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Allerioan Banltera ' Association 
See B.onk1ng Legislation 

Banldll£ Laplllation 

- A -

Book Pap 

- B-

Ditouae1on ot- 6/13/35····· ·· · ·••• ••• •• •• •••· ······· · ·· VI 61 
a) HMJr refers to fact that, unleas there is 

additiooal legislation before 7/1, so-called 
permanent plan of depoait insurance (part of 
Banking Act of 1933) will go into effeot 

Seoood meeting- evening of 6/ 13/35· · · · · •••• •••••·• •• · •• 63 
a) Crowle)' a.ys he is worried about possi b1l1t7 

of losing 4000 banta and the etreot on the 
t\IDd and the ban!dng atructuno of the cc.untey 

b) 0°CODnor thinl<s P'ederal Deposit DlsllraDCe Corpontion 
ill in jaa - no chance of B8.11k1Jl& B111 of 1935 being 
enacted b7 6/ 30 

o) IDIJr th1Dka 1t new bill is not passed aDd permanent 
plan of depoeit insurance must eo into eti'eet 7/1, 
there ehould be a joint stat .. ant t'ro. P'ederal ReserTe, 
Federal Deposit Insurance Corporation, Comptroller, 
and perhaps Reconstruction ll'inanoa Corporation -
stockholder in lllll1Y or the banta · 

d) IDIJr quotes Tom Jt. Smith: 1lf !coles will agree to 
Open Market Co.mittee of 6 ~embers of Federal Reserra 
Board and 5 Governors, 1935 Banking B111 can be 
paased easil7" 

a) IDIJr thinl<s FDR, !cclee, and be ehould see Senator 
Glau oODCeming; 1t !coles anneys Glau, then Eccles 
•could &ta7 at hc.e• 

f) To. Jt. Sllith joins group; ea)'s he tb.inks 1t an agre-nt 
oan be reached c0110erni.ng 6-5 Open llarlr:et COGaittee and 
a 2~ top on deposit reaerrea, the)' can get Bonldng Bill 
paaeed 

g) lDIJr thinks it hie dut7, as fiscal officer, to see that 
at least two weeks ' notice be sent to all bankers con­
ouning possibility of insurance on 7/ 1 

h) IDIJr pilones FOR who agrees to 6-4 Open llarkat COIIlDit tee 
but .!121 a 6-5 Committee; Tom K. Smith objeote; Eccles 
se7a be has 1n writing that FOR will accept 8-5 Co11111tittee 

1) Tea K. Saitb tells HWJr American Bankers' Aseoeihtion 
atioks tor 6-5 .. abership of Open llarket C~ittee 6/14/35 76 

Appointllet with Se.utor Dunoan V. Fletcher, ohainoen of 
Banking and Curreey C~ttee, arranged by FOR; present : 
lllllr, Coolid&e, Wast , Upbaa; Senator Byrou present 6/ 14/35 77 

1. netobar and B)'l"DU deplore dalq in Glasa' subc~ttea, 
t!Wik i uuance of publ.U.t)' a t.ti t.Ment a!Bht force action 

2. 1Jpbaa called to pilone and told by Klllott Thurston 
ll'edanl ReaerTe Boe.rd, 1n Maeion, b&d Toted menh•OOJal7 
•plpat v:q atet.et to public 

Regraded Unclassified 



- 8 - (C<lDtillued) 

Book Pap 

BankiDS (COAtillued) 
IDIJr tells Eccles 1tatement will be ieoued if' it baa 

to be dane b7 Seoretar,y of Treasury................... VI 80 
O' Connor (telepbooe convereation : Book VI, pese 85+) 

leaves Federal Reserve Board Metin& to talk to 
IDIJr; aJ.eo thillke statement ined.rlKbla - _,. be 
upeettills to ba.Dita am bank depoeitor a -

Crowl.e:y aaye FederaJ. Reserve Board, J'ederaJ. Deposit 
In&llrance Corporati<lD, aDd Co-ptroll.er will baq 
another J oillt ••tin& 

HJIJr tella O'C<lDnor when Senator B)"l'D88 augeeated IDIJr'& 
atayins on Federal Reeerve Board aDd C011ptroller goills 
ott, RMlr stated botb eta:yed or both went ott. . ....... 82 

Copy of propoeed atatement. ... ......................... . 83 
Boe.rd. of Tax Appeal1 

Utchill, 111lle (eon of Claude litchill, ror .. r obairllell, 
Ways and Ileana Coudttlle) recOGIJIIend.ed b3' C011sreei!IIWl 
Dougbton (eee Bock IV, pases 44 C-B) ; IDIJr &nno:yed 
when be fi.Dde Olijlbant baa done nothin& about 
rec sndhtion 6/12/35········· ······················ · S9 Bruce, Fdwarc1 

$500,000 allotted for hie art project; Bruce eo intol"Nd 
1D the boep1tal 6/ 3/ 3'··· · ·· · ·· · ·••••••••••••••••••••• 2 

B qat, Director ot . 
IDIJr, Bell, aB1 llcRe)'Dolda want '1.'011 K. Seith as Director; 

plan for permanent Fiscel Assistant Seoretar,y in charge 
of acccUDtill& and tiacal. •ttera diaouaaed; IDIJr would 
keep Bell as Special Aallietant mtU 12/31/ 35 ae elis!Jt 
CompeDSRtion,6/ll/3S•••••• • ••••••••••• • ••• • •• • •• •• •• • •• 51 

To. tt. ~th tella lOUr he cannot cCCie ee Director; 
lOUr thillke bankers have worked on b1a 6/U /35·........ 81 

- c -
Cochran, llerle (Second Seoretar,y - Allerioan !llbaas:y, Parill) 

Recommendation for promotion by HIIJr 6/3/35• •• ••••••••• • • 
Cohen, Bernard. (Dr.) 

See Harcot 1oa •••••••• ••••••••• • •• • ••••• ••• •• •• •• •••••••• • 
C~rciel llolauee Corporati<lD (successor to lloleesea 

Products Corporation) 
See Molaesea •••••• • ••••• •• ••••• • ••• • ••• •••• • •••• •• ••• • • •• 

- D -

Dought0111 Robert :.. (Ooagree_.., l ortb Carolina) 
See Board ot !ax Appeal a 6/12/3S••••••• •• •• ••••••• ••• • ••• 
See Federal Al~ohol Control bill 6/~/35·· • •• • •• • ••••••• • 

1 

87 

36 

59 
59 
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- II -

r..rc_,. Relief 
See Uneaplo,.eDt Belle! 

- F-

Federal Alcohol Control Bill 
Cougrees:u.n Oo\l&hton aeke IIIIJr conoernin&; IIIIJr aeye 

bill Charles West has 1s N.t1ataotory to Treasury; 
pointe out Treasury doee not want to get into eocial 
aepeota or bill - Choate •1e doing a good job oa 
that• 6~35·•• • • • •• • ••••• • •••••• •• ••••••••••••••• • VI 

IIIIJr toll a Choate, 0 lie do m wnt 0011trol in the 
Treaaury•; telle Choate about oooYeraat1on with 
DougbtOil 6/lJ/"J'j ••••• •• •• •• •• •• •• ••••••• ••• ••••••• •• 

Federal Reaern BOIU'd 
S.. alao Benki~ Legisl6t10D 
S.. alao Open llarltet Co.aittee 
IIIIJr tallta to .JIIABa lloftett about. Secretary of Treasury 

aod C011ptroller of Currency going orr Board, 50 far 
•• •otiog ia ooooeroed 6/14/"Js •••••••••••••••• ••••••• 

IIIIJr tallta alao to O'Connor; MYI Seoretary and CoaptrollC' 
will ata1 or ro together 6/14/"Js ••••••••••••••••••••• 

F1D&Do1ng, Governaent 
Open Market Committee aeeting 6/7/3'> ··••••••••••••••••• 

a) Coolidge announces oonolue1on to offer 5-year 
l~ note to be eltChauged tor notee uturiog 6/15 
and 8/l; interest on 8/l notes will be paid ool7 
to 6/15 

6/10/35 - Otferiog of 5-year l~ Treasury notes or 
Series B - 1940 in uchaoce tor Treasury notes of 
Seriea A - 1935 aaturiog 6/15/35 and Ser1ea B - 1935 
aatur1oi 7/l/"Js •.••••••••••••••••••••••.••••••.•••••. 

a ) Subscription books close 6/lJ/35······ ••••• • •••• 
b) S\lbaoript10118 a.ount to $738,373,400; 

&llot.enta 6/18/Js... .... ... .... .. .. ............ !ll 
Tentative plan d.iacuaaed by IIIIJr aod Coolidj:e . 6/ll/35 VI 

Laat wHit in .JUDe borrow eooqb for .11113 needs 
Last WHit in JlllJ' borrow eDOU&b for Aucut needa 
lliddle Of Septellber DeW lar1e bood iUU. to tUB 

GoYeruent thro\lih 12/l~ 
Ooolidj:e WDta an otter tor ooaYeraioo ot tha 
il billioo, 200 llillioa, due 10/lS - laat. 4f•a 

larl Bailie tblnko Tre&IIW7 1a in u.rket 2 oiteD; 
old polloy ot tour u.-. :rearly beet. 6/12/3~ 

Arter talk with lipliDpr, lll&lr tell• Bell tollowin& 
pleD: 011 6/24 t.o pt -7 tor 7/l ud 1•t •Ollila 
\o laat a\ll 7/lS ($SOO alWOD) •••••••••••••••••• 

14 Billie.~ 8 hD4 
S.. Uaeaplo,_t. a.uet 

800-G 

80 8-I 

49 • 
~7 ' 

4' sa 

60 
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- G -

Book 

Ge.rteo, O.car (Druggist) 
S.. KaroOtioa ••••••••••••••••• •• ••••••••••••••••••••••••• YI 

Gold 
See Stabllisat.ion 

Gonl'IIMAt Pllrcbaeing 
See latloaal Reco.ery !da1n1atrat10D • •• •• •••••• •• ••• • •• •• 

- It -

ltaplan Interests 
See Molaaaea •• •••• •• • ••• ••••••••••••• • •• • •••••• • •• • ••• •• • 

ltitohin, llilla 
See Board or Tax Appeala 6/12/Js •• •••• •• ••• •• •• •••• ••• •• • 

- L -

Long, Blle7 
lew Iorlt He.reld Tribune carrie a story about huge depoei te 

1D a St. Loui.a bank; Ted •allen aeee HIIJ'r about 
illpUoation he thought HIIJr ude that no etorr about 
Trea11U17 abould be used unle18 ooa!ir.:oed froa a Trea8Ur7 

87 

9,22 

36 

59 

source 6/J/Js.... ... ....... .. ......... ... ... .. .. ... .. ... 10 

- .. -
llolusea 
~ of •uportant happening•" prepared b7 Grana 6/6/35 36 

lloleaaea Produots COilpall¥ (euooeeded bf Coaoeroial lloleesea 
Corporati on) See Molaaaee...... .. .. .. .... ... .... .. .......... .. ..... ..... 36 

-·-
llarootioa 

Oliphant draws up draft of iDatruotiona !or ~aioiane 1D 
dealing with petienta to prennt reoarrenoe of oaae 1D 
nuea of Dr. Bernard Cohen and Dru&giat Oecar Garten 
6/14/Js •••••.••••••••••••••••••••••••••••••••••••••••.••. 

Rational Recorerr Adalnistration Deoision 
•PrOTidona oan still be enforced by (ioye~t iD ite Ollll 

oont1•aote• - Oliphant. Peoplee, Oliplwlt, Bell, 
llofteTnolde, and Charlie ••at appointed b7 BIIJr to work 
out detalla 6/3/3S·•••• • •••••••••••••••••••••••••••••• • •• 9 

&eleaH ci't'in& t.wo .tepa tbat blin b- dieoueeed and 
&erMd t.o b7 .-bare ot tho #c!etnt .tretica and l•den 
ot ~·• 6/4/35··· ·•••••••••••••••••••••••• •••• ••••••• 22 

a) Bzt.-sed t.o 4/1/36 
b) Go+ez t will .till cbHrn lat.i.-1 JliiCCiftr7 

#4a1Diat.ret.10D nlee iD lte ooatnot.e 
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- I - (Continued) 

llational Recovery ld•intstratioo Decision (Continued) 
Saylea returned to active dut,y : Ca..inga biaeelf to 

b&lld.le legislation relAtbe to GovernMnt purchas~. 

FOR a~ a observance of National Raoovecy Ador!n! ­
stration rules is to be extended to Lending Agencies 

Peoples, Oliphant, Reed , Cummings to work out details 

Book Pap 

together.. .. ...... .... ... ........ .. .................... VI 2~ 

Peoplea issues circular notice. .................. .. .. .. . . 27 
North Allerioan I.mport Company 

Soe Molasses.... ......... ... ... ... .................. ..... 36 

- 0 -

Open lkrket Co:DI!Iittee 
See al.eo Banking Legis.l&tion 
See also Fin&Dclng, OoverDDent 
Meeting 6/7/35......... . ... . ..... .. ................ . ... . . 40 

a} D. \i. Bell's reSUIIIe': 
On 7/1, t600 million of Console to be paid ott; 
t22!S million of lawful monll)' will COID8 in, net drop 
in cash of ~450-!)00 million; t2!SO million new money 
needed 

b) Bidding method two or three timee reo011111ended b;y 
Eccles , Harrison says not muob dealer profit in 
bidding method; Harrison thinks Troasucy bas done 
ugnificent Job during last ) years and success and 
smoothness shouldn't be upset b;y bidding procedure now. 
IIIIJr agrees with Burgees: if conditione sour, resort 
should be bad to uae of notes rather than bonds; Eccles 
and Young think aaJ.n troubl e with bidding method is 
reaist&noe of banks to a.n,y change. 
Roference ll&de to decline in llellon• a ) • a sh.ortly after 
thei.r issuance; Burgees said •only case where Treasury 
bad goae against advice of lew Yorlt• 

- s -

Sayle a, Captain 
Ser. National Recovery Administration.. . ...... . .. . ... . ....... 23 

Silver . 
MoCarran letter to RMJr concerning purchasing prograa 6/7/35 52 
PittD&D ca.ee to RMJr'e office to diaouaa answer; makes 

auggeatiODS; lll&J'r decides to atate facta but de1'1nitel7 
a.ot to be apctlogetio................. ... ..... ...... ....... ~ 

HMJx·•• anawer 6/11/35•••• ••• •• ••• ••• ••• •• ••• •••············· 54 
Pitt.an Mea Onited Statu aortng to lelld a11nr and gold 

6/1~/35.............. .. . ... ....... . .. . . . .... .. .. .. .. . .... . 97 
Saith, To. I . 

Tallta to JIIIJr &boat aooepting Job u Director ot Budget 6/12/35 ~S A 
a) !ella BMJr be O&DDot oo.e - 6/14135· ··•• •• • •• • •••••••• • 81 
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- S - (Continued) 

Book 

Speeob .. b,r III&Jr 
At Deerfield Acade~ 6/5/JS 

a) Draft 1 • •• ••• • •••••• ••••• • • ••••• ••••••• ••• ••• •• ••• •• • VI 
b) Draft 2 •••••••••• •••••••• • ••• • ••• •• • •• • •• • •••• • ••• •• • 
o) Reading copy ••• ••••• •••• •• ••• • •• • ••••• •••••••• ••••••• 
d) Kiaeograpb.ed cow ••• • •• ••••• • •• • • ••• • • •• • •••••••••••• 

Before Tax Rerlslon Council, llaahington, D. 0 . 6/7/JS • •• •• 
Stabilization 

French legotisti ons (See also Book V) 
Cochran telegraa 3/3/35·· •• •• • •••• • ••• ••• ••••••• • • ••• • •• 

Tendenc,- on part of speculators to b~q back franca; 
Sriaa aituntion oalMr; enhaartened b7 defeat ot 
reterend,.. by 140, 000 <rotes; 100,000 •oat that bad 
b"n expected 
Great Britain &&tching French and Aurican eituationa 
closely: doubt it stabilisation were worked out 
whetber ter.s would be Mintained by the continental 
oowatries - particularly Ge~; concerned about 
ett'ect or Teto or National ReooYery Adlalniatr&tion on 
world prices 
Lebrun, l!erriot , CaWoux, • t.e T .. pe• and 0L'lDtraJU~igeant• 
quoted 
Cariguel expresses gratitude of ~aelt and Governor 
Tannery at United States aaaintance 6/J/Js •• •• ••••••• •• 

Rea \&lie' : • ••• • •• • •• • •••••••••••••• • • • ••••••• , ••••• ••• •• • •• 
Coueroial banks refrained tr011 gold ahipoents to 
United States l/l5/J5 - 2/18/J5 pending Onited States 
deoiaion. Treasury purchased $89 alllion in gold in 
Paria and London to uintain dollar atebilit.r; $11 •HUon 
subsequently sold in Parle aarket ; $?0 .U.Uon shipped 
to United States and $8 .U.Uon returned in London; 
during .-ant flurry this $8 .U.Uoo waa diepoeed of in 
Lccdon at alightly onr tJ5 per o~aee; ~1000 profit 
accrued to Stabilisation FUnd 

Stabilisation Fund acquired polmd sterling eqnel ling 
$28 .U.Uon in order to hold sterlini dollar rate steady. 
At. one t1ae this Mowed book lou ot $5001 000 - nentuall.r 
abowed profit of 125, 000 • • ••• ••••••••••••••••••••••••• • • •• 

Tre .. ury reDews offer ot 5/.31 to Bank of France : to b11,7 
up to $116, ooo, ooo gold (reaer..-e offer) 6/4/35··· · · ··· •• •• 

Federal l!eaer..-e Bank (Hew York) requeete Bank or FraDce to 
ahip no JaOre than $151 000 1000 ot Ullited States gold •this 
week• 6/4/3~· · ·· ··• •• • •• •• • •• • • • ••••••••••••••••••••••• • •• 

Pre11cb Oonnuoent falls 264-262; III&Jr ta.l.ka to Cochran 6/ 4/J5 
a) Caillaux t.ol!red too INOb - people lost aonti denoe in ~ 
b) Lenl or l!erriot U3 be Pre-ter 
a) Both want to keep trano staac~T 

Pittaan and llcllary Wld wbat Treuury did tor the traDe 6/4/J5 
Attar Gove~t falls, Bank of Prance uks Federal l!eaer..-e 

Banlt or lew York to renew order tor purcbaae of gold in 
Parle; <ely I JJ, OOO, OOO ot the e.150, ooo, ooo ~ 
avt.boriaed used end HIIJr authoriaea renewal tor IDiuaed 
bal&Dae 6/4/35··· · ··•••• • •• ••••• • ••• •• • •• • •••••••••••• •• ••• 

29 A-0 
29 8-R 
29 S-n' 
29 GGt 
JO 

J 

11 
12 

lJ 

15 

16 
17,18,19 

20 

2l 
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- 8 - (C011tiDMd) 

Book Pllp 

Stabllhatioo (COIItinaed) 
French legotiatiOIIa (Coat~) 

CaricUel, tbroa&h Gaarant7 ~ruat eo.~, will llbip 
$3310001000 011 Br.c &Ad later 1l1ll llb1p b•len ... 
ot first ~35,000,000 011 the .a.arioan llerohaDt 6/6/35 VI 33 

Oonmor lol'II&D 1 e cable read to IIILTr b7 Allen Sproul 
of Federal Beurre Bank, 1 .. Yol'lt: 

•At .uaceeti011 of OoTemore of leYeral cootinentel 
Central Banka, Benlc of Ellgland baa iDYited co­
operaticm of all eectiooe of Ml'ltet in reetrintiDC 
facilities for speculation in foreip •xoh•ng• 
and tor &old• 6/7/Js.............................. 39 

PittMD -• Onited Stat .. aoviD.g to lend gold &Ad 
eil.er 6/15/35·••••••••• ••• •• •••• •• •••••••••••••••••• 97 

- ~ -

Tax Procru 
FOR dieo11uea plan rlth IIILTr after 111pper to celebrate 

Bobb7 Pit ... urice'• birthday 6/13/Js................... 8l 
a) Ray lloley baa rewritteD ae111age; eeaential fMturea 

are : i.Dheri tance tax 
graduate tax 
inter-corporate tax 
tax on top inc one; other iteaa can go in oomib~~e 

aeot.ioo: 
l~ allrtax lese dirldead 
\IDDeoeaaary a11rpl Wlel 
depletioo 
tax~ eeollritiea 

Pat Harrison aake to - IIILTr OODOemiDCi IIILTr tells h1a 
it'• FDR be~ to ... 6/14/Js.... .. ... ................ .. 81 

Cartooo ehorlDg Britieh iDcoae ADd inharitan... taxea aa71DC 
•I bal.aDced the Britieh bqet; .ant 7our& MJenoedt•. ... • • 98 

- u -

IJn•plQ788Dt Belief 
11111r cella Hoplo:iDe 1 office to eeoertain nlllber of people pat 

back to work- DO iDtoraatioa 011 hand 6/12/35······•••••••• 59 
llaa1 preeent1 OD 6/14/35 data obtained b7 Colleoton of 

Internal BeY- cODOamiDC chaD&•• in rate of ~, h011ra 
ot work, 8lld wl-. of •pl~t eiDOe 5/25/35............ 90 

-. -
tlallen, !heodore (Chief, lalbiActoD B- - ... York Herald Trib-) 

S.. LoQa, Ru-.J•••••••••••••••••••••••••••••••••••••••••••••••••••• lO 

Regraded Unclassified 



lptH 

B ••• J'r. called Seoret&l'J' Ball and aa1d that lae 
would like to reoo-ed a pro.otion for h. Cochran• 'lllao ia 
the Second Secret&l'J' at the Babus7 1n Paris • aa he had dcme 
a &rand job. 

B.M.J'r. read the tollowin& cable, lfo. M'7 fro. 
the Allerlcan .,...,. • .,. 1n Londona 

•• r- d~• qo Leith-Ro .. -..le occasion to 
tell ae there was no &roun11 1n tact for the belief on the 
part of the 'rrea1111'7 ot the United States that the aotiTi­
tles or the United States equalization tuD4 were bein& 
made !mown to either the Bank or Ill& land or the British 
Treasur7. Leith-Ro11 added that it had been hoped that 
Be•le7r who was attached to the British Babasq, Washin&­
ton, 1111ht haTe been able to turnilh aach intor.ation to 
London, but that to date no IQch contact nth the u. s. 
Trea1111'7 had bee established bT Bewlq. 

11Lei thAROII ude it pla1Jl that he ..u wld n1 
the abaTe stat..-nt deliberatel7. In Tiew or this tact, 
the Babal87 aslted hill whether, 1n transll1tt1nc his obler­
Tationa, Leith-Rosa desired to euc1est a reciprocal ex­
ch&n&e of intoraation nth 1fash1Jl&ton throush this !aba1s7 
as to &117 or al1 or the British equallution tund actin­
ties. The anner to this bT Leith-Ros1 n.s that this was 
a matter Ybich had to be taken UDder official adTis ... nt. 
Be said he irou14 intora • later it I would acree to post­
pone action. I aa subm.ttin& this preHw1n&1'7 stat~t 
to 7ou for 7c:JO:r intoration a1noe up to the preset I haTe 
had no further coe-un1cation troa Leith-Ro••· I -.ill 
report aca1n when I hear tra. hla. • 

(Biped) B1Jlchaa 

. B.M.J'r. aslted Mr. Bull: to tell BiJl&haa not to 
pursue thea &117 f'luotherJ that it Leith-Ro .. wants to talte 
this up qain O.I. but to tell Binlhaa not to pursue thea. 

Be alao tol.d Mr. Ball that he -.nte to ult the 
President to aend tor Bewle7, 01dJlc to the tact that Le1th­
Ro .. 11 not tell1nc the truth, becauae all the tuDds used 
1n the British aarltet are nth the Bank or Bolland and n 
oan•t aalte a aoTe nthoat their ltDo'tr1nl it. 

************ 
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B.L.Jr. call eel the Preaiclet aud to14 h1a tllat 
enl"Ytbina ... quiet) that the Pruaea are e.eo-11/1.0 aud tbe 
pound il i. 91~/8. Putura Jl'raoca are r&COYerlDI 8114 Ia.& ot 
the tellon 'lllo lold the Jl'raoc lbort are roiDI to ret a apank­
in&o 8witHrlaD4 is goiDC to atq on (oldo B.L.Jr. ballwea 
this 11hole thin& will atraicbtc 1taalt CIIQt antil next October. 

********* 

B.)(.Jr. called Cochr!lD at 12 DOOD to-da:r. Cocbrao 
practicallT gan llr. Kortentbau the iDtor.atiOD cCDtaiDecl 1D 

2 

the attached cable, which c... the da:r attar their CODYeraation. 

B.)(.Jr. told Cochran that he spoke to Becretar:r 
Hul1 thia morning and reco .. endecl h1a tor a proaotion and that 
Hul.l aaid he could do it ~ter Jul7 lst. 

He also told h1a that it the Oonrnor gets this 
TOte ot confidence toaorrow that H.)( • .Jr. would appreciate it 
it Cochran 1JO\lld han a personal talk with Ce.riguel and tell 
hia that he th1nk• it would be a nice thine it the Bank ot 
France would giTe out a atateaent explaining 'lllat the tJnitecl 
States did laat night at 10130 to help thea. 'l'he:r could aa:r 
what a Talued friend the United States goTernaent ia. 'fell 
him that it waa DOt the Federal Reaene ot Kew York who caYe 
them thia credit - that it was the 'freaaur;r. 

******** 

I spoke to the Preaident to-da:r about Bd Bruce 
and he told me that we can send word to h1a to the hospital 
that he will det1D1te17 get his t500,000 tor his art work. 

B.M • .Jr. called lfrs. Bruce and aha said that 
this information would help bring h1a back to rood health. 
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PARAPJIJWIB OP DLBJIWI JUIO&IVID 

1"10111 .a..z.toaa Jllllluo7, Pane, Pl'alloe 

Dt.!'Ba .11me a, lea&, a p.a. 

IO. 1 461 no• COOJIR.U 

At 12 DOCIIl Canguel telepbolle4 to M floaa the Balik of 
(forenocmT) 

Pranoe t o tell ae that b7 10110 th1a at1181"D.OOD the Balik of 

JbsliUld had aold to tiM ..rket l.aO,OOO,OOO traDOa. '1'lw 

Benk of JbsliUld had oiUloeled the sold ear~~&rldDs order tor 

toc!a7 of 170,000,000 floiUloo 1fh1oh n had with the Bak ot 

banoe. Cal.a exohazlse ..rket, nt ~. with thlo tiUl4en07 

to bu7 baoll: floiUloa, preo-bl7 on the part of opeoulatora 

wbo l.ut -• had oought ahi>l1DS IUld dol.l.ara. '1'lw teolm'· 

oiiUlO had DOW done their part with reapeot to proteot1cm ot 

the floano, C&P1guel add, IUld it -• now up to the pol1U• 

oiiUlo to do what th07 oould to proteot it. It 1a Carlguel•a 

op1D1on that extende4 powera will be 11'11Jlte4 the sonelJI'll'-lll 

nt 4•oaotrat1cm of their ue 1a &DX1ouol7 a~te4. 

!l'blo attOl'DOOID I talie4 b7 telopbolle WS.t:h tiM B.I.s • . 
eoonc.lo ad'ti.aer. ~ SWS.oo ba4 been oarpl'1oe4 he aald be• 

oaue the orblo raterendaa had been dateate4 b7 lto,OOO 

3 

TOtea 1rh.:t a -Jorit7 ot not -• thiUl 100,000 waa IUl111<D1];~&1;ecL.11111 

sws. .. ott1oialo IUld bankbiC oll'olea -re 0Dheartce4 b7 thla, 

IUld the SWS.ao floiUlo rate Ullderwent inotant atreractb.en1ns. 11,r 

oODtaot upl.a1Ded, howner, that a1Doe tiM sws. .. Gcrtw m11 

had not ~ted uq 1luak ta1l1U'eo prior to the ratti'-.4•• oca­

alderdle &14 ba4 "-t 11 TBD to •~ ot the ~ b-Jah tor 

OOTeral --- prior to tbe TOte. '1'lwre ~be llll eoo'q ot 

tiM a.loo bn\1,. a1hat1ca 1t re11W"D ot r.4£ to aw111ati'laD4 
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PMulh tll'C8 the _.. oon1'1~t at.oiiPboro - pr-.111111• 

It thio cto.o not ha..,_. U -..r bo noo••OUT to dMlaro a 

aorator1- tor one or .oro 'b&Dko. ~ tour1ot \ra4o of 

tho proo&D\ .-er ooaoon ohoal.d now hol.p both SWS.tlaorl&Dd 

on4 l'l'anoo. _, oCDtaot th1111ro that with tblo help. u4 
,/ 

with tho Pr-.ll GoY-t ll.bl7 to proo'lll'o opoolal powero • 

&D4 with tlbo "-f .. t of tho SWS.oo retor•~. fw abov.\ \hl'oo 

-tha t;lle gold bloo _,. oonoo1Tabl7 b&To a poriod ot oa.­

parat1To oala. 

'l'bo BI8 ooono.lo\ -• 1D LoDdon laot -ole• e.ro ho 

found tho Prenoh and ._l'1oan o1tuat1oaa being oloool.7 -t:ob.a 
b7 Britiob ott1o1alo• and with -h intoroo\ Clll tboil' partl. 

In LODdoD tho g•oral op1D1CD oo-.4 to prOT&il that ..,.. l1' 

1n\omat10Dal agro-t on atabU1aat1on Jl1gbt now bo worlre4 

out • 1J; -• oxtr-17 doubtful Whotbor tho tOl'IUI of ouob 

agro-.t oould b • .alnta1ned b7 tho oontin&Dtal oountr1oo. 

part1oularl7 Ger.an7 and tho gold bloo. '!bo qiJIOOtiOD DOW 

&1'1000 1D tho w1ndo ot Britiob ObOOl'Tel'O wbet:hel' tho 1II'OOlr1DC 
ot tho DA _,. load to a 10WU'1DS 1n oooto 1n .a.or1o&D oa.­

pot1t1on on tho WOJ'ld ..rlro\o. 1'booo ·oboorToro oCDo1ct.r that 

tho DA-. a faotor 1n .AJur1ou ooon.S.o pl•nn'ns Whlob-. 

ob1etl7 roopoG&1blo for tho l'1oo 1n pl'1ooo. A pol1o7 of -tt­

ins. wq oontaot 0&14• 1o 11lrol7 to bo followed b7 tlbo Britiob 

aUl tbo7 aro .oro oertain abov.t tho outoo- ot roo•tl 4.­

nlo~h ill tlbo 11A1 tod a tatoo • &D4 a til tho :laropoan -.­

tar,. o1tuat1oa 1o _.. ootltlod. Britlob pooplo ot111 1no1ot 

that ct.flDito &l"l'CCI-t• ._ot 70t bo -ct. boo&uo 1D tlbooo 

cla7o there aro too ~ •W'JM'1•••• 
DD SBC'i'IOIS 0111 DD 'l'WO. 
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seoretary ot State, 

Waahi:agt on. 

GRAY 

PARIS 

Dated J\me ~. 1936 

Reo'4 1:17 p.a. 

~1, J\me :S, ~ P••• (SBC'l'IOJ S THRKB AlfD POUR) 

.looor41Dg t o the preaa Cailloux, new lllniater ot 

Pinanoa, baa atated •I 4o not propoae to hol4 the poalt1on 

ot laD!ater ot P1nanoa &D7 lOQSer thaD 1t 1a neoe••&r7 

t or - t o take 1Dto aooouzat the exaot a1tuat1on an4 to 

take the t1rat -•.urea reoopiaed u 1n41apenaable tor 

the reeatabliabaent ot the tin&Doea. Attar th1a I aball 

reau.a tbe poat ot lllniatar ot Stat e which Premier Bou1aaon 

-• soo4 cousb to ott ar ae. But I Y1ah to ""''Phaaiae 

s..ae41ately that I - abaolutel7 4etera1Jle4 to 4etlll4 the 

trano !rca all att~lta troa aD7 quarter and to preyct 

i t a 4nalor1aat1on. I oan u8U1'e JOU that the apeoulat01"a 

all ot th• will ree.llae that their path will be 41tt'1oultJ 

the7 realise tb1a alread7, 1t 1a M'1411lt.• 

LE TJDIPS quotea aa prM'1oual7 troll the a44reaa -de 
1 

at Kheiaa on J\me 2 b7 Prea14ent Lebl"UUl •1'ha 4&7 1dMD 

the -tiona ttnel 17 WM17 of tha o~ 111 111&el"J' Wbioh 

aurrouzade all 4eo14e to retuzoD, 1D the t1nano1al, poUt1oal 

5 
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and eocmo.1o ~ -•t&I'J' doc 1D.a t o the eoaad praoUoee 

Whloh I bellne aeeve4 thelzo happlne .. pl'ior to the 

great to!'IUIIlt, no doubt the world will onoe -• ex­

pert-• • pel'iod or proapol'it,.. Prance ha.a ahowD that 

aha baa worked t~ thle end with all her •trencth• 
Sbe j olna with the natlona attaohe4 to peaoe 1n er.t:'orte 

t o eet up a •7•t .. ot oolleot1Te eeourlt7 oapable ot 

dleelpatlDg t he trouble• and t he anxiotlee wbloh poleon 

the 41etreese4 and hlnder aD7 re.u.ptlon ot oODtldenoe. 

~ Tlgoroual7 dettada the prlDolple ot -·t&r7 
etab1l11:7 without wbloh o~ero1al trauaotlcme can not 

reeUIH thldr to~r aot1Tl1:7. Pl'anoe le roaq to enter 

into ooDToreatlone to reTlTe o~erolal o:uhange wbl~h 

a traglo doet1D7 reduooe JDOre and -• oaoh da7o Lot u 

hope that ln tho near t'uturo thee• -1 torlou.e ettorte 

-7· be oi"'WWle4 with t'ull euco•••· • 

'fallr1ng 7••hrda7 at L}'OD Berriot h ea14 to ban 

deolare4 • J. pollo7 ot dnaluaUon would not be 10118 1n 

briDging rlee ot prloee and upeot ot our e~ tra4e. 

I uk all tho"Qshtt'ul - to &14 -aure. ln tho tuk I aa 

UD4.-Pt:elr1ng to 4etoa4 •tho traDe qalnat dn'aluatioD 

whloh ooald onl7 bring about a t~rar,. period ot taleo 

prolll"J'11:7 •• 

6 

Regraded Unclassified 



l.aD:T 1D U RIIPI aq11 U la ut •....P to fiCbtl 

the apecnalatol'aJ bads•tUT probl .. .uti 'be aoln4 a4 

oonat&Dt bol'l'odlll aTo14e4. 

111ta&Jd.a 1D L' DmldiiGBAJI'f _,._. oltiDC ~ ••er 

1Jl 'tlbloh ~ •otbol'lada, ~· 11114 e.uaerlall4 han · 

1D turn repel.l.od 4nal-t1011l aq~~ 11bat 1t 1s •- tor tho 

sold bloo to llold atoaq awaitllli tho tSao tor oODStlno­

t1To nosotlatloaa with tho Ubit~ ltotoa ad GPO&t Bl'ltalll. 

~GiWMW IIOI'Di.JIS •- 111D1at1'7 will dlacnua SOT ... -

-~, • doo1uat101l fit pol.107 wh1oh will be PO&d botoro 

~ .. aa4 a-t• 1D tho att ... -. It 1• o:qaotod to 

be ahol'to aa4 to 

(DD DO'l'Io•s i'1iRBi .tJrD POUR) 
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P.tllfiAL P.&JW'JIR&SS OJ' 
:mc:no. nn. h. Ml ~ zuu a, ltae, rr- tho ~l'ioaa 
Bllbuq Par1o. 

Cbaiiii)1CIIl det-•o ot tho trao, roootlablhbrrnt ot buda•t&r7 

oqulllbri-, aJ14 1'08-0r&tlCIIl ot thO DatiCJDal. OOilDOIIQ'o 

Tr-douo bua1Dou OCIIltllDuoo tlo bo dono b7 Bl'i Uah 

OCIIltrOl thlo aft- 1D Oellbi f'raloo U OOYG' 1o oOQibtl 

b7 abort oolloro. !'ho oott...to ~ CillO eporator 1o tlhatl 

oTor :.3,000,000 bualuu wao doDo b7 11bo OCIIltrol tlode7• 

Tbero 1o a otoad7 bolg&J tor tho wook eudod Ka7 89 a saiD 
ot 987,000,000 traoo sold 1o roportlod b7 tlw ••UODal. 

8 

Bank ~ Bolgl-. Ao a r .. ult ~ tlbo SW'loo ol'ioio ret__._, 

tbo Swloo f'ralo 1o Oti'Clii8RJ lOU 1D SOld 11114 SOld Uob•nso 

roportod b7 81r1oo •at10Dal. BODk tor Jla7 Slot otat-tl io 

lllll..7 t1111. mll1CIIl traoo. Tbe ourr1111.t l'UWiro ot 1DtOI'D&l 

probl- 1n tbo ••tborlcdo h&TO oauood a woalc•dns ot tbo 

tlorln. !'o4oT a gain ot rr- a.ao to 4.ao 1o notod tor 

Pronoh r-too. B...,- dool1Do 1D 1ntiVDaUaDal otoob. 

About 10 pero-1: lou tor Suoa Caul. Gold Mil•• ho.To 
• 

tall- 1'Na 87.76 to 25.e6, and sold oOYeroipo ban tallllll. 

1'Na las to 188. 

InTo1oo wao oet1t1o4 toda7 tor ohi~t Oil tbo 

OBAIIPLAIS ot 198,000,000 traoo Sold Hr8 b7 tho Bulk ot 
Praoo to toderal. 
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June 34 

Mr. Morgenthau discussed the following memorandum, 
which 14r . Oliphant gave him to-day with the President . 

WApart from all other plans to deal with the 
situation created by the Schechter decision, there is no 
possible constitutional objection to legislation requiring 
the Treasury and all other governmental agencies t o stipulate 
as a condition to eligibility to bid on contracts for work 
or supplies of any form for the Government or any of its 
agencies that the bidder shall agree to comply with those 
provisions of the Industrial Recovery Act and requirements 
developed thereunder which we want to continue . We can 
l ikewise require t hat the Government will not deal with 
these contractors unless they agree also to do business only 
with those firms Who similarly agree to comply with the 
aforesaid provisions and requirements . By this method a 
very large sector of American industry will be covered. 

This proposed legislation should cover not only 
al l ordinary expenditures of the Government, but emergency 
expenditures, particularly those under the Relief Appropri­
ation Act . 

The foregoing is not merely an effective way 
to enforce proper standards , but will also put the Government 
i .n t he forefront of the movement tor voluntary compli1nce. w 

Admiral Peoples, Oliphant, Bell, McReynolds and 
Charlie West were appointed by Mr. Morgenthau to work out this 
plan for him. 

9 
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JUliE 3RD 

Ted WallenL Chief of the Washington Bureau of the 
New York Herald Tribune called on Mr. Jforgenthau toda7 

10 

as a result of an appointment -de at his request through 
Mr. Gaston. On Friday, May 2-lth, a 81gned story by Wallen 
had aipeared in the New York Herald Tribune Yhich na head­
ed: Long and Aid Banked Lump $500,000 BUill, Agents Report. 
Treasury lnTeatigators, Pushing 'Spare Nobo4y' Income Hunts, 
Allege Deposit was in st. Louis.• 

The first paragraph of the story read: 

"Washington, May 23. -- Months of digging 
i nto Senator Huay P. Long 1 a income sources haTe 
produced an official report purporting to show 
that Long and s friend, on one ocoaaion, put 
$500, 000 in a st . Louie bank in a single deposit . 
The investigation ia being pushed under Treasury 
instructions to ·~e no exceptions.•• 

Mr. Wallen thought that he had been unfairly treated 
in tho Secretary's references to thia atory in the Prose 
Conference of ~onday, May 27th. The Secretary was asked at 
that conference whether the story was true. The Secretary 
had said that after reading the story through three tiJDea he 
had failed to find anything in it to JustifY the headli nes and 
Mr . Gaston said at the conference that the Treasury had no auoh 
report. The Secretary alao said that be had no idea where 
Wallen got the story and turning to 141' . Gaston asked: •He 
called you up didn't he?• Mr. Gaston• a reply na: •He called 
- up and I t old h1.JD that I had nner heard ot it. He certain­
l y would not write it UDJ.eas he had it trom aama aource.• llr. 
Wallen's grieTance waa baaed on the belief that the 1.Japl1cation 
ot the Secretary• a r~ka was that a correspondent had no 
ethical right to write a story about the Treasury if he could 
not got it confirmed trom a Treasury aource. 

In the talk with Mr. Wallen the Secretary aaid emphati­
cally that he had not expressed any such idea, nor givon grounds 
for any such implication. As to the point that Wr. Wallen wa a 
accused, before tallow newspaper men and in hia absence, ot un­
ethical practicea, the Secretary aaid he had no aucb in~ention, 
that be had not hiluelf raised the queation but -rely annered 
a direct queation by one ot the reporters present and that what 
bo said on the subject was all ott tho record. Jtr . Wallen 
seemed enti rely aat1at1ed with the conference and parted t r Oiil 
the Secretary in entire good humor. 
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OPFICB CORRB8POJIIIDfCB 

CONFI!EII'l'UL FILBS 

L, w, Xnoke 

Subjeot Telephone Converaat1on witb 

Ill', Oaripel o~ the B&Dk ~ Franoe, 

Cariguel called at 1:15 p . • · He atated that tbey had 

a buay t~e today principally 1n connection witb the operationa 

of the Br1tiah Control wbicb bad aold ~anca in exceaa of 

220, 000,000. I aaked Cariguel whether he expected a renewal o~ 

the unused balance of $116,000,000 but he said it would not be 

lneoelse u y. I 1nqu1red guardedly what be thought tho next atep 

w<>•.uu be and he aa1d that t he only thing they had 1n a1nd -• to 

t he contract t h e,- had -de with us and ah1p the gold aa 

as the,- could. I auggeated that if later on he bad any 

swz~eat1ona to make in connection with theae gold operations, he 

me know and he prom1aed that he would talk to me verr ~ankly. 

In conclusion be requeated that I tell Governor Rarriaon 

on behalf of Governor Tannery aa well a a on Cariguel' a behalf bow 

gr ateful they were tor the cooperation the,- had received rrom ua, 
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June :5, l.G:55 

Between Januar,y 15, 1G~5 and rebnlar:r 1a, 1G:55, co•ero1al. 

'be.n.lte retrained from engaging 1n gold ehlpmente to t.he Un1ted 

Statee pending t.he dec1e1on ot t.he Supreme Oourt on the gold 

case. In order to llla1nta1n the etab111t;y ot t.he dollar the 

Un1 ted Statu Treaeur;y purohaeed 1n the Parte and London 

marlcete 1n th1e period 8G atlHon dollara 1n gold. 8ubeequentl;y, 

11 1111ll1on dollar. ot th1e a110unt wae reeold 1n the Parte urltet. 

70 1111111on dollare wae ehlpped to the United State• and 

a 1111ll1on doll.ara wae retained 1n London, DurlnS t.he recant 

tlurr,y 1n t.he London gold market th1e a 1111111on dollar• ... d1e­

poeed ot 1n London at el1Shtl7 over t:ss per ounce. !hue ealee 

reeulted 1n a prot1t of t200,000 accruing to the 8tab111~t1on 

Fund repreeentlng the ea't'1ng of the e:xpeneu 11h1ch haYe been eet 

up to conr t.he coet of traneportlng th1e gold to the Un1te4 

Statu. 
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June '• 1~5 

mmuvmu 

In the pertod !1"0111 Janual"1 28, 1Q:S5 to Pebl'uar;r 18, 

1935, during the uncertainty which prevailed while the 

deoi1ion or the SUpreme Oourt on the sold oa1e wa1 awaited, 

pound sterling to the equivalent or about t2a,ooo,ooo wa1 

acquired 'l:v the 8ta'b111r.ation Pund in order to hold the 

sterllns dollar rate lte~. At one t1ae th11 bel 1noe 

showed a book 1011 or about tsoo,ooo, but a1 eterl1ns re­

covered the balance -• d1epo1ed ot with the net reeult 

t hat th11 operation lhow1 a profit ot about t2s,ooo. 

13 

Regraded Unclassified 



P'EIERAL RESERVE BAJI1t 
OP !f!!W YORIC 

:14 

n~nnc'E CORRESPOBIDCll 

CONFIDEH'l'IAL FILES 

Date .June •· 1~. 

Subjeot Telephone Ooover1atloo with 

Jhe, Oar1guel ot the Bank ot Prance. L. w. Knoke 

Car1gue1 oalled at •:45 P• a. Be aald that tortunatel7 

leaving the ottloe t onight he had given the Guarant7 Tl'U.It 

o~any an order tor the New York market, I told ~ that I had 

Just learned trom the Guarant7 that under this order the7 had so 

bo1J8ht about 20,000,000 tranoa, .ostly on orders trom Europe. 

ariguel then stated that he hadsivised Mr. Coobran ot the Embaas7 

Bank ot Pranoe would very 11111oh llke to have an order as 

I replied that we were in touoh wl th Washington and would 

send him a oable tonight giTing an order it the Seoret1117 renewed 

It not, I promised I would call him on the telephone . In 

he did not beer trom me by telephone, then he would know that 

a cable was on the ,..,, 

Car1guel t hought that was all ri~t. 

I inquired how things were shaping now but he stated lt 

dlfti oult tor hi.m to say a1noe he had not seen anybody yet. 

L'lfK: lDIJ 
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fBiMRAL RBSBRVB BARE 
OP IIBW '!ORX 

CORRBSPOIL&tiCB 

15 

OOUFIIBII'l'IAL FILES 

L . w. lboke 

SubJect Telephone Conver1ation with 

Kr. Carlguel ot the Bank ot Pranoe 

I called Mr. Oar1guel at 8:115 P• 111. I told h11ll we were 

ng h1.m a cable tonight adrta1ng that the Secreta17 had re­

nAwrAd the offer contained in our cable No. 8~ ot MaT ~1 (that i1 

buT up to tus,9<)0,000 gold). I explained that although no 

ot it -• made in our cable the understanding waa that, a1 

~.,.A•· ~~·~~·, thia otter wa1 to be oonaidered a1 a reserve otter to 

used OnlT in case the operations ot the commercial banka ware 

autt1o1ent to .. et the d~d tor dollara. I then referred 

telephone oon·nr1at1on this 1110rn1ng 1n 'lbich I had requested 

to ahip no more than $15,000,000 gold thia week. I repeated 

, aa he knew, the reaeon tor thia requeet had been the de11re 

tr1en4a it pouible to 1ell some of the gold in Perla 

than have it all come over here. lnallllllOh, however, a1 

de,rel.opmmllta th11 afternoon had brought about 1uch a coq~lete 

that 1 t now looked a1 though we 1111ght in1tead ot 11ll1ng 

1n Parle, buT eome 1110re, I waa wondering whether hi could re­

new h11 boold.og ot apaoe on the Mlnb•ttan and lhip the total ot 

about $17,000,000 a1 or1g1nallT planned b7 hla. Carlguel a1aured 

me that he thoroughl7 underetood 7Q' lllgglltion and he would be per­

tectlT glad 1n the 1110rn1J1s to do h11 beat provided ot cour1e he 

could get the nece11&r7 1neuranoe 11'hioh might be d1tt1oulile 
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OPPICB CORRBSPOBIEJICB 

To CONPIIERTUL FILB8 

L . w. XDon 

.16 

SUbJect Telephone Oonvereation wi'b 

Mr. Oaripel ot trut Bank ot Pr&Doe, 

I called Mr. Cariguel at 10 :30 thh .ol'tling and inquired 
t here -• anything new 1n their market. Cariguel replied 

"llotb1ng at all, • that th'nga were IINOh quieter t oda;r but that trut 
Britiah Control bad oont1nued to b~ aterllng. Be bad not received 
t he final t1gurea :ret but thought that t h e t otal ot the oporat1ona 

smal l even though e t erl ing bad turned a l itt le stronger, 

I t old Oar1guel that the purpose ot -.q oall -• to request 
abip no .ore than $15,000,000 ot our gold tbia -ek and 

after tbia IIJIIO\Ult bad b een arranged not to do an;rtbing further un­

til he heard from ua again. I explained to h1ll that our trienda 
now oons1dar1ng 'lhetrutr aOJM of t he gold 1n Par1e oould DOt 

sold b aok 1n that market beoauae 11b~ felt it would be 11101'e 
hel ptul not t o have too 8lOh ot the - t al OOJM over hera. I added 
that I would d1aouaa t bia -tter with hila turther 1n a da;r or ao 

and repeated -.q requea11 ot ;raatarda;r, that he let - have an:r •uc­
geations that .taht ooour t o bia 1n tbia o0111180t1on. Oariguel ra­
pllad ha would, 
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Conversation between Yr . Cochran and H. M. Jr . 
at 3 :15 to-day after Mr . !lorgentho.u got vtord over t he 
ticker that the French Government was defeated on its 
demands f or fUll financ i al powers in the Chamber of 
Deputies to-day and tha t the Cabinet had resigned. 

H. :J. Jr : What is the matter over there? 

Cochran: The government fell at 8 o ' clock today. 

R. M. Jr : What is going to happen now? 

:17 

C: I was at the bank at 6 o'clock and at that time 
there was a TUmor that the government didn' t have 
a very good outlook. 

a . u. J r : 

C: 

H.u •. Jr : 

C: 

C: 

H. M.Jr : 

What are we going to do? Go through the same 
performance again? Keep in touch with us and 
we will watch it very closely over here. I 
thought everything was fixed up. It looked 
that way yesterday . 

Finance Yinister Joseph Caillaua talked too 
much and t alked very foolishly and they lost 
confidence in him. Now it looks as though 
Laval or Berriot will be Premier. 

How dd t hey stand on the Franc and on 
devaluation? 

Both are for keeping it steady. Herriot had 
indicated that he would be willing to devalue 
only by international agreement. 

In regard to our conversation of yesterday do 
you think it would be wise for the Bank of 
France to give out that publicity? 

There i s no use doing it until the Fr ench 
Cabinet i s 1n existence for at least ten days. 
Don't f igure on anything until you have a 
government. 
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The following are stat .. enta received over 
the U P ticker: 

At 9:M 

•Prellier l"eruaDd Boulsaon called on the l"reDCh 
Parliament to-day for seal-dictatorial powers to save the 
Franc. In a governmental declaration read both to the 
Chamber of Deputies and the Senate, be outlined a coapre­
hensive program for a •New Deal" in which he stressed the 
following points: 

The war on speculations will be "brutal aDd 
deciaive" in the drive to save the Franc and 
stop tbe drain or gold. 

A balanced bu1get will be sought 1n an ettort 
to restore the country' s finances and econo~. 

An effort will be made to aid the taraera 
especiallf, but also merchants and industri­
alists. {There was a hint in this section or 
a move to keep up price levels. 

Uneaplo1111ent will be fought and the younger 
generation w1ll be aided so it can race the 
future with confidence. 

Externall y, France rll.l work tor peace and 
international collaboration. 

At 9:4§ 

18 

The Parliamentary group of the powerful radical 
socialist party decided to-day to refuse the full powers asked 
by Premier Fernand Boulsson. Bdouard Berriot, President of 
the party, · who favors granting full powers, resigned and 
then withdrew his resicnation. Boulsson d.-ended that q'lll .. tiona 
be shelved and asked tor a vote of contideDCe on that d=end. 

At 10:15 

Tbe Chaaber of Deputies voted contideDCe in the 
Cabinet of ?realer Feruand Boulason to-day, acceptin& his 
demand that lnterpellations by Deputies be shelved. 
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At 11!27 

Tbe FiD&DCe Co.aittee approYed, 19 to 18, tbe 
full powers to tbe goYer-ent to -t tbe aonet&r7 

19 

The French govern~~ent was defeated on its de.and 
for full financial powers in the Chamber of Deputies to-day. 

At 2:2& 

The Cabinet has resigned. 

At 2;3§ eM to tYerybodY'I qeat •urwtae 

The coalition goYeroaent went down to defeat by 
a margin of two Yotes. The Yote waa so cloae that at first 
it was announced tbe goYernaent had been giYen fUll powers, 
but an official recount was delllllDded and the roll call showed 
the goveraaent beaten by 264 to 282. 
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Jnl!l t\b 

I saw Senator Key P1ttaan, explained to ~ 
we bad done Thursday and be seeaed Ter7 •uch please4. I 

as1cea hill whether I should see llcliary and he s~d, •7es bJ 
ID&&ns". 

Senator llcBar:r cue 1D at ll o'clock. I ex­
~ wbat we bad done for Franc* and I selda. baTe 
so enthusiastic. Be said, "what J'OU baTe done is 
and stateaaanl.lke and I u proud to be able to call 

lend" . 
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June 4, ~9:15 

Shortly atter the taU ot the rrenoh Govem~~ent wae 

announced the Bank ot rranoe oalled the Federal Reserve Bank 

ot New York and etated that they 1l'Ould very muoh llke to have 

our order t or t he purchaee ot gold i n Par1e renewed, ae 

1rreepect1ve ot the polltioal situation t hey wished t o main­

tain the 1l'O~ng ot the gold etandard. AI up to the prennt 

the Bank ot 1ranoe had only used $J:S,OOO,OOO out ot t he 

original authorization ot 1150, 000, 000, I authorized the 

Federal Reserve Bank ot New York to renew thie authorization 

to the Bank ot Franoe tor the unueed balanoe amounting to 

approXimately $U6,ooo,ooo. 
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llOR Till! 1'1\&$ 

Itt ordt4' t o toe.O\. M Uaed!at.c ;robl• rol.ati.c6 to 
thl CZ...C:UtiYO eraoh ot the Conl"!U::mt •• a ro.W.t ot tho 

su~ court docto1on1 t-o atera Mn bocm 4.1ecv..eaod. ODd 
~eod to by a:!d:lora or the A41aic.iatl'QUoo M4 loader& ot 
Conaroaa . 

1 . - (a.} Paoeaeu by the uouae or Ropl'OeontnttToa 
or t~o Sonoto J'otnt neaoluUon oxtf.ln41n« t_!!)_llfa only 
ot tlio U.1ottonal Rooovery A4m!n1etro1.ton lf0 .ti.prtl 1 1 

1-936. ,.,_, Pl"C:.aidct baa Cll4e t hla rOOQDliClldetion 
to tbo Spoaba, ChDJ.r.:on OOU(;h\ on or tho tlll.,VS npd 
Ma.:1Da CCIC'alUoo a:Jd. Cbnin::on O' CoMOt' ot tbo Rlll.oa 

Ccx;:att"teu t hla AJ"\oruoon. Tbla rooocn:a4ation ta 
baocd on thO doetra'blll t7 ot =tnta.1.n.i.DG a (l()l':)oo 

~rotivoly W'\All at.att in tJO.ehtnaton ADd in tho 
aoro t.mportAht conters o'! tbe ocuntry, tn order to 
br1Jl8 t osothor and aw:mariz.o tho 'VCIJ't nl!Kiunt ot 
tn.ror:mt 1on n~ 1J1 the posaoooion or NAA, rcl.attnc 
to th.o a.ctuo..l rowlt o or oodo .AdDinietrntlon and 
t o col.l11Ct. intomation in rOC41'd to tho eft oota OD 
tnduat:ry, 'ootb Ol:IPloyO.r~ :md ~lo,eoa, or t.ho 
aba.Ddonmont. by tbo Gov~t ot C04o o:ttoroc:ccnt 
or r oq.a.iJ'rroAclct :s. Theso le:tto.r !'O·fcr to wrtlng con­
ditione n.n4 t o tair Uado pre.cttcoo, ftJ.• 1J1t'o:t'IM\­
t1on ·.:ill , 1t h bOlieTOd, bo ot f)l"'a~ ftluo to tbt 

con,sron • thO ~1r.tatr:J.t1o'O aM th.O country as a. 

t:holo . 

(b) Tho other r<~•oon r or cont1nUlnt n sk.Oloton 
or(;tlniutton ot NRA h thet lll.lCh an or s nntz.o.t1on uill bo 
UGetul tn o.:tJTYiQit out t ho r ropoeed roquireaOnt th3t 
GoTCrtll:l<mt purcb:ucs an4 oontraet o bo pl..Geod only 1T1th 
corpo.ra.t:S.ODa or oont:ra.~ora cbo Uto \q) to cc:rtaln 
ci.nt..e J'Oq,\lir<a«lt.a. 

(c) l f tho Uouo.o ot ltcprcec:Jet.4\th'oe npproYOa tho 
J'o1nt Ro!iOluttcm paeoed by tbo SonMc , tht. t portion 
ot tho Rooolutton t1bich i n ottcct r olatce to oodoe uill1 

ot cou.rno. bo SnoJ)Orativo tnaofo.r ae t ho old codee a.ro 

conoorno4. 

(4) Tho e«t ona l on ot tbo U"tlon.al. RccoTCrJ 
Mminiatratt~ V0\&14 eoan. fltbout quoauoc, c. "'CC7 
largo cU'\ ln tbo ot f'k.or& end OIIIPlo-~•• ocr at.t.acboc! 
to lml, b ut uoul4 ..-. t.ho retOAllon or a Gll.lbStA.fttial. 

n\li:li~ ot thea. 

"l1t tl'lie ~ion", ~ho Proatdont said• "I t:e.nt 
to raeoi'd QY 4oop ftlll'CCie.t1on and tho t ot tho coUDtry 
tor tho unsoU'iah uott: Uhioh thoue~nda or JC.on and oomon 
tD.-pl oyod undor Ol' in eonjunctSon f,• ltb tho National 
Recovery .A4rht.1 otMiion, ho.vo 4ono in tho pnr:t ~ro yc.are. 
I oX'lc:1d to ~!en q a lnccro thfml:e; an.d 1 rocr'" .. t.bo olr­
cuc.stanoca u.:xt-.r 1/.J.Jcb tho rc,UJ'UIIOlit ot ua:tY en' tbca 
f"roa eo.~ ... oo:-rleo bOooao• obl16,3\ol"7· · 

1\ llhould not be a.d\lbOCl t)y t.D7 poraon t.h&t 
tbie propoeod. cont1nunt1on ~ t.ho trmtloMl itOOOY01'7' 
Ad.:liniot.rntlon, i.n akoloton1z.c4 tom, rolate:s ln. ~ 
t. t\Y to tho on1'orcoao:~.t or \'tOrkins oon41tlon.a or tail' 
trodo proctLcoe rormorly ox1Dt1ng undor t ho C04oe. 
A.ll euc h l"'qutraoont a t."'ro ollaina to4 by thO 9.lpr·at:~G 
CO\a't 4 oallion • 
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2 . Tho other moaau.:re Wblcb , llko t.be tt rat , m.u.et be coD· 
t l4tred t• only a • ery pert tol ttop-cep rolotee to Government oon­
t.rect• • Only o vo:ry tJfllll portion -- pro bel>lY no t aucb O'f'lr ono 
por oont d the i nduatrlr!l production or t he country-i.1 utld 1a 
Oonrru::.ent tJOrk. Noverthtlou , tbo Pred dont reel & tbt.t even thoueh 
Ute percent.a,go bo smell, the OOvorn.mont should u .Xe a p-ract.Lc&l o.nd 
dot1n1to a~ep to ohon ita CQo4 t~lth in melntaining thl :lnrsor 
obJtcLivoa aousht by NJU.. 'tht propoat d legtalat1on would PUtboriz.e 
• requirel:lll!nt in nery OOYonmtn1: p\D'c:baao that ell per a.o:na ·~4 
lD t 1.o pa""'duetion or t.he auppU.tl or 1.D. tho carr)1Q& out or tha CDD• 
c.reot. tball be paid 1a. ae-cordace •U-h c.1.nJJ:u:l n.c:e and IIIIUU2a hour 
a c.a.n4a.rctt end tba t no per-.o11 ua4tr the qe or t1 -z:teen ,....,., &ball be 
~~nplo)'ed: . 1"be e:1::e rult touU eppb to tho use or Go•orDM·u l oen.a 
or crante to Stetoa, ram1cip.J.1Uea or other locel &O"I.rtl.Mnt aeonetea. 

It 11 boUovtd tblt tbia proposed bill co.rrloa out u moral 
rot ponelbllity or the roderel Governnent and it it hoped that eucb 
eotlon \'fill be toll0di4 ea hl·eoly 01 poealblo by priva~• 1n4uetry 
In ovory ono or ito brono~oe. 

'l'hia propoaod ootouro, boaever , like the tlret , 4ooe not 
ffalct ouch progrese towar4 obt.oinlns the ultl.mac.o objoott .,., or 
nutlor.e.l au:u1crda tor tbe vo:rldn,s popul..otton or Amo.rtoo nor tor 
national att.ndArda -::rbioh aook to prot.oet bonore'ble employore nplttet 
Chi , \I..'U'al.r pl"l1Ct1COI Ot lOll bo:l.ore.bl• CODpet1tore. 

s . Tho Sup:r .. Ccxa-\ dechlon bu ertee\ed a a~r or 
aaeactea which c:ere .. t u; lA part or 1n 2bole under 'Cbo aalhorltT 
ot TUl• I ot the Nattor.6.1 IhGuetrlol Recovery J .. ct. A cuoM 
ro•lecr or the otrecta ot the S\lpremo Court dechlon hu been ud.o . 

(a) Nov lostalotlon vould be neeoaoary tor tho oo~tlD~ce 
or the Federal Alcohol Control A4mJntotrQt1on 1 for tho llootrlo Hone 
Md Penn Authortt:y , tor tho htroloun Ad.tniniat r P.tivo Board fl.nd tho 
Control St-o.ttstiocl Boord . 1AB111lnt1on to meet tbooe toW" endo 1a 
now ~nder oonetdorotton . 

(b) Two f'("Onctoe CM be continued by a.mond.:¥11\U to t n cnati n 
01'4ere: TbO Nat.ton..-1 Dlerc.enoy Council and tha t:attontl n .. ourcea 
BoN-d Both or 1-be:s rotate c.o ple.nn..1nr. ror o.n4. execut.iOD ot 10rk 
reuel and ceo, tber-etor-, be cD nUnued unter ;:be ftOrk rellet act.. 

(c) Tbree •nctee bll'l"t coapl.ewd tbe1r .:>J1c: ud will be 
teN.tnated u heretofore p.lan.nt4 on JU."\e 16th - tbo cc-&tuee on 
Econcalc Security, the A4•1a~ c:ounctl on ?.coo0111c Security end tbe 
Otttce ot the Special AdYleor to tbe Preotdent on Fare ten Trade . 

(d) SOveta l abor boar4e crooted under N.R.A. muot t orndnat e 
In \Ml r pres ent eapeott.y . 'ntfl)t oro : Tbe Uetlono l Ltlbor Rohttona 
8oOJ"4 , 'fhe Petroleuc lAbor .. le tJona Board, The Stool UibOr ReloUone 
Board , tho Textile Lr!bor Re..,.one Bonrd, The Work Aaaignmtnt BonN 
tor Co~ton, 'l'be \.iork Aaa~ 8o.uod tor Silk , e.nd The Work Aeelgn­
DIDt 8oft~'(. tor Uool . 

'r.le Preatde.nt beef.Enr. aotnt w tbe s,..ur or t.be 
Kou.e or Repr-.ae::.toU'Ra • nt.al edmt\te or epproprtathae 
rcr tt. Deport;:;.c.nt or lAbor the co::d.AG !'1$CI'l yeAr ln t he • • or 
1 600,000. "l"bb wUl ent-ble secre~y or Labar to conduct 
eddUtoD&l cwd1ettoa Mil oc:GOt lintloa ecUYittoa l'nd thue t.e.tt OTer 
e -.u portion o r tht "or1c o r the boe..rdo wbtcb 1'1.1"0 CibO.&.ltMd , li 
11 'iiOr th nottng , howo..-er, thet tbt cutbort t~ or tto Departaoot o r 
Lobar exteode only to tuedlo t lota ond cono1Uat1cm. Tho We.gner L.ebor 
6111 , tf enacted. would ee t up new tribunals ~lcb woul4 .ubo~onttall7 
cover \bo runetiona ~ere to toro exoroloed by tbe vartoua boerdt abovo 
Mntlonetl . 
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The following are notes made at a meeting at 
2 P.M. to-day in Secretary Korgenthau•s ottice. Those 
present were: 

llr. Oliphant 
Adllliral Peoples 
llr. Haas 
Jlr. Coolidge 

Jlr.Bel.l 
Jlr. llcReynolda 
llrs. Klotz 

llr. Vorcenthau to llr. llcBeynoldsa T'le Secretary 
ot the lfavy has ordered Sayles returned to Act1Te Duty on 
July 1 in one ot the new positions authorized tor retired 
officers. I wish you -ul.d cet in touch with Captain SB7les 
and n otify lUa. 

llr. Kc.Reynoldsl That 1a tine. I will take 
care ot it. 

llr. Vorcenthaua Hoaer Cnwtngs baa been cles~­
nated by the President to carry the whole question ot 
l egislation with regard to Pederal pnrchaslng. the acree­
aents to aa1nta1n wage standards, hours or duty and elimi­
nation ot child labor are to extend to all indiTiduals and 
agencies or any kind wbateTer that are accepting grants or 
loans troa any gonrnaent acenC7. He had an entire dratt 
ot a bill prepared by Stanley Reed. The Attorney General 
said he had only one copy ot this dratt. Inas.uch as the 
President asked 8 people I said, WWon't you please desig­
nate the Attorney General to be responsible tor this legis­
lation?• The President Aid he ~d. 

llr. KcReynoldal We haTe stopped •king contracts. 

Jfr. Oliphanta Practicall7, that means Reed. 

11r. llorgenthau: lfo - the Attorney General said 
i t Mana hlaselt. 

11r. Korgenthaua lfow the b~ probl• centered 
as to whether that should be exten4ed to Lo•n1ng Agencies. 
lllss Perld.na and I arcued tor that. The President s aid 
i t would be extended. 

llr. CoollcJcea Does that •an new loans? 
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llr. llo!'leDt!umr BYel'Jth1q. U Ickes loau 
$10 000 Oil a t25_,000 schoolhouse it •••na that n8!'7'tb1Dc 
that goes into that schoolhous e will haTe to contor11 to the 
d.lfterent rules &114 reculatioua the COYel'DMnt sets down. 

llr. Oliphant: That includes grants and loans? 

Mr. llorgenthau: BYer)"tbing. 

Mr. Coolidger Will those rules be flexible? 

llr. Jlorgenthau: I can't answer Jett. You will 
han to see the Attorney General. The thought is that it 
will go right straight down as tar as it can. Perkins 
and I argued tor it. The thing would spread rr011 coast 
t o coast. The thought is that they will try to 118.ke it 
just as errectiTe as they can. The 110re Jlr. Ickes arcued 
aga.inst it the .ore he conTinced •e that it was right. 

llr. Coolidge: I think that is tine. 

Jlr. llorgenthaur P'ro111 the President's standpoint 
t he thing I argued waa that we should not le&Te a stone 
unturned so no one could say the United States did not try 
in its own purchasing. Now it it works a hardship then it 
should be corrected. First the A.rrtq was against it. Then 
When he saw the picture he said, •that' 11 right and I &Ill 

for it.• 

Jlr. llcReynolda: What about the contracts we 
haTe now? 

llr. llorgenthau: Let ae tell you what was dis­
cussed. The bu71ng responsibility 1s Peoples'; the draft­
ing of the Legislation is resting with the Attorney General 
and anything Reed has in his shop 7011 (Olipllant) should get 
into with hill. General Counsel ot the Treaaur:r adTises 
Peoples. An7bod7 that haa any ideas lilte Coolidge talte 
t he• and throw the111 into the hopper. Coolidge is f••1l1ar 
With industry in New Bnglan4. 

Jlr. llorgenthaur This 1s the tunniest thing - the 
Attorney General. had no idea n wero worlting on this thing. 
SteTe Early personall:r feels responsible tor this. 

llr. Belir He (Earl:r) put it on ••· 

Jlr. Morcentha1l: On PI.C.l the Attorney General. 
bad a coap1ete draft. He hadn't seeD aura. Be Tery •ch 
wants to aM oars. 

llr. OllpbaDt: Is he oarr:r1n1 the ball 011 thatf 

llr. llol'lenthau: •o. 
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llr. llorcctb&u& 
t o be opt up to date. 

llr. llorgenthau: 
following bUb& 

25 
ftle Attorney Gceral WOill.d lilte 

The President is workin& on the 

Social Securit:r 
Bankfng Bill 
Wagner Bill 
Gurte:r Coal 
J..l.l .lllendllcts 
Oil Blll 
T.T.A. - Utilities Bill 
Bill to extend If .R.A. - A4111inistrative 

organization 

Transportation - Could liTe another year 
if necessary 

Taxes 

They are pressing to keep it (lfR.l) going. 2000 
people in Washington to watch it. We haTe a joint resolu­
tion pending before Concress. They think the:r can get 
that through Tery nice~. 

Jlr. Korgenthaut They all jUllped on :rour (Oliphant's) 
suggestion When they read the word •license•. 

Jlr. llorgenthau& An7 questions? 

Adlll1l'al Peoples& WUl this n- legislation be 
part or this bill t or the extension or the lfR.l? 

llr. llorgenthau& You aesn bu.7ing thing? 

Adairal Peoples& lfo - legislation. 

llr. llorgenthau& I think it is a separate bill. 

llr. Oliphant& Then I will get in touch with 
the Attorney General and ask him to work with ae on FACA. 

llr. llorgenthau& All right. 

llr. Oliphant& I will get in touch with h1a 
and keep Admiral Peoples adTised. 

Jlr. Oliphant& I want your decision on this 
questi on of policy. When&Ter the Attorney General gets 
started setting this u p he is going to find that he bas 
to prOTide an agency that will determine whether or not 
this person i s qualified to receiTe a &rant or loan sn4 
then he bas to haTe qancies to see that they are co­
p~. Will :rou use the old triiSie-work or the lfR.l? 
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Mr . Morgenthau: It is very difficult for all of 
ten people are pinned with the same thing . It gets 

to 1'1here people know where they are goi ng . I didn't know 
llhere I was going . 

Ur . Morgenthau to Admiral Peoples: Do you know 
you are goi ng? 

Admiral Peoples : I have one bi g problem before 
me now and Oli phant said he thought we should have a conference 
afterwards . Ther e are l iterally t housands of cases all over 
the country where bids ar e submitted on the basis of codes . 
"'here code i s ca~led illegal code cannot be written into new 
contr~cts . In other words , what should be put into those con­
tr·cts so as to continue t he business of the government until 
~his leci~lation becomes effective? 

Mr . Mor genthau: You people and the Attorney 
General will have to agree on that. 

Mr . Morgenthau: I am tickl ed to death t hat the 
Pr esident gave this t o t he Attorney General because eve17 time 
I am met on the street someone says I am charged r:ith this 
responsibility . (Laughter) 

Mr . ll.or genthau: I am serious . 

Mr . Mor genthau: Steve Early says he is charged 
nth the r esponsi bi l i ty of buying . 

!!r. U.orgenthau to !.!r . Coolidge : Jef f , is there 
anything you want to bring up on this? 

Mr . Cooli dge : No. 

Mr . Uorgenthau: I think that covers the whole 
thing . 

Admiral Peoples : Yes . 
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June 7, 11135. 

CIRCULAR HO'fiCJ: 

fo the Head• ot the various Executive Departmenta, 
Independent latab~ahmenta and Ageno1ea. 

An important queat1on ot pol1o;r has arleen 1n connection w1th 
Federal contraota tor auppl1ea and tor oonatruotion wo~k ot all t t nda 
throusll the neoe881t7 tor the eU.a1Dat1on ot the oode o011plianoe re­
quirement• as a reault ot the deo1a1on 1n the oaae ot the 8oheohter 
Poultry Corporation, et. al., va. 1Jn1ted 8tatea. 

It is underatood that 1t 1s the 1ntent1on ot the Prea1dent to 
submit to Congreaa at an ear}J date legislation wh1oh would require 
provilion to be made 1n eveey Government contract that all peraona 
engaged 1n tha production ot the auppl1es, or 1n the oa.M71na out ot 
the contract, shall be pa1d 1n accordance w1th ll1n.1aum wa&e and aaxi­

hour atandarda, and that no peraon under the age ot a1xteen ;reara 
• ...,,,..,, be emplo;red. !he same law t o appl:J t o the uee ot Government 

or grant• made by the United States, or an:r ageno;r thereof, to 
state, mun1c1pal government, local aubd1v1a1on, person or corp-

Until auoh t1ae aa the propoaed legislation m&J be acted upon 
Congress , the D1reotor ot Prooureaent reoo .. ende that 1n 11eu ot 

coda oompl1anoe requirement• stipulated 1n paragraph• 1 to 4, 1n­
c.&.•uu.n, ot Executive Order 8848 - teapon.r1l;r suspended by J.datnh­

Order G,C. No. SQ, ot Kay 30, 11135 - all 1nv1tat1ona to b14 
supplies, materials, or conetruot1on proJeota ot an:r character in­

t he tollow1ng olauae: 

1 B1da are requested on the baa1a that 1t aubaequent leg1a­
lat1on shall require obaervance ot 111n.1mwa wage• and/or max1mWI 
hours ot eaployment and/or 11m1tat1on aa to age ot .-plo;reea, 1n 
the pertormanoe ot Government oontracta an:r contract entered 1nto 
shall be eubjeot to mod1t1oat1on to accord w1th auoh atatutoey 
requirement a t o the extent authorized or required b:r law. • 

oontraote baaed thereon to be entered into accordingl;r. 

It is further auggested that awarda ~ be made on pend1na 
proposals 1! the biddar will agree t o the inclusion 1n the oontraet 
ot the stipulation above-quoted 1n l ieu ot the code compl1.anoe re­
qu1reoenta; and, 1t the bidder does not agree, new proposals should 
be issued w~oh include the above at1pulation. 

It is· further recommended that eaoh Executive Department, in­
dependent establishment, or other agency shall: 

Deter action on all contracts, except oontraota t or aarv1cea, 
supplies, or proJ acta wh.ioh are essential to the QUlTOAt pondUQt 
ot the Government'• bue1neu until Congreaa can declare 1ta in­
tention as t o Federal contract requireaenta ooncern.1ng houra, 
wages, and other oond1t1ona ot pertormanoe. 

C. J. PEOPU:S 
Director ot Procurement 

Approved Secretary ot the 'l'reaaur.r. 
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PBIIIR&L RMBRfK BAD 
OP JIBW YORX 

Date .Time a, 1~. 

28 

, ...,.ri'R CORRESPOH18ic:B 

COlfFIIE!i'l'IAL PILlCS 

L. w. Knoke 

Subjeo11 Telephone Converaa111on w111h 

llr, Carlguel o~ Bank o~ Pranoe, 

Mr. Cariguel oalled me at 12:10 P• m, He stated they 

bad had a good daJi Guaranty have bad to sell about $5,000,000 

onlJ whioh he thought was very aat1a~aotory all thiJ:Iga oon­

aider ed. I inquired aa to the latest pol1tioal newa and he 

said Laval was reported still to be working on a oab1net and 

that Mr. Pietrie had been mentioned aa a possible ohoioe aa 

Minist er ot Pin&noe, I inquired whether there waa anJ more 

talk ot Rist tak1ng that poJ>t~ol1o but he aa1d no, 

I asked him Whether he had bean able to do anything on 

the Yanhattan shipment and he replied he thought tha7 had 

olosed tor a total ot 1751 000,000 tranoa. With retorenoe to 

turt her ahiplll«lta, he stated the,- would oont1nue m•ldng th­

aa r ead1l7 as poaa1ble until they heard nom us again. I re­

plied that would be 1n order. 

LWK:IDIC 
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PEIBRAL HB8BRYB BUIX 
OP 1IBW YORK 

OFFICE CORRESPOIDEMOB 

CONPIIENTUL PILES 

L. w. lrnoke 

Date JUne 6 , 1QS6e 

Sub ject : Telephon e Connreatl on with 

Mr. Carisuel or the Bank or PraDO• 

Jilt. CU'lguel oal.led- qa1D at a P• •• to ..,- that 

t O'ftol'da the oloee dollar• bad be• a u ttl• aor• 1D 4 ad 

with the renlt tbat the <hlal'ant7 !'JtQat bad t o a.U a to\al 

ror tbe da7 or IQ,ooo,ooo. Ill aooor4anoe with our UD4er­

at an41ng all or tb1a will be applied 'lmder the raoil1t1ea 

placed at Car1guel1 a 41apoaal b7 Gu&rant7 !ruat Oa.pan7. 

Aa explanation ror the atroDger teldco7 or the 4ollar Oar1-

guel gaTe the taot that La'Yal had llot auooeede4 1D fOl'lllnC a 

cablnetJ •-tb1DS alae waa belDS tried DOW but he UD4eratoo4 

rrom OoTel'Dor Tlllll181'7 thll.t the plan waa to g1Te LaTal later on 

another oh&DOe to 1:17 agalll. 

It our trlada 1D Wub1npoa aaw thelr wa7 olear to re­

nn laat ll18ht' • orter, Carl&Ual aa14 he would be aoat haPP7• 
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I as happy to baY~ the opportanity to apeak to tbe people 

ot this old American cClii!Wimt ty tonight md to you boys who 

have been 11Ying and gr owing here 1n body aDd atnd. And I 

should like to add tbat s ince I haYe been in ay present office 

this is t he firs t t iao I haYe spoken except oYer the radio, 

so that t act at least tells you how much I wanted t o coae here 

and how glad I am to be with you . 

As I have passed lliDOng these hills and Yalleya tbat you 

know so well and that have come to be another hoae 1"or ay tao 

boys who have been here 1n this tine acbool, I ha•o thoucht 

as all or you must often have thought -- or the eventa that 

have occurred here in a dozen cenerationa. I have tried to 

pi cture the kinds or people who have lived here an~ or how 

thoy have acted toward each other. I ha•e tried to piot1ll'e 

thei r idea& of hu.&D cooperation and of gOYern.ent. 

Each ceneratioa baa see a ditterent world fro. that 

or the gener,tion that preceded it. Tho difference baa not 

been so .uch 1n the phyaical obanle• that baYe taken place. 

You haYe not had MDT or Ylolent cbaDCe• ot tbat kind hera . 

But thea(! are not the iaporti.Dt c~es anywhere . Bu1ldinca, 

railroad a, hichnya, dau -- all or theae thine a ere not ao 

s1gn1t1cmt •• the procreaa of mowle·•ce 1o -·• alnda. It 

ia that which tuada .. ntally .akea tbe dltterenoea between ODe 

ceneration aad &Dather -- the alcaifloaat ditteranoe wbleb 

createa the obaraetar ot a c1Y1liaatloa. 
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Do you reaember Mark Twain's interesting fantasy or the . 

Connecticut Yankee mechanic who was translated back to the time 

of King Arthur in England and bow tho knowledge he bore with 

him of the mechanical processes ot our late nineteenth 

century was sufficient to build a modern coam,ntty in anci ent 

England -- even to cannons and rapid-tiring guns. Tho pr ?cess 

might be worked the other way. One could picture the people 

of a primitive ciTilization placsd in the surroundings of 

today. ~ithout instructors froa our age they couldn ' t turn a 

wheel of our industry or sake any ot the products we regard 

as essential t o our liTing. The factories and t all buildings 

would crumble and the wheels would rust and decay while tbe 

populacion went back to tbe bow and arrow hunting ana orude 

agriculture to which they bad been educated. 

~e baTe to tit ourselTes today t or a pr etty compliceted 

way of living. ~e haTe to acquire some ot the essebce ot 

what it took aany ages to discover . ~e have to acquire it 

because it is our education that will determine the character 

of tbe civilization or our partiaalar America -- our particular 

world , The factories and tall buildings we inherit will not 

determine it. 

But there 1s an essence ot progress that ls a thread 

running through all 1enerat1ona. It 1a ln the ener11 and the 

cur1oa1 ty and the will to learD new tblnga. It baa 81 

its baals stral1ht thtnk'nl aDd absolute 1ntellectall 1ntelr1ty. 

In thls O..Ocratlc COUDtr.r of ours we baTe tOUDd tbat this 
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spirit t hrives in company with another principle -- the 

principles of soci al Jus tice -- and that princi ple i s Just 8 

si.mple rule or action 8S between ao.n and man. 

I want to give point to what I have to say about tha t 

principle by some incidents and s i tuati ons that have come 

to my attention in public life. I might choose these incidents 

from those which you may associate as all imp9rtant in 

connection with the Treasury, such as its monetary policy, 

or budget making, or maJor governaental financing, but I 

shall omit all of these importa.nt as they are, and talk to 

you today of cert ain things, which I believe to be more 

fundamental, and more vital than even the moat perfect •onctary 

machinery, because they deal with human beings, with our every 

day life, our every day conduct, and therefor have a dir ect 

bearing in our attitude toward our govern.ent. 

I am going to t ulk to you about law enforcement, with 

which the Treasury has DIUch to do in connection with its dUty 

of collecting the r evenue due to the government. In that 

work we have to deal both with tboae who don' t want to pay 

and • i th thE' area ter DUJaber who pay willingly. If there were 

8 general conspiracy not to pay, then our Job would be hope­

l ess , But fortunately •oat people have a t~ underatandine 

or the fact that 1overnaent in tbia deaocratic country ia 

a partnerahip and they pay what ia due to their fellow 

citl&ena aa a dut:r and even a pr1v1le&e of citizenship. 

- ~ -
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They do it with pride -- and you sboul d r emember t hat they are 

ln t he overwhelming maJority, Othe r s seek ways t o evade 

paying -- to chea t t heir government und t hei r nei ghbors . 

or this gr oup of t r oublemakers there ar e t wo c l asses --

t hose •ho a r e in the upper world and think themselves ~orthy 

of r Lspect, and those who a r e in t he underworld and don' t ca r e 

~hether t hey ar e r espectable or not. I say t hey are t he 

gangster s of both t he upper and the l owLr ~orld. 

For inst ance& A man emerges from t he obsuuri ty of be ing 

a pet ty crook handy at a l l forms ot compar atively sate crime 

to be the bos s gangster of a co-mtty, a f airly bi g coMUnity 

i n our country. Be enJoys the fame of being an overlord 

of crime and vice and illegal trade and he 11111kes an incOtDe 

t ha t probably no man in lawtul bus i ness in hi s city can 

SI!Ud. He i s frankly of the underv.·orld, but what of the 

~Pnk~rs who handle hi a ndoughn, as he calls i t ? &ba t of t be 

lawyer who knows Just what be i s doi ng and yet Rfrontsn f or 

him, hel ps ha to dodge the law and cbea t prosecution? \',ha t 

or the politici ans who st3nd by and l e t h im operat e? And 

fir.a l ly, when a Treaaury en!or ceaent unit does ~hat l ocal 

authori t i es have ncit been able to do and indicts hi• t or 

a Federal peni tentiary of f ense evadi ng his i nco• e t axea 

i•hnt oft the ln.t'luential, r espectabl e ci t i zen r.ho co•s down 

to Washi~ton with a .. ssage ttat the cangster i s really quite 

a f ine upst anding fellow who .. , have done ~ little technica l 

- 4 -
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wrong but ought to be let down eas;r' 

Or let us take anotber case. the case or tbe .anager of 

8 big industrial plant v.bo di d a favor t-:Jr 8 group of aen 

s6cking a location tor a busines and a favor also to the co rpora­

t i on which bad an idle plant to be r ented. He introduced 

these busines s men to the banker -it h whom they deposited a 

large S\1!11 of money and to the agent or the idle f actory. Be 

di d thi s same courteous service t wice in t wo different 

communities for this particular group of bus i ness men. Di d he 

know that their business was meking a lcohol on a l arge scale 

illegally? He said he didn't when our alcohol tax man caught 

up wi th him. 

And again. there seems a diff e rence ot opinion about wbat 

is f ai r and right when one f1nds the mos t influential people 

i n a community muster 1ng every power to aave troa punidhment 

a phys i cian who t or years has gathered s very large 1ncoae 

by di spenslng narco t i cs illegally to addicts. It is that 

sor t of case that gives one r eal d i stress to co~templa te. 

Then there are t hose ~ho shat·pen their pencils and use 

t r i ck devices to understate their i nco111e with the hope that 

they can llllpose on Treasury accountants and that at the 

l'or st aft£· r long delay they ca.n obta1n a coapr ollliae that 

till ~an a clear gain to them -- at the expense of their 

fel l ow tax-payer s. And there are those who advise thea to do 

these things. 

This is the dark aide of the ~icture . But tor every one 

or those there are thouaaoda who acorn such tricka. who have 

a law of collduct -- the aiaple law that r1pt 1a rlght and that 
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black i a not \\hi t o . 

Our f orm of gover nsent i s one that r equires the cooper a­

t i on of citizens. I t is not a t yranny. I t i s no t a di cta t or ­

ship . So lo~ as we co-operate 1n carr~~ng out the laws 

•hich hones t ly seek to fUrnish r evenue t o our government, we 

help to uphol d our democr acy. 1\hen we aeok to cheat and 

null i fy and evade, and he l p others to evade, even t hough 

they do not c0111e int o open conflict with the l aw, we a r e 

in truth undermining the aa1n f oundat i ons of our govorn.ent. 

~ben I enter ed on the duti es ot my present position 

thor o was a notable i nco• e t ax inves t i ga t i on banging fire . 

The men of the Bur eau of Internal Revenue because or the 

i mpl i ca t i ons or thi s case wanted aut horitative wor d about 

• hat t o do. I l ear ned of t he i r di l e mna and sent f or sa.e of 

them. I di dn ' t dis cuss the detai l s of this part i cul a r case 

wi th thea a t all . I s t.ply saidt wLe t •s get this mat t e r ot 

policy s traight and it will save us all a l ot of trouble. 

Ii' ther e i s a case ot law-breaking to be made agai nst a man, 

mkke i t . It ther e i s a tax t o be collected, col lect it.w 

I didn't need to apart any special instructions about 

thi s case, nor did I need t o get any. It i s better t o have 

one rule tor all cases, and I had that rule. Five ~ars ot 

association 1n public lite with P'ranklin D. RooseYelt had 

given 88 daily aasarance that aa l ong aa I abided by that 

rule I would al.nya bedllpportecl. !be rule la daply that the 

- 8-
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law is to be obeyed aDd that 1ntluence doesn't count. I can 

direct the work of 50,000 Onited St ates Treasury eaplo,.ea 

with the aaae confidence in the in•iolability of that rule 

as in New York State I assured UIO eaae protectors that 

they needn't hesitate to arrest a politician who be~ shot 

a deer out of season. It is as siaple as that . 

I t is 1D essence the s imple rule that black i s black 

and "hite 1s vhlte. It h the rule ot talr dealing by tlhich 

all honorable business is conducted . It i s the rule 

not to ts.ke ad•antage of the weak nor gi•e s peci&l fa•ors 

to the str ong. There i s no aonopoly of it, no unique •irtue 

that one can claim for practicing it. But it is a coafortable 

rule to follow. It aaoothes out difficulties and aakes 

and makes many toncled pr oblems staple. It is the essential 

principle of which I ha•e spoken, without which we cannot hs•e 

coed governaent 1n a deaocrscy. This rule has consequences, 

a corollary, I thllllt you would call it, which 1a expreaae4 

in the two words, •social Justice•. 

One is untorti&Dite if he hasn't leat·ned it early. I 

began to discern 1t as a boy when I sut in a corner of ~ 

fa ther's office &Dd aaw it appear in business discuaaiona. 

~en, years later, I aaw bia laboring to protect the A~n1ans 

f ro• ann1btlation, it was but the saae rule 1n practice 1n 

a laraer field. You, each one of yoa, could furnish your 

own recollttctiona &Dd inatanoea of it. I" spite ot oocaalonal 

exceptlona and nolat1oaa ncb aa I haYe aote4, it ia a rale 

that 11 a pan of Ute -.r1can apirit aDd character. 

- 1 -
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It is so much so that it is a password to a great brother­

hood . \';hen I Yoi ced i t to the men of the i ntelligence unit 

t heir faces l i t ~i th Joy, and that ~•• a t onic t o ae. 

The pleaau.re that I ge t out of my pr esent office i s due 

chiefly to the fact that the men and •omen who serve their 

government, who serYe you, serve well and with enthuai aaa 

for doing a good Job. There i s nothinc wrong with the mor a le 

of coYernaent workers. Any p~iYate company ~ould be proud 

and happy to be served as fa1th1'ully as your goYernaeDt i a 

served . 

There are plenty or probleaa of government still to be 

solved. l'le a r e going to leave aany of thea to you boys who 

have been graduated today, and there will be others left for 

future graduating claaaes. But thi s I believe to be true; 

that there was never a tt.e when so aany able men and wo .. n 

were willing to give their s er vices so freely to their 

gove rnment for i ts good rather than their own: neve r a t ime 

when the problema of goYernment commonded such self-sacri fic­

ing labor as today. 

You boys who haYe been graduated today will soon be 

aorklng ~ulder to sboulder with ua, you will often be 

f orging ahead of ua, giYing ua of your strength, your character, 

tour ambition. That I belieYe 1a ao .. thing to give us 

r enewed courqe aDd reDewed faith tUt our f ora of de-•at1c 

goTera..Dt will aDd ... t prosper. 
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llote 1 

Mr. crowll. "'"'"' th1a 1• taw 

2d dra!t ot the Deafiel4 Bplloh. 

llcH 

June 26th 
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I aa hapP7 to have the opportunity to apeak to the people 

of this ol.d Allerican coiiiiiWlit:y tonight and to ~~78 'lbo have 

' . been living and growing here 1o bod¥ and ai.od.f'I< It u:r be of 

paaai.og i.oterest to you to lcnow that I have not before spoken in 

the presence of a seeing and beari.og audience ai.oce J beve been 

Secreter:y of the Treaaur:y. That f nct at least tells you that I 

am glad to be here . 

I 
\ 

I aa goi.og ~apeak ut 'lbat I regard s• first easen-

),. tial of good gove~~ a De cratic country. t that easen-

'· 1a I bope will appear p~~-,.. 11 so~~e ineiden a 1o the 

lite of a public official that I ~ tell you. 

' c 

Aa I have passed among these hills and valle:ya that you 

know eo well and that have co80 to be another home for rq two 

bo:ya who have been here 1o thi.s fiDe school , I have thought -

u all ot you liiWit often have thought - of the events that have 

occurred here 1o a dozen generations. I have tried to picture 

the kinde of people 'lbo have lived here and of how the:y h!lve 

acted toward each other. I bave tried to picture their ideas of 

'- huun cooperation and ot aove~t. 

Of one th1og I feel sure; that tha;rii&ve advanced and have 

proepered 1o a real MDee to the deer-e that the:y have obaerved 

that pri.oci~ govern.MIIt ~ which I wut to epealt. Each 

gen.erat1on hal aeen a different worl.d froa that of the generation 

that preceded it. '!be difference baa not been eo .uch 1o the 

phJaioal c~~u&e• that have talteD place. You have not bad 8UIT 

r( 
I '.,~ 

Regraded Unclassified 



- 2-

or rlolent chanps ot that kind here. But these are not tlw 

important changes 1Ul1Where. Buildinga, railroads, bipw;ye, 

dame - all of these things are not so eignUicant u the 

progress of knowledge i.D 8811 18 ainda. It ill that wbich f'lmda­

eente.l.l.T aakea the dUterence between one generation and another -

the significant di.tferenca which creates the character or ~ ca­

cirlllzation. 

Do you remember llark r-in's interest ing fantasy of the 

Connecticut Yankee mechanic who was translated back to the time 

of K.ing Arthur in !hgland and how the knowledge he bore w1 til h.1a 

or the ID8chanJ.Cal proceeees of our late ni.oeteanth century waa 

sufficient to build a IIOdern co.unit;r in ancient !hgland - ann 

to cannons and rapid-firing guns. The prccaaa llligbt be worked 

the other way. One could picture the people of a priaitive 

ci rlllzation placed in the aurroundinga of today, lli thout i.a­

atructors tr.. 01:.r age t.My couldn ' t tum a wheel or our iDduatr;r 

or IIBke any or the producte w regard u e .. ential to our lirlng, 

The .f'act.oriaa and tall bu.il.dinga -ud cruable and the whMl a 

would rust and de cay while the population wnt beck to the bow and 

arrow bunting and crude qriculture to which tba;r bad bean 

educated. • o-.-;. .. ~> 

We have to tit JOU!Ii- and - today for a prat~ 
~ 

coaplicated ~ ot lirlng. 'l'hey have to acquin - or the 
lrfl-

aaaanoe of what it took azJ7 agee to diecoftr. 'lha:r ba" to aoq'llire 
O""./ 

it bacauaa 1t 1e their aducatian that will deteraine the obaraoter 
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(;> v--/ b ... .r 

of the oi'rilization of their particul&r Allerica - their par ticul&r 
...r... 

world. The factories and tall buildings they inherit will not 

deteraine it. 

~ 
But there ia an eaaence of progre .. that ia a thread running 

through all generations, It is in the eoeru and the curioait7 
2. 

and the will to learn new things . -1we he.ve found in this de.ooratic 

country that this spirit thrives beside and in company with another 

principle - the principle of justice. And that principle 1e juat 

a simple nU. of action aa between un and ~~an, 

I want to give point to what I have to say about that princi-

ple by so• incidents and situations that have COM to rq attention 
'3. 

1n public life, ]dou IIIIIT think it strange that I do not choose 

these fro.a aaong matters or really great CIOMDt, They be.Ye nothing 

to do with IDODetarT policy and little to do with the budget or 

ll&jor governaent financing. But I th1nJc thea even .ore 'rita! than 

Treasury baa ~mch ~o do 1n connection with ita duty or collecting 

the reV111lua due to the gove~t. In that work w have to deal 

both with thoH llho don't IIUlt to pay and with the greater uuaber 

'r".J.-
'IIho pay w! lHn&]y. It there - a gmeral conapireCT not to pay, 

then our job~ be bopela••· l!ut fortunat.lT .oat people baft 

a true underateM1ng of the t act that gon~t 1n tbia d--.tio 

OOUDtr)' 1a a partaerabip and tba7 pay llhat b d11e to their fellow 
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citizens ae a dut7 &nd even a privilege of citiaenehip. Tbe7 do 

it with pride - &nd )'OU should raMlllber that ther are in the 

over-..helming u.JoritT• Others seek ~ to evade paying - to cheat 

~~ their govern.ent &nd their neighbors. Ot this group ot trouble­

aakers there are t'ii'O classes - those who are in the upper world &nd 

think t.heuel vee worthy or respect , &nd those who are in the Wlder­

I'IOrld and don't care whether they are reapocteble or not. 

\ 

course , ..tlen a liiWl doesn ' t care he iJin' t raspecte_ b_le_._ +--1-

want. respect. are not always respectable in 

either. 

For instance& A liiWl e~~ergee .frota the obscurity- ot beinc 

a pstt7 crook h&ndT a t. all forms ot colllparat.ively- sate cri .. to be 

the boss gangster or a collllllWlitT, a fairly big COIIIIIW!itr in our 

coWttr,.. He enJOTS the faae of being &n overlord of crille and vice 
ev.-.ct. "-v ~ 

and illegal trade ee 33 ''0? an incOM that. pro~ly no 111J11 in 
CQ.A- kh. ,. 1'v-~'T~ 

lawful business in hie Cit.T equaJ.4 a.,i44u 11 or the underworld , 

but what of the bankers who h&ndle hie "dough• , ae he calla it? 

What of the la'lfT8r who la:lowa just ·•hat he ill doing and y-et "fronte• 

for hilll, helpe hila to dodge the law &nd cheat prosecution? What 

of the politicians who stand b7 and lat. hill operate? ADd fi.n&llT, 

when a Trea&urT an£orceMnt unit does what local. authorities heve 

not. been able to do &nd indicte hill tor a Federal penitentiSl')' 

offense - ending hie incou texeiS - 'lltlat ot the influential , 

reapect.abla citben lllbo co•• dom to llaahingtoo with a u aaaca 
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that the gangster 1a re&ll.T quite a fine upstanding fellow who 

lilly have done a 11 t tle technical wrong but ought to be let doe 

Or let WI take the c:&Se of the ~~~~n&ger of a big indua trial 

" plant who did a favor tor a group ot ..a ... king a location tor a 

bv.sinees and a favor also to the corporation which had an idle 

plant to be reoted. He introduced these busineas 1llell to the 

banker with whoa they deposited a large s\llll ot 1110ney and to the 

agent of the idle factory. Be did th.ia s&IIB courteoua service 

twice in two different co~ties tor this particular group ot 

business 11181l. Did he know that their buaineaa as Mldng alcohol 

on a large scale illegally? Be seid be didn't when our alcohol 

tax man caught up with bia. 

\ ~~-·~ ... 
' ,,,\. "-'\ There seeaa a difference of opinion about .mat ia fair and 

right .men one finds the Jll08t influantial people in a c~mit)" 

ZU~tering every power to save troc puniahMnt a iJb7aician who tor 

)'e&rS has ga t.hered a very large incolll8 by dispensing narcotiC" a 't1,....,.-
1llegally to addicts. It 1a t.IIP sort of case that gives one real 

distress to conteaplate. 

Then there are those who abarpen their peocil.a and uae 

trick derlces to understete their i:l::oee with the hope that the;r 

can iapoae on Treuury accountants and that at the wor st attar 

long delay the;r can obtain a coaproaiae that will •an a clear 

gain to thea - at the expenae of their fellow taxpa;rera. And 

there are those 'ldlo adrlae thea to do theae things. 

Regraded Unclassified 



But tor every one of these there are thOUMnds wbo scom 

such tricks, who have a law of conduct - the simp1e law that 

right is right and that black ia not white, end £gn •bei rea eon 

don •-t-he.¥rt0 bOther tbeit Mads 460o t t hi Iiw8 thltt aead men 

eal about subversive infl uences in our 

peril to our form of govem­

Our fora of govemJIIellt is one that requires the cooperation 

of citizens. It is not a t;yr8J'll'l7. Are not t.h sa tiho rei'wse co-

to evcde w1 thout coming in to open conflict w1 th e law rea.l.ly 

attacking the lll8.in pillars of our government? thaT not doing 

a good deal to promote t;yrann7 aa an e.lternativ 

goverru~en t? 

llhen I entered on the duties of .., present position there 

as a notable inco11e tax investigation hanging fire. The ..., ot 

the Bureau of Internal Revenue because of the i.splicationa of 

thia case WWlted authoritative word about what to do. I learned 

or their dila- and ·~U~ some of thea. I didn't diacuu 
bo-.,'1' \ 

the details of thib case with thea at all. I simplJ' said a •Let' s 

get this ae.tter of polic7 straigjlt and it will aave ua all a lot 

of trouble. I t there is a caaa of la-bN&ldng to to<: ll8de against 

a MD, aa1ce it. U tbal"' u a tax to be colact.ed, collect it. • 
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I didll' t need t.o U.pert any apecial inatructicna about 

this cal081 ncr did I need to get OZJ¥• It is better to have ooa rule 

tor all cues, and I had that rule. Five :v-ra ot aaaoeiatioo in 

public llte with Franklln D. BoosoYelt had giftll • d41l.7 aaauranca 

that as lo.ng a.s I abided b7 that rule I would al•:rs be supported. 

The rule ie silllply that the lsw is to be obeyed and that intl u•nce 

doesn't count. I can direct the work of 50,000 United Ststee 

Tret>SUrY employeo11 with the same cont'idlnee in the inviolsbillty 
I S" O 

of thot ruls aa in !lew Iork State I usured a-g1101e protsctor.sth4t 

~~}edn' t hesitate to arrest a polltician ttbo bad shot a dl.r 

out of season. ~~ 1b G-~ .,,_.._pt, ... ~~. 

It ia 1n eseance the ailllple rule that black is black and 
<111 

white is white. It ia the rule of f air dealing by which honorable 

business is conducted. It is the rule not to take advantage of 

the weak nor give 11pecial favors to the atrm.e. 'lbere ia no 801lopoly 

of it, no unique virtue that cae can claUI for practicing it. But 

it is a comfortable rule to follow. It 11100tbea out difficulties 

and JD&kes any tangled problema saple. It is the essential 

principle of which I ban 11polcan, without which w cannot have 

good gonrnMIIt in a deii0Cl'&C7· This rule baa cooeequeneea, a 

corollary, I think 7011 would call 1 t, wbicb ia axpreaaed in the 

two words • aocial Juatica. • 

One ia UDtortUD&te i.f ba baaD' t learned it early. I begaD 

to discern it u a boy when I sat 1D a com er of rq f ather '• of fice 

Regraded Unclassified 



- 8-

and saw it appear in buaineaa diacuuiona. When , 711ara l&tar , 

I uw hila lAboring to protect the Armenians tr011 8DD1h1lation, it 

~ 
ae but the - rule in practice in a larger field . You, each of 

70\11 could f'urniab 70ur own recollectioruJ and inetancee o( it. In 

spite of oceasional excepti ons and violations 8UCh aa I have noted 

it is a rule that ie a part of the American spirit and character. 

It is eo much eo that it ia a password to a great brother­

hood. l'!ben I voiced it to the men of the intelligence unit their 

faces lit with jo7, and tlu.:t wae a tonic to a. 

In spite of such instances ae I have cited, I ..., able to 
• 

turn aft7 om the dark aide of the picture to the bright face of 11 
'1?1- lo:.- f/l .. f- I ?•t- 11 v. r ~ r::-7 A ~....J itt• ' t 

ev a . I~ plaaaur · aa 

1'1911 " soM worr1 ea end rq ,a:esaura i e due chiefly" to the f act 

that the men and women who serve their government, mo serve 7ou, 

,.,.... r M • 'on aorve 11ell and with enthueiaam for d.oing a 

good job. Thera i.a nothing wrong with the 110ral.e o:: govern~~ent 
,.,~ 

An7 emplor cr would be proud and bapw to be SErved aa workers . 

fnithi'ully as your government is served. 
..s(.ll 

There are plentr of probleu of govemJICllt to be solved. 

We are going to leave 118D7 of thea to ;;/,..~711 wbo have been 1 .J 

tb -i ..._ ~· 4<o.,. "-,. 
graduated tod.aT, and there will be others left for- ch1 1 1 o ) 

But this I bell .... a to be true; that there ae nenr a tiM wben 

ao un;r able men and women were willing to give their services ao 

freely" to their governaent for ita good rather than their om 1 
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nenr a till8 wheo the probleu of goverDMnt collliii6Dded such aelt-

eacrificing labor ae tod&7.\'\ And I th there wae never a t1 .. 

wheo the eeeeot1al rule of good gove=-4 

baa been so widel)' understood aod euppor 

of viol.ationa of tt but the deaand that i 

oppl.ied, aod the willingness of aoen 

oi'faira , grow stronger dail)-. 

tha have diecuned 

There are T&t plentr 

it in their OIC 

That, I believe, 111 eomething to give ua courage aod new 

f aith in government. 
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I am .!!!.EPY to have the opportunity to speak to 

the people or this old American community tonight and 

particularly to you boys who have been l1v1.ng and 

growing here in body and mind. And I should like to 

add that since I have been 1n the Treasury this is the 

tirst t ime I have spoken except over the radio, ao th4t -
raot at least tells you how much I wanted to come here - ---... 
and how glad I am to be with you. -

As I have passed among these hills and valleys 

that you know so well and that have come to be another 

home tor my two boys who have been here in this t ine 

achool, I have thOU6ht -- aa all or you ~mst ott en 

have t hought - ot the evente that have occurred here 

1D a dozen generations . I have tried to picture the 

kinde or people who have lived here and or how they 

bave aoted toward each other. I have tried to picture 
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their ideae or mowen cooperation and or goYeraaant. 

Bach generation baa seen a dlrterent world rraa 

that or the generation that preceded it. The dlrterenoe 

baa not been so muob in the physical changes that haYe 

taken place. You have not had many or Yiolent ohangee -
ot that klnd here. But these are not the important 

-
BuUd ings , railroads , bigbnys, d ... 

-- all or these t hi ngs are not so a1gn1f 1oant as tbe 

progr ess or knowledge i n .. n• s minds . It la that which -
fundamentally makes tbe dtrrerences bet .. en one generation 

and another -- the a1gn1r1cant dlrrerence which createe 

the character or a clvU1zat1on. 

I am auze you remember Mark ~in's intereattac 

tantaey ot the Connecticut Yankee .. ohanlc Who wae 

tranelated back to the time or ~g ~bur in KD&laDI 

prooeeeea ot our lata nlnateentb oentazr ... .uttlol..S 
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to build a modern oo-.mity in ancient ID.gland --

e~en to cannons and rapid- tiring guns. The process -
sight be •orked t he other way. One could picture the 

people ot a primitive civilization placed in the sur-
, . 
r , 
' 
II 

roundings ot today. Without instructors r roa our age 

they couldn' t turn a •heel or our i ndus try or malte ..!Y... 
. ' 

ot the products •e regard as essential !? our living. 

The factories and tall buildings would crumble and the 

" I • heels would rust and decay • nile the population went -
baclt to the bow and arrow bunting and crude agri oulture 
~ 

to •hich they had been educated. 

We have to t it oursel~es t oday tor a pretty com-

plioated .. Y ot living. We ba~e to acquire some ot the 

esaenoe ot what it toolt many ages to diacover. We have 

to acquire it because 1 t 18 our eduoa!j.Qn that Will 

deterallle \he obarauer ot \he olv111aUon ot OG1" 
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particular America - our particular world. 'l'be 

rectorie s and tall buildings we inherit will not deter-

mine it. 

ll.lt there is an essence or progress that is a 

thread ~'""'OS through all generations . It is in the -
energy and the curiosity and the will to learn new 

-
thinss. It has as its basis straight th1.nking and 

absolute intellectual integrity. In this Democratic 

country ot ours we have toand that t his spirit thrives 

i n company with another principle -- the principles 

or social Justice -- and that principle ia Just a aiaple -
rule or action aa between aan and .an. - -

I want to give point to what I have to aay about 

that principle by some incidents and situations that 

have oo.e to ay attention in public ltre. 

oboo~ these 1no14enta troa those wbioh you aay aaao-
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oiate as .all important in connection with the Treaaary, 

auoh as its monetary policy, or budget making, or ~r 

gonrnmental financing. ~ I shall ~ all or these, 

important as they are, and talk to you today or oerta1D 

things which I believe to be more fundamental, and more 

vital than even the most perteot monetary machinery. -
They are more vital and fundamental because they deal 

with human beings , with our every day life , our every --- --
day Jonduot; and have a direct bearing on our attitude 

toward our government, 

I am going to talk to you about law enforcement, 

with which the Treasury bas much to do in connection 

With its 4utX ot collecting the revenue due to the 

goveruaent. In tbat work we have to deal both with 

those who don't want to pay ..a With the greater m•ber -
Wllo pay wUlingly. U there were a general oonap1raoy 
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~ to pay, then our Job would be hopaleea. BUt (or-

tunntely moat people have a true understanding or the 

tact that government in this eountry ts a partnerahi' 

and they pay • hat is due to their fellow citizens as a 

duty and even a privilege or citizenship. They do tt - -
with pride -- and you should remember that they are in -
the overwhelming majority. Others seek ways to evade 

paying -- to cheat their government and their neighbors. 

or t his group or troublemakers there are two class•• --

those who are in the upper • orld and think t hemaelvee -
worthy ~r respect , and those •ho are in the underworld -
and don't care whether they are respecta~le or not. I 

aay they are the gangsters or ~ the u_pper and the 
-.....;; --
lower world. 

lor instance: A man ~rges rrom the obsouritr 

or beiug a ~UI orook handy at all rorme or oomperaUvely 
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aare crt.. to be the boas gangster or a community. a 

fairly big c011111unU y in our eountry. Be en~oya the 

tame or being an overlord of crtme and vice and illegal 

trade and he makes an income that probably no man 1n 

lawtul business in his city can aqua~. He is rrankll 

or the untlerworld • but whet of the bankers who h andle -
his "dough"• as he calls it? What or the lawyer who 

knows Just what he is doing and yet "fronts" tor him. - -
helps him to dodge the lew and cheat prosecution? What -- - - -
or the politicians who stand by and let ~operate? 

And finally. When a Treasury enrorce .. nt unit does what 

local authorit ies have not ~een able to do and indicts 

hta for a Federal penitentiary offense -- evading his 

inoo.a t.u.s -- what or the influential. respectable 

citizen who comes down to Washington with a message that --
the gangster is really quite a tine upstanding fellow 

who .. y have done a little teohnioal ~ but ought - ~ 
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to be let down easy? 

Or let ua take another case, the case or the 

manager or a big industrial plant who did a ravor tor 

a group or Ben seeking a location ror a business and a 

favor also to the corporation which had an idle plant 

to be r ented. He introduced these business men to the 
-----

banker with whom they deposited a large sum or money and 

to t he sgent of the idle factory. He did this same 
--------

courteous service twice in two different communities ror 

' this particular group or business men. Did he know that 

their business was making alcohol on a large scale 11-
------. 

caught up with hia. 

And again , there ..... a dirrerence or opin1oa 

--------
about what ia fair and right when one rinds the .oat ........ 
inrluential people in a ooa.unity mustering every power 
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to save trom punishment a physician who tor years baa -
gathered a very large income by diepensing narcotics 

illegally to addicts. It is that sort or case that 

fills me with disgust and wrath. 

Then there are those who sharpen their pencila 

and use trick devices to understate their income with 

the hope that they can impose on Treasury accountants 

and that at the worst after long delay they can obtain 

a compromise that will mean a clear gain to them -- at 

the expense or their fellow taxpayers. And there are 

those who advise them to do these t hings . 
~ 

This is the dark side or the picture. But tor -
every one or these there are tbouaande who scorn such 

tricks. who haY6 a law or conduct -- the simple law that 

~t ls right and that black 1e n~ white. 

Our torm ot government ia one that require~ the - -
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cooperation or cltiaena. It is Q2t a tJTanny. It ia 

not a dictatorsnlp. - SO long as we cooperate in carry-

ing out tne laws wnich honestly seek to furnish revenue -
to our government , we help to uphold our demoorac_r. -
When we seek to cheat and nullity and evade, and help -
others to evade, even though they do not come tnto open --
conflict with the law, we are in truth undermining the 

mAin foundations or our government. 

When I entered on the duties or my present position 

there was a notable income tax investigation hanging tire • 

. 
The men or the Bureau or Internal Revenue because ot the 

1mpl1oationa or this oase wanted authoritative word 

"-' what to do. I learned or their .411- and sSDt 

tor sa.. or th... I didn't discuss the detaila or thl• 

particular case with them at all. I atmply sald: "Let'• 

get this •tt•r or pol1oy straight and 1t will ana ua 
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all a lot or trouble. It there is a case or law-break1nc 

to be made against a man, aake it. It there is a tax 

to be collected, collect it. Let the chips tall where 
-=-

they may." 

I didn't need to impart any special instructions 

about this case, nor did I need to get any. It i s better 

to have one rule tor all cases, and I had that rule. -
Twenty years or association with Yrankl1n o. Roosevelt 

had given ma daily assurance that as long as I abided by 

that rule I would always be supported. The rule 1e 

eimplf that the law i s to be obeyed and that influence 

doesn't count. I can direct the work or 50 , 000 UD1ted 

State~~Mployees 

the hw or that 

with the sa.a confidence in -
rul e ae in New York State while 

eening as Coneenat1on co-1es1oner W14er Go•ernor 

Rooaevalt , I aee~~red 150 8 ... protectors that they naac!n't 
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hesitate to arrest a prominent politician who had shot 

a deer out ot season. rt ls as simple as that . 

It is in essence the simple rule that bleok is -
blaok and white is white. It 1a the ~ ot fair deal1ns 

by which all honorable business ia conducted . It is the 

rule not to take advantage or the weak nor give special -
favors to the strong. There is no monopoly ot it, no -/ 
unique virtue that one can claim tor practicing it. But 

it is a comfortable rule 'o follow. It amoothes out 

difficulties and makes many tansled problems staple. 

It is the essential principle or which I h~ve spoken, 

without which we cannot have good government in a 

de110oraoy. Thie rule has consequences • a corollary, I 

think you would call i,, wb1oh is expressed 1D 'he two 

worda , •social Justice". 

One 11 unfortunate if be ba•n't learned it early 
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In lite. I began to discern it as a boy when I sat 

in a corner or my rather's office and saw i t appear 

in business discussions . When, years later, I saw hia 

laboring to protect the Armenians from~ 
. A 

it was but the s ame rule in practice in a l arger field. 

"ieelo, { ach one or you, could furnish your own recollec--
tions and instances or i t . In spite or occasional 

exceptions and violations such as I have noted, it is 

a rule that is a part or the Ameri can spirit and oharaoter. - -
It is so much eo that it ia a password to a great . 

brotherhood. Wben I vo i ced it to the men of t he Internal 

Revenue Intelligenoe Unit their races lit with joy, and -
that was a tonic to ae. 

'!'he pleasure that I get out or my preee.nt otr1oe 

is due chiefly t o tbe raot that the men and women who 

serve their government, WbQ aerve JOQ , serve well and -
aith enthua1 ... tor doing a fOod Job. '!'here 1a llOthtna ' 

' 
• 

f ': 
I . 

·~ 

' 
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wrong 1f1 th the morale or goTerDMnt workers. An:r 

private company would be ~ and happ;r to be sene4 

ss raithtull:r as your government is served . 

There are plenty or problems or government still 

to be solved. We are going to leave many or them to you -
boys who have been graduated t oday, and t here will be -
plenty or others ~t ror future graduating classes. 

But this I believe to be true; that there was neTer a -
time when so many able men and women were willing to g1Te -
their services so rreely to their government ror ~ 

good rather than their own; neTer a time when the prob-

l ema or government commanded such selt- saoririotng 

labor as today. 

You boys who baTe been graduated today will soon 

be working shoulder to shoulder with us, you will orten 

be rorg1ng ahead o r ua, g1rtng us or your strengCh, JoaJ' 

obaraoter, JOIU" .abittcm. 'l'bat I beUen 1s e~M.~ -
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to g1'18 ua :renewe4 oCN:rege u4 renewet taU!!. that 0111r - -
rorm or 4emoorat1c government will u4 moat prosper. - -

--ooOOOoo--

I 
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:rouowint; h the text of an add.roae by Benr7 
Morgenthau, J r ., Secretary of tho Treenury• 
to be delivered nt noorfiold , MBaa., Wedne•da)', 
~ 5, in connection with the graduation 

orc{eeo of Deerfield Aca~. It is for 
rel~oe upon delivery whic~ io aet Cor~ PoX. 

I om happy to have tho opportunity to a peek to 

the people of thia old .lmorican cCIIIIIUnity tonight and 

:pe.::-ticule.rly to you boys who have been 11 ving and 

growint; hero in body and mind. And I should like to 

add that since I have been in the Treasury this is the 

first ~ime I bl>vo spoken except ovor the radio, so that 

fact at loact tolls you how much. I wanted to cooe here 

and ~ow glad I am to be with you. 

J.s I havo :passed among theoe hillo nnd valleys 

thll.t you !mow oo v1ell and that have coroo to be another 

home for rf1J' two boys who have been here in this fine 

ac:hool 0 I han thO\l(;ht - as all of yvu tiWit often 

have thought - of tho events that have occurred here 

in a dozen generations. 1 have tried to.picturo !he 

kinds of people whO ha _, lived hero and of howthoy 

haTe nctod towcu:d each other. I hnvo tried to picturo 

their i"-- of h1allon cooperatiO'l and of. government. 

•ch &eneration has sean a difforont world from 

that ot the generation that preceded it. 1'he difforonce 

has not been so much 1n t he physical c:hll.naes that have 

tabm plaoeo You have not had IIB!lY or -violent eban&ee 

of that ld.nd haro0 But theeo are not the JJII>Ort&nt 

~· &Z~JWMreo :BuildiDga, ranraw., hi~, daM 
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- nll of those thiJ!GS nro not oo nignificant tus tho 

pror,rono of knO!fledt;o in men ' • minds. It h that which 

tundnmentnlly makes tho difforoncoa botwo~n one genorntinn 

and anothor -- tho nignificant difforonco which crontoa 

tho character of a civilization. 

I am sure you romembor Mark Twnin lo intoror.ting 

fantasy of the Cor~octicut Yankee moc~nio wbo was 

tronclatod back to tho time of Xing Arthur in EnGland 

nnd hO!f tho knO!flodgo he bnro with him of tho mechanical • 

procoanes of our late ninotoonth century nas sufficient 

to build " modorn ccmmruni t:r in ancient llntlland -

ovon to cannons and rapicj...firln~ CUJIO• Tho proce"s 

might bo workou tho othor way. Ono could picture tho 

pooplo of a primitive civilization placed in tho n~ 

roundinss of today. Without inatructoro from our 3g0 

thoy co-.lldn It turn a whool of llUr induotry or make ·SW" 

o! tho products .,.e reprd no oaeontial to anr living. 

The factories and tnll buildin&& would .crucblo and ~o 

whoolo would rust and<BCD.Y whilo tho population wont 

'Malt to tho bow and ttrrow huntiM o.nd crudn agriculturn 

to which they had boon educated. 

Wo hnvo to fit ournolvoo todAY for n pretty com­

plicntod Yro.Y of Uvil1£• Wo rove to ncquiro n0010 of the 

oosonco of ~t it t~Ok many Q600 to dincover. We hnvo 

to acquire it bccnu.se it 1a VUl' education that wi ll 

dotermino the character of tho civilisation of our 

]XU'tlcular America - our pe.rUcul&r world. The 
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!actorios and tall buildi~n 110 inl:orit ,.ul nnt deter--

r.lino it , 

»ut thoro in nn ecaonco of pro~oao tN>t is a 

throall running thrau&h all gonernti ono. n iB in the 

olnorgy and t ho curiosity and tho will to l earn new 

thines• It has ns ita btlnia atroir,ht thinkill6 end 

nbaolute intell ectual integrity. In thi3 Democratic 

country of ours we have found that thio spirit thrives 

in company with another principle -- tho principles 

of social justice - and that principle h juSt a simple 

rule of action as between man and mnn. 

I vnmt to give point to ..mat I have t o oa;y about 

that principle by s~e i ncidonto and aitvatiolns that 

nnvo come to my attention in public lifo, I mignt 

chooae thoao incident• !ran thoao which y•nJ ~ a ss e>­

cil•te as all important in connection w1 th the Treasury, 

IIUCh ns its I!IO!'Iotary pQUcy, or b\ld4Qt l!llldng, or major 

govcnro=ontDl financinG• But I shall ooit all of these , 

iiDJ>Ortant as they aro , and talk to yw. todn.y of certain 

thingo which I believe to be more !undamentDl , a.nd ,.,ore 

vi tal than .won tho moot por!oct munotary nnchinery. 

1'1\oy ru·e more vital and fund.o.montal bocnuae they deal 

with human beings, with our ovary day lifo, uur every 

day conduct; and havo.a diroct be:u·ln4: on our atttttldo 

tO'IInrd ou.r govcrnmont. 
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I am «oing to talk to you about law enforcement, with 

which the Treasury has much to do in connection. with Ita duty 

of collecting the revenue due to the government. In the t work 

we have to deal both with those who don't want to pay and with 

the greater number who pay willingly, If thero were a general 

conspiracy not to pay, then our job would bo hopaless , But 

fortunately moat people have a truo understanding of the fact 

that government in this country is a partnership and they pay 

vbet is due to their fellow citizens aa a duty and even a 

privlle~e of citizenship, They do it w1 th pride - and Y9U 

should remember that they a r e in the overwhelming majority. 

Others seek ways to. evade paying-- t o choat their government 

and their nei~bors. Of this group of troubl emakers there 

are tvo cl,.saea - those \1ho nro in the upper .. orld and think 

themselves worthy of respect , and thoae who are in the under-

world and don't care whether they aro r oopoctable or not, I 

ae,y they aro the gnng&tora of both tho upper and the lower 

world, 

F0 r instance: A men emersea f rom tho obscurity of bei nc 

a petty c rook ht\ncly at all forma of c0111])8Tat1voly safe cr iiDo 

t o bo the boas gangster of a community, a fairly big community 
• 

in our country. Kc onjoya the fame of boing an overlord of crime 

and vice and 1lle~ trade and he makes an income that probably 

no men in lawtul buainesa in his city can equal, Ke il frankly 
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of tho underworld, but uh~t of the bankers ~ho handle his 

1 dQUbh1 , as he cr~la it? What of tho lawyer who knooa Just 

what he is doing And yet "fronts• for him, helps him to dodge 

tho lnw and cheat proaeeutionf What of tho politi cians who 

atand by and let him opcrnte? And finnlly , uhon a Treasury 

enforcement unit doeo what local authorities bnve not been able 

t o do and indicts him f or n 7oderftl peni t entiary off ense -­

evndin& his income tnxon -- whnt Of tho influential , respectable 

citizen t:ho coces do= t o 1'e.shinston t~i th n meatll'_,;:e that the 

songster is r eally qui t e n fine upstending fellow who may havo 

done n little technical wrong but ought to be l et donn onsyf 

Or l ot us tAlco O-"lothor caoo, the coso or the ClllllngCr 

of e. big induotriP.! plant who did n fp.vor for a group of men 

noeking a l ocntion for n buoincsa ~ o favor al'o to the 

corporntion nhich hod an idle plant t o bo rented, Ho intro­

duced thone business men to tho banker with whom they deposited 

o large aum of money n.nd t '> the ogent of the idle factoey. Ho 

did thln sp.mo courtcnus service twice in tiTO different collrnllli­

ties for this pnrtieular group of businou men, Did he kno.r 

tlv\t their business ms 01\king 1\lco!lol on n lnrGO senle il-

l e(ll\llyf 'e nnid ho didn' t tlhen our alcohol tax can caught 

up with him, 
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And ~&nin , there aeema n differ ence of opinion about whnt 

ie fair r.nd ri(;ht uhen one fbda the !'\oat influentinl people in 

8 
comcunity ouatering every power to novo from punishment n 

physici~~ uh~ for yonrs hcs cnthorod a, very l~xgo income by die­

poncin& narcotics illeSDllY t o r.ddict&, It is ths>.t sort of 

coso thnt fills me uith dia~st and wrath, 

Then there nre those wh? ahnrpen thoir pencils and use 

trick doviceo to understate their income nith the hope that 

thoy cr.n icpose on Troe.sury nccountnnta Md t:lt\t 1\t tho worst 

after l onb delay they can obta in o cocpromiae that t"lill moon 

a clonr g~>in t o thee - at tho oxponae of their tello.,. tax­

p:.yors, And there oro those uho ndvioo th9m to do these thing&, 

Tbio is the dark aide of tho picture, But for every one 

of theao t~ore are thou~ds ~~ acorn auch tricks , who have a 

law of conduct - the simple law thnt ri&}l.t is ri.;ht and that 

black ia not uhite, 

Our f oro of t.'Overnoont i s ono that requires the cooperl\tion 

of citizons, It is not 8 tyrAnnY• It ia n~t a dictatorship. So 

long 1\8 ue coopornte in cr.rryini; out t!le lnwa w:Uch honcctly aock 

t o f'llrnioh revenue to our ,;overnment, we help to uphold our deooc­

racy, When we s oek to chont Md nullifY nnd evade, and help 

others t o evade , even tho~ they do not come into open conflict 

with tho lnw, ue :p-e in truth undorm1nifl8 the Min foundation• 

of our governoent. 
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lhen I entered on the duties ot ~present position there wac 

a notable income tax investigation hancing fire. The men ot tho Bureau 

of Internal Revenue because of the implications of this case wnntod au­

thoritative word about what to do. I learned of their dilemne and sent 

for eomo nf them. I didn't discuss the details of this particular caso 

rlth t.he:D at all. I simply said: "Let's get thla matter of policy 

ntraicht and it will save ua all a lo~ of trouble. If there is a case 

of l ar.-breaking to bo made against a ma.n, make it. If there 1a a. tax 

to be collect ed, collect it. Let the chips fall where they e>a¥·" 

I didn't need to impart any special ins tructions a.bout this 

case, nor did I nood to get any. It io better to have one rule for all 

casas, and I had that rule. 'l'wonty yea.rs of association rl th Franlclin 

D. Roooovelt ha.d given me da.ily assurance that as long aa I abided by 

that rulo I would a.lwaya be oupported. The rulo 1e simply that the law 

ia to be obeyed and that influence doesn't count. I ca.n direct the 

work of 50,000 United Stateo Treasury employees with the eame confidence 

in tho inviolahili ty of that rule as in !lew York State while serving 

ao Conservation C<la:miasioner under Governor Rooaovol t, I assured 150 

gamo protectors that they needn ' t hesitate to arrest a prominent 

pol1 tieian who had ahot a doer out of ocaaon. It 1a aa aimpl.e as 

that . 
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It 1s in eaaence the simple rule that black ia 

black and white 1a white. It is the rule of !air dealing 

by which all honorable business 1a conducted. It 1a the rule 

not to take advantage of the weak nor give apecial favors to the 

strong. There ia no monopoly o! it, no unique virtue that one can 

claim for practicing it. But it 1a a comfortable rule to follow. 

It amootha out di!!i culties and makes ~ tangled problema aimple. 

It 1a the esaential principle o! which I have apokan, without which 

we cannot have good goverDDent 1n a democracy. This rule baa 

consequences, a corollary, I think you would call it, which ia 

a.pressod in the two words, •social justice•. 

One 1a un!ortwl.:lte 1f he haen• t learned it early in 11h. 

I began to discern it aa a boy vhen I aat in a corner of 'l1(f !ather' • 

ot!ice and saw it appear in buaineaa diecuaaions. lhen, yean later, 

I eaw him l&borin,s to protect the Ameniana from annihilation, it 

was but the same rule in practice in a larger field . You, each one 

of you, could furnish your own recollections and instances of it. In 

apite of occasional exceptiona and violations auch as I have noted, 

it 1s a rule that h a part of the jmer1C411 apirit and character. 

I t 1a ao aruch ao that it 1a a pauword to a great 

brotherhood. lhen I voiced it to the men of the Internal Bevenue 

Intelligence Unit their !ocea lit with Joy, ond that waa a tonic t o me. 
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Tbe pleawre t hat I pt OU.'- of IV present oftlee b due ehlef}T 

to the fact that the men end women who aern tbdr goTel'!IIMIDt , who 

aerve you, aerve well end with enthuaiaam for doinc a goo4 Job. 

1'bere ia no thine wronc wltb tbe morale of gonrnment worker• . Af13 

prhate company would be proud and hD.ppy to bo eer n d aa faitbtully 

aa your government is aerved. 

'l'bere are plenty of problems of goTerncent atlll to be aol'oed. 

We are going to leave l!l8.ey of them t o you. boye who have been graduated 

toda,y, and tbera will be plenty of others l eft for future g:raduatinc 

claaaes. But tbia I believe to be true: that there was neTer a t ime 

when eo m&n¥ e.ble men and women were willing to give their aervicee 

eo free})' to their government for ita good rather than tbeir own; 

never a time when the problece of government cocmandod aucb aelf­

aacrificing labor as t o4a¥. 

You. boya who have boen graduated toda¥ will eoon be working 

shoulder to &boulder with us, you will often be forging &bead of ""• 

giving us of your etrengtb, your cbD.ro.cter , your ambition. That I 

belieTe is aocething to s\ve us ronowed cour~ and renewed faith 

that our form of democratic governnent will and muat proapor. 

--oooOOOOooo--
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,J 
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I 
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I 
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tzho :r.,llo..il'l{l to.xt of nn nd.lreao b:t Henry llorgentb:•u, J r . 1 

Secretary of the Tren0\11')", before the fax B~an COU!lcil 
1u 'faahillt,"'ton1 D.C. a t 10130 J.. lol. J'ridtly, J une 7 , io f or 
roloo~o upon deli V01'7 • 

I nJJl>recinte the invit:ltion to talco pnrt in th1o discus~io:t of tho 

·r<~'olOJ• of eo:l.flictll'l(; nne: <.verla:pping taxntlon. 

30 

It io an old probloo and not confined to th~ United Staton, but it growo 

nu1·o complicated, moro difficult , =<!. more acuto ••i t l. the :f84l"Bo J.t prenont 

"o !1nd 1t o" n.cuto iu our c<Jimtx-J tilnt it lliUDt bo faced, antl. thA fnct tb:\t 

"e nro bc1;Je. it ml.oe<> thu hope til'\t we alnll uO<Jn be t~ importl>nt etopu 

tv n!ll vo it. 

Tho dep1·essi<1n 'Mo broue;ht this problem into prominence by ir.tpnirin& 

th~ uoua.l O•AU'cea of rovenuo , thuo cmminc our vari0\\8 govornr.umtnl units to 

C'<J!'Oto .,1th each othor fllr nov <Jourees a1·v\ f01' (tl'Mtor ;ricl d frcn tl1o old 

a<lll.·coo. !l!hio CW!petiti >:1 Mt: pr;)du.coo numor.nlll unfortune. ~· rcoul to . ror 

OXI'.t.'Ple , certain statos hnve Uucovered that their tllxo~ ~"''ve bnl>inooo into 

olr~bor~ne r.tateu; othoro h~vo r~vised their ~ lnws priunril y t" nttract 

:.U~lnoos. To.x avanion, in :.11 alitsforma, hna boon incroo.sod b;r tho :ruot 

tb.'\t ••ur ..,_chinery fo1· tho lOV'.tin(\ of tnxeu ia aut of equilibriur.~. 'fo find 

r .. v. atntou impoaine taxou provl.Oilllly l evl.o<! n<Jlol:r by tho i'edeml ;ovornoont , 

cr.t thoroforc lnrtnr to o1et up dupl1cr.1te adr.liniotrative tnchi-'lOTY• !ho 

lodoml. Govel'DIIMmt has uloo tapped sources of rovonuo prorlOU!Il::l' 1·~dod ao 

fvr tho otntoa tllone. Tho connicts bot l'l8on loc•ll nnd otnto gevorn:nonto 

in tho field of taxntion J\ro too mmwrons oyen to bo 011taloguod durinc tM 

fot~ nl.nutec I ~l addreuo )'OUo :I'Yeey !'hn•o ot thi n problOI!l briatluo wU.h 

thol'll¥ details. 
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Tho principal contribution thn.t I ehould liko ~o I!Blte to YfS'Jr clalibuatiODe 

on this subject i s a definition oftbo baaic problem. 1fi tb t he dt9tin1Uon in 

cind wo aro r®dy to divide tho problem into ita IIINlY porta, and tala~ them. up 

1n detail . 'lho basic problert1 as I see it , io to bo j uot to the tax-Jl8¥el'•· 

Indopondont lev;ring of taxes by all of tho vnrioua taxing autbori tlea , w1 tbout 

duo con<~idorntion for tho tax structure ao o. who1e , hn.s often reaul tod in 

tmfoir ond Wtoconomic distribution ot the burden. 'l'hia 18 W'ljuat , and 

therefore , nffoctu tho very fOW'ldntions of r,ovornmont . It touches tho welfare 

of the cithe:~ in hio daily tntrk of earning a livill(~· I think tho problam 

uhould bo o.ppronched, with thin point of view. Duplicate trucoo oouao este, 

but thnt is o. doto.il . Tho greater problem ie to ro3toro oquilibrlua in the 

tax s tructure oo a whole , in ordor 1 
prim>.r1ly, to bo fair and Just. 'l'ho wnste 

is not as icportant o.o tho injuatico, It is enti rely poooiblo that we could 

attack tho problem ot waato and s olva 1t witho\lt romoviiiG injuotico, If we 

conoidered tho matter scloly tram Lhe pai nt of view of tho efficient tax 

biltlu!ror it would bec<lllO a technical problem. You could oumanrizo 1t an a 

quootion of bow to ~ot tho most money with tho leaat oxponae. Stated in those 

tcnua tho problom of thio domocratic govornmont would bo no dil.'ferent frcm 

that of any nnc:ient tyrs.nt . Ho bad to raiso money t•> support his covertVJIGllt 

and he t r iod to sat no 1!1\lch no bo could with tho loo.st paasiblo expense. 

A eonaidez-.tblo port ot tho opproanion which chnrnctorisod tyrlllllV wno a direct 

rosult of taxation t or r ovenuo only, without regard to juutice. 

We munt romombor that, to the individual c:1 then, taxes nre taxoa , Gild 

thnt i t ll'Olcoa no d1fferonco to him which 1168ncy is most at fault tor 8ZfT 

lnJuotice he sufi'crso 'l'ho tax atructure ahDWd be aound, and the NapcDalbiliQ' 

fOl' llllkiJig it no , reats 1lPOD every part of our CO'fOl'lJIII8nte 11ben each taxiDC 

nutborit;y h «Uidod Olll;r by ito own 1-wtJnto neodo , an4 1ovioa reprd~M• of 
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the o>.1.otenco of idonticnl or . similar t..ueo 1mpoeod by other govornJ:lOJ'It units ; 

tlw structure cannot be uound. 

The problem of how to be fair 1n levyin& taxoo is not aa~y, nnd porfoction 

lc nut of tho question; but the very complexity or tho question ljiOlcoa it 

nocoaaarr for us to bo otriving constantlT toward perfection bocauso of tho 

novo~nding drift in the oppoaito direction. 

lro muot be carot'ul to auard a~1nst injuoticoo o.a between coographie 

aootions of the country, as botwoen eommoditioa , and industries, no leso than 

110 between individuals , An unjust dietribution of tho tax burden imoodiately 

crcnten artificial obatacleo, nnd their disturbinc influence io 1njoctod into 

tho economic life of tho nation. 

I think it wOUld be a grent mistake , thoreforo, to think of our problom 

no l imi tod to the removnl of such administrativo conflicts aa no;v oxiat 

botwoon tho Federal , Stato , and local gpvornmonta with respoct to taxes. 

Certnin t1])os of new trutoo whic.b lvlve been adoptod ao emergency moaourea might 

well bo loft to their adminiatrntivo difficul tioa , in th.o hopo thot they rill 

bo diocontinued, It w..ruld bo a miotakc , in a:~ opinion, to accept na our ,main 

vroblom the task of nnld.nc it easier to collect and administer all woo. 

'lrhot , thon , should bo our immediate appronoh to tba problem' lro may as 

woll forego o.t the outoot , the approach tMt would disrocard the hl.atorical 

dovolO)Dont of our pol1 tiCD.l insti tutiono, tu1d attompt to r-st our wholo 

Gwornmcnt from top to bottom in s"c.b taBhion thnt all governmental functions 

WU'<lld be rodistributod botwoon :redoral , St,~to , nnd local units accordlnt; to 

aomo idoal po.ttern. 'l.'he pr11ctic.:>l objectic,n to oottine up such en ldMl 

c~atom of taxation, banod upon n thor~)\ rodi~tr1but1on of all governmental 

1'11nct1ona; is that we wOUld bo forced to spend tho rest of our livoa eoot­

Plnting the icpoas1bil1ty ot putting 1t into offecto ~ be practioal, in this 
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co:mection, wo eruat de. our uti:>Ont to correct grnve ab"..llJen without ntt011r>ting t o 

I'(ICI\It our whOlo mnchtnory, 

();1 ~lui other nand, I dou ' t boliovt\ tM t 1 t wwld "eo r.iu<: to go t•l thAI 

,
1
Ulor oxtromo; trot ia

1 
to nnke n list of nll of the Jpecific typos .:~.nd oe.••• 

of connicte Md overlapping, al\d "ttOII!Pt to ta.lc:o thom UJl we by one , '!.'hat 

typo of piocemoal tinkering is vary olow nnd rnroly effective. I>IOreover , it 

1c subject to the c1Mgo1· that each piecomool solution, adopted w1 thout due 

rG!orcnce to tunc!Bmentnl principles, aie;ht produce new 1nconRiutanc1es. .l.nd 

a corien of such piecemonl . solution& c•ruld 6'\0117 roault in a badly diatortod. ond 

unJust totn.l tax structure. 

'l'he beot npproach would bo tho tundD.montnl ono of conuidering the ent1r4' 

prublM from the stnndpoint of tho individuo.l taxpayor. The fint step, in r:q 

opinion, h to molco n careful aurvey Md nnnlyo18 of the total tax structure 

of t ho country to determine just llo" tho burdcm of our (:ovornment.<~l expenses 

io now d1ct1·ibutedo lloxt , I wwlJ. noto whllt prncticablo ch!l.n.gOS in tho 

cc.cbinod. tax otructuro of the ccuntry would produco " aound and murn oquitablo 

db~ribution of tho tow· burden. In tho third. place, I would conoentmte 

upun o f.., importnnt ond "orlmble oouno of oliainntin.; conflicts ~~nd ovcrloppi.nc 

in II mnnor consistent with our a.n.o.J.yo1a ot wilnt constitutes n flmdnl:>elltall7 

dculroble tax atructure. Finally, b:winc. arrivod at t\ fev important poasib111-

t1oa whi.ch wo know to be fundamentally sound, wo can than attempt to put tliOID 

into orreet. Inch progroasivo step t~t wo ouccoed in e.chioYinc along th1a 

liM woulc\ not bo 1.1 cOillprotlisO that mie}\t crooto now cc.nfi1cts , but wwld 

CCJC!plato p6rt of our taako Jach tund/lmentnl atop completed would provi de a 

stoJT~i~atono to JIIBic& tho next port of our program 0asier t o e.cbieno 
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Jhorovor tho probloru hno boon nttackod in thio manner real pro.:;roon hae 

r omUtod. Sovoral of tho otatoo nrc oxcollont oxumploo but I am moot f~li~r 

~lth whl\t wnc dono in No" York State whon 7rnnkl1n D. l!nooovolt wno Governor. 

At hie direction, tho problOl') ot oqualiziD& tho t= burdon TIRO atudiod by 

oxperte1 Alld their roJ>Orta aro WIIOng the DO'..l t ~unblo "e bavo on this aubjocto 

In tho rural arroo of N0\1 York Stnto1 tax roformo of croot aooial . vnluo wore 

put into effect , and romnin no boncon-l iaht a to direct our couroo. 

Uro Roocovolt ' a intoront in this problom hno boon intonoifiod 3inco ho 

bocnmo President o!' tho Uhl tod States, At h~:1 direction tho Treasury ia 

ur.<!ortllkin& n now otut!Jr of ovorlnppi.DE; taxe&o 'l'hin will supplccont and cnrey 

!\lrt~r tho oxcollont .. ork nn tho probloo of double taxation dono by tho ato.ff 

Qf tho Joint C~ttoo on ~tion of tho Co~uau for tho Wayn and ~~a 

Oun-tittoo 1n 1932. 

l n pr·ococding alonr. tho couroo I have uutlinod 1 c,uidod at ovary a top by 

tho lnGic principle offnirnoao, wo a!toul.d bo cnroi'ul not to aacUTIIO thnt thQ 

rnon11o needs of our vnri<IWI covornmcntal unito nro.now fi.xod for llll timo. 

~t aooumption I"IOuld lond U3 into now diff'icul tiooo 

o-.u- attack upnn tho problem of conflicting and ovorlappiot; t:u:ation muot 

bo utJ bnoic that tho ooluH•mu 110 arrive a t nrc oufficiontly flexible to 

pr.trido for changl.nc noodoo 

L~ tho coso of cODa taxes , it is ontirol7 poaoiblo that w~ shall find it 

dooiMblo to cake n rir,id aop1u·1,t1on of oourcoo botyoon :i'odoral 1 State, ond 

loeol t:OVOrnr.lOnts . In other cnaoa, wo might find th.'\t certain trucoa now lnloo\ 

by 11\lmorou.o govornJ!IOntnl unitu could bo bost ndmin1Ato1·od b:r tho li'odornl OOTorD­

~nt, nnd tho proceeds ahnrod with tho S~'\tos o It ie olao posuiblo that tho 

tiAtoo l>igbt hnndlo cortnin of tho tnxoa t~oro 01\eily tron the :rodorlll OOYo.--t. 
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It would be higb}7 deeirable to center cunaidernblo nttonti~ upon the 

principles that ohOuld sovorn tho allocation o£ such reTenuo. 

In conclusion, I otronclY urge tbat tho technienl detai l s of ~~thartQc, 

1~d ov~n tho ensontial matter of supporting tho govornmont , be conoidored 

oocnndnry in importance in yvur doliborntiono, and tbat first conoiderntion 

bo civcn to tho vi tl>l quostton of justice to the ~pe;rer. 'l'h&t couroo 

nLJplifioo tho tnGk and le.'\d" directly to tho ttonl• 
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TAXPAYERS FIRST 
An .Jdrtu dtliYu.d befou the r., Reruio>t Cow .. ci/ wrgillg th•t prime consi<lcr•tioll 

be giYm to the Yit•l q w.,tion of justice to the t•xf>6yer. 

By HENRY MORGE.,'TH.<\U, JR. 

S«rtlllry of th~ Tr~fUU? 

CA11irnflm of tAt Tt~x Rtrmion Co1mn l 

,..,.osi>Lu;m'" and overlapping taxation is an 
old problem, not confined to the United 
Stntt·s, which grows more complicated, 
difficult, and more acute with the years. 
now become so acute in this country that 

mull be bced squudy. The fact 

ous taxing authorities, without due considera· 
tion for the tax structure as a whole, results in 
unfair and uneconomic distribution of the bur­
den, affecting the very foundations of govern· 
mcnt. It touches on the welfare of the citizen 

in his daily task of earning a Jiv­
we ar< being it gives rise: to 

hope that we mall soon be: tak­
impor13nt &~ep$ to solve it. 

The problem has recently bc:en 
into prominence by de­
decreases in the usual 

of governmental revenue 
ha,·e forced our various gov. 

~nocn1tal units to compete witlt 

• 
ing. Duplicate taxes cause: waste, 
but that is a d~. The greater 
problem is 10 restore equilibrium 
in the lax structure as a whole, in 
orde.r, primarily, to be: fair and 
just to every class of taxpayer. ··. t 

~ .. other fO< new sources of tax 
ond for grcat<r yield from 

old sources. This competition 
prod·Jced numerous unforttt· 
results. Some states have dis-

H•nry .Uorlentlwtu. Jr. 

It is entirely possible that we 
could attack the problem of waste 
and solve it without removing in· 
ju5tice. If we considered the mat· 
ter solely from the point of view of 
the cllicicnt tax gatherer it would 
become a technical problem which 
could be: summarized as a question 

that their taxes drive business into 
l<iohhc>ri"'" states; others have revised their tax 

primarily to attract business. A II forms of 
eva>ion hove been increased by the fact that 
tax machinery is out of equilibrium. Some 

unrtoSitlo taxes previously levied solei)• by 
government, have had to sc:t up 

odministr.oti,·e machinery. The eon· 
between local taxes and state taxes arc too 

IUrncroo"s for me to catalogue. Every phase: or 
problem bristles with thorny details. 

The contribmion which I should like to make 
these deliberations is a definition of the basic 

With • definition in mind we can 
to divide the problem into its many 

anJ take them up in detail. The basic 
r'"'"'""· •• ! sc:c tl, iJ to be: just to the taxpayer. 
ln<kpcnclent levying of taxes by all of the vari-

of how to raise the most tax revenue with the 
least administrative expense. Stated in those 
terms the problem of this democratic govern· 
ment would be no different from that of any 
ancient tyrant who had to ratsc: money to sup­
port his government and who tried to get as 
much as he could witb the least possible ex· 
pensc:. A considcr.tble pan of the oppression 
which eha.racteriud tynnny was a direct result 
of taxation for revenue, without regard to 
justice. 

The probl<m of how to be: fair in levying 
taxes is not easily solved. Perfection is out o£ 
the question; but the very complexity of the 
question makes it necessary for us to strive con· 
stantly toward perfection and ov<rcomc the 
ne,·er-cnding drift in the opposite direction. All 
go,·ernmcntal units mU$1 bee that responsibility . 
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... 
W c muo1 be atcNI 10 pnl og>Wl uojuK 

pQnoa« lhcbutdm"" ...,-br ~ 
- « .... ""'"""· Oft pottj<ubr _....._ 
ilia, and on putitubr i.ndwtric:s. DO b1 than 
.., pottj<ubr ;,JlviduoiL AJ> uojwl dislril» 
tion cl1 be: w burden immcdiudy c:reatts artt-
6c.al obttacta to bu10inm. and the ~g 
i.nftlx:ncc rJ thetc ~acles is inj«t..'Cl into the 
WJnOmk hrc ol the tu~tion.. 

h would be: :I areal miMakc tO think cJ our 
probkm :u limhcd to the removal of such ad. 
nti.nitcntivt con.R~u '" now exist betwttn the 
IWe.nl, Moue •• md )O(:llll ULX tytetnu. lnd«d. ca­
uin typet ol. new tncs which luvc be-en adopted 
aJ cmugcncy matures might wdl be: Ide ro 
tbdr admtnitc:ruivc dil!liculdn., in the hope that 
they will be di-.<"'..d. It would be • mistake 
co xupc u our main ptobkm the tuk ol sim~ 
pblyioa ahe >dminuaoaion « .n ...,.. 

No.,..._ 

WhM. ...... obould be - ............. >p­
r-cb 10 lhc probkml We""'" well !ocqo 
•• the ............. _.. wblcb ,....ld em. 
..pd lhc h~ dm:lopmcnr « our pOJ;r>. 
cal inaiNtioru. and anempt to rec:::uc our wbok 
pcmmc::m ftom top to bouom. in JUCb &Won 
1 hi:t aU pctnrnmtal funcr:ioas would be re· 
di~ttibulcd bct'wten f«k:nl. swc, and Joc:al 
unitttceordinJ to tOme ideal pauun. The prac­
tical cbjc<cion to Kiting up IUC'h an ideal ry~tcm 
of taution, ~ted UIKK'I a thOtough ttdia:ribu· 
tion of • II pt.rnmc:nttl funct.ionJ, is that we 
wou&d be f«ccd co tpend the rat of our liv(S 
conc.cmpla1Ina tht impouibility ol putting it 
into dfc«. To be pn«ic:a1. we must do our 
ucmolt to corruc grave abuJel without a.ttrn)l"" 
ina: co tteatt our whole mx:hi.ntty. 

On rhe o<hcc lund, I do ooc bdicvc rlut • 
would bt •• to ao to * other atm:ac; ~ 
is, 10 a»kc • .... « oil« lhc opcci6c trP<S ..,.. 
..... ol<Oftllrcu .... omb~ .... -
oo aalrc tbcm up..,. br- TbM <rP< « P=· 
_. trnl:ctvli ;. .,..., ......... rudy d[..,;vc. 

lolor<ov<t, • " """"' 10 ................ ..... 
.......... 1 .......... adopt<d ..w- due reM• 
- tO !undomcntal pnndpla, rma,bt ..­
new incocudtcncia. Aod a xria of such plett-

........................... , ....... ill • .....,. 
rotted ....... jwl toaJ WI '"""""-

The bat_.... ,..ld be lhc !vndre J 
00< « ...,.....,_.. lhc cnlite probkm r,_ .­
tUNipoint «lhcindovidu.alr .. paya. Thc6rw 
ttcp 11 co malcc I cardulNI'YC'f and ana),_ U 
the: toW en ltr\ICtiJn ol lh< country to dc.ta. 
mine jUJt bow the burden ol our pttn.mcotal 
apcnte b now dutnbuccd. Nc:a, We •bould 
note wh:u pr~cticable changee: in the eombiftcd 
c:ax struCture ol the eoo m.ry would prodU« 1 

sound and more equitable diwibution U cbc 
t0t11l burde.n. ln the thi1d place, we should (00. 

cml.nlc upon a few imporlant and wOrbbk 
maru ol di1ni.natms conflku and o'f'C'rbppina 
in a manner consUtt:nt with our aruJysd « w~ 
cocutil'ucet a fu.ocbm<:nt01Uy ~k tU tU11C­
c.urc. Fiftally, having anhcd at a few importaDC 
.,...almcs which .... k- tO he -
t>llr ......., ,.. ..., lhco au<mpt oo pa dxa 
duodi«L Each prostc*in tkp wbd <wr:-.. 
cccd in acfuc<r&Ac alan& chi. lt.nc .. ld oot bt 
a compombc: lhM micbt crcacc ftCW ~ 
but ......., .......... pan« .......... Ea<b ...... 
~ a ·~a...aonc to make the: DCIX P' 
oi ow procnm euicr to ach~c. 

Pooolbilltlu 
ln tbc: cue ol IIC)tl"'( taxa. it ls entirely pelf' 

t.ibJe ttu1 we ahall find it desirable to rmke • 
rigid ltparation ol .ourca between rcden\ 
'l~te, :tnd local sovcmmenta. ln otlter CIA 
we otigbt find th.at a.naJn tu<'s now leVied br 
numerous 8')¥tmment:al unlu could be bat » 
mini.slcrtd by tht federal government. and die 
proceeds .bMcd with the tcatn. h Is abo P 
siblt: dut the ttata might handle wta.in oldie 
cues more easily than cbc: fcdm1 govc:rn:G'CfiL 
We mutt cmtct ~nblc anmrion upoa dtc 
prioriplcs ........... ollocobOO « lll(h -

loarodution, l"""'''lfut8< that ..... -
col dtu.Js « W111'.......,...,.. cvmlhc .­
IDimottcr«_....lhc..,..,-b< 
""""""..!.......su-r .. dDpo!Uft« .. - .. 
li>cntiooa, ......... fint ~be ...... 
co lM ,.iuJ quatJon ol juttict co the cas~ 
That count NDphfin dJc wk aod ....,._~ 
rcclly to lhc pi whkb ,. ttrivc ro .,.... 

"' 
IN THE DARK 

St.,t- ofitt.Wh 1«6 N~qNI< ;.J~ 011 1M ~ 

~· nh .. ~ ..... ...., • .., '""· 

T
HI. work ol the Tu RcviJion Cou.nciJ and 
of all other fiJcal bodia intetUed in tht 
ratiooalizadoo ol ttatc and locAl fil\:lntlal 

pn>bloms u grudr h>mpct<d by ahe laek of 
(:l)tllpartti''t information. h is nccettary that 
dM: 6nanea ol SUlCI a_nd their politicAl ju)). 
litisiolu be understood before IUemoo to iron 
out ~ conllicts Qn be aueceuful and before 
me JCatcl an work ouc ucjsbctory tu: wuc.­
mm. AI prttmt the d.atol (or 1 comprchmsivc 
6oworiol piciUR .,. notuobly bekU.,. 

~ .u.citda 
1\e-«lhcCauw, -10 W),<OOk 

• u.d ~ ol tbc liftanci:al adJvitia ol 
a.n« ..... rbu JO,DOO, ...t « .n ...... 1u 

• --dunoa .... de .. -~ paloliaoion « .... 6nontW ..U.ieo « ciba 
&ta thirty co a hundred 1houu.nd pop.dahCM\ 
.... aE rhc 6oancdl ......X. « ..... bu bom 
di.ooacinucd. 

1\c Bureau has •Ito conducted a more: com· 
~Wdknsi''t dttennial lUrvey ol the 6n.anca ol 
ntiow un_iu ol p ·<'rnment. The tcOpe ol thi.s 
eco rear Mlf'Vty has been tbe c:nt.irc: govern· 
mmuJ organiution o£ the Unhed Sc21tei rather 
tfg" merely dtics within 1 sp«if1cd population 
IJOUP and ltate SOVel"fttDCntt. The bit ol thae 
o:rn:t.pubcnsive IW'Vcys wu made u ol19ll-l2. 
~ ~ rauJt o1 io¥Citlptions of .uce tnd loaJ 
~ aooducud br lhc Ceotnl sutitr;..l 
~arid lhc MW>lc.pol F"""""" oaiecn' "­
-.., rhc 8urcou « lhc Ccmus " MW pbo­
..,~grady unp<O'<d _.m for collrctrtl; 
- «- ...t locol ........- The 
::--......, armplctcJr Wlda war, wrll ooc ... r .... qwlay « .... .w. but wiD 
...... ..!..1 

1 ! ... mtcllipt ~ « .... 
p.aure ac. any one PCDC. 

~lhc-tionat..-.<u=· 
Oiolr""' whot it ohould be, aod th< 1""'-

for the i:m.mrdi.att fuCUJ't at( ntA inviun&- The 
financW support available to the Burc•u ol the 
Census assures immediate mcoration ol only 
chit pan ~ tbc PfO(P':tm which contcmpbta 1 

financial survey o( <'ilic:s having a populat;on in 
eu:us of JO,(XX). h doc. noc look coward Wimple 
cover2gc: oi. un:a..JJer uniu or a compkte tcpon:· 
ing of sou da.tL Morroftr1 the ftport cl. 19JI 
tnd l932 is now :a.lmo. compleuJy wdc• lot 
al\ intcrp«:Qtioo JJ the pmcm fiD.tnciaJ ainp.. 
<ion ill lhcstaleo. Tbae bubccn, o-19Jiaod 
19.ll, 1ft almott .............-, ....... ill MIOIC 
.... locol 6...... .... dd- ill !hot repoR 

rmdcr • - 10 u<ilizc 6pu lor .... ...... 
- wUb sucb d»a ...... be Cillu.aed .. .... 
- rimc.spone .. that-..... .. 

WJ.ot;....w 
lo orda- 10 ....... ........w, """""' .... 

oompktt piciUR « publoc 6...... aootha ..,. 
Ytf oompanblc in IC'IOPe. hut .upc:rior iA qu.aliry, 
to tlut ol 1931-32. it nccc:seary. Tbc: CcnfW 
Bureau """lei. o( ........., be glad tO <Oftduct 
tuch a survey if fln:a.ncW suppon wa-c: mack 
availa.!>lc. h tus canvaued t!oc: pc»tibilily of de-
veloping a wOtks project for t.hit purpoee, but 
there is some doubt as to tbe leplll'y or tuc.h 
a aGberot, a.nd mutb gnvcr doubt u to wht1.hcr 
iu execution wou.ki be- poaiblc whb work relief 
bbot. unJca a gruc dctl more JUpcniMon could be pcovidcd tlun ;, pouiblc uodcr _.., • .,. ____ _ 

ptepNtil:l&u. 
A number« Jt1lc 6Jw>a>l......,.., ""'..,. 

co cooc.un tbcmiCtta wich dfona co JC(UtC adcr 
...... 6rurodol doa Oft - .... locol ......... 
mct11- "-"'" ............ • Woob-

4 ... ., in .... c.n-.~~un:au-......Jrl 
.,..,.,..... be glad tO maivc _...­
lnrmJt11c .... locolt6ccn, .....,_ldbe­
bct><nacd br rbcir ..,.....t .,....,... 4, aod wheeL 
• _ ... be I"' .... d!ta. 
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THE SUPREME COURT SPEAKS 
£u"piJ fro- 1M r~ NRA J~ • llicl• J~ 1.1.~ 
~~ '""' ...,_ lM J,_., of ••~ IU/n.. 

n..-- · "It is ... tbc tbc ...,.,., ol .... squlauoa ol -p-oYin« r1 the coun to consida the would be a question ol doct~hon and 
economic advtntaga or disadvanu~ not or powa::: ___ _ _ 
oi (such) a tt.nlttlitcd J)'SCcm. his w£. 
licicnt to tay chac chc fc:dctat <'orutitu· 
tioo don noc provide lor it. Ow growth 
and dn'c:lopmcftc have aUtd for ..,..;oc 
"" ol th< ccmmeru pow<r o( die led· 
craJ pral~JDMC io iu eoauol 0\"U tbc 
apmdcd ldivtbO ol lnCmal( Cllla)o 

matt and 1ft prol«tin.c thai eomnw:roe 
from burdens.. in.ccrfcrt:nca and con. 
lpirx:D co mtr.:in and monopoliu iL 

"But chc: authority of che federal gov. 
crnmtnt may noc lx pushed to wch an 
utteme u to d«aoy che d istinctioo, 
which the commc:r<c dawc ittcll csr.ab­
liWs, bctwtc:n comrnau 'mxlll& the 
,......) ....... ...., th< intmW """""' 
ol~~ ..• • 

---
w..., ....t hount "lf tbc I..X..J 
govc:mmc:m may cktcnnint ~ wages 
and bourt ol cmp~)'(U in the imanal 
c:ommcf(c o( II J(ll.l(, lxaUK of their rc· 
Jation to cOlt and prices and their indi. 
tcet eff«t upon intc:ncatc com.mctt'Ct it 
would ttem that alimi.lar control misht 
be Cla'tcd owu other da:amb ol COlt 

obo~pr;.c..- .. m.­
cl ~ _, ad-IIU>g. mdh­
och ol ...... t.uin<to, etc. 

• AU th< """""" ol pnxt.,. ... aAd 
discnDur*on lhat cntu into COR coukt 
liltcwiac be controlled. II the cost o( 
doing an. intra.utt bu.dMs.s is in iuclf 
th< pttrrull«i ob)«t o( l«i<nl amtrol, 

Indim:c eftettl "The dbti.nction be. 
tw«n dir«t and inditcQ dJccu h11 
been ck:uly tccogoiud in chc appiK;a. 
tion ol cbc- Anri-Trusr Act. Wbttc a 
................. -.p;ncy .. fortDcd, 
W1Ch eM irumt to mm.in lolcncxc 
COIIl.IDCf'('c OTtO ~i:lc Mf pen ol 
.. tbc <iobtion o( th< -Ul< u <lev. 

"'But when tha1 intent i.s abtmt and 
the objcaivct an: limited to inlraJtJtc 
accivitio the bet that tbuc may be an 
lndif«t d'fttt upon inttnUIU COU'UUCt(C 
dna not wbjcc:c the partia to lhc rw. 
en I .Utule, notwit.h.swxl.i iu btoad _........ ___ _ 
"JM (IOIIIIIDc:t:CC c:::lawc.! .... wbcft 
tbc dl«t olin"""""-­
intmu.tc OCIIIUDa'Ct: is marly andlft'Ct, 
ruM traruactioas remain wilhin the: do­
main ol suite power. 

"lf the commerc-e cbute were con~ 
struaJ to rtXh ::a ll t~:~tctpriteund trara­
xciom whkh could be aid to have an 
UxL.r«c dfcu upon inttntatc ~ 
....... tbc lcd<nl •otboricy would -
t... -Uy.U th< ..;.u. o( die 
)l<OIIk ...., .... outhorily o( ........ 
0\·cr il• domt.k: conocms would cxdt 
only by oulferanoc ol tbc lccknl IJO'• 
crnrncnt. Jndml on such a thc«y even 
the dcYclopmcnt olthc ~tate's (00\tntt· 
WI fxilitkt •·ould be JUbjecc co faknl 
coouol." 

Ill 

LEGISLATIVE LEVEES 
l•la#«~ «M~/HCfJ ofn • llrfJ!flfl ,.,._, .,......, rmora* a.. tM 

.-.I of -wJ ...JltM....-1<""'--' of 14< ....... 

117 m•!L w. JOI"''$0S s,n,_., f1/ ,..,. N,. n •• ,.._, c.--• T·~ w.. c.,., 

T
H~ purpoK oC intentate comJ»elt with 
r«p«l 10 labor lcgiabtion U to •cmovc 
unlair dilfcre:ntbls i.n tbc Llbor Law1 ol 

d:ac dilfcrtnc ~let, to auurc 1'010« adcq~.Atc ~ 
U'dioo fot e:mploytu in tbcx stata., aDd to 1ivc 
- ptt- 10 tbc icpbtion • ..-. 

k isco dl<in<cruooltbc ...,......,.. .. 
boft ....... .,........., in .... lobo< ..... ol 
_.,bit tndu.n.t oal<l. " ;. "'"'ur .. 
rbt intcrat ol worker& that u.ni!onn aM.ards 
ttgardina condidon1 ol employment be adopccd 
by the JeYcnl teltQ. and that thc:te tta.n<bsdJ 
*uld conform to tht most mligbtcncd erltcria. 

'IV'tdo...--
EDtcioc chff<t ...... in lobo< ~ be­
~ .uca with compccitivc .ioduluia hl.w 
ftiUital .. -sc ...,;,.;,. in ...tina ~ 
lliDas aod pncocu J..nd. to tot'DC atCDt. LD the 
a. ol. c:ontanulna: busincu. An illwtntion ol 
d!is may be found Ln the: Atlantic tcaboud 
~aces. A number of tbctc lu\'C cbc:ly comJ)Ct· 
ing indu..uict,. yet thrir lcpJ regulati.onJ in web 
~mtrtu as h0011 ol employment, night wotk,, 
..,...,,nd child labor ..,,8 .... uy. 01 tbe New 
Eqland Ot" le< ......,.,., Ma.lllt ...., Rhock 
blood prahibd tbc cmploymmt ol choldrul 
laa ,... u ,..... o( .... c.a..nca- .... 
""C'Cdy mac~ed JqUbtion ~ th<­
Por-clminon under 1.6 yean ola11<- The 
ochtt IWtt permit boys and girb o( 14 or more 
Jaf1 ol •Bt· il properly catincd, to leave tcbool 
~ bttom( wage carnen. New Hampthire it 
~be one Mate In the group which nquirct eatn 
C<llr.pctuadon for injury co minott who a.rc ''­
lcpuy emplorcd. Coonmicu~ Ma.uoch-a, 
.ad New lbmpobin ... th< 01117 New El>&ioncl 
- ...m --...,., .,... kpl...,.. Only 

Mawehu.sttts and New York, ol the induwbl 
MJies of tbc cut, have t 48-hou.r bw. 

Thac diffcnnt:ialt in rcgubuwy mwutet 
tend co c:ncaun~ me mipat:ioa ol faaorio 
1- ...... .nth hJal> .. oclonb ol pn>l«ti¥< 
JqUbtion., ochat - Jowu IWI<Ian!s. n.. 
raulrifta ~ ol lobo< .......- 10 
-.! uncmploJmcnl. The _,.,.,.. ol 
tatik bctorict - New Eoalaod lO .... 
toUiban art$ it an out.u.nding example ol. 
1ucb migralion. A tbiltinJ al pbnu oo a kuct 
~ealc:, but with disturblna ruulu, 8IXI on much 
of rhc li~ bttw«n ldj~Cc:nc .uc.a in whith 
«Jmpteiftg industries arc located. 

Another ccru.idcndon in CCift.DtCtion with the 
- dc<ict: in .... 6cld ol bbor 2nd ifttlt. 
try ;, tb.lt ~ CN<I«i Willa • - ..... 
~is praumably tl a nat p• 'Otn' ....... ,... tb>t........, by. ti..,Je-. n.. 
compact is a fcnna) contnct i.DYOt.ing not only 
rati6catioo by the Jcplauun ol tbc ..,...,..,. 
stat:a., but, in addition, the tanction of: Congrua. 
~ch sta.te is (m to decide wbt1hcr it wisbct to 
ratify a given com,.cc. Once • ltJI~ ~ s;ivco 
iu corumt to a compaa. howCTu. It tt under 
mor>l oblipion 10 ..... th< _...., ol .... .,._. 

aqp..o~..,..,_ ... 
The iotet>~>tc -. .. apptiod 10 bbor 

l<pmtiao. bJJ .,..,, """'"''"' ~· ... It 
fUUCSU noc: only dlrt'CC •grccme~n on common 
problcnu between two or more tta•es, but tht 
further possibility ol rc-gkwl agrc:cmt:nu be· 
tw«n gtoups ol.teatn rcprCIICOcina different tceo­
tioos oldie , ... ouy. One ol tbc ~ 1 ... 
nuacl th< ;,.--poa ~ 11••..,.,......., 
it >llonb ol brioP'C IUI<S into doaer td>rioc> 
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mop ...0 COl< .-ba. Gmttt tw-y 
- the ...... .._ld "' ............ by the 
c~c..~ ond ... c1 <hu ~ 10< .....ma 
aJUtuil pn>bkmo. 
,.,. .. '--· • poooibk .,.,,.. in ..... 

ncctJon wi1h tht compact as appticd 10 bbc..­
kgUbrloo which .._ld "' fmtkly rocogoiu<l 
in order that it m.11y be avoided. This is the pOII-­
•ibillty th11 the propoKd pbn 0\3)' be regarded 
•• a subttihrtc for ttatc bbot Lawa. Tbcrc iJ :abo 
the poMi.bUlty thll 1 he: (h~tnct o/t«Uting a com­
patt agreement ma.y be urged :u an ucwe for 
oppo&ing ot delaying n«dcd lcgUl:uion within 
the Mates. 

Orxcl the ulqu>nlt &om rhu d>oau;. d. 
uWu..rioa cl the """~*' io the 6cld "' w.. 
ond d>dwrrr ... , "' the dcftna. 1--• 
the opbcrc cl - fot the --.. app6oj 
co bbor lqUbt1on. u, in•c:ad or attt:mpfina • 
we chc: compact .. an agency ror IICCUrina Dtw 
bhor bW1"' h;ghcs lbndatdt cl kaUJ•tioo. ... 
compact is wed 10 rtmcwe diffc:rmtiaU in CU.. 
ing Jabot bwt and to dell wirh t.hOM: a;peciaJ 
problcnu pcct.~liar 1.0 two or more teata wbidt 
no one state it compc:tem to JeHle by itklf, and 
which ate abo ouuk:Jc the 1pherc of (cdml. 
action-thctc may be leu pottibility of oonSa 
with tither tt:&.te or national kgisbtion. 

AN IMPORT ANT SUGGESTION 

&•""" fro- • ..ritkii, S~tw H~P•It,.. • • Jr. ill • JfM•#rT·· 
1k ,., s .aiow oJ t1k A~N IMI&Jlrin oJ Mm«lrnu~'"· 

I K d>KdJilicuk -·-.......... "'3• ,..00.. u dur the l<drnl powu mill>< b< 
~ willun eM fidel to stria!y ~ 

""""fO< ir by rhc $upmD< Caun ~ 10 
JUpport tht llata in the ma.intcunct ol. mini­
mum labor tl:andards. In tbt: cby• before: na­
rlooal prohibhoon r he dry "''" Jl"''d lUi« 
lcgi•lation tJtintt the .ale oflntoxkatlts wilhin 
thdr borden. Thl1 alone, boweYcr, was oot 
enoogh to prevent the imporution ol l~uor 
(n)m the Wfl. Ml\1(:1, And the SUIQ thc:INCh·a 
wcu limjcat corucituciontlly in their powtt to 
prcvtnt NCb importation. To bdp JOIVc tbc 
diK><ultia. the lcdcrsl a-mmcm cN<tod the 
aoalkd Wd>b<Kcn,.., Act wbKh dcru<d rhc 
pri.Uc,e ol. intcntatt commcru to liquor U"2N­
porud frocD 1 wa tu.tc into 2 dry OOt for pur­
-"' •lc. Tb,;a .......... "'the fcdcnl ond 
-. ,...,_ promlu dl"'"'....,.... 
rloo!Ddryrtara. 

~'i' " 
The-priftaplc coWd wdJ "'adapr<d lot 

the ...... _ cl adcqwrc IOcial Jcg;sbrloo 
- ........ -p cl-poctiog ...... 

lo the"""* cl._. polic< _, ond arDo& b 
the ~ c1 the JDCbl 11andatdt ol io 
drizcnr, a Jlal< could puo Jcg;sbrloo prohiii­
U,. rhc oak cl ,.00. wirbin ih bonkn ~ 
under conditiocu in another compding iftdus. 
tt\ai.Qtc which did not come up to che lefd ld 
byiUC'h ICatC: 0C" group 0£ 5111CI IU cksinblc for 
ttl dtizms. 

Protectinl tcandard.t 
f«<ual le8isbtion dcnylng the privilqt: tl 

imcraaatc ttarupomtlon to auc:h goo& would 
IC'Cm to be conttitutiotu.l under the ckci.Jior» 
al6rmina dw: corutirurlooaHrr cl rhe Wd>l> 
KU!)'On Act, and tt chc aamc time: would. bt 
atm:Ddy dftttivc noc Ol\ly sn ai•ina ~ 
10 the bhor lbndatdJ "'by compoa in a JII"'P "'-bur obo in .......... -,. other--
the ad .. _ cl ........ thcv IUDibtd> iaOt 
coofotaurr wo<h - lA dft:a in the .......... 
U,.-.... The dmbl cia nutkrt 10 a-" P,": 
duocd uada "Swal Shop"~ _,)d M 
a oompdlana UJUmmC with any .ucc tornrdt 
the ......,.1 cl the imp<dimcnu which kcpr lie< prod-- the m>tkd. 

UJ 

LABORS FOR LABOR 

A ~~ MJtTH«~ nM/nna r«oM•f"Vt:rl tlw: hrCJIIIIJftli.l o/ 
,,,.~ fWol«tiott /Otr ~-

T
KI rt«nE mte'brl3 of lhc ConfcrU\Cic on 
lntcnutc Labor ComJJXtl at Spring 
Lake, New Jcrtt)'tOl\ Junc28and 29, wu 

flW'kcd by keen diteuJJM:In 1nd tubte1ntbl prog. 
ras. F()ft)'-ilx dcJcg1uet rcgitec:rcd (rom ahc· 
tttft sutcs, 1 larger yt(AIP, representing more 
Gla. r.han bas ever pl.hercd in the hi.nOf)' ol 
the bbot compKt movement. It '"' optd;llly 
inlcrc:atiog co oWcm: that the confercnc:c w1.1 
otendi.og iu 6cld ol intuc-Jt to the 10t.Uh 1.nd 
10 dlt wat. lkprucotabve S. PietTe RDbi.nau 
fi Florid> ond All<lm<T Gcncnl P>ul Proact 
• Colondo ,. W<loomcd wirh apa:bl .... ......... 

Jodi< Joo<ph G. Wolber, achna cl>.limw> cl 
rk ... N<w Jaa<y (#nm- Oft 1-
CoOpcnrioo, pruidcd in the - cl a-. 
.,. Ridw-cl Harubomc. He was obly aided 

br - Hcruy Parkman, ''· per""""" dWnoon ol rh< ConrCJ'<IICC, C..cmor !Wold 
G. Hallman opokc on borh day• and wdcom<d 
lbc ddcplct to Ntw Jmci• '"Little White 
Kooic," the: Cow:rnot'a aummer (O(tl,gt: '11 Scoa 
Gin. 

a.ntersotc aaion from the: u&)c of the ccor» 
miJt. The dfon ol lbc compact i• cCIJWoU'd lhc 
R'Qintc:nan« o( a reuomblc Rand~rd .A labor 
in a compcticiv(' ma.rkct. 

'1'hi.s ol cour.tc d()('t not Dkln chit comprt'­
tion is to be eliminated nor Jpttilic. rcpl~tion 
impoacd, U it wac a choia lxtwccn unfcucrcd 
compttiti.on with all ol its CauJu and detailed 
regulation by pcrnmcnr, ~ (or Ol'lc, would be 
for <om:pcticion. Tbt pcopoul d mcrdy 10 61 
alnd, • pbn< b<Jow wb>Cb cond•ioat ol bbor 
tlull- be .no-! ro bU., the raulr ol ._ 
~_., ••• The compoa •"""""' 
as 1. dcrict: which will cnab&r: a IJOIIP of .c:atct 
~ • f>irly wdJ dc6ncd compdirm 
~ ..... ., f......W. . - policy 
for dalirra wirh roxh - prd>kw u 
wagcsond hours." Mitt,...._ .. tp<Ui .. cl the Ollalpocl .. 
mirUmum ... ..., alradr ...r.ro ond in dl«~ 
in twO lt1llet, clarimd tbt" poNtioo ol. the com­
pact and tbc intenwc commistion which ill 
tStJbl Uhes. 

"h ahou.ld be noccd th~c the prc:tent comp;Kt 
d«S 001 (St:tbfuh new 1tandarcb but nthct tt­
tc:mpts to bring a (.up number 0£ S(UI.CI intO 
agr«mcm on .nncbrda lh:lt ha\'e already bttn 
made dfc:aive in certain o£ lhe .Utn •••• 1m 
powers of the Commitsion arc conJincd to in­
vcstiguions. rccoouncnd.tt.~C~Nt and publitacioa 
cl iu 6ndinp.. 

O>Rdr.bor 
c-+ T-ebhor....t the dctadt ol 

the ~ duld bbot - whtrb "lot· 
btrlt ~ cl duld=- 16,..,."' 
• in ..... u&<taro., aod ........ other _.. 
6od ""ployma>u; ....,. - II 10 buo 
ardowcmplormc:ntsi miaonundtr l81Amano­
brturir>& ond other qxa&od cmployn>cftu be. 
rwcm 10 P.M. ond 6 A.M.; monon uada IUot 
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..... .._ ..,be boon per dar. fcnr boon per 
wtdt aad ,.. days per w..S. M-. UDder IS 
"""'luV< ...... -oka<a.· 

Mt. Tone. no«d thl• in adcbtioft 10 the furu.-c 
v..Juc of the oompi(U u working i..ruuummts 
ol pcmmtnt. '"the cducatiorW ,-,Ju.: t:J tbeK 
c-ompact conleft'l..:tt it worth many Lima what 
tb< mmins• have alrtady «* 01 will cost the 
gotremrntntJ o( the IUitt:s i.n tht future. .. 

Gro~o~p nl.Mdnp 

A(tr.r the lmtoductory JJ)CC(bes tbe con­
lcrtn« wu divklcd Into IC(Uons on cbikllahor, 
mlnimum wagct, houn or Ia bot, and pu!IW)Cnt 
Of1J;u1iution. Considerable ditcuJSion ptttc.'dcd 
adoption ol chc r<p«IJ ol ch"' JC<tiocu by chc 
gtnt:ral coolacn«. lt w.u rccommmdcd that 
tae.LfiaUon ol the minUnum w;agc 1nd dilld 
bbo< '""'~*" I>< Wf<d on chc .-.rious ....,. 
aad tlul the boon ol bbo< '""'""" "' ....,...j 
I« lurchtt- PbN fO< ....-... , 
a JIUmant~K orpruuoon WU'C ciUc:uucd * 
appoml. 

Ddcpl<t .. tend ... chc ~""""'< ;..dadcd: 
P.ul P. "-· A- Gcncnl, Cokndo; 
Jtoral Mtfttt, IXpuiJ Commiuiona « l...abor-, 
Conncc.t.ICUC; Jottph M. Tone. Commissioner ti 
Labot, Conn«eicut; H. P. Young, DitcaOr, 
Scatc Employment Sc::rvice. Dcbwarc. 

S. Pian Roblncau. Mcmbc:r, Floricb Houx 
o( Rcprttentatiw:s: Or. Peter Sw:mish. <llief, 
Divition ol St11llttic• and Rete~rcla, Dcpartmmt 
of Llbot, lllindt: Thomas Dorgan, Member, 
Ma.uachuKtts HOU.K o£ Rcprar:nt:uivcs; Ed­
ward J. Ktlly, Member, M.aS$aC.hUJc:ttJ Howe oi 
Rcptucntativu; Jama P. Meehan, Member, 
Muachutc.tta SeNate; Henry Pulcma.n. Jr .. 
Ch.ai.mun. Matue:hu.wru Commiaion on l..abot 
C...pocth 

MilT £. Cnoun, OVutat ol Employ......, 
-o; Robert P. e..,Jum, a..irnun, New 
... ...,....,. .......... Lobar c...p.c, c....m;.. 
-; W. J, Ello, Conuoousiona, D<panmau <i 
........... aad A,_;a. New Jcrxy; S. !W>­
q Lop, Mcmlou, New J<r!<'f Snw.: Q:m. 
...... .., .......... Caop<ntioa; Stqob<n J. 
Lootn&. Caurut~ New J<n<'f Oqoan._, ol 
Lobar; J. H. Tlu)'<r Mamn, New Jcrxy SC.tc 

Tu Q>a>mo-; Joo<pl> C. P.ul, a....­
Ncw Jcn<r Hoot< Com .......... _c.. 
opnt-; Jolin 1\-'o, New Jcrxy Dqooq 
,_.,,.._. ol Lobar; JOOI!'Io c. w ..... 
Joda< ol chc CU<u• Cowt, New Jcn<r, ""' 
O...itman. New Jcncy Comnus:s.ion Oft )tltcf. 
ate CoOpcn.tion i E. B. Pauon. Di.rtruw, ~mi. 
sion of Statistia and ln(ornut.ion. Depa.nmmt 
ol Lobar, New York. 

Fm.knc.k L. Zimrm:rnun, Member, N~ 
YO<k AJ><mbly; A. L Flctehcr, NO<ch C...U.. 
Commi.nionu o( Labof ; Edgu W, Uri II, CUd, 
Factory and Building lntpect,ion, Dcprutmau: 
o( Lndwtti:ll Rclationt, OMoi Keith Lawrence. 
Member, Ohio Senate Commiucc on ltllmcatc 
CoOpcnt~n; John 0. Lowery, Member, Olaio 
Smatc: Cocnmi.tt« on lntmtotte C"..oopenrioe; 
J. Freer B<u..,a, Spc;o.ltcr, Ob10 Howe ol ~ 
rcxntoriV<>; Ela.b<th S. Jobn- Racvdo 
Atww>~ Oqoortmcnt ol Lobar aad .......,, 
Puwy ....... ; Dr. J. £. Schcdllc, Soacuoyaf 
Wdbr<, Puwrl...,..; c-.. E. Ilia<. r.. 
f.- oE Eoonomoa, llrowo Ullivcnar, Rllodc 
l.w.l; 'l'boma> P. McH•P, Mcmlou Rllodc 
bW>d Howe ol Rcprucnwovu; L "'-" 
Walling, Rhode bland Director ol Labar; F. 
C. Aullin, llctU<d Member, V o:nntoN lntmtJit 
Lobar C...po<~ Comm.,....; C. H. !:>.y,"""" 
bcr, Vermont lntmcate Labor Compta ec­
mission; Arthur W. Pcxh, Chairman, VUUIOIII 
lme:rtcate Labot Compact Cocnmiu:ion; Ta,.. 
lor Frye, Auinant to Jndwcrial CommiS$ioa. 
Wi.Kont:in; Voyta Wrubctoz.. Chairm1n, llllfm­
tri.aJ Commiuion, WitcoJuin. 

EXTRA lNNINGS 
tlwrrpJ- .n.ftrJ~ .. tM Lttpu..or-' LHrar 

il r•,WI1 ~r..-1 fO • cioN. 

T 
... """'"'" o( M>uachwcttJ aad w ... 
c:oruin an llill taking lhc:ir regular tumJ 

11. bu, bavina been in ~ &incc arly 
JaDIW'J'• STATII Govuw~~eutr't Mauac.huxtts 
agate proph«~ tNt a ICfiet ol homerum wlll 
probably soon end che WU8JJie (or the Bay 
Stltm. 

Alib:ama, whose ConJtitution caiiJ (or only 
Ol'lt fd·toevery (our yan, needs more chan the 
onli.nvy imOUnl ol "'w:arm-up'' to work out 
kiob and to dc•ix a tyttcm. Convenina fine 
.., J,...., 3, "~'<""'• d•r wu oebedul<d fO< 
April Jl. Falling intO a tlump,. the lep.Uton ad­
journ<d "'JulyiO, to ......,mblc: about Julr JO. 

l<bloo aad ........... lu•c alrcody lftdula<d 
iD thort, ~ ahibitiotu., a.nd TenntWtt 
looo bca> coiofiog a opcaal_.,. an« July 15. 
Cloooop .. tbc lqulau.. ....... p follow: 

No.•m•r 
RqJ.Sm*u C~: w~~1.J,..,.: 
M=ch,_,. January 2 July .lO 
W'-.in , •• ..,. 9 
$~ S,IJJOfl: 

Taon-. Julyl5 

R~t111 tNI}Otii'IIM~II 

lttt"'' &sh4rrs: ,u,.,.,.rJ: 
Al.ob.ou July 10 
S/'«UU Sm~'l: 
lcbloo July 10 

Julr 8 

c.,. ,.,,~": 

April Jll' 

July 8 
July 1 

IS$ 

HAROLD M. GROVES 
Mnabn of dw -J of M ... ,.., of 1M 

A...nc- Lqif~MON' A •~ 

M .uJUOS, Wuc:onu it: bk:uocl WN.h the 
state u.nJ\'a'At)' on one tul~ the .we 
a pitol on anotbtt. l'b.at proximicy b 

more rhu cuually gtogr~phit. Much ol WU. 
conUn'• c:mincnc:c in 
.Ute lc:a:iJbtive afl'tin 
i.chargeabk to a dOle', 
cordi:~ I, univmity<ap­
itol rcbcimuhip. and 
many ol WiJconsi.n's 
mo&t f:amnl citiu:ns 
hive sca l ed bocb 
he;gh ......... chc pro. 

""""" poilu """' ,_ by chc ~.AU 

"""' Alana t1oac """"' 
went Harold M. 
c._6nttOchc­

'I'Cnity, wb<r< he "'tcrlanlcd P1U lieu Kaj>po 
~ wUh tcxlwoJ. T""""" o/1 hio 
Ph.D. dqttt, in 1921, Wltb a yat in tht bw 
tcboolu HarTatd, he"""""' to chc unlvcnitr 
.. M>d'- and • .,...x ..... o~~;p .. chc deport· 
mcnt ol ccooomia. Thus, unqu.ali6ccHy and 
unrcscn•cdly, can be be l;lbelcd, "'Harold M. 
Groves, Brain Tnucer," a xriou• indictment in 
this year of grxe, 193S. 

Into public trtrvl.ee 

Dropping hiJ guard a xcond tlmc, ln 1930. 
Or. Gro.u bmtnc a member of the General 
AJ.tt:mbly ci Wisconsin. apo~lng htl'llJClf co 
IUCh allqcdly bumorow barb:t at tte ditmN 
" all lqisbton by t'- errant kolPu ol chc 
~aad_......_ ... .,.faad 
with doc """""" ol filluo& chew cl.ulr """ I« 
dw cJaay t..cad. 

Mtmbcr U the Suet Tas Com in 
19.12-l3, aad d«tod ............... the &b ol 
1911, Dr. c ....... .........., quoct. -"". aad 
cc:rt:aiAJr no nbid ndic:a~ c:onbD_. co ttmpe 
rhooc who r.,.. br char lino about men m chc 
poblio:.,.. 
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BEYOND OUR BORDERS 
l.cilntul ill• fh--., •I rlw ~ o/J4W(nl•aat Jr(I!M I• ..J ..,... 

Penal titt d~ The quntiOft at01c afet tlw po.v 

T
u~ .oeio-m:rationat side ci Amcrao o£ I he: Dominion Government to ruify t'On'fG. 

prUon life: hu olten been bmpoon& doru wbk:b might :.llc« the leg:bbtivc ft&bts 
Tbc .,,.. INI,.......Danocrnon. jolkc., 01 ol cht provin«s. Over the bid bmmeatbl 

so., s..g.-;. piauml ., a cmy <OUIIU}' dub, ...S pn>C..U clcboo< wbo b....d pma-loo 
whte:h our pa.mpmd publil:: mazt.ia vt btbe ehc JWO'I'inca in kgisbti~ IDllb::n.lhr ..-. 

to la"W"c_ to wb.ich ehcy c:aaulr mum. tioN wttt: ratikd. 
Italy P"tJPOkS co atrcngthm such lthool Jpirit Wtth the pclrtKip;~.tioo ol the Unittd bait 

00 a lcgitinutcly tOU.nd basis. Spccbl wd!art dw: lntt'rnation21! Labor Offtcr:, Jimil:u quciCJOOI 

rouncih arc bdng altl~Cbcd toaimir13.l couru to may ari.c: in thi.s «<Unlt)' co add mocha wb;a:a 
a.t tn the rdUttl ol oooricb cos fl0f1D11l iftdus.. co eoft~ on feckr.tt..catc rdation~ 

trbl Wf. Sf mrtiltnWll in the: wdbn bc:ad- - --
quartcn Jeer W «~mpktion tl their ~~ Wage dlfftrt:ntiab 

former prbonus INJ ~~ ~~~ trJinina A ltoony Pfobkm, not yet sati.sbctofil·y dft'd 

and ~idance. in thlt coumry, bru ariJcn in attcrnpcing ~., 

Am1t1.ntt U abo ai't(tl to tb(' brrulitt ol (00-- ~nata £or~ unemployed wbo :uc en,~ 

viru bach durillgeht.r tt:rmS and cktriQa thOr in •'Ofk rc:litf projccu. Tbc:rc arc INDJ' .,_. 

~po. To comP<tt do< rdul>iW- bitiba:tio<tCgl<.uncbtd,..,;f....,wop;lk 

cion, cmpkrymcftc it (ound (or ~ indinchaa!s doubk .ttandml. nontwouch « ~ 
u clw:y kavc ptiton or 1raining hcadquutfJS. Othc:r tcbcma arc mggntal, boc.h in~ 

So 1night the Futkt (don cuily become JCnti· wbh l"lblic works :and with lhc :tppr<lldaillc 

mtntaUy atUidlcd to bi1 partieulu prilelftt :alter teeial ICCUritr program. 
gndu.aboo.. New Zt.alaod Jw dcviJcd a fout.W<lf .,. 

--- dill.-;.11«- ... - t m;J. .. ... r. 
Botu• boo us '-•"ll ,.gras;..., ot<kr: (I) in chc_lcu ..... 

Tl) cmp&oym who hire wotbtl ":gij(cftd in urban ccntcno (2) in KCOndarr Clhd: (J) • 

1he j)ublic: c:mplO)'nlcnt oftitt, f rantt J>aY• a 1mallcr towm; ;1nd (4) in run.l art':IS. 

bonu~ Assid .... ~y ule-guu<lcd, the !UbPdy 

""'" poOIW>kathctotol oumba cl....,..,.... 
........, do< • ...,... oumba cmploy<d by do< 
tnda¥id~l Ott corpotXIOn JD.Ihc Atnc Q\Wt.U of. 
the pttecding yQr and in the prc:c«hns qumcr 
ol 1hc #Rk y~r. Nor an the numb« of tt'RU. 
lat WOrkers be .tm~Ur:r t.bao the number foe 
- do< bon., u pold. To chc npublic. chc 
bonus u ~ • ml.f DOl uttul me 
.,....._ .m;:h ..... ld h>ft bc<n poOl ~ m. 
cmploytt had COtlfinu~ co ttquue audtan«. 

DomlnJon owr provlnoet 

A rt«ftl dtbate cl chc Conadlan Patl.ama>t 
.... nnkotioool- _t_. ....... 
Conftrt:att «''nftntiiOftl,. turned info " spirCrd 

MINNEAPOLIS TRIBUNE 
A t«ftl Hrtoritll ~~ dw T ~ lnWM eo..cl. 

T
H• problem ol taulioa, DX unlike tbt 
,:mrrJ b toCilClhina of• local iuut. v ct in 
tht WI)( JCIUoC that tbr: tari.ff nUe. mofC 

W. a local ptd>lt:m. "' arc the problmu which 
......,od ...,. ...s theW ...u.a;... -. tlwt 

toal It io ......... cl chc """Y-ticlcd chancut 
« 111e tu qur:ttioa thu a com.mi.ssioo NCb u 
the..,, j1111 •ppoioted by chc Cou001 cl State 
GOttnuoo'u e2n prootc uttful. 

c .. , .... OOOIIIICil 

1\io -m;,;, ;, fO be made •P cl cipt 
.,..,......; ... cl chc Ioden!..,..,...,.... a lllu 
muabcr ttptamtioa the .uec goyttnmenll and 
afiOI.hu dght.lht city and county sovcrnmcnu. 
ffi ~ wMcb it co act at a Tu Re­
..._ Council. will m to dimiD,ate lU coo-

... _.,. *"""""' ancl - 10 do­
liaDM cbolc tuoaioru which arc bar per· 
for""" bt the lcdenl I!O"'•mcot and t'­
wflicb would be handled to the bat adva.ncagc 
by the •ata and tbdr Jubdiw~ One ol the 
n poblam whC it._, ....xrukea by the 

eoa.:il• eocb:rminc whd ~ &tt 

"*to eolk<t putitubt wa .... dlcar.dy. 
Thio pb:ue cl the pn>blcm cl tanrinn u .,.. 

quadon•blr one of gJOwina: mtponance. Fed· 
ual. Uk, and local JOYCfru:Dd'LU are now 
~~ tua C1D tM UfD( ittms: ud each lltU 

~ to iu OWD NJa; Jc.ryiQa taUt at 
...,.... nco. A w: on the ale: r.l pdtnc it. 
oolktt<d ... only by t.be lcdenl SO"aftlntlll 

a"Cl by 111 the a t« but alto bJ 10n'c local 
-Cia. The c:oMuioo, m. dil6cultict cl 
""--~ ancl the premhua beioa pbad ... 
...... ......... ~-this~ 
tracm arc ab¥icw., 

A vuy timllar a:pr:ricnce t. bcina rcpc:atcd '-' 
1bc We of the income tu. MOll of the ttatcs 

ha ... - Je-d do< lcdu>l .............. 
Lc<rying a tU upoo iaa:lmet and tbcR: i.t ~ 
calk of city ii'ICOCl'l( tua in .omc ICClioN of the 
CICIUtiU'J· An inc:reuina ni.IGibcr « .wa m 
abo ..w.., ... cl the..tc. tuancl do<­
U. rara...S """priono addo-,.,.,...., 
dcm= ...... badly ... ,..:...~.,._ cl .... 
arioa. 
nit tometbing IPSifi»Chl.ng l:ni£ormit·y 

.t.outd be bt..,pt to this •Y•""" ...s that the 

.. ...uppioc cl l<ries be """""' ............ . 
-'<lhebiplyd<oinblt. v .. - ... ,.... 

"" ton. cl ............ thew """""' ... he 
,..t;ud ""' olowly ...s dw ... ,, W..gll m. 
intellige-nt coOperation ol (cdcra~ ttatt. 1M 
kx:aJ govunmcnu.. 

~ph.. 

As>y _......... dw ..... "" 10 ...u tlYI 
toOpentioft dlcctPdy poooibk io ~ .. 
impotu.m ttnice. Y ct the bet rt:.aW.ra dult the 
lxk ol u.niforrnii·J in ou.r u:dna •r-em ia cnly 
ooc: plwe cl the prd>km. We an ... only 

tuflcriAa - ... ....., ...,..;.. an: """' 
lD colk<t die ..... - cl ...... ""' abo boo 
""""m. ..... b<Utg te.icd ... tootugb. so ... 
plilymg tbe m<dlod cl tas eoltc.tion by 
«nttalir.ina ic. wouLd noc. ncc.euarily make tbe 
taxe1 UJ wkf to pay. Wbik it is hi&biJ fk. 
Jinl>le th>l-<firuud -an! timplily;., 

m. ....... - heanicd ..... k ........ 
he f..-aott<• dw this io only - upect cl • 
compla problem. 

Coapention. io aouy upect ol pcrn.mr:nl 

.. ,.,.,....," dioui>utcd her-= lcdcnl, 
...... ...s loa! ..... would .-lt .. dUiiaa 

""""""' ...s ....... cuily ..... - low· 
crui tu ktia ..0 no ckcta« bl tu¥ica pet· 

lonocd. 
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TN£ AMEIUCAN LEGISLATORS' ASSOCIATION 
• f=W wioc ()l6c.n: Dru.l A-... ,. ........ ~ m...1., 

,.,..,. 
'AI UHM I, I~:U:!U,f' ··­~,-·, 
1.\.Wt:l I C.UlHNOCit 

G-.'r:o. .. .-
I.O.J.II'' 1 WAib,.,'<*nt ... ,. ....... 

t:.-.... ,,. , .... , 

BOAIU> OF MANAGI!llS 

,_,. .. '" ,.,.,.., 
UI:H IU' ~.!~&AM, Ja, .. ""' ......... _ 

1110NAI \', ~Mrrll ,_ 
C'Moo.-,llri~ 

PLANNING BOARD 

_, 

GOVERNORS 
NnJftotN ..... tMJoi.&•of,ut~~h-n. 

Co-/~NKrl :rtw" mon1h cl Ju.nc ~gbt ~n liDJIO!U'U P~l of IO'UDOfL n.t-. 
raw.l (;o,Tf'ftON. Conlcrcfttt. hdd '~" yor ~t Biloxi. ~fu.stuippi. 'unr B. 14. and 1,, 11c. 
tniCIC'd lt)()ft th.an cwa"~t)' olchc 4:hid' acaJiiva oi the aaceL Ably ~nnrd ~· Uoa. 
Cary A. Hardee, fc>rmc:r CO\<ttnor ci FLorida and Sccn:wy of the Conlttro« """ HI.!S, 
1ht mecring w~• tnlcrc~11RJl and lnttrunh't:. 

l>r~rr•ng from 11 J)r«tdtm el thc Gov<TOOrs" Coo!crc:nc:t', moluttQ~u wac IRirt ll.hKC',I 
~ dais mt<-1in1J. GO\'C'fnot' Ehringbaus dre-w up ll tnea)UJ'c tonUlktnlir•g the (OOr..c til 
Pmidem ROOK\'dt arki iC'IUkri~tg llim the co0JlCl'3lion d the gov«nors. h Will 1111loJ)It'\l 
wid~u :a lllncnling vote, at 1hc- conduding &~::s.sioo.. A IUO!ution JlfOCotin~t attJhut lht 
u~mfn al the adn,inlilrlllion o( wodc-rclief fund.s {rom state :authontia to rroual tljt("l~ 
ciu w:.s introdu«J by CO'Innot F'itzgu:~ld of Michig:an, but w;n tabkd by u \'!lllc ell 
thirt«n to thr«. 

Cov(JJ)(Ir1 T:.lnt;Kige anti Nu:e launched an :w.J.ult on~~ NRA but W(" outnumbcmt 
by Ccwcrnors McNutt, Shohz. Grav(S, :md Johnston wbo defcnd«<lhc pQhnn <II cl~ IC\t 
ual pcrttMCnt and the: fundllme:ncotl pnnctplct ol the Notti(JIL;Il R«<'o'try Act, rn:om 
IIIIC'Ddmg thoac thctc pnnctplo be tctot~ by su.tc actioo. duough ancnautc COOIJ»Cb. 

Tluougb tWpCruion ol the ruk whim probibib a:JI accpe mcmbm from ~nit 
dK Coof.,..,.., M"' Elhd ~l )<>~>...,_ Scmtur of chc New H.unp<lurc Cooun..- '"' 
lntcnUCc Labor Comp;acu. .. rn«\1 the: JUIC O«UUl\'d. M.w; ~ Nllhnt\1 dw WC 
el comparu ift Amcr..an biaory, aftd MCfUd tb a m«c dlcrurT'C' .tapuc.- cl tile 
campaa dc-v'u u chc .afa1, thana~ roucc ovc ol. chc di.lcmaul tcM~tt..,.from dwd«_.. 
J. chr Supranc: Coun '" the Sc:htc:hccr ~ 

GO'\'C'f'ftCW ~tc.Nuu ol lnduM w;u ~katd duirawl tithe CU'OilJVt: comnutt« J 
tbt oonfttmc'~t, wtth ~trnOI"' t-lonw:r, Landon,~and Nitw;('()llllplcclftitMnxm­
bcnhip cl the conuniUc:c. h WAS announoed due no COO\'ctuion nty w1ll be ~at (c. 
tbc nat mteting unltl it iJ kOO\'I•n "'l.ue the natiocuJ nonun.u.tng Ctll'l\-cnttotu ci1Yf6 
wtU be hdtl. 

s .. J,tiJ .,., 8UI(oiJ.: An Ulni.\Ulll mu:nion oeturrtd in ~li!omi:a dunnlt the Lut lot'• 
»on .,.,hen, lor IC'ttr~ l tl:lys, CO\·crnot Mcrn:a111 rcfwai to ,.ign tltc )lli iC. bull~cc unul 
:h.IC\lU:IIe I.U l.awa were paned. un.ter the C:alifclmi:l.l:aW,(IIhet :lj)J)fOIIIiouiofl b•llt Cillllll•l 
be aJO(llcd \1111 11 the "-ldRC'I hat bctomc Jaw. Mean lime., the pcYiod l« JKIYIII(111 of ).!Ill• 

ncs to lcgisbiOfl cXJ>ircd, and the tempcor:aluk' btg;an co c.limb in Sx:r.amcnto. UudJC<h 
:and billfollb wd'e JOOil n:plcni.th.:d. 

Crlmt-: GO\·c.rnor Curley cJ Ma\PfhUSCtlt h2s signed ~ btU nulung tl poutbk lor~ 
iud~ to JCntcncc to lalc •mrrOOnmcnt a prnoo cooviaal olrhc alkg;&.l ~ Cll :. 
mxlunc gun. 

Go.crnot Fd~gcnkl ol ~hdup aai:ud bu.Mgrururctotc"'·cral:al'ltKtlmcb.lbp;aw.J 
br dac M.ch•po kpbtutc. It ,. now nun..btory tbx .JII~A«~Uta ollbtc •ppotral c. 
Ulltlons an MdJPn be Man rnnccd. Pt'rtON C'Oft0crcd Cll 10 c.nmn :a~c JUbt«t w 
llllft'lcdwc C:OR\INtiOft br Pl)chutrllib :and pbJwwns belen (OINnltmrnt 1o .&nJ '"" .. 
tubon. A gomcnl nubhng act l01 the~- ol V.amuu ran* agtmntft~.t •~ ....... 
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All,.'(, t•U VOl... t NO. 'J 

STATE GOVERNMENT 
1UO A 't'IAJI 

TAX TRINlTY 
n~ T .x Rf'tl#lo.. Cow~td/ h • johu ~6wt of /t'Jt't.l, ;.t•l~ • • ,.tlloc"' Jtwn-.mr•ts 

to tlntlop mft1111J for p,.plifr'"l .,., lrflrMor~iti"l Am~riu" I•K syflt•s. 

O
~ll Ql the IMtt im1>0rtam dr\·c:~pmt:nts A gtUUII ol atu:1lly ~ighty a.x au1horidtJ 
in t.IK Ammc:~n 'dcnc~t o( go,·crruncm h:n l>ctn dcsigNtcd by the lnt«stuc: Com­
occurred wl1cn rhc: -.·u Rt'vUion Coun- rruulon on Contl-cring T.aprion to 1pQk (or 

<it hciJ iu lint tntcung tn W~shmgton, ju.nt' the rnccrntJ ol the st:llc-.s. Tbc luc. iodudn 
6-8. hptrxfttoUt'I'U ol chc (ftknl p ·c:rnmcnt,. Hon. Wtll..am ft. fklkrup ol KCRtudt:r, Pmi· 
J. drtc tDk P'tffUt'IC'ftll. a.nd oJ the loe1l g<w• de-nt o/.rbc Anwnc:m l..qiibun' AJII«iJ!t.on: 
~ mn 110grthtr co wotk <uc 2n incc-o Scn..ator Sobwy C. MMd.. CustmaD ol dat' 
V*d us provam few Ameria'• one fecknl. J'c-w York Stouc-~ (or .R.cTdloft of 
_,..._ IUit'. and 17'SIX» ioe2l uniu. For tht Tu Lnn: lion. H.mry F. LoQg, Comm. 
drr 6nt hiDt U\ our httrOfT 1hc chr~ee la"Cb o( »0nn ol Corpnu011.t md TnWon in M.au. 
P'O"Dmml anrriotr<\t .a ~tr~n anempt 10 work t:hu~m; lion. M.atk Gr;1Ya., Praidmt Cllrhc 
WI that fOIRI flt'd•lctns through ;oint cnda.\w. New York Se;~rc T~'( Comm~; Snur~ 

Fo.im.l mcn'bcr• olthb Jigni6cant new or- G~Jrgt" WGOllw.ard, O•a~rm:~n .:A rbc Ptnru)l• 
SUIIUIMlrl uc dr;awn (rom ch~ nujor tou.rces \'at1 i.1 Scn:~.rc Coc•uuiU« on lntcnut~ Co0jld11• 
<1 (t&er:IJ tax JIOIIcy- ll'c 'l'rf::IJUJ)' [)r(panmcnt, rtc.n: Hoi\, Hem)' W, Toll of Colc~tado, E.xccu· 
>~nd <onsrnsion.al comrnill«s on finance:. In tiv(' OiiC'<tor o( 1bc Council ol Sbtc Go\'Crn· 
~m to Scncc.try Morgcnrh:au.. chty lncludt menu: J lon. C. H. Monmcu. Sbtc Tn Com­
HoD. Hamoan Ol•phant, Oc:nc:r:d Couruc:l cl mmiOflO' ol V.rgi.nQo :tnd HM. C<orgc F. 
thrltettury,.md tlon.Gcor~ c. H.uf..l>u'tt· Y.antlJ. formrt Spukcr and now a Membt:r ol 
.. ., Roanh md s..,,...,. ot IlK T=-r· IlK W.o>hollpft Howe olltqo<<Xn...r.... 
Scacor Px Huf'1:10ft. Clu.~trrun « tbc Scollc: 1..o;..J,1 JCO"TntntN • rqwflldllrcd br IDICICDIDCO 
F-.ccCoaam,utt. tloft. Robm L Dougbtc:.a. from 'Mti(M ruuon.al auori:mom cllrx;alc6-
~ flfthc 1.aowc Co«MMite« on \Va..,. ciala. 1M Ammc;an Municipal AWIO-al 
..S ~ Sauror W•llum H. K.ift& Cb.air-- an org.ana.ac.on « clx .Ute- loe.Jguts oi~~Nftier.. 
~of the-Saute Subcornmrtt« on Confticnn,g ~llliiMI-4• rt'flft1l"''td m the Counal br M.II)'Ot 
~lVttoA.Ii.on. Fred M. Vmton. Qa.innan d DaniCI W, ll01n ol ~iltw~uk«. l1tr UrUto.l 

fioutt Subcotnnurttt on ConRiaing Tan· St011t1 Con(c:tC'ftt't ol ~b)'Cn (cilia o•;cr 50. 
~nd ~~on. l.o\t ll H. Putker, Chid' o£ s~ll OX>) hu appOIIIItlt Controller t..ronard s. Lc:a\•y 

1 
, Jom1 Cotnmiucc: on Internal Rc:\'CO\IC ol &In f':'nrnd~o~ 1'hc lntnruli.cNI Drr Mul\ll• 

I.Util~n,<omPfbc rhccongrc:uia.n:rl (OOiingcnt. gm· AuocuttOn h;u .ckct«< City ,\bn.agct 
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... 
C. A. O,·lucn .t Cinaonau " ;., «pra<nQo 
tift:. PrcAdma Kenncdl J, McOtntn cl 1bt 
Dnrou Board of AlilcUClrs it to rC'pmc:nt the 
vkwt ol rhc l'rbtiocul A.uocMtioo ol Tax A,. 
kJ&ing Offitc:n. whik Cicy AOOitor Ch:a.rkt J. 
Fox ol Rc.foo it ro be a par1lc:iJ)olnt throogh 
llppoitu~nent by 1hc: Mu.nidpal f'inantc Olfi. 

ccn' Auoduion. 
Lao ...,. • ....s. but 

no b ably rtptacnt. 
.... ;. nnl locoJ p 
c:rftaac1:11wlldn• 
tUttd ol om ' ..... 
t.,.cbtmcmbmloipoo 
cbt C'ouotil .t Hao. 
Gur Ooy •naaon, 
C'ounor Juds< ol Cbt· 
JOP County and Mcm· 
l:w:'r ol chc Slate Pl~n. 
ning Bo.trd ol OrC'IJ'OO: 

.hl.l....,. C. ,tlout /dc County Cktk llfid At-
.-uor f. K. Wartmcin 

ol Muion Coun1y. Kanw; and OUtricc Anor­
nq Otis Milltt ol Anton, Tc:xour. f«tocr Prt'A. 
dmt.t tl>e 0>omrr ,.....,. ~;.,;,. .t Tau. 

o.a-.t <ool<ml<b .. """"" ·- .... 
...... dOl""" Indo .. ..,..._... ....... -
bdOK. ........... r .... ...._ <>llaoodoooa 
............ "'-!..Oe""""' ................... 
lrm. 11k bJb cl tbc Tn Rnu.on Councd 
arc bum OR mau~te ~tot)' work by cbt 
Tmkttf Otpartmeat of tbc from.! P'Uft• 
n)Cnt, by rf•c Congrmion:ti Joint Comrmu~ on 
lnt<'f~l Jttvnnac T;u:arion, and by ell( lniC'r· 
Mille Conunis~ on Coolliccing Taxat&oo. 

T n>uuf1 .rudy 
11loC Trwury. ~~ tbc rtq\IQt ol. Pro.dc:nt 

llooln-dc, tw. lilndr:rrUm a broad teudy ol d~or .,..,..... .. ....a.m..a - n.. ..... , 
will II<_.,. adcd t.,. m. .......... ""'""' 
"' til< T,ca..,. lib ...t br m. •IIlLa "'* 
Ia• rca< br cbt T=-r obi! oac1c cbt ..._. 
- .. 0... """' v .... 

A.mona tbt eomprcbaui~ itl.ldia ~apon 
which rbe Tu Rn-Won Couna.l w,JJ be: aWe: to 
bax iu work u the ptditnuury rtpon "' cbc 
Subeommmtt on Conllictans Taudon o( the 

Howr Ccmmintt on W •r• and Matte, tl\irl 
appeared ~ly in l9l3. Rrprac:nt;alnc Frtd ll 
Vinton tA Kc:nwd:y it rhc eh:ainm.n d tb

1 tubcommittee, and Mr. Lovtll 1-t. h rku 
1 Chid of Sblf. The «'pott b 111 .-..ld,i( factual 

~mnury of ft<k:u l and tr.ate llulioo, AJ, 
though ic doa noc oRcr .tUBiUC*olu or IUCifl. 

rnencb~ it U ol gmt impon.:antt ~the: Ire 
dfOrt fO "" tbt DJilionaltu 11JiktD • :a ,.... 
pktc pictur<. Til< l"'iog <>I tl>e d""- ..., 
tua mel tbt inlCII'matioa llbouc tu ~ 

..... - this """" • _......... .. -~ (Q< ...ten.. .. cooBatt.oa ..... _ 16. 
Putter. ""' 1w abo """" ....m ., 
rcparu inehJding &he- rtemt s.,.""? of tir 
Britis4 T u Sylkffl and /«0~ Tu ,. c-.4. 

~e commu.lon 
Rackn tl Sr11n GOY'lllXMl.HT :.rc t~lrudr .Ko 

quainttd with tbc c:artlul W'Ofll of the fMct• 

state Commission on ConJI~tting T:tuuoo. a 
ol tM Fita t1.nd Second lntmcatc A•mbba 
wbic:h *POCU«cd tht' work olthc C4ctw..-. 
fn the twenty~ mc:mtht 11n« au orpttW­
,..., m Fdoruaty. 19JJ, cbt c.mn.- t.. 
t.,.dm..t~obllm_op _ _. 
lnal mtttiQgf ol ... 
ained.•omctimtt 
hated. dWnsPoo., U• 
rivai at a penccn;ting 
and rcuonablc pro.. 
gnm for dcalins with 
rruny tJ the bunknJ 
o( c:onR:icting ta.xation. 

Evt't')' R'IC'mbct of 
the Commbsion d 
tither a kpb tor wf.o 
ia xti~lr oonttmcd 
with tn albin, cw ll 
ttatc tax 6:iaL The: ,__,,. 1. Jhc-
mulba-lhold!< 
Ownmtt ±n w attacbd dw probktD .. ' 
brold aod praaica) r:n.mncr. h haJ ~ 
nit.ed. for cump&t, thac maantmanct fi .alit 
and loaJ fUeal m poruilullcy nc<nNI:JCd IUIIt 
and kaJ adminisuation ol «rUin tun. t«fl 
though purdy a::onomiot comidtra1ion• ~ 
IUJttCJt. cemraliudon ull<1'( Mlmi.AIJ1nclon 11'1 

STATE GOVI1~)1L'T .... 
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... STATE 0()\'EI.Slt~l 

The t!Unllooa-nag< pn>pOUl o1 :he Com- '""" lhc: dut"' wb;.h "" ... lifted 1oc1o., 
muPon""""'b.it a Tu Rcovuion Counal br rob. I. Fder.J..St•u Pl•"'"l C4NW,.IIIt't~ 
U.lhc:d-bat now beco acccpccd. rhc dn·dopmau ol a plan or platLt fOt ~ 

Ar cbt Jirsc mming of the Tu JtcYit:ion mring fedaal and Jtatc tu •r•truu; OQ 11114 
Council, on June 6-8. the following mcMbcn och cl puuing Judi pl.aru tnto dfect; •Dd 0'1 
11ucndcd: Mears. 8c.lkJup, Royl.ngton, Dough-- intquicics JUbjca: to prompc <Ormdc)ll, H.-. ..... c....... Hw, KinJI, Lcn~~o ~-~·~;a. 1-lMk c;,.,.., du;,, Mean. llcbr. 
McCArren. Morp.b:lu,. Motristcu, Ol•ph.ttu. Leavy, !..on& Olipbanc, and Pukcr. 
Pukct, Tol~ V"&QiQQ. Wark.Mua, Woodwvd, 2. S/;Ur.L«w/ Pl~ntJf.llll COMMI#tri""(M lk 
ud y..,.,. """"-' ol coa:plc« """""'"" dc-<iopmao< ol • MOdel ...... ,.. - 5 c 
Wttt o«md f:n:a die ~ r~ axt * 1oa.1 t.u ,__. .w. 
......:c COm-in« by Saurc:w K..,_ 1Q1 a rrponoo ,_.. _..tl 
wbo.....u..J dulhchad ..,_., ~ ............. ....a 
• w: tt"rititm ClCIUOCil as culy a. aata. HOft. C. H. Mcrri.ca. 
1911. A timau CO<di.l ......,. du""-: M-.. florm-Fto, 
(rom the Houx Committee on MiUcr, WaricnM, and Wood. 
W1yl aod Mc:.aru wu o4tttd bt ward. 
Jh:pmcntltiva Dovgbton :tnd 3. F~Jm11, St41t

1 
•nl ~ 

Vhuon. 11le buu urged JlfOmpc. FNMfionJ COMMlll«,-«t lilt al. 
new olattad: u a vial nc«aicy. location of govunmcntal fu.rKtX. 

On the motning ol Junt 7, Set- at:'rloo.l fcdc:nl, 111tc, .1tld loal 
ft't.ll}' Morgmtluu praau«J a panmc:nu. Hca. C. A. o,t. 
JWOP*d polq, do. lal ol wh:cb W.. chunma: """"' Hooo. 
lppr:Jott CIQ J»«U 111-148. Mc:w.t.. ~ OlapbaM. lad Yan~~~. 
Pm.u, Mutick, aod L.ont Pftl' c. "" ~.._,_ 4.. ~ s-w,c .. ,...,.. 
tta4cd tuCclllcllib tl tbc cnplt .appro.da 10 thtt M tbccollcttioo Gf£xu and cx.-.a. mp:a: 
,_..,lhc~lhc ........ C... .. ~ ... b .... ,__ 
-.., 0...$ , . .. T-ud tk No- U>d~ Hoa.c-,.C. Hw.-· 
'-' T .. ,.__ "'l''""cly. Od>cr man: M....._ Mua, M<CitKo, aad hob. 
mcrabm ol the CowxiJ protatal vJorKII.II v..:w. At adritOq' member, ol the b• n.amcd ~ 
poinll. A btu from Cicy Manai(f O,.l stta mitl.ce' there wcrc: appoin1al Mcun. A(anil 
pointed to the di'f'is.ion ol funWocu ol govern. Copcbnd, Sruan Rice, Mayne S. Howrud. tftd 
menc u the raJ Wlder-lyinJJ J~robkm and •us- John Willmon. 
aatN the potsibility ci ((lrutitut-1 rcviJion. Through thd(' IXImmi:U«I the Tu Rcvbioa 

Sccmary ol ~ Treasury Morgcntluu w.u Counci:l iJ to btgin itt W()tk, The tctlowoctt 
dreccd chtitmJA ol c.bc: Council. Scn:uor Mu. o1 the dif6c:ultics whieb ic it a&tcMpOI!ri : 
tick. Me vic~ Mt. Mceurm. ICCOnd llftOOth ouc c::annoc bt coo olc~tn tmplwbcd. .., 
vi«o<haltman, lftC! Mt. Henry W. Toll wu "'wh>t mUR ........ u, be a olow, onicrlr ,_. 
fW'DC'd RO'CDrf· ~kun. V'uuon., Cn~ and ccduft:. ic c:.m a.ilc ia tbc ~ 'f• 
OJ~ U.a:ldiboo IOtk-..... WUC .....,j ......... ~ ... .,......-·­~. dat ~ ~ T\c: cutt ·~ tu IJ'ItCIDo tk IUl'll Met puiJIOIC'f •• 
cl ,._,.. ............... '"" ... """"' .... Cauocil ..;u "'"' bca> amply Nllillcd. .-...... ollhc ........... oltt.Q-.... 
a....... )ofO<,.,.....·, - b inCiud<d 
witll cbc: tat ol hit adclma to the Tu JI.C"VIoNOft 

Countd wh.Q appcan ~hctc in th.it l•uc. 
At the altanoon tcJdoo an Fricby, June 7, 

cbc lollowifta comn)iucu wert te&c!tt«<, to pu~ 

' 
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1'ho principal contribution tbnt I abould ll..ko ~o make to :fOUl" dal1bent1ou 

on thio subJoct ia a defini t ion of tho basic problam. With t ho d4finition in 

cind wo aro ready to diYlda tho problem into ita llllJlY parte, and to.lte thom up 

in detail. 1'he b&sic problec, aa I aee it 1 io to be Just to tho tax-payer. 

Independent lov;rtne of taxoa by all of the vnrioua taxing authorities , w1 t hout 

duo conoidorntion for tho tax atructuro aa n whole , hns often rosul tod in 

unfair nnd uneconomic distribution of tho burden.. Thin ia unJust , and 

tbaroforo , nffectu tho vory foundAtions of t:overnment . It touchoa tho wolfnre 

of tba c1tizen in hin daily task of earnin& a livin,~. I think tho problom 

ohclul.d bo o.ppron.ched, with thia point of view, lluplicato taxea couao waato; 

but thnt is c detail. Tho grMter problem la to rcotoro oquilibrium in tho 

tax structure as a whole , in order , priiDill'ily1 tc; bo fa.ir and Just . 'l'ho 110s te 

is not ca l.Jzq)ortant co t:'le inJ'lStice. It 1a entirely poooiblo that we could 

cttnclc tho problcc of waste end aolvo it without romovin& injustice. If we 

conoidorod tho m ttor solol:~ frl.llll tho point llf v19'1t or t ho officiont tax 

t.l"tharor it would bocome n technical problem. You could BUI!IIIInrizo it no a 

quuGtion of how to got tho moot money with tho least expense. Stotad in those 

torma tho problolll of thiG domocratic govonunant wm:.J.d be no different fraa 

tbat or any nncient t)'J'&Dt . He h.'ld to raiao coney t•J support bia COV&l\IIIIGnt 

and he t ried to sot ao 1:111ch aa ho ex>uld w1 t h t ho len at poasible upenueo 

A consider-... blo part of the oppression which charactorhod t~ wna c direct 

rotrult of tnlc:\tion for r oYenue only, without rogv.rd to Juuticeo 

Wo lllllllt ..-ber that, to tha individ\U\l citilon, texas o.ra taxoo , an4 

tho.t it mlcoa no differonce to him which aeencx is 1110st at fault f or azrr 

inJWltico he auffora. b tax structure ehould bo aoun41 Md the ra8JICIIUilb1lltJ­

for mlcing 1t ao1 reate upon over:r part of our ccrro~t. lben ach teziQC 

nuthorit;y h cuidad anl;y by 1tn own t JIIJ.r,te uocla, 8114 lewiot r~a fll 
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the oxiotenco of idontic:nl or. similar taxoo imposed by othor goverrunont unite ; 

tbtl structure cam~ot be aound. 

!!'he problom of hen. to be fnir 1n le'V)'il'l6 t&xos 1a not eao:y, and perfection 

in out of tho question; but the very complexity of tho question ljl9lccc it 

noccsll(l.cy for ua to be otriving constantly ~oward perfection boeauso of tho 

ncve~nding drift in the opposite direction, 

lfo must be caro~tl to guard ag.inst injustlcoa cu• between acographic 

aoctions of tho country, as between coornoditics , and induotriea, no less than 

aa between individuals. An unjust diotribution of tho tax burden il!IDOdiatoly 

creatoR artificial obotacleG, and thoir diot urbinc influence io injected into 

tho econoodc lifo or tho nation. 

I think it wOUld ba a groot mistake , therefore , to think of our problom 

no 11m1 tod to the removnl of ouch administrative confli cts as now oxiat 

bot, een the Foderal , Stato , and local sovornments with respect to taxos. 

CertAin typoo of new taxon which hD.vo been ndoptod as er.10rgenc:y mooaures might 

well bo left to t hoir administrative difficulties, in tho hopo thD.t they will 

bo diocontlnuod, I t w•ruld be a ointnkc, in tlY opinion, to accopt as our.mnin 

}>roblom the task of onl.'inc it onaior t o collect and admini&tor oll tt\Xos . 

Ylvlt, then , shOUld bo our illtl\Odinte approach to t bD problomt 'fo my ao 

woll fOrf!GO n t the ou.taot , tho npprooch th'lt wou.ld disrocard tho historical 

dovelopmont of our puliticnl 1not1t ut1ono , nnd attempt to reanot our whole 

Ck.vernmont from top to bottom in such fashion thllt all eovcrnmontal !Unctiona 

va.Ud be redistri buted botwoon J'edoral , s t .. to , and loc:nl unite according to 

acme idoal pnttorn. The practical objocti:,n to sotting up such an 1dnal 

' :totem of taxntion, basod upon n thorOU(';h rocUutribution of all gOYo~tal 

t'unctione; 13 that wo would bo forced to apcmd thl\ roat of our lives coot­

Jilotill« the impoaa1b1l1t:y of putting it into etteot. fo be practical, in thia 
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connoctlon, we must do our utmont to correct grnve obuooa without ott~tine to 

rocnat our whol e mn.chlnOl"Jo 

On tl\a other hand , I don ' t boliov<l tho.t it wc.uld bo t:i!lc to /1)0 tn tho 

,1thor odromo; tlnt h , to l!lloke a list of nll of the Jpecific types o.nd caaea 

or confiicta and ovorl.o.ppinc, a.3d nttOiliPt to ~-.leo thoo up ooe by one. That 

typo cf piecemcol t1nkeritJG io very slow nnd rarely affective. Voreover , it 

i o oubject to the t\angcl' that &::Lch piecemool oolution, adopted without due 

rof Ut·ence to tundrunont1~l principles, might produce new inconniutenciou. .And 

n corioo of such pioceiDOil.l , solutions c•ruld enoily rooult in 3 'bAdly d.iatortod and 

unjust totnl tax str.1cture. 

'l'be best approach would bo tho fundamontnl one of considcritJG the entiro 

problem from tho st=dpoint o£ tho ind.ividool ~r. The firut step, in r:q 

opinion, is to J:lllke n cnrcrl\tl nurvey and nnnlyaio of tho total true otructure 

or tho countl·y to detormino juot hOlt tho burden of our t:overnml\ntal expenses 

iu now d.iotributed. Nol:t
1 

I w.Jl"J.J. note what proctlcnblo cl:Jangoa in tho 

c..abinod tax structure o! tho country w<l'.ll.d produce n oound and •ull·o oqui tnblo 

diot ribution of the totnl . b-.1rdon, In tho tllird plnce, I ,...,..ll.d concentrate 

UJ><ln n few import=t and workable csano ot' olimiMtin,; conflicts nnd overlapping 

in n mnnnor consistent with our an.'llyoia of whnt constitutes a fundal!lontell;r 

doairable true structure. i'1nnlly, bnvill{'; anivod at n few impol·tant poasib111-

t1oa which we know to l•o fundnmontally sound, wo cnn thon attOiliPt to put tbom 

into offeot , ~ch prcuoaaivo ate,j) that wo succood in achiovine o.lonr. thla 

lino wOUld not ba 3 cl)rnpromso t'Mt lllis}lt crooto now conflicts, but • ·Alld 

cc.aplato pnrt of our tnak:. lach t'un""'J,IlWintN. atop oomplotod would provide a 

otop~ing-etono to moko tho next pnrt of our program oa~ior to aohievo. 
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llhorovcr tho pro'blaru ha~ 'boon .~t tl\ckod in this mnnner r e:.>.l pro:;rocn has 

ro:Nltod. Sovarnl of the otntcn nro oxcollcnt oxumplo:s 'but I = moat faml.ll4%' 

d th whnt """ dono in U<n York Stl\to when ;!'ra:1klill D. RGO:Icvclt wnc Governor • 

.lt hla direction, tho probl em of oquolhln.:; the tnx lru.rtlon waa atudiod 'by 

OX)lor tn , nnd their ro1>orts aro runong tho moot vnlULl'blo wo havo on ihiB ett'bjocto 

In tho rural arooo of No" York Stnto , tax reforms of croat oooial, vnluo woro 

I"'~ illto effect , nnd romill aa 'bo.~con.-li5hts to direct our cO\U'SOo 

Jlr, Roor.ovol t ' u intel'cst i n thio prublom l~">o boon intonaifiod ulnco ho 

bocruno President o: tho United Stntoo. A.t b}a direc t i on tho 'l'ronoury in 

un<lorWti.na a now atudy of overlappinG trucoso Thin ':rill GttQplomont and Mrry 

!urthor the oxcollont '!'Ork -m tho problom of double taxnti.m dono 'by tho staff 

or t ho Joint CorJm~t too on ~~tion of tho Co~cso for tho Wayo nnd ~~a 

OVI,Iit t oo in 1932o 

In procooding 11lonc tho cow·oo I havo outlined , ruidod at ovo1·y stop by 

tho bnaic princlplo otfnirnoss , wo nboulcl bo c:.\rel'ul not to as&W'.IO tbnt thQ 

rovon•1o nocda or our vo.rious t;evor!VDont.ol unit:s 11r o. now fi.xod for nl::. time. 

Tl'nt aao1ll!lption t~Oulll load ua into now di:t':t'icultiooo 

Our attnck upon tho problol!l of conflictillg anll ovorlappinc tn.xo.tion must 

bo u~ basic that tho noluti~nu no nrrlvo nt nro oufficiontly flc~iblo to 

~r JVido for c~nc nooo\n. 

In tho coeo o:t' uomo taxoo , it in ontircl7 ponaiblo tbat ,.., ebnll find it 

dooirablo to rnnko n l'ir;id aopamtioa of oourcoo botwoon Fodoral1 Stnt o, o.nd 

l ocal eovornl'lOnts. In othor cnsoo, wo mir.,llt find th~t eortaill taxoo now lo'liod 

b¥ numorous 4;0V;)rt~Mntnl uni t o could bo boat adJ>inin toJ·O<I. b7 tho ;'odoral Oovo~ 

~n~, nnd tho procooda sh">rcd with tho s~~tos. It io nloo posai'blo ~bat tho 

o~ntoo might hnndlo certain of tho tnxoa rooro Mnil)' than the Fodornl Oovornmont. 
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It would be h1shl7 dealrable to center Cllllaicl.erable ottontillll\ upon the 

!>ri nclploa toot ohould ~;ovorn tho allOCAtion 01' auch rnonuoo 

In eoncluntan, I otroncly urge tl:at the toclmi~ details of ~therizlc1 

und ovon tho ooaontial mtter of supportin.s tho govornmont ~ bo conoicl.ered 

coc<mdl\r;r in importance in 7\/UX doliborotiona, and tlat first cono1demt1on 

bo c1von to tho vital quostlon of Juatico to the te.J>.paorar . 'l'hat cOW'oa 

cL."'IJil1!1oo tho task and leada <Uroctly to the aooJ.. 
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PEI£RAL RB8&iVB BAR 
OP 11BW YORK 

Date June 6 , 1~35. OFFICE OORRESPOWDERCB 

To CONFIDENTIAL PILES 

Fr om L. w. Knoke 

Subjeot TELEPHONE CONVERSATION WITH 

MR. CARIGUEL OF THE BAlfK OF PRAN01l. 

Mr. Cariguel oalled at 10 a. m, toda;r, and stated t her 

were having an eaa:r t~me today, total dollar salea amounting 

so tar to $3, 500, 000 onl.;r, 

He then reterred to the $S3,000,000 gold now held tor 

our aooount in Paria t or optional ah1pment to New York or to 

London and inquired whether be might aend this amount by two 

ateamera on June 7 and June 8 d1reot to New Yor k . I replied 

that I t hought the anawer would be 7ea but that I would have 

t o ohook back with Waah1ngton t1rat, At tho aame time I in­

quired whether auoh ah1~ont under preaent oond1tiona would 

b e all r~t f r om the1r viewpoint, oonaider1ng probable newa­

papor comment about t h e roaumpt1on ot gold ah1pmenta tram 

Parts . He said, "Abaolutel.,,• also that he would not hes~­

tate to send it. It Washington -s willing to have the gold 

oomo to Now York be would use the steamer New Yor k on June 7 

ond the ateamer Bremen on June 8, both blld.ng GerDan boata, 

He added that tor pol~t1oal reasons h e would ask the Guarant7 

Trus t Compan7 in Paria to etteot the ah1paenta as his agenta, 

Pol1t1call7 there were no new developments: ~etri 1a 

st111 tr71ng to t ol'la a a1D1str;r. Everybod;r bellned that 

ultimatel., Lebl'\m would have to aak Laval again to make 

another ettort. 

LWK:!CJI: 
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PBIBRAL RBSERYB IWIJt 
OP JIBW YORK 

Date J'lme 6, 1935, OFFICE CORRBSPONDEBCB 

To COllFIIENTIAL PILES 

From L, W, Knoke 

Subjeot TELEPHONE CONVERSATION WI!H 

MR, CARIGUEL Ol~ THE BAHK OP PRANCE, 

I called Mr. Carlguel at 10:40 a, lllo to tell h1lll that 

I discussed the shipment ot $33,000,000 to New York tnatead ot 

to London with Washington and that our friends were agreeable to 

have the Banque de France proceed as sU83ested by hilll, Cariguel 

will aooord1ngl7 request the Guarant7 Trust Compan7, as h1a agent, 

t o ship $33,000,000 odd on the New York and on the Bremen oon­

s1gned to Federal Reserve Bank ot New York. The balance ot t he 

first $35,000,000, that 1a about t4,000,000, Cariguel said, 

would come forward on the American Kerobant, All ot our gold 

will therefore have b een moved out of Franoe by the end ot the 

week, In this oonneotion, Carlguel with a laugh expressed the 

opinion that thia llligbt be best tor our Treasury, 

I then :oeterred to h1a cable (his No, 14:5) ot Jla;r 31, 

in which he cont11'18ed having bought gold trom us under the Trea­

sury• e otter contained 1n our oable No. 82 and told h1m that the 

ln~7ers here had pointed out two small inaocuraoiee 1n the word­

ing ot this message: t1retl7, he had mentioned the prioe aa $S6 

without adding Qleu 1/&f. handling ohargu and oust0111a17 lllint 

chargee•; secondly he had atated the gold waa •guaranteed tree 

tor export, eto,• and the law;rera would haTe pre:terred to haTe 

hod him say inatead •guaranteed b7 ua tree tor export, eto,• 

Carlguel auured me that on both pointe there waa no m1aunder­

etand1ng on hie part •• to the terma whioh we had proposed and 

that next tlae he aooepted a propod t1on he would bear the 
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lawyer•' req11 .. t 1D 111M IIDd word h1a oablea aooGI'dlJII].7• 

Aa resarda polltloal 4nelos =ta, Car1pel ~ 

they would ha't'e a sonriiMI1t t-'sht or ~rrow .o1'II1Jis at 

the l at .. t, elthor Pletrl or Laval t01'111Dg lt. 

LIYK: IOIC 
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FEDERAL RESERVE BANK 
OP NE\'r YORK 

Date June 7, 19S5. 

35 

o??ICE CORRESPONDEIICE 

To COIIPIDENTIAL PILES 

~om __ ~L~·~W~·~Kn=o~k~e~ 

Subject TELEPHONE COHVBRSATIOI ITTB 

MR. CARIGUEL OP THE BANK OF PRANCE 

Mr. Cari guel called at noon to let me know that the 

mar ket was quiet and that they had done nothing at all 1n 

dollars . under the oi roWD8tanoea he t hought it would not be 

neoessary tor ua to renew the order for tomorrow. I told him 

we would act accordingly unless we heard from h1m to the con­

trary. As far as support tor the trano 1n this market ia con­

cerned, Cariguel said he was g i v1ng an order to the Guaranty 

Trust Company as h eretofore. 

Cariguel then requested that I again convey hia thanka 

to Governor Harrison. With reference to the pol1tioal situa­

tion in France I mentioned to Oar1guel that the market hera 

aeomed to thinlc that t he Government would obtain a majority 

in the Chamber. Cari guel r eplied that they too thought s o. 

The Paria market will be closed on lifonday, t hat baing Whit-

CIO!lday. 

I referred to paragraph one of hia cable No , 158 just 

received and told h1m that we would probably send h1a a cable 

th1e afternoon repeating that it was our underatand1ng t hat 

the Guaranty Trwlt Company wae ac ting as Bank ot Prance' • 

agente 1n eff ecting the shipment of 22,000 kiloa gold. Car1-

guel again -nt1oned that the gold would b e cona1gned to ua 

and repeated tbat the Ouaranty bad offered their aenicea aDd 

ho had accepted the otter beoauae 1t waa the quickeat way to 

get the gold OYe~. 
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/ TREASURY DEPARTM ENT 

~<Yl/ WASHINGTON 

v(l/'f" / June 6, 193S. 

!!!MQRA!!Dlll lOR I!JI. l cRI!'!!N,Mt 

PollowiD& ie a ~of tbe •taportant b&ppeninga• in tbe .oluHe situation, accordi!lg to ov notee, which 110118 weelte ago )'011 asked ae to prepare for Ire. nota'• rues. 

About the lli.ddle of looreaber, 1934, the Secretary reeeiTed int~­tion to the effect that the Secretary of Agriculture n e about to coneua­mate an a.sr-ent with the lorth Aaerlca.n !aport. C011J18!1;Y and the l olueee Produeta COIIP&.D)' , pursuant to the prorleione or the eo-called Coati&an­Jonea Act, whereby these two companies were to import aubllta.ntlal q-.J&Dti­t i ea of 110laaaea into the Onlted Stetee floolo the Phillppine IalaDda, Puerto Blco, and Sawall, and to dis tribute such aola.ues to the feed tra.de in this country aa agents for the Agricultural Adjuetaent Admlnhtration. 
Upon the receipt of this into~tion, the Secretary called the a.t­tent1on ot the Secretery of Agr1cul ture to the peat record of the lola.eaes Products Corporation, owned by the Kapla.n lntereste, and queetioned the propriety of g1Ying eo illportant a contrect, caJHng for the dlatributioa of a aubatantial tonnaae of 110laeaea over an extended period, to a concern which was known to be a principal source of aupply of raw aaterlal far the bootleg trade. 

Ae the reaul t of this sucgeetion, the Secretary of .t.crlcul tun directed that the propoeed contract abould be held 1n abe7&Dee pend1Dc investigation by the officials of the Agricultural Adjustment Adainia­tration. 

On or about loor .. her 20, 1934, lr. Chester C. Darla of the Ail"icul­tural Adjuataent Adaln1etration, accoapenied b7 lr. J. A. llcConnel.l, repre­senting the G. L. r ., coaferred with the UDdere1&ned clur1ni the Secretery'a absence floolo the cit7, with a rlew to inducing the Treasury Departllent to withdraw the objection which the Seeretery h..t Mde ~ the propoeed COD­tract. I adrlaed theee pntl- tbat on the &eiiUIIption that the Secre­tary's objection na baaed on the fact i.b&t the l olaeeea Producte Corpora­tion bed been, and still wae, e~~C&Ced 1n illicit trattie, I did not -bow this objection could be Ht aeide, ina~ as the ~t W poaitin evideuce of the~·· dere11ctione. I llade the aua~eatiOD to llr. DaTie that the wi!Qle aatter ebould be l ett in abeJuce 1atil. Seor.­tery l arpntbau' e retura to the clt;r, at which t1ae be coul.d confer with the Secreter;r pereoaall;r. lr. Darla ••-ted to thie eugeetioa. 
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On or about lonaber 26, llr. Darla, apin accoap&D.ied by llr. MoCoanell, 
conferred with Secretary Morgenthau ill t he latter'• office . Tbe UDdereilfted 
WIIS present. llr . Darts sOUght to show the Secretary the illlportaoce of con­
-ting the contract !rom the point or Tin of proTi41Jia essential stocka 
of feed , pert1cularl7 to agricultural ccwemft1ea ill drou&ht-atricll:a areas . 
The Secretary adrtsed llr. Darla that whlle be ootu11clered it hie dat7 to ac­
quaint the Secretary or A&riculture with the character aDd repltatioe or 
the Molasses Prodllcta Corporation, the question whether the contract lbould 
he con..-ted with that coapeey was one for dec1a1on by the Secretaey or 
Agriculture . There wu protracted d1acuse1on, but at the end of the cOD­
terence llr. Darla let it be understood that in Tie• of the Secretary's atti­
tude he did not consider it adrteahle to con-te the proposed contract. 

On Bovember 26 aDd 27, the Secretary received telegr811a trom llr. A. I. 
Jtaplan, of the Molasses Products Corporation, aeldng a hasring with refer­
ence to the Departaent'a obj actions to the contract. At the Secrat&r71 • 
instruction, BUch a hearing was accorded llr . Kaplan on Deceaber 4, at which 
tiae llr. !&plan Mde what ia belleYed to be a tull and truthful atateaent 
of tbe business operations or the Molasses Products Corporation, aDd ita 
11Ub81diar7, the Dunbar Coap4117. The underaisned, Captain Se.ylee, and llr. 
!via were present at this aeeting, followi.D& which I advised the Secretaey 
1D writing (on Deeeaber 6) that in _, opil11on the Departaent abould adhere 
to 1 ts obj ectiona to the contract. 

About thie same ti.lle, llr. B. E. Babcocll:, head of the G. L. r ., con­
ferred with the Secretary, and aubeequent17 witb llr. Oliphant and the UDder­
signed, with regard to tbe foraation of a new coap4117 to take oft!' the plant 
auets of the llolaaaea Producte Corporation and to contract with the 
A. A. A. to i.llport aolasaea according to the orig111U plan. 

About .TanU&rJ 10, the UDderai&ned was adrlaed by llr • .J. A. llcConn.U, 
of G. L. r., that a new corporation bed been rorlled, UDder ~-Ca.­
aercial Molasses Corporation, to acquire the assets and tall:e over the buai­
neae of the Molasses Products Corporation. The new Coape.J\7 was 01111ed aa 
follows• 

Coaaeroial Solvents 
Corn Products 
G. L. P. 

?0 per cent 
2~ per cent 
~ per cent 

The consideration paid to the ltaplan intereate was 14, 000, 000 ill caah. 

A cow of the contract of sale -• t't>rniahed the Depe.rtaent, at -., 
request, by ofticere or the new coapu17 about .January 20, aDd returned on 
FebruarJ 9, after anal7aie by llr . naua, of the General Counaal' a starr. 
At this ti.lle the UDdereigned -.e gi YIIl aaaurancea by the of ficer• or the 
new COIIP8JI7 tbat it would do no bueineaa with known or suspected uaera or 
aolaaees for illicit purposes, and that the COIIp&117 desired, aDd would 
ll&lte tull uae or, the cooperation and help or the Departaent to that end. 
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Tbeae aaaura110ea ban been repeat.d llllbeeqnr~, ud, eo tu aa tM 
Departaeot 1a uar•, are beiDc carried out b7 tbe Dn Ooepa!Q' 111 pod faith. 

It ia Wlder•tood that t.be c~w llola•••• CorporaUoa baa reoaind 
no oootraot f'roa t.be .l • .l • .l. loolr:111g toward t.be 1apodat1.CIIl ~ .olaa­
troa tbe PbUippine Illlaada, Puerto Rieo, ud •w.U, a1a11c t.be liMa ~ t.be 
or1&111all7 proposed ooatraot rlth tbe llolaaa .. Prodaot.. CorporaUoa ud t.be 
lortb .laeri.caD lllport Coa~. 
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Allen Sproul ot the Federal 
Reserve Bank ot lf- York. 

B,Jl, .Tr: 

Allen 
Sproul : 

B. III. Jr: 

S: 

B. !.! • .Tr: 

S: 

8. 11. Jr: 

S: 

B. lf. Jr: 

S: 

B,M, .Tr: 

S: 

H. ld.Jr: 

S: 

B. li. Jr: 

S: 

B.M. Jr: 

Hello. 

Ill'. Seoret&l'7f 

Yes. 

This is Allen Sproul ot the Federal Reserve Bank ot 
New York. 

Yes , Governor Harr ison said you' d be talking. 

I 1ve a cable tram Governor Norman which he wanted ae to 
read t o you. 

Please . 

It reads as follows: At the .uggeati on ot Govarnora ot 
aneral Continental Central Banka, we have recently in­
vited all secti ona ot th1a ~ket to cooperate in 
r estr1ot1ng taoilities tor apeoulation in foreign ex­
change and :for gold. In th1a conneotion we can approaoh 
the London ot:ficers or repreaentativea of the foreign 
banks in London including the American Banka who ha·u 
been given a m.moranda aetting :forth various pointe upon 
Which we desire Federal cooperation. The giat ot thia 
JMmOranda will perhaps be tranllllitted to your aide and 
I , therefore, mention the subject tor your into~hon 
and I hope trom your aupport a copy will be mailed to 
you t omorrow, Signed Norman. 

Yea. 

We have -de arrange-nts to get hold ot either a oopy 
or a al.Dimi&Z'y ot the ae1110randllaa tomorrow morning by 
cable. 

Yeo. 

And we'll advise your ottice o:f what it contains. 

All right . 

But , I wanted to get th1a intor-tion to you and I auume 
the Governor will be talking to you about it. 

Thank you very auoh. 

You' r e welcame. 
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'nle Open Market C01111111ttee Mt w1 t b the Secretary or the 

Treaaur.r 1n hie orr ioe at 12 o ' clock. Thoee present were : 

Henry Morgenthau , Jr. Secretary or the Treasury. 

Marriner s. Ecolee, Governor, ~ederal Reserve Board , 

O.L. Harrison, GoYernor , ~ederal Reserve Bank or New York, 

T.J. Coolidge , Under Secretary or the Treasury, 

40 

W.R. Burgees , Deputy Gover nor, ~edarsl Reserve Bank ot N.Y., 

R.A. Young, Governor, ?ederal Reserve Bank or Boston , 

O.J. Saay, Governor, Federal Reserve Bank or Richmond , 

D.W. Bell, Comm1aa1onar or Accounts and Deposita , 

Geor ge C. Haas , Division ot Research & Statistics , 

C .B. Upb8111. 

14r . Coolidge reported tbat be and the Open llarket people 

had had soma discussion and tha t the only conclusion reached was 

to orrer on Monday a 5 year 1- l/2</. note to be exchanged ror the 

notes which mature June 15th and August lat. Interest to JUne 

15t h only will be paid on the notes maturing 1n August. 

Mr. Coolidge and Mr. Burgess guessed that the new note would 

probably sell at about par and 5/Stha . 

It was agreed that a 4-l/2 year nota would be more attractive 

than a 0 year note but a 5 year note will go . 

Mr. llorgentbau sai d that this pr ogr am was satietaotory to 

him, and Mr. Coolidge aaid that that waa ell be oared t o do on 

Monday . 

Mr . llorgentbau asked llr. Bell what his bast estimate ie 

or available oaab on luna 16th. 
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Kr. Bell replied that we ought to have in the neighborhood 

or $850 ,000,000 on Ju.ne 30tll and probably it would not be SlCh 

different as of lune 16th. 

wr. Bell said that on JUly lst there will be j600 , 000 , 000 

or console to pay orr and tbllt there will be $225,000,000 ot 

la..t'ul money come 1D with a net drop in cash of from $450,000 , 000 

to $500 ,000,000. We will need $250,000 ,000 or new money in July. 

Th3t much will Just about take up the deficit. 

Mr. Coolidge said that lesse Jones expects to make considerable 

pcyments in July, to which Mr . Morgentbau said not to figure too 

strongly on that . 

It was reported that on lune 17th the FCA has a conversion 

or $250,000 ,000 Land Bank Bonds and that they expect to otter a 

20 or 30 year bond, callable in 10 years, bearing 3 or 3-1/~ 

interest . 

It was suggested that an offering on June e•th tor payment 

July lat would be a pretty good day tor a new money announceaent. 

Kr. Harrison asked Why it was necessary to get new money so 

soon , and Mr. Morgentbau replied that $•50,000,000 cash balance 

was pretty low. 

Mr . Coolidge interposed to say that we want to train the 

purchasers or Government securities in the bidding aethod. 

wr. Burgess said that be was agr .. able to an offering on 

June 24th it the market is ta~orable and the character or the 

or rering ad~stable. 

Mr. Bcclea recommended trying out the bi dding method t wo or 

three times at least . 
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Mr. Karr1aan aa1d that was alright 1f we ware looking tor a 

wet blanket on Government bonds. 

42 

Mr. Morgentbau asked , 1t in the event or a real r ow w1th the 

bond dealers, could the Treasury count on the Federal Reserve 

Board to go along. 

Mr. !coles said that the Board had no power to go along. 

Mr . Morgenthau said the Treasury might otter the Syat­

$1,000,000,000 in bonds. Suppose t he Treasury put it up to the 

Board, he said, to t ake ~l,ooo,ooo,ooo new securities at l/8th 

of 1~ . 

Mr. Harrison said he IDe• what b1s advice as fiscal agent 

or tbe Treasury would be to auob a proposal. 

Mr. Morgentbau added that he referred to the case of a real 

sbowdollll. 

Mr . Burgess said he did not think it was a dealer problem, 

but ref erred to tbe fact that the gr oup bad agreed to an 

experiment i n offering securities on a bid basta at the last 

meeting and suggested the advisability or bav1ng a report on 

results . 

Mr . Morgentbau asked Mr . Harriston to r eport. 

Mr. Harrison was of the opinion that there was some disappoint­

ment and some contusion . He referred to the tact that there was 

no t much dealer profit in the new procedure and that small banks 

did not have so much chance to acquire securities. He reported 

e checkup in Chicago as indicating that the big banke 41d not 

mind the new method but that the small banlta d14• 
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wr. Youns interposed to aay that he had talked to only one 
country bank but that he cannot reel that the biddtag prograa 
bas been a failure. Be still thinks that there ta something tn 
the biddtns venture and that it got a bed break on ita ttrat 
trial. Be aatd that he did not want to gtve up the idea. Be 

• referred to the N.R.A. decision aa/dtaturbtng influence. 
Mr. Worgentbau c~nted that be thought the French 

situation was equally disturbing. He added that there had bean 
discussion or the bidding venture tor 3 months and that everyone 
had approved it and that be considered tt a distinct success , 
and in vtew or the French dttrtculties, which were very aertoua, 
he thought tt remarkable that there was only a threepotnt tall. 
He indicated that he considered tt atlly to say that the decline 
in t he Government market ta caused by the method or otteri ng 
$100,000,000 or bonds. 

Wr, Harrison aatd that tt was hta teeltng that the Treasury, 
during the last 3 years baa done a magnificent job in a rranging 
maturities and through lowering interest paYftM!nta an.d through 
the use or a thoroughly understood and successful process. While 
there has been occas ional gravy, his own ballet is that the 
TreaGury has secured ita money more cheaply thaD if it bad used 
the bidding procedure. Ita aucoesa and saoothneae shouldn't be 

interrupted at a moment When t hings are goins eo well, rrom the 
Treasury point or view. Be aaw no very cogent r eason to chanse 
today. ~aybe both ways are needed tn an emergency but we should 
stick to the traditional method until we need more money. 
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Mr . Morgentbau said tbat be was always eppreciatiYe ot 

previous experience and tbat he was • err willing to l isten to 

men on the tiring line . He aeid that the way he looks at it 

is t ha t we haYe gone through a Yery diff i cult period in Goyera­

ment f inance and that it baa been the good rortune or the 

'!'ressury tor conditions to improye Yery detinitelyanr the tlrst 

three months that be was Secretary. We are rid ing bigb now, he 

said , and in his opinion it is time to look tor other methods 
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or di sposing o r the bonds and try them out . It we baYe t o try 

t hem out With our backs to the wall it will be a sign or weakness. 

Anot her reason, be said , is that the Treasury can now estimate 

cash 
better whet ita/requirements are . RPC loans are nearing an eu4. 

Heretofore their es timates have been out as much as $1,500,000 ,000 

at a time . The Treasury bas pretty good control over the rate 

or work relief expenditures, He said be would like to go through 

the summer on a 30 day ahead basis rather than getting the 

~l,OOO ,OUO ,OOO needed at one ttae . 

He agreed With Mr. Burgese that it conditions sour r esort 

should be had to the use or notes rather t han bonds . 

Mr. Harrison said tlll t his remarks had been made wholly 

in4ependent of the success or failure or the bid ofter. 

Wr. Korgenthau said tbat he didn' t think the United States 

Government could let 5 bond hous es tell it what to do. 

Wr . 3urgeaa and Wr. Ha r r ison said that there was nothing 

to th~t idea -- that it was all wrong. 

Kr. Coolidge said, too, that r eports that a small group of 
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bond bouaea were dictating to the OoYera.ent were an e.agseratt on. 

~evertbeleaa, be said, 1r the dealer• bad felt badly about the 

experiaent they could haYe 1nflueaced the resul t more favorably. 

Wr. Coolidee added that there are two reasons ror the change 

to the bid basta . He said we have issued bonds wi th longer aad 

l onger maturities uatil we now nave outstanding a 25 year issue. 

Maturity Yaoancies have beea filled -- we do not need a new bond. 

In the second place , he said , the bidding has become wor se and 

worse , so rar as over-subscript ions are concerned , more and more 

people want to take rides • • This bas been a bad influence rroa 

the spending end as evidenced in the demand for a bonus and 

ot her extravagances. ~~ an off ering on a bid basis doeen•t go 

too good be is not disposed to reel too badly about it . 

Mr . Burgess said he t hought we bad been gaining better control 

over over-subsoript ions . 

Mr . Coolidge was or the opinion tha t the last or rering was 

the worst or all , and t hat many banks and others bad put in bide 

in the names of numerous other people . 

Mr. Young said he bad considered o r rering a two wa y proposi­

t ion - - price a bond and at the same time invite bi ds . 

Mr . Cool i dpe said he thought it might be wellto put a bottom 

limit onwhat we will accept -- say 103 or better . Thi s he t hought 

would produce closer and more satisfactor y bidding. 

Mr . Bur gees said that representatives f rom Chicago aad Cleveland 

were not able to come to the meeting and that they bad been a sked 

the ir impression . The report from Chicago was that the rural 

bankers didn't like it but that the Chicago banks were DOt so 
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hostile. He read a telegram trom Mr. rleaing or Cleveland to 

the street that tbe banks in tbe large c ities opposed the new 

me t hod and r egarded the procedure aa diaturbing t o the market. 

He added that llew York banks are not partiCillarly averae . 

Devine and Company like it, h8 said, &Dd llr. Coolidge ca~Eented 

tnat they bought 103.2 and 103.1. 

Mr . Burgess continued by saying that it is a cinch tor 

dealers who will take a short posi Uon. 
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Mr. Young commented that he doesn ' t know or anything better 

ror the Government market right now t han a substantial short 

interest . 

Mr. Burgess commented that the t wo things ur. Morgenthau 

bad been seeking were better distribution and a res t tor the 

market and that the new procedure achieved neither. Be agreed 

that there was a pretty narrow margin or error in the bidding . 

lil.r. Young said that hfl assumed the bankers opposed the 

procedure tor two reasons: rir s t, because banka opposed change 

anyway, and second , that they get less protit. 

~. Burgess commented that the new procedure would go good 

ln good weather a nd bad in bad weather. 

Mr. Coolidge commented that one group is really burt by the 

new procedure -- t hese who ordinarily get a $10, 000 preference on 

small subscriptions. Keretotore they have received about l point 

profit. This gr oup includes about hall the banks i n the country. 

Mr . Seay reported that the BaltiT~re banks t old hia the 

new method oreatea uncertainty and works egai .. t a tree market 

and br ings about a down turn i n prices . Ke reported that trust 
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caapantes would not enter bids for their trusts. He regarded 

thi s position as wholly illogical. He said that the Richaond 

bank got more bids than eYer before but that the bide were too 

low and eo the biddera got no bonds. 
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Mr. Young interpoaed to say that the banker is a ~chiseller" 

and a bargain bunter. 

Kr. Korgentbau sai d be would like to continue on a bid 

bas is through the summer with a new issue on the old baste 

about September l~tb to bring in from t~oo ,ooo,ooo to $l,~oo,ooo,ooo 

to last tbroueb to 1anu~. 

Wr . Seay thought it would be helpful to the country banks 

ir a sheet were sent along showing tbe current prices on out­

standing bonds. 

Kr . Morgentbau replied that the Treasury would consider 

accompanying the next request for bide with newspaper advertise­

ments in cities or 25 ,000 or oYer. 

Mr . Young, Kr. Bcclea and Kr. Coolidge were or the opinion 

that the banks in the smaller oit1ea were pretty well cirouler-

1zed by the dealers. 

Mr . Burgess said that the general reaction 1a that the bid 

method is a mis t ake. He was of the opinion that we ought to 

keep on trying but take it gradually and 1n our stride -- not 

use it ror all new oasb this summer and do not appear to be 

stubborn and rQn our heads against the wall. Do not 1mper11 

the whole prograa wit hout reason, be said. 

Mr. Eccles commented that banks prater the old method 
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beoause it is for their intereat. aad Mr. Morgentbau adde4 -ror 

the tura that they could aake.-

Mr. Eccles said "yes. ror the profit in it". He added 

that as 10118 ae there o.re so man,. excess t'unda in the banka 

there i s not the slightest reason for concern about f inancing. 

!!'rom the Treasury standpoint , he said, he baa beard no argwunt 

ye t tbet weighed against the new method . 

speaking to the point or distribution, Mr. Coolidge aaicJ 

be thougbt tbe uw method woW.d be better tor gradua.l and 

eventual distribution . He bl8111ed the difficulties of lest 

September on June offerings ror cash. The Tune sales were not 

distributed until Septeaber, he said. 

Mr. Korgentbeu said that i f the market drops people are 

worried and critical but if it is up tbeir comment is that the 

Treasury 1a pushing it too bard. He said the Treasury could have 

put out a new issue for $1 0 000 , 000.000 in TUDe. 

~, Bccles said the bond houses huy for speculation on 

large o fte ringB and tbat on the bid basis he tbinke there is 

bette r absorption and leas overloadins ot dealera. 

Yr. Worgenthau asked i f thoae present would come down two 

weeks f rom todaJ' a nd then we can make up our minda what to do 

about new money. 

Mr. Harrison aa14 be wanted it underatood that be bad an 

open mind on the problea. 

Wr. Morgentbau said he did too and tbat be baa no bobbiea 
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and no set ideaa about it. He added that be bas not been convinced 

that the experilllent 1e not wroth continuing. 

Regraded Unclassified 



-lo-

Mr. Sea7 thought the n .... thod was founded on reason and 

common sense. 

Mr. Korgenthau said to Kr. Burgess "70U are not conT1noed 

tha t the new method is wrong, are you?" Kr. Burgess replied •no~. 

He said it is surrounded with difficulties and we ought to go 

sl ow. 

Yr. Harrison said he thought that a mare important statement 

than t hat the new method 1a not wrong 1s the statement that the 

old method is right. 

Yr. Eccles s a id that he agreed with Kr. Young that the main 

trouble with the banks is their resistance to change. 

Mr . Burgess commented that that is a good reason for changing 

slowly. 

Yr. Sea7 said to Kr. Korgentbau that he didn't full7 

understand earlier reference to selling ~l,OOO,OOO,OOO or Govern­

ment securities to the Federal ReserTe Banks. 

Yr. Norgentbau indicated t hat be bad not been too serious 

i n tha t proposal ,thnt it had better be forgotten. 

Mr. Young commented that if the Government market went sour 
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he was prett7 sure that the t ederal ReserTe Banks would do whatever 

wtH't! necessary to make their investment of $2 , 500,000 ,000 good. 

Reference wee made to the decline in the Mellon's S•e shortl7 

artsr their issuance and Yr. Burgess commented that that piece of 

financing represented the only case where the Treasury had gone 

a~ainst the advice or Rew York. 
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i'(l'l J!3!iEASI, IICIRJfrnG JmiSPAP!'J!S, 

Jloncltg. J\me 10. 1935. 

Pruu Service 
Jro. s.-9 

Spcrotacy of the 1'renour;y Uort:entht\u today announced the offering of 5-o,.ar 

l-l/2 percent Treasury notes Gf Series B-1940 in exchnngo for Treoaury notes of 

Sor1os J..l935 JMturin& June 15, 1935 aT•<t for Treasury notoa of Soriea B--1936 

mturinr. August 1 , 1935. 

About $4160600 0000 of tho noteo of Sorioo A-1935 will mature un Juno 150 . 

and nbout $353 0800 0000 of tho notea of Sories B-1936 mature on August 1 , 1935. 

!bene maturine notes ~ now be eatcholneed for the new issue, the Ql!IDUnt of 

which will be limi tod to the c.mount of the mo. turing notoa tondored nnd accepted 

tor oxchtlnge. 'l'ho otfo1·ing is confined to ex~o oubscrlptlono, and cash nub-

oorlptiona will not be reeol vod. 

The Troasur;r no too nOYI offered will be da tad J une 150 19350 l.liid will benr 

i nteres t froc tht\t d.e.to at tho rote of J,.l/2 percent per IUUllllll Jl01nble aaci­

rumu:U.l;r. They will anture. Juno 15, 1940, IL'ld mll not bo auhjeet to call for 

r o<lo:npt i on before tht\t dAte. 

The notes will bo ex9101pt 0 both "s to principal and L'lterest , ~rcn all ~. 

tiQn , The exemption doec not nppl; to ootato or inheritance taxes or gift taxes. 

Tho notos will be isRuod in boa:ror form only in denor.dnationo of $100, $500, 

$1,000, $s;ooo, $lo;ooo AM. $loo,ooo. 

A.pplieationa ,.ill be receive<\ nt the J'edornl Racorvo bnnka Md brnnehoo, nnd 

a t tho Trousury Depnrtment , Wnohinc ton. BMklnr. inatltutiono gonorally will 

hnndlo n1~lieations tor ~ubocribora , but only tho Yedcrnl ResorTo banks and the 

2rouoU17 Dopo.rtmont aro nuthorized to act aa otficlnl li&8JIC1es. 'l'he 8ocreto.ry of 
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the 'h'oa8Ur7 r eaer?ea the right to close the boolca aa ~o any or all aubaoriptionl 

or clnaee a of subscription• ~t aey time without notice. Subject to the rese~ 

tiona act forth in t he official circular, all oxchan!O aubacript iona will be 

allcttod in tulle 

Pnymont at par for aey now notos allotted CWit bo mado on or beforo J uno 1151 

1935, ond rm;y be made on1:r in 'l'rooaur:r notes or Sorioa J.-1935 maturing June 15; 

1935, or in 1'roasur:r notes of Sorioa :B-1935 r.oatlll'ing August 1 , 1935, which will 

bo accept ed at par and aht1uld accompe.ny tho aubocription. ln the caao Of 

2Toasury notes of Sorioa :B-1935 tendered in paymont , coupons dated August 1; 1935, 

.. at bo attached to tho notoo when surrendered nnd accrued intorcst from J'obruaey 

1 to J uno 15, 1935, on the 8\lrrondorod notos will bo paid following their 

accoptonco !or oxchan·;e • 
• 

Tho text of tho official cir cular followal 
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UIII'i'llD ST.L"'!lS 111 .u!!!RICA 

1--1/2 P!!P.Cl!'m' 'lll&\Slll!T :IOC!S OP SERIES l>-1940 

lbted and benrinl; intoreet from J uno 15, 1935 Due Juno 15, 1940 

Interest paynblo Juno 15 and Docombor 15 

OF¥~ ONL'! IN llXCIIANGE FOR ~SORT IIC7l'ES OJ' SERIES .A.-1935, IIATURDIG JUNE 

15, 19350 All!> Tll!AS\JRY UO'i'ES OF SERIES :S..1935, IIATURING AUGUST 1 1 1935 

1935 
Dcparta::nt Circular No. 54.2 

Public Dobt Sorvico 

TlnlASURT DEPAl!TlJE!IT 1 

Office o! the Secretary 
1fashington;Juno 10; 1935. 

The Socrotary of tho Trooaury, pursuant t o tho authority of tho Sccl)nd 

Liberty Bond Act , approved Sentombor 24 1 191?, as amended, invitos .ubscriptiona; 

a.t par and accruod interoat , frOI!I the people of tho thlitod States, for 1-1/2 

porcont notes of tho United States , de3ignated Treasury Notos of series l>-1940; 

in p!I,Yl:Cilt of which only Treasury Notos of Series .A--19351 raaturing J\mo 15, l935, 

or Treasury Notos of Sorios l>-1935 1 maturing Auguct 1 , 1935, may bo tondorod. 

Tho amount of tho offering undor t his circulnr will bo limited to tho amount of 

rroasur;y Notes of Sorios .A--1935 and of Sorice B-1935 tondorod and accepted. 

Doscripti C>n of !lotos 

Tho notos will bo dnted Juno 15, 19351 and will boar 1ntorost from thnt date 

at the rato of ono nnd cmt>-!:lalf porcont por nnnum, ~blo semiannually, on 

Docct~bor 15, 1935, nnd thoroaftor on Juno 15 and Docombor 15 in oach yonr. They 

will ~turo, Juno 15, 1940, and will not bo subject to call for rodomption prior 

to maturity. 

The notes shnll bo oxompt , both as to principal and tntoroat , fran nll taxa­

tion (c:xcopt eatato or inhor itanco taxoe ~ now or hcrcaftor imposed by tho 

Unitod Statoa, an,y Stato, or IUlY ot tho poaaosaions of tho United States, or by 

4ll¥ local taxinc authori t;r. 

1 . 
_ Simil-arly, tho c.xomption ciooe not apply to tho gift tax, soo Treaeury Docie ion 

4550. 
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Tho notoa will bo aeeopt od at pe.r durinc auch t1MO nnd under such ruloa nnd. 

rogulationo aa shall bo proocribod or ap!)t'ovod b;y tho Secretary of tho Tronaury 

in po.ymcnt of incJmo and profito tuxoo payable nt tho 1111tur1ty of t ho notoa. 

Tho notoa will b:l acceptAble to aocuro dopooita nf public lliOIIe;ys , but nUl 

LOt bonr tho circulntion prhilcgo. 

Boorer note~ nith intoroat co-~ons attnchod will bo 1asuod in dcnooiantiena 

of ~100, $500, $1 , 000, $5, 000, ~10 ,000 , and $100, 000. The notes nill not bo 

iaeuod in registered fonn. 

Application and Allotment 

Applications will bo received at tho Fodornl P.oacrvo banks and branchea nod 

at tho Treasury Dopnrtmont , Waah1J14;ton . Banld."6 iuatitutions goncrall;y will 

Jvo.ndlo epplications for aubacribers , but only tho l'odoral Roaerva banka nnd tho 

Troneur;y Dopnrtmont oro authorized t o net na official ng~ncios. Tho Socrotar,r 

of tho 'l'ronsur;y reserves tho rieht to close tha bc>oke as to e:n;y or all aubocrlp.o 

tiona or classes of subsct·iptiona nt llllY timo wl thout notice. 

!he Socrot,.. of t ho Trooam-y reserves tho rlfl)lt to rojoct e:n;y subacription, 

in 11holo or in J;Xl%'t , t o allot loss thnn tho nm.:,unt of notoa applied for, to 1IIDlto 

allotmonta in full upon npplicatir..na for snnllor amounts And t o l!t.lko roducod 

nllotmonto upon, or to reject , applications for l arger nmounts , to mnko olnoaifiod 

nllotmonta or to m.oko o.llotmonta upon n grnd\ll\tod ocnlo, or to adapt nn;y or nll 

or anld methods or such othor methods of o.llotlllcnt and classification of n.llot­

:conta na ahall bo ~ocmod b;y him to bo 1n th9 public intoroat; o.nd hia notion 1n 

~ or nll of those roapocta ahnll bo final. Subject t o those rosormt1rllla 0 

nll aub8or1pt1ona will ~c o.llottod i n full . Allotment noticoa nill be aont out 

prompt l ;y upon allotmont. 
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PaymOnt at par and accrued intoroat , if any, f or notes allot t ed hereunder 

cust be mde on or before Juno 15, 19351 or on lat or allotment, and ~ be made 

o:lly ~ 3 percent Treesury Notos of Sortoa .A.-1936, me.turint; Juno 161 1936, or 

1n 1,.5/8 :porcont Treasury Notes of Series B-1935, maturing AU&Us t 1 , 1935, 

which will bo accepted at par, and should accompney tho aubacrtption. In the 

caco of Treasury l!" toa of Serica B-1935 tondorod in Jl1111Dont , coupons datocl 

A~t l , 19351 Jm.\st bo attached to tho notes whon aurrondorocl, and accrued 

•2 
1ntcrost . t ., J uno 15, 1935, - will bo po.ld following accaptanco of tho notes for 

Ooncrnl Proviaiona 

.b fiscal 1!4;0Dts of the Ullit.od Sto.t;,a , Fod;,ro.l Rosorvo bank• o.ro nuthorizod 

and roqueatod to receive subocriptions , to moko Allotments nn tho bnaio and up 

t '> tho a.mounta indic..,tod by the Sccroto.r)" of tho Trooaury to tho i'odoral Roaorve 

banks of tho rospoctivo districts , to issue allot~ont notices, t o rocoivo ~t 

f or notoa allotted, t o moko delivery of notes on full- pnid aubacriptiona a.llQttod; 

and thoy me.y hsuCI intoril:l rocoiJ?tG po.nding delivery of tho d.efinitlvo notoso 

Tho Socr&tl\ry of the Treasury mo,y ot any timo, or from tiu t o timo, 

prescribe auppletlOntnl or amendat ory rules and regulation• f:OVC111in& tho offering, 

11hich will bo cOIIIIDUIIicotod prauptly t o tho J'odoral Roaorvo be.nla. 

l!DliY ~u. JR., 
Socro tory of tho Treosur;ro 

.?. .lcc;rucd lntoroat at.1-5/8 percent from J'obruary 1 , 1936;to J uno 15~ 1935, on 

$1, 000 1a $6. 016193. 
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Jpp,t 11th 

At the 9t30 Met1Jia this IIOrnin& llr. Oliphant 
brought in dr~t of a letter to Senator JlcCarran in anner 
to one Wllich 11r. Koraenthau rece1Ted dated June 7th in recard 
to the Trea.u!7's silver purchase procr-. llr. Jlorgentbau 
~gested m&n1 changes. He then telephoned Senator Ke7 
Pi ttiiiAil and told h1a about the letter which he had rece1Ted 
trom Senator KcCarran and also about our euecested repl7 and 
asked whether he would have the t1•e to bole over our letter 
before we sent it up on the hill. Senator Pittllllll said he 
110uld come down tn about ll> llimltes. 

llr. Oliphant then read both l etters to Senator 
Pittman. He then dictated the following sucgestionst 

•I th1nlc 1t would be t.politic to discuss the 
Stab111zation Fund as it is purel:T an American 
policy and deals 110re with international ex­
chan«• than our local currency. 

•I am sure that it is realized the publicit7 
in regard to the Stabilization Fund would be 
contr&rT to public interest and no member of 
Congress has heretofore aslced for Bn7 public 
expression in regard to it. 

•I have subllll1 tted 7ou these facts Which see• 
to be the conclusive nidence that the Trea8U1'7 
Depart.ent 1a carry1nc out the act according to 
its man4ates and in the spirit intended. 

•On or about such and such a date J'OU had a group 
of Senators co .. down to rour office, such Senators 
as J'OU could reach b7 telephone and those who are 
intarested in silver legislation. At that u .. a 
DUIIber of th- respoD4ed and we had a verr open 
and tranlc conference in recard to the co.plete 
operation of the Treasury Departaent under the 
Act. That J'OU explained to those present what 
J'OU had done, what J'OU were doing and what J'OU 
intended to do and outlined quite tull7 the en­
tire policy. Bnrrone pr .. ent either b7 statement 
or b7 apparent acquiescence screed to the policy. 

•Point out that McCarren -s not present at that 
JMetinc but that he COM to 7our house upon 7our 
invitation the next 1101"D1Di end J'OU answered all 
questions which he asked and that 7011 att~ted 
to outline what J'OU were doinc and were under 
the t.pression that he wa. satisfied with it. 
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•'rbat 1t aliT lrCNp of Saatou deail'e to 
co.e down and diacua this or aliT )~base 
of it with :rou that :rou You1d be nr:r 
hapPJ' to do M that :rou DeYel' illteDCled 
to COilOe&l QTthing fl'~ th-. 11 

51 

Attar SeDator Pittwll lett, Ill'. Jlol'l&thau decided 

to gin lleCarran facts but he certa11ll;r did DOt illtad to be 
apologetic. Attached herawi th are copiea or Saator JloCarran' • 

letter to Ill'. llol'lenthau and hi a repl.7. 

************ 

JlcRe;rnolcla, Bell and I tallted OYer the future of 

the office ot the Director ot the Budget and w all three acree 
that tor the t.mediate future it would be best it we could get 

so~~ebody like Toa Saith to becoae Director ot the Jlud4et. .U 

to the tuture, Bell and llcReyD01ds heYe a plan ot a peranat 

!iscal Assistant 8ecret81'J' 'ldlo ~d haTe charge ot accoaDtiDC 
and !ileal •ttera. I think that this should be gone illto Tei'J' 

thoroughl7. 

It I - able to get Toa Sldth to COM then I would 
want Bell to stay on 11fT p&JI'Oll as Special .UIIiatant until 
Deceaber &1, 19&5 ill order to coapensate h1a 1n a s..U way 

tor his ertorts. 
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lJJIITm S'Ul'ES SENA1'E 
Colllillittee On Appropriatioua 

Hon. litDr7 Morsentbau, lr. 

Secretary ot tblt Tr•1111r7 
1'/aabiugtou, D. C. 

.Tuue 7, 19.35 

I aa at a loss to understand t he reason for the recent 

drop 1D the price ot allnr with its other atteodiDg phases , and 

therefore a ppeal to you tor facta of ~hich I a~ entirely uninformed. 

Y/Ul you be so kind aa t o tell me whether t be Trea~~~~ey 

has sold any s ilver directly or 1Dd1rectly tJuoougb the stabiliza­

tion fund or t hrouah any of its agencies , and if so, in what 

quantiti es and at what price? 

Tlill you also tell .., what s t eps are being te.ken now liT 

your Depart'IM!nt to carry out t he proYi.eiona of the Sllnr Purchase 

Act ot 19.34? 

Lastly, will you k1Ddly infor m 118 to whut reason you 

a ttribute ths recent fall 1D t he pri ce of eilnr, which f..U waa 

approxia&t ely nine cents? 

Frankly, I am concerned about the seaming failure to assure 

t he country on the status of silver. Reports which I esSUIIIe of course 

to be wholly unfounded are beiug circulated 1D the world mrlcete 

t o the affeot tbat the United States 18 to abandon its silver pollc71 

and from soae source there seeu to co111e an 1Dtiation tl».t 7our 

Depart~nt was not intent 1D carrying out the provisions or tbs 

Silver Purolnee Act. These r11110ra appear to be particularly per­

sistent 1D India and ChiD& and f'rc:a wbllt I can learn are beiat 

circulated without refutation or authentic etateJIIOnte froa the 

Depa.rtMnt DOr f'rca any peraon or age.ncy 1D this country JDOst in­

terested 1D silver. Cable report• froa Shangl».i e.uert tl».t tbe 

ruaors arl&iDBte with certain Wasbiugton correspoade.uta or the 

news agencies. Whether thie be eo ot couree I do not lmow, but 

1D the absence of &JQ" poaitiva atatoant froa tbe TreaFU7 or Coii­

BX'•adoDtJ. oirolee euch ruaore ~ conti.Due, and it appears to ae 

tlat aoaetbiug eboul.d be doaa to prevent a claaoralisatiOD of the 

-.rlcet. 

I truet thet 7011. -., ... fit to tell en uniDi'oraed public 

that the prorlaione of the Silver Purchase .t.ot are being entbueiae­

t1call7 oe.rried out liT the TreeFU7 De~t and thet there 1a DOt 

the ali\btaet 'buie tor the ruaore to which I ban Mde reterence1 
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Bon. 11eDr7 Korgeutlau, l r. , page 2 6/7/35 

e.leo tlat ae aooD u practicable aUnr will be .equal to oae-tourt.h 
tbe ft.lue ot tbe 110118tar)' ..tal 1D tbe trM8111'7. 

AaauriDC 7011 ot Wfl cODtimled oooperat10D 1D C&IT)'i.DC 
out tbe prorls1ona ot tbe 811Ter Pllrclaa• .lot, aDd with tbe bope 
tbat I MT tan JOUr re~ &8 800D aa it 1e OODYeDiut, I ze 1D 

Reapeottull¥ ;roura, 

1•1 Pat UcC~ 
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June 11, 19:55. 

Wy dear Senator: 

I refer to your letter of June 7 in which you ask me 
to furnish ~ou certain facts in respect to our silver pur­
chase progrlll!l. 

I believe you will ~~gree with me upon reflection 
that , since the purpose and operations of the Stabilization 
Fund o.re matters of American pol1c~ and primarily bllve to do 
with international exchange relatione r ather than domestic 
monetary matters , discussion of t he operation of the Fund 
would not be 1n the public interest . This bas been the fixed 
policy of the Department since the Fund was established. 
That this is generally appreci ated is evidenced by the fact 
that no inquiry concerning the operation of the Stabilization 
!>und hoe come to the Treaeury from any member of t he Congress 
or other officer of the Government. Only t hose primarily in­
terested in speculation in silver would seriously question 
the wisdom of this policy. 

I can, however, give you the facts with respect to the 
operations under the Silver Purchase Act ~d Proclamations 
relating to newly mined silver . It is entirely consistent 
wit h the public interest that these f acts should be made 
lalo\'lll ; and they, therefore, furnish t he best means of answer­
ina your questions . 

In carrying out the policy declared i n the Silver Pur­

chase Act , and in accordance with the authority and direction 
ther ein given, the Seereta.r y of the Treasury has acquired in 
the ten months ending Uay :n, 1935, b7 purchase, 283,000, 000 
ounces of silver as to which delivery has already been made, 
and 112,850, 000 ounces of silver under the Nationalization 
Or der of August 9, 1934. During the same period 25, 647, 000 
ounces of newly mined domestic silver have been received under 
the Executive Proclamation of December 21, 1933. In the ~~gg~e­
gate, our atock:a of monetary silver have been increased by 
421 , 497, 000 ounces . 

The extent of these purchases may better be appreciated 
by a comparison of the ~ounts of silver which have been pro­
duced and coneumed in t he United Sta tes and in the world during 
the ten months from August 1, 1934 to May 31 , 1935. It is 
estimated ~bat 25,700,000 ounces of eilver were produced 1n the 
United States , of which 9, 000, 000 went i nto i ndustrial use, 
leaving a net of onl.y 16 , 700, 000 ouncee. During the same 
period the Secretary of the fr·easury received 16.4 times as 
much silver as was produced in the United States and 25. 2 times 
as much of that production as was available for monetary uee. 

The whole world, it ia ea~ted1 produced onl.y 1561 000, 
000 ouncee of silver during the ten mon~ha from Auguat 1, ~934 
to May 311 1935, of which 601000, 000 ounces were necesaary tor 
industriu uae. 'l'he acquial~iona ot the Secretary ot the 
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Treasury during the same period exceeded the world produotlon 
by about 265,000, 000 ounces, and exceeded such ot that pro­
duction as was available tor monetary purposes by more than 
325, 000, 000 ounces. In other words, the receipts of silver 
were 2 . 7 times the total world production and 4.4 times tho 
current world output of monetary silver. 

The pnited States agreed at the London Conference to 
withdraw 24t million ounces ot current newly mined silver 
trom production ever y year. The receipts ot silver under tho 
Executive Proclamation of December 21 , 1935, alone, more than 
comply td th this Agreement. During tho ten-month period from 
August 1 , 1934 to May 31, 1935, we hAve acquired for monetary 
purposes 401 , 100, 000 ounces more silver than we agreed to by 
tho London Agreement. We have, in fact , withdrawn more than 
twenty times as much as we agreed to do . 

The total amount of silver to be withdrawn each year 
by all other parties to t ho London Agreement ••as 9, 500, 000. 
The United Stat es alone has withdrawn during the ten-month 
period 421, 497 , 000 ounces, or forty-f our times more than the 
other countries agreed in a whole year. 

Under the Sherman Ac t of 1890 tho Treasury purchased 
during the 3i years ot i ts operation 168,675, 000 ounces . The 
Treasury has purchased and received delivery of 2i times that 
amount in the ten months that the 81lver Purchase Act has been 
in operation . Our monthly average purchases during the ten 
montho from August 1, 1934 to ll!ay 31 , 1935, have been ten times 
t he average monthly purchases under the Sherman Act of 1890. 

During the period 1920-1930, it is estimated that t he 
annual withdrawal of silver tor monetary purposes tor the whole 
world, i ncluding the United States, averaged approximately 
200, 000, 000 ounces . During the past ten months the United 
States has reoei ved more than twice the average annual amount 
t aken by the whole world during that period. I have taken a 
ten month period, for, as you doubtless know, delivery is 
usuall y made at the end of t he month and these figures are 
based upon deliveries. 

The figures on a monthly basis are even more significant . 
Confining ourselves to actual receipts, during the past ten 
months the Secretary of the Treasury has acquired and received 
delivery ot silver averaging more than 42, 000, 000 ounces a 
month. 

Concerning the policy and purpose of the Treaaux-y Depart­
ment in carrying out t he letter and spirit of the Silver Pur­
chase Act ot 1934, the foregoing facts speak for themselvee. 

Referring to your last que~tion concerning the recent 
course ot the price ot ailver, I do not believe that the sudden 
and abnormal riee ot the pri ce to eighty- one cents in the latter 
part ot April wae the result of the n ormal operation ot legiti­
mate .arket toroee. I think rather that it i s to be attributed 
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to .anlpulat10Da o~ apeculat1~• 1nteraeta. ~ dia­
appearanoe o~ tld.a •mhealth7 oond1t10D and ~lu-oe baa 
been a wboleao.e develo~t. 

verr tzou17 JOur•, 

SeoretiU"J'o 

Honorable Patr1ok McCarran, 

United States S-.te. 
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June 11, 19:55. 5? 

lily dear Mr. Chai.~: 

I am glad to avail myself of the opportunity afforded 
by your i nvitation to have representatives of the Treasury 
appear before the Subcommittee of whioh you are chairman to 
answer queatione in respect to legislation affecting the m1s­
oellaneous internal revenue taxes. As you are aware, a number 
of these taxes were ter.dnated by t he Revenue Aot of 1~•; a 
substantial number of other taxes expire on June :50 and July :51 
of this year; and in the oaae of a ~n of t he oont1Du1ng taxes, 
the rate will be aubatantia1ly reduced etteotive on June :50. 

The President i n his Budget Message of January 7 
estimated that the miscellaneous internal revenue taxea for 19:5& 
would increase some $143, 000, 000 over t he collections for 19:5~. 
stating that •this increase is predicated on the aasumption that 
the taxes ter.dnating on June SO and July 31 19:55, will be ex­
tended by Congreu, and also that the t ax rates whioh would be 
reduced on June 30, 1935, will be continued." Accordingly, t he 
President recommended "that the Congress take ateps by suitable 
leglala tion to extend the m1eoellaneous internal revenue taxes 
which under ex1ating law will expire next June or July, and 
also to maintain the current rates ot taxes wbioh will be re­
duced next June. " He added "I consider that auoh taxes are 
neoeaeary to the financing of the Budget tor 1936. " • 

The representatives of the Treasury appearing before 
your Committee wll.l be glad to answer any questions and to make 
availlible to the Committee the results of ita experience with 
these taxes. 

Respectfully, 

(Signed) H. Morge::ttbau, Jr. 

Secretary of the Treasury. 

Hon. Samuel B. Hill, Chairman, 
Suboomm1ttee of Ways and Mean• Committee, 
House of Representatives. 
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Washington 

"'Oll R!:!JlASS, IIOlUIING N!l\'ISPAP:'!RS; 
11c~noodo.Y . Juno 12, 1935. 
s.-11- 35. 

Pross Service 
No.:>--11 

Socrotarf of tho Trcnsury Worgont~u announced today (Juno 11) t~t tho 

~bocription bookn for the current offering of Trcnsurf Notes of Serioa ~1940 

will clone at tho close of business Thur&dafo Juno 130 1935. Subscri ptiono 

placed in tho mil before 12 o' clock, midni6bt , 'I'bursd.o.y, J une 13, will be 

eonsidorod no having been entered before tho close of tho subacriptinn booko. 

'!'hie o!'fcriliiS is open only to tho holdore o! Treasury Notes of Series .A.-1935, 

mnturing Juno 15, 1935
0
.and to t ho h d dora of Tronsury Notes of Sorioa ~1935, 

maturing August 1 , 1935. 
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!be toll.ft1D& 1• a t.atatl.,.. p1e ot t1Danc1JII 
wbicb I d1~•ecl with Jlr. Coolldce ...._...,., 

That the lut wetlt 1D J'11De n bo:rrow &DIJIIIb 
to t alte care ot oar J'~ n~ J tbe lut well 1D J'~ n 
borrow eDQQ~b to take care of oar Aucu•t uec1a aD4 the 
lliddle of Bept .. ber n &et CNt a nn l.arse boa4 t.ne tor 
new 110n11 to take u tbroa&b Dec .. ber 16th. 

eo:Hffe want. an otter tor oODTerd- ot the 
1 b1ll1- 200 Oil 11b1cb co.e• 4'11& Ootober 16th. !b-
are tbe la• t ._1/4'•· 
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J'lma 12, l~SS. 
Wednasda7• 

rom my two partnera come into ftt1 apartment thia artemoon 
S;lith: to talk the matter over and 'ftllted ,.ou to understand 

why there was some delay 1n calling J'OUo 

H. X. Jr: Oh, well, then - then, I 1d say that we at111 oan hope. 

5: Yes . 

H, ll. Jr: Good. 

5: You _,. hope. I' 11 be talld.ng to J'OU tomonow or t .ba 
next d&J'o 

B. loi. Jr: How 1a yoUl' permanent partner? 

5: Well, abe' a not very warm to 1t. 

B. li, Jr: Uot ver7 warm to 1t. 

5: Not very warm to 1t, no, aha th1.nkai 1m a1lllpl7 tald.ng on 
another job, probably a good deal heavier than anything 
I 've tackled and I ought to go the other way. 

B. K. Jr: But, she haan 1 t aa1d no. 

5: Well, 1t 1an1 t - 1t 1an1 t r1na1. 

H. M, Jr: Good. 

5: And I think 1t 11ea reall7 with .tat arrang-ta I can 
!Eke 

H.M. Jr: Pine. Well, I ' ll - I'll wait with great interest to 
hear rl'CIIII J'OU • 

S I Tballk J'OU S 0 IIIUOh o 

B. loi.Jr: Tballk you. 

S: Goodbye. 
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J une 12th 

Kr. llorgentbau called Harry llopk1ns to-day 
to find out how many people have been put to work out of 
the money allocated from the 4 bill i on 8. Mr. Hopkins 
was not in and his office intor•ed Kr. llorgentbau that 
they did not have the intoruti on on band - that they bad 
not gotten around to that ;yet. 

Concreasaan Doughten called up and asked 
~ . korgenthau wbetber the Treasury had a representative 
on the hill, to which llr. lforgent bau replied that we bad 
Mr . Hester on the hill all the time. Congressman Doughten 
then asked who was looking after the Federal Alcohol Con­
trol Bill and llr. lfor genthau informed him that the bill 
that Charlie West hae on Federal Alcohol Control bas the 
approval of the Treasury. That any time ha wanted Kr. lfor­
gentbau to come up on the hill he would be delighted to do 
so but that Choate was a little tou:b;r and 1t be called b1.a 
he ought to call. Choate as well. That the Treasury did not 
.ant to get into the soci al aspects of the Alcohol Bill and 
that Mr. Choate was doing a very good j ob on that. 

Kr. Doughten also reminded llr. Worgenthau about 
the man he was interested in for appointment on the Board or 
Tax ;,ppeals . The man ' s name i s Kitchen and Mr. Vorgenthau 
promised to have definite word for Jlr. Doughten tomorrow 
morning . llr . lforgenthau told ilr. Doughten that this was a 
Presidenti al appointment to which Mr. Doughten replied " Just 
as soon a s I know what you are gotng to do I'm going to see 
the Presi dent about it . " 

Jlr. lilorgentbau was very mu:h annoyed wtth 
llr . Oliphant because he had told someone about llr. Kitchen 
several times and nothing was done about it. If the man is 
good he cert ainly wants to sat1sfy llr. Daughton. 

59 
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Hel l o. 

Mr. Secret ary? 

Yea, llr. Dought on. 

June 12, 19:55. 
Wedne sday. 

Congressman Dough ton. How• re you get tlng along? 

Oh, I don 1 t know. What do you think? 

Well , I just don• t know ~aeU; I wanted to tind out . 
You've got eo quiet there, but atlll I didn't know 
whether you ' d lett town, gone over on a long v- cation 
- vacation excursion or what. 

Oh, no, we - we ' r e jus t sitting down here borrowing 
money at five years - one and a halt percent. 

Yes. I didn't know - I wanted to talk with you one ot 
these daya or aaoeone representing your department 
about this bill that's COl:le before our committee trom 
the Alcohol Control Division. I - it1 a - they1 va sent 
down their bill and we ' r e going to reter it to a sub­
committee I have and then I - aecide whether or not I 
can aubm1 t it in its present shape or whether or not -
maybe we should change it tor you before introducing it. 
I didn ' t know but what you hod any representations or 
any views y-ou wanted to express . 

Well , we have - I thought we had a man up there all the 
time . 

Well -

Isn' t Mr. Beater up there? 

Who? 

Hester . 

Ye a , Heater, yea. 

Yes. 

We hadn ' t br ought t hat bill especially up b efore our 
c0111111 t t ee . 

Is t b&t Federal Alcohol Control ? 

Yea. 

Yes . Well anyti .. - I' ll come up or have anyb~ else 
come up. You Ju.tt aay the word . 

Well, I thoucbt - 'Jb• that - it you ' ll - bee1 girtng the 
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J\Ule 12, 1935. 
Wednesday. 

8. 11. Jr: Bello. 

Robart 
Dougllton: J.:r . Secretary? 

H. li. Jr : Yes, Mr. Doughton. 

0: 

B. li. Jr: 

0: 

H.M. Jr: 

D: 

B. li. Jr : 

0: 

B. \1. Jr: 

D: 

H. J.I. Jr: 

D: 

H. li. Jr: 

D: 

B. li.Jr: 

D: 

D: 

Congressman Doughton. How•re you. getting along? 

Oh, I don't lmow. What do you. think? 

Well , I just don't lmow ~aelt; I wanted to find out . 
You •ve got so quiet there, but still I didn't know 
whether you'd left town, gone over on a long vacation 
- vacation excursion or what. 

Oh, no, we - we're j ust sitting down here borrowing 
money at f ive years - one and a half percent. 

Yes. I didn 1 t know - I wanted to taJ.k w1 th you one of 
these days or soaeone representing your department 
about this bill that ' s coos bef'ora our committee from 
the Alcohol Control Division . I - it ' s - they've sent 
d.own their bill and we 1 re going to refer it to a sub­
committee I have and then I - decide whether or not I 
can submit it in its present shape or whether or not -
maybe we should change it f or you before introducing it. 
I didn ' t lmow but what you bad any representations or 
any views you wanted to express . 

Well , we have - I t hought we had a man up there all the 
tillle. 

Well -

Isn't Mr. Heater up there? 

Vlho? 

Hester. 

Yes , Hester, yes . 

Yes. 

We hadn't br ought that hill especially up betore our 
co-'.ttee. 

Ia that Federal Alcohol Cont r ol? 

Yes. 

Yea . WellL anytime - I ' ll come up or have anyb~ el se 
come u.p. You Just say the word. 

Well , I thought -ybe that - if you'll - been girlng tlw 
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D: 

B. III. Jr: 

D: 

H. J.I. Jr: 

D: 

B.M. Jr: 

D: 

B • .,J. Jr: 

D: 

H. I.I. Jr: 

D: 

H.M. Jr : 

D: 

H. III. Jr: 

D: 

H. U. Jr: 

D: 

B. U. Jr: 

D: 

- 2 -

aatter your own personal attention that I .right juat 
talk with you personally about it a little ~ome day. 

The Feder al Alcohol Control? 

Yea. 

Vlell, I ' ll be glad t o, Mr . Doughten. I - I -

You know, they want a separate commission and I under­
stand that you-all want it 1n the Treasury Department. 

No, the bil l - the bi ll that Charlie West has got on 
Feder al Alcohol Control -we worked with Choate ' s 
people on that. 

Well -

And the bill tho.t Charlie Weat baa got - baa got the 
o. k. ot the Treaaur;r. 

All the way down the line? 

All the way down the line. 

Well, that means an independent setup - i ndependent 
cOllmisaion. 

Yes. 

Well -

I 1ll tell you bow I teel. That gets into the social 
aspects ot this Alcohol thing and I would rathar not 
have i t in the Treasury and I think Mr. Choate done a 
swell job. 

Well, I knew you were doing a right good job m;rselt. 

But, that bill that Charlie West toolc up on the Hill, 
I've o.k'd it and I 1~ tor it. 

Well, I ' m glad to know that. 

How, I' ll come up1 but Ur. Choat•'• a little bit t oucbf 
and I'd litt le bil: rather ha'fe you send t or h1a but 1t 
that im' t agreeable, you know, all you've got t o do is 
to press the button and I ' ll come. 

Well, thank you very lll\lch. Well, now 
you remember, aame ti .. 

ago, I brought t o your attention a matter that - ot an 
important member ot the -

Board ot Tax Appeals. 

Yea, Board ot Tax Appeals. 
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H,ll. Jr: 

H, r.!, Jr: 
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H, ll, Jr: 

D: 

D: 

H, IJ, Jr: 

ll: 

ll ,K, Jr : 

D: 

D: 

H, JJ, Jr: 

D: 

-. -
Yea, Board ot Tax Appeals. 

Yea, air. 

Did you oheok on that IIIIUlf 

Now juat a .tnute I've got aome people right in the 
ottfce and I'll aak th~ 

Yea. 

Just hold the wire a minute. 

Well , they don't seem to know. We'll - they have -
I'll have to aak them. It•a young Kitchen. 

Yea. 

Now, w•it a minute. 

He 's had a great de~ ot experience in that work 
and he's certainly a man or extraordinary ability. Aa 
to hie background and how• • he been getting along where 
he'a worked and all that kind of detail , I just couldn't 
tell. But, he 's one of the finest minded men I know ot 
and I wouldn 1 t be surprised if he maltes you a most ex­
cellent man down there. 

\'/ell, I - I haven't forgotten about him for a moment. 

I haven't asked you for much, you know. 

No. 

And I ' m not going to ask you tor that unless you think 
he qualities. 

\'/ell , you know - I'm not t he fellow to ask anyway. 

How's that? 

It isn't f1r! appointment, you know. It's a Prea1denti~ 
appointJ:tent. 

I know it ia, but I would imagine that he would rely on 
you aa faa aa investigations ot the facts were concerned, 

Yea, well, don't think I forgot it becauee I haven't• 

Well, how soon d6 you reckon I' 11 be able to find out any­
thing about itt 

Oh, I'd eay, couple ot daye, 

and it you don1 t find 

then, I ' d like to go t~k to the Preaid.nt. 
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- ~-
Wall -

U 7011 ~1Jid ea.. ...S....S.d raaam 1ltq 7011 dm't tMnk 7011 
oould oondder b1JI, wtq, tbat would drop it w11:11 •• 

Wall, auppoallls I 11•• )'QU a oall or alllld up ~or it 
to.orrowt 

Pine, tb•nk 1'0U eo 11110h and it 
around and ta1k with you , 

Thank 1'0U 80 IIIUOho 

'l'hank 7011• 

Goodb;ye. 
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Barle BaUie eaid he \h'nlre s.•.l.rr. 18 wlr1nc a 
a11talte lD .MiDI lD \he urlret ao ot~• tor tbe !rea1111T. n• old poliCf ot coiDC lDto \he aarlra\ tov t!Ma a T•ar 
11 Mit. . 

H.J.,.Tr. called lD Ball attar talilDc to UpliD&er, 
1114 aaid lui tblDira that J'uDI Utb he ouaht to co Ollt aD4 
aak tor a011q tor .1\ll.f lat, ea0011h a.ooe1 to laat u \1JltU 
Sept. 15th &D4 Ci'fl \he urlrat a r11t. Ball aa14 tln 
bllll4re4 aUl1011 QllCht to take care ..r v.a. 
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J\a.De 13, U35. 61. 

A group .. t in the offloe of the Seoretary or the Treeeurr 

at 9 : :50 A.M. rur a dtaouaaion on banking legtalatton. Those 

present were : 

Henry ~:Orgenthau , Jr. Secretary or t he Treaaur~, 

T.J . Coolidfa, UDder Seoretary ot tbe Treasury, 

Herman Oliphant, Ceneral t;OIUiaal, 

Herbert K. Gaston , Assistant to1be Secretary , 

o.w. Bell , Commisaionar of Accounts & Deposita , 

1m. H. McReynolds, ~a.tnistratiYe Assistant to the Secretary, 

Oeorge C. Haas, Director of Research & Statistics , 

Mrs . H.S . Klotz, Special assis tant to the Secretary. 

C. B. Uph8111 . 

Mr. Moraentbau referred to the situat ion with respect to the 

?DIC and the tact tha t unless there i s edd1t1onel legislation between 

now and July 1, the so-called permanent plan of deposit insurance , 

original l y enacted as a part or the ~anlting Act or 1933, will ~o 

Into et'rect on the t d.ate . 

He referred to the requirement in the present law that 

National banks must be clas s A stockholders of the FDIC on July 1 

or l t becomes the duty of the Comptroller or t he Currency to 

appoint receivers or conservators tor them. Moreover, it 1a 

made the duty of the ,ederal ReserYe Board to terminate the member­

ship In the ~ederal Reserve Systea ot aember state banks whi ch are 

no t clas s A stockholders 1n the Corporation on Jul~ 1. 

The Federal Reserve Board is given the duty or preaaribing 

reeulatlona tor the oo.putation of deposit 11abillt1ea or ..aber 

banks tor the determination or the aaount of their atoclt .ubscriptiona. 
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Vr. Morgenthau was or the opinion that , aa rtaoal orrtoer 

or the A~iniatrat1on , it waa his duty to take steps to see that 

arrangement s are made under Which the per.auent deposit iDBuranc~ 

plan can be set up and be put into effect on luly 1, it that 

becomes necessary. It was pointed out that the various agencies 

concerned have relied upon a general belief that there .aua be 

lesislatton prior to luly 1 either giYing a further e:r:tent1on 

or the temporar y fund or enacting Title I or tbe proposed Banking 

Act or 111311. 

It was recalled that the permanent plan now on the statute 

books was scheduled to go into errect on iluly 1 , 11134 but bad 

been postponed until luly 1, 1!135 by action or the Congress. 

Mr. Yorgenthau asked that s meet1nkt8 arranged in his ottioa 

for 2:30P.M. and that Mr . Eccles, Mr. Crowley, Mr. O' Connor , 

and (in the absence or lease lonea) Lynn P. Talley be asked to 

coma . He asked Mr. Coolidge and Mr. Uphaa to arrange the agenda 

tor the meeting. 
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Wr. Morgeothau wee or the opinion that , ae t1aoal ortioer 

or tbe Adainistration , it .. s his duty to take steps to ••• that 

arrangements are made under which the pe~nent deposit insuranor 

plan can be aet up and be put into erreot on J'uly l, if that 

becomes necessary. It was pointed out that the various agencies 

concerned have relied upon a general ballet that there woUB be 

legislation prior to J'uly l either giving a further extention 

or tbe temporary tund or enacting Title I or the proposed Bankill8 

Act or 193~. 

It was recalled that the perm.anent plan now on the statute 

books was scheduled to go into ettect on ~uly 1, 1934 but bad 

been postponed until J'uly l, 193~ by action or the Congress. 

Yr. Korgentbau asked that a meetinkbe arranged in bis ottioe 

tor 2:30 P.ll . and that Mr. Eccles , Mr. Crowley, Mr. O'Connor, 

and lin the absence or J'esse Jones) Lynn P. Talley bb asked to 

come . He asked Wr. Coolidge and Mr. Uphaa to arrange the agenda 

ror the meeting . 
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JUDe l3 , l.i35. 

A group -\ in the oftice or the Secretary ot the Trea.ury 

at 2:30 P~. to diacuaa the si~uation with respect to the permanent 

~ederal Deposit Insurance plan which goes into effect July 1, 

1935, unless there ia legislation prior to that time. 

Those present were : 

Henry Korgenthau, Jr . Secretary of the Treasury, 

Marriner S . Eccles, Covernor, l'ederal Reserve Board, 

T.J . Coolidge , Under Secretary of the Treasury, 

Leo T. Crowley , Chairman, FDIC, 

JF. T. O'Connor, Comptroller ot the Currency, 

Herman Oliphant, General Counsel , Treasury Department , 

Lynn P. Talley, President , Commodity Credit Corporati on , 

James B. Alley , General Counsel, R1C , 

Herbert E. Gaston, Assistant to the Secretary, 

C.B. Upham. 

Mr. Morgenthau explained that he had asked for this meeting 

because be is f rankl y disturbed about the situat ion which is 

developing with respect to the insurance or deposits . He added 

tha t the intricate details of the s ituat i on were even better known 

to the Governor of t he Federal Reserve Board, the Chairman of the 

FDIC and the Comptroller or the Currency than to him, but that the 

situation had been brou&ht forcibly to hie attention by Yr . Tom K. 

&llitb and Mr. C . B. Up~. 

Yr. Morgenthau stated that he felt considerable r esponaibilit7 

in the situation as Secretary of the Treasury and the fiscal officer 

or the Administration. He added that he was not so much interested 

in the politic thine to do as in the right thing to do. He indicated 
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that there wae a posalbllity or adJourament or the Congress on 

July 1 or soon thereafter , and that as Secretary or the Treasury he 

cannot continue indefinitely to neglect the legislative situation . 

In his opinion the agencies concerned may very well be open to 

criticism because they have not taken action earlier than t!lie . 

Inaction may leave the Administrat ion wide open to criticl~. 

People may point to the tact that the sit uation was known and 

tbat nothi ng was done t o help t he banks get ready tor t he permanent 

1nsuranoe plan . As custodian of the peoples money in t he banks , 

the Secretary said he was interested in doing the right thing and 

that he wanted the advice and help or t hose present. He wanted 

to be able to go to the Presi dent and say such and such a pr ocedure 

bad been agreed upon and should be followed up. 

Mr . Crowley said that he supposed the FDIC was more vitally 

concerned than any or t he other agencies . There are 7800 State 

non-member banks which must mak~ applica tion before July 1 tor 

Class A stock and pay an assessment equal to 1/4 or 1~ or their 

total deposi t l1abil1t7. 

The Board and t he Corporation said we cannot sit back aaf 

do nothing . As a matter or t act, be said , letters are being 

prepargd to the Comptroller and to the ~ederal Reserve Boar d 

calling the situation to their attention . He said he tbought it 

was important tha t the FDIC take the necessary steps without a 

great upset to the banking systML. 

Mr. Korgenthau said be thought that on the 15th or JUDe we 

coula have no choice about notif y i ng the banks. 

Kr. Crowley agreed that we couldn ' t walt any longer. He 

remarked tbat the Banking Act or 1~35 had been int r oduced on 
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rebruary 5, l~S5 -- ~bat there 1s no oppo•ition to Title I -- that 

tt can be passed before Zuly 1 . It is Title It that hurte, be said, 

and be feels that the FDIC shouldn't be sacrificed any turther. 

Mr. Morgentbau told Mr. Crowley tha t we had been all through 

that and that Title I was Just a part or the Administration•e 

rtnanc1al prograa. 

Mr. Crowley said be t hought it was his duty to let Mr. Uorgentbau 

know how he feels, and also whet the Cor por ation is doing. 

He so1d that he is not worried about the loss to the Corporation 

In a few closed banks but that he is worried about l osing 4000 

ban.ks and the ef fect on the fund and the bonking structure or t he 

country. He said that the bankers approved the new Title I, 

that 1t has been approved by the House, and the Senate Sub-committee 

approves it. He sta ted his belief that the Corpora tion cannot 

be gotten into shape tor the permanent tund starting as or this 

date . He said he had been led by the two banking and currency 

committees t o think that there would be legislation before July l 

and eo no notification to the banks on the present pel'lii8Dent fund 

would be necessary. If notice is now sent to the St ate Bank 
• I 

Supervisors there will be meet1~~s in all the St ate groups end 

withdrawals ot State non-member banks from the fund. It 1a a 

serious matter and the necessary arrs~ements cannot be made 

between now s od Zune 30th. 

Mr . O' Connor said that the Corporat ion is in a Jam. Even 

If the Bill came out or the Committee tomorrow it could not ~e 

by June 30th. There will have to be a conference between 

t wo Houses because s ame things in the House Bill cannot be 
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left aa they are. Soae t~a were put in ror trading purposes.~ 
Mr . o•~onnor said there had been a meeting or the PDIC Board 

and it wee agreed t o send notices out at once . He said a letter 

had been approved . He i s asking the Federal Reserve Board fo r 

6000 copies or the regulat ion wbioh they must provide, which be 

will send the National banks. He added that none or u s wanted 

t o disturb the banking s tructure unless it is necessary. 

Mr. Worgentbau sugFested that if anytbinF is done be thinks 

it ought to be Joint action and a joint statement to the press 

ror the informati on or the public on t he reasons for taking the 

action . 

Mr . O' Connor thinks there ought t o be no statement or any 

kind t o the public and no publicity. 

Mr . Mor genthau said t hat he diff ered with Mr . O' Connor. 

He t hought there should be a Joint statement from the Federal 

Reserve System, the ~DIC , the Comptroller, and , perhaps the 

RPC , which is a stockhol der 1n many of the bank.s . He asked t hose 

present what their beat fUeSs was ae to the reaction on the Hill 

1r a statement were sent out on Saturday and on Monday r e ceived 

by the banks. Would Congress try to pass t he bill or would they 

prefer to let the present permanent plan go into effect? 

Kr. O' Connor was of the opinion that the House would like 

to see the present permanent plan go into effect. 

Mr. Crowley was or the opinion that there wo~ld at least 

be 30 days debate on what to do . He said there is a deadlock and 

that some would like to bold orr permanently. Nothing oan be peeee4 

wi t hout a compromise. They spent 10 days in the Senate Sub-committee 
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Title 1. They will take up Title III next. On the basis or ti .. 

spent on Title I. the sub-committee will take 2 or 3 weeks on 

Title II . 

Mr. Morgentbau reported that Tom Smith is or the opinion 

that ir Mr. Eccles will agree to an open market committee aade 

up or 6 members or the ! ederal Reserve Board end 5 Covernors that 

the bill can be passed as easily a s snappi ne the fingers. 

Mr . ~coles said he did not think that was correct. He 

added that Senator Glass is opposed to the whole business -­

that t he 6-5 matter i s a.n i ssue with the bankers but not with 

tho committee. 

Wr. Morgenthau said that Tom Smith 1s pretty careful about 

making statements and that he wouldn't attach so much weight 

to that statement ir someone else bad made it. 

Mr. Crowley said that if there could be an ag~eement to a 

6-5 open market committee -- an upper limit or 25% reserves 

a~a1nst deposits -- if Ur. Morgenthau would see Senator Glass 

the bill could be passed . 

Mr . Eccles said he had no objection to the upper limit or 

2~ for reserves against deposits and that the 6-5 open mark~t 

committee was particularly a question ror the Secretary t o decide, 

but that he (Mr. Eccles) bad no objection to it. 

Mr . Morgenthau recalled tha t the agreement pri or to intro­

duction or the bill was ror a 3-2 open mar~et committee. 

Kr . Eccles said that t here were particularly good reasons 

for having 5 tovernora because it gave geographical representation 

to tbe rour sections or the country and one member at large. 
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This commi,\ee, be t hough,, with an executive committee or three 

me~bers or the rederal Reserve Board including the Governor, and 

two r egional bank Governors would be an excellent arrangement. 

ln response to an inquiry from Mr . Morgenthau , Kr. Eccles 

explained that he was on record betc:nthe committees ror the Open 

Market Committee to be made up of the Feder~l Reserve Board 

with a group or Reserve Bank Governors acting i n an advisory 

capacity. 

Mr . Morgenthau said that he felt that if there were an 

agreement reached by this group and if it were then giventhe 

O.K. or the President that the group must absolutely stick 

together on that agreement and all sing the same song . 

Ur. Eccles said he thought that was absolutely right. 

Mr . Morgenthau personally inclined towar d letters to the 

banks and publicity with respect thereto to shock the country 

and the Hill into action . 

Mr. Eccles interposed to say that the organized opposition 

ot the bankers is responsible ror the delay. 

Kr. Morgenthau said that if that were true it makes 

Tom Smith ' s argument all the etronger. 

Asked by the Secretary ror his opi nion, Mr . O'Connor said 

that he had no expr ession or view to make on the composition or 

the Open Market Commit tee. 

Mr . Morgenthau said that it was agreeable to him that the 

Secretary and the Comptroller have no vote. He didn't care 

about that . He said they could then sit back and tell the Open 

Market Committee when it was wrong. He added that t he President 

68 
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disagreed with b~ on that and wanted the Secretary ot the Treasury 

on the Board. 

Mr. Korgenthau suggest ed aa¥ing Tom Smith i nto the meet ing 

ror a sta tement· on how he oan make good upQn his statement that 

the bill ooUd be passed if a 6-5 Open Market Commit tee woa agreed 

to. 

Wr. Crowley said he thought it would be possible to get the 

6-5 oomprom1se but he thought t be Secretary should see Se nator 

Class in any event. 

Wr . Morgent hau is under the impression that the President 

should see Senator Glasa with him and ur . Eccles. He added that 

tr Ur . Scoles is an irritation to Senat or Glass it might be well 

to leave him at home, to which Mr . Eccles cordially agreed . 

Mr . Mor gent hau said he wasn't going to h~ve any more compli­

cation or the President and Senator Glasa differ ing in the stor ies 

that they tell about t heir conversations and agreements -- that 

t he t hing to do was to get them together . 

Mr . Korgenthau said he thought a comb i ned s tatement could be 

prepared and the Senate leaders told that it ia going to be sent 

out. 

Mr. Crowley thoupht that wa~ O.K. but we might be playing e 

joke on ourselves -- that it is past the time for any scare. 

Ur, Mor genthau said tha t so far as he was concer ned it was not 

a bluff -- that he took his oath of off i ce seriously. 

Mr. &coles said that he would suggest the group agr•e on 

progrma, then have the President oall Senator Glasa dowa 
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and try t o get the whole Banking Act through. I t tha t ie round 

to be tspoasible prepare a resolution tor a 30 day extension or 

the tempor ar y insurance plan. 

Mr. Wor genthau aaid tha t he t hought Wr . Eccles , Mr. Crowley 
with 

and Mr . O'Connor did not fulf i ll the duties/wbleh they are charged . 

ae was or the opinion that many bankers would think the delay and 

inaction outrageous , and any others who might know of it . 

Mr. O' Connor thought that the situat ion was pr etty well 

understood all around . 

Wr. Eccles said an extens i on or the t emporary tund must be 

secured or the notices sent out. 

Mr. Cr owley was or t he opinion that there would be no exten-

sion now. 

Mr . Oliphant was in r avor or sending out notices at once. 

At t his point Mr. Tom Smith joined the group. 

Mr. Worgenthau explained the s ituation to hU., i ndi cating 

that there had been discuss i on of sending out a letter on aub­

acript ions to the permanent ins urance fund snd told him that he 

had reported to the ~roup wha t Mr . Smith had said about getting 

the bill passed and Mr . Smith agreed that he t hought ther e was a 

80od chance ot pass ing the bill i f the y could get an agreement 

or 6-5 Open Karket Committee and a 25~ t op on deposit reaerTes . 

Be said he thought it could be brought about. 

Mr. Uor genthau and Mr . Oliphant thought t hat the not i ce to 

the banks should be sent out anyway - - t hat there is no a ssurance 

there oan be DO 4*tinite assurance t hat the bill will peas. 

always poss ibilities ot e fillibuater. 
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Mr. Crowley was 1n favor of g1v1ng a fe w days time before 

sending out the aDDouncements . He t bou2bt they would have a bad 

etrect on the b8Jik1ng syst•. 

Mr. Oli phant was opposed to any delay and his comment was that 

there were a number or mambere 1n the Senate who wbuld delight in 

embarrassing the Adminietration by coneenting to a delay and then 

passing the plan. 

Mr. Korgentbau said be was interes ted in doing the moral a nd 

legal thing and that his interest i s in what is right. 

1hat explanat ion, he s aid , can I , as f i scal of f icer or t he 

;dministration , give if I have not advised t ho President and the 

public of t he situation. At least two weeks notice is due the 

bankers. I t hink there is just ified criticism of myself and my 

associates tha t the thing has not been brought t o a head s ooner. 

Mr. Ol iphant pointed out that t he Boards or Directors of the 

various banks must determine whet her t o go into the permanent fund 

and that it will be impossibl e to arrme e Board meetines ror tha t 

purpose between now and July 1. He was willing to agree on a 

?1 

6- 5 Open ~arket Committ ee but sa id t bs t 1r there was any expectation 

or getting complete agreement on the bill that there would be no 

bill befor e June 30th. 

Kr. Worgentbau was or the opinion t hat if the notioee were 

sent out , be and his associates would have done t heir duty. 

Wr. O' Connor agreed that we must protect ourselves . 

Mr . Eccles agreed t hat notice should be sent out unless there 

was a 30 day extension at once . 

Wr. Mor gentbau said be t hought it was not only good public 
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but com.on decency to send out notices at once. 

wr. Eccles said that even if the notices were sent out it 

might still not be sufficient time or no tice to the benka and 

suggested t hat we ask ror 30 day extension nlso. 

wr. Morgentbau was opposed to this and said that Senator 

cl ass would inquire why t his bad not been sugges t ed sooner. 

wr. Cr owley said that Title I had been tied t o Title II in 

order to pass Title II. He suggested that if a conference w1 th 

tne Rill brought about an agreement to pass Title II 1n sam~ form 

event ually that it might be well to pass Title I at once, and 

then pass Title II on •uly 10 or some other date following the 

t i r st or the month. 

Yr . Oliphant suggest ed the possibili t y or sending out the 

not ioe,having conference with the Hill, waiting 10 days and then 

prov.ide for 50 day extension. 

Mr . Crowley was or the opinion that they wouldn' t be abl e 

to get a 30 day extension . 

ur. Jooles sai d it would be impossi ble t o get Title I alone 

through the House. He sai d that they s houldn 't permit Senator 

Glass and t he bankers t o determine whs t l egislation to pasa . 

Mr. Oliphant said we had the same situation on the Gold 

Reserve •• ot and if i t bad gone to the Glasa aab- oomm1ttee instead 
the 

or to the whole committee, that/same s ituation would have resulted . 

Mr . ~orgenthau said that i f all agreed he would reoommand 

to the President, (l ) t hat a notice would go out Saturday night 

to the banks , (2) that there would be a Joint publicity s t atement 

:or Monday paper s , (3) that the President woul d agree to a 6- D 

Regraded Unclassified 



-11-

~n ~arket Commi~~·• tor trading purposes aDd that be would send 

ror anybody that be wis hed to make the beat bargain be can. 

It was agreed that t he 25~ t op limit tor reserves would be 

included also. 

Wr. O' Connor aaid that be was for t hat plan. He sai d there 

was br ief time a nd wondered if he should prepare certificates. 

h committ ee was a ppointed to dr a w up the Joint publicity state­

ment composed of Mr. Upham , v~ . Elli ott Thurston, Mr. rol ger. 

~r . Crowley sai d he would name a representative or the FDIC 

lat er . 

c r. 5mith said that Senator Cl ass would be out o r the c ity 

next ~onday , Tuesday and Wednesday. He asked what he might say 

to the banker s on all t his. 

Mr . Morgenthsu asked t hat be say nothing until they would 

go across the street to see the Pres ident. 

Mr . Morgenthau called Marvin Macintyre and told him that the 

group present in ht s office were all in agreement and they would 

like to see the President tor 1 5 minutes . The President was 

unable to see t he gr oup at that time, but Yr. Morgentheu went 

into an adjoining room and talked with him on the 'phone . 

Mr. Morgenthau r et ur ned and reported tha t the President woul d 

agree t o a 6-4 Open Market Committee but not 6-5. 

Asked by Mr. Morgenthau 1f he gave a damn, Mr . Smi tb 

said t hat he certainly did give a damn -- that it made a great deal 

or difference -- that to get a different type ot repre~entation 

Wi th 5 means a greater dispersion ove r the country. 

Wr . Eccles interposed to aa:r that the President would take 

-- that be bad it in writing. 
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Yr. Morgentbau said tbat t he President would not aee 

senstor Glasa and t hat be was leaving the whole thing t o bU.. 

Mr. Mor genthau at t his point was called on the telephone 

by the 7/bi te House and told that the President bad arranged 

an appoint ment tor the Secretary with Senator Fletcher at ll 

tomorrow morning. 

Mr . Smith asked how about 8 to 5 and Mr. Eccles reported 

ar ain that be bad the President in writing on that . 

Mr. Smith s a id th.at be would t alk to biB as sociates about 

e to 5 . 

Mr . Eccles , Ur. Coolidge a nd Mr. Crowley all said that they 

prerer 8 to s. 
Mr. Morgenthau again called the 7bite Bouse and confirmed 

the 8 to 5 as O. K. with the President . 

Dur ing t he discussion Ur. Smith asked about the amendment 

to the Uti lity Hill which should bar bank otticers and directors 

rrom serving at the same time on utility boards . 

Yr. Talley or the RFC said that be was for the amendment. 

Mr . Smith and Mr. Coolidge thought it very important that 

be killed and Mr. Yorgenthau said that with al l the other 

things on bia mind be could.n ' t get excited about it . 

74 
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Juno ~th 

• 
H.II . Jr. called llr. Choate and the following is their 

conversation I 

s.u.Jr1 

Choate: 

I waa talking to the President this morning on 
your bill and I told him that aa tar as we are 
concerned t here is no aiaunderstanding as to 
Where we want to s,ee this control. We do not 
want it 1n the Tre·asuey. 

The Ways and lleans Collllllittee boys thought you 
wanted it. 

Then Mr. Worgenthau gave llr, Choate the gist or his 
conversation Which he had with Yr. Doughton yesterday. 
(A copy of this conversation can be round under date or 
June 12th 1n the telephone records.) 

B.H. '-Tr: Bell tells me that some or the Committee was down 
to see him and said that they would like to see 
it in the Treasury. I told the Press two weeks 
ago that I thought you did a grand job and that 
I wanted to see FACA unde.r your control. I do 
not want to go into the social aspects or the 
thing. I am 100~ tor having FACA stay with you 
and t hey are trying to play us ott one against 
the other. 

*********** 

""5 
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Jpp•lttih 

'foa Saith c ... 1n and aa14 that he contacte4 the 
banker• laat Dight (officers of the Aaer1can B&Dkcra' Aasoc1at1on) 
and they at1clt bf six to tin. 
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JUDe 14, 1935 . 

At 11:00 AJY. , the President baving arranged tor the 

appointment , Secretary Yorgenthau, Under secretary Coo1idpe , 

Charles West and C.B. Uphaa called at the office of Senator 

Duncan U. !'letcher, or B'lorida, Chail'1118Jl or theSenate Banking 

end Currency Committee. Senator Byrnes was also present. 

Yr. Morgentbau explained t be situation with r espect to the 

necessity tor taking steps to put into effect the permanent 

deposit insurance plan on July 1 , in the absence or legislation 

on the subJect prior to that time. He told or the meeting in 

his office yesterday with the Governor or the ~ederal Reserve 

Jys tem, the Chairman or the Pederal Deposi t Insurance Corporation, 

t he ; omptroller of the Currency, and r epresentatives or the 

Reconstruction Finance Corporat i on , at whi ch there was agreement 

that the fiscal officers or the Government could no longer rely 

upon expectation or legislation before July l, and agreement that 

the banks should be notified that they must become Class A stock­

hol ders or the Federal Deposit Insurance Cor poration before tbat 

date. 

Yr. Fletcher and Mr. Byrnes were shown· the sta tement •hich 

bad been prepared to give to the press explaining the necess1t:r 

tor call ing upon the banks tor applications tor Class A stock, 

and both advised that it be sent out . Senator Byrnes sai d that 

be was even more in ravor or it than he would have been an hour 

earlier, because be had Just come from a meeting of the subcommittee 

having the Banking Act or 1935 in charge, and that it had adJourned 

ar ter a rirteen ainute session, because Senator Glasa bed to meet 

some people dowa towa, and because Senator Class , who llvea at the 
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Raleigh HOtel, baa bad little aleep tor two or three nights OD 

account or the Shriner~ Convention. Moreover, because Senator Glasa 

ts to be away Monday and '1\lesday or next nalt having degrees 

conferred on him, the consideration or Title II or the Bill waa 

postponed until next ~ednesday. 

Mr . Byrnes said that there was quite ~ difference ot opinion 

among the members or the Committee. Senator Bulkley, he said, ia 

almo~t ready to go to the idea proposed by Mr. Vanderlip in his 

testimony, and shut the bankers out entirely, giving oaaplete con­

trol t o the Government . Senator Couzens is going to t he hospital 

and wil l not be back this session. He i s leaving a me.orandum with 

Townsend and g iving him authority to vote tor hia. senat or Couzens 

been talked around to agreeing to a 6-5 open market committee , 

Mr . Byrnes thinks . 

Both Senator Byrnes and Senator Vletcber deplored the delay 

and inaction or the subcommittee, and Senator Fletcher said that 

tbe full committee ought to take the bill away from the suboomnittee. 

Senator Byrnes said he had pressed Senator Glasa eo hard that even 

so good a friend as he bad always been , now passed him no more 

than a Good Morning. All the rest of the subcommittee agree -
readily to any suggestion Senator Class 11111kes about pl)tUng ott 

consideration ot Title II or postponing aeetings of tbe aubcoma1ttee. 

Senator Byrnes said he thought the issuance or a publicity 

sta tement would help the bill's chances or passage and that some 

act ion was needed. 

Senator Byrnes r eferred to a proposal that all members or tbll 

~ederal Reserve Board be made Governors and t hat they be per.1tted 

• 
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t o elect their own Chairman . Mr . Korgenthau was or the opinion~ 
t hat the President should appoint the Chairman or the Board. 

Senator Byrnes said there were various proposals to leave 

the Comptroller ott the Board or to leave both the Secretary and 

the Comptroller o~the Board. Mr . Morgentbau said that personally 

be was not eager t o be a member ot t he !!oard, in tact, would prat er 

no t to be, but that the Presi dent wanted bta on the aoard, a nd that 

sett l ed it - - tha t he would go along with the President . He added 

t ha t the Secretar y and the Comptroller should be treated a like, 

ei ther both lef t on or both r emoved. 

Dur i ng the course of t he conference , ur. Upham was called to 

the telephone and informed by Elliott Thur s t on that the Pederal 

Reser ve Board, in session at the time , bad voted unanimousl y 

t ha t in their opinion no statement should be given to the public , 

sod t ha t it one was, the Federal Reserve Board would not participate 

in i t . 

~t . Mr. Morgentbau• s request, ~. Upham telephoned t o Mr . Crow­

ley t o be in t he ottice ot the Secretary in 15 minutes on an 

emer gency matter . He also tried to reach Mr . O' Connor with the 

same message. Upon being told by Governor ~coles• secretary that 

Mr . O' Connor was on another telephone, Miss Egbert was a sked to 

Fi ve the message to Mr . O' COnnor. Upon returning to the Secretary's 

of f i ce, Mr. Crowley appeared, and Mr. Korgenthau called Mr. O' Connor 

at the Federal Reserve Board meeti~~ · Upon bis return to bi a own 

office , Mr . Upham was given a message trom Miss F.gbert to the 

errect that ur. O'Connor would come to tbe Secratary'e oft ioe if be 

got out ot tbe Board meeting, but that be doubted tbat be would get 
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out in tille. 

Mr. Morgenthau talked to Governor Eccles on the telphone , and 

Governor Eccles cont1raed the action or the !ederal ReserYe Board , 
and told Mr. Worgenthau that the Ooard felt that it had no respon­

s ibility in the matter, other than to i ssue the necessary regula­
tions, and to certiry member St ate banks when asked to do so by 

the :<'edaral Deposit Inaurance Corporat i on. Mr. lo!orgenthatl told 
even 

htm that the statement would be made/it it had to be made by the 

decretary oC the Treasury. 

~r. o•uonnor , Who came out of the Federa l Reaerve Boa rd meet-
ing to talk t o the Secretary, told him, arter ascertaining that 

frank speaking was ~cceptable, t hat he thought it most inadvisable 
that any statement be made to the public, that it would be very 

upsetting t o the banks and bank depositors , and might result 1n 
serious banking disarrangements . 

Upon being informed or the action or the ?eder al Reserve Board, 
Wr. J r owley said that he would i ssue the sta tement by himself. 

Asked if Mr. Goldsborough would go along with him in such action, 
..r . Cr owley replied i n the affirmative . llhen Mr. Upham returned 

to his office be round a communication f rom Mr . c rowley t o the 

er rsct that ~ Board had voted that before any sta tement should be 

e iven out to the public , there should be a Jo int me~tine of the 
Federal Reserve Board, the ll'eder ol Deposit Insurance Cor por at ion , 

and the Comptroller of the Currency to discuss 1t. 
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June 14, 1 936. 
Prida)'. 

Xarriner s. 
Eccles: - oocaaion lllld no reaponaibillt)' whatever except for 

the certification of t be member banks , or i n short, 
when they're s ubmit t ed to t he F. D.I.c . 

H. M. Jr: 

E: 

B. V. Jr: 

B: 

B. M. Jr: 

E: 

Well, have you got - bow - don't you make the rules 
and regulations? 

Don 1 t We What, )'OU aa)"l 

Make the rules and regulations. 

Well, they make - no, t hey only make one regulation . 
They make a regulation as to t he method of concluding 
deposita. 

Are those - is that regulation -

That regulation - the regulation ia out . The Board 
just - it's been out for some time . The 
already had moat of the work done on it; it was just 
a question of fiXing the date of the bank statements 
that they wanted to use, aee? 

I see. 

foA 

And we've d1aouaoed it with the Comptroller - he's he1•e 
now, and the datee are fixed and the regulation has been 
jua~ adopted by the Board in conformity with the l aw. 

II . M. Jr: 

E: 

ll. M. Jr: 

E: 

Yea. 

And the regulation will be out i n t he - we ' ll wire it 
as to t he Federal Reserve Bank and ask the Federal 
Reserve Bank to send it so i t will - it can be 1n the 
banda of every bank tomorrow morni%18• 

Well, who do you think ought to sign that statement? 

I think nobody but Crowley. I don't think that either 
t he - I don't think t he Comptr oller ought to do it and 
I don't believe the Treasury ought to do itf for this 
reason, that a statement go1D8 out - now, I • apeald.ng 
of i t psychologically and not legally - but if stat e­
menta go out a1gned by the Govem ore of Federal Reserve 
Board and t he Comptroller lllld t he Treasury, it g1 vee 
too lllll.Ch importance to this thing . It - ! think we 
ought to treat it just as a normal matter and not throw 
a lot of aoa.re lllld get a lot of beadli.nea on it. 

Well, do you think it is a normal matte!"'? 

What 1a itt 

Do 'J'OU think it's a ncn.almatter? 
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H. ld • .Tr: 

E: 

B. loi • .Tr: 

E: 

B . l~ • .rr: 

E: 

B. N • .Tr: 

E: 

H. loi. Jr: 

E: 

H. I.I. Jr: 

B: 

H,!.I, .Tr: 

E: 

R.l!. Jr: 

B: 

H. III . Jr: 

E: 

- 2 -

I t h1llk i t h. I think i t ' a almpl,- complying 11'1. th the 
law, and to do - to t r eat it an,- other way, I reall,­
thlnk it would be a m1atake. 

Wel l - t hey ~oted on it, did the,-f 

They ~oted on it this morning. 

All.r1ght. 

I hope you teal the sUie way about it. 

Well , I 'm goi.ng to get the statement out i .t I have to 
sign it alone. 

Well , I - ot course - you ahouldn t t sign it though by 
all means . 

Yes, but the statement is going to go out -

Well, the statement should go out immedia t el y. 

- and if the only person to sign it - I'll sign it. 

Well , it's up to Crowley - i t ' s up to the P. D.I.O. 
Board t o put the statement out. I moan, that's their 
legal responsibility, and thero 1 a no reason at all for 
you to do it or for you to take the responsibility ot 
it, and as far as I 1m personally concerned, I don' t 
have any hesitancy at all about doing it - but, as 
Governor of the Board I can 1 t do it unless t he Board 
approves of it. 

Yea, that's all right. 

You know that. 

Yes. 

And, of course, you also know the general situation here. 

All right, Marriner. 

lll r ight. 

All right, goodbye. 
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B. V. Jr: Hello. 
J.-a 
~ortett: Hello, Henr,-1 

s . M. Jr: Yea, Jim=y, how are J'OU? 

JUne 14, 19~5. 
Fl-141.,.. 

!J: Th1a aub-o01111111. ttee of ours will meet this morning in 
anticipating that the subject .,. be d1acuaaed 

B. M. Jr: Yea. 

~: You - J'OU do not approve of taking the Secretary and 
the Comptroller ott the Board eo far •• voting 1a con­
cerned, do you? 

rr. M. Jr: Well , Jimmy, this 1a -there ' s a d1!!erenee on this be­
tween the President and myself. 

!.l: Yes . 

B. loi . J r: Just a minute please. (Would you mind stepping out a 
minute?) Just hold the wire, please . I couldn't talk. 
Hell o . 

Ll: Yes . 

H.M. Jr: I had Mr . Frazier, President of the Internati onal Bank 
ot Baal s, but he's now With the New York Bank~ I 
couldn' t talk. 

!J: Right . 

H. !J. Jr: Now, her e'• the thing . We had all of the governmental 
agencies affected 1n here yesterday by this, do you see? 

ld: Yea . 

H. M. Jr: And then we called in Tom Smith who r epresents t he Ameri­
can Banker . 

t.l: Yea . 

B. N. Jr: Then we bad two or three talka with the Preaident . 

M: Yea . 

B. M.Jr: Mow, t he President aa1d confidentially tor trading purpose& 
he'd be willing to go eight t o five, eee? 

M: Eight t o five. 

H. M. Jr: Yee, or six to tour. Bello. 

V: I figured eight to five. 

B. M.Jra Eight to five. 
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11: Yea. 

l!. loi. Jr: Now, the Preeldent inelate tbat I ata7 on the Federal 
Reaerve and I ~ote. 

ld: Yea. 

B, lo!. Jr: The American Banke:nt Who ha~e been ~er., decent on thla 
thing inaht that 11be., don't want the Secretar7 or the 
Treaa~ or the Controller t o vote on the open market. 
Peraonall7, I - I don' t gl~e a damn, aeef 

1.!: Yea . 

U, loi, Jr: And - but the Prealdent ia ~er., lnalatent that t he 
Secretar., or the Treaaur., should at ay on the Feder al 
Reserve and he had told them that. 

!J: Take that on the ground without public interest 

R .~. Jr: Yea, Now, the President made the appointment ror me to 
go and see Senator Fletoher thla morning at 11:15 on 
this subject . 

M: Yea. Trouble la we 're meeting at 10:30. I just lert 

H.M. Jr: Wel l, now he called Up Senator Fletcher and aald, I 'm 
aandlng up the Seoretar7 of the Treaaur., to see you on 
t.hla. 

L!: 

H,!.I, J r: 

M: 

H.M, Jr: 

M: 

ll: 

H. M,Jr: 

Well -

And I asked Charlie Weat to be there ao that there 
wouldn't be any Jlllaund~ratandlng, aeeT 

The trouble la, he don 1 t set in on the aub-comudttaa. 

Who? 

Fletcher. 

Well I - but, thla la wbat happened yesterday and I 
could tall 70u ror t r ading purpoaea t he Pr esident will 
go t o eight t o ti~• or s ix to rour. But, he will not do 
what t he Bankera want nor wbat Glua wanta and that la 
alx t o rt~e. 

No. 

Beoauae that -

Well, bow about thla -

You see, tbat laa~ea the Seoretar., or the 'l're&BID'J' aD4 
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H,M,Jr: 

H • .,. Jr: 

II: 

H.l'. Jr : 

L!: 

- 3 -

the Cllii!Ptroller ott voting 

Well, I•a ~eeable keeping tha. both 

Pardon _ , 

lit you keep both ot them on, both voting 

Yes. Well, that's eight to tive. 

That's eight to the. That'll go that ta:r; that's what 
I told th-. 

Well , the President - all he'll go ia - as tar as t~ 
can shove him ie eight to t1 ve. 

Well, that 1 a ~- I 1m on that . Now, let me ask you -

H.M. Jr: Yes. 

Jl: 

H. lt, Jr~ 

H. !.!, Jr: 

IJ: 

F. ¥. Jr: 

ll: 

H. M.Jr: 

ld: 

H. IA. Jr: 

IJ: 

H. ll.Jr: 

!.! : 

This t hing ot the Governor• - calling th11111 Governors 
the Board selecting ita own chair­

man. What ' • he got t o say about that? 

I never took it up with him; I don't know. 

What do you think best? 

You'll have to repeat it because I don't quite get it. 

The pr opoeal of fellows wae, and I know that certainly 
Glaae seemed to favor it. 

Yes. 

That - called the method ot the Board ot Governor• -

Yea. 

member• of the Board and they've selected 
each one, you see, as a Governor. 

Yea. 

ADd they aeleot their chairman instead of t .he chairman 
being appointed by the Preeident. 

The chairman ot this -

Pederal Reeerve Board. 

Well, the Preeident now appointe the chairman, doesn't he' 

Well, that's what they want atoppe4 and have the obal~ 
aeleote4 b'J the IMIIbera ~elves. 
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B. li. Jr: Oh, I don't thlnk ao. I thl.Dk tbat - that -I -an, 1t'• 

nner been put liP to ae bet ore and I'd baTe to g1Te 1011 a 
ourb atone opinion. 

11: Well, let•a take Interstate Commerce Coamiaa1on -

H.M. Jr: Well, I 'd have to g1Ye ~u ourb atone and rq ourb atone 
op1nlon 1a that the Prealdent should appoint the oha1r-

M: 

H.M. Jr : 

M: 

a.u. Jr: 

!.!: 

H. loi . Jr: 

L!: 

If. !.!. Jr: 

II!: 

H.M. Jr: 

V: 

1.1: 

lol: 

~. 

Well , that would be alne, 

Well , t hat' • just ourb stoneJ DO one baa ever aaked M 

betore. 

What else dld you determine u~onT 

Well, the only other polnt was thle ~~ost1on ot 25% re­
serve and -

You're .t'1x1ng t he 

'l'he reserve that t h e - that t hey oan• t chlmge res erves 
.t'l'om 25%, eeeT I a ean, as I under stand 1 t they want ed 
t o have 1t s o t he Federal Reserve Board could lnorease 
or deor eaae the amount ot the reservea, you see? 

Yea. 

But the;y want t o aave - leave 1t the way 1t ia whloh is 
DOW 25~. !low, those are t he only two thlnga that -

Now, 

Yea, I think that ' • the way it ia. 
on 1 t, but I know they kept talk1D8 
aeet 

Yes. 

I 'm a little hasy 
about 25% reaerTe, 

'!'here'• juat two thlnga, t hat Tom Smith aa1d tbat t hey -
evel'}body would be happy it t hey'd make 1 t aix to ti ve 
and leaYe the r eaerve to 25%. You know, I 'm not a banker. 

Yea. 

So, - agreed on the 25%; I dldn 1 t even put i t up t o the 
Prealdent, aee, beoauae the whole guts ot t hla thing, 
J1Bm7, 1• the queat1on ot this open market committee, 
see? 

Yea. 

!bat'• tbe whole thing and Tom Smith was baok here thla 
aorD1.ng agaln. He aald, well, we' Ye got to fight on thla 
t~. I add, well, I'a •orTT, 'loa. And he add, well, 
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we can't do better - we can' t do better than a1x to 
t'1ve an4 I said, well, th1a -'dm'n1 stratton cannot -et 
you on that. 

M: Well, it' necessary, we'll have - it' neoeaaary, we'll 
take the Comptroller orr and put another member on. 
It would be putting another member on the Board, 

H, IJ, Jr: Well, that would be all right , but the President in­
alate - the President 1na1ata that the Seoret&rT ot' 
the TreaaUl"J ata7a on. U 70u take the COIIIPtroller orr 
you've got to take care or hie salary, though, See? 
Because he gets part or hie salary t'rom being a meaaber 
ot' the Federal Reserve Board, 70u know. 

M: All right, 

H. U, Jr: So you'd have to take care ot his salary, 

K: Well , we'll do that •• 

H, li!, Jr: WhaG? 

»: We'll do that, 

H, M, Jr: Yea, 

M: All right. 

H. M, Jr: Now, I 'm here and - I wasn't doing anything until yeater­
da7J now the President baa ldnd or pinned this thing on me. 

Ill: Well, it -· - arter J"OU get through thia morning, I'll 
tell you what ' a happened and then you can keep up to date 
on it. 

H, M, Jr: And I will be at Senator Pletcher's ot't'ice at ll:lS at the 
President 's request. 

M: All r ight, good. 

H, M,Jr: God bless you and I 'm glad you're in it. 

!.!: Goodbye. 
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J,P,T. 
o•connor: 

R.11.J'r: 

o•c: 

I! , !I!, Jr: 

o•c : 

H. rt. Jr: 

o•c : 

I! , !.! , Jr: 

o•c: 

H,!.l, Jr: 

o•c: 

B.W, Jr: 

o•c : 

B. lli.J'r: 

o•c: 
H. ll, Jr: 

Yea . 

- about my going ott the Board and your going ott the 
Board. 

Yes , 

And then he said - I told b1m that we were willing to 
go eight to five and nothing else. 

That's right. 

And then he said, what about t he Controller' s going 
ott the Board and you staying on and creating a 
vacancy and then we could put a new member, I said, 
no, whatever you do the Oo~troller and I either stay 
on or go ott together, 

I'm with you a hundred percent. 

llow, I want you t o know that. 

I'm a hundred percent with you, but - now, I - those -
that comm1.ttee - I don't think I told you oame to 
see me a couple of ~l.mes and I said this - and - this 
point hasn't been emphasized, Can I take a seoond? 

Surely. 

This point basn•t been emphasized and that ia, they 
ta1k about political control and this man, I said do 
you realize where the greatest control of thia nat!on 
is today over money? Well, that's over a two billion 
dollar profit in the hands of one man, and havs you 
round any complaint anywhere in this country about itT 
I said, I havsn 1 t got that the Federal Reserve and 
the Federal Deposit haven' t gotthat - haven't got any 
responsibili ty such as that and have you found any oom­
pl aint'l Well, they said, no they hadn' t • Well, I said, 
all right; that' 1 the answer. 

Well, I juat wanted -

Well, you're dead right. 

I don • t know where that idea came trom. 

Well , I know where 1 t came tram. 

Well, I - I -

It came tram the same souroe that 1 a bean fighti ng Ul 

right along. 
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a.v.Jr: 

o•c: 
B.LI.Jr: 

H. loi. Jr : 

- 2 -

Well, I WDte4 to tell JOU eo 1n oue JOU hMl'Cl 
about 1t. I'"''e taken tba podUon t:Mt the two of 
ue e1 ther go on or eta7 ott. 

I'• 'tld.th JOU a lnmdred peroent. 
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June lith 

Last night Mr. and Mrs. llorgenthau had supper at the 
White House - celebrating Bobby Fitaaurice's birthday. 

Mter supper the President discussed his tax progru 
message. Ra)' lloley rewrote the message that we prepared for 
the President. The taxes included in the President's program, 
which he feels are illportant and essential, are as follona 

Inheri tence Tax 
Gr aduate Tax 
Inter-corporate Tax 
Tax on top incoaes 

The other tax iteu cen go into the oaoibua section. 
They are: 

1~ surtax leas dividend 
Unnecessar)' surpluses 
Disc~er.r and Depl etion 
Tax exeapt securit i es 

The tax message which the Presi dent is sending up is 
more or less or a campaign document la;r1ng down the principles 
as to where he stand&. He does not expect any action on this 
but gives the people a year t o think it over. 

********* 
Pat HarT1son called up this morning and told 

Mr. llorgenthau that he wanted to go ~er t he new taxes with 
him and Mr. tlorgenth&u told Pat Harrison that he was aln)'S 
glad to go ~er an;rthing with hill but it was the President 
he wanted to see on the tax prograa and not himself - that 
it was entirelY 1n the hands of the President. 

Tom Saith told Mr. llorgenthau to-da)' that he could 
not coae as Director of the Budget. Mr. llorgenthau feels 
that the bankers worked on hill lut night and advised hill 
&&a1nst ta1d.nc _i t , because the other d.ca7 llr. llorgenthau fel.t 
that he was !1&,1 sure that he could COM. 
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B.li.Jr. then called Jett7 O'Connor and told hia that he 
had just coae troll the h.ill and had seen Senator Fletcher and 
Jilllll1 Byrnes and they are ver7 anxious that the stat..eut be 
ginn out 1D recard to the peraanent insurance plan and that 
we go ahead. (Stat-t attached herewith). 

Crowley says that he is pertectl7 w1ll..1ng to sip tb.e 
stateaent alone and Bcclea feels that nobod7 bat llr. Crowl87 
ought to sign the statement. llr. lforgenthau then asked 
11r. O'Connor how he felt and he frankl7 told him that he thought 
it was a great a1stake to give out 8Jl7 stateaent at this time. 
!loweYer, llr. lforgenthau 1ntoraed llr. O'Connor that he, CoolidJe 
and the President al1 agreed hearti17 1D favor of giving out 
the stateaent to 'llhich Mr. O'Connor replied that 1t llr. lforgen­
thau decided to do it he would go along with hia. 

llr. lforgenthau also told llr. O' Connor that 'tlben Ji-.r 
Byrnes raised the question or llr. lforgenthau staTing on aa a 
Kember of the Federal Reserve Board and possibly the Comptroller 
going ott llr. lforgenthau aade it verT clear that either bot~ 
stayed on the Board or both went ott. 

Regraded Unclassified 



ter.a Of tu ~ect ~ oo Jul7 10 1930. In m.:r, ~:r, to obtaia 

t!w bcefi b of tu PI~Dt iuUl'IUlce, en1'7 'bllllt which h a ·Pibl:r 

of \M tql01'1.!7 h4e:ral Jlepolit lAIUl'IUlce J'aD4 -.t be- a Clue I. 

etookbolcln of tu cozporaUOD Clll o :r before Jul7 1, 1935. J'o:r th1a 

purpoaa tu corporation h ...,.,,ng out tu DeCIIIIU7 appltcat1011 fo~ 

to all 8UCh biDlca. I.e \M NIIOUDt of atocll: which •ch biDlc 11 :requi:rM 

to aubac:ribe and pe:t fo:r 1110at be ccputed 1D accordance with :recuJ.at1-

p:raac:r1bed 117 \M h4e:ral Beaern l!oa:rd, that lloa:rd baa p:rmlllg.ted tu 

DIOIIIN7 :regul&t1CIIl and copiea of \M :recul&UCIIl a:re kiD& aut to all 

biDlca which a:re -.be:ra of tM t1111!P01'&1'7 fDD4. !he lUI :requaH that 

up011 :reoe1pt of tM app11caUC111 of each -be:r 'bllllt, the corpo:ratiCIIl 

eM.ll requeat tM J.a.:ral Beaene lloa:rd, iD the oaae of a State -ber 

bulc, o:r tM Comptroller of tu 0u:r:rao7, iD tM oaee of a llr.U.-1 

ba.Dk, to cerU17 aa t o tM ad~ of tu ••••h of tM appl71D& 'bull: 

to eaable it t o ... t all of 1te l1abil1t1ee to depoaita:ra aDd other 

c:redi tore ae lhom 'b7 1\e boob. State biDlca Wb.ich are Dot .-bel'l 

of tU h4e:ral Beeene 87at- -..t &leo appl7 f o:r Ola11 I. et~ but 

iDa..ach &I \U DICeii&J7 ca:rtitie&t1011 -· fui'Dillwd b7 tlw State 

tupemeG:rT autho:riUee at the tiM of tui:r a4ahl1oD to the :tand, 

DO fUrther oertificaUan 11 :required. 

lllult for.~ which -.:, be ued 1.D a ppl71D& fo:r Clala I. atocll: 1.D 

~ Co:rporatiOD are bei.D& act out to the biDlca and plau are be1JIC 

cc.pleted fo:r puttill« tU peNaM&t plaD i.Dto effect 011 Jul7 1. 
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..a. 
Ia or4ar t.llat i!lll trau1Uc tre. i!lll ~ tlm4 to the 

pt.X -.pt illWNAOe ~ M effectecl -Othl7 u4 witbftt ""D80eU&l'7 

411laT or ccmf'uaion, U h urp4 tlat eYeX7 'buk fill out it• 

applicaUoa &D4 file it with the etfioe of the hMNl Depoeit 

Ia!!UNDOe c.rpGraUOD prc.p\17 'Cipca reoeipt. 

!!Ia ~t illwraaoe plea -• •obeclulecl te co bto etfeo' 

011 Jul:r 1 0 19M, lN.t tbe ettecun 4ate _. po•tpollecl for ODe J'WoX' 

b;r the COD&H••• A rnilecl plaa for pax-nat inoro.ranoe h now 

pending before a nbc-s.tt" of tbe Serat• OClllllitt" em :Jianld.IIC 

and Currenq, baTiJIC been paned b:r tbe Boaae of Bepr .. atatine c 

Jll;r 9, In nn ot the blpo .. ibilU:r of definite ••wrance that th1• 

leghlaUon, incl uded in the l!laDid.QC Act of 19350 will 'be enacted 

before Jul;r 1, the J'ederal Deposit Inoro.rance Corporation 1• accord.1D&:l7 

prepare4 to recein application• for ccmti~oe of ille'IIX'1Ulce co"'~ 
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85 
A1'ter Mr. Jtorgentbau returned .trom the Hill be ha~ 

the tollow1ng conversation with ~. Eoolea . 

UarriDer s. 
Eccles: - occasion and no responsibility whatever except 

B. JJ. Jr: 

E: 

ll, !.l. Jr: 

E: 

F. LI . Jr: 

E: 

H, bt . Jr: 

E: 

B. N. Jr: 

E: 

H, M. Jr: 

E: 

H. ltt. Jr: 

tor the certification ot the m~er banks, or in 
short , when they're submitted to the F. D. I . c . 

Well, have you got - now - don ' t you make t he rules 
and r egulations? 

Don' t we whn t , yc•u say? 

Malee the rules and regulati ons . 

~ell , t hey make - no, they only make one r egulation. 
They make a r egulation as to the method ot concluding 
deposita . 

Are those - is that regulation -

That regulation - the regulation is out , The Board 
just - it's been ou t tor some time, The 
already had most of the work done on it; it was just 
a question ot fixing the date of the bank statements 
that they want ed to use, see? 

I see. 

And we've discussed it with the Comptrol ler - he's here 
now, and the dates are fixed and the regulation has 
been just adopted by the Board in conformity with the 
law. 

Yea. 

And the regulation will be out in the - we' ll wire i t 
as to the Federal Reserve Bank and ask the Federul 
Reserve Bank to send it so 1 t will - 1 t can be in the 
hands of every bank tocorrow morning . 

Well , who do you t h ink ought to sign that statement? 

I think nobody but Crawl ey . I don't t hink t hat either 
t he - I don 1 t think the Comptroller ought to do it and 
I don ' t believe the Treasury ought t o do it, for this 
reason, t hat a statement going out - now, I 1m speaking 
ot 1t payoholog1cally and not legally - but if atate­
menta go out a1gned by the Governors ot Federal Reaerve 
Board and t he Comptroller and the Treasury, it givea 
too much importance to this th1ng . I t - I t hink we 
ought to treat it juat as a normal matter and not throw 
a lot ot acare and get a l ot ot headlinea on it . 

Well, do you think it 1s a normal matter? 
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B: 

B. LI. Jr: 

E: 

H. LI.Jr: 

E: 

H. tt . Jr: 

E: 

H. H. Jr: 

E: 

H. ti. Jr : 

E: 

H. M. Jr: 

E: 

H. M. Jr: 

E: 

H. M. Jr: 

E: 

H. M. Jr: 

E: 

H. LI . Jr: 

E: 

- 2 - 86 
What 1a it? 

Do you think it 's a normal mAtter? 

I t hink it 1s. I think it'a a~ly complyiDg with the 
law, and to do - to treat it any other way , I really 
think it would be a mistake. 

Well - they voted on it, did they? 

They voted on it this morning. 

All right . 

I hope you feel the same way about it. 

Well , I ' m going to get the etateoent out if I have to 
sign it alone . 

Well, I - of course - you :.houldn1 t sign it though by 
all mean e • 

Yes , but the statement is going to go out -

Well , the statement should go out immediately. 

- and if the only person to sign it - I 1ll sign it . 

Well , 1t 1 s up t o Cr owl ey - it's up to the F.D.I.C. 
Board to put the statement out . I mean, that's t heir 
legal responsibility, and there's no reason at all f or 
you to do it or for you to truce the responsibility of 
it , and as far as I ' m personally concerned, I don' t 
have any hesitancy at all about doing i t - but , ae 
Governor or the Board I oan 1 t do i t unles s the Board 
appr oves of it. 

Yes, that ' s all r ight. 

You know that. 

Yes. 

And, ot course, you alao know the general situation here. 

All right, Marriner. 

All r1ght . 

O.k. 

All r1ght , goodbye. 
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TREASURY DBPART!IEIIT 

Inter Office Communication 

Date J\Dle 14, 1936. 

To Secretary Uorgenthau 

From lfr. Oliphant 

In connection with th e case against Dr. Bernard Cohen 
and Drusgist Oscar Gorton for violation of the Narcotics 
laws, Dr. Cohen claimed that treatments given·by him to 
narcotics addict& had been with the consent and approval of 
the Narcotics enforcement offi cer in his district. 

You asked that an examination be made to determine 
whether and to what extent the Bureau should take action to 
prevent the repetition of such cases . 

Our stud1 indicates that there is no acceptable method 
of assisting physicians to determine their action in indi­
vidual cases . The other alternative is to issue instructions 
to all Narcotics officers to be on their guard against any 
communications with physicians which will indicate a concur­
rence in or acceptance or the treatment ot any individual 
patient. 

For this purpose the attached draft of 1natruotioua has 
been prepared. It you agree, please return the tile to me 
and I will forward it to Deputy Comcdasioner Wood with 
appropriate advice. 

(Signed) Herman Oliphant . 
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88 
TO NARCOTIC DISTRICT SUPERVISORS AND OTHERS CONCERlmD: 

It has come to the attention of the Bure~u that, 1n certain 
i nstances, narcotic officers ha?e adopted the practice of advis­
ing applicants as t o the propriety of administering narcotics in 
specific casu concernins which the applicant may be in doubt . 

Your attention is directed t o t he statement contai ned in 
llnrcotic P&Jnpblet lf- lfo. 56, reviaed, that; 

"The Bureau is not charged with the duty of laying down 
any fixed r ule as to the furnishing of drugs or the fre­
quency of tho prescriptions in any particular case. " 

It is recognized that narcotic officers recei ve numerous re­
quests tor advice i n prescribing and diaponoing narootica in 
specific casea on which a ruling may be desi red either because ot 
a bonn fide lack of understandins of the law and regulations by 
the applicant, or because of a deairo to atte~t to ebitt to tho 
of f icer and the Bureau the responsibility in questionable oases . 

Every case whore t he dispensing of narcotics is concerned 
presents different circumstances and it is impossi ble to formulate 
r egulations which will lay down definitely a rule 1n every case 
that may be presented. Responsibility tor the proper dispensing 
of narcoti c s is placed on the pr actitioner. The custom of ad~i•­
ing whether narcotics may or may not be prescribed in specific 
oases tends t o result in a lack of accuracy and encourages viola­
tions of t he law and regulations difficult t o pr osecute, s ince an 
unscrupulous, careless , or i ncompetent practitioner may apply a 
ruling in a case legitimately requiring the pr escr ibing and di s­
pensing of narcotics t o a case or outward s imilarity, but which, 
i n reality, does not require such prescribing and dispensing. A 
different i nterpretation by a narcoti c agent or inspector of a 
sit uation i n which an applicant has acted upon advice of another 
such off i cer may result in both t he Bureau and the applicant being 
placed i~ an ernbarassing positi on. 

I n the future a.ll applicati ons for interpretations of the law 
and regulations should be answered by forwarding to the applicant 
a copy of tlarootio Pamphlet N- No. sa, revised. In the event that 
i nformation is given to any representative of the Bureau ot a 
treatment or prospective tr~atment by a physician, or application 
is made for an i nter pretation or advice as applled t o any specific 
case or symptoms , the applicant , in addition t o being furnished a 
copy of the above-mentioned pamphlet, ahould be advised in the 
following, or similar, terms : 

"under t he Harrison Narcoti c Law, a physician ia allowed t o 
prescribe or dispense narcotic druga in the course ot hie profes­
sional practice only. The Bureau has no authority to grant per­
mission to any pb1sician t o prescri be narcotic drugs tor any parson 
or under any circumstances. What constitutes profeaaional practice 
and the good faith of the Ph1aic1an in ar~ given case 111\lst necaa­
sarily be establ1ahed by the facts and circumstances ot that case, 

Regraded Unclassified 



- 2 -

the application ot existing law, and the oonsensua ot IHdJ.oal 
op1n1on with regard thereto, based <m the experience ot the medi­
cal profession 1n cases of a siBdlar nature. 

•While the Bureau is desirous ot rendering every assistance 
possible, it feels that advice with reference to the prescribing 
and dispensing ot narcotic drugs i n an7 speoit1o oaae would not 
onl7 be wholl7 \Dl&uthorized, but lllight lead to Bds1Dterpretat1on 
of the Bureau's tunotlon. The ~esponsibilit7 tor the proper dis­
pensing of narootioa ia one wbioh the law plaoea upon the physi­
cian and Which the Bureau oan not assume.• 

Narcotic officers and other emplo7ees ot this Bureau will 
exercise care t o avoid a~v1ce, comments , interpretations , or 
silence, which m1gbt be construed as authorizing the prescribing 
and d1spenaing ot narcotics 1n &n7 specific case. 

Colllliiiaaloner. 
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TREASURY DEPARTMENT 90 

INT&It 01'1'1C& COMMUNICATION 

""" June 14, 193!1 

To Secret1U7 llorgentbaa 

,._ lolr. !J&aa 

On June i, 1935, telegrams were aent to Collectors and Deputy 

Collectors of I nternal Revenue , &akin& them to inatruct their agento 

t o obtaiJl information frooa taxpqera regarding cllanpo in ratea of 

~, hours of work, and volume of flll!!)lo,_nt since lla,y 25th. 0: t he 

returns received (1) 8 , 511 represent ed firma with an aggregate employ­

ment of approxi.~~~ately 1 , 475,000 workera. In Table 1 t hese returna 

are d1atr1buted by Cenaua geographic area a , indicating that all parte 

of t he country are represented. 

Table 2 ahon the general chan~a :Dade by t he 8 , 511 f i rma. 1'be 

bulk of them, or 88 percent of the total , show no changea whatsoever. 

384 f irma, or 4.5 percent of the total , ahcw decreases in p~. increaaea 

in houra , and decreaaea in e~loyment . or •ome combinat i on of t wo or 

three of thaee. 1'heee adverae cilangea affected 10? ,352 employees. 

1".o.h leave a 637 firma, or ? • 5 percent of the total , showin& increase a 

in~. decreaaeo in houra , incr eaaea i n employoent, or some combinat i on 

of two or three of t hese. 

lolore det ailed informat i on on firma ahowtn& adverse chftngea since 

Uq 25, 1935, can be obtained frOIIl Table 3. I t can be seen that there 

were 36 firma which showed decrease a in ~, or decreases in ~ plua 

some othar change . Theae fim~a employed i,467 workers , or . 2 percent 

of the total number, 195 f irms show increases in hours or 

increaaea in houra plus aome other change. 1'heae f i rms employed 

22, 729 workers , or 1 , 5 percent of the total . 153 f ir:u reported 

decreases 1n the nUIIIber of e~loyeea . 'l'hese firma employed 82,156 

workers , or 5 . 6 percent of the total. Little i mportance ia to be 

attached to the laat two categories oince it 1118¥ well be that auch 

change• ordinarily take place a t thh time of the year. Thia 11 

eapecially true 1n view of tha fact that there were 63? firma wilich 

ahow favorable changea. 

In 1'able 4 al l tha firma showin& adverse chntlges are claesitied 

by type of buaine u . It h to be noted that an wtuaually large number 

ot finDI in t rade ahow adverae changes , ot the 384, approximatel.T 

(1) Some 750 returns were r eceived but not tabul.o.ted either because thaT 

carried no information or because t hey were received too lata for 

tabulation. 
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one half are in t hh group, Howe'ftlr, the;r be4 onl7 21.8 percent 
of the DQIIIber employed b;r firma 1n all groupe, indicatint; that thll;r 
were ftJ:7 amal.l firma. Tho &Yerace D"amber of work:era per firm 1n 
all groupe 1a approximately 280, while tbe &ftrap Dlllllber per finD 
1n the trade grou:9 1a appro:rtmatel;r 120, and 1n IIINIU.faeturint; 
approximately 590, ot course in the cwntr;r &a a whole the a 'ftlr&&e 
per fim 1a smaller in tra4e tban 1n IIINIU.fact\U'lnc. 

Of the 36 firma which decreaaed p&!f, 11 with an averace nuber 
of approx1m&tel7 50 are in the trade group and 20 with an a'Yerap 
number of approximatel;r 89 are 1n the manu!acturint; group. 
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Table 1. 

rotal Buaber o! .. turn• Olaet1!1e4 
b7 Cenwa .L--eaa 

Cenwa Area h'wDber o! Per Uumber ot 
!irma cet emplo;yeea 

-
Hew ~and .••.••••••... 723 8. 5 150,618 
Ui ddle Atlantic ..••••• • 2,070 24. 3 513, 634 
Zaat North Central ••..• 1,435 16. 9 361,772 
lett North Central •••.. 1,107 13. 0 49,898 
South Atlantic ••••.••.• 1,171 13. 7 210,027 
Eaat South Central ••.. . 226 2, 7 34,565 
West South Central • ••.. 915 10.7 103,192 
!Jcnmtain •••••.......... 397 4 . 7 12, 560 
Po.c1f1c •.. ............. 423 5, 0 31,175 
l!ot claao1t1ed ••••..•.. .w , 5 7, 229 

rotal ..... . .. 8,511 100.0 1,474,670 

Per 
cent 

10. 2 
34, 8 
24. 6 
3.4 

14. 2 
2. 4 
7,0 

, 9 
2.1 
.5 

100. 0 
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'l'able 2. 

9aamt.r7 ot chaD~• ahom b7 8,511 
returna, in rate• ot ~. hour• ot 
work and volume ot e=plo;yment. 

!lumber ot Per Number ot 
r eturn a cent em:>loyeea 

Return• ahonng 
no chance• •..... 7,490 88. 0 1 ,152,800 

lleturna aLlowing 
adverae chance•·· 384 4 . 5 107,352 

Returna ahowing 
favorable changea 637 7,5 214, 518 

Total • .... . .... 8,511 100,0 1 ,474,670 

Per Number ot 
cent employe .. 

attested 

78. 2 

7. 3 19,120 

14, 5 41,946 

100,0 
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'!'able 3. 

D1atr1but1on of 8,511 returns 
bT t;ppea of chance• made. 

'l';ype ot ch&nge liwnber of Per Number of 
firma cent employee. 

llo ~· ••••... . .••..• 7,490 88. o 1,152,800 

Deere .... in pq and otiler 
ch.DD,pa ................ 36 . 4 2,467 

Increase 1n hour• and 
other chance• ••.....•• 195 2.3 22, 729 

Deere.... 1n emplo;yeea and 
other ch&ngea •••.••..• 153 1, 8 82,156 

Incraaae 1n pq and otil6r 
ch&ngea • ••••.....•.•.• 2, 7 114,355 

Decreaae 1n houra and 
other change• •• . .. . •.. . 2 3 ,957 

Increaae in e~loJeea and 
other change• • •.••. ..• 388 4, 6 96,206 

total ............ 8,511 100, 0 1,474,670 

Per Number of 
cent emp1oyeea 

attested 

78, 2 

. 2 1, 508 

1.5 12, 88<! 

5, 6 4,730 

7, 7 315,186 

.3 3 ,788 

6.5 2,972 

100, 0 61,066 
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Table 4. 

71rroe showing adTeree changee claeelfied by 
tJPee of buelneee 

T)'PI of :lumber of Per- »-her of 
buaineu firml cent emp1o;reee 

attested 

Buldnc and finance •••• 6 1.6 57 
h1141:n&· •.•.... 0 ••••• • 2 .5 119 
~acturin&··· · ··· t · • 136 35,4 80,427 
Printing and pub11abing 7 1. 8 2,079 
Serrt.ce ••.............. 35 9.1 1,126 
Trade •• • •• • ..••••• •• ..• 195 15(),8 23,408 
Yiacellaneou•······ · ·· · 3 .a 136 

total • ... .. . .•.... 384 100.0 107,352 

95 

Per-
cent 

,1 
.1 

74.9 
1, 9 
1.1 

21.8 
.1 

100.0 

• 
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June 3, 1935. 

Instruct your deputy collector• to obtain the following 

intormation when calling upon or interviewin& taxpayers: Name ot 

t~er. Nature ot busineas. HUmber of employees on Satur~ 

~.lay twenty-the ninateen thirty-five. What changes have been •d• 

96 

in ~tea ot pay of ~lo;yeea eince ~ twenty-five. Spac1t7 increaae 

and nuab.er of worlcera attected, decreaao and number ot workers 

atfected, or no change. What change• havp been made in weekly 

houro of work since UB¥ twenty-five. Spaoity increase and n~er 

ot workers affected, decrease and number of workers at!ected, or no 

chango. What changes have been mnde in number of employees s ince 

14q twenty-five. Specify inot·eau and number ot workers affected, 

decreaae and nnmber ot workers atf~oted, or no c~Ange. 

Send a separate return !or each tazpayer interviewed to 

George C. Ha4a, Director of Research and St:tt 1at1cs !:reasur;y 

'faehlngton DC. J'orward return. nt and of each day by air mail . 

Quy !. Relvering, 
Commissioner. 
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Taken from Dow Jonea Tioker - June 16, 19M U7 

P1tta.D aeea U. S. IIIOV1ng t o lend gol.1 and dlver 

Waahn - The inoreaa1ng atooks ot gold and silver ln t he Unlted 
Stat ea oan mean only one thlng that la that the government ls build­
ing closer tow.rd a stab1111:at1on ot currencies Sen Pitt..n n->­
crat Nevada probably the eilverlte cloaest t o the adm1n1atration 
said Friday To effect atabil1aation however the Unlted Statea must 
and will lend both gold and silver t o f oreign ~ower• properly sate­
guarded t o carry out the atab1liaation agreements The Senator de­
clared A reeponaible group ot Senate Sllverites led by Senator 
Pittman believe. that the Treasury eilver program is working splen­
didly and auocesstully deepite a d1egruntled expr3esion ot aentiment 
coming from more aggreasive quarter• in Congress 

Sen Pittman states that t he Treasury atook ot gold having 
reached a new high record does not interfere or present a probl«a in 
the carrying out ot the silver program - anti-silver i nterest he 
points out are contending that t he silver policy can never be 
carried out because the 1Doom1ng gold ia ottaett1ng purchaess ot 
sil ver t o date which were designed to bring the Wblte -tal to a one 
to three ratio t o gold 1n t he monetary reaervss 

Sooner or later Sen Plttman explalna the Uoited States is going 
to hays t o part with some ot its gold and silver i n order to bring 
about effectively a permanent stabilization ot currencies - t han he 
pr edicts there will be an adjustment ot gold and e1lver stocka in 
accordance with t he policy laid down in the Silver Purchase Aot 

- There ie no danger of the Uni ted States getting too much gol~ 
or too much silver- the Senator etated - - the more we have the 
better we ahall be able to domlnate the negotiations tor st abili­
zation with the l eading powers of the world on both a allver an4 
gold basis - - if lett alone t he Senator contend& the Treaeury will 
work out 1. ta monetary program ln a satie:tactory -Y and - I have no 
doubt that the Treasury is l1 ving up t o t he spirit ot the Congres­
eional silver policy -

Meanwhile Sen JfeCarran o.m Nev states that t'urther a!lver 
movea by hil bloc will be postponed until next week because be ia 
leaving Washingt on tor the middle west t o make a seriea ot speeches 

Entertaining views somewhat s1m1lar t o t hose of his colleague 
Sen McCarran deoluea that t he only pe~ent _.., t o eettle the 
s ilver ieeus ia t o stabilize t he currencies ot the leading powers 
ot the world - more aggresdve in hie demande Sen lfcCarran declares 
t hat the Treasv1'7 bring the dlvel' purchase program to a close b7 
fixing a 18 to l ratio between gold and silver - in order t o do this 
he explains it 111.11 be nsoeasar7 to devalue silver to obtain a mone­
tary pr1oe ot 2 dls l8o 
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WABBINGTOK POST 

~ .u.<>. v • 1 933 ST : SUX DA ' ·. "'l • 

""* UM 14. c.uu ""'·DUlla:..Jt. 

"I Balanced The Brititlh Budget. Want Yours Balanced?" 
.O.Mt C)w tf1R.poNfV •*"'" of Mr. l"tNM~ Tl'lr Poa(t ecrcOO'I\lat. a. .fVlnJ)Otht"' ot tdUorial rHdlo" 
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