
DURI 

Book 2 

Jul7 1 - Deoellber )1, 1934 

• 

• I • 

Regraded Unclassified 



J.loaMl Tax GUt 
s.. LlqUOl' 

.UtRb'lll, J'Niat 

.. 
-A-

liii.Jr ••• h1a to "keep l&r to erCMid. aDd Treasary 
lat~ - 11/l/34···· ··· ···························· W- Blr be ~aretaDde J'reacb dnalutiOD 1e 
aearer- ~~)4 ••••••••••••••••••••••••••••••••••••• 

.t..rioaa ••-•' u-1at10D 
lle7Bol4a (laoltiOD B. ) apeeeh diecu.eed with lllllr aDd 

BarrieOD (Fedaral .. ..._ Baolt of lew Yorlt) -
10/24/)4 ••••••••••••••••••••••••••••••••••••••• ••• •• • 

Aller1C&l1 CJanaa14 Ca.paey (Babeidie.rJ of Couolldated Oae) 
S.U••ted b7 8, Parlcer Gilbert •• elWip1e of "111& 

busin•••" wiahinc to borrow &Dd exp&Dd - 8/9/34.,,. , , 
Appoint.ah &Del lledcnaUODe 

~per, ••• 
Couu.r.c! far J.eaiet&Dt Secretary - 12/10/34 •• , • ••• , 

a) Bllr rejeote- 12/ll/34••••••••••••••••••••••••• 

- B-

Baolt (lat1CIIlal) 'tre•Sn•tiODe 
llllo7r oontc1 with repreeenteth ... of fe<Jr P'ederal qeno1ee 

to plaD UDitore poll¢.1- ~134··••••••••••••·· ······· ·· 
IDilr 1e }WIA far better ooordinltiOD preeented to Fill -

11/2/)4 ••••••••••••••••••••••••••••••••••••••••••••••••• 
Benk'nc Le&illatian 

See IADdinc qeooiee, IlltardeputM!Ital C~ttee of 
a.ll., DaAie1 w. 

S.. Blldpt, DS.notor of 
Boattipr, Jolin 

s.. LiqUOl' 
Brleb&De, Arthur 

s.. Oold 
Br1t1eh tax ftret .. 

II 

Brlat ~ of prel.i.a1narT repart aadl b7 •em, Parker, 
&Dd I1D&- ll/~34············· ··· ······················ Broa., Cl14e J., 

Di.._t 41-led with llllo7rJ Carter 01&11 iatereat.d -
12/la/34················································· he &1M look n 

IMp\ •r and BeU 1\ li;Jde l'arlr.J rill explaiJII •·q1MMUturee far 
1"' &I 11e u.sah tbq 1l1ll be• -pl~t - •1r' of 
tlt ''n'•l plllllc worJta - 11 bill10DJ ~ of two, 14 \o ., bWlODo ~ dliiCIUHI Mttinc Up doable 
'11-sp\1 a.Jr abo -tiODe uk1nr B'lldpt • B-u of the 
Tr.11117 but rill doe1 aot take to ida - 9/8/34 .......... 

air aDd lell a\ Illite la1IN - 12/13/34. • ••• •• • • • •• • • • ••• • • 

122 

16 

25.4 
274 

7 

lSS 

204,20'1 

287 

67 
290 
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-

Budpt, B~~reau or 
Dlr tbi.Dita iDdepencSat aauoiaa abould. be iDc.badecl 

md_. Bq&t.J Fill t.dla Dlr t.c reaw1ect old 
luout.ift Order dnn up 8Dd t'- r .. oilldecl 1D 
J'&AU&%7, 1934 (tbu anpriJI& DoQ&laa)......... . ..... II 

Blld&:et , Direot.cr o~ 
DoQ&laa reaipeJ PDR tella IDIJr, ~ (ot Yirpnia) 

•'IICP•t.ecl b7 DouglaaJ fa. Cor ooraa II\IU&It.ed b7 :P'DRJ 
Hllr •U&~esta Daniel w. Bell - 8/3l/34•••••••• •••••• 

1DR datanllillea t.c &:IID0\1110& Do\lilaa redpet.ioa at. 
tour o ' oloolt OD Sat.urda7 dterDoOD ~ac11Jic Labor 
Ila¥~ tbu at.cr7 will tall ~t. - 8,131/34 ••• ••••••••• 

a Jnapapere pt iDt-t.iOil Satlll'daJ 80l'llill& 
b Bell Wo~ ot appoictaat. 

l) Cirll Serrioa at.at.ue d.i-eecl with l'DB -
10/18/)4 •••••••••••••••••••••••••••• ••••••• 

l"DR tall• lllllr, Blld&•t Direot.cr b t.o be reepoaeibla t.c 
Prea1~t- 10/l0/34••••••••••••••••••• ••• ••••••••••• 

Bulls!!t.6J.~!!H•• (tbd t.ecl St.& tea "-bauador t.o U.s. s.R.) 

BueiDaaa COIId.i t.iODa 
lllllr'• icterrlewe 1c Chicago OD R7 to ruch 1c Bo~, 

• ootaoa- Jul7, 1934•• • ••• •••••••••••••••••••••••••••• 
Sea abo Oit~ord, klter 8. (Preddent, Afalr) 

• • Vicer, Jacob 
-C -

Caple Ca.put,T 
<:Mater Dana 8Dd lloCOilllall oOilter w1 tb lllllr oonc&rD:lDi 

aale Of 110la8N8 that. .&cr1oul tural Ad.j1111ta111t. Ada1n1at.ratiOD 
would pu:rcbaea troa Puert.c Rico 8Dd PhUippice IaledeJ 

68 

60 

61 

ll2 

78 

1 

lllllr azpl•1ne hie d.iaapp:tonl o~ Caple bu.iceee Mtbode -
11/27/34......................... ... .... ... ....... ......... 19, 

ChiDe 
8aa Sllnra lllllr'a oOiltid&Dtial ~ t.c l"DR OD 

tature poliQ7- 12/17/34·•••• •••••••••••••• •••••••••• ••• ••• 293,29S 
Bullitt. tella lllllr 111t.uat1oa 1a ftey oritioalJ Dlr repll .. 

be bee aalted t bat. .99! P&A 8Dd not. a aiaeiOD coaa O't'U' 

troa B&Ak o~ CbiDa tor diecuaaiODa - 12/19/34·••••••••••• • 3'8 
Coacreu, St.at.- nta be~ ora, b7 IIMlr 

freaaUJ7 appropril.t.i.oll (1936)J appaarecl 12/1.4/34· • •• • • • • • • • • 291,292 
Oouec11dat.ecl o ... 

8aa MariO&Il C7&Au1d Coapa!Q' 
CODat.rllot.iou 

Propoeecl ~~&t.iOD&l -.t.notiOD procru, l93k0, •• prepared 
b7 Federal Ad•1D1.t.r&tion ot nuo 'Iorita, diNUaMdJ 
pra8&1lt.a lllllr, Yicer, Olipllaat., Ball, Coolidp, Gaat.OD, 
Baa•• &Dd IDclea - ~/)4............. .... ............... 16~ 

Coolldp, ~ • .Jetrer­
Sea alec 8UYV 
Dlr d.iao•Ma tiecal atfaira a\ laacttl at. Coo11dp ~J 

Coolldp aot •~ b. oaa ati,J ca - 1/13/ 34 •• • . • • •••• • • • • • • 19 

Regraded Unclassified 



- c - (Coetined) 

lloolt Pap 

Cottoa 
S.. al10 '.eM'"I ...,_cleo, Dlterdaperi;Matal a-itt.. ot 
Coo11dp repcu h tbat J'eia (state Daperi;Mat) 1a u.-b11DI 

o-ittee to otlld1 GerMa oottoaJ lllllr 'pbo•• Phlll1p1 
(State IlapartMilt) tbat Trw.o11r7 11 ~ HJl"Milted 
OD •&qre c-ittH• ud ho RDto to a.oid tarther 

oo.s1tt.ee- 12/l0/34••••••• • ••••••••••••••• •••••••••• II 2S3 
lllllr ooqratllla teo J'Ut OD tundJic .SO. ))111 - 12/lJ/34. • 290 

CoucbHil, Father 
lDR ta111 lllllr Coqhlin ba1 tOIIIId b.1a (J'Ut) lo etr<1ac 

throupout the OOIIIltey • he (Couchlill) d .. • Dot dare 

at\&ok bia- 8/20/34•·•••••••••••••••••••••••••••••••• 23 
Croorlo7 • Leo T. 

lllllr evaelta to 1t.1a Gonnlor•hip ot Paderal a. .. rYO 

Board ud the plaoiq ot Milk oumutiou there -
9/19/)4............................................... 71 

Crow1q...O'CCIUior oODtronrq 1Jldapd, 10/1'5/34-J/ll/J?.. 114 
Cr1t1o1sed ill finer'• •x-no to llldultey• report -

12/6/)4................................................ 252 
.ltt1darlt CODOeru,ill« OWD8rah1p or o011trol ot atook, 

at cetera- 12/31/34••• •• ••••••••••••••••••••• ••••••••• 351 

-D-

Dalallo, Pre~OD ( Oaural llallaiOr • 11oM Onerl 1 x-n Corpore. t1oll) 
lllllr alka "8111• liTera o-erlliq llbllit7 - l.l/14/34. • • ••• • • 190 

Douala•. Leril •• 
s.. llllllcet. lli.reotor ot 

-·-
Eoc1oo • Jlarriller S. 

Dadftbla ohupo •• pra-ted ))7 J:ccl .. to lDR - ll/2/34... 1'5'5 
Selaoted •• Go.enaor ot hdaral a. .. ne Board (ODe ot lllllr'e 

acco.pliellllallta duriq wae1t ot ll/12/34) •••••••• ••••••••• • 189 

-,-
Paderal. Ilapoeit Ill.uruoa Corporat10D 

S.. Lelld.ill& .&c-1 .. , Illterdapa.rta.tal C~ttee ot -
( ... ndeent• to Aot ~>·•••••••••••••••••••••••••••••·• 2'9 

Ol1plwlt •orowdo• Jllllr to lift Padaral Dapoo1t IlliiUreiiOO 

~,:~~-~~.~~~-~:~~.~.~~-~~.:....... 319 
Paderal. .._.,. a,.at.. 

Dednlll• .............. w b7 loalal to Pia- ll/2/ )4.. 1'5'5 

Regraded Unclassified 



· - F - ( CoDtiJnaecl) 

Boot 

FiuDoina, Gonnlment 
nm naa .. te, 1D oOiliD& H-ti.Danoina, a n.,._rear now 

with tbe ri&ht to ooanrt 1Dto a Lxac-tena bCIIId -

8/31 / 34••••••••••••••••••••••••••••••••••••••••••••••• II 

?fl5h5 - Otterillc 9/10/34 ot two Mriea ot freeiJlll")' 
not.a and an iaeue ot bonda ill exoh&Dp tor Tr .. aury 
certit1oat.a ot im.bteduaa, S.ri .. TB-1934, and 

Fourtb Libert7 Loan $ boada oall~ 10/15/34 -

exob&D,. basi• ~··••••••••••••••••••••••••••••••••• 
a) Boolta olOMd tor l~ t.R-7MJ' freel1lr'7 DOWI, 

Reriee D-1936 - 9113/34·•••••••••••••••••••••••• 
b) Slileorl.ptiona eqD&l tJ,,044 1000,000 - 9/17/34••••• 
o) Booka cl.o• tor Ol&n•t •mb•np otter ot * 

tour-:rear Treuur'7 notea, S.riea D-1938 - 9rZl/34 •• 
d) AmloUIIC•ent ot approxiaateq 1844 .UUoa ot 

FCNrtb Libertr_Loan bOlide eltObaA&ed - 9/25/34 ...... . 
e) otterillc ot 3t' Tr"llll'7 boada, 1944-46, in exoban&e 

tor Fourth LUrert:r Loan bCIIIda will oloH 10/ll/34·•• 
t) ADDoUDC•eot that appron.&t.lJ tJ,,870,ooo,ooo baa 

now been called- 10/12/34•••••••••••••••••••••••••• 
Caab balance nner below tl billion - IDilr 1 a planJ nnta 

aaJ or ti.D&Ilcin& oa quarterq baaia - no tartbllr ino.reaae 

in ••eklJ ..-t ot Tre&lllr7 billa except in -.r&eD07J 
ante tbree-11011tbe 1 euppl:r ot •oee:r 11-:r• oa band and 

ao explaintl to Bell aDd Coolld&e - U/14/34 •••••• • • • • •• • • 
12/15/34- Open Market eo..1ttee dieoueeea- ll/27/34 ••••• 

Pilotoet.t O.f1P7 ot plaD preMDted to Fill and appro•~ b;r 

~- 12/l/34····· ····· ·· ···················· ············ 
otterin& tor oaeb ot 1450 llill1oa 3-l/• TreaiJlll")' boada 

and 1450 llillioa 1-l/• Treasury Dotes, S.rha l-l9J6J 

&lao ezoh·nc• ottertnc•········•••••••••••••••••••••••··· 
a) Booka olo .. lZ/4/34••• •••••••••••••••••••••• • •••• ••• 
b) SabaoriptiGD &Dd allot..ot tirarea • ••••••••• •••••••• 
o) F18el. a\lbeoription and allot11ent t:tcure• - 12/12/34• . 

Fin-Year .Plu 
.la propo• b7 FOR - dieouae~ in IDilr'e ottioe - U/7/JJ. •• 

lraDoe 
.Uteobul (Frank) in!OMtl IDilr he u:nderat&'lda French 

de.aluatlon ia nearer- 11/2/34••• •• •• ••••• •••• •••• • • •••• 
Frenkturt.r, FeUx 

See Tu:atioa 

- Q-

Ge~ 
See Cotto. 

Oitt'ord, 'IaUer 8. (Pr .. ideDt, Jaerioan Telearapb and TelepbOD8 Co. ) 

Aooap&Diea Jllllr 011 Coaat Oaard OUtt.r "Cbu,Plain" to .PeekeklllJ 

dieoUHI pnwal bue!neae ooDditioaa - 8/J/JJ.. • • • • • • • • • • • • • • 

63 

64 
65 

66 

75 

76 

77 

188 
233 

247 

248 
249 
251 
281 

165 

162 

8 
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- G- (C-t1Dud) 

Book Pap 

Gol.d 
Coattm•'nc iQld abis-cta a.rter naUcmalb•U- o~ 

allnr diliOUU..S b7 llllolr witb Coobraa 1D Paria -
8/10/34••••••••• • •••••••••• • •••• ••••••••••••••••••••• • I I 16 

Fire~ ahi~t (tl aU.liOII b7 Ouarant7 !nat) to Parb 
~tar Onit..s Sutee leana cold atandard - 8/14/34·... 20 

Brillba~~e ..sttorial on llhi~~· or .&.ericu col.d abroad -
8/20/)4..... ..... ..... .................. .. ............ 24 

l'llR to IDI.1ra •It lliD.era 1n lhit..s SutAe decide it ia 
.ore profitable to eell pl.d 1D Load011 1 oan ODit..s 
States ralee prioet• - 8/20/l4•••••••••• • •• •• • •• •••••• 26 

$10 aU.liOD 1n COld l .. na United State a and worriea 
IDI.1rJ deo14ea depr .. •inc truo •7 obeok tligbtJ wiDe 
Coolldie and Barriaon to i dMJ llarrieca aaaured 
t=ediata denluatioa 1e not pl•nn-.1 - 9/4/34··....... 62 

Gon~nt BCD! llarlcet 
BIJr anxious to support beoauee ot unta•orable o ent 

011 !'DR' • apeeob and becaue ot nationalleation ot 
111Ter- 8/9/34····· ········ ·· ···· ·· ·· ····· ······· ···· 13 

Stat.ent b7 IDI.1r oonoerninc pbraee •f'ull;r and unoond1Uonall7 
cuaranta..s• aa applied to F..S.rel F .... llortp&e CorporaUOD 
and 801111 Ownera • Loe.n <:orporat1011 - 9/2')/ 34. .. . ••• • • • • • • •• 74 

- B -

Rearet, Wl lltew B&Ddolph 
Sae alao Bri.abane, Arthur 
l'llR tAll• llllolr, Beeret 111 planntnc a~ OD Ad•tnhtretiODJ 

a elce that 1Doo.e tax ret~ be en•tnec!J IDIJr incladaa 
tho .. ot lariOD DaTiea- 9/8/34•••••• •• ••••••• • •• ••••• ••• 68 

8011e Ownere ' Loe.n Corporati011 
lew loans stopped. b7 IDIJr ( 0111 ot thing a aoooapllahed b7 

lllr during week ot ll/lZ/34)........ .... ..... ...... ... .. 189 

Boua1Dc 
Sae X.ndtllg .&&euoiea, Iaterdepart ... tal Coaaaittea ot 

- 1-

Iapan 
Rocan i1'~'•• re..W tllilrl to IDIJr, Coolldp, Oliphant, 

Viner, aad Gaetoo- 9/ll/l4•••• ••• •• •• •••••• ••••• • •• ••••• 
IDIJr explaine to FDa, Ullit..s SutAa 1a do1Dc lftrTthin& 

poaaible to help b7 (1) DOt acreeinl witb ftullia 011 
UIOIIDt ot debt t o Unit..s Sutaa ADd (2) ae•1Dil7 
defiatine Cb1Da b7 1DcreaM4 pr1oe ot aUnr - 11/26/34. • 194 

lohneOD, llqtl s. (a..-1) 
See laticmal ll.eoGnrT Ad•1nlatret10D 

Regraded Unclassified 



- I - (Ocat1D111M) 

Book Pace 

Jola&tOD, Oaoar 
lllllr oOII&ul.te Cbeater Dane about lobutoo'• ablllt,' 

to hepdle all acnclllt.U oredlt tor !l'ealAII'J' -
12/7/34•••••••• •••••••••••••• •••••••••••••••••••••••• II 2S2 

Joo .. , JeaH (Beoootrtnctica riuMe Co!pcnat10D) 
Crit1o1Hd 1D YiDer'e "Loeu to IAdu\1'7• report -

12/6/34·•·•·••••••••••••••••••••••••••• •••••••••••••• 2S2 

_,_ 
, .. pel', Ill'. 

See .lppo1Dt.eota aD4 ReeipatiODe 

- L-

I_.,t"i .tc-1 .. , IDterdepartaental. C~Utee ot 
.lrTaD&ed b7 lllllr dwiJI& •Mit ot ll/l2/3.4J lllllr to be 
~ ......................•...•.••....•..........• 

Fil'et -tiii&J all b•nktna le&:hlatiOD to o1Ml' tbroueb 
O~tteeJ neeyone pleaeed exoept !co1ea - ll/26/34 • • 

a) JI1..D:utea •••••••••••••••••••••••••••••••••••••••••• 
Report ot 12/10/34 oODfereDOe 1Do1u4eea ••• ~ •••••••••••• 

a) HoWiiD&J eee Ezhibit A, peae 262 
b) 0-odi t,- Credit Corpora t1011 

1) Bxtenllioo ot autbor1 t;y diaoUHed 
2) Cotton 1oana diaoueaed 

o
4

) Publloatioo ot liD~ report diliOUeed ........ 
) Federal Depodt lDIIIU'&DOe Corpol'ttiOD uen• cte 
r.a~ •••••••••••••••••••••••••••••••••••••••••••••• 

B•nkln& 1ecielat1on nbo~ttee report ot 12/14/34 
lDolDdeat •••••••••••••••••••••••••••••••••••••••••••• 

Elhibit .l-1 - OlltliDe ot ealient po1Dte 
• • 

• 
• 
• 

• 

• 

.l-2 - Rerteed OlltliDe ot eali•t po1Dte 
B - lleolpitulatiOD ot all ola•••• -

eolTeDt &Dd 1Aiolnnt 
C - IDeolY•t banke - lleoc:aetruotioo J1unae 

Corpnl'&tica'• old &lid new o~t..te 
D - SolnDt bank• - lleoc:aetruotion J'iDuoe 

COlpwe.t1ca'• old &Dd- o~tMilte 
I - IDeol..._t b&Dke - Fedel'tl Depodt IDelll'IDOe 

CoJ'pol'ttiOD &Del ReoOD&tl'UotiCID F'M­
COJ'poratiOD -&idel'ttiOD 

r - Solie ot bank• 1Doluded 1D tort,--tOIU' 111liob, 
it b pleaned, Fedel'tl Depodt ID•~ 
CarparatiOD will '-A 

Q - teatetift clzoe.n ot bill 

2~9 

2~9 

265 

Regraded Unclassified 



- L - (Cclllt111M4) 

'-41..11& qenciee, Iilterdepartaent.el. O~ttee ot (Contimted) 
Ballltill& lecielatiOD lnlbo-itt .. report - 12/19/31... •• .. II 320 

a) Fedenl. llaMrn Alit uendllente diecussed b7 
Boclee, Crowla:r, at cetera 

b) lllllr telle loclea, 0 1Comlor should be preB&DtJ 
Eoc.lee b•c• not to ba.Ye ~..... . .. .... ........ . .. .. 328 

Ben!r1Di lectalatiOD eubc~ttM report CODaiders 
leeielatiOD ill Ca.ptroller's annual report - 12/28/34·· 348 

Ca.i t tee re·port - 12/28/34. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 3Sl 
a) lllllr IIU&i .. ta poetpODing CODeidaratiClCl Of drart 

exteoding life or eo-oc11t;r Credit CorporatiClCl . 
UDtll budiet ••eap 1e - de public 

b) IINOra!ldua tHe Bpeoi&l .ldTiear ClCl P'oreip Trade 
outlillee bill to establish lxport-t.port Bank 
b;y stetutaa lblea1&D bank to be kept Hp&rate 
tra. Cub&D b&Dir - latter eerTiJl& whole world 
except Ruad.a 

c) Ca.petitiOD between P'edenl. 11Tillge &Dd lou 
aesocietiODe ed other Fedanl. aeenciee diecuaeed 

Leon, Ralut 
ne .. OD &lropaan ad rar ketarD till.aDoi&l eituatiOD -

12/19/34····· ··········································· 3)0 
Lilldbarib, Cb.arlae A. 

IDio1r as!re rDR it Lilldberib CBD be aelred to be Taclmical 
Adrlsar to Paoplee, of Proc~t DiTieion (Central 
Purcbes1.Jii .A&ant for all pl.aAes) J P'DR •does not li!re 
idM•- ll/28/)4,,,,,,,, ,,,,,,,,,,,,,,,, ,,,,,,,,,,,,,,,, 196 

Lilldbarib Case 
Schwartelropt (Coloul.J »• Jeree:r State Police) 'phone• 

IDio1r to uk tor Frank Wllaon, ot Traasur;r Illtall.1i&Dca 
UDit, acaiD- 10/31/)4.................................. 142 

a) IDio1r telle LiDdberib ..P'reClCl•ll:r that Wilson ~ 

&,aiD •••1•t - ll/16/34···························· 192 
Li~, kl.tar 

Calla on IDio1r to diecuae caneral world~wida tillaDci&l 
o0Dd1tion•- 11/27/34•••• •••••••• •••••••••••• •• ••••••••• 194 

Liquor 
laU HUrJa •tr:rine to put hie ua in• •• heed ot ParmeeiTa 

S.Ot1aa, Aloobol !ax Oait - .;6/34••••••••••••••••••••·••• 9 
lllllr approT&e r.-<l11triotinC ot tiald UDite - 8/6/34· •••• • •. 9 
Boatttcar (Jolin) -• to IIIU'r' • raeaae "'- reporters poled 

.. que•tloa ot tax oa liqaor•••••••••••••••••••••••••••••• 9 
IDio1r -rare with Qli)lbaAt, Opper, llellott, 8a;rlae, Qraqe, 

aDd Jlc~l OD qaeetiOD ot antorc-t 1D dr:r etetaeJ 

oaapa1eD to •tart 1D teza• - 8/7/34······················· ~0 
Lone, Rae:r 

W&lal~ (llll;ror, ... OrlMDI) gifte Dlr Loq1e bebiDd-tl»-
aoaae zw.etiOA t.o s..dict..te now J1•1i 0 1 - 12/'JI)/'JI.••••• 319 
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at ~TV Jli.nt. - 12/10/31...... . . . . • • • . • • • • • • • • • • • • • • . • • II 2'3 
lottett, •zs-;,-

hrlq tella lllllr persOD&l pulp oODOemi.DC - 11/27/34.. 1~!1 

llolaaHa (PhWppiM ud Paa-to llt.o.n) 
s.. Caplaa ec.~ 

-·-
lat10Dal boOYW')' Adptnhtr&tlaa 

&lobbarc tella lllllr ot d1tf 1oult1•• w1Ul CiaDert.l hCh s. 
lobDaoa- ~8/)4 ••••••••• • •••• •••••••••• • • ••.••••••••• 

lllllr tell a Fill about John,... - 8/9/34 •••••.•••• , ••.••••• 

- 0 -

11 
17 

o•OceDor, l.F.!. 
Crowlq..O'CoDIIor -trcwarer Snclued 10/15/34-3/11/37.. 11.4 

01*1 llarltet c-tttee 
S.. J1Jiuo1DC, Gcn'eJK oat 

Pabl 1o Real.Ul Serr1.oe 
See alao u-p!oz-t 

-P -

lllllr'• te1ecrae to llolntpe omaoemiDI .... ~ .- ot 
tl allliOD• - 9/12/34••••••••••••••••••••••••••••• ••• • 
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Ii&1Dq, J1eDr7 f, (Spee!rwr, R- of Repre-t&tlna) 
Die• 8Vl9/34••••••••••••••• •••••••••••••••••••••••••• ••• 
Fill 1A p1a eoo4J 'pboD .. tbat • • · Ba1M7 w1ll 1'1ID tor 

Mr bl&lbarad' • -t 1D ec.cre•• - 8/20/34. • • • • • • •• • • • • • 
w ~~oue raru (l'lltue c-v, ••t Y1ri1Jda) 

llebab1llt&t1oe Jl"Jeot 1Aapeot&4 '117 repre-t&tln ot 
J1an7 ROJ*ina, Bartoa (Proow crt 1>1w1a1oe), 
o. s. roztt..aa, ..... a. llota - 'll/22/34 .•••••.•..•• . 

IleJ1ao14a, lack- 1. · 
Speeob to be -.de batore Aeer1oaa Barbre' A .. oo1at1on 

41......S w1Ul Wr ud Rarr1ama (Federal a. .. rn Bank 

of ... torit) J Wr dlah*o••• ORt&1JI psaeaae•J 
JI'G)C18cl :apncll u4 •11111111 aa 4el1fti'Scl, ath*ed-
10/24/)4 •••••••••••••••••••••••••••••••••• •••••••••••• 
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Riobbera, Doaald 
See Ret10Dal Reoonrr Ade1n111trat1oa 

Roada, Pabl1o 
See U~~e~~pl~t 

ftooMftlt, ElMDor 

Book Pap 

npl.iDpr ea<pNIIMS d1Mppxcrml to IIILJr - 10/19/34...... II 121 

-s -

Sobulta (•Diltoh•) ea .. 
IIILJr aaka La0aard1a to a .. tst Departaeata ot lut1oe 

aDd Treaeur.y 1D appreheadiDc- ~34•••••••••••••••• 
Jllllr d1aou ... a oaee with 1. Maar ROOftr - 11N34·· .••. 
IIILJr aake Doran {D1et1llere• Inetitnte) to ottm-

$10,000 re~- 11/2/34• ••••••• •••• •• •••••••••••••••• 
Bee surrendered 1n 4lbau;r - eo Rocwer 1ntorae IIILJr -

11/28/34············ ··· ····· ·· ···· ··· ················· 
Schueter, S1r Georce 

leis talle IIILJr Soh'Uter, who cootrola J1YJ aUllon ounces 
ot aUnr tor Indian Gonnment, -• preeent at 
Foreign Relaticma ~ttee dinner 1A lew IorkJ ohiet 
oonaen1111a ot op1n101l ucag b1& •ining 1Atereeta 1e 
that ae 1011g aa United Statee Gonl'UIIent pUahee ita 
prograa, thh sroup will hold baok 111Ter tor higher 
pr·ice - ll/7/34· •.• •••• • • • • • • • • • •• • • • • • • • • • • • • • • •• • • • • 

Calle on IIILJr aa prin.te 1nd1TidualJ dbouuee handlin( 
ot t1nanoe 1n Lcmdcm and 1n Waahingt011 - 11/15/34· ••• • 

Conterenoe with Rllr - 12/17/34••••••••••• ••• ••••••• •••• 
Seigniorep 

See SilYer 
Sllnr 

See alao Go-rern.Mnt BoDd Market 
• • Sobueter, S1r George 

Upon return trca n.oatioa 7/30/34, IDilr t1nda Treasury 
baa bought onlT 5,100,000 ouncee 1n tour week11 
Coolid&e eaya purcbaM baa been d1ft1cultj IIILJr wlll 
telte perecmal obar4e1 ChaN J&tional Bank to be ueed •• 

SllYer oert1t1oatee (ne • $1 aDd ts, 1934) to be g1ftll 
out b;r Caabier 1n tr..aur;r BuUdin( - 8/7/34· •••• • •••• 

lat101l&l1sat1on plana obeoked b;r IIILJr w1 th Oliplwat -
8/ 9/)4 •••••••••••••••••••••••••••••••••••••••••••••••• 

l&tlaullaatioe allto.ati~ etteoted at 11 •·•·, 
lla;rll&ht Suing !S.., 8/9/34, wbc IIILJr force• 
price to 49.so •••••••••••••••••••••••••••••••••••••••• 

•e•eaaea to and trca 1IIl1n llreen Ba;r, Who-1n, 
oonoern1nc 1natrvot10118 tor Depart.aenta of State ...S 
tr.•.ur.T•••••••••••••••••••••••••••••••••••••••••••••• 
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SUTer (Collt1nued) 
Continuin& aold ehiPMDt• atter aati011al.isat1011 ot 

eilYer dieou .. ed b7 1!111r with CoohraA in Parb -
8/10/34•••••••••••••••••••• ••••••••••••••••••••••• •••• II 16 

FOR uad Hll1r oOG!erJ 1111.1r explains Coolldae' • JAolt ot 
beliet 1n 1llYer prQKraa - 8/l0/34•••••••••••••••••••• 17 

hwapapere abeolutel)- aiequote proa:ruJ 1!111r fin<a that 
e't'ID Coolidp doea•t UDderetaDd iateDtJ OllpbaDt 
per.mal 17 ezplaina to •- York 'fillee aDd Trlb-1 
... York Tille a oarriee uo•lleDt etQrT - 8/12/31,.... •• 17 

.lt lunche011 with P'llR, !IIJ'r explain• tbat be 1e -dina 
out 19.34 eUYer certificates illat.ad or uailll up 1ar1e 
auppl7 or 1928 ones ($.350 aillion worth) - 8/13/.34·••• 18 

Letters signed by P'DR and Hll1r oonoern1ng iesuanoe of 
eUver certitioate• - 8/13/34·., ••• •••••••••••• , ••• ,.. 211 2.2 

S.tgn1orage aDd treetaent thereof diaouaeed b7 FDR and 

RMlr- 8/20/34••• •• ••••••••• •••• ••••••• •••••••••••••• • 23 
a) Profit tak• in attar 6/14/34 to be treated ae 

1e tbe aold profi t and not -de part or leDeral 
Trea8Ur7 reoeipte except tor seign1orage 011 
-neUTer ocilla and newl7 a1ned sUTer-

8/31/34········ ····························· ····· 61 
Hll1r1 e confidential IHIIOrand- to FOR oo future pol1o7 -

12/17/34················· ······························ 293,295 
a) W1111us (RarT&rCI) and Starn (Cbue Rational Bank) 

consulted.................................. .... ... 301.303 
lllUr qgeata to Lochhead that a tonnage rate be placed 

oo 111lited Statae 1old and ellftr ratloer than preeent 
rate on~ ot ab1p.eot- lZ/17/)4 •••••••••••• •••• ••• 

Federal Reeern Bank ot Jew York aake Cbineee Ubaeaador 
to tranaait 1.11 code to Central Bank ot Cb1Da plane now 
1D to.rce for paroha.ee ot sUYW - 12/18/34..... .. •• • . • • 344 

Speeobee b7 H111r 
P'DR goes OYer Rllr's proposed t1ret epeeohJ rejeote 

paraarapb etatill& •we are looldng f orward to a balanced 
bud&et• - 8/13/34··•••••••••••••••••••••••••••••••••••• 18 

•The treaaur,y'• FiDanoea• del1Yere4 8/~34•••••••••••••• 29 
a) Dratt•••• ••••• ••••••• •••••••• •••••••• •• •••••• •• ••••• 30 
b) Reepooaea to apeecb................................ . 47 

- T-

TuatiOD 
Brief • ''7 ot pn11•'na'7 report 011 British Tax Syataa 

.ade b7 Ma&W, Parker, and Una - 11/22/34 .......... .. 
COG!idential report on special taxee now exp1r1ng, tu: 

obaniea propoeedt et oetera, preeented to P'DR - 1.2/11/.34·. 
Frankturtar (Felix] cooaulted oonoerninl dne.lopunt ot 

procraa of tuat1on Oil oorporatiODe - 12/19/.34 ..... • .. • 
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~~10)'1MDt 
Relation to budaet dieouesed at aerial of three meetings 

at White Rouee1 Ickes and Roplt1na alao present, HIIJr 
aake tba t they preaeut nlaber ot aelt -11qu1dati.Dc 
proJeota- October, 1934····• •••••••••••••••••••• • ••• • II 

a) Contidenti&l reeu.4a ••••••••••• •••••••••••••••••• 
PDR •ti•e-year plan• tor construction- 11/7/34••• •• • • • • 
P'DR, IIIJr, Ickes, Hopkins, 'IaUter, 8Dd Tugwell cooter 

at Wara Spri.DcsJ Ickes produce• prograa- •o•..Oer, 1934 •• 
a) HIIJr telle rDR later he thillka peraOD 1n cbar1• 

ot procraa should be aeleoted tirat 8Dd prograa 
decided afterward; FDR dittera rtgoroual7 ••• • •••• •• 

llcllOD&1d (Thoua B.), Chiet, Bureau ot Public Roada, 
proalaea iuediate program on public ro.da - 12/10/34· •• 

a) FDR 1a plan for tranacODt1neDtal toll roada 
diaouaeed 

b) Report preaented- 12/ll/34••••••••••••••• •• •• ••••• 
Sydenetricker, Parran, et cetare, conaulted about 

$10 aillion extra appropriati on- 12/13/34•••••••••••••• 
0Deap10)'aellt IDeurance 

Boche (Josephine) -orandua concerDing f'lmda deposited 
iD Tre&8\.lr'7 - l2/2V34· .... . . .. ... ... ..... ....... ...... . 

- v-

Viner, Jacob 
Pess1aiat1c about bus1nesa cODditiona and talla HIIJr he 
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289 

336 

08l1Dot ata.y with Treasury duriDI 1935 - 9/10/34·.... .... 70 
Report on aur.q ot ~ to IDduatr)'" cri tlc1Ha Crowley 

8Dd JoneaJ HIIJr aaka Ear17'a adrtce1 Earl7 rec _.. 
letting thea aee report- 12/6/34· ·••••• •• •••••••••••• •• 2S2 

V1ner-Bard,y report on IIUM'8T ot bank credit anllabUity 
in aeYenth Federal ReaerYe diat.rict (Chicqo) discuaaed 
by lnterdepe.rtaental C~ttee ot Lendin& A&encies...... 259 

a) Rea\.W of report..... . .. ... .................... ... . 30'1 
b) Lawrence (D&rtd) congratula te• HIUr on report -

12/1~34········ ····· ·· ·· ··········· ··············· 317 

-.-
•...-. SpriDca, Georli& 

See ~ap10)'MIIt 
WUaoc, l"rallk (Treaeuey IDtellipDoe ODit) 

See Lindberlh Case 
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JUly 1, 1934. 

On Ur. Liorgenthau 1 s trip to the Dude Ranch in 
Bozeman, aontana, he s topped off at Chicago and inter­
viewed a number of people. The following are notes which 
he wade after each interview: 

Bebb - Allis Chal~. Business bet ter - 40% better. 
Customers different . Bi g contract s. Some form of public 
works. Because of regular customers failure to buy, 
cannot finance . Public will not buy securities. Babb 
has no bank loans. $14,000,000 debenture due in 1937.- ~. 
Collections are fair. Fear of inflat i on. 

1 

HHt~eson - Chrysler . On uay 31st, retail delivery 
was up 6~ - Production up SQ%. Some softening of orders. 
Cars i n use over 5 years old. Labor more tractable as 
business goes off. Feeling of apprehension of great spending 
and unbalanced budget or stabilized currency. 

!1cK1nley - !JarsAAll Field . Last 6-7 weeks business 
down to last year . OPtimi stic over fall but still losing 
money . Hope t o make 1-2 million profit. Roosevelt man. 
Relief business too generous ; having effect on moral fibre. 
Not worried as to increasing debt . Too extreme enforcement 
of code idea - should not include anyth1n.g beyond wages 
and hours . Very l ittle falling off because of drought. 

a,verv - l.lontgomerx l!!ird. Gypsum field due to 
anticipation on prices, increase 1n t onnage up t o last 
month. Effect of drought much less t han expected. Business 
20% ahead. Last 3 or 4 weeks bad - last few daYs leveled 
off . Ratner optimistic - have cancelled considerable 
commitment s . 

l!ash. Criticize men in washi ngton who do not under stand 
problems . ParticularlY, CWA lavish spending. Not afraid 
of President. Inflation. uaking normal commitments. Very 
good fall. Auto bus iness last 30 days good. 

Fred~argent - c. & N.W. Pretty fair corn crop . Grain 
is only 4 of revenue. Hopkins doing good Job. Fear 
of something going t o happen. Not afraid of R. R. pens ion. 
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Will cost about $600,000 or about same as normal . Not 
worried about Frazier-Lemke. Thinks it will stiff en 
price of farmland . Attorneys of PWA should be less 
technical - was going t o borrow $3 , 000, 000. would cost 
$300, 000 more than to borrow private capital. Fear that 
governcent cannot meet its own obligation. Should be made 
clear that large part of money 17ill be paid back. 

UcKinstrY - Internat ional Haryester. 

108 , 000 tractors t o Q, OOO - turned corner in uay l Q33 . 
Slideoff this April. Crop failure affect s them badly. 
Losing money . Increase oosts . Worried about agitation of 
labor. Collections - what is dollar going to be worth? 
Collections better, particularly in south. Been able to 
increase cost to farmer enough to offset cost. Very 
pessimistic. 

Stuart - Ou8ker Oats . 

Normal. April- Uay l et up . Las t 3-4 weeks pick up. 
Worried about price control. Should draft business men on 
Government Commiss ions . 

Brown - l et Nati onal. 

2 

Does not see in near future any demand for money . Would 
like to see washington leave everybody alone f or awhile . 
Long term Government securities not going into hands of 
investors. Fall moderately better. They are now regulated 
from 4 to 5 sources-too many ! 

Thorp - I l l inois s t eel Company. 

Think mill business wi ll be off for a month - In the 
fall, g r adually recovering. Labor greatest menace. Last 
month cade first orofit in 36 months . To some extent 
moderately anticipated t heir future needs. Not for F.D.R. 

Thomas Wilson. 

Says Davis was satisfied - Tugwell in recent statements 
has been unfair and untruthful. No new capital needed. Bond 
i ssue due l Q4l - &fo. Lard ie wor ki.ng off. Last month killed 
only 2~ of hogs . 281- lass hogs t his spring . 39% lees this 
fall now expected. Headed towards a real shortage of hogs 
next spring. Beef situation will get better. Industry in 
good financi al shape. He wants t o help . 
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.. ugust lat. 

Returned t o the office in Washington on July 30th &nd much to my surpri se found i n the f our weeks that I was 
~bsent tha t t he Treasury had only bought 5 , 100, 000 oz . of silver . Talked with Coolidge who said it had been very difficult to buy silver . He bhd a plan in which he pro­posed t o buy each year only the wor ld output in order not to draw on China and I nd i a for s i lver. He tr i ed his best to persuade me from starting an aggressi ve buy 'ng campai gn and urged me to wait until the Presi dent returned when we could d iscuss t he matter with him. Coolidge said, l e t me t ake tne bl ame for not buying silver. I t old him that this was un obligation which the President had placed on me and I would feel that the President had every right to cri tcize me on his return if he found that we had bought so little silver . I told Coolidge that I would personally take charge of the buying and expected to run i t up to 49!¢ and then nati onalize. I told him af t er we had done t hat we could then sit down and di scuss the next s tep. Coolidge argued that if we nati ona lized here that the International speculators would then buy silver in London and would be very apt to run it up to 65¢. I t old him that I doubted this very much, especi ally if we would res t on our oars after we reac hed the 50¢ price . Monday night I told Crane to try and buy in London Tuesday morning at the fixing ~i million oz . at the equivalent pr ice of 46 . 05. ns a result of this order we got 650,000 oz . a t 46.05 • 

I sent t he f ollowing cable to the President: 
"Ret urned Washington today feeling grand . Lots of work to do . Will not meet you unless you wish it. During my absence Treasury had bought only f ive milli on one hundred thousand ounces of s i lver stop. "m planning to buy aggressively until price r eaches forty nine and one half cents . Looking forward to seeing you with great pleasure on your return. Best regards . 

I received the following answer on Tuesday: 

"It is not necessary t ha t you meet me . Glad you had "hppy 1 Olliday" . ••lso very glad you are going to push the purchase of silver " . 

Tuesday, July 31st, we purchased in N.Y. 400,000 oz of silver at 46.45 • Between 3 and 4 P.M . St andard Time I gave Cr ane the following order to purchase 1, 850,000 oz. of s ilver a t ~0 7/16 , We gave the Lo~on pr i ce in order t o a void the d ifference in fore i gn exch ange. We are using the Chase Bank t o execute these orders as I understand that their London office is about the best amongst the American 
B~>nkers . 

3 
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Marvin Mcintyre lunched with me and he gave me a lot 
of gossip. · He said that while the San Francisco ~trike 
was on that for 48 hours it was a lmost like warfare . He 
said "Perky" meaning lliss Perkins was grand . During this 
whole period she was down in lliami as her sister was very 
ill, but she was constantly on the telephone. He said 
Perky used me the w~y the Presi dent did and would give me 
suggesti ons and I would t a lk to the people the way she could 
not on account of her being a woman. He said General 
Johnson called him from Portland and argued with him about going to ~an Francisco . llc said, I told the General why 
ask my advice, you never take it anyway . nfter much dis­
cussion in trying to get the General to limit himself to 
two speeches and then return to Ylashington they finally 
agreed that the General could go to San Francisco as a 
private citizen. If anything went ~Tong, he was there 
without the White House sanction. With that understanding the Gneral went to ban Francisco. 

Me tells me that Jimmy lloffett has been separated from 
his wife for a dozen years and I gather l i ves with a llrs . 
Moran, a very wealthy woman. Me says we have to have some 
peo,>le who are inside the lines of the enemy (meaning 
criti cs of the ndministrati on). He says that Mrs. llotan 
is very wealthy and is very heavily in stocks at the present 
t ime and on account of her fondness for Moffett is ready to 
doublecross any of her associates. I gather that Mrs. 
Moran is overati.ng in stocks with the real big 011erators in 
N.Y., a nd the intimation is that she is doing so now. Vc 
wanted me to play golf With Moffett Wednesday afternoon 
also with Kennedt. I told him that ! really di dn ' t have 
time for golf during the week. Comment: With this informs­
Jimmy Moffett certainly bears watching as llr . Sykes told 
me when I was out west that Moffett was fired by the S .O. 
Lo . of N.~. and is known as a great boozer. Me was rather 
critical of Louis Howe and said someday Louis is going to 
go t oo far and the boss is going t o give him an awful 
spanking. The trouble with Louis today is that he is not 
in touch with things but he keeps on giving orders on im­
portant matters when he really is not posted . I asked llc. to telegraph the Pres. about reappointing kdolph Miller 
from the Richmond district rather t han Calif. in order to 
make room for Marriner Eccles. Me said he would do it . Be 
said he did not know Eccles well but the little he did know 
of him was good . Me was extremely friendly- in fact, more 
so ban I have ever seen him. 

Bad breakfast with Capt . Sayles who made a much better 
impression on me than he had before. He i s handling a lot 
of the under cover work hi.mself and I feel quite encouraged. 

nt 6 o ' clock I went over to the Procurement Division 
and talked to the architects for 45 minutes. When I was 
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through, I felt I had really done a good Job. I expla ined 
to them that I was going to give them the opportunity to 
turn out economical , good-looking utilitarian bUildings 
r apidly; t hat I believed in re-firing r a ther than firing; 
t hat I appreciated the policy heretofore had been to build a 
mausoleum type of bUilding but that that would have to stop; 
t hat I had t aken Congressmen McDuffy off the shoulders of 
ndmiral Peoples as I was always glad to r elieve them of the 
political pressure and that I had explained to the Congress­
man tha t we could save • 30,000 . I t old t he group that 
possibly I was twelve months ahead of my time but Just as 
sure as I was sitting there, within the next 1~ or 18 months 
economy would again be the policy cry in Washington and 
that I wanted this Division of the Treasury to show the way . 
Thw interesting reaction f r om men l ike Reynolds was, of 
course, Mr. Secretary, we want to do this but it has been the 
ou<;side architects who have been insisting on the extra 
luxuri ous oramentation . This was particularly amusing to 
me because Heynolds was amongst those who said it was a 
tremendous mistake to discontinue using outside architect s . 
Simons, the head architect, also mentioned that the former 
,.s sist&.nt Secret ary under Alills used t o urge them t o build 
more extravagant bUildings . I left there r eeli ng that I 
got over to the group the spirit with which I wish them to 
carry on their work and I feel t hat the personal cont act was 
worth ten times as much as any possible written orders that 
I could have given t hem . Peo.Jles , when I l eft, was very 
much pleased and I feel that I have won him over entirely 
to my attitude in this matter. 

~tugust ~nd . 

Telephoned Coolidge Wednesday morning ..a after r ead­
ing a little sqUib in tbe N.Y. Tribune in the financial 
news that the dealers who have bought the new Farm Credit 
3~ ~100,000, 000 issue were sore because the price was off. 
I told Coolidge t o buy $5,000 , 000 worth ~r Postal Savings . 
He f irst protested mildly saying that he had counted on 
using Postal ~avings money t o supply the Farm Credit ~td­

ministr ation with the i~5, 000,000 t hat t hey needed each 
month. Then Coolidge said that it had been in his mind to 
speak to me about supporting the market in the .!o' . C. 3% . 
Ten minutes past 11 o ' clock D.L.S. I called up Burgess of 

the Feder al He serve of N.Y . and asked him if he had bought 
any F. C. 3~ : He sa id, no, and ruther crossly I sai d , why 
haven't you? Je said how do you know that I have net and 
I said because I am getting quotati ons every 15 minutes 
and the price is dropping. I wish you would go ahead und 
buy some. He called me back in f ive minutes and said, I 
bought i l , OOO, OOO worth and with a smile 1n his voice he 
said , my but you are cert ainly in good form. I checked with 
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him lilain severlil tiJDes during the day and after the aarket 
closed he told me t~t he bought 13,~50,000. worth, and he 
Sliid you will be interested in knowing that he, Burgess, 
thought he would anticipate his needs and buy some notes 
for the Federal ~eserve to replace bills comi ng due shortly. 
He said just as soon as I t~to buy them they went out of 
reach. He said the tone of the whole government market is 
much better and he seemed to feel much more cheerful. This 
again demonstrated thlit while the Federal Reserve lind the 
New York financial crowd love to criticize the Treasury 
for supposedly supporting the government security market, if 
we do not do it ..OCC1i&i6nally, papers like the New York Tribune 
lind others are only too ready to jump on our neck. Coolidge 
is libsolutely useless when it comes to being aggressive and 
taking chances . This has been demonstrated in silver . 
Yesterday we got around 1! million ounces of silver, the 
whole finan41al market turned the corner and I felt so happy 
about it that I sent the President the following cable: 

"nggressive buying produced good results in weak 
government bond market period 

Bept. corn 75 1/4 up 1 7/8 
Sept . wheat ~1.05 up 3 1/~ 
Oct . cotton 13.1 

Whole market turned today stocks up ~ 1/2 points silver 
up about once cent·peri od amount of silver purchased to­
dliy 1 , 575,000 ounces Tuesday 1,050,000 ounces 

Henry Morgenthliu, Jr. 
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Wednesday, "ugust lst, I had a group in for luncheon. The 
purpose of this meeting was to try to get the four federal 
agencies who contact ba-ks to have a uniform policy as to 
examinations and request for information and eventually a 
na tional bank policy. h number of those presnt seemed 

1 

Quite frightened, particul&rly, Awalt, who seemed to think 
t hat I had in mind a possibility of doing away with the 
Comptroller ' s office. ~rowley tried to use this opportunity 
to clean up his preferred stock program a.nd I had to sit on him. 
Like most of these meetings there was a general di scussion 
le~ding nowhere ~nd I finally had to assert myself and lay down 
the progr am. I suggested that each of the four agencies ap­
point members of their staff who should work with Viner whom 
I designated as chairman, and bring in a preliminary report by 
Tuesday . We agreed that we would t hen go out and make a quick 
survey . in the Federal Reserve Distrct of hichmond . 

I argued with myself whether I should give this 9rogram any 
publicity and I decided that with so many prima donnas involved 
I would get much further if for the time being I claimed no 
credit for this i dea . 

Those 
Mr . Awalt , 
Paulger of 
Coolidge , 

present at t he above luncheon were: 
vov . Tally for Jesse Jones , ~hester 

Feder al Reserve , Mcneynolds , Eccles , 
\liner, Gaston. 

Mr. Crowley, 
llorri~l and Leo 
Oliphant, 

Had Geo . Barr ism and Coolidge for supper . Harrison told 
me that he had the following informa~ion directly from Norman -
that the reason the Germans signed the agreement wiBh the 
British to give them preferential treatment on the awes 
Young loan Ytas that Under-becr etary Leith Ro~s sent for the 
Germans and said , 11\lte give you until 12 o ' clock tomorrow to 
sign it . I f you do not sign i t at 12:01 we will seize all of 
the German funds in Great Britain. " The dermans tried in every 
way not to s ign it, came back with a frew minor suggestions and 
Leith Ross told them , you sign on the dotted line anrl I will 
not permit you to change a single word. Harrison said that 
Norman thought that this was outrageous procedure . Schacht told 
Harrison that they had signed this agreement against his protest 
and that it was impossible for the verman Government to live up 
to it. Harrison said that conditions in ~ermany were terrible 
and t hat they woul d only permit imports for an amount equal to 
their exports as they gold was down to about seventy milli on 
Reich Xaras. Be said, for example, they could not import any fo~ 
for their cattle and that therefore farmers were butchering their 
cattle and w1tb so much surplus mea t they practically could not 
gi ve it away . Harrison was very blue about uoth the German and 
the Italian situation. Be said in Italy they have forced the 
r eduction in the cost pf l iving by the most drastic and cruel 
methods, hoping in this way to be able to re-establish themselves , 
but Italy now finds that after going tbrough this progr811 she 
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cannot increase her exports because on account of the many 
quotas set up by all countries . I gather that the situation 
in Italy was also critical and that strange as i t may seem 
one of the countries that is doing the best is Austria .· 
~rrison said that ~merica l ooked so good to him on his re­
turn this time . He also said that much to hi s surprise 
the cer.tral bankers whom he met t ook very litt le i nterest 
in our silver program. Harrison tried to pump me as to who 
was to succeed Black, but of course he got nowhere . He gave 
me some news, namely, that the President just before he left 
tola Black that he did not &?prove of the idea that Black stay 
on as Governor and taking ~/3 of his salary from the Federal 
Reserve at Atlanta ana full salary here in Washington. The 
Presid~nt said that he thought this was a subterfuge and would 
be subject to criticism. Harrison said he had heard both 
Taro Smith and Eccles mentioned but I did not blink an eye 
lash at the mention of either name. I think Harrison will 
d i e if Eccles is appointed . 

Dictated August 7th. 

Friday, nugust 3r d, after meeting Henry on his return 
f rom Europe, took \.I if ford, President of the hmerican Tel. & Tel. 
on the Coast Guard Cutter Champlain and sailed up the Hudson 
as far as Peekskill. I found Gifford very easy to talk to 
und extremel y frank. Gifford said 1 f rankly, he was very much 
worried as rumors had it out of Washington t hat the new Communica­
tions Commission was out to get the Tel. & Tel . He said , I can­
not understand thi s attitude because he sai d nobody has ever 
made big money out of Tel. & Tel. The stockholdings are well 
distributed , no one person holding a large amount . I told him 
ay idea a cout wanting to find an important company l ike his who 
would go ahead with a program of expansion a t this time. He 
st. i d his company was not a good one to pick because their plant 
equipment would more than take car e of their presant business. 
He sai d up to the f:l.rst of June the net amount of t elephones in 
use was on the increase but tha t June and July they had lost 
telephones in excess of their estimates and that he was dis­
appointed . He spoke at great length of how he and other 
business men ware worried about the attitude in Washington -
that the 5~ tax on salaries and the fact that you would not 
deduct your losses against your income were all factors which 
took away the initiative f or a man to go out and take changes 
in nis business . I pointed out to Gifford what my i dea was 
on inflation, namely, t he printing of paper money to meet the 
budget deficit . He said that this was also his idea. I then 
pointed out that just as long as business holds back , the 
Government would have to continue to make large expenditures to 
meet the unemployment s i tuation and would have to continue to 
tax people a great deal more and more and eventually would be 
driven irito the printing of paper money to meet our defi cit . 
He said , I am awfully glad that you are seeing some of us 
individally, rather than t ry to do what Hoover did and get a 
whole group toget her and a sk each of them how much they spend 
and get a grand total and announce it . He sai d that this plan 
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had not worked at all . He said, I am ~ member of the Finance 

Committee of the U. S . Steel and I know that they have a big 

building program on which they could go ahead if only they 

felt that this was the right tim4 to do so . He said, I will 

speak t o Kr~on Taylor Presi dent of the u.s. Steel Corp. and 

call you up on the telephone. Gi fford said , you are the fir st 

person connected with the Administr ation who has asked my ad­

vice a nd sat down and talked things over with me . He sai d after 

this conversation I would like to meet the President. What do 

you think of it . I said , excellent . By all means talk to the 

President. Gifford then went ahead a nd said some nice things 

a bout the President, mentioned the fact that he, Gifford , was 

Cl&ss Marshal at Harvard and had graduated one year after the 

President . (Monday, Gifford telephoned me and said that he 

had talked to Myron Taylor aut that he had not gotten very far 

with him but Taylor would be glad to see me and suggest ed that 

I get in touch with him- which I 1vill do). While nothing 

concrete may come out of this talk, I feel that if I can see 

some of the leading business men ond have heart to heart talks 

with them, that possibly I could dispell some of their fears 

of ~'~o.shington. The conversation was worthwhile from my stand­

point because it enabled me for the first t ime to clar ify my 

outlook. 

Dictated August 7th. 

Thursday, nugust 2nd , Belvering asked that I see Williams 

because when he recommended him to me he did not know who was 

back of him. Last night Emil Hurja called him up and asked 

whether ~illiams was going to get the job; that half dozen 

tienators are interested in htm. He , Helvering, said he did not 

know who was behind him when he recommended him - or was he 

bluffing? Can you imagine Emil Hurja picking a head of the 

Permi ssive Section of Alcohol Tax for me ? 

Dictated nugust 7th. 

Monday, August 6th, Had in Mellott a nd Sayles and approved 

their re-districting of their Alcohol Tax Units . I accepted 

their recommendations just a s they were made . I pushed them 

very hard to clean up and finish this job so that I could an­

nounce it a t my press conference at 4 o ' lock - my feeli ng being 

that while the President was absent &nd the newspaper men are 

so hungry for news, I wanted a story to give out each t ime to 

keep the newspaper men f rom asking me embarrassing questions . 

They almost got my goat on pressing me on the tax on liquor . 

In my enthusiasm I \\·ent a little bit too far and sa i d that i f I 

can ' t lick the bootlegger I would be willing to go home. I am 

afraid this statement will coae back to roost some time - but 

then I really meant it . It was very interesting that when the 

boys were pounding me the hardest, John &oettiger came to my 

rescue and sai d quite firmly - after all the Secretary is just 

announcing his reorganizations , why not g ive him a chance ? 

Monday night, ~ugust 6th, I went over with Viner, Oliphant 
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and Eccles the banking progr am which viner has been worki ng 

o~. They made some progr ess but not as much as I had 
hopca !"or . 

In the afternoon Jim MOffett came t o see me and did no t 

make Q good impressi on a t all. Very fixed in hts ideas and 
talks too much. 

I made this sta t ement in the evening . Eccles said, 
yes I round him that way but I can talk more t han he can so 

I can get my vi ewpoi nt over , whereUpon all of us howled with 
laughter and told Eccles - yes, you could , but nobody else 
could . 

I kept after Bell and Hrought on and finally got them to 
see thht the new ~1 . and ~5 . 1934 silver certificates would 

be given out from the cashier of the Treasury in our own build­

ing . 

Dictated - 1• ugust 8th. 

Yesterday had conference with Oliphbnt, Opper , Yellott 
Sayles , vreves and McReynolas on the questi on of enforcement 

in the dry s t ates . It seems ' t ha t t here i s an act of 19~6 
which says that anybody selling tax pai d liquor i n a dry 

state must pay the Federal Government ~1 ,000. I f they do, 

they have complied with the Feder al Law and it is up t o the 
State to enforce its ovm l aws . I suggested that we try out a 

campaign in t!le St ate of Texas where t here is a real desire for 

tne r'ederal Government to do something . ll grand jury learned 

that we had no money with which to buy liquor , raised ~10. 

· amongst i ts own members . With this money our men went out and 

bought l i quor and collected ~6,000 in f ines . l>t the c• nference 

yesterday I l earned t hat we have money with which t o buy 
l i quor for evi dence . I told Mellott and Sayles that it was 
o . m. with me t o buy liquor provi ded that t he men did not drink 

it on the p~emises and did not take any women with them as 
compani ons and use them to assist in t he purc hase of liquor . 

I instructed Oliphant to send a very able attorney to Texas 
to watch t his experiment. Mellott want ed to go in and spring 

this campai gn on the State of Texas . I explai ned t o them 
that this WE c Jntrary to my policy, that I was much more in­

terested in having people obey the law than I was in making 
arrests and therefore Oliphant is preparing for me for my 

Thursday press conference a statement which will put the dry 

states on warning . 

Yesterday at lunch I had the following group: 

Crowley , Awalt, Tally, Paulger and Morri ll of t he Fed . Res , 
McReynolds, Eccles , Oliphant , Cooli dge, Viner , Folger of the 

Comptroller's offi ce, Ti m Fox, Milford and John~ . Nichols 

of r . D. I.C. and Governor Black . Sheehan of R. F. c . was i n­

vited but he was out of town. Gaston was on vacation. 

• 
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•e seemed tb be making real progress . I asked Crowley to 
bring up his preferred stock issue and I am going to try t o 
get Jesse Jones to make a drive und try and clean up this 
preferred stock campaign by Oct. lst. There is absolturely 
no excuse the way R. F. C. let this thing drag since Jan. lst. 

Frank Altschul came in while I tu.d my supper lind read 
ll long statement to me which he had prepared for Ray Moley. 
It was & very flor id, woroy statement supposedly analyzing 
the fear of the country but gave no suggestions for a remedy. 
"hen Fr ank was thru I said, that is & very pretty statement, 
but does not suggest anything. I then goaded him on a little 
bit and got him to talking about what he really had in his 
mind, namely, the i ncome tax, the securities act, etc . I 
then said to him, give me the name of the company which wants 
t o be financed and I personally Will assist them in getting by 
the various ~lashington hurdles. Frank quite excitedly said, 
that is just what we do not want. VIe do not want Washington 
to f inance business . I s aid, that is not what I suggested . 
I simply said, I will try to get them ~Y the hurdles . Mr. 
Redman, counsel for the !:>tock Exchange, c&.lled for Frank and 
he asked him in obviously • hawing off his friendship for me . 
He repeated our conversation of what I was willing to do and 
nedman said , take the htlanti c Coastline for an example. I 
said , well I doubt whether that is a fair example and I pressed 
him for examples of other companies, whereupon he did just what 
Mr . Houston !±a of the Baltimore Locomotive did . he said . well 
the Jlsychological attitude of companies is not right for the 
moment to borrow money. I said well that is t he same story I 
eet from a nybody when you press them for an example of a com­
puny that has a good balance sheet making a little money who 
Wllnts to borrow some money for exp&nsion purposes - everybody 
backs away and talks &bout the psychological attitude . 

ht 8 P.M . Peoples, Viner, Oliphant and Richberg came to 
see me . We talked generalities for an hour . When everybody 
left, Richberg asked whether he could stay. He then unburdened 
his soul to me . He said that he had been thru a living hell; 
that he had been in a difficult position of having two loyal­
ties - one the President and the other General Johnson because 
he said , he never would have gone with N.R.A. originally 1f 
the President hlid not asked hi.m to. He says the internal 
situation is just unbelievable - that the General woulo set up 
a group and tell them t o go to it and suddenly they would wake 
up in the morning and find that a big hand had descended upon 
them and j ust wipe them out . He said he was with the General 
11t Miami where he was drunk most of the time . He said, to show 
you the kind of situation in lliami, I had to sleep with the 
General and talk to him like a child and say to him, now I am 
tired, General, I want to go to sleep, don't you want to lie 
down? Be said I would hlive to lie down on a btd and try to 
make the General do the same in order to keep him from getting 
drunker. He said at 4 o'clock in the morning Miss hobinson 
knocked at the General •s door and fainted dead away ~nd the 
General had to carry her back into her room and it took a 
doctor and trained nurses hypodermics for 12 hours to bring 
her around because she had been drinking too much. He said 
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we met the Presi dent and he insisted that we get off the train 
and go to White Sulphur and try to sober up the General . He 
sbid most of the t i me Robby is fighting wit h the General trying 
to keep him f rom drinking to excess and making a public show 
of himself and it is only inf requent ly that she gets drunk. 
l' ichberg says he considers the General a psycological , patho­
l ogical case and that he told him that he is a bsolutely destr oy­
ing himself. 

He said t he staff of the N. R. A. is way bbove average; that 
t hey know how to run it and how i t should be reorganized . The 
problem is to get rid of General Johnson. He said after hemming 
Hnd hawing the only way to get rid of General Johnson was to 
get him a big job out side of the Government. He sa id that he 
doubts whether Bernard Baruch would t ake him back now and 
Johnson would not want to play second f iddle t o Baruch as he 
consi ders hims~f too big a man. He sai d one morning he decided 
t o go in and talk to Johnson in his office and he locked the 
door to keep Robbie out . He r el ates t hat he never had an ex­
perience like it in his l ife. She kept pounding on the door 
bnd shrieki ng that lhe must come in as she had a message from the 
l~hite House . Richberg sai d that he told the General face to 
face that there were two things he had to st~ - one wa s his 
drinking and the other was the interference b)' Robbi e in N. R. A. 
Administr ative matters . He said when he got thru talking to 
the General he said, here is my resignati on, I am thru. The 
General said , what do you mean and he said , anybody who has 

made the statements that I have is thru and he sai d you can 
ask anybody in N . R • .A . whet her what I t old you is not so about 
the situati on. The next morning he had Abram Harriman and 
hobbie in and tole them what he, Ri chberg , had sai d the day be­
fore much to Richberg's embarrassment . Johnson turned t o 
H&rri man and said, is what Richberg said true and Harriman 
looked him square in the eye and said, yes it is . Richberg said 
f rom that day on Harriman' s days were numbered . 

I tol d 
a job was to 
H.F. C. had a 
i dea . 

hichberg the only way 
possibly place him in 
large stock interest. 

I knew of f inding Johnson 
one of the companys t hat 

He thought this was a gr and 

Vie both agreed that the N.R. A. was the contact point of 
nmerican businessmen with Washington and that just as long ~s 
this internal s~tuation 1n N. R. A. existed of course Amer ican 
business men co~d have not cpnfidence in the Government in 
V.ash1ngton. 

I am not going to leave _a stone unturned to get the 
President to remove Johnson. I do not know how I can spend my 
t ime to better advantage . 

Yesterday, Aug . 7th, I spoke to Dr . Doran, Supervisor 
Distillers r Code ~>utho.ri t:r, and asked him for copies of his ad­
vertising campaign that he is running for the next 90 days . 
He promised to send me copies of the telegrams. 
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13 

Got to the office at 8:30 . Found Oliphant waiting for 
me. We immediately begm to check our plans for t he nationaliza­
tion of silver. At 9 o'clock Coolidge came in and showed me 
that $~~.000 ,000 worth of bids on the Home Owners Loan were 
under 99 . He recommended that we reject these and buy them 
for Postal Savings . I accepted his recommendation. Later in 
the day he said that he would put in an order and buy 1n Home 
Owners bonds at 99! in order to steady the market. I was de­
lighted that he should originate this suggestion . In the 
middle of the morning I noticed the Government bond market 
was going badly and suggested to Coolidge that we buy f lO, OOO, OOO 
for Federal Deposit Insurance and he said o.k . About hnlf hour 
later I noticed t he market was still continuing to go badly and 
I called up Burgess and fo und that he had bought a little over 
~~.ooo,ooo . I urged him to be more a6fessive . He said, do you 
~wnt me to push them up regardless and I said, no . I said, try 
to have them close half way up from yesterday s close . He said 
f ine . I called him again with Coolidge in the office and he 
said he had about used up the ~10,000,000 and should he go ahead , 
and we both said yes . I asked him to call me just as soon as 
the market closed but a t 3:30 D.L. S. time, not having heard from 
Burgess I called him and he seemed terribly excited and said 
that there had almost been a panic on the stock exchange with 
governments and that the market had been kept open unt il 3:30; 
tha t we bought $19,000,000 worth. The reason for my being 
so anxious to support the Government bond market wos because 
firs t, t he unfavorable comment that came over the ticker on 
the Presi dent's speech and second on ~ccount of our nationaliza­
tion of silver. I realise that until the financial district 
understood what we were doing that the government market might 
slump considerably and lastly, I wanted to also offset any 
possible ill effects from the poor way in which the Home Owners 
Loan offering went . Undoubtedly if we had not been in the 
market there would have been a small panic in the government 
bond market . There is no doubt in my mind ~at the Federal 
Reserve for the first time did not handle the execution of the 
oraers well. I may be partly to blame for having contacted 
Burg&:;s directly and urging him to go forward , but on the 
other hand from reading the papers and from t he talk that I bad 
with the Wall Street Jownal , I gathered that there was a 
natural recovery in the market during the last hour and my be­
lief is that we were only partly r esponsible for the tremendous 
flur ry in the governments. At 5 o'clock I had a long talk 
v11 th Harrison and I am afraid I was q u1 te excited in my conver­
sation with him. He had been at a board meeting all afternoon 
and frankly admitted that he knew nothing about •hat haa taken 
place in the government market. He called me back in about 
15 minutes and was very calm and collected and told me not to 
worry and he said that he felt that Burgess was partly re­
sponsible in upsetting me because he t alked so wild over the 
pbone . I askea Harrison as a favor whether he would not watch 
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the government market himself on J:o'riday to see 1f there 
were any 111 effects from OW' Thursday' s operations . 

14 

A¥£ 9 - Silver - .nt 9 o ' clock I put in a call for Forster 
o the White House who was with the President at Green Bay 
~>isconsin. I got him on the phone and told him that we 
would be sending a message to the President on silver and 
did he have the copy which the President was to answer . 
To my pleasant surprise he said he did have it . I told 
him it would be coming along in a couple of hoW'S and 
please to watch for it. I also asked him whether the 
President would care to have me get on the train at Balti­
more and ride w1 th him to Wash.ington. 

Richard L Jervis . On Board Pre~~dent's Special Tr uin 
"Give the foiiowlng message' to the resident and have his 
~eply therein quoted dispatched to me at once QUOTE My dear 
~. President COLON Pursuant to the arrangements made be­
fore you left ~ashington I advise you as foll ows and re­
quest immediate return of' the reply set out below COLON 
Uarket price for silver has today risen for first time 
since middle of last June to forty nine and one half cents 
~ fine troy ounce, accordingly &ecretary of State and I 
a r e proceeding in accordance your written instructions of 
last June ~8 STOP I confirm my determination of deducti ons 
approved by you June 28 · STOP buch determination applies 
equally at this time STOP Henry Morgenthau, Jr ., Secretary 
of the Treasury UNQUOTE Suggested reply QUOTE Replying to 
your messa&e of today, I reaffirm my instructions of June 28 
1934 to you and Secretary of State und my approval of de­
ductions determined by you and approved by me on June ~8 
STOP I note and approve your delivering to Secretary of 
State today (Thursday , hugust 9, 1934) the certificati on 
described in my instructions of June 28 and the acti on of 
the Secretary of St a te in procbeding today in accordance such 
instructi ons of June 28, thereby making the instruments 
covered by such instructions my ~fficial acts effective from 
today STOP 1• ranklin li. Roosevelt UNQUOTE 

Henrr Morgenthau, Jr . 

The above suggested message was immed i ately sent by the 
President to me. 

ihen hhd Lochhead come into my office and he practically 
stayed there for the next couple of hours. The silver market 
opened up very sluggishly and I believe the first sale was 
around 49 .10. I told Lochhead that I wanted silver to hit 
49 . 50 . at 11 o'clock Daylight ~aving Time.We had consider­
able difficulty in moving it . At 11 o'clock D. L. S. T. we told 
New York to post the price of 49.50 which they did , and im­
mediately we bought a little over one million ounces and, silver 
automatically was nationalized . We then sent Harlan over to 
the State Dept . to get Hull to s i gn the necessary papers and 
about ll : l5 D. L. S. T. Harlan phoned that Hull had signed and 
five minutes later he was at the White House and the message 
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was on the way to the Pres~dent. I got an answer from 
the Presi dent about one hour later . Immedi ately after 
we nationalized we put 1n orders to sell 1 , 000 , 000 oz . 
of silver at 49.76 for spot August and Sept. We then 
rot a flash from N.Y. that they were offering some silver 
at u very advanced month at 49 . 85 and we told them im­
mediately to put iD orders to sell silver at the advanced 
months at 49 . 85 . Then Lochhead got the bright idea tha t 
people might buy s ilver at 49 . 75 and bold it to sell it 
to us at 50¢ so we advanced our sell1ng orders to 49 . 95. 
Lochhead , Crane and ~ameron did a swell Job because dur-
1ng this period until the Commod1ty Exchange made up their 
mind what they were going to do, we were on pins and 
needles and we heaved a sigh of relief when around noon 
the Commodity Exchange ausf:l!p1ed operati ons in s11 ver and 
posted the final pr1ce at 49. 96, which plus their com­
miss1on of 5¢ equalled exactly t he pr1ce of 50.01 . 

+,he morning was ~erribly excit1ng· but Oliphant and 
Harlan had everything 1n fine shape and everyt hing cl1cked 
bes.ut1fully. It worked out that we were ready to an­
nounce nationalization just ten m1nutes before my 10:30 
press conference . Had another pr ess conference at 4 1n 
the af t ernoon and answered many more questions. The 
press was very fr1endly and I particularly enjoyed the 
afternoon conference . The whole day was one of the 
most exciting that I have gone t hru. 

At ~ o ' clock Parker Gilbert came 1n and spent an 
hour with me . He was most compl1mentary about the way 
the Treasury had handled i ts f1nanc1ng and sai d some 
nice things about Coolidge. I explained to him what I 
was trying to d~ with s i lver , namely, that I wanted to 
bring over enough silver to equal our favorable balance 
of trade and make 1t unnecessary to continue to bring over 
gold . I aked him what he thought of' the idea and after s. 
few minutes he sa1d he thought it was all right . As a 
matter of f act I think rather well of what you are trying 
to do with silver . I then asked him if he thought I ought 
to explain my Ultimate silver objectives to the fi~nciers 
in N. Y. and he thought 1 t would be unwise to do so und much 
to my surpr1se he said that he thought the fact that the 
Treasury kept on a weekly bas1s and made no future 
comm1ttments was one of the strengths of the Treasury ' s 
position. In talking about the present business s1tuat1on 
he gave me a brand new angle. He sa1d that the thing which 
was worrying h1m and other business men was that compantes 
l ike General Motors and ChrysLer which were do1ng such an 
1ncreased bus1ness came out wi th sta te.ments show1ng a d1s­
proport1onate amount of profits to the 1ncreased bus1ness, 
and that a lot of bus1ness people were afra1d that the 
mount1ng of 1ncreased costs would gradually eat into their 
profits and that they would disappear and that was one of 
thei r chief sources of worry at present. 
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16, 
I reminded Gilbert of our previous conversati on that I 

wanted a company that wished to borrow and have a n expancion 
program, etc. He said, I have not forgotten and think I 
have a good example for you. Be sai d that it is a subsi diary 
of the Consolidated Gas that 11ants to borrow $10, 000, 000 
partly for refunding and partly for rehabilitation. Be said 
we have not progressed far enough yet to need any help but I 
certainly will keep your offer 1n mind . I asked him 1f he 
knew of any other cases and he said that he head heard ~ 
coupl e of months ago that American Cyanamid and Pittsburgh 
Plate Glass together wanted to g'e t out a floatAtion for some 
new program but had been unable to do so. He said that they 
were not connected with this company. I asked him whether 
he would mind getting in touch with Bell, President of the 
American Cy~<namid and finding out more about the details . 

Dictated August 11th 

l''riday, "ugust lOth, woke up about 6 A. M. und started 
to read the cables that came in yesterday from abroad and was 
very much surprised to find in a cable from Cochoran of the 
nmerican Embassy in Paris that a siX milli on dollar gold ship­
ment enroute from Bombay and controlled by an American Bank in 
Paris was going to be permitted to continue on its way to N. Y. 
The reason being given was that they could only buy f ifty 
thousand dollars worth of dollars - there bei ng appa.r ently a 
shortage of dollars . This got me sufficiently excited that I 
put in a call for Cochoran in Pari s and had a pretty good con­
nection. Cochoran said that after he had sent that cable 
dollars became easier to acquire and nmerican interests con­
trolling gold shipments had actually taken gold off boats al­
ready loaded for N. Y. and he mentioned a shipment of gold to 
a rrive at Boston today which he be lieved they would order to re­
turn to Europe and not be unloaded here. I told Cochoran 
that we did not want any gold to come over here unde~ the pres­
ent foreign exchange rates and t hat if there was a shortage of 
gold I wus sure t hat we could find a way of supplying the dol­
lar . He said he doubted if that would be necessary. I asked 
him t o telephone Ray Atherton in London and give him the drift 
of my conversation. He sa i d he would. I told Cochoran that I 
was very much pleased with tbe cables that be was sending me, 
a nd he thanked me most hearti~y for my cable of appreciation 
which I sent him yesterday. 

Went down to the statiou to meet the President . He gave 
me an appointment for 3 o ' clock . Yuch to my surprise he saw 
me at once . I told him about our most recent moves in silver . 
He said, you know, it is funny , but I absolutely believe 1n 
thought transference . Be said , I woke up one night on Board 
the Houston and sort of worried about what you were doing about 
silver and thought well, it is time tor Henry to begi n to do 
something . Next morning I got your telegram saying that you 
started to buy, giving me the prices , etc. Be sai d I was very 
much disappoin ted t hat Coolidge did not carry out my instruc­
tions which I gave him the last Saturday I was i n ~ashington 
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and I told him to buy at least one and a half milli on ounces 
a day . He sai d , why didn' t he carry out my orders. I said 
because Coolidge said he did not believe in the silver pro­
gram . The Preaident 1s eyebrows went up and he seemed quite 
annoyed . I explained t o him my idea that the rest of the 
world owed the U. S. a certain amount of money each month due to 
our favorable balance of tra• e and that the world had been pay­
ing us for months in gold. My ide&. was that 1f we bought enough 
s ilver we could stop bleeding the rest of the world of its gold 
and possibly even letting gold go out of this country I 
could see that this was an entirel y new idea to him and that he 
was interested immensely. 

I told him that I thought the worst situation in Ylash­
ington was General Johnson; that we ought to try to get him a 
j ob thru the R. F' . C. The President agreed that something must 
be done about Johnson, but he said, getting him a job is three 
steps removed and we could not reach it for over u year. I 
did not tell the President that I absolutely di d not agree with 
him on this but I know that that i s the way he likes to do 
t hings . Of course George Peek a t present is a living example 
of this method . 

¥lew t o the farm Fr iday evening . 

Saturday morning the papers, very much to my s urprise, 
t ook the s t atement which had been read to me over the telephone 
l''riday night on silver and co'mpletely twisted it. The Tribune 
paeticularly made it appear as though the President had over­
ruled me; that we were going to go ahead on issuing sil ver cer­
t ificates up to the limit. When I t alked to Coolidge about 
noon &.nd l earned that he did not understand what we were doing , 
i t seemed to me that we had to do something . I also was sur­
prised to learn that governments had taken a terrific drop and 
that also due to the misunderstanding of our silver policy. I 
suggested that Harl an, Bell and Upham see the newspapermen and 
give them an explanati on. To make sure that their explanation 
was sa tisfactory I called up the managing editor of the New York 
Times and &.sked him whether he would tell me what report he re­
ceived over the wire from this interview. khen he read it to me 
I realized that these men had not explained our silver policy 
satisfactorily and that something additi onal must be done. I 
t old the Times editor that the N.Y. Tribune was sending over 
someone to see Oliphant (Ernest Lindley) and I suggested that they 
also send someone over which they said they would do . Earlier 
in t he afternoon Upham told me tha t Li ndley had asked some very 
pertinent questions which he wanted answer ed and I felt that the 
only person who could answer them was Oliphant. I therefore 
called Oliphant on the telephone and asked him whether he would 
not go over to Washington and see Lindley which he agreed to do. 
l then called Oliphant again when he got to •ashington and told 
him that they should also see the N.Y. Times man. When Oliphant's 
interview was over he called me and said that he had seen both 
Lindley and the R.Y. Ti•es man, that he had gone over the situa­
tion with t~ three tiaes and felt that at last they understood 
it. 
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~s a result of this work the Sunday Times carried the bat story 
on silver that ~d been written yet and Lindley carried a fair 
story , 

The result of all this effort was worth while because on 
Monday the financial district seemed to understand better what we 
were doing and the Government bond market went up. 

August 13th. 

Vonday- Had a long discussion with Oliphant, Viner and 
Lochhead in my offi{'e as to whether we should try and let the 
people in N.Y . know that we were anxious to have gold go out.of 
the country. hft er a long discussion we decided that we would 
let the Federal Reserve do it. I got in touch with Crane and 
t old him to let the various banks know that it would be pleas­
i ng to the Treasury to see a shipment of gold go out . This 
did not happen because there a re several million doll ars worth 
of Indian gold on the way here now and the various banks are 
busy arranging for the return of this gold to Engla nd and until 
this operation is completed it is only natural that no gold will 
leave the country. Late Saturday the Bank of Manhattan sold 
us fifty thousand ounces of silver and I told Lochhead to let 
the varl ous banks in N.Y. know who are de~ling in silver that we 
were ready to buy . He di d this . 

Lunched wit h the President and was with him from 1: 20 un­
til 3 o'clock . Talked ~ lot about silver. Explained to him how 
I was forcing out the silver certif icates thru the Federal 
Reserve banks and in the case of the $1 . bills was sending out 
1934 silver certificates first instead of using up the large sup­
ply of 1928 certificates which we have on hand amounting to al­
most ~3501000,000 . The President said, is there not some way 
that we could distribute new silver certificates at a . bank near 
Boulder Dam so that when the men came to have their checks 
cashed they would be paid with these new silver certificates . 
He said this would have a twofold effect . In the first place 
it would dramatize the use of this new silver money so t ha t the 
man on the street would understand it and consequently it would 
keep us from being c:l:iticized by Senator Thomas that we were 
simply using the new silver certificates to take the place of 
the warn out silver certific~tes which are returned to us. I 
believe that in the case of the $5. we are doing just what the 
President wants but I am looking into the whole matter of the 
printing and circulation of money which is of course a new sub­
ject to me but I am educating myself by actually directipg how 
the money should be sent out. 

The President spent almost half an hour going over my 
speech. He seemed to like it very much but said that Governor 
Brann of Kaine wants just this kind of a speech given and I was 
thinking of sending Jesse Jones up to make the speech. He said 
I think you should give your speech about Sept . 5th, after 

Labor Day when people have returned to their homes as during the 
month of August so many people are away that you will· .not reach 
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them over the radio . It is interesting how he thinks all of 

these things out . n rather dramatic thing happened between 

us . I asked him to read the last page of my speech in which 

I say tha t we are looking forward to a balanced budget. Be 

t riecl to re-write it and then final l y said, I just don ' t see 

how you can make a statement like this because of course we 

ar e not going to be able to balance our bi.Dget in 1936. He 

said we have not prbvided anything for unemployment and public 

works . So I said , well cross it out - which he did . But I 

fel t that he was very much worried over this situation. 

He sai d you know my idea about how I think we can fina nce 

ourselves. Be sai d , take Boulder !Jam for example, it will be 

completed by 1936 and why can't we issue, let us say, four 

hundred million dollars worth of bonds against Boulder Dam 

which could be amorttized and r etired over a period of 30 years. 

He said we have a lot of projects like this and I wish you 

would be thinking a bout it . 

I gave him two l etters on silver , photostat copies of' 

which are attached hereto, which he r ead very carefully and 

would not si gn until he thoroughly understood them. 

Lined with the Coolidges. Cooli dge seemed upset be­

cause the President and I do not consult him enough on fiscal 

matters . He feels as Under-Secretary that he is the outstanding 

expert in the Treasury on fiscal affairs .au ~s advice should be 

sought on all matters pertaining to fiscal affairs . Had a long 

discussion about silver and I explained to him that the r eason 

I had not consulted hi~ on silver was because I did not believe 

he wanted us to do anything on silver and that after all the 

President' had ordered him to buy one and a half million ounces 

of silver a day and the fact that he had not done it left Only 

one conclusion in my mind, namely, that he did n~ believe in 

it and therefore had not carried out the order . Coolidge said 

he had not realized that the Resident had ordered him to do 

this and 1f he had realized it was an order of course he would 

have carried it out . I told him that the first opportunity 

he got he ought to explain this to the President who evident.ly 

was under the same misapprehension that I was . He talked 

arouna some about not knowing whether he could stay, etc . and 

I told him very frankly that the President v;ould always want to 

do things his own way; that he had seen now for months how I 

conducted myself and that I could not and would not attempt to 

sel l myself to him and that either he believed and had confidence 

in me or he did not . That, of course, I expected 100% loyalty 

and he assured me ttl!. t as long as he stayed that I would have 

that. I think that one of the underlying things that is worry­

ing Coolidge is that he does not like Oliphant and that he feels 

Oliphant is more illlportant than he is . This is just a surmise 

on my part . I left feeling that we had a good talk but I hope 

that I do not have to have many more like it with Coolidge . I 
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also reel that as long as he does stay with me he will be 
lOQ% loyal. I do not have to worry about that. 

Tuesday - August 14th - I called up the President and 
told him that we issued licenses to the Guaranty Trust to ship 
one million dollars worth or gold to Paris . This is the first 
shipment since we went orr gold . Told the President the price 
of sold in London was up to 35.52. Quick as a !lash he said, 
well, maybe we will have to do something about the price of 1old 
in this country and I replied, please do not tease me, it is too 
early in the morning. Be laughed very heartily over the phone . 
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THE WHITE HOUSE 

WASM I NOTO N 

Alll."\\.e t 13 , 1934 

• ·• ' 

Pursuant to t.h01 authority vus tcd in • 

b:y Section 12 of tbe Gold Res erve Ac t ot 1934, I 

bereb;y authorhe and direct the iaauance of aU'ftr 

certi!'icatea againat eil'ftr ill tbe Treasury not 

tben held f or tbe redea~ption of allY outatand.inC 

ailftr certi!icat.<ls and in a f ace UtOunt aqw..l. to 

the &IIIOWlt r etU1'1\8d for ailV'Ilr received at the 

United Stataa Minta and Aasa:y Offices on and attar 

June 15, 1934, whether under the Proca.&tion or 
December 21, 1933 or under the Procle•tion or 
.Aupat 9, 1934· 

Pursuant to tbe authorit;y nsted in • 

b;y Soction 7 or the Silver Purcbaae Act ot 1934, I 

bereb;y direct tbet such portion of tbe foreeoi.t:ll 

sUwr a s 1a not beld for tbe ~tion of aUftr. 

oertificatas shall be added to tho 80nataey st.>cu 
of tbe United States and held as bullion l n the 

eeoeral fund ot the Treasury, but anall be carrit..od 

on tbe boolta ot tl• Treasury at coat. 

Sincerel,y ;youra, 

The Honorable 

The Secretar;y or tbe TreuUI7· 
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THE aECIUTA"Y OJ' THE T"EAaU"Y 

WA8HINOTON 

'ibe Treasurer 

of the United States. 

~ir: 

Pursut•nt to the authority vested i n me by Secti on 5 
of the Silvur Purchase t,ct of 1954 , I hereby suthori ze Uld di­
rect the iasuo.nce of sil•er certificu tee in denoaina t i ona ot 
tl , ~5 , ~10 , ~20 nnd ~100 e ceinat silver in the Treasury aot 
thP.n held for redemption of any outs~~in~ silver certificatee, 
end in n face amoun t e-<ual to the cost. of the silv .. r ht:retofore 
or b .. r .. aft.Er IAI.rchuse<l un<ier the au~ority of ~ection 5 of sueb 
J.ct, T.hc t!:cr purcha sed !rom tbe Stabillzntion Funci constituted 
b;, Section 10 of the Cold Reserve Act of 19~4 or fro11 other 
sources. 

Tbe por~ion of the fore~oing silver no t held tor 
redrunptioa of the silver ct>rtificu tes r eferred to Dhe.ll be added 
to the monetAry stocks of tho United States e.nd held ue bullion 
in tile gcneriLl £\lnd of the Treasury, but shall be carried on the 
boolul ot the Treasury at coa t. 

Rea pect.f\U..l,y, 

Approved: 

J-~~~ 
The llhite Houae 
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2l 
nugust ~Oth 

Lunched with the President who said he was in a very oad humor. He s aid, I have bad a terrible thirteen hours • .. t Midnight they woke me up to t ell me that Rainey had died. I had t o write Mrs . Rainey a telegram and seut one to Jack Garner and he said, it thoroughly woke me up. l:le then WBnt back to sleep again and agaiu they woke me up at 5 o ' clock when t hey dropped a nchor . He said, I have bad a terrible 
time this m~ning with Hugh Johnson a nd Miss Perkins. Miss Perkins carried on terribly. He di d not give me any further de t ails . 

He then said, I want to tell you somethi ng very con­fidentially. " ma n telephoned me this morning who had just spent 7 hours with Fa t her Coughlin. He s a id, the Father had been spending most the summer travelling around the United :>tutes with his collar button in front, t alking t o the people . He suid that ~·ather Coughlin l'u.d found him 
so strong that he does not dare a ttack him. The Father is going t o a ttack the anti- semites and Wall ace for his destruction of cr ops and he is going to sing H.W.,Jr' s pr a ises and is going to say that if the coun~ry does not back H. W. ,Jr . up as Secretary of the Treasury that Roosevelt ' s administra tion will fai l . 

The President sent for Monday's Washington Herald and read Bri sbane ' s statement on my handling money: (It is att ached on next page) . The President said, I would love to send him a sarcastic telegram on his sta t ement - but we need the Hearst papers . He seemed very much upset and said , I suppose this is the way t hey a re going to attack 
us because we are letting gold go out of the country. I told the President what War ren had told me - namely, that he, Warren, thought we were perfectly safe in letting $35. gold go out of the country because we would be using that told to buy silver and Warren said there is onl y one wa y for silver to go and that is, up and he furthermore said he would rather ovm silver today t han gold. I told the President that I wish he would be thinking over whether or not the seigniorage or pr ofit on the silver purchased s ince t he 14th of June under the Silver Purcbuse .. ct should go into the Treasury under miscellaneous receipts l ike say -income t ax receipts a nd be spent or whether we should put it into the General Fund and treat it like the profit on t he gold so that we could not spend this sil ver pr ofit un­l ess directed so by a n .. ct of Congress. I t old the President t hat I thought we should not treat this silver profit as a miscellaneous receipt. It was a new idea to him and he said he would think it over. 
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.'oASJl!:,CTJ!; (D. C. ) Hl:.F.J<LD August 20, 1934 

Tod~y 
tr.vellaa wtth. the aun, on n• 
mntenoua Jou.rn~e,- t h r o u r b 
a:oace. toward t.be comt.eUaUon 
ot t..Jra. 'l't.Lat t.blrd moUon, 
lllte that or a <all waa:~na 
arou:Dd ita mother. u the 
mother traJka aero. &be pe.awre, 

Q.ite Euily Said. S. a aplral mollon. 
r _ ~.- N M • To tM three prt:Ddpa.l and 
LUUI I tW otioa. unlv.....U, l<DOWD motlmu. OJ-. 

W n· Cold Sanford add& a tourU\. ca\llled • .xup • by tl\e aun, swlnctna In a ,...at 

WL N 1 llrcle around &.be c.tDter or ou.r 
nat ext · a~uy or "Milly Way .. In that 

All Roll Onr. fourtb arut mo-tnt. The euth, ..,polled lb aecompa.,y 

By Arthur Brisbane 
the sun wherever It , .. , , ewlnaa 
throuah epace at. a IPfed ot one 

ceep,.rla-kt. J 'll. ,,. Khtr ,. .. ,.,... hundr~d and l'ltN m.Ue1 Ptr I~C· 
S>'••Uc;a .t to, t•~·• ond, Eartb turn~ on 1\a u11. 

T H 8 810 8Ti:!!L COMPA• about one tboula.od mil.. an 
NIES t&lk ot ab&ndonlna t h • hour. travels around lhe au.a 
NRA code &ltorelher, tearinl aboln Nne~o m1Je1 a eec:ood.. 
tbe eonseqaen.c:a of puutnc or 61,400 mnes an bou.r. Tbe 
tl\elr IndustrY aboOiul.dy Ill tl\0 IUD clrap "' tl\rouab ._, 
control of orc:anllec:S labor. tortrd. L7r&. at twelte m.Ua: a 

''More eas117 &&Jd tban done." aeconcl The •'bt.r nrtnc .. arouncl 
t her w!U be told. An old borM the central polnt. of our allactJc 
mired tn a awam,p mlaht tall!:: aystem l$ made at a apeect or 
about ''abandonlna the leechu 640,000 mDes !!.!of. 
that. cling to him." but. t. J\ 0 EVen that Is not ~1. Tho 
Jeechta would cHna. AmertCAD I earth'"·- &Jlaor•· or • er 111.,0 sndustry must co all the waY '.la4 "9 lOI w 
throuah the process or Mlnl motlon.s ot ftc own ~· nd tt baa 
manaaed by tbOM that. never a tltth principal mo • ttavtl· 
aucctsltully mana,ed. a.nJtblnl ' ina wH.b our &un. an the _ tpH· 
elle before. Ma1be the uperl· · lions Of ot.btr auna ln J4Uity 
ment. wW lead to t.he mUltn· Wa:,, as our lltU. .. uDift,_.. 
nfum. maybe not. All muat hope tnvela &round aome dllt&IU. can· 
an4 eoooerate. enn tbl mlrtd known central pot.nt ln ape.oe. bone. We mow that lbe ne-bulae or 

•out&ide l.slalld. unJvUJH'* tn 
Mr. Green.~ ol U:le Amtr· &pace are all ln moUon. uLrono-

Scan Federation or Labor. uratt mers acLuall.J'aee Lhtm mootlnr, 
union& to d.rive ' ' the Red&* froro and. of cour&t, our •te.r-cltJ, 
their ranks by u:peJUna all called the .. aalaxy.'' movta. u 
Communbt members. Mr. Oreeu do the oUter nebulae. NoLhina 
demands that labor "make wd Jt.anda stlll in the untveree. 

:r:~ c~~~~~h~en~~~b:!1l tt Is pleaa~ know that 
mlnd.s." Perha,p., Mr. Oreen M o un t Wilson Oblervatory 
wUI add a demand that racket• 1 makes: lt.s aJdereal calculat-Jon.a 
« rln.c method$ be allo driven t of •peed and. mottoo "with the 
f rom 10m~ unlon1. He ean ~am aid Of 148 cool ted a:t.an. eeac,.. 
f rom bU:I1nt$& men how ftl· t.ered about the aun ac. dlatancu 
~omt that. move would , bt. tt I which &YU&ft about 2.000 lilbl 
would. boqver, roduoo tl\0 700l'W or u QUOdriWone of I'IIIIH. 
u mlnp of tcm. tmpor1&nc. n·s a bit: untverae a.nd 1D u .• 
•Jtacltn.- 2,000 llal>t ...,.. of tour quac!riJ. 

Uona of m.Des ftPrutnt a amaU 
One Jtem in t.be w·. newt diltance. Tbe.re are nebulae 

wlU be news forever. or &a lon.a dllt&nt om billion. UQhC ¥eon 
u men llve here. Dr. R . P. from our planet. You can llrur. 
8&ntoriS. Calltor11!l• «'-nUn or that tn miles.. muJUplylna by 
Puadena. ha.J ~ovHt<l and ~N.OOO, the number ot aecondl 
can prove , that lfie earth. b.u in one tJtouaand mllUon )'tara. 
a lourt.b llnoort.ant mouon Anyone oot tntenated tn tbete 
added to the three wttb w·bkb fourth and tlf th motJOQI Of U\t 
)'OU are tam111al: tbe nne.. t'lrth and &.he 1111 or the unl· tumt.nc evm 24 bOW'I on tLI \'erae abauld Join Pl&CO'a -.n. 
u ll: the .ecood. LrMtllDa allUDa in hJI tamou.~ cave. tae­
UOW>d lbe aun. .,_ 111 Ma '"' lbe nU..,.Ibetr lio<.ll 10 .... 
dan. Ill an ..u-: 11>a 11a1r11 llallt.. r · • '<"" 

Llo7<1- Oeorae. lo hll mtmoln. 
AYI that whUe Entland wu 
bOrrowll>J Amtrlean dnll&n 10 
lnduatrlA>ual7. • b a ·u n lie 4 
Stale!. abneU<I bJ tl\e -( of 
war. 10aa nu~~., A. AlUt.t 
u1:.ed /fA' cr~clfr... Be dca DOC. 
add. ae be mJrbt, tl\e' Amel1-
cans would have been wile to 
ntuse the cre41t. atnc• an ot 
.. our &allant Alllet'' have turned 
out to be aaJJa.nL weLiher~. 

The latest diiPlay of Amerl· 
un tlnandal rcniWI conslata In 
&hipping American aold abroad. 
Pint. the Oovemment took away 
AnT (Old that Amtrlc.a.n cJtlU DI 
happened to han. lt waa too 
aood tor them. Then "" r&1afd 
the price ot ,aold to-.,$3.5 per 
ounce, nearly doUbUnl It, tl\ue 
enrlc:blDa the Br1Ll&b tbat own 
!be worid'o l)rinclp&l rol4 mJnea. 
Now we ltart. At-Dc11a.r abroad 
tl\et cold. bO~~t ~ntaello 
prioea with American taQ)I.J"en' 
money. or t.aken rrom cJttuna 
by hlrll·b&nde<l meU>oda, 

IC .tbtre ts arnona tht Afrlcan 
bushinen. a 1ix monthl olcL ln .. 
fant ' that knowt leaa &bout 
money than the aeD&Jemen that 
manace the flnaD(.N ol lhll 
eountry. \hat Infant ll>ould be 
txlllbltecl bere &4tlla lectt.ilruol« 
auccaaor ol aamum•a "'Wba"" 
lf.lt." 

- usu on• ol tl\e ttr.t former ruldtncu of ~• e• n 
&I • summer an4 bt&1Ul J'tiOrt. 
tor worken. 

Sun ba~1 are recommtnded 
and are taun ' in maaa torma .. 
tlon. H undf'ed• atrttehed qt.Jt, 
aide by lid~. 1a1Jnr upn rd, U · 
sorblnr Ultra viQtet r1,1a, hear • 
bell rlna. to.stanU1 aU tum over , 
to tate the aun on Ute other • 
aide~ Tbe bell rtn11 acaln. and.•.:r 
&11 tum on their back/. ...-a.tn. ' 

Surety tht.re 11 •n thac. Rua· / 
J1an arr&n&~ment. .ome valuable 
IU.IIeaUoll lot OUl Ooftt = t 
.,._, ct all kU¥1tlea. 
You could not. tmactaa our ,....., 1 

Jnc!UIIl1allr\a all J:OilJnl - a• tl\e 1011114 ot an lfRA ball. bu• 
tl\e Idea coul4 1>o 1*4 Ill eOKS • 
!ublon. 

Tbll .. ..... ...... ll!lfpl t.a 
aU our troubJe1, di"'UUht lll· ' 

eluded, tarm lncomea lor 11M 
are up more \han one bUUon 
4ollarl. Oonmman< ct.,.. Ula 
nruno .. tollowa: l'or 1034, 
N.Nt.IOU OO. J'w 1eu. t4r 
........000. Tba• I "elu d u 
-pool4 J17CioomiiDOD.\O 

- tor !lOT - · tw 
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He then said to me, I now have one for you. What would 
we do if the gold miners in the United States decided that 
it was more profitable to sell their gold in London tb&n the 
U.S . Treasury. ~ould we raise the price of gold on newly 
mined gold ? · I told him I thought we could . The interest­
ing thing in his ~sking me this question is that I could tell 
thbt ln the back of his mind he is thinking about raising the 
price of gold. 

I showed him the clipping from the New York Times which 
pointed out that our favorable bnlance of trade is ~bout 
~300,000, 000 a year; tha t if we purchased that amount of sil­
ver abroad it would be just the same as purchasing that much 
eoods and will be helpful in stabilizing our world trad e . 
tClipping attached on next page) . He read the cli pping very 
carefully and it seemed to make a real impression on him. I 
t old him that Wallace had been saying that we bad to increase 
our imports by ~~501 0001000 a year and that when I had ex­
plained my silver progrt.m to Wallace that he wc.s most en­
thusiastic c.bout it and said this ought to see us thru the 
next twelve months . In shovrlng the President the weekly 
statistics he seemed very much discourc.ged as to any possib­
ility of immediate pick-up in construction. He turned to 
me and Sbid very earnestly and empha tically, you tell me 
what kind of a new building you need on the farm or what would 
you build in New York City . He said , you can ' t answer me. 
There is no answer . He said, I do not think that building 

will increase and he said Lew Douglas has been entirely wrong 
in what he has been t elling me the last year . 

.. t 7:50 P.JA . my telephone r~ng and Gr ace Tully said 
the President wanted t~ speak to me. He got on the phone and 
in a v~ry very serious tone of voice said, I am awfully sorry 
Henry, but at l unch today I forgo t to tell you something very 
important. He said, it is something which will please you 
very much. I want to inform you that Mrs. Rainey is going to 
run for Congress; whereupon I burst into gales of laughter 
und said to him, as c. comeback, Yr. President, I think it is 
terribly mean of you that you do not invite me down to your 

cocktail party, whereupon he went into peals of laughter and 
said, Grace and I together will drink to your health. It 
certainly is wonderful for me to be on such an intimc.te foot­
ing with him and it is incidents like this which make me feel 
how close I am to him. 

"ugust <:1st. 

Called nay .Htherton at the nmerican Embassy in London at 
7:30 this morning and &sked him to try and find out how much 
silver there was on band in London. He said that things were 
very quiet in London and that everybody was away. Called 
Coolidge at 8 and asked him to consider purchasing this week 
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two and a half million dollars of each of our two 3~ issues. 
He said he thought it was a fi~ idea and be would see that 
it is carried out carefully and very quietly. Be said i f 
the market should go down further I would like to buy even 
more ~ I said fine. During the morning I decided that I 
must go out and visit some of the distilleries and recti­
fying plants to see how the operations a r e carried out as 
I am sure that from actual contact I would get some good 
ideas on enforcement . I also want to get word to Father 
Coughlin and suggest to him that he take up the question of 
l i quor enforcement. I should think that this would appeal 
to him. 
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WIDE GOLD SPLIT -UP 
SEEN IN SILVER PLAN 
Redistribution of Yellow Meta 

Expected From New 
Policy Here. 

CALLED WORLD TRADE AI[ 

Many 

I 

trlbu on of a rt of 
t he huae 10ld re r-vu of the Unlt.o 
ed 8tatea probabl w'lll result trom 
the proaram of 1Uver purchaeea 
upon which lhl• country baa e m­
barked. The obJeeUve of a 26 ptr 
cent rallo of allvtr to rold in the 
monetary tlotka of tbe country le 
aeUma.ted. to require the buyi.D.J o f 
about 1.aoo.ooo.ooo Ol.lnCM or eUve r, 
at leut 1,000,000,000 o f whteb wtll 
' •ve to be obtained abt'04UI. 

ThtH lu,. pvrc:huu can be paid 
f or on11 by the Ualte« Statu• fa• 
vorAblt balaoce of tra.cle &nd by 
&old U:porU. A.uum!AI' t.b.at UM 
• U•u could be bouabt at a:a • ....,... 
Al l prtoe Of 13 H.llta &A Outle.-&Qd 
maay ba.nkera doubt that the orr.. 
ury could aC(lulre eo bua e a &on 
of aUvtr without drlviD.J" the world 
price up to our etatu.tory Hrnk ol 
Sl.Jt-t.t leut 1700.000,000 would 
hut to be •Ptnt abroad. 

l 
t..et }'tu the Unlto4 st&tu h-' a 

favorable balance of payment& of 
1210,000,000. In 1832 the favorable 
balance waa only atu,ooo,ooo. cu~ 
renUy lbe favorable ba.laace ta eau. 
matH. to be runnln• at a.bout 120,· 
000,000 a monu.. Thfa m .. n• that 
tht U'ntt.d State. could buy about 
hOO,OOO,OOO a.nnu.ally or ellver. all 
other tblnt• betnc tqual, with U.t 
cndlta obtained abroad froa tt• 
favorable bt.lanc:e or pe.ymu.ta. All 
pureha ... a.bovt lhla a.tnOu.nt wou:ld 
have to ... p&ld tor by abfpmu.ta 
oL ·~4. 

111:.;, YvRK T!~ 
...... ,.... Ettect ... • I --

The problem Ia , however, llOt 
qultt N aln,pla at that. 1t l.a u · 
pac:ttd. that the allvt.r pure.b..ee 
will thtmMlv .. afttot our bala.nce 
ot paymenta. ,.. wu ..... lut 
week, the mere a nnounea1DMit o t 
the naUonallutlon ot t llvtr a Dd otl 
the Tnuury'a Intention of prllltial' 
atlver certltleatte to the value of 
11.21 tor M C:h ounce or ellver Ia the 
Treaaury &CI<IUINCl prior to the au.. 
ver Purchue A.et wu eu.ttlclent t.o 
tum the b&lanc:e or JnlernaUoa&J 
payment• atronJly ..,..tn.tt ua, r. 
auiUnc almoat lmmedlattly la. tbt 
loa:t ot cold. 
It It to be upac.tt4, aceordla,; to 

banke,.., that the eoaUnuM. 'b1.1)"1.n• 
or aUver &brora4 )y ou.r I'O¥tnuneot 
wUI be accompa.alt4 by a te.ade.Dey 
tor tvnda to leave tbS. countf")' «. 
at arty n.tt, by a rttaz4&Uoo of the 
movement ot fund• towant tbla 
coufttl'J'. Tbll mlcbt be autt\c:lu.t 
to reduee our favorable klanu of 
payment. to matertaUy below lbe 
level at whleb tt l • now runninc o.rt 
even to WISM tt out. lt lhat wer• 
tbe C-U41 the purch.a.eee would h ave 
to be paid tor by u :portlna cold. 

Such a r,roapeet t• by no meana 
dl1coneert ntr to bAnker•. IA&cllnl 
economltte here and abroad b&yt> 
a.a.ri~d a part of the world'• trou· 
blet to the 110--Calltd maJdittdbut~o 
of cold. MOIL ot the pre.ortpu 
for world recovery wrttten by o 
thodox eoonomlatt tn the laet f~ 
yean have lneluaed a recomme.n 
tlan tor the rt41al.t1bulloo ot ~ 
ot tha told held by UU. cou.n 
&nd France. 1 ' 

B ecll.ee:ribut.loa of roW .• 
Apt.rt from lht eu.-a..uoo tltat 

the Untled Stat .. tboulcl beeome &D 

trnporUn• na.Uon. lhuo bu bee.a 
llttJe In t.be "~ ot conere.te t:a.· 
ampl .. or bow ncliMtrlbuUoa m.Jcht 
be aecompUabtd. The .U•u pu~ 
c:buo plan. however. w-..te•t.r maY' 
M Ita other lmpUeaUoa.e to oecmo­
ma.te. prom1eu to proYI .. a tDMDa 
tar tbl.a rtdl.atr1buUon. whJcb do.. 
aot lnvol•• the lowt-rl• of 0\ll' 
tuttt walla or the \eonvel'lioD. of 
thlt country Into a n a,rlc:uJtunJ 
oconor.1y. 

Tha United IJtat .. utHJ' could af .. 
f ord to pay &'Old tor the enUre 
a mount or tllver to be boucht 
a broad. It t he purohue.a could k 
m.adt at a total COil of a bout ~.· 
000.000. It would be po.Nible to pa.y 
cold for a U the a:Uvtr bouabt and 
I IIli not UN tM eaUrt UDOU.at of 
pld that we han tak en tro. the 
world &Inca tbe revalua Uoo of U. 
dollar on J a n. lJ. Since tbat d&tt 
lnternaU•n• l lra.n.hcUona lD coM 
h ave yleld.ed thla eoua.try a bet le· c,..... ot mo,.. tbaa teDO.ooo.ooo. 
aput fro.tn the p.lne to liM ...... 
tal')' •tocka (rom 11.e,.,., . .... cold 
an4 • l .. ot crap pad. 

28 
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l'OR Rl!L'EAS:S, lllRNili'G lmiSPAPFllS , 
Wodnea~, AUG~J.ct 29, 1 934, 

PTeoa ~orvico 
No. 2 - 70, 

J. speeeh to be delivered ~e&da¥ , August 28 , 1934 a t 8: 00 p.a . 
:!:astern Stt>.ndD.rd Time, by the Secretary ~ the Tren81ll7 , Henry 
Jler~:enthau, Jr., over a nation-wide joint hook-'llp of the National 
Broadcasting Company, Columbia Broadcasting System, and American 
Broudcasting Company, 

29 

I propose tonight to diac1.Uie with you the coat of tile l!ew Deal, I wlll 

avoid the Jargon of tho unual f i nancial etatemont and will try to give Y9U in 

plain lan~e a concise but complete e~1at~tion of the eoeential facts. 

On March 4, 1933, when the present administration came into office, the 

groao public debt of tho United States stood at a littl~ l oss thon 

$21 ,000,000,000. Ey Ju."le :lO of thia y&1r it bnd incr~aod to $27, 000, 0001000, 

or an increase of about $6,ooo,ooo,ooo. Thio ia the ~ incroaan in the 

natioMl debt during tho f irot year B.'1d four months of the ne-.. A&niniatration, 

J Some observers hAve conc\ uded t,hat it oleo ropreaenta the coat of tho 

liew Deal duri ng that period, i~ ao far as such cost h reflected it\ 11 growth of 

the public debt . Thia aaoumption 1a oanily mdo, but i t ignores the Bl~-

illlportant feet .that , whilo. wo haYe lJ>Craa.aad ~-d.altt:. .wo 113-.e ~a 1mroaa~ . 

our llBDets, ann;y of thGIIl in realizablo f orm. Ey this I moon aoeota which 1n 

due time the GoYernment will turn into c~h, tlaerob;y IIBldng them available for 

reduction of the national dobt , 

A t:Ood buainoee mn takoe a periodic i mont017 of the etoclt of &QOde on 

bit •balYee, to no it hh imonto17 baa 1Dcre&Md or dacr oaao4. L.t ~ do 
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the aeme tonight. Let ue take M inventoey of the Goverm-ent1a aaaeta &114 aee 

how those aseet a have changed aioce March 4 of ,lut 7<Jer• 

\'le begin with t~e Treasury' • cash balance. Thie is the Government 1 • 

equivalent of C4ah in the merchant's clratrer. If a merchant ahoW.d tincl the.t , 

at the ond of sixteen months hie groea debt had. increased ey $1,000 but that he 

hacl $250 more in his cash regicter , ho would, of cO\IJ'ae , take into &OCO\I.tlt tn......__ 

i ncronao in hia cosh whon figuring the chango i n hie finanoiel conclition. Ye 

can follow tho came prnctice in meaauring tho roel financial positi on of the 

Govcrnmont . These nre the fact a: -

On ~rch 4 of l a st year , when thia Aclministrat ion c~ into office , the 

Treo.su..--:r's CMh balance OIDO'.lllt od to about $3)0,000, 000, 1!7 J'Wle 30, 1934, 

t hi a r.ash bnla~e had riaen t o noarly $1, 800,000,000 - an i ncrease of about 

$1, 600,000, 000. If thia gain i n cash ia deduct ed from the !t!:2!.!. i ncrease i n 

the public debt , the net increase becomos $4, 400,000,000, 1n:steo.cl of 

$6,000, 000,000. 

:aut we have anothe' cash dra,or i::1 the Treasuey, in ad.dition to the ~er 

which ~arriea 011r 'fiorkillll balance. This second drawer I will call the "cold" 

drawer. In it is the very largo sum of $2,800, 000,000, r epresenting "profit" 

resulting from the change in tho sold content of t he dollar. Practically ell 

of this "profit " tho TreaSUcy' holda in the form of gold t.n4 silver . The r est 

is in otcer aasots. 

I do not propose hare to subhnct t hia $2, 800, 000,000 ft'Om the ll!i i n­

creo.as of $4,400,000,~ in t he nntional. debt - t hero'b7 reduc~ the figure to 

$1, 600,000 ,000, And the reaaon ·~ I do not subtrac t it ie thia: For the 

present tbis $2,800,000,000 1a 'Wl4or lock and kOT• llost of it, 'b7 authorlt7 

of Congress , ia aogregntod i n tho ao-cellod Stabilizati on JUDd, and for the 

proaont wo propose to ke~ it t her o. But I call your ~ttontion t o the f~t 

that ultiletel7 we expoot l t hia •pront• to now back into the atr - of our 

other ri)Vem!.OII and tharelir roduco tho national debt. 
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ire ho.Te , then , in effect, two o:aah d.r~P1ere i u the TrOIUIUlT- ono contai:linc 

our worid.llg 'balanee, which 1s $1, 600, 000,000 lar;:;tlr than on ll&reh 4 of last Je&r, 

and...l:.De othot< containhlg-$a,eon.J)00.000 r~se.'ltin& the ''profit" on devnl'uation. 

:But i .n addition to cash drawer., we also ba'fo a Bll1'e. .And. i n tnat slllo no ~e 

somo very vtlluable securities - aocuritioe consiati~ of' notea ond oth~r obliga­

tiollll llcl.d by vnrious agenci es in which the Governmont illls an interest. 

A complete atatement of the net asseta of this kind baa nner b~en 

published b;r the Govel'lUient . I om g1vin& out such o. stlltamont--thia..evcrWl&' 

for p.1blicnt1on 1lr t·CNDOuow""llm':rt~~u-nowspe:pora. -- l'i-oo no• on"l will do this 

r~~arl;r once a month. I am doing so in order that you co.n al..ayn have 

aecen to an ac~te, f'ull , and up-to-data o.ccount of the financial position 

of our Government . 

The a.seeta I am po• describi ng ~ be classified 1n two groups. The 

first group conaisto of assets of agoncieo which o.re wholly owned b;r tho Govern­

ment and wholl;r financed with Government fu:lds. In this sroup belong the Re­

conotruction Pinnnee Corporntion, the PuOlic Worka Adminiatration, the Export­

Import Banlts and a numbor of other agencies financed entirel;r b;r tho Govarnment . 

Botwoen ltarch 4 of la.st yoar and June 30 of this, the net increase in the asaote 

of those ogoncioo amounted to $1 ,095,000, 000. 

'If ant o.rQ theee o.es et:: , and can "0 rely on thom to contri but a in due ti:ne 

to reduction of the national debt? 'l'hoy connist for the moat part of anch iteme 

as preferred bo.rik stoCk o.nd capital notoa , cash, investments and other p~oport7, 

and loB.ns mado to public and privet.. borrowere. 

In the Tre&OUrT •e recogni ze, of' course, that it ~ lo.tor be noooesa~ to 

write off certain loaeee. But the qual1 t7 of the collateral which aecurc3 the 

various loena; the good credit of our State and local governments; tho roeord 

Of private buaineae in 1110ettnc ih obliptiona, all combine to ghe a .. uranco 

that the l o .. ea of the national 8701Ter1D0Dt will not bp 11Ubato.nt1al. 
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So much tor the t int group of aaaeta - thoae which will rt'entUilll.y be 

available for reduction of t he national debt. There i o alao a second r.roup, 

repreaonti~ assets owned b~ a~encies w01ch are in part f i nanced by t ho sale 

of their o1m obligations to the public. I n this group belolll.t t ho !'edoral Lan1 

Banlca , the Home Loan llanlts a.."l:l othor oillll.lar ~nncioa. Thea~ aaseta have a 

so~~t difforont statua. They wil l not bo available, ae Will those in the 

first group, for reduction of t he national debt . :aut we rrs:r note, <•hilo we 

are takin~ an inve:1toey of our position, that the Government ' s shAre in t!10 

net aanets of this second group hae incronaod by $766,000,000 during the 

preoont Administration. 

17o may also note , outsi do of the present invo"'tocy , other very roel and 

tan«tble Asscte in tho form of bottor ronda , bet ter ' lousin&, hugo new dams and 

powor planto, modorn publ1.c build1!J8s and other projo)cts which, financed in 
• 

wholo or in port by Fodoral i'unda, have increased tho renl wonlth of tho countr;r. 

Finally, to complete the picture, it needs to be pointed out that the 

Government hac, in nddition to ita publ i c debt, a contingent liability on 

obllgo.tione is cued by the l!omo O'tmers ' Loan Corporation and by the Foderal Farm 

llortgage Corporation. llut t~cae obligations were iacued in excbango) for 

mort~os on homes and farms , conservatively appraised at vnlues in oxcess of 

the G:llOunt o! such obligations. 

Let mo trum up at this point and recapitulate tho :!"if>=e• I have used in 

thin atoclo-told.ng of our position: 

The groao i nc:oaao in tho nntioi>Ol dobt between !larch 4, 1933- ""d. June 30, 

19M, omountod in round numbers to $6,0001000 1000. Agai nst this grooe iru::roaoe 

we ~ offset , either now or ultimately, tho following nnsote1 

(1) .A.n increaso in tho Troni!111"Y ' a easb balanco of $1 , 600,000,000; (2) tho 

"profit" of $2,800,000,000 r esulting from tho r oduotion in the 0;old content of 

the dollar& (3) t.he increase in the net a .. eta of the agenciee w!loll7 omled 
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and t1D~>nCed by ~he Oovetament , IIIIIOUlltinc o~ JUDe 30, 1934, to $1, 095, 000,000. 

'l'hia 1e wholl:r a:at-de-!rom -an increase in the eo.pi t nl investment of tho Govern-­

ment in ~enciea which are portiall,.-fLAilOGd-ll;r, tu.nda rahod outside o'! the 

From thia orurvey o'! our asaots and liabilities - this in~ntoey o'! the 

Government ' • 'financial position at the close o'! t ho laet '!1ccal year on June :!0--.. 

l et ua tu..'"1l now to t he new fisce.l year beginning JUly 1 , 1934. We find thAt in 

J Uly a.'ld AU&Uat, t !le Urst two Jll)nths o'! this new year , the Govern!Dent' s ex-
\ 

pendit\u-eo cont~d to o.xceed ita revenuoa and hence the national. do~ con­

tinued to increase. :But thl.a had been anticipated. Lot ua nc.te t he 1~>ndl!arka 

ey which we have boen chl\rti~ our coureo. 

'l'ho Proa i dent esti mated in hia first Budget moaongo to Co~eea, t~~t tho 

national dot1c1t, 1nclud1~ both ordinary and omergoncy e.'q)cndituroa , "cnlld 

amount ~uring t he six months '!rom January to Ju..~o , 1934, to about six b1ilion 

doll=a. Be e.lso eat1m11ted t hat t he deficit for :ho twclvo mo!ttha '!r0111 J~, 

1934, to Juno , 19350 would be about two billions. '!'he total deficit thus '!or.-

cast for tho o1@1toon months f rom J anuary , 1934 t o June , 1935 - tho oi sht oon 

doc1aivo monthll in which t he Podort>l Govcrnme:~t oxpoc:tod to bo called upon t o 

moot both tho hell.vieat expenditures ·for r elief of unemployment and t he l~~:oat 

e~nditurea in i ts r ocovory pro~~ - amounted to ol&ht billion dollars. 

'!'his 1e the basis on which t he A.dmin i ctration planned bet Januar;y, a.'ld, 

with one exception, it ta the baaia on whi ch fUnds were requeeted o'! Congress. 

'!'he e~eption consist& o'! a.'l. additional $535,000,000 appropriated '!or drought 

r elio'!. So aover o a drought could not possi blY have lieen foreseen "hen tho. 

budget ostima~oa were preparea, 'l'he.Prouident, t herefore , r equested on addi-

tional appropriation '!or tbie purpose. !ut at ovary other point , ro~u~ats 

'for tunda were bold atr1ctl7 with1n the e1&ht billi on dollar eotimate. I n 

.thie pol1c7 Congreaa cooperate«. 
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Six billion dollnra , them, T:IUI t he a eticnted doiici~ for tho s ix IIIOilthll 

from January, 1934 to Juno, 1934, o:>.d two billion dollars for the twolvo !IIOntlw 

from July, 19:;4 to Juno, 1935, Bow large 1> def i cit .lid t he Government Clet1.18l17 

have for- tho six mnthtJ from January tc June, l 934t 

Some of our plana moved into act ion more slowly than bad been anticipated; 

emergency expenditures were accordingly lees than bad been forecast , a;~d the 

deficit for t!Ua period was about throe billion dollars instead of dx. Author.. 

i:nti on Z..a.s , t herefore, been carriod forward into the new fiscal yOilr ~o spend 

tho tb-ee oillions whic~ were not spent i n the peri od from J n."lUUU'Y to J~e, 1934, 

pluo th\l eddod provision for drcru.ght r elief . 

\'fhether ,.o shal.l actually a))Gnd t hose t:u-se billio:lS, as well as the 

additional f'unda r.hich the Proaidont esti mat ed would r esul t in a deficit of two 

billion dollnrs in tho fiscAl. year tmdill6 June 30, 1935, wUl depend upon de­

volopmonts 1>hich cannot bo foreaoon at thia time, :SU.t , ovon if tho deficit for 

the nou yoa1·, exclusive of drought r elief oxpen:!itures , should rcsch five 

billions ins tead of two , tho combined deficit for the poriod of eightoon 

montha from Jo.nuary of 1934 to Juno af" .Js::.5, 1101lld Gtill be no more than the oight 

billions on "hich m1 originally planned. 

A r.ord in conclu.Gion. I f Bfter li&t:mi~ t o f11J' talk tonight yo;u. bo.vo 

azq dotnilod q'\10st1ons r elating to 11be.t I hnvo Mid, I hope you will fool froo 

to m-ito to mo. Goodnieht r.Jld. t~ you. 

--
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THE TREA~URY'~ FINANCE~ 

I propose tonight to diseuse with you the cost of the 

New Deal. I will avoid the jargon of the usual financial 

statement and will try to give you in plain language a concise 

but complete explanation of the essential facts. 

On March 4, 1933, when the present Administration came 

into offi ce, the gross public debt of the United ~tatee stood 

at a little less than $21 , 000,000 ,000. By June 30 of this 

year it had increased to $27, 000,000,000, or an increase of 

about $6, 000,000,000. This is the gross increase in the national 

debt during the first year and four months of the new Administra­

tion. 

~ome observers have concluded that it also represents 

the cost of the New Deal during that period, in so far as such 

cost is reflected in a growth of the public debt. This assump­

tion is easily made, but it ignores the all- important fact that, 

while we have increased our debt, we have also increased our 

assets, many of them in realizable form. By this I mean assets 

which in due time the Government will turn into cash, thereby 

making them available for reduction of the national debt. 

A good business man takes a periodic inventory of the 
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stock of goods on his shelves, to see if his inventory has 

increased or decreased. Let us do the same tonight. Let us 

take an inventory of the Government's assets and see how those 

assets have changed since March 4 of last year. 

We begin with the Treasury's cash balance. This is 

the Government ' s equivalent of cash in the merchant's drawer. 

If a merchant should find that, at the end of sixteen months 

his gross debt had increased by $1, 000 but that he bad $250 

more in his cash register, he would, of course, take into 

account the increase in his cash when figuring the change in 

his financial condition. We can fo llow the same practice in 

measuring the real financial position of the Government. These 

are the facts: -

On March 4 of last year, when this Administration came 

into office, the Treasury's cash balance amounted to about 

$200,000,000 . By June 30, 1934, this cash balance had risen 

to nearly $1,800,000,000 - an increase of about $1, 600,000, 000. 

If this gain in cash is deducted from the gross increase in 

the public debt, the net increase becomes $l,400,000,000, 

instead of $6, 000, 000,000. 

But we have another cash drawer in the Treasury, in 
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addition to the drawer which car r ies our working bal ance. 

This second drawer I will call the "golc" drawer . In it is 

the very large sum of $2, 800, 000, 000, representing "profit" 

resulting f rom the change in the gold content of the dollar. 

Practically all of this "profit" the Treasury holds in the 

form of gold and silver . The rest is in other assets . 

32 

I do not propose her e to subtract this $2, 800,000, 000 

from the net increase of $4,400, 000, 000 in the national debt -

thereby reducing the figure to $1, 600,000, 000. And t he reason 

why I do not subtract it is this: For the present this 

$2,800, 000, 000 is under lock and key. Most of it, by authority 

of Congress, is segregated in the so- called Stabilization Fund, 

and for the present we propose to keep it there. But I call 

your attention to the fact that ultimately we expect this 

"profit" to flow back into the stream of our other revenues 

and thereby reduce the national debt . 

We have, then, in effect, two cash drawers in the Treasury -

one containing our working balance, which is $1, 600, 000,000 

larger than on March 4 of last year, and the other containing 

$2, 800, 000, 000 representing the "profit" on devaluation. But 

in addition to cash drawers, we also have a safe. And in that 
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safe we have some very valuabl e securitie~ - securities 

consisting of notes and other obligations held by var ious 

agencies in which the Government has an interest. 

A complete statement of the net assets of this kind 

3,. 

has never before been published by the Government. I am giving 

out suoh a statement this evening for publication in tomor row 

morning's newspapers. From now on I will do this regularly 

once a month. I am doing this so that you can always have 

access to an accurate, full and up-to-date account of the 

financial position of our Government . 

The assets I am now describing may be classified in 

two groups. The first group consists of assets of agencies 

vdlich are wholly owned by the Governme.nt and wholly financed 

with Government funds. In this group belong the Reconstruction 

Finance Corporation, the Public Works Administration, the 

Export-Import Banks and a number of other agencies financed 

entirely by the Government. Between March 4 of last year 

and June 30 of this, the net increase in the assets of these 

agencies amounted to $1,095, 000,000. 

What are these assets, and can we rely on them to 

contribute in due time to r eduction of the national debt? 
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They conaiat for the moat part of auch items aa preferred 

bank stock and capital notes, caah, investments and other 

property, and l oans made to public and private borrowers . 

In t he Treasury we recognize, of course, that it may 

later be necessary to write off certain losses. But the 

quality of the collateral which secures the various loans; --

34 ;: 

the good credit of our State and local governments; the record 

of private buaineaa in meeting ita obligations, all coabine 

to give assurance that the losses of the national Government 

will not be substantial. 

So much for the first group of aaaets - those which 

will eventually be available fo r reduction of the n~tional 

debt. There is also a second group, representing aaaeta owned 

by agencies which are in part financed by the sale of their 

own obligations to the public. In this group belong the 

Federal Land Banke, the Home Loan Danks and other similar 

agencies. These aaaeta have a somewhat differ ent statue . 

They will not be available, as will those in the first group, 

for reduction of the national debt. But we may note, while 

we are taking an inventory of our position, that the Govern­

ment's share in the net asaets of this aecond group baa 

increased by $766, 000, 000 during the pr esent Administration. 

'--
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We may also note, outside of the present inventory, 

other very real and tangible aaaeta in the form of better 

roads, better housing, huge new dame and power plants, 

modern public buildings and other projects whic~, financed 

in whole or in part by Federal funds, have increased the 

real wealth of the country. 

Finally, to complete the picture, it needs to be 

pointed out that the Government has, in addition to its 

public debt, a contingent liability on obligations issued 

by the Home Owners ' Loan Corporation and by the Federal Farm 

Mortgage Corporation. But these obligations were issued in 

exchange for mortgages on homes and farms, conservatively 

appraised at values in excess of the amount of such obligations . 

Let me sum up at this point and recapitulate the figures 

I have used in this stock- taking of our position: 

The gross increase in the national debt between 

March 4, 1933 and June 30, 1934, amounted in round numbers 

to $6, 000, 000, 000. Against this gross increase we can offset, 
~ 

either -.r~or ultimately, the following assets: 

(1) An increase in the Treasury's cash balance of 

$1,600,000, 000; (2) the "profit• of $2,800,000, 000 resulting 
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from the reduction in the gold content of the dollar; (3) 

the increase in the net assets of the agencies wholly owned 

and financed by the Government , amounting on June 30, 1934, 

to $1,095, 000, 000. This is Wholly asid~from an incr ease in 

the capital investment of the Government in agencies which are 

partially financed by funds raised outside of the Treasury. 

From this survey of our assets and liabilities - this 

inventory of the Government's financial position at the close 

of the last fiscal year on June 30 - let us turn now to the -
new fiscal year beginning July 1, 1934. We find that in July -
and August , the first two months of this new year, the Govern-

ment'a expenditures continued to exceed its revenues and hence 

the national debt continued t o increase . But this had been 

anticipated. Let us note the landmarks by which we have been 

charting our course . 

The President estimated in his first Budget Message to 

Congress, that the national deficit, including both ordinary 

and emergency expenditures, would amount during the six months 

from January to June, 1934, to about six billion dollars . He 

also estimated that the deficit for the twelve months from 

July, 1934, ·to June, 1935, would be about t wo billions . The 

• 
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total deficit thus forecast for the eighteen months from 

January, 1934 to June, 1935 -- the eighteen decisive months 
,. 

in which the Federal Government ex~ected to be called upon 

to meet both the heaviest ~xpenditures for relief of une~loy­

ment and t he largest expenditures in its recovery prog~ --
-

amounted to eight billion dollars . 

This is the basis on which the Administration planned 

last January, and, wi t h one exception, it is the basis on 

which funds were requested of Congress . The exception consists 

of an additional $525,000, 000 appropriated for drought relief. 

So severe a drought could not possibly have been foreseen when 

the budget estimates were prepared. The President, therefore, 

requested an addi tional appropriation for this purpose . But 

at ever other point, requests for funds were held strictly 

within the eight billion dollar estimate. In this policy 

Congress cooperated . 

Six billion dollars, then, was the estimated deficit 

for the six months from Jenuary, 1934 to June, 1934, and two 

billion dollars for the twelve months from July, 1934 to June, 

1935. How large a deficit did the Gover nment actually have 
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for the six months f r om January to June, 1934? 

Some of our plans moved into action more slowly than 

had been anticipated; emergency expenditures were accordingly 

l ess than had been forecast, and the deficit for this period 

was about three billion dollars instead of six . Authorization 

has, therefore, been carried forward into the new fiscal year 

to spend the three billions which were not spent in the period 

f rom January to June, 1934, plus the added provision for drought -relief. 

Whether we shall actually spend these three billions, 

~s well as the additional fu.nds which the President estimated 

would result in a deficit of two billion dollars in the fiscal 

year ending June 30, 1935, will depend upon developments which 

cannot be foreseen at this time . But , even if the deficit for 

t he new year, exclusive of dr ought relief expenditures, should 

reach five billions instead of two , the combined deficit for 

t he period of eighteen months from January of 1934 to June of 

1935, would still be no more than the eight billions on which -
we originally planned. -

A word in conclusion. If after listening to my talk 

tonight you have any detailed questions r elati ng to what I 

have said, I hope you will feel f r ee to write to me. Goodnight 

and thank f OUo 

Tueaclq - Aacuat 28, 18M. 
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THE TREASURY' S FINAHCFB 

I propose tonight to discuss with you the cost of the 

New Deal. I will avoid the jargon of the usual financial 

statement and will try to give you 1n plain language a concise 

but complete explanation of the essenti al facts. 

On Karch 4, 1933, when the present administration came 

into office ,_~P~ gross public debt of the United States stood 
~ v-: 

at T7 ' 8Ati ' less than $21,000,0001000. B.f June 30 of this " ........ year it had increased to $27, 0001 0001 000, or an increase of o-.{r-I!M-4-'\ 

~ 
.elighbl' IIIQn ,.ihRfl $61 0001 000, 000. This is the gross increase 

in the nati onal debt during the first year and four months ot 

the new Administration. 

Some observers have concluded that i t also represents the 

cost of the New Deal during that period, in so far as such cost 

is reflected in a growth of the public debt . This assumption 

is easily made, but it ignores the all-important fact that, 

while we have increased our debt, we have also increased our 

assets, many of them in reali zable form. By this I mean assets 

viliich in due time the Government will turn into cash, thereby 

making th~~c~ national debt. 

A 8•~> ' Atakes a periodic inventory of the stock 

ot goods on his shelves, to see it his inventory baa incr eased 

or decreased. Let us do r~re same tonight_, Let us take an 
""-()1 j 

inYentory of the Government ' s assets and how-those assets haTe 
j\. 
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chsnged since March 4 of last year , 

We begin wi t h the Treasury' s cash balance . This i s t he 

Government ' s equivalent of cash i n the merchant's drawer . I f 

a merchant should f i nd t hat, at the end of sixteen months his 

gross debt had increased by $11 000 but that he had $250 more 

in his cash r egister, he would, of course, take into account 

the increase in his cash when figuring the change in hi s 

f i nancial condition. We can follo•lf the same practice in 

measuring the real financia l posit i on of the Government , 

These are the f acts: -

On March 4 of last year , when thl s Admini stration came 

into office , the Treasury' s cash bal ance amounted to about 

$2001 0001 000, By June 30, 19341 this cash balance had risen 
v ~ 

to nearly $1, 8001 0001 000 - an i ncr ease of about $1, 600, 000, 000 , 

If this gain in cash is deducted from the gross incr ease in the 
/ 

publi c debt, the net i ncrease becomes $4,4oo,ooo,ooo, instead 
/ 

or la,ooo,ooo,ooo. 
But we have another cash drawer in the Treasury, in 

addi t i on t o the drawer which carries our working balance , This 

s econd drawer I wi ll call the •gold• drawer. In i t i s the very 

l arge s um of $2,800~1000, repr esenting •profit• F'~~ 
, .f rom the change i n the gold content of ~~ ~~ 

· ~{~profit• the Treasury holds in the f or m or g~~d, •1\ other assets . 
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v 
I do not propose here to subtract this $2,8001 000,000 f r om .., 

the D&1 increase of $41 4001 0001 000 1n the national debt - thereby 
./ 

r educing the figure to $11 6001 0001 000. .~d the reason why I do 

not subtr act i t i s this: 
.-' 

For the present this $2, 8001 0001 000 is 

under lock and key. Yost of it, by authority ot Congr ess, is 

segregated in the so- called Stabil i zation Fund, and tor the 

present we propose to keep it there . But I call your attenti on 

to the fact that ultimately we expect this "profit" to flow back 
~ 

into the stream of our other~: es and thereby reduce the 

no.tional debt ,~ , ~ 1 • • + 
. .MA~-

We have, t hen,} two cash drawer s in the Treasury - one 
v 

conta ining our working balance, which is $1,600,ooo,ooo larger 

than on March 4 of last year, and the other containing 

$2,800,~1000 representing the "profit " on devaluation. But 

in addition to cash drawers, we also ha,v.s,.P. safe. AJt.d in ~hat • . 
~~ l 

safe we have some very valuable p.:;.pe1' - papE!l', Mpreseutlsg notes 
1\ . " 

and ot her obligations h~ld by various agencies 1n which the 

Government has an interest . 

A complete statement of the net assets of this kind has 

never before been published by the Government. I am giving 

out such a statement this evening for publication in tomorrow 

morning ' s newspapers . From now on l wil~do this regularly 
~(/'.e.~ 

once a month . I am doing ~ so J. that you can always have 

access to an accurate, fUll , and up-to-date account of the 

financial positi on of our Government. 

Regraded Unclassified 



- 4 -

The assets I am now describing may be classified in two 

groups . The first group consists or assets of agencies which 

a re wholl y owned by the Government and wholly financed with 

Government funds . In this g roup belong the Reconstruction 

Finance Cor poration, the Public Works Admini stration, the 

Export-Import Banks and a number of other agencies financed 

entirely by t he Government . Between March 4 of l ast year and 

-., June 30 of this, the net i ncrease in the asset s of these 

agencies amounted to $1,095,0001 000;-

42 

What ar e these assets , and can we r ely on them to contribute 

in due time to reduction of the na tional debt? They consist 

for the most part of such i tems as preferred bank stock and 

capita l notes, cash, investment7 ~~~1 e~'ate and other pr operty, 

and loans made to public and private borrowers. 

In the Tr easury we recognize , of course, that it may l ater 

be necessary to write off certa in losses . But the quali ty of 

t he collateral which secures the vari ous loans; the good credit 

of our State and local governments ; the r ecord of private 

business in meeting i ts obligat~~~~ombine 

assurance that the losses of thi'!Government will 

substantial. 

to give 

not be 

So much for the fir s !: group of assets - t hose which will 

eventually be available for r educti on of the national debt. 
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There is also a second group, representing assets owned by 

agencies which are in part financed by the sale of their own 

obligations to the public . In this gr oup belong the Federal 

Land Banks, the Home Loan Banks and other simil ar agencies . 

These assets have a somewhat different status . They will not 

be available, a s will those in the fil• st group, for reduction 

of the national debt . Bu~ may note, vihile ~~ldpg ~ 

i nventory ~ position, th~s.. thl~J s-:;;;::;nd 

gr oup ~Aincreased by $7661 0001 000 during the present 

Administra tion. 

We may also note, outside of the~t_i:~!~~~ ~ 

very real and tang i~,~~·~s in the form of better roads~ new ~~ 
modern /\buildings and other projects which, financed 

in whole or in part by Federa l funds , have increased t he r eal 

wealth of t he country . 

Finally, to complete the picture, it needs to be pointed out 

tha t t he Government has , in addition to its public debt, a 

contingent liability on obligations issued by the Home Owners ' 

Lo30 Corpora t ion !tnd by t he Feder a l Far m J:ortgage Corporation . 

~~t t hese obligations ~ere issued in exchange for mortgag es on 

homes and f a rms, conservatively appraised at values ~ i .n 

excess of the amount of such obligations . 

Let me sum up a t this point and r ecapitulate the figures 

I have used in this stock-taking of our position: 
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The gross increase in the national debt between Karch 4, 1933, 

and June 30, 1934 amounted in round numbers to $61000~000,000. 

Against this gross increase we can offset, either now or 

ultimately, the follovr1.ng assets : 

(1) An increase in the Tr~sury1 s cash balance of 
';.t ~ , , oo.c .ov,£;cr-o 

$1, 600, 000, 000; (2) the "profit /\resulting from the reduction 

in the gold content of the dollar; (3) the i ncrease in the net 

a ssets of the agencies wholly owned and financed by the 

Government, amounting on June 30, 1934, ~-· ~~ ~~ 
This is wholly aside from an increase in t~~ e~~i~ of the 

" Government in agencies which are partiall y financed by funds 

r aised outside of the Treasury . 

From this survey of our assets and liabilities - this 

inventory of the Government's financial position at the close 

of the last fiscal year on June 30,• l et us turn now to the new 

fiscal year· beginning July 1 , 1934. We find that in July and 

August , the first two months of this new year, the Government ' s 

expenditures continued to exceed its revenues and hence the 

national debt continued to increase . But this had been 

anticipated . Let us note the l andmarks by which we have been 

charting our course . 

The President estimated in his first Budget message to 

Congress, that the national defici t , including both ordinary 
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and emergency expenditures, would amount 

from January to June, 1954, to about six 

during the six months 
/ 

billi on dollars . He 

~lso estimated th~t t he defi cit for t ho twelve months from 

July, 1934, to June, 1935, would be about two billions . The 

t otal deficit thus forecast for ~~e ei ghteen months from 

January, 1934 to June , 1935 -- th~ eighteen decisive months 

in which the Federal Governm~nt expected to be called upon to 

meet both t he he~viest expenditures for r eli ef of unemployment 

and the largest expendit•~es in its r ecovery program -- amount ed 

• t o ei ght bill i on dollars . 

This i s the basis on which the Administra tion pl anned l ast 

January and, with one exception, i t i s the basis on which funds 

vtere request ed of Congr ess. The exce:ption consists of an 
., ooo. e;~ () 

additlonali 525, ~ ~~~ropriatpd for dro~relj.ef . #lr 1 •• . 
t ~e~l<_ ~ ~~ 

dr?l\(!~t ~o severe/\vtb.s an eme•8&RIY notA~ ~ to eseen when the 

budget estilll3tes wer.e prepared. The President, therefore, 

r equested an additional appropriati on for this purpose. But 

at every other point , requests f or funds were held s trictly 

wi thin the eight billion dollar estimate . In this policy 

Congress cooper ated. 

Six billion dol lars, then , was the estimated deficit for 

the six uronths from January, 1934 to June, 1934, and two billion 

dollars for the twelve months from July, 1934 to June, 1935 . 

How large a deficit did the Government actually have for the six 

months from January to June, 1934? 
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.,.. 
' 

Some of our plans moved into action more slowly than had been 

anticipated ; energency expendi tures were accordingl7 less than 

had been forecast, and the deficit for this period was about 
v • 

t hree billion dollars instead of six. Authorization has , therefore, 

been carried forwar d into the new fiscal year to spend the three 

bi llions which were not spent in the period from J anuary to June, 

1934, plus the added provision for drought relief . ,. 
Whet her we shal l actual l y spend t hese t hree bill i ons , as 

\'ell as t he additional funds whi ch t h<' President estim:J.t ed would 
• 

r esult in a deficit of two billion dollars i n t he fiscal year 

C>ndi ng June 30, 1935, will depend upon developments which cannot 

be f or eseen a t this time . But, even i f the deficit for the new 

year, exclusive of dr ought relief expenditures , should r eoch 

five billions instead of t wo, the combined deficit for the 

period of eighteen months from January of 1934 to June of 1935, 

would still be no more than the e i ght billions on which we 

originally planned . 

A word in conclusion . If after listening to my t alk to-night 

you have any detailed ques tions rela ting to what I have said, I 

hope you will feel tree to write to me . Goodnight and thank you. 

t 
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Sept . 6th 

Conversation between Mr. Morgenthau and 
Mr. Grimes of t he Wall Street Journal 

H. M.,Jr .: I read your story in th1smor~ing 1 s paper . 
Off the record - has i t occurred to you that whoever is 
buying these forward dollars has suffici ent confie1ence in 
it to look fowward for 90 days? You get the significance 
of that don't you? This operation i n the dollar franc i s 
in futures and it is a 90 day future, see ? 

GL·imes - As you know, I am more or l ess superficia l on 
these things. I don •t get t he picture. 

H. L!.,Jr: Somebody might i nterpret this thing as a 
movement to stop gold from leaving this country. That is not 
what is back of it but the conclusion which you might draw is 
that we here think the dollar looks pret ty good 90 days from 
now. 

Grimes: I get it. It is absolutely clear now. 

H.M. ,Jr: I am telling you this in stric.test confidence, 
but you can guide your writing along those l ines . 

Grimes : Thank you very much. 

B. K.,Jr: You never talked to me. 

Grimes 1 No, I haven•t. 
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August 29th 

Saw Uoley for lunch. I told him about my silver plan • 
and he sai d that that was an answer to the Foreign Debt question. 
They have been saying that we have t o cancel the foreign debt 
because otherwise we bleed Europe in order t o pay us ~nterest • 
and if we t ake over this silver from abroad they no longer can 
say that 1ve have to cancel the debts because the only way we 
can pay them is with gold. 

September 5th 

Mr. Uorgenthau spoke to George Harrison this morning in 
regard to selling francs short and buying dollars for 90 day 
delivery. The following are some of the statements made by 
Gov . Harrison on the phone: 

This procedure 1'1111 have no direct control on t he stock 
market . If there i s a leak it may have an effect that you 
want to give some confidence because of the fact that the gov­
ernment is buying future dollars. It is hard to tell what the 
reaction will be. I am scared about any new artificiality. I 
do not know hoVI it will be interpreted . The only risk to t he 
Treasury selling francs that it has not got, is that it i s 
selling short. If you sell francs now, in three months you 
might be unable to get them. If your purpose i s to lend con­
fidence to the dollar, by the fact that the government i s buy­
ing future dollars, it might be construed as a lack of confi­
dence in t he franc , Which you are selling short for future 
delivery and what will the French say? That being so , I would 
suggest that if you decide to do it that we call up the Bank 
of France today and s ay we understand t hat the Treasury i s go­
i ng to do this tomorrow and these are the reasons and minimize 
any risk that might be misunderstood there . 

Governor Harrison then said the way to do it i s to go to 
the Guaranty and say sell, for inst ance, 10,000, 000 francs for 
three months delivery. 

Lochhead made the suggestion that in talking to the Bank 
of France that we say we are prepared to do it in other gold 
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countries , so that t he Frencn will not think we are picking 
on them particularly. 

Governor Harrison telephoned about an hour l ater and 
said t hat he had t alked to the foreign exchange man a t the 
Bank of France and that they said that ow· pl an might do s t.me 
good . They said that it might be a difficult operation 
mechanically to carry out but it would be wort h t r ying . 
Gov. Harrison also said that the f orward mar ket was so thin 
that we mi ght get s tuck in the J..•·ocess . The French said 
t hat the pound has been weak l argely because of the selling 
of t he dollar in tnis country a.nd also because of the talk of 
devaluation that is goi ng on . 

Gov . Har rison said that he personally was not in favor 
of t !ds plan but he would see t hat ever . thing was carried out 
t o Mr . Morgenthau's desire . 

Dictated Sept . 6t h 

Last Friday, August 31st, went to Hyde Park with 
Coolidge, Oliphant and Viner to see t he President . He sent 
for me alone and I found hi m taking a bath . Be sat up straight 
i n t he bathtub and l ooked me straight in t he eye and said , 
Henry (with gr eat emphasis) in t ne words of John Paul Jones -
"Vie have just begun t o f i ght" . 11.: then went on to tell me 
that Dougl as had been there the night before and tendered his 
resignation. The President said he did everything possibl e 
to urge Douglas to put it off until December lst . He ap}ealed 
to hi m on a patriotic basis and then as a Democrat . Douglas 
suggested Cliff 1'/oodrum of va. as his successor. The ?resi­
dent said, check wi t h Woodrum and see if be do~s not agree 
with me that it will burt tne party f or you to r esign before 
election. He said tha t Frlday morning Douglas bad t elephoned 
him and said t hat Woodrum agreed t hat it would be very harmful 
to t h., party and that he had made up his mi nd that he was thru. 
He told t he President that he had tried !bw· times t o see hi.m 
unsucces sfull y l ast J une . The President said if you did, I 
knew not hing about it . The President seemed t erribly upset 
ana hurt . Be said that he told Douglas t hat ten years from 
now he would be ver y sorry for what he had done . 

The r r esident t hen took my breath away by saying, what 
do you t hi.nk of Tom Cochoran as Director of t he Budget ? I 
t old him that it was absolutely out of t he question, t hat 
Cochoran was an i.ntel lectual crook and that we had every 
reason t o believe t hat it was Cochoran w11o gave out last Nov­
ember t he unfavorable opi ni on on our gold acti on. The 
President seemed very much surprised. He sai d Felix Frank­
rw·t er certainly t hinks highly of Cbchoran and Cohen. I sai d 
I do not know anythi ng about Cohen but I would not trust 
Cochoran as far as I could see him . I then felt it was up to 
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me to suggest somebody before the Presi dent made an irreparable 
mistake. I t herefore suggested Daniel Bell. Be liked t he sug­
gestion and took it. He said to me, I want you to stay after 
lunch and I want to talk to , ou about this some more . Be then 
went down stairs and met with the rest of the people f r on. the 
Treasury . The only important decision made was that the 
pr ofit thru seignorage made on silver taken in after the 14th 
of June would be treated t he s awe as t he gold profit and not 
t o be made part of the general receipts with t he exception of 
two kinds of silver in wr~ch a precedent had been es t abli shed 
for a long period , namely, seignorage on small silver coins and 
newly mined silver . This ends a l ong argument between Ol iphant 
and n•yself . Oliphant wanted to use t his profit as part of 
our general r eceipts . 

In discussing the coming re-financing t he President made 
a ver , good suggestion that we consider selling a five y~ar 
note with t he r i ght to conver·t into a long term bond. After 
lunch when Viner came in to say goodbye, t he President asked 
him a couple of questions. This gave Viner a chance to tell 
the President t hat he thought the movement to encourage new 
housing ·would be a failure. The President said , I agree . The 
President t hen asked Viner what he thought about price fixing 
and Viner said1 I do not like it . You can' t expect to get out 
of t he depression by fixing prices and curtailing pr oduction 
and much t o my surprise and intense interest t he President 
agreed . 

I t hen was with the President for about two hours a lone 
in which we discussed fw t her the Douglas episode. The 
Pr esident said , I know how to handle this. Be said we will 
not gi ve t his out (Douglas ' resignat i on) until four o'clock 
Saturday afternoon because by that t i .me most of theeditors will 
be away for Labor Day and the story ought to fall fairly flat. 
He wrote out in his own hand the press release and he said by 
announcing the av~ointment of Bell first and simply stating that 
he accepted Douglas ' resignation he felt tha t the newspapers 
would emphasize Bell ' s appointment rather than Douglas ' resigna­
tion, and he was right . He took great delight in thinking this 
out. I t hen arranged with llrs . Klotz i .n Washington that Bell 
should stay within reach of the telephone for the next couple 
of days but not giving him any inkling why. Tbe President em­
phasized to me the fact that be had not told either his wife or 
lliss LeHand or Mcintyre one word about Douglas' resig11ation -
and as he put it - you are the only person in t he world who 
knows about t uis beside JQyself . Saturday morning the news­
papers broke the Douglas story having undoubtedly gotten the 
information f rom Woodrum. I called up the President and asked 
him if he was going to go thru with his program and he said 
yes . I said, when are you going to call up Bell and be sa~ 
about 4 o ' clock . He did call Bell about 4 o'clock and t hat was 
t he first inkling that Bell had of his appointlllent. 
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Saturday evening a t 6 :10 the President and his 

party arrived at our house for a clam bake to the ¥fuite 
House correspondents , The President cau.e into my office 
in t he house and he and I had cocktail s together for 20 
minutes . You could tell t hat he had a great weight of f his 
shoulders . As t he evening went on he began t o sing songs 
and you could tell f rom t he way he acted t hat a great load 
ana worry was off his mind, As a mat t er of fact the people 
associated closely with him said that t hey had never seen 
hi m sing and be so jolly as he was t hat night since he be­
came Pres ident. 

Tuesda y, Sept , 4t h , about ten million dollars 
worth of gol d l eft t he country and i t worried me considerably 
because I knew t.hat it would worry the President and secondly 
i t was not a na tura l movement and i f it continued at t hat rate 
it could only be interpreted in one way, namely, a fli ght of 
capital from the United St ates due to lack of confidence, T11is 
t oget her with the fact that our bond mar ket kei,t going down 
was enough to make anybody ner vous. Some time during t he 
night I got the idea tha t there must be a mechanical way of 
checltng t he flow of gold by depressing t he f ranc , I also felt 
if there was something that we could do to give concrete evi­
dence that we did not intend to revalue gold in the immediate 
future that it would be most helpful towards restoring con­
fidence in t he dollar , I called up Cool idge abput 8 o •cl ock 
and told him that I wanttJd him to be thinking about our de­
pressing t he franc below t he gold export point , He seemed 
quite cheerful at the suggestion when I explaineo. to him that 
I was willing to have peopl e understand we had no immediate 
devaluation in mind . On reaching the office Wednesday morn­
ing, I i mmediately called up Geo, Harrison and explained to 
him my ideas and asked him whet her he could not work out a 
method to carry out my suggested plan. Harri son did not like 
the suggestion at all and was very argumentative, At this 
stage Coolidge was mos t helpful and backed me up 100%. Viner 
liked ~he program; Lockhead was most i nsistent that the way 
t o carry it out was to sel l futw·e francs short rather than 
spot francs . \'/bi l e wai t i ng to hear fr om Harrison I called up 
t he President and told him that one of the reasons why gold 
was leaving the countr y so f ast was that I had been told that 
somebody in the White House had recently said t hat immediate 
deva luation was likely. The Pr esident very emphatically de­
nied this, I told him o1' my plan and he approved heartily. 
I told the President i f I did not bear from George Harrison 
by 10 o•clock tha t I would call him up and order him to carry 
out my program, A few minutes before 10, George call ed me 
and you could tell that he had now come around, He kept in­
sisjing that what I wanted to do would be interpreted as a 
method of interfering with t he flow of gold between countries 
in the gold block. I told him tha t this was not the fact and 
that I was perfectly willing t o make a commit%ment for 90 days, 
therefore selling f rancs short; t hat we would not change the 
content of the told dollar. 
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111L!II.SE, lllBJIIBG li!WSPAPIRS, 
MondB(, September 10, 1934, 

9-8-34 

TREA.SOJ!! DJP.Allll'lml'r 

Waahincton 

Preas Semce 
lfo. 2 - 86 

Secretary of tho Treasury Morgonthll:u. 1a today offering for sub-

scription througb the Federol Reaer.e Banke two aeries of TreaaurT notes 

63 

end an issue of bonda in oxcbange fo r Treasury certific:atee of indebtodness 

of SorioB Ts-1934 me.turing September 15, 1934 and Fourth Liberty Loan ~ 

por oont bonds oollad for redemption Octobor 15, 1934. Tho offering is . 

entiro~ on an oxcbongo boais. Cash subscriptions will not be received. 

Of the notes , one series, maturing in two years and bearing i-

terest at the rate of one and one-bolt per cent per annum, i s offered onl7 

i n exchange for the certificates of indebtedneaa maturing September 151 

which boor interest at the same rate. This 1a the only exchange offering 

open to tho holders of thoae maturing cortificntoa. 

The second aorioa of notes, maturing in four years and bearing i-

tereat nt the rnto of two and onoo-bolf per cont per IIDmllll, 1a offered only, 

in oxcbange for Fourth Liberty Loan bonds col1od for r9domption October 15. 

An add1 tionol is sue of 3f per cont Treasury bonds of 1944-46 h 

alae offered in exchongo for tho called Fourth Liberties. Bonde of this 

additional iaaue are idonticol with and form part of the aeries first i acuod 

April 16, 1934. They will mature April 15, 1946, but are redo-blo on and 

alter April 15, 1944, 

'l'hua bo1.1ore oi tilo cnl1ed Fourth Libortiea will havo thu option 

of oJJ<.:ncnlfing for n four-yo.::.r note boorinc 2fl por cont 1ntorost or a lG-14: 

;roar 3f por cont bond. I n onch oaso intoroot ac!Justmente will be mdo ao 

that oll iloldora of callod Fourth LiborUoa will r ocoivo 1ntoroet on than 

L~ full to October 15, w~1o on tho eocuritioB obtained in ~~o t ntoreat 
will aerruc to tb.:ID fraa Sllptomber 15. 
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)lo other exchance offering will be made !or these called J'ourth 

• Liberties, 

The bonds eligible for excha.:oge for the new securities are the 

J'ourth Libert:r Loan 4t per cent bonds of 1933-38 included i n the second 

call !or redemption, 1aeued April 13, 1934. They are those bearing ser1a.l 

llWIIbers ending with the digit 2 or the digit 8 , which i n the case o! 

permanent coupon bonds are preceded by the distinguishing lettere B or ~ 

Their total face amount 1e sl1ghtl:r less than $1, 200, 000 1000, Interest 

on all these cal~ed bonds , whether the:r are excbe.n&ed or not, ceaaoa on 

October 15, 1934. 

The amount of Treasury certificates o! indebtedness of Sarles 

TS-1934, maturing September 15, is $524,748, 500. 

Holders of the maturing certificatee of indobtodnesa or the 

called bonds . who desire to take advantage of the exchange offerill8 nhould 

act promptl:r. 

A. bri'l! deacription of the three iaaues now offered for eubscrip­

tion follows: 

Treasury Notes, Series D-1936 

Treaaur;r notes of Series D-1936 are offered onl:r in exchange for Treasur;r 

certificates of indebtedness of Series TS-1934, maturing Septnmber 15, 1934. 

The notes will be dated September 15, 1934, and will bear interest from that 

date at the rate of 1} por cent per annum, pa.yable aemiaruruall:r. ThQT will 

mature September 15, 1936, and will not bo subject to call for redomption 

prior to maturity, The amount of tho offor1118 i s limited to tho amount of 

the cortiflcatea maturing September 15, 1934, tendered and accoptod, 
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Trea~rz Votes, Seriea D-1938 

Treasury notes of Series D-1938 are offered only in exchange tor 

J'ourth Liberty Loan 4-1/4 per cent banda of 1933-38 called for red.emptiom 

on October 15, 1934, The not" will be dated Septsber 15, 1934, and will 

bear interest from that date a t t he rate of 2l per cent per &nnWD, They 

will mature on September 15, 1938, and will not be subject to call t or 

redemption pr ior to maturity. The amount of the offer ing ia limited to 

the amount of 111ch called :rourth Liberty Loan bonds tendered and accepted, 

Treasury notes of both eories will be ox.empt , both as to principal 

and interent, from all taxation ( except est ato or i nheritance taxes) 

now or hereafter imposed by tho United Statoe, any State, or any of the 

possessions of the United Statoa, or by any local taxing authority, 

The Treasury notee will be issued in bearer form only, in denominations 

of $100, $500, $1, 000, $5, 000, $10 ,000 and $100,000, and tho additio!lal 

denomi nation of $50 will be made available in notes of Series D-1938, 

Treasury :!lands of 1944-46 

:?,..1/ 4 per cent Treasury bonds of 1944-46 are offored only i n exchange 

for Fourta Liberty Loan 4-1/4 per cent bonds of 1933-38 called for re-
' 

demption on October 15, 1934. The bonds will be an addition to and will 

form a part of the aeries of 3-1/4 per cent Treasury bonds of 1944-46, 

istJ118d pursuant to Department Circular llo, 508 , d.ated April 4 , 1934, Thay 

are i denti cal i n all r ospecta with 811Ch bonda, wit h which they rill be 

frool;r intoro~ble, Tbeoo bonds are ®ted April 16, 1934, and will 

bc.ar int erest nt tbe rate of 3-1/4 per c.>nt per Wlll'lllll pqabl o on o. ecai­

&nmllll bna~a. The coupon bonds will carry the aamiammal coupon payohlG 

October 15, Tbq will mature April 15, 19460 but are rede-blo at tho 
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op\lOD ot the tln1to6> 1\Atn on IDl. Dtkr J.prtl 15, 19-M. !'bo -• of 

tho a4d1t1oJI&l otfol'inc of theao banda h 111111ted to tbo -• ot auoh 

oollo4 :rovth I4bort)' Lou bonda tondorod Md accoptod. 

J.e 1:10ro apec1flc~l)' atatod ill tho otflol~ cireolo.r, tho bonda wUl 

bo ox<:apt1 both u to principal and 1ntoreat1 fr<a all t .. t1on axcopt 

nrta.xoa 1 oatcto ond i llhorltccco tcxoa, and excoa.-pro£1ta an4 ~Jil'Ofita 

tcxoa; tho 1~toroat on bonda ef $5,000 principal amount UD44r ono ownor•hip 

Will be exempt from all taxation. 

Bearer bonda with i ntereat coupon• and bonda reg1atered ae to prtncipal 

and 1ntQ:;:eet Will be iaeued 1n clenominetlone of $50, $100, $500, $1,000, 

ts.ooo. $to,ooo and $loo,ooo. 
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~R RELEASE, Y:>RNING PAPmS, 
Thura~, September 13, 1934. 

9- 13-34 

Washington 

Preea Servioe 
No. 2 - 92 

Seereta:ey of the TreasuJ7 llorgentha.u announced laat night 

(September 12, 1934) that the subscription books for the current 

offering of l-l/2 per cant two- yoar Troa~ notes of Series 

~1936 will clooG at the close of bueinoao to~. Thure~. 

Soptcmbor 13, 1934. Subscriptions placod in tho 11811 before 

12:00 o 1clock midnight tonight will be conaidered as havin& boen 

entered beforo tho close of the aubacription books. 

Tho subscription bocks will remain opon until further notice 

for the receipt of eubecriptiona for 2-l/2 per cent Treaeury notoe 

of Series D-1938 and 3-1/4 por cent Treasury bonds of 1944-46, 

offerod only in exchange for Fourth Liberty Loan bonds called for 

redemption on October 15. 

Announcemont of the amount of wbecriptione and their d1v1a1on 

amon& the several Federal reserve districts will bo made later. 
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1I'OR Rl!i.V.Sl!, lllBNiliG PAP !InS, 
lll!IDlY, SEPTDIBm 17, 19:!4. 
9-l!>-34. 

Washington 

PR!SS SERVICE 
Bo. 3 - 0 

ss 

Secretary of the Treasury llor~enthau stated to~ that in response t o 

the offerint; last lion~ of two aeries of Troaaur,- notes and one of TreasUl')" 

bonds, in exchange for Treasur,- certificates of indebtedness maturing 

September 15, 1934, and Fourth Libert,- Loan bonde called for redemption on 

October 15, 1934, subscriptions aggregating $1,044,000,000 had been received 

up to the close of business Saturda7. 

The Secretar,7 stated that subscriptions segregating $514, 268,000 were 

received for tho exchange offering of two-yoar 1-1/2 percent Treaeuey notes, 

open only to th~ holders of Treasury certificates of indebtedness maturing 

September 15, 193·1, which offering closed on September 13, 

acriptione wore allotted in tull. 

These aul>-

The Secretary stated that the subscription books for the four-,-ear 2-1/2 

percent Treaaury notes and the 3-1/4 percent TreasUJ"/ bonds of 1944-46, open 

on an exchange basis only to the holders of'- Fourth Liberty Loan bon<W called 

for redemption on October 15, 1934, had not yet been closed, but that sub­

scriptions have been received aggregating $386,000,000 for the notoe and 

$144,000, 000 for the bonds. 
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FOR RELF.ASE, L!OR.'IflNG PA?EaS, 
Pt'ic!A;r , Septe:nuer 21, 1934. 

Press Service 
No. 3 - 8 

Secretary of the Treasur~ Morgonthau announced last night 

(S~ptcmbPr 20 , 1934) that the subscription books will close for 

tao c=r ont exchant:e offerinP; of 2-1/2 per cant four-~ear 

Trc&nury notes of Serios D-1938 at t he close of Ou5iness Mon~, 

SoptOIIIbor 24, 1934. Any subscription r eceived after the close 

of business on Monday will be r ejected. 

The sUuscription books f or the 3-l/4 per cent Treasury bonds 

1rl.ll rr.main open until further notice for the e.xcha.ngo of Fourth 

Libo~t~ Loan bon~s called for redemption on October 15. 

66 
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George then tol d me t hat he had spoken to the Bank of 
Fr ance and that it was agreeabl e t o t hem. ~ben I again ex­
plained t o George that immediate devaluation was not on the 
horizen, the tone of his wt.ole voice changed and you could tell 
that be was simply delighted . 

Dictated Sept . 11th. 

Bell and I called on t he Presi dent at Hyde Park Saturday 
Sept. 8 th, at 10: 30 A. r.! . We immediately went into t he dis- 1 

cusslon of t he budget. As near as I can r emember Bell ' s 
figures showed t hat for 1936 we would only have a deficit of 
~32~, ooo,ooo . The President said, I mi ght as well tell you 
everything I have in my mind and t hen you will have t he wor;;t , 
With unemployment r unning the way it is, I t hink we will have 
t o spend a minimum of one and a half billion dollarsfor un­
employment and one billion dollars for public wor ks in 1~36 . 
He said, take N. Y. S. as an example , t hey have been selling for 
t he last cou1-le of years around fortt mill i on dollars 110r th of 
bonds to pay their unemployment bills . They can•t: keep on 
doing this indefinitely. As stat es like N. Y. and other units 
of ~overnment find it more diffi cult to raise t he money, the 
Feder al burden will increase by that much . Therefore , we 
ma have to spend four or f i ve bi llion doll ars in 1936 to meet 
t he unemployment problem. 

\' The Pr esident said, l et me tell you what I think congress 
will suggest & That we keep our publ i c debt a t about where it is 
and then issue non-interest beari ng bonds up to possibly fifteen 
bi llion dollars worth 17ith a retirement fund - t his money to 
be used for unemployment . I could not help but f eel tnat t his 
was an idea that the President was considering himself . He 
must realize t hat i f we go ahead wi th any such expenditttre in 
l w36 that i t wotill be i mpossible to sell any more bonds and we 
will have t o coni'ine ourselves to one, two and three year notes . 

I discussed with tum a t great length t he idea of either 
n& or I making a speech to show t he savings i n the r egula r 
department s made during t he l ast fiscal year, and also r eal ly 
setting up a double budget - one for t he regular expenses for 
the Government and t he other for the extraordinary expenses . 
He liked this idea very much. As a matter of fa ct he suggested 
makins this kind of a speech lJefore he 1vent t o Hawaii . I e 
said conf identially I am going on the air on the 27th and if 
you could have this material ready for me by the ?4th, i t woul d 
be f ine . He did not agree to make the s peech but I fee l i f he 
liked it the chances were good that he would. If he does not, 
I will . I t hen gave him an i dea to think over of making the 
Budget a Bureau of the Treasury and heading i t with Bell ' s 
Bureau . He/seemei to like t he idea but I did not pr ess it. 

/-di dn't 
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I told hi m that I thought one of his \veakes t points in 

his armor was t he fact t hat be bad no cont rol over the s pend­
i ng of t he Independent Agencies . I know that Douglas feels 
very bitter over the fact that his Executive Order was with­
drawn early in January which would have brought the Independent 
Agencies in. The President said this i s all right . Look up 
t he old Executive Order and have it f i xed up. He said , after 
all we are over the rush now and we can begin to do t his sort 
of thing. He· said you will not have any trouble wi th A.A.A. 
but you will with I ckes . I understand it was Har old Ickes 
who raised such hell about this order in January. In fact , 
the Pr esident said that Ickes objected viol ently to this ord~r 
because he felt t hat Douglas being opposed t o Publ ic Works 
\70uld use this O<·der to retard Ickes ' program which was most 
Hkelythroueh. 

Bell showed t he President where he could di g up t wenty 
seven million dol lars for t he c.c.c. Camps and t he President 
brushed the memo asi de and said, that could wait unti l I get 
~oack on t he 24th . Bell t hen showea t he Pres i dent whe1·e it 
was possible to pick up five hundred million dollars out of 
~> . F .c . for Harry Hopkins and he brushed that memo aside . Both 
of these gestures were most encouraging to me but certainly 
the news t hat t he President expected to spend as a minimum two 
and a half billion dollars for unemployment and publi c works 
was most discour aging. We certainly have a difficult job ahead 
of us . J us t where it will all elld , heavens only knows . 

After Bell left I showed t he Presi dent Jackson's brief 
on the Mellon t ax case . The Presi dent liked it. He then said 
to me, I am told that when Hear st returns he is going to attack 
the administration . Can ' t you look up his income tax and be 
prepared. I did subsequently look up his income tax and 
found tha t t here was plenty there; also plenty on Mari on Davies . 
I told the President on Tuesday that we t i1ought it would be 
much better to proceed at once on Hearst .and Marion Davies in­
come tax befor~ he a ttacked because if we stated son,ething 
after he attacked us he would say that we were doing i t to re­
venge and spite. The President agreed and I llill t ell Robert 
Jacltson to start it a t once . I do not know vrh i ch i s going to 
be worse - discl osing the names on silver or William Randolph 
Hearst and Marion. 

Yesterday, Sept . lOth, with the President's approval I 
called up Governor Ha.rrison and told him t o get in touch with 
Governor Norman of the Bank of England , London, and expl ain to 
him our silver progr &lD and that we would be willing to consider 
arranging our purcnases of silver so t hat they would not i nter­
fer e wi th t heir stabilization fund operation; a l so I wanted 
him to begin negotiations for the purchase of silve1· owned by 
the British Gover nment which I understand is some fow· hundred 
million ounces . I spoke later in the day t o Gov. Harrison and 
he said be would talk to Norman on Tuesday. 

Oliphant told me t hat Comptroller O'Connor s t opped Opper 
in t he hall and bawled him out for f ifteen minutes because be 
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I I' had tried to keep one of O' Connor' s lawyers from being trans-
ferred out of the Comptroller ' s office over to F.D. I . C. I 
had in my office O'Connor, Oliphant and Opper and I very 
quietly but very firmly t old O'Connor that he was responsible 
to me and not to the President. I expected him to carry out 
my program of having a general counsel' s office for the whole 
Treasury. 0 1 Connor argued that he could not run his depat·t­
ment if he did not control his legal staff. I told him that 
we had done this in Farm Credit and with every other Bureau 
in the Treasury and I saw no reason why it should not work in 
his office. He certainly could not misunderstand me when I 
got through . 

I talked to William Phillips of the State Department 
and explained to him that Coast Guard had chased the Anna D 
rum runner into territorial waters of Nova Scotia. I urged 
him t o try and get cooperation from the Canadians so that we 
could work together in the future on rum running; also asked 
him to bring the case of the ANNA D to the attention of the 
British Ambassador in Washington. 

Had Rogers , Oliphant, Viner, Gastpn and Cooli dge for 
supper . The important thing that Roger s told us was that 
Japan notwithstanding the fact that she has depreciated her 
currency as much or more than any other country has, was able 

1· to keep up her employment to a maximum and her cost of living 
down and her cost of labor dovrn. ~at t hey are very much 
afraid of inflation and that they are hopefUl that at the 
naval conference next year they will not have t o build many 
more new battle ships on account of not wanting to throw their 
budget further out of balance . I believe Rogers said that 
about 50% of their budget today is for Ylar purposes. That 
their silk exports are pretty much shot and they have not much 
hope of recovering them. That they want to be friendly with 
the U. S. That they are not interested in silver. That the 
Japanese and British ovrned mills . in China sell their output 
in China entirely. That the increased price of silver in 
Chi na will drive down the price of agricultural products in 
China in just the same way as tho we had increased the gold 
content of t he dollar in this country. He expl ains it this 
way - that by increasing the price of silver it takes more 
grains of s i lver to make a dollar and therefore China who 
is on a silver basis would receive less for their products. 
He thinks it is very important t hat we send a very high class 
person to China to come to a friendly understanding with them 
on our silver buying program. He said it would be perfectly 
agreeable to them if we kept the price of silver stable around 
50¢ . What makes it very difficult for them is to have the 
price of silver eradic . He said that in India the agricultural 
classes are very prosperous due to our policy of gold and the 
increase in the world price of cotton, and India not being on a 
s ilver basis the increased price of s ilver is like the increased 
price of any other co!IDllodity to them and therefore helpful. 
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Furthermore, if the agricultural prices continue to rise i n 
Indi a , the Indians will put their savings into silver and 
therefore will be buyers of s ilver. 

After the rest left, I asked Roger s to stay behind and 
he has agreed to stay on f or the coming yea.r on t he same 
basi s as he has been heretofore, namely, he will give a 
couple of classes at Yale and will be in \'/ashington a couple 
of days a week. He says he thinks it is an advantage not 
to be too closely identified v1ith the administration . In 
talking with Viner yesterday he was extremely blue and f eels 
that we are headed towards a crash . Much to my surprise he 
said that after the first of January he did not expect to re­
turn. This is absolutely contrary to \'That I understood that 
he had agreed to some weeks ago, but there is no use press­
ing hi m at this time . I think that Viner is overworked and 
therefore over-pessimisti c . I think it i mportant that he 
have a talk 1rlth the President at an ea:ly date. Vi ner 
feels that the President i s getti ng a lot of poor advi ce . 
Be also feels that people like Perki ns , Hopkins and Tugwel l 
are in the saddle and that some of them would like to see a 
real crash so t hat this government could become in Viner ' s 
words either socialistic or racist. Viner ' s talk had a 
most depressing effect on me and as a result of it I expect 
to spend much more time on t he budget and on the unemployment 
problem. In fact it seems to me that there are three things 
that I should devote myself to -

International money situation 
Unemployment 
Budget 

Sept . 12th 

Just had a half hour conversati on with Rogers and 
Viner. I explained t o them that Hopkins claims he needs 
$1, 900,000, 000 for the present fi scal year. Giving him every 
dollar we can laf our hands on, the most 1~e can scrape to­
gether would be $1,149, 000, 000, leaving a shortage of 
$751 , 000,000 . I toldthem that Hopkins sai d he had no 
real suggestion for 1935 and 1936 . I sai d , gentlemen a t 
this moment nobody from the President down has a way out . 
Viner sai d , we ought to be t elling you that i nstead of your 
telling it to us . I sai d , that is unimportant . I am going 
to ask the t wo of you to put down on a piece of paper sug­
gesti ons for the President to put this country back on its 
feet. They said when do you want it and I sai d by the 24th 
of Sept . and they bot h enthusiasti cally said they would work 
together and really give me a new deal for the administration. 
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Sept. 19th 

Crowley cam<in to see me today. I asked him if he 
would be willing to go in· as Governor of the Federal 
Reserve wi th the i dea that we would put the examination 
of banks over there and he said he would do everything that 
I wanted him to do. 

Sept. 20th 

I called Harry Hopkins today and said, Harry, the 
President you nor I or the Director of the Budget know 
wher e we are going. In view of that would it be fair to 
request you that when you see the President that you ask 
only for a commitment for October. That takes care of you 
for 30 days. Harry, without a minute ' s hesitation, an­
swered that it would be o.k. and that he would be delighted 
to do so. 

I talked to Governor Lehman tonight and told him that 
Ur . Gibbons would be willing to go to the convention tn 
Buffalo. He said that everrhing was going along nicely and 
that it wasn 1 t necessary. told Herbert that I was working 
on the unemployment problem and he was simply delighted . He 
said it was the most important thing that should be tackled 
at the present time . He also complimented me on the Treas­
ury• s financing. 

Sept. 27th 

Steve Early called me up to tell me that Fred H. 
Prince of Newport and Boston has been spreading a rumor in 
Wall Street that the President i s firing me, Wallace, Tugwell, 
Perkins and Harry Hopkins, I to be succeeded by Jim Perkins 
of the Nati onal City Bank. I told Steve that the whole thing 
vtas very aii!Using to me and that I would not take any i ssue 
about it. Steve was very excited and said he was going to 
put Pecora on this matter. 
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Colonel Karv1n Kclntyre 
Pougbkeepe1e, N. Y. 

THIS IB KY SAD STORY AND ·NOT TOO WCH TO THE POD!'!. J. 

LONG TDIE AGO WHEN DOUGLAS WAS STILL DIRECTOR or THE BUDG­

ET WE CONCEIVED THE IDEA THA!l' THE UNITED STA'l'ES HEALTH 

SERVICE SHOULD BE ALLOCATED A Ja!ABLY SUU OF ONE !lTJJ.ION 

DOLLARS OUT OF AN APPROPRIATION or SOLIE EIGHT HUNDRED 

J.IILLION DOLLARS. CERTAINLY YOU CANNOT ACCUSE THE 'l'REAS-

URY or BEING PIGGISH ABOUT I TS OWN KONEY. THIS ~UEST 

HAS CERTAINLY BECOLIE THE FORGOTTEN HOUND AliD HA8 BEEII 

KICKED AROUND FROU THE BUREAU OF THE BUDGET TO THE SUTE 

( DEPARTlLENT TO THE J.TTORNEY GENERAL Alm THEN STRANGELY WAS 

LOST. AS A LAST RESORT I CALLED IN THE COAST GUARD .AHD 

ORD:::RED TREK TO lWCE A SEARCH FROll COAST TO COAST .AND YEs-

TERD.U I RECEIVED AN S.O.S. INFORUnlG 1J.E THAT THE COAST 

GUARD llAD PICKED UP A UYSTERIOUS BOTTLE WITH A LOST PIECE 

OF PAPER IN IT ON THE SHORES OF ADL4IRAL HOWE' 8 SUliKER ES­

TATE. TREASURY INTELLIGENCE SUCH AS IT IS INFORliS WE THAT 

THE DOCtJJJEliT IS U01f PROCEEDING BY SLOW FREIGHT TO THE SUli­

IJER WHITE HOUSE LOCATED THEY TELio LIE AT A PLACE CAIJ-ED 

POUGHKEEPSIE. NOW LISTEN UC, THIS "ILLION DOLLARS CAN DO 

l.iORE GOOD .AND GET QUICKER RESULTS THAN ANY OTHER KILLI ON 

DOLLARS I JCNOW OP BECAUSE WITH IT THE HEALTH SERVICE CAN 

GIVE EVERY UEKBER OF THE STOCX EXCHANGE A SHOT IN THE ARK. 
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I! OAH !.AU 'rHE OOLD OUT or THE !EE'rH or THE IWfD:RS .AHD 

REMOTE THE DECaX. FURTHERIIORE U nLL BE GLAD ro JUlUflSH 

rRD VE1'ERitWUAB SERVICE 1'0 THE WHOLE WHI'I'E HOUSE S!A'I'P 

AS LONG AS THE MTIJ.ION DOLLAJUJ LAStS. I P'ORG01' TO SA% 

T~ THE PURPOSE or THI S 'l'ZLEGIWI I8 TO A81: YOU 1'0 PERSOH­

.ALLY EBOOR1' THIS KOCH ABUSED PIECE OF PAPER, 1'0 HIDE PARI 

WITH THE HOPE THAT THE PRESIDEN1' WILL J.JTI:X. HI8 SI<HU.'fURI: 

TO THE SAitiE .AHD TI;IEREBY REJ.EASJ: A. VTIJJOH DOTJ.Aps WORtH 01' 

GOOD 

Sept. 1 2 , lGM. 
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I'OR RELEASE, AJ'l'»UmN li:EIISPAP!BS, 
'l'uead&, Sept ember 25, 1934. 

Press service 
No. 3 - ll 

74 

Tho phrase "f'ally and unconditionally guaranteed" as applied to the bon4a 

of both tho Federal Farm Uortgage Corporation and llcmo OwnGra• Loan Corporntion, 

in t ho opinion of the Secretnry of tho Troaaury, concurred in by tho Attorn~ 

Gonarnl , monna that this is a gunrnnty of pa.ymont - not morel)' of collection -

with the ef fect that , should either corporation default, the United states ie 

obli~tod to make ~ent of ei ther pri ncipal or i nterest i mmediately !hen due 

without requiring the holders first to proceod against the corporation. 

Bonde of the Federal Farm llortgsge Corporation issued under the Act n~ 

provod Jnn\18.1")' :n, 1934 and bonds of tho Home Owners • Loan Corporation issued 

under tho amendment of April 27, 1934 to tho Home Owners• Loan Act of 1933, nre 

guaranteed f~ly nnd unconditionnll)' both as to interest and principal by the 

United Stntos. 

Socrotary Morgenthau today made public the text of a letter , nddresaod to 

John H. ll'o.hey, Cmirman, Federol Home Loan :Bonk Board, rlth the announcement that 

a letter to the anme effect hBd been aont to W. I. WYers, Governor of tho J'arm 

Credit Administrntion. Tho letter follows: 

"Sept emhr 10 , 1934. 

"!q donr llr , Fahey: 

"Reforonco 1a nade to your inquiry rospocting the Government guarnnty of tho 
bondll of tho Homo Owners• Loan Corporation iaaucd undor t ho llll!endmont of April 
2?, 1934 to tho Home Owners• Loan Act of 1933. ' 

"Soction 4(c) of the Act , aa ao llmonded, providoa: 

•such bonds shall bo tully and unconditionally gaarantood 
both as to interest nnd principal 'to' tho Uni tod States, 
nnd auch guaronty shall bo exproaoed on the face thoroof•••• . 

Tho bo!IU hsued purBUAnt thereto rocito upon thoir fnce , over the aignaturo of 
tho Socrotaey of tho Tro&a'ar7 , that ' Thie bond h tully nnd unconditionAlly 
guarantood both &a to interest and princ ipal lO' the United Statoe, l 

Regraded Unclassified 



. . . 

- 2-

"The Treasur,.- t akes the viol' that tela gue.ranty is a guaranty of pa,yment -
not merely of collection - with the effect that should your r.orporation fail to 
pay upon decand, 11hen due, the principal of, or int ereet on, theao bonds, the United 
States would be obligated to m8ko such Pa>~ents immedi~toly ~lthout requiring the 
respective holders first to proceed against your corporat>cn. 

1Tho Attorney Gonor&l , in en opinion to the Secretary of 
Septombor 1~, 1934, has confinned the correctneaa of this view. 
in part as follol's: 

tho Treasury, ::ated 
T"oe opinion r eads 

11 1'i."ho gua:onty 'oeing stated by tho statute na t'.lll and 
~ncond!tional , thoro is no occasion to consider wn· t~~r a con­
dition shoul d bo iDIJlliod. The s~;pnrato provision ·.:1,"t the 
3~crotery of tho Treasury shall p~• if tho COI'p<>t'(.'.'. ~cn is UL­
ablo to pay upon domand is no part of tho guara.nty , but merely 
a pro vi :;ion for carryin,; 1 t out in the only roasoMbly concoi v­
ablo contingoncy that would require such act ion. 

r.7--7"'Considoring tho foregoing, it ia ~opinion that if 
.. fui} corporation should taU, upon dCl:l!llDd by a bo:~a !ido 
and accredited holdor, to pa,.- eitbor princ i~el or into=est 
when due, tee Unit3d S~ntes ~ould thorou~cn boc~oe ~~l!gntod 
t o cake such payment ~1i its obligation would n~~ be c~nditionod 
up011 the institution of any proceeding by the b~ndllolddr aguinat 
the corporation, ' 

John H. Fahey, Chairman, 
Federal Rome Loan Bll.nk Board, 
Washington, D. 0," 

Vary trul)' yours, 

l Si!P'ed) H. ~rgar.tilau, Jr. 

Secretal'y of the TreaaUI7, 
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TREASURY D!PAll'l'IO!lfl' 

J'OR R!:LFASE , lllmmJG I!IEWSPAPmS, 
'ruead.af; September 25, 1934, 
9- 24-34. 

Preas Service 
l!lo. 3 - 13 

75 

Secretary of t he Treasury Worgenthau announced last night (September 

24, 1934) that up to that time approximatel;y $844,000,000 of t he fourth 

Liberty Loan bonds called for r edemption on October 15, 1934, had been 

exchanged for the four- year ?rl/2 per cent Treaeury notes of Seri e e I>-1938 

and tho 3-1/4 por cent Treaeury bonds of 1944-46, 

Subscriptions for the Treasury notes of Series I>-1938 aggregate 

$596,000,000. This is a preliminary total f igure for the note iesue, 

on which the aubacription booka closed at the close of business last night . 

Subscriptions for the 3-1/4 per cant Treasury bonds aggregat e 

$248,000 ,000, and the subscription books for t his offering will remai n 

open until further notice for the excbange of Fourth Liberty Loan bonds 

called for redemption on October 15. 
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JOR R~V.SE, lo!ORNING NEIVSP.A.PEI!S , 
Wondal, October 8 , 1934. 

Washington 

Prase Service 
No . 3- 27 

Secretary of the Tr easury loloraonthau bas announced that 

the subscript i on books for the current offering of 3-l / 4 per cent 

Treasury bonds of 1944-46, in exchange for Fourt h Li berty Loan 

bonds called for redemption on October 15, 1934, will close at 

the close of business Thursday, October 11, 1934. An;y subacrip-

tion received after the close of business Thursday will be reJoctod. 

Tho Socrotary stated that approxtmately $950,000,000 of 

the Fourth Libert y Loan bonds called for redemption on Oc t ober 15, 

1934, have been exchanged up to t !Ua time, $354,000,000 for the 

Treasury bonds of 1944-46 i n addition to tho $596,000,000 pre-

viousl;y r eported ae exchanged for the four-year Treasury notes 

of Series D-1938. 

16 
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W&rllir~ton 11 
I'OR lw:a:DUT! R:EL"&\SE, 
October 12, 1934, 

Preaa Service 

Socretar;; of the Treasury llorge:'ltbau toda1 announced th:t.t appronantel.y 

$1, 8?0,COO,OOO oJ' the outatancliDg -t-1/ 4 porcent Fourth Libert7 Lo&n bonda of 

1933--38 h::Lve been c Rlled for redemption on J.pr1l 15, 1935. The bondR included 

1n this third cull !or partial redoii!Ption ar.;, t hose beari ng aerial number& 

ending in the digit 5 , 6, or 7 • 

o~e . :rear &GO approxi matolT $6,268,000,000 of the Pourth '-1/4'• ~c~e out­

at:>..'lding. On Octob..:r 12, 1933,about $1, 880 ,000,000 of the bonds w..:re cc.llcd 

for rodecption on April 15, 1934 and on April 13, 1934, about $1 ,250, 000,000 

w~r~ ~all~d for redemption on October 15, 1934. J.ccordingly one-half the out-

atandinG Fourth Loan wae included 1n tho ! iret two call a. ThrOil&h ref\ludi:~ 

during the paat ;roar about $2, 750,000, 000 ot the bonds ot thia Loan have t-een 

oxe~d tor other intereat- bearlng obl1gat1ona of the United Statoa, whilo 

abont $380, 000,000 ot the bonda iDclud.ed in the first two calla either !an 

boon paici or will be paid in caeh. 

T;.o Sccrotary invitee thu att \llltl(lll of holdo~a of th;; bonda 1ncl,J.ie" il:. 

tl~ tuiru call tor redemption t o t ac ioct that i nt erest on such bondo eill 

c~e on April 16, 1935, and a ta tea that it ia probabl e that prior to that 

cll>te. tuo holdora =-:r be o! !orod tho privilop of excbanging thair called bonda 

for other lntereet- bearint; obl t&at.iona oJ' t he uni ted Stataa. 

The ten ot t he torllllll notice of oall 11 a a follows: 
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FOiJR'l'!l I TB!:'r.l' LOA!/ 4-1/4 P::RC::Jn' OO:lDS OF lll33-38 

To Holders o r F~u~tb Liberty Loan 4-l/4 rer~ent Bonds or 1933-58 and Others 

Concerne:l: 

Public no Lice is tsreb;: given: 

1. hll ou~stoudin~ l"our t h Liberty Loan 4-1/4 parcent bonds of 1933-38 

(Four1 h 4-1/~·~) beerln& eGrial num~rs the final di&it of which is 5 1 6, 
or 'I (such sc:-ial numbers in tto case ot pormcnent coupon bonds being pre-

fixed by the corr~3POnd !ng distinsuiabing lettar Eo F, or G , respectively~ 
are heraby cellod for redem;-tion on J.pr11 15, 1 035, on which date i nterest on 

sueb bonds called f or reuemption will csase. 

2. ~,is third CLll for nert!el ra~ption is medn purauan~ t o t he p~vi­

:sion for redeo:n ion contained in t he bonds and i n Troasur~ Dape.rtl!!ent Circular 

No . 121 , d~ted s~pt~ber 28, 1918, under wnich tho bonds were ori~inally 

loeued, th•~ bonds to be reuoeae d havinf< beon l\o t.,rmi11ed by lot in the manner 

proscribed by tt:cl Soorotar11 of th•• TrS(«Ur :t . 

3 . cu~stond! ne yourt!l 4-1/4 • s bearin.t seri11l nm11bors (nnd pr._>fiX letturs) 

other th!>l' t !tocr d<-si ::lllted ere not incl\:dcd i n or affoct .. d tr.· thi,. third C>\ll 

rw pc.r t tel r eue::ut i or. . 

1;oldere or Fourth 4-lf.;.•" now Ctllled for redi.Wl,tion on April 15, 1935, 

liiBY , In eovcnc'l or t!l.t t c!etc. , b e. oft : r~ c. tl.< ur! vi l ore of cxc~r.ncin~ the ir 

thircl-calle<l bonds f or oth~r int .;rc.at-bec.rir.g obli~tions of t he Oll i to~ Ststn l<, 

i n w~ich cvont public notic~ will hc.r&a~c~ ~~ g1von. 

J"Ull i :tfoMnBtion r nf,D'I'<ii 'lg tb'.l p.ro eon t •· t ion ond surru nder or l"t'>u.-th 4-l/4 •a 

undor t his cell is givcm in .C<H:>~.l'tm<.nt t:iroular no . !l2!i, detod Octob11r 12, 1° 34. 

Troeaury Dop.rtl'l£nt , 
'l:.shl ~.;ton, ~tc>b· r 12 , 1934. 

HI!NRY !'OR(;II:!'Iii.',U' 1R.' 
Secretary or t !:o Tr.:~aaury 

Fourth 4-l/~ ' " br.c.,i ::g serial n•u.1bora <ndlng in 1, 2 , 8 , Q or 0 , have 

hor~totorL b c.cn callod r or rod~ption . 
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October 10 

The President told me that he wanted the Director of 
the Budget responsible to him and not to t he Treasury as 
YcReynolds and Bell felt it ought to be 

October 13 
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Dictated on Oct . 18th. 

On Monday night, October 1st, we had our first meeting 
a t the ~~ite House . ¥r . Bell ' s repor t is attached herewith : 
I am dictatin& this on October 18th so natural-ly my im­
pressions are rather sketchy. The series of three meetings 
which I wil l now descri be were a result of the conversation 
th~;t I bad wt th the Pt·esident at which I suggested t hat he 
ought to bring in the Treasury, Ickes and Hopkins to discuss 
the question of unemployment in relation to the budget and 
financing . Each meeting made consi derable progress and the 
aJ vantage was that it made everybody from the President down 
concentrate on this major program. If the mee tings did 
nothing else it bought out a l l important fac ts which nobody 
in this group have thought through - the problem of unem­
ployment in relation to t he Treasury, Certainly Ickes and 
Hopkins had not . I f irst started to t hink about this problem 
when I saw ,.·.D.R. at Hyde Park with Bell and I believe I 
have it in my diary . I believe if it had not been for these 
meetings Hopkins would have gotten the President to author­
ize the following memorandum r1hich was drawn up in Hopld.ns 
office and given t o Bell to sujlmit to the President. (Memo 
a ttached hereto) If the President had signed this memo 
Hopkins would have plunged into a program of work l'elief 
whic~> VIOUld have , if my memi:>ry serves me, increased our re­
l i ef expenditures be tween Sept . and !.'arch by another two 
hundred and fifty milli on dollars . As it is now, Hopkins 
is on a month to month basis which I arranged for with him 
over the t elephone. Hopkins got his $1201 0001 000 at the 
end of Se~t . for the month of October and I believe he will 
now ask us for about ~1~, 000,000 for tbe month of November. 
I will check these figures against his Sept . memo and I am 
quite sure that he is spending way under his earlier estimate . 

The me~ting which took place Tuesday night , Oct . 16th 
was in a wa; the mos t disaJ;pointing meeting at the time be­
cause Ickes and Bopki.ns brought in a report, copy of which is 
attached hereto, wl. ich was so vague that after the President 
had discussed it for an hour and a half and had point ed out 
fi!'St that thei r request for 1 Billi on Dollars for railroad 
crossing was impractical; that their request for l Billion 
Dollars for rural electrifica tion I point ed out was im­
practical and item arter item the President vetoed with the 
except ion of 2t Billion for rural and city housing and cer­
tain other transconti nental and radial highways . Whatever 
the President said Earry apd Ickes would yes him and Ickes 
made one remark whi ch was a classic . Be said he did not see 
that t here was any difference as to whether the government 
spent five billion dollars or private capi tal spent an equal 
amount . I t hought tha t Viner would almost pass out when 
Ickes said this . Thi s discussion in the vaguest terms had 
been going on for an hour and a half, I getting more and mor e 
restless - when the President turned to me and said, do you 
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Those nresent at Conference No . 1 -

President Rooaevelt 

Secretary or the Treasury !.!orgenthau 

Secretary of the Interior Ickes 

L!r , Harry L. Hopkin a 
Adoinietrator, Pederal Eoergency 
Relief A~nietration 

Ur, T. J. Coolidge 
Under Secretnry of the Treasury 

~. Herman Oliphant 
General Counsel , Treasury Depart ment 

l.!r , J nco b Viner 
Aaaietnnt to the Secretary of 
the Treaaury 

).!r , D. ll'. llell 
Acting Director or the Budget 
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!he Pru14eat ov.+Hw the fol.low1Dg .. t ten for db­

cueioa, 1A which the Treuur7 is 'fi ~ illtereate4 troa 

the at.udpoiAt of fillulci.D.c• 

'Diat all r.u.t llboulcl ceue OD • apecit1ed date 

ud thet IIYW%7 o .. out of ~eDt ebould be gi.,.a • Job. 

!he ~ direct reUd th• ill adatelloe ~ be the pauper 

reUet, wtdcb WOI:Ild be eapplied by local ao•m-t&l. Wlite. 

Be etate4 tllat tbia llight CO'nlr • prograa of three :yean 

eoatill& t&,ooo,ooo,ooo for the first :year, tt,ooo,ooo,ooo for 

the MoODd :yeaz IIDd t!,ooo,ooo,ooo for the third )'IIIII', or • 

tot&l. of $12,ooo,ooo,ooo tor the ~ear period. !be 14M 

1a that this wuul4 .ufficieotq prille the .-P to the poillt 

where illdutr:y ooul4 reU..w the Go-t of turther bwdu. 

Poeaibl.e proJecte for thie propou which wve db­

culllld holnded eJ1.Suti.Oil of ella diat.riote ill the l.a'pr 

oiUeiiJ the build1ne of low-priced hov.lea lllld apa.rt..DteJ 

the h•tld'ng ot a t.rue-tilleDt&l. hi~ troa Wuhinctoa to 

llua Fruciaoo, tt~~Jr to eix ~ wideJ the COillltnloUoa ot 

nw ud \llldar paBMII at rail.l'oad croaaiap IIDd the 1111181'&1. 

s.pro.,..t ot the re1.lroad atruct11reJ lllld the 1apto'f' t ot 

ri'f"'lr 11114 b.arbozo wwk ud ater tnaaportati.oll tacWUea. 
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In geueral., the dUcuaei.oll -.. Uaited to .. u­

llqldd&Un& projecte. In OOIIUCUCD with - o~ the projecta, 

aucb u the tranaccat111eatal. hip~ aDd the •H•1n•Uca ot 

llua diatricta, it wu thou.sbt thet the Goveruaent aigbt pt 

a IUbet.anual return or ita 1101117. Thill could be acCOII)lliabed 

85 

b)- Hlltill& the houaee ud apu'tllezlta buUt in the elml dUtricta, 

tbua operating th.- 011 a ca.aerc1&1 buh1 aDd u to the trana­

cODtine~~tal. higbwq, it aigbt be repaid either b)- exaotin& a toll 

or b)- the purcbaee o~ a etrip o~ l.alld cae a1l.e wide aero.. the 

enUre COIIIltey and the e&le ~ lota to the public. 

the President -rated a IIUaber o! wqa ot pro'ri.dillc 

l'ullde which be said woul.d be advocated 1.a tbe 11ext ContereiiCI. 

ODe wu a bolld issue, ODe-third 1n lllort.-t.era 110ta1 &lid 0111-

tbird 1n $ abort.-ten& bolide 1 both axcbengeable at ~ t1.ae 

tor CQ11ellcy1 the other third 1n loa& tera bolide DOt 10 excbeng._ 

able. .&DOtbl:r eugpe~ wu loau to .micipalltiae, etc., with.­

wt inta:reat, to be oonred b;r the ieiiU&JICe o~ carrenc;r which 

would be &IIOrUzed at $ a ;rev throqb a pledge ot the receipts 

trc. the pubUc 110rb 1n..olftd, the cue UDder ccaaidera~ beiDa 

a •tar e;ret.. .f. third ~~~&~&eeUoa aa ~or eelt-11qu1clat1111 

J'edere.l proJecta such u a tra.neooat111ental. hisb"T or ella clear­

- aDd alao 1n..olftd peJ!Dg ~ar tb• 1n aewl;r ielnled 011rreD07 

to be &IIOrUsed aDd retired ov.t ot receipts. 
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Lep.l 4elq8 ill c-ttille uu. to lacS .. eSt···-· 
'Die ._ IOI'It 171'- ot t=rd'•te MilliN aa -thud u a -. 

Gilt ot Udl cW't1cnll •• 
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Those oreaent at Conference No· 2 -

President Roosevel t 

Secretary of the Treaeury ~rgenthau 

Secretary of the Int erior Ickes 

J.:r. Harry L, Hopki111 
J.dminhtrator, Federal El:lergency 
Relief J.dmilliatration 

~r . J oseph Kenned¥ 
Chair~ . Securities and Exchange 
Co1111niuion 

Mr. T. J. Coolidge 
Under Secr etn.ry of the Treasury 

Hr. Hercan Oliphant 
General Oouneel , Treasury Depart ment 

!Jr , Jacob Viner 
Assistant to the Secretary of 
the Tr easury 

L:r . D .. W. Bell 
Act~ Director of t he Budget 
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COI'IFl!!RI!NC! AT mE 'II!I'1'K ROUSB, 8:30 P• m., 
Wl®ik:IUAY, OOTOBBR 10, 1934. 

88 

A.t the laat con1'erence on October 1 , the President outlined 

no propoala wbich Jlaan. HopkiDe and Icna were to atuG7 and aubmit 

a report 011 at ~hta conrerence. A copy ot Ulat report h attached hereto. 

The Preaident read tbia rapori and in g:>ing onr it be 

quoationed t he aattAate ot Mr. Hopkin• coYer1ng the contribution ot Stabs 

and local co~tiea ot poo,ooo,ooo. In tiniabillg Proj ect No. 1 , he 

aid, •w. will put thie program down at c oo" t ot, say, 12,!500,000,000.• 

J.tter tlniahlllg t he cmtlre report the Preeident llllggeeted tbat n con-

alder the public work program which would require an anDual outU7 ot 

f $6,000,0000000. He re.ieed t he queetion ae to whether thia public wol'lt 

program could be co.rrted out on t he baaia ot wages which would be eo 

UDattre.ctiYa tlat the people employed t heraaa would prcapUy abltt to 

1nduatry 1t it 111111reaaad 1 b ~<CthUy. The Secretar:y ot the 'l'realltlrY 

aid tbet he bad not - anytb.1ng ac tar 1D the AdMinhtratlon• a 

program ot public worlta which would indicate tbat a nft progrea could be 

ertect1Ye before the lut halt ot Ula tieoal year 1936. He 1111.nted to 

know 1t under tboae oondit iollll 1 t would not be neceeaary to continua the 

relief pr~ under Kr. Bopld.ne until the publ1o worlce were fully 

ettaotin. '!'be Prallidant aald that the Publle works pro81'Ul wbioh t ba7 

now lla4 in a1114 would be c U relY dltterllllt ~ the 0118 now 1D OJ181'1lt1Cil -

t)ad thaea publio wol'k programe now COilt-.plated would be oantral1M4 1D 

oartain aecttona ot the COW1tl7 and would be etandardized, Wbereaa 
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the present public work 1a eoattered t.lu'o\l&bont the 001mtry and each 

projeot baa to be oonaldered -eparatel:f. He bad 111 aiDd 111 etatiD& that 

they would be centralized and et&Ddardhecl, that the d1a elear&DOe, tor 

em.arplo, could be drawn up on ODe etande.rcllaod p:roeze.m, and tba t stand­

ardization applied to all alike. 

Seoretary tokes acroed that the ntuatioll - we.e •t1re.ly 41f• 

teront t:rom t~o a1tuat1cm aining d the tUul thq oo1udclere4 the or1g1nal 

public work progt'8111. Tho President thoug!lt that we could ha't'e tbrea lllillion 

JMn at worlc by no:r:t tall. '1'llo Secretary of the Tre1.J1U7 ee.ld tbl.t this 

llllght be true under plane the. t the President ha4 111 Iliad, but oalla4 a tten­

tion to the tact that prertoue programa cont•plated the 't'ffrT -e thing; 

howe't'Or, instead ot putt1118 two or three lllilli on people to work by certain 

datea, there were p:robably l eee than ti't'e hundred thouaand. 

1o1r. Oliphant raieecl the queatlon u to whether there could not 

be a 't'arlat1011 or the prosram by gradue.ll:f ezpudtng Ule oonatrucUca ot 

eelt-11qu1dat1ng projeote lllrttl all ot the people are at worlc an4 

rellet :rolb are aboliall.ecl. Tho President •td that thle -muld bring up 

the old queat1on ot balancing the budget. wr. Kennedy aald there we.a 

eerloa. cJoubt 111 hie Iliad aa to Wbether you could lay out an i ndefinite 

plan and thtn tillmloe n, and Mid 1tlat in order to tinaDOe a -'-in 

progr£JD, be thOQ8bt you ~~~~~at ban a detinUe plan w1 tii.1D tlud 1111\i tat ion• 

u to l!aount and probabl:f u to period ot U• onr Wbioh it 1e to enmd, 

eo tlat the oolllrtry will look fOrward to a hlllam~ed budget &nor that 

tiaa. 
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The Seo,.ta:q or the Trell.Wl"J' atated that he would Uke to baft 

a program laid down tor diacuaaion 'llhioh wou1d gi.Te the wont po .. ible 

ptotun - aa , tor lllllllpla, U.at U.a 'l'r_,.,. wou1d be oalled Upcllll 

to tiiiiiUICe relief t or e&T, ten, twel.Te , or nn- -the to -• and 

then the aelt-llquidat1118 projeota wou1d etart With pe.,_nt of -aea, 

at en e.Terage Je&rl:r 11118e tor U.e peat two, three, or fiTO ;reen, whialt. 

would be so low aa to proTide an i.noenUTO tor t he sployee to n1 toh 

OYer to induatl"J' aa eoan u it piolta up. The Preeident etated that, in 

other _.do, what the Secreta:q ma thinltin8 ot-.. ee..u\1al:cy Plan 

!fo. s . He inquired u to just what " oou1d do to start that prosz-. 

Seoretal"J' Iolaia aaid tbet it it 18 cleoided to atart on ProSl'&A lfo. s , 

he would like to reopen hla engl.neer otrtoee in the field W1 th a new 

t o aooept1JI8 applioatione tor eelt- liqu1det1ns projeote and baTe U.e 

plane all drawn an4 a datW to progru. eppi'O'I'ed b:r the tiJoe Concne• 

enaota the neO .. II&l"T legl.a.lation. He eaid that he conld lNHd roada 

whioh would include the 'l'raneOontinental. B18h.a:r it f ound adTi•hl• , 

and oou1d carrr on the Central Valle:r project in Calitomia. 

The Proaidant nnted to know how these aalt- llquidetins projeota 

oould be finanoed . He thousht it would be poui hle to eell no 1110re 

tb&A appron-tel:r one billlon dollar& ot state IID4 looal. Ulli t bond& 

t or theao eelt- 11quidatill8 proJect&. He did DDt 1hink that we cou1d 

eall bonh acainat •1- olearance proJect., but tbat tba Oonm.nt 

would baTe to rtnenoe thNe Gilt ot ih 01111 tunda and the take a ollaloe 

on sattins thia 110ne:r baol:: through the open.tion ot the houaao cd apart-

unt l:Nildl.!lga on a oo• ..,.,r,.,ooial baaia. 
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Mr. S:opiWLa then aaid tbat be thought 1bat tb1a 1!$ther1ng could 

ban a picture ot t he relief ettuatton aa it ia prNente4 U. h1a ill 

hundrecl.a ot telegl'Uia and letteJ'II and oontaJ'IIncee w1 th hie apnoiea 

tbrougllout the oountr,r. He stated that ba bu att•pte4 in aatttnc up 

J'llliet asenoiea to eecure t he eal'Tioee ot the JIIOat able bwsille .. - ill 

the oo~t)'. Be stated t hd the raHat probl• ia appollsng - that 

'lhile the;r are now apend1ng appron.e.tely tuo,OOO,?OO on the uerage 

per month, it ehould be approld.Aahl7 t1fi7 to eennt,.-ti'n ailliOil 

dollars larger. The people who are laD411DC thea• probl- tbroagbolrt 

the oountr7 paint a ·nry di-1 piotura ot the altuation - that ~· 

on relief :rolla haTe DOt euttio lent to aat aD4 laTe not euttlcient 

olothea or bouaiq taollitiN. llan;r wonder juet bow long w oan oe.rr,­

on a1cb a atruoture, end it the aTerage JIII.U Oe.DDDt aee a job in al~ 

w1 thill lhe llo8Xt eightMil .antha, he won4eJ'II it w are n.ot M&ded tor 

aerioua ditticultiea. 

The President then eei4 tlat be would like t or lolr. Hoplcina an4 llr. 

Iolcea to reiiWIIG their atud;r and aat up n tentatiTe aohedtll.a ot a progrea 

which would giTa a detini te data when tin a11110D people oan be put to 

work. He thOUGht w a1ght atart u an objaoUT8 the eplo)'iDg ot tiTS 

.1111111on people, and t!laal gre.d~ally dac~ it to, aa:r, three 11111111on fOr 

the saoOild )'SCU' , one million tvr 1:.he ihir4 Ytar, ad the tour\h "ar it 

would diaappaar. 

'!'ba Seoretar)' ot the 'l'Z'-.SQZ7' thOQSbt ~t aa a T«rT ~Pod 14aa 
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and tbat 'll!at he would 11Jr:e to haYe would ,. a definite program ot thie 

obare.cter , aetting a definite dat e aa to 11be the relief ~ Will 

c- and publ1o worlal Will talr:e it onr on the basis stated by the 

President. J'or OXUJp].e , i t Jlr. Ickee' eD&inHre oan la:r 4D111l a )R-opaa 

Whioh Will ae"'M the blade ot putting ti'n aUllon peopl.e to woJ:'k Oil 

MJ', Jfanmber l, 1113!!, and decrease ao 111110b eaoh year 1111t1l elia1Jiatecl, 

that Will giTe the Seoretary ot the TreaiiUrY a definite prograa tor ccm-

a14ero.tion a a to how euoh a prosrem oan be t1U~Utecl . lie would lJ.lw to 

tt.ke tbat program and gin i t lutmaiTe at ld7 tor a period ot, ea:r, ta 

daye , and the c- baolc to tho contercoe with a detinite an- u to 

wbether or not it oan be tinaJICed by the Trea.eur:r. 

'l'he oonterence adjoumed at 10:30 p . m. 'l'he data eet tar a 

further meeting waa 8:30 p. m. on T\leeday, Ootober 16, at whioh tiae 

11r, Ickes lll!d \lr, Boplr:1n.a Will l!BR a further report. 

- oOo -

Pnai det Rooeenlt 
Seoretor:r or the Trea11.1ry lobrgatllau 
aeoretal'J' or tha Interior Iolr:ea 
Kr. Barry L . Boplcina, Adm1niatrotor, Federal 

Jmercanc:r Relief ~n1atre.t1an 

)lr, J'Oaeph X.lllled:r, Cbair..a, Seouritiea .llD4 ZDlaD&e 
C~a101l, 

Mr. '1'. J'. Cool14&a, 1J'nder Seorflal')' at the '1'r..ar7 
111'6 Hanan Ollpblmt, O.val Colll18el, 
~ Dlparllllant 

1111'. J'aoob Vf.DU', .uaietant to the Sec rotary 
ot th • TreUur:r 

111'. D. w. Bell, ACting Direotor or the Budget 
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TO: The Pree1dent 

COP!' 

Ootober 6, l9S6. 

A National Work and Reliet Prograa 
trCD J'ulz 11 193151 to J'ulz 11 1936 0 

93 

A Work and Rel ht Program tor the t:n1hcl states ay be d..,.1opecl 

w1 thin one ot aeYeral IP801tic tl"" lfOJLDo 

Reliet without new Publt.o llorb 

1. We llal' continue our proaeont set up, 8Xpi.Ddilla reliet e:q>endi­

turoa and illprortng the quality ot work done on work Nliet ~ u 
required, end m1nta1Din8 the c. c. c. oampa. &lch a prQSl'lllll will coat: 

Reliet • • • • • • • • • • • • $2,,oo,ooo,ooo 
Leu obtainable State 

and 1oM1 tuDela • • • • • 300,000,000 

LcaTtn8 tote.l required 
Pederel tunda • • • • •• • • • • • • • •• tz,1oo,ooo,ooo 

c. c. c. O&llpll • • • . . • • • . • • • • • • • sso.ooo.ooo 

Total: 12,430,000,000 

:rhia pr06l'SJa ant1clpctes a lll1nilllum ot 2,000,000 persona on work 

reliat and a ux!,... ot 4,000,000. 

It t he c. c. c. oempa ••r• d1aoont1nued and the h&ili .. ot the 
boya put on rel1et, that elqlend1 tura wollld be eliainated and re11et ex­

pend! tune would be 1noroaeed only by t90,000,000 'llh1dll wou1d make the 

total outlay ot r.deral JUDd• tor Ra11at ••• • •••••• $2,190,000,000 

All tun<l2 1D41ccte4 abow woulA be direot gre.n\a wMcb. wonld no\ be 

repayable an4 .,u14 all be met tl'OII present and t'lltur. taxation. Bow&Ter, 

it ll'll&t be re•berecl that much ot the oonetruotion dona with 'lllll'k rel1at 

lebor ia 1Drk th'lt wollld othenriM ao.~~etll!le be dona out ot \a% t\mcla, ancl, 

wb.il e the tunds o.re no\ aaortized attd repaid, the tax payers u. •.UC the 

axpnditure fl parba_pa ona-tourtb. ot th- tuncla. 

One billion doll.ere a4ded to public worka 

2, t.ew11pt1on •Y be me.da that raliet will be continued to the t'l1ll 

lia1\a neo .. •ry, but tlat $1,ooo,ooo,ooo will be upended on Publla 'lorb 

act1Yit1ea tllrllo\CIIC>ut the country OTar ancl a'bon prea•t PUWo 'b'k.e oon­

tfto\a DIS ~-.nta. It 1• al.eo e.aauaed that thia will lMke a reclu.ot101l 
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in neceaaary reliet expendituree at Jl'ederal tullds at ~so,ooo,ooo. Ill 
thie case tbe estimated .min1null expeadi turea, ta's:ing into account pou1ble 
looal tund11 tor relict, I.U'e the roUDwine: 

Rel1et e~enditurea • • • • • • • • $1, 850, 000, 000 
Public !forks expe:~di tures • • • • • 1,ooo,ooo,ooo 
c. c. c. oampe • • • • • • • • • • 33o,ooo.ooo 

Total: $3, 180,000, 000 

Or this 1t !lollY be lli&UIIIed that $400,000,000 ll0ul4 be OU loe.u 'lfl1ah 
wodd be repayable, thua .mkiDg the total outrigbt Federal Grants $2, 780, 000, 000 

3 . J.!nx1aa d!J!eodeMe on relief throufl Public Wor ka 

It Federal tunda are .~~~&de an1lAbl.e onll' tor the rel1et or un­
plOJabUa and a broad work program 1a set up tba t will put eoough or tl» 
llllplOJablea at work to met t!le a1tuat1011, It would appear tba t we llhould baTe 
to mke tile tollowing e:q~..,diturea: 

Rel.iet • • • • • • • • • • • • • • 
Publio Yorke • • • • • • • • • • • 

Total: 

• 0 0 

0 • • 

• 350, 000, 000 
6 , 000, 000, 000 

$6, 350, 000 ,000 

Tbia program aeeumoa reaching o. peak direct EDplo~nt at tl ,ooo, 000 
man. Tbare ax1ata anilo.ble work to be done which ou rep&T its ooate <trv 
a proper period or amortization it tull local 11Dd s t ate responaibilltT ia 
inToked to bring euoh repa~ut . Probabl;r $1500, 000,000 'I!Ould ban to be put 
out on direct grants or would baYe to be uaed tor Jl'edaral Projects, ao that 
the;r would baYB to be taxed tor; although IIIUoh or th1a e~anditura will 
eaYa other end lAter tax tund expenditures , This, with the roller expen4111Dra, 
would make a total at ~n41turea to be ..t out or preaODt and tutllre tax­
ation or $860,ooo,oooo 

SeTere.l. oonai dem tiona are neoesaa17 to t he suooeu at auoll o. 
progrnm: 

A. It would need to be sot up on a continuing be.!lis ao that it 
loaka tor'III!U'd to tbree to tift yee.re or deYalotamt and aot1Ylt7• It 1a 

probable that by tba ecd or lB .DiOn"ths the rate at alQ?8nd1turea 08ll be re&tced. 

B. Prices at matsri.al.a will he.Ye to be reduced . J.!anutacturera 
ou 4o this it the;r are looking rol'<lard to a three to t1Ye year prograa. 

c. 1fap re.tea 111118t be deteDiined in ooneiderntion at an annW~l 

wo.ge. It set up on a weekly or monthl7 rather than on a 6llly or hou:rq be.a1a, 
thie oa.n be done in 1a10h e. '1187 that {ll'Oper 811Jlual eam ings m:r result 111 thout 
llllllntaining diatortiona 1u tbe • ge atruoture . 

(Si~ed) JIARRT L, BDPQRS HARlLD L o IC!l!S 
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Those _urea en\ at Conference !lo. 3 -

President Roosevelt 

Secretary of t h e Treasury L!orgenthau 

Secretary of the Int erior Ickes 

Lr. Harry L. Hopkins 
Adcinistrator , Federal £Qer6ency 
Relief Adcinist ration 

Ur , J oaeph Kennedy 
Cbaircan, Secur1t1ea and Exc~e 
C o.masion 

Wr. T. J . Cool i dge 
Under Secret ary of the Treasury 

Ur. Herman Ol iphant 
General Counsel, Treasury Departcent 

Ur, Jacob Viner 
Aaaist ant to the Secretary of 
the Treasury 

L!r , D. W. Bell 
Ac t inG Dir ector of the Budget 
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No. 3, 

CONFIDI'Jllrl.U. lo!EI.I)!WmUil OJ CONJ'ERJ!:NC.I .lT TK& WHITE 
BOUSE, 8:30 p . 111,, ON TUlCSDAY , OCTOBER 16, 

1934, 

9S 

~ne Pres ident at&rted the conference by referring to hia recent 

eonYersati~n with P.ua . ~ll Le~ftnewell, formerly .lssistant Secretary 

of the Treasury. 2e ata ted that he had aeted Mr. Leffinewell what be 

would think, fro•n the standpoint of f inances , of a sehece (l) to provide 

r elief on a modera t d sea le and in addition public works on a large scale; 

and (2) to prov ide r el i ef on a laree sea le with puolic works on a moderate 

scale. :!r . Leffingwell apparently did no t give any de~1n1te anawere at 

the t ime of his conf er ence, but agr eed that wnen ne went back to New York 

he would t hink the matter over and give the President a definite r eply 

i n writing . The Preai dent r ead l!r. Leffingwell ' s l etter, which wna a 

repetition of the many s t a t ement s hea.rd bef or e to the ef fect t hat continued 

l arge Government expendi turea wi l l ser iously affect the country nnd r etard 

improveoent and moke it i~ossible to proceed with the canitol corkets . 

The President then tol d about his confer ence "ith Jackton Reynol ds , 

putting nractically the same ques t i ons which he had put to Ur, Leffingwell, 

l!r. Reynolds ' reply was that the sums could be financed ond would be 

f inanced if either p roposal i s t o be the Gover nment's program. He stated 

eophatically that it wn.a t he duty of the Federal C:;v erncent to t oke care 

of the uneq~loyed even if we know t hat we nre beaded stra ight t or national 

bankruptcy, Thie i a n strong statement wnen you consider the character 

of this man, 
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Ur. Kennedy aaid that he could not agree with Mr. Leff1Dgwell 1a 

attitude in the matter; that it was hie opinion that as soon na the 

Securities Commiaaion'a reguletiona are out the capital market would 

immediately be in a position to move forward, He hoped that by the end 

of this week they would approve the lnrgeat aingle piece of financing 

cinee 1929, namely $25, 000 ,000 of Republic Iron and Steel. 

The President then said he would l ike t o discuss for n moment some 

of the construction problema that had been running throu&h his mind for 

th e ~est week, one of which was the electrifi cation and 1Datallation of 

codern pluribing 1~ low-coat dwelli~ houaea. HP call ed attention to the 

feet that a project of come kind had been started by local authorities 

97 

i n West Virginia. They had electrified homes nnd put in modern pluobing 

and there is no doubt in the minds of the people in charge that the money 

will come back into the local Treasury. He aaid that the Tenneaaec Vell~y 

Authority had done a ~ood Jo" iL thia connection by tak~ over the power 

pl ant in Tupelo , Uiaaiaaippi. They have cut the rate by one-half ond 

after six conthe ' operation the consumption has multiplied by two and the 

&roes income is no less than it was before. He thought that thio was a 

field for the Government representative& to give a great deal or considera­

tion to for the ourpoae of ascertain~ whether or not the Government could 

fin~ce the inatallation of power linea &nd electrical appsratua in homes 

t hroU£hout the rural aectiona where they have not already been installed 

by private conoerna. 
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Hr. Hopkin& then eaid that he had. on Monday visi t ed wi th t.lr . Henry 

Ford in Det roit. Yr . Ford apparently waft qui t e in sympat hy with the 

orogram to decentralize induetry in the United States and he eaid. he was 

prepared to build lix plants itl!lediately i n aey place in the United St ates 

in connection with this progr~ He aleo aaid. that he could build annually 

6 ,000,000 care and t hat he hoped before long that ne would be able to put 

n car on the anrket at a pr ice no one hae ever dr eamed. of. He aleo said 

tnat he looked forward to the day when he could not only mnnufacture 

6 ,000,000 cars but could sell 6, 000, 000 care ana could sell them cher~er 

t tl31i any other lllf.lllufacturer , llr. Ford aaid tb:lt ile could tocorrow put 

nin plant on a eix-hour basis. 

The President t hen read the r eport euemitted by ll.r . Hopkins nnd 

L~r . Ickes , a copy of wh ich is attaciled. In going over the chart the 

Pr esio.ent asked t he queetion as to whet ner t ne figures under llo . 1 referred 

to city ilousing or if it i~cluded rural housing also. Mr . Hopkins replied 

tnnt it was only city housing, wncreu,on th~ Pre;icent stated tnat the 

figure was too high and suggested that it be changed to show one billion 

for sl um cl earance in cities and one bill\on for rural housing. Hft thought 

that we might well epend this amount of money on t he two projeote auggeat ed, 

out di d not belieTe that we could apend two and one-halt billion dollars 

in any short apace of time in cit iee alone. He alae thought that the city 

nouaing should be confined str ictly to Ill= clearance. 

Item 2 would depend entirely U1"10n what is eTentually done wi th t he 

rn ilr oads. The Pr8eident doub t ed if t nere are mor e than two linea in the 
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country today thAt onn borrow money with nny hope of ita being repaid 

without renrr~ement of ita capital structure, He thought, therefore, 

tnat the railroad i t em ehould be eliminnted from any consideration a t 

thh ti.J::Ie. L!r. Kennedy &llg6eated t oa.t at least $100, 000,000 migllt be 

enent on railroad care alone. He called attention to the fac t t~t the 

railroads had now on hand a large number of care of 40,000 to 60,000 ton 

capaci ty, He eugceated new cars of doubl e or triple this capacity so 
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that one car would do tne work of three. The President ~ediotely raised 

th~ questi on as to whot Pould ~ppen to the indebt~_nesc alr,ad.y ext~ting 

on tne old equipment. ldr . Kennedy suggested thot t 'li& would merely mean 

tr~t the two would be cocbined , which would mean a lo~er amortitation 

term for the combined indebtedness . 

As to item 3, it wna agreed that extencion of power linea might 

be essential but it waa thought that thie could no t be used in the next 

nine t".Onthe to "mploy any great number of people. It was agreed that 

this ite~ should be eliminated. 

On item 4 there was obviously a ••ia take in toe figures for the 

cost of l?600,000 per mile for express hil'hwaya. It was apparently intended 

for $60, 000 per mile , 1n which case tne total coat should be ~600 ,000 , 000 

instead of ~.000 ,000 ,000. ~nere wao a ger.eral discussion of thia matter. 

It ia very questionable as to whether the GovernDent could hope to aecure 

repaymen t of t he oone;y 1aveated in thil undortL'<ing, Tho Preaident 

o~geated tn&t for thia item we put down $500, 000,000 fo r the fir s t ;year. 

As to item 5 tor grnde croeaiD61 , doubt waa also expreaaed about 
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ita r6~nt. It io quee tionablP. whether railroads could Afford to 

repay the amount inveated and certainly the lo~al communitiea would 

not went to do it. It was gener ally aereed that this item wo5 or the 

aaoe cnnraeter aa item 2 and nhould be eliminated. 

!'ne other two items, namely, non-Federal projects and water 

reeourc~e , w~re not diacu~sed to any great extent, 

The discussion then shifted to the tranacont1nental highway, 

Tlle ouestion wns r ahed as to rrhat sectiona would benefit t:he moat by 
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an imoediate e~enditure of money~ for thia pu_-pose. Tne Preaident seid 

tnat t ne fUnds certainly should be spent in coor~itiea havinc the 

e reetest unemployment problem. He hnd been thinking about th i s trans­

continental highway and wondering if we could not plan it so that 

~ventually we would have four croGa-country hi~weys and four croaa-

ro~~e runniD6 north w1d south, plus any branches tnct may be necesaary 

t o eo out into the varioua States. The projects should be centralited 

ao t ha t they would drow labor from all or the svrrounding territory. 

For inatance, a project ei>ould be sta.rted, scy , at some centrnl poi.nt 

in the Hew Enelo.nd aection and then drnw lAbor fro~n tile whole of the 

:;ew E"E:land t erritory. It would not be neceaaary to build all of these 

highways at one~, but the project could be otcrted wbere the unemployment 

is tne greatest and ~adually extended into the sections least affected 

by the depress ion. It wil l be Ala hope, &fter the highways are completed, 

to build houses along such hiehwnys and aell them as homes to the public 

with a fairly large plot of ground , say aa much ns twenty acres. 

The President asked the Secratary of tne Treasury if he wac aatisfied 
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with the information watch had thue tar been develored, The Secretary 

said that he would like to s-,eak ouite trMkly on the subject. He wnnted 

the President to '<:1.0w that he felt 3beolutely C?ld to the whole pr opo•Hi on, 

He hnd seen nothing in the program subaltted tonight or any other nl~t 

on which we could so forw~ with 3Dy definite plana whatever. Re waa 

nopin& that he could get reporte from Government engineer s wno are qualified 

to speak on it and get their views as to just when construction could be 

eXQected to start and what the cost would be for these projects under din­

c~ssion , He call~d attect!o~ to th~ fact that we have varioua organizations 

well equip~ed with engineering s~ffs . He referred to the Army and the 

Procurement Divis ion of the Trea uury. He thought that the mBttera diecuaeed 

should have the imMediate consideration of the Good Roads organization i n 

the Department of Ac riculture, the HomA Cwnera' Lo3D Corporation , the Farm 

Cr edit Adminis tration, Md ?ederal Houein&. The President added the llational 

f!eoources :Soard, The Sllcretn.ry tail! that he was quite certain that todaJr 

tne Federal Government was entering \nto contracts to carry on public works 

\'l ith no attention wnatever being g iven to t l'e question of t e.k:i:'IC people off 

the r .. l ief rolls t o CCU'ry on such Federal work, J!e thought thiR wo.e 1n.,ortMt 

ond brougnt home to h.im his prev\ous SU&Beatione that all of this work chould 

be concentrated in one place so tnat there could be central i:ed autnor1ty to 

deal with public work• and to ley down definite policies with respect t o 

relieving unemployment and reducing relte! r olla. 

The President then direc t ed Ur. Icl<ea and Mr. Hopkins to 5et c. corps 

of encineer s and cubmit t o them these p roJecta; have them survey the aitua­

tion with respect to legislation nftl'dod both •n c ... n ....... "~ :.n~ '-n th• State• 
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so that there would be no delay in the acquisition of oroperty , etc, , 

fro:~ the time >ie nre rft:>.t\:r to s~art; and aubmi t time schedules ,:,.s to 

just wh.:>t can be done. ~nia r~ort is to be avai l able in two weeks. 

It WllG underotood that this would be a preliminary survey and that we 

would han a discuaalon on it at that time. A deflnite tiUl'Yey could be 

=de during the ::10nth of lloveJIIbor , 'le would lu>v9 a meetine: ehortly after 

t ne President comes baclc from Warm Springe on December 6 o.nd have a definite 

r eport for Congress , inc ludi ng e definitely coordinated plan. The Govern­

ment should be rea~v to proceed by the first of February nnd the whole 

pro€]'SJ!I ehould be tn Collt)lete opere.tiol• next fall . In thh coMection 

th e Pr eaident told Yr. Hopkins that he tho~t h e should 6iv~ serious 

consideration to the effect winter weather would have on the projec ts we 

have had under discussion, because in cert3in eection9 of the country 

unemployment would increase in spite of the large Federo.l projects under 

construction because of the severe weather. 

• 
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6 !&,lou\ Work rrww. 

1101'k wbloh •111 A0'-11~ rM.,10T tllree to dx alllloe ... u4 

•111 ~rQduee uee~l thl ... \llat la t~ee1••• wtl l earD taa4e u4 re­

ftlt la lacr•~••d tu f'llad.l ao tll• t t helr c oet can be h rG"\7 rr,»al4 

evPeora a ece"a77. !e-.e the ht~'f7 t ndllatrtu are at a lower polftt 

\baa other tadaatrtea la the Va t t ed St • tea, c oaet ructioa ac t iYl \ ltl 

that • 111 dru Oft th• are ""'" · 

file 'Drocrea of -.,ork ahO'Ill d 'be u a4erhktll i ll fle14e where people 

Gall 'be put t o work quloklT, where ea.. plallnlftC extete, whsre t here 

h re"l oocld nMd, "•4 wher e the retvae wtll 'be euoh that the 'bondt 

proper per i od of .. ortls~tlon . 

loulbl t Wo£k t o 'bt poM 

IIOOUIO et&Ddo Ollt "' a , ... ,., 'PI'"eat _, of the OADtJ'T. fbh 

h P" !'UC'Ill&r~ tne of low coot houela« •htch hae t o be 'IN.Ut ua4ar 

'P'l'bllc o.,.a,..htp ao that 1t eu 'be d.enl ctoed w1th011t the he&YT col\ of 

..,r t•~ t e tla,.acl~ •ad tht exoeee or oflta of enacol • tl•e botldero. Thl a 

tTPe ot houolftC doee aot oo.pete wlth pr tyate 'IN.l ldla~ aad te ta 'Part 

the on~ tna of houel!l{: for • h l ch t lltre h e larp de ..... 

RAII1WAI!$ , .. , a creot d.oal of t r ack l8pr n•eat, obhf\7 llallaet, 

• l th coaoldero'bl e auaber of aew oul•arte end tlee, .... t.ahlla& wt 
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J \nok, u4 t.prn-n\ ot OINII\1'7 awl\ohea. fth h "1'7 larpl.T a llallf 

la'bol' J o'b, uotac a ..,. .. ,.,. propnUon o f 4lreo\ la'bo'l' UIAa .., a\Mr 

\Tpo of woltt u4 l\ b oaU .. '-4 \ka\ aMI&\ luaU \M 1111 .... of \M 

RUJU.L iLIQ'r!!D'JCA!JSf ol~ h a\-ln ot \be ,...an\ U•a 01' 

eo\ u-p fol' - donl~a\ oa ea ., .. keb. Wl\b. ...,.eaolH p'I'H.VO 

wo a i.C)l\ b.OJIO \o natl.T hon .. o \be J'Val uao of all oloo\rlo -,.-, 

!!x;p!U!SS HTOHUII wbtob. MpaJ"a\o hlp aa4 1 .. ••4 n4 oi'Otl tratflo 

be•o 'llooa c1heu .. o4 la \be paa\ ud •- M'IO ..._ -pl .. M4 aa4 a too 

3,000 •11•• ...,.. aoodod o f 'llhlab -per~• a \blr d h •-bat "Qildor -plaa. 

'rolla oaa 'llo OAUIOd 011 nab blpwt~Fa for a \'-, wbleb a44a \o \boll' 

.,..,..,..,.t -po .. l 'blllUoa . U 'broa4 r lp\-of-wqa ...,.. parob.aao4 UaoF wUl 

ba•• a r .-aal a 'l'alu a a t oonatdol'&blo lu..-n\, ,.rbope o...,._ 0'1'01' a 

l)Or l od to pq U.. ooat of tho bll!h!OIIF. 

GBA QI CROBSINQI aro an lllportan\ OOUt'CO of llCcldn\ rlu tnl\ -1'0 

l)&t'Uaular17 of traf tlo o.-pllc"U on• and d.ah ;r . Thoro an 2311,000 

l)l &eaa wh aro road• and atroata cr oaa ral l t'ooda, aa4 of tbeao a'lloa\ 

20, 000 noad to 'be ••11aratad. Ia ad.dl\loD to &Tado aopara\loaa tben 

..,.. a l &t'p - bor of t rattlo '1>7-ll•••••• uc1 o \bot' \J'attlo coatrol 

d.O'I'lc aa th" t noo4 tnll ldlnc. Moa t of tbaaa b..'t'a ol••• aaaaWb&\ ad't'aaoo4. 

a 
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der1a1to!, ~84er olaa, ~otb 1a water coa•orY8\1on ea4 1• trat~. •aot 

or tbe WS\Or 00DierY• t1oa or oJeotl trO 1D • ro • e wB.ro p~lftt10D lo DOt 

4oaeo aa4 thoro ooaeoqa.nt}T 1• aot tbo 8U8ber ot ~nalo noo4tac Jo~o 

t~t thoro 1e la tho la4uotr1al ooct1oao of tho couatr,r, but oa.e work 

obool 4 bo doao la t blo flold. Thlo would laelado work oa tloo4 ooatrol, 

4r&1~, Aftd t ho DQh}1e •~Ctl or lrr1~t10D, Lao4 and WAtOr W0.)4 

bo ••4o oYa11ablo for reoott l .. ont are•• · R~~taont ot arpoo4ltaroo 

•a.l4 bo a o4o OYer a lone nerlo4 throu&b ••••• ... nt on tho lao4 roola1ao4 
or benefHo4. 

Saae or tho per\laoat facto concernln« thooo t1elcle or • ork are 

per1 '>4 ..., be •-cl up •• ton ... Ill t o ,.her ·•t peO'Dlo ror • two 

baAdred da¥ oerloclt 

1leld t o·r r c\l 'fl\1 

8wo1nc...... . . . ...... . .•.. . . 
Rallroed e ... . ••..•••••••• ••.• '· 
Po••r t ine ; .. a l eaetone •.•• ..•. .. 
Y.:rpreu 11111ib•~7• ······ · ·• · • · •· • 
Gracie Cr o11l n.;o ....... . ....... . 
lfo t>-Tocleral ••••.••••• .•• •.••. : . 
rater Ret"'PCU"eea ••••••••••••• • •• 

fotal . .. .•• 

A«;•nc l ~ ! to Han4h tho frocr• 

P'res\ L:bor 

1,250,000 
97!:>, 000 
300,000 
400,000 
400,000 
1!00,000 
l l'f' . 000 

3.~.000 

Jnltlrect LAbor 

8" &,000 
300,000 

80 ,000 
400,000 
400,000 
400,000 
60·000 

:!, 265, 000 

A work procr,.. or U •h oort obi)Uld bo fiT"'IIOtocl rr .. • co11tral lllaco 

ta w .. hlactoa -- a olaclo cab1Do\ 4opartaont or ... ,~DOT a4alalotr· ttoa --

• 
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ud ahc>Gld r..U oe\ t o a -st.. deeoa\ralhaUoe to eala l ocal paruot...­

\loa And ~~r\. Central o oa\rolo, anctaaarla« aad fl .... lal a\aaAarda 

ohould be oa\ u~. Loo-l l7 l\ So oooantlal t~t ~aacloo ao olooo t o ~ 

&r01Uld wbaro t h o work h \ o b o dono bo found ~nc\ puo!Md lato a c\loa . 

Hwdy oaa b .. t llo handled '117 l"clbllc 'IOGd ll« co..,..,nU oao Mt •o la 

OAch clt7 or OOWit7 wlahla« \ o oar17 f or•ard tho oro&r•· A .s.,lo 

~ttora ot co~orato orC8al&at l on oh ould be aot~blloha4. The Ral lr0f4a 

t heeoelYeo would b e tho obYlouo ~onc7 for An¥ work t o be doDI oa \belr 

t r aetrac- aad tacl l l t loo . Po wer Llpeo c~n be bui l t b7 7 An.ero ' ~oaocla­

tlnllll -~ ~•• oow b o ln8 buil t '117 School 'oArdo, wh lch oerYo •• a .. r,r 

COod ... 11 d lo\rlc t but dOlO not ~lYI tho A4YADt~ of olaanlB« OYer 

... oral counUeo thftt J o lat 11/TOOMtlt of Count7 Co•aloohnan would cl•• 
lf 11Dtl ar t out. tn on • n ar e a f'atb •T t.hftD a \lt-oD 'b"ata . !prttt 

ll lrllwaye •nd Or • d o Cr nulnp c •n but b e b oncllod thr0\14!11 tho Sta t e h lpo 

• •7 de'l)'lrtCMin to unde r tho ouoorY\olon •nd d l r oc U ' • of t h o Joderd 

'll«h•a;r dft>Art • ont of tho oanrd S\!ltu, ol nca oooot of \ hh work would 

bo oo St• t o hlgh~a;r • or oo otr oat o trlbutar,r t o ouoh h lCb•OJ• . Ia al­

IIOot .oll S\ah o tho h1Cb•07 40'1)tor\ .. n t bao • .. \ hod of oo~raUn work 

oa otr ooh and on local ro • do \hA\ are ao\ aotuall7 1>•rt of t h o hiCbwq 

•7•toe. All ot theoa •«ancloo would be tie¢ l 11to the c oatral oao la 

•nohln,.t oa . Wor k 011 water r••os•g ao would be b · ndlad 'b7 rool~•\lon ••4 

dr aloaca dlotrloto .adar aslo\lac otatu t oo. 

u! D"fte t\\ of " OMT A4.1l!'!0!4 

It h drolr•blo t hat H be claarl7 u.ndoro t t'lod a nd lnton8a4 \M\ 

'PrActlc• IIT • ll of t h e e ono7 " " • ' nood ' ' " ouch a nr oj:I'M oh•ll b a ronald. 

• 
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think you could finance this . I then said this program 
leaves me absolutely cold. The President said you sound 
like Leffingwell and I said, I wish I had half his brains. 
The President in a sarc~tic manner said , have you any bet:..· 
ter suggestion and I said, I know whenever you offer any 
critici sm you always subject yourself to this kind of an 
attack. He said what is your suggestion and I said I thirJ( 
Hopkins and Ickes should bring in a report as to a number 
of self liquidating projects which will be backed up by 
engineering reports which are so good t.hat nobody can tear 
them apart. Furthermore, I said, I consider it equally 
important that we have one agency which does the spending 
of this money and I think that this set-up is just as im­
portant as the first proposition, namely, the proJects . 
I 1~as under the impression that the President did not like 
what I said . Hopkins remarked that he thought I was un-
fair and how could I expect him to come in with finished 
projects . The discussion went along for about another 
half an hour and much to my surprise the President sai d -
to s um up - and repeated directly word for word what I had 
said , namely, that we would meet in two weeks when Ickes and 
Dopkins should bring in complete engineering reports showing 
what self-liquidating projects could be undertaken and that 
in December we would take up the question of what kind of 
an organization should run these projects. I then stood up 
on my feet and said, I thi.nk we ought to go home. Before 
leaving , Joe Kennedy said to the surprise of all of us , since 
listening to this discussion for two evenings , I have changed 
my mind and I am now in favor of the Public Works Program. 

October 17th, Wednesday, I had lunch with Hopkins 
and went over the whole s ituation with him again. I said, 
Rarry, why don' t you start and demonstrate t hat you can use 
the unemployed on self-liquidating projects. Be smiled 
and said, I started that last night and from now on we will 
try to convert our work entirely into self-liquidating 
projects to demonstrate what our organization can do. This 
of course pleased me tremendously . My executives keep 
telling me how very foolish I am to go along on the develop­
ment of this program with Ickes ·as I will find that our 
organization will be out of a job. I took Hopkins over 
to Procurement Division and introduced him to Peoples and 
Barton and told Hopkins to use these two men for the next 
two weeks to help develop the program for the next meeting 
of the President . 

This morning I had the most thrilling meeting 
with the President at his bedside which lasted for about 50 
minutes . He said I tried my best to get your eye last 
Tuesday night to get you to lay off suggesting that we have 
one organization do public works from now on . He said I 

' , . . . . 
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absolutel y agree l¥ith you but I did not want Ickes and 
Hopkins to get fighting over thi s at this t ime . He said 

U2 

I think that the road money should go to agriculture; that 
army engineers should do their share and I said t hat we 
should have one man to keep track of all of i t and that man 
should be Hopki ns and he said, I agree with you with the 
possibl e exception that we should leave with Ickes the 
financing of municipaliti es. I sai d, I even question that. 
We might even turn that over to R.F.C .. F.D.R. sai d I 
think I will try to get f rom the next Congress two more 
members f or the Ca binet and then have a general unscrabbling 
and r e- scrabbling of a lot of t he functi ons. I t hink we 
ought to have a post which would look after all of the work 
that N.R.A. does for business and a lot of the similar 
work done now i n the Dept. of Commerce. Furthermore, he 
said, the whole question of tree planting, public lands , 
national forest has to all be s t udi ed and he said, you 
know as much about that as I do . He left me with the 
distinct feel i .ng of encouragement and that he and I were 
seeing absolutely eye to eye on this program. 

I then told hi m that I knew s omething of the t roubles 
between Richberg and President Hutchins of Chicago. Be 
said I am havi ng all kinds of trouble but I told Ri chberg 
that I made an offer and agreement wi th Hutchins and I am 
going to go t hru with i t 100:( . 

I spoke to h i m about paying Bell the salary of the 
Di r ector of t he Bud~;et and I said I could increase his pay 
by making him Special Ass ' t t o me . The President said he 
t hought ~e might be criticized and I should find out if be 
could not get out an Executi ve Order making the position 
of the Director of the Budget civil service, and in that 
way Bell would not lose his civil service standing. I 
said how about the future if you 1vant to put somebody els e 
in Bell ' s place who had no civil service standi ng . Be said, 
that woul d be easy - I would simply rescind my order . 
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October 15. 19~ 

Lett.er from Crowley to Secretary, eub.mitting record of 
activities during past few years. 

December 31, 1934 

Crowley's affidavit that he does not own or control any 
stook in any State or National Bank. 

January 2, 1935 

Kesting in Secretary's offioe. O' Connor and crowley both 
present. Purpose of meeting to give Crowley opportunity 
to hear O'Connor's charges. 

January 2 

HU,Jr. called Senator Vandenburg and told him he would go 
into the case ; that either o'Connor will have to substan­
tiate hie charges or withdraw them. 

January 4 

Letter from ur. Farley inclosing letter from Kr. Coffey 

January 7 

Coolidge's report of investigation of Crowley. 

January 7 

Statement. prepared by Crowley ' s lawy ere. 

Undated - - (Early i .n January) 

Oliphant's reaction to Crowley's statement • 

January 15 

Summary and AnalYsis of memorandum dated January 15 

January 16 

Oliphant 's (?) memorandum on Crowley loans; faots suggest 
poeeibil1t¥ of violations of penal provisions of State of 
Wieconein. 

Japuarx 14 
Keettng 1n Secretary ' s office. O'C made charge that crowley 
hail employed a man who takes graft. 
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Karch 12 

O'Connor meeting with Secretary - - O'Connor will not 
press investigati on since Crowley had promised to resign. 

Jlarah 22 

HK,Jr telephoned to O'Connor asking for report on Crowley. 

!larch 22 

Letter !rom HI.!,Jr. confirming telephone conversation. 

September l3 ,1Q35 

Crowley wired Secretary !rom Chi cago that he will try to 
defer any drastic move until HU,Jr. returns !rom abroad. 

!larch 25 , 1Q36 

Letter !rom James Coffey to Secretary Uorgent~u that 
a Chicago paper will print expose ot Crowley's activities. 

I!!!.L_l . 1Q36 

Se~tor 'lheeil.er'!.e l6tter .to the Secretary (replied to 
Ma,y 5.) 

Jlay 5 

secretary's lett er to O' Connor that matter ehould be 
disposed ot without further delay. 

!Jay 5 

Letter !rom Crowley inclosing memorandum to Coolidge 
dated lUcy 4. 

)la.y5 

HK,Jr. called Mcintyre and Mcintyre is worried. 

l4a.y 6 

llcintyre 'e (?) memorandum to Secretary that certain in­
diTi duals who had dealings in the banking att'&1re ot wr. crowley are on payroll or FDIC. 
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Ma,y 5, l.QM 116 
Weeting 1n Secretary's otti ce ot O' Connor and UcReynolds. 
Pres ident will have conference tomorrow. 

MAY 6 

HW,Jr's letter to O'Connor that 0 1 C is in error when he 
says he gave Hll,Jr acknowledgment ot letter dated March 22. 

Ma,y 12 

Jesse Jones' request that Treasury not make a written report, 

Ma,y 14 

Ueeting at Whi te House with Ucintyre. HK,Jr recommended 
no action until Crowley had opportunity to prepare reply 
to Brown report. 

!.lay 18 

O'Connor' s letter to Secretary that Folger had exam ined 
report made by Brown and Crowley was an otticial ot the 
St ate Bank during peri od covered by report but not offici ally 
connected with a State bank; t herefore Comptroll er's 
ottice not required to initiate action. 

Ueeti ng at White House with Ucintyre . President consul t ed. 
Decision later. 

JJ&y 21 

Weeting 1n Secretary's ottice to iron out diffi culties 
over dispute as to whether Stdl.l.te ot L1111itatione baa expired. 

!lAy 22 

HU,Jr ' e conversation with 
Oliphant and l.!cReynolds , 
copy ot report to present 

the President , as related t o 
Decision to let Crowley have 

detense. 

Jul.y 2 

Crowley and McReynolds met with Secretary. Secretary told 
Crowley hie services entirely satisfactory but in view ot 
possibility ot critioiem against President tor retaining 
him, HU,Jr' e opinion Crowley ahould resign. 
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Aue;ust 17, 1936 

Anonymous letter from New York, N.Y. Repeating rumore 
he had aeard that Crowley was indebted to banks 1n Wieo. 
and had used his position to borrow personally 1n Washington. 

December 11. 1936 

Telephone conversation between Senator Wheeler and HU,Jr. 
Inquiring what was going to happen to Crowley; HU,Jr. re­
plied he had washed his hands of the affair and offered 
to have a conference with Wheeler to explain all that had 
happened. 

l.larch 11 . 193? 

Davis or 0\Connor'e office telephone conversation with 
HY,Jr in which Davie asked HLI,Jr to see Ur. Diggs or 
FDIC 
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Orf1eC 0' TH[ (:HAIAMAH 

fEDERAL DEPOSIT INSURAHCE CoRPORATION 

WASHINGTON 

October 15, 19.34· 

Dear Secretar:r 1 

Upon leaving 1our office this noon I phoned 
11fT brothArs and attorney regarding the matters 10\l and 
I discussed. I bave just received word fr<lll thea that 
arrange~~enta would be llllde to take care ~ their obli­
gations without -r:1 endoraeaent, and that even thair in­
debtedness will be ta.km Ollt or the bank. llhen these 
plana are carried Ollt, I will not bave an,y financial 
obligations, bond isauea, aortgages, or otherwise, in 
an,y bank or similar ineti tution, nor will I own an,y 
stoek in banks, state or national. . I will be bapJlT, ot 
course, to obtain additional confirmation or the aboTe, 
it you eo desire . 

118 

~apectf'ull,y 7oure, 

c? ~ ~~~~<1 

\ 
Honorable H&nr7 J . llorganthau, Jr., 

Secretar,y of the Treasury, 

Washington, D. C. 
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For your reoord , I am pleased to eubllit to you a brief hlstory 

of WIT actirtties duriDg the past few years. 

For a great ~ years I bave been associated iD 8&0¥ business 

activities iD lliscooaiD largely associated with WIT four brothers. I 

have never been associated with any pro110t1on develo)llll8llt nor any corpo-

r ation which offered stock to the p1bl1c. In the earlJ' part of 1928 

two of our banks became seriouely inYolved, both of which were iDstitu­

tione t hat I was not in any wey associ ated with, rq connections aln;ye 

being with other iDstitutions and I had no financial interest in these. 

I was drafted to try and save these iDstitutions and one of rq f irst 

acta was to p1t in $600,000 with 8<B8 of rq friends iD one of thsss banks 

and sold it to another banltiDg corporation with the understanding that I 

was to r8111Ain with them for two years wblle they were working out plane 

of a aerger . This I did. I completed this contract and withdrew from 

the banking field at tbat ti.l:le whlch wse in 1932, and I bave never been 

associated actively with b6nking s ince . 

Myself and brothers bed very large interest& in paper, lUl!lber, 

oU and other interests, and t wo of DIY brothers were iD the earket quite 

heavilJ' and had BOlle heayy curreot ohllgatioos. In order to avoid an:r 

unnecessary loss to thea I offered to endorse their ohllgations, and it 
. .? 

was arrangtld for a loog tara extensioo and their notes are not due for :;.., - -"' 
..,...-_,..rv 

s everal years yet . I did thls on account of our family pri de and rq 'Y' 

desire tO see that they were given an opportunit;y to Mat tllse ohllga-

tioos in a perfect:cy noraal W8:f . My attorney and the presi dent of the 

~ both advised tbat it was not necessary to endorse this paper, but 

I told them I much preferred to de that and when I endorsed these notes 

it was witb the understanding that I was not to p1t up any of WIT periiCIIlAl. 
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collateral. 

Pereoo~, I was nner 1n the 1111rket, bave alwa;ya been ex--
tr~ ccnserratin and none of wq connect10De ill the past or at pre-

sent can be ill a:rq ~ .-barraasillg to •· lleitber IV taall.T nor ~Vaelt 

own arz:r bsnlt stock or hue arz:r CQQlleetlcn w1 th bsnlte e1 ther direot.J.T 

or lndirectJ;r. I ban no baodsd illdebtedness, .-ortgage illdebtednese 

nor currect illdebtedness. The ~ obl1gat1oo I have 1e this indirect 

obl1gat1cn. 
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' October 19th 

John Sinclair came in and t old me he had been 
approached by a group who wanted to know whether the 
Treasury would be interested in buying twenty million 
ounces of s ilver to be delivered over the next nine months . 
I said, whom do you represent and he said, I think it i s 
Mexico . I told him t hat I was not i nterested in dealing 
with any gove.r nment thru a third party. 

Kiplinger came in t o see me today and said, I am fed 
up on Urs. Roosevelt. I have been bur sting to say some­
thing . \Vhat I want to know i s , i s she first lady of the 
land or i s she Urs . Roosevelt . A lot of people around 
town are grumbling . She i s cons tantly throrlng monkey­
wrenches into the government department s and they are all 
afraid t o say something because she i s the wife of the 
Pr esident . I begged him to go s l owly and reconsider . 

121 
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October 24th 122 

Mr . Morgenthau called for George Harrison and Jackson E. 
Reynolds to come immediately to Mr. Uorgentbau' s office to go 
over speech which Reynolds was to give that night before the 
A. B. A. After the introductions the Secretary said to lolr. Reynolds 
that it was his habit to speak plainly and bluntly and ho wanted 
to speak in that fashion about this s peech ~. Reynolds was to 
deliver. He said he and others had read i t and all of those who had 
read it were shocked by it. Mr. Reynolds asked what it was to 
which exception was taken. The Secretary pointt~ to the so-called 
parable at t he beginning of the speech containir~ Hannibal 's 
fatherly advice t o Scipio, the younger. He also called attention 
to the reference to the President as a former law pupil of Mr. Rey­
nolds and the statement that be did not always lmow the answers . 
The Secretary said in effect that the patronizil~ tone of both 
these passages was almost an insult to the Pres.ldent and \.,ould. be 
certain to be resented widely . "lf you were to deliver this speech 
as it is written, to a general audience, I wouldn't want to be 
answerable for your safety.n 

The Secretary said Reynolds expressed surprise at this 
attitude . He said that as a lawyer he liked to develop the reasons 
for antagonism between two parties , as a preliminary to di sposing 
of the i ssues and that was what he tried to do in this case . He had 
no intention to do anything but promote harmony, rut if there was 
objection to these passages he would be glad to cut them out. 
•For that matter" he said "if you would tell mt that I could get on 
a train and go home and just forget this speect, I woul~ be very 
happy to do it. I am not making the speech because I want to do 
it-- the President invited me to make it." 

The Secretary then said the general effec:t of the speech was 
to picture the bankers as a group of equal im~>rtance to the govern­
ment of the United States and 1.f the speech re1aa.ined of that tenor, 
the President would have no option but to deli·ter a fighting answer, 
"and I can tell you• the Secretary said in sub3tance "that that 
wouldn' t do the bankers any good. " 

Ur. Reynolds then said all right, he wo~ ld be glad to make any 
changes that were suggested and asked for sugrestions as to the 
•11ording. After a very brief discussion of possible phrases to be 
used, the Secretary told Mr. Reynolds that he had outlined the 
objections and he would prefer that Ur. Reynolds should do as be 
saw fit about making changes, knowing how we felt about the s peech 
as it stood. Yr. Reynolds then agreed to do this. Said he would 
cut out the parable and the story about the President ' s school days, 
although he had thought the President would bEJ pleased at this 
latter incident and in fact Macintyre had giv(!n him to understand 
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that the President woald be pleased by it. 123 
Jwlt as he was leaving be said that be thought that tb1s 

was makipg a lot of stir about nothing and i t was r eally all 
nonsense1! but that he was a good sport and that he would do as 
requestea . Having got this shot otf hi s chest, he left 1n an 
apparent'ly amiable mood . 

Proposed speech attached - also speech that Reynolds 
finally gave. 
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Ill'. hee14eat., Ill'. m..trz. • a..u. .. Allll hBU==a 

ae "•• of t~Yeat.o nth ft1G1l n are al.1 f•tl•o•, 

~ uut.o t.CM\q, I ncrot. t.o ooateoo, w14•oe fd 111e-

1UIIl~ bet.weea _..,. fd CNr ooaat.zT' o •nlr o ..& 

t.boN aooe da\7 an4 nepcuD111t.7 lt. 1e t.o M••n•n• 
tJw attaiN of the ooaat.z7. I u profonnd'7 OOIIYlll"l 

t.llat. thle oont.rlbut... t.o the Ulo rro. wh1G1l we are ~--­
ln& an4 I bellwe 1t.o r "Tal. wUl sreat.l7 PI Jt.e ~ 

welfare of CNr ooaat.1'7. l Uloul4 111re t.o ~ a fw 

( llr1et obeenat.loGe t.o tJle laAirere t.o~UaJ~.t. 1n the tON of 
queot.1ou t.o wh1G1l l Ulr no Yooal. reopoue, but. onl7 t.llat. 
)'on e•u &Uftll' tJlea t.o )'CNr own eeoret. .. b... fte aa­

.. _. t.o tJw tint. wUl be v•nt-•, but. tJw __.. t.o 
tJw oeOODd Allll thil'll wUl be nrlono. !he tint. qaen1oa 

lea X. 1t. uo1c1a!lle t.llat. e1t.ll.- tJ1rouP pr1Yat.e ph',._ 
tJaropJ or tJle appropr1at.1oa of pal»Uo tuD4o tJw 4eoUt.llt.e, 

11Dt~ ..& ue.pl«J714 ••t. be oaroc1 fort leoo-4& 

(Mil I pat. tJl1e quNt.U.. 1 ~. t.o - ao, tNa hs.Jl 
.t.1YH an4 Utp OOIIY1ot.J.oa. bel1en, U l 4o0 t.llat. ~ 

oo1Yea«J7 fd tJl1e ut.1oa Allll \U JII"'op.-1\7 ot 1t.o people 

., •• u ... t.oe Ml'l7 ... - as.-. ... ws.~ toM ~ 

.... 1118 • an4 1Dtoear1\7 fd lldll1a1oVat.1aD tJw "'so\ ~ 
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'Do MJenoe4J aa4 oan uq ODe of •• fls a preol .. aat.o 

U. euoll 'De' •nM oan 'De at.\alne4 wl\I!Dat. feer t.Ut. 

propbHoJ wlU 'De M4o 1'141•1•• '1117 aNecp&ea\ W1d11! 

flllr4s (AIIII I pat. tla1.l qaMUOII, I bow, to - ae 

o~t.el.T 'Deu.Yo, u I 4o, t.llat. wlt.Mu.t. ~ et.~~p.­

ltJ we faoe caaoo.) It uq one of u U4 toke ~~"AT• n·~ 

ol'D111t..1ea aa4 41&t.1eo of toke fzoeo14ent. of toke 1JD1t.e4 lt.at.oo, 

and wore faoln6, u he lo, 1nt.ernat.1onal -•t.arJ 1n1 

'D111tJ aln'oa4 and dlnno d••""• f or 1.Dtl&Uon at. !lal , 

wOIIlA •• at. one ~~ llot.h t ie OIU' beMa 1'11-.,..11 t.llo 

oan enol•• of D&ropo and t.ho Orient and rid oouo114nt.-

1n6 into one lrl"'lllat.lblo prograa the 1.Dtl&t.1onal7 d•IIAA4I 

here, b7 Mlt1JI& a ot.at.nont. t.oda,J t.hat. tho ••'r7 dofln.Lh 

otab111u.t.1on of t.he 4ollar offoot.e4 lut. 3UII.J6l7 and olnoe 

-lnt.alned obO"al4 ot.and f or al1 t,_ and UDder all ol~ 

at.aaoea! 

I po .. the .. t.hl"'lo quoat1oaa onl.7, but. there ·~ 

~ .ore that all of u oan 8111'1aqe. In t.h1l h19l 

perplu1n6 ot.at.e of attain, an n not J•ot.ltled 1n u­

peotln6 w1•• doo111oDI, .oro Ukol.J to be pro41&Gt.lwl 

81004 for 011r OCNDU7, 1t wo oMnAon u dt.lt.a4e of AI 

on1 • for one fd _.,..at. lOaf Jt;r t.hlo I 4o not. - t.o 

.... , uq .an,,., ... reopoot.ln& what. •• bollon t.o r 
pr1no1P1oa of ••"" f' ""• or uq a'Da\-nt. 1n 011r 
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sistenoe upon the ut110st eoollOIQ' and 1nt.ep-1t.T 1D ada1D-

1stre.t1on. Dut I do IIUbmlt 1.n all earn .. tneaa the quer;r 

whether it io not better tor the oountr7 and tor ua to 

DOd1t7 the .wnner of ~. presentation of our Yi .. a, 

ADd w!.~ t.he foregoing 1D m1n4, liZ'. Pree1dent._ I 

teei t.hat t.he banking fraternity 1n ~e laat t .. o TMZ'8 

has endured enoUSh .aaa Plllliehment. eo that it ia now 1D 

suah a ahaatened and Wldaratanding 110od that )'ou oan ao­

cept with hcapitalit.Y any oYerture of cooperation on the 

part of the leaders of that traternit)'. 

Ae I conclude I wiah to malte t .. o statements ,.hiah 

I a1ncerel)' bel1ne to be true, The first ia: In the laat 

t .. ent,Y-aeYen da,Ya 1n Karah, 111~, President Roosevelt con­

tributed mol.'e to rescue and reh.abiiL1tate our shattered bank­

ing atruotw.•e than any of ua d id ind1Yidual.l)' or oolleot.iYe-

17. J'or that aenioe to ua, and throUSh ue to our oount.l')', 

he deaenea our a)'IDpa~et1o and helpfUl response, and 1n 

addition he desenea, and I am sure he will 1nYite, earnest, 

reasoned oritioiama of &D.Y propo1ed goyernmental policies 

reapeoting the banlta, My seoond atateaent ia: If ~· GoY­

ornment ancl. the banlta continue 1n the role of ant.asoniata, 

it will 1n~o1Te t.he graYest conaequenoea to our oountl')', 

perhaps eYfiA ~· deatruot.ion of 111&117 1Detitutiona all4 pr1D­

o1plea we haYs long held dear. The poor, whoa we h.aYa 
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al~• with ue, will not be .uoh wone ott. the l'loh will 

11\ll"Yln 1n oo.tort at leut, •• thQ' alwqe h&Ye, but the 

great etratwa of our people between t he .. two groupe will 

be 1rretr1eYablJ' n&lned. It, on the other hand, we &baD­

don our ent.agoueu tor trlendlJ', Wlderet.an41ng, .,..,_thet­

lo oooperat l on, I belleYe we oan .ake a great OODt.r1batlon 

tCJ'RJ'd the perpetuation of our oherlehed 1netUut1one, the 

enoouragMent ot our tellow-oltlsene, and. the gN4aal and 

eound reba1ld'D6 of the ehathred eoo-to and tlnanolal 

etn~oture of our oountJ7. 
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Kr. President, Kr Toaetmaater, Ladies &ll4 Gentlemen: 

M;y remarks wlll be brief, s111lple and earnest.. 

I wish to begin with something 1n the nature of a 

parable. A little over twenty-one centuries ago two hos­

tile armies confronted eaoh other in a valley lying to the 

southwest of Carthage. One was the Carthag1nians under 

the command of Hannibal, the other, the Romans under the 

Collllll&lld of Scipio Atricanua. In con!oraity with the cus­

tom of that time, the two leaders lett their respective 

camps and met !or a parley in the middle of the plain. 

A tree paraphrase of Hannibal's observations to 8oipio 

would run something as follows: 1 8cipio, this is the 

first time you and I have met as opposing oommanders on ' 

a field of battle. The last time we met, fifteen years 

ago, you were a youth and your !ather was 1n command of 

the Romans. Fortune favored me on that occasion and the 

Roman army waa routed and you and your rather and your 

uncle were puraued from the field by rq oaval.r1. In the 

interval I have had a hundred victoriea. You too have 

had your viotoriea ag,.1nat other Oart-bag1nian leaders. 

J'ortune alone will determine which of ua will be the vio­

tor if we go into battle toda,T. You and I oaD aettle all 

the issues between ua without this battle, and I urge that 
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we confer together to that end and prevent the useless 

sacrifi ce or thousands or our brave soldiers, and restore 

the peace or the world. 1 Hannibal' s wise admonition was 

not heeded. The battle wae touS)lt, and some ;rears after­

warda both oomm•ndere d ied 1n exile - Hannibal b;r his own 

hand. 

Because or events with which we are all familiar, 

there exists today, I regret to oontese, a hostility be­

tween our country' e bankere as a group and the group or 

men whose duty and responsibility it is to adm1nieter the 

a1'ta1rs ot the country. I &Ill profoundly conv 1noed that 

this contributes to the 1.lle trom which we are eutter1ng 

and I believe its removal will greatly promote the welfare 

or our country. I should like to draw on the wisdom ot 

Hannibal to address a tew brief observations to the lead­

era ot these two groups ton1S)1t 1n the torm or questions 

to which I ask no vocal response, but only t hat you shall 

answer them to your own secret eelves. To the bankers I 

should like to pose three questions . The answer to the 

tiret will be unanimous, but the answers to the second 

and third will be various. The first question is : Is it 

avoidAble that either throuS)l private ph1lanthrop;r or the 

appropriation or public tunde the destitute, unfortunate 

and unemployed must be oared tort Second: (And I put this 

question, I know, to men who, rrom high motives and deep 

conviction, beli eve, as I do, that the solveno:r or this 

\ 
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nation and the prosperity ot ita people rest on a bal­

anced budget. ) Us.Y we not be in error in expecting too 

early a date at which, even with the strictest eoono~ 

and integrity ot adminiatration, the budget ma:r be bal­

anced; and can any one ot us t1.X a preciee date when such 

balance can be attai ned without t ear that our prophecy 

will be made ridiculous by subsequent events! Third: 

(And I put this question, I know, to men who passionate­

ly believe, as I do, that without monetary stability we 

race chaos. ) It any one ot us had the grave responsi­

bilities and duties or the President or the United Statee, 

and were racing, as he is, international monetary i nsta­

bility abroad and d iverse demands tor inflation at home, 

would we at one stroke both tie our hands vis-a-vie the 

currenci es or Europe and the Orient and risk consoli­

dating into one irresistible program the intlation&r7 

demands here, by making a statement today that the very 

definite stabilization ot the dollar effected last Jan­

uary and since maintained should stand tor all time and 

undar all c1r0Ul118tanoesf 

I pose these three questions only, but there 

are many more that all ot us can envieage. In th1a high­

ly perplexing state ot atrairs, are we not Justified in 

expecting wiser deci s i ons, more likely to be produotiTe 

ot good tor our country, it we abandon an attitude ot 
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antagonism tor one ot oooperationf B7 this I do not 

mean to suggest &n7 surrender reepeoting what we belieYe 

to be pr1nciplee ot sound tinanoe or &n7 abatement 1n our 

insistence upon the utmost eoono~ and 1ntegrity 1n adm1n­

ietration, But I do submit in all earneetneee the querJ 

whether it is not better tor the country and tor ue to 

modity the manner ot the presentation or our views, 

A l.1ttle lese than thirty years ago I wae a 

proteeeor 1n the Columb1a Onivereit7 Law School, In rq 

olaeeee there waa an eagar youth named J'rankl1n Roosevelt, 

In those days, on the oooaeione ot exam1natione, I was 

aoouetomed to put to hlm a aeries ot questions, and I am 

going to be so tar guilty ot a breach ot oontidenoe ae to 

tell you that he did not alwaye answer all ot them oorreotoo 

17. Sinoe those days, going our eeparate ways, he has at-­

tained great d.1stinotion, and I have atta1ned--- ---- a tol­

erant old age. I believe t hat with h1s genial human qual­

ities, he may not regard it ae an 1mpart1nenoe it I aak him 

a quest ion tonight, providing I give h.1m the same indul­

gence I have glven you, and do not ask h.1m to answer it 

vocally but onl7 to hie eeoret salt, My question to you, 

Kr. President, is this: Do you not teal that the banking 

traternity 1n the last two years baa endured enough -•• 

punishment eo that it ie now 1n euoh a ohaetened and un4er­

etand1ng mood that you oan accept with hospitalit7 any 

overture ot cooperation on the part ot the leader& ot that 

traternityf 
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!lwe far 'a7 obeenatione ha't'e been oont1ne4 to 

a parable and a elll"iee of qu .. tio~aa. Aa 1 oonol114e I w1ah 

to aalte two etateMnte whioh I e1noere}7 bel111't'e to be true. 

The t1ret 1111 In the laat. twentJ•ell't'en ~· ot llaroh, le:53, 

Pree1dent. Booell't'elt oont.r1bllte4 110re t.o reeoue and relaab11-

1tate our eh&tterecl banl!:tng et.ruoture than an:r of ue 4J.4 

1ll41Y1d\l&ll7 or oolleotiYe}¥. For that eel"Yioe to ue, an4 

through ue to our oountl')', he deeenee our 8Jl1Pathetio an4 

helpfUl reeponee, and 1n addition he deeenee, an4 I am eure 

he will 1nY1te, earnest, reaeoned oritioi ... of &nJ propoeed 

goYermaental polioiee reepeotillg the ~. iQ' eeoon4 etate­

ment 1ea If the GoYernment and the banlu oont1nue 1n the 

role of anteson1ete, it will 1nYol•• tha ~Yeet. ooneequenoee 

to our oountq, perhape eYen the deetruotion of lll&nJ 1net.1• 

tutione and pr1noiplee we haYe long hold dear. The poor, 

whoa we haYe alw&Je with ue, will not be llllloh woree ott. 

The rioh will eurYiYe 1n oomtort at leaet, ae thq alw&Je 

have, but the great etratum of our people between theee 

two groupe will be irretrievably ruined. If, on the other 

hand, we abandon our antagon1eme for tr1endl7, un4eretan&-

1ng, •Japathetio oooperation, I belie't'e we oan aake a 

great oontr1bllt1on toward the perpetuation of our oher1ab-

ed 1netitutione, the enooura.g•ent of our fellow-o1tU~~Da, 

and the gra4ual and eound rebu1ld111g of the eh&t.tered eoo­

nom1o and f1nano1al etruoture of our oount17. 
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.l aeet.1Dg wae oalled 1.n t.he 8eoret.aey1 s Ottlc~ J'ridq 

A,U,, November 2nd, the Secretary presiding, 

!hose present were: Kesere, Coolidge, Eccles, Jahe7, 
Thomas, Kottett, K,rere, Crowley and Haaa. 

!he 8ecret.B.l'7 1.nqu1re4 ot Judge !homaa ae to the prog­

resn be1.ng made on industrial l oans b7 the Pederal ReserTe 

Banks, Kr. !homae present ed t~res 1.nd1oat1Dg that the 

volume ot loans ot this type was cont1Du1.ng on a low level, 

Kr. Wottett d1etribute4 some new regulations recentl7 

issued by the Jederal Hous1.ng Administration, Kr. J:ool .. 

sai d the interest rates given in the regulations were t.oo 

high. Kr. Kotfett disputed this point. 

!he Seoret&l'7 directed attention to a meet1.ng earlier 

in the year, when he agreed to a billion dollars increase 

to Home Owners'Loan Corporation on the understanding that 

the J ederal Housing .ldm1nietration would be in operation 

before the bUl1on -e disbursed and thus t.alts the burden 

ott the Home Ownera1 Loan Corporation. !he Seoret.B.l'7 po1.nt­

od out that Government oredit must be maintained, but that 

this was not. possible with the iuuance ot gu.aranteed bonds 

to the extent of 200 to :500 JD.illion dollars monthl7. He 
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turt.her -1nt.a1ned that. t.he prille oonaiderat.1on 1n a fUr­

ther ext.enaion of Federal financing ia whether or not the 

financing wUl result 1n putting 110re people to work. 

Kr. lloffet.t felt that his progra~~~ was two to four 

110nthe ahead of schedule, baaed on reaeonable expeot.ation 

of handling a Job of ita character; further, that t.he houe­

ing section of the Act waa not emergenQY legislation, but. 

mortgage reform producing a beneficial reault. oTer a perio4 

of years, and would aid 1n 1111ni.JD1zing the effeote of an­

other bue1neae cra&h. 

Kr. Fahey said he agreed with the Beoret&r7 with re­

gard to cutting down the !re&s\U7 burden, but since for­

closures have declined only twenty per cent from their 

peak, he felt that keeping people in homes was al.ao a mat­

ter of maJor 1lllportance that had to be dealt with. 

Kr. Eoolee pointed out that the Federal. Housing A41111n­

istrat.1on prograa woul.d not "et anywhere ae long aa the 

Home Owners' Loan Corporation loans remained aTaUable. 

The bus1neu, he poi nted out, must be diverted toward the 

Federal. Houe1ng .Administration. Kr. iocles added that too 

much Government money had been used 1n refinancing debt. 

which giTes no stiallua t.o reOOTeJ'7. 

Kr. Fahey said that the loana they were malting could 

not. be 1neured, aa a whole they are not. good ena\&8h • . 
Kr. )l;yera eaid farm foreoloaurea and o1t7 foreoloaurea 
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were different 1n that a farm foreclosure meant that a 

farmer aleo loet hie Job 1n addition to hie home. He 

thought i t unwiee to etop refinancing 1mmediatel1, but 

euggeeted ueing varioue devioee tor tapering the loane 

ott. He po1nted out that 1n regione where there hae been 

material economio improvement, applicatione have decl1ned 

sharply -- ae 1n the 8outh, tor example. 

Kr. Crowley pointed out that it the Home OWnere' Loan 

Corporation continued its present policy, it woul d get all 

the home mortgages. He suggeeted ecme 1ndividual handl ing 

was neceeeary. Institutions ehould be told that atter in­

vestigation, a percentage of their loans would be taken and 

that they would have to oarr.y the rest. Thie, he said, 

would cut down volume. Pahey said they were doing that now. 

Mr. Coolidge added that institution• should be willing to 

hold mortgagee and not preea foreclosure. Kr. IQ'ere po1nt­

ed out that a large portion ot farm mortgages wae held by 

individuals who are much more difficult to control with 

respect to foreclosures than are 1netitutione. 
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Stever He is leaving on a speaking tour at 12 o'clock. 

H. Ll. Jr. Yes . 

Steve : He wants to get 7our answer on this Collector of Custoaa 
out there . You know we ------

' 

H. W. Jr : For what state? 

Steve: V/ell , now as a Collector of Customs, I said to llac 
it is merely a signortorship. This fellow is alright. 
He comes from a f amily of money and while he has been 
more or less of a loafer but there i s nothing on his 
morals . 

H. M. Jr . Well what man? 

Steve : The candidate for the job from Louisville 7 hi s name 
i s Brenan, I think it i s . 

H. l.!. Jr: Well, I don' t know a thing about it. 

Steve : Well I think you can go along and appoint him - I don't 
- I don't believe that there is ---- - - - llac agrees 
with me 

H. M. Jr: Who is Mac? 

Steve: MCReynolds 

H. !.1. J r: Oh. 

Stever We had Irey - trey' s squad check him up, see . In 
other words ---------

H. M. Jr: Coll'ector of Customs for where? 

Steve: In Louisville. 

H. U. Jr ; Oh. 

Steve: The fellow who was in there took a - an examination 
for Postmaster and came out high enoush on the list 
to be appointed Postmaster in Louisville . 

H. U. Jr I Oh. 

Steve : So that left a vacancy. 

H. M. Jrr You think it's alright? 
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I think it' s alright because it's What they cell an 
i t i nerant report and he ' s only got about 1 2 or 14 
employees under him. 

R. M. Jr t And you say trey's report i s alright? 

Steve : trey' s report i s alri ght. 

H. V. Jr : Alright, Steve -----

Steve : The only thing they sai d against him - . that he was a 
two- fisted drinker and they checked that up and they 
say that that was political enemies - he does take a 
drink but he imows how t o handle it. 

B. u. Jr . Now- o.x. on that . 

Steve : Yea. 
B. Y.Jr : And the other thing i s Loui e Howe called me up - terribl y 

exci ted about last night . Have you got the reports on 

Steve : 

JI . K.Jrs 

Steves 

those two men from Detroit? 

Yea. 

Are they on your desk? 
They ' r e 1n the file here now. I can get them i n 
just a minute. 

B.M.Jr: Well get them out and just the second I get a break, 
I ' ll ask you to come in. 

Steve : Alright - alri ght sir . 

B.M. Jr : Alright. 

Steve: Goodby. 

October 26, 1934. 

• 
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Pearson: Hello JS... 
Sl oan: How are you f'eel1Dg? 

P: I'm very well, how are you? 

S: Well I'• alright . I was reading your column this 
morning and I was reading about my friend, Dr. James Harvey 

Rogers. 

P: Yea, I hear that stirred quite a little rumpus at 
the Treasury , 

S: It dtd stir a rumpus? 

P: Somebody told me that . 

S: I didn't bear anything about it. Where did you find 

P: 

S: 

S: 

it? Out on the street somewhere? 

You mean hear about the rumpus or get the---­

No the s tory . 

Story. 

Yeah. 

P: Yes, I - I got it out f'rom one of' my friends , J im, I -
As a matter of f~ct, Rogers been r aisins hell about it - trying 
to find out where I got it. 

S: He's r aising bell? 

? : Yea - he ' s sor e and he also said that he thought that-

S: 

P: 

~ · 

that our friend, young Henry , " as sore . 

Alright Mr. But 

It didn't come from Rogers himself at all. 

I thought and I was interested and now I'll tell you 
What I'll do. I want to ta1k to you about it sometime and aee wbat 
you can tell me, because it ' s kind of a tunny one. 

P: Alri ght, I'd be delighted to talk to you. I'• leaving 
tomorrow tor t he IU.ddle West . 

Where you going? 

Going to Omaha, Si oux City and other places. 

S: Well I 1ve been there. 

Regraded Unclassified 



- 2 - 139 

P: You've been there? Well I don ' t - I •m not anxious 
to go. 

(" . •· . You' re not? How you going - drive? 

P: No, I'm tekir>.g the train. I got to hurry. But 
I was going to say I will be gone a week and i f you would like 
to talk to me before then, why we better get together right away. 

r. : Are you going to be home to-night too? 

r: Yeah - I expect to be home tonight. 

r : Vlell I Just got a little interest in that mat-----

~ , Unless something comes up why---------

t' : 

Well I•m going over to Georgetown Hospital after 
dinner and suppose I drop by your house on my way back. 

Let ' s do that . 

Alright Drew (?) Tha.nk you. 

Alright, goodby. 

Oct . 26, 1934. 
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~h thunder in this record starts in 
·here kog ers says "The point is, etc" . 

The mechanic thinks he could do better 
if he could hear a record sometime that is 
not ~o highly confidential and I agree with 
r.im. It is the only wo.y to get at the seat 
of L"e trouble . 

lolcH 
Oct . 1'11 1934 . 

, 

, 

. ' 

' 
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Yorgenthau t alking , Is t his Dr . Rogers? 

Yes . 

~40 

In the first place, let me thank you for that toap. 
I won't mention any name, see? 

Hello 

Yes . 

I showed it t o the President yesterday and he is 
very much inter ested. He also r ead your accompanying 
letter. llow vthat I want to ask you - · I don ' t like to 
do it over the phone but time is the essence . Could 
you give me any suggestions of what we could do - it 
might be - how shall I pu t it? A r estraininr influence 
on thht par t i cul ar count ry which the map was about . 

>'lell that ' s very difficult to answer offhand. 

V!ell woul a yon mind - could you get off a letter curi ng 
the day that I . could get tomorrow. 

Yes, or I could be dm·m there in the morning if that 
was of any importance . 

Well I 1ll know more durlng the ,duy . 

Yes, I 1 m not quite clear junt what you want . 

Pardon me? 

I'm not quite clear from vthat you told me so far jus t 
what - just what you want . 

Vlell to give you an idea we~ d put on some \(ind of a 
compensating t ax on - say s ilk. 

import 
Well since the silk/is slow right now in the United l' tates 
that I don ' t think it would do much damage. 

uo . 
The point i 3 we import about 90% of their silk - that is 
their export of raw silk but we are importing very little 
and they are selling very little - of course what they 
have in stock - we could buy up a lot of this raw silk 
very much as we did cotton a few years ago and they 
have that stored away at Yokahama . 

Well - I 'd like to - if you could ~ome down and talk 
to Viner and Powers it would be fine • 
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Alri ght, I' ll catch the midnight train and be 
do\m there in the morning . 

That will b e finE' , thank you. 

Good- by 

October 30 , 1934 . 

• 
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H. :~ . Jr : 

S: 

A. tl • . Jr: 

A. t. . J r : 

S: 

fl . ~: . Jr: 

S: 

H. ,~ . Jr: 

S: 

H. M. Jr : 

::. : 

H. M. Jr: 

S: 

H. M. Jr: 

S: 

.. 

. . 
Hello - hello . 

. ., 
This is Colonel Schllartzkopf of the lle·.7· Jersey 
State Police t nlking . 

Yes, Colonel , this i s Ur . ~~rgenthau. 

Yes sir. We are now pr eparing vtith the Attorney 
General all of our evidence in the Hauptmann case -
Lindbergh case. 

Yes . 

!Ar. Wilson - Frank l•i lson of the Intelligence Unit 
worked with us f or a very long time on thls case 
and he i s f arn11i ;.. r 1'11 th every detail of it . 

Yes . 

And I was TIOnderingTft v:ould be imposing on you too 
much and i nterfering too much with your Intelligence 
Division if I could make a personal request to have 
him come up and work with us on it , 

Well for how long? 

Vlhy for the next five or six weelcs while we ' re 
compl eting thi~ case for presentation in the Court . 

Well you see Colonel I• d love to do it but before 
I came in t he Treasury we took t hat - so-called 
Lindbersocase out of the Treasury and gave i t to the 
Justice and then since then I •ve put /Jr . l':ilson on 
a most important case . 

Yes, Mr. t/ilson told me about that and that ' s the 
very reason I am making this in a personal way - I 
don ' t want to interfere . 

Yes, well I ·' 11 inquire but I am afraid i t i s going 
to be impossible . You know Coveooca£1ewrote me . 

Yes . -And I went into it very carefully and I am just as 
much interested in t he Lindbergh kidnapping case as 
any other citizen - more so , 

Yes, I know that . 

And - but you know how it i s yourself i f you were 
handling a case that was taken away from you, you'd 
put your man on something else . 
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And Wilson i s on this other case - I think he has 
30 men under him. 

I see • 

And he ' s right in the midst of it and it ' s one of 
the most important cases we've got, if not the 
most important . 

I see • 

But I will look into it and if i t - and of course 
the other day I let you have ''::ilson for three or 
four days . 

an 
He was/enormous help to us there. You have no idea 
how much it meant to us to have him for those few 
days . f.'e got some things started then that we 
couldn't have gotten started any other way , 

Yes - I 1ll look----

He was an enormous help to us . 

I '11 look into i t again but I don ' t 1vant to encourage 
you. 

Well I hope you understand my position --­

Colonel I ---

I wouldn't for the world want to do anything to 
embarrass you. 

I understand perfectly. 

I feel that it' s so important 
t he opportunity of present ing 
s i tuati on to you. 

that I do appreci ate 
our side of the 

That ' s alri ght and I ' ll t ake it up and if there 
any way of doing :it I 111 do :it. 

Well I appr eciate that very much i ndeed and I hope 
you w:ill accept my apology for being presumptuous 
for haV:ing called you on the phone. 

You don' t have to apologize - t .hat ' s qu:ite alright . 
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I did reel it was that important . 

I'm glad you called me •. 

Alright, thank you very much . 

You' re welcome . 

Yes sir . 

October 31, 1934. 
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!lay or 
LaCuar di a 

B. Y. Jr: 

LaG s 

H. M. Jr1 

Mayor LaG 

H. M. Jr : 

H. W. Jr : 

Mayor LaG: 

• H. M. Jr : 

145 

Henry UOrgenthau, Jr. 

Good morning, Mr . Secretary . 

How are you? 

Fine . 

1~. Mayor, I think you and I have got a common 
interest in Dutch Schultz . 

Yes . 

And I think I saw last week that you made a s t atement 
that you're anxi ous to get him. 

Yes . 

Now I •ve been told and I - I mean I feel I can t alk 
very frankly and confidentially to you. 

Yes . 

That there ' s been a feeling between the New York 
Police Department 

Mayor LaG : Yes . 

H. !1. Jr : 

1/.ayor LaG : 

H. !.!. Jr : 

!.!ayor LaG: 

H. lA . Jr: 

Mayor LaG : 

H. !.!. Jr : 

• LaG: 

and J . Edgar Hoove1·. And on account of that there ' s 
been a crossing of wires . I don't know whether it i s 
true or not . 

I don ' t think so - not on the top it may be down 
below. 

Yes 

Because I talked to my Commissioner about that and 
you see Edgar and I ar e very good friends . 

I see. 

And we worked together many years when I was a 
Member of Congress , so t hat the feeling up on top 
i s alright i f there i s any sabotizing down below . 

Yes . Wel l now the point is the Treasury wants this 
fellow • 

Yes. 
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B. !A . Jr : 

Uayor taGa: 
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Mayor LaG: 

H. lot . Jr: 

l.!ayor LaG: 

H. L.' . Jr: 

• !.'ayor LaG : 
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H. M. Jr: 

Mayor LaG: 

H. M. Jr : 

Mayor LaG: 
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Mayor LaG: 
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And he ' s the last of the big gangstersthat are out . 

Yes . 

And if there is anything we can do to work w1 th you 
I want to let you !mow that . 

Vfuy absolutely and and ----

But it ' s t he Tr easury that wants him you see . 

Anything we can do to co-operate with Depar tment 
or Justice we ' ll do. 

Yes, yes . Well it' s our own people- Elmer Irey 
has been out for him now for about a year. 

Yes . 

You knOvt Elmer Irey? 

Yes • 

And so if there is anything that tho Police 
Commissioner has or there i s anything that we can 
do i f you tell him that Elmer Irey i s ready and 
anxious to co-operate . 

Well as long as you t ell me I wish that either 
Hoover or Irey would tell me frankly if there ' s 
been any lack of co-operation in any way ---

Yes 

so that I can stra i ghten that out immediately. 

I see . 

You see? Because I t hink it's a defiance not only 
t o the city but to the whole government that this 
fellow i~ kt l arge . 

No question about it. 

But my hunch is that he i s not very far from 
this cit y • 

Yes. Well I' 11 ask Irey - I mean I can 1 t ask 
Hoover because he doesn ' t work for me but I'll 
ask Irey i f he does reel there i s any and 1! there 
i s I' ll call you again myself . 
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Will you please? 

Yes . 

And you can t ell me very frankly because a t the 
top it's alright. If there ' s any feeling then 
it' s down below and t hen I would suspect that it 
one of irr itation or j ealousy but one of r ather 
protecting t his particular person . 

I see. 

And I want to get r i ght to it . 

I knew you would. 

So don ' t hesitate to let me know. 

Thank you • 

And i s it alright if I t a lk to Hoover and tell him 
thut we 1ve had this little t alk? 

Well you could use your own judgment on that . 

Yes because I want to get any little snag eliminated 
and as I say some of t hese things that I've observed 
I think that this gentleman has very s trong 
connecti ons . 

H. Y. Jr : Yes . 

llayor LaG: 

H. M. Jr: 

!.lay or LaG : 

f! . AI . Jr: 

!!ayor LaG : 

II. M. Jr: 

Mayor LaG : 

I want to break that down 
Irey wants to t alk to me, 
in . 

And if - anytime that 
t ell him t o come right 

I don ' t think it would serve any particular purpose 
for the moment i f you did t alk to Hoover but you ---

Alright . 

--but you can use your own judgment . 

Alright . I - I won' t because this thing i s ver y very 
important . 

Yes . 

And just let me knoll if there is anything you want 
the whole - any part of the Department to do and 
it will be done at once . 
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Thank you. 

Alright, Mr . Secr etary. 

Good- by 

November, 1, 1934. 
Thurnday . 
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Hoover: 

H. Y. Jr : 

Hoover: 

H. lA. Jr : 

Hoover : 

H. u. Jr : 

Hoover: 

H. !.1 . Jr : 

Hoover: 

R. tJ. Jr : 

Hoover: 

R. M. Jr : 

Hoover : 

H. '~. Jr : 

Hoover : 

Hello , 

Hello, t hi s is Hoover talking , Y~ . Secretary. 

Yes, how are y~u? 

Fine, thank you, hope you ' r e the same . 

Mr . Hoover, I think I can t~ke a chance on the 
telephone . 

Yes, this i s the t hr ough wire - confidentia l wir e . 

Oh. Vie 1 re particularly i nt er ested in Dut ch Schultz . 

Yes. 

And I was just 
him that t he 
really \ler en't 

t alkinc to M~yor LaGuardia and told 
was that the :lei'/ York Police 

very keen about i t , see? 

Yes . I ' ve hear d t hat same s t or y . 

And he sa i d whet her I coul d substanti at e it and 
I sai d I doubted i t , 

Yes . 

And he sai d t hat - wel l I've hear d about some 
j ealousies bet ween yourself and d01m ther e . I 
don' t know rthet her i t it t rue or not. 

Yes . 

But jus t purely gossi p. 

Yes . 

But - so he sa i d anythi ng t hat we (;ould do or 
he could do to l et us :mow but I jus t want ed 
to tel~ you per sonally as f ar as t hP Tr easury is 
concerned t hat t hat ' s the l ast of the big income 
tax gangsters who a r e out and I a:n particularly 
intereetcd in i t myself . 

Oh, I am very glad to know that . ·::e hc.ven' t been 
making any first - wha t they might cal l f irst line 
drive on trying to find him because we thought tha t 
nat urally it was a matter the Treasury would give 
it ' s first attention to but, if you would like to 
have us do so, I would be very glad i ndeed to 
instruct our ifew York Off ice to just bring all 
pressure to bear on thut . ,,e •ve heard a lot of 
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unsavory r umors . Thry may be without a scintil l a 
of foundation . I don ' t. know • 

You say you have not been giving it par t i cular 
at tenti on? 

No , t ha t i s we 've onl y been looking for him as we 
would for any o t her gener~l fugitive . 

Yes . 

Because he wr.s not one of the cases th!it we 1ve 
worked on l'nd v•c •ve be n looking for some of thes e 
ld.dnapers prim·.ri l y and have had him core or l E'SS 
in wh<>t W"' ,·;ould c ·. 11 the secondary clc.ss bec·.use 
I assuced th·t the. peci al Intelli gence Uni t wer e 
beari ng do1m them!!elvc:> on i t . 

· .. el l th!"y ~rc . 

Yes . 

;md - t hey are - but I don 1 t - I juc t - nd 

Well, I - I r eul ly think, Ur . Secret ary, thut a 
case of thr.t size bei ng as imuor t ant we ourht to 
mor e or les~ pool our a sset s so to s peak . 

~hat ' s the ~oint . 

. ..nd ever yone o!' us ki nd of ju;>t put our !'boul ders 
to the r.heel to try t o find hi~ • 

That - that ' s th~ attitude . 

i~d I ' l l be very g l ad i ndeed to see t hat tha t i s 
done at once . I 111 see that our :~ew Yor k office 'lnd 
we her e wi ll jus t put him dovm as kind of public 
enemy !lo . 1 secret l y so we can find him. 

Yes . I don ' t think the publicity on it will help 
find him. 

Oh no, no indeed, I think t he thing to do on that 
case,from what I have known of it in jus t a very 
genera l way, is t o make certain contacts and 
connections that can ' t be made I think around New 
York because I t hink he i s in or around there . 

Yes. 
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And do it very secretly and just out of a 
clear sky i f we can do so and be lucky enough 
to just brir~ him in . 

Fine . 

,,nd I ' 11 be ve1·y happy to see tha t those orders 
are issued at once here . 

Right . 

hn~ bec..r do·.n J!l 1 t t nd see 11hether l'le ccn' t help 
out on th~t for you . 

Th:lnk you . 

Be very h-~PY to . 

'l'h n1~ you • 

Thu.nl< you, tlr . Secr et ary . 

fovember·l , 19~1 . 
,hurrday . 
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Klotz: 

I don ' t know who the other speaker 

i s on this . This call was made ar ound 

4:35 yesterday . 

llov . 2 , 1934 . 
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Henry talking . If the next couple of days you hear 
of anythine that i s going on &nd find t hat you think 
you can pass along to me why I'd aopreciute having it . 

Well, no'1 , Henry . 

H. t.t . Jr . Yes 

After I left the office to-dey a cable came in 
which I don 't understand . 

R. M. Jr : Yes. 

And which I will try and get an explanation of over 
night . 

H. !.!. Jr : Yes. 

But it certainly contains a clear i ntimation that 
something or other - this i s just t o you -

H. !.! , Jr : Yes. 

That something or other is in the wind over t he 
week-end. 

H. u. Jr : Yes. 

!low wht.t tha t is they don ' t say. 

H. U. Jr: Yes . 

But the cable takes the general view that they don 't 
think over the week-end i s a good time to be short 
of gold . 

H. !.! . Jr: Yes . 

I don' t know why they should say that because we 
have no position in gold - haven' t had except by the 
way or intimation. 

'l . JA. Jr : Yes . 

And I don't know whether tha t means Brussels or 
whether that means - or what that means . 

H. M. Jr : Yes . 

But I ' ll be very glad to call them up on the 
phone and find out . 
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Will you and if t here i s anything t hat you feel 
you can pass a lorg- why - - -

Oh my dear fello11 I feel when it comes to talking 
to the Secretary of the Treasury I can poss on 
anything that we get . 

\'/ell that ' s very nice. 

And I will point 

There ' s somethine doing. I don ' t know- there ' s 
something going on . 

I won 1 t call them up on the Pennsylvania - I ' ll 
tell my oper a tor to call on the Pennsylvani a - I ' m 
uptown no\1 and to get 1vord to me tonight wha t it 1 s 
all about . 

Ri ght . Thank you 

I f they can and \There wi ll I r each you during the 
evening . · 

Well ---

If I get it . 

If - if I couldn' t do anything before the morning 
anyway . 

What~ 

I couldn' t do anything before mor ning anyway . What? 

That ' s right . I thought it might be something you 
would want to think about or discuss with someone 

rro - if you could call me 

Henry? 

: Yes. They may be very guarded could you - have you 
any suggestion in your mind as to what l i ne of inquiry 
I might follow? 

H. 14. Jr : No just that - what you're t alking about 

Yes . I don't know what that telegram means 
H • u. Jr : Yes . 
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But I ' ll try nnd find out. 

}! . :.1 . J r : O.K. 

fl . lA. Jr : 

llovember 1, 1934. 
Thursday . 

Good by Henry . 

Thank you. 

s 
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l. Relnt;Lon ot liiOneto.ry mo.Mgement to business stnbility. Fluctul!.tions in 
production, employment and the natioMl income arc J otormined by 
changes in the availablo supply of cash and deposit currency and 

2. 

by the rate and character of monetary eJroendi turos . The ei".fect 
of an increacod rate of 1mending may be modified by decr easing 
the SUj)ply of mone7, and intensified by incresslng the supply o.f 
money. Exporience shoos th::.t wit_>oou'l. conscious control the supply 
of money tends to expaM when the r nto or GJ>Ond tng increases and 
tonds t o contract when tho r ate of sponding decr ensos . Thus, dur­
ing the depreoaion the oupply o~ money instead of expanding t o 
moderate the effect of decr eased rates or SJ>Onding, contracted, nnd 
eo intensi!ied the depression. This ill one part of the econoqy in 
which auto::~atic adjust:Dcnts b• ve an interu:if'y:itlj; r:..tl:cr t!l.:m a aod­

ernting effect. If tho monetary mech:lnis:u i s to be used es nn in­
strument fot· the pror:~o.,ion or buslno~s stability, co11ocious control 
nnd management i s esvontial . 

Present possibili~ios of •~onct..'ll' ~ control. At t.be present time cain reliance 
~t be !)laced upon incron~ed goverN~ent11.l <-nd nri va. te ex;>endi tures 
to bring t.b~ut 11 rise in the natioMl !.nco,.,. Tho nost illlportant 
role of monetary control at the oor:~ont is assurin; th•t ~decuate suo­
port i s nvailnble whcnovor needed for the emergency rin...ncln.-; i n­
volved in tho r ecovery pror,rlltl. 

3 , Role of "'onetary control in the futuro. Tt!o supr~ly iaoorth.nt G.utios oro 
likely to devolve upon the reserve ndl:linistration in t:1<> near future . 
The first is assuring that " recovery d()(!S not result in an undosirnble 
inflation. The s econd is nsourin: thn.t n recovory is not folloncd by 
o depression. 

4 . Desirable chan es in the ad::dnl.str.-.t on of tl'lo Fcdcrul rlc~orve Jyste:n . In o1·Jer 
to endeavor, with so:oe prosoocts of success, a to render !)l'oapt sup­
port !or the eaergency ' innncin,; in ~ce of need , (b) to !)l'evol'lt the 
recovery fr,)m t;ettln3 out o~' hand, ond (c) to prt.vent the recurrence of 

disastrous depr ossion.o in tho future, 1.t is, in IllY opinion, essential 
that the authority of tho Fodera! Reoorvo Board shoulu be strengthened 
111 the folloiYing ways : 

1. Co:~~plete control over tho tLUnc, , character and volu::~e of 
open IIIW"ket purc~ses and sal.ea of bills and oecuri ties by 
tho Meserve Bo.nks should be conferr ed upon tho Federal 
Reserve Board. 

2 . The Governors or the ilhli vidual Federal Rot.orve Banks should 
be appointed nnn~lly by ~eir Boards of Dir ectors, subject 
to tho ap:lroval o.f the Federal Recorve Board. 

Regraded Unclassified 



• 

!'occnzity for 3tren .. thedtng the authorit Y of the Feder al Reserve Bourd. Although­

tile Board ia noai"llll.ly the supreme oonotnrJ authori~ in tnis country it 

ie cenorally conceded that in tile -:>ast it hoes not played en effective 

rol e , and that the system has generally boon dom1n3tod by the Governors 

of the Federal Reserve lle.nks. lis a coneet!Uence , t he Board hif.-!1~ CJEIII­

m nded t.;,e respect fnC. prestiuo to flilich its po:oi tion nould ~111rltitl­
ej. 1t, nor ha membership on tile Board be«! as hiebly desired as 1 t should 

be to attract t he neco~aa.q talent. The great diapo.ri ty in compenlW>tion 

hhe also contributed to this condition. This has led to tho unfortunate 

result that b:Lnker interest , eo repre::ontod by the individual Resox·ve Bank 

Governors , lu>e pr evailed over the public interest, as repr eoented by the 

Bonrd. T'ne relativel;r m1nor role played by the Board can, in 1J1¥ opinion, 

be attributed t o its h ck of author ity to initiate open =ket policy, and 

to tho complete independenc e of the Reaerve Bank Governors. 

• 0 ~ r: :>'i.I'ket ooorntioM. Far and away the most iJIIpor tant instrument of reserve 

,>el~cy i c the poner to buy and sell secur1 t i es i n the open m::rket. In 

t~~a ·~:r reserve~ , on which deposits er e bused, may be given to or taken 

!!.11n;y f rom mombor banks . I t io not t oo much t o so.y that vlho possessoo t:rls 

po .. cr controls t:te bcnkins system, and , ln large moo.sure , tho suppl;r of 

coney. 

7. 

!n tho pre~ont ndr.U d~trntive orco..U~tion t'1e po1:or to lnithte opon =­
kot policy rests r.i th ~~e Reocrva ~ankc . 1ne Federal Reserve Boord poGsess­

c:; only t !le power to ap~rove or disapprove . T'nus , the effective po\1or over 

oo"".i rests r.i t~ t::to in"i·riO::u .1 rosE:rvc ban~ •.nd Y»t t:ith ~e &nrd. 'lor:­

evct· ::mc:1 the Board =;,· desire an ener~etic buying or sell in.:; r>OliC · 1t 

io po .;crlcs~ to initi•,to Guch o policy . On the other bana , the Reserve 

&.nka 1 abi lity to cnrr:r out tho policy l o dependent on tho Board. I t !lhould 

bo noted thnt the Bunk l•ct of 1955 efi"ccted r.o rCill ch~nge in thi s r cRDCct. 

~o~ 1950 to 10~5 tho Open ~~ket Policy Co~ttcc wns co:.po~ed of the 

twelve Federal Reserve ~ Governors . At pr esent the Feaoral Open Usrket 

Co:runi ttce io likewise composed of the tt1elve Governors and hence is ciom1-

na tod b;; tho 03l:lo mon IYbo r.crc respons ible f or tho policy followed during 

t:1e depression. 'lhe Governor s , by the very nature of. their appointcents , 

dut i es and 1ussoci::tio!Ul, cannot holp but be profoundl;r influenced by 11 

narr o11 banking r <•ther than a broad socinl poi!lt or vier.. 

Thoro is no r 03son to suppo:;e thAt this a.dm1niotrstive organhatlon, which 

!'unctioned so badly in the !)&at, will "unction any be tter in t.;,e future . 

The diffusion or power and responsibilit;r , tne root cause of the trouble, 

r eMnins. Over one hundred individuals ore re~ponsible , in v~ious degrees , 

for the for mulati on of policy. Obviousl y the more peopl e thoro are Tlho 

~hnro the roooonsi bill ty, the leso l~enly any ono or them will f eel any 

pcroonal r cspon::ibilit;; for ~~~ policie:: a dopted . I t is ther efore alcost 

inevitable thAt such n loosel y lcn1 t t:.nd cumber sOGIO boc:.y eo t.'lo Federal 

Reaerve ~~mintctrstion should bo char~cterized b;r i ner t i a and indecisive 

action generally. !Jorl'ovcr u complete stulem:>.tc rcaultin~ Crom 11 dis­

ogrcecent of the r eserve banks and the Board is olr.~ys no~ciblc . To correct 

th.i:l condition reform aust be in the direction of concentrating autnority 

end r esponsibility for control into the h..nds of 11 sma.ll policy for:IIUla t­

l.m; bod;r . 

:.o >Ointment of Governor in lis t.;,e 1>ystoc ha.s dovoloped the Governors , who are not 

even centionOd tile t.ct, lu>ve positi ons of oajor i.tDportance in influenc-

Regraded Unclassified 



e •. 

in; policy. Moreover, they c.re entirely independent of the Boord. Ir 
the power of approval of appointments of the Reserve Brunk Governors 
were conferred on t.ho Boord, the possibility of leek of cooperation 
and friction "ould be obviated in the J.'uture, "hUe the preatigo of 
the Boord would be enhAnced. 

f.cits.ti on for central banking. Tho adoption of these suggestions "ould in­
t roc'uce certain attrlbutoe of a r eal central bank capable of energetic 
and positive nctlon without calling for a drastic revision of the whole 
Federal Res erve Act. Privnte ownership and local autonomy o.re preserved, 
but on r eally important questions of policy authority a.nd responsibility 
ure concentrated in the Board . Thus , effective control is obtained, 
"hUe the intense op >Osi tion and criticis:~ that greeta ovary central 
b:l.rJc proposal is largely ::.voided. 
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s ~ cfr.A.;.,~ ~ ./f.J)g M' ~.,..... ~ 'iJ'{ ~ 

""' november 2, 1934.158 ....... 
The President 

Secretary Morgenthau 

t.. . . .. 

I. THE PLAN: 

As a primary step looking to better coordination and perhaps 

ultimate consolidation of functions of bank examination and super­

vision resting with Federal agencies, it is proposed immediately 

to 

(1) Merge the Office of the Comptroller of the Currency with 

the Board of the Federal Deposit Insurance Cor poration 

by making the Comptroller of the Currency the chief 
I 

executive officer of the Corporation. (This can be done 

by amendment to the by-laws of the Corporation) . 

(2) Amalgamate the administrative ~nd examining personnel of 

two agencies by 

(a) combining the fifteen distri ct offices of FDIC 

with the twelve field offices of the national 

bank examining force in the twelve Federal 

Reserve c i ties. 

(b) selecting staff for these offices from the com­

bined personnel, after careful analysis and 

consultati on with the twelve Federal Reserve 

agents . 

(c) gi ving FDIC examiners appointments as nati onal 

bank examiners and vice versa. 
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(d) having the Comptroller appoint the FDIC as 

receiver for all national banks now in 

r eceivership . 

(e) reorganizi ng the Washington offices to put 

. . 

them on an efficient, economical and businesslike 

basis . 

(3) Consolidate the functions of the two units, as com­

plet ely as is feasible without Executive Order or 

legislation. (Some functions of the Comptroller, such • 
as issuance of national bank notes, would not concern 

the FDI C). 

II. ADVANTAGES: 

Advantages to be gained by the above are: 

(1) Closer cooperation and harmony of policy with 

the Federal Reserve System and the R.F .C. through 

consolidati on of two most i mportant Federal 

examining agencies . 

(2) A step toward uniform supervision of National 

and State banks (yet with preservati on of the 

dual system). 

(3) Uniform examinati on methods and policies for 

the 90 per cent of all commerc i al banks now 

in F.o.r:c. (See attached table) . 

(4) Unity of administration ~f bank examinations 

as to this 90 per cent 1n tbe field , one corps 
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of examiners in each distri ct replacing two, 

making possible more efficient distribution 

of work. 

(5) Reduction of complaints from bankers about 

multiple supervision . 

(6) Authority in the F.D.I.C. for enforcing bank 

standards which will do much to prevent bank 

failures and which will so serve to protect 

the corporation from losses to the insurance 

fund. 

(7) A un.tted front on legislative proposals -­

and the good will of Members of Congress who 

are committed to developing and strengthening 

the F.D.I.C. 

(8) Better stati sti cal data on banking. 

(1) Attention will be given to perfecting and crystallizing 

the merger through legislation or Executive Order. 

(2) All banks should in time become members of the Reserve 

System and should be examined by the F.D.I.C. The details 

of control of the banking system and the examinations are 

closely interrelated and should either head up in the 

same group or methods of more than ordinary cooperation 

be devised. 
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(3) Ir the Present Coaptroller accepts t he position o~ 

Feder al Reserve Agent at San Franci sco, two new 

appointaents to the Board of the F.D.I.c. must be 

made and these two cannot be of the same political 

party. The member who is the Comptroller and 

Executive Officer cannot be Chairman of the Board. 
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B. L Jra 

Bow are you? 

I'• tine. 

I 3uat spoke to Collinl (?) 
16" . ... 

B. M. Jrl Yea. 

B. Jl. Jr: 

ADd they tell ae that the political situation 1a 
•erT contused - that there i s atch .ore teMion 
than there was a tew .onthe ago - that it 1e quite 
possible that the Cabinet rill resign tonight or 
to.orrow 

Yea. 

It is quite uncertain as to what rill happen next 
although thq are i nclined to think that it rill be 
the same old crowd like LaVal (?) or Pl~ ( ?) 

Yea. 
11\ 

That the, don't - they say that everybodJ has been 
warned or danger or soaeth1ng i n respect to gold. 

H. Jl. Jr1 Yea. 

H. 1l. Jr: 

H. Jl. Jra 

They don't think there i s anything immediate 
there - they don't look tor &n1 absence (?) &n7 
short number or da:~a or even or weeks but give 118 
a general 1apreasion that that move i s gettin& 
nearer. 

Ah ha. That is dpaluati on in Belgiua or Prance? 

Prance. 

Prance. 

That it's getting nearer. 

H. L Jra Yee. 

But t he7 don't - I apoke to both rar senior and the 
other partner over t here - they're bavln& a 
1n the Regional Bank or Prance, you know 

H. M. Jr: Yea 

B. •· Jra 

And they are apparentl7 quite ne"oue about the 
situation in Prance. They think it'• quite 
possible there rill be some d1eturbancee or 
aan1teatat1one again. 

Yea, I eee. 
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Jl. II. 1ra 

B. 1l. 1ra 

- 2- 1£3 

Blat thq dOD1t tbiDk tb• t ture 1• aoiDI to be 
&IQ' earl.7 Cabinet action 1D denlaatiOD altboalh 
I a•t the iapre .. iOD tra. tbe -7 tbq dOD It lq 
tbiDS8 that the7 haTe the teeliDI that it18 aettiDa 
Dearer. 

learer. Well - -

'fbat'• not ot Ech Talue t o 70U BeD1'7 but it'• all 
I could aet. 

'fhank 70U Te1'7 E Cho 

O.Jt. 

llooreaber 2, 1934.. 
JL'l'ida7. 
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Jlra . n ot&: 

Speaker please. 

llcB 

Nov . 7, 1934. . 

,. 
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B. L Jr: 

B. II. Jr: 

B. 11. Jr: 

B. 11. Jr: 

B. K. Jr: 

B. II. Jr: 

B. •· Jr: 

B. II. Jr: 

H. II. Jr: 

B. 11. Jr: 

B. L Jr: 

I cot an idea I • d like 7ou to put up to 7our 
loud of Director a. 

Yea 81r. 

!bat the, otter, in their own na.e, a reward or 
•AT tlo,ooo to aqr agency who can apprehend Dutch 
Scbultz and let thea do it 1n their own naae and 
cet the publlcit,.. 

I 1a wonder1ng what became or that centleaan. I 
ha~en1t heard hie naae tor slx aonthe. 

Well, I think personally 1t would be swell publicity 
tor thea. 

I'll do 1t. I'll put 1t up to them. 

And it would help ue. 

Tax pa;v.ents are steadily going up. 

I lmow they are . 

We're teeling pretty good about the thing. 

Well I think that - I mean - I think the publir. 
reaction would be swell. What do you think, first 
tlush? 

Well that's a - he ' s a sort of Dillinger that ---

I lalos.:rut we ba~e no money for that purpose and 
I •~e talked around here and we think that if th97 
do it 3ust like t he Washington Herald offering a 
tl,OOO reward. 

Yes. 

And--

Alright, I think there ' s something - there ' s a 
lot or good stuff in it. 

I think its reaction to the institute would be 
excellent. 

Alr1gbt, I'll do it. 

When do you think you can let me know? I'll be 
back Wednesday. 

I'll have you an anawer b7 then. 

Thank :rou - tlo ,ooo. 

.llricht. 
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November 7th 

The Secretary called 1n Viner, Oliphant, Bell, Coolidge, 

Gaston, Eccles and Haas and discussed with them what Kr. Mor­

genthau calls President Roosevelt' s five year plan. He started 

from the beginning and for two hours to-day. the report was 

read and discussed. Mr. Baas will brief it f or the Secretary. 

It is attached herewith . 
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FEDERAL EMERGENCY ADMINISTRATION OF PUBLIC WORKS 

PROPOSED NATIONAL CONSTRUCTION PROGRAM 

1936-1940 
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!1.'111 OBJ!C'l'IVI 01 TRI PIIOOR.Ul 

Tbe obJectiYe of a BatioD&l CODitructiou procram i1 to re­

ltore the baleuce of the eco~c life of the co1mtr7. '!be maiD 

rea10D •liT the BatioD&l ecODOCQ" 11 eo out of balauce, aud, thor•-

fore, the 111&111 rea- •liT recOY'8r7 to date ha1 beeD relat1nl7 

~l &Dd UDIUataiDed 1e that CODetructiOD hal ahowD DO improYC-

-r of 1933, followed b7 rec1aa1ou becauee there wa1 DO under-

p1DD1DC of au l%p&D41uc coDitructioD Yolu... 

Jilllpba1il 11 placed oD coD1truct1on becauee a l&'t'P part of 

our procluctiOD reeo'QZ'eel han alW&TI been ·~ i D the coD1truc-

tiou 1.Dduatr7. Dllr1DC the 71are 192:5 throlllb 1929 the &DDual 

Yolume of cODitructioD was iD the rauce of $11, 000, 000,000 to 

$13, 000,000,000. 'lhil 1a aD --t that wu equal to the aDDUal 

crou Yalue of all farm proclucte duriuc the - period aDd wae 

~ of the Yalue of all othor III&Dufactured procmcte in 1929, CoD­

structiou declined from the1e liYtla to about $3,000, 000, 000 or 

$4,000, 000,000 iD 1932 azul there has aluce been little roeOYor7. 

Thero cau be DO geDeral suataiued recover7 eo loug a1 aD 1Dduetr7 

a1 larp a1 this r~s deprel8ed. 

Furthermore, 1t h iD the f ield of cODitr\ICtiOD that bueiuese 

coutideuce, or the ltlek of it, h import&Dt, It does DOt require 

&117 coufid.ezlce in the 1\lture for a clothiuc 111811ufacturer to fill 
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ordere, It require• 0Dl7 a little tor a retail .. rob&Dt to in­
creaM h!e etock of &004• OD hu4, CoDtl~e, or the laolt of u, 
howeYer, h 1110et llllportut in the cODetl'QCtion in4uair7, Construe-
Uon proJeote 111111t be finallcod on loDg torm and capital 1e notori­
cral7 tt.ad.d in the teoe of rillll: and '1mCOrtalnt7, 10 that ratoe of 
intoroat beo~ prohibitin UD4er web collditione, llut eYon 1f 

capital c<nlld bo eocured at reatonablo ratoe, 'buline11 11111n aro 
beeitant to 11Ddertab an enterprhe that Will Pa!l out only over 
a lone period of 7ear1 in tho face of what, to them, t{IPO&I'! to 
bit inoalculatin rhltll, 

There baa be1111 DO rert\'&1 in prhato conetruct1on aince 1932 
and coll41 tiona do not ee- IIUcll 1110re fayorable tor it DDW tlum 
the7 ware a year IICOo eo it thh large part of .AIIerican induatry 
h to bit rertftd in the near term fllture, it h nidet that the 

procram. 'lbe acc0111p81:171Dg table eeh forth a proglW!I that meet. 
the teata. 

1. It h lw'p e~ to bit ettoethe in reatorillg tho baliiiiCe in teoDOmio Ute and 10 in briDC'ng about a large increan in tmplo~at in 1110et Unea of induatry. 
a, It h COIIIPOH4 of typee of proJeote that can be carried out upediUouely, It 11 not eouch tor the whole pro­gru to bit bic, Ullleu 1 t can bit cot ten well 1Jildarway in a reaiOil&ble period of ti.Qe, 'lbe large M~CJ~mt of J'ederal proJeoh, the grade cro11ing eUminatione, and the railroad lO&De in.v:re that thh 0111 will bit, 

3, It will break the Jm ia prhato oODatruction and pro\'141 the COIIditione tor ite i.alpro~t. PriYate 

2 
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P!vpoatd hn-!l!l£ Conatrnction PrOG'A!p. 

Fiscal Tears 

1936 1937 1938 1939 1g40 Tokl 

•on- 1. v oo, oo~ 
l'tderal $1,500, eee.-ooo $1, 500. 000. 000 $1, 500. 000 • 000 $1, 500,000, 000 $1, 500.000. 000 $7 • 500 • 000 • 000 

Urban 
B~ln& 1, 260,000.000 920,000, 000 1,100,000, 000 goo. 000, 000 695.000.000 4 , 875, 000,000 

Subehteoce 
Bc.eateada 25,000,000 50. 000. 000 50.000,000 50,000,000 50,000,000 225 • 000. 000 

Bailroada 310,000, 000 ... - - - 310,000,000 

Grade 
Croaatnt;a 600. ooo. 000 200 • 000. 000 - - - 800.000. 000 

Bural :&lee-
tritication 200. 000.000 100.000.000 - ... ... 300. 000. 000 

J'ederal 850.000,000 450.000.000 250 ,()()(), 000 250,000,000 250.000. 000 2 ,050,000,000 

c.c.c. 300.000.000 300.000.000 300. 000, 000 300, 000, 000 300.000. ()()() 1 ,500,000,000 

$5 ,o45,000,000 $3 • 520 • 000 • 000 $3,200,000, 000 $J ,OOO,OOO,OOO $2, 795,000, 000 $17.560,000, 000 
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Year 

1936 

1937 

1938 

1939 

1940 

construction should be increuing substantially within a t•o-year period, eo that the Federal program, can and should be contracted as privat e construction picks u,p. 

4 . The program should atrengthan the condition of the Treasury, by a relatively early reduction in relief outlaya and by increasing ita revenues. Belief outlays •111 decline as men are re-omplqyod aa a result of reviving business vol..-e and Treasury revenues will increase for the aame reason. 

Swmary J2.t Erptnditytea lm4 lpmloxment 

Expenditures No lien ........,, ~ '"' _,.. ~IHl' 

n• •• TNii_,~ Total 

$5,045, 000,000 2,000,000 2,000,000 4,000,000 

3,5Cl0,000,000 1,500,000 1, 500,000 3, 000,000 

3,200, 000,000 1 , 362,000 1,362,000 2, 724, 000 

3,000,000,000 1,276,000 1,276,000 .ll,552,000 

Z, 795,000,000 1,189,000 1,189,000 2,3?8,000 

'l'OTAL $17. 560. 000. 000 

§1.u .o.f. 1lla Program 

It ie necesaar,y for the program to be large; if it ia to be 
effective . The vol"UID8 of construction from 1925 throllgh 1929 na 
in the range of $11, 000, 000, 000 to $13,000, 000,000. 'lith the 
price level 25f, lo•er no• than then, it 1a estimated that con­

struction amounti.ng to $7,500,000,000 to $8,000,000,000 a year 
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would be 1'0UChJ¥ equivalent in emplco--nt bot h direct and illdirect 

to the Jdcher d.ollar volumes ot conetruction that prevailed duriQS 

the ;year• mantioMd. I t 1a estimated that private conetruction a t 

tha preeent time 11 a t the rate of t2, 500,000, 000 to $3,000,000,000 

a ;year, eo that a Govenaent provam ot around $5, 000, 000,000 a ;year 

would briQS t he total cqnatruction volume to the figure mentioned 

above , ae repreeentinc an adequate amount ot conetruction to &ive a 

volume ot emplo;ymant equal to that prevailing in the period f rom 

1925 to 1929, 

Thia volume ot expenditure would provide direct 1111plo;ymant tor 

about 2,000, 000 men per month. The in41rect emplo;yment i n thh pro­

duction, traneportation and mercb.en41t1ng ot construction materiale 

would be about equal to the direct eiiQ)lo;yment. 

Total &DQ>lo;yment created, however ; does not stop here . The ex­

penditure of $5,000, 000, 000 a ;year becomes income to workers on con­

atruct ion site• and in conetruct ion material factories, to contractor. 

and to holders of ahares 1n corporationa. The spending of thie income 

for consumers • goode will provide eaJPloyment for other laborera who 

in turn will have incomes to spend which they J.id not have before and 

so o:t i .n decreaeing waves of influence, The amo~mt of employment thus 

created, which t1J11;f be referred to ae eecondar;y in41rect IIIQ)lo;ymant, is 

variously eatimated.. The amount depends on the a.sSU~~~Ptiont that are 

made as t o the proportion of the eXPelldi ture tb.et becomes income and 

the proportion ot the income that 1e spent and not saved b;y the 

various groupe of recipients all the wa;y along the line . 
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!ftle" proportiou will depeD4 111 part upon the total vol,_ 

of oonatructlon, including that prlvatel7 financed, and in part 

upon whether thh vol,_ h contract~ or expending, 8114 thla 

illTolna the queatlon of the coot1lluit7 ot tho Clove~t pro­

~ It the total volume of conatructiOD ia ..all, Joba will 

not laat long and others rlll not be eaq to find, eo 1n the face 

ot job UDCertalnty incomes will be conaerved eo far aa poulble 

and eeeondar7 indirect 811!pl0711111nt rlll be relativel7 ~1. A 

progr8111 baaed upon a dat1n1 te 81110unt of mone7, aJid which 1a to 

tenalnate wl th1ll a relathel7 abort period of time, tenda to han 

tho aeme effect on aeeondal7 111direet aaplo711111Dt. 

'.ale preaent Public l'orlr:a AAIID1n1atratlon progr8111 baa been 

relatively 111offecthe for both tbeee reaeona. It baa beon too 

~1 and will tenalnate 1n another year. In IIIIIZIT areu 1t hae 

alreadT tenalnated, If private conetruotion had abown more re­

cOTerT, the preeent public worlr:a upendi ture would have been more 

effective 111 atlmulat~ emplOTD~~~Dt becau.e then they would havo 

been a part of a large auz-egate 81110unt. 

Barring recover,r in private conetruction, total Government 

financed conetruction llllllt be nr7 ev.batantially larger than it 

haa been and a~at be cont111uoua 1f the full 1nd1rect effech are 

to be felt, 'Die preaent proposal 1a ent1rel7 adequate to realhe 

the full indirect effects which have not been realind undor the 

present public worlr:a expenditure. 
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Ullder a program of thh abe 1t 1e e stimated that total 

emplo711'Ut will be from three to the tlmea the direct employ-

meDt , In other words, aDD1l&l anrece total emplo)'IIIGDt t~~~dor 

tlwae aa8UIIIptiona would bo 8,000,000 to 10,000,000 peraons e. 

year aa the reault of expendinc thh amount of 111011ey. 

J!fect ~ Printe Conatruct1on 

It h belieTed that tMs procr• will prorlde the conditione 

tor a reY1Yal in priYate conatruotlon. ~ tollowlnc are examplea 

ot what h llkel7 to happen: 

1, In the caae ot rallroada, tr~tic YOlUIIIII will i ncrease 
1Uhatentiall7 it tho procrua 1a aucceeetul in the first 
two yeara, .A. pick-up in tr~ic meana an improYomont 
in rennue a eo that the railroads will spend on their 
own account IIIIXIh larpr 11\1111 ot money on maintenance 
and repair and nell equlpme11 t, 

2, It will put into operati on the f inancial machinery pro­
Tided by the ~aderal Bouetnc Adm1n1etration to finance 
priYate buildinc ot hOMe, 1hh apncy proTide• a fi­
nancial Mt-up tor home building that reduce• the coat 
ot flnanclnc, but it do81 not prorlde a delllaZid tor 
theM tacili ties. ?:here h not ,et an act.in de~~~&nd 
tor new howllnc but 01108 b'lla1Jie11 rertns ao that the 
worlr::lnc population lllln'ea beck blto the i.Ddwltrial 
center• to reB\11118 their jobe and ae ta.miliea, who are 
lhiA& topther seolr:: aeparate quarters , there will be 
an actiYe deiiiiiDd tor howling tacili tie a and then the 
low coat ot finallc1A& INCh houa1DC proYided by the 
~.H • .A., will be an important factor in the early re­
Y1Yal ot ~ bulldtnc. '11th a reYival in b\1a1neas , 
reatdezltial buildinc could reach large proportions 
within a two-year period. 

3, .A.nother e:~B~~~ple ot the wq thh progr11111 co"Gld break 
the j11111 eo that prhato 1111 t1at1Ye could carry on, 18 
found iJI the wq factory conatructlon alw&T• reepoDde 
to an increue in IIIIUI\1tacturing production. .A.e f ar 
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baclt as the recorda co. tbe7 allow that factoey con­
atruction haa alwqa 1Jicreaae4 at leaat two or more 
tillles aa liNCh percentac- wiae aa the increaae in fac­
tor7 out-put. There 1a 110 reaacm to believe that thh 
time will be different. 

4. '!here 18 still another Wf¥ 1n which the Federal program 
as propoaed will break the Jam, Moat corporations have 
contiuued throu&hout the depreasion to charge atibatan­
tial amounts for depreciation. 'lbat theae amounts have 
not been actual}¥ uaed to replace plant or machinor:r 
and equip11181lt 1a indicated b7 the low level of out-put 
of .uch procblcta. It 1a aleo a -tter of general lmowl­
ed&e that factor7 maehtnef7 1a 1n a deplorable atato of 
repair. .l l&rtll J'ederal program .uch aa the oae pro­
pond here would also break thia Jam. Wanufacturore 
will be rllliDg to roplaco mechinoq and othor equip­
!llllnt when tho7 eoe a contSuuaua atream of ordora in 
proepeet. 

It 1a believed. therefore that in these and other wa;ye a 

Government conetruction program of sufficient alae and composed 

of t)'pea of projects that could be gotten UDder wa;y promptl:r would 

not onl;y r estore the balance in our national econOIIQ' during the 

118%t two Te&ra but would break the Jam in private construction 

in the wq 1ndlcated b:y theae examplea, ao that private 1n1 t1a­

t1Te and private capital would c&rr7 on and the Govertn~~Bnt pro­

gram could be contracted aa ahown in the table, 
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II 

NO'IH'EIERAL PROJECTS 

It h eatiated that 11011-J'ederal conetruction proJects under 
a five-;vear procram would amount to about $1,500,000,000 a ;year 
under a liberalhed f1nanciag plan. B)' non-Federal proJects 1a 
-t conatruct1on enterprises undertelren by public bodiea other 
Uw1 the :Federal Gonl'DIDilDt and include atreeta and higbwaya, 
aewere , water, build1J~&a , bri~l and atructuree, fiood control 
and power. .An ozponditwe of $1,500,000,000 on IIUCh proJocte 
would turnieh an eatiaated empl01JIIIInt of 7,500,000 man-montha or 
the equhalont of 626,000 men a month throu&h a year . Indirect 
emplo71D&nt would be from three to fin timea groater, depending 
on the total TOl\DM of construction, the cont1nu1 tyat the program, 
and the effect on private construction. Labor coata would amount 
to approxiaately $666, 625,000 (37.1~), materials $619,600,000 
(41.~), and mhcellaneoua $323,776,000 (21.6~). :Both tho grant 
and the rate of i .ntoreat should be iDCreaaed. It will bo neces­
sary to increate the grant to get the Yolume of conatr\IGtion men­
tioned. '!he rate of interest on the loan should be increased to 

· get aa much private capt tal into the program as possible • 

.Annual Volume of Applications 

The eatimate of $1,600,000, 000 1e bated on the aaauaption 

that the grant will be increaaed to ~ or ~ of the coat of 

the proJect. State, c1 ty, and other local gonrnmenta epent 

on conatraction of all kinde other than public roads an amo\111t 

ranging from $1 ,500,000,000 to $1,900,000, 000 annually durint; 

the period from 1924 to 1929. .!lhia givea an 1.nd1cat1on of the 

1118&111~ of their conatructton requirements. It 1a recogo-

Diced that c1 ti .. were axpand1Dg durint; that period, that sub-

urban denlO}Bellta were utenain and requireci atreeta and 

aidewalka, achoole , water, end aiiWere , and that financillg wae 

e&IT• However, construction coeta were high. Tod&T, coata 
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are condderabl;y lower, end with moditicationa of code a, co ate ebould 

be still lower; but tiDADCiD& h difficult, debts large, end the 

economr motive ia atro~~&. Sufficiently attractive terma, howover , 

ebould overcome the unwilliD&Jleaa of State and l~al government. to 

undertaka the conatruction of project• they need. 

D!mand for froJecta 

1'1th a 3~ gr6Dt and a loan for the balance at ~ intereet, re­

~ble in 20 to 30 years, the PUblic Works Administration received 

applications for loana end grenta in the amount of $4,500,000,000 

in HY8D months. trp to ])ec.amber, 1933, they were filed at en average 

rate of oYer $700, 000,000 a month; and even after that date, when it 

had been announced that all public worka funda bad been allotted, 

applications continued to come in at the rate of $200,000,000, until 

in :rebruar;r, 1934, State offices were instructed to diacontinuo ac­

cepting them. 

111-. with only a 30'f. grent and a loen for the balance at ~ 

interest, with a new orpnization, end with the technique of obtai!P 

ing fUnds unknown, a huge volUDe of applications poured into State 

J»g1neer officea ip a relativel;r abort period of time--eD amount 

that was about three time a the annual expandi ture of State end local 

r;onrDDnta in the pro~~peroua yeara trom 1924 to 1929, 

In Tin of thh experience, there ~ara to be little doubt that 

the d-nd for non-J'edoral projech rill be at least $1, 500,000, 000 

annuall;r under more liberal term a. 
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.Applica tiont 12! in iYA 

The Public 'forlaa .Admlnilt r a t ion hat in hand at preaent approx1-

•tel7 $2, 000, 000,000 of projech of the tJ'l)ee dhcu.,ed that could 

be acted upon without delA¥• Tbete are applications received after 

available funda bad bean allotted. In addition, there are over 

$800,000, 000 in application& that have been rejected, a portion of 

which could be favorably conaidered if the more liberal terma COD­

templated were applied to them. State Engineer offices are ttill 

functionin& i .n connection with the construction of projects previouel7 

approved and the,y are in a position to receive new applications as 

soon aa they are authorized to do to. ~erefore, there need bo no 

dela,y in &etting up the machinery tor carryin& out the new program, 

Terms to llorrowera 

I t is important that arq loant made by the Government to 

municipalitiea should be on terms that will give potential market­

abilit7 to the securities taken by the Government , in order that 

the fullest poaaible participation of private capital -.r be obta1Ded, 

~ia would have the double beneficial effect of reducin& the burdon 

upon the GoverDmOnt ~t and of etilllulating the flow of private 

capital, 

.A. rate of interoat hi&nor than ~ would substantiall7 increaee 

the marketability of euch aecuri ties , and a hi&ner interest rate 

could be set without increaain& the cost to the borrower by increa.­

in& the amount of the grant, ~e net effect on the J'ederal budget 

11 

Regraded Unclassified 



would be a IUbataDtial reduction in the UIOUDt of tunde mich would 

be 1Nppl1ed. It h a aimple matter to compute the percentap of 

crant which would produce an intereat coat equivalent to the intereat 

coat to the borrower 'UDder exiatinc procedure. and UJ:1 reaiataDce to 

a h1Fer rate of 1Dtereat could be ezplained b7 tablu . lhowinc that 

there wae actuall7 no incr-• in the coat of the loan. 

!imlOll!!!n t 

~e ezpenditura of $1,500,000,000 on no~Federal projecta will 

provide about 7,500,000 IIIIID--tiiOiltha of direct emplo,._nt. If the 

11101187 is all apent in one pnr thia h equivalent to aa.rinc that on 

the avarace it will provide empl011118Dt for 625,000 man a IIIODth. ~&­

direct emplOJ~D~nt will ba four or five timea the amouot of direct. 
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Estimated Piatr1\!nt1on 2l. $l.'j(lQ, OOO, OOQ for !2,e;-J'ed,ert), ProJects 

Direct Employment 
.r.;at11D&teC1 .a.vg. 110 , Expenditu r e• 

Tl'pe' of ProJect Allotment Kan- Men Per Wages 8DC1 

~ ~ ~ Months Month sal.ariea Watoriala Miacellaneoua 

Sta, & B1r1u, $150' 000,,000 750,000 62, 500 $47' 100,000 31.4 $63,300,000 1!2.2 $39, 600,000 26.4 

Sewer e 200,000,000 1,000,000 83,333 80,000,000 4o.o 74,600,000 37·3 45,4oO,ooo 22.7 

Water 150,000,000 750,000 62,500 55, 800,000 37.2 58. 500,000 39·0 35. 700,000 23. 8 

lluildiJ:I«a 4oo, 000,000 2,000,000 166,(;67 168,000,000 42.0 173,600,000 43.4 58,4oO,ooo 14. 6 

llrid&ea and 
Structure a 300,000,000 1,500,000 125,000 ·105, 600,000 35.2 132, 6cio,ooo 44.2 61,800,000 20, 6 

J'lood Control 75,000,000 375.000 31,250 27,600,000 36. 8 18,150,000 24.2 29,250,000 39.0 

Water Power 50,000,000 250,000 20, 833 18,600,000 37.2 19 ,500,000 39.0 11,900,000 23. 8 

Otber Power 75,000,000 375,000 31,250 23,925,000 31.9 34.350,000 45.8 16,725,000 22.3 

Miecella:neoua 100,000,000 500,000 41, 667 30,000,000 30.0 45,000,000 45.0 25,000,000 25.0 

1'0'UL $1,500,000,000 7.500,000 625,000 $556,625,000 37.1 ~619 ,600,000 41.3 ~23 , 715,000 21.6 
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III 

UR1Wl HOUSING 

.A. five year $4,875,000,000 program to provide about 1,390,000 
dwelling units througn the operation of direct Federal enterprise, 
local public houeing authorities, ud private organizations financed 
by the Federal Govern=ent with the obJective of (1) eliminating slum 
ud bligjlted areas in urban centera; (2) providing decant housing 
for a deserving low-income claaa to which it has heretofore been un­
available; (3) mitigating the hardahip which will be imposed vpon 
poorer families b;v the impending housing shortage; (4) stillllllating 
the construction industr;v by creating the equivalent of five years 
continuous employment for 590, 000 men (estimeted 4,266, 800,000 ma»­
hours); (5) creating a research organization to study materials and 
methods for producing low-coat housing; the benefits of such study 
to be available on an impartial basis to public and private bodies 
alike; and (6) coordinating the program with the work of other 
agencies now engaged in fields of rural houaing, refinancing of 
distressed home owners, or the guarantee of loans for modernization 
and new construction, in order that there may be helpful coopera­
tion among the various Government agencies and that the Division's 
program will meet a vital need without invading a field in which 
private onterprlae can and should function. 

The Program 

The basic housing problem confronting the countr;v is attrib­

utable to a need for alum clearance and low-cost· housing which never 

has been met and cannot be met except by a new method of providing 

hau.sing, The problem is at present aggravated b;v an impending 

severe housing shortage and the absonce of incentive sufficient to 

induce private profit-seeking enterprise to build oven in a price 

field which is far above that of Justifiable Government operation, 

Conservative estimates based on computation b;v the Department 

of Labor, the Real Propert;v Inventory of the Department of ColliD8rce, 

and the Division of Economic Research of the National Recovery 
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Adminiatration indicate a need of 4,83?,000 dwelling unite composed 

of 1, 362,000 required immlldiatel7 u4 an additional 695,000 required 

each rear tor five years. 

Evidence of both interest and neod 1e indicated by over 500 

111111 ted di Tidond proJect application. on fUo with tho Houain& Di vi­

sion, amountiJI& to over $1,000,000,000, and requeata from public and 

aemi-public sponsoring groups without encouragement from the Housing 

Division for over $200,000,000 ot direct Fodoral project• i.n excess 

of the $150,000,000 which haa boen made available to the Division. 

Organization 'l'o Randle Program 

1be Housing Division has a working organization which can be 

quickl7 expanded and decentralized sutficientlr to handle the pro­

poaed program, VUch bade information regarding cities in which 

projects are contsmplated is now available. Well-formulated proj­

ects read,y to be inaugurated are also on hand. 

Prerequiaite to actual realization of the proposed program ia 

Congressional action to establish the Public Work• Bmergenc7 Housing 

Corpor ation on a sound and broad baae or the creation of another 

adequate agenc7 in ita place. .U supplementary to such action State 

legislation should be passed to enable the Corporation to act in i ta 

intended capacity i.n any State. 

Coordination 

1be program preeented by the Housing Division does not attempt 

to include tho fielda of rural housing, refinanci ng of diatroaeed 
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home ownera, or the guarantee of loans b7 private enterprhe for 

the pu..--poae of modernhation and new conetruction. Its efforts 

are 11m1ted primarily and initially to prortdin.g in urban center& 

housi ng for the income group for whom owllllrship is now oi thor un­

wi ae or 1mpoee1ble and who cannot aocuro housing ezcept by the 

operation of non-profit and Go•erlllll8nt aided projects. The pro­

gram therefore meets a vital nood without invading a fiold in which 

privato enterprise can and should be intoroeted. It will roaul t in 

tho definition of tho fields of Governmont and private ontorpriee 

and the olim1nation of the fear of unjuat oompot1 tion. 

Financial Poli cy 

lll&smuch a e the emplo;vmcnt croatod by the program will roduco 

rolief erponditurea, and since only with considerablo Government 

aid can aatiefactory houeing be produced at a rontal camnensurate 

with the presont need, it is rocommondod that a basi c policy of 

a aixt;r-year maxi.aum amortization, low interoat, and grant be 

adopted for all non-profit projects under public or eom1-public 

eponsorabip. '.the grant could bo oonaidored a distribution of a 

minimized rolief cost ovor a long period of yoare. 

A maximuo eixty-year period of aoortization is justified by 

(1) erection of sound fireproof structures; (2) the periodic re­

placement of mechanical equipcent durin& the period of aoorthation 

provided for in the oporating coat; (3) constant reeponaiblo oanage­

oent to insure adoquato repairs; and (4o) location and aha of proj-

octe which fo.ctora miniche tho danger of blight by exterior influoncCie. 
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~. Scope ~ Schedule 0! Progrllll) 

The progrllll) will include both alum clearance and construction 

on vacant land, It will include projects (1) financed and built by 

the Housing Division directly; (2) financed by the Housing Division 

and built by local public housing authorities; and (3) f!nanced in 

part by the Housing Division and built by private organizations. 

Under private projects will be included various forms such aa Limited 

ddvidend corporations, and cooperatives, 

Preliminary estimates contemplate construction in some 400 cities 

of about 25,000 population or over. J.s the program ie developed it 

ahould be extended to smaller cities. The construction of a total of 

1 , 390,000 at an anrage cost of $3, 500 per unit includ.ing land, would 

amount to an expenditure of $4, 875, 000, 000. This much housing would 

provide for about two thirds of the present shortage of low-cost 

housing and in addition would !Npply about one third of the total 

normal need occurring during the fivs-year period, 

Studies of housing ahortages in the paat definitely ahow that 

effective stimulation of new construction lags ao far behind the de­

velopment of a ahortage thAt an adequate supply of dWellings is never 

produced in time to foreetall exorbitant rents, Furthermore, when 

the building industry gets under way it overbuilds to an extent equal 

to the ahortage , I t is therefore proposed that the Housing Division 

ina~te its program during the first stages of the ahor tage and 

dimin.ish ita efforts aa a normal level 1s reached, 
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Direct J'eclual proJects will conati tute the bulk ot cocetruc­

tion in the initi al etagea of the program, while proJecte under local 

public authorities &lid pri vate eponaora are being developed, 'lhe ex­

tent to which local eDabling lepalation 1a secured will determine 

largely the distribution ot work between direct Federal proJects &lid 

proJects b7 local authorittea. 

1\!aearoh 

Hand 1n hand witn the Division' a conatruction and auperv1aoq 

activitiea ahould go the development ot a reaearch or~Eation to 

develop IDOthode ot produc1ng low-coat houaing, Ita activities ahould 

include plane tor construction and obaervation ot varioue sample tJPee 

ot dwellinga under actual condi tiona ot occupancy, as well ae labora­

toey investigation ot various building materials and methode , Tho 

reaul ta ot all inveet1ptiona and tindinga ahould bo made available 

to public &lid private agenciee alilce, 
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Ilecol!ll!lel\ded Schedule 2f ErDendi tu.res 

Sponsored and Sponsored and 
Wan-Hours Tear and Direct Federal Constructed Constructed 

Total 
Voney 

~1071118nt Vonth Construction by Local by Privat e Expended 
Authorities Bodies Created 

let Tear 
March - June $65,000, 000 $2 5 ' 000 ' 000 $13,000, 000 $103, 000,000 ~ -sL25 ' 000 ' 000 ... 120' 000 ' 000 
Jul¥ - October 195, 000, 000 79,000, 000 39, 000,000 3~ ,000 ,000 383 ' 000 ' 000 335. 500,000 
Nov. - February 24<> ,000,000 96, 000,000 48,000, 000 a . 000.000 410,000,000 ~' 100' 000 March- June 280' 000 ' 000 120 ' 000 ' 000 60,000,000 60, 000,000 457 '000. 000 ' 000 ' 000 
Total lat Tear 780,000, 000 ~,000 ,000 160,000, 000 1,260,000, 000 1 , 250,000,000 1 , 095, 000,000 
2nd Tear 320,000, 000 , 000,000 200 ' 000, 000 920, 000,000 915,000,000 800, 000, 000 

• 
ard Tear 300,000, 000 500' 000' 000 300,000, 000 1,100, 000,000 1 , 130,000,000 991,800,000 

th Tear 100, 000,000 500. 000' 000 ~:000,000 ~:000,000 891,000,000 780, 000,000 
5th Tear 355 000 000 000 000 000 000 689 000 000 6oo 000 000 
1'otal of 

5 Teare 1,500,000,000 2, 075,000, 000 1 , 300,000, 000 4 , 875,000,000 4 ,875 ,000,000 4,266,800,000 

•Flret :rear of 5 year program contains 16 months to coni'orm with Government l"iacal Tear ending June 30, 1936. 

00Theee figuree not included in totale. During months thus marked omplo11D8nt will be 11.mited mainly t o 
~lanning, land acquisition, end demolition. These figures r epresent omplo)'ment created by the present 
$15(),000, 000 program end will fill this i nterim between the present end new program. 

ilm>loY!!lent Created :!?z !!c. $4, S75.00Q.OOO Program 

\IoneY Eroended Men-Hours 
Building Tl'adee Sldlled and Unsldlled $1 ' 556 ' 000. 000 1 , 546,000,000 
Supervhion, Administration, Ezic1neerlng 246, 000,000 302' goo ' 000 
Fabrication of Vaterlals and Equipment 861,000,000 1 , 629,000, 000 
Production of Ralr Vater1als 287, 000,000 505.000' 000 
'l'ranaportation of Building Vaterials 164, 000,000 284 000 000 

'l'otals $3,114 , ooo,ooo 4 , 266, 800, 000 
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IV 

stiBSIS'l'DJCE BOIIES'l'EADS 

An expended program is recOilllleDded pro'liding for sufficient 
tunds to make the total appropriation f or subalatence hcmeatee.d­
ing $225,000, 000 onr a fhe-)'ear period. Such a progrs rill 
aaaiat in the decentralisation of incbatey and rill combine eco­
nomic aoundneaa with aerTice to a clan UD&ble to obtain aeaiat­
ance from private sources. 1he propoaed $225,000, 000 will turnieh 
i ndividn.al homeateada for ehout 50,000 families with annual in­
comes rang1nc from $600 to $1,200 each. 'the program 1a baaed on 
the demand for ~baistence homeateacl.a , on the estimated ability to 
make intelligent expenditure of a'l'ailable twlda , end on the antici­
pated abilit)' of prospective hoJDeateadera to liquidate loans made 
to them. The Di'l'iaion' e fifteen monthe' experience in the field 
of organisation and the expendi tura of tuncl.a and in determining 
the abilit)' of persona of a low-income claaa to pq out, all point 
to a II'WII in the nei~borhood of $225,000, 000 aa the maxlAim which 
can be etficientl)' spent o't'er a fhe-)'ear period. 

The recoiDIIend.o.tion oa to amount hBs been based on: the de-

mand for aubaiatence homesteads, the estimated ab111t7 to make 

expenditure of available funds, and the anticipated ability of 

efficient homeataacl.era to liquidate their loans. 

Re~eats tor subsistence homesteads calling for some five 

billions of dollars have come to the Di'liaion of SUbaiatonce Home-

steads during the peat fifteen months; approx1matel7 ten percent 

of these requeata appeared worth)' of conaideration. Inquiriee 

concerning indiTidn.al homesteads han totaled core than 500,000 • 

.A.ctual application& number nearly 25, 000. 

This popular response indicates a demand for several timea 

20 

Regraded Unclassified 



the llllllber of homnt•da which could be coutNCted with 

$2<35 ,000,000. :But the neceulty of 'bllilding up an aobi.nhtra­

tive orcanhation; the time required to guarantee that proJocta 

shall be eocial]J' and economical]J' eound; and the concorn which 

mat be given to the .. lection of homeeteadera able to p«¥ their 

'lllay and rea4,y to woz!c their ~· .All theae factors dictate a 

reasonable limitation. 

Social 4apecta 

The field of houeing and hom .. teading mB:il proper]J' be divi-

dod into three ~tegcriea , according to tbe population group to 

be acco111110dated: 

1. For per eons without income, prefllllll&b]J' on relief. 

2. For pereona of the lo ..... income group, tbat ia, with an­
tlll&l. income• of from $600 to $l,a>O, especially thoae 
part-time or seasonally q,loyed. 

3 . For persona with anm1al incomea of more than $1, 3Xl. 

The Division of ~baietence Bbmeeteada believe• that it can 

beat capitalise ita uperianoe, and can perfom the moet ei&niti­

cant public eervice, b)' concentrating upon project• for tho accoJDo 

modation of the second group. 

Familiae with yearly incomea ranging from $600 to fl,a>O can-

not obtain private credit for the purchase of a house and land. 

They maintain a precarioue balance on the border line of relief. 

The majority are now living in IIU.b- etandard hou.eea, the caat-ofta 
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ot the more fortunate . Bet1-.tee place the need tor bouaiD& b)' 

m•ben ot the 1o ... 1neome Cl'Oilll 1n areae eonti&WJue to urban cen­

ter• at 75,000 dwellincl per 781U'· 

Oover11111ent aaatatcce ot 10111e eort 11 neceall&%7 U these 

people are ever to BDJo7 decent home•. 

SUbahteDCe homeetaadiD& wl.ll anner the needa ot a large 

proportion of the lo.-1ncome clau. .it the - time that it pro­

Yidae web famillea with decent bouaae and a ~er atandard ot 

liYiJI&, it often t~ a~ ot Uvellbood apU7 auited to their 

eirCUIIIItancaa of eq>lo1111811t. It not only removae them hom the 

preeent dancer ot goblg on rellat but it erecta a bu.l•rlt between 

them and the ~t ot eome future dapren1on. 

SUbehtence homesteading, moreover, ~be c!on&l.cted accord­

ing to a plan such ae the one herein described, which will both 

preaerve the 1ndependmce and eelt-rupect of the homeeteader and 

conaerve the tunda ot the J'ederal. treaau')'. So tar u ita bene­

fih wou.ld d1rect17 touch the 1ndiv1&1al, the propoaed progl'am 

WOI1ld require homeeteadere to r~ monll>'l adranee4 at a rate of 

1ntereet approxillating that which \he Government 1111at P87 tor ita 

tunda. SUch a program, theratore, would turniah a method ot re­

habilitation at a coat lower than b7 &QY other aimilar meana. 

Nor, 1n fi«<J.ring coat to the Oovernmant , ebould the tact be neg­

lected, that placiD& 1o ... 1ncome familiae on homeeteada meane p~ 

venttnc their addition to the roll of famillea on reuet. 
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Il2!l 2! ZToJecta 

The cuidin& principle in aettinc ~ 1111cb a. program a.e 1e 

here suggeated will be the poeeeaaion of a. .nall income b;y the 

prospective homeetea.ders. Thia mea.na that the program lllllllt be 

closely t i ed to induatr;y, 

The program, therefore, would concentrate on an induotrial 

t7Pe of proJect. J.t least 7ryf. of the elq)endi turea would be planned 

for world.ll8111en• • garden homes, probably with not more than an acre 

or so of ground, in localities adjacent to i ndustrial centera and 

industr ial area. a. The outstandillg example a of the dec en traliza.­

Uon of induatr7 for the pest thirt;y ;yeara have been in the thirt;y­

three industrial areas of the United States , within a.nd about cities 

ha.vill& a. popu.lo.t1on of less than one lrundred thouso.nd porsona. 

A. developnent of the i ndustrial garden tTPP of proJect would 

be in the nature of a cooperative project with amall indi'fiduall.)' 

held homesteads , but with comvnel lands for haavier farmiD& aDd 

da.irT!n&, and cooperative enterprhes 1111cb as factori es, d orea 

and similar enterprises. 

The program would also include proJects for persona with 

small fixed i ncomes. Wany persona over-age for industri al emplo;y­

ment dra from pensions, sa.vinga, or anDUities an income 1ntlllff1-

cient t o keep them off the relief r olla whil e th&T l ive in a North­

ern ci t;y, but large enough to maintain them i n comparative comfort 

could th&T be tlllPPlied w1 th a homestead in the South. Homoeteads 
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for .uch persona would be 1Jl bopiac with the IDOY-t for old 

84111 pensions. It h th~n~t, mo"o-n~r, that ll:orthorn St6tee, 

1n the interest of econoiQJ, llllcbt cooperate in transferring 

acme of their indigent citicana to Southern homesteads where 

pUblic funds neceaaar7 for their .upport would be emaller than 

at b01118, World War veterans drawlnc J'ederal benefi ta would 

fall i .nto this claea of pro~tive bomeateadere, It ehould 

be ampbaebed that the mov-t of web persona from ono re­

cton to another would, of courM, be ant1rel7 voluntarT on 

their part. 

The program would contiJNe to deal with the problem of 

1nduatr1all7 stranded groupe, but the establishment of proj­

ects for this olaaa of pereona would necesaar1l7 awab the 

ezpaneion of induatr7. It would be contemplated, bCIII'ever, to 

have aa an important aection of tbl progr• a contiJNed activit7 

to encourage the cooperation of induatr7, and particularlT ita 

decentralization. J.a faat aa induatey lndicated 1 ta wUUng-­

neu to cooperate and 1 ta ab111 t7 to ezpand, projects for 

stranded groupe and for peraona DOW on relief would be ea­

tebliahed. 

S11111larl7 dependent upon the abili t7 of 1nduatey to pro­

Vide omplo1JD8nt would be pro.jecta· for the induatr1all7 handi­

cappod end to acc0111110da te the large DUIIIber of pereona who 

bavo been ~ vp on the faraa during the dop"eaion. 
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Jinancial A!Pectt 

In the expenditure of the suggested appropriation, we belieYe 

that a distinction properly mB¥ be made between funds apent for the 

benefit of indiTiduala end those spent primarily for the benefit 

of the public. 

lre divide , therefore , the proposed expenditures into a ~ 

on which a return of principal plua interest would be made , end a 

1~ which would be wholly expendable. 

The latter portion would be intended to cover lraahington over­

head, end those overhead costa in the field which would not occur 

in a similar enterpriee, undertaken printely. Such f i eld expendi­

tures would cover su,pervisory health and educational services, and 

experimentation and research, the reeulte of which would be calcu­

lated to benefit not only the immediate program but would cr eate 

a basis for the future dB'Yelopnent of the su,bsistence homeateada 

movement . The figure of 1~ for such services 1a baaed upon the 

experience of the Division. 

The remain.ing ~ of the fund would be divided into four cate­

goriea: capital chargee; taxable items, that is, for materials and 

services commonly paid for througb taxation; self-liquidating items, 

such aa cooperative farms and stores; and a contingent account to 

cover inaurance, 'tacancies, and reposaueions. 

Capital chargee would be amortised over thirty to thirty-five 

years at ~ interest, and charged directly to the homeateader , either 
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as purchase payments or as rent, In the case of tazable items, the 

homesteader would PB¥ to the 888DCY furnishing the services. whether 

Federal, State, or local, a cash B\1111 in lieu of and equivalent to the 

taxes peid by other persons in the community. While Federal prop­

erty is exempt from State and local taxation, it is considered both 

wise and fair that homesteaders should PB¥ the equivalent of taxes , 

To do otherwise would set homesteaders apart as a privileged class, 

while teldng property out of tazation and at the same time bringing 

new per sona into a community, would increaae tM tax load on others 

in the community and would soon result in such popular resentment 

as to embarrass the ~ntire subsis tence homesteads movement , Self­

liquidating items would be charged to the enterprise created by the 

loan, on terms calling for an amortization period of not more than 

thirty years, at an interest of not less than 3~. The contingent 

account would be charged to the homesteaders on the same terms as 

capital charges, 

Employment Provided 

The program would provide an estimated 262,163,189 man-hours 

of labor - 136,904,351 man-hours of direct and 125,258,838 man­

hours of indirect, 

Out of the total man-hours of direct labor, 57, 496,226 man-hours 

would fall to workers in the unskilled group, This labor might well 

be provided by persons now on relief, Necessary skilled labor would 

come in large part from union ranks and would thereby give to the 

labor or~zationa their share of the Federal funds expended. 
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RULRO.t.DS 

Loans to railroads in 19M b7 the Public lorica Administration 
ecgregated $193,531,500. It h est1matod that in 1935 u.oder liberal­
had t erms $310, 000,000 in loana wauld be taken b7 the railroad• for 
maintenance and equip~~~~~Ct. 1'81'11111 ~NCP•ted are (1) no intereat for 
the first three yeare; (2) entire loan to be repaid in 15 ;years, pq­
ment of principal to begin in the third ;year; and (3) security to be 
in the form of Junior bonds or receiver's cert i ficate s. It i a not 
expected that loana wauld be necessary after the first ;year, if the 
enlo.rged Public lorks Program shauld i ncrease industrial production 
to the levels of predepreseion ;years. Under these conditione rail­
roads wauld be able to finance current and deferred maintenance w.t 
of earnings, and tbe purchaee of new equipment c~Jld be privately 
fiDnnced. 

Railr oad !!.2!!!!.! ~ 19M 

Loans to railroado which were authorized in 1934 as a part of 

the Public Works Pr~aJil have aggregated $193, 531,500. There will 

have been paid to the railroads to December 1 , 1934, on account of 

these loans $133,167,000, and it is eatimated that a total of 

$145, 000,000, or 75 percent of the loans authorized will have been 

paid by the end of the curr ent 70ar. Thoao loens were authorized 

to aid in financing the following projects: 

Penna;yl vania electrification 
Other repairs end improvements: 

Roadwa;r $32,076,000 
Equipment 27, 386,000 

New and reconstructed eM••~-nt 

Total loans authori~ed 

$45,000,000 

59,462,000 
89 069, 500 

$193,531,500 

The estimated man-hours of direct labor amounted t o 92,102,000. 
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Estimated Lo!Uls ~ 1935 

I t is estimated lo!Uls to railroads could be made i n 1935, if 

the terms of the maintenance loans are liberalized as hereinafter 

~sted, in a total of $310,000,000, for ,maintenance $260,000,000 

and equipment $50,000,000. 

Deferred Maintenance ~ 

ln order to increase euplo;yment quickly , which is the purpose 

of these loans, the maintenance work financed by PUblic Works J.d­

ministration loans should represent deferred maintenance which the 

railroad in question wishes to make Up in addition to the miniDillll 

current maintenance required in the operation of the raUroad under 

present traffic conditi ons. 

I f the•e :oans were used t o finance current maintenance they 

might provent rece.ivership or further unelll!>lo;yment, but they would 

not cause a substantial increase in euplo;yment. 

The amount of deferred maintenance that could be financed would 

depend Upon the terms of the loans. The outside amount is probably 

represented by the excess of 1931 expenditures over 1933 expendi­

tures; namely, $362,180, 000, as shown by the following table: 

Class I Railroads 
Excess 1931 

1931 1933 over 1933 

Total Revenues $4' 188' 343, 244 $3,095,403,904 $1,092,939,340 

Rep:lirs to Roadway 
and structures 453,960,000 271, 642' 000 182, 318, 000 

Repairs to Equipment 549.613.000 369' 751, 000 179,862,000 

Total Repairs $1 '003, 573,000 $641' 393,000 $362,180,000 
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The expendi turea in 1933 indicate the minl.DI.lm expendi turea tor 

maintenance that mq be eJpected of the railroads in 1935 under 

pr esent tratfi c conditions and without financial aid; whUe the 

e:r:penditurea in 1931 indicate the maxiDillll expenditures that could 

be expect ed under the same traffic conditions with :Federal finan­

cial aid extencled on liberal terms. 'l'he difference, $362 ,180, 000, 

represents the total amount of defer red maintenance whi ch m16Jlt be 

financed b;y Federal aid in 1935. If earniJI&a returned to 1931 levels 

the raUroada m16ht be expected to spend what they did in 1931 nth­

out resort t o :Federal aid. 

'l'o encourage the roads to come i n for these deferred lllaintenance 

loans uncler present traffic conditions, however, veey liberal terms 

aa to security mut be allowed. Otherwiee, moat of the railroads 

would prefer to go cl.ong for another year making mlnirnm maint~ce 

expenditurea 011t of current earnings and catch u;> on their deferred 

maintenance if and "hen they can PG:T for it out of unearned current 

earnings. 

Estimated Deferred llaintenance Loans for 1935 

From a s tud¥ of the repair account& 1n 1931 and 1933, an anal;raia 

of rail and tie renewals 1n recent ;rears, and the present bad-order 

equipment situation, it is apparent that the total loans to make up 

deferred maintenance 1n 1935 would not exceed $260,000,000, as follows: 
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l!oadwl!l Rep&ira 

860,000 t0111 of rail, inolu.diD& 
faeteni.Dce and labor 
appllcatloo $60,000,000 

40,000,000 oroa.-tiee, inclu.diD& 
treatment and labor 
appl1cat 10D 70,000, 000 

Other roa4wq repaira and 
canatruction ?Q,OOO, OOO 

Total l!oadw~ Repairs $160,000,000 

Equipment l!ep&ira 

LocomotiYea 
:rr&tsM Cars 
Paaeenser Train Cara (inclu.diD& 

air-conditioninc) 

Total Equipment l!epaira 

$50. 000, 000 
40, 000,000 

2(),000,000 

Total Deferrod Waintennnco LoaDa 

Eguiment IQa.u tQr. ~ 

$110,000,000 

$260, 000,000 

'l'hoae loans can usuall,y be reaaonabl,y secured on the equi~nt 

itself, In estimating the possible loans to the railroads for equip­

ment for 1935 and aubsequant years , therefore, the quoation is not 

one of socuri ty for the loans but of the demand for auch equipment. 

lhile much of tho railroad equipment now in aervice is obsolete an4 

ahould be replaced, aeYPral recent deYOlOJliiiCnh will make the rail-

roads r eluctant to commit themselves to extanaivo purchD.se of standard 

equi~nt at thia time. 

These developments are: (1) The use of the Diesel locomoUve 

for road aervice aa well aa awitchins aervice: ( 3) '1'ho proapectiYe 

poolins of box cara: an4 ( 3) l!ecent auccesetul. teats of faat Dieeol-
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powered atreamline pa .. encer train• with U~t paasencer car 

equipment. 

In view ot tbe ae UDcertainUee tho conetructlon ot new equip-

ment 1n 1935 that could be fineneed b7 hderal loane w1ll not ex>­

ceed $50,000,000, and thia amount would not be tlllbatantlal~ in­

creased bT more liberal torma. 

An eatimate ot the Jdnd ot equipment that m1d>-t be pUrchaeod 

or constructed by tho railroads 1a gl.ven below: 

NWDber ot tJn1 ta 

1.00 
10,000 

500 

Total Now Equipment 

Loco110tivee 
:rreid>-t Care 
Pas aongor Car a 

Total Coat 

$10,000,000 
25,000,000 
15,000,000 

$50,000,000 

It 19 oatim&tod that the Pl1bl1c Works Program under conaidera-

tlon should increaae industrial production to the lovela ot pre-

depression ;reare. It this ocCill"a, railrood revenues should ~raxi­

mate the levele shewn on the chart. 'Ullder theao conditione the 

railroads will bo able to finance current and deferred maintenance 

out of earninge and will not have to borrow from the Government tor 

this purpose. J'u.rthenlllre , their credit will be iaproved to IUCh 

en e:r.tent that pUrehaae ot new equipment can be privately tinenced. 

Consequently, it 1a eethated that no loane will be made to tho rail-

roads for maintenance or new equipmont during the last taur years ot 

the fivo-yoar Public 1'orka Program. 
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Security 

The followlnc terms are succested with the realisation that 

1n the evant of a receiverBhip the poaition of the GovernDBDt would 

only be ahead of the preferred etoclt: 

Intereat - Free for first three 78&rl of loan. 
l!Bpal!!!nt of Principal - 'l'o be&ln 1n third 78&r of loan; 

entire loan to be r epaid in 
15 J&ars. 

securi ty - JUnior bonds or Receiver ' a Cortifioatea. 
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VI 

GRAD~: CRO.SSIIIGS 

'lhe conaensue of opinion h that railroa4 grade-crossing elimina­tion h a hi&hl¥ uaetw. ~tald.Dc IIIlich ld&Jit well be i.Dcluded in a lerp scale Public 1forka procr•· thdoubtedly thh propoeed work is aociallf one of the IDOat uaeful undert&ld.ngs which could be launched under Federal auspic... It would contribute greatl7 toward public safety, and effect subatant1&1 lone ranee econoadea both direct and in­direct. Li&hter , faater and IDOre treq1*lt paa~r and frei&bt-traine ere detiniteq predicted, and with their ad'fent, the crade-oroaatng me~~aee will become iiiCreaatncl¥ eerioua. 

'lhe problam h larply one of finance, and the ahe of the program 

will depend upon the ab1lit7 to finance , While in the past it baa been 

cuatomary for the railroad• to pa7 part of the coat of this work, to 

accomplish a oomprebenetve program at thie time would be impoeatbla, 

unleaa a grant of 1~ of the coat of 8UCh work be made - the railroad• 

to furnhh the nec .. a&rf r1ghta of wa7 tree of cost, and alao the coat 

of engi.neer1ng euperYiaion, 

It ia recommended that elimination of railroad grade-croeoings 

be included in thb program, and a IIUIIl of $100,000,000 allocated for 

thh purpo .. , 
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VII 

ROlW. ZLICTRI.I'IC.l'l'IOJI 

ODl;r a aal.l pucentace ot the tarma ot the Ullited Statu are equipped with electrie1t7, The Mnral rural electrification wne;re that hen ~ lll&4e 1D ditterut MCtiODa ot the 'OJUted Statu indicate that there h an anrace ot tour potutial eue­
t~r• to the mile, It 1e .. u.ted thet there are at leaat 1,300,000 fanu that would becO• con-n ae eoon aa Ml"'f'iCe ie anilable. 'l'o prO'f'i.W thh MM'ice would require an apendi­ture ot about $300,000,000. 

It h propoMd that diatr1but1on linn be built. lD •- 1n-

at&Dces 1t M:l be Deeeaaar;r to build Die88l or water-power plute, 

rather thaD extend exhting treDalaaion e;ratema. Sach tac111tiea 

could be built ~ the aceDC7 ot a baard ot count7 cOIIIIdaaionere, 

termer cooperative•, public Mrvice corporations or b7 «Elating power 

C""'p"n' ea. 'lhe coat ot such conatruction ahould be a.orthed over a 

period ot twent7 or twent;r-tin 7eara at a low rate ot interest. 

~ projecte ahould be aelt-Uquidating. 

Boarda ot eount;r commiaaionera or other agenciaa organised aa 

pUblic utilit;r corporation• could borrow tunda tor the purpo .. ot 
conetructtnc the tacilitiea and iuue bonds ace1Dst them - the coat 

in the and to be paid b;r the co~r thr~ a monthl7 charge over 

a period ot 7eara. Operating and adminhtra...tve expenaea &lao ahould 

be paid on a 111011thl7 baais b;r the eon~~~mm"a. .Another plan will pro-

vide tor l oana to power comptnha. s- form ot regulation would 

be required to 1Daure the rural con.-r a reaaonable rate. 
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An appropriation tor the conatructi on of d1atr1~t1oD 11Dea 

and h olated plaDh ahould 'be acco!ap&llied 'tl!r a pro'f'iaioD tor aaaht-

1nc rural OOD~era in eecurinc the necee.ar,r aervice 11Dea, tta~ 

tuNa aDd appllancea. L1cbt1Dc oDl:r, 1a DOt a •thtactor:r objec­

tive tor rural electr1f1~t1on. lDatallatton aDd uae of adequate 

appliance• are uedad. !he coat of theae it_. u-11¥ e:rceeda 

the charge to the uaer tor t.he dhtrt'butioD line. 

An allocation of $200,000,000 t or the tirat :rear, aDd $100,000,000 

tor the eecond )'e&r 1a recoiiiii8Dded tor a procram of rural eleotr1t1-
ca.tion, 
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VIII 

In order to provide a compreheneive conetruction procr&m of a 
lar!$ volume it will be neceaaar,r t o conti~e the construction of 
:Federal projects during the fiecal ;roar 1936 on an expanded scale , 
It an expenditure in e:meu of norual h mad.o during that period, 
succeeding years should show a reduction of the l!'edonr.l program to 
a level aubatant1&lly below nonoal . Pendin& before thie .Adm:l.nia­
tration are requeata !1'0111 tho varioue construction et;enciee of the 
Oon~t totalillg appronaately $1,833,000,000 • .An anal)'eia o! 
theee requests indicate• that a prograa of $850,000,000 tor the 
first ;year 1a economically eound, lor tho eecond ;year t45o,OOO, OOO 
io recOIIIDOnded and for the three r-inin& years of a &-year program $25o,ooo,ooo each year . 

Preaont Progr&m 

!'be operation of the Public 'lorka Administration baa uade pos­

sible for tho first ttmo in the biator;y of tho United State• a coor­

dinated :Federal Public ll'orlca Program. From the creation of this J.d.-

ministration in June, 1933, until the preaoint time, alichtly more than 

$1. , 550,000,000 baa been allocated for Federal projects from Public 

'lorke tunda , '!'be projecta included in thie program were eelected 

after the eatabliabment of definite requirements and a careful 

anal)'eh to det ermine their eligibility, Jinon& the factors given 

conaideration in the selection of each individual project in the 

preparation of the procram were the followin&: - 'lhether the proj-

ect wae under construction or under cont ract and had to bo completed 

if financial lose to the Government wae to bo avoided; whether 

neeeaaary tor the protection ot lite; tor tho protection of J'ederal 

property; to maintain the pl1feical property of the Government; tor 
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for which appropriation• preTi oualy have been made by the Cancra•• 

and which baa boan accomplhhed by prior l'lllllic Worlr:a allotmonh, 

J. braak4own b7 t;rpea of work Wld4r thh progam ~ bo .um-

.artsecl •• follow11 

Hipay COnltructiCID 
uuuu .. 
lluildinp 
Recl-Uon 
Rivera and Harbor• ) 
llood Control ) 
'fa tor BavtpUon llda) 
Ve11ela 
.l&z'1Cul t\IJ'al .lid a 
J.viation 
111 acellaDeoua 

$448.000.000 
19,500,000 

100,000,000 
?5,000,000 

150, 000,000 
26 ,500, 000 

9, 000,000 
5,000, 000 

l ?, OQQ,OOO 

$850.000. 000 

Baaed on l'lllllic 'forlca Adadnhtration uperience l'edAiral con­

atr1lCt1on gtvee almoat complete geographical dhtributlon of the 

worlr::, In the J'edaral program financed b7 the 1934 and 1935 appro-

priationa, worlr:: baa been completed or h 1111der cCDatruct1on in all 

but 36 of the 3, 072 co\llltiea in the th>Hed Statea, 1he l'lllllio 'forlr::a 

Adminiatration, aa well aa the Federal conatr1lCt1on agencies, have 

upended their forcea and perfected their orgenhatlcna to auch an 

extent that now it would be pouiblo to continue the expanded Public 

Wom program with greater facilit7 and diapatch than baa been po.,. 

eible durill& tba fon.tive period of the paat eiptean 1110ntha, .t. 

large maJori t7 of the projects contemplated un4er thia progam could 

be placed under conatructicn within ninety 481• after the ~ney 

becomes available and completed within one 78&1'• 

38 
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n h .. u.ted that auch a procru wo'llld create 4,1500,000 _.. 

111011tba of direct emplo;rment plUll a lUce emcnmt ot i ndirect emplo;pment. 

'l'be oati•ted &!arat;e 11UIIIber of m011 to bo emplo~d at the eite of the 

work h 3<10 ,000, plua 811 equal IIUIDber 1Jid1rectl7 emplo7ed, or a total 

ot 690,000 111e11. 

Syce!tdi!IC Ieara 

DlriD« the r..tllinc tour ~· ot a 5-year prosra 1 t 1a r89_. 

lllellded that $450, 000, 000 per year be io.clw!Aid for the aecOIId ~. 

&lid $21!0,000, 000 per ~ar for the reaa1111nc yeara. 

J'urthar l!iXpallaion £t the Prou• 

!Dlh progam c&D be further upanded by adding aircraft tor 

Army and !l&yY, .Art1q motoriaation &Dei !!!&Cb•Db&tion, ordnance and 

aimilar projects. 

39 
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IX 

RISIWICB 

Scientific reMerch baa not bean related to the -rpncy pro­

cram• ao far eponaored b)' the Admilliatratton an4 41fficul ty baa been 

81100\llltared in at\elllptinc to proYide acplo:r-t tor thia clan of 

worare. OD the otbc band, the Ooftr~~~~ent•a reeaarch program baa 

'boezl creatl7 C11Z'taile4 in the laat two 7HZ'• an4 a contiDuanee of 

thie pol1o7 Will reault in cr .. tillc a pp tllat -,y ne•er be cloeed. 

Part1cularl7 1e thia tr"QII With reprd to reaearch molYinc oon­

tinu1t7 of effort. ID4uatJ:7 alao baa rewed ita end.eaYOra alone 

re March Unee. A1q lone tU'III economic plannine ahould include 

eoienttfio :reeaarch aa a nece"ar7 feature. 'Die IIIIIDT techllioal 

problema inYOlYed in • larco and conttnutnc oonatructton program 

malcea it illlperattn tllat atudiea be -.s.rtean loolr1DC toward im­

pro•-t in deaip and conatruotton aa well aa to tundah the 

baeic data euctial to IIIIIDT ot the JrOJeota. Techn1cal progreu 

will certaiul¥ lac UDl.eu the hderal Clo'fO~t coordinate• 1 t 

with the PQH17 objecthe type of work pr0Yide4 in the propoaed 

conatructton program. 'le are now eatine up our capital of ac ien­

tifio laiO'II'ledge clneloped thro\llh rueerch and continUDU.B uae of 

reaearch atatfe in objecti•e application pr~Yenh the eccUilula.-

tton ot new priDCipl... 'lhe rapid depletion of ow natural re­

aourc n alao brine• u cloMr eech year to the JIAMid for thia type 
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of work. 'fo MCWa ~~ut ·~• from raHN'Ch a• a •UIIIllu to 

~t17 1 t lhovJ.d 'lie utllll4e4 'lle70114 the rov.tf.Ae t;rpe of work 1n­

..ol•e4 in _.,.,., and t11t1De of •teri~l. llu .. ta, Oreat Britain, 

Ital7, and JIIJ)U haft 110bUhed :reMU'Ch faolli\111 in an effort to 

rehabilitate the eoo-tc politioo of theM nation•• 

'Die ScieDCe 44Yil0l7 BoNd ha• 'lleeu albd to prepare a re­

llateh procru iu the field of couetruction, 'tlheu tht• h :recehe4, 

a 11101'1 clefW il rec-Dd&tiou can 'lie ...S. a• to the character of 

the p~ u well aa a defWie reoc ndaUOD a• to the uouut 

of ..au7 required to c&rl')' U ihrcn~F, 
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Report on Bational Constructi on Program 1938-40 

I. Prefaca; 

1 . In the preparation or the proposed program a canvass was 

mada or all feasible avenues of Federal expendi tures along con­

struction lines on a repayable basis which would furnish the 

maximum of employment and economic sti mulation. 

2. Where the program affects private initiative, the purpose 

has been to have the government proceed only so far as necessary 

to aid business recovery. 

3. It is believed that the program is sound economically U 

emphasis is placed upon its continuing character for at least a 

5-year period. 

II . Economic baSis for program; 

1. A government construction program involving the expenditure 

or 5 billion dollars per year would provide a volume of employment 

equal to that preva111ng in the period 1925-29. 

Basis of calculation: from 1925 to 1929 total dollar volume 
or annual constructi on ranged between ll b1111on and 13 
billion dollars. The price level now is 25 per cent lower 
than during that peri od. Therefore, it is est111ated that 
construction amounting to 7t to 8 billion dollars a year 
would be equ.i valent in e.aployment, both direct and indirect, 
and in real income to the higher dollar volumes of con­
struction in the 1925-29 period. Private construction at 
the present time is at the rate of 2t to 3 billion dollars 
per year so that the addition of a government program or 
5 billion dollars per year would bring the total con­
struction volume up to the required figure of 7t to 8 
billion dollars . 
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2. Ass\llllea that the gove.rnment program would be so carri ed 

out that it would not fUrther undermine the privately financed 

construction; also assumes that over a 5-year peri od pri vate con­

s truction would greatly increase as a resul t of improving business 

under the stimulus of large government expenditures. 

3. The decision may be made at a "later stage as to the need 

for maintaining a 5 billion dollar year expenditure over the whole 

5-year period. 

4 . A 5-billion dollar annual expendi ture would provide direct 

employment for about 2 million men per month, and indirect employment 

of 2 million per month - in production, transportation, and merchandis­

ing of construction materials, making a total of 4 million. 

To this figure of 4 million per month must also be added 

so-called secondary indirect employment which is variously estimated. 

The amount depends on the assumptions that are made as to the pro­

portion of the expenditure that becomes income, and the proportion 

of the income that is spent and not saved by the vari ous groups of 

recipients all along the line. The proportion which is spent will 

depend in part upon the total volume of construction including that 

privately financed and in part upon whether the total volume of 

construction is rising or falling. 

The present Public Works Administration programs have been 

relatively ineffective for two reasons: (a) the amount was too small, 

and (b) the duration of expenditure was too short. 
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III . Statistical m'mmpry; 

The program provide s for a total expenditure of 

$21, 145, 000,000 OYer a period of 5 years . The following 

statistical summary shows a breakdown of this total by types 

ot projects and also indicates t he employment that lllllY be 

expected from the operation of the prograa for each of the 

5 years through 1940. 
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Proposed 5-Year Construction Progr am 
by Types ot Projects 1n Millions of Dollars 

Non-Feder al 
projects 

Urban Housing 

Rural Housing 

Grade Cross ing 

Expr ess Highway 

Railroads 

Rural 

1938 1937 1938 1939 1940 

2,000 1,500 1,500 1,500 1 , 000 

1,000 1,500 1, 500 1,000 1,000 

300 500 500 400 300 

300 300 300 200 100 

310 

300 

60 

300 

60 

300 

60 

300 

60 

Electrificat ion 200 100 

Federal Self­
liquidating 

Federal Projects 

Totals 

240 

550 

120 

550 

115 

550 

85 

550 

85 

550 

4, 900 4,930 4, 825 4 , 095 3,395 

Summary of Expenditures and Employment 

7 ,500 

6,000 

2,000 

1,200 

1, 200 

550 

300 

645 

2, 750 

21,145 

Year Expenditures Average No . Yen Employed Thrgugb Year 

1936 

1937 

1938 

1939 

1940 

$4,900,000,000 

4,930, 000,000 

4,825,000,000 

4,095,000,000 

3 . 395. 000. fl00 

Total $21,145, 000,000 

Direct Indirect Total 

2, 084, 000 

2, 054, 000 

2, 010, 000 

1,707,000 

1,415,000 

2,084, 000 

2,054,000 

2 , 010, 000 

1 ,707,000 

1,415, 000 

4,168,000 

4,108,000 

4,020,000 

3,414,000 

2 , 830, 000 
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Non~Federal Projects 

1 . Statistical sn!!!!!l!!rr: 

Year Expenditures 

1936 $2, 000,000 , 000 833,000 

1937 1,500,000, 000 625, 000 

1938 1,500 , 000 , 000 625, 000 

1939 1, 5oo, ooo, ooo 625, 000 

J.l!jQ l , OQO , OOO, OOO il7, QQQ 

Total $7, 500, 000, 000 

170 

833, 000 1,666,ooo 

625, 000 1, 250,000 

625, 000 1,250, 000 

625, 000 1, 250, 000 

~7.QQQ Jmi. OOO 

2. Description: Construction enterprises by states, cities , 

and other local government for street s , sewers , water, buildings, 

bridges , flood control, and po"er. 

3 . Need; The present demand is indicated by the 4! bill i on 

dollars of a pplications received by the Public Works Administration 

in the seven months immediately following its establi shment , when the 

terms were only a 30 per cent grant with interest at 4 per cent on the 

balance . This was three times the annual expenditures in the 

prosperous years; also there are $2,800,000,000 1n appli cati ons, a 

large part of whi ch could be favorably considered 1f more liberal 

terms were appli ed. 

States, cities , and other local government spent approximately 

7t bi llion doll ars from 1925 to 1929. 

Under a liberali~ed financing plan of no interes t or a 50 

per cent grant, i t i s estimated t hat during the 5-year period, the 

7t bi lli on do1lars would be expended. 
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4. Time required to s tart program: There ·would be no delay 

in starting the program as applications could be received a.nd handled 
promptly by existing state engineer offices. 

5. Repayment: This is assured by the obli gation of the public 
body obtaining the loan. (Reference is to repayment of ~ of the 
total amount expended . ) 

Year 

1936 

1937 

1938 

1939 

1940 

Total 

Urban Housing 

1. Statistical summary: 

Expenditures 
Average 
Direct 

$1, 000,000,000 417, 000 

1, 500, 000,000 625, 000 

1 , 500, 000, 000 625, 000 

1,ooo, ooo, ooo 417, 000 

l . OOO. OOO . QOO 417. 000 

&6 .000. 000 . 000 

NQ, ilen Em11!0l:ed 
Indirect 

Throg,gh Xi!a;t 
Total 

417, 000 834, 000 

625,000 1, 250,000 

625, 000 1, 250,000 

417,000 834,000 

417 .QQQ 834. 000 

2 . !2s:scriptlon; Adequate housing for the low income families, 
clearing and rebuilding slum areas , etc . 

3 . Need: The need for this type of housing for the next 5 years : 
(a) Housing Di vision of Publi c Works Administration: It is 

esti.mated there is need for 4, 8371 000 dwelling units of the low cost 
and slum clearance types; 1, 362, 000 required immediately, ond an 
additional 695, 000 tor each of the 5 years. 

(b) Need is also r eflected by the mor e than 500 limited 
dividend applications on file in the Housing Division, amounting to 
approximately 1 billion dollars, and requests from sponsoring groups 
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and authorities for arer 2 million dollars of direct Feder al housing 

proj ects i n excess of the lt million dollars previously made available 

to the Division. 

(c) The proposed program of a 6-billion dollar expenditure in 

5 years i s made up as follows: (l) $4,875,000,000 to be expended in 

cities with a population of 25, 000 or over, which would supply 

1, 390,000 units at an average cost per unit of $3,500 inclusive of 

land; t his figure is 28 per cent of the total est1mated need of 

4,837, 000 units; it provides for taking care of two-thirds of 

immediate housing requirements, and one-third of the normal de-

mand of the next 5 years . (2) For cities under 25,000 an additional 

lt billion dollars is provided, making a total of 6 billi on dollars. 

4. Repayment : A 60-year amorti zati on period without interest 

is proposed, as the employment created by the proposed hou.sing pro­

gram is expected to diminish relief expenditures, and since only 

with considerable government ai d can sati sfactory housing be pro­

duced at a r ental commensurate with the present need. Private 

enterprise cannot produce adequate housing for the low income 

families , nor can it clear and rebuild s l um areas without replacing 

low income tenants with a low moderate income group which on a large 

scale operation =uld disrupt the whole population of a ci ty. 
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Rural Housing 173 

1 . Statistical Sn!!!!IAtrl 

Year Expenditures AJ:§l':8!1 Ns;z, Ken ~Rl.S!l:!!d ThrQ:g.gb XIII: 
Direct Indirect Ts;ztal 

1936 ~oo,ooo,ooo 125, 000 125,000 250,000 

1937 500,000,000 208, 000 208,000 416,000 

1938 soo,ooo,ooo 208,000 208, 000 416, 000 

1939 400, 000, 000 167,000 167,000 334, 000 

1940 300.000 .000 125 . 000 125. QOO 250,QOO 

Total &g.ooo.ooo.ooo 

2 . l;!gscr1JM,on: Rural Housing includes industrial workers • 

garden homesteads, projects for stranded populations, projects for 

Negro problem areas, projects to be wholly cooperatively owned, 

projects to be located in Southern States for aged and superannuated 

people, projects for industrially handicapped workers, particularly 

those handicapped through industrial injury, and projects for the 

resettlement of relief families . 

3. ~: Estimates as to the possibilities of expenditure 

in the rural housing field reach a maximum of 2 billion dollars to be 

expended during a 2-year period, but on the basis or practicabillty 

the program here recommended carries a total of 2 billion dollars 

over a 5-year period. On the basi s of not t o exceed $3,000 per 

unit, which would include land and community faciliti es, this 

expenditure would provide homesteads for approximately 8001 000 

families. From the number of a pplications received, and other 

studies , there is no question bu~ that the demand would justifY a 

program of this magnitude . 
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4. TiM reau1red, to start procry; The initial portion would 

comprise projects calling for an expendi ture of about 800 million 
dollars . I-edi ate development of IlWIIerous projects is possible 
as the result of prelainary -rk already completed. By June 30, 1936 
it would be planned to have approximately one-half of the projects 
in the initial group completed. 

5 . Reparment; Str&ight amortization basi s over a 30-year 
period without interest. 

Year 

1936 

1937 

1938 

1939 

1940 

Total 

Grade Crossings 

1 . Statistical S\1111!!!8ry : 

Expenditures A!:!U:ag!:! 
Direct 

$300, 000,000 125, 000 

300,000,000 125,000 

3oo,ooo,ooo 125,000 

200,000,000 84,000 

lOO. OOO. QQQ 42. 000 

11. 200. 000. 000 

lfg, Ken Emplgxed Ihto~gb lAaE 
Indirect TQtal 

125, 000 250, 000 

125, 000 250, 000 

125,000 250,000 

84,000 168,000 

42. QQQ 84. QQQ 

2. DAI!!a:1:Rt;!.Qll: This program conteaplates the eli mination of 
grade crossings on heavy duty highways and in rural areas and upon 
highways 1n general in the neighborhood of cities . 

3 . Nggd; I t is estimated that at an average cost of $100, 000 
for each gr ade crossing a total of 12,000 grade crossings could be 
eliminated. The program could be carried through a 5-year peri od 
at the rate of 300 million dollar s per year. 
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'· U.e required to start prouaw1 Program could be 

inaugurated at once and carried through a fin year period. 

5. Repayment: The total cost of 1,200 million dollars would 

be paid in 20 years by a tax of 1/2# per gallon on gasoline. 

Express Highways 

1. Stati stical snmmarv: 

Year Expenditures 

1936 • 0 

1937 aoo,ooo,ooo 

1938 300.000, 000 

1939 aoo,ooo,ooo 

Total 11. 2QQ. QQQ. QQQ 

Average No. lien Employed Tbrwgh Year 
Direct Indirect Total 

125,000 

125,000 

125,000 

125,000 

125,000 

125,000 

250, 000 

250,000 

250, 000 

2. Description: This project includes the work projected for 

hi gh speed heavy duty highway travel, involving: (a) Sections of 

hi ghways crossing urban density and d1tricult terrain. These 

s tructures, generally or bridge type, are a part or complete high 

s peed highways. (b) Heavy traffic high speed roads with elimination 

or principal highway and rail intersections, wide turns and low 

percentage gradients and generally connecting with the facilities 

provided in (a) . (c) Secondary highways or the improved type carry­

ing heavy tr&rfic not a part or the gener al state trunk systems 

covered in (a) and (b) . 
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Since b7 present hishway funds appropriated for i ssue 

January 1, 1935 and utilized during that year, the application of 

this new progra= is not conteaplated until the beginning of 1906, 

at which tiae again Federal funds will become available in addition, 

in some amount, to this program. 

3. Need: The program contea plates the construction of new 

highways and of the widening and improvement of existing highways. 

The bridge type highway constructi on will probably cost $2, 300, 000 

per mile; $800,000 of which would go for right-of-way and produce no 

work. New heavy duty highway construction will probably cost 

$12~1000 per mile, $25,000 of which would gQ for right-of-way and 

produce no work. Secondary type of highway construction will 

probably cost $10,000 per mile with no cost for right-of-way, -

this l atter work would be done largely over existing right-of-way. · 

4. ~apayment: Tolls or other local systems of revenue cannot 

be depended upon for any l arge return 1n this program, ~avenue will 

be produced with a gas tax of t¢ per gallon beginning in 193~ and 

continuing for 20 years at that rate, estiaated at 60 million 

dollars per year, or a total of 1, 200 million dollars. 
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Railroads 

1. Statisti cal sumary; 

Year Expenditures Anrag!! l!2, Ken !!aDl2I!!~ tntOURb I!!it 
Dl.l:!!S<t lDd.lJ:!!S<t 2:2Ul 

1936 $310, 000,000 129,000 129,000 258, 000 

1937 60, 000, 000 30, 000 30,000 60, 000 

1938 60,000, 000 30, 000 30, 000 60, 000 

1939 60 , 000,000 30, 000 30, 000 60 , 000 

1a~g §Q. QQQ. QQQ ag.aca ~Q.QQQ !iQ,OOO 

2 . Description: This program contemplates the expenditure o! 

$550, 000, 000 !or railr oad repair and maintenance, and includes an 

expenditure of 60 million dollars per year for 5 year s for rai ls, 

including fastenings and labor, and an eY,pendi ture o! 250 mill i on 

dollars !or the first year for roadway maintenance and new equipment . 

3 . Need: 22 per cent of locomoti ves and 15.3 per cent of 

freight cars of Class l roads reported in bad or der September l , 1934, 

etc. 

4 . R!!PSYJl!!!l'lt i The terms of thi s system of loans would be 

on the basis of no charge for interest nor payment of principal for 

the first three years, amorti zation to begin wi.th the fourth yea.r 

and to be completed in 15 years. Security for the loan 110uld be 

1.n the torm ot juni.or bonds or receivers • certifi cates. 
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Rural Electrification 

1. Statistical su!I!!!U!n; 

Year Expenditures Average Emp.loyment Per Month Throughout Year 

First yea.r $200,0001 000 

Second year lQQ. OOO. OOO 

Total 1300 . 00Q. OOQ 

Direct Indirect Tota1 
84, 000 

42.000 

84, 000 

42. 000 

168,000 

84. 000 

The total employment by the expenditure ot t he 300 million dollars IYOuld 
involve 4,125,000 man months , of which 2,7501 000 woul d be di rect labor 
and 1 , 375,000 indirect labor. 

2. Description; Constructi on of 3001 000 miles of electric service 
lines 1n rura l a r eas . 

3 . Need ; There are at present in the United States 6 , 288, 648 
f arms, ot whi ch 13. 4 per cent are equipped with electricity, leavi ng a 
possible field for total rural electrifi cation o~ approximately 
5,447,338 farms . Of t his number the present program is based on surveys 
which i ndicate that at least 1, 200, 000 f arms are immediate potential 
users of electricity . These farms are so located that at t he r ate 
of four customers per mile 3001 000 miles of service lines IYould be 
requir ed . Such l i nes would cost not to exceed $1,000 per mile , or a 
total of 300 million dollars. 

4. Time required to start program; Thi s work could be begun 
immedi ately upon inauguration of t he program. 

5. Repavment : The service lines could be built through the 
agency of boards of county commissioners, publi c servi ce corporati ons, 
farmers ' cooperatives, or by eXisting power companies . If no interest 
i s charged, i t has been estimated that a charge of $1.05 per customer 
per month for twenty years would repay the entire cost of installation. 
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179 Pederal Public Works Program 
Two proposals are offered (A) Self-liquidating Projects , and 

( B) Program ot Essential Federal Publ ic Works . 
(a) Self-liquidating projects: 
l. Statistical Snmmsrv : 

Year Expenditures Ais;z;tagg NQ. 
Diract 

Men EaR12X!Id %htQYgh y!i!ll[ 

1936 $240,000, 000 

1937 120, 000, 000 

1938 ll5,ooo, ooo 

1939 S5,ooo, ooo 

1940 85 .000. 000 

Total $645. 000. 000 

2 . l!!lscdl!tism: 

Indirect 

100,000 100,000 

50, 000 50, 000 
48,000 48, 000 

35,000 35,000 

35 . 000 35 . 000 

Highway construction 
Utiliti es 
Buildings 
Reclamati on 
Agri cultural aids 
Miscellaneous 

Total 

Totd 

200, 000 

100, 000 

96,000 

70,000 

70. 000 

$12, 800, 000 
125,000 

69,600,000 
139, 375, 000 
10,500, 000 

7 . 600. 000 

$240,000,000 
After first year expenditures are for Reclamation projects. 

3. Need: Careful study has been made of the r equests of each 
constructi on agency of Federal government with the view of developing 
a program of public works of a self- liquidating nature . 

4. Time required to start program: It funds are made available 
by March, 1935, the 240 million dollars will be expended by the end 
of the calendar year, 1936, leaving only the Reclamation projects 
to be compl eted. 
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Repaymept: Included in thi s program would be reclamation 

projects, repayable under the reclamati on l aws; quarters for 
military personnel now drawing commutation for quarters; and the 
eli minati on of obsolete buildings, the maintenance costs of which 
now exce~d.~9~t~zation charges f or new buildi ngs . An expendi ture 
f or modern tools and equipment at Navy Yards i s considered self­
liquidating since government-owned yards would be enabled to produce 
vessels at a lower cost . This would furnish to the Federal govern­
ment a better yardstick by which bid prices for similar wor k in 
private yards can be measured . 

Other works included as self-liquidating are certain 
improvements in the national forests such as fire breaks, lookout 
houses, towers , observatories and telephone systems . These are 
self-li quidating in that they would make possible bett er control 
of forest fir es which in the past have caused losses in the 
nati onal f ores t a l one, in a s i ngl e s eason, as high as $26, 000, 000 . 
The sale value of the timber which will be saved from destructi on 
by forest f ires is calculated to be greater than the esti mated 
expenditure for such preventati ve methods . 
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(B) Essenti al Feder al Publ ic Works 

1 . Stati sti cal m~mmery: 181 

Year Expenditures AV!![agjl NQ 1 M!ln ~~l2x11g Thr~gh l!!~t Dir!!Ct Indi rect TQtal 
1936 $550, 000,000 229, 000 229,000 458, 000 
1937 550, 000, 000 229, 000 229, 000 458,000 
1938 550,000,000 229,000 229,000 458, 000 
1939 550,000,000 229, 000 229,000 458,000 
1940 550, 000 , 000 229 ,000 229,000 458, 000 
TQtal $2, 750. 000 1000 

2. DesQr;!.I!t!Q!l! A car efUl study of t he requests made to the 
Public Works Admindstration by the Federal agencies indi cates tha t a 
program of essenti al Federal projects can be undertaken 1n t he amount 
of $1, 000,000, 000 for the f i scal year 1936, or so much thereof as may 
be determined upon 1n connection with any enlarged program. The type 
of work which is proposed for inclusion 1n the pr ogram i s that for 
which appropriations have previously been made by Congress and Which 
have been accomplished by prior publi c works allotments . The approval 
of such an expended program would make unnecessary the allocat ion by 
t he Bureau of the Budget of more than $250, 0001 000 now requested, for 
the fiscal year 1936 for public works . A breakdown of types under this 
program is as follows: Highway constructi on 

Utilities 
:&.lildings 
Reclamati on 
Water navigation a i ds 
Vessels 
Af! r icultural a i ds 
Aviati on aids 
K1scel1aneous 

Total 

$448, 000,000 
19,500, 000 

158, 350, 000 
184, 215,000 
214, 100, 000 

26, 500,000 
9 , 030, 000 
5, 250, 000 

17, 555, 000 

$1, 077, 500, 000 
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3. Ne8d: Included in the proposed Public Works Administrati on 
program are projects which can be justified 1'r0111 an economical 
standpoint . 

4. Repayment: (Presumably are direct Federal expense.) 

There i s included 1n this program 250 milli on dollars per year, 

which is equivalent to the government's regular expenditure tor 

construction over a t erm of years, and 300 million dollars annually 
for CCC camps, making a total of 550 milli on dollars per year. 

Year 

1936 

1937 

1938 

1939 

1940 

Program of National Resources Board 
1 . Statistical summary: 

National 
Expenditures Resources 

$20,500, 000 $12, 000, 000 

20, 500, 000 12,000,000 

20, 500, 000 12,000,000 

20, 500,000 12,000,000 

20. 500. 000 12. 000. 000 

$102 . 500. 000 160. 000. 000 

Coast and 
Geodeti c 

$3,500,000 

3,500,000 

3,500, 000 

3,500,000 

3 . 500.000 

tl. 7 ' 500.QOO 

2. Ntedi It i s absolutel y necessary to 

$5,000, 000 

5, 000,000 

5, 000, 000 

5, 000,000 

5 .000. 000 

$25. 000. QOO 

carry out the plans of 
the National Resources Board that there be a budget sufficient to 
take care of eng1neeri.ng, to select water and drainage area projects, 
and t o make available the basis information throughout the country 
necessary for the surveys by the Board. The Geologi cal Survey 
and the Coast and Geodetic Survey should have sufficient funds to 

do the base work over the entire country. 

Regraded Unclassified 



: Total Per cent 
amount . self-

' (milliona: liquidating 
of : asaum.ing no 
dollara) defaults 

1. Non.-Fe<ier&l ProjeotaJ 
A 50 per cent grant is equivalent to 

an &mOrthed loe.n of 52 years Without in­
t erest, &esuming a 3% rate; at 4%, 41 years , 
In addition somft allowance would also h&vo 
to be made for def aulta. 

, 00 

2. Urban Houein.r; a 6 , 000 
A 60 year &mortized loan wit hout interoat 

would gi ve a ret urn of 46 . 1%,aaaumi~>G a 3% 
r&t e . I f pa:ymonta are collected for only 40 
of t he 60 year s , the return i a equal to 36. 5%. 
Addit ional louee ·.till result from failures 
to pay pr incipal. Other l osses \vill occur 
through selection of poor location, etc. 
3. Rur&l Housings 2, 000 

A SO yee.r amortized loen without interest 
would give & return of 65, 31', e.u uming & ~ 
re.t e . If' payments are collected for only 20 
years of' the 30 years the return is equal to 
49 .~. The projects are for most part e~ 
per imental and it 1a difficult to estimate 
losses result ing f rom the unsuccessful von~ 
4 . Grade Crossingsa 1, 200 

:rreu High\'lllys: 1, 200 
5, lroads a 660 

A waiver of ~ for 3 years is equal to 
91 ,5~ return, If no int erost is paid and no 
principa l until 4th year , the return is equal 
to 72 .~. Sub~idy is probabl y not large enou~ 
to induce bor ro"tinj; or the amount indicated. 
6 , Rural Elec t rification: 

A 20 year amorthed loan without int erest 
3, ret urn. 

300 

is equal to 74. 4% ret urn ass~ a 
7, Federal Sel f-li quidating: 
B. Federal Projects: 

645 
2, 1SO!I 

Totfll • .. • • ....• . ..• • . • . . .. ...• . •. 22 , 1~5 

50 

65. 3 

none 
none 
91.5 

none 
none 
38. 6 

: A:oount 
: liquidated, 

a aaUIIIing no 
defaulte 
(milliona of 
dollar a 

2 , 766 

l , WG 

none 
none 

503. 25 

223. 20 

none 
none 

: Betimated per 
: cent liquid&­
: tion with 

allovance 
f or s ome 
defaults 

36, 5 

49, 6 

none 
none 
66, 5 

74. 4 

none 
none 
55 . 0 

:Amount 
: liqui d&ted , 
: &ulllliDg ao. 
: def&ult a 

(llilliona ot 
doll&ra 

2, 310 

992 

nona 
none 
475, 76 

223. 20 

none 
none 

7,750, 9g 

1(Thia figure includes 250 million doll aro por year or 1, 250 million dollars ~>ich is oquiv~lent t o tho 
government ' a regulo.r expenditure& for oonot ruction tern of years . 

-
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