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· .. hat I r:ant to so." to you people is thb . I 
don 't r;ant to scold in front of an~· body else 
because it i s larcely getting dovm to Civil 
Service . It is l argely :rorman that I want to 
talk to . I got t his idcn co:ninr- dcm tl.i s 
:nornine; . \•e are on the verge o~ e. r:ar . It 
is onl y a ma tter, I thi nk, of da;rs or r:ee::s . 

:· rankly, I ao. not satisfied with the r:a; the 
Treasur y is bein; run . Let ~e give ~ou an 
exan~le . I as!.ea :1onths c.;;o - 1 usee. these 
little thb;;o as il!ustre.tiOllS, because t:1ey 
have cot to be chD.ncc<l - I asked you to loo:: 
into Chick ~ ch71ar:' office . ~:onths ~.nve uas~ed . 
I .-:ill bet ;ou it ~·:as three . :on t:ls a;:o, o.t 
least . Suddenl ;r I ao. told the t rou are t hink i n:; 
of put ti:l~; an office oo.nazer in Chick' s office . 
Dut it ta!:es - r.oll, I rlll'J be r:rons. It DI!.J be 
t\;o or t hree or four t'.o:~ ths . It is e. t hine that 
could be done in a r:oel: . 

I asked severo.l 1:ee:cs c.go to find out ho1·1 l onz 
it is ta1:ins to answer l'if/ oeil , and so :'orth. I 

. .,.. 
"~ · • 4 x· - a • & 

• 
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don ' t get an answer. The. t is important. Now 
wba t I think, there are too =y things that ' 
take ~oo long. Uy suggestion that I r.ant to 
make 181 I think that you should have in your 
office, r:ol':l8Jl , a little bureau of efficiency 
experts or trouble shooters that you can send 
continuously ove~;r.here in the Treasury and 
not Till.it until somebod,y writes me that our 
lists are duplicated or that I get dissatisfied 
because my mail - I get a complaint . 

In other words, I don't l".oant to r.ait always 
until I get a complaint, but if you had a little 
~roup of really efficient people nho would drop 
l1l to CustCills, is their Yiork being done, is 
Coast Guard up to date, is this thing being done 
up to date and then r.hen they are not, see 
that the thin~ is being donei but I have got to 
rely on you C1vil Service fe lows to see that 
they get into this thing. 

1/e are thinking exactly alike, because I had a 
meeting v:ith Charlie Bell and Charlie Schoeneman 
yesterday and talked that very thing. 

You and Roosevelt . You dreamed about it. 

It is not such an easy thing, ~r. ~o~g~nthau, as 
it sounds. I rmsn 't asked for my op1n1on, but--

We have a Budget Improvement Cof.11!1i ttee and 
Charles Schoeneman is chairman of it, and I said, 

"I think r;e have either got to take your ccra:.u ttee 
and have sub-co~ttees and trouble shooters thero 
nho can go out or ne have got to get more men 
who will just be assigned to that. " I think the 
best idea is to get more men, ~ecause those 
c~ttee members don ' t have t1me . 

Look I ...-ould much rether have you say, "i·:ell, 
Mr. {!orgont hau, I have got a couple of fellons 

. 
• 
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sitting around that I am just training not 
doing anything, but I 111 Just training' th• • 
than to han you or me o1111e in both loolting' 
tired and overworked. 

Be ia. 

I know it. Let me gin you another story. I 

am aorey Harold Grana isn't here because it 
is also a criticism of him. No1r, there isn't 
a finer man in the aervioe than Cliff Mack, but 
through the set-up that he baa got I am 
beginning to gather that the thing is run too 
economically and they haven't got enough people 
and they are not getting the orde.r a ou{. Up to 
now eneybodf says t hey are wonderful, they 
get out their orders . Now suddenly they gin 
me a shock, comparing t hem with othar deparbnenta, 
and I find we are not so wonderful. But now 
aomebod;y baa got to come and gin me a cCIIIp~~i::t . 

I don't want it. 

No\J l we went all through this originally. llack 
used to do quite a lot of it and I would be 
pushing llao~ and he would go to one place after 
another. We would pick up this and that . I 
have been here eight years and it is time for 
everybodf to go to seed again . The Bureau of 
the Budget doesn't do it . 

You don ' t want th.m to do it either , 

.Ul right . 

You don't want them to do it • 

.Ul right. You are feeding right into my hands. 
And you don't want the Comptroller General ' a 
offioe to do it . But if we stay, Dan, this ~ 
and we don't, somebody will do it . They will set 

up some organization t o do it . 
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Well, JOU probab]J can't prennt them. '1'he7 
will be along prettJ aoon doing it but reallJ 
it ia Tel'J expensive and the7 eet up an organis­
ation and nobodJ can keep traok of lt and it 
ill terrible . 

Then it ia all the more reason that we should 
han a Section of iffioienOJ who would take the 
initiatin under l&lrman Th<111paon and would be 
oonatantlJ checking. 

Wel~, that ia what JOU had whe.n JOU had that 
Ballinger man here and you know what - that waa 
a terrible meaa. 

I do have one man left . 

No, wait a minute. It wasn't a meaa aa long aa 
he waa doing one bureau at a time and he did a 
good job over at the Coast Guard, but when he 
came and set up as the head of Personnel, then 
it became a mesa, when he became the boas over 
the whole thing . But when he waa doing one 
bureau at a tim!r Mrs . Klota1 with a definite 
aaaigoment, he dld a good job. 

I han one man left of hia cOIIIIIIittee who ia a 
Tel'J good man, Jir. Lawson, and I can use him 
in that connection. 

But Norman, if you don't mind, I think you ou~t 
to get people with a fresh viewpoint. I don't 
think that you should use your re~ar peo~e . 
Now, you mentioned Schoenlll!lan. 'l'iell, nobo can 
be in the Treaauey twenty-five yeara and no 
have all of these fellows as his friends . It 
ia the same complaint that I have . It ia unfair 

· t o aak Yr. Knudsen to tell all his friends that 
he baa gllftll up w1 th all hi a life, "If you don 't 
make good on thla order, I am going to take it 
away fr<llll you. • It ia Unfair to aSk Schoeneman 
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to go up agt.inet the fellow that he pl.e.Ja ce.rda 
with and playa golf with weekends that he la 
not doing a good Job, he la behind Cll some uil 
or he ia behind on thia or he h behind on that, 
and you han got to han eome new blood and 
this thing h going to get - God, if I had the 
time I coUld dig up plenty JII1Self, but tla t 
in' t lilY job • 

....--
No, and i f la going to get worse. 

I don't want it to get worse . I mean, the 
. load ia going to get worsel 'b.lt I want you fellows 
to think about this a couple of days and I want 
you to oo1111 back and make a raoaDIIIendation to 
me, you see. 

It is awfully hard. 

Mr. Thompson and I were talking about this yesterday, 
not about this, but --

Not about this? 

\'/ell, we were. I said that I don't, I mean, I 
just get a small feeling of it, you see, and I 
said that I don't know how he u d Charlie Bell 
carry this load, becauae tram Jll1110rlt I can 
tell how heaT,1 thairs bas gotten. It bas gotten 
terrific and they ar e here until all hours 
and they work very bard, and I said, "You are 
going to break down, the two of you. • · 

Well, I foresee that. 

Yee. 

I toreaee that. I sanae thia thing. Just talte 
th.e mail alone. 

That is what we were talking about. 
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y ... 

Because we bap!f to be an old departJunt there 
ia no reason w we shouldn't take on a couple 
of hundred peop e or a oouple of thousand people, 
if it ia neoesaar,r, to do wbateYer is neoe•a&rJ• 
I want JOU people to get in to this thing. I 
don't want the regular fellows that have alW&Js 
bean doing this thing to go around beoauae it 1e 
unfair to ask them. -you ban got to ban -
well, the kind of fellows JlcReJnolds and Graves 
were twant)- Jears ago. 

That 1a the ldnd of man we -.nt. I have one or 
two lined up. 

Well now, what do JOU think, Nol'IIWl? 

I think it is a veey good plan. 

There is no such section, is there? 

No, air, there ian't. 

V/bat do JOU think, Dan? 

Well, I wouldn 't ban saaebod.Y to go around and 
tell other people how to do their work. I don ' t 
think it oan be done, onl7 on a theoretical 
bash and it ia alW&Js bad . I think it might 
be weil to have saaebodf i n Thomps on ' s office 
to check what the man responsible for the job 
ia doing. 

Now take Loans and CurrenoJ. ThCIIIpson knows that we ban been lookin~~: at tl».t set-up now 
for six months . I bannTt been sathfied with 
it. I bavan't bean satisfied with the mail and 
I bavan't been satisfied with the pereonnel 
handling it. We have set up a new Personnel 
Division. We ban transferred the .bsiatant 
Chief of the Division, who •s lax, to another 
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job, We an puttiDC in a nn .bahtant Chit! 
of the D1Tlalon, who we think 1a going to 1N 
good. We are reorganising Loan• and Curreno7 
and I think Thcapaon, 1f he had a IUD who knowa 
the general departaent prett7 well to aee whether 
we ban got the right aet-up, it h all ridlt 
for h1a to check up. The III&D ruponaible for 
the job knowa more about the work end the 
channels than anJbodJ el... If he h a llttle 
dead on the job we han got to ati.lll.ulate hla. 

There 1a no difference, The point I u making 
1a thla: Let 111.1 go onr it ooce 1101'1. 

Let me finlah. Take the Treaaurer' • office. I 
think it haa been dead for fi!t7 yeara. lhat 
I would lU:e to dothind I would like for Thompson 
to be in on that g, I would lllce to 
decentralile the Treaeurer'a office and put it 
in the twelve Federal ReaerTe Banks. But I 
don't or an7man c~f in 
w1 th a knowledge of our or zation 
can do 

But Den, ihe h not being done. We haTe 
no group under Thcapaon who goee out end foreaeea 
bottleneoka and !lab the thl.Dg and brings it 
to the hu Ill the DiTlaion or the .!Iareau. !CJUJ' 
dhilioo 1a 'behind. You are not handllng it. 
Either ;rou are going to do thle thing or we will 
get eCJMboq elae ~twill. lol'III&D doean't do 
that. 

The two un I han -.a in adnd -­

Noi'III&D doesn't do it, 

, , ,for the laat couple of week a are John Fox and 
Shane KoCarth7, I think John Fox would be an 
excellent li&D to do tll&t. 

Well, Jobn Fox upaeb too 111.111 people. 

-· ~ 
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Don' t look to JU, ·I .a biased. I don't want to get 
in it, 

He upsets t oo m4n1 people. 

That 1a another thing ;rou have got to be careful 
of, is the fellow'• teet. The;r don ' t get their 
education in teet. The;r are born that 1111.7. 

That is the first requisite and it ia a hard 
type of person to find . You take a fellow like 
ChArlie Bell, for inatence, He has got Just 
that. He 11 the man for that kind of a Job, 

There 11 no one mad when he goea into their 
office , He can get anrlhing the;r hal'~ and come 
out and be still friends with the. 

That 1a right . 

Let's agree on this. Vie all agree that the 
thing I am asking should be done and ian' t done, 
That is the first thing. We all agree that it 
should be under ;rou. 

Yea. 

And we all agree ;rou need aore help. 

That is right. 

And we all agree we haTe got to moTe a little 
faster . I tliink also that if we don't do it 
sOJUbod7 will cCDe in and do it for us, which 
we don't ant. 
I think we can take another step, the t the heads 
of these offices need a little more help. The;r 
are lllOWed under w1 th detail. 

Din, the point h, those are things which, as this 

• 
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work gets tied up - I ae~ I am going to get 
a little leas tolerant. 1nen I ask for 
something I am going to inaiat on quicker 
pick-up, 70u see. I mean, I want more snap 
to the organi&ation. Thla is a challenge to 
the regular Civil Service ~plo7eee, and I am 
putting it up to tham. I am putting it up to 
fOU people ae the top men. This la a challenge 
to the Civil Service . 

Now, can 70u satiety me and give me what I want? 
I know fOU can, but it ia a challenge to the 
Civil Service organi.&ation of the Treasur,r to 
give me what I need and so I don't ban to go 
outside or the President doesn't have to go 
outside to bring somebody in. That is what it 
gets down to. I am going to be a little bit 
more d~anding, a little bit more demanding, 
and 70u will have to be a little tough llere and 
there. Ya7be it will be with somebody fOU grew 
up with, 

That ie all right . 

But I don't want to alware wait until I get a 
complaint in a letter or get it from outside 
sources, and I 1li sh that 'tli thin a couple of da7s 
fOU would came back and we will have another 
talk. lllt this ia purel7 11q own idea. You 
didn't have the faintest idea of this. 

· I didn't know what fOU were going to sa7, but 
70U know how I feel about it . I didn't know 
whether 7ou wanted me to express it, but I did. 

I didn't want 7ou to ait here just to be 
ornamental. 

She is verr good for that purpose, though. 

Thank 7ou, lir. Bell. 

- ----K - - -
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DD 7W c11upee Ia UIJ' ..,t 
I epee hllJ, 1Nt lt tuN 11 ~ tlat 
I tii.1Dk 11 Wrillle, I tb1llk U 11 u itf1o1eq 
expert, beoaue I M'l'e llea hen lcaa eoq,la 
to !ala. that tbat 11 ten111le. llpt,.... 
aao I wCIIIl.a ba'l'e •14 ~·. 

'le ooal4 ba'l'e 1t liON 1D the uture, 11 the 
SIOHtu7 Ilia, of a troullle lhooter to •• a 
Ollt ua ... 1t a .... b Ia t 1'011ble. 

It b the ld.D4 of work tbat Barola Gl"'1'11 
au for... • ua tbat t1D4 of 1101'k for-· 
Be 11 all 'bogll4 ac- aa.. Be eu' t c1o 1t. Blat; th•• ... t 'bi a JVIIIII Ban1a Gl"'•e• or JWIII 
MoJle71lola1 • 

, .. , there &H, blat the7 ou•t eCIM 1a .a ao 
U. !'he hedl of the .. .,.. 11111not take it. 

'1111, 11ho 11 aoiDC to tell the h.a of the 
lillH&111 'Jw Jli'l'e 11 ther pt to t1U'II OYil' I a• 
leat or 11t nt;., • 11 cob& to tell th• 
tbatt 

!'hell bop. 

1llo b p'ac to at the lator.Uait 1t 11 buM 
cmt ....... cot io .. ,.. hb faotl. 

Teaf blat tuae ~ fellCIIII, llr. Mllrpnth&u, I a. t O&H U. able thq &H, •• thq go 1a 
t:htr' euaot ••• 'llbat rMllJ e:dab. 

But • 11 Joi'UD n.pacm golac to. get hil 
faotat 

!'hath 1111f U 11 10 JlaN to unv. 

'1111, that 11 at I • patUq 1111 to Ilia. 
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I a.•t t:hiJit tllat llaa nv "-be 1114 I 
WDk 1t 111111114 111 a ~ Wq 1t thq W 
olOIII' tcnaah 111 th the people CID tof• 

I 110Ulc1 be wilHnf to c1o lt. 1•, JW vecivle 
are tlmotlcmlD.I l De all4 I 111At to oCII(Illaat 
701&• I • 4eUJ:htec1. I Wlllt cnv tllat c1q to 
the Jorelp J'aDb after tht7 Wel'l liP Sa~ 
1114 SaDclq. I .. t crrer ua tMDt.a tMa f• •t thu". c11c1. 'fh17 slept 1D the l'o.l thiN 
4Dr1q the 11.lpt. I tbuklcl thla. I wa14 111 
~t •• .,tlHnc to go dDIIII ucl tell • P'OIIf 
aa., aN lAiau. -.., e1 tber 1• people ~ 
tocetMr ..a -. aooa 01 e111 thi" 11 ioJal 
to 111 a e•plete oJilllct• 
Bat 111th what 1VIl llaTe aot fame JOll, 1• 
0111.1 t tab tbon thlDp •· 

Woll riii.Ja7, J011lalow bow I tell. 

We &1'1 a little at7Jalec1 OD •• 

Jlt or1t1o1m lu't 'lllllair, 11 1t'l 

lo, air. 

It h Jut1t1tcl'l 
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It 111 all right, and I will get scae men 
line4 up • 

1.84 

.lnd for God ' s sake, Norman, get ;yourself some 
help . Start right in your own shop. I will 
hire an effioieno;r expert to do you oTer. 

May I haTe the job? 

Yea . 

I would like to help hill. 
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What I've been trying to do tor one year -
hello •• ••• 

Y ... 

• • ••• ia to get aomebodf in 
when he'e not there that I 
more aeeiatanoe in there. 

Yea. 

Gaeton'• 
oan talk 
Hello. 

ottioe 
to and 

So that 1 e one tll1ng that 70u can be tll1nk1ng 
ab:> ut. 

All right, e1r. 

8o that when Gaeton ~oea away tor a week to 
make a apeeoh, there e aomebodf in town that 
knows what'• going on with the varioue bureaua 
that he haa under him. 

Yea. Well, Frank Roae ia euppoeed to be 
there. 

I know, 
him and 
aDJYaJ. 

Yeah. 

but he 1 a never there When I want 
he never ••••• to know &nJth1ng 
I've eaid that a dozen ti•••· 

I've aaid that rra.nk Roea doeen't aath~ 
.e. 
Yeah. Oltay. 

And when 1 t cotue up and I aalt him and tll1nge 
get hot - we've got Ooaet Guard on the tiring 
line and I want aometh.1ng - I've yet to t1nd 
that Prank Roee ever knowa anyth1ng. 

Yeah. 

At leaat he doesn't when I want it. 
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Yeah. Well, all 1'1pC, I ' ll 10 1DCO CbaC. 

I v1eh JOU would. 

Oka)', e1r. 
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Ofl'1CE FOR EMERCDICY loCAIIIoG£MEHr 

DIVISION OF DEFENSE AlD REPORTS 
WA!HIIICTON. D. C. 

October 22 , 1941. 

Dear Secretary Mor gentbau• 

Ferdie baa juat told ae about )'Our 
leartng the deciaion on .u.an Barth up to 
bia .• 

A& &in, I • illlpreesed b7 bow broad­
&&&0<1 1011 are. I know of eJ10U&h caaea 
t.rOW)(! town where persona in poai tioM 
coll!)&rable to ~ do not le&Ye tile d ... 
ciaion up to the IUD sought atter. So 
that 1a another reaaon w~ I particularl7 
appreciate your ceneroai ty. 

Sincer ely, 

lbe Honorable 

1be Secretary ot the truaurr 

187 
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Good morning, Henry . 

How are you? 

Fi ne, t hank you. 

October 22, 1941 
10 :31 8 , !11. 

188 

I understand- I may be wrong , but it I'm 
wrong, you set me right - that you're going 
to take over thia raota and figures b~stness. 

'oell, Henry, it ' a one or those very comali­
cated things that aeeme to get more comoli­
cated the farther it goaa. 

Well, 1en't it ••... 

They seem to be fairly clear about it, but 
it's hung u9 in the Budget twtsted fifty 
diff erent ways. 

l<ell , may I explain my interest? 

or cour se . 

'•e have a man worki ng for us - I mean, I'm 
not tryi ng to or y into your oersonal bueinesa -
I ought to tell ¥ou why I'm calling you and 
then you - I don t want to pry i nto it. 

'ie have a man by the nue or .Ulan 3arth, 
who works t or us . 

Yes • 

I think you see hie weekly letter. 

Yeah, I do. 

Yesterday Stet t in1u e oame over t o see me. 

llh huh • 

Could he have Allan oarth? 

Uh huh. 
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Well, I wl4 Allan BarUl 1t JOU nre so1111 
to so lnto Ulh tb1lll u4 lf be wnte w 
lean Ule !reae111'7 - Glob I bllpe he won • t ••••• 

Yeall. 

I tllDucbt tllat he ooul4 40 a tar MUer Job 
tor JOU thaD he ooul4 tor 8teUlD1ue. 

Well, Ulat'• YerJ generoue ot JOU, BeDrJ. 

And that'• tile reaeon I'• oalllns 7ou. 

I appreolate that a lot. 

I hDP• he won't so. I'• urslns hla not to 
so. but till 4eolelon 11 b1e, JOU 111. 

I "'· 
But lle 1 4 M - that letter and •••rJth1ns 
would ooae tar bener traa JOur ottloe and 
tile lr.1n4 ot work, than 1 t would out ot 
8tettlnlue1 • 

Uh hull. I appreciate JOUr thoupt ot t.hat 
ni'J auoll, 1n41ed: beoauee lt tile thins 4011 
clear thi'Oucb tile Bu4Set, we' r• solns w M 

· 1n diiJMir&te nlld ot uaotlJ that lr.lnd. ot 
pei'IOD, 

8J tile waJ, do 70u euppoee JOU voul4 han 
a 11 ttle tlae IJI7Vbel'l 1n tile near tuture 
to let •• tallr. to JOu about tb1• wbole tb1ns' 

ADJ tlae. Juet g1Ye ae a balt a 4&7'• notloe. 

All r1pt, B•DI'J· I want ni'J auoll to tell 
JOU wbat Ula lltuatlOD 11 and Sit JOUI' a4Yl01o 

Juat g1Ye .. a halt a daJ'• not1oe. 

All rlpt, BIDI'J· I wlU. 

low - tllen, I tall.• U, at the -•nt JOU 
4on1 t want to ••• Allan •• • •• 

Regraded Unclassified



)! : 

l!l!Jr: 

M: 

I!MJr : 

II : 

HMJr: 

M: 

• 

- 3-

At the moaent, I J~•t haYe no etatue. 

I 111 tell h1a that. 

Right. Thank JOU. 

And an1 time rou give me a cell. 

All r i ght, ewell. 

Thank JOU. 

Thank JOU. 

190 
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Hello. 

Ootober 22, 1941 
10:49 a ••. 

191. 

Hello, Mr. Secretary. 

Hello, Bob, bow are yout 

All right , Henry, how are yout 

Fine. 

I 1a reliably i nformed that you '•~ recei• ed 
an inYitation - one ex tended to you yester­
day - by the Southern Statee Induatrial 
Council, to d eliver an addreaa on the aeventh 
at their annual meeti ng , on Friday, ~o•~mber 
the ee•entb, at New Orleana. What about itt 

Well , it hasn't got to •• yet, Bob. 

I understood that i t waa delivered to your 
secretary yeaterday. A triend ot mi ne , who'a 
couneel for tbie I nduatrial Counoil - the 
Southern Statee Induetrial Counoi~ T7re 
Taylor, i a in my ottioe now •••.• 

Oh. 

• •••• and he said ha had delivered thie 
i nYitati on yeeterday - I think be eaid -
to your secr etary. 

Well • • •• • 

Well, you'll get it. Ot oourae , I don't know 
what your plane are. 

Well, I d1dn 1 t do any mail yeaterd&y. I 
waa wor king on financing, eo I didn' t aee 
my mall yeeterday. 

I eee. Well , I Juat wanted t o aay that I 
would want to Join in t he inYitat1on- it'• 
not in a7 etate, but it1 1 trom the South­
and i f you oould go , I think i t would be 

• 

-1 
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•ert helpful. We'd all appreo1ate 1t nrt 
great17 1f JOU oould a1'1'&nle JOur affa11'• 
eo JOU oould go. I Jun wanted to let JCIU 
know that I ban rq inter .. t 1n 1t and bow 
.uob I'd appreo1ate 1f JOU oould go. 

Well, I feel b1&bl7 ooaPl1aented that JOU 
want ae to go, and I'll g1Ye 1t ••rt eer1oue 
oone1derat1on. 

Thank 7ou, and let ue know ae eoon ae rou 
oan. 

I w1ll. 

Tb&nk JOU Yel'J k1D41J. 
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secretary of th,e Treasury l!orgenthau today announced the flnAl subscription 

And nllotment figures with respect t o the current offer ing of 2-1/2 per cent 

rreoaury Sonda of 1967-72. In addition to the amount al l otted on public sub-

1criptlona , $93 , 256 , 950 of the bor.ds hAve been allotted to Gover~Qnt !nveatoent 

sccounta , •1thln t he $100,00C,OCC roserva~ion. 

~Jbtcr1pt1ont and &llotQe~ts wert div!ded ftmOn( the teveral FederAl Reserve 

Jitt:-le~• nnd tho Trcatu.r.f 11.s follor.s: 

FederAl Retorve Total Cash 'l'ot"1 Caab Totlll ExchMge TotAl 
::littrlet Subocr1pt1ona SU'>ocr1pt1ono Subacrlptiona Subccr1pt1ona 

Received Allotted Received Allotted 
(Allot t ed In full) 

!1don $ 951 , 726 . 650 $ 119,071,100 $ 12, 907.700 $ 131,978,800 

Ne" York 4,921 , 587,550 615 , 575 ,950 127 ,640,100 743 ,216,050 

Ph!ladelphlc 616 , 842 , 550 77 , 328,350 7,763,300 65,091 ,650 

Cleveland 691,193,300 86 ,556 , 300 3 , 294 , 700 89,851 ,000 

Richmond 418.370.400 52 , 392 ,900 2 , 562 ,900 54 .955 , 800 

AtlA.!\t.n 535,350,350 57,069,950 509 , 200 67,579,150 

ChiC!> go 1 ,091 , 686 , 900 136 , 678,450 13,634,300 150, 312,750 

St . !.l)uia 255,191,450 32,022,100 3 ,334,800 35,356,900 

!!l r.r.e,.:><>lla 163,917,350 20 . s.; l, 900 9 ,114,600 29,656,500 

i'.:I'Dstll Cl ty 137, 529,200 17,275, 800 1 , 347 ,000 18,622,800 

::nu .. , 193,407.050 24 , 267 , 600 2 , :t:51,500 26,619,100 

Sru:. irT r.cheo 446,0?2,050 55 ,626 ,900 3. 997 ,500 59,824,400 

'i"TMIUr'J 22 , 466 , 300 2,812 ,100 513, 600 3,325,700 

Coverr~er.t I nveat-
aent Ae~ur.ta 9jl ,256 . 950 93 , ~6.~50 

l'CUL $10 , 445,341 ,100 $1,400,676,350 $Iaa , 971 ,200 $1 ,589,647,550 

-OoO.. 

' 
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October 22, 1941 
10:57 a.m. 

How's t h ings look this mor ning? 

194 

They look all right. The maturi ng notes are 
rirteen-seventeen 1n the market , and there'& 
been eome strengthening or the March Treasury 
t wo or three thirty-second&. The market eeema 
to have taken the announcement without any -
without a quiver. 

You say tt~ rights are uo to wha t? 

The rights are up t o rirteen-eeventeen, that 
is, the RFC'a and t he CCC'e. 

Well, what do you t hink we can do now? 

'i ell, a!ter we talked to principal banks t hat 
have rights or interest i n the abort-term 
market snd to eome or the dealers and based 
on what we got rrom them and our own views 
or it, we think that the bas t i s sue would be 
a March 15 rorty-slx one. 

The one we spoke about yes t erday? 

Yes. 

March 15. 

March 15, torty-ai~ one per cent. 

Yeah. Nov what do you thi nk that'll sell 
at? 

·~ e think about a half prem1ulll roundly - a 
halt t o rive-eighths, eay . 

From sixteen th1rty-eeconde up to ••••• 

Uo to eighteen or twenty. 

'ilell, thAt' e about where we had it. Piaer 
doesn't agree, you know. 

He does not? 

•.. 
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JIMJr: 

IIICJrt 
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II: 

IDIJrt 

I I 

• 

lo, be ~•' f enel'da7 w eell ., pu. 

Wall, l •n 41aapee wUh lal•, ~~~. 
Yaah1 'lnl' CNI' 'boJa are J'1Cil' 111 ~ -
lnn Ga' 7011 are. 

taah. 

Bu' ~ere1ll 'be no trouble wl~ u llP 
\here. 

195 

l o' 'ba' .. oan aee, Do; and ~' •• ~ 
aUUil4e refieo'e4 b7 ~ •rltn f .. \el'da7 
aD4 ~re'a DO abaDCe We •oi'DlJII. 

l aM. Well, loolea la ~~~~ oYer n aleYaD­
'"r'J u4 ~ l'lP' atur ~' I'll 11.,. JOil 
a 1'1111 lf 7011' U be arollll4. 

We'll be here. 

•cn.r
1 

I'• aen41nc Da'la lorrl• up w New Yol'lt . 
~~~ 'o be Ill~ fOil for a ooupla of 4a)'a, 
b ... uaa 1 wan' hl• w leai'D \be budneu. 

nu. 
lo wlU 

We'll be S].a4 ,o. 

AD4 11.,. h1A • ....._ •- u•• \be Oo.,.J'IIRI\, 
f111aDOlq ~' t1fil' bW W _,oh. 
Wall, we'll llhoW .... nei'J~III - baYe • 

.. -· 11.1te a 'lei')' po4 -II W ... 

weu, be 1oo11.• ~' _, w ua, ,oo. 
Aa J: ~~ J: '"Dit U 1a a po4 14U, iloD'' f Oil, 
~' at'er .. ba.,. .-eboiiJ - aoae'bo47 t~ 
fi'M•IIIT ooae• up u4 a1 u • oouple of tlaJ•· 
t .. , J: 110. J: ~ U 1 8 p4 for fOil aD4 IJ004 
for u, wo • 
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Good. 

Be took bold '181'7 qu1okl.J, tho•• two or three 
dq'l ht lpeftt W1 th Ul OD tht 000&110D of the 
two and a haltw. 
Who'• th1e, Rouaet 

Yeah. 

Yeah. 

Be doe• - doe• he ,,.. to haYe a teel tor 
1tt 

In, I th1Dk hi don. I •• qu1te IUJ'I)I'1114 
at the qu1oknna w1th .tlloh he p10ked 1t up. 

Oood. Ooo4. Well, I'n got to han ao .. bodJ 
here bee1dee Bell that w1ll deYote h1aaelt 
e~olue1Yel:r to that , :rou aee; and that'• 
what I hiYe 1n a1nd. 

Yeah. Well, we'll work with h1a and g1Ye h1a 
enr:rth1ng we han; and I think he hie the fia1r 
tor it. 

Oood. !ell ae, weren' t the people pleated 
that the:r're going t o get the righttt 

fti'J auoh eo. 

Yeah. Well , the -1 I teel U tbla: atttr 
all, the people tha' boucM thtll th!DC• -
I hiYe DO ooapla1D,. !beJ 0Ye alW&JI been Yei'J 
tail' w1th ae; and wt17 do aoaeth1DC to punUh 
th .. unneoeal&l'ilJt 

Well, I don 1 t th1Dit :rou would pu.nith 'hea 
u.nneoeaearilJ it 1011. gaYe thea a 11,tle notice 
on an:r change 1n •• . •• 

Well , I a&J do that after \bit 11 oYer •• •• • 

Well, that'• perteotlJ···· · 
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• . ••• but I d.on' t teal tba t I gavl! them 
enough notice; and at tar all, I want them 
to make money out ot 1t. 

Well , I think t hat ' • a perteotly reasonable 
poi nt or view, and I think that there's been 
some question ae to whether they had enough 
notice on thia ieeue. 

I mean, I def ini tely want them to make money 
out or it. I want them to be happy. 

Well , I think they ought to make some money 
out or it. I don't think it's immoral tor 
t hem to make money out or • •.•. 

Well, I've never ea1d so and I've never felt 
that way. 

No. 

Righto. I'll be oall1ng you 1n about a halt 
or three-quarters or an hour. 

All right , t 1ne. Good-bye. 
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Ooto'ber 22, 1941 
11102 a .a. 

Aa I 1nterrupt1nc ;rou ln a YerJ bue:r da;r, 
ae ueualt 

No, ;rou ne•er i nterrupt ae. 

198 

(La~e ) Well, I'd lllte Yer :r auoh 1t I 
oould ooae oYer and b&Ye a l lttle ohat wlth 
;rou eoae tlae, Juet to eult ;rour oonYenlenoe. 
It won' t take YerJ lone. 

Now let ae Juet l ook, Nathan. Na than, it I'd 
put ;rou ott untll toaorrow, 1t that t oo tar 
ottt 

llo, I wuldD' t ea:r tb& t H' • t oo tar ott 
at aU, 1t ;rou oould aake H l n the aorninc. 

Jlo, I oan't, I'a all Ued up ln tba aorn1nc. 

Beoauee I ' Ye aot t o go up to 
eee Senator Wagner about the 
the afternoon. 

Ob. 

New York and 
eaae th1ftl ln 

And t oda;r'• bad t or ;rou, ;rou aeant 

lC e&h, I' • tlnanolna toda;r. 

Oh , I thought ;rou were tlnanolnc :reeterda;r. 

Jlo , toda;r and toaorrow - I aean, ;rt~terda;r 
and t oda;r - I aean I'•• got to prloe 1t. We 
b&Yen ' t prloed lt ;ret. Let ae Juet eee a 
alnute. Bello. Bel l o. Well, let ' • 1a7 
tour o ' clock t oda;rt 

I'll be oYer then. It won't talte YerJ long. 

All rlght, Nathan. 

Oood-b;re . 

Thank ;rou. 
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Ootobn' 22, 1,.1 
11110 .... 

Ola, I'•• Melt wlUIII tor RantSo1pb uro. 
Do J'Oll Wi.lb M to OOM lilt 

Jo, DO. ..., I oan M1 l oan toll JOil OD * plloae. (Laapo) 

at.pw. 
_, •• ... ..,. ''· ... _., 10 u:t till'~ 
aaUl ro• tell Ida,...., rov tu PfGiJ'8a lo, 
1a wlU... 

........... ,.. 101111 to ......... JII'OP'Uif 

Wollt ., ... ,. alt" aon GaD fl .. or olS 
U.MI· We ••• a poonl oatUno na4:r DOW, 
111'1 w 1U ct.•• *' to Ilia. 

ID wJ.UDI' 

loa. I ~ '' tor roa ~· o\ber 4aJ. 
JIMJr: Well, M bUD'' IHD U. 

S: lo, :t ADD'' tlaiM M bU. 

IIIIJr: Well, b111 •Ullll • JOllo 

s: AU f'lllll'• 1111 pYO 1' 'o Ida. 

I!ICJr: ..._, 

S: .rut ao IOOD ao bl 1oa•" rou ottloo. 

HMJr: Jut ao IOOD ao M 1•••• ., ottloo. AU =tll M ou ..., _,. 0114 uoot oa rou .soor 

8: ._, UM Olt athi'DOOil 4111 roa ~ l 1
U . 
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han an opportun1 t7 to go o•er that talk 
vith yout 

Oh, v1th me? 

Yea, eir. 

Hae luhn got it? 

Ferdie hae it nov. 

I ' ll try to do it betore lunch it I can. 

All right, air. '!'bank you •ery much. 

Betore lunch. 

Right. 

200 
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!ti: Fil!AtiCI!IG 

?resent: 

H. I.!. Jr: 

lied ley: 

.. . !:. Jr: 

Hadle;r: 

H.M.Jr: 

October 22, 1941 
11:20 a.m. 

Mr. Hadley 
Ur . Bell . 
!Jr. 141rphy 
Mr. Haas 
Mr. Morris 
!Jr. Eccl es 
l.!r . Piser 

I thought we could have a 
before Eccles comes over. 
copies to anybodj else? 

Yes, they have copies . 

little meeting 
Did you give 

201 

This is you independently of those fellows? 

That is right . .'le reached the same esti­
mate, though, working independently. 

What has happened to the market this morn­
ing, Hadle;r, do you know? 

There has been nothing taking place in the 
issues that we are interested in. Last nifht 
the ri~hts moved from five thirty- seconds up 
to sixt een thirty- seconds, and they have stayed 

. 
• 

Regraded Unclassified



' 

H.J.!. Jr: 

Haas : 

H. l.!.Jr: 

Haas : 

H.lo!.Jr : 

Bell : 

H.L!. Jr: 

Bell: 

Haas : 

H. L:.Jr: 

Bell: 

H. L!.Jr: 

Haas: 

H.JJ, Jr: 

L!urpb1: 

H. li.Jr: 

202 
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at about that point today. 

That book only takes it to yesterday, doesn't 
i t ? 

Last" night • s close, 

Let me have it, George. This is up to last 
night? 

Yes, sir. 

The damn things have been going down, haven • t 
they? 

They went down after the rights announce­
ment. 

Have we 20t any notes here that are taxable? 
It doesnTt show on here. 

Three quarters. 

It shows out in front . Then you can look 
them up. 

Ohl 

It doesn ' t show what they are. They are 
three quarters December and three quarters 
lt!arch. 

Well, George, another time, put "T" in. 
Even I can read it. 

Yes. 

Is t hat the only other one? 

The last one. 

Will knocking ott those rights knock the 

. 
• 
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Bell: 
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whole th1Dg ott'l 

It lmoaltecl enl'f1:hlng in the lhort IUl"'l:et 
doa. 

How &ch'l 

ID the ahol'ter 'l'l'eaiUJ'7 notes a a 1111ch as 
ten or twelYe thlrtJ-eeccnds. !he;r are 
starting to gain it back now. You eee, 
the1 are going to get full rigtlte on thla 
one. 

Short bonds, tor inetanoe, the '«-• 46, 
thq hann' t--

'lell, the7 are not quite ahort encugtl. 

lfone of these have turned the corner. !he;r 
are all going down. I didn't realize that 
they had gone ott aa lllllch aa ther hed. 

ot course, ao.e ot those short ones, eTen thoue the price n.s going down, they are 
still giTiJlg the ·- ;rield blo&UIII thq 
are cutting it ott - cutting the premiua 
ott to aaturit;r. 

'lhe long fellows, thougtl, heTen't gone up 
aa-h. 

The;r al'l not attectecl b;r thh discuaaicn at 
all. 'Dle price doean' t •tter. 

You aean long bonds or long notes. 

Long bonds. 

Long bonds are not muoh interested in this 
dhouaalcn of rlg)lts at this point. The;r 
~ be later. 
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Fifteen 7e&1'1 frca now. 

'47-' 52 b where thq buin to go cl01111. 
l•n •t that .tlum7? Doea ~hat show up on JOUI' 
ohart? 

''7-' 52'• woulcl han a tenclenq to go cl01111 
beoauae thq are Te1'7 hi~ coupon. 

But I Mt.n that il the cliTicling lllle. !low, 
the two percent, '47'1, that ia .here thq 
cliYicle, isn't itt 

'fell, that il mere 7our banlca hold. 

'lhat? 

In that &l'et. frca th .. e clown. 

'fere JOU fellOWI oonaciOUI Of that? 

Yea. In JOUI' aborter iuuea, if the price 
clicl the .... , it woulcl be equinlent to the 
price going up ae tiae .on1 along. 

But not within the laat--

If thq han a high coupon. 

!hl• 11 Am: thi• .onth. Azl1wq, that 1a 
tM eli rl line. 

'fell, the7 were all hit on thet righte baai­
neaa. 

Well, the7 reaohecl a hi~ on--

Yov buke - the people that were thinking 
about t he righh nre the bale• anc1 it there 
wu t.J1f aelling or offering, it na in 
the biDk fielcl. 

I• eYe1'7bod7 settled on ll&rch 15, ' 46? 
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I still t hink you can do September if you 
want to . 

Too exciting. 

I would like t o see a September . I am a 
little afraid of November 1 ~serve date, 
but the premium on a September, as Hadley 
fi gures, is just right, eight to ~lve 
thirt.y- seconds . · 

That is a good enough premium it you get 
support in the 11111rket. It they just ex­
change their RFC and CCC notes for the new 
one and then don' t buy any on the market 
that might not beenough. 

Well, what about June? 

205 

June has very hearr maturity of bonds amount­
ing to about a bil ion nine hundred million, 
call dates. 

Callable bonds. 

How much? 

! billion nine hundred. 

Th.at i s one advantage for September. 

George, what do we usually allow? 

!bout sixteen thirty- seconds . 

We have cut it a little tine on a f ew 
occasions when i t is straight exchange, 
haven' t we? 

Yes. I looked i t up Saturday and about a 
halt is an average. 
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Hadley-: 

206 
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We have usually missed it. We have alWS¥S 
said that is about what we would like to 
give, and then the market has gone up 
right afterward;we have given them a little 
more. 

The thing about this, Wr. Secretary-, is that 
we figured, and it will probably work out 
that you will have a bunch of higher premiums 
and you won't like i t , but, on the other 
hand, you take September, there is definite 
risk in it . 

Yes , I have to admit that . 

You do? 

I have to admit there i s some risk in 
September. 

Well, what about June? 

June is all right except that you are heavy. 

Well, there is no fixed obligati on. 

No, they are callable and if your interest 
ra tu st&¥ where they are you wouldn't be 
justified in passing over t hem. But, again, 
you .88¥ you won't be here. Yqbe the rest 
ot us will, aiJ;fWay. We will take the blame. 

It you fellows think September is risky, I 
don' t want to do it. Do you think September 
ia risky? 

I think it is unless you oan get some informa­
tion from the market that they are going to 
support a one percent . Devine is the only 
one that sa7s y-ou can do a one percent, but 
even he is wondering whether the market would 
support it. 
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He is the onl: one who S&fS I can do a 
one percent? 

Yea. All the others have said a one percent 
»arch or a one and one eighth Sept8JI­
ber. I think it might be interesting to 
talk to Mr. Devine and find out how he feels 
about it. 

I don't want to talk to him. 

You might get the Federal t9 buy some of 
them and get rid of some of their longer 
bonds. I don ' t think fOU ought to start 
out on the assumption you are going to have 
to support it. You han got to put out some­
thing that won't need support at least when 
we start . 

Did &n)'body say June? 

No, you have got a June here. It ia twelve 
to sixteen thirty-seconds, and that ia all 
right . If you leave Karch with less than 
five hundred million, when you come around 
to that period, you can alft1s get rid of 
half of your June by refunding in Karch, 
eo that fOU can rele ve that load there. 

lh.at h the •tter with June? 

June is all r ight. 

Too heavy a .. turity. 

But forgetting about that. 

The bond iaeuu in that area have been a 
little easy because it is rather loaded. 

What de you think, Dave? 
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I can't deu, there certainl1 is soae risk. 
I don' t think the riak 1a nearly aa great 
as the others do, but it ia there defini tely. 

How would you feel it I put it into June? 

Well, I think it is all right. It is a 
little safer, but just on the question ot 
uturities, there ls something to be said 
tor hav!ill it 1n September because there 
isn' t bing there. PeoDle looking to 
spread t e maturities haTe an advantage in 
having it there. 

Well, there is nothing 1n Warch, either. 

Well, Karch is absolutely - well, there is 
a litt le something. 

Four hundred eighty-nine mill ion. 

How about letting them put up fifty cents or 
something? That is not so dumb . 

Well, put out one and an eighth September. 

No I won't do that. 
(~. Eccles and ~. Piser entered the conference.) 

You couldn't ask for a halt point. You 
would han to aak t or a quarter. 

This is where we are, to tell you where 
we are. We are down now - New York wants 
a one at Karch 15, '46. 

One percent? One percent coupon? 

Yea. 

And they aq troa eixtieD to tighteethirty­
seoonda would N the low. 
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They say fro~;~ 1vhat? 

The low would be sixteen to eighteen thirty­
seconds . They think it will sell at about 
a half, f rom there up. 

Well, it is up. Eighteen to twenty-one, 
Hadley has got. What have you "Ot , "leorge·? 

Sixteen to twenty-t1fo. 

So it is above the half. 

Has Piser got to go with these fellows or 
is he still the lone wolf? 

I will speak for Piser. In his fig~ure , 
estimates, it was based upon 1-d\at he under­
stood in talkin~ to Dan was eoine to be four 
hundr ed thousand cash . llo was fip,uring that 
you were going to get a million dollars here, 
f i ve hundred thousand refunding end - or 
six hundred thousand and four hundred thousand 
of rnone7, which of course would have made 
some difference if you vtere putting out that 
much r.tore . 

Sure . I am sorry he misunderstood ce. 

Knocking out that cash end of it, I couldn't 
understand just nhat the difference nes, but 
t hat is--

i'/ell, no1t we are talking about the same thing, 
and where is he? 

Speak for your self. 

'Yell, I have a rather 1dde ranr,e for the 
March ' 46 from a premium of six thirty­
seconds to thirty thirty-seconds . 
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Gee! 

And rq beet gueea on it would be about a 
halt point, which is the same as New York. 

Well, that is your average ot what you have 
got. 

It ie on the low side ot the average . 

Well, sou ot the boya here think that is 
a little rich, Marriner, and we were just--

! wae just talking to Pber coming over in 
the car, and he said that he thought that 
the Jfarc:h would be the sate one. There would 
be no question about Karch because even at 
the moat peseimlstic approach, it is still 
a little above par, and it you are optimistic 
it is nearly a one point premium. I said 
it you put out Uaroh, I wouldn't be - I 
would think t hat June would be all right, 
that the idea was to price this issue 
rather closely. It is a short issue, and 
JOU didn't want to put it out and then tind 
iaudiately ther e was a three-quarters or 
one point premium on it . It is pretq diffi­
cult to see how at this time a one percent 
issue ia going to go below par. It aq some 
tiM a little later on, I don't know, but 
cer tain1y right now the WSJ this ... rket 
locka, I wouldn't be afraid ot an issue -
it ia all refunding. It isn't like JOU are 
getting new aoney. 

!hat ie right. 

And I wouldn't be a bit atraid ot a June. 
~ preference would be June. 

Well, the trouble is, they point out there 
will be two big issues which have a call date 
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on them. I talked the sq wq you did 
when these boys brought to ~ attention 
that in June we have got a billion thirty­
six in '46-'47' s and ei~t hundred nine­
toen million of '46-'49f8. 

I wouldn't worry about that because you have 
got a different problem. You have got a 
five hundred t housand note iaaue here. 
Thole are bonds you are talking about. It is 
in entirelf different hands, different holders. 

'lell, you just came in, and I was at the 
same point. I ~~~&de a suggestion that I 
would like to make to you on account of this 
stuff, that we make them pa, us a little 
p r ellli um. 

I don't like the premium idea. 

Just add a little cash 10 when they refund 
t he;r will give us a llt~ cash. 

That is the we;r to equaUn it, but I think 
the reaction wouldn't be very good on i~ 
and it is another change. I t is s0111ethmg 
that we haven' t done. 

Ho, we did it . 

We have done it, but we haven't done ver-r 
much of it, and we haven't done it for 
quite a while . 

And they didn ' t like it when 7011 did it • 

Oh, I don't know. 

Did they? 

I don't know. 

• , 

; . 
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I tell you, it you were putting out an 
existing issue and lt was selling at a 
preml1111 and the prllllUll was falrq sub­
stantial, .L think there mleht be soae 

iustlficatlon. I have thought in times r.st 
nstead of issuing new issues, it would e 

better to open up exlatlnf lsauea and sell 
th1111 at a premlUll. Thh s a 111&11 lasue, 
and the prllllUll would certai~ be awtull: 
Slll&ll, wouldn' t it? 

You said a quarter, didn't JOQ? 

About a quarter, JIS. J. quarter of a point 
would out th.e preal.11a down to about ten 
thirt,-seconds, something like that . 

Well, that 1a shaving it - it lii&J be shav­
ing it fairly close on that . 

Do you mind if I just ask the boys in New 
York to think this over tor a minut e? 

No, I think it is a good thing. 

Let iie just ask t hem to think it over and 
get their reaction and then I would like 
to lmow. 

I don' t personally like it offhand, 

You think it is shaving it too close? 

I think so. I would sooner take the Juna 
!a sue. I 110uldn' t be &!raid of the refunding 
five Jsars hence on that. I wouldn't walk 
• .., frOIII that at all because 709 have got 
bond a oomlng due. They are entirely a dif­
ferent type ot investment. This is a note 
that ls ca.lng due . 

It ia piling an awtul lot 1n on one date. 
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Well, part of it could be anticipated, sa;y 
t hree months in advance, and the rest of it 
allowed to run to June '46 . 

It is awfull;y hard to see five ;years hence . 
What might look big now as a maturit;y might 
look awfull;y small then. 

!low lllllll¥ thirt;y-aeconds would it lop off it 
we did i t in june? 

About six, I think. 

Six? 

That is the wa;y I figured. 

About six off, five or six lower. 

It you put a quarter premium on it, how man;y 
would it lop off? 

It would lop off eight. 

You put the quarter premium on and it 
would be just about theequivalent of 
the June issue. Uf preference would be 
June in spite of your maturit;y. 

How do ;you feel, Piser? 

Well, I think ~ first preference would be 
March with no premium. 

That would be your first? 

~ second would be Juno with no premium, 
and the third would be l.!aroh with a 
premiwn. 
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lou could knock ott a few thirty- seconds 
b;r making it Ka;r, not ver;r IIUCh but three or 
tour thirt;r- seconds . 

Put that in ;rour pocket , 

Is this a new one? 

It ;rou aake it August 1, it is just the equlTa­
lent of twent;r- ti ve c.enta, 

Oh, I don 't want to do that. 

Dan, reall;r what ;rou sa;r here, ;rou sa;r here 
is a tour and a half ;rear borrowing at one 
per cent and the Treasur;r isn' t satisfied to 
give the market tour and a half ;rears at one 
per cent. The;r want to gin them a prelli1111. 

(The Secretar;r held a telephone conversation 
with )(r, Sproul and }lr, Rouse as follows) : 
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Hello. 

Sproul and Rouse. 

Hello. 

Yes , sir. 

October 2?. , 1941 
ll:43 a.m. 

215 

You 're on the loudaoeaker, anc Chairman 
::ccles is nere. '~e ' re hav i ng " very frier.dl y 
d i acuesion and we're down to this . ~ello . 

Yes. 

Some or our boys in th~ rreasur y t ni nk tnet 
the l4arch 15 mi gh t b~ a l ittle rich: so t here '• 
two al ternatlves. l~r. ::oclea auegeats that 
we go t o June and some of our boys say make 
i t Harch 15 and charge a quarter ;.re<~~i u.'ll . 

At :·larch 15 what? 

'.lith s (!uarter 'lremium. 

Oh, yes . 

And we just wonder ed how you oeoole ·~ould 
feel down there. 

·.;en, I 21y seU' d <>n ' t t hi nk the ::arch •46 will 
be too rich. There's tha t ooseibilit] , but 
I thi nk co:nl.ng uo to :lovember 1st 'Aith the 
change in reserve reqwirements 601nf i nto 
effect wl th the :lev York CitY banks exc.,ss 
reserves being dovn aubatantiBlly- although 
still ample 1n any ordinary si t uation - still 
in relation to vhat they have been, down 
substantially; and tha t there has been some 
firming or short-term i nterest rates and there 
may be a little ~ore , although I don 't think 
the March 146 on balance is likely to ? rove 
too rich. 

I see. You do n ' t really think eo? 

• 
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No. 

Hov do the people t eel that you 've been 
talking to - I mean, anybody vant to go 
out beyond Maroh? 

216 

No, I should say that most ot tqem sa1d that 
you m1gbt go out to September 1~6, but it would 
be thin. 

lCeab. 

One, the Chase Bank, thought that a Mar ch 146 
one vae perhaps a little t hin, but they 've 
been playing very oloee to the mar~ t there, 
and their i deas on short rates perhaps are a 
l ittle high at the moment. 

Well, do you think t hat vith November let 
eo olose , some ot the banks may let some or 
these run ott? 

No, I don 't, beoause I don't think t here's 
going to be a great deal or trading i n these. 
I think that moat ot them tre going into banks 
and sta y there. But I don t thi nk they'll be 
out buying t hem in the market i n addition to 
vhat they ge t on allotmente ••••• 

I see • 

••••• or on exobana•· I don't think t here'll 
be INOh btJ11ng i n tile marke t by the banks here. 

I eee . 

A.nd 1t JOU' re dependent f or some buying on the 
benke out around t he oountry, it, I think, 
would look better on a Maroh •46 one than on 
a Sept ember one. 

I see. Well , vhat about June, Mr. Eooles vanta 
to knov. 

Well , I think that would be better than 
September; but my ovn mind - i n my ovn viev -
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the !larch is close enough to the market , 
and gives you a little better orotection 
on the issue. 

Now, if you'll Just mind standing by a 
minute we • .. .. 

217 

And furthermore in June, you have a billion 
eight, I t hink, or other securities ma turing. 

That's right. Now would you mind Just holding 
the wire a minute or two? 

Not a bi t . 

'Ae'll try to settle it. 

(Secretary talks aaide ) 

Hello. It you'll wait a minute , I'll call 
you back so you won't have to be standing 
there. It'll be two or t~ee minutes. 

All right. We ' ll be here . 

I ' l l oall you back in two or three minutes. 

Right. 

Hello. 

Go ahead. 

Hello. 

Hello. 

ll:55 a.m. 

'1/ashington 1e go1n13 to be big hearted and 
generous. !4arch 15, · ~6. 
Well, I think you'll get an adequate response 
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t or that generoe1t7. 

Well , Dan says 1t 1 e getting close to 
Ohr 1B tlllll e. 

(Laughs) 

(Laughs) 

Santa Claus la Just around the corner. 

Well , we know we're being big hearted. 

Yeah. 

So the boys will go to work. 

218 

Well, it'll leave a much better taate than 
the o ther. 

'«bat? 

It'll leave a much better taste than the 
other. 

Ob, yean • . Eight tbirt7-eeconds better taste. 

(Laughs) 

All right. 

All right. 'l'hank you. 

Thank you. 

Good-bye. 

Good-bye. 

Good-bye. 
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What do 7011 think, Dan? 
/ 

Well, Certainl7 the Karoh 15 ia the safest 
issue and it will probabl7 make ua feel good 
if it does go up. But the only thing that 
will worry me is the statement on rights, 
and have them get a great deal more than we 
antioipated them getting. 

In Tlew of all that has been aaid, I expect 
Karch is the safest. I certainly wouldn't 
go beyond June . 

Badle7? · 

I would rrefer March to June. I think the 
premium n June is enough, but I don't like 
that haTing the maturity of two billion and 
a half on one date when you oan avoid it. 

Henry? 

I prefer Karch. 

George? 

sme, Karch. 

Dan? 
I take Karch and a pre1ll.um, and it 1D uld hen 
the added advantage of getting thea used to 
that kind of a thing m i ch a&7 gin you a 
little greater tle~ibility later on, and 1 
also think there ia a lot in what Dan said 
about not giTing it too big a premium when 
you han been trying to cut down the rights, 
and you are going to tr;y to cut down in them 
in the tuture on the refunding of these guar-
anteed iuuea . 
1 think we have to do this, Kr· Secretary, 
too, when we haTe got some msrkera out 
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there. we haven' t got the markera on these 
taxable securities. Tbie ie eort ot a void 
place, and the boye are guessing on the prices, 
We are in the esae poeition here as we were on 
the two and a halvee, It ie a little bit 
unchar~ed territorr. 

lUrch with no preal.WI. 

Karriner, you have the last say. 

t'ell, I think the difference l.s a sull it ... 
I don't feel like Jllan does. If this wasn't 
a refunding ieeue - now, these banks that bold 
tbeee secur ities haven' t got another place 
in the world to put their securities , and 
they can't sell thea. They can't sell tb .. 
and buy anything else . 

What is happening today, FHA loans through­
out the country, instalment credit loans 
are diminishing rapidly and I have talked to 
enough bankers to know that they are foing 
to be etrictly up against it tor earn nga , 
for a place to put the money, and I u not 
a bit concerned about - wouldn't be a bit 
concerned about that June issue. I wouldn' t 
be concerned, becauae you bne got that uturl t y. 
I think that mother the hundred thousand 
aaturing, being a note iseue - and you have 
got bonds , you have got two different claseee 
of inveetore. It is a queetion of refunding J 
at that tiae so as to aeet the demand of the 
investors. You have fot t wo different types 
holding these aecurit es that will .. ture. 

1t the same time, it the Treuury teele, aa 
apparentl y some of the ·boys do , that the fact 
you have got that big aaturi ty in June takes 
June out of the picture, I would aay lUrch. 
I aa not in favor of the premium at this time . 

• - ... _- - - ! - - -_ • 
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I wouldn't put the prellll.UDt on. 

Karch? 

I would put Varc~ without the preal.1111 .. 
111 first choice would still be June, because 
I am sure that that doesn't give 70u too 
111.1ch of a premiWII, and I tear Varoh is going 
to give 70u a fair - a preaiUDt that is poaaibl7 
more than expected or justified, but I wouldn' t 
object to taking that chance. It is a maall 
maiter. • 

Well, I think we would be criticited for doing 
Jwie. 

On account of the maturities? 

Yea. 

I think 70u ma7 be, but that is -­

Mr. Secretar7, if the --

Louder, Henr7. 

If the issue were to be thinned down, I think 
there is something to be said for June as a 
date in the abstract, as opposed to Karch. 
The things which fall in June will not be 
urgent. There is a three and a three and an 
eighth. Tbe7 are both the first call date. 
You have two 7eara in one case, and three 
11ars in the other. On the other h.and, 
Varch ia no bed of roses. You have a three 
and three quarter that 1a callable then, 
and because of the higher coupon, it is 
more urgent. In the eeoond place, on 
April 15 7ou have a final maturit7 of the 
three and a quarter. Now, as the Chairman 
baa aaid, five 7eara is quite a time in 
advance, and poasibl7 that three and a quarter 
will be running to uturi t1, and it ao, it 

I 

Regraded Unclassified



R.U. Jrr 

Eccles: 

H.II.Jr: 

Eccles: 

H.V.Jrr 

Eo clear 

H.II, Jrr 

-

- 18-

la a .uat1 whereas the oall datea aren•t, 
eo I th1111t between Karoh ud JUBe 1 t h aore 
or leaa of a toea-up. I Juat wanted to 
put that thought ln. 

Well, I feel thh WIJ• Jorull7 those aen 
down there - Sproul haa been ver, good, 
fOU know, 

Oh, 1"• Sproul 11 worldag rOt- the Gonrn­
•nt. 

Jnd be la a little bit worried ud a little 
bit cautloue, and eo I would rather do the 
Karch, and it the7 get eight or ten thlrtJ­
aeoonda .too much, wnat the hell. You neYer 
know ta.orrow what tll.t war newe will be, 
ud the7 can 117 what the7 WaDt, but the 
market doea react , 

that the banka and credit inetttutione, 
glYe them a little better earning, I 

that lt tekea the preaeure ott troa 
tmng to expand. What. are tr7ing to 

to the inatitutiona ia, "Don't go 
ud lou a lot of aone7, and don • t go 

out 1nd bid up the price of bond•, ud don't 
trr to get thla 1tuft ln the hiDda of an:~ 
low, it we WaDt thea to do that, then we 
out thea eo a.. clo11 that the7 cu•t erlat, 
ud tha7 han get to go out . So froa tlilt 
atdilpolnt -

You are aatlatled' 

I aa perfectl7 aatiafl•d to give the banka 
thla extra profit if fOU want .to call lt that. 
That 1a wha.t lt ho We will Ilk thea there• · · 
fore to cooperate otherwill, I think, evm 
thcnagh it g1ne th• the prnd•· 

• 'fa.. let' 1 .., llaroll 15. It hu oal7 got to 

• 
It 

• • 

---..-.,._ • -· ~-n.--r 
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be open two days, but JOU can get an awtul 
lot ot bad war news in two dafl. 

This issue ia pretty highly concentrated in 
a number of institutions , I think one day 
is enough, 

Oh, I think two, 

I would make it two days, E?eq time we hue 
closed it in one day we baTe had a lot o! 
criticism. 

Thursdq and Friday? 

Close it Friday night, 

You would announce it today to the urket? 

No, tomorrow morning, Notices go out at 
noon for tomorrow morni ng's papers . 

All right, Karriner? 

I wouldn't be afraid o! leaTing it open, !roa 
the standpoint o! whateTer the news may be, 

It ia a little rich, and I don't like it 
particularly, but I am between the deYil and 
the blue sea. 

SoM ot these times on these laauea, we will 
probabl{ want to giTe conaideration to the 
poailbi ity of chargi, a prelliua for exchanges 
on the second day, so t will force the ~~f 
fellows in New York in on the first da, 
then these country stragglers who llisa out 
because they forget it, penalise thea a little 
bit, When rou haTe tO glTe three daya On an 
iaaue that a pratt{ widely held, the big 
fellows hold right o the last day and tliey 
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han got JOU in a pooktt lf 10'1 han got 
bad niWio 

That la rigbt. It ia a good idea. 

I • glad that we did one thing 11•terdar, 
and that is that we didn't deolde to ell.tnate 
r ights. 

You are' 

Yea, I ... md I • gltd •• decided not to go 
fi ftr per cent. low, I think thia whole quu­
ti on of rifhta needs a lot of thought and 
conaiderat on. 

I agree with JOU• 

And that before we juat arbi traril7 decide to 
cut out - go ahead on JOUr telephone oonveraa­
tion, and I will talk later. 

(The Secretar7 hel d a t elephone oonveraation 
with Kr. Sproul and Jll', Rouae 11 follon)l 
L. __. 

Mo-t 
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Ecclea r 

H.M.Jrr 

Ecolear 

H.M. Jrr 

Eccles : 

H.M. Jr: 

Eccles : 

H.Y.Jrr 

Ecclear 

Bell : 

- 21-

I waa •111DC that thil qaeatloa ot richtl, 
I thiDk, h a 'ftl'f, nq iJIPOrtant iuua, 
and there la a lot ot - there are a lot ot 
arCUJMntl, it aeau to .. , tor oontlnulJII 
richh. 

You know, I didn't aq anJthiJII. 

Jo, I know ;rou didn't, and I think we UJ hne 
Mde a great 11htake it we had decided to do 
what Sproul indicated ci~e th811 tiftJ or 
to diacontinue the11 ;!together. I ~d lib 
to hne a dhcuuion ot thia 'llbole question 
frca nerJ point of new before that lane 
is decided •• a 111tter of polic7. 

Let'• do thh, lfarrlner. Let's han another 
TreeiUl'J - Federal Rea•~• ~~eetiDC ••1 next 
WedneadaJ f or lunch. . 

.lad discuu --

Thh or anJthlDC else. Rights and ao forth. 

I thiDk the question of right. 1e a 111tter 
that -

Excuse 118 a llinute. 

(The SecretarJ left the conference) . 

I 111 uld like to 1ee Allan and Roul8 conalder 
thl• 'llllole thiDC and have th• 00111 down and 
then I would like tor our fallew~ here to ha~e 
a chance to diacuaa iti and then co11e o~er 
and ~~eat with JOU peop e hare. The sole 
purpose would be merel7 the diaouaaion of 
this qaeation of righh, 'llbat ahould be the 
future policJ. 

I .. not in fnor of --
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Eccleu 

Bell: 

Eccles: 

Bell : 

Eccles: 

Bella 

-88-

I aoD' t Wilt JOU 0111. lq out 111.7 10111 tom 
t1Jwlo1DC PI'OII'• withoat OPOIIW thit 
brUce, ooul4oi"1Dc that. I Wai lt h 111. 
lDtoinl part of JOV 'lllolo flmaro tlauolDc, 
aa I thlilt 1t h llllflall7 •rtoat right Dw, 
urfull7 lllportlllt. 

I u Dot lD fnor of oli&Dat1DC but I • 
lD fa.or of outtlac thea aowa a ilttlo lD 
prloo ana aaking lt a little oloeor. I 
thlllk thl1 half on a one per cent lfaroh 
will Ju•t about gln thea wbat tbe7 thought 

· the{ "~"' going to get lD th1 t lr1t place. 
Tha ll the •1 I tldat 1t will piD out. 

I haYo al1o booD lu fa.or, o-n, of prlciag. 
.U loac u JOU an aolug JOur open Mrtot 
tl.nanclac 1 t h gooa budaou to prlco JOur 
etuft Jut a1 noarl, u J'OU can to tha amt 
ana aoD1 t glYe aDJ .Ol'e than l1 ab1olutel7 
neceal&l'J• !bat la good financing. 

But a..a it, w are alwq~ up agalut ~­
-l'IODOJ. !Yel'J tiae W ao aDJ ftnuolJic 
1-th!JIC Juat lll"'ad tho COI'Illr ll liable to 
happeD. 

• 
'l'hat baa •4• all the altterence in the world. 
That h wbat JOU haw botn up agalut, 
two th1,1. low, I han al..,l tlgurod that 
We ban IOD to~ glllll'OUI lD OUI' piicl. 
and 7011 will find that I haw alw.,l bolD 
oa the oloeor pricing dde, all the ••7 along. 

Tee, but 7011 han cot to boar lD aiDa that 
thh follw here hU the burdiD OD h11 1houlaore 
tbat lt WI a- WIIC falll Jult booaull 
of a tow Wrtr-•ooOIIIl•, 1t h alwqe bo1t 
to tlko thOII fn thlrlJ•IOOODda, bettor than 
to c baok the ot hel' .., ana han lt fall. 
.. " alwqe boell up acalut that. 
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I think normally that has been true. You 
are in an emergency today, you are in a war 
economy, and I think we more and more have 
got to look to Federal Reserve and Treasury 
controlling the market, and less and less to 
what we speak of as the "natural" market . 
That is the way I feel about it. We have 
been in the past, and I suppose properly so, 
depending upon open market financing, looking 
at what we termed a "natural" market, although 
it wasn ' t natural, as gold, silver, excess 
reserve picture was the thing that made 
the market, and not anr natural condition 
at all, but you are go ng into a war economy 
of tremendous proportions, and we have got to 
be prepared to exercise more and more controls, 
not only in the field of defense requirements, 
but in the field of defense financing, and 
I think t hat we have got to t ake a look at 
the British picture, and a look at what other 
countries are doing, and I am much less con­
cerned about financing in the future if we 
will look at it from that standpoint, am I 
can assure JOU that the Reserve System is 
clear over now. I mean, they were open market, 
natural market, but they have come an awful 
long way on the other aide of the picture , an 
awful long way in the field of completely 
and fully cooperating with the Treasury 
in the matter of a long range pattern, using 
the full power that they have in conjunction 
with what the Treasury has, and I am sure that 
we can do any~hing that is necessary to be 
done . We don't need to be afraid. 

?~at are you going to do after the war is 
over and r.e have ten billion dollars of 
Savings Bonds out, and they all come in to 
cash them? 

I wouldn't worry about it . 

. 
• 
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Bell: 

Eccles: 

Bell: 

!:ccles : 

Bell : 

Eccles: 

H.JJ. Jr : 

Eccles: 

H.M.Jr: 
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wouldn' t you? 

No, for this reason. Let me tell you why. 
People that are going to cash Savings Bonds 
are going to have - they want to spend that 
money and that is what you want . Now, the 
Government will have to refund - it is a pro­
cess of refunding. If you didn't have the 
refunding, you would have new financing to 

~ do, see , to supply - to provide expenditures 
to take care of, possiblJ unemployment. 

I think that is f ine, if they don ' t come too fast . 

Well, I hope they wi ll come fast enough to 
provide spending power. I would sooner see 
the Treasury refund Savings Bonds because 
the savers are spending the money than to 
have the Treasury go out and have to borrow 
new money to provide for public expenditures . 

we will probably have to do both. 

(The Secretary returned to the conference) . 

Well , some of both, but the faster the savers 
will come the less you will have to do the 
other way, Dan. 

Well, Yarriner, thanks for your time. I feel 
the way you do. It isn' t aomtthing you just 
pass off lightly, and I am glad that you are 
satisfl:ed that we didn' t do half. I just 
didn't want to to it. It is all very nice. 
There are two sides to this story about rights. 

I will say there are. 

There are two sides to this thing and ~e have 
been pretty successful , and before we change 
the system I want to consider it pretty 
carefully. 

Regraded Unclassified



Eccles: 

R.\1 . Jr: 

Eccles: 

H.M.Jr: 

Eccles : 

Pell : 

Eccles: 

Bell: 

Eccles: 

H.l!. Jr: 

Eccl es : 

H.M.Jr: 
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You have got le11 reaaon to change it now 
than JOU haTe had before. 

That is right, and if you would come OTer 
Wedneada7, 1a1d it JOU would let u !mow 'llho 
JOU woula like to bring with you. 

What I was going to euggeat ia that I would 
like to han Sproul md Rouse atud7 this thing 
and I .,uld like to have thea COM down and 
have our Executive Committee, the Open 
W.rtet, take the reaponaibilit7 tor thia 
along with Rouae. Of courae, .Ulan ia on 
the Co..ittee . And then I would like to hue 
that co.! ttee aeet with 'llhoner JOU want, and 
I think we should poasibl7 better have a .. eting 
instead of a luncheon on that , 

Well, it is this group i n the rooa here. 

we~l, let' s meet whenever you want to. 

When will you han them coming to town? 
If 7ou will let 11111 know when the7 are 
coming to town, I will aake ll'rengeaenta 
to 11111et thea after JOU han 70ur meeting. 

lh7 don't we sa7 next wednesdaJ' 

'l'bat is tine. 

For discussing this whole quest i on of righta. 

Then you will get in touch with Dan? 

Yes • 
.Ul right, thank JOU ver7 much. 

Regraded Unclassified



' 

Secretary Uorgentbau 

Vi. H. Hadley 
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p 
y 

October 22, 1941 

NEW TREASURY NOTES 
Probable 

COUJ200 Maturity Yield Prioe Premi 111111 

1.% ),!ar , 15, 1946 0.85 100. 21 21/32nda 
(4 yrs .-4 1/2 mos .} 0.87 100.18 18/32nda 

l!a7 1 1946 0.87 100.18 18/32nda 
(4 V2 yrs . } 0.90 100 .14 14/32nds 

June 15, 1946 0.89 100.16 16/32nda 
(4 yrs .-7 1/2 mos .} 0.92 100.12 12/32nda 

A~g . 1, 1946 0,90 100.14 14/32nds 
(4 ll'l'B . -9 mos . ) 0.93 100.10 10/32nda 

Sept . 15 1946 0.92 
(4 yrs .-io 1/2 moe . ) 0.95 

100.12 
100.8 

l%32nda 
8 32nd• 

1-1/8% Sept . 15, 1946 0.92 100. 31 31/32nda 
(4 yrs ,-10 1/2 mos .} 0.95 100. 27 27/32nd• 

Nov. 1, 1946 0.95 100 .27 27/32nda 
(5 years) 1.00 100.20 20/32nda 

REOPlli OLD IIOTE ISSUE 

Present Probable Reopen 

~ Outstdg. Prioe Price at 

3/47' 3/l5/43 66 mil. 100.22 100.18 100 
(1 yr .-4 1/2 mos . ) 100-1/8 
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October tt, l i41 ..... ..., ...... --. . 
... ••1'1'1• 

"'"'"'' u.- late ... UH .. lllllloadrlal aM -lel,al 
tl .... l ... 

.t.n .. •la .... lH wl'il .... "' .. 11 aM ..... wall apw 

t.ba\ \be lat_U .. -•1:1 a.allable tHe ...-1ar •-•• la 

of a1M1t .. ftbl wl\b napae\ \a a.,l .. U.u ef •ts..t ... • 

I\ 11 l"'lel\84 \M\, nbjMt \a 7 ... ..,._.al, I 1~1- wl\b 

the 1 .. 'fork ,., .. al .... ..,. a.ak HlJ ('IIIII\ 101 Mat._, d Ulla 

UM, \O 811JODI 1111) \be ..... If 'illb '-lkUC \1 dealiN la 

Ulllr dhblet, J111H1J •• the b .. h at eb'-lalq late .. uea u 

h Uallll• .., u ..... anaa&-•'• tar a WlldJ .... .- 111u 

ap .. ul daUr .. ,..._, lf aa l ... .,..., abaal• ....... It \Ilia 

•••• ••• ...a aauatad•rT• u -u 'bl ·~ .... "-. ,._ 

P ... nl • ••..,.• Dll\rla\lo 

U h alM ll&IINMd Ulato la ..... M kMJI lat ..... -

the Mlla\lral ..-1 .. at ... ual aqEL u.,..., , .. ,.llpata 

•-.. " u ..... t~ala wt.t!l DIMU 1•11•'• ua alaatl•· 

• 
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~u,.. 1\at-\ of llaleo llurLDc 
Jtro\ :llpt- :&u.lu11 ~ at:"-'· hpt•'ber, &D4 Oc\o'ber, 19~1 

(.....,... t )...21, hpt..a. ... L-22, Oc\ol>er )...21) 
~ lluu of I11'U J'rioe 

("""""" u tllouaD4a at: 4o1J.en) 

lal• 
"-' ot lioreau I hroea~ of IaoHue 

or Deo:r.ee H er Deo:r.ea H 

~erie• :a - Poet Qtf1-
hrlel :a - .... 

hrleo I - !o\al 
hr1• ,_..,.. 

a.n• o - JuD 

Oc\ol>ar 

• 24,720 
53.532 

12,252 
15 ,1}6 
11,71J 

tl79.17l 

OCto~ 
I hp\.-.r I A>acu\ OYer 

I I Sept-er 

• 24,5:~11 • 29.527 • u6 
.... roo 55. 70} ll,lr}2 

77,2}} 15,2}0 5,019 
12,210 15,1.80 2,156 
76.91} 93.691 11,170 

.166.1127 tl9~.10S tl2.7~ 

: hp\..'ber Oc\o\er a.p~ ... 
I - - Oftl' 

I !¥!!' I S!p-MI' I !np\ 

-· m o.~ - 3· '!1' 
- 7,00} .1:.! - 12.6 

- 7.997 6. 5 - 9. 11 

- 2,900 23-3 - 19.1 
- 16,715 6.3 - 17-9 - -
-•27.611 7 -~ - 111.~ 

= =-== =-

C · "'Citf=1=-o-=,-at::-:-"'••:-::-"'IMN\U7===-:at:=,:-:.,.=tr=_.,.==-:, 9Dt.=rt:-::,:.l-::.,.:-::at:~•-=-==-=aa=-4...-.l;:-\e::\::l-=a\::-:1:-•~· -----~Oc\=o"'-=-.22=-, -.l""§ij"'l.;---

hvoel All ti...- are a.poouo vUb \be !reaover at: \he Ulllh4 Ita\• 011. ••-• at: prooee41 at: 

eal• at: Ulllh4 1\e\- le...U. - · 
Ja\a l J1cvoe - Mia 1 a 'eel \o •-• \~M4 aa4 vlll ao\ _,....llT a44 \o \o\elo , 
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• 1,~ 
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1, 
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~ 2,~ 

~ 179 
1,m 

17 1, 
lC 1,110 
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21 ar 

!otel • 28,7110 

kriM. 

• 3.CIIS 
1,115 

3·= 1, -.m 
2,m 
~:270 
3.671 
2,lloo 
3.~ 
1,012 
2,~ 
3. 
3.= 2, 
3.395 
2,029 

.53.531 

llnDD - U"flll08 liOIIJ)8 

ll&1lT hloo - Oc~'Mr 19111 
Oa Jute ot x..,.. l'rl.,. 
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:...:..-lalH 
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1,~ 6,~ 10,617 
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572 2,913 6,010 
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~·272 ,,,3 ,, .0911 7.129 
1,la -.,., t.nc 

261 3.~ 
1,~ 
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'" 3,100 1,091 
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~ .... lalH 
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1,"" IQ 

3.~ ··~ ~·0'-5 ~ 7.z 
.1119 ~·,.. 

,, 
5,031 ll6o ·"' Je,ll61 
3.~ "" 3.013 7.1163 
6,2:21 '" 3.100 10,tll 
1,911 ll36 '·"' 6,JU 

• 12,252 • 15,136 • 11,ro .1.7 .. 171 

ottlM ettM ...... et tM lriWLi, Dh1o1oa of le-e 11M 1\aUeUoe. OneMI' 21, 
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I 
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!IMJr: 

Operator: 

HMJr: 

Admiral 
·oaeache: 

HMJr: 

\' : 

HHJr: 

'A' : 

Hl~Jr: 

'If : 

HMJr: 

W: 

HMJr: 

W: 

HMJr: 

W: 

HHJr: 

W• 

HMJr: 

Hello. 

Go ahead. 

Hello. 

October 22, ~941 
4: 05 p.ll. 

'tlaeeohe, 1-lr. Secretary. 

Yea, Adlliral. 

Mr. Seoreta.ry, I'm over here in the State 
Department now vi th Ca"Qtaln Tboua of the 
Navy •.•.. 

Yea. 

•.••. who waa over ln Ruaala with thle 
Harriman mission ••.•. 

Wonderful. 

234 

• •••• and he has a mass of data on that with 
the names of all the ehipa. 

Yes. 

Rather than r41 copying all thle cSata, I 
would euggeat that- and ne'a v1111ng to 
come over to your office with me tomorrow 
morning at nine o'clock. Ia tha t agreeable? 

Perfect. 

All right, elr. 
morning at nine 
data you want. 

Then we 'll be there tomorrow 
o'clock with praotloally all the 

Will we have eomebody Who knowe those con­
ditione? 

Yea , sir. 

Perfect. 

Yee, s1r. 

Thank you. 
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!ll4Jr: 

Y.orrie 
~neon: 

HHJr: 

:!Y.Jr: 

·; : 

HHJr: 

HMJr: 

Hello . 

October 22, 19~1 
~:24 0 .111. 

Hello. Morrie Wilson speaki ng. 

!!ow do you do? 

Good aft er noon. That Ruaaisn list - i f 
you' r e s till interested in it, the copy 
ia on my desk and I'll aend i t over by 
safe hand. 

:tee. 

I'll send it over r ight away. 

Ri ght . 

235 

No covering letter; and when you're thr ough 
with i t , please tea r it up. 

Thank you. 

Thank you. tiood-bye. 
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HMJr: 

Averill 
Harriman: 

l\lo!Jr: 

H: 

HMJr: 

H: 

!IMJr: 

r:: 

HMJr: 

H: 

HMJr: 

R: 

!IMJr: 

H: 

!IMJr: 

October 22, 19~1 
~ :50 o.m. 

Admiral 'iaeeche haa discovered a man in 
t he Navy - a Captain - who haa all the 
intormat1on at hie tintert i pa on Russian 
porte. 

Ia t he t the man t he t wen~ >lith me? 

I imagine eo. It you'll name hlm I'll 
tell you whether i t sounds •...• ' 

Alt ••••• 

Some Captain in the Navy. 

Capt a in Braine? 

That sounds riGht. 

Or Cap tain Thomas. 

Thomas. 

Captain Thomas and Capt ain Br a i ns went 
w1 th .•••• 

236 

'ilell , I t hlnlt it wee Thoma e. •.~ell , anyway, 
he'e coming t o my ottioe with Waesohe tomorrow 
morni ng , a t nine. 

Fine. I asked hlm t o give me a me~orandum 
t or you and eo I thought I'd have blm come 
end see you. 

They' re oomlng at ni ne t omorrow. And then -
I Just wanted t o let you know I discovered 
t hat t here u ..... 
Oh, no. I eee it'e Captain Braine has been 
a sked - I've Juet got a no te here - by the 
Coaet Guard Admiral to meet with you t omorrow 
morning at nine o'olook. 

'Nblch one is it? 
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H: 

!!MJr: 

H: 

HMJr: 

H: 

I!MJr: 

H: 

HY.Jr : 

H: 

I!MJr: 

H: 

HMJr: 

H: 

HMJr: 

R: 

RMJr: 

H: 

HMJr: 

R: 

HMJr: 

- 2 -

Bra1ne. 

Brain a. 

B-r-a-1-n-e. 

Ia he good? 

He vent- oh, yea. He'e tine. He vent v1th 
Ac1m1ral Stanley on our part ot the m1aa1on. 

Well, I underst and that he has the th1nge 
that ••..• 

Would you vant me to be there? 

I 1d love to have you. 

I ' ll come and 11aten. 

'llould you 11lte to? 

Sure. 

We '11 eettle 1t on the spot. 

Sur e. 

At n1ne o ' oloclt. 

All r1ght, I ' ll ba at your ott1oe at nine 
o 'oloclt. I'll trJ t o pull myaelt out ot 
bed that eaJ'ly. 

Do JOU -nt cae to aend a Coas t Guard man 
around? 

What? 

Want me to send a Coaet Guard man ar ound? 

Oh, you 111 aend a Coast Guard man around 
to wake me up, huh? (Laughs) All right, 
tine. 

Good-bye. 

'~_..._.._.,_ 
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TO 

,,.,,.. 

' 
TREASURY DEPARTMENT 239 

I NTllft.OI'l'lC& COMMUNICATION 

.,.. .. 
Secretary worgenthau 

t..r . O' Connell 

October GZ, 1941 

Attached is an unrevised copy of the testimony given 
by Secretary Wickard yesterday before the House Banki ng 
end Currency Commi ttee . His prepared statement occupi es 
the f i rst three and one-half pe~s of the pernnhlet and 
t!le portion which relates to pa.t·fty pr ices for farm pro­
ducts appears on pageslB79 endlB80. 

His defense of the 110 percent of parity provision 
of the bill is contained in the marked portion on page 
1$80 . The amendment which he suggests to clarify section 
3{e) of the bill does not, as I see it, change its sub­
stance at all . The first three lines of hi s suggested 
amendment contain merely a shorthand expression of his 
defense of the 110 percent of par i ty provision in the 
bill . 

I have not examined in detail all of the discussion 
i ncl uded in the attached committee print as I under stood 
you wi shed to obtain an accurate state::1ent of whet 
Secretary Wickard said bef ore the Committee as soon as 
possible. 
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BIJlJUI. FARM DDT/1U~ - o ............. , .. . 
1\\JI\.\J ~ .. Ina.tmueh M l-he at~ Of 

AT PARITY PLUS 
partly hu been ttl• obJective d~ 

1 cJ.• Ad by Con,-..-... In our arrieul· 

ltunl 1•11•1•11on ovor •1n<e 11133, 
the ,.auutton or lh\1 objtc:Uve, 1\ 

, . eeem• to me, ourht to bt eauu 
No Lower lt&lll&tiYt Curb ror aene,.l e;aU•tacuon:· 
Would Bt Fair .Wickard says ' Prlte contrOl •&on•. Mr. Wlc~a.rd 

1 aa.ht, could not preve..nt ln.nauon. 
at Control Bill Hearinc A.tlde from tnc:rtt.Md tuaUon. 

controlled lnat.altm~nt buylnr and 
aavln.p by in4l"ld\i.&la. ht Mid 

--'t.l ..., '1-. ,. ... tM;c Toou,~'T"':"' J1't&tf;r prodi.leUon wu need· 
WA.SHlNGTON, ~t. 21-seer. ed to aartt tnRaUon. 

ta17 Wk.kard told liM aw. Buk· 'We ..,.. upee:U~ Uld workiAJ 
tOt' a toW ~ltu,..J prociiKtiOft 

lfll and~ O:mmULM toda,J tft ltU lbal wUJ "- \ht J'f'Ml4!A to 
~t 1M a.ppro'W'ed prlce-<:ofttrotlq"- our lllaWry ... 1M obMn'lfCL ~ 
LllaUoft. but that DO~ llbouJd! wQl be tnMc dupiU ~ t· 
be put oe farm pt1ou; at ..,_ than lnp or wt.Mt u4 cottoa. ot cb 

110 J1U etnl Cit pui\7 • the aftr. we baw ~ ....,..._ 'Tbe . 
' (:NUie will comt lD IDMt Uld 

ace ptice ot ta..rm commodl.tiH tn and ea-. liM toodl we need mo. .. 
ll'le bNt period l:lt:tore U.. World 
Wu, 

To put lh4l «1~ at pvi~. th4: 
kHtary ot Arrfeulture aaid, 
would 1'1..'1-.n that prieta would nuc:· 
tu.at. bttw"n putty and .om• 
lower polnt. wtth the ruult that 
tht farmer, alter twenty lean 
yu re, woul4 aUU not receive what 
Con,rrta~ In ltYeral en.ac:tmenl.l 
.tnae lt!.S ha.4 4eerH4 .u a fair 
prtce. 

Tht wtt.ne• ald. ht desl.red W1ih 
Lhe fumt.rt pner..tly to avoid a 
1"\dnou.. lnflaUon aucb u that 
wbldt accom,pe.nJ~ the Wc;~r14 War. 
O.opl.. - ct • .,....,_ 
nu."" on tbe part Of Ute ta.rrnera. 
•• oold, qotcul"""' ....... wtUdl 
b&d riRn rapidly rtetDUy, ·~ 
a\IU not out 0( tiJM. 

a.,.. Price _. O.t RIMs Dillw 

"1: cu tHUty rrom. my O'Wft e..,.. 
r1«na ot lbe put Utir't7 .)"MI'$."' 
Mr. W\dtard &ddte4. "'that when­
enr ra.rmva ,. .. a pric:e ri•, It I• 
uauany .wtn but tmet; n~m:u 
when a Clltmel''& C!OIU rUe. \beY 
may not roup u ll'lriftly, but once 
they p\ up, t.hey NY then. 

'"''ht nc:tnt ~ 1n Cann 
pr1C:N 1\t.Ye bftn unUI\IAllf n.pJcL 
but t want to make tt plain that 
In my apJnlon they are not yet c;~Ut 
of liM. tor \he reuon that lhHt 
ut lnC'1'M.IN trom ~elll wbSc:h 
Wltrt abnonn..Ur Jow . 

.. ln 1131, btfon the war broke 
out. prioef"•ot tum. procii.aett wt:re 
eo klw Lbat. the taJ'IDda ~ 
lft« powtr WN c;IQ)y aboUt l.bJ'wo 
tOW'U!a ot What It bad been Ia 
1110..14. Ont,r wtUW. the put 
.... u. or twv u.. tbe ~ 
pow.,. appn aelltd the pcutt,y kftL 
'1'1da W t.M nnt Unw Ill two ctKo. 
a dc U±wt 4w funw1"• mnrt--'"1 
JM)'Iftr hu rndwd pirlty. 
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PRICE·CONTROL BILL 

T'0"1:8DAY, OCTOBER It, 1841 

Hocu or Raou:s.,...,.,....., 
Co'10U1"1'1:'£ o:s BA..'OIUSO AS'D Cutu."'CCI', 

WG<hi•gt""' D. C. 
Th< rommittee mtt at 10:80 a.m .• H on. Henry B. Sltagt.U (cbair­

aum) pr<llidinf!. 
)Jen>b.n; r.'""'"t w..-o us fo llow>: Moss,.._ Sten,::o ll. Williams, 

SJ>Cnt·e, Fon, Drown. Pntmnn, Gnre, Mills, Mmwoney, Kopplernnn, 
1\oJ,.~, \Vulrott, OHfm-d, Cntwford, Kean, Miss Sumner, ?tlcs.~rs. 

Rolph. O.:w•y, 11nd Hu ll. 
111e CnMitliAN. Tlw committee will come tn ord(\r, \Ve hnYe with 

""tl•• St<relltry of AJ(I'iculture, M,-. Wickord. ~lr. Storetary I am 
..,,... tl.e oonuuin ee will be jllad to hear you di!leu"" this bill. it rou 
de!-ire to 111bmit1 preJ>tu·td statement, I am sure the committee will 
bt J!lsd to l~t&r you witl10ut intem1ption. You may proceed 

SI.&ltli:Elr.'S OF BON. CLAUDE R. WICXAllD, SECilETAJ.Y OF AGRl· 
CULTURE: DR. JO:NWETH GALBRAITH, DIJU:CrOR OF PRICE 
OPERATION, OFFICE OF PRICE ADJIINISTRATION: AND DR. B. B. 
TOLLEY, liUREAU OF AGRICULTURAL EOONOliiOS, DEFAJ.TJIENT 
OF AGRICULTURE 

Set1-etnry \V1CKAII1>. M1·. Chltirtunn Ancl member·~ of the comm.itt~, 
I a~roo tl•ornus:hly with the objectives of the I>Cndinf( bill. 
Pr~ rontrol alone c..nnot, of con~. pre,·~nt inflntion. The Con­

f!"'S6 tnd the eulminist"'tion hn,·e already recos,.rnir.M tbis by steps 
tsktn to dam)lffi the t remendous increase. in ('()1\.I'Umtr purchasing 
ponr, by inc:rt&Sed taxation. by increased Avings by individuals, 
and by eh .. kinsr un«~ntrolled iJ&,.!Imtnl .. ninj%. But htyond all 
t~, important •• they art. is the ot<eSSity for inci'H!Ied produc­
bon. That is the KUI'tf!t pren•_ntit"e of infltthon. 

f •nnersof the United Stnt"" ba"e a right to ht proud of their reo:ord 
or production. Tot11l ns:ricultural product ion in lO ll will probt~bly 
be ua ll<'rc•nt of tl>c 10'24-29 level, as eompnrod with lOS po~nt of 
duu lend in 1!)36-..110. \Ve ure expectin,t! un<l workin~r for 11 totnlogri· 
cul!ur1l~ p1·od uction in 1~•2 thnt will be the ~N'ntest in our hib1ory. 
Th!s wtll be true despite a•(l{}uced plant in~~ of wlu~nt ond cotton, of 
lf~1eh we h:we lnrge twa·pluses. T-he inc1•cnse will <•ome in meat and 
m1lk ond <11gs, 1 he food8 we most need. 

1 
1 L.-now f·r;om peNtOn.t~~l fXl.erience what inflAt!on does to agriculture. 
~as farm~ng btfort the World War. during 11, and after 1t. T saw 
~ dooblt in 3 or 4 years, and along with a lot of other 
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fonnt"' got quite rxcited obout it. Then I aaw d 1e bo4tom d 
of r.ri..,.. ond ~hot n>tm_ory hot. stayed. "'id1 me. InHotion f rap OUt 
wh1Je you a11> '" the mulst o f ot. It os the <ldlationary bumftls &.oha 

hurts. P t t 

J,ike other fn_rm~o·s, I hnve watched with mingled pJ.,,.,., and f 

th(lliiO J"t-cent \'nee ancreases for fnrm products. I think the )J fi r 
iii umlerstan< able enough nfter 20 years of unfair·ly low ran!= 
E•·•n 11owter thon tl.., pleasure, though, t. tloe feor of "hat hi 
when prices get too high. They are ~rtoinly not thtre 1101< p't: 
apenl<ing ns t\ one (onner, I !•ope they never ~o gtt thtrt. 1 ~ant t! 
nmko tluot c lenr. 1 do not tlunk they are too loogh now. 

The thing nb<?ut fnrm pricet is thot in • perioo like thi• they aJ. 
wny8 ~n up ~~rher ~nd faSter than other 1~r1res. Farm costs. mean. 
whilt.l:tg bclund. n1at wns tn1e the last tamt. I t wasn't until eariJ 
in 1020 that Mme form <O>lA had .. ught up with or J"'-1 Pri<tL 
J~n.d it "'ns even Inter thnn 1920 before such other costs "s tru:es stop~ 
rhoilll~ 

Then wlwn that fi rs t tleOntionury bump come in 1fJ20. far111 prices 
Jrd t l.e J>,..,....,..;nn do•mwArd just as they hod led it up, and ag.in 

they wont fastor """ f~rdoer. J;lu~ this time f~rm """'' neTer did 
<1n1p as f:1r as fnrnrpractS. Thu1 downward sp1rnl of farm p~ 
furthl'rmore. wn .. nor only wcx~kg nnd months ahfficl, it. w·as yea11 

11hrntl of lllfl ch"Ciine in fnrm costs. l u ftu~t, some r11nn coset, 
such ns fnrm ••~es. fnnn mortgage. debt. nnd intertSt 5?1-YJDtl'l~ 
kept nn irwf'f11Sin:r lor st\'('ral yPnrs ~Cttr tht 1921 brtak 10 prirts. 

Xot until tloe dtp...,ion of 1029 dod some of th~ -• ...,n1 
bt-gin to drop. Durinf! 1he tw-enties farm tnxes got ~:~s higb aJ 

two tuul n hnlf limes prc.wo•·; city wn,:tc rllt98 two nnd n qu~rte-r 
tilllf'M; (a"t~icht l' lt(('8 ond ftli"Ul tnnchinc.ry thnrges tWO•third! abm•e 
prr-wnr. \\'hen 1 h.,.. oosts did linnlly Je.-ol off, lhty st•yed sig· 

nifil"nntly nbcwo tho pre-wAr le•·el. 
Tho lonn deflAtion really !!OI in its won<t lick.• on lond ,..)_ 

1o:c deliqu~ncies foreclo:;ures, nnd bttnk fnilurts. ~twHn lr2'1 and 
10:!2 nt INtst on~ fnrrn in e\1ety th·e irwoluntnrily chnn~l h11nds. It 

i.; tnll'! tlnlt bc:wc~n 193:1 nncl lV:.!6 tho toto I fnnn mm·tg11,:te d(l>bl wn 
rethoced by some ~3 000.000 OCO. but it wu ro<luced Jorgdy through 
fOI~ ·Icsnn'S. TI•e ~fTC'ClS of thi~ denntinn in r-.nn priM :lind farm 
l~nd ,·nhlf'S did nut stop with the form. Yon will fllel-11 1lw 
botwcrn 1!>-21 ontl 1004 ncnrly 14.0:>0 bonks fniled, •nd SO permit 

t)f th~~e wcri' country bn11k1:t. J do no• lX"'ie,·c t1 nt tht Amernn 

C'('fl•u·my ('811 s tnnll" rer~etition of unythlng likc _thnt. t 
Nc t fnereh' hundrNl~ not mere~v thounnds. but hundreds~ 

thn1·ands o(hanl·""orking .\ mcrieon farmtrs bet"~n 1?'"20 and 1 
ln;;t their Jnn<l ond th•ir hnm..,. .-\ former who l06t loot farm 15 ~ 
re:..ult of dcOation doesn't nood ·my S('tmons on the dangtrs 0 

inn1lt icm. hat 
PC'rlmps, to my mind, the m~t unfortunnte group of nldl ;as t . 

of the :\'OUU!! mfn who wrre n··lea~ from the. At1lty •n U'"Y an 
1918 ond 1919 and who st•rt•d fanning inunodintely •.fttr th.:i =~ 
u loe,..d out of ,...,·ice. Many of them put theor SIIYIIIP, • nd 
money they e<>uld borrow in the I>UrchnlMI of fnrm tquopment ~. 
sonwtimrs f1trm lunds, at the infbted price levels ~xu;Vngt:::;i: 
19 18- 1919. During the deRation which took plnoo on ue 
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d eorly thirties theae young m~n in toe;> mony eoses l'!"l aU tho 
~tiy they had IUid the labor from theor mooc. producuve puioo 

of Jofe. d 1 . . d 
The riM in Jan vo ues wu .. cotong on pleuursblo while it 

lasted· 'fhe country over, the value of an a~re of plowed land went 
from $58 111 IU16 to $00 111 1920. ln Iowa llll(ll'U\'ed llmd •hnt wn~ 
nolued •t $13! an acre il! 1915 renchod $253 by Hh."'. Wr all "" 

monobtr what bop~ned """"' thou. ln the yto"' liter 1020 farm 
lsnd values not only dropped •• mu<h IS they had risen duri;,g the 
.-ar- they dropped on the avero11e 27 percent !»low the m«l.,-t 

pn··~''tll' vnlufl$;. Yet fnnners hn~ to p::1.y d~bts nnd taxes, nntl inter· 
e.t1 and other charges on the busril. of Jnnd vulu~ uea~ly do~ble tl1e 
prt"-war le\·tl. Of COUMit. ~·ou Clll t dn thnt 1nd stay JD buotmta. 

[n ,.hort. J can tKtify from m1 ow.u f'~JW.ritnre of tba .f*il SU ytftrs 
th..-,t "'htottenr ft\n1ltl"8 get a pnce rl5e. It IS usually swdt btat brief; 
when"l'l1 wltl'n tt fllnlU'r"8 ooets rise,lhey may not go up as .,wi ftly. but 

OIH..i: th11y Jrt•t up, they sttly therl'. 
Thus f•r, lhe pnrn llcl hetwet'n World W•o· I tooltl World Wnr II 

11 fttr M (ann prJCf'H nnd costs Hl't COJK.-emed. i~ too close for t•<lmfol't~ 
1 am iUI"f that this tOrnmittee h1a already ftudied chart.!t of J)ri~ 

bf'hm\'ihr durin~ the two '~nnl and has noc.i~ that pric..·td during 
1911-IG nn<l a:;ain during 1939-41 l!eemod to be followonl! nn otlon<l6t 
ideuti<.'lll c.•i)UI'SC. 1'h(IHt'! p1·ice. chnr!s, togechN· with other thi nJt~ we. 
see btt)lpt•nin~ dn ily, mukc it nppear that we muy be startin~t on ehe 
suoe ruinous inO.ation we set out UJ>Oil at about the Eame time in lhe 

ls..'t "111 r. 
No f11rmer «ho rt'memben the bitter e:tperien~ or the last J){g"war 

period Willits to;:ee chis kind of inflation agnin. }l~ know~ that pric.-es 
J)USh{'d up by speeulntive irOucnC{!S or other ditt·tol'tijlm1 c·•mnot l>e 
~tst:tin(l(l. No fnm1e.1' wnnts auotl1er 1921, nor 1082. I don'c btlie,·e 
th11 "'"jor ("("C)ncmic ~._t~pt~ion.il iU'f' ine,;table, but I nm ~<tllto~• that 
tbt ouly way to pl"'f\"Cl11 them is 1.0 pren-ut tht> infl:uHm «Melt brtoeotls 
thrm. 
- Tilt rrc(lnt inc~l\81'8 in farm prices hnve bet!n mu1stu~:ll.v r~~pid, but 
J w:mL tu mnke it plain that. in my opinion they 1'11'0 not yet out of 
line, for the Fimple renson tll1tt th(!jt,C lll't' increni'("K f a'Onl 11•\'(llfJ which 

• .. tre nbnoMtlalJy low. In 1930. befort the wt•r broke ouc, priet"l of 
fum products were flO )ow that the fanllf'r'i pu~hasiOf! pn\ll'f'r w•s 
only obout three-fourth• o f wbat it had bee.o in 191Q-H, Only within 

d•e\l:L~t month or two has the purchnsin,r power nflpmtchetJ the p1ariLy 
len~. This is the fia·r;c time in cwo dt"<'ndes thllt the f1arme1·'~ purchns· 
~ JlO,.,"C'I" h11s renched parity. InoP~much :tl"'lhe ttUninment uf Jl".rily 
bas ~.~fen the objective declared b)l Con~ in our agricultun•l 4-J!:Isln· 
lion e,·er since 1933, t he l'f'8liuiion of this objreth·t. it sMlllS to me, 
OUPht to bf. en use for ~nernl satiduct ion. . 

One nf the mel'its of the pendinJX bi ll is its Aectptance of the pnr1ty 
pr!nciple. I assume thnt tho bill u&t'8 the pal'ily priuc.i)>le for funn 
pnt.~ bt'<"'lUJIC it is fair to bot h f"rmers and eonsltmer'i-l. h ll'"l•~ uo 
tnorl' of ronJO.llm<·rs dum that 'hty should PI>' prires suffirient to keep 

f.amlt'" pmcluting lmdtr conditions whith '"ill pen;nit a dooent 
!t!ln(ltml of lh·in~. Fair-mintled consumen; will adnut that fann· 
PIVtluct nrit"t"S lun'C' been bnrguin prit~ durins,: most of the. lnst 20 
Y{lfiJ'J. While t hC' prit'e iuerensC's hn,·e been rei!Ui\'~ly shurp w some 

• 
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commodities, as recently as September food •as stlll the 

tompontntof the eooto~ living, at&nding at84.4 ~""'nlof the'1;;t­
avera.(!O as compared wrth 86.5 percent for all fi-ring"'*& ..,__';t 

M. I undergtand the pUrpoolll ot the pending bill it "/""""""­
off t ile inflntionary Bpiral before it n>nlly get.o stnrted. ''l'ho • t'· ~t 
trntivc r~ort will nooessa_rilv bo t? maintnin f\ fair rtla~i:'1bl:'­
among pru.,., and a practical marll'n between prices ond <Xlfita. FlS r, 
a producer's pr~ are lbed at a given level, obviou.. bit 
cannot be pemlil!ed to rise 10 high as to wipe out his ~et i -. 
One ndvantage of the pnrity formula is thnt it reflectB chon~· 
the C<JOII, of prodnction. Tho, rrice~ of industrial l;oodk boll: bn 
hrmers mclude the wages pnlC by andustry, nnd 11. chang~ in ,,..a! 
rat., •ullicient to chan~e tho price o f the iU>m will chong. the i~ 
or pri(ft; paid by farmers. 

Se<tion 3 or the bill pro,•id ... that no price reiling •h•ll bo ..UI>­
Iished on nny A!fricultural commodity below 1!0 pe....,nt of tho 

pnrity priC('. ~~· compnt·oblc p1'ice f~r suc:h com modity, or the market 
pr1ce pre,•••hng fnr •uch oommndoty on ,Julv 21>. 1911. '!11..,. hu 
boen a~ deal of discussion of thisliO pe=t figu"" 

Fa nuns ba>·e been a..:used of greedi"- ; of - being <oottnt 
with J>tLrity. Let mf' say hrre nnd now thnt accusations of that 
sort nre, in my oyinion, nnjustiAed nnd unfair. Tile farm pric&. 
ceilinJt JWovision n th is bill is c-erta inly no htuJis for suC'h 11 eonelusion 

Th•r• is.~ perfoctly pm~ion I nnd obviouB l'elL'Oln lor oc ipulotiftli 
that no cellmj! •hould be ompoo;od on farm product& at Ieos tboa 
JIO per<t'nt of parit~·. rat~r thnn ... ctly at parity. As nery fannu 

knows, form productl! pr1ces fln<tunte every day. TI1e aupul, of a 
commodity eominJ: on the m••rket chnnqe~ frnm dl'Y to d1lV, and 
tho d~lllnncl rlmng(\fil fa·om dny 10 dny. Pt·iee, Rnctuute I'IOCOrdio.l!'ly. 
Pric-e R•1ctuations nlRY be df'Firz,ble to stop the Ooodinsr of markttl 
at certain periods. As • n1lt. daily price fluctuatioruo are relati<tlf 
sm•ll. but th•y ou11ht to be allowt'd for. in nrder to ktep too mino· 
mnm the nmount of administrnth·e su~rviAion neces81\ry. If ceil· 
insrs were placNI txttct ly at parity, the daily fluctuationA in the market 
would llt'Ce...~~snri ly nl1 be hetwern pnritv onrl some loWN' figure, :md 
as • ""'nit. farnwo,. coulcl not poo;!'ibly ovornge parity. The real 
pnrJl<>Oe of restrictinj! reilinj!O to a point BOmewhRI obove pority 

11 on make it reaJIOI1Rblv """" th•t •11 fnnntrs will han an "''" 
portunitv to 11•t porit,v. · A ft-. a ll. it hnpJ>ens to bo the txp~ 
polie.v of Conarl'~~ nnd tJw Bdministrntion to ochieve Rnd m.ainuun 
form prices nt Jlnrity. 

In ordtr that the intenl nf ....,tion 3 shall bo cleor. ond in order 
that tht in~nat-tion..• for administration of the eerlion tMY be ~ 
SJ)I'<ifl<o os feuibl•, I •hould like to ru~~- to tbe committa c:onam 
clnri fyinl! chonges in the lnnguage, "-~ follom: 

::;f'X'. ~ ta) Ro 1\111 not tn pn-,·••nl tht ~lll'l(ln~ nv4'"'"~ prl(('f!l tor ant a«rif'U~ 
hlrftl ""mmf'ldlty from nvrmgln.g 100 1~r f¥'1l lum or 1J..rtty, no t'fllhllt tha11 

Wahll-bMI for any "ICf'~ltllml tnmmOO.H-, bfolow (11 the mar•tt prl('t f!CI'Olf"· 

altnt to no per f"Hitum ot tbe Jl'lth7 prk'e or ~rwbk' Jll"ft' f« Mdl ('1.'1111" 

IIIOd.t,. ariiU!Ctf'fl fflf af'llld~t. lotl.ll'*- and _.Hlnlll dltl'f'renl1a.._ •• ~ 
anf1 J)(abllm.d h7 thf ~nv M A.lfrltotllrnre; or (2) tbt aur•tl IJf1tfo Jtf" 

"""'n• tor l'Uth «''mmatllly o n Jnly ~. 1941. 

Th~ cllnnJtes in lnn$!Uftl!C nrc (h"Hi~uNl to len,,e no d(lubt of the 

intention or Con~ to obtoin parity for farm product& The .... 

PIUCJ:·OON'I'80L Biu. 1881 

,;,.d lanj!\101!'1 also UQ tbe term ''market p~i .. ~~ivalenL" Since 
rit prite is a !ann or local market prtct, 1L 11 ~ry, for 

a pe ~ or administration, to dettmline at rtgular and lnoqu.n~ 
P~:\.<ols tho n.arket-prico. equival~nt of parity at tht major tennina.l 
1 kets for 1ny commodaty. h. If also nec.etUry, as the new Inn· 
·~;(If', ~UilS.~ts,· to t~ke into noo0111~t~ in tJ1e. _11dmlnistrotion of this 
~r.;.1 n«'ftiSftrY adjustments for ,I,O'en nces J.n the grade of a eorn­

n_plit~·'. location. and for season1l facto~ 
Thit roneludes my atotement, Mr. Chatrman. 
Th• CnMR>L\N. Mr. Secrotnry\ ilu you think that tht mtre writing 

'nto the bill whatover 8j!Uro mi~ It be ngreed upo11 by the committee 
~ lhe l>nrity basis, would be of itiieH n sufficaent proteclion _inoor­

ponoted into the bi!l to insure tl. •• nbi~. we have i~.mindl 'Yb•t I 
ha'fe i.n n1ind is this: II the mere pro\'WOO of a et.ahng at. puny. or 
At perily plus 10 perrent, a sullici•nt pnu.tion to bold the benefits 

ol the J>"rily legislotion rmssed by Con~resst . 
S<oca·l•tllrY \Y1CKMtD. \~ell, there must be a lot of other thm~'l!i. 
Tluo Cu~utMA~. \Vhnl I bud in mind wns thie: I did not meaan to 

!Ill\' 1haC whoe\-er mis:ht be in chnr~rc of tbe administrntion of this 
j.;. ~·oultlnot ~land carry out the por[lOSeS that Congreoo had 

indira ltd by the pro\'b;ioos n~w in tl~ l:tw, but tirM:e_ all _lrgisl1tion 
re:;:rs mm-e nr less, upon a m1strus t, au any e\"f:llt leg~Slntton .,h •• utd 
C'"·rr; tht.' lll't~t®lry 1wovi.sions and lamJrnltP"e to ills-ure its fulfHim4!nt, 
:uul iu ,.j~w of (hntj ahc,uld nut there be in 1he bill some rwovision 
thai "·oulc1 prtwent t \e (>oss:ibility of tbr nullifiution of the pur~s 
of thf' bill bv a rPilinsr that miaht l• htiU"Cl no the fini .. bed good.J or 

che prot~l Brtide nuule from attrkultural tt•mmoditifS1 
S..""t't'\'lltrv \VttKAllD, I hnve in the revist'd lltll~Jllll~e tluu I have 

liU~~H·tl ir·icd to C0\'4.'1" thnt. T l'iU{(~t tllCI'e thnt there mlJtht to be 
an , .... cnblh.Jil'd pric<' fot' a~t·iculhn·n l t-ommoditit'11 which woulcl bruar 
tbt f"f'lntionship to th~ counnocli1 ira thot 110 JWn."eJU o~ parity ":o~ald 
bear to the raw mattru1l. such a.s coc.ton. If you e~tablisbt>tl a oe1hng 

on colton ,:oods which would not pemrit poying Ill• panty !'rice, 
or liO pt•n.··ent of the pnrity price of cotton. of cot•~ that would 
nullity •he pu1·ity p1·ioc objective, npc 1 see it. I clo not know wlwthcr 
that itr whnt you J"t'ft•l' to, or not, but I think the1-o should be t1~l}lO 
qy of Sfturin~ ~ pri~ basis f~r P.~ ~gricuh~aral cornmodat1es 
w1 ,..ould be in hne woth tbeobjecll\·estated m the bilL . 

Tloe Cu ua><M<. Would this be tno~nd I am not .peakuog o f 
cotton nlone. but of other commodities--that it would not be neet'tll5nry 
1<> fix • <'<liling nt purity to be11t down .the. J>~ioo of the. ~onunodity 
below Jlnrity, or could thnt be tlonc by d&scrnmnntory ce.ahngs places 
upon the Jlrocessed goodol , . . 

SecretorY WICKARD. ltbinlt, of course, !bat you could nulhfy 1t m 

that way. 
Th• CnAIR)I•'"· So thnt. if we want to mnko•ure that tbe par\t~ pro­

vision in this bLU is clu'l'ied out, we will hnve to put some provJ810n m 
•h• billohnt will iruoure itl 

Secretan• Woe""""· Yes, sir; ond I tried to •uggest something that 

... ould do that. 
'n1e CttAIR¥-AN. I was listening with great interr.st to your ata~ 

mtnt, butt w:ts not quite Ku.re *'bout it. 

lltta-pt. &2-.2 

' 
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Socretary W ta.ua>: That ill whall had in miDd. 1 ., .. '""-
accompliob that. . -·-. lo 

The CRAIIIIUlf. I wu not qwt& 111ra whothor the l•ft-·-
wgj!Wed would quite .--ch the ailua~ -.,.- ,.. 

S<cretary WtCJLAilD. I ag...., with you on the object;.., and .
1 should bo carried in the law. ' 

The CnADilUN. That U. what you had in mind in submitt.l"' U. 
BUggooted )&ni!UBge I 

&cretary WtCJLAilD. Yea, sir. 
The CRAJJ.IIl.UI. I did not want to lind fault with the 1 

you wgge~~ted,. boca use I ~a,., not had an opportunity to ~ 
from 1Jie techuical atandpotnt. ' 

H r. Q17n*D. Mr. Socretary, JOU are familiar with what baa t.. 
done in the matter of ootton goods during the Jut day ~ two, .,. 
you not! 

Socretary WtCJL&m. I did not kno~ any new nole& wen pat""" 
I know that BOme were put out 10mettmc ago. 

Mr. Go,.,.....,. Who authoriood the putting of a ceiling on cotton 
goods priceB, such as bas been put on in tbe last day or two! Do 
you know bow that atfoota &pot ootlon prices! 

Secretary WtcJWtD. I ~m not 'familiar with what has hapi>U>ed 
in the last doy or two. I did not know there were BOrne new OO!i"«L 

Mr. Ot:nOIJl). This committee should bo made more familiar wiUJ 
it. I would like to tell you what loappeued yestel'day. Cotton -~ 
down. There baa boon no ootton ~toocla oold, and they oould not boy 
them for ae.-erel weeks until tha oaoling was determined. On~ 
day, of.....-, the order went out I hat the eoiling onuld bo railod., 
brought down. The order wu that it would be rUood up~ broupt 
down acoor<lin$t to the prioa o f raw cotton. Did you know abOut 
that! 
~•'7 Wtctuat>. No, sir; l d.id not know that. 
Mr. Gonom. So that people todaf are buying ootton for hall a 

cent a pound or buying ootton ~ for a half ~nt a pound 1 .. 
thon they ball to pay Y.•sterdny. T omorrow if the price of rolton 
thnngco a little, the oeoling will change. Now, I do not ,.., whtro 
ycm put ony ceiling whatever on spot cotton or raw cotton in that 
re, peet, if that bas to prevail in every operation, IIUClh u Mr. 
H tnderBOn indicated the Other day. I Jmow of one buyer of eol!OII 
who oould not buy. Up to yeat.ticlay they aid they would not lti!­
They aid, " We will sell it to you • ;wu , and you c:ao tab t1 
or leave it." Now, that cotton COIC. tlt.ia ..,yer $50,000 Y"'erc!&Y! 
bocaute be had to pay $30,000 mora fw ..e&on yeotuday. lh -
to pay that much more than he CODid ba .. bought iU or today. If 
he could have bouj!ht it today, bo ooulil ba" avea $.10,001 . ~ 
haa to go along with that lituaticm, because there io ':"'. ceohnc 
on tho product. lJI the end. llfr. R enderoon, or any admcni&in!Or, 
would take the article f rom the atarting point, and T do not .. 
any limitntion there on your price of spot · cotton. I want to uk 
1ou about parity: You have talked about parity, and I ":!'jt to 
KnOW whetlier that parity hu any relation to any otJ:>er f ~ 
u in tho eua of cotton, or ;. that parity on the basil o a 
parity period' ·-. . , 

---~~~-- ...... 1111 

5<crdU1 WJ--. W• *"' adjiJO&inc the prio-. ...... - -.11 

-~o- n u. t..c1"" a certain deftoite period! 
s.o'retary Wo()l<AI.D. I t;. baaed Oft the 191G-14 period. 
Mr GrnoltD. If it iJJ buod on a certain period, it would boar no nta­

tionsl;ip to Uoe priCl<!ll! o f other produel.$. Of COUI'It1 pfic:• ara chang-
• PI! constantly. 1 Secret&ry WtCJ<Alll). That is done &ach month. There ia iiiOed eocb 
month what we eall the price indiiX which ahowe the priCe& of product.e, 
and the ~la!"oll8bip between ~ prieos now u oompared with the 
fum pri""' tn the191G-14 ponocL 

Mr. o-. You have worked it out on the bui.a of the le!G-14 

~' Secretary w-..-. That ia the starting place. 
Mr. o-. That ill all the authority you ha .. 10 far .. perity 

under thU. bill I 
"'t,retary WtCILYID. We ettablisb parity pril* monthly. 

}(r.QmctJD. But bued on.that periodt 
Secretary WtcllU1>. Yee, sor. 
~!r. Gtmllll). There are many e.lements of cost. There are other 

things to conoidor, including the wages you pay. 
S!leretary WtCKAJIO. The parity inilex gives that. 
Mt·. Qtn'CIID. The pority covers all that! 
Stc:retary WtCI<AIID. Y ee, oir . 
Mr. O...om>. I do not- bow you can control the spiral in that 

"&:.....t.ry Wta.~.IID. Thal is what parity moa...-maintaining a 
prnoer relatioll8bip botwfen farm coota and fann pnc.. 

)lr. Qlm)llD. You ay you did not Jmow of what was done in tho 
Jut few da)'lll 

8e<'1'ttary WtctullD. No, air. 
Mr. Gtm~llD. Do you have any commmt to make on that! 
Stc:retary WoCXAJIO. I cannot tell you, bo<ause 1 am not familiar 

with. whRt l\"A8 done. 
Mr. Gom>nn. You cnnnot tell us about that I 
S.Cretar,v WoCXAJID. I cannot tell you nbuut oomethlng I am not 

familiar with. , 
Mr. G!Proat>. I wu in very much the attitude of the .,.,.opapers 

•hen they ""Y that we have no courage, and are pla.Yinug J)OI.itics with 
this bill. l l'ti'Cnt that, bocaute we are not doin.4 that. l ntOtnt ftr1 

math th.is ali tude on the part of !!Orne penple wlio are telling,. what 
• • ought to do, when tluiy are advocating dotir own intereBla Cer­
tainly we ha,., all of the indUIIIriea to look after. Labor bas been 
t<~>moented before thU. committee, and they ha,. contendod that the 
labor 00018 are oo low that they do not aft'&et pr\ee. Then the farmen 
«>me in, and I want it made perfectly plain to my mind what they 
meon by parity. Doeo parity menn that tho pri"!' may f1;0 up ~ .. ry 
day, on the btcals ofthe farm products taken in relatoon to other !hlngel 
Now, you have thia cotton buaine.. before you, but you do no~ want to 
up,... an opinion on what wu done in the laat few daya With re~r­
l!ll<e to eotlon I 

Secretary WtCIU.IlD. No, air f.I 'do not lmow anyth.ing aboai. that. 
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Mr. GtnOOD. Is cotton of no portieular mt..._ t.o u,. A..-.~-
Agriculture I - -.,of 

Secretary W101L\Itl). Cotton prices are one of our eblef n..~ 
Mr. Gmo110. You like to oe;e cotton prieeo go upt - ­
Secretary WICILUID. Yes, llr. 
Mr. Omoao. 1 think thAt a If""' nuny peopt. would be 

about that. lf thiJ! committee &CIS, l for one w•nt it underotoocJ-­
I want to do 110mething that will let every man in the Nat" b:t 
where he 11t11nds day by day. H ow will they know how to 'b:: " 
cotl<>n, or how will they be able to figure ahead t You ay Y :r 
no opinion about that! you " 

SeCretary WIC&AIIO. I am not quite clear u to what Mr Bmo!tr. 
110n did or intends to do in the future. • 

Mr. 0- SuJ>!l'* he did what I said be did, mel that U. · 
of cotton jiOOds wtll be fixed day by day, aeeordirur u spot.!:: 
go<$ up or down I ~ 

Secretary WIOilAIID. I do not 110e anything wrong about U.t. 
Mr. Ornono. Do you approve that! 
Secretary WICKAUO. I t seems to me that that hu always hap~ 

b.<ause tl1ere has been n eli root relationship belwfll>n the price of u.; 
raw JDJterial and the priM of the !ini$hed oouon product. 

Mr. Grrro~~o. Bpt do Y"':' appree1ote the buyon -~ in the co11on 
lll!"k~t, ""•~ the people m the cotton industry do oot lmo• w\at 
will be the pr1oo of raw cotton I If you did not know what it ....,ld 
be the nut day, because of theso oeilings, I think you would be 1 
\'Cry nervous iudividunl if you occupied the buyer1s 8eaL 

Mi!<S Su>H<t:M. I do not nnderst~tnd ju.t what Mr. Hende110n did. 
Did he ott•mpt to control the priM of eotton t 

Mr. Ornot10. He was trying to t>rottct it. 
Miss Su .. stL Exactly what did he dol Did be n- the 

natural 8Jctuat ion in the eotton market! 
Mr. Omuoo. The cotton goode market dropped yooterday, and col­

ton prices "'ero goinj! down. .Bec11use the buyer could not buy it to­
day, they wnited until they could buy it, Md thio man 1 rofemd to 
palu $50,000 more than he would otherwise havo pnid. He wanll to 
lmow whnt about tomorrow. I llm ai!lring tho Socretary about tho~ 
and it appears I hat what they did is news to him, ..ud be eaMCII 
diocuss it. 

Mr. P•TX•ll. It iJ! not the 11me way with e"'7lhing tlsef 
Mr. Gm"UIIl). Iloo, I do not know what people can do about buyiiiC 

futures contract& 
Ur. PATMAII: Thev cannot know what the future price will bo. 
Mr. Row n. Why did not the fellow in that case 1011 yesterday! 
Mr. G•rro•o. He tried to &el l. 
Mr. Rol PU. n -IDS to me that wu • queation between the buytr 

ud the ,.ner. 
Mr. OIPrOitD. Tbe boyer will not eel! todav. and cotton ro<S of 

to~"!>"· You ma;v be able to do bu'!ineoa that way. and I do not 
ea;v 1t IS wron01. hut I want your opinion about that. Mr. Sec:mar;r. 

Secretarv WtCliAID. I do not know about thnt. Wl-at I had 10 

mind wna ·n ,at it would be wi80 tn "'rmit the natural mnrket pri<e 
ftuotuations in •PTicultnnl commodHieo. 

~(r. Gtn0110. Have ynu been in the buyer's Ftlt l 
Secretary W1CJ<Am. I novor aat in the buyer'• 11111. 

J1811 

. .r 0 .-. You ohou.ld eit in tho bo;ver'a ... t bel"" you .u-., 
·~ ~; before you tell WI wl~t to do. You hove un inYtn:.Ory of 
:.,.ton goo<\s. and Y!"' are lxiY•DI ootton. Y oo buy cott oo, and there 
• slump tn your mnntory. 
11 5.,...tary WtCIUIII' It !" all at 1!- ria ~f the boyer I nevtr 
kn<" of any insuranoe agtllllt that kind of thing. 

Tte Cn••"" · x. I do not know whether I can btlp you, or not, 

011 
tlli• qu<Siion hero, but from the short etattmtnt I read in tho 

,...., I do not understand that there would n-rily be a reiMue 
~~price ordtrs or ceUin~ every day, but if 1 understand what wu 
clone-fLnd J am notsure I d()-thtre ;.·ould be a IICalo of fluctuation 
eRabliEbed ao tbnt as th~ price of tbe raw material advanced a 
..,u.in nun1ber of point., half a cent or three-quarters of a eont, 
tho~ 1l'ould be an .adjustment. I f'tllld it hastily, ~tnd I am not..,,.. 
that I undorstmd 11. 

But it would be ~ on a rer.le which, whon the fluctuation in tho 
mArket price of the raw ma!A!rial advances n certain amount, that tht 
~rioe of tl•• finished product shall be readjusW<l proportionawly, bu' 
that would not by I<DY means result in a dnily chango of the price 

ceiling. · I ld "'~ h' . 
Mr. 00"1081>. 1 thmk shou rna..., t 11 plam. The oelltr 

teops the buyer waitirut for weeka, and the boyu need& 
it (or bnsin- pu.,....... Tho eelltr ,.,.,., "I will otll yoo a miUion 
,..ntsoft-otton thiJ! afternoon at6o'cloek,"but when tbe .. ,. .. me 0111 

the buyer ••Y• he does not want it today, but he oayo. "We will buy it 
tomorrow· there has been A stnttment put out in m·int1 and we mla:ht 
buf it ehCnpcr tamorrow." Tho seller says, "We are not going to 
rel 1-ou ~<>morrow. You wil wke it today or not at all." And he 
IDOitil 

Tho er ........ x. This might be said in this conMCtion. n.. ... it 
not any qutotion about this. If we an J<?ing to aCCICXDpfub the deaired 
ttlationohip of parity in the price level, it is abaoluttly .-..y that 
the~ be frequency in tbe adjuotment& 

Toke the eose of cotton. That is one of the thinga I am a liUio 
bit familiar wiU1. 

If you hod only • eo-day period for readjuslmtnt of that "'latlon· 
obip <Olton migM go up 6 cent& a pound, or it migl!t y,o down .5 een.ta 
a pound during the 90 days. and you ean - thal 1f the relati01111b1p 
is to be lttpt ll! oontemplated by the prop<Mal, i~ is aboolutoly _, 
or indc"J)tnfablt that tbere be fmJuent adjumnont of prices. 

llr. a,,_,, I am ashatntd of myself, and I am ocared. I "'!0" 
oomethin~ llllould be dono. But I am worried and otllUII..re womed. 

Secretary W ICKARD. We h••• •!ways had day·by.day tluctuationa in 
market pri..,.. 

llr. G1J1001Lo. I am worried leat I approve oomething that 1 may not 
want to approvo, ud I want to know what you think about it, wbttber 
JQU approve of thal . . • 

Seciitary W1CK.UD. I think i f you are goinl! t.o mamtatn tha ~ 
of finished prodnrts they oug!>t to be maintained aomewbat in relation 
to the raw products. 

Mr. G~rroao. Somethinjli must bo done, because once bef,ore they 
would not 8<'11 anything for 3 w...,., waiting for tho adjualment. 
You cou!rl not buy eotton on th~ market for 3 weeks, waiting for that 
adjustment. Tbo ..u.rs would not ..U ud the lxiJ~rB eould not buy. 

, 

' 
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The Cll.......,.. I am eure the 0011811Stt.e. -ld Ilk 
what ia involved in the order now andor d;.,...;011 

•to nncle. '&:oct 
Dr. Galbraith ia bero. He ia ~ltd with JJi,. R d 

the st~biliution ~on, and I am - he oan ~)".!..':"' lo 
don• m rekrt.Dee to thia matter "" ba.e '-a ~~woo 
IIU1'8 the committee would lib 1o haoe ,_ do that., Dr. o.n..J llll 

Dr. 0AlJI&Unl. Mr. Chairman, I thiDk, if I may •r ••·· . h. 
11 a misunderstanding that needa to be cleared up. .., ..... tbt,. 

The original cei1iJi3a pla<:ed on cotton aooc1a and 
60C!uentlY on cotton gray ROOde and a fliled prioe. 1W llld 1111>. 

r.rlce of cotlon ... it stciocf at that time and allowed ;,. """'. u.. 
eeway, a li~tle movement in the price of cotton before ... J~ 

the fixed pnoe. '"' 
Tbe ,_It wu cotton 8uetual«<; wh. it mo._. up it J>iD<hocl Ilia 

mills, and whm it mo._. down the margm wo.a l&rgor than it lhoald 
have~~ • 
W~en _it mov';'<l up the milia •PProaebed ua ~ cha~ tlle ..Uina. 

to rail& 1t1 to gove them • more adequate margm. TFiat was 10 
thi~ that., for reaBOns of fairn-. bad to be diecuMed and ... .,u:; 
lUI~ 1t took Cime and trading waa at a standlltill while tbat wu 
gomgon. .., 

Mr. OIPI"'m. How long wu it at a staD<btiu t 
Dr. 0AI.U.UT1L U wu lmown in Werth Street that diteo •• 

were going on in Washington. 
Mr. 01rn:ao. About bow longt 
Dr. 0ALfiRA1Tit. There wu one period of 2 or 3 wooks. 
Mr. OJPPOao. I wrote Mr. HenderBOn a letter approving tbat, and 

congratulating him for doing it. 
Will 'JOU ~II U1 wby that dld not oueCeed I 
Dr. 0ALIIIWTD. Aa early u 8 months ago tba. buyers of -

appro&CMd Ul and asbcl ue to COIISider thil arrangm>eDI whidt 
was put inlo e«ect on Saturday, to giYe them an automatie adjQII. 
ment upward or downward ll the cotton lluctuated or moved, 10 

there would not be these delaya in trading while adjustmentll ,,,. 
undor coneideration. 

llr. OrPPoiD. Was I oorrect in what I said about thie last 8 weebl 
Dr. o .. , UArTn. The last 3 weeks have been olow weeks in Wonh 

S treet, but that does not mean that produetion hu hem handi<apped. 
There ia a diltiuetion bet~n production and •IM. The mills are 
10ld out for month& &bead, and the aales that are taking ploea oa 
Worth Street at the P""'""t time are for deliverieo out oprillf, 
So the mills are_J!()ing in production at full blal!t today. 
·Mr. 0IPI'Oio. Do you mean to MY that with the Oovornmoot order­

ing millions of 88nd bags. and WMting them quickly, that produetio•" 
was not delayed on thoaol 

Dr. 04LIIa.Um. No, production was not delayed. 
Mr. 0IPI'Oia>. I mean on the aand hags. 
Dr. OALUAJTU. I do not know about the partic:ular cuo of .,.d 

bags. I aaaume we are malring a great IIWIY of them out of borlap. 
Mr. OIJJ'Oao. Why wer& they 10 terribly anxioua to buy yHU<· 

day! · · , . · 
Dr. 0ALIIItAri'IL I will come tel that in a ...mut.. 
I do not t!"~k I am l.ulng out 11117 _.... wlwD ~ •Y.,..tbat_..,'!'o&' 

o6:e wu ongmaUy rellldao~ to ~ th;. e•1t=a'Yl tdJ• 1 

uee it looked lib lA eoc:U- clau., and .,. have been rather 
=•PPY about escalotor claUIM, beeauee there it no linn buil for 
the pncing, and iJ!ere ia " taudeDcy fw a aoft 10rt of price which 
. rather eaay lo olip up. 
11 BilL a fur Jtnathy dileuaaiona with the tnde, w-.iono that l'&ll 

a period or ...... I .......... we wotbd out the formula that wu 
""'ounCed on Saturday fOC" doing what we had alwal" promiaed 
~ trade we would do, adjutt pri""' when tbe bulc eituation 
changed. So. what we did on Saturday wu to, make tbat adjufll,. 
mont automal.ic and P.rompt., rather than oometlung that had to be 
talked over at length m the olllee. 

){r. G•rroaD· Y _ou thiul< it would be an advantage to make that 
onr a certain penod rather than day b1 day I 

Dr. QAJ.II,AJTJI. It is not expected, and it wi!Jncc ClOIIle about, thai 
w. prioel will chauge e~ry day. There wtll be ..-.. ks whea tha 
rite of ootton will not chan~, that is, the price of eY aoocla. uod 

t'isbed and ..,mifinished proCiueu will not chan!!!' rbe liue price, 
let us oay, is tG.!J9, and the ~.>rico of l>rint cloth wtll st.v at 42~ or 4.1 
cents a pound until that pr1ce of cotton mov011 up • w\1ole 1!0 poiniiJl 
or 110 eentt, and then the price of gny goods will mo\'e up. That is, i 
the price of cotton moves up another 1!0 oenta, th•n there will be an· 
olhor ,..djUitmeDL 

Mr. Gowao. Will you tell the oommit~ what you would ay or 
do if there wu a demand for inc,..... in waj!I!OI! Wu that matter 
brought into your coDBidtntionol 

Dr. G•wa.um. That qnefltion dot11 not come in here. We an not 
faced with tho problem of conllio_nt., or relnti\'ely froquent upwnrd or 
downward adjustments in wageo or eo6t& 

Mr. Gorroao. This ill wholly in relation to the fllpply of eotton I 
Dr. o • ..........,.. It ill on the anr&Jt" prioe of the 10 5P<'L market&. 
It I may explain, let Ute eay this: Tonight. at the el'ooe of the epoc 

mark.U, cbe Agricultural Marketing S.nico takto the elooing price 
on tho 10 spot markets. Thot price wiU establish the pri..., on lf."I,V 
goods for tomorrow's trading. If it bu moved ball a cent in th18 
oeal<>-1 will be glad to give you copies of th& whole plan-if it mo'''" 
half a oent upward or downward, then the finished gOods will inc....., 
or drop half a oenL 

Coming to the volume of trading yesterday, there wu 110111ething 
that happened yeoterday, one of the things we ~ ,..QIIId hap­
pen. The 10 apot markets cl-.1 ym.,rdAy below the trip, point., be~w 
1~99, cilll!ing at 16.81. That meant that 011 today .. trading tiM! pnce 
on print cloth, oheetings, and 110 forth, woul.d drop. •• 

The buyera and millmen ore Ahrewd bwuneMmen, and recogntzmg 
~tat they got u many aaloo undor the wire )'ealerday as they could1 
we expect that today'• selling will be oonsldtrobly lighter, and ir 
«<ton dropa ago in today, if it should happen to drop below the ntxl. 
trip paine, 1 would not be wrpri6ed if, late thilaft~rncon, there •ould 
be anothtr volume o=tradin • 

Mr. Gtno10. Late y afternoon, for illl!lonce, tbe..U.. would 
make a telephone to the buyer and say, •wm you take thia or 
not!" The buyer says he will wait until tomorrow, but the otller •11 
he will noteell it tomorrow, ao t.he buye,. takes it and pays. 

' 

I 
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Dr. CiAU'RAim. I do not think th•t is • partindorl•,.. · . 
I ion do \'00 t ' MOUI ~lllll· 

)l'r. G 'm KD. I am glad you tl1ink it is not. It worritd mo. 
Dr. O.u.uM\M il. Ttus was worked om 1\~i th tl~ bnYtn of a.l( 

"""""'•mrthinl! thatl1nd been considered for month.:.· ton. lt 
~Jr. Gunmo. 11tat is as to the Jar~ buyers; how •bout 1~ 1 bureN! •mol 
t>~·. (Lu.JutAITII: \\'e ~,·orked th:tt out w!th both of thtn1, llllld wr h 

gont.~ O\'l'r the tlunsr w1th all of them. wnh tlw l11rJ!"r t'Um'trttrl! ye 
lul'fr n.•111 il hou.M.os-all of d1em. • lt.e 

• hry tH'e not wonied about it. 
M.·.' (:u•I'(>IIO. I •oppose they all nppi'0\'00 or it but I am llfra'd 

(If it. I~ thit~ i l hu~tmti\'C of other thin~tN ns til whit.•l, rh~,, woult.l h 1
• 

douC' li kewbc? • 11'e 
Dr. o .\LIIU 'l1 11. ~''· T wou~d like to <"mphn~i1A' fur lilt• 1\'t'OI'II 

~·hnt I s:utl. Clml we curne to tlus n fl(!l' !' ~r<'At clt•l&l of h(l!oit 11tinn,1m1t 
m thr IH't\"'8 Rlmnunt·C>nwnt :\ooompanymg the 01·ciPr fm· thl' !oiCIIinJ: 
:antl il.' thr ptocdou" pl't'$. uuuounl-e~nent of *-'''et·ttl Wt'fkli IJ!O , .. : 

nounrlll$! thnt we \\'f""' ~nm~ to do u-abont n month n,:,.,_"'t lh· 

llf Ull('('(l chnt chiP was ~inJ! to be wo1·kNI 0111. and "'' to>tJutd that 
thi .. ""~ n Sf)(l(.'iltc mt:Httlnt C() mP.Pt n -"[lt'<'ifi t> f'iiUncion. ltKI wt did 
not tXI)('(t ontl did not prorc- thai it .hould borotn• a I'"""'""' 
for a•1v oofht•r 11ction we Wel"f' lfllkin~. It wa..: dt..,i~tnKI co mm a 
$-iiU•ti;m \\'ht~ thrrt is 1m indtts181' thnt hA& an imponant n.w 
111lllf'rinl C"f'lo.l. nnd 1 mh•llt s:ty 1 h:H in nil of 1 he intllftrtant nw uu.r,.. 
riol • .,,.,,that is still sutj:!l1 to some~ or mork<1 fhK11111tion. 

)lr. (;lrtum. Lt1 me a.,.k ,you this qul"Frion~ whi_.h I think ~ aJe 
imr~ort:Hll poi Ill toclny. You 10:\icl. as .l unden-tood you. that cbtr. 
we ulcl IX" n low m11rkl'"t bec:mse the pr1ce;~ h~t\'t' flOUt' c1uwn. 1111d thf 
l.u.J't'r wi lllul\'f trouble in get tin:! the produe1, nnd perh11ps tlwy h11l"e 
t C) wnit WNlk"' until thc- cotton pri<.-e <:hnn~. So they will not .. n 
flllll low mnrk~l. 

T>t•, O ' r iiU\ITII . But thev will sell for Mnl'<:h. April, M!l''· 31HI t\'tn 
.J II''C' clt1li \'C'I')' IW."<t \'eut'. T hese nre nut SJ><ll fnl~~ uf h•xtil<>~ 

~h·. \VII.II·'~ • s. Mt·. ~I''Ntu·y, t1K'I'0 1l i"C II numl~'l' or indh·hhltll fnr·m 
C'()l~lmm1it ie-c nnw, tHJ 1 umleJ'Sinnd it. ('Oilsidea•nhl~' nbo,•e l~u·ity. 

~l'C't'i' t :u·.v \rtc rt.\110. T do not know whnt tlu·~' •U'<'. 
~h·. \\'all~tMMI. \re had a l'eC<)n:l of 1hem. T think. imroductd by 

onr uf tlK' J>l\\viuus witn~ Fur instnnre, lUi f rN'I'I11. wc'Mll is nne 
of rh<'lll. 

S">C·rNIIr\1 \\'lr K..'Im. And beef. 
~lr. \\'u''·""'· .\nd cottonseed oil. 
Nt'l4''atn· \\"H K"' RD· CottoJL.;('e(l oil: n'fl'. 
Mr. 1\'n ..,,,,. ... \ nd c:otton.'<'t'd oil. os I ...... n. I dol1()l ....,.u tho 

indh·idnal ('Oitlnloditteft. but there were quite n nurnbtr of 1htm. 
nud H>mt of lhNn, •s I remember, were sonlHhinsr likt W ptn•ttu 
alloO\'C' narif,·. 

I?'· T• Ll ;,., • \' • .,. re"' as hil!h as 50 flen:<'~t. 
ffl•n.-rnr,y \\ CKno. 1 belie, ... e oottonseed as abmn 2~ PfR"tnt. 
)lr. \\'uJ.IA)t8. \\'hot is wool, app1·o:c:imatelv lOCH 
M · l't'l l11',\' "··· KMtD. 145. • 
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you ar& uking, I lllllpect, whether I "'-ld be in fa tor of 
eeiling. a .... 

Mr. Ww.uata. Of a ~&xin2 principle in this bill 
s..crttal'}' \VJCLUJ). I do not. ihinl< I would ad•-16 that · . 

bill. I tb1nk thue or& at the p.-nt tim6 oortain ICU of c.::.:-.hia 
and adminilltroti'l'e bodios which accomplish tho purpoeo of I!Xb;; 
"'"ftt!'' and fair pri-, and I think they do it u they meet :f 
oituation, and l SW!pect we might ,... into a ltmtndOUA Jot ( 
dilllculty if wo fixed all wages for aU industriea. 0 

I tl1ink we might ag:ain find that it would be dlftlcult for u• 1 ~upply tho lnbor needs m this one particular indu8lry or l!Omo cOt; 
industry. I do not thin~ ~t the present time there is need for puUin 
O!l on absolute >ynse ce1 lmg, although, of cour88, subeoquent, oondf. 
t10ns mliJ mnke 11 ncoossary f?r ~ngrees to cx•mino t l .. tmatter 11 o later t1me. At the present t1me 11 ..., ... to me I hot the Mediation 
lloard 88 well as th~ N~tionnl ~r Relations Board have authority 
and hovo been e tfecttve 1n working out average wage Jlri-

Mr. WtLLJAWL You have not any suggestion to !hit committee trith 
referenco to any kind of a wage pohcy fc)be placed in this bil~r hue 
you! If you have, we woulalike to have it. 

S«l'dary WtCKA"ID. No; I do not think I would hne any~ 
to place on this bill at the present time. 

Mr. Wn.LtAwa. You feellikeourp......,t ltgislationconcoming lahar 
diffic:ulti .. or the eettlement of labor disput .. is 111lllcientto meet the 
pr-.ent sufficient f 

S«retary WtCJU.IID, I t does u well as any JMthod we c:ould lly, 
I do not think the establishment of wage ceilings by Ia"' or any ad. 
ministntivo body will neressarily prevent strikM lit<aWit, afttf al~ 
it io one tiling to name a waS$ and another thing to ~~ mcm 1o work 
at iL 

Mr. \VJLLJAatS, In the establb-hment oflhe parity rei at ion, tl16 pri ... 
which a farmer I"ClCCives for hi• oommoditie!l nec-arily include the 
wal!O element! 

s.<:retai'Y WICKARD. The wages paid for the articles ha purcha!Oe8, or 
in jlrodur ing th09Ciartieles; that is right. 

Mr. WtLLJA>II. And in the articles he sells, the price he ~ives f~r 
his commodity necessarily includes that element of oost, too, does 1t 
not I 

Sccreu~ry IV1CJ<AIID. Yes; but in the farm·labor CO!lt we do not take 
into oonticleration in fixing parity prices which the farmer pays for 
labor on his own farm. . 

Mr. WILLJAWI. Do you mean you deduet that from the pn<$ be 
,_i•eal 
~tary W l<llt.UD. l t is not taken into conaidention,. ~ 

dld not include that aa one of the tbi.nga to ba taken tnto ooiisid· 
uation. 

Mr. \Vn.u•wo. Here is an industrial product, aucb u tteel
1 

• ~ ••1· 
thing el110 that is manufactured. The producer aoU. it to t"' rmer 
in ttio shape or • plow or .. barrow. . 
~tary WtCJURD. The labor 001!1 ia included in t~at pr1ce. . 1 Mr, Wnu• wa. The labor it eost4 to produoe that 11 111 the P"'" 
Secretary \VtCI<ARD. That ia right. 

189I 
B the ...,. tokeo, ia not tho labor coot which it 

W~ /farm oommodity in the prico whieh a r.rmor 
• 

10 t his "belt and coWIG I . . . ,....,.. or \Vtc:&AIID- When it .;. mclucled m the coot of tho tb•DI 
Socreb'Y . . bt.. 

bo :~ ~,;:!,jdl! not ba .. mtntioned it, but if )'OU hire a man by 
·' -th our farm, tho finn· labor ecole throughout tho ooun· 

~~ ~ .:1!ded in tlw. wa~ll!lhmen.t o.f parity, bUt a~l the prieoo 
Ul t ,. pay are included·m. estabhahmg r. panty·ptloe re.li.tion· 
~~ am~ lhe rices be pays are governed by the labOr CClllt of the 
::,U~~i:Ct.urer ~r producer of the things he bu)'$. That is what I 

trying to make clear. . . . . . 1111Mr. WJJ,LIA>t8. Thw parity •a • question of prtce; IB 1t not! 
Secretary \VJCJ:AJII), Yea. • ' . . . • 
Mr. \VtUoJA>IO. lt is r. por1ty pr1ce; 1t ~~ not a partty pr1oo of 

p~;;,~~y \VJCJL\RO. lt is tho relationship between what lbo fnrmtr 
,.)Is and what he bU,YI. • , . 

Mr WUJ.JAatl. I t •• a relattonsh1p of prtces. 
S.C:reliVY \VJClltAJI)), That ia rijlbt. . . 
)(r: \Yu.&.LU.I& I rannot. conceavo. of a pnce. the farmer ~l\'N for; «J<Umodity which .,.iJI not include the ~bor element u ~ (>llrt 

r tht """ of production, I do not eee ho"' tt ean be otberw""" 
• Dr. TCli.LET. You are thinking of the prioe of labor, tlte coot of 
Jbe labor that it take. at tlte el•vator for the wheat, or tbe .~ 
inrol<ed in plowing tho land for the w~t. and your quosuon ,. !f 
dw is reflected book in the C.rmer't f"ee of .the wheat. That 10 
""'ainll' correct in 6gurin~t tlte east o produemg th~ wheaL 

~Jr. i'i'l=•xs. I •m t•lking about the labor that tS WIC!d on tho 
fo rm in 11roduring the busher of wheat, hale of cotton, and oo on. 

mak .. no difr•renee it oocm• to mo, whether the fonner pay• • 
a dollor • doy o; whether he does the work hi018elf, the •I•· 
of thr l"bor coett. ia in th& price which he rece}ves for the. 001n· 

moclily when he oello the commodity. Is that not rtghtl 
Dr. ToU.P.Y. That ie <OITtCt. The point that the ~reh~ry. mad• 

;, lltll! in computlnl! P.,rity price tho index of the prtce, that tS~.,Iho 
farmer's i\hnN", for wbat he buy&, plus interest and taxes. on :)l'P· 
ltn1bor 15, •loocl at 189 over wh•t it was in 191()-14. D~t waA"9 of 
lann labc>r ore not included, ~u .. Congress has l•l!•sl•ted that 
it not be ioeluded. 

llr. Wm.tA><!I. Why ohould it bel 
Dr. ToLLI!T. Why ahould it be I 
Mr. Wu.t.u.x•. Or why ahould it not bel . . 
Dr. TOUZT. Why •hould it not bet Of oou~ defin1tely, !' !• 

..,. of the eleJMnt• of a fannen <011; I af!!OO ..,th Y~; but •l ,. 
oot included because the Conw- bu legiSlated that 1t ahaU -
bt included. 

)lr. \\'n.t.L\>es. H is int•.....t and tas~ as a DIJI!ter of fact, ""'"' 
included twiee. 

Dr. Tw.n. 1 do not get that. ld 
Air. WlLLIA><O. Simply becauoe Congress said the farmer " '0\1 

"' !!i•·en credit for tl~ change in the interest rate and the lAS rate. 
Dr. Tou.l!T. Y08; but that was only included once. 
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Mr. WtLUA>IL They •re included when ho pays tho 1 intereo.t IS an elemtnt of cost. u: •nd tht 
S...mory Wu:xAI<D. That is righL 
Mr. Wtt.UA>IL And it is refteeted in tho prica wbic:h he...._. 
Or. Tou..r:T. It i• reflected; that is ril!bt. ,,._ 
Mr. WtLI.tA>IL Thtn. whAt i• th~ diJI'eron .. ; "hat i1 tloe diW 

between that and tho inte.- and ta:<es .,..ltich tho indll!lrialist ·~ 
Or. T< LU:Y. ,\II right; the intereot and taxes aro reftected .PI~ 

price; they are refl~tt'd in t_he parity-pri .. indox. 10 

Mr. Wou.tAM•. And the ontere;;t. ond tuts which tloe formtr _ 
nre n•ftocted in the price which he receinl!. •-l'l 

Do·. Tot.Lf.T. In his parity price· th•t is right. 
Mr. \Vu.t.IA)I~. Tiwn .I come ~nck to the vrofl<J"ition that •h• 

fornwr u• p{wnlltl,ed Co ~nc~nd~ lus ta~t"fJ and llllN'e6l l"'iot. whilt 
t im producea·, til<' mclufitrJahst, 1s not.. 

Or. 'J'm.1.r.v. No; l do not see thnt; J Am sorry. 
Mr. 'Vu..LI~\M8. Let us suppose now we dicl not.. ha,·e. lhiil illtfrefit 

uml tnx p11Whiion in the low. 
Or. 1,ota.t;T. Yes. 
Mr. \\'11 '·'"""· Whnt would be the parity relationship now! It 

would bl' J:l:lto 131ll 
Dr. Tllt.LrY. The relntionship on Septembo.r l~the price ll"f"''!' 

..... 131l-l:l.1 1(1 139; yes. 
Mr. Wn u """' Whot would it be if thtre .,. .. no ron,identioo 

~inn to the fact that Con.~ wrote into the law a ptrmL•ion. l6 
adj_ust tht inttrtst and taxes m fa,·or of the fanntr1 

Or. T<>o Ll!Y. I think I ean figun that O<tL 
)Jr. PAT»-"'· WhAt law ore you talking about ponnillillj! ad-

j~tmems1 
Mr. Wn•.o•M•. Thttt is in the pnrity statute itl!<'lf. 
Mr. PATMAN. ('auld you r>ut that statute in the recordf 
Mr Wn.u•>Ca. That is in the 1939 statute. 
Dr: TouzY. W ith penuission to correct the t-ocord il this figuro is 

/

wrong : On Septembo.r I~ the fanner's parity l>yioes ."'"" 101 porcont 
of pnrity, corn1>ut ing interest and ta:(es as prov1ded 111 the 1•ct i 1f you 
c.'Ompute it (Wery wny pnrity_ would luwe been about lOO [)('Nltllt. . 

rtfr. \Vu.LJAM8. The relntlonship, as I rtlncmltel' the fipures "''lueb 
you youi'8Cif l-rnve us, is thnt the industria] price level WIIA 133, 1nd for 
ajlTitulturol rononoodities it was 139, ou Septen1bl'r IG. 

Dr. TOLLEY. 137 n1ther than 139. 
Mr. Wrw•"•· That included taxes and interest. 
Dr. ToLL..,., Yes. • ho • 
Mr. WoLUA"L \Vhi<h the f•rmer jrot in order to nl!lt ! . P':; 

rommodity pri~, to 137. and if there w .. ol<) Ml<h pro\'l!JOO. 
rommodity levi'! would ho 133. . 

Or. Tou.rr. I think you and I are porhapa at • hn!f <""!' pu.,.... 
I am wondering whetll<'r ~'On are 1alking about pancy Jl"'<" "''"" 
prenilin~ pri~. 

)Jr. Wn.u•>a&. I am talking about ~ty price. 
Or. TOLI.IlT. Well, kt me trv again,1f \'OU will. 

011 Fann price&. pricos paid by formera,liguring incel'fst and 1~US. bt 
S.1>l~noher 1 ~- were 137. oml in order to l:"t parity you uouh•P:Y .d.,. 
base price 1910-14 bv 137. If inte!'etit and till'S were not "" 1 

• 
chat 187 figure would be 183. 
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)!r \\'fLLIA>lL Esaetl,.. 
· A.Jtd panty price would be tho base price tin,.. 133, .m'?d, ~ j,. 8<>tnewhat lo'!"er tl1an the parity pnce aa computed 

..,..-d' 10 the formu Ia pro <'Idee! by Conp;ress. 
lf.r. i\l'iwA>IL ln otl~r wordt, com1m1ing it with interest and taxi'S 

in~ (int•rJl06ing). l!>crea~ thepRrity price. 
!~ \\' JLLIA>I&. lncreaflll l~rtty prooe. . 
p," Tou.n. Incre•!!e8 p~rtty 110me 4 or 5 pomts­ll; FQitD. Why would tt not I 
11 · Wn.t.<AMS. Why should il not! Now, I come back to the 

,,ri~~~~~ l p1-oposition which l lllllde, nnd that is Omt it is included 
in the prace. . • 

Dr. TnuzY. In t!ae pnr11 y prJce. 
M r II' D.JdA" &. l es. . j)1.' Tourr Not n-rily in tho prtc:e chat the famoer gets for 

, bush•l of whca~ or for his hOf!ll when he geU; to town and uctunlly 
~ns rhe tonmJodJiy . 
· llr. 1\'!u.JA>~._ Why i• nor that included! . . . 

J)r, TOLLEY. a-u .. there are 1011\o ftuctuatioDH entenng utto the 

~ Wn.u•M& But e<ery element of 0061 in tho production of fann 
~ties ill refteet~l in the pri~ which the fanner ,_ives, is it 

not! h · I ~rttary \VrcJtAllD. 1 wish it wert:, 1\8 a fanner~ but u a tee naca 
mauer it i~ not. 

llr. Wn~Lots. \Vhy is it. not t ~ cannot.~ any reason why JO.U 
say it i!S not, o.nd I am not uyt~g ~ythmg about. wbetl1er tt ut 
oomJ>ensntion or whethe~ the pr1re IS as "!ueh as ~t ~>tll[ht to ~ 

nor: thtlt is not the question, but the faet ts that 1t 15 11 fact, t8 
notf 1 cnnnot see it otlJerwise. 
5ecl1'ttl l'\' \\' ICKAtul. \Veil, I du not know how it could be don<'. I 

""'embl'r In 1032 ns n farmer I hnd to sell kOme of the farm to pny 
tues. 

~Jr. Wrw•xs. Well T •m not discussin~t or talking about the 
tquih•. or whether en~ugh is received: whether tbe fnrmer~ l1tbor 
i~ paid enough. or "'hec her ht hns "Jffident ineome to represent a 
fair rttum on his investment.· f nm talkinS! about the fact I hat tht> 
priff which the fanner re«ivN for his commodity indudes in it all 
of the elements of 0081. 

S.....arv \VtC'IIAOD. I do nnt know wherhor ~-ou can !"' that. f~r. 
.Yr. Wci.u,ucs. But tho\' are ineluded. SuPJIO'il' the mdustnah•t 

GpH"atea 11 a I""" what wou)d y<>u •Y about it then t 
S..r.tary WtrKARD. Well, he woold ~ut do':""- .. 
llr. Wu..uAMS. But the ~~ame thine J.S troe an am,,ng at the CCM't. 
~an· WocKA- Tho fornoer does nnt shut down: he ,.,.. on 

W'Otkin.c:: •hat is tht mu~on. Jlfrhnr-, "'hy it is not reflected. 
lJr. WtUJA~~. f:,·en AC 11 IOAA. 
5ecl'flta rv 'v tnc:A.Ro. Yea. . 
l!r. Wow'""· Woll . chot mij<hl be true of the industriah•t. 
SecrNuy '\\'lCKAitD, 1 think you understand. mv pomt. ho":c'·~r. 
~Jr. 'Vrt..:I.1A.M8. But whnt 1 nnl interested in 1S lhnt the co8t '"' m ~he 

rr1~. whether n sufficient nmount is t-cr.-ived to pay for the operatm,:t 
cost or not. You might h~tve one bujoliness.like farmer. for exumple., 
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whooe tu is so mueb, his in~ft<lt is 10 much and bu. labor · 
or you may have a manufaetu~r who has ao much for intt1180 

and labor, and so much for has raw material who ma n:'' '1~ 
enough inco~ to f!OVer all the COO!t&, •!>d who ttl&] be run~ing 1

"1'"' 
But I nm not t.lktng about that question; I am dise"'-!in tliO 1 a '!"L 
of whether or not tlie fanner, in tho prioo be reooivea, hf. to qUOI\d: 
nil of those elements of 00111.. In other words, why single out'?~' 
nnd taxes! They are only one element in the oost. n trtol 

~(r. Fc»o. They put in fertilizer. 
Mr. \\'n.u.A>rS. Why talk about fertil!zer; why put that in! 
Mr. p.,.,. .. ,., Could I ask you a questton, Mr. Williams! 
Mr. \VIJ.UA)IS. y.,., 
Mr. PAT>LL'<. Suppooe it <OIIIA the farmer as mneh in farm labor 

he reoeh·es for tho tt•mmodity he produces; would you t~n 101 U: 
all these elements have been added inf 

Mr. Wu.u.ots, Jnlltas much as in induotry illlelf; bocauso indll!OII')' 
as I sny~ may operate at a 1088. ' 

Mr. PATHAN. I !mow o r Cft8e• where famlei'S have paid .. much for 
form lubor as they ha•·e received for COttou. 

Mr. Wu,LJA>IS. All rig,ht. 
~rr. PAT>IAN. 'I1lat betng I rue, would you still ""Y thnt all dt tho 

other items of cost wet'e included in that bale of cotton! 
Mr. Wll.LlA>ls. Yes; proportio~>•lely, just exactly tlle same aa;. 

industry. Industry may ()aJ out in wages every dollar that it ~ 
for ito product without constdoring at aU the cost of tl1e nw mat.rlal. 
TI1at could happen as •P{>lied to mdustry just as mneh aa if applied 
to agriculture, but when 11. <<>Jnts to the farmer is it nee a fiCl thai 
thoeo elements of toOt are included in that price! Now, aa I ay, t1to 
price may not equal tho ~ntire COO!t. 

S.CI'etary W1C1<A11D. Wlten you .. y proportionately I think prot> 
ably that would be oorroot. 

Mr. B11ow:<. But if you do not figure in the inter$ ond tu" 
fllrnter could not figure in the cost for labor. 

See•"etnry WICK/RD. Thnt ia right. 
Mr. WtLLIAlllS. llut it is nil included in the prioo just the (!limo. 

And aa I say. I nm not di9Cull8ing whether the oornpenMtion he rt· 

cci\'eiJ is enough, adequ11tc or not.. but if tllere. is any dtfterent"e in prin­
ciple between agriculture and industry I would like to ha, .. -
tnlighten me along that lin•. 

Seeretarv Wtct<Am. You mi1fht consider this in the thai 
"' htne•·er lndustrv c:annol .,_ what it has to pay 
ra~·ing yfories aild costs of raw materials and '"~ ·:~a~~\::1~= p.r 
1t clOI!l'S down. Men are thrown out of work, whel'e tn tl 
fiold tllc farmer t tnrts out at tho beginning of the year 
lll•nt~ his crop he does not know whM he 1$ going to IJ"t but he ltO't 
•bend just the snme because, as I pointed out before, he has no way w 
cl-down. . . 

Mr. WlLLlurs. Rut that docs not explain the diffrti'nc• Ill t>rUJ· 
Cit>lo- , , 

Secreto r.\' Wtcx.,no ( interpoaing) . I was just pointing out the dif· 
ferenoo in the manner of optration. . . · 

Mr. WtLUAYs. Oan you e:rplain tho ditl'erenco in tho prtnc•ple 10' 

•'Oived ll<!ref 
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1 WtCKAIIDo Well. I think that 00111 of what industry pro. 

d 
~~II as whot the farmer prodllffit includt intt- and tues; 

ucos . I 
~~~~~ . 

' M p 'T"•'" U the t>roduct sells for a.• mur h •• 1t ccet"' 
s;rtt'ury W;cnCAII~ Cong~nlltl \VilliamR' IlOir,'t was "'ould he not 

lso lun·a to include HI the CO!:it mterest as well • A uuhtStry1 
11 ~\fr WrWAMfl.. '1\he thing that. hlls l~('n in IH)' mimt all of the. tin1e 
· . ih~t there 1'('0!08 to have been a ,lot of t•lk •bout the difference in 
15 'nciJ>le im-oh·ed nnd 1 etumot see 1t, and nobody hu as yet explained 
P" · f · rt 10 m\• sahs ad ron. . . . . . • 

Sow: the comptnuuou, the ·~me whrch andtttr.-cry rwJtl\"e&, ma1 
bt hr.'f"r 1han thn. o f lhf fanner m 50ffie t'tiie8 and tn tiiOD16 cases tt 
""'" ~ br. You may take a fa-:me': who C?~ratM tnu~~ly at a 
"""'"'! ,.011 may find the oamething IS tnto tn tndullry. Nettl>erone 
of th<m; o f coul'llt, .could continue to operate i~efinit•!Y. at a lea. 
On the otlwr hand, tndustrJ• or the farmer, fanmng acuvrlt~ or ll}­
dusarinl act ivitiefJ., .-mong the low...cc>€t producers,. nm on. w1th then 
n1:~erntions nnd make a pro6t; they have enou,gh to poy t~eu O\'erhead, 
tltt•ir fnbor, ~tncl cvtry othe.r e~ement oft~, n'w m~lt'rlal. an? so on, 
tluat :ro into tho ('OSt of pl'oducmg and sellmg tho ft~lcloon wh1ch th~y 
mnkt' I' rn'Otit. ' rtu\t 18 true ~f indush·y. •!r nfli'ICU!tu!". Now, tf 
then' i.-. 1111.v tlifTN"enc-c ns u. busmess propobltiOn •ry prme~ple between 
thesl otlfl'lltions, I wouhl hko for somebody to pomt th&t. oul 

Mr. S••E><<E. If you took into considenttion the element of labor, 
...,.!d that o<hl to the Jllrity price! 

S.=tary W1M<.<11Do You are talJ.-ing about the farmt'r'slaborf 
Mr S""'"cr.. Whot be does himself. 
~rttarv WtCKAIID. I think the inclu•ion of t.hat at the p.-nt 

time woul<l rftisc the parity prire two or: three point!f-
llr. \\'uJ.t.\>1&. Right on that same potnt: What ddfe .. nce does 

it make '''he• her he o wns his own farm ttnd does Ius own wo_rk, 
his own l1\lxw. 1-.erhllps becnuse he cnnnot nfford to do otl~rw1se, 
or \\' IH~tlwr lw iR l\ fnrmer who is nble, by rtn80n of other mcome, 
r~erhltp~ 10 pnv for the lnbor to do rho work·, \fhttt difference 
~huuld lhi\t mn'Ju~ in labor costs in the ()l'()(luet. )(I tn-oc:luce.;1 
S«ret~•n' \V1cKAru>.. One should be. eonsic1ert'd •s much ns tl1e 

.,.her. ' 
llr. WtuAAWS. Yes. TI~tn why should you consitler l .. ving the 

4)f» om? 
Seco~tar\r \\.tCKA.ItD. \Vtll. the thin~t W6 were talkinJt about was 

~"Uring p&rit1 price nnrl we did not include the ·~~ra~. fum labor 
<Q5IS in •rri••tnjl at tll6 relationship bet ..... n partly pnce of farm 
('C)!]Jm«litiel:l and indubtrial prices. . . 

Mr. S•rs.-.. A• • matter of J)Oiiey do you not thmk 11 should be 
i11Cht<led1 Why •hould it ho left outl . 

S«retnr:v \VJCKf\ RO. At the time that it wail providrd or .put.m by 
CongrCR'> it resulted in n price which mig-ht low~!" the.. pr1ce mdex. 

~h·. Sr•P.wor .. l would like to know how the mclus1on of labor 
rosts on I he f1u-tn would lower the paritv pr·ice of the product. 
S"C~fnry \VtOKARD. It would raise it' Jt()W, •• 

Mr. !':nscr. H ow "'ould it lower it under the othe r condtbonsY 
. s ,.,!"tarv Wtr KAilD. In OOI~derinjl pority the l~bor ~.at &Om• 
l~me •• below the 1910-14 figure. and at other tm ... tl ts above. 
~ow it hap~~tns to be above. 

• 
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Dr. Toun. That is ftrm labor. W& ~ tallrlng abou~ 105 cent of what it was in 1910-14, but when you go beek to 1._ "f" 

pei"Cftnt of what it W8S in 1910-14 you would hue 8eeurod an • 10 
which would result in lowering th& Jl'lritr price. ••doa 

Secretary Wtca..\RO. Using 110 as agamst 166. 
Mr. \VI!LIAJI8. If you •Pt>lied the ad:jmobnont to induotry wb 

elect would that have on pomty priee for tndustryt Your indut~n!: 
labor -u are involved )Uit u much u they ~ on ''- fVIII and 
~tahould tho adjustment be made only with rogard 10 "r11111 

Mr. Sn~<<Z. You are talking about tho rtlati<mahip in -,.. ud 
price in tho other! 

Mr. WD.l.Lt.llS. I am talking about the relationship in both.._ 
Secretary WtCJUJU). Your ougll<'ltion ia that 811ppooo....., had 0 • 

ity relaiioilship for industry! It might be a good thing; I do': 
know. 

Mr. WILLIAll&. Th•.ro would be no objection to adjusting th labor 
eusts in industry to tholOl0-14 btlllll period coot! 

Secretary WtO!lAID· I did not lily llllything about that; I undtr­
otood you to say something about why not mcludo thoee lhingt ill 
orrivinl( at a ftlir price lor industry. A parity price for incluary 
might be all right, and if you did tliat I 811ppooo you would haft 10 
include, if you arrive at a parity price for industry, you would ha .. 
to include wages as ..-.11 u raw malBiala, salarioo, and thingt of that 
!rind. . 

Mr. WJULU<L There is not any qu.aion but. what thia pro•ioioo 
in tho law, which permits the adjustment of taxes and inw.at, baa 
been in tho interest. of tho fannu, is there t 

Secretary WtCit•ao. That ia right; it has been in the interest of the 
farmer. 

Mr. Wnu•>~s. And if labor oost waa also adjusted at leu~ now, u 
you say, it would be in hi• int~re&t. 

SooNtory Wrcu111>. Y ... 
Mr. WtWAl<&. But the thinp: that I am talking about iJ why not 

make the same adjustment as to industry t 
Secretary Wtcum. I do not think you have a parity low for ia· 

dustry ha<e youf 
Mr. \VILI.IAX& It is roftocted in the price wbich tho farmer &oliL 
S..retery W~CKAJ~D. Yea. . 
Mr. WILLLU<L In tho relationahip between tho price for !be ICflo 

cultural and industrial J>roduct& 
Secretary WtCJUJID. Ye8 ; for agriculture. 
Mr. WIU.LUis. In the relalionthip. 
Secretary WtCK.AIID. Yea. 
Mr. WrLLJAM&. Having thrn fogurod that in one CAse I cann~ "!'" 

why it should not be done in the other if you are going to motntotn 
parit;v aa it e><;sted in 1910-14. . 

&eretary WrCJ<AIIl). What you are ••ying is that you th•nk 100 

ou,a:ht to figure parity for induatrial labor coot; is that what yoo are 
aavongt 

)Jr. Wo.Lu.><s. If yoo are j!Oing to have it for apicultura! lab«, 
why not apply tho Dm8 prindpJe to industrial l.tboc; that II wlllt 
I am aying. 
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5e<rttary WtOJt.UO. I han DOt «inn that matter afiJ ~t; 1 do 

oo& tnow. Of couNt~~ labor would '!'Oflt to know about the -., 

tbtOOilt of labor that 11 g<MDC to b.~ 
)lr Wu.LJAMI. In that ••ry cue, u the law hat it oow, then io 011 

...o;..;,.nt of tuN end in- in fnor of the m-r· theN io ao 

;d{ustment pro•ided in the ~~· 
1 

Sooretary WtQS.Am. That 11 rtgbt. 
)lr. WDLIA,.._ I mean with rde,...,. !-0 the boa poriod. 

&e,..tAry WtQS.Am. Y•; we ba•e "" indu of the nlationob.ip of 

~nt l)rtoel to coell for the boa period. 

)lr. \VJIUOll. A:nd the relatioos!;>ip betw..,. the rate of inlerelt. 

and tAo teo i.s figured m under the pro><tSJona of the law now. 

&e,..tAry WtcJUJID. That It right. 

)lr. WIJ.UA,.... A$ applied to ajriculturo. 

Seeretary W tCJ<Am. Yes. 
Mr. Wa.uAMI. Now, why not apply that principle to ind~~~tryl 

&e,..tory \VtCJ<AliD. You mean 10 fixing iriduotrial prieoal 

~lr. Wn.LrAMO. I n tlxing prioeo, Yl!ll or in d~rmining die dl.f.....,.,. 

io rho rate of intere&t and taxes which induotry pay1 u woll aa the 

,..,.,.,.. In other words, odj1181 the tues and the in~ whicb 

industry P•Y8 to the base penod just like you adjua\ the taaoe end 

i.stenlit which the former P•Y•· 
&ertlary WrCJUID. In what. operation would you do that; •ben 

wo1dd }' OU propoae that he done! 
ll.r. ~VtLLrAM&:How do you apply it now, aa applied to agricultural 

Secretory \VrOJtAID. In 6guiing out tho pnco indu there io in· 

<luded the 0011t for ""f!t8 in trying to .. tablioh parity price for acri· 
eu.ltorol commoditiee. 

)fr. \VUUAMI. And my quootion wu, Why not do the ._ thine 
.. to induStrY I · 

&emory \VrCJUIIJ). For industry! 

llr. WttUA><I. Yes. 
Seereta ry W IOJ<AtO. I do not know; that m\glt~ bo done. I~ it • 

new thought to me. l3ut parity, to me, i• a fa1r principle b.cauee h 

rrie to pl'odute faim- for all parliN that"" COD«!iiled in Ollab­

lishin8 that prieo; for agriculture it is a fair principlejlllt &l wollaa il 

11 for mdustry. 
)(r. WILLIA><J. Tb~ bOllle period rolationohip you.,., waa tho fair 

one. 
s.e...ra.y WrcltAIID. Yes. 
Mr, Fom. Mr. Secretary, you talked about a price Nlabliobed on 1 

aolect1ve tyotem. 
Secretary W JCILUID. Yes. 
)fr. Foao. Aa I undemand thit bill, u it it drawn, if you wve 

~ rro•ide in the bill for • ~~elootive system} thoro is nothirljf in the 

bi! . that would prevent the Administrator rrom utonding the price 

!"lbng to any commodity that might got out of lit>e.. 'lbere io n«h· 

'"I! m the bill that would llrevenl that.. 
5ecretory WrOKAJD. I th1nk that is oorrect, CongroMrllan • ·ord. 

. Mr. FOlD. Then undoubtedly this is an all-inclilli•e eeilin« bill 

I( the Adminil!lrator dooriree to take that otep. .' 

Secnury Wr<laAm. I do not think it refers to ·~ or mtls, or 

etrtain other i~MJ& 
IHII-pt. at-. ..... 
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Mr. FOil>. But whenenr you fix the prict "" a eonunod't . 
ing, you ~utomatically fix .tho wago:s, boCa'!"" ouppoo;e the~ r • • <otJ. 
ere cum& 10 nnd want nn mcre~tse m pav U\ the productioJ~t eDrn. 

commodity t!u•t h•••• ceili!'l! price ostabflshed for it., il you a~ ~ne 
on the pr1neaple o f .mcluding "'lges, an~l tlw.re is no margin a.J!'"I 
what they are gettaog for tho comntod•tr and what it co.ts , ,.. 
du<e it, why thtn they wou.ld hue to relllllt lbe eBort to n.ise: 1..,.. 

Secretary \I' ICK \lll). I 1hink th~t v.·ould be une efftc~ oil his bili«'"' 

Mr. Fono. Then Jn etfect. 1\ cvlwg on commoditiflti hl a ctilin~ 
Wt~j;(lfl. a on 

Secretary " ' •cuao. I t would tend to ha,·e I hat etre<-t 
Mr. Fom. An indirect w1y of doing it.. • 
Secretory W ICIL\Idl. Y OS. 

Mr. FOlD. Now, under t~!s bill there a"\ two ph)hlSOJlh;..: o,,. lor 
thoee who want to 6x n cetlang on eve.rythaug, a llanc:lush·t· the.otbtr 
who want o. sc.lective system, such that wUI giv& discretion (0 tbe Ad 
ministrator •• he goes along ; but U1ere is not..biug to pre\' t'JlL him r·~ 
put~ing-• ceiling on any rommodity, outside of wa~ tJJal ~­
of lme, l5 thtret-

Secreto.ry II'IOIL\JU>. No; l think not.; l do not tl1ink there ;, an 
restriction, lUI fnr l\8 commodities nr& conce•·nfltl. 1 

Alr. J••onD. Any oonuuodity, like coppe.r-of coui'S8, COJlpcr htts betn 
pi"'Cmpted f01· defense-but A8S\Uning you bud a good &UJ>ply of tho 
amow•t that could be used for oommerci1l pu.,.,..., or of """'" 00,.. 

commodity tbot got out of line, then tho Administrator can sup ia 
,lnd put a ceiling on the price or that. commodity j~ the. same, and 
this bill does not limit the number of commodities on whit.·h he could 
put n ceiling J>l'icc. l n othc1· wm-ds, it is t18 broad IUJ tho ruunbor of 
commodities, HO Ui~ bill would aooompli.sh, in my jutl.gment, exactly 
what 1n all...,iling system "·ould. 

S..:retory Wr~ But I think it gi<<S dillCretion-
Mr. I'OIU> (interpcl8inJ;). Y"*; with lea confusion in it. 
Secretary ~VtCIIUJW. rt. doe.; but. there is not a mnntlate to estab.. 

lish prices on ol1 C..'Ommoditiee. 
Mr. FoRD. No; the Administrator has the discretion, instead of 

placing 1 ceilin~: on all commodities, to put a ceiling on 1 OOIIIII>OCiily 
on!)' wllen the_conunodity gets out of lin~. 

Secn.tary WIC'XAIID. That ill rigbt. 
Mr. FORD. And whenever • commodity get• out o ll ine he could put 

a cciHng on ita price. 
&c:retary W1t !tARD. Yes. . . 
Alr. FORD. ·n,at itt: the pur~ o f it, and an oTer-all or aU-outoellmg 

on aU prices would o.l nteeMity, in my j~nt, ~rftlte • lot _Of 
inju"icesat thistimt, wheree! lfhe isgh•tn di.!crttion M -.·ill act 1fltJI 
rtlJIIptct to commodities that get out ofline, with the injustices,lhS-t 1t 

mil(ht. Ctelltf!, Bnd lhercforc tend to check inflation tht•L the gelt1ng oul 
ot line might cau10. 

SN-retary Wlt K.um. l l..,.mt to me, lllr. Ford, tbot thtro is anot.het 
btnefit that blight rosult, 1nd th1t is tho prevention of oporul~ 
In other word.ti; th06e w&o wish to speculate, if they kne• the P'!"' 
oould bo fixed it wot~d havo a tendenoo w deter thtir specul•11" 
net i,•ities. 

~lr. F O&D. Yeo. 

.. 

PRIC"•CONTROt. DILL 1899 

• W•r iLUll>. 1 bolitu that would gn a .long .n ys tonrd 
~·!'fi•tio• th• me"' lact that the authonty txiSttd to lis 1 

"hf('ktn~ m - ._., 

ftilin~t·1 • , ., ,,other words, tlel au1 u kind of tranic cop on tlH~ C'Qrt\("f. 

llr ...... . . ht • ' 'r CXABD 'n10t lS rJg • 
~:ary •ftt~t i.& 'one of the things '\\"e. are tryinJ.! to tol'ftd-. 

~·· ~ \\'Iowa>- Tb1t is my thought. Con~:1111n. 
~·"·CL H ow elooely do pri<ft of ,.,.. agr~n~ltuml products 
llr. · """he riee olthe manufocturod, p~ nrticlel 

rt:::llOttd 10 t \ " tpc- •ao You mean what is the. t•(llationsbip, or how 
~~vuu·y ' · - · 

~1 •• doc'$ it respond t . . 
ra ·'o: scz. I .,...11 by the replallon of pr1- .o.f manuf1<tu~ 

. · ;.d you incl"ftie the .. Pn~ of raw- cornmod•Uts.. you nota 
pn«>. 1 tion of raw maten1ls II ~ry na~w. P,.,...!ding lor 10 
1he rtJrl 1 ,~ ·e p•r'•t . \\' hat eff~t. would refi:hat.aon of praces of numu;· 
· •Ill llw\ • · • · . . 
peM d tO(.IuC't:s ""''C.' wo\lld extcndmg t 1e }>OWtl'fJ of the Athnm· 
!arturt N~t a .vreater a;,nuence ov€'r the price of aa•·icultnml p1'0ducba 
.,ratort . eb.llt 

as~:::'~~\~c~um. ""til. I think the po'f'f'r ~~ rq;ulate the I)~ 
1"" h roCtssed commodity would without qufiUon, alffrt the JU'tce :f ~h!• ~w mate.rinl; thtlt is, ym~ 'could just u t tlecti\-ely, perhaps, 

trolthl•J>1'iceofthe t'IIW matel•ttll. . 
""M1 <.: .,.. To what extent would you tll'l)' tlu't w(luld do 1t t 

r. • , .. ,_ I d ' t d 
Ho• quickh• does il ~nd and hc>w aoc:urate y oes 1 regpon 

10 li>t pri<e of the mlnllfactured l'roduetl 
s.-<ary WtCtURl>. Pretty qmtkly, I think; prtlt): ·~rattly •. I 

lhink fur inP.tnn'* in the ease. of b~l\d, the rectnt rtse m the pr1ce 
of '<fl~t"l't would o~ly ~·ustify an incrett5e of ftboUt. one-((URI1tr Of n 
t't'JU in thC! price of a Ol_lf o f brend1 

beowse them Ot"C so mt\1\)' ot 1t>r 

lhingo in•-olved in the pnce of a lou of bread. . ht 
nw. •n~e "''Y with a rotten 5hirt.. At the p~nt timt'. tt~y, t "' 

is an inert~ in tho price of a rot ton shirt ol 25 cents. Pem•Jlll th6 

produeer "·ould get one·fifth of that, or ~cent& out of th•!· 
M1•• llJtOWl\, I \\'Oulcllikc tho I't'OOrd 10 s:~ow what the pnt.~ Fhoul~l 

btof nl'"" whetttor coUon to sush,in the. prtces they are gettmg no,~ , 

lhat th~ rom:umer is ~yin g. 
S«rtury \\'•ca•m 'i'ou l<'ould like whitt . 
llr. 1\111\\"~. ''""' Jh()U}d be the ceiling On Whe;t-~ t O i U!OCAllt t~ 

])rice th•t the consmn~r pAys; what ~houl~ be the tealm:: on ~ton'. 
~us.al in tlll1 price tJant the eons\lmcr as paymg tnr cotton gond'l todns. 

S.Crtltln• " riCKAnn. \Vtll. I do not know. 
lfr. Jlr~w!(, lf yOU ('l.ft figure that OUt, put h in tJH~ ret() l'() for 

d- "'>tcilic thinl"'- · 1 
Sft.l"ftary W1c.uao. Of toUI"9f, retail prkft tfll~ to la:: btb'!l\ 

•~lt'8tl l l! prices and wholesale prices some"·hat bthmd n\T·mattna 

(ll'let"ll. ' 

Mr. HoowN. I know: but the cont~umer buys h·om the retJulcr. 
SPcma_ry WJCKARD, Yes. At !he l>n'fX'nt time •htn' ltas b~.'\:)'l;\e. 

ilj:. I tluuk 11 the preaent timt,)ldl oilhand, perhap!l the relst 10 up 

mav noc be out of line. . 
Mr. Srt.~CE. Indirectl y he can control the prt<e of I he ra• mat•· 

rial by rontrolling the pri.~·• of the mnnufacturCd pmclu~! 
Setretary \VJCKAftO, Tbat can be done., without quest.ton. 
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Mr. S••""e& Cotton has held the spotlight 10 m h I 
mentioned ~he cash crop of my people, bufhow ia t:..... ha!• hardly 
enoe to peraty now1 wuh rder. 

Setrttary Wrmwm. Well, the percentage of dift 
total <Oiit of the finiJ;ht.d produet. as compared with re.;: btcwotn tbe 
goinjl into that product is ··ery ..-ide; lbtre ia an u t:.. rrw '!"ltriol 
fert.nc:e bo(atL-.e of the bil{b taxes on cigarettes or otht ~::: dif. 
al;.o betaW!O of the packaging and distribution and ~~~ ha lllld 
thinj{. There I 8Wi)>tct tba' regulating the price of the 6 t .~ I!Ort of 
uc~ would only hare a remote elfect upon the raw r 1 nJ pnxJ. 
ally would if you fixed a low toougb level. P 0( Uct, but ••·ontu. 

Mr. Sv•Nca. H ns tobacco reached parity now! 
. Sec•·m•rf W1ouno. Moo;t of the !,'tades have I 1 • k 
mteJ"eSted 10 burley I ' 

1 1111 
• Are YOII 

Mr. Ko••l'l .. r.31:1ANN. Leo f as well. 
St•cl'(!-tflry \VrCKARO. \Ve will give you the prices in ju l · 

Th(ll\{' u e us of September 15. tJ " mmut~. 
Or. T oLLS\'. ~'lue·cured was 108 ~•-eent of pority 0 11 St » 

IG and M•ryl•nd wAS I68 pereeot.. 1 hose WCI'tl lhe only 111 ·kll •mbor 
on Septemb..•r u. au e ' opett 

AI r. SPENt'£. H 11>·e you burley I 
Or. T(Jt.a.&Y •. ~ot ns of September 16, becau:tie the market •. 

O)H'O 11 that Hme. IS nul 

~l r. ~!'<SeE. What is the late>t y0<1 IJA•-el 
~r. l ot.t.l.Y. I h••·e not the 6gures for this year. lAM year tho 

prll'b of bnrlry were below p1riry. 
. Mr KOPl'tA)fA~X: Dr. To~ey, m comtect~on wi1h dat same q-. 

tlon. han· you any mfonnat1on as t~ the prsct~ of the various grac1a 
wt tun:~· anti toba.u.'t"' that .is sun gT0\01 and shade t 

Or. I OLUlY. C1g u led •• the only one I have here in front of mo, 
and lh":"'l mn,rkels were not o pen SOptember u, and all I ha<e;. iu 
l'Onneeuon wtth lost yenr. 

Mr. KoJ•PJ.t.,AN N. 'Cnn you put that in the record I 
nr. T OLLtY. IA>t year the prices of c igar le.C were below Jllrily 
Mr. ~htJ.S. Wlnu •s the base pel'iod for tobacco I ' 
Mr. ~P•Ncl!. For btu·ley, it is 1984 to 1939, I believe. 
Dr. lc>u..v. Bul'ley is 1934 to 1938. 
M1•. B11ows. Wns not that oril!'innll y 1909 10 1014 ! 
Or. T ou.£Y. No : o•·ig inally 1t wos 1919 to 1029· that wu th• 

oriJ!irtlll r)(!t'iod. , 
Mr. ~ROWN. Why did they change it f 
J)r. 1 ou.rr. Ctmj..'f'etiS thon1-:ed it. 
llr. S•••s.C£. .All of tb .... fann journals are writing of parity asa 

prtre. J>lrlt\• as pu~Jy ~t re.lat ionsltip~ is it not f 
~ .... IOI')' (\'J('JVao. TI1at is r ijrhl 
)f~. S1 £_NC't!. It i~ the rel•tionsl1ip. existing now u toml•rtd to tht 

r.lahonsh>p thai •xined io the base period! 
'""'"''"'Y lrJCl< •ao. That i.• rijlill. 
Mr. SM!.~n And that rehuionship ftuctnatea all the tin>t! 
~rt.tory \\'1CK >KD. Yes: it does. 
Mr. S1•r.:<rr:.. And probably fluctuates [rom day to day! , 
Serretory II JUKAno. YPS. We compute it once a month. but1t hu 

chan~) very rupidly during .._nt months. I t has gone ln>m 131 
to 130 111 0 months; 11 hns gone up 8 or 10 p<tints. 
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)lr. s-cr:. Do you think lhe.re ,..iJI ~any ft iK'Iuation of •grict•l· 
tural pr0dlf!15 to.mee~ the totabl!!ht.d ceiling._ or do you think th• fix. 
• 0 ( a ceihng ,..,u frttzc the pnee at that pomtl 
~ary '\\'"IC'XAID. No, sir. For most commodities l thiuk thtre 
.-ill be • fluctuation below the eotabli~ed ceiling. 

Mr. Sn.~cr:. W'hat el ect do you thmk the fixing of a «'ilinjZ will 
ha,·e on prieet 

Se<ret•ry \VICKAlD. It will just cut oft' a few high point• at the 
timt the ceiling is Rxed. 

Mr. S••r.so•. Do ,y~u think there would al•o be • Hnclnnt ion of 
pri<" bene•th the ceohnRi 

Secrt1nry \V1CKA1U>. Yes; unless we happened to htt,•e a dt·onJrht 
or some unUSlllll drcumstnnee. 1 think for most ngricultu•·1l l cum· 
moditif'S vou nrc s,roing to flee a flnctuoliC)n below the ceiling. 

)Jr. S1-t:sn:. CongrctoonlUl ' VilliRmA brought up wool 11\1) catl l~ 

1
wh.ilr ac,'O, 111nd cottonseed 111d beef. 1'hat would not ~true thtl'f1 

troUid il' 
Set-Mary \ V1CKAICD, I am not. Alr:e. what would happtn: but. ac· 

('Ot"((ing tn tht 1>rese.nt law. tht adnHnu;trator of lh~ ball would hi\'& 
1ht ri,!ht to lowtr lht wool and bet-1 prices. Wl~thrr he \\'Onld do 
it. or nOl. I tlo not know, bfraU...Iif this dllfS not put a mantlate on tht 
adn)inil"'lntor to put a tf'ilin~ on: it me.~ly /{1\'t!S IUlhftrity to the 
adntini,otnuor to put a ceiling on whtn the pnee JUcbes 110 ptl"t't-nt 

of pt.ri!1· 
Mr. Snsca. Do you think fann labor .hould be inelmled, or 

should be excluded Ill it is ot prt~~tnt I 
Sec~rary \Vu"XAitO. \Vtll. think, to be quite honM~t 1\bout it. it 

~bouh1 be 'includetl. llut. whenc,rer you would start, as I iiiee it, tn 
open np this question of purities and try to ra.ise them a ll " liule, as 
our n;Hural tendency would be-, we might get into n lot. o f dillicuty, 
Kllfl 1 nm tt 1itt lo doubtful ut the pr~sent time whether we should 
OJ)tn it tll)

1 
111thou~h you could or~ue on one commodity, for OHC 

I'(':IJ'QO ()J' nnothe~·, at should be opened up. But I think we hn\'l' nn 
estahli.ihl..~ relotionl'ihip here which iP't for tho most. part, preuy fait·, 
and I ha,·e nn iden. that. maybe. it. mi~ht be just as fl!lil', or e\1'1l more 
so, as any new attempt. to ~arry out the Jegis11ltion. 1'hl\t i• my 
personal opinion. 

llr. S.Z,.<Z. n1ere may be an e ft'orl tO put i~ back in, After your 
testimony ibis morning. 

S..re~ary WJCJURD. I think this question bas boon raised ~~oro, 
Tho S.nato h•• • commillte l!ludyin,:r parity prices at th• p,...._nt ume, 
•t ~"OU kno"·· I think ,·ou •l>peemd before tlat conuniuee. 

Dr. Touzy. That is r ij:hl . 
lJiss StD<NEI. And he ap~rt.d in tbio re.cord. too. . . 
llr. n......,.. 'Gnder this otdion 3, the pority seetion provJdlllj: for 

110 and fixin~:th• cei lin)l priee •• of S.ptem~.-­
Secrttary W1ClXAIID. July, was it not 1 
Mr. Baowl<. All right , July-why was that ...,t ion put in.! 
~recnry \\' tCJtARD. You nre n!kii1St "'hy J uly 29 wns put IT\ nuhtr 

lh11n Ju£1 le.ll'inl{ it al 110 percent o f pnrityt 
Mr. BROW><. Thnl io rijlht. 
Secretory IV•cuno. The bill wns introducl'<l on the 28th-­
The Cu AtU.M.AN. Lei rnB e11>lnin ; I hn\1•• little to tlo with thnl. 
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Secretary W1a.om. I wu w~ i1 eomebod ,. 
to h•lp me ou~ on ~t. !Laughter :) 1 oulcl ool11ntoot 

Mr. BROWN. I think r have an •doa, but I iost want to,_ __ 
rtason. Auow lbo 

Tho C n AlaK AN. Well, i~ does not seem to be without 
Such a plan as tho Cnnadi11n pion WIIS bused some~·hafOO<I ~Ada 
i<1en1 if I undt:>rstfln_d it. Dut lun'6 is what wn~ in my tn!Jn1 t \nl ve_r1 
1'heJ't' we.re suggest1on.s about 1\ baso pe.dod t.o be. oonsid~nt 1.' )(luL It: 
lishing n cemng, and t}>O bill hAS such a reference so w 1~ l'lllab­
oceurred to me, that the day prior to lhe timelhat the legisl"t' ought 
poMiw"!' ':'lade .would be a date uninftuenced by co~.,....;~1\'" P."" 
and administrau.-e actJon1 and would be a fair fuue to eotuider "<1~ 
aa ll1e 29:h ~as the day oefore ~be President's lllfOOlge ,.... 8..'l"' 
Congt'1'!!8. :wh•ch was the first ollie Ill ..-mmendation fOt' l•gislat' to 
<lOOtrol pr!Ct'S, tbatdate wu aelected. ""'to 
. ~rr. DIO\\"N. _Now, ~Jr •. Chairma~~ in eonneetion with that. 1 am 

klckmll; I nm JUSt pmntmg out tins thought, that if you faz the '!"' 
u of the 29th of Jufy, yon will be Gxii1g the priee of ""me com111oo.lf.: 
ornund 150. es 

Socrotnry WlcKAnn. Th•~ ie right. 
:r.t~ .. Bli()WN. Now, whot I am "?ming to is this: Th.- other OO!D· 

modll!lll' nrc gomg to ho,:o cquobty, and I nm asking Ibis question 
for tins reason solely; I ":ant to pu~ m another proviso "but not, 0..., 
tho prevn1ling avernge pr1oe from 1919 to 1929." I want to add that, 
becaWiO a great many of th- commodities will not come up to­
other commodities on July 29, 19H, and I want to add another llertioe 
be<at'"" I know some othor commodities will not be treated fairly 
nnl.,., we hne one of t b...., periods, t.alring whiche,·tr is the hir,hool· 

That is the only way you are going to get equality for aile...,. ot 
ajl'ricultural producers. I have one or two major cropo that will not 
get equality unless thnt provieion is put in there, compand with tba 
prices on the 29th of Jnlv for 110me agricultural product& 

Secretary WlCKA.RD. Moy I correct "\Y testimony on thntl I think 
this J uly 29 provision would mnke it un)JO"..sible to put a ceiling on 
tho price of wool at 110 peroent of par•ty, bocause at thllt time it 
waa above 110 pe~t of parity. 

I v.·ant to oorroot my ~imony, as I see I am in error. T lorf!OI 
about tho July 2$ priee pro•il!ion, and be would not have authonty 
to reduce tho prioe of wool. 

)!r. Ww.u:wS- That is wha~ I want to ask- if that would be lair 
to freete fa.-m commodities u of the July 2$ pric:e if it wu ..,. 
reuonably high on that date! 

Sec"'tary W1CUAD. Well1 it d- not necessarily t..... il. Wa 
cannot out a otiling below Ul&t. 

Mr. Ww.uMa. Well, it )1trmits i~ to go there, but tho Admini• 
trntor can.not monkey with it.. 

Secretory WICKARD. H e cannot 611 tho price below that. . 
llfr. WutrA><S. That is righ~; notwithstanding the fact i~ might 

be out of nll reason on tl1&t date, he cannot touch tha~ priCfo. 
l\Ir. K OPPLO<ANN. It still is not clear to me from your anp"tr. 

Le~ us take something specific, eornetbing lhat ie in my distriel.-leal 
t~. Supposing -leaf tobaooo io not at parity on Ju!y 211, au~ 
j)Oilng 1~ has ~ reached parity; under your interpretsUon of 1!"1 
bill could a p~ be 80t by the Administrator on ... f ~ wbich 
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Jd mak• tlllt price Je. than ~ty, or doN be wait until il 
..-au ritr before he eete the pnce I 
,..S'!:t!:':.y W1cw.•oo. It must reach 110 porcont of parity before be 

1 
1 set the prioe, as I understand if. In other wo~ if the 

~'of lonf tob&c:co wos !!till, say, 90 poreent of P•rity on July 29, 
~"''\ wtHdrl not bo I>OSsible for the Achninistrt~tor to J>Ut • «~•ling 
!,,~et~l~e pri~e of lenf tobacco tti .1~ t!um 110 percent. of parity, 
becaus:e 1hrn the 110.-pe.rcent hmatauon would go\"ern, nlher 
tlum the July 29. . . 

llr. Kom.r.><ANN. I ...,_ Then the July 2$ proviSion does nol 

f eel eil htr 1obacon or any farm product 1 
• s..r.ury W1CJ<AltD. Other than lbooe tbot are abo,·e UO pen:ent 
of nority, &tl<'h aa wool! beef , an~ cott~n-.l , 

{I; Ko"'u;'"'""· 'f J&t clears 1t up m my m1nd. lli: Dc;oas. Mr. ~retary, has the Admlnillralor already set ceil-
in!!S on vnriouiJ agrtcultural procluc..-ts1 

·Sec:retilry \Vtcuro. Yee, anr. 
Mr Dooos. Which ones! 
&,."retnry WICK"'"· Upon pl"'CtSSe<l oommoditios, ouch u cotton. 

1 do not know of nny other right now. 
Mr. Dod!l!r' Wltllt ~bent sugnd 
S«:f('iary \VrcK \ nl), Oh, excuse me. . 
Mr. Doocs. Is that 110 perc~nt of pmtyl 
s,. ...... ry WICJ<AR[). 1 bel•e,·e lhe SUI,"' price is at parity, or 

pl!ity income, it ic. not 1 . . . 
Dr. G• u•a.um . 'faking the nauonal •~erago, llllgar 1s a httle 

abo,,. parity with the payments. . 
:ifcrtlarv W•cs•""· W1th the payments mcluded, he Mys sugar 

is a liltle ibo,•e parity. 
llr. Uoooa. You oaid tnking the national avenge: What do you 

mean by "national ft\'erll~" t 
Dr. 'tour.T. You are thinking about rl:ttie parity prieeal 
~k UOOGS. Yes, sir. 
Dr. 'l'oW!Y. Tho nvoi'UWl farm priC<'l! of whe&t colton and auga,r­

•ug•r is not good on this.-because it is proce88ed !,.;{oro it hus • pr~eei· 
bul 1 he A\·cragc fnrm pr~oo on wheat t . wil_l say, ia tho averllge of .al 
d1e prictS tl••~ the formere pet for ;;diing wh~~~ .on the d~y on wh1ch 
the price is reporttd for all grades and all vnr1et •-nd m all places 
in the country. 'fhe priet~ is what the farmer !lct!oially gets who tak"; 
his wheat to the •levator in the State of Waslnngton, the State.,: 
Louisiana, the State of Ne"· York, the State of K~s, or any .ot r 
pia~; it is the price at v.·bieb be happtllS to be .. lhng thal dey m tbe 
qnous markets, and 1be7are allal'Ullatd up. . 

Mr. lloool. ln connecuon with tbai,'ilo you take a nat1onal a..erage 
on tobncco; that io, on all of the grades of t?bae<»-lf&l tobacco, Mary· 
land tobocco Virginia tobacco, Connecticut tobaccc>-&nd average 
th•m, or do you U.ke the average on each sepunte lypu of tobacco! 

Dr. 'l'pun. 'l'hnt is right-on each 81lpnn>te typo of tobacco. bee 
Mr. llooos. Now, should not tbero be a n•tional •••'"ll" on t 

EUJtllr and a nationi.l average on cane sugu1 
Dr. To1ur. Sugar hu been defined aa "sugar" by tbe Con~ and 

no dilferentiations hova ever been applied on sugar. 1 do not lmo• 
.-httber tl1is is the point you are gettinp: at, or not, but. tbe avenJP 
firm prieeo, you see, when .,..e are thinking a boot eontrolling the pnce 
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of J>Ork, you rould not quite soparate tl~<~o;e l\'tno!!f fonn · 
cwtr. and \\'hat it i'IHMS t o us is needtct and it it in tht ~prK'ft; •!J 
t .. timony. is th•! thel'l' ~ld ~ determin•d the marlc04 pl!:'m•.'Y• 
).,\1 of tht<e panty fann flM«!S. Oru;teod of trVillj! lO I'Otllrof tJ "'JUt~ ... 
fJ'i<" of wh•oo at $1.21 c:ents. .""";ill say. " ' hat does tl .. t 1"' panty 
No. 1 Hard Northrrn whrat m Mumtapolis; what dr- ·

1
t on'w .. •n !or 

, . 0 . , • Cl . I d . ~· II tOr ""o ... wlnlrr w wat m ueai!O ; w uu oes It mean for whitt p ·fi 
rollst wht1t1 tU Portland, which would be difTet'ent f rom ttun ;,c.·•" c 
n\'tl'llj.rr for nll of th(\mt And it seems to us.. for tht! purposts in ~·-J 
in tl118 bill. thnt 6jntt'<'8 sudt ns those, nllowinjl roo· tllo di«••·•n.:''b:.. 
jween thr nvtl rnJ(C' f~1rm prtCf~ und the pr•ce nt the muket llhH.'t m 
he dettmninrd and thnt would be the price th11t tlw Adminiatralor'lli} 
tho/ll'i<•o·eontt'<ll hill would fix. o 

~. o·. F'ooo. Whnt dnte would you t•ke foo· those tht'l'<' thin~" to call 
JMirtlyf 

&c:r('lt\1"\' 'VICKAHO. 1 did not S!Ct that. 
Mr. Fo~ti-,. You fol~~· Jul~· 29 w'?uld lell\'f rttttle tuui rotiOtl .. tNI aDd 

!WIIlf ochtr rommoc:hty abo,·e- paruy. 
&-<.·rNan· \ri(· KAIIO. \\"ool. 
)Jr. FooD. \\lta t datr would \'On take thtm at I 
~l"t'tarv \Yt("I<,\RD, How far would \'OU bft\'t to j!O hat•kt 
Mr. F'...O. y .._ • 
St-crttar;\' \T1eK.•ao.. "f ou Juan• to f!O beck not \"tr:'' far on <•ouon. and 

~·ou WfMIId han-t? f!O back a preuy ~~ piect on nntlt and wool. 
Or. Tot,.l.r.Y. \\ Hnl h;a!i bf.t.n UlHI'e than 110 Jlfrtt"IH of p1ri1r ~jntt 

rorh· in 1940. I think. B.t>f rattle hns boon mol"'' than 110 p.,...nt 
J"Narfty ,.in<1' .-nrl~· in 1940. C"nUon$('("(1 hns l>N-n lliJn\'t 110 JlfR't'llt 
pnl'lt~· O!ll~· ,.inN' •. fn l;\· U of thi50 ~·ear. 

~r.·. J•( no. Lt•t rue nl'1k ,·on this qnl'Ftion : \Vlwn \'OU Jl:A\' "rouon­
~Nt,·• ;\'OU dn not rnenn t ilt~ ootton!-leed thot they pl11i1t, you' nwan 1he 
('c•tlulllill.'''d tluu thfl\' \>l'OC'tSS! 

01·. Tou .f'.l', Yl•M': t w co1tonEZ(loPd thot <'ome~ out of the Jrin 1md j!Oe!l 
intn pr'•l<~t'<·l com mod it ies. 

M1·. FoRo. The k-ed that you p~ct? 
~t't'I'Nnry \\'IC"KARD. Rijtht. 
Tlw t n \ IR)f,,S'. \\'hnr t\bout the f>l'i<.'i' of rottnn~ ri$f'IU unwt 

Tlt()N" lmti l)(l(>n 11 ~>lump, ht\ti thtrt" no t t 
~rN+.r\' \\'r<'K.\RD. Thtlt is ri~ht. I do noc ha,•e ch11 btfo~ ow • 

• \ 11 I hot•t'i• S.J>t•mbor 15. 
Tht ( 'nAIIit)t,\S. As ()f what date art- l'our fi.sn•mt 
~l'ftar~· 1\'0CKAIID. S.p<tmbor 15. ' 11tt J>ric:t' of <Olton~ "" 

I,GI JJOI\'tl". nf J>Ority on Sep<embor 15. T~re hu ~n oontt than!!" 
t-HW that wne. I do not hal'e it l>xaeth·. 

·n,e Cn.ualiAX. I am ~ure this has'alrHdy brtn broup.ht ~'·but 
of C'0\1~ tfte 1009-14 hasis for cottonseed WOtlfd 11111 bt 0 fatr ..... 
J)fr;utl r.n whi<'h tn fi$!11,.. patityf 
~·r•ttnrl' " 'IC'K...\RI>. That i:;:; ri"hc. 
Tht \ n.\uuus. Titnt hn~ ah'('<:d,· been made cl .. r. ha!i ir nod 
~'l'("t nn' \\'JC"K..-.tm. T think wbin 1 was up herr btfort I 1alkf'd to 

:-4'11W tnfm\wr of the ('()tUmittee nbcmt th~tt. and we poiruttl uul the 
Jll~llt JltO\' if'ion of l:lw for tst :tblishin~ compttrttble pr.i('(l'l. 11llrl ~t· 
tonsc'("(l wu oue of the thingS to which we needed to gl\·e atcenuon. 

-
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~ WJCIUJID. I think, otatU., ie •uy brid_y that . 
tin is to proTellt iollationary lpin.la, ~ aa we had Cl~rin•:::: :"e 
War No.1, llld which went on for_,. time. " or .. 

~(r. c..:- Would you uy that Primarily we could 
this inflAtionary epinl by fixing price oeilillj!S or by do' prer .. , 
other things f mg sm.. 

Secretary WICJU.m. I think that is one of the thin th 
be used in preventing price spirals. My opinion is thaP.he ~honld 
ond, perhaps. tho mOilt powerful deterrent of inftat.ionary •p·..,1{• 
would be sufficient produ~ion. to ~revent that aort of thing OC:": • 
would not have a speeulattve fltuaUon. ' ''"' 

Mr. au.....,..,, Going OYer your statement, I gathered that . 
P,.....!on from what y~u bod to 8ay. ~at is the reunn I raioo.J t':· 
qUMtoon as to what on your eonoeption are the obi·..,.;,... of th !' 
bill. Now, as I read this bill and think •boot the bi I there;.._:! 
liule, if anythi~, in it which in my opinion, would t.;,.. 

10 
i......_~ 

production. I tli1nk that the hU., of price ceilings would matotialtr 
tend to decrease or hot~ bark !'r pre~ent {>roduction. That ;. thO 
reaaon I ~t to have .Just. 1 Iotti~ discu!!lnon with you eo 1 rould 
Rt\ el~ m my 0'."" mond, tf POilSLble, what your conception of tho 
objectovetJ of thts btU may be. 

Secretary W1o~. I think that it may be necessary to haoe prico 
eontrol, suCh as thts bill providC8. However, when it is not ('OIIiblo 
to produce as much ns the market will take, or whon there 

18
...,. 

aort of a manipulation or ~peculation, then I think that to ouplllo­
ment it, aome other measures can be used and should bt u.od' to 
prt\'ent inftationarv spiral& 

Air. au-. But. ><hieb would \'OU 8&\' ..... not intlndtd in '"' billf • • 

~retary Wtcx•m. Do you mean th• other mea""""' 
~fr. c...- Yes. 
Secretary WICXAm. I hardly think they should he inehoded in tho 

bill. 

Mr. <luWPOftD. Then they ore measures which are not included in 
the hill i 

Secretary WICKAJtD. YCl!, 8ir. 
Mr. <'••wroRD, In other words, you agree. thoroughly with tht J>ti<O 

coiling objective os .. t forth in thiS pending bill? 
Secretary W"''"'ltD. Yeo, sir. 
~lr. c.AWJ'O!!D. Now, as to those other factors that are,.. in the 

hit~ l'OU hue noc. di!ICU~ them. Th"'• were not dillt\.-1 thi< 
momln~r. Do you hne a eo{>y o f your stitomeot ,.ith you I 

Secretary Wrowm. Yeo, sor. 
Mr. ('a,,,.....,. GoLng down ri,dtt to rhe last part of the IM<OOI! 

p&r&IJT&ph, •·ou say, "TTiat is the su.....t preventive o f inftat ioo.• You 
lire rtferring there to inere&t!lld production. Now, Mr. Htndtroon 
loud considerable to say about tbe inftat ionary gap. Do yoa lmow 
what I mean by t.hat langua~, "infta tionary gap"i , , 

Secretory Wtcxuo. I om not positive about that. I am not famohar 
wit·h that. 

Mr. Cu- It meant that he takes tlte position,~nerally, thot 
eome of !his inereased purchuing power whicb is put tnto th~ "'"b:' 
ot trade .. puUed.oJr, at.y, by increued tueo llld other operatiOOI, I 
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. nraJ bUliOD dol!Ara which oan be -.l!pl"'ifioally 
thore is lltoll left '; buildinc up pn-. So we will oall that the inftoi. 
(O< the ~:w refwring to that Jut It&-t of yours, whicb I 
tiollll1 gap. • 
.. ill read: 

d •tllhtM• Important al tbe7 art, It tbe nertullt t~>r IMreued PfOo 
Bot ~'t" 1111 the aurMt prenrau.-e of lnftatlon-

dntlloo' ;;• at' on 1 would like to make is this: Tht ln6aLionary gnp 
Tho o rv cl~ not even nearly so, nor can present laws be used 

has nob boon G erdor Eccles tnti600 Now
1 

whib do you think this 
to do so, .. ov d d with your at&f.ement before ua with reference 
""''noit.t .. shout f ~uetion llld with the obeorntion of Go~eroor 
to the tncrea86 ~ P to the inftationary gap not beiDI[ cl.-1, 
E<des .;t~~ ... ~ the present lawa 110(. giving autbority to 
wd "'' · b reason of the ladt of J1011'U to - greater 
go in •b~ ·~~~t.foroed .. vings, and so for1h1 in order to draw o~ 
oaxfS. nng · 1 wer Furthermore, woth Mr. H•ndei'S<lll • 
iooe,..~ PO::,":''J, s:'.:t this bill will not prev•nt in Ration. do you 
olo;;ervatlontheroiUAAUtion to give us along that line .. to what you 
bare nny o Of 
think w• shoWuld do I clo not know whether you are referrin\to 

• a r • IO&..i\ID. · • • · 
Secor! f.J be ·11 bi ll 0 ,. wh.ot we should adopb as a natoouol polocy, ut 

whlltsll~lk 11 t
1 

incrcttsed sa'•ings and some. method of l'enclung tl.1e 
I do t '"' oa f the increased purchuing power could bt hBid "' 
place whed' ,:,~~~ now mighb accomplish two thin!!!: lbmighi.Prt: 
rroen:• 111 

. d b · bOut more stable production m busi....,. 
ren_t .'~ft:u IOI_l an rmg fthe defell86, have nm down. I w-ould say 
at<l\'!UOS whh'~'• becathat~o~d bt done. I want toll" back, also, to ":hat 
that os one t ong "" · f Dcrused producuoo 
1 .aid in ffi" teotimon'/' abouL the nece••uty or ' 

1 
the .. ,· 

' ' . .. of eoul'1!<'. some o • · 
u you have enough o .th..,;etheomm.:::br"· but beaoU>e of the d:f.n~ 
thasing powe.r will ~ mto em P J.' ' fertilizer or thin~ 
c~andi, we do not ldutveSoens~gh is' ~~\o:rrn:;y gap, which means 
hke thlt to 1:0 nrouu · · re b'd f , 

1
• the amount of 

that there is no plnoo for funds to gQ excep~ '". ' o !d >roduction I 
m1~teri~ls whicl1 a1·~ not pJentiful: Sot' aga•tb\~~~~~h:Cwn1r game, ho~r. 
think, aN the beilt tb •ng to do. It. IS no ~or us much 

18 
you would 

e.'·er, to alw~tys have mcreased rodprod!~ln f~cilitie~ and therem•Y not 
like to ha,·e. You muid.set up p u ' 

he y;_ough .:;;;:'#~~~ ;~ J~.~:1~~~~ 10 put it ~hi• "'"Y.' 1 ... m ask
1
d 

. C.,. "-b' " fetJ that tins CODliDlttfe WOU you. as a member of the-.. 10et, u you ak' a oono;Uuctinstep in 
bed!>inga.eolllt,ructi~~thing,orobr jou'1,~~ ad'3ftion to the pro•·iStons 
dealing wtth th11 partJ<ular P em • 1 • aud trY to deal 
,.. forth in this biD. we should 1(0 forth~, for tnat~ee, , from this 
oith the question of drawing olrroed ~the adcl\1.100~ bJ!.':.r..J"!r eommer. 
inflation gap in tho way of enfo tb &avtngst r powenot Would you 
cial credtt, and eve.n Flng intAl . e mone. IT'! 

care to expreaa yourself on ~at\ 'd I thought it would be a very 
Sec:retury WoOJWro. I think sat , Wheth•r it should be 

~ood tllin~t to provide for inc~ ""•!"f.· 1 
am not 

8
u..., that it 

done in this bill is a question !" mhy mon • that it would be a lt(>Od 
sltou!ci be d one in this bilL I think, owever, 
national policy. 

• 
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Mr. CaAW70110. That is fu enough. I wan~ • 
from you on thAt. You agree with the ~nerol otat~~rolup._;.,. 
thU inft11ion is the cause of dellation, do voull()( 1 ement to the • lf«t 

Secntary WJQlUJID. Of COUI1ll!. whate.-t'r ~ 11 h 
It ,..O<IId not «>me down i f it had not JtOIIe up. P u to COOle d0tt11. 

) lr. Cai.WJ'OitD. Do you agree with tht ~ral ot 1 
•lrtd I hat inflation preetdes deftatinn t a •mtnt lo oho 

&!crttary WIOIUID. Yes, sir; I think lhat is trut t 1 
we "·ould hove deflation unless we bad inflotion · < 0 not lhink 

Mr. Cai.WPORD. Turnin.e to paJ!t 2 o f your 81~temen1 I I he last aentence ai the bottom of the page where you My ;""d from 
Jo th(' )'tlfllr'l "'' "'' 1'r.!O, fnnn.hwd ,,.,U('\ft uot <•nl.r clrt~ )I'd 

h'H1 rb•f•n flnrlna ri'IA wnr; u, .. ,. droJJpeotl on the n,., • ..,,,..'-g 111 11"Ni•u tt...,. 
IIIOII(!flf prf.wltr \'tlluHt. Yet tnml(IJil httd to Pfl)' tMtl lll nn~ ~~~~u llflnw IN• 
nnd orht'r c•tu1rsr~ nu Lhe btudP of Jnnd nhu"8 nellrl .. dooo'·l• 01 .. 1 fl t)lt h11~1. • . " " .. l)r,.•wttl' ltr .. J. 

Woll youson,te bo·oofly. wbv thai wns the situation? 
Sot•o..,tnry \1 ICKARD. Well. dtLrin~r the fin<t World Wor ~riod 11 

Wrl,r •• ~g T l'ltRrf' here, n \·ery . rnpid ri~ in the prie. of farm ~n.­
tnodttt~ IUlCI nther oommodrties. Thel"<' wru~ n. rt~pid inerw · · 
t~e vain!' ~.t '":m commcxlities,_and a rapid incrta~ in •lllri~ ~~ 
'lllllf"S. \\ ath •! therr was an mcl"f'a~ m tax~ and 1n iMI'ti.Sf. • 
rl!a'l:"> of nil konds. Then, when the pri..s went down, lhcoe nho!: 
dod not if" down. but lhe farmers had to a!O!ume an indebled..,. 
ba""' upoo! the hi~th nluos. They hAd to pa~· olf the indebied­
on I he butJO of l11w ~alues and pnees. and tbot i• where tho troablt 
.,...,... Wh11 rtally haJ>pt'ned wns tiUJt th• fom~tnt. or lnondreds or 
thoto~.nd• of forme .... tr~ed to k..,p in the farming j!lme undtr oh<H 
eondotoon•. nnd hundrods of thousands of th•m did 1l<lt """'""­
!Jlrrefort. wt !••d f!'reelosures. We had n formol writinll off ol 
mdebtedn~. wtth faalu~ of one kind nr another, 'n11t w1111 JimJlh· 
flue to the (net thnt the ondebtedness wa• bal!ed on 1 hi~h !IC"Mif of 
•·nhoe~>. nnd tloat w•• the reason tloey eould not. st•y in busint'SS. 
Thr1• hood to ifO out of business. · 

Mr. ('~A\~·rom-.. Mr. Sect-etnry, are you fnmilinr enou,gh with cur­
rent Mhh~ltCM to 1('11 us wherher. or not. the tnrm mot1.,:t~tgc df'bt i.11 
now dl'Ciinintt at u. fa il·Jy rnpid rnte, or· is it r is ingf 

&'trelao·.1• W!CKARo. T cannot ~rive you the 11100\l o..,.ent fl!l'u'e!!. For 
month8 bock the for!'lei'S were psyin.e oft" their indebtednt'S. •nd ·~ 
round chnt to be p~lrtJCUittrly tnu~ in connection with the Fftnll Securit\' 
Administ,.l inn'~ activities. Someone told 1ne the othtr day that thoR 
people. or I he eloenls who ow• 1he rehabilitation loans. ore povin~t 1htm 
oil' Iuter than t\~r before. I belie.-e that the collection• .~ nonning 
three ~r four I imes hi.eher thon they were 2 or 8 years •J!O· Howem'. 
I here IS *""" evideo~<e of inquirieS being made for the p<Jr<ha..'" of 
f&M)l!. Peonle are asking if Ibis is a j!OO(I1ime 10 <OOJe into tbe fann 
bu!lllHII. :rhe~· are askin.e. "Do .-ou think this would be a ~ rimo 
''? ooy a p~ of land!" Then the priees or land .eo up. Wben obey 
bod on the land the •·alue of the land JtOOS up, the a~ nluo~ion 
~ '\P· and you malce o ""'"1!'1!11 on the ba."s of that ho.Jrh nluouon. 
That .•• where lhe I rouble bej!'ini That is u.., way trou61e began 1be 
lo~ tome; and 1f I hot keeps up it will de1·elop eooner or loter. 

Mr. c. • ..._o. Within the l;st 10 days or 2 weeb 110me Ne•· York 
papers, tl•e Woo II Street Journal in psrticular, hue been nonnin.ei!OIIl• 

PRIC&·OONTBOL BltL 1909 

inten&ting front·page or .....,o>d·page <ohunllll of u1011er on this 
«11 q...Oon 1 1hink you will find that they han sent inquiriN oul 
f6l' ghoUl .he eounlry particulorly in the Centro! w ... , oo banktr1 
~b<l!inessmen geo~ly, ~ng wbal ia !•lril~g plaot on tho rurrenl 

rket or what tloe cu~nt mark« quoto.hollti on farmlands ore. ln 
~,,..,·ion wilh this subject 1 want to ask this question: I n your 
"'inion what ore fumero liko!f to do during the next 6 or 12 months! 
~fill tb~y use their incrcaeod moome to materially reduce their mort-

debt or are they likely to buy mor;, land because of the advonce 
~gerices.'or are they likely to <onsider .sell.ing.U•eir Ianda ~h•tthey 
hi\~ carried for years for the purpo91l of hquodatmg all of 1heor preoeu~ 
indebte<lnesti of eveo·y kind, and going out of busiuesat 

s.<reoary WICK• •"· 1 think the•·e would be a lill ie of ,..mng. 
That is n1y O\\' H penson•l opinion. As you know, genually Jq:>cuking, 
tht\' lut\"e fatrms not only at a business, but as bo1~. ~nd they do not 
like to .eU tht ir farms any n10re than other people hb lo oell their 
b<>ftltS . , ... though they wish to liquidate rheir mdehledneea. A• to 
..-hK~r they arf!, ,zoiug to use th~ir. increased income. in buying mort 
laud or will u,. 11 to l"'j oft" theor mdebtedne8!, perhaps "~11 dtptntl 
opon how things go. I this infla1ional spiral J!Of_S goiolj!, I ·~ 
that they ,..ill do what tht,Y d!d ~urin~r t~ lasl World War pe~. "hen..,. roil!ed the other on boddm~r on !?'"""" of land. They bid It 
op aod bou~tlll it. in doe hope of .. lling 11 when the priee """t up. 
I SIEpe<'l tlool may hap\>tn aj!lin when tloe inflationary spinl take! 
ploc<, if it does. I m1g 1t ada that I do 1101 know what ohe JX1pen 
show. . 

Mr. c-.._,w,oRD. They show thi.t~, tl1at there is a n:eruendot~y Ill· 
creased intere81 in the ac<luifl:ition of land. w1tb the pneeft mo\'lll.ft UJ,.. 
w-an:l. Of cou~ there would be an increase in the (lrk'f'S of hnn 
products, •nd lnnd prict'~ will be much higher. I am told by on•~t'"ui> 
th11t the:y luwe 81!111 nwn to tho Central \Vest with nutho•·1ty to 
I>Ur<hnse $000 000 wort h of furms. They do not tell thrm to ref eo· tho 
matter back u; the.m but to $[0 nhead tmd buy the farms with ns much 
care and considerati~n a& poMible. They are told ~o get 1he lnrKI. • 

Sec1-etnry \VtOKAKD. ' Ve have run into some e.''Jdence tl.1at that ts 
h•PI><ning. nnd that i• why the Government. Fann Credot <"lied " 
-ling of the people in the country w ulk thmp over. I uno of I he 
opinion thai it would be o good th!ng for us to. got togel~r 11><l,talk 
thi~ o.-er in order to prevent thoo eort of thuog ~umng .. 1 here 
ha.~ been some txidt.nce that the mo,•tment WILl starting. and ~t could 
go npidlv. Tbo&e movtmt.n11 pthf.r momentum unless there lA ~·teo­
thin!( to Cheek them. I am eon<enlell about iL I ban hod nltdmgs 
wi1h fann IHdenl from enry State, and have SIJI'S.'tSled thai this 
"ould be a good time to pay oil' farm indebted,... nther than to 
tX)>I.nd. •nd not 10 gel into tloe plaee where tbev ,...,.. before. 

)Jr. DEWEY. u I he Federal Land Bank o;ystein still operotingl 
Secretory WocuKO. Yes, air. 
~lr. Dr.wET. Arn I hey inrreasin~r their loans!. 
!'ec:rNary \VIcK.um. 'l)o you Jnf'ltn the l 1Aiuattonst 
Mr. D~:wn. I mean the loans through the Fedenlloond ·honk.•~·•teon. 
~rehtrv \VICKAMn. T do nnt. know that t1wre hns befn 1u1 mcrt~tfiC 

in their Rtth·iti~ nnd T do nnt kno"' that there hRs been '"'Y 1lMf • 
lirulnr decrettae. _, 
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Mr. Dswu. That ;. where 1 t.biDk • 
purehuo o f. farms ..,...... fran. I lmow ~t ~L of the. <redit for 
wu wondtnng whether they were etiU ;, ~- 1,... tune, and 1 

Mr. B.ow10. The land baDka are pl'IICitioall • eoeti<>n. 'I out of buai,_ in 011 
Mr. Dswu. In 11128 when there wu a b' · 

..-ith u,. inlermediat6' credit banb, joilt~ra!_a~wardt, it>~Artod 
forth. """' benb, and ., 

Secret6ry WJCJUao. I am sure that 80 far the 
Fum Credit Administration ia able to do "" :be 80••mor of tho 
6!tcy aa that to be cheelced. I know that jh · "f want ""ch o tend· 
~·on ~mong the .lenders of mone.,, and that there~• a lot of competi­
'' eG81er. to jpt mtereat rates reduoed. u weed rrowers are finding 
snme Uung will happen again. A man will 80 ° '!f wawh oot, th11 
~0 to buy • p ieoe of land • and he will 6 ;{• wbodant to bo""" 
lend it to bim. ' " tome Y who will 

Mr. Dawn-. Ia thue any coordinati • 
connection with t.hings like tbatt 011 

or COOpt1'11llon with yoo in 
Secretary WJCJU.JtD. Yes, sir. 

th!!i· Down. The chairman of the Federal Farm Lo.n Board doro 

Secretary WICIIAJID. y..., sir. he • • h 
apolte of. Moot. of the people ~ ;: th:J arge .of the meeti"«! 1 
"!'dfr!Jtand.ing of it, we can worlr it out t.,....:;'!'-t t fdwa h .. e a biic.r 
11tuatJon like that wa had before froiD .... - •. r an p..._t anotlw 
among the people in the porch.,. of land. artllng, With eompotitioo 

Mr. Dl:wZT. Of oourse, every t' Mll 1 
buv it. l t would be better if tbe~Jr~tr t~ arm aomebody mu• 

Secretary Wrcuao. I think I th'nk mortgagea. 
po!Jition to stand the shock th:;:'·,.ill ..:.,., \h~y wo1uld1 be In a bolter 
not. be ony f!l•ocks if we can . .• er. 10pe there will 
mflntion, f think it will be ve prevj1t mllollon. If we ean,ln-.venl 
be ~ busineeo sen88 to ,.... rvt.he'!"'"6 · I~ eee1 hma to me tltat tt •·ould • (, e..... •r nanc1n otl8e3 in o·'e " r. •II'J'ORI). Mr. SecJ•eta I th' k ru ~now. 
• little further thtm thttt. l' thin~ I Mhr. dCr~wford's qum•n118 wtnl 
control would 'be necea.a I · •e 8 . m mmd that monetar1 
iotlolionary period price;'·, w;:rt to r:<'mmd you th•t In lhe other 
Lres8. When I Ant eame ;-u;- n me~t•oned •• the eau .. of the dis­
Jlric:eo were not evtn men 'i Congress, m_l92t, whtn. the trouble come, 
of money control. It ,..,: J:t:s f"c~c"'mtg 1t, but 1t W11l !he matttt 
so much mone ; th · al • • o money. Now, 1f .,... bA .. 
not. 118 import!~: 

118 
~;J: 

6 
"'!a matter of 100netary con~rol, and i• it 

-or "'~" more eot After tbe""'lr~ .an~mg else !!tat ts au~ed. 
was n~ntioned 1be f '!I mtfationory per1od, MChn>~ el!t 
of pri-, but 0~ acoou :nne, rbd,lad nkot complain that it wu on attOUJit 

Secreta ·w 0 0 t • c of money. 
.. If and Jan '-"d~"!'- I rerntmbor it very weU. I wu a fanner mJ· 
on hand when :he';;!;' farmer. if I had livestOC'k and ocher thinj!l 
difficult Th m sta":ted to drop ou~ I would be in .. ,..,.,, 
-deOotio~· 1 d~re .:•kn complamt that it ,..,.. hecauto of a too rapid 
-enti,...l due tn h ow whe~her the diftieulty of the "'""'rs....,. 
thnt ti~e h•d ,010~1 ~1 · tThde po_hcy of _the Fede!" l R!!tn-6 J:!oord at 

11 "!! o o w1th putting them m a bed predu:on>enl. 

PlliCJI~II'HOL BILL 1911 

Of t<Ml"" the farmers WOGid_ha..,liked to- the prices stay up anUJ 
t~oor oould get through the dillloulty. 

)lr. JlaOWl<. The , ........,.. wue Called on to pay their debt& all at 

"';:e,.tary WKl1lAD. I agree that there waa a too drutic delooot. 
llr. G•riooo. It wu ~he ""!"l!laint that that wu the-· They 

did not soy that tl•e pncea dtd 1L 
5«re111ry \VJCJW!D. The Federal Retoen-e Board would not be in a 

posilion to drive pri- down if they had not. been"" high. 
Mr. Grrr...,. W ith the action of tho Federal Reeerve Board the 

rices """"""'rily fell . T hey 'lftrt forned to do it. ' 
P S..retary W10KAllll. lL wu a combination of tho two. 

~lr. GrJ'P<)8Jl. Wl1at we are gotting at is the nec<lt!Sity for monetary 
control. • 

Mr. CuWI'CIID. On thot ume point, some flguros come to my aUOl1· 
oion this mon1ing ITom tho Comptroller of the Currency which show 
dtmood depooito, depoeits o f corporations, individuals, and eo forthJ 
as of the latest determination date for aU the b&nke in the eountry. 1 
belie\'0 thAt was June 110, 1041, and the figures showed a little over 
$30,(00,1l00,0(JQ. 

Soemary WJCXAIID. R ow much was that! ..,...-
~fr. (:u- $36.000,000,000. Tho eireuJatioii otAttment ohoWI a 

little orer $9.000.000.000 in cunency and coin, making a total in ..... 
of$14,000,000,000, rep.-nting the monetary stock at the lDCJillOlll,. 

On page 1898 of t bMe hear1nga you will fied this statement by Dr. 
Fisher: 

l t1t0nw ~locHs ~ tb1• pfOC'fU. bel~ll tbe ratio of moDt.J ID«~D• to 
IIICIIl'1 rolur:Dt. and la atmolt alwara about 3.1 to L ThiJ lmf'UH tbll It n ftl 
lbe \'01ume (lf tn0nf'7 It at\OOO.()OOJ)OO 'llrt! tbertb1 4J: tb• moot1 loco!W It abo\ll 
3.1 t.i.met lb•f. or $93.000.000.000. 

Then, at I he bottom of tho page, he sho\\'ll the ratioo from t£09 
through to 1939, where it it shown to be at alm""t the e'"ct av•ra~ 
of about 3 to 1. 1'hen

1 
beginning in lOSt, und runninJlthrough 1932 

and up to 1941, inchuuvo, at is f'rom 2.1 up to 2.7, or an twarege. of 
about 2.6. Now, our prc&ent national income is running betwt.otn 
$95,000,000,000 and $100 000,000,000. I am p<lrlieulnr intere&ted in 
this becnu,. the $44,000,000,000 now available will move rapidly to· 
ward• $60,000,000,000 or $70,000,000,000. Then, if w• procoed with 
tho sale of th..., ne11• oeeuritiee which the Trusury wiU hue to dirpoee 
~f for the pu,.,.., of financing the dofenoe program, you can ooe where 
1t •!11 ~tl•~ Pe.reonally, I cfo not see any way or bow we can ltall'gtr 
the 1n6auona.ry movement, unl- we move into a bl'Oilder field. 1 do 
not want to taJm up the time of the committee to disalss that now. 
A~ this point, I think ~Ji• Sumner wan~J< to as!< you~ queotio~. 

• ~ 8U»>CJ:L On tho point about the comparlliOII Wlth tbe OJ.tua· 
!•on ~n the World War, the lltatement bas been made I!OTtral umee 
lD th1s committee tbat you did not want to have the fannero ha ve the 
arne_thing happen aa hiJ?pened after the last war. You attributed 
the dU!l....,. to ilie high pr1...._ 

Whv is that singularly the cawoe of the farmoro' diltret~~l ,,. 
other Industries have bigb priOH. Is it affecting them similarly! 
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$e<retary WtCJUD. I shall try to~ 111M 1 · 
rooming that what usually bappena when u..t. ..:..U ttailod !hit 
io that c.hey ahut ~ir dooM!, wbereu farmers b!.,. to ~-""!"!J 

KiM Slllii<DL Would you ay that in ~ oituatioD of J:: ~. 
War, that that wu caW!Od by the hiab ""-1 In other., Worlcl 
it not becantoe the farmtrl wereexpan<ledl la not that lh6 .:.fo wu 

Secretary WJCJWII). Then lhtrS woa ~c, · _ , 
is ~noouragt111tnt now, that Mr. Crawford cola ua abo.!~ ulhore 
mo"lland. Thera. wu onoo~gement to incur indebtodneeo, ~':' 
wao ancurr&d at a htgh valuattOn. 

1~ 
. Mi• SowN~. Would you say that at that time they had inftar 
"' the 1020 perand I •on, 

Secretary WtOKAID. Yee. 
l1i111 Scnoaa. Did eity money go into farms u much then u com 

pared with today! ' · 
Secretary Wt01tAm. It was added to the competitive lleld 
MiM Sox11a. Have you any figures showing lh6 tJW.toi thalf 
Secrttary Wacaum. The estent to which the 111006)' ...at in-no, 1 

do not. I n Indiana we did not have the utr&me tnftation in land 
.. ,.,.. which we bad in Iowa or aome of ~ other Statoo. So 1111 Clb­
toerYation would be thotcbere was 801ll8W>dtnq on the part of thO cit)' 
people to in•eot fundx in land .,.,...,.. 

Mial Sox~<a. You ban no Go\"UilJJWlt~y showing that! 
Secretary Wtt:JWID. No; we have not. I heard that q.-ion Mbcl 

during th.e oonftrtnce I rtfen-ed to a..-hile ago, whtrt Ill<& are taldJII 
piiUlO bocauoe the city people ha-re invMt.ed money. 

MiM Sowlfa. Have you madt a Government lUrvey to dtttnJline 
bow much of tho situation is hued on that! 
~retary WaCKAxo. There oeems to be a disaaTeem~nt on that. 
Jlltso Sox~<u. You do not have any inve~~tigation made on tllat I 
Secretary WJCIL\RD. No. 
1\iiM SllWNEI. We all hnl•e different views on that, doptnding on 

the loeoJity from which we come. 
Secretory WtOIWID. Certainly. 
Mi!18 517><1<.,.. In my State oll of our banks hue a place for city 

money. They can get all the money they neM to buy u many fannl 
"" are available. Til other words, the)' have a eurplua of citt money 
to be uud in buyinll farms. But the farmtr~ are not buying the land. 
Th- pri~ are gotng up to ~ven a g<Mter extent than in tho W'\"ld 
W~r, caU81ng the same aatuanon you di!OCribed, bot w"' ""'no hiP 
pncta on prOd lid& Wh. at are we going to do about that 1 

I n otbu words, you have the tbiiag that hu cauoed bpr pri<d. 
and that ~causing high taxes, bot we do not have hip& J>!i<-.for 
f"'!" P"'!<'Ud& We have high pri- for land, eauoing bagb ~ 
wbach wtll cautoe the eoonolliJc ruin of the farmtr if tbooo are tht 
tbinga that cause economic ruin bot without the .,;,neurrtnt circum· 
otonce of high l?rioeo for farm OO:,.nditiflS. 

Secretary "tQKAID. h your question why city people want to but 
that Iandi Are you asking me why city people want to buy fann Iandi 

?tfua,S11111<;r.a!. No ; I know that. They bave been buyin_g it for,-

k
yeare, 111 anllcapallon of the inRation cau!!ed by spendmg. \\o all 
now that. 
I am soy_i~g that wher.e•s you said that in the lost war high pri:; · 

of oommndalle~~ started high prices of farm land and, thorefo..,, cau 
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'""' c.- and broiJCbt " jnetJce of ~ farmer, .... .... pUiac 
iJIBatioo todaywl>icb ea.- biab land nt .... and high tu~ and ,... 
-rill bavethe-.f!11D today, &at -..do DOt haft the - higb lanD 
...-for C()IDIDOdit-rSe<rttary Wt('LUI>. I do not think ~will ba.,. a peat ;...,.. 
• Jan<! valuoe until you ba~ J>ri~ go!ng up. I think what you ll.tt 
~g about ia the _oompotative 11~uauon _for money. But I do not 
cbinl< you can run prt- up much haghtr wtthout aome mon ~ 
in farm _prioM. . . MU;s So><J<D. I only know my own diatriet very well, and I am 
tatnili•r with that diotri<t beeautoe I wu a county judge theM!, and 
btfore tb•t I did a lot of inhtritance and estAte-tax worli, ao I bad to 
k,.P statistics in my office about land sales. 

fn 193G you could jltt your land appraioed for inheritance-tax pur­
JlO'OS for $tl(l. But withm n couple of yeoro after that )'00 could not" 
II"' it for le!ill than $100. 'foday tlaero are sales all around there wbe"' 
11 

would coot $200, nnd the general price is around $160. In other 
..-ords ther& has betn a rill& of $100 an aer• in some pl.- At the 
some time the banks tell me they have plenty of city money anilablo 
.-ithoutanybndy who will eel I at r. price. 

Secretary Wtcum. 1 will aay thia, that i1 it is oood Dlinois land 
as it is in that diotritt, $60 or $60 was too low. It rollected 10111e of tho 
di;:asttr iu the twtnli .. ond early lhirtieo. 

Mi!s SmL,..._ It rtll~ forod08llrtll in 1932, 1933, and 19M. 
St<fttary Wt01tAIJ'I. '!11~ hu betn a world-widt impravt10tnt in 

the agricultural oituation, in pri- and in fann income during tho 
la!;t 3 or 4 yeara, and I IUp.- it is pcaaible that people have a liulo 
~ oontldence than they bad 6, e, or 1 years ago in the abilitioo of 
the fanns to pay thm own way and a lot of people are putting 
mooey into th~m with the hope c\,;t they will pay their own way. 

Miso S0>111a . So {ar u that oiwation .ia oo"""rned, in the 1m 
World Wu people hilt that now wa ara going to havo high prieot 
from now on. They h"d no ~rience. Thty expanded and f.X· 
pe<:ted that the war would be quite long. 

No"", they do not have what they had in the World War, and they 
have tile ltndero' P"""'""' to poy their debt& 

AI,.,, they bave this fOtling about inftntioo, 01yinp; that they are 
going to hold on to their land; and al&o they feel that, due to the 
stattments thev have read in the papara, that thtre will not be any 
underoupply o~ gr•in ond that, therefore, prices will not go up vtry 
mueh. Is that _genonl I 

Secretary Wi01UW>. I think it is prettv much among farm...., bot 
it may not be lllOOIIg uninformed eity peoplt. 

MiSs S0111m1. I do not toee any t•ndeney among f•nntn to boy 
IIIOle land, but I- a ttnd•ney to stll lood. h not that true! . 

Secretary WIQU.III. l do not think there i&oomporatiTtly.-lnng, 
mach of a ttndtuey for fo~ra to r6lcb out afltr land at tbit tima 
as chore was durinc the World War. I think the factora you have 
listed aeoooiJit for that. I would agrae ..-ith that. 

Mil!l!l SU>L'<D. H .. e ~-01, the figures of the farm dtbt in tba World 
Waruoompar&d with lha &gtliWofthe farm debt today! . 

Seczolary Wt01<Am. I dO not bA-.e tlwn at band, but I '"II ba 
glad to put them in the "'CC>rd. 

Mi .. 81l1<NU. I will b6 glad to ba•e you do that. 
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Mr. c...-. Air. 8 lll&rJ. J08 :-- - _,... ••. • 
cannot ogn>6 with. Bora ia what it doela - 1 

A. ... pr_,j to fb pri- aDd ~ .. ' di • 
of tb6 finn opiDioll th.t .. wiU ~ ... tloo .....u.ct ,.., I .., 
fint to corporate lii!CUritifto aDd tbe11 to !aDd. or to th,.. ~ 
oin1ult.aneowlly. -. 

Secretory WxoKABD. If we fb P.ricelf 
Mr. eu- If we fb a oeilirg on ~- In othor ,......_ 

think we ore conoid~ a ,....,. that. ultlaw.Jy wiU bri··~ 
one of the wilclrst inllalionary IM= nat ia eorporu1 ona . 
IM>Cllrities and lands that we ha .. eYer - iD tJiis «lUotry equity 

Socntary W<CIU.IID. Whyf . 
. Mr. Cu~ Beca111e wa IN IOiDc to limit tho lltld of opm. 

uons, rftltric:t tbe 6eld. 
s~a.,. wl(lLUI>. I -
Mr. CUWTOIID. That is No. I. No. II ;. that wo ba.,.. a10b on liD 

believcable eoun:e of liquid lunda iD tbe fonn of ourrene1 ond 
dtmond deposita that we hno to ~rate immediotdr. No. a: We 
lre goong to mcreiiJie thll6e fllnda )Wit as oure u we hve nut of thit 
bill, without the immediate tnaotment of 110111ething to estrcllMI 000• 

tro! o"e~ th ... monetary and credit forces which Odd 10 mattriou1 
to on!latoon. 

I believe, u Secretary of ~iculture, JOU are tiDa to 6nd o ... ,.... 
on IMpart of nC>IlfanOtr indirid.W. or the llpeO'ILtillf public, whal.­
•ver you wont to .,.~ it, mo .. inj! into the o........mp o. /~--:.. 11 r..t 
aa !My can &bake the actual farm operotor &ora oWDfriiiUp. 

I feel it .-ery lt<enl_y hecouae I ba,..had nliablainformatioo ohowU.. 
t.bat t.llinj!S are mo'nftjl in that dinnioa. 

Ooinp; to the top of pogo 4 of your atoteam~t, yoa make on o1.rra. 
t\oo ~ith reference to th6 swift and brief price rise and the liJl&trilljf 
r1te 1n costa. 

Roughly whRt is the advance in the price of farm eotnmodititl 11 
l-am pared to tho low point of la:l2 and 11183, whichever wasthelowtlltl 
Do you rtenll that, rou~hlyf 

sec.ret:ory WICU~~D. N<lf. quite double. 
Mr. Cu-. Two bundled percentf 
Secretary Wlx:xwm. Yea ; a l(l().perc:ent ib~ or not qllite !hot; 

8011>0 plaoe ,_ lllat. 
Mr. BlOW!<. Was that on farm pr-oducts or fum priceol 
Seczetary WIOILWI. Farm price.. 
Mr. cu- You b ... e not &lly oppoeitioo wbataoevtr to lha 

iatr-taa Ill farm prica whkb h ... e occ..m.l up to date, i-far II llD 
inflationary movement is ~l"MC! f 

Secretary WlCJLUID. No, air. I think the pricea of nearly all of 
tl,_ CO'!omoditits .are now ab:ottt on a parity 1eftl. a level ."" haft 
been lryonp; to acl:neve for quote a long while. I do not th10k thoy 
are out of- line. There might be a vary few, but I do not think 
tha~ aituntion should last ao long. 

Mr. CKA WPOIID. Goinj! to the ·fourth paragraph on peg& f of yo•• 
atatemont you say that, "The ,_,t increues iD far111 prioeo ~'" 
been unusually rapid, but J want to mab it plain that in my opin1oo 
they are not yet ont of lint. n · 

Whtn you say "not .ret out of Jiae, n do you mea.o to pr that to 
the propceition of tho 1nftationary m....._u In oCher warda, ,.,. 
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c1o no& feel they II!',.. ~ _- of be u!MJ .,. cl.ribed, a-&r 
• tho probl..., of 111llal.iclo • ~ •• ~I 

,s.cr.tory WlCL\ID. No; 1 thiak I 111tooacled to a)' ~ out 
f line with other commoditiee, but I think on the oihor han<l the 

0 ..sent price ]fvele do not'tend wward unwarranted infiatioo i1 thoy 
~0 not. keep on aoing up. ~ is ~ lendeocy which giveo .,. """"' 
coo><""'· At ''"'"'"t volueo tt ~ to me they are pretty decent 
,.rt of valu.., fro1n that .t.andpo10t.. 
llr ()IAwi'OJID. 1 tnlpbuile ~ queat:io01 becauae of the Brooit­
~ ;.~rt and the many oommenta and editoriala that have been 
,..ha!od 1n connection therewith. Incidentally, I diaagroe with tho 
Broolrings repor1. . . • 

)fr D•wn-· Mn 1 oak a q-at l.bia po111t I 
y; ea..- ~rWnty. llr: ~>r:wn. Do you ail!•~ to. tbe !1120 aft...,. .. Ttpreaooting 

1oo as being pretty eound for this mtuatH>n, becauM we - to ban 
lhtown them out of 1M windo..- and only are thin kine of the Auguot 
1~ figure aa being the level at which we mull.llgu.re o•OI"}'IiliJ1j!.~ 

Secretary WlC:XUI>. I would rather mob u110 of the 18iG-HleveJ. 
~usetha~ level is the low! 1111. up by I& '!f. I thillk if you l!"t too many 
Je~'Ols you get too R\Uoh .oonfu~qn. · 

Mr. DI!WET. Wo have tied parity itaelf to .ll• ;m avtragl!ll with 
which we have wofked for 8 Y""!!'J &lid "• are JUmponll to Augullt 1938. 

SeoTttary WJC:S.AD. I &Ill tallring abou~ 1anu pri-, ana I would 
lie to molte my compa......,. from there. 

llr. Boowx. Mr. Dewt7 ooloed you aboot 18!18, and that ia with 
refmnc:e to the four beaic ~ and if you talco cottoo and wheat 
for ohooe 10 yoora froG> 1019 to 1G'l91 the a•e.....- of 11120 would be 
$1.31i! a bushel for wheat and the avenge for oottoo would be 2L6, and· 
for rom about the arne thing. You refer to aU agricultural coauDodi· 
rioo, and the thrte boaic commoditite are cottou, com, and wheat. 

St<relary WxCll: .. o. Yea. 
Mr. B110wx. I tbiol< the question Mr. Dowey al!kod you wu, Ia it 

fair to take )>41rity &xed in 1D89 I 
Sooretary Wunuo. What 1 was ~ryinp; to aay wao thl., that 1 want 

"'stay with 0110 comparil!<m, and Iince 1910-lf io in tl•Jaw for II)OIIt 

of theSe oommodit:iee, 1 want to uae that aa a period on whith to make 
my 00111pariaon. 

Mr. WJLU•Ma. It - to me you are tolking about two dill'or· 
tilt thi"89- You are tallting &boot tho puity bUo period, and the 
l9'l6 fe,-eJ is tho fall eocnmodit)' P!'ee level wbith boa been toltto 
"* the baao. That ia an entilely difrerent thinl!. 

Mr. ea..- I want to aoi this qutetion, for the beoofi.t of my 
friend. ~lr. B10wt1. · 

In the Oetober 1 iaaue of the Agricultural Situation, on page ~ It 
•hews the )>41rity price for September 1937 on cotton, 16.7. 

Now, the Augullt 1941 Ap;rioultural Situation, on page 3. •bo.ws 
ohe cotton parity prioo of July 1941, aa 1M9. Ao to lho !"l•bve 
Pro,.. on manufactured thing& which the forme111 buy, ta~mg tb6 
figure on the Iaiit date u compued with whal they were m 1937. 
that would bring the parity prioe on cotton to almost tho~ eallCl 
figure. ls that the oituationt • 

S..:retary WoaAaD. Y•; that must be true. 

' 
I 

I 
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Kr. ea.-. That - to me lio be ebeoluttl 1 
Jw not boon uy real material ad•....., in U,. pr;.. !f =• :f lilt.. 
lll'tie* wbidl a f...-r 0011. wbicb -..a into ~ -• 1<1'!"<1 
betw .. n 1937 ud 19fl1 it_,. to me we hava certaint1 -'="'"' 
a t~endous COIIUI>Otion hen about intation whftt 10 letr "P 
Nid nothing abopt it whateoe•er. , , "' 

If the calculatioM are oorrect, ·~~ I do 'not question lhtm 1 
not understand why tho«e two pa~1t1eo come so clooely to~~ttl~tr tan. 
let~~ we ore concerned about a pr1oe advance now much more ~~·· 
we were in 1936 and 1937. o 

S..retary Wrcv.•o. Of eoo~, I think it is the tendenoy 1o 
and the factors are here now that we did nut have in 11137 lor r ~ 
riao,and they~ wru!tdown.aftu 11137. Now they areoomin«upapi 
and the~~~~ thmgs wh1ch w~ referred lo awhile OJ!O •h.:~-::i 
keep pnces JtOI!'S,t up, sueb u the1""reaaed pay rolh and ·tho; 
amount of fundS available. 

Mr. c.,.....,..,. In 1937 we did become so much dioturbtd at,_ 
the administration did, that thej' ordered an increase in t~- ,.. 
..,.,.~ a very drastio increa~~e. They put the brakes on Governmeot 
spendmg, and they look so man)' ateps that Mr. Henderaon bftan to 
predict a great slump, which inc1dentally ooourred. 

But in this case, instead of doing thoee very things, people oome do,.,. 
here and ask for a sweeping control to be given to an adminiSirater 
over the indusll'y of this country. 

I simply bring that out beenue& to me it is very pertinent to tJtio 
bill. and to what we are leoving out of tbe bill and the f~ wo.,. 
entirtly overlooking, the took m this aroenaJ for the pre\'tntioo ol 
inflation that we uied before and whicb we ora not now appo-'1 
willing to use. I do not quite go!tlhe approach. 

Mifl! Sov,.:EL I think I !mOw a way by which you oould pn!Telll a 
lot of inllation. It is not only from the point of view of my dittrict, 
but I think it must be g<~n~ral. 

When I wa.s home """'ntly I talked with a pen10n who hod a mon. 
ll''l!" on his farm, and he Mid he had some Federal land·bonk mon. 
gageo~ •nd lle also had eomo in•uranoo-compaqy mortgagee, and be 
811iil1 "If p.-ices rise the thing for mo to do is to pay oft' the principal.• 
And T gt~ther from I> is statement that that feeling is ~nero! I that tiM 
formers would like to pay o ft' their debts. H e •yo, T woo d lib to 
pay oft' my debts, but I am prevented by the people to whom I .... 
money, because of the protri.&lon in the mo~ my ineura~; 
pony mortgage, by wh1ch I can pay eo mutb a year on my pnnc•pol. 

Have you gi<t'n any considnation to thatf Tt ~ to me..,. ol 
the moet important things we can do il prices ~o n~i!!'"Yt.!':~ 
not)~ risen in my part of the oountry on basK: eommocht 
they do tie& to that {'Oint do you not think it would be woll for !1t 
f!!tM to pass some kind .;f a ,.,.. permitting contnds to bo aet ..... 
1f men tan pav the principal on their debtet , • 

Secretary W1CJ<Ano. I do not want to bring up again a contt•tutiooal 
queetion. . 

Mii!S So>rs••· That iR not a constitutional question, bcloau!O thai 
onlv applies to contn~ct lawo in the Sta""'- • 

1 
'Ill tion ol 

There is nothing to prevent CongrM& from passmg •g> a 
that type. 
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5«Jtilr'J WJCIUm. The objective is all riRbt. We are doinornwy· 
hi we co.n to encollng<! farmers to pay off indtbttd-, and I wish 
1 ngbod who h•ld 8UCh mo~ were giving tho farmtrs that 
eve~rtu1,1'1y. We ore ent'Qnn•gmg .th~ pooplo mtder the Farm Seeu· 
~~ Adntiuist rMtion to pay oft' the.tr mdebttdnet~ 18 fer as we CAn. 
II' bo<e direct control there. lliss Smt>ml. •rh~re are certain big io&urance eom.JI&'?its that hl\"e 
uemendou~ volume of mort~ throughout U10 Uftlled Statea which 
~ o<1l permit you to pay more than .a otrta1n amount ~· the pnn· 
·pat in an• l(i•~ 'ftM· If a farmer 11 able to pay o~ h10 mort~N!"" 
~.....,. 10 'me it is ~ry important that he flhould bo g~nn that ri¢u. 
Do vou n« ajli'Oe w1th that! . 

sP.:mary WtCJ<•ao. Yet!~; I think 80. 
Hi"' SIDIIICI. Do you not think tha policy should be to make them 

perate to take what &teps they can to he:J' the farmtrf 
0 

Secretary WtCJ<Aitl>. I thinlf that woul boa l~udab!ell~p. 
Miss Smn<D. Have you f!'IVOO that any conSideration m your 0. 

plrtment I . •· · h ' h 
Secretary WrcKARO. No; exceJ?l w~ bad th11 con •• rence m" 10 we 

11.lked to th- ~pie about paymg ttoll. 
MillS Smo<m. Oid the)' bring up the rint about""'"" fiU'IDOl'S not 

being able to pay off tht~r iodebtednelll 
Sec-relary WtCIL\IID. No; I had not heord that. A lot of theeemort· 

~aft: •Titlen 10 you can pay at. any ante.J"fft date. . b 
- )!illS Smora. On one aide you have a lti'OUP of fumtrs w o are 
"'r'! much ,;live to wha~ happened in the lut war, and. tbey do oo< 
want that to happen again. They do n~ want to be ~~ any pool· 
nr dep,....ion and be m tha same mtuatlon they were m baf':ft._ 

y 00 ai!IO have theee inmrance compuies who do not wut 
lion and they a.re trying to prevent the farmers who artl able 1o do 
so t~ pay oft' their debt.&. b h · 

Mr. Dr.wtrr. Why not lot them buy defeniMl hondo ond ave I .,. 

sa•ings at tlle IIAJIIO timet d d 
Miss S0>110'Jt. Tho,v get 1 or 2 percent on defenoe bon ~. an on 

their mortgn~ they have to pay 6 or 6 perctnt- k bout . ore 
Secretary WI(:IUIID. I think this tendency you spsa • . II m 

due to tho high rate of intera6L which they want to keep m elect 
.. long ... JM*ibl~. 

Mi!1i SUl<•'D. If I have a farm and want to eha~ my ~,: 
to the Federal land bank, having gotten myloen ~j,!j' b:: that 
...,pany, and want to change the mortgag<l to 1 • _, 1 l

and 
does busi110011 in my community, I cannot ''"""'~.r to a F ... era 
bank and have the advantag<l of a low rate of lft~e.mt; b rt-

S..retary WrClltARD. I expect il that is the proviSIOn 1n t e mo 
1;111(11 contract, you will have to abide by the contract. 

Mr. C.•wrono. Mr. ~N>Inry, goin~t bnck tc• your Ktatement on 'J:'I!" 
4, you any that "Only within the past month or two hAS the pure ... 
in« pow•r approached the parity le•·el." h 

I want to ask vou this qut'Slion: Do ycu m••n ~o .. ~ by that-~~ 
theso pri<eo standing at parity are not a part ofan mllallonary BP1 

Yoo take that ooeilion. do rou not! 
S.. .. tary Wtcx..- What I was sayinlt the,..__. 
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Mr. ea..- Lot IMUIU J011 wfi,Y I .. thlaq-· 
are goiDK to have quite a &Pt on th~a biU u betWeen ~'!:-~,think.._ 
labor, &lid if :roo can, I wooifd lib JOII to •1 to me ..,.. -tu~ llld 
what your poeition ;., u to wbec.boir or not u..t •• ;"' :""*~ 
: ~~l~i!:J.no hip tbaa parity t1oey do not...,-::..~ 

Do I make myiof1 cloert 
Secretary w1oua. The •-t a _..., &ben to indi 

at the preoont time ~ prieee !'re about on a J.-.1 with wha~ thot 
hay<~ to pay u tho pncoe for their produeia, o.ad !hey ba"" reacbedannoro 
potnt 110 we are only .at about the - nlat:ion;ohip 10 in 1910 to ~ 

Mr. ea..- Will :roo go eo far u to uym Mlclitice to .m.t 
haTe said that, therefore, yoa do DOl bolietoa thool.., long oolhoy,... 
within that raoge they contribute to an ineat:ioouy apiral t "'­

Secretary W1cum No· I think JOil may ha•o e"'Ytbinlr • 
to wh<>re you ~oul~ get in/.0 inllatice ema thouah tbiy .ru.11f:.L'iP 
the same relat1onslnp. -.. • 

Mr. ea..-. SO long u fann prices r<'main at parity do yOG 
!U• t~e position that oo far u tum prioeo are oonoomed inllatioo 
IS obvllltedl 

Secretary Wtcum N'o; farm pricoe mipt douhl. what they.,. 
and still~ at parity; or they might go to hiU what they .,.. and lliU 
hoat~ty. 

Mr. C BA WJORD. In other worda, we cannot take the position that 
vastly incr(lfl.ting of farm pricee do not oontrlbute to inftation u 
organized !abc~ hu tak~n tlio polit:iA>n, ul believe ti1eu reoordt will 
show, that tho mcreaso tn wo~ baa DOteootributod to infl&tlon. 

MilB So>II<I!IL 1M~ is right, but ~ ..., '"I'OIIJ• bocauae il ! '* u.. 
Cftase tho purclwing power throaf!b UJCrOUing ,..... obviously thOI 
is~~ to n .. o a Widency to cauae inftation. 

ary W1c:a.uo. Unl- _,. otn.. IK!oro are consickrod. If 
you have tbo product& they want to buy available for them to b01y, 
without aomo artificial rea90n1 

prietS may not be in.llated. 
Mr. C...wr-o.ou. May J ask tne '1.~ ill thia "''ay tort it el..,ln 

my mind. Would you say that rf farm priolle go up 26, M), or 100 
percent abcvo the pribe level, but at the same time I'SIIain at paritr, 
Chat that will bo a contributing factor to the io.llati<bry..t:l f 

Secretary WrCIUJID. I tbinli that then ...,QJd be ate 1 in that 
way. 

Mist 801ni'D. There are two waya in whieh you can haTe o eontri· 
bution to inflftlion : A ri88 in w.,.. •r contribute to inflation, or 1 

decreue in the production In that J)&l'ticUlar induetry, which •ould 
,v ... rise to an inereased d0111and; &hat .might contributo. to infta~ 
So there are two waya in which that caD c:ontribul<l to inftation, ond 
Iaber ....,.,.tly undertook to abow that ._.t w.,.. did not nioe the 
price of autoiDobilte. 

Mr. ~- At tho top of par 4, llr. Seerotary, you mab thio 
oboervatron : 

lnumoeb 11 attalniD&' perltJ ue been u.e obJeei.IY• cltd&tt!d bT CoraCftlll• 
•lrko1tural l~tllRIIon e1'tr elnea J$11& tbe rea.Uadoo ot tbll objeett.e. It_. 
to me. oaaht to be the. caue tor ltDf'NI .. t&.fKtloo.. 

Now after what you ha .. alrMdy indicated above aa the ri10 iB 
price level of fann commoditiN does oontributo to tho inftationary 

uuo 
apirol do you fool that " ehoald d~ that program in our efort 

10 
pre'ront or to d- from or IUbtnoet from the fo....., whicll brill( 

!hot about! . 
Secretary W•CLUD. You mean tho panty program! 
lkCIIA- y ... 
s..;reUIJ7 W1C1LUDo No; I do not think • • abould, and J do 1101 

•hink n ni!od to. • • • 
)lr. ('ItA,...,.,. W:ell, •.f 'We ~ to tho lltat~nt that panty ia 

!!Oing'to add to the mftahonary apiralf u you have stated before-­
e Secretory W1cu.o (interposing). did oot n-.ily say that· 
it deJl':ndS UJ>!>D where the P.r!ce leve! goeo, and that is w~t thia biU 
is cteoling wrth, one of tho !JUD«<'~ '" liUppoud to deal ••th. 

Mr. ()JtAwrom>. Y .. ; but 1f we ltick to that ltatement-­
Soeretary WrCILUID (interpoling). We can havo a prico len! for 

farm conunoditieo, and pricee conbnue to r<'main at parity without 
n-rily hiYing inllation. 

Mr. CJtAwrolll>. I am trying to pin tlrio down to agricultur<'. 
Secretory WrCKABD. Yea 
Mr. Cuw. roRD. If by sticking to pori~y, tho parity principle, tho 

parity formula, we move the pnee of agncultunl producte up 251 00, 
or 100 perunt,. along with otnu prieeo, thereby c:ontributiJlc to tho 
inl!ationory aptral, Shoold wo, u tho repreaontobno of agnculturo 
fon:es proP"'!" to forfeit the principle that contribute& to an inlb· 
tionary sprral, if it does that! 

Secretory W:CJ<ABI>. 1 do not think that would bo fair; 1 d~ not, 
think 80. ·r think it would nut the formers to an imme<hoto dos~d· 
vanta~ in comparison with Others. . . 

lfr. ea..- I do not think ao, but unl.,. oomebcdy else~ wolhng 
to take the steP. I do not know bow you can yet away from tL, unl .. 
OOIIlfhody io ,.,u~ng to take the step first. 

Mr. Mn.u. May I interpooe tba q.-i<lll I 
Mr. C'>oA .. ....,..,. Y OS. 
Mr. Mn.u. I wonder Mr. Secretary, if in this di~ion we are 

not failin~t to dist~ieh botwoon normalcy nn~ inftatronl YO)l aay 
tl>At J1016ibly agricultural produ~ even at parrt~, moght contr1bu1A', 
under certatn cU'CUDJSI.an<leo, to the roftationary BP•ral, a~d I a!" won· 
dering if agricultunl commodities aho-ays remain at panty,. wrtb that 
rolationahip continuing, if we would not h .. e a nocmal penod nther 
than an Wlationary period. . 

Se<retl'7• WtcK.UD. You would have a normal ...Jationalnp, but 1 
am not lUre that there might not IN> an inftalionary period or a defta· 
tionary period. . . . 

Mr. ~fru.a. That brinl!" me to this point: The qu~ron of mftotio)' 
or deflation or normalcy does not depend upon the pnce of commodt· 
tiesat oil; that relationShip dependaupon other factora!n tho economy, 
)OJrehuing power in relation to tbt prodo<ti .. capaoiJ .. ,_....., ·~-

Seen-tory WIQUIII). A.nd tho amount of produdll anu .. .,.., """' 
aringo, arid all of tboao tbinga. 

Mr: )ln.u. But you could not aay that agricultural p~ucta at 
parity, above parity, or below parity would he a contn'hutUIIJ fac.tAir 
to inflation, just as a coll<lreto mattert 

8ecr<'tary Wrcrom. Not tJJ a definite ftat rtatement. 
Mr. )flu.&. In other ,..0rcb, you could not give a ftat alll!1ftr to Hr. 
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Cra...tord'aot&ttmenl or questioot 
~recary WJCLUID. I may have miiiUDdentood his qllfltiClll 

&tale~nl. As J understood 1M question, Mr. Crawford yoo .• 
that if farm pri- went up 25, 50, or 100 Pf"""nl above ~hat II•/ 
are now, but ttill ,. .• ...,at parity tha~ "!igh~ bave110100 indication of J 
inllalionary tendency, and I s•nd that 1t m1ght have. 

lllr. ~lru.a. It might ha<e or it might not. 
Secretary WICKARD. Or it m.ight not. It would depend upon many 

other facto111. 
Mr. Mn,UI. Such •• whether or not you have oxce1111 purehuinr 

I>Owe.r in rclnt ion to productive CRpaci'J. 
S.Cretnry WfcJC•Rn. That is one o the contributinll ........ 
Mr. ~hLIA No; that i• not one of tho oontributing <'11uetf!, if yoo 

will ~rmit n,. 10 sny so, because il that situat ion exiats yoo hne 
go!: inAotion. Deflation is the reverse. 
~retary WICI<ARil. Ye& I think ptrhopa tbst it usually tak11 

plaoa in a price rise when you have mon> money available tlian voa 
have pmdueta to purchase. • 

Mr. MILIA Thot i• the point I an1 talking about. 
Secrocory WrML<ao. Sot neo rily. 
)lr. l'JrAW><)WD. In you speaking 'Of this objtctive havin~ broa 

rteliud and that i1 ought to be the cause of ~raiMtiaf&etion, t wioh 
10 bring out thi• point: It seems to me thot we are about to 1!f1 1angW 
up here in the bulrushes, in bringing this thought to the JliiOi>1o, 
lo the efrN'l I hat form parity prie..s rt.mlt from war tm•f1!,ftl"Y1 or 
came about only btcause of a war inflAtionary spiral oparatin.e;. I 
would not wont to-the record l~flthat way. 

Stcretory Wu;:XAIID. That is righL I do not think that that hu 
00<-n the calM\. 

Jlh•. CRA>YYORD. Neither do I , but I am afraid the otatement 7"" 
mnde woulrl cnnblo somebody to point to some agricultural people that 
pnrity is due primarily to the effeCt of war inflationary price '!lliral in 
operation, that they are ~ting something simply as a reoult of an 
emerl!l'ncy proposition and that when the emergency p.- they do 
not l!l't it. 

&Cretary WICIL\I:D. I think that much of the farm price in~, 
farm pricee, bas been due to acts of Congresa, the J?Moe-IJUpporllll« 
laws that have been put into effect, 85 perunt of parrty IOl."'; aft!! I 
think quite a lot of the price ~ has been due to that rn gtlllll( 
farm prices up from the extl'emely low level. 

Mr. CIIA1<'1"C))ID. Going to the top of page 5 of your stattment, 1"" 
toy this: 

Oaeot .... ......... t .... ~ bW ................. ot .... .,.r1.,. ....... .... 
You !TINn lo say that the bill accepts the parity prindple u •­

to oontrol inflation. or 10 offer a sboek to inllation, or to p~tlnlla· 
lion. b th•t the reason this bill accep~ the principle~~ pa1roty~ de­
. Stcretarv WIC" .. Ia>. No: it recogni~ pa.rit,v as a \h'"JI.tlltlt 

s•rnble, to keep • normal relationsb•p, a fa•r relauonsh1p bet•'"" 
prioos of thingo thot the farmers have to buy and the thinga they bare 

to;~~· Cn•wroRD. Reoo~nizinc: tho p&rity principle from the stand· 
point or, 88Y1 relotivity or relationsbip, but do J undcroltnd you to 8111 
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.., that it dooo not ~iJ!!l the peri.tJ priooiple as ooe of the 1U1p 
~:.• ..-ill prevent the 1nllat1on&ry spiiafl 
,..,...... _ Wsc:&AD- J do nell thillil the attain- of -"'r-s.cret•·• . · ··'·- ilal ..--ril .-iU prev .. t tbe m-uy lip 
-~ Q.A- I d~ not~~ ~.P..- Y'!" for on~ ~o this 
_ _,ion but if gr&!IUJ!.K pantY. will ooatnboste to the mllatioouy 
~=::I .-hy should thiS bill .. .....,. lt1 
-~aT)' Wtc:&AD- 1 did not aay that it would .....-.-rily do 

"'it. c...•-room. No; I d.id not uy it .""!Jid, or tho~ you .•id it 
Jd But if the grant mg of the pnne1ple of panty w1U oon· 

..~ul; or does contribute ~ 1he inflatiOnary spiral why ahoold IIIia 
:J'u reoognize it at alit . . 

Secrelnry WsOJL\IID. ~- pn1tyt 
Mr c...wrouo. No; if the •ocept•nee of the principle of r,•rit~ 
d~ .;,..,.tribute to the infl~tiona1-y •P,in•l. why should it rtcagn •• ill 

S..-erelary W1CIIAliD. I d1d not IIAY 1t dtd. 
llr c .. ,wroRO. J know· but why •hould the bill1 dCI!igned to pre· 

<t•t iuflution. reoognlr.e the prine1ple of parity if 11 dooo contributo 
ro the lnO"tionary spiral. . . 

Secretary WsciiARO .. Wh~t I am trymg t!' say ,. that. I am ,happy 
rb•t we do have le(llol•llon 1hat reeognozes ~he .par1ty prl!f"lple 
and u..s it as one of the standards for legislation; that IB the 
purport of my statement. 

llr. CIA...,.,..,. Well, lot me .go .bod< to '!':V pre~ sta~nl, 
and to the earlier comment that 1t m1~;ht oontntiute 10 the mllat100ar)' 
>Piral I am 1ubmiuing the qu~1on so tha~ if t;be """'P.ition 
of 11-6 parity prindple d- oontnboste to the mllahoiiBr)' ~~p~nl­
and I am not aaying tho. it d-, and I am nell sa~ that anybody 
.aid ...-but if it doeo 00111ribl!te to .lh• inflatio!'ary sp1ral '!'hY obat1ld 
a bill delrip;ned to prevent mflatton reoogmu that pnn<.1plet I 
think there 11 only one anawe.r to that. 

Secretary WcJtAIID. Well I do not know, Congn"''"'"'"· ~Vhot l 
am .. yinlf is that 1 "'!' happy, ~rst, that w~ •lt!'med portly anc\ 
I am glad th.•i it i• bemg ~gn!•ed ~· a fau pr1.nt1ple. I roo>(l· 
nir..e tlint pnr•ty rn•Y menn e1t her ulftatton or deflation and 1 cannot. 
go further than th11t statement. 

Mr. C••wro•o. l-et me call attention to thia further •lltemenl, 
where you say: 

I llMIUDe th8l lb(! bill 11tel the p&-rlt"l (ll'lnC'Iple fOT fAnD priM ll«'aUH It ll 
talr 10 botb rannert •nd tOORm@f'l. 

Now, T "·ou.ld like to ask you thia question: Does f~im.,.. a~~~~ure 
inflation oontrol t 

S.Crecary W rcJLW>. No. . 
Mr. C...wrorro. In other words, f\oirness obould not he a wartune 

obieeti<o, ahould it I . , 
S.Cretary \VICIL\00. J think it is a good wartime. peatt~ome, or m· 

between·time objeeti••· 
llr. ea...,.·roao. I agree with you. 
Continuing down you makelheotatementon page5: 
The adllll.at.tnU"t ett0111 w111 ~r1lJ be lo mata:ta.la:lac a talr rtta'llon· 

J'hfp IMi'lnJl lbt pf'lt'ft and 1 practltt~1 multo ~....eeo ptkft 11.1'14 <'OIC&. 
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SeCretary WlCI<AIIO. Wlw!re are :roa l'fllullq ,_' 
Mr. CI<AW'POIII>. I am readlna the -.1 ...._ iD the 

paragnpb on pege 5: ......,. 

Tile adalalllroU-. cffono orlll -.a,. bo ,. ...--. a talr 
abfp-- .... ...-&Ad. pn<tt..)--- aad ..... _ 

My. qu~ion was would that dort., !'8nied to .....,_.= 
eure mllal1onar1 control 10 far u ~re ia concern"" · • • 
~~f -m~ 

Secretary WICKARD. Well, I think it all depeada upoa the_, 
price levol, ouWde of agricultural proclucta. •--. 

Mr. CI<A~. (!oing on a little fwther :J'OU - •·ft--- -.. 
to wtpe out b~a- m<>011>e. • _ _., 

Do you hue an1. definition, 1111 praetical delinition of "" · • 
eome that you can jl'IYe Wlf 1D 

Secretary W101LU1D. Do I have a ddinition of 11et ineomet 
Mr. <:;a•wro•n. A practical dellnltion of net income u 1l9ed in th' 

connectton t ll 

Secretarv WIOlUIID. WeU, I think in d--.nnlna his net iooomt 
you would hn~ I.e! ~der toot and depreciation. <t ,.....ld be bit 
006t and deprec•at•oo, difl'.....,ee bet..., that and what he .-il'Od. 
that would be his net inoome. • 

.Mr. CuWTOIU>. On plj!e 6 of )'OUr ata~t, at the cW.. or u. 
ruiddle po.ragn1ph you stau: 

4fl·er all It hiPPtU• to be tbe OX»I"tti'Jttd polk:J or O.ltll,... ud the adtDI.al.ltn. 
Uoo to aehiMi 1Ud m&lntalo fal'lll pl'i{IIN at putr;;r. • · 

. Would you go"" fo.r as ro uy aloo, to (IOiltrol inllation ond .W... 
tionf 

Soencary WrCURD. Wall, I do not know-
~· CI<AWJ'OID (~uing). In other ":onis. that the fjrity priad· 

pie IS at leut parttally to prevent the undue deflation o farm priceL 
Secretary WrOXAm. I do not think that-parit;v ., .. a principle Mlab­

liehed for that purj>OS8; no. 
Mr. Cru.WFOeo. You do not think the parity principle was oot.ab­

lillhed for wbatf 
~r;Y WrOWJ>. It wu ~bliabed becaUie it~ • fair 

n!lationslup between farm pnco. and the coot of the thi~ thK 
the farmer boyo. 

Mr. C...WJOOD. w~u, tn prennt undue inlla&ioot 
Secretary WJCKUD. ~llation t 
Mr. C...wroiU>. Deflation in the price of f~odities. 
~ta"Y. W101LUD. Yes ; ro prevent prieea going down Iuter than 

rmoes of tbJnl{l be had tn bu;r. , 
Mr.C...- Yea. WuJtnotaparitylloor ....... thanaeoilU.,t 
~ \VJCL\.ID. Wu it what! 
~fr.Cl~AWJOOD. lsootparit1 a floor rather t11an ~I 
Secretary WtCIWID. Well, paritl ja an objective.. 
Mr.~- I •u KQinjt to add, •u an objoctift. • Now, hera il 

m7. CJ1!08llon. Wao not parity a 11oor rather than a ceilina u aa 
ob=>&t Do you agree with that! 

"•L-- w.~ Well. parity, u I laid, .... an objec!.ive; i~ It n••....,.. a r--1t all dependa upon the lDIId of JeCWation ·the panty 
lnel '* a ata.ndanl ' 

11128 

J1r ()aA Wr>llD· W .u,·- •IIOC I" 8D far U to a7 it ..... 111 objoc. 
ti during a tO. of cWI tfm, at tbo time wo llaJt4d ~ aliout 
-~ty princiDiel [ .... WJIDi lo 1ft:~. 1M ..... JNI1IC* of 
r-;t We bad a ,... •' '? """'titwe tn ~ w11ea .. 
~promoting the Q• ,.,_ ot.P*ritJ ~did "_, 

&<rtUI"1 w~CKAm. a clilllatiiJuarj ..,.., .. _ t 
ldr.CIA,_., Y-. 
Secretary Wu)UIID. I thou&bt - nra tr,ing 10 pt &ma price~ 

up· I think we were. 
Mr. 0..":"""'· Yes; .but"!-'! tbo peopla llld .the eo....-*"«! 

out adrocaung the i!U'~ pnncspi6 for farm pnoee did "" not hue 
• doftationary ooodiuoa m lliJa eountry ., far u ,..nc:uJtoral JII'OChocU ...,.._niod, 

St<ttcary W1cua. Did we JI<JI ha~ a clo&tio1111"1 oooditica t 
~lr. O..WJOJe. Well, ,_ not farm priNo ntniDol7 low at that 

rimol 
&<,.,.tory WrCJ<AJO. 1910 tn 19lif 
Mr. CRAWI!OID. No; when we ortarted to advocate the parity prin· 

ciple. 
Seeretary W_....,. YN; I think the parit7 ~ion can>o about 

bee&- of the utreal6 low price of fami oonimoilitie.. 
Mr. ea....-. Yeo. In other wordo, it wu a lloor ratbor than a 

ctiling u an objoctift ill tho deillatiODarJ oondition at the ~ 
Socnta1"1 WJC!Llm. It wu an ollort to try to raile farm p;e. up 

to • fair level in relation with other eornmoditiN. And I do not 
tbink it w•• n""""""rily a floor or a ce1Ung •hen we first otartad 
<Onsidering iti it was an objecti-.o tn try to get fann pricel! at 1 

fair rtlatiooahlp with other pricea. 
Mr. Cuwrorm. When actually applied, tn ....,, u 1 lloor. 
5omr•l"1 W'JCJLUD. When you b&-n proper IOJialatioo and fund., 

and oo on. • 
Mr.Ou-. :r .... 
&<retary WJCJ<ARD. And o progran> whkh tended to raioo fann 

prices to a proper relationllhipnvith other pri..., I euppooe in that 
,..,. you eould call it a ftoor. . · 

llr. C..wrom. I am just trying to get 101110 tnligbtenment u tn 
•bat ie involved in thia parit7 principle, and my dittinctioo i._.nd if 
I am - OOI"rt!Ot, I want )'01.1 to oo~ rn&-WI>en ~ principle 
io fnUy applied, ~ the aDOiicatian of loano, ity erodit, 
!"'Plus, control,~ .. implimmtation appropriatiooa, and oo on, 
it dOes have u one of the objectivM to eerve u t. ftoor. 

Secretary WrCJ<ARD. .:tlot lirnJ!ly 11 the objecti•e, bocaUJO we hue 
onl_y ....,.,ntly been able tn get pneN up to 100mething -r parity le•el 
•ltbouA'b wollt.rted back aomo 8 years ago. 

Mr. Ca•wPOm. Yes; but not until just ..-ntly bad the object.!"' 
l-en obtained or pllt into operation, aad when it iJ ill opontica~t 
• the poi.ot I wu making-whM it 18 in operation il. dooo put a lloor 
anderpnea 

Secreta.., Wr-. It d- tend to do that. 
Mr. C..wPOm. n... it just t.ond to do that, and, if oo, why do you 

118 Secretary of Agriculture then advocate it 11 the ealn.tion for the 
!'»nomic welfare of the American farmer! I do not belie•• that It 
JIISI.th~da tn do oo; I tiUnk it d-,and I wantAid tn oeo if you agreed 
.... that. 
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Seerttary W1~ No; I do -1IIIJIII;III(llaai)J c1ooe • 
for eury ciommochty. It "-7 .. , 

Jlr. eu.--. Well, I lUll--~ •hst . 
for ••err comnwlitJ, ~ cla7, ~ "'! ~ w..': !"J..~.'-­
a tinj!, dOM it-do 10f 11 not, abocald you liCit t. .-;.... ltlor • .,... 
lhina more than parit,, '-- if it ...,. - c1o ::-r::' -
entiilod to ba •• at 1-what parity ;. mp))C*CI 1o ~ tliak wo • 

Seerttary WICJWIO. Thue are a few =: • 
time that are J'Nclling parity, as stated this moroiJtc. at lha ..,_ 

I do noc. lmow just what J OIIl' judgmeDt ma IIi, bat 1 
what app~~ntJy you think JOU sbouJ(I eay, u.!t parity ;. ~ 1•~ floor to J>rlCM, u tt baa operated thus far. ae 

Mr. CRAWrClltD. No; I am not trying to get you 1o oay that. 
Secrtt•ry WICJ<AIID. It does tend to 8UJ1port pri-
Mr. CRAwrono. Now let me ask you th11 quMtion. With tl­ti~IHI!Y s~irals in operation, and if we •ro to sc.a'nd 011 th I ... 

pru\Ciplo '·"·our g~ne":&l appJ:C)Oclt, •hould thot in your opini 
6 

parity 
ate os a cealiDJI obt•<t •vel ' 011, optr-

S.cretary \V1C1UOO. Parity! 
~:lr. Co.WFOID. Ya 
Soc~t•ry WIOllAIID. I said this morning in myttttimony that. I" 

not think you ahotald ba,·e .. ~ling pUt into etl'ect ucept whoa • 
II"! up to 110 ~rcent of pority "? their might be' an Ollportunil;'i: 
pn<*l to roaeb an ave1'11jt6 of panty. 

Mr. ea.- Yon think we should conteod for more than parity! 
SeertC&ry W1cum. No; 1 do not !:>ink qlhouJd try to 1111- priJoo 

to annp more than parity '-""" that would bo unfai r i'* tio -Mr. c.,.,..-.,. If we ponrut""""' deviation in ordtr 1o ma1ao 
fnr tho failnre <>f dellotjon oontrol will that not -.ewhaL a..,.: 
failure to prevent inftation I 

Soc!"'tary W1cuao. I do not lmow that I t;ot what you meu br 
deftataon oontrol. What do you mean by thatf 

Mr. t'oAwro«D. Well, I do not lmow that I can make it much doom 
than I have a1rendy lltated.. Suppoeo ,. .• are beadad for a dtftotionary 
8tonn I Personally, I can eeparate lhtee two, thot deflation folloW! 
infta.lion, and oooner or later you may be up here advocating hof.,.lbt 
Ajp'1culture Committe& or this oommHtee that we ehould do <C!rtain 
thai!" to prevent deRation. Now you are advoatlng it to pM'enl in­
ftntaon. Now my queotion was this: If wo penn it a deviation lo mal:• 
up-that .i• from pna·ity-to make up for the failu..., or detlali00111 
control w>ll that not al!Ollrea similar failure in hat>dUng an inftationary 
oontrol! I dn not wiah to p..- that queotion, but just Uarow it OIL 

Sec...cary WIOJ<AIIIl. You are ta lking about UD petttnt of panty! 
Mr. fu- Y .. ; there is a deviation in thita bill oliO pt-. 
S.Crecary W1CLUD. Ye& ; as I h&\'uaid, I thlnk weahould haftiMl 

~· Mr. CltA....o1111. Well, I will not p.- 1bat queoa.ioca further •• 
Now, would it bo fair for me to lab tht pomtion that farm ~ 

tend to riBe out of line with other prices in a period of inflation I 
Secretary W1cum. That baa been the hitlory. • . 
M r. C'IAWPOM. Now, in that case it -aa 10 me lhat, 1f that 11 

oboolutoly true-end I am not arguing it one way or tho Olher--datt 

n tMI-+;•• , .., m.r. 1811 

M"'il>l uo .,....,...t of P.U'tY in the b;u will.,..~ -bat_ .. 
r;.1 ~toe a fallor nae lhan would oa:IIJ' otbonrioe. Now, if 1 • 
:.,..- are ...,. to follow, w1aaL fiCI1"'** eon lbore be iD ootliac 1 

ctiJiDg aHII I 
s.cnur7 WIICII '"'?' W~l, I thin!' Cieilingo are ~~ aa I aid. 

1 
take care of the tnfllOOOarv: prace ttnd0t1eaoo wh;eb ari!lo oat at 

:_ produc:tiCIIl, or l;M!I commochtMs, thae there is Jl'lldauiul poww. 
And I lUll of tbe opan1on it li>OUld bo ...! wbta ._.., to p­
~ion and thiDI!l' of that kind OClCQrring, amder thootcondit.iool. 

Mr. Ca\\VJ'CtiDo J ust one Ofher ~ric.. ){y l't!ID&rb with reftrtlllCO 
10

yocar ad~-"Y I w'ant to clear up an th11way: IJcnow that you hi\ O 
'culture at heart ftry ~tly and you han somewhat led me 1o i,fri.,-. that you do not feel the parity principle will aeiually do the 

'ob. 1 SooreU.ry W1c& •on. Of wbaU 
Mr. (;oAwrCIIO. 01 givin111 tlae farmer a feir price for hia labor ill 

tbe fonn of tl>e product• whjch he Jlells. · 
S.Creta.ry WICJ<ArD, 0 :1, )'tO':; I think I unnnt agrte that I taid 

that. If I did, I made a mistake; I did not intend to say that. 
Mr. Cu..-o. I do not MY yc>u aid that, but you ltd me to beiM,. 

~did not feol it would bo a'bciOlucaly t81ctcious. 
s.a.tary \V1c& •110. lam oorry I mialod Y<l<l-
llr. Huu.. May I uk • queotian thertf D> you feol, l>fr. 8'Uttary, 

chat the fanner Will get the coat of produeticxa by having UO ptnltllt 
afporityl 

Secrttary \VICILA.ID. Well, l do not kno... You at>d I might not 
~--upon what coat of prod notion was. I think that we haoe .. ab­
l@aed bert by law the parity principle and I bolj""" that, ,.;th other 
puts or thr agricultural program that is being J!Ut into .. ect, c tl'on 
an opportunity to ge~ oome place near parity pncea for fumtra, in· 
cludmJI lhe paymenll tbat ore )liven to them under tho varioua 
aJmropriations. 

Mr. Bou. But lhat would not take into COIISidtration tho farm 
labor coot of the product would it I 

Secretary WICJ<Ailn. No; this parity index does not take into con• 
$idomtion the farm labur CO<!t. 

Mr. Hou.. It will not take into conaidemtion tho relationship be­
ureeo farm j,eome and mt.tinnftl income. will it 1 

Secretory Wn:&•ao. No; tb ie is entirely a price parity. 
Mr. Hou.. It will not be parilv between fann income and the inoocne 

of mdustry, lor inallllClC' will it I 
. 5!cretary WJ<.&AIID. i/o, boea- income for either induolry or fann. 
lilt IS made up of two thin,lll>-VOlume aold times price. We bavt been 
lllkim< bore abou~ price; I underatat>d this is prico CODlrol. 

)!r.'Huu.. I~ ia hardly a matter of fi,Pn« what mljtbt be called a 
panty price of indlllll')' aa compared with the pri<e of what tho fa..-r 
beys. It deponda on what the fanner is lllPPc-1 to buy; is noc. that ..,.., . 

Secretal')' W!CUIID. y ea. 
Mr. Bou.. And when that basia waa oetablisbed. the farm ;,_ 

"IS at~ t.in14! appr<>simately 14 porcont of the national ~~ and 
now 1t IS down to about 7 percent or 8 percent and wiD not be increaaod 
booau>;e of the increaaod pri<*l he it getting now•d•ys; U1e porcentap 

' 
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nu:e..c . ,..._ ...... 

of the~ a-will -a.j .. -- the- i f ,.. ... 
parity p..-, at-~ .,.._, 

Sec.-., WJCK.UD. Tbe -y the •f • el fum moo.. · 
it mey be moch more tlwl wliat ;. indicoted, becauoe ..,. '::~ 
e peter •olume of prodiiCt.l, II ...U II ll"'tiDc better priooe !Vi 
them. 

Mr. Hou.. Yee; on the Giber bend, your Department bu 
maled. tbet a~t a billion end, • ball ~ will be addocl 10 ':; farm tnoome tbl8 yeer bJ' tiMR ,_ Ut .,..,._ 

S3Cret11'7 Wtcuao. For liiU 1 ,_, lir. 
Mr. Huu.. Now, tbet?J;:)o ba.,. -~-w at the- time 7"8.,. 

going to heft about a ~ iller - iD the nati-1 ._ 
~ ri>latiftly, the fana i-will be lo .... with hi&ber """ .... 
it beo been mth lo•er p,;,.; ia DOl tbal t:n. t p 

Sxretary. WtCIU"'\'o I do o~ DO!· It~ goi.og to ba 0 til,. 
000,000000 mcreue m the natJCmal lllCOIDa thia )'HI'f 

Mr. Hou.. I am just. talrinl! the """"PPper reporte Jbet .._ 001 
' """' vour Department; that 18 all I am giving you. I do not no,. 
myeelf. 

oooretary WtCILUID. I do not !mow. I om not going to •l*k to 
the figures you just gave, but it it my opinion that the fann ;,_ 
this year il the best it hu be6n for a&venil years. 

Mr. Hou.. The ~I ferm income! 
Secrelery W tCJLU.O. The pnoral term ine<Jme; that ;. '!4hL. 
Mr. H ou.. Of course the fiU'III iDCOID6 embro<a a lot of tht"'lo bot 

It doeeooc. embrtc6 the fannu'e labor end, for imta,._I mmtiM 
tM• on"" before-you lr!!JW corn on your farm I 

Secr6Ury Wtau.m. Y ... lir; 11110113 other thingL 
· Mr. Hou.. That is iDCOOM,;. it notf 

S.Cmary Wtcum. Y.., eir. 
Mr. Hou.. You feed it to hOflll, end you ~~ell the hogs; that It io­

comel 
Socretary WtCJ<AliD• Y.., sir. 
Mr. RcLt.. And even if you eat the hogs, tht.t ia income, .... rdill( 

to your Department! 
Seet'<>tary WtcKAllo. Yea. 
Mr. H ou.. Now, then, ther6 are three incom08 on one crop, oolhol 

WMD you jtet right down to tho actual cub obtained by tho fa.-, 
it is far below tho corn fed to etoclt, the amount of hay fed to •ock. 
and all of the rest of the f·eeclewlf marked olf, wMo they go into oat 
product~, <Wry p~u~ or poultry: but they~ all&l!"rod.ia thm 
aa Jl"ft of the national tncOme end t.re figu.ied three tune~ 1D """1 
ca-. 

S:lel'etary W1CJ<AJ1D. Is that Inlet 1 do 'lot Jrnow, , 
Mr. Hou.. All I lcnow ia from the agncultural llatiltkt of tbo 

·Depnrtm•nt of Agt-iculture. . 
Sec ... tary WtCIUm. Here it Dr. Tolley, who pia out the llatJ.Ia. 

I would like you to uk him. · 
Mr. Hou.. I wed tho eame qu081ion of Dr. Tolley tho other doy, 

and I just want to get your tbOUfht. • 11 Socret.ary Wtcum. You jlllt wU>t to- whet the dtooropaDO)' 
betwt10t1 thotwot [Lngbtar.] 

a SIWL-.., 

·~ 
.... JIUU. It it f&irto.,._the~l>f~oo tD1 pluof 
~· otherwilo. wbon it cloee DO& &cur- m tbe coet of prciclDctioo t 

oorit1 or other liM of iDd.ust.ry iD the WMJd, Wbtn you pet tbe 
!.' . .1 ~ :.'~ tnarldt and do.. DO& lb the prieo t.t - of producti<m, 1"-• 'tdrive that iDdaatr:Y mto benkruptcyt 
iha~t WtCIUliD. Well, I do not think any other induttry would 

d rtake 1t unl .. it thought it could ~ tbe coat of product.ion­
~':,.jd undert.ake to manuf~ure the product unl08e tboy tbo<tgbt they 

ld at._ break ..., Oil at. 
.OW.r. Hou- Surely, or tboy would go into battknlpteyt 

SocnUI'Y WICK>- Yea. . , 
)(r Hou- Well iatherulean,.~oJWttutotbefarmlllOODlel 
:;..;.... w~ No; it clopeda oomewbat oo other thin(s, 
~n. I mean why do farmon llay iD product.ion, llaJ ID 

{anDUl,l! year after year, u you •1--: · 
Mr. Hou. You mow why they atay in prodllCtion-bocauoe that io 

about all the! can do. lh' oth ••·8 · · 
&crttar:-: WtCL\IJO. Tbel ""Y be oo uag; an er t.....,. tS at 

o!ers eeounty. · n1 . 1 • 't h 
Mr HULt.. To it fair to be86 agnc tura tnCOme on a pon y sc emo 

or any other 8Chtme that d008 not in volvo cllllt of pr~u"\'ion, when all 
olher tines of indu8try and ~ do 1\guro theu prtce on coat of 
~uetionl You ha,,. ono syotem for tho farmon and onother f<>< 

~ WtC!JUill). Y ee· but they beve -'e thinp for tho ft.rmer 
!bot you do not ha .. for iru\ust.ry. 

Jolr. Hm.t.. WbeU I h I' .___ be 
S..rtUr. WtCIIAJID. Ability of the poop ow o ••• on uuwo to •• 

1 home u 'long ... it ill not taken • .,...,. from them; to prod- tho 
things they nftd for their own protection. Tho factory door doeo 
DOt close; tho war elfort doee not come al•n~t ~'\d P.•t 1~. C<llll· 

pletely nut of buainttll! as it ~- wh•n t~e Praor>tteB Comm•os•oo ~ 
Board •udd~nly nnnula ~~;n~ o~ they "'!ght have hod f~r commodi· 
ties which they needed m. tb~tr production. Now, I thlnk-

llr. HULL. I rlo not wont you to go into thnt too full•-. . . 
Secretory Wt~JCAm. Let me finish my Btaten><nt. My op>~ton •s. 

Congreasman, if we can obtain pari~y for tho fann~no, T thinl< we 
•ill go a long lon~r way toward oolvJD,I( the farm•r .. moomo u ~1. 

lli. H cu.. Yeo; for eome fennerB; but "'~" we ~d Dr .. BobiDI 
hen! a few 'll'!eb &110, be •id the farmul uugllt ,_, .. po.nty and 
ilill go into bankruptcy. • • . 'ble. As 

S.Oretary WICS:AJID, I think !hot ill true; I thuak It 18 ..... 

lay, we ha.o an objecti .. put out h•~ by th~ eon,:r-.b andd I '"' 
'HY happy to..., uo come ,. near .-cl>mg panty " we '"' •nne 
tho last few month& • 

Now u to the cost of production I think it ie pretty ddlicnlt for 
you and I to agree upon an aJl8wer io thAt ques~ion whtr;' -. c:annot 
ptrhaps agree on what rate ought to be ta~n 1nto ooJU:•d•rt.~ton to 
determine the cost of production; bocaulie th~ ooot of productton for 
ono fanner will not be the CCI8t of production for anothu farmer 
ltoii,P••n thou om tboyJi•e in tho OlmO neiqbborhood, I' • 

Mr. Hou.. Now, .,. 1pp,...,it.le that ail f&rm•ro may not ""' tn 
~rgia or Alabama, and the ~ they JDel<e do not compare 
"'tb what thoymaka iD your State or tDUI6. 
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)lr l)oowN. I ha•e t ile fi~tures here from .700r Deportmont m,1 

1819 io 1929. Now, that woo the year after the wnr, and booides, that 

carne UJJ to thf' ye~r 1029 when we had the 1\'0I'h"t deflntion we e\·e.r 
ud in hwory. ' J"bat wu duru!j!_~~Limes. Nobody e• .. r quarreled 

about 1 he p,.,... of farm oornmochuee betw .. n th..., yean. 

5ec .. 11ry \VJCI<ARO. 1019..29/ 
Mr. BJIOWN._ Yes. . 
Secrttary \YJCK.\Ro. I ~·d, wd aplenty. I 10ld h~g\1 lor $G during 

dlai/Jtriod. and at the pr.- 1 had to pay I was losmg money protly 

rtpi~ IY. • 
Mr .• ll1o;wJ<. A 11 r1ght; what was the avertj.lOI>rice of hogo at that 

rime JHt compnred to pa~1ty nowt • 
SKrttary \\' ICKARO. 1 ou are t.alktng about the 1\'trage 11r~ during 

19111-!itl . 
llr ll•:owN. Y ... 
&·~n•tltry \ YICK \ltD. I do not think the •n·ent,..-re.Jn-ice.during 1910-29 

ns ''trv ~)()() tu; (.'Qmpurcd to t.he price today. 
llr. Utta1\·s. Now, some of you fellows think more of hOJ:II tha:n you 

c!o about wheat and cotton. 
&c:reUiry \YJCK.\Ito. You n•turally think of the things out of which 

w.u mnke u lh,in~. 
· .Mr. Ur.ows. 1 know thnt is nnhii'Bl, but. the thaw uutin oonuuoditice, 

)lr. ~marv. Iff "'heat. t'OI'll~ and cotton. 
Som-1ary W•nc•110. Well. hogs bring tbe fam>er a lot more money. 

Ml', UN:tiWX. r lmow thnt, but ho~ IU'e oom. 

SfrrTtury ' VJCKrHtu. T h1tt is right. 
Mr. Uac:.ws. And c:attJe is corn in your section. 
~rtlary \VtCXIRD. To quite an tXttnt. 

Mr. 13110\VX. And when you pt it llu~·n. you CftnrtOl ,:ttc. away from 
thi' dii\."C nmin b~t.sie commodities-corn, wheat, 1md cotton. Now, the 

a\'ei'AJ..~ prk-e of wheat.. in t h0€e yea1"ii was $1.:12 tt bus11el i your pari I y 

~ fius it at •bout S1 20. The lt\'era,:re price of couou wa.s 2L41 

mus; your parity pri~ is fixed at 16.99 cent& Com fitood at about 

lhl' Mrne relntionstnp. Now, tbose were yean when nobody thouAht 
of collon. and in that section I ,;tant.. to put. in thtue tho t llroo main 

rouunodit~ because you have beef t'Ultle and you hnve hOfiiii!'"Witt~t 
rot of leodmg eom; you have wheat bought for bread; you bne ootton 

wool that~ lnto clothing. And, for that ......son, to take co,. 
o( the mni_n basic couunoditieiJ, we ought to have IIOIPt other 

l know this section will take"""' of lwf coUie at around 100, 

the price around about the 29th of July; something lib 

it does not take care of • lot of otbor things. 
J\ltollter thin!(, Mr. Sccretarr, I wont to ft8k you about is, Why 

he anythin~t I>Ut m this bill where there is 1 surplus, 

any s1rplus eonuuodity l That would not hne any· 

inflation, "'Ould jt t 
""'""'"'' \V1t"KARD. You m~nn if there '"u 1' flurplus1 

Any commodity where there is • surplus does not. 

J':;:C.~~"w d ... not. bring about inftation i 
~ •••rnu•JtD, Tf vou have fr.e market fo.-. no. I tbi~k 

tend Iii keep doWil inflotion. if it no ~ti..en 111 

' 
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::.., .... tory WrCL\110. n •• , ;. right. 
Mr. H uu. Now, u a matter o f fact Mr. Secn>ta li 

political parties have bttn ..... ling ana hove been ;:;.,,.r: l928tha 
•~triculture on a pnrity with industry. Did they ner in an I! to plaa 
plunk, plod~;e that they were going to base farm price:, on i>fr~'·~r~.,.h 
IHdU!>i l')' pr1ees~ y WJ1 • 

Scco't'tno·y WoCK,,Ro. Wr ll, to•ying to achieve pnrity is what l th h 
t hnt would mcnn. oug t 

~lo·. H oLLo No; thnL mrons purity ... to purohasing )>ower •n 
fou·meo· !••s to pay cerlai~ pric~ f?r those 1,'00<1~ which foe buVL'b 1 ,. 
pill ag~1cuJture on a ~ruy " ' Hh mdustry, I thmk 23 J')tret:n"t11 ! 10 

tiH•y WJIJ_ hrl\'8 lO r.et I~ order ~0 b&\"C a j)l"'r.rtionat~ filllt'! or: 
lllll10111l mcome. rhat•• lh• kond of panty am talking abou~ 

Seen'tAry \\'tCJ<ARD. I hl\'e .,.., .• , oeen any poliliral platlonn thu 
dill just what you S.'\y; no, tir. I did not. see it stated· no, sir 

Mr. B t LL. 't hnve taken more time than I intend0:1. ·n,~nk yoa, 
Mr. S.crctory. 

Mr·. Uuow=--. Mr. Secrctnry, rtlntive to the parity section of tbis 
bill •·no 1>en·ent of the parhy twiee o•· compnrnbiC> t>ric"~ rm· ISUtb 
conunodity 1ls rletcrminr<l nntl (JUbli~hc<l by rhe Secretury o .. r AA1·itul· 
hm.'. m· (!l) the mm·1.:N lwir~ fH't'vnilinJ.( for such <.'(unmoclitv un.fuly 
2!1, 19~1." Youl'('alizc hnl tho Administ111lor, if this hill iJ.., 1,.~ 
will not brin~ downtlu~e (Wi<'<'8.to onything lih f>arity, t luu i~ 1~ 
(W(K(ucl.ti thllt A1"P AW:l)' aiMH"t J?iU'It)' JIOW. 

\Vhnl I want to~ is ('(Junhty for the f:anner with lobor and with 
industry. Xow. it HrikMJ m~ ,\'OU have to hn\'f ftll04her J!ft1ion in 
thc•"' to lake """' o f some "F' irnllunol J>rOOU<'IJ!. bc•:au.;o the ha,., 
prriod of 1909-19 i~ not ftur to !!Orne of t11e majur 1'~.-kuhur.l 
prnducls. 

l)o you hn,·e any ohjretion to thw.tt Now. we are oot lixi~ the 
pric.-e we s,..-ret: we nre fixinf,:t the CPilin~. It is not a p~tricy bill: tbil 
111 11 price-fix in!!' hill. 

Sc•t'l't'tRI'Y \V ICK,\1' 0 •• \ JWice-cont rol hiJJ. 
Mr. Onowx. Pa·ic(': <·ontrnl . Anrl , for tlmt retiSon. wt' ju~t mi~tlll 

n~ W('ll look "t the thin~ h, nce•m1pli~h thnt. view. You know thr 
A41minil'trntor is rtot J!Oing- to hriup; bee f cnUie down to 110 pt'l'tl'IIL of 
purit)': ~·ou know he is not uoin.at tn brins:r wool down to tl111t; you 
know h!l is not !!Oin,:r to lu-in~ a lot of other thin:rs down. Thtrttort 
.I chink. tn he fair. then' srhoulcl br another secli('ln 11ddNI to tl1is bill 
Mn<t you mi~ht .::;n)' "'or lh(! l\'t'n"ce J>riet. l D19-!!9 .... 

~l't'lnn· \Yonnom. 1919-!!!lt 
Mr. R&OwN. Ya Tluu mi~::ht brint:! in all of tht roennlOditJtS 

whtl'l' th~y would be on nn e<JIInlity-all of d"' foml produ<l& Yoo 
wo!rltl not hrwe nny ohj~rion to that, wottld yout. . 

~·~·c·rN~t n· \rrcKAno. 1 clo not luwe 1u1v objection to ketpiR,sl finn 
pnl41uttfl in a proper n"lntion~hip to eaCh other, M.s wPII as to othtr 
c~ •nmi(Miit icos. 

) ·II·. B1tow~. Thnt i~ whAt I 1un tnlkint; 11bout. \Vc w1wt to ketl, 
llw p1'f1JWr rel:.tion~hip to en_ch othe.·t _ . . 

~'1'\'t:U·\· \\~tCKAIUl. nut. I am IIOL 5Ure what you saul wtll do lh•t· 
As I ""Y· lha,·e no object ion, as a maHer of objectin~. 

Mr. BROwN. I ha\'e the fijl'll,... here fr<om ~·our Dcpartone11t. 
~relu~· \YJtKAJtD. That it will do that, you 81YI 

PRIC&-cO!'\TROL BILL 1929 

Mr. ur.owl<. I have 1he fill"•..., lwre from '""r O.•J•rtm!"'t from 

9 to 192'9- Now, that was the year afttor the wnr. and bbtdes.. that 
19\ e up to 1l1r l,l"lr 1920 't\'he.n we had the 9o"Onot dtl,blion we ewr 
:~I in hi-l"10I',\•. I'IH1t Wl\1! durin,:.r~nt-ethnM~. Nobody tver t1uur~1t'\l 
1 11 tJw I>I'U'N o f fnt1l\ commc)(h lles bet wetn tht~ .)'i'lln... 

~~,·r£1'1111')' \ V!CIUitU. 11J19-29l 
)lr. JlnowN. Yes. . • 
~n.·• •u·r Wu;n.um. 1 thd, und aplent.}'. 1 tould huJ..'M ful' $G chn·uw 

duu fK•riutl. nnd •u tho 1wic..-es 1 huc.l to pny 1 '''ll&lu~iu~ Ululll'.'' preuY 
rapidl\•, • h 1 

. 
1 ),Jr. 't.h.'f.WN. ,\11 r•Aht: w at was 11tl 11.\'f.l'lll"e prtc.oe u h(1~ at then 

·)t a~ rocupal"fd to 1w.rny no,v1 
t~~mary \\'rCK~\au. You art talking about lhta\"fl ...... ~ price durin&,! 

191~29 ~ 
})r llo:o"'"· Y""' . 
~l't'lllr.'• \\'ttK \Ill). I du not think. tht R\t'ntJ.~ l'r14."t' t1nrin~ IU1!.l-:!9 

•·:a~ \"l•ry J.!•>Ollll~ cotuporcd tn ther.r•ce todl!)·. 
"r. Unnw~. Xuw. )o4111le of ycm ellows dunk rm,~ uf IIOS.,"tt thau you 

~0 :.hour \\'hen I nnd cotton. 
~1,.111ry ~V!CI(.\111). You uutumlly thiuk H( llw chin~ 11Ut of which 

Wll lll!lkl• ll ll\'lll' '• 
· )h·. Bt~l\\'~. l knuw thnt l~ IUthu·nl. hnt 1h1\ llll'\'\' 11111in ~••nm•cx.li t l(•l:l, 
~lr. ~·11'·11U'\', ure wlwnt. t•m·n. nnd t~thm. 

S.."'t·rr•lfl l'\• \VIC"K \UD. " 'toll. hogs bnng lhf' f111111C' r u lui IUurt• IUUll!e)'. 

'ur. Un .\,·s. 11mnw I hat. hutlto~rs ttl"t.' ,'Om. 
~ ('f't"-' 11'\' \\'ICK •Hu. Thnl is ri;!ht. 
lfr. Hat Ws .• \nd t':tltl~ iB 00t11 in your :('('tiuu. 
~rt'lllrv \\"1C'K •11.1>. TH quite ftl1 t>Xtent. 
)fr. Dw""!<. Aud wl~n ~·un ;.~ it tluwu. you n\111"" J:t'l ""':'Y £n•m 

11M- thn't" mniH )Ju .. jc t'ClUUHOdit~l'll, \;ht'tll, lUI() t•ullun. ~uw, l.h'· 
nWnl;.,'\' pric.-e o( WJI{'Ul in lh(.ll::e yenn; Wft:!t $l.a:.! ll l>U"11P1; JOUr (Xlrll Y 
pri~ fixe:; it Ill uhout $1 ~0. Tlw u\·enlt.."' p1 ict• nf c."'tlcm wn!'l :!1.-11 
t'\"UIS; your Pll,''il ,\1 pl'it·c• ~"' tixed t\1 lG.99 l'CIIh!. Cutl ll'-luO<I ,lll ll~Ut 
the ~:HHC' l't\ luuont~ lup. Now, tlu1S8 wt!I'C )'1'1\ 1~ wh~n nnlluth tliUll~~u 
of L'Otlon. ancl in thut 8('Ction I wnnt tCl 1mt in tht•rc Uw t luoo m~111 
c.'OIIUUOil it i<>~, l>el"'HI-Se you h:l\'(1' b .. >cf cutt h· ruHI you haw htl~i J!I"'W111g' 
out of (C'Nlin~ corn: \'OU hnYe wheat boughc fm· ht-eud; yuu lua\·e t-.Jtton 
:tncl "·nul thnt S..,'(J('!I Into clulltin~. And, for thctt rea~""~:m, to take en~ 
tJ( ~ne of tile mnin bas:ic commodities, we ou~thc to htxe 90n-.e other 

-ion. I 150 
~0\\'. I know th~ Sl(!('tion will take n•re of bN-f ~ttle tt arot~nc: . ' 

W'hich wu the pricP aruund about the 20th of Ju!y~ ~~~~hutf! hke 
th:at. Um it dOfS nM tab CRre. o·f " 1ot of Hthtr thmJ!S. . 

AnotiW'r thinu. Mr. Socn'tory. I want to ll!k you o~ut tS. Why 
ihoulcl there llf 1tnythiu,z put in thi-3 IJill wh~rt. chere tS n surplu~, 
wh"re IIK'ro i~ cwy surpltrs eommodity1 Thnt WO\IId not htl\'e uny· 
1hing to do with inflntiou, would it 1 

~<'<' rf'IIU',V \V l f'K \111\. You I'll<' An if th<'l'(' w ahl; 11 ftlll'PIIl.ll; t 
)Jr. llr.owN. An)' commodity whe·re ihel'f' is n sur·plus does not 

t fff'C• infltttiun. •1~8 not brin~ nbout inflnlion! 1 h. k 
Secr(ltnrl' ' "'CKARD. Tf vou h:1ve frrc mnrket fDI'l'tS, no. . t 1':' 

the. ~llfllhi~ \\'ou1d INtd tO keep down inflation. if it wu J:Wen liS 

full markot efrrct. 

• 

' 
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Mr. B.,.. All right; we will COftl4 b.ck to 1M three booie 
moditi .. again. Why ehoold there by any eeililljl; 011 ,..._, -
and oorn, beeaUI8 they hue a sorplua in all of thole t ._.., ~ 

Secretary Wtcuao. I think t.ber8 are two things. Cro ,.,.__ 
noigbt wipe out th~ sorpiWl of com, fo~ i~ with.in a~;: 
month-. or the~ rrug bt ,be some SJ10"UUatin marupulation of - kiad 
or another trying to drive the pnce up. If there wu no method 
controlling the price, i1 the surpiWl is allowed to pla1 ic. full .,...:: 
force, then any control would not hurt it.-would notatrect the mart.t, 

Mr. Baowl<. Let us do notlcok at minor things that might tQo 
pine<~, but auppooe you needed more wheat, mol'tl com and ...,. 
cotton, would you want to put a ceiling thel'tll You wo~ld wont to 
<ncounogo pcop lo to go into thoee lines of production would you ""'· 
because nil of those things are part of tho national d~ferooel ·-• 

Secreta ry WtcXAno. That is right. Of course, Congl'\....,an 1 do 
not think you can ever have any control of inflation by ev•rybntl), ,.

1 ing "I want tho other fellow to do all the control, whilo mine ....: 
1!001. f-" e-

Mr. BaowJ<. All right, sir. I want to ask you, Do you think 1 <OiJ. 
ing prie<~ in this bill, fixing the farm commodity prie<~ on the 1918-iJ 
avera~ according to the fij:llres furnished me b¥ your Dtpart111ont.­
do ..fOU think that would bnng ~tbout that oondiuon t 

Secretory WtC'I< \m. I hne not. studied thot average. Tbo oalJ 
thing I ha•·e ll'tl the prices you rood me, ltnd there are a lot of acbti­
oommoditifl!l involnd in this whole thing. 

Mr. DIIOWl<. I know, but I am talking ~tboutthe belie eommodiliOL 
J .• m try!ng to get eomelhing, Mr. &eretory, bolidf8 bDgl to pol 
oeo hng pnCfl!l on. 

Secretary W ICttARD. I think, at the pffiltnt time, cotton iJ obout • 
near parity as c:orn. 

Mr. ll110w!<. That is true, but not with hoi!' and cotlle. 
SeerPiorv W•c tt •no. HnP.S ore very near puity now; they have go01 

down t2 n hundred rooently. 
Mr. Dnow!<. And cattle •• abovet 
Socretory WICK 1no. Somewhat abol'e. 
Mr. DllOw>r. And you nre eatisfied with thoeo prie<~at 
Secretary W!CKATo. There has been a lot of comploint on the port 

of consounera about cattle pricos. 
Mr. Dno\\'Jf, Are you Mtisfied n.ow with cotton prictt-1 mean as 1 

oeiling-«tton pricf.s ond wheat prices, if you 'ft'Ould put a coiling oo 
th•m oround nnrityl 

g ...,..,., • .., \V1CJ< \RD. 110 percent is what we sujlltfl!Jl here; yeo. 
Mr. Br.o..·>r. Are you for this 110 percenlt J thouj!ht you were let 

pll"ity. I CIMot undol"'ll&nd your pooition. 
Se<'retnry WICJ<.UD. I tried to state in my tfllimony that it was nec­

W.I'Y not to have 1 coilin" below 110 percent of parity, 10 that n 
could have an average of p:rity. . . . 

Mr. Daow!f, J -. You believe in the 110 pti'Cfnt u 1n th11 bill! 
S..:retary Wrc O<Am>. Yes; I think we should have thot. 
Mr. Daow:<. Now, I know you believe in equolitv for the fa-rs 

to indu'llrv and lnbor. I was very much impr-1 by the !JI"~01 
of Mr. Hull that you are going to fix a ceiling. Of coo,... in ondustml 
products, lnbor, all woges, and the wages o f managera of the rorpora· 
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• are all fiJ!Ined in tl!e price. 1'!-. of CIMlne, the A'clminiatrator 
~ nnt t liis inc!UIIrial oorporaUon to make a pro6t. No•, whoa 

&,gure on agricultural produeta ltnd put a ceiling on them,,.. c1o 
ft &,gure in the labor _.., 
""' -.. ..,. w-. The farm labor CCJet, 

ik'Bao1l'l<. Well, u far u cotto'! is concerned, that is half of the 
<001 ~f production. Do not you ~ that I 

Se<rellry w tCXAIID. I eullpOCt ot ,., 
~lr o,.,w,. Of coo roe, for wheat not, md for com not; but when you 
' 'to ronooo, th11t ia half of the coat o f producing cotton. NobOdy =• th• t•ny morn than I do, beeouse I come froiD • cotton oection. 
Se<ret11ry \VJOXARD. There is quite a lot of labor. 
Mr BROw:<. Now, are we j!Oing to sit by and have the price·fixing 

bill p;.,. l!O •• to give,• profit in the industrial price, t:o. l\l:l>•re in oil 
of the cc,;;ts of production plus~ pf!llit, and ll?•n seta cellong on cotwn 
that none of theoootof product•on 18 furured on I 

Secretary W•cum. Well, I do not l<now but what the parity price 
f.,. muon ,.oguld not cover n-. o f the cost of production. Apt>l~ntly, 
..btnwe fnmed the agriculturol legislation we thought it would or ,..e 
.....td not hne •id parity wu a \\'Orthy objective. 

Yr. n"""'"· You stated this morning lhlt •he labor cost wu not 

~in. 
Stcrecary \VJCUilDo '!'he fann labor cost wu not~ in in ""!"' 

puting tho indeo; but thoro may have been a lot or it in the p.-

... •• u. 0 y did 6 
Mr. Boo•nr. How oould it be figured m theret ou not Ill' ... 

onythinj( except labor in L~?e p!"ce ~f ~ thin!!l' tho farmer '?uY&. I 
om t.Jkmg abo11t fixing prl ... m this bdl. Thm ll! not a panty boll; 
this is o price-fixing bill. . 

Se<rerary WICIL\IlD, Yes, sir. I simply want to try to make plam 
wh1t I am S3yinjl, and that ia this: That when prices were ar •. lll'rtoin 
lml in 1910-14 they may h•ve COV1!red-11nd perhaps dod, as ll "·as a 
b ir period-nil ~ of production, includirg U>nt of fam> l11bor. 
No,.·, we do not make tho adjustments in the index for fann labor; .thttt. 
is my point Litis morning ; yet it may include some, or may 00\'C.r 1t i I 
do not know. 

Mr. DcowJ<. Well, wbat dooa it covert That is whnt .I want to 
blow. You 60Y it may CO\'tlr I!Ome. What part of the cost ,. "'!'~""! I 

Secretory WIC'I<Am. P arity is trying to establish a fa1r relatoonslnp 
l:ot• ... n what the formera have to bli,Y and wl>nt they have to .. u. 

Mr. Boo"'"· I know; thot is the l'l'lttionhip; )"U d ho 'd 
Secretory W!CURD. And it goea bo.ck to 1900-14 an 1 .Y sao 

the f'flationship at that time wu fair and I'H80nab1e, and ~~ uys 
.,. shoold try to maintoin that relationship at the p,_.t Ul'lll'. ' 

Mr. n .. ...,.. Why do you want to take thoee datos; why do not 

,... ••ke a later date! . 
Secretory W•C'I<• AD. n.c.,_ Con~ ,...,. tho one to oet that on 

rbe first place. and it wu the opinion of Con~!"!"" and the .people 
'l'ho advocated the ltjtislation that was about tho ~ penOd we 
could find for all agricultural oommoditi"" I take 1t for granted 
thot i• what they were oaying. 

, 
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Mr: P ATJL\N. lf I may in~~rrupt tbore, I ba•a alwa,_ boo. 
that 1f you solecled the ~nod h-om 111011 to 1929 011 
,..u would arrive at the aame Bgune u to tab 111011 ti, 

S.Cret.ary WtCJU.RD. 1 do not think n-rily that 
and I am sure there would be a lot of variatioD& '""' 

T. wan~ to go_ back to lM fann wage ~ing. I am &orr 1 b 
that up If 1t did tend to oonfu88 you thiB morning 1t 1woul~bt 
!ncron~ tho index by about 8 points which, in tioelf sho,.. tt!f 
moludtng fann labor would not acoount for the wb~lo Y&lllt 1 

farm labor. It would ~nd to gi •e a little more weight or ,/' 
more weight, according to U111 eo&t of farm lAbor, but 1t ,;ould .:,: 
~it,hu eliminate by k~ing it out, or would not ..,,.... it by paltU.. 
at. an. ., 

Mr. B""""'· You are talking about the national figure! 
S>Ueta1y WJCIUD. I am tallting about farm pa_rity. 
Mr. BIIIO\VN. Do you know, when you are talking about pa,;,1 that half of the oost of p~~ng cotton is lAbor, and that tllOt CO.: 

not bu correct I I am not ta1kmg about com and whoat; 1 am talkiJl& 
about the labor in producing cotton, 

Sec1-etnry W ICKARD. Yes. Now, if we went back a few yearv, of 
oounse, when farm wnges oll O\'Cr tho country were cornp"rnuve.ly )Hs 
than they are now, of course that would tend to lower the parity indt&· 
but it would not teJld1 as I e:ny, to e.liminnte llll that. wouHI rome to i1: 
agrieultm·al commodities ns far as labor is concerned. 

Mr. BllCw". Do you think the .,.me rule would apply,thtn, u too 

r.roduet where half of tl~e c:<lO!I is labor1 as would apply to an .,n..t. 
unl product where pneti<lllly none ot it is lAbor! 
S~tary WtCJtAIID. Well. there ar& otl...- lhinj!Sthat pothapa hne 

alm06t as much farm labor COSt in them as cotton. 
Mr. lli!OWN. Well, what are theyt 
Secretary WICKARD. Oh, the vr,~rW~ble crops; toLeooo, 1 think,;..,.. 

of them. That hns n \'cry high eo&t. 
Mr. BROwN. Well, we have n different period for tobacco. 
Secretary WJCKAno. 1 do not think that arose out of the f•nn labor 

thing; it was because of the great di l!'cl'tlnee in consum1>tion and tht 
use of tobacco between 1009 and t9:4. 

Mr. BROWN. You know the average price of cotton in 11100-1914 
was around 12 cents, and you know that betwe<tn 1919 and 1929 it i$ 
around 21 eento-21.6 cent& Of eoun;e that bas l!OIDOtl1ing 10 do 
with it, as to why the avenge pri- in tb- years wer& piebd ~ 
~ret,uy Wu:J<AJtD. Any ~riod will give you a dilftrent P""i 

that II right. . 
~lr. W:u.LUd. While you are doin~t tbnt, why otlect eopo<11ll1 

ootton and say 1919-lfl20 when it was 40 <lellts a pound! That !'*Iii 
auit Mr. Brown. But wl>y Kloct a )Jeriod of 1920 w~en that II lilt 
ve•·y thing we are trying to avoid now, when tbooe pt1001 were •.boo­
lutoly unrea.sonnble as everybodv knows! Why include that •• 1 

period in tryin~ to fix pri0011 here! . 
If you talk about parity an(\ select that period •• tl!e boo1.0 for 

the paritv nrice from 1919-11)29, there may be 90metbing '"· th~l; t;: 
then to pick out a certain period here and fis that u tbe pnce 1~ k 
bill for one or two or three commodities, as he fllAAf'i(S. .I •• 
would bu absolutely out of the qu .. tion, according to nly m•nd. 
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)(r. Bao""· Well, I bue just u m!X'h right to my opinion to pielt 

001 IO yors N anybody ~ has 14 P'!'~ ou~ 6 yean, and I am aoiDC 
tho 1dea, too, that tbe mam oomu,IO<ht~e~ '"' "''-t, corn, and COlton 

'"'d 1 am going 011 to leave oot panty as far u I am ooncemed I an: 
:~ing to get • fnir_price fixed in this bill, 110 that t._ peopl; on the 
lirnJS con moke a hvm11, and I pro[l<l£e to ol!or an amendment. It ia 
nol .-.p·. to di.scuss 1t. I do not pro_poee to ol!er an aoumdmont to 
do a•"tY wtlh ,P"rlty••law~, but I am gomg to try to g-et fAit- prioel," 
fair t'f.iHn~ pr1oe fnr agr1cuJture. 

)fr. \VJI,UAWA. WiU. you let me a.\c you ft qu..tioo to flOe if 1 
uadtMood your question f Do I undtnltlnd you want to take tbt 
..,.r lil"'lond tel<• th.t as the bal!ll ,eriod for oarityf 
• )fr. S.O•J<. 19111-1~. ~tis, the ,...r afttr the .... , juot he!Oft 
lhty hod the lf'!'lt~ inJia!J'?f' they ever had. Why would not that 
bt oil riJ!ht I That lB peaeetune. 

)fr. Wu.l.tAXO. That is n_ot the mo..tion. I •m ••king von who!he~ 
,., want to tab that penod as the bast period to establish parity 
or wh•thtr you want to take the avera(le pri"" of thooe basic com: 
modities for that period and write it into this bill I 

Mr. ilKOWN. This is a price bill, not a pnrity bill. I om not trving 
to dtan)lc tho PJITity lnw. I wn11ld bo <tlod to h•vo the nority 'pro­
ri~on 10t1)'. in there, whether 1909 or what it is, just so the average 
pr"" l((lt8 on. 

M•. w,,,,,.,. •. Well, you oould not have them both in tbio bill. 
Mr. D10W'lf. 'VeJI. yon have two in rh~~ now; ,·on~~"" two r'l-..i""' 

;, tht,..._IIO nerttnl of paritv, or tbe price the commodity was sollina 
lor on the 29th of July. Tbal •• t"·o. 

Mr. Wn UAJ<A. Ia your propooitinn the,.. 1n put in 10 percent above 
por'ty. nr the avera!!" price from 1919to 19291 

Mr.""""'"· .lust like you have th•~IIO perttnt of parity, or the 
29thof.I'II.Y 19-11. You have two in there now. 

Mr. 1Vfi.LIAMO. Ynu are j!Oinp: to take, th•n. the ave•~ '"~of 
th""' buie commodities that you hove named , and put the ceiling on 
tltml 

Mr. l1•ow><. At the overage price. 
Air. WtLLtAMO. At tho avorage prire, or 10 perttnt above parity, 

whith••·er is higher; is !hot it! 
Mr. WtWAll&. At the average price. or 10 percent above parity/ 

.\nd. of OOUr81', you hove in the"' the olher provioion to lAke .. ,., o 
mtoin O'!Tienltnral oommodity producers, that ;., tho price on the 
~h of .lnly 19-11. 

Mr. WrutA:vo I did oot uJ>tlerstand your ,....itioo. 
Mr. Boow,.. Mv idea islho.t I want to see all ol the agr:c.lltllnl nro­

-.,. treatod aliko. and unit$ there i1110me provision like tho!, I do 
11111 oet how it can be done. 
?'!· Ckaw. Mr. Chairman. I hav• a rony of the ad~ress of ~ime 

lhntt<ter W. L. Mackenzie Kina. &vera I m•mhers of th• comm1Hte 
hove l'l'qii~P() other copi•s of the addreM, but I am nn~blo to'!""""' 
toy moro. rherofore, I ask unanimous con8ent to put thos copy '" the 
-rd. 

'l'llll <'n•ntMAM. The addreos mov be inl!trted at this point. 
(The matter refe!Ted to is as follow• :) 

' 

• • 
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lliiC'IWOD or di.GUIDIO 

'nltJ I• what ~ propo~~J~e to do. Jr ts nm• to ntKttnrand. It wiD be_,. d.Uiht11 to J:lfrftlrm. On 100 a ttf"r Non!mbtr IT. ttn. M ~n tniiT 8t'd • ., coodt or aunnly ""' ,.,.rvitft ttt A J)rl~ nr f'llte hi11Mr 1h11n tb(' mu-lmu~: nue co:her~ bt him tnr tuth J()O(b or lt.rTlt8 durin., rbe f ~ ttom u..-.-t 

1831 
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•1 dear ~enator Herrlnga 

Thia will aoknowle4go rooe1pt ot your latter ot vctober 13, 
lg(l relAllTt to oontraota r ao*ntl r let i n t he ?roo~ .. ent 
Avlaion f or t !ia oon.,.ral.on ot a quantity or aobuu into 
l ud 1alrial aloohol ~dar t he lend- leaae pr ogram. 

I a~ree with you that , to th~ ex t ent le&all 7 ~aalble, 
~v.t·. e:rort a1ould be ll&do t o place ordera, bo t h delt1111 &Jld 
.. ~ .• - deun .. , i n euoh a Jt&lllltl' u to utlllaa to t he !u.llut 
, oaalble ext ent all o! the pr oduotlTe !acllltlet o! tha country • 
. or .to•" • t ell you o! r1:f lOQG•tt&nd~ 111.! c:ontinui:;,; 1::1\crul 
... L.v paller un!ta 1.n 1.nduttr r • · lch wo .l d, wi t ::out = ceul ; 
e .. ~r t a t o help t~~, f ind lt lnoreaal~l. dl!! lcull 1! not 
b,"adble to ; artlclpate l n lhe !l&tloual Jeltnat pr o.;ru. l n 
l .. . a c:o.;n~otloL ;ou a.re o: cour ae aware ;,t t he Caot ~at t'loyd 
d l~ • • • desi~nated r ooently to gi ft t hl a probl.a hla att ention 

an •. la ,•r uently worldDg to t hat end. 11 ba.,. been ln t ouob 
wH h h'r:t and upeot t o eoop•r&ta t ully wlth hla o!!lc• 1D t bh 
rt.;ard. 

l wl&h t o t hank you a; a ln tor brlnglDi thl• matter to ~ 
at tc:1tloo and to au~e j OU of ~ dulu to bo aoq~ted with 
an, •ltuatlon ot oouern to t he Otpart .. , ent 1D -.Ili on ro" han 
11._,· r eaeon ~o bt>llne coB~ploh juaHoe 1a not belng clone. 

.• on, ; l yde L. l!errlDg, 

.nlted . t atea ~•nate. 

J:,.• C. Jr/ml 
10/14/<.1 

5lnoerely s oura, 

(Up .. ) a, leraoat»• • l•• 

. eoretary o! the Yre&IUI'T• 

#- - ... • .... 

' 
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WIWHI NeTOtt. D. C. 

Oetober 1). 1941 

Honorable llmr)' llorpnU..u 
Secret.ary ot the Tra.o1117 
Waah1nct-on, D. C. 

J.::r dear llr . S.cret.ary o 

1 apprecia~ ftf7 a uch the conaiderati on r ou pn 

t.o -:r prot.eat in co~cUon with t he laat !k-Hioh application 

tar alcohol. t o u.lte cert.&in that )'Oil lcno- that I wu J118t1-

t1ecl 1n 11111 proteet , I aa repaM.inc Ulat , 1n aplt.e ot the 

aaouranc .. cinn )'011 that the OPII had approftd tbe outri llht -

allocati on ot th1a alcohol to Oreat Britain without c-...lllna 

<k-eat. Britain t.o 11•• l.lP trca i ta ~· a t.once ot Ml.aaa• 

in nortda en""Ch ot t h1 a -t.ertal to permt c.......,..10ft ol 

Great. Br1. t.a1n 1 a 110laaa• i nto alcohol, the tact.e are that -., 

t.h1a wu called t.o the at tention ot the 01'11, the7 ~at.el7 

direct.cl Ulat. no alcohol be allocatecl to Q-ut Br1.t.a1n 11111•• 
Uda "clos 1n the-· att1tllde wu chulpd t.o prorlde !rca 

ita ~na• a torea t he r aw ut.arial t or 'omeu1on, 

11114 1 not c-. c11rect.l .7 t.o 7011 , the lAnd-Leu• liDS 

wollld heYe prorldecl t h1 a alcobol !rca oor o-n &CUlt auppU •, 

and II'IC].and 110uld han been pend t tecl to ret.a1 n ita • l.lU­

o! plloaa ot 110lua• """ in a torap in P'loride. 

1'1111• I .-caedecl, with r ovr auiet.ance , t.o t hia 

exte nt, t he aloohol tnoat 1n l'tl1ladelph1a aucCHdecl , t lroucfl 

conn1.,.,.ce and c:oll..-1.01\ 1n obt.a1n1oc the oontract lor ooo­
nraion ot t h1a alcohol , and th1 a in apit.e ot the laet that 

thea• .~ .. a..s oot11'1ecl u.. CPII tbat u..1r n11J.a _.. 

operat.inc a t capee1t.7 Uld t.bq oollld not ~ prodiiCt.ie, 

wbic:b i ncnuecl proclaCUoo U.. CPII DMCiecl to liMp t ho,..,. 

ot lit tle 1DduW1• t.bro\lltiOIIt t.ba tbitecl Stat.aa 1D operat.iGD, 

tba alcobol t.rwt. ncCMCied, by b14d1nc \bree-.1~ 
o! a cct leu than U.. S....S.peodeot. plaDt bid, 1n IIMp1nc 

th1a iDdependaftt. plant, wit h a capac1t.7 o t torv-n.,. t.houand 

pll- a dq, oat ~ prodiiCt.ion; th1a d• to U. tact that. 

a ll aftllable 1101aa- 1a 1lllde' optioa cr CGDWact to tbe bic 

CCDC- , _,d ~by obt.a1111DC t.h1a C<AiiW 61GD -Wact COQ]4 

th1a lade; '*'t. plat ba pat 1n operation. 
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Dear E1unor1 

Bert ll •- up-to-date 1Jl­

! ormat1on on tba coat of 11Y1ng 

wh1ch 7011 'Uf •mt to uaa ill '1f1'U 

broadont. 

Afhot1onatel7, 

ltra. Fra.nkl1D D. looan alt, 

'rh• Wb1 te Boa ... 

1). 7Jl. c. 

245 
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11.8 toe!-!f-ll!'ft' lMp 

!he Mn-of-U•1., 1Mu ooepu'" b7 Ult au-.a of 
Labor staUtUot 11 4ollpl04 to _..,.. ollaa«o• 111 U•1, 
cotta of waco olll'llort aa4 1ovor-aa1ar1o4 vorkort 1n tho arco 
o1Un. 'oo4 oont art 'bato4 on IIOII,bl7 quotaUoat for 51 
larce oUloa. Othor eottt aro 'bato4 oa qa.arhP17 q110tatioat 
t or 33 l&r~o o1\1tt, .. p~l ... ato4 b7 80ntbl7 quotat1ont f or a 
UaUed 1Ut of 1\Mo 1a 20 oUllt. Pr1tn are Ulltn ae of 
t he a144le of tilt ... , ... 

'fbt •ar1ovt eoat II'Ol&Jit art -b1nl4 oa tbt 'ballo of 
quant1t1at proY14o4 111 tbt •o-0&1114 1aa1ntenaaat• bu4cet. 
rne f ood II'OllJI 11 ~'" U t-• of 'he 1 a4equtt 41tt at 
alnlaua eoat• of the llvoa• of 80110 leo~••· 

on tbJ.t 'batll, tilt fol1oV1ag V11ptt are aulpe4 to 
the Yarl ou t 1t•• lllt.lnc Q the •••race worker'• ~tl 

, .. , 
Olothlac 
ftoat 
r.e1, e1M\Plt1''• 1oo 
llo•ao fl&l'alllll.,t 
IUeoau ...... 

ro,a1 

Ptroeat or total 
33·9 
10.5 
U.1 
6 •• 
•• 2 

~ 
11140:111 art -putl4 b7 ol\111 1 and tbt 1n41Y14a.al oU7 

l ndazu ... Ulon -b1al4 oa t bo 'ball• of 1930 poP'laUoa 
dt ta. 

Tbt Buroav of Labor s tat1tt1ot oott-of-11•1-« latta foP 
S~pt .. ber lbovt .. 1Mflaot of 1,1 poraent 1a the llJIIll 
• onth bttvoen Aagatt 15 aa4 Bept .. bor 15. !b.lt 1t '"' tllarpoot 
Saln la a., ••th t1.all tbt bog1anlag of the war. U -• 
t btt the ••one• woner 111 tho l&PCO tUltt -•• PAT 9.6 por­
oent 110re foP lila faallT'• aalntt .. ot tbaa ha ~ 14 U tbt 
ore-war -tb of J'lulo 1939 · Tvo-tbJ.rh of thlt 1111 ...... 'bat 
0 OOU1"2"od t1Mt laP .AN'b • 

. 
• 
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........... Ill 7',_,~--- ., aut ........ . 
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..,,__. 15. • ... ~ r.&•-... ... u;'.C • 
_,..,.... tM1a ~ L.!.'t# U. 1 111 Hi' &a .. 
P" .. - _.. - - • !111 l.lllwelt ....... I..U, 
lltpl•MI' .. la e1eQlq ...... ~ .. , •••••• ' ·1 " .... ' 
OYIJ' lU Mpd lJIIa. 

orta.e ~ * llln"'» ~ .. • •»• o.t a r •• ~1 
Dlrtd• et .... r.a ... lldl..aM. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DAn Oct ober 22 , 1941 

ro Secretary ~:orgenthau 

••o" H. P . Vlllite 

A momorand~ dated october 9, 1941 , was r eceived 
r ron ::r . Close, t he :cinister from South Africa, concern­
~n; the South African request for (1) steel plates for 
~a1ntenanco use 1n the Sou~~ African ~old cines, and (2) 
steel and steel plate oills for the South African steel 
industry . 'l'"ae follotrl.n; should bo of interest: 

1. 'ilitil respect to the neod ror steel pl ates i n 
tho ; old mlnins industry, no fUrther specif ic evidence 
is presented. It is stat ed simply that ~old producti on 
oust be maintai ned because it is "one or the vital 
sinews or war" and "supplies the life blood r or all our 
,,o.tsrio.l war effort". 

2 . Steel industry. It is claimed that South Africa 
h:u not only equipped her own e::rmy of more than 100 , 000, 
but has become o. most important source of supplies and 
equipment for the Empire forces in E3ypt , Palestine and 
the !lee::r and !.Ii ddle Bast . The importance of her steel 
l:!dustry is indicated by tne pr oduct i on of such equipment 
as ~u.~s , ;un sisnts , shells, boobs, t~s and a~or~d 
ears . It is emphasized also that Sou~~ Africa n~s oeeane 
en important repalr and replacement base for tan.<s and 
aircraft , and the a .,reent1le oarl.ne and naval forces . 

• 
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Stcrttary of StatE, 

~laehington . 

GRAY 

Hong Kong v N. R. 

DatEd OctobEr 22 , 1941 

Rtc 1 d . 5 :40 p. m. 23rd. 

436, OctobEr 22, 9 a . m. 

For TrtasurJ fro~ Cochran: "ArrivEd Hong 

Kong 9 o'clock l ast ni ght rrom Chung King and 

lte.ving 10 a.m. t oday 21st for Shanghai . 

Plan to r eturn to Hong Kong f1ret wttk 

Novmbtr and takE cl1PJ>Er from l~anila 14th. • 

SOUT!i.ARD 

CS3 
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roplY refer to 

¥aob.incton 

Octo 'ber 22, 1941 

:~ denr !·lr . :Bell: 

Nr. VilhP.jalDrur Thor, Cb.al.rm&n of t he Icelandic 

Oo~er.....,nt Trade Delo3'ltion, ilaa expruud t he hope 

~t hio Oo• erneent that t he United Statoo Oo••~nt 

heo no deoire to exercise a:ey l....tlWIDCo onr the rate 

ot excban&e 'between t he Ieelan:Uc kronur and the 

u~~ted Stotes dollar, 

An indication of tile oatu.ra of t ho replT 'fhleh 

t~ay be made t o !.Jr. Thor' a inctu.iry 'fOu.ld be av>rociated. 

Sincere l1 yours. 

For t he Secretary of State: 

(Slt:ne4) .. . A. S.rlo, Jr. 

Tho aonorable 

Daniel \1, llell 

Adolf A, 3erlo, Jr. 
Anictant Socretat')' 

Under Sccretnr.7 of tho Tr aao\lf7• 

Regraded Unclassified
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ID ttP11 refer to 
n851.51/2913 

Oolober 22 , 19~1 

!he Stcretarr of St~te preoento b1o 008p118ento to 

tbe Bonore.blt tbe Stcreta.rr of the 'rre&tuJ7 &D4 tre.n .. 1tt 

berew1tb a copy of etr1ct l.T ooDf14nt1al derpatoh no, 3272, 

dated October 10, l~l. troa the .t.aer1ot.n kbeoq at 

reprd1DC otocl<o of cold at llalrar u d -purcbaoe of COld 

1>1 7ortupl, 

!nolo t\11'11 

D11patch no. 3272 froa Bueno• .Ureo, 
Ootober 10, 1941, 

255 
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...._ Aifta, Oote'-r lD, 19111 

tro. 3272 

SOBnO! I 1'!0011 al GaLD A!l DADa AID llliiCIIAII 

aJ QOloll IT l'OII!l'UG&Jo 
nAII•IftiiO OODXDII!UL ICIIIOlldlll 

Str1oU.J CO!fUyUa1 

fl. Boaorallle 

!lie Ieora~ ot ft&ta, 

81r1 

I 11&-fa tbe lloiUir to traaaaU beravitll ho copl.ea 

ot two ~~~ ooati4ei>Ual -raada p...,.r.t 11r tbe 

Br1Uall lliaieh:r ot llooaoaio V.rtar• oa atoob ot l'raaall 

col4 at IIUar, aa4 on ~· ot col4 aiaoe tile Meia-

ot *loll b dated I~ 1£, 1941, aa4 tile latter ot 

llll.ioll 1a _..,&4, wn ~ to tile Br1Uall ..... ,. 

troa Lo114oa a'IIO'IIi tolD' -til• aero - llr. altar ·~ 

ot tbe ator-Uoaa4 IU.Jdatr:r (IIIIo wa -'l:r-" 

Plret laoretar:r aa4 Phnnial CoaMlor ot tile •liMa:r). 

lt ia ,....ratoo4 that Jlr, 8111011 allow4 tbell to llr. B. 

llarla Goolazu ia tbe beMal7 ~-' at llaaii'&I'Oa 

laet .AprU or-.. 1lod U ia '-1t.n.4 tllat tile ~­

-'• ot ft&ta aa4 tile traanr:r u,td viall to llaft 
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co~iee, Ur, Siaon penoitted theae copiea to ba Dlde 

on tho lll>'lorotMclillg that the;, V?nl~ be conaidarod 

otrlctl.y cont1clent1al Alld VOilld be e&rofuU;, protected, 

~cloruree •• stat ed 

rue lio . 851 
!(:: • 
.. tt..'G:cc 

A true ccp;y 
of tho oi gnocl 
or1s1nal !-10 

Rooepoctfllll.T ;youre , 

25? 
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At the tiM of the Ant.Uco the cold llllcWr the contl'<ll 
ot tbe J'rench Oo,.ernMnt 1a reported t o ban been: 

Bank or rranco holding 
Belc1an Gold held by 

Bank of J'renoo ao 
OOTOr for Belgian 
noteo in J'raoco 

u,s. $ a1lllon 
~.ooo 

~ 
2,021) 

In addi tion there ll&o a.n unlalovn , .. ,.., hold in tho i .xcha.nge 
Stab1l1oat1on l'\ID4. In Karch 19l!o, $ 709 a1111on wao tran&terrod 

258 

to the l'\ID4, but there 1• no 1ntorat1on ao to bow web r e,..ined UDopent 
at t he dAte of tbo Araiotice. 

2. !bero ,., alto a conoiderable O..O\lDt or cold , ootl.aated at oo.,. 
$220 aillion, boarcl.ect in han~• but t bio, being ocatterod in p rhate 
aeco\lDto , w.o outoi<W goftX"".=nt contJ"Ol and only part or 1t •Y ben 
boon cot aw.y by retugeeo eltber to IIDOCcupied J'ranco or abroad.. Wllat 
vaa left will fall into the b.c.Ddo of t bo o.,......,, 

3· Ot t he abo ... $2 ,020 (pluo any aold in the J'\llld) the following 
&010\lllto were already held P.broadl -

In London 
In Canada 
In U.S.A. 
In Mart l.nique 

$ j~~1ll10n 

280 
376 
507 

__ill_ 
l,'liOi 

~ . !Ilia 1&&1'10 ao- $612 aillion (pluo sold 1D tba 1\lDd) 1l1 the 
J)rocooo or ro......U into oate keeping at the tiDI of t bo coll&pao. 
Gold on board ohip at t hat thlo, 1notea4 of being cent to Ea&land or 
t he United Sta teo, wao di,.orted to Dakar. 

5· In &ddit1on to any J'rench cold ... ban oathtactory endenco 
that ooae $184 aillion Belgian and aoae $80 ~illion Poliob gold waa 
aloo aont t o Dakar . 

6. Reporto of gol d arr1Tlng i n DIJcar refer to 900 tono (ono ·re!)Ort 
oaya 1,000 tonal and to 250 tone. It io not oloar vbotber tbe 250 tono wao 
additional or altornatin to, or part or tho 900 tono. :But t ho probabilit;y 
1a tbot tho 250 tono woe part of tho 900 tono and retera to the Belgian 
and Polioh gold ( -.bich actual17 wuld we!cl> about 234 tono . ) 

7. Ao t ho $612 a1111on referred to in paracraph 4 &bo1'e a..\lllh to 
&bout 545 tono, a further 121 tono (-.JdDc with the 234 tono Bolci&n 

• 
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all4 Poliob p14 a hKl of 900 "-•) or~ $1,36 aUlion ~ pel'hllpo 
-ooaa~}T M ~- ao Npft-UJIC tllll -~ of tllll lmM­
Sta1>111oat1oa, ao tbat tllll toKl '-b p14 plJIC to .DU:ar ~ -..., 
.,..,. untat1n1:r, ootiatM at OOM 666 toao or $ 7'13 111Ulon. 

8. !I'M COlA Wicll arrl.YK at llllllar 1o reportM to baft bMa ta1ooa 
l.nloAd all4 otorod n.rl.ou}T. a1oac tllll rail~. at ru •• ""' ll&;roo, 
or at tbe ra1lhao4 at ~. 

9. lleporto, ot ftr;rlJIC rella1>111t:r, rotor t o tllll oubooq\lallt ao.,._ 
aooh of t he pl4 ao tollovo1 -

(1) Oot . 4tb-fth 

(2) llcrr , lOth 

(J) Aht. lOT, )Oth 

(4) Doo. 4th 

(5) Doo. 5th 

(6) Doo. lOth 

(8) Doo, 24th 

2,4 to11.o arrlftd 111 L1o1>on froa the ~ 
de l 11tat du Maroc. So.U to ban COM froa 
Dalcar. 

10 tono 1111t !rca .DU:ar to \1111 lloDic of 
7raace. 

l toll to.D~~ pl&ao froa la;roo north•r4, 
(reported to 'bo !olPU co14) . 

50 tollo loa4o4 at IloJr&J' on to t ho cllllloor 
•P~t• 'IIIIich l.tt llen dt.:r tor All 

=lmoVIl dlotlll.t.Uoza. 

About 7 tou arr1To4 at llt.zaque do l 1itat 
du Maroc, Tancln, an4 ..,o to 'be ooot to 
L1o1>on 'by air ao 00011. ao poool'blo. l'urthor 
.-.porto 1ot.ft 1\ Ulloortaill 'llllothor or not 
thio ht.o 'bloll aotual}T tlo"" to Lh'bon. 

l /2 ton arrlTOd 1..11 St.lltoo, :aruu, froa 
Co.oa'blanca oou~.c~>ad to tht. l'ronch li:to'bloa:r, 
lllo do Juolro. 

u. OPftoldiAt Dalpiao0 ,.o dllO to lot.ft 
Oran tor Mar.Ullao with 6 trol.&ht care 
p14 (ootlll& ... at 32'-56 t ou) froa ca-
b~. oald t o ban ooM troa .DU:ar. It 
1o poool'blo tbat thio 1o tht. 50 tou 
retorrM to ...Ur Doo. 4th a1>on) • 

lleportod tllllt leld •o MiiiC trauportod 
replarlT ~ tralll troa Co.ao'blallOa to 0 roa 
tor rranoo. 

111 ,a...,.re.ph 9 a'bOTo tbat we haw 
10, lt 1o ol•r troll tho -~ ldootbltr tllitro hal-~~ All7 co,... 

11ot tutnoloat iato ... \AIIIl to ~ J.t'rloa to 1vopo or oloo.t~ne. 
oii!.ora'blo rotun of ao:a hOa -ot 

of OWfnhlp of tllll &014 otUl 
U, !1111 oalT ...... otl!!_'c(.:.:r"'th liOT,) tba\ 700 allliOil co14 ill V.d Atrloa ,.. a repo..-. ~ • 

• 
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t....,• ..onh ( ' •• '-•> of • •lcUa .. u • 11a1ar 11114 -... 1101t 
to 0..-.Q' lir \118 lllaak of • 11' • ._ •Utll* oaatl-tloa of nail 
a t reuaoU oa- ( la DoQiallft) hoa \118 npon of • •-••U• 111n 
a rreacb rqre_ia,ln 1a 'hrh'ac'oa. 

Ia parapllpll 9 ( 1) w b&ft ooaflr.to17 eYiU.O. hoa aa la .. .-
capt of aacotlaUou ••- tll8 lllaak of~ N4 tll8 loU: ot Pomap.J. 
tor tho aale ot l eo1140e 6o a1llt.oa (2,JII tou) ot ao14, tla1luJT 
pare.crepl> 9 (5) h ooatlne4 'b7 lateroept 1a Ooto'ber eholllaa M&Otlatlo"• 
~, .. ,,. the - ho 'ballka tor the t&le ot • tanll8r :I....Uo 171 allll011 
(6.4o tou ) . 

16th Jaa.-17. 1241 1 

Cowteot~l 

Regraded Unclassified
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JUjl OJ 
!ilLIW 

1M t1ew til IIIlA '- l'wl I 1 .. V. I. A. ...... Sa 

JUt 191!o, e,..ne le 1 - 191!o 'Mllll ucJI,S'tle. :rr. 
~'•'• 9\ll ¢1p; 1 '- -'S.. to .,._ T511.ooo ... 

repor\o4 (ta a loUer daW Oo\o'ller J.OQ) \7 u. •nua 

lllb&av, :LI.eboa, u4 ooflll...._ tMa -rehl.p - .. 

111100 thia a&to tlM tollo..UC elliJ~Ma'• II&Yo \o& aoHAa-

~ 
Y.WII II .., •. 

! 
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1. Oct. 16th • • SJIDQbor41a •• 2,613,000 l •• bporto4 \7 ftoptoN 
2!1.10.11o .. -~ 

2. Oct. 17th •• ,_ 41.AJ.oaqMr 1,u~.ooo •• 
to P,Lll, 

}. Oct. 20th .. s-11llv .. 2, 713.000 .. l.oporto4 \7 :LI.a\oa. .. .. .. OoaoliU4 to r.u • .. .. .. (latoro.p,), 

4. Oot. 27th •• :a-\ loa .. ,,170,000 .. CoaalJD04 to r.s.J. 
( latoro.p'), 

5. Oct. 2S'Il ., laallipel .. 1.1111o,ooo .. la,....,,, ala le .. .. .. oaUatoA ti'08 tJM .. .. _,., ot the 1.-

.. .. •• -· - tlt1ell la •• .. •• tloll65. T,, \U "" .. ftlu et pl4 Hille .. .. oUctat17 lo-

6 ...... }r4 .. IID\er .. 3.279.000 .. JllporW \7 I4 ... 

7 ...... 7th .. :ID&Yia .. 1,..,..000 .. JllporW \7 :LI.a\ell. .. .. .. Oou111114 .. , ,Lll • .. .. (ia~) • .. !OUJo 15,6!57 ,000 .. 
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ol ................ l7lllo .... -- ............. ,_ 

~ t tlltW, .. tb lft'lw.l lt v.u. ... it .. -
U oa lt ow lllf-'tea fNt.., - o1 .., otMr ~ 

... ,.. !be ,,tal -- ol .. 14 ....... ,_ h~ to 

11.a.A. ~~~&rf.ac ,._ Dto•• 1gllo .. ~- t75,1~,ooo. 

*•••· llorloe, ·- " ~ ~ aU ,. .. -

pltoe& ta :r.o.._ ol pll. eldplea\e oa MllaU ol \lot letk ol 

Po~. n., '-" cb·• •• ta oollf161aoe, a u.- of aU 

Ul• ohlpttah oa llll1oll U1e7 ban p~ 1u -· u4 Ulle 

lllllliiM1 all 4\J h oa..,... ~-- Ue\ trw,... to 

:routb ... wl\11. \lot nDoopUoa ~ :.!.~ !M.,. .U. wll1ala _ _. 

to a to\al of $3,1!9o,ooo _. _n.., oo•tc-ete u.a 

t he r11\, &114 -• ohl;ppe4 oa Pomp" or lfollk ,,_.,., 

u4 llorloe, !o .... 6 IIOk lltn etltl4 tllat, la new of thl .. 
' 

it aT Mft pro-' :POIIl'ble to plaol Ule 1...- oa tlla.,. 

la Porw.J,, eo tilt' U •-' •• 'bl 11.-4 tlltt '"-".,.... 

aot oa _, of till lair: of Por\11111olo 

to -"•• $71,1Zl,DOO-. ..,_ to 'lltn- ooaoo 

ll.cM4 'b7 tM ... ol Porhp1 , *1~ • ~ u.ll9o.oao 
-· ~ ]iii'OIItlll7 alee 01 -·-- ol \lot ltalro ... 
• !)6.).000 _. .... _.- U.. J, I. L _...,. tilt letk. 

li, ..._ ...., ... .- - ..-u Ooto~ 19110 ..._ P.u.-a 
&ell. ... _.. of \lot lair: of Poi'Wpl ~- ,, ..-.. 

910 1111Uoa ,..,.... or t69 1111Uoto la tMUta, ...,. 

t22 111llloa -. Ml& - \M JtU ot _._. ol \lot Por-

""'" '"'~· -.ld.llc. to\al ol $911111UOto 
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Oa ~~AT Jlat l!jl!O the IIIIOUJlt ot &Old held 'b7 the 

Joc!eral b11rn BaAl< tor the BaAl< ot Portl>pl •• $23, 139,000 

( lnteroepted let \er troa :Bulk ot Portl>pl to Jldoral ae .. rn 

:Balik) . 

Dur1nc the ... k ell41nc October 16th, the cold roo•r.e 

•• 1110roaoed 'b;r 272.5 a11Uon eocudoo or •::o a1ll1o11, 

w'ithou\ &117 corr•c>oll41ac tall 111 toreicll balellO"l a 

t ortllicbt lahr t here •• another rho ot $2 lllilUon, ao 

that on Oot o'ber 30th. tbe lateo\ date t or lhich t he 1'1cul'lo 

haYI 'been pul>l1 abed, \he COld l'IOil'YI OtOOd at the 

aqu1ftlont ot •91, 4 a1111on (s .. .l.ppa.ll41x 11) , lt 1o 

pooa1'bl0 that the $22 IIJ.lllon 1110roa .. roprc11nh \he 

!l'ro3.aur)' COld, 'llhlch -7 hon 'bean oold to the :Balik, It 

t h1a 1o tho oaoe, \he total cold 1a ott1clal Portue:uao• 

poooeto1on 1a UllOhollC•d at $91 lllilllon. Oa the o\hor hall4. 

cold under earaark on llq 3lat plu. colt kilO• to han 

'bo ... e;~ported alllce 'b7 \he llaDk _...,., to $94.3 a1111o11o, 

(lt the c!Dub\tul ohl-h are wlu414 the t oW 1o 

. 97, 7 alll1ona), !'hi a indlca\11 that aoao COld .... haYI 

'bM11 acquired troa outoi•. 

6, We ban 'beell 11lfo,..d tbl&t about $2,11 a1U10il J'r....,h 

«old, lh1ch the llaDk Por~ bad ~4 to baT. arr1nd la 

Lhboll on October 4tb-5\h. l'ur\her J're110h cold. to \he 

1.110unt ot about $7 a1111o.._ to 'be boue:ht 'b7 the llallk, 414 

110t arr1n until tho end ot the .,....., Jut lh•e MT ban 

• 
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7. 

•-pe4 ov.r DOt~ 0\lloor reponed. oo ... tpsnoh ot Jreao1o 

,ou whlcb. po .. tlll7 ••t to I4eboa all tool< pla<M at a 

l&Ur 4&to tba& l onaber 7th. a,c. tea tou t.._ liUal- to 

Juqu 4& ,..._,. 011 lon.ller lOth. 

lllftliL'llO» Ol !'Ill OOL:D DP011DD !'0 11, l,.t.. 

!he lll.Uata .S.oU•Uo11 ot \ho pld. eb.lpP&d. to 
11,1,4, 111cbt baa-

(b) to be oo14, tho pro ... 4e balllc l>olcl. ao cl.ollaro. 

(o) to 1M ua&4 to llqu14&ta the l or tucuM _.,. 
aci.Ter.. tra4a balalloa 111 11, S .A. 

(a) Ot olll7 OM ohl~11t, 'lo, 1 1D toreplQC tabl e, 
cl.o w lalow cl.atlllltol)o tllat U •• cl.ootlnocl. to 
1M holcl. 111l4&r eararlt; but thOro aro lllcl.l•U oao 
troa o•oorob.1p 1otoraUo11 \loot part ot oorta1D 
other oonalPMIIh wro to bo hold. Wl4&r _,.lt, 

(b) Tho publlob.o4 fSCUreo ot tho J&l1k ot Portupl1 a 
'bal&DOoo abroacl. ob.ow &II lllcraaoo t roa .t.ucuot 7th 
(the lowot poillt ) to Ootobar 3lot of 176 allll011 
oooucl.oo, or about $6 allllollo ( - .t.ppea41x 1) , 
!h&oa 'b&lallc" are not , ot oour .. , all helcl. ill 
to1laro, tho1ICio prollan7 a 1arce part ot t"­
aro, &llcl. tl>o illcroa .. -:r be par\17 attributed. to 
the a&lo ot cold. tor toll&ro ill l aw York. 

(o) !loa Por~ .. rlalbla a4Yer .. ,.,._ ot tra4a 
wUh 11,8,4, tor ~tober 19110 •• $7 alllloa 
for Porhpl aloMI 1t \ho .... 1ro 1o 1110l!l4M, 
t hh 1o 1JOOr•a&4 1>7 &~~~~\bar $1 alUlolll; oo that 
1t 1a pro'balllo that - ot tho coU 'bao b .. ,. Ual4: lD llqu14&UOil of tl>o tr&clo 4&tloli, 

S, Tho illplloatloll ot (b) &114 ( o) 1o that 10M of tho plcl. llao 

boo11 aolcl., ucl. the proo .. 4e olther colac to owll Portupe .. 

cl.oll&r 'bal&DOoo, or P67 ott tracl.o cl.obt •• Jut .S IICI Oot ober 

t haro h&o baoll a Hftr .. ..,,_,.,, !'ho J&alo: of Portupl llao 
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cue .. reo~•• a tot.al of $U 111lliollo .,ru. of colt!. tbl 

4ollart 'beiDC dr&• troa 'bor.lallC .. w'l\h YV1ou1 'bellk1 , ..,, 

hat oleo, Oil or l'bout :ro'bJ:'U&I'T 8th, 'bo\lCht $2,~ ,000 co14 

1n Un1 te4 Stat11 troa \ha B,I.s. (Ill .I.J1poll41X 111). !rhh 

laot aaout 11lolu4oo tha ohipooRh ot $563,000 aJ.rlldT BOt e4, 

81lother oiJoilar 0118 .,r\11 $338,000 wbioh h otill ill tronoi\1 

the 'bor.lanol ( $1,35J.,000) COM I fro& lluioh C014 htl4 in 

U, S.A.., which tho llaneo are oelliDC• lb'bj eot \o Uoonoe, 

to tho B. I. S, who are re-01lllDC t o tho Bank ot PortaclLl. 

A. pooai'ble conclu.ion to be 41'1WII troa \11111 pu.rch&Oie 

ot co14 it t hat the tranoactiono fall illto \ .. oatecori .. , 

ll&III}Jr, the o:rport ot C014 for ~41o\e rea.lilatioll an4 

uoe, po"i'bl:y Wla.rtaken on behalf of t hir4 partieo, 8ll4 

IJPort tor ITintuaJ. earmark: in ora.r \o Olfe(;I>Ud ~l:oe Bonk:' 1 

gold. 

10, Duriac rece11t 41ocuuiono in Li o'bon 011 tho Por tllo-

CUIII 'balanoe on the Specia.l .l.ccoW>t 1n U,K. Dr. S&lalll' h 

oai4 t o haTe wlcoae4 the gol4 gaaran\ee -~~ U a.llowe4 

hi:: ~ a.oplete hit COld retOZTOI to &OqlliH 4olloro, .1.\ 

the aoaen\ he it 4oi~~& juat the oppoeito. 
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-(..J'!"3X. !ll. '!S 
~ ~tlf'~~ 

l:&l!E AliD J'UG 
OIOIP v.um $ llEiwtKS 

! Se.o Thome Port. Jnr.• Stll 2,048, 410 
22114 t:IQ!J:liner u.s. 1, 370 , 157 

• 24th 1le.coata v. s. 1,}29. 452 

lu11 <nd :::oulibur u.s. 4o},439 
• 6th Axc&;obion u.s. 1 ,656, 625 
• 13th !:x:et:er u.s. 1,799 .64o 
• 25th Smehor·da t:. s. 2,J61,043 
• 26th Exilona v. s. 2, 376.248 
• 2Jth ?ero de 

Alenquer Port 624,4o3 !lot inaured i n London 

•n&· ltt !!ea. Hellea Greek ~7. 296 II • • " 
• ht :.:xcalibt'r u. s. 2,}15,093 

•• 8th Excambion u.s. 2,5}5.931 
9tb C()lan%& Port 6a:l , }93 1:ot inaured In london 

15th :Oat~ u.s. 2, 390, 213 
• 22:1\i 3xochor d& u.s. 2 .• 964.350 
• 2}r4 :SX..Oelia u. s. 2, 321, 536 
• <oth :1:xe&li'n: 11. s . 2, Scio, 723 
'30th :Sxt8v1& u.s. 2, 5;1. ah6 

t :rea Helle.• Gr cU: 57},1~ Uot inaured in London . e}t . Jrcl 
II 5th ~xcubion u. s. 3,019 ,9 
• 11th ;:,;eter u.s. 3.o:n.373 
I <5th ::;mali bur u.s. 3,1}6,006 
• C:3th !!alto saki !.!aru J~q> . J ,l}6, 113 

)Oth 5M ~om• Port 1,3}2. 499 

• ~ct. 2:><1 ~~bion u. s. } , 110, 968 
2nd ~lbnet Jpan. 2, 550. s1:4 

I 4th :iea E.ella• Greek 559. 286 ::ot inaured In london 

8th love en YUC!O•· 6o5.629 • I • I 

9th .:x111n u. s. } , 26o, 288 
• 16th ~xochordia u.s. 2, 68~, 000 &pprox)Known a s conaicnecl 
I 17th Pero de Port 1, 11 ,000 ° ) to F,R. B. 

A.lenauer 
I 20th Excali'bur u.s. 2,71} ,000 • 
I 27th Excambion u.s. },170,000 • Condgned F . R.B • 

I 28t h san t:igo.el Po lith l,W!o,OOO • 
,. 

)rd } , 279.000 • 
.. )'7. !!.xeter u.s . Co:>aigned F.:a .:a . 

I Hh :Sxt.:.via ~. s. 1.1158.000 
I 

.c·~ .. 74.511,000 ... 
27t h :::xteter u. s. 56},000 Propertr of B.l.S. 

75.174,000 

Regraded Unclassified



APPI:!!DIX l l 

BA!llt 0!' POR'l'UOAL l!i:'i'IIRliS 

Regraded Unclassified



~ 

Oo\, ~tb 

Oo\ , J)tb 

!leo, 2}1'4 

.Jaa, }r4 

.J .... ' 111\ll 

.J .... 2ln 

J'eb, ltb 

~ 

hb~e ohowilll; &>llara COnYc~e4 1D~O CQld =<l.er ........ 11: for ~be llaDlt ot Portuco-1, aJ>d 
the llauka troa wldob ~bq sere dram. 

Alllwr ro Bill li:ILD OIL\111: liA.TIOllo\L 
UB&i iilhL\If ll1lllt 

... 11, 000,000 •• 2,000,000 2,000,000 

... 2,000,000 .. 200,000 900,000 3()0 ,000 600,000 

... 1,000,000 .. 300. 000 700.000 

... 1,000,000 .. 5QO, OOO 5QO, OOO 

... 1,000,000 .. lloo,ooo 6oO,ooo 

... 2,000,000 .. 1,000,000 5QO,OOO !100,000 

... 2.§?,000 1 1 l'j01000 

u • .,,ooo .. 5.7,,000 J , lloo,ooo 9QO,OOO 2,)00,000 

... 
••• 

... 

. .. 

... 

. .. 

... 90Q, CX!O 

900,000 

Regraded Unclassified



( 

-

TREASURY DEPARTMENT 

I~ COMMUNICATION 

8ol4 to co ... rclal ooacorao 
Pv.rol>aoe4 froa "o•orolal "oacorao 

£)14,000 
£1.),000 

Ope .arnt otorUac ba14 oteedT at 11.0)-1/2. u4 tban .,.,. ao reporte4 
tna-Uoa o. 

!Ill Ar,.auao fro. peoo, vhlch hao oboe a ooaoWbat flra ha4hcT thlo 
"'*• coaU...-4 to l~~pnw toU!J. !be cloliac cpotaUoa vu .2)75 u cOIIplft! 
vHh , 2)6o ot tba ee4 of lao\ walt. 

'fill 11~ fno pooo a4YUCe4 heatr-tlw polah (l/111) to clooo at 
.lt675· 

Ia low York. olotlac qQ.OtaUono f or t he fonlp curnnoloo 11oto4 'below 
VIH U follOVII 

OAA141aa 4ollar 
JruUlaa allnll (fno ) 
Ooloahlaa pooo 
ICozlcaa peoo 
Toaosul&D ho111'1l' 
Cv.llaa peoo 

ll-1/~ 41ooouat 
.0505 
·5775 
.2070 
.2&50 
1/. 4locout 

thoro wn ao 111114 ,.........,uou co,_t o4 bT ~ to4q. 

!ho Jo4ore.l leo""" llult ot l ow Totlt roporte4 t bat tba - of CaM4a 
oh1ppo4 $2 ,719,000 1a 111114 trca CAAI4a t o tba lo4ere.l for .uout of tba 
Goftr•ODt of CAAI4&, f or oalo to tba low Tol\: .UIIT Ottloo . 

ID LoD4oD, both epot aa4 fo.....-4 oUTor ..-11114 at 23-l/24. O(Uhaloat 
to 112.6u. 

tho froa81U'J' ' 1 pvcbuo prlco for fonlp oU nr vu IIDOIIADce4 at 35~· 
llaa4T aa4 ~·• oottloaoDt prlco tor fortlp tUTor vat aloo """IIADce4 at 
3 ...... 3/~. 

We aa4o ac oUTir parebaM• toW• lD faot, eo oUnr baa 'beoa offon4 
to ... o1Doo Octo'Nr 2. • 
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RES'I'RICTm 

G-2/2657-220; No. 525 K.I.D., W.O. 11:00 A.K., October 22, 1941 

SITUATION REPORT 

I. Eastern Theater. 

Ground: The German High Collr.l&nd states that, with the 
capture of Dagoe, the last of the former Eathonian islands cover­
ing the approaches to the Oult ot Riga is now in German hands. 

11est ot lloscow. the oa ...... ne claim to have broken 
through Russian tortiticationo in the vicinity ot Boroovk and to 
have eotabllohed a bridfehead over the Nara River at Naro-FOJ:dnok. 
The German infantry haa not yet closed up on the anoored divisions. 

North and south of Kharkov the German advance 
is pthering momentun. The drive southea.st of Kharkov endangers 
the whole industrial area of the Donate Basin. 

Air: lloscow under-Nent a heavy continuous bombing all day 
yesterday and last night. 

II. :·/estern Theater. 

Air: R.A.F. raids were wideapread, including Bremen, 
Brest and Lorient docks, Aarhus in Denmark , and the Lorient sul>­
marine base . 

Newcastle and Dover were Germany's principal ob­
jectives in England last niibt. 

III. lolicldle Eastern Theater. 

&!:,: Naples received the heaviest pounding of the war 
from the R.A.F. last night. Benghni, in Ubya, and Catania and 
Acireole, in SicUy, were other objectives of British planes. 

RESTRICTm 
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'l'REABURY DEP ARTII!:N'I' 
Vaehi~on 

FOR IMMEDIATE RELEASE, 
Thursday, October 2}. 19~1. 

271 

Pren BerYlce 
No, 28- 19 

Secretary of the TreRaury MorgenthRU announced t~y that 

the aubecrlpt1on booka for the curr ent offering or 1 percent 

Treasury Notee or Serlel A-1946 wl ll cloee at the cloee or bull­

ness Friday, October 24, Thle otterlng 11 open only to the 

holders or Reconetruotlon Flnanoe Corporation Notee or Berlea P, 

maturing November 1, 19~1 , and or Cbmmodlty Credit Corporati on 

Notes or Serlee E, maturing November 15, 19~1. The offer to apply 

the proceed• of PftYment or the Serle& P notes and the otter to 

purchase Berlea E notes, ln either oaee the prlnolpal proceeda d 

payment to be applied to ' payment tor a llke par amount or the 

Tre~sury notes, wlll alao t erminate at the close or bua1nees 

Friday, October 24, 

Subsor1ptlona address~d to a Federal Reserve Bank or Brftnch, 

or to the Treasury Department, and placed ln the mRll before 12 

o'clock midnight, FridRy, October 24, wlll be coneldered ae bAYing 

been entered be torn the cloee of the aubacr1ption booka, 

AnnouncemPnt or the amount or eubeorlptlona ~d thelr 

dlvislon among the ae~eral Feder~ Reeerve Dietricts wlll be ~de 

l~ter. 

- oOo-
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s~:~roul: 

f!l(Jr: 

S: 

~J.Jr: 

~ : 

:i.•.J r : 

S: 

:-:r.Jr: 

5: 

•· Jr: 

S: 

·n:Jr: 

•• .. 

Good morning. 

October 23, 19~1 
12: 05 p. m. 

HAllo, Allan. How'~ ehe going? 

· .. ell , she'e going ver y well. It ' s another 
one of those caeee where tor the moment it's 
going perhaps a little too well, bu t I think 
thBt we'll be glad to have a little cushion 
there. 

·,;ell , they tell me it 'a quo tee! oar eighteen. 

· .. net? 

?ar eighteen, they say. 

.. ell, it's quoted t"enty- bid t·~enty a t 
t~enty-three here. 

Oh, rea lly? 

Yeah. 

'tlell , that's better than what I understood. 

Yeah. It's bi d twen t y at twentl-three; and 
there hasn 't been much doin~ , out there's 
been one oart1cule r buyer - th~ t ' e the Central 
Hanover - in the market wllli ne> to pay t··enty, 
a nd ths t' e ke?t it there. 

I see . ·::en ..... 

And there haven't been meny eeller•. 

Ther e hae not . !'m oertect ly satisfied .. 

iell , so am I. I t hlnk we'll be all right 
on it. 

Good. 

And the market i e del i ghted wlth lt ••• . . 

' 
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They are? 

• . •.• and with the whole operation. 

I gueaa th~y were pleasantly surprised. 

I th1nlt they were on the tull righte value. 
They ' d oretty well decided they were goi ng 
to be cut down somewhat t here , but that won't 
do them any harm even though it's deoi ded 
later to modify that situation. 

Thank you. 

All right, sir • 

Good-bye. 
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11 a .m. 
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RF. SOCT AI. SECURITY (COMPUL&>RY SAVINGS) 

Present : 

H.!.l. Jr: 

l!r . !.!agill 
l.!r. Barnard 
Mr. Blough 
!.!r. Shoup 
Mr. Shere 
Mr. ~roves 
Mr. Odetard 
Mr. Bel 
!.!r • Kades 
Mr. Kuhn 
1!r. Foley 
Mr . 1Nhi te 

I n the f i rst pl ace, may I t hank the visiti ng 
firemen for coming down and givin£ us thei r 
time . I t ake it that you people know what 
we are trying to do. If not , for a mo~ent 
I wi ll try to explain to you myself . It 
may not be necessary . 

I feel that certainly the first responsibility 
that I h; ve as :)ecretery of the '!'reasury i s 
not to leave a stone unturned to make sure 
tha t in this defense program we do our par~ 
and that is, that v.c do eve17thing possible to 
mop up the ext ra money which is put in the 
hands of the norkers and business people 
through this defense program, and that we 
keep, i f possible, from adding to thi s infla­
tion spiral. 

Now, I jus t feel ~e have a responsibility. 
That doesn ' t mean that ~e are not goinb to have 

-• 
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inflation. If we don't do it we are certainly 
adding a lot of fuel to the fire , if we let 
these extra.millions go, and I see Mr. Shoup 
says there lS five billion dollars to mop 
up. 

That is a minilllUll1. 

A minimum? You gave me only credit for one 
billion of Defense Savings Bonds? 

No, sir, I think I gave you credit for half 
a billion of refense Savings Bonds that came 
out of money that would otherwise have been 
spent . I gave you credit for four bill i ons 
increase in total sales. 

But the one billion was next year over this, 
was that it? 

Yes, comparison of increase in June sales over 

You gave me an increase of one, but you 
gave me credit altogether of how much? 

I believe , sir, it was an increase of four 
actually, but of that only a small part came 
out of money that otherwise would heve been 
spent. Not much of it , in other words, 
really checked consumption, in my view. 

How many months ago was i t that we talked about 
it? 

It must have been four or fi ve months ago. 

At l east I had it in mind then. Now, Mr. 
Barnard is conduct ing this seminar for me 
and if he would tell me where we are today, 
where we stand right nov. 

where we stand right now is that the team 
that I set up to start this seminar has been 
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considered by all except the visiting firemen . 
They haven't yet caught up with this thing 
and on the whole I would say there was ' 
pretty nearly unanl..mous, not qui t e unanimous 
dislike for i t, and objection to it (laughte~). 

Does that include the visiting firemen? 

t"ell, )(r. Paul is kind of leaning a bit my 

way. 'l'he objections are, I think, reasonably 
valid, although I don ' t accept them all because 
I think tb ey are looking at the problem a 
little too narrowly, and it is a question of 
judgment . 

Tbe objections are of two main classes . I am 
keeping off mechanical details. I want to 
keep our minds on the whole broad problem 
and general questions before we get into the 
questions of mechanics. The three objections 
are, that to go ahead on any savinzs plan, 
compulsory savill8s plan scheme of any kind, 
will restrict the capaci ty of the Treasury 
to collect additional money by taxes. It 
will also very much interfere wi th a general 
tax program. The thi rd type of objection is 
one that relates to philosophy of equity, and 
there is no particular agreement in philosophy 
around here, I find. The only thing I muld 
say about that, we have got a very practical 
job on our hands, and we should do all the 
equi ties we can, but I am first strong for 
carrying this country through with a pro~raa 
it has got to go through with, and that 1s 
the only emphasis I make on that . Now, 
I am ready to talk with the gentlemen about 
the whole broad situation, which is Social 
Security, compulsory savings and the tax 
program. The Tax Department bas what in 
effect is a list of tax sources that could 
be tapped, worked out in aome detail ,. and I 
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t hink those have to be considered not merely 
from the s t andpoint of what is conceivably 
an economic treatment, b.•t to avoid the 
w?rd "p?li tical ", I would say "public relations" 
wtth whtch I have had some experience. 
I suspect that when we exaaine it with a little 
more . care, some of these things, we would 
posstbly conclude that at the present time 
the country hasn't the morale nor is it in 
a state of mind nor has it an underst~~ding 
of this situation sufficient to permit put tin& 
a very g reat incre~se in tax burden on the 
people, especially in the lo~er brackets, 
'l(C ~ present time. 

The kind of burden we are talking about is 
in the order of seventeen o~ t enty per cent 
supplementary income tax with reductions in 
the exemptions, the little men as well as 
the bi g men hein~ hit very hard. I think 
that is perhaps 1n a few words arout v;here we 
stand . The thing hasn ' t been talked out, and 
r ~ s till borin~ in on my idea in orde r to 
cet the whole thtng developed . There doesn 't 
seem to be a ;reat deal of enthu~iaso for 
compulsory savings . 

:•:ell, let me ask this. I Muld like to ask 
this ~roup this question, anrl that is , are 
there any other people thst a•·en' t here 
r.ho are r.orking on this thing, tha t we OU6ht 
to cet i n on it'? 

I knor; a few, eyself. 

You do" \'/ho, !larry'? 

'!Jell, I think we ought to get in people. f rom 
the defense agencies who have been worktng 
on this for at l fast two years, to my know­
ledge. I t hink v;e ou; ht to cet P.ansen, who 

• 
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did a great deal of work on this six months 
to a year Ago . I think Currie ought to be in 
on it . 

Hansen and Currie? 

Hansen, Currie and somebody from Defense . I 
don' t know just who it should be . I can find 
out . But I know that they have been making 
studies and some of their conclusions differ. 
I think Crouse has been making some studies . 
He used to be with the Federal Reserve Board, 
and he is now with Defense. They have been 
at this thing for a long time, and I think 
they have some different points of view. I 
think that there is so much work to be done 
to thresh this thing out in a few days , that 
I think it woul d be very helpful to ~et the 
benefit of work that they have alrea6y done , 
some-what along the linea of which Carl has 
done , but f rom a different angle . There may 
be others , but those are three that I know. 

I would like very much i f you could get Leon 
Henderson over here to lunch wi th me . 

I can next Y:eek. 

Yes, I mean next r.eek. They have done some­
thing that they are not revealing on this. 

?ell, that is this group that I am talking 
about. 

Have they done it for them? 

Yes, it is not Henderson' s outfit . 

Well the Vice-President told me ebout i t, 
and ~ said Henderson is going to present it, 
and as soon as he presents it he will send it 
over here . I just wondered if you could handle 

. 
• 
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any oorc people right now. 

\'.'ell , I wonder if we can't get this gr oup 
together and t alking about it And see what mo: e 
we ought to do . I nave no doubt othet•s ought 
to be bt•ousht in, but I don • t know. I f 11 e -et 
in t ov.n rr.ee ting, r.e l'lill never ~et any;o,hcr·e o 

on this . l':e have ~;ot to bs·enk tt ti own in some 
practical way, and I con' l see why some of 
the others he~e can' t handl e sone of those 
people tl:a t we ought to bring in. If r.e :;et 
tr.enty or trenty- fi ve people Around here 
tryillb to discuss a th1ng as technical and 
as subject to differences of opinion as t his 
is , I don't think we are goin& to ;;;et very 
far . 

Then let 's just l eave il the way it is for 
today. I think if they could adjourn now 
to your office and go t o it, then 1 am avail­
able at any time durin& the day tha t you want 
to see me . 

All ri: ht . 

How is that? 

That is all ri:;ht . 

Regraded Unclassified



ll 
TREASURY DEPARTMENT 

I NTER.OI"'''CE COMMU N ICATION 

To Secretary YOrgenthau 

•oo" Yr. Paul 

I am, of course, in thorough af!::ement with the purposes 
reflected in Mr . B~nard ' s plan. T has not permitted the 
painstaking ane.lyala the ~plan deserves, but tentative comments 
illl be ventured in this brief memDrandum. It should be stated 
in advance of these comments -- some of which are adversely 
critical - - that a constructive plan with the twin objectives 
o£ raising increased revenues and control ling inflation ia a 
first order of business. If lfr . Barnard' s plan starts us on 
this journey, it has served a highly valuable purpose. 

I 

The first item in the plan calls for a contribution of 
5 percent of all salaries and wages in excess of $1,000 to a 
family reserve to be held by the Social Security idministration 
and released after the termination of the emergency, and previous­
ly under certain conditions . 

This part of the plan amounts to a forced loan of a flat 
percentage of compensation above the low amount of $1,000. No 
differentiation is made according to the economic status o£ the 
wage-earner. I should think 8n1 compulsory savings plan should 
te.ke into more account the ability o? the forced lender to make 
the loan, should insist upon loans from other types of income -­
such as dividends, bond interest, and rents , and should be re­
sorted to only after capacity to pa, taxes has been exhausted. 
I should, therefore, recommend that this contribution be extend-
ed to other types of income , be graduated with increasing upper 
brackets , and that repayment be contemplated only in inverse pro­
portion to size of incame . Such a reservation would tend to 
exhaust te.xpa,ing capacity in upper brackets, and would recognize 
the inability of t he lower brackets to make an addltional permanent 
contribution to defense. i t the same time low bracket purohaatng 
power would be suspended. 

II 

The aecond itea of the plan calla for a contributiC?D V&rT!ni 
fro~ 25 per cent to 50 percent of increase in spendable lDcO~ from 
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all aourcea in ~ year over that of the previous )'ear This 
contribution will be reserved and repaid as in connection with 
item No. I . • 

This proposal ha~ th~ virtue of applying to all types of 
income, though the thlrd 1tem below, b)' preventing dividend 
distributions, precludes any inclusion of dividends in spendable 
income. I am concerned, however, about the practical operation 
of the plan. Ita theor)' is no doubt tc force a loan to the 
government of all income increases created by the emergenc)'. I 
am certainly in accord with this theory, but an undiscriminating 
exaction of a part of increased income 111.8.1 take not only in.co:me 
arising out of the emergency, but also income having nothing to 
do with the emergency. For instance, it 111.8.1 take a part of in­
come ascribable to ordinacy development of earning power associated 
with increased skill, age and experience. The contribution would, 
therefore , hit non-windfall increases, 

Moreover, this contribution fails to take account of vacying 
economic status, as, for instance , marriage , the birth of children, 
the support of dependents, and misfortunes such as famil)' illness. 
It seems to have the same vices as the income credit (the average 
earnings credit) for purposes of invested capital to which the 
Treasur)' has several times objected. 

Uf final fear, in connection wi th this item, is that it 
freezes exemption from contribution at high levels in the case of 
persona having a high income in the previous year. 

III 

The t hird item of the plan calls for a business. stabilization 
reserve of vacying percentages of distributable net 1nco~ of 
corporations over 6 percent to 15 percent of invested cap1tal. 
The percentages r ange from 25 percent to 100 percent . The exacted 
percentages are invested in business reserve certificates, bearing 
2-1/2 percent inter est , and are redeemable at specified times after 
the amergency. 

I question whether this program would have much effect .upon 
inflation. It does not exact a forced loan from spendabl e 1ncome. 
It would come from corporate surpluses. If these surpluses are 
not distributed, they do not affect purchasing power; if the)' are 
distributed, t he)' go in large part to persona who spend onl)' a 
relativel)' small proportion of their income. 
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~ more bAsic doubt about this proposal is that it resorts to 
enforced saving before we have absorbed corporate capacity to pa, 
taxes without !mpail'lll8nt of the profit motive. The exaction of 
enforced savings which have to be re~id, should come at the point 
at which corporat1ons -ean no -longer itford to pa, taxes, which do 
not have to be repaid. .;;_=-...;::: 

I£ this part of the program should be adopted, it would seem 
desirable to impose conditions upon which the savings will be 
refunded. If this is not done, there it no aa1urance that the 
released tunas will be used to stabilise business, as by use for 
replacement of obaolete machinery, conversion of plant equipment, 
and readjustment to post-emergency conditions. -This item in the irogram seeme to legitiiiAtiu the accwaiila-
tion of corporate surp uses to the extent that the .urplusea are 
invested in business reserve certificates. We should probably 
investigate the effect upon income tax revenues by reason of the 
diminution of taxabla dividends. .A.t the least there would seem 
to be a considerabla postponement of revanue arising out of 
dividend paymants. 

Finally, I question in regard to this item, the flat interest 
rate of 2-l/2 percent. This percentage might be appropriate for 
small loans , but it would seem better to scale the rate down for 
high loans, as in the case of Defense Savinge bonds and Tax .A.ntici­
pation notes. 

IV 

The additional itam of the plan is a program for wluntary 
and part time compensation. In general , this item ia an adoption 
of the present pension plan system except that the governmant be­
comes tha trustea. 

Every ona in tha practice knows how tha pension plan provisions 
of the statute are oeing abused by the adoption of tax-awiding 
plans in favor of kay employees and stockholders . These provisions 
nead to be tightened to prevent avoidance. CertainlJ private 
pension systema should not be extended; their purpose could be 
better accomplished by broadening the Social Security Program. 
Under auch a progra benefita are acientificall: diatributed, ud 
are not aubject to the whim ud caprice of individual employera . 
It seems f air that the government should control benefits, sinca 
it paya a substantial part of the coat by reduced taxea. 
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Conclusion 

Some of the plan ma.y be adapted to function &a ll&rt of a broad 
affirmative program for raising revenue and controlllDg inflation. 
I would doubt whether it would absorb a very gteat proportion of 
excess spendable income , which ~ reach the figure of $8,000,000,000 
or more . In any event, it should be coupled with a revenue-raising 
and inflation control program along the following lines: 

1. i broad extension and liberali~ation of the Social 
Securiq- Program in both old-age and unemployment insurance 
aspects. 

2. in increase of the exceu-profita tax with modifica­
tion of the income or average earnings credit. (Perhaps the 
tax could be an average of the tax computed bf the income 
method and the invested capital method. ) 

S. Increases of the middle income tax brackets. 

4. Increases of the estate and gift tax rates. 

5. Increased manufacturers' excise taxes on goods which 
compete with defense industries. 

6. Forced savings to th\ extent necessary to absorb 
any remaining excess spending power in respect of goods in 
short supp]J'. 

7. In levels of income above a reaaonabl! sub~istence 
level enforced savings should aupplaaent taxahon; 1.D. low 
levela of incoiU enforced saTing• are preferable to in­
creased taxation. 

' 
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October 23, 1941. 

l!El(ORAIIDUll FOR THE SECRETARY • S FILES 

A meeting relative to the administration of Executive 
Order 8389 was held in Kr. Foley's office at 3:00 P. K, on 
October 22, 1941, attended from time to time by the following: 

Messrs. Foley (Chairman), Pehle, B. Bernstein White 
Dietrich, and Timmons for the Treasury; Messrs. Acheson' Kille~ 
Fisher, and Luthringer for State; Kessrs . Shea, Kreeger' Jurene~ 
and Swidler for Justice; and Mr. Knapp for the Board of

1

Governor; 
of the Federal Reserve System. 

Kr. Pehle reported to the cODIIli ttee that Kr. Nishiyama 
had called this morning to inquire whether a decision had been 
reached with respect to the use of Japanese dollar balances in 
South America for the purchase of oil to be sent to Japan. After 
discussion, it was agreed that Kr. Nishiyama should be told on 
the occasion of his next visit that this question was still under 
consideration by this committee , inasmuch as it is tied in with 
the whole problem of the Yokohama Specie Bank, This problem 
involves the position not only of the New York branch but also 
the branches on the West Coast, and it is a problem which is 
engaging the attention not only of the State and Treasury Departments 
but also the Superintendent of Banks of the State of Hew York. 

Kr . Bernstein reported on the recent conference held 
with respect to the position of the San Francisco branch of the 
Yokohama Specie Bank. It appears that there are enough liquid 
assets available to the West Coast branches to enable them to p~ 
off all depositors . The National Bank Examiner stationed in the 
San Francisco branch became worried over the possibility that the 
position of the New York branch of the Yokohama Specie Bank would 
require t hat funds be transferred from the West Coast to Hew York. 
So long as this is not necessary, it does not appear that because 
of fiscal considerations any action need be taken to close the 
San Francisco branch. Accordingly, no action is to be taken for 
the time being. 

. 
• 

' 
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Kr. Pehle also reported that he had raised with 
Mr. Nishiyama the question of remittances to blerican miaaionarin 
in Japan. Thus far the Japanese have refused to allow such 
remittances against blocked dollars, but have insisted on credit 
to a free dollar account. Kr. Nishiyama stated that the North 
American Kiesion Board had discussed with him the possibility 
of establishing a clearing aocount. Kr. Nishiyama suggested 
that it might be possible to allow remittances to American 
missionaries in Japan against blocked dollars if in return we 
release funds for the support of the Japanese Commercial Institute 
which is , he stated, an organization interested solely in 
promoting trade between the United States and Japan. Kr. Pe.hle 
stated that he had told Kr. Nishiyama that he was not in a 
position to indicate that this could be approved by the Treasury 
Devartment. It was unanimously agreed by the collllllittee that 
this proposal should not be accepted. 

Kr . Fisher read to the committee a telegram from 
Ambassador Grew in rok.io which requested the State Department 
to provide him with a definition of the term "free dollar account• 
It was agreed that a reply should be despatched stating that 
the requirement of this Government that the free dollars accruing 
to Japan be transferred to the Yokohama Specie Bank as a partial 
offset to the withdrawals from such bank to p&f Japanese 
diplomatic expenses in this country is not inconsistent with a 
previous circular telegram to all diplomatic missions which 
stated that the proceeds of State Department drafts would be 
paid into a free dollar account. In this instance the with­
drawals for Japanese interests in the UDited States far exceed 
similar .American expenses in Japan, and further, t .he withdrawals 
by the Japanese in the United Statu will result in serious 
depletion of the assets of the Yokohama Specie Bank. Therefore, 
this Government 1e requiring that the free dollars accruing to 
Japan be utilized first before &n1 blocked funds are drawn on. 
Should aey balance remain in the free dollar account after the 
pSfment of the Japanese diplomatic expenses, such dollars MAT 
be converted into the currencies of non-blocked countries. 

. 
• 
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A telegram has been received from Governor Poindexter 
of Hawaii stating that an application has been made by the 
Yokohama Specie Bank there to disburse :~roximately $24 000 
in payment for the fueling and provisio g of the boats' 
arriving there from Japan. A telegram is to be despatched to 
Governor Poindexter stating that he is authorized to license 
this withdrawal. Mr. Pehle said that he understood that the 
Japanese returning to Japan from the United States are to P"T 
for their paaaage in yen in Japan. Admiral Noiiiiii'a has tela 
Secretary Hull that the p~Jment for such passages is to be made 
in yen and Mr. Acheson stated that it does not appear that 
anything can be done to alter this arrangement. 

].{r. Bernstein pointed out that the missions in Latin 
America should be sending to the Department of State the names 
of Japanese firma to be eventually placed on the Proclaimed List. 
Should it become necessary illlnediately to add Japanese names to 
the List, there are at present onlf about thirty-five names 
available. Mr . Acheson stated that the missions had been 
requested to do this . 

Reference was made to an application filed by Edward 
L. Murphy, an assignee of Kleinworta & Company, an English 
banking house, with respect to a claim by Kleinworts against 
I. G. Farben. The claim amounts to afproximately $254,000. A 
judgment has been obtained by th.e pliUlltiff and an application 
has been made to transfer the funds . The British Government 
has stated that it needs these dollar funds for the 11ayment of 
salaries and other similar expenses, and that the bunging of 
this suit had been cleared with Assistant Attorney General Shea. 
Mr. Pehle pointed out that at the time the British had approached 
Mr. Shea on the bringing of this suit it was obviouslY in our 
interest to tie up I. G. Farben•s funds through attachment, 
i.naamuch aa the freezing control had not then been extended to 
Germany. Now, however, this application represents the transfer 
of a substantial amount of German assets out of a blocked account 
to the British Exchange Control. Inasmuch as applications to 
effect transfers to American crsditors are being denied, it 
would not be consistent with policy to approve this application. 
It was unanimously agreed the application should be denied. 

. 
• 

' 
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Mr. Pehle reported that ~. Lincoln Johnsen Vice 
President of llanu!acturere Tr~at CODlp&D1, had otJ.led ~n hia 
today. Mr. Johnson aaid that he was disturbed by the ref~a&l 
of Foreign Funds Control to license the p~ent of intereat on 
the ~rman standstill obligations. ~. Johnson stated that 
bank-to-bank obligations historicallY had &lft1e been giTen 
preference, although thia na by c~a\<11 and not by law and 
that in alllloat no case had there been a defatlt in benk-to-banlc 
transactions except in the rare case where the indiTidlal debtor 
bank had become insolvent. Mr. Johnson &lao referred to the 
credit extended by New York banks to Latin America and said 
that the present attitude of this Government might necessitate 
r econsideration of the position of the banks concerned. Mr. Pehle 
pointed out to Kr. Johnson that the Foreign Funds Control problem 
in Latin .&aerie& haa J.arge}J' been one of dealing with ieraons 
on the Proclaimed Uat, a problem which would not enta 1 the 
settlement of cl.&iaa against Latin .America in a general ft1• 
Mr. Pehle told Mr. Johnson that he llight wish to diac~as the 
question of Latin Allerican credit with Mr. Warren Pierson of 
the Export-r.port Bank. 

Kr. Pehle referred tu .an application filed by the 
American Bra.ke Shoe and Foundry C0111p&111. In 1936 such company 
formed a French subllidiary to manufacture equipment for railroao. 
care under American patents. 'J."he Alllerican oampany has now 
received an offer f rca a French fira to purchase the entire stock 
of the French eubsidi&rT, pep!ent for such purchase to be made out 
of the account of the Banque of France with J . P. ){organ and 
Company. It was pointed out that this sal e might pos~ibl1 be 
under direct German pressure, or afford Germ&D1 an opportunit,r to 
purchase another French ind~atry, as recent despatches fraa France 
have indicated that the Germans are doing. )o{r, White axn 
l.!r. Acheson pointed out that the conaUIIIIII&tion of this transaction 
would result in an export of capital from France, a transaction 
which probably is not in the interest of France. Kr. Acheson felt 
that this was Tery likely a can of dureu by ~l'll&ll1 on the 
Banque of France to ~ae ita dollar funds to buy out Alllerican inter­
eats in France in accordance With a ~run program for econallic 
domination in Europe and that Foreign Funda Control na designed 
to prevent au.ch transaction~. .ll'ter diac~aaion, it was agreed 
that the application should be denied. 

• 
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In connection with the filing of reports on Form 
TFR-300, Yr. B. Bernstein stated that it had been decided to 
grant no further general extension of time . However in view 
of certain special problems raised in connection with the 
reporting by import and export firms and i.n.surance companies 
a circular is to be despatched to all Federal Reserve Banks ' 
granting an extension of time until November 29 1941 to import 
and export firms and insurance companies . The trade groups 
will be informed of this extension at the tims the circular is 
sent out. 

Kr. ~olekamp of the Netherlands Legation in a recent 
discussion with Yr. B. Bernstein asked what support the Treaaur,r 
Depart~nt ia iM'epa(bd to give to the request that the Dutch 
Government mit..ht make of banks and brokers in this country to 
furnish the Dutch Governmsnt with information as to the Dutch­
owned property in this country which information the Dutch 
GovernDent would need in order to file with us reports on 
Form TFR-300. ){r , Bernstein added he had not encouraged~. 
Molekamp in this matter but had told him that he would raise it 
with this committee. Yr. Bernstein stated that he felt it 
would be very unwise for the Dutoh to make this request at the 
present tims. To this the committee agreed. ){r , Bernstein 
iLlso added that J.fr, V:olekamp had said that the Dutch were not 
interested in taking over frozen assets to spend but that they 
were taking up with London the question of investing cash 
balances in defense bonds. 

Yr. B. Bernstein also referred to the proposed circular 
stating that American foreign service officers' property is net 
to be reported on Form TFR-300. After discussion, it was agreed 
that such circular should be despatched. 

){r , White referred to a letter received from the Office 
of Production ~agement relative to a shipment of sugar by a 
Proclaimed List firm in the Dominican Republic to the United States. 
Yr. Pehle said that it is stated in the letter from t he Office 
of Production ~agement that the sugar will be used to produce 
ethyl alcohol, which is needed in defense uses . Yr. Pehle 

. 
• 
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pointed out that ther e is no shortage of sugar and that this 
matter is presentl 1 receiving the attention of the Proclaimed 
List clearance sub-committee . 

Officers of the Standard Oil Comp~ have discussed 
with the State Department sales of petroleum products by 
Standard's Brazilian subsidiary to Condor , the German airline. 
Standard Oil claims that they will be sued unless they fulfill 
their contract to furnish gasoline to Condor. The committee 
agreed that the Standard Oil Company should be told that licenses 
are necesaar1 for such transactions , that such licenses if 
applied for will not be granted and that unless full cooperation 
is secured, the Brazilian subsidiar1 will be placed on the 
Proclaimed List. 

. 
• 
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You're on the loudapeaker, and only Foley's 
in the room. 

All r1gh t, then I'll be oare t ul vha t I say. 
(Laughs) 

Yeah. Listen , I've Just been talXing- I 
don't knov vhether th1e hae gotten to you 
yet- but I got t erribly exci t ed yesterday 
wben I round out that Foreign Funds issued 
a general lioenee. Let ' s eay a man has t en 
t housand dollars that ' s troten. He ean take 
that money and go out and s peculate i n rood, 
and has been doing it and a great many or 
the people have been doing t hat . Did you 
knov that? 

No, I vaan't avare ot i t. Nov that doesn't 
mean t hat I may not have heard ot it at the 
time it was put, but I know thia is the first 
intimation that I've had that they could buy 
that much - spend that much money t or com­
modities. 

Well , it - I mean, we- vell , also stocks. 

Well, they - I did knov that they were per­
mitted to buy and eell etooke. 

Yeah, but did you knov tha t tbe1 could buy -
t or inatanoe, they're buying potatoes, soy­
beans, corn and wool and ••••• 

I did not know that, but my not k.now1ng it -
it may be my fault. It' s doubtless my fault. 
No , I did not know that. I waa under the 
impreaalon that 1t vae only eeouri ties. 

Because I was terribly shocked, and I Jumped 
all over Ed. Ed vente eome partners in hie 
mieery, and he eaid, 1 'tlh1 te e1 ta in on thoee 
meetings. 1 
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That ' s very true . I would very definitely 
have ever y responsibility in it - Just ae 
Much as his. But I didn't knov that there 
vaa any ot that being done. All the dis­
cussion that I vas ever present at vaa in 
terms ot aecurit1ee. 

'ilell, the point 1& t h1 a. I d1acovered t hia 
Myself. 

Yeah. 

Because I took i t up vi tb the Department ot 
Agriculture and they knov Vho's speculating 
i n t ooda. 

Yeah. 

And they , i n a very n1oe vay, let Me knov 
that we let people take money out ot frozen 
t unda and speculate in t ocde. 

Yeah. Well, the resoonaibility certai nly is 
ae much Mine ae his in tha t , because •.••• 

Nov tha t I tell you, what' s the reaction? 

Well, I'm eurpriaed t hat we didn 't- weren't 
aware ot it. I didn't tocus on that oortion 
ot Ule -oroblem. 

Don't you think it 1 a terrible? 

Well, I think it vaa a definite Juatitlable 
ori t1c1am that we d.idn 1 t. 

No , but I mean, i magine it Senator Seith 
tound out ••••• 

Yeah • 

••••• that the Secre tary ot the Treasury wae 
encouraging people using frozen tunda to 
s peculate in toods. 

Yea. I ~ould aay that it'• a definite lack, 
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although I would 11ie to add to that that 
without any knowledge, I would be very aur­
pr1eed 1~ it amounted to much; but even it 
1t doesn t amount to muoh, I don't eee any 
juatiticat1on tor permitting it. 

Listen, on e contract 1n potatoes, which I 
aaw, would be enough to damn me. 

Thllt's right. I a.gr ee w1 th you. 

One contract - one tallow in potatoes. 

I agree. 

\:bat? 

I said, I agree. 

And lard was another contract. 

I agree with that. 

Yeah. Well • . .•• 

As a mat t er ot tact, I woul~ make inquiry; 
but I think the poas1b111ty or that and the 
question or that haa completely escaped us , and 
I don't reme~ber any diaoueeion or the pur­
chase or commodities . I may be mistaken. 
And I'm wondering whether the terma ot the 

general license are euoh ae would permi t that. 

Oh, yea • 

It does? 

Well , anyway, I had Peble in and I'm going 
to t ovn on 1t tomorrow. 

Yeah. Well , it's 11 reaponeib111ty that nobody eould 
check, because we were all there. 

Well, t he point ie - I mean, I'm ••••• 

I think you're right that 1t ought to be 
stopped. There's no question about that. 
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~by . it's crazy. Ano then I'm going aft er 
the whole ques tion ot eoeculation in foods 
but I want to fir st clean out my own house: 

That 1 s true. 

What? 

I think you're right. 

Do n't you think I'm right? 

I think you 1 r e entirely rlgh t. 

My Boston soeech - I mean, they say, •secretary 
of Treasury gives sanction t o the apeeulatlon 
ot f oods and here he' a oomol a ining about the 
high cost of f oods. • :;:--

Yes. Well , I woulO atoo l t on the one hand, 
and t hen I would also have - a t tempt some 
inquiry and lnveat l gs tion on how much of lt 
has been done. 

Oh, t hey're bringing ln the reoorts tomorrow. 

Yes. Yee . •.;ell , I t hink you 're right. 

Okay. 

All right, sir. 
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TO 

TREASURY DEPARTMENT 

INTER OI"FlCY: COMMUNICATION 

/ 

., ..... October 23, 1941. 
Secretary Yorgenthau 

E. H. Foley, Jr. 

We have anended General License No . 32 so as t o el iminate 

the possibility of free dollars being made available to the 

Axis powers by reason of the limited remi ttances ($10Q-$200 a 

month per family) that we have been IB rmitting during the 

past year to non-Americans in the blocked countries. Under 

the new general license , remittances will be permitted only 

against blocked dollars credited to a bank of the country to 

which the remittance is made . This will not only have the 

effect of curtailing the amount of free dollars that the Axis 

will ret but will also prevent Germany from acquiring Swiss 

francs by having re!llttances to all of Europe go through 

Swi her land . 

We realize that in view of the fact that Germany has 

eliminated all of the banks in Poland and Greece , for example , 

it may be very difficult to effect remittances even against 

blocked dollars to Poland or Greece, We feel, however, that 

it is very important for ua not to recognize the de facto 
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situation of Germany being the financial clee.ring houae for 

many o! the overrun countries, 

295 

is far as remittances to American citizens abroad are 

concerned, we are not making any substantial change in the 

existing general license relating to remittances to American 

citizens. Under that general license $500.00 a month can be 

sent to an American citizen, and a single remittance o! $1000.00 

to IBrmit travel to the United States. The general license 

also authorizes free dollar accounts to be credited by these 

remittances if it is impossible to effect the remittances 

against blocked dollars. We are, however, announcing in the 

press release that we are goi ng to drastically curtail the 

amount of money that may be remitted to .American oi tizens abroad 

under a special license. The amount of f ree dollars that will 

become available to the !xis in this way is fairly llmited and 

we !eel that !or the time being we should permit these fre e 

dollars to accrue to the Axis rather than !ace the outcry o! 

cutting off these limited remittances to American citizens abroad. 

The foregoing has been cleared with the Inter-Departmental 

Foreign Funds Control Committee . 

. 
• 
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11 W I(O CNI:I(C 
• ·•lf l llll'" 

THI!: AMI!:RICAN ISANKI!:RS ASSOCIATION 
O F F I CE: Of'" THE PAC:StOENT 

THr; SE.CUAITY BANK 
Or PONC" CITY 

P ONCA CtTY, 0K&..AHOM A 

t:r . 11 . Lloreentit.au , .!r ., 
Soc rotary of t he 'i'rcaaury , 
'ttashinr;ton, D. C. 

De&r o.r . l o r-r-entilau : 

Ootober 23 , 19~1 

On behalf or tho A."Crican ~.:ors 
A&&oeiet1on ! ~sh to ex~reaa our aoDrociation ~or 
you taking tr-.e tine f'ror; your Duay iiro to e.ttend 
our ~~ur.l convention, thus r~1nt 1t poesiblc tor 
those in o.tten:!o.nce to heo..r directl:r f r an tf.e 
Sccr cter :\· of t!.e ':r oasury . Your ai::.co ro a.nd f r ank 
discussion of the problona wh.ic., conl'ront the 
't're asury Departrnont of our nnt1on \'rt\11 woll received . 

J'r.y I o.s auro :ou of tt~o continued 
cooneration on tite cart o!' tho Anocif\tion , and ! 
w~ :sh :.-ou to feel fr~e to call uron our or-e.ni :.e.tion 
i'o r anv e.s sista.nce wo can rondor . lc rooa tdthout 
at\.:•inr• ti:at n.ny t::.C.!:l'oer of cur I'CC.ff 11 desiroUS Of 
he• n · h.elnful .. We shAll lone! over:.~ offor t ritnin 
our .:...O~er. to assist in !n:·orc1nr t~.e ba.nker s 
ti.roUrhout t:.e ne.tion on tl-.e eut~:•c~ or tree~ing 
eon~ro l . 

1 ::.., ~r::onall;· .. re.tei"ul z.'or ;..-our 
best w!shes :"or e. suecesa~l :·ear in o:Nce .. 

Si:"lceroly yours , 

c c 

"ri!. ::nr 
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TREASURY DEPARTMENT 

INTER OI"I"ICE COiolloiUNICATION 

Seoratary Morganthau 

George Buttington 

297 

OAT& OotODel' U, l$1U 

Mea ere . Kuhn, Schwarz, and I auggen you Jaigllt 

like t o diatribute the attached t oldara at your Preae 

Contarenoa th1a morning. Durlng t he dq w will prepare 

a 11 ttla etOl'J to aoooapany t he toldere 'llhlch we will 

aa11 out ail' 11&11 tod&J to the nawa papere. I han &lao 

diaoueaed thia aubjeot with Kr. Norman Thompaon and he 

agreaa that it might be well t o aooompany the folder with 

some kind ot a short releaae. 

• 
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START SAVING NOW 
to ,.,Jt• 111x P"J "'t•ll tt~sitr~ UNITED STATU TREASURY 

Yo. will'" ... dMIAIIola dlat it J'OWD« illcoaw 
forlt4L I.$).CQOMIII toaatt a .a.,!.~ wldloeo 
~ ... ,0. ._, .. ..,. .c !.bot n ee ol $40 ~ 
_,.,,. or ... ) a 'It"' b 1QW ,... .. laco~~~e cuu. 
U J'OU .,. -.an-W but ._..,. .o de:pead.e11~, yoor 
N vlc,a• few '*"' Moo~Jd t.liiOtuu ca $)1 ptt moada or 
S:ln • Yflf'· U J'OII ..,.. JIW'lW ao4 b.•~ ooc doe· 
J"MM•, J'O'I al!at .,..,. SU per IIIOil.lli or $}1) a r-. 
U J'" .,.. ...,..144 Mil ba .. tWO dcpr~:.-oo. 7ou 

IDW4 ....... Al Pf" .,.d11 or sna • ,_, U 1011 ~ 
....m...l ...... ""' liiAt ~b. }'011 ... , ....... 

SJI1* lllOIIdl at W t • ,_ b die,_,_. ol FcO­
en.~--......_ 

CONSULT YOUR BANK 
all•u t TIIX s,.,;,,gs Notes 

TMTu ~&....,No. .... ol_.l'r*T~ 
• -.b I( ~ "' u .... ,... .. ,.... ... .an 
..._......_ ..... ....._ ..... .._..A.,....I,IJ(l, 

... .. IW'III&: A• .... I, IJtj.. Dq- brw "*'-

II 

oUr .tift -.a to P'f-... t;a,-.., .o _. iadflll.. 
iD1 ""- IIOIIdl •"- dM: IU pt.,_.l • .... 1"k 
-~ ~ .... prndWillot P-t_..:ol~~ 
bdcn JMII&lAIJ I, l.f41. ... -~ be kJII bf tk put" 

~,. &. ... t diNe -elY II tllq'" 10 be lllt41or 
diM pwpow. Ot J .. _,. I ol..cb ,...,. hc:n.Jur, 

cwo .wow • l" of No. wUI be pKI'I"ickd 10 cbac • :'!' \ 
IU'p'J'"' (~ t.IWJ¥1 fi"'C'- Noln dllrio.t 1.-M a~tin :.z..._p 
7ut &n wbld11 hot t. r.oeh·IIIJI: t:u. lliClCNM 6ot ~~toe lo 
,._1--.c o1 •~ 4• dte touow•n• ,-. Plan DOw 
.o , . .. IOIIW f'l'l"' ol fOVIIIIICO- dw:'*f dte ffl!IWI· 
"" .,.,.,. o1 ,,.., uldd.,. ~ ., bt ..ec~ 1ot ,..,. 1 
_., ol ,...J ~tuft. 

"J"k Tr,.-y wp tilt.~ )'Oit p u..e.llatdy 110 

pow ...... hOrtlooll a-t • ..,. .ww ......_. 
cw. ~ dw Tu S.. ...... "- .... -.ow ,-. F 
-a1fr CMI .... pb ..... ~ of iL T~ 
~ Qalw tM., tlf ~ d.e Tu 

s.-. N.--~ ..... ~ -- .u ...... 
......,. ,.. W\JI w ....,_. .... will- .... -_ .... .., ........ 

._ .. .........,..,.,_ ...... --...~ 
--- a.. ~ .,._.,. ... NJ.dileal ~ .. ,.......,., .. ,_....,. . ,.._.. ....... ---... ---- -

KNow· 
YOUR 
TAXES 

TAX SAVIMGS PLAN 

A Message to Taxpayen 
from the Semtary 
of the Treasury 

n,...b _. ,..,.._.c•d~ '• eon,_ - .... 
dcoc:l4tdupoa.-"d"'"*"*'"-pro1' ... WtiP•• 
al.o UJif~ _. J'"(fft'IIOI lor po~yl111 .. ... ,.. 
po~~ibk ol tlw *' ol4t~•o.• ot ewnnt ca.~:nL.aa .. 

Yo.:w c.-.-•· t~, It aufout dlat tiC' 
u.rp.r"' know &a ~pdf .. pc~~Nblr wb . .u bJt ia· 
<0111t tn Wtl will "'-• ~ a W'I'Yke .o t1w u.tpo~Tf", I 
lt.a-.e hM ~ llw .-udlt4 u.hla dtoof'-.1 •lll•t 
,. will lt.a.,. liD JM1 il dlt _., ,..,, aM lilow 
-ell et ,_ -w_, .... ,.. .a.o.u ...... 
rt"pi•ly b ..... ,.,_... 
TuS..._Noer'I_.,...~..W..,dlotT-

"f~ ........ of~Mb4b•pa.w 
~ ..... _,..~-c-. 
~ ................... ,..~ ... 
....wuYe.,_ .......... - ._,._ .. 
ec.T__,-t:o.a......,,. • ._,.... .... 
~ ,.,_ lln'l .,._, I a. ..,.. dwl ,._ _,. • 
~ ........ "'aJ.,j • ..., ,_ _.. ... . 
.... ...-.. If,_ wiaal MJ tld!L~ ... . 

auiae..I.UU lie ... •''" ,_ wri1t • • u t.1w 
T~o.,-..... , .......... D.C. 

~ /ft::~r$-}-
Cboh« !0. IJ41. 

Tin nr.KIH!d l&Wft ~bow IIIIIC.h yo.t will 

bn• 10 JMTI•IndJ..Utr.AI IAIOOGM tulf't o.IJ41 
..,.,.,. ... ,...,. i~ ot wleaeod ........ 
tJw .. N p ....... to IIWI dMte ,.,._ ... 11,.... ,_ a.c:o- ~. ............. ,,,coo 
... -"'*' wWit., ..!trt.. • .,.,.. odt« 

~--f""''MM~ ........... . 
~ "*- ........ . ..., ..... ,.. _, am,.. cu,.,.... • ~ _... 
... ...._._ __. .. ,__ aGIO-A. ... QW,.. ........ ~~-._.., ........ ~ ....... ... ....., ....... ......, ..... .. ..,..... _ ... _ 

Tab'- al:lowtllc llo. •••h 1'011 wiD ...... 
J)aJ .. ladl YklliiiJ ltloecMat 1.6- .. ......,., Mel 
'~~'ac• tococn.-ot -*t.ed •l.,. aod the IDOCit~ 
e&¥ lnp needed to m01~ UloMI I ttl IMOIIM t.t.a 
)lllo)'meDt&.l 

sw. ,...__,._. '-1 .. ,....,_,_ ............ 
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Tal* .bowl"' bow MQt.h 70t1 will hav• t.o 
p~Q" In lnd.lvlchW tiiC!OIM &axs. oa -.l&r7 aJMI 
..,.tMOIII)•ot •Joeted .a._ a.nd tbe monthly 
• vlllp ...cltiCl &o JDoOOl t.beM UHJ IIICIIOlM tu 
PI')'WM\4' 

MllltW ....................... 'll'lh-Hio -
"=::.,~ .,.._. 11.,.-.eo v .. .. lliiiiMidlO 

"'fj•.....,''- ':.~~· ._ ..... .. , .. _ ---
11,600..--
ll,tiOO .. -· it 11,700 ___ .. I .. _ .. • 11.100--- .. • 
12.000 .. • 12,1--- .. • ...... ___ .. • ....... .. I 
a. .au-- .. 1 

12,600 .. • sa,ooo_ - 1 .. •• ...... ____ . Ill .. 
t4,-000---- ... 21 
.... 600.---·- ... "" v,ooo ______ .,. II 
16,000-·-··· ..... ... •• 17.000-········-·· .. , . , 
18,000 ••..•••••• - •• ... n 
19,000 ......... - •• 1,07~ 00 

110,000 .....••• - •• I. 80.1 109 
111,000---···-·· I, M I 120 
112,000----- 1,817 1$1 

I[MOO-·····-·· .. 103 176 
• 4,000----· ..... 201 

115,000- .. --·· .. ,.. ... 
.. ~000--- ...... 2.57 
• • ,000 -- ..... 287 
111,000- :::- 1,111 ... 
111,000-- .. ... .. I 

ao,ooo_. . 4, 114 ... 
a 1,ooo ..... ... 
122.000 ~= 

.... -- ... 
CM,OOG :-:: ... 
011 000 .. .,. 
·~ .... --.... 

~· 
t 

Table •itowtnc how 01udl 7011 ..m "-'" 1o 
, ,.,. lb ladl.-tdu..J l.IWIOillle w ... ..aa.r,. -.nd 
~ --..lnoor.oot~ oii!Oieo&ed .!..., Wid ~ DIOllthlf 

MVII:\JII ti!Mded \0 IbN! lbciM 1041 Income tu 
paywenW-1 

0 

] 

M.At..C..II ,..,_ 11n.. wilh hi....._, "'~ ......... 
"=~;<:,- v ... .. ,~~._~ .. v ......... ..,. .. ~ -:o":r .. ~ ._ ... ... .,..._ 

1 1.600-.. _____ .. tl,eoo ___ -----··· 11,700 
IUIOO 
1 1,100 . ·-· 
12.000 .. II 
12,100--- II I .....,. ___ .. • ......, ___ .. I ... - .. • 
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UI,OOO -·--- 2, 277 100 
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117.000 --- 1,1100 .,. 
1 18.000 ..... ... 
flt.OOO-- ..... ... --- ..... 271 
111,.GOO - ..... ... ... .. - 441 - --- .. ,.. "" ... ...,. ___ 

~lot ... -- .,. ... 
·~ .............. ~ 

Table t.bowftll atow IIQIIOa. J'OII wW ...... 10 
J11r11 Ia iadJ•WIMI ltleOtiM 1.6aifJII .,_ -.!.vr aad 
w..-I~:~O'mle of ~ee-.d .a ... ud lh•IQOI\tbl1 
uviap needed Wl1600t. U.... IHI taoou:.e tAx 
.-rmenta.1 

M.m.d ~ 1Mrrc wWt ~ ... "'"•-Tw. ........... 
"c:.,.~ v ... wtllll•il.."' ... .... -' .. 

"Yw1't:- i.......::r..-r:.• ·-- -
II,GOO_ -- ·-·-.. ·····-··· ......... ___ 
ll,eoG- ----··· ·····----11,100 --·---11,100------------11,100 
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114 II 
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TREASURY DEPARTMENT 
Wash1ngton 

FOR RELEASE, MORNING NEWSPAPERS 
Sunda~4 October 26, 1941. ' 
10/23 1 

299 

Press 5erv1ce 
No. 2S- 20 

Aa ~ oqnven1ence to taxpayera, Secrct~r¥ Morgenthau made 
publlc today a folder, "Know Your Taxes , • 'wh1ch shows at a glance 
th~ ppprox1m~te ~mount of 1nd1v1dual 1noome taxes due next year 
on 19~1 salary and wage incomes of selected sizes and the amount 
or monthly a~vings ~eeded to meet these payments . 

ArrAngements have been made with the Federal Reserve banks 
to rurnish each commercial bank in their district an amole 
supply of thea~ folders for enclosure in the next state~ent or 
accounts ma1led to depositors. In addition, it ie planned to 
include the folder in the December •reminder• to taxpayers 
mailed ou t by their local Collectors of Internal Revenue. 

By using this simple guide, the Secr etary explained, a 
taxp~y~r m~y ascertain with a ~ini~um of effort the portion or 
his monthly income he must se t asi de r egularly to meet next 
yeqr 1s tax payments . 

The new tax t ables ~ugment the easy savi ngs plan inaugu­
rated l#&t August 1 . At tho.t time the Treasury placed on sale 
a nPw type of secur ity known as Tex Savings Notes which enables 
taxpayers t o aave systr-~atically and conveni ently to meet next 
ye•r's hlgher t pxes . Thete no t ea be~r 1nterest when used ln 
p•,yment or FedPral i ncome tAXPS P.Od prov ide the purch~ser w1 th 
~n lnvPstment in adv~ce to ~P.et future taxes. 

In making the announcement, SPcr~tary Morg~nthau 
relterat~d his bellef that 1t is P.xtr~~ely important for tax­
P'Y~rs to budget the i r t axes 1n v1ev of the gre,tly lncr~ased 
l evlee, ~d ~xpressed t hP hopP t hat this ntw plan would be 
helpful. 

Th~ new tables dlsclos ~ , :ror instance, that lf your net 
1ncome for 19111 i s $5, o::>O s.nd you art a single person wl t h no 
dependents you must s ~ve 1<t the r ate of ~40 every month, or 
$4S3 ~ yea~, for your Feder'l income t axes . I f you sr e marrled 
but h• ve no dependents, your eavlnge 'for taxes shoul d amount 
to 831 per month, or $375 a year . If you 1<re married end have 
one dependent, you must save $27 a month, or $323 a year. If 
you are marri ed and have two dependents , you must eave $23 a 
month , or S271 a year. If you are marrled and heve three 
dependents , you must save ilS per month, or $219 ~ year, tor 
the payment or Federal 1nco~e taxes . 

• 

• 

' 

-=--·-
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The'e tables begin at the lowest taxable amount and 
include income tax claesitieations up to net incomes or t 25 000 
a year . The Tax Savings· No t es being orrered by the Treasury 
are issued 1n t wo series, both dated August 1, 19~1, and 
m~turing August 1, 19~3 . They cannot be presented i n payment 
of income tl\xee before January 1 , 19~2, and .must be held by 
the purchaser at least t hree months i t they are to be used tor 
that purpose. On January 1 of each year hereafter, t wo new 
aeries or notes will be provided so that a taxpayer can 
always purch.l\ae notes duri ng the entire year in which he 18 
receiving h1e income tor use in payment ot taxes due the 
following ye~~r . 

(A copy ot the "Know Your Taxee• pamphLet i s enclosed) 

-oOo-

, 

• 
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' . Treasury Depanment301 
Division of Monetary Research 

) Date- 10/23L!!l __ l9 

To: Secre tary L:or gen thau 

From:l:r• White 

This ls the cable you 

wanted sent to London. 

Please initial . 

I 
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!'Q! C.ISADA!, .umtlCAN BIIBASSY, LONDON. 

!'ROll '!'HE SBCRETART 0? '1'1£ 'I'REASIJRY. 

Address by John L. Sullivan, Assiet&nt Secretazy or tba Treasury, 

before t.nnual 1111!etl.ng of .t.ssociated Industries of Naasachuaetta Boa•-n ' .... ' 
october 23, 1941, contained following an.,.r to United States Chamber of 

caa.rce etateiD8nt ccmpe.ring British and American taxation per capita 

t:vl as percentage o! national inc,_, 

"Reeentl,y the Chaaber o! C~rce ot the Ullited States issued a 

state.,.nt purporting to show that per capita taxaa are higher t<>Ciq in 

Alll8riea than they are in Great Britain, and that a larger proportion or 

our national ineCIII8 goes to the Federal 'l'reaoury in the tono of taxes 

than in the eaee of Great Britain. I do not know the motive or the pur­

poae of this statement. From DIY e04U&intance 1f1 th the of!icers and mam­

bers of that aaaoeiation I am led to attribute to that statement no 

30 2 

ulterior motive or umoorth;y purpose. HOWever, I !eol obliged to state to 

you and to the country that the into=ation contained in that stateiD8nt 

is at l:"eat 't'&rianee with all o! the iotor~~~otion at the diSposal of the 

United States 'l'reaeury Department. 

Perhaps one reason tor this di!!erenee 18 that the figures in the 

etatement appeared to include Social Security taxaa in the tJnited States 

while excluding u- and similar tax chargee tram the BritiSh estimate. 

S1roilarl,y , as a result o! using as a !igure tor the British national 

income 36 billions of (lol lars rather than 24 billions of dollars {'IIIU.cb 

we believe 1a the correct !igure) the eetill&tel were thrown far out of 

tocue. The correction made in the !iguree aa a reeult or our information 

. 
• 
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oatal>lUbe• tbet, wt.reu tbe Cbelol>er ot c • ce atataa that the per 

capita tax in AMl'ica S.. tl68 par :rear aa apinat a lliJI1lar per capita 

taX paid in oreat Britain ot 1165, thia latter filii" llhoul.d 'be cb&npd 

to $200 par year. 

Sl.ailar~ I wiab to correct tbe &tat..nt about the propart.ion ot 

national inCC81 be1Dc oolleewd in taxa• in the two cou.ntrlea. In tile 

current tiacal :rear a~w)T 22 percent ot the national 1ncoM ot 

t.ba tJI'>it.d Stew• 1.8 l>eiDC oollect.d in taxa• 'b7 Jational, etate and 

llllllll.cipal &Oft.,..nta. In Great Br1Win appran.&teq 40 percent ot 

t11a national inC ... s.. goin& thia :rear tor taxaa. S1.- tbe par capl.w 

1ncoM in the \Jnited Swwa ia ..ch bl.Pr than in Great BriWin, tba 

actual burden ot current taxation \lpDD the BriUab people ia nry IIIICh 

greater than that upon the .blerican people . • 

Pleaee intom the ,Uobaaaador and d18tril>ute to BriUah Treaaur1 

4lld othera int.Teeted. 

Hll;bvl 
JJJ/2J/ t;l 
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TELEGRAIII SE!lT 

PD GRAY 

OctobEr 23, 1941 

10 p.m. 

AleElhBASSY, 

LONDON . 

4670 . 

FOR CASADAY FROM SECRETARY OF THE TREA~RY. 

~UOTE Address by John L . Sullivcn, AssistLnt 

Stcrtt&ry of tht Trtrsury, b&f ort tnnucl meeting 

of Associcttd Industries of ~.r ssrchusttts, eos ton , 

Octob er 23, 1941, c ontcintd following Lnsv:t r to 

United Str. t cs Chtmber of Commerce att. ttmtnt 

compcring Br1tioh end Amtrictn t cxt.tion pt r ccpitn 

e nd rs perccnt cgt of ncti oncl incant : 

SUBQUOTE Recently the Ch&~~~btr of Corune ret of 

305 

th t Uni tEd Str tts lssucd r. stLttmcnt P'-'.rporting t o 

show tht t ptr cr.pi tr. tnxcs rrt hightr todry in Am trice 

thr.n they t rt in Gr tL'. t Br itt·in, rnd the t r l t.rger 

proportion of our nr. ticnr l incor~t goes t o tht 

Ftdtrr.l Trtcsury in tht f~rr. of trxcs thrn i n tht 

cts t of Greet Brittin . I do not kn~w t he ~otivt 

or the purpose of thi3 s trtElllcnt. From ,.y cc­

qurintcncc with th£ offic trs r.nd J"'tmbcrs of tbct 

r sscciction I Cl" ltd to c ttribu tc to thr t stc tcrn cnt 

no ul te r i o r 
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no ulttr1or motive or unworthy purpost. Howtvcr, 

l fEEl obliged to state to you r.nd to 'the country 

th£ t tht 1ntormrtion contLinEd in the t stctE:mtnt 

is et grtr.t vnric·.nce with ell of tht informr.t ion 

t~t the disposcl of tht United Str•tts Trccsury Dc­

pcr trmt. 

Pcrhcps cn t rttt:JOn f o r this difftrtnc e is thc.t 

tht figurES in the stc.to mt c ppecrtd to includE 

SOcit l Security t e xts in the United Stc tcs wj:,ilc 

excluding ther e.nd sit<J.ltr tox chrrgca froM the 

Bri tiah tstir.otc . SiMilcrly, r.s r result of u:Jing 

306 

rs n figure f or the Br1tioh nc tionr 1 incor.t 36 

billions of dollc rs rc.thtr then 24 billions of dollars 

( wtich we believE i s thE ccrrect figurt) the E3tin·£tea 

wert thrown fcr out of focus . 'll1t correction Jlt<.d t 

in tl:e figure s t s c. rescl t of u ur inton.• tior. 

estcblishts tb.t t , whcrtcs the Chc.mber of Cocm. crct 

stctcs the t the per c t pitll t r.x in l.!"trict is 

,168 ptr y cr. r r. s t gcinst o similcr p cr cr.pi tr 

tcx pnid in Greet Britt~in rf ~165, this letter 

figure should be chcngcd to ~p:aoo per ycrr . 

Sir'lilrrly I wish t o c orrect thE atctCTlrnt 

cbout thE 
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- 3- #4670 , October 23 , 1941 , 10 p .r . ~ London 

o.b,,ut tht prcporti t•n c f nc, tionr.l 1ncco• t br.ing 

c·· llccttd in trxcs in tht two countries . In th e 

current fiscc 1 ytt.r npprcxint tely 22' pEr cent of thE 

nr.tioncl 1ncor c of the United l;tct ts is being ee l ­

lee ted 1n texts by nr.t1ono.l, ato.tt c nd mun1c1pcl 

governmEnts • . In Greet Br1tr.1n cppr ox1"" tcly 40 

ptr cent cf the nrti cn.r.l income 1s .;cing t.Cis -ycor f e r tcxes : Since the per ccpitC' incc: c in 

the UnitEd Stc t .:s is I!IUCh 1.1ght r thrn thct 1n 

Gr~r t E'r1tn1n, thE c.ctucl b\.I'den cf current 

tr.xct1on u pon t he Sri tish peoplE is very 1~ueh 

grt~ te r thc:n thl 1; up~n the Allericr.n people . END 

SU~lO'!€ . 

PlecsE inf ~rr. t:~e /unbc ascdc:r rnd distribute 

tc Eritish Trcc sury rnd t: thcrs interested . Et:O QUO'IE 

EA :l'F: PAK 

HULL 
( !IF) 
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( TREASURY DEPARTMENT 

INTER OFFICE COMMUN ICATION 

D ATE ()ct.ober 23, 1941 

TO liT • "lihite 

•A oM liT . Hoflich 

Subject: British E>roendi tures C<>g!'!Cl to !lational Income, 
1940-41 and 1941-42 

Br1 tish Ooverm:,.nt expenditures IU'!..l!2!!.£0nsueinc 70 per cent 
of the nat.l.onal incOO!e . Both total ard war exoendi tures are ex­
pecteo t,o be higher for the fiscal rear 1941-42 than in 1940-41, 
and will represent a soo:ewhat greater proportion or the national 
incoJDe . 'ftle figures are given below: 

ExJ?endi tures : 
AmoUllt (1) 

(;. million) 
Per cent of 
national income 

l94Q..4l 
Defense and war 
Total 

3, 220 
3, 884 

1941-42 (April, 1941 budget) 
Defense and •1ar 3, SOO 

4,20? 
58.) ........ 
70.1 \'otal 

(1) 

(2) 

(3) 

National incoa:e esti.,..tes: 1940 - '- S, SS6 l!illion (2) 
1941 - 6,000 • (3) 

Brit.l.sh Treasury confident.l.al ..eCIOrandwa, "United Kingdoco 
Financial Policy, • not d.at.ed, sent by Cas~)' fi'O!!l London with 
letter cl:lted September 26, 1941· 
t'or the calendar :year 1940. British llldte Paper, "An AnalY$1• 
of the Sources of r.er Finance ard an EstiJDate of the Nat.l.onal 
Income and Expenditures in 1938 and 1940, • April, 1941. 
t'or the calendar year 1941· Brit.l.sh Treasury estimate (un­
orticial) . Cable No. 4863 fro10 Casaday, London, Oct . 12, 1941· 

• 

Regraded Unclassified



O.tober 23, 1~1 

MJ dear Mr. Stoeaae1: 

Uter telephuiDf 7ou, the other 
u 7, I thought the Mt v onr ..a lt 
...... to .. -h• te follow t he •uc­
geatlon whloh I •u for f..,. tllat I 
llieht hurt the fetll.Dca of aae t'J'l.nda 
who han bta YlrJ cneroua 1a cb~ 
et their tiat w ''"1"' te tu Tr••­
W'7· 

I hepe at a later date I will be 
abl e te get 1IUP aaalataDoe on ,.., et 
OUP fr•1ur7 progra.a. 

Tbankl, )'01l for 70ur offer tf 
cooperation, •-111 

Toura d noerel7, 

,.._., .. ····*-· , .. 
llr. Albert Stoene1, 
lulllari Sohool tf .llualo, 
130 Clar-t A..-u ... , 
11 .. Torlr , If. Y. 
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o.t••·· ... 1111 

Dear liP• '"ISMdt 

La•' ~·-··- •••••• , • kll-'•'~- ---~ 
RAIIP• It WI wl " fteNM ..... tM ... "' ........ , ... , ..... ,~ ...... . 
1 tlal .. , .. , .. - • " ..... ,_ ...... .... 

ftll .. - 11 I t. • t. .... , ... *' t ...._, ,. ...w 11M .. 
ban the aUMIIei .... I• wUl MtlM 
t llal tu ,.. ll wu.w -. ,_ .. 
C1 t4er-I..C~lel .t U.. la'J• 

IU..nlte 

'"•., .. a " 

FI/ogk 

• 

31.0 

... ? :;....-,~~~ 

7}$1· (!_ . -43 

tc-~ 
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TO 

PROM 

TREASURY DEPARTMENT 
INTEJt..OI'l'lCIE COMMUNICATION 311 

DAT& OCT 13 *' 
Secretary Morgenthau 

llr. Foler 

The authoritr of the ittorner General to 

investigate subversive activities of Federal emplorees 

is contained in the ict of June 28, 1941, Public No. 135, 

77th Congress. The full text of the provision is as 

follows: 
"Federal Bureau of Investigation 

"$8, 750,000, of which at least $100,000 shall 
be available exclusivelr to investigate the 
emplorees of every department, agency, and 
independent establishment of the Federal 
Government Who are members of subversive 
organizations or advocate the overthrow 
of the Federal Government, and report its 
findings to Congreea• . 
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TREASURY DEPARTMENT 
312 

DATa October 23, l9U 

At tho tiM wo took onr tho peraoanel in.,.etig&tiona ot 

clo!on.oo -aW>Tooo at tho roqu.oet of tho Pr .. iclct, llr. Kcllo7Dolclo 

ototocl that in caq 73 ot tho 469 cuoo ro!orrocl to tho F.B. I . 

bacl cQIIIPloWd report• be-. rocoiftcl tr<a tho P.B.l. 

llr. lrq ..tdoae that appi'Old.Mteq 2,000 roqu.oeta hen 

con• to r .B. I. !or in!omation on peDd1nr cuoe an4 that bod. 

132 roplloa hen be-. rocoi.,.cl, of which nwober 128 were receiYOd 

clurinc tho period !rca J une 28 to Jul,y 17, l94l· 

Attachocl 1a a ...,ranc~um tr<& llr. lrq in 110ro clet&il. 
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TREASURY DEPARTMENT 313 

WASHINGTON 
.,...,. <W 

CHIU. IMTEWGIMCI u•rr October 2), 1941. 
JUWU OF INTUNAL UVI:MUI 

•ro: Mr. Thompson 

FRO:.. : Elmer Irey 

Since the Treasury enforcement agencies began Daking 
ch.ir.loter i nvestigations of persons pr oposed t or empioy­
~cnt in t he national defense agencies, we have received a 
~otal of ~ eases . Of t his number we have disposed of 
J8Jl1, and a t the close of business October 21, we had on 
iiiiiif ~821 in process of investigation. 1/e are now receiv­
ing t ese eases at a greater r a te t han at any time. There 
ar e coming to us an average or 400 per week, t here having 
been received during the past six weeks 2t)6. We are 
disposing of these eases a t the average ra e of 125 per 
woelt , 

In May, 1941, I discussed with !..r. l>' cGuire our i n­
abi lit y to secure information from the tiles of the FBI 
relating to the persons under investigation. He sug­
Eested that we fo~vard to him every third day a letter 
containing thirty names and he would arrange tor the 
i nformation to be rurniahed. Commencing ~uy ) , 1941, we 
f ollowed this procedure, and have sent to t..r . !..eGuire 
l i s ts with a total of 2 , 070 names included. These lists 
were delivered at J,lr. ILeGuire ' s office personally by 
Special Agent Gaston, who on each visit made request for 
i nformation concerning the names in previous lists, lfe 
have received replies with respect to onlY 1)2 n~es, ot 
which number 128 were received during the period from 
.rune 28 to .July 17, 1941· 

In hie memorandum to the President in February, 
1941, Mr. Jl oReynolds stated that the Federal Bure or Inve,~ige.tion had at that time disposed of 7~ c e out 
or 4" referred to t hem ror at tention. 
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TREASURY DEPARTMENT 

INTO 01'1'1C& COMMUNICATION 

TO S.cret.&J:7 llorplltb&u 

"'o" llr, ibCJIIIliOD 

314 
DAft October 23, 1941 

ror rour into.-tioo, I aa .w.ittina the tollowizlc report 

with reopect to additiODil perooonell 

PollowiiiC receipt. ot J<IU.Z _,rand\& ot October 6, pl.&cinc 

upon • the reepoalibi1lit7 tor the ettieient opention ot Chick 

Selnlan 1 ottice, a otwl;r W&l .a.S. ot bio opera tiona an4 the etti­

cienCJ ot bio personnel. ODe o.plOJee-& ltenograpber aoJd&necl 

to newepaper worl<-wu tranaterrecl out ao abe wa• not adapt.oble 

to the wort< to which aaaifllled. It wae apparent that there was 

need tor an adlldniltrative man in the unit. Cont.acte have been 

made with onoral prospect• and I had 111.de a tinel aelection to 

report to 7011 tbia 1110rni.ng onlJ to find at the lalt llinute that 

the MD did not ot.a.n4 up UDder innlti&ation. I aa having one or 

two other proepect• checltecl an4 will k"P beck ot tbio unUl it 

11 clearecl up. lben tbio MD 1a pl.&cecl in the unit I will ban 

bia report co other poeeible cban&~• to illpron the ottice opera-

tiona. 

I have n~otiatioM UDder ..., with tour ...,, all aperielncecl 

in ot!ico orpnioation and procedllrlo, tor ahi,..ent to look into 

our variouo Trea81U7 ot ticee t .- tiDe to t~. I think that the 

Poreiflll Funda Obit which baa ,...,.... like a Dllhroc:a 1• the tirlt 

pl.&ce to ban it• orpnioatiOD checkecl· 
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I baft .u.-a...s wi'\b llr. OuWa th ~OD of u uaiatall\ 

1n hie oftioa. •• fMle ft17 .t.JUIIlT t.bat; llr. 1oM S.. 1'lll..till.1JI 

hi• _..l'T DHd, but atkr c11-lilll \be poeo1b1lit1 .. of th h•v • 
load ah...S, I t.h1Dit he would Do\ look witll cl1ofan~r oo ba'l'iDc 

t.~~o\har - aroecl. Sino• 1D tile rna\ of wv Coll.t. Gaud ~ 

co to the k'17 l•YiDc ~ u llr. Outoa'• pr1Dciplll ~ 

MDt, I ba-... naw\ed '\bot; perbape tile d.t.llU of - of tile 

!rMMII'T ~ 1\\aohee Jd&b\ be th ool.UOD. llr. 0utoa S.. 

coD.d.deriDr t.ba\ but he al.eo hu 1D II1JIII. mo\hc - tbll\ he wwld 

lilt• to tll1Dk &haol\. •• will pt; topt;bor OD tba Mtter UDUl. 1\ 

11 .~tled. 

Por 'll!f 1 d1a\a office, I lA ba'liD( check• Mdo OD ~ 

proepeat;o, one a prl, eo \bat; Charlie Bell aod I wq ba-... -

c11rac\ relief obor\lT. 

In t.hio rwpaot; I ~ po1D\ out tba\ with the appoiDt.&\ 

of th faor apar\1 prCfcMd for orpobat10D&l wort<, ooo81
<4 ... 11lo 

Nliat will be felt 1D 'll!f 1 Llia\a otti••· 

I 
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October 6, 19U 

Joru.n 'fbOIIpSOD 

Secretat7 Korgenthau 

I baTe told Ferdinand ~uhn that after he baa written 
a speech or done &DJthtng else tor .. that bas to be 
gotten out by Chick Schwars or hia office that I uhn 
should go t o l oraan !h011paon, tell hllll what l.t b be 
wants done tor 1111, and l et l ol'll&n !houpaon aea that it 
I.e dona. 'fhh does not mean that I want llol'IUD 'fhompson 
or hla own ottlce to do it, but I want l orman 'fhot~pson 
to see that Chick Schwara'a office does it, which means 
that it i s up to Joraan Tboapaon to ••• that Chick 
Schwarz'• office operate• eff iciently. I questi on that 
l.t hu been doing thh in the put. 

Please, Joru.n Thompson, take a look at Chick 
Schwarz'• office. Until further notice, I would l ika 
you to personallf feel that you are ruponaible tor 
the etfloienoy ot Chi ck Schwarz'• ottioe . Thank you. 

• 
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October 23, 1941 

Dear Kd : 

Thank you tor JOur proapt coa­

pliance with ~ requeet t or a copJ 

ot the eooreboard•. I appreoiat.a 

JOur eending thla to ae Yer7 auch. 

loura elncer ely, 

Mr . E. R. Stettiniue , Jr. , 
Lend- Lease ! dminiat rator , 
OUioe t or Emerr,enc7 li&Dagement , 
l'.aahington, :>. C. 

""' -I • 
') . ,. 

~l 
• j 

\ ' . ' l 1_, >J 
tvv-

I J -1-.~. 
-y .• --r 

I 

77 m· e 
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Clf'F1C£ - DIEJiaNCY ILINIICD4EI<T 

DIVISION OF O£.fl:NS£ AID REPORTS 

Oetober 22 , 1941 

Tile Honorable HeDrJ llorgenthau, Jr. 
Seoret&rf of the Treasury 
llaabillgton, D. c . 

Dear B•Dr7• 

U proodaed in -r oonnraati on 
7"lterday aften>ooll, I aeod ,...., 
harewl.th , eow of the•aeoraboard• 
I abo wed you in your oftiea. .-! : 

Sinearely your a , 

E. R. a, Jr. 
Lend-Leaae Adminil tra tor 
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r-~ c:s: c:.auncay 

c 
0 , 

T 
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Oc\ollor :l}, 1~ 

De ....... leori\U71 

I • .,.oloobc ov oo10pllaUoa tor U.. -

o..W Oo\o'Nr 15, l~l, *owlac tollar 411-..r-ato ou\ 

ot U.. lrlUIIh ""''" aat JroaCib aoeouh a\ "'lo llollk 

loll4 Ulo •aa• liT ••• \llooo oxpolldUvoo wore tiaaaoo4 . 

1•1 L. W, boa 

L. W, laoa, 
nco Jrool4•t. 

loaora.'blo a.U7 llorpau..&, J r., 
looro\U7 ot U.. !1"1.....-r, 
W_.1Joc'oa, D. 0. 

laolo.,.... 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATC October ?}, 19~1 

TO l•lr. 

'"o" Mr . 

response to your request ot December 26, 
1939, t here is eubQ1tted herewith tor the Division ct 
Research and Statistics a memorandum listing, with briet 
deacriot i ona, the studies or proJects comoleted or under 
way, and t he names ot persona working on eech, tor the 
aonth ot August 19~1. 

--=-
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DIVISION OF ru:s::.A.l'l.CR AI!D S':'ATISTICS 
324 

Reoort 
. a· an 

For conveni ence of referenoe, the studies listed are 
~ l'ouped under g eneral subJeot heads. 

The nnmes shown for parsons llorkin(! on each oroJect 
i nclude only those who participated fairly directiy as 
er.olalned in the int roductory note to the corr~s~ondtng 
re , ort suboi t ted on December 2S, 1939. i/o atte~t has 
been made to cover also persons whose responsi bliity i n 
each oarticular case was mainly in olAnning, eupervislnb, 
or consulting. 

Financial Analysis 

I". ?roJects or s tudies ooopll'tf'd 

l . A r eview ot current develoocents in t he hi Rh-vrade 
sPcurlt1 es markets was pr epared, a.nd a cenoranduo 
waG transoltted to the Secretary on Augus t 5. -
!.r. Haas , !:r. ~iurphy, l:r . Foy, !:r . Barnett 

2. 

) . 

Thi s review contained, ln addition to analysis of 
t he ourrent s 1 tuat1on, the follo1~1ns special study, 
on pace 4-: 

Comparison of t he yields or short- and lon6-
t erm Government securi t ies during t he nast 
22 years . - J.:r. Barnett 

A mat uri t~ calendar for each i aaue or di rect ar.d 
:uarantee borids and notes or the Unltea States was 
pre~red, showing by year, month, and day, wit~ cal­
endar year totals, the aaounts outstanding, clas­
sified by fixed ~aturity issues and by callRble is­
sues according to the :caturity, Urst, and final 
call able dates. Tne calendar was 9rc9ared as of 
l.U!$ust 2. - ~!is s Lagos 
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date on vbioh t1ret traded and abo tor 1;he :rear 1941 
to date. A ohart tor each ieeue waa kept up to date 
shoving recent dally prioe and yield tiguree, together 
vith oomparatiTe monthly data einoe 19)4, aince the 
date ot ieaue, or since the date tirat traded. Similar 
oaloulatione are made da1l:r on the baa1a ot Hew York 
Stook Exchange oloaing quotation• on direct and guar­
anteed bonde ot the United Statea, tor uae in prepara­
tion ot the publication 1Market Prioea and Yielda ot 
Outetanding Bonde, Notes , and Bille ot the United Statee• 
deeoribed under Publioatione in ~report. - Mr. Mood;r, ' 
Miee MoCoy, •lr. Kroll 

4. At the requ.eet ot the Secretar:r, arranguente have been 
made to secure peri odicallJ from the Bri t1ah Ellrpin 
purchasing Dl1eaiona certa1n intol'll& tion regarcllng our­
ohasee in the United States by the Si'itlsh,.ikre. 
Various reporta and tablee are prepared from 1 in­
f ormation, and all &1'11 tranamitted aooording to inat.ruo­
tiona by the Seoretary. - Mr. Haaa, Mr, Lindow, Mr. Wagner, 
ltr. Maroh, Mr . Ma;ro, Mr. Maroua 

(a) Weekly statements are received ooTering the 
itemized purobaaea by British Empire GoTernmenta 
through the various miaaiona, the itemized pur­
ohaeee made by these Governments with the knowl­
edge ot the missions but not through their 
tao1li t1 es, and inquiriea made through the mis­
sions tor f uture purohaees. Similar atatement a 
are reoeiTed shoving, by itell1r.ed oontraota, 
deliTeries made with reepeot to orders placed 
by the United l:lngdom through the mieeiona. '!he 
detail• with reapeot to orders and deliveries 
are olaeaitied by ao11e twenty-rive oo-odity 
groupe deaigned eapeoiall:r t or the purpoae. 

'l'heae data are renewed and edited in the Dirt­
eion each week and a report ie t hen prepared 
eummarizing in dollar Tolume the information 
on ordere and deliTeriea, b;r oommodi t:r groupe. 
Tbia report oonaiate of eight atatementa: the 
firat three summarize order• placed b7 the 
individual government a of the Br1 tiah Ellp1re 
tor the ourrent week and the total• to date; 
the next three atateaente eWIIIIari r.e total 
order• of the Br1t1ah Ellpire on an hittorioal 
baeie; the laat two etateaente preeent data on 
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(d) 

- 3 -

deliYeriee v1th respect to ordera placed b 
the United Iingdom through the Britieh mis!i 
Theee weekl7 oo.mod1+- statements one. .. •J were prepared, 
an ... were transm1 tted on Au"'• at 2 S 15 22 and 29. o- • • • • 

The DiYiaion also reoeivea eaoh week the data 
requi red to prepare atatementa g iYing the de­
t aila concerning t he phya1oal Yolume of airolane 
and airplane engine ordera 1D the United States 
b7 the Br1 t1sh Empire. The material tor t hese 
statements 18 contained in a group or work sheets 
prepared b7 the Br1 t1ah Purohae1ng Coma1saion 
but it is necess&r7 t or the DiYiai on to consoli­
date and coordinate the inf ormati on oon1<a1Ded 1n 
the Collllll1saion 's s;a;eaenta. the t1n1Bhed t ables 
show, by compan7 and b7 tJPe ot plane or engine, 
t he tollov1ng intomaUon: (1) auamary of orders, 
deliveries, and exports; (2) history ot orders; 

~
3) h1ator7 ot deliYer1ea; (4) hiator7 ot exports ; 
5) scheduled deliveries ot untilled orders; 
6) options: scheduled del iveries; (7) spare 

parts: orders, deliveries, untilled or ders, and 
options; and (8) secondhand units: orders, de­
l iveri ea, and scheduled deliveries ot untilled 
orders. These aircraft reports were prepared, 
and were transmitted on August 2, S, 15, 22, and 
29. 

A aeriee of six tables hae been developed to Bhov 
aaoh week the disposition ot airframes and ai rplane 
engine• insnected i n the United States by t he 
Briti sh purChasing mieei ona, and the atatus or 
airframes and airplane engines on band in the 
United Stat es. Separate tables tor airframes and 
airplane engines show, b7 oompanJ and b7 model: 
(1) the dispositi on Of Wli ta inspected; (2) the 
status or these unite; and (3) the ph)'sioal loca­
tion ot the units awaiting export. These tables 
ware prepared, and were transmitted on August 4, 
11, 1g, and 25. 

Reports are nreoared saoh weak showing commit­
menta by the-British Empi re Governments tor 
capital exnenditures in the United States and 
t or ext r aor d1narr charges designed to expedite 
deliveries. The data t or these stat e!Dents are 
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pr oYided by the Bri tish Purchasing Commission 
but the t ables actually are prepared in the 
DiYision. Tables shoVing capital commit~ents 
were prepared, and vera transmitted on August 2 
22, and 29, ' 

(e) A group of seven analytical tabl es on British 
Empire orders of iron and steel is prenared 
monthly . Four of these cover co~erciil iron 
and steel, excl uding ferro-alloys and drop 
forgi ngs , and are claseif1ed by product. One 
table covers ferro-alloys and sili con metals, 
and also is classified by product. The last tvo 
tables cover drop forgi ngs and are classified by 
manufacturer. State;aenta shoving Br1 ti,sh ::mp1re 
orders of iron and steel aa of June )0, were pre­
pared, and were transmitted on Augus t 15. 

(f) Arrange~ents have been made to receive informa­
tion on a physi cal volume basis for t he orders, 
deliveri es, and dat es of scheduled deliveries 
on untilled orders, with respect to several other 
important commodities. For each of these com­
modities t he following t ables are being prepared : 
(1) current delivery status of orders; (2) hiStory 
of orders; (3) history of deliveri es; and (4) sched­
uled del i veries of untilled orders. The data i n 
these tabl es are broken down by particular produc t s, 
particular models in each oaae, and particular 
manufacturers. 

Statements covering var1oue commodity groups were 
prepared, and were transgit ted as tollows: 

Explosives and propellant• , on August 4 
Ships, sl3811 boats, and 1118rine engines , on 

August 4 
Small arms ammunition, on August 8 
Airplane propellers, on August S and 15 
Chemicals, on Augus t 11 and 29 
Motor vehicles, on Augus t 15 
Nonterrous metals, on August lS 
Sub-machine guns , r evol vers, and r1tlee, on 

August 25 2 Small arms (tully automatic), on August 9 
Tanks and tank equipment, on August 29 
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In addition tables are baing prepared on the 
following OOlllllod1 ty groupe: 

Ordnance 
Shalla and bombs 

328 

(g) Certain financial 1ntol'lllation concerning the 
orders plaoed ln the United St ates by the 
~ri tiah Empire i s present ed 1n a monthly re­
port. This repor't coneiata ot three tables 
showing by commodi tr groups a aummary ot th~ 
atatua ot pa,.menta on dollar order a placed; 
the hie torr ot pSfmente made; and a t orecaat or 
future payments on unpa1d oouJ. tmente. There­
port was prepared, and vaa transmi tted on 
Auguat 22. 

{h) Arrangement a have been made w1 th 12le Citadel 
Herohandising Company, Ltd., a Canadian Govern­
ment corporation, to r eceive r egular reports 
showing orders placed tor machine t ools i n the 
United St ates, and deliveries on these orders. 
From t his information the Division prepares a 
report consisting ot three tabl es showing the 
current statue of orders; the hietory or orders; 
and the history or deliveriea . This report was 
prepared, and was transmitted on Augus t 15. 

Statements are received covering the itemi~ed purchases 
by the Netherlands Purchaaino; Colllllieaion in the United 
States, and the volume ot deliveriee made t hereon. 
Similar statements are received concerning the ac tiv­
i t iaa ot Lindeteves, Ino., a large private commercial 
organization operating in tha Dut ch Eas t Indies. The 
detaila wit h respect to orders and deliveries tor these 
purohaa1ng agenoi ea are olasaitiad by the same twenty­
five commodity groupe used tor reporting orders placed 
in the United States b7 the British Empire. 
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These data are revleved and edited in the Dtvision 
Reports are then prepared t or eaoh or these agenoi~s 
summarizing the intoraation on order s and deliveries 
claae1t1ed by OOIIIJ!IOd1 t:r groupe. These reports con- ' 
sist or three statements: t he tirat ehows t he his tory 
ot' orders placed i the second ehowe the h1atory or de­
liveries made on these orders; and the third shows 
t he current delivery status or orders . These com­
modity statements covering orders or the Net herlands 
Purchasi ng Commission were prepared, and were t rans­
mitted on Augus t 2, a, 22, and 29. Similar statement s 
tor L1ndeteves, Inc . , were prepared, and were trans­
mitted on Augua t 2, a, and 22. Bot h gro\1'!) 8 were trans­
mitted according to instructions by the Secretary . 

6. In reepons e to a request by t he Secretary on January 21, 
t hat mea auree be taken to obtain informati on to assist 
in carrying through the defense financi ng progru, 

----:- arrangements have been made t o obtain the neceaaar:r 
de t ailed etatietioe on the hold1nge or each ieaue of 
the ubllo debt ana or uaranueaeecurltlea 6 the 
vari ous o ae8e8 o o 
Mr s . woikind, Mr . b, J . Leahy, 
)!r . Alter, Mr. Robbins 

A summary vas prepared or the data received as of 
June )0 , consisting or brlet explanatory text and six 
taolea t or publication i n t he Bulle tin ot t he Treasury 
Depar tment tor August. 

Tbe information as of July )l received in r esponse to 
our letter of July 29, from 7, 000 ban.ke and insurance 
companie8 vae coded, tabulated, and analyzed. A coa­
preheneive analyld.e vae prepared, consisting of 100 
table8 shoving thla informati on, olaeeitied by t TP• 
ot i nstitution, by i aeue, by geographic area, by call 
olaeeu, and by tax- exemption provi81cn8. 

New letter• were sent out to the bank8 and i nsurance 
companie8 on August 29, requ8ating comparable data as 
ot August )1. 

' · 
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on 
Statee, the ReaarYe Banxe, and the Poet otrice 
Department. 'l'lle reporte prepared during .Auguat were 
tran .. itted aooord1ng to inatruot1one b7 Hr. GraYea. _ 
Mr. Haae, Hr. Reagh, Hr. Brown, Hr. 'l'ioltton, Hr. !Croll, 
Mr.D. J . Leall7 

(a) 

(b) 

(o) 

A t able waa prepared on Auguet l, oo~~~parlng 
•alee in dollar YOllllla, on the baa1a of the 
iaaue p r1oe, 1n Jul7 and in June, of auinga 
bonda, a aries E, r, and G. !'lle table shoved 
the aonthl7 and da117 anrage ealea b7 Poet 
Offioee and b7 banlta, v1 th to tale, together 
vitn the abaolute and peroentage obangee 1n 
Jul7, tor the month and tor thl da1l7 aYeraga. 

0&117 tables were prepared, ehoving tba dollar 
volume, on the baa1a of the iaeue prioe, of 
Bales of aav1nga bonda, eariea E, F, and G, 
by Poet Offices and by banke, vi til tot&le. 
The table prepared on August l presented these 
data tor eaoh day of July, v1 th to t ale tor the 
month. 'l'he next table, prepared on August 2, 
enoved these data tor Auguat l , with totals. 
Succeeding tables shoved the data tor each addi­
tional day of August, with oumulatiYe totals. 
'l'he table prepared on Auguet 30 covered the 
period troa August l through August 29. 

'l'hree tables ware prepared, ehoving the uount 
and peroent of obange in the dollar Yolume, on 
the baaie of the iaaue pri oe, ot ealea in August 
ooaroared vi th the a ale 1 1.n July, ot eaoh or the 
t hree aeries of bonds, b7 Poet Oftioes and b7 
banke with totala. The table or August 2 
oompa~ed the aalee tor the t1ret d&T of Jul7 and 
ot Auguat. 'l'he table of Auguet 4 compared the 
a&lea t o r the t1rat two 4&71 ot eaoh month. 'l'he 
table of August 5 oompared the aalea tor the first 
three 4a7B of eaoh month. 

-
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Da1l7 '-blea were prepared, becilllllq 011 Aqa.t 6, 
oon'-l.DlJ18 a ooaparau "'' atat-nt ot aalea 1n 
~uat, 1D Jw, UICl 1n J11De t or aaoh ot tlia 
~· aer181 or bonda. !he dollar 'I'Ol'IIU of 
1alea waa lh011D on the bu11 ot 'be 1u111 prloe 
together With the ab1olute and peroenhge ohaJIS~• 
1n Augu1 t troa Jul7, and in Jul7 troa June. '!he 
firlt table ahoved the data for the firet tour 
bul1n81a d171 of ~aoh month, .nth total•. suci­
OIIed1DC tabl81 ahoved the data for eaoh a441tional 
bul1neu d17, w1 th ouaulat1 "'' tota11. 'l'hl tabla 
prepared on .luguet 30 oonred the t1ret 25 bul1ne11 
d171 of the month, repre11nt1118 the perloda of 
June 1- 30, Jul7 1-30, and Auguat 1- 29. 

A table waa prepared on Auguat 7, ahovlng Ialii 
ot aartnga ~onde, eerlea It, r, and 0, 1D dollar 
Yoluae, on the baela of the iaaue price, in the 
monthe of Ma:y, June, and Jul7, nth totala. 

A table wae prepared on J.uguat 1, ahoving aalee 
of aavinga bonda, eer1ea E, r, and G, b7 Poet 
Off1oea and b7 banta, in dollar Yoluaa, on the 
baeia of the iaaue price, in the monthe of May, 
June, and Jul7, w1 th total a. 

A table waa prepared on .Augu1t 7, ahowlng the 
e1timated number of unite of Defenae aaY1nga 
ataape, olaeaified b7 denoainat1ona, aold in 
Ka.;r, in June, and in Jul7, w1 th to tall. 

A table waa prepared on .t.uguet 20, abow1ng the 
eatia&ted nuaber of unite of aaYinge bonda, 
aeriee E, F, and 0, aold by Poat Office• and b7 
banta, in Ka7, ln June, and in Jul7, with totala. 

A table waa prepared on .t.uguat 21, ahow1ng the 
eat1mated nuaber ot unita eold ot aaYinga bonda, 
aeri•• E, claaaitied b7 denoa1nationa, b7 Poat 
Offioee, and b7 banta, in Ma1, in June, and 1n 
July, w1 th totale. 

Two table. were prepared on Auguat 20, one tor 
1ayinge bonde aeri88 r, the other for aerlea G, 
lhowlng the e~t1-ted nuab1r ot unit• •old, olal­
lif1ed b7 denolinatiOnl, in KaT, in June, and 1D 
Jul7, with tot al•• 
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A table was prepared on Auguat S, reporting sales 
or eaTings bonds, series E, r, and G, in MaT, in 
June, and in July, with totale, by Post ottioea 
and by banlta, by the nuber or bond unite · the 
dollar volume, on the baeia of · the iaaue price· 
and the number or purchasers, excluding second' 
co-owners. 

Four tables were prepared, showing sales or sav­
ings bonds, aeries E, by Poet Offices, and by 
banks, in dollar volume, on the baa1a of the 
issue price, claaait1ed by Statee. Three tables 
showed these data tor the months or May, June, 
and July, respect! vely. The f ourth table showed 
the totals tor t he three-month peri od, This 
table was prepared on August 21. The tables t or 
May, and t or June were prepared on Augus t 22, and 
the table tor July on August 18. 

A report oonaieting or 150 pages, vas completed 
on August 30, shoving sales or savings bonds, 
series E, tor the month or July, in dollar volume, 
on the basis or the ieaue prioe, by Federal Reserve 
districts, by States, by oi ties, and by counties, 
all olaeeitied by sales age~ts and denominations. 

A table was prepared on August 1, comparing sales 
in dollar volume, on the basis or the issue price, 
ot Defense savings bonds, series E, in May, 1n 
June, and in July 1941, and sal ee ot savings bonds, 
aeries D, in the corresponding months or 194o. 
'l'be absolute and percent age changes were shown. 

Lists or qualitied sales agents tor savings bonds, 
aeries E by Federal Reserve dletriots, were pre­
pared, a~d were sent to t he Federal ReaerTe Banke 
on August 15 tor revision. 

In cooperation with Mr . Kilby, a maoh1ne procedure 
wee devised and aooepted by the Federal Reserve 
Bank or Nev York as a aubet1 tute tor the system 
previously used tor reporting sale• or savings 
bands, aeries E. 
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At the request ot UDder 8eoreter, Bell d A 
SeoretarT 8ull1Yan on Auguat 7 a aeaorand ee1etant 
pared on the add1 Uonal coat ot borrow1: ~ "" pre­
the 1aauanoe ot tiiib1e aeour!tlea 00 1 

1 ••an• ot 
tranai1tte4 to thi Uii4er Beoretary"and t~ ~.·::1atant 
8eoreterT on that date . - Kr. XurpiQ', Mr. conrad 

At the requeat ot Mr. Sloan on Auguat 19,a review 
waa aade ot a number ot Detenee bond guizzea prepared 
by the Defenae BiYinga Stitt, and a aemoran!ua auggeat­
ing oerta1n rertaiona waa tranaa1tted to Mr. Sloan on 
Auguat 21. - Kr. Murph)", Mr. Villard 

At the request ot Under Secretary Bell on August 11, 
a aeaorandua wu prepared, and w.a tranaa1 tted to h1a 
on Auguat 13, on the regulation ot oonauaer ored1t. -
Kr. Haae, Mr. xurPhi, Rr. 8an4eiln 

At the requeat ot the Secretary, cooperation waa g1Yen 
the D1Y181on ot Xonetal'l Research and the Dirtaion ot 
Tax Reeearoh in the preparation ot a report tor the 
Secretary on •nuaueal Colll?enaat1on •. - Mr. Xurphl, 
Hr. Bre1thut 
At the request ot the Secretary on Auguet 4, a etudl 
waa aade ot the ~r1oe moYementa ot aeleoted •war• and 
1peaoe• et oofa ln relation to lmpor~ant neva events, 
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wsekly rro~ August 1939 to date and dail r 
Hay 19~1 to date. Indexes were' oonatruot!d ~ 
a ohart was prepared which was tranami tted to the 
Ssorstary on August ~. - Mr.Daggit, J.!r. Colclough, 
Mr . Smith, Miss Hagedorn 

15. ted or the "United Kingdom: 
• - Mr. Mat!ook 

16. A s t udy was oompleted or the Canadian excise taxes 
on automobiles. - Hr. Matlock 

17. 

18. 

1. 

2. 

; . 

tted by Mr. Theodore R. 
has been abandoned. - Mr. Hurphy 

II. ProJects or studies under way 

A study ls being made or the relative interest coste 
ot short- and long- term borrowing. - Mr. Fo7, 
)!r. Barnett, Hr. Rosen 

A study is being made or the avai lable sources or 
funds tor Treaaury tlnancing. - l~r. Villard 

A memorandua i s being prepared on a negotiable • ta~• 
seourl ty. - Mr . Sandelln, Hr. )!urpby 

A s tudy is bei ng made or the probable sxcees reserves 
ln 19~1-~2. - ~!r. Barnett 

~rseent various and on aranteed 
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~ meoorandum is beinB prepo.red on the ad•ra.'lt es and oioadvant~es ot increasi ng t he aho~t-term aett 
hr . Ny · 

7. A r evision ia being made ae ot June 30, 1941 , of the 
eotimates or the ultimate increase in interest costs 
w~ioh wo~ld result from r emoval or t he tax- exeootion 
privilege from !ill ouolic secul•itlea. - !tr. Conrad 

~ . A mP.morandun is being preoared reoom~endinP, l egi sla­
tion ter.uinating oiscellaneouo ttoes of tax exe~'ltlon 
anAlaeous t o the exemption o:r-in er eat on ?ederal 
securitieo, but unaffected by the Public Debt Act ot 
1941. - ::r. Poy 

G. 

10. 

11 . 

12. 

13. 

A study is bei ng made ot >~ar-!'inancin~ measures in 
oelliJ erent count~ies in the oresent \:ar. - !:r. ::at lock 

At t ilt reouest of Under Secr etar y Bell on Oet ooer 11>, 
n memornndum 1R oein'i> prepared on a L1e:norandwn sub­
mH t ed by :.:r. J olm Evans, Presld~nt of the First 
[atlonnl Bank of Denver, Col orado, in reference to 
United St~te s Government bonds now o•med by t he Federal 
Reserve Syateo and 1 ts me~ber oan~s. and suuges~iona 
concerning a refunding nnd chance in tom which 11ou1d 
an'lear t o oe in interest of t he Treasury De~artoent, 
the Federal Reserve System, t he ce~ber banks, the 
Fe~eral De .osit I nsurance Cor~oration, and the nublic 
-encrall y whose m~ney i s de~osited in ~e:ber ban~s. -
::~ . !:urohy 

In response to a r eaueat by Under Secretary 3ell on 
Januar y 27, co~ents ar e bein~ pre~ared on ~ :e: orandum 
by :.r . Geor c;e Didy to !:r . '.:hite, in regard to e ~Ian of 
::r . 1:. ! . Peterson, entitled, "A J.:eans ot ::'i nanc1ng the 
Defense Program". - :.:r . l:urphy 

At t he r eouest of Under Secr etary Bell on li'eor uary 5, 
an analysi s 1s being made of hie alan to r 1nvest1~ 
iinvlnrs bnnks • and insur ance comnnnl es I funds in soecial 
2 perden t Treasury certificates . - !-:r. ':'Icltton 

• 

' 

Regraded Unclassified



14. 

1&. 

17. 

1S. 

20. 

- 13 -
336 

At the request or Under Secretary Bell on February 11 
a memorandum is being pr epared to t he Secr etary regard­
ing a l et ter from Mrs. Sylvia F. Porter, Hew York Post 
dated January 22, suggesting a olan for the distributi~n 
ot United States Government securities . - Hr. Haas 
fi,fi~b I 

At the request of Under Secretary Bell on April 21 , 
a memorandum is being prepared on l!r. Salant • s memor andum 
on •Limitation on Purchases or Defense Savings Bonds•. -
Mr. Hurpby 

At t he request of Assistant Secretar y Gast on on 
August 29, a memorandum for the Secretary is being 
prepared on "Excess Reserves, Credit Cont rols, and 
Treasury Fi nanc!rig1 • -Mr. Raas, Mr. Hu~hy, Mr. Foy, 
~!r. Barnett 

rev eve are e 
interviews tor use in 
being prepared by the 

At the request of the off ioe of the General Counsel 
on August 14 , a reply i s being pl'epared to a l etter 
from the Senate Committ ee on Ban~ing and Currency, 
requesti ng the opinion of the Secretary on S. 1797, 
the Farm Credit Act of 1941 . - Hr. Foy 

At t he request of Under Secretary Bel l replies are 
bei ng oreoared to certain ouestlons asked by the ~ner 
Co~lttee. preparatory to i ts investigAtion ot ban g 
and monetary conditi ons pursuant to Senate Resolution 
125. - Hr. Haas, !U' . )lu~hy, !!r. Foy 

Regraded Unclassified



- 14 - 337 

Revenue Es t i mates 

I . Projects or s t udi es oomnl et ed 

1. The 

2. The regular monthly s ummary cor.~narison was nrenared 
showin~ estimated r ecei ots and ac t uil reoe i ots- 1n 
J uly 1 41 on th e daily ~easury s t atemen t basis . -
!!r. Delcher 

}. 

ll-. 

5· 

6. 

n e ate s '"ere pre"ar e e.s o e en o eac 
~•onth from J une }0, 1940 t hrough J un e 30 , 1942, to 
tllke aocount of additional dnt a r el eased on August 2 
by the Burea u of t he Census . The estimates were 
t re.nsmi t ted in memoranda t o !!i ss Barr, an'1 to !!r . 
\Iebe r on Aug us t 22. J,. t abular presenta t i on of t h e 
pooulation estiua te as of June )0, 1 91+1, by States, 
\ro.s transm1 t t ed under cover of a memo r nndum to 
::r. ;.:ulr oney on August 22. - !·:r . Bu t ters 

At tr~ reouest or the Sec retary on Au~st 5, r evenue 
~igurcc tor 1920, 1921, ~ 192~ were obtained ano 
were t elephoned t o Dr. Lubi n on that date. -
!:ios l:ichene r 

I n connec tion ~lith t he ·heari ngs on H. lL51+17, t he 
Revenue Bi ll of 1941, a number or revenue estimates , 
11 s t ed b elow \·lere prep ar ed t or use of Asei s te.nt 
Secr etary sui11van and the Division of Tax Research . -
t:r . 0 ' Donnell , l·!r . Leahey, t.:r. Br onfenbrenner , 
:.:r . Butt ers, l·:r. T. L. Sillith 

' 
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(a) A table was prepared, and was transmitted to 
Assist ant Secretary Sullivan on Augus t 1, show­
ing the estimat ed revenue inct•ease, at income 
levels forecast tor the calendar year 1941 or 
income tax revisions i ncorporating the Tre~sury 
excsss-protits tax plan and t he inoreaoe under 
H. R • . 5417; and a comparison ot the estimated 
yield from tbeTreasury plan with that trom 
H.R. 5417 as introduced by Representative 
Doughten on July 24. 

(b) Estimates were prepared, and were transmitted 
to Assistant Secretary Sul livan in a memorandum 
on August 5, or the number or individual income 
tax returns and or thP number or taxable i ndividual 
1nooQe tax returns whiob will be tiled on calendar 
year 1941 incomes. or the estimated increas e in 
net inoomesover those t i led tor t he p receding year 
there were shown the respective portions attributa­
ble t o the increase 1n incomes and to the orov1sions 
ot H.R. 5417. . 

(o) An estimate was prepared, and was transmitted to 
Assistant Secretary Sullivan in a memorandum on 
August 6, ot the additional number of individual ~ 
income tax returns which would be made taxable by 
reducing the exemptions tor married persons and 
s i ngle beads of families to $1,500 and the exemp­
tion for single persona to $750. 

{d) Revised estimates were prepared, to take account 
or the elimination or the provision tor mandatorr 
Joint rpturns, 1n accordance w1 th the Revenue 
Bi ll or 1941, as passed by the House or Repre­
sentati vee on August 4, or the number or 1ndiv1dual 
income ta.x returns and or the number or taxable 
individual income tax returns whlch will be 1'1led 
on calendar year 1941 incomes. or the estimated 
increase in returns over those tiled for the pre-
ceding year there were shown the respective por-
tions attributable t o increased incomes and to the 
provisions ot H. R. 5417. The estimates were trans­
mitted to Assi stant Secretary Sullivan and to l·!r. 
Blough in memoranda on August 6 and August 7, 
respectively. 
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(e) An estimate vas prepared, and vas transmitted 
to ASsistant Secretary Sullivan in a memorandum 
on August 2, ot the gross individual income tax 
liabilities, at income levels forecast for the 
calendar year 19~1, if t he exemptions for married 
persona and single heads ot f amilies were re­
duced to $1~500 and the exemption for single 
persona to ~750 . Accompanyi ng this estimate 
vas an estimate or t he net yield from the in­
dividual i ncome tax levied .under R. R. 5~17 
modified by this substi tution. . 

(!) Five excess-profits tax schedules With revenue 
estimates were transmi t ted in a table under 
oover ot a memorandum t o Assistant Secretary 
Sullivan on August 2. The estimates were ore­
pared on the basis of i ncome levels f orecast 
for t he calendar year 19~1, on the adjusted 
exceas-pro!i te net income tax bt•ackets as con­
tained in R. R. 5417, which would raise an 
amount ot revenue equivalent to that raised by 
the provision for mandatory Joint r eturns. 

< c l 

(h) 

Estimates were prepared, and ware transmi t ted 
to Ass i s tant Secretary Sullivan on August 4, 
ot the total increase in yie l d in t he calendar 
yenr 19~1 !rom the provision for mandatory 
Joint returns. Of t hi s increase t here were 
estima ted the gross and net amounts which 
would be received from the St ates of Ari~ona, 
California, Idaho, Louisiana, llevadn, l:ew 
l:exioo, Texas, and ·.:ashington coobined. 

An estimate was prepared o! t he oercentsge i n­
crease in the corooration surtax rate i n 
H. R. 5~17 necessary to oftcet, at inco~e level s 
f orecast tor t he calendar year 1941, tne net loss 
in revenue !rom ooroorati ons whioh ~1ould be 
caused by r eoealing' the capital stock tax and 
the declared. value excess- profits tax. An 
estimate or the e!tect ot an alternative per­
centage increase 1n t he corporation surtax r ate 
also was preoared. These estimates were trans­
r~i tted to Ass1s tant Secretary Sull1 van in a 
memorandum on August 5· 

' 
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(i) A t abular presentation was made of the ner­
oentage distribution, by broad categories or 
revenue, or receipts forecast in the l atest 
revised Bud&et estimates tor the 1'1aoal year 
19~2, and simi lar estimates from the i ncreases 
in taxes from the nrovi s1ona of H. R. 5~17 as 
1t passed t he House of Renresentat1ves on 
August 4. The t able was ' transmitt ed to 
Ass i s tant Secretary Sull ivan under cover of 
a memorandum on August 5. 

( J) A table was prepared sho,t1ng the "Orel1m1nary 
esti~ated increase or decreaae in- revenue 
from tax changes as i ncorporated in R. R. 5~17 
as it passed the House of Renresentat1ves on 
August 4 . The table showed· a de tailed classi­
ricat1on under incoQe, oapitnl stock, estate, 
and~ift ,ts4es, excise taxes, and miscellaneous 
tax a , ll!'t!rtotals . The table was transmitted 
to Assistant Secretary Sullivan on August 5. 

(k) An estimate was made of the revenue effect ot 
extending t o marri ed taxpayers throu0hout the 
United States the privilege of f111n~ community 
property returns on t he i r 1941 income tax lia­
bilities under H. l\ . 5417 . The estimate >~as 
transmitted t o 1-:r . Blou(;h in a memore.nduo on 
August 7. 

(1) 

(m) 

An estimat e was made ot t he oronortlon of the 
collections from the oao1ts l stock tax under 
t he rates contained in H.R. 5417 which >1ould 
be collected in the tiacsl ycnr 19~2 trom 
oornorat1ons llith net defi cit. The estimate 
was transmitted to Assistant Secr etary Sull ivan 
in a memorandum on Augus t 7-

Highly t entative estioBtes were ~r~pared or 
the effect on revenue yi eld as comp~~ed with 
tho revenue estimated !rom !!. !' .. 5417 from the 
eliminati on of percentage deplP.tion ond or the 
tax-cxemntion oriv1lege on interest from future 
i asuee of state and local governmental securities . 
The est~ee were transmi t ted t o Assistant Secre­
tary Sullivan i n a memorandum on August 7• 

' 
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(n) Por the use ot the Secretary in connection 
with hie statement before t he s enate Finanoe 
Commi ttee on August S, a t able wae prepared 
and was t ransmitted to Aacistant Secretary 
Sulli va.n on that date . The table contained 
esti mates of the i ncrease i n revenue yi eld 
a t f or ecas t income l evels uoed in estimates 
ot revenue effec t s or H.R. 5417, from the 
f ollowing Treasury proposals : 

l. 

2. 

) . 

4. 

5· 

6. 

Under the Treasury exceee-prori t a t ax 
plan, modified by reversing the precedence 
or deducti on of the i ncome and excess­
profits taxes, to decrease the ettect ive 
rate or the exoeaa-prorita tax to t he 
ad justed excees-prori te net incoce,in 
order to secure the eame increase in the 
yield from t he excess-profi ts tax as 
raised by ~ .R . 5417 . 

Reducti on of the present exAmpt i ons 
ot $2,000 and $SOO t o $1 , 500 and S750, 
respectively. 

Requiring of mandatory joi nt returns 
and a.llo>~ing preferential treatment 
or earned income . 

Aboliahnent or t he me thod or computing 
depletion based on statutory percentages 
or gross income. 

l·!aki ng subject to all Feder al income taxes 
the interest on all ruture i &sues or State 
and local securities . 

Reduction or tne s~eoif1c exemnt1on ~der 
both t he estate and gift ta.xes from .,4o, ooo 
to ~25 ooo and the i nsurance exclusion 
und;r the estate tax trom $4o, 000 to ;t25, 000 

la) w1der the Tr easury r ate schedules and 
b) under the schedules in H. R.54l7. 
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( o) Three tables were prepared, d:l'!'l!...Nere transn.l tted 
to Aaeistant Seorstary Sullivan on August 11 
tor inclusion in the record of the hearings be­
tore the Senate Finance Oo~~ittee on H. R. 5417 
on August S, as follows: ' 

(p ) 

(q) 

(r) 

(a) 

1. Yiel d under Treasury exoeoa-protita plan 
with proposed brackets and rates compared 
with yield rrom H. R. 5417. 

2. Detailed eat1mates or tisoal year 1942 re­
ceipts rrom miscellaneous internal revenue 
under the present law and estimated tull 
year etreot or H.R. 5417 at levels or i ncome 
for ecast tor the t1&cal year 1942. 

J . Esti~ated increase or decrease in revenue 
yield due to H.R. 5417, aa described in 
item (J) above. 

A memorandum was prepared, and was transmitted 
to Assi stant Secretary Sullivan on August 13, for 
use in connection with an inquiry by Senator 
George. Estimates were given of the income tax 
liab1li tiee f or t he calendar year 1941 under t he 
presenll law and under H.R. 5417, and an expl ana­
tion was made or the difficulties involved in 
eatimatlng tax liabilities at this time for the 
calendar year 1942. 

An estimate was made, and waa transmitted to 
Assistant Secretary Sullivan in a ~amorandum on 
August 15, of the revenue effect, at income levels 
rorecaat tor the tiaoal year 1942, or exempting 
men in military uniform fro~ the tax on admissi ons 
to t heatres, as ooapared wit.'>\ t he yield from the 
admi ssions tax under H. R. 5417. 

An estimate was made, and was transmitted to 
Assistant Secretary Sullivan in a memorandum on 
August 21, of the revenue err eot, it under the 
proposed tloor stooka t~~ on disti lled spirits 
an exempti on of 100 gallons ware allowed. 

Estimates were preparad, and were transmitted to •tr. Blough in a memorandum with table, on August 25, 
or the gross and net revenue increase in individual 
income tax liabilities tor the calendar year 1941 
from the following proposals: 
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1 . Substitution ot a apeoitied indivi dual 
income t ax surtax r ate schedule with 
the modified earned income credit described 
below, for the surtax rate schedule and the 
defense tax of the individual income tax in 
H. R. 5417. 

The earned income orodi t is modif i ed in the 
follotling respects: (1) t !'le uoper l im1 t of 
$14, 000 in the ~resent law ie reduced to 
$10,000, and (2) the oredit is allowed as 
a credit agains t tax at the rate of 1 oer­
cent of earned net income but not in excess 
of 1 percent of net income. No change ie 
made in the definition of earned lncoce the 
first $3,000 of net income being treated as 
earned whether earned or not. 

2 . Same as 1, exceot t hat t he oresent limit 
ot $14,000 with rea~ect to the earned income 

). 

is retained. · 

Same ae 1 and 2 above , but with t he assump­
tion that Jo i nt returns (with t he Treasury 
relief for earned income ) were required, 
both under the rates in :~ . R. 5417 and the 
suggested substitutes. 

4 . Same as 1 and 2 above, with ~ersonsl exemp­
tions reduced to $750 tor a single person 
and ~1 500 for married couples under both 
H. R. 5417 and the au. geeted substitutes. 

Estimates were preyared, and were trane:lli tted to 
Y.r . Blough in a memorandum on August 26, of the 
revenue eff ect of limiting the earned income 
credit as outlined in (e) above, to 50 percent 
or tlle total tax. 

Three schedules were prepared, and were distributed 
to the Senate Finance Committee on Augus t 25, show­
ing propose~ eotate, gift, and individual income 
taxes desi gned to yield the same revenue as the 
sched~les contained in H. R. 5417 plus the defense 
tax. 

• 

' 
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(v) An esti mate was prepared ot the groea and net 

revenue, with personal exe~~tions ot $1 500 d 
$750, it a proposed surtax schedule wer~ sub~i-
tuted tor that adopted by the Senate Finance co~ittee . 
The estimate was transmitted to ~!r. Blough in a 
memorandum on August 29. 

(w) A table was pr epared, and was transmitt ed on 
August 29, for i nsertion in the record of the 
Senate Finance Committee, showins estimated 
calendar year 1941 income tax liabil ities under 
the pr esent law and estimated increased income tax 
liabiliti es under a full year's effect of t he income 
tax pr ovisions of H. R. 5417, at levels of i ncome tore­
cast t or the calendar year 1941. 

(x) A mi meographed table was preoared , and was trans­
m~tted to Aesi s~ant Secretary Sullivan on August 29, 
snowinB excess- profi t s tax schedules, with tax 
brackets baaed on per cent ages or e~cess-prof1ts 
credit desi gned to yield t he same revenue as the 
excess- pr ofi ts t ax pr ovis i ono of H. R. 5417 . 

(y) A 111imeographed t able 11as r>r eoared, and was trans­
mitted to Assi s tant Secr etary Sullivan on August 29, 
sho•Aing t he estimated incr ease in income taxes 
over t he nresent l aw, a t l avale of income forecast ' 

{~) 

(a ') 

f or the calendar year 1941 from (1) the increase 
uncier H.R. 5lJ.l7 and (2) income t ax revisions incorporat­
i ng the Treasury excess-profits plan. 

A a i meographed t able tlas prepared, and was trans­
mitted on August 29, t or use by t he Senate Finance 
Coooittee , sho~~ng the ~sti~ted revenue eff ect or 
H. R. 5417 aa pa ssed by t he House or Re~resentat1vea 
on Augus t 4, 1941, and as tentatlvely agreed to by 
t he Senate ~1nance Co~ittee on August 29 , 1941 . 

Preliminary and tentative eatimatee were prepar~d, 
and were transmitted to 1:r. Blough 1n a memoranaua 
on August 30, assuaing t hat t he coverage !or di s­
mi s sal comnensat1on cor.~ eponds to (1) the coverage 
under t he emnl oyment taxes i mposed by Sections 1400 
and llJ.lO o! the Internal Revenue Code, plus (2) the 
ooverage under the employment taxes imposed under 
Sections 1500 1?10, and 1520 or t he Internal Revenue 
Code, plus (3\ all Federal empl oyees, not includ1nB 
t hose i n the armed services. 
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(b') Esti~ates were prepared, and were transmitt ed to 
Hr . Blough in a memorMdum with t able, on 
Aut:~~ st 27, or the revenue effect or Senator Loner­
gan 's proposed estate tax amendment with resoect 
to i nAurance debent ures (S. 4791, 74th Congress, 
2d Session, June 15, 1936). l·!ost probable and 
mnximum est i mates, at income levels f orecast tor 
the fiscal year 1942, were sholm tor the firs t 
ful l year of operation and t he eventual annual 
effect under the present law and under the re­
vis ed basis 9roposed by t he Treasury during t he 
heari ngs by t he Commit tee on 'Jays and }leans on 
the Revenue Bill or 1941 . 

(o ') Estimates were pr eoared, and were transmitted 
to J.:r. Blough in a memorandum wi t h t able, on 
August 27, or t he revenue etrect or Representa­
tive Dewey's proposal t o allow as a deduction 
trom the gross estate, estate tax prepayments 
made in the torm ot Federa l es t a te tax anticipa­
tion notes. Host probable and maximum estioates, 
a t income l evels foreca s t for t he fiscal year 
1942, >~ere sho~m for the firs t full year of opera­
tion and t he eventual annual effec t under the 
present la>T and under the revised bnsi s 9roposed 
by t he Treasury during t he hearings by t he Com­
mi ttee on ~lays and Means on t he Revenue Bill or 
1941. 

ot Assi s t ant Secr et ary Sullivan on 
orsoared for hi s signat ure 

we 
Budget on June 1, 

on August 2S. - J.:r. Leahey 

the 

• 

' 
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II. Proj ects or s tudies under way 

At t he requ~st or the Division or Tax Research on 
Jul y 1 2, 19~0, an estimate 1s being made or the addi­
tional revenue which would be derived lr mutUil Insur­
ance companies other t han lite insurance oom~anies 
taxable under Section 207 or the Internal Revenue Code 
were made taxable in t he same manner as etook insur ance 
companies other than lite insurance companies taxable 
under Section 20~. and at the same tice the exemption 
under Section 101(11) were restricted to local cutual 
companies ot the assessment type. - !·lr. Leahey 

A raviPW has been begun ot the r evenue revisions made 
~~lE~*eift·~~~~~iti1~n8tora~:er to nreoare studies t Changes in rates have 
been analy~ed, test1aony given before t he House Yays 
and V.eans Comcittee has been studied, and material tor 
certain taxes has been gathered. - !Use Spiegel, lUes 
Hagedorn, !ljr. Colclough 

Miss 

(a) 

(b) 

(o) 

(d) 

(e) 

Admi ssi ons t o theatres, concerts, cabarets, etc. 

Pass enger automobi les and motorcycles 

Di still ed spiri ts, domestic and i m?orted combined 

Fermented calt liquors 

Electrical energy 

(t) Cigarettes (small) 

~. New studies were begun 
revisin and i mnrovin 
rom e a;es s e 

!·(r . R. R. Smith 

(a) Automobile trucks 

(b) Tires and inner tubes 
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(c) Firearms and Bhells 

(d) ·.!ine s , domestic and 1moorted 

(e) l:echan1cal refri g erators 

(f) Automobile carts and acceeaorie s 

(J; ) Radio ee t e 

(h) C1gors (large) 

(1 ) Lubricati~ oil 

Econo~1c Conditio~s ~elated t o Fis cal 
and: Revenue :.at t er a 

1 . Projects or s t udi es c ompl eted 

347 

1 . :.emoranda on t he business and or i ce si t uat1on were 
Pl'e oared, and were transmitted to t he Secretary on 
~ugu~.t 5.' ll.'. lS, and 25 . - J:r . Haas , J:r. Dnggi t, 
,.,r • . . urpny, ... r . Cnevraux, l·.i&s iii chener 

Tht~ ae memoranda contained in addition to analysis 
of t he curr ent s itua tion the folloui ng so ecial 
o t udies : 

(a) Industrial p r OO.uction monthly trom 1939 to da te 
c ompared with t ha t fro m 1q14 to 1917. (Chart 
in memor andum or Au&Us t 5. hlao descr i b ed 
below under Econo~1e Cvn6i t l ons , I, as it~ 12 ) . -
i .r . ilaggi t 

(b) Constr uction costa or a s t andard 6- rooo freoe 
)\ouae i n S t . Louis aonthly troo Jul y 1~~ to 
date . ( Chart in Qe.o:torandua of Au ,.st ll. ;.1so 
described below unde r ~conomic Condi t i ons, !, 
a s item ~) . - !·.r . Da•'f1t, i!i os HaGedorn 

2 . ;.:onthly or weekly reo orts a re received troo 25 ind i­
vidual comclanies, i n r eeoonse t o t he Secretary ' s re­
ouests, Ri ving confidential dat a on new ord ers and 
sal es . The data in these r eports a re t abulated and 
charted currentl y to r t he Secreta r y ' s informati on, 
and are also combined into an i ndex or new orders , 
which accomoanies t he weekly meaorandum on the b~ai­
nts s s ituation. - : !Us l:ashabaugh 

' 
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J.:emoranda on emplorment under the llorl!: Projects Ad:!l1n1s­
tration were prepared on Augus t 4 ll d. 1 • • an iS. -
M1se Hagedorn 

At the request or t he Secretary, a table 1s orepared 
eaoh week summari~ing exports or ne t rol eum nroducte, 
soran iront and ecran steel, from the Unltea states 
t o Japan , he U.s.s .~ •• Spain, and Great Br1ta1n as 
indicated by departure perm1 ts reported da1ly b:/ the 
01'1'ioe o1' J!erohant Ship Control. The tables ware pre­
pared tor the weeks ending August 2, 9 , 16, and 23, 
On August 4, 11 , l S, and 25 the ori ginal and 13 photo­
state were transmitted to Aecistant Secretary Gaston . -
:;r . Tick ton, Mr. D. J. Leahy 

The monthly movements o1' the NICS cost-or-living index 
compared with the BLB index or SS9 commodities were 
shown 1'rom 1935 to date. On the same chart were shown 
the weekly movements or t he BLS index o1' SS9 co~odit1es 
comQared with the 3LS 1ndex o1' 2S bae1o co~od1t1es 1'rom 
AugUst 1939 to date. Both oompar1&one were on the bas18 
t hat 1926 s 100. Four c~rta, as or J uly 26, AugUs t 2, 
9, and 16, were transmitted on August 4, 11, lS, and 26, 
respectively. 
The fifth and sixth charts shoved weekly and dailY nove­
mente or the indexes or 11 basic i mported commodities 
and 17 basic domestic commodities from April 194o to 
date, on the bas1S that August 1939 • 100. On the 
same charts were shown percentages tor each or the 2S 
oolllt'lodl.ties from t he August 1940 low. One chart sho\ted 
the chanGes to August 1 and 15, 1941; the other the 
ohangeo to August 15 and 22, 1941. These charts were 
transmitt ed on August l S and 26, respectively. • 

• 
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The seventh and eight charta showed the movemen t or 
2g basi c commodity prices, consisting or 16 i ndustrial 
raw materi als and 12 roodsturra, on the basis t hat 
Aueuat 1939=100, For the indexes ot 16 industrial 
raw materials and 12 roodstutrs weekly average move­
manta were shown rrom Au~st 1940 to date, daily 
oh!'nges wer e sho~m from J.!a.y 1941 to date. One chart 
showed the per centage changes tor the i ndividual 
commodities from the Augus t 194o low to J uly 18 and 
to Augus t 1, 1941; and the other from the Augus t 194o 
low to Au ;ust 1 and to Augus t S, 1941 . Tnese charts 
were transmitted on August 4 and 11 reenectively -
}:r. Daggi t ' · • 

At the reques t or t he Secretary on August 6, a stu~ 
was wade or wholesale nrices and industri al nroduc on 
f rom lflO to dite. A chart was prenared shoWing t3e 
SLS ai-commodity index (1926·100) ;' the Standard · 
Stati sti os i ndex or industrial production (1926=100), 
ad justed, 1910 t hrough 1919; and the FRB index or 
inauatrial pr oducti on (1935-39•100) , adjusted, 1919 
to date. This ~1as tranami tted to the Secretary on 
A\llSUB t 12. - l!r . Daggit, Hiss Hap;edorn 

An ana~sis was made or t he oonstruotion cos t s of a 
stands 6-room f rame house In St. Louis. Total costs, 
and the coa t o f labor, materi als , and such items as 
contract or s ' profits and overhead, insurance, and 
t&J<es were shown in a chart, monthly !rom July 1940 
to date, on the basis t hat July 1940·100. - !:r . Daggit, 
!!ls s !iagedorn 

At the request or the 
was ~de or recent cha 
narity or ces o arm oro uc a, 
a me111orandum trans:nit ted to the 
l :r. Daggit , :!iss Hagedorn 

At the request or the SeoretarJ on August 11, an analy­
a1a was made or the "wheat and cotton freezing" bill, 
H. R. 5300, and was co~pleted on August 16. - ~~. Daggit 

At the request of t he Secretary on August 2, a detailed 
analysis or t he silk situation was made in cooperati on 
witnthe Division or ttone tary Research, with refer ence 
to the effect or the current ahortace in the silk textile 
i ndus try. The availability or silk substi tut es and the 
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problema of adjustment were d i scussed and 
tor alleviating the situation were made 
was transmitted to ;.rr. iihl te on August 7 
J.:r . Dagg! t, !Uss Hagedorn • 

350 

suggestions 
A menorandum 
- Mr. Haas, 

A oomnarl son was made of i ndustrial production from 
19}9 to date as indicated by the FlU! Index, on the 
bas1B t hat the first 6 months ot 1939 • 100, adjusted, 
com,ared with production from 1914 to 1917, as shown 
by t he Standard Statistics index, on the basi s that t he 
firs t 6 months of 1914 = 100, adjusted. - l:r. Daggl. t 

13. A letter was received on July 2S trou j.!r. Leon £ . 
Truesdell, Bureau ot t he Census, requeetinc co~ents 
on proposed t able forme showing data obtainable from 
o rooosed labor toroe tabUlations tor States and la~ge 
oitlea. The forms ~ere reviewed, and a reoly indicat­
ing t hat no coaments woUld be Q&de was called on 
AU8USt 7, eontirmi.ng telephone report on August 5. -
:·!r. 0 1 ;:>on nell, J.:r. Villard 

14. At the request of the Secretary on August 11, an 
analysis was made of H.R. 5~00, to amend Public Law 
numbered 74 of the Seventy- eventh Congress, relating 
to ~/heat-marketing quotas under the Agrioul tural Ad­
Jus tment Aot ot 193g. - J.tr. Daggit 

1 . 

At the request of Under Secretary Bell on August 15, 
a letter was prepared tor signature or the Administra­
tive Assistant to the Secretary, 1n reolY to a letter 
tro1l the Director of the Bureau ot the Budget, dated 
August 14, requesting a report on H. R. 5300. The 
proposed reply, reco~ending that the President veto 
the bill was transmitted to the Under Secretary on 
Au8USt 15, together ~11th a suggested drstt of a message 
to ths House of Reoresentativee troc the President. -
llr. Haas, l·lr. Daggi t 

II . ProJects or studies under way 

~lith res•>eot to the "Index of consumer exyendituresi 
in dollar value" orogress has been made n develop ng 
individual eerie~,· in determining their suitability tor 
inclusion and the necessary adjustments. These series 
have been classifi ed in two broad groupe : durable goods 
and non-durable goods. The purpose or the index is to 

• 
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cover as large as possible a proportion or the 
purchases ot ultimate consumers. During the month 
rurther progress vas made in selecting approoriate 
series with a view to making this index more"usetul 
in connection with detense studies. - 1-!r. Colclough 

2. A study or the volume or installment buying and con­
sumer credit has been nearly completed. This study 
i s designed eventually to provi de a monthly index or 
the volume ot bu in on deterred menta, which at 

}. 

11-. 

5. 

6. 

mea e an 1mpor an us ness ao or. ewly-published 
data rrom t he Department or Commerce and the National 
Bureau or Eoonoc1c Research have been assembled. A 
preliminary study is under way t o determine how they 
may be used in a ooobined index. Further work is 
awaiting additional data to be released by the Depart­
ment ot Commerce. - Mr. Dagg1t 

included 1n 
any current business >.mucee, with we1ght1ngs and seasonal 
adjustments approx1.mating those in t he FRB index. -
l·!r . Daggi t, Mr. Smith 
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At the request of Under Secretary B 11 
a memorandum tor the secretary ia bel on January 29, 
illustrated by five charts , on the ~o~gibr~iared, trei~t car shortage in October~· s ty of a are a their seasonal. ak .,, .. .,, when car loadi ngs 
of freight oar loading~eto~ ~~o~~~ta;n~~e~a!~r~~ast 
the number of frei ght oars that may'be reouire 
outlining steps ~ich would alleviate or oreve~t ~~ 
a shortage . - J.;r. Daggi t, l·lr . Ohevraux • 

For use 1n revenue estimating a revision has been 
begun ot our method of foreoastinf the BLS index ot 
factory na{rolle on the basis ot he revision of 
J anuary 19 1. - !o<.r . Daggit, ::us Spiegel 

10. At the reoueet of the Secretary on August 6, pre­
liminary drafts were oreoared of a oro~osed state­
ment to be made by the Secretary berore the ~ouse 
Committee on Banking arid currency on H. R. 5~7~, a 
bill to further the national detenee and aeour ty by 
oheolt1ng soeoula'tive and exoesr1ve 1lrioe rises, price 
diSlocati ons, and inf l ationary t endencies and for 
other purposes . - l·lr . Haas, dr. Hurnhy, J.:;.. Oaggit, 
l.t1s s !-!1chener 

Actuarial Problema 

I . Projects or studies completed 

llo projects were completed during this month. 

II. Pro j eo ts or a tud1 es under W&:J 

l. The 3oard ot Actuaries ot the Civil Service Ret1reoent 
and DisabilitY FUnd ie laying out det&lied plans for 
tabUlating and process ing data tor use in preparing 
the r egular tive-year valuation of the Civil Service 
Retirement Fund tor t he purpose ot 4eterc1n1ng the 
liabilities of the Government under the Civil Service 
Retirement law. Under t he law, such a valuation must 
be prepared as of July 1, l94o. - Hr. Reagh, Hr. Brown 

2. The Foreign Service Reti rement Law, as a9proved A9ril 2~, 
1939, Section 2b(m), provides that the "Treasury Depart­
ment shall prenar e the estimates of the annual apnropr1a­
tions required-to be made t o t he Foreign Service Retire­
ment and DisabilitY J:o'und and shall mike actuar181 v&lua­
tion at intervals or rive years, or oftener 1f deemed 

• 

' 
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neoeeeary by the Secretar.r of the Treasury• The 
State Department bae requested an oetimate ~t the 
appropriation required tor the fiscal year 1943 
An outline of the data required t or makir~ an a~tu­
arial valuation baa been submitted to the State De­
partment . The data are now in process ot oreparation. _ 
Hr. Ree.gh, l~r. Brown • 

4. At the request of Under Secretary Bell on July 10, a 
memorandum is being prepared in regard to theJl41 
legislative orogram of the Social Security Bo • -
!~r . Reagh 

5· A l etter has been received under date ot August 14, 
from the office of the General Counsel, transmitting 
n copy of S. 1!500 a bill to amend further the Civil 
Servloe Re tirement Act, as amended, tor a voluntary 
report 1t desired. - Hr . Reagh 

Other Projects or Studies 

1. At the request of the Legal Division on July 1, in 
reaponae to a reouest trom Senator E:lbert D. Thonas 
in a letter o:r JUne 27, a r69ort is being prepared on 
S. 1666, a bill to coordinate Federal reporting services, 
to eliminate duolication and reduce the coat of such 
services, and to m.1n1che the burdens ot tumish1ng re­
ports and information to governmental agencies. 
Hemoranda reouest1ng cocmenta on the bill were prepared 
tor s i gnature of the Administra tive Assistant to the 
Secretary and were fo rwarded to the various bureaus and 
divieiona'ot t he Department on July 16. Replies have 
been received and a report is in pr eparation. -
Nisa Hiohener 
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2. At the 

a 
Au(\'U& t 19 . - ~!r. nea{;h, 

J. Publi cnt1ons 

(a) For the A~ust i ssue of t he Trensu~ Bulletin 
data were pr epared on averaee yiel~ oflcng­
t erm Treasury bone. a and hi gn- , rade ooroora•e 
bonds. - Vx . Barnett 

All the waterial aublilitted tor t he Au.;uet issue 
wae reviewed and edited. 

.-tevisions are being considered tor future issues. -
J.:r . Lind011, Vir . Lynch 

• 

(b) For the publication Marke t Prices and Yields ot 
Outstand1np; Bondtr :;ot ca , and Bills o! the United 
States , computa ons were made and copy was pre­
pored t or t he i ssue covering the month of J uly . 
This publicati on shows by securi ties the r ates ot \ 
i nter est, ~atur1ties , interes t payment dates , and 

(c) 

(d) 

amounts outstanding; and t or each day ot t he month, 
toget her >11th a monthl y average, closing market 
quotations (accrued interest to be added), and 
y i elds. - l·cr . ;.:oody, :aaa !!cOoy 

~!anuacr1ot for t he Annual nenort ot t he Secretary 
ot the Treasury t or t he tiscai year 1941 I s being 
given an editorial review ae r eceived. £he usual 
hnndling of the materi al 1B ~;oing forward. 
!~iss 1/est eroan, :·lr. ?1okt on 

At the reouest of Assistant Secretary Gaston on 
July 17, an articl e i s being pre~red on t he opera­
tions of t he Tr easury Deoart ment during t he year 
1941 to be i ncorporated in the 1942 Americana Annual . -
l:r . Barnflt t 
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4. Correspondence 

Replies were prepared to letters received on subjects 
rt~lat1ng to the work or t he Division, and lett ers 
draf t ed elsewhere and submitted to the DiVision for 
that p urooee were reviewed. - !Uas J.lichener, l·!r . Lindov, 
loiise Ziegler, and othe r membera of the starr in 
aopropri ate fie lds of work. 

During August 2SO letters were received in the D1v1-
a1on and 29g were han~~ed as reoui red. 

s. Charts 

Charts are nr epared and continually b rought uo to aate 
for use in me:noran6.a and in cho.rt books on special sub­
jects, and corresponding nhotogra~1c, ~otostet1c, 
and mult111th wor k is carried on. Thi s is done in t he 
Graohio Saot1on under the auperv18ion ot Kr . 3anyae. 
A s tat i stical renort on t he work ot the Granh1c Section 
tor t ha month ot - Au~s t i s a ttached. 
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.Ul o~ar cb&rto brooalll\ 11p \o 4a\a 701 z6 m 

Wheoll-.o: 
folal Jobe 19 12 }1 
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fo\al ~- 111 111 21)2 
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1,119 161 1,217 Lol\erel a• copl .. 
11,62) 653 5.276 .Ul o~ ooploa 
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!o\al ~--
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1\a\lo\loal &.por\ OD Work Co~lo\ad by ~· 
Onpblo -uoa, Dhldoa of a.oe&rCh - ltaUoUc o , '117 ••\ho, 

11oc1ulac h17 1~1. 
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~ .. 

.......... 1 

fit\al ~-­--. .. of-
loe\\OI'd .. _l" 
All o\hlol' oopl" 

llelUUUu 

fit\al ~--
---.. of-liM .latee 

llh!!ll!!-• 

fit\al ~--

hl7 .... I 

""' 
I Oot. I ..... 

I I 

,.. .a 
721 12'1' 

~ \ I liS 
16(t'-e) 28 ( t ) 

27 31 

liM • I 

I 
fit\al 
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ASSISTANT SECRJ:TARY OF TH£ TRWURY 

October 23, 1941. 

TO: Seeretar,r Korgenthau 
FR()(: Kr. Gaston 

! dmiral Waesehe haa received 
froa ! dairal Stark \_letter o( co-m•uda· 
tion of Commander B. H. _(lceb!!i) Saith 
u follows: 

•The Chief of Naval Operations 
desires to bring to the attention of 
the Commandant, U. S. Coaat Guard, 
his gratification at the manner in 
which Collll&llder E. B. Sal th, u. s. 
Coa at Guard, haa perforaed hia duties 
as the Co.mander, Northeaat Green· 
land Patrol during the aummer of 
1941. Bia energ, hia initiative, 
and accurate estimate of the probable 
action of !xia· controlled agencies 
have contributed aateriall7 to the 
auccesa of the operation• of hia 
coaaand in performing a difficult 
task under arduous conditions. • 

358 
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In re:P4' rofer to 
Yll 893. 51/?329 

\ 
The Secretary of State preaenta h1a cocpl1Donto 

to tho Honorable the Secretary of tho !reaoury and 

tre<UP01to here71th tor hie into..at1on a COPJ ot a 

telegraa dated October 23, 1941, 4 p.a., !roo the 

J.aerican Conauate General at $bonShel to the Aalri-

can Cooaulate General at HoDC IoDC tor llr. A. II&Duel 

J'ox, rel&t1Dg to the allocation ot ~~ tor the 

1IIIJ)Ortat10D of flour or wheat into Slwlah&1. 

loclonre: 

J'roll Cooaulate General, ~1, 
October 23, 1941, 4 P."• 
(5 copi .. ). 
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Stcr~ tnry of Str.tt , 

Washi ng t on. 

Octob~r 23, 4 p . m. 

FOR FOX 

360 

GRAY 

Shanghai via N.R. 

DAtEd OctobEr 23, 1941 

REo1 d 9 :20 p. m., 22nd 

I n oonn~ct1~n with th~ St~ng~ 1 Muni c i pal Council' s 

tEl~graph r•~u•st of Oc tob•r 20 f or thE allocP.t i on of 

• xohangt covEring 900 , 000 bPgs of fl our t o tRk~ c~r~ of 

t hE onE mon t h' s r EquirEmEnt s Pnd cov~r n r Es•rvE of 

controllEd flour or wh~~t Pnd fo r a furthe r allo t mEnt 

cov~ring 3r.0 , 000 bags (or tEn thousPnd t one ·of whea t ) 

Each mont h bEgi nn i ng in NovE~bcr , th~ ap. roxi matE valuE 

of 300, 000 bags bE i ng Uni t~d St atEs dollars 325, 000, I 

d~e irE t o Pdd my tndore~~cr. t to th~ Counci l's r~quEst . 

ThE mu nicipal Council i s making an Eern~st and dEtErmi n(d 

Effor t t o put into for ce P r i gi d control of cErtain 

ESsEntia l f oods and th~ nbov~ m~nt tonEd ov ~r • xch?.ng£ 

i s a part of t hP t pl a n which cc nt Empl PtEs th~ prtvE nti~n 

of profit~cring and hoPr~ 1ng . Th~ quEsti on of food e uppli~a 

and r~e~rv~s i s b~comin~ acut~ Pnd t hE Council i n QY 

,ludgm£nt sho:Jl d bE Encour~gtd t o pr ov\dt PdE quat~ supplH e 

a t 

' 

Regraded Unclassified



361. 

-2- Ootob~r 23, 4 p. m. trom 8hnngha1 v1a N.R. 

at rEaaonablt pricEs. It has btEn euooEsstul 1n rEgulat­

ing th~ suppl y ot ricE and th•rt is no rEason t o suppost 

th~t it will not bE Equally euooteetul in r~gulat1ng thE 

eupply and pricE ot flour and wh•at . Any nss1st~nct which 

tht Board JDIIY bE ablE to rtnd~r thE ooun.o1l i n thE futurE 

will bE grtatly spprEOiFt Ed by thE forEign POd ChinEsE 

oommunltHe rEsidEnt in thE eEttltmtnt. 

SEnt to Rong Kong, rEptPt Ed t o thE DEpPrtm•nt and 

Chungking. 

LOCKHART 

wwo 
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y lliPAl!1'!l!l!a' 07 SD!'i: 

'IJAS:!IUGTOII 

In replf refer to 
IT 541.6131/231 

October 23, 1941 

The Secretary of State preeonta b1e compliment• 

to the Honorable the Secretary ot t he ~reaaur.y end 

encloses here~1th a co~ ot at r ictlf contident i~ 

d11pe.tch No. 171?, end ito enelowre, de.ted October 3 , 

1941, trom the American imba.asr , London, Zngla.nd, trans-

362 

mitting t he text of the Anglo-Ruaaian Inter-]ank Agree­

ment of September 4, 1941, 1mplement1nc the ~nglo-Russian 

Inter-Governmental Agreement of Augus t 16 , 19~1. 

Znc1oaure: 

From ZJibaasy, London, 
No. 1?1?, October 3 , 1941, 
With enclosure. 
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Io. 1717 

SOliJ'l!:CTI 

1 LaiDCll, October 3, 1941, 

Tranoaioaion of text of AD&1o-RuaoiaD 
lDter-ll&Dk A«ree.,.nt of Soptoaber 4 
1941, iap1emenU.n,g tbo J.ne1o-lluoo~ 
Intel'-Go•er~~~tent&l AcreeiDOnt of J.uguot 
16, 1941, 

STlli C'l'LT CCI!JFIISllTUL 

~· l!o~orable , 

~ Socre tnr,r of State, 

Waohincton. 

Sir I 

I baY• th• honor to refer to t hio labloqlo telecrau 

fo, 4155, Septeaber 8, 1941, and No. 4087 , Septeaber 4, 1941, 

in which 1 t wao otated t hat t b• text of the acroeaent between 

the ll&Dk of XJ>gland and the State Bank of tho u.s.s.a., illpl•­

Mntl..n& t he J.nglo-RuaoiaD I.nter-Gon.,..ntel Acre ... nt of .a.uguat 

16, 1941, would be forwarded when anilob1o. l!eferenee 1o a].eo 

reopect!ul)T .,.de to the labaoo:r' o te1ocraa llo. 4695 , October 

3 , 15 p. m. , an.nouncl..n& the forward1nc of the onclooed text 'tv' 

air. The text of the Inter-Bank AQeeeent wao .,.de an1leb1e to 

1/ t he Jabaao;r ;rooter~ and three cop1eo are forwarded herewith, oDI 

of which obcu1d co to the TreaeuJ'7 llepart .. nt. 

. 
• 
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thAt lt be held atrlet~ eonfldentt.J. u lt la an Inter-Ballk 

AgreeJ!!ent and not a t;<>v~rnmont doowoent. Tboao off1eWa would 

not llke to be hol d r esponsible tor s iving the asroement eireu-

lation without tho knowled&• ot tho Bank ot En~;l&Dd. 

ROIJl"Cttul~ your., 

Zncloaure: 

1. CoFY of A~;ree~ent between 
t he :Bank of EnglMcl. end tho 
State :Bank of t he u.s.s .P.., 
in triplicat e. 

J'or tbo A~:~baaaador 

Rtrtehol V. Johnson 
Counoolor ot Eabusy 

364. 
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Encloaure No . 1 to deapateh No. 1717 of October ~. 1941 u fros the Eltbe .. 7 
at London, llacl&nd.. 

COPT 

AGRSZ!!ENT 
'!le~ll 'l.'lill BAliK C1i' E!;GWiD Allli 'l.'ll& Sr.t.Ti: l!Al:X 

OF Tl!£ U:HO!l 0? SOVll:'l.' SOC ULIS'!' lltPUBLICS 

365 

In order to l.mplcment the Asreement of the 16th Aug.l&t 1941 
between the Govorncent of the United Kin,doo of Gre~t Brita in and Northern 
I reland and the Government of the Union of Soviet Sociallet P.euubllca cOD­
ceruins mutual del1ver1oa , credit and Mt!'loda of pe;yl!lCnt ( hereL'U'fter re­
ferred to ao tho Inter-Governmental Asroe=ent) t he :!!an!< of E"61anci and 
t be Sta te ll&n.'< of t be Union of Soviet SoclcU.ht Re}llolblica have e:reed aa 
followo:-

.L'a'ICLS I. 

'l'he Benk of Ent:land s bcll open in Ito books e. aeperete aecount 
1n eterllns in t he n"""' of the State lle.nk of the Un ion of So..-!et Socielht 
ReJll.lblico deoignated the •No. 1 Aecount• to whi ch ca1 be credited:-

(a) Sterll~ arising fro~ dellverieo of i Ooda Qr the Government 
of the Union of Soviet Socialist Republlce and Soviet organ1zat1ona to 
tb o GoverMent of t he United Kingdo::~ or t o UJ11 depertcent , organ1aat~on or 
peraon& under the teres of the Inter- Goverruoontal As reecent, 

( b) Stcrlln~ arising from t he oale to the ~nk of Englend, actlns 
ae ngenta for Hl a Majesty ' s Treaeury, of U. S. doll.ro or 80ld in accordance 
with t he "Oroviaiona of Ar~~ele 6 (11) of tho I nter-Government al Asroecont 
and r.ith Article ~ ~f the prtsent Agreocent. 

(e) Sterling arising froll ndv3Jicea :oad~ ey the Govern:oent of the 
United Klntdo~ i n accordence wit h t he prov1a1ooa of Article 6(b) of the 
lnter-Govern:oental A<:r<le.-.ent , or under the suw le ... ntary A<:re•::ent t her.­
to d&ted lot Sept e:ber 1941. 

(d) Sterling ar1s1"5 fro:> other aourcu u ,..y be e&t'••d fro:a tir.e 
t o tie~e between tbc Bank of ~~elend and t he State :Bonk of t:~e Union of 
soviet Soc i a list ?.e~bllcs with t he n~ov•~ of t heir reopoetive Gov•~~cnto. 

'l.'be J;o. 1 Account 10!>11 be debitOcl at foll011'a: -

(e) For :!><'YOento due under t he toms of t he relevo.nt contracts 1n 
rea1)(1ct of t he- v~>lue of ;;;ooda delivered to the Govor.,.ent ?! the Un1~~ o! 
Soviet Socialist Re)ll.lbllc• end Soviet or&anhatlona ur.dor .ae ton~s •• t.•e 
Intor-Covorrurental Agreegent. 

(f) For re oont of •~• due ~ the Governoent of tho Union of Soviet 
Soclalltt P.oll\lbl~ un:!er t he 19;;6 z x:rort Cre~ lta Guar-:tee ~reeroent In 
c.ccor~ne• ..-1th t:te T'!f'ov!sions o! Ar ticle 5 (b) or the J.nter-u-overr~ental 
A~rec::"'.enc: . 

' 
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.AM' I OLE II 

1'he Bank of England ahall a4vho the State llanJc of the Union 
o; SthoviNet Solc.A.ialiet Republic• ~ cable of amounta receiYOd for the credit 
o~ e o. ccount. 

Pqmento under the provhiona of .A.rticle 1 (e) , ( f ) end (g) of 
the preoent A«roement ahall be effected ey the llanlc of !no;l and ut>On r<OCei t 
o! teles ra:phic ioatructiona fro:n the State :&.nk of the Union of Soviet P 
Socialiat Republica • 

.A.ll tr&J> ... ctions pass iog throue:h tho llo. 1 Account shall bo 
o:fectod !roo of eo~ioaion. 

J.RTICL£ III. 

1'he Ban1c of Ensla!ld shall open in ita bookl a •state llanJc or 
t he Union of Soviet Socialist Republica Suopena• .A.ccount• to which ohall 
be credited t he at erli"€ proceeds of aaloa of pletioum to the GoTDI'U.IIIOnt 
of the United KingdOI!I aDd of dollara or s;ol d to the Bank of England , acting 
u agents for Hie llaJeoty 'e 'l'reaeury , 1o anticipation of t he quarterly 
aottle~onta . However, during tho period between oottlement dat ea , balancea 
on t hit account ehall be at the free diapooal of tho State Bank of tho 
Union of SoTiet Socialiat Republica o.nd in particular ~· be tranoferred to 
the ordinaz"'/ account of the State l!Mk at the Banlc of England. 

J.ll1'I CL£ IV. 

rile llo . 1 .A.cc<>unt ah&ll be baluced on the 3lat October 1941 
aDd at t he end of n ary three calendar •ontht t horea!tor. AriT O:.ebit belanco 
t hereon wh ich 11 a ..Uti "Ole of £250.000 ohall be aettlad 1o accercl.t.nce with 
the prorlaiou of .A.rticle 6 of t.'lo Intor-Oonrnaental .AU•e,...nt. l'or the 
purpoll of iaploaenting the prorloiona of .A.rticlo 6 (a) of the Int,er-Oonro>­
:oenta.l A«reeJD8nt the Bank of England it outhorioed 'tl1 t he State Bank of tho 
Union of SoTiot Socialist Republica to t r&J>efor, at the end of &QJ accounting 
period , tho neceaaary amount• fro• tho •st ate Bank of the Union of SoTiot 
Socialht Republica Suapense Account• to the llo. 1 .l.ccount. .l.t the -
tice t he Bank of ~ngland ohall BdYioe the State Bank o! the Union of So•lot 
Soeia lht Republice ~ cable of tho emountl 10 traneferred and In the event 
of the bolance on t he •state Bank of tho Union of Soviet Socialist Republice 
S"o.,enoe Account• not being sufficient to moot the )lqi>Onto due, tho State 
:Bank ohall oell to the :Sank of England U. S. dollrzt, or gold dol1Yored in 
ouch placeo ao ahall be agre ed be tween tho two Banlca• 

J.ey credit balance reiDIIinlnc on the llo. 1 .l.ccount at tho end of 
&Qf accounting 'OOriod shall be placed In ault1"Dleo of £250 ,000 at the free 
diepoar~ of the St ate :Bent of t he Union of SoTiet Soc1o11at ~~~bllcs and 
In .,.,rUcul~>r 10811 be tn.nsferred to tho ordin:.ry account of t!le State !aM 
at t he :Ban!< of :i:nr,land. 
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ABTICL'il Y, 

'f1th recard to the oaleo of u.s. doll&ro or cold referred to in 
ArUclo 1 (b) of the preaent Agreo .. nt, tho llt.nk of 'Encl.&nd will purcha .. l • 

(a) U.S. doll&ra at the London •1ddlo official rate for u.s, dollaro 
( at preeent U. S. dollaro 4.03 • £1) . 

(b) ~old, deliTered in North America, at tho off icial price of c old 
1n New York on tho ~ of onle, in which ca .. U. S. dollars will be con­
Tort ed into Poundo Sterling at t ho middle official r ate lbr u.s. dollaro 
in London on the daf of ealo. 

Gold, del1nred elonhero , at priceo aueed between tho llanlt 
of Jnclend and the State llanlt of the Union of Soviet Socialht l!e1ltlbl1co 
but not lower t!wl tho of1'1c1al buT inC price of tho l!ank of Enclai.d (at ' 
:;oreoent 168/- par fine ounce ) or, at tho option of the State :BaDk of the 
Union of SoTiet Socialbt llepubllco , at tho official price of cold 1n lin 
York on the daf of oele sd,juatod t o allow for tho coot of freicht and 
1nnrance of ~old from t he place of dellTOr:y t o t he U,S, . .l, 

ARTICL'il VI. 

On the termination of t ho prooent Agreement , t he No. l Account 
shall be balanced at the next followinc quarter~ oottlement dote, or on 
auoh o t her dote ao ms;r be agreed between t he Bank of ilngland and t he State 
Bank of t he Union of Sov iet Socialiet Republico with tho approval of the ir 
reopeotiYe ~ovornaents, end oettloeont oball effected in accor dance with 
t h e proTioiono of Article 6 of the I nter-Governmental Agreo.,.,nt and Article 
4 of t h e prooent Agroement. Any credit 'balance theredter re..Unlnc on tho 
No. 1 Account or on the •state Bank of the Union of Soviet Socieliot 
RoGlblico Suo...,nao AccOW>t• ahall bO dealt with in accordance with the 
oocond parocra)il of Articl e 4 of tho preoont .t.cT•e ... nt. 

7or tho purpose of tho final clooinc of t ho accounts, the ot ipulati on 
re£1Ll'd1nc oettloment 1n aultiploo of £250,000 provided for 1n Article 4 of 
the present Acree:ont ohall not applT• 

FIRAL J.Rl'ICL'il 

Thio Agreement shall cooe i nto force on the dote of signature ADd 
ohall re~1n in foro• until the termination of the lnte~overnmental Agroe~ent. 

Don• in duplicate tho ~of 

nineteen blmdred and fortr-ono, in i:n&l1oh and 

RucaiAD, both t ext• havin«: equal f orce. 

For and on 'b<lbalf of 
t he :B&nlc of England. 

Co~ : bJ :lQ-2~41 

for and on behalf of t he Sta te 
!aDk ot t he Union of Soviet 
Socialiet PApublico 

(Sd.) J..I. lllko7an. 
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TREASURY DEPARTMENT 
IN'TEJt.O~ COMMUNICATION 
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368 

~ .. ~ 
S.c~~ Mor«entbau 

~ 

DATE October 2} , 1941, 

Mr. Di etrich CONFIDENTIAL 
B.ahtored etorU~~g tranaacttone ct t he reportlrc b&nlca were 11 tollowo• 

Sold to co-rc1al eoncerno cl!o,ooo 
Purcbaaed ! r oa commercial coneeroo £12 ,000 

Opan •rut eterling reaained a t 4.0}-l/2, &ad t hore were no reported 
tranaactiona. 

Tba C&na41an dollar diacouot narrowed to 11$, ao eo~~p&red with 11-l/2'/. 
)'eotor«.ay. 

In New York, cloeing quotationa !or the forel~ eorrenciet lloted below 
were ao tollovol --

Ar«entine peeo (tree) 
Braailian milreio (free) 
Colo•b1an peao 
lolexlcan "Oeao 
Uruguaran peao (!reo) 
Venezuelan bol1Tar 
Cuban peso 

. 2)73 

.0505 
·5775 
.2070 
.4675 
. 264o 
1/tf, dU oount 

'!'he l'ede,...l haern Bank reported that 1t pureh&11d 200 ,000 Svioo !r&nea 
and 1!0 ,000 Swodiob kronor 1n liew York ;reoterday b)r order c.nd !or &ecOW>t o! the 
Central !lank of the U rugull)'&n Republic. Accord ina to t he Central Bo.nlc, tho 
!oreip oxc:hallce ,.. needed to :oeet oYerdra!to ariolng !roa eo=ercial tro.no­
actiono. Tba Svioo franco vera bcn.&&l>t at , 2}}3 and tho kro:>or at ,2}85-1/2. 

Jo now acld o~e20nto were reported. 

In London, both epot &nd torwer4 o1lnr ro•lnod at 23- 1/24, e quhalent 
t o 42.67;. 

The Treaour,r'o purcbaee price tor foreign 
Bandy and Karman ' • oettlement price fo r foreian 
Jll-}/4,, 

1ft .ada no oilnr purcbaoeo today. 

a11Yor wae uncban&ed at 35;. 
e11Yer vaa alBa UDCbanged at 
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