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NOT TO BE RELEASED BEFORE LATE
AFTERNOON PAPERS OF MARCH 22, 1944

Excerpts from a Further Study of the British Scheme to Secure Control of United
States Gold, Commonly Referred to as the Keynes-Morgenthau Proposal for en Inter-
Netional Stabilization Fund, by Congressmen Frederick C. Smith of Ohio.

"The present study should be considered in connection with a peper I
presented on this subject to the House November 1st, 1943,* * .*I think the proof
is clear in that paper that the officials of the Administration who are respon-
sible for having drawn up the draft for a '"United and Associated Netions Stabili-
zation Fund' did practically nothing but copy from and reword and rephrase the
text of the British proposal for an 'International Cleering Union' as outlined
in the British White Paper."

" % * * It (the scheme) would substitute for the gold standard & ficti-
tious international monetary unit celled 'unites' which would not be gold but
whose value would be fixed by politiciens in terms of gold, but not unalterably.
The currency of each country belonging to the scheme would in turn be arbitrarily
fixed by politicians in terms of unitas but also not unalterably., The main
characteristic of this device would be its high degree of political variability
which would give it the desired political manipulability asimed at by Lord Keynes
end his co-workers, Along with the destruction of the international gold standeard,
this ertifice would of course also destroy the supremacy which the United States
dollar now holds in internetionsl trade, which is no doubt one of the objectives
of the scheme."

"The scheme would also involve the sssumpticn by the United States of
perheps $5,000,000,000 or more of British debts which Britain owes South Americen
countries, Belgium, Scendinavian ccuntries and her colonies and dominions, * * *w

"The control of cur money, which is vested in Congress by the Constitu-
ticn, weuld be given cver tc en internati-nal menetary suthority which would alsc
have far-reaching and dictatcrial pcwers over our dcmestiec eccncmy, Great Britain
would be the dominating pcwer in the scheme,”

" % ¥ * In my November lst paper I raised the question of the availability
of free or unpledged g2c1ld in the ccuntries that would belcng to the scheme for their
allegedly assigned contributicns tc the Fund. By free or unpledged gecld is meant
gold in excess of thet pledged as ccver for demand liesbilities, The primary purpose
of the present study is tc show which ccuntries heve and which ccuntries dc nct heve
free gold to meet their proposed gold quotas,”

: dphe accompenying chart shows the pertinent data relating tc this problem
fop thirty-one of the forty-three sc-called United and Asscciated Naticns which we
are tcld would beerme members cf the scheme,."

"% * * The thirty-cne cc-untries’%epresented *n the chart)are divided into
three cotegories, namely, {e) those ccuntrles having nc free gcld, which number
fcurteen; (b) those cruntries heving free gold, which number sixteen; (c) the
United Stotes.”

"% * * Some ccuntries require gcld reserves egainst circulating notes cnly
and cthers against both circulating notes end other demsnd liabilities. Furthermore
the requirement for notes mey be different than the cne for cther demend liebili-
tiecs, * X % n



"% % # # the grand total of circulating notes and other demand liabilities
of the thirteen non-free gold holding countries (China not included) is $28,000,000,000
# # # % the amount of gold reserves required against their total demand liabilities
(omitting gold reserves required by United Kingdom) would be $7,300,000,000. # # #
the total amount of gold holdings of those thirteen non-free gold holding countries
is only $3,800,000,000. Thus it will be seen that those thirteen non-free gold hold-
ing countries have a shortage of $3,500,000,000 for meeting their statutory reserve
requiremants.®

"¢ 3 # # the total amount of gold contributions of the thirteen non-free
gold holding countries would come to $883,525,000. Since, howsver, those countries
are déi‘iciont/mgold to the amount of $3,500,000,000 for their demand liability cover-
age ¥ # % ¥ i %, those countries would of omurse have no available gold for interna-
tional use in the form of such contributions.n

"The Unitzd States would contribute in gold $1,172,000,000. The thirty other
countriezs would have available only $420,000,000 in gold to meet their quotas.. On
this basis the United States would contribute 73 plus percent of the gold capital of
the scheme while all the other countries combined would contribute only 26 plus per-
cent. Yot the United States would be given a voting strength’of only 20 percent
while the other countries would have 80 percent. But this by no means shows the pic-
ture to be as bad as it really is."

"% % 4 # the Keynes-llorgenthau scheme could theoretically inwolve the United
States t> the extent of upwards of perhaps $15 billion. Many conditions must be taken
into consideration in determining the probable extent to which the scheme would be
expanded. It would be in control of the debtor countries who would determine its
operations and formulate its lending policies. Keynesian monetary and financial
thinking, with its fiat credit and currency, its pyramiding of credits, its unlimited
government deficit financing, its totalitarian approach, and in this instance at
least, its lack of integrity, would give direction to 21l of its procedurcs."

"% 4 # # this proposed plan is only a part of a larger and more grandiose
scheme that is enwvisioned by its promoters."

" # % % one of the parts of this all-cmbracing scheme has already been
perfected, namely, the United Nations Relief and Rehabilitation Administration, which
according to resolutions adopted at the Atlantic City Conference is to undertake
everything from the furnishing of soup kitchens to the construction of railroads in
all the war-stricken areas of the world; further, still another part of this global
program, an "intsrnational bank for reconstruction and development" with a n initial
capitalization of $10 billion is now in the process of concoctisn by the Administration

M 3 # # # Seldom if ever are the expectations or promises of legislators
in setting up political agencies fulfilled, It is an almost unbroken law that such
bodies are, when once established and put in operation, never limited to their original
size and functions, but tend always to enlarge and expand the scope of their activities
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"This is so universally true and so self-evident that it should require no
substantiating proof, though & thousand illustrations are ready at hand to support
this contention, if that should be deemed necessary. But look at the growth of
bureaucracy that has taken place in the Federal government in recent years,"

"Who in 1887 would have thought that the Interstate Commerce Commission
which was created at that time would develop to its present size, complexity and
power, and that the interstate commerce clause of the Constitution would be cone
strued by the Supreme Court so as to make the growing of wheat interstate commerce
and empower a Federal bureau to dictate to the farmer how much wheat he can grow?"

"The Congress devotes nine-tenths of its time trying to restrain the
golltical machinery which it has created and to confine its functions within the
ounds of the laws it has itself written, Now especially, it scolds the OPA, CCC,
AAA, and the other politieal alphabetical esgencles for uslng their powers to change
the econumy, for taking em functiems thet were not intended and for disobeying the
laws which brought them intec existence."

"The Keynes-Morgentheu scheme would be no exception to the law of endo-
genous growth of political machinery, * * *»

"It is pleinly seen that the meat of the Keynes-Morgenthau scheme, stripped
of its pretense and window dressing, is an attempt to inveigle the United States
into handing over to Great Britein the control and use of the United States stock-
pile of gold; to finance $5 billicn or more of debts Britain owes tc a large number
of countries; to restore London as the world's benker and financial center; to
finance her world trade and pay for her Beveridge Plan,"

" % % * the scheme would invelve the demonetization of our entire stock-
pile of gold for internetional use, just as it has been demonetized for dcmestic
use in the United States and cther countries,"

" % % % The alleged capitel formaticn cf the Keynes-lMcrgenthau scheme is
a fraud, The dishcnesty and decepticn which underlie it condemn it utterly, This
is not a proposal for internaticnal cocperation if the word *cocperation' still
means what the dicticnary up tc now has always said it meant -- 'collective acticn
in the pursuit of common well-being,' On the c-ntrary, this is = procposal by
Great Britain, supported by .ther dedicr countries asided and abetted by vuil presefid
Administraticn, nct -nly tc bleed the United Stetes white but tc destrcy her very
blood-making organs,"
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