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Septsnber 22, 1941 
10:15 a.m. 

RE EXCESS RESERVES 

Present : 

H.1!. Jr: 

Bell: 

H.JJ . J r: 

Bell: 

}.!r, Morris 
Yr. Haas 
Llr . Stevmrt 
Mr . v.hite 
llr. Bell 

\'/ell, where do .-;e stand? 

\'/ell, we don 't stand very much together. \'le 
had a meeting Saturday moming with the 
Federal Reserve Board people and Mr. l~as 
had dravm u~ 9-uite a lengthy joint statement, 
draft of a JOlnt stat6ment, and the 
Federal Reserve Board had also dra1'1Il a 
statement which wasn' t supposed to be 
joint, but which was very short and the 
whole question between the two staffs --

May I interrupt you? Is the Treasury 
together? 

I think the Treasury is pretty well together . 
I think there may be a difference of opinion 
on the effect of raising reserve requirements 
or whether it is necessary, but I think 
the Treasury would go along on raising reserve 
requirements to the present limit provided 
there is a statement to the effect that there 
would be no request for additional authority 
at this time . We will let the market knCVI 
we are not going to ask for authority unless 
Tie consider at some later time that it is 
absolutely essential . It is on the second 

1 
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JI.U.Jr: 

Bell: 

Haas: 

H.!l. Jr : 

Hans : 

Be.ll : 

Haas: 

H.M.Jr: 

Haas: 

li. !.!. Jr : 

Stewart: 

ll. lJ. Jr : 

White : 

H . ~~. Jr: 

i/hi te: 

Haas : 

- 2 -

point that the board--

Do you mind if I interrupt you? Is there 
any dissension from that, George? You don't 
mind, do you? 

No, no. 

No, I think, l.!r. Secretary, that the statement 
which Dan asked me to try to draft so as to 
bring the meeting to a head--

Could all of you come closer so I don't have 
to ~tear my bifocals. 

I think this statement as no~ revised, that 
everybody in the Treasury would be happy with 
it . We don't kno1v 11hat your opinion would be . 

'Ne IVOuld be ha'Dpy to make a recommendation to 
the Secretary for his decision. 

That is right, along this line. 

Well, what is it? 

It is about three pa~es . You can read it. 

7/e will read it . Has '.'/alter Stewart seen it? 

Just glanced at it hurriedly . 

Have you seen it , Harry? 

Yes, I have. 

Are you--

With one phrase, 11hich mi rht be the signifi­
cant one--

I think I fixed it. 

2 

• • 
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Well, you saw it Saturday. 

Now, Geor ge has revised it . 

We will put it this way, Harry: if ther e is 
any place that you don' t, just raise your hand, 
will you? Go ahead. 

"The Secretary of the Treasury, the Board of 
Governors of the Federal ReserTe SYstem, the 
Supplf Priorities and ~llooations board, and 
the Office of Price Administration today m&de 
the following joint announcement: 

"The Board of Governors of the Federal Reserve 
S.rstem-- " 

Wait a minute. Who is going to make this? 

"The Secretary of the Treasury, the Board of 
Governors of the Federal Reserve SYstem, t he 
Supply Pri orities and Allocations Board - " 
that is Nelson - "and the Office of Price 
~dministration. " 

3 

~11 right . You are going to make this joint? 

Yes . "Today made the following joint announce­
ment. 

•The Board of Governors of the Federal Reserve 
s,ystem has today increased the reserve require­
ments for member banks by approximately one­
seventh. This increase in reserve requirements 
will become effective at the opening of business 
on , 1941. The new level of 
required reserves is the maximum authorized by 
existing statute. 

"The following table shows present requirements 
and the new requirements which go into effect 
on , 1941:" 
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Then there is a table. 

~cess reserves of member banks on September 
17, 1941, amounted to approximately $5,250,000,000, 
a decrease of approximatel1 $1,690,000,000 since 
the all- time high reached on October 23, 1940. 
A survey of the reserve position of individual 
member banks shows that a large majority of 
the member banks will be able to meet 
the Increase in requirements out of existing 
excess reserves, and all but a very few of the 
remainder will be able to make ur the difference 
by drawing upon a portion of the r balances 
with correspondent banks . A few scattered banks 
may not find it possible immediately to meet 
t he increase in requirements out of liquid 
funds now at their disposal. The Board is 
prepared to take steps to give such banks ~le 
time to make the necessary adjustments. · 

"The probable r eserve position of the ~jor 
classes of member banks before and after the 
increase in requirements, as estimated on the 
basis of present distribution of reserves and 
deposits, is shown in the following table. 

"The action of the Board of Governors in in­
creasing reserve requireaents to the existing 
statutory limits was taken after consultation 
with and with the tull approval of the Se01'e­
tary of the Treasury. The Board of Governors 
considers the present increase in reserve re­
quirements adequate, and has no pres•nt in­
tention of asking the Congress to raise th• 
existing statutory limits, or otherwise increase 
the powers of the Board over member bank r eserve 
requirements . • 

Excuse me. This is a technical thing. Does 
this COngress go out on the first of January? 
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Yes, sir, it does. 

I am just wondering if we said, "asking this 
Congress," you see . 

We discussed that . 

What is this Congress, the seventy-sixth or 
seventy- seventh? 

5 

I thought it was the seventy-second. I don't 
know. I look at it every day and I don' t 
know. 

Well, anyway, it is just a point. They may not 
want to commit themselves forever . 

They said they wouldn't. We raised that 
point. That is one bargaining point. 

To commit themselves to this Congress . 

I am not so sure that this Congress does go out. 
This is the first session of it . 

This session goes to '42, doesn't it? 

Yes, it is this session of the present Congress, 
that is the way it ought to read. 

I am sorry, George. 

That is all right. 

"The Secretary of the Treasur,y and the Board 
of Governors of the Federal Reserve System 
will do everything possible, through the 
exercise of tne powers under this control to 
cooperate with the Supply Priorities and 
Allocations Boa.rd and the Office of Price 
Administration in combating inflation and in 
securing the best possible allooatio.n of our 

... 
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H.li. Jr: 

Haas: 

H.M.Jr: 

Haas: 

H.M.Jr: 

Haas : 

H. l!.Jr: 

Haas: 

H.M. Jr: 

6 
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national resources to the difficult tasks which 
confront us . The Supply Priorities and Allo­
cations Board and the Office of Price Adminis­
tration will likewise cooperate fully with the 
Treasury and the Board of Governors by the use 
of t heir powers to restrain the aggregate vol­
ume of non-essential capital expenditures and 
to prevent unwarranted price increases. 

wit is t he opinion of both the Secretary and 
the Board of Governors that none of these 
purposes would be served b7 a further in­
crease in reserve requirements in the fore­
seeable future. The situation calls--• 

Wait a minute. What does that mean? 

Well, at the moment we osn't see that anything 
will be served by a fUrther increase in reserves. 

Well, after this has been done? 

That is right . 

Oh, we are not--

Further increases. I will read it again. 

•rt is the opinion of both the Secretary and 
t.he Board of Governors t hat none of these pur­
~oses would be served b7 a further increase 
1n reserve requirements--" 

Well, you have got to make--

r see the point, after rou have done t his. 

After you have done this, there is no use 
doing anything further , but the future - if 
a fellow was reading, he might think - rou 
see what I mean? 
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Yes, it is ambiguous. 

"The situation calla rather for the applica­
tion of selective controls, designed both t o 
stimul at e expansion in fields nscesaarr for 
the defense effort and to check i t in non­
essent ial fields. 

7 

"The most important task confronting us is to 
crush the forces of aggression, and the next 
moat important is to preserve our econ~ and 
avoid inflation. With this in view, the 
Secretary of the Treasury wishes to emphasize 
that Treasury policy is guided by the primarr 
criterion of achieving the greatest results 
upon the physical level; and the Board of 
Governors wishes to emphasize that its monetary 
policy will be directed for the duration of the 
emergency pr imarily to assisting the Treasury 
in achieving this end. " 

Well, the last is a little soap-boxy, but I 
guess it is all right . 

The fight is over two sentences, the one that 
you picked on- -

Which? 

The one is about going to Congress, and the 
other is about further increases. 

That they r efused to accept up until last night. 

That is right. And while there isn' t any 
fight or - we thought that for psychological 
reasons and the reaction of the public that 
there ought to be a joint statement . 

Well , that is all right. 

And every time we have gotten a statement from 
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the Board, thq han put 1t on the bash of 
a single organization maldng a statement . I 
assume that they don't like the joint state­
ment. I think they have a fee l ing that the 
question of raising reserve requirements is 
entirely one for the Federal Reserve Board 
and that if they didn •t ass\DDe that responsi­
bility that Congress would eay, ~ell, you 
are not doing your du tr. We made you inde­
pendent. • .lnd I think mqbe Ronald Ransom 
feels that that would be the attitude of hie 
Board when he takes it to them. I don't 
think he cares eo much. 

Eccles alw&Te wanted & joint statement. 

Well, there is something more than that I 

8 

think that lay behind our feeling that that 
sort of an t.ppro&ch would be desirable. We 
felt that that would be an assurance to the 
people as a whole, that the problem of in­
flation has to be tackled on many fronts and 
that it - it puts the raising of the Reserve 
requirements in its proper perspective and 
that bf getting these various agencies who 
have an illportant part in this tight against 
infl&tion to come out together, I should think 
on the whole it would be very reassuring to 
people who are worring about it, and I don't 
see that they in &n1 way give up any of their 
responsibility by s&Ting that they are coll&bo­
rating with all the agencies who have to 
att&ck this because they admit quite freely 
that raising reserve requirements is at 
best only a very minor act . 

Well, I had a pretty good cross-section Friday. 

There was every bank present and some of the 
officers and every e&vings bank and every 
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industrial bank in Detroit. They were there 
for lunch Wedneada,. 

They asked me about it. They didn't suppose 
I would want to talk. I said, "Sure, I will 
talk. \'lhat do you want to know about reserve 
requirements?" 

What is the head of the Firat National there? 

llcLucas. 

Yes, prett, oap~e but a conservative citizen 
and also an official of his bank was there. 

What :UcLucaa said was this. It pretcy well 
represented what they said. ~e are pretty 
well prepared tor you to raise the reserve 
requirements, and it doesn' t bother us. We 
don't think it is very important one 11'11 or 
the other. But what we don't like is this 
threat holdi~ over eur head that you are 
going to go for additional authorit,. It 
that was removed, then we would go on about 
our business and tie per!ectlT happy, but 
we don' t n.nt that thing hanging over our 
head. • 

That was the ~ that group felt . I mean, 
it was the unoe~tain~, you see, of the 
Federal Reserve going to ask tor more 
authoriey. 

I got the same thing this morning from Jack 
Riddle who was the economist of the Banker s 
Trust. 

Who? 
Jack Riddle. 

Who was the--

9 
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The economist of the Bankers Trust Company 
in New York. He called me and said that his 
bank feels the same wa7 about it. He thinks 
7ou might go ahead and raise the reserve 
r equir ements up to the present limit but 
leave the authorit., for the additional. 

10 

I tell 70u how I feel from what 70u tell me. 
I don' t think the Federal Reserve has given 
an inch. I think the usual typical thing, the1 
oame over here with prett., words and when it 
gets down to the finil anal7sia the7 don •t 
gin an inch. lLY own feeling is, and I want {ou 
to cheek me care1'ullr on t his, Walter, I don' 
think that the actua .tfeot of holding down 
prices at this particular junction of raising 
the requirements - I don 't think it will have 
hardl7 &n7 effect at all, and particularl7 -
we have had one meeting whioh 7ou didn't 
attend and which was terribl7 important and 
which Bell organized. 

VIe met Henderson and Eooles - I mean Nelson 
and a man by the name of Galbraith represent­
ing Henderson and the Federal Reserve. The 
thought at that luncheon was, t his was Wed­
nesdaT, that if Nelson does a good job he can 
prettl well control the suppl7 of raw 
mater als at t heir source and if he does 
that, then this whole question of credit 
pla7s a veey secondaey importance. In other 
words, he has told 1La{or LaGuardia he can' t 
have stuff for t he oi 1 of New York. He 
can' t have &n7 steel. Well1 that takes care -
if he does that for ever7 olt7, that takes 
care of are the cities going to borrow, and 
if he S&'TB there ia ao muoh steel t o go 
into private housing and so muoh for 
refrigerators ani eo much for automobiles, 
the question of the fellow borrowi.ng, how 
long the7 borrow f or these things1 would be 
aecondaey, ian' t that right? So .L am willing 
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to go alon,g and raise the requir11111en te but 
I am not willing to han hanging onr the -
mJ head or the bank - heade of these people 
that we are going to go up and aek tor 
legislation. So it they won ' t do it mJ way, 
Dan, I am willing to plq along with Nelson 
and HendePson and iust sit etill and say 
nothing, and I wil explain w~k that the 
Federal Reeern, one, woUldn't a a joint 
eta tement with 11e and theu other two 
agenoiee and two, th.t I wae willing to 
ao this but I don ' t want thie hangi.Iig onr 
the head o! the Treaeurr and the people to 
whcm we han to sell the bonda. 

Well, I hope you won 1 t haTe to do that. 

Ien•t there a ccmprcmise poeeibility to 
aohieve that? 

Listen, do you want to bet me a stick of 
chewing gum? I will state mJ bet first . 
I will bet you a stiok of ohewing gum that 
the Federal Reserve doesn't give one inch 
on going to Congrees. W&it a minute, let 
me finish ••• 011 going to Congreu for 
additional authorltf. I will bet ODe 
five cent package o! chewing gum that they 
won't give. 

Not if you say scmething, and this is the 
o~romlae I had in mind. I am afraid th.ey 
won t give either because of the way they 
ended up. 

A package of chewing gum, come on, be a 
sport. 

But supposing you were to take this 
poei tion, that they can make any statement 
they want about raising present reserve 
requirements, and then you, in your own 

1.1 
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press oon!erenoe, rou say that rou are 
willing to go along with this but that rou 
are opposed to the other step, but that the 
Federal Reserve Board! for reasons of their 
commitment, don't fee that the{ oan go 
along w1 th rou but thq are wil ing to sar, 
or ther han said, that ther will not ask 
for these powers unless ther have rour 
acquiescence. I thought Ransom said that. 

1.2 

At least he aard that there would be no action 
taken em the reaern front without the 
full concurrence of the Tre&SU1'7 Department. 

Listen, Dan, I have been in this town for 
eight rears and ther tell me that. Who got 
Senator Taft to introduce the Federal 
Reserve Bill? 

I ahouldn' t think ther did. lf anfthlng 
killed it, that did. 

You know dal'!led well - I mean ther had their 
statement and almultaneouelr ther had their 
bill and thef didn' t know anfthlng about it. 
You are gettUlg in Dutch the first dar in 
the Gonrnment, llorria, at ita lowest lenl. 
Is that right, walter? 

I am afraid that 18 true. One of ita trpical 
levels, &nywaf. 

I think if you kept your position they would 
have to come around to rour position so if 
fOU want to stick to that position, thef 
will have to come to it because they cannot 
afford to oome and ask for powers which are 
in opposition to the view of the Treasurr. 

Harry, I am perfectlr willing and if they 
don't come I will say it at the A. B.A. meeting, 
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that I was in favor of raising t he 
requirements but I don't want it 
hanging over my head or the banking 
fraternity t hat they are going t o 
go up at this time until we see -
give Nelson and Henderson the balance 
of this year to see whether their 
thing can work. 

I don' t think it is very convincing 
so far as the banking fraternity 
is concerned. It is not to be 
expected that t he banking fraternity 
wants it hanging over their head, 
That is t he point of their business . 

I don 't want it ever my head either. 
I was perfectly willing t o go along 
with them and I suggested t hat the 
four agencies make a joint statemant 
and they turned me down on that . 

\'/ell, isn't it the point that you 
have - -

I wouldn' t say they have turned you 
do1111 yet, l!r , Secretary. The;y are 
perfectl;y willing to raise reserve 
requiremants and say nothing about 
the additional authority, just let 
that stand for future discussion, 
but they think that that compels 
you t o make a statement . 

What? 

Supposing t hey just said we will raise 

13 
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reaerve requiramenta up to the 
present limit and aay nothing about 
going to Congreea lor additional 
authority. 

!oolea said he didn 1 t think that 
would be lair, and it wouldn't 
be. 

Eoclea aali that wouldn't be lair 
to the frea~UF,V becauae he aaid 
our pod tiaD h cle&l'. 

We have ude a recolllllenda ti011 to 
Congress tor additional authori~ 
and- then we go to. tae TreasU17 
and aay, -How do you feel about 
it?" 

And then 1011 han got to make a 
atat811Wlt 11hich ahowa that the two 
are not t ogether and he doean • t 
like that. 

Since nt..-Mr, or whenever it waa 
when the r.aeral Reaern made 
tbat atat-n~ we have traTeled 
a lonf ft7. '!'lll long ft7 we han 
tran ed was, l !--t:IIA the t tiae to 
thi1, how liiUch ol,..reaervea han 
dropped? 

.14 
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i billion six hundred ~llion. 

And they will continue to drop, but they 
don' t recognize it . 

They don' t want that statement in there 
either, by the way. 

I think you have the trupp card, but it is 
a question of how much you will have to use 
it . 

Here is a statement we got this morning. 

1.5 

I won't do i t . The7 have got to recognize 
the tact that reserves are going down, 
that they have gone down over a billion and 
a halt, and that they will continue to go 
downi and that there is a possibility of 
deve oping an entirely new technique, and 
it is an entirely new situation, and if 
they don' t want to recognize that, it is 
just too bad, and I am not going to tool 
around. I have no time to waste. I have 
got a lot of things to settle . 

We got a draft yesterday --

Wait a ~nute , give Walter a chance. Come 
on walter, let's have it. 

The trouble with this is it absolutely 
fulfills rq worst 1l!lrebodlngs, to start in 
with a discussion about ~at you are going 
to do about a gen6ral situation. You end 
in a quarrel with the Reserve Board, after 
having gone t hrough one of these preliminary 
love feasts and a long dlscuaaion between 
the two ataffa, you end where you started. 

No, we don•t . We started - I can apeak tor 
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~self. We started with the idea of not 
letting them have any increase, and it 
seems to me we have compromised to give 
them the increase they ask for now, provided 
they now say they will not ask for further , 

It seems to me '11'8 have: gone a long way. 

I meant in t erms of what actual effect you 
get . In effect, what you get is an increase 
in reserve requirements Which the New 
York banks have been expecting, and have 
adjusted themselves for . 

That is pretty well discounted, yes . 

The second point is an affirmation that 
four Boards are going to work together 
on a common problem. I t is to be expected. 
There is no news in that , 

Oh yes, there is , if you are in Washingt on. 

And there won' t be any more working together 
than there has hitherto in consequence . 
You may or may not work with the other two, 
but not with the Reserve Board. 

Walter , will there ever re as long as Eccles 
is there? 

As we said before , these personalities were 
here all the time, and were here in every 
other crisis we have faced , and that isn' t 
any different . 

I suppose the fac t that they have taken 
Maynard Keynes out of the Board of the 
Bank of England is a straw in the wind, 

What is that , cooperation? 
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How would you do it, walter? 

I don 't know. I don't like to make a criti­
cism when I have nothing constructive to 
suggest. But this ends about where I 
thought it would end, i n nothing. 

I haven't given up hopes yet that we can 
get together. I reall y haven't. 

I thought that Ronald Ransom had a change 
of heart. I have seen him do this milk 
and honey stuff before. Jnd it always 
ends up the same way. But I thought, "Well 
now, this is an emergenor and thei recognite 
that it is an emergency. But ev dently they 
don ' t . 

Well, they have had this change of heart, 
that they certainly will do nothing in 
this picture without the full concurrence 
of the Treasury. There has been that much 
change of heart. 

Now, I think they feel just about like every 
other Government department in Washington, 
that when they exhaust their authorl ty, they 
ought to have some more authority. That 
is the way they feel about it . 

Well, what would you suggest . What would 
you suggest my doing? 

I think the two staffs have got to continue 
to work, and I think maybe you and Eccles 
have got to get together and discuss it. 
I haven' t given up hopes that we can't get 
to some agreement on this now. I think 
they have come around quite a bit, not a lot , 
but here is what Goldenweiser sent us, and 
he doesn' t know whether the Board will agree 
to this, and it doesn't satisfy us: "By 
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taking the present ac t ion, the Board 
exhausts its power over reserves 
of member banks under existing law. 
The question of what additional powers the 
Board should have and what form t hese 
additional powers should take is one for 
the Congress t o rletermine . • 

Now, he puts that in because he said 
it might not ev~n take the form of addi ­
tional authority over reserves, that we 
might tackle it f rom another angle, such 
as selective cont rol or the cei l ing 
plan that he has in mind. 

"In the meantime the Treasury and the 
Board wi ll continue to watch the situation 
and to cooperate in every way r.ith other 
agencies of the Government in an effort 
t o prevent the development of inflation. " 

There is a basis for agreement in that para­
graph, I think, if he will do something 
about ""ongres s is to determine i t" . 
Don't you f eel that way, George? 

I definitely feel we have got a lot closer 
together in the discussion. This doesn't 
wholly represent, I think, the degree of 
agreement, but there is that basic disagree­
ment that t hey have made a collll1i tment --

Yes , unfortunately they have got that re­
commendation before Congress , very unfor­
tunat ely. 

Well, I am changing my mind, I am saying 
I am willing to let them raise i t. 

Well, they say thel haven't changed thei r 
mind onthe desirab lity of further ponrs . 

18 

Regraded Unclassified



H,\!, Jrt 

Haas : 

B.M. Jr: 

Bell: 

B.lA.Jr: 

Belh 

B.M.JrJ 

White : 

H.M.Jr: 

Whiter 

- 20 -

All right, then do they want to take away 
the gold devaluation from the President, and 
do the{ want to do the Thomas currency and 
the si ver'r Do they want to do all of that in 
there? What about that? 

That is what I asked them. 

They come out directly taking away power 
from the President that he wanted. Where 
does he stand on that? 

I kn011 '"onald feels that - of course it 
can't be undone - it waa a big mistake to 
ever have issued the January statement. 
He told us that . 

But they won't say so publicly. 

No, that is pretty hard for them to do. 

Dan, you might just as well have it a knock­
out, drag-out today, because you won' t 
-you might just as well decide it todaf• 
I am certainly going to have to decide 1 t 
if I testify Wednesday, because I am going 
to be asked Wednesday. 

19 

Yes. Did you see those questions? It sounds 
very much like somebody very conversant 
with the discussions that have been going 
on wrote that for Crawford. It was somebody 
in the Federal Reserve Board . It is very 
cleverly worded questions. Have you seen 
them yet'r 

No. 

You will simply have to make up your mind 
before Wednesday, because those questions 
are so worded that you can't possibly dodge 
them. 
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He sent me some questions? 

Den sent them to me. 

Ted Goldsmith gave me a list of eight or 
nine questions which Crawford is going 
to ask you when you get on the stand, and 
they are about the reserve requirements, 
largely. They are about your speech, and 
so forth . 

Can you bring them to the eleven o' clock 
~~eettngT 

I have them on ~ desk. 

That is fine. Between now and Wednesday we 
will settle it . 

20 

You have to, because you cannot avoid answer­
ing it. The way those questions are worded 
and the way they are tied up with your speech, 
there is simply no way of getting out of 
them, and to make sure there is no way, 
four or five questions are different methods 
of approaching the same thing. 

Who do you think wrote them for them! 

Somebody who knows a good deal about 
the situation wrote it . V~o wrote it, I 
don' t know. 

It is a typical Goldsmith --

llayoe Goldsmith, because he wants an answer 
to those questions for his own bulletin. 

I think he writes a lot of questions on 
the Hill. 

That is all the more reason they can 
settle i t today or tomorrow or I will 
settle it on the stand, that is all. 
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I think Ransom would Hlce to have JOU and 
·Eccles get together for an hour before 
WednesdaJ. 

Eccles isn't here. 

Yes, the whole Board is in town todaJ. 

Well, then --

Don't JOU go up Wednesday? 

I thought I went up Wednesday. 

He wants JOU to get together for an hour 
before the Wednesda7 luncheon. 

I told him if you had to go up Wednesday 
the luncheon would probably be postponed. 

Mr. Secretary, I think with your statement 
we ought to be able to go back. Up to now, 
Dan has told them that he has not approached 
you on the statement as we had presently 
devised i t, and therefore it hadn' t come 
to JOU yet. 

Now that it has come to JOU, and JOU have 
turned it down --

But I did tell them I thought we oould 
get the Secretary to agree on raising the 
reouirements if he coul d get an agreement 
that they would not ask for addi tional 
authority. 

Now you can go back to them and say you are 
ready to a~ree with that, but not to more, 
and then g1 ve u.s a chance to work out some­
thing, and then maybe we can avoid all that 
stuff. 

21 
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Dan, you know where I stood. 

Yes, but we had an agreement among ourselves 
that I would not say that I had discussed 
it with you. 

Well, that is all right . But you knew where 
I was. 

I knew where you stood, 

We will give them another chance before it 
comes to you. 

Is Eccles coming here at eleven o'clock? 

22 

Why not call off this eleven o'clock aeet­
ing and instead of having it in your office, 
let' s have another meeting in Dan's office, 
and, Dan s t rengthened with your position, 
let's see whether we can't work out something 
and save most of that di scussion here. If 
we can' t , we can•t. There is no harm in 
trying. 

What do you think, ~alter? 

I would like to have another ten or t welve 
hours at it just to see if we can' t get 
somewhere ana not --

Let me say this . 
I am just as glad 
can here it. 

You might just as well -
to say it so you people 

'(Discussion off the record) . 

They have a position stated before Congress 
as of December. They take an action which 
then gives rise to somethi ng in Congress . 
You have to appear on Wednesday. You also 
go out to the Ameri can Bankers' Association 
and make a speech. Now, somewhere in that 
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area, whether you take any actton here further 
or not, or whether you agree on any joint 
statements, some sort of publicity comes 
out of those two things, and m1 feeling 
would be that wlll!.taver publicity comes out 
of it, you ought not to end in the statement 
that there is going to be no kind of control 
except this selective and administrative 
control with other Boards . 

You say we should not do that? 

Should not come out when there is the general 
credit control still left. I wouldn't shut 
that door myself. 

Now, wait a minute. All I am saying is 
this : I am perfectly willing to have them 
raise the reserve requirements , but I 
want to give N~lson and Henderson the rest 
of this year to try out this new technique 
before we rush up to get these people 
additional authority. Now, if before the 
end of the year Nelson and Henderson throw 
up their hands and say, "We can't do it," 
O.K., because I think that this is an idle 
gesture, a futile gesture. I think that 
Treasury and the se t wo other agencies have 
worked out something qutte new. The 
Federal Reserve show no indication t~ough 
their control of credi t that theT mean 
business, I mean, on the installment buying. 
So all I am saying to them is, "Gentlemen, 
I will go along." I don't give a damn whe­
ther it is a joint statement. If they 
don•t - i f they simply sar after consulta­
tion with me, I am not go ng to force myself 
on them, but what I say is, give these other 
two agencies a chance to sea whether their 
thing can work, and don't go running up to 
Congress and asking fo r a lot more stuff, 
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Now, Walter, if thef are at all reasonable 
and if their pride 1sn't auoh bigger than 
the7 have any right to have, I think af 
position ie a tenable and a fair one. 

Well, you don't mind their aaldng for more 
powers, provided they don't ask for that 
specific power. It seems to me that is our 
concern. They can ask for other powers, 
provided they are willing to say now that 
the7 are not going to ask for powers in 
the 1l:lce•eeable future to raise reserve 
requirements. 

24 

I don' t think they should ask for &n1 powers 
unless the Treasury is in agreement with 
t.hem. I don ' t think t hat we ought to 
say definitely that the Board should not 
have in the immediate future powers to 
further raise reserve requirements, because 
this situation is changing so fast that in 
three months from now we may be the ones that 
say, "The only way to do this is raise re­
serve requirements. " 

But what I am saying is this, Dan, ~hen 
they raise reserve requirements, I don't 
want them to say simultaneously, "!nd we 
are immediately going up to get additional 
powers," 

I agree with that, and I think the situation 
ought to be studied and watched as this 
indicates , and if an emergency comes and 
we want to raise reserve requirements again 
and we have to go to Congress, which takes 
time, they ought to go - we ought to go 
together and ask for it. I told Ransom 
that I thought you would be willing, i f 
such an emergency arose, to borrow money 
and look it up unt il such time as they got 
those reserve authorities , and then they 
could unlock it. Would you be willing to do 
that'r 
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Dan, I am willl.ng to do anything humanly 
possible to atop this spiral from going 
up. 

Well, I think t hat might help them. I don't 
know whether it would or not . It puts 
the control in you. 

'ine thing - the ai tuation - any fair-minded 
person - the situation since last December 
and today has completely changed. I mean, 
they thought - they were stupid enough to 
think that this excess reserves was going 
to keep going up . They didn't see that 
gold was going to stop coming in, and they 
didn't see what was going to happen. They 
went ahead the whole business and shot the 
works . Now they want to just continue in 
the same groove. 

1 hate to ask any questions because I have 
oome in on this so late, but somethin~ that 
always scares me in this kind of a th1ng in 
the ultimate future is, you may want to 
reverse rourself under certain conditions 
in the distant future, and this Board seems 
to be very di fficult to reverse itself. 
Shouldn't we be very careful to keep in 
mind that we may want to do certain things 
fo r two months, six months or a year, but 
in eighteen months you may want to reverse 
yourself. 

That is just my point . 

25 

The statement says "l.n the Jbreseeable future". 
I think that ie a perfectly sound statement. 
That doesn't mean forever . 

You are perfectly right, and what we always 
do here 1s, I never look my hands beyond 
sunset . 
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We have got to prevent these other people 
from l ocking their hands so they can't 
reverse themselves , 

They can rev~ rse under the existing stntute. 

But he has got the s ame point I had, George, 
that ~e don•t want to say we are not going 
to Con~ress at all to ask for additional 
author1tr for the Federal Reserve Board 
because 1n thirty or sixty days we might 
be the ones urging it. 

It says "the foreueable future" , though. 

If there is any danger, any possibility 
that within thirty or sixty days you are 

26 

going to reverse your position with regard 
to excess reserves , I think t he time to do 
that is now, but I don ' t think on any pos­
sible foreseeable grounds woul d you want to 
reverse it that quick. Next year, a year from 
now. 

I can't see it now, Harry, but I don't 
know what will happen in the next sixty 
days . 

You have got to analyze your economic situa­
tion in terms of some Anticipated events, 
and if an~hing is certain, 1t is certain 
that we ~11 not want to raise reserve 
requirements again within a month or two 
months , 

Dan, do you know wher·e I stand? 

Yes. 

All right . I think whoever made the sug­
gestion that you take these fellows on, 
seeing you are so full of fresh air and 
sunshine - it would be very good, and then 
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if rou want me tomorrow morning, I am 
ava lable. we will have to move and let•a 
aa;r detini tely we will go on Wednesday. 
I should go on Wednesday. 

That isn't definite yet from the Committee. 

Let's tell them- I talked to Ed yesterday. 
As far as we know, I am expected Wednesday 
morning • 

.lre ;rou? 

So we have got to make up our minds. Other­
wise, this thing will keep on forever. .lll 
right, you take them on. Will you stick with 
them, Stewart? 

Yea , indeed. 

And I want you (Korria) to stick with this 
excess reserve thing. 

Dan, will you aee that - just carry him 
along and whoever ia worldng - I mean, there 
ia no use giving him another assignment until 
this thing is settled, you see. 

This is a ~ig one. 

Yea. 
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Is thla Clift Mack' 

Yea, indeed. 

September 22, 19~1 
11:20 a .m. 

You call up Florence Kerr. I haven ' t got t he 
time to , see? 

Yea. 

And t ell her that Mrs. Roosevelt asked me thla 
last week. 

Yes. 

Now, I 'm dining with Mra. Rooeevelt tonight 
and Florence Kerr better make up her mind it 
that stut t i s surplue. 

Yes. 

Today. To hell with all these surveys. I've 
got to give J~re . Rooeevel t an an ewer tonight. 

That's eo. Well, now, aa I pointed out in t he 
memorandum •••.• 

Yea . 

• • • . • even though it i a declared surplus ••.•. 

Yea • 

••.•• there is no p r ovi sion under the l aw t or 
ue to t r ansf er it. It would have to be given 
baok to the WPA. 

32 

Well, l i sten , now, Clift . Clift . Now don't 1ou 
go Washington on me. Can't you let them have 
it a t a dollar a 1ear - the whole lot - or some­
thing? Work out some way with the lawyers that 
we oan let Loe Angeles have them. The point i e, 
Mrs. Kerr baa no money. She ' e l aying ott women. 
Mrs. Roosevelt wants the women to do something. 

Yea. 

• 
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The Loa Angeles County eaya they can give the 
women work if t hey get the sewing mach1nee. 

That ' s right. 

Now you find out some way, between you and 
Mrs. Kerr , be tween now and five o ' c l ock, eee? 

Yea. 

Now, you can lease them to them or someth ing 
or other, but don't give me the run-around. 

Yea. Well, all right. 

And don't let Mrs. Kerr g ive you the run-around. 

All r ight, fine . Then we'll get buey on that. 

You tell her that I - that the Tr easury just 
oan' t - you put 1 t th1a way, that the Treaeury 
cannot give Mre. Roosevel t the run-around and 
she better not t ry to g1ve it to ua. 

Yea. All right. Fine. I' ll ge t busy • •.. . 

The point is that Mr s. Xarr aaya abe has no 
money to employ the women. 

Yes. 

Loa Angel es County aaya, •We' ve got the women, 
we have no sewing maoh1nea. • 

But they don't have the equipment. 

Yeah. 

That's that. 

Now you're smart enough. You could work that 
out. 

Well, very good. I'll get busy on i t . 

Okay. 

Fi ne. 
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8apteaber 22, 1941 34. 
11:50 •••. 

Gov. Charlee 
Edison: Good morning. 

HMJr: 

E: 

HMJr: 

E: 

HMJr: 

E: 

IIMJr: 

E: 

HMJr: 

E: 

HMJr : 

E: 

RMJr: 

E: 

IIMJr: 

E: 

HMJr: 

- - --- - -

Hello. Row are you, Charlie? 

Well, prett1 good. 

Onl7 pretty good? 

What' 

0n11 pretty good? 

Oh, well, no. I'• Juat tine, aa a matter 
ot tact. 'l'he1' •e got ae run a little ragged, 
tbat'e all . 

Yeah. The reason I 'm calling you i s this. 
Cheater Barnard or the Bell Telephone •.•.. 

Yeah. 

•..• • baa been recommended t o me ae a very able 
and useful oitl~en. We might use him in the 
Treaaury, and I wanted to know what you thought 
ot him and whether he took any part in politics 
one way or the other up there. 

~. Cheater Barnard ia Qne ot the finest 
citi~ene we got up here in th1a etata. 

Yeah. 

Now he i s a Republican ••..• 

Yeah. 

••. • • but on the other band, he's very oivio 
minded, broad gauge fellow ..••• 

Yeah. 

rot at all partlaan. 

teah. 
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I mean, no petty etutt. 

Yeah. 

And he was heed ot the Relief Administration 
here before t he WPA. 

Did he do a good Job? 

He did a eplend1d Job. 

Ub bub. 

He hae the highest r eepaot ot a•erybody ••..• 

Yeah. 

••••• and I can 1 t eay enough in hie t avor . 

Good. Did be - do you auppoae he voted t or 
you? 

I don't know whet her he did or not. 

Yeah. But he's quiet about hie politioe? 

Oh, yea. Yeah. He'e not out making epeeohee 
a.gainat Roosevelt and thi ngs ot that ki nd. 
Wait a minute now, and I'll get another check 
tor you. 

35 

(Speaks aside) Cheater Barnard - would you aay 
that descript i on ot bill waa all right? Did you 
oear what I said about him? I ea1d he waa one ot our finest citi~ena, that he wasn't at all 
partisan i n a petty way, he waa a Republican 
bUt he waa kind of quiet about it? 

Well, yeah. That cheoka with the newspaper 
men in here. 

What? 

I say I Just checked wi th a fellow that knew 
the newspaper angle •••.• 

Yeah. 

..•• • here. 
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But be'• nner attaolted the Prnident publ1ol:rt 

I don't think be'• eYer attaolted b1a publiol:r. 

Good. 

Or pr1Yatel:r either, tor that matter. 

Good. Well, :rou'•e giYen me what I wanted. 
That oheoke with what I'•• got, but I didn ' t 
want to - I don't know whether he'• interested 
in - but I waa going to aee b1m, and I -
e•er:rbodJ eeeme to be enthuaiaetio about b1a. 

Well, I don't know a tiner man i n the etate. 

Ae I e&J, be a&J not ~e int ereeted at all in 
what I want to talk to b1a about, but •••.• 

I know ot no tiae that he 1e e•er attacked 
either publiClJ or priYatelJ the Preeident. 
I tb1nk be thought Yer:r well ot the Preeident. 
I haYen't eeen him in a Jear or eo. 

Yeah. 

I know when I talked to him he wae glowing 
in hia praiee ot a lot ot thinge that the 
Preeident had done. 

Fine. 

He'• a prettJ broad-gauge tallow. 

Thank JOU, Charlie. 

Sa:r, Henr:r •• •• • 

Yeah. 

. . ... I wrote :rou aome time ago •••• • 

Yeah. 

• •••• around September 11 about that John Borg 
oaae. 

Yeah. I anewered :rou. 
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Xeah, I got that. Nov 1t there' e aeyth1ng 
you want me to do on 1t, why let me know, 
will you? 

I'll do that. 

You're going to go to the bottom ot that, 
aren't you? 

37 

Oh, yeah. Just 11ke we d1d 1n Atlant1o City. 
That waa good enough, waen 1 t it? 

(Laughs) Well it you do that, that suite me 
to death. 

I say 1t you do that - 1t you go through w1th 
1t - that would suit me to death. Xou know, 
he'a a violent Rooeevelt hater and he rune 
that paper up there and ••••. 

Well, we'll do ae 
Nucky Johnson. 

gool1 a Job as we d1d on 

That boy ought to have h1e ears pinned baclt. 

Okay. 

All right, tine. Thanke a lot . 

Good-bye. 

Good- bye. 
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From: Who ' s Who in America 
1940-1941 Vol . 21. 

CJ-ll..- '(..( 38 
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BARNARD Chester Irving, • 
telephone official; b. Malden, Mass. Nov. 7, 

1886; a. Charles H. and Mary E. (PUnam) B. ; student 
Harvard, 1906-09; LL.D (Newark U. 1937; D. So . 
·~tgers U. 1936; m. Grace F. Noera of Saugus, Mass . 
Dec . 6, 1911; 1 dau. 1 Frances. Began in statis . 
dept . Am. Telephone & Telegraph Co. , 1909; com-
mercia! engr . , 1913-22; asst . v.p. and gen. mgr . 
Bell Telephone Co. of PL and associated cos., 
1922-23, gen. ~r ., 1923-25, v. p. and gen. mgr . 
1925-26 , v. p. ~ cherge operations 1926-27; first 
pres. N. J . Bell Telephone Co. since 1927; diJ . 
Fidelity Union Trust Co., Prudential Ina. Co. of 
America, Am. Ins. Co. L. Bamberger & Co ., N. J. 
Bell Telephone Co. Firat state dir. Emergency Relief 
for N. J . 1931, resigned Feb. 28 , 1933, again served 
Apr.- July 1935 (resigned) ; chmn. State Relief Council , 
N. J . 1985. Yem. N. J . Unemployment Relief Comm. ; 
tech. adviser to rate com. and operating bd. U. S. 
Telephone Adminstrn .i World War, Alumni trust ee 
The Northfield Schoo s , lnc. Mt . Hermon, Mass.; 
t rustee Rutgers U. ; trustee U. of Newark; dir. 
Nat. Bur. of Economic Research Inc . ; mem. Nat. 
Advisory Com. N. Y. World' s Fair of 19a9. Fellow 
Am. Acad. Arts and Science; maR. Stable Money 
Assn. ~. N. J . state council ), N. J. State Chamber 
of Commerce, Chamber of Commerce and Civics of the 
Oranges and Maplewood, N. E. Soc . of Orange, N. J . 
(counaelor), Bach Soc. of N. J . Tele~hone Pioneers 
of America, Newcomen Soc . Author of The Functions 
of the Execut ive.• Clubs Essex Downtown, Newark 
Athletic (Newark)i HArvard (New ~ersey); Harvard 
(New York); Carteret (Jersey City); Seaview Gulf (Absecon) 
Essex County Country, Lake Kohewk Country. Home : 
333 Fonut Rd., South Orange, N. J. Address: 540 
Broad Street , Newark, N. J. 

• 
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September 22, 1941 

Memorandum for the Secretary: 

J~r . Mack telellhoned this af t ernoon and asked me 
to give you the follow1ng message : 

"I talked with Mrs . Kerr this afternoon, 
and arrangements are being made to effect 
t ransfer of the sewing machines to the County 
of Los Angeles, thr ough CCC, who has statutory 
authority to make transfers t o state agencies , 
Neither Wn nor Procurement has this authority. 
Mrs . Kerr will send us a list of the sewing 
machines right away to expedit e ac t ion. 

"If there is any diff i culty i n handling the 
matter thi s way, we have thought of another 
approach, and the matter will be expedited. " 

!.Irs. McHugh 

39 

Regraded Unclassified



Ooerator: 

f!MJr: 

Clifton 
Hack: 

HMJr: 

M: 

HI~Jr: 

H: 

HMJr: 

M: 

HIIJr: 

Y: 

HMJr: 

M: 

HMJr: 

Mr. Mack. 

Hello , Clifton. 

Yee , sir. 

I eee you found a way. 

September 22, 1941 
}:}0 p. m. 

I eaw Mrs . Kerr thle afternoon, Mr. Morgen thau , 
and we're going to try it thle way. CCC has 
authority to transfer to a s ta te organization, 
and we're goi ng t o a rrange for a surplus croo 
to be transferred to them and they can transfer 
to this organi~ation . 

'•'hen can I tell l~rs. Roosevelt that'll be done? 

Well, now, as a matte r or t act, we're working on 
1t right now. 

Yeah. 

40 

And we oan do that - we can do t hat pretty readily 
if we can get the approval of CCC . I imagine t ha t 
would be - would be Jue t a matter ot a few days i f 
we can get their a pprova l on 1t. 

Ob, why don't you call them up and t ell them I'~ 
seei ng Mrs. Roosevelt t onight and I' d like to 
know - I'd like to ge t a •yea• this afternoon. 

Yee. Well, 1t will be worked out. 

Yeah, bu t I want to be able to tell her it's 
done. 

Yea, I see. 

Can't you call them and •...• 

Yee , I will . I'll do that. I'll call up and 
find out 1! they're going to- it that'e agree­
able to everybody all along the line. 

• 
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Sure. It's ju&t as eaay to do 1t this after­
noon aa it 1 s 1n a week. 

Sure enough. I'll do tha t . 

Get on it. 

All right, tine. 

Thank you. 
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RE INFLATION 

Present: 

H.l!..Jr: 

O' CoMell: 

H.Y. Jr: 

White : 

H. M. Jr: 

Kuhn: 

H.tl.Jr: 

September 22, 1941 
4:15 p.m. 

4.2 

JAr. Kuhn 
lAr. White 
Mr. Foley 
Mr. 0 ' Connell 
W. s s 1fi chener 

Now, what is this, is this O'Connell 
at his best? 

No, I wouldn't say that . (Laughter) . 

Come a little closer . Somebody read this. 

Ferdie. 

Harry, you treat me as though I had hali­
tosis . All right, go on, children. 

Shall I read it'? 

"I am glad to testify in rehalf of this Bill 
not only because I am i n accord with its 
objectives, but also because I am convinced 
that the problem this Bill seeks to help 
solve is terribly urgent. 

"As ~he President said two months ago in 
recommending to Congress a bill to control 
prices 

'Today we stand, as we did in the closi ng 
months of 1915 at the beginning of an upward 
sweep of the whole price structure.'" 

Excuse me, isn't Haas in on this? 
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Whiter 

H.M. Jrr 

White : 

Folerr 

H.V.Jrr 

Fole)'r 

lr:uhn: 

Fole)'r 

o•connellr 

White: 

o•connells 

B.V.Jrr 

• .. 

- 2 -

He haen• t bee, but he ehould be, 

Shouldn 1 t he be? 

~ee , wh7 not - -

He hae been working on that Federal Reserve 
thing. 

He 1a on the Federal thing? 

Tea, that ia whf he hasn't coae in on it. 

43 

"In the facta aDd figures alread7 presented 
to this Coa.dttee there has been ample d .. on­
at ration of the accurao7 and tiaelinesa of 
the President's warning. Exaaination of 
almost an7 part of the price data presented 
to this Committee pointe to the aaae conclu­
•ion, namel7, that the pattern of price 
rises in the past two 7eara is frighteningl7 
similar to the price aoveaenta during the 
first t wo 7eara of World war No. 1 • 

• ftJn the last wer we waited too long. It was 
not until August, 1917, that the flret step 
was taken to check price riaea, The Lever 
Act e11powering the President to co.nt r ol aoae 
prices was not introduced until la7 7, 1917. • 

June, 

The date 1a wrong. 

That is the date rou gave •• · 

I know, but there were two billa. 

(lllaa Jfiohentl" . e.ntered the ~onference) . 

)fiu )fi6h8Jlllr, I want JOUr organhatlon to 
know about thi• • 
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Kuhn: 

H.Y.Jr: 

Kuhn: 

H.IJ. Jr: 

Kuhn: 

O'Connell: 

H.M. Jr: 

O'Connell: 

Foley: 

O'Connell: 

H.ll. Jr: 

O' Connell: 

Foley: 

H.L[.Jr: 

Foley: 

H.L:. Jr: 

44 
- 3 -

Page two. 

"Despite the fact that prices were rising• 

I want you to know about it and make 
suggestions . 

ttoespite the fact that pricestt --

Listen, I am another generation. I don't 
know 'llhat the Lever Aot ia . 

It says so, "empowering the President to 
control some prices . • 

I changed that, "Lever Act empowering the 
President to control food and fuel prices 
was not introduced until June 11, 1917 and 
was not enacted," and so forth . 

How was it going to do it? What did it use? 

It was a ~eneral power to the President 
to fix pr1ces of ?ood1 and fuels . 

Later held unconstitutional. 

But it was law until then. 

Instead of saying •same prices" can't 
you say "food and fuel"? 

I changed that to read "food and fuel prices . " 

And he struck out that part --

I gave you this idea yesterday, didn't I? 

Yes . 

Go ahead. 
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H.M.Jr: 

O'Connell: 
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Kuhn : 
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O' Connell: 

R.M. Jt': 
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"By that time the damage had already been 
done . Prices had risen more than 75 per­
cent and t here were already set into motion 
powerful forces making for further price 
rises which could not be st opped. " 

What went up seventy- five per cent, food 
and fuel? 

All the prices. 

V!ell , fOU bad better identify it , Please 
identify it. I mean, ia it the Departuent 
of Labor price level, is it the cost of 
living? 

We will. 

All right, go ahead , 

"Durin~ the thirteen weeks in which the Bill 
was be1ng debated, whol esale prices rose 
more then t wo per cent and farm prices rose 
almost four per cent." 

Let ' s strike that out, that is not enough. 

It looks like it wasn't thirteen weeks, 
anywa1. The Bill was considered onl1 two 
months , They made much better progress 
on that Bill than the one under considera­
tion now. They onl1 had one day of hear­
ings, and it was only two months from the 
time it was introduced until it became law. 

Make up your mind whether you want to ci te 
it because it is a bad exampl e or good 
example. 

I think the point you made wns the best one, 
t hat the1 didn' t do anything until 1917. 

45 
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Foley: 

H.!ri. Jrt 

Foley: 

H.W. Jr: 

H.!A. Jr : 
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Kuhn: 

H.!ri. Jrr 

Folerr 

H.!r!. Jrt 
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And then it waa too late because the prices 
had already risen over a hundred per cent. 

But in other words, they didn' t get around 
to t he Lever Aot until August --

August, 1917, and by that time prices had 
gone up a hundred per cent. 

Well, fOU have got seventy- five here. 

well, whatever it ia. It is a hundred here 
i n this copy. TheJ changed it on .us. 
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You (Michener) have come into a very - I hope 
you have better success than I am in fol­
lowing them, Miaa Michener, and incidentallJ, 
you had better oheok all these things. I 
have my doubts. 

Well, this --

He is offended now. 

The Price Division will have a chance to 
check them all. 

"Are we to repeat that mistake? 

art seems to me we have elreadJ gone• 

You will have to fix this up. What is the 
mistake? The aiatake was theJ didn' t intro­
duce the Lever Bill --

"Are we again to wait too long?" 

All right, go ahead. 

"It seams t o me we have alreadJ gone as far 
as we dare wi thout calling a halt. 
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O'Connell I 

H.M. Jrt 

O' Connell : 

H.li.Jr: 

O'Connell: 

H.M. Jrr 

O' Connelh 

47 
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wThe wholesale prices of fara products haYe 
risen 37 per cent in the past rear, and of 
that rise, 6 per cent has occurred in the 
last month, Ill commodities have risen 
18 per cent in the last year and 2 per cent 
in the last month alone, Slmllarlr down 
the line : foods are up 25 per cent, hides 
and leather up 13 per cent; textiles up 
23 per cent; building aateriala up 12 par 
cent; and chemicals up 14 per cent.• 

Now again, thls is the first time anrbodr ls 
going to bring up the Lever Act in this 
teatU.onr, • I right? 

Well, it waa 118ntioned in a -oranau. that 
was submitted in support of the ccnatitu­
tionalitr of the Bill ther are considering, 
because the queetion was raised - -

But there has been no newspaper discussi on 
of it . What I want to know ls this, is 
aomebod7 going to aa7 wwell1 under the 
Lner Act the power Howed '" '" the Presi ­
dent, and under thia it doeen1t"? 

Ther both go to the Preeldent , 

Ther both do? 

Yea, air, 

In other words, there ls nothing in the Lenr 
Act which the7 could throw in rq face and 
aa.,, "'Well, that was a better wa7. w 

Tbe onl7 thing that Dight.be questioned 
ia t hat the Lever Act was later held to be 
unconstitutional, but the reason that it 
was was because there were no etandarde in 
the Bill, and the oriainal proYiaion barel7 
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made it illegal or unlewtul for a man to 
charge what the Bill referred to as an 
unreasonable price. 

You are going to be up there with me? 

Yes, 

48 

Then I can call on 70u. But there is nothing 
the7 can throw in rq feoe and embarrass me 
on it? 

No, i ndeed, 

"The public is ampl7 aware of what is hap­
pening. The housewife knows that pork chopa 
that were 29 cents a pound in January, were 
30 in Februarr, 31 in April, 32 in lla7, 35 
in June, 37 in Julr, 38 in August and 41 
at the moment, " 

"Sold to American Tobacco." (Laughter), 

"A total rise of 40 per cent" --

What did the7 do, · ring a bell on a cash 
drawer? 

And then the7 have some kind of a cr7, what 
is that 70deling that the7 do? 

We will give the American Tobacco warble, 

"The housewife knows that eggs have risen 
34 per cent since January, that coffee is 
up 24 per cent, and that sugar and flour are 
18 and 17 per cent, respeotivel7. The house­
wife , the business man, the wage earner, 
and t he fovernment emplo7ee all know from 
their da l7 experiences that prices are 
rising. The7 fear that inflation is immi­
nent, 
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"Periods of war or of intense preparedness 
have brought about these price rises for 
very simple reasons . Either a war or an 
all-out defense program 1a a major under­
taking for anr nation. The govel'lllllent 
at such a time finds it necessary to order 
an enormous quanti tr of all trpes of goode, 
which reduces the amounts of such goods 
available for the general public to bur. 
At the same time, the people find themselves 
receiving larger incomes than previouslr. 
With sore income to spend upon goods, and 
leas goode to bur, it ia inevitable that, 
in the absence of some offsetting action& 
the prices of available goods will rise. 

Who knocked ~ boiler out? 

That burst. 

It burst in Boston. 

Harry, it was full of beans . (Laughter) . 

That is the place for it to burst. 

"Our defense expenditures are rapidlr in­
creasing. During t he fi scal year 194.2 
ther are expected to exceed $20 billion, 
and in the year fol lowing they mar reach $30 
billion or even $40 billion. 

"!a the defense program grows , additional 
income is provided for large sections of 
the public without oorrespondinglr increas­
ing the supply of consumption goods upon 
which that income would ordinarilr be spent . 
It has been estimated that $10 billion of 
additional money income will go into the 
pockets of the people of the United States 
during t he fiscal year. Naturallr they 
wil l want to spend part of that additional 
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H.J.I. Jrr 

White: 

Kuhn: 

lfichener 1 

O'Connell : 

14lchenera 

- 9 -

mone1 upon consumption goode. In eo doing, 
the same stimulus to prices that brought 
the inf'la tiona of the Revolution, of the 
War of 1812, of the Civil war, and of the 
World War will be at work. • 

How about the "boudoir "?. (Laughter}. 

I don•t know. Ed, how about it? 

I waa looldng at hia (White). You are a 
little slow, HarrJ. 

Tee, I wae elow. 

"But while the forces at work toda7 are the 
same aa those that brought our previous 
inflations, there is, fortunatel7, one 
difference in the 8'1. tuation, which, 
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I believe, can save us from the diaaater 
of inflation. That difference ia that toda7 
the public and the government are aware of 
what is happening, and able, if the7 choose, 
to take positive, effective, preventative 
meaaures . • 

This h one thing that bothers ae. I aa 
Just wondering it the housewife knows 
precisel7 that percentage of how much 
prices have gone up. 

She will know if she reads the Secretar7's 
atateunt. 

Now, when it comes to actual prices in cents 
that is different, but when it comes down 
~ 34 per cent and 24 per cent and 18 per 
cent and 1? per cent, I luat don't know whe­
ther abe doea, but I donft know what fOU 
could do about it. It aounda prett7 precise 
for the average bouaewife'a figuring . 
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Well, her experience baa been that eggs 
have risen or something like that. 

I think ao-.thing concrete like this i s 
better if you can use it. 

I !mow rq wife lmowa how muoh la~~b has gone 
up . She has told .. . 
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We might aay, "Eggs have risen about a third, 
coffee about a fourth, sugar and flour about 
a fifth . " 

Something like that. The exact percentage 
down to seventeen or eighteen --

I think that i s a good suggestion. 

You have rehashed that thing fr om Boston. 
The beans have been warmed up. Excuse me 
for being facetious. But fo on. I am takinf 
it, you know. I am going o say the darn th ng. 

-rhat is what the Congress is being asked 
to do today. Paseafe of this Bill would 
be one additional a ep forward in the war 
against inflation. 

"'t ia true, of course, that price control 
alone will not conquer inflation. It would 
be a disservice both to this Bill and to the 
cause of pr eventing inflation if the im­
pression were created that the Bill will 
accomplish more than it actually can. This 
Bill cannot perform a miracle. This Bill 
alone qannot 1top price r ises . Every 
Government that has attempted to check in­
flation has found that direct price contr ols 
alone cannot hold down the lid when the 
income of the consuming public is increasing 
and the amount of goods available to the 
consumer is decreasing. Additional steps 
are necessary. 
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-The Government has already taken some of 
thou 

"(1) The Congress has passed, and the 
President has just app1•oved, a tax bill 
designed to raise almost $4 billion of 
additional revenue , This is a maJor 
accomplishment in the anti - inflat1on 
effort, for it will absorb a substantial 
portion of the swollen incomes that 
are initially responsible for price l'i sea. 

"(2) Secondly, the Treasury is engaged in 
a borrowing program deaigned to absorb 
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still more of this excess income, Through 
the sale of defense savings bonds and stamps 
the Treasury is trying to borrow ita ~nds 
from current consumer incomes, rather than 
from banks , " 

Do you think at that time r,ou coul d stop 
and play "Any Bonds Today?' 

I have got a girl who i1 appearing at the 
Capitol Theater who wants to come over and 
sing for you tomorrow or Wednesday. She 
might come over to the Hill. She is doing 
a seven minute show at t be Capital Theat er 
and I think she bas got a new !ond song. 

Have you seen barf 

No, but I am told she puts on a good show. 

I have got a note on my desk. Yiss Maguire 
saw it. She said she is awfully good and 
she impersonates a high-hat lady in New 
York and a French woman and some woman on 
the farm buying Defense Bonds, and she does 
extremely well . She thinks it would be 
good for you to hear her because you might 
want to put her on the program. 
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Up on the Hill? 

Or on the Hour , 

She can only come, though, between hio and 
three. That is the only time she is not on 
in the show, except i n the morning, and she 
suGgested t wo to three Tuesday or Wednesday. 

That is the time I usually res t . 

She might be restful. (Laughter) . 

All right, let' s go. 

"The importance of thls measure is apparent 
from the fact that in the past four months 
$lt bi lli on of defense sav1ngs bonds and 
stamps have been sold . 

"(3) Thirdly, a new form of borrowing - the 
tax a.nticipation note - has been issued," --

That word "issued" is v.rong . 

" •••• designed to absorb consumer incomes 
before the date at which income taxes fall 
due. During the month of August more than 
$1 billion of these notes were sold, absorb­
ing that much more income that might other­
wise be pushing up prices in the market 
plece, 

"(4) Fourthly, the Board of Governors of 
the Federal Reserve System has recently been 
given authority to control consumer install­
ment cr edit. This measure is designed to 
rest rict the spending of anticipated income, 

"(5) Einally, the Office of Pr ice Adminis­
t ration has been exerting every effort to 
control prices through the cooperation of 
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producers and coaaumera . 

"These are the more important steps t hat 
the government is now taking to check price 
rises, But they are not enough. 
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"As I said i n a recent addr ess in Boston, we 
mus t also, if we are to be aura of victory 
in the war against infiation, prepare further 
to increase t axes, perhaps to extend the 
general controls over bank credit; perhaps 
to reduce capital expenditures for non-defense 
needs, and further to expand the sale of 
defense savings bonds ana stamps. • 

If you don ' t mind, that '~erhaps to reduce 
it" sounds too casual. Perhaps to ext end 
the general " --

You didn' t say "perhaps" in most of them. 
Waa ·it perhaps? 

Well, "perhaps" is here . I mean the word 
"perhaps" is kind of - you know, let's 
go to an afternoon tea and maybe extend 
general controls . It is just too casual. 

"Be prepared to extend them.• 
1hat is all right, . 
"General controls over bank credit. " 

'l'hat is all right. \Tho actuallf wrote this, 
please, you, Harry? Is this wr tten by you? 

Mostly. Some of i t is a rehash. 

Go ahead . 

I tried to get . in, as much as I could, of the 
statement thAt we all had agreed on for 
this hearing, except what was taken out for 
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the Boston speech I tried to rephrase, but 
about a third of it ia probably new. 

•here is nothing new in here, is there? 

There is, about -- there is in phraseology. 
There is no new idea, There is one 
slight one, one or t wo . 

Do you all think I should make this state­
ment? 

::.ure. 

Have I got to have a statement? 

Sure . That part about the Lever Act i n 
1917, that is new. 
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Doesn't Congress expect you to give them a 
statement, that even though it goes over some 
of the ground of the public address you have 
made --

I don ' t know, I am asking you fellows. 

Oh, res, I think it beRra the weight of your 
opin1on on it. I don ' t think there is 
anything new that Baruch said except one 
thing which was wrong. 

What was that, Harry1 

When he said that after the war if we had 
high prices we would be in a bad - we wouldn't 
be able to compete wi th foreign nat ions. It 
is economically unsound. If other countries 
have higher prices i t depends on exchange 
rates and so on. But that was the one new 
thought I don't think anybody else has men­
tioned. None the less, his speech was effec­
tive. 
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Who wrote his speech for him? 

I can ' t find out who did. Kaybe he did it 
himself, 

No, he couldn' t have. Go ahead. 

ttrn this connection I want to uy t hat as 
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a result of some personal contacts with 
labor unions, I have been very greatly 
impressed with their desire to fully cooperate 
in the purchase of savings bonds and s tamps. 
I am confident that the wage earners will be 
willing to lend to the Governm.ent a substan­
t i al portion of their increased earnings and 
that they will do so of their own free will . 
They will do so because they are fully in 
accord with this Government ' s foreign 
policy, because thef know their own security 
individually and oo leotively depends on 
the success of our al l -out defense effort 
and because they fully appreci ate that the 
prevention of inn ation is in their interests 
as well as the interests of others . " 

Don't you think t hat is in the wrong place? 
Shouldn' t that go up about two pages ahead 
where you talk about the program? It doesn't 
follow. 

Well, you are saying that more has to be 
done . 

Well, Harry, would you make a note, ple aae, 
an important note - not on the speech. Whan 
we have our questions and answers between the 
- the way we did, one of the questions , what 
is my position going to be on the ceil ing on 
wages . Will you put that down, please? 

O' Connell has that down. 

111 right , go ahead. 
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"It would be wise to extend the aooial se­
curity prograa to absorb purchasing power 
and pave the way tor increased purchasing 
power after the emergency. Similarl{, it 
would be wise to institute new socia legis­
lation such as a severance wage plan that 
would absorb some ot the incomes ot employed 
workers at the present and provide a fUnd 
troa which to continue wage payments it their 
employment should be teralnated. It would 
also help it Federal and State and local 
government• reduced non-defense spending 
aa much as possible, 

"111 ot these things remain to be done 
if the war against inflation ia to be 
won. But, in addition, we must attack 
the problem from the other side. Rising 
prices can be retarded b{ measures that 
would increase the aupp iea of goode 
which do not compete with defense needs," 

Will you put something down which you may 
or aa7 not like, both of you? 

I don't think I have used this before. 
It is not new. 

"The war against inflation is to 
be won," the idea that the war of 
inflation is our home f ront, you 
aee. That is the front at home. 
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You can sar, "in the war on the home front . • 

"Inflation war on the home front.• 

Something about the i dea of its being the 
home front . Use the word "war" where we wage 
war at home against inflation. If you don ' t 
like it, chuck it out, but I have given it to 
you. 

Go on. 

~e are in a position do do just that. The 
government has in its warehouses vast quanti­
ties of cotton, wheat, corn, and many other 
agricultural staples. Our granaey doors should 
now be opened, enough at least to prevent 
unreasonable price rises . Such a step would 
be in agreement with our established agricul­
tural policy - the ever-normal granary. Hav­
ing accumulated stocks in times of surplus, they 
should be distributed in times of shortage. To 
do so--" 

Wait a minute. Would this be a time of short­
age or would thi s be a time of high prices? 

I think both. 

Not a time of shortage , is it? 

This isn't a time of shortage, is it , Miss 
J.!lchener? 

I don ' t think so. Not in some lines, anyway. 

Well, just put a question mark after that . 
It would be in time of - well, having accumu­
lated stocks in times of low prices, they should 
be dis t ributed in times of high prices. 
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Yes. 

That is an honest statement . Right ? 

That is better. 

Is that all right , Miss l.lichener ? 

All right . 

It is a new definition of an ever-normal 
granary, but it is all right. 
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"To do so is the natural complement of our 
previous policy and the necessary preparation 
for reaccumulation when and if surpluses again 
develop. Now is the time to empty our bins, 
both as an anti-inflation measure , and as a 
preparation for refilline them if that should 
again become necessary . 

"The concept of an ever-normal eranary, which 
calls for e. floor under fallin5 farm ~rices, 
seems to me, to call equall~ for a ce1ling over 
rising farm prices. This B1ll, however, 
specifically restricts the e.uthori ty of the 
price control administration over farm prices. 
That is, I believe, the major defect of the 
Bill . I strongly reco~end that this inflex­
ibility in t he Bill be removed - in t he interests 
of the attack upon inflation, in the interest 
of the standard of !ivin~ of our people, and 
in the long- run interests of farmers as well ." 

"If you believe that, 1vhe.t about a ceiling on 
wages also ." 

'Ne will have to have n e;ood talk on that. 

"I am not disturbed by the general level of 
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agricultural prices now prevailing, but I am 
deeply concerned about the danger that agri­
cultural prices will continue to rise as they 
did in the World War . Such a rise would con­
tribute importantly to genera! inflation, would 
restrict the standard of living, and even inter­
fere with the health and morale of our citi­
zenry, and would again drive farm prices up to 
levels that could not be supported after the 
present emergency has passed." 

Please change the word "citizenry. • It is 
hard for me to pronounce. 

"Our people.• 

"Before closing, I feel it my particular 
responsibility as Secretary of the Treasury to 
point out to you the special interests the 
government and the Treasury have at stake in 
stopping prices from rising further. 

"As the nation's largest purchaser, the govern­
ment is concerned with the problem in a very 
direct way. We have a defense program which 
has already passed the $50 billion mark and the 
end is not yet in sight ." 

Please put in that that is only appropriated. 

~billion dollar mark in appropriations . • 

Yes. 

~~ not say, ~/e have already a~propriated 
more t han fifty billion dollars ? 

Say, "Congress has ." 

"Congress has already appropriated more than 
fifty billion dollars for the defense program 
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and the end is not yet in sight.• 

That is very rod. I think if you will look 
it up you wll see that is the way I said it 
in Boston. 

"If prices behave as they did during the World 
War, we will find that our defense program will 
cost us double without giving us a single 
additional gun or plane !or that extra expendi­
ture. 

"The price rise which has taken place since 
September 1939 will cost the taxpa,yer at least 
$10 billion. In faot the price rise which has 
taken place during the seven weeks in which 
Congress is deliberating over this Bill will 
cost the taxpayer almost $1 billion on next 
year's expenditures alone . " 

Just a minute. "The price which has risen 
since September costs the taxpa,yer - " how 
will it cost them ten billion dollars? 

Well, on a fifty billion dollar program, which 
is only the beglnning, you get a--

Well, tie it back. You wouldn' t know whether 
it was on - on government expenditures. On 
government expenditures. 

On the government defense program. 

Whatever it is. 

Government expenditures for defense. 

Make it - you see, not that it costs the tax­
payer another billion of their own money or 
the government--

The government has to spend that much more. 
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I know what they lli88Jl, but I 'lf8Jlt to clear up 
that one billion also, that is the - it is on 
the defense program. 

At least ten billion dollars on the defense 
program. 

Well, you know what I mean, Harry. And on 
the one billion, clear it up too, will you. 

I want to ce.ll your at tention to that one bil­
lion. I am no~ sure it is wise to put it in. 
This seems to imply that because they have 
taken seven weeks, it will cost another billion. 
What I am really saying there is that prices 
have risen durinf this seven weeks so that it 
will cost a bill on. 

Now,lt is true as stated, if you want to say 
it that way. 

I don't think i t is needed. 

I don't either. 

You might insult the Committee. 

Well, we are. '!he answer is no. 

Yes . 

O.K. 

Out? 

Out . 

Leon brought up the same point this morning. 
His figures are a little bit different . He 
figures a one and a half percent increase in 
t he over-all price level since the Committee 
started considering the bill. 
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"We not only are the nation' s largest purchaser 
of goods, but we are the nation's largest 
employer . And as the nation's largest employer, 
rising prices present ~nother ser ious problem 
to us. Apart f rom the armed forces , the govern­
ment employs more than one million people with 
a payroll now running at the rate of $2i bil­
lion a year. A substantial rise in the cost 
of living will raise for us as an emvloyer a 
choice of evils; to permit the real uncome s of 
our employees t o be unjustly reduced, or to 
increase still further the payroll that we must 
meet . " 

Now just one minute, please. I would like to 
put in - I don't know what the right place is, 
but I will give you two things here, the super 
budget of non-defense (speaking of newspaper 
clipping), which completely left out any talk 
about eoono~. That is for you, Harry. 

"A reduction o~ a non-defense 
billion dollar's will have the 
reducing the demand for §Oods 
creased amount in taxes. 

spending by ~ 
same effect 1n 
as would an in-

I want to get in something about this Committee, 
you know, which is a creation now, a l ittle 
something more about econ~. I mean, I want 
something in there . I saw in the Tribune -
I evidently didn't out it out - oh, yes, here 
i t is. The amazing thi.ng, the non-defense 
expenditures in ' 17 and '18 were even bigger 
than they are noiY. That surprised me. 

How come? On what? 

I don't know. There is a statement in the paper. 
And I want something about this Committee--

It doesn't make sense to me. I will look it up. 
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Anyway, I want somcthinz in there about this 
Committee and that every doll ar we can save 
is also, just the way they say, anti- infla­
tionary. This Committee has great oppor­
tunity. In other words, I want to .,.ive it a 
bow. u 

That can go in where there is a sentence about 
economy in state and federal expenditures. 

I l'lant to give this Comittee a borr. Harry 
is going to be my principal assistant . 

Only in bowing. (Laughter ) 

After aH, he is my expert on hoiV to save ITYA 
and CCC. 

Save by spending more is our slogan. (Laughter) 

All right, where were we? 

Page thirteen. 

If he won ' t serve, I wi ll give it to Lauch 
CUrrie or Jerome Frank . 

·~oreover, millions of people who are norr re­
sponding to our pleas for cooper ation in 
financing our defense effort have the right to 
exuect that we prevent inflation. These people 
IVere asked to invest in defense savings bonds 
partly as a means of preventing inflation. 
They have a right to ask that the government 
do everything in its power to prevent inflation." 

It has got to be rel'lritten there. • 

"I fully appreciate t hat it requires courage 
on the part of Co~ress to pass this Bill. It 
all\'ays requires courage to put brakes· on rising 
prices. There i s no thin; core at t ractive to 
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the buaineae lll&ll than higher p~ioea for his 
products. The farmer oan har~ be blamed 1! 
Aft er deoadea of low incomes he finall y sees 
the opportunitj' to recoup his for tune in 
higher prices for farm products . Nor oan 
organized labor be taken too easily to talk 
for foll owing the general parade and exploit­
ing the oppor tunitY for higher wages, par­
ticularly in Tiew of the rising cost of living. 
Nor i8 the landlord to be blamed for adhering 
to the principle of charging what the trAffic 
will bear since that principle ia the founda­
tion atone of our competitive aystcn. 

"Each of these groups and many of their special 
friends here in Wuhington regard increaaea in 
the income !or their iartloular group as a just 
dessert long overdue . 

I am not going to say anytblng about that . 

I was surprised you got by that sentence. 

I won' t say any of that . 

That ls right . 

I will either say it the war I did, attacking 
each group, that they mustn' t ask for these 
increases, or I won' t say anything, but I 
won ' t say any of that. I mean, I won' t say 
the farmer can hardly be blamed after a decade 
and that about labor and eo forth. I mean, 
I either attack them forthrightly --

"It alwars requires courage to put brakes on 
prices." Skip !ram there on. 

I would rather say, as I said in Boston, the 
landlord can 1 t and the banker can' t and the 
farmer musn•t . 
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Would you mind quoting? 

No, but this thing is--

This thing is more nearly true. 
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Well, that i s what you think. I mean, it is 
nearly - it represents--

! don' t think it is as well to say it. 

Well, I don't want to Sa¥ it. 

Yes . 

If you feel the necessity of aayin~ something, 
then I would like to say, as I said in~ 
Bost on speech, and t hen one, two, three , four. 
I mean, I paid ~ respects to the banker and 
the laborer, and so forth and so on. Each 
one was carefully worded, but certainly not 
this. 

Harry knew he couldn't get away wi th that. 

Joe will bear witness to that . 

Yes, he told me yesterday it wouldn' t go. 

Did you two fellows work on this yesterday? 

Yes, sir. 

May I say, "Thank you," for both of you. 
And whoever helped you. 

A couple of ~ boys . 

Whoever worked yesterday for you boys, if you 
woul d bring them in tomorrow, I 1vould like to 
say, "Thank you, " or if they were girls. 
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Oh, well, the girls get time off the next 
day. 

I would like t o do it, Harry, if you don't 
mind, whoever worked Sunday, if you would 
bring them in when we are doing this, I would 
like to say , "Thank you. " 

67 

"If any lesson is to be learned from the record 
of the past, it shoul d be that inflation is 
inevitabl e in times like these unless we resist 
its seductive appeal--unless we fight it on all 
f ronts. 

"We should gain courage to fight against the 
attractions of higher money incomes from the 
knowledge that inflation is not only accom­
panied by serious evils but i s followed by 
ever greater evils. We should never lose 
sight of the fact that inflation is always 
followed by deflation and that the ride down 
i s a lot longer and a lot harder and a l ot 
more painful than the short intoxicating ride 
up was worth to those groups which participated 
in it ." 

Then there has to be an ending on there. 

~~don't you stop right after , "the short 
int oxicating ride up"? 

To everybod{ who worked yesterday, I say, 
"Thank you, and I think, considering that you 
had to rewrite it, I think that is a swell job. 
I am not going to fuss with it. I haven' t got 
the time . I would like to place the respons­
ibility on the people in this room to fix it 
up for me . I just haven' t got - it is all 
right. I mean, I can' t help but be a li ttle 
sarcast ic about it . I 1ust hate to go up and 
give any statement in v ew of the Boston 
speech which I really enjoyed giving. 
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You can appr eciate , Uarry, can' t you-­

Sure . This wasn't intended to be anything 
more than a rehash of that . 

Do you think I have got to do it? 

Well-- (Lauehter) 

You have now, after 1vhat I told them. 

No , no . I will go up but supposin~ I say, 
"Gentlemen, I am here . I am for th~s bill. 
The sooner the better. I am against infla­
tion. What do you want to ask me?" 

No , no . You had better make a statement. 

In the firs t place , you don ' t necessarily 
assume that all those fellOIVS have read your 
Boston speech. 1~ guess would be that t hey 
haven't . On general principl es, they don ' t 
read anybody' s speech, but their o1m and 
possibly the President' s . Secondly, if they 
di d read it you have got to say something 
about it, and we might be able to out out 
some of this . lfuch of this we.s not said in 
the Boston speech. 

All right--

It is only familiar to you because you went 
over i t in preparation of what you were ~ing 
to say, but I don ' t think there is anything 
here that you said in the Boston speech, but 
the one thing IYhich we so.;r, I have said, but--

Only the recapitulation of who.t the government 
has done and what the govornment ho.s to do . 
TI1o.t is rehashed, but ther e i s o. lot of new 
stuff in here which you haven' t said before. 
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It is ol d to you, but it wasn't used in the 
speech. 

Well, again t hank you. 

What I woul d like to do - let me get hold of 
Yr . Bell and get his timetable, if he is back. 
\Vhat I thouy)lt was this, I will be fresh at 
nine o'clocf, and I thought at nine o'clock 
we could sort of go in on some of the tough 
9uestions and some of these things, Crawford, 
1s that his name- -

Here you are here , if you want i~. 

I don't want to go in to it tonight . 

We set tled once before on farm prices, so if 
it is agreeable to you--

I will speak to J.lr . Haas. 

Please . 

At nine o'cl ock tomorrow morning we will let 
you fellows fire quest ions at me, and if I 
can't answer them, we will do what we did the 
other day, we will chew the fat until we get 
an answer. But the labor thing is the thing 
that bothers me most. 

Gore, one of the Democrat ic members, announced 
today that he was going to introduce a substi­
tute bil l, which is essentially Ur. Baruch' s 
idea including the freezing of all wage rates 
and al so freezing or putting a ceiling on farm 
prices at parit y. 

Gore f r om Tennessee? 

Yes . 

I 
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Did you aee what KcCormack and Wallace said 
today about !arm prices? 

No. 

They both came out of the White Rouse making 
st atements about the need of passin~ this 
price bill quickly and putting a ce1ling on 
!arm prices. 

I didn' t see that. 

Wallace didn't speak of a ceiling as such 
but he said there has got to be a check on 
prlces.~d tha~ nobodf is going to benefit 
from r1s1ng pr1ces. 

Well, I would like to see you all at nine 
tomorrow morning, and I would like to talk 
with Harry on a publicity matter. 

And Miss Michener will make certain that all 
the figures here have been checked and cor­
rected. 

Regraded Unclassified



?1 

1 .. 1b• te , .. utJ 1a Mllalt er t.Ua IU1 .n eaJ.r 

M••••• 1 .. la .... .,. wUIIa Iota AJM\lwa, 'lllllt 111 .. -... ... 

1 u I OIIYlll ... tlla' 'be pre~- 'tala IU1 ... ka ,. llae1p .. 1 .. 

11 '•rr1-17 ..... ,. 

AI 'hi PRil4 .. , ..U ,.,. _,be ... 111 Nl 1 .. 1-c ,. 

CoagNU a 'IIU1 to -·- pl'lMI 

•te&a7 .,. _._., •• .,. u• 111 tile elealq _,be of 

1915 at 'hi 'llelliUIJ.w& et • .,..,.. _, •t 'hi wllele pl'l ... 

''"".'""· • I 
111 'be , .. , .... tlCU'e• al....C, , ..... , .... '"• 

'-!Ueo \ben llaaa "- -.1• •-•'"u .. •t 'llaa •-"•' 

• n4 \lae1la .. a et 'be Preal4-'' 1 .,.,....,. IX•la•U• ef 

al1101\ U1J p .... at 'be pl'lM .. ,. preHa'M ,. 'tall a-lUM 

polah to 'be - aeM1wll•, _1,, 'lla-' •• paUII'II ef 

pl'1oa rl"a 111 tbe , .. , '" ,..,. la fl'lP'•Illl&lJ ola11ar 

\o 'hi prlM .. , .... h ...n .. , ... flN' , .. Jlaft af •al"14 

1 u ... 1 . 

D-101 

Regraded Unclassified



72 
-a-

n•••· tile Leftr ,.., ; ss:l't.llc tile ,,. ... .,., '' _,Nl ·-

"' lah •U• ,_.I'N , ..... Mld.J'I teP flll"tllOP prleo Pt.eoe 

wll1eh eoll14 Mt M etep~. i DviJ11 tile 1) ... b le ftlu tile 

IUl wae .... ,_.. ... ,_., 111M1Male prleoe "" .,. tbae f 

, ......... ,_ •"' ... "" ., .. , ' , ..... , . 
... .. .. Rpeat ., lllllhk.t 

It ..... ,. - ., - ..... .,...., ...... ,_ .... 

I 
41te wu~ eelllllc • llelt. 

~ wMleeele 111'1 .. ., faN,... ........... rs. ... )7 
II 
I 

Pll'tllli\ 1a tile put 7MP1 ... ef tMt Pleo, ' Jlii'MIIIt bile 

Regraded Unclassified



. ' 

_,_ 
73 

•et'""'\f .._ .. U.. fl I .... Jill 51 .._ 

ellll ...... •lJ Jhl 11 t ., ... 1J JNT tal 'JMEJ 

••mal• • u Jlflldt _. a lwlt • ' ' 112 s. 
ft11t QUe &I -•• ... fll .... &I ........ , II• .. » - -ss 

......u.--. ... .-....... - ....... 5 

Ia I 'l"t ... J1 Ia r 7 'l"t Jl Ia ...,U, • Ia -· Jf 

Ia Me, Jr Ia Mort Jl Ia I I C .... II .. --

I t--.1 ftle fll .. Jill 1 Ia ............. IMa.ltil 

.u.--. ................ ,- •. 1 9 .... , .,, 

... , llffW u.-' Jill 1, ............ ,.... ... 

_,11 ... 17 Jl I 11 RQI ltl 5., 1M 1111111-..SI ..... 

> 's u -. ..... ---· _. .. •• .. ~•= ..... 1 s' ow 

.u .... ,._ ?11• ana. uw11 111 ... ,..,,,liPS •••· 

.., ....... 9 c .... &I I 9 •• 

......... f11 _. - fll k 1 " Jllb I I 5 II 1111511 a.il £I 

.._. tiiiJw ,.._ •••• tw ._. • s'e ......... • .... • 

... w • pn 1 ' ' 1 p 1 u U 1 •fir V' 1 II I 

Regraded Unclassified



_,_ 
t• _, -. - IPIIIIIUW .. -11. d - a U. n.le &t 

....... ., .. _... = • '"' ., au .,.. ., 

...... ~- nkne-. ••., _.. ..... as "aYe 

74 

ter tile a•srill ;lUI '- -· M .. - U., .. ;a J'l 

tW till UhH -l~ 1 S .. , a ..... plllF IJ. aa 

HN &l&JIIMI- ................ , Ul lela ....... .,, lt l8 

iaen'-MI Ulat, l8 01 .. I H ., - ., ... , ...... &lie, .. 

prllls It aw"-M• ..... wUl ••· I 

0v ....... I 3 lf'l ........ rSJM'f liiJIIIilll• J•'• 
, ... tliMl ,... lN ..., .. I 3 I ...... _ ........ 111lll&lla, 

_. la tile ,._ tell ..... U111 8q .... .,. • ... f/i MUle. 

Aa .. ..,_.. II' CL pe.e, IIIUUUill lll l8 

~ t• J.a1U1 .... &llal at 01 ,.au wtblnt 1 so1;1 "'ll'lr 

laerHs&JII ... -.J.r ., ....... &lie .... ..,.. wllllllll ... , 

,. .... Wllllt ~" ...... It .......... lltl8stel 

\lid Ill MlU. It eM.ltlUill ...., l I will • laM 01 

P"ksts et tile P"Pl• et 01 -.1 ............... Qls tleel 

D-101 

Regraded Unclassified



- !5 -

1••r· lat•N117 tMr ft11 -' '- ..... ,... at Ulat 

eMUleaal _, .... a= SUM ...... Ia M a.laf, tM 

, ... tU.-1•• '• pi'1Me tlaat ._,.., \be unaU•a et tbe 

llenhUea, ef tbe Wap at 1111, at \M 01Y11 Wu, u1 et 

t.bt 1orl4 • •• .Ul 'M at wen. / 

.. , nua tbe , ..... •' .. n ...., ... , .. - u 

Cbo .. t.baC ••• 11tt ... ~ ltttlatW.a, tlteft la, 

ton••h17,- Utt .. aus 1a tM aU•tW., ~-. 1 

'belle't'e, au .... •• t ... \be u .. et ... et lanetlM. ftlat 

4lfttftaM 1e taaat t~ tala ~1• u1 tlle ..,. ..... , ... 

••'" et ftaC 1a -..ea~aa, ... dle, 1t tbe7 D tM, '• 

'rUt 1a ..... , ........ 1a ............. ,...,, 

Pau..- at u.t.e 1111 -.1& 'M - .ulUe .. l etep t.....C 

1ft t.l~e nr .,.uet lanett.. 

lt ls ,_, at a...-.. , ttult priM -·Nl el- WUl 

11ot ....... un.u... u ~• 'M a UaMI"Wlaa -..~~a ta 

11- l Ol 

75 

-

Regraded Unclassified



-·-
ou 1111 _. te * - fJ/1 ;sec "• wa..u.. u­

........... awtsa-.. - llll~~&~~ us c••-

.,_ u .. , ur -· au .u •. _ .. , ;ut r a ••••· 

'IILltiUl al .. 15--t .............. IUUJ lle•esw•eatt 

u.t 111M ,.., u••• ..... lllflaU.- a. ,_. ... • fl 

,.u. ,, 1 •• .._ ..... -- .. Ut ... .. 

hrss• ~ea. •• ._., ..... a ' us la los e' t _. • _ _., 

., ..... '"" ................ a. ......... ~ 

u~ ..., ....... , •· 

lila .kMSNW--It1 ... alM 1J ..... - fJ/1 ... 

Cll .. I 1 em a. ;nesl, 1111- »01" a.._ 

76 

............ ~ ............ •'=" """'• 
el alll1lma1 .. sores,_ •• -.&e AI a mJW &II au 2 1 &a ta. 

aat~lllftat&ese ""'*'• ,_ &t will ah • • a .. , Ua' 

,.,.. ... ~ tM a Um 11'-mas -• .. llll11ellr nqwsa­

'1• , •• ..sea .a.ie. 

Regraded Unclassified



7? 

(I) 111 "'• -.It ••s &a •• 111 Ia • t awn 1 

,...,. ln•r el •• ., .. _. .. au .... fll IIIla •••~t••• t•z•r •· 

,....., la u,t11c,. tr ew lte ...._ ,._ -•=• _.. 
_. Ul IS, ....... - t... azzlla.~ 1M 1 711 .. II fll 

·~· _ ... la ..... ,._ .. ,... ....... ,... 

r- _._ llt 'lllllUw fll lrf w a rn 1 ,_.. liillt a' sa -.......... 
,,, IIIWUr, ... ,... - •• uws .. - ....... 1 ..... 

"'" .... - ........ aa..a.Jia•'l ........... _. 

l&t II.., .. tM .... at wlil&all litz•e ....... fall .... 

111nzi '- .-ltlllla et ' t ..... - • tllUW tl .._ 

•"- "" ..u ..... *'•-.. - .... tse 1 -. ._, 

••llaftlaa te ,.. ...... Jll'llll &a-_...~. 

,,, Peen ·r. u. ._.. 11 --. •• ,. tl tM ,,,, • 

... ..,.. '"'--. .... ar ..................... ., •• .... 

Regraded Unclassified



.... • till-- -a.faa-••• , ..... __ le II 7& P 

.. ,.,.... .. ss fll•lln•s•-•r••l4'2•t•• a a c " 
C5t " "'• .. II • fll Is W l2 7 7 I n= 

... '- _ .. , .. , •• •sliilra • • .. r 1 • a•• ll w 

.. .... &'• ., ... 7 0 .. } !i4 

-··!1!1-•• .... _ ... 
2 

II I• 

le I ..aA Ia a 31 1 .. •ru ¢ W _. 
I --. .,._ .... _.,.,.. p ,. ... as c 

hi:? T .... , .. : ..... tfl ~· ( 
...... ~ ' '· f·. 

I I 

Regraded Unclassified



_,_ 
..... ·1-.-lllllll~-· I - ........ - • I •• 

el ... ,... 1 II 9 II .... 1 Dl e' 0 I ........ 

• ., ,...,~ • a ..... d• -.a. lniN .. MU 1111•• .. 

&aUie;• 9 II .. II 7 a ......... $ o •• ...,.,_ 

... *' ..... --•tal .. ..,, a .. w .... 

... ,., •• ,_ ... ? a D IT 1181 J 11• fill .... II' --Mill' -. 

............. 1IUl .... fill .......... tal ... 
IIU1 .. .. ... 9 I ...... MU .. II I .. ... 

111M I t•e IWI'. $11''11'o Dll I ........... .. 

I altr ... .....a~_. 111 1 ttl Tr 115 II • .. ~ 

.... fill ... , 'I 7 I., .. --···~-·· ... NU 

us•• &•• ... tall JUU»TI" .. ' a.t'n Ia Ia..,. 
........... .u ............ flll 52 •• 

It ...U .. diN .. cAlli .. Ill'" II ltf ... 0 -

te ..... 5 ¢ ... J ... ,.,. .. _, IW tz I II 

,. '2 •'• 5 • ... 1r .. I I f• t•·nallr, it ...U 

... 1CIIl 

Regraded Unclassified



.... 80 

M .UI te IMU ... e- I I"' I .... U• ... • a 

wtWUII ......... -· 81 &\ - fll .. I I II 

., -.~ ...................... '"" ....... ,.. 
·~ te ... ._ ... JI'P de II -.a. -.JeJIII If 0 M 

M ,..,,..... h ..U 111M .... II ••' al .e ..... 

.. ,...... .. 
1.11 fll .._ ... , I .._ • .-JI8 

'P'"' unaau. a. .. -. -. 1111, aa aMlu.a, • ilili 

....... Jftlil.,.. ............. 
M .......... - ...... -· ...u Ill .. .. QjltH 

., .............. -......... " ... .-..... .. 
..... ... ,..au. .... ,... .......... . 

-. u "' uw n • • ... , ... uaw fll •"•• ••n.a-.. 

....... - .. •• 0 • .,tud ........ .. • .., ........................ , .......... ... 

., ... ,_,, ,.w """· ..... • .... wr11-. aa ·a •• a 

• 
Regraded Unclassified



-aa- 81 

•• .. w' ¥ 1 2 I 0 I 't.l& JnQI .. • ... IUSISU ...... , 

11 an. avs 1 ••••• ... '1111111111 ... a Ill-. Ill ., .. 
tMr -..1& .. 1& .... 7 II a. ._. Ill at 7 17• le .. 

I • 
" u tile r--.1 a S • Ill ._. JSUillss ••"• 1111 

I 

tl?n au urn ... , -tt• ,_ •••nll•••s111·--..,. 11 
~ ................... - ....... ... 
liee ,., ....UU.. - 16 ... 0 lilt ..... ••• W?llrll'o 

be 11 ups fll .. ••••=--••Ill 11 .,, *&a ..U.s 

,., • new_... hllllll ,... ,.,..us, -. .. •· .. 11711 

•• .,, ,_ • •&Usc ... ~,... ,.... au 8&11, 

111101.,. IJIIIf'=llJ ........... 97 &e. fll t7le trMe 

•••..a. st'ct laW• _.,... .. uas. llat u, I ..aa.ws. 

~ &a~~wrw•• .... IIU .. r •:A • 1a tM .. _.. 
\ 

., ............ ~ .................... 'rt 
\ 

fll U ..... 1/1' ... Jill'•• Sill Ia ... I I •• 'dauss fll 

, ...... - IIIII. 

Regraded Unclassified



.... 
·-... 1 1I ..... ··~·· .. leilll&.. 7 7 I 

--.1 Jl'llll .. ... A' & ... I • II &Fr •••II 

........ Sa I ... I .................. -~~·*0- .. 
• u. .............. u ................. ... 

,,..... n I 1 "' .. I I ill I a tl"a .......... .. 

... .. s .... u.-. ... _ .•. ,.. ...... ~ • 

... -.le fll _. altll'••»•• _. ..... I • .._ -

$11111? ....... 

..... -···1-•llr ..... us. 
llfNO ...... I fell &I .. I 1l 1 .. a II ll"U" 

.. I I Olllf fll - , ... ,._.,_, ....... - .. ,_ .. II II.., 

... .. ............ ? ......... _,_ .............. M'l~ JOSN ,. 

" sJ'• ... u ,._ ..... 1a12 • 

Ae -. • ne•e ' 51 1 1 , ur, -. paw 1 a. 

fSIIU If dtll tile JI'IM• Ia a..., 8 eel ... J:IIIOW 

a W-.. JS&OU N .... , I .. IJ'IIIR .. tJI MUte 

J ..,_ ... ..__. ................ u,.a..e D e 

D-101 

Regraded Unclassified



- 1)- 83 

.... , u• • ,• -. ._... ...... wtU nee •• -

• ., .......... u ... - .......... d ..... . 

•uct• ... nt.al ,_ • ~-· t• •• .......... , .... . 

fte ...... PlH ...,._ llu tau.~ liMe .... ..... 

19)9 w111 _, u. .._.,... •• 1 .. , 110 •uu-. 1a 

tu\ \Ill Jll'lM PUI *Mil ......... ~ .... lac ........ 

... u 1a *'- ........ 11 .. u._.u .. ...- ..a. •au nu 

•••' \ke tUJ~~.,.r ahnt t1 W.lllaa • .... ,....,, eapee&&.­

,..,., al-. • 

•• .. , Ml, ......... u .... ,..,...., ·-·· ·- ~ 

.................. -•s-•. ~· ._a.,... ... •• 
"" ••'-'• ~· -.1.,... rle&-. .............. , _.._ 

-ieu ,..._ .......... ,_ ........ ,_, -

........ , ._a.,. - ... - .Ullaa ,...,.. wl ... 

JJIIN11 - -a._ at ... Nte II 1ft MlllM a ,.ar. A 

.... , .. ,lal Plea la ....... ., u.uc will ...... ,_ -

... 01 

Regraded Unclassified



.... 
.. • $ 5 I a 2 IX fll P,.ll ta I Ill .. IIIII ... 

•n .. ...U IW?2 F .. 1'3 Ill ... • ....... 

8 1 Ill., .,, fll JIJI .... $~t - - - I 5 I M I 

te _. ....... IllS ?IF Ia lft ... lll!l3 •1 .. ·-· flliktl 

........... ta 1111• ... •IJISI 1 2 R ME P II 

1 5!1 ... 1 I ta k •• Ia I 7 PI & 7 I ._. 5 •r 
... - .. ,... ,. 7 a n· .. ,... ........ 

.............. - ........ , 1 .......... .. 

per n n ,..,. 

1 Mar 01 111 11 ... 11 11 a 2 

• ..... ,. • .. 

••-~•- ... -. •11 rse7w ,...,1 a -

I I .. - .. S I I • d S I Jill lo P I Ss aelR 7 I 

......... , I ta .. I t I - ... HI' F pi I ... 

Me 1112 Ike .. I g 1 -II ar taM Ill.,._ 

'13 '13 fll '-··--II .. ME "r-.. SS I 'W ta 

Jll 0 Me .,._._ Ia "I' F $111 I ,_ ,._ $1 2 II ... 
a.ut 

Regraded Unclassified



-,, - 85 

- ..,..U .. laMr .. .._ Me .. u, te ... II t• f-'1-

l .. tu a--' ,_ ....... -.hU&IIf Ule .,,. tMltr tw 

~ ...... ..,.., ,. .. ,~ &a ., .. fll tM riel• _, fll 

U•lllf• hi' le tM 1..-1_. te .. "'n·t t .. ......... te 

tiM pruel~• "' ....,...., •• .- '"'"' e~u ....... .... 

, ... , .,, .. ~, u , ... to hU• •'-• fll - ..... uu•• 

.,., •. 
.... ., ............. ..., ., tull' epeelal "'' .... 

IMH la ,,......_.. ......... lMnaHa la tu la- fer "''"' 

;artlalar ....., •• a ,_, ...... l... ........ lUll ..... 

•t tile•• .-.a ,..ua &aereu .. fer ..U ,....._ • ,.,..,_ 

ll ••• , ••• 

lt .., lM•n u te ... 11.,.... ,._ •• resort et tM 

Jl&lt, U IIINtit ........ laftaUM la lMYlk .. le la t&aea 

Ulle '"''' ..te•• " I'Nht &h .... aun a.,eal - Mllll 

•• , .. ~. u - all ......... 

... 101 

Regraded Unclassified



•• elwMil& .......... ,. tapt •*• ... ·"-

latlaUM 11 .. , ea11 ana•.-t•• "' -l•• "U1 .,_, ll 

., --. ,.., ...,., an•U• "' a1.,. r.11 .... "'Jlfl••t.e• 
u& *' Ul• rue u. u • lei 1 ... ., u& • 1•• ...._. 
••• • let -• pauhl ..... Ute ••• u••a&•U .. r1• 

.. 101 .... ~ 
''""1 

Regraded Unclassified



• • ~ ... ::1 <+-: , ..J -

,, '11 1. ,('1-1. 

( 8? 

I ~m glad to testify in behalf or t his Bill not only 

bec~use I am in accord with its objeotivss, but also because 

I nn convinced t hat t he problem t his Blll seeks to heln solve 

ls terribly urgent . 

As tne Presi dent said two months ago in reco~end1ng to 

• Con reee n b i ll t o control prices 

•Today we stand, as we did in the olosing months or 

1 11, at t ho begi nning of an upward sweep or the whole n rlce 

structure." 

In t he facta and figures already presented to this 

Co~•ittee t here nee been Bm9le demonatretion of the accuracy 

~r.d t i~el ineae of the President' s warning . Examina tion or 

~1l:lost any o~rt or the price datil nreaented t o t his Com:11 ttee 

'>Ol nts to t r.o same conclusion, namely, that the Qat tern or 

·' rice rlseA in t he oast two years is f righteningly s i m1le r 

to th~ ~rice movements during t he f irst t~o years of World 

.. :·- 1 : 
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In the last war we waited too long. It was not until 

August, 1917, that the first st ep was taken to check yrioe 

rlses. The Lever Act empowering the President to control some 

oricea waa not i ntroduced until May 7, 1917 . Despi te the t act 

th• t o rioee were ris i ng daily, Congress debated the Bill for 

l} weeks. By that time the damage had al ready been done. 

Prices had risen more than 75 percent and there were already 

set into motion powerful foroes mek1ng tor further price rises 

which could not be stopped. During the l} weeks in which t he 

Bill was being debated, whol esale prioae rose more than 2 

oercant and farm prices rose almost ~ percent. 

Are we to repeat that mi stake? 

It seems to me that we have already gone ae far as we 

da te ,.1thout calling a halt. 

The wholesale p r i ces or r arm products have risen }7 

oeroent in t he past year, and of that rise, 6 percent baa 

occurred i n the last mont h. All commodities have risen 18 

'>ercent 1n the last year and 2 oercent i n t ne le st month alone. 
"'-, .... , 
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Similarly down the line: fooda are up 25 percent, hides 

and leather up 13 peroent; text1lee up 23 peroent; building 

materials up 12 percent; and chemicals up 14 percent. 

The public is amply aware ot what ia happening. The 

housewife knowa that pork ohopa that were 29 oente a pound 

in January, were 30 1n February, Jl in April, 32 1n May, 35 

in June, 37 in July, 3g in August and 41 at t he moment, 

a total rise of 4o percent 1n those n1ne months. The house-

wife knows that eggs have risen J4 percent einoe January, 

that coffee 1e up 24 percent, and that auger and tlour are 

up 14 and 17 percent , respectively. The housewife, the 

bueineaa man, the wage earner, and the government employee 

all know from their daily experiences that pri oee are rising. / 

They tear that inflation ie 1mm1nent. 

Periods or war or ot intense preparedness have brought 

about t hese pr1oe r1aee tor very e1mple reaeone. Either a 

war or e.n all-out defense program 1a a maJor undertaking 
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~or AnY na tion. The government at suoh R time finds i t 

necessary t o orde r an enormous quantity of all t y, e s of 

-oods , vthich reduces t he amount~ or such goods available 

90 

ror tlte gener al !>Ublic to buy. At t he s o.me time, the oeople 

' ind tuo·asel vee r eceiving large r incomes t han or eviously. With 

nore inco~o to soe nd upon goode, a nd less goods t o buy, it i s 

1n@ v1table that , in the absence or aorue of f set t i ng act i on , t he 

~ rices of ava ilable goods wi l l rise . 

Our def ense exoenditures a re r ap idly inc r easi ng . During 

t ;.o f i scl\l year 1942 t hey are exoected t o exceed S20 b i l1.1.on, · 

end i u t ue year fol lowing t hey may r eAch 4JO or even $ll<l billion . 

As t ne defense p rogram g r ows, Addit i onal inco~e i s 

' rovided for large s ections or t he oublic wi t hout corresoondingl y 

i ncre~s1ng t he suonly of consumot 1on goods unon which thAt 

1t,uomp would ordinarily be anent. I t has been estimated 

tt•' t .no billion of add i t1ona l money income will go into t he 

~o~·~• ts or t he .,eopl e of t he United Sta t es durinc;: t his l'lscsl 
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year. Naturally they will want to spend part or that 

addit ional MOney upon consumption goode. In ac doing, the 

aame stimulus to prices that brought the inflations or the 

Revolution, or the War or 1812, or the Oivil war, and or 

the World War will be at work. 

But whlle the forces at worlt today are the ... e ae 

those that brought our previous inflations, there is, 

fortunately, one difference in the aituation, which, I 

believe, oan eave ue trom the disaster or inflation. That 

difference i e that today the publ1o and the governMent are 

aware or what 1e happening, and able, it they chooee, to 

take poait1ve, effective, preventative meaauree. 

That ia what t he Congreaa 1e being aalted to do today. 

Paaaage of th1a Bill would be one additional atep forward 

in the war against inflation. 

It ia true, or oouree, t hat prioe control alone will 

not conquer inflation. It would be a diaeervioe both to 

D-101 
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th1a 8111 and to the cause ot preventing 1ntlat1on 1t the 

impression were created t hat the 8111 w1ll accompl1eh more 

t han it actually oan. Thi s 8111 cannot perform a miracle. 

This 8111 alone cannot atop prioe r1eee. Ivery Government 

that hat attempted to check 1ntlation has round that direct 

price oontrols alone cannot hold down t he 11d when the 

i ncome of the consuming public 1a 1norea&1ng and the amount 

or goods availabl e to the consumer i e deoreasing. Addi-

t1onal etepe are necessary. 

The Government has already taken some or t hem: 

92 

(1) The Oongrees has passed, and the President has 

Just ap~roved, a tax bi ll designed to ra1&e almost t4 billion 

or addi tional revenue. This i & a major aocomplishment in the 

anti-inflat i on ertort, tor it will ab&orb a substantial 

~ort1on or the ewollen incomes t hat are initially responsi­

ble tor price rises. 
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(2) Senondly, the Treaeury is engaged i n a borrowing 

program deeigned to absorb st ill more of t his exoess income, 

Through the sale of defense savings bonds and stalll9s the 

Treasury ie trying to borrow ite funds from nurrent non­

sWDer innomes, rather than from ban.ke. The importance of 

this measure i s apparent from the faot t hat i n the past 

four months $1t billion or defense eavinge bonds and stamps 

have been eol d . 

( J) Thirdly, a new form or borrowing - the tax antic1pa-

t1on note - hae been issued, designed to absorb nonsumer 

incomes before the date at which i ncome taxes tall due. 

During the month or August more than $1 bi llion or t hese 

notes were sold, abeorbing t hat muoh more inoome t hat mi ght 

ot herwise be pushing up prices in the market plane . 

(4) Fourthly, the Board of Governors or t he Federal 

Reserve System has renently been given the authority t o con-
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trol consumer installment credit. Thie meaau~e is designed 

to restrict the spending of enticipa.teiinoome. 

(5) Finally, the Office or Prioe Administrstion 

bee been exerting every effort to control pricea through 

tile cooperation of producers and ooneumere. 

Thoae are the more important atepa t hat the government 

is now taking to check price rises. But they are not 

enough. 

As I said in a recent address in Boston, we must 

~l ao, if we ere t o be sure of victory i n the war ege1nst 

inf 1e t1on , prepare further to increase taxee, perhaps to 

extend the general controls over bank credit; perhaps to 

reduce ceoital expenditure& for non-defense needs, end 

furthe r to expend the sale of defense savings bonds and 

st~tmoa . 

• 
D-101 . 
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In thil connection I want to eay that as a result 

• ot some personal contacts with labor uniona, I have been 

very greatly impressed with their desire to tully cooperate 

1n the purchase ot savings bonds and etampe. I am cont1-

dent that the wage earner• will be willing to lend to the 

Government a substantial portion ot their increased earn-

1ngs and that they will do eo ot their own tree will. They 

will do eo because they. are tully in aooord with this 

Government ' s foreign policy, because they know their own 

security i ndividually and oolleot1vely depends on the suo-

cess ot our all-out defense ettort and because they tully 

appreciate that the prevention ot inflation ie ln the1r 

interests aa well aa the lntereata ot othara. 

It would be wise to extend the soci al security program 

to absorb purchasing power and pave the way tor increased 

purohaa1ng power atter the emergency. Similarly, it would 
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be wise to inetitute new eooial legialation euch aa a 

severance wage plan that would abaorb eome of the incomes 

of employed workers at the preaent and provi de a fund from 

which to continue wage payaenta if their employment ahould 

be terminated. It would aleo help 1t J'ederal and State 

and local governments reduced non-defanee spending as muoh 

ae pos&ible. 

All of these thinge remain to be done 1t the war 

against inflation is to be won. But, in addition, we must 

attack the problem from the other side. Rising prices can 

be retarded by measures that would increase the auppliea 

ot goode ~ioh do not ccmpe~e with defense needs. 

We are in a position to do just that. The government 

has in ita warehouses· vaet quantitiea of cotton, wheat , 

corn, and many other agricultural etaplea. Our granarr 

doore should now be opened, enough at leaat to prevent 

unreasonable price rises. Such a etep would be in agreement 

D-101 
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with our eatabliahed agri cultural po11o7 - the eYer- normal 

granary. Having accumulated atooke 1n t 1mea or aurplua, 

they ahould be distributed 1n t1mea or shortage. To do 

so 1a the natural complement or our preYioue policy and 

the neoaaaary preparation tor reaooumu1at1on when and 1t 

aui"'luaea again develop. How 1a the time to empty our 

blna, both as an ant1- 1nflat1on measure, and as a prepara-

tlon tor refilling them 1t that ahould again become neceeaar7. 

The oonoept of an ever-normal granary, which calla 

tor a floor under falling rarm prices, seems to me , t o call 

equally tor a ceiling over rising farm prices, Thls Bill, 

however, apeo1tioally restricts the authority of the price 

control adm1n1atration over tara pr1oea. That la , I believe, 

the ma Jor detect or the Bill. I strongly recommend that 

t hla inflexibilit y 1n the Bi ll be removed - 1n the intereata 

of the at t ack upon i .ntlat1on, 1n the intsreet of the standard 

ot living or our people, and 1n the long-run 1ntereste of 

tarmera ae well. 

D-101 
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I am not disturbed b;r the general lenl of agricul­

tural prices now prevailing, but I am deepl;r concerned 

about the danger that agricultural prioea will continue to 

rise r. a they did in the World War. Suoh a r1ae would con­

t ribute importantly to general 1nnation, would reetr1ot 

t he standard of living, and even interfere With the health 

and morale ot our oitizenr;r, and would again drive farm 

pr1oea up to levels that could not be supported after the 

present emergency has passed. 

Betore oloa1ng, I feel it my particular reaponaibilit;r 

aa Secretary of the Treasury to point out to you the epeo1al 

intereeta the government and the Treasury have at stake 1n 

stopping prices from r1a1ng further. 

Aa the nat1on' a largest pu.rohaaer, the government is 

oonoerned w1th the problem in a vary direct way. We have 

a detenee program which baa already paaaed the $50 billion 

mark and the end ie not yet in eight. It prioea behave 
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118 ~hey dicl during the World War, we wUl tind that our 

defense program Will cost us double without giving us a . 

o1ngle 11dditional gun or pl ane tor that extra expenditure. 

The orice rise which has taken place since September 

1939 wlll cos~ the taxpayer at least •10 bU11on. In 

rnot the price rise which has taken place during the seven 

.-eeka in which Congress ls deliberating over this BUl wil l 

coat the t axpayer almost il billion on next year ' s expendi-

tureo alons. 

We not only are the nation ' s l ar gest purchaser of 

goods, but we are the nation ' s largest employer. And as 

the nation's largest employer, rising prioes present another 

serious problem t o ua. Apart trom the armed forces, the 

bovernmen t employs more than one million people with a 

nnyroll now running at the rate ot *2* billi on a year. A 

subst antia l rise in the oost of l iving will ra i se f or us 
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aa an employer a choice or evils; to permit the real in­

comes of our employees to be unJustly reduced, or to in­

crease still further the payroll that we must meet. 

Uoreover, mi lli ons of people Who are now respondi ng 

to cur c leas for cooperation in financing our defense effort 

have t he right to expect that we prevent inflati on. These 

neople were asked to invest in defense savings bonds partly 

as a means of preventing inflation . They have a right to 

ask tha t the government do everything in its po.,er to 

prevent inflation. 

I tull y appreciate that it requ.1ree courage on the 

pert ot Congress t o pass this B1ll. It always requires 

courage to put brakes on rising pr i ces. There is nothing 

more attractive to the business man t han higher prices tor 

hla products. The farmer can hardly be blamed if after 

decades or low incomes he tlnally aeea the opportunity to 

r ecoup bls f or tune in higher prices tor t a rm products . Nor 
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oan orgaa1&e4 labor be takea too ... u,. to au for foll-

1QS tbe general para&. an4 eaplo1t1ar the oppor1iaa1t:r for 

higher wac••• part10Ularl:r 1a v1ew of tbe r111ng ooet of 

l1T1ng, lor 11 the 1&114lord to be bl .. ed tor a4ber1ng to 

the pr1no1ple of oharglDC wbat the tratf1o w111 bear 11aoe 

~bat pr1no1ple 11 the toUDdat1on 1tone of our o~et1t1ve 

Eaob ot the•• group• and ... ,. of tbe1r apao1al fr1en41 

here 1n Waah1ngton regard 1norea1e1 1n the 1noome tor their 

part1oular group a• a Juat de .. rt long over4ue. With eaoh 

ot tbe .. group1 pr1oe 1aor .. ••• tor h11 pro4uot ar aerv1oe1 

1a popular. 

If aa:r le11on 1a to be learned troe tbe reoord of the 

paat, 1t 1hould be tbat 1atlat1on 11 1nev1table 1n tlae1 

l ike theae unl••• •• re111t 1t1 ee4uot1ve appeal -- unl••• 

we tight 1t on all tront1. 
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We ebould ga1n OOIU'&ge to t1gbt ap1nat tbe attrao­

t1on• ot b1gber aone:r 1no-• troa tbe knoWledge tbat 

1ntlat1on 11 not onl:r accompanied b:r eerioua ev1le but 11 

followed b:r even greater ev1le. We ebould never lose e1gbt 

ot tbe tact tbat !Qflation ie alwa:r• followed b:r ~tlat1on 

and tbat tbe r1de down 11 a lot longer and a lot harder 

and a lot mor•pa1ntul than tbe ebort intoxicating r14e 

up was worth to tboee groupe 'tlbiob participated 1n 1t. 
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!hll ~atlon ot llltlatloaJ that b, the pvolaulJic 

power ot IIODif, pea to the n17 heart ot the 10olal upba­

tion• of the '-trioan people. It the (l'l&t aooial retor.a 

o! the laat eight 7eara an4 the eoonoaio atridea ot the 

laat !iTe deoadea are to be perpetuated, it ia eaaential to 

UDdntak• to keep the Olll'l'IDOf an4 the ored.it atnotve 

aoWI.d. 

For aake no lliatake about thia • a l"'lll-..., llltlatiOil 

with one tell noop would wipe ..., the fruita ot nr haN• 

won eooial progr111 of theae reoent fl&rl. !here oan 'be 
\ ~ 

no genuine, luting aooial refor.a, no real illprOTIMDt 1a 

economic aeourit7 an4 1n the aaterial well·belng of the 

people, unleaa ' the7 be related to a reuonabl7 atable our­

renc7• It, through tiaoal lliae.nqaent, through lull: ot 

COUl'&gl 1n &pplflng the UOIII&l'f brak11 aDi the DIOIII&l'f 

reatr&inta 1n non·detenae goTera.ent apend1ng, the dollar 

ahould break aq tr• ita 110or1nga, then • would han a 

ujor aocial retrocroaaiOil. In other worda, 1n aooial 
in r 

tel'll& - tel'll& ot the atandari ot 11T1ng ot 90,000,000 

' American t&llili•• • a wild ana unbridled inflation would 

conatitute the 1101t reaotioll&l'f atep oonoeiTable. 

-
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S~ch a calamity would set back genuine liberalism for 

more than a generation, and would leave the confused and 

disturbed public at the mercy of irresponsible demagogues . 

When I advocate specific steps for dealing construc­

tively with this problem, I am thinking not merely of nar­

row fiscal considerations, but of a matter which vitally 

concerns the buying power today and next year of every 

American housewife and the value ·of the long- term savings 

of every beneficiary of old age pensions under the Social 

Security Act, of every life insurance policyhol der, and 

of every thrift deposi tor in the United States . I am 

interested in applying prudence and forbearance in the 

handling of Federal finances so that the dollar will continue 

to have the meaning intended in the cocmitments which govern­

ment and private financial institutions have made to the 

millions of good citieens who trust them. 

In the circumst ances, this fight against inflation 

should be envisaged as the most popular battle conceivabl e 

for it is waged in the di rect interest of every hardworking 

and thrifty person in the United States. If, through neglect 
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of proper liWiagement, a radical inflation should be un­

loosed, the mobile speculators alone would be nimble 

enough to protect themselves, and the vast multitudes 

of thriftr and industrious workers in agriculture, in 

induatrr, in transportation, and in gcvernaent service, 

would be victimised. 

105 

Historians looking at effeota rather than eauaea 

often mistake the motivation of social convulsion.. Fre­

quentlr fiscal convulsions set in motion a chain of events . 
which overturn established forma of government . J. radical . 

inflation which robs consumers of their bU1ing power and 

savers of their neat egga tendato throw great multitude• 

ot people at the mercy of men on horseback. 

The W&f to prevent auch a social catastr ophe ia to 

deal oouragaoualy with these fiscal probleu in tiM. If 

we wait until the threatening forcea reaoh full fruition, 

the prnentative and reaedial action aar be too late . Thla 

need for financial prudence ia one on which all the people 

can unite, and a~ they see the naed for forbearance on the 

one hand and for setting up oontrola on the other, the 

people ehould express theaselvea immediately. Ther should 
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make known their views to their Congressmen and their 

Senators, and to the men in the executive department s who 

are their public servant s . I have been gratified with 

the great interest which the public has shown in mf recom­

mendations along these lines . 

I recognize that though the first step is to think 

clearly on these problems that mere expressions of pious 

policy will not be enough. The great need is for immediate 

action along constructive linea . In the interest of 

national patriot ism and public welfare, we should not 

hesi t ate to pay whatever price may be necessary to translate 

these principles of prudence and forbearance into a 

concre te set of public actions . 

Walter Lippmann once said that the tragedy of democracy 

is that the people are not interested in their own interests. 

I cannot accept this defeatist view. I have faith that if 

complicated economic questions are translated into simple 

terms and presented clearly to the people that they will 

be tremendously interested, and will be behind sincere 

efforts to safeguard their vital interests. 
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The qu11t1oa of t1a1Dc 11 of pU'M0111lt h!lMrta.. 
1Je auat bal bolcllT with the Wtial 11phJp1 'befoN tJiq 

reaoh gale proportlou. It 11 tllll for all of u to 

reoognise the t.aldlate neoea11t7 for NYeraiac depl'lllloa­

bred eoonoalo polloi11 llllut thll ourl'lnt •:r;pllll41q 

......-nt boca. Il we ... oo1ll'qlou 1a aotiac p..-ptlT 

... ahall be aowiac the 11eu -for OOIIparatheq •table 

ana orde1'17 progre•• 1a the 7'&1'1 to •-· .. •hall, 

in this wq, be aategll&l'd1ac 11114 perpetuatiDc the 1oolal 

progre•• whioh would be oa.pletelJ ellainated br a radioal 

inflation of the ourreno1• 
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fbit qaettion of la!latlon)\--that 11, tho purohulnc -powtr of 110n07)\ COOl to tho YOJ'7 boart of tho IOOial upll'&• 

tiona of the Aaerioan people. If the gl'Oat tooial refol'al 

of t b• la•t eight 1•ar1 ana the eoonoalo •trl4•• of tho 

latt !iTt deoad•• &1'0 to be ptrpetuate4, lt lt ••••ntlal to 

1111dtrtake to ktop th• OU1'1'0nc7 1114 the o1'041t ttl'UCturo 

lor aak• no abtllto a'bollt tbb - a l"'lll-~ Wlation 

with one fell noop woul4 wlpo ~ the fl'uitl of OU1' bar4-

- aoohl progl'Ou of th111 rooent 70&1'1. fb••• oan be 

110 11111l1Dt1 luting IOolal l'lfOI'al1 llO l'Oal illpi'OTIMilt ill 

toonoaio 1101ll'1t7 ana in the aaterlal ••ll·'blln& of the 

ptople, unl••• tb17 be l'Olated to a l'O&aonabl7 ttabl• our­

ren•7• If, through fltoal aita&D&& ... nt, thro~ lack of 

001ll'&&l in applJiJI& the IIIOIII&J'7 hl'd.ll all4 tht IIIOOII&J'7 

rutraillte 1n non-dofouo r;oni'IIMnt tpendlnc, the dollar 

thouU lll'Oak awa) froa ito .oor1Jiie, then wo would ba•• a 

aajor •o.olal l'Otl'O&J'OIIlaa. IJa other wor4e, 1a eoclal 

ttru -""t,,.. of tho etan4&1'4 of lhin& of 90,000,000 
"' Aatrioan faalll•• • a w114 ana unbridled Wlat1on woul4 

oonetituto the aoet reaotloft&J'7 •top oonc•i•ablo • 
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I NT~R OFFIC~ C0'-1'-!UN ICATlON 

OATC 

Secretary Morgenthau 

Alan Barth 

September 22, 1941 

SOU'l'HERN PRESS OPINION ON INFUTION 

The people of Alabama, Georgia, Louisiana and Texas have 

gleaned little awareness of inflation dangers from their daily 

nensfapers . The subject, for the most part, has been either 

i&nored or obscured by the press in these States . 

Only the scantiest news coverage was accorded the Secre­

tary' s Boston speech in the leading newspaper s of Atlanta, New 

Orleans, Mobile , Birmingham, Shreveport, Houston and Dallas. The 

New Orleans Times Picayune was the sole journal in this group 

which devoted an editorial to discussion of the address within 

the week of its delivery. The Secretary's proposals were cordially 

approved in this comment; but , this paper added, he "seems to 

ignore the prime essential of price stabilization under an economf 

in which the law of supply and demand has been suspended. He skips 

over the question of arming t he price administration wi th full 

lo.gal authority to fix price ceilings and enforce controls over 

the sundry factors that go into making up costs and selling prices ." 

In occasional general discussions of the topic of inflation, 

southern editorial writers indicate plainly that they are against 
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( it, as they are agaiut ain. The word "intlation• hu ~IT con­

notations. But they ahow little recognition that it ~ be re­

lated to the price of cotton. 

The southern pres~ is inclined to be aomewhat wary of price 

control when it is urged by Lion Henderson, but enthusiastic about 

it when it is preached by Bernar d Baruch. The enthusiasm, in au, 

case, appears to be for price control in the abstract, not as it 

mA1 applY to southern farm products • 
• The Shreveport Times provid .. an example of the prevalent 

confusion: It declares that there "is widespread public dissatis­

faction over the absence of aDJ real restraints on living coste• 

and asks why Leon Henderson's activities have failed to hal t the 

uptrend ot prices . •The only answer obtainable from officials in 

Washington vea ted with reaponei bility for price controls, • it goes 

on to say, "is that some increases must be expected. But this 

answer ie not satisfying, when the public also knows that there 

are some groupe in Washington which favor an inflationary trend. 

The suspicion grows that these groupe are preventing adequate 

price curbs,• 
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Cllrton 
Mack: 

HI!Jr: 

M: 

HI!Jr: 

M: 

H~Jr: 

M: 

HI!Jr: 

HMJr: 

II: 

:D!Jr: 

Y.: 

H>IJr: 

Y. : 

-- ~----~ --

Hello. 

Hello, Mr. Morgenthau. 

Howhe my sewi ng machines? 

September 22, 1941 
4:20 p.m. 

'tlell , I think it 1 a worked out. We had to try 
e new tack on it because WPA was getting a 
l ittle bit involved again. 

Oh, my God. 

1:15 

We're going to cut some corners, but what we're 
going to do is tble. Tomorrow mor ning they will 
have the list over to ue , telling us what they 
have surplus. Fifteen hundred typewriters -
that I 8 II'PA. 

~ot typewriters. 

I mean, sewing machines. 

Yeah. 

Sewing machines. We will then get ou t a telegram 
im~ediately to our State Procurement Officer. 

In Los Angeles. 

In Loa Angeles, telling him to communicate with 
the Loa Angeles County Commieeionere •..•• 

Right. 

..••• and that we're sending an air mail letter 
outlining the instructions and eo forth, so that 
it will be taken care ot - that is, word will be 
gotten out tomorrow. 

Wonderful. 

Now, we're following a little unusual procedure 
here because it we're going to depend on WPA, it 
just won 't bapoen, I know, t or several days yet. 

• 
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HMJr: 

1!: 

HMJr: 

1!: 

I!I(Jr: 

II: 

hl!Jr: 

M: 

HMJr: 

M: 

HMJr: 

M: 

lD!Jr: 

M: 

KIIJr: 

M: 

HMJr: 

- 2 - 11.6 

Yeah. 

And I think th1a is the moet direct way or 
getting at it. 

Now what will be the result- what will happen 
tomorrow? 

Well, tomorrow our man will be instructed to 
get in touch with the Commieeionera and tell 
them that we are going to loan t hem the sewing 
machines. 

How many? 

Fifteen hundred. 

Wonderful. 

And that we will tomorrow - our State Procurement 
Otticer will tomorrow get 1n touch with the WPA 
Administrator 1n California tomorrow ••..• . 

Right. 

•••.• and get the location 1n California and 
numbers and deacr1pt1on or machines t o arrange 
tor the transfer. 

Wonderf ul. 

Well •.••• 

In other words you just do 1t and then tell 
Mrs. Kerr 1t'a done. 

That's it. That's it. I oalled her back after 
I talked with you, but ehe had changed her mind 
about working through CCC; eo I thought we'd 
better take title and work it ouraelYee even 
though we are Jumping some hurdles here. 

Well, when you Jump Mra. Kerr, it's quite a 
high Jump. 

(Laughs) 

Do you know her? 
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M: 

HMJr: 

M: 

HMJr: 

M: 

HMJr : 

M: 

HMJr: 

Jo!: 

HMJr: 

1-l : 

- 3 -

No, not very well. 

Okay. 

(Laughs) 

Well, that's what 
damned nonsense. 
the run-around. 

I want, because i t 's Just 
She's giving Mrs. Roosevelt 

11.7 

Mr. Morgenthau, you remember awhile ago I 
mentioned to you about the etenoil paper we're 
going to eave some money on? 

I got 1t, and I'm giving it our publicity. 

Xeab, wel l, tine. 

And I wrote you a letter t ormally congratulating 
you. 

Well , I appreciate that; and there's a lot more 
to be done. We're Just starting in on that. 

A ttaboy. 

Fine. 

HMJr: Well, this is tine. This pl eaeee me ~ery much. 

K: 

Hl!Jr : 

M: 

Hl!Jr : 

Yes , sir. 

I mean, it's the kind or thing t hat I like to do. 

Well, very good; and we're happy t o do it. 

Thank you. 

All r i ght. 

• 
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September 22, 1941 11.8 

l.!e!:lorandum: 

Mr. Mack informed me by phone 
today that it had been decided to 
use British molasses for this alcohol. 
Mr. Mack also said that Senator 
]!erring has contacted OPLI and has been 
informed as to the final decision in 
this matter . 

lfrs. lie Hugh 
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September 11, 1941 

I called up Donald Nelson at 6:00 this evening 
over the White House telephone, and told him about 
Senator Clyde Herring' s call on me. Clif Vaok was 
present during t his confer ence . I told him to 
look into this whol e question about whether we 
should bUJ alcohol made from English molasses, or 
froa our own molasses. I told him that Senator 
Herring's eon was interested, Nelson promised to 
look into the matter and would give me a report 
on it tomorrow. 

Please ask Clif Vack to give me a written report 
tomorrow without fail on the conversation which took 
place between Sena~o~ H~rine and ~self, in whijh 
he participated. C(...,/...,.,z ~ 4 1111~ 
I / , /'11" 

-

tl9 

• 
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..,,_, ..... 1Nl 

Dear 11r. Jlrllaa 

!1111 11 J•t •• tell, .. Qat·- ..... 
t.U,• 11 P""la& te \e a ••.r.t llelJ te • 
la olll' Dlfeue ,_. ,. ..... lft Mn &1 ... a 
real un •• Alllr11U lliNll " wltU. Ull 
toatr1htUc t~ll 1-c• 

It ., laterelt ,.. " ... U..t Ula c.. 
atqtse Dnc lttn• er Dl'"lt llaw ..w u1 
,...1"" peNlNla te U.trlwte ~C:O ..,w 
tf tM .... tuwp tllelr 1te1'11 at r -
• .,..... ~· .. , ... ........... alae ........ 
latt .., Det ... ll&•t.• ert1111, ..a .. .,. 
Mllllllc Wl.u.l I.,UI U fU~ U tM ........ ·-b. 

Vr. Ird.llll Jvlla, m Stnab 1ft .. , 
... York, 1. t. 

FX/hlcb 

9/19/41 

IS~) 1, Moraau.a. 1,, 

:t20 

. 
• 
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.., ...... 22, 19~1 

to tllftlll~t 

lo\tMU« ...... h • ...,, ., ..,17 
t u ,.... •lcM'-" w Du1•1 t e\la'• wln 
., .., ...... elp\Ma .. , 

J - - ..... h • .,.., Mal ., .. .., ., w ........... -- ... _,.., ""* .. ..u .. , u ......... al• ... 
U.odtaU• et ·~,000 La ear IM ,_. tu 
a.rt.. "7" u4 "'" lan-ce ...... l h llnw 
.._, u .... llal• \M uauau .... '-" w 
h ..,.M M\rk _.,. U '"tl\a\1e f er 
M1 .. n et '"Ma\ •llolta\h M.ut\lea w 
.. u ..- .. ..nu .. •• _., .... , - h"•' 
\h •n•nta la lint~ ...... 1M 1laUaU• 
of •~.ooo •• h &..,ali'M la .., ... ,.... 
•-" .., Yel- If lUll •fta\a\11 euvt­u .. ,,.. ht-c , _ , oa \lle ,......, , 

, ... Ill •• , ....... ,,, 

121 

• 
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......... 
I llaft ,..... M~ ol ..,._._. 11, 19111, 

...,.nu. ..,. lafto'-t el - or M 11UU• "Uue 
ot c.Mo 'MlellcliiC M I"V •.....S•U• la lJaltM 
'""' w-~a.s ........ ,, """'· ........ ., " .... ,_..., ............ . 
'Miero lila 1.-t..,. ,_, nc-laU-, lila .. ,. a 
..... tiel " _, .................. ,, ... 
UaltoU• II t5Q,OOO 11 """ r ... I laft!ICI 111Ma 
.. ,. - ........... la.,- ,..., .... '-' 
lllq ............................. llaltotlll, 
'Mat Ill 11111 •• ll aa _,u .. er whu ol t11a 
UaltiUII h .... 1a - -. U wtll 'M _,_., 
...... u 1a lllq ...... ..... 11M ~ra..., ... _,lr 

122 

11M 111 .,....,, *'• lawl'" \M •-·--• ol appftal­•wlr ..,... lllllloa lllllro II Jl•ll• ,_., la laftiiCo ...... 11111• U nl•••lr ..._. ._ l1111111 at \M 
......... u WR!t .............. u ..... 

U...r all tU ll._IMIIIII, tlla llonto., IIIlo 
tlllt lila to, la lalneao to all ,.._.,, n.,UirM to llllla­
tola fer..,.,.._, • Ulllt .,..lllM ta \M roplaU••· 

1 111 .. ..., •• to 'M e'lole to cl,. 7ft a •n 
ll'"aoa'lolo ftf1r '""' I 111 111ft 71• wtU _..rotiU .... 
~ra...,•, JllllU•• ta ..,. 111Uer, 

lllllftlr ,...., 

rc,, Daalol I, 'hUa, ........... 
latoraaUIIIal lnUion.ot ot '-'""• 
lut ... ,.u •• IMlaaa. 
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THE WH!n: HOOSE 
WA8H lftfGTOH 

September 19 , 1941 

: !: OJ, J.CUl' FOR 'rHE 

~FCR~r!'J,RY OF THE TREASURY: 

!or preparation of reply . 

F . D. R. 
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Wr. D&Ye B. Korrla, Jr., 

Wu hlllgtoa, D. c. 

Sept.-her 22, 1941 

You are hereb7 appoi.Dtea u J.uhtut to the 

Secretar7 of the TNU'IU"J, with OCIIIPfUatloa at the 

rat e of niat thouaaDA 4ollara per annua, P'78ble 

from t he appropriation 'Salatlea, ottloe ot the 

Seoret.,,• the appolat.ant to be etteotiYe OD 

Sept•btr 22, l9U. 

Ve'l'J trul7 JOVI, 

(SI~e4) B. l or(onthau, lt. 

125 

Seoret"l'J of tht Trea•ll'l'J• 

s~ ~ )!,. r?-~~~--

ea L ~ to lir. Tbon.J.'ot 
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September 22 , 1941. 

TO : Secre t ary V.or genthau 

FROI! : l!r. Sullivan 

'I'his noon tiJoe I called on &dame! F. Toland, E:aquire, 
Counsel for the Vinson Investigating Coamd.ttee, which i.o exarlnlng 
the recorda or Na~ contractors to dote~ whether ar not their 
profit& on recent contract& are reaeonablt or exorbitant. r ad­
vhed llr. Toland that on August 5th Congres11:1an Vinson had aoked 
M to draft a new profit lla1~ bill end that I assured t he 
Con&ressoan that I would talk with hi• aa eoon aa the pending tax 
bill was signed. I explained that I bad tried to get llr . Vinson 
en the phone this aorning and leemed be n o in Georgia . 11r. Toland 
explained that Congressman Vinson bad been in Georgia since Auguat, 
that he would certainly not be back this weak, end probably not ttJr 
two or three weeks or perhape a month . 

I then referred to the story in the J!.erey-Oo-Round, which 
reported that last week the President had &iven l!r. Vinson the green 
l!sht M t his legis lation. llr . Tol and said there was nothing t o this 
and not a shred of truth in that s tory, that !'r. Vinson bad not seen 
the Fresi dent oinco last April. He said, however, that t he CMgress­
.~, had asked him t o draft ouch a bill, but that he did not. intend to 
do 11\Ythine about it until be talked it onr with the Treasury. 

lie then referred to another .,..nclment to t he Internal 
~ue Code, which he had drafted at t he ~st of the Chairsan, 
" hich would make l abor W>i ono taxable rather than eullj)t, as they 
now are. 

I gave no indication ot our a t t itude M a rertval of the 
profit ll.lo1t1ng principle and left with hie assurance t hat nothing 
would be done until he talked with c:.e. 

• 
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Sept.aber 22, 1941, 

TOt Secret&%7 llorpntb&u 

FROih llr. &llli Tan 

Tbe st&te.nt ude br Cbal.,_, Oecrge of the 
Senat. 1"1nance ec-ittee &PJ>earinc in toc~A~.Y's ticker 
118re}T announces actioo wbicb ba <lirecte<i tile Tre&81U7' 
to taJ<. at the tiiM be agreed not tc Jl"SS tile c~v 
property &118Dclalnt in tile ,...,..t tax bill. It 1.1 111r 
reoolleotiCI'I that be ll&cle a st&t..ent tc tbi.l ettttot 
on the Floor ot the Senat., 

Dlring t he conterenoe Cl'l tba tax bill the joint 
contvees instructed us to tn~bolit proposal• tor both 
IIWiclatcry joint retunut e~cl the eliainatJ.on of OOIIIIWlitT 
property Jl"l&Mnce as parts ot the administratin ..acl-
-.t bill. '=rLS 

( 

12? 

• 

' 
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UCIIIT C: ... IIDATI!! tr ftl IJ,,I,tOO,OOt T&l IlLLo 

C:IAIIIAJI 1 .... 1 tr ftl IIMTI riiiAIICI ,_ITTII hll ftl 'IIIAniY 

vtvl.l IIGial MIIMI!! tr Dl Plnlfl!! .. 1 .. IIICIIII• tr All 

olJIIJIJITUTifl TU IILL• DPICTD Tt lPPIAI LATI II 

tcftJII• 
Till ,.INIAL lttfU r•111 I•IWIIIAU II TU 11m C-ITY patnaTY 

STATII Tt II'Llf ftlll PH•an .IIALLY fJTI TIIJI fJYII Tt A"JI 

pm• lntAIP !! TU IIIID 1- IIACUTI. If fAI IIIIITII If 

tu IIIIATtll n!! Dtll ITATII All ILIIIIATII n!! Til UWSIII IlLLo • 
• 

1 11111 .. Til UW& IIW .. IA1'1UAT If ftl PlllliiiiT, 1 .... 1 IAII, 

CLCAIII til fAT r• CltlllliiUTI!! tr Til •AitlliiiTIATlfl TAl IU.L. • 

If Jl IUJCID Tt CUAa IP TIICIIICAI. Nlm II ftl IULID IIIAifii­

UtMT An&CTI• ftl UTI IIIIICI ... 
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MEMORANDUM t 3G 

fROM Brithh Sunr.b Cow>sH In North A~•rica • 
TO llrs . H~nri•tm lllgtz 

Compliments or E . II . G roy 
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S'l'ATOOffl HO· 33 

•IRC!Wl SH!PPED ro u. ~. A!iD OYll!Sw cowwms 

ASSE!I.BLI 

Ail'tlCObr& u. x. u. 1(, 

BoJt.oD 01 u. 1(, u. 1(, 

-··- Jl, t:. Port SUd&D 

Hudson III New Zealand New Zealand 

Hudson Ill u. K. 0 . IC. 
(via Gander) 

IOTA LS 

"'ue airer&tt reported overdue et dest1nat1on. 

S!-!tlsh Air c ... 1as1on 
~e,to~r 22 , 1941 

By sea 
week ended 
Aut1U8t. ) Q, 

7 

9 

10 

12 

.38 

131 

By Air 
week ended 
September 21, 

*14 

14 

Regraded Unclassified



( 

ro: l.'lsa C~aunooy 

..,, ..... II, 1,-1. 

liMP • . IMIDtr 

I .._. pl- la --letr .. \M ,.....,. • 

•• MM1t r!l IMnterF ........... et ,_ let .... et 

._,,,.,., 11, 1,-1, neloolal 70V ...,ueU• for tile 

""...,.. ..,......,. 10, 1,-1, 111rew1at teller thwee­

-•• .. , r1 ,.,. •us• ... ire - rr ... -•• •• 
tile r.t.re1 •- leU et ._ Tert, •• tile -• "' 

., ....... ....-u•-· - ''-'· 
hl talt'ell.F ,....., 

(S i g~r P Z. ¥t··l .. :to. l:t"~.:\ 

I . .... le O..na, 
r...t.t uelnaet •• tile '""'-7· 

L. W. IMire, 1..-ln, 
Yleo Pnolteat, 
htel'el leeone ._t et ._ Tort, 
low Tort, ._ Tort. 

132 
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COli PI Dt:N'l' I AL 

ftD!lW. usun IWIX 
of low torlt 

Soptoabor 18, 1941. 

Dtar Mr. Secret&rJc At tention; Mr. R. Merle Cochran 

I aa one1oolng our eowo11atlon for tho week 

ondod Sopte•bor 10, 1941, ohowl ng 4o1l8r dioburaoeento 

out of tho Britloh Empire and ~oneh oceounto ot thlo 

bonk and the ~••no by which tbooo expon~lturoo were 

t\noneod. 

F•lthruttr your•, 

/a/ L. II. r.noko 

L. v. Knoke, 
1'1eo Prooldont. 

Honorable Henry Mortenth8u. Jr. , 
Storet"ry of the Tre~sur,r, 
Wooh\ngton, D. C. 

Encloaure 

Cop1:aow 9/20/bl 
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TREASURY DEPARTMENT 137 
INTt:R-oF'I"'CIE COMMUNICATION 

DATa September 22, 1941 

ro Secretory Korgenthau 

Kr. Cochran STRIC TLY CONF IDENTI AL 
Offie ld ooleo of Br 1t1ah-ovned dollar oecur111eo under the veot1nc order 

•fftct he 7ebrWiry 19 . l•llo: 

St.,t.. 15 
16 
11 
B 
10 
20 

S~t" 1'rom 
Ftb .22 ,)04C\ to 

No. o! Sharee 
Sold 

133 
270 

1 ,8]4 
1 ,<;00 

c;oo 
:220 

5 . 197 

Stol.1},1Q41 9 1 603 , 956- 1/2 

~obl 
l'eb. 22 , JOL(\ to 
Sent. 20 ,194l 9 . 609, 153=1/2 

$ l'roceedo ot llom1nal Val ue $ P'roceeds ot 
Sbareo Sold ot Iondo Sold Iondo Sold 

5,41S 10,000 10,3()6 
14,611 !ill !111 
78,624 11,000 6, 277 
29.04o 1111 NU 
15, 559 5,000 3,092 
6,1~1 1111 1111 

149,llo3 26,000 19 , 675 

260 , 238 , 446 45 , 067,716 37.038 ,106 

280 ,387,849 37 ,057 , 781 
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TREASURY DEPARTMENT 138 

DAn Septoa'ber 22, 1941 

TO Secrot&rT Korconthau 

Mr. Cochrall STRI CTLY CONFI DENTIA L 
Of!1c1ol o~leo of !r1t1oh-owno4 4ol lar oocur1t1oo under the Teot1ng order 

errecu .. Jo'o~7 19 . 191K>t 

$ Procoe4o ot $ Proceedo of 
Sharoo Sold !on4o Sold 

Sept. 1~ 5, 4111 10,3()6 
16 14, 6U Ill 

17 711,624 6,277 
18 29,oiK> Ill 

19 15,559 } ,092 
20 6,l!jl Ill 

lltg,4o} 19 ,675 

Saloo !roe 
Job. 22,1qllo to 
Sopt.l},l94l 280 , 238,446 37.0}8,106 

Total 
Job. 22,19llo to 
Sopt. 20 ,1941 280 I }87 , 849 JI.057,781 

$ 'D1'ocee4.t ot non-Yeate4 eecUl"1 t1ea tol4 
Sept,S,l941 to Sept . l},l941 

$ p!'oceello of DOn-noted oecur1 U e o ool4 
Sopt.l,l9J9 to Sept.6,1941 

$ procee4o of DOD-noted oocur1 U oo oold 
Sept.l,l939 to Sept.l},lgltl 

'total 

15.724 
14,611 
84,901 
29,oiK> 
18,6')1 

6,151 

317,276.552 

317. 1145.630 

}00,000 

2J2.90Q.OOO 

2}3,200 , 000 2}}.200 .000 

Q!Wil) 'lO'W. 5~. 645 , 6 J0 

9 Onito aol4 !rom Au,c. l8,1941 to Sept .20,1941 tor $42 

11 Sbareo Stock D1T14on4 oold f rom Au,c,l8,1941 to Sopt. 20,1941 tor $12} 

55.537 Ricbto oold tro11 July 24,1941 to Sopt.20,1941 tor $102,543 

• 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION CONFIDENTIAL 

DATC September 22, 191j.l 

TO nth au 

SubJect: 

SUIDll!lJ'l 

(1) Bueineea actiYity baa leYelled ott, after allowance 
tor aeaaonal factors . Despit e gains in the aecond week in Sep­
te~ber, both the Hew York Times and Barron's weekly indexee of 
bualneae activity in the first belt or the month dipped slightly 
below August levels. 

(2) General commodity pricee ha•e continued to rise at an 
unalackened pace, but prices or baeio commodities during the 
past week have turned downward. The BLS all-commodity index 
1n the week ended September 13 rose 0. 7 percent to 91.6, and 1e 
now 17. 6 percent higher than a year ago. Prices or farm pro­
ducts included in this index are 37.1 percent higher than last 
year. 

(3) Cotton prices ahow eigne or weakening , and may decline 
during September and October under preeaure from the marketing 
ot the new crop and speculative liquidation. The cotton export 
eubaidy on Government-owned cotton, announced last weak, aeeme 
little more than a gesture, sinoe Canadian cotton consumption 
amounts to leaa than lj.OQ,OOO bales a year, and Canada baa re­
portedly contracted tor 300, 000 balee or cotton in Brazil. 

(lj.) Railroad freight trattio baa reached a new high tor 
the year but it now appears that t he October peak in oarloadinga 
mar tall slightly below earlier estimates. The producti on or 
new freight oar a lagged badly in August, but t here have been 
some eigne ot improvement during the current month. 

(5) Total construction contract awards in August as 
reported by the F. w. Dodge Corporation rose sharply to the 
highest monthly figure on record. The total or *760,000, 000 
was 14 percent above the previous record high reached in ~ay 
1928. Non-defense residential construction, however, hae shown 
eigne or declining as a result of material ahortagee and ris­
ing cos ta . 

-~--· ~ ~ ----
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140 
Buainees aotivitr leveling ott 

TheJreliain&%'7 eet111ate or the J'RB adJusted index or 
1nduetri produotion tor August has been oontlrMd at 11>1 
but the Jul:Y figure has been revieed downward 1 point to 1Go 
'!'hue the index in Auguet reaohed a new peak by a alight 1118rgin, 
A year earlier the index stood at 12~, while in Auguet 1939 
Just betore the outbreak or the war, the tigure was only loS. 

After allowanoe tor seasonal factors, business aotivity 
in the tiret halt ot September appears to have levelled ott. 
As a matter or taot, the New York Times weekly index of busineae 
activity has dipped slightly below last .anth' s levels despite 
a rise of 0. 9 point in the week ended September 13, whloh 
carried the index up to 130.2. (See Chart 1 , top aeotion. ) 
~ring the saae week, Barron' s index or blieineea activity rose 
o.~ point to 137.7. However, this figure was still traction­
ally under last month's average. 

An i mportant taotor in the riae ot the New York Tilles 
index in the eeoond week in September was an increase in 
electric power production to a new record high, (Rater to 
Chart 1, middle section•) Another stimulating taotor wae a 
greate r than seasonal increase in automobile production. Never­
theless, reference to Chart 1 will disclose that output was 
still 10,000 uni te under the corresponding week in 1~. Kore­
over, despite a further rise in output last week, production 
was still 181000 under year-earlier lavale. Later months 
should show muoh sharper declines from year-earlier levels as 
production curtailment beoomes more evident. During the past 
week the OPU announced that December passenger oar output 
would be out ~8.4 percent under the eame month last year. 
'l'hl.a comparee with a out of 2&. 5 percent tor the tour-month 
period ending !lovember 30. 

Railroad trei$ht trattio riee lees than seasonal 

Although treigbt oarloadinge i n the week ended September 13 
roae to a new high tor the year at 91~,000 oars, the gain was 
lese than seasonal. (Refer to Chart 1, lower section. ) Nor­
mally a further rise in tra!tio or about 3.5 percent should 
coeur betore the tall peak is reached in the tirst half or 
October, On this basis the peak would be around 946,000 oars, 
which compares with earlier estimatee of ae higb as l,Ooo,ooo 
oars made by competent sources. 

Despite the priority rating given to freight oar builders 
some time ago production continues to lag badly. This has 
been due prin~ipally to lack of steel plates and shapes, al­
though labor troubles also have been a contribut ing taot or. Tbue 
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Iron Age reports that Auguet production ot domeatio trdght 
Gal'S (excluding prochlotion in railroad ahopa) wu only 28 per­
cent ct rated capacity, or 38 peroent ot practical capacity. 
However, the same source indicates that detini te dgna have 
appeared ot a probable production increase in September as a 
reaul t ot ettorts being made by OPII and the steel oompan1ea to 
allocate more supplies to oar builders. 

General commodit y prioee continue to rise 

General commodity pricee continue to riee at an unalackened 
paee. The BLB all-commodit;r index rose 0. 7 percent to 91. 6 in 
the week ended September 13, whioh comparee with a gain ot 
o.4 percent in the previous week. '1'he all-oo111110di ty index ie 
17.6 perClen t higher than a :rear ago. Wholeeale priClee ot tarm 
p~cta rose 2.8 peroent in the week, and are 37.1 percent 
higll&r than a :year ago. 

The principal advances in wholesale price ~oape during 
the week ended September 13 were in cattle teed (7.9 percent), 
grains (6.8), drugs (5.0), one and t ate (3.6). Among the teed 
gra1ne, barley rose 1~ percent and oats 13 percent. Marked ad­
vances in prices ot various industrial ohem1oala ware featured 
by a rise ot 39 percent tor glycerine and 14 percent tor chlorine. 

Some evidence ot hesi tation, however, has appeared in 
prices ot basic commodities. The BLB indexes ot basic commodity 
pr1oee, both import and domestic , showed a declining trend last 
week, t oll owing the rapid advances in many ot these oommodi tie a 
1n previous weeks. (See Chart 2.) Ot the 11 import commodi­
t i es ln the BLB index (lower section ot chart ) onl:r one (hides) 
advanCled, while cocoa, cottee, tlaxaeed and wool declined. Ot 
the 17 domestic commodities, only 3 were higher tor the week 
(rosin, eteera and tallow) , wh1le 8 declined. Largeet percent­
age deounea were i n cottonseed oil and cotton. 

Cotton pricee show weakening tendency 

Cotton prioea have shown a declining tendeno:r during the 
past two weeke, atter a previous sharp advance which had car­
ried the 10-mar ke t average nearl:r to lS oenta. The decline waa 
initiated by a eha.rp drop on September 10, the 4a1 attar the 
~cretary ot the Treasury's Boston speech. In Chart 3 we show 
the 10-market average spot price ot 15/16-inoh iiii!diing cotton 
weekly and daily, and an estimated trend ot t erm prices based 
on the recent relationship between tarm prices and market 
pr1Clea. Pari t:y prices by months are shown through August. The 
~ptember parity price , which will be available near the end 
ot the month, will doubtless show a turtber advance. 
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In the recent downturn in cotton prices, which will be 
noted on the chart, an inoreaB1ng uount ot pressure trom 
the marketing ot the new crop baa been an important taotor. 
Follo>t1ng the speculative rise that baa been in progress tor 
several months , during a period when marketings were season­
ally light, prices have undoubtedly become vulnerable to the 
increase in sales wh1oh may be expected as the crop movement 
r,ets under way. It would, therefore, not be eurprieing if 
cotton prices declined rather substantially during September 
end October, under the combined influences ot the crop move­
~ent and speoulative liquidation. The Government loan level 
at slightly under 1~.50 cents ( 10-market average) will be a ' 
strong supporting factor on any decline. Growers may be ex­
pected to use the loan taoilitiee more freely this season in 
v1ev or their favorable price experience on last year's loan 
cotton. 

Flexible ceil i ng prices on cotton textiles and yarns have 
been announced by OPA aa a means ot relieving the pressure 
on manufacturers ' profits caused by the recent advance in raw 
cotton prices. The new plan provides tor an increase ot 
t cent 1n the ceiling tor standard print cloth With every ad­
vanes ot 0.~3 cant in the 10-market price ot spot cotton. 
This can have no more than limited etteotiveneaa ae an intla­
t1cn control. 

Cotton export subsidy 

The Department ot Agricul ture announced last week an 
export subsidy on Government-owned cotton, which allows export­
era to buy cotton from the Commodity Crsdi t Corporation tor 
export at 13-1/4 cents a pound (15/16-inch middling) in ware­
houseo in the Carolina mill area. In compliance with existing 
l aw, "sales must not exceed JOO,OOO bales in any month or 
1,500,000 bales per year.• 

Analysis ot the plan shows it to be not muoh more than a 
ge&tW'e, Canada is virtually the only country in which export 
sales could be expanded under this plan, in view ot the var 
and ahipoin« situations . But the total consumption ot cotton 
1n Canada nmounted to only 391,000 bales in the 12-month period 
ended lest June, With mille apparently operating close to 
onpao1ty. Furthermore, Canada is reported in the press to 
have already oontraoted in Brazil tor about 300,000 bales. 
It is probable that even at the subsidy price ot 13-1/~ oents 
a PQund f.o.b, Carolina mill areas, Onnada might get cotton 
or similar quality cheaper in Brazil. Compilations ot the 
llsli York Cotton Exobange show that Brazilian ootton at Sao 
Paulo ia aell1ng ourrently at only ~9.6 peroent ot the price 
ot American cotton ot normally similar value at Gult porta. 
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fteel inchlatrt troubled 'bz stru: .. 

steel production last weak waa initially aobechlled at 
96,1 peroent of oapaoity - a decline ofO.S poi nt troa the 
previous week. Actual production, however, ...,. have ebown 
s somewhat greater decl ine as a reBUlt of labor troubles 
~h1oh developed during the week. On tuesday the Carneg1e­
Illinoie Steel Corporation had to abut down 44 epen hearth 
rurnaces t emporarily because of a sit- down strike at the 
Clairton Ooke Works. On the same day eperatione at the 
Watervliet, New York, plant of the Allegheny Ludlum Steel 
corporation were out 50 percent by a strike, While both 
ot tbeee work stoppages were settled after a abort delay 
a.notber etrike at the KcDonald, Ohio plant of the Carnegie­
Illinois Steel Corporation was still in progrsse near t he 
and or tbe week. 

Of 11111cb greater i .mportance to the ateel inchlstry, bow­
ever, was the strike in captive coal. mines Which was called 
at the beginning of the week. Wbi.le the str1lte wae not :!'1nally 
settled, near the end of the week it was announced that miners 
would r eturn to work today pending definite se t t lement of the 
dispute. S1noe most steel companies are r eported to have 
bad a fairly ample supply of ooal above ground at the time 
the strike wae called, steel operations do not appear to have 
been d11'8 otly affected by the strike. Steel operations dul'­
ing the current week are scheduled a t 96.8 percent of oapaoity, 
as compared with 9b. l percent laet week. 

Department store sales slackening 

After the sharp epurt in consumer buyi ng which carried 
department a tore sales 1n August 32 percent above year-earl ier 
levels, sales gains have narrowed considerably thus far 1n 
Septeaber , (See Chart If., ) By the week ended Septeaber 13 
the sales gain over the corresponding week in 19'10 had been 
cut t o S percent which contrasts eharply with the recent 
extreme gain of 46 percent reported for the first week i n 
August, 

Sales in the Philadelphia d1striot actually fell some­
what below the corresponding period of last year and in the 
New York area earlier wide sales gaine in home furnishings 
and appliances are reported t o have been cut to moderate 
proportions , In view ot the tact that retail prioes a t de­
partment stores are higher than last year (August figures ebow 
a r i se of 10 per oent) the actual quantity of goods sold dul'­
ing the second week of September probably ran slightly below 
that or the eame week laot year. 
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New orders higt!er 

After declini ng sharply in the first week in Seotember 
~ue in part at l east to t he Labor Day holiday, our new orde~s 
index rose 10 percent in the succeeding week. Reference t o 
Chart 5, however, will reveal that t he index recovered only 
about one-half of t he gr ound lost in the holi daY week deso1te 
Bains shown by all component s . After f alling a tri fl e beiow 
c~oacity in the Labor Day week for the fir st time thi s year, 
nel'l steel orders rose 6 percent to 105 percent or cepaci ty. 

Construction awards at record high 

Swelled by a heavy volume of defense work, total construc­
tion contract awards as 1·eport ed by the F. 'II , Dodge Corporati on 
soared to a new record high in August. The total for the month, 
amount i ng to $7bo,ooo,ooo, was 32 per cent above the July total, 
and 1~ percent above the previous record high reached in ~ 
1925. The sharp r i ce in total awar<ts reflected a further in­
crease in the letting of contracts for defense constructi on, 
which rose t o $~0,000,000 from $2~1 ,000 , 000 in July. 

Priva te home buildinG declines 

Althougb tot al resi dential construction awards rose in 
August as a result of defense housing activity, definite 
eviuence of a decline in private home building has appe~red. 
Thus new homes to be built under FHA provisions, exclusive of 
defense construction under Title VI, has declined substantiallY 
!rom t he spr ing peak. This showing contrasts with the rela­
t ively well sust ai ned level which wao maintai ned throughout the 
aumer of l a st year. (See Chart 6. ) As a matter of f act , si noe 
uld-Augus t the number o! new homes to be buil t bas f allen below 
year-ear lier levels. 

Rising costs and material shortages have been outstanding 
!actor s in the recent declining tendency in privat e home build­
ing activity. As a result of the dif ficulties which have de­
velo'Oed in the supoly of build.1ng materials, the OPt: last week 
announced a plan for extending pr.1oritiss to defense housing 
nt~Jecte , l i miting t he oreferent.1al ratings to defense housing 
of a val ue not over $6,000 per familY unit. Thi s step i s ex­
pected to have the effect of further curt ailing non- defense 
residential construction. 
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I Soptu'ber 22, 1941. 

For Secretary of the Treaour)'l 

Commencing October !1rot tho new rate to 'be uaod 

for oe ttlement of &11 tranoncUono 111 paper cold 'bar 

=arkat will be baaed 111 futuro 011 the Hono Xo-S!ylngha1 

e:a:bange rates. 'me fol'llllla of e&lculationo 1a ao 

followe: 

X equ&lo lO ounce h"Cba1 gold bar, 

10 ounce Shanghai &Old 'bar oqualo 9. 92 
Shnnt!hai pure gold, 

9. 953 ouncee Hor~& ICong pure ~;old equalo 
l , 4oo Hong lCOill! dollare, 

1, 7}0 Hong Kong dolloro (preouco tbh 1a 
tho exchlul<:o rate of de)' of o6ttle:oent) 
equ&lo 10,000 SbA"Cba1 fl\pi . 

Tb>.lo X equala 10 tiMo 9.92 ti=oo 11100 onr lO tiaeo 

?. 95} equ&lo 1J)5. 4o. !hua X oqualo 10 ti=eo 9.92 tiaoo 

14oo tiaea 10,000 over 10 ticoo 9.953 ticoo 17}0 equalo 

go()6 ShaAgllai fapi. 

llicholoon 
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Secretary ot State, 

Vaehinctcn. 

379, Sorpt nber 22 

11:1 317, ~t 21, 1941 

PlJ.II 

Bone lf<>nc .. lt. 11. R. 

Dato4 Sept. 22, 1941 

Rtc'4 l3l}S p.m.; 2}r4 

Bone lo~~& Gonrllllltllt o. .. tto ot Stpt .. btr 19 

1144t China to litt ot eo'll.lltritt tor which export 

or reexport licenooa tor all soo4t from Boll& long 

are requirt4. 
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GRAY 

HOllG KOIIG VIA N . R . 

Dated Stpternbtr 22, 1941 
0 0 0 

Rtc 1d 3 :15p.m., 23d. 

Storctory or St~tt , 

rtashington. 

378, SEpttmbEr 22, 3 p.~. 

COilF'lUIITIAL FROU FOX FOR Til£ S£CR£TJIRY OP Til£ 

TREASURY. 

"AftEr dElibErations with Southard end Aikin nm 

firmly co~vinced of inadvisability of rEplacing Aarons 

nnd Aikin. Ass istancE on frEEzing was badly neEdEd in 

August 'but sitUD.t i on now largEly straiGhtEnEd out. ~lorE ­

ovEr to rEplacE Aikin and Aarons with new and compara­

tivEly inEXpErienced mEn now mErely ttnds to kEEp two 

stp~atc . speculative =rktts such as Shangl'la~ :md Hong 
• Kor.c st1~d up. Tlu:rcforE stroll{lly rEcoc:mmd ru:ither 

Saxon nor AndErson be sent here but havE no objection to 

tither 'or both m£11 assignEd to assist Lockhart if Lockhart 

so dEsirts nnd assumes full responsibility for thEm nnd 

1f their work is limited to frcczinc" • 

S0\1l'l!ARD 

CSB 
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'IASIUNG'l'OII 

ln rop~ refor to 
:U 840.51 l'roson 
Croditt/3562 

September 22, 1941. 

!he Secretary of State preaonto hit c .. p1t.ento t o 

tho Honorable tho Secratar,r of tho !roaoury and onclooeo 

a cow or tolograa No. :!85, <lated Soptuber 18, 1941, 

U •·•·, from t he At>ericiUl Legation, Sofia, Jlu.4aria, 1n 

rocard to "" order which hu been houed by tho Council 

of Uiniot oro that b1ocko , oo from September 1, 1941, the 

~dt of American not1onalo i n :Bulgari a and tho occupied 

territorioo of Gr eece and llacodonia. 

t ncloaure: 

From Legation, Sofio., 
llo . ~85, September 18, 
1911. 
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Secret~ ot lt&tt, 

l .. biacto11. 

38S, 8tptta'ber 18, 11 a. a. 

Ollr 

Iotta 

Date4 .. pt .. 'ber U , lMl 

leo 14 111511 ... .. aD til 

!l'bt Secret~ Otural of tbt llillhtzy of forticll J.tfairt 

baa Jut 1atorao4 tilt LtpUo11 tllat u a ro ... u ot tilt faUuro 

:155 

of DtcoUaUoat it bu bttJI coa.dnotiq t.llrweb 1h LepUon ill 

laabiactoD to o'btaill tile witll"'-1 of tilt llucutift Or4tr of 

llarcb 4, 1941 'block1nc tile tun4e ot ~ian D&tioD&lt ill tbt 

UD1te4 Statoe, tilt Council of 111D1etero bu 1eeu.4 an or4er 

blooldnc u troa 8eptea'btr 1, 1941 tbe 1\ul4e ot J.Mrican D&tioD&lt 

111 lN.lprla &D4 tbt occup1t4 territoriet ot Greece &D4 llace4oD1a. 

The Secret~ Otlltral etaho that tbe lNlcari&D 41c1doD 1o 

etricU;r reciprocal tapbaabiq that it contailll a c:t.ae to 

the effect that it will roaa1D ill force olll;r eo lone ae tbt 

blrican or41r co11ti.om11 ill otfoct. It otatot that tbt llnl«&ri&D 

O ...... rllatDt 1e ottlclall;r illtoraiq till Dlpart•nt of till dolcioiOD. 

tbr<N&b ih Ltptioo. at laab.illc\oo.. 

!111 Secret~ Oto.tral 414 DOt ban & CO:W Of bie 0 ...... rnatDt1 1 

dtoltion, 'but I will traneait itt text at 10011 .. o'btaillt'ble. 

m 
Oow:'bJ:9-2:l-41 
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Yoelt oDdH llep\ .. 'ber 20, 19)11 

PROIIOOT8 

,..1 an4 O.t on ( 1nc1ud1~~& 
Dlonl Oil) 

Cra4t -

alt..a4 or C.l1to1'111a 
l!lcl> Oct&Do Cnoio' 

m OtMr CMl4e 

Quolbo-

Gt.aollM • •• 
Gotollu B• 
.Ul Other O.oolino 

A•lallon L\lllr1caUnc 0111 " 
J.ll Olhtr LubrlcaUnc 011 

'8ooshrs1 , auch a.a Iao-
Oeta.ce, Iao-Hexue, or 
tao...Pt n\.au 

!Tea•Ul'7• 

lltl81U SP.t.II 

15,500 B'blo, 

9. 585 l'blo. 
62, 700 J'blo. 

l , 550 ll'blo. 

Offlco ot Morclw>l Ship Control, TruoV)' lloparlaont. 

CIIIU! Illllf.&.II 

725. 950 B'blo. 

631 ,000 l'blo. 
919,000 B'blt. 

82.392 ll'blo. 

9,392 Tono 

Sop\oabor 22, 1941. 

' 4QJ otltrltl troa vblch b7 co-orc1al cUoUllation \htre can bo ooparatocl 
aore than 3 perctllt ot aY1atioD ao\or t..otl, b7clrocarbon or b74rocarbon 
aUturo- Pru14on\'o ropl&Uont ot Jul7 26, 19110 • 
.!.•IatSon O.oolino .Ia • 

4aflno4 In tbo Proo14on\ •o roplatioDO ot Jul7 26, 19110. 
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Bopotorocl eterllac \reaaooUone of t» roporUac bealte wro ee tollowa 

loU to oaw·roi&l cnoeru ()6.000 
hNIIaeM troa -rolel •-rae ao,ooo 

!1ae hcltrel .. .....,. 111M et ·- T&ft M14 G.O,OOO la roclehret ehrtlac to 
u. •~'~- Jzproee 0 1 e I• 

0,.. ..,., ner1lac _....,\M u ~OJ-1/t. !be •eli reponet •-u• 
•-lotecl et U,OOO ~ tr.. e -rolel --

!llo UOOOD\ oe the O=eeUa• cle1ler wtc1.-cl to ~1{111f> - \be oleee teclei, 
u ~ wUb 1~ • 1Mv4.11t', 

!Ill auu peee, wllln o1eeoc1 •• a ell-•• ot 9/1fll. oe let'lll'clei, t.,...ret to 
1/lGf. '""'· 

Ia low Tori<, oloelac (110\eUoae for \be forelp OOlJ'1'uolee Ue\et bolow wre 
u toUona 

4r&QUM peN (t'ne) , tJ6J 
Jrulllu llllrela ( frM) ,05(15 
Oo1_.1u peN .5100 
llul- ,... ,2070 
T-laa lloll...r ·2155 v......,... ,. .. (trM) ,lllloO 

It ool4 $20,000,000 la &014 to tM hleo J&Uoul :Jult, wlllell - 1144e4 to 

llo tanulatt -·· 
' Yo l~U'elluet tl,1J5,000 la &014 troa t» ~ ...,_, of tM lluk et llelli•• 

Jo .. ,.a ,..,..._,, wr• reponet. 

Ia LoD4oa, opot 11114 torwrf. ellnr .. ro .,.la flDl et t}-1/24 IIIlA fJ-7/164 
Nl)ooUnq, !be V,l, •tuftlme .. r• llt,6J111114 llt.!!!!f• 

!be 'rot.RrJ'e ]IIUOIIue prtoo tor forolco eu.-or wu uobe•p4 e\ J!!f, ....., 
""' ..._,, eeUl-a\ prloo tor torolp ellnr - oleo WDOh"p4 at 3'14-3/'+l• 

fo 1P4o 100 pvoboeee et ellnr -...,, 

. . 
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COJ7I!lDTW. 

lliLITARY DI'!'XLLIOEliCE DIVISIOli 
11.1Jl DEPART MD'!' 

11aohington, September 22, 1941 

T!ll'l.U'IV! L!SSOliS BULLr>"l'Ili 
llo, 161 

0-2/2657-235 

Tho inf ormation contained in t hil oeriea of bulletin• 
will be r eotrietod to items from offici al oourcoo which are 
reaeonably confirmed. The leaaona neeeetArllT are tentative 
and ln no eeneo Qture studiea. 

Thio doc=ent is bei~~~: given an e,pprond diotribution, 
and r.o additional copie• are available in the Kilitary Intel ­
Ugonce D1v111on, l'or prorloiono governing ito reproduction, 
oeo Lottor !AG, 350,05 (9-19-40) ~B-K. 

OPElWriOIIS IN OPllECE 
AfRIL 11. 19)1 - 4PRIL <Q . 1941 

Thla bul l etin, ~hich is the accond o! a eerl e8 of three on theee 
operat~ono , lo baaed upon a r eport aubmitted on ~~rll 21, 1941, by an 
!oerlcan ottlclal observer in Atheno . 

CO!I'l!i!l'1'5 

1, FORCJ!S 

2. PLANS 

3, OPb!W'IONS 

4 . LOSSES 

( CO!TFI!JEHTIAL 
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1.~ 

a. Strgngth 

(1) Quals. 

Ol'6U1'IOIIS Ill Oj!iE9Z• 
APRIL ll. 1941 - AJ'RIL fP. 1941 

159 

Tho Greek torceo in Albania and northern Greece on April 11 
oro believed to have DU!I1bor od about 300,000 . Aa tho bulk of thia 
force '"'' atill engaged againat tho Italiano in Albania, only an o:r:q 
e<>rpo of two or tbreo d1 vioiona waa &Yailablo to confront tho Oer:>an 
tbrult from Yugoalavia. Tbeoe troopa were equipped aa l>Ountain divi­
tlont and vere greatly lacld.ng in arCAJHnt, aech&D.lcal trus~rt , and 
:.adorn equip::>Ont . They bad voey f ew antiaircraft and ant1t8Dlc guns, 
co Arcor•d vehlclea, and veT7 little cotor tran~rtatlon and codern 
aicnal oqui:-nt . Their artilloey vaa 11101t l)' of tho U£bt """"tain 
type , and tbq bad pr~tcticall,y no l00b1lo f:lll'l ot 01ed1WD or heavy 
callber. The u-v corpa mentioned above Wft.l concentrated general}J' in 
the vicini t y of Florina end Kastoria. Ao tar aa can be ascertained, 
tho Greek Air Foree had become 11 negligible factor b)' t~i• time . 
\lhether their planoa hl\d been destroyed on tho ground or in the o1 r is 
not knoYU . 

(2) l!r i tiah 

Tho !ritiah forces eonaiated principal~v of on Austr alian divi­
lion, A Hew Zealand division, and e. .arttitb arnoro.d brigade, with 
llritilb auxiliaey engineer, &i!'Jlal, nodieal, and ootor trcnoport det aeb­
:>Onto, and additional !ritiah field artilleey and antillireratt artillery 
un1 to. Tho llri tiah e>:pecU tionaey force vaa provil\ed lavi•b!J with 
~tor trana~rtatlon, enabling the ,eraonnel and cateriel to be coved 
to the anticipated theate.r or operation• eaat, northeast, and north of 
Kou.r::i , and alao penalttlng t'he aoveaent of mott ot the neeesrar;{ 
I'J"Wliea b)' aotor tro"' the t"" ;>rineipal porto ot Piraeus Md Volo , 
tllua &voidio.s oYerbu.rdening t he one railway line runni"6 to the north, 
':he Brlthh units , bovever , did not Sl':!)<l&r to be ootorized ao fully, 
eo~letely , nnd independent~v ao Oeraan ar~red and ootori•ed diviaiono, 
~'' Britiab Air 7oree in Greece at t hit time eonoiotod ot t l igbtly leoa 
thao lOO oorvieeable ~laneo, baeed principally in t he 71einity of Athena 
and Lariesa, with am&ll advance baaea 1\t Y~~nina and Paroeytboa, 

' Attached to tbio bullotin ia a ,...p vblch ahowa tho l ocation of all 
Plo.COI .,..ntioned in thia seriea ot r oporu on tbe Oreok e&JJ!)aign. 

CON7l m:N'!UL 
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(3) o.,... 
Jttimatet at to the oioe and co.pooiti on ot the Otraan torceo 

utlli .. d in thil pluuo ot operation• in Oroeco Y&ey between fin 8Dd 
ten d1Yit1ono. ~ere io reaton to belieYo, howe..er, that thoae torceo 
conoiotod ot three armored diYioiont , oeveral motori1od divioiono and 
at loaat one mountain diYioion. lllven thoucll part ot tho Jmce concentr ... 
Uon ot German &Yiation wao etill blin& tJII!)loyed in Y\J&OilaYia at tbio 
tl~o, tho numerical German ouperiority in tho air in Greece vao very 
m&rked. 

b. Ini tial Cgncontrft1qnt 

(1) l!ulk 

~ 'bulle ot the Gl'eok arlQ7 wao ot111 en&aged opinot th.e Italiano 
In .l.l'bania, w1 th ito rij!;ht fiank at Pogr&doto, at tho end ot Leke 
Ocbrlda, and ito len fiank at HiJ:I&rra. ~o 15,000 Oreek eftect1no 
boldin& tho dofonliTO pooitiono in oaetern llacodonia 8Dd weatern ~aco, 
oaot of tho Vardar Rinr, had been cut off and had ca!litulated atter 
four dayo ot be&")' t18bt1n&. 'ro 11111et the German thrust trom Yugool&Yia 
Into northern Greece, the Greoka could opare only a force believed to 
be an &rillY corpo ot two or three diviolono, concentrated !>rincipally In 
the vicinity of Jlorina and K~atoria. 

( 2) J!rithh 

!ritioh concentration, in piecemeal t&ahion, ot troope, materiel, 
and tuppllee. 1n the general area eaet. nortbealt. &Dd north of Kozanl, 
had been in progreso tor eome veoka and Ia believed to have been 
practically completed. 'rhie concentration bad been undertaken with a 
rlov to meetin& an attack from the e&at, and tho obiftin& ot t he GeriiiAD 
throat to the north undoubtedly c..,.od a l&at minute change in Britiob 
concontrationo, particularly in the l et t or northern part ot their 
•ector. 

(3) Gtrpop 

A German armored diviaion , believed to have been followed b.Y a 
=otorlzed ciiYioion, had penetrated to and occ~ied Salonika. German 
arnorod and ootorized toreeo had alto puobod acrooo Yugoolavia and were 
concentratin& in t ho vicinity ot ' Non&atir ond Prilop. 

2. lUI!! 

a. Oreek-!ritieh 

'rho or I Sinal plan ot a !ri t1 eb-Oreek 4eteno1 ve line running 

CO!!liD!IlTIAL 
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pnorall.¥ north u4 1011th on the h1cb IJ'OWIA Jut ., .. t ot Jlk&ttrllli, 
forria, aDCl :rd.oaaa., to rti!Jillao ., mtlcipattd atto.ck trom tho eaat, 
While at the •- u.,. the Greek lll'IIV' in .Ubwa vaa to ll&intein ita 
pool Uone, vaa u,paot '1>7 the Ger.., penetration of aouthern fU&Oola'ria 
ao4 tho concentration ot Oer.an torcea in tho NOnaatir area. !b!a 
Gorman ooncontration threatened a penetration ot Oreeco throucb tho 
Honaatir Gap via Jlorina, with tho conaoquent turning of t ho Britiab­
Qreek dotonoivo line; it ondmgerod tho ricbt rear ot tho Greek torcoa 
in Albania; end 1t INida pooolblo a di'riaion ot tho llritiai>-Groek torcoa 
in northern Greece from t ho Greek torcoa in Albania. !!be plon ot the 
Jlliod forcoa , therefore, vaa tor tha Britiah torcoa to awing their 
l oft wing to tho aouth, pi voting their ricbt on tho Mount Ol,ympu.e area, 
and t huo dropping back on tho general Uno ot tho .U.iadalon River. !!be 
Greek r1sbt , including the ricbt wing ot their torcoa in Albania., vae 
to awing to tho aouthwvd aloo, with their ricbt nMlc e.ontuallT 
Joilling tho loft of the Brithh in tho 'ric1n1t7 of Grevona. Ill thh 
I:IIDlllr t ho .Ulloa wore to fora a cont111UDU Uno troa aoa to ooa., 
facing tho Italiano u4 ""t:· Ill th1a 0011noction, o'ridonco aveil.al>lo 
1nd1catea t het t ho pulling of tho Groolc rigjlt did not co,.,.,nco 
aoon oncll#l , althoucb it 1o not known vbethor thh tardineeo vu due to 
a lack of coordination and underetmdlng betvoon tho Br1 Uah and Greek 
co:n&anda, or whether the nocenlt7 f or ouch action waa not r ealhod in 
time. It 111111t bo otroaaod \bat U. allied plan ot action wae o'ridontly 
one of purely paooivo dofo~ ... 

Lieutenant General Renrr Maitland Vlloon vao in command ot tho 
Brlti ah forceo in Greece , under General Popagca, tho Greek Commander in 
Cblot, who Mtod ao gonora1i .. iao. 

b. llwllll 

Having penetrated to Salonlkl\ ADd to tho l!onaetlr region, and 
having plMod lar&e eoncentratlono in tho l&ttor area, tho Cer:oano 
t'rlclont~.¥ planned to 1118ke contact with tho Italiano in tho Tieilli tT ot 
l.oko Oehrid&, to threaten a penetration around tho r 1£bt of tho Brlthh 
Uno along the Aegean coaot, and then to otrUto with their ll&in force 
IOV.tbward throucb the llonaetlr Gap tovard norina. i'ho eoaparative}T 
'brood and level Talley ononding aouthvard froa Jlorina offered an 
atCitt1ble avenue of penetration for armored foreee, and a penetrat1oD 
in thh direction would threaten the ricl>t roar ot t he Greek torcee in 
Albania, tho loft rear of the Britioh forcea in nort hern Greoeo , aD4 
YQ~;.ld drive a vodgo between tho Greoko and t he Britiob. 

3. OPERUIONS 

a. Ohronologigol Ptyolop•pte 

(1) Al!ril ll 

-4-
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On April ll Oerwan arwored forcet , followed ~ ootorioed forcet, 
puohod into Greece thr~ the lloDUUr Gap 1n tho rocion of J'lorina. 
'lbue forCII ore bol1ovod to ha'fe CoDJOhted of tho 5th and 9th .A.r:110rod 
D!Yitiont , a reci .. nt of tho 224 Dl'fition, tho Adolf Bitler Rogimo11t, 
tho 734 Dl'fltion, and, later, the 72d Dl'fhion. Tblo force """ met, in 
the orea ,!uot touth of J'lor1Da, b;r a e:roat part of the Britleh let 
Armored :Brigade , a detachment of Alatralian 111otor1&ed inf1111try, ud 
Greek infantry , In the DOI\IItime , the Britioh main forces were pivoting 
b&Ok to tho line of the .A.llackmon River wi th their right fl0l1lc reii&!.J>­
ing in tho vicinity of !katerini; tho Greek right in .A.J.b1111ia ll!ld the 
Greek forceo in the J'lorina-K .. toria area had alto commenced t heir vi~ 
dra>'al to tho touth, The German o.rmorod forc11 were otoJll)od, w1 th 00111 
lonet , in the J'lorlne region; the Gel'll&ll infll!ltry att acked and ., .. alto 
hold toii!Poraril;r. l).uoing the night, Oeraan plll!let in a:> tuccettiYo 
vaYtt dropped cagnetic minot outtide t ho ~bor of Plraeuo; t hey oloo 
dropped a few bo01bt in the harbor and on the toWII and attacked aearch­
llghtt ll!ld antiaircraft guns vi th aaehiDJO gun tlre. Three of t heao 
planet wore ohot dDWD by O..eolc 1111Ualrcratt firo , and one by a 3l-i thh 
fighter . 

Bri t ith aviation bo01bed and machlno-gunnod Germon motor columna 
M4 coneontr atlono in tho Monaatlr r eel on ll!ld a t Xenoli during the dar. 
During the night , eno=J concentra tions in the viciDlty of Velea 1111d 
Prilep, in Yugotlavia, and of Kilktt, north of Salonika, were bombed 
Md machine-gunned. Thirteen Blenhei m bombert and throe llurricano 
fi&ht ero wore deotroyed on the ground at Laritta in a daylight aeeault 
by Gerlllll!l fightere, who attacked fro10 a low level 1111d ""'chine-gunned 
them ~l th incendiary bullets . 

(2) April 12 - 13 

On April 12 and 13 German forceo puohed ferthor oouth to the 
vicinity of Ptolellalo, Ger man planet, i n throe """"'• bol>bed t he port 
ot Yolo, and three of theae planet wero ohot 4o"'\ by anti&lrcratt fire. 
During tho night Geroen planes ageln laid llineo in the PlrMUo regio11 
and dropped a few bombo Oil the harbor, 

A oquadron of oix lllenhello bombero , without tit;hter escort, 
r.odo a daylij!j\t attack Oil a German motor col won in the vicinity of 
loeytoa. llhilo r eturning, thoy were i nterce!)ted b7 German figMer o 
and vere all ohot down. 

(3) April 14 

German forces advanced toward Kliaooura, Ko•anl , and Siatiota 
on 4;lr1l 14. · The portion of tho Britioh ermorod brisado ••hich had boon 
•nce&od with the Oer~o fell back to the oout hvoot to t he vicinity of 
Grovona. The GerOW\ 9th Armored DlYiolon, with at loaot one motor ized 
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dlnolon, -d tovar4 KOUili , ""1lo the lith ...._,red DSnolon u4 tbe · 
RiUtr lep8tDt 100ncl t011111"4 llrn-. t!le O....n 24 -e4 DSYidOD 
e4 .. nce4 troa SaloDilc& to 14eua 84 then to lltaterlnl, followed "bT 
~ho 6t h llowltaln Dlnolon. !tall• attaol<e acat111t the Greek 11111 ln 
JJ.benla, Wbloh vae Vl thclr .. nc, ware repo1.loed, and about a bwldre4 
Italian prhonere were •~~Pture4. 

IlllriDC the nlsbt Ger..,., planet In wcooulYe waYeo lald mneo 
and clrowed a few bombo in the Plraeut ropon. Mlnu were laid ex­
tenol•elT olllvhero alOIIC tho Greek coaott and harbore, and OeriiiAII 
plane• alto aaoh11141-cwme4 and ocathred boabo on unral 'O'illa&e• of 
aouthern Greece. ProTosa and Tanlna wore alto boabed . 

Ilri\lob planet cado repeated attaoto acat11ot o.r .... col-• 011 
tbe ... reb 111 northern Greece. IlllrlDC dqlllbt o....., plano• bollbed 
the BriUob airdroa at Eleflle, deetroyiq linn Ilunlcanoo 011 the 
~ll!ld: and o....., fi&btere eado a -..hi11e cw> attack on tho llrUilh 
elrclroM at Tatol - llenldl - doetroylDC fin :Blenbel•• 011 the grcnmd. 

(4) wn 111 

Tho 11 tuatlon vae euontlallT UDcb&DCOd on .6,prll 15. The 
Brlthb vero on the line of the UlaclaDon Rlnr fro• Grnona to Soma 
and thence alon& the high ground to the .Lipan coaot near lltatorlni . 
~~ Oreok right in Albania wao etill Vltbclrawinc, and the Greek force• 
which had been in the Xaetoria-llorina area were atte~ting to fall 
back to the eouthwoot to eotablieh a continuoue line with the Britiab 
In the GroYOM aree.. 0el'!liM attack• ejlt.inot the Brithh rlgbt tlaol< 
In tho Yioinity of Ekaterini were ropulood. 

Ger..., plane• in ueat nUDboro &edt bombiiiC and aaohino gun 
attanko on IIIOJII' town• and rtlla&e• throughout Greece. !hey al•o leld 
ainu extonainlT alo~~~~: the coaoto, and boabod and IO&Ohine-cwmod 
lhippiiiC of all aorta, includliiC ....U boato. Larina, partlcularlJ', 
and 'l'rUdtala wore nry heart :b' boabed. J'i,.. OerMII plane a wore ohot 
do'lll "bT Ilrlthb fighter& and fho "bT Oreek antiaircraft fire. 

Since tboy could be u ... d effocthe:b' *Cailllt Italian planoo but 
-.ro praotical:b' bel}llou 84ainot o...., planu, tho tilt reaainiDC 
llritioh Blenheim tlsbtere were e•acuatod to Crete. 

(&) Aw11 18 

On April 16 tho Greek line in Ubania rill e,ppro:daately trcm 
Biaarra, on tho Adriatic coaet, senera117 northeaot to Mount Grammoo 
and rowned intact in epite of hea'f)' Italilll attack• which ware endontly 
dooisnod to toke ad'rant840 of any con1Ut1on attendant on tho Greek Vl tb­
drava1 . The Bri thh line ran «enerallT alone tho high ground fro• tho 
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... torn olopeo of llolmt OlTiapu weot ward t o the Yi cinit7 of DoocaU. 
'!!It oUuaUon 1D the GrneDa .,. •• Val uncertaiD and contllood and c.,. 
DIJilcaUono vUb that r egion W been brolctn. .&.t the time it Val 
tboucbt that Ger11a11 for ceo had po11et rated beyo111!. Gr ... ona an4 vera lld.­
vanol~ toward Xalabel<a, al t houch U Wal later laarno4 that tho Germano 
m-4 not a4vanced bel"on4 Gr ........ 

German plane o bombed l~gbtly and maahino-sunne4 vill age• and 
tblppi~ alo~ tho Gulf of !Ub~oa &o far oouth aa Chalcia. 

Duri~ tho night Britioh laval planoo attackftd Italian mer­
chNit oblpt in t he harbor of Valoll&. llrl Uth plane• &lao bocbod Veleo 
aod Gorman ootor columna between Veleo and Prilep. 

(6) APril 1? 

Conditione rece.1Ded eooe11tlally tho oame on Aprll 1?. !be 
oHuotlon in the Gr&Yena ar~a Val ttlll UDcertt.ln and co==micatlono 
wlth forceo in that tector had not been roootabllthod. !he Greek line 
la .A.lbonla continued t o fall back, piYoU~ with ita left at Rie~&rra. 

GeriDNl planoo again bo"bed rogiona alon« tho Oulf of Eubooa, 
two German planeo boir;g ohot dova by 1!1-ithh figj>toro Md one by Greek 
ontlalrcra!t tiro. 

Tho Grook Premier, Mr • .A.loxandor Corizio, committed suicide . 

( ?) 4llr 11 18 

On .I.J?ril 18 tho 1!1-itioh bo~a~~ w1 thdrawi~ to t ho Thermopylao 
Line, which conoiated of high groUDd tUDni~ «<ntrally east and veot 
1-dlatoly oouth of Lamia, vi\h their right on tho Oulf of Euboea and 
tbtlr loft protected by ~sable IIIOUIItaln torraln. The e1 tuaUon in 
.A.lbaDia Val eooontlally nnehaD~"d, and that ln the GroveD& area vaa 
otlll uncertain. 

Lud.a and Cbalcia vera bombed by Oeraan planoo • 

.&.t vao oubooquontly learned, tho tlrot o ... rturo to the Gercano 
concorn1~ a capi tulatlon of Greek forcot vao made by General Tooloko«lou, 
coaaandl~ t ho Greek army corpo in tho Grovena ro«lon . 

.&. «•noral dinolutlon occurred ln tho ground, alr , an4 naval 
torcoe in tho intorior , lncludi~ tho .&.thont area, with tho demoralisa­
tion centori~ in the oftlcert , and part icularly in tho offi cor o of 
rather high rank, rather than in the mon. In lll&lcy' inetancoo and lo­
Co.lit1oo offioere command!~ unito, airfieldo , naval inotallatione, or 
~po, told the men t o diaperee and to take whatovor they wanted Of 
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clothiQC, bl.enlcete, food, otc, Dllriac tho onouinc 001'er al clqo tbio 
oltu.Uon wu partiali.Jr r isbted b)' druUc action of the Rlgb Co-...4, 
o:>d unito were t;raduallJr re-for~~ed and tnotallattona ra-ocrupied, 

(8) APril 19 

Tho Brittoh retirement to tho Tbermopylae Line continued on 
Juril 19. ThAt eveni ng German troop• penetrated to Lariaea, cutting off 
end dioporoin& some of the retirln& British foroea. 

It wu learned l ater that an overture waa made on tbia c1q to 
tho GeriDaDo b)' General Pi ta!ku tor the capitulation of all tho Greek 
torcoo in .Ubania and northern Greece, General Pttoilcae, co=-ndiac 
tho central and oouthern oectora of the .Ubanian front, and next in 
oaniortty and authority to General Papacoo, acted fro• hla hoadquartoro 
ID T&nina, but beoallae of the rupt\lrod co=amicationo Y!th tho Greek 
Hip Coa::~&nd and GoverDI:>Ont, General P1toilcu' notification of hie 1D­
tondod action wao received at J.theno oni.Jr after oo..., dela,y and tho 
OcrrtrMOnt'o lnotructlono torbiddiQC tho cop1tu1at1on were not received 
'b7 bia, 

German planes , which for tho put oenral da,yo had oariouai.Jr 
haraoood tho Greek and British troopo by dlve-bombln& and macbino gun 
attacke, were ver,r active In attackln& tho Brltleh troopo and motor 
DOVemento during their withdrawe.l to tho Tboraopylae Line, Geran planet 
bombed Lomin, Chalets and J.grlnion. By th1a time the )rltish J.lr Porco 
had been reduced practically to l~otonoo by their loaeee on tho ground 
and in tho air, and the Geri:IM J.lr J'orco wao by then virtual)¥ Ylthout 
oppooiUon. 

(9) APril ip 

On April 20 tho British eo~latod their retirement to tho 
~raopylae Line, lea'V1Jl8 the plalno of Thoua)¥ Co=!>lete!.Jr in tho bando 
of tho Gel'llallo, Tho can! tulatton of all Grotlc forceo in .Ubania and 
oortharn Greece waa asr~ed u,on at Salonilca between General Pitailcao 
and tho Geraan Co"""""'-er. J.t thlo ttae no Italian troopa bad )'et 
tfrtotod a penetration of Greek terrltor,r, and tho Cat>itulaUon waa to 
the Ger=ana and not to the Italians, It h undorotood that German 
torcu aoved in betwoen the Greolc and Italian foreoa. 

'b. Int1u&nce of WeAther M4 T!rroip 

The Germans, aa uaual, cboee a propitious time for their att aCk, 
lntofar aa tho weather and phaoe of the moon vero concerned. The pre­
Vailln& sood weather during the da,yllpt houra favored the movement of 
armored and D>Otorhod foreeo and the bo,.blng and low-fi.Jring attaclca of 
PlMoo , and at night a bright moon facill tated the bombi n& ond mine-
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laJIDC operaUono of Ger.., pl ., ... 

'l'ho terrain, on tho other hac4 , def1n1teJ.T tuored tho def eo­
oln. Bed the attackere not had 0\IOh .., onrwhola11111 I\IPOrloritT 14 
nwoboro Md arm&~~ent, part laularJ.T In airplaneo , coQPlod v1 th a 
~orlor determinati on, ~ooe and unity of action , It oeomo probable 
that the mount ainouo t errain, with Ita dlfflault defll eo, ahould havo 
conatltutod a rather sever o obstacle to thol r advance. 

c . Tootieo} Qrnlovment gt Cprpb1no4 kM 

OUtatanding factor• In tho r~1d penetration of Greece ~ t he 
German a, and tho reoultMt retreat of the llrl Ueb and capitula.Uon of 
the Greek forceo, voro the coordination between the German ..,.,..red and 
ootorlsed forcee and the coordination botveen their l and forces and 
aviation. 

• 
Whenever the German armored forceo voro oto~ 1n deflleo ~ 

dezolltlono, or b7 en~ fire , or a co•bl natlon of the tvo, tho =otorlaed 
lnfu.tey 110ved up and attacked on foot. 'l'hh action ul\l&lJ.T forced an 
opanlng and permitted outflclent r epl\lro to be """'" t o roado or brldgoo 
to allow tho ro.umptlon of tho advance ~ motor vohlclea. 

ln addition to the otrAte«ic ond roar-area attncko of the German 
aviation, Ito uoo againat one~ front l ine troop& and lnot &llatlono vao 
!)IU'Uoularly of!lcacioua , J.pparontl;y tho n!r foroo operated on direct 
Call trom t he German ground forcee vhonevor the latter found themaelvoo 
in dlfflnultioa, 

4.~ 

Reliable Information ao to t ho l oneo in ""n and -terial during 
thla \>&l'tlcular pbaae of tho oper ations h not ;ret aYailable. Ther e h 
roMon to believe, however, that the baraoolng ottacko b7 Oeraan avlaUon, 
eopacialJ.T during tho latter part of thio !>Orlod, Cllll.ood eonoidorable 
loneo In llr1t1oh 80tor tranaportatlon and oqul~nt and in Greek 1110tor 
and anlll&l trcoportaUon and eqv.ipooont, althOU«)) tho eaoualUea to 
Plrtoru>el frol!l ouch attacl<e are not bolloYed to hen been h1£h, 'l'hooo 
lncuoant heraooi llj! attacks fro• tho 1\lr, however, al'PO&r•d to have a 
docldodJ.T bad effect on morale, na ~o the tact that ~ho llritioh and 
Greeko, eapeci all.T the llri thh, vore eontlnuall.T falUng back, and that 
tho Germano ~ere , rlncipall;y dol~ed ~ deotruction of roAdo In dofiloo, 
1t h believed th•.t the casualtleo on noi\her lido vore very heav;y. 
Tho CIIIPitulatlon of the Greek J.rt!Jif, of eouroe, 'o'hon 1t wao cut off b7 
tllo German advance, reoulted In tho ourrender of about 300, 000 .,.,n, '!'be 
o4•ance of the Oert'W1 for eea he.d not onl.T drl von a vedge between tho 
Groeko Md llrlthh, but had aleo cut off tho former from their oourceo of 
IUppJ.T i>l' toklllj! poooeoaion of tho main arterial highv._y and tho olnglo 
railroad wbich had ~lied tho Greek f oreoa I n northern Greece and a 
groat part of their forcee in J.lbania. 
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G-2/2657-220; No. 499 ll.I.D., W.D. llrOO A. ll. , September 22, 194.1 

SITUATION REPORT 

I. Eastern Theater. 

Ground: Gercan forces, crosains the 0u1t of Riga from the 
11land of lluhu (lloon) bave captured the eastern half of the island of 
Osel, t opther with its chief city, Kulresure (Are.naburg). Ru&aiall 
resiat4nce continues stead.ta.st in the weatom baH or the island. 

Heavy !ightins continlee on the Leningrad front. 
Russian reports indicate that their al'lldes on the Central (!.bscow) 
front have registered several gains. 

Kiev is in Gorman hands. 
The great bat tle aut of Kiev between the encir­

clins German Armlf and the trapped Russian divisions, continues, The 
Ger~s report that large numbers ot Russian prisoners have already 
been taken. 

Southeast of tho lower Dnopr, German t roops hold 
the town of Goreloe , on the eea of A~ov. 

Air: German reports stated that Leningrnd was again attack­
ed. The Soviet reported h.eavy attacks on German troops and ..,chanized 
units in the Ukraine. 

II. Weatem Theater. 

Air: The R.A.F. carried out a )6-hour otfell3ive involvins 
over 600 planes on objectives in both German¥ proper and German-occu­
piec territory, 

Ger1118JV'S claim tor the week-end were limited to 
raiding ot objectives on the En&lieh southeast coast. 

III. lliddle Eastern Theater. 

Oround: The I t alian Hisll Conmand claims a successful naval 
raid, probably torpedo boats, on t he port of Qlbraltar, in 'Oihich J 
British ..,rchant s hips were sunk and 1 damapd. There has been no 
Br itish comment as yet. 
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TR!:ASURY DEP...R'l\!lNT 
Washington 

FOR 1\f.LEASE, !JORNWG Nt.V.SPAPERS, 
Tu6saal, September 23, 1941. 
9/22/4 

Prtss Survicc 
No. 27-64 

171. 

Tht Secr e t ary of the Tr~asury annvunccd ltlst oveninr tha t 

the tenders for HOO, OOO, OOO, or therenbouts , o~f Ill-day Tn~sury • 

till~ , t~ bt anted S.:pt cmbor 24, and t o rnature Dccer.tbtr 24 , 13~1 , 

r:bich r.ere .)t'fer~d on September lS, w~rc op~ncd at the Fedc.ral 

f.,s.rvt Banks on Stptenb<:r 22. 

Tb~ details of this i ssue ar~ ~s fcllJws : 

·r.~tnl appli~.d for 
Tvt:l accepted 

- ~404 , 21!: , 000 
100, 742,000 

knnge of acccpt~d ~ids : 

High - 100. 
Low - 99 .989 Equival ent rote ltfpr~ximotcly 0. 044 percen t 

liVer ago 
Price 99.991 11 11 " 0 . 037 

(17 pt rcent ...,r the am<:.unt bid f~r ~t t!l~: lJtl prict nc.s 
:~cccpt ed) 

- 0 0 c -

• 
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HMJr: 

Ol1tton 
Kaek: 

HMJr : 

Y.: 

HMJr: 

M: 

!!I!Jr: 

M: 

HMJr: 

September 2}, 1941 
8: 5} • ••• 

Clitt Maok, I vieh rou'd oheok up it 10u don't 
know, is there &n1 8Uperviaion ot the buring 
that Amtorg does t or t he Rueeian Government -
I mean, do ther go i nto tbe marke t and compete 
with ue, or 1a there some kind ot supervi sion? 

172 

I'll get rou speo1t1o infor mation on that. 
Generallr their bur1ng has been independent ...•• 

Well, it should ••..• 

••••• until recentl7. 

Well, t1nd out. 

I' l l do that and let 1ou know right ava7. 

Well, write me a note on it. 

Yea , air. 

Thank 10U, 

Regraded Unclassified



(~ TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

Sept ember 23, 1941. 

MEUORAilDul! TO THE SECRETARY 

Yr. Douglas MacKeachie, Director of Purchases 
Office of Production :..an.agement, infol'!lls me tnat pur: 
cnases proposed to be made by Amtorg are now being 
submitted to tne vffic e of ?roduotion l.anagement for 

173 

review for possible interference with our military and 
domestic Pequirements anj for instruction as to sources 
of supply and information as to oul'rent prices. Pur­
onases are being concluded by Amtorg for their own account. 

The present procedure is presumably an interim 
arrangement as lr. iacKeachie informs me that a meeting 
is being aeld at 3. 30 on the morning of Sept embe r 24tn 
in the vf fice of tne Lend-Lease Administrator for tne 
puroose of further discussion of Amtorg purchases. 

It is understood from J.:r . Geor~:e :till of R. F. C. 
tlat purcnases aggregating some ten m1llion dollars, 
zostly for machinery, nave already been made by Amtorg. 
rull oarticulars concerning tnese latter are to be fur­
nis,aea by Am tor" to R. F. C. T:1ey cover transactions 
'Nilicn were initiated prior t o tne establishment of credits 
bl the advance of R.. F. C. funds. 

Lend-Lease ai d has not been extended ·to AUssia and 
no purcnas~s under the Lend-Lease program for ~ussia nave, 
tnerefore, been made. There is, nowever, in ?rocess of 
preoaration a Red Cross re~uisi tion for tne P?rcn~se of . 
medloal a.1a surgical supplles for refugee rellef 1n Russu. 
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RE I!IFLATION 

Present : 

H. !l. Jr: 

Kuhn: 

H.!.!. Jr: 

Kuhn: 

Kuhn: 

H.ll.Jr: 

Kuhn: 

3. \!.Jr: 

Xuhn: 

H.V..Jr: 

Kuhn: 

Mr. Kuhn 
Mr. Haas 

Septembe r 23, 1941 
9 a.m. 

Mr. 0' Connell 
ldr. Morris 
Yr . Foley 
1!r. Bell 
Kr. 1lhi t e 

174 

I have got a swell peroration hera, supposedly 
from my Chicago speech, but it is so good I 
rant it on thtHill. I will rean it to you. . ) 
. " r;-..__ 6 C r .;:-r ,_ I,~ J ..., ) •..,. I J' ..). • ... J • 

1'/hich is it? r 1 

Nobooy has seen i t . 

I have seen a copy of it . 

Die you read it? 

Yes , 

Isn't that wonderful? 

Some of it. 

It is good. I t has got some new ideas . 

I don't like the emphasis on currency in 
it. 

I think he is right. I think that is a swell 
statement. He talked i t to me and I sent 
him in lo!rs. Klotz' s office ana had hi m dic­
tate it, 

I had lunch with him yesterday. There is a 

• 
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H.\1, Jr: 

O'Connell! 

H.li.Jr: 

O'Connell: 

• 

- 2 -

lot that can be used in this. Simply that 
inflation puta the maaa of people at the 
mercy of the nimble, quick-witted ones who 
can get away with murder, 

1.75 

This statement, "This question of inflation; 
that is, the parchasing power of money, goes 
to the very heart of the social aspirations 
of the American people. If the great social 
reforms of the last eight years and the 
economic strides of the last fi ve decades 
are to be perpetuated, it is essential to 
undertake to lal a~ the currency and the cl"8di t 
structure sound. 

He haa got some awfull7 good stuff . 

Wall, I don't know where the rest of these 
people are, Let's start ott on this 
question, Incidentally, I was amazed to see 
that Leon Henderson threw down Bernie Baruch ' s 
statement flat. 

I expected him to do that, air, because after 
all, the Bill that he is defending is not 
the same type of Bill as Baruch wants. 

I tall you what I would like you to do for 
••· Outline for me the di tference between 
the Baruch and Henderson - do that , will 
you. that is the difference? 

I can do that quickly. The difference, 
essentiallT, is that the Bill that Henderson 
ia support1ng is one which provides what 
they call a selective method of price 
control, You don ' t fix any ceilings until 
you sea that a particular price is out of 
line, and then you, after investigation, 
Henderson or whoever ia administering the 
Bill, would fix the price ceiling tor that 
particular commodity, and he will operate on 

. 
• 
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Ul.Jr: 

- 3 -

aa manr commodities aa he baa time to and 
ia able to. 

1.76 

Baruch sara that instead of doing that war, 
you should fi~, as of a certain date, an 
over-all ceiling for all prices, including 
wages, rents and commissions, everythin~ 
in the price structure . You ahoula dec1de 
that on the first of October the Bill will 
ear, "There will be no increases in anr 
prices. The price level as it e~ista todar 
ia the price level. " 

Then the Administrator would make exceptions 
or make adjustments in that over-all price 
level when it was demonstrated to him br 
a particular industrr or some particular 
commodity that the price as fixed was 
not fair, was too low. Baruch's proposal 
includes wages, includes everything in the 
price structu1•e, including retail prices of 
everything. 

(Mr. Bell entered the conference) . 

I asked him to explain the di fference be­
tween the Henderson and Baruch theories. 

Let me ask you this: This is what I am shf 
on and if your office has it they shoulc go 
to work on it . I would like just as fast aa 
possible - he (Foler) has got plentr of 
people - I mean in verr short sentences the 
dates , when did they begin to have legisla­
tion in 116, •17, '16, and '19, and if you 
could do this kind of a thing in cooperation 
with George Haas, this would give it to me 
visually the beat, a price chart. If rou 
want to take - -

.Ul commodities? 
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ft,l!.Jr: 

O'Connell : 

H.I!.Jr: 

O'Connell: 

H.!.!.Jr: 

Bell: 

Haaa; 

H.I!.Jr: 

O'Connell: 

H.Y.Jr: 

1?7 

- 4 -

The comaodity index, and then give George 
the dates, you aee, and he could put in thia 
chart the various typea ot legislation that 
went into effect and-then you could have 
tor me on a sheet ot paper just a very short 
description ot what the lawa were. 

You see the difference ia - the fact is that 
there was practically no legislation. 

All right, I just haven't got lt. I mean, 
supposing they aay to me - has anybody done 
this? Have you aeen thi s commodity chart 
with 1lha t happened to the coaodi tie a and 
then what kind, it any kind of legislation 
there waa? 

Ho, there haan' t been anTthing like that . 
There are plenty of commodity charts . 

I may not want to use it, but I would like 
to see it, you see, George. 

You mean showing the effect that the legis­
lation had? 

No, just the date it waa enacted. 

And the date that the Baruch board waa 
created by a letter from Woodrow Wilson. 

That •• all done around the llll.ddle of' 
1917, aa a metter ot tact, but there are 
ditterencea in teraa ot months. 

And then look up tor me too, what did 
Woodrow Wilson say about intl ation, and 
what did Baruch say at that time. You 
can get that from the New York Times 
Index troll the U brary ot Congreaa. What 
did Wilson say or what did BAruch say? 
What did they aay in ' 14, ' 15, •16, '17, 
and •18? I would go through to •20. 
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eell: 

l!.ll.Jr: 

Foley: 

P..l! . Jr : 

O'Connell: 

H,\I ,Jr: 

Bell: 

H.L'.Jr: 

Bell : 

H.Y,Jr: 
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- 5 -

From ' 14 to '20, inclusive, what did either 
Wilson or Baruch say, you eee and then 
while you are doing it, you ;Jght as well 
find out ~hat has Roosevelt said publicly 
t o date on that. 

I would also find out if the Secretary of 
the Treasury said anything. 

Yes, also Yr. KcAdoo and the Feceral Reserve 
Board, what did they say trom ' 14 t o ' 20. 
If you don't - let me pin it on you (O' Connell) 
and if you want any assistance, call on 
other people . Is that all right, Ed? 

Sure. 

I t is just a ques tion of going up to the 
Li brary of Congress, or maybe you can get 
it in our own l ibrary. 

I think we can get it here. 

From '14 to •20. UcAdoo, the Board, Fed­
eral Reserve Bank of New York, Strong, i s 
that who it was? 

Yes . 

It was Strong, wasn't i t? 

Yea. 

(Mr. ~~te entered the conference) . 

Hel lo, Harry. Harry, ~ust so we are not 
duplicat ing, you haven t go t in your 
shop the things that were said on inflation 
from 114 to ' 20, inclusive by •·ilson and 
McAdoo and the Federal Reserve Board, have 
you? 

No, we looked through. We made the survey 
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H.ll. Jr t 

ithitet 

B.V. Jr: 

1hitet 

B.ll • .Jrt 

'i1U te: 

H.ll.Jr: 

Foltft 

H.V.Jrt 

Huer 

Folen 

Bellr 
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and fCNJ14 that the ftret Mntion hi lD 1918, 
.. han cot that --

11hatenr )'OU ha't'l, will 7ou gin it to 
0 1 CoDDell! He la llniDg lt up tor u, IHl 
)'OU! 

Yu, I will, 

Blw are rou feeling! 

lll right, all'. 

Honeetf 

tu. 

Did )'OUr wife O,Jt, fOUl' oomngt You mow, 
I talked to her, ao )'OU had better tell 
1M the truth, 

He diem 1 t aak her, he aaJI• 

• nice fellow, · Well let • han that, 7ou 
•••· I wae at the ~itt Houae tor aupper 
laet night aDd - well, one atateMnt the 
Prtaldent u4e I would lib )'OU to cheolt 
up becauae he ude it to Jfpe, Korgenthau. 
lft told Mra. RooatYtlt that the Departa.Dt 
of kriculture h now atlliDg cotton, I wcu1a like the tach on it. I think he 
baa been aiainforae4, anl111 he cllla what 
the7 --

That Canadian thing 1e juat a gesture . 

Th17 had nine llillion balta in the warehouses 
at the beginnlDg ot the aw.ar, and the7 
han cot aix now, ao that the7 han sold 
IOM three llillion balea during the aw.er. 

That h out ot the loan. 
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B.M.Jrr 

Raur 

B.V.Jrr 

Jluu 

•• 

H.lf.Jrr 

B.lf.Jrl 

lhl tea 
• 
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. '. 

'l'lln uaa•t ••11 u, ;rou aee. People 
thal bad llorrowd ... , • 1 t llllt cot 1t 
baok. 'fba7 llaa•t aoqulnd u 1e to u. 
&d I eald to the Pruid111t, "What ehould I 
laJ llhaa tbe7 aak M about a oelllJIC o"r 
labo..,• and he laJe, "Duok it.• 

Did JOil eee Llp~ thla Ml'llilll oa tlaatt 

llo, 'llbat dld be aa,t 

• 

Be brl11p ~ tbll two qu11t1oaa ot tara prloea 
and he aald tlaa thlDC to aooert there 11 
parltJ. '!!tat h Wlat I take t J011 are li:OliiC 
to - he aald, .. ow, aa to wqu, ;rou oaDTt 
ooaalder labor aa a oa..oditJ or propertr 
la a tree -eo•CIIl· • Be thouht the reucm­
able thlq to do there tor tlie duration of 
the e .. rceaor 11 to baee it on tbl - get 
the labor - the labor leadera, bl thoacht, 
would qree to be11 1 t em ooat of 11 'f'1112, 
in other worde, keep real wqu oout111l". 

I aald tbat to lfr•· Booanelt laat Dlaht, 
tie 1t up with ooat ot li'fiDC• I w&Dt to 

r em record \:hat I aaid that laat Dlght. 
thoqlat thet wu a cood out tor ... 

Toll OllD allo rut 1D a pluc, iDoidllltallJ, 
at the .., t M tor rour exoua profits tu:, 
JOU DOW OD ID iD'flltMDt bub. 

• W.ll, that waa what I - I tried to get JOU 
(O'COADell) lut Dlgbt to tell JOU whea 
t got hoM. I wmted JOU to deep on it. 
I talked 111. th Kr•· Rooenelt Uld tried 
her out ae to llhat abe thovcht of tJiac 
1 t up w1 th the ooat ot 11 nne, llld ahe 
thoucht thtt waa all ript. 

I think it theJ aak .. tbat quutlon, the 
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euieat ft1 to dodce 1 t h 101111th1q al011g 
that line and •11 that the ao1t e!!1ctiYe 
wa7 to keep wages down ia to keep the coat 
o! liYing down, which ia exaotl7 what th11 
Bill la duigned to do and whJ 70u want that 
ch1age, and to inoreaae taxea on pro!ite, 
and lt 7011 do that on both tho11 thlDg•, 
I don ' t think 7011 will han &n7 trouble with 
wagea. That i a a kind o! wa7 o! dodci nc 
it --

It doean•t aatia!7 ... 

Henderaon aaid it 7esterda7• 

That d01an't aatia!7••• I aean, what I 
would like to •11 h, whJ not coae out and 
117, a• 70U auggeat, not wait tor - aa a 
auggeation. 

Well, wh7 tie. the wagea down --

Wait a ainute, wait a ainute. It 70u ban 
parley !or the far.era, ~ can't 7ou han 
aome aort o! parit7 for 1 orf 

"!be two are not col!parable. 

~h17 haYe got aoaething to aell. 

It aeeq to ae 10U ahouldn' t talk about 
a olillng on wtf" unleu 70u have got a 
ceiling on prot t1. I think labor 
ia not a commodit~, and thia Bill ia a Bill 
to regulate commo it7 rricel, and 1! 70U 
had a food exoesa trot ta tax or 1! 70U had 
a pro! ts tax whic ~ut an abaolute ceiling 
on rro!i ta, I think hen 1 t would be acre 
log cal to consider putting a ceiling on 
70ur wagea. 

There ia thia !undaental --

/ 
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11'a1 t a llimate, Bal'l'f, I wlll &in 7011 a 
ohaue. hat walt JINI' tul'tl. 

It attu to • llllleaa ru get a oelll~~g 
on pi'Otlta it ian't 7' the tlae to talk 
about a oelliq on •1111. 

IAt • aek 7011 thla. Kr. 0' COGDtll, what 
would 1011 avgeat u the otiUnc oa pi'Oft ta' 
I •ala 1a7 an alaolt oan!hoatOI'J ezceu pro­
tlh Oft!' a fair rate of profit. Take a 
aejor pe.rt1 if not all of the pi'Oft h, 
oYu aDa aboYe a reaaonable l'lh 011 lnnatea 
oapital. If 7011 get that{ thaD JOG oan talk 
to labor about IIIIJ'tuoub • de.Ua on 
their part, but we haYt no ceiling on profit• 
todq. 

Well, rather thaD - I aeanf if I oan aekt 
up a:r own alna aa to what think h right, 
woula JOU want u to 117 that i n a atateunt, 
rather than waiting for the queationf 

TIM qu11t1on wlll ooae to 70U prettr quloklJ, 
I think. I would think lt better not to be 
1D the atat-nt. I don't know how the 
other people feel about that. 

low we will gin Hari'J a ohanoe. Harrr, 
JOUI' tUI'Ilo 

That approach which I haYt heard fraa ,,,._ 
el'al IOUI'Oel On parit7 priOtl and parit7 wac•• haa thla tuna ... ntal weakneaa. I 
feel a little conoei'Dtd if JOU don't keep .. a7 
trca it. lhen tha fal'ller geh the .... price 
tor hia whtat1_it atill leaYtl it -makes it 
po1aible for hla to pi'Oduoe auoh aol'l 'llhtat 
onr a twtDtJ-7'11' period and he geh the 
full adYantage of it. I. bushel of wbtllt 
bliJI aon, not an hoW' of hh lab~. 1.11 
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hoUl' of hie labor llllku 110re wheat. The 
wa7 in which the wage e&I'Der hu hie wag .. 
increaaed is through the benefita of 
technological development, improvement, 
and i f 70u sa7 to hia that we are not going 
to let an hour of JOUI' wort, • .bu, &111 JIOI'e 
goode now than it did twentJ 7eara ago, 
7ou are taking awq troa hia the benetita 
of the dnelopunt and ghlnc 1oubod7 abe 
the profit of it. 

I think that is true, B.ar17, in a noral 
period, but during thia eaergenc7 if JOU 
put a ceiling on profits I think that is 
scaething JOU could do during that period. 

It I tie it up with protita, but not with 
parit7 that the faraer geta for hia product. 

Then supposing I don't tie it up with parit7, 
but I simpl7 say that after all, againJuot­
lng Mts . Roosevelt , she said, "The unf r 
thing -- I am going to use the example, it 
aar not be correct - let ae talk about the 
hoaierr worker who baa an unuauall7 low 
wage. It aa7 be a poor example, but I will 
use it. To sq that you will freeze the 
hoeierr worker• at this level ia just unfair. 
You can't go ahead and juat freeze aoae 
people because the7 haven't atruck who haven' t 
been able to raiae thei r wagea to a fair 
level. But if 70U could aoaehow or other 
tie it up to the cort of living, I think 
that would be fair. I could fet nothing 
out of the President, but I d d get 
a lot out of her. 

Isn' t wages a factor in the coat of living 
itnlf? 

Of course, but the whole attack of oonaerva­
tives has alwars been against labor. Any 
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tlm. rou want to fix prioee tht ... e thing 
ooourrtd in IDgl.and, Inn in l!l!gl end thq 
&l'e not fixinR wagea or rren depriTing thaa 
of the right !o atrikt in tffeot, &Dd the 
point h lb&t l!ter all, the Ooni.'IIIICt -
workers conatitute OTer ninet7 percent of 
tht public, and that 11 their ft7 of getting --

H&rey, don't worey, I 1a juet taldng ott 
'tq Ttlt, 

Fine. (Laughter), It JCU get hot I will, 

And I don't like to ate the Seoretaey tall 
in that line. 'that h the attack c! the 
conaerntina. It aounde plaualble ad 
feasible. ~ don't rou do eaaething to 
wagta'l• 'l'hq bow veey .. U rou can't get 
a'ftl' with it. 7bertfore Jaa dCIIl't ~ 1111"' 
~ on &'lf1 other a core, The ~~ that 
is comparable and 1! JOU are oonalatent, the 
thing that 70u have got to etiok with, 11 
the Ttl'f point whioh Joe and the SIOl'et&l'f 
have ralaia, I! JOU ue go!A&~t a 
oeiling on wagta • it 7ou ari to 
tie wagea up w1 th the oost o! , then 
do the same thing with proti ta. 

Right, but hn't it illogltal ,_t to tie 
up wagea with the oost or ll'rilig'l !'bat 
11 wbT I railed the tu••t!~ beoauae I 
think the Secret&l'f would 1M falling into 
a hole there. 

Well, it it leal unreaaonable becauee 
all'eaq IWIT wage- eai'Dera han taken a 
tan percent out in their real purchaaing_ 
power beoauee the unorganised labor which 
consti tutea the bulk of labor haa not · 
benefited the ft7 some of the outstanding 
labor unions han and to 1&1 that {ou 
&l'e going to tie 1t up with the cos o! 
liTing ia better than treesing it • 
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But it h 1llogioal, though. I Man, 1t 
i1 open to all kinde of rebuttal. 

Well, I would like to hear it. 

185 

lbat do ;you think of this approach? rt h 
a little bit different froa the other. You 
can ea;y that the - t hat ;you will ha~e lea• 
difficult;y with the labor probl .. once ,ou 
take care of the profit angle and this 
price control, tr;y to keepJrioee down, 
w1 th the lll!aDI tba t are n lable and then 
that labor h not a co•odit;y, il not a 
piece of propert;y, and there is a Board 
- I III!ID1 washington Board that aettlea 
those things. 

Well, h there? 

Well, there h in Labor. The re h a Kedia­
t1on Board. 

There ia a machiner;y for settling disputes. 

Well, I cm aa;y, "IVhat han ;you got a Labor 
Board for?~ Do the;y settle it? 

Tha Kecllation Board does. Fundaaentall;y 
the theor;y ia that it 1a bargaining between 
the e~lo;yer and emplo;yee, but ;you go to 
the Mediation Board if ;you can• t settle it. 

Joe, sketch tor me what is the route that a 
atrike goes toda;y through the ~srloua 
Governmant agenoiee. 

1811, the onl;y route that it takes onoe 
;you han ;your labor organhed, 1f the;y oan' t 
aettle with managmaent, the;y strike, or 
rather before the strike the case is referred 
to the Kediatlon Board, headed by Da~a 
end that group, which the President set up. 
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Doem•t K111 Perldu han to f'l..nd ac:aethiDg'l 

ltll, ahe autamatioall7 oertif'iea praotioallf 
all --

Ooea to her f'irat? 

Yaa, air, goaa to the Labor Dtpartaent -­

\1Jal t a minuteL go alow, Doea •t it go 
f'irat to the vepartaent of' Labor? 

That 1a right. 

.And ahe baa to oert11'7 aa t o 1lba t? Doea 
ahe 4o it, Secretary of Labor, or 1a it 
ac.e bureau in there? 

The7 han a Conciliation Se"ioe, -.hioh 1a 
a GoTil'llllllllt aglllof that !irat illlpl..ngaa em 
a 41apute between organised labor ud the 
Gployer. 

That ia f'irat. Now, the7 han a "lhaok at it 
fir•t'l 

That 1a right. 

.And tha Conoillation Serrloe? 

That 1a right. Il thq are unable to 11ttle 
1t bf intomal negotiation, thq, or rather 
the Secretary of Labor a• thair superior, 
oert11'1ea it t o the Ke41a ticm Board, the 
!aot that there h a ai1pute -.hioh will 
reiUlt in a atrike unleaa thq aettle it. 
Then thq oall l..n the organised labor ud 
III&D&gaent, ud thq uaual~ try to gin -
to prOYide !or a aort of cooling ott period. 
Th«r aar, •Don•t atrike tor th1rt7 da7a, 
while we eit doa ud oonaider it. • 

/ 
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Firat the Conciliation Board, then Mlaa 
Pertlua haa a look at it, IDd it ahe think. 
it ia hoPeleaa, abe aertitiea it, thai it 
goea to ~he Mediation Board. 

That 1a right. 

1'h.n h there an7 appeal troa the Kediation 
Boardt 

It the7 oan•t aettl• it, it ia a atrike, 

And through that prooeaa the price ia -­

That 1a right. 

lhen what ia that other Board, Labor Relatione 
Boardf 

The7 have nothing to do with atrikea, 

What do the7 do? 

The7 are to protect the right ot labor to 
organize and to bargain collectivel7,but 
the7 do not enter into the bargaining. 

The7 don't have to accept the t1n41nga ot 
the ~diation Board. 

Oh, no, it is purel7 voluntarr. 

I understand, but that takea care ot the -
I rae an, that h the Federal Goven~~~~en t• s 
approach. 

'!hat 1a right. 

Well, whf, to aua up the thing, why il -
it I aa aaked thh thing about ceiling, 1 
will 117 that I don't t .. l that 70U can -
in the tirat place, it the7 aa7, •It 7ou 

/ 
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are in favor of parity for fal'llllrs, why 
aren't you in favor of a ceiling over the 
labor, " I will simply aay, ,.ell, in one case 
they are talking about human lives, and 
in the other case they are talking about a 
commodity. " That is number one. What? 

The fanaer won't agree there . 

Thef are entirely different in one respect. 
Par1ty itself assumes a fair relationship 
between the price of your fana products and 
the price of other things detenained by 
a l egislative fol'lllllla. 

Harry doesn't want me to talk about it 
that way. 

Wait, parity prices deal wi th a relationship 
between a bushel of lheat and a pair of shoes , 
presumably, what a bushel of wheat will buy. 
It doesn ' t have anything to do with how 
many bushels of wheat a fanaer can produce, 
and if technological improvement has made 
possible, as it has made possible , an in­
creased production of wheat per hour of the 
farmer's tiae, maybe even as much as fifty 
per cent, I don ' t know, th.en what the farmer 
ia getting 'lhen you have parity of 'llheat 
over shoes, he gets fi tty ver cent more 
shoes, so the farmer doeen t object to 
parity. 

Kay I interrupt you! The study thet was 
made in his shop shows that they don ' t 
in any way make any allowance fo r the · 
difference of production of a pair of mules 
and a modern tractor, is that right? 

That is one of the technological develop­
mente. 

They make no allowance in parity payment. 
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.. ll'tU a wqa ..... 1'11 Jaoap h Ul llov. 

B.at to ~are tara prlo .. ua tht pnoa 
of labor h llkt OOIIpal'ill& appl11 Uld 
aton••· Ther art not oo~parable at all 
beoau11 1D TOW' tara propolitlon 1011 han 
a OODOtpt Of tqultf OP faii'DIII iD tiM 
par!lf oCIIloept. You don't un that taotor 
at 1D OODDtOtiCIIl with ftlll• AI IIPa. 
Rooantlt aaU, 1011 u.-. a-.thlD& that 
la't t:rhtent 1t )'V1l tPT to fl'ttlt till 
..... art :c· 'b.OIUII tht .. ,. 
lntl aq ha ng to do w1 th fali'DIII 
lD a glYeD lD , 'ihll'tU pari tr a1-e 
t&lPDtll. 

Pan tr 11 no" a 
ratio. • 

.. . 
t h ID equitable 

, That 1a what ~J:eu to •• h not oo.,arable, 
rour pan tr p h I¥ rour oelllng. 

It h not a ~1'~t h m equitable-­

llarPT •a11 rour tol'llll.i h on the high aide 
'b.oau .. lt dOeiD1t take into OODiideratiOD 
teohDloal deYel.,..ata. 

1 hate to ••• the s•oretarr get into a 
dhcuu1GD •• to 11bether t!Mrt h I1J:f dif­
ftranot 'b.twtD labor u a o-at tr Uld other 
foru of co..ocUts.-1. 1 doa't think he 
oacht to. ~tt 1~· that cUuauion. Be 
probabl7 ooulcl alaouu tt tor a nek, but 
OtPtallll.J labOP 1a ID tlGIDt 1D thll riling 
pPiOtl and WhtDeYer fOU ralae Wlgll J0U 
art go{~ to ha•e prlot rittl OD the other 
ddt. You oan't atp 1t OD another lntl. 
Couldn't he aq that - I don't now Whether 
lt 1• true or not, but I think it 11, that 
the oD17 ocnatn .. iD the world that haft 
put a otillng OD wagtl UYt bttD tht diotator 
oountnu. 
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That is what it mee.na when 70u ea7 labor is 
not a OOIIDilodl cy. In Ge1'11W17 it is a cammodl t7. 

Then use 70ur argument about t7ing it up 
with the coat of living. 

How do ther he.ndle it in Qlgle.nd? 

They haven't been able to do it. 

In England thq have permitted a<•ae wage in­
creases . The7 have permitted wage increases 
until rece.ntl7, e.nd even now there are 
supposed to have been over two million 
people that have struck this 7ear in »lgland 
for higher wages, even though the7 have what 
amounts to a law against strikes, the7 
still don't we.nt to clamp down . And there 
is a good deal of diffioUlt7 in England 
though in England they have long since hed it 
up with the cost of living. The trade 
union polic7 is - when the coat of living 
goes up the7 demand higher --

But it is on a voluntar,. basis . There is 
no legialation in England putting a ceiling 
on wages. 

But in England ther have a complete ceiling 
on profits, a ver,. low ceiling on profits, 
so that no matter how rich a man is, he 
can't earn more than a certain amount in 
practice of inoame a year. 

Well, it is not c<~~~plste, it ia eight7 per­
cent. 

ht is the highest amount that a man can 
earn in income in a . "ft&r? 

He gets twency percent baolc la tor, after 
the emergeno7. 
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-·-
!!P -::,!;' .. mate. IAt • r' _.._ ,.. lo of oa.pll 
!!~,· . o•L::fl, of ... t.autl'l .. 
-• ~ loll14 ,., - .. u, auppodac 
I ti.J I 4on•t 11Ut to trent 1t beoau1t 
ao• 11l4utri .. an UllderpaJ.a. I wat 
• ~ tf llulM tUIIpl ... I aoa't lmow 
111aethir tlae ualtrj1D4utbJ h • 1004 ... 
01' •• 

r..- .-,t • teztlle ill4ut.,. 1111111a 11o tM 
HR. 

•n. pt U for •• will Jll.,loet 

.:~ue. 

'lhlta •t tlla fUM I' o_. baot qala 1114 olto 
oertala o..,. that are 11114tr-prlooat 

.l'uUr hkll Oll't of that. .. woula let 
thla p to pal'l t7 if th17 oa. 

I .at tout Goo~ tllh qa .. u. of 
-ur, wldola 11 a littlo liilt4 ill ., lllll4. 
IJiai n•'-t of tile Pl'le14at'•• *'" lla o- 011t tor parlt7 p._.tt ia Jlq' of tlah 
,...., lae h lia taYOr of parlt7 ~·tt •t 0!117 olpt!-ft w per oat lou • tlae 
ftn toT oa oatu., 11 tlad rlpt, ll'P'J­
ftn per oat lout 

:: '!f'1'"n "' per o•at lou • tlao .. k17 
U.oa, bat lao 11la in &441 tloa to 

tut tut t11a ~U~mt loaea plua tht pal'l t7. 
,.,...t plu tilt OOIIttl'fttiOil P'1Uilt tlanl4 
aot eJ:OIH tlla pari t7 pl'loto 

JOW, II.J tlaat qalllo 

Bl ta14 • he appl'0Yt4 tlat l'ltOlUtiOII but a44t4 
tlah, tlaat • rlll'Ul' ooula get &II elglatr-fi"' 
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per cent loan, but the sua of thia eightr­
five per cent loan plus the parit7 p.,..nt 
plua the soil oonaervation pa,..nt should 
not add up, the three of thea, add up 
to more than the parit7 price; if it should, 
then you would reduce the loan a, 

Jell, have that st atement, If I look to JOU, 
ben it there. 

I will han it. 

You didn't know, did you, that I ran a achool 
for~ own benefit, llr. Korrh? That ia what 
we are running here. 

Incidentally, )(r . Secretary, yeaterday 
Congreaaman Gore, Democrat from Tenneaaee --

I know about that, what you call the Baruch 
Bill, carrying out Baruch'• ideae. 

That ie right, and he doea propose to freeze 
farm prices at parity. I wanted to be aure 
you knew that, and freeze wagea aa of the 
level of a certain day, and so on. 

Well, now, juat to sua up, U. 110uld you 
aua i what JOU would lUte to aee ae aay, 
juat n view of thia diacuaaion here thia 
mrning? 

Onwagea? 

Yes. 

Well, if I were to aak -­

Have you got a statement? 

I wrote aoaething here, but this ia a week 
or two old, and doesn't include the things 
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we ha•e dieoueaed this morning. If I were 
asked whether I thought labor - wage rates 
ahould be included in thia bill, I would 
aa7, "No•, In the firat place, I would be 
of the opinion that there are enough existing 
indirect and direct controls over wage ratea 
so that so far as I can see the situation, 
wage rates are not apt to go through the 
roof the wa7 oommodit7 prices are, and that 
until the situation becous aerioua e.nough, 
it aeeae to ae we ahould not att .. pt to go 
into that terribl7 difficult field of 
atta.pting to put a ceiling on wage rates. 
We can't atop the aen troa striking, &n7ft7• 
In addition, I would sa7 that until 70u put 
a ceiling on protita it hn't fair to 
atteapt to put a ceiling on wages, that the 
coat of the wage rates are not neoeasaril7 
fair in all areae at the present tiae, end 
it aeema to ae that the traditional bargaia­
ing between the emplo7tr and the emplo7ee, 
with auch mediation ae~ces and conciliation 
boards end so forth that we have h enough 
to take care of the coat of labor as of 
now. 

Let ae ask 70u soaething. Wh7 do 70u 
think that the price of wages will take 
oare ot i taelt? 

I don't think the price of wagt1 will take 
care of iteelt, but I think there are 
controls, there are indirect and direct 
controls, the bargaining power of the 
emplo7er, the taot that it is alaoat 
beooalng unpatriotic to strike in eome areas, 
if labor in a given induatr7 is unreasonable, 
the Government can teke over the plant, 
and the7 have done it in certain oases, 
these are all factors which distinguish labor 
and the labor situation troa the situation 
that this bill 1• intended to hit. Thla bill 
ia intended to hit oomaodit7 prices, which 
unless the7 are controlled directl7, are 
going to go through the root. 
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• 
And it 1a the price ot wafe' wbioh ia 
acting aa the 7eaat to at r up labor to 
aak tor higher wagea. 

194 

That ia perfectly true, 1.! 10U take oare 
ot the price leTel o! oommodl.tl.ea, and keep 
the coat o! 11 nng !re~~ going up too high 
or too rapl.dl7, 70u haTe taken aw.y the most 
potent argu.ent tor inoreaaea in wages. 
0! oourae, eo long •• 70U doe't control 
prot!. ta, 1t .. .., to u 7011 are going to 
hue aOM ;reaat in the labor aitUat1011 too 
but since we don't control protlta, I dcn•t 
see hcnr we can put a calling on wages. 

Again{ wh1f 1lhJ does the fact that there l.a 
no ce llng on pro!ita, wbJ doea that stimulate 
wage 1ncreaaea'P 

It I were workiDg tor the Consolidated .ll.r­
cratt C0111pan7 and I saw the price ot the 
stock had doubled in the peat eix .ontha 
and that the7 ware Jlreparlng a hundred ,Per 
oen t a took dl ndena, or U' I were to read 
financial paper• end aee that the earni11gs 
ot the steel corporation, ot the big ca.paniea, 
ot the co11pan7 !or which I worked, that the 
eunlngs are nry large, and ~ wagee are 
alrt7 oenta an hour or aeTent7 centa 
or wbateTer rou haTe, I would be inclined 
t4 !eel that I should get a little bigger 
ahare ot the take ao to apeak, and ao 
long aa induatrlai pro!ita continue to rise 
and are not taken -1 troa the oorporatl.ona 
b7 the Gonrn.nt, there will be that 
preaaure upon the labor to demand ·increasea 
In ••tee. The7 just aee there is aone7 
being ade, and the7 want aoae ot it. 

Harry, give ae a thumbnail. - how do they 
handle excess protita now in England'P 

.. 
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Jell, the7 ba,. a Ttr,r atetp exctaa protita 
tax, but the wa7 tbe7 ba,. arranged it 
now, the emplo7er gate back twent{ per 
cent ot hie exceea protita which , taxed. 
It ia a aort ot forced saving tor twent7 
per cent ot the portion, ao that it i a not 
a co~lete contiaoation aboTe what the7 
regard aa a noraal rate. I have forgotten 
what level that la. I will tina out thia 
noon and gin 70u a aobedW.. ot ratta. 

Doea that appl7 to corporations, too, Harryt 

Yea. 

Yea. Firat tbe7 bad it at a hundred per cent. 

Firat the7 had it at a hundred and then the7 
gaTe them back twent7 per cent. 

!hie ia the Ieynea plan, JOU remember. 

At aeTen o'clock thia morning I juat ~ered, 
I doubted whether 70u had let Blough know 
not to come, ao I called him up. 

Yea, I did. 

Bad JOU'P 

Let his aecretar7 know and told hia to wait 
tor a further call. 

Well, I am counting on 70U (O'Connell) to 
corral the people who will go up to.orrow 
w1 th u, JOU eee, ao gat in touch w1 t.h 
Ro7. I will want hia on the Hill, because 
it the7 get into what ia the English tax 
plan I aa not going to atteapt to get in 
on 1L I bad better have Roy there, · . 
don • t 7ou think ao? 
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Ttl. 

Be wre Rof h here to f' up on the Blll. 
When will we launr, !d, t we are goiq up 
on the Hill or not' 

I euppoee not until late thia atternoon. 

196 

a al.ght nrr well mow thh nooa. I talked 
to Leon laet~t aaa he .. u lle laopea u 
would be thr at aoon. Be hu a Metlag 
ot the new SP board at 81'6. Be expech 
to be through at 12:80 or 2:80 thh afternoon. 

Let • mow u aoon u rou know. 

On the other haaa, loolH h grcnmded. Thef 
had a big atora out there aad no plaau 
oollinf through, ua the wir11 were Ill broken 
doe ut night. Tiler ooulan•t get a wire 
to Boolee tor three or tour houra. So thef 
were trTing to get in touoh with hia ud we 
will trr to clear that thlq OTer the tele­
phone. It ther couldn't thef didn't lr:now 
Whether fOU would wut to postpone fOUr 
hearing until Thuredar. 

Oh, no, I ou•t help it. Eoolee baa been 
awar tor three or tour weeka. I can't walt 
tor Eccl11. 

I hope thie will be cleared betore rou go 
up. 

I can't call up ud ear, "Eoolea ie grounded, 
will rou please ht me go onr?" Ther 
wut to work toaorro•, don' t thef? 

Til. 
Listen, that Board, there ie how ID&Ilfaeahere 
ot the Board beaidea Eoclea? 
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Well, la't thh a 4.-noJ' 

1811, lt la a oourt117 to oonault the 
ohal !'llaJio 

Well, the7 oan oertal.Jll7 get throvch -
whore 11 he, 1a Utah' 

1.97 

y... !!le7 ooul4D't laat Dl.et· 'l'ht7 aald 
the7 wire golnc to '" 1t t 1 could get 
thl"o11gh. 

Tho ra41o oo.entatore laat Dlght aa14 
that at Qgden, Utah, the linea were dOID. 

Ia that where ht le' 

He haa got bUlk htadquartel'l ln Salt Lake.­
.,, Dan, that would '6e a ahtake, wouldn't 
it, to oall up steagall ud aal, ,.I ua•t 
oou, • and when ht .. ,,, "11h7t to aa7 that 
I ou•t teatlf7 untll I aak kcolea• per.iaalon' 

It the7 are throuch with Ltoa todq, the7 
reall7 want rou to teatlf7 ta.arrow. 

I • golJII to go to t-. 

Ill'. Stcret&l'7, waa' t there ao.ethlnc in rour 
tax atat ... nt before the saate FlD&Doe 
CQIIdttee ••Tlac that unoontrolled esceaa 
protlta or lnadequatal7 oontrollt d esceae 
proflta were the aaln lnolte..nt tor labor 
to &~It tor higher waf" oont1nuall7 ana that 
untll rou took efteo lve aotlon to oheolt 
theee unreaaonable ~rotita JOU would get 
continual d..anda tor wage lnoroaaeaf 

Jell, if it la, put it baok in again. 
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!011 han aala that, aot oaoet bat aenral 
tl .. a, IDd Coacreaa dleregaraea 1011' 
ad'rloe, aa aow JOU are btlq ukta qaln 
about wage lnoreaee1. 

Ferdie i1 10 oourteoue about lt. ~. Seo­
retai'J, don't JOU ranber what 1011 ealdf" 
You lmow dUD well it wu in there, don't 
JOUf 

It waaa•t alae, it wae Ro7 Bloup•1. It 
it were alae I allthtn•t bt 10 polite. 
(Laughter). Im'( it a good Uea to refer 
bact to aat 1011 tala btfol'lf 

y.,, ao that. 

)(r. Secretar7, aq I ut a que1tlod 

Sul'l. 

Are JOU going to have &D7 oharta up theref 

Got 1D7 prett7 one1f 

I han got tha 1aa onea brought up to 
date that JOU looted at before. 

The7 have been charted to death. 

198 

Ll terall7 hundred• of chart. in the hearing 
10 tar. 

Well, it suite •• 

Rave JOU got a tavori te chart JOU waat u 
to uae'l' 

No, I just waated to be read7. 

Do 1011 han a ohart on what ha1 happened 
to wage rah1f 
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Yea. 

That ia what I would like to aee. 

We oan aake that into ona. That ia wagea 
and food pricea. That IIIli ooae up JOII 
m~. ' 
Thia ia hourl7 wage rate tor whatt 

Faoto1'7 workers. 

Well, the7 go together. 

199 

Ia it possible to get an oYer-all tigureT 

Jo, the onr-1111 ia lower than that. That 
hJ-he beat. 

Well, that would be high, beoauu that h 
organized labor. 

That exaggerates the wage inoreaae oYer -­

Sure. But ao .. bod7 aar aak the SeoretiJ'7, 
-wh7 do 7011 talk about food prioeat How 
abou~ wagu going upt• 

Well, just pan thla around. I don ' t know 
Wb7 we shouldn't use thia, it neoeaaarJ• 
It ah~a wage ratea. Just follow along behllld 
with food prioea. That 11 hourl7 ngea. 

Jl'aotol'7 workera, and it h an exaggeration 
beoauee wage ratea tor all laborer• are 
lower than that. Those are the beat aituated 
laborers, J011 aee. 

It goea right along with the ooat ot liTing. 
The7 lag, too. 

Shouldn't there lll.ao be a line in there on 
iaduatrial protitaT 
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Well, the trouble h that it 1a beoOIIIi.Dg 
inoreaainglJ hard to ascertain the proflta 
of a buaineaa, because the:y haTe got 
theae tax reeerna and all that atu!f• 
I oan get something, bu.t I can't keap it 
up to date. 

Well, the Preaident sent 111 this atucJ.y. -
it la onl7 '39 - on, this oommiaaion ln 
\iuhinf!on made it on profi ta by induatriea. 
It ian t the tariff. 'llbat 1a iU • 
Federal Trade Commiaeion? 

Federal Trade. line :you seen that bu.lla tin 
the:y haTe gotten out on profits? 

I han eeen it, bu.t I hann't studied it. 

Well, that ia baeed on '39. It ia Ter:y 
interesting. I mean, baaed on - and it ia 
all on earnings on inTested capital. 

I will get it out and atud:y it. 

The chail'lll&ll eent it to hilll and he sent it 
oTer to me. An:ything alae, George? 

There ia a - in the recent issue of the 
De~nt of Agriculture's publication 
called "Price Sl tuation • , on the f r ont of 
it the:y han a chart which ahowa agricultural 
inoCIIle and inoCIIle other than agricUltural. 
Other than agricultural ia wa:y up, :you know, 
and the chart ia a phone:y, eo to apeak, be­
oauee wbfwouldn't it be up, beGauee :you 
are emplo:ying ten to tweln million people 
llho were unllllplo:yed. Of oouree that woUld 
be up. I euppoae that J.grioulture should 
keep a balance with that ourn. You 11&1 be 
confronted with somethi.ng like that, ia the 
raason I &Ill calling it to :your attention. 
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Well, you be prepared to answer it. 
I will do the beat I can. 
Ed, any suggestions? 

No . 
Got any ideas? 
No. 

Harry? 

You mean on this wage? 

No, on rq te s tilllony • 

Oh, well, the1•e are these questions - -

201 

All right, let's co around on the wage thing 
and then we will take up those others. 
On the wage thing I s t ill feel t hat if somewhere 
in your testimon~you coula araw aistinction in 
add1tion to the t hintls thot have been said that 
~n~es cannot be trea ~d l ike oo~oaiti es becau~e th essence of tlie d r ferenoe between democracies nr to~ali'tariap Goyer~ent~, as w,ll as the h stor1ca a1st1nCt10n which has always been made, 
and you have the support of a whole body of tit­eraturebgoipg all the wai ~ck to the beginn ng, 
t hat 1~ or 1! not e co~ d tf and you clnno treat 1t that way, and 1 h t statement were new, then I would hes1tate, as Be 1 says, to get into 
it, but anyone who is fami liar with the discussion 
on this po1nt which has cropped up again and 
again historical ly I think Will appreciate the 
significance of that statement, and certainly 
latior would like to have you say it. 
I wish you would see what I have said about that 
and also what have I said about the ceilipg on 
profits . Have I said anything on the ceillng on 
profits? 
No, as I remember i t, you sitly said that unless 
there js effective control o ~refit~ , profits 
going beyond the profits of erense indbstries, 
you cannot hope for lnbor to keep ita demands 
in check. 
Well is i t your thought Ferdie, that I 
shoul d say this for ques!ion and answer, that 
bef ore we do anything else we should f1 rst 
put a ceiling on prof its? 
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I would like to see it in your statement, 

I would like to see it in my statement. 

202 

I think it is safer and it is more effective 
to ~et a rounded statement, so the peo~le 
won t saf, "Well, you didn ' t say anythln£ 
about this or that," 

i>o you ITallt to have Roy Blough cot1e in to 
help you on that? 

I think I can get the caterial out of what 
you have already said. 

He can COlle in . 

I can get it in my office and bring it in . 

\'/ell, wait a minute . Here is a statel!lent 
by Steagall . "Steagall said today the House 
Banking Committee probably vrould report 
price control legislation along the lines 
of the Administration within the next few 
weeks . Steagall said he believed the 
majori ty of t he group felt sot1e fo~ of 
governcent price control would be necessary. 
He predicted that the hearin&s would close 
r.ithin the next ten days , Secretary 
Uorgenthau and Chairman Eccles of the 
Federal Reserve are to testify this week 
after the Com:Ji ttee has finished Tli th l.!r. 
Henderson. " 

You would like to see it in and I would 
like to see what it looks like, 

I think it was good and it was logical, 

Something about a ceiling on profits . 

\'fell, getting at the prori ts on the invested 
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oapital 'ba11l. 

Will, ;rou are becinning to water it down 
now. Look at whit fOU are aayin~~:. You 
are beginning to aq that we can Tt put a 
oeillng on pl"Ofih. You han aaid that. 
Beoauae if 7ou take awar all the profits, 
all ot it, a h1Didred peroant JOU will 
tllalnate the inoentin ot ite entrepreneur 
or the oapi tali at to expand hie buainua 
and gin JOU his but. Tberatore, h 
oan'l take &war a hUDdred peroent ao we 
take aft1' 1aaeth1ng leu. But when it 
OCIUI to •e worker fOU ue going to take 
a11a7 a hala.td percent ot &111 increase 
that he hal --

~ 

~eoretarT aq1 JOU han got to allow 
liz peroent or the eight peroqt whioh 
11 IJl 1noant4af. . . 
Jilt • !Iiebl •t .sat -_ about a oeiling. 
fb&t 11 a Tt1"1 ~g. That ia, 
tor the Seoretart n<* to e&J he h 1n 
faYOr ot pl&oing a oeillq ....,ofi h h 
1caething cl1fterent thd wt lie haa Aid 
batore. It -.:t be worth wbUe but it 
ne.U ac:ae O&l'eful oouidll'&tica. lbat he 
hal eaid bator• ia to tu proti h nrr 
hearll7. I don't r..-bar exaot}T ~he 
at&tecl it. 

Y .. , allCJirl.ng th• onlT the reasonable 
inoentin ot liz percent or eight percent, 
but ne,.thing be7ond that tax. 

i hlmdred peroent, wasn't it, be7ad that? 

Not a hlmdl"ed percent tax. 

I don't r•taber hia eqing that. 
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You know, even these ceilings on commodities, 
Kr. Secretaey, are not a rigid thing. You 
take on ootton cloth. The ceilinge that 
Henderson has put on commodities are not 
all rigid. On cotton cloth they raised it 
w1 th a forty-three hundredths of a cent 
rise in the cotton price, they let it go 
up a half a cent in the cotton cloth, wasn' t 
that right, Joe? 

They tied the two prices together, which is 
a rather dangerous thing to do, They have 
o.nly done it in that one instance, in the 
case of textiles, but thel found it im­
possible to keep the text le ceiling in 
effect so long as cotton prices kept going 
up. 

You look up what I have said in the past 
on profits, will you? 

Would you like me to get it now? 

Yea, if you would. 

I would like to hear it because it is an 
important point if you are going to change 
thO character. 

).{orris? 

There is one further point. I think the 
point that Joe suggested could be well 
developed and I think you would be on 
veey sound ground and that is that there 
is no foroe short of this price control 
bill that tends to keep prloea do'llll 
except the forces of competition, when 
you are talking about commodities . But 
in labor you have several forces and 
there is nothing comparable. For example, 
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with a edlation. There ia no govel'Illllent 
agency that mediates between the buler 
and the seller on prices and there e this 
powerful mediation board that operates 
ln railway labori i t operates over the 
other fields of abor as well as the 
other factors he mentioned, the right of 
the government to ·take over a plant --

There is another factor, Harry, it se81118 
to me. It may not be important in the 
more highly organized industries but you 
still have a substantially large group of 
unemployed people in the United States. 
Until you get a complete anployment, 
your wage rate does not tend to beoome 
inflationary. It may in a given industry 
but when you consider that the bulk of 
labor is unorganized, without the bargaining 
power that the big~ organized unions 
have, they are not in a position to put 
muoh pressure on the price level these 
days except as the pressure of rising 
prloes make it impossible for them to 
survive on a lower standard of living. 

Just repeat that. I have got to soak this 
all in. Say that all over again, because 
you are saying something sensible. 

In the case of commodl ties, as Harry pointed 
out, you have a tremendous demand alllan 
inadequate supply and nothing to keep the 
supply within bounds or keep the price of 
the supply within bounds except the pressure 
of a bill such as this, whioh operates 
directly on the commodity. 

In the case of labor, while you do have some 
highly organized groups of labor, the 
faot la that you still have an \Uullllployed 
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group of - what han ;rou, fiTe or six 
million people in this countr;r plus 
the fact that the great bulk of labor 
in this country !a not organized and 
that the;r are in no position to enforce 
demands or desires that the;rma;r have for 
a higher price for the thing the;r have 
to sell, that being their services, and 
I don 1 t think that there 1e anything in 
the situation wblch wouldJ_ustlf;r the 
conclusion that the over- 1 wage picture 
is one 'flhich ia inflationary in the 
aanae that ;rou are - that the cammodlty 
structure, price structure ia, and untll 
that beccmes so we shouldn't attempt to 
do it because it is almost impossible to 
deal with. You shouldn't tey to do it 
unless ;rou know you have got a problem. 
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How muoh organized labor is there? There 
ill probably about eight million and a 
half, isn't there? 

Have you got something elee? I have got 
to keep moving. 

That is all on wages. 

It aeamed to me wise to tie in certalnly 
this excess profits ta.x before you do 
anything else. I think that wages is a 
factor and I think it ia probably the last 
one to tie in but it seems to me at sane 
point it baa got to be tied in and perhaps 
ultimately it ought to be tied into the 
cost of llving through acme means but that 
we probably ought to exhaust all these 
other things tliat we can do much more 
quickly first and keep atudfing that one 
because I don' t think you oan quite throw 
it out. 
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I have a little paragraph here that I wrote 
a week or ao ago. ~f I read it? 

Sure. 

"If we can control the general level in the 
prices through e.xpansion of productioJ?-1 through an adequate tax program and otller 
devices to whicb I have reterred and through 
the means provided in this bill, the cost of 
living will not rise to suoh an extent ae 
to exert dangerous preasure on wagea, and 
the lrrel of wages will not present any 
subatantlal problem. Of oourae should it 
l.&ter develop that wage rates are not being 
kept within reasonable bounds, other 
measures will have to be oonaide~ed . As 
yet I see no necessity for them. 

I would like to say that. 

You want that in your written statement, 
you say? 

I think so. Let's sse how it looks. 

Toward the end. 

Juat say something about wagea, that is all. 

There is one other very important question 
that we probably have discussed but I 
haven't heard it discussed here this morning, 
It ia a fundamental one. Have you got a 
miDUte? I oan juat raise it. 

Sure. 

Sane body 'I1J&1 ask you, with thia tnlarged 
stream of purchasing power whioh 1a greatl7 
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exo"aJ.Da and will ruther exoeed the 
produotion, point out that that incr~&ae 
baa got to be abaorbecl or thia bill will 
ba of no aTiil and Henderson baa said ao 
and thq will aak {ou aa Seoretaey ot 
the Treaeuey, "Wha are you going to do 
about that, absorbing thh iJioreaaed 
purcbaaing. p01rer that baa ccae out'l' 
It h KJ"e&tl7 exo .. 41ng the production 
n.lued at GUl'l'tnt pricee, It h a gr•t 
intlatiOD&l"7 toroe. You ban got aore 
&ODe1 UJID gooda and the price baa gone 
up. Wlf'atartecl on n'fing banda - real 
tanra to tad to abtorb it. The tu 
bill h another wq. Don 1 t 7ou think 
that question, Barq, will C<llt up~ 

~te de!1nitel¥. It 1a in your stat .. 
mont. 

Thq will n:r you bana•t done enough. 

I don't g_.t the point ot what you are 
saying, G"eorg•. 

There h a gr•tl1 enlarged atrem ot 
purobaaing power going iJi to the banda 
of the CODiliiUl't W thh it IIUOh larger 
than the gooda being produoed. 

SUre. 

So tht7 will 1&1 you ahould take the 
leadership in that aa Seoreta~ ot the 
Treatury. EYen though 7ou don t baTe to 
do it all, what are 70u going to do 
about it, and Henderson teetltied that 
hie bill would be nothing unleu that 
•• taken oare ot. 

•t oan I do about it~ I oan 1 t go out 

208 
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and make the goods , Vfuat the hell can I 
do as Secret ary of the Treasury? 

I want to raise the question because they 
will ask you that, 

Well, you can't - -

209 

Just a minute, Harry, give a fellow a chance, 
You can ' t - I can't go out and manufacture --

No , you can •t . That is one way, you could 
relieve the situation by increasing the 
suppl y, 

Well, I say all that in my Boston speech. 

I think there are some veople, Ur, Secretary, 
that feel that we haven t gone far enough 
in that direction, 

Well, what can I do? I am the last person, 
as Secretary of the Treasury, other than 
to keep pointin' it out and c!nting it 
out, but it ien t within my ds to create 
more goods for civilian population. I have 
got nothing to do with the allotment, 

You could absorb the purchasing power to 
a la.rger extant , 

We do that throul1;h our bonds and notes and 
taxes and so for{b, but then after that, 
what the bell can I do to create more goods? 

I think creating more goods is out but some 
people would say that you could recolllllle~d 
or could put on a more vigorous - I am JUst 
saying wb&t the oppoStion will say. They 
could say you could put on a much more 
vigorous oampaign to sell savings bonds, 
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The;y could sq ;you could put in a. separation 
wage. 

I agree with ;you as Seoret&ey of the Treasuey 
I should plug for that, which is the absorption 
thing, but when it gets to the plus side t o 
create more goods -- if it isn't in there 
Ferdie can sa;y it. ' 

It is in the statement. 

It is in the statement. 

In other words, I should do eYer;ything that 
I can as a sponge. 

That is right, that 1a what I am talking 
about . 

To soa.k this stuff up, but when it comes, 
on the other hand, to creating more goods 
for people to buy, I can' t do it. 

You are absolutel;y right. 

Now, lfr. Ha.rey. 

No, ;you have anmered it . That is the 
anmer. 

Have ;you got something else~ 

No, that is the answer to that. 

I have got to give each person a chance but 
I have got to get through. Have ;you got 
something else now? 

Not on wages, but there are other things, 
moneta.r;y things . 

All right. Ferdie, one suggestion, I would 
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like tor epeat a couple of t imes this 
idea that I am waging a fight on the home 
front . I would like to brine that in a 
oou~le of times, you see that t his is 
a f1ght at home . Now, what is the next 
thing to take up? 
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Well, I think that the question that you 
\Till probably be asked, I don ' t knor; that 
you m ll have to answer i t very - that 
you should answer it, is as to whether you 
would prefer the t ype of plan proposed by 
!.!r. Baruch to t he plan - the t ype of 
operation envisaged by this bill. It 
seems to me t he answer that you should 
make is that you are interested in the 
control of prices, coaQodities, and 
that you do not purport to be a specialist 
in t he particular device that is best 
calculated to do the job, that the committee 
has been considering experts, Mr. Baruch 
and Ur . llenderson for three or four vreeks, 
and apparently there is much to be said 
for either way of operatinc. 

Clearly you have indicated already that 
you don 't ttant to fix a ceiling tor 
11ages, which is a part of Baruch's bill, 
and if you felt that you knew enough 
about the t17o ways of doinc it, you might 
say that you preferred the ny proposed 
in this bi 11, which is nha t we called a 
selective approach. 

Can I say that in as much as l.!r ~ Baru~h 
is for Henderson and Henderson 1s afa1nst 
Baruch's plan, I am for l!orgenthau s plar" 
I can' t under:;tand - it seems to me if 
I VIas a Congressman today I would get up 
and say 11\'lell, here is Baruch backing 
Henders~n for t he job, but Henderson says 
he doesn 't want to do it the nay Baruch 

• 
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does, so how does that make him a candidate? 

That makes him smarter than. Baruch. 

Now r1ho has got those questions of Crawford' s? 

Right here , 

Do I have to read them all, Harry? 

They are quite long, aren't they? 

Those are specifically what he is going to 
ask you, according to this note, verbatic, 
so you can read the first one and discuss 
it, and it covers most of the remainder, 

\'lho is going to ask t he questions, Harry? 

If you don't mind, I don't want to insult 
you but if you would pretend to be Mr . 
Crawford for this purpose --

lias anything been 'l'll'itten out in answer? 

No. 

You know, Crawford i s the same kind of a 
fellow as that horse doctor f rom Ohio . He 
asks the questions and he doesn't give a 
damn about the answers and he asks the 
next question and the next question and 
he doesn't even wait to get the answers, 

Oh, no, I don' t think so . 

Y/ai t a minutei isn' t Crawford 
thick-set fel ow? 

Crawford is the fellow -­

That is Walker, 

the short, 
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He is amart, He went down t o the Panama 
Canal Zone to look over the defense down 
there or something. 

He is !II:IArt. 

This f ellow wears these tortoise shell 
glasses with a ribbon on tham, He is one 
of these guys that wants to ask you a 
question, "Now let me ask you this one. " 
He asks the question and l ooks around to 
see how everybody takes it and he wants 
to ask the next one but he doesn ' t care 
about the answer. He is not smart . 

He is a lot scarter than Smith, in cy 
opinion, 

And Smith isn't a horse doctor, either. 

Don't you think he is a lot mnarter than 
Smith? 

I don't even know him, 

He doctors something else. 

He did in asking Henderson questions, do 
exactly what Ed described. He would read 

213 

a question and as soon as Henderson stopped 
talking he would read the next question. 

That is what he did with us , 

(Discussion off the record) . 

Go ahead, J.:r . Crawford, 

I think l!r , Goldami th wrote these questions 
himself so that he could get tho anSll'ers 
so that he could write something in his bond 
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revin. Now let u read the. 

~. Seoretai'T, I liatened to 7our apeeoh 
in Boston on Sept~Rber 9th on the entire 
inflation queatlon with a great deal of 
interest. I am atronglf in aooord with 
all the Tina fOU txpreaud. I Ul wondering, 
however1 whether fou would like to expand 
aoaunrbat on one wbjeot which fOU mentioned, 
which althcnuth teohnioal 1a a Tital oonoel'D 
to thia o.Uttu. I rder to 70ur atate­
aent which read, 'We •1 han t o extend 
general oontrola OTtr buk oredi t. • 

•I pre~Uat thia reference waa to a poasible 
inoreaae 1n reael'Te requirements of --.ber 
banka. In the 11111 addreaa fOU said, 'In 
1918 the ooat of 11T1ng began to rise 
shalop]y but there were tn who saw ita 
aignltloance . It waa only when prices had 
risen by aevent7 percent that President 
Vlilaon reoOllllllended ILil1 ateps to prevent 
inflation. In tact, the oountey was ao 
blind to ita dangers that aa late aa June, 
1917, Congress actually hastened the rise 
i n prioea b7 redug;:fsthe resel'Te require-
lllllh tor member of the Federal 
Reael'Te S,at... The oonaequencea were ao 
aerloua tor ueey J.merioan that there auat 
be houanivea even todq who oan r1111cber it. ' 

"Mr. Leon Henderson, 1n his teatimon7 before 
thit COIIIIIIitt .. liTeral weeki ago, atated 
that he believed Congreaa should consider 
legialation right now to give the Federal 
Re111'Te Board the power to raise reaene 
requircenta aubatantial]y above the legal 
limit aa recommended b7 the Federal Resel'Te 
Board 1n their special report to Congreaa 
dated. December Sl, 1940. Do you believe 
Congreaa ahould consider auch legislation 
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Bell: 
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., ........ , u..t• 
., lltU tint ... 

I• cme aeoGDcl. Would rou three gentl.._ 
pt ICIIIthinJr iJlto ~ hiulda before Gill 
o'lloot, 111al I • propol1ng to NT on 
lallolo, 10 I OlD lhCIIJ 1t t o S1cJD17 Blllaan 
at l•oM If I • golq to aq ~ 
Clll lallolo1_ I wut to ban ICIIIthlllg 11etoN 
.. • lt alaN la a peaUGD to IDIWIP, I 
'1111114 llke te .,, "!hia 11 11bat ·l - colDc 
to tq to: 117 azul W.a b whaS I a goJ.ai 
tl 1&7 iJl llll ... P to a CJUitiCIIlo 

C.U I llaft lt 'b.J Gill o'olookf Geo1p, 
JQa &H iJl 0D tha\ tooo lz01111 u, li&PPro 
paUaa. 

!bat la the lllcl ot the queation. 

All Plpt. ICIIJ •• 

!he 111e11 11! cJa 70U bellne Cougr111 ahoulcl 
oculclar l1llll epalat1GD? 

~ iD JW ailld ad llbbillg ou t hil? How 
cl I Unv'l 

Well, lt tbia --

.bel I aaall l1ke to lit Clll the dele 11D11. 

It Wa dataet b pna oat that n ,..,...a with the F.airal RIIIPn Boarcl, 
1ft ... 11:1 that Gill atep haa been tabD 
ill the 41reot1GD ot railing ~'"'"' require­
.. ta uacl that the atatatDt etat11 that 
the 11boll 11 tuUoa 11 beiJI& •tohed ud 
that au the tiae oCilla t o aak tor 
acl41t1oaal pGII'Il'l, whJ, l'lo~endaUoaa will 
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Ball: 

'be aclt aftv the two aCIIIoih oouia.l' 
the •ttel', follcnrin& lil'cllT the language 
of tu •ta~-t. 

Can I 1tana on that atateent? 

Y11, ana JOU etand 011 that atat-t. I 
th1nk {ou aight •1.1, 1t tht7 puah 7ou 
that i aoem't aee to bt a utter ~ 
iatcU.ate vgaq to get ltghlatiOD llut 
•• &PI •tohing the altuat1011 and 1lhlll 
that tlu OCIUI WI will OCIU together to 
CCIIlgl'HI ana au for it. 

Well now, what the Bo&ri ouabt to do it 
to gin out that atat-t ~CIIight for 
tCIIOl'l'OW aol'Dillg' I prtll • 

That 1a right, that 11 what •• art trpng 
to get. 

You don't· want to 07 oome to Congreee, 
that 70u will alk for it. 

You will han to go to Congreu 1t 7ou 11ant 
aaaitional legi1lition. 

Qh ,.., 1t 70U want aaait1onalltg1elat1on, 
bout ... 

That i• what the que1tion 1•! I thinkt 
but of ooUl'lt the atat .. nt • 10 wol'Cltd 
that tht l'IO._tndatiODI U7 bt aaa. 
to the Prttidat and get authorit.r under 
hh -rc-•7 powll'l. 

21.6 
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Well, DOW, Juat a 11oond. It I han that 
•tateunt, aoun•t that, llaPzor, take O&H ot 
that? 

Yes, because he should nner have put all 
these questions in one question, because all 
70u nnt to do h anner tha laat one. Da. 
others would have been more troubleao.e. 
(Laughter) The lloond queation. 

lxou11 • juat one 11cond. Well, we oan crol8 
that bridge. It the7 don't ocu throus!h:fn 
we will have to have a bif pow-wow u to t 
I will 1&7, but don't let 1 worey about t. 
We will •it. Go ahe&d, llaPzor. 

The aeoond question 11, "The t.preaaion ~ 
vailed earlier thia 7ear--• 

Excuse me, does it bother you to read? 

No. 

Wb¥ don't 7011 take it . 

"The impression prevailed ear!ier thie rear 
that rou were veey oool to the Federal Re­
eerve sratm.'.a requeat tor addi tional JI.OWir• 
to inoreaee reserve requirtMnte be70D1 tha 
present legal 11ait. If thoee t.preeaiolll 
were eubatantiallr correct, would {!j' mllll 
tel11ng ua whT rou changed 70ur op on otr 
this queation? Perhapa changed eoona.lo 
oondi tiona and the greater danger ot intl.a­
tion, utters which thh ec.dttee •hould 
stuct, oaretuJ.lr, have intluenoed 70ur opinion. • 

That depends on the statement, llhat 7ou aa7. 

That isn't significant • 
• 

That depends on the atat-nt. 
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I can silapJ.T 11.1 yea. 

You have changed your mind? 

There has been a decided change . 

21.8 

Sure, Dan says, "Yes, the whole situation has 
changed. • 

As a matter of fact--

Did the Secretary ever publiclf make &n'1 
statement? 

No. 

So you can say you haven't changed at all, 
I think it is stronger. 

You can say the aituation has changed and 
let them--

The situation changes. I haven' t. I have 
just been studying it continuouslf. 

Why sure, you have been following the matter 
dailf. 

As George says, I never said anything. The 
newspapers worked this up. 

I think I would say that, that you haven't 
given out &n'1 statement that you have been 
opposed to this. 

We will make damn sure I haven't,Ferdie. 

You said something in a press conference 
once . 

Well, show what I did say. 

Regraded Unclassified



Fole7: 

Bell: 

Fole7: 

H.ll.Jr : 

Bell: 

Haas: 

H.ll. Jr : 

Fole7: 

H.li.Jr: 

Bell: 

- 48- 21.9 

I wouldn't anner it. I woald aa7, •I ban 
bean following the •thr verr cloeel7. • 

•nd ban been all along. • 

•I han been all along and if the Federal 
Ruern Sfatem needa aAdi t1onal powers, I will 
be the first one to cOllie d01111 here and tell 
this Committee that the7 should gin addit­
ional powers to the Federal Reeern ST•t•. • 

ill right. !bat 1a all right. Next one. 

The second, not the first. 

You forgot to •• period, Ed. (laughter) 

I think Geo~e 1a right, I oan take the position 
that I haven t chani:ed. I didn •t make &ll7 
public atat-ent. 1erdie will make sure. 
All right. 

!a the situation changes, 70u follow the sit­
uation. You tried to atuar it . 

•s. I understand that the spoke- for the 
Federal Reserve Board are now saTing that the 
Board will not take &ll7 action under ita 
present powers or under future powere it -:­
obtain fr0111 Congreu during the aergenc7 
w1 thout prior consent of the TreaBurT• Ban 
70u and the Federal Reeerve Board been etud71ng 
this queetion together recentl7; and, if ao, 
could 70u give ua &Jl11ndioat1on ae to the 
extent of cooperation between {our Department 
and the Federal Reserve BoardY 

I stand on the 1tatement. 

Your anner to the first queetion anawere that. 
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Hae the Federal eeen 1heae quntiout 

I don ' t know, 

Oh, God, they ought to aee them. 

What does the note say on the aide, Bar~? 

!he note says he doesn't want an;rbody to know 
you han seen th8111, 

-wr. Bell, here are the questions that Congress­
man Crawford ot Jliohigan plana to aelc the 
SecretiJ'1.• 

Well, u.y I aay thh? It you get to the point 
that Ronald •11• he oan't gin an answer, 
well, here are the questions, he haa got to 
anner it. 

-r am passing it &long w1 th the understanding 
that no one in the Treaau~ will tell him I 
have done so. Ted Goldsmith. • (Laughter) 

What a smart boy. He writes it tor him and 
that gets him in ril!bt with Crawford, you 
aee, and then he tell a ua to get in right 
with ua . 

Sure, and then he gate bl.a letter tor next 
week. 

You oul!ht to tell Ronald about this right 
away if he hasn't talked to Eoolea yet. Tell 
hill that »orgenthau baa got to anner these 
tomorrow. 

lie may have a set ot them, I don't know. 

They probably gan the~~ sou too and said, 
"Don't tell the Treas~ or Crawford I gan th8111 
to you. • 
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Do 7CIIllliD4 blliDc h1a7 Dla, if be haa•t 
•tarie4 OD the wiN, tell h1a that 11 the 
whole th.lu, that I han got to do thb 
thill(. I a:oa•t wut to r up there loJid 1&1 
I oan' t get together wit Ioelia but the 
Federal Reaene Boud and I are ln &gl'llllllent. 

(~. Bell left the conference.) • 
He didn't tell the Fedenl that one of the 
riiiODI we ha1'1 to han an annu 11 on aooouat 
of these questions, ao I told b1. to tell the 
Fedel'&l. 

Well, that waen't quite all of that question. 

I aa 101'1'1• 

-will the frea•Ul'1 and the Federal Rlaene 
Board cooperate 1n determining poaaible tuture 
action to raiae reaerTe requlr111111nta it 
Congi"eaa increases the Board' a powerat• 'J.'hat 
ia an •ift,r" question. ' 

I can take cue of that. 

••. ~ attention ia called to the tact that 
the frea~haa not done uq !inane~ on 
the quuter date of S.pteaber 15. Ccld JOU 
tell ua whet er thia delq has been due 1n 
p&l't to a dnil'l to oleu the air as tu aa 
credit ooatrol legl1lation ia ooncel'Did? I 
~·e pul'ahaaer• of goTe~nt aeOUl'itiea 
aigbt ha1'1 l'I&IOn tO re11nt it 1f JOU 1014 & 
long-tel"'l bolld 1aaue after th1a whole ques­
tion had been under private d1aouaaion and 
before general tuture credit pol1ciea had been 
made public. • 

He aight aa well have been sitting rifht here 
on theae oonterenoea froa those quest ona. 
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ill right. 

Number 5. "ElUaination of aome of the excese 
rese~es outstanding b7 poaaible successive 
increaaes in reserve requirement• would, I 
presume, result in somewhat hi~er interest 
rates and, therefore, somewhat lower bond 
prices, I realize thh is a ditf'icult question 
to answer and to discuss, but I just wonder 
whether, in verr general term4, ;you could give 
us fOUl' thoughts as to the probable increase 
o! the coat of money to the Treasurr which 
would result .!rom the application of legis­
lation pel'llitting the Federal Reserve Board 
to raise reserve requirements?" 

w.u1 rq answer to that question is verr 
sillp e . NobodT oan tell - but even it it 
wenl; to fi!tr or a hun~ed million dollars, 
how does it oompare with the cost o! inflation, 
the general cost h the government . I mean, 
the two things aren 1 t comparable. The two 
thlBge aren 1 t ~arable. One Wf:3' we mar get 
IO&ked td ldlllon and the other way we mar 
get soaked - how much would a hal! a percent 
be on tbe whole public debt? 

A hal! ~cent o! fitt1 billion. It would be 
hal! a billion a fe&r. 

Two ~ !itt, ~ilion. 
• That h what I llelieve . 

That assumes fOU have to borrow on fiftT mil• 
lion too. 

Yr. Seoretarr, there is one d&dker--

I just said that - I would ·~· if ;you had to 
borrow the half percent on the whole debt--
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It wnla 'k twD Jau4re4 t1ftr 111ll1oa clolJ.uoa. 

Coilpvecl to tJae taot that thla other th1.Dg 
alght 'k ta '-tUiOA. clollara. 

I thillk there h another angle to that. It 
you annered that ..,, the tel101r 1n the II&Pkot 
will aq, •The S.oreta17 ot the 'l'ri&IUJ'7' h 
going alODg on this thinf. HI baa •d• up 
hla lllnd. I aa williq o tab the ooat, enn 
it 1t do11 hit tha boM Mri:et pretty hea'riq. • 

That b all right, im't it, George? 

Jo, I aon•t thiDt ao. 

lbat h the • ot tiling 1f1U.P trigger 
on your liz- ao you oan lhoot tuter 
to 1l01r ;yoaraalt dOirD.? 

Turn the trigger baok. 

Let it ruat. 

Let a little rust aoou.ulate. You are getting 
to be a relUlar trigger UD.. That isn't good, 
what was i£? . 

I don't kD.Oir. Slow down your t i re. 

Dlapa JOIU' powder • 

That h a good one. Oarrle 11111ted to put in 
the atat .. nt, )(p, Seot'et&J7, aaethlng to 
the etteot that would tab oare ot this thiDg. 
He aqa !IPeat Britain and C.n•d• han sort ol 
iDdioated they are going to tinanoe this war 
on a oert&ln reaaon&ble letel and so on, and 
he aqa you lhouldn't ~t the •rbt feeling 
that th11 11 the top. Fl'OIII thtrl On bond 
prlou are going down. '!'hat 1a not 1n it, 
but Currie was YePT important OYer there at 
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that .eetlng yesteraa, in getting the 
Board, I think - it is just a aatter of 
opinion. They asked him whioh state•nt 
he liked, end he liked the one we brought 
over, They had a little modifioation. He 
said he liked the first .one. He also added, 
which I thought was important, thAt the 
President these days is very busy, that he 
certainly wouldn't want to make a decision 
on aey problem like this and put it over. 
I think he wes quite insti'UIIen tal. 

Good. I got a report that Currie - now 
this is important. I have got to look at -r 
apple prices. 111 right. 

This question, ~. Secretary, is directed at 
something a little bit different. It ia very 
speoitically directed at getting you on 
reoord as to whether you think bona prices 
are going to go lower . 

That is right. 

That is what he wants to know. 

Well, I have alW&J"s handled that, !larry. I 
know how to hAndle that. That is something -
I alftJ's aay it is in t he lap of the gods. 
How does anybodJlmow? No, I have never gone 
around aaking forecasts. 

Number six. -when you apieared before the 
'la;rs and Means COIIIIIIi ttee n connection w1 th 
&Jaendmenta to the Uberty Bond lot to give 
you a greater discretion in setting up the 
defense bond issues now on sale, you stressed 
the necessity of selling as mAn1 of the • 
deficit Treasury securities as possible--

ls many as what? 

Regraded Unclassified



Foley: 

H.II.Jr : 

Foley: 

Bell: 

H.ll.Jr: 

Bell: 

Foley: 

Haaa: 

B.lf.Jr: 

Haas: 

-·-
•or the def1o1t !rta1Ur7 aeoar1t1ea aa poa­
a1ble to baD& fide 1nYeetora other thaD 
o-roial bute. Oil thh point your opiDion 
&D4 that of tht Federal Reetne Board hae 
&lftJI appeared to be in agre-nt. Do 
you belieYe leg1elat1on inoreaetnR maxi-
mum reeerYe requirements will oon~ribute 
toward the attainaent of thia objeotiYe?" 

I don't kncnr how to anner that one. 

(Mr. Bell returned to the oonteranoe.) 

Want me to read it again eo Dan can hear it? 

They are talking to Eoolea, eo I had to get 
Goldemreiaer in and han him tell Ronald 
while:t. waa on the phone, and he eaid he would. 

Did you tell him about theee questiona? 

Yea, to tell hia that you would be faced 
with these questions and that you will have 
an embarrauing tillle getting out ot them and 
it ie essential that they aettle that matter 
todq. 

The question Dan, 11: • you bellen 
lelialation lnoreaalng reeene requirements 
will taoilltate the aalt of detenee bonds to 
the public aa diatingubhed troa c-rcial 
bulter 

Bo, it doesn't increaee a aan- a real 
a&Ytr'a desire to buy securities. What it 
dote 1a ehut the banka ott 10 they can't bur 
thea. 

Ia that right? It makee it more difficult 
tor the ba.Dka. 

What this does, it absorbs the banklltunds 
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1hl.te: 

B.li.Jr: 

Bell: 

Baae: 

IIOl'l'ia: 

Bua: 

B.ll. Jr: 

'MUte: 

Kuhn: 

Btll: 

-·-
•Ua-a...•tMY~..,._.,. ~ - _., ~ 1t, 1lllt ~ 1t ao::;., 
s. ....... a.i1H ot tU ..,., to ..,. .... 

It fOI'Otl fOil to~ a JalP.r llltereat rate, 
ad lt f01l par a hllher lnhr11t rate ana 
lhut tJW baDJtl ott, Wl'e fOU will selliiOl'l to tlae pubUo. 

U it ... Ull' etfHt at all, it will Mkt 
U _,.. attftoUn to 1:1w J1CIIl-Mnk1nc lD­
'fU\01'8. 

It will ban Do etfHt at all Clll the pre1111t 
11~, llat lt Wa aoUCIIl, oarrlea to the 
hll irftat, lDOI'IIIII llltereat rat11, thlll 
fOil waald baTe to 1Dor•11 1Dter11t.rat .. 
Clll fOill' aa'rlnp bona, 11hloh woula 1n turn .U:e 
tllllliiOI'I &ttraot1Te to the 1Jl41Tidual W 
'llhloll would probabl7 make th• •llv to 
11~1 lt 7011 want to go throup that atep. 
Ia tu.t rlghtt 

Wall, , .. people would 8'f'lll argae 111 th that. 
'l'haY ola!a that b,r 1nor•a1ng tlie rate rou iOD't tell 1D7 more. 

I aa14. "Do 70U n11d to aq 1D7 ot thatt" 

Jo, I b't th1Jlk IOo 

Jll I ooula ~ 11, lt it baa 1111 etteot at t!!,,lt wa1c1 me 1t 1101'1 dlttioult tor the 
to ..,. &114 •ller tor the lnnatora. 

•u it haa ID1 etteot at aU, 1t will be to 
rai11 1Dtll'lat rat11. • 'fhat 11 'llhat I woala ...,. 
It rou 11111eated tha 1Dter11t rat11 Clll aaTlnp 
'bona. ~-~~~ ollaued 11p!&Pa, people would 
hold ott, woulcbl 'l theji 

'!'hq lllght. 
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li&al: 

'ilhitt: 

Bell: 

Haas: 

Bell: 

li.LJJ' I 

H.K.h't. 

Foley: 

H.K.Jr: 

Fole,r: 

H.I.!.Jr: 

Foley: 

B.K.Jr: 

·N-

I tJWat tllat '11'111114 he a 4ettrHat. 

'lh11 11 the blc va-nt aphat rablq re­
IIPn Pequl~b. 

I think 1t 1a better to •&J it will han no 
immediate etteot. 

Yea, that 1e rlflllt. I wouldn't go into the 
detalb. 

'!'hat 1e right. 

fill fOU holcl nel"J'thiJur OD that while I 
take thb teliphoU oall. 

1 !eOPet&l7 lett the OOAterence tor 
teen ainut11 aDd Ntuua.) 

We r.• on uuaber six. 

Go ead. , 

~ one that all thaae people bellen 1a the 
1111\ C the--

What h that? 

the ....teat question ot all these queatiODa 
that Gol.aalth haa put d01111 here. 

~e one that h ocaJ.nc? 

Ke, the one we juat read. 

I see. Jll J'ight. Thia 1• tun. 

Dan vote out a "duolt" on that one . 

Let' a han 1t. 

• 
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Jfol'l'h: 

H.lf.Jr: 

Foley: 

Bell: 

Foley: 

H.W.Jr : 

Bell: 

Foley: 

H.W.Jr : 

Foley: 

- 66-

•1a to aar t.l.diate direct affect, no; ae to 
pouible tutllre ettech, pro'b&bl.r of an 
lJidirect nature, that ia one of the -.u, 
things we are atud.rinJt ae abeadT conred in 
the Federal Reserve a~atllllent.• 

Wonderful. 

Number aeven--

Ei ther the t or just bruA it ott, 11r. Secre­
t&J'1, bf--

Sqinf thet •rcclea and I are ~tting along 
fine. 

Can &DTbodT !.agine !coles' blood pressare 
todq? Here I am ring to go on and here 
he ia out there an here ia this thing that 
he has been fighting tor and he can't get 
at me and so forth and ao on. He has got to 
do it over the phone. can 70u imagine? 

I don't believe the7 wi ll follow up on this 
question. 

I don't think Crawford will follow up on anr 
of these questions. He will just read th .. 
and l ook '6lank and rou can answer 1 t aJ11W8¥ 
TOU want to and he will go on to the next 
question, 

I will l ook natural. 

auaber etTen, "Ur. Secretaey, in your Boston 
apeeoh 7ou said, 'We m11 have to create con-
trols over selected capital expenditures.• 

/ 
Could 70u tell us what 7ou meant b7 that 
tal'Dl? Does it impl7 additional steps to raise 
credit along linea of the recent installment credit 
regulations?" 
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Belli 

H.K.Jrl 

Foley I 

O'Couellr 

Folq: 

Belli 

lhite: 

Bell: 

rolq: 

H.V.J'r: 

...ast ••,'•· •· •u. t•nllt tllat Ioiii ,. .. 1\:IJ' -... 

.... ~ haft to • ' 1a fOil' reoat Boltoa 
•eoh 7011 ea14, 'We .., han to oreate eon­
bola OYer Hltotti Olpl tal ezp...U t11Nio I 
Co1114 7ft tell u 1111at fVIl •ut br tllatt• 

'!llat 1e •t - ... m.l:r1q .... 

,_. U ~ IMitloaal at.,a to NiH 
-.at ~ the llua ot tU n-t 1utall­
..t onilt nplatlout• 

lal• ...Ut. llalt ...aJ.tf 

JlalN ...alt. 

It J!lq tate that ucll. It.., ... a 
oapital UDatit'IINI &1111 hnee o-.ittee to 
ooatrol all the oap1 tal ezpell41 turea. 

Be baa tllat queetion to uner. 

!Jaat 11 OU of the a11J th.1Dg1 that UHI 
to h lt1ICJJ.e4. 

I '•• elpt. 8 Doee oODtrol OYer Hleotecl 
otpltal ~ tvea ~:II' &Ill c11Joeot OGDtrol 
Oftl' tile ue of ulltilll avpl.11HI of oor­
pGNtilut 1foa14 JOil propo11 ooatrola other 
t11aa Jriepltlea ml ao forth oa the ut1llea­
t1• of edat!Jig oorporatiOD nrplua.U it 
otat.Dlat.a tu enotiOD of a nn pliDt'l 
I •*.a tbla queetiOD beoauae the oalh nr­
pllaa of -.,q oorpontiODI h llbq to in­
oreaae 11ha the pr11ent large, but 1D aDJ 
01111 noa-replaoeable, iDYentoriee haTe been 
utillaecl.• 

Well, I oan eq I aa not prepared to usnr 
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Jiaas: 

Ball: 

'1/hi te: 

Bell: 

O'Connell: 

Bell: 

Foler: 

H.li.Jr: 

Foler: 

that qu .. u •. 
You ue etuq1q it. 

You oould R1 that those caah balances ue an 
illlportant factor in the dtuaUon. 

Those &Pe the Tt'f7 thingl' we ue atuqing 
now • 

.&Jid that 11 the Yll'f thing We &PI 1tuanJur 
and cooperating w1 th the &n1 orpnhatloni 
that ue tl"7ini to control prio ... 

!hat hn 't a oredit JU.tter IJI1Wil• You 
oouldn't oontrol it except br priorities 
Te'l'f well, oould 7011? 

i oapital isauea and expenditure• oalldttee 
ooula control it. 

i lot of those inTestaente are being spent 
in tax anticipation notes. 

Thh 11 the laat. Nlaber nine. "Do you 
thillk reatriotlone ehould, under pr11ent con­
di Uou, be blpoaed on credit granted for 
reeidential building construction? I 
notloe ineh11unt credit of thie nature was 
epeoltioally excluded fraa the President'• 
lxeoutin Order whioh furnilhl4 the baaia 
for tha recent inatallaent credit regulation•.• 

start OTeP. 

'tlo rou think restrictions lhould, under preaent 
conditions, be iapoaed on credit granted for 
residential building construction? I notice 
inetal.laent credit of thh nature •• epecifi­
cally excluded troa the President's ExeoutiTe 
Order whiah turnished the bailh for the reoent 
instali.ent credit regulation•. • 
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White: 

Foley I 

White : 

Bell: 

Haaa: 

H.ll.Jr: 

Be.Ll: 

0' CoiiAtlll 

Bell: 

0' C01111ell1 

R.ll.Jr: 

• 
. ... 

Ia .u.. ...... lllou14 Coacnll ~· ~ .. laU• to~.,,,_., .Utl"Md ...Ut 
nail u Ill u4 lla114lJIC aa4 loaa J.uara" 
at the pn~~at t!alt 

Col11.4n't 1011 ~ that the lildtatlon on 
builcll.!ut 11 alreaq being taken oare ot 'at' 
pr1or1tlll'l 

B,r pr1or1 tl11'l 

.b4 :roa •• Mt 1la tnor - rou aon 1 t thiDt 
&liT legltlatloa 11 neeclecl at thle tW• ¥ 
•u, I 'tc.~u.n it te ...a.a ... • 
111tt .. 
But w are attiiiPiilillti 
tloa.,. 

'lhatf • 

I 4on 1 t :i1..L1t 1.i 
1 t 11 1la tklilltl • 
apniil11 to oon&ol it. 
lJidt on 110rtpgu boca !Wtm,. aenav. 
lot aalT that, but OPK 
to oertalla tJpea ot N1111111 
to a Mrtalla •n­
ot ooat. 

W three h1IDI1Pel tho&..l ot-- I 
'l'bat 11 11h.,.. ,_ banl; ltart t~• tha 
4eo111on ..,._,. -~ 

Iebon tol4 ue at l.uaoh tbt he n• going to " 
l1Jd.t 1t to two hun41'14 thoul&lld h0UIII1 aa4 
the I aa 1n tha paper, thP11 banclre4 thoaaaa4. 

t 
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Bell: 

O'Connell& 

Bell: 

O'Connell: 

Bell: 

O' Connell: 

H.ll.Jr: 

Folq: 

H.X.Jr: 
tl ~ 

Bell: 

Jl.li.Jr: 

llorrla: 

H.li.Jr: 

White: 

·•· 
• I 1lnlleN4 1l tlao11 bou11 .... lu~:~l.F oaa-

flu4 to a.t... ..... tbat tJuo .. limlanc1 
tbftiUIIl, c1o 7011 li:ulrt 

I4 ... ~~~were. 

Do _rou th1at tbat ftl oYer IDd abon the a.t ....... hdaalnc'l 

lfo, I th1Dk 1t na witholat repr4 to clefeue .... baa"••· 
. II 
~&:liT UM'l 

Yul NORM I th!Jik thq thou&ht the cl-.4 
'111111114 pl'O'bt.bq telte oare of the dtuatiOD 
rather tha to Jaan th• attapt to piok out 
11hat -· the--

!holl al'G't bacl. 

low, let' 1 go &rOUDd the room IDd eee who 
oan th1Dk up eoaethiDg toullb. . I lligbt get 
awcl aCIIItbillg. Wait Jua£ a eeoon4, do you 
aiacl, 14? 

lo. 

Let ' • go arOIID.Cl. 

I Jaann•t thoqbt of uq. 

You 11111 get a 11001111 obanoe. 

lo, air. 

llan1'l 

, 

I t:h1Jik thQ' are apt to aak {ou 111'11'&1 que•· ' 
tlou on ~lcl, e111'1r, et oe era, thaD tliq 
JIU'tioulaiq- IOMboq 11 apt to trot oat 
1M Fe4enl Reael'1'e Boiuocl fOUl' poillta *ioh 
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H.ll.Jr: 

White: 

H.V.Jr: 

lhi te: 

H.V.Jr: 

Belli 

Vihi te: 

H.V.Jr: 

White: 

H.V.Jr: 

lhite: 

B.II.Jr: 

-eo-

tA., 1ald woul.a 1Wul 1a the .., of bltla­
tlon, ana tiler U'l cow to alk fOil whetMr 
JOil agree with thla eltUr 1D41Tldll&llT or 
llp&P&telf. . 

OD.e 1a ailnr. 

Silnr, which ia eaq to handle. 

I han lwadled that. '!'hllua O\ll'l'IDOf I 
lalow how to handle that. ' 

Powere of the Pruident. 

I lalow how to haDdle that. 

Stebillntion. 

And the iuue of gold ooina. 

I know how to handle that. 

And the Federal Reaern Board open market 
opeP&tiona. Well, that hn't illportant, 
tho•• fov. 

I aa all right on thoae. 1ft aind 1e olear 
on thoae. 

An additional arpent in faYor of keepl.ng 
tu pre1idential powra to alter the gold 
oontent •• prortaea bf B&ruoh' • etet-t, 
1Jianll it oc.1 up and ahould 70U feel it 
uoe•l&l'f that he ..,,, "After tha ar n 
aipt f~ CJQI'eeln• in a position in which 
•• are UD&ble to oCIJIPeh. • '!'hat 11 exaotl.f wbr rou went the power• to aeet that eitua­
tlon should it arhe. All rou han to do 
h alter tha bqing prioe of gold. 

I thought 7t111 aaid that •• the 0111 atate­
unt where 7t111 eaid he na wrong. 

Regraded Unclassified



lhih: 

B.Jl. Jr: 

White: 

B,ll.Jr: 

White: 

B.ll.Jr: 

Fole;r: 

0' Connell a 

H.X.Jl': 

Foley: 

·11-

11111" M tiill't ...a.ntua tlalt tat 
J1C111U abta. 

Bat I oaa ue lt'l 

It thq pulh JOU. 

What tlle, RlrP,r'l 

Well, thq will pPObabq uk h01r aJ>oo4t the 
ao14 that h ocm.r ill, ana thtJ .., ... JOU 
qulltlOILI Of hOir •ch gold JCIIl VI pttbg 
flo• TUloua ooantri11, floca llltseia pt.l"tiou­
larq. .. ha'ft the faotual lniWtra; to all 
the •teJolab. I think .olt ot the other 
qu11tl01L1 thq wlll aek JOU will be taotll&l 
Whloh 1P wlll ha'ft reaq tor JOU• 

Good. 

•at eleet 

Well, fOU will get a aeoond ohanoe. We will 
OCIM baok to JO'Q. I will 001111 baolc to you. 

14? 

'ftlt th1Dg I wanted to ralae waa the dilcus­
aloa JOU and I had about Wllllaas, O'Coanell. 

I th1Dt -boctr ou~t to untlon thet. It 
h aloag tU lli11 of what Ban7 was hl~Dg 
a'bolat. 

Wllllaa'l 

CoUHIIUJl '11111 ... froa Jliuouri who h the rW• 
~C.. '' ... ber of the Committee, He ie 
interested 1n eaae .onetary matter• that he 
would lite to question you about. HI oalled 
Joe and Mid tliat he would like to ask you 
laM que~tioae, but he didn't want to take 
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O'Connell: 

H.ll,Jr 1 

O'Connell: 

H.V.Jr: 

lhlte: 

Foler: 

O'Connell: 

Foler: 

~r-m:-.:r.=.. ~-~-=·~· t.•u•u •• u w li-.. .. u.t ,_ 
so 11 llililr Ja ..tv 10 *' be .. Pti1r te .. ,... 
!'hat b l'igbt. a. liked .. Vcm4., u 1t 
111111114 be poaliblt for • to ~ to line 
hJa han i11Jbt ua bov wltlllan711bitt or rar•• 1a aclYuot of 7C11U' t11tW., 10 t11at: 
M 101114 ~ bla- tlttwl:1zc oa tbt 
tdefw! atntloa poU-.r 11 Nprcla pld ..a 
abo .. tlat 1011 wnl4 ..... tiPt ot 
... ltlOil that M apeoW to au 1011 t1R now 
.. tlat ,.. ..u ........ 1a tha """ tile 
.. ..., .. tu~au .. tlttt botllt1'14 IdE. 
It 18 ftl7 hi • tltt polat, I aa 
JH!Un alI to b1R tllit I 'Nil4 111 
lt I :ftl.m•t pt hill topthep wltil lftrl7 
lldtt toa,. 

1lhta oua 1011 4o it, Bti'I'J? 
I tb-pt tfttl' n lean htl't that I wald r 
4owa tiel if I GIUl ~ to 111 1rJ JH •11 ooald oall1011 (lhlte) iD4 Rite Ill ~la'­
Milt tv 'llhiMnl' o...,aleat to botll of J"CCII• 

All l'i&lat. 
&n an - qu•tlou thtt Woloott ubcl. 

Well, Woloott ia•t then, lt ha, lot? 

lo. It_, be baok. I htTt got a wbole 
Uat of ~tatiOill that h• 1a41oattd ha WD1Ilcl 
au pnoU~ all tM wltu11t11 but: I 
doa't w.t n ued to wo"7 abcna' b.la. 

Call 7011 flJIIl oat fl'oa his ottloe if he ia 

c~ :::tt:r;..uc!:.11tt1h~.:; ::e: 
to h u..--
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i! .!:. Jr : 
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?. . ~. Jr : 

?oley: 

·.'/hi te : 

Bell : 
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Foley: 

li .!:. Jr : 

- 63 -

Well, I would rather - unless you know -
I mean, you can have a--

236 

I wrote down from what he said to Henderson 
just a few words. lie wants to talk a bout 
government spending, excess reserves, interest 
rates , increased voluoe of currency, re~oneti­
zation of silver, tho eold and silver purchase 
policy, expansion o.r purchasing power by 
expanding payrolls , obligations o.r the Uni ted 
States as security for the i ssuance of re­
serve notes, the President' s authority to 
issue three billion dollars of greenbacks, 
i nfluence of taxes, the influence of sterili­
zation of gold and silver so that t hey can 
not be used as a basis of credit. That of 
course is as broad aa all outdoors. 
It is l'lhat he indicated he wanted to ask 
Hender son about. 

I hope I won't be there. 

He i s the SJUIIrtest fellow on the Committee . 

I knor1 he is. 

He is the best mxn on the Comcittee . 

They will aks you what things you think can 
be cut in government expenditures . 

I can take care of that. If I can ' t , ·.mite 
1Till. 

That is for another committee . 

All right, Ed? 

Yes . 

George? 
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H.t.as: 

H.J,I. Jr: 

O'Connell: 

H.JL. Jr: 

O'Connell: 

H.W.Jr: 

O' Connell: 

H.M.Jr: 

I don't think of &D1thing. 

Joe? 

237 

Well, on the bill partioularlf, in your 
statement you indicated that you do not 
like the hundred and ten peroent ceillng 
ot f&l'll prioee. Now, I take it they will 
probablf ask you what you would like, and 
I suppose--

Then I trot out the Preaident•a atatament. 
You fellows knocked that into me d break­
fast about a 110nth ago at 11q house. 

Would ;you want to - they migllt aak you a 
question about rente. There is a proTlaion 
in the bill tor a limited oontrol of rents, 
onl1 in defense areae, and only rental of 
apartments where the roomrent la lesa than 
fifteen dollars a month aa of the time it 
starts. Now, Baruch suggested that the 
rent oontrol provision should be as broad 
as tbe rest of the statute, that is, that if 
you want to control rents you ought to be 
able to' control them all over. 

Now, I don' t know whether you would 'allt to 
comment on that. It is part of the coat of 
living but the problem 1a a little different. 

What do you think I should say? 

I think I should go along with the provision 
in the bill. The problem is most acute in 
defense areas except that the President has 
a pretty broad power to define what a defense 
area is. 

Itwouldn 't be too bad to agree with llr. 
Baruoh on that it they ask me it I do agree? 

Regraded Unclassified



Haas: 

Bell: 

O'Connell: 
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O'Connell: 

H.ll.Jr: 
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H.lti.Jr: 

O'Connell: 

H.II. Jr: 

O'Connell: 

- 65 - 238 

SUre. 

Why wouldn' t it be well to ee:t that 10u 
thlnk the bill ought to contain aa broad 
powers as possible. 

One is the legal reason. I think when fOU 
get into attempting to control rents in 
local areas where there is no defense area 
inTolved, there is a much more serious consti­
tutional question about the power of the 
federal government to enter into that field. 

How would it be, Joe, if I said if it was 
lega.llT poesible, I would like to see it 
oonr the whole count17'1 

It fOU are - I had a rather feeling, though, 
that adminiatrativelT it would be Tery diffi­
cult for Henderson or anyone else from Wash- · 
ington to do a good job on controlling rents 
ali over the countr,. 

But f r om the standpoint of the public, if I 
can make a gesture in that direction, it 
doesn't do any harm. 

Leon wouldn't object to that either because 
the main objection I heard to broadening it 
was t he legal objection and--

Ia Leon going to be up there while I testit,r? 
He sat r ight at Baruch's elbow, I noticed, 
in the picture . Didn't he? 

Yea he was there. I don ' t know whether he 
wili be there tomorrow or not. I will f ind 
out . 

Would it be helpful t o me? 

No, I don' t think so. 
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Foley: 

O'Connell: 

White: 

Foley: 

B.11. Jr: 

Foley: 

O'Connell: 

H.ll.Jr: 

O' Connell: 

B. ll.Jr: 

ICuhn: 

H.ll.Jr: 

White : 

H,Jl.Jr: 

'lha t do 7011 think, !d? 

llo. 

I don't think you need his help. 

They must be tired of looking at him. 

Nohbecause he - well, he is such & bombastic 
fe ow. He gets st&rtedi and he will keep 
right on t&ll:ing. I wou d rather not han 
hiJl there. 

lhT not s17 nothing and just let's see what 
happens? I don't want to tell hia to be 
there or not to be there, but the chances are 
he won't be there because he 110st lib:Q- has 
got a lot of work to do . 

That ia right, and I as~ the reason he 
was there with Baruoh was because Baruch asked 
hill to be there. 

I 111 quite sure of that • 

Let nature talce its course. 

What else, Joe? 

Thoee are the •in things that bothered ae. 

ill .right. Ferdie? 

Nothing. 

Bar~, aD1 after- thoughts? 

No. There will be a lot of questions on 
aoner, but they will be the u.me ones you 
have been asked before. 

Let 1111 get rq timetable straightened out • I 

Regraded Unclassified



White : 

H. I.!.Jr: 

Bell: 

H.LI.Jr : 

Kuhn: 

H.ll.Jr: 

Kuhn: 

H.M.Jr: 

Kuhn: 

H.ll.Jr: 

Kuhn: 

H.JLJr : 

Kuhn: 

H.ll.Jr: 

- 6'1 -
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have Bewley coming here at three. Do fOU 
know what he wants? So111thing to do with 
the Russian thing. 

He spoke to me . He said he wanted to diseuse 
it with you. 

Do you (Bell) want to sit in on it? 

Yea. 

ill riJdlt . And I told Cochran to be here. 
Now, wfll you be ready tor me at three-fifteen 
with ~ draft o! ~ speech? 

With a complete dratt? 

Yea. 

It is a little earl7 if we have to get the 
labor thing thrashed out this morning, but 
I will do~ best • 

• 
Well, I mean if it is-­

Three-fifteen this afternoon? 

It ia pretty near a deadline, because I mean­

Especially it we are going t o have to go ctrer 
it again. 

Yea. 
Especially if you want some more changes. 

If this same group oan oome back at three­
fifteen; and Bell, if Morris has aD1 spare 
time, let him - for instance, in between 
these , while he ia waiting around, if he has 
got an,y spare time, let him - turn him over 
to wboenr your man ia who looks after our 

I 
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Bell: 

H.ll.Jr: 

Bell: 

H.LI.Jr : 

Bell: 

- 88 -

ti"Uat flmda. Who h that\' 

Hetteltingel'. 

Then put him up against Hettel!ingel'. 

He does moat ot the watching. 

It he haa &D1 time, put him up against Hettel­
tingel' . I would 11lte hill to go into that 
next, to taaili&l'ize hiaaelt with that • 

.lll right. 

(Telephone oonYeraation with Mr. Currie 
tollowa : ) 

• 
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RJ(Jr: 

LaUOillin 
Currie: 

Sept .. ber 2}, 1941 
10:45 a ••• 

You were YerJ helpful 7eeterda7 OYer at that 
meeting. 

Oh, I'• pleased to hear it, I juat hadn't 
realized I wae. 

HXJr: No, the bo7a eaid you were Yery helptul. 

C: Fine. I think we eottened thea up a little 
bit. 

lli!Jr : The7 tell •• that the laet hour or two theJ'Ye 
been on the wire With Marriner. 

C: Ob. Re'e out eoaewbere, 11 he7 

lli!Jr : Yee. He • a a till in the Rook! ea. 

0: 

HKJr : 

C: 

HI!Jr : 

C: 

Ob, reallJ7 

Yeah. 

My God. 

Can JOU imagine bow be muet be teeling? 

(Laughe) Yeah. 

lli!Jr: Whatt 

Re muet be running up quite a tel ephone bill. 

I 1 d hate to take hie blood preuure. 

(Laugbe) 

Well, anJW&J, •••• 

Well, oan be- can the:r get agreement by •..•• 

I don't know, but I'm going oYer the tinal 
dratt ot m:r apeech at three t1ttaen. 

Ub huh. 

242 
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lDIJr: 

0: 

f!IIJr: 

0: 

Hl!Jr: 

C: 

IDIJr: 

0: 

Hl!Jr : 

0: 

Hl!Jr: 

C: 

- 2- 243 

And I'd lUe •ei'J woh, it rou're not tied up, 
to be here. 

Fine. I would like to. 

And then &leo b7 that tiae we'll know one ._, or 
the other ••.•• 

Yeah. 

• • ••• ~hether the Board and I are together or 
the Board and I are - and Marriner - are aeparate, 
eeet 

Yeah. One ••1'7 uaetul purpoae ot that aeeung 
renerdar wae that 1t 1nd1oaua that the Boa.rd 
the reat ot the Board h prepared to go along 
on that atateaent, rou aee. 

Right. 

8o it doea lea•e Marriner a bit alone on it. 

Well, it - the three titteen, we'll know 1t. 

Tey. 

And· •• • • • 

You wouldn't Rind it I ak.ip out tor aWhile about 
tour tor the Prea1dent 1 e praaa oonterenoe, would 
JOI.If I ..... 

HIIJr: No, no. 

C: I uauallr attend it. 

IDIJr: 

C: 

Well, we oi.J8bt to - ob, no th17 oan - and JOU 
oan put 1n a oa11 here and tell thea to let rou 
know 1t he'• running late. 

Yeah, 7eah. 

HMJr: Ob, aure. Sure. 

0: Fine. 
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HMJr: And thank 70u. 

C: Olul7. 

I!IIJr : Good-b7e. 

Regraded Unclassified



H.M.Jr : 

Bell: 

H.U. Jr: 

Bell: 

O' Connell: 

Bell : 

O'Connell: 

H.li.Jr: 

Kuhn: 

H.U,Jr: 

Kuhn: 

H.M. Jr: 

1'/hi te : 

H.ll.Jr: 

- 69 - 245 

Well, I can't tell you how much I appreciate 
thia and--

AnT indication that you would get through 
tomorrow morning? 

I don't know. 

Joe, do you know whether t hey will go around 
the Committee like they have in the past? 

I don't think they will go around t he Committee 
the w~ they did with Henderson. With Baruch, 
each man was given an opportunity. They 
were much--

He finished in one morning, didn' t he? 

No, he came back in the afternoon. His 
statement was longer than the Secretary's, 
I think. It took him about three-quarters 
of an hour to give the statement, and they 
recessed at twelve o'clock. I think Williams 
and one other man are the only two that 
questioned him before lunch, and I didn't 
go back after lunoh, so I don't know how 
long they kept him. 

I think you could blue-pencil that statement 
some. 

Cut it, you mean? 

I think so. 

All right. 

Harry, are you available now? 

Yes, I am. 

You seem worried about something. 
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White: 

Bell: 

\111ite : 

Bell: 

H. loi.Jr: 

Bell: 

l'nlite : 

H.I.I.Jr: 

Bell: 

White: 

Bell: 

Foley: 

Bell : 

H.!.!.Jr: 

- 70- 246 

I waa just ~ondering about the bill for ap­
propriations on the lend-lease. 

I haven't heard a thing on that. 

You said, "Tuesday. • 

They started those, and I thought m~be the 
fact that they ~ere trying to rush it through, 
nth the President's asaiatanoe, that ~be 
they ~ould leave us in testifying. 

I look to you if the Treasury ~ts sc:~~~ething, 
don't I ? I mean, it they ~t SCI!Iething of 
the Treasury. 

They do. 

Cannon sent ~ord that he ~anted somebodJ" from 
the Treasury up there to testify, and they 
didn' t give the date . 

Well, we have got t he statements pr epared on 
their assets. 

Who is going to give i t ? 

I under stood you to say you wanted Harry to 
go to handle it. 

No, I think it ~ould be a mistake not to have 
llr . Bell. 

He wants • to go. 

Well, the ~o of them can go up. 

Well, Harry would have to go in any case. I 
don't mind it. I think Harry probably can 
handle it. 

Do you mind going? 
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Be.Ll: 

Foley: 

White : 

Bell: 

'llhit e : 

H. l.!.Jr: 

Bell: 

H.M.Jr: 

Bell: 

White: 

Bell: 

White: 

H.I.!. Jr : 

- 71 - 247 

No, I don' t mind. 

Dan stands so well wi th that Committee, I 
think Dan ought to make the statement. 

\Ve have got the stuff ready, and I told 
Bewley we would like to have his govern­
ment's permlssion,and that is taken care o!. 

Ther have agreed to that? 

Well, he has given us dah, and we are fixing 
it up and giving it back to him this morning, 
and he is going to approve it. . 

Are rou willing to give it? 

Oh, yes, I don't mind. 

Harry thinks he would like to have you do 
it . 

Yes, I will do it. 

Yes, I definitely think he should do it. 

Harry can go along with me. 

There isn' t anr stat8llent . He is just going 
to road in the r ecord certain f acts and be 
ready to answer anr questions ther put. 

Well, if there is anr polia,y question, talk 
to me, will rou? 

O.K. , I would just like to tslk to Morris 
a minute . 

Thank you all. I have had o. good time. I 
hope you have . 
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lKlJJ!D OP GOVERNORS 
OP THE 

FEDERAL RESERVE SYST!:..! 

Stato~ent f or th6 Pr eeo 

For r "leaato in morn i n& neYrapo.pors of 
7••dnosday , Soptombor 21, , 1941. 

248 
P.-890 

Soptombor 23 , 1941. 

Aa a turthe~ step in tho Government ' • proeram ror ccr.batint in­

rhUon, tho Soard ot Governors or tho Federal Recervo Sy&to::t, c.!"ter eon­

$ultG\.~o:t with tho Secr etary ot the Trea.aury, haa tod~ 1ne r a.aa&d r eser -.e 

re1•.d r-:-:"'~ntl for cecber Ce.nks to the present Jt&t utory UeJ.t, eff.aetive 

Ucv~u.-r 1. ':his action , W'lanicously auoed Uf)OD , increases TO$Orve re -

qu!ruzr.·ulto b:; about one- aoventh . 

Tho rcqui rcu~nt5 beginning on that date will be t r~r d~rrAnd 

Ccpos1ta , 26 per oont at eentr•l r esorve city bo.nka , ~0 ptJr cont at r e-

••r·•• city bonks , and 1L per cent at country bar.ka: ror time doposits, 6 

por eent a t all claG&e3 of mambor bunks . Thh tlotion 'f'lill r es ul t in & re-

duetlon ot oxcou r oaorveo f r om about $5 . 2 billion to about 8!. billior. tor 

"t'.~t!tr bo.."''kl t&k'lo aa a whol e . At central r oa• r•o e-1 t y bM.k1 e·xc~ss r (:-

•' " '' will bo r oduecd ap?rox!.=te1y rro:r. $2 ,L0o , OOO, OOO to U .7o:>.CJO, JOO , 

otr.<s rrom n• •rly $1,000, 000 , 000 to $800 , 000 , 000 . 

Tho o.ctlon wi ll leave th4 bo.nks as • wholo with u.pl c, funds to 

-,qct. a ll b~k e r!ldit nllods of t hu def ense progr MI Md el l l ot;itima.tc re-

qu~r .. :.\·nta o r t.h J i r customars . A surv·.;y r..adu rdocmtly by th, Board snowad 

t~~:.t i lur.;.o r:~o~j u·ity or th1l mo:.t>c r bo.nk• ffi ll be sl:l(j to coot the in-

.. , s .... d roq,1i r t.1<4r:t.J cut or cxistin& dxces~ r ,a.,r na r.u..d c..ll tout a f uw ot 
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R-090 

the remainder by draYin£ upon a portion or their dopooita with city eorrea-

p<>ndents . 

Tho Board doto~nod that ponaltloo tor deficient r oserTOa prior 

to Dece:::ber 1. 19Ll shall be boeed upon roaorve roquire:, nt3 in t-ffec:t 

Oetobor }1 , 19[.1. 

tho tollowin~ tablo oomparea the new roquironenta with present re-

quire~•nts ~ich havo boon 1~ •t~oct a inco April 16, 19}8. 

Kember Bwnk Rcsorvo Requiromcnta 
{Por oont or dupoa lto) 

c lnssea of dopoalta 
nnd ba~k• 

On net dcmund dopoaita • 
Centr(>.l res6 rvc o1ty b(U1.kt ••••••••• 
Re6c~ve city bnnka •··· · •••••••••••• 
"COU."ltry11 bV.nkS o o o o o o o o o o o o o o o o o o o o 

On time depoai ta : 
All m~r.bor banka ••••••••• •• • •• ••••• 

Prooont 
' roqulremonta 

22 };4 
17 1/2 
12 

5 

ltcrw 
requirements 

26 
20 
lL 

6 
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il TA TEIIEllT POR THE PRESS 

for rolcaso in a\Orning newapapera of 
Wodnoodo,y, September 24, 1941. 

250 
R-891 

September 23 , 1941. 

In oonnootion with tho aotion tt.kon today by tho Board of Govornoro 

of the Federal Reserve Syate:t to inor~aae reaervo r~u.iremonta, the Secretary 

of tho Treasury and tho Chainoan ot tho Board luuod tho follovi"' state::ent 

in Which t ho 8oar4 ot GoTeraora c onour1 r 

":!bo Treuuey and tho Board or Govornoro will oontinuo to watch 

the 8COno•1o alt\l&tloa and to coop~Hlc w!th other asenoi&l or the GoYern-

cent in thoir efforts, tnrough pri~r1~1~1 1 All~O&tionl , pric6 Tb6Ul&tioo, 

and othurwho, to tie)lt intli•tion. RuoomMdnt!on• on tho queotion of what 

ao.dl tional powort , it av. over b3Jlk T\ii/)TV'J I t hu Uo• rd Ghould have during 

th• prueont omorge110y <J>d what ~om tlwoo powers 1hould tolco will to mado 

whoneTer tho TrO&IUJ nnd til; Soard , &f'tt.r .further ooneultation, determine 

that such aotion 11 -•ary to hel? in co:ohtlng 1nt1at1on~try do.e1op-

unt.a . • 

• 
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September 23, 19~1 
10:55 a.m. 

HXJr: Hello. 

Operator: 

HMJr: 

!lorman 
Thompson: 

HMJr: 

T: 

I!XJr: 

T: 

'!li.Jr: 

T: 

Mr. Thompson. Go ahead. 

Norman. 

Yea, air. 

Beginning with the twenty-eecond or September , 
Dave Morrie - pay him nine thousand a year. 

Yea, air. 

Take care or that. 

Assi stan t t o the Secretary . 

September 22. 

Yea. Okay , sir. 

I!XJr: All right. Thank you, 

! : All right. 

251 
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September 23, 19~1 
12:00 !loon. 

'fl(Jr: Hello . 

Opera t or : Mr. Hopkins i s busy talking. I hav~ Mr. McNutt. 

<w.Jr: Thank you. Hello. 

Paul V. 
McNu tt: 

:ll·!Jr: 

r~c: 

Hl!Jr : 

Hello, Mr. Secretary. 

Ho w are you? 

I'm tine. Ob, well, I've got a cold. 
have to be honest about tha t . 

Doesn' t Public Health l ook after you? 

I'll 

Yc: Well, I was just eaying I shouldn't be that 
way. But this memor andum !rom the President 
concerning the discussion or the exoanded 
SociAl Security Program..... · 

Hlo!Jr: Yes. 

Me: .. . .. I thought that I'd better call you first 
and tind out when you would be tree bef ore I 
tried to make the arrangement with the 'ihi te 
House. 

HMJr: Oh, did he g ive you a cooy or my memo? 

Me: Yes, I have t hat in front ot me. 

!!I!Jr: Good. It's all right , ien't lt? 

Xe: Oh, it's grand to have you there. 

MY.Jr: Well, I'll tell you. Here's my troubles. I'm 
supposed to go up tomorrow mor ning to follow 
Henderson. Hello. 

~e: ·oh, yes. 

~Jr: So I don't ' think they'l l hold me mor e than one 
day, so .. ... 

~c: Would you suggest - would Thursday be all righ t ? 

• 
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HMJr: 

Mo: 

- 2 -

TburadaJ'e all right. 

Wall, let ae ••• • • 

253 

HMJr: 1rida)' would be eater. 'l'bey might keep ae 
two da)'t. 1r 1daJ aorning would be perteot, 
but ot oourae •••.. 

Mo: 

HMJr: 

Mo: 

HMJr: 

Mo: 

HMJr: 

Ko: 

I!I!Jr: 

Mo: 

I!MJr : 

Mo: 

HMJr: 

Mo: 

Well then, tint. And we ahould haTe at laaet 
two houra, 

rriday aorning would be perteot aa tar aa I'• 
oonoerned. 

Well, it we can arrange that - well, I'll call 
tbe Wb1te Bouae then right awtJ ••••• 

Thanltt t or the •.••• 

••••• and aak thea to do it. Well, I'a avtully 
glad )'OU 1re coming ••••• 

I 1 d like to oome. 

••••• because I think )'OU agree wi th wbat we're 
t r)'ing to do here. 

In prino1ple, yea. OUr onlJ thing 1a, ve Juat , 
quite frankly, don' t teel that JOU p&J enough 
attention t o the tiaoal aapeot, tbat'a all. 
Hello. 

Well, I realize that. 

And - tbat'e all. And JOur job 1e one and aine'a 
tbe other, but there ' a no rea eon llh1 we oan' t 
get together. 

I quite agree on it. 

Thank JOU. 

Well, I'll oall right avaJ. Thank )'OU Tery 
much. 

I!MJr : Good-bJe. 

Me: Good-bJe. 
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Hl!Jr: 

Herbert 
Gaeton: 

HMJr: 

G: 

Hl!Jr: 

G: 

Hl!Jr: 

G: 

fii!Jr: 

G: 

HMJr: 

G: 

That telegraa. 

Yea. 

Sapta•bar 2), 1941 
12:05 a ••• 

And th1a man ie entitled to oounael. 

Of oouree, he ie. We ' re taking that up With 
Juatioe, and it' a a precedent. He ehould be 
defended b7 Juatioe. 

Wall now, if 70u don't get word b7 th1e after­
noon be'e going to be defended, I'll oall up 
the Attorne1 General -raelf. 

All right. 

But I definitel1 want to know before aunaet. 

Right. 

254 

And if 70u don't get it, let me - I'll call him 
up. I'm going to 1neiet on oounael. 

You bet. Yeah. 

All right. 

Thanka Ter7 llUoh. 
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TO: Secretary Korgenthau 
FROM: 1lr. Gaston 

September 23, 1941. 
255 

Fisher , Assistant to Wendell Berge, Assistant 
Attorney General in charge o! the Criminal Division, 
has prepared • dispatch to the District Attorney 
at Honolulu euthor1zing end instructing the District 
At torney to act as defense counsel tor Yueng, the 
Customs Guard who shot the NaVT Lieutenant,i! his 
inquiry indicates that the guard was acting in line 
of dut7. This message ia expected to go out to­
n.ight. It we should run into &nf further difficulty, 
I shall let you know. 

• 
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Harry 
Hopkins: 

HMJr: 

H: 

!!I(Jr: 

H: 

HMJr: 

H: 

HI!Jr: 

H: 

!C~Jr: 

R: 

Hello, Henry. 

How are you? 

Septeaber 23, 19~1 
12: 55 a.m. 

This 1s Harry. Henry, 1s there any chance or 
the Rues1ans sell i ng us any more gold? 

Any chance? 

Uh huh. 

Sure, it they want to. 

Well , I know; bu t that's the point. Do you 
thlnk there's any chance or their doing it? 

Well, Harry, I don't know a t hing about it. 
I haven't been in on any or the conferences. 
I don't know what •••.. 

256 

Well, that's r unny, because the President told 
me he understood you were buyi ng all the gold 
and or rer1ng all the gold - orrering to buy all 
the gold the Russi ans would buy. 

The President had in Jess e Jonee with Oumansky -
or at least I suppose he did. 

Well , that was on that ••••. 

HMJr : And I don't know. The Preeident ..••• 

E: 

'!Y.Jr: 

1!: 

flMJr: 

H: 

That vas on t hat deal ot J eaae'a. 

I know leas about it than Arthur Krock. 

'"'ell, I'm sorry, because the thing' s in a 
hell ot a mess ••... 

Well, no one ..... 

•.•.• and I'll have to get the President, I guess, 
to aee it he can make an appointment with you. 
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fii(Jr : 

8: 

IIKJr: 

HI 

IIKJr: 

8: 

BXJr : 

H: 

HMJr : 

R: 

- 2-

Will, ! •..• • 

Wo'N Jla•' 1-'UIII l1oke4 r1P' U4 lo" b­
on tblo Clo4 4aafte4 Udq. I 4on1 t blallo roa 
but U'o probablr ., tauu, I ouppooo. ' 

257 

VollL Rarrr, I .. t boro aa4 - anxloua to holp -
and 1 awoar I'a ooaplotolr on the outal4e. 

Well, 1''' up ~ tbe Prealdent. I oan't ooatrol 
bla Uao and bla appolataoau, I Ill"'· I'll 
co attor b1a ap1JI, tboup, Banrr, booau .. I • •••• 

All I oan .., •• • • • 

• •• •• know 1''• ••rr 1aportaat and aobo4r otter• 
to loan thoa aar aoaer aa4 thor oaa ' t •• ••• 

v.u .. . . . 
• •••• thor oan ' ' uae Leaae-Lend, and •• .. de th1a 
l ara• 1110 o-s.•nt and now, br Go4, we oan't 
4elher oa 1 t. 

Well • • .•. 

It'• Juat Ood 4aaned 41aoouraclnc. 

HMJr: Anrlll llal'rlaaa bad aupper wlth ••· I pu h1a 
the b11t that I bad. 

H: 

IIKJr: 

H: 

IDIJr: 

R: 

llliJr : 

Ub bub. 

Be •• aolna ~ bau •• and J oa .. so our and 
"' tho P1'1114en t . 

Ob bub. 

But thor nldenUr 414D 1t th1alt 1t -· DOOO .. U'J 
' o ba•• ••- no t that I • •• •• 

Well, that oontoronoe, I happen to !lDow about, 
Renrr . !bat oontorenoe •• a ooaterenoa with 
Jon11 1n order to I'' Jon11 to bur a hundred 
a1111on 4ollara worth ot raw uurlal. 

Yeah. 
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H: 

HMJr: 

H: 

HJ.!Jr: 

H: 

HMJ r : 

H: 

HJ.!Jr: 

H: 

HMJr: 

H: 

HMJr: 

il: 

HMJr: 

H: 

HMJr: 

H: 

- 3-

That vas the whole purpose ot that conference. 

Well, I don't- I didn't ••••• 

And Jones has nov made a commitment to buy the 
damn atutt. 

He has? 

Yea. He's promised to buy a hundred million 
dollars worth - two hundred million dollars 
worth. 

Well , don't misunderstand me. I mean, it the 
President and you are doing vhat you think 
ehould be done, and- but ••••• 

Wel l , all I know ia the President told me 
yesterday that he understood that you were 
t r ying to get the Russians t o sell us gold. 
That's all I know about it. 

No, the President's wrong. 

All right. 

But Just remember this, that no matter what 
happens, I've got only one object in l ite and 
that ie to see that Hitler gate licked. 

Oh, I know that, all right. 

So no matter what anybody doea t o me 1n town, 
I don't give a damn. 

You don't have to tell me that ••... 

See? 

••••• God damn it. 

so • • • •• 

Well, ot course, I know that either the pur­
chase ot gold or the purchase ot raw materials 
added up together is not going to do what i a 
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RMJr : 

H: 

H>!Jr: 

H: 

H>!Jr: 

II 

- 4 -

on the oarda t o ba done. 

Well, Juat eo JOU know I 1a hare. 

Wall, I know JOU are, old boJ. 

Okay. 

All right , good-bJe, Henry. 

Oood-bJe. 
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S.pt..ller 28, lNl. 

MJ a .... Kl'. PNa1411lt 1 

I waa ooa.iderablJ dieturbed bJ ., telephoae 
oall fl'oa 811'1'7 Hopkin• thie •I'Dini ill regm 
to the Jlu .. iu tinuohl eituation. ~te 
truld7, I do not bow UJtbiDg abollt Rueda 1 • 
ourrent tinuoial neede. 

I aa 1n aliiOet 4ai1J oontaot with Treaeur, 
repreaentati••• of fJmgland1 Canada and China. 
It JOU wi1h Dl to do la.tthing in regard to the 
Ruaaian financial •ituation, I wollld be flad to 
take it on, pro•i4e4 that rou will npla n to • 
peraonall7 Juat what it i1 70u wollld like .. to 
ao. 

26C 

(signed) H. t!orgenthau Jr . 

The Pr .. iunt, 

!be White lou11. 

COPT to I ..... Ba1"1'7 BopkiDI 
( Initi alled oy IU.I J r) 

Sent by Secret Service 3:40 p.m. 
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!{KJr: 

Lo~ell 
~:ellet t: 

HMJr: 

11.: 

!!MJr: 

M: 

<;~Jr: 

!i : 

HMJr: 

M: 

H:I.Jr: 

~ : 

!ll!Jr: 

!{ : 

HMJr: 

Hello. 

Hello. 

Hello, Lowell. 

Henry, how are you? 

I 'm alive. 

Sep t ember 23, 1941 
2:0} p. m. 

'.~el l, that' 8 to your credit. 

All r ight. 

Sturdy fellow. Say, Henry, American Retail 
Federation i8 havi ng a one day business session 
in '.~ashington, Ootober tenth ••... 

Yeah. 
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•••.. at the Mayflower- luncheon- and they 
want you to t alk at tha t luncheon. Now, you'll 
be getting an invitat i on from Louie Kirsten 
himself, who ' s t he head of it, exoept apparently 
he r eels some embarrassmen t beoause or some 
relati onship. I don't know what tha t i s . (Laughs) 

No. 

I didn' t know you were related. 

I'm not. 

What? 

I ' m not. 

Well anyhow he seemed to fe el tha t - told 
his ~an here'- well, hi s man here, he didn't 
r eel like he could talk to you. He tal ked to 
me. This outfit, you probably know all about 
i t, 1s the biggest of the retail operations. 

Yeah. 
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It's a.n over-all organ1:.at1on or all the r eta11 
organi~atione, and they go along p~etty much 
with your Boston speech- they're very keen 
aoout that. 

That ' s funny . 

And- well, i t's a tact . And the most active 
fellow i n thie outtit is Fred Lazarus at Columbue. 

Oh, yeah. 

And he's very keen about your Bos ton speech. 

Yeah. 

And - now they wanted you to talk at th1e 
luncheon. You'll be the only speaker, probably. 

Well, I ' ll have to talk t o my management, you 
see. I 'm under contract. 

(Laughs) Yeah? 

HMJr: Yeah. 

V. : Your musical manager. 

HMJr: Yeah. I only can sing it so many times a week. 

M: 

!iY.Jr: 

M: 

HMJr: 

~ : 

Uh huh. 

But • .. .. 

Well, you couldn't hit a bet t er crowd here. 

Lowell coming trom you, I give it great weight; 
and th~ boys will be in atter while and I'll 
talk to them about it. 

All right . Now, it they don't know this operation­
perhaps they do. 

HMJr: Yes , they knot• about 1t. 

K: It ' s the one tha t the President spoke to two 
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years ago, you know, i natead or Chamber or 
Co!Dlllerce. 

Yes. 

And t hle time they're not going to have a 
banquet. They're going t o have a business 
s ession and lunoh. 

I see. 

They 're going to try to get Leon to talk to 
them and Milo Perkins to talk to them during 
the afternoon some time. 

They want me at lunoh. 

But they want you t or the lunch speech. 

Do I have to eat the lunch? 

2G3 

Well, anybody tha t can ea t those damned crackers 
you have over at your ottioe, ought to be able 
to eat enybody's lunch. 

HMJr: All right . All right. 

M: 

HMJr: 

!!: 

HY.Jr: 

l! : 

Yeah? 

Okay. 

(Laughs) All right. 

I tell you, even though my heart is weak, my 
head's all right. 

Yeah. 

~MJr: Yeah. That was some letter. 

¥. : Also your stomach. 

~BJr: What? 

lol : Also your stomaoh, f or that matter . 

HMJr: All right. That was the letter I understood 

., . .. 
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M: 
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you wrote to a publiaber. 

Oh, did I write a letter like thatt 

Didn't :rout 

About :rout 

No, tor the President to eign. 

Ob. No, I - yaab, I eaid that hie bead wae 
weak, yea. 

I eaid, •Wall, my heart'• weak, but my bead1 e 
all right. • 

(Laugh e) I 41dn 1 t write that l etter. '!'be 
Pree1dent wrote 1 t. 

(Lauch•) All right. 
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Say, I bad lunob- I bad Sunday with that little 
bU&r.aJ'd. 

Yeah. 

I wae over on-b1a yacht at Annapolis •.••• 

Yeah. 

• • ••• and Just between you and me and the gate 
poet, be's sti ll working on that damn problem. 

I eee. 

I think a way oan be r ound to turn b1a clear 
around. 

Good Ood. 

And his village papera, ot oouree. 

Yeah. 

Don 1 t g1 ve a damn about b1m. 

Yeah. Well, that would be aoaetb.ing. 
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IOIJr: 
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HliJr: 

M: 

IIMJr: 

M: 

HliJr: 

M: 

HliJr: 

M: 

HliJr: 

M: 
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Yu, 1t vould be uaetul. 

Right. 

That vould on17 lean the Hearet and the · 
Mc0ora1ck group then. 

Right. That vould be wondertul. 

Yeah. 

Well, more power to 10u. 

Rigbto, HenrJ. 

Yea, I vlll. 

Righto. 

Will rou let ae know then, 
• 

I'll let JOU knov. 

That'• Auguat- October tenth. 

October ten, ree. 

Right, thank J OU. 

R1ghto. Thank JOU. 
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?.F I NFLATION 

P1•esen t : 

H. " . Jr: 

O'Connell : 

H.!.!. Jr: 

Currl e: 

September ~3, 1941 
3:15 p.m. 

Mr. Currie 
Mr. Morri s 
t!r . Kuhn 
Mr. Foley 
tlr. O' Connell 
Mr. Bell 
Ur . Haas 

They tell me, believe it or not, that 
af ter two and a half hours Ur. Eccles 

26& 

has ag1•eed to this thing. In view of 
that, don't you think while we are doing 
this , in the room here, so that he 
doesn 't get a ohnnce to change his mind-
the s t ateme nt is going to be gi ven out tonight 
to the press - that Leon could give way for 
one day t o me and let me go up t here? 

Well, Leon has planned to go to a conference 
of some sort in Detroi t on Thursday. 

~ell , it is just too bad about Leon 's 
conferences . I have postponed this confer­
ence and that conference and everything else . 
Now, if he wants me to go up and testify, 
he had better let me go up tomorrow. I 
am sick and tired of i t. They have had me 
on the end of a rope here while he - he 
could qui t ta lking if he wan ted to. He 
will talk himself out of t he Bill anyway. 

I should think he would be glad to be free 
for a day or so . 

Where is he? 
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o•connell : 

H.".Jr: 

\',hi te : 

H. '!. Jr : 

:'oley: 

H.I' . Jr: 

Foley : 

H.'.' . Jr: 
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He is testifying this afternoon. 

1'/ell ,, you had better go up on the Hill. 
I don t know of anythi ng more important 
that you can do. Let' s make sure --
Bell is in there with Goldenweiser and 
the minute they come i n and say it is 
settled I want you to go up on the Hill 
and you tell Leon I want to go up tomorrow. 
It is important. He can cell ai his Detroit 
conference and everything else . If he 
want s me to go up, I wa.nt to go up tomorrow. 
Paul McNutt wants a conference ~th the 
President on Social Security. I told him 
I was going to t estify tomorrow, and we 
would be ready Thursdar or F~i~ay to 
see the President on Social Security. 
I can' t stand around and wait for this 
thing . 

I th ink be would-be glad to do it . 

Get him to come out and talk to me on the 
phone . Let him stop a minute . 

You can call Steagall and Steagal l will 
come out. 

I think the best thing you (O' Connell) 
can do for me is to ge t i n a car and go 
up there. Do you know SteaGall pretty 
well? 

I think that is kind of putting Joe on 
the spot . I think I bad better go. 

I would just as lief ask Steagall to step 
out and talk to you. 

All right, I know Steagall better than Joe 
does. 
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H.K. Jr: 

Foley: 

H.V.Jrr 

Foley: 

H.loi. Jr : 

Currie: 

li. !l. Jr: 

ltuhn; 

H.li.Jr: 

ltuhn: 

H.li.Jrr 

1\hlt er 
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Supposing I get Chainaan Steagall. 

That is the wa7 to do it. Tell him that 
you have put ott rour e~agementa in expec­
tation o! testifying. You have got an 
important conference with the President 
that you have put ott until tomorrow -
until Thursday, and you have cancelled every­
thing tor tomorrow to devote to this thing, 
and you are all read7 and --

I cancelled eveeything !or lfonda7, Tuesda7 
and Wednesda7. 

Yea. You would like to cOM down and get 
i t ott your cheat ao you can go oa to other 
things. 

Do you know, be!ore I get inw thh, Currie, 
have some cables come l n tra.11oaoow of 
something or other, do you kiiOII? 

I don't know anything abo.t lt at all, 
)(r. Secretary. 

What is the President 1 1 nrning' 

Warning that we are at the be&innlng o! an 
upward sweep o! the whole prioe atruoture 
which ia just like the one we laad ln ltl&. 

Oh, you are referring --

The one that you quoted. 

I see. Anybody got an7 questi on about 
page one' At the bottom of page two, 
-It seems to me we have already gene as 
tar aa we dare without calling a halt.• 

I don't think that statement ia neceaaarJ. 
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H.JI.Jrr 

White: 

H.M.Jr: 

Kuhn: 

H.M.Jr: 

Kuhn: 

H.li.Jr: 

J(uhn: 

H.U.Jr: 

- 4-

I don't either. That sentence, Harrr. 

I mean that sentence, It can be deleted 
without any loaa - -

269 

Harry, come up closer, won't you? Everybody, 
eo I can aee you, I don't like that , 

Leave out the sentence. 

Do you lal.nd? 

It would be much better without it. 

Anybody like the sentence? It is a little 

Anticlimactic. 

That is a two dollar word. 

(Telephone conversation with Chairman 
Steag&ll follows) : 
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HMJr: 

Operator : 

HMJr: 

Hello. 

'Obairaan Steagall. 

Thank you. Hello. 

Bepteaber 23, l94o 
3:110 p.a. 

, 
270 

Cong. Henry 
Steagall: Hey, how are yout 

HMJr: 

S: 

H11Jr: 

S: 

HMJr: 

S: 

HMJr: 

S: 

HMJr: 

S: 

H11Jr: 

S: 

I'a tine. This ie Henry talking. 

Yea. 

How are yout 

I'a Yery good, thank you. I hop3 you are. 

I 'm pretty well. 

I know what you want. 

Well, ie the answer yeet 

Well, let me explain. 

Yeah. 

We haYe a eort or procedure here that'e a 
11 ttle more d1gnit1ed than uaual. It hae brought 
about eoae delay. We thought we ought to let 
eYery man haYe hie eq vi th Mr. Henderson. 

Yeah. 

And it' a dragged the d1eoueaiona out tar beyond 
what I dreamed or at the beginning. But we h&•e 
two men abeent, but I don't look tor them baok, 
and we have two men on our aide or the committee 
and one en my lett who are to diaouaa this bill 
with Mr. Henderson. I tigure that we'll hardly 
get to do that thi s atternoon, but that we can 
do it certainly tomorrow. It we oculd get 
through, I ' d love to haVe you tomorrow and it 
not, I'd like tor you to wait until Thursday 
it it eu.ite your convenience. 
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S: 
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S: 

IDIJr: 

S: 

HMJr: 
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Vall, nere•a aJ trouble. 

Well, nov liaten. We'll aooomodate the aituation 
to auit rou. You oome ahead ot the othera. The 
only reaeon I h&Ye vae that I tnought it ve oould -
we're near tne end now, and it we oould Juet enoot 
along tnrougn that, then we'd tinish With ftim 
tinally and in that vay ea•e a 11 ttle time. 
But it won't amount to muon, and it it suite 
your oonTenienoe, wny we can let you come tomorrow 
and tinien v1 tn ftim next day it you want to do 
that. 

Well, th&t 1 e what I'd like; and I'll t ell rou wny. 

Well, you don't na•e to tell me vn,.. 
I·~ like to tell you. 

It tnat's vnat you want to do, we'll do it to 
suit you. 

Well, that's wh&t I'd like; and here's my 
e1tuation. I just eat aeide everytning tor 
Monday, Tuesday and Wec!neac!ay to devote to 
preparing myeelt tor tftie statement, and we'•• 
got, oontic!entally, the President is tn1nk1ng 
about something on Sooial SeouritJ. And Paul 
McNutt hae been riding hell out ot me to 91t 
ready to meet with him with the President. 

Yee. 

So I told ftia to g1 n me tnrough Wednesday, 
and I • d be read7 Thureday to go W1 th him to 
eee the Preaident, rou eee. 

Yea. 

So it would be really quite embarrassing to me 
all around it I waen 1 t tree Thursday and Friday 
in 0111 the President wanted me on t hla other 
matter. 

Let me aek you this. 

Yeah. 
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S: 

lll!Jr: 

8: 

HMJr: 

S: 
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S: 
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Row •uoh ti•e would rou ha•e to haYe Wltb 
the Preaident Tbured&rt 

Vall, all I can tell rou 11 what Paul Kollutt 
eaid. Re'e eating tor two houra. 

That would probabl7 be 1n the afternoon 
wouldn 1 t i t1 • 
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No, it would be •ore apt to be in the •orn1ng. 

Would itt I waa going to aay 1t that waa coming 
1n the a f ternoon, you could oome down hera that 
morning and it rou didn't tinieh 1t, haYe 1ou 
back the nezt morning. 

No. 

It JOU could put •• on tomorrow ••••• 

I'll do that it it takea that to ault your 
con•enianoa. 

It would help me a lot. 

There'• onl7 one thing about that that I'd 
like rou to let •• do. I had told Mr. Dever, 
who ' ll prcbabl7 be the laet man to be heard 
on the minority aide, who, by the way, 1e a 
termer Aeaietant Seoreta.ry ot the Treaaury 
and a •er7 intelligent tellow, and will probabl7 
be helpful in the paaeage or thia bill. 

l1h huh. 

And I had told him that 1r be d1dn 1 t t1n1eh 
thla afternoon that he could go on 1n the 
morning, and I ·would like to apeak to hi• about 
thla eo that he won't reel that I'•• Juet gone 
ott and made other arrangeaente Without talking 
to blm. I know be won't ea7 a word, but I'd 
rather apeak to hia and then g1•e rou an anawer 
on it d1raotly. But 70u oan be eure that we'll 
let rou come 1n the morning it that eu1te rour 
con•enlenoa. 
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BIIJr: 

S: 

HMJr: 

S: 

HI!Jr: 

S: 

l!liJr : 

s: 

HMJr : 

8: 

llliJr : 

8: 

llliJr: 

S: 

IIMJr: 

8: 
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Well, tbat'• wbat I'd like Ye~ auo~. 

Well , we'll arrange 1t tbat w87• 

Well, will I ~eer troa you egein or ••••• 

I'l~ p~ne you baok ageln about lt, but lt 
won t be neoeaaary. You oen Juat know now 
that tbat' a wbat we'll do. 

Wba t t1ae would you like ae7 
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Well , we ueually etart here et ten-thirty but 
it it 'a oonYenient t or you, I ehould think we 
ought to etart at ten. 

I 1ll be there. 

Beoauee 1! we oan do lt, you aae, we'd 11te to 
t1n1a~ w1~ you in one a., inetead ot dragging 
you beok Mre. 

That would auU ae beautifully. 

'l'hen we'll do tbat it we poea1bl7 oan. 
• 

Sounds li~e g604 el4 Southern hospitality. 

Wall , ot oour ae, you're entitled to tiret 
ooneideration here in thle altuation, and I'a 
glad t o do it all6baw. I'a getting to the point 
tbat I'a awtul &DZ!oue to Mite tiae. 

Yeah. 

We ' •• Juet gone eo tar here and dragged thle 
thing out . ot oourae, we bad to let Mr. Henderson 
dleouu th1e bill n~ tr .. ly. 'l'he taot ot the 
bue1nen i e , that M know• eo darned 1111oh about 
it t blt he doeen' t waete tiae . He'• all the tiae 
t elling ue aoaeth1ng we need to know. 

Surely. 

And then I want ed eeoh aeeber t o b&Ye hie aay, 
beoauae it aakea t ow - 1t 'e good etrategy, you 
know. 
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HMJr: 

S: 
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Yea b. 

But I tb1nlt atter we t1nhb with b1a, we oan 
begin there to out people ott and ebut thea 
down to oerta1n t1ae and get out ot here w1tb 
t h1e bill , sooner or later. 

Well, now, Henry, ae I undaratand 1t, 1t I 
don't hear troa you ••••• 

It you don't bear t roa ae 1n the next tb1rty 
alnutea - or aay 1n tba next hour - I ~gbt not 
want to leaYe tbe co .. lttea rooa- why you aay 
know tba t we put you on to11orrow 11orn1ng at ten 
o 1 oloolt. 

Tbanlt you. 

nne. Good-bye. 
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Foley: 

White: 

H.l' . Jr: 

?.'hi te : 

l!.'.! . Jr: 

White : 

Kuhn: 

H.!1.Jr: 

Kuhn: 

H .'~.Jr: 

Kuhn: 

H.".Jr: 

2'75 
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He came in hard after he uld suit your 
convenience, To suit your convenience, 
but --

Congressman Williams said that Henderson is 
filibustering his 01~ Bill . He la talking 
three times as much as he used to. 

I Just can't get my mind off that Russian 
t hing. 

I think George Haas ought to be here. 

He is helping Bell on that statement. 
They have got a statiscal statement to 
prepare, Harry. 

O.K. 

"The wholesale prices of farm products 
have risen 37 per cent · in the" - we have 
had all that , haven't we? 

Instead of saying the housewife knows that 
eggs have risen a certain percentage, 
we put it in t erms of a third and a fourth 
and a fifth. 

In other words, she knows her onions. Now 
where do we get somethlnc else new? 

~ell, there has been a lot of cutting all 
the way through. •he bottom of page four 
is new. 

I am glad I called him up myself, because 
I gueas I would have had to. 

The war on the home front is in there now. 

~h~t is all right. Hasn ' t George seen this? 
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1ibi te r 

o•connell r 

Kuhnr 

H.lo!.Jrr 

Currlet 

H.V.Jrr 

Kuhn: 

H.ltl . Jr: 

!Cuhn: 

H.li.Jr t 

lhi te: 

H.!.!. Jr : 

Kuhn: 

H.\!.Jr : 

Kuhn: 

- e -

Tea. 

I don't know whether he hae eeen it thia 
war. 

He h'aen •t seen 1t in the final fol'lll but I 
pointed out thla aornlng the change~ that 
would be made, 

lll right. Haa 1117bod7 got an7thlngf 
Lauchf 

No. 

What? Aeybod7f 
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On the t~ of pafe anen )'Ou keep • ing the 
word •war • Can t we aa7 •a victory in the 
fight agaln1t inflation"? 

Oh, 11•• 

You kee~ tt.l.ldng about a war all the 
time . Fight", what? 

Tea. 

lhen we come to -t econoay plank, what ia 
kno1111 as the Harry &! te pl&nk, will )'OU 
point it out to ae? 

It is in the appendix. 

Lauch, I had the greatest t rouble keeping 
it out, but aarrr inaiated. (~ughter) . 

Page eight ia another one. 

Oh 7ea. That ia good. Did Lauch Currie 
write that? 

Eve1'7 word. 

/ 
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H.M.Jr: 

Kuhn: 

Currie r 

H.Y.Jr: 

Currie: 

B.M.Jr: 

Whites 

Kuhn: 

H.l!. Jr s 

'fihlte: 

H.lt.Jr: 

Currie: 

.All right. That la all right. 

The second paragraph o! page eight, the 
"but• at the end of the firat line should 
come out. 

Kight I go back a mcaent, J4r. Secreta17? 

Please, that ia what rou are here !or. 

On page seven, although you put - on the 
severance wage, although you put it in a 
rather tentati n fashion, I think it ~ 
have the effect there o! putting rou more 
or less on record on thia aa !noring thia 
thing before - I aa not quite sun if you 
have actually decided on that. 

That ia right, I haven't. 

Somebody might use the word "perhaps" but 
Ferdie thought it might be "might". 

You wanted that out. You ~aid it aoUDded 
like a tea party. 

Why not leave that sentence out. I think I 
would leave it out. 

•such as severance wage" could be lett out. 
The rest of the sentence could be lett in. 

Specially going over to aee the President, 
the President might I&J' I •well, when rou go 
up and tell them how to write it, why do 
you come to aee me at all?" 

Stop right after "the emergency" . Ia that 
what you had in mind? 

Yea . 
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H.I.!.Jr t 

Currier 

H.\t.Jr: 

Whl tu 

H.li. Jrs 

Curries 

H.li,Jr: 

H.Jl.Jrt 

Bell: 

H.!.!. Jrr 

Bell: 

R.M.Jr : 

• 
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I think that is better, iDJ other •ugge•­
tiona? Lauch? 

No. 
• 

1 never spent le as t ime on a statement, 
I hope it is all right , 

You spent a lot of time on it, but it waa 
three weeki ago, 

'lhere llight be aome wordi!!i I don't like in 
thla, but I will tMiat 7011 fellows on it. 
It is a little r i•kf· 

On page nine, Kr. Secretar7, I don ' t know 
if fOU want to be quite as proYocatiYe 
to sa7 "to empt7 bins•. We haTe got eleven 
million bales of cotton, I think. !hat is 
putting it a little bit strong. "To draw 
upon our supplies" would be a milder word, 
You don't want to be interpreted as saying 
we should get rid of eleven million bales 
of cotton in a ftar, 

He is right, Fix it up, 

·(Wr. Bell entered the conference) . 

Hello, Daniel. Sit down. You look aa 
though 7ou had swallowed the oat•a 
paJ IUII&I o 

Do fOU want to do thia nowf 

Sure . 

Shall I read it? 

SUre . 

• 
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Tbt flrat dratt of the atate .. nt waa juat 
one atateaent, JOU rea.aber, that the Board 
would issue, 'We had a two and a half hour 
telephone oonveraatlon with Eoolea thla 
mornlns and he preferred two atatementa, 
one a joint atat ... nt by the Board and the 
Treaaury, and the other a alngle atat ... nt 
b7 the Board, gh1.ng the atatlitica. The 
aingle atateaent takea - or the atatement 
of the Board takea the firat paragraph out 
of our draft ttate .. nt and atarta ott their 
atateaent, It 1171, "it a further atep in 
the Gonl'DII!nt 1 a prograa tor ca.bating in­
nation• --

'lai t a ainu te , 

"A• a turther atep ln the Gove~nt•a 
program for combating infiation, the Board 
ot Governors ot the Federal Reeerve S71tem, 
after consultation with the Treasury, baa 
today increased reserve requirements for 
member banks to the present statutory limit, 
effective November 1. This action, unanimoualy 
agreed upon, 1ncreaaea reserve requirement• 
by about one seventh, " 

Then ther go on and give the 

Juat read that once .ore. 

"Aa a further atep in the Gover1111ent•a 
prograa tor ccabatlng intln tion, the Board 
of uovernora ot the Federal Reserve sratem, 
after conaultation w1 th the Treuury, baa 
toda7 incredld reeerve requirements for 
maaber banka tb the praaent atatutory limit, 
effective November 1. This aotlon, unaniaoualy 
agreed upon, increase: reaerve requireaenta 

· by about one aeventh. 

I don't think we had unanimoual7 agreed upon 
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That l• to be their ltate .. ntt 

That le ln their etat...nt, That ia followed 
br the atatietio• ahowinc twwntr-alz per 
cent in the central , Reaene citlu, 
twentr per cent in the Reeene oi tlu 
fourteen per cent in the oountr,r banka, slz 
per cent lor all olaaaea of tl .. deposita, 

lhr don•t rou aq, ".Uter oonaultatlon 
with the Secretar,r of the Trea•urr,• lnatead 
of the Trea•urrt 

Well, it 1a tha Board ot Gonrnor1. 

• .t.tter conaultation 1t th the Secretarr of 
the Treaaurr. • 

•hat 1a all right with ae, Would you rather 
ht.n thatT 

I think it ie better, 

I think it ia better, 

I don't think ther would kick 011 that. 
I take it tha reason the7 put in "Tre..urr" 
h becauee ther were dcalinc with an organ­
isation o~er there, the Board, 

I t h the Board of Gonrnor a and the Secre­
tarr of the Treaaurr. 

Tea, that ie right, The l a1t paragraph i a& 
"The action will lead the banb 11 a whole 

!zcuae Mo J)oea that IOUDd all right to 
)"OUT 

It depend• on the rest of it. 

Thia ia their atateaent. Then the next la 
joint, 
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No, I am ~oing on with this st atement and 
I am l eaVlng out the statistics, because that 
is just factual. 

All right, \\hen is i t joint? 

I will tell you in a minute , "The act ion 
will l eave the banks, as a whole, with ample 
funds to meet all bank credit needs of the 
defense prograc and all l egi t imate requi re­
ments of their customers. A survey made 
recently by the Board shows that a large 
majority of the member banks wi 11 be able 
to meet the increased requirements out of 
existing excess reserves, and all but a few 
of the remainder by drawing upon a portion 
of their aeposi ts wi. th city cor respondents. 
The Board determined that penalties for 
deficient reserves prior to Vecember l , 1941 
shall be based upon reserve requirements 
i n effect October 31, 1941. " That is a 
waiver of penal ties fo r deficiency in reserves 
i n order to give them more time to adjust 
their position if necessary. This i s joi nt. 

Then there is a li ttle table showing exactly 
what the reserves would be in ench place. 
This is the joint statement of the Secretary 
and the Boarc : 

"'n connection wi th the action taken toaay 
by the Board of Governors of the Feceral 
Reserve System to increase reserve require­
ments the Secretary of the Treasury and 
the Chairman of the Board issued the following 
statement in which the Board of Governo\s 
concur: 

"The Treasury and the Board of Goyern?rs . 
will continue to wntch the econo~c s1tuat1on 
and to cooperate with other agenct es o~ t~e. 
Government i n their effort s throut;h pr1or1 ties, 

Regraded Unclassified



H.l!.Jr: 

Bell : 

H.J.!. J r t 

Bell: 

• 
H.M. Jr: 

Bell: 

H.l!.Jr t 

Bell: 

H.J.I.Jrt 

Bell: 

- 12 - 282 

allocations, price regulation, and other­
wilt to tight inflation. Reco•endatione 
on the queation ot what additional powers 
i f &nf, over bank reserves the Board ahouid 
have during the present emergency, and what 
form these powers should take will be made 
whenever the Treasury and the Board, aft er 
further consultation, determine that such 
action is necessary to hel~ in combating 
in!lationar7 developments. 

That last paragraph again. 

Last paragraph? 

"'n the light of the pruent emergenCJ. • 

Yea. lhat was changed to read this way: 

"Recommendations on the question of what 
additional powers, it an7, over bank 
reeervee" -- and they stuck in bank re­
serves there -- "an1 additional p•ers, 
if an;r. " 

Oh, it isn't over reserves? 

Over bank reserves. •The Board should have 
during the present emergeno7" 

TheJ etuck in "if an;r"? 

No , we did that. 

I see, 

• and what form these powers should take 
wiii ' be made whenever the Treaaur1 and the 
Board, after fUrthe r consultation1 determine 
that .uch action is neceesa1'7 to nel~ in 
combating inflationary developments. 
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We had "in the intereate of the country• 
and they put in "c011bating infiationarr 
developments,• and they put in "bank 
reserves•, 

Tb.a t is a Hill. tatlon. 

That is right , Anc they put- the reoson 
they put in 'the Chail'lii&D of the Board, • 
Eccles ia away and he didn't want it to 
appear in the public eye that this had to be 
done while he waa away, and that there was 
still a fight on. 

So they have done whatf 

They put ln the Chairman of the Board and 
you issue this statement with the concurrence 
of the Board of Governors. 

That is a good idea, 

Yes, I thought that was a good idea. 

Well, I congratulate you, Dan. 

Is this O. JC,., 

I think it is fine. 

The Board 1s meeting and will issue this 
statement any time you say it Henderson 
is going to continue on tomorrow, and 
you are going to go over, they would prefer 
t o wait until after Henderson finishes, 
because they don't want Henderson to have 
to handle part of this statement. 

I just got through talldne with Steagall 
ana Steagall said to .. I am to go on 
tomorrow morning unless I hear froa hia 

within the hour. 

Regraded Unclassified



H.M. Jr: 

White : 

H.K.Jr: 

Fole7: 

H.lil. Jr 1 

Bell: 

H.!ii,Jr: 

Whltu 

Fole7: 

Bell : 

0' Connell I 

ll,M,Jr: 

- 14 -

So the7 should hold up until th17 hear 
fro• JOU? 

Well, Henderson - I mem, am I reportlag 
it correctlf? 

Tea. 

Did he mention the time? 

284 

He aaid he would call JOU within the hour. 
He wanted to talk to Dewe7 because he 
proaiaed Dewe7 he could aa;r aoaethiag t01torrow 
110rning and he didn' t want hi• to think 
that he had changed tho11 plana without 
giYing Dewey a chance to be heard. 

MT suggestion ia that the7 ai~ograph it 
for tomorr ow morning' a paper and if I don•t 
hear from what is hi a name b7 five o• clock, 
I wi 11 call him. 

Call Steagall? And then we will oal l the 
Board? 

Ye•• 

I didn't understand that to be the arrange­
ment. You were to go on if fOU didn't 
hear fro• him. 

He a aid, "Gin me an hour and if fOU don' t 
hear t roa ae wl. thin the hour, fOU will 
come down at ten o•clook.' 

It ia iaportant enough tor this to check, 
I t hink. 

I lllll aure Steagall will call, either wq. 

Ti ae means nothing to the people f raa the 
South. You ought to know that, Ed, being 
married to a southern girl. 
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It doesn't apply throughout the South. 

She ia insistent he get home before aix 
o' clock. 

In the opening sentence, do you want to 
say this ie to combat inflation, that 
you are doing this't 

In the opening a en tence of the 

Ot the first ~aragraph. I waa just think­
ing &bead a l1ttle bit to the lmplicationa 
of it. 

"Progr&lll tor combating inflation," is that 
what you mean? ".la a f'urther step in the 
Government's progr&lll tor c0111bating inflation, 
the Board ot Governors has today increased 
reserve requirements." 

I &Ill probably being too academic about i t, 
It does establish the precedent that if 
you raise the requirements one seventh now 
to combat inflation and you are still ~ft 
with excess reserves, the implication is 
that you should keep on raialng them until 
you have no excess reserves. 

No, it seems to me this is a further step. 

ib&t did you aay, Harrf! 

That waa the tight . It would be better 
lt that wenen't in there, but --

I remember "<mald RanaOIII defended it • 
He said he did not expect thla measure to 
affect interest rates or prices or anything. 
It is merely precautionary. 

You aay it is a turther precautionary 
measure? 
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It baa bee ill lwre all the ti•, 

Tee, it waa ill there reaterd-r. 

It h kind of late to rain it nort 

It la a little bit late, You ate, I baTe 
baa thie linea laat nidlt. I thlllk JOU 
are quite right, but tlien rou algbt la7, 
._ell, wbT are the7 dol~ t"l lbat ezouae 
are the7 goiag to giTe"l" 

It we went tlong with thla to ccabat intla­
ti 0111 11117 aboul4D' t we go along with all 
turt111r lde .. to cOIIbat intlatlOD, rou eee"l 

Their point h, lf rou don't aa7 tb&t, 11117 • 
are tbe7 doing 1 t"l 

Lauob, thla la their atat .. entt thia iall\t 
a part of the joint, Thia ia be tlrat 
part of the atate•nt. 

Well, I tblllk we alllloat ban to gt along w1 tb 
that because that h what we are 4olng 
it for. 1ft don't thlllk it will ban the 
effect the7 thlllk it will han, but it h 
a ahp ill that dlrectlOD. 

Ia ,our aeue of hwlor all right? Bo• 110uU 
thia be, •ta a geeture•f 

• A• a geature in the right dlreotion. • 
(Laughter ), 

Ko, it hae been in there Iince laat night. 
I doll' t thillk it h f&ir to Dan to ral11 it 
at this tlae. 

It h all right. 

I thillk if it len' t a atep in tba direction, 
eTen though it la onl7 --
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The7 don't want Leon to explain thh? 

No, the7 would rather not have Leon tea­
tifT on it. 

I wonder wh7, 

well, I think that ia right, becauae be 
haan' t had this background. 

Isn' t so.ebod7 --

•'Onald wants to talk to 7CU1 llr. Secretar7, 
before the evening is over. 

I will be here. 

O.K. 

(Ill'. Bell left the conference) . 

Now, where were we? 

We were on page ten. 

You know, nobod7 has even questioned our 
calling up the President to tell hia about 
thia. 

ht are 7ou going to tell hia, that you 
are going to favor a Bill that he has 
presented'? 

No, no, on the reservea. 

M1 God, that is right. 

Of course that is his responsibilit7. 
He was here. I mean, if you don't ao 
it, Eccles - but I think he ought to know. 
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The papers will make it out to be a Terr 
important step, and lf he hae to read 
lt ln the papers--

I think I will tell hla about It: What? 

Sure, I think you ought to, 

He 1a haTing a preaa conference now, 

I sa glad rou thought of that. (Laughter) , 

Look at hia 110p his brow, J.re JOU real17 
perepiring? 

I tho~ht thie waa goiQg on for saae tiae, 
I hadn t realized that it was going to be 
announced toda7. I thought there would be 
plentr of opportun1t7 to clear it. 

WOuld the Street belieTe that that ••• 
poaaible'f 

No. 

I think after al l , the President probabl7 
baa a true appreciation of ita t.portance. 
I Man, the group bu. 

I think the President il - hia onl7 concem 
would be agreeaent . 

It ralaea about a billion, doean' t it? 

A billion two, I think. 

Well, as you sa7, wh7 waa Lauch Currie here'f 
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Yes, why did we have him over here? 

That is what he was sweating about. It is 
an amazing incident, isn't it? 

Yes. 

That is a pretty ~od evidence of democracy, 
that you don't th1nk you have got to speak 
to the leader first, before you can think. 
It is a pretty good demonstration of democ­
racy, isn't it? 

Yes, very interesting. 

289 

ill right. I still say I hope this damn 
speech is right with all these interruptions. 

\Yell, t he new stuff is that labor stuff at 
the bottom of page ten. 

All right. Is that a direct quote from Walter 
Lippmann? 

Gee, I doubt it. 

It is good even if Lippmann did say it. 

Walter Lippmann would never say that , would 
he? 

He came close to it. 

I don't like that paraeraph. 

You know who put it in, don ' t you? Sidney 
Hillman. 

I know. rfuat we are defending, as I under­
stand it, is not putting wages in this bill. 
That sentence says that the major portio~ of 
labor is protected by oolleotive bargain1ng 
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deals an! yet what we are saying in genua! 
is that the rest of the people aon•t need 
t.1J1 protection againat labor in te!'lla of a 
price ceiling. 
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You mean that the public is protected against 
wage increases--

If we say a major portion of our defense 
industr ies today are protected by collective 
bargaining agreements, that is one thing; but 
we say the major portion of labor in our 
defense industry la being protected. It 
isn' t labor who wants protection. It ia 
labor we want protection against. We are 
t rying to meet the.people who aay we want a 
price ceiling, a protection against labor. 

In this sentence, it sounds as though it 
was labor who wanted protection. 

Joe is right . If you take out "labor in"--

I will make you a compromise. How about say­
ing, "Get the major portion of indust~ and 
labor in defense, both"? 1lby not say industry 
and labor~? 

That ia on the theory that collective bar­
gaining protects industry? 

Does it? 

wey not say that "the major portion of our 
defense industry is covered today b.r collee- • 
tive bargaining, and only a sharp rise will--

''Our labor industries, and the labor." Why 
are you afraid of sayin~ "the labor"? 

I thought if you said "the industries are 
cover ed by, • it would mean both capital and 
labor. 
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Would a laboring an 11Dderat&Dd that? 

IJ.ata1 fellow, I aat in thia thing, and I 
heard thea talk - you !mow how ther talk to 
eaoh other? It ia all brother and slater. 
Reall7. When they get up, they address each 
other - '!low, brother: and, "Now, sister .. " 

291 

Do you think the fellow talking about brother 
and aiater will Ullderat&Dd this? (Laughter) 
That ne an eye-opener to ae. 

Collective bargalniDg aeana labor. 

I will take all the tiM that h necesaaey. 
Thh h terribly laportant, and particulerlr 
ainoe S1d:nq Hillaan lmowa he pn me thh 
thing. Then I twisted it. 

• 
You lll'e ·giving 1t a twist to help Sidney Hill-
man. 

1m I? How do I say it, Joe? 

(llr. Bell and ill' . Haas nhred the conference.) 

You can say, "major portion of." 

"Is protected by our bargei.n1Jai contract. 'l'he 
major portion of our defense liaustries today 
ia covered by - • how? 

Then it reads r ight on, "by collective bar­
pining contracts. • 

It haan' t been ar impression that a collec­
tive barga1itng agreeaent in any one of these 
given cases affords any definite protection 
against the possibilities of strike . If they 
feel that oorporate profits in that industry 
lr• too high or there ia another reason ~ 
they ought to get a nge increase, they wi 1 

•• Regraded Unclassified



H.!A. Jr: 

O'Connell: 

H.IL.Jr: 

O'Connell: 

White: 

- 22-

strike~. 

But it is a stabilizing effect. 

It ia helptul, but I think this would 
indicate that it has more of a stabilizing 
effect than most people believe. There are 
a lot of contracte that have a year or two 
to run that have been repudiated or they 
str ike in spite of the contract. 

I think it ia a good point. I like that. 
What? Isn't it a fact that the thing that 
would upset these things ia that the - is a 
sharp increase in the coat of liTing? Isn't 
that the thing that upsets them? 

Yea, but t his sounds as though the major 
stabilizing factor in the picture was the 
exiating coll-ective bargaini.ng agreements 
in defense contracts, and I think that very 
greatly over-emphasizing the atabilizing 
effect of that particular thing. 

Look; Joe, he starts out by saying, "I 
appreciate that wages affect the cost of 
production, • after he has made the state­
ment that he ia not in favor of a wage ceil­
ing. Then he says, 'I appreciate that wars 
affect the cost of production and the cos 
of living. • Yet he says, -we have a very 
important stabilizing factor so long as we 
keep the coat of living down, namely, the 
major portion of labor in our defense in­
dustry today is covered by collective bar­
gainidg contracts and only a sharp rise would 
upset those contracts." I feel, therefore, 
that t he demand for higher wages will not 
present any substantial problem if we now 
control the cost of living and if we catch 
profi ta. 
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I thiDk that ia right. 

It h ureb a utter ot IIIPh&ah. I 110uld 
like to teU ;you the ft1 I lh!Dit it ought to 
go. I don't thiDit thh h u good aa another 
wq ot ea;ring what 1D8f be aubatantial~ the 
l&lU thing. 

How would ;you aq it? 

I would aq this: "I tulq appreoiate tbet 
ng11 atfaGt the Goat of produGtion and the 
coat of lhing. !!owner, I tttl nr;r 
defWteq that it n can control the fineral 
lanl of prices, the ooat ot llTing wi not 
rile to 1111ch an extent u to exert dangerous 
priiiiUl'e on ngea. Purtheraore, adequate 
taxation of exGeaa protita will r..oTe or 
at least greatly reiluoe the preuure tor 
wage increases that inordinatelY high Gorpor­
ate profits iJleTitab~ Ot.Use. )Urthermore, 
a aubetantial portion ot our defense indus­
tries toda;y is protected b;r oolleotiTe bar­
gaining Gontr&Gta and o!ll¥ a aharp rile in 
the cost ot liTing will upaet thoae contracts.• 

'!'han go on to sq what 7ou aaid in Boston, 
aDd aq, "Howenr, it, ln a pi te of price con­
trol and adequate exoaaa profits taxation, ;your 
GOat of liTlng rises or ;your wage inoreaaea 
go on, than 70u haTe to do something else.• 

But I aean, it M1 be o!ll¥ a utter ot eaphaaia-­

What about the President, Dan? 

'ftla;r thiDit that ia all right it ;you will olear 
it, and it is a question ot whether ;you want 
to clear it before ;you get definite word fraa 
steapll. 
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~t they would - the;y agree e.nd appreciate 
l t • It might be a good thing. Do ;you think 
he would ea;y a~hing about It if it isn't 
given out toda;y or tomorrow? 

No. 

(Seoretar;y on White House phone.) 

Hello ..... 

Grace, ie the President finished with the 
press conference? •••• • 

Here is the point ••••• 

The Treasury and the Federal Reserve want to 
give out a statement we have agreed on in 
connection with excess reserves for tomorrow 
morning's ~apers, and I would like to tell 
him about lt •• ••• 

Lauch Currie has sat in on all the meetings, 
and he is here now and he is agreed. So 
it is Eccles and the Federal Reserve Board 
a.nd ourselves and Lauch CUrrie who are all 
in agreement ••• •• 

Yea •• • •• 

Telephone is all right ••••• 

You do i t for me? ••••• 

'nlank ;you .. ... 

Now, have ;you sold everybod;y on ;your pl~, 
O'Connell? 

I don 't know. I haven't done a~ lobbying. 

Harr;y has. (Laughter) 

• 
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Hethaths got agre•ent now. It h O,JC. to 
pu e question. 

I got tour Totes while rou were bu17. 

295 

That ia right, Ed, I don't mise much, do I? 

That h right. 

I haTan't got a chance. 

I thiDlt TOU lost 11hen rou picked up the 
telephone. 

Well, let me haTe the reiUlt. Read it once 
1110re, and I will aa;r, •o.l. • 
I thilllt it ia pret q good. 

This h in IIUbstitution !or that first-~­
graph. 

"I flll.ly appreciate that wage rates atteot 
the coat of ~reduction and the coat ot liT­
ing. HoweTer, I !eel Terr definitelT that 
i! we cen control the general leTel ot prices, 
the coat ot li Ting will not rise to IIUOh en 
extent aa to exert dangerous pressure on 
wages. Furthel'lllore, adequate taxation o! 
excess pro!ita will remoTa or at least greatlT 
reduce the pressure !or wage increases that 
iDordlnate]J" high con>orata pro!ita ineTitablJ 
oauae . • 

I cen a imp lifT tba t. 

That needs a little emoothing there. 

"Furthel'IIIOre--• 

I mean, I get the idea. It is that it is not 
colT the high coat o! liTing that exerts 
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pressure, but it is also inadequate excess 
profits. 

That is. right, high corporate profits put 
pressure on wages . 

Use the other language, 

We had some other l&n8Uage. 
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The wq you had it thia morning. The thought 
is correct. 

Right, gentlemen? 

"Furthermore, the ujor portion of our 
defense industries today is covered by 
collective bargaining contracts and cnlf a 
sharp rise. in the cost cf living would upset 
those contracte. " Then go on to the next 
paragraph. 

Well, if Kuhn will take i t and sit down 
afterward and smooth it out, i t is all right 
with me. 

I think it might be pointed out, Mr. Secre­
tary 1 and you mq be wholly aware of it, tb.a.t 
there is reason to e.xpect that the editorial 
writers will pick on that paragraph and kind 
of pan you for it. 

I had hoped that you fellows would all come 
in here and say tb.a.t I am forcing wages and 
everything else . I have got a beautiful press 
on this, and now mf press is all shot. 

You won' t get a beautiful press on this unless 
you read the right papers. 

What are the right papers? 
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White: 

H.l!.Jr: 

White: 

Kuhn: 

Whi te: 

H.J.I.Jr: 

V/hite: 

H.ll.Jr : 

Bell: 

H.l!.Jr: 

Kuhn: 

H.LI.Jr : 

Kuhn: 

H.li.Jr: 

Kuhn: 

H.li.Jr: 
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The left papers in thia oaae will be the 
right pe.pers. 

I e.ppreoie.te your putting up the aigne.l, but 
I e.m quite conscious - I e.ppreoie.te whe.t you 
he.ve done. "Wf brothers and sisters, you see." 

lle.ybe you can have your songwriters write e. 
song entitled, "Let's Do It the Michigan w~.· 

Will you sing it, H.arry? 

If they write it, I will si.ng it. 

He.rry is getting good. Did you te.ke some 
tee. , He.rry? 

No, thank you, I em getting good without it. 

Ob boy! All right, let ' s go. Where were we? 
I am down to the foreclosing. Are you all 
right on the w~ he has got this? Did he 
whisper to you too? 

No, he didn't . There are two IIIIUIY "how­
ever' s"and "furthermore's." 

It is the thoughts. 

At the bottom of page twelve, ur. Secretary-­

! am not quite there yet. 

I am sorry. 

What is the bottom? 

"If prices behave as they did during the 
World War, we may find that our def.ense ~rogram 
would cost us double," instead of will. 

The. t is all right · 
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H.M.Jr: 

Kuhn: 

H.M.Jr: 

Kuhn: 

H.K.Jr: 

\lhih: 

Bell: 

H.li.Jr: 

Foley: 

H.ll.Jr: 

Bell: 

H.ll.Jr: 

Bell: 

Ha.aa: 

H.ll.Jr: 

White: 

Kuhn: 

H.li.Jr : 
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If prloea are •ll-d to beban, beoauee n 
are talking about not letting th ... 

J. 11 rlght. 

Yea. 

'The Gonrmunt qplop more than one 
a1111on people in--• 

Jo, nearll' one aDd a hill llilllon. 

Ci'r1Uane, separate troa the .lrlif. 

Tee, outside the araed foro•• · 

Apart tram the armed t oroea. 

Don 1t n:r eo? 

Tee, apart tram the armed toroee. 

You haven 1 t included unuaployed, 'IP!. 

Jo, the•• are civilian employ•••· 

'!han 1q they are regular GoverDMnt employees, 
ezolu1ive of 1Pi. 

You ~d aay the civilian e.ployeu of the 
Govera.nt. 

beoutlve branch11 . 

We will -.ke it olear. 

Do they usually thinlc of WPi workers ae 
Goveruaent employees? 

lot in that oonneotion t hat you are ualng. 

lbat do n do it we hire WPA? 
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Foley: 

Kuhn : 

Foley: 

H.L!.Jr : 

~'thl te : 

H.l.I.Jr: 

Bell : 

H.U. Jr : 

Bell : 

H.i.:. Jr : 

Currie: 
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Bell: 

White: 

Bell: 
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They are on projects. 

Apart from the armed forces and relief. 

Those on relief. 
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And those on relief. 

Yes . No, you people have cot to - I hope 
Lauch can stay long enou; to go over that 
paragraph on the labor and the profits and 
all that , to have it absolutely so that- -

! think that is the punch paragraph. 

Yes, that is, so I want every word weighed, 
you see, and put yourselves on both sides of 
the fence. 

You coul d eliminate the paragraph-­

Lauch, if you could stay long enough . 

At the t op of page 12, if you could eliminate 
that, you go right into i t in the next para­
graph. 

Will you stay long enough? 

<l! , r es, I will stay right through. 

\Vhat is that? 

The first paragraph on page 12 doesn ' t add 
much. 

Before closing? 

Yes. "As the nation's largest purchaser, 
the Government is concerned with the problem 
in a very dir ect way." 

Regraded Unclassified



ltuhnl 

White: 

B.ll. Jr: 

S.ll: 

B.ll.Jr: 

Currie: 

H.ll.Jr: 

Currie: 

H.ll. Jr: 

White: 

H.ll.Jr: 
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!llat Wlll4 .Ut 1t the pro~lta of •­ntta. ..-

I lcatti•• tJWak 1t ghu tht hearer• a 
little hope that 70u are ooaiug to the elld 
(Laughtv) ' 
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~~11, &II1R7, argue about 1 t. DID haa Mdt 
.... , point. ~ You ftllowe taD wdm 1t. I ttll 
JOIIr. ~. I • dohg a llttlt blt alfftHIIt 
aa uu. I -.kt a poillt, 7CIIl Mkt a poillt ua thq olD ••ttu u. . 
!bq OlD lltth it toalght. 

I baY• arrer lpiDt •o uttu 
at I ban 011 thh beoauae I 

I wolllltrr lflo. StorttVT t 1t 
tht poh'C 1a that 1100114 
tnlYe that alna4r the n•••~ 

• OOit the OoYti"DUJll 1101"1 1JI 
thall uq aRDt w oan UP! 
ovtailiwat of DOiliiHDf!al. 
th1Dlt 1 t 11 true. • " r 
Ttl, bat I don't--

~ 

It b not pntnllT appret1at4.tli•\ alreaq 
oar bill b&l coa• .., up beoan~f the lD-
01'1111 1Jl OOiho 

Bat I dOD't llkt tha lllplloatlon of tbat, if 

JOU ·-' t 1111111.. 
Wtll •• bad 1 t 1D there that alreadT tha 
'b1ll' •01111h to 1101'1 Wtn fin billion dol~• 
&Dd n toot 1t oat. 

It ;rw pat that baot, would it ao.-plleh 
11bat 7011 bad 1D aiD4'l 

• 
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CUrl'ill 

HJi,Jr I 

White: 

H.ll.Jr: 

Belli 

H.ll.Jr: 

Kuhn: 

White: 

B.ll.Jr: 

White: 

B.ll.Jr: 

Bell: 

ICuhn: 

B.M.Jr: 

Pole7: 

~ S.U..tloa llln h tllat lt h for thl tee. If • claa•t ltop .__ 

•u, .. w u a. 
•• aJ.d han 1t la, 

Pllt --~ 'be.ok in, Ferdie, llolr •oh it 
baa a1I'Mb oolt, Ill faot, w baa how •oh 
1t lla4 ooe\ 111 lddle ~ WN Uatell.lu to 
the bW. • aald lt. eoet a bllllOD !ollara 
111alle tJaq WN te1Hmg up there . 

ftat h k1Jiil of roqll oa th•. 
I tiWak 1lha w took that out, w took the 
other th1Jag nt. 

It 11 hard to find a figure . 

Sneral bW1on. 

I throw 1 t 1A 701ll' lap IDd :rou oan con aider 
it. 

h that •uto:doatlag ride up• Baruoh'a or h 
lt MDrc-athiD'a? 

lo, 1 t h 'rrla11117. 

It 11 aU right. 

Joa oouldll't AT 1pro.ptlf pan thia bill" 
ooula rou? 

Wright. 

I 1101114 put 1 period after •pau thia bW. 
1 

So ,_ Gill iDdioate that thl7 oan do wbatenr 
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Kuhn: 

Bell: 

H.ll.Jr: 

Bell: 

H.ll. Jr: 

Bell: 

Foley: 

H.ll.Jr: 

Bell: 

Foley: 

B.ll,Jr: 

Kuhn: 

H.ll,Jr : 

-sa-
tl11 -, be neoe....,. 

You han a&ld in thll ~eah that thh bill 
im•t goi~- to do it alOne. 'ftlere are lota 
of other th1Dga that haYe got to be done. 

And Whatever else we .., find neoealll'y. 

Does the Board bolr I q going to tell tha PJo .. ident? 

'ftlq don't kDD1r SteaR&ll had oalled you, bat 
I told thea you woula g1 n steapll a riDg 
vOWid fin. 

I thought Ronald waa to oall ... 

He WIDh to talk to you about 'llhat you llld 
Eoolea should say in this atat ... nt. 

That 1a •lo" I reprd it 11 tS..tallT illlpor­
tant for Congress to prompt~ pan this bill, 

lh1 don't I call up Ronald and tell hill that 
I am going to put in a call for the PJo .. i­
dent? 

I just thought if rou got this through, TOU 
could tell h1a both at once and aan a oall. 

"Vi taUT illportant for eonyeae t o pau this 
bill aM pass it prcaptq. 

You don't think Congre•• ia a little aiok of 
ha't'lng aouone tell them it takes courage to 
do this? 

1ho has told it to them? 

I don't 1m01r. Do they like that? Or do they 
llke to tldnk--
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Foley: 
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Foley : 
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J ' Connell : 
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o• Connell : 
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I think it kind of pats them on the back. 

Would it be better to say, "I know that 
Congress has the courage to do this " rath 
than saying, "It takes courage to d~ this"~r 
I don' t think so. 

::o? All right. 

They haven't shown it. 

I wonder if Leon knows what has happened to 
him? That is his worcy. 

He probably does b7 no11. 

I don' t see ho~ he can object very much. 

I shouldn't think so. 

You are helping him. 

I a~ree whoever -pulled the wi secrack, I think 
he 1s filibuster1ng ngain3t his o•vn bill. 

That was Con~ressmn Willio.ms at lunch today. 
He is ~etting a litt le bit tired of it . 

Is he goiD6 to ask aD¥ questions? 

A few . 

Hns he ~t en; left? 

He may ask you (SecretnrJ) ~orne of the same 
questions he asked Harry. They will be very 
simpl e. 

He will do it only to - his ans1ver s will be 
in his que stions . 

Regraded Unclassified



0' Connell: 

H.M.Jr: 

CUrrie: 

H.L!. Jr : 

CUrrie: 

H.ll.Jr: 

CUrrie: 

Kuhn: 

CUrrie: 

- 34 - 304 

Yea, he wants to get saaethiaa in the 
record which will be a sort ol thing which 
he thinks he understands--

Excuse me. Not to tie up ~writing staff 
you fellows muat be getting tired, and donlt 
you want to adjourn, and I will just sit here 
and wait until the President comes along. 

lla,y I make another euggeetion? Going baok 
to page ten, I made a little check as I went 
along. The sentence at the end ot that 
paragraph, I think, might be made stronger. 
You are talldng about larm prices. You can 
say, "Farm prices up to levels that can not 
be supported after the present emerrncy is 
passed. • They may say, "That ia al rii?J;lt. • 
If you put that in a more poeitive fashion, 
I think it can be sustained that the chief 
sufferers in the last inflation, the thing 
that bogged agriculture down for years and 
years, was inflation. 

I said that in =7 Boston speech. 

Did you? 

I said this thing lasted tor twelve or thirteen 
years. I can repeat it if you want me to. 
I said it took them thirteen yeara to get 
out ot that 1920 flop . 

Yea . It puts you on a little safer ground. 
You are doing this not only tor the general 
community, but tor the taraers themselves . 

"'t wouid again drive farm prices up only to 
bring a result and the oollapse and misery 
of the kind our farmers knew tor twelve or 
thirteen years." 

Or you could make it eve.n stronger • "I think 
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the farmer s eventuallf are the chief 
sufferer s of inflation.• 
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I think I 8.Jil correct. Just the "8.'1 commodity 
prices go up first , then wholesale, then 
retail, in the rever se thing, the ret ail r•s 
down fir st and the farmer autfera in tha -
I mean, it goes baok the 8&1118 way, doean' t 
it? You get your collapse in your retail 
first and then your wholesale. 

P&l'lll prices have always tended to go do1111 
more rapidlf than industrial prices. 

!gain I say it you «ant to go into ltuhn •a 
roam where you write it, just as soon as I 
hear from the Preaiden•, l will let you all 
know. I 8.Jil terriblf mch obliged I will 
just sit here. 

Yr . Secretary, do you want a reading cov,r of 
this at your house tonight or tomorrow at 
nine o'clock on your deak? 

To play sate, I think I will take it tonight. 

Right . Can I ask - have ldaa Chauncey or 
somebody do it? 

I will have her stand by. 

Shall I give it a oheck before we have it 
mimeographed or do you want to see it again? 

Not if you want to stay on friendly terms 
with me. 
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bo011111 I .. 1a .... ,. wltla l\1 e\Jeethll, kt aln ~ ..... 

I aa eoadM_. of tM t.nl\le WIIMJ et tile pro\1• atek 

CO!Iplll a \111 U e•trol ,..1 ... 1 

•tottT n atul, u • 416 in tbe dollac ••thl of 

•bo• tve.• 

Ia Ult fuu ul flew•• alr..q ,... •• ate6 to thh 

ot the pPliO lata ,. ... w t. \hl.l C.-lthl pelate t. tM 

... toMlall•, .... 17, tllat tbe patten If prloo rll•• 1a 
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t bl p61t Wo JIVI 11 lbowiJIC a& alaftWac lla1lu1tT te tile 

prl•• •n•atl 4vlJIC tu tlnt two 7••• ot lorl4 war lo. 1. 

In \be 1ut ..,. w alte4 too loJIC. It •• aot aatll 

hpat, 181'1, U.t the tlnt atep waa taken to eblak pP111 

rl•••· ike Lwfer 1et e•a• .. •lJIC \be Pree14eat to ooatro1 

t oo4 u4 flle1 prl111 .a ut latre4ue4 ~~atll Jae ll, 1817, 

ana a1a aot \eee• law aat11 1uc-at of that 7ear. 

liT tlaat tl• \U 4uap ba4 alrta4J btiD 40DI. !bl 

CIDIP&1 prlee 111W1 bai PillA -PI tbaa 76 piPOIDt &a4 the 

t oreu .Ulq fer tvther prioe rilu ba4 buo• 10 ,-rt1ll 

that t.U7 eo.U ut \I atoppti. 

1PI W &l*la to •lt aa\11 prioll ban Pilla 76 p .. CIIat 

before w take \o14 &D4 etteotl~• aetioa? 

It ..... to • tut .. han alr•a4T co•• •• tar u w 

aare wltboat ealllll& a halt. 

• 
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tht ,.tt - JMI't lt •bftbc .. alara1ac dailul tJ to ~ 

prltt .O't't•ata 4v111 tu fbtt two '"'" of lorl4 tu lo. 1. 

IA tht lett war .. wa1tt4 too lcnac. It •• not aatll 
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BT tlt.at tt. tu laal' W a1Ptt47 'bttD 4ollt. !be 

c•aeral ,rltt lt't'tl ba4 rltta .... , tua 76 ptrotDt aa4 tbt 

forttt •k'•l ttr fvthtP prht rlttt ba4 'btto• to ponrhl 

that ~7 tt.U aat )t ttopptl. 

1rt w apla to wlt •tll prlttt ban rileD 76 peront 

btfOPt ft \akt \ol4 &D4 tfftttl't't &ttloD? 

It aat• to .. tbat w ban a1Ptt47 con• u far u n 

dart wltla.nat ttlllll a llal.t. 
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people, U14 111 the 1_..,. 111tenate of faJWra u •U. 

I aa ut Uat.rw bf the et~neral lnel ot ..,-leultwal. 
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I am glad to testify in behalf of this Bil~not only 

L~cause I am in accord with its objectives, but also because 

I am convinced of the terrible urgency of the problem which 

this Bill woulc help to solve. 

As t he President said two months ago in recommending to 

Congress a bill to control prices: 

"Today we stand, as we did in the closing months of 

1915 at the beginning of an upward sweep of the whole price 

structure . • 

In the facts and figures already presented to this 

Comcittee there has been aople cemonatration of the accuracy 

and timeliness of the President's warning. Almost any part 

of tho price data presented to this Committee points to the 

sa~e conclusion, na&ely, that the pattern of price rises in 
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tl:e past two years is showing an alarming similarity to the 

price movements during the first two years of World War No. 1. 

In the last war we waited t oo long. It was not until 

Aueust, 1917 , that t he first step was taken to check price 

rises . ,be Lever Act eO?o~ering the President to control 

tooci enci fuel prices ''e.s not intro<l.uceci until June 11, 1917, 

end did no t becone law until August of Lhat year . 

By that time the damage had alread) been cione . 'fhe 

seneral price level had risen oore t han 75 percent anci t he 

forc es making for further pr ice rises had beco-e so por.erful 

tl:at t hey could not be stoppeci . 

Are ,;e again to wait until prices have r isen 75 percent 

before we take bol d and effective action? 

It seems to me t hat we have already gone as far as we 

'are without calling a halt . 

• 
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The wholesale prices of farm products have risen 37 

percent in the past year, and of that rise, 6 percent has 

occurred in the last month. All commodities have risen 18 

percent in the last year and 2 percent in the last mont h alone. 

Similarly down the line: foods are up 25 percent, hides 

and leather up 13 percent; textiles up 23 percent; building 

caterials up 12 percent; and chemicals up 14 percent. 

The publ ic is amply aware of what is happening. The 

housewife knows that pork chops that were 29 cents a pound 

in January were 30 in February, 31 in April, 32 in May, 35 

in June, 37 in July, 38 in August and 41 at the moment , a 

total rise of 40 percent in those nine months . The house­

wife knows that eggs have risen more than a third since 

January, that coffee ie up about one-i'ourth in the same 

period, and that sugar and flour are up almost a fifth in 
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the same per iod, respeotively. The housurif e, the business 

pn, the nge-earner, and the government emplofee all know 

from their daily experiences that prioes are rising. 

The forces at llork today are the same as those that 

325 

broU&ht our inflati ons in previous periods of n r or rearmament . 

Yet there is fortunately one difference in the situation which, 

I believe, can save us from the disaster of inflation now. 

This time tbe public and t he government are aware of what 

happened before and what is happening now. All of us are able, 

if 1ve choose, to take positive, effective, preventive measures 

in til:le. 

That is what the Congress is being asked to do today. 

Passage of this Bill would be one additional st ep forward 

in the war asainst inflation, the war on our home f ront, the 

wer that mus t be fought and won if we are to preserve our 

~erican heritage. 
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It il tru, of OoaPH, that prioe oontrol alone will 

not conquer iDtlation. Th11 Bill alone cannot •top prioe 

riaea. BTery GoTernm.nt that boa attempted to check inflation 

baa !ound that diPeot pr-ice oontr-ol.a alone oonnot hold d~ 

the lid when the iuo• of the oon1uai.Dg public il incnuinc 

and the 1110unt of cood• orulable to the ooniUMZ' il deena•-

' ing. i ddition&l atep.1 ~ 

Our Gonl'JIIIIen t hoi. 

.. 
.. .. 

{1) The Congzoesa ~· pof~' ~ the Preeident ho1 juat 

appr>oTed, o toz bill de1igDii to raiae more than 8-l/2 blllion 
.. 

dollar• of oUJ.tion&l rftenUI. Thia il o ajozo occoll}llilhment 

ln the onti-1Dtlat1on e!fort, !oro lt rill obaozob a tubatantial 

portion of the inozoeo1ed inoo .. a that or-e lnitiolly r-eaponai-

ble !oro pr-ice zoi1e1. 
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( 2) Seo Oll4lJ. the !PtU111'J 11 eacac.a 1Jl a bonowiJtc 

program dtaigned to abaorb atill ~•• of thle exo••• lao~. 

Through the aale of defense savings bond• and atampa the 

Treaa1117 b tPJlng to borrow a large proportion ita funit froa 

put four ~ntu ilt billion of defenee nTingt bond• and 

atampa baTt been aold. 

(8) Thlrdl;r, a new fol'lll of borrowing - the tax antioipa­

tion note - hat been introduced, with the object of abtorbing 

con•-• inooMI before the elate at which inoo• taxu fall 

due. During the ~nth of lvguat 110re than $1 billion of 

theae notea were aold, abaorbing inoo .. that Dight otherwiae 

be pushing up prieta in the D&rket place. 

(4) Fourthl;y, the Board of Governor• of the Federal 

ReaerTe S;ratea hal recentl7 been given the authorit7 to 

Regraded Unclassified



control oon1u.er LRitalJ·pgt oreait. fbi• .... are 11 a11~.a 

to reetriot the 1peiii11Dg of utioipated incOM. 

(6) Plnallf, the Office of Price 1a.1Dietretion ba1 

been exartinc "''1"7 .Uort to control prictl tbroup tha 

cooperation of producer• and oonau.er1. 

Tho•• ere the .ore t.port&Dt 1t1p1 tbat the GoTernaent 

ia now taking to check price riaea. But the7 ere not 

enough. 
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1f we e.re to be sure of victor r in the 'IIV agalnat 

inflation, we must prepare further to inoreaae taxes. ~~ 

cay have to extend the general controls over bank credits. 

We shall certain.lJ' have to reduce capital expendi turea for 

non-defense needs, and widen the sale of defense aavinga 

bonds and atampa. 

It would be wise to extend t he social security program 

to absorb purchasing power now and pave the way for increased 

purchasine power after the emergencr./ Silnil might 

be clesirable such as a 

incomes o 

to 

It vtill also be essential for Federal, State and l ocal 

GOvernments to reduce non-defense spending as much aa possible. 
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r am looking fo~d now to an earq moe t i.ng of the joint 

~~mmittee of the taxing and appropriating agencies of Congreae, 

a committee that has just been created to study the v1hole 

problem o! non-essential Federal expenditures, I hope that 

t~s comaitte~ will receive constant supiort from Congress 

o.nd the countey at large, !or it can I18.1ce a "tal ~nlj[ibutio.,~ 
tl.. : ... 

in the anti- in!la.tioJW7· str:uggN . 
I t 

We DWst do much more~ ~t do•·~· ' .,ro but 
~ . . . •. ~· t -

' . ,. ......: • 
vte DWat attack the problem f rOID. the other aide, . .. iilg prices 

can also be rat:rded by increasing the aYpp~w ol aoods Wbioh 

do not courpete with d efense needa. 

We are in a position to do just that. The goYerlll:Ulnt bas 

in its warehouaes vast quanti ties of cotton, t:n.at, coru, and 

~ other agricultural staples. Our granary doora should now 

be opened, enough at least to prevent unreasonAble price rises. 

• 
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Such a atep would be in a.greelllllnt with our established 

agricultural pol1o7 - the ever- normal gran.aey, JIAving 

accumulated atocka in tilua of low pricea, they should be 

distributed in times of high pr~c:ea, Uow is the tl..mlll to aptJ 

our billa, both- a.a an anti- inflation meaeure, and aa a prepare.-
., 

tion for ot:tfilling t'-! if that should again bec:olll8 neceuar;y. 

The concept of an ever-normal granary, which calls for 

a oontrol o! falling f arm prices, aee~ to me to call equ&ll;y 

for control over rising farm prices. This Bill, however, 

specifioa.ll;y restricts the authority of the price control 

administre.tion over farm prices. That is, I believe, the 

major defeot of the Bill. I strongly recommend that this 

inflexibility be removed - in the interest of the attack upon 

inflation, in the interest of the atandard of living of our 
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people, and in the long-l'UJl interesta of ferMra a1 .. u. 

I lllll not dist1ll'bed b7 the general lnel of agrloultlll'al 

prices now prna111ng, but I lllll deepl;r concerned about thll 

dsllger that agrlcultlll'al prices will continue to rlae u 

the;r did in the World 'IJ&r. Such a rise would hasten general 

inflation, would restrict the ate.nd&rd of lhing, and would 

even interfere with the health and morale of our people. It 

would again drive farm prices up to levels that could not be 

supported after the pre sent emergeno;r has paued. 

It has been suggested durillg these hearings that this 

price-control bill should include a ceili.ng over wages. I 

should 11ke to go on record as not sharing thh view. In free 

countries labor h not a clllllll041 t;r, hliiiWl beings are not 

propert,; and the;r should not be treated &a euch. 
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I tully appreciat e thet wages affect the t cos of produc-

tion and the cost of living. Yet the major portion of~ 

~~eL 
i.lr our dof onso industries today is pre,eahil by collective 

/f 

bargaining contracts, and only a sherp rise in the cost of 

living ~~uld upeet those contracts. I feel, therefore, that 

deman.ds for higher wages will not present any substantial 

problem if VIe now control the general level of prices, and if 

we tax profits effectivel y, 

Tv10 weeks ago I said at Boston tho.t it 17as folly for labor 

l eaders to seek continual increaaes in r.ages every few months, 

and thet it was equally shortsighted for fam~~ra, businesSl:Uin, 

landlords or bankers to seek to exploit the present abnormal 

situation for selfish gain. If, despite price control and 

adequate excess profits taxation, it should develop later that 

nage rates are not be in& kept \'ti thin reasonable bounds, other 
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!llB&aures will have to be considered; but as yet r see no 

necessity for the~ 

Before cloain~, I feel it my p~rticular responsibility 

as Secretary of the Treasury to point out to you the special 

interests of the government and the Treasury 1n stopping 

prices f rom rising further, 

As the nation' s largest purchaser, the govern!llBnt is 

concerned with the problem in a very direct way, Congress baa 

a~·eady appropriated more than $50 billion for defense, and 

the end is not yet in sight. If prices behave as they did 

during the World War, we will find t hat our defense program 

will cost us double without givine us a sinele additional gun 

or pl~ne for that extra expenditure. 

i'/e not only are the n~tion ' s largest purchaser of goods, 

but we are the nO:tion • s largest employer. Apar.t from the 
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armed forces , the government emplo71 more than one million 

people with a parroll now running at the rate of $2-l/2 bi l l ion 

a year. A substantial rise in the cost of living will raise 
' 

for ua as an employer~ choice of evils: to permit the 

reel incomes of our employees to be unjuatl7 reduced, or to 

increase 1t11l further the paTroll that we lllllat meet • .... 
I flll1 appreciate that it requires courage on the part 

· o! •. ~eae t o pass t his Bill. It always requires courage to 

put brakes on rising prices. But if any lesson is to be 

learned from the"record of the past, it should be that inflation 

is inevitable in times like these unless all of us - Congress, 

the Exeoutive Departments, and the people - fight it on all 

fronts and with all the st rength and oourage at our command. 

We should gain courage from the knowledge that infl ation 

i s not only accompanied by serious evils but is followed by 

uld lose eight of the fact even greater evils. We sho never 

• • • 
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that inflation is always followed b7 deflation and that the 

r ide dorm is a lot longer and a lot harder and a lot more 

painful than t he short intoxicating ride up. 
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After all, this que&tion of inflation i& one that goe& to 

the very heart of t he social aspiration& of the American people , 

An uncontrolled price rise now would endanger the fruita of our 

hard-won progress of many years. If we lack the necessary 

realism and courage now, we shall place multitudes of American 

farmer s , workers and Government employe& at the mercy of those 

whom I have called •the three horsemen - - the speculator, the 

profitee r and the hoarder. • 

Every hardworking and thrift;y man and woman in the United 

States has a direct personal stake in the success of the battle 

against inflation. That is why I regard it as vitally important 

for Congress to pass this bill, and to do whatever else may be 

necessary so that ·the battle can be won. 

• 
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00\llltl'lea laW 11 aot • ••ILll t:,, 111.- llllae• ue •' 
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lA o"r •"••• ' >c-.lu ta .,, lr ,,., .. , 1 ..... u .. u-

t#qt1' 1'11 ?Sb&Mr P' " 1 P • a' .. I lw bi tbr wat ttl 

ew iiH:l wt Fa seat ..., a r · tta1 

..J. :a:..t.:: .. :"1P"'l:"f~:.-..,:rl~--=-=~='llq-=~E--ill-:_~'~ .t ,., res, n' " J 
1Wt ...., lilt I ..U at !!oatoD that 1 t ., loU, f w law 

lHinr te ..U IIRtl 1 '• F IIWt la -cea rnrt tn .mUll, 

lll VL I ..... 

1aJt ntoe I" •t k''ll IE»' u 16 i I ..... "" • i ···~ ..,_ 
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t!taauri • · ' 11 but II J l :at IW M -
~cnal cy tua U 

' o1'oro ol on\n, , I f eel t t r:s:! ;?IIJ'ticular rc~pons1b\llty 

aa coro lOJ'Y of t ho ·.:rea oury to point Jut to ;rou t..'lo : 'loolal 

,.u tho natlcm'• larce•t purobr.Mr, ti.o ··onrn:Jent 1c 

c>ncor nod ttl t b t~e pro~ in a vory C: troct tlll\l'• C.m.:;roos baa· 

nlreadj' approprlatel .re tbaA SSO lallllcm for def on.ee, ll:ld 

r A•'U ,,<. -r 

<z. t. o ond la not ;, .. t lna l !jbt;'" I ! prlou lAb&vo u t !Ay did 

" •H ""'f 
· lurln • the • • .orld t.ar, w .trill flne t !.&t our dofenao prova::t 

f • II ,.,y 

~£ coot ua doubu wl thout chin. l1ll a dn;;le • .dltlonal ctm 
., I 

_,r plant for t hnt extra ex,endttun. 

o .JWt OlllJ' aro the nntlon ' o lar;:oat i)Urcb&lll' o! eood•• 

-.t \Ill uo tl.o nr. t l OJl't lar~;ut ot:QlD)'ol'. \ I llw 
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n :~c nr. I. ~tantlal rho ln ti:A ooct or H vln · n1U r alM 

or ws u an ql~r a ow lo• of ovllaa to .10r:::Ut tee 

1·cal lncomoa ;,! ~ oapl07M1 to u unjuatl,y rot!ucod, or to 

lncrouo ot1ll !'urt !lcr tl.e p-.,-roll t l:.at r.e !lUst :JDot. 

T fullJ' appr oo1at. tl.at lt l'<.jl.i roo c.:mra_"t on t he ) art 

of Con,;re11o to pan t !Jl:l n111. •t mh.n;c roqu1roe c.:>ura..:;o to 

~ut Lr~a on rio~ pricoo. ~ut 1 ~ leos~n ia to be 

l. c.rnod !'rem tho record of t~ •• ?Ut, lt cl.o.,;ld I.e n a t lnnaUon 

1o lnevltaba 1A tlaaa l1.D t~.o.o unl•~• ill or ua - Clm..,..••• 
tt.o .. xooutln Dlpartacmta, anti t l.o pooplo - !'l ·!.t l t 011 all 

, o ct.oul ~aln coura;::e !'roo tl.e lcnJ\"led,::o t hat lntlatlon 

•von roator oYt ll. ,_ Gt~l~ nover l o•• cl :ht o! the raot 
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u.at .!!l!l"tloo 11 U.,. tollrul '-7 -.rlattoo and that u. 

r ide doe 11 a l ot looetr and a l ot hardu and a lot ~»rt 

p11lnful than tht chort l.ntoxloattu,: r lcle llll• 
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An. all, *- ....U• et latlaUa 1a - Qat ,... te· 

tM 'fWJ Mut ef tM ... lal..,lfttt.. If tM ... rieu JIIJll • 

.. ... '", .. )lrlae .s. ..... ...u l=fnpr tM tnlte., .. 

~~ut ... ,...,. .. e1-. ,..... u .. lau tM ...... ., 

realla 1111 IIII"'P ... , • IMU plu1 altlt .... If 81P1 .. 

fariiiPI 1 WIPDPI 1111 left.....t ..,10111 at tU ..nJ If ... 

a. I M'fl •lld •tM tUM a. ..... •• tU ~p~nlater, tM 

protltelr Ull tM )JUlep.• 

.... ., \• I srllbc Ull --lftl .a ul - 1a tU valW 

state• liN a l.lNet ,... ' ltUal 1a tM ..... ,, If tM ~atu. 

.,.,u, lat1atla. ~~ 1t •• dtalq bptptaat 

tv CMC Ill te put WI \ k 

-

Regraded Unclassified



Cl1tton 
Mack: 

HMJr: 

M: 

w.~Jr: 

!~ : 

HMJr: 

~ : 

!lMJr: 

M: 

HMJr : 

M: 

i!MJr : 
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Yes , air. 

c11r. 

Yea. 

Sometime tomorrow or s o you'll be getting a 
call rrom Lauchlin Currie, one or the President's 
aas1stante •..• . 

Yes, elr. 

•••.• who' s looking arter t he Ch i nes e end or 
things tor the Pres i dent. 

Yes. 

He's ourioue to know how we worked out our own 
procedure with Lend-Lease. 

Very good. 

And 1! you get a call, you onn talk frankly; 
because he thinks maybe he can ge t the Army 
maybe to do something, s ee? 

Well , very good. And I'll be happ] to do it. 

Thank you. 

Yee, air. 
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HMJr : 

Operator: 

Grace 
Tully: 

HMJr: 

T: 

HMJr: 

T: 

!IMJr: 

T: 

!IMJr: 

T: 

HliJr: 

T: 

!IMJr: 

T: 

!IMJr: 

T: 

!IMJr: 

Hello, Gr ace. 

All right. 

Hello. 

Yee , Gr ace. 

Hello. 

September 23, 19~1 
~:48 P·•· 

Mr. Secretary, unfortunately I caught the 
President Juet ae he waa on his way out and 
away from the telephone; but I told him, and 
he said it you were all e greed, to go ahead 
and release it. 

Ve are all agr eed. 

Right. So be said it all agreed, then it 
would be all right to go ahead and release 
it. 

Everybody baa. Lauch Currie ia sitting right 
at my elbow. 

Good. 

Now, I mean. 

Yea, air. 

To release it. 

Xee, sir. That's what he said. It you're 
all agreed, to release it. 

We are, Grace. 

All right. Grand, Hr. Secretary. 

You're always helpful. 

Right, air. I'm glad to hear it. (Laughs l 
Good-bye. 

Good-bye. 
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HMJr: 

Operator: 

!IMJr: 

Ronald 
Ransom: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

Hello. 

Governor Ransom. 

Hello. Hello, Ronald? 

Yea, Mr. Secretary. 

358 

Well, you've done a beautiful j ob and I'm very 
happy. 

Thank you. 

And I wish you'd tell the Boar d that. 

Thank you. 

And I Just got word trom the Wblte House that 
the President said it lt was all in agreement, 
he was very happy and we should go ahead. 

Fine. And you expect to t eatlty tomorrow? 

Ten o'olook. 

Ten o ' clock tomorrow, and we will release it 
then tor the morning press and I oan tell the 
Board members tha t it has cleared with the 
Pr eeldent. 

That' e right. 

Well now, I was Juet talk.ing to Marriner on 
the phone, and be wanted to be sure you under­
etood that he went along wi th it, that he was 
very much pleased that we bad been able to get 
a thing worked out and regretted dee~lY that 
the plane schedule prevented hie getting here 
today as he bad planned, end •••.• 

When will he get here? 

He ' ll get here tomorrow morning. 

Uh huh. 
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R: 

HMJr: 

R: 

IIMJr: 

R: 

IIMJr: 

R: 

IIMJr: 

Rl 

HMJr: 

R: 

IIMJr: 

R: 

IIMJr: 

R: 

Hl~Jr: 

R: 
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low' I told h1a tba t I wae solng to eusgeet 
JOU alsht take that l1bert7 that 1ft 70ur 
teetlaOftJ toaorrow it 70u got preaeed oft tne 
queetion ot What tuture power• - eaerseftc7 powera - abould be SiYeft the Board in thie 
aatter, that 70u could etand on the etateaent •• • •• 
That'• right. 

••••• and that I hoped it he got on the etand 
following 7ou that ha 1d tollow the aaae pattern 
ot teat1aony. 

Valli I '• going to atlolt b7 the atateaent. 
That a whT I vae 10 anxioue. 

Yea. 

I'a aimpl7 going to aay, •eo auoh tor todar.• 

It apaaka tor iteelt. 

The atatement epeaka tor ltaelt. You need 
haYe no worry about that. 

Yea. All right, Mr. Secretary. 

So I'm delighted and think it' a tne beat demon­
etration - I think the cooperation ia tar more 
important than what we're doing. 

Well, I think that ie , myeelt, the tar aore 
iaportant oueatlon inYOlYed that we can co­
operate and get together and agree to work 
together in a couon oauee under these coft­
di tiona ot the utaoet iaportanoe. 

Ia anyb!ldT lietefting to ma? 

Hub' 

Oan an7body bear me but you you? 

No. 

What? 

No. 
) 
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HMJr: 

R: 

HMJr : 

R: 

Hli.Jr: 

R: 

HV.Jr: 

R: 

HMJr: 

R: 

HJ.IJr: 

R: 

lr.~Jr: 

R: 

flMJr: 

R: 

H!J.J r : 

ll : 
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Sure? 

Absolutely. 

Well , then, tor you only - t ro111 now on, ... hen­
ever we want to put so111ethlng through d1tticult, 
we 'll do it over the long-di stance ohone. 

(Laughs ) 'n'ell, t hat may not always be necessary. 

All right. 

May I say this - Dan has been A peach and we 
could.n' t be where we were · today except t or Dan 
and t or the tact t hat your boys, while they had 
dittered at points all along the line with us, 
have been patient and cooperative and very 
determined to get a reaul t. 

Fine. 

And they oerta inly have been i nvaluable people 
to work with in such a cause. 

Well, we' ll - I 'm going to let them continue. 

All right . Thanks very much, !{r. Secretary. 

'.\ai t a mi nute. !!ello. 

Yes. 

I want one thi ng. Would you have Elliot 
Thurs ton contact Chlck Schwar z? 

liha t 1 e hi a name? 

Schwarz. 

Schwarz. 

So t hat we can - Schwarz wlll know about it. 

I' ll have hi m contact Schwarz, a nd I'm goi ng 
down t o try to tell Leon Henderson about 1t . 

• 
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HMJr: 

R: 

HMJr: 

R: 

• 
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That'• all right. But it you'll haYe h1• 
oontaot Schwarz, because we ha•• t he newa­
paper men ooYering the Treaeury &leo. 

And Schwarz ia the man tor Ell i ot to ge t in 
touob wi th. 

Yeah. Ke'a my Elliot Thuraton. 

Thank you •ery much. All right. 

• 
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I NT"':RVI31i 11ITH Al!CHI B.Il.D ICACL!I S!! 
Librarian , Llbrftro of Consroaa 
S.ot •mber ~. 1941--~:00 P, K, 

Th~ Prer.idf'nt' a r.,~uest t hll t h i s C3b1n~'t fl'l~'mb'" r" dftt>Od t t~e 1r 
~~~~r" An~ docum~nts ~t the ~vde Pftrk Ltbr~ry ftO thRt tha t institu-
tion woul d hAVP a eocnlete col lec t ion or rnnt~rinls eovA ring the New 
,,.nl , s.eeo r ding t o }.1r . ll.acl e i sh , crop t ed aome nr o'bl ,m& for t.t:e Library 
Of Cl")ngreaa. Thfl r n Ar e Mny mA t Arietll!l 'tthiCh WDUld otl':PT'dSC ~0 t o ' 
the Ll br•r11 of Congreoo (ond which th• Ll br•ry of Congress >IO•tl d like 
to hnve) but at nr eaent m 1~t bP. ~enoRi ted At thP Hyde Par k Library. 

!n the tnflt~tr.cfl of SP.cretttr y !lorg"'nthau 1 a 1)11.pf!ra I 01\de t!:• foll"J~·ing 
ll'!f"'4"f' t1on : All ntu)Pr s and docuoenta belon,;in& !.O i1r . !1-t~ rgf"nthau , s:-. 
l')~'"t,ualy do not coo~ u.nt' •r tte h,.,q!\ng of 111 :1Pw DeAl !~t•r1~t 1• ~nd 
sl:l)•tlt\ b~ t\fl'r»sl t ed ln the Ll">rar y of c~nr;rt'tl. All l)AtJe:'l Md 
d'?C'\.':"ntt bf"l~nt;:i!lg t<ll Mr. :~r~nt~Au, Jr . uo t' 19~:! ~?ulr! l1ke v1se 
,.,. df" 'DO~t tPd tn t he Z.ibr pry of C~nt;:rfl!~~ 1n t":., !'org•ntt~tu .Joc't:M•nt&r'1 
'"ll•ctlon. All of !~r. :.-:or ;;--nthAu, Jr. '• '"UII .. ,.r,, d~c::=···~~"' . !f"ttera, 
~~c ., 1lne• 19~~ a~ould ~· traneerl~~d ~r ~oto atat•~ . 7he t r PnPcr1btd 
~n4 ~h~tottA tf'd eool es sr.~uld b@ ~-~~slt,.t ~lth the Libr,TY ' ! C,ngr•st; 
~r.d th• ~rtrtn•l~ , i n corTP~~~n~ tnr or d•r . in t~f" PT••l~~r.: ' s Ltbrarv. 
':'hut th• '''?rvnthau f ilP in the L1 brl'tr y or Congr ••• "•ill be C"'~:!l)lete 
~tnc! th~ :Pr ,d!'tent ' s rec~un~t will e.t thflll tl\!:le tlr:~ be ful!"i:.lt~d . 

! r . ,·,,~:." t"h t houg.l-. t t hllt An P.Xo~ llen~ s?lut.lnn of the nrobleo i f it 
C~'•H s 'A'1 th ~hA Annr ovAl of Sr.c rPtnr v ll.o rs~r.thAu. 

r t h An r A18.-d t h,. nlte !'lt i on of al)ace nnd ~ttd!llt.-.ntft durtn.; t~e r>r G'DAra­
t1~n of all th~a· me t~riAl s bP!~rP thPY CAn b• OlA:ed 1n the D1cumen t 
:avttloo o! the Libr:~rY of C:lnQe!.'t . 7!\fl L1brl'r,, ls nressed fo r snace 
~~d !t under- stnff•d . C? l l ectl?na or c'teriftla no~ au~=l~~~d t? them 
(aue~ "' thr. T11Ct colltaeti..,n) ar,. at?r l'd "~' t r..d '-ill ~e !':eld 1n 
a t'):'Ag- ln'!e!!.!'l!telv . Stnee. I u nov ~?in,~ ?••r the Mor~~~t.,.u 
; ~•rll'lt. it. ws ::JY su.&;estioa t.l-.nt P TI)!)Z bfll ele"red !n ~he An.."\tX 
·! :~~ :t~rArV of Congreos %n( ~ st~:.!)~r~~flr a~•1r,n£d : 3 t:?n!:r1bP 
11r..t .,ri!Ottrf' theaP le:te r s Ant cloeu.?nt" !or or~a~trVI\tio:o. acd ·tltic.u.e 
,r,"'nitR.tlon for t~e ::loew::~ent Di\'l l'1.,n. f!t.• ~tftri l\! ~·Jld ~hua bec?ce 
r~Ad:V 'l')!'"lgTftMeivel:' . T!:is , t o, . ,,.,.~4 ;n :.:r . Jl.r;cLeis.": a dedr.Pble 
:oco~uro . I f (oll,ved . it. ,..ould "110 l!),.ra thA :J.l'tfl!rials f'rQu being 

f' t .)red nw,v !", r a.n indef inite ~rio4 of t.lr.~ And vo·1ld ~:atea.d becooe 
~vAilR.ble t~ eehol srs And r~aearch etu~~nt• At Vhnt~ve r ~a~e it set by 
th~ s~crft~ry and th~ Libr a r y to ~~k~ th~m nvAi l Able to ~te ~~Jlic . 

:·:r . !-:.AcLit1"h -will d i scusa th,sc euo~ttstions w\th the P.ead ?! the 
~Cll.n.-n t D1.v1A1on who ,..111 t h"n .. :e t 1:1 t.ouch witt. l'IP !"o r f urther 
rl 1111CU,ftil'ln . 

• 
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III'!DYJ.n VI!JI ICI, C, S, SCCPD:LD 
Chief of Vootorn Irricatlon 
Dllpart.ent of .iglcuhuro 

S.pteaber 23, 1941 - 11100 4, N, 

363 

I aoked Nr. Scofield !o relate to ao ~at he romoabored of tho 
c ircwootancoo of the Sco!iold-Norgonthau trpo4itlon--1913.' Tbio 
io the j lot ot what ho told me: 

In 1912, ~on Nr , Norgenthau attandod Cornell and otudlod agriculture 
wi th tho dotoralnatlon to enter Into tho field of far•l ng, tho Conoul 
tor 4r,entlna, . ~o W&l vioiting R.N. Sr., doocribod In gloving torao 
Agricultural opportun!tieo In blo country, H,N, Jr , wa1 ~reoent . Ho 
liiUOodlaul;r reoolvod to take a t rip throu;!ll 4r,ent1na upOn the co­
plo tlon ot hl o couroo at Cornell, In plannlns thh trip, be viobod 
to have t ho benefit of advice !roe an eqlcultural o.l<Jl"rt . He , thoro­
foro, caao to Vooblngton and outlined bit olan for tho 4rpnt1na trl1> 
to Socro tar ;r of .lgrlcult1U'o Houoton. 'l'llo poroon ho '"""'ted to 
accoapan;r Mr. Noreen than on tho Scuth American orpedl tlon vao C. s. 
Scofield, t hen In tho Dll,...taont of Asrioulturo. Nr. Norgenthau and 
Kr. Scofield aot, and R. N. outlined hit plano tor the trl1> thro~ 
4r,entlna and the objoctl••• of the propaoed trip, Mr. Scofield 
ouggooted that I t would be dooirablo to make a prior inveotlgatlon of 
agricultural conditione and agricultural opportunltloo In the United 
Statoo tor oomparatho purpo .. o with opnortunltloo In Argentina, Nr, 
Morsenthau agreed to tho viodom of thlo plan and they worked out an 
Itinerary ~lch would take them acrooo tho entire United Statoo and 
would cover all tho ~~~ajor cropo and agrlcu.ltural purouHo In tho 
countr;r. Thay wore net intorootod In agr i culture ao ouch, but In 
ouoooootul agricul t ural activltloo , and therefore pl anned to •• • only 
tuch t arma, ~lantatiooe, c1lle. and ~lante, •• are run on large ecale 
ouccoutully. 

For tblo t rip they t oot along Mr. Taylor, then Mr. Scofield'• oocretar;r, 
(and now a lawyer In Vaoblngton, D. C.), t o act "' their oocrotar;r and 
to record, ao t hey went alone, i.~~preulou pined during the trip to 
be incorporated In a aeml- foJ'IIIal reoort. On Apr il 14, 1913, they ator te4 
out froa Vaobington. 

'lho further they wont on thh trip, vhloh took them over throe .ontha 
~o ooDl)le to and during ~icb the:r coYor e4 nearly 8 ,000 1oiloa (T), tho 
oor o onthuolaoUc Mr. Morsontbau beci\IIIO AbOUt f arming in general and 
f orming opportunitioo in the United St&tea in ~•rtlcular, Upon their 
roturn, Mr . Morg~ntbau viobed to inYOoU«ate o1>1>0rtun1tioe on tho 
Atlantic aoaboard. Thou&~> he orlginalll' otutod out vi tb tho i dea 
ot oecklns hh farming oPPOrtunl tloo in tar avoy Argen t ina, tho more 
he '"" of farming act1Yi t i oa at homo , tho more he r ealized that opPor­
tunltloa exlatod much nearer at band. Do realized thl't It .,... not 
nocoooar;r t o travel to f or eign l onda In ooarcb of farming oPPOrtunl tloo, 
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~nd thAt it vas not even neeesSftry to travel to ~v atAte outaide ~f54l . 
h1a o"" for ouch O'lm0rt:"'H1e o. And he udo u;: h1o ainc! to try hh 
f~a1nc luck 1n Eew Ior~ StRtR, Mr. Scof1olc1 aceo~~ied h1= on 
oR•orAl tr1 oo througb tho Huc1oon VAllo• and ••r1ou r ~ 

d. o7 • " e nut.a o t~e ata te 
looklng ov&r ee1r~ble trec ta of lftnd and 41acuaalng tyues of cropa t o 
•nr Ago 1n. Af ter !!r, l'.orgen thau hAd bo\ll'ht a farm 1n Dutc~e Co t 
!4r . Scofi eld hAd aeen h im en verAl tiMet t o dlacu11 &nd acivla:'on un :r , 
ce rtftin er opa and enternriee a. 

I tuknd f~r . Scofiel d about t he lfiMUecrln t I)J\ t he eX"'')8ditio n-- vhether 
1t woo written by Mr. Scofield or !'.r, l'.org•nthl\ll, or Jo i ntly . Hr, 
Jco f\ cld feP.IlR thAt. the manuseri'o t lt !!r . J11}rgenthf'u. ' e. It wafl h i a 
in nlM and eeeentlal l y h i a ln "OrenarRt.l~n . HI! exr>lalnod to ce the 
~~ thod whereby that ~uecr1nt waa nrenftr~d . At th~ end of 8 dRY or 
l\ t t htt f'tnd. of an inanecti on of e fAr"'• or the lnvest t ga.tion or &n 

~n~~rnrt1e , Mr . Scofield and ~r . Y.or~en.thau vould get toge ther ~d 
f4ietAte to J~r. Tayl or . Mr . t-!orgenttu.u vould OPke clear ~at t>ertteu.lar 
r~oec ta ~P ~~ted recorded-- he ~Te htt o~ t~r-.aetona Ant ask~d c~v 
,,lft t tioc.a. .,1r . Scofi'!l t! Uso d1ctl\te4 hit i trOreut,ns a..rui corrected 
t,.,reaaton.a on the basis of ~is own k:n.ovlftc'ltf" so thAt ~er~ a rar:er 
r~~rt~d his enteror i se in r ot1er t-rm• t~ftn Mr. Scofield. fro~ 
,.....,,.rlence , knPv t-o be the case, he exnlatned hlt noiot of ..-tev and 

th~t ~~ tncoroorated in the acri~t. Later vhen t~~ acr1pt vas t~~d • 
.. r . !:O rg~nth11u Nld ~.tr. Scofl~ld w?uld 1:0 l)ver the first rough d raft 
11nt\ M"k~ corrections . Then 1t 'P:I tyn"'d un &gain 8 Dd turned ~ver to 
" r . ··l) r~nnthPu 'Who "·"• solPl.v r*"&'OOnslbltt fer all ch&n&ee , r·eviat ona . 
And &d~ ttlons , whtcl:. '-'Are lnconor&tfild in the aeeond draft . 

Vr . Scof i eld 11 U.."lder the i nmr f!lsd on thAt Mr . Y.orgentlmu intended to 
""''Jblleh in book: for ;n the r enort on wh1c~ he vork.,d . and under hi e own 
n'r.afl . but hl\d nP.v'!r done so. If evAr thnt mft.ter ia.l it uaed , Mr. 
Sc-,!1eld feels it should be nr es"nted n.a ~r. :~orgentbau ' a renort or 
1"1"\tftri"l • which , 1n fact, it is. Xr. On11r Asked. "~~"' :nuch tntereftt 
d? you think the r e would be ln thft t DA terlpl tod~v ~nd Who ~~uld be 
1ntttre flted ln ttl" Mr . Scof i eld felt t ha t tt"t r f>l'lort. vould hA.ve 
c?n«idera~le vAlue a& fJ oortrA.VAl o! 1\f"ricultW".ft.l conditions thirty 
·t~t~t~rt ~ ln the Unt ted Stnte e. Sincfl t~e renort had n.o l)() int of •tev 
n.d "'"' fl'nt1re lv t".octs o! actWll concUtione without attem'O,la& to aeke 
1"11\u tnterort tat"s~n . el ther ?n eeonoe tc condt tiona on the lr.nd o r the 
A•• t. r 1blllty of fpr:1. ng PB a wa..v of ll•ln.f( , O!" 11r.;' other h~el'l whlc:h 
?ne •l~t develoo froa h~e a&terla l, tht r~~rt W?lUd b~ •ery useful 
t., 't•u!enta o! A:!:erican 8gT1culture Md A.~rlcrn "zricultc.ral histor7 . 

·:r . Sco!'i•ld also told tl"' thfl t r.ft"' r Y.r, tA)r ge nthau •st~tbli sh•d hi.&self 
"' t uo-,ewell Junc tion end decided t o tr,'f h l s hAnd to de\•elou a herd of 
nnr,..-b ret\ ti!"lstetna , Hr . Scofield ",vt.sed. J-.lm aaainst it . One of hi• 
re111eon8 , inf!f')fs r ""~ hP eQul rl. rf'lnf!lftbf"r , "'"3 thAt forming Md dai ryi ng Al'& 

t' tngs n•i r)lbo r ing farmers would view with ayanAthet1c interewt , but t he 
rAiting of .,1tre- 'bred cAttle voul d be vle..,ed '-'ith auscicion and int~rnret.od 
., 8 " rich C'llln ' t!l h?'Jby . Y.r . !~or;ct"nthau n t ths t tioa ho..,ever had an !\1.ell 
t"''P t on'J: t1a,v TITi\'f"tf!l l ;r eroeo r it'ltsnt ln nurfl!- br fld cattle toward t he ~n-rAl 
1 •nrovt-oont of dt'lir " cllttle io th~ Stt'tt. It w?ulti SPftm thAt thRt i deiL 
~~ ~ P!neP be ~n de~tlo~d on a l~rr,e ec~lfll th r oUGh t~~ var iout!l cs ttle­
~·n • 1 A!soe1at1ons and Stt tft and ?ed•ral ~~~~ lcul ~ur~ ·~ri~ntal stati?nP. 

~· . V.aer 

• 
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S£P 23 IIMI 

- ....... Pneu..,, 
-....u,. - - - .. '1'1 u ., 

...... 0 - .. Gel .. la • ····--~ ~:::.:.:•::J• :. -;:.u;; ..,,,7' ~~ 
ftla WJ .. la u.t tM 1114.3!: ~ lMlad 
- .. -.ste~ ...... ltadM o.,. • 

... ~JU'~\M-.1\elata\M 
\lie YJ fJ IIIIJU'i$ld ... ~ .... s a ... 

- ...... tw ..,, .. et .u. ,.... n 11u 
,.. • ,.,.,_ ._, • nster ......U. 
11M -.. .... oa u. "* st tMs nssru.. 
s.u..-~..u ......... ,_ .. 
s-. st -s••· 

Wl\Ja ""- 18'\er I - MlltiSI ,_ -et ,.._ nnl'lhl• .S.o su M 'l!Q'M •• 
.., •f'lsVela. 1 tile:£\ ,.. ..U M la._.stet 
Ia ....S.. Mtll \lie _, ,., st tile t.n Msk 
oute• ut •.--~ \lie l<fn st AMI'lM•. 

hl~lJ. 

t111e hlnlt • ~ u. adW IM\M ,.. ....... ........_...,D. G. 

(yfJ to Mr. Thompson 

• 
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September 23, 1941 

Identical letters were eent to the following: 

Hon. Lowell Mellett 
Hon. Seoy. or the Navy 
Hon. Jemee V. Forreetal 
3rig. Gen. Rober t L. Den1g 
Bri g. Gen. Frederick H. Osbor n 
Rear Adm. H. A. Hepburn 
MaJ . Gen. Thomas Holcomb 

Admiral Harold R. Stark 
Hon. Seoy. or War 
Gen. George C. Marshall 
Hon. John J. McCloy 
Rear Adm1rel Rueeell R. Weeeohe 
Hon. Robert P. Pa t terson 
Vice President Wallace 
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TO• 

tllOloh 

SU!lJECT1 

Executh'e Ot!ica of tba Pru1dent 

OFFICE FOR FliERO£t;cy IW<AOEIIE!IT 

11aeb1ngton, D.c. 

l!DJORA!IpUl: 

Secretary Yorgentbau 

Oacar Cox 

J:inant Cable on Short Supply. 

September 23, 1941 

llessrs. llopkins and St.e~t1n1us have asked ""' 1t I would 

discuss the aMexed cable with )011. U you will fix a time at 

3G7 

your convenience, I will be glad to come over, During the hearings 

on the second lend-l ease Jlppropriation this week, any afternoon 

after 4•30 P.U. will be best !or me, 

(In . ) O. C. 

Regraded Unclassified
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Secreta!') of State, Washi'l!ton 

3C8 
ORA! 

London 

Undated 

Reo ' d September 1?, 1941 

6t20 · · "'· 

CONFIDENTIAL FOR SECRETARY IIOP.OOIII'HAU, 

In accordance with the r ecent statement of British export policy on 

Lend-Lease @oociS contained in t he llbite Paper, the iloard of Trade which 

administer& exports will have to deteradne •~.at goods are in short supply 

in the United States and llhat. gocds cannot be obtained in the United 

States. The Board of Trade is desirous that the United States Gove,_nt 

should have in London a man who will be f&mili•r with these situations . 

They are elso , 1 believe, suggesting to Washington through other channels 

that there be set up a con:ml.ttee to 'Ohich can be ret•rred the di fficult 

eases on exports. 

This question is doubtless of interest to several Departments in 

liashi!llton. 

Coe will be back in llashington in a !ew d11ys and •dll give you 

further details . 

I liOuld appreciate a copy ot this ooessage going to !Lr. l'.opkins and 

you r discussing t his problem with him. 

liLP 

Copies tot 
llr. llorgenthau 
l<r . Hopkins 
l(r. Oscar Cox 
itr. Philip Young 

WIN AliT 
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ECONoMIC DEfT.NSE BOARD 
YA!IlnCTON, D. C 

The Honorable, 

The Secre tery of the Treasury . 

Dear Henry : 

370 

At the cedting of the Econo~c Defense Boord on 
Sopte:~~ber 19, there was W>llll1mouo acree:DOnt on r-olicy •ith 
regard to future meetings . No regular tl..ale t~Ul be set for 
such meetings but they will be called either ~ the Chair=an 
of the Board or a t the roouest of any Cabinet Officer made 
to the Vice President . It r.no the consenouo that such oeot­
incs should not be called except on major policy matters. 
The Executive Order estHblishinil the Board pemits each 
Cabinet Officer t o name one nlter nato ; I ho,e that you can 
nrr ance to attend future <t~eotinss youreolf, however . 

Following the President• a Executive Order of Septo~­
bor 15 , it was felt t hAt a gr eat deal of the work of the 
Board could be done by o aub-coulttoa composed of tho al­
tern• tee already designated workins with the Executive 
Dire ctor of tho Econo::Uc Defonoa Board na Chairman of the 
oub-co:a:oit tee . This is an effort to aavo tlae on the part 
of the Cabinet Officers and also an in<llC>\tion thst future 
"oetingo of the Board -:rill be celled only to consider very 
important policy Cllltters . 

Sincer•ly yourB , 

~ 0-\..A.) ""'"Q e-u. 
Cha1n•n· 

Regraded Unclassified



v 

TREASURY DEPARTMENT 

( . /a/ 
371 ( 

TO 

,.o .. 

INTER OFFICE COMMUNICATION 

Secretary Morgentbau 

llr. xa .. rolt 

sub ject: Coaaendatlon t or eervlcee rendered to the Treaeurr 

l. Lieutenant-Colonel W.B. s•lth, Aaeletant Secretarr 
ot the General statt, hae been tending to the Treaaurr copiee 
ot the oontldentlal reporte ot our •1l1tary attaches tor over 
a rear. 

2. Colonel T. J. Betta ot the Situatlone Section, Mili­
tary Intelligence, baa been ot great aervloe to me 1n the paat 
)'ear in keeping me intormed on the ail1tarr situation. 

Reoommendatlon 

Ae a meaeure ot repa7aent, it might be appropriate to 
aend an ottlcial letter ot tbanlta to the War Department tor 
incorporation ln the eervioe recorda ot the two ottloera. 
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lb·. IU~t 

Sir lollal4 0-.pbaU 

1·56 P·• • S.gt. 2)1'4, 1941 

2.211 p,a, Sept, 2)1'4, 1941 

.&MHa.-4 to W&ebillc\o~t tele~ llo. 5198 of Sept. C!Jr4, 
r~e&'*-4 to Ob•nsjdnc Lttel . Bo. 61Q/, Sbanll"' tele~ Bo. 947, 
BoD& Iolli tela~ llo. 9115, Ooftrnor Si~re telecr- lo. 1415 
&114 Ooni'IIMnt of llvu tel•CJ'UI !!o, 1676. 

Tour tela~ llo, 3988 &n4 rq telecr- llo. 5119. 

~ollow1llC for 11 ... ,-r. 

We propoae to 1aaue following announceaent on Septeaber 

.A.t tJa requ.eat 'of Hie MaJeaty1 a OoTOrnaent in tJa Unitacl. 
i:incdoa &114 on inYU&Uon of tJa Ohinua OoTOrnaent Sir. 0, 11••781' 
baa '0.114ertalcan a financial aD4 Ltaconoaio/ a1ao1oll to China. IW 
will be &OC011p&n1a4 aD4 aaahted by Mr. 1uaa lla%ter, financial 
ad•i"r to the Oo•arnaent of Jhuwa, 

IDOla. 

2. We .uccaat IJ you ah1Jul9:/ let Ooftrnor of l!uraa lmow when 
:rou •:IIP8ot to &l'l'ift at Bolt~ lone &nd &rr&JIP with h1a direct aa 
to where Baxter ah1Jul4 •••t :rou. 

3• .&.a there h an acute ahiJrtece of acca.o4ationa at 
Lto~DIJI plea" Wora Hie ICaJeet:r'• lllabaaa:r of total .-bar 
of alcdo~t. 

lj, O~llC plea" infora tbll Chin .. • Ooftrnaellt of text 
aD4 4a te of aDIIOUilO-D t • 
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SEcrEtary of State, 

Wo.~h1ngton , 

373 

GRAY 

IA Paz 

Dated Stptcnbtr 23, 1941 

Rcc •d 6:43 p . m. 

263, Stptonbcr 23, 5 p .m. 

lio.v E received reliable in!'ormD.tion tha.t two 

checks f o r el, 393. 37 ~~ :s, 779. 47 drawn by th£ 

BMco Popul!lr d£1 P t .ru to the or dtrs of thE Banco 

totncro de Bolivie. on ChM e National Bnnl< of liE\7 

York and f orvmrd Ed on SEpt onb E:r 20 actually r EprE­

sent t rnnsftr of dollcr tundo held by J o.po.ntst 

inter ests in thE Brunco Popular from Peru to Bolivi a. 

o.nd that Banco Hintro will pay equivalent in 

Doli vinnos to Ochio.y and Compnny, a J apanesE firm 

in IA Paz, ~ soon cs cdvic E is recEived that thE 

checks bcv t bEtn paid ~n liEw York . 

I hcve :llso be En imormed thct !lational City 

Bnr:k of Ntw Yorl< recently rtfu~td paymEnt on o. 

chtcl< for $8, 000 ci.rn•.'m by tht Banco l.!intro to the 

order of I saias liur gos , a customs ng cnt a t Vill nzon 

md LCI Q.ui ncn, Argentina, who i s ~trongly susp ectEd 

of bEing 

• 
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- 2- #263 1 SEJ)tEl!lbtr 1':3, 5 p .m. , from La Pa z . 

of bcing n f r o nt for Kyllman Ba.uer , Gtrllllln fir m 

on Pr oclaimEd Li s t , REports rtot1V£d nrc thnt 

Bnn?o Mincro hns now drn1m n subntitute chtek tor 

$10, 000 on Nctionnl City Bank to the order of 

Banco No.cionnl D. E. -~' which 1D nlso intended 

tor Kyll.man Bauer, The foregoing information 

h:la bern recEived from an onployu of thc a:oneo 

IUntro 1n strict contidtncc an to i ts sourcE, 

It io thought th~t thE Trca.sury DepartmEnt 

may w13h to t nkc st cps to h:lv c pnymcnt of thcs c 

chEcks s t opped, 

JENKINS . 

WWC 
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TREASURY DEPARTMENT 375 

I NTER.OI"I"'C E COM,..UN ICATION 

DATI September 23, 1941 

TO Secr• t &rT Morgentbau 

PROM Mr. OoobrAA CONFIDENTIAL 
Rocietor od eterli ng traneactione of the reporting benke ver o ae follovo : 

Sold to com~eretal conoerna 
Purehaaed £rom c~mere1&l conctrnt 

1038,000 
1023,000 

The Federal Reaorn Bank o! !lev York purc.haoed '-72,000 in reghtor od 
otorliuc fr~ a non-reporting llev York bank; tho Federal vao odYl eed that 
thoeo tundo repreeented diYidende paid to the Ford Motor Oosp~• by ite 
~lioh affiliate. 

Open .,arlcet eterliac held etead7 at 4,03-1/2. !be onl7 reyor te4 true­
acti on conoioted ot 101, 000 pnrchaoed fro~ a coomorciel concern. 

The Canadien dollar conti nued t o weaken, clooiag at 8 dhcou.'\t of 11-7/B~. 
ee c~ared wi t h 11-1/4~ 7eeterd«7, The current widening of the riocount rAo 
boon attributt~m&inl.r t o a slackening of the touriot do=end for Canadian 
t\ollaro. 

The Colombian pooo, which hao been quoted at · 5800 for oeverol d• yo, 
moved ott to •5775 tod'T• Ther e vne aloo oomo veaknoee in the Venezuelan 
boli•ar, vbich clooed at .2735 thio afternoon: tho praYiouelr prevailing 
rat e had boon .2755· 

In !lev York, elooluc qaota tiono for t he foreign eurrencieo Ueted bdov 
vere aa tollova: 

Argent ine peoo (free) 
llr artlian =Ureh (free) 
Kerlc8!1 peeo 
Ur'\181U.r&.n peoo (free) 
Cuban peoo 

. 2J65 
·0505 
-2070 
.twoo 
3/8{. dhcCW1t 

There ver t no cold truoactiono nonou.~ttd b7 uo t ode,r. 

The Feder al Reaern Bank of llev Yor k reported that the Bank o! Ca.nada 
ohipped $3,506,000 i n gol d f r om Canada to the Feder al for account of tho 
Gover nment of Canada, tor tele t o the Now York Ato~ Office. 

• 
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The State Deparbent forwarded a cable to ue report1n« the tollovi"« 
cold ehlpoe10h troll .Anotralia, both of which are tor eale to the s..., 
Franohco Mbt upon arr1T&11 

$5,959 ,000 ohippod by tho Co~onvo&lth Bank of ~uotral1a, Srdner, to tho 
J'odlral Reoet"Ye Ban.'< of San Francloco. 

150 ,000 ehi pped b7 tho Bank of New South llaleo, Sydney, to the J.merican 
----- Truot Co"'Pany, San Franchco. 

~b,109, 000 Total 

Spot and forward oilTer vero again fixed ln London at 23-1/24 and 
23-7/16 4 reopect1Tel7. Tho u.s. equ1Talonte v ore 42. 671 and 42. 55¢· 

376 

The Trea.urr'• purchase price tor toretcn eilTer vae un~ed at 351· 
!!andy and llanlan1 1 "ttlo::ent p r ice tor toreip 111nr vu Aloo unchanced at 
34-3/4¢. 

lie purchaood 200,000 ounceo ot oilnr tr""' the :Bank of Canada under our 
regular monthl;r agreeJiont to buT up to 1,200,000 ouncoo. 'l'oda:r1 o wu the t1rot 
ourehaoo f rom that oource t b1o month. 
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G-2/21>57-2;1:); lio. !iOO 11.1 D Y D 11100 • u Sep • • • • • .-.n., tem'ber 23, 1941. 

SITUJ.:rl ON m9Rr 

l, lAntern Theater. 

Ground' The island of Dagoo to tbo north of Saare (Oesol) 
iolond ie still in Russien poesoasion, ' 

Russian forcoe, northeaat of Lake Ilmen have forced 
er ooai nas of the Volkbov river and advanced aomo miles to the northwest . 
Thoao Ruaoien forces are being countoratt wed by Oermnn units. 

Russian counteratt ack s contiDUo on the Central (l'.oacov) 
front . 

The battle of ancirclemont, eaat and aoutheast of I ieY 
baa nov entered its final stage , vith the Ruaoian forces broken into four 
lar&o croupo. 

On September 20th , tboao croupo vore l ocated as follovo: 

(1) Around llorhpol 
(2) Around Zolotonoaha 
(3) SoutheP.st of Piryntin 
( 4) Southeaet of Drabov 

On t he official communique of September 23rd, t hl,l Gorman 
comnuniquo reported the rapid di seolution of thoso Ruoeian groupe ond 
stated thnt 380,000 prisoners ll.lld m ch booty had nlread;,- been tn.l<l>n. 

Eaat of those oncirclod lUI a1on forces, a Gor lDM in­
f antry column bad reached Diknnkn to tho north of Poltavn. 

Farther east , another Oermru> colwm bad cnptured 
Iarlovla> and had th•n contiDUOd ita advance l'lrtber t o the northcaot . 

On the l over Dnopr Sector, a Oer""" force ~.ad reached 

tho area Just vest of Melitopol • 

.61.1:: Eall lines around lleyanak, Kharkov in the Ukraine n.'ld in 
tho Crimen voro bo:nbed. Lonln&ro.d vaa agninat subjected t o r :Uds. 

II. YBatqrn Theat er, 

~~ Weak action b)' llr!tiah bomborn agninat the Cologne docks. 

conatitutod tho only activity in thie thentor . 

III • Middle E.natern Thent or .• 

~: llo $ignificont movomonta. 

Ak• a>ceeasful R. A.l' . nttocka on Axh shipping off Tripoli 

vero carr1od out . 
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PAR.&PKRAK or ftl.&QRAX R&CIKIYU 

riiOila Aael'ioaa lll'bauJ, toqoa, Japaa 

DATI: ! hpt•'ber 23 , lt41
1 

4 p,a, 

xo.. 14et 

37P 

The Ea'baaq baa 'bean 1ntonaa4 bJ the rore1an Ott1 .. 

thet aoeor41na to & report 8 H4a bJ All'buu.dor .. .,.. u.e 
lhalte4 !It& hi <loftnaat, 1D OOMaUlOII V1 th tbe ~ 

aaDtl tor Wltreeu .. , la reqlli rln& Japan••• oona~a to 

fllmll!l llata of a.ll tbUr p anoll&l pouaaa1oaa, 

At tho preMnt t1 .. there 1a a law ln azht aooa 1a 

J apaa "h1U I'Oq\IJ.na the raalnra tlon ot poueu1oaa of 

all &111111 aA4 Allar1oaD Oona~ar ottloar a, wbo , thl.\1 tu, 
).aft Moll a&oapt troa t he applloatlon or thh law 'bJ 

&4a.la1UI'II.t1Yo aouoa but wlU IU14ou'bto41J be r oqlllra4 

to ooaplJ v1 th U uaal4 the •'bo't' ... aant1ono4 ronort 'be 

t.Ne. It obolll4 alM 'be notocl t hA t thoro 1a a Uutthn4 

tllat 1a the oat--oat of t hla la- u 111 t.lla eatora••t 

or other nooat -awr o-the .lapaaaao au t.llol'i Uoo vlll 

'ba tu a oro eaaoUJ16 than t.llo Ua1 to4 Statu o ttlolall 

1a 11Piuaataaooa Mbloh aro alalla r. ---
· • r~1 3 L:· ) · 'i 

• 
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