
e.rl.,. ot Canada'• u.s. Dollar Poait.ion SiMa S.pteaber 19)9 

!bot c-diu GonmMD\ npor\e \bat at. tbe outbi'Ml< of war 
c&Mda bad. $)90 aillion of a•ail.a~ cold. .,4 u.s. 4ollar balmoae 

u !ollour 

(I'n aillione) 

Oold. 1Wlc1 by the C...wlian OovlftiMnt •• ••• , S 20S 

u.s. dollara 1Wl4 by tile Canad.1an 
QoYern.ent •••• •••••••••••••••••••••••••• 

U.S. dollar b.l&DCN IW14 by Canad1all 
nai <*lta in axcess of ain1- 'IJOrl<inc 
De.da••• • •••• •· •·• • •••• •••••••••• • • ••••• 

TOtal •••••• ••••••••••• ••• ••••••••• 

Ill wldl.t.ion, canadian indJ:rlduals and concema other than banlca 
and inaunnce ccaJ*lies IW14 about $'720 llilllon• of u.s. aecurlti o 
and other U.s. aaoete, an4 Canedian linaneial 1Mt1tut.iona 1Wlc1 
111othor $?00 llillion of u.s. dollar balclcea an4 u.s. eecuritiea. 
Tboae holc11nga or tiftancial institution• wen and otill an con­
s idered by tiW Canad.iGl Oon:n-.t u una11llable to it. 

Batwelft tbe outbreak or war and July 1, 1941, about the tia 
tiW im;plnentaticrl of the fO'd• Pari< Arrena••nt wu underteken, 
Cll\&4& hed a net cash 4at1c1enoy vie-a-da the un1 te4 States of 
onr $SOO 111111on, Th\.a cash 4af1cienoy ._. Mt to the extent of 
$2'13 aillion by gold. and dollar ncaipte troa third oountriea ud 
to tbe extant o! $177 a1111on by dN'Iinc on Cana48 1a u.s. dollar 
uohanp reaorft , aa tollowor 

(Ill a1111o.,.) 

I!Kuction of pn-..te Canwtian U.s • 
dollar halancoa.................... $130 

I!Kuotion in cold. and u.s. dollar 
,. ....... of tbe Conedlan 
OoTe~t... ..... . ... .. ........ ... 6 

llet 1&11 of aacurities an4 other 
Uleta to .AJier1C8nl • • • • • • • • • • • • • • • • 4J. 

?14 
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llh1.a1on ot IIDDatarr 
lleoMrcll 

'!'be net deere ... ot $6 111llion 1n the Cana41an Ooft-t•a 
bol41Jlia ot aol4 and u.s. dollars durina t.ha tint neat:r ...... -tlloo 
ot war nduoed. Cenad.a '• ott1cial .reaerft on ,_ 30, 1941 to a:ISS 
111111on. 

The ablanoa ot an:r probable i01d t,....tare trom the Ua1ted. 

215 

Un&d.OIII, and a caob det1c1anc:r ot u.s. dollan durin; tha early part 
ot 1941 ot roushl.T $20 lllillion ...,thl.T p,.. the Caned.ian aon ...... t 
concan> and led to d.1ocuaa1ono 11111ob teminatad. with the !Qda Pari< 
Arran;e.-.t, OMOUIICed. on J<)rU 20, 1941. llllder tbia .l.rnmgeMDt the 
u.s. Oo..amMnt undertook to repair c.....sa•a u.s. dollar oub d.et1c1mo:r 
by tbe tol.l.owlnc two d.nlcea' 

(1) To pro'ride tha Ua1tad Ungcloa Wider IADci-Loua the co-t 
parte ob'rioual:r purcbued. by Canada 1a the Ua1ted. Statao tor 
""' a . tbe execution ot Britiab contmote1 

(2) To purchue aw&iona , etratepc aatarialo, al-um. and 
ahipa, urpnt1y required in the Ua1ted. States and t or the 
production ot which ezi.atin& 111d potential capacity ezi.ated. 
in Canada. It wu bopad at tba t1aa tbe asre-nt 112a reached 
tbat tbeoe purcbaaea would total $200 to $JOO million during 
tba t1ret twe1n 10011tba ot the Arnnaa...,t and, toaethar w1 tb 
tha lend-1au1ng ot oo11ponant parte , would alilllinate Canada'• 
oaab dat1c1ancy ito-a-'rio thia country, 

Alida troa the alull1n,.. d.aal, oparati...a UDder tba Hyde Pari< 
Arrana-nt ware slow 1n getting nnd.er 111,)' and little 11u acco!!IPll•had 
dllring 1941. Tbe nat ccntribution of the .l~nt to Canada'• U.S . 
dollar resarft through Deceaber 1941, •• only t61 111ll1on, $50 wllllon 

<1f wbiob rapreaented eap1 tal ..tnn<>ae aede by De tan .. Plant Corporet1011 
te tbe Allainua Coopv- of c.....sa. 

Tba d.rein on Cena4a's U.S. dollar axcb&Dp tti .. I'YI CCII1t iD.-cl 
durinc tba latter balt ot 1941, 1114 the Cartd!on Oova,..,t ODded tba 
JUr with $188 111llioo of sold and u.s. dollare - tbe ..U.ot ...,..,t 
to data . • 

~riDe 1942, c.aacsa•a ott1cial1old and u.s. dollar resarva ia­
creaaed. etaad.1ly and at t.ha oloee of ,.. .. aaoiiDted. to $J19 111Uion, or 
tl30 IIUlion more t.hlll on Deoeabar Jl, 1941, and f72 111ll1on leee t.hlll 
tba aaount ot sold and u.s. dollars a..slabl• to t he ean.dion Govemamt 
at tba outbreak of war. 

The net oontrilnltion of Hyde Pa ri< t ruaaot1one t o C~de'e u.s. 
dollar reearva during 1942 _,ted to tJS? 111ll1on, of 11111cb net roo­
o111pte on ll7de Pari< exporta accounted !or o.,.r t:JOO llillion • Goode 
obtained. by tba Ua1ted Kinl!doa under Lond-Loaae tor t ba oDcution nt 
Britlab ordera 1a Canada accounted tor tba l""'e!ninc tso million. 
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Canadian Oove.,....t oftioi.W point. out, aner, tbat. t.be in­
oroao• ia oftioial resenee d\lriJIC 1942 '1101114 not. b&w OCOilrre<l 11' 
t here M.d. not been tbe sale of aubet.ult.ial •ouat.a of Canad.im-d 
auaw to t.ba ua1~ Stat.aa. Net. "-Porte of u.s. ctpit.al iAto Canada 
d.urina 1942 on pn:oate aceo'UJlt DOWlted to t150 mll.ion. Tbere ,.,. 
reoaiptl ot $)2 lld.llion fro• tbe sala of u.s. dollar auet.a , and. $138 
mllion from the sale o1' Canad1 n aaaat.a, offaat in part bT capital 
rep~ta of $22 lll.llion. Tba eal .. ot a11eta d.urina 1942 'brouaht tb& 
total iJQport of cap1 tal into Canada on pri nte account from the 11llitad 
Stat.ae since J'Ul;y 1, 1941 t.o ~5 laillion. ilolle.,.r, t.be S62 lld.llion 
increaoe in Canada'• omcial u.s. dollar resone coupled with tb& $34 
llillion of cal>it.al re~nta reduced the net illpai~t in CI!Wia'• 
u.s. d.oller poaitioo liDca ~ 1,· 1941 to $119 lll.ll1on, and oinea the 
outbreoik of war to $296 ., H on. 

It i s ~ted, in tbe abaence of an;y deli be rata action b;y tllie 
Oo"mMilt, tb&t the C.Z.dian Oo ... J'111118Dt'• holdings of gold and u.s. 
dollarl will riae t172 lllillion during tbe tiret ei.x 1110t1ths of tbe Clll'­

rent year, or to $500 million by June )0, 1943. Of tbe expeoted net 
increue of $172 lllill1on, $129 lld.llion represent• expected poy~~tnta 
to be made b;y the Bri tieh Govenuoent to the Canadian Oovemmont on 
deliveries of c.anadian-produced goods to Brit.&in. These poy~~tnts a re 
being made du.ring the interval between the exllauetion of the $900 
aillion (u.s. ) Canadian g1tt to the United Kingdom and tba initiation 
o£ the conteaplated Leod- Leaae arrang-ta . 
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MAR 2 •. 1943 

!f10i141l?UII !:2! m, rpu•p 

Ia llb a nr•P , ... AlU*al ,.. .... , .. , 
plaaa ._ .... ~..,.. tw ... b a.-us.aU• fll t.,.&p 
aubeqa u....._ - JITUUMl ur v ' •a• -
•• 11., a .. .,...,..,. ,_...u, . .,..ua..u7 ... 
propoau .. qras ••• tw .. ..._ •• .-auaaU• '--
, ... , •• lllala.& ............. - ......... llar -· •• 
aD4 or .. , arualat_ ,.,_._ ..... ..._ aMI'llal -· • 1 
wua ... ,_, ••er•n• " .U 241'2? ••• ~tiM ·-C?Itt., ....... ........ . 

'aa TrlaaUJ Me ,.Ullin f -- tar .. ? 1a alt 
41r .. UOD taM ?ITo Al..-.sl'a ~aU•• T .. _, 
,. •• au. u.e• 1 _,I" •, =-- 1u'.., .. uaat._ 
a •b&dJ at a 1\MU aaU• ._. tw .. a-1, .. _. 
Anttla~ laU•a u& • ID'-"tU-.1 ._._ t• 
1\ao••'- Uen ... 111YIU,...' M&etiMr wltll a ,_.. 
poaal rer tbe aallla& et a _,_ w 111 llaU Sa 
l&lblJI&'- et tbe Pia- •laS• .... et _... a.ta ..... 
uaodaW laU_. atwr .. ...., _._. -. _,..., "' 
•1 &a .a.. ta•are•W aa-&ea et tllla o.-• .-a. 

!0'1 lMleaa.& '" "" la ..... w la * n,g8a-
t1• ............. - .. ••Uistl ... ..as .. Sa ':i::"• wltll .......... ar .... :; ...,.C fll ••••'• :..a .... at= ::%.•:-.r:;..-=.-:: ., .. ~ ,•:::" .-'!.r.-:, 
tat ••la1• fll .......... -·· ....... .a-• 
• , .... 6Nl. ., .... .... .... ..... .. .......... . 
w1U. stiMr .......... •• aa•alu, till ,..,""7 sWt 
bat ,..,, .... 1 &rata ,_. .. Ml tar u laMN&U..al 
••••Ub•U• .... fll *' tala.& _, uMilaW laU••· 
""- .,,_._ .. .._ .. , f11 ... Ita .. .,_,..._, M& tiM 
~••UUJ Dlifar._, ..... u ...... *'- ...,, .-.JMil 
wl-. .... M ) Real ....... fll ...... -.laalat ........ 
btwa -... 11- • • lal~ llaall M a. .. ,.._ ... 
thaa et ._,&a _. as- tw _., .... ..,. ~ U..U 
wallaleale....-. 
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111 U1 the approul ot talo .hore\a'f or I tate, I 
lll tAIM to Wl'l\41 so the IIWotero or l'lllUM or .... 
ooomtr!Aio .. 111aa \betr aUoatha .. tala batt vo-
11o .. l a.a4 1Jl'flU.. lh ar1UO&l ·~ bJ talolr toeb­
n1oal O.lporto, Attar Ulo7 !lan .. aa op,...•••UJ 
tor otud.7, 1t 1a ftl' bopo Ulo t tllo1r toolulloal o.apor&a 
dU b o out to WaablJl..t\oa tor \IDOtflelal Ul4 proU.tD­
.,.7 clhouodoe wlta ov o aporto bora. Tll!o .,. .. , .. " 
b .. u.o tpprou l or Yloo l'roo14oat Wa11aM, .haroki'J 
Bull Ullll l oan \411'7 Joeoo • · 

At tor tbero he•• l>oOD -• d.ht~Ualoaa -a the 
t .. bAleluo, ...r l.ato~ o-s. Uoo ooaolUlq or tM 
Yloo Pr oo14oat, SMntai'J a-11, Sooro t aPJ , .... , 
OIYOI'IlOI' ! .. loo aa4 OQ'OOlr elll oa.alllo dllo ana of 

•s.r•-t -~ talo teolatot ... or ~. oartoao ·­
true a.a4 4oo14o .- taor Uloro 11 •••Ill •an-•~ w 
oarrut Pil!•~ tAo -•s.r twU.or. U •• oro oar ... 
&llat Uloro la, I wtU U.• taA ap tllo •tter wltll 1• 
oa4 tla4 nt obo .. rJoa dab co C&llo \bo ••t o\ep 
ohl ob woul d. l>o \bo o lla.il el a -roroaoo fll FlaMM 
111nlatore to 41•••• Ulo •tter toraallJ• 

I • atteoblaa a aOpJ ot Ollr d.rolt propooal ••• 
700 UJ wlab CO 4laaoo at. Iad4oa\&UJ, Ule llrlUIII 
l'l'IUVJ abo au ,_..,.~ a 4rott propooal oonrlq 
oo .. whd tbe auo gro_.. 'fti.OJ ••• alroa.4J ••attH4 
t.llolr propooal te •• .-, oo .a4orotaa4, to lbo OO'foft­
-t• oC l'luolo ad. Ch1aa a4 oro a~ftt \o 41atr1"" 
l t to _, olbw , ._ .... 

U Jft allo.U olall to a.aoolo~o .,.. Altatblll'• 
louar Ul4 -oa•• Jft _, t1a4 ~· a tteobe4 lA u ... 
approprla \41 • 
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!*.._ ·~ ,_ • ..._a' ,., ~~~-:.=:n 
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SIICllY COIFIEI11AL 

A St.abWs•tion I'Und 
ot the 

United end AeeoeiJitO<I Nntione 

It 18 at1ll too soon to kn011 the preciee form nnd mAI!Jiitude of poet. 

225 

118
r monet&r;l problems. att it is certain that we shall be confronted with 

the U!sk or dealing with three inseparable I!IOnetary oroblemot to rrevent 

the diet"ntion or foreillft exchanges, to avoid the coll•l"'• of sCC>e monetary 

.,_t.e&S, and to tlcUi tete tbe restoration ancl balanced vowth ot inte!'­

naUonal t rade . Clearly, S'.ICh (' !onlidable t.aek cen bo suecessf\Jlly handled 

otlly through internationol action. 

Tho creation of instrwtentallties adequate to detl 'lith t he inevitnblo 

poat..wPr 1110netory probleiZil! should not be postpon <!d untU the ond o! hoetU­

itiee . Jt would bn ill- odvieed if not dengoroue to l~avo ourselves unpre­

pared ~t the ond of the •wr !or the difficult w.ek of international monetary 

eoo!"retion. llo ehould b• &in nolf to dcvieo sn intt rnetional monetery 

•&cney, for the tesk is certain to tsko 11111ny CIOnthe ct l cpst . S!>ecU'ic <nd 

crtcUclll pr opostle ~~:~ot be tol'lllul6tcd by tho expert. and sat be esre!lllly 

conaid<red b7 the policy- shepin& officio!• ot the ._rioua countries. In 

each country acceptance of a defini Uve plt.n ccn follow only upon legialr­

Uvo or executive retion. J,nd $\'Oft whan 0 plan ie rwlly edopt ed, llllCh 

till~ will be consumecl in gL thering ~rsoMol t nd in cetrbliahins an organian­

Uon before ~n intornP tiond i netit uUon tor mon• tory eooperrtion cen begin 

effoctivo work . 

There 1e enot hor imnortent r euon tor initit tins now eoner<>te dis­

tuoa1ona or epctifie m-oposrla. A plAin t or in~rnrUonAl """'"tc~ 
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A St.abills~tion 1\&nd 
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Uni t£d end Aeeocia to<l ll~ tiona 

225 

It 1ft et1ll too soon to knO'II the preciu for111 and ~~~agnitude of poet.. 

wer 100Mter:l pr obleJM. ~t 1 t 1• certain the t we ehall be confronted w1 th 

tha task of d.eel1ng with three ineepanble ..,netary oroblea!l to I'J'e\fent 

tha d.I.!Nnt1on of foreil;)'l exchangoe, to avoid the collapse of some monetary 

.,.~, and to !ecUit.ate the restoration and belaneocl growt h of inter­

national t rade. Clearly, such r tonddeble teak can be succeserull:y handled 

only throUgh int ernational action. 

The creetion of instrument.aUUes edcquaw to dlld with t he inevi~blc 

poet.-wpr monetary ;>roblelllll should not be postpont!d untU the end or hoetil• 

Hies. 1 t 'IIOIIld be ill- odviaed 1f not dansoroue to leave oursalvco unpr.,_ 

parod ot the ond of tho wor for the difficult t..ek or 1nttmot1onol lliOnct.ary 

eocn.rotion. VIc should be~tin now to dcrlao an intem et1onol monetary 

f&t ney, for the tesk io eertDin to toko 11111ny 1:10nthe ct l cPst. Scecific cnd 

orrct1cAl rroposrls 1011st be !ol'llllated by tho experts end 1a1at be eeretull:y 

conddcred by the pol1c:y-sN!pin& officirle o£ tho "nriOIIS countries, In 

eech country acceptonce of a defin1Uve plt.n ccn follow onl:y upon lepelt• 

t1ve or executive •ction, J.nd even when o plan 1e !inclly • dopted, a&ach 

t ime will bo conewted in gt. thorin& pereonnol ~nd in cet.rbl1ah1n& an organisc­

tion be!oro ~n intomtUontl inaUtution tor 010n• tory coopertt.ion e2n be&in 

effecUvo 'llork . 

"""re 1e "nothor ismort.ant reeeon for initu tin& n"" concr<>t& dia­

ouaa1one Of apccific m'Opc>etle • A plan t or intcmrtioMl _,netcry 
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coo;>eradon ean be a factor in winning the war. It hao been sugges ted, and 

with ~uch coaenc;r, that the task of BSIJUring the defeat of the AXiS po'IIOI'O 

,..uld be mado easier if the victillls of ascreuion, cctual and potential , 

could have grea~or assurance that a victory of tho United !lations .>rl.ll not 

,.an in the economic sphere a repetition of tho exchange inatability and 

moneta!"/ collapse that followed the l ast war. That assurance should be 

given 110'0 · '!tie people in all or the United !la tions lllUSt be encouraged to 

fool tllecsolves on solid &rOU"d• ThCO' ca>St. be given to wulerstand that a 

victo~· or tl-.e United liations r.1ll not usher in another tm> decades of 

'111deaproad economic disruption . The people J:lllst knou that no at laat 

rocogni:o tho 1\lnder.lental truth that proaperity, like peace , is 1ndivie1blc. 

ono or tho appropriate agencies to deal l'litll international economic 

and monotary problems would be an international stabilization fund with 

reeourcos end poi'!Crs adequnto to the teek of helpinlJ to achieve monetary 

stability and to facilitoto tho restoration 11nd balanced gronth of intol'­

national troJc . ~ proposal drafted by :morican wehnical e>q>erts is 

a;>pendod . Th• dre! t presents only the essential olcaonts of an interna tional 

stabilhation fund . The proviaiona of tho proposal arc in every sense 

~ntaUv.,, intended aa a bosis for dl.aeuasion and o.xchang6 of views. 

Obviously, thoro aru m8JlY detdls that havo boon oaitted and that can be 

lx>ttc r ronm.latod of'tor t horo is ogroOl!lcnt on the gonoral pr incipl es . 

It ia rc.coi!DhCd thnt an inwmationol atabili"ation lUnd is only ono 

or tho insti'W:>(jntoli t i cs flbich may be no,dod in tho fie ld of 1nterna tional 

•ccnom1c cooperation, Other &lJCDcios arc c lao n<J<.dod to provide capitol 
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tor post.-o~ar reconstru.ction and development, to provide 1\.tnda for 

rehabilitation and relief, and to prol!lote stability in the prices 

of primary internat ional Ca11110dities, 'JllOr8 ia & Strong temptation 

to embrace within a single international agency the responsibility 

tor dealing m th these and other international economic probleM. 

•;., believe , howaver, that international economic inetitutions can 

operate ClOre otrecti vely if they are not burdened with inportant but 

extraneous duties for which they have not been devised and !or which 

they a re W'lsuited . For eJCII"!ple, the hiahly speciali zed nature of 

international monetary stabilization and the provision o f long-ten=~ 

capital would seem to call for separate i nstit utions each desiBDed 

to deal wi th its distinct problems. 

It should be el!lphesized that tho appondod draft doals only with 

an internat ional stabili zation tund. It 1a anticipated that there 

will al so be subaitted for consideration a preliminary draft of a pro­

poael for an international agency whoae !W'Iction will be to provide 

capital for raconstru.ction and develoJD&nt, It 11 hoped that the 

appended draft w1U call forth from the oxperte of tho United Nations, 

critical ocmnent and construct ive sugges t ions, It ia our belief that 

a work&blo and acce'"" ble plan can emorge only from the joint efforte 

of th(l United Nations , 

W4sh1nston, o. c, 
January, 1943. 
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STRICTLY CONFIDENTIAL 22a 

Propoaal 

v. 
0. s. Treasury Department 

Jt.nuary , 194} 

Preliminary Draft of 
tor a On1 ted and Aaaoeit.ted 

stab1li~atlon Fund 
Na tlcos 

1. comeoa1 tlon of the Fund 

1. Tho Fund shall consist of gold, currenclea of member 
countries, and securities of member governments , which 
shall be used for tho purpose of s t abilizing tho values 
of the curronolee of member countries with respect to 
each other . 

2. Each of tho member countries shall be glven a quota 
which shall represent lts participation ln the Fund; i.e, , 
the baaia for its purchase of foreign exchange in the 
Fund and its undertak i ng to provide aaaeta to the Fund. 
The aggregate quotas of the member coun t ries shall be the 
equivalent of at least $5 billion. 

The quota for each member country ahall be de termined by 
an agreed upon formula. The formula should give due 
weight to the i mportant ft.etora relevant to the deter­
mination of quotas., e . g.., a country's hold1n,;e of gold end 
foreign exchange, the magnitude ot the fluctuations in ita 
balance of international payments, and ita national 
1neODe. 

Each member country shal l provide the Fund wi th 50 percent 
of ita quota on or before the date aet by the Board of 
Direc t ors of the Fund on which the Fund ' s operations are 
to begin, 

~. The initial payment of each country consisting of 50 per­
cent of its quota shall be 12.5 percent in gold, 12.5 
percen t in local currency , ~d 25 percent in ita awn 
(i.e_, government) interest- bearing aecur1t1ea . However , 
any country having less than $}00 million in gold need 
provide initially only 7·5 percent ot ita quota 1n gold , 
and any country having leas than $100 million in gold 
need provide initially only 5 percent of its quota ln 
gold, the con t ribut ion of local currency being increasad 
corr~apondlngly , A country may, at ita option , substitute 
gold for its local currency or securi ties in meeting its 
quota requirement. 

5· The member countries of the Fund may be called upon to 
make further provision towkrd meetln3 their quo tas at 
auch timea, in auch amounts , and ln such form aa the 
Soard of Dir ectors of the Fund may determine , provided 
that all countries shall meet their quotas pro rata , 
and provided that a four-fifth s vot~ of tho Board shall 
be re-1uircd for subse~uent calla to mee t quotas . 

6. Chang6s in the a33r egate ~r proportionate quotas of 
moiDbor countries shall be made only with th<> approval 
ot a four-fifths vote of tho Boe.rd, 

... • 
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II· r owers ard Operatiau 

'!he Pund ahall have the following powers: 

1. To buy , sell , and hold gold , currencies, bllls of ex­
change , and government bonds of member countries; 
to accept deposits and to earmark gold; to issue its 
own obli,&ations and discount or offer them for sale 
1n member countries; and to act as a clear i ng house 
for the settlin g of international movements of 
bdances , bills of exchan~e , an d gold. 

All m<ll!lber countries agree tha t all of the l ocal currency 
holdins s shall b e t ree from eny restrictions as to their 
use . '!his provi sion does not apply t o abnormal wa r 
balances acqu ired in accordance wi th the provisions of 
II - 9 , below. 
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To fix the rates at which it will buy and sell one member ' s • 
currency f or another, and the rates in local currencies 
a t which it wlll buy and sell gold. '!he guiding pr1nciple 

-

in the fix ing o f $.1Ch rates shall be stabllity in exchange 
relationships . Ch&n~es in these rates shall be made only 
whe n essential to correction of a fundamenta l disequi lib­
rium, and only w1 th the approval of four-f1fths of member 
vote a. 

To sell to tho Trebsury of any membe r country (or 
s tabilization fund or central bank acting as its agent ) 
at a r a t e of exchange determined by the Fund curre ncy of 
any memb er country which the Fund holds , provided that: 

a . The fortign exchange demnnded from the Fund is re ­
quired to mee t an adverso balance of payments on 
current account with the country whose curr ency is 
being demanded. 

b . '!he n o t acquisition by the Fund of tho currency of any 
membe r country shall not e xceed during the first year 
of the op~ration of the Fund, th~ quota of that 
country ; it shllll not e xceed dur1n<! the first two y~ar• 
150 pe rcent of such quota; and thorec.fter it shall not 
exceed 200 perce n t of such quota; e xcept that upon 
approval by the Board of Dire ctors, the Fund may ~~r­
chase any l ocal currency in oxcoaa of these limits , 
provided that: 

i . The country whoso curr~ncy i a being nc~uircd by 
the Fund agr ees to adopt Gnd carry out measu r • s 
r ecommended by tho f'und doai~d to correct th o 
disequilibrium in the country' s balance o f pay-
ments ., or 

11 . It is bc l i c v' d that the an tic1:;>nt cd balance a of 
pnym,nts of th' country whoa' currency is b , ing 
acqui r t d by the Fund n r 6 auch aa to w~rr~nt the 
cx p<>c t lltion that th' e xccaa curr,ncy hol dm ,os of 
the Fund c!ill b · di spos&d o f wi thin a r cascncblo 
time . 

0 
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c. lrben tho net acqu1s1 t1on by the FUnd of any local cur­
rency exceeds the quota for that country , the country 
shall deposit w1th the FUnd a epecial r eserve in 
accor<lanc$ w1 th regulations prescribed by the Board of 
Directors . 

d . A cbar~e at the rate of 1 percent p ~r annum payable in 
gold shall be levied against any membor country on tho 
amount of its currency in the Fund ln exooss of the 
q_uota of that country. Abnormal war balances ac­
quired by the Fund shall not be included ln the com­
puted balance of l ocal currency usod as a basis for 
th e abov~ charzu . 

e. When the Fund 1 s hold1n$S of the local currency of a 
member country cxc&cd the ~uota of that country, upon 
rtqutat by the memb~r country the Fund !hall r~soll to 
tho mcmb~r country the FUnd' a e xcess holdings of the 
curre ncy of that country t or gpld or acceptable forti~ 
exchange. 

4. '!he riY,t of a member country to s;urchase foreign exch&nge 
from the Fund with its l ocal currency to the amount of its 
quota t or tho s;urpose of meeti ng an cdve1•se balance of pay­
manta on current account i s reco~ized, subject to the 
limitation in II-7, below. 

5· 'Xith !he approval of four-fifths of the menber votes, the 
Fund in exceptional circumstances may sell foreign ax­
change to c. member country for ito local currency to 
facilita te a transfer of capital, repayment or adjustment 
ot n foreign debt, inoludins debts n lready in default , 
when in the judgment of the Bourd such n transfer i s de­
sirable from the point of vie w of the general 1nternat1ona) 
economic situa tion . 

6. When the Fund o $ hold1nu• of any pGrticulc.r currency drop 
below 15 percent of the quota of thc: t country , end nfter 
the Fund will bave used for cddi tional purchases of that 
corrcney , 

c . Gold ln an amount equal to tho country's contribution 
of gold to lb e Fund, 121d 

b . The country's interest-beoring obl10 ut1ons originally 
contributed, 

the Fund hoe the au thor1t' onu the du ty to render a report 
to the country embodyilli! nn nnnlya1a of the cnus'es of the 
depletion of i te holdin3s of thnt currency , a forecnst of 
the prospective balance of payment in the abs~nce of 
speciul me&aures, and finally , reoommendut1ons designed to 
inoreuo th& Fund o s holdin.,s of th c t currency . '!he mem­
ber ot !h <o country 1n question should bo o:. me:nber of the 
Fund committee npf>olnted to draft the report. 'lbis report 
should be sent to all me.mb~r countries and , 1f deemed 
desiruble , may be mc.de public. 

llembcr countries a,;ru thL t they will give 1Jrlmed1ate end 
careful a ttention to rcco=mendntlona mode by tbe Fund . 

• • • 
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1• :'iheneve r 1t becomes evident to tho Board o f Di rectors 
that the demand for any particular currency is proceeding 
at a rate which 01ves ea rly promlee of exhausting the 
Pund•s holdln.,s of that currency, the Bo..rd of Directors 
ot the Fund shall inform the member countries of the 
probable supply of this currency and of n proposed method 
for its equitable distribution , together with su~0est1ons 
for helpin0 to equate the anticipe:.ted demand and s upply 
for the currency . 

Tho Fund shall make every effort to lncreoee the supply 
of the scarce currency by ac-luirlng thiit t currency f rom 
the holdin&s of membe r countr i es . The Fund mlly make 
special a rrangements with uny member country for the 
purpose of providlng e.n emergency supply under conditions 
appropriate and a cc eptable to both tho Fund und the 
member country . 

The priv1le0e of any country to acquire wn amoun t of 
other currencies e~ual to or in oxcoas of its quota 
ahnll be 11m1 ted by tho necessity of ouurlng nn appro­
priate distribution cmonb tho various members of any 
currency the supply of mich la being e xhausted. '!be 
Boord of Dir~ctors shall determine the apportionment 
of s;.lcs o f such scarce currency , nnd in such apportion­
ment it shall be guided by tho pr inciple of satisfying 
the most urgent ne eds from the point of v ibw of the 
general int~rnut ional economic situation, and i t shall 
consider the special needs lllld resources of the particu­
lar countries mokin0 t he r oquust for the s carce currency . 

8. In ord6r to promote the most effective uso o f the 
avutlnble and uccumul ~< ting supply of f orelon exch:.nge 
resources of member countries , oe:ch memb ~.or country 
<lgr ecs th1. t it will ol'ftr t o sell to th e Fund, for its 
local currency or for for o131' currcneioo •nich it needs , 
oll foreign exchani)(. end gold it ncquircs in excess of 
the ~ount it possessed When jolnin3 the Fund . Tbe 
Fund mby accep t or reject the offer. 

To e ffeetu~t' this objective tach m6mb•r country agrees 
to discourage the unnecess~ry accumul3tion of foreign 
ba la.nc<.s by its nt.tia-.nls. '!he Fund Shnll inform any 
mcmb. r country ~hen, in i ts opinion , ony furthe r growth 
or privntcly-hcld for e ign bolonc cs ~pp<.nrs unw~rrmoted . 

To buy rrom tho "OVt.mmcnts or membur countrie s , abnormal 
wor balances hol d i n other countries , provided oll the 
following condition s or e mo t : 

~ . The ab normal wor ba lances ore in mcmb. r countrie s 
end or o r eported c.s such (for tho purpose of this 
provision) by the mtmb~r :!Pvc,mmcnt on d c tc of its 
becoming a membe r . 

\ 

1 
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b . The country selling the abnomal war balances to the 
Pund agrees to transfer theae bclances to the Fund 
and to pur chase back from the Fund 40 percent of 
them with oe>ld or such tree currencies as the Fund 
may wish to accept, ct the ra te of 2 percent a year 
beginning not later than three years o.fter the do te 
of transfer , 

c . The country in which the obnormol war bolances ore 
held agrees to transfer those bolnnces to the Fund, 
nnd to purcht.se back from tho Fund 40 percent or them 
with gold or such currencies 1.s tho Fund may wish 
to occept , a t the rate of 2 pe rcent o ye~r beginning 
not l n ter than ~ years ofter the dote of tronsfer, 

d . A chorge of l percent, in e1.ch c ~se payable in 
gold, shal l be levied against tho country selling 
its cbnorms.l war bclnnces nnd ugainst the country in , . 

e , 

f . 

which t he balance a ore held , In cdd1 tion n charge ~ 
of l percent paycble in gold shall be l evied annual l y 
agdns t each of them on the omount of such balances 
remoin!ng to be repurcheaed. 

If the country selling obnorma l wc.r belances to the 
Fund n•k• for foreign exchcn.;e r c. the r then local 
currency, 1 t mu s t need the for~i.5n e xchnn0e for 
the ~urpose of meetin& ~ odverse bol~nce of pay­
ments not oris!ng from tho ooquisition of SPld or 
the accumulation of foreign b cl onces o r oth£r 
ooplt~l transoctlons . 

Either country can, c t its option, increose the 
omount it repurchnsee onnuoll)' , Bu t , in the case 
of thCI country which sold llbnorma l wor bclonces to 
the Fund, not more then 2 percent p6r annum of the 
originc l sum t <>ken over by tho Fund shr:ll become 
fre~ , end only <>ftcr ~ yeors sholl hcv~ elopsed 
since the s a le. of the bc.lanccs to the Fund . 

The Fund shall be frH tO diepOSG Of ony ot itS hold­
ings of c.bnormc l we r b :.l c.ncca in th< form ot free 
funds crtc.r the 2~ yccr per iod is poased, or aoone.r, 
provided 

1. its holdin.,ss of the l'r~c. fund& of the country 
in which th& balcnccs 1.r c be ing hold fc.ll 
below 15 pe.rcent of ita quota; or 

11 . the app rovnl i s obtnin~d of the country in 
which the bl!lo.ncos c.r c hold. 

h, 'lh< country in which the nbn ormol wr. r bc.lcnces ore 
hold ogrees not to lmposc ony res trictlons on the 
us~ of th6 inetc llmento of th~ 40 pe rcent portion 
grcdunlly to be. re.purcht.s6d by the country owni~ 
s uch btllo.nces • 

• 
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The Fund on its part agrees not to sell the abnormal 
we r balances acquired unde r the cbove au thor! ty , 
except "1th the permission, or at the r e4ues t of tho 
country in which the balancea a re being hold, but 
the Fund ccn invest these bc.lo.nces i n rogulo.r or 
epeclnl government securitie s o f tht.. t country . '!he 
Fund shall be free to sell such aecur1t1ea tn cny 
country provided that the npproval of the issuing 
government is fir st obtained . 

The Fund shall de tennlne from time to time whe t 
shell be the mo.ximum proportion of the nbn ormal wllr 
bc lo.ncos it con afford to t ake over under thi s 
prov i sion . 

Abnormal w~r bc l cnces ucqulred under this provision 
shell not be included in comput1ns the ..,cunt of 
f oreljn exch cnae cv~ilable to member countries 
under the1 r quotas, 

10. To buy end sell currencies of non-member countries , but 
shall not be authorized to hold auch currencies beyond 
sixty d c ys cfter d & t e o f purchnse , except with the 
cp,>rovo.l of four - fif ths of the member votes . 

ll , To borrow, c. t such r utes u s the Fund muy recommend, the 
currency of c.ny country, pr ovided four-fifths of the 
membtr votes a pprove the t eri!UI of nuch borro.,ing . 

12 , To sell member- coun try obllgc.tione own ed by the Fund 
prov i ded the represen t "tive o f the country in Which 
the stouritie s t. r e to be sold c pprov6s . 

To ue~ i ts holdings to ob t c. in redUcoun ts or c.dv~nces 
fro"' the centrcl b ank of ""Y oountry -.ho se currency 
tht Fund re~uires . 

1}. To invest c.ny of its currency holdinoa in "short- term• 
securities - - co~erelcl or gov~rnmcnt -- of the country 
ot th c.t currenc y ;>rovtded four-f1tths o f the member votes 
cpprovo , c.nd provided further lh~t the r.ppro vln3 votes 
Include the t of the Bou-d r<;>rescn t u tivo ot the coun try 
1n 'lblch the investment iS to be m:.do . 

14. To l end to nny mcmbGr country l occl currency from the 
Fund f or one ~'<> ~r or l e ss u p to 75 percent of the 
currency or th u t country he ld bj thG Fund ;>rovlded such 
lonn is c.pprov~d by four-fifths of th o tnUilbt r vote s . A 
countr;; borrowing s uch funds shall pt.y Lnt t r cst to the 
Fund t.t u ro.to t o bt do t orm1ncd by the Bo r.rd. 

15. To mcltc ~ s e r vice chcrge of l/4 percent or more on c.ll 
exehc.ng<. end gol d t ransuc tl on a . 

?33 

To levy upon mcmb~r countri's n pro rt.tc ahurt of the 
e xpenses of operating the Fund, payt.blo 1n loc t.l currency • 
not to exceed . 1 pe rcent ;.c r oMum ot the ~uotc of c~ch 
country. The levy auy be m~do only •hen the ~~in_ys ot 
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the Fund are inadequa te to meet ite current expenses 
ond only with the npproval or tour-rittha or the member 
votea, nnd only to the ex tent ueceeea.l')' to meet 1ts 
current expenses . 

234 

16 , 'll'ae Fund a hall dea.l only with or lh rouaJl 

u . 'll'ae governments or memb e r countries , 

b , The cen trcl bunks or f1 sc 11l ngencies or those 
countries ( und then only with !he consent of the 
member or the Board r epresenting the country 
in question) ; and 

c , Any international bnnks owned predominantly 
by member ,;ovemmen ts , · 

An exception to the ebove llmi t otion 1a thc.t the 
Fund mny . with the c.pp rovo l or the member or the 
Board representing the ,;ove mmen t or the country 
concerned, sell its own securiti es , or securl ties 
1t holds. t o the p.tblic or to i ns tltutions or 
member countries . 

II I , lo!one tnry Un 1t of the Fund 

l , 

2 , 

3· 

4. 

'll'ae mone tc.ry unit or the Fund shell be the Uni tus ( llll) 
consia tlng or 137 1/7 gr oins or f1no &old (equivalent 
to $10 U.S .) , The <.ccounts of tho Fund shall be kept 
o.nd published in tt.rms of Unitus . 

'll'ao value or the currency or Oll.ch memb er country shW.l 
bo r 1xod by the Fund in t e rms of gold or the Uni t os 
end lllll.y not be c lter od by ll.ny memb er country without 
the opprovnl or t.le Fund, 

Deposits in hrms or Uni t ~ s accop~ed by the Fund from 
member countries upon the dell vtry or gold or Unltas 
c r edi t t o the Fund sha ll b~ trnneferable ond shall 
be r odcemnble in gold or the curronc:r or any me:nbe r 
country !. t the r a te established by tho Fund, 

llo chllli;Se in the va lue or the currcnciGS or member 
countries shall b£ pe MDi tt~d ~ a l t<.. r the vc.lue In 
gqld or Unitns or the nsse ts o'r the Pund . '!bus, if 
th& rurrency of a participuting country should de­
pr&cic. t c (in terms or gold or the unitne), tha t country 
must delive r t o th& Fund nn cmount of its loc o.l currency 
equal oo the decreased voluo of th n t currency held by 
the Pund. Likewise, if the currency of a pnrticul~r 
country should !>ppreein te , tho Fund must r<. tum to 
thot country en cmount (in tho curr•ncy or thnt country) 
cqunl to the rusul t1ng Jncreoac 1n th& gold or the 
U'n i tfl8 vcluc of the Fund's holc1111,51. 'll'au &WIIC pro­
Visions aholl also apyl y to the seauriti~o ct Member 
eountri<.. a held by the Fund. However, tbia provlsiCil 
shnll not npply to currtncios acquired under II- 9 
(c.bnormol wa r balances) . 
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rv. l:anase ... nt 

1, '!be administration of the Fund ehall be vested in a 
Board of Di r ectors, Each government shall appoint a 
director and an alternate, in a manne r determined by 
it , Who shal l serve for a period of three years subJec t 
to the pleasure of their government. Direc t ors Q'ld 
alternates may be r eappointed, 

In all voting by the Boord, the d1t•eetor o r altern ate 
of each member country shall be entitled to east a 
number of vo tes to be agreed upon . The distr ibution 
of voting power shall be closel y related t o the quotas 
of member countries , although not in precise propor­
tion to the quotas , An oppr oprlote distribution of 
voting power would s eem to b e tho following : Each 
countr y shall have 100 vo tos plus 1 vote for the equiv-
alent of each $1 m1111on of Its quota, · • -. 

llotwlthstanding t he approved formula for distributing 
vo ting power , no representa tive shall cost more then 
one- fourth o f the a.,gregate votes r egcrdl oss of the 
quotn of his country. All d~eiaions , except where 
specifically provided othe rwls, , shall be mnde by o 
mnjorl ty of the votes east , 

2 . Tho Board of Directors shnl l select o Managing Director 
of the Fund and one or more assistants , The Managing 
Dlroetor sha ll become ox officio o memb vr of the Board 
ond sh~ll b ' chief of the ope r ating stc.f f of the Fund, 
The Ma naging Director ond t he cu!st onts ahull hold 
office for two ye11rs , shall be ollg1ble for r eelection, 
ond muy be removed for cnuab ut e.ny time b y th e Bonrd. 

The Mennglng Director of the Fund shall se l e ct the 
operating staff 1n accordance with regulati ons estab­
lished by the Board of Directors . llembLrS or the sttlff 
shnll be a vailable upon request or memb6r a> untries 
for consulta t ion 1n connecti on with inte rnational 
economic problems ond policies. 

}. The Bo'rd of Direc t ors shal l c.ppo!n t from omong its 
me~Lrs nn Executiv~ Committ~e to eonsiat of n~t less 
thnn ol o vcn members. 'lh<- Chu1 r•vc.n ot' the Boord "lho..l 
be Chairman of the Execut ive Conun1 tteo , and th' 
!la nGg~ng Dir~c t or or tho Fund a"' •• ll be e x of fleio 
n m~nbtr of t he Execu tlve Com.'nHtte . 

The E::Gcu tiv e Commi tteo shall be ccn tlnuouely n vnllnble 
n '; tho hvod o ffic e of the Fund ond oh nll cxtreise the 
authority delegated to it b~ the Boc.rd. In tho absence 
of ony member of the Executive Commltttc , hls alte rnate 
ahnll no t in bis ploco . Mtmbora o f the Executive Com­
mittee shall r ece ive approprlo. tu rcmunern t1 on . 

4. '!be Bonrd of Dinctors may oppo!nt such otht r C()l:!lllittees 
t.s 1 t finds ncoessnr' for the work or t he Fund. It ""'Y 
~lao &ppoin t advisor; eomm1tteoa chosen wholl~ o r 
puotiully from persons not NgullJ'ly t.mpl oycd by the 
Fund. 
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The Boord moy bt any meeting, b ) a four-fifths vote 
authorize any orf1eers or committees or the Fund to' 
exercise any specified po•era of the Board. Sucb 
powers shall be exercised only until t he next meet.-
1ng of the Boa rd und shall be exerclud in o manner 
consla t ent with the J enerol pollclea and practices 
of the Boord . 

'!he Boord of Directors may not delegate , excopt to the 
txcoutlvo Commltt£e , any authority which con be ax e r­
olood only by o four-fifths voto , 

6. The Bourd, by o four- fifths vote , may 'at nblish regu­
l n tlons govomlng the op£rotions of the Fund, and the 
of ficers nnd comml ttc~s of tho Fund sholl be bound 
b~ s uch r cgulu tlons , 

1· The Bo~rd shell hold one r.nnuol 111C e t1ng nnd sucb 
other c c.c. t1ngs o s It mcy b e desirable to convt nc . 
On nqucst o f m'mb~r oountrlc.s c ;.stlng one-fourth 
of t he vo t c.s, the cb n lrm&n shc.l l cc.ll a ~e tlng of 
the Boord f o r the purpos~ of oonsldorln~ ony mntt<rs 
pl aced bcfor~ it . 

8. A country f a iling to me e t Ita obll5n t l ons to the Fund 
shall be daclcrcd In dcfnul t and may be suspended dur­
Ing the p<rlod of Its default provided c mojorlty of 
the m<..mb"r vot<.s so dccldo . While under suspension, 
o country In dofcul t shnll br denied the privlltJCs 
of mcmb~rshlp but shall b , subje ct to tho some obliga­
tions os any oth~r momb. r of the Fund . Whc.n c. country 
hns been in dcf~ul t ond und~r ~usp<nsion for two ycnrs 
it shell ~utomatlcally be dropped from mcmb.rshlp in 
the Fund . 

Any country moy wlthdrt w from the Fund by giving notice 
t o tht. t eff<.c t nnd 1 ts wl thdrnw~l will tt.k <. cff~;ct 
two yenrs from the d r. t c of such notlco . During the 
lnt<. rvcl b <. t <.c <.n not ice of wl thdr nw:. l r.nd the tnklng 
effect of the notice, such country sh <.ll be subject 
to the ar.m c obl1~c. t1ons ns r.ny oth" r membe r of the 
Fund. 

?36 

A oountr;. which 1 s dro , ,cd , or 'Aitich wl thdr•.ws, from 
mcmb~rshlp shell h~vc r . turn<.d tc It en amount In its 
own currcnc) cqu ul to Its contributed quot~, plus othe r 
obl!Jr. tiona of the Fund to the country , and minus e.ny 
sum duo from th"t country to th e Fund. Any rtallzed 
loaacs of tho Fund mcy be deduc t•d pro r c•t n from the 
contributed quot::. to be r t tur~d to th'- country dropped 
or w1 thdrnwlng from membership . '!he Fund shall h t.ve 
five ycnrs In mlcb to llquid nt c Its obl10 c.tlon to such 
country. llhen ony country "I thdrows or is dropped from 
tho Fund, tht rights of the Fund ah..ll b~ tully scfc­
guc.rded . 

9. llc t prof! ts c c.m ed by the Fund sh1.ll b<.. distributed 1n 
the fo llowing mcnncr : 

n . SO percent to reserves until the r . scrvcs n rc 
cquol to 10 percent of the u.;ar~gc t<. contributed 
quotna of the Fund , 
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b . 50 percent to be divided ecch yecr among the mem­
bers in proportion to their quotes . Dividends 
distributed to ecch country shall be paid 1n its 
own currency or in Unite s &t the discretion of 
the Fund , 

v. Policies of U.ember Countries 

! nch member country of the Fund undertakes the following: 

1. To maintain by eppropri&te action exchLn~e nntes 
ee t:.bllahed by the Fund on tho currencies of other 
countries, ~nd not to ult~r exchange r ctos except 
with the consent of the Fund c.nd only to the extent 
&nd in the direction C.·>:,lroved by the Fund. Exchcn3e 
r~tes of member countries mny b~ permitted to fluctu­
cto with!n c specified r cngc fixed by the Fund. 

2. To cbandon, cs soon &s the member countr~ decides 
th~t conditions permit , e ll r estrictions end controls 
over f oreign cxchcn~c trc.nsc ctions (other then those 
involving cnpit•.l. trc.nsf~rs) with oth•r mcmb~r countries, 
end not to impose uddltioncl r ( atrictione without the 
npprovcl of the Fund. 

'!he Fund may m~<ke rcpr~sen t~tione to memb~r coun t rh a 
that condi tlons r.re f ovort.blc for the nbondonmont 
of rcstt•ictlons end ccn trols ove r forcion exchcngc 
trt~nscctions , end ecch mcmb.r country ehnll give con­
aider&tlon to th' r cpr cs ... ntt. tiona of the Fund. 

~. To coopcrt.t t- eff<:ctivc ly with oth..r mcmbLr countri es 
when such countr i t s, with the n;provnl of th<: Fund, 
edopt or continue controls for the purpose of re3U­
l r. ting 1nt<.rn~. t1ona.l mov<.mmts of copitel. Ccop~rt.tlon 
sht.ll include, upon r c commtndt. tion b) the Fund, mccsur,s 
that can oppropri ctcly be taken 1 

c . !lot to ecccpt or permi t ccquisition of deposits, 
securi t ies , or inves tments by n t. tioncls of c.ny 
mt mber country imposing r oetr1ctions on the t rans­
f e r of cc.pl t r.l t xccpt w1 th the pcrmiaa i on or the 
Oovcmm~ t of tht! t countr:; 1.11d tht. Fund . 

b , To m~c ~vcil~bl~ to the Fund or to the Gov~rn­
mcnt of any memb~r country full inform~tion on 
nll property 1n the form of deposits , securitie s 
ond inves tments of the n<:. t1ono.l a of thc t mcmb. r 
COWl try; r.nd 

c . Such oth~ r mE.r.sur<.a :.a tht Fund sbcll r cc0111111cnd. 

4. llot to en t <. r u;>cn t.ny n<.w bll-t.r t. l forcior> exchc.n~ 
clccrin& ~rrc.n.5•mcnts <.xccpt with tht. cp;>rov:.l of the. 
Fund. 
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To give consideration to the views of the Fund on any 
existing or proposed monetary or economic pol i cy, 
the effect of v;h ich would be to bring about sconer 
or later a serious disequilibrium in the balence of 
poymen ts of other countries , 

6. To furnish the Fund with all info rmation it needs for 
its operations and to furnish such r eports as lt may 
re~ulre ln the f orm and at the times r equested by 
the Fund . 

1· Tc adopt appro;>rla te legiala tlon or decrees to carry 
out ita undertakln~s to tho Fund and to facilit.ate 
the ac t i vities of the Fund, 
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TH& WHIT& HOUS& 

WASH I NGTON 

February 22, 1943 

MEMORANDUM FOR 

H. M. Jr , 

To reed and d1geat for me . 

F. D. R. 

Enoloaure 
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BOARD OF ECONOMIC WARFARE 
OFFICE Of EXECVTlVE Dl~ 

, ASHD«:TTOI. D. c. 

!larch 2 , 1943 

'!be Honorable 

'!be Secretary or the '!'rea....,-

Doar llr. Secretary • 

Dtc1oaed are the ainutea ot the •••tinla ot the Boer<! 

or Econoal.c Warfare which were held on Jt.DWU7 28 and February ll, 

194.3. 

If there are ~ eorrect1ona which you oare to suggest, 

p1eaaa let me know. 

Dtcloauroa 
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' 
.1. moeUDC of ~ho lloa>-4 of Jco...-c Vartan ,... held 1D the flee Pr .. ldent'o 

0
tnc• 111 tho Capitol :Bu.lldlDI at 1.0100 •· .,, on J.-, ae, 1943. 

~ooo pr4•tM r 
~ 

The V1co .Prooident, OhotJ,rlllan of the :Board 
~r. Dean J.cheoon, renreoenUD& the 8ocreta17 ol State 
;.r. P.arry lihl to, r~>reoenttng tlw &eorota17 of tho !!'roaourr 
~. v..-no T..-lor , r epronniiDg the 8ooreta17 of O_.oo ' 
l:r . liollon .&. lo~feller, Coordinator of I~ter-J.uerl.can J.tfalrs 
Cr. :Bernhard lllollenber&, Lell4 Leal• Adc1nUWo.U on 

In f4dl\1on . th• followtM ptr!o;aa 1r11·e , r!!tnt; 

l.lr. ll. G. Collad.e, State Doopal'\aent 
lir. i. L. Clayton, Depart:dl1t of OODiarCo 
~r . Joe Scrl'b;>er , lia.r 'Procl.>:Ct1on :Board 
: r . John l:oClintocl; Office of Ooordl.~ator of Into,...&l:>orlcan J.tfa1r• 
Kr. John Locl:nood, Office of Coordlnator of I nto,....,..rioao. J.tf.U,.. 
1.1r. Harold I! off War Depar-t 
J:r. >IUo Perkin~ , :SOard of ~nomic Varfaro 
llr . Hoc~or Laao, :SOard of ileonoml.c 1/arflll'O 
Ur . ;:. W. Gtwwlits , ~oo.rd of I:co~l011'1c \1arf~·• 

Cor~ an4 Jriotloo 

248 

' 

7bue ""' a a:10rt diecuulon of tiM tlro 1·eporU, "lloport on Cork" dated JOJIUM1 
2:-.,1943 an4 "llt!>«>l' t on Zl'latlea•, dated J~"/ 25, l!HS. ~ pol.l:t - dr vola·,.~ tho~ even though Sp<Lin and Portupl: were el11111natod &a ooureee of cor::..> 
o~he" avalla'blo aourceo and otocka of corl: voro ouch that there would be no 
=aterla'l effect on the -.r effort for abaQt throe ,_.ro, tboueh there would 
oeod to h 1\u'tbor re~riction on the uoo of corl:. 

Prone•• ieport or Qsm' \tee op Oold t:tniH 

Vr. Luo, Chol.raan of the oao&utt .. eotal>lilbod to roc_.ond ,.,uey with 
raforonco to the exportation of ,.&orlal• tor p1d ol.:>lug, atatod that blo 
comc1t\oe bad mot , aq4 wbllo ~•rialn noco•aarr data for full det~tlon 
wero aUU l o.cl.'lllio ba4 llgl'0.4 tontatlYil:f 'ha.t with refei' OllCO to Latin 
P.or1co.: • • . ' 

llo oxvort aool.otanco ahoald be ct•on "'lei. alulns ooterprl081 1n 
Lo.tlD ..,..rica after J'ebl"UJ'7 i , except: . 

l. ~or noar..-, o£ii8&"t of ap "' 31100 tolll to be allowed 
d....U.. tbe next n ... ..,nth-, Dll4 that after JW.7 1, 1943 
liD flanber a111•~ U l obe &1••· 
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:'or Col ocbil! , ~:nirc~nn u:;> to 30~ o~ aatl.~t<ld ·r6quiro­
,~t• to be allowed to July l Lt , 1943 , nftc~ which tU.~ 
no furt.tc!' ..:;qx>rt c.Histo.acu h to b11 given. 

l:r. Lo..:~ clio ltntcd tho.~ it """ >r o lOIO~ that t ho Condill?-tor •" of!ice 
.,Npe.:·u 3 110 r!: 11,rogrom for liicarll,.;un ainl:u n rolimin<U"y 06tl.!natol i ndicr.t od 
that 10,1., :JC'•1t, urr loy~..:& lfOUld bo concllrtod in tho !)l'oposlld cha,-,go. It 
11a.e (lloo "ll'oposoti t.'\D.t 'lualifiad !l" •·sons bo aont to Col o,>b t a and Nic:u·~~ 
for t ho '?lll'.'osu of asc..::·to.ining cortat n facts npt no,..,._ava~lablo and alao 
to &ucuru oat imuto• oi thu !lrob:>blo 01~octo of tho !)rog~am pro,o&cd. · . . . . . 
In tho diGcuGsion it was clo!4' that ft>.cte 110ro no t , nvc.il !iblo aa to tho in­
cornu dvrivod from ; old miniag by th<> l'oo:;octivo t;ON~n:.•ont.s ,. oepccia.li,Y 
tho :acru·-~u•J.n, tho ;·olativc impo~tnnco of such in~om;:, , tliq alt.:.1·no.tivo 
eou:cul of i nco.>v , ond too :;>ro'ocbl c uffu<;ta of n reduction in lncoMo . Li;a,­
tri&o clo.ta w r<: lnco:lclusivo .,. to the !)l'Obablo effects U'>On ':'='?lo;l!llont , 

;.'hu u t:1v:·u vt o s~n~''?.l ~··.,...:n<>:>t na to tho gol d ;>olic;r outlinod t~'1tllth,l7 

by th.:> co;.nltt.:o , and. the pro·JOLud p.·oouduro nith roiar\lnca to :·1~ 
and Colo.1~ la, act ion "'"" ddcrrocl :wll'lal·lly to aocuro n oo r o comr~eniho 
Nport ll.G to t :N '1l'Oboblo cflOCt6 Of ~ch >Olicy, lT.>ilO t!.:?Prnisal of otfuCU 
ol.oht not chan.:-. the act ion, it nas the concvnsus t ha't some oonlldoration 
should uc ,;ivcn to <tifficulit i vs nith ·.r.llch thoU. S, might bo f c.cod ant 
to poulblo romodi ~.l ac tion. · 

~lll puln~ 

Tho committe" on shhn L1.;; ( ~vo mlnutvs of tho :3on:d : :..,~t i nt; of ~rutual'Y 14, 
1943) ~:r a not ;vut r c:lc\y t o rapo:·t . 

Tho moot i ll(; ~tac a.d.JOUI':lod at 10: 55 a . r> . 

•. . . 

. . 
•• • 

• 

' 

. . 
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A 09et ing of t he Board of :Oonomic - errare •~a held in the Vice 

President •a 9ffice in the capitol Build ins nt 10:00 a, m. on 
February 111 1943, 

'l!loae present 

Tho Vice President, Chairman or the Board 
Ml' • IJoon Aehooon, reprosentiur; the Secretary of State 
l.lr , Harry '.1h1te , repr esentinc the Secretary of the Treasury 
!Jr . R. P. Pattereon, representing the Secretary or liar 
Tba • ttorhey General 
!Jr, AdlAi 3tovo.neon , r epresenting the Secretary or the tle.Ty 
Tbe Secretary of l.Qr icult ure , 
Mr . Wayne c. Taylor, ropr oeentins tho Secretory of Commorce 
Ur . Nel s on A, Rockefeller, Coordinator or Inter- American Affairs 

l!lr• oii lliam Batt , re])reoenting the Cha irman, "ar ?reduction Boord 

Mr. E. R. St ettinius, Administrator , Lend-Lease Admini stration 

In addition , the tollow1 np porsons wore present: 

ur. fl. L. Clayton, Dejl8rt111Bnt or COI!IIleroo 
Llr . Harold Neff , rrar Dopor\mont 
1~ . J ohn Lockwood, Office of Coordinator of Intor- Amer . Affairs 
Ur , John McClintock, Office of Coordina tor of Intor-Amer , Affairs 

J.lr . L, A. !/beeler , DepartiiiBnt of J.&l'iculture 
l~ . JohnS. Hooker, Dep.ll'tment of State 
~~ . c. v. Barry , roard or Economic \'Tartare 
ttl• , t.!ilo Perkins, Boord of Economic l'ln.rtere 
ltr . ;::, ~1. ('.-aumnitz, Board of ~onomic l!artare 
lo!r , Hoctor I.lzo , Board of f..conomic r·artere 

Enllll!Y 011 

Mr. Barry pointed out t hat the enoJey oil ·1osi tion ret'lort , " :3\lllJIIAl'Y ot 
tl:e Jlemy 011 Position" dated J anuary 15 , 1943, indicated tor Ge:nllllny 

th.Jt duri n,:; the next s i x months (loman su!l!'Jliea would be relatiTOly 
short . Unless monsuroe could be ta.ken which oould interrupt oermnn 
programs no1t outlined, the ;:>Osi tion at t.he end of six months would be 

il:l!lroved , Ho pointed out that two thin:,s were vUGSestod in tho report 

as being fa ct ors which mi:bt interfere wi th an in~rovoment or tho Ger­
man oil position; the disperaion or suppl i ce , and the bombinG or oources , 

1~. Barry reported that tho Japanese oil posi t ion could be s ummed up 

as a matter of t rans ·wrtntion , transportat ion from tho source of pro­
duction t o tho refineries and from there to the ~laces whore it was 
USed, Ro stated that reports indi c- ted tnut t ho J c,anoae ·bad about 52 

er 53 tanlcsra availablo tor tho transportation of oil a nd that approx-
1mtoly 50 would bo ru(uirod, Thorell!oro &OY action Which t ended to 

interfere w1 th the tan.kor mo-t-nt 1;ould otfoct t he oil 1)081 tion, 
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.!.' tho conclusion of t ho diacuoston of the oil , Lr . Perkins atated 
ttJ t at .. ilnr 1ntom.:t1on on :: nuober of ot!\ ·r cor.moditios could be 
a.:do aveilnble to the mcmbora or the !:oar<: at tuturo oeet1n;.o . Somo 
of tllo rc Jorts, be ctat11d, nor" 11\ldc pursuant to requests oric,in£~t !ll3 
uith tho Joint Chiefs of Dtatr t\lrougb tho J. r. c, 

'l'llo r o!)ort of the Sub-oofilllittco on GOld, "Report to tho lloard of 
r:conO!lliC i:nrf.a-o on ;tocoa>cndcd I:xyort ?olicy tor Gold ilinln_. tn 
tatin ;.oorica" <\at~ February 10, 194!_, had boon circul.:Jt<Jd. Hr. 
Lazo etatud briefly tb3t t ho c~ttee K~t rop~utinL tho auoo roc­
o.lll:lOn<!ntions "hicb it had mc.du at tb' Lost naottn.:, . In u!toct, t ho 
cor<~. it t c.o rococ.'londc.d that c.ll sb1'1111Cnts o1 .• old uin tn: .. qutrr.•o.nt 
to Latin Junorica bo dis oontinuod ~xcopt t hat i n thv ens~ of Columbia 
and tUcoro.;..l>l s :Ji pmonta should l>o hc.ld to aroun<'. 2,000 tons w.oh un­
til July 1, oft or Hhich. no furtb~r shi">m"nt a si:o·il <i bo n- do, t h.;. coun-" 
trios to bo notific.<:. of t lli:; "'licy . It n.:s ol oo rooon .~ndcd tllot 
for Jllcara;;ua tb" Coor{.1nator •o Of1'1co l,o r-quvotu~ to i nitlat .. a 
gorl• ~ro:.rom lookina to aosiat.;nco in handlin: t:J~ UDCO!Jloyclont sit­
uation ~bleb would r -oult . ln th~ cas" of Colunbia, i t ~es r.:.com­
m<.ndod thut thu CoorcliMtor•e Office uOC"rt -:..u •• otudy to dot .. ~in<> 
uh-t ~aeis~cv rn1 bt bo n~c .. aaary and appropriate . 

ltr . -crkinn stetud th.lt ho ::esULlvd that acc<J-.tanc" of thl.l r c;,ort 
vould m-an that tho r:oard 11ould f ollot· th" ,olicy l a id clolln so rar as 
cxpOl'ta 11oro concorn~d , that. tho :>tct o Dop_rtmont would notify tho 
nffvct~d oountric.s , and t iult t :cv Coordin..:tOT' o Officu woul<\ to in­
stituto auob !)ro~rams ~s w~r- n~cuss~f7 , -,articulurly in Nicar~ua 
and ColWlbia, 

In rosponso to a r:u~stion by th~ Vic .. ?rcsid .. nt ~s to ,-h~th-r thur<. 
•-s any diaagr .. crnont !'lith t b<.> r oc ;:;o,.;nd-tiona, l!r . Patt..:roon su.t .. d 
that ho dis....:,r-00. . It 101ae hi s t :to•.Jetbt. that thv oxport11 of gold *1A­
iJ13 oquipmont sboulu bv ctO;>!lOd ontlr ~ly , lNIII!iiUCh as , old nining 
bad boon cl iminatad i n tbv Uni hd Stat .,o .:.nd :.llo111 DS tiiCJ shi):.t"'nt 
or minins maturials t o othor co·Jnt rios l'r-'S inconsistent . At a tim<.~ 
nhon shipo and mato:.·ial •r.oro in short su;>'>ly', hv did not o-- ho" a 
conttnuntion of tho shi'llllunt ot m..t .. r ials forth .. maintvO.:Jncc or 
gold minin~ "a s dc.tuneibl o, 

l~aera , Taylor and ~orkins otntcd that th~~ ogrcod with th~ ~on~ral 
obj~ctiona stated ~y Ur. Fattvrson , but b-li~Y-d tb- comuit tc ruc­
Oi:ll:nclationa r .. 'll'.:sontA a workablu compromise, .:nd otr"~slns .:.lao 
tb. July 1 , 1943 dcadlin" on shipmo~ts . 

u, on inquiry by Ur , Rock~foll~l , WI' . Pntt~rs~n clsr i t i ud his posit ion 
by s tatinG that whila hu nas op~os~d to turth~r shipment or matoriala 
for :,old mini~~&, bo nas in asru.>nlont l'litb tb~ com•¢ tt~o r c.colln ondation 
with rofor~nco to suo~ r~odial oveauros os woro nocoasary , 1ncludinr 
th.:~ us-. of fUnds t or auoh !,llll'?OS~ lJI'OVid~d shi w.nta or minillG Ll8.tv­
ripla r. .. ro limited as outlin-.d. 
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~. 5t~•~naon statud his ~·,~t1Unt 7i;h 1~. ?a tt~raon•a claritic~tion 

~tat.:m.>nt . 

;. motion 1108 l)83Sod acco'ltill(, t hu conr:Uttc~ r .. cotDOn4Ations vith 
J:Ossro. Patterson ane. 3t~v.naon d iaocntin.:, l' ith rur~r .. nco t~ a ny fur­
th~r ohi pmont of GOld mlnins ~t~riale, but aosunt inc to r~~dial 

m.,aa1u•J o , l'lcrc.. shi 'lll.nts or r,old nin!nc matcri nlo lir it ... ~ .. a outlin<Jd , 

.u!s Dloc~dc rtunni!!i,i 

'ill• Vic:> Pr~3id<Jnt ask...d l.r . Pt.rk ins to rc,art on Axis b1oclcadu run­

n!n.;. . 
l~ . Tvrkinu 3tatc..~ that on Octo . ... r 29 , 19~~ a s.cr ot doc~nt bad 
bu~n hO.ndLd out at th" :Joolrd l :v.ti ll(; indic..tin.:, t~t Ax1" block&d. 
run~ine; <lolS Goin,: on to such an uxtunt oa to nullity th. bl ockado in 
tm,ortant r ospocts . ..t tholt tinw r ... !lorts indic ~t .. d t itnt Gun:tany nas 
s~curiDG by blockndo runni~ soma ?0,000 t o 00 ,000 tons total, or 
uhich a sisnificnnt quantity 17>18 rubb~r as nul l aa ra ts c. nd oils and 
c. rtc!n oth.r it.mo. At tbu D.)Jll(l timb Ja"JDn h.::.d b ... n r.cvi v in;; me• · 
china tool s .nd otllvr mncb i n. ry . llo intl!c.:.tcd thnt in thc:; tvolvll 
nontha o~in.:; Octobur 1942 o1ov<.n shi,a )l.;.d ?"Ohd t~1·ough th~ block­
ad<. froo the Far Slst to C.X'!l£n- buld Lrri tory \ h!l~ oix aili!ls bnd 
n:d~ tb~ journ.:>;: in th~ oth.r d!r,.ctioa. j urint; th. ll..£t thN~ 
oonths , hO'I'IONr, t!l~rL h-d b"<.n & sh.::.r:> !ncr<:.: so. in tb~.o nl.llll!>~r of 

block.:du runn"r s 5to~p~d by l\.lV81 action. Out of t;;~lv. shhs kno\10 
to MV~ ntt olll!lt~d to run th. <.1ock:.d. only i:our 0ot thrJ~h, thL 
other .i:,ht ~ith ... r b.in;, s•Jnk , ocutt1ul or so badly <l~•.n:.~e th;:t they 
,._r. fotoo.d .to xct urn to ~orts for r.~i:..s . 

l!r , ">vrkins a lao .,oint.tl out th. t th~r- 11~rc:; r .:.clly only ;: snall nUJ:t­
b.r of Axis :Jhi ::>" · nhich coulci ': v us.d for th. 1ona bloc~dc. runni nc. 
voynso bocauoo o f tbu fUJliDC ?ro~1~. Thorvfor. , t h . olctivity ot th. 
lest throe conths 1ook~d vort ,ro~iainc. 

Finnncial ?o11~y 

Mr, Rockorollor raiaocl t ho .quo&t ion or tho roport of thO' Co!nl.ttoo on 
subsidivs end other matt. ra , (Suo mi nut.o o! ~onrd m •• tinca of ~c.m­
b.r 1?, 1942 , pu~.s 2 - &, and DvcLmb.r 31, 194~ , ~~-s & - 8 . ) 

!Jr . ? ... rkin:~ r~nindvd tb ... m..m• . ra th....t in !)..c.mb. r a num' . r ·or ques ­
tions concc.rnin.:, cX')()rt ))Olicy ~d b •• n r aiaud , t b" :.on Jli'-Ss iDB a t 
th. t t~ bviDG th. oxt~nt o! 1 .. nd 1.~a. e s s ict. ncv ao r~~t.d to 
"dollar \rel.t.nc~ s . }h . .. do1lor ·• qu .. at!on :;.~ r~eo1v . d by a s,._cia1 
COl:l'litt~.o , the r.oOiill'rln~tiODO or 1:h!Ch 11~r- B'l)rov~d by tho Pr.sidont , 
(Sob Board minut.s ot D ... cvmb.r !U, 1942 1 JlDt•S 6 - 0 . Th~ r ... cODDCn­
d~tiona o ... ru n!l::>rov.d by tbv Pr.oldunt on J~uary 1, 1945 . ) 

C.rtnin otb"r questions raiu~d ut that tl.;tO "oro r b r "r1·od to n coo­
r~itt cc 1~ith L~ . Coy 09 CM!l.llnn , which cont.titt~u hod not yut · mot . 
Mconnhi1o oorta1n of tb~ probl~ bnvu b ... un hand1 .. d >Y a&rc:;~u~nt bo­

tll.~n the a:;oncios dir~otly concornc.d . 
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a.:r. St"• '-la.aoa. ot4t ... d bia 4.gre~ '11-;b l.tr'. ?att~ro.on'e cle.ritt~tion 
a·t.at~nt . 

A ..,uon "~" !>11••0<1 acco'ltlll(. tbu c0100ltt~~ r "co1J1110114atlona, witb 

1
:,w

111
r:s. pauoraon a~ 3tuv ... nsora tHa3o.nttn.:, lith rvf ... ~nco to any tur­

tbor at.IJI"-nt or (;Old mining ll>lt-rla.lo, but aoauntl nc to r......,.d,lal 
.....,

1
urJo, ••rv ollln.nto or :;old 1'\inlnc nnte:rlelo 11 lt .. ~ oo outllnod. 

Ar.lo OloOkldC rtunnl!!(l 

Tho vlco J'NOidont osk.d !,u-, Porklns to roport on Axle blookGd~ r un­
ntn.;.. . 
ltr. rorklnu otat..cl tll.at on Octo~ .. r 29 , 194~ n a .. crot dooul!v:>nt bad 
buuD b.:>ndod out at tb. :loord t:u.tinC lndlc. tine tbllt A.:dc blocla:d;; 
run.•lll6 c.11 solo.: on to auc)l nn uztunt co to nullify tll. bl ookGdo ln 
ll:>">Ortant roopc.ots . ..t th:lt tim.. NI)Orto lnd10ltvd tl~at G" n:>lll)' ws 
..,.urlll(, by bloclc:td• r unnl"" somo 70,000 to 60 ,000 tone tot"l • or 
uhlch e al(lll i tlc.!nt quantity caa rubb.:r ua v.U aa rata e nd ollo aad 
c.rtnln oth.r 11..1:13 . .'.t thv ,_, timol 1a'llln h.:d 't>.un r.cul'fl~ ;:lEI• . 

chino toolo . nd ot b"r ..,chl11-ry. Ho ln<!1c.to4 that In th~ tvol'fo 
nontha ~!llln;; Octobur 1942 olovc.n ahi;>a )l.l4 J"OLud t ;n-oll&h th" block­
ad' troa tbo F~ Slot to C.X'Dlll-bvld t . rritory ' hil. alx ahl~• bnd 
J:£dC tb. journ~:; in t b. otb. r dlr,.ctlon . J llrlDG t b. lu£t t.hro. 
g;,ntba, hov~JNr, t h'-'r'-' h.ld bvc..n c. abcl1) 1ncr~a"" in th" numl>.. .. r ot 
block.=.du ruM~JJ:J eto...,p ... d by n.lVS.l o.ction . Out of t..;.;...lv ... ebl "ls kno'L1Il 
to b.lvo ctt •lliJ)t vd to run tb. nock .. dv only ! our e;ot throu:;h, the 
oth.r .t:ht . 1th.r b.ln.:; s•.mk, scutt l ed or eo bndly cl.;tn t,-<'. th-'t they 
•.1...r ... !otc"'d . to rc..turn to ""'orts tor r~..))Ciro . 

t!X . '-rkine a lao ·101nt-d out th. t tb.rc ""ru r;;nlly onlY c enD'll num­
b.r or Axle oh1 ,, Tlhlch could ·,. Wl~d tor th. l ons blocklld~ runniDG 
voyaao bocouoo or tbu ru~llnw ,robl -o, Tl!or. tor .. , tb. activity of tbu 
lllst three conthG loolc~d very :>rolllsln:; . 

l'lr.anclal ?l>lley 

l!r. 7.oct..foll.cr ..ao4 tho ~uostlon or tho roport or tho" CocnlttoO on 
IUbaldivO Gnd othcT cnttvrs. (Soo aJ.nut.e of BoCrd m..vtlll<.a or ll<>C...,_ 
b.r 17, 194Z, p_.r .• a 2 - 6, and ilwc..ut>.r :ll, l 94l, ~·• 6 - 8. ) 

J!r . ?\..rkino r...ntndvd th .... m..m' ... rs tb...t in D-,.c"r:sb ... r a n\D'..vr of quGs­
tiona concc.rn1n,:. t.J:?Orl !)Olicy b.J.d b~. .. n r.lto"'d • thv ·~st ,r ... D51DG at 
tb~ t t~ bvlnc tb ... oxt ~nt of l "'nd l~uc ... neotct~ncv ao r ... ~t ... d to 
"dollar bllMo.o, n.. ·'dollor·• quuot lon "-" r.oolv. d by a •~c!al 
co~ltt•~ . t ho r . comnlndotions of r.hlch v.r . o?prov.d by tho Pr-sidont. 
(SoC Board l\linut . e of llvcumb. r :n , 1942 , p<l(.•O 6 - 6. Th• r ucOIIIllQII• 
datlone vuru ·~~rovud by tbv Pr.oidunt on 1~~ry l , 1943,) 

C.rtoin otbor (!uootlona raiucd at tbot t~ voro rbt~rN4 t 'o n COD­
Illtto. ~:ltb t.lr . Coy oa Cboli"ll8ll, ·"bleb coalitt.u 'hod not yut· ..,t . 
ll<anollilo cortaln of tb. l)roblu..-. ba'f" buun bllndl-.4 lJY ac,rv.cc.nt bo­
WvJil th< a;.oncloo d!r. ctly conc~l'Dt4. 
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BOth Jb', :;~.ttlniUll end Ur. ?>;rldllll l.ll41c&ttld oono14~rablo :>J'Ogr~•• 

1, tb- eolut10G of JurlodlcUonal ~rob~• r.llc>r .. both IIG~nol<~s ......., 
In th• 0~rt or mt...rlnlo. :io tbi;.t otb .. r el::lll..!.r 'lroblWlll ~t bo 
bnlld.hd .. xp.41 UouDl.y, nn4 all Board m...mb..ro tully lntorm~d , It '"'" 
~r ... d tbOt tho Bo<lrd or ::Concmlc "artur~ abould ~:ork ~:1th r~jll'.avnt­

otlvoe of th .. oth .. r arr~ctud a:;vnat .. o to 4ro.rt Q(;l'~w<l stutcm~nta tor 
")ros ... nt~tion to th ... BOard aa ep...c itic '~"~robl ... M o..roDu trOll time. to 
t IJllO . 

'ill• ..., .. una odjournod at ll:OO a . m • 

• I 

' 
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fN!J3"1 fpst S£0RtT 
y.s. StlCIIE[ 

WlUl~ 

lftformat1on r oce1Vfld up to 7 A..tt., 2nd a:.'U'Ch, 1943. 

1, ~ 

A D\ltoh submarino sh"llcd •n<l Oi\11~ o ~ort..~boUI(d ln<!on 

4000 ton ship off Ponang on 2lot Fob~\ry. 

2. MIWIARX 
'l'l/l!ISIA . 28th , First Ar,.y. Enco,y ott ;o':o &«&inat tho 

tr1t.1ah aoctor i1:'ti the Uort.h WtiN. continut<l on a NC11K.<.d a.celo, on1,y 

place ,-.N OZ'Cf strong <.nc=;r preaouro ·.11 oX<.rt.od. 1'.1" 1n UaUuro.U..ja 

are& '~ro att.ft.cU South ilL st. h-oa Sldt. Nelr .,. .. t.lft· .a ~ infantry ~ 

IUCC0 .. 8tul.l,y h<l1d ">" f ritioh .~ F'rc.nch intMt.ry. !ritlah torcc.S h.tYe 

cl• tr<d mucb of tho wowld ocCilJ)iod ey tho .,,.,~ Soot: of l...dj•.• El. Sob, 

Goubollat 1a still in cno"'' h.lnda . 

RUSSIA, D\lring ]lflSt few diJ'O tho O.m ,n fortifiod •ono 

in thu flCIIO"'\nBlc S:tl1ont Jouth of Llll<o Il.taCJn hBo 00• n clcarc1d . It ia 

~portc.d th ,t, .a honv.Y thaw sot in at Hoscow on 27th Fobru'\l")'. 

~. bll Japanceo toroce u o r ... ~rt to hnvo bocn 

ath' w:i.DR up tb.. aa1n ro"\d !"Ol'"th of NaopwJ), &lao rorth J:l.lst tt-011 

3. AIR OPIRA!10l~. 

11P.S'1"0UJ FRONT. 28th/lat. st . lUZHftt . lll7 tona of 

boabs woro dropoed incl\lllint 4 - 8000 poUnd .md 106 - 4000 pound • 

Cloudloao, but ~ko screen, ground haze l.nd L\~r on O'IOkf> C'rOID ! i.rt;;s, 

111ado dot.Ulcd idonti.fiMtion difficult, novurtheloo doc1:f.l clearly 

aocn by lirht of i"iroa a.M i.Mic.at.or fl'\I"OD. At tel: JCQura.to o.nd 

concc..ntr.tV.d . Vc.ry l...'U"8o tin:a in to•on ,\nt' doo''l1 U't..a. Tuo 14re0 

o:q>loliono rcport<d . llodorato A.A. and o,_t 2S oo:•rchl1!;hto bitt 

lao'" or co-opc;ra.ti~n betUOl.n tJw tftiO. Litt.lo ti :;!1tor o.cUv1ty. 

!<atordq'• photo-;rad>s aha" IWV l'iJo< • a till bw'nin .>nd great 

.. 
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dvrutation 1n th<: Town an.a adjacent to u-'bcAt pc.na , 

bt, Ono J0,88 and 1 1'11, 190 •10rc. obot C:O"T>, 

lot /2nd, 366 aircraft doopatchod - Berlin )02 (17 ol.seine 

and 2 cro.allcd ). 111nc- Ls,ring 49 (2 miuillj)} , Rllhr 6 Intruders 

5 Leonoto, 4 over Berlin. Vio1b1Uty w•o good. 1"'-"::cr narcs 

_,ro ncouratoly pl.tccd and bombing ,o., concontr!ltod. Considorabl(.t 

flrca quickly dovclo9Cd -:r' ich rtoro vioiblo 200 l!dlca :J.'Jl:f• CrcJHS aN 

conridunt that attack was auccoaetul. 

~. 28th/lot. Mosqu1 to Int ruder• dootroycd 2 """IllY 

a.lrcratt. 

BUR;!,\ . 27th, 24 U.S. !Utt;tha••lul IIUCCo•<tull7 bcclbod an 

'""'II' INJl!>ly dopot south cast of JVit~na. U.S. Libcr.>tors hit "\DC! 

probably san!: one '1000 ten ship aouth or lloulacin. 

... .... 

--------- ,--~----------------------------
• 
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T.clStnri WP111l'~T 
ltca:11n:ton 

:'Ill .cu;,;lL, 11\llt:n:a !l::l•S?A~ 
:,cc!n•sday. Uarch J, 19!,) 

.~rcss Son·iee 
•. o . ::"S- 55 

socrotD.•'Y Cor.;ontllllu t odo,y announced tho cronW.on ot a tln.ited StnLoa 

Troasur;r ~:&r Financo Committee t or overall d1roctton o; the Trot~c.ur;• c 

':lend eolUnc actl vi t1os . 

256 

I):OlaJIOd to intecratc the liOr!c of the \.ar oAvinG3 Stat; an<! tho Victory 
;'\md Co.~ittoe in the sale of ell Govom;l•lrt cocuritios, tho new organization 
will be headed by \1, l!. Robbin! nho !3 t.Ald:'IU loevo f ree his r!utics a~ vice 
president of General Foods Cnrporation, •moro l:o h:as bco.n rooponzi;,le !or 
scll1r& and cM1<ct1ng activit.ies, to join \h~ i."Slldint.e st.c.rt o: the 3ocr~t&t"J 
o! \he Treasury. 

As clmirna.n of the \lnr Finan:o Ccnoitt.oto, l!r, Rob;,ins ·:111 !'unction mth 
t.he operat.in:; titlo of 1'ctwna! Dlreolor or ~cl\o:l. ;~c will report to tho 
SecrotD.ry t::rou.:h the lk>.'er Soc1-et.ary. Othc~ rvnoo:s o: thB Co..r.tittec will 
bo liJ.rold 1: . :lra'lcs , As3istant. to the Socroto••t in cherse of the liar Savinga 
Sta!r, o.nc1 Gcorr.c Bu!'fi."'lgton, Assi:Jt.Gnt to t:1o Secrctnr; in e:k"U"t;c o.: the 
Victor/ Fund Ca,.;.ttco. J.u,-,J.tional mcl:IJeo·n .,; t!!C Cor.•ti.tt<>c oay ·oe announcod 
lnto:- l1/ Socroi..Gr;.t t!orgcnthau . 

. Tho no~: or{;Anizati~n is :XJin;: ::ot up ao t-:10 Trcaoury proparcs : or ita 
so'cond bia Viar !inllncin.-; c!rivo, to bt:;in AJ>ril l2. 

Prooi cl..:ntG or th::: Federal RtJSCrv~ ~=-n:<3 h&"/C ;x,cn &3ltcd to s.:.rvo )\3 
c~.airn.on or district c="li tt.~~s to uo ori!QIIi;<·<l on li."lc~ :Lll.lsr to tho \lar 
Finaneo Co;mitt.cc . 7-..:s·• .!19\.rict coa>ittoJ: mll incluC:o l':prcscnt.ativcs 
ot tho War Sa·:in~: st.nr~ in oac:1 Stat.;; and oi the 'l.i.ctor.· Fund COI!ll:d.ttC>e, 

Tho Co::ci tt.cc 1n l:ashin:;ton l'lill net 1r. ; n ndvioory c:.pacit"J to tho 
!'ational D!.rcctor in tbl ::omuJ.r.tl.on and '•~JcuUo:o of rlnno for ~G of 
Govom."'.Cnt acc:uri.tics, ,:nd the. corr.D.ttccs oot up in the, !'odoral R<:scrvc 
ll!.atricts mll Ukct<i< ~ act. 1n :.n advisor-; cepe.ct tr to tho ?rcsid.mta ot 
tho r\:cl::r&J. fi.:5Qno O&.'lks, l't~O l1ill act aD Chairt-.:n Of sue:, =itt.ccs, 
with fUll &:lt:»rity nnd rcsponai!>ihty in t:1;1r t'I.SJ'l(lcti\'C districts to 
di~et th¢ ~ri~~ . 

'!'he llational D!.rcctor o.f Saloe is authorize•! to rlcal directly lrl.th tho 
l'~~crol Rosorvo 'lnnko as l'isc<>l Agents o~ the United Stat es in all matters 
rolotine to the [>l'<XIIoti on and sd<- or Oov•.mw:nt suc ... rit.ios, and in this 
connoet.ioro h. hM r.uthori ty to utilb;o all too :ociU Uvs or the nar 
Savings St<!U nncl th" 'Jiotory !'lind Comnit t.:>v, coord1nat1n:: th<.>ir rcs!))ctivo 
actJ.vtt1us aa loo 1.0;: Cil-cct . 
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All ru~Uci~y will !:>e ~"11llstad in tho joir.t ontlcavor, and rtU include 
~horevor J'08•1'>lo t he continuous pr<r..otion nctJ.viti~• ot the ·-ar Savincrs 
~t.a!:. 

r.vcry tuncticn of the t>ro or ganizationn 1'1111 be into,-ratad in eYory 
~roducUvc v:r.-.· in prepr.ratior. for nn<1 <.'Ul-l.ng tho April cw,aign. Tho ontiro 
hnokot of TND.Sury oocuriticz, inclurlina :;; bonds, 11111 ~o 'Sol<l bj ell 
forCt~ tii!<J.nc pll l"t in the drJ. VO • 

D"l a."lnouncins tho ncr; sale s o rganizo.t.ion Soerotor.:1 t:or..;cnthau snid: 

"!he ~OI'HJrtll purpose of tho new orconiz&tl.cn "'hich-!lr. :lobbins is to 
hcnd is to coordinate core of~cctivcl;t the '·ork o! soilln~ c~vol'T'.r.cnt 
ocCllri!.i<• to .1nancc t!>o r.ar. L., t:Us : roct ~ "" sh~l continue to roly, 
"" w !\Gvc in t ho past, on the petrlot l.c ooopcr<t!on o; ;JU:J t'lilUn:; 
volunteer:;_, including all t.ho~ ~tr.o:so unool!ish ot1ort:;: :.l:.v.:: r; ... t such n 
""'-"li!Gbl~ rucord in the s:.lc o! '-'cr Savir•l• Bon~s o.nd St:l::t;>s "" "ell no 
t!!o:.; t=!:oG<> intonsiw '""'~' ::.::do po&3il>lo aucocas i n the .'J.rst lictorJ rune! 
drive . ;;u.s ••·J<cs us con:'idont t!>.at t!IGy 1'.!.11 Mot succ.>s3;\:.ll;; the crontor 
tnoks t!lt>~ Uo nht;::d of us in this nnd succcodin& cc..,pc.ic;no . 

11 1iol'lhcrc is tl~erc lx:ttcr '-'tiO.:..c" tMt ;., .... in tho l.'nitod St<ltos this 
18 n pooplc 1 o f'lc r t,;1M in tho v:i<!caprontl pcrticip:-. t ion in the pu.rchc.so o!' 
Oovomncnt o~curit1~3 . 

01 './c nro pvr~octing our orcnniz<~ticn a11np4' to t;ivo to t ho American 
!'Caple bottor opportunitivs and faciliti->e >"br putt inc their doll.~r• to 
•.7orl< t or victorJ. 01 

... • 
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\'1, 11. RobbiruJ, appointed today by Secrot4r y ~to•·eenthau a s cteirran 
or the United ~tates Treaoury l'far Fl.Mnce C<>ml:d.ttee, ia a specialist 1n 
,.,,. oalea and distribution methods . 

l!e has boon a ssociated w1 th the General Foods Corroration for nearly 
20 ycaro, 1o now vice president of t!lnt or1Janitation ond president of 
itD distribution oubs i diar;, the Oenoral Foods Saleu Company. •;., trill 
be on ltlllVO !rom his company while assiatina tho Treauury 1n its securities 
saleD proaram . 

lb', Rollbino tes f or the !"St eis:htsen months so~d in various ad­
vloory capaciUeu with the liar h-oduction Doerd . Ho left a JlO"~tion as 
act!~ Deputy Director General for St.ai'f Operationo of I'IF11 to co:>e to .~ 
the Treasury, which he already has served ainco last llove;:ilicr as a "":.!ber 
ot a cocnitteo consulting •"lith the Secretary on securlt~es carket1n&• 

llr. Robbins will hove the U tle of Asslatant to the Secretary ot t~e 
Treasury. 

Ur , Robbino was born in 1901, at flreonburg, Pennsylvania . l!e attended 
1!111 School at Pottstown, Pennsylvania, and Yale Univeroity, l'lhere ile m>s 
&\'larded a Bachel or o! Science deeroe from the Choffield Scientific School 
in 1924. He joined t he sales staff of the Postwn Company upon r;raduation, 
thla compo.ny through various mer cer s and oxpnnsions l8 ter becor.tine the 
General Foods Cor poration. 

!lr , lcobbins i s married and has four chl.ldren. The family hone i s at 
Greenwich, Connecticut, In Wao:ti~~Gton he livGa at tt14 s:1orehnm l!otel. . . . 

A brother of the new Aosistant to the :;acrotary, &h:ard E. :lobbins, 
is vice president of the Youngstown 5teol Door Conpan;r. 

ur. Hobbins ' father, the late &Jr.ard ll · Robbin•, served in CO=l;l'CSS 
durl.nc tho First :lorld ·.e.r, and .:as a necbor of that body at the tine of 
hi: dea th in 1918. l.lrs, Edllard !:: , Robbins , Sr. has continued :V:r 
residence in 1i&a!lincton • 
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Honorable Henry llorgent.hau, Jr. 
Secretary ot the Treaeury 
Treaeury Department 
1\'aeh!nston, D. C. 

Dear Secretel7 llorgent.hau: 

llareh 3, 1943 

I appreciate your letter or llareh l. 

It ne a pleaeure tor me to cCOillend t.he Divi-

aion or Tax Reeearcb and the Ottice ot the Tax Legisla­

tive Counsel to the Senate Appropriations Comnittee . 

I heartil7 bali.,.,e t.hat t.he Foreign Funds Control appro-

priation ehould not be reduced. 

~1 r.' a ' v.• 1 o .. 

262 
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MAR 1- 1943 

[ OlU' OIIAtcll' ueol'(> .. l 

.. r . ' aul hae told m of ~ &)>Tle&l'&l!oe 
l.o!lll'o t he ~ enato J.ppror r lat1ona COI:Lll ttoe 
1n BUpDor t of tho ar lll'Opri!Otl ane bti~AU 1'e­
J'lO~t~i! L;r t orei,- . \11.d11 :::unlrt.l, l,l • 
fi·:l don ot '!'u: B.nrtooreb wid t he Offi ce of 
t l.t ':'1.) l.e.;1r.l l\t ivo Co\.nnl . 

l r... .o-1 t int! thh l ett..!• lo t l'll JUU 
hotr ..uoh l G. I ~r ~o lato ;rottP .;-PI:'Ue 1ntf!l<ert . 
It l • 1 ertlol'a.rl)' ;:r..Ut::1n,.. t~ .. t o l:notr 
U.at t ho 110r k of tl,o.e 1>17' r f r nc ~~ 10 t'ull1 
a1 prno1at111l '1.!7 1wch a coapet ent jud:,.,. &e 
:'ll~ rni'J I', u.11 l t'W't ~·o>~ t o k~C'I'• t!13t : t.::1 

de '!'l ' ';1'1\ti•!'Jl eo ::ou !or 1\!Jat you han 
dnne . 

l tOnuMtble '"-lteP r. '- c-. 
Uni t ed ~ tatee r enate. 
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n-a . 

264 

Regraded Unclassified



c 
0 
p 

f 

COllfi DEll1' I J.L 

nDE1W. USlllflt B.Ul 

OJ' RW JORl 

Dear Ill'. Secre~&%7: ~~t ent lon: Mr. R, D, Vblte 

I aa enclooln& our coapUatlon for tho wok eDC!ed 

Fobruorr 17, 1943 , obowlac doll.&r d laburu .. nto out of tho 

Brltlob llaplre and French a ccounto at tbla b&Dic and the aeano 

b7 vhlcb ~heoe expenditure• vert financed. 

faithfully youro , 

1•1 L. W, Knoke 

L. V. lnoke, 
lice Proold.,t. 

!he B.ooorable Henry Morpnth.au, Jr., 
Secrtl&%7 of tho !roaouey, 
Vaoblncton, D, c. 

helooun 
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ahrtl. 1: o:-r st.e?.t.r 
U.L ..: .t.:lk i 

on..; • .10.11 

lHH ro Bi 1\C.-TR.ANS!H l'r ill 

COPY tiO. 

lnfor,,.r tion r •ceivecl up t.o 7 ;, • • )r<' '.arch. 

1.~· 

lo:EDirl>IU'."i ~ ;.. • Off nort.:: coc.a~ ZICU.Y one of H.U. Sub!Mrin:w 
""nl< < o~eort.ed •>stbound shi •3 on l?~b .. ,... r.n •· Gtboun- nhi·• probt!W.y 
con~ lnlnJ. n...,..unition on 2/,tb . 2nU/3r<' . Ono of H.'. Cnn:.dic.n Destrotora 
,>robnllJ o:ln~ f. 0-boo.t in Uiu-Atluntie . 

z. HuH . ~. 

TU,ll~II. . Fir ot . Our forcuo tllnOtrnt<A ) mil~:• ., ,ut of 
Sb•tt.l • hich 1<• 1 n our h> ndo . •fhe •mvny 1 lthdr••• una t>.,.r J• fru:n ltWhZ 
.:.1. ~ .. ~ - AfDU~d. ra.d r.nd from a bout ·rou;\I,I!..JH (7 Milou northr eot. of ,a:ru.;z 
"" s:.L) ' tot.•l 1'1 Jn~r.JI( t...n!<b inclu ling l ll.rlt VI b •liuvo>' dos~royou on 
nort..'t rn a\leLor t.n lt.b ~ fa\ dllys . 

1: :H.I., r..o:.r. lst/l.n<l. 61:> tons H.~. an<! inc•IU!U.rios 
•or< dro,.. od on!eerlln . ;>nd. Figbt.or& n f1thter bool~rs d"ntro7..d 4 
loco"'I~lv:s n<! d c ,;od l4 in Jlor~h•m FF ••. c;~ ,c.e B..LGIUtii . 2nd/)rcl . 
• lreraft .:or v d~•,..r.teb:u. S•" ainin,; 60, i.UHT 6 • 

• l-.JU<.h. •• !,·, ·' . 28th . 46 ooeort.x! u.::. Fortr~>s"os (8 .17) 
dro,, cd 1~0 tons Jl,,, on C .. GLI,FJ . :<a~/1ut . Hdif•·~.s t nd f'cllint;tons 
drop -.d 28 tone on P,.Li.Rl'O, lot . UinJ U. ~ . Lib>r~tors (B .2!) bomb.!d 
h~ rbour r.n docks arvc ut N~<.l'L.:.S . 

BUhl.L\ . 
U.:, . Kit~yhm:ko (P . t.O) . 
i.1. •" .L • ."l dae~ogod by 0 • s. 

28th . A bridgo ln r~¥IrKUtll, oro~ destroyed by 
1st. a ,Uv•'Y ~nu utuinge 80 mllot south of 
l.\itchalls (8 . ~ 5) • 
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TH£ UND£R S£CR£TARYO~THt TREASURY 

WA.H I HOTON 

llarch 4, 194 3 

CABINET MEETING 

270 

'l'he President opened the Cabinet Meeting by 
stating that he had seen in the papers where the Army 
nad won a r~ther decisive naval battle over the Japanese . 
Patterson spoke uo and said that the news was really 
good as they apparently put out of commission the com­
plete force of 22 snips and shot down ~5 planes, witn a 
toss of only 4 planes on our part. The report was tnat 
we had either sunk or left in a sinking condition the ,. 
entire f leet . It was estimated tha t tnere were aporoxi­
mately 15, 000 troops in the convoy. Patterson also eaid 
tnat tne information t hey had from North Africa was tnat 
tre Germ!'.ns were sending a great many troops with ratner 
neavy equipment south toward the Uaretn Line. Pre~umably 
trey ar e concentrating to mee t t ne British attack . 

1'he President tnen went into tne figures of 
Japanese planes and ships . He said t nat as far as they 
know , the J apanese only hnd Fl.bout 5,000 combat planes at 
the start of tne war and it is tneir be lief t nat at tne 
oeginning of the year they were down to close to 4, 000 . 
He a lso tnougnt tney had noout six million tons of shipping 
and t nat we nave now depleted that to about five million . 
If we can keep up our present pace of attrition we will 
nave tnem at tne ooint wnere t ney can not defend tne outer 
edges of t ne areas over which tney now nave control . 
Tnls wi l l give us a very important advant age over tnem. 

Mr. Welles . - He presented a draf t of an executive 
order setting up an inter-departmental committee to 
decide questions of policy concern1ng personnel to foll ow 
tne Army into occupied ter ritory and t~ke over JObs tnat 
~ere not str ict ly military in cnaracter. Presumaoly he 
nad in mind tne Nortn African s ituat 1 on . He said he 
unde rs tood tnat Secretary Hull had talked to tne President 
aoout it, but appar ently tne. President did not remember 
i~ --~ t was evident tnat Patterson did not l ike tne sug-

=j~~~~:~tion altnougn botn War and Navy were on tne committee. 
~ said tnat tne War Department had already done a great 

-~~n• of work on tnis matter and had gotten tor-etner a 
t t r of personnel , and they did not want to have any 

~:P~'tr tapoing as between tPe two. 

. . 
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1'he President sug11ested thRt tne order be in 
tne fore of 1\ letter to tne head of eacn Deoartment 
and not be formalized as an executive order. Tne Rroup 
cou ld tnen get togetner and make a survey of the oroblem 
and if it was thought advisable to have an executive ' 
order after that meeting , he would issue it . 

Mr . Bell . - The only thing I had to report was 
the fact that we had a ru 1 e on the debt l imitation 
oi 11 which would p.ermi t it to be brouRht up on the 
fl oor of the House next Wednesday. I told the President 
that we had tried to get a separate vote on the Disney 
Amend~ent regarding the salary limitation but we were 
unPb le to do it . The President Bald thPt it was too 
bad we could not get a separate vote on it as we mip,ht 
nave killed it that way . 

Ur . Patterson . - He said there was no military 
newP Rt the moment other than what was Riven in the 
paoers regardinR the Japanese fleet and the item he 
mentioned with respect to the Germans movin~ towards 
the MRreth Line . 

J.!r. Biddle . - He said thll.t le.st Monday was a 
bad day in the Supreme Court for the United States 
Government . It lost on al l counts . 

Mr . Walker. -He had nothing to report . 

Ur . Knox . - He had ~othing to report except he 
commented on the fact that the Navy was becoming quite 
a oond salesman for the Treasury . He said that every 
time a ehip is sunk which is named after a State or a 
city , he needles the local authorities t o get them to 
put on a drive to buy bonds for the purpose of buying 
Rnotner ship by that name . He said it was really 
working quite well througnout the <:Ountry . 

Mr . Ickes . - He spoke about the question of 
deferments in the Government Service . The President 
said he had pl aced it in the hands of Mr . McReynolds 
and told him to be hardbo i l ed about it , and he assumed 
that was the trouble . He said there was an execut ive 
order in process , which had been placed on his desk 
only yesterday , and he had not had a chance to r ead it 
out he thought that it would help some . 
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Mr . Wickard . - He had two matters. One was 
~he drive on by "Cotton Ed" Smith to give free ~tarden 
seeds to every one . There was some discussion as to 
now to Btop it . Byrnes thought it would not get throup;h 
as some of the newer members of Conp;ress would probably 
oppose it as a bad preceden t . The second was a move 
in ConP.ress to take all cQntrol of co tton planting out 
of the AAA program and he thoup;ht possibly one way to 
re li eve the pressure was to increase the allotment 
acreage by about 10%. Byrnes said he would like to talk 
to the Secr et ary about it and then the two of them could 
cet together with some of the oeople on the Hi ll to 
discuss it to see if there was not e better way . 

Ur. Jones . - He r eoorted on the matter of 
Inventori es . He sai d they were declin ing rather fas t 
ana t hought t hey had gone down about $1 nillion in the 
l n.s t four or five months . 

Miss Perkins. - She spoke about absenteeism in 
indu stry . 

Mr . McNutt . - He said that he would like it 
understood that when various members of the Administration 
were asked to testify on the Nat ional Servi ce Act they 
should present a united fron t. The President said he 
thought an executive order would be out on this in the 
next week and he would prefer that no one discuss the 
size of the Army or selective service during that per iod . 
He suggested to Jimmie By rnes that he undertake to 
secure a postponement of the hear ings on the National 
Service Act which were scheduled fo r Tuesday of next 
week. 

There was a great deal of discussion regarding 
deferments under the llationA.l Service Act , fo r farm 
laborers in particula.r a.nd skilled helpers in industry. 
The Pr esident tnougnt that possibly we could give t hose 
oeop l e a butt on and a special cn.rd t o indicate they 
were doing the kind of war work their Government had 
R.sked them to do . Patterson objected and said that he 
did not think the Army could control it and he would 
not like to leave tne impression thRt tnese peool e were 
actually in the Army. He did not think it would do • 

.. 
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General Fleming and Ur . Landis had nothing . 

Mr . Blandford , - He discussed tne housing problem 
and indicated tnat t ney might want to spend as much as 
$1 bi l lion next year in housing . 

l!r . Byrnes and Mr . Nelson hft.d nothing. 
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WASHINGTON 

March 2, l9J.J. 

!AEilORANDill! FOR 

li. M., JR. 

I wish you would work up 
two things for me. 

l. A memor andum showing 
the number or people with 
salaries over ' 67,000 a year 
who will be exempted by the 
amendment to the debt limit 
bill, followed by a list ot· 
the ten lar gest salaried 
people based on last year's 
income tax r eport, showing 
the amount saved by them 
ind 1 vidually. 

2. Start getting data 
on the Ruml Plan to show 
how 1t would affect: 

(c) 

The income groups. 
The hundred largest 
taxpayer s. 
'the ten largest tax­
payers. 

No names, of course. 

F . D. R. 
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)larch 4, 1943· 

In Nlsponee to ;your ~at of l~rch 2nd, I aubait the following 
1n!on.ation1 

I . Salaries of ~7.000 and ovet' 

The nuni:ler of 1ndi't'idual inoo1111 tax retume tUed for 1941 re­
porting saluies and ,...gee of $67,000 and o ... r totalled 2,~. 

The total nuni:ler estU.ted for 1942.1s 2,500. 

TheN~ t ollon a Ust of the ten (elnen oo a .,.,_.mty property 
bu!J) indi't'idual.a reporting the largest salaries tor 1941 w1 th re­
lated incom and tax data. '!he selaries represent the total ...,.,.,t 
reported u salaries am other co..,.naation tor personal aernees 
fro• all sources during the year. 

Salaries 
and other Net 

Ta.xpoyer COqleNIS- Total Net Inco1111 income 
tion for ineOIDII ineo• tax after 

personal tax 
nervicee 

SWebU1ua , 
carl o. & 
R\llda $628,839 $897,920 $893, 593 $650, 389 $243,204 

Graeo ,z.o. 522,537 S44,390 336,953 222,051 114,902 

Wateon, T.J. 517,221 572,741> 476,r:Jl9 )29,666 141>,363 
Owsley,J.c . 486,244 488,219 480,535 3.)0,290 150,245' 
Hew loy , J . B, Jr .448,000 Sl2,9Cf7 496,922 317, 339 179, 583 
'lioolaan,c .s. 442,142 447,353 445,776 304,667 141,109 

Countwa;r ,F ,A, 439,813 500, 132 471,915 3)2,310 139,605 

Kabn,Albert 431,935 70'7, 558 679/174 486 ,936 192,138 

Scbenek,N.~. 358, 203 401,065 352,912 258 ,244 94,668 

~yor,L.!I. 1/ 352, 213 2$6,895 202, 406 1.)0,174 72, 23) 

l•yer , 12S.022 68.630 
l!arpret l/ 3S2 ,213 25.2.419 193.65.2 

1/ These retume tiled on a o..-mity property basis • 
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II. Effect of Rual Plan 

a. All Inco~~e GroUP" · 

The total eetU.ted 8m)Uilt of inco!IO taxee to be reported by 
i ndividual• on 1942 incomes ia $9,815",000, 000, Ul'lder the origil'lal 
Rwnl Plan, th1e repreeent a the amount to be canceled in order to 
pleoe all taxpeyere on a pey-ao-you-go beeie . 

The d1atribut1oo by net inco• clt.aeea ia u follows• 

Table 1. Eati.J:e.ted DUIIber of taxpeyere , net inca., 
and taxes for 1942, by net incOM oleaaee; also per 
cent of taxes to net inca. and &"rage tax 

N\DII)er of l!et Inc._ Percent of Aftraga 

Net incom tex"pllpra inc c.- tax incoa tax tax per 

cleaeea (in thou.a- (In adlliOIIII to net t.axpeyer 

aroda} of dollera} income 

Under $1,000 9 ,.385 $ 7 , 518 $ .318 4.2.3 $ .3.3.88 

~1,000 - 2 ,000 17,36.3 25,802 2,170 8.41 124.98 

'\2,000 - 3,000 6,887 16, 564 1,176 7.10 170.76 

~3 ,000 - 4,000 2,697 9 , .349 927 9.92 )4) .72 

84,000 - 5,000 1 ,176 5,252 645 12.28 548.47 

~5,000 - 10,000 94.3 6,178 1 ,024 16.57 1,085.90 

&10,000 - 25 ,000 299 4,369 1,19.3 27.)1 3 ,989.97 

t\25,000 - 100,000 75 3,051 1, 470 48.18 19,600.00 

!Uoo,ooo - 200, 000 4 • .3 568 m &:}.89 92,)25. 54 

$WO,OOO - 500,000 1 .2 345 275 79.71 229,166.67 

$500, 000 - 1,000,000 ,2 147 126 85.71 6)0,000.00 

$1,0001000 end oYer . o6 99 ___ji 94.9S l . 566.666.61, 

Total .38,8;}1. 5 $79, 242 $9,815 12.39 $ 252.76 

{Sourct~ Dirlaioo of Reaaerch end Stat..Utiea) 
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Table 2. ~t of taxes to be canceled at eelected lenla 
of oet inco•· 

Uorriecl persone - No c1eperd.nte 

~et inCO"" 
AmoUnt of percent of Net income 

beCore personal tax at 19~ tax to attar tax 

exemption rateel/ net inOo• 

~ 1,200 s $ 1,200 

1,300 13 1 .00 1,28'7 

1, 500 IJ3 3 .20 1,4~ 

2,000 140 7 .00 1 ,860 

2,500 232 9.27 2 ,268 

),000 324 10. 90 2,676 

4,000 532 lJ, )O 3,468 

5,000 746 14.91 4,254 

10,000 2 , 152 21.52 7 ,848 

15,000 4 ,052 27.01 10,9/J3 

20,000 6,4~ )2.26 l),SIJJ 

25,000 9 , 220 )6.87 15,790 

50,000 25,328 so.66 24,672 

100,000 64,o60 64.o6 ) 5,940 

5()0,000 414,000 82.90 86,000 

1,000,000 854,000 85.40 146,000 

s,ooo,ooo 4 ,374,000 S?.IJJ 626,000 

flltoludoa Victory Tax. Rates baaed on 1942 Revenue Aot , 
11111111111 Dl'x1••• eamed inco!llll ere<lit anc1 no net 1ong-tem 
gl.i.ne . 

b. The 100 largeet t.upayera . 

There follon a Uat of tbe 100 taxpayere who reported the 
largeet net inO.-e f or 1941• (Retlln>8 for 1942 haft not aa yet 
been reeehed eo 1 t 1e not poasible to eat forth the 100 largeSt 

baaed on 1942 1nco1111 . ) 

• 
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I ~ 
f!et ~neo,. u re!!!!rted 

19g 12{.0 

Rocko!oller, John D. Jr. 15,280,923 i3, '789 ,204 

Dillon, C].aronoo 5 ,238,~ 129,019 

J!ichardaOn, $ . W. 3,948,794 too a 264,498 

Float, Reuben H. 3,0?8,047 291,013 

u.u on, Richud K. 3 ,861,678 4,069,1?8 

llellon, Paul 3,73?, 023 5,0?4,832 

Scaife 1 Strah lwllon 3,420,855 4,021,264 

!!artfor<l, Oeorge L. 2, ?30,0?6 3,140,642 

Bruce, Ailea llellon 2,661,148 2,0?4,634 

Ford, Edaol B. 2 ,408,556 3,483,889 

Chaplin, Charles 2 ,354, 277 lbier 100,000 

PalJoer' Ed&&r 
2,20?,248 1, 883,406 

~. Jereaiab & Katherine s. 2,194,144 2U,628 

Dorta. Arthur ' . 
2,193,030 2,0S4,?65 

!!art! oro, John A, 2 ,106,390 2,819,498 

Reil.J.J' 1 111nn1e Hartford 2 ,039,313 3,029,144 

duPont, r..aoont 1,873,444 1,805,384 

duFont, Jessie Ball 1,755,683 1,?85,2?9 

lloble, ~ J , 1,6ll,624 209,380 

duPont , ITilliu Jr. 1, 522,022 1,458, 160 

E.rnat, A. C. 1 ,496,175 1,304,815 

llott, Charles S, 1,468,666 1,623,670 

Dorrance, Ethel ld. 1, 463,022 2,152,426 

Cannon, James H. 1,462,627 339,754 

~arknoas, ldary s, 1, 452 ,668 1, 596,543 

Foro, Hon'7 1,445,07? 2,933, 531 

duPont , I renee 1,394,246 1,702,128 

Zelcer, Felix l'fill.14m 1, 332,909 ll7,24? 

l'irllndA,Ignatl.ua J , 1 ,322,853 122,?57 

L'iranda . Al!red J •• Jr. 1,320,944 126,632 

Biddle, l:al')' Duke 1, 310, 351 1,310, 094 

Feroad, Oregof'1 1,304,360 lbior 100,000 

Clark , R. Sterling 1, 273 ,210 1, 101,090 

Oliphant, A, Q , 1 ,241,687 lbier 100,000 

Blaine, Anite llCCoraick 1,235 ,ll3 l,o46,439 

l'urpily, Wolter p, 1,204, 395 950,436 

sennett, 111llo 1, 174,715 U8, S82 

Coe, iT. R. 1,17),862 1,244,800 

Copeland, r..->t duPont 1,158,904 1, 109,660 

Roberteon, !.larie H. 1,155, 794 1 ,357,449 

Carpenter 1 R. R, 11, 1 ,145,770 1,125,524 

Harttoro , oeorge H. 2nd. 1,144,924 1, 432,434 

l!ondelaaohn, Evelyn Do 1,136,365 1,138,971 

'Wood, Garfield A, l , ll5,949 Under 100,000 

llh1 tner, Helen Hay 1,102,383 1,079,321 

IJointoab, Josepbihe H. 1 ,089 ,042 1,)01,990 
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scott, ' arion duPont 
Sloan, Allred D., Jr. 
payson, Joan 11. 
duPont, A. t'elix 
Grt.11t 1 Williu T. 
Kre.S 1 S&nllOl H. 
Lupton' cartter 
Kearney , Klla 1.1. 
duPont , Henry B. 
Donahue , Jeoeie w. 
SChaefer, Rudolph J . and lucia 1!. 
SChaefer , Frederick, ~. B. 
Sloan, Irene Jacko on 
duPont, Eugene 
31n&haJII, Harry Pqne 
Sl:dth, Alexander 
J.!ooero , Clif!ord 
O'Connor, Thoms 
Dlvieo , ll&rjorie Post 
Butterworth, J(atherine Deere 
Sl!ebili\18 , Carl o. and llul.da 
~idener, Jooeph E. 
Bard, Francis N. 
'lfrigley, Philip K. 
Harkness, Edith Hale 
!!1'01t110 Dcnaldeon 
Dego}3tr , Everette Lee 
Degolyer, lire. Nell V. 
Dcuglae, Barclay tt. and Joeephine H. 
Unk, B<hdn A. 
Adam, George A. 
Lilly, Josiah Urbf 
Jackson, John De:r 
Pitcairn,~ 
Lloore, l'.dftrd s. 
'lloodrutt, Robert W. 
Thatcher, ~llhlon D. 
Rawleigb, 'II. T. 
Sharp, H, Rodney 
Kenan, Sarah o. 
Rookefeller , !Are, Abb)' Aldrioh 
llcCormiok, Sttnle:r 
Stokoe, E. Jl. 
Cro~~~~~ell, Dcrie Duke 
llart1n, Glenn L. 

Net l,ne.- u reported 

1941 
&1,087 ' 706 
1,074,25) 
l,o61,404 
1, 056,207 

987 ,626 
985,129 
981, 005 
9?2 ,637 
969,350 
965,015 
960, 525 
9~,)?6 
948,448 
945 ,461 
940,811 
936,857 
912,482 
909 ,394 
906 ,!139 
908 ,211 
893, 593 
8'/9,499 
878, 409 
8?8,767 
8?6,788 
872, 55) 
868,712 
868,712 
865 ,642 
849,9'76 
829,471 
827, )5) 
81), 994 
810,8)2 
805,680 
804,276 
80),601 
800,026 
790,779 
78?,604 
786, )08 
785, 564 
78) ,811 
781,813 
779,4?6 

1940 
61,025,286 
1,172,)45 

)57 ,543 
8?5,502 

1,246,739 
1,657,698 

645,054 
246,906 
953,829 

1,260,7)4 
672,878 
616,211 
996,809 
fln,475 
9)0,782 
16),021 

Under 100,000 
826,945 
851,741 
584, 471 

Under 100,000 
1, 475 ,478 

62),7)5 
860,257 
?63,455 
918,18) 

Under 100,000 
Under 100,000 

1,126, 001 
2)6,207 
)97, )70 
818,883 
?67, 878 
7o6,0Sl 
)71,272 
?6),187 
269,247 
534,490 

1,007, 8?6 
)61,062 
616,440 
464,400 
)81,877 
690,665 
5)),852 
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Moore, F.. H. 
IN!IIn, l!el.ker P. 
Prentice, l!ro • .Uta Rockefeller 
eumctt, Core. Tl.lllken 
Shoenberg, Sydney ll. 
Ull7, Eli 
Gug&enheilll, I.eonie 
uoorio, 1.11.guel Joee, Esq . 
Kenan, lf1.ll1.a.8 R., Jr. 

1941 

m ,rn.7 
774,600 
768,689 
767,576 
759,255 
757,886 
75),423 
744, 601 
741,987 

Net 1ncocoe u reported 

Under 

1940 

100, 000 
772,073 
726,204 
687, 694 
773,189 
75?,626 
719,416 
?89,699 
')rn., l21 
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c . The 10 largest tup&Yers 

'nlere t clloTS a list of the 10 ~-ers ..no reportect the J.arcoot net 1noo:'l8 !or l9l.l, sho1d.n;; net 
inco ... !or ouch year in cooparieon with net inca::a !or t..>,e rears l 9J6 thrcug)\ 1940. 

The tax wl'ieh 110uld heve beet. canceled for these taxpayers !or 1942 1! t hei r incoces for this reo.r 

equalled that !or 194l is as follows: 

Name 

Rockefeller, 
John D. , Jr. 

Dillon, Clarence 

Richardson, s. 'f. 

neet, R. a. 

llellon, Richerd 11:. 
llellon, Paul 
Scaife, Sarah l:ellon 
Hartford, Oeorge L. 
Bruce , lllaa llellon 
Ford, Edaal B. 

19J6 1937 

t&x which 
Not income reported for ;10uld be 

1938 1939 1940 l 94l 
canceled RemaininB 
under Ruml liabllity 
Plan 1/ 

$2,572,176 56,985,052 $3, 524,972 $2, 724,884 $) , 789,204 $5,280,92) $5, 478,958 None 
Unner Under 
100,000 131,577 100,000 176,310 129,010 5, 238,057 No~ $2,622,3Sl 

Under UDder Under Onder Lose-
100,000 100,000 100,000 100,000 

Under 
264,498 3,948, '794 No""* 2,259,l'D. 

:l/9,1!21 171, 590 191,167 100,000 291,013 3, 8?8,047 1 ,771• 1,933,719 
3, ?95,C170 99),210 1, 861,150 3,66o,641 4,069,178 3, 261, 678 4,074, 374 !:one 
2,082,1)) 2,431,457 1,326, 571 2,973,951 5,074, 832 3,737,023 2, 664,029 346, 557 
3,71?,76) 953,461 1,197,901 3,618, 28) 4,021,264 ) ,420, 855 3,670, '791 None 
2, 849,225 2,533,086 1,710,156 2,925, 205 3,140,642 2, 730,076 2,376, 46? None 
1,594, 846 2,438, )28 866,168 ),309,152 2,074,634 2,661, 148 1,917, 244 226,)21 
) , 824, 064 1, 388,05) 93,349 1,428,178 ) , 483 ,889 2,408, 556 2, 089, 407 2,(8() 

lf Capital gain and l ose provioion, peroooal exemption, credit !or dependents, and r11tea of 1942 Reve111le 
.Let applied to l94l inco.., . 

• No cancellation in these cases because preetically ell of the income in l 94l r&31.ll ted from capital 
gaina. Under this lUuol. Plan there 1o no forgiveness of capital cains . .. N 

CD 
w 
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COi"fllO __ _ 

. ... ."9t; ,....c.;L.r 
, , _.,..rwL 

Int'orr4.tlon reeelved up to 7 1 · • · Ml rei\ 4th, 194) . 

1 •.• ;.v .. ~. 
tiQhftl~l II V.. I.X. . 2n<! . ? ShitMt l.n convoy orrlved ot'f 

ArchP\1\I'Vl o 

IAt!Dlfi..R.fV..,t.t .• . Ono of K.H. Sutn~.rtnto hnu eun'K 3 ohi,~& 

11c; l Ot.ll\11 CJ' rt,., 

&• •• a .. ll .. lh. 

ro .. J ... tA. llort.hGm tt.Jc'.or. lnd. Contlnuod JINDI\Ire w:.s 

ner•.td on Mcy torth of f':~ • :Kt ~t. or OUr..u S&,.UJ, .. tkliR (2~ allu Borth or 

s...;;.) ~h•u O'.&r art.1Uorf offcct.ec! c:«~sldorr.ble dJ\Jio. ~· \.0 eno.u- poalt..ions. 

Ceno:.n.l Soct..o.t. 2:n.c . Let'<rflnt, eloWf:\Onta ot UUed Forces 

RUS.,~U . Ru:Julw1s h.. ve c -· pt..tlr¥1 RZH~V . Hort.h .. wuut. nd Soul. 

wc;st. of Ot.:..l.. t'Urthor nt.'t.cekn Mda by Ruaainna who h va l'!loO t.l\kon LGOV .md 

0 ,IfA.fiV-L.OOV:JAV 1,0 miloo l'<ISt. ll.lld. SO oU.;rs Nort.h .. tJ,;.,!.J l. ot' KUnt:l~ roa!lcctivcly . 

J, I lK or •• uoos. 
l'r:Sf J Jl rr.o:~r . )rd. .~oD(luU.os succ•urull.y bottbed K:., .St:4 

~~d Fi~ht. .rs 1\l\..bciCK \I'OeQ¥ t.r..._n~;,grt. U"'d oUlttr Y t"'jii:/JU ln .~QRfr...:-."1 FltA.iC.:. r_nd 

?;.!.Gil"'!. )/L~. Alrcr· rt. •o~ de:sJ)I\t.chec. - h,.'.;JJllf.C Ll? (10 allllnc) RIJKR ~­

C'\-•'lJ!:ln, 26 (? nlat.1n() Lo..fleU 5 , lnt.Nden J.. •• th~r ov r w.;.:.suRG bOOd 

'\.-..! l.oab1ng f lrl,y voll Cr)nC«at.r ted . 'tl-'"0 eru-,1 n:J.dJi Uf C:h tboUt. jO 1\lrctc.ft. 

o.- ~~..o· ar' • ) eno:y alr<:r "t dost.royed, ono cltuM&od• BocblnO scat.f..tred 

ov.n- L0 •CO~o e.n.d I:...Si l.J CVi.lroft.!....t, cL;;.;: t{8 sllcht . Caaunlt.lol bt bccb ~tbout. 50 

hut. furU, ·r he1 Y!J ca.o~'l tioc cau:;.xl by t»ntc tn ont.rr.nce t.o I· Oh~~tlt.11r . 

ru.Hbi.A . let . tinCtm.)' t..."'..nh: , u . r. n n rroOJlD 1n Bt.:Ji.. and 

t..r .. Jk crt~~o r. t 1.. cic..~d by .1. •• oodium Bo•hora a n.-cl ?8 P'l! :lt.Ort~. P.A1lbr. 'J brldgo 20 

1ilu: ,;or t.n or 3f·X d•,llt.roycli b·1 15 escort.()(! u.S. Ua.r ·uc4ora ( 3 . 26). i.tluc,y 

fL.~trt.N .... - . bt. ..n· t:lr-ht l"t./~ . U S t.onl boo'bs dro,r,.oo.'d 

on P...!...:..\.'0 t,ll•llln;t.orl• .nd o-..corwd u .... . f<'rt..rea:.o• (3.17) . On•:.. rg"' .nd 

.uvtr l a ... ·llllhlpe hl:.. aU . 13 tOtut dropN on 11 ft'Lt~ bJIJ .• Llt...r-.t.or 3 

t .U). Jl...flf/ C:~\1 ltba J , ~ . 1 • • "'t"l!ilnrt.ona cr~rt:\AI. 
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NOf TO Bll R£-TilANSI!IffED 

COPY NO. 
/~ 

( 

roUowlnc 11 suppleaent.a.ry resuae ot oper.U.onal nont.e covering the 

,.r!od 2Stll P'obnMU'l' 1.0 4U> llarcl>, 194). 

I. ''V,\1, 

Orut or H.M. SUt:Mrines newly cocplet.td it on!'oodue troa exerdaes 1n 
ior:.• uuro and 11 pre1U&ed loat . 'the a.n:ed raider .recent.ly at.t.ac.lted by R.l.P. 
"- O:J~lRK ••• located ott CUXHAVDi on 28th. A t1orwe11an 1h1p attapting to 
rtaeh IJ ,IL rro. S®t.htm NOAI.f •aa bccabecl and 1\lflk in tho tiORlli Si:A. A convoy 
of 22 ahipe which •rrlved North RUSSIA durins Ule week f!fl,l t.w-1ce \lnaucceaaCUll,y 
1 t.t.aclctd b)' ent'Q,)' aircrntt.. 

• 

frPUF:RJWI£AN. Reports received duri ng week or 6 ah1pa sunk and 1 
hl t. t.n t.dd1t.1on t.o ecw.ll craft Gunk by H.U. SuMarinoa. 1'ho 3 Littor1o claoa I 
B!l t.tleohipa tv~vo been seen a t SPZZIA whore 2 dt\Jnagod Cruheras a.ro r opo.1r1ng. 
l • .dD t.r-afftc t.o ru~nSIA 1ncroaood considerably on provloue wotk but. .. umted 1 
rtgureo FebNilrf tthO'C" u.rked decline on Jnnua.ry and Docomt.r. • 

;,yBMARING WWARE. Lne~ strength rou.i.nJ concentrat.ed ln tbe AfJ..AN .. 
:Jc \here oat.lot.t.od ebout. llO U- bo3ts oper11t-ing 1101t.ly ln ltort.h, but. rcrlval of 
&.c:t.hlt.t in ot-her areas, e.g. ag&.1ns t. RUSSU and Nort.h Africa convoya haa devol­
o(Ad. 28 at.t.ackl on U-boat.s by &hips and l? bJ aircraft, 7 considered proaist.n.,• • 

SH!i'f!NG CASUALTIES. During the week :r7t.h Fobn>ary t.o )UI ll&reh 1.•­
e1WJhe, 2) ahipe reportAd. torpedoed. 1 U.S., l Dutch "nd 2 .ore Jrit.bh tankers 
r.mk ln convoy aout.h of IIADtiP.A oent.t.onec! laat. week. J. OutA:h abip torpedoed 1n 
:rort.h AU&.ntlc COftYO)' reported laat week, but r.aehocl pori.. l u .~. atld 1 ENt.ch 
tthl p overdue !"\"'Oa t.he aam• coovot. 2 U.S. shipa t.orpedood Mit. or CJ.'P£ FAB£iJll... 
1 SpMlsh and 2 U.S. ships aun.< orr BRAZIL. 1 Britiah t.nnkor and l u .s . ship in 
n convoy Z.tl. £. ot _.LOllP.S torpedoed and t..owod t..o port. 1 0.~. ab1p, l Dutch 
Wlkor And S Brltioh ohip3 torpOdood in the DORIWt arM. 11\o Dutch tankor 
reached port.. 1 U.S. uhip wna tor pedoed near SUVA but f't!"cho<l port. 1 Brlt.ish 
ahip ln 1!1 convoy to LntE BAY sunk by an E-boat.. A llot"Weein.n ship duaaed by m.1ne 
orr Bll!D~OlG'!ON woo l.<lken in t.o~ . A Belgian allip mlnod orr Bali\Y HEAD. A Belgian 
t.rawler dwn..'\aed b¥ air attack orr t he i'fOLF ROCX, but rouchtd port.. 1 Britbh, 1 
Psn!J.rtania.n unc.l 2 Ruseinn ehipe dnmaged by air a.tt.ack ln llort.h Russian wtt.t.oro. 
1 ~lr•l\n 11hip ovordua . 

TMDt:. laport.s in convoy int.o U.K. week endlns 27th, 594,000 tons, 
ineludlng 2)4,000 oll. 

- . ~!LI!Af!( 

.._ICHfH Af9! . Act.1vity confined to pat.rollinc oxcept. tor Ua1t.cd. 
enc1 auacka 1n Noru. .-bleb a.a not pressed. on aout..hem flank our &J'DC)W'ed. 
pst:ob ~re,... activo bet.•een KAODADA and !Ri:DDA.CH.t. Cone ... l !Mltre• a torees 
,.us.hin.c nort.hwvd t.o the .. at of FOU1l •utAHOOilit reached KS.AA 1\HIL..U:Ii. (20 alle-s 
~th ot BIR SOLfAUL). Contact. vas llaU.ed to •klralehea rith erlC!'Ill IIJW)Ul"eei 

c:ara. WUnt<tn!lnce )1011 Uon prog~::slns tavou:rably. 

FIASI ARj.tX. Starting co 26t.b eneay lau."lchod nrlto or at.t.ack.a ap.insto 
Er1t.bh poat.tlona in northet'11 cect.or, all Uleae e.tt.a.ck• wcceaaf'ul.l.t bold except 
ror aomt Jround yielded at. S£0JflfAME. HNvy casualtiea intllcted on cn01:13. A.tt.cr 
abandonin~ KASSI:lUJ12 PASS and ss.:.nu. enei'A,Y w1U\dnwal contlnuerl, our forces #d­
vo.nclnc slowly olao.rlnc minefitlds aa they BO · B,y 6th 0\ll' ti'IIOur ed po,t.role had 
reac:hed SlOI BOUZlD ~rea. 

FAR SiASI· JJURI.IA. No cb4nge i!AYU P!ll l!ISULA or RATK~OAUIIG. Ki\LADAJI 
.are.a now occup1od by soce soo JapanosG 1Uto1y t.o operat.t ttidntt. our for ces nortb 
and Iouth ot t.ot!TI. In Upper BIJPJL\ 3 Jape.noae columna are aovins nort.h from 
UllfKYt"A to auppreta Cuorilln ac~ivitiea or our Kachyn Loviee ~o aro withdr~wins 
on ~UP~RAI!UM, 

), AIR OPiJI.\t!otlS 

\,£Sr.:~..• f!!O!It. Ooy. 62 u .s. hoo")' -boro oL .. ckod BR:.Sf ~u &lid 
26 'entura• U\o ralder 1n DUMUPJI: doclca. Mo,quttoa Dade 1. etf.at.1•• 1cnr level 
raids oo •r lndualrtoa 1n en-., occupiod t.errU.ory. ttit,t.t.. L MJor ope:rat.iona • 
.,r. dALlRt.,vert h .. .,, l;r'tat doq,atat.ion 1a1.own and doclc1. WJ.Ifl..IIOIC. euec-e-s.s­
f"ul att.c.ck ao tar on tbia objeeLlvo. fWIEURCi, hoavt buL ut.nt ot aucees:~ do\lbtt'Ul. 
t:SSclt , 1\eavt and •ueceut'\ll t.t.taclt. Bocber eo-and now 1940 eort.los, ~~ aircrart. 
alaslna. 6)6 '" a1nee Wcl b:Y :94 a..lrcratt, ? aielln&· Ou.rtnc FebN&t'f, R.!.F. 
aircrarc. of Boabor Coc.and droppocl 10,957 t.ona ot 'oocba ... 6,')?L t.onl on G£R:IA.NI 
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o.nd lfAL! , •.nd 4, SSJ on en8Q1 occupied terri torr, •1111¥ I'RAIICE. This t.ot.U exeud.a 
b/ abollt 1,150 t.ona Ute esti=ted •aight dropped on the U.X. in Septo3ber, 1940. 
ret.al (IJ enftl)' sircraft att01:1pted attock LOIIDOO ao repriae.l for our raid on Bt'7tLIII. 

3 •• ,.. dutroyed . Boabing was very ocattel"ed o•er !:&atom CounUea and LOIIDOO sroa. 
D'"""' aUsht . · 

loiSPlf?!!JW!t.AN . Our air offensive inereaaed, eopeoiell.V in TUJIISIA, on 
<l>Y 772 sorties wore flown of which 521 woro by &irorllft baaed. in f'REliCH IIORrH 

• U.S. ho'\vy bombers me.~a ' many hoavr attocka on enOl!!)' ports and llirfiolds . 
aircraft sank or doatroyod 6 ships in convoy ott BIZiRTA, so t l on fire north 

SICILY, hit oevoral ships in PALERMO Harbour and torpedoed and set on t iro 7, 000 
ship off PALERHO . SARDINIA - heo.vy attock• on CAGLIARI and tl.MAS. SICILY -

nttscko on PALERMO and other atwcka on MESSINA, COI!lSO air field and 
C.lli~l.lliLJl Jl0118r ototion. CYRACOSE power station and seaplane bnse attacked -qy 

boolbnra and NAPLFS twice bombed by Liberators . In all these opel'!l.tiono we 
2 aircraft. 

G::liERAL. or tho Ge""""' operational oi.r forco now ""8aged on the Russian, 
"""'"'"' wropoM and. lled.iterranean tronta, a bout ~ is in Wostem ~po Nld 25~ 

tho IIEDITERRIJilAN. rhus Bri tisb and 0. S. Air Forces aro now contoining ovor halt 
the Cenw> Air Foree. In ad~ition tho whole of Ute Italian ilr Force, though of 

fishtin& vnluo than tho German, 1a also bdng oncngld . 

Bt:RLIN . t.ttaek 1st/2nd. PhoLogrnpho )rd. l'rolim1nary OX$.1111nation 
about. 20 nor oa or railway ?lorkshops destroyed nL r:liPLiliiOF, dalll!lg& at n~nr.''""'" 

C~:.UTZ. 1/0RKS, many indus trial buildings dos troyed or dW118.ged and oomo 
1U<UnJ!S Still bu;ning. 

LIILAN. RcnoYial of pnnic se...,as and further evacuation caused t emporary 
on eart:D:i'ii""nuburbnn linus. Official caaualtioa /,50 killed . .Fopulation die­

that. much advertised Germnn t .. A. baa in no qy reduced R.A.I'. attacks. 

llUNXIIIJ(. Photographs show .) oil st.orsao tanks d~atro)'ed and J d.al:laged 
rueent attscka . 

!1011;; SECURITY 

0111¥ serious incident was at Bothnal Croon Tuba Sbolter . llo bod>s fell 
vicinity. Shelter holds 5,000, """ open and onl¥ hc.lf full at tiJDo of accident . 
fatsl and 60 serious casualties. Eat.iuted c1v1liun oosualties week .mding 
-Killed 25 , seriously wounded lB . 

I 
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1.1111 UALY , 11J1d 4, 583 on en""'Y occupied t..rrit.ory, IIOinl.y PIIAIICE. Tb.ia t.otal excoede 
b/ aboUt l , lSO tons t.ho eeticat..d .. eight dropped on t.ho U.K . in Septe:aber, 191.0. 
rou.l f:1J ..,_, aircraft attecpted attock LOilDON ss roprh&l for our raid on Bf"JU.Ill. 
) <ero deetroyed . Borlbing was very scattered o.,.r l:aetom Counties and WIIDOO aroa. 
I)>'Dt.CO slight · 

l~iJl!Ti:f!I!Nit.AJI . Our air offonaiva increoned, especially in TUIIISIA, on 
onJ d•Y 772 sorties woro nown of "hich 521 .. oro by aircraft based in PRaiCH IIORrH 
AFRICA . U. S. ho'\vy bombers llltlqu '1:14n1 hoavy attacks on enemy porto and airfiolds. 
our oirerort snnk or destroyed 6 shipe in convoy ott BIZ!RTA, so t 1 on fire nort.h 
of S£CIL~, hit sevdral ships in PALERIIO Harbour and torpedoed and set on f1ro 7,000 
t.on ship orr PALERMO . SARDINIA - henvy attacko on CAGLIARI and i:L!IAS . SICILY -
2 boavy nttacks on PALE.RMO and ot.her ntt4oke on IIES3INA, COIIISO airfield and 
C.ISSS.BILl! power station. CYRACOSE ponur atation and seaplane bose att4cked ~ 
fight•r bocobero a.•d NAPLES twice bombed by Liborat.ors. In all t.hese operations we 
loot 2 a.lrcraft. 

G.::IIERAL. Of tho Gel"l:ltin operational cir forco now " ngaged on t.he Ruasien, 
lloatom l:Urepean and lleditarranean tront.s , a bout ~ h in Western rurope lind 25~ 
in t.ho IIZDlTERJWIUN . rhus British and U.S. Air Forces are now containing over balf 
or t.ho Cenaan Air l'orce. In ad<'ition t.he llholo of t.he I talian A!.r Force, though of 
l.,..r fl.sMtns value t.han the Gol"l:ltin, is also bding onge.g>d. 

~. EXTRACfS f'ROIA PHOI"OCRAPIIIC AND OHELLIC<llCE l@'QIITS Oll RESULTS Of' AIR A"l'rACXS ON 
t:lflol{ TLRIUTORr Ill WROPE. 

~· htt~ck 1st/2nd. Photogrnpho )rd. Pr~liminary examination 
shoVIS abeut 20 ncros of rdil'l!ay florkchopo doatroyod nt fdlPLI!:IIOF, damago at XL<lCI(IItil\

1 HUUBOLDr DoU•rz I:ORKS, lllilllf industrial buildings clostroyod or damaged and soma 
buUdingo a till blJTning. 

MILAN. Ronowal of pnnic ae.m•u and turthor evacuation caused to11porary 
chaoo on c•r~ouburben linea . Offici&l caautlltioe 1.50 killed . .Population dis­
pirHod t.hat much advertised Gcr!llllD t .• A. boa in no....., reduced R.A.F. attacke. 

OOllX l!i!l. Pbot.ograpbs show ) oil atorage tanka cluat.royecl and 3 cla.uged 
in rue en t at tacks. 

~ • HO:U. SECQRlrY 

Only serious incident ""' at Botmal Grnen Tube Sholt.or. No bombo roll 
in vicinity. Shelt<>r holds 5,000, ,.118 open and only half full at time of accldont. 
178 fatal and 60 aerious casualties . Estimstocl civ111tln oasu&lties wook unding 
3rd -Killed 25 , soriously wounclod 18. 

I 
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ll.arcb 5, .L943 
9:30 a.m. 

GROUP 

Present: Mr. Bell 
Mr. Gaston 
Mr. Thompson 
Jtr . Graves 
llr. 1/hite 
Jir. Haas 
llr. O'Connell 
Jtr. Blough 
lilr. Sullivan 

H.M. JR: \ohat do you have this morning? 

MR. THOMPS<N: 
General Counsel . I 
this appointment . 

I have an appointment of an assis t ant 
think Mr. Paul spoke to you about 

MR. O'CONNELL: I understand ~r . Paul c.Leared this 
cue. 

H.II.JR: ibat elae? 

MR. THOMPSON: Kr. ~oolf baa been recommended as 
bead of the Intelligence Unit. He has been acting chief. 
You asked me for a memorandum on the ~ar Savings Budget . 
We had quite a cut there. The Budget Bureau cut ua two 
and a half million and the Appropriations Committee of the 
House out ua an additional million aix hundred thousand. 
That ie for next year 'a budget. We oan probably get by 
until next fall . We can aee where we stand then, and if 
neoeaaary go up there again . 
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H.M. JR: I would l ike to read thia (indicating memo­
randum entitled ~ar Savings Bond Budget, dated March 1,1943, 
from Yr. Thom~son) before I talk to Harold and you about it . 
That ia a Hutation, is it, in the biU of v.ar Savings? 

lilt. GRAVES : No. 
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MR. BELL: It is just an understanding. 

MR. GRAVES: You have a record of what happened, 
however. The cammfttee report which he regarded would 
be binding--

MR. RELL: I see. In other words you don't feel 
you could spend more there if you made sane shaves in 
the other part of the budget? 

lffi. GRAVES: I should think we should ask for a 
deficiency before we got very far down. 

llR. THQ.!PSOI-.: That ia all right. 

H.M.JR: I want you (Bell) to etay for a little 
~bile afterwards for a meeting with harold, Geor~e, 
and Robbins . They are caning in af t er this meet1ng. 
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Lffi . BELL : There is an Economic Stabilization meeting 
thi s morning at eleven. 

H.M. JR: I am not up to it. 

L!R. BELL: Do you went me to go? 

H • .M.JR: Somebody ought to go, but I don 't want to. 

llR. BELL : I would like to get out of it too. 

H.lo! . JR: Supposing nobody went - then what? 

~R. BELL: I don't think it lS terri bly important . 
There is a discussion this morning on the hational Food 
Program. 

MR. VffliTE: Yes, Na t ional Food . But I think the 
other program you really ought to o~nent on. lt is 
definitely a Treasury program. 

MR. BELL: I don't have to do it today . 
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H.M.JR: I think you (Bell) had better go. 

MR. BELL : The subcommittee of the ABA committee 
is in town today. I told them I would meet them at 
two-thirty. I don ' t know whether you want to see them 
or not. 

H.M.JR: Wno is on that committee? 

MR. BELL: Burgess, Fleming, Wig~ins, Steele, and . 
~ ed Brown . Ned Brown is sick, and he won't be here. 

H.U.JR: I don't think it is necessary. 

MR. BELL: I thought I would Just discuss i n general 
terms the next fi.nancing and get their ideas on it. 

I am still holding on my desk the question of the 
extension of the stabilization fund which you should 
discuss wi th White and me. 

H.M.JR: I would like to · talk to you . Do either 
of you have anything at four this afternoon? 

1!R. WHITE: I haven't. 

~!.R . BELL: I have an appointment, but I can postpone 
that . 

H.». JR: I will see Bell and ~bite at four o'clock. 

WR. ~HITE: I think the Legal Division should be in 
on that. 

H.M.JR: How is Paul's mother? 

MR. O'CONNELL: I haven't heard since yesterday. 
She was just the same - very low. I expected him back 

resterday, but he didn't come. That probably is an 
ndication that something has happened. 

H.M.JR: What else? 
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~Ut. BEll.: The only other thing I have is the Dt~bt 

sm. 
H.M.JR: Harold? 

Mk. GRAVES : I have nothing. 

MR. ~RITE: There ~as a meeting in London which got 
a good deal of publicity. The British Treasury held a 
meet i ng of the Allied financiers in which thefdiscussed 
the Monetary proposal. You will be hearing a great deal 
more about it . I have already been asked by several re­
porters about our participation. We have explained that 
we haven 't participated, but this is Merely a continua­
tion of a series of meetings. Apparently the British are 
going to push their proposal very hard. 

H.M. JR: Their proposal for what? 

MR. l,JtlTE': An international stabilization fund or 
clearing union. We have these !etters all ready, and 
there are twenty more to be signed. 

H.M.JR: Put them here on my desk. 

YR. ~HITE : I will send the others in when they come 
back from Berle. I will send in a copy of the letter 
which referred to--

H.Y.JR: ~bat does the lett er say? 

UR. ~HITE: It didn't say that he approved !he 
letter. It said t he list of countries was all r1ght, 
and t ha t they should be sent out such and such, so I 
think it is in answer to your letter, and his approval--

H. IA . JR: Suppose you bring it in at four o'clock. 
I can look at it then. 

MR. VtHITE: Would you want t o look at it before you 
sign i t? We would like to get it out this morning • 

• 
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H.M.JR: You can 't rush me , See that they are on 
my desk . After all, you expect instantaneous serTice 
here - how long has it gone on, a year? 

YR. V.l!ITE: Almost a year . 

MR. BELL : I t has been in the State Department for 
a mon th. 

H,U, JR: According to my new routine, you can't 
rush me. 

YR. i][TE : All right, we will wait. 

H.loi . JR: I am glad you are resigned to it an,yway. 

lffi. Mii TE: There are a couple of tbin~s about 
Nort h Africa that might interest you . One 1e that they 
are collecting all the yellow seal currency. and we are 
asking the French to give i t back to us - some forty 
odd mil l ion dollars of it . 

Secondly, there is a quest ion of how the expenses 
between the British and American forces in North Af rica 
shall be allocated, whether the .Americans !ball pay it 
all or whether the Brit ish - it waa settled tentatively 
in a meeting at »r. Ball's office two wee~a ago, and 
has now been r eexamined. 
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WR. BELL: I might t alk: a H ttle about it. I hann' t 
signed tha t yet, 

WR. W~ITE: 1ou haven' t signed it? 

MR. BELL: No. 

H.M. JR: What else? 

MR. ~ITE: There bas been a request for five 
million dollars worth of francs to be used for same 
purpose other t han imports, but the decision hasn't 
been made. It bas been suggested that if the Treasury 
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does buy them it will be to sell than right over again 
to the Anny, so it will be merely a transaction of that 
kind. 

There are a number of other things that aren't 
ioportant. 

H .~.JR: Is everything all right? 

What about this financial committee? 
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MR. ~HITE: You would be very amused at the develop­
ment. 

H .~ . JR : ~nat is it called? 

MR. WHITE: They call it the C~ittee of Combined 
Boards of CiTilian Affairs . This succeeds number one 
which I attended with Mr . Luxford yesterday, at .hich a 
lot of unimportant details were discussed, There were 
about thirt y men there, and after the meeting A~ . Finletter 
said he wanted to apeak to me about tDmething. He wanted 
to know if instead of haTing this new section two meet, 
which Feis had created - he wanted to know what was the 
usa of haTing this section two. He said, "There are 
practically the same members on both of them. Both 
c~i ttees are discussing the same thing. How about 
dropping section two and using one of tlie meetings we 
have here for section two?" The only one who doesn't 
attend this meeting i s General Carter. There is no 
reason for haTin~ a eeparate meeting for General Carter. 

H.M. JR: You took a deep breath? 

MR. WHITE: Yea, I took a deep breath and said that 
I didn 't like either committee\ and that I didn't understand 
why he hed asked me.' I said, This isn't rq brain child; 
this is y,our brain child. If you want to dispose ?f it, 
it is ~our affair. iby did you create i t in the f1rst 
place? I said "ti ow t'hat you han the Treasury in you 
want to abolish' it and discuss it here . I don't see the 
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need for it . You will have to take that up with Feia; 
I don •t like either coiiiDiittee , " so he is going to take it 
up with l'eis. 
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MR. BELL: Yesterday at Cabinet, Under Secretary Welles 
proposed to the President an execut i ve committee composed 
of Treasury, BE'II, and a number of others , t o pass on 
personnel, names, t ypes of oharaoters, and personnel 
needed in areas l ike North Africa. He said he understood 
Secretary Hu!l nad previously discussed it with the Presi­
dent. The .t'resident said, "I have never heard of it," 
and then Patterson got in. 

Patterson is becoming quite di sturbed because they 
have a roster of personne!, and they are working on an 
organization to control occu~ied areas . He said, "I don't 
want any overlapping. " So f1na1ly the President decided 
that all he woul d do would be to wri t e a letter to those 
agencies , tell ing them to get together and consider the 
matter and bring back a recommendation as to what should 
be done . I think it t ies into this whole committee that 
they have started. 

Lrn. WHITE: Inci dentally, I ·had a conversat i on with 
Fe is yesterday and asked him whether we should consider the 
discussion we had here in regard to the monetary problem. 
He said that after thinking it over, he is in complete 
agreement with us as to the kind of committees that ought 
to be had there. He doesn't know who is stopping it . 
Both he and Dean Acheson are in full agreement wi th us. 
This matter is just as confused as it ever was, except I 
think matters are being taken care of. 

H.M.JR: I t hink it ia being taken care of a little 
better. We are on that? 

MR. BELL: Yes, but the Finletter committee considers 
everything down to the finest detail{ and t here ought to 
be some - the point Barry is making s that there ought 
to be some policy committ ees up above t hat. There ought 
to be subcommittees to take care of details . 
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MR. WHITE: There are a thousand and one detaile 
that have to be considered, auoh things aa an oil tanker 
goinf f rom Tener ife t o Spain - what aball be on it. The 
prob .me of such detail - aa I aay, there were thirty 
men,, and each man had a little detail to add. It ie 
imposaibls to operate a committee on that basi s. The 
highest officer there was a captain, and the civilians 
were approximately the eame rank, eo you can imagine 
the level at which they are euppoeed to operat e. It 
is impossible for an over-all committee--

B.~.JR: Now, who represented the Treasury on the 
question of personnel to Africa? 

KR. BELL: Well we haven't been asked yet, but 
it wae provided in the Executive Order that the Treasury 
be represented. 

H.V. JR: Does that t ake care of you, Herry? 

MR. WHITE: Yea. 

H. l! .JR: George? Has Bell had a chance t o give you 
my message about these two men I want in? 

MR. H.US: No, a r. 

• I.!R. BELL: The Secretary would like to have Wood 
and Shields here Konday. 

B.K.JR: Konday, Tuesday, and Wednesday. 

MR. H.US: They were planning on coming down Tuesday 
a.nd Wednesday, but that can be arranged. 

H.M. JR: I want them a tull day ahead of the meeting 
with the Federal Reserve. I expect to devote ~onday, 
Tuesday, and as much of Wednesday u pouible--

MR. HAAS: I will call them. 

MR. BLOUGH : Jere Cooper baa baen ill, eo the 
subcommittee haa not met for several days, and I haven't .. 
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beard yet whether they are muting thh morning or not . 

H.M.JR: Should you be up there? 

MR. BLOUGH: If there is a meeting, I should be up 
there, but I don't t hink they wi~l moet, 

H.M.JR: What is the statue now of pay-as-you-earn? 

MR. BLOUGH: The committee has decided to have it 
drafted, and they have given out to the press a twenty­
percent withholding tax to ~n the first of July and to 
consolidat e the withholding of Victory Tax and t he first 
bracket, or basis, you migbt say, i nca.e tax in that 
twenty-percent withholding levy. That ia as far as they 
have gone. 

They are still struggling with the problsa of how 
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to handle the civilian employed professional men, and · 
so on, and they have not voted. I don't think they have 
reached any conclusion about what to do about forgiveness 
or cancellation, and so on. I rather imagine the Canadian 
action would stir things up a great deal . 

H.M.JR: What is that? 

lffi. I!LOOGB: The Canadians are only eight months 
behind and have decided to forgive the tax on earned income 
and on only three thousand dollars of investment. incaae 
and t o postpone until death a half year's tax on the . 
remainder of the investment income so that they have 10 

effect Rlalised their tax structure, except th.at the 
tax on unearned income will be postponed, but not forgiven. 

H,li. JR: Why don 1 t the)' instead of thia adding and 
subtracting of the Victor)' Tax just make it a flat pe:­
centage? It would make it ao much aimpler. I mean, lS 
there .a certain - they didn't feel· · 

l!.R. &.OUGHt They are trying not to tamper with the 
Victory Tax at this moment. There is a good deal of 
sentiment against it. It is almost impossible to use 
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the Victory Tax basis of aix hundred t wentr- four for 
withholding - it ia such a terribly bad th1ng for married 
people . 

H.M.JR: Couldn ' t the;y have made it all one, say, 
a flat twenty, and one figure for exemption? It would be 
so much easier. 

MR. GASTON: That is what they are proposi~ as to 
the withholding. Then the return will be something else 
again. 
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Ilk. BLOUGH: There wiH be one simple withholding 
which will be based on a table that will really fundamen­
tally be a calculation, although it would be ver;y simple 
for the employer to operate . It h really the Victory Tax 
at three percent on incomes above six hundred twenty- four, 
plus the other at seventeen. 

H.M. JR: But they haven' t power enough t o throw it 
out and start over again? 

ltk. BLOUGH: No . I guess they don't fee! ihey want 
to do that. 

H.M.JR: Everything else all right? 

MR. BLOUGH: I think ao, yea. 

H.W.JR: You are not bothering with the Debt Bill? 

MR. BLOUGH: Thank the Lord, no. 

11.14. JR: Thank the Lord and raise the dead. (Laughter) 

Are you .all right? Have you heard from Paul? 

MR. BLOUGH: Not today, but we did yesterday. 

H.V.JR: Now, Mr. Debt Bill, what are you on? 
(Laughter) 
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ICR. 0' CONNELL: I hann' t anything thia morning. 
£yerything ae .. a to be going all right. Did you want 
to aea me t hia morning? 

K.M.JR: Yea, I want to aee you. 

The Bishop - what ie the name of the former Bishop 
of Washington? 

!.!R. O'CONNELL: llonaeignor R,yan. 

H.V. JR: He ie now the Bishop of Nebraska, and he 
was on t he train, and this ia one time he had had hie 
desert. He came along with.a cigar about that long 
(indi cating), and this i s one time I didn't aa;y an;ything 
about it . 

llR. SULLIVAN: I t ia a good thing you weren't on 
the broadcast, because Tueada;y nigbt--

H.Io! . JR: How did it go'l 

MR. SULLIVAN: lladam Chiang Kai-abek talked over 
twenty-five minutes, and we went on at twenty of eleven. 
They had a lot or friends there who were sitting in the 
studio just hanging over ua. You would have loved it . 
(Laughter) 

llR. GASTON : I thought it was a Yery good broaocaat. 

llR. SULLIVAN: I have the record downstairs. Knutson 
talkedi and aodiA Vandenber~. Do you want to dr op a note 
and te l tham that ;you didn t hear it because you were 
on the train, but ;you beard it on the record? 

H.M. JR: Will you write that? 

MR. SULLIVAN: Yea . The Senate Finance Con~ ttee 
met and decided the;y would not repor t out the Public 
Debt Act, Vandenberg O.K. ' d it . He told me that the;y 
inei ated on having aame sort of repeal of the salary 
ceiling and that he thouibt the Diene{ propoeal was full 
ot boles and unsupportable, but that t would be eas;y 
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to work out sanething that would do the job. The next 
morning Joe e.nd I reporte.d to Dan . *e knew there was 
going to be a bearing before the Rules Committee, and 
we wanted to get Slbatb before that mtetinf started, I 
got him jUS~ before they Went, in, J to d him that Yle 
wanted to correct the conversation you bad with him; 
and if he could f et an open rule that would enable tham 
to vote separate y on the two provisions, we would like 
it very much. That was about half past one. !bout 
quarter of one he celled and said that he had just ~otten 
out of a very bitter meeting - the Democrats had jo1ned 
the Republicans. The bill will be taken up after they 
get through with Lend-Lease, which will probably be 
~ednesday or T-hursday of next ~eek. 

H.M.JR: What is an open rule? 

MR. SULLIVAN: That limits them to about two hours 
of debate, and they have to ta.ik on the whole thing 
together. 

H.M·. JR: Have you kept Jimmy Byrnes posted? 
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MR. SULLIVAN: Yes, I have sir. I had lunch with 
Senator Walsh . You rsmamber the Commissioner gave you a 
memorandum on the Boston situation - one of the difficulties 
was that Walsh and McCormack had approved this man who is 
up there now, Walsh plead with me to ~et rid of his 
nominees , He was convinced that he was not doing a good 
job, and I think we should do nothing about that until 
around the first of April, just as we are doing with the 
other changes in the Collectors office . I think they 
can disrupt things ~retty badly. 

The infonnation that the President aeked for on the 
Ruml plan hae all been assembled. You will remember that 
he said on hie mamo "No names please . " The information 
as it came to me bo~e the names . I am now changing that, 
and r will give it to you in both forme . 

B.M.JR: When can I get it? 

MR. SULLIVAN: In about half an hour. 
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H.M.JR: Will 7ou get it to Kra. Klota? 

IIR. SULLIVAN: Yea . 

H.W.JR: All right? 

MR. SULLIVAN : Yea . 

MR. GASTON : You sent in a young man from the 
United Press. Mr. Mager has written the ator7. I think 
it i a prett7 good, but 7~u might like to look at it. 

B.M. JR: Get it to me. 

IIR. GASTON : Be probably baa it readf now. 

H.M. JR: Give it to Mra . Klotz, and she will give 
it to me. 

Anything else? What ia the name of tbe publicity 
man who made his business - · be formerly used to do 
Miami, Florida, and be made his reputation down there. 

MR. GASTON : Steve Hannagan. 

H.W.JR: In the middle of the night I rema~bered 
his nue -

IIR. SULLIVAN : I am speaking at the Navy Yard on 
the 29th, and at an advertising club lunchton on the 
30th. Ia there anything in connection with this new 
drive that you wan t me to get into those talks? 

H.W.JR: Not that I know of, 

Ia everything all right? 

MR. SULLIVAN : Yes. 

H.M.JR: Let's go into War Bonde then. 

IIR. iHITE: The Preaident signed that Canadian 
memo. 
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FINANCING 

Present: Mr. Bell 
Mr. Graves 
Wr. Buffington 
Mr. Haas 
Mr. Robbins 

March S, 1943 
10:00 a,m, 

B.M.JR: I spoke to Mr. Bell last night . 

MR. ROBBINS: Did he convey the bad news? 

H.K.JR: Yes. 

MR. ROBBINS: It is just tragic . 
upset about it, and I am very anxious 
my next aotion . 

H.M.JR: Please. 

I am very much 
to clear with you 

WR. ROBBINS: Time is eo abort and we must get 
organ b ed with thlllll on a definite campaign plan. llf 
thought ia that I will get bold of LaRoclie, who ie 
bead of the Advertising Council, and go over with him 
the list of that group. Out of that liat of names, 
who are, I think, presumably pretty capable advertising 
people, I will t ry to pick with bim a man wbo will be 
satisfactory from my point of view, and, of course, fraa 
yours, air and ask for a temporary assignment of tbat 
man to be here with ue for the duration of this campai gn. 
I would like to proceed with that program iu~ediately -
as a matter of fact, today. 

H.M. JR: Well , I bad an idea almost the same, and 
that was that I thought - well, I wae thinking of a man 
all right, but don' t give us LSDDon . 
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YR. ROBBINS: No, air. 

H.M.JR: We might even want t o appoint a couple of 
agencies ae a group, but there should be responsibility 
on one man. 

MR. ROBBINS: That is right . 

H.~. JR: That Do remus crowd did a good job for ue 
last time. 

YR. ROBBINS: I don't know bow many ther e are 
on the Council. 

H.~I .JR : There are twenty- five . 

~R . ROBBI NS: Twenty-five . 
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H.M. JR: They are not all advertising agency men; they 
have radio, newspapers, and everything. · 

MR. ROBBINS: I would like a man who is an agency 
executive, and not a creative advertising man if possible, 
because I would like to have that type of aasi stance for 
this campaign. 

H.K.JR: Which kind? 

~. ROBB~S: The agency executive trpe, ra ther than 
a creative advertising man - a man who might wri te copy. 

B.W.JR: You can ~et the copy writers at the Council. 
I think they gave us naneteen, and at one time-~ 

KR. ROBBINS: It i s the coordinator and administrator 
type I am looking for . 

B.M.JR: LaRoche-wanta to talk to me now. Shall I 
put in a call for him and say you will talk to him later? 

. KR. ROBBINS : I wanted to t alk to him, and was 
planning to do ao as soon ae I had seen you. 
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H.LI. JR: l~ha t about llr. Rubicam? What happened, 
any-t~ay? 
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~ l~DBINS: Well, he called me yesterday afternoon 
about three-thirty, and he said that ht was sorry he had 
t o call me and say that he couldn't come . He had been 
in touch with the president of his company, Sig Lorman. 
!.lr. Lorman is the acting head of Young and Rubicam while 
Lakoche is here and 11ubicam ia away. He felt that per­
haps his original answer had been mor e e1110tional than 
had been practical, and he promised LaRoche that he woUld 
stay more or less on the job at Young and Rubi cam during 
the aix-montha period that La~eht would be allowed to 
come and do his.ahare for the war. Lorman said he needed 
the help that only Rubicam could giTe hill, and that the 
agen~y'e interests were being interfered wi th by the t re­
menocus impact of war work. He felt that, in justice to 
that interest, be had spoken a little teo fast . 

Now, I beli;ve he was completely sincere in saying 
be wanted to come with us ultimately if we still wanted 
him, but he said~ couldn' t wait for that . lie won't 
be available if he has to wait until LaRocb~a departure -
until September - and t here is a lot of water going oYer 
the dam. 

H.K. JR: About forty million dollars' worth. 

I got this idea sort of subconsciously last night, 
and that is this fellow - what is his name? 

lffi. GRAVES: Hannagan. 

t.IR, ROBBINS: Steve Hannagan. He is a pr01110t1onal 
man who is contracted to an adTertising man , and he baa 
don e some particularly fine work in selling Miami, Florida, 
to the publio, and that sort of thing; but he doesn't fit 
in wi th my idea of what we need here . 

H.l!.JR: I understand t hat he hu aome nry important 
client s. Would you make some inquiries about him? 

• 
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Wl\, !OBBINS: It would be a vecy easy thing for me 
to do. He doesn't fit ~pattern. 

H.M.JR: Yes , but on the promotion - you said you 
didn ' t want a man with ideas . 
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MR. kOBBINS: Yes, I think we could uae the facilities 
of Hannagan through the Council if we have a problem of 
the kind that Hannagan ia accustomed to dealing wi th, and 
n wi!l have such problems . But for our organization here, 
he is not the type I would be thinking about unless there 
wae so:ne particular reason for me to turn to- -

H.U.JR: Find out what he has been doing the last 
year or so . I think he bas been worki ng for the Pennsyl­
vania kailroad, and people like that. 

l.!Jt. ROBB INS: He operates in a fie.Ld that has a vecy 
dis tinot name - what is the name of that field? It is 
not public relations , but I guess that would come more 
closely to it. It is the technique of more indirectly 
i nf luencing the public mind. 

MR. BUFFINGTON: Mass psychology. 

Wt. IOBBINS: That is right. 

H.M. JR: Vo'i!l you ~eak to !..a Roche and aak him about 
tbia man? 

WR. kOBBINS: Yes, I will . 

H.K. JR: That is just an idea - you will find that 
I will be shooting them at you. Make a note of this -
before we get these requests, I wondered if somebody in 
the present Treaaucy organisation couldn' t get in touch 
with the Anny and Navy and find out if they could give 
us a list of relatives of members of the atmed forces who 
have lost their lives recently - relatives who will be 
Willing to apeak for us. There ia Mra. Sullivan, who ia 
one of the moat effective speakers we have. 

UR. GRAVES: And CoHn Kelly' a wife . 
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lffi . ROBBINS : Wouldn't that be the eort of job that 
OW! would line up for us? 

MR. BUFFINGTON : We have had sCIIle contacts through 
the Army and Navy. They work wi tb us. 

H.M.JR: I think if you go to General Surles of 
the Army - they are in touch with the familiae .- t his ia 
my guaaa - through the Army and Navy Relief Society. I 
was thinking if we could get a list of - I don ' t know, 
me7be a thousand frCIIl each, JOU eee, it might be a wife, 
a mother, a sister, or a brother, and tboee people will 
take time to get them lined up. I don't think you can 
get more effective speakers than they are. 

YR. ROBBINS: Isn't there auch a thing as a apeakera 
bureau? 

H.M.JR: It ian't ver1 effeotive. 

MR. GRAVES: We have contacts wi th the Army and 
Navy on that kind of thing. 

H.V. JR: We have, but I am just throwing it out -
I mean, we have never done i t . tt baa been aor t of hit 
and min. 

lffi. GRAVES: It bee been done on a local buia to 
a considerable extent. 

H.Y.JR: I waa thinking of contributions we mifht 
make frCD here. I am juat throwing it out . You will 
get accustCDed to me. But what I do like to have -
whenever I do throw out an idea, I would like to know 
what happened to it. ·, 

l.!R. BUFFINGTON: Mr. Secretary, what about Wanders? 
That question was left somewhat in the air . 

MR. ROBBINS: I think be should ccae down here, 
but landers is acquainted with what we have done, and 
•e have left it up to hia. 
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H.LI.JR: If Hobbins wants something, be can tul 
Be!l about it . We are going through ob&nnell from now on. 
(Laughter) 

JAR. BEJ..l. : George and I diecuued the possibility 
a couple of weeks ago of getting Eisenhower and MacArthur 
t o give a broadcast , and now I see the Red Croaa has 
beat us to it . 

H.M. JR: Neither Eisenhower or Admiral Nimitz ~~~~=· 
They bad their speeches ready. My own feeling - I t 
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the President bas got to giTe us the kickoff on this 
thing - and any other tbing,now. People get all "bet 
up ' and expect to hear Eisenhower, and then something happens 
and they don't hear him, or near from Nimitz - I don' t know 
whether it is so good or not . 

MR. BELL: Did you think you might get a suggestion 
acro ss of having the broadcast start with the members 
oi' Congress from the White House? 

MR. roBBINS: I think that would be splendid; and I 
think we should have the President on the air at the 
beginning. 

I have the reins now, do I go ahead on the other 
pJ.an 7 

H.M. JR: Yes. 

KR. roBBINS: That is m:y maJor problem. 

H.M. JR: inen you talk to LaRoche and he comas through 
with a suggestion, before you aign him up I want to know 
who be is . 

J.!R. roBBINS: Yea, of course. 

!.IR. BELL: Do you want to teJ.J. the Secretary about 
the PhiJ.adeJ.phia meeting and your plana for meetings of 
a aimllar character? 

• 
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UR. ROBBINS: We attended the Philadelphia meeting, 
and from my point of view 11e had a very educational day. 
Going up on the train I 11as able to pick up quite a bit 
of background, and one of the points that registered 
moat keenly 11ith me 11aa that in Philadelphia we 11ere 
going to have aa friendly an approach in molding these 
two OI'C&nizations as we could expect to find almost any 
place; and 11hen I saw the results and aa11 what they 
nnted·-

H.J.I. JR: Excu.se !le - I wan t to talk to LaRoche. 

(The Secretary held a telephone conversation with 
Kr. LaRoche, as follows: ) 
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IIIIJrl 

Chu ter J . 
La lloohtl 

IIIIJI'I 

1.1 

BMJr: 

L 

IDIJr : 

!.1 

liJIJr : 

L : 

1111Jr1 

I.: 

IIIIJr: 

L: 

, 

R11Jr1 

L: 

RIJr: 

L1 

.. 

Hello. 

Good aorn1111· 

Kr. La Roohet 

'Xee, e1r. 

Clood aorn1nc. 'ftl.ie 1a 1n anawer to r our oall. 
!bey .aid that r ou wanted t o talk to ae about 
aoae\binc t o 4o •1~ ad•er\1a1nct 

Oh, I aae. lfell, I tboupt 1t waa about 
Rub10U. 

•o, 414. • •• 

Jo , 1t waa daplJ - well, I oonred 1t w1~ 
B1ll Robb1na • .• • 

Oil. 

• ••• and he'• ent1ral7 r .. 111ar wl~ 1t . It 
waa Juat on two po1nta. 

Oh . 

!be tlrat wae a aatter ot paper, wbloh I tllillk 
baa been oleared up prett r well • .•• 

Oh. 

••• • and ~e o~er one • •• a • t ter on tbeae 
eo-oall ed non-deteroable lhte, whloh 1t ~e 
ad?er\1a1AC aen t•t on t oo aoon , there'll be 
a ataapede out o our bua1neae •.•• 

Oh. 

• •• • and we rill not ha•e the aanpower to do 
the JOb. 

But r ou'•• talked w M• about tl:latt 

I ha•• talked to M• about 1 t, and we're 1n 
acra•eet On 1to 

us ~-
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HICJr: 

L: 

JD&Jr: 

L: 

BMJr: 

L: 

HMJr: 

L: 

IIMJr: 

L: 

L l 

Ll 

- 2 -

Well , 1 d1411 1 t • • • • 

• 1 • a eor1"7 that r ou ware llotllared. 

Tbar•'• no bother- he- and Robb1na 11 go1n& 
to oall r ou a l1ttla later on h1a1alt. 

Yea, all r1ght. 

W1ll rou - wall, wbara are rout 

1 1a 1n Waw York at the A4Yart11ln& Couno1l 
r1pt at tll11 •aent. 

R1pt. Wall, he - he'll be oall1ng r ou 1n 
the next - vU1 JOll be there 1n the next tit­
teen BDUteat 

Ya1, 1 will. 1 oongratulata rou 1n gatt1D& 
Robb1na. 1 tll1nk tba t' 1 t1na, and 1 tlllnk •••• 

Y ... 

•• •• Rodger• w1ll be Yer7 helpful oYer 1n 
o. W.1. 

Good. 

And 1'• 101"1"1 lbl.b1oaa 11n1 t ooa1nc, but we 
oan &at • • •• 

Yeah • 

• • •• eo•• other aan wbo will do a 1ood Job. 

Wall, 1•1 - lle' • - that 1 1 Jult 1111at Ita' • golD& 
to oa11 r ou 'liP about. 

All 1'1gllt1 11r. 

'ftlank J01&. 

Oooabr•· 
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H.M.JR: The Advertising Council - what he wanted 
waa aanething about manpower and deferment, which is a 
tbing I won't get in on, and something about papenswhich 
I won't get in on either. 

MR. ROBBINS: I told him on the paper ai tuation-­

H.ll. JR: They gave me t he memorandum this morning, 
and we have to aek him several things . I just di dn 1 t 
want hia telephone call to go through unanswered, 

!IIR. ROBBINS: We will do the Philadelphia story; 
and anticipating, therefore, that I was going to see an 
early attempt to mold together these two organizations, 
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which would be as friendly aa aJI1 spot we might contact, 
I can 't help but say that I waa somewhat impressed by the 
difficulties that were going to be faced in accanplishing 
that end. There was nothing in Philadelphia that disturbed 
me greatly

1 
but certainly there was every evidence of the 

fa ct that 1t is not going to be an easy natural thing for 
these two organizations to mold t hemselves together without 
some help of sane kind which we can assist on from Washington 
by being there personally. 

I was delighted with the meeting. I feel that from 
m¥ point of view the educational value was extreme. I 
am quite satisfied that we will probably find people i n 
both easesl. that is, the invesbaent solicitation group 
and pay-roll savings group, who will be a little b~t 
unhappy about the adjustments we will make in the 1.111-

meclla te future. 

Following that, it baa been necueary for ua here -
and I think this is important - I am glad I have an 
oppqrtunity to tell you about it. We felt - llr. Graves, 
Mr. Buffington and myself - that it was necessary for 
ua . to get ap agreement aa to how we will operate during 
thia immediate period ahead of ua, so I have gotten -
and you haven't eeen it, George - a brief drafted up. 
It i s a brief statement of how we will operat e. Each 
one of us therefore will know what activities the other 
will oarry on . Now ln brief, it is simply thia, that llr. 
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Graves, for example, will continue to operate as he has 
i n the past wi th hie fi eld organization, clearing those 
things which are of an operating nature, but which are 
no t distinctly part of the .tlpril cepaign. On mat tera--

H.ll. JR: Say that again, I didn't get that . 

WR. ROBBINS: I say Yr . Graves ' organisa tion will 
run along, campaign or no campaign, The authority to 
the president of the Reserve is a distinct and oomplete 
authority for direction of all forces during the Apri l 
campaign. 
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Now, the president of the Federal Reserve has not 
yet gathered up the operating reins of the many programs 
that have been underway preceding this assignment. He 
can't l et the r eins drop, and therefore Yr. Graves is 
going to keep hie hand on the throttle so far as those 
things that are current and active that are no t to be 
changed in respect to the campaign are concerned. In 
matters that he wlll run into t hat will have a bearing 
on the April campaign he will groove those very directly 
and quickly through the presidents ' offices. Likewise, 
Mr. Buffington, I am aura, when we get t his on a piece 
of paper would want to continue. His would be a natural 
one; he would go right into the newly established channela 
the way he has been doing with the Federal Reserve preaidan 

Now, there ie one other admonition I tbi~ we ere 
all goi ng to agree on. That is thet we must all f eel 
responsible to protect these presidents in their new 
r esponsibility. We muet not find ourselves - ant of us -
answerin~ operating questions that come in direct from a 
lower fl1ght - answering them from Washin~ton, rather 
than grooving them t hrough the preeidenta offices. Then 
of course, to •ake that memorandum a little bit better 
balanced I put in a paragraph about how we will have to 
feel responsible about one another. It ie a brief state­
ment of perhaps eix abort paragraphs. It ia a temporarf 
operating agreement between the three of us . 
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H.U.JR: I don' t want to be ooneulted , but when it 
is finished I want to read it . 

MJt, roBBINS: All right. 

~ BUFFINGTON: Do you think there will be any 
question there where our line of authority or contact 
does not flow through the preaidenta as much as it has 
through the executive ll&ll&gera? 

MR. IPBBINS: All operati~ mattera re!ating to the 
drive have come around the pres1dente - we have not gone 
through them, you know. 

WR. BELL: But I think this setup is better for 
this drive. I was a little bit worried about the first 
part of Mr. Robbins' statement -that Mr. Graves would 
go di rectly to his staff. I thiuk you have an under­
standing among yourselves that you have to protect the 
presidents , and I think you are all right. 

MH. HOBBINS: I am not so much worried about what 
Mr. Graves will do in going t o his staff. 

B.U.JR: Is this all agreeable t o you, Harold? 

Uk. GRAVES: Yes. This follows out the discussion 
we had in your office the other day. If you will recall, 
we talked about women ' s activities, f anners ' aotivitiea--

B.K. JR: Yes. 
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MR. K>BBINS: I am planning to go to Chicago and 
Mr. Graves will be with me. I don' t believe Mr.Buffington 
is going to make that trip, although it is optional with 
him. 

MR. BUFFINGTON : Chicago raised the question - I 
would prefer ataying here - I would not have the t ime 
at present. I woul d rather not go, but if it is a good 
thing to do from the standpoint of Chicago, I will be 
delighted to go. 
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NR. ROBBINS: I think we oan work out that detail. 
It is just a matter of our desire to inject a personal 
activity in his organisation. 

After a little while I probably will fee! that I 
alone can do some of this that I want to do, only being 
alone for the sake of leaving behind the ot hers who will 
be , I am sure, quite busily engaged in other matters. 
But I feel we have an obligation to all of these groups 
at this stage to show a definite persona! active interest 
in what they are doing. 

H.l4. JR: Well, there ia no way you can !earn this 
thing any faster than to get out there. 
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~ ROBBINS: That is right. There is a meeting in 
Boston on ~edneaday. I would like to go to that, too . 
Now, whether I can or not - as a matter of fact , I have a 
note from Mr. Sproul suggesting that he would like me 
to be in New York tomorrow morning. I am going to let the 
events of the day determine that. 

H.ll. JR: New York is awfully important . 

UR. ROBBINS: It is, indeed. 

H.M.JR: It is the moat important , because that is 
where you are going to sell most of the securities. 
The re is no use kidding ourse!vea. Sproul has more 
inf!uenoe among the presidents than anyboqy else. If you 
get him straightened out and get going·· 

liR. JVBBINS: Kf position 1a this, ai r; if I get this 
promotional advertia1ng organisation problem settled, 
then I am going to ride the road as hard as I can and as 
fast as I oan. But until I do that, this is the number­
one problem. 

H.N. JR: That is right. It must be done . • 

I f during the day you want to see me , let me know. 

1i1R. R:>BBINS: I will after I talk to LaRoche. 
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JIIIJI' I 

Gen.J.R. 
Deane: 

HIIJr: 

D: 

JIIIJI'I 

D: 

IIICJI' I 

D: 

HIIJI'I 

D: 

IIICJJ'I 

IIICJr: 

D: 

IIICJr: 

D: 

IIICJr: 

D: 

llllo1r: 

Bdlo. 

llarob 5. 1~, 
1110, a . a . 

Oood 110rn1ns, llr. 8eoretan. 

Hello, General. Bow are :rout 

Fine, tbanka. D1d :rou ~·e a nioe tript 

I bad a· - a ••1'7 sood trip oolllnc baolt, and I 
wanted to tballlt tht ~ t or arrancins tbat 
tllcht. 

( Lau&ba) !bat -• perteot17 all ript. 

But, General, I - I rMllJ think I oupt to 
tell :rou eoaeth1nc about it, •••' 

All riiJh t. 

Both tor - tor- I tb1nlt :rou - :rou'd reall7 
111te to know. 

Yea. ... 
I aean the pilot- tht7 oouldft't~•• been 
n1oar, •••' 

hah. 

But thq put ua into a l i t tle Oeuna plane. 

A wbatt 

.f. 11 ttle o .. ana, one ot tbaae tra1D1q plan ... 

ob, :reah. 

And tht7 olll:r bad thia - the one iutruaent -
the:r 414D' 1: baY a the - the recular inatraaaata 
Wtrell t 1: OD the board. 

I aee. 
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AAd eo mt11 it out 1:0 1:1'J'iDf t o t1nd their ..,. , 
1:ht7 - tht7 bad a terr1llle 1: ••. 
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D: h tbat 80t 

HICJr: And the - the STJ'OIOOpa OOIIJI&U waan1 t on. 'ftlq 
Ju•t bad tbie one little ao~a11, and - and their 
tellpbone oaMunioat1on until tbtT were risllt on 
the field 414n 1 t work, and - well, the pilate were 
apol og1&1ng. TheT felt terrible to baTe to take 
•• up - beoauae thaT ea1d tb.tr e were t1Tt other 
plane• there that oould baTe cone, and I .... 

D: Xtl • 

I!IIJr: •••• and I J••t thoueht I'd tell 1t to 7ou. 

D: X11, well , I'a avtullT clad to hear about 1t . 

HICJr t Beoauu - uh. • • • 

D: Well, 1 t oertainlT wen' t TerT well handled. Ot 
oouree, it vae done Ter, qu1ok17. 

HXJr: I know. But • • • • 

D: ltl. 

HKJrl •••. I- I feel it1 e not doinc the~-- 99 t1aee 
out ot 100 I 1 Ta gottan euob aarTaloue earT1oa tbat 
it onoa I 4on1 t • • •• 

D: Yeah. 

RMJr: 

D: 

HIIJr: 

.••• I- I think 7ou 1d 11ka t o know 1t. 

i!w'al;r wa do. 

But 1t reallT we eoaathiq fiT1ns 1n tbat plane 
w1tb inadequate 1natraaentl. 

D: I 1aag1nl 1t au•~ baTI b11n. Xou •••• 

"•··· · 
•• • • t1nall;r aade 1t all r1Jht, tboqll. 

We aade 1t. lfa got tbara J••t at- att1r the •un 
••t and- and I'a vr1t1ns General Mar1ball a letter, 
beoau•• \he a44re•• tbat General Raaer C&Tt 11 one 
at \he t1a11t a44r11UI I•Te enr heard. 
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D: Ob, Ula t 1 

• tine. 

HMJrl 

D: 

RIIJr : 

D: 

RliJr: 

D: 

RliJr: 

D1 

1111Jr1 

D1 

HJCJr: 

D: 

D: 

HJCJra 

Dl 

HJCJra 

D: 

B11Jr1 

It na exo~Uona.llJ t1ne1 and be a•ad ae to 
gUa the 41plo .. a to the DOJa, wblob ga•a •• 
quite a tbJ'lll. 

Yea, I 1aacine eo. 

And it wte a gr .. t auooaaa, and - and I - I do 
appreciate Jour aakinc the arrangeaenta. 

(Laupe) Well, I'• aorrr thaJ 414D' t tUJ'Il ovt •• •• 

Well, •• got there, •• got there, bvt •• got 
there under ra tber (lallflbe) .••• 

Under 41ttiovltiaa. 

Under 41rt1olllt1aa, bvt aada it. 

Yeah. 

And what I ' d like to do next week at Jour oon•en1-
anoa ia to aak JOU toaetiaa 1t JOU ooUld take 
ti•e ainvtaa to let •• aend Ranr1 o•er. 

J.' d be delighted aD1 tiaa. 'l'lludaJe and 1rl4aJ• -
bad daJ tor •• on aooo1111t ot 81 •••tinea. Bvt 
aDJ other tiae I'd be • .•• 

'l'llee481 and when' 

'l'llud8fa or 1r1da7• are bad t or ••· 

Well, do- fOil ,..n, to aet eo" t1aa We4Dee481' 

ftaa t wollld be tine. 

AA7 tiae in the a1'tarnoon h •.• . 

Well, let'• .. , abovt 21)0 WadnatdaJ. 

fwo-tb1rt7 WednaadaJ' 

• 
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D: Swell. 

IIIIJrl !bank JOU. 

Dl 1\lp,o. OoocU11•· 

IIIIJrl Oooc!bJ•· 
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STABILIZATION FUND 

Present : Mr . Bel l 
l4r. Sulli Tall 
lir. Gaston 
Mr. White 
Mr. O'Collllell 
Mr. BenrJ Morgenthau III 

March 5, 1943 
4:40 p.m. 

H.M. JR: Good afternoon, Mr. Bell. 

lffi. BELL: Good afternoon. 
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H.W.JR: Aa the atabili~ation fund expires June 30 
alao the President's right to issue three billion dolla~s 
in eo-called--

WR. WRITE: Just the etabili~ation. 

lffi. BELL: I have &l1 idea that the three billion 
will come into the picture before we get through. 

I raised the question the other day aa to whet her 
or not you W&llted to recommend the continuation of the 
power& of the President to devalue the dollar along with 
the continuation of the atabilisation fund. I think you 
are going to have more difficulty this tiae than you ever 
had before infetting it extended. I am wondering whether 
it ia worth al the fight neceaaary to get the authority 
to devalue the dollar, 1h7 don't we juat aek for con­
t inuation of the stabilisation f und? 

H.K. JRa May I make thi a auggeation aa to saving 
time - I wiah everJone would be frank. I think Sullivan 
oould be awfully uaetul i n oontaoting the Hill. I t hink 
be doea it ver,r will , &lld I juat wanted - inat ead of my 
t aking the t ime - I kept poatponing it for twc weeks 
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because I know what has to be done, 
up and see the Democrats and aake a 
Sul livan is the person to do it. 

Saaebody bee to go 
r eport, and I think 
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The reaso~ I have been dodging the thing is that I 
don't want to take two or three days off to go up on the 
Hill. What would you people think of bringing Sullivan 
in, telling him the story, and saying, "John, I want 
you to go up on the Hill and visit around and write up 
a report to be sent to me?" What do you think, Dan? 

YR. BELL: Does that cover the devaluation of the 
dollar? 

H.I!.JR: Both. 

I would let him stay long enough on the Hill to aee 
Vandenberg, the Senator from Oregon--

WR. BELL: McNary. 

H.V. JR: ••• and different people, going around ­
what committees would it cane before? 

MR. BELL: Coinage, W.ights, and ){eaauree in the 
House .- Somers ia still there - and the Banking and Currenc1 
Committee in the Senate . 

H.W.JR: That ia a ticklish situation because they 
wanted ua to give Somera a job and the President wouldn't 
back him for Congress and all the reet of that . lbat 
do you think, Joe? 

KR. O'CONNELL: John ia a very good operator. He 
is a good aan on the Hill. 

H.W.JR: Wllite? 

WR, WHITE: I think he wou!d be a very good man to 
find out what their attitudais. I aa afraid if they 
aaked hia any questions about it, he would have to 
learn a lot about i t or he is stuck. They may not as~ 
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him a lot of questions - he is very valuable, but he 
certainly doesn ' t know aDTthing about it , If thet is 
an advenlage, that ia fine. I would certainly think 
you have to work with Congren .through somebody like 
that to first find out the lay of the land, win over 
aa many persona es you can. 

H.M.JR: I think the thing to do ia - John bee to 
go up and do this thing. When I was in CUba I said that 
I was going t o spend at least a day a week on the Hill, 
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but I don ' t have the time. Another thing - when I go up 
on the Hill they will say, "VIhat do you want, Mr. Morgenthau?••"' 
Then I am on the spot , 

John can simply say, "I am up here for intonnation . 
I. don't know what the President or Mr. Worgenthau want.• 

MR. WhiTE: I am all for that emissary approach, but 
I think we might deci de ourselves what--

H.M. JR: "I can tell you right now. 

MR. BELL~ I think we could wake a dectaion on the 
devaluation, a"lld if the question comes up on the Thomas 
amendment, we can make a decision on that. That would 
help anything on the Bill. 

(Wr. Gaston entered the conference.) 

B.Y.JR: This ia the way I feel - lbite, to ay sur­
prise, feala the same way - we ere talking, Herbert -
l et's wait one second until Sulliven comes and then I 
will explain it. 

MR. ~BITE: There ia a new elaaant that hes bean 
introduced in the situation that has never been intro­
duced before , It may provide a very reasonable out. 
Thera is a prospect that there will be deferred until 
af ter the war an arrangement that will prevent depreciation 
of currency; and if thet arrangement ia satisfactorily 
consummated then you no longer need that power; but if 
it isn't co~atad, you are leaving yourself vulnerable 
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at the very ·t ime when you moat need it, far more than 
at any time in the l ast t en years . 

MR. BELL: I question Whether the power is big 
enough where you are going to need it anywa¥• 

MR. ~HITE : I know it isn't terribl¥ powerful, 
and it wouldn't be a calamity if it were l eft out, but 
within the limit--

(Mr . Sullivan entered the conference. ) 

H. ltl. JR: 
I unted the 
in regard to 
which exii re 
and cont nue 

John, we are just discussing the question -
advice. of everybod¥ about what we should do 
the devaluation powers of the President 
on June 30 - his right to devalue the dollar 
the stabilization fund. 
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I think the first t hing that ought to be done is 
somebody has to go up on the Hill and fin d out how both 
Republicans and Democrat s feel in the House. I don't 
think they will feel too kindly, because last year 
Congressman - what's his name - · the leader of the District 
didn't want Somers re- elected because he didn't support the 
President. It went across the street. Mcint1re or sane­
body passed the buck and said we should give him a job 
here. 

WR. SULLIVAN: He wanted to be an Assistant Secret ary. 

H.K.JR: I wouldn't do that . I said, evJcy should I 
give the man a ten-thousand-dollar job as a reward for 
not supporting the President? I am not going to do it 
until the President orders me to do it." He never said 
a thing about it to me, and the thing was dropped. They 
said he could be re-el ected, and I guees he was - I don ' t 
follow elections. I'd be damned if I 'd give a man a job 
for not supporting the President. 

MR. GASTON: The last thing he told me was he wouldn't 
t ake it anyway. He thought he could get the nomination 
and win, and that is what he did. 
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H.V.JR: Tbis is What I •ant you to do. I find you 
do this very •ell, this business of ~oing up on the Hill . 
I have been ducking this thing. I oan't find the time 
to go up, and there i s a certain advantage in sending 
an assistant rather than the Secretary. 

MR. SULLIVAN: Yea. 

H.M.JR: So if it is agreeable to you, J would like 
to use you on this and on other occasions. The point is 
thi s: I think you should apeak with Somers, and I think 
you have to talk ~tb the Speaker and--

llR. SULLIVAN: That ie indy S011ers . 
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H.V.JR: I think you have to talk •ith some of the 
Republicans there in the House and in the Senate, fello•a 
like Bob '-gner, Vandenberg, the Senator from Oregon--

lli. BELL: McNary. 

H.M.JR: •• • and simply t ell tbsm- say, "Is 
this going to be a party leeue' or len' t it? We here 
feel definitely that •e would iike to see the stabilization 
fund cont inued. I •ould vary much liks to complet e mT 
term with that intact. I would like to finish my term 
with a billion eight hundred still in the till, becauHe 
the only other thing is to put it back in the Treasury 
General Fund, and you never know what might happen. It 
is there, anyway, in an estate . 

llR. GASTON: Are you going to ask for retention of 
power to devalue the dollar? 

H.W.JR: Now the big fight ie on the retention of 
power of the President to devalue the dollar . White 
doesn't think it is a matter of life and death, but I 
think it is going to be a lift and death struggle. I 
don ' t kno• of anything that oould be more difficult t han 
that. 

llR. SULLIV!N: Would t here be any reason for it? 
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MR. WHITE: There ia more reason for i~ John, than 
there baa been in the paat . Let ' s among ouraelvee under­
stand what we are after. 

H.K. JR: Let me say t hie - before he goea up he 
can talk with Bell and White. There ia no need of hie 
going to aobool here. Immediately now - until the war 
ie over, Harry, there ia no particular neid for it. 

MR. WHITE: Until t he war is over, no. 

H.K.JR: Then it becaaea a part of rehabilitation -
reconstruction . 

MR. WHIT~~ You are speaking now of devaluation. 
Wel l it becomes a.n essential element in the poet-war 
monetary arrangement and t he poet-war monetary negotia­
tions that wou~d take place. Although it i e of no 
value during t he war, immediately after the war when 
the monetary troubles wi ll be moat acute i t will be 
moat desi rable at that time . 

We fought for it three times. Thia time there ia 
mere reaacn t han any of t he previous t imea, without 
considering how much reason there waa the previous 
time . 

lffi. SULLIVAN: I think you are going to have an 
easier time to get it when you need it than to bang 
on to it now. 

MR. BELL: I think there ia a distinct adv~tage in 
going up and telling t hem you aren't asking for 1t . 

VR. WHITE: Why did you aak for it t wo yeare ago? 

MR. BELL: Now you have kind of go t them all tied 
in with the dollar--

H.V. JR: At that time it we went up it ~ould have 
been the one thing that Congress singled out to slap the 
President down . Now they have done eo many things that 
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it would juet be one of a half dozen. I would have 
felt terrible to have let them do that at that tUne. 
Maybe that doesn't make much .eenee, but at leaet- -

MR. GAS1~N: I think if you could get it without 
a fight now it would be desirable to have; but I think 
a knock- down drag- out fight would hurt your security 
ieeues . 

H.ltl . JR: Will you di ecuu tliie a minute? I just 
u nt to uk lire. Klotz something. 

(The Secretary left the conference , ) 

llR. \\lliTE: It John goes up with the t, the same 
f ellows who bucked it before are going to buck i t again. 
There ie always going to be t rouble on that angle of it. 
My opinion ie that t echnically there are eound and good 
grounds for continuing it, more than there ever were. 

MR. GASTON: Correct . 

l.fR. WHITE: It never wu a vi tal factor. It never 
was a power which if we didn't have we felt we suffered 
a very eerioue restriction of ability to operate. 
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MR. BELL: Harry, it wean't e club over Great Britain 
and France when you didn't have any oontrol over it 
whatever. Now France hae gone and you certai~ly have 
Great Britain right in the pala of your hand lD Lend-Leaae. 

ltiR. GASTON: I feel now that the power h n?t worth 
the damage that would be done by a figbt . Thet 11 the 
way I feel about it. 

ltiR. WHITE: I can eee that if you go in and tell 
them that to begin with we will--

MR. SULLIVAN: You don't do bueineee that way. 
That ie )uat eo we know back in our heade how we stand. 
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KR. BELL: Firat I would want to add a very great 
deal to what the Secretary said about the stabilization 
fund, I t means a great deal more than finishing his 
administration and giving back the two billion, 

MR. SULLIVAN: Yo~won' t jeopardize the continuation 
of the stabilization fund in making a fight? 

MR. WHITE: No . We never would, because there 
remains another power that is stronger which i111 't in 
this bill. They may dr~ it in, but it isn't in there. 
The first thing wou.ld be to find out whe ther they want 
these things and how they feel about it. jfter th~ 
have given you an earful, caae back and we will talk it 
over . They will ask you how important it is, and I 
think the answer to that· is, •It is important . • See 
what they say. We know that Vandenberg baa been against 
it - why should he change now? 

You know that Taft will ge t purple in the face 
if you mention i t to him. 

Now if you want t o withdraw, I think we hnve an 
excellent out which we have never had before. I think 
we can say that previously we have always had to depend 
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on that and other instrumentalities to assure us of an 
appropriate place in the monetary field, but there. are 
excellent chances now of getting an arrangement which 
will eliminate competition at a time when it is most 
likely to occur. If you didn't have any instrumentalities 
you woul d be in e little weaker bargaining position. 

It atill isn't going to aake paupers out of ua, and 
we are still going to have a high natlonal income. Nobody 
is worried about the aoundnesa of the dollar . These 
fellowe that keep t alking about the dollar - they don ' t 
make sense, This power haa been in existence for t en 
year a and it baa never.. kept a fellow f rom buying dollara. 
The o~ly th'ing t hat baa kept them fraa buying dollars le 
that they haven' t the aon•J• 
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If we continue to have that power and don't uae it, 
we have a little more power , •e would be willing to 
forego that if we get, as we are likely to, some kind 
of an international arrangement in which the countr i es 
are going to agree not to alter their exchange rate 
unilaterally. We would be the firet ones to agree wi t h 
that; and if we did agree with that, that power is of 
no use. So we could have an out if we decided at the 
last minute that the thing wasn ' t worth the fight we 
were going to have on it. 

WR. GASTON: You think they are not going to jump 
on our secret weapon when the stabilization fund is up 
there? 

MR. WHITE: I don ' t know. They l earned ebout it 
the thi rd t~e, and maybe they will--

MR. BELL: What do you mean by the secret weapon? 

MR. GASTON: The power of buying and selling. 

MR. BELL : The only thing that worries me, Harry, 
ia tha t if you go up and talk along that line you will 
find the power 1s auch that you can 't get the power to 
devalue through. Then they will come and say that the{ 
forced us int o that posi t ion. We sounded the sentimen 
and found out we coul dn ' t get it through, so they forced 
us into that posit ion. 

WR. GASTON : I don't 
you talk to such a man as 
going to be a nasty fight 
i s going to hurt our sale 
is what we want to know. 

think that would happen if 
Vcdenberg. But if there ia 
over i t in the Committee that 
of Government securities, that 

(The Secretary reentered the conference. ) 

H.M.JR: What I would like you to say is this, "Now 
look, Senator, I don ' t know where the President stands on 
thia . I don ' t know where Mr. !.lorge.nthau stands . I am 
a~ply up here seeking information . • Then go into this 
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thing about securiti es and eaf, "We want this thing, 
and I am sure you of all people don't want to start­
you te l l me there is no chance to get this thing through 
and I will .advise Mr. Yorgenthau, and he will advise the 
President . • 

MR. BELL: I don't think he can say to Vandenberg 
"I don't know how the Secretary stands on it," can be?' 

H.K.JR: He can eay something like, "I would like 
to have it because I r.ant to have tne s tabilization fund 
continued. I think it is good housekeeping to keep it 
there. I would like to have the devaluation power con­
t inued because when the war is over we are going to need 
i t.• But neither of these things is worth having a knock­
down, drag-out figbt over ~ith the tremendous financing 
I am facing . . 
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MR. SULLIVAN: Of course you want to save the stabiliza­
tion fund, but you don't want to jeopardize either your 
April drive or your stabilization fund to eave the de­
valuation power. 

MR. \'11!ITE: You have seven stabilir.ation agreements. 
There are a number of other reasons why you want the 
stabilization fund . Without the etabilization fund you 
would be in a very weak posi t ion in the post-war world 
in co:ning to any monetary arrangemente. There are same 
other reasons if he is going to argus about it. There 
are a lot of good r easons why it should be contin~ed, ,and 
the least of these is the fact that you want to g1ve 1t 
back to th«n after t he war, because I think that ought to 
be continued for the next administration. There are many 
real t echnical reasons why the stabilization fund should 
be maintained. 

MR. SULLIVAN : Will you give me a memo? 

MR. WHITE: We will give you more than a memo. 
(Laughter) We wiU give you one and make sure you read 
it. ' 
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MR. SULLIVAN: You have never been up there with 
me, brother, I want to know what I am talking about when 
I go up there . 

H.M.JR: That is enough, ien't it? 

MR. SULLIVAN: Yea . 

H.M.JR: I would like you to start on this Monday. 

llR. SULLIVAN: Yes, air . 

MR. WHITE: Who do you think the beat man might be 
to mention it to? Vandenberg ia against us. 

MR. BELL: Ia Taft on t~a committee? 

H.M.JR: Besides Taft I would like you to talk to 
Vandenberg, and l would like you to talk to McNary. 
McNary always keeps his word. 

MR. ~~ITE : But won't Barkley be the first one to 
apeak to? 

IIR. SULLIVAN: I have him on this list. 

MR. BELL: How about ~aloney? He is really an 
important man on the Financial Committee after you 
eliminate Barkley. Wagner is chairman--

VR. ' HITE: Ia Wagner on the committee? 

llR. BELL: No, Wagner ia chairman of Banking and 
Currency. 
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UR. GASTON: Glass is on the Appropriations Committee. 

MR. BELL: But Glasa is next to wagner. Neither one 
of thSR is active on the committee, but this fellow Kaloney--
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WR. WHITE: It ian't in this bill at all. 

MR. SULLIVAN: If he ia going to ask about it, 
you had better tell me about it. 

H.~!. JR: Do you want to gin me any more advice? 

MR. GASTON: No. 

JlR. 0' CON!fELL: No. 

H.M. JR: I would like you to atart on this Monday. 

H.M.JR: Bell, are you aatia!ied? 

llR. BELL: Yes. 

">3 9 
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O.te -:.:&~l2ll-.. -...... 19 
Socretar,y Uor genth&u 

H. 0 . llhite 

Appended ar e , ~~ 
l, A copy o! your lotter t o Secretor!~ 

and Ill' . Berle • s reply. 

2, A lis t o! tbe countriee to whose Uinistor s 
o! Finance letters ore being sent. 

t'be UnitAd !tin:!d .. , China and Rnssi& arc 
not includ.cl hecause tbe State Oeporb:lent has 
alrea<ly eubaittAd tbe doc.-nt to tbG, 

:.rgentine and :>ranee a:-e l eft out witb the 
a;:>proval o! tbe State Departeent. 

The neutral nations in Europe , i .e., Swedon, 
( •r.ltzerland , Spain, Portugal L~ Turkey, arc not 

i ncluded in tbe liat, 

• 
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Em'ARTMENT C# STATE 
WAIHINaTOH 

llarch 2; 1943 

My dear Ur. Secretary1 

In reply to your inquiry reaard1ng the list 

of countries to whom tho monetary atabili~ation 

~lan prepared by Treasury experts mi 6ht be sent, 

it woul d seem appropria~e to aend t hia plan to 

.all of t he United i;at1ons and to all of the Acari-

· cah :•o?ublics ·;;h1ch are not United llo.t l ons , other 

thO.Q Ar: en tina. 

The self-eovern1nc Dominions shoul d, of 

course, be addreseed as ssparat~ natlons ; and 

India should li~ewise be addroaoed · aeparately; 

since Indi a has representation inde?endent of the 

United Kingdoo. 

Sincerely yours, 

The Honorable 

Adolf A. Berle , 
Assistant Secretary 

Henry ~:or;;enthau, Jr,, 

Sc.cretar::r of the Treuury. 

(Copy t o ~ . r.arr7 Whi te, direct) 
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Ad~1t1onel letters sent: 

!!lS :>xcollonoy, 
LiJ . Ylllll' Deroaao , 
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The ~1n1ster of Finance, 
Addis Ababo , Ethiopi a - dated 4/2/4 3 - s ent via diplo~tic pouch 

on 4/7/4) 

Colonel And rea Soriano , 
r.:ini~ter of Fine nee , 
coml:!OOI'Ieelth of the Philippines 
!litz Tower , Pork Avenue , 
]lew York , tlew York. - dated 4/12/ 4) - moiled 4/12/43 
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lHil "' aoc 
e o e .l .. LUa 

IIIIIUTES OF ltt:ETING 

ll&rcb 5, 1943, lltOO A.ll. 
- on ..a.r-J 

I!& a~ ll1nc, Wbi ~· Kouae 

Tbe llireetor (Prdoidin&) 
Mr. •icko.rd 
Mr. Jones 
111aa P•rl<ina 
111·. Bell (Ae~ing <>eerwt.ery of TN&sury} 

It!-. ""'1 th 
It!-. Brown 
t.u-. llarte 
llr . Ecc~.a 
llr. F lander• 
llr . llurl'a)' 
It!-. Patton 
llr. O'Neal 

346~ ~ 

J. • . llr. bell atl.ted that the Troaeury, "' a latur dat.o, desired to suomit 

a a.-orand\18 w1tll r•fer .. ce to ltr. EceJ.oo' propo&aJ. for pend tting tho deduc~ 

tlon of ov•rtima Pl'111'h!Dt$ under the ~ hour weeK free incomd t.ax•s by nr..-loyere 

Dot in tho oxcesd profit~ bracket. 

llr. Murray aho coc:o"" ted upon the 411 work • ••k J.n the 'teoJ. J.ndu••ry. 

He tat.imat«l tl'rtlt the inor"'''aed coat. or a 4H hour week: would. not. e"ceed 1.5 P•r­

cont, and he at...t.od t.hot the •x11t.1n~ profit.• of tho industry are ..,.,,J.:r ouff1o1""t 

to obsorb thb J.ncraased eoHt. tiowaver, /.lr. llllrr~ a01ert.,S thot thousands of 

work.,rJ in t.a~ldU4try •r.t: not. no.o wo•·Un.c mo1·• te.e.n Ulrk or four d&.)t~ po:tr 

•••I< an<l IIIWIY ar. 1nturm1ttontly unlllll: loyed because of c!wlges in production 

scnecluleJ, t.h• et.Uocu tion of cout.ro.ct s o.nd. ma t oriaJ. ... a Mr. Murray ci t&d several 

1n.-t.anceli ot such une; .&.oya nt, involrtnt; nany tnou.sanda or •ork"!rs. h., rurt.her 

n! re.::~sad th,. opinion that it wou.la. b~ JtOat. d1tf1cu.Lt to obtain li satt. ractory 

&J J·Uca tion or t.he 4!:$ hour work week to t.hiJ :=t ,eel indudt.ry, and at4 ted t.htt t. t.h" 

Unil..sd ->t.d•J. ••orkvr. of hmeric.a hLld been &tt.-em, .. tin., for :JOIIld week.; , w1U'I.out. 

::uccttss, t.o & 1t tnw inaw;t.ry on a 4S hour basis. &!r . ~my al.;o e:tlJ.,:td atten­

tiou W t.htJ tact tnat many o ,r thoeu who }JOint t.helr finaers at the •tat J•Y 

I'JIIV l~loiJGts" ot' wa.r woJ•karu ov~r.look the subutanU•l wnount o:• un >at,. !o;t'l:Cnt which 

COhlt.o.ntl.)' bu:t intumitt.&nt.l.y rOOuces th J wcomtw of a.a.n.v workers. 

Mr • .:..col•~ I:Uim1tt.1;1(( tho vu.lil.iit.)' or t..ne .. v b.S:..t!•tiOP~ but st.ci.t«l t.r.at. 

tJ1~i diu no t. au.inQA)' th~;~ tact t hat, ir• tlht ueonomy gunera11y, tn~tr J wao an 

en TWIO\l..& incr~sct ..n. : urcrtaaing poAd,r which ~d crtw.~ an 1nr l.etlono.t~· crisis. 

Dc.ou .... 1nd1vidwu lltll"ClehJ.p• exist, he atatvd, but thoy are 1nevitab1o. llr. 

l:ur ray and lolr • .:.cclo• bol.h ag~·ded that 1t would be lJ::pracUceJ. to •11•1nate 

ov r t1me yll)'llent, o1• to l.J\crea•o tho ba• J.o dtrnigb• tl.JIIu •eel< from 40 to 48 

he • · 

Mr. Patton ex,re: aed tho opinion th<..t too IIUCh ••~haa1o lW! b.kn ldd 

uj t.h~ .,J.oaan "&,.u.L1t.y or sacrifice". It ia iJI1J.OSifil> ... o, ho stated, to nc..ve 

~ -o~.L1t,y Of kcriflc• in • •rtic.e. .xJII'il y..oy.l.,· ~·t. k.U.lvd tillci Ot.h>11r - Jo not. • 

..... " V901JJ." '"t. hurt dconoal.cally and oth..n-6 ao not. We con not., h u wtrnt. on 

lo •">'• run a n r on tho bnu1• ot' .. very J.n<livJ.<lual t'nd ev TY &roup try1n~ to 
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llr. P'anaer,. upno. oed q....,.ent, ancl atat.ed that we aust. quicltl.y .... 
t.o wu concept t.ha t. uvory proble. ia now a war t-robl• - the probl•• of 
looor oro war l'rOb! .... , and liltewioo t.ne probJ.• s Ot indU.tl")' and •griculturo 
•ru ••r s'robJ.eas .. In a t.ota.l war, thertJ ia no uconoaio probln trhich ib not 
• wu.r vrobi ... 

Mr. l ooJ.eo ugreocl, and atatucl that wo abould, thorororo, oon• iclor tho 
1mp<~c~ of our tot.al progrum on tho civilian ooonoacy, inoludina tho sbo and 
ortoc tivonooo or tho "rillY which ·~ propou to raiae. lie oxprossocl doubts •• 
to whut h.r our civilian ecanOGI)I could 111eet tho uouble oblication of rais ing and 
""l'Pl)'in~ M &,.,.)' of the size now cantJm. l o tecl, aa woll ae supplying tho &•lied 
forces alret~d)' in the fiolcl , ancl equil'l'in& our &r"ID)' in a manner c.Ucuiatocl to 
aak : H uftectho in the . lAces wharu it woUld be Cdiod upon to figb~. 

2. lir. l'at~cn read a '"""'oraruium on tho ceneral toocl situation, which 
waJ aiatribut.ud t.o tbe .lh&bers o1" the Bo&.rd. The ra.aJ.ndor of t.hs aeetlng watJ 
c:on.:;.uattd by 4 a: uneral d i s cussion or thiu m-.ora.nd\11'11, all the ;areber,j .:art.1c:1-
;:aun,. 

• • • 

Tho •••l-ing adjourned at .1.:~0 w •oet again on .,.arch 19, at ll:OO A. ~:. 
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FARM and FOOD POLICY 

---- P•• pbut N•. 2 I• tb• S~ri11 ---

FARM PRICES for FOOD PRODUCTION 

t'l 
T H BODOR. B W. SCHULTZ 

T H B lO IF"A STATB 
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WARTIME FARM AND FOOD POUCY SERIES 

••• 
To mobilize our nation'• giant strength for war nceeuarily 

brings dr.utic readjuotmcnto in producing, distributing, and 
conouming everything we make. Citizens must know what has 
to be done in economic mobilization-and how and why. This 
series of pamphlet~, prepared by members of the Department of 
Economies and Sociology Bt Iowa State College, deals with 
the what, why, and how or agricultural policy and food 
m:anagemenL 

Pamphlet No. I, "Food Strategy," sketched the adjust­
ments in both production and consumption which will be 
necessary to match food supplies and reqwremento in a war 
economy. It outlined the national and international machin­
ery needed to handle food, and explained the need to build 
up stockpiles, to ration food at home, and to develop an 
extensive educational program. 

This second pamphlet, "Fann Prices for Food Production," 
trlc.ldes one of the biggeot problems in the whole food field. 
Farm prices have been the oubject of much legislation, and 
sharp differences of opinion have developed over the appro­
priate level for various specific prices. A large part of our 
difficulties and dilferences arises out oC a carry-over o( the 
depression attitude toward prices-regarding them u pri­
marily something to manipulate to give farmers more money 
inoome. Now food production is our major goal; but becauoe 
of this outmoded income emphaJis we are failing to usc farm 
prices effectively to guide production, and have let them get 
tnto such a snarl that they are actually discouraging mony 
urgently needed production adjustments. This pamphlet 
ttarts from production requirements and works out from them 
to determine the needed changes in farm prices. 

Edit.,;,} <Arnmiuu: 
AUa.TG. HA1iLT 
MAJtGAUT C. RIID 

A-, Iowa, February I, 1943 

T- w.santLn 
WALTI;I. w. WILCOX 

Co,...'RJGfiT ltfS. aY 11n; IOWA 5TA1'1 Cou,.u:r. Pu,.ss. Au. RIClHTI Jt.uuVD 

FAml PRICES FOR FOOD PRODUCTION 
T!IEODOU W . ScHULTZ 

Pt•Jwor of Atri<v/tvral UM~ks, I11CC4 S141e Collrt• 

PART I. FJNOINCS• 

Fann prices should be set up primaril)' to guide production. 
Some farm prices are now too high for best production, and 
othen nrc too low. This price siluadon i.s serious and adjust· 
menu are urgently needed. 

A. Production &quirtd. Farm production goals should reflect 
both our food needs and our fann capacity. The U.S.O.A. 
goals for 1943 are defective in that they do not adequately 
n:flect wartime reqWrcmento in our food needs. Nor do they 
sufficiently take into account the need to economize farm 
labor. These goals are tied too cloooly to past production 
pauemJ in agriculture. They fail to take into account the 
many possibilities or shifting agricultural resources from 1.., 
to more important uses. 

The main lines for adjusting and Improving the U.S.O.A. 
goals are: convert all available feed into animal producu in 
place of maintaining large stocks of feed i shift diets towards 
cereals, potatoes, and soybeans; economite on transportation 
and preserving facilities; adjust the dairy industry so that 
nutricnto oC whole milk are more fully uoed; and expand food 
·~pam~ is t.:.cd on I"CCIeAA'(h carried oa under Projcc:t Ill ol the 

Iowa .Ac;rituhural ~t Su.~ Iowa &ale Ool~ ~ Iowa.. The: 
ltt.ldy alto wu aided &y • ~~ (rom the ctivbioe ol the Soc:W SeicDca of tbt 
Roc*deUtr found.tdoft, NN" Yort.. 

Adc:nowkdaemcntt ol the ~nal co•uribudON made by iadiY'idu.ala 
appc:tr at the end. 

[I] 
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2 WARTIME FARM AND FOOD POLICY 

production in the Soulh. On lhe baJis ol lheoe criteria a new 
Jet o1 farm goals ~ proposed in lh~ pamphlet. 

B. Ftm~t Prim &qvjrrd. The test of fann prices lies in whll 
they do. They should be such lhat lhey wiU induce fannen 
to produce the right foods in the right amounu. Three a.s~u 
of price are important: (!) the general level of fann proces, 
(2) the relationship of farm prices, one to another; {3) fa.rm 
price uncerlainty. · 

The general level of fann prices is probably neither too 
high nor too low. They are not out of line with other Jeetors 
of the economy in view of lhe job that needs to be done. 

Prices within agriculture, however, are far from sati.sfactory. 
In many cases the foods which should be produced in much 
larger quantities are priced too low, while some farm products 
wilh a low wartime rating are priced too high. A survey of 
food needs and farm capacities leaves one convinced t.hat 
farm prices a.s they now stand wiU not do lhe production job 
that it required in 1943. 

There ba.s been an undue amount of price uncertainty 
confronting farmers. Thit has held up production appreciably 
during 1941 and 1942. The U.S.O.A. is now correcting lhis 
situation through price supports. They have, however, been 
developed too haphazardly. What is needed is a system of 
forward prices covering lhe production period of the com­
modity. 

Adherence to parity is at present a major obstacle to gening 
suitable relationships among lhe prices of the various farm 
products. Agriculture in our war economy bears no reaem· 
b lance to the situation in 1933 when lhe parity formula was 
adopted. 

PART II. THE ANALYSIS 

PurnNo AoR.JCUL TUR% ON A WAR BAm 

On the food front, as in so many ot.bcr pa.rts of the war 
effort, we are just beginning to fight. The achievernenu of 
American agriculture ln t 941 and t 942 are a matter for 
pride: our farmen, with the aid of favorable weather, have 
succeeded in pwhing food production up IS per cent, while 
releasing at least 2.5 million individuals to lhe armed forces 
aod industry. But none-the-less we are only beginning to 
grasp the immensity ol war food requircmmtS; and as they 
take shape it it more aod more apparent lhat we shall have 
to do much better tha.n we have done so far to live up to our 
national responsibilities in foods. 

All farm reoources must be resurveyed to find neglected 
opportunities for expanding food production. Rigid economy 
is needed. Our acreage is limited; a_nd in view of manpower 
needs in lhe armed forces and in industry, it will not be poesible 
or desirable to avoid some further shrinkage of agricultural 
rnanpowtr. To stretch our resources we shall have to ahift 
oonsumpdon toward foods which are relatively c::heap tn 
terms or labor expended, so far as lhis can be done without 
serious losses in health and worki.ng efficiency; and we shall 
have to prune mercilessly those branches of agriculture which 
do not help the rood situation wilh ndnor exceptions ror 
critical non-food materials such as hemp and long-staple 
cotton. 
Th~ production job it the big responsibility ol American 

agricuhunc for 1943. In changing their production plans 
farmcn arc "try strongly influenced by prices. It foUows that 

(3) 
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WARTIME FARM AND FOOD POLICY 

Am<rican farm price policy must be set up primarily to help 
steer production. We can DO longer afford to, rtga~ farm 
prices as rods in thtnudves. or to let .farm P""." pohcr !"' 
seHie<l for us by a mechanical oomparuon of proce SIOliSliCS 
thirty years out of date. In short, we cannot let the concept 
of "price parity" keep the prices of individual farm froductJ 
out or line whh wartime rood needs. A number of 1nsumces 
will np1~nr later in this pamphlet where parity prioe.s are too 
low for the best production results, and a number of othel'll 
where they nrc too high. When these instances ha~e ?<en 
examined we shall be in a positjon to analyte the paruy •ssue 
more full~; but in the next few pages the pri~e poli~y de­
mandtd by our production goals wiU be exammed wnhout 
reference 10 parity. 

1'11m f• ProtlwtiM 

It is the function of farm prices to gel Carmen to produce 
the right foods in the right amountJ. Fann prices should be 
sueh that they induce fanners to usc: 1hc.ir labor, land, ma .. 
chint'1', fertilizer-in fact, every farm ruouree-in a way 
that the aggregate food output will be a maximum measured 
in tenns or wartime food requirement$.. That in a nut.shell 
jJ lhC jOb O( farm prices. I 

\<Var requires rhi5 new focus in farJn policy. During the 
thirries h was a matter or managing surpluses and moincaln­
ing n decent level of income. '\Var has eliminated, ac least for 
rhc duration, chcse two basic farm problems. What were 
looked upon as burdensome surpluses less than two yean ago 
t\te now ~u. full granaries and large herds arc a blessing. 
Insc<ad of holding crops in check it ;, necessary to push them 
co che limic; iruccad of .saving our soils we: now n«d to expend 
them; inst<ad of bolstering farm prices they must be kept from 

FARM PRICES fOR FOOD PRODUCTION 5 

skyroek<ting. Meanwhik, it has become incrasingly harckr 
to produce food as farm machinery and equipment are ,... 
tioned and as men leave their plows ror batdcfidds and war 
industries. 

There are two main divisions to the analysis thac follows: 
first, what and how much to produce ln t 943, and acc:ond, 
what prices nrt required to do this job. 

A. P~ODUCTION ~EQUIRED FOR 19<3 

In selling production goals, both estimated food require· 
rnents and estimated productive capacity have to be raken 
into account. There is no sense either in setting production 
goalJ which we have no mearu or approaching or in wing 
valuable land, labor, equipment, and fertilizer to produce 
crops which are not urgendy needed. Fortunatdy, neither 
rcquiremenu nor production capacity are oompletdy risJd: 
We can and must fall badt on second a.nd third choices in 
filling tome requirmKT~ll; and we can and must shift IUOUI'CU 

from less urgent to more urgent production wks. 
Table I summarizes the production records of 1939 and 

1942 and production goals set for 1943. Besides the an­
nounced goals of the U.S.D.A., the table shows a set of pro­
posed goals intended to do fuller justice to cotuumption needs 
within the framework or productive pOssibilities. 

The U.S. O.A. goals represent the upshot of a good deal of 
$lud y by the Department of Agriculture staff. They are tied 
closely to "feasible production," and are buih up from ~he 
houom- Jtarting with tbe details or each lype-<>f-(arm•ng 
are..1. and combining these into state and regional totals ro get 
the national picture. On the whole, they provide a very good 
picture o( what farrnen art liktiJ lo f!todu« in 1943 in view of 
their production reeo<d and their probable reaction to the 
1943 prices now in sight. But obviously this is DOt a t~ghly 
satisfactory way to determine what they •tAl to pnJ11« tn 19-43. 
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TABLE I 
P.u• ~ ~. .... 1919 .um lt41, A~«» 194) GcM-u 

.... ..........- I 943 l'wlductloo 0ooJo 

- od ~~~ U.S.D.A 
19)9 19<2 Coo ... 

Commodity ......... .. r %ol Amoua 1939 ........ /M AmouJ ~.i' 
.. p n t1 Alf.IMal Pnlllwi.J (U n1t BilliON ol ou d.t) 

H::f and lard , .. 10. 7 13 . 3 124 11 .2 129 18 . 3 138 
Ike: and Yf:al. . ... 8. 0 10.2 128 10 .9 107 11.2 110 
Muuon and lamb. . 87 1.01 116 . 99 98 1.0 100 
C hk ltC'I\1,,, ••. 2. 6 3. 12 120 4 .00 128 4 , 2 13S 
Esr ....... · 4. 8 6. 64 138 7. 2 108 7 .6 li S 

S_.biCMaJ ,, ,, 26. 97 34. 27 m 40. 29 118 42.3 123 

Milk ...... It I • 120.0 108 122. 0 102 S.R. S.R. 
.. 

R. F..J Cnrfu (Uau. MiJJK»N ol Acru) 

Dritd btant . .. 1.1 2 .4 I)) 2.t • Ill ))6 140 
Dried ~ ..... ... . 24 . Sl 221 67 u s 7• 140 
RIC<. 1.0 I. S IS<> 1.4 93 1 40 n ..... -=·:: 3. 1 2 .14 92 l . IV Il l 391 140 -- . 

.16 .76 18 .76 100 1 06 140 

SUIM ..... 7.00 1.03 liS 8 .79 109 10 sa Ill 

Whut _._ ... 63. S S3. 4 .. S2 .S 98 S7. 0 107 

C. Fn/ f:nls (Umt. M1.Uions ol At:ru) 

Cora . .... 91. l 91. 1 100 9S.o' 104 100. 0 110 o.u ... : ... 35. 4 40. 6 li S 37. 3 92 34. 5 3S 
Birley . ... 14. 6 18. 2 12S 18. 0 99 20. 0 110 
Rye ... 3. 8 3. 86 102 3. 6 93 3 .3 8S 
SOrchmn .. , . .... 4. 4 9. 22 210 10.0 108 10. 1 110 

Subtotal., .. , .. 149. 3 162. 98 109 163. 9 10 1 167. 9 103 
. . 

Soybtat11 .. ,.,. , ••• 10. 9 248 10. S 96 12 .0 110 
ho~nu&a;,, , , , , , , . 1.9 • • 17 219 s.s 132 S. 66 m 
l'l.uo«d .... .. 2. 4 4.67 19S s.o 107 5. 4 liS 

SubcOC&l .• .... 8 .7 19. 7. 227 21.0 106 2) 06 116 

Clot:IOA. •• • • 24 9 24.0 96 22 S ,. S.R. S.R. T-... 2.0 1. 4 10 I.S 107 1 s 107 

SUboocal ... ... 26.9 2S. 4 ,. 24. 0 94 1.5 107 

F.,.,., t111 ,_,, 7 
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I. SnoRl'COlcL•cs or U.S.D.A. Go..u 

Several ddcciS o( the U.S.D.A. 1943 goab make it necessary 
co caJI (or .tOme major revisions. In particular: 

Ont. Fint and forcmo.~ theo< goals do not adc:quately 
~Hcct the chang"" that wartime rcquir<meniS have brought 
tn our food needs. This shortcoming ames from the fact that 
th01e "goals" were weighted too heavily by past production 
patterns. There are two reasons why this has happened: 
Fint, the lack of satisfac1ory cstimat<S or food rc:quirementJt 
played a part. "Fca$ible" fann production estimates were 
available, and not having another set of <qually well·formu· 
lat<d estimates for food ne<ds, the estimators werc dispoted to 
tie to the production figura. The second reason is that many 
worken o( the Department tend to think o( past uacs of (ann 

rerourccs u natural if not inevimble. The proc:cdW"< o( build· 
ing up estimates .,from the grass roots'' makes thtm reflect 
agricultural tradition and leava out food n-ts.• 
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8 WARTIME FARM AND FOOD POLICY 

Tu. ... The goals do DOt allow adequately fM the need tO 
c<:Onomize farm labor in 1943.' Incre:uingly, the manpower 
available for farming will bc<:Ome the chief limiting factor in 
total production. The goals should allow fM the inevitable 
continued drain of manpower out or agriculture, and should 
provide for more efl'ecdve mobiliution of the manpo.wer still 
there. This means, chidly, chat the goals should provtde for a 
shift in both production and consumption coward foods which 
gtve sacisfactory nurritioo with minimum labor requircmenc,s.' 

Actually, the goals la id out by the D<:partmcnt of Agri· 
culture are not so much a guide co farm price policy as they 
are a reneetion of the assumption that the structure of farm 
priocs mun remain much as it is. If farm prices were defi­
nitely regarded as an instrument or adjustment, the goals 
would not be !Ct SO clO!C tO 1942 levels or operation. The 
goals tend to lie prices rather than the other way about. This 
u their moot x:rioUJ wealmcss. 111C)' do not give us a !Ct of 
production fogures for determining required prices since they 
are a mim>r or what would occur with prevailing prices. The 
speeif~e import of this limitation will bc<:Ome mMC evident as 
we proceed to take up farm prices. 

2. MAJOR Cl<m:RIA FOR SETTINO GOAU 

In view of the great uncertainty as lQ how much food will 
be needed and of the uncertainty as to how much food a 
given acreage will produce under future weather conditions, 
there i.s no usc pretending that we can arrive at ideally 
correct figures for 1943.• But the data arc adequate to indicate 
the main lines of adjustment- roughly as follows: 

1.\ llttt pamphlet lathisi!Crin will cka1 indct;ail wilh tbt man~r pt(lbkm. 
• 'The COI"''ttt policy is wry ~n e-"CCD.pti&d i.n the Sc:ltctiYe Stniee ruli"C' 

wbkh rdu.e fO rq:ard blc:~~ehtd rday Mel attic:hoka ., a.cntial. but do 10 
rqard ~. BUt Oft a aumbtt of_larp -.a rdattd co prodUC'dOG pi& 
t.hk CON!daadoa am. ~ haw heeD ipcftd.. • 

• Tbc two lttl fJI eta ta Dt'CC'alry for maJWtc produWoa ...,... an:/-' ,,...,,.. 
.,.,, aod/- ,,..m. For looct ~uitu!x:ata: (-> Scatt Whh the foOd nttds ol 
... .,.,...} ............... ollhd< '""' priority; ,_ (lo) .... tloe lood - ol lhe otbtr Uaittd Natioftt for whitb there is tikdy to bo: thippit'll ..,.cc; DC:Xl 

F..,.,. ,_,..- • Nt 9 
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(I) c-:ntjtttl i•t• """'"" Jlrotlllds. With the exception or 
wheat, our feeds can be used in volume to nourish people 
only by conversion into animal products. We stiU have very 
large supplies of feed. Policy should aim to mobilize these feed 
resourcet as rapidly as possible by transforming them into 
meau, animal fats, eggs. c:.tc., and lhc:.n to accumulate stock· 
piles or the!C food,. Jc is bellcr to carry rc:s<:rvcs as cured 
mcau, dried eggs and milk, and other finished food products 
that can be scored rather than in raw material form at hoy, 
barley, com, and feed wheat. We need a minimum fc:cd re· 
serve. Beyond that for the duration we should aim co scrape 
the bottom of our feed bins each autumn before the new crop 
comes in. Next fall we are Hkdy to ha"·c a carryover of oom 
exceeding 400 million bUJb~which u twice as large as is 
warranted. ln addition, the Canadians now have about 300 
million bushels or barley and oats in excess or their domestic 
needs. Under present plans this extra feed u not likely to be 
utiliud. Then there u a large quantity of wheat available for 
feed in both Canada and tho United States-much more 
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10 WARTIME FARM AND FOOD POLICY 

wheat than is need«! for ftour 10 insure against a ahort crop 

and for poot·war food relief. . . 
At the same time, w·e shouJd aam to mcrc:ax ~t those 

branches or feed production for which labor requ~remcnts 
are not excessive-com in the Corn Belt, corn and pea_nuts 
in the South, sorghum in the southern Great Plai":', wheat and 
barley in the norahem Great Plains, Cl'C-o ln wang reed, we 
should concentrate on animals which a.re efficient converters 
or reed into proteins and fat$-which in general, means rc· 
serving com for hOS" rather than butterfat or feeding beef 
cat de to provide prime carcasses. 

(2) Shift IIJw<ITd tmols and pqtot«s in lilt ditt. We muu aim 
tO alter our diets in ra,•or of foods which roduce manpower 
~uirements per unit of human nutrient, because of the man· 
pow..- shortage and the impossibility or satisfying all needs 
with what our aCI'f!S will grow. In general, direct human 
consumption ol plant products gh-es more human nourish· 
ment per acre and per man-year ol work than can be obtain«! 
by feeding the plant products 10 animals and eating the result· 
ing meats and fats. It is our good fortune 10 have very large 
reserves or wheat. The production or potatoes can be ex­
pand«! quite readily. Ways and means should be found 10 get 
consumers to use: more b~ad and potatoes. Soybean Aour, 
meal, and gri ts rate high as foods. Their consumption should 
be proonotcd, eopecially to replace animal proteins. 

(3) &onomiu transport and premuing jat:ilitiu. We must :od­
just production to maximize the proportion of output which 
is produced near where h is consumedt and which takes a 
form which is easy 10 store and ship. This adjustment may 
take several forms. First, it means more dri<d vegetables. 
In view of the looming shortage of cannro goods, production 
ol dri<d peas and beans sbould be push«! as far as poosiblc. 
If we succeed in outrunning domestic needs, these products 
are ideal items for a stockpile looking 10 po<I·War relief becawe 

.· 

• • 
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they are easy to store and ship. Second, animal products 
should be expand«! in the South. Tbe location in the South 
or many military training centen and war plants creates 
heavy requirements for meat, fresh eggs, and dairy products. 
Expansion in these fields would not only increase national 
supplies but greatly simplify our problems or transport and or 
government purchasing. Third, the government should en­
courage 0 maximum development or family gardening nnd or 
d ecentralitro truck growing. 

. (4) Rtadjust doiT)·ing. While dairy producu-partieularly 
whole milk-must be given a very high nuu-itionaJ value, 
they are unfortunately very costly in labor. On the other hand, 
a large pari of the dairy OUipUI bas been going intO food UJCt 

much lower than fluid milk. Buuer leavu huge quantities ol 
skimmilk on farms. This is commonly fro 10 hogs and chickeou 
and carries with it valuable nutrients. A further Jws i.s in 
buucrmilk, much ol which is fro. It will prove to be good 

economy to cut milk production going to buuer. h is highly 
imporlant, however, to increase the amount going to human 
coouumption as whole milk and as dri<d products. 

(5) hoduct JHII iTIIItod of tollon in South. Given our present 
stocksl the production of short·staplc cotton has next to no 
wartime value: If all the •hort st~ple COltOn likely 10 ~pro-\ 

due«! in 1943 were to be dumped mto the Gulf or Mexoco, th~ j 
war effort would in no way be: handicapped. Ye1, we eonrinue 
to use vital ships to imporl fertilizer for couon. We should do 
well 10 think or cottonseed .. the major crop in the Collen 
Belt with colton-at least during 1943-as an essen1ially 

' useless by-product. . 
Co11onsecd is a uoeful oil crop, and cottonseed meal " an 

important high-protein feed. Bu< in terms of oil yield, peanuts 
do th~ times u well as cottonoecd per acre. • 

The cottOn industry is now about where the automobile 
induslry was in late 1941: What it needs is primarily to face 
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12 WARTIME FARM AND FOOD POLICY 

the fact that its raources are needed in che war. The im­
mediate adjustment ;. bound co be painful, as it was in 
Detroit. To minimize the necessary hardships and to make 
the adjwunents quickly and efficiently i• a job for thooe 
who know Southern agriculture from rhe inside. But since 
everybody knows that the Co11on Belt cannot survive many 
mote years without adjusting its agriculture, the conversion 
suggesced would' prove a blessing in disguise. 

3. M OR& APPROPRIATE COALS FOR 1943 

Major changes in che 1943 U.S.O.A. fann goaiJ are needed. 
The daca now available on which to formulate such judgments 
are fragmentary. It is possible, however, in most cues to 
point out the direction 10 lake. The changes thot we would 
make in the goals as announced, with brief explanatory noles 
for doing 10, are set forth in Table 2. 

Uu DNI miSII.st oj toals. A "'OI'd of warning muse be given 
on the usa to which the production goals are puc. To use 
them to allocate production quotas to individual farm~ 
;. a miJiakc. They do not lend themselves to chat purpooe. 
Buc for obtaining a general grasp of chc produccion job nnd 
for providing a basis for escablishing appropriate farm prices 
to bring abouc boch the necessary shires and chc uses of farm 
reoources, they arc esscncial. In fact, until goals of this type 
have been developed, there is no foundacion for either de­
termining Or tcSiing the adequacy of a given set of farm prices. 

When nacional goals arc used for the purpose of as.•igning 
co each farmer specific production quotas for each erop and 
each ammal product, they are bound co misfire badly. It is 
wcll·nigh impossible to go from, say, a 35 per cent increase in 
chickens as a national goal in 1943 to specific increases for each 

fann growing chickens by any direct, mechanical formula. 
What can be done ;. to establish a set of farm prices which are 
liktly to induce farmers 10 produoe 35 per cent more chickens 
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and then on the basi> oC the resulting price structure which 
confronts che individual farmer, 5gurc out ILitlt /uift how he 
should combine and use the raources which he has in ord . . u 
10 maxam~te the production on his farm. What the MA ;. 
doing instead is, first, to break the goals down co a state basis, 
then to counties, and then to individual farms. Thi.s procca 
of necessity becomes highly mechanical. While only limited 
ha~ !• done in the first two scages, lhc real damage cornea in 
as.<tgmng to each farmer quocas that reAcct chiefly a break· 
down ~f the county figures. Production quota~, or goals, for 
a parucular farm should be based : 

(1) On the price struccurc which will prevail in chac com· 
munhy and, 

(2) On the particular unique resources under the concrol 
and the command of che farmer concerned. 

B. FARM PRICES REQUIRED 

We are now ready 10 take up farm prices; we shall do this 
under three headings: Firsc, the general level of farm prices, 
for che purpose o( obtaining some insight aJ to whether farm 
prices as a whole arc out of line with other prices; second, the 
relationship among farm prices to determine rather spec.ifiealJy 
which farm prices nrc out of line one with another--and in 
this we shall cie back co the production goals; and chird, farm 
price uncertainty, which up to this year has been one of the 
major deterrents to all-out production in agriculture. 

t. GENERAL L&vEL oF FARM PRices 

Fann prices were among the first to rise as a resuh of the 
war. The big swcll c.amc in 1941 when farm prices, starting 
from a trough, surged upward fully 40 per cent. They rooc 
anothu 25 per cone during 1942, and they scill show no signs 
o( having reached their ercsc. Food production rooc a!Jo. 
More acres, more livestock, and cwo bumper crops in a row 
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14 WARTIM E FARM AND FOOD POLICY 

T ABLE 2 

A. A.,_,..~, 

tfOIJ and lard •.•.•... . . . .•.••••••. 
Btf.T and vtaJ . . . ....• , , , ••••..•• 
Mutton and lamb • . • ,., .. • . .. . •. , 
Chic.ken., .• •••.•• .. . . . .. • . .•.••. 
~9· ·············"''''""'''' 
Milk ........... . . . 

H. FHtl ar.,~• 
Oritd bt.t~» •.... 
Dried p<U ....... 
Rico . .. .. 
Pota iOC"t (lrilh) ••• 
Po&a1on (~) 

Wbt:at ., 

C. FMIO.,. 
Com 
0.~ ..... ..,. .. .. 
Ry< .. .. 
So.Jh .... . 

D. OiiO~J·• 
So,bc ... .... . 
Peattutl ., .•• ,, 
f'laQttd, •.• . 

e. c.uM ad TH.tu' 
Coi!Or'l.,,,,,,, .. ••• 
'fobacto .. •• •• 

. 

129 
107 
98 

IU 
108 

102 

Ill 
125 
9) 
Ill 
100 

" 
104 
92 .. 
9) 

liN! 

96 
132 
107 

?< 
107 

'·'·' 
140' 
140' 
9)' 

1<0' 
1<0' 

107' 

110' 
IS' 

1101 
as• 

1101 

110 .. 
llS .. 
liS .. 

... r." 
107' 
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16 WARTIME FARM AND FOOD POLICY 

made rca>rds in 1941 and 1942. The changes in farm prices 
since 1939 have been as shown in Table 3: 

TABLE 3 

"''htrd f'ourth 
Qua"~r Q.u;a.rter Year 

19)? . . . •••.••• 92 8? 92 " 92 
1?40 •• .•. •.•••• 99 97 96 100 98 
I 1>4 1. , , , , , , , .. . IOJ ll l m IJ? 122 
19-411 •• 0 •• •••• •• 147 lSI 160 17Z 157 

Has this rise been sufficient to induce farmers to bring 
idle resources into use, to put forth maximum effort, to hold 
in agriculture that manpower needed for a well-balanced war 
economy? 

Then: it a good deal or evidence that the general level or 
farm prices did not limit farm output during I 941 and 1942. 
farm prices advanced enough, or even more than was 
necCSM.ry, to make room for as much expansion as most 
farmers were prepared to undertake. Had farm prices risen 
to even higher levels thao they did, it is not likely that farmers 
would have produced appreciably more. This means that 
the rot• ~ txponsion of farm production during the past two 
years was determined primarily by factors other than the 
general level or farm prices. 

Were the increases in prices enough to hold manpower in 
agriculture? During this period agriculture has loot chiefly 
manpower; large numbers entered the armed forces; many 
hundreds or ~housands of farm people left farming tO seek 
employment m other occupations, mostly in war industries. 
In spite of thiJ exodus, it would seem on the Jutface that both 
farm prices and incomes were sufficient to have made it 

. ... 
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possible for farmers ro have kept their help b bide!' 
full r. · · Y ang~UCXCSS-

Y ~r the1r lttYlces against the competition ol6rms outside 
ol agnculture. Farm incomes bave illCIUicd more rapid! 
than haJ the wage bill of farmers. Farm wages bave rise~ 
from a U. S. average of 127.64 per mont.h with board in 1940 
<0 $44.17 in 1942, a riJC or 60 per cent. Factory wages durin~ 
the tame period (U.S. average weekly earnings) rooe from 
125.80 to S36.SO, an incrca.c or 41 per cent. ll is not that 
farm wages have failed to advance; quite the contrary, they 
have gone up faster than factory wages, relatively. But this 
hidCJ the fact that farm wages started from very low leveiJ.' 
. Tl_lerc is another aid~ tO the effect of the rise or farm prices. 

Dtd It cause an CXpallllOD or farm production at the expense 
or other industries? Have the high prices been instrumental in 
keeping n:sources in agriculture which were needed more 
urgently cbewherc in the economy? There haJ been oomc ol 
this. In spite ol the cxodUJ ol farm people, the high prices 
or oomc farm products have kept resouroes producing things 
which have a very low wartime rating. This certainly hu 
happened in the case of fertilizer, labor, and land producing 
cotton. Nor is this the only case. Such "hoarding" of re· 
JOurcCJ haJ been caused chiefly by defects among fann prices, 
by AAA payments, and by institutional factors; the Iauer 
often make it difficult to sblft resources quicltly in fanning. 

Jlon~priu 'ontrols. We must guard against placing too much 
stresJ on the role or prices in allocating resources. Within 
agriculture prices continue to be very powerful in inducing 
farmers tO shift thc use of farm reJOurccs; but a large number 
oC non·price controls .now govern the uan.sfer of rCIOU.f'Clel 

into agriculture ·~d • • t'O' a less extent, those going out or 
agriculture. New ftu;m machinery-what little will be avail· 

•A> abudy lodlca!Od,..,. <llhe ~ --U. doio ..n.. w!U be 
dnollnl co ~. ia whkh tbt COIII:lpks ~~tne~ otba:. a1 Wlri. Ia ~ 
.............. ..,_ .. .....,. will be .,....,..._ 
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t 18 WARTIME FARM AND FOOD POLICY 

able-will be rationed, and thus it doesn't maller how much 
fa~ are willing to pay. The same applies to building 
materials and fertili.er. Consequently, prices will not allocate 
available supplies; they will be rationed. In substance, 
resources outside of agriculrure available for farm production 
in 1943 arc not likely to be controlled by prices. 

Locking nt all resources in agriculture, the likelihood is 
that this bundle of labor and equipment will continue to 
shrink. It will do so because or the deterioration of equip­
ment which cannot be replaced and because farm manpower 
is likely to shrink further-as it probably should because of the 
vital importance of labor in other spheres.' Prices take on 
less importance as far as the relarion between agriculture and 
other ficldJ is concerned, but within agriculture they continue 
to play a most significant role. 

A look ot fNiriiJ. Farm prices taken as a whole are now con-

TABLE 4 

Prica Pricft 
Rettivcd by 

.""""' 
Paid by 

fartntn• 
.,.,...~. 
ol Parity 

1911)...14, . •••••••· .. .... . tOO tOO tOO 
1929.' ......... ''''''' .. t<6 167 87 
1932 . . •....... ......... . 65 t22 53 
1939 ........ 92 125 74 
1942 . . .. .... . ::::::::: :: 157 152 103 
J•n., . ,.,, 0 •••• •••••• • • • 182 158 ItS 
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siderably above parity as defined by law, standing in January, 
I 943, IS per cent above parity. Note the figures in Table 4. 

The above table, last column, shows that the prices received 
by farmers have been riJing much more rapidly than have the 
prices, taxes, and interest paid by farmen. This, however, 
is not evidence that farm prices are now 15 per cent too high 
(or formerly were nltogcther too low), because the parity 
formula is not based upon prices that arc necessary to induce 
fanners tO produce the food required; instead, parity as 
defined by law is based upon the price rclation•hiJ>I that 
occurred as the result of supply and demand situations that 
prevailed thirty years ago. The fact that this particular parity 
formula now puts farm prices at 115 per cent of 19to-t4 i• no 
evidence as to what farm prices should be. Since legislaton 
and farmers focus attention upon the parity price ol eaeh farm 
product, we shall return 10 thiJ price formula in the next 
section as it applies to specific products. 

1/ig/on lAnd Prius 

All of the potentials for a major land boom are rapidly 
developing in many agricultural regions. Does this mean that 
prices of farm products arc too high? High farm prices and 
the resulting high incomes along with many investors seeking 
the security they associate with land are contributing to the 
danger of sharply pushing up land values. There arc two 
things holding land prices in check currently: (a) the uncer­
tainty that the tightening labor situation has introduced, and 
(b) the fear of a post-war collapse. While it is exceedingly 
important to avoid a land boom during and after thit war, 
because of the long-run, diJastraus 6.nancial aftermath that it 
likely to follow in its wake, rising land prices in themselves 
do not mean that farm prices are too high to induce the 
food production required in 1943. The tell lies in gelling 

' ! 

I 
I 
I 
I 

' '. 
I 
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20 WARTIME FARM AND FOOD POLICY 

the food produced and not in the (ann rentj which ate cap­

italited into higher land value3.' 

• • • 
Our conclwion can be put as follows: The center of gravity 

of fMm prices taken as a whole is probably neither too high 
nor too low in cerms of obtaining maximum food production 
in 1943. There are good reasons for stabilizing fMm prices at 
nboul !he present level as we look towards 1943 production. 
Quicc emphatically, however, this does not mean th~l the 
price of each farm product should be frozen ac the prevailing 
level . In face, as we shall show, the conD'ary is called for 
becawe oome farm prices are too high and others are too low. 

2. PRICE RELA110~~HlPS WrnttN ACRICULTURB 

Again in relrOSpect, it appean chac farm prices in their 
relationships one to another have not so much hindered the 
race o( expa.nsion in farm production during 1941 and 1942 
as they have cawed some farmers 10 produce the wrong crops. 

ANUfAL PRODUCTS 

FE£1> 

By all odds the mos1 importanl prices wichin agriculture, 
as far as wartime food needs are concerned, are those of live· 
su>e:k, poultry, and dairy produccs, on the one hand, relative 
to che prices or corn, barley, oats, wheac uKCd for feeding, 
and roughages, on the other. 

Prices have favored the feeding of hogs and ca ttle, the m ilk· 
ing of cows, and the keeping of hens for eggs. Feeds have been 
cheap compared with animal producu. The race of expansion 
certainly has not been beld in check by feed prices. 

Good fortune and good management both contributed to 
the favorable price relationships between animal productj 

._:_The th«tlat ollht land boom will be: ~ted i.o a ttpwatc pamph.l;e1 io t.hb 
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and feeds. We entered the war with unpreeedenced scocks 
of feed; we were favored with bumper crops. On the aide o( 

man~gemenc the record of the government wu distinctly 
~nab~e. The U.S.~.A. early in 1942launehed an aggressive 
pohcy a1med at keepmg feed prices from spiraling upward. 
Had the DeparLment been passive in lhiJ matter, it iJ quite 
probable that a llrong, speculative wave would have carried 
feed prieta 100 high. The positive role of the Secn:ca.ry 
making plain in no uncertain terms that he intended to hold 
reed prices in check, the quick sa.IC$ of government-owned com, 
the baule with Congress to permit the Commodity Q-edil 
Corporation 10 IICII wheal for feed, !he calling of 1938 and 
1939 com loans held by farmen-all were signifkanc scepo in 
keeping feed prices from rising too fasc and thus choking off 
animal products.• 

Mon: might have been done in increasing the volume o( 

wheal fed during che summer of 1942. Abo, while the price 
charged for wheal sold for feed by the CCC 6ued the price 
struclun: of the major Com Belt stares, it has been ou1 of line 
wilh the value of feeds in che Plains States-rhe Oakocu, 
Nebra.ka, and Karua..-the very stales in which che larg .. c 
increases in livestock, especiaUy of hogs, might have occurred. 

The increase In com acn:age allowed by the AAA during 
1942 was not well distribuced because ic was allocated on 
vircually a flue pereencage basis and no1 according 10 produc· 
tive capacity or farms. These are the shorcoomings of the past, 
buc chey do not add up co much, compared to the bumper feed 
crop in 1942, along wilh huge carry-oven and the large 
scoeks of wheal available for feed. 
~Mt tW. 1huatloe with lbat which Pfn'likd dlolri1111 the other war, 
wha> leod pri<a .- Wvacod< p..od......_ The ChlcocO ...,.. .... ndo. 
lor .... mpk, "'""bed 12 ooly .... (l)oow>l>tt, 1917) ......... "" pniOd I­
A~ 1914, to the <ad olt.hewar. ).tOM oltbe time com WMuctediarcty deAl" 
rdatiw. to ..... $mi.1arly, Cuada cunuttly fiodl: •• .,. in • prb tqu«ae ,. 
feed ~ IIW:Icock. Ywtbcr CJtpatlllioe iD bqp a bdtlc chtdcd br &he ~tadw: 
biJh prke ol ked Ia tphc o/. the record c:ropt ol barley, oau., ud othrf bd 
atufl'f "h.atvatcd lo CaMda cJ* ,ur. 
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Cll<op FtttJ Polity 
The ou!Standing merit of chc policy thac has been pursued 

lics in che price ralios of nnimnl produces to feeds. They have 

favored feeding. In the figurcs which follow, we have a 

measure of these price ralia.. The larger che figure, che more 

favorable it is for fanners co feed. For example, when the 
hog-com ralio rises from 14.2 (1941) to 16.5 (1942), it tells 

us that hog prica have gone up considerably relative to com 

prices, aod therefore, it has become more profitable to feed 
corn to hogs. The trend in livcscoek feeding ratios is shown 

in Table 5: 
TABLE 5 

I l<r.!O· l9 1941 19•1 

Uot~• 
~ ... .. .. . II 9 14 .2 16. ) - 1).1 16. 7 16 I 
~ ... ... ······ 
&ur:tfal 29 1 24.• 14 • 
tttd ····· 

~·· .............. 17. 1 18.8 19.0 

--
Favorable feeding racios may lead co a deple tion of feeds. 

But we are still long on feed . The task is to get more of it fed . 

Have the effor!S of the Secretary co hold feed prices in cheek 
curtailed feed output? There is no evidence thal they have. 
The acreage devoted to feed crops was 15 per cent larger 
in 1942 than in 1939. Moreover, this inercasc would have 

been greater had the AAA not held com in check. Nor 

should it be assumed that feed priccs did not go up. Corn 

prices, for aample, were 87 per cent higher during the fall of 
1942 chan they had been four years earlier. 
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FttJ for lfJ.f.J and 1944 

The feed granary forrunacely acill bulges with com, and 

chere never were larger wheat rcscrvcs. Many old school· 
houses, churches, and barns were filled with wheat last fall. 

Elevators and terminals arc full; In wheat we still enjoy a 
cornu.eopia. Vee with all chis grain we may find ourselves 

short of feed in 1944 because of chc tcalc oC the livcscock pro­
gram on which farmers arc embarked. Thill, it is imperative 

that we lay our plans 10 grow u much feed as p!li!Sible in 1943, 

and impase no rc:s.tric:tion on wheat and com aaes. This 
year's feed crop is next year's pork, eggs, beef, and milk. 

Fttrl goals. Let com and barley go up; hold oacs and rye 
down; and then produce a lithe wheat pcmible for a feed-food 

reserve-that in a few words is what needs co be done for 1943. 
Since it is no! likely that the personnel or AAAcan rcallocace 

corn acreages to get maximum production (before planting 
time), it is bcucr to let eath farmer produce all the corn he 
deems bcsc. This means abandoning the com acreage allot· 

ments and, what is more, encouraging farmers to expaod their 

corn.'• 
Specific proposals for feed crops arc u given in Table 6. 

FttJ prius. The prospective feed·livcstock prices basically 

favor our food requirements: feed supplies arc long, and feed· 
ing ratios are wide; hence, there is a strong inducement (or 

fanners 10 expand further their oucput of animal products. 
Buc n formidable c loud is gacherlng on 1he horizon that may 

~ 1ttp bu ~'UIJ shQr«<mlnp. Many (~ will jump their QOrtl 

aorc•1e to thdr own diAdvutq:e; we 'inow (rOm put cxpHkncet that tome 
lat'l'l'litn do pl• ot ft'IQn! com dwl lht true lllt\U lion waJTUU.. In Olbtr WOrd&. 
co ll)l'l)e t.artN D t'Ol"D .....ouJd proctuoe a ~ tupplr ol fttd bca11!1t of the 
hiJh f«dloc value <I ....... ,....,_ ud .... <I ......... -bk ""!"~ 
a. IO)'bcane wbkh ~ UDdcrYalt.xd rdatiw tO ('(It'D br maoy IAra:w:n. 
forca ate Uo at wort pushiAs larem Ia the~ ol ~ IDUCh CDnll wbna 
Ltfl wholly~ ~k-. 110 JCI C*~ht ~pod .doa 
rw:xt yt.at frttlr'll com &0CD AAA ~ .. tadf to duil r.a- diMd­
v n ihaft hOiditll to AM allocawatt. FortV.aatdy. the U.S.D.A. hM 
._:ftO~Itd (Jan. St 19"43) that it wiU QOt hold to AM a11otmc:ota; farmcn are 
pcrmlucd tO ovcrptant. 
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TABL£ 6 

Ao"eii'O ln lourJ':r"' ..,...m., E•dmated 
1942• fot 19') U. S. Farm R~ul~ 

l'ri«o, D«. U. S. Fann 
In Millioi'IJ ol AUu 1S, 1941' l'ricc roo- 1943 

Com ........... 91.1 tOO.O .80 • 80" 
Barley ...... "' "·' 20. 0 .42 .65' 
Sot& hum (Jraln) ..•. 9.2 10.1 1.07 t . tO' 

40.4 34 .5 . 47 . 40' o ............ ' . .. 
).8 ) . ) ·"' . 50' RY" .............. 

I AJ rtponed by u .s. O.A. I 
I Avtracc u. s. farm prket .. or :Dettmbtt Is, 1942, per bUihtl, except or 

10f1hum whkh II per 100 pound~. Soutce, U.S.D.A. 
• PI~ or mlnut 5 ctntt a busbc:L 
• Phil or m.iaut 10 untt & hu~ pound~. 

quickly become a deva.nating tornado. The trade and many 
rarmen are bullish on feed. Withholding com for higher 
anticipated prices is a real thseat. Feed prices may choke off 
lhu toc:k reeding e:\"en to the excent of "hoardjng'' our now 
Jtill large feed rescrvco. Com and other feed prices are on the 
move; already protein feeds have skyrocketed in spite of 
unprecedented supplies. Last year the Secretary was able to 
brake feed prices by selling CCC com and by getting Congress 
to let him dispose of a small quantity ofGovemment wheat for 
feed. This year, however, ace h ... virtually no com tO 11<:11. 
Will Congress permit the sale of much larger quantities of 
wheat for f<:fdl.. Certainly shat i• what should be done. Yet 
Congress may aecide tO hold back and then act too late to 
check the swell in feed prices." 

If action is delayed, it is all too likely that h.igh feed prices 
reJadvc co livescoc:k prices will become a major economic and 
political issue by late next fall and early 1944. One thing, 

~ tht. wa. writtcft. the ~t hal placed a cdti.ac Oft com prices 
C•oiJaa. lit 194l) aut.u SI.OOabushdat OUc.p. 1lU tDOYe it lkc:ly tO 
kttp tipuulluvc burtq iD the trade ac a minim .. ,.. but h probably wUl DOC 
Jlft"'"Ul com pricca Ora Carmt. &om~ funbtr. ' 

• 

t' , 
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patently, needs to be done: Mobilize wheat and make u 
much ol it u poosible available for feed during tbe spring and 
summer of 1943 to make room for a large wheat crop next 
fall. This action would pave the way for ina-easing the wheat 
acreage and would thus assure a full use of wheat-producing 
retOurcc:s. U.S.D.A. goals do not allow for this expansion • 
The excuse for continuing AAA restrictions has been the diffi­
culty of storing and transporting another big wheat crop. The 
merits of feeding wheat go unacknowledged. AL110, we need 
to take advantage of the large feed supplies available In 
Canada. 

Mtals, Milk, and Eggs for 1943 

Production of animal products started up sharply in 1941, 
gained momentum during 1942, and is headed still higher in 
1943. This expansion is wholly warranted; our large feed 
supplies make it poosible, and we need the additional meat and 
fat. Both the U.S.D.A. goals and prices are broadly in line 
with food requirements and with what fanncn can produce 
during 1943. We recommend major changes in hogs and 
chickens, u the figures in Table 7 indicate. 

In the production sphere several major coruiderationt must 
be borne in mind. They are: 

1. There iJ the question: Which animals are the more 
efficient converters of reed into food? The answer ls not easy. 
Milk cows rank high whtn oil milk prod•cts ort ustdfor humo•ffJOd 
but fairly low when only the butter is used a.nd the skimmilk 
and buttermilk are fed to hogs and chickens. Hogs rank 
higher than milk cows kept for butter p~uction whe~ COW1 
arc fed much grain; also, hogs rank htgher than chtckens. 
Beef cattle fed on com for nine to twelve months to produce 
a top d>Oice or prime carcass are usually_ less efficient tha~ 
shorter fed cattle dressing good to low choice. But all ol thu 
8S1UIIles that a given feed supply can be used to produce 
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TABU: 1 

Our 
U.S.O.A. fl~"l:j I Eodmal<d ......,......, Coo~ llcc!um 

Ja 1942: for·~) Cot 190 U. S. Farm U . S. Pann 
Pri-· Price 

J n BiJ1iooJ ol Pol..utds ,.~.u. 1942 for 194.) 

ll~ .......... ll .l 17. 2 18 . ) 1) . 60 1) . 50' 
Be and wal .•.. 10.2 10. 9 11.2 11.140" 11 . SO' 
IAmb and muuc.n 1.0 . 99 1.0 12. u• 12. 00' 
Chk lttm .... .•.. ) . 1 4. 0 4 .2 .20 . 23~~' 

~~o ........ •· 6. 6 7.2 7. 6 . 39 . 40' 
• i k .... ·····- 120. 0 122.0 Sp«. rcc. 2.94 Spec. r«. 

either milk, pork., chickens, beef, ot' munon, which is true 
only within rather restricted limits. Obviously, the ranges 
must be uoed for tattle and sheep, the pastures of the Lake 
States and Northeast for milk cows or other cattle. Yet in 
most of the Com Belt there is room for substitution in feeds 
which makes possible big shifts in livestock enterpri .. s. 

2. labor is a key element in producing animal p roducts. 
Dairying probably takes the most labor, and labor has become 
the limiting factor in mos1 milk shed•. Chicken• also take 
much labor, bUI on most family-type farms 1hcy absorb labor 
not otherwise uoed to take care of crops and to do chores. 
Hogs, cattl~, and sheep require less labor but very special 
care ntthe lime the young arc born· that is very true of Jambs 
and liule pigs. ' 

• 3. ~n there are ~biological limits to the rate of ex pan­
liOn. Chaekens can be mcreaoed quickly: A period of three 
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to six monlhs brings new products to the market. It takes 
two to three years to produce a dairy cow. Cattle and sheep 
ean be multiplied less rapidly than hogs. 

4. Closely related to the above is the response of farmers to 
higher prices. In the time span of a year, higher prices bring 
about the biggest expansion in chickens and lca!lt in milk and 
mutton. Hogs iank next 10 chickens. 

Hogs. The U.S.D.A. is calling for about as many hogs as 
can be go1 by way of price incentives d uring 1943; hog prices 
even several dollars higher would probably not incrca..e hog 
production appreciably. An average U.S. farm price of 
SJ3.50 it about all that can be done via prices, unless feed 
costs move up oharply, a danger that should be averted by 
moving much more wheat into feeding charmcls. By non­
price programs hog production, however, can be lifted by 
fully a billion pounds (making it 138 per cent above 1942 
output) . The means to be used include subsidy and credit 
programs that bring feed and equipment to farm families 
still having JOmt labor resen-e and mearura that•upplement 
cheir management skills.. 

Colllt/., mtal. As long as the feed supply ~ts, the ton· 
nage of bee( can be increased by not only fattenmg the m?"e 
select feeders produced in the Range states but aiJO by ~uu~ng 
an extra couple of hundred pounds of flesh on many nauve 
cattle" produced on fanm. These arc cattle that are Je .. well 
bred and usually )e., well fed as calves and young stock. By 
using corn and oLher feeds to add weight to this common 
stock, more beef can be produced. The price structu~e work~ 

b OPA and now in effect appears to favor feedmgof th~> out y , · ' h · 
kind. It discourages long feeding necessary for the top c oaoe 
and prime grades but makes it attractive to feed for the ,.....,. 

grades. rod • . Mulllltl . Of the several meat animals sheep p . uctlon 
has been least responsive to higher prices. Lamb pnces have 
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risen 79 per centlin<:c !he beginning of 1939, but production 
has increased only IS per cen<. Higher prices arc not likely 
to bring forlh more output next year. 

Chitkms and eggs. It is In chickens and eggs that much more 
can be accompli•hed both by prices and by non-price pre>­
grams. Fusther <xpansion of !he poullt)' en terprise on moot 
fanns taps !he labor of the wife and children. Chickens can 
be expanded rapidly; the volume of eggs and chickens should 
be increased, espcciaUy in the Plains states and in !he South. 
Higher farm prices foe eggs and chickens, a forward price 
chat fanners can bank on, plus a little credit, 10me equipmenc, 
and perhaps a small amount of subsidy would step production 
very much higher. 

Milk. Milk is a complex of many produc!S and ma11y 
markc!S. To speak of a single goal and an average U. $. 
rann price is quite mcaningle.u. Prices which various fanners 
rroeive for milk asc only looocly interrelated. Milk produc!S 
IICTV(: a wide range of uses. The impoetance of milk in both 
the food and farm coonomy and the inherent compl<xity of 
milk production, markeu, prices, and distribution make it 
advisable 10 U'Cal milk at greater lenglh !han is possible in !his 
pamphleL" Because of the difficulties of expanding ourput 
at this time, the main objective in milk should be to usc more 
clfectively what is being produced. 

ANUoiAI~ PRODI.'CTS 

\Vlllo\'r 

Nowhere in agriculture i.5 thtre a sharper contrast between 
this war and !hat of 1914-18 than in !he case of wheat. In 
Woeld War I f....,.,.. of this COUnlJ')' were assigned the "bat de 
f?r wheat" into w'!ich they put their very best effort. This 
hme:, thus far, wheat has been a. burden in Ca_nada and United 
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States. Storage and ll'anSpoetation facilities have been over­
extended by ever-mounting suplwes. 

H we look upon wheat as a bread grain only the wheat 
economy, like ~he cotton ~onomy. has been roo 

1

big. It# a 
long tlo~gomg bac~, 1n the main, to the expansion of 
':'heat oocaSloned by !he other war and thechangesindcmands 
llnce then. Wheat Bous for civilian we, for the armed forces, 
and for <xpoet docs not warrant as many farm reoourocs in 
growing wheat as have been cmplo)•ed. But wheat is more 
than a bread grain. ft!Atal i1 a ott,;, rtsnu. 

h abo is <xcellent feed for dairy cows, chickens, and hogs. 
A major mistake lies in not reeding more wheat. Our wheat is 
well located 10 move into feeding channels. What is more 
important, wheat rarming is intertwined with livescoc::.k. Many 
farms that grow wheat also produce animal produc.IJ. What 
needs 10 be done is to make it worthwhile for these farmers to 
feed more of the wheat they grow. The principal obstacle 
to this is the high price of wheat. 

Wheat has been overvalued. Wheat prices have been 100 
high (a) 10 let farmers usc wheat in large volumes as feed, 
(b) to encourage !hem to shif't acres from wheat to other feed 
crops wherever lhcse will produce mote feed uni!S than wheat. 

Wheat prices have been responsible for expanding suplwes. 
1 rutead of allowing the price to fall, two devices were used 
which, thus far, have been notably un•ucccssful: (I) Through 
the AAA we restricted wheat acreage, and (2) through the 
CCC wheal has been subsidized to induce farmers rouse more 
of il as feed. Selling wheat for feed is, however, fairly recent, 
and thus (as it has been quite limited. 

The changes in !he price ratio of the prices of bogs, beef 
cattJe, buuerfat, and eggs to the ~e ol wheat in five Plains 
Slates ha'"' been as set fotlh in Table 8. 

Since 1939 !he ratios of prices of hogs 10 wheat and a!Jo 
eggs to wheat have bocome more fa•wable to feeding hogs 
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T.ul.£ I 

·im 1941 19<3 

~ ••• 10 I 131 

8«1 11.6 10.8 10. 8 WJi'Cil •.• . ... 

Buu<rlll . l6 •• o .39 
wneat ... . . .. 

~ .. .... . :tl .26 .27 

--
Sourtt: U.S.D.A. mat.eri.a.lt.. 

and producing egg1, going from 9.9 to 12.8 in h<>g1 and from 
.23 10 .27 in eggs. 

II it nou:wonhy thai the 1942 produc1ion ol eggs and h<>g1 
in the wha1 s1a1cs txc:eeded oxpecrations. In the Dakotas, 
Ncb<Mica, Kansas, and Oklahoma, hog numbcn are up 
virtually SO per cenl o''Cr 1941 and eggs a full 25 per cent. 
Part olthis cxpaMion is recmoery from <he bad weather and 
poor crops of the past decade, bu< most of it has been induced 
by prices favorable 10 h<IS' and eggs. Milk production has 
not changed much in these states, a! one would expect from 
the price structure. 

FnrJn resources in the wheat area are under~employcd in 
terms of our food needs. \Vc must convert whcnt into a more 
valuable asset than has been accompli<hcd thus far during the 
war. The answer lies in using more wheat to produce hogs, 
eggs, and chickens. To accomplish this end it iJ necessary to 
recognize thai wheat is overvalued. 

Jlllr<ol for 1943 

AAA restrictions on what s.bould be lifled. Farmers in the 
spring wheat area should be encouraged 10 increase their wheat 
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T.uJ.£ 9 

31 

~ 
Our 

U.S..OA "C:...d I r...i ... l<d Jitcpor.td Cool R~ulft'd 
10<19<2 b 1943 for 194) u. s.·~ u.s. ..... 

In MillioN of Nra 
Pric,, Otc Price 
IS, 1,..2 for llMJ 

\\I'M:at. •• , •••. S3. 4 S2. S S7.0' 11. 10 .u• 

•The nl • o Y djUI(IR(.I'II poulbltt a t thu time an wliHtt wheat Ia to mll\lmllf> 
the ablndonmem of &ti'C"'JCI this apring. Had tM soala: b«n Itt Jan tall w~n 
winter whtal wu plAnted, a.o ure~ 0160,000,000 totaJ lor the Unlkd Staltt 
~u leuible and would have been deiirablt. At thU date, "'ith only 1.he plantll'lf 
1n the tprln1 whut arta remaining, the iooreue attai.oabk 1.t libly to blrinrthe 
total to the: nclghbofhood of 51,000,000 acres in compatiton wh.h S) 400.000 
ln 19·42, U. s. coc-.1. ' ' 

' Ph• or mlnllt S ttntt a bulhd. 

acreages. A lower wheat price, however, should be main· 
tained, one that would lei what find its value as feed, which 
would be elooe 10 the price ol corn. Lower wbeat prices would 
protect ftaxseed, barley, and corn acreag<s aJ wheat is tx· 
paneled. There will be IOIIlC sections where 1he feed crops 
would, in fact, be increased a1 the expcnx ol wheat should 
wheal be priced as a feed grain. The lower price would abo 
make it easier to further increMe the acreage of fla.xse(d. 

The task ahead of us is 10 open the Aoodgatcs lhat now hold 
our wheal surplwes back, rrcc 1hcm for feeding and thus lc1 
enough of the when I run into 1he feeding channels to ma.ke 
room for next year's crop. Meanwhile, we hope that nature ~ 
will favor us once again with a bumper crop. 

ANIMAL PRODUCTS 

OOTTON 

The couon economy olthc United Stales has been poorly 
adjusted both 10 markets and 10 rcoources for many )'Cars. 
All 100 liulc has been accomplished in bringing about a 

solution. 

Regraded Unclassified



32 WARTIME FARM AND FOOD POLICY 

We limply ha"" too much land in cotton. As things now 
stand, che agriculrun: of the South is not making anywhere 
near the contribution 10 the war of which it is capable. 1 n 
our total food and fiber needs for 1943, shore staple couon has 
a very low priority. It is true thac domestic uses for cotton 
have expanded abouc as much as exporu have dropped, but 
large carryovers have accumulated from past years. These 
stocks are still so large chat we could well afford 10 puc most 
of our cotton-producing resources to work turning out eggs, 
hogs, and wherever possible, beef and milk . . 

The price relationship between animal products and cotton 
is one or the factors thwarting this shift. Couon prices have 
gone up more than animal product prices. Consequently, it 
hru become less advantageous to produce hogs, cattle, buuer­
fac, and ew c.han cotton. The following figures (Table 1 0) 
are ratioo ba!ed on farm prices in the six leading cotton states. 

TI\BU 10 

I t9l9 1941 1942 

C.."t.. . 69 . 6Z .6S 

8ttl • 
~- .. . 6S . S4 , 49 

6ultC'rfat • 
COuon .... . . " .... 2.S9 2.Z7 Z. Ot 

~· .... . ... 2 .04 1. 79 l.S9 

• A pound ol hop to a pound of cotton, 
• A pound of tattle to a pouod o1 couon. 
; A pouftd of buuufo~t ca a pou.od cl <OC.toa. 

A dow. q:p to a pound ol cottoa. 

To interpret: As the figures decline, the price situation be­
coma lea favorable to feeding Ji,·estock, and conversely, as 
the figure riJCS they become more favorable. For example, 
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che drop in the figure for hogs-.::ouon from .69 in 1939 to 
.62 in 1941 means that the price of begs had dropped con­
siderably relative to the price of cotton. u 

The data in Table 10 show that since 1939, prices or animal 
producu have become less favorable in the South relative to 
cotton. 

The upshot is that as far as price incentives go, they ttre 
inconsistent with the nation's food rcquiremenL,. The prices 
of cotton have been so high that they have induced farmm 
to use fertiliz,er, farm labor, and other rarm resources for cotton 
rather chan finding it profitable to shift these to the production 
or feed and with thiJ feed produce the urgently needed animal 
producu. Plainly, we have encou.raged a miluse or farm 
resources in the South. 

AAA policies abo have been largely on the side or conon. 
lf there were no restrictions oo conan acreage in 1943, 
with present high cotton prices, the acreage would jump 
cremendously, which would be a ID05t serious mistake. 

Thus, there cxisu a buic dilemma. Cotton is priced so 
high that farmers use every possible measure to grow as .m"':h 
cotton as h is possible on the restricted aaeage, pounng m 
labor and fcrtiliw to accomplish this end. The IOSJ i• great. 
Should AAA acreage renrictions be removed. however, even 
a greater misuse or farm resources would occur. AAA allot­
ments should be much lower . 

War requirements afford the nation ~ major ~pportunity 
to correct a few of the maladjustments lflhcrc.nt m JOUthcrn 
agriculture. Thus far we have failed to do so. Measures 
must be found 10 increase the income of southern farmers 
through farm produces thac we need as food in 1943 and 1944. 

•n.:~othop.bttf.buuUU.taodqp=~.!'ic!!dr«ri~~~ 
io Tuaa. Mw..ippL. Otlaholu. ArbMir:l. die · r«riftd hf t.nDm. 
Iodine coc1011 tta'tt. ooc wdP~; ~ coctGO a P;: • .,... bruit OiC'C9C""" 
U. S.. avu • • WM tmplor«L All pnclCS att 0D per 
wbkb an. per Ooua. 
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The situation might well warrant putting the prices ol eggs 
and ot tome ocher animal produces, as has been done with 
peanuts, much higher in the South in order co make it highly 
profitable for farmers co produce these more euenlial prod· 
ucu. The problem, however, i! exceedingly complex. With 
the high couon prices and the high AAA benefic payments 
all pulling in ba•ically the wrong direction, it is d ifficult 
co devise nnd manage programs wilh •ufficient pull co bring 
the reoources around co the production or food needed 
(or war. Vet we must not miss the opportunity. There has 
not been a lime during the past three decades when a more 
favorable over-all situation prevailed for correcting oome or the 
economic defects which plague the South. We need more 
pcanulJ. We need more soybeans. \Vc need more sweet 
pocacoes. These are all crops in which tome pares or the 
conon·produeing areas ba•'C had experiences. Enough feed 
can be grown co expand very markedly the number ot eggs 
and chickens, hogs, and perhaps abo ot cacde and dairy 
cows. It is in. this direction that we mwt move, using prices, 
credil, subsidies, and other measures to accomplish thiJ end.14 

OIL CROPS FOR 1943 

The U.S.D.A. turned in a remarkable record in 1942 when 
we lost the Southwest Pacific and with it one of our main 
oources of oil. The Department at once cook seeps co induce 
farmers to expand oil-bear-ing c rops. In this they were most 
succcssJul. The acreage of soybeans1 peanuts, and flaxseed 

1; Hoc prktt h .. ~ b«n mc.t r .. vorable oCt~ te\'ttal animal ptoduca n:la dve 
IO coeton. The bot: tftltrprDc il U.O om cl thc cuiu onu co unckr..U and co 
upt~nd, aftd It It ln hop chat we find the: ~c cxpanMon In 1941 ovt:r 1941. 
The PIObabk: proci!Ktion oa Carmi 6or 1g42 in the' nlt~t Judi~ CCMton ttatu of 
tht South it up 2S ptr «AI ova that ol l94L (Molt ol \hit I.Reftak, ~. 
C'&me In the two ttatn of OlLJ.homa aftd Tau.) The produc.tion ol:!;. aJoo 
u tnlcrpriK which can ~ cxpanckd rtadity. Thil ptOCtuct., In tc o1 tht 
WOI'WftlAI ol ib price relative f4 cotton. hill btu lnttcMCd ......,nl lty In tht 
So.th. f'"or t.hc- Mmc llin~t stata. cp: prodoclioa lor 1941 w• It pu cc:nt hlchn' 1h.u Ia I 9-41. MOil"CCW::', the IDCrUfit it 'Pft~ IIMK'h lftOft evc:nty &mCMIC 
tlw: ttalft than b the a.: "'itb bop. 
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jumped from 11.1 to 19.7 millions. Cushing capocicy now 
looms as the limiting factor. 

What about the prosram for 1943? Foll<>~>ing (fable II ) 
are the main figures for the du'Ce leading oil crops. 

TABLE II 

At:rt:agt- U.S.D.A. 0"' f.&tltrt.411td 
Rcpo«ed Coal>, ~d U. S, Farm Requited 
ror 1942 194) f'ri«, U. S. Farm 

I n M Ullom of Acta 
Dt<. 15, l'>l<n. 

1942 190 

SoybeaN , •••. , 10 . ? IO. S 12.0 I.S9 a 00' 
Peanuu •. ,, .• , . •.: s.s S. 7 6.19~nub) 6$0' 

3.97 011) 
Fla....O ........ 4.7 s.o S. 4 2. 36 a 60' 

• Plut or mln~;~a 10 cc:nb a bwht.L 
• Pl~o~~~ or mlo~;~a )0 cc:ntt ptt cwt. 

SDybtans. In spice ot the difficulties ot getting the 1942 
crop crushed, toybeans should be increased again next )'Car. 
With AAA reslriccioru removed from com, it is going co be 
harder to do this.. 1 twill cake a larger price intt:nth'C than was 
necasary in 1942. But soybeans provide not only oil but alto 
prote ins valuable in feeding li\'<Stoek and abo can be used 
for human food. 

Ptonuts. T his is one war crop that belongs co Lhc South. 
Peanuts yield about three times a.' much oil per acre :u couon· 
seed. Prices should be raised further oo induce a 35 per eeno 
increase over the very large acreage of 1942. 

Flaxsttd. There is much room for more flaxaccd. ~~would 
not require 3 higher price chan 52.60 per bwhel- •f wheat 
wc.re not overvalued. 

SOME ontEA FOOD CROPS 

&a111 and fJtaJ. These 1wo protein foods ha•'C h_igh food 
. ot · hem ·'--· can be recalled dry; values; uutead eanntng t , u ..... , • 
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36 WARTIME FARM AND FOOD POLICY 

Tld!LE 12 ._..... 
0.. 

Atffop U.S.D.A. .. ~d Eldmattd 

R<po<i<d Goo~ U. S. Fvm R~ulred 
ror l942 for IIJ4} lor liM} Pri«. u.s. ratm 

Dtc. U, Prl<e, 
lo Millioru ol Acres 1941 1943 

Or1ed bcant •••• , . 2.< 2 .8 ) . 36 S. t2 6. 00' 

Dried pc:at , . •... . Sl . 67 ·" <.lO 6 00' """ .......... 1.5 '-' l.-10 1.62 1.50' 
J'oca1oe• (lrlll1), . 2.8 ) . 2 ) . 98 I. 12 1..10' 
S""'tCI pocatOH., . ,76 . 76 t .~ 1.10 !.lot 

• Ph .. or nunut lO (l(nU per t OO pounck. 
• Ptut or minw IS ttftU per bwhd. 

11ora_ge is not dil!kuh, and both ean be expanded . A higher 
po-iee will help do it. 

P«•I«J. With the growing searcity of food>, potatoes should 
be ineruoed sharply to assure an abundance. Supplies io 19•2 
were wmeecssarily small. A mueh bigger crop (acreage) should 
be planned for 1943. The increa><: in the potato goal an­
nouneed by the U.S.D.A. on january 17, 1943, is altogether 
too smaU. With average yields (193()-39) of 112 bwheb an 
acre, it will take ,.ri.rtuaiJy 4 million acres co provide enough 
potatoes to assure consumers 10 per cent more lhan thi.s 
year'' crop plw non·civilian requirements. In addition we 
should urge the Canadian•s to expand their pouuo acreage 
to increase I he margin or safely. 

f"ARITY PRICES WITHIN AORICULTUR& 

. f~rm prices were among the tint [0 takt on major political 
llgnaflcance. They became the storm center of politica, pres .. 
JUre groupo, and price legislation. And the end of this is not 
in siaht. The vas-t output of war materiaiJ which cut civilian 
supplies and expanded individual incomes made for in­
R.ation. Laws t~ conu-ol prices followed with the legisla­
uve and cxecuuve branches in disagreement about farm 

• 

• 
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pricea. The chief stumbling block, so it appeared, was the 
parity po-ice ~ormula" to which all or the major fann legislation 
had been ued. Congress wanted to rcvix parity upward, 
while che Pruidcnt insisted on its staying as it was. The 
t\dminbtration contended that a higher farm parity would 
mean higher food nnd filxr prices, which in tum would make 
it nc«ssnry to rai!C wages still further, and thus the upward 
spiral of prices could not be checked. Lcgislaton justified a 
h igher parity on the ground.s that fann costs were ri!.ing, but 
much Of the pressure for higher fann prices waA due tO di,.. 
satisfaction with the labor and wage policies of 1he AdminiJ· 

trat.ion. 
What have been the merits of this political tu_g-ol-war over 

farm prices? How elote "-ould parity eome tO doing the ptO­

duction job that we have outlined as neeessary for 1943? 
It would miJs the mark completdy. It would hold severely 

in eheck thole foods needed most urgently; it would expand 
otht:n having a low wartime rating. It would cawe wheal to 
be hoarded, feed to be stored, li.,..toc:k to be curtailed, and 

oil crops to be cut. 

~ 

"""me • laO """"" • '"' or SO% ln the oC SO% In the 
pc;ca, intcrat, pri<:ee. lnunte, 

Nwme the laml iu'td t.UtS paid and IUtt paid 

pOet ln ltlo-14 by tarmm. tbr:O by fanntn. then 

to have beco: parley~ 
,...,,_, 

Wbl'at \f:.j bu.) •• s 8S • •• llll 
.06 .. 

c..- .) . . t2 
3.60 tO 10 

ll!f (<WI-1-- .. 
1l!D 2 70 ItO 

CAttle (cwt.) sao u , 
luucrlat (1bJ •• 26 

Regraded Unclassified



38 WARTIME PARM AND FOOD POLI CY 

To roroc farm prices back in10 the 191G-14 strait-jack<r, 

called parity, when compar«< with requir«< prices, gives the 

following di>paritics (Table 13) . 

'rABLE 131 

r..um!'~ f.a-ttnl lO Whkh p.,..."""' 
R<q..w-..1 p.,;ty~ , .... , , Prien Are 

aom...ocfily Jor1t4) """' Ovt ol Lirx 

Rye (bu.) •.. so 1.14 cw" 100 P" ecru toO hf&h 
Sotcbum (cwt.) . ... , 1.10 I. 91 
Whtat (bu.) ........ as 1.40 7S to 50 pu ant too hilh 
OM~tl (bu.) ., .•..... ,40 .6) 
Badey (bu.).'''' ••. 65 . ?8 SO to 20 per cent too hl•h 
Owft (bu.) ....... .00 1.02 
Sweet poutoet (bu.) . uo 1.39 •*•"sht 
.......... (bu.) .... 160 2.47 

-~--·-· ... 6 00 S. l2: 
hulton \tN.). . . • . '"' 1, 14 
Ri« (bu • •...... ISO 129 
Hop (CWI.),,,, • . • , 13.$0 11.49 
f\1,f, (d ... ) ......... .40 . lZ 10 to )0 per Cttlt toO low 

keM (lb.) . ... .. .23 ' 18 
Lambl (cwt,) ..... . , 12.00 ? . 29 
Soy bun• (bu.) . , . , , 2.00 I.S2 
C.ule (cwt.) • . •••• 11. 50 8 .S6 
Pnaub (cwL) ..... . 50 3 .71 40 to SO percent too low h•• (t;w~.). ... 6.00 3. 30 

• 

Parity prices will not do the necessary production job in 

1943. Nor can the farm production be gotten by adjusting 

parity upward to 110 per ocnt, 120 per cent, or :IOIDC higher 

parity figure or by including rarm wag<a 08 is now proposed 

because it does not change the relative position o( various 

farm priccsi some farm prices would still be out of line­
more of Lhem too high, 110me still too low. Parity tied to 
191G-14 i> simply out or date by three decades. The price 

structure which prcvail<d just prior 10 World War I has 
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becOme as oboolele 08 the automobile or that timr. [,·en 

eying parity to mote recent )"<US would not.,h-e thisdiffic:ulty. 

T o take, say, 1 93~39, although not ntarly as dd"<etive as 

191G-14, would still fail to give • '"" or rarm prictt which 

would induce rarmers to make the beat use of Lhc.ir reJOurces. 
Farm pricca thus hitched to the pall would nol give us the 

type and volume or rood production which is required during 

wartime. Parity calculated in tmnsor 10mc: past period simply 

means being backward. It means using the dead hand or the 

past to tell us what to produce next )'C&r. ln.stc,.,d, food pro­

duction should be shaped by present needs and by necdJ 10 

come." Farm prices, accordingly, should be forward-looking; 

they should be related to whac is required. No past price 

structure, however rcccnt., can mer:t that ta.t.U 

3. FARW Plue& UseaaTMNTY 

Farm prio<a ha""' been notoriously undependable. Price 

uncertain ly has been especially great ror the very farm products 

or which more production has been needed to meet war 
requirements. Jn a halting and fumbling manner, auempu 
are being made to inuoduce more et-rtainty into (ann prices . 

prices. 
The commodity loans have been cmpiO}-cd to impl'O'"C the 

dependability or pric<S or some t rope, and have been fairly 

successful in the case or feeds. There has been, however, a 
persistent tendency to authorize nnd insi.st on ev.cr higher 
loan•. Tbooc: who press ror higher loan• usually lose Jtght or the 

M111t of the crop as a resource. Thit leads to "freezing" of 
supplica. The inevitable result must be • cliscrcditing or the 
commodity loan 1echniquc, u ahhou.gh it has much to ton· 
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40 WARTIME FARM AND FOOD POLICY 

tribute as a mco.ns For red.ucing uncerudntics growing out of 

fluctuations in yields. The more recent intrOduction of price 

ftoors is also an attempt to lessen price uncertainty. 
While considerable price dependability has been attained 

in the price of basic crops during the past six )>ears, the price 

experiences in animal products have been far from reow:uring. 

Here again th<re is consid..able difference among the prod· 

ucts. Price fluctuations in cattle and butterfat have been less 

pronounced than in eggs and hogs. The extreme changes in 

the price of hogs prescot a.n acute problem. For example, from 

1937 to 1939 the monthly average price of bogs r>nged from 

$5.03 to $11.45, and from 1940 to 1942 from $4.82 to $14 .10. 

Is it any wonder that fanners treat hog prices as highly un· 

certain? They are forced to discount current prices. \\•hich 

means that the capacity of a given price to induce the desired 

production is greatly minimi•ed. 
It is possible to manage an administered price in such a 

way as m enhance itS certainty features; it is apparent that 

prices can alto be handled by administ.rators so as to increase 

the undependability of farm prices." To some extent during 

194 I and 1942, it is the Iauer that happened in hog and 

cattle prices. 
There is little doubt that the rate of expansion in animal 

products during 1941 and 1942 was adversely affected by the 

price uncertainty which prevailed . Some of this uncertainty 

~ex.ampl~1 go .. 'Uftment offi.cia.b have mack tUittmenu which had the 
dl'ct't of malrll'll latm prica. .appear even more uMerttin. Throughout AM 
ci~ in Ol"dfor to Induce l'.a.rmat: to patdelpate In AAA=.ama, lt wu ollen 
.aiiC::rttd thait uad latn~~m C'Uttaikd thdr eropa. a vuy dtop in price wu 
litdy to oocur the~ year. "''11at IUittrotall wtte &tt dn:iubted ·~ 
Wmen at lht diM t.hr 1941 ud 19-Cl ~ ""'ft'e launched. ~ ''Pftdie­
tioo&," p~~wndy, wtrc BOt barKd on cdlioomk a.n.ai)'N. They baiLed 1Mdr: to the: 
~tasttOphlc C'•pc:ric:ntt o/1932 and 19lJ, Cryi!IJ to male: ic aeem plauai:blc thlt 
if bis crop; Wtte productd in 1941 and 1942 thit u.r~ pritt upukft(c would 
f'CO(CUr, They wcore inteoded to .. tcare'' f.annen ltno panidpauna in MA. 
Some olthe ttatt-mt-nu a:lvu to tht prt• durlns the tummcr and fall of 1941 
by OPA offlciala .00 had the etl'ect Q( cl«:«uing the d~~:pcndablllty of farm 
prioc1 in the mlnda ol fa~n.. 
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could have been eliminated. But because it prevailed 

fanners were reluctant to respond fully to the --~ f bl' 
'ed' • Th -, avora e 
oe mg rauos. c examples are mJiny. Take one-there 
was ~ery. reason to expec1 fanners to feed hogs 10 much 
heaVIer wctghu than formerly as hog pn'ccs iner-eued rd · 

th 
. ( aove 

to e pnce o com. And )"CI throughout 1941 and 1942 
there was no appreciable change in the weight o( hogs mar· 

kcted. As hogs reached the usual market weighu fanners 

were confronted ~vith the choice of selling their ho~s a t the 
then favorable prot< and be sure of their retum•, or feeding 

them longer and running the risk or a substantial price 
decline. Throughout this period farmers generally vi"''ed 
has prices to be so uncertain that they ehooe the recond o( the 
two alternatives. They did llOI feed their hogs to ha.vier 

weighu. The result is thar we have had subo1an1ially less 
pork than would have been produced had hog prices been 

more dependable. Thi~ situation was col'rectcd late in No­
vember, 1942. Within a few weeks hog weight~ started to 

climb and promise to go up much more. 

FORWARD PRICU 

The uncertainty in fann prices can bt: minimi:ttd for the 

fa.rmer through a S)sttm or forward prices, prices which teU 
the far,mcr at the time he makes bis producrion plans what he 

can expect for his products for the next producrion period. 
The price announced for soybeans a year ago was of this type. 

Fann prices uncertainties arc costJy in two ways. fits[, 

there. arc many farmc::n who do not respond to changes in 

relative prices simply beta .... they ha•'t learned from bitter 
experieoces that (ann prices are alwa)~ changing, always 

subject to change without notice, and for them co try to out­

guess the market i.s futile. They, thert:forc, resort to a kind 
of traditionalism in fanning, staying with the same crops and 

... -
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42 WARTIM& FARM AND FOOD POLICY 

the same livestock they have always had regardleas of the 

changes in food needs. 
Second, there are other farmcn who try to adapt them­

selves to changing prices by building flexibility into their 

farms, which permits them to shift quickly when form prsceo 

change. They do this by building extra com cribs, more 

hog barns, cattle sheds, brooder how<s, which allows them 

to get in and out with the flux in prloc. This extra equipment 

also has its cost. 
The capacity of fann prices to guide, coordinate, and 

regulate farm production would be enhanced""")' substantially 

by minimizing uncertainties or (arm prices. The ranner ~·ho 
now is inclined tO stick whh hi.s traditional crops and live­

stock would know that it would pay him to shift when prices 

changed because he could depend upon the new price strut· 

turc, and this would rcsuh in a better we o( the resources on 

such farms in producing more neatly what society needs in the 

way or foods. Likewi!e, the farmer who keeps a considerable 

investment in equipment which has the oole purpo!e of pro­

viding him with flexibility would shift this capital and usc it 

for cuncnt production. 
It would be a mistake. however, to set up forwar:d prices 

for long periods ahead. Forward priocs should be restricted 

to one production period. For grain crops this would mean 

one year. The price should be announced well in advance of 

planting time and 1hould be specific as to time and place and 

as to type and quality of commodity, suffieiently so that each 

ranner can ascertain sp«ifically what the price means to 

him in his situation ." 
The initiadon of support pr-ices for some farm commodities 

by the U.S.D.A. is a IDO\'C in this direction. This technique 

has a good deal or promise. The support prices, however, 

FAR M PRIC&S FOR FOOD PRODI.iCTIO~ 

~re IJ:eing ~ntroduccd all too haphazardly. Too little thought 

•• be•ng g•ven to their production effects and to wa)'1 and 

~ans of administering them. NO\-a-thelcss, the few support 

pr~ccs that h~v~ been established are likely to reduce farm 

pnce uncertamtles measurably. They wiU induce more food 
production with less price. 

On the political and congressional front there is, ho\.~-a-. 
a real danger that these support prices .,;u be pushed too 

far into the future. Instead of ln51ructing the U.S.D.A. to 

revbc these priocs at the beginning of each production period, 

they may be frozen by law for the duration and even for oomc 

years in the port-war period. Such a policy would tum out 

to be exceedingly cosLly; mo~ovcr, cost which can be avoided, 

and all of the advantages can be obtained by tying forward 

prices to the production period of the farm product. Changes 

made in prices at that time minimiu the price uncertainty 

features and maximize the capacity of farm prices for food 

production. 

* * * 
AtknOUJitdgemtnls: J. Rtgina/d Bowri"' ••d Gordon L. Burt .. 

wm ruponsiblt for prtporing most o/ tht basic siDiistitol toblu on 

g .. ls •nd priw •J>P<•nng in this pompAltt, D. Cole ]olwon aM 

Oswald H. BrtJ«mltt tuSistnl in fomlli•l•"' 1M jodgtNtlts tnttl 

assumptions undn(Jing tlw gMis anJ uquired prices. Professors 

R. Sehi<ktle, A. C. Buntt, G. S. S!~ephtrd, G. W. S11tdtcor, ]. A. 

Hopkiltl, rtad tit. fvsl draft oM 1Mdt Mpflll lllggtsliDill. Pro/tSSOTS 

A. G. Hart, Matlttrtt G. R.tid, owl W. IV. 11'•/t~Lr, i~ lfdJ,ti,. to 

projll.sional criticism gaoe muclt Nip r'n IMir tdit,ial capacilr'ts. 
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• • • SUBSEQ.UENr PAMPHLETS 
will follow this ooe at intervals rL a few weeks. Tbcre will be 
fifteen or more in the ltlics, each dealina with a c:uciaJ prob. 
!em ol our WARTIME FARM AND FOOD POU CY 
including: • 

Food Str~I<IJ (Published january 21, 1943) 
Farm Prous for Food ProJU<Ii .. (1'hiJ Pamphlet) 
Fi~tol Pcli&) and Food M"""'tiMII 
Manpow.r Program for Agrirollvtt 
CommoJil)l Loans and Prict Fl..,s 
A Dail')l Program Streamlined for War 
Rtmodtlli"' tlo. AAA 
Conlrolli"' LaM PriUJ and SaUs 
Diuidi"' Food Am.., Cilli/ians 
Mt~Mds of EduuJi"' c..-..rs 
lmptooi"' Nlllriti011 ill Wartime 
••• ond Otltns 

• • • THE SOLE PURPOSE rL each 
pamphlet will be (I) to bring together all the information 
pertaining to ill subject, {2) to preoent an uobiucd analyois 
of the information, (3) to suggest a wartime program for the 
subject under dilcussion calculated to contribute to early 
victory for the United Nations, and (4) to place information 
and suggestions in the bands of leaden in positions to initiate 

the necessary action. 

• • • YOU MAY ASSURE YOUR­
SELF of receiving each of the first fifteen pamphlet~ promptly 
upon publication by sending your order with $1.50 to the 
IOWA STATE OOLLEGE PRESS, AMES, IOWA. Or you 
may buy a single copy ol any pamphlet at 20 cenll; or 10 or 
more copi'" o1 any pamphlet at 16 cents each. In all caoeo 

tmtittll1tu lftiUI JCUrrpnt.J .,U,. 
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!let! OM 1 J'lln;IDre ta>1oc 

ROOI> ~,o MUneo)' Buildl.ne 

JIA,9750 
vaeh1116tcn1 D, C, 

VAS!!OO'l'OII lbreh :>-- /.1:!. 1l%184U.te epacU'1c pl'O(p'eu for 1ncreea1J>,a fOOd producttco 

1>7 epproxit~<~tel)' .1! b1ll1co o )'e01' at preeent CODalDir pr1cea vee preeented tc4c)' 

to t he liat1onnl loonotlic Steb111cet1on Board b)' Jomea G. Pottan, Praaident ot the 

tlatiOMl Formers Ull1on. 

On& dOllar inYeated Ul food productico D0V Vill get COe dollar and fitt)' CentS 

in food at the counter later, Patton aatd, 1n urglJl,a that ana billion dollars be in­

.. ated v1th 1,:590,000 farcera now prodw:t.ne at laaa than eapacit1, . • 

"n-d1ate adoption or an adequate fOOd polto;v ia eaeenttal to back liP tho tlllS­

nlficent porton:>ance or our mlttar)' torcoa end thoao or our alliea, • Pet toe dec1or­

od. "The people or our count17 are baooclns deopl;y concerned that ve will not be 

oblo to earr7 out our OO<Il1taonta durt.ne and attar tho vor. Tbo;r vent to earq out 

t~oeo ootltl1tcente, Tbo;r vent to v1n tho var and help build a docent and durob1o 

JlO'lOO . Tboy do not vent their srondoh1ldron to t1Qbt World war l'lo. ' · 

•we need to face up to aoce bae1o queatione 1n Asriculture. 14 our obJect1Ye 

oerel7 to tr;y to ca1nte1n preeant production 1enle or ehall ve tncreaae thnf Shell 

vo sh1tt our land ra"aoureea, el<Uled rena manpOWer and equipoent ttVBJ trOll aurplua 

and lees Yital crops to Y1tal cropa tor vhtoh dat1cita are nov apparent! It ve are 

to etep 111> and con•~ our production t o -t the needa or the var and poet-var 

per lode, Bball ve CO'IIllt tn, equip and ut111le all our tan. fallliltee or ehall ve per­

lllt c_.oielited agriculture to take over at an eccelorated rote? In other vorde, 

ve should decide vbetber f.-.11)'-t)'pa faratns ie to aQl"five ae the pattern of .-riean 

earloulture. I bol1evo one bneic dotllr'lll1notion noeda to be 11111de nov: tho li?teorn-

t1on ot teat -t f 88 • atr old or dew>croc 1a 8 tunda¥ntol or 

our nat onn po or. o eiii<XIatra tao """'D8 our 1111 ioo era all1 tea 

lies the beet hope or tncraaet.ne our t'ood production ebould 1111lce that datarlllinetian 

easter , 

"Oount 1n tho tre.ndoua unuaad reaourooa of all Jllllerioan termer• aod ve can do 

the food production Job •• voll ae tho 1ndWJtr1al var pro4ueti011 Job baa been done-­

and better, The vo.r food Job can be done." 

Petton ae1d the 1,}90,000 farmer• vould be stvon aid atailar to that 6i'ren 

b6},000 PSA borrowers 1n 1942, vhen auch termers, anl)' 7·61> or all foi:Wlre, produced 

}~ or the total tncroaee in 111111< production, 2~ or the total tncreaae 1n 417 beans, 

l~ or the total 1ncrooeo 1n 08138, oh1olcena end peanuts , and 91> or tho total tnoreoae 

1n pork. 

A table Bbovtns b7 Statae the appro:rlmote n\lllll>aro of tarmera vhoao productiOil 

eM be •tertall)' tncreaeed 11ato, tor ex&~~Ple, about ,a,ooo 1n oocb or tho Steteo 

ot nunoia, lbdiona Iovn en4 Robrool<c vho oon aubotontiall7 tnoroaoe preduction 

Vltb t bia &art O f G8~iat~O, In M100011!'1, 90,000 fnnoBX'O enD bO OBOioted tO 11111~ 

aubatant1cl 1nc:rooaea 1n production; 6o,ooo 1n Tennoaaoe, eo,ooo 1n Alobnlllll, 85, 

In M1at1ae1ppi1 and 145,000 1n Tome, 

, 

• 
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Patton did not lim! t hie propoe&la to under-financed, under-equipped and under­
•mplOfOd termers, but aleo propoeed etepa to maintain increaoed production on the 
natlono ' tvo million moat efficient farms by better utilization of machinery, and 
tho reoru1 tment, trainil18 and u.ximllll uae of migrator:y labor, :you the and vaoen. 

For all tarmara, Patton proposed a program for credit, uoo of prices and produc­
tion goale to get production ot cc:aD04.1tieo aoot needed, price tloora, crop tneurance, 
earl7 oc:.q>letion of Congreuional action on appropriat1one eo that fan.era M:f lcnov 
vhero tho:r stand; tho integration of all farm agencies; expaneion of count:r and tovn­

eh.lp oc.oittoea to include repreaantation of all tJPOI of farmera and fan. labor and 
tho convoraion of food marl<et1118, procooa1118 and d1otr1but1on practicee t o meet var 
time nee de. 

Diaouoaing the uee or prices and of production goalo ao toola 1n 1noreaelng food 
production, Patton said: • . . 

"In, of apd by theuolves, prlooa cannot be relied upon to produce vital foode 
In tho kinde and quantities needed. But properly a 4Juetad and ueed vlth other tools, 
prleeo can be of great service. 

"Reliance upoo per1t:r prices vill not get 1ncroaeed food production. Increoeo 
or parity prlceo by the inclusion of coot of farm labor, paid and/or unpaid, vlll 
not do the Job. Part ty Yll8 not invented or de81@!1ed to eet production; 1 to purpose 
vaa to aeoure the relative position of farmera in our eoonOI!I)'. 

"Tho preeent farm prioe lenl is about right to help production--neither t oo 
high nor too lov . Pricee muot be etabilized at the prooent level. But, vtthtn tho 
llat of farm prices, adJustments dovnvard and upward are necoaoary in order to get 
the kinde and quanti tie a of foode ·and fibr e a moat needed." 

Tho propoaale aro baaed in part upon special etudioe made b.l' the Bureau ot 
loqlcult ural Econamica of the Ul'li ted Stetea Department of Agriculture and b.T 'nloodor e 
't. Schult&, PrOteeeor of Agricultural !cancmtca, rova State College . 

(Text of PrOpoeal Attached) 
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S<J!! FARM PROGRAMS IIEEIED TO MAIIITAIII A!fl) IIICBl!ASE FARM 

PROiliC'l'Iaf A!fl) TO HOLD DOW!! J00D SHCI!TACil:S A!fl) IIIFLA'l'IO!I. 

Proposed b;y Jemee G. Patton, Proetdent, National Fermero Union. 

The propoeale herevi th presented are eueeeeted tor action during the coming 
,.on the to improve var production on f8l'll18 be tore the Spring of 1944. other etepo 
then tboee auegeated here are undoubtedly needed nov. 'lbeee propoealo dO not call 
tor full convere1on ot agriculture to meet the delll4nda of total var. Agriculture hae 
b)' 1te Mture lagged behind industry In converoion to total var. Full conversion vlll 
require more time than 1n any Other eeot1on of our notional life. COmpared to the 
Brltlah, or tho other 11111Jor nationa, our faraing bee Juet bogun to ccnvert. lis ehould 
bo no elovor than the uneh4n8eable o;rclee Of eeeeone, crope and Uveetocl<. • . . 

It Ia probable tbet extraordinary fOod delllllnde Will leet t.brou8b at leaet the 
nut three orop eeeeoruo. 'lberefore1 our farm poUo;y ebOUld be baled on the need& and 
peeelblll tlee for oonveraion in tbet period, rather than being 11011th·to·"""'th end 
yeer·to·7eer adJUatmenta . 

But for the 191>3 erop eeasco, e ehort view and tee~ action are essential. 
are gape in the progrem offered. Hovover, it 11 preeentod vith hope that even 
~~ruch 1111provoment vill be of greet value. 

some of theee propoae.le are nov before the Congreeo in reetrictod or incomplete 
tom. The prino1plae of othere have been adopted by t he Department of Agriculture, 
but plano tor their execution ere insufficient. Still othara ere under diacueoion in 
tho Department, and could be acted upon quicl<l;y. One of the propoeale, that tor 
neighborhood lllllChlnery and labor poole, hae been put into action 1n one State alread;y 
by tarmere Independently of direction trom lieeblngton. 

Halntelning and 1Dcreee1ng farm production depend& upon tvo types of act1vitlee: 

1. tho direction and orgenhation of pruont produotico fao111 ties to 1Mure 
their 11101t efficient uae, 1n terma of the changed fOod requirement•; 

2. the enlarpent of our farm plant t o allov tuller uea of the labor and 
Cthor oepeo1t1ee of aome 11,0001000 farmero vboeo operetlcoa ere belov 
minimum atanderde of eftie1onc:r. 

~ th1e ahould be added the necessity tor a rapid ovorhauling of our practices in 
proceea1ns and oonouming farm products, so ee to attain greater use trom our supply. 

Both the Job on the farm and the portion of the Job vbioh lies between the 
r8l"loer•a gate and the oOMumer•a table require bettor leadership by Government. '1'1118 
leadorehlp muot place more local reaponoib1li ty on termers, their organization& and 
C<n!ln1tteeo . Government leedorahip vould be better underetood and vould elicit more 
efreotivo effort It It oa:e trom a einglo integrated direetion of the ver et homo . 
Thla might be attained b7 edainistretive ac~ion or b7 adoption of the Tolan-K1lgore· 
Pepper Bill, tho prineiplee end prov1eiono of vb1eh ha•o the full eupport of our 
organttatlon . 

Hero, in 1\lll:liOarl', are the 1:16Jor propoeele vbl ch ve ere nov making: 
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(l) IM.!'!l..~'!!.t .'!!.~_I!!U!~ dollar• of Focl.uctlon capital 1n the -t au1t · 
oble of t laili,OOO,OOO leu-procl.uotlve f&n!!J and extend tlaes appropriate farm DW>aee· 
zaent aellotanoe eo ae to eeoura approxaatelJ' a 10 per cent 1norea.ee in our c1Y1llan 
rood eupp!J' dur1ne 1911,·44. 

(2) orsonite neie!lborhood •ohlnorz and labor poole throughout the nation to 
1nereaeo the efficient tull•tl.M ,, .. ot ectu1-nt and unpover on our 2,000,000 moet 
etrlolent f8J'IDB, 

(') tneure adequate eldlled farw lebor b;r increa.elne the Preoident•o $65,000,000 
epec!al tara lebor bucleet requut, Jll"CCIPtlJ' puttine that prosraa Into effect eo that 
a land arJ117 Of 1100,000 IIIOblle vorlrere can be orsaru&ed and utll!ted omder pel"Nient 
e•perrta I on. 

(b) l!ncouraae heavier pto4uot1on and uee of feede, uldng u.s. and Canadian 
.. ppUea of vheat available at lov pr1cee. SUbsidize cotton producers to encourage 
a mare rapid shift from cotton production to livestock1 oil crops and livaatock teode • 

(~) Ext end more anteod r1cee to f...,.,ra inoludl 
. • 

b!eh rlok production. Maintain preoent farm ptlce levole, t adJuat Individual 
prloea b;r 110ano of guaranteed "torvard" pricine eo ao to uao prlcoo to direct the 
production effort into the r1a!>t ohannele; euppl.,..,nt thla b;r Incentive Jlllllllllnte for 
lncroaolne production, eapeoiallJ' tor lllilk. 

(6) Rertae 194'-~" fi:i• into line vi th poeeibill tlee opened up by the above 
prosrem, and allov 1nd1rtdu fanaere more laevay in dec!dlne vhicb produete to srov 
than the arb! trar;r farm quotae nov alloved. 

(7) Further ooneolidete Federal farm asenoiee at county and state levele ; double 
or triple tho number or tarmera on official oommitteoa vbo, in the laet analyeie, have 
tho knov-bov, the a bill ty to get the Job done. 

(8) Rationalize f e od proceae1!16 and d1atr1bution1 utilhlng nutrltioua toode 
nov betne neglected, cuttine out tr1lle and luxuriea; get more effloiencJ out of our 
••PP11 of calor1ee, •itallline and lllinere.le. 

Plgurea are nov available vbloh tor the f1rst time allov an accurate anal:raia of 
tM mlniDwD product ion poooibllitiee of our farmera. Theoe figure• indicat e that 

Loea than two 1111111oo tarme are adequate in their lnnd, equiJ'O>(!nt, credl t 
and management reeouroee to uoe at tull etficlenc:r the labor of one or more 
farm familiae. The tarme vhlch are expertenoine a labor ell ortega are to be 
found aaong thla leae than two lllillloo. 

~ tour lllilllon other tarma there ie no o..er-all labor ehortage, but rather 
there 1e an mderemplo,..,..nt of labor .., IIIOSt ot them. '!'hie Ia due to laok 
of land, credl t, oqui-nt and 1004am manage=ent prectlcea. 

t- determine th& number of tanrae on vhiob lar and re id increaoea of 
could be obtained ,. requeete 8 aaaietance of the Bureau of Agr1cu tura con ca 
The Bureau had a1'~1lable new infol'DAtioo troc the 1940 CenoWI which enabled It to in­
dicate acouratel,J' the number ef tarm.e immedlatel:r available for tncreaoes. This 
Information le contained in tho 'attached letter (Appendix l) and ts eUilllll8I'1zed in 
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'l'eble I. It above 1,6}6,000 euch taru. 'lllie fi8'U'e includee about 250,000 preeent ;ana Securi t7 barrovera. B7 our ovn eetilllatee, baaed upon a turther analyeie ot eene111 dete, theee tarme are diotribut ed about equally betveen the Northern and Southern et a tee , the number i n eaoh State and Region being ehovn in Table II. Prcc 10 to 20 per cent ot the taru lieted in eaoh State are nov reeelrtng JSA ueietanee· tile national neraae 1o 15 per cent. ' 
To calculate the m1n1mum 1noreued production poeeible trcc theee tam111eo ve )lau aeeuced thet the production record eetabltehed b7 116},000 FSA borrovere cru:.1ng 19412 (appendix 2) can be extended to the 1,}90,000 e1m1lar terme. We have alec ae­sWlld that preeent J8A borrover e , 1t ueiltance 1e continued tor them, could aecure approximately the lei!W> inoreuee in 194} ae in 19/<2. B7 ue1ng the Regional prod~tc­uon t!SU%'11 tor FSA borrovera on theee nine important var producte, ve have eetimat· od that the entire grOilp ot 1,84o, OOO tarmere could make the increaeee in their pro­duction on tbeae oammoditiee ehovn in Table III. 

I!l!portant incrauea v1ll be eecured in all other CCilllllodi tie a In addi tlon to tmi• nine, and much food v111 alec be produced tor home use, thereb7 loverlns the drain by low lnccco farmers on the Nation • e tood aupply. We eat !mate thet the total ottect or such a program vould be the production ot thrae•quartere or a billion dollars • vorth or food at term prloee, or about 5 per cent ot the expected national total tor 194}. It vould, hovever, repraeent 7 per cent ot the eupply available tor clvlllan c<>n8ump· tton, aeeuming thet the amomt availabl e tor ciT!l!ana le not turther reduced during the cCC!ng year. 

The In! tiel 1nveetment tor euoh a program vould be apprcx lmatel1 one bllllon do1lare, v1th lncreaeed tood available 1n the tlret year or about one end a halt billion dollara at oonaumera• price levela. 'nlie vould represent $1.50 In nov tood supply for ovary $1.00 advanced. Virtually all ot the dollars advanced vould be re­pe!d vlthin 2 or } yeare, making tho coat of adm1n1atratlon tho 0011 coat. 
It Ia true thet euch a program, vhicb vould call tor a tripling ot the liSA oper­ations, cannot get in full 1ving in t1me to get full benet!te, trcm the 194.5 crop eeaeon. lfevertheloee, 111Uch could be done to 1ncroaae liveetock production before tho Spr1ne of 19/<~ and to prepare tor the tollov1ng orop-yoar. Loan operations of liSA ha>e been reetricted by lack of tunde . Aeeietance to farmer s hae been on a minimum baala . A real program or building up to efficiency vill produce c:onalderabl1 greater reaula. ?lie IIO!)Crtant thing to reme::~ber ie thet, v1thout help th& big caJorlty of !.hue ranu v1ll make no lnoreaee in production! they vill coneti tute drains on tho food oupply produced bJ other farmers. They IIIU&t be given manasement aa81atance as vell ae credit to build up their cap! tal. Not onl1 the experience or JSA, but the lndopendent Ju~nte or qualified econom1ete bavo verified thie fact. 

IIIBOR AND MACHINERY 

Our propcaale tor inauring adequate euppl!ee of labor and machinery incl11de pro­>1Uone for Immediate act ion to organiee and ueo present reeourcee on a nei!!Pborhood baue. However, ve muat have a reliable land arm1 of volunteer civilians to caet ••aeonal neede for 1110bile labor. To succeed, th!e plan must guarantee the vorkere :Jn10111m etandarde and proTide thet produoere needing tholr labor make contracts vi th the sovernment so that maximum man bcura ot productive vork vtll be obtained. 
l'.ach1nery ut1lhat 1on can be made more efficient. Maxl.mum uae can be obtained b7 C<llli!!Nnlt7 aereementa . Jarmere• machinery -and-repair cooperativee ebo11ld be aaeured s<>vernment aid vben needed. Machinery poole can drav in privately ovned !mplemente 
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cnlJ If (a) the ovner 1a guaranteed ttrat call on b1a ovn !Jipllll:lllnt; 11D4 (b) tho 
SO'"~ SlT81 b1a a guarentM that tba •cb!..MrJ vUl be ..,1ntai.Ded in vorkine 
order, tc be returned tc bta 1n •• 8004 oOD41t1on u vban be pooled tt, or 1t deprocl­
etod or vOl'!l out v1ll be replaced b7 a 11ft ~~. \'Ilia pooline ot ..,cbino>7 an4 
lebor ccn beat bo carried out on a d-atto co-operat1To baalo. 

:n>, ot and b7 theaaelne , pr1cee cannot be relied "PC'" to produce war vital fcodr 
111 tho l<inda ond quantitiea Dlle4ed, But properl7 ad,!ueted and used vith otber tcola 
prices con bo or eroet eeni ce . , 

Rel iance upon parlt7 prices v ill not sat increased food production, n>creaee of 
perlt ;y prtceo b;y tho 1noluaion of coat ot labor paid and/or unpaid, will not do tho 
Job. Paritr vee not 1nnnted or doeigned to gat production; ita purpoee vee to ceeuro 
the r elative poaitioo or tanoet"a 1n our ecODCI81• 

'!'be proaent tara price lenl is about r16bt tc he).p production--neither teo ~ 
nor teo l ow. Pricea l:lll8t be stabUited at the preeont l&Tol. But, within tho llet' • 
of ram pr1coa, odJuatmante dovnv~ end up11ard are noccaaar;y in order tc sot the ltindl 
end quantlt1ea ot toode and fibres moat noodcd. 

'!'be tsDA baa dODo vall 1n keepine ltnatoolt teed priceo froc spiralling upotard, 
Vhoot production has t1nall7 been turned lcoae' otter long ursine b7 the rermaro 
ltllon. Better d1etr1bution of corn and vhect aoreoeoe vill 1ncreeeo production of 
both cropa. 

Prof. Theodore W. Schultz, of Iova State College, in hie pamphlet "FIIrtl Prices 
for Food Production" Just publlehed, and nttocbod hereto ne an appendix, eota forth 
1n Toblo 14, !'OS& }8, the extent to vhich he beliovoa porit;y prlceo ora out of line, 
frOill tho point of view of gettine maxl.ml.lm production of tbo crapo moat needed. It> • 
aorleo of toblea (Tables 6, 1, 9, 11 end 12) be gives bla eotU.Ote of tho boat fnra 
price to naaiet In gettine required production of eaoh principal vital crop. 

Dr. Schult• cleo propoaee 1.mportont cbanSOD in the gonla for Tnrioua ce>~:lliDon.••• 
In opplJ1n8 thoao goala to indiTiducl fQl'!!lll tho ertort to avord meebnnlcoll1 quotae 
lndiTtdUIIl to.nu on the boala ot a count7 o•eroee abould be discontinued, in order not 
to ateueo lend, labor GD4 ...,chtner;y. 

I ha•o ox=ined tbeae tables GD4 Dr. Schult•' • aupportlns 41'8'Z""'ta and CJO of 
tho opinion that the o4Juatment of gonla on4 =oet prlooa be proposes vill contribute 
sraotl;y to incroaaod production and should be adopted. Such odJuatlcenta will not 
reoult 1n en increase 1n the total pri.co tor ell f4rtl production. 

In addition to price cb.angeo, ve urgentl1 need incent!Ye or bount7 pol"'ente tar 
lncroootng produotioo 48 proposed b;y sooret4%'7 wtolalrd. Tb1o proposal is o lol.l9T, and 
the Adainlatration should tmmodlatel7 announce tho details ot plene to exton~ to 

~ilk and milk products. 

Farmore aleo met have assurance of llllnimum support prices on 'Cl8Il7 more oot1100di• 
tteo' as tho Farmer a Q>ion has repoato411 potntod out. 'l'be epaoiel war crop advances 
baing ""'do vitb RAce tunde should be made available tor livestock production. crop 
!naurenco Plana are roadJ tor b16b rlslt crapo, but should be r..,.losd tc Include' in 
addition tc p:'oduotloc coots , at least the non~~~l return vhicb vould ~"':~ ~h~ 
cO<I!Iod1t7 beine 41aplacod b7 tho hlsb rlak crop. )'an:>Ore l!lWit beva/o ttns 
approxtaatca tho guaranteo extended to in4UDtr7 in oonetruottns and or opera 1 
•ddttiOilal var plonte. Perhaps on 1nd1v1dual tara oantreot fer certain c(IOD)d tiee 
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voald be a part or tho anBWor • hrm8 are war plenta, and 1n eXpend inS our ran. plante 
the gov...,_.,t nov eake the faneer to eseume much 110re rlelc t han rm:t 1nduetr1ol r l.m 
hOe Ulldortaken. 

rooD UTILIZA1'ION 

Much effort bee been devoted to price control end rotion1ns of fan~ produeto, 
Littl e attention has ;yet boon paid to el1m1nat1ns woeto or r.anpowor ond 1DOter1ole 1n 
aeoembl 1ns ond proccea1ns our foods . Little attention hoe boon pnid to fUller ueo 
of oo100 of our beot eouroee of good nutrition, Noth1ns hoe been done to lntroduoo 
meso food1ng, particularly 1n war reetoriee, aa o greet eov1ns or both food end men­
paver. \10 eusseet tho retionel1t1ng of mille diotribution ee a sood place to etart. 
ve •U6BeSt oleo much fUller uee or our suppl)' or akillaed milk end otapn toward the 
nentual olim1net1on or white flours, 1t thet beoot~ea noceeaar;r. FOOd utilltotlon 
Ln !taelt of rora groat eeonOCI!es end morita oxtendod emminstion end teet action to 
Jlf'CJ'>OtO coneervotln or our aeerco euppliea. 

Mm;r mare tonoera muot be allowed to bear roapanalbillt;r 1n the ra= Pre@'.,.... 

• . . 

Total var will c.ll tor 'CIIUCh greeter 1nd1v141111l roopona1b1l1t;r end diacipllne In vhot 
hea been on al.moot unorganitod 1nduetr;r. Problema cannot be aolvod b7 off1c1ela BWO)' 
from tbo srooe rooto nor oan the vUl to ouoceed be developed unless cOI:lP8l'ebl e d-.­
cratlo reoponalbility Ia J:lllde possible. As part ot auoh o ohonge should cOODO tbe un1-
f!cat1on or government ogonoies deal1ns v1th rormoro, and the un1f1cat1on of tho var 
effort ot tho top, 

DmAIIED SUXlESTIONS FOlj Fm.! Pl\OGRAM 

(nota : Nameo or various ogenoiee are used only to identify the t)'pS of oorvloo 
Lndleotod , not to eusseat assignment to ouch osenoies. U>der our proposal, ill 
ogene leo voul d be tlel'ged 1n one unified effort.) 

~· TO IHCRliASE PROrocTIOII BY 1Jiiill!RI!MI'UlED Fm!i!RSI 

l . tJoo crodit elone, vith reopanalbUlt;r r&JitinS Oil Oount;r liar BOards tor aa· 
sreoolvo action; prlTat<i orodit1 PCA'a, RACe ea aourcea; AM, count;r agents, \lor 
Board I.oen repreaentatlvea, end FSA auporviaore t o give ad dee at ttra ot l oan. 

2. atl 8 d 8 rvieed crodlt am tor tull-ttmr> raraers. Should rooch 
ot loaet 1 ou or 1 5 f'&nlltr& bee el uoted to use 1t, end be ccmtlnuod 
for ~6o,ooO ~aent Farm Se~ur1ty bonovoro. Funds noedod1 oppro:dmatol)' a billion 
dollars at oneo, Build up en adoqueto atarr to turnlen tho necoaaar;r tTPO of farm 
tlliiU!goment oooiatenco. tJoe both FSA end AM personnel. 

oachinory 
1 

bean or be Tacetod oa eaplo,..ent opportunitloa open 
up fUrther, Thie requiroe 100thoda all:dla.r to tnooe uood 1n tho Tenm>t Purci>Doe 
(Bonlchoad-Jonoa) prosz ea. 
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5. Set up a epecial loan F<>qaa tor pe.rt-time fanoere, elderly r~re. oub­
outence fanoa , and ebare-croJ?P!!re, Yho can not handle a tull-oite productia> loan 
but can dnelop """ particular pro&lct, eucb u poultey. Between a m.illia> and tv~ 
•. uua. fanoa are a-ra1lable tor such proJecte. 

6. Give opaolal aee1etance to farm cooperat1vee for bandl1M the tncreaead 

2roductl on vb1oh ulll r;?•ll t from the aboYe prosram ae vall ae the tnoreaseo alreacl1 
proJected In tho u3DA 19~.5 pro;p-am. Cooperatives are also needed to malra heavy oqulp­
~ont available for efficient uea by small farmere, and to furnleh othor farm suppllee. 

7 . Insure increaeed product! a. ~r farm machinery, particularly horee -dravn 
ogul!l""'nt and small t ools 1 that thoee prosramo vill need. 

'l'boao eoven pointe vill shift more liveetool< to lov-1no01118 tan. areae , produce 
,.ore llvoetool< feede, illlprove land-uee In those areas, and use the labor or lov-inoa. 
ror.ooro much more tully. 

~· TO MAIIITAIN AIID INCIIEASE PROWOTIOO 00 2,000,000 MOST E1Fl01ENT FlllMI: 

l. Launch at once a natioovide drive to 0:1"6!!1\ize nais!ll>orhood "Machinery and 
Leber Poole ," aa alreaey underway in Ohio under tho leadership of a tate Fan. Bureau 
and Oranse, and ae planned by the National .ll'armore 11n1cn through our local, county, 
and a tate War Mob1l1tation Oounclla, Every o011111Wl1 ty Ia to be di vlded into neighbor­
hood sroupe of fl ve to ten farmer• for thla purpooa . Ie to be 1n1 tlated and led by 
farmera vlth the aid of all govern~~~&nt employoee In onoh area . Prosrlllll vill lncroaee 
custom uae of equipment, develop machinery oo-ope tor heavy equipment vhere doe1red. 
Preoont equipment owners must be s1 Yon a guarantee of r eplacement vhen replaca..,nta 
become available, if the;r v ill pcol their equipment under caomunity direction. A 
parallel pooling of repair facilities ie necessary, cooperative repair centers, being 
eet up vhare needed. In caaa of extreme ebortasea of equipment, County War Boards 
should have authority to commandeer equipment, vlth guaranteed repayment to ovnere 
for usa . Preeent .... chinery is far from being used to capacity on many fanr.a, vhile 
other fanoere are trying to set alons v1 tb obeolete equ.lpoent. Labor ex chango amcns 

nalgbl>ora 11 to be exhaueted before other labor 1e brougbt into e=ity b7 pem-
aent asanelee. . 

2 , Start 1110b1l1tat1on of •u .s. CrOP O;>ryo., • oimultaneouel.Y 1na1st1ng that 
C<>nsraaa appropriate neceooary tundn. Take definite otepe nov to have carefUl eat! • 
mataa made of the •UPPl;)' and demand in each local area for eeaeonal labor poal<e • 

3. Eotabliah nov short courses tor at leo.at 200,000 high ochool youths vbo vill 
be available tor the entire groving seaeon and can be placed vitb individual tam 
f~l1ee, (Ooureee are nov planned tor end of eobool t erma). 

4. Make clear that the on1y aolutlon to the needs tor mtsratory labor 18 b7 
lmmodlate action to aat up the mobile land army requeeted by the Preeldant. ranure 
to act eoon v1ll out plantina and later endanger many crepe. E:xpand the propoeed 
STIIlll from 27~,000 t o 1100,000, and make it a yolunteer enl18tment for at least a rear, 
vi th 1111n1!aum living and ""8"' coodl tioo.e guaranteed b7 the goven=ent • the grovero to 
contract Yith government for vorl<ere. Develop a srouP ot labor ut1l1~at1on opeclal­
iate to taol<la probl801111 of efficient labor ... and efficient labor akilla, Agri cul· 
tura Ia the only lnduatrr vhich does not have auch e1<1lle4 aao1atance. 
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'· Double budllet request eo as to train and place at leaat 100,000 year-round 
okilled vorkera trom ranks or underez:q>lored tan=era. Offer houetns and Md1cal eub­
a!diea aa part ial incentive to attract back to tanuns oame vorkera vho left f.....,. 
tor 1 ndua tr7. 

6. Set up a Farmer Placemant Service eo that cape>ble tenants or ovnere on l eae 
efficient farma con be promptly moved t o bettor tarmo that have been vacated, or to 
terms whore operator daa1rea to retire but can•t find a aat1afactory replacement, 

£· FOR AU. .!'ARMKRS: 

1. Put into effect crop 1naure.nce (f<>r all h1f!h-r1ak• cr cpa) plane nov developed 
bJ the Department or Asr1culture . Ple.ne ehould Include repayment ot all costa In- • curred, plua the normal net returns on the crop tran vbich acrea are be1ns d1verto4. • 
, Ia approach vould reech all f8l"!::ere and be eaa1or to aclm1n1eter then the RACC 
Splclal var Crop Ad'fallcoa. 

2 . AMounce illmed1atel.y the deteila of incentive peJ'!?!!nt prosrag tor 1:1!.111:. 

3. Extend RAce Special war Crop Advancee (non-recourse loans) to livestock 
production. 

4. Place definite price floora under poultry and other ioportant products not 
nov hav1ns adequate price aupporta. 

5. Work out a war contract tor the aovernment to make d1rect1y with 1nd1v1dua1 
f~ra tor poaa1bla future uae . 

6. Enlarse purchaee-placelll8nt proi!!'MI of dairy oovo by .!'SA, and extend to ln­
cludo good dairy cal vee and stlte vh1ch ahould be held ott car kat; If neceaaar.r, 
e!:lbarao otcclcyarda trCCl receiving productive dairy cove, overve1sht calvea, undor­
velsbt hop and cattle. 

8. ln!led1ate1J dan l op a campa1ep under t ho olof!!l!l "!lot An Idle Acre. • 

9 . Secure complete enforcement of draft resulattcne on detenoent or farm 
vorkora. Extend draft deferment throush barvoet eo aeon t o all a killed men serv1ns 
•sr1culture in the marketins and proceastns of tarm products, d1atr1but1on of farm 
auppl!es, and "rsan1tat1on and execution ot var food prosrome. At present only 
county asent a and acme ot the bisllly·elctlled tcohnioians aervtns marlcettns and pro­
cess1ns bue1neae are ocvered. 

10. Prepare ple.na to turlou6b ,..,0 in arlll8d oerv1cea if otill 1n the countr;y t o 
their ovn tarma or thoeo ot their perente durtns oWllll8r peak monthe . 

11. C He a Uot ot akllled rarm ratoro and vorkere vbo have 
but vbQo ve IIIII¥ need to r eturn to the land in 1 
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12. Regueot Conqeu to C<!!!J>lete action on farm appropriattona prier to plant!ns 
<Ice, eo that farmers mar knov vbere the: ete.nd, 

~· 
13. Place ell farm mncles at county and etete levels under one reapcne!ble 

14. l!xpand MA county and tovnahip com1tteea1 brinstns in repreaentatlcn or 
all tYPOS of remere and farm l abor, Make them act ion committees at ne1shborhoo4 and 
cQm:llltll t y lavale, and policy ccmnl.tteea at tho county and atate levels. 

11· CO!fVERT FOOD PROCESSIIIG AND DISTRIBUTION PRACTICES TO IIARTIME NEEIS: 

1. CC!!!]?lete th• a1mpl1frtna of countrz milk collecttone, and extend to all 
aooe:r.bl,T and urltet1ng operations to conaerve rubber and lllellpover. .• 

2. conceotrate leadi!lB linea ot tarm aupplJ d1atr1butlcn to r.ailltein aervtce 
and. aa•e canpover. 

3. Eliminate vaateful trilla and trlok packastns In food proceaslns ADd die· 
tr1butlon . 

4. Put city diatribution of food, particularly milk, on the baaie of utility. 

5, Inoree.oa use of ina ensive nutritious tooda beginning vtth akimced milk, 
and require e.t leaet 5 or our flour production to be vhole vheat. 

6. Teke vigorous otepa to keep h16b Income families and hi5ber-pr1ce caterers 
fr"" black market and hoardinf! nractlcea. 

7. Start 1mmed1atelz a program of mau teed1f!1! vith Ita greater off1c1onc1ee 
vherevor poae1ble. Begin at once v tth var faotor!eo. 

!!· PROCDD F'AS'ml TOIIARD 'lU SDiGLI! U!III'IED DIR!CTIO!I OF' 'mE liAR 0!1 'mE HeM! F'RO!IT 
CAUZD FOR BY 'mE m.GORE·PI!PPER·TOLAN BILL. 

Othorviee, Agriculture, a pr!mo ve.r 1ndwstry1 v!ll continue to eat at the eoc~d 
table (in teru or manpover, Ol8ch1nary, te.rt!llzer, proceaslng equ!Pl!"nt, and trane 
portat1on) and milllone vill go unneceaaarll,T hungry thla year and next. 
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....S n TABLl! I . CLASSIFICATION rfl '1'IIR IIAT~ FARMl .A!ID FARMEPS ~RDDlC TO C.Al'ACI'l'Y TO PROIUCE 
:r-~ • 
C"rJ : : Operators W1.th: 

ClaBB1fioation : lfumber of : Umited pOos1b111- : COpocity for Rxpend-
Forms : ties for Additional : 1ng wertico l'Ood 

Food Production 1/ : Production Effort 

Aesietance lfOedod for 
MaXitlllll War Output 

Croup I • 
FUll employcent for one or : 1,950,000 1 4401000 : 1,510, 000 : Adoquete labor supply Y 
core v orkere. Operations : : : : Production credit 'V 
!l!!!<>!"t_a~ fU!l_C!l>!C.!.tz._- __ l ___ --l- __ -- __ -- - l-------- -- _:_ -- -------- ---
Groupli I 1 : : 
Lees tlliiD 11111 etrplo;yment for : 1,B2o, ooo : 630, 000 1 1,190, 000 : Production credit ~ 
operator but readilY convert1- : : 1 : SUporvieed loene lfJ 
ble to Group I b;y addition of : : • : 
ca,ital reeources. • • ' 1' · 
-~--------------~-----~- --------- ·-- - - ----- -~--- ---- - ------Croup m . . . . 
L1:oitad land resources, can- ; 86o,ooo ; 4oo,ooo ; 460,ooo ; SuperviBBd loans '.:/ 
not be expanded to 11111 en- : : : : Mobilization for Farm 

:l!l!1!:"~t-~ !h~ 1!8!'-£<1.:.--- l _---- l--------- _::.---- --- --- _:_ '!.O!..k..1f.---------
cro~ IV : : : : 
1ha equate land reaotD'ces, : l , 460,ooo : 820, 000 : 6~o, ooo : Mobili~ation for Fal'tl 
little or no expensi on of : : : . : Work 'i) 
E'"~~i~~!i:!?_l! ______ l ____ -l- ____ _____ l _________ __ :_S]28£1!l_t~ !_~§}- __ 

.ALL FARMIIRS : 6 , 090, 000 : 2,290,000 : 3,800,000 J} : 

!/. D:lcluded 1n this ooluan are operatore over 65 yoare of aBe, ahareoroppera , end ott-farm v orkere . 
'lf Thle vill be provided by the Departmant • e nev farm labor supply end transportation pro(lr81111 the budget tor vhtch 

baa alresd;y been eubmitted. 
"V :rt is Bllticipeted that these neede v111 be set by local banl<a and the Depertment'e nev loan program utilizing the 

Regional AarlcultlD'al credit Corporat i ons. 
'.:/ 'l'hs loan program of the Farm security .Adml.niatratian 1n 1942 reached about 450, 000 termers, lll8ll3 of v hocD vera 

able to 1110Ve up into Group I . A rapid expension of this type ot program is needed. 
'2f The Departmant's labor supply program v111 recruit from these groups. An est111111ted labor reservoir of 1,000,000 

vorkere 1e available from theee fnmiliss at the present tim&, vhich shbuld be ample to meet a.ll labor d811111Dd8 of 
Croup I • tcnoere 1n the yeara ahead and also certain detliOllda for 1ncreosee 1n industry. 

21 AlthoUGh technical guidance 1o noeded for thoeo lonna similar to that sivon with suporvisod l oons, this crodit 
constituteo a apociol cotoeory of very omoll l onna for tho production of one or two food anterpr1eoe. S<mol of 
thcoo loons m1sht c leo be modo to port-ttmo and som1-rotircd formers 1n tho other groups . 

J) Thie tablo vee booed primorily upon fiSID'Oe from tho ccncue of 1940. AlthoUGh it is eattmted that o not l oss of 
~ho~a 300, 000 o})Orntoro hoo occ\ll'TOd oinco thon, 1t 1u 11kol.y tb.ot thoro hoe been no loso in tho number of f'orme 

po"X"o: od 1n Croups I o.nd n. Dl a-p1t o of' lonooo of farms 1n Groupe Iri :md rv a l abor roocrvoir of 1 000 000 10 
utll.l. c vn l l.ob1o on tho romo1n1nG 1"'Q.rmtl . , , 1 
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TABLI II 

lat111!1to4 llul:lhor b:y stotoo of JCJ'IIIII llll"ine BOat 
Poeo1b111t 1oa tar lxpandine PrOduction 1t Prorl4e4 
Cr<J41t , Korlcotl.llg and ~ Aoelotonco,* 

&xoellent I Good Op- Total : 6\lmbor : Percent I 

0t>portun1t1ee 1 ;eartunlt l ee 1 Avolloble 1 All Farm8 : m or (4lt 
(1 ) (2) (} ) (4) (5) 

Region I 6o1ooo 2~:m ro:m 5~4 ,000 N Nov Englend 15,000 1.55,000 
IIOV York 15;000 5,000 20,000 15},000 1.5 
Penns:y1vcn1o 20,000 5,000 25,000 169,000 15 

N. J . , Md.,Dolo:. 10,000 5, 000 15,000 77 ,ooo 20 

Reston n 1~1000 ~·000 ~ 572,000 ~ .•-
Mtcbtscn 50,000 r ,ooo 11l8,ooo 

Vloconeln 55,000 10,000 65,0C"" JBT,OOO " Mlnnoeoto 50,000 10,000 60,~.- 197 ,ooo .50 

Roston nr 2~,000 ~:m ~oo,ooo 1,101,000 27 

Ohlo ,600 60,000 2,54,060 ~ 

In41ono 40,000 10,000 50,000 185,000 27 

Il11no1a 4o,OOO 10,000 50,000 21.5,000 2.5 

Iovo 4o,ooo 10,000 50,000 21},000 2.5 

M1eeour1 65,000 25,000 90,000 256,000 .55 

R~fi10n !!I 150,000 g~:m 2~1ooo 11o~,ooo 22 

Kentuolcy 35,600 ,006 2 ; ,006 2t 

Tonneoeoo 4o, OOO 20,000 60,000 248,000 24 

Voet V1rg1n1o 15,000 10,000 25,000 99,000 25 

V1rg1n1o 25 ,000 15,000 40,000 175,000 22 

Harth <»ro11no 3),000 15,000 50,000 278,000 18 

Region V no,ooo 1g:m 180,000 648,000 28 

South Coro1tno 20,060 }0,006 138,060 ~ 

Ceor(>lo 35,000 20,000 ,,,ooo 216, 000 25 

Alobamo 115,000 .55,000 80,000 2.52,000 ,~ 

F1or14o 10,000 ::;,000 15,000 62,000 24 

Reston VI 1~1000 ~8:m 1~,000 ~58·gg§ 26 

Ar'iiiiiiaoe 
,006 17' ~ 

,060 85,000 291,000 22 
Hlee1oe1pp1 ;s::;,ooo ,o,ooo 

45,000 150,000 ,50 
Loulalano ,50, 000 15,000 

~:m 
1'10,000 m:m 40 

Region VII lij;Wl 66,006 38 
K.onaoe 121, 000 41 

Nebroeko 4o,OOO 10,000 50,000 42 

South Dolcoto 25,000 5,000 ,o,ooo 72,000 
4o 

NOrth Dokoto 25,000 , ,ooo ,o,ooo 74,000 
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I l&eellent Good Op- Tot4l iiliC!ier Porotmt : 
IQE1!2rtiUI1t1ea 4un1t1ea AY01l.Dblo 1 All Fl!noa m or (~l• (1) 2) m (II) (5) 

16~ ·000 50,000 
~:m ~ ~ 1 ,000 :5:S,ooo 

Oklo homo 50, 000 15, 000 6o,ooo 18o,ooo 33 
Roa1on IX §6;§: §;§§§ ~5; §§ll ~ C011forn1o 

vtoh 5 ,000 ** 5, 000 20 
II8VIlda ** ** ** 

R~i~n X 25,000 Hgg ~:m 1o8,ooo 28 
M:>ntono 10, 000 lll!,ooo ~ • 1110Qin8 5 ,000 ** 5, 000 15,000 33 
Color ado 10,000 3,000 1},000 51,000 25 

Rej!10D XI ~6 ·:: N§§ ~ 1881ooo 16 
llaehlii8ton • • • 821000 3 
Oreson 8,000 2 , 000 10, 000 62 ,000 16 
Idllho 7,000 1,000 8 ,000 " ·000 18 

Rerton XII 10,000 ~ ·m 1~ :m. f§;§gg 29 
Artr.onc 3,000 • ~ 
llov MOX100 7,000 3,000 10 ,000 }4,000 29 

U. s . TOTAL 1 ,190 ,000 440 ,000 1,630 ,000*** 6 ,097 ,000 27 

14 Southern stotea 520, 000 270,000 ~·000 2 ,956,000 ~A All Other stotee 670,000 170,000 ,ooo 3,~1,000 

* Baaed on regional totola derived tr<:a Ce1111ua doto, vitb cenauo and other 
doto bein(l ueed to opport1on regional totala a!OOIIG etotea, .. Leae tbon 21000, 

..... IDc1udaa obout 250
1
000 rormera or 15~ vbo ore nOll FSA borrovero , 

or bo ... 

twoon 1~ c.nd 2~ or ecoh stote total . 

- 11-
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I GoolB 

CCOIIIOCI1tz 

~~ lbe. 1221000 

Pork, lba . 
-nrooaod) 

1318oo 

l('ar, lbe. 10,910 
dreaaod) 

!!!a!. doc . 41345 
'21 

Cbio~, lbe. 41000 
(dreaaod) 

Sopoana, bu. 216 

Peel:Nte , lbe. 31112 

Dr:f lcllblo boon8 21554 
lba. 

Beet SUgar, 
lba. 

318oo 

• 
MIIlKlM INCREASI!S Di SEL'ECrED PROOOCTS POSSDILB 

:BY 1,8401 000 UNllEl'l-EMPLOIED FAI!MI!RS 
(Dl M1llion.G or unite) 

Dlc!'«<&e I 1 I ;eo I ()()() : li60, ()()() : Total Dl-: ~ 
,,, 

Over 'li:! llca-FSA I FSA : crct!SC81 Goal Dl-
Pl"Odw:- 1 11<>rro¥era : ]lorroot- : 11840 1 ()()() l I eroooao 
tion ll : ero 2l tarmoro I 

21588 419~1 1,419 61310 2~ 

2,86o 516 144 66C 23 

930 231 69 330 32 

348 170 50 220 6!1 

8oo 105 33 138 l7 

22.3/ 1!1.2 3. 4 16.6 75 
'V 

1,208 26::; 102 367 30 

593 6!1 30 93 16 

4v 9!1 34 127 27 

!/ Coloulotod rrom data 1n B. A.E. and COnDUII otud1os1 and 19li2 FSA production 

.f, 
Gonle 

5.2 

4.8 

2.7 

5.1 

3.4 

7.7 

9.9 

3.6 

3.4 

rooordo; inoroeoca on other cammod1t1oo proporttonotc . 
gj ACtual 19li2 1noreaeoe 1n thoeo coacod1t1oe by FSA borrowers; inoroaooe on a ll other 

oommod1t1ee proportionate 

Fono 
1 Value 

$190 

$125 

$ 65 

$90 

$ 35 

$25 

$25 

$ 5 

$ 5 

$565J 

~ Dlcrooeod acroose t1tooa oxpoctod ;r1old . 
Tjj n-om h1.shor ;rields and eusor content; acroesc goal same; this pOtont1al production indicate& 

capacity to prOduce compotina cropa more badly noodod1 eucb ee pOtatooa. 

~ Farc-producod O(lG8 only. 
'1§1 JIPprOJdcoto price to consUCIOr $110001r J , .- XI. 

~ 
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lfr, Robert llandacbin 
!'-t.iona1 Fanara Unico 
U) lb>sq Bu.il~ 
Wu~ton, 0. c. 

DEPARTMENT OF AGRICULTURE 

WASHINGTON 

b np~ to ;rour latter of JanlaJ)' so, lll~ '*' beort be buad upOII 
an &Dal;rsia of acaa data .troll U.. 191> Oloal& ot A¢cul tu re, wbich 
w haTe recen~ ..ad&. bra are no ccaprebenai'A data wbich ....w1 
pel'llllt an .,tire~ aatafactoey ,ulaaei.Cic&tion of all fan~~~ accor<i­
~ to U.. extent to wbich fuaera are -~ 1\111 utilisation o1' 
produotiT& reacurcea. '!be beat a....Uabla 'wbatitute 1a prorldotd 11r 
c a~ia of U.. groaa !&Ill\ incaoe 1'11Dlre• .troll 1be 19~ omau.a of 
a,rtQilture. On the bu1a of those f1£U.rN we haTe cluaitiad the 
8,096, 754 tarae into four grcupa u tal.lOW'IIt 

Oroup J. 
QrQ>.p B 
QrQ>.p c 
ChoupD 

~ JlaJa !......o.­
•adiwa !am ir'l~ 
Lowf&l'll ~ 
Ver," low faa iDaOM 

346-i 

llo dcubt cOIIIII.demhle ~·in prod~~oct.ion ccaWl be obt&inad in all 
ol theM grcupe, a-~ canaidorl~ the tactozs u.dtiQI a:xpAMico 
1n production, perticularl)' _,power, it appear• that the largeat 
....o .. or tar.ra· ,.,o, with apprq>riat& uaiatance, -u.c1 be able to 
inoreaee production 'albat.alt.iall7 are to be toUDd 1n (lrollpe B .,d c. 
In theM two groupa the labor ot 1be tara 01>8r&tor• ge!llll'all)' 1a net 

,-.t 1\1 11)' .. plo,-.4. 

Group J. represents the tams Wlich prov:l.de full u- e.pl<~J~~~~nt tor 
ont or mere worlera. It includes ~. 785 tam operators 'llliOeD poe­
a1b111t1u .tbr 8\lbstantial 1nereuea in production rrter preaent h1Kb 
1anla are lJJI1tad b)' their ba1~ 85 ,-.ara ol.d or cmtr, 'tlr their •ork­
~ 100 cr acre ~ oft the tara, or l1r their ba1~ ah&recroppera. 
UlcqJ tha otbora, there are Mrs;f who are alre~ pJ:Oduoi.Di at 1Ull 
ctpac11;T. SecNr1nK tbe erl•UI production !'~'a t&J:M in Oroup J. ..ul 
require the pl'OTiaioo o1' 1111 81Mq\l&ta labor a1ppl)' md o1' adequate 

crecl.1t. 
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Oro~ 8 repruents tim fame wld.ch 1n tim lllt.in provi<!e less than 
~ll 8111)10)'1*\t. for one wol'lcer, blt 11b1eh oould inereaae prcxl 
tl.<11 through tim addition ot eapit..:l. resourcee, thi..e mal<iJ1i ;:= 
eible tim IDCI'a eaoplat.e ut.illiation ot the labor of the operator 
and hio r ... ~ • On 11111ny fal'llll in th1e group the illlprov-nt. of 
tam NMatnBlt practices 110.11d be .tUlly ae important u tim pro­
vieion or additional credit, If 110 ellminate !rom coneidaratl.on 
6!6,147 ta~ra on acoount of age, ott- tam '!lork or sb&recroppor 
etatua, 110 have 1, 186, 152 who are eitucted favorably for increasing 
procluo tion, 

346· U 

Group C differs fral GI'Glp B prillarily 1n that the land IIDd. other 
resourcee for increaei.ng ~tion are ccneiderebly 1110re lillit.ed 
IIDd. tl'e Med for illlprOved tam anag.-t preotices is still greai.er. . • 
Nearl7 ha1t ot the tanoer • 1n 1lrl.e a roup are lJJoited by age, ott -firm 
...,..k, or sharecropper statue, leanng 446,028 tanot~ with opporUudt iss 
tar increasing production, a1 thouell ~ ot the oparat,ors a:!ght be in 
poeition to make a greater contribltion to the war effort ey seeking 
empl~t <ln better f&nl8 or in i.nduat,.,., 

Oroup D includes tar• whore, due to vttry 11mited reeoureo3, the op­
portunitisa tor increasing prcxluction are IIIJ.ch less , '!he total ot 
1

1
.sJ.,024 ineludee 822, 527 tanera who are 65 yearo of o.ge or over, 

who worlc 100 ~ rr more otr tm farm, or who are sharecroppers, A 
lara• part!. on of the remaining 6581497 could CC11trlb1te IJICil'e to the 1 
war effort ey 'II'Or~ OD better tanns or in industry, a1 th oo~ some 
ot ttem with the proper assistance could increase production. 

It eeeaa to ue that •farmers who are so situated that a<~e«uate farm 
-aemcnt ard credit could allow tlmm to make the lliDSt. substantial 
101 quick incroMes in their producti on•, to quote yoor question, will 
be !OWid JOOst frequently in Groupe Band c. There are aboot 1 , 200,000 
a1ch f..,..re 1n GroUP 3 and 450 ,ooo in Oroo p C. 

bre are in rowxl nud>ers abrut one and on~ aill1on a:aone ra.-rs 
in tim se too<> gt'QlpS llho should be able to increase pro<hlc tl.m su~ 
atanti.ally witb the t)'pes of assistance tlhicb you ""ntion. Of t hese, 
approxiaately l , 2lX>,OOO in Grcup B are pi'Cibabl,y scme.mat JOOre ravorabl3 
aituated for inoreasin& production than tim 450, 000 .i.n Group c . 

1 epeci.al progTIIII provid1n5 very small 1o8'14 for the production ot ooe 
cr two food enterprises woo1d enable 1114nY f ar.re who are not included 
in the l oS !111ll1on to increase their contribution to agrloo!tural pro­
clucti.cm. Such a program would be applicable t o eome of t he farmer• in 
Qroup D and a1ao to 8 .- of the part-t1118 and 1.ho oem:!.-rotired i'arlllllrll 

1n Groupe B IIDd. c. 11h1le the production resulting tror1 an additional 
brood 1101r rr t 110 a noek or chickenS or a t ruck patch wculd notrr! 
lar • fUll the aggresate ccntri wtion wcW.d be far ,.Jr,ru,. &n7 ::....Se t.£ the tr&JUI!lort&tion oituction or for other 
.....-, ~ch a prc;&ram ~t be partieu].at':ly eigrd.fieant. in..­

looal .......... 
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llore than three !burthll of the abareoroppers are included 1n Groups 
B, C, and D. They are not included in the 1. 5 Clillion tnarabl,y 
situated !or increaai~ rood production, Howev~~r, they too otter 
possibilities 'for l.ncraas~ tood produoti on, 1t prograos sillilar to 
thoSe -.t1oned above, but recognizing t he apeoial atatua or sharo­
oroppers 1 are d8Veloped. Experience hae ehown that this 1Jo entire]¥ 
!eaal.bla. 

'D>e claes1Uoat1on or farms !;1ven above 1a baaed on data from the 19.0 
Cenaua or Agricult.lre . Full employmont tor at least one worker 1e 
represented by an j ncot:WJ lovel 'lrhich 1a clopendent on type of fa.mii'G 
and l oce.tion. C<lnsequently, the inoollll!l liJUta tcr the HVeral groups 
are not unitcr .. thrw.ghout tile oountey, 'D>e groups used '"'~'~~ defined 
aa fol.looret 

\lADlE OF ALL PROOOCTS SOlD, TRJJlSD Oft USJ3D BY FAW. FII!ILY, 1939 

GROUP A 

I . \IUs., eonn., R. I ., $lDOO & aver 
Dal., llaine , lld., Vt., 
N. H., N. J. , N.Y., & 
Penna. 

n . Wis •• llioh • • ll!.nn. tl-500 & over 

ni. Cldo, I~·• $1500 & over 
Ia., & llOo 

!l!\Q!P 8 GROUP C 

$600.1499 $40o..s99 

1600-1499 $40Q.S99 

IV. Jty., N, car., Tenn., $ 750 & over $40Q.74o9 $250-599 

va., & w. va. 

v. u.. , fta, . oa. , & 
s. car. 

$ 750 & owr $400-74.9 $293-399 

G!ll!!!P D 

346V 

• . . 

VI. "*·, te, • & )(1ss. $ 750 & over $40Q.749 $25)-399 LeN than $250 

VII. K.ansas, Neb., 
N. Dak. & S. Dak. 

VIII. Clcl.a. & Texas 

J1500 & OYer 1600-1499 $400-&)9 

$1000 & aver $400-999 $25G-S99 )ASs than $250 

$1500 & over 86QO.ol49'l $4()0-599 Leas than t400 

· *'500 •· a'f8r · ts()()..lt99 $40Q.S99 x. Colo., llont., & W'yo• .... "' 
u/V\...999 $250-399 teas than t250 

XI. Idaho, Oret>•• & Waah.$1000 & aver .--
••IVLQQQ $2~9 Leae than $250 

m , N, llex., & Ariz• $1000 & ovc: .,..._... •• 
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b d1.etribut1on of fares in Groups A 
101'11 v . B, c, ard D 1>-J these regions to],. 

GROUP A GROUP B 
LiJD:I.ted Poeeibil- 1 All II L1ln1 t:ed Poseibil- 1 ill 
1 tie a !or Expand- 1 otter Fa~Nr 

I 

lloU1!!n I ire Production 2/ 1 In Group 
1 tioo for Expand- 1 Other l'lt.mer 

II ing Production 2/ 1 In Or~1 

u. s. 442, 765 1, 51G, 974 636, 147 1,188,1!2 

I 59, 010 180, 845 59, 821 
II 25, 585 

621 425 

m 46, 905 
180, 782 41, 458 lSS, 972 

rv lll, 445 
SS911.82 78, 086 256,099 

v 
207, 576 122, 536 150, 281 

601858 lOS1549 89,884 
VI 53, 126 

us,246 

VII 15, 087 
85, 822 U0, 226 105, 822 

VIII S2, 08S 
119, 144 21, 229 1551 555 
155, 946 59, 936 lSS,62& 

IX 15, 457 51, 710 
X 

14, 808 25, 569 
5,152 5s, 48s 5, 181 25, 297 

n 15, 461 62, 129 20, 545 25, 711 

XII 2, 816 11, 206 2,657 a, 7ss 

GROUP C. GROUP D 

I Lilll1ted P oesibiJ... 1 All II L1m1ted PoeeibiJ... 1 All I 

1l!.lli!.!!l 
1 1t:l.es for ExPand- otter FarmS r 1t1es fer Expalxl- 1 other Farme 

S Dl 'PHrluc~ QJJ 2:l jn Qm1p II S:ca !mluct1ml 2·l 1 in Group I 

' ' 

u. s. 411, 666 446, 026 822, 527 sse, 497 

I M,02S 19, 877 77, 116 41,279 

II 18, 697 29, 978 70,744 50, 679 

m 42, 86S 65, 145 164,866 129, 045 

IV 100, 1.96 86,152 169, 079 106, 109 

v 58,126 68, 718 82,154 71, 270 

VI 84,175 64, 186 85, 591 60, 825 

VII 9, 458 561 422 51 685 57, 447 

VIII 57, 516 so, 725 651264 62, 596 

IX 7, &16 6, 510 24, &65 17, 909 

X &, 287 6, 397 15,727 15,755 

n 151 554 7, 369 29, 255 15, 574 

XII 2, 675 4, 569 .a,sss 111 211 

' JJ lat.Sll&tee "tv the Burea> of .&grlcul will. Econanic• . '!hese eotill>atee are 
balled in p~~rt on d&te eeeured in a cooperative project 1li th the Bureau of' the 
CeM'118 in 1d11 ch a 2 percent sap1e of the 1940 Agrl. cw:t.ure censua returnS were 

UMd. Y hzw with operatcr.o 65 ,.,are al.d c:r aver, with oparators who worked otf 

the tar. 100 cla.)'a cr more in 19591 cr with operators llbo are ebarec:roppere. 
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It is di.!'fiDJ.U to estilllate just how aucb adcliticnal procluct!.oa could be 
obtained frCIII the lpproxislately ono and en halt llillloa !&rNrs :l.ndicatAd 
above as be11\: ao situated thet adequate !am 111111\lljlement 10d credit would 
enable them to increase production. No doubt acme or them c~ increa .. 
procbotion llUCh more than other e . Aa a gl'Qip they are particularly ftll 
situated in eo far as manpower, one of the principal obstacles to production 
in 19<115, is concerned. A:l a rule they have anpla menpower available ainoe 
ao many of th., are not )'lit utiliZing fully or e rticiently their ""n labor 
ar that of the 11111mbers of their fanilisa. 

346 
X 

In · the amount md qual11;1 or land ord other reiiQlrcea at their disposal, a 
creat 4 11\Y of them are in about the ...., s1blat1on aa were FSA IIOlperviaild 
borrower-a blttore o~ tmir lo&na, and m:laht ra~ ba expected 
to equal tbt1r perfaraanee. !be foll~ng table, t&len from a osnr. preea . • • 
ru.aae of r.bnuuy s, 1~3 allows the remarkable increases 1n proclw:tioa ob­
tained by lSI. b<>n'owers 1n ~2 as coap&red lll.th the increases obtained tv 
all ran.ra1 

DICI!B#.SES D1 PRCWCTIC!I OF ESSQI'WL CliOP AND 
LIVES'IOa< PRCDUCTS 1181'11ml 1941 ord 19<112 

BY ALL FtJt!BRS »< D BY ACTIVX DJII 

Product 

ll1lk ( lba • ) 
Pork (lba. lvwgt. ) 
Eggs (d.o:. ) 
Bee! (lbs . 1vwgt. ) 
Chielcena (1bs. 1-.wgt. ) 
Peanuts ( lba. ) 
Soybeans (bu. ) 
!lll· beans (lbs. ) 
SUgar beets (tons) 

I 

Increase •Percent 1 

1 1~ to 19<1121Inc reaae1 

3 , 914, 000, 000 s 
2,252, 000,000 JJ 15 

516, 000. 000 15 
1, 767,000,000 ll. 11 

566, 565, 000 !/14 
1, 028,000, 000 70 

l04 ,ooo ,ooo 98 
110, 500,000 6 

1, 616, 000 16 

l , <1119 , ooo,ooo 
192, 400, 000 

49,800, 000 
l24,3oo,ooo 

37, 100,000 
l.Ol, 700,000 

s,sso,ooo 
SO, lDO, OOO 

m ,ooo 

• • • • • • • • • • • s,o'¥1 ,ooo 
Total number ot all tarms • • • • • • • • • • ~ • i in 194.2 • • • • 465,~ 
Number of o.ot1vely eupervised. FSA borl'OII'e~ pr -~~ FSA bo~a. • • 7.6~ 
Proport!.a> ot all. t al'lll!rs who 'IIQI'e active.., su.- •• 

Y Prel1.minary unpublished W estimates or col!lloorci&l &il.au&•ter, ·plus hOIIIII uae. 

Chicken f18urea include camreroi&l broilors• 
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It ahoWd be kept in Dird., ot course, thct ~ of the borrowers whoea 
inorMMS &re reported bare have be.~ 81Vtn !aDD .ian&&Ctnt aasietance 
by tha FSA tor eeTeral ye&rS. '!be experi.anoe of the FSA lest year in­
clie&ted that f1 ret year borrowrs were not Nlle to increase production 
quite ae 1111eh ae the average borrower llho had been in t t.lir program longer. 

I! en~ ukee allonnce 1b r the tact that the s=p of a million and a halt 
ra.,.re referred to probably includes around a quarter of a lll1llioo or more 
FSA borrowers 'lt!o have alreney increased production by hiSh percentages ot 
their tomer production, and tl'at it al&O includeD some f&l'llllrS llho Jld&ht 
be 1n poei tion to increase production With credit, lu t w1 thru t ram lllll.llage­

unt. assistance, it would appear that &t leaat halt ot the group, or ap­
prc>X1Aate~ thr .. quarters o! a ail.lion, WQild be eo sit>lated that tbey 
could increase tt.l1r producticc veey a~bstantiall,y. • . -
..U. it 1e i.Jipoesible , 'llitbout e. care fill appraieal ram by tara, to sa;r 
uactl7 llb&t ,.,uld raa>lt it tara IIW\AiCent assietance and credit tor 
capital goode were acia avail.ebl.e to theae taraors, it is la\01111 that there 
are unu .. d reeources on tt.lee rar. about as crest as on .ran.e at FSA bor­
rowers. It therefor. w01ld be rea.eanable to aasu110 that increases in line 
with the increases alrea<\r obtained on !&l'l:l!l ot FSA borr<M'ers WQlld be poe­
ait>:L. on these ~. 

b attad:led table ccntaine data !urniet.ld ue by the FSI. llhich shows a re­
Sional dietributian of the increases obtained by their borrowers last year. 
Tb1e 81vee a rough indication at ore inoreuoe miiht be obtained by a 
l&raer nllllber ot e:llllUarly ait>la ted ! arNrl next year and in 1.944. No doubt 
there are aleo poee1b1litiee or setting additional production increases on 
-u' at the !&rill al.read¥ 1n the FS.\ program. Taking it all in all you can 
eoe U>at it is possible to obtain eubetantial increases 1n production on a 
lot of tar., with tan. ca.nagement ln4 credit bolp, increases 'lt!ieh sllall 
tu.re are not l.ikaly to obtain at all without euob assistance. 

ID &ddition to the eieeet>:L. increases wbleb qbt be obtained ~the thr .. 
quartan ot .. ail.lion ran.re referred to lbc>Ya, t be 1nere&a88 llhicb oan ba 
ct>tained on other r...- mould not ba O'l'erlookeil. IJJ you -u know, the food 
a1tuation ia such that the .. y1 ... poeeibla 1ner-s in !ood production on 
all raraa 'lbather they be larse or S~:~&ll, are greatly needed. UthOU8h tha 
1nereaaaa• obtainable on -.y rame mq be qui t.a aal.l, tr" need !or food ia 

80 
creat th&t an n the aall -tnta end pieeee• are or great ilqloronce. 

Sincaral.Y, 
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IDcreuea 1:n p rocluotiotl or e aaeotial orop aDd 11..-eatook produote betw"n 
19U o.nd 1H2 by o.ot1..,. orto.nclt.rd borr .. ore, by repou 

R • g 1 0 D 

• 
Produoto I 

I 
I 

II 
I III 

I I I 

I 
IV 

I v I 
VI 

I I I 
I VII I 

I I 
VIII I 

I 
IX 

I 
l[ 

I 

I I 
n I 

I 
UI 

. ~· No. vo. I!Oo MOo Jfo. Ho. Jlo. ~- • •• ••• ••• 
FSA. borrGrera I 111,015 29,S68 82,00 82,0U 92,361 81,810 U,928 43, 2114 9,688 U,784 12,.214 1o, aea 

ll1lk l.nDroo.n I 

POuDdo ( 000) 1 86,637 207, 676 186,4$8 11S,381 83, 870 117,662 228, 672 140,SS7 66,817 65,8011 tT,Sf' 21,6151 

~rooat I 17 15 16 25 S4 ·as 22 26 21: • 15 21 19 

Pork, l.nDroaoo I 
POUD cit. ( 000) I 1,119 21 ,083 611,712 16,1~ 18,288 8,378 38,8SS 16, 384 1,962 1, 165 4,121 6,1611 

~roo& I 12 S4 so 62 38 as 67 46 21 68 19 • 
Beet. 1Doreu• 

POuDdo ( 000) I 1,266 lli ,08S 18,400 8,478 4, 380 4,962 26,092 17,&16 6, 7119 14 ,UT 6,HT 4,110 

~roont I !:4 4S 62 4S ill 6lil ao· 41 60 $8 " 40 

Er-ra , 1DGI"'&M - (000) I 4,SSS 6,2411 8, 069 4,1811 6,870 a,su 7,208 6, 184 an 1,848 1.~ 1,1111 
~ ....... t I 28 40 28 29 48 n S2 S1 01 30 28 n 

Chial<oDO, l.nDreuo 
r-c~e (ooo) I 2, 661 1, 9S8 e,3eo 4,700 6, 600 S, 228 7,408 2,lSS 1,056 1, 106 410 MD 

~roo& I 24 29 36 ~5 60 38 41 215 4S n a 40 

Soybf,ua • 1ncr• ... • 
-1• (000) I 221 196 2 ,181 184 U7 296 106 12 

J! 
• I/ 

28 

Percwt I 464 196 89 81 265 138 362 36 . sse ~ 

~&D\lte, izacre .... I - - . 6, 1.12 38,060 14,234 - 41, 608 . - . 1, ... 

- · (000) 
I 

P.rcoat I - - - 29 68 162 . 210 - - • 114 
Dry 'b•u• • i.Dc.reue I 

POUD4o ( 000) I 284 2,015 188 712 3,294 1,184 1,069 621 - 156 16,384 2,722 2,841 
P.rooat I 6 16 16 17 40 21 84 18 - 1'7 66 38 2e 

S\lf;t.r beoto , s-ro .... I 

,_ (::::c) I 2 u 10 'J! y I 10 ll 1 36 56 

"""""nt I 0 ll2 69 53 48 1151 2 u 47 11 

y Leoo than 1 ,000 c~t• .. •• 
C) 
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TREASURY DEPARTMENT 

INTEit OFFICE COMMUNICATION 

OATC 

To Secretary Korgenthau 

,~ow Randolph Paul 
-·--

The Subcommittee of the Waya and Means Committee thia 
afternoon completed ita work and will report to the full 
Committee Monday morning at 10:30. The Subcommittee did 
not make any deoiaion aa to transition to pay-as-you-go 
leaving the whole question of cancellation and doubling' up 
to the full Committee. 

The Subcommittee adopted a ayat~ of current collection 
of income tax lia~ilitiea with the following features : 

1 . The withholding at aouroe at a 20 percent rate, as 
previously announced. This withhold.ing will net apply with 
respect to memhera of the armed forces, farm labor, or 
domestic servants . 

2. With respect to taxpayers whose chief interest is 
farming, two-thirds of the estimated tax liability must be 
paid before n.cemher 31 of any year, and the balance by 
Yarch 15 of the following year. (Thie ia the Canadian plan. ) 

S. With respect to taxpayers other than fal'liiBrs and 
other than those whose full liability is discharged through 
collection at source, quarterly returns mat be filed with 
income estimated on an annual bash and the tax paid currently 
in quarterly instal.l.mente. The taxpayer is allowed one month 
after the close of each quarter to make hie return and pay 
hie tax. He would presumably make final adjustments and 
settle hia final liability on )(arch 15 of the following year. 

The above current collection plan applies only to 
individual taxpayers, and not to corporations . 

The full Committee still faoea the moat difficult po­
litical problem, namely, that of deciding how much, if any, 
tax canoellation.ie to be allowed, and how much, if any, 

( doubling up of payment ia to be requ~ 
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TO: Secretary Uorgenthau 

FRO:A: !.lr. Paul 

- I ' ' ' 

I 11M s-• 

About a month ago Senator Taft brought to my atten­
tion the income tax liability of the Lincoln El ectric 
Company of Cleveland, Ohio. He was under the impression 
that certain provisions of the 1942 Act changed the tax 
incidence in this case . I wrote him on January 19 last 
briefly pointing out in effect that such ~~as not the ca~e 
and then di smissed the matter from my mind. However, 
recently he requested that I see Mr. J. F. Lincoln the 
President of the company , which I did last Thursday. I 
advised Yr. Lincoln as I had the Senator that this was a 
~ecentralized case and under Treasury rules and regulat ions 
I could do nothing about the matter but he insisted that I 
bring the matter to your attention, which I am now doing. 

The Lincoln Electric Company began business in 1906 
manufacturing and selling electric motors . From a small 
beginning it has grown into one of the dominant manu­
facturers of electric motors, welders and electrodes do-
ing a business in 1941 of nearly ~24 ,000,000 which I under­
stand has s ince increased unquestionably because of the war. 

"48 

I am also told that he is supplying approximately fifty per 
cent of the welding equipment requi red by the Navy and the 
Marit ime Commission and that representatives of the War 
Production Board and the Navy have indicated an interest in 
this matter. l&r. Lincoln who saw me , is the dominant figure 
in the company and has evolved a system over a period of year~ 
of sharing with his emoloyees the profits of the company. Th1s 
is not unusual. The unusual part of it is the extent to which 
he shares his profits. For instance, the salary of one of the 
vice-presidents is $12,453.28, his cash bonus is $40,000 ~lus 
the purchase of an annuity premium of $6 ,890.24 and a deslg­
nated interest in an employees ' trust agreement valued at 
$7,240.60 , a tot al of $66,584.12. On the o~her.ha~d an arma­
ture winder whose base pay is ~3 ,070. 45 , wh1ch .1s 1n 1tself 
more than average for similar employment, rece1ves a cash . 
bonus of $2,900, an annuity premium of $1 ,249.49 and a deslg­
nated interest in an employees ' trust agreement valued at 
$1,774. 56 , a total of $8,964.50! Mr. Lincoln claims and shows 
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by charts that as. a result of these large and conducive pay­
ments , or to put 1t another way, the generous sharing of 
prof its with the employees , makes it possible for him to 
produce more machines at somewhat l ess than one-half the 
cost of his nearest competitor. Incidentally, his co~peti­
tor 9 are such companies as General Electric , Western Electric 
and comparable manufacturers. Mr. Lincoln states that the f 
atti t ude of the Bureau is that since his over-all payments 
to his employees are out of li.ne with comparable salaries in 
t he same field they should be di sallowed to the extent of the 
rl ifference . He says that upon posing the query would his pay-
r oll have been quest ioned had he empl oyed twice the number of 
peopl e to pr oduce the same number of goods , a representative .~ 
of t he Bureau advised him i t 11ould not have been. Also he 
compl ains that he was told that no person who works with his 
handR i s worth $5 , 000. 

At the last session of Congress ~.tr . 'Lincoln appeared 
before the Naval Affairs Committee. At that time the chief 
concern of this Committee was the effect of bonuses paid by 
Government contract ors on the selling price to the Govern­
ment. At that hearing Mr. Lincoln stated that although l arge 
bonuses were paid to his employees act ually the cost to the 
Government was substantially r educed. The Committee seems to 
have been satisfied on this point and although this Co~ittee 
·.vas not interested in taxation , the ChiJ.ir;nan took occasion to 
s t ate: "You have gotten results by giving your bonuses. There 
are no two ways in the world about that but at the saJ!le t ime 
there should be some rule, and the thought has been running 
t hrough m:y mind , what I have been thinking about this t hing, 
t hat business engaged in inter~tat~ ?ommerce should be re­
s tricted daring the emergency 10 g1v1.ng these large bonuses 
out, because there is no doubt about i t , i t has the effect 
of evading the corporate taxes.• 

This of course is the thesis of the Bureau. A day or 
RO after i saw Mr. Lincoln I happened to see Mr. Helvering and 
I tol d him of Yr. Lincoln' s visit and his views as to w~y th~ 
Bureau was wrong in questioning his method of co~pensatlDg.hls 
employees . The Commissioner ' s ?ommen~ w~s that 1f we perm1tted 
corporations to carry out Mr. L1nco~n s 1deas there would not 
be any necessity for an excess prof1ts tax. 
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Obviously this company occupies a unique ~osition. 
Although SO% of the stock is held by J. F. Lincoln and his 
brother, J. C. Lincoln, and certain trusts set uo by them 
J. F. Lincoln r eceives a base pay of S59, 689.0J ,.no bonus' 
and an annuity pr emium paid for his account in the amount 
of ~12 ,711 . ~5 , in all $72 ,400 . ~8, which i s only $5 , 816.36 
more than one of the vice-presidents. His brother, who is 
chairman of t he board and treasurer, received a flat sal ary 
of ~3 .~08, no bonus and no annuity. The other 20% of the 
stock I understand is held largely, if not entirely, by em­
ployees of all classes to whom stock has been sold from time 
+.o time ·.vith the same incentive idea. In these circumstances 
the company is not .. articularly interested in the payment of 
dividends and the stockholders are not particularly interested 
in receiving dividends s ince their bonuses and other appurte­
n~ces amount to much more than dividends ordinarily would in 
the usual company. 

Mr. Lincoln i s a very persistent person and is insistent 
that the Bureau's attitude besides penalizing his company will 
destroy t he product iveness of its empl oyees and thereby seri­
ously affect and retard the V/ar effort. He made the statement 
to me t hat if all corporations engaged in the war effort had 
as good a record of production and cost that this Government 
would be i.n a better situation than it finds itself. He also 
informed me that he intended appearing befor~ the '.'lays and 
!leans Committee in this matter. Under the cucumstances I 
felt that the matter should be brought to your personal at­
tent ion. A copy of my letter to Senator Taft is attached. 

# 
Attachment. 

':l50 

Regraded Unclassified



( v .. : .... :\IDF 
~-37d263 

ry dear Senator: 

c 0 p y 

Jan. 19, 1943 

Heterence is made to your recent inquiry with respect 
to action t aken by the Bureau of' Internal Re venue concern­
ing the income tax liability ot' the Lincoln .l!:lectric Company 
of Cleveland, Ohio. 

Upon inquiry I find the sit uation to be substantial ly 
as follows: 'l'he case is pending before the Cleveland Divi­
sion of the 'l'echnical Staff . Conferences have been held 
between representatives of' the taxpayer and the •recbnical 
Staff_conoerning the amount of deductions the corporation may 
take lD t he years 1940 and 1941 on account ot' comrnsation 
peid to or promised to i ts e2ployees. The crux o the matter 
seems to be whether the corporation is entitled to deduct , in 
the case of each employee, not only (1) the base salary or 
wases paid to its employees, but also (2) certain cash bonuses, 
(31 premiums for retirement annuities, and (4) contributions 
to en employees' profit-sharing tr ust . The record indicates 
that the conferees, t hat is, t he representatives of the Tech­
nical St aff and the taxpayer, were unable to conpose their 
differences, and notice was finally served upon the taxpayer's 
representahves of the pur!)9se of the Technical Staff to dis­
allow deductions (3) and (4) , and its purpose to send what is 
commonly known as a defic1ency letter to the taxpayer from 
which it would have the right to appeal to the Tax Court of 
the United States. 

In our telephone conversation the other dey, I got the 
U!pression t he taxpayer's representatives thought the Revenue 
Act of 1942 had settled controversies of this sort . In trying 
to ascertain the facts and the law in the case, I have bad 
both the old and new provisions of law in mind. If we t~e 
the Revenue Act of 1942 fir st , it will be noted the p~ov~­
sions of section 162 are appl1cable only to years beg1nn~ng 
with 1942. See particularly subsect ion (d) of tb~t.sect1on. 
This leaves us to consider then only the old prov1s1ons of 
law applicable to 1940 and 1941, since t hese. are the ye~~ 
involved in the present situation. The appl1cable prov1s1on 
for 1940 end 1941 is section 23 (a), Internal Revenue Code . 
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In order for amounts to be deductible under that section 
they must t in the statutory langusgeJ. be "or<iinsry and neces­
sary", ana "reasonable" in amount. ~ince the statute speaks 
of a "reasonable" amount , someone must determine what a 
reasonable amount is. I hardly think Congress intended to 
say, every claimed deduction should be conclusively presumed 
to be reasonable in amount and, therefore allowed as a de­
ductivn. There must be some yardstick an~ some administrative 
action to carry out the purpose and policy of the law. As I 
understand the situation in this parti cular case at the moment , 
the administrative officers have determined the sums, claimed 
as deductions, do not fall within the yardstick of reasonable­
ness, and to the extent they are excessive they are to be 
disallowed. 

In conclusion, I might say, the ele.ment of "reasonable­
ness" persists in the law even unoer the provisions as amended 
by the 1942 Act . See subdivision (b) of section 162, Revenue 
Act of 1942. 

Hon. Robert A. Taft 
United States Senate. 

Copy attached 

• 

Very truly yours, 

(Sgd.) Randolph Paul 

General Counsel . 

352 
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MJ a .... S..tva 

' 1 II&•• JO• lettll' of fobr.,.y .a, li48 
HqiiOatlQ& out&la W-Ueo dth P .. poot b 
Go•..-.t ue of elHt.PloUt flll'lllabod bJ tho 
hto.o Uoot.lo r_. C ,..., 1a •• uouai 
U. Dlat.riol of Col..W.. 

W1Ua ropri to t.ha lotal •••boP of WnDU 
U..a .... 'r f.._al _,_.loo 11 ~. D1oblot of 
Col-"at .~ la6l u. Go ....... t pwobaooi 
.:86(8i6,MJ '*• ftla Ptpre-tod l6.2 pu 
•• ot all a&loo ot U.. tot.u &looblo ,_ 
Coepa111, ud ~o Oo•II'IIIIOilt pali ~. 711a,-l85 for 
Ullo --t of -.oat. 

1 .. •t II&YO It llu4 flfu"o for 1042 
wbloh 1 01a waoh fo~~:o&o a'bao utou ooolli'Oto. 
holl•'•'7 fkv•• JUt ocn~pllod 1M1ooto Gaat 
total Mt.M Grto.-.lll aou•;Uoo for 1968 
-. 411.na.&lll r.., at a total oo.t of $3,866~. 

I• ... NPPNl 1a 7ov tllld.,.otu4 ~that 
tM ••• a l ;• • Ma el .. trlo •110 tho 
Dlot.rlol ol fti'J'hc retoa, 4opa14'•1 a,.. tho 
._., •• tat Noh .. ,...to bolollott., 
ot ...._lUre ......... 700. 'rho a•uaco -t 
to - .. ·"' .. t. ,. • ... 1A lMl, uG i.'iC 
.. ,. ,_ Mla la&a. 

Pboto. tile in Diary 
Orig . file - Tbom~son 
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I • cr•t11 appraalatln ot '7CNI' letter • 
.la J'Oil 111q han aau 1D the pr .. a w are tak1111 
a 'f&PJ aotha part 1D haarlaga ba!JI& ba:U. bJ tba 
PUbllo Vt111tr ea..laalea lD the D1atr1atJ IA4 
ar• IU'Ilait •tro.a&lT that tba ltD.._ taate ut1t7 
a .,.,., Aiataatlal 4aaraaaa 1D rataa aharaa4 1a 
the Dhtrlat af Colwab1a. 1D whiob uer•••• of 
aouraa the fMaral Qoy.,_t wouU lhare. 
It 1a too aarq to t!lll bow n eoaaaful .. wW "• 
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TREASURY DEPARTMENT 

INTER Ol'l'ICIE COMMUN ICATION 

~o Secret ary Morgenthau Harch 5, 1943 

France s l·lcCathr an 

CON'l'ROVERSIAL Il:ISUES BEFORE CONGRESS 

1. Tax: Pay-As-You-Go - As . Canada l}repared to put a. pay-as­
you- go income tax p lan 1n effect by Aoril ~lith a directness 
unequalled here. di ssatisfaction with the stalemate on tax 
legi slation i ncreased in t he U.S. House of Reoresentatives 
~e?resentative Daniel Reed, a member of the sUbcommittee · ~ 
now considering proposals for putt i ng t axes on a cur r ent 
basis, sai d yesterday that if t he t axpayer isn't informed 
soon of his t ax liability, he wi ll hesi tate to buy war 
r~nds and to oarticipate in the Treasury' s Aoril financing 
drive . This obvi ously would "create a major disaster, " he 
sa id, because, "It •«ill mean that t he Treasury will have 
to apoeal to t he commerci a l banks to buy bonds to fin?nce 
the war. This, in turn, will create and nut new money 
into circulati on to bi d against the limited supol y of 
goods ava.ila.ble, thus fostering the very inflation the 
Tr easury has sought to prevent." J4oreover, thr eats to 
introduce a discharge neti tion r elieving the ',>/Rys and 
~~eans Cornmittee of further responsibility continued t o 
ci r cul ate and there was t a l k of forcing a test vote in 
the House on the new Carlson bill , which would include 
~odified featur es of the Ruml plan and a 2~ withholding 
tax at t he source. However , accor ding to an article in 
this morning 's New York Times, there are indications that 
the Subcommittee is "becoming mor e impressed with the 
Treasury's a rgument that the Gover nment cannot afford (in 
view of the lo bill i on dollars of new r evenue asked by 
the Pr esident) to fo rego any collectab le assets." 

Sal ary Ceiling - Administration supporters are reportedly 
concerned over the fact that the Disney sal ary l i mitati on 
r ider at tached to the Debt Limit Bill. which c leared the 
Rules Committee on Wednesday, will probab~y be. considered 
by the House acting in its canacity as a comm1ttee of 
the whole ." This would eliminate the necess i ty of a formal 
roll cal l, which they ar e said to be seeking to secure for 
the measure after its debate on the floor of the House . 
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~ Silver - Senator McCarran said yesterday that a Senate 
~ · A~oro?riations Subcommittee had voted unanimously to strike 

from the Treasury- Post Office Bill a House- approved amendment 
which would withhold funds from the Treasury for f uture 
purchase and transportat ion of silver under the 1934 Pur­
chase Act. Although the action was only tentative since 
the Subcommittee is sti 11 considering the bi 11 , l~cCarran 
said he thought most Congressional opposition to the con­
tinuation of the s ilver purchase program had been abated 
by measures taken recent l y. 

0 . ·.~.I. - Demanding a Congressiona l investigation of the 
O~I, Representative John Taber, ranking Republican member 
of the Appropriations Committee, showed the House yesterday ~ 
a oublicati on entitled "The Life of fr anklin D. Roosevelt," 
... hich he said Elmer Davis bad told him was published and 
distri buted by the OWl at Government expense. Charging 
that the publication was "ourely politica l propaganda de­
signed entirely to promote th~ fourth term and dictatorship!" 
he claimed it contained "noth1ng in the nature of war--nothlng 
to help the war effort." He also questioned the necessity 
of a oersonnel of 3,900 employed by the OWI. 

Regraded Unclassified



( 
WEl«>IWIDUli FOR THE SEC HEnRY. 

llarch 5, 1943. 

llail Report 

This past week saw a rise in mail dealing w1 t h 
Bonde and a shar~ decrease in tax mail. No new sub­
jects or new var1ations of old subjects were developed. 

Only 22 persons wrote to express their approval 
of a pay-as-you-go tax plan, and of these , only 3 voted 
for the Ruml Plan in its entirety. TWo ob jected in 
principle to .this method of tax collection, and 17 
stated definitely that there should be no forgiveness 
of a full year's taxes. Very strong emphasis was 
placed on the desirability of extabliahlng a pay-as­
you-go plan by beginning payment now on whichever 
is larger , the income for 1942 or that for 1943. 
Ten taxpayers sent their completed r eturns directly 
to the Secretary. Some 35 had questions about their 

. own problems , and a few offered suggestions for simpli­
fying collection methods . A number felt they could 
not meet higner taxes, and there were various protests 
about exemptions . There were several letters from 
CIO Unions submitting Resolutions calling for in­
creased exemptions and a re~eal of the Victory Tax. 
There were a number of complaints that tax forms were 
not on band, am o.tners in regard to difficulties 
encountered when the writers attempted to pay their 
taxee . Refusal of Collectors to accept cash bas been 
commented upon in several caustic letters. 

The Bom mail was full of suggestions which 
followed the usual pattern: provide additional sales 
facilities· offer new type of Bonds; permit borrowing 
on Bonde, ~tc . There seems to be a dangerous flare - up 
of the old rumor that Bonds now being sold will never 
be redeemed or the Government will renege in some way. 
Two Congres~men transmitted protests on the expensive 
.ailing tube, and other writers questioned the use of 
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Memorandum for the Secretary. March 5, 1943. 

franked envelopes or of Government-paid telegrams by 
non-official agencies promoting the sale of Bonds and 
Stamps . There were a number of reported instances 
of excessive cashing of Bonds -- in all, 61 were 
submitted to the Secretary for redemption, 15 coming 
from Patchogue, New York. Of the 44 individual com­
plaints, almost all came from civilian and military 
personnel of the Jar Department. 

In the general mail, only 6 l etters spoke of 
Federal sponsorship of agricultural credit agencies. 
One writer favored these agencies and 5 opposed them. 
Ther e is still occasional objection to the recent 
iaauance of Federal Resene Sank notes, and scattered 
complaints of excessive spending in local war projects 
of various types. 

White House ~ail in February totaled 764 letters, 
of which 390 were handled in this Division. This 
correspondence reflects the general interest in pay­
as-you-go taxation. For the first time in some months, 
this has fallen below the February receipts of one 
prnious year, although it is 1 arger t han those of 
other years . In 1938, we received 1,098 pieces of 
mail; in 1940, 376, in 1941, 439 • 

• 

.... 
• 
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General Comments 

James Harold, N.Y. C. I trust you will pardon mf 
writing to you, but as one of America's little people 
it occurred to me that you might be interested in ' 
what we little people think. First of all, we don ' t 
like to read about Yr. Paul saying he is going to 
forgive us anything for two reasons. No. 1 is that 
we don't think it's up to Mr . Paul for he was never 
elected by us to any job; and No. 2, we Americans have 
to pay this war bill for the Treasury is just OUR 
method of paying bills. ill of us little people pay 
last year's taxes witb this year's money , and God knows 
that's hard enough, with food higher and rents and in­
surance the same. Don' t forget, llr. llorgenthau, that 
a lot of us have NOT h.ad any increues in pay like the 
Union workers . AnOther thing -- I read in the papers 
that you want to tax the Government tax-free Bonds. 
We little people don't own those so that doesn't affect 
us, but I am afraid that you are overlooking one thing, 
and that is that you may be making people wonder if 
their War Bonds may not be changed in some way or other. 
Only yesterday, I heard one fellow say that probably 
by the time the War Bonds were due, there would be some 
tricky idea to kill them. You see, people still re­
member that the Government broke its promise on the 
goldbacks and now if they do it on their Bonds, more 
and more people will wonder. * * * So let Washington 
start cleaning house and playin~ ball honestly. * * * 
When that's done, all America Wlll back you up to bell 
and gone. But let it go on as it ia , and Washington 
will see the greatest housecleaning it. 's ever seen at. 
the next election. Harry Hopkins doing so well for him­
self and family don't go so well. * * * 

Fred W. Gr eene, Dunsmuir, Calif . It affords me a great 
amount of pleasure t o extend to you and your Department 
my beat wishes. I can safely and sincerely say, 
Honorable Sir, that I have never seen a better balanced 
Administration than the present, end to you singl y the 
credit for distribution for the Department. In these 
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times a he a "7 a train falls upon Goverllllen tal Beads 
but the remarkable manner that offi cials are stand~ 
ing up and turning in performance certainly deserves 
credit . * • • 

Krs . W. J, Kless ig, Badger, Minn. A recent newscast 
represented you as being in sympathy with the demands 
of rural bankers for an end to Government loans to small 
farmers . * * * Loans to small farmers by the Farm 
Security Administration and the Farm Credit Adminis­
tration of the Emergency Crop and Feed Loan ldminis­
tration, in no wise affect ba.nk loana to farmers , 

• F. S. l. and F. C.l. lend only to those farmers who are 
unable to secure loans from local banks. Applicants 
for loans from those administrations ., e asked if they 
have endeavored to borrow from sources other then the 
Government , end make affidavit that they have so tried 
and have failed . * * * No farmer can get a loan from a 
rural bank without gilt- edged security. The small 
farmer doesn't have . the property which constitutes such 
security, or else he doesn't have them free from mort­
gage . The local banks lend to those farmers who wish 
to expand and have, f ree from mortgage, property that 
will much more t han cover the loan. The small farmers, 
both in north Florida, where we lived for ten years, 
and in this ~rush country• of northern Minnesota, have 
nothing a bank would accept as security. ***After a 
farmer baa atated that he cannot secure a loan from a 
source other than the Government, he is questioned closely 
about hia us eta -- cash, credi ta, atock, machine~y 1 !eed, 
seed characteristics of his farm - - and his liab1l1t1ea, 
ete ,'• • • We had a five-year F.S. ! . loan which we paid 
in three yeara . Two years later , due to drought condi­
tione , we asked for , and were granted, an F.C.l •. feed 
and aeed loan, which, with drought conditions at1ll con­
tinuing, we were barely able to pay when due . That ye~r 
only those far.mers with ext ra, extra first-clasa secur1ty 
could get bank loans . • * • I cannot understand why rural 
bankers contend that they are adversely affected by F.S.l. 
and F. C,l. loans to small farmers , The only farmers who 
can borrow from these administrations cannot borrow f rom 
Siiilca . * * * 
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R. Rutter Wartin, Lakewood, Ohio. The United States 
ir~ recommended the removal of five men working for 
an aluminum com~any whom they stated, after observa­
tion over a per1od of time, had purposely slowed up 
production. The men in the department involved all 
quit their jobs. * * * 1 food companr, producing de­
hydrated food s for the Armed Forces, was unable to 
secure a sufficient number of men, placed a few girls 
in the department - result , a ait-down strike in the 
entire plant because of Union objection to the employ­
ment of women. * * * 1 local club of respectable citi­
zens holds a family dinner. llanr JDembera have children 
who play in a ~h School band. Permission of the 
Superintendent o1 Schools was requested so that th~ 
band could play at the family dinner. The School 
Superintendent was agreeable but he said Union official• 
would not consent on the ~rounds the club had enough 
money to hire Union music1ans if they wanted music. 
Is this the America your ancestors and mine fought for 
and are still fighting? *** Certainly, I am for Labor 
Unions , but don' t you agree they muet conduct them­
selves in the American way? Yours is a responsible 
Job. Never before has such a responsibility reate~ 
upon honest offic i als . Will you advocate and work for 
legislation to co rrect the m&U7 unfair and un-American 
labor aituations existing? 
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Favorable Comments 2! Bonds 

J, G. Miller, Houston, Texas. We are putting future 
generat ions into financial bondage by the issuance of 
tax- exempt Bonde. The interest on the Bonde would buy 
vast supplies of munitions . • • • I have thought that 
all of ua should waive interest on our Bonds . This we 
could do by giving a Power of Attorney to the Secretary 
of the Treasury authorizing him to appl{ interest on 
the purchase of munitions. The •uttle people whom 
I have discussed this plan with, have aiproved it . I 
believe that it would apread like a pra rie fire acrose 
the nation. We want to give to, not get from the 
Government. Do you approve ~ idea? 
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Unfavorable Comments on Bonds --

H. 1 . Shaffer, New Castle , Pa. I would like to have 
some information in regard to the charge made when it 
ia necessary to cash in a Defense Savings Bond. * * * 
W;y wife, Mrs . Irene )(, Shaffer went to the Lawrence 
Savings & Trust Company this morning to cash in a Bond, 
and the secretary, Char les Johns , Jr . , 1111.de her pay $1 
for service charges. * * * I was told by Kr. Johns that 
the bank could not afford to do this free-of- charge 
as they were held r esponsible for this Bond. I do ~ot 
thi.nk that was a very good explanation as I am sure the 
Government would soon investigate if the proper party 
did not receive the cash for the Bond that was turned 
in. It 1 ooka to me aa though the banks are male ing a 
little extra money. There is no place on the Bonds 
that there will be a charge made in order to cash in a 
Bond . I have been off of work for over 3 months, and 
it waa necessary tc cash in the Bond, but I am now back 
working temporarily, due tc my injury, and I have signed 
up for 10% of my earning~; my sons are doing the same 
thing. * * * 

.., 
T. Q. Hall, Vice President, Security-First National 
Bank of Loa Angeles. In the sale of War Savings Bonds, 
we constantly &re required to furnish advice and 
assistance to 11urchasers of Bonds in matters that we 
do not feel are fully and properly covered in the rules 
and re2Ulations. We have one aucb situation before us . 
In 1935 and 1936 a young man purchased nllllbers of U. S. 
Saving• Bonda, and named his mother as co-owner . 1 abort 
time ago he married. Them other ia agreeable to having 
her name removed as co-owner on theae Bonds, and it is 
the deaire that the Bonds be reissued in the names of 
the young man and h ia wife . We could only adnnce the 
information that the present regulations call for 
enoasbment of the Bonae, at a material loss of interest. 
Could you advise us if there is any procedure which can 
be followed i n a aituation such ae thia to save the in­
tereat which would have to be forfeited if the Bonds 
were oaahed? * • • 
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Senator Joseph F. Guffey, Washington, D.C. I am in 
receipt of a postal card from Mr. Harold L. Heimbach, 
Postmaster at Quakertown, Pa., reading as follows· 
•something should be done about stopping the paym;nt 
of U. S. War Savings Bonde for the duration. It is 
getting to be a joke the way certain people subscribe 
to the payroll deduction plan and then cash their 
Bonds u soon aa possible. hd this clan of people 
will be the first ones to crowd the relief rolls after 
the war. i s Postmaster, I know that I am stating 
facta. • I submit these statements to you for your 
consideration and such action aa in your opinion may 
be warranted. 

Senator William Langer, (North Dakota ), forwards a 
letter he has received from James W. Witherow, Attorney­
at-Law, Moorhead , Minn. , which reads as follows : •• • • 
i t the close of the last war, the Federal ReserTe Banks 
instead of supporting the market compelled a good many 
of the banks to throw the Bonds on the market and suf­
fer substantial losses through their patriotism in 
supporting the Government while the war was on. As an 
example, The Firat National Bank of ~orhead bad 
$200LOOO worth of Bonds on hand, upon which they asked 
the Uderal Reserve for a loa.n, whlnh waa refused, 
telling them to sell their Bonde on the market, which 
t hey were obliged to do at a loss of $30,000.• **We 
in the Northwest must remember that Wr. Korgenthau told 
the people in Boston that the United States was going 
to i~ort wheat f rom Canada to bear down the wheat of 
the farms in the interest of the Eastern laborers. How 
the quution is: How much confidence can the banks and 
people , not only in the Northwest but throughout the 
country, justifiably place in a man whose knowledge of 
fundamental economics ia so erroneous, and whose greedy 
selfishness would sacrifice the interests of the farmers 
to appease the Labor Unions? How do we know that such 
a man would not sacrifice the interests of the Bond­
holder• to appease the speculators with whom he has 
been associated all of his business life and career? 
* * * i 10% ahrink on the present holdings of banks 

• 
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and other financial institutions bought for patriotic 
motiTea would wipe out the capital and surplua of the 
greater portions of the hanks throughout the Northwest, 
and probably throughout the entire country. * • • We 
cannot afford to trust our financial safety to the 
tender mercies of the raTening wolves of the security 
markets, particularly when in the light of previous 
experience, the Treasury and the Federal Reserve fail 
to afford the banks and financial institutions protec­
tion against unscrupulous speculators . • * * 

W. R. KcClayton, TheW. B. Cassell Co. , (Provisions, 
Vegetable Oils , Food Products), Baltimore, Md. I was 
struck by What I saw at the Baltimore Post Office 
yesterday. Three windows were busy redeeming Bonds. 
The one wi.ndow that was open for the sale of Bonds had 
nobody in front of it. It seeu to me if citizens are 
subscribing to Bonds just aa part of a face-saving 
campaign, that it ought to be made more difficult for 
them to redeem them or to cash them in. Certainly we 
get npwhere if as soon as the Bonds are bought , pur­
chasers turn right around end redeem them. 
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Favorable Commenta ~ Taxation 

(Should the following be •Favorable• or •Unfavorable•?) 

Josephine 1. Hauger , Woodcliff , N.J. I beg to be ex­
cused from paying any tax . Have always been exempt 
due to my supporting a sister, who is unable to work. 
It would be a joy and privilege for me to contribute 
~ share too, were I in a position to do so . wy only 
son is in the Air Corps at Greenwood, Mise. I receive 
no support from him, nor our Government. lnd ~ debts 
are a constant worry to me. You will understand ~ 
position. Thank you. 

)(rs. Brenn Green, N. Y .C. In rq own sm.all way a survey 
t&ken among friends and relatives, all with some mem­
bers in the lrmed Services, some in factories, ship­
yards , white-collar workers , living in N.Y.C. , Florida , 
Baltimore and Pennsylvania - - about 80 altogether -­
reveals: 1. Against Ruml Plan. 

2. All going to pay, and cheerfully, first 
installment and subsequent payments of 
1942 tax . 

S. !11 in favor of a pay-as-you-go for 1943. 
4. Only 2 thought 1942 taxes should be 

partially forgiven . 
5. !11 want $25,000 ceiling which President 

Roosevelt advocates. 
I thought you would llli to know this. 11¥ conclu~ion 
ia (and has been) that the average man and woman lS 
lOQJ in back of t .he War effort, aick of Congressional 
bickering . I think the Treasury Department should 
becoae very vocal on this eubjeot, to lead the way to 
eliminate furtlier confusion. 

S. H. Zitter, Treasurer, Platt Contracting Co. , Inc., 
Cambridge, Mass . !a one Treasurer to another, I would 
like to throw in my 2-oents ' worth about t~e Ruml Plan. 
The plan ia all right as plans go, but I a1ncerely 
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Favorable Comments ~ Taxation 

(Should the following be •Favorable• or 8 Unfavorable8 ?) 

Josephine 1. Hauger , Woodcliff , N.J. I beg to be ex­
cused from paying any tax . Have always been exempt 
due to mf supporting a sister, Who is unable to work 
It would be a joy and privilege for me to contribute . 
mf share too, were I in a position to do so . yY only 
son is in the lir Corps at Greenwood, Miss. I receive 
no support from him, nor our Government. lnd =1 debts 
are a constant worry to me. You will understand =1 
position. Thank you. 

Mrs . Brenn Green, N.Y.C . In~ own small way a survey 
taken anong friends and relatives 1 all with some mem­
bers in the Armed Services, some ln factories, ship­
yards, white-collar workers, living in N.Y.C. , Florida, 
Baltimore and Pennsylvania -- about 80 altogether -­
reveals: 1. Against Ruml Plan. 

2. All going to pay, and cheerfully, first 
installment and subsequent payments of 
1942 tax. 

3. ill in f avor of a pay-as-you-go for 1943. 
4. Only 2 thought 1942 taxes should be 

partially forgiven. 
5. 111 want $25,000 ceiling which President 

Roosevelt advocates. 
I thought you would lila! to lcnow thia . yY conclusion 
1a (and has been) that the average man and woman is 
lOOS in back of the War effort, aick of Congressional 
bickering. I think the Treasury Department should 
become very vocal on this subject, to lead the way to 
eliminate further confusion. 

S. H. Zitter, Treasurer, Platt Contracting Co . , Inc., 
Cambridge , Mass. As one Treasurer to another, I would 
like to throw in my 2-centa' worth about the Ruml Plan. 
The plan is all right as plana go , but I sincerely 
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believe that our Government will get •grpped• unlesd 
I am aieinforJD.ed about the darn thing.· If it is 
Rum!' • intention to pay- as-you-go-along in 1943 on 
1942 income, and call it a 1948 income tax - - o.k. , 
I am tatisfied. BUT, if I am correct in assUJD.ing 
that it is Ruml•s intention to pay-as-you-go-along 
in 1948 on ' 43 income with adjustments after the close 
of the year , and forget the 1942 tax , t hen, NO ! 
DEFINITELY! * * * For your information, I am enclosing 
a pupblet which I have drawn up about my Company, 
just so you really won't think I am just another crank 
seeking publicity. Please believe this: I appreciate 
what my Country bas done, and is doing, for me, and in 
my 01111 huable way, I u trylng to offer a suggestion 
which will help the individual, and still keep the 
Government from losing any of ita auch-needed income . 

Sarah Nordyke Spears, Boulder, Colo. (Letter addressed 
to the President and referred by the White House.) 
The enclosed, ·~ Return to the Income Tax Club• , 
I wrote for my -husband Who is a teacher of history 
and economics. * * * •Today is a great day; today 
marks my return to the Income Tax Club. I' ve been 
out fo r ten years -- t en grinding, uncertain years . 
* * * Ten years in which I tried to do willingly and 
well1 the job that was made for mei and was ~rateful 
for the aeager wage which kept sou s and bod1ea to­
gether for my wife and me. Now there is rooa in the 
Inooae Tax Club for ae ; there ia rooa in my profession 
for a e· I am truly grateful to have the privilege of 
returning to the Inc011.e Tax Club • . * * * 

Rev. J. W. Hood, Johnstown, N. Y. I take the ~reat 
libertr of writing to you aa follows: i ll things con­
sidered I believe the t the present arrangement for 
colleotlon of the income tax is the beat for all con­
cerned. I t r ust the Governaent will not be bulldozed 
br demagogic cl amor into changing the law, unless ~ 
distinctly better me thod can oe devised. I am sat~s­
fied with the present system, and I shall pay up Wl thout 
gruabling, although it will not be exactly easy. 
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Unfavorable Comments on Taxation 

C. Russell Phillips, LAw Offices, Montgomery WcCracken 
Walker & Rhoads, Philadelphia, Pa. * • • Fo~ a good ' 
mmy yeara I hue been preparing and filing income 'tax 
returns with the Collector of Internal Revenue at 
Philadelphia. I write the Collector a letter stating 
that I enclose a return, giving the neme of the client 
the year involved and &lao stating that I enclose a ' 
check for the tax, giving the amount. I take a. dupli­
cate of this letter and aak the Collector to stamp it 
indicating receipt of the original. Invariably, I am 
told that this is impossible; that the clerk has no 
authority to give receipts of thia sort. However , 
after an argument, I have never failed to aecure such 
an endorsement. * * * When a return ia filed, end part 
or all of the tax paid, the taxpayer delivers two 
pieces afpaper to the Collector, a tax return and a 
check. If either of these is lost or the date of 
filing erroneously noted, there J181 be aerioua con­
sequences for the taxpayer, the least of which may be 
a law suit to eatablish the true facts . This year 
I have had the same experience to a worse degree. 
I took the usual letter on my personal income tax re­
turn, with a duplicate of the return end also a check 
for one-half of the tax . I went to the cashier's 
window, and after aeveral tries found they all refused 
to sta111p the letter. One of them agreed to stup end 
did stamp the duplicate of the return. I asked for a 
receipt for the money and was told that there was no 
authority to iuue 110re then one receipt, end that I 
would have to take either a receipt for the check or 
a receipt for the return stamped on the duplicate , 
but the t I could not have both. I then asked that 
the receipt on the duplicate tax return be crossed out 
and that I be given a receipt for the tax. This was 
done This procedure required en argument at several 
wind~wa. There were at least aix caahiera' windows, 
all vacant on the d11 that I went there, ao there was 
plenty of ti.e to consider the matter. 1 aupervisor 
of aoae sort waa au.moned, and it waa only after en 
argument with him that I obtained the reault indicated. 
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Although I paid af tax on the 23rd of February the 
check did not clear in the aonth of February. 'Whether 
it will be deposited in time to clear before the lSt.h 
of March, I do not know. ~ auggestion is that it is 
altogether unbusinesslike and wholly arbitrary and 
improper to insi st that a taxp&fer file his return and 
have no acknowledgment of any kind that it has been I 
received. Ther e are penalties for not filing a return 
on time . The only way a taxpayer can protect himself 
is to take a group of witnesses with him, sufficient 
in number to overcome any contrary testiaony the 
Collector might produce. * * * I should like to record 
a vigorous protest on this practice, It has been going ·· : ... 
on so lonf that I u sure it i s not merely a whiA of 
some part cular clerk. It is the established practi ce 
and it is unjustifiable fr om any point of view, * * * 

F. G. Rogers, Philadelphia, Pa. I wish to give you 
some elementary thou~hts on the Ruml Plan, and wish to 
say that I think it u the most sensible plan that was 
ever put in the lap of Washington. Canada is getting 
ready to put into effect the Ruml Plan, or what amounts 
to the same thing; thus, Canada is still another march 
on the United States, which is stil l stalling on the 
question, with Congress immerged in thought and the 
Treasury Department in theory. The Dominion of Canada 
has been working gradually into ita own version of 
Beardsley Ruml's idea of collecting present taxes out 
of present income , and letting the Government book­
keeping department forget about the taxes on last year's 
income. The awing to the Ruml Plan h accordingly to 
be done sen1ibly and without fuss. This is character­
i stic of Canada' s realistic approach to all its war time 
proble11111 , * * * I have heard rumors 11hich I think well 
founded that the reason, or one of the main reasons , 
this plan is not put into effect is due to the fact 
that lt wun•t thought of by the Treasury Department. 
Now, for the sake of God and Country, and all the h~ble 
taxpayer• in these United States, we beg that you g1ve · 
conaider ation put away politics and jealousies, and 
pasa this Rumi Plan without further fuse and feathers. 
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Henry R. Smith, Welrose , Kass. I ha~e just completed 
rq incoae tax calculations Sl a find rqaelf with the 
choice of going bankrupt. What does happen to a 
staunchly loyal citizen who cannot pay his taxes? 
Specifically, what action does the Government take 
against a delinquent who cannot pay, as now, when the 
present taxes IIJllount to 25% of gross income and lean 
no reserve. Seems a rather ahaoby reward after 
struggling to raise a decent family and comply wi th 
the philosophy of the Nation~ 

L. E. i dler, Southern Electric & Transmission Co ., 
Dallas, Tex . , in sending copy of letter to the Collector 
of Internal Revenue , De.llas, remitting three checks 
in the amounts of $65.05, $3,002.72, and $1,899.17, says: 
~ith certain bureaucrats shedding crocodile tears 
over the plight of small business, this goes on~ If 
you know the details of this case , yOu"'iould undoubtedly 
throw it in reverse gear. Feeling that you are entitled 
to an honest explanat ion of our delay in remitting, 
please note the following facts: This alleged 'sal ary 
disallowance', bein~ retroactive , completely ruined our 
cash position, and 1t was necessary to float a bank 
loan to handle. ! t the present moment, we are trying 
desperat ely to finance the manufacture of War equipment 
for the U. S. Signal Corps in the face of losing our 
entire working capital. I realize of course that the 
Treasury Department is not at all interested in our 
nlue to the War Department , 81ld merely cite the above 
f&cta to justify our delAy. Sadly enough, however, i~ 
is axiomatic that an overmilked cow soon becomes dry. 

1. E. Post, Tottenville , S.I., N.Y. We are unable to 
get a supply of U. S. Income Tax Blanks - none at 
Staten Island National Bank and Trust Co ., Tottenville, 
N.Y. , and none at Corn E.xchange Bank Trust, ~t . George, 
Stat en Island . How can new taxpayers pay Un1ted States 
an income tax wi th no tax form avai~able? * * * 
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Walter E. Kopp, Str&t.ford, Conn. I filed my ineo11e 
tax report February 25, and it waa $245.00 and 
I pe.yed it all at the Post O.tfice, and know I IIlii 

told tb& t I should have payed only one quater that 
is $61.25 and to forget the rest that is $183.75 
know if the Ruml tax pl an is passed doze that mean 
that I will have to ~ay the $245.00 all over again 
if so can I get the $245. 00 back again or is thay 
some other way so I will not have to pay it if the 
Ruml bill is passed. 
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Narcb 4, 1943 

COlill DENTl.IJ, 

Doar Kr, Secretary: Attent ion: Mr, H, D, Wbito 

I am oncloolac our C08p1lat1on for tbe veek ended 

february l 4, 1943, ohowlng dollar dhburoeaento out of tbe 

llrithb i.lapire and Frencb &ccount e at tbh baa'< &nd tbe 

aeane by .ntcb theae expenditure• vert financed, 

Fa1 t hfull:r ;rour 1, 

1•1 L . w • .ll:nol<e 

L. v. lRoke, 
Vice Preeldont. 

!be Honoreble Heney Mor,entbau, Jr., 
Secretary of the Treaaury, 
Watb lac ton, D. c. 

:Enclosure 
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AIR POUCH 

No, 6 

THE FOREIGN seRVICE 
01' THE 

UNITED STATES 01' A MERICA 

AMERICAN EMBASSY 
London , F.ngland, 

February 8, 194J. 

Dear Mr. Secretary: 

Enclosed is a photograph end a copy or the 
Women ' s Land Army Magazine together with a message 
to Mrs . Roosevelt trom Lady Denman, Honorary Director 
or the Women • a Land Army. Lady Denman esked me it 
I would send this material to ~e. Roosevelt via the 
pouch and I agread to do so. 

I have experiencec exceptional difficulty in 
obtaining clear and adequate information concerning 
the Women's Land Army, I have visited the farm 
headquarters of the organization (Lady Denman• s home) 
where t here are l and girls at work us well as a group 
in training, Tomorrow I leave early for a two or 
three days• visi t to a county headquarters, several 
farms and an Agricultural College. 

I plan to have a report in by the time you 
receive this. 

Sincerely, 

The Honorable 
Henry llorge.nthau, :rr. , 

Secretary of the Treasury, 
Washington . 
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opt;;, n9 . 21 

Jnfoi'Mtioa recei•ed up t.o 7 A.ll., 5\.b M&.rch, 

Mc.[)ITBIUVJIIW!. On ll. ~h Fobruory ono or H.M. 

mlnoaweoper ln Nort.h Adriatic . )nl. 6 iohipe in outbound convoy ~rpedoocl soutb of 

OORIWI. 

2. MlLUARX 

tu:HSIA. Northern Stctor. 2nd . t'Mk tnOII¥ at.t.aolt south vest. or 

SIOI tiSIR (20 .Uoo !l.o. or Bi:JA) ••• ropulowd and a c .. pany or onooy liar!< VI 

() enc&~tcl. South ot MEDJES ~ BAB our tanka aur,.'l"ietd a conalcterable torc:e of ,_, __ ._ 

inl'ant.ry and Wllotwd beuy casualUeo. I. t.ot&l ot 2S ..,...,. Cenko have beOil aban­

donocl ln t.hh aroo. )rd. lln- renewocl hU at .. cu ln SEDJiliANE area aDd p.!nocl 

1011.0 lf'O\I.nd at. the expen•• of heo.v1 caaualtieo. Centrt.l Secc.or. Pro:nch have re-

occup1ocl pooo nort.h oaa~ of DJi:lli:L II!Ullt.A (20 mUoo N. l.. or SB£11U) and tboir 

potrGl.o aro operatinr unopposocl ..,.tor PICHON. SIDI BOUZID and road F..:lltuii.­

GAFSA cloar or onomy . 

~· Russians have captured CL~lNO (on railway between RZHEV 

and VLI.UIY..WKI) u woll as local1t1ta 7S •lloo N.W. ond SO •Uoo S .W. of KU~. 

) . AIR OPf&flQI!S 

llt:Sf!l'-~ ~If. 3rd/4t.h. 896 tono ot H.E. and incendiaries .. ,.. 

droppocl on HAIIlid!IG. 82 R.C.A.F. (1 .tooinJ), 2) R.A ... . F. and 8 How Zooland (1 

.tu1nc) &lro..tt t.oolt po.rt. 4t.h. HAIII and 1!011'llU1AII woro attacked b7 l7 aDd 30 

Q rort.relltl (8, 17) r.a,.at1vel1. el:!:QY !'1-Sht.er caeuat:t.itl 14, n111 n.U . 5 fort,... 

reaee1 a.helni• l2 Wo~uitoa were employod 1n IUOCIIII'ul. et.t..ack:a near LZ Wt.HS and 

VJ.L~IUlNES. 4th/Stb. Aircraft dooJ)IItchod sao alnlnr 27 (1 .totln£, 1 oruhod) , 

RUHR 6, loarloto 19 (1 aiooing) . 

H£!)IrERRANEIIII. Jrd. 7 U.S. Liboratorl (B. 24) bombed JIBSSilih har­

bour. )rd/.i.t.h. A 71000 ton eneo.y ah1P in escorted convoy Wlt.l torpedoed and. aet on 

!'ire nort.h or PA~. 
[Uli!SIA. 2nd. 72 escorted u.s. •boro eoploywd ag&!Mt TUlliS, LA 

OOIJL~tri: and IIAT&liRAII. 2nci/Jn!. !:h.., eoncontntl ono H.W. ot IIAR.t.'TI! atttckocl br 2S 
Holl!axu and l'ollinctono . )rd. SL AOUl!IA, IIAf&liR, IIEDJI.Z U. IIlli and a.lrl'lo1do ln 
G.\US &roo attacked b/19 U.S. a .. ..,. •bora and S2 0 .~. l4bt •boro. D>...., 
caaualtita 10, 4 , 9 . Olin 10, nil, 7. 

~· 2nd. IAIIIllmA and Wli<U.IIIC •bod by 13 escor ted U. S. 
l'itchollo (B. 'S). 
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