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fliC 

SecrEtary Of StatE 

··:a shins ton 

2 , JQnuary 1 , noon . 

mou cocHRI.tt. 

GRAY 

Pari a 

DatEd Janual'1 1 , 1~ 

Rtc 1d . 9 :10 a .m. 

Bull~ct was debated in Senate acaai on that l asted un­

til 4:30 ~;"1a momiJ18 and i n C!:lambcr until midnight wil.En 

clocl~ s \'ere turned baclt to pErlllit technical passage bE­

tore 1933 . Senate reconvened at 0:30 this morning to ~c­

aumc cl.cbn te and Chamber me cti115 later for shut tling of 

budget haole and forth until adopted . 

L!inistcr of Fi.nancc announced last night that aub­

acri:;>tia'la to treasury loan cloerd 29th totaled tour 

billion two hundred million franca . 

BULLITT . 

RR 

1 
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BB 

SecrEtary of StatE, 

l'iaeh1ngton. 

4, January 2, noon. 

FRo~· COCHRAN 

GRAY 

Par1a 

Dattd January 2, 19~8 

Rt:o'd 9 : 25 a .m. 

SEnatE by 276 to 20 and ChambEr by 537 to 63 

Early this morning adoptEd 1938 budgEt with incomE at 

fifty- four b1111on sEvEn hundred and sEvEnty-six 

million and disburSEmEnts fifty-four billion sEvEn 

hundrEd and sEvEnty-si x ·million and disbursEmEnts 

fifty-four billion sEvEn hundrEd and thirty-ninE 

million t hus showing surplus or thirty- sEVEn mil~ion 

frsnca . Parliament adjourned until January 11th. 

BULL ITT 

JL3 

3 
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,.EOCRAL JltUDV& .AN JC 

~NEW YORK 

CORRESPONDENCE DAn 1-•IJ' .. 1 3 • 

SUBJECT• ,. =• f+fEEMft!M .... 

... or •01.••· 

IIJ'. BolMil oalled •• a\ U o•olooll \o.. nan bad •-

• 4ot11lUo emma• o•er \ho •••••• ho N14, a4 tor \ba\ rea­
wu\ed to ain •• a 1'1111· fho 4ollu waa offend 1a •• tlll•clal 

lea'hl~a ill Wllropo, ao\ ill lUI• taaUUoa, 1N\ ~- aho«n,, p..U., 

•• of \ho •trloUaa bM.,... ,..,., nnU.• m4 ,..., waiaoaa 

•4 p..U., bM••• ... ,."';!. ~ \hd \ho Pna14•'• ill 

• ~ ••••.,• \o Ccmaro11, ailh\ r~u ... ••4 illtlaUaaar, ••aarea. 

IWDOII of \ho Marlilla rata, ho \holllh\1 ••• al• 4ao \o \ho 4ftorie­

•a•lLOD of \ho ai\uaU• ill lhlloo, •• a roMll' ot 11b1otl nerlilla waa 

Perla waa Yar, pouiaia\io a4 Ca.ripal'• rea•• loaaoa of 

m 4 tonlp aobaqo •n '•'al UO.\ a •uuaa trmoa, Mft of 

ob, •ob \o Jol'-tla r .. 'rft, \ho Bri\hb ha4 bo• a•tnta1, ill -"1• 

to \ho 1401 0001 000 ot \ho Bri\1& narlial oro4U \o haoo 11111otl 

b- npa14 4ariq Dee-"•· It, anu \ho rroa14•''• apoeob 

t 

• an.-. \ho dollu lbolll4 10 -- tlar\hor, tho:r WM&l4 nan 

... ,...,...._ \ho pr..tu 011 1014 ..... it U lhoul4 bo-o DMOIIUT U 10 

tho llullft U4...., 1014 llll'•d'NlJ'o aU'ftotoi'O \ho:r bad bo• 

• to n11 ••• or loll • •••' tz. !loan••• 11b1eb of lata, ....._ 

had u..,poaro4. 
I rafono4 \o \alopiMeo oaaYOI'aaU•a -• a1Jt ..... .,o 01' 

ill \be .. .,.. of 'llll11b I hM na\o4 tba* •• bad .,.... \o u-• 

r ... ona r.r ~~• • \bo pan ~ -• ot \ho a.-llara of Ulo 
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,..D._.AL ftESatVIE 8AH K 

OF N llW YOitM: 

E CORRESPONDENCE DAT•I•p•rJ' .. liM. 

S UBJIECT1 JalnOJIM+t+pemQJ lftll 

''U QY PC!LgO. 

-I-

Drc~..-~b , ... t... Re llilht 'e 1Dhrene4 to ao., I .. u.aa .. , an 

the ... uae tw •oh r-.auta, tot•Un1 cw .. tloo,ooo,ooo, w 
reoeh·t4 ud oo.pl1e4 tlith alaon tlith1D a f .. ldauha. nta 

loo4 D .. a, Bol'- replle4 • 

.. UOil r.,.ent4 to liT tr ... et ta.UI'lea •• to the at .. ot 

rapea~•u baleneu 1D• the Loll._ aukn •4 repeated that th_,- ba4 De 

l.,.enhtleu, he waa rea.-ab17 oenaiD that 

t her the Japi!DUI DOl' 'h• Ql!Jleae ba4 •eh there. fho lQ•ue, 

eon,1Dut4, ha4 reo•t17 .,aiD bee PQahlDI dollua lato the Loadolt 

ud the Blllk of .. 1•4 ha4 taka abollt te,ooo,ooo fr. th• 

before 'h• ad of the 7MI'J the PQrpoae of Ulia had probala17 

tliDdow dreaaiJll to 11Ye the Iokob.ea lpH1e Blllk a ob•" M 

a deoet abowtq at the ad of the 7HI'• Bolta apolre of 

I'ODI I'IIJIOra 1.a the Lelada aarlret to the etteet 'hat the Clllae .. 

obta1Dt4 •UT ~~abn•Ual dollar leeaa (troa tto,ooo,ooo to 

tlOO,OOO,OOO) tr. '.U• 1D our aukn. I replied tha' I ba4 hNJ't 

Reb l"'llttrl aor 414 I •ue eaT noolr 1D ••• 

5 
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JR 

Storctary of StatE, 

llashington. 

6 , Jnnunr y 3 , 5 p.m. 

FRet· COCHRAN . 

GRAY 

P:~rh 

Dnttd January 3, 1938 

Rto'd 3:05 p. m. 

FrEnch central Yitldtd ~omt sterling EapEcinlly in 

enrly tr~.dinc 'l roun<:' 147 . 30 . To•" n.fte rnoon occhnngE 

de'\ls fEw '\nC: fE'\turE 1 :~ WE:tkntso of dollo.r. Paris 

tr r.dErs S'ly tEndEncy hErE 1s inspired by London nhich is 

btcri oh on doll:~r sincE cit; believes r educ t i on in 

Amtric'ln price for domestic s ilv er will lend to United 

Statts bei ng offtrtd impor tnn t omounts of foreign silver 

Tli th resultr.nt weakness of our currency if t7t try to kt tp 

9rtcc '\round that paid to countriLa with which trtneury 

hns special '\rr:~ng~En ts . Si nce ~rnncc is not primarily 

interested in eilvcr, Amtric•n oolicy o.nnouncElllents nrt 

not so frtr subj cot of much nrtss comment . !.1'\rktt obscrvcr:~ 

think the TrEasury is simply sEEking t o VIi thdraw a11 smoott.l 

'IS possible from 10 ~~sound silver arrangEmEnt, into which 

politics forced the Administration . Btlgn nos wtnktntd 

s~p:lthtticnlly ~ith thE dollnr. Rentts up nnd French 

c'\pi t:~l1sta pleas ed by r~ct that provision requiring 

taxpoytrs 

6 
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• 

- 2- 16, J~nunry 3 , 5 p . m., f rom Pnr1e . 

t axpayers to rEport thEir b~nk ncoounte ~Ent1on£d 1n my 

l7t 4- , DEcEmbEr 31 , 5 p .m., ·:·ne thro1-m out of t1nnnc£ ln"• 

Tod:~y tradErs "IrE doing littlE but nYTo.1t1ng llltlrktt 

1n<l1c'ltions . 

( EliD OliE) 

CSB 

r 

7 
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E.Dh 

Secretary of State 

Washington 

6 1 January 3, 5 p .m. 

GRAY 

PARIS 

Dated January 3~ 1938 

RECEiVEd 5 :44p.m. 

(SECTION TWO) 

Press r~ports city of Helsinki borrowing thirteen 

and a half million crowns in Sweden through Stockholm's 

Enskilda Sank at three and a half percent, proceed~ to 

redEEm Helsinki four and a hnl.f sterling loan 1911 . 

Reute r rEports from Berlin article by Sc~acht 

just published in "periodical for German law" • 

" ' The time for a l asting organization of interna­

tional currency affairs • he says •will come only after 

the spirit of Vcrsmlles hils been ?VErcomt , not only 

politicnlly, but also economically. 
1This necessitates above all a settlemEnt of the 

question of international debts , a better ra~ material 

distribution (*) thE i~6ustr.al coantrics of thE world, 

which, oo far as Germany is concerned, is linked up 

with thE necessity of GErmany ' s return to her colonies, 

and finally thE termination of the acncral c~onomic war•. 

Dr. 

a 
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EDA - 2 - #6, Jnnut~ry 3 , 5 p . m. 1'rom Pnris (Section 2) 

Dr. Schacht makes a s trong plea 1'or the . eold currency 

which is scorned by s ome na tional socialists . 1No 

matter what the future ordEr o1' world currencies will 

be , it will n lwa;rs rest on the gold basis,' h e \Yrites , 

ThE gold basis , he Explains , 1s ne ither a capi ta­

listic i nvention nor n dogma, but n p:acticnl technical 

instrument indispensable in mnny respects . 

Whethe r it will be possible to work on it in future 

w1 thout certain binding international agreements, he 

concludes , is n q11cstion which cannot yet be answered" , 

(END OF MESSAGE) . 

BULL ITT 

OIB :RGC 

(•) Apparent omission 

9 
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EG GRAY 

London 

DatEd January 31 19~ 

Sccrtt~r• of State. 

~ . January 3, 6 p .m. 

FOR. TR~Ol.! 3JT'l'ERWORTH 
- I 

OnE. It may be of interest that thE news director 

of thE British Broadcastin3 Corporation informs me 

privately that ao great has been thE demand from the 

city that it has beEn forced t his aftErnoon to rear-

rangE its schedule i n ordEr to rebroadcast the PresidEnt 's 

SpE ECh in toto. 

Two . An erroneous report published in today' s 

TIMES f r om its own correspondent in The HaguE to the 

effect that thE Dutch Government in its r eply to thE 

~rittcn report of ~e Dutch SenatE on the budget for 

1938 "that the financial position of the country must 

be considered a s very serious" causEd somE difficultiES 

betwEEn Amsterdam and London . tlo such statement was 

madE bu t apparently Colijn with characteristic forth­

rightness did say 1n a recent speech to an economic 

organization t :'lB.t Holland had at least for thE present 

reached a peak in its present recovery movemEnts. 

ThrEE 

~0 
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- 2- Uo . 4, January 3 , 6 p . m. from London 

~'EE. ?nE dElay in thE posting in NEW Yor k or 
thE sil•rEr !)ricE causEd spEculativE activi ty but thE 

EXpEcta~ion hErE is that no drastic altEration will 

takE placE . ThE concluding paragraph of REid's articlE 

in today 1 s DAILY TELEGRAPH rEflEcts city opinion: 

"AmErica ' s policy of bilatEra l agrEEmEnts with 

silvEr producing countriEs or holding countriEs ha~ 

not so far covErEd EithEr India , Australia or PEru. 

But that omission should occasion no concErn for if 

thE daily surplus of mEtal is takEn by thE UnitEd StatEs 

from London thE NEw York pricE will continuE to rEgulatE 

thE world pricE . SilvEr for 1938 thErEforE sEEms rairly 

WEll assurEd but fEw bEliEVE that AmErica will agrEE to 

takE indEfinitEly thE world ' s silvEr production and any 

mttal from EastErn hoards at artificial pricEs in ordEr 

to pl acatE domEstic silvEr intErEsts . " 

Four . ThE hEavy salEs of francs which occurrEd in 

thE morning wErE in t hE city ' s opinion occasionEd by thE 

fact that a good oany FrEnch individuals and firms found 

it in thEir intErEst to bE long of cash ovEr thE yEar 

End but havE now rEtakEn thEir forJTEr positions . 

FivE . ThE dollar wEakEnEd dEcidEdly on thE E~ 

pEctation that thE PrEsidEnt ' s mEssagE would contain 

"rtflnt1onary mEasurEs . " 

JOHNSON 

11 
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GROUP IIEETIBO January J, 1938 
9:20 •••• 

Present: 

Upham: 

H.U. Jr: 

Upham: 

H. II.Jr: 

Upham: 

licR: 

a .ll.Jr: 

Upham: 

H. K. Jr: 

WcR: 

B • .ll.Jr: 

MeR: 

8 . 11. Jr : 

IteR: 

"r. Magill 
llr . Oliphant 
lfr . Baas 
lfr . Lochhead 
llr . Gibbons 
Mr. Upham 
lfr . Bell 
lfr. McReynolds 

Good morni.ng. 

Let me ask a question. Does anybody lclolf, when 
they give you letters addressed to me for you people 
to anslfer, does anybody ever check you up? 

Oh yes. 

Regular? 

The few I get are checked up . 

Uo they follow you up? 

Yes . It isn't often necessary. 

Cy1 s right this morning. Big lip, but certainly tops. 

Dut they do check you. Who checks you? 

I don 1 t know, somebody from Mrs . Forbush's office. 

But they do. Well, that ' s where it should be . 

A check from llrs. Forbush' s office, one from mine too. 

When you go upstairs, take a look at that, will you 
please? 

I've got a boy that's been working for a week on a 
system of handling that stuff so as to be sure there 
isn1 t anything missed, and I haven't got bis r eport 
yet . 

Well, when :you go up, lllight take a look. 

But I ' ll sa:y as tar as the pb:ysi cal l ocati on or taat 
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stuff and the t iae ot tbat - as to opening - I ' ll 
see as to tbat. 

And, very meanly, I was upstairs at one minute past 
nine and found several people absent. But the 
checking and so forth and so on - Mac, will you? 

Yes. Well, so tar as the checking i s concerned, 
I •ve got - one of Ballinger's boys bas been working 
tor a week or ten days; be ' s supposed to lay on my 
desk an outline of how that is going to be handled, 
so I ' ll know every day that the check has been made . 

It's your responsibility. 

Yes, it ' s my responsibility. 

Bow's Havana? 

Very nice. 

Very nice? When did you get back? 

This morning . 

Uid you come back by boat? 

No. I started to come back by plane, but there was 
no flying, so I came back by train. 

No flying? 

No flying yesterday, and I wanted to be here today . 

You mean commercial planes weren' t flying? 

No . I was coming up on a Coast Guard plane. He ' ll 
probably come up today . 

Who 's be? 

Olson. 

Oh. 

If I came back by boat, I wouldn't get back until 
late this aorn1ng . 
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What was it, engine troUble? 

lo, the weather. Raining all day all the way aloQI 
the Coast. 

You mean yesterday? 

Yesterday and Saturday . 

How tar did you get? 

I got to IU.&Jrl and came up on the 10 ot clock train 
Saturday night. Otherwise, Just taking a desperate 
chance. 

What - di d Olson go down and meet you? 

Had to come down and meet me at Miami . 

How was it in Havana? 

It• s very warm. 
had a head cold 
Laid out in the 

(Hods nothinc) 

Ros? 

It was about, I ' d say, 75, 76. I 
when I lett here . Cleared it up . 
sun most or the time. 

I presume I'Ll go back up on the Hill again today 
tor the Sub-comaittee meeting . It is not clear yet 
when the hearings will start and hence when the 
Treasury will be called on to make its statement 
which will open the public hearings . I'Ll try to 
find that out today . When I do, I 1d like to talk 
to you about the character or the statement. 

ALl right. I'd like to talk to you. 

Last night I tried to get McReynolds, but they didD 1 t 
locate him. ae wasn' t there. So I asked Ballincer 
and Harold Graves to come in. I don't know whether 
you (Mc•eynolds) were out; I mean it 1 s not •••• 

McReynolds: WeLl, I was boae arter 8 o'clock. 

H. ll. Jr: And the point tbat I .. de with Buold - I told hia to 
take it up with 7011 ~Kagill) - was tbat Just u aooa 
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as he gets out from under this Social Security, 
I want to do in. Internal Revenue what we did so 
very successfully with Alcohol; namely, in Alcohol 
we went to Chicago and set up a model office and 
after all the bugs were out we said, "Now, this is 
the way Alcohol should be contr olled and now we'll 
model every office after Chicago." We took the most 
difficult one. 

Now, I've told him - I mean I 1 m getting impa tient -
I want to get next to the taxpayer . I want to take 
whatever is the most difficult situation and get all 
the bu,s .out of it -I mean really get down and do 
something. And I think the place to do it is the 
first man that contacts the taxpayer -get him and 
work back, the way we did with Alcohol. It's so 
difficult to do it from this end. 

He says, of course, the most difficult situation 
is in New York, and he 1 s crazy about the idea. I 
mean he'd practically move to New York, you see. 
But I Just gave it to him to think about . And 
before, of course, we do anything, I want h,im to 
talk to you. 

~'~el l, I think he's about in a position to start this 
now. 

But I want - wherever the Revenue man contacts the 
t axpayer, start with him and work from that position 
back. hnd let ' s see if we reallY can•t, while I'm -
if I'm here for three years , if we can't do something, 
see? Because he ran into a very bad situation on 
Social Security which he says is now cured . 

But Graves can do it, and he likes the idea , and I 
said to think it over and to talk to you. Bow does 
it strike you? 

I think it is a very good idea . As I say, I think 
he ' s about in a position to start that, because he 
has made surveys of several of the offices now in 
the field and how cases are apportioned, and so on. 
I like your idea of starting with the difficult 
office, which would be Krigbaum's office up there -
Customs Bouse, New York - in the Whitehall Building . 
I don•t see why he couldn't do it quite soon now, 
because I think he's got his teet on the ground. 
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He says he could . 

But- we worked tha t out with .Alcohol. lie took 
Chicago, made a model . That ' s where we had the 
greatest diffi cul • • .And 1f we - nothing could be 
more d1ff1cul t than we had with the Alcohol, because 
He r eally had the underworld element to deal with . 
If we can do it with that, I know we can do it with 
the other, if he will actually go t here and stay 
long enough until he has it licked. But I think 
it's hopeless to do it from here, because he gets 
so many complaints. When you deal firs t - hand with 
the taxpayer s , then begin to trace t hem back and find 
out where the trouble is - but if you start here, 

------~don' t have the r aw material- I mean the actual 

llngill: 

H.li.Jr: 

.llcR: 

B.II. Jr: 

Gibbons : 

cases . 

Well , one of his chief problems i n any of these 
offices is to work on the distribution or oases 
among t he men; that is, as you know, only a com­
paratively small number of all the returns can be 
examined, and one of the principal duties is t o 
work out some method of assignment of those cases 
to the men so t hey ' ll work on the cases that should 
be worked on and discard those that don' t need to 
be. 

Be t old me, for instance, twenty thousand people 
filed their Social Security blanks in the wrong office . 
Just filed them in the wrong office • .And they don't 
know this division •••• 

That ' s one reason why New York is the most appropri a t e 
place to ~art, because you 1 ve got a hopeless situation 
with respect t o Jurisdiction of the various differ ent 
collectors. Five collectors ' di stricts within one 
zone . You oan•t - it' s hard to dist i nguish •••• 

We 1ll make the next meeting - of course, you (.llcR) 
be there , see - but I 'm going to meet with you and 
those fellows who a r e doing what you might call 
administrative reorganization once a week, see; I 'm 
going to meet with them once a week. Because, as I 
told them, I'm going t o bring terrific pressure 
on t hem and if they can t ake it they can get results. 

Ballinger took that idea in Customs. Started in New 
York. 
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Well, be hasn' t got it ver7 good. I told Balltacer 
so last night . I told him I•a gettlng veey iapatient. 
He hasn't got Bew York right yet. I told the saae 
thing to Ballinger. I said I'd like to get one 
office. He started coaplain1D& about - that each 
CustOMS orfice is a little kingdom to itself. I 
said, "Well now, listen, Ballinger, I'm going to 
begin to bring the pressure on you fellows a.nd aolle­
thing is going to give some place. !'11 getting very 
impatient. Been here four fears and Customs still 
is lousy. I 1m getting very iapatient. I'm Just go in& 
to put the pressure on you and something is goin& to 
crack somewhere." 

Ot course, for about six weeks he's been on housing. 

Well, I don 1 t think that's correct, is it, Mac? 

Not altogether. 

Well, it oughtn ' t to be on one man anyhow. Ballinger 
is here to assist ·MoReynolds, who is here to assist 
me. Just the way Harold Graves is; that's what Harold 
Graves is paid for. He's an Assistant to the Secretar•v:• 
so is Ballinger . 

And as tar as - as a matter of fact, I don't think 
he gave - what, a Month? Nhatever it was, ~ attitude 
is that the President appointed somebody to set up 
a housing authority and I'm here to help the President, 
so now I want to see that that housing authority got 
a !air start; and i! I had to do it over again, I'd 
do it the same way. But Just to take Ballinger !or 
one month shouldn't mean that the whole Customs thing •• 

I told h1a you' d be stepping on us. Promised the 
first of .December, and then- you know. 

But I still say it oughtn't to all have to center 
on Ballinger, and it ' s •••••· 

No, he sent nis field men up there. or course, I 
don't have anything to do with the selection o! the 
men. 

He hasn' t got New York right, and he doesn' t begin 
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to say that he ' s got a model office that we can 
model other offices after . 

18 

And be says be i s just ready with his recommendations 
now t o divide the technical and the legal phases. He 
is just ready . He said be on1y told Mac the other day 
t hat he is ready now to put it on Mac's desk . 

That's here in the Bureau. 

Yes . And he says he ' s r eady to make r ecommendations 
on that, so that the legal division should be legal 
and the administrative end over there should be -
assume the administrative and technical responsibility, 
which- arrangement 1 1m sure the legal division will 
accept with three cheers. 

But I'm not - I mean when we have people - I mean 
it always takes it out on me to try t o do it once 
you see clear ly what the thing is, and it's 
terrifically hard to get the results. 

How long has be been on that job now - two years, 
two and a half years? 

I like your idea of starting in New York with the 
Internal Revenue thing, because I 1 ve had in mind 
something I've been anxious to get under way , and 
that is to decentralize my office and put some good 
lawyers in New York so they won't have to come down 
to work on tax cases. We have - oh, about a lawyer 
and a half up there, and we ought to have a first-class 
legal shop in New York City. 

Well , there's something r adically wrong when t wo 
sisters in the same family have identical tax cases 
and one gets one ruling and one gets i dentically the 
opposite ruling . Two sisters in the same family get 
identically opposite r ulings on identically the same 
case. 

And I know that Magill is just as anxious as I am. 
But, as I say nothing is set . I've just made the 
suggestion. He 1 l l take it. but I had a little pep 
left last night and I gave it to those two men. 

Vid you hear about t he case of your friend the 
Professor ? Huled last year against him, this year 
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in favor of him, on exemption. 

No. 

I gave Mr. Oliphant the story. Exactly the same 
thing, anal ogous s ituation to that . Princeton 
University - the same outfit, same material. 
They ruled against • ••• 

lrho is " t hey"? 

Customs. Tnis year they ruled in favor ot t hem. 

Well , who in Customs? 

The legal divisi on . Johnson, I suppose . 

The ruling was not called to Johnson's attention 
l ast year. The present ruling is right . 

19 

I had in mind that in New York we 'd have an office 
headed up by a man as good as the very best man down 
here, so you could really get New York business men 
to transact business in New York with the legal office, 
without having to come down here on everything. 

Well, the worst situation Inter nal Revenue, it seems 
to me - a man in San Francisco, for instance, probably 
makes three or four trips t o Washington to get a 
r uling; gets here, finds that they 're not having a 
bearing, has to go back and keep coming up again. 
Tbat 1 s been going on ever s ince 1917 . Seattle-
Texas - terrible thing~ Get down here •••• 

George? 

I 1 ll have that competi tive position calculation. 
Take a bout a day and a half t o do it. 

That ' s not bad. 

Just to bring it up to date . 

Some time today or tomorrow or the next day, i f you 
have about 15 minutes, I ' d like to talk to you about 
some work we ' re doina in the shop. 

Fine. 
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Georae, that ~ ot the ODited States aDd the 
principal countries that we do business witb - 1! 
you run the line, when we have an unfavorable 
balance, it goes below a line, and with favorable 
balance above. 

You mean trade? 

Yes. Could that be brought up to date? 

Oh-huh. 

The Departaent of co .. erce figures are out, say, 
tor October - would they be? Wouldn't they? 

Just about. 

November ought to be out 

You kno~ the one I mean. 

20 

Yes, where you have the trade. Exports and importe; 
then below, a balance line which shows where ••• 

I mean you have them shaded, you know; when it ie 
unfavorable, it goes below, and favorable it's above. 

Yes. 

You can look at the line and see United States 
trade, whatever it was, with 15 or 20 countries. 
One for each country. 

Oh-huh . 

Is that a big job? 

Oh, I don't know. Take probably two or three days. 

Well, you' ve done that char t tor me before. Save the 
boys do it, will you? 

... e • • 

I want all of the South ••r1can countries included 
in that. 

Yea, sir. 
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Wbat? 

O. A. 

All of tile South American, and then whatever the 
other principal ones are. George? 

Yes, sir, I'll have tha t for you. 

21 

Incidentally, if you haven' t read Lionel Edie in 
today 1 s Tribune - mos t l ikely haven ' t - very 
intelligent. He's done what I asked you people; 
he ' s going back and tracing wba t be thinks the 
faults are as to mis takes made, monetary and fiscal, 
during the past 12 to 18 months. 

Fine. Did you see Robert Warren's discussion of 
that in the Sunday Post? Wurren, of Case-Pomeroy. 

I 1 d like to see it. 

This mor~ng, wasn't it? 

I t was in the Washington Post Sunday . 

I ' d like to see it . But Lionel Edie - very 
interesting . 

We 1 ve got tbat memorandum written already, but I 
want to go over it. 

Anything else, George? 

Tbat1 s all. It can wait until I see you. 

All right. 

London silver a little unsteady. Worked out at 
4.3 • .3.5 (¢) . 

Herbert Gaston did a beautiful job Friday night. 
You know what be did, don•t you? You see, 9 o'clock 
is the dividing line between afternoon and morninc 
papers. So be got them to proaise not to put it on 
the wi.re until 81 and not to in1;erv1ew aeybody until 
9 o ' clock. By that time all the Senators and 
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Congressmen were "!lew Year in&," so the;y weren' t 
able to get a single interview, and ra.n i t Just 
as a straight news stor:y , 

If you (Loahhead) will stay a minute, I want to 
talk to you. 

22 

Gibbons: Notb.ing more than the Professor. I thoug.ht - you 
know, the fact that you were in the picture - it 
seemed to me a terrible thing that they decided 
against him. Went clear through without an.y inter­
ference over here. I c ertainl;y Jumped up 1n the air 
when I s aw it. 

H:w:Jr: --ahs- .anybody written Flexner? 

Oliphant: (Nods yes) 

H.M. Jr: ~id be get a letter from me? 

Oliphant: I don ' t think so. 

Gibbons : Got a letter prepared for my signature, to the 
Professor . 

Upham: (Nods notb.ing) 

Bell: I haven't anytb.ing, 

MeR: I have an estimate from Coast Guard for an additional 
Coast Guard air station in San Francisco, wb.icbwas 
submitted by Waesche in the regular course, and I bad 
prepared a letter; so I'm turning it down. But I saw 
Waesche some time within the last day or two - New 
Year ' s Eve I saw him - and he s ai d that had been 
cleared by the Secretary; the Secretary bad told 
him it would be coming a long and would be approved. 
So I didn' t send - I haven' t sent the letter back. 

H.lJ . Jr: 

MeR: 

H.M.Jr: 

MeR: 

O.K., fix it up . California gets it. What else? 

The Supervising Customs Agent at San Antonio • • •• 

Louder, Kac. 

San intonio Customs Agent wants to know whether the)' 
should make aey independent 1nvestigat.ion on the 
Mexican side of tbat survey of the Mexican coast b7 
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these fishing boats and what not . I think probably 
we shouldn't; that i s , they shouldn ' t go over on 
t he •• • 

No, no • .. 
A.nything else? 

WcR: No, nothing except this regulation that r equires 
votes to be held •• •• 

li .M.Jr: Well, I want time . I want time on that, Mac . 

Would it be inconvenient for anybody if, beginning 
tomorrow, we meet at 9:15 instead of 9:30, doing it 
partly on account of Magill going on the Bill every 
morning? Would it be Just as well for everybody? 
Upset anybody? It won't run over half an hour . 
Well , let ' s , beginning tomorrow, make it 9:15 . It 
works out a little bit better in ~ shop • 

.. 
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BOLD J'Cit m ''31 Bt:I.D Pal m ' 1 51 

"!j~~~:. To be hold ID S'I'RID'J' C<IIFI!IIIIm :i , Q'DO-psia or lnt..l:':lllU.oD t.o be 
pubUihK or a.t•en out untU d..elhe~ or tbe 
Pree14,.ot '• m-ssaoe to the Congre., bat basu,n. 

CA.\I!"Ial : .!l:tl"ttr.''l8 care must be exerchoct to 1"014 
ii=ftiiii"tUre publ t cat ton. 

S'I'EP!IRII 1':>\!U.Y 
sec·retary to the Prea14ent 

TO '1'111! COliORllSS 01 'I'IIE UN !Till 31'AT'j5: 

To ftddreoatna th~ Congress on tbe ttet• ot tbt un1on 
prt ten\ tecta and ruture hazttrds dP.mand that I tpe&t clearly 
and oa.rneatlJ or tbe eauaoa tthich UDderUe eYtnte ot profound 
co.neern to all . 

lA aptt.e or the dtC·e..""'1:1.1.Dat.1on o:' t hla M•tion tor 
peec:t, 1\ bas bKOCII clear thot '-C:CS an:l pol1cltl Of 41UOUS 
in other poru o~ tM worl4 bavs rar- reac:ht.aa ettect a Dot. oa.l7 
upon tbl!llr 1m:»c11ate nolghbore but al.3o on ua . 

I am tbanktul. t bet I cen tell you tbat our Nu ton 11 
ot ,eac:e. It hea been kept ot peace deaptto pro~o4t1ona which 
tn other dey~, beot~'JtU, or tM 1r aeriouGD.e&a coul4 veU bo.•• 
eneon4ol"8d wt.r. The people or the United. st.ot•• e.n.4 the 
Covern.."t,Hlt ot the United States have shown copaoit)' tor restraint 
and n oivtl lv.ed ~p9ronoh ~o tb~ purposes or peuoe, while at the 
au:Be Clime we moint41n 1.he integrity 1nhorent in tho .ovoreignty 
ot 130 ,000 ,000 p&eplo , l oot we weaken or deatro)' our influence 
ror peuce nm Joopal'di:o tbo eovuretsnty ltselt . 

It ta our tradition~ policy to live at peoce with 
otMr nat ioa.e . lforo than that , we ba'f'e been e.moa.s t he leader• 
ta. ndwocatlna ~~8 use ot pnctttc mnt~od3 or dltcu•aton ond 
eonclll~t lon tn lnterDntlo~l dlttereneea. ~~ hAve etrl.en tor 
the rtduct ton ot •lllt~ry torces . 

PUt ln a t!'Orld ot "l1P.!l tens to, aort 4 t.eonter. tn a 
world 11\\ere atable C1'1'llt%ati o-:1 ts 8Ctt~'l' thN"ti'D~. tt 
btco.ea tbe reeponstbtllty or eec~ nat•on •~'cb atrl•ea tor 
"PMC• at bCMN on4 peece wtt!t a~ 't:lOnP ot~ent to be etrona: 
OD<N.frb to • uun t.be obaenuu:e ot t 'toll f'U.rlidtl'IOntdl ot peace· 
tul aolutloa ot coDfllct.a . , t eh are the only ult.L~to baeta tor 
orderly extatonco . 

lht-.olute tn our detemi natton to ro1pect the rt&h\1 
ot ot~ra, a.nd to cocr:nc:nd. respect for tbe r1&hta ot ouraehot , 
wo t:ILI.It koep ouraolna lldequati.\l.y etrona: 1D atlt-dotoneo . 

'l'bero !a n tro.nd 1n the l'fOrld nwny trom t.be obaerrunoe 
botb ot the letter ond tho aplrtt ot tro~tioe. Ve ~poao to 
obacno, ftl wo hO•o in tho peat, ow- OWD tr.-.aty obll~Uonlj 
but we ounot bo oert'liD ot reolprocU:y on tho port or ottwtre. 

Dlenprd ror t reut.y oblt.c...~lon.o Mtna t o han tollowK 
the wrt \oe tron4 f;W:;Iy troa the decocra.Uo A.PJ"tiOGtotho tons 
o~ 80'1'~Dt. U -oul4 tee, tbererore, thot worl4 pe:u 
tb.f"'\llh let on:Lfft toB~ acrve-.....,nta, ta .,,, ....t• 1a tho ~· of 
4-.oorctlo r cpNtenUt h o ID•e:n::~~Cntl - .. or, 1a o·t.Mr ..,.4,, 
~eo 11 aoat petly Jeopardtz.ed. 1D. -=4 b7 tboao aatloaa C ore 
dtciiOOn.cJ bile bMD d leearded or bo.a a.n.r cto•elo,.cl. 

I ba• e uocl t» word a • .urtc.ee tro.Dd • • tor I at Ul 
bell••• thftt chUlzed mn bcroo.a1n&lT 1Da1ete 6.D4 ll:l tbo loaa 
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nm will Wht OD scnu.i..M: partic13'&t-1o!1 in hia or.\ IO'ft~t. 
Our peopl• "'lion t~t cn'ftr tho yeara d.e:.oorad•a ot the 110rU 
will aUl"Ti.,., and deaocracy will be rerto:-ed or •atabUahld 
1n t hose naticma wtllch t.otl~ lalow it not. In that t a.ith lha 
tho t\lturo poao• ot rwnk1 nc!. 

At h~, condition• o&ll tor ~ equal oandor. ~nta 
or rootnt montha aro no'T proof that 'WCI cannot oonduot a. national 
,o~~~ont a/tor the pra ctice of 1787, or 1837 or 1007, tor t ho 
obviou1 roaeon that hum.an ncodc and h1Jli'.AJ'l doo1roa aro 1nt1nitely 
croa.tor, 1nt'1n1toly more dl.!'tieult to moot than in any proTioua 
period. in tho lifo of our Republic . Hither to it haa been at1 

aolcnowlo4.sc4 duty of covomocnt to meot theao dulJ"''t u4 nHd11 
nothlnc hu occurred or l&to to a'baolvo tho Cor15rou, t he Court• 
or tho Preddont trao t.hat task. It tao.ea ua -- Aa aquaroly 1 u 
intht.ontly, a a 1n ~.'.arch, 193S. 

l!uoh ot trouble 1n our own l itetillc haa •PI'UDI traa 
• lo~ p<~r1o4 or J.naction -- l'rao iplor1~ """t l'lll>4o::wnt&ll;y 
waa happenill& to ua, and b-oa a ti.J:ic-:serYizl;: w:willl.ftC~Wat to 
taco taota •• thoy ~orccd ~solvca u,~ uc . 

OUr national lit' roat: on trio nearly aqual produo~ 
rorooc, acrioulto.tre o.nd l.nduotry, each oaployil\'; one- third of 
our aiti&ono . Tho other third tr~aports and diotributoo tho 
prod:uota ot' tho tir ct «10, or porfonn.s opaoitLl a.arviooa t or 
the \/hole . 

Tho tirct ereat f orce, ~rioulturo •• and with it 
tho production or timber, miner als and othor n6tur al r ooourooa -· 
wont forward tovorhhly and thoughtlouly w\tU n~turo robollod 
and. wo caw doaor ta o:\oroach. tloodo do:l-troy, trocc 41 .. ppoo.r 
and oo U oxhauatc<1. 

At th~ ca::.:J t1n0 wo have boc::a diaoowri."" t.N.t net 
JNIIhcrs of our t~ popula.tion lhc in a pOTOrty aore a.bJcot 
than that ot ~ of tho r~rs of EU.ropo whca ..., U"C woot to 
ct.-11 pcaaa:~taJ th4t the price s o!" our prcxtuots of o.&rlcultUTc 
aro too ottOD depo:ndont o:a speeuletion by non-ran:Sa& tz"OUP•r 
and t Mt rore102 nations, cccer to bcoODO colf· au•taJ.n.S..are or 
rea.d.y to put rlrpn land. un.dcr tho plOU&h, arv no locoor 
bu.yinc our wrpluaos of' cotton ond -chca.t And lar4 an4 tobaoco 
and h-uit &a tboy hc.4 before. 

Slnco 193S wo ha'ro lmcn:ri:lcly faced 1. oholoo ot throe 
~dioa . F1rn, to out 0\U' coat of tt\n:a pr oc!uotlon bolow 
th&t of othor rwt.t1onc -- an obviouo ~oadb111ty in l:lati,Y oropa 
tod4t.Y \l:nlo u wo r ovart to hur.IQJ1 alavorr or 1ta oquivalont. 

Sooond, t o II'.O.lcc t ho &ovormaont thO £U&r&ntor or tn.J"'I 
pr icoc tnd tho \U\dorwrito r of c xcou to.m prod\lotion wit hout 
Halt ... a. oourto Which t10uld bankrupt tho atroncoct co•ornno.nt 
in ·~ world 1n a 4coadc, 

th1r4, to rl.ftoo the pr-b:Ary roapona1'b111ty diro-o-tl.y 
em tho fanocrc thm.a:ol we,. undor tho pr1Do1~lo or .a.jority nalo• 
ao thAt t.hif!Y m;y doo14c , -:dth f\all kDoulcqo or the tact• or 
aurpluaoa, coo.roitio•• 'IIOrld zark:ch and d.-='ttlo noo4•• what 
tho plut1Qr:, o!' C"&cb crop should ~ ill ardor to -.bt&l.D a 
TC&1on.t.bly &d.oqu.ato cupply 'ahieh uill c.uuro c. rJ.n1wm do~to 
r r 'i OO \11\dor tho nor.:":!ll procoucs or tho taw ot ...-rml .Y OAd 4c:r.n4. 

T)o.at Ma.AC a.doquacy o!' aupplt but not slut. It .CaDI 

adoqua tc TOMM'OI a&oJ.n.f't the tJ/J:I of d:J"ou&bt. lt ia chcaclOII 
aiarcpro.c:Dta.tlcm t o oc.ll this o. policy ot eoa.roit,-. It 1• in 
truth 1n.auro.noo botorc tho tc.ot., 1n:a:teo.d ot (O""'na'lnt tubddt 
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Any 11\lch plan for ol eocoeso1To surpJ.u.oes 

o.'XI the spocul.otian t~ b~ baa tr.o enecies . There are those 

nll-..ean1ns theorirla wto harp on the inhorctt 1'13lrt. ot ~ 
treo born Ar.loriean to do with lli.o l end whAt ho want.a -
to cul.tivoto it woll - or badly; to con110rvo hie tilll>er 

by cut.til\3 o:>l¥ t l• &IIIJlW. in~ thf,roo£ - or to strip 

it cleon, lot fire bum t ho ol.uh, ond crosim ca.pl.eto tho 

ruin; to r oioo onl7 one crop - one! if th.t.t crop t&ilo, to 

l ook tor food !trld aupport froon hia na1ghbore ar h1a government. 

That, I uoort io not on inhorent rit;bt or citbenship. 

For it a man !am& hi.s land to the neste ot the soU or the 

trees, he dutl"'"p not only his own asseta bu-t t he !!ati.On' a 

as .. to. Or if by b1o methods he u !t.. hinoelt, 7e&r ertor 

yeor' • tinoncial ho•ard or t,.>,e .....,;.ty o.cd tho .JOVomunt, 

he becomes not only a aoc1al. pro:;,lc but o.n economic o.enAce 

Tho do7 baa acme by llhon it could be cll\l:o«< that ,ov.,....ont 

~.u no interest in 11\lc:> Ul-<X~~~Sidor«< practic&& ant no r1iht 
throueb reprcoontotin Mthods to otop thao. 

Tho other croup or ene.'Ueo is perhaps lcoa nll­

""anin&. It includoo thooo wto tor po.-t.io&n pul'l)Oee& oppose 

each and evor;y practical effort to help tile a·itu.a.Uon, and. 

alao those Who JJalce mo~cy from undue Ouct.\Ultiona 1n crop 

prices . 

I glcdly note thnt meaour .. ~ch sec~ to initiate 

e. .;'O'Ycrn:=ent pro,:rc for a balanced agriculture AJ'IO now in 

c~or<":lee bcttreen tho tuo Hou.Ees ot t.."1e COni;ress . In tho1r · 

tinal considerati on, I ho?e tor a oaund con•iste."lt ..~.euure 

which l1ill lcoep tho coot of ito ncbn1nistrat1on witlli.o tho 

fi.curo or current aove=ent c:q:>ondituroo in Aid or ngr1culture . 

The ! an:u:n or t.h!.a J~tion know that c. bl.l.J.need output can be 

put into erroct without exceaoive cost one! with tho cooperatian 

of the 3'r~o.t r.~ajori ty oi t1\ft:'\ . 

It tbis bala:lce c.a.n be created b:.' .., all-weather 

!ana p~ao, 0\U" f&r'l:l population w111 soon be uau..red ot 
relatively conotant pur ohellin,; pOTIOr. FrCIIl this uiU flow 

two othe.r p,..cti~ results: t!>e cono=irl;; public will be 

protect«! OIJainst exeosai.,. toed o.'ICI te::tilo ;>ricoo, a:.: tho 

indu.otries or tl".e t1at1on am' ~oir wodc:cro w111 tlnd a steadier 

dcriand !or ""reo sold to tr.o O(lricultural third or our peeplc . 

To rl.isc t!\e pure~ po;rer ot t.ha !&Ncr io, 

horrevor, not onough . It \11.11 not et.cy rcl.aod it "'' do not 

elao roise tho purchooins power of that third of tho Notion 

-ch recel.•cs its inc=• fl'Q: in<.'uatri.ol ~O)'Wiont . U1111ona 

ot 111Ctu.strlal. r10rkon receive pay ao lotr that. they have lltt.le 

b\IYine po.1er. ~ide fr<l<ll tho wuloubtod toot that thoy thereby 

suffer great llwu.n harc!llhip, the-J arc UJlA:.lo to ~ adequate 

toed ond shelter, to IIILintoin bc:alth or to ~ their ahero or 

..onu!acturod cooda. 

\Yo have not only seen J:dJWDu.'O waao and owc1nunl hour 

prcrrioi- P""'"' their aort.h -call;r ond soc1all7 under 

sovomnent auspieos in 19)), l9:l4 one! 19)S, bUt tho p~c of 

this country, by an overnhol.zni.n3 vote, a.ro 1n favor of havil'\:r 

t.'>e Cot\,"lUa - thio ~· - put a floor below 'llhich 

L-.trial -coa shall not tall, ond a ce111.n,; beyond -ch 
the hours or in<!wltrial labor &hall not rise. 
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n..~ o&Ut> lot us anA111• Ill• oppoel \1 oo. A part ot 
U la ataoer-. 111 ~U,.•ia.s that an e.ttort tbua to reiN 'Cbe 
pu:rcbai1DI powr ot lowest. paid iaduatrlal workera la not. the 
bulle- •• ot tM Y~denl Conrnmeot . Ot.b.,.ra sS ft •up Mrrlcf'• 
to a a-.~ral objecUY,. , but cSo not l1U any a~c:ltlo •awre 
tbet 1• propoe- d . In both c.aMa 1t 1t wortb our whll~~~t t.o 
woad• r wh•tbAr SQIDII ot tbes.e opponenta are not at b,.art oppoe"'d 
to any progr• tor rai si n& tbt> wagee et th" un4 .. rpel4 or 
reduclns the houre ot tbe overwork64. 

Another group opposes leelelotlon ot thll ty pe oa 
tl\111 around that oMap labor will hdp tbt~lr locaU ty to acquire 
lnduttrlel and nutelde capital , or to ~te!D loduetrife which 
today are 1ur'f1Ylr4 only because ot t:liating low waaee and 
lena howe . It hot been m:y thought. tba.t, f"epeclall.)• during 
th.tee pen tty,. y'!lara, this Notion hae srow.n flllfl:l troa local 
or eecU.oDal ,,.ltlU.neea and to-.rd a•t-toD&l patriotlla a.ncl 
\IA.hy. I aa 4Uappo1ated by 5o::1e reC@nC. aot!ou atld b7 ~a~ 
recenc. uc.c..reDeea which soUDd. Ute c.be pbtlo10pb7 or halt a 
~DC.UJ"Y •· 

'thftN are mn,y ccawnitl~a in th• Ufttte4 SC.atea lthere 
\be &Y@'re,p taail.,y income b pitltull7 low. It h to tb,aP 
a:)lllllun1Uea tbat we find. C.be pooreac. edu.catlor.al tadUUea 
ID4 the won~ oooditio:ta o f health . 'Wh)•? l\ ta not becauaP 
th~ are .. uarie4 t.o live aa they ~. It. ta becaua"' tboae 
aommunitiea bave the loY.'est per capita. wealth and inOOII:II"' ; 
thflretore, the lowest ability to pe;y tuea : and , t.beretore , 
tna4equatt' tunotioni.na: or loca.l aovernment . 

Such COIIIIIunltiea exist in the Eliot , in the Widd.le 
W~at, in th~ F3r w~ot, and in the South . Tboae who represent 
euch oreaa in every part ot the coUDtry do their oonatttutents 
lll·aer.tce by blocking ettortt to rotae their tne~ee, their 
property nluee and, therefore , their who~ Jo&le or lhing. In 
the lena run, the profits trom cblld labor , low pay e.nd. Oftf'IIIO rk 
e..aure not to the locality or region where they extat b!A to tbe 
abMntee owners who hare aent tbetr cepHal tnto tbtM ttxplo!Ced 
oocaunittea t.o satber larger ;rotha tor tbeU411na. IDdeed, 
n .. enterprlMa and new ladustrl\tl •bich brtns P'JWt.nttlt wea.Uh 
will OOM aore read.JlJ' to tl:.oae cc.waunJUea wb1ch tuiet cog~ 
~ tnd reaaooable hours, ror the aieple rea eon \lu t tblre \be'J" 
wtll tla.d a sreat.er 1Dd:ustr1el ertlc1aocr a6d taapplor worke:ra. 

Nn reasonable p!'raon aoek• a oo~:~pl.et.a \IDltomhy 1o 
wa&e• la. afiry part ot the United Suatel; DOr dotl aD,J ruaonabla 
peracm eoek an liii!IE.dlate and d.raatio oh'lft&O tro• tbo loweat peJ 
~ the bt&beat ~· We ere seek1Q8 1 ot courao. only l e slalatioo 
\0 end atarYOtion •~gao 4Dd intolerable houra; .a~ doairable waa•• ara Md ahoul4 continue to ~ tbo product or collectho 
barsntntn8. 

Wa.ny or tboee. who rapMoeot artootl ol ttaa b6¥e ahown 
thei r undoratandln& or the oec~eatty or~olptoa tho agrteultural 
third. or the N.l'ltion. I hopr, thet thoae who roproHDt oon­
atl\UI)Daiea prtao.rlly a,;ricultural will not unde.rea\1.114\e tbe 
U.portence ot extencll.Dg liD ntd to tho tnd.uatrlel third. 

Yap and how- legisltl.tlon , Ul,reraro, la • probl• wbich 
ta d.a tlaU417 baroro tb13 Ccm$Nilll tar c.ct1on. lt t.a a.n aaMo.tial 
par1. ot eCI)r.oaic Nco•ft7· It. b'\a the auppon ot u Of'arwbalaia& 
M jort t:7 or our people 1n e • e l'J walk or Ute. T'bl7 t.ue 
a:rpre ... d tbeaMhea throu;l1 tU ballot box. 
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~ln I re•ert to the lncroe•• of notional purehastna 
po~r •• an un4er lY1r.e necessity or the 4ay. It y~ lncr~ase 
that. puroMalns fl'O\'>Or for tba t&nlll't:on an.d tor tho lnd.uatrial 
workerl ·- espec1oll)' for thc!-e 1n botb fl:l'OU,a who he•o le:aa:t 
ot 1 t. todey .... )'CU nUl 1ncreeoo tho puroheal ng J)OWOr of tho 
tlnel third of our :'Opul2tion -- tho '(! l':ho trMiport. end. 
diltr1bute the produetB o"' tanu Md tocto:-y . oM thorte or the 
prof&l&1ona •~o ec'!"W'! nll groups. I htJV& trloti to rake 
c l ear to you, f\nd throur't you t <" t t.o O(!Oplo of tho Unit&d 
Stot•s, thet thie is en urge.ne)• wlJ1oh r:a.u1t bo mt)t by col!l'plete 
on~ not by porti$1 action. 

Ir 1 t 11 oet - u· t he purch,.alnc pcower or tho Notion 
ae a whoh -- in other ?'K"rds , tho toW of the !Iotton• s lneooe 
een bo atlU turtl'rt.Jr ll"'ereeeed - ot her b.apr)' reaulu wt.ll 
!'low tree. aucb increase. 

We baYO rct.1a.od the t::ati~D' 8 inOOI"'A tro: thlrty-ei;.f' 
btlUon 4cUa:-s ln the yea: 1932 to about atx·t1- e 1,rbt bllllon 
4oller• ln the yeu 1937. OU.r goal. our C'bjeoUYe U to retse 
it ~o ninet7 o r cne hun~red btllirn dollaro. 

we hove heard eucb about e balanoe4 buda•t , and it i s 
1otere~t1ns t o note tbnt cany o~ thos~ who ba•a pltade~ t~r 
a belancod budaet aa the snlo need now ccme to ~ to plead ror 
A441 t1cn.el gC"' "'8rnmant expend! tur()G ot thf!l ox:penae of' unbela.noing 
the budae t . Aa the Ccngreas is fully owero , tho annual dctlclt , 
lerao tor severo.} y&ere , hea been decl1n1na tho lnat ttecal year 
nnd thia . Tho propoaod budset t?r 1939 , wh\oh I oh811 eho~tly 
sond to tho Ccngreea , will ex.~1b1t e further decroa.ea in the 
detloi~ , th(lugh not e hRlence be tnetn inc~o Pnd out~. 

To r.any who have plet~.dod wt th me tor en 1.0!10dl~te 
b-alc.ncln.s c1 tho budget, by n ah«l.rp curt"1Wnt or o.en 
ollnlne.Uon or &e"''-:"'C."'.e:!t tunctiono, I ha•o aekod the queettoa 
" Whet. pr4~nt axpendi tu.res ~ you rtt~Jce o r ell.&Snate,. 
Ac4 \ho in•arlable ~ b:es boca • uoc.t la cot :.:~ buat&eas --
1 know ncdUn« or th4 det41la , but 1 ftD wre tbrt lt could be 
!!one." '!ti.M· la r.")t. wllct ycu ::.r I wwld cell holptul ctttz.ensh1p. 

On emU one poir•t de cost or thea h"•• .. ~attoa. 
The7 think t:hrt r elict toT tOO \UUS"':I'lo:red b:r thfll ~J•lnc or .,r!c 
11 nat.otu.l, on4 wh¢n I p1n thee ~ I dtaco•c:r t!lf'~ et t.out. th£y 
ft r b actu~l17 tn rever rt aubatttutln& t dol~ in plrcd ot uaotul 
work. 'l'b tbrt nut thnT I nor, I m contlrh.nt , thb sonrtort cmd 
R~P~I ntrt1•oa ln tba c~ngroaa wil l evor oonatnt. 

I ~'"!1. ca c.n:rloue ,.. t".l\1 bt'niu;r or induatrtnlJ et or 
buatneae ~n or tnvuet o r or oconom1&t thr t tbu bu1~~t or tho 
United Stotoa Ocve~ent: bo brought tnt~ balencft 11 quickly 
ea ~lllblfl . But I lny down certeln cond1 uon.e wh.toh aaem 
ree.anabl• and whieh I beliCTe ell should accept. 

Th~ ttrat condltt~ ta that we continue t~ peltey or 
DOt pentitt.il\1 0111 needy ~ricu ..m, c&n ud U wUUc& t o wcrlc to 
atarYe because t.he Fed~~trel G"'• el"t111:1Cnt de•• uot pro-.11Je tbe wo.rk. 

'!'be aecor.~ ta ~he.t t~ Ocuc;reN and tb .. sxecuu .. Join 
banda ln •Ueina\ltlf; o r C*Jl"'t:&111na OA7 Te4o.ral ectSYitJ' wbtch can 
b~ el.lJ:J.natf'd fir cu.rteUei o r ren poatJ)t"D.S w1 tbout bar'l:ln& 
n-etaMZ7rTf'J'IV':ent tw:etlona or the ••te\Y or th• ~·auoo t"r''e 
• utlon.al point ot .-tew. The tb.tl"\11 1• to nUe ~e pureb&aiD& 
J'("Qr Ot the Nation to tho polCt tbat \he \&ftl CD \hll JJUl"Chui.D& 
po.er -- , r, tn M:b$r 1t0rd.a . oo the r..-tton•a l.Def'IC» --Will be 
au.ttloi~t to =set the neceaseJ")' upend.! turel of tbe urt_.l 
go•onu:eu t . 
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I haYo hi tho:rto stated that, tn f1t1 Juds;»n.t, tbo 
oxptD41turoe ot tho :l!ltional permMnt cannot be cu.t 1a1ch bolow 
lt'f'tn billion 4ollurs a year wttbout 4eat~lnd • saentiel 
tuooUoca or letti!lt; people at!l.n'e. '!bat rta Ca:l be rttaed an4 
l"'.U be oboortul17 r rortded b7 tbo J.nerican reople, tt n eaa 
iDCrMM tbo r.auon':J tnecx:e to a point well boyoD4 t he pro•ettt 
loYel.. 

1'b.11 4.0<!)8 DOt M&ll that ea tbo t:'lt10D1 8 1nccx::wt 8'008 
u.p ttl.o Fodcrel cperuiltures ehoul4 r'iae in proportion. On tbe 
contrary, th~ Congress and tho !Xeeut1Yo ehould U3t OYery 
otrort to bol4 the notmol Fedenl oxponditurftl to approximately 
the praoont l ovcl, thus caking it possible, ntth un 1ncroaao 
in tbo U.ttlon'a tnoO/IIIO o.nd the resulttna tncroaoo in tax 
rocotptn, not only to bulnnco futuro budnete but to ruduoo 
~he deH. 

tn lino wt tb this policy tall cq tol":llil" r ocoanendo.ttons 
tor tho roorgallization o.nd improYc:ment ot tho a.ctminiatrattve 
atruoture ot the ggvern:ont, both for i~ibtt !Zocut1Ye 
noeda an4 tor the planntna of futuro national noedo. t re:nn 
thoao roooc=eodatlona. 

ln reletton to ;ax cbon&oa, throe t htna- abould be 
kept tn aJ.Dd . nrat , tbe total 8\0 to be derhoct by 'Cbe 
rectoral 'ITM:Nr.f cuat DO\ be decreased u a re.eult or e:n,y 
cbe•• tu acbedu.les . Second , ebuaoa by 1nclh1ctu.ala o:r 
c:orporattoca deaignod to eacep• tu•p411n& 'by uatna; •artou..a 
cethoda ot doing bua1neas, eorponu.e o.n4 oth&rwta• -- ttbuaos 
Wtlct " " h.J.ye •OUGht . ritb. greftt auccoae, to oDd -· lll.l.& t not 
be r • atorOd . 1'hird, we should rightly c~e certain proYiatona 
Whe~• they are pro•en to work dotinito hardship , oepecially 
on tbe amAll buuinosa =co ot the Notion. But, apooulat1Yo 
1ncoQO lhould not be tavorod over e~rn~ tnoomu. 

lt to humnn naturo to arguft thut th1w or t hnt tax 
11 r eapoMtblo tor i}VCl')' 111. It is hu~r.o·~n nutuH on the pert 
or tbo3e wbo PQl graduuted taxeG to uttnok ull toxoe besod oo 
tho prinoiplB or abili ty to pay. Thoao aro th& o~ ooupleinnnts 
wbo tor a tenoruttor. blocked tbo 1~a1t1oo or u graduated income 
tax. !}boy aru tho aaae co:::;plaintlDts who would iJtJ)OIO tbo tyyo 
ot flat csu.lta t-.x lft:J.ch phees the bu.:rd.eo o·r e;onn:aeot acre 
o.n tboao l Udat able \o po.y and le.e• on tboau aou. oble to pq. 

OUr ooocluatoo QlSt be that Wbile proYan bn.rdahipa 
a.hould be c:orrocted. t h.:y s.bou.ld not bo C-OrNCted to aucb a -.;r 
u t.o reatoro ~buses alrea.4)' t adn:.ted or to eb1rt a ~%"Mia' 
bu:rd.en to the lus tor-tu.n.3te. 

Th1• IUbjdC t leets Daturally into tbo w14or tiold Ot 
the publto att1tu4• toward bu41ne3e. The objocti•o or 1ncreaeing 
th• purehaat=c I)O'Wllr or t be ra.rnlog third., tho taduatrial thl.rd 
and th" atrrlce tblrd. ot our PQ;1U.lo.Uon p rotl.U)poltl tb~Utton 
or whot we o4l~ ca~1tal •gd labor. 

. Capt tal to esooLtial; r ooaonobl o earning& oo oopttal 
aro .. nontial ; but Ltauoe of the powertl or oupt tal or ooltteh 
euapeooton or tho ~mployoent of c~pitol ~•t bo endo4 , or \be 
cop1 to.ltattc oy1tcm. 'ldll destroy 1Uelr th.roush 1 tl own abu.ac.e . 

'lbo < 4't l'f1hel:Jing c:mjort ty ot buetaou mea M4 bllnke:re 
SnteD4 to be IJOOd ci ttze-n.e:. Only 4 aoall minority haYe 41epl81ed. 
poor oi tl&enahip bye~~ in practi oea which ero diahoneat 
or dettnitt ly barctul to society. ~a ata~~n\ 11 atratght-
rorw"rd ~ true. r.o person ln ~ reapoutble ploC-e ln the 
00YOrDI:IOtlt or tb_, 0:;.1 k4 Statu t.oc!S¥ bu ' YOI" Wl.t:D 4.G1" poa1 Uon 
contrary to 1 c.. 

But, udortu.natel.T !'or tbe eOl.lDtl7, •baD attu.Uon U 
called t.o, or attock 11 .::::u!e oa apeetrtc ad.uua or cephal, 
tbere hu bec:n a deliberate .,urpoee on t b• pan or t b.e cotldG~:Ded. 
&tnorUy to diatort t.ho c:rtticiaa into u. au.aet on ill cepHal. 
'I'tat 11 wtltul doceptton but U dooa DOt lODQ dec~1'f't . 
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U 4\tunUoD ta cc..llod to, or attack a:.4• on, cort4.1.D 
noDCf\ll lnut.DCaa pn.cuc .. , \h'ro IU'C tboao t:bo CI"Cl oc;.aor to 
cc.U 1\ •u oUa.ck-on ali buaincoo.• ThAt too 11 ';71l1\ll 
4ocoptlon that •111 not long Coc~i.o. 

Lo~ ua considor c~rt~tn t nct1: 

Thero ere prnctlccs which moot poopl~ bulicvw ahould 
be on4o4. Tboy include tax a voi(.onc.c thl"O\Ie:,h corpore. to o..ncl 
other DK.tb~s, Which I havo Pl"'vioual y rt.~nt1ono4: oxoouivo 
oc.pi tollzotton , in~etmcnt writo-upa end •~curtty ~tpulnttonai 
prtco rigging 01ld oollu.ai vo btt.dtna in 4ot1cnc,.o ot tho :spir-t t 
ot tho onU-truat laws by oot hodo "hlch bf\t·t l4.1 proaocut1oo u.uder 
th4. pr"c.nt at.ntutoa. The)" 1.ncl~c. hieh proaau.ro oc._l o aiD'lD.Ghip 
'ifhioh crootaa cycles or cvt.~.-.uct1on wl thl.D &1 no tnt.uatr toa nnd 
ooaacquoot rccoaatona 1n ~tuotion until auoh \ imo •• tbc aurplua 
ia OOD.al.ID:2~f tho use ot pctont lt:wa to cnobl'- letg<ir cor;w:>r:lt.iona 
to mint.otn h1~ rrtc'a ~ u-tthhoU troa t.ho public tho 
ad"MD\4gea of tho ~grc:;.s ot sot:..nco; U!l.fet r ~Ut.ton Cich 
drhoe t.bo GDiflllor pro~ucor out of bu.at.cc:sa locUl7, rof:1omll7 
or OTC..n on &;. ra.Uona.l. accleo; 1nttnlt.~tton ol" loc')l or atot.o 
CD'Kn=-.nt. WI prcvL.nt tbC' '!1.3Ctl:lmt of lewa tor tho p:rotooUoo 
or l t:bor b1 t.hn:ato::lin..; ~ cov-e. t.leorboro; U.t ob1tU.Q6 ot 
ac·tual. producUoa troJD 0::10 locc.lUy or region w onothor tn 
punu..tt or tho cheapest vmt;o ~calo. 

The c;nWlOre.t1on ot thosCI c.buaaa 4ooa DOt noan tl'nt 
buatno., 01 c whole is guilty o r tbors. A.fVI.in , 1t 1a docol)tlon 
th6t Will not l ona dooeo1vo to tell tho country that on attock 
on thoao abuaos to on att~ck on bustnoes. 

Ar.otbor group ot problr~s attcottn& buotnoea , which 
Cl\nnot be. tot"'nn..4 spocttic ebUDca, gtvc.a u.:J t ooC tor grave 
thouGht about t.bo tutu.ro .. Ocnc.rtcilly such pl"'blc.:M erieo out 
or the ooncontrotton o r oconoaic con't.rol fO tho (otri.at.nt ot 
t ho body polttto -- control ot otbor pooplo ' a nocoy, otbor 
poople' a labor, othor pt;Oplo•s li...os .. 

ln DLD7 L~toncos sue~ ooneontrctton• caaaot be 
JuaUttc4 on the fP'O\IZII4 or o~ttng ott1o1ancy, tNt ba'f'O boac 
create4 tor tho &to ot aocu.r1Uca prottt1, t1a.ano1cl ooatrol, 
tho 8\I'PJ)roaeton ot c~Ution. on4 "bo e.=ttt.Uon tor poger OYU 

r.::'\\r:_i'), In eoa. ll.Ma ot t.D4u.rtl'7 a .CJ"f moll nuacr-tOCI.l fP"'UJ" 
1a Tn eucb o poattion ot t.ntluc.nec that tte aottona o.rc ot 
nccoaaltJ tollcw~ by tbc othc.~ unite operntln& lD the •~ 
tlold. 

TMt auch tnfiutlr.oea Ofk r.a.c.e to control ba.nlc.in& an4 
t1.Mnco ta equallJ' tnao, 1n apito ot tho mn.y ottoru, tbrougb 
:re4oroJ. l o$1alotloo, to ttlko IUCb control out or th' hlind.a ot 
Q omll group. Wt. ho.oro but to \4l.k. wtth bun4f'O(_a or Cl4l.l 
bn~ra t hrouSbOut tbe Unite~ Stft t ca to r~~l1zc thot trrcopocttve 
ot looo.l oont11t1ona , tl'-.£)' e.r o cocpclle4 tn prccuoe to occopt 
the pol 1o1oo lotd t'..or.n by a. acall n\mbor ot tbo l a.raor banb 
in tb-. Hatton. Tho 11ort: u.:r!ortcJoxn bJ .AndrO~ 1fto.kaon Md 
11oo4to7 WileOD h DOt ttnUbK ,.ct. 

Ttl. ow:::uo~.n.b.lp or '\'0..1-t proport.toa or tbo or pn.J.u:.Uon 
or tbou.au da or ~rken croatea a bOC'WY oblJpUon or pubUo .. mea. 
TlA po"«.r abO\lld not lMJ aoust" or K.Dot.tonc.4 UDl.oN tbeo rt.epo.ut­
bUi\7 1a acce;t.K aa well. Tt.o a=a. •ho IKD f'roMt.oc tna 1\LCb 
rooopoulbl&l\7 1ll the ....,. of 1Dl1•1,..,l UbortJ l.o •Ul:or foollJI6 
b.t.l»ott or ti'Jiae t~ cbut. hta rc..lloo :::JOD. F.e anu to uc.t tbl 
t'ruUI or orierl.7 _,clfl:7 :rl~t P171AC tor tbN:s. 
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AI a. NAtion wt haw rojootod a.ny ra.dical rovolut i on.ary 
procnu:t. For ~ pc ntanont corrootioa or &r&YO ~aknoscoe 1n our 
cconca!o .yttca wo t-.e.~ r elied 0t1 new applicc.tio=s or ol d 
ctcn:aoerAth FOOOUOI. It b not ncc.ouary to rccow:rt what hca 
beet~. acco;::;rlhhod in proacrvil'l& tho hC:.OI L"¥1 lh'Ollhood. of 
ailUoo~ or vorlc:ora on ta.r:a and ln oltloe, in rccOIIlatn~otina 
o. tourd bankl.nG ond or!ldit ay:tcc,. 1n ro'ri.'fin& t rndo a.ru! 
1ndult'ty., in rootto.bllohJ..q; aocuri ty or Uto end proport)"• 
All wo need todo.y h to look upon tho !'und.mnont.al , sO\I.Dd ooonOI!do 
oond.itlona t o knon thet this buainota roooaaion onuaoe moro 
perploxit y thnn too.r on tho port or moat pooplo ~ to cont~•t 
our prcvalltnu 110ntt'l Attitude with tho terror nnd dospc.ir ot 
ri YO yoo.ro 010 . 

J.)athor"'M>ro, ti'C" hc.TC a now •rel oli&o.to 1n Ancrica .• 
fhet -=.a.na thct wo uk bu.alnou L'\d tlncncc to rcoopt ~o thc.t 
t111.ot., to ~ro woh 1noqu_c.litiot r.a thoy ocn cur<: 'aitbout lo&h­
lc.tioD but to joitl their t;ov.,rmaont 1n tho onnob:iont or 
1C£io}ation \\'hOr<l thO Ol"..dir.g Of 0.b\a100 And thO s t cl!.cl)' 1\lnotion~ 
or our economic tyatcm callt to~ tovornmont nas i st4noo. 
Tho nation Ma no ob11.t;r.tion to t".4.ko Aooricn aa..fo f'or inoocpotont 
buai.noaG men or tor buaL"lou QO:l ·.vho tnil to noto tho trond ot 
tho ti:ca a.nd continuo tho usc ot machinery or coonoalct Ct.Dd 
practices or tincnoo a : outworn as the cotton :p~o ot 1870. 

G<rt'ol"'JJ::Int can be expected to cooperate 1n oTOry wc.y 
with tho bu.aitaOII of the f1a.t1on prorlclcd tho caz::ponont J*rll 
ot butincn c.'bL,4on pr&cticc$ \'Jhich do not bclotJr~ to thia d.o.y 
~d A&e , nnd adopt pr1oo arA production polioioc appropriate 
to tho times. 

In rcsard to tho rclnttonehtp ot s ovorr.ccnt to oortcin 
procosooa ot buairuus, to whloh I hnvo rotorrod, it acoma oloo.r 
to m.o tMt oxiattnc l~:n1a rcqu1ro rooonatNotion. t oxpo<)-t, 
thcretoro, to &Jdron tho Co~l"''a:• in a apeo1al t:~e•"'f;e on thb 
cubjcct, A.Ud I hopO to havo th.3 holp ot budnoaa in tho otrorta 
ot govcraDCnt to holp butinoos . 

I ha..-o apokon or labor u onot.hor cuontial in tho 
throe s:r cat &roup.s or tho population 1n raising the liatton•• 
inoomo . Dof1n1to 1tr idoo in colloot1YO bar &nL,int hnvo boon 
made &nd tho r1tht ot l nbor to orcaniso has bocn netionnl l y 
rccos:ni£cd . Uovortholcaa 1n the evolution or tho prooou 
d1tt1cult lituationa have ariso~ 1n loc~l1t1o• ~~ c=ong croupt. 
Untortur.ato cU:rhionl relati:l& to juri1dlotlon OlQOn& tho worli»rt 
t~olvea ha.vo rotcu-dod production within chen i.J::I.d\&..-trie• 
and ~:re, therotore, At'tectcd rol~tod lndul'trloa . Tho con­
atruotion ot hOD:)I ar.4 other buUdbct haa b<cn hbdcrod 1n 
10.0 10collt1oa not ouly by unneoc1aarlly hl~ prlooa tor 
Mtoric.l::;; bu.t o.lco by cortaln hourly \'IQ40 10Alcs . 

For economic and ooo1n1 roc•on1 our pr1no1pcl 1nt:or01t 
for tho nc~r futuro lio1 along two 11n01 1 tlr at. t ho taood1•to 
dol1ra.b1Uty of 1norca ai:lf; tM "mace ot tho lcmoat pe.id .:roup• 
ln ftll t.ntu.atry1 GM, aoco:t.d, in thl.nlt~ 1n tona..s or rcculo.r-
1d.q tbo w r k ot tho 1.."\dJYld:uo.l worlcor core crea tly throu;h 
th~ )'Cal" -- in othor vorda, 1:l t.h.1.DkiJ:c a>ro l.n toraa ot tho 
worker' • tot4.1 ~ tor A ~rlod: or a "holo year :-.:1thor than in 
tonu or hb f"'aU\Crntton by the hour or by the de.y. 

lJl tho oa•• or labor • • 1n tho ooao ot captte.l, 
aiaroprotoot~tlort ot tho poli cy or tho GOYD~ont or tho Unitod 
Stro.toa io doooptlon whioh \'1111 not lont doooivo. In both oa 101 
we aoak ooopor"~t.lon. ln cYOry oo.•o power a.n.d rc•ponaibillty 
J:IUit co hAnd 1.:1 ho.n4. 
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I h&ve apcken ot economic oauaoa 'llhioh throw the 

Nation' a income out ot balanoe1 I h&YO apoiDen ot practice• and 

abuaoo which demand correction through t ho cooperation of aatital 

and labor with tho I)OTe.....nt , But no I)Overn-.t can bolp the 

deetinios of people 'llho inaist on puttinl) aeotianal and claa•­

conecicusnoos &hoed of general weal, Thoro muot be proof that 

seational and claee intereete are prepared more greatly than 

t ocla¥ to be national in outlook. 

A government can punish specifi c acta of apol1&tionJ 

but no govenu:>ent can eonecript cooperation, We have improved 

some attera by way of remedial legialation. But ..tler e in eo~:~& 

portiou.lars that le&ielation has failod we cannot be sure nether 

it fails because some of ito detailo are unwise or because it i a 

bolD& aabotaged , At any rate , we hold our objectives and our 

pr inciples to be sound, Wo will nrror go back on the=. 

Government has a final responsibility for the well­

being of ito citi•onthip. If privata cooperative ondoavor failo 

to provide work for will in& banda and relief for the unfortunate, 

those suffering hardship from no fault of their own he~ a ril)ht 

to call upon tho government for aid 1 o.nd a r;ovornmont worthy of 

ito name muet make fitting r osponso. 

It is tho opportunity and the duty of all those ..no 

havo fai th in demoorntic mothoda as applied in industry, in 

agriculture and in busineaa , no well as in the field of polities, 

to do their utmost to cooperate with govoi"IUIIInt--without r&l)&rd 

to political affiliation, special intoreate or ooonnaic prejudiaos,-­

in ..matover progr am may be sanctioned by tho chosen ropreaontativea 

of the people . 

That presuppose• on tho part of tho reprosentativea of 

the people , a program, its onactmont and ita administrati on, 

Hot beoauao of the pledl)es of party prOI)r&ma alone, 

nat bocnuoe or the clear policies of tho past five year s, but 

chiefly booauoe of the need of national unity in· ending miotakee 

"f the peat and mooting tho noceaaities or today, - must carry on. 

I do not propoao to lot tho poopl o d0101lo 

I .,. sure the Conl)reu or tho llnitod Statoe will 

r.ot let tho people down. 

FRANXLIII D. ROOSEVELT 

TilE mun ROUSE 
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1anll8ry }, 19~ 

To: Seoratar~ Morcont beu 

Jl'ro."': ur. Mae Hl 

l. Tax Re't'i ~ion 

The CO!nittee I!Bt b<>tb oornlDt> end attarnoon, talcing 
up .,.rl cue <tL>estie>na of detail in the un4htr1but e4 profits t a x. 
Til- rest e>r the wee It will probabl;- be talcen up w1 th Mtters of this 
et.arao tar. !.:eantl!ne ~ draft of t~~ Sut>oornittee ~port has been 
CQ'Ij>le ted ar-:1 to..u-4 the end or tile ""et will be t aken up with the 
Subco"1'11tteo . 

I talked to !Jr. Vinson about o rorml l•tter addressed 
t o you by the Chairman or tbA flaye and M~ana COfRt t tee . asking about 
Treasury r~preaenta+;ion . He said he tbottght s uch n letter would be 
~ good i~ea and for Ill'! to prepere what we wtahed, 

? • B•treau Ad!nin1strat1on 

I e xneo t to talk t o lolr. Gl'ftTOe tcnorrow aft ernoon. He 
see'lS t o be moat concerned w'..tb a reori'JIInizatton or the Collectors• 
orrtcu in !:ew '!(Tit , ""d in pertioular with their bamling or SoeW 
Security ..,..ttera. I __ ,t hb alao t o direc t attention t o the ReY8aue 
/QIDts1 0fficU i n the Wll'iOUS locallt1ea Nil\ particularly t o t he 
a &o i niatrat ion or the tneaoe tax. In ~ opintoa there i s quit e as 
=:•>Cb rO<lt1 ror bpro,.oent 111 inco.,., tax adtoiniatrat ion as in any 
otter fiel d and the ~ts involTed ..re ao great that close atten­
tion to the m ta 1mpart!t1Te . 

} . l!ellon Case 

On account or my e ngagemnte with the Subcorllli t tee I 
hcv" not been able to discuas the oaae at length wi th Hr . Oliphant, 
but I Ullder s tood t hl!lt hi!' would not be relldy bef ot'B tCli'OOrrow. My 

gen4r~ onncluoion 13 t hat in vi ew or the aize · ot the oese and tbe 
d i't'iaion or opinlon in t he Boolrd an a ppeal cusllt to be talcen unlees 
1t 1a qn i te •lear that the Bureau llaa aeou,t'Bd rroou the llo"rd' e de­
eialcn aa FOod a reault a" it c ould reaaonably boJ"& to obtain on t he 
tMta . 
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EDA 

SEcrEtory of St ate 

Washington 

2 , Jnnuery 4, 1 p .m. 

GRAY 

liEXICO CITY 

Dntt~ January 4~ ~938 

REcEiVE~ 5:31p.m. 

ThE rEsignations of the UinistErs of th£ IntErior 

and National Economy an~ thE ChiEf of thE FE~Eral District 

wErt announcEd lo.st night and tl\t following appoint-

ments mo.dE to .fill thE rEspectivE vacanciEs Garcia 

TEllEz formErly thE President ' s privatE sEcrEtary, 

E.frain BuEnrostro one of thE thrEE Experts who in­

VEStigatEd thE financial capacity of thE oil compnniEs, 

and CEntral Siurob formerly Chitf of th£ Public Health 

SErvicE . CastEllanos formerly AttornEy GEnEral for 

th£ Fe~Ernl District and territories was appointed 

private secretary to thE PrEsi~tnt an~ Ltonidts Almaznn 

formerly !Unisttr to GrEat Britain ns ChiEf of Public 

HEalth StrvicE n posi~ion hE form.~rly htld undtr 

Presidtnt Ortiz Rubio. 

No particular significancE is nttnchtd to thEsE 

enbintt chances othEr tl~n a possiblE strengthening of 

tht Go\•trnmtnt •s policy rtg=ding thE o11 cCIIIpnnita 

sine£ 
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EDA - 2 - /12 , Janunry 4 , 1 p . m. from Ktxico Ci t ;r 

s ine £ Thltnroat ro now h£nde National Econ<lllliT• Tht 

nEw Chitf of Public HEalth is 11 brothEr ot OtnEral 

Almazan and it might thErEfor£ bt coneidtrtd that 

this appointmEnt would tEnd t o link mort closEly 

this im~ortant army officEr with tht prtetnt adminis­

tration . 

DANIELS -EMB : ROC 
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lllllliWlDUII OJ' 'PIIII DAJ 0S .l.C!IVIfJIS 

JuuaJ7 4, 19)8 

!o: !he Secretary 

rro111 llr. lla«i 11 

1. !l'u rnilion 

The commit~•• cet both aorning and 8ftornoon. The principal ac­
tion taken wae the tentative adoption of the plan tor impoeing a aur­
tax on industrial corporations whooe ttoek it clooely held, whoee net 
income exceede $5(),000, and which have dhtributed len than 6o per­
cent of the net incone in dividend•· Thera waa a considerable fight 
in the coomittee upon thia utter tax. The aubcollml ttee will take up 
cepi tal pine tomorrow tor the purpoae of deciding aoce of the que a­
tiona of policy which have arilen in the drafting of the proYiaiona. 

1f1th luelo: the subeoiiiDi ttee lligbt complete ito ~rk at the end 
of the week, aince it will probabl7 continue to aeet both aorning 
and afternoon. Jn that ennt the full co,..ittee lligbt eo•ence hear­
ing• around the 17th. 

2. Reorganisation of Internal Revenue officea in New York 

llr. GraYee diaeuaaed with llr. llcReynolde and Zfaalt this noon 
two plane for the improvement of our admlnietr~tive agencies in 
New York. Firat, he wants to make a atucly of the Collectors' otticea 
to aee what overlapPi ne and contusion ruul ta from having four collec­
tor• with Juriedlction in greater New York Cit;r. 1fe all agreed that 
t hh work should be undertaken as aoon aa it h cleared w1 th your a elf 
and with the Coa=laeioner. Second, llr. OraYee ie considering quite 
draatic 1EPrOYemento 1n the three I nternal RIYenue Agente'officee in 
New York, througb a concentration of aettleaent aetiYitiee in a aingle 
unit in Kew Tork. llr. Gravea ia now preparing a deacriptiTe aeaorandua 
on the subJect and ae eoon aa it h completed J ahould llke to dla­
euaa the propoaecl change a w1 th you. It you scree, wa can then dlaeuea 
them with t he Commiaeioner upo~ hie return to the cit;r. 
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117 d .. r Dr. Peiee 

I aoaowlect1e wl\b th•ke tlle 

receipt or y~r let,er or o.e..-.r 2?p1 

with which JOU truaait'ed• a t the re­

lj\leat or the 6eoretarr of StU•• t!ae 

letter h.- lli.Distar lo..- .u-r 

addresaed t o ar. Duaa. 

I tu.Ye read b. Anour1 1 co-uai-

cation wltb latereat aDd as raturnina it 

herewith tor 7~ r aaorda. 

11Jiaerel7 7oura, J 
Baa. Berbert Pel•• 
Baonolllic AdYiaer • 
State Depart..at. 
•••biactoo. D. c. 

l!lllalo~~~re. 

' <:lgned) B.IE ... S-a.as,, Jr. 
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0.... llr. W:ellNI 

Pluae aoeept rq ~· tor 

you.r oou.rte q 1A tln'Dlebiac • • wt th 

a oopy of tbe leUer r.o. tbo 

AeNaaador ot tle:doo, dated Poonber 

25t4, 11.114 COPT ot ·-I'McSwl of )'OIU' 

eoa•eraet1oa with A.ba•~• .. r laJera 

and 111n1ater ot PiAanoa Suarez ot 

Dec•bar 30th. 

81ncaro4', 
j 

lt'!lftlec! l lt. a 57 a, Jr. 

Ron, &w.aer Yellea, 
Under-aecrota17 ot State, 
State Dapart.ant, 
Waahlnaton, D. c. 

NllCa .. a By messenger 1/5/38 
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' -- . 

a.u. Jr: 

Operator: 

H.I4. Jr : 

Operator: 

a.Y.Jr: 

Gordon 

Hello . 

Gordon Rentschler calling you. 

•ll right . 

Go ahead. 

Hello . 

Januar y 4 , 1938 
ll :Jl a . ID . 
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Rentschl er: Hello, Henry, good IDOrn1Il8• 

H.ll.Jr: 

R: 

H.M.Jr: 

R: 

a .u .Jr: 

R: 

!l . !.! .Jr: 

R: 

H. ll. Jr: 

R: 

H.M.Jr: 

R: 

How a re you? 

Fine. I wondered whether t here's any information 
about this U:exican situation tha t would be fai r for 
you to tell me. Now, the reason I ' m asking is this . 
This loan that they were planning •••• 

Yes. 

•• • to put through, they 1 re not putting through, 
because they say that they 1 ve now rearranged their 
situation so there ' s no reason wby we shouldn't loan 
them dollars agains t pesos. 

Yes . 

~rom our point of view, we do not wish to do it. 

Yes . 

Because we don't see tha t t hey•Fe really got their 
things in shape s o that's a proper thing for ua to do . 

Yes . 

But they - it might be helpful to us if your U:exican 
silver agreement were in n position to be made public •• • 

Yes • 

•• • • at the present time; it might change our point 
of view. Now, if there ' s any e11barrassment about that, 
why, don ' t let me have it. 
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H.M. Jr: 

R: 

B. !ll. Jr: 

R: 

B. IJ .Jr: 
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I - I can' t talk Just at the present t iae. I mean 
not - I mean there 1 s no thine I can say . 

Very good indeed. Now than, in the meantime •••• 

I mean it' s • • •• 

That's all right . 
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Let me Just explain. It's - it ' s up to the Kexicans; 
if they want to tell, they can talk, see? 

Yes. 

But it's up to them to say what the agreement is. 

Yes. Well , in the meantime, then, from our point of 
view, until they can - they will tell us, or until it 
becomes public through other channels • • •• 

Yes • 

••• we don't want to make a loan. 

Uh-huh. 

txcepting as it is against dollars or against gold . 

I see. 

Now, we ' ll have to be rather diplomatic 1n t elling them 
that, but I •m Just telling that to you. 

I understand . 

So we ' ll - we ' ll proceed from t hat point, and if there 
is any time when it can be given out, why, then I' d 
like t o lcnow. 

Viall ••• 

But I don't want anything pri or to what - to anybody else . 

They ' ve - t hey've asked us not to. 

Yes, I see . Well now, I don't want to eabarrass you, 
then, 1n the least . 
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R: 

R.M.Jr: 

R: 

H. I& .Jr: 

R: 

R: 

8. 11. Jr: 

R: 

a .M.Jr: 

R: 

R.M. Jr: 

R: 

H. J . Jr: 
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No. Well - well, I - I really - I mean it's a 
confidence which is theirs, you see. 

Certainly, it ' s t heirs, I realize tbat . I rather 
appreciated that that might be the case. 

Yes . 
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I think you ' ve done a good Job in getting the silver 
on the way down. 

Yes. 

And I hope you can make some more steps as you go 
along a little later. 

Well , I think •e did the best we could under a very 
difficult situation. 

That's a step in the right direction. 

And ••• 

Can' t take too long a step; you might split in the 
middle. 

•nd the way that - I think we did the best we could. 

I think it was taken pretty well too, don 1 t you? 

Extremely well . , 

Not so many squa•ks about it; they're not as many as 
I would bave expected. 

No, I - I was most pleased, and I - the r eception it 
received •• •• 

Yes. 

•• • on the Hill anyway. 

Yes, I see, a nd that was - they were satisfied down 
there . 

They seemed to be . 
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R: 

H. ll.Jr: 

R: 

li.IJ.Jr: 

R: 

B. ll.Jr: 

B. IJ . Jr: 

' 
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Yes . What other reactions you gett~ng this aorning? 

Ke? I - I 1m - I've actually got a breathing spell. 
I• m looki.ng £or something to do . 

~h, well now, that ' s too bad . If you•ve got a 
breathing spell, why don't you get your axe out 
and get some of this tax stuff straightened out? 

Vlell, I ' m - I'm going - I' m going down to Sea 
Island tor ten days . 

Oh, you are? When you going? 

Next week. 

I see. \Vall, you .mow - you have a good time down 
there. Vlhen you come back - when you come back with 
a lot of fresh a ir and a wi llingness to clean up the 
stuff. · 

Well , this has been four months as difficult as I•ve 
been through . 

Yes, this has been a pretty t ough four months, end 
it looks like we ' re going t o have another tough four 
months. 

Oh, don't say that. 

Well, it don•t look so good. We ' ve got a lot of t hings 
t hat have to be done. Doggonit, we get such situations 
as this Erie and C & 0 mess. Tha t upsets a lot of stuff 
and makes everybody stop again. 

Well, =1 own shop •• • 

By the time we get reedy t o go, why, Kr. Jackson makes 
a speech or somebody don• t put up money for the Erie, 
or ..•. 

Yes . Well, =1 o·.a shop ••• • 

••• the like • 

• • • is in beautiful shape. I say the Treasury i s in 
beautiful shape. 
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R: 

a. M. Jr: 

R· 

B.li.Jr: 

R: 

' 

, 

-s-

Yes . 

And I can go away tor ten days . 

Yes . Well , tbat •s all risbt . As long as you•ve 
got your things all right, we won ' t do a lot ot 
wor rying about it , 

*ell, they are, tbey •re in beautiful sbape . 

Well , all right, fellow. Well, good luck and bave 
a nice holiday. 

Tbank you. 

And I'll see you when you get back. 

I hope so. 

Bye-bye. 
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a.r.I. Jr: 

.. .. - * 

Bello. 

Janu.ary 4, 19)8 
11:40 a.!ll. 

Bello, Kr . Secretary, good morning, sir . 

How are you? 

Pretty good . I wanted to inquire of you what's due 
in your opinion about Yrs . Ptke . 

Who? 

!.Irs. pt.ke, Collector of Customs a t Cleveland . Have 
you anw further impressions about the character of 
her service there? 

The Collector of Customs at Cleveland? 

Yes, you remember lolrs. Pyke, of course. 

Oh. Well , is there anything doing there? 

Well, only in this way . Her t erm expires in April. 

Yes. 

And on account of some politi cal factional disturbances 
in Cleveland, some people have started running rumors 
ar ound that she will not be reappointed. 

Well , t hey haven't come down 

I have said nothing about it one way or the other . 

This i s the first I 1va heard of it . 

Yes . I have sai d nothing about her reappointment, and 
I don't know Just how the rumors arrive, but they hava 
been around . And she came down here Sunday to ask me, 
"What about it?" And I told her that I knew nothing 
about it, that I had made no comment, had given the 
matter no thought, and wasn't in a position to tell 
her a nything one way or the other. 

I don' t ~ow a thing about it. 

Well now, she says that she - she was actuated in 
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H.M.Jr: 

B: 

• 
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asking the questi on, partly t o try to set at rest 
disturbing rumors and partly because she had the 
possibility of getting another Job if she was not 
going to be reappointed . 
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Well, as .far as I know, the normal thing would be to 
reappoint her. 

'l'he normal thing would be to reappoint her. 

Yes . 

And the - the argument against her would be extensive 
political a c tivity, and I Just wondered whether you 
had aQYthing along t ha t line. 

No. 

But ... 
No. 

Yeah. 

I have not . 

Yeah. Well now, of course, there is plenty of it, 
which can be either taken seriously or overlooked, 
according to your own viewpoint . 

Well , it' s Just- there's been no complaints filed 
w1thme about her, other than that original thing when 
t hey had that a couple years about - the run-in about 
t he unemployment situation. 

Yes. 

You remember that. 

Yes, I remember that- wha t was it, she • •• •• 

Oh, somethi.ng - she was supposed to have been down 
to the State Capitol either lobbying for or against 
Hopkins, I don't know which it was. 

Yes. Well, I think abe was trying to help the Governor 
out at that time. 

Yes . 
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B. loi .Jr: 

B: 
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B: 
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B: 

ll.M.Jr: 

B: 
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And now at the present time the situation is just 
about the opposite; she's raising the devil with the 
Governor now. 

Well, I really don ' t know, Senator . I have nothing, 
and as I say, if the President should ask ae today, 
as far as I know there ' s nothing here been filed 
against her. 

Well , I'd l ike to ask your attitude about this. I 
was talking it over a little with Donahey. 

Yes . 

And we both thought that maybe the smart thing to do 
would be not to commit ourselves at all and just allow 
her to bold on without making any appointment until 
after election next year. What would you think of 
that? •lould that be agreeable to you? 

Well, I wouldn' t want to give snap judgment on that . 
I don't - you see, I'm not - I'd have to look at it 
Just from the straight Treasury thing, you see, and 
you're getting in now - I mean on the politics I'd 
want to talk to the President and Jim Farley and see 
bow they felt about it. 

Yes. 

Because I don ' t mow anyth.ing about the political 
situation there, and of course you do . So would -
would you mind talki.ng it over with Farley and seeing 
how he reels? 

Yes, I did talk it over with him . 

Yes. 

And he thought that would be all right. 

Well - ab - well , you - you're putting it up to me? 

Oh, I - I - I'm not trying to hurry you at all. I 
just wanted to get your view . 

~ell, the normal tbi.ng would be, we' d send her name 
up for reappointment. 
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H. lll . Jr: 
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B: 
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Yes . Well, if Donahey and I thought it was better 
not to do that, you wouldn't reel obliged to do it, 
would you? 

Well , I ' d certai.nly give your - the advice froa you 
two gentlemen very serious consideration. 

Yes. 

oee? But I think we'd have to have something more 
than Just - you know. 

Well , I don 1 t want to start smearing her and making 
charges against her. 

Yes. 

But I can tell you off the record that there's plenty 
that could be said if anybody wanted to. Now, I'm 
not saying it, because she's been very friendly to 
me and •.•. 

Well , let me - let me turn it over in my mind . llay I? 

Yes, sure . 

O.K. 

Sure, O.K. 

Thank you. 
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a . li .Jr: 

Operator : 

a .M.Jr: 

Operntor : 

a . '.!.Jr: 

Seru.tor 
King: 

H.U. Jr: 

King: 

H .~ .Jr: 

KINg : 

H./A. Jr: 

King: 

a . 'L Jr: 

King : 

H • .J .Jr: 

King: 

H. i.I .Jr: 

King : 

H.:s. Jr: 

King: 

a . ·~ . Jr: 

King: 

• 

Hello. 

Sene t or King. 

Thank you. 

lio ahead. 

Hello. 

January 4, 1938 
ll:48 a.m. 

Happy New Year. I jus t got back !rom Puerto Rico . 
Bow are you? 

I•m fine . And you? 

Oh, just so- so. I - I 1 ve had poor seiling; I was 
sick ell the way going and coming back . 

Oh, that's mos t unpleasant. 
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Yes. Well , how - how are you, how are you feeling? 

Oh, I feel all right . 

olha t did you do w1 th silver while I was away? 

Well ... 
I jus t saw the paper this morni.ng; I just got here. 

~1fty percent sei&nior age. 

Yes. I see. 

Sixty-four and a h&lf cents . 

Uh-huh. 

And so far none of the mining companies have filed 
aey co111plaints . 

I see. 

In tact some of them say they can live on that very 
nicely. 

I see. 
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l(ing: 

B • .ll. Jr: 

King: 

a.ll.Jr: 

Kin&: 

B.ll.Jr: 

King: 

B.II.Jr: 

49 
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Do you think they're 10101 to do AJVtblDI to help WI 
go forward wltb the a11Yer polloy? 

It th17 are, th81 ha•en•t told ae. 

Well, that's what I was afraid ot. 

No. 
Well, I 1ll drop in and see you aoae ot these days . 

Do that. 

Good luck to you. 

Tbanlt you. 
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H.:l.Jr: 

Opera tor: 

ll .M.Jr: 

Bomer 
C=ings : 

a.M.Jr: 

C: 

B. r.l .Jr: 

C: 

H.U.Jr: 

C: 

B. II . Jr: 

C: 

B .~ . Jr: 

C: 

B.cl. Jr: 

C: 

B. L! . Jr: 

C: 

li. :A . Jr: 

C: 

Bello . 

~ttorney General. 

Hello . 

Bello, Henry. 

Bow are you? 

I•m fine . 

Go ahead . 

Janual')' 4, 19)8 
12:4) p.lll . 

Bomer, I find I wrote you on December 22 a letter . 

(La ughs) Then my - then the fault's i n my shop. 

I say, "The successful conclusion of the Liberty 
Dond coupon litigation in determining" etc. "is 
of course a great satisfaction to me, and lam 
sure it must be to you. Please accept my heartiest 
congratulations . " 

That 's awfully nice of you, Henry . 

Then I go on and mention the particular people. 

That ' s fine. 

I raised hell around here, end •••• 

~nd you f ound the letter. 

Yes. 

••ell, good for you. 

All right. 

I ' ll f ind - I ' ll r aise hell around my place now all 
right. 

"ll right. 

Good-bye. 
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-- . 

Marriner 
Eccles: 

B.M.Jr: 

E: 

8 .' . Jr: 

B: 

8 . 1.1 . Jr: 

J:o : 

H. M.Jr: 

E. : 

H.M.Jr: 

E: 

ll . ll.Jr: 

f. : 

H • .t. Jr: 

B.ILJr: 

E: 

B. ll.Jr : 

Hello . 

Hello. Oood mor ning , Henry . 

Hello, Marriner . Happy New Year . 

J anuary 4, 19.38 
12: 47 P·• · 

Same to you. I hope you bad a pleasant holiday. 

Well, I spent two-thirds or it in bed, resting, so 
it was very pleasant. 

You weren 1 t sick? 

No, no, just resting. 

on, fine . 

ilha t I called you about - you know this Byrnes 
Committee. 

Byrnes? 
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It's on the investigation of the unemployment problem 
and - unemployment relief and what to do about it . 

On yes . 

Tne - the Senate just before they adjourned last year 
passed s special resolution •• • • 

Yes, I know now . 

••• appointing a Committee of - I th.ink it was the 
Batcll-Murray resolution. 

Professor Baker, isn' t it, of Princeton, i s the head 
of it? 

No. Jimmy Byrnes. 

Well, they • ve employed this man. 

'4'ell, I don ' t ::mow - but Byrnes and Ctuuap Clark and 
Senator Lodge, Frazier, Murray and Batch. 

Yes . 
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E: 
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£: 
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E. : 
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E. : 
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E: 

• 
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Now, Byrnes called up from down i n South Carolina 
last week to say that he wanted me to appear before 
that co-ittee . 

Ub-huh. 

And his man up here on the Hill got in touch with 
my office here, teying to say What the dickens they 
wanted. 

Yes. 

And they ~nted me to appear tomorrow. 

Uh-huh. 
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Well, I said I couldn 1 t -
and let me appear later. 
some others appeared. 

I wished they'd put it off 
I wanted to appear after 

Yes. 

In fact, I didn't want to appear at all . Byrnes called 
me yesterday morning and be said, •I want you to come 
up here and open up this bearing.• 

Yes. 

He said, "I've been thinking about it,• and he says, 
•we •ra bringing Green and Lewis and al~ these indus­
trial leaders in, and we ' ll bring in the relief people.• 
But he said, "I've been discussing this matter with the 
Committee and we want you to come up and to give us a 
general view or the ~ituotion; tha t is, what is the 
current situation as you see it, and what are the 
contributing factors, and wha t you think the prospects 
are, and what to do about it.• 

Yes . 

I said , •Well, my Gad, you don't want anything." 

Well , he sai d - be said, "You - l abor will pr esent 
their view and business their view,• and be said, •You 
ought to be in a position to give a detached view of 
the thing that - based upon your own experience and your 
own national contacts here, and one that wouldn't 
be necessarily considered political." See? 
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Yes . 

And he said, "We 've been discussing i t and we've 
decided that ' s what we want you to do . " 

Yes. 

Well, I said , "You ought to give me unt il Fri day 
to prepare something on it." 

Yes. 

"No, " he said, nyou don ' t need a ny - to prepare 
anything ." Be said , "You ought to know what the 
situation is . kt least all we want is your 
personal opinion on it . " Be said, "You're not 
speaking for anybody . " He said, "This is an 
investigation, and we ' re just going to bri ng a 
l ot of people 1n here and we wa.nt you to start 
this thing off . " 

Uh-huh. 

Well, I t alked to him f or fifteen minutes • • • • 

:i es . 

••• just pleading with him to get out of the damn 
thing, and I just didn' t get to first base. 

I s ee. 

And instead of getting till Friday, begosh, he's 
I •ve got t o go up there this afternoon a t 2 : 30 . 

Oh, m,y heavens . 

He said they're opening it up today and he doesn't 
want anybody else; he wants me to appear first . 

Gosh. 

To ley down e general economic background . 

I see . 
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B. li.Jr: 

E: 

H. r.I . Jr: 

1:. : 

B.W.Jr: 

E: 

H.M.Jr: 

' 

-4-

Well, I - I Just wanted to tell you that, and if I 
say something up there that - that - that you don't 
agree with, or somebody else doesn't, I ' • going to 
say this to t hem: that this is a - I'm expressing 
purely a personal opinion, •• • 

Fine. 

..• I•m speaking neither for tbe Administration nor 
for tbe Reserve System. 

I see. 

And that I'm coming up here reluctantly and that -
in fact, Byrnes - I said - Byrnes said that he 
would say that, that he hadn't given me any time for 
preparation and that I was coming up bere very reluc­
tantly and only under pressure or the Committee. 

Well , I wisb you luck. It's a tough assignment . 

It's a hell of an assignment . 

Yes . 

But - but I - I didn't want to have to be subpoenaed, 
end I d.idn' t want to get Byrnes sore. 

No. 

And I talked to him yesterday morning, and I thought 
I bad h1m t alked out of it. 

Uh-hub. 

And he said, "Yiell now, let me think about it. I ' ll 
see what I can do." And he came back, didn ' t call 
me until 5:JO last evening .••• 

Yes. 

•• said, •r •ve been with the other members of the 
Committee, and we•ve got a program outlined, • and 
he said, "We Just - we've all agreed that we want 
you to open up tomorrow.• 

Ub- huh. Well, • ••• 
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That ' s oDe reason I d14D't accept your luncheon 
date tor today. I ba•en•t aot an, appetite. 

Uh-hub. Well, 1 111 hold ay tbuaba tor you, wish 
you good luck. 

Well, I'll see you- see you Thursday then. 

That ' s r1ght . 

And I Just - I wanted to let you know what I'• 
up against . 

O.lt. 

All right. 

Thank you very much. 

Good-bye . 

55 

Regraded Unclassified



' 

JR 

Storttary of StatE, 

Washington. 

12, January 4, 5 p . m. 

?ROM COCHRAN . 

GRAY 

Par1a 

Dated January 4, 19~8 

Rto 1d 2:~0 p .m. 

' 
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rar1s cxchrun&E market morL aotivt today. FrEnch 

control continued to lost sterling. Dollar improvEd from 

ito vttal<tst lEvEl against sterling and franc aftEr 

firmnEss of stlv·cr market yestErday gavE assurancE that 

UnitEd Statts would not lEt world silvEr pricE brEak 

and aftEr modEra t E t ErmS of PrEsident's spEECh from a 

monetary point of view btcamt known. 

Frtnch control also intervEnEd i n forward franc 

to bring thrEE months prtnium on sterling from 4 7/16 

to 4. Bank of France sElling btlgas importantly. Ont 

Paris Amtrican bank alone today bought two and one-half 

million from this sourcE. French rcntEs improvEd. 

MarkEt obsErver hEard this evening that during prEsEnt 

wtEk a new loan will bE latmchtd in tht namE of Algeria 

for Eight hundrEd million francs, interest six per ct.nt 

and I ssue (END SECTION ONE). 

BULLIT'f 
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L}\S 

SEcrEtary of Stat£ , 

llashington . 

GRAY 

Paris 

DatEd January 4, 19~8 

Rtc 1d 3 : 35 p. m. 

12 , January 4, 5 p . m, (SECTION TVIO) 

pricE 89 , FurthErmorE , thE City of Paris i s E~pECtEd to 

comE on to thE markEt for onE and a half billion francs 

bEforE thE End of thE month. ThEsE t wo rEports arE not 

yEt officially confirmEd. ArticlEs in financial prEsS 

l as t EvEning and today, EvidEntly officially inspirEd, prE­

parts public for rEvElation of furthEr drawing by TrEasury 

on its crEdit with Bank of Fr ancE, it bEing allEgEd that 

thE GovErnmEnt prEfErrEd to do this rathEr than t akE all 

funds plEdgEd in subscription to TrEasury loan away from 

thE markEt just a t thE End of thE y Ear . 

FrEnch prEss intErprEts AmErican bi- l atEral silvEr 

agrtEmtnts , particularly that wi t h ME~ico as rEvEaling 

AmErican intErEst in coopErating intErnationally toward 

ourrtncy stability . SomE obstrvtrs notE how thi s agrEEmEnt 

prescribi ng a fi~Ed ratE bEtWEEn thE dollar and thE pEso 

has tvEn gonE farthEr than thE tripartitE arrangEmEnt . 

(EilO SECTION T''IO) 
BULLl'l'T 

''111C: HPD 
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PARIS, JUU.UT ~. 1938. 

I ThU~ latioll&l 0Uy1 a Paris •nagc. &neal ot 
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hh P'rOIICh cullto.era, he Mill, 1JG'8 i-.cliately OOilTUtiJii 

their year-elliS 41Ti4eu4e ( trauoe) iuto liter ling or dollars -

tho lattc in IIJ)Ue ot recurrent ~r• that there •r 

be further dnaluat1on of the dollar. 'fhis banker_ expects 

that during 1938 the P'renob toreip exchange inoa.e tr011 

tourist • will drop much below thAh o... ~ ~!17 t.. ainoe the 
. 4 441 • 

Paris lxposUion has been dhoontinuecl and in Tiew ot the 

American eoonoaio recession. 

Pess1a1• expressed by Guarauty Trust OTer outlook 

tor l"renoh GoTernaent because of the latter ' s ::r_:;;un&, . 
evoJ.. A. o(Jt/K,, «I! I 

borrowing through Algeria, City of Paris ' t a t (t) 

bodies, all to the benefit of the Treasury, eo eooa after 

launching sillila.r loans. 'fhe GoTernaent is payiJii euoh 

a high rate of interest that pr1Tate i nterests are pre­

cluded trom obta1n1Jii oheap tunde for that~~ eooDOIIio 

aotiTity. 

EliD MESSAGI. 

BOLLift . 

ll:unr 
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FOR TREASURY FROK BUTT~YORTH. 

Commenting on the domestic aspect of th£ PrEsidEnt's 

messagE th£ London TU1ES sttlt Es 11 AmErican opinion will bE 

rEli Ev ed by t hE conciliatory tonE of th£ address quieting 

the apprehensions vthich had btEn arousEd by thE rEcEnt 

attacks of some of Mr . RoosEVElt ' s subordinates notably 

Mr. Ickes and Mr. Jackson upon ' monopolies and nEar 

monopol iEs . • Nor will thE rEliEf bE confinEd to America 

for thE wholE world would bE affectEd and knows that 1t 

would b E affect ed by anything like thE ' fight to a 

fini sh' betwEEn thE GovernmEnt and busi nEss i nterEsts 

w~ich thE S ecrEtary of thE Interior and thE Assistant 

Attorney GEnEr al appto.~Ed to contEmplate with bEllicosE 

E~gcrntss . REcov•ry everywhere would ~£ choked by thE 

stagnation which would bE thE immEdi atE result of such a 

conflict in thE U~ittd States and the efforts of thE 

AMerican Government to pro.:notE economic cooperation 

bctwcm 
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between thE nations would be gravely handicapped if 

they cculd not secure appeasement at home. Mr • . 
Roosevelt struck a VErY different note without, 

howcvEr, abandoning - as it was not to be ExpectEd 

that h£ should abandon - any of the objectives of 

his policy." 

Throughout the British press runs thE thought that 

the key to the world recovery movement lies in th£ 

American situation. The consciousness that this is 

so has done nothing to moderate th£ ton£ of the 

comment in thE British financial press as indicated 

by the opening and closing sentences in the FINANCIAL 

Tll.tES and FINANCIAL NEWS respectively. 

"President Roosevelt's message to Congress on 

the state of the union contains littlE indication of 

a retreat from or a modification of the 1 ntw deal ' 

philo3ophy but Wall Street can perhaps derive from it 

two grains of comfort. The first is that i t contains 

no precis£ reference to any ' trustbust1ng 1 campaign. 

The second is the occasion~l note of pleading which 

sounds strangely in a man whose uttcrRnc cs arc usually 

so confident and almost dictatorial in tone. (****) 

The majority of kntr1can business men gratified though 

they may be by their exoneration from any charge of 

mhuaing 
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misu sing t heir capital will not find much in tht 

Prcsidcnt 1 3 message to tcmpt thcm t o usc it to better pur­

pose", 

"Political l y, economically and financially 

Prcs~dcnt Roosevelt 's message to Congress is frankly 

<~.?- sappointing, HE had disappoint ed those who hoped; and 

as regards those who f eared one ca,n only say that he 

spokE as though the Attorney General ' s Department had 

never br eathed an unkind word about business , (****) 

The f act i s that after this message we arc still not in 

a position to sec a t all hOYI Roosevelt stands on the 

ques t ion of the relations between Washington and 

business, The message so far as it docs anything 

preserves the status quo, And despite the President ' s 

prot estations most peopl e will persist in regarding 

the status quo as a policy of general hostili ty 

towards capital" , 

2 , The TIMES special correspondent at The Haguc 

Explains t oday thE description "very serious" applied to 

the financial position of Holland referred to in 

pnrc.gr aph 2 my No, 4, J anuary 3, 6 p,m, by stating 

that the 1 938 budget shows a deficit of 13 million 

guilders and that the restoration of the financial 

reserves of the Treasury is being hampered by the 

increased 
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incrEasLd Er.pcnditurE on thE dEtEnaE forc Eao 

3. A survEy of thE Br1t1ah toonoa1c outlook which 

appEars in thE January lat numbtr of thE ECONOMIST 1a 

worthy of particular attention. 

4. Ytattrday1 a announcmtnt he.a brought 

stability to tht London silvEr market and thErE WErE 

no important dtalings aftEr fixing. The dollar reacted 

from yEsterday 's aptculativ£ movemEnt. 

JOHNSON 

CSB 
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London 

Dated January 5, 193EI 

Rtc 1d 3:47 p , m, 

Secretary of StatE , 

Washington . 

14, January 5, 6 p . m. 

FOR TREASto~Y PROM BUTTER.10Rl'H . 

On£ . Tht French position is again beginning to 

command attention i n thE city and it is expectEd that 

this WEEk ' s Bank of FrancE statemEnt will show advancEs 

to t he Frtnch Treasury incrEasEd by f ivE milliards . It 

i s thought t hat t here wil l bt issued an Explanatory 

statEmEnt to the Effect that : onE milliard will bE kept in 

hand and that t wo milliards art duE to bt·rtplactd when 

the DEcEmbEr financEs arc fu lly pai d up . NEvErthElEss 

the City expEcts that this dEvelopmEnt will have an 

adverse rEact ion and thEre art those who art beginning 

to predict that the French Treasury will find itself 

in dil'ficultics about }.larch, 

Two , Einz ig 1 s comncnt on thE wEakness of thE 

dollar may bE of intErEst 11 wh1l£ th£ PrEsidEnt •s rEmarks 

on busi ness wErt lEss aggrEssivE than was ExpectEd, on 

the other 
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thE othEr hend hE showEd himsElf dEtErmi nEd not to 

yiEld in thE mattEr of thE ntw dEal 1Eg1ill at ion , For 

this rEason it is not altogEthEr unnatural that can7 

pEOplE hav£ jumpEd to thE conclusion that having rEjtcttd 

tht solution of thE tradE dEadlock 

h£ might rEsort to thE altErnativE 

tnrougb a compr~st , 

so{:;ion 15oi". a:-~tcond 

dEvaluation , This conclusion gains thE mort crEdEnCE 

sincE dEvaluation rumors that got into circulation during 

loat autumn havE nEvEr bEEn propErly dEniEd. Tht dollar 

soar£ diEd do•m EVEn in t hE absEnCE of such dEni als and 

tht admin1str~t1on appEars to havE considErEd it wisEr 

not to burn its body unconsciously . 

Should thE prEsEnt fEEling of vaguE uncErtainty about 

thE r rosptcts of thE dollar continuE thE chancts art that 

a fair amount of •hot monty' will ltavt Ntw York and that 

tht Uni t Ed StatEs will continuE to lost gold. SimultanEous­

ly t hE hoarding dEmand for gold will rtviv£ in thE London 

markEt , AlrEady toda)r thE prtmtum on gold was much highEr 

EVEn though thE turn ovtr was small . ThE ExchangE Eql:eliZa• 

tion account will probably continuE to supply hoardErs but 

will gain gold on balancE if it should support thE dollar 

to an adEquatE txttnt against dEprEciation . " 

JOHNSON 

"NrC 
CSB 
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J'ROJI: Aaezoiou ••••r, Pub, rruoe 

D.tTI: J&DaarJ' 15, 1938, 5 p.a. 

IO.I 1? 

J'ROJI OOCIIRU. 

I refer ~o ay ~elegraa of Deoeaber 37 in whioh 

I repor~ed the eta~uo of Frenoh atabilie&tion fund ae 

of that 4a1;e; telegraa Io. 1773. The holdinga of the 

tund we,re raieed lligh1;ly, expreeeed 1n current trance, 

by rno.luation of oenain gold aseete a1; the e!lll of the 

year. There wae llO interTentioll 1n behalf of the J'renoh 

control in London on the firet of January. The oontrol I 

lost 50 1000 , 000 tranos sterling on the eecond of January, 

l!.lld 60,000,000 franca on the third of January. Ae of 

the close of bueineee on the . fourt h of January, the to1;al 

gold and foreign exchange hold1118• of the control wne 

•,aoo,ooo,ooo tranoe. 
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Thh morntns I called at the Bank of France. U that 

time the control wae yielding a small amount of eterlins 

and was keepl,ng oteadr forward ratee. I asked ar contact 

about t he ruaore wbtoh I I!IBntioned in ay t eleg;raa Io. 13 

of January •, with refnence to early J'renob loans, but . 
he could not oonfira the ~ore. ~ner, he wae of the 

opinion that the GoYernaent would look tor tunde troa werr 

eouroe 
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e011rc1 1iba1i oould po .. i'blJ' .applJ' 11h•. 11r contao1i ad­

a1111ild 1iba1i 111 1e d1ff1oui11 'o presene a ourrnor in a 

cc11111iry facing an enoraoue ooat for ar-•'• ud at 1ibe 

same time I.Ul.der1iak1Dg to reduoe the houra of labor. 

Par1u -rke1i na Blow 1iod&r bu1i dM&D.d for eterling 

increaaed in la1ie t rading w11ib Korgan, an illp0r1i&n1i 'burer. 

lew French Govern.aent railway organiaa111on has coae 1n1io 

lll&l'kat bidding for national detenee bonds. Rentas are &lao 

gaining sl1gbUy. There is repor1i thai there ay be con­

certed official effor1ie to improve GoYernment seour11iy 

market in preparation for eome eon of conversion operation 

Preee etreeeea ~exican satiataction nt t reatmen1i re­

ceived froa Uni1ied Statea Treasury in r egard to silver. 

BULL IT!' . 
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GROUP WEETIIfO January 5, 1931 
9:15 a . m. 

... 

Present: 

llcR : 

a .M. Jr: 

llcR: 

H. !& .Jr: 

MeR: 

H. li . Jr : 

Oliphant: 

a . tt .Jr: 

Oliphant: 

H.!4. Jr: 

Oliphant: 

a.,. .Jr: 

Oliphant: 

Mr. Magill 
Mr . Oliphant 
Mr . Gaston 
Mr . Bell 
Mr. Lochhead 
Mr. Gibbons 
llr . OpbaJD 
Ur . llilReynolds 
ll.r. Baas 

Rail was in when I got in DIY office this morning . 

He was? 

A.nd he' s working for R. E.A. this week. So be was 
glad to have this week to do a little work for 
them before going over to F.H.A. 

Fine. 

And he ' s perfectly happy . 

Be is? 

Yes . I told him to come in and talk to our boys soma 
time this week about the set-up, just h.is angle on it. 

May I report that Evans Cla rk, head of that foundation, 
said the man who knew aos t about very low cost housing 
on a coopera tive basis was Fl1nt Garrison, of the 
Consumers-Distributors Corpora tion, which is a 
Filene organization. 

I see. 

And he thought well of naving hlm come down and 
lunching with him. 

Uh-huh. 

Uo you want to sit in? 

Yes, very much. I can't - I've got lunch e very day 
this week. 

He ' d be w1111n& to come Friday or any time after 
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ll. ll . Jr: 

· llcR: 

Oliphant: 

li.IA.Jr: 

Oliphant: 

H. I.I .Jr: 

Olipbant: 

I!.II.Jr: 

Olipbant: 

H. I.I ,Jr: 

Olipbant: 

a.U.Jr: 

Gaston: 

H.lA.Jr: 

Gas t on: 

Magill: 

Gaston: 

• 
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that. Couldn't come before FridaJ'. 

Let ' s say FridaJ' - let's say Friday, 11 o ' clock. 
Let ' s have McReynolds there. You have Rall tbere 
too. 

Friday at ll. 

Flint Garrison. 

'who? 

Flint Garrison. 

Flint Garrison. 

What else bave you got? 
llagill right after tbis 
checkbook there . 

lfbat? 

I mean I ' m seeing you and 
meeting. Well , you' ve got a 

Cbeckbook. I see some of your stubs . 

Would you mind going ahead? I haven ' t done my 
home work. 

Fair enough. We haven' t got used to this 9:15 yet. 

That's right . 

llr. Gaston? 

No, I don•t think of anything, except Bob Kintner 
told me yesterday that a man close to tbe President 
told him that the President was considering some 
special treatment of capital gains which resulted 
from a man' s own efforts and contributions, and he 
wanted to know what that could mean. 

(Laughing) Contributions to the Democratic Party? 

That migbt be what's bebind it. 

When you and llr. Kintner find out, would you lUnd 
telling me? 

I told Bob Just exactly that; when be finds out, I ' d 
be interested to know what i t means. 
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B.r.t.Jr: 

Gas t on: 

a.I.I.Jr: 

Gast on: 

a. li.Jr: 

Gaston: 

B.!J..Jr: 

Gast on: 

B. I.I.Jr: 

Gas ton: 

B.U.Jr: 

Bell: 

H.!I.Jr: 

' 
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Well, 70U know, alwa7s betore I co awa7 I teal 
rested. I bad 15 minutes yesterday witb nothin8 
to do. 

I talked to that other man tbat you asked me to 
talk to. 

Yes. 
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He •s been ill for several aonths . That article 
thlit he wrote was something tbat he wrote several 
months ago, and he'd be very glad to talk to you. 
He ' s been 1n the hospital. Just got up 7esterd&71 
and he doesn' t know whether he'll be 1n shape to 
travel. But he ' ll call me. up Thursday or Friday 
to let me know whether he's in shape or not . 

In the meantime let's get the original article. 

Yes. 

Will you? 

Yes . 

George, I•d like you to sit in on this 11 o'clock 
Friday thing. I•m interested in trying to get some 
real low cost housing through cooperatives. 

Tnat's all. . 

Incidental.ly, in talking about somebod7 close to 
the President, I read in Arthur Krock this morninc 
that somebody v ery close to the President told h1a 
that we're going back to the Dean Acheson and 
Sprague methods. 

I•ve got Sprague's teature. I'm going to read it. 

(Bell comes ln) 

Hello, Kr . Bell. 

Good morning • 

Haven' t spent a nickel; come in. 
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llagill: 

H. r.I .Jr: 

llagill: 

H. li . Jr: 

!lag ill: 

H. :J. Jr: 

Magill: 

H . ~I . Jr: 

!lag ill: 

H. li.Jr: 

Magill: 

H. M. Jr: 

Magill : 

H.M.Jr: 

llaglll: 

H. li.Jr: 
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liagill? 

The Committee is meeting both morning and afternoon 
with a View to speeding up the promulgation of a 
revenue bill. 

The what? 

Promulgation - seven dollar word . 

1'bank you. 

That 1s i good way to speed it up, since it prevents 
acybody from doing any ~-.Qll -tt. They are now 
engaged in reconsidering all~ subjects that they 
have previously gone over, which is another way t o 
speed it up. 

I got a message something like t his from you: that 
you had to see me ~omorrow afternoon, but you would 
not be in, but if you did have to see me you could 
be round. 

Ur. Kieley is reporting with his usual accuracy. 

Is that approximately correct, with the usual twist 
I give to it? 

Were you and Oliphant staying? 

Right. 

Right. Are you going to also do - you a lso going t o 
do what Harold Graves wants a t this time, or is t hat 
to be some other day? 

I think we ' d better do that another day. 

All right. Do you want to do it tomorrow morning? 

I 1d be very glad to. 

Well, shall I put you down for , say, 9 :45? 

It you can, that• s the best time tor me. 

ILagill, Graves •• - ILac, will you see hill? 
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llcR: 

Magill: 

B. id.Jr: 

Magill: 

8 . !.1 . Jr: 

llagill: 

ll . li . Jr: 

llagill : 

H.U.Jr: 

Bell : 

H.M.Jr: 

Bell: 

B.M.Jr: 

Bell: 

-s-

I'll tell Graves 9:45 tomorrow morning . 

I have a letter here for you that I' ll give you 
some time - right after this sessi on. 

All right . Now, you're all right? 

71 

Yes. You may be interested to know in passing that 
the Pr esident's message, so far as I can observe, 
has not had the slightest effect on this Committ ee. 
I thought t hat t hey would stop, look and listen for 
a few days at least with r espect t o the tax proposals 
or tax discussion; but, for example, t he Pr esi dent 
was clearest on t he sub ject of capital gains, and the 
disposition of the Co.aittee seems to be now to go 
much further than they have gone. So it' s a r eal 
job holding even the present l ines , much less 
tightening up ~t all . 

In which d irection, Ros? 

Lowering t he r ates . I don ' t know who they t a lked 
to during the Holidays, but t hey apparently di d . 

What else? 

That ' s all. 

Dan, Eccles is lunching wi tb me tomorrow, and I think, 
if you don ' t mind, you ' d batter give me a little 
program so I might show him what the financing is, 
you see . 

Uh-huh. 

And I just want to throw this out to you in considering 
i t. Uo it the way we originally planned; and t hen, I 
don't see necessarily why we have to borrow so ear ly 
on the June lS, because the longer the maturity the 
more we have to pay . But I ' ll go over it with you i n 
the morning, see? 

Uh-huh. 

What? 

All right . 
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Bell: 

8 . M.Jr: 

Bell: 

B. li.Jr: 

Bell: 

Gaston: 

H.:.! . Jr: 

Bell: 

8 . :.1 . J r: 

Eell: 

B. !!.Jr: 
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But if you would. Would you mind Just - you got 

time? 

Oh, sure, 24 hours . 

What? 

24 hours. That ' s enough. 

And before I see this Comptroller ' s thing, inasmuch 

as Mac has made such a study of the Comptroller 

General 's office, I think he ought to be in on it, 

too . 

At the end of this week I think we ought to talk 

to both Herbert and lolac on the thing . 

Since tha t was an official report to Congress, it 

seems to me that the best way to handle it would 

be in a formal communication to the Committees of 

Congress, and make it public Just as he did. 

Wel l , I think there's one thing on that which I 

ought to clear, and I 1ll try to clear it in Cabinet 
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if I get a chance to. The President seemed surprised -

I don't know whether he's right or wrong - that that 

memorandum - be didn' t get a memorandum from the 

Comptroller General. 

Did he? 

l "hat he did not. He seemed to think that before 

this publicity was given out the Comptroller General 

should have communicated to the President. I don't 

know whether he's right. 

This is a n offici al r eport to the Congress which 

Congress dir ects the ~omptroller General in the 

Budgeting and Accounting Act to render annually. 

This i s the f irst one he ' s sent up since 1J2. 

Just before you do it - Mac, you' re my contact man 

with ~orster; you might have a little talk with 

Forster, ask him if we 're going to an.swer the 

Comptroller General should we do it through the 

~bite House or direct with the Chairman of the 

Comaittee . *on ' t do any harm. 
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H.Y. Jr: 

Bell: 

H.U.Jr: 

Oliphant: 

B. ii.Jr: 

Oliphant: 

B .~.Jr: 

Bell: 

B. :.I.Jr: 

Bell: 

Gas ton: 
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I think maybe we better have something Friday tor 
you to take to Cabinet, at least an outline or what 
we 1r e going to say. 

I think they're very serious charges, not Just 
something you can br ush ott. I mean it gives that 
whole Harry Byr d wing the most marvelous springboard, 
and I think it 1 s an Administration matter . And I 
don't think you can- wben"he says that these other 
agencies aren ' t under him - there was notb1ng illegal 
about them when they were set up. I mean when we set 
up Farm Cred1t, thanks to Wac, we put 1t under Civ1l 
Service, we put it in the Budget, we put 1t under the 
Comptroller General, and we did everyth1ng. But 1t 
was purely voluntary, end it was entirely the decision 
of Congress. 

Sure, be ' s a ttacking Congress on tha t, not the 
President. 

That's the point I want to get clear . 

That 's what Vinson told Hester l ast night. He said 
that if we bad two or three more reports like that, 
the reorganization bi ll would go through w1th a boom . 

It shows Vinson's smart; he and I agree. 

Well , Hester's been t alking to Vinson. 

Well , I had the Job - I mean being the head - of 
setting up the new agency. We bad tha t tb1ng Just 
because we thought it was good, but it was Just as 
good an agency Without putting it in the Budget or 
Civil Service or the Comptroller General; but it was 
Congress di d that . 

That ' s right. 

Bub? l'lell, I don't think it1 s - I don 1 t think it' s 
anything to be Just laughed otf. 

It •s got to be very carefully considered. I th1nk 
it' s a good idea to taka it to Cabinet Friday 
after noon. 

It ' s a swell op~ortunity, anrway, tor the ·President•s 
side. 
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Bell: 
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Well, tbat ' a ·~ I raiaed the Queation whether it 
would be Just a co-UD1cat1on troa ae to the 
Co..ttteea or whether it abouldn•t clear through 
the White Bouse. this isn't an attack on the 
Treasury, this is an attack on the Prea1dent. 

Treasury is aeret¥ 1Dc1denta!l¥ aentioned. 

.Just one. 

Charges that we failed to cooperate . 
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I think that Mac could raise that with Forster over 
there and he could - they could bring it up over 
there . What? Or 1f I 1m going to do 1t at Cabinet, 
I can do it. 

I think that ' s the place to do it, a t Cabinet. 

I•ll do it at Cabinet. 

All right . 

Let me see, Mr. Magill looks perfectly happy. 

Archie? 

Lochhead: Nothing. 

l! .M.Jr: Archie, the publicity 1n today 1 s Times - I wish 
you'd talk to Gaston about it - the way this is 
given out about a ah1paent of gold, about gold. 
I aean it's sort of - ftit is rumored in lew York,• 
it said, or soaeth1ng like that, "that it would 
be five m1111on. ft Now, let's get this thine 
straight. If there ' s going to be a shipment of 
gold, let' s have a straightforward way of announcina 
it, not sort of •••• 

Gaston: Uh-huh . 

l! .!.I . Jr: I aean I think there• a rooa tor criticism on the 
part of the newspapers there. I don't know wbo 
gives it out or whose Job it 1st but soaebody 
should announce it - whether it a the French 
Governaent or the Treesury or the United States 
or the Federal Reserve, I 1d like a clean-cut 
announceaent. 

• 

I 

I 

j 
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Lochhead: 

Gas ton: 

S. i&. Jr: 

Gas t on: 

H . ~! . Jr: 

Gas t on: 

Lochhead : 

H. r.t . Jr: 

Lochhead: 

Gibbons: 

H. II.Jr: 

Gibbons : 

H . ~! .Jr: 

Gibbons: 

H •• ! .Jr: 

Gibbons: 
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It ' s a central bank shipment by the Bank of France. 
The Federal Reserve has been giving out the 
announcement. 

We didn' t utter a word about it, because the boys 
lately have fallen into the habit , when we tell 
them, "If you inquire into it in New York, you can 
probably find out there's going to be a shipment of 
gold, " of saying, "It was learned a t the Treasury 
today that there's going to be a shipment of five 
mil~ion dollars . " 

I'd like a clean-cut announcement from either here 
or New York. Will you work it up, please? 

Yes . 

Will you, Herbert? 

Yes . 

I think my recommendation ther e would be that the 
.F'ed would put those right on their statement every 
day . 

Well, let's work it out and have a clean- cut 
announcement . 

I'~ check with Gaston. 

I •d like to see you some time - no rush about it -
E~er Irey a nd Ballinger and JQYself. Probably 
ten minutes . 

Bow about 10:15 - 11:15? 

Today? 

Yes. 

O.K. That is, assuming I can get hold o~ both of 
them. 

It I don't hear from you, I 111 expect you. 
Have you aey obJection if ll.r . McReynolds is here? 

lio, I'd ••• 
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All right. It there is DO obJection, Mr. KcR..rnolda 
will be here. 11:15, Steve. 

Yes . 

George? 

Incidentally, John Bright, the Ambassador, sent 
his regards. I forgot to tell you. From Cuba • 

on, on. 

Marvelous fellow, a nd she' s a charming woman. 
• 

Yes. Thank you. 

~ere's those reports from last night. Haven't 
got this morning ' s. 

On . Tnat 1 s all right. 

There ' s that Warren article. Nothing startling 
in it. And that other computation you asked tor 
will be in some time today - international 
positions. 

O.K. 

Herbert, from George get wha t is this Customs 
p~sition . I mean I'd Just like to know, because 
Mr. Bull bas a statement today - I mean what are 
the exports and illlports . They asked the President 
a question yesterday - Wisn' t it true that if you 
do Mr . Hull ' s trade treaties the Customs revenue 
is off?w And then the President said, WBo, it' s 
because our imports are ott.• I don ' t think tbat 1 a 
right. 

Just take Boston as an illustration. New York, ot 
course, is the first, and then the otber reports 
fluctuate· some years one is big - like New Orleans; 
tbia year'Boston, 55 million dollars, and tbat 'a 
for the fiscal year 137. 

Imports? 

Imports. That was due to wool. Everybody was goiDC 
right ahead. Wow the wool has dropped ott to such 
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an extent - just the one item will probably br ine 
the next year down to 35 million. 

Well, the question I want to know first is the 
dollar volume, and then, was i t reduction 1n 
tariffs or not. George can get that, see? 

••e can get it from day to day. Of course, you 
go to the Commerce Department and they ' re ei ght 
months behind, don't you know. But Just a telegram 
to each Collector • ••• 

You're mistaken about that; they ' re catching up. 

But it will fluctuate. Bis statement - that was 
a smart answer. That particuler port is an illus­tra tion. 

Don't forget, Customs got a little increase on the 
strength of Boston' s big 

Don' t forg et what? ~llult was that wise- crack? 
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MeR: Dan, you ' re not the Director of the Budget, you' re 
on a stra ight payroll here; don 1 t forget that. 

ll . l! .Jr: 

Gibbons: 

ll . li . Jr: 

llaas : 

Upham: 

H.!t.Jr: 

Upham: 

!l. !.!.Jr: 

I wouldn' t ask to have t he question repeated . Let 
it go, St eve. 

Be ' s not t aking tbis down, i s be? 

Only one copy. 

All right, George . 

I ' m all through, thank you. 

llotbing . 

Huh? What did I want to ask you? Ob. I think 
all of you would be interested that I had the bright 
idea all by ~self to call on Carter Glass yesterday. 

I noticed. 

And he was simply delighted, and he suggested we 
have our pictures taken t ogether. 
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His only picture he bad all day, I under stand, 

Well, no, they were takJ.ng pictures ot himself 
and hJ.s grand-daughter . 

Aside !rom those. 
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But be was - be Just loved it. So I said this 
to him; I said, •senator, bow would you feel about 
a bil l making it illegal for holding companies to 
own bsnk stocks?• And he says, •Fine. But bow 
about Kr. Eccles? He ' s in that business.• 

~o I said , •Well, I want you to know tbst in ~ 
report on the Hil l I said tha t ' s the only thJ.ng 
that worries me, and I don't like it.• 

He said, •Neit her do I." So he said, •But I don't 
want any banking legislati on.• 

So I said, •Well , neither do I. " •But,• I s aid, 
•couldn't we do thi s and Jus t stop there, so as 
to make a start toward liquida ting these bank 
holding companies?• 

He said, •It you and the President will tell me 
that you want that and nothJ.ng else, I ' ll put J.t 
through. But -it' s got to come directly from the 
President. Just tell me you want that and notbifl8 
else . I' ll put it through." 

He•s been crJ.tical of that group bankJ.ng from the 
start. 

So I said, •Well , that doesn ' t meon we ' ve got to dig 
into the branch banking or anything else ." 

He said, •No. Just you and the President tell me 
you want that done; I'll put tbe bill through.• 

vr course, Eccles is virtual lY out of that business. 
He does have branch systems. 

But they ' re across state lines . 

I thought be bad one branch group in one state and 
another branch group in another state . 
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lot according to the list &iYen ae by the 
Comptroller of the Currency . lo, he crosses. 
It ' s something like the Firat Securities - Securities 
First - I don ' t know which it is . But they ' re in 
three states. They're in Idaho, Utah, and Wyoming . 

I knew they used to be, but I thought that •• • • 

No, and they ' re all called the First Securities 
or Securities First. 

But Eccles i s big enough. Be ought to be •• • • 
But I thought that was interesting. 

I think I ' m going to moYe in there. 

On the branch banking side, the law now provides 
that if the state law expressly allows the state 
bank to have branches, then the national banks 
can have branches. 

Then the what? 

Then the national banks con have branches . 

Well, that ' s all right. 

That's all right, except the word •expressly.• I 
think that might come out. 

That's in a state, but it doesn' t go into interstate. 

Little more - nexpressly and not ~ laplication 
on.l,y• - pretty strong e.xpression of Congressional 
intent. 

Meaning what? 

They Just repeat - •expressly and not merely b.Y 
implication.• 

What does that mea.n? 

It means that the state law has to say something 
about permttttni .branch banking. 

The fact they don't forbid it is not enough. 
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Well , let me put it in language that I can understand . 
It we passed a law saying it' s i llegal tor a holding 
company to hold bank stock - and I take it we can 
only say national bank stock - •• • • 

~ould cover the whole thing. 

•• • well then, that leaves it open tor eech state 
· to say whether they do or do net want branch banking 

within the state. 

That ' s right . 

I think that ' s all right . 

That's the way the law r eads. 

Well , with the exception •• •• 

I mean on the l atter thing . 

But it does permit holding companies . 

Oh yes. 

And - Nell, I•ve got to see the President . And in 
view of what the President s aid in his message about 
big banks , I should think the natural thing would be 
to follow this with a message. I mean 1n his message 
he t alks about the influence of big banks , and I 
should think the natural thing would be for him to 
follow that with a message on holding companies in 
banking. Certainly if he wants to talk about con­
centration of wealth> I don't think I know of any 
place where there is more concentration than in 
these holding companies of bank stocks. 

Or course, there is another side to it. That whole 
group banking development in the Northwest was an 
attempt to get away from the New York-Wall Street 
influence and at that time wa s hailed as a • ery 
healthy development 1n banking . 

~o you believe it was? 

I think that particularly in that particular 
territory, it had a great deal of merit. I think 
it saved a great many banks. As a matter of tact, 
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tbe Federal Reserve Ban& ot Minneapolis is 
officially on record to tbat ettect. 
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Well, tbey keep sayinc - I mean it' s like everythinc 
else, and tbat particular group may or aay not be 
run well. 

MY impression wben I was 1n Farm Credit, wben 1 
bad a lot to do with tbem, was tbat they bad not 
one glass eye, but two glass eyes . I sean they 
were a tough crowd. 

Well, they got into trouble, ot course. 

liell, I bad a lot to do with thea, becauae we 
practically owned the State of Bortb Dakota wben 
I was 1n Farm Credit, ond we bad a lot to do witb 
that crowd. And a tougher cr owd, ·o~ aore bard­
boiled, or a crowd that was quicker to foreclose, 
I never met than that Northwest group. I mean they 
may bave kept a few banks from fail ing, but when it 
came to cooperating on any program when I was in 
Farm Credit, God, tbat was as tough a crowd as we 
ever went up against. And the answer is, they may 
have saved their own skins, but as far as the 
f armers and home owners in that district were con­
cerned, they didn ' t save tbem. You ' ve met t hose 
people. 

Oh yes. 

Listen, and tbe beads of it - there is no sore 
vitriolic anti-New Deal group than tbat group 
up tbere . There isn' t a New Dealer 1n the crowd . 

Wasn't the legal rate of interest about thirty-three 
and a third percent? 

Tbey may have saved tbeir own skins, but tbey 
certainly - wben I was in Farm Credit I caae rigbt 
up against that group, end that was tbe toughest 
crowd we bad to ~eel with. 

But that's - I Just don't - I•• &booting for big 
gue in peace times, and I think - I can see if 

1 we really bave trouble tbat this situation - I don t 
like it, and I think it would be • • • Jllow, I asked 
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Tom Saitll and Toa. Smith said that - 1t you rlll 
just check - he says 85 percent ot the bankers 
or this country would be with me on this. 

I think that ' s true. 
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I! .M.Jr: He said 85 percent ot the bankers would be with 
me . Well , if you can get 85 percent of the bankers 
with you on something the Government wants to do, 
it's a great d.ay . 

Upham : Yes. 

Oliphant: Looks suspicious • . ; 

Upham: Must be wrong, he says . 
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""'PAHDtll f6 tB DAY'S J&Jfltlin8 

1.-rr 5, 1937 

To: 

lroa: Jfr. llac111 

Tl» SubOcaaiU .. Tirtuall7 ocapleted 1b 1IID'k 1Ja u all 

ciAl7 eualoa, e:mept tor tbe tl.nal. coui.S.raUoa ot 1te report. 

TU SubOonmittee coa..ei.S.red ftr1owo qu .. uou ot polio7 1Ja reepeot 

of capUal piJae u4 loeMe 'bllt made DO cb&D&It• ot iaparta..oe ill 

tbe plan prerlollel.7 adopted. It 1• to ••t at lO: JC) t • zow 

.arn1.JI& tor a t1nal olean liP .... 1CD, 

Arter tbt .. etiJI& 11118 atterDOOil Ooogree_, Villeoll 

SU&aeeted tbtt 1 t ~ bt .S.a1rable tor 70U. lfr. DougAtCD, Jlr, 

Viuon ud IQ'Mlt t o call upon the Preal.S.nt tar titteen aiJlutee 

tcaarrow to ouU11le tbt •Jor 1te• ill the SubOc.aittee'• ~· 

I agreed that 1t would be u n11ellent i.S.a to brl.ac 111• Preet.s.nt 

do'llll to date ud to -ure hie approftl. ot 'llllat -. bee11 do»• 

V111eon asked that 7011 .-ke 111e appo1D'-t but ill 70111' abee- I -

sol.llg t o call hia ud a11881d thet be or Kr. Dollshtoa do eo, 
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TREASURY DEPARTMENT 

to the ~which I wrote J'OU CODcC'IIiJic appeeunl tu ..,,_ 

C&~e alld which I reed 1A t.he coat-c• wlt.h 7"" and -..w at lhU wa 

aorni.lll, I attach, (or l!IIZ' raa.cla, t.h1a llta~t flit tu ranlt.a ot CIV 

eontereocat 

You reQll .. ted a a!Jipla atateMDt ot t.he traneactie>aa aaterad 1Ate 

84 

b7 lfr. l!ell.OD G1ch ~ be iDYol....-4 1A ncb an appeal. I aa1d I d14 aot 

want to exteaporbe .aoh a lltataMDt bu.t ~4 utea4 tu ~ -tionac! 

&boY& bJ includiAI IIUch lltat-t. Later 1t _. apaed t.hat t.h1e lit&~ 

abould be preparec! tor :fOil at a later tilla. 

the 41ac:ua1ca t1>c .one! &oa t.he wiec!oa ot appaal to tu 4 .. U.bU1t7 

of oaJd..D& the propoeec! .ot.ie>aa 1A tbe Board ot fu Appeel.a and pr .. at Dl t.hoM 

aoti011a. It ae qreac! t.hat t.hu• .otiou eboal4 be -.4• and praued, and 

that, with t.ha ranlta t.hareot betora a, we would later - tbe .t.loa 

ot appeal. to tbe Circll1t Court flit Appeel.a. 

I aentioucl t.hat I ba4 41.-ec! t.ha •tter wit.h Jiobart Jacball and 

tlllot be aa1d t.ha 110t1ou lboulc! be ...te and tbe appeal proaaeatac!. I 

tllrtber -uca..s Ilia nataMnt t.hat bie - IIIINJ.c! no\ appear • tbe 

Regraded Unclassified



.. 
TREASURY DKPARTMENT 

The queatioa up tor clech10D before luaq 6 1a t.ha •11• 

case ia ll'hother 1 t aball be appeeled 1D tbe CiNII::l t c:c.an of Appeal a 

ot the Third CircuitJ &lid ua.tq tbe - 1a to be appealed, Wlat 

mot1onuboul4 be ...Se betoN t.ha Board of fax AA>-h to pat tbe INOOrd 

in ahepe tor such appeal T 

I u adTiaed liT tbe - of lilT atatt, no ._.,. ben ._ ... ,,.. 

and are 1101t taatHar ritb W. -· that U.re would be Uttle o.._ 

or our los!JI& &10' aubetutial part of tbe tu awarded to ue b7 U. Bou4 

and depeDdable INUOU tor upeot111c a aubetutial illoreue ill INOO'nrJ' 

it the cue 1a appealed. 

Otber ouee are .-lac aloq Wbiob iDYOln tbe - lepl 

queatiou &lid a total tu Uab1Ut7, exclua1n of 1Dtereat, ot -

$2, 500,000. Tbere would - to be DO jutit1oati01l tor oar ,.,,., to 

tate and a .. art 1D t.ha piNHDt -.llOD cue lapl poa1ti- trblab 1t. will 

be neeeeearJ tor ,.. to taD &lid &aMrt 1D tbeM otber -· 

~~ U bear1q OD tbe q-UOD Wlatber tliU - abouW 

be appealed, it 11 to be ob .. rnd tbet 1t *- wre u cmi1M17 -

DOt 1nYOlrtAr Ill' •• u,., tiiR 1Jm>lrl.q a1w!ln _te, 1t would, 1a 

the reruiar -, be appealed, 
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J>re1ia1MrT \o a;;ul, lt ill ••nrr 17 \o _.. _,.,. -u-

to put tba noorcJ 1J1 lbape for appM]., 'fllll ill DIIUii\lt.l fir Ulbipl. 

n. .u.. wbioll woal4 ... 

(l) .l cla1a tor m eddlt1oaal d.tlcleq, 

(2) l propoaed • t'--t to ~ ec-i•e1,._.'• aam, 

(Tbia baa tbe - ultiMt. papGH u __. (1), 

t ba dl.tt- be1J1c ODe of FOMduz • ADd ill propoeed 

1JI order \o ... w tbe Goowwt'• ricbta with ret-oe 

to otber queetlOIUI wbich tbe Bovd bU "edd., ad"'"eeq,) 

(S) .l .. ttoD tor l.Mw to t1.le tbe • ·•-t, 
<•> .l .,tloD for rebNrlDc, 

(.lll four are aecnalteW liT tba Bovd'• baYiac ( 

ad"fUloed a - tbaorT with reepeot to oDe ot t be 

iallllea OD which appealle ooat.phWJ tbe pr1Jic1~ 

papoH 1e to lq tbe foU>datioo for tbe actloD r.­

queated 1JI -ber (5).) ADd 

(s) 1 .. uoa requeat.l.fll ta. Board to rw-r1ae aDd c1ar1t7 
ita opinioa ADd to reconsider t ba queatloD to be 

appealed, 

L .. c£/4/. -:f 
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s,.,ary of comereatica at SecntarT'a l'IIDCb atteaded b,r llr. c.._ 

and rr. Amlltrong or the Standard on c~ or 11n Jenq aDt 

•·r. l\'hite -1.-17- e, 1911. 

l'r. Anlrtrong pre•nt.d a langt.IIT -aud1a -nai.ag tba 

pr:lncipel !~cto of the controftrq bet:waen the oll CMJIIIDS .. in 

r exieo and the !.'exiean Go~er.-nt (a brief di&est or that report 

lr a t tached). llr . Armstrong eta ted it waa hie opir.ico that the Vexiean 

Oo•..,m::ent wae intent upon cractaallJ' pueh1.nc out the foreign oll 

cospaniee and acquiring the propertiee with littla or no pe.ywnt , 

l'y lirliting the price which the o11 coapaniea could obtain in ll'axieo 

~or their oll and , aeoli.ne (oDe-halt or the u.xtean oll produced 1e 

consumed in Uexico) and increaeing taxae, royalties and labor coste, 

the production or oll in llexico by foreign companies was becCIIIing 

~ro&rea~ively less profitable. 

He briefly outlined the situation with respect to property rights 

of t lte foreign o11 cmopanies and described the raa.nt royalty arranga­

""'nt l"&de with the Eagle Oll Compeny (a eubsidiar7 of the Dutch Shell 

tOl"p&I'(Y ) • 

Tho Secretary asked hilll ..to' H wao that the Dutch Shall completed 

the r oyolty arrangement whereas the American companies did not -

' i t to do so, l:r . Anoatrong replied that one rea eon na that the 

t1 tles which the Dutch Shell COI!Ip&ZliJ' held to "~ of ite properties 

was not very eood and they, therefore, preferred to accept the n• 

arranve10ent rather than run the riek of losing their properties through 

inadequate t itle rights . 

I n response to the Secretary's question ae to the dominant interest 

1o the Dutch Shell Conpal1J, 11r , crane replied that he thowtht that there 

was a la rger proportion or Fritieh than Dutch, thoueb they operated 

$01'etlllles as a Britieh compaey and e.-tt.s as a Dutch compero', depend­

in.' upon the 111 tuation. 

The Secretary asked whether the treat.nant accorded by the J.!exican 

Gooernr-ent to the -rican interests in llexico .. a 1r0rse than that ac­

rorded the interest or other countries , Mr. Crane replied that he 

didn' t know l!IUCh about it but he .-ed to think that was the case. 

l'r , ~trona, howewr, dieagraad. !Ia felt that there wae no discn­

ioa tion against the merican interest ae cCII!Ipel'ed with other torelp 

i nter ests. It was his opinion that tha diecrillliMtion wac 88&inst 

all foreign interests as agairult l'exiean. Ha aleo expreeead the opinion 

that t he foreign mning interests had not ,.t been eul>jectad to the 

Ml'le deeree of discrimination that the o11 c<lllp&niee had , although he 

.. ntured the opinion U..t it would be only a uttar ot a taw years 

when they too 1f0Uld be exparier~i.ag eWJar ditticulties with the 

~exicsn Oover.-nt. 
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The Secretary aelced Whether in their opinion the Alllerican 

"o"'rment was as aggreeeiYe ae could reasonably be expected under 

t.he conditione and Whether a .n-e aggreeei.,. attitudlt would hel p. 

r•r. Armstrong replied that Ambeseador Daniele appeared to ha.,. be­

cor.e .-ore AJ(gre&ai.,. sinea his lut tr:\,p to the United States but 

it wae his (Armstrong 's) opinion that U\T exterMl prasi!UJ'e that 

could reuonably be exercised in favor of different treatment for 

the forei?,n cOll'J)eniea would not be enough to offset the internal. 

political preeeura dragging the Government toward gradual elimination 

or rora lJ!n interests from J.'exico. 

The Secretary requeeted their opinion •~ to what Uley considered 

would be the situation, not i n the i.lllmediate future, but in n.,. or 

~lx year• . ••r . Armstrong and l'r . Crane ·~~ tne situation 

looked rathor dark for foreign co"'J)8llies tha tp; Ope~ in !!exico 

and llkerlee dark for the !:.exiean poople and there wa11 very little 

that t.he A,.,.rica.n Cove...-nt could do about it. llr. Crane added that 

t.he flovernment would probabl,y go ahead rl th ita plana as it could not 

ttand if it. atte-::pted to abandon itt. present program of support of the 

labor unions , of land division and virtual confiscation or foreign 

.....,.d properties. It was bie opinion that after the l!exican Government 

had ope rated to dry up ita chief source of revenue by driving out for­

ol.gn capital a new ~overnment woul.d come in which would otfer foreign 

capit>tl induce"'lnts to return. 

" r. ~=strong stated that hie oU ca.:pany and other American companies 

had nnt been re-inveeting any of their l'unde in lle.xico in the last couple 

of years becauu of the increasina uncertainty with respect to the 

!'orlean Goverment 1 e intention£. In the last few 110nths they have re-

duced their cash balances and the inventories to a bare working minimum. 

t'r . Arm11tr ong went on to describe the preeent acute si tuation with 

re-ard to labor . l!e said that the l"exican Ooverno:ent wanted t hem to 

port a bond for an indeterminant amount while the preaent labor contro­

versy wa~ hairut decided :1.n the courts. He stated that the request for 

"-'n<! end payment of 75 percent of the back wages claiJoed due constituted 

~ueb too larp,e a sum for the American oil companies to risk . 

The Secretary aeked whether on or around January Jlst the l'exican 

"o•1ern-ent had not receded !ron ih strong poeition held before tbat 

date . ·r. Armstrong said be wae not .are ot 8111 EUCh retreat but 

''r . Crane wae or t he opinion t hat the l' exican Oovornment had softened 

•ar.ewhat in its attitude. Both llr . Anr.etrong and llr. Crane bell.....S 

that the r equests of the l'exican Oo-.e..-nt with re•pect to •ace ratae 

and other labor conditione were prepoetarou and that none of the 

l ""rican oil compan.iea would meet their praeent dll:lllllde . 
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l'r. Amstrong etated that he bAd reoeatl,y Mel 1-h with Dr . s-.. 

and t hat the latter bad indicated his dellire to do 11bat he rea--.bl,y 

eould to l!'.ake conditione 1D llaico BUOh that toreipl ccapem .. coald 

operate profit&bl,y. l!r. ~ t.boQcht, bcnftr, that Dr. Suns 

would be unabla to signiticantl,y intl- the tre1ld nwn it he nre 

si ncere in dedring to do eo. llr. CNM eaid that b' . Suns had ~ 

in l'ew York trying to borrow trOll $5 to $10 111lli01l b7 a peculiar ar­

rangement involrlng the prom" to aaintain t.be dollar hal•,_ but not 

t~.e pled,..<>e of those balances. According to llr. Crane, Dr . Suarea - \ed 

to leave t he dollars with the New torte baNe but at the - ~t.e to 

include it as a pert or the reserves or the Bank ot L!exico . '-It wae not 

clear tror.> llr. Crane •s eta~nt whether tha baNes turned d01111 the 

loen becauee of the pre~d llexican illegality or the procedure or 

because the ~exicana would not agree to laue the dollars as collateral;> 

J.lr . Crane and llr. Antetrong both tbo114tht that the llexican Gcmtrment 

co·.ald laa~e tankers with -.hich to export oil from llex1co it the foreign 

oil companies ceseed operations but they both agreed the L'exie&n 

Coverncent WO'Ud have a very dU!icult time marketing that oil abroad. 

The Secretary asked what the situation was with the other foreign 

busineos of the Standard 011. LIT. Crane replied that they wre doing 

very 'lllll everywhere elae with the possible exception ot Rumania. 

l'r . Crane edd that British bul!ineee was particul.arl,y profitable, and 

their business with Ger~~~&ey had ba.n .,.ry good. The Secretary asked 

whether they were having aey dittieulty eon.,.rting their marks into 

dollars. L'r. Crane replied that thoU«h they got II&I'ks for their sales 

t hey were able to put those marks to excellent uea owing to their world­

wide foreign enterprieas. They wre building a..,.ral tankers in Cel"'lley 

w1 th their 11'8rk proceeds and they were also beying uteriale than 

needed wtncb they exported rram Ge.-ey to their oil fields in Vem:uele 

and other places. 'l'ho114th they were not getting all of their yen balances 

out of Ja~n they wre on the whole doing rather well there too. 

'nle ~ecretary asked it troa the point of Tin ot t heir bueinaaa 

and f r om the point or view or America ' s colllp&tithe position in the .,rld 

=l<et tr.ey were eatiatied with the preeent position or the dollar. 

!.'r . Crane emphatically ateted that tbay were quire aatie!ied with the 

poeition of the dollar and that they ..., abeolutel,y no reason !or 8111 

chan~;e beinl! M ,fe 1n the doller price or gold. Re expressed the opi.n. 

ion that the eatietactory state of affaire applied not onl7 to the oil 

i ndustry but to America • e position in the intemational field as a whole. 

The ~cretary eMpbaaiaed the fact that he waa not aeld.ng the que.tion 

because be ••• thillk1n'I about making 8111 change hl.Juelt but Mrel,y 

because he wanted to ~ wbat -• their opinion sinCe the)' were con­

~tant1y in the foreign market and they were thoro114tbl,y !Ndliar witll 

the busi ness angle. CraDe and Araetronc eaid the)' understood tbat. 
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The secretar7 aeked Jlr. c- wt.t bl tllcniPt ot ck-.8\io 
bueineU conditioM and outloall:. Vr. c- NPU.cl that u tar u 
hi~ c()lllpar!Y wae concerned tlwy WIN not auch attaoW "' tbl re.eri.Ga. 
TheY had a cood year and tbly ware urt.ioipatillc epandiJW abollt 25 per­
cent more i n capital e,.P.nditures durinc 1938 thllll tbly b8d in 193'7. 
or . crane stated that thdr capital expenditure• wre not very flex­
ible; t hey could not be ~d up and coDCantratad 1n tbl earl)- part 
or 19)A. l'r . AnoetroJlll etatad that he anticipetad a s~t lowr 
p!'ice tor crude oU during the 0011i.n3 ,. ... bacaua of the increaeed 
activi ty 1n oU dri111ng that bad recantl)- been teldllg place. 
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Dipst of Report OD CODtroftli'SJ' bet.MII 

Foreign Oil c-p.m..e and llexiCIIIl Oo,.•wt. 

On ::o'Fftlber J , l9J6 the S7Ddicate ot Petrollna Worbre pre .. Dted 

cen>ands to the oil cOIII{>U\iea tar a coU.otift contract, co.priaiqr 

251 e:t.uees . De~a wre requested and granted until a ~naral atr11ce 

tinall3 went into e r rect llq 28, 1937 and leetad till June 9 , 1937. 

111e ru1ke was eettlAI<I by appoint.Mnt or a c~eaion to imeat!«ate 

the companies ' economic capecit)' to .... t the labor demands. 

'!he 1DTeat1gat1Jlg c-.inion rendered ita report on Alt6Uat J , 1937, 

and the oil companies and the I!Ylldicate wre given three days to present 

their objections to the findings or the COIII!Iisaion. Objectiollll were 

tiled by both entities on AW'\lst 9th, and hearings before a special 

board were begun on August 19th. Hearings wre teminet.d on October 20th, 

ancl briefs filed by both part ies. Tbe Labor Board made ita final award 

en llece<:ber 18, 1937. 

The lengthy memorandum submitted by Mr. Armstrong of the Standard 

Oil Corlpany or J:ew Jersey appears to baYe been prepared by that cooopeJ17. 

I t attempts to expain in great detail eYery s tep in the aboYe procedure. 

It makes clear that the deNnds or the Syndicate are not ror wages 

done , but coYer eYery pbaee or labor-GI8JI8gement contact, including 

houdn~, ••vines parti cipation, hours or work and oftrtiH, accident 

riel<neM and death benefite, discharge a.nd retirement pay~~~ents, qca­

tions, athletics, education, control of Syndicate in hirin& and firing, 

pro=otlon and r eduction or personnel, ll'ed.ical service, etc. 

The c<lllllli~eion held th&t t he companies were well able to pay the 

=or 26, 332, 756 pesos which was etatad as the coat of adhering to 

the labor demands . Tbe companiee stated that a nearer figure if the 

d""l!nda had to be met would be 40 to 50 million pesos. 

The ~:~er.orand\lm pre...,ntad by llr. Arlletron& is a step by step objec­

tion to every demand or the Syndicate, and questions every decis1 on of 

the COOIOit<sicn and the special board who finally ll'.&de the award. It 

protente the jurisdiction of the cOIIIIiseion and board in handling the 

"'ltter 1n question, and claims that llexican laws are being defied. It 

atte"'!lte to ~how alW8)'e that undoubt.d bias was shown by the C(lllllliesion 

and Labor Board, and that the indirtclual.a juclaed with preeooce1Yed and 

prejudiced opinions. 

It 1e a blanke t indictment of the Mtboda f~ aDd the decisions 

arrived at, the c011peniee claiminB t1nall7 that it ia 1ap0asibla for u­
to continue to operata under the coDditione Ulpoeed . 

The report states it is the obrloua conclueion that the tww social 

llh1lo~opll)' or llexico taDds to subordinate indullti7 to the beneti t and 

profit ot t he worbr, 'llbicb treDd, if roJl....S, will eu.inata foreign 

capitel rroc L'exico. 
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Agutt rt'M ol tpbl M I MI\ s'J dh#m tp 'n'n 

. 
1. Pru1doont1al decree ordolring the oU ~miaa to pq 

recent labor diiiUllds 1nvol'fiJIB 26 a1ll1on pa-. 

2. Ra.f\1Nl of the CC"'JM'n1aa to ulca tb1a ~ on the 

grounde that they could not posaibl;r operate at a profit -..1 pq 

thole suu. 

3. A caoprOIIi.ee was offered by the llexl.can Gonn.eat. The 

cOilpr<:aiae was that the W8£8 question was to be tekea to the 

Yeld.can highest court Uld that 1n the 1nter1a the oU companies 

were to lena a deposit of 75 parcent of the 2o 1111.llion peaoa 

involved with tlw! Bank of llexico. ( Inaamucb ae the fore18n oU 

companies did not have nearly enough tunds to ~~eat that deposit 

this would have Mant a relaaea of pressure on the llexican peso. 

In other worde, it was equivalent to an additional source of fore18n 

eJtCban&e at a ._nt whom the ll«dcan OonmMnt needed it blldl,T. ) 

The oU cc.pan1es are af'ra1d to laava that 110M)' on deposit for two 

reasona: 

(a) In the first place, they fear the paso mq depreciate 

and even 1t they get tbe1r doopoait back tbe:Y w1ll loae on the 

transaction. 

(b) Tbe7 are not certain that the courts w1ll decide .p1nat 

til.- Uld tbe7 feel .1t 1a better to t1aht the 1aaue """ than 

later with a large - 011 c~epont under oontrol of the ll«rlcen 

ao...~. 

4, Bue~tro, -~ 8pp01nted Secretar)' of latiOD&l &c~, -
head of the c-uatoo '11111cb ~ rwported on the o1l c :• 1"' 

Regraded Unclassified



ability to pq u. 26 w1 111"" pe- dn "ed b)" labor. Th1a l'8pott 

na stl"'OItl.J ..,_,eel b7 tile Cld.l. .....,... •• u ~ tal.ee 1n 1'al.l 

pap edftrt18 eta in U. llez1om preu. He 1a DOt lilcely to be 
.,...,._.,..,.t.hetic with the torei410 oU ooapen1ee n.n. 

- . 
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a.li.Jr: 

Operator: 

a.Y.Jr: 

0: 

a.!I.Jr: 

Tom 
Smitll: 

B.II.Jr: 

S: 

B. II ,Jr: 

S: 

a . ~t . Jr: 

S: 

H. l.I .Jr: 

S: 

B.li.Jr: 

S: 

H.!i.Jr: 

S: 

H.M.Jr: 

S: 

ll .M.Jr: 

5: 

Ballo. 

llr. Toa 8111 th. 

Tllank you. 

Go anead . 

Bello . 

Hello, Benry, this is Tom. 

Good morning. 

. . 
"' .. ·: 

.JaDU&I'1 5, 1938 
ll:.35 a.a. 

--Fine. Benry, I •ve been - spent two aiserable days 
checking ray affairs here, a nd I can't get away. 

Oh, you old so-and-so . 

I 1m going to be tnere the 15t n just for a day . 

Mell, 1 won' t be nere . 

And I ' ll t ell you more about i t if' you- I ' ll be 
there the 15th and 16th; that ' s Saturday and 
Sunday . 

I won't be nere then; I'll be away. 

You' re going t o be away. 

I ' m going South f'or ten ~ya. 

I -I can't do it . It' • a long story and •• • 

Uh-bub. 

••• I've- llrs. Smitn and I have talked it over. 
But that's the ••• 

Tbat•s the answer . 

•• • the decision I've reluctantly come to. 

.,all, I 1a aorr7. 

Well, I aa t oo . When will 70U be back? 
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S: 

• 

- 2-

I'll get back about tbe 24th. 

Well, I' ll see you in a !ew clays a!ter that . I'• 
coming - I 1Y e got to go to Jew York the lOth or 
FebrUill7 · 

Ub-hub. 

You' ll be in Washington about that t~e, will you? 

Yes, I will . 

Well , Henry, I appreciate your interest and all that, 
and I'll explain in detail when I see you • . 

O.K. 

And I - you ha ve ell rrs:y wishes ! or eve.rytbing which -
that can come to ao,ybody. 

Thank you. 

O.K. 

Good- bye . 

Good-bye, Henry. 
• 
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i( : 

a. r.t . Jr: 
senator 
King : 

H. :.! .Jr: 

i( : 

l! . li . Jr: 

!( : 

ii .J . Jr: 

!( : 

H.:.! .Jr: 

K: 

i.:.I . J r: 

K: 

H • .A. Jr: 

K: 

H.w.Jr: 

K: 

. . 

llr. Secretary? 

Talking. 

0 ood morning • 

Bow a re you? 

I'm sick. Bow a re you? 

• 

"'idn ' t you call me this morning? 

Janu.arJ 6, 1931"" 
ll: 2J a . m. 
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I called you, my dear friend. Some time ago - first 
let me gi ve you a little historical background. A 
number of years ago llr. Couzens and myself • ••• 

Yes . 

. . . -I offered a resolution for an investigat ion 
of the Treasury Department , especially the tax 
section, don't you see. We f ound t~at a number of 
the persons t here, after they ' d get information 
regarding t axes and r efunds a nd so on - they ' d r esign 
end go out and get cases, you see, and make big fees. 

Yes . 

I know a number th&t made very large fees . 

Yes . 

So we had a very extensive investigation called the 
Couzens Committee. I offered a resolution and Couzens 
offer ed one, and the Republicans were 1n charge, so I 
had to report out the Couzens bill instead of mine . 
And under it we held the investigation. 

Yes . 

The result was, among other things, that we concluded 
there ought t o be a Tax - Board of Tax Appeals . 

Yes . 

But neither of us thought that it was to assume such 
a bigh- and-lll.igbty attitude as it does now and thinks 
i t ' s bigger than the Supreme Court of the United States . 
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We thought t bat they would &ive bench opinions and 
push tbr ougb tbe work instead of writing thir ty-five 
or forty volumes or great l ong r eports, as ther've 
been doing . 

Yes. 

Well
1 

one of tbe Judges of tbe court - of course, 
the Hepublicans were in power - one of tbe Judges 
of the - appointed was Yr. Logan Yorris of Utah, •• • 

Yes . 

•• • fine man, and be's resigned. 

Yes. 

And he made a pr etty good record, I'm told. 

Yes. 

1'here are severa l vacancies there now. 

Yes. 

Utah had a man upon the Supreme Court of the United 
States and he ' s resigned -George Sutherland, ~ 
former partner . 

Ub-hub. 

ole 1 ve got nothing now in 811)' of the Judicial 
positions . 

Yes . 

Congressman Robinson- fine man, and he's been most 
loyal to the Administration in every possible way -
he 1 s in a very embarrassing situation. If he doesn't 
get this position, f or wbich he ' s applied, he ' s got 
t o know, because then be ' s got to get out and look 
after his fences, don' t you see. 

I see. 
And it's putting bim in a very embarrassing positi on. 
Be doesn • t want to announce his candJ.dacy for Congreu 
if there ' s a chance to get this posi t i on, and be 
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H.li. Jr: 
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B.li.Jr: 
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doesn' t want t o announce that be's a candidate tor 
this position if he isn't goinl t o get it. 

Xes . 

I•m speaking very f r ankly . 

Xes. 

97 

And Congr essman Robinson and Mr. Murdock have 
strongly endorsed him, and the people of my section, 
of the interlocking region. 

Yes. 

I don't - of course, I ha ve no right to ask what 
you're going to do, but •• • • 

I don't know, but certainly what you tell me bas 
certainly made an impression, and I ' ll keep it in 
mind. 

I wish you would, my dear friend , 
beceuse · you can see bow embarrassing 

I understand . 

.. .. 

He 1 s got to decide one way or the other. 

All right. 

I was told the other day that you bad agreed upon 
somebody else 1n the Department. 

Vlell , ·a s far as - I 've recouended somebody, but 
whether the President •• •• 

Oh. 

. .. is going t o accept my r ecommendation, • •• • 

.j1'11 I see. 

. .. I don't know • 

Well , you didn't recommend Robinson. 

I did not. 
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'Nell then I suppose he's out . 

I don't know, because I 1m only one. 

Uh-huh. 

But I'm- I always believe in telling you ••• • 

Very frank . 
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• • • and everybody else on the Bill Just where I stand. 

Yes. Well, I always tell you. 

Right . 

Well , I should be very - I'll say very frankly I 
should be considerably disturbed if you appoint 
somebody out of your Department there. I don' t like 
this idea of - I ' ve told the Attorney General I didn't 
like his naming so many out of his own Department; I 
don' t think it' s quite right, isn' t quite ethical . 
But that's not my business to say. 

Uh-buh. 

And I should scrutinize very carefully •••• 

It' s perfectly ethical. It's perfectly ethical. 
There's nothing unethical about it. 

Well, I don't know about that. 

Well, I - what's unethical about it? 

\'/ell, I don't think that we ought to take men out of 
Departments and name the men - select them, put them -
I told the Attorney General, "I don't think you ought 
to take men out of your Department and make t hem Judges.• 
Well , that's neither here nor there. 

No . 

Well, of course, 1! youtve made that r ecommendation, 
I 1ll Just tell Mr. Robinson he's out. 

But I - I mean I•m sorry t o disagree with you. 
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I beg your par don! 

I say I think it 1 s highly ethical 1t a man - under tbe 
law we can' t take anybody from Internal Revenue and 
put b:iJD into tbe Bureau - into the Board ot Tax 
Appeals. 

~ell, there's some reasons wby I think they ought not to be appointed . 

Hell, that might be an honest difference of opinion. 
I 

Well, I suppose Mr . Robinson ' s name -Congressman 
Robinson ' s name, then, hasn't been up . 

Well, I •ve got the whole - I•ve got - I've got the 
whole list here, and - and - after all, I'm one, and 
Kr . Farley bas got recommendations to make. I don' t 
know what the President's going to do • .. I don't know. 
But tbere•s a whole list of availables for the 
President to appoint. 

. . 
\'/ell, I would imagine tbe President would follow 
your recommendation. 

Possibly. He didn ' t on tbe last one. 

I wonder if he •• • 

I say he di dn't on the last one . 

I beg your pardon? 

~id not on the last appointment to tbe Board of Tax 
Appeals . 

I didn' t quite get that. 

Be did not on the last recommendation tor meaber of 
the Board ot Tax Appeals. 

Ub-hub. 

I mean the last person he appointed, he did not toll~• 
it. 

Yes, I understand . Well •• •• 
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So you don't know. Well , anyway .... 
I wonder if Kr . - I wonder if Kr. Robinson's name 
nas been brought to the attention of the President. 

Well, I ' ll say this. I will bring it to his at tention. 

I wish you would . 

I'll tell him of our conversation. 

I wish you' d tell him about that - tell him as a 
historical matter. 

I'll tell him of your - about Congressman Robinson. 

I beg your pardon? 

I will - I give you my word , I will bring Congressman 
Robinson's name t o his attention. 

Yes . I wish you would do that, and then bring his 
attention to the fact of - that - of his attitude 
now, don ' t you see . 

Yes . 

He can't- he's got to- he' s got to cut bait or fish 
or something, you see. 

Right. All right. 

1•11 be glad if you'll do that. 

Thank you. Good-bye . 
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s .il.Jr: 

Operator: 
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a.u.Jr: 

Colonel 
llarrington: 

H • ..i .Jr: 

li : 

B.li.Jr: 

H: 
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8.li.Jr: 
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H.t.I .Jr: 
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H.II.Jr: 

8: 

8.1.\ . Jr: 

H: 

H. II.Jr: 

8: 

· . 

Bello. 

Colonel Harrington. 

Hello. 

Go ahead. 

liello . 

Good morning, sir. 

Bow are you, Colonel? 

Very well, thank you . 

January 6, 19.)8 
11:59 a,m . 

Have you got the figures as of last Saturday? 

Yes , s ir . · 

Could I have them please? 

January first. 

Just a moment . January first. 

Total employment, 1,667,000 . 

6-6-7 . 

That was an increase of .)81 000. 

Just a moment. During the week, increase of how •uch? 

.)8,000 . 

.)8 , 000 . 

I t 1 s going at about 40, 000 a week now. 

And how does it look t o you? 

Yep . 

I mean how is it going, all right ? 

wby, as far as we can t ell, yes, sir. We're - we're 
not under an,y consi derable pressure yet a111wber e . We 
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feel that we ' r e meeting a situation. Up to this 
time we are not getting as •ucb pressure as we really expect ed . 

Uh-huh. 

1 Q'> • <. 

We think that's because it probably hasn ' t gotten 
tnrough to us yet; that is, that a number of these 
people that have lost their Jobs the last couple of 
months are still getting along on what - what they 
ear n, and they don't go to the relief offices until 
they exhaust their resources, you know. 

Yes . 

That seems t o be what's happening. 

Uh-huh. Could you come over and sort of bring Mr. 
Bell and myself up to date tomorrow? 

I 1 d be glad to, yes, sir . 

Just a minute. Mr. Bell's here. Let me ask him 
what time. 

(Pause) 

Bell says 11:30 tomorrow would be fine for him. 

11 : 30. Just a mOl!lent . 

How' s t hat for you? 

All right, sir , I'll be there. 

Now, what Mr. Bell wants when you co~e along is how 
the actual uaemployment figures are stacking up against 
the e stlmates. 

I see. 

See? 

Yes . 

In other words, are you running ahead or behind? 

I think we • re running behind . 
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Uh-hub. 

But I 1ll have that. 

'Nell, I made a little statement to the press this 
morning - they were pressing me on account of the 
budget - and I said up to - as of today, that we 
had no demands that we couldn' t t ake care of. 

That's correct. 

As far as - I said - I was talking money. 

Yes . 

lloney, see? 

Well, we - up to today in employment we have no 
demands we haven't been able to meet . 

103 

But when you come over tomorrow, if you could tell 
me a little bit, something about wha t are the kind 
of projects that you're using this lfinter that are 
any way different - in other words, give me the 
plans - I mean what is the - how are we putting 
people to work this winter? 

I see. 

~auld you give me 8 little - could you give me 8 
little story on it? 

.kll right, sir . 

I mean are we - are we repairing roads , are we build­
ing sewers, or are we building buildings or - and that 
sort of thing, you see? 

Yes, sir . 

What - in other words , what ar e the bulk of the 
pro jects and how are they divi ded up? 

I 1ll be glad to . 

And - Just a minute. (Aside: Anything you want to ask? 
IVhat? - ) I mean I d on't know, but - if you bad 
something , just a little descripti on of what the 
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projects are, I sean, in looking at the country 
as a whole . 

I •11 be glad to. 

In other words, wbat I ' m asking for , if you don't 
mind, is a sort of progress report. 

I - I get it. 

I mean not too much detail, but so that Bell and I 
can have kind of the reel of the situati on. 

Yes, sir . 

See? 

Yes, sir . 

lhat'll be 11:30 tomorrow. 

11:30 tomorr ow. 

Thank you. 

I 'll be there . 

Thank you. 
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J aJI1I&1'7 e , 1 eae 

Had a aaat1ng w1 th Bell lUll! 'ray lor and attar looking 

0
, er the attached etateMnt we deoida4 that it would 'be un­

neoeeeary tor ue to inoreaae our borrowing• for the aellth of 
JanuarY• Also deo1ded that we would aell: J:oolee to han an 
Open llarltet Committee meet1ng on Wadnaedar1 1abruaey 2nd, at 
wh1oh time we would d1ecuu further f1nanol.ng . 
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Jamaq 6, 1938 

To: The Secretary 

rro.o: llr. Jla&1ll 

1. Tax ri'Vilion 19}8 

The aubcom<dttee adjourned thia noon, t o aeet again at the call 

or the chai=an. It h conteaplated that the draft or the aubco.,_ 

m1ttee 1e r eport will be put in ito hande a t that tbe. Probably the 

:eat ing t o consi der t he report will be held next Wednead&T aorning. 

2. Report of corporate officera ' aalari .. 

Under one of t he sectiona of t he re•enue law the Secretary ia 

requird to eubai t t o Congreaa a liat of corporation of'ficera re­

col'rlng $15,000 a year or aore. !'he 1'reaaury regulationa requi re 

the corporation t o furnish information on its return and aloo the 

percentage of atockholdinga of auch off'ieera . I n the r eporta pre­

viously aubml tted. t o Congese and in the reporto aubiiHted t bia year 

theae percentages of atockholdinge wer e included, although the lew 

doll not apec!tically authorise or require t ba Secretary to report 

them. Yr. Doughten orally r aiaed the queation whet her t he pereentagea 

or ttockholdinga should appear i n the r eport and 1a w1 thholding the 

roport eubmi tted on January 3rd froa the public for the present, 

until we ndvlae him further on this point. Mr . Oli phant adwioad 

ce yeaterdaT t hat t he Bureau h3d never aubaitted the quee tion t o hia 

but that I n hit op inion t he r eport abould not contain tbie into ..... -

tlon. 

In a conference thio afternoon Weaara. Oliphant, WeReTOolda, 

and Gast on suaeated that I ahould write llr. Dought en, at&ting in 

subatance that following his inquiry we h&d found t h&t t he report 

•ent him erroneouely included percentageo of a t oclcholdinga and that 

we would au'b:li t & revieed. r eport within a few daY•· I personally 

dlallked to do tbio , aince t he f&ct that former reports h&Ye bean in 

a differ ent f or m may lead to undeairabl e publicity; but Mr. Oliphant 

acd llr . Gaat on are atr pn&ly of t he Yiew th&t t he report a &de aY&Ilabh 

t o the public ahould not contain Information ae t o atockboldinga of 

corporate offi cers. 
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'conference w1 th the Preaidnt on re•enue rnhion attended 

by SecretBl')' llorcenthau, W.aora. Doucbton , Tineon, and lla4:111 

11r. Do\l&hton arranged a conference w1 th the Preaiclent in order t o 

roport to hilll the work llhich the eu1>co•1 the hae done on rCYenue re­

•lt!on. llr. Do~ton °8 aecretary cAlled me at 9110 to infol'l:l me that 

108 

11r. Doughten wished ae to attend the conference at 9:15 in t he Prelident •1 

~=· I r eported to Secretary llorgenthau who accoapanied ae to the 

conf ere.nce. 

11r. Vi~aon deaeribed in aome detail the treatment which the aub­

eocal tts• proposed f or corpora tiona w1 th i nc011es under $25,000; corpora,­

tlon• w1 th larger 1ncooea; and f or closely held corpor a tion a which he.ve 

oort t han $50,000 net income and which dhtribute lees than 6o percent 

of H. l!e allid thet corpora tions with incomes under $25,000 would not 

~~ 111bjectad t o t he undletributed profl to tax but would be taxK 1~ 

percent on t he first $5,000, 14 percent on t he next $15 ,000 , and 16 per­

cent on t he last $5 ,000. Cor9ora tiona with income• exceeding $25, 000 

orlll be taxed f roc 20 percent t o 16 percent dependi ng upon the aaount of 

tbelr i nco:1e a which h dhtributed i n dividends. The aubcoa:Uttee haa 

agr•ed u9on an addit i onal tax of 20 percent in t he cases of cloeely held 

eorpor .. ~! ona whi ch have more than $50, 000 net income and which dlatri buts 

ltso t hen 6o pe rcent of H. The t o tal tax il:!po .. d on ouch col:IJ>anho 

douly lUll)roxt....,t .. t hat imposed by t he existing l aw. A corporatloo 

fall • ~ithin thia general ca tegory (if the other conditions are met) if 

one men and hi s faoily owna 51 percent i n value of ita stock; or two 

:e~ . excl uahe of the l r taall1es, own 53 porcen t; three men own 56 per­

eaot and •o on up t o ten men owning 75 percent. The Preddent ~~eked 

whether in-ln~• and f acily trusts ara t aken into account i n connec tion 

with the fRmlly relationship. Yr. Vinson aaid he was not aura but 

tbougbt that !&Oily trush ahould be included. The Prealdent aeked me 

~hether there would be any l oos of revenue through thia plan. I told 

him that ltr. Parke r , the committee expert , eaid t here would not be. Our 

•~rta were inclined to be ~ore conserva tive and thought there misht be 

a l ou of eo.,e one t o two hundred million dollara, d.epending on bualneu 

condi tione but t hat thare would be little if any lose i n 1938. The 

cr ent•r loaa of revenue would be euatained i n yeara of proeperity. 

There waa some diacueaion about raieinc individual i ncoae tax r a tea 

and t he Prea14ent ea1d that Senator Ln Jollette would probably OMl<e ouch 

• proposal. He atated, however, t hat he thought it wa• politicolly un­

deairabl e to recoa:u nd at tbia tiM and Alao politicAllY undeoirable to 

reco~snd a reduction in the top aurtax r a t••· 

llr. Vinaon then described t he p ropoeed methode tor taxing capi tal 

ru oo and loaoea. He aaid that the eubco....t ttee had dec ided not to place 

aucb gllino end loaou in a category eeparate tros an indirldual ' • other d 

i nco~e . since the subcommittee f elt t hat the tax on capital glline oboul 

be greater 1t the 1nd1Tidual recelTing them had a large i ncome from 

other aoureu. I pointed out that t he oubeoami t tee h..S trled to carrT 
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out the teres o! the Prell dent ' • ••aae«e on apeculathe gaina by put­
lie& one year gaina and loaaea into a dhtinct category aeparate froa 
l oarr-term gaina and lon... 'l'ha Preddent inquired regarding the 
ratu applicable to indi rlduah w1 t h large 1ncomea and large capital 
&ai••· Jlr , Vinaon aaid t hat t he co,...ittee had concluded t hat a fla t 
cuiii\ID rate should be applied to capt tal gains in order t hat tax­
poyers selling property would have th&t degree o! certa inty aa to the 
taxu to be pai d . The President aue:geated that he would like to aeo 
the cap! tal gaina ratu kept high, a! nee he wae tearful that the Senate 
would l ower t hem. llr. Vi naon aaid that Senator l!arrlaon had alread7 
u pr .. •ed t he view t hat t he Houae ratu are too hi&)>. 'l'he Preeident 
alk-.1 where the loat r evenue !rom the relief proYhiona had been aade 
up and I told hla t hat t he eatate and gift tax proYhiona had been 
tl~tened up throU6h the elimi nation o! one of the $4o,OOO exemptlona 
applicabl e to those taxes. I poin ted out that t heea taxes wore one 
or the best means o! r aising additional revenue and t he President and 
the Congreu.,on 1'16"eed. 'l'he President particularly mentioned the 
poaol bill ty of l ncreaai J18 t he rate a on the lower and middle bracket& 
and VInson agreed. I t old t he Preaident t hat the Treasury had i n ai nd 
tto de•lrebility of combining t he eatate and gift taxaa but t hat the 
~lt.n b8d not yet been worked out. !he Secretary auueated that ha 
t hoU(Iht t he capital atock t ax ought t o be r epealed and t hat we ou&)>t 
to aubetl t uto one corporate t ax ! or t ha thr ee now impoaed, if at all 
poadble. Tho lost revenue could be made up by an i ncrease in the 
no......U. tru. llr . DoU8hton aaid tha t he thought t ho repeal of tho capital 
atock t ax waa undeairable since there aeeoed to be no atrong demand for 
lt. llr . Vinson aleo oppoeed the chance on t he ground that t he capital 
atock t ax enabled ue t o get e ome reTinue f r oa corporation• loa1"8 aoney. 
I pointed out, however. t hat thh wu not true if t ho corporate officer a 
decided when t hey ~~~&de out their capital atock r e t urna t hat the corpor~ 
tlon would probably loee money. I &lao aaid t hat tho cap! t al stock tax 

•• • vary undeal r able and t hat an i ncroaoe i n the no......:L tax of one to 
two percent would raioe t he neceaeary revenue t o replace it. Both 
Yooar o. Vinson and Doughton felt t hat it waa undeoirable to raise tho 

<orpor at o l ncooe t ax rate a further. 

'l'Le ?resident uked what nuleance taxes had boon r epealed and 
Wr. 'l'l nson list ed t hem. He aakad •e how INch r eTinue wu i nYOlYed and 
I laid about $25 ,000,000. 11r. Dought on oald t hat he t houD> t the repeal 
ot the fur t e.x and t he oportlng goode tax waa bad politically. 'l'he 
Secre tery end I oaid t hat the Bureau o! Internal Revenue i nformed ua 
that t heae t wo taxaa g&Ye t hem more admini s trative diffl cult i ee t han 
&nr of t ho other 1 • The President e~haoized tho need tor holding up 

the r nenue to t he 11110unt p rodded !or b)' t he preoont lawa. He 0801104 

t o bo a&tiatled w1 th t he p roposed bill &e outlined and al t hough I told 

hie that t here llight be aoae loao o! roYOnue ..ounting t o one t o t~d 
hundred llilllon dollar a . he did not uk that add1 U onal taxea ~th 
be h:pooed t o llake up thh • ount . llaaora . Doughton and Tlneon 
laid t hat they thought t heT could hold t he line e«alnet the Senate 
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Ia thJ.t tnetance dace lf tht 'blll fal1e4, \be 19)6 Ac\ ~4 r..ta 
ID 1trect ea4 tbe7 were DO\ .m4ar tht pr .. eure for e4~t that 
tbe7 wore i n 1936. 

After we left the rooa a\ 10130, Mr. Doupton eal4 that be 
Interpreted the conference ao -lnc t hat the Prot14ent had chen ue 
• green light on a 'bill ao out llne4. Mr. Vlneon acroo4. 

- r -• 4$ 

1...0 
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In oonneotion with the attaohed oopy ot letter 
from the Britieh Ambassador, wh1oh Mr. Wellee transmitted 
to secretary Norgenthau, the latter telephoned Dr. re11 
this afternoon. 

He said, 1 SUIIIDer Wellee oalled me about the 
Chinese Ambaasador in London calling on Anthony lden and 
8aying they had lll&de a loan ot $160,000,000 in the United 
States. He (Wellee) followed th11 up with a letter. 
The point I lll&ke is that Butterworth ehould know about 
t h1a . It would be helptul to h1111 and I am suggesting 
that it it is not too late to still eend hilll a cable 
telli ng h1m about it and letting h1111 know there 1e noth-
1n& to it, because on Friday B \£terworth goes to the 
British Treasury. 
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Dear Kr. Welleet 

BRI 'ri IIH EIIBASSY 
WASHiltGTOI, D.C. 

J anu.&rT lith, 1938. 

You will remember our oonveraation ot 

:reaterda:r. 'l'he Chinese Allbasaador 1n London 

had said that his Goverruaent wae negotiating w1 th 

the United States Government tor a loan or 

$125,000,000 tor ten years at 3~ and to be issued 

at 90. Yesterd~ he toid the Foreign Ott1oe 

that an agreement had been signed 1n Washington 

tor a loan or llSO,OOO,OOO, but he oould not e~ 

det1n1 tel:r whether the United States Government · 

were oonoerned or not\ 

Yours s1noerel:r, 

R. C. LIJfDI!U 

The Honourable 
Sumner Welles, 

Under Secretary ot Stat e 
ot the United States. 

112 

Regraded Unclassified



Personal an4 
Oont iden t1al 

Dear He!U'1: 

THI!: UNDI!:R SI!:CRIETAin' OP' STATE 

WASHINGTON 

In aooordance with our conversati on ot 

this morning, I enclose herewith a oopf ot 

the let ter I received todar troa the British 

Ambauador 

a1ncerel 

The Honorable 
Henry Jlorgentblw, Jr., 

8eoretarr ot ~~~ Treasury. 
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Jam&al')' 6 , 1~ 

Pur 8111: 

I bawa dalaJad anawar1ng your latter of 
Paoeaber 9th until t he State DepartMnt ba4 lle4a 
up 1ta 111nd u t o what Utla t hey Y1abed to oon­
ftr upon Ur. lliarla Cochran. 

I now laam fro• l!r. Uauarall1 th that both 
t he St ate Depart-nt and yourself are wllllng to 
l ntora the French GoTarn.ent that l!r. Cochran 1a 
aotlng aa F1nanolal Counselor to the Eaba aay and 

request the French Gowarnmant to eo llat h1a 1n 
t heir d1plo-uo llat. ~h1• 1a of oouraa ent1rel7 
agreeable t o me. I aporeoiata the oonaldarat1ona 
whi ch would -.ke it ditt1oul t to ettaot any change 
ot title on the Alllerloan ott1o1Al Hat. 

'!'he laat t hing 1ft t he world t hat I w.nt to 
do ia ewan to cake a auggeat1on aa t o how you ehoul4 
run t he American Embaaay 1n Parl e. Howewar, through 
the k1n41leaa o f t he Secretary of St ate, he hal ae­
al ;;ned men 1n Parte, London and Berlla to do apeo1al 
work f or the '!'reaaur)' and I feel that thaaa .. n are 
:'lOre or laea dataohad tro• regular £aba .. y worlt and 
reapona1billt1ea. Up to data, Ur. Cochran and 
ltr. Butte rworth hawa 'bean ran4ar11l.l! the Treu\11'1 ex­
cellent eerwloa and I hope that the State Pepartaant 
"ill not , 1n the future, a ilk them t o t ake on reapon­
llbl l 1t1aa a4d1t1onal to their '!'reaaury work. 

It you teal t hat 1 t 1a 1IIJ)Ortant to ahoY 
l!r. l:!at thewa oop1ea of Ur. Coohran' a ~reaaUJ7 oablaa 
I am lfllllng t o aooept your reoo .. 114at1on 1n th1a 
aaatter, but I alnoerel)' hope t hat you will 111PNII 
on Ur. &latthewa tbe anreaaly oont1dantlal nature 

ot theaa cables. 

• 
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.._ .... , 1-will "" .. ,.. .... ,.-& 

....... , I rosn•a 
ll ..... lr , ..... I 

Boaorablo Wllllaa c. Bulll''• 
uaue4 • '•'-• AIIN.eea4or, 
Alltr1oall hii&IOJ t 
ParU, 
rraaoo. 

(Biped) B. a a $hea, Jr. 
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Dear l:lenry: 

DEPARTMENT OF STATE 
WASHI NGTON 

January 6, 19)8. 

This is what I have written Bill Bullitt 

regarding t he Cochran matter, ~nd I find before me 

t his ~os t interesting speech ~~~ prof:ssion by Sir -Josiah St amp which I think may amuse you, and which 

pler.se r eturn. 

Enclosures : 
~etter t o Ambassador 
llulll t t : 
J..rt lcle . 

Tne Honor able 

Sincerely yours, 

(signed) Herbert Feis 

Henry aorgen•bau, Jr . , 

Secretary of the Treasury · 
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Letter written by Mr. Feis to Ambassador Bullitt, 
January 6, 1938. 

"You will be receiving rrom the Secretary 

l l7 

or the Treasury a r eply resardilli pos-sible chanse 
in Cochran's title . He bas discussed the reply 
with the Department. He recosnizes the point which 
you made, and on which likewise everyone in the 
Department is in accord, that it would be unsatis­
factory to have two Counselors at the Embassy. It 
does not seem possible or advisable, therefore, t o 
make a ny ch8Ilie in Cochran• s designation so tar as 
the Depart ment ' s action soes . On the other band, 
Messersmith suggested, and Pierrepont Moffat ag~eed, 
that the &Dbassy might ask the French Govern:~~ent t o 
designate him on their diplomati c list as Financial 
Counselor . I believe the Secr etary or t he Treasury 
is making this suggestion to you, a nd I want you t o 
know everyone here is agreeable to it .• 
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DEP.ARTIIUT OF STATE 
WASBIBGTOI 

January 5, 1938 . 

1y dear Yr . Secretary: 

Alrs . Klotz sent me the enclosed letter frOtl 

.Ambassador Bullitt to yourself and the draft or your 

suggested reply, with the message that I should feel 

free to make suggestions in regard to it . 

I have discussed it with ~r . Yessersmith and 

with lolr . lloffat, who r evie·nd again the difficulty of 

actually creating on our own official records the title 

of Financial Counselor. But on the other hand, they 

are both sure that the same purpose can be effectively 

achieved by having the h111bassy designate him as such 

vis-a-vis the French Government and in requesting the 

French Gover0111ent to enter him as such on their 

di plomatic lists. I have, therefore, draKD up a 

suggested substitut e second paragraph in accordance 

with that idea . Does this seem to you a satisfactory 

solution? 
Sincerely yours, 

( s'igned) Herbert Feis 

hnclosures: 
Letter from Kr . Bullitt; 
draft reply; sucgested substitute for second para.graph. 

Tbe Honorable 
Henry Mor gentoau, Jr . , 

Secretary of tbe Treasury. 
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I no• learn fro• llr. Keaaeraaitb that both 

the State Departaent and yourself a re •1lling t o 

inform the French Government that llr. Cochran 111 

acting as Financial Counselor to the Embassy and 

request the French Government to so list hi m in 

their diplomatic list . This is of course entirely 

agreeable to me. I appreciate the considerations 

which would make i t difficult to effect any change 

of title on the American official list . 
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coP Y 
(DRAFT OF LETTER TO AllBASSADOR BULLI'M') 

oear Bill : 
I have de~ayed answering your letter of December 9th 

until t he State Department had made up its mind o s to what title 

tney wlshed to confer upon llr. Werle Cocara n. 

I now l ea rn from Mr . Messersmith tha t both the 

Ce~artment and yourse~f are in agreement t hat ~r . Cochran 

st1oulo. receive the title of Financial Counselor . This is, of 

course, entirely agreeable t o me . 

The last t hing in the world that I want to do is even 

w cue r suggestion a s to how you s hould run t he American Embassy 

in P~ris . l:lowever, through t he kindness of t he Secretary of St at.e, 

be h~s &ssi~ned men in Paris , London a nd Berlin to do s pecial work 

for tae Treasury and I feel that these men are more or less detached 

from r egula r Embassy work and responsibilities . Up t o d ate, Yr. 

-:ocnnn and '4r . Butterworth have been r endering the Treasury excellent 

service and I hope that the State De partment will not, in the 

future, a sk t nem to take on responsibiliti es additional to their 

'ire&sury wor k . 

If you feel t ha t it i s important to show !Jr . Matthews 

copi es of Mr. Cochran ' s Treasury cables , I am will ing to accept 

your r ecommendation in this matter, but I sincerely hope that you 

will impress on~~ . Matthews t he extremely confidential na ture 
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of these cables. 
Hoping tnat 1938 will brine 70u continued suocesa, 
• 

I relila1n, 

Honorable ':iill1em C. Bullitt, 
United States Ambassador , 
A11er ican Embassy, 
Paris, France. 

Sinoerel7 yours, 
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Embassy o'r the 
United States of' America 

'i Paris, December 9, 1937 . 

Dear Henry: 
Cochran has Just r eturned to Paris and has told me 

of your recollllllendation ta t he Department t hat be should be 

given the t itle of Counselor of Embassy in Paris . I am - ~ delighted that his work pleases you so mucrr-IIM that you find 

the Embassy useful . At any r ate, we do our best. 

The t itle which I should prefer for Cochran is that 

which is carried b)• his opposi te number a t the British Embassy 

who is listed in the French d i plomatic list as Conseiller 

Financier, that is to s ay, Fi nanci al Counsel or . You probably 

did not know, when you made your recommendation to the Department 

of State, that on two previous occasi ons there have been two 

Counselor s of Embassy at t his post . The r esult was to raise 

Bell, and one of the t hings I insisted upon before coming to 

?oris as Ambassador was that t here should be one Counselor of' 

Ecbassy here, and one only . 

The HonorHble 

Henry Yorgentbau, Jr . , 

Secretary of' t he Treasury, 

Washington, D. C, 
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The Counselor of Embassy bas to act often as Charge 

d'Affaires. Be needs all the prestige he can have from undivided 

~ssession of that title. The British, in order to give extr a 

prestige t o their Counselor of EIDbassy, go ao far as to have him 

designa t ed a s British Minister to Paris . In the past, when there 

have been two American Counselors of Embassy in Paris, the minor 

CoWlselor bas attempted t o appear to be the 1118 Jor , there bas been 

friction witnin the organization, ana the French and everyone else 

nrve wondered Who in the name of Beaven t hey had better deal with 

in tne absence of the Ambassador. llou can not run this show or 

~ey other without undivided authori ty a t the top . If Cochran 

sllould be g i ven the title of Financi al Counselor , it would be 

perfectly c lear tna t his ifOrk is confined t o the financial field, 

~nd the t Wilson is the boss in my absence . I r ealize that you 

rUl probably be astonished that I should treat your recommenda­

tion so solelll!lly ; but please don't forget that for a long tilDe I 

bE.ve been in the nabi t of taking you s eri ously . 

I nave recommended to the Department of State that 

Cochr11n snould be given the t itle of Financial Counsel or . 

As I t old you long ago, the weakes t s ide of this 

llission has a lways been the handling of economic matters . .'le 

have improved this somewhat of l ate, and recently H. Freeman 

:lattheNs 1vbo f or a l ong time was Charge d ' Affaires in Cuba was 

sent here . Be is one of the ~st intelligent and reliable 
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rellows in the Service. I have put Matthews in charge ot the 

work of developing the economic reporting of the Mission, and 

he is a lready making excellent progress . It is obvious that 

he can not handle the economic work without having a thorough 

~#ledge of the financial situation, and during Cochr an's 

absence I nave, therefore, sho·m him daily the financial telegrams 

wmcn we have prepared, and I pr opose to continue this practice 

waess you have serious obJection. As I nave said before, Matthews 

is to toe last degree reliable, and I ask you to accept my Judgment 

on that . 

If t here is anything that we can do t o improve the func­

tioning of this IUssion, I hope that you will let me know at 

once . It is beginning t o be an efficient organization but I 

should Ull:e t o make it even better . Incidenta lly, I discussed 

wait ' s problems informally With Cbautemps a few days ago and I 

nope for better results there a lso. 

" ith every possible good wish t o you and llrs . !lorgenthau, 

ana to tha t nice daughter of yours who listen so politely when 

you und I t al.<, I em, 

Yours heartilY and sincerely, 

(signed) Bill 

William C. Bullitt. 
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FEDERAL RESERVE BANK 

01' N IEWYORK 

Jenuuy 6, 11188. 

on r ll.r. Secr etuy: 

During the week just ended, the dollar bas nuctuated 

l!Qderately under the inrl uence of political news fro. Wasbi.Dgton, 

but i s now at the leyel preYailing for the greater part of 

Otca ber. On llonday, the pound sterling opened at $5.00 5/16 

atttr closing at $4.99 3/ 4 on Friday eYening, and during the 

course ot t he day the rate went steedil:r and graduall:y higher, 

closiag at $5. 01 1/16 . The following da:y, bowenr, after t he 

?resident 1 s message bad appeared in the press, the sterling market 

reeeded to $5.00 3/16. Yesterday' s market showed a .f'urther fall 

to $4. 99 3/ 4, or the leYel around which sterling had been steady 

d:lriag all of Oec•bar. Other principal European curr1111cies 

•ll'ied in close correspondmce with the pound sterling on Xonda;r, 

Tuesday, and Wednesda:y, the French franc being held in the tece 

ot rat her steady pressure at troa 147.25 to 147.30 f rancs per 

I'OIIIId. In the forward aarket franc weakness reached its height 

011 llooday when quotations for tbree-aootha' francs reached a dis­

coant 8QU1Yalent to 12 7/16 per cent per annUli . Today'a forward 

discount on three aonths' contracts is sligbt,l)' iaproYed at 

U 1/4 per cent. 

The principal foreian axcbance rate moY•cta durin& the 

Paat Tear were a .f'urther depreciation of P'reocb axobance troll 

12S 
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10
,0'8'1 at the aDd ot 11188 to 10.01&11 a,/8 at the olose ot 111&'7, 

114 1 perate ad't'mce 1D the powad aterl1.aa 1D tens of cold 

114 cold curr«~cies, the dol.l.er-aterl1.aa rate ris1Dc 8 &/ 4 ccts 

ott durillC 19&7 to 14.1111 &/4 at the cd ot the yea.r. 

Although the doWDward ren1uat1on ot Frech exchaDce at 

1111 1114 or Sept•ber 19256 was followed b7 a briet retiU'D IIIOT•ct 

of tuDds to Paris t.rotD foreign f1Danc1al cetera, tb1s ~•ct 

n s halted about the lliddle of October, and 4ur1Da the r.aiDder 

ot 1~86 and the first half of 19&7 the franc was alllost cont1Du­

oall1 under pressure as a result both of further ~ht of capital 

m4 or a paasi Ye balanc e of aurrct co-ercial PII1JleDts. In tb1a 

respect 4evelopmeots 1D France were 1D marked contrast to the ex­

perience ot Holland and S1r1tser1and1 which bad undertelten do1111ward 

readjustments of their curraDcies sillu1taneous1y With the franc 

rnaluation. The causes of the Frech post-deYaluatioa ditticul­

ttes bue beeo the wbJeet of extcs1Ye discussion and controYeraT, 

md no att•pt Will be made t o elucidate them h ere. FolloWing 

tbe eul.mination of a serious f1Dancial crisis earl)" 1n March, t he 

htocb GoTernmeot announced a special progr- to relieve t he f i scal 

1!14 exchange situation, but these aeaaures led to onl7 a short-l1Yed 

UYarsal or the capital outnow, and 1n Ka,y and June pressure acainst 

tbe franc again reached serious proportions. .tt the bec1nn1Di of 

1Ul1, • nn cab1Det, equipped with t•porary •el'IIDC7 powers, abro­

&atld the lower lild.t of fl'8Dc 4naluat1oa established b7 the -etary 

l._itlation of October 1, 11186, and oa Jul7 1 cloainc quotatioas tor 

tbe fr111c were 10.0884 1n tbis aa.rket and l28 7/8 traoa per powad 

111 Loa4oo, represct1Dc a d.preo1at1oa of alloUt 12 per cct rro. the 

-., li.ait of d«aluatica prftiCIGalT 1n etteot, aDd a toq]. decl.1De 
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of 42 per cct trw~ the 1928-la. cold pU'lty. The rnDc clecl1De4 

t\llthtr to the neichborboocl or to.01'7& attar the 1114clle or the 

IOftth and r.-ined close to this lnoel 1Dlt11 aarl7 ill Sept•ber, 

llllll a oetr downwercl tendeoo:r becae noiclmt. This IIOTect car­

ried the rate to a low or to.OS28 1/2 on October 2, but ill the 

subsequent •onth the quotation recoTerecl to the neighborhoocl or 

$(I.OMO, at which level it held atead;y durillg the r•ainder of the 

rear. The stability or the rranc ill the last rew -ths of the 

rear was acCOIIpanied by a rather substantial return .,.,.•mt of 

eapltal to France !rom abroad, 11h1ch, accordillc to the 1'1.nanca 

llnlst er, reached 10, ooo,ooo,ooo rranca. The return .,.,.•mt ot 

eapltal to Fr ance !rom the 111clclle or October to the middle or 
Oeeember 1937 was the first substantial inflow since 1934, At 

the end of the year, the franc was again under moderate pressure, 

howner, requiring intenaittent orricial support. 

The pound-dollar rate, at'ter reced1.ng gradually from 

a lnel of about $4.91 in the latter part ot Dec•ber 19M to 

$(.87 7/8 early ill Karch 1987, rosa IIOderately during t he r•aindar 

of tbat 11011th and adTanced at a more r apid rate during April, clos­

Ing at $4. 95 on April 29. The quotation showed ainor, irregular 

fluctuations in ~~~ and June, but again adnnced considerably duriDC 

July end touched $4.99 l /4 early in August. In the aueceed1Di t aw 

•onths, the pound eased to the ltn'el ot $4.95, but at the tod ot 

October a renewed upward .,.,..eat got under W87 11b1ch carried the 

rate to a high or $5.02 l/8 011 Joy•ber 8 . DuriDC the r•ainder 

or the rear, the pound r•ainad clo .. to $5.00 with oply slight d87-

lo-dq • artatiooa. This ren.aw ot the year' a .,.,..mts indicates 

12 
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lblt the adYanca 1D aterl.1Jtc waa CCilcetretecl 1D three period.a _ 

lpril, JulJ', and the earl.7 part or IOY•ber. '!'he AprU IIOY•eat 

n s usociated with eneas1Ye llquidatico ot gold trc. prhate 

Mards and rrora the ceatral reHrYas or a nu.ber or the •aller 

countries, owing to widespread l'UIIOra or a pouible redUction in 

tbe gold pr1eeJ the adTance in July renected priaarily the ettecta 

o! Japanese purchases or sterling with the dollar proceeds ot gold 

shlflll!eDts to the United States; t he earl.7 loT•ber aoT•ent waa pro­

IOted by l'IIIIO r s of a possible fUrther dnaluation ot the dollar, 

lllicb led to increased withdrawals of ror~~ceil ~ Jew York. 

Mlong the other European currencies, the Sw11111 franc waa 

qu!h steady in the Ticinity or $0. 23, While the Jetherlands guilder 

adnnced moderately rrot11 $0. 5476 at the cl ose of 1936 to $0.5560 at 

the end of 1937. The Belgian aonetary unit, thoUgh under pressure 

a part or the year as t he result both or intemal political 

and or the turther depreCiation or Freoch exchange, wu 

close to its lower gold point by orficial sales ot gold. The 

Quotations t or t he ScandinaTian currencies 1D terms of 

•are lett uncbang ed during 1937. Oeal1Dgs in the reicbaaril: 

the lir a rl!lllained subject to rigorous offi cial restrictions. 

A number of South .American curreocies Showed moderate weak­

in the latter part or the year, otring to continued growth in mer­

'"'"'lll:!e imports sUul.taneously with declining worl d prices tor their 

raw materials. In Bra.~, t he V&r~aa coup was followed by 

ot the official r ate ror the llilreia and by a 110r e rigid tor­

exchange control at the ead or the ;rear. 

Pacced quotations tor the Cbineae and Japanese currmciea 
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_. OCIIltiDutd dar1DI 118'1'• Ulnalb at•dTe at1Uut1ca of of­

tteial r t"rns, aiJloe tbe u.de bal.moea of botb -t:riea were 

ldfll'l lo 

acaorable Heney llorcmtbm, Jr., 
Seeretary of the Tr eUIU')', 
t ubi.Dgtoo, o, c. 

L. w. ltDoke, 
Vioe Preaiclmt. 
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Stcrttary of Statt , 

Washington. 

17, January 6, 5 p . m. 

GRAY 

London 

Dattd January 6, 1938 

Rto 1d 1:24 p . m. 

FOR TREASURY FRO:t BUTTER-·oRTH. 

On,, Rtftrring to tht fourth paragraph of my 263, 

DtcrmbEr 9 , 9 o .~ . , prtdicoting furthtr hEavy incrEasE~ 

1n unt~ploymEnt , thE figurts publishEd today for tht 

month tndinB DtctmbEr 14 show an incrtnst of 166, 000 

os compnrtd with NovEmbLr 15 . Though much of thE incr t a!lt 

may bt dut to wEothtr conditions which wErt unfavorablE for 

outdoor work on thE day of tht count tht not inconsidtrablt 

1ncrtosE in such tradEs as cotton nod wood mnnufacturE, 

mEtnl goods mnnufacturE, potter y, boot end shOE 

mrnuf~cturE , hosiEry, Eltctri o goods manufscturE and 

furniturE making onnnot bE ~ccounttd for 1n this way snd 

c~n hnvE rEsultEd only from o ~ Ettriorotion in thE 

cond1tton of thE ordtr books tor thE homt nnd/~r Export 

morkEts for o brood sEltction of both consumpt i on and 

capital goods , 
ThE 
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Tht month ' s recEssion in Employmmt 1s the fourth 

1n succession whilE thE total number of unEmployEd as 

compared with thE corrEsponding month in 1936 was for 

tht first timE highEr and by r 1 , 000; in other words 

all the gains of Earlier months of 1937 havE now bttn 

mort thnn lost . 

It should bt noted howEvtr that the total numbers 

or unmployEd crt swell t d this Occ EmbEr by thE numbers 

ttmpor~rtly stoppEd which wEr t up on lnst year by 

H3, 000 whErEt.s thE numbers " whol!y untmployEd11 or 

notunlly dismiss Ed wErE t.bout 49, 000 fEwtr than a y ear 

ago , About hnlf of the temporarily stopped will doubtless 

return to work when the wtnthtr conditions ar c more 

favorablE to outside wor k . Thi s tekEs a littlE or the 

sting out of the effect of thE figur es but ,s the 

PI!1AHCIAL NEWS puts i t • there 1s nothtng to support tht 
(of?) 

' all ' s \ltll ' r eports£!!. some of thE mort txaggtrattd 

optimie ts" • 

TYio , Walcy states in connection tiith report in 

today's TIMES t o the' effect that on his recent trip t o 

Turkey (paragraph tTto my 687 of NovEmbEr 2 , 7 p. m. ) 

informal conversations wErt begun in thE matttr of 

Brittsh participati on in new Turkish i ndustrial and 

mining schemes that "this is nothing mort or ltss than 

Turkish wishful thin!dng• • 
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Three . WalEy also referred to a note in today ' s 

FINANCIAL NE\'IS that thE POUSH GAZETTA announc ed 

ntgoti nti ons havE b EEn cnncludcd betwEEn a Bri t i sh 

financial group and the Poli sh GovernmEnt f or a five 

million pound loan . He said that thE facts or thE 

matter ere that thE Poles arc anxious to completE the 

dectr1f1cation of all l i nEs on thE 'lfarsaw suburban 

ro1lw:1y oystEm, that t he Expor t Credi ts GuarantEE 

Deportment of the Board of TradE bad made available 

credits for the vtor k \'ihich is now bEing don e, and that 

the Poles "tir.h 'l further cr Edit of a mill i on pounds to 

complEtE the schEmE . f!al Ey said thot the matter hnd not 

been finally settlEd but hE impliEd tha t such a credit 

might well materializE . 

132 

?our. The British press mskE much of thE Ameri can 

budget f i gures . Only the DAILY TELEGRAPH contai ns an 

Editorial on thi s subject but it mcy be of interest to 

rend its commEnt in connection with the concluding portion 

of the Tl'IES ' cdi toriol on !>Ublic works in vi cw of thE 

unrmploymEnt rEturns : 

"The combined deficits of Mr. Hoover and of Mr. 

Roosevelt si nce the onset of the recent slump haVE 

l ncrcoscd the n:1t1onal debt by no less than four billion 

two hundr ed ei ghty million pounds equol t o the cost of a 
major 
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major war. Doubtless ctrt~1n assets or valuE have bttn 

acquirEd but for thE greater part of the debt t hE 

country h~a little to show. It has not even got 

orosptrity. No wondEr llr , Roosevelt hL\s reachEd the 

disillusioning conclusion thL\t thE timE hss comE to 

o~ll ~ halt, Conceivably public works might bE of usE 

i n arresting c slump if appli Ed at thE outset but thEir 

tffic~cy i n rntr.ding o s lump that i :: o.lrtndy nEll under 

•~Y certainly s pptnrs to be diocr~dittd by the txptritncc 

of the trnitcn Stotts . " 

ThE THIES concludEs : "N tvcrthtltso on c. longer 

vitw Mr . Ktynto 1 suggestion regarding the preparation 

ot a rcstrvtd program of public works is not superfluous . 

Economic observati ons covering only tht prst few yccrs 

9nd thE presEnt s i tuati on art quitE possi bly insufficiEnt 

to shape the wholE of a l ong term pol i cy. ThE object i n 

view i s t o st~biliz t prosperity over ~ long period and 

theref ore no stabilizinG l.nrlutnot can bE ntgltcttd. 

There i s !lnothtr si d t ev en t odr.y t o thE unqucstiono.bl E 

tv1dtnct of economic strength already quoted. For 

txnmplt , during thE post two months (t~king into account 

tbt effect of thE Christmas tradE) thE 1mprovontnt i n 

Employment stons to have halttd; during 1937 imports 
bD.VE 
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bnvt inertnsed much r~ster than cxports; much importance 

bas rightly been attached to the on far unpnoified 

conflict between Washington nnd Vlnll Street Vlith i ts 

rtptrcussions upon commodity prices; and though the 

prospects of the revEnuE in this oountr: at least until 

1939 nrc favorable the 'prospects or expenditure ar t 

formld'lblt . Sir Thom~s Insk1p 

bttwctn forty-five ~illicn ~nd 

hns f orecast a risE of 

""' seventy million pdunds in 

1938- 39 in the C'l:>t c-f rca~nmtnt \'hich in its turn 

unhappily ndd~ t o thE c~st of upkrEp nnd not to revenue. 

l'lhcn Everything is t'\ktn i nto occount '1n cxaminotion of 

tht pos:lib111tit:J c:-1' oublic work3 such ns ilr. Keynes 

h'ls ouggtstcd i s ccrt~inly timely. Nobody vtould wish to 

stt n blind rush into still vaster public expenditure or 

to give priority to any policy but that of encouraging 

privotc enterprise to expand. But our knowledgE of how 

~d wbcrc expenditure upon public works can be most 

usefully npnlitd cnn 'lnd ohould be extended. Given tht 

timE- lag bEtwEen thE prcpnr'\tit n r nd thE execution of 

such Ylorks ns Sir Arthur S'\l ter b i'.S put at between twr 

:md three yec'l's 1f public Vlorks or e ever to bE a useful 

tcnnt)m1c we'\pon the timE to forge thot weapon is now" . 

JOHNSON 
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Stcrttnry of State , 

Wnshington . 

·. 

23 , Jnnunry 6 , 4 p . m. 

P IOH COCHRMI, 

GRAY 

P:~.rb 

Dnttd Jrununry 6, 1938 

Rtc 1d 2 : 45p. m. 
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Pnris cxch~ngt corktt nctivt t odny with French control 

obli ged t c yiEld l crgt nmcunt of sterling to held rate 

nt 147 . 31 thrC'ugh<'ut doy , 'l'•'O pr~ncipal c:~usts from 

fr:~nc 1renkness wert (1) revelati on in 13nnk o f Frnnct 

statement ns of Dec embEr 30th that Trtnsury had drawn 

5 billion francs ~n its crEdit and (2) thrtnttned strike 

of bank employ ees , with somE dtm~nstrations in front of 

banks nt 2 o ' clock this afttrno~n , originally scheduled 

fer this hour but now postponed provisionally until next 

Tuesday , 

ActivE dtm~d for dnll~rs bo th in P~ris and Lordon 

with l~tttr mnrk t i, acccrdinc t~ my trndtr contact , 

ptrpltxtd that dollar has c~ntinutd t o strEngt hen agai nst 

sterling in spitE C' f (1) PresidEnt's budgtt spEECh 

sh~wing deficit and i ncr eas Ed outlay f or armnments, (2) 

htnvitr purchasEs of silver by Amer~cnn authori t ies and 

(3) American absorption of cor£ gold without r eservation 

nnd (4) Ecole$ stntcncnt fav~ring spending. (END. SECTION 

ONE} , 

BULLITT 
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pAfW'BRABI or IIO!Icm no or RLKCIWI 10. as or 
.JiliJ.UT e, 1931, J'ltCII PA.IUI. 

. 3,... .l 0 

I YieU .. OCNYe de Ae•cw1Ue of •he rrach tinhtl'l 

of fill&noe thh aorlliag. Be 1e in obar&e of •he IIOY••t 

of 111114• Dh'h1•(wh1le lllleft 1a uay t.-porar1ly}, huiJll 

reoenUy been appoill•ed ! .. 1at&Jl1: Direo•or. Ae eoon ae 

Bonnet I 8 bud&et W&e p& .. ed he len J'arie &114 he 1e nill 

in the ao\lllt&ine oa. waoaUon. De Anowille allowed ae the 

oouunique whioh the 111n1etry of J'inanoe plaa.e to heue 

thie atternooa. iD e:zpl&naUoa. of druriag froa the BaDlt of 

J'rance the uount of fiwe billion truce. Be told •• U 

ha4 been thoupt beet to draw the larse - tl'ca the BaDlt 

rather tb.aa draw a aecond Uae early thie eaae aonth. 

The Treaeury, after -•tiD& nd of the year requi.r•enh 

out of thie f1Ye billion, ba4 1,053,000,000 left to add 

to the depoeit balaa.ce of sa,ooo,ooo with the Blmt of 

J'rance. 

In the o-lllliqlle 1t 1e etated tbat parUwlarly he&Y)' 

ollergee were aa4e aga1ut the Treaeurr duriD.S the -th 

of Dec•ber, UIOWltilli to aore th&D. lD,IOO,OOO,OOO tl'aD.oe, 

whioh ia.oludee the aa paid to the J'rea.oll etabil1sat1oa. 

fund for eterllns a.eoeeary to rei.llburee Brit1eb b&Dkere 

for t heir oredit. 

1xo 810TIOI no. BULLI'ft, 

1:.\:Ln 
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p.AlW'IIRAII OJ' UO!IOI !BID OJ' !Jn•puv 10. 2S of 
JUtWlY e, 19M, ~- ran •. 

freawr7 eUll hae ore41t of 15,180,000,000 fruoe 

J37 

wiib B&Dk of lraDoe 1a &441tioa to ita 4epoe1t of 1,0815,000,000. 

J'Urlher .. ra c-.aiq1W eaya 'fr .. wry 111.11 raoetwo ill Jamaary 
• 

1,646,000,000 fr&ROe aUll duo OR 1- pap•t•, .U:illg 

total aeeurod reeourcoe of 7,911,000,000 france awailable 

before eD4 of J&R~ary. 

I aelted the fr .. 11Ur7 official about proapooUwo loane, 

and he eaid that aa yet no nesoUaUolla had been opened 

w1 th London. How eYer, durillg the aonth of .J&DU&r7 at leaet 

one of the u.ua1 J'renoh public bond1oe will baYe to put 

a bond 1eaue on the aarltot. Ky oontaot thinka tllat at 

preaent the Treaeury'e poaitioll ie much eaeier than it 

Will be toward the a onth of Karch of t hh year. 

Ky friend eaid, 111.th regard to Van Zeeland'• pl&D, 

that we did not need a report to tell \lll that econoa1o 

recOYery h 111poea1 ble becau" of the world political 

situation. He eaid that ROW that the Ull1ted hate• an4 

Great Bri'-11l had f1nallJ been obliged t o follow the 

oiher powere in ara1ag t.he bue1ne" of balanoed 'bu481t• 

had becoae 111poaeiblo. 

DD JBBIAGK. 
BULLI'ff. 

I.L: ],ft 
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Sccrttary of Stat E 

Washington . 

22, January 7 1 7 p .m. 

GRAY 

London 

DatEd January 71 1938 

Rtc 1d 3 : 36p.m. 

FOR TREASURY FROM 9UTTERWORTB. 

ThE issuanc E of thE Bank of Franc£ statcmmt showing 

a fUrthEr incrEasE in advanCES to thE French TrEasury of 

fivE mill iards rEfErrEd to in Number 14, January s, 6 

p.m. , has occasi onEd thE anticipated adverse commmt. 

The pr essurE on thE franc was considerablE and thE 

Frrnch f und l ost a largE amount of attrling, Inciden­

tally the Fr ench authorities addEd to thEir difficulties 

by suddenly at noon lEtting thE rat£ fall to 147, 50 

having htld 1t rigidly at 147 , 30 for days; it provEd 

etpms1vE t o put it back, ThE thrEE months futurE ratE 

has moved out to fiv E fran~s with signs that thE FrEnch 

fund is giving aupport , In t hE ciroumotancrs"this makEa 

i t tant:unount to option moncy. 

Thtrc is an uncon1'1rmtd report in the City that 

Brazil will hencEforward block all forEign balances. 

JOHNSON 

HPD: 
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PAM'UL PDAPIIUIK or 'UJ.WWAM I.KCKIQD 

J'RCII: I.Ur1ou •bauy, Parte, rranoe 

DAT:&: January 7, 19S8, !I p.a. 

I o .a 3? 

nlCII OOCIIJtAI, 

13J 

Parh arket b.ae been wery h•wy buyer of nerl1q t oday, 

control held rate at 147.:50 until llhort:lf before noon when 

u aond to 147.40. After lunoh control broucht rate b&ok 

to 147.30 but y1elclecl auoh eterliq. rorwarcl truo aore 

offeree!. wi th three aontlle nerliq at !I fruo pr•i'llll . 8lt111p 

in franc h attri but eel partly t o yeeterclay' e BaDk of rrance 

at&taent but aore iaportutly t o unaaUefaotory labor ou._ 

look. Priae llinhter has app•lecl. publicly to botll eaployere 

and laborers to enter a,reemente and r eepeot thea but eitua­

tion appa.rently cl.e terioratiq. 

!he Parte partners of )forgan gawe a prints luoheoa 

todey, at whloh I gainecl the idea fro• the other .A.aerioan 

8UIIh, who repreeent 1n !'ranee General :ueotric , Interna­

tional Telephoue, 8t&Ddar4 011, .a.&r1oan Racliator, ancl eo 

on, t hat the labor outlook b&e dietur~ecl the wery auoh. 

Boas of th• f.recl that troubled in n•rby J'renoh pl&nte 

u.y epre&cl to their 01lll wery quickly. !la .. e repreeent&tiTH 

• ou14 prefer to eee the GoYernaeat of J'r&noe take a a ore 

fir a etancl th&ll 1 t la&e up to the preeent, rather than ooa­

t inue to try to o~roa1ee w1tla labor. Tlaere wae no report 

of d1ff1ou1t1ee 1n tlae Parie-.lller1oan ballkina houeee, bllt 
tlaey 
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'her uadornu4 tlat 1a _. of tlt.o ~:rpr J':rnoll 1uUft­

t1oDI, ~ ao Cretit L)'•ut 1, thoro 11 •oh 11Ullemao11 

and eYIIl 11114 abotaco~ It 11 ropert.- by no Par1.-AIIor1oaa 

b&Dkl that thoro 11 an 1no:rao.- d-.4 for Allor10&1l baDk 

not11 an4 Brtt1oll beDk notoo. 

IAJLLift. 

ll:Ln 
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ParaphrU• of telepu reoe1.,.cl 

rroa: .Aaer1ou ._bU.,., Parle 

Date: .Jazw&1'f 7, 6 p.m·. 

No. : 29 

FROll OOOBRAI. 

I learned th1a eyening at f1Ye o 1olook tb&t Jrenoh 

control'• eterl1ng lo•••• for the dar had approx~tecl 

400,000 ,000 franoe up to that hour; loeeea .Jauuary 5, were 

100 ,000 , 000 and .J&nU&%)' 6, 400,000 ,000 franoe . In.,. 

telegram Ho . 17 of January 5 , 6 p.m. I gave losses on 

J4nuary 3 and 4 and holdings of control at the close of 

January 4 . Ther e 1e oonti nued preaeure on frano and 

aterlins rate hae moved to 147 . 35. Aooordins to '11!1 

contact, the labor situation 11 to blame . 

BULL I TT 

U : DJW 
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DEPARTMENT OF STATE 
WASHINGTON 

.JUl\IUJ I, 1938. 

liy dear Mr. &eore\&rr: 

I enol oae f or rour conf14en,1al 1nforaa,1ou 

& copy of parapll.raae of Ulegru Wo. 8 of .Jaiii1U7 8 

to the !aer1oau J:abaaay, Lolld.ou, wUb regar4 'o a 

repor' 'ba' 'b• Oh1Deaa OoYer•en' 1a at pr .. ad 

negot1at1q wUb 'h• Ull1h4 8'aua Gouruaeaa' for 

& l oan. 

81Dcaralr youra, 

lnoloaura: 
lo. 8, .Jau~MZJ 6, 
' 0 LODdOD. 

The Honorable 

~~~ 

Henrr Xorgeu$bau, .Jr., 

8eornary of 'be Tra&IIUl'Y• 
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p.AJW'!RAU OF 'fKLJdtAM sa! 

TO: 1aer1cu llilbaeay, Lon4on, lnglaDd 

OATI: January 8, 19!11, 9 p.a. 

JO. : 8 

• 

Today the Britiah .labaeaador infcraad ua that hie 

GoYernaent had advhH. hia that the Chine .. .labaaeador 

143 

1n London baa epoten w1 th the Secretary for Foreign Affaire 

on llonday and aaid t hat t he Ohineae Gonrnaent waa d 

present negotiating with the Governaent of the UnitH. 

Statu for a loan of 135 a1111on dollar• f or ten yeare at 

3 percent and to be hauH. at 90. The Chill ... Allbaaeador 

told the Britiah Foreign Office yeaterday that an agree­

nnt had beell aignH. i n Waahi ngtOil for a lou of 150 . 

aillion dollare, but he could not definitely aay whether 

or ll.Ot the Uni tH. Statee Governaent were concerned in the 

loan. 

8o tar aa the Aaerioan Governaent i l concerlled there 

1e no bal11 tor thie report . The Departaent hal DO 

knowledge that prhate partiu have enterH. eny euoh lou 

arrangeaent. Sir Ronald LiDdi&Y 11 being inforaed of th11. 

'fhe Secretary of State, in hh aolt recent dUou .. iOil 

•Hh the Oh1Aue Aabael&4or in Waahi!ISiOD on thil aauer 

aentionH. the conetant ChiDe .. e1lver puroh&eee by Oll.r 

Treaeury, and aade cl~ that nn legie~t101l would be 

neoell&l'f 
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for anJ loa bf ,~~,. ~ ...... ,. 

001114 lhl"enor~ be quee,1caet bJ ne I%1Uell. 

TU&I~Arf abou' Roll a npor', ll.e •1 nate 'h&' '"• 
oourii.IIO' 11 41•ov.eeiq ao nola loaa •na.-oUoa. 

IDLL. 

IA: Lft 

144 
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Present: 

1.1r. Taylor 
J4r, Bell 

145 

January 7, 19~8 

Mr. Bell had prepared draft of memorandum to the 
President !or t he Secretary ' s signature and draft of letter 
tor t he President's signature t o Jesse Jones in regard to 
authorizing the RFC to c onsider lonna on new const ruction 
~to i nclude loans to publio uti lities. 

The Secretary suggested l eaving out the second 
sentence in t he second paragraph o! t he draft o! hie memo­
randum to the President, reading • In view of pr esent busi­
ness conditions, etc. • Mr. Bell agreed. 

The Secretary explained to J4r , Taylor as follows : 
1The only thing t hat is new, Wayne, is this: Dan and 
Jesse Jones came to an agreement that he was willi ng to 
say thnt any o! the I ckes money which he gets through sale 
o! bonds he would turn over to the Treasury provided t hat 
we would leave him his own receivables as a more or less 
revol ving fund; in other words, anything that he has other 
than RFC recei vables, t he money comes in and he turns i t 
over to us. It ' s a matt er of $600 ,000,000 or $7oo ,ooo,ooo. • 
Bell sai d , "He will have bet ween $700,000,000 and $800,000,000 
o! his own general notes and any repayment s , princi pal or 
i nterest , on those he wi ll use to make new loans, or if we 
w e this other arrangement he goes into the market and 
fi nances his own requirements. • HU,Jr addsd1 "Re agreed 
and t he President and I agreed to do it. That s t he only 
nell t hing •• 

The Secretary then read the third paragraph and 
thought i t was a l ittle contusing and Bell agreed it might 
be changed. He explained t hat what he had in mind was 
that"you have agreed to it only informallY and tentatively.• 
The Secretary remarked that there was no disagreement as 
between Jesse Jones the White House and the Treasury, and 
Taylor said 'Then I ' wouldn' t say that the waY you have• and 
Mr. Bell agreed. 

~,Jr then said: •What I would like to do is this: 
the l etter is a l i t t le rough. Supposing you people 
and improve it and I will salt t he President if he 

I think 
talte it 
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rlll give us a little time Onday. Supposing we three 
do it again Uonday, the lOth, at 9 : 45 a . m. • 

Mr. Bell also had with h1m draft of reply to 
Jesse Jones ' letter of December lOth to the Secretary 
re tinancing by RFC of ita own needs. Bell aa1d, 'You 
have never answered that and it 's right along the linea 
88 

t he one we have just been diaouaaing. You may not 
want to answer that until after t he oonferenoe on Tuesday. ' 
I!II,Jr replied, 'I think we can haTe that anewer ready and 
clean it all up.• The Secretary then said to Kr. Taylor: 
'layne, you are on record that until h1a balance sheet ia 
cleaned up, eo that does not check. I told h1m until we 
get legielation through which will olean up h1a balance 
sheet, he will refrain from of fering RFC securities to the 
publiC• 1 

Taylor remarked, •on the RFC balance sheet, the 
way it wae left before I went away was that on that partic­
ular point , as to interest, etc., there was nothing I could 
do about it and you were going t o talk to the President 
about it . • 

HU,Jr concurred , saying 'That's right . The only 
difference was should we refund to J ones the interest on 
t he money which he gave away for relief purposes and I said 
that any money representing i nterest that he paid into the 
General Account of the Treasury' I would not refund.' Bell 
said, 'That's my understanding. 

14o 

The Secretary t hen said, 1 That ohecke. So the 
next move is up to Jesse. Jesse can go ahead and put h1e 
bill through on the Hill cleaning up all those things. 'fhat 
we do about t he interest rate we don't have to get leg-
islation on that. 1 

Taylor eaid 1 No not on that, but in hie bill be 
provides for refundlng the interest .• Bell said, ' He waa 
t o work that out, wasn' t he, with Olarenoe Opper. I thollfht 
the Secretary decided that he would not go along on that. 
HU,Jr remarked ' But I said unless the President gave hie 
approval , I wo~ld not approve refunding to Jones any inter­
eat that RFO had paid into the Treasury.• Mr. Taylor 
agreed , saying 'That ' s right. • 

Continuing , BY,Jr said, 1And that ' s where we stand. 
Ir he does not want to take that, he can take it up with 
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tM President. It during my abaenoe be wants to do that 
then l t hink you and Bell ought to be there representing ' 
the Treasury or it he wants to wait until I oo• baok then 
wait. But that 1 s the position I took. This 1e the' poll1-
t1on l 1t he oalls you and it he does not want to accept the 
position whioh the Treasury took, I am ready ,to go and aee 
the President with h1m. 1 
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Bell remarked, 'The last I had waa that you would 
not r etund interest because it had already been oovered into 
the Treasury, but I d1d not know that you told h1ll you would 
go t o t he President , 1 HK,Jr replied, ' You were there. I 
u1d, 1It thi s is not agreeable to you, Jesse, we can go over 
and aee the President, but, I said, that 1 a the way the ~~attar 
stand a. 1 Bell said, 1 That1 s a good way to leave it . 1 

~. Bell next brought up tor disoussion a memorandum 
he had prepared tor the Secretary in oonneotion with Home 
Owners ' Loan Corporation. Be said: 

'The HOLC Aot now contains a provision whereby it 
can sell its bonds and with the prooeede buy t he shares or 
the Federal Savings and Loan Aeeooiations or the debentures 
ot the Home Loan banks up to $300,000,000. Now they have 
spent over $200 ,000 ,000 ot that money tor the shares ot the 
Federal Savings and Loan Aasooiatione and have not used any 
or it to buy debentures ot the Home Loan banks. Now they 
want to use the b~lanoe ot about $90 ,000,000, keep it there 
so that they oan clean up the Federal Savi ngs and Loans situ­
ation by buying ahreaa or thosa institutions where they have 
co~tted themselves or strengthening the institutions al­
ready approved. They want a new authoriZation o! $300,000,000 
ae a cushion only, so t hey can have 1t more or leas as a guar­
antee tund whanever Home Loan Banke need money in times o! 
streaa. 

•one way ie to increase the present limit ot 
$300,000 ,000; the other ia to authorize the Secretary to 
purchase $300 000 000 ot aeourities Just the same way that 
You now have ~uth~rity to purchase FDIC, HOLC, federal farm 
t!ortgage or US Housing Authonity. You remember, we dis­
cussed t hle t ne other day and we thought it lll1ght be a good 
1dea to have HOLC out ot t he p1oture and let it oarry on i ta 
corporat i on !unctions i n connection with the bonds that it 
has laaued on mortgagee . Tallting to Wayne yesterday, he, 
I think , had a d1!terent opinion and he preferred to leave 
the Corporation in t he tield and not have them oo~ d1reo t 
to t he Treasury. Be can apeak tor h1meel! on it. 
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Mr. Taylor responded: ' You see , you ha•e got these 
two systems, one i8 FCA and the other i8 what you 111ght 
describe ae the Federal Loan. The relationship between 
the seour1t1ee 1e practically identical. With the Federal 
~nd Banks securities you have ne•er had the power or the 
Federal Land Banks oollling direct and selling their obl1ga­
t1ons t o the Treasury and I ••• • 

Interrupting, Wr. Bell said: 'You don't have it 
now; we have had 1 t. • Continuing, llr. Taylor said: You 
t.ave tbem clearing through the Federal Farm Mor tgage Corpor­
ation. I think we ought to stick to that principle in this 
case . 

HU,Jr said 'I can' t get hot and bothered over it 
because I haven't studied it. I think this looking forward 
to closer coordination in all these lending agencies -- I 
think we ought to work out a patt ern which i s the best way 
to handle thei r securiti es. I don ' t know which is the best 
way, but I do say it should be uniform. Waybe Farm Credit 
1a wrong in hAndli ng it that way, but I do think it woul d be 
a uUstake to handle it one way in Farm Credit, another i n 
Home Owners ' Loan and another in United States Housing.• 
tlr . Taylor remarked, "It 1 a all part or the same picture. • 
HM, Jr sai d , 1 I don ' t know who i s right.• - Mr. Bell then said, 'I don ' t know that it makes a 
lot of dtrferenoe to the Treasury. We already have author­
ity to purchase Federal Land Sank bonds. In the first few 
years or 1t8 existence we did purchase $200 ,000,000. There 
1s a little difference between Hollie Owners and FCA. HOLC 
can carry on until its Job is done. I mean t he Federal 
Farm Uort gage Corporation can do that, but OOLC is out or 
the pioture a8 rar as new business is concerned and from 
a Budge t standpoint I think ROLC ought t o be considered in 
liquidat i on. 

Mr. Taylor suggested, •Ir you do nothing , I think 
he's all right . • IU.!,Jr inquired, "If you do nothing, what 
1a hls situation? • Taylor replied, 1 I think if you do 
nothing he ' s tine until you review that whole pi cture. 
He' s got a perfe ct ly good market.• Bell said, •one t hing 
t:orry1ng Delano is solll! times you r un into a e1 tuation like • ~!arch 1 33 when he could not sell his eeour i ties for anything. 

Mr. Taylor said, • I would certainly le~ 1t ride,• 
and HU,Jr agreed, saying •1 would let 1t ride. He then 
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then asked Wr. Bell ', ' Do you reel very keen about itT • and 
aell answered, •No. I am Just arguing Delano' a aide . He' a 
got $90 ,000,000 cash.• HK,Jr then decided, 1Let1 s let it 
go. ' 

Mr. Bell then said, "The only thing I have left 
1s the Sinking Fund letter. I hate to keeo bother ing you 
about it.• HU,Jr said, 1 Why not? Xou Just had to change 
that page .• Mr. Bell answered, 'Xes, I changed that and I 
have apologized for not answering.• HK,Jr signed the 
letter. 

The Secretary then discussed with Wr. Bell, Wr. 
Tayl or and Wr. l.loReynolde the desirability or eeCil ring an 
assist ant for Taylor. He said that what Bell had said 
about t he importance of having a continuation from one 
AdQ!n i stration to another or a Civil Service employee. 
He suggested Kilby. Bell said, 'Kilby is a good man. 
Of course you are taking him out of a place where he is 
needed. Broughton is not well . " HU,Jr said, 1 He could 
sort of break somebody in t o take hie place. In looki ng 
all around t he people tha t I have cont ac t with, I don 't 
know anybody -- he has good personal i tY! his figures are 
accurate; he does not get ruffled. ' Taylor said, "I check 
completely with t h e Civil Service i dea ; that you have to 
have continui t y • I t hink Kilby is a fine fellow.• 

At this point, Bell said, 1 Xou could not question 
Kilby ' s ability. That stuff, up t o the time it gets to 
be an issue , baa always been handled by me or my predeces­
sors; was never handled in t he Seoretart' a office, but_,. 
offi ce always cleared through the Assistant Secretary or 
the Under-secretary 1n charge of finances . We always be­
for e , understand, had an Under-secretary in charge of f inance& 
and it always cleared t hrough that office; never through 
the 5eoretary•

8
. • ThenSecretary Taylor said, •The only 

other fellow I thought of was Heffelfinger.• Bell said, 
'He's a good man; one of t he beat around here . • 

HM,Jr then instructed ~. McReynolds to work on 
it and have a nominee f or him when he returns from Sea 
I sland. McReynolds then remarks~, •xou are taking awaY 
Dan's place in t he Treasury.• g-,Jr explained, "No, I 
am tal king about Wayne Taylor's place, the independent 
agencies and I have been carrying the flnal responsibilitJ 
and it's very hard on me.• McReynolds said, "I know, 
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but if Danny wae not Acting Director of the Budget t h ie 
1
eeting would not take place. I think Bell would 11lte 

t o be baolt in this spot and I don' t want t o till it before 
Dan gets loose from the Bud.get. • 

!Uoi,Jr then said, "How, wa1 t a 111nute. Dan lr.nowe 
£e very well and he ltnows I alwaye say Juat what I thinlt. 
Danny came to me several weelts ago and aaid he thought of 
aaking a deoie1on. 'l'aylor came t o me before he lett on 
his vacat i on and he was all hot and bothered. It all wee my dailY worlt very diff icult. Frankly, I want it 
eaootheed out . You, Bell, have t o rely on IIOMbod7 who 
would be a sort of l .ia1son between Taylor and the ColllDUe-
si oner of Aooounte and Deposit• and m1 office. Now, th11re 
1s enough t o .keep one man buey Just being there i n contact 
with the f inanci ng of the independent agencies . It' s a 
full- t i me Job. I say b etween now and the 2~th, when I 
come back, I should think the three of you could work out 
some suggest1onR. And I want to say that Bell i s t he first 
man to say to me that he personally feels that the thing 
is sliding between. 1 !.!r. Bell said , • sure I do. I thinlt 
you are right . I think it ought to be straightened out. " 

Mr. McReynolds t hen remarked, 1I was merely hoping 
that some day we would ge t a break and get Dan baok in the 
Treasury. 1 

HU, J r concluded the meeting by saying, 
1
I beg of 

JOU, two weeks from ~onday please have something for me . • 

oOo- oOo 
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~~~~ TO TilE PRf§IQpt; 

B:r :rour MIIOl'andu. or Deoelllber 2), 19.37, JOU referred to 

• a drat't or a letter pNpe.red b7 .r~~ .. Jones, ad4reaeed to hiaaelt, 

tor your sl.g!lllture , m1ch would authorise tbe Recooetruct.ioo Fi.Daaoe 

eorpor• tioo t o consider loans on DeW cooatructioo and pl&At u­

p~~~doc at rates and teras tbat tba borrowers can a!tord to -t; 

!ncludin& loans to public utili ties tor ext.enaioo and iaproY-t and 

properti es ot nrioue che.racter upoo which tbe Rooewsk &e•t• N a 

~f-t. 
&lpa aUlA\. llort&age C011pen,y aigbt -.ke loans, and a eked M to epealt 

~o JOU about tbia .. tter. 

You will recall that we bave discussed on prerloue occasione, 

IDd since :rour Budctt s-tion or October 19, 19)7 mich placed certain 

re~rietiooe upou tbe lend'nl aotiYiti ee or the Reconstruction Finance 

Corporetioo, tbe quastioo c1 peraittins tbe Recoostructioo F~ce f" ,, A 

C<rporation to aalce loans on cc.aitMnts already";~ :1' ~be .. :;... :r 

the B\WJget S'-tic::m. { In d v sf pa aii&it baamaaa eoud:tttwa, it ~ 

a 1 1 ·t +h·g reetrietiona but I would not wut 

k 1ee ;rou peralt the Corporatioo to ap,i.D euter tbl li.e?d a' 1'""'"•C 

tcz gauatal pwpuwa at Qtte tkz 1 1 abwta pUfil to aut' Q' ' rts •· 

~-da,-e •• aw lheWii df mse oGIBili d&iiltiwu aM ace &pzoou 

wf theh owe esse:• u1Wseeli =o oi»Jsz•w liW ilia laces '·) 

Furtber.ore, I baY& IDSer _.idaretioo with lb-. Jeil .. , 

thU eatter • ea diacwaed with JOU at the tiM that •• dieeuaaed tbe 

Blldj:et lluaase, tbe quaatiOD ot peraittiJII tbe JlacoestruotiOD FinSMe 
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~t.ioD to fl.DaDoe 1\8-~u b7 tile aal.e of 1u abU.­

uc- 011 the a&rUt.o 'fiiU 110'1114 t.aU the Jleo~J.a p!Mrnl 

eorpontioD ~lph ud uprdlt.vee oa of t.be blldpt. fie-• a:KQept. 

U>at tile proceed• troa tbl eala of All7 Pabllc won. AdalllhtNt.iOD ob­

J..I&&Uooe held by tbe RecODIJt.ruct.iOD FiDaDoe Corporation would ~OM 

!DID the Tre&au:r)' ae a re~t. oa aooOUDt. of tbe Recoa~t.iOD 

naance Corporetioo notes bel.d b7 the TrMa'IIZ')' and tblreby be a credit. 

op14et bud&et expendlturee. 

I euu .. t , therefore, tb&t 7011 aip the att<oched latter to 

Jr. Joaee et<oti.D& that 7011 1101lld prefer not to eip e ceMr&l letter 

ot tbie character et thie tbe but wUl consider fro• tbe to t.i.ae, 

u the sit111t1011 dpanda, each clue of lO&Da and before approrlll& 

Ill)' general ol.Aea wlll wa.lt UDtU after he and tbe Secretary of tbe 

Treeeur;y ha ... ooae to aoae acre-nt on the fi.llanC111i err&DgMeota. 
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11;y dear Jeaee: 

'· • 

You left with .. , OD Dec .. ber 21, 19.37, draft 

of a letter for rq aipature authorbing the Reconstruction 

fiJw>ce Corporation to again enter the &eoeral. 1'1eld ot 

leading. 

'lihUe ther e -7 be need for leDdin& in particular 

field a mere credit ia lackin&, I do not at this tt..e wi,ab 

to giYe you general instructions r egarding this -tter. 

~!t';it'b:; !;~,: •u•l••a, I would like tor you and 

the Secretary of the Treasucy to c001e to a011e agreement ae 

to your future financial require•ente end tbe •etbod by 

•hicb the tUDda cen be raised. In the Mantt..e , I aball 

be glad to consider each class of loans that MY be necea-

Ul')' to Met the S..ediate &ituation. 

Veey truly yours, 
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o.o-.r 2), 1937 

IIDIOIWIDOII POR 

'!'HZ S!CRBUBY OF 'I'D 'fJW.SUIIY 

Will JOU apeak to .. 

about tbJ.af 

F. D. R. 

Dear Dan· 

Plnaa apeak to .. tt. ~~ext tiM 

I Me JOU• 

B.II.Jr. 
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Deoeoobar 21, 1937 

De&r Jeeae: 

(When I wrote you October 18th to reatrict RFO landing, I 
111 workine tonrd a balanced budget and tha withdrawal or tM g0 .,_ 

1ruent !1'0111 the landiDg field, but)dua to the apparent lack of credit 
tor aew conetruction and plant axpo.asion at ratea and teras that 
borrowers can afford to .eat, I wish your Corporation to coneidar loans 
ot tbia character. ~~ ...,r.·vc: . • M-4 ...-".:. • .., d<.. 

You aight include loens to public utilities for extebsions 
&lid t.apronmenta UDder your authorit:y to u.ke industrial loeDa. Iou 
liiht alae offer t o ll&ke loans f or the conatructioo of new busl.Dess 
properties of Y&ricua character through The RFO llortgaga Co;zopo.DT, 
obare there appears an eccnaodc need for the buildings, and where the 
loans can be aade on a soUDd basis , · 

In order nowaver for your l ending not to affect the current 
budget, your requi.re~~ents should be provided through the sale or your 
securities t o the public instead of borrowing troa: the Treaeur:y. 

Your capital stock or $500, 000,000, wh.ich you advised 111e 1a 
mU.paired , should give you ample borrowing capacity without ever 
C4ll1ng upon the Treasur:y. 

fa bave daiiOilatrated that the gova1'1U1ant can l end intelli gently, 
and mile it ia -.y intention to get the government out of the lendi.o& 
buainess aa earq as possible, credit IIUat be aY&Uabla for all wortb.r 
purpoaea it people are to baYS work. 

I t aa:y be desirable to ask Congress to aaend rour Act per­
aittlll& loans to aun.icipo.lltias tor cooatruction purposes, psrticularl7 
tor tbe purchase ot aatarials in cooperation with relief labor, t.aldng 
securities that :you would later sail to tbe public aa rou bave bean 
doing witn PW.t. securities and your own salt- liquidating loans . 

Within the liaits or your Act I desire that you giwa consid­
eration to the cberacter of loens heralD an .. erated and authorize tb8111 
•hen 1n tne Judpent or your Board a proper and ueet'ul purpose will be 
•er.ed, 

lSJ 
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RECONSTRUCTI ON FINANCE CORPORATION 
WASHINGTON 

December 10, 1937 

Dear Henry: 

In view of the app~rent necessity for 
a continuation of RPC lending for some time to come, 
I suggest that in accordance with the provisions of 
Section 1 ,.!' t:he Reconstruction Finance Corporation 
Act, &s uendeo, :.::!'t 1e ~ou a all our notes to 
investors as we need the § ibt fUrther disburse-
a~ents on loans already approved and for any new lending, 
and for such additional amount as me,y be necessary to 
return to the Treasury the budget estimate for the 
current fiscal year for this Corporation. 

In tllis way we would be able to finance 
ourselves Ylithout affecting the current budget , pro­
vided our funds were t reated by you in t he same manner 
as funds of other governmental agencies which borrow 
direct instead of from the Treasury. 

The RFC Act contee~plated tbat our re­
quir&~ents in excess of our capital stock would be 
obt ained in this manner. 

Sincere!)' yours, 

/s/ Jesse a. Jones 

Chairman 

Honorable Henry Worgenthau, Jr. 
Secretary of the Treasury 
Washington, D. C. 
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ot the Cit)< ot •- Torll: 

lfttoU 

Aut;~tat 11, 1N7 

Honorable Henry llorr;entbeu, J r,, 
Secretary ot the Treuury, 

'lfuhi.Dgton, D. c. 

~oar Secretary llorr;entb&uo 

The eo-called Victory Libert)< Lo1.11 .Lot &a amended 
(u.s .c. Title Sl , Sec. 767 ) now prod de a aa tollowu 

"There h created in the Treaaury a Cllallathe 
oinlci.Dr; tund tor the retlreMnt ot bonda 1.11d notu 
iaaued 1111der Seotiona 762 to 765 and 767 ot thia 
Title •••• 1.11d the Firat Libe rty Bond Act •••• and 
outstanding on July 1, 1920 and ot bonda and not11 
thereafter lsaued 1111der &ay ot 1 I.Ch Saotiona . The 
oinking tlll1d and all additionl thereto are hereby 
a ppropriated tor the pay.ent ot auoh bonda and notea 
at Mturity o r tor the radeaption or purcb&u there­
or before - turi t)< by t he Secretary ot the Treu ury 
at auch prloea and upon such torma and conditione aa 
he ah&ll prescribe and shall bo aY&ilable until a l l 
ot auoh bondo and notea a re retired. The average 
coat ot the bonda and notoa purchued ahall not ex­
ceed par and &corue4 1Dt •reat . •••• For each tiacal 
year until all auoh bonda and notoa a r e retired there 
1a hero by a ppropri.ated out ot &ay 110ney iD the Treuu l')', 
not otherwiae a ppr opriat ed, tor the purpoaea ot ouch 
sinking tund an • ount equal to t he aua ot (1) 2 1/2 
per oentua ot t he a ggr ega te ..ount ot ouch bondo and 
notea outatanclinr; on J u ly 1 , 1920 , l e11 an &IIO\lllt ~ 
equal to t he par .......,t ot &ay obligetiona ot toreir;n 
r;on,.....nta held by t he Unl.ted St&t11 on July 1, 1920, 
and (2) the intoroat 'tlbioh would hue been payable dur­
ing tho tiaoal year tor which the appropriation ia 8&d• 
on t ho bonda and not e a purcha aed, rodoeDOd , or paid out. or 
tho a inking fund during auch year or in previoua yoara • 

Secti on l508 ot t he s-r,anoy Relief and Conatruction 

.l.ct or 1SS2 a ppr oved Juq 21, 19S2, md Seotioa 210 ot t he Jat.ion&l 
lndllatrial l!eco,.ry Act , a ppr oved JUDe 16, 19», provided tor the 

&nnual addition ot oert&i n turtber aUM to the ainll:iD& tulld oro&ted 
by the above '!IIOted V1otol')' Libert)< Loan .Let, but did not inorea• • 
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ChUI National Banll: 
fh'ot tho City ot J ew Torlt 

• 

t'Ot Bo11.. Bflllr"J' llorgentbao>, Jr. 

tbt oua~lati'ff f eature ot the e1ll.ltill.t: tuzul . 

lheet Jo . z. 

r r oa the paaeas e ot the Vlotory Liberty Lou Act 111. 
1919, until the yea r ell.d1J1& 19M, the full -..t ot tbie •1ll.ltill.s 
twld appearo to have bell!. eubetl.ll.tialJ.:t expmded current4' M cb yMr 

17 the t reaaury Depart.e11.t, whether the Conm....t•a financia l op-
11-atlo .. ohowod a detlcit or a aurplua or were 1n balanCe. for the 
ytor ondint: l9St , ho...,ver , t.11. unexpended balt.Dce ot l 79 ,&6t,8S6 • • 
oorrled over into the year 1935. len rtheluo thil •oarry-over • no 

1uhttantlall:t expended 1n tull in the year l9S5 toge ther w1.th the 
OMUal tJ>Ouut ot the ainldng tund tor that year . For the yea r ondint: 

l936 , however, it a ppears that l lt9, 88&, 622. 89 ot the required ..aunt 

ot tho sinkint; fund -• not expended. It further appearo troa the 
Treuury DepertNnt press relea11 ot July 2, 1937, that onl:t 
1104,000,000 was e xpended tor the ainklng tund 111. the year l 9S7 in­
atud of the tull requirement or 1723 , 000, 000 , and that thia lag in 
tho operation or the sinldns tund , coup !ed with the annual e1nldnt; 
1\md appropriation t or the year 1938, baa creat ed an unexpended 
b&laneo in the linl<int: tund ot $1 , 200,000,000. 

While it io true that fro• tho point or view or the 
Uol~d Statos Govornmont under tho present condition ot i ta budt;et , 
<OilPliaoco •·.1. th the a1nltint: tund requirements and the rotiro...,...t ot 
dtbt thorsby ulcoe no not change 1n the principal IJIOunt ot the 
~blic debt (thoup. i t •Y ,..11 attect interest rates on ouch debt), 
it -ld • • • that prompt and tull CQIDPliance at a ll ti.Me w1.tb tho 
roquirO!IIents or the Act concornlnr; tho sinldnr; fund ns iaportant 
tor tho following reaoon11 

l , Tho Act providea that t or eaoh 1'1act.l year thoro 11 

&ppropriatod for the purpoaee ot ouoh ainldnt: tund ( 1) 2 1/21( of the 

" ' rogat e net • ount of hondo and notoa outot~>nding on July 1, 1920, 
l ad (2) t ho lntereat which would ban been p&)lablo C!urint: tho flacal 
1 0&r on tho bonde and notoa thllrototoro purchaood or rodooud 
t!lrough tho operation or tho a1nk1ng tund. l'llus , t here Ia t.ppro ­
prittod annually for the purpose• of tho a1nlt1ng fund not onl:t a 
thod t.IDcunt oatabl1shed by the 2 1/21( prorlaion, but a ~tcondary 
credit C\IJOilatho in cbar&oter baaed on tho 1ntereot which would 
hno beon pald on r etired bonda . Unleu the oink:1nj; fund h 
Optr&tod year by year u prorlded by tho M t the progrosainly 
~lati•e act ion of the t1111d through t~io oecondary c redlt 1• 1a­
p&1rod and tho pla n aDd pu~pou or the .t.ct to this oxtont wlli1'1od. 

2. A dltro&t.rd ot what would sooa to be the -.ndatory requi r e• 
•cto or tho .t.ot by ta1lin& promptly and currently to expend tba 
•lntlor; fund and by cb&r&1nf> the oporatins budt;ot of tba GoYirnMilt 
••ly Wi th the u:ount which the Treasury Depart.ent dotendniO act.l&ll:t 

to upend roaulta in &II. atp&rent but not a rMl r oductlcn in the 
turront Gonnuoent de t1ci It corroooondi"CilY reaulto in an un-

• · t 1 o in oub• 
•rronted increase ot t he ohargoa at;a1nat Govtl'lllleD ncom 
*'•uont yoaro . Added to th.lle unfortunate r11ulte 11 tho dhtortioll. 

16:1 
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!'!: C!l~~. 1/at iooal Bank 
· ' of. t ht Cit·, of le• Yorlc 

1'6.! 
Sheet lo . a. 

'l'Ot Bon. BOlli")' Mort;enth&u , Jr. 

of tht truo polition or the tillano\t.l open.tiona of tb. Goni"IUM11t 
tor a partioul~r year 1n coii{Worioon rith other yeara when tile ainlc-
1"' rund roquireaento h~Te been or are hereafter tully ooaplitd rith , 
001 of the DtOollary &lld iaportant faotora for a true ooaparilon 
ot tho financial operationo or the Governaont between ono year and 
another 1t dt~troyed, 

s. To poo tpono the uquiro-nto of tho oinkin!l fund and thua to 
pll• up a lar&• unexpended credit .ay ... u han All aYon 110ro unfortu.uto 
result tllan tho diatortion or the picture or the financial oporationo 
of tho Gonnment troa year to year , Thia 1a th&t tile aocuaalatod 
...,.,.t • Y aTtntua lly btoo .. so lart;o that tho hooeleuneu or atteaptint; 
14 perfono thh pootponed and piled up financial obll&ation rill end 1n 
tilt ccaplote aband~t or tho a1nlc1nt; tund, 

4, Tho taUu ro to expend thia oinlcint; tund aa it co .. a into 
enotenoo dootroyo one of the 1aportant torcu in tho •intonance of 
tho •rkot price or GonrnMnt obligation•' a t oroo which holder• of 
GontlllUnt obl1t;at1on• 'IIOuld so.,. to have tho right to look to by 
tiUOI1 or tho proviaiono of tho Aot, apart fro• ao,y question ot 
whether tho Aot 11 t. "contract 111.t.de rith tho bondholder by Congreaa", 
u it wt.a eo characterhed by Congrosallt.n Garner t.t the hearingo ~ 
the House Colllll. tteo on 7raya and Ileana in 192S 'Ohen tho Aot was slightly 
&aended. 

5, It 'IIOUld a ppear clea r troa the text of tho Act , a.o well &s 
troa tho recorda of Cont;roao relatint; to ito pueago, thot tho •tter 
of tho proapt expenditure or thia s1nlcint; tund, to tho oxtont that 
obll&• tiono •turo or are aftilablo tor rodeaption or purchue at 
an &Yttl&o coat of not oxceedint; par and accrued intoroot, dooa not 
lio within tho diaorotion of the Secretary of tho Trtt.oul')' o Thlo 
'rin b contiraed by tile practice conailtently folloftd by tho 
Trouury Dopertaont in poriodo of both aur pluo and dotioit tor fourteen 
Ytlro oineo tho Act - nt into effect, It tho oxoroho of tho tunction 
•ut td in tho Secretary of the Treasury 1o diaorotionary rith Ilia, 
It would ooem to follow tht.t he ht.o the poftr to ouopend tho appliea­
Uon ct tho oinking tund to the r edeaption or tho oation&l debt in 
periodo ot ourpluo t.t woU ao of deficit , 1n sood t.a in bad tiao11 
that ho co-n ot hit own 1110tion br ing about a to- called balanced or 
unb&lanotd budget oiaply by t&ilint; to ooaply rith , or alternately 
•••ply!.ng with, the proYiliona ot the .Lot , t.nd tht.t ho can ouopend 
indtfl.nitely tho applica tion of tho Aot , Tldo hardly oooao to bo 
•!thin t ile coat•plation or tho Act , or rith tbe general uncltr• 
!tandl.ng ot tho P\lr pooeo and aato,.uarda aooooiatod .t tb tho tora 
•l.nlc1ng tu nd" • 

a . Froa tho rooordo or tbe Cont;nll rela ting to tho pungo 
0~ tho .t.ct, it would oo• to baTt bee the intention and •xpoot!:tion 
o. tho Congreu that thoro ohould not bt repeated under thh 
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lh• ~~. J&tloli&l llaDk 
of tho Cl t y ot low Tor._ , ,.,_. 

Shoet l o . 4. 

'!'Ot llae . llenry llorputbau, .Jr, 

wblt •• oonaldored to h&n bee tho roprehonaiblo t&llure ot ouo­
•ouln ldlliniatr&tlou, to ob .. M'o tho pr onoiona ot tho Cinl W&r 
SIJ>IdnC Fund Aot. It 1tl)\lld •••• to be v.J>rortun&t o it &ttor & 
trtdltlon of fourteen year• ot t&itht\11 oo~~pli&noo with the Victory 
L!borty Lo&n Act , both 1Jl ye&r e of deficit &I Will &I 1n yeare ot 
ourpluo, tho Tro&aury llopo....-t ehould now t.b&ndon tbh eoiiDd 
t rodltion . 

Thil l!&nll: 11 & l &rr;e holder ot ao ... ...,_ .. t oblip.tiona. 
1 oa rt.ll in& tho10 Mttore with JOU ao lolJ iJI order th&t I MJ be 
fltll)' aod accurately iJitoraed Oil the eubjeot. To thh elld I ...,u14 
approclato l t it you WI>Uld oorreot - iJ1 ~ U...~"Ur&OiOI or aia­
&;>prehcdooa th&t •1 be oont&illed 1Jl thi.l letter u ... u.., rt~ 
.. ouch oo- nt u you ocmoider &pproprl&to to Mke upoll tho £t A.­
tatl ... attitude ot tho Seo,..t&ry ot the Troae llt'J ta-rde the require• 
MDtl aDd purpoe u ot tlw Aot. 

&eepeottully your1 , 

(Siped) Winthrop w. Aldrich 

Ch&ir.a~> Bo&rd ot Dirootor• 
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I 
reply refer to 

Wy dear Wr. Beoretary: 

DEPARTMENT OF STATE 

WASHINGTON 

January 5, 1938 

As stated 1n ~ letter of December 15, 1937, 

acknowledging receipt of Treasury Department ' • confi­

dent~al memorandum on Japan's foreign exchange re­

eouroea , this Department has been engaged in checking 

and revising ita report on the same subject in the 

light of the Treasury Department ' s memorandum of sub­

sequent information. 

In aooordanoe with the intention indicated in my 

168 

letter of December 16, I am enclosing technical comments 

prepared in the Offi oe of the Economic Adviserj on the 

Treasury Department's memorandum, together with summary 

comparison with earl ier estimate made in this Department. 

Binoerely yours, 

The Honorable 

Henry Morgentbau, Jr . , 

Beoretary of the Trea•ur.r • 
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BE !II COllE TAX SE'l'TLEKEIIT PROCEDURE January ? , 19~ 
3:00 p .m. 

present: 

a.I! .Jr: 

Gr~ve s : 

a.~ . Jr : 

llegi ll : 

Graves : 

llagill: 

Graves : 

llagill: 

Graves: 

llr . llag111 
llr. lfcReynolds 
Yr. Graves 

Well , Colonel? 

Yes, sir . 

Professor? Doctor? What ' s the meeting for? 

I don ' t know the -Graves has got two proposals, as 
I understand it, one having to do with the New York 
Collector s ' offices, the point being that you' ve got 
four - or is it five . Collector s up there? 

Four operated in metropolitan New York area . 

Operated in metropoli tan New York . And you get into 
n.good d eal of confusion as to where returns should 
be filed, and which fellow i s to make the examinations, 
how to get r eturns from one office to the other . And, 
ns you know, the Internal Revenue agents operate 
separ ately and independently, and t here are several 
of t hose offices up i n metropolitan New York. 

Tbree . 

So be ha s another plan ror coordinati ng some of the 
work of the Internal Revenue agents . 

That ' s t he preface . I think you (Gr aves) better 
give the Secretary a little of the Collec tors . 

I think Kr. Magill stated the Collectors situation. 
The two a s a matter or tact, are not r elated except 
tha t th~y happen to be in the same area and both in 
the same Bureau. And both tO IllY opinion ought t o 
have at tention but they don t belong together. Either 
could b e handled alone . • 

The propositi on that you spoke to me about at your 
house on sunday had to do with Revenue agents, as I 
under s tood you, which had more •• •• 

No I was thinking more or the whole - the way I 
put it wa s this: I •d like to start with the man who 
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contacts the taxpayer and work backward. That ' s the 
way I put it, didn' t I? 

That's right. 

t hat's the way. I mean s tart with the fellow who 
cont acts the t axpayer and work from him straight 
back t o the Colllll11ssioner, ins tead of going from the 
Commissioner down. · Now, wher e is that in conflict 
with what ~egill wants or you want or McReynolds 
wants , or aeybody else? 

It's not in conflict a t ell . 

It isn' t in conflict at all . It's Just a matter of 
fitting what you're saying into what you might call 
the s t atutory limita tions of the present systea. 

Nell, how is tha t to be done? 

liell now, go ahead . 

'II ell, I ' ve put on one piece of paper •• • • 

Vlell, r ead it . 

••• a pr oposal tha t relates to the rtevenue agents 
business . 

All right, read it . 

"Set up in New York City an administrative sett l ecent 
group, accountable direc t l y to the Deputy Commissioner, 
to dispose of deficiency and overassessment ca ses that 
have been closed without agreement by the agents in 
charge of the three New York City districts . 

"This group should be composed of the best settlement 
men available (probably not f ewer than thirty or 
forty) chosen from the technical staff, the Conference 
Uivision, the ~ngineering and Valuation Division, and 
the field offices, and should be headed preferably 
either by Mr . Marrs , bead of the t echnical steff, or 
by ~r. Uooney, bead of the Conference Division, each 
of whom has shown outst~nding ability in the direction 
of settlement work." 
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That lfould mean that that settlement unit would be 
located in New York City . 

Yes . 

"The new settlement group should (a) grant a hearing 
to every taxpayer who, af t er full discussion of his 
ca se in the office or the r evenue agent in charge, 
stil l protests the agent ' s findings; (b) make on 
benalf of the Commissioner a final administra tive 
det e rmination of the deficiency or overassessment, 
and endeavor to secure the taxpayer' s agreement 
thereto; (c) send the case back to t he agent 1n 
cnarge for such action as may be required to c arry 
out t he determination, including the issuance of a 
statutory notice of deficiency" - tna t's t he 90-day 
letter - "Nhen necessary; and (d) negotia te settlement 
after the issuance of t he stututory notices whenever 
it seems advi s able . 

"l•ssign to dut y at New York a picked group of attorneys 
( probably not fewer than twenty) from the Chief Coun­
sel ' s office to ( a) advis e the administra tive settlement 
group, on r e(iuest , with r espect to legal questi ons ••.•• 

•~a it n minute . Start there uga in. 

"Assign to duty a t New York a picked group of attorneys 
(probably not fewer than twenty) from the Chief Coun­
sel ' s office to (a) • • • • " 

You mea n the General Counsel? 

Yes . 

That's right . 

••enchel' s office . Chief Counsel is the term they use 
for the head of the legal group in the Bureau of 
Inter nal Revenue. · 

~ ••• to advise the administrative settlement group, 
on request with respect to legal questions eris!ng 
in t he con;ideration of t axpuyer s ' protests; examin~ 
ca ses in whicn sta tutory notices of defi cidency ere t~on 
be issued and advise whether the proposed eterm ne 
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can be successfully d efended on appeal ; and to 
represent the Commissioner in tne trial of appealed 
cases before the Board of Tax Appeals . The legal 
staff should nave no authority to settle cases 
independently of tne administra tive set tlement group. ft 

Now, the next proposition •••• 

raw t do you want that group up there for? If you're 
going to have the other people there, why do you need 
the second group? 

Here ' s the situation. At the present time a substan­
tial fraction of the inco~e t a x ca ses in New York, 
and 1n terms of money the most of the cases, ~8Jl..Jlot 
b~ s~ttled up there. They are brought down here to ._ 
tne <>ureau, so thE.t your taxpayers with respect to 
those ca ses have to keep shuttling back and forth. 

Well, bow does tbis nelp it? 

You put th~ settlement authority right •...• 

It ' s going t o shuttle back and forth, but it goes 
between the taxpayer and Mr. A, who i s 1n New York, 
instead of • • .• 

No, you have Yr. A in Washington, and Mr . B and Mr. C. 
You have three stages in the consideration of t ax cases 
here, so tha t if your taxpayer i s not satisfied with 
the determination made by tne r evenue agent in New 
York, be comes here and first he talks to the people 
in the Audit and Review Division. If he can't get 
them to propose a settlement that is satisfactory to 
him, a ll right, he asks for another conference berore 
the Conference uivision. And if be can' t come to a 
conclusion that is satisfactory to him with the 
Conference Division, all right, he lets the t hing go 
to 90-day letter, after which ne then may have a chance 
to compromise or ad Judicate his case either with tbe 
technical staff or witll tne Cbief Counsel ' s office, as 
he may elect . 

I s tha t 90-day letter written into the law? 

Yes. 
Yes . So this proposition, Mr. Uorgenthau, would 
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substitute one settlement authority for three . 
That ' s what this would do . 

196 

Well, be goes in there, the way you have it there 
and you have, you say, a representative f r.om the ' 
technical starr, and t hey l i sten to this t axpayer's 
case . And if they come t o an agreement, they can' t 
sign him up there; t hen it' s got to go back to the 
agent, doesn' t it? 

It onlY goes back to t he agent for r outine • ••.• 

They ' d sign him up . You're talking about my 
proposal? 

Yes . 

They'd sign him up there if he agrees to it . 

Can they sign him up on the spot? 

That ' s right. 

But if he doesn't agree •••• 

Then the t axpayer would appeal . [is only r ecourse is 
to appeal t o the Board of Tax Appeals . 

11hat I envisage is this. Can you hllVe - like 11 court, 
but instead of a court have s itting at a round t able 
every s ingle agency of the Tre~< sury that has anything 
t o say a boiL the taxpayer? 

That ' s what we ' d have oer e . 

tio tha t if this t axpayer comes in and he sits in and 
he ' s arguing should he pay $50, 000 or $100,000 and they 
come to an agreement tha t this telloR should pay 
$75 000 that you have in tha t r oom everybody tha t 
bas' a nything to say from the Treasury - •O .K., we take 
seventy-f ive. Sign it. It1 a finished . " 

That ' s the idea . 

Exactly what he ' s proposing to do. 

I mean so that there ' s nothing else, so that t he final 
decision is then and there. 
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That ' s this. 

I mean i n this r oom there would be a representative 
of the General Counsel . 

That ' s right. 

~itting in this r oom . So that if t hat man says, 
"All right, I' ll settle f or $75, 000" - "All r i ght, 
sign on this piece of paper. " And it' s settled then 
and there. 

Tben and there. 

No matter how big the case is. 

Tha t 1 s r ight. 

Well, that isn' t the way - you don't get that from 
lis tening to your descr i pt ion, but that ' s •••••• 

1/ell , that ' s what i s contemplated here: t hat this 
settlement group would have all of the authority tha t 
there is i n the Treasury Department to settle a case; 
tha t if they can' t s ettle a case • ••• 

I s t ha t wha t they do in England? 

• • • t hey send the s t atutory not i ce to the taxpayer, 
and his only recourse is to appeal. 

They settle these things right in t he field? 

Yes . 

Now look, before you do this - and then sending it 
back to the agent -he ' s just the clerical • • • • • 

That ' s right. 

You didn ' t make that clear. 

Look before you do this thing, I'd like to set up 
one ~ourt , instead of - before yo~ set up JO, 40 od 
people . I don ' t believe in doing that in as1~ig ~ br oad a way. I'd like to set up ~at I ' d ca a ax 
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court . That's what it would amount to, wouldn't it? 

It would be an administrative board . 

Well , it is in a sense a court, isn't it? 

No, not in the sense I ' d use it, but you can call 
it that . We know what you' re talking about. You call 
it a court . 

Let me call it an administra tive t ax court . 

That ' s right; that's wha t it is. 

~et up only one, only do it t he way you do it, s ee? 
Set up one and run it for a month, two months, three 
months, and let ' s get ••.• 

We have really done that, I guess . 

I •ve done a poor job or telling this . This contem­
plates only one. 

I mean I only want this show going on in one place. 
This action should only take place in one room . In 
other words, have only one or these courts until we 
get the bugs out. 

That' s all that is pr oposed here . 

~that are you s aying forty people for? 

To take care of all t ne cases that ori&inste in that 
area . 

I mean I don' t want t o - I expec t you to take c are of 
only pert of the cases until you perfect that thing. 
Wha t you ' re t alking about, to t ake care of all the 
cases in that district - I say just set it up on a 
tri al basis; don' t go up there and say, ftWe•re going 
to do t hem all on this thing,ft Eventual ly, yes . 

Yes. 

I mean, 1n other words, I don't want ten or fifteen 
groups sitting. I only want one group sitting, having 
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hearings, at the begi nning . 

I don' t know of &!If way that you could get the 
advantages you had in this system unless you could 
cover the whole •••• 

Under this thing, you might have twenty groups 
sitting. The thing might Just go haywire - unt il 
you had the t hing per fected . 

We have this same thing in an aggravated way i n 
the Bureau here now. We have the Conference 
wivision under Ur. Yooney , whose name I mentioned, 
with 60 men who are settling these cases day by day, 
singly or in pa irs. ie have, then, in the technical 
staff, under Mr. Varrs , about 130 other men who are 
settling cases in this way, either singly or in pairs . 
Then Ne have t he Chief Counsel ' s office and the 
Appeals Oivision; they have about 120 people who 
on t he eve of t rial are settling these cases. There 
is no • ••• 

Wait a minute . Is t hi s what they tried out a t 
Cleveland? 

It•s t he same general t hought . 

except you ' re going further; in other words, you ' re 
covering the ground here, instead of only undertaking 
the first step, as they did in Cleveland. 

If you're insisting on doing the whole district, why 
take such a big district to try this out? If this is 
the plan - I mean as I unaerstond, the taxpayer is 
coming in, and everybody t hat's got allfthing to say 
is i n the same room; this fellow appears with his 
attorney, I suppose . 

He appears with his attorney, and the r evenue ~gent 
who made the investi gation appear s also, and t nere are 
the two par t i es 1 you a: tght say· 

I think the r eason for New York i s t hat it ' S the 
t oughest distr ict in the country. 

Also the mistakes would be more glar ing . 

You bet they would. 
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r mean the ·mistakes we made. 

No doubt about t hat. 

And your newspapers are much keener and much more 
critical , too . 

On the other hand, we have - New York is the only place 
in the count ry where we have three revenue agents' 
offices operating in the same town . 

That doesn ' t bother me - I mean for t he moment, because 
you're not going to set this up at all in districts • 

• ?ell , I was following your suggestion that we • •• 

Over lap . 

.•.• operate experimentally on this thing . 

But listen, Harold, old man, WhY can' t you t ry this 
in a much smaller town and cut your eye-teeth? In 
"ichmond. 

••nerein does t his differ from Cleveland? 

Haven't got enough to do in a place like Richmond to 
really get BQY experience . 

This mainly differs froo the Cleveland plan in this. 
In the Cleveland plan, the revenue agent 1n charge 
is the examining officer and the settling officer; 
be is the fellow who stirs up the controversy and be 
is the fellow who settles it if it is to be settled. 
In this plan, the revenue agent finds the deficiency 
and asserts it against the t axpayer, who protests, and 
then the protest by the t axpayer is considered by 
this settlement group, which is in a sense a t hird 
party new to the proposition. You get a fair and 
impartial consideration of the thing. 

Now, Harold, look, what I envisag~ is this . Let's 
say we start this t hing, we have a room, and all 
these people are in. Now, I'd like to see this work 
as one group and work for a month. Then, if it goes 
along , why, multiply it even twenty times, and as 
ataey tilDes as necessary to take care of it. 
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But to open tllis thin& and put tllis tllin& - l et • a 
say - what would you bave, maybe 20 groups all 
sitting at the same t illle? 

Well , you'd probably bave each case considered by 
one of this group. 

201 

These groups operate very informally, and that ' s one 
of the chief advantages. More a case of my sitting 
down a t the desk with you. 

But I 1m thinking tbat at the beginning Graves would 
nave to sit there with the group and watch the 
ma chinery; I 1d send Mac up, and if you wer en' t on the 
Hill you'd go up. If there was one group you could 
watch it and see. These people would be ~orking 
together like that for the first tillle, and chances 
are ••.• 

Well, I ' m afraid that isn' t exactly right, Mr . 
lolorgenthau. 01e have almost this identical procedure 
now in '1/ashington, but repea ted over and over again 
by these different sub-divisions of the Bureau. If 
you ' r e a taxpayer •••• 

Let me put it another way . Are these groups going to 
hit - how many districts are there in New York, tour? 

Three Revenue. 

They're just going to disregar d district l ines and 
hear them anyway? 

This group will hear cases originating 1n all three 
districts. 

I aga in come back, why couldn' t you tix- say, "All 
right we ' ll take the oldest cases here . • Get one 
group) aft er it' s going, everybody's satisfied! keep 
multiplying it, inst ead of bringing sixty peop e down 
a nd starting them all at once. 

Well I•• just trying to figure out i f t here is a01 
basi~ on which you could take a fraction of cases~ 
subject· them t o this procedure and allow the rema ·~ 
to go through the regular channels. I doubt very auc 
if there is a01 basi s • • • 
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If you can't, I again come back to tile thing that 
you take a small district. I'd much r ather try it 
in a small district. 

Vlell, you could do this, Harold. At the beginning 
you could limit it, you could t ake the cases from only 
one of the three New York distr i cts . That would be -
you could cut it to a third that way . Take Krigbohm. 

I stilt don ' t like it. Thi s i s what I say a fter 
listening to you fellows today. Then I •.n let Magill 
talk . I eit her would go to a much s111aller town and 
start with one of t hese groups, or work it out so 
that you could start in one district with on.e group, 
then multipl y t he groups in a district as fast as 
necessary. But you and Yac and Magill, or representative 
of Ma~ill , can't be in twenty rooms at t he same ti111e. 
I don t care how well you set this up on paper; until 
you see the tili.ng work, there will be bugs in it. There 
will be people that you bring there that don't believe 
in it- Treasury people •••. 

That ' s true. 

.••• who don't believe in it. And they ' ll say, •Uy 
God, Morgent hau is trying somet hing new, and it's 
just t en times worse than it was .• One of our own 
peopl e will t ell them - you know t hey ' ll put- our 
own people will fight t his; don ' t like to move, or it 
spoils their contacts, or their authority, or puts t hem 
doRn or up or something. I mean I haven't been in the 
Treasury for four year s for nothing and seen the 
people that have tried to block you right 1n the 
Treasury. 

Of course, Yr . Marrs and Mr . Mooney, whose names I 
have written into this memorandum • • • • 

Harold lis ten I don ' t give a hoot- I ' ve tried to 
get thlngs thr~ugh Mr. Russell. 1'/hen I tol d Russell 
when I came here that I want these things settled 
within the calendar year, they Jus t laughed ~t m~ . 
I said •If you don't do it, 1 111 get somebo Y e se 
to do it• or Rords to tha t effect, di dn't I? 

Yes . 
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By God, they ' re doing it. But I Just had to take 
it out of my own - bing , bing, bing - like that . 
Now, having that, we had - this man (Magi ll) 
couldn ' t get the information he wanted last March 
until he went himsel f into the field . 

You won't get t his done unless you order •. • 
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Listen, Harold, you're going up against a very tough 
~achine. Now, Magill , with all the telegrams, all 
the authority - t he Under Secretary - couldn't get 
the i nformation he wanted for the President of the 
United St ates until he personally went into the field 
and got i t . I 1m not going to t ake a chance of having 
this spri ng full-blown from my forehead and hope that 
i t's a f\1.11- gr own child; I want to start and nurse 
this thing, and either try it out in a small city and 
perfect it - Richmond, Baltimore - or do it one gr oup 
a t a time in New York, t hen multiply it . 

Now, all you ' ve got to do is to go into - what ' s 
the name of the fel low in t he second district - what 's 
his name? 

Arigbohm . 

Arigbohm, or Allen. 

You' re t ninking of Higgins , I expect. 

l.'e ' ll take uigbohm. •What ' s the oldest case you got 
pending? We ' ll start wi th that sod work from there 
back towards now .• 

"··ell, how d i d you arrive at this thing?" 

"\'/ell, we took the case which was the oldest case." 

Take t he ones that are oldest and work from those 
backwards . Also be the most difficult . But take the 
ceses which are the oldest on t he calendar a nd work 
f r om those backwards . 

I t hink your small city i s better . 

I'm not sayi ng , but I • •. • 
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I 1d like to talk to that Just a minute, before you 
come to the decision. In New York - you see, there 
is one more step that you haven ' t considered yet· 
th~t is, after they issue t he 90- day letter and there 
i s no further action and the case would have to go 
to trial before the Board of Tax Appeals; it comes in, 
gets tried some time . They have a lways bad difficulty 
in and complained over the New York district, because 
they had no place to hold their hearings , they had no 
court room except by suff erance of somebody else. 

NoN, I have tentatively - no formal contract yet -
set aside in the new building there on Veazey 
Street a court room for t he Boar d of Tax Appeals, 
and I 1 ve got t he promise of their Cha irman tbat t hey 
wil t set up a section of the Board of Tax Appeals t o 
operate there t welve months of the year. So that 
your cases f r om your settlement group, with the lawyers 
helping them - the l awyers m1o ar e there working on 
those cases would try the cases before the Board of 
Tax Appeals. They would go directly from your 
settlement group t o the New York section of the Board 
of Tax Appeals, and the fellow who i s famili~r with the 
ca se - doesn't have to start in all over again - will 
be ava ilable t o try his ca ses . 

I have also set asi de in t ha t building, by kicking 
some other department out, ••• • 

~hat's all righ t. 

• • • a space for your settl ement group, contiguous 
t o your Board of Tax Appeals court room. Now, you ' ve 
got your agent - you've got one of your agents located 
ln that building . We ' d hove our settlement group 
located in t ha t building, we ' d have our Board of Ta~ 
Appeals court room located ln that building, and we ve 
pretty near got a f actory set-up to h~ndle the cases 
that arise . 

Now, as I saJ, nothing final about •••• 

All right, al l right. Then I say to you, by God, 
you start this thing one group at a time and multiply 
it just as fast as you get the bugs out. 
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Would you still insist that we stay away rrom llew 
York, or would you •••• 

No, no. 

• •• would you permit us to take one division up there 
of the three? 

Take one divisi on of the three, but in that division 
one group at e time. 

In other words, don ' t move so many people in. Take 
the best people you can get for a settlement group 
and take - or the basis that the boss gives is as 
good a s apy; that is, take from Krigbobm' s office, 
which is located in that building now physically -
he 's been moved in - t ake the unsettled cases that 
he has , the oldest unsettled casmthat he ' s got, and 
move them into your settlement group and try them 
that way . We ' ll have to work that out. 

If you have one group - all right, you ' ll take a man 
f rom Krigbohm, won ' t you, one of his agents? 

You mean to compose this settlement group? 

No, I mean in this group there would be four or five 
qifferent agencies of the Treasury represented. 

Well , they would be all from the Income Tax Unit, 
plus t he Chief Counsel. 

Wouldn't have to have more than two men at the 
outside. Maybe one. 

What I want sitting there 1s his superior, and that 
a s we multiply these groups and he gets this thing 
if this group works all right, all right, get that 
one going; then start another group. 

Suppose you take Mooney and make him the head of 
your settlement group in New York. Be's the bead ~f 
your Conference Division here in Washington. Tb~y v~d 
got an overlap between his and Marrs ' division; ~ro 
thinks they ought to be combined here anyhow. ~u 
suppose you det•cbed llooney and take him over ere 
and set b1m up a t the bead of the settlement group. 
Then the men that be would - 1nstead of tald.n& for ty 
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men that he ' d expect t o work with him, t ake one f rom 
••enchel' s office and a couple more from llooney • s 
offi ce here, or from MBTra 1 office, and st art out 
.vi th a total of & h~.tlf Jozen men in your settlement 
group in New York, and just begin by handling all 
they can, start ing in with your older cases and 
bringing it forwar d . 

That ' s right. Then Nhen Mr. Uooney ha s got one group­
Mr . Mooney is sitting with t his group, end t hen when 
Mr . ¥ooney i s s ati sfi ed t hh t tha t gr oup is functioning 
properly, he calls in enough people- he says, •Tom, 
you t ake this on; I•ve got this running - gr oup number 
one . All right, we ' 11 start group number two . " Then 
Ur . ~ooney moves to group number two, end he breaks the 
fellows in. "Now you've learned t his thing . " And 
he takes group number two and starts t hht. Then llr. 
~ooney goes to group number three, and he multipli es 
it. But you develop the techni<LUe and leLrn from 
mi s t akes. 

I 1 ve been through this thing t oo often, and this i dea 
of starting t wenty groups all at the same time - I'd 
st 1.1r t one group . All r ight, when Mr . ~looney is satis­
f ied that this thing i s working sati sfactorily .... . 
I ' d want a r epr esenta tive of t he New York Bar there, 
something like t hat; invite them t o come in. Have they 
got a t ax divis i on? If they have ••• 

No . 

Wha t? 
You get into trouble t here i n disclosing trade secrets , 
etc . , and infor metion. 

Well , throw t hat out . All r ight . But let Yr. Mooney 
s it there, you sit ther e , cna Mac sits there - Magill 
or somebody - mysel f - and let ' s wa t ch this group for 
t wo or three days. •All r ight, now t his i s ~11 right." 
I don ' t care how good the person is , you cant put a 
t hing like that on paper and have it work, knowing that 
the old crowd over t here - be some of t hem hope the 
t iling will fail . Thi s is too r evolutionary, this is 
too simple, this i s t oo good . 

Now, Har ol d , I t hink what I'm saying i s hor se sense. 
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Yes . 

Now, the only t hing - it means it' s a l ittle bit 
slower . 

11But how did you pick the cases?" 

"We took the oldest cases on the docket." 

hnd then once you've got the techni~ue, I don't 
care how fast you multiply it. 

l~bat do you (!laglll) think? 

20( 

·•ell, I think you want t o go pretty slow on the multi­
ply!~, as e matter of fact, because you can' t tell -
I don t know, but ordinarily with these things - I 
know seems to have been true of tha t Cleveland 
experiment - you can' t tell very much about them for 
qUite a Nhile . And your best point you ' ve made, I t hink, 
is the amount of - I don ' t - I ' ve forgotten my word -
but the amount of criticism hnd so on that goes on 
from \\'ithi n the Bureau. There ' s plenty of people down 
there who don't like this Cleveland thing now, which 
we e l l know, end they ' ll do what they con to "bitch" 
it . 

I was Just thinking of this. Bei ng in the same com­
munity, we're pretty near bound to have the same routine 
to be followed. We pick one group of cases and attempt 
t o deny to those taxpayers the right to bring their 
ceses to Washington, while allowing other taxpayers 
outside that group to bring their cases to Tiashington. 
I don ' t know where we•re going to be . 

It ' s very simple. \Ve have a ver:r carefully prepared 
announcement: •we are trying this thing out. We don ' t 
know whether it is going to be a success. How do we 
pi ck the cases? We pick the oldest ones on the docket. 
VIe are going to run this as a laboratory. After we have 
run it for a number of weeks, we will then say whether 
we think it is successful. If successful, we mul t iply 
it and let it spread . If we t hink it is unsuccessful 
&nd impr actical, we close it up." That's all. 

I'm - I wouldn't O.K. tlwt memor andum the ~ey 1t is 
now. I ' d be scared to dea t h of it. And I d want 
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everybody that bad anything to say to say to me 
• Now, I 1m satisfied this is a success, this is ~ 
step forward." Hell, we may find it may not be 
any good . Maybe t he way they've got it set up 
now is the right way. Maybe our fellows aren ' t 
smart enough to do t his thing. Maybe - we may not 
have sufficiently capable people. 

Nell, there's something 1n that. 

Well , talking from that viewpoint, we are not under­
taking to do any thi.ng t here t ha t 1\"e are not already 
doing. 

But~ac , old man, we 1 ~e trying to do something 
r evoluti onary . We• re trying to settle cases on the 
spot . Never been done in the history of Internal 
Revenue. All I ' m saying to you - the more I talk 
the mor e I 1m convinced I 1 m right - I say gi ve birth 
to one unit, watch it; then, when everybody is con­
vinced it ' ~ a ll right, l et ' s talk it over . 

I 1 ve got another i dea -and I ' m speaking in the dark­
but now we ' ve got these things going on, experiments 
of this general charocter, in Cleveland and in Dalla s 
Lnd in San Francisco, nnd to some extent in the third 
New York, haven't we? 

night . 
Would it be possi ble to change a ny or all of t hose 
units a round to conform with t his general procedure? 

Yes , it would . 

Why wouldn't t ha t be a good i dea? 

I was thinking . Of course, where you precisely 
par ullel the r evenue agents ' offi ce by this settle­
ment group, the advantages of the errangement ar e 
very much thinned do•rn. r.ly except i on t o this is 
t ho t ultima tely, if this is any good, you wi ll have 
maybe for the whole Uni ted StLt es twelve or fifteen 
settlement groups in the f i eld, each coveringft he t 
territory of t wo or three or f our or five dif er en 
revenue agents ' offices. Now, where you just su~e~­
impose your settlement gr oup on the r evenue agen 

5 
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office ••••• 

Li stenL gentlemen, think this thing over. Before I 
leave Tuesday , we ' ll meet on this once more. But 
think this over in vi ew or what I sai d, will you? 
Think it over once more . And if you could meet with 
them once before I see t hem, Ros - huh? 

Xes, I can do that. 
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G!lOOP !fi;ETING 
January 7, 1938 
9 :15 •••• 

present: 

a.J .Jr: 

!lagill: 

H.K.Jr: 

~aglll : 

H.!LJr: 

Uagill: 

a.~ .Jr: 

llaglll: 

B.II . Jr: 

llagill : 

d.!I. Jr: 

Magill : 

~cR : 

B.!i. Jr: 

llaglll: 

llr . 
llr . 
llr . 
llr. 
llr. 
llr . 
llr. 
Mr . 
llr. 

llagill 
Taylor 
Olipbant 
Gaston 
Lochhead 
Bell 
Upham 
Gibbons 
llcReynolds 

Good morning, gentlemen. 

Ros? 

I think nothing par ticular . I would like, a t your -
I understand I 1 11 see you at 2: 30 . 

Yes. 

That ' s on this t ax bill. I t hink it would be well 
if you do have some time for Graves and Mac and 
myself . hither t ake it out of thot hour • • •• 

I put you down for an hour . 

Well , t hat wasn' t llac and Graves . 

Can' t you do it in t hat time? 

I think you pr obably could . I don ' t want them takin& 
up all the hour . 

~/ell , tell them three o'clock. Let them be in lilac ' s 
otrice rrom three o 1 clock on. 

That would be all right. 

liow1 s that? 

That'll be all right. 

I'll have Graves i n =1 offi ce. 

Do a bell of a lot of talking in an hour. 

I should think so. 

Regraded Unclassified



g,ll.Jr: 

~agill: 

-. 

-2-

I should think so. And if you don't get through, 
do it some time Saturday and Sunday, 

I think an hour will do 1f you put it that way; 
they have to come in second, so they can't fudge 
on the first helf of the hour. 

All right. Then you wait until 2:JO . 

212 

~cJI : I think we can get through our conversation with the 
boss in ten, fifteen mi.nutes at the outside . 

bgill: Good. J: 15 . 

~cR: All I want is the approval, and I think the boss will 
give it. 

B.I.I.Jr: \\hat a manl All right . Anyway , Graves will be in 
there chinning with Yac at three o' clock. 

~agill : Got Russell coming up this morning on this Dwight 
compromise. I think we can get through without dis­
turbing anybody in terms of our previous discussion. 

Oliphant: When's that? 

llagill: 

B.!.!.Jr: 

Olipnant: 

~ . 1 .Jr: 

Oliphant: 

l! . :J . Jr : 

Taylor: 

B.li ,Jr: 

Ten o'clock. You' ve been advised. You may not know 
it. 

What else? 

Uothing right at the moment. 

All right. If there is anything, let me know. 

About noon I may give you a ring. 

All right . 

~ommodity Credit and R.F. C. while you're away? 

Not a thing, other than what was in the President's 
budget message . He specifically laid it down, didn' t 
he? 

For Commodity Credit . 

But R. F. C. ? 
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~ell, tha t ' s one thing I Nant to discuss at this 9'45 
meeting - is the Jesse Jones l etter . I don' t know' 
whether t ha t ' s what you have in mind. 

No, I don' t. He Just called me up last night. Said 
be wa s going away, be back on the lOth or 11th, and 
that ' s just before you go. 

Well, let 's take it - Dan' s got a lapful . I don• t 
know what it al l is. 

Uost of it is Commodity Cr edit - or R. F.C. 

"e' re going to do it right after tnis meeting • 

.hnything else? 

(Nods no) 

Herbert? 

Di d you see t hat letter from Bob Allen? 

I personally s ent it to you. 

Yes . I tried to get Bob yesterday . 

I thought you'd enJoy it. 

Yes, it' s very enjoyable. Very characteristic. I 
tri ed to find out something from the Bureau of 
Internal Revenue. It's something that came out from 
Baltimore. Don't know just what it is. In t he mean­
t i me, I'm trying to get bold of Bob . Left word tor 
him to call me, but he didn't. 

I don't think it will get out, but in case it does 
we have loaned 22 men in the 22 states t hat have 
unemployment insurance to Mr. Altmeyer. 

Uh-huh. 
As trouble-shooter s. Now, the thought was that t hey 
should be there in case there i s trouble; but tech­
nically, we•ve loaned them to thea. I don' t want any 
publicity , but if anybody does ask you any questions, 
better talk to Eddie Bartelt about it, because he's 
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handling it tor me. 

:ies, yes. 

·. 
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214 -
I mean I don't want any publicity, but if somebody 
should raise the question - "What ' s the Treasury 
doing there?" - hddie Bartelt has got the story 
see? ' 

:ies . Wel~, it wouldn't do any harm i f it should come 
out. 

I don ' t ca~. I ' d r ather not. 

The Treas~esnt t aawt ~o· give the impressi on 
tha t it's taking over Soci a l Security. Lowers 
t heir prestige. 

Well .... 

Or tha t they are in the hole . 

:lcR: Or that they are in the hole, yes. We're just trying 
to keep them from getting 

H.!J.Jr: 

Gaston: 

3.ll . Jr : 

Gaston : 

!lcR: 

I! .J .Jr: 

Gaston: 

'lcR: 

B.II . Jr: 

I ' d r ather it didn't. 

Well , I better talk to somebody about it and tind out 
just what it is 1n advance. 

The chances are it won ' t come out, because Social 
Security t akes darn good care; but some state might 
get a little bit • • •• I just want to let- we really 
don't want a ny publici ty. 

:ies, I understand. 

~hen this thing came up, I intended to talk to Herbert 
about it, let him know, but he was not feeling well. 

~vidently Mac • • •• 

I can always tell the right kind of a story a little 
better when something comes up, if I know about it. 

:iou weren't here when it happened . 

is apologizing, so I 1aag1ne be slipped. 
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~cR : 

B.M.Jr: 

Gaston: 

S. 'l . Jr: 

:tcR: 

H.lf. Jr: 

MeR: 

Gibbons: 

llcR: 

s .a . Jr: 

Lochhead: 

li . !.I .Jr : 

Loeh!tead: 

Opllam: 

Opllam: 

l! .:i . Jr : 

Ophaa: 

-5-

Oh no, we ' re taking ample precautions r ight now. 
You told me. 

I'll tell Herbert about it . 

I mean that ' s the only thing I•ve bee~ doing, and 
I 1ve got to confess about it. 

Well, you ' r e t he best confessor here. 

Thank you. 

Now, has Alae had a chance to tell you (Gibbons) -
talk to you about these different ports? 

No, I haven' t. 

"ell, you will. 

Wnen I get a chance . 

Probably tomorrow. 

Had a l ine in f ront of my door yesterday. 

All right . 

(Nods not hing) 

Where did you s ay you got that pain in the neck? 

No, I got a pain in the neck, but I don' t know just 
what particular thing gave i t to me . 

Uid you s ee this paragraph in this New York State 
banking report? 

I think - well ... 
A paragraph. 

215 

Well, are we in t oo? 
Nell they aren' t doing anything about disestabl i shing 
e~isting institutions. They 're just preventing a~ 
further expansion in t hnt direction t han is per•i~ted 
by branch banking. That's the r ecomaendati on. ey 
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OU ptu.nt: 

Bell: 
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li .1.Jr: 

Taylor: 

B .!I . Jr: 

Bell: 

II .!I . Jr: 

Taylor: 
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don't go quite as rar as I understand we propose 
to go . 

2lS 

Uive that to - oh, you (Oliphant) have one. Wonderful! 
~osh, you1r e all good today. 

Uen? 

Ther e is a s cheme on foot, being worked up by outsi de 
lawyers and some people in t he State Department, to 
l i quidate all the functions under t he Settlement of 
the War Claims Act, and try to do it without any 
legisla tion, which means a very complicated affair. 
I'd like to find out a l ittle more about it, and then 
I'd l ike to work with one of Kr . Oliphant's men • • • • 

Opper. 

••• so as to be ahead of the game when the time 
comes, because t he time for filing applica tions on 
the Settlement of the War Claims Act expires on 
Karch 10. I don ' t want them to throw that in our 
lap on Karch 1 and not know anything about it, end 
I am pretty certain tha t it' s coming . I understand 
the German Government has agreed to i t . It's just 
a question • •• . 

I 11 1 speak to Opper and tell him . 

Yes, but Taylor i s our cont act with the State 
Department . 'lihat do you know about it, anything? 

Nothing . 

Is it a State Departmen t matter? 

It is partly a St ate Department matter and partly 
a Treasury . The Treasury handles all the money. 
The application - you see, it' s in the State Depart­
ment only by r eason of the fac t that the IU.xed 
Claims Commission is locat ed over there. 

~o you (Taylor) want to find out who1 s handling it 
over at the St ate Department? 

Pr obably Livesey, i sn 1 t it? 

' 
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Bell: 
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No, I don't think so . It baan't reached tbat stage . 
More in Backwortb•a. Martin ia bead of tbe Mixed 
Clai ms Co .. i ssi on; tbat is, be' s tbe counsel . 

Well , supposing you find out, Wayne . 

All right . 

olhat else? 

Tllat ' s all I bave . 

Is that all? 

(Nods yes) 

You're coming in at 11:30 . 

~ es , sir. 

And you're (Oliphant) coming in with Flint (Garrison} 
at 11. And ••. 

11 . 

hnd Udo (Rall) . 

Odo . 

lilac? 

"id anybody tell you yesterday tbat they got 
Schwartz? 

Did anybody else tell me? 

Yes . 

No. 
~lmer came in t be first thing yesterday morning . I 
bad a call in for bim; I was going to talk to hi• 
about now we'd get him. He came busting inB the firs~n 
t hing , said, nYou know, we got Scbwartz.w oy over 
Pari s got bill. 

Did be? Who? 
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What ' s-his-na11e - Wait. 

I'd like a little report today on that . 

Well, Elmer ' s getting up a report . He said he wasn't 
a t all proud of the way Wait had handled it, but he 
did get him ~inally . 

•lell, I'd like to have the f acts on it . 

Ha1 s preparing a report. Be hasn't adequate facts. 
He sa id he ' s asked Wait for a report, which he hasn' t 
got. 

Well , let ' s wait until- I'm not trying to pun here­
when you have the whole business , whole thing tied 
up in a nice bouquet. 

It1 s being worked on. 

Are they going to bring the fellow home? 

UcR: ~es indeed. He ' s in hand now. The thing will be 
taken care of . 

S.II.Jr: 

:!cR: 

Gibbons: 

B.II.Jr: 

Gibbons : 

H.tl. Jr: 

!.!cR : 

H.u. Jr: 

li&g1ll : 

'lh a t was ..,uick action, wasn ' t it? 

'lnat's another case where I did something very quickly 
because I didn't know anything about 1t. 

hha t kind of a case is it? 

This is the fellow Schwartz , who is a missing link 
in t his world narcotic ring. 

Oh. 

l•nd he 1 s an informer. 

Informer they couldn ' t f ind when they bad him indicted . 

'lney couldn' t find him. I told Mac I was getting 
sick and tired of it. Told him at the house si.x 
o'clock in the evening. Next £Dorn1ng, produces hiED. 

I mean that's the kind • • • • 

~ac probably had hi~ all the time, waiting for you. 
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a .t~.Jr: 
Going to get b1a back to tbe Onited States? 

»eR: Oh yes . Elmer t old ae he waa on the wa:t, 

a.u.Jr: 

Gaston: 

a.li . Jr: 

illeR: 

a.M.Jr: 

• 
''hat about the other Schwartz, in New York a1xed 
up in this passport business? Just suspended b1m 
Like to get that boy. Better IIUike a note about ni.. 
He works as a - what do you call hila, Deputy sOJaething 
in Internal Revenue? 

Joe Siggins ' s office . 

Joe Biggins ' s office, yes. What they going to do witb 
that boy? .,oesn1 t do any harm every once in a while 
to check up on these fellows , and I ' d like to ltnow. 
Looks something tunny on tba t other Schwartz. And 
you're going to r ead that particular correspondence 
for me. 

Yes, I•ve got it on my desk. 

l ake it h~me or something. Let me know Monday about it. 

IteR: I've got it on my desk. 

H.li.Jr: 

llcR: 

There's a thing I haven't told you anything about yet. 
Interesting thing . This old ••• 

~is isn't something that you t ailed to deliver on? 

No. i he old Tugwell organizat i on over there in 
Procurement have a couple of furniture men in charge 
of their furniture section. Designed a lot of speci al 
furniture tor their proJects. It turned out that both 
of those fellows , two main men in the place, are 
independently 1n the rurni ture business - in the 
furniture selling business, and advertising the•aelvea 
in the New York directorY a nd Washington directory, 
both. The one designing tile furniture is the bead or 
the outfit over there at Farm Security, and then, 
representing dealers and •••• 

Repr esenting who? 
nepresenting rurniture dealer s all over the country -
or furniture IIBJlutacturers all over the countrT, :•, baa 
a sales agency. Well , it didn' t get aa1 place . • ve 
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got a big subaission of specificati ons f or a 
hundred t housand dollars worth ot the stutt to 
be bought. but, ot course, our boys haven ' t -
they haven' t issued aQY ot these . We 1re going 
to have - t he specifi cations ar e very poorly d r awn 
in the fir st place. 'l'hey Just didn1 t get aQY place 
a t all. But if it had been in their bands and they 
had been allowed to do it, why, you' d have found 
them.. . lbat•s a let~er to Wallace merely telling 
bim that he ' s got that kind of i~s on his roll . 
~ben it first caae up, ~ inclination was that we 1 d 
issue the specifications, let him go ahead and bid, 
so we could put them in Jail. But I think ••• • 

"ho brought it to our a ttention1-~ --Sena tor Kinton, on the basis of one of his con­
stituents being a furniture man. 

lihat else? 

.That's all . 

"'ll right. 

Well then, Taylor, Bell and I can go to work. 
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Conference at SecretazT'• '-• Jenwuy 8 , 1938, at b P•• • 

Present• SecretazT Korgenthau, uaiatant Secret&!')' Ta.y1or, 

v. .. re. Feia, Lin..,-, and White. 

221 

The Secretary indicated that Secret&!')' Hull had telephoned him 

t hat attemoon urging him to take up the utter pending with Hungary. 

Tho Secl'$tary aaked Liveaey to outline the situation. Livese,- stAted 

!.1-.&t the Hungarien llin.Uter wu eager to coaplete an arrangsent 

!or resuclng p~nt on the Hungarian Govemoent •s debt of $1.9 all­

lion to the United States Government as ha had to leave for a visit 

to Cuba Ud possibly to Kexico. Livesey stAted that .., offer was 

made of an annual payment of $40 thousand. Thia S\111 wu to be 

applied to the principal of tha debt and no p~nte of intereat were 

to be oade. Ul pa.yaenta that had been ude 1n the past, whether of 

1ntel'$st or on account of principal, were to be treated aa ~nt 

on the principal. 

The Secretary expreased some surprise at the apparent excite­

... nt - that is, for Secretary Hull - in Secl'$tary !lull's telephone 

eom·ersation. Tl>.e Secret&!')' stated that ha eouldn' t underat&DCI the 

need for urgency 1n the matter and aaked }'eis if he could explain 

it . Feis stated that Secretary Hull was doubtless reflecting h1a 

(f'eis1 ) discussion with Secretary Hull. He ( Feis) in turn had been 

urgent in his co.nversation with Secretary Hull because of Ta.ylor• s 

ea;;.rness to have the matter sattl.ed before the Secretary l eft for 

the South. 

Tho Secretary aaked 1l there was any reason why Wr. Peleny1 

couldn't wait a month before ~ the arrangements as ho (the 

Secretary) didn't wish to undertake the settl-nt of the ease without 

adequate preparation and exaaination of the pertinent uterial. . Feie 

atreed that he did not aee an;y reason why that would not be poseible • 

Livesey stated that a Wr. Habaa was 1n cl.ose coanmication with 

the l!un&'arian Govern.nt and was apparently their financial. adviser 

here on matters of foreign l.oans. Wr. Habaa bas no diplcaatic stand­

in£' nor is he an official of tha Hungarian Govenwent, but he was 

active in the conference• with the State Department on the Hungarian 

loan. 

The SecretazT eteted that Riefler had juet returned from fll.rope 

and had been spending the week discusainjt, a<XI8 other thingS, the 

llu.'!iarian situation and uked Feia wbether Hiefler' 8 viewa would 

not be he1p!Ul. 011 the problem. Feia responded that Li veaey 1-..d been 
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with the pro~ teD JNl"8 a probUil)- lmft mre Ulov.t the inter­
gove~ntal cS.bt aituation thaD arq .m in the Clo'ran..nt. 

The Secretary statad tba~ there WU a 110re illportant s.a- n 
stake than the ..U _,~ imol....t in the llupgaria .nu-t. 
He .tate<! tha~ the Preaident bad "'ry cletinite rlawa with respect to 
tacklin8 the inter-flO"~ tal debt probl• md that he' tha Seeretary' 
'IIOIIld not take arq etepa 'lltlateoe,.r to handle the intar-aovw wtal 
debt settlements untll and Wlleaa the Pruident bad iDdioated to him 
definitel;r: (l) 11hatber ~negotiations toward dtobt Mtu-nte ftra 

to be undertabn; (2) it ao, .tJo wu to undertake u-; and (J) 11hat 
jiUiding principle or rule of tbulllb wu to ba applied in the hAJldHng 

o! those debts. 

The Secretar;r -nt on to ae;r that it Secretary Hull wished to 

make an appointment with the President en the matter he (Secretary M.) 
would be glad to join him in the presentation of these queationa. 
fois said he would cOIIIIIUDicate that to Secretary Hull. 

Livese;r then took up aome o! the details of the proposed offer 
by Hungary, but the Secretary stated that he did not wish to conaidtor 
any of the dtotails untU he beard !'1'0111 the President on the above 
three points . In ~ cue, he said be would not wieh to decide on 
the problem without adequate preparation and study inasmuch aa wha~ 
ever waa done in the cue of H~mgary would doubtless have a bearing 

on our inter-govenaental dtobt situation with other countries. 

The Secretar;r aaked Linsey tor a report on the status of the 
Hungarian debt to the United States Qovsrnment and computations u to 

how much the •- settl-nt would ;yield it applied to each of the 

other foreien goYerraent J.oana due the United States Oovenaent. 
IJ.Yesey said he would aend the report to the Seeretary on the next de:r 
as they bad the -terlal all 1"88d7· 
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a!: :'l!IA!lCl!IG FOR STRAUS January 10, 1938. 
10:15 A. J.f . 

Present : 

Bell: 

': .; l o!': 

~ .;J •. Tr : 

0oll: 

·~ . •. Jr : 

... :·lor : 

J.!r . Bell 
l.!r . Taylor 

I don ' t question whether they would use twenty­
five million dollars in the calendar year . I 
t alked to Keyserling a month·ngo on D. c. housing. 
Ho tol me he di d not think they would need any 
funds before March . I think 1t would be so small 
you probably would not want them to go out on the 
market . 

When you have a tT;enty- five oillion maxim= I 
don ' t think they ought to go into the market . 

!Jy o~>n thought ,.,as to >ll'i te him a letter am 
say , we not i ce that for six oonths he may ~ant 
twenty-five million dollers . All right, 1f he 
does, the Treastrry will buy thEm, up to twenty­
five millions . 

On such terms and conditions as seem Justified 
o.t that time . 

Thnt ' s ri~;ht . 

Tho other question was about the fiscal agency • 

~.n: That' s right simple . As lonG -::s :1ou buy you are 
the fiscal a~;ency . 

':"cylor: 

'!. ' I .. Tr : 

:el!: 

Do r.e want to usa Smith as a f1scnl agent? 
Personally I would prefer to do it on t hat basis , 
to J~ve them use one of those people and b~ld 
t''l:l. t thinG up . 

I think 1 t • s too early . If they nre only goi ng 
to have t wenty-five millions I think it' s too 
early. Tell this fellow, so he won ' t worry , t;~~ _ 
we •re r eady, in the next six monthS, to buy Y 
five millions . Do you suppose you could have a 
letter prepar ed? 

r.ill purchase frOl:l t lt1e to tlt1e until 
~ggregate of twenty-five ~ion? You lilean you 

you reach an 
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Bell: 

a.ll.Jr : 

-t-

nat' • zol&bt-
As a •t• f4 tactt paJMnt OD tbeae boDds la 
boln& to ca.e 011t or appzooprlatlolll •de by 
consr•••· 

I would say, do what we said, and have a letter 
tor me this afternoon. Drop back at three­
thirty. 

224 
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January 8, 1938 . 
11:50 a . m. 
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a.li. Jr: l1ello, llr . ·Alexander . 

fill ~ . 
Alexellder 1 Yes, 11r . Secretary. 

d.!I.Jr: 

A: 

R.IA.Jr: 

A: 

a.J. Jr: 

t : 

l! .li.Jr: 

A: 

ll .IA.Jr: 

A: 

ii .1 .Jr: 

A: 

H.!A,Jr: 

k: 

li. :i. Jr: 

A: 

B. !.! .Jr: 

A:; 

Good evening . Bow do you do? 

Fine, thank you, sir. 

!lr . Alexander, I 1 ve got very much interested in these 
houses which were built by some cooperatives in Idaho, 

In Idaho? 

Yes. 

Yes. 

And Yr . Odo Rall, who w~s 1n charge of that self-help 
cooperative work up to the first of July with Hopkins -
I've had him sort of helping here temporarily. 

Yes . 

Now, I wonder if Monday you could see Mr . Rall and Mr. 
Foley .... 

Yes, sir. 

•• the attorney 

Yes • 

... 

.•• and listen to them and then see whether the 
possibility - if we couldn't get a little money to 
complete the thing in Idaho and maybe start one mor e. 

A~l right, sir . 

It's a matter of - oh, between ten and twenty-five 
thousand dollars . 

Yes , sir. 

I mean it isn' t a matter of great money, but I JUSt • •• 

Yes, sir . 
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•• •• - with a very l ittle money, three or four 
hundr ed dollars , they ' ve been able to get these 
people s tarted out ther e t o build their own homes . 

Is that rural s tuff, or suburban, or wha t? 

Suburban. 

Yes . Could t hey come to see me at eleven Monday? 

They'll be there. 

At eleven Monday . 

At eleven 1ilonday. 

Yes . And l ' l l ha ve my people that are • • • 

226 

I t l ooks as though i t had - I mean I'd l ike to s ee 
one more start ed, and a s I say, I 1m talking 1n t er ms 
of some ten to twenty~five thousand dollar s . 

Yes . 

And - which - well, around Washington is not much 
money? 

(Laughs) Fortunatel y , I guess . 

No, but t hey r eall y are - if you're not familiar with, 
I thi nk you'll be i mpressed . I'm tremendously 
i mpressed • 

.1.11 r i gh t, s ir, I ' ll be delighted to s ee them a t 
eleven on Monday . 

Righto . 

Thank you. Good l uck . 
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g,lt.Jr: 

operator: 

L. '// , 
!noke: 

a.li .Jr: 

K: 

s .ii .Jr: 

3: : 

H.:l.Jr: 

K: 

R.bi .Jr: 

K: 

S.'J. Jr: 

K: 

li • .t . Jr: 

~ : 

R. LJr: 

1( : 

B.ii .Jr: 

K: 

Hello . 

14r. Knoke . Go ahead . 

Bello . 

Hello, Knoke . 

Good morning, ~r . Secretary. 

January 8, 1938 . 
12 : 00 noon 

Governor Harrison is sitting here at ~ desk. I 
«anted to ask you about Brazil. 

Yes. 

What do you krow? 

227 

Well , I - I called up Mr. Taylor this mor ning; I didn ' t 
know you were in. 

He told me about it. 

Yes. 

I wanted 

Tha t the information - there is nothing new available 
in the market t oday . 

Yes. 

Nothing new 1n addition t o what we bad last night, 
and that is what I told Mr. Taylor shortlY this morning. 
I thinK generally speaking it' s correct to say that all 
the indications are the situation is altogether unsatis-
factory. 

Yes . 
Ah - they are - we are getting a confirmation of the 
report now t hat balances belonging to foreigners • • • • 

Yes . 
• • • seem to have been frozen. They called - tbey say 
they have blocked all ba lances belonging to forei gners, 
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Knoke: 

a .K.Jr: 

K: 

a . li .Jr: 

K: 

B . !~ . Jr: 
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B. l!.Jr: 

K: 

H.!l.Jr: 

K: 

B. j ,Jr: 

:( : 

ti . li . Jr: 

- 2-

and the Guaranty t old me t ney had cabled to Rio 
last nigllt to get a confirmati on, but Rio nasn't 
answered yet. 

Uh-hull. 

228 

Ah - their demand - their need for foreign exchange 
I dare say, is extreme . The latest regulations see~ 
to indicate that, the regulations calling upon all 
people who have overdrawn their milreis account 
to state the amount to wll1ch they have overdrawn •• •• 

Yes. 

••• within 48 hours, a.nd to prov1de cover within 30 
days. 

Oh . 

I dare say it ' s a correct assumption that t he Brazil1ans 
are vecy short of foreign exchange. 

Well, Knoke, what I wanted to get from you - have 
you any idea what ' s brought thls about? I mean looking 
at it not from the hour-to-hour, but looking back over 
the twelve months, what ' s happened down there? 

Well, what happened, of course, was that they got h1t 
very badly by the drop 1n coffee prices . 

I see. 
I think that is the fundamental weakness of their 
economic syst em . 

I see. 
They tried to - they tr1ed hard over a number of 
months and years to get - arrive at an understanding 
with other coffee-producing countrt es, particularly 
Guatemala· and Colombia .••• 

Yes • 
••• supporting the price of coffee abroad and regulat1n& 
the exports of coffee . 

I see . 
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Tbat tell through alao late tn the a.-er, early 1n 
the tall ot this rear. 

Yes . 

But 1 think, 1n a nutshell, it i s the extraordinary 
dr op in the cottee price which spelled final ruin. 

Well, it's - it ' s not very cheerful, is it? 

No, it 1s not . Anrthing but cheerful. 
blutt over it at tbe time th~ gave up 
r a te about two months ago, and assured 
no- no further consequences •• •• 

Tb~ tried to 
tbe otticial 
everybody that 

Well, there's nothing we can do here now- 1 mean unless 
the Gover nment or Brazil comes forward and asks tor 
help, is there? 

Positively not , no . 

That ' s what 1 think. 

No . 

And then this last suggestion that we let them borrow 
against gold 1n a storage warehouse down 1n Br azil 
is the bunk, isn' t it? 

•lell, 1 -- ••• 

Did you hear about that? 

Well 1 didn't hear it as concisely as that, but I 
took1 it rrom what Kr . Taylor told me that that ' s what 
they were driving at. That's what Pi erson is working 
on. 

H.!I,Jr: Yes . 

K: 

B.U. Jr: 

3:: 

Yea. 

Well 
Well , I don't see bow aeybody could encourage t hat kind 
ot business . 
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H.li.Jr: 

~ : 

a.M.Jr: 

K: 

B.J.I . Jr: 

! : 

B.II . Jr: 

~: 

a.I! . Jr: 

-4-

No, no. 

I Just looked over tbe agreement you .. de Witb 
Costa - Souza Costa in July and August. 

Yes. 

That seems to me to provide all the machinery 
necessary , ••• 

Tbat's right. 

••• if they want to send gold. 

Tbat' s right. ~tell , all right. 

But it's not an encouraging picture by an7 means. 

Al l r ight . Cheero . 

All right, sir . 

The U.S . A. is still a good place to live in. 

'Nell, it seems to be, yes - very d a finitely so. 

All right . 

Right, sir. 

Good-bye . 
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s.11.Jr: Hello. 

J azweey 10, 1938. 
9155 • •• • 
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Operator: Mr. Str aua . 

a .JJ .Jr: Bello . 
Nathan 
Straus : Good morning, Henry , 

s . ~ . Jr : Good morning, Hatban. Nathan, be prepared for what I 
nope is a pleasant shock. 

5: Yes . 

B.li .Jr: lie here in the Treasury would like to have put into 
this housing bill on the Hill two amendaents. 

S: Yes . 

B.II.Jr: One which would permit the Government to loan to 
limited dividend corporations . 

S: Yes . 

B.II . Jr: And the other one permit them to lend to cooperative 
groups tha t want to build houses. 

S: Well, I ' m with you exactly one hundr ed percent. 

B.ll . Jr: Swell. 

S: I f ought for that just as hard as I knew bow a1l last 
summer, and I fought and got licked. 

B.li . Jr: 

S: 

H.l!.Jr: 

S: 

B.li . Jr: 

Well now, then you have no ob jection to the Treasury 
putting its shoulder to that - t hose two particular 
amendments. 

Ho, it would make the biggest difference, if that could 
be put over . Hot in the course of a month or two, but 
in the course of a year, it would make more difference 
i n actual building than ever ything tha t llr. FHA 11 doinc 
put together . 
Well, we bad a hunch down here that that was so, and 
that ' s wbf I ' m inter ested . 

The b1&sest par t of the in&l1sh procru was not the 
Gover naent-subsidized boustnc • 

~ .. 
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S: 

a.r.I .Jr: 

S: 

H. ;.l.Jr: 

s: 

H.li .Jr: 

S: 

ii .ll .Jr: 

S: 

B.l.Jr: 

S: 

H.M.Jr: 

S: 

B.II . Jr: 

•. 
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It was the money that went into limited-dividend 
and cooperatives throush their - what corresponds 
roushly to our buildins and loan associ ations, and 
from Government sources. It could be r ented at full 
economic rentals, of course . 

Yes . Well , I suppose that that would follow. 

Henry, could I talk to you a minute about it? 

Sure . 

There is a certain h.ostility in certain quarters 
because friends of ours in high places lost mon.ey on 
Radburn • 

• vnere is Radburn? 

Radburn was an alleged - ill-conceived limited-dividend 
affair in New Jersey which was a purely experimental 
project by Clarence Stein and the Bings; and certain 
friends in high places lost a little money in that 
and therefore the word "limited-dividend" has a 
particularly ominous connotation. Now, it ' s just as 
reasonable to damn the whole limited-dividend movement 
because somebody lost money in that as to say it of 
the guys that experimented a long time with flying 
machines before a fellol'l called Orville Wright came 
along and perfected them. 

Yes. "ho - who's the high place? 

l.lrs. Roosevelt. 

Did she? 

Yes. 

She had money in it? 

She had a few thousand dollars in Radburn and lost it, 
and the moment I talked to her last summer - every time 
I•d say limited-dividends she'd explain me how they 
didn 't work. 

Well! Ah - •• • 
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S: 

a.ll. Jr: 

5: 

-J-

You are on the right track one hundred percent 
and you'll have every houser in the country with 
you. 

I •m sure it would be easy enough to expl ain it to 
her , because , frankly, I 1ve never known her to be 
influenced by her own pocketbook before. 
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I don ' t think she's influenced by her own pocketbook, 
but I think her Judgment is clouded by an unfortunate 
personal experience . 

B.li . Jr: Oh , .vell, that may be possible. 

5: --.,._T.._na~:t·-, s- all t hat I mean. 

B.II. Jr : 

5: 

B.l!.Jr: 

S: 

H . ~ . Jr : 

S: 

a .~. Jr: 

S: 

a.M.Jr: 

S: 

B. ii . Jr: 

S: 

Yes . 

Because it couldn't affect her own pocketbook • •• 

No. 

. . . even remotely • 

No . Well •• • 

That was long , l ong ago . But - Just the way =1 own 
wife says . But I think the men- - the word has en 
unpleasant connota tion; tha t ' s all I mean. 

Well , I think - wasn't Clarence Opper 1n on that too? 
I mean wasn 't be counsel for Bings? 

I didn't know that. I &mew t hat Clarence St ein, who 
was the architect at Hillside, was the architect. 

Oh . 

And the thing was nobly conceived. As I tell you, 
Helen put quite a little money into it. 

Yes . 

But it was Just bad Judgment. 

Yes. 
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a.a.Jr: 

s: 
l! . li . Jr : 

s: 
B.i.! . Jr: 

S: 
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Now, they di d an impor tant experiaental, pioneerinc 
work . I don't know bow else it could have been done. 
And I think wnatever money was lost in it was well 
lost. 

A~l right. Well, now, Nathan, I'm going to put it 
in the hands of Ed Fol~y . 

Yes. 

And ne 1ll show you the amendments as they're drawn 
and let you people l ook over them. 

rtignt. 

And then I'm going t o ask him to work rl tn you, and 
I d on ' t think - I'm not going to call up anybody else. 

o'lell now, there I must ask your Judgment. You know, 
I act entirely through Wagner. 

H.M. Jr: Yes . 

S: 

a.a. Jr: 

S: 

8. :.1 . Jr: 

S: 

H.Y. .Jr: 

S: 

S.ii. Jr : 

And it would depend entirely on Wagner's wishes as to 
whetner he ~ants to put thes e tbings in, and so for tn. 
But i f he would, it would help us perfectly enormously . 

I•ll call him up .yself. 

Oh well, of course, if you would handle, it' d be swell. 

Well, I ' ll call him up a nd tell him I ' m int~rested 
a nd that we' re - tha t if he has no obJections, that 
we ' d like to work with bill and with you on i t . 

And would you emphasize very s trongly when you do 
that that it was in the original bill, because he 
might not recall t hat, you know. 

Yes . 

Gosh. 
Sure. sure. I• ll do that . And then, I'm leav~ 
at noon tomorr ow and !rom this point on Foley wi 
the ball. 

town 
carry 
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5: 

R.ll.Jr: 

S: 

a.II. Jr: 

S: 

&.II .Jr: 

_,_ 

I • 11 DOt to do UV"tbiDI util I b .. r troll Pole,. 

Ri&bt. 

l"ine . 

Thank you, Batban. 

Oood luck, Henry. 

Oood-bye. 
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s.li .Jr: 

operator: 

J! ,II .Jr: 

Robert F. 
'1/agner: 

i : 

B.li.Jr: 

·= 
a.:.: .Jr: 

Tl: 

a.!l. Jr: 

W: 

R.li .Jr: 

10 : 

B.!i.Jr: 

1: 

H • ..I .Jr: 

'ii : 

I!.Ot .Jr: 

W: 

B. l.!.Jr: 

•. 
. , - . .. ..... ...... . . 

-----

236 . - .. 

Hello. 

Senator Wagner. 

Bello. 

Yes . 

Hello, Bob? 

R8llo, Henry. 

How are you? 

Januerf 10, 19)8. 
10: 0) a . ;n. 

Oh, got a cold . Otherwise, all right. 

Well, that ' s too bad. You ... 

Well , we always - we ' ve always got sometb.ing, haven't 
we? 

lbat 1 s right. 

(Laughs) 

Bob, what I ' m calling 

~xcept you. You're always in perfect shape. 

Oh, go on now. Listen, when di d you take the blarney 
s tuff? 

Yes. 

o'lha t I 1m calling up about is ttlis. I just got through 
talking to Nathan Straus. 

Yes . 
And in your original bill it was possible for the 
Government to l oan to li.m1ted-d1vidend corporations, 
and a~so to c9operat1ves. 

Yes . 
.lind we here in the Treasury think that it would be 
very useful if t hat could be put back in again . And 
Nathan says that he doesn' t lcnow anything wtlich would 

Regraded Unclassified



'II : 

H,JI ,Jr: 

1: 

a.J .Jr: 

1: 

E.:t. Jr: 

H.;l.Jr : 

w: 

a.O! .Jr: 

!I.II .Jr: 

'II: 

!l. !i . Jr: 

ll : 

be •ore helpful OYer a period of a year fro• now, 
than that. 

Yes. 

And he said that certain groups had it knocked out. 
And I think if that's put back in, there are people 
who will make use of that - those funds . And I'd 
like if I could, if it' s agreeable to you- you know, 
Foley is with us now, you know - Ed Foley. 

Yes. 

And I 1d like to have nim either to call on you aaybe 
with Nathan Straus and go over it • • •• 

Yes. 

'Rould that be 

Henry, here's one of the difficulties . You see, one 
of the reasons - it was stricken out because they said 
this ought to be purely a slum clearance proposition 
end nothing else •••• 

Yes • 

••• and the money ought not t o be diverted to these 
purely private enterprises. 

Yes. 

You see? Although in this housing bill that ' s now 
in conference • ••• 

Yes . 

we ' ve got - you know, this mortgage association 
~~y make loans to the limited-dividend corporations) 
and besides, their loan may be insured by the 
Government. 

I know. 

But of course that's a ~ittl~id!~{~r~t~~·i~; r:~!on 
there was quite a lot o 

1
sen ~t'it would endanger 

I struc.k it right out . saw 
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a.li . Jr: 

<:1: 

a.:.t .Jr: 

1: 

l : 

B.li .Jr: 

If : 

a.:.t.Jr: 

• . .. 
l! .li . J r: 

1 : 

a .... Jr: 

71 : 

B.Y. Jr: 

r. : 

H.!G .Jr: 

• 

-3-

the bill . 

Well , Bob, I' 111 - I always talk frankly to you. 

Yes. 

I'm terribly worried that if you•re goi ng to wait 
for these cit ies to cooperate, we ' re not going to 
get a nything. 

Yes, I• m afrai d so . 
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And you take an outfit like that Garment Workers up 
in the Br onx. 

Yes . 

Well now, those sort of people could be helped. 

Yes . 

And I understand that some of t hem are ready to go . 

Yes . 

See? 

Of course, there woul dn't be any slum clearance in it, 
would there? That ' s tbe difficulty . And • •• 

It•s - it' s low cost hous ing . 

Yes, I mow . 

And - end - ah - liatit the amount t ha t could be used 
for this purpose . 

Yes . I think you' ll bave real difficulty with it, but 
I •m willing to undertake it . Will you get the Presi dent 

to support it? 

I 111 speak to billl at lunch. 

Yes, talk to him a t lunch. 
t bill at 1 unch and I •ll tell him tba t -

!:~er~ think 1t wouid build low-cost houses; it I'll 
that 
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J : 

a:!. Jr: 

1: 

B.li.Jr: 

.. : 

'II : 

H.I.I.Jr: 

11: 

-4-

would Just give another - two 110re strings to the 
bowl. 

Yes . 

239 . 

And I think we ' ve got ev~rything to gain and nothing 
to lose . And if he thinks well I'll ask him t o either 
call you or write you a little note. 

Yes. Or - that would be - authorize me to quote him, 
aon1 t you kno1r • 

.. !1 right. ., 
liomething of ma~k1.nd, see? 

I'll take it up with him at lunch, and if you don•t 
bear from hill , then yo~ know I was unsuccessful . 

All right • 

Row • s tbat? 

All r ight, Henry. 

'.i.b.ank you. 

'!hank you. 
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Jy h&r »r, Aldrioho 

Jo.n.ut.ry 10, 1938 

\It .y­
*~· 

Rotorence ia .. de to your letter or Ausuot 11, 1937, rt.it lnS 

eorta1n polnto ln oODnection with the e.pplict.t1011 or the •l.D.Idns t'wld 

created by tho Victory Liberty Loan Aot, u .....,dod, -..c~ requ .. tlns 

1uob oo..,onta t.l I .J.Sht oontider approprit.te to •kt upon tho o.uthori­

tatho attitude or tha Secreto.ry or tho Trat.oury to-rda tho roqu l ra­

!4Dtl and purpoaea or the Act, I t.a aorry tho.t your latter hao not 

boon o.nawered sooner but tho preaaure or publlc bualnou .,ulc! not por­

alt ao to r;i•o it ~ paraont.l o.ttontion until thia t~. 

I o.pprac i o.to your interest in tbia .. tter o.nd hue earel'ulqo 

noted tho roaaono o.dn.nood i11 aupport or your rl•• . It ..... to .. that 

your inquiry it twofold. li'irot, doll tho law l~t,y a duty on tho Saerttal')" 

or tho Trouury to uhauat tho o1nldns t\md each year ln rat1rlns bond• 

e d cotes? And aacond , aeawoins tha t it doll not , but t~.e.t tho Soorotal')" 

or tho Trouury would. be o.t liberty under tho low ao to upend tho tinkinl 

tucd , what roaoona ot policy underlie tho Dapartaent'a proeont praotioat 

Ae lndicated in your letter, tho principal prorldono rolatlns to 

tho eictint; fund are oonto.inod in tho ao-co.llad Vioto..,. Liberty Loo.n Act , 

•• uondod (O,S,C. title Sl, ooot1ol1 767) , the pertinent provlaionl ot 

whlch are u tollowso 

"Thoro i t orao.tod in tho Treasury a ou .. lo.tivo eintins tund 

ror tho ret1re•ont ot bonda e.nd notoa ilauod under • • • varioue 

Liberty Bond Aota e.nd tho Viotol')" Liberty Lot.D Aot, o.nd out­

eto.ccllnr; on July 1, 1920, o.nd ot honda t.cd notoe thereafter iaoutd, 

under any of auoh Acto . The a1nking fund o.nd all addition• there­

to aro horaby t.pproprlt.tod for tho pt.y.ont of euoh bond• o.nd nota• 

&t ... turity, or tor tho rad .. ption or purchase tberaot bttor• 

aturi ty by tho Saorato.ry ot tho 'freaoury a t ouoh pric11 and upo11 

auoh t.,.,.. o.nd oonditi ona u ho ohall praacribt , and ohall be 

available until o.ll ouch bondo o.nd notal are retired. • • •· For 

oaoh tiaeo.l year, unti l t.ll ouch bondl and noteo are retired there 

h hereby appropriated, out ot t.IIY .onoy in tho Treuury not other; 

wiao t.pproprie.tad, tor tho purpoooa or euoh ointing fund, t.n .. oun 

equal to tho 1 .,. ot (1) zi por cantu. ot tho a r;srosate uouct or 

ouch bondo o.nd note• outoto.ndins 011 July 1, 1920, lo01 t.n 1110unt 

lqual to the pt.l' UIC)unt or 1J1;f obliptiODO of foroip> SOvtrnMDte 

hold by the United Sto.ta• on July 1 , 1920, t.nd (2) tho ic~eotth 
whi ch WQild ht.n bton pe.yablo durins tho fhcal yaal' for cb • 

appropr1t.tiol1 ia .. do on tho hondo and notaa puroht.oed , rode ... d, 

or pal 4 out ot tho aillld.ng t\md dur inS ouch yeAr of' in prarlo<~l 

yeara." 
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Section 6 ot tho Vlotol')' Libert, ~ aot , 'llh1oh orir;iDaU~ 

0
,.atH tho oinldllr; tluld, opoc1tioal}J ropMled oortaiD .. otlou ot tho 

britH Statutll - to wit t Sootiona ll&ee, a&", l!6915 , l!696, an.d part 
ot soot1on 8689. AD na•tn•tiOD ot Sootlon l!&" ro'fOala that It pro­
ridtd tor a tpoclal tluld ( 1D tho D&tun ot a o1Dld.Dr; tluld) to be uaod 
tor tilt rotireunt of tho public debt. It wu couched 1n tora~ which 
eloarl)' iapooocl a duty upon tho Secretary ot tho Troooury to uoo tho 
tiAkiD~ 1\lnd tor tho rotir-nt of 1 por contua ot t ho public debt t&oh 
rlooal year. Tho port1Dent port ot Section 36$4 1o oo tollowll --

"Tho coin paid tor c!utioo OD 1aportoc! r;ooclo ohall be oot 
apart u a opecia l t\uld , and oball be a pplied oo tollowu 

"Firot. To tho p&yMDt 1D colD ot tho 1Dtoroot on tho 
bondo and no too ot tho United 6tat01. 

"Socoocl . To tho purohaoeo or pa:y.ont ot 0110 por cOD- ot 
tilt ontiro debt ot the Unitoc! Statoo, to be •cl• withiD each 
thoal year, which 1a to be aot apart oo a oiDld.Dr; tluld , • •.• 

!'he repeal ot that .. ction one! tho oubetitution ot tho iDetODt oiDld.Dr; 
fund prorlaion, wbioh 11 not couched 1D UJ1f loncuar;o 1apoo1Dr; a duty to 
uu tile f'~.nd at UJII particular tiouo lndicotot oloarly that it -o tho 
lllttntioo of Consrou to olillinato &fill ouch duty. 

Further o'riclonco of tho a baenco ot a ~~anc!ato in t ho Aot to oxponc! 

24::. 

tho tlnldn~ fund oaoh year i o to be found 1D tho clitferenco between tho 
lor,£11•&• prorldiDr; tor t ho appropriation 1Dto tho t inldnr; tuncl and that 
lll.kinr; an appropriation ooYoriDg oxpondi tii'reout ot tho fund oo c roatod tor 
tho retlresent ot tho public d ebt. lb tho to""' ot tho Aott "For oacb tit­
eat yur • • • thoro 1a horoby a ppropr iated • • • tor tho purpou ot tuoh 
•lnkin& fund , an ......nt equa l to • • •· • (UnclortcoriD.r; oupp11od) Tho a ppro­
~riat\on of tho tluld oo oroa tod 1a couched i n tho tollcwin& ~·c•• •Tho 
•lAkin& fund and a ll adc!itiona thereto are hereby a ppropriated tor tho p&J­
""'t or tuch honda &Doll note• a t - turity, or tor tho rocl•ption or pu rohau 
tharoor botore •turity • • •.• 

In tho abu nco ot a opecitic direction in thh prorloion tbat tho 
appropriation tor oach thoal y .. r .. at be oxponc!ocl dur1Dr; that year • 
tho .lot 11 to be oo interpreted that t ha intent ot Conv .. • io oarrlocl out 
and unreuonablo ooncluoiono are aYoidocl . Tho iDtC>t or Congroae • oxproootd 
In Identical lancua&o in tho Houoo and Senate report• on tho bill , wu at 

tollowao "Thio oootion ( oootion 6) ropMlo tho old oinlc1DC tund prorloiono 
• • and oroat .. a 2-1/2 per cent ou-lati•• o1Dl<1Dt; tuncl calculated to ~:iro?88 
~whole war debt in 215 yoaro.. (UndorocoriD' oupplied ) s-to !toper d ,:· • 
o5til Coo£rau ,""if"Souioll, P• 8J B.R. Report llo. 11!1, 66th Con&roll,~ i.:•:, 
c!o,, P• 6, Boarlnr; in Jlincl that tho purpooo ot tho o1Dit1DC l'lmd pro 

1 
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tho Aot •• to retire d ebt , it would ••• th&t the .lot 1a not a ..,dat e 

to tho Sooreto.ry of the Treo.aury to use the fund eo.oh :yet.r to the extent 

It 11 n d lable 1D r ot1rlnr; bonda a.Dd DOtoa , u i a r;e~~ert.l}¥ reoop1aed 

oad 11 odaittecl in :your let te.r 0 tho p&Y}IIent ot • turod ob l1r;ationa out 

ot tho dllkinr; fund do., n ot retire debt 1D deficit :yot.ra a1Dce n n obl1-

~tlono aut be aold i n order to obtain tho money to retire tho a tured 

obllp tlono e l t hor throur;h tho a1nlc1Dr; tunc! or tho tonoral fund or the 

freuury. 

Had i t boon tho purpoao ot the Conr;roaa to iapooo t. c!ut:y to 

u l:ouot tho ai nld.nr; fund each :yot.r, it would han boon aiaplo tor the a to. t­

utu t huo to prorldo in ao -.ey worcla, But it dooa not do ao, In deed , it 

~Ofl not include t ho uaual and taail1ar provlaion under 'ltl i ch oxpenditureo 

eont oaplatod to bo allocated in )•earl:y poriodo are ordinari ly a.t.borirod . 

n o coaalt tooo ot tho Conr;roaa deal ing with the aubjeot ot t ho ainklnr; 

(Wid •ore enti rely taaill t.r w1 th &nnual operat1Dr; appropriationo which are 

osod tor th o nrloua dopt.rtmenta , Such t.ppr opri ationa , It not obl1r;ated 

c!l rlng tho tlacal )'eiLr t or which they t.ro •de avo.llt.bl e, l1Lp11 at the end 

or that year and can n ot bo obl1r;t.tocl thoreattor , Had tho Conr;rou 111-

to•tod t o indl ciLto a pollo:y tht.t the alnkinr; fund bo exhauatod oacb yoar, 

tho usual proviaion juat doooribod •igllt readily hiLn been inaorted, Tho 

ob .. nco ot the oxproaa lapoai tion or a duty and or the uaual provh icn in­

dicat ing • pol1cy ot yearly dloct.tion, ard tho preoence or tho prorlalon 

It&t the aaount of the a1nlcinr; fund ahould bo nailiL~ le until tho hondo 

and notoa are reti red , • r r t.nt only obo int orenco--nuolJ, IL lotlo liLti vo 

purpose to lot.vo t~o tl.ainr; ot tho oxpondituro ot tho ainking tund to tho 

oeund dilc rotion ot tho Dopartaent in tho light or oi rcuuto.nce o aa tbq 

ldg)lt ariu, The reporta or the Soorott.ry ot tho Treaaury to Conr reoo 

han oxproa a ly indicated that pa r t or t ho o1Dk1Dr; tunc! hu not boon ex­

ponded in t ho tiact.l yot.~o 19:14, 1936 a.nd 1936, Congrou hao not quoo­

tlonod auoh bt.ndlinr; or the ainld.nt; tunc! . 

You s uggeot tbt.t exiotinr; lor;iolation veato a legal ~i ght in tho 

hoUou of Govornaont ohlir;a tiono that tho oinking tunc! ohall bo uaod to 

:aintaln t ho .. rket p~ico or such obligationo, Tho~• are naey r euoDO in­

dicating t hat lllCh -· not tho inllention or Congr• ••· l Mntion on l7 ontJ 

tntor tho u pr.,o toru ot the o1Dkinr; tunc! pro•ili on tho ontiro oinld:nr; 

tWld could be uoed tor the pa:yact ot •tu~ inr; obllptiono, I ,.. unable 

to . .. how 1n dofic it y ouo tho Mrkot pr ice o r GovortUDODt obli~tiono 

•oul~ i n any n :y bo a d•eroe}¥ a rroctod by •t..rinr; obl1r;1Lt1on o bolD& paid 

out or tho general tun4 of tho Troaoury or refunded into other Go.,.rnaont 

obllgatlona 1notoa4 ot bolnr; pai d out or tho o1Dklng tund . 

Ae oordlnr;l7 i t 1o the rlew of t hio Dopartaent tha t under t~ law 

dhcretionarv a1.. tho;i t:y io vested In t ho Sooreto.ry ot tho Treaoury u-

l'l~d or n t to o:xpond tho a1nlc1nr; tund app~opriationo in any one yoar, 

In connection w1 th your 1Dquiry aa to tho rou ona or policy under­

lying t ho Department• a present practice with re a poe t to th o sinlcill& tund , 

1 du lro to .. leo tho following c-to• 
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I aa quit. oertaba tll&t J'CN Uld I -ld acr" tbat the purpo .. ot 

thO ei.Aldlll t'lmd 11 to reduoe the public debt ODd not to e.djuet outetUid-

1"' publl~ debt obllptiooa u betw• holden. I bellne that the azht-

111& treuury policy aiM to pel'llit the tull _,t or the e i.Dkinc t'lmd to 

bl 1pp11ed eftntualq to the actual n4GOt1oo ot the pubHo debt, *•reu 
tbt eu~r;eeted alternathe ot uebac the antin ei.DidDc t'lmd ... ch :ree.r 'lllln 

tbert h a detieit would II&.,. no 'beneticie.l reaulte to the holden ot 

•turtd obl1r;at1ona , · 

I do not bell•"• that the acc\lalle.tion ot a credit 1a the e i.Dkinc 

tlmd dur lnr; deficit yeara to be e.pplied 1D yee.ro when rnenuee ot the Oo.,.rn. 

-t """"'d expeDditur .. will neult 1D Ul abODdODMnt or the oiDiclnc fund , 

Froa the point ot dew ot holdero ot •tured oblit;e.tiona it would e.ppee.r 

to •J<e no ditferance whether upon -turity they e.re paid troa the oinlciDc 

t\llld or troa other IIOneya I.T&ilable for the retire•111t of the public debt at - ·tuJ•lt: 

Aa you lalow, the tn&oury V.par-nt throur;h ita Daily Sta-t, 

tbe Public Dabt Ste.te-nt and in other -Y• •Ice• nailable to the public 

1\lll lntonoation conee rniDt; the reolipta and ezpenditureo ot the Gon,..._t, 

Aeoeordin&ly, I u unable to underete.nd how it •Y be juotl:r charr;ed that the 

tdluro to ezpend the enti re einlcinc tund in any one y ... r oboourea the 

t rue bude;etary end tiao&l litu&tion or diltorte the true poaition ot the 

t lnonci al operation• ot the Oonrnullt foil th&t year in oo~arhon with 

other yee.ro when the entire einlcinr; tund baa been expended , 

I truet that t he torer;oint; t;h•• you the intoration 'IIIIich you 

duiro end will be ot uliotence to you 1D oonneetion with your oonlider&· 

tlon of thh probl-. 

~r. lilntbrop W, Aldrich, 

t'halr.q, Board ot Direotora , 

The Che. .. l&tional Bank, 

low York, 1 .. York. 

BB,lll 
!)pod 9/27/a? 

Very truly youre, 

Seorete.ry ot the Treaoury, 
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TMtl IRC_.,AJI't or '1M& TM··-

R&S 

January 10, 1938 

Ribbon copies of nttached memo were 
mailed to the following today: 

24~ 

(Letters of transmittal dated 1/10/JB) 
(signed by the Secretary) 

The President 
Secretllr)· of State 
Secretary of War - t.TTEIITION : 

COL STRONG ( 

Regraded Unclassified



c 
. . - -·------------· 245 TREASURY DEPARTMENT 

INTP 0"P1CC COWMUHICATtON 

DATI Januar7 8 , 19)8 

TO 

subject: 

Secretary Morgentbau 

Mr. Haas 

Current United States trade with Japan and China 
(Preliminary data) 

the first tour weeks -(1) United States exports to Japan during the tlrst"'?our 
weeks of December were considerably lower than during the 
rust t our weeks or November and October ot this year. 

United States exnorts to Jaean 

First tour weeks ot 
December 12JZ November 12JZ Ootober 122Z 

1st Week $ 1,7oll-,ooo $ 1 , 180, 000 $ 1,72~,000 
2nd Week 5,)C~ , coo 4,8l),OOC ~·44 ,coo 
'rd leek 2,39 , coo 4,745,00C , ~2,000 th 'lleek } , C}l,OOO J , nc ,ooo 6,z 2,ooo 
fotal 4 Weeks $12,436,000 $14,468 , 000 $18,728,000 

(2) Unlted States imports from Japan during the tlrst tour 
weeks o! December compared with the same weeks or Noveober 
and October of this year decreased sharply, the decrease being 
particularly severe in t he last two weeks of Dece:~~ber. 

1st Week 
2nd ll'eek 
~rd feelc 
t b 1'eelc 

Total 4 weeks 

United States imports !rom Jaoan 

First tour weeks of 
December 193Z November 123Z ·October 123Z 

$2,159 , CCC • 3, 2)4,ccc $ 3,328,000 
3,406,cco ~,65 ,ooc 3,484,000 
2,672,000 ,33~,000 ~· 19,000 
1.}18 ,000 l a Zl ,000 ,o6c,ooo 

$9 , 555,000 $ 14, 94o,OOO fl4,79l , OOO 

The imports from Japan, 1n 1935 and 1936, did not decresseln 
durtng December ot those years compared with preYioua months. 
Oece:U~er 1936, United States imports from Japan amounted to 
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SecretarY llorgenthau - 2 

!!6•~f.ooo cOCDpared w1thjl5!'1W,ooo tor loYelllber ot that 

1
ear:n biiceraber 1935, Ute Statu 1taporte troa Japan 

1~unted to 11~ . 370 , 000 compared with t1~.022 ,000 tor the pr e-
ceding month • 

(}) The to1low1ng items show large decreases 1n our exports 
to Japan during the t1rst tour weeka ot December ae compared 
nth the urat tour weeks or November and October or 1937: 

Firat tour weeks 
December 1937 NOYember 1937 

Petroleum products t 3 ,333, 000 t4,~51 ,000 
Industrial mach1ne17 982,000 1,383,000 
Iron a: s t eel sem1-mtra.899 ,000 1,172 , 000 
v~olea , parts & 

accessorles 
Cooper 
Scrap iron & steel 

Scrap b rass & brass 
Hlde s and akin a 
Fe rt111 zere 
Coal tar products 
Ferro-alloys 
Indus trlal chemloal s 
Plg iron 

710,000 
Gal,OOO 
~79 ,000 

Jo4,ooo 
270 , 000 
13~ , ooo 
102 , 000 

51 , 000 
33 ,ooo 

Nll 

81W,OOO 
1,570, 000 

564 ,000 

550,000 
372 , 000 
23~ .000 
181, 000 
356,000 
216,000 
201 , 000 

or 
October 1937 

-~ .216,000 
1,345,000 
3 , 580,000 

63~,000 
1,~1,000 
99~ .000 

~lS,OOO 
S3J,OOO 
2M,OOO 
255,000 
279,000 
133,000 
ss7 ,ooo 

The r ollowlng items ehow large 1ncreeaes i n our exports 
durlng tbe rtrat tour weeks or December es co111par ed with our 
e~orts or t hese items durlng the tlrst tour weeks or November 
and October or 1937: 

Flrst t our weeks or 
December 1931 November 1937 October 1937 

Cotton , raw 
Paper base s tocks 
Tobacco and manu-

factures 

$1, 650,000 
1 ,389,000 

257 , 000 

$673 ,ooo 
940 , 000 

Nil 

• 9~1,000 
1,106,000 

19,000 

(4) The i mports ot rew silk decreased by more than $3,000,000 
1n t he first tour weekS ot December compared w1 th the nrat four 
•eeks or November 1937· Imports other than sllk also declined 
sharply during the first tour weeks of December, compared w1th 

Imports durtng the r1rst tour weeks or 
Deostabsr 1931 NOYember 1931 October 1931 

previous months. 

Raw s1llt 
lJ~?orts other than 
· raw allk 
total 

t4,925,000 $8.09~ .000 

~.6}0 .000 .. ~~~~ 
t9,555,ow 

$8,021,000 

246 
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secret ary llorgenthau - 3 

fhe items imported from Japan showing increases in the 
urat four weeks ot December as co111pared w1 th the t1rst tour 
weeks of November 1937 were tea, oheDI1cale and related prod-
ucte , metols and manufacturers, flax, hemp and r .. ie aanutacturea, 
aM briRtles. All the other significant !teas decreased in the 
later period. 

(5) Of the total ot 112,436,000 ot exports to Japan during the 
first four weeks ot December 1937, the following 1 tems account 
fer almos t all. The November 1937 t1guree are shown tor compar-
!aon. 

Petroleum products 
RAw cotton 
Paper base s took 
Industrial mach1ner1 
Iron and eteel seDI1-manutaoturea 

Vehicl es . parts and accessories 
Copper 
Scrap i ron and steel 
Scrap braes and brass 
1!1dee and skins 

!obaoco and manufactures 
rertil1:.ers 
food, unmanufactured 
Coal t ar products 
Pig lead 

~ible vegetable products 
Naval stores, guJIIS and resins 
Cheo1cal special t1ee 
f'erro- allo)'a 
Industrial chemicals 

.Ul other 

!otal 

Firat tour weeks ot 
December 1937 November 1937 

$3.~33,000 
l,o50,000 
1,389,000 

91$2,000 
1$99,000 

710,000 
6151,000 
479,000 
304,000 
270 ,000 

257,000 
lJii-, 000 
111$,000 
102,000 

95,000 

59,000 
57,000 
54,000 
SJ.,OOO 
33,000 

779.000 

t l2,436,000 

$4,451,000 
6]3,000 
9140,000 

1,31$3,000 
1 , 172,000 

g4o,OOO 
1,570,000 

564,000 
550,000 
372,000 

H1l 
2JII-,OOO 
94,000 

ltU,OOO 
41,000 

19,000 
92,000 
17,000 

356,000 
216,000 

703,000 

$14,461$,000 
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(6) or t he total ot 19,555,000 ot our i lllllorta troa Japan 
during the tiret tour weelr.a ot Deoe•ber 1937, the following 
1tema aooount tor almoat all. 'l'he NoYember 1937 tiguree are 
ebown for oomparieon. 

Firat tour weelr.e ot 
December 1937 MoYember 1937 

Rawa1llt 
Cotton manutaoturee 
Tea 
Porcelain and ohlnaware 
Paper and •anutacturee 

Prrethrum tlowere 
?hh 
Silk manuf actures 
Chem1oals and r elated products 
Vegetable tood products except tea 

lletals and manufactures 

14.925,000 
o98,000 
448,000 
272,000 
2~.000 

246,000 
244,000 
205,000 
191,000 
11i8,000 

Fl ax, hemp and ramie and manufactures 
Earthenware 

155,000 
153,000 
112,000 
106,000 
104,000 fool and manufactures 

Rayon and manufacture• 

food and manufacture• 
Glasa and gla11ware 
8r18tles 
All ot her 

! otal 

99,000 
92,000 
74,000 

1 ,015,000 

19.555,000 

18.095,000 
979,000 
li-33,000 
308,000 
260,000 

373.000 

~:ggg 
9~.000 

187,000 

139,000 
142,000 
220,000 
183,000 
205,000 

443,000 
189,000 
67,000 

1,668,000 

$14. 911-o' 000 
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United Sts.tu trade with China during the t1rat tour weelte ot 
~cember 1931 · 
(l) United States exports to Hong long, China and llanchuria 
during the t1rat tour weelta ot December inore111ed el1ghtl:r 
oYer the t1ret tour weelte ot Jlo•ember 1937, the inoreaee being 
ln our eXJ)ort e t o Shanghai, South China porte and Hong long. 

let II weelr.e ot 
December 193 7 

lat II weeks or 
November 1937 

United States export• to: 

North China and Shangbei, South China 
Manchuria and Hong l ong 

$2,417,000 

2,61)6,000 

$4,523,000 

3,067,000 

lbole month ot December 1936 

Total 

$6. 91io. 000 

5,723 ,000 

$1) , 21)1),000 

(2) United States imports trom Hong l ong, Chi na and Manchuria 
during t he t1rat tour weelte ot December were lower than the t1rat 
tour weelr.e ot November 1937. 

let 4 weelte ot 
December 1937 

ht II weelr.e ot 
November 1937 

United Statea i mport s trom: 

North Chl.na and Shanghai, South China 
Manchuria and Hong l ong 

11,053 ,000 

1,845,000 

$3,683,000 

3.917,000 

lbole month ot December 1936 

Total 

$4, n6;ooo 
1), 762 ,000 

$1) , 361),000 
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(}) Leading export 1tell8 to Chlna: 

( a) To North Chlna and Kanchurla 

Iron and steel sem1-manutacturea 
vehicles , parte and acceaaorlea 
petroleum product a 
Tobacco and manutacturea 

Indu,tr141 mnchlnery 
food, unmanutactured 
Raw cotton 
All other 

Totnl 

Flrat tour weeks ot 
December 1931 November 1937 

11,429 ,000 
439, 000 
19!!,000 

96,000 

!!3,000 
59,000 
3!!,000 
15 . 000 

$2,417,000 

11,510,000 
312,000 
267,000 
197,000 

14,000 
61,000 

168,000 
127 ,000 

$2,656,000 

(b) To Shanghai, South China ports and Hong Kong 

Pet roleum products 
Vehicles , p!lrts and accessories 
Iron and s t eel seml-manutacturea 
Tobacco and manutactures 
Edlble vegetable products 

?r1nted oa tter 
!'lrelll'l:ls and ammunltlon 
?a))er canutactures 
All other 

!Otlll 

Fi rst tour weeks ot 
December 1937 November 1937 

$1,055, 000 
971 , 000 
6o6 , 000 
596, 000 
271,000 

109,000 
99,000 
96,000 

120 . 000 

$4, 523 ,000 

$ 808,000 
231,000 
524,000 
399,000 
201,000 

133,000 
46,000 
65,000 

660. 000 

$3,067,000 
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(~) Leading importe trom Oh1na during the tiret tour weell:a ot 
December 1937. 

(a) From North Oh1na and llanohuria 

Br1Stle8 
tool and manutaoturee 
Leather 

Cotton 11111nutaoturea 
Perilla oil 
All other 

Total 

firet tour weeke ot 
December 1937 loTeaber 1937 

• 39!,000 • m·ooo 179,000 ,000 
101, 000 98,000 

69,000 ~·000 
~7,000 J,OOO 

2 2,000 ~.ooo 

f1, 053,000 $1,845,000 

(b) From Shanghai , South China porte and Hong Iong 

food oil 
!in 
!'lax, hemp and ramie 
Briatlee 
Food product s exc~opt tea 
fool and manutaoturea 

Leather 
!law s ilk 
Cot ton manutaoturee 
Tungaten ore 
tea 
All other 

!otal 

Firat tour weeks of' 
December 1231 November 1237 

• 745,000 
567, 000 
523,000 
262,000 
190,000 
175,000 

16$,000 
141,000 
106,000 

!4,000 
74,000 

648,000 

t3,6t13, 000 

• 624,000 
641,000 
423,000 
194,000 
142,000 
139,000 

106,000 
412,000 
100,000 
48,000 

1)2,000 
256,000 

t 3.917,000 
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TREASURY DEPARTMENT 

..... ~ 1.0, 1938. 

,. secret ary l~orgentbau 

,.... ).lr. Haas 

subJect: Rungerr 

Hungary has strict exohenge pontr olo, iaport quotas, 
multiple currencies, clearing agreements, and blocked 
balances. 

The National Bank of Hungary has about $16 million 
worth of gold and about $12 million worth of foreign ex­
clll'nf'll. Her gold holdings have been t he same for a long 
time but her f oreign exchange r esources have doubled 1n 
the prs t year . 

.U~~t~o~t~~e~x?!t~~a4l~&l;!L~J!lmU.U· has been est imated 
at about 500, 000,000 currencies), classified 
es fo l l ows : 

Government long-term $16o million 
Government short-term 6o mi llion 
Private long- and short-term 2go milli on 

The external debt privately held by Americans has 
been est1mated a t $90 million. 

Although all f or eign debts are 1n partial default, 
new arrangements were made during 1937 oover1ng most of 
the external obligati ons. 

The 
the loan 
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over N>lt Hungery ' a tore1gn trade 1e 101 th Germany 
Austr1P ~nd Italy. According to our trade t\~es we ' 
boueht in 1937 about $5.4 million from Hungary ana sold 
h~r •bout t.6 million. Hungary's trade 1'1~ee, however, 
show l arger purchases from us, doubtless because ot pur-

• cMoe ot Amer1oe.n goods indirectly. 

Hun!l!lrS iB considered as being in t hf' CleriMn and 
! t"11tn •or it0 • She is in the 1revisionist bloci, i ts 
roreirn policY dominated by t he pr1no1ple or r ecovering the 
terr itory it lost by t he Versaill es TrPaty. Italy and 
uun"""I'Y hPVf' oonu:~on alms, but Hun e-ery does not be Ueve 
rtnly ern ~ trusted t o succeed or to help Hungary it she 
dO~F succeed. In rf'cent m~nths I tPly ~As shown l ese favor 
to uunp:pry and more to Yugoslt~via . 

~~ronny ' s pr opaganda movement ln qungpry i s intense 
P D~ cnntrols over 100 newspaper s , end is renorted to have 
• ~tr~nr ally in Admiral P.orthy, t~e ~egent or P.unprxy. 
~hP ~rmans , 1t 1e renorted, attemnted a coup in the spring 
o! 19;7 but t h e ooup did not come orr end GerlllBn 1ntluence 
!n t~ P ~ovrrnment 1e reportPd t o hPVP been lP. soened in 
rPCPnt mnnths. one ot t he goals of Pun~~ry l e t he recovery 
of Slovakia from Czechoslovak i a . So Hung~ry would like to 
coone rpte w\ th Germany t o destroy O:r.eohoslovakie, but t hPre 
1~ t h !' fear t hat if t he buffer between her and Germa~y is 
re~~ved ¥unrPr y may lose her independence t o Germany. 

A possibility tha t is just beg1nn1n~ t o r~cleve atten­
tion in Europe is closer oollabor a tion ,..1 th the Little 
Entente - i. e . , cooperation with t~e democracie s of Western 
<:urope . ~he ~overnment has promised to p~AB l~we ~ thin e 
fpr mnnths which will tend to democrat1Ee the country - ­
·~~, ~inr t he oxtension of the secret b~llot t o rural dis-
tricts. 
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ADVI81ER ON 

INTIERHATIONAL !ECONOMIC Af'I'AIM 

IIJDt.AIDinl 
.Jbii&J'7 10, 1938, 

lly dear Kr, 8eore,aryt 

I haTen1 t yet been able to diseuse wi'h Kr. Hull 

the quut1on of a Joint appointaent U the Wh1te House 

t o present the queatiOD of whe,ber oonTtre&t1one should 

be started regarding a po .. ible deb' ref\lllding &p"esan' 

with H\lllgary. I plan to try t o get the •tter before 

bia later thia morning. Howner, I hasten t o rush OTer 

to you an axaaination of the apparent reeulte of certain 

of the lll&in foraulas of settl .. ent that baTe been sug­

gested - were they to be applied to our aain debtore. 

The Honorable 

Hnry llorgentllall, .Jr ·, 

aeoretary of the frea.ur,-. 
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.r-., 10, lta. 

pgntg pr rpzr1ttM. 

fM B pn• BlalatOI' ... 81'. -.rat Bau, tile 

wUIIo\lt Upl-t&e rtawa .... u tt-I•J antru tr 

~~ a.,u1aa a...atloa, ..... lutnrt1ou w .... tlatr 

a paftl&llnt _....~•••• of tJao nllet ••M of ......, 

w tllo tblltocl Ita tor . fhlr 1au -.. ua-ocl lD tU 

Mla11tar1r 4o'" aoto pab11abo4 Dto .. Mr 11 atatlac .._, 

~· ~aa OoYtl'IIIIOat )lopocl at aa aulr date w a\'&11 

Uaalt of tJao urvaaoo (ooata1aocl la tllo •-1·•-J 
4t'-t aotoa of tile DtputMat of ltata) tll&t tllo UIIUocl 

Statee wlll oou14u U11f pi'Opoaala aacta thrcnap Uplo­

MUo e!t·-~• ~-- tu ,..,.._, of lllllabtadllaaa. 

n. lllainu lt ... s-- to opoa U aaualou at oaoa la 

thw of aepUatl•• ... pJ"OaaaUq -.twoea blo OoTt..,. 

••t aM otMI' oHUton. 

tt,•a,ooo, ._ ....... • • .. .,. 1a 1tao a1111 1aonaoocl 

bJ aoo1'11K latonet of .. 11,000, .. t\IMocl jpi'U 11, 

11114 • law tl,t• • 000 of ...,_ ,.,!-. ~ htorort fol' 

tn rauo ... 1 1/~ anu ..... -. 11, ltll· 10 Jllr" 

. .. ,, M" ...._ .-4o ,, ... ~ u, 1tn,-' unue ... 
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baa llo• ..... nat. 
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oaer end.ltoi'L •- to lie tllo os1J pl&Ul~r llarlr JIIEIU" 

o.a pwt to:rw.ft fOJ' 11&2; ••181 Oftl' P*i#'ial • tow .,., .. 

to~'•" 
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262 

On the laet page of 'f4Y memoran4UIII of 
thie date, ent1 tled •HUngarian Debt !fegotie.­
t1one1, 11 a miscalculation affecting 
compariaon with the terme g1villl( the League 
Lo&n. The m~or&nd\1111 states that 6Mo of 
3 1/.~ 11 a.a~. Obviously this ehculd be 
2 .1~. Thil reduces the payments in the 
18ohedule1 by about $13,000 per ann11111, a 
matter of oonaiderable importance in thie 
comp&rilon. 

The attached sheet should be substituted 
for the laet page of the memorandum. 

0 F. Livesey. 
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l!l'o l a\b&a s•-· 
AW • l nntel", 
oalW<I Stetee a.u&IIC UtMft'Ft 

rukl..-., D. c. 
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{- 10 - ~~' 
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llUDU ot tM llllllW Statee lllllaliiC utllol'lt7 .Or the prowtal ... 
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DEPARTMENT OF THE INTERIOR 

UNITED STATES HOUSING A UTHORITY 

WASHINGTON 

~~ '· lt,. • 

., 41&1' ll:r. 8ecr•tuT• 

26d 

the United States Houa1Jic Autborlt7 1D tbe DMr r.-. wtll 
bl raced with the probl• ot obtatntn1 hDda tar MlclDc loea to 
local public houatnc a1enolea tor low-rent boua1Da and al• olear­
uce. I aa wrltlne to ask 10111' ad.Ylce and aaalataooe 1D 4M11Dc 
lith thia pro~. 

tJndu Seot1oo 20 ( a) ot the lhl1tecS lltatea Boualq Act or 
1937, the llnltad. ltatea Boualq Authol'lt7 1a autborlaad. to la.u.e 
obll&atlona IU&J'&DteecS aa to pr1Do1pal 1114 intereat by the tlnltad. 
Statu, which lt ,., a ell to obtain tu:o4a tor loan• tNt not cranta, 

Seot1on 20 (e) ot the Act authorbe• the .lut hor1tT to request 
tlle Secretarr of tbe !l'eaiUI'J to li&J'ket obU.:aUon• l u lled by ua. 
It ocoura to ua, bowenr, tbat the 1'reaauey IU&ht M w1ll1nl to 
putlo1pate 1D thh t1n&Doln1 111 tak1nl ad'lant&le of 11ot1on 20 (4) 
or t.M Act which authorlaea the Secr etarr of the 1'1'euur, to PID'­
cbaat obll&atlona 1anecS by the .luthorltr. 1'h1a procedure woul4 
bt preferable to ua. 

In 4ecl41nf 'lbetber JOU rill be able t o extend t h1• aas1at-e, 
1011 will na tura 17 -t to lmow 1n what uountl 1114 at what perloda 
tba 11n1ted Statea Houalq Author1t7 pr opo1e1 to l11ue obl1cat10ftl, 
llllder the law aa JOU lalow, the United lltates HoU11nl .luthorltT 11 
now autborla;& to 1uue 1uoh obllcatlona 1n au aa>UDt not to exceed 
one b!Dire4 alll10D ctoll.ara (•loo,ooo,ooo) . Bo...,er, .. the aa>IIDt ~ 
obll&at1on• whloh w are llbl7 to inue durlnl the next llll _thl, 
or nen tbe nut fMI'• w111 be qulte ~1 because 1t rill tab -
tt.e tor the 11u1141Dc JII'OCI'• b&oad 111 our loan~ t o cet 1n tull 
•1111&. I teel ta1r17 certain that not 110re than twent7-t1n a1ll1oa 
4oll&l'a (12' 0 00 000) worth ot auoh obllcat1onl will need to be 
luu.c~ ntlli th: -' dll 80Dthl, and 1t will be teallble Ullder 
our procraa tor ua to let JOU kDDW wll 1n ad ... anoe • • to the -t 
ot obUcatlona wblab w abell baft to 111118 ,.r1oc11call7 thereafter • 

In 'lin ot tbeao taot• 
1 

tiM tol.low1D& \.o que1t1ona are ~ 
alt te4 tor rour adrtoea 

(1) Ia the 'freanJ'f w1111Dc to plll'ohell• tbe bon4~i ~:.. 
United ltawa aoualJIC .AIItborltT, and 1t ao, 
woal.4 be .. uaraetort' 
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In ... , ........................ "~law.& 
an4 ...... lld1 tM !!? I 1_,. ... II' .,, .. Yilll 
........ tllille Mall' .. , U ftMal .,_, tw tbe 
Au,borltar Sa tM ...a U. ._.. AM ns.W M U. 
pldiUe, \elrtp. ·-· ., aU !:::1.· 1n ...P.Vr, u. fw ....... et ln.__, ___ ,._ IDII U. • a.,.. ... ., .... " 

Thagk1na TOll t• 10'11' .-•U••U• el a... t12Mt1 .. , I 
,.ata, 

!Ill lllnorallle, 

hl~tAI, 
(Sgd . ) Nathan Strau.a 

l l.tiWI l'ftlA ... 
u tnt.evat•· 

!be ...... "*" ., u. !!' ... .,. • 

• 

' t; 

-. 

' 

2. u 

• 
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tm ,100,ooo > 
,al,l.OO,OOO ) 

434, 400, 000 
)Sl,400, 000 

271 

380 ,ooo , 000 
m .ooo.ooo 

Total t:l, 887,000,000 f.l,.)OO,OOO,OOO 
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HJiliCY L... HOt'K-1 ,_ --
WORKS PROGRESS ADMINISTRATION 

•• ,... c •= • ·a1 t 
17M ...., YORK AYDfUC HW. 

WA8HI ...-TON. D. C.. 

Tba Booonbl.a 
BeDrT -.,rgent.bau, Jr. 
S.cnt.ary of the !reuuJ7 
•uhiDgton, D. c. 

J amaar;r 10, l9S8 

In accordance with 70ur request , 
I u encloaing a -.randua concerning the 
present relief situation, and a tabulation 
abowinc our eat:Uoated expenditures tor relief 
and unel!ploJlll""t , exclusive of work progr&N, 
for the fir at six 1110ntb.e of 19&8. 

Sincere1T yours, 

v~il· -1::-. 
F. C. ~~arrington 
Aa81et&Dt Adalnlat tor 
Chief lllgineer 

•g 'IY.I 10 I 11 ~" 
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&pproxia&~ 1,800,000 peraona lost their jobs bebMn 
Septeoaber 15 a nd Deeeeber 15, 19.37. It 18 estia:>ted that with the 
decline in Chrilltllaa trade a.nd in the auto.obile industrr an addi­
tional 1, 000,000 will baTe l ost their jobs by the lliddle or January 
1938. The toW deeresse in e~~~plo,..ent clurina this period will ' 
tMretore , approxiate 2,800, 000. On the baail of past experie~ce, tro11 

35 to 40 pere1ent would represent the increase in relief f'allilies. 

There is a ~ ot fl'OIII two to three montba betnan the loss 
or a job and application tor relief and a further lag, due to tbe 
1uehinery of relief, before certification tor liP& eeplo,7lllent. 

For these reasons, the large decline in eeploy~~ent did not 
bit the relief rolls or tbe liP& to an appreciable degree until the 
110nth or Deeuber. n.rtna Dec•ber and durin& the first part of 
JllD\lU'Y, the aitu:.tion was aet, with cerhin exceptiona noted below, 
by the liP& and b:r direct relief. The liP&, howe'ntr, bas never IDployed 
ill or tbe ftployable persona in nHd of relief. 

I n the middle west t he liPA is accepting IDployable persona as 
the:r are certified by the r elief agencies . 

A similar condition exists in the te.r west, w1 th the exception 
or Northern californiA where a shortage of white collar projects ia 
responsible t or the lack of assignment or some 3,000 persona . 

In the northeast , llassacbusetts and Rhocle Islancl have persona 
from the relief rolls awaiting asaipent, 'IIIith the liPA quota substan­
ti&ll:r tilled. The quota bas not been sbitted troa ot her stat es to 
aaet this aitu.t.tion beeausa the nHd axiata in the othar st3tes but the 
ccbinet'7 of cartit1eation bas been elower. Conaequentl;r, it would be 

un!eir to t r anaf er the quotas. 

The south is a spec.i&l problee . Here, the situation is o;:., of 
long-tera JlO'fert:r 1n addition to current declines in •ployae";• JPA 
111111ber certified 'pert.icnlarl:r 1n the eout beaat, 1a in excess o 

, ~-· been ""Ten an equitable proportion 
quotas . These states, bOweTer, ~Te '":., __ . _,_ t he salle proportion 
or the total •pl,o,..ent aTiilabla and appro...-.--., 
of' need 1a be in& · Mt as in the pest • 

,_ pl ad are eurrentl.7 reacbins 
A l arp IIUilbar of the recent...,. UD&II 1¥1 th 11P.l Tbia pressure 

the relief acenciaa e.nd soon 1ll1ll be .:•rti~•:r ~~ ~d in February • 
of need 'lllill r each a peak 1n tbe l&t ... r per 

d ap1 te the inaugurat.ion of unaaployaent 
Tbia need 1ll1ll occur, e ent COC!ptnsation at all in 26 

coapenaation. Thera 1ll1ll be no un~fbe~acentl:r -p1o7ed workers in 
states and onl;r SO or 60 perclien~blo tor c011penaation . 
the other 22 ~tea 1ll1ll be e ,... • 
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JS'fiiUftD liBLIII' AID U!IIIIPLODIDT ElPIIDITIJIIIS 

kcl.11dini Work Pl'oa;rua 

Uneapl.o)'Hnt Co8peneation 
(State) 

Fazs S.euri~ Loans & Grants 
(Federal 

Soci al Se eurit;T (Old Age , 
dependent cbildren and blind) 

(Federal , State & Local) 

Direct Relief 
(State and Local) 

Total 

AT8r&ae lion~ 

W P J. ello'-'>t b7 Preddent 
IJ' J. obligations 

l!Aa thru IJM!I Bet 
19§8 19&7 

(In llilli ona) 
Ch•nn 

.200 $ 0 $200 

70 81 - 17 

2SO 198 52 

250 2tt 8 

770 527 2415 

1.28 88 40 

~ . 000 $1,072,200, 
(no ellot&ent aad.e 
for thio period) 

J, 0 l "V 
'5 ...... 1 

;;t1 
I I 
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( 

a. u.Jr: 

Opera tor: 

H.li.Jr: 

O~erator: 

a.:.r . Jr: 

Oper a tor : 

H.li.Jr: 

:aniM a. 
Bankhead: 

R •• ~ .Jr: 

B: 

H. II . Jr: 

B: 

H • .A.Jr: 

B: 

H.II .Jr: 

B: 

i!. IL Jr: 

B: 

liello . 

J~nuary 10, 1938. 
11: 05 a . m. 

216 

Senator· Bulkley dldn' t attend 
this morn.ing, but I ' 11 "Y and 
h.im call you. 

the Collllllittee meeting 
locate him and have 

Ob. 

But I have Speaker Bankhead on the wire. 

Thank you. 

Go ahead. 

Hello. 

Hello, Kr. Secretary . 

- :..::.--

I want to congratulate you on tha t speech of Saturday 
night. 

\'/ell , tba t 1 s very nice of you indeed, sir; I appreo18 te 
it very much. 

A magnificent speech. 

Tnanks very much, Mr. Secretary . 

I d on' t know when I enjoyed anythilli as much. 

Vlell, I was glad t~ see you there, and what little 
contribution I could make t o the occasi on by t hat little 
speech, I was very happy to do it, or course . I think 
we bad a fine meeting and the President made a magnifi-

cent speech. 

Indeed . 

Ur . Speaker, • •• 

~es • 
• • • in case somebody should esk,_yout w~t.we've done 
with Mexico, I thought you1d li•e o ~o • 

~es . 
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a.li! . Jr: 

B: 

I!.Y. Jr: 

B: 

a .. !. Jr: 

5: 

B . ~ . Jr: 

B: 

a.:J. Jr: 
( 

B: 

a.M.Jr: 

B: 

a.:.: . Jr: 

il: 

H. !.I . Jr : 

B: 

( 

-2-

All tha t we' ve done is, we've told theM that we 
would buy 35 million ounces of si lver . 

)5 million ounces . 

At 45 cents . 

Wait just a minute . 
45 cents an ounce . 

35 million ounces of silver at 
All right, Kr. Secretary . 

And no other agreement s of any other kind as f ar as 
we ' re concerned . 

Yes . 

They've made a lot of statements, £nd t hey're all 
foolish. 

Yes . 

><nd that 's all . 

"'11 right . 

I thought you' d like to know. 

VI ell, I •m glad to get that infor lll!ltion, because there's 
been some talk about it i n the press, you know, and I 
a lways like to have the f acts . 

That's what I thought. 

All right. 

Tnank you . 

'J.hank you very much. 
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Alben 
Barkley : 

H.:J. Jr : 

B: 

a.il.Jr: 

B: 

a .~.Jr: 

B: 

H. II.Jr: 

( B: 

a.:l . Jr: 

B: 

H. 'I.Jr: 

5: 

H. \I .Jr: 

B: 

H. IJ . Jr l 

B: 

B.:.! . Jr: 

( B: 

Hello . 

Hello, Alben? 

Yes. 

Henry talking . 

Yes . 

January 10, 1938. 
11:43 a .M. 
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I thought 
is on our 
asked . 

you ' d like to know what the real situation 
buying silver from Mexico in case you were 

Yes . 

uhnt we dia on the 31st of December was to bey 35 
million ounces of silver from the Mexican Government 
nt 45 cents . 

Yes . 

.And that ' s al l we di d . 

35 million? 

35 million ounces at 45 cents. 
of stuff about - we were going 
the stabilization fund and ell 
There ' s nothing to it, see? 

Uh-hub. 

Now, they've had a lot 
t o help them out with 
that kind of stuff, 

I mean i t was just a clean-cut purchase of silver. 

Well, wbat was the particular r eason for purchasing 
it from Uexico? 
Well , under the Silver Purchase Act we' ve got to buy 

silver . 

I know. 
And t hey had this silver for sale, and if we didn ' t 
buy i t they aight bave dumped it on the market an,yway • 

Yes. 
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a.M. Jr: 

&: 

B. !A.Jr: 

B: 

i! .II.Jr: 

B: 

li . :.I .Jr: 

5: 

H. li. Jr: 

\ B: 

f! . l.!. Jr: 

B: 

B. J . Jr: 

B: 

a. . ~~ . Jr: 

B: 

l! . !l. Jr: 

B: 

1!.11 . Jr: 

B: . 

( 

279 

-2-

And for your own in!oraation, it was 
to tne State Depa tm t very nelptul r en •• •• 

Yes . 

• • • to g et tnem to • •• 

'ihe question might be asked, why buy this silver from 
Mexico if other - if American silver interests had it 
for sale? And I Just want ed to find out. 

American interests? 

I f 1 yes. 

'tlell , we bu;y all ••• • 

You buy it all anyhow. 

We buy a ll American production at 64t cents . 

~es , so that t his in no way interfered with any 
arrangement with American silver 1nterP.sts . 

None whatsoever. And 1t simply gave our State 
Department boys something that they could say, 
"Well look, we ' re doing something for you, and ···" 

Yes . 
n don't treat our na t ionals too bard down t here. • 

In otner words, it put tnem sort of under obligation 
t o us. 
Yes . But the two t hings supposedly have no connection. 

No, I understand . 
But actually it wa s very helpful t o the State Department. 

All right, Henry 1 thank you. 

Thank you. 

Good luck. 
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Operator: 

a.;J.Jr: 

Key 
Pittman: 

H. ii . Jr: 

P: 

P: 

!! . ~ . Jr: 

? : 

ti . JJ ,Jr: 

? : 

s .... J r: 

?: 

H. l! . Jr : 

P: 

a . il . Jr: 

P: 

H. IJ .Jr: 

P: 

Go ahead . 

.dello . 

H.ello . 

A.ey? 

Yes . 

Henry . 

Yes . 

•. 

January 10, 19J8, 
11:55 a .m. 
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I wanted to give you first-band just what we did do 
with Mexico, because the papers have been carrying 
a lot of silly stories . 

Yes . 

On the Jlst of December I bougnt from Mexico 35 
million ounces of silver at 45 cents . 

Oh. 

Hello? 

Yes. 
To be delivered if and when t hey could deliver it. 

Yes. 
And t ha t is all . Now, t here's no t hing about the 
stabilization fund or our trying to stabilize their 
r a te or anrthin& else, see? 

Yes. 
And that's all there 1S t o the whole deal. 

I " see . 
and the stories th8 t have been coming out of llexico 
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P: 

a.M. Jr: 

P: 

a . .J .Jr: 

?: 

B.:.!. Jr : 

( 

P: 

H. li.Jr: 

? : 

B .~.Jr: 

P: 

B . ~I . Jr : 

P: 

B.M.Jr: 

P: 
( 

ii . Y. Jr: 

p. 

B. l!. Jr: 
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City t ha t we ' ve done t his, t bat and the ot her t h.ina 
a r e - Jus t ar en' t true . -o 

Yes . 

And I thought you' d like t o have t he first-hand 
infor mat ion . 

Yes . You know, Henry , I think that before we do 
any more agreements wi t h Mexico, if we ar e goi ng to 
start doing anything for them, they ought to get 
straightened out a lit tle bit in their State Depart­
ment down there • 

.';ell, as - f or your own infor11111t1on, be'for e I did 
this, the State Department bad a very serious talk 
with them, see? 

Yes . 

And I held off till the last minute, a nd the State -
and they di d give t be State Department some pretty 
definit e assurances that from now on they would treat 
our nat i onals better. 

Yes . 

But I ' m not supposed to know bnything about thht . 

That ' s so, but the - the situation down there is 
not so very good. 

1/cll I know that, but here was :35 million, ,;nd if 
we dldn' t buy i t , they' d dump it on the market. 

Yes . 

And under 
t hat this 

t he Act I ' ve got t o buy silver &nd I thought 
would stabilize the market . 

Yes . 
ff that ' s behind the scenes, 

But al~ the other stu official~ I don't know anYthing ubout . 

Yes . 

But I 
is i n 

that the s t abilization 
wanted you tp ~ow 
00 

way involved i n this t hinS · 

I see . Kucb obliged to you, Henry. 

Thank you . 

f und 
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JaDUar,r 10, 19)8 
12100 noon 

operator: Go abead. 

a.III .Jr: a-no. 
Charles L. Hello, Mr . Secr etary. 
llcNary: 
a.Y.Jr: How are you? 

llcNary : 

S.!l.Jr: 

"' 
H,U, Jr: 

Ia! : 

B.M.Jr: 

II : 

H. l.! .Jr: 

¥: 

B. ll.Jr: 

1.!: 

B.U. Jr: 

li: 

B.K. Jr:' 

ll: 

All right. How are you? 

Fine . 

Senator, the last couple days tbe press have been · 
carry1ng information as to what the United State!!' 
Treasury was s upposed to have done with Kexico on 
silver . 

Yes. 

And I wanted to tell you just what we di d do. 

Uh-huh. 

On the 31st of December the Mexican Government offered 
us 35 million ounces of silver ••• • 

Yes • 

••• at that day ' s price, which was 45 cents, and we 
bought it. 

Yes . 

That' s all we've done . 

Yes. 
And the American stabilizati on fund is in no way 
involved, in no way whatsoever. 

Yes . 
And I wanted you t o b8ve tb8t information. 

htful and kind of you. I ~idn't 
Well, tbat' II ver.r it~:. done perfectly e.nd nne. 
question but wbat 
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a.u.Jr: 

lie Nary: 

e.r.t . Jr: 

!.1 : 
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iell, I wanted to give it to you t1rst-band. 

Well, that• s awfully nice. 

Thank :you very much. 

Thank you, Vr . Secretary . 

283 
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liB LETTER IJSWBRI.O CRITICISIIS FROI 
!fiE COliPTROLLER OIIIBRAL 2

Januaey 10, 193{. 
:00 P•• • 

Present: 

Gaston: 

B. !A.Jr: 

Gaston: 

B. !A.Jr: 

Bartelt: 

Gaston: 

Bartelt: 

B.il. Jr: 

Gaston: 

B. la! .Jr: 

Gaston: 

B.Jl .Jr: 

Gaston: 

llr. Gaston 
llr. Bartelt 
llr. llc.Reynolda 
llr . Bell 

The back page (of letter) is on top there. 

Where is McReynolds? 

I Just called his office. 

I Just lett him. 

There are four signature papers. The letters are 
identical, except the tour signature papers. 

lly God, what is this, a book? Do you expect me to 
read this? 

It ' s only 15 pages. 

It ' s very interesting. 

Jesus Christ, 15 pages to call the fellow a liar. 

(Begins reading) 

You wouldn't say "as responsible bead of one of the 
Oepartaents"? We 're not the only department, are we? 

Well , be's - it's the ,.reasury Department he's 
criticizing. 

Is he? 

Do you think it would be a mistake to und~rline soee 
of this s tuff that I t hink is important? 

Ob • ••• • 

What? I •ean so the President can catch it. 
can underline it in pencil. 

Yea, all right. 

I 

Regraded Unclassified



Bartelt: 

s.u.Jr: 

Bartel t: 

il . ll . Jr: 

:.!cR: 

B. !.I .Jr: 

Gaston: 

llcR: 

Gaston: 

B. :.! .Jr: 

Gaston: 

R. Y. Jr: 

Gaston: 

llcR : 

H.!.I . Jr: 

1.1cR: 

-2-

Or here's a carbon you can talte. 

No, he wouldn't read a carbon. 

(KcReynolds comes in) 

McReynolds is the name, huh? 

(Continues reading) 

On page 12 you begin to get a little human. Top 
of rage 12 . 

~oming into the home stretch there. 

Gee whiz, on the top of 13 - •been per emptory, 
a rbitrary, and capricious.• 

Even worse, if you can think of any more words. 

Do you (Gaston) think it' s all right? 

Yes . I wrote it. I think it ' s all right. 

Just doesn't have any .... 
I think this one case pr~ves tbnt. 

Which case? 

This particular case about the symbols . 

Oh. 
And ~r . Bartelt has got plenty of other instances . 

McCarl never would have issued those regulLtions 
if he had stayed in offic e, ln ~ opinion . ou 
talked to me about hlm. 

Gee whiz, 
who wrote this? This is bot stuff, 

it would 
H b t took Eddie's stuff an1 wrote it so 
~~ee~ whip to it. The domntdest stuff. 
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B.li.Jr: 

lolcR : 

B.!.! . Jr: 

llcR: 

B.:.I . Jr: 

:!cR: 

H.:.! . Jr : 

JcR: 

H. :.! . Jr : 

llcR: 

ii .:! . Jr: 

lien: 

a .. A.Jr: 

Gas t on : 

i! • .J . Jr: 

Bartelt: 

Gaston: 

!icR: 

• 

-3-

This is good. 

' In one thing - •Bowev 
may be to the work ofe~n!Pt~:~~!~~~ t~t attitude 
his function as an auditor• er e~eral in 
there somewhere the fact that ~~uo~lul~tget in 
money bas been paid? Y a s after 

\'/ell, that 18n 1 t true entir ely. 

Oh, it' s not true entirely. 

In some of the cases in some of the departments, 
there is a pre-audit. 

Well 

That l ast paragraph- t hat 's Just •••• 

Yes . This is McReynolds on 14, isn• t it? No? 

No. 

No? 

All I did wos to listen and criticize . 

Do you like the word •czar" for the Comptroller 
General? 

Well , I never used that; I always called it •Jesus 
Christ." 

286 

I mean would you prefer the word •czar" to •dictator•? 

You could use - instead of •a very czar," you could 
use the word "dictator." 

:?ell, I don't "ant to chall8e ..-ords unless they are 
important. 
I t hink be's been referred to a s an autocrat. 

Itt s all right - •czar" - wh.ot, Herbert? 

I think it1 s all right . 

You get the same i mpression. 
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This is good: "without any responsibility to the 
Chief Executive elected by the people and with ·· ··" 

It ' s O. K. by me. (Signs letter) 

MeR: You could write a hundred pages on that, but I think 
they 've got it pr etty well condensed. · I'm satisf ied 
with the. reply. 

H.ti . Jr : 

Gaston: 

H •. !. Jr: 

Gaston: 

llcR: 

B. !A . Jr : 

Gaston: 

H.:l. Jr : 

Gaston: 

B.ll . Jr: 

Gaston: 

B. r.t . Jr: 

Gaston: 

B. :J .Jr: 

Now, what I want is this. Are you entirely famil i ar 
with this, Herbert? 

Yes. 

You are? 

Yes, sir . 

He connected the whole thing. 

I don ' t expect the President - I think you better 
t ake this over and a sk Steve Early whether he wants 
to take a l ook a t it or not, you see - the last part . 

Yes . 

'llhether t here is any question in his mind, see? 

Yes, all right. 
Don' t you think so? That' s r ather on Forster. 
Don't you think so? 

Will I suggest that he t ake it up with the 
President? 

t 1 , oing t o see the President 
No, you tell him the 1 m1i right but he might want 
at three . I think it 8 8 

2 0~ ou see. I mean 
to read the last - from peg~ 1 me b~nty minutes, and 
the President has only allolle~et him decide, you see • 
I don't want to have hi~"'ou can say what does he 
I mean simply s aY- we~ t oysend t his ~P tonight. 
think? Because we wan 

lles, yes. 
bY t our o 'clock what to tell 

You s ee, I want to knOW 
the press . 

Regraded Unclassified



Gaston: 

a.!l. Jr: 

Goston: 

B. !.!.Jr: 

G&ston: 

H.:J.Jr: 

Gaston: 

Gas ton: 

H. l! .Jr: 

Gaston: 

I! .M.Jr: 

Gaston: 

• 

-5-

I think it ' s a swell Job . 

"hall I t ake this originsl o t s h11!l a copy? ver o teve, or take 

I'd take him a copy . 

I t hin.l< it's a swell job. 

Now, how hove l¥e llandled a release of this? 

I t hought that after this thing is sent up there 
we ' ll give them an opportunity to receive it, 
then we•ll put out a mimeograph of it. 

288 

Well, I mean when you send a thing like that on the 
Hill, don't you give them time to receive it, or • •.• 

Yes, I think so. 

Would you give it out - that ought to go out for· the 
morning pa pers , so the boys have a chance to put it 
on the wires . I mean if it went up tonight, to be 
delivered in the morning, I think - tomorrow' s what, 
Tuesday, isn' t it? 

Yes . 
I think it ought t o be tor Wednesday morning release. 

That ' s what I was going to say. 

I think it ought to be for Wednesday morning, so the 
men have plenty of time to go around and talk to 
the ~omptroller - everything el se . Give it to them, 
noon tomorrow for Wednesday morning r!ie~~~' ;ofidn t 
you, or give it to them late TuesdaY g e ' 
think it over. 
Yes, yes. Let ' s see, wtu.t wa~ the originsl plan? 
Afternoon paper release, wasn t it? 

t iV it to t hem for morning 
\'/ell , 1 t 1 s much betbtertt 0 tre:k all over the country • 
release . Get much e er 
Don' t you think so? 

a better break tnroughout the 
Yes, I think you get 
country. 
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a.;J.Jr: 

Gaston: 

a .:.!.Jr: 

Bell: 

Bell: 

a .... J r : 

Bell: 

H.!.l.Jr: 

Gaston: 

Bell : 

Gaston: 

., 
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Yes . 

I ' d just as soon there wouldn' t be too much oppor­
tunity of reply on the same day. 

(Bell comes in) 

289 

Well, I'll be damned if I sign that report . That's 
the dernedest thing I ever saw. 

What ' s t he matter with it? 

• Uy God, it' s just dynamite . 

You mean it isn't strong enough? 

It's too strong . Would you sign that if you were 
Secretary of the Treasury? 

I think I would . 

What? You would? Well • •.• 

All right, Dan, it ' s signed . 

I thought that was coming. 

If you would have run out on us, now ..•• 

(Hearty laughter) 

Bell : It would have been terrible if I bad said, rwell , 
I'd think about it.• 

H.:J.Jr: 

Bell : 

Well , 
eyes . 
away, 

I notice you did a little rolling of your it 
I couldn't watch everybody . Did you give 

Nester? 

hveryone had a poker smile . 

I notice he kind of rolled his eyes around . 
and see Steve Early, 

I'm asking Gaston to go over 
to see whether it's ••••• 
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What are the headlines, Herbert, 1n that? 

(On ~hite House phone) Is Wr. Early in? 

Bell: Is it likely to be "llorgenthau Calls Elliot 
Inefficient"? 

Gaston: 

B. :i.Jr : 

Gaston: 

H .. i . Jr: 

Bell : 

H.I.t .Jr: 

lcR: 

Gaston: 

Bartelt: 

il. lA . Jr: 

Gastr>n: 

ii.M. Jr: 

Gaston: 

B. :J . Jr: 

Gaston: 

Yes . Or " ... .. . Seeking to Extend His Power . • 

(On White House phone) Well , when he gets back llr . 
Gaston want s him . 

He isn ' t in from lunch. 

Not in from lunch. 

What do you think? Think 11111ybe I better snow that to 
the Pr esident - last three or four pages? 

Wel l , that's what you sai d . 

Le t me have this complete set . 

But I still s ay you (Gaston) could show it to Early • 

I want the original . 

rr the boss is going t o t ake it, better give him the 
original. 

You have only one origi nal. 

One complete original and the s1gneture page. 
got t he rest of tnem upst airs. 

I've 

From page 12 on is just as good . 
I s t hat in order? 

That ' s all in order. 

From page 12 . 
I s till want Early to see 1t. 'Nhet? 

Yes. 
t
his, Herbert? Go over with me and 

Wny don't you d o 
11ai t, you see? 

i s an extra signature pege 
Yes I wonder i f there I'm afrai d there 's two 
on the bottom of t hat. 
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signature pages . 

a. ti . Jr: Xes. 

Bell: 

Gaston: 

Bar telt: 

Gaston: 

Bell: 

Gaston: 

Bell: 

Gaston: 

H.J.l .Jr: 

Bartelt: 

a . ~ .Jr: 

Gaston: 

H. :J .Jr: 

I! •. J.Jr: 

This thing really starts from page 11. 

Last three or four pages. 

They 're all •Mr. Chairman" so it's all the same. 

Uid you tell him who they 1 re going to? 

Ne• ve got them to Cochran, Byrnes, and Lewis. 

And Cochran. 

Two t o Cochran. 

Cochran is Chairman of two Committees . 

Cochran is Chairman of Expenditures and Reorganization. 
Lewis is Chairman of Expenditures, and Byrnes is 
"hairman • •• 

On 11 it begins to get hot. 

Hotter as it gets to the end. 

'Rould you show it to Early too? No, if I'm going to 
show it to the president I think that ' s enough. 

I think that's enough. 

Xes. 
That was ~uite a test tor you (Bell} 
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JIUill&l'J 10, 19M 

I eent tor the Kex1oan Amba11ador and he was at 
~y house last ni ght at seven o' cloolt. I called h11 at­
tention to the Xluokhorn article in the New Yorlt T1mee (CopJ 
attached.) 

-- --=t -
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.. lllll .... , J), o., 
l&D'II&l'J 10, lt18. 

'l'o Hie l!::l:oelleu.o7 Henr,' Koraenthau lr. , 
SeoreW.l'J ot the 'l'reaiNl'J , 
Waeh1DCton, D. C, 

Ll7 dear s eoreta17 Koraenthau: 

Reterr1118 to our oon·ureaUon ot 7eeterda7, 

I aa glad to anoloae beriWith the Spaniah text, and 

3~c 

the tranelat10D in BDcl1ah, ot the statement made 111t 

nipt b7 Beoretal'J suarez, oonoerning the aiiNDder•~­

illc to whioh 7ou r eterred. I hope t hat thie will halp 

to Mite the eituation ol eer. 

You _,., ot oourae, ulte ot thie etet•ent 

&D7 uee '-hat 7ou de• ooo·nD1ent . ~· l!lllbaeq hal alreed7 

1•t to nll'J 11 ... paper, ill We lh1118ton, e cop7 ot seore­
tal'J suares • atat•ant; but, thrO\IP the preee obauall 

-ot 7our ottioe, thie statement could rece1Te a wider 

publioit7. 

.... .. 

ver,-' ainc1rel7 rour 1, 

; (4.-.~ / j; -
JraD"I~O Calt1l lo NAj 

.AII))a1ador • 
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!JIB STA'l'IIIIH'l' IWm Bf smRJ:'l'.AR!' OP niW«lB 

SO.ARBZ IB IIBXICO CIT!' , ~ 'ftUI 9'!'11 OP UW.&R!' l9N. 

fte llcdoen Pre .. o-ent1116 rq :lapreedoa.a 

31... 

on rq reoet trip to the '0'111te4 Stetee, baa 111101111 •-e 

diaorepa.nq 011 oa.e or the pointe to whiob it retere . 

In order to aTOi4 any a111W14eretan41J16, I willh to Mke 

it o1ear that the information, aocording to whioh the 

llexioan Government, in connection with reoent asr ... ente, 

.. y uae the stabilization tund or the United Stat•• ot 

.AIIerioa, ie erroneous . 

WaahiJigtCil, D. C. , January 10, 11138. 
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DELARAOIOlf DEL sd<m 8~Rln'.ARIO DB HAC~, 

SUAREZ, HBCHI. KL 9 DB BNIRO DB l9a8, 

lDl 't'i8ta de que la prenaa de la capital, 

al publioe.r mia impreaiODea aobre llli reoimte naje 

a los Eatadoe 'ODidoa, aueatra alguDae dillcrepanciaa 

aobre uno de los tanaa tratadoe , a tin de tr't'i tar 

cualquiera mala intel~moia aobre el particular, 

manitieeto eer equi't'ocada la intormac16n de que el 

Gobierno 4e ll6xioo, por virtud de los arregloa real1-

zadoe podr6. usar del fond~ de eatab111zac16n del 

Gobierno de los Eatadoe Unidoa. 

waahi.D8ton, D. C., 10 de enero de 19S8. 
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January 10, 1938 

Last night (sunday) I had tea with the President 
8 oo mentioned to him about the l l uokhorn article in the 
New York Times where he said that we were using the stabiliza­
tion fund and the President said I had better send tor t he 
Uex1oan AMbnssador and ask h i m how he gets that way. I got 
ho~e and oalled the Ambassador and he came out. 

313 

The Ambassador was 
been trying to get Suarez on 
he wanted him to correct it. 
pre cia ti ve. 

very much chagrined and had 
the ' phone and it he said it 

The Amba aaador was qrz ao-.. ~~-

This morning in comes a statement from Suarez 
which they had given to the press completely denying 1t. 
I told the Ambaaaador that I di d not want to have to call 
!!r. Suarez and aay it is a mistake and the Ambassador agreed, 
saying , Oh, no. It is much better coming from us. This 
n:orning they had diatri·buted all over Waehington a denial 
through the press . I t old him to also send a copy to 
l!r. Hull. 

As he lett, t he Mexican Ambassador said, "Don't 
let' s forget we are very anxious for you to t ake on the big 
matter ,• which means the offer whioh I made to assis t them 
in reorganizing their finances . But 1t is i nteresting 
that he should again cention 1t. When I get back, I will 
do 1t. 
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January 10 , 19~ 

Talked to Senator Wagner and told him that I 
wanted to get an amendment to the Housing Bill which 
"ould make 1t permiesi ble t or t he Un1 t ed States Govern­
ment to lend money to cooperative enterprises t hat want 
to build houses and to limited dividend companies. 

Before calling him I called Straus and Straus 
is moat anxious, most enthusiastic; says it is very 
i mportant . Wagner was kind of lukewarm; says it is 
not slum clearance , but it the President would send word 
he wants it, he would have it put in. 

Ed Foley ie carrying t he ball on it and I am 
go1~ to ask the President and ask him to send Wagner 
eighter a chit or a note and then let Foley work with 
Straus on it. I told Foley I am willing to lend each 
type or orvanization $25,000,000. For instance, the 
Garment Workers of New York have buil t a very successful 
housi ng proJect in New York which is a cooplete suoceaa . 
As the bill is written now, t his type or organizat~on 
cannot come in and the time may oome when we may be 
tickled to death to have that kind oome in, especially 
1f Straus f a lls down on his t hing with municipalities, 
which I think he will. 

The reason Wagner does not l i ke it is because 
1t ie eo much better than what he has, because this is 
a etrai~ht loan, no grants, and makes the other thing 
loo't s i lly. 

But I would l i ke to be on record as SecretarY 
of the Treasury and have the President and the rest or 
t he fellows say this is the kind of t hing we are in 
favor ot. 
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l o 1 03~ 

I I • 

Mr. J. I. Crane t.elephonecl the followill6 to Kr, bo.lte 

In aooordanoe with a.rranguente aade through the 

State Department with t.he Kexioan GoYernment, a epeoial 

representative of the oil oompaniet it going to Mexico to 

talk with Preeident. Oerdenu. Kr, Thoau R. Anaatrong of 

the Standard Oil Company of New Jer.ey haa been eeleotad 

l:tY t he ooarpan1u t or t.hie mi.,ion. Meanwhile the l.abor 

award ie being held 1n abeyance. 
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TREASURY DEPARTMENT 

WASHINGlON 

Present: The Secretary 
llr. llagill 
llr. llc:ReJnolds 
llr. Grana 

Subject: Eatablisl.ent or exper!Mntel aettle.ellt llllit to 
expedi te disposition or 11leome-tu eases 1ll the 
Bureau of InteniAl Revenue. 

Tbe Secretary eaJ.led upon Mr. Grnas tor alternatin suggestioDS 
in lieu of tboae preYiousl,y llllide , for the eatebliebment of a speeiaJ. ' 
settlnent group for the 1118tropolitan area or New Iork Cit,-, wbich bad 
been diacussed at earlier conferences. 

Yr. Graves pointed out the possibility of using tbe .Atlante Divi­
sion, the Chicago Division, the San Pro.noisco Division, or tba Loa 
Anaelea Division, tor the proposed experi.m&tel arrange~~ent, and gave 
the approxi.mate nuaber of protested cases origillating 1ll each or the .. 
divisiooa • 

.After discussion, the Los Angeles Division was selected . The eon­
trolling reaaona were: first, the tact tb&t tb1a division is a lo.,g 
distance troa Washington, wbicb would appear to justit)r the proposed 
&rrOcngaDent purel,y as a •tter ot eonvenieoce to taxpayers; and, second, 
tbe fact thet a llUCt.us for the proposed settle•nt £1'0UP is already 
to be f OIIDd 11t Los Angeles, where a nuaber ot repruentsthes of the 
t echnical start, as well as a nu.bar of e.,g11lear re•enue agents, are 
now s tetioned. The 8 ucgestion WBs taYorabl7 con.a1dered tbe.t attar a 
r84sonable time, 1n the event the experiJient pron e aucceestul, cases 
originating 1ll the Seattle and San Francisco Divioions aisbt also be 
re terred to the proposed settleMilt agency . 

It was decided that Jlr. Graves sbculd pre•ant tbe plan to eo..is­
sionor BelYering, and UDdartske to secure bia agreeMilt to it. 

Regraded Unclassified



'I 

317 

January 10, 1938 

On r eturning from the White House t his afternoon 
HU,Jr sai d the President had agreed to send up the nomina­
tion of Clarenoe Opper to be a member of the Board of Tax 
Appeals. 

Hll ,Jr sent tor J.F. T. O' Connor and told him 
t he President ie tickled to death with this branch banking 
thing and want s to send a three-page message to Congr ess 
following up t he idea of remote control and usi ng as an 
exa.mple branch banking, malting it impossible tor any 
ban~ to hold bank stock. He asked O' Connor and Gaston 
to ~ork t orether on this message and to get in touch 
with Jesse Jones, Marri nner Eccles and Crowley and tell 
t hee t hat thi s is what t he President is goin~ to do. 
He also suggested that so~eone speak to Carter Glass 
about it as he, Hll,Jr. , had already mentioned i t to him. 

The Secretary t hen had Ed Foley come in and 
told him that the President had ent hus i astically approved 
the i dee. of amending t he Rousing Aot to i nclude loans to 
cooperative groupe and t o t ake care of limit ed dividends . 
The Secretary e.lso t el ephoned Senator Wagner and told 
Foley that Wagner had said fine, lukewarmly, but I have 
t o take care of a fellow named Schwartz to get the amend­
ment through. 
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,.,,"'11 or !81 DAY'S ~In!IIS 

JatmN7 10, 19)8 

!o: !he Secreta17 

Jro111 llr. Kacill 

The De110eratlc: aeabera of the 'fate aA4 lleaAa Co-=iitee ae\ both 
..ornllll: aA4 afhraoon to r eeeh'e aA uplaAatlon of the aeJor recc .... 
aendetlona about to be llade by the aubccDi the. .Utho\lf:h there waa 
a cplrlttd dlacuaalon of aoDe questlona, the ~oup aeeatd to be well 
aatlafled wl th the propoaed recc-endatlona aa a wllole. 

The preaent aehedule la that the aubco-=ltteo wlll rectlYe the 
droft report on 'fedneodaT and that publlc hearl~~&• by the full cce­
mittoa wlll beein l'rldaT wlth -q appearance on behalf of tho Treaaury. 

~ 
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ii . .:l . Jr: 

Operat or: 

8.1.\ . Jr : 

Robert 
~~· . .:.,ne:r : 

f! • .z. . Jr: 

li : 

R.I.; . Jr : 

II : 

l! . :.! . Jr : 

\\' : 

H.).!. J r : 

.. : 

a . ~ . Jr : 

'rl : 

H • ..4 . Jr : 

li : 

8 .:.1 . Jr: 

II: 

I!."I.Jr: 

!i. !I. Jr: 

Hello . 

Senator Wagner . 

Hello . 

hello, Henry. 

Bello, Bob? 

Yes . 

•. 

Bob, is my wor d gooa with you? 

Always . 

J anuary 10, 1938 
4:39 p.m. 

.tell, I t alked to t he President about those two 
amendments , t he one that - t he non-profit housing, 
or what you - limited-dividend, •.• 

Yes . 

••• and the other , t he cooperative . 

Well , you don't- non-profit and limited-dividends 
are - aren! t - are profit enterprises . 

I mean limit ed-dividend . 

Lil!lited . 

Yes . 

The dividends are profits . Yes . 

And the other permitting co-ops . 

Yes . 
And he is most enthusiastic and he said please t o 
tell you so . 

th if We Prepare those amendments, 
Vlell , fine; en, 
he ' ll support it. 

Enthusiastically . 
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a.JA.Jr: 

VI: 

H.IA.Jr: 

W: 

B. II .Jr: 

li: 

B.M.Jr: 

W: 

H.I!.Jr: 

W: 

H.I.I .Jr: 

W: 

H.J.I . Jr: 

"II : 

H.ll.Jr: 

\'/: 

H.I.I .Jr: 

W: 

H.K.Jr: 
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-2-

Fine. 

Now, I don't know whether you know Ed Folev is with 
me now. ' 

Yes, he is . 

And he's working on it. 

All right. 

Now, should I have him contact you? 

Yes . 

How's that? 

"hen he ' s ready. 

When he ' s ready. 

Yes . 

But if you'll take my word, the President said • •• • 

Well, of course, Henry . lly God. 

••• to tell you that he was enthusiastic for those 
two uendlllents . 
My only fault with you is that you never give me a 
daliiii· thing . 

Oh, go to hell . 

Sa7 1 •• • 

{Laughs heartily) 
Say, while you•re on • • • - you don't, but I never 
ask you tor anything. 

Oh, go on. 
I know _ 1 got sense anouch not to ask for aDfthinl· 

Well, you ask . You try. 
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v:: 

ll • .J. Jr: 

'N : 

ll .M.Jr: 

'II : 

B.l. J r: 

... 
E . ... . Jr: 

ll : 

H . ~.o~ . Jr : 

H .~ . Jr : 

?i : 

H. o! . Jr: 

W: 

B • ..l . Jr: 

i!.:.i. Jr : 

' . .. . 

- ) -

No, I don't want • • . • I tell you what I 
interested in this Board of Tax Appeals . 

Y~s . 

There's a vacancy there. 

32.i. 

- you ' re 

Yes, and the President' s jus t agr eed to fill it . 

llhat • s tha t ? 

He ' s just agreed t o fil l it. He ' s jus t agr eed t oday 
on the m&n . 

Oh, has he? 

Yes, he did . 

Oh, hell. I wantea that f'or our assemblyman - ex­
assemblyman. 

Oh . 

You Know, I t hink i t' s a mistake to appoint a man 
tha t ' s been practici ng ar ound Washingt on on tho Boord 
like tha t . 

1lel l , I - he agr eed - he agr eed today on the man. 

y, here r s he from? 

New York. I don't .m.ow - 1 suppose they checked wit h 
you, but ••• • • 
Oh no, they never checked with me . Who is it, Spr ague? 

No, Clarence Opper. Re •s - oh - he ' s here in the 
Treasury . 

Oh. Oh, he ' s in the Treasury now. 

Yes. He used t o be counsel f or t he new York Housing 
Authority . He came down here f ive year s ago with me. 

Gee, you boys just fill up - you don ' t gi ve us fellows 
nny cons taer a t ion of any kind · 
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B.Jl . Jr: 

W: 

H.M. Jr: 

W: 

B. ll . Jr: 

\V : 

"· .. 
R • .: .Jr : 

Vt : 

B. ll.Jr: 

n . :J. . Jr : 

.. . ... 

!1 . ~ .. Jr : 

h ! 

-4-

Oh •••. 

Does that lea ve a - wba t does that leave 
a place in your Department? in - leave 

Yes. 

Well now, l e t me tell you about swartz . 

All right. 

Just a moment. 

O.K. 

William Swartz . He was up in the Assembly for eight 
years . He made a fine record t here. 

Yes . 

But he 1 s a - and he ' s a very intelligent f ellow, and 
he 's very honest . He 1 s one of those dead straight 
fellows that - in public service he ' s just an 
idealist . He couldn't go back t o the Assembly because 
he couldn 't affor d it . I 1 d like to see him in public 
service because he's a fine type . The President knows 
him . And I' d like to do something for him, because he 1 s 
been a 

Ylhat ' s his fir st =e, Bob? 

','.'illiam . i'iilliUI Swartz. 

How - bow can we .... 
You see, I - you know, I have en idea - of course, your -
this appointment is all right, if it comes right out or 
your Department. But, Beary, I think it's an awful 
mistake t o appoint these fellows that have been mor e 
or l ess l obbj;ing around Washington. 

Oh, don't fea r - oh, no, no . This fellow is here. 

I know but that' s - I know a fellow you bad under 
consid~ration off and onkn bait~ bee~ ~i:~ti~ia": :~0~8 here and they - I thi s a e 
8 me~ from the outside a~ put him in. 
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H.li.Jr: 

~1 : 

H. I.! . Jr: 

~; : 

~ . " . 
H. :O: . Jr: 

/J : 

B. 'I. Jr : 

H. :J. Jr : 

H. r.r .Jr: 

i!.l.Jr: 

H. ' . Jr : 

~ : 

H.li.Jr: 

VI : 

H. z.i . Jr: 

- 5-

I agr ee With you. 

Oon• t you agree with me? 

I do . 

Well , t his .fellow• s a very high cl ass fellow. 

Where i s Swartz? 

1'/ha t? 

wbere •s the - what ' s hls address? 

I t hink it ' s - 2 Lafayette Street is his office . 

I see . •·ell, if I .••• 

I ' m very much interested in him because he is a 

323 

fine character and I know be ' s one of those fellows 
that is so st raight th~t I ' d trus t him anywher e . And 
that' s a very i mpor t ant thing these days . 

Surely . Will i am Swartz, 2 Lafayet t e St reet. 

Yes . 

I ' l l get in t ouch with him rlght away. 

Bow much does this pay? 

I don •t know off-band . 

I see . Well, anyway, I'm awfully interested in him. 

rlight . 

I f you want me to send for him, I will , or i f you' d 
rather do it yourself •• • . 

Well , t he trouble is I'm going away t omorrow for a 
few days . 

1 s ee. All r ight. 
And I'm going to ask somebody here, t hough, to get 
in t ouch with him and contact him . 
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u. ~o~ .Jr: 

IV: 

H.M. Jr: 

W: 

-6-

All l'llbt. 

I ' ll ask McRa,nolda or ao•abodT. 

~bank you Yery •ucb. 

Tba.nk you, Bob . 

Good-bye. 
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. . . . 

B.JI . Jr: Bello. 

Operator : Nathan Straus. 

fl, JI ,Jr : Bello. 

!Iathan 
Straus : Yes, Henry. 

•• • 

January 10, 19)8 
4: 58 p. m. 

B. JI.Jr: Nathan , I talked to Senator Wagner about these two 
amendments. 

S: Yes. 

B.M. J r: Limited- diVidend and cooperatives. 

S: Yes. 

H. II.Jr: He sai d he wanted t he President 's word on it. 

S: Yes. 

325 

H.M.Jr: I spoke to the President, and the President was most 
enthusiastic about it. 

S: Fine . 

B.U.Jr: He said that ' s just the kind of t hing that he wants . 

S: Di d you tell Bob? 

B.U. Jr: And I called up Wagner and told him. 

S: Gosh, you get things going f ast, don• t you? 

B. I.! .Jr: 

S: 

B. t.l .Jr: 

S: 

B. l.l .Jr: 

S: 

Well, it cost me a seven-thousand-dollar- job lawyer, 
but that's all right. 

(Laughs) 
So _ ah - jobs are l imit ed ss well as the dividends . 

(Laughs) 
So I •11 tell Foley to work with you and w1 tb • • • 

Keyser ling. 

Regraded Unclassified



H. J . Jr: 

S: 

a . :.~ . Jr: 

S: 

H. :J.Jr : 

S: 

H. J. Jr: 

S: 

ii .. J.Jr: 

S: 

• 

-2-

• •• Keyserling . 

All r ight, I'll see him 1oyself while you're away . 
How long you going to be gone? 

32o 

Ten days . hnd McReynolds is also watching the thing . 

All r ight. That ' s two swell men . No t.vo men I' d 
r ather work with. 

r ine . Good- bye . 

··congrats .-J-

"11 right . 

Have u good time . 

"hank you . 

Good-bye . 
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JAPAJI1 8 8'1'001: Or DIPOR'l'AN'l' I UPO!\'l'E:> 

The f ollowing estimate of supply of im~ortant imnorted 
raw materials in Japan was submitted by Col. Bratton,­
Department of War. Col. Bratton•stated that t he following 
estimates prepared in G-2 were hardly more t han intelli gent 
guesses but t hey were the best estimates he had avai lable. 

As of July 1, 1937, (i.e., before acute hostil i ties 
~ith China broke out) J apan had the following: 

011 lg months ' SU'Oply 
cotton 12 I I 

Iron and steel 12 I I 

copper 12 I I 

Crude rubber 6 • I 

wool 3 • I 

Chemical fertilizer 3 I I 

N1clcel 12 • • 
Lead 6 • • 
Tin 6 • • 
Zinc 6 • • 

From July 1, 1937 to JanuPry 1, 193g Col. Rratt on 
esttmAtes t hat s t ooks of these mPter1a1s have not been 
reduced by more than 10 nercent. In othrr ~or~s, he nt 
st~ted that J apan no~ has on hand n~proximrtel. 90 perce 
or t he above amounts. 

Colonel Bratton stated that the above 
prelJ.m.1nary and that he hoped U:. have ~re 
pared estimates ready witbJ.n a ew wee • 

estimates were 
carel\lllY pre-

• 
I 
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Operstor : 

Wayne 
Taylor : 

a .~ .Jr: 

T: 

ii . :J . Jr: 

T: 

H. !A. Jr : 

T: 

H.J . J r: 

T: 

H.M.Jr: 

T: 

-. ----------------

Kr . Taylor. 

Yes . 

January 10, 19)8. 
10:18 a . m. 

323 

Herbert Feis just called, und he said he saw Mr. 
ilull and talked to bim about this question of the 
Hungarian d ebt, and !.tr . Hull said that he wanted to 
devote his morning to the Far Eastern situa t ion and 
tha t he thougllt that under the circumstances we could 
tat the thing go until I came back. 

Fine . 

And Berbert ·Feis said after all it was he, Herbert 
Feis, who's been the person that's bringing the 
pressure to bear, and that he would get in touch 
with tne Hungs rian Uinister and tell - give him, I 
aon •t know, some excuse why we ' couldn1 t do it for 
ten days or two weeks . And ne f urthermore said that 
Mr . Hull said that on my r eturn he, Mr . Hull, Nould 
be very gl ad to call up the President and ask him 
to see the two of us to discuss the questi on of 
ho<~ we should handle debts of f oreign countries . 

Well , I would say that was in very good shape . 

I would say that t~t was ln perfect shape. 

Yes . 

And Herbert said in r ega rd to the Far Eastern situation 
that they have no confirmation either way, and that -
I said if anything happened, to let you know so tha t 
you could communicat e directly with me. 

Right. 

~~tt~! ~=~~r!~i~~a;~~~rl~~ati~~~;~~~~~:s!~i~~n~:~~~~~~ 
making no exceptions o any • ' 
et ceterl! . 

Yes. 
~here are no exceptions made . 

Yes . 
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a . ..t . Jr: 

T: 

H. !oi . Jr : 

T: 

H. !J.Jr : 

T: 

::! . ioi .Jr : 

T: 

B.!L Jr: 

T: 

a . .:l . Jr: 

T: 

8 . :.! . Jr: 

T: 

B.M.Jr : 

T: 

B.Y.Jr: 

T: 

-2-

So I would take it that under that we would have 
nothing to do, you a ee? 

Yes . 

Is that right? 

That ' s my - that's my impression. 

329 

Well , you might talk to Clarence Opper and sort of 
go over it. 

Yes. 

But if there are no exceptions mLde, I don't see 
that we •d come in on it. 

Except - ah - I think the Act itself exempts the 
Government, you s ee? 

~ell, you might take a look at it . 

Yes . 

Now, so there's no misunderstanding , I told- an­
what ' s-his-name - Archie th~ t if he sees anything 
come over the ticker , it's his responsibility to 
locate me and get in t ouch with me right away . 

'-heck. 
So I'11 leave word with the girls here in the office 
and my operator that if - if there's something like 
t hat breaks, because Archie would get it first ••• • 

Yes • 
••• and - and so between you and Archie I'll leave it 
that pne or the other of you will reach me, you see? 

Right. 
And _ if anything lUte that should break. Shall we 

leave it that way? 

Yes . 
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H. II . Jr: 

T: 

H. ll .Jr: 

T: 

H .~ . Jr: 

T: 

H. J . Jr: 

T: 

l:l .M. Jr: 

T: 

R. M.Jr: 

1 : 

B • .oi . Jr: 

T: 

H. !.I.Jr: 

T: 

R. !LJr : 

-3-

All right . 

••ell, have a swell time. 

Ylell , I 1ll - you' ll hear fl'om me a coupl e aol'e tiafll 
before I go . 

All right. 

Arid I a l so told Herbel't that I - before I left, I 
was going t o cell up Yr . Bull and sar good- bye. 

Well , I t hink that ' s - that ' s pl'et ty good tactics . 

ofell, I usually do that aeyhow. 

Yes . 

hftel' all, he 's my seniol' in t he Cabinet and I 
think I always do call uim up. 

Oh-hub. 

And I always call him up when I come back . Thel'e 1
• 

no differ ences . Herbert told me - I guess - he s&• 
that - be put it vel'y polit ely, thnt Kl' . Hull last 
night was pl'etty tired and pl'etty much upset, • nd 
he said, • He gets thut way , and I guess we Dl l do. 
And I gather this morning be's feeling ~ll right. 

Good . 

Q .4.. 

Right. 

I 1 ll talk to you again. 

Yes. 

Good-bye . 
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