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Banking Act ot 1935 
Meetins in ctti oe ot Coclidse 6/19/)5........ . . . ......... VII 

a) lllloJr ~~ 0 the7 wet all atiok together and 5ing 
the - eq• 

b) Crcwle;r ea,ya baDking bill went up cu Yebruar; 6 and 
enr eince he bae been a M eeeuser rlllln1.ng baok and 
torth betweeu Bouse and Senate eubcOIURJ.ttee, Title I 
1a now read7 with nr;y tew cha!lses; Title n arouse a 
two reutiO!UI : those who waDt .!!2 Title II and ~ose 
who waDt a 110re radical Title II. Crowley th1nlta 
there need be uo adTocaoy ot Joiut resolutiou 
extending te.porary plan _!1leaat before June 29, 
hoping tor paaaasa in aeantt.e 

o) Eccles agreee with Crowley 
d) 0 'CODilor reiteratee hie poaitiou held since January, 

but in the ai.Jlority: if the three Titles~ lett 
together, there will be .!!2 legialetion, points out 
tbat while, under g-ral law, the C011ptroller is 
not required to appoint a reoeher tor an insolTeut 
bank, he .!J!!i appoint a reoe1Ter tor nery national 
bank which, ou July 1 , baa not beo0118 a Class A 
atockholder in the 1ederal Depoeit Insurance 
Corporation eTeu thougb eolTent and liquid 

e) Coolldse taTora an exteuaioo or the teaporary plan 
Just beyOild tt.e when Ce>~~~re .. oan be expected to 
adJourn 

t ) I!IIJr prolliaes to see !'DR and rep~rt 
S) CD JUDe 20, I!IIJr reporte to J ones, Eccles, Crowl ey 

aad O'CCilllor that lDR atlli r .. ora letting nature 
take ita course 

I!IIJr tella Oliphant to look for possible Joker peraittins 
J. P. llorpn, et cetera, t o enter issue business and 
atlli not ooaa under regglatioua ot Securities and 
lxob•nce Co.aiaaioo- 6/27/)s ••.•.. ••• •.•.•.•••••.•••. • 

BOJden, healt L. (il:eaduater, Deerfield .t.cadQT) 
s .. Youth JloTeMUt 

Bruoe, Boward 
Hlllr tella Gibbous FOR will not appoiot to Congressional 

Libra.r;r Ca..ittee untll Tydings 1e back in told - 6/V/35 

\ 

1)2 

180 

179 
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Cblaa 
S.e su .... r 

oo .. t Guard 

- 0 -

ProJect (Public Worka) or 2 patrol boate and 7 cutters 

Book Pep 

See ~plo,aent Relief.. . ................ . .. . . ..... ... VII 16 
Oott011 

Robert Barris and Oeorge L. LeBlAnc discuss situation 
with IO!Jr; LeBlanc aaye long- teno oredita auat be 
restored 1f foreign trade ia to reooYer; HILTr pointe 
out S or 6 allllon bales Qf cotton now on hand 1n 
Agricult ure Departaent; tiUnlce reduction 1n acreage 
ie tbe answer - 6/26/Js.. .. .. ... . . .. .. . .. .. . .. .. .. . .. .. 167 

Cn•tnge, Saer (Attorne7 General) 
Pontifical. aanner when aeaaage on witbdrawlng right to 

eue on gold clauaea wae appro•ed at llhite Rouse 6/26/JS 1n Meaaage attaen6d.... ... .. .. ... ... .... ...... ..... ....... .. 17~ 

- D -

Dipa, llarahall R. 
See 7arley~ Jaaea • ••••••••• ;~·· ··•••••••••• • • •• • • ••• • ••• • 

Drought Relief 
Hopkine and Tugwell see IIIUr, Bell, and MoRaynolda 

concerning $200 million tor drought relief and aoll 
el"oaion, to be spent 1n are .. where $4 billion 8 fund 
will !!,21 touch;' HILTr will not OK a dollar outside 
bud&et; tiUnlce$4 blllion 8 fund pl!ould cover this 
expeDditare - 6/26/'Js... ...... ... . .. .. .. .. .. .. ..... . ... 160 

- F -

Farl&T, Jaaee 
'felle J . F. T. O'Connor he wa.nts llarahall R. Diggs , one 

ot hie aasiatanta who 1a carried on Federal. Depoai t 
Ins ~~ranee Corporatioo p&1l'Oll at $12, 000 7earl7, aade 
co-ordinator o! patrooage at Louisiana; IIIIJr diaapprone 
6/18/35· ······ ····· ·· ·· · ···· ·· · ······· ··· · ··· ·· · ·· · ····· Federal Alcohol Control Bill 

II!IJr aao11res Choate the Tre&BIJ17 does not want cootrol 
UDder Treaeur,y' - 6/18/35···· · · ·· ·· · ·· ····· · · · ·· ······ · · · 

Re•~ cooeiatto& ot: •• • •• •••• •••••••• •••••••• •• • •• • •• ••• • 
1 . w .. oranchla frca Olipbant S/29/'J' concerning -tlng 

with GrMIIbau., Geet<lG, GraYee, Opper, Berltahlre, 
har&lr., n..ua, ...S Bar laD • • • •• • •••••••• ••• • • •••••••• • • 

2. COD?eraatiooe with Choate •• •• ••• • ••••••••• •••••• • •• •• 
3· lxtracta tro. KMlr'a preae ooaterenoea • •• •• •••• • ••• •• 
4 . Report prepared b7 Beater, ovt.Hnsna hie teat~ co 

1111 • • •• •••••••• •••••• •• • • • • •••••• • • ••••• •••••• •• • • •• 

Regraded Unclassified 



'" 

- F - (CODtinued) 

Boot "-ge 

Federa.l Alcohol Control Blll (CooUnued) 
Resuae' (Continued) 

S. Upham 1 s r eport relative to ID8eting be! ore Ways and 
Mean8 Coaaitt••• • •• ••••• •••·••••••• •• • •• • • ••••••••• VII 

6. Stateaent by Gru·ea on bulle aa.lee of Uquor • ••• • •• • 
7. Stete~~ent prepared by Oliphant 11 t o ·~ Federal 

.Ucohol Control .Ad•lnlatration should m be in 
!reaa-uey . • •• •••••• • • • • • ••••••••••••.••..••.• .•.• • •• 

8. Confident1a.l. report by Uph.aa ( 6/21/)5) after spending 
7 houre on Bill ••.• •• •••••••.•••.•.••••••.•••••• • •• 

Bill discussed at 9 )0 meeting 6/24/)s ••••••••••• •• ••••• 
Hester says Federal Alcohol Control ·Administration blll 

(Choate Bill) contains Treasury Bill to enforce 
Twenty- first Aaendment and also provides for an 
independent establishment reaponeible to the President , 
Doughton bill does not contain bill to enforcb 
Twenty-first Aaendaent and, •oreover, places Federa.l 
.Ucobol Control Ad.inistration in the Treasury; a.lso 
puts in bulle eales 

Dougbton sees HWJr 6/24/:35···· · ·· · ·· · ···· · ··············· 
a} HWJr tells 9 .)0 group later DoUGbton wants Federal 

Alcohol Control Administration AA Treasury 
b) HIIJr explains bull< sales diffioulties 

HMJr tells FDR when appearing before Committee be sent 
out and bought 4 bottles of liquor to prove to Fuller 
they oould be bought at ~.00 a quart; tells FOR be 
t~s Federal Alcohol Control Administration will be 
put in Treasury; Coaaittee is •sore• at Choate •••• •• •• • 

HMJr tells Miss Roche if Federal Alcohol Control Adclnl ­
strstion is put in Treasury, be wants it under her -
•It's social and health• - 6/25/35·· ··········· ·· ······ 

federal Deposit Insunnce Cor poration 
!Jphaa' s re!JOrt on rlait to Capitol coocerning tesporaq 

extension - 6/27/35 . .. .... ... • ··· • • • • • • • • • • • • • • • • • • • · • · · 
Financing, GoTernaeut 

HMJr urges FOR to present tax message before noon 6/19/35 
so shock will be over before Treasury announces 
f ina.!lC ing • • . • . . . . . • . . . • . • . . • . . . . . . . . . . . . . . . . . . . • . . . . . . . 

Open Market co .. ittee will meet at 11 o'clock 6/19/)5 : 
HIIJr wlll reo011a8Dd borrowing $750 ~on on long-tera 
bonds; diaouasion concerning offer of 1100, 000, 000 bolide 
&Dd $100,000,000 notes at aaae ttae •..• •• • ••••••••••••• 

6/2J./35 - Additional iaeue of 3~ Treasury bonds of 1946-48, 
in the aao~mt of ~00,000,000 or tbel'Mbauta, e.t not 
leaa thAD par &Dd aoorued interest ••• •• •••• ••••• •• ••• • • 

a) Subaor1pt1ons aao~mted to $461,341, 000; 
~,669,000 accepted at 10)-24/)2 down to 103-17/32 
plua aoorued iatereat - 6/27/JS · ··· ~ ··· ··· •••• • • • • 

46-50 
Sl-60 

61 

62-65 
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- F - (Continued) 

Book 

Fihgerald, J&Aes T. (l>istri ct Supervisor - .Ucobol Tax OnJ.t, 
Boston, Maaaacbuaette) 

Diaaissed; uncle or wita of Joseph P. Kennedy, who protests 
dismissal to RMJr; accompanied b7 Congressman McCormack 
6/19/JS ••••.••... .. •• •. • .•.• •. . . .. . . . .. •• .•.• . .. . ....•... VII 

RMJr tells Congreaeaan llcCormaolc be will explain diaaiaaal 
6/18/JS . .... . ........ . . .. .• . ...... ... . . .. .. . ... .. .. . .. . . . 

Report shown FOR, who agrees with action taken ........... .. 
Frankfurter , Felix 

See Tantion .• .•••••• •. ...... . ... ... . . .. . .. • ............. . . 

Gold 
See Stabilization 

Gold Clause Bonds 

- c -

Right to sue withU.ram . . .. .• .. .•.........•.................. 
Grilua, Peter 

Tells IIMJr he ia considering seriouaq Job with Treasury 
6/24/35 . ........ ... . . .. .. . .. ..... .. ............... . .. . . . . . 

- 8 -

Harris, Robert 
See Cotton ...• •. .• ...• • • ••.. . .• . .•.. . ....... . ............... 

- I -

Ickes, Harold 
Correspondence between FOR and HMJr, HMJr and Ickes, 

ooncernin& irregularities in connection with San Jose 
Post Office - June, 1935··· ··· ········· · ···· ·· · · · ··· ··· ··· 

Conversation between HMJr and FOR on train fro. Hyde Parle -
J\111e, 19)5 . •..• • • • • • • • • • • • • · • • • • • • • • • • • • • • • • • · · • · · · · · • • · · · 

- It -

lennec!3, Joseph 1'· 
See Fitzgerald, ;aaea T. (wife's unole) •••••••••• •• ••••• ••• • 

lreael , Iaidor J. 
Perso!l&l. inoOIM tax deoiaion b7 Bureau of Internal Revenue 

protested to HMJr - 6/17/35·· · • • •••••••• • •• •• ••••••• • • •••• 

- L -

Lelllano, George L. 
See Cottoa •••• ••• •• • ••• •••• •• •• •• • ••••••••• • •••• •• • •• •• • • ••• 

Leith-Roaa, Sir ~ederiolc 
S.. SUYer ...• .• .. . ...... ....... . ..................... . ...... 

Page 

106-US 

105 A 
151 
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- M -

Book Page 

Mexico 
BMJr and Governor Harrison: 6/25/35· ····················· VII 147 

Chase Natiooal Ba.Dk ao.d l atiooal City Ba.Dk are le1141A& 
acne)' tc Conrt~~~ent of llexico, each loao $21000,000 
again at gold in Mexico. BMJr dislike a this for two 

reaaons . poor banking, and it interferes with silver 
prograa; does not think ~ n11tional ba.Dk abould 
operate in gold, apecul.atinl)' or otherwise, in AliT 

foreign country. llarriacm will aek these two ba.Dks 
to explain exactly wba t the)' are doing 

llole:y, I!At,ymond 
See Taxation................................... .... .... ... 138 

- N -

llatiooal Institute of Health - Bethesda, ltar)'l&Dd 
See tlnaaployment Relief 

- p -

Pioceer Cooperage Coe~ - St. Louis, lliasouri 
See Federal Alcohol Control Bill 
Started interest in bulk aale of liquor, Graves says they 

"nner sold a barrel to a distiller• - 6/24/35··• •••••• • 143 

- R -

Roche, Josephine 
Se' Federal .Ucohol COntrol Ad•1n1 atration 
See Youth ltoveaent 
Flag of Assistant Secretary presented - ae .. nto of recent 

visit to Coast Guard Aoad~; firat tille wcaan bas been 
honored as an Assistant Secretary by a 17-gun salute 

6/2'7/35. I I I I I I I I I I I I I II I I I I I I I I I I I I I I I I I I I I I 1 I I 1 I 1 11 I I I 

- s -

179 

Sao Jose, California 
Graft •unearthed" by Icltea in Post Office contract - June, 1935 152+ 

SilTer (arranged chronological!)') 
BMJr Hea on tioltet SeDater ltcC&rran and others are ooaing 

to 8841 h1a about aUTe:r; tells P1ttMD aDd aalta adrloe 
oonoarlling prea-e of h'aeelf aDd otbe:r 111tereated Senatore 

P••••--·at o~ereace - 6/18/35·· ···· · · ••••••••• •• •••••••••• 
Reauu' of ChineN ait .. tion, rep:rded by State Depa.rtaent aa 

within ita prOTiDe& and got aA:IIl&ta:ry and eo not within 
provi.oce of ~Wr)'; T:rMaur,. aooordln&lT ret'Uaea o-t 
on appointaent of Sir l'rede:riolt IAitb-&oaa as ~~o~Mta:ry .&dviaer 

t.o OhiDeae GonrD~~ent - 6/18/35· . . •• • • • • • • • • • • • • • • • • • • • • • • • • • 66 
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- S - (Continued) 

Book Paga 

SUrer (Continued) 
See llexioo. .. .... . . .. . .. . ... . ... . ............. . .. . .. . ..... VII 1.47 
Rea"~me' of purcbaaea ,!a~ urlcete 

April , 1934 - June , 1935 ••.•••••..••••• • •• • ••.•••.•..•. 
Soil Erosion 

See Drought Relief - Extra t200 million asked for by 
Tugwell and Hopkins - 6/26/'Js •.•••••••• ••• •• •• • .• •••••. 

Spe.i.n 
Governor ll&rrlsoo (Federal Reserve Bank, l ew York) t ells 

HMJr Bank of France has approached Paris of f ice of 
J . P. Morgan and Company, New York, for in!Ol"llation as 
to whether the Spanish Covemaent or t.be Bonk of Spe.i.n 

bad asked U1;1 lew York banker s for a credit. HMJr 
tldnl<a if Bank of France wants 1nfo%'1111ltion concerning 
United States Treasury, request should come through 

u"ual channels - Federal Reserve Bank of llew York 
6/31/35 ............................................. ..... . 

Stablliaation (arranged cbrooologicaJ..l3) 
French Negotiations 

Articles from New York Tilles giving Tannery ' s (Bank of 

France) statement prailling United States - 6/17/35 ••• 
Resuaa' or negotiat.ions from 5/23/35 to 6/19/35 by 

B. Merle Cochran for IIMJ'r ••• . .. .. ...... .. .............. 

- T -

T&Dtion 
Draft of message discussed by IIKJr w1 th FDR Stmd&y evening 

6/17 / 3') . •...•.. .. ... . .•.• •... · .......... . ....• . • •..... .. 
HMJr states be does not want inheritance tax to retire the 

public debt; thinks it abould balance budget or take 
place or nuisance taxes . ..••..•..... . .• . . . •......•...• . 

Second 8Dd simpl er draft discussed wit.b FDR by IIKJr, 

Oliphant, Jackson, and Bell - 6/18/35·· ·· ·············· 

Pat Harrison told by HMJr be has seen FDR, and resolution 
aa paeeed by House contains all t axes required eo far 

ae Treasury ie oonce~ed - 6/18/35··•• ••• • ••• •• ••• •• •• • 
BKJr urges FDR to aet tax message to the Bill before noon 

6/19/)~, so shook will ba oYer before Treasury announoae 
tilla.Dio ir.&: • • • • • • • • • • • • • • • • • • • • • • • • • • • • • .. • • • • • • • • • • • • • • •• 

IIMJr , Oliphant, Haas, aDd Jackson confer at euppar SWid&T, 
June 16; when told new sources of revenue may produce 
$1 billion, BKJr rears Cqreee ~ 1greb1 mone7 for ec:.e 
unwiaa parpoaa, i . e . , bom.us . BKJr t.berefora suggeete 

atartin& usaaaa, •Looki.D.g f orward to tbe balanoillg of 
the b\ldaet ------- • otbere think this will alec win 
trieade for inberitanoe tax feature •••••••••• •••• .••• •••• 

183 

160 

3,4 

73-95 

1 

10 

15 A-B 

119 
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- T - (Cootinued) 

Boot 

Taxati on (Continued) 
IDIIJr eeea FllB a~ 9 Sunday enning, felix Frankfurter alao 

praaent aa he had been on the previous Thursday nenlng 
when IDIJr persuaded !"DR to inc lude intercorporate 
dirtdenda tax as one of tba principals of new taxation 
{1. inheritance and gift tax revision, 2 . revision of 
~ in high brackets 91. personal income tax; 
) . corporate net income t£.lt graduated according to 
size of income plus prevention of evasion through 
intercorporate dividends ~) 

IDIJr thinks Frankturter was there on Thuradey eve.ning to 
.. hip message into shape and lloley would then put final 
touches on draft. Bl.!Jr tells !"DR, "If you will give •e 
lloley' a draft and the Treasury draf t once more, we will 
be glad to prepare final dra.tt• , !"DR agrees. On Sunday 
evening, llliJr suggests sentence •Looking forward to 
balancing the budget -- --- • , !"DR against. using it • • VII 

!"DR again wants to Ollit intercorporate dirtdends tax 
!"DR wants to use revenue fro• inheritance t ax to decrease 

public debt (Bell says •neither f easible nor legal• ) 
Treasury agein discuss es entire message ••••••• • •• • ••••••.•• 
FOR again discusses whole subject wi th Treasury people 

(Bell present also) , cartocn showing "British inheritance 
t ax balancing budget , why can not United States de s8111e 
thing?" shown to FOR - probably "did the trick" ; FOR still 
opposed t o intercorporate dividends tax . . .... . . . . . .... • . . . 

Harrison and Doughten a sk FDR to bold up tax message until 
Security Bill is passed •••••••••.•••••....•••••••••••••••. 

FDR decides against. sentence •Looking forward t o balancing 
t he b\lld.get - --------- ---- • •••••••••••••••••.••••••••• • • 

FDR suggests to IDIJr thlit Treasury aay, "Before a final 
decision 1s aade by the C011111ittee , we d ab to call your 
attention t o the other aethod - treating inheritance 
as though it were annual income• - 6/25/35················ 

LaFollette requests working papers on inheritance tax; 
FOR suggests letter giving big inccmes for 1934; llliJr 
does not agree - thinks all requests for inforca tion 
should ccme frOGl Harrison, when 8Sked 1f be wants 
inheritance part of tax program peaeed, FOR says he 
"doe a not know" . •..••••••• • . • .••••.....•.••••.•...• • .. . • • · 

LaFollette Lel ephone oonversatioo •••.•••••.••••• •• . • • • • • •••. 
llarriaon-IDIJr telephone conversation; Harrison wants •fellows 

who worked on figures• and on the policy 1118tters s~nt up 
to explaiD thea - 6/25/35· ··· · ·················· ·· ······· · 

Oliphant phones from Capitol, •Col!laittee adjourned - financial 
eatimat ea not complete• •••• • • • • • •••••••••• • ••• •• •••••••••• 

Treaeucy eati.atee and Parker (Joint COIIDittee) propoaale 
read to FDR by HMJr 6/26/35· ············· • ••• •••••······· 

Eatiaated rev.nue under propoeed inheritance tax rates and 
$50, 000 exeaption ••• ••••••• •• • ••• • •••••.••••••••• • • • ••••.• 

Trade .&&ne•ent C~ttee 
Baaa reports on progress or Canadian agr:ee~t .. l... ~uction 

in tar irt frca ~5.00 to l 2.00 a pllcn'.:'- 1>?'2"1f/JS.\.":'. • • • • • • 

Pace 

1)9 

1) 9 
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~0 
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170 
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184 
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- 0 -

Boolt Page 

Unemployment Relief 
IDIJr tells Bell that at the Allotment Board &eating 

6/l7/J5 Barry Hopltins announced: ••••••.•••••••••••• • •••• VII 2 
a) Each agency bed been canvassed as to nuaber of 

moo they would take orr relief rolls in July 

b) Relief needs would then show deduction of combined 
figure 

Projects to be undertaken by Treasury and !Ia")': 
l) Construction of 2 Coast Guard patrol boeta 
2) New laboratory building& for Rational Institute of 

Health at Bethesda, Maryland 
3) 7 Coast Guard cutters now under construction at 

Navy Yards to be caapleted................. . ........ . 1~ 

Attention celled by HMJr to $3,769,000 previously sllotted 
to Treasury for Federal Power project in New York City 
and turned back to Public Works Administration.......... 17 

IDIJr thinks influence will be greater if he does not 
attend Allotaent Board •eatings, tells FOR, who agreea 
he need net be present (on train from Hyde Park -
June, 1935).......... .. ........................ . ........ 151 

HIIJr tella lliss Lonigan •attar ~ bUllon 8 1a spent, I 
will be interested in suggestions aa to care of une~~pleyed 
during next fiscal year• - 6/25/J5.. .................... 157 

See also Drought flelief - 6/26/35. ........... . .. . .. . ...... 160 

Hopkins thinks fund has $250 to 300 million still unallocated, 
IDIJ'r says if FDR asks, Bell can check statue of fund in 
2.4 bo\U"s. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 16() 

Hopkins agrees to $1,500, 000 for •tloeting craft•; 
allotment later increased to $2,000,000 - 6/26/35••••••• 169 

Hli.Tr tells Gibbona •FDR won't accept any sort of boat but--
wood." • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 179 

- y -

Youth llove•ent 
IIIIJr tells FOR Hopkins wants Miss Roche as Chairwan or 

Advisory Co..,ittee, IDIJr also sa,ya he wants Federal 
Alcohol Control Administrntion under ber if placed in 
Treasury; FDR thinks two will not interfere with each 
other, FDR does .!!!!! want Studebaker "in the picture• 
6/25/35 .. . .. . . .. . . .. . ...... . ..................... . .... 0 157 

IDIJr augseets Frank L. Boyden (Deerfield Acadary) to be 
on Executive Coamittee, Bill Wright auggeated for field 
6/Z7/3S. • • • . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 179 

Gastco reports lllu Roche and Aubrey WilH•u not in accord 

on pobl1c1t7 - 6/28/35···· · ·· • ········ ··· · · · · ········ · · 186 
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l COOd goverDMnt au.at provide a tax s;yatea designed to produce 

aaple reTUue aDd a j net gOTeruaent au.at distribute th<t cost of gon.m­

a.ent equ1tab}¥. Tbe revenue rais!ni power of taxea does not aeaaure 

all of their s ocial conaequoneea . Taxation in ~fora inaVitabl;y baa 

a multi tude of collateral. ettecta tbrouabout our whole econOIIic aDd 

social Ute. Since taxes C&Anot be laid without these collateral. reaulta 

being produced, aDd since they aust be laid, good governaent requires 

t oretbouabt and e&teguarda to insure tlwt such results shall be wholes-, 

not baBtul. 

Our tax legi slation baa too often neglected these conaiderati ona. 

On tba ooe band certain ot our put rnuue practices ban operetad to 

the apeoial &dYutage ot the f ew, thereby contributing to a concentration 

ot t ba wealth and econOIIic power in tbia countey. On the other b&Dd, 

t boae who ban benefited di,reot}¥ trooa these p.n.cticee, and othera wllo 

ban benet! tad from the maintenance of gove.n1111ent, have not borne their ' 

fair sba.re ot t he Federal. tax burden. 

With the eMotment ot the ine011e tax law of 1913, the Federal. 

Gonl"DMnt begu t o apply concretely the widel7 accepted principle t hat 

taxea obould be l evied in proportion to abll1t7 to pe;y and to bne.tita 

reoeiYed. 

• 

fl!il ~uin use of incoJH as a aeaaure ot beDBf1 ta of COYernaent , 

and u a .8uw'e ot sbWt7 to pe;y, ia a sound and wbolesc.e pollc;y. It 

abould be retained as the cuidiJI& prineiple of Federal taxation. !be uae 

ot otbel- tax -•urea 1a often Juatlti&ble, perticular}¥ t or taaporll%'7 
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periode , but taxation acoordinc to i nc011e prorldea t h.!l ..,.t etrectin M&D.I 

ot obtaining jiiiSt contributions troa t hose but able to make the•. 

In coneiderinc oban&ea 1n our tex law1, we should, wb:Ue prorldi~~g 

t he needed rnenuas , eeelc to brine about a .ore equitable apportioDMnt ot 

tbe burden ot gcrrel'llllentel. costa; aDd we ebould 1Hic al.ao to e11•1ute 

those wea.lcneaees 1n our .tax structure that ban 1nc1dentall.T prod~~~*! 

undesirabl e social consequences . The ti=e baa arrived t or aodificatiooe 

in our revenue getboriDg -.easures designed tc reaove discriai.netions and 

to el hl nate eo.ee of the •Jor exemptions and special benefi te oonterred 

upon p:u'ti cular groupe • 

I 

The trensaieeion troc generation tc generation of val!lt f ortunes by 

will, inheritance, or gitte, is not consiatent with the i deals llDd santi­

mrnta ot the American people. The desire tc provide security tor ona ' s 

faailJr 1e a Mtural and a wbolesaae one , but it is utpJJ served by rcason­

•~1• inheritances. The uncbeclced power to beque&th vast accuaulati one or 

ual tb t~~.r beyond t he needs of s ecur1 t :y 1e a growi.ng Mn&ce to the n rr 
existence of democratic institutions. It porpetustes great and undesirable 

concentration ot control by a relatively tow individuals over the employment 

and welfare ot many. Such inherited e conoaic power 1a as oftensin to tb11 

gene ratiOD U the inher1t&DC8 Of polltical power .... to the generation that 

tor.ed our gove.~nt. 

JearlJ' 30 year e ago, President Theodore Rooaevelt, in layina ot the 

cornaratone of tba Bouee Ortioe Buildin&, eaid a 
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~rioda , but taxation accordinc to 1nc011e1 prorldee the .,at etfectin 110a1111 

of obtaiDing Juot contributions troa thoea beat able to mab thea. 

In conaiderinc ob&nges in our tax lawe, we should, wh118 proriding 

the needed r8't'enua, eeek to brill& about a 110re equitable apport1011111nt or 

the burden ot gOYel'IWOntal coste; aad we ehould ... Jc &lao to el1a1na.te 

tboee weaknesses 1n our tax structure that ban 1nc1dentallJ produced 

~enirable aocia.l consequences. The time baa a.rrived for aodificatione 

in our revenue gathering aeaeuree designed to 1'8110'9'8 diecrill1nlltione and 

to ell •lnate some ot the ujor exemptiona and epec1a.l benetite conferred 

upon ps.rt!. cul.ar groupe • \ 

I 

The trNU~lliuion t%'0111 generation to gerw~,.tion of vast fortunes b;r 

will, inheritance, or gifts, ia not consistent with the ideals end senti­

menta or the American ~opl.e. Tbe desire to proride eeourit:r tor one ' s 

Cu11T 1e a nstura.l &lid a wholesa.e one, but it 1a upl;r served by reason­

able 1nb9ritancee. The uncbeclcad power to bequeath vast acouaulatione of 

"'1.1 tb ta.r be;rond tbe needs of sec uri t;r 1e a growing aenace to tbe nrr 
existence of democratic 1l\llt1tutio118. I t pe~tuates great and undeairable 

concentration ot control by a relati'V'ely taw indi'V'iduale over the employaent 

and welfare of liiiUl7. Such 1nberi ted ecoliOIIic power 1e aa ottenaive to this 

generation as the inheritance of political power was to tbe generation tbat 

t or.ed our gOYel'llllln t . 

learl;r ~ ;rears aco, President Theodore Booeevelt, in l.a¥1111 of tba 

corneretcme of the Bouse Office Bn11dlng1 uJ.da 
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•It is important to this people to grapple with tba probleu 

connected with the uaeaing of enol'IIOWI tartunee, and the u.ae ot tboae 

fortunes , both corporate am individual, 1n businees. We ahould dis­

criainate 1n the sharpest ~ between fortunes well-on and fortune1 

ill-'lfon} between those gained ae an incident to pertorain6 areat serT­

i ces to tbo co-ml ty ae a whole, and those gained in evil fashllon b)' 

keeping ju.at within the lild.ta ot ere law-honesty. Ot course no 

amount of cbari ty 1n spending ouch fortunes 1n 8JX1 wrq coapenaates 

f or a:l.sconduct 1n •Hng tboa. As a •ttar ot personal coarlction, 

and without pretending to diseuse the details or formu.l.ate the IS)'Stfta, 

I feel that we shall ulti.Dateq bATe to collllidar tbo adoption of eo• 

such echeme as that of a progressive t&x on all fortunes , be)'ond a 

certain &IIOunt, either given 1n life or bequeathed upon death to 8JX1 

i ndividual- tax so !l-amed aa to put it out of tha power ot the owner 

of one of these enol'IIOU:S fortunes to hand on more than a certain amount 

to a.ror one 1nd1 vidual 1 the tax 1 of course, to be illlposed br the !Ia tional 

and not thAI State Oovertllll8nt . Such taxation should, ot course, be 

aimed IB8%'8~ at thAI i .nheritance or trannr1ssion 1n their entirety of 

those .t'ortunes swollen be)'oDd all bealth7 lild.ta.• 

I reCQIIIIIBnd tor the consi deration of the Congrua 1 as an iaportant 

source ot revellllB, tha.t all inheritances and i1fta recei'nld b)' 8JX11ndividual 

beyond reasonable ex&lllptions , be subjected to progressive rates of taxation 

ca.parable to those ot our incoM tax lawJ and tlat, preferab~, the ratea 

of tax on inheritances and gifts be J:lade to VUT directl)' with the ac­

CUIW.at.ed nalth am 1nc011e ot the recipient. 
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n 
.3 

Eftn 1D the d•prealion ~ar ~ l9'Jf• tbe _,_r ~ iDdhiduala 

in the UDi ted States who received taxable uet 1Dc011111a 1D excess ~ a 

lli.lllon dollars increased over the J)I:.'IICeding year. 

Tllo application ~ the principle of a graduated tax hell alnye 

stopJ*i at $1,0001 000 of a!U'A!AJ ineo•• In other word&, while the bracket 

rate tor a MD with a $6, 000 iDcome 1e double tbe rate tor one with a 

$4, 000 ineo• , a am baving a $10, 000, 000 anmi8J inca- hell the - brackat 

r ate u oue whose i.ooo• is $1,000, 000. n. prinoipl.e of t1rlng the rate 

acco:rdina to abilley to pa;y is not applied wben t he ailllon dollar iDe~ 

is reaobed, and t hose whose 1Dco111es eacceed that 8WII are i..,M from turtber 

greduation o! the Mte, although obviowsly those whose 8J:111Ual incomes ru.n 

above the aillion dollar lllirk are IDOst oble to Jlii.T• This source o! added 

revenue ehould not be longer ueglaoted. 

J. IIUllon dollars is a large IIJIOUDt of wealth ~m>n as a capital 

111111, but an annual 1:ncome to an indhidual a boYe ttat, 1e '.iittieult to 

JWitif')" b)" senice to socieey, and 1e nut necea11U7 to the ecoiiOIIic 

security of the taxpqer. 

I rec-nd tor 70111' coiUiideration, therefore, tb&t the ratea and 

brackets of our :1nd1 T\dual inco111e tax be ao adJwsted ae to re.ova the 

loug-atanding discria1nation in f aYOr of n.st incoMa by applyiz!c the 

prlncipl e of graduation progreuinly to annual inooMII exceed!~~& -
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The two preced'na .. ttera which I hsTB asked you to conaidar 

relate to th& taxation of natural persona. I cou now to the taxation 

of corpont.tiona,~hich are at law artifici&l perao~ 

Th& doal.nation of our economic life by a relati vely slllllll nllllber 

or huge oorporate ente rprises , which often e~erciae an effective JDeUure 

or IIOnopolJ' power, baa B4T&Dced ri th lengthenin& atridea, Theee giant 

buainess organ.izat1oll81 now subject only to a nat corporation inc~~~~e 

tsJt rate which is the sue as th&t p8id by th&ir aall.er co.peti tors, 

have grown sriftl.y. I n IIIILnY cases, t heir size 1e far greater •than that 

necessary for teolmical efficiency. Tbe sol e object of euch tmdllolt size 

i o IMl1;f oaees baa been to achieve 110nopoly control and to wield large 

aaounta or econollll.c and social power. Our eoonollll.c and political 

stabili ty 1a j eopnrdised by the growth and existence of s uch eno~WDUI 

bu.sineas aggregationa. Certain rigidities in our economic etructu_-.e 

t hat have operated to protract the depreaaion are traceable to tbeir 

axil tence . Sllall8r bu.siness enterpris es , which han always played a 

vital part in laericsn econollll.o life , ilave been placed at a growing die­

adY&Dtage ae an ner-inareasina proportion or our natiow wealth bll.8 

been ccncentra ted in the control or a few great un1 ts . 

I propose f or the consideration of the Congress the s ubs titu­

tion of a corporation ne t incOM tax graduated according to the else 

of corporate incoMe in place of the present unit'ora corporation inc011e 

tsJt or 13-3/4 percent. The rate for e...Uer corporationa llight well be 

recluced to 10 percent, and the rate for laraer oorporatio11.1 graduated 
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up to 20 percent ot net inco.e With auch eusptioua u the CoiiCJ'e .. __, 

dee• deairable and equitable. 

IV 

I coli& 1'inall;r ';() lilY 1'ourth Gild lAst propoaal-tbat of an intal'­

corporate dividend tax. The present exe11pt1on o1' such dividends 1'1'011 

corpon tion inco1111 tuation baa f'urniebed a diatinct incentive to the cre­

o.ti on or fantastic intel'-eorporate relAtionehipa, 110et etrild.ngl,y -pl1-

1'ied br IIWDIIlroue complicated holding c~ structures, the relllllte of 

which hue been thoroughl,y umrboleBOM in ~ instances. One relllllt biUI 

been to make possible the partial aYOidance or individual incoae taxes . 

Dividends rece.ived by an individual bnve been subject to surtaxes, but 

dividends received by corporations have been tax-tree. In consequence , 

hold.ing COllpanies have been established whereby the earnings ot undel'­

l,ying co~es haft been passed along 1'r011l corporation to corporation 

without being subjected to the iDCOH taxes tbat would have been incurred 

br the beneficial owners ot the propertiee bed theee earni.Dgs been re­

ceived by tbcll directly. 

In e.ddition, the looseness ot our len bas lant i tself to a ~d­

ing ot conU'Ol through the holding COI!JlCUIT device, br •ana ot which a f n 

individuel e haft been enabled, with a rele.tivel.y sa ll inveetmnt, to 

cont r ol q ll enterprises repreeentina the aavings of ~· Tile dangerou.1 

ettact or tld.a deftlo~nt baa been to diYOrce etrective control 1'ro• the 

risb and responaibilltiee ot ownership . 

To • et this s i tuatioa, 1 t ie ree• ded that the Congl'tlss 111-

poaa an intel'-eorporate dirtdand tu:. Such a tu: would prori.de reftnae 
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troa incoaoa whicb 10 tar kava a voided C4.lT)'in& tkair ahara ot the tax 

burden. It would, moroover, oper ate collaterally to reduce ax1atill8 colll­

plexities in corporate structures, to discourage a form of economic con­

trol tbat baa proYed unwholes0118 in JII8Jl7 wa,ya , aDd to sa.feguard inns ton 

aaainat securities of il-uaory value. To avoid needless disruption in 

business relationahipe and give uple tilul for the readJustments of corp­

ora te structures, this tex should begin with a low rate and be 1ncreasod 

in succeeding years. 

Bona fide investment trusts tbat submit to public regulati on and 

puf'ora the function or peraitting 8ll6l.l investors to obtain the bene­

fit or a diversification of risk, .ay well be exempted f rom such a tax 

on inter-corporate dividends. 

- --0---

I n addition to proposing for you- coneideration at this eeaaioa 

of tbe Collgl'eaa tbe four changes in our tax policies tbat I bave ouUined 

abo•e, I desire also to reco...end for your stud¥ certain ot hers tor t'Uture 

legialo.tive action. The f irst of' these relate s to the poasibilit)' of d1B­

couroging t he accumula t ion of unwieldy end unnecessary corporate surpl uses . 

Another relates to t he possi bi lity of encouraain& t he distribution to 

stockholders or excessive or unnecessary corporate assets alraad)' aceu.ulat­

ed. And finall;r, there 1e t he problea of t&x-.xAlllpt seeurit.ias, the exist­

ence of which, b;r proYidipg a legal Mans of tax avoidance, iapairs t he 

abilit)' of Stata aDd l ocal a:ovartllll8ntal un.1 ta as wall 8.8 the National 

Goveruunt, i.o bripg about a batter and aore equitable diatri l:NtiOD ot the 

burden ot t he coat of a:ovarnaent. In this connection, I bava asked tbe 
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TreaaurJ Department to m&ke a pr&l!a!nory survey of the wbolo fiel4 of 

conructing an4 overlappi na tuation. It 1e now worlc1ng on th111 s tudr 

1n cooperation with the new]J' organized Tax Raoneion Council , whose .embers 

i nclude representatives of Federal, State and local governaanta. 

There is urgent need f or simplification an4 clarification or our 

revenue laws, together with a greeter certainty on4 expedition in t he 

execution of tbe11. I want to acknowledge the t1• oly efforts of the 

Conerue i n l.a¥1ng the be.sie for many nee4ed improvements in our tax leg­

islation and adllinistration by the careful studiea or the organi~ation 

an4 operations or the revenue syete11 of our own and other countriu which 

ita coa.tttees have ~~e4a. 
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June 11th 

Iaidor J' . !Cresel called on M - Oliphant was 
present. !Creeel appea1ed to ae on the decision rendered 
bf Interna1 ReTenue Bureau on his per:sona1 1ncoae tax. 
I a.sked Oliphant to look atter it and giTe h1a a decision 
one wa:r or the other during the week. I atsured hla that 
we would do whateTer was fair and Just as I personally 
knew nothing about these matters . 

********** 

The following aeaorandwl was sent to Mr. Bell to-day: 

•At the Allot.ent Board Jleeting to-day Harry liopklna 
aade the following stateaent: That he would ask each ~anq 
how aan:r aen they would take ott the relief rolla 1n the manth 
of July. It the ooab1ned figure was, for example, 100,000 
aen that he would hold each agency strictly accountable to 
gin that number of .an work and turtheraore and 110st i11p0rtant 
ot a11 that 1n figuring his needs for relief for the month of 
July he would deduct, for e:xample, the relief requireaents 
!or 100,000 aen. 

•This is the exact point that I wanted to bring out 
and when Rarry Ropklns sends :rou his request for money for 
Jul:r t or hia old PERA I would Ter:r much like to go oTer it 
caretull :r with :rou.• 
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..u1 ... w ............ ,.. • ,_. ,_u..ot-'11 ......... .. 
...... _ • • otUIJI-"tll ., I 
_.,.. ... . t-rt• of ....... 
-.1 --~ ralao- ...., , .................. 
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Morotnlha~t't Actlol'l ln Saving 
lhl Fra"" May 30 Will Aid 

Plant lor Stabilization. 

h. t• O..C.ribed u OoM of Good. 
Han! B:utiMu &.en-M--Tn 1: 

of eurr.MJ .. I• s..A. 

IJ 
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FOR RELEASE, lo!OlllfiNO NEwSPAPaS, 
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Washi~ton 

Preaa Service 
No. 5 - 19 

Secretary of the TrealtU%7 llorg<lnthau announced toclay (June 17) that the 

iaaue of TrealtU%7 Notes of Serle• B-1940, as a reaul t of the exchAnr,o of 

Treauury not es maturine Juno 15 and August 1 , 1935, amounted to $ 738, 373, 400, 

Tho ouoocription cooke for tnio issue were c l ouod on Juno 13, 1935. About 

$14 ,000, 000 of tho noteo ""'turing June 15, Md ahottt $18, 000, 000 of the notes 

maturin& August 1 , wer e not oxchangecl. Suo•criptiona and allotments were cli­

viclocl among tho scv~ral FcclcrRl Beaervo clietricta Ancl the TrealtU%7 aa fo11ova : 

Federal Reserve 
District 

lloaton 
Now York 
Ph 111.\clo1 phi a 
C1 ev<>land 
Ricilmond 
Atlenta 
Chi<:ago 
St. Louis 
lUnneapolia 
KODCL\0 City 
Dc.lleo 
Son Francisco 
Treasury 

Total 

Subscriptions 
Rocoivllcl 
(Junr. Noton ) 

$ 7 ,469 , 600 
289,051 , 200 

10 ,152, 200 
9 , 518, 900 

21 , 609, 900 
198, 000 

34, 252, 700 
7 , 895, 700 
2 , 938 , 700 
4 , 8:>7, 200 
2 ,387,700 

10 ,434, 500 
. 1 , 943, 500 
~2. ( .', 800 

Subecriptiono 
Rccdvecl 
(Aum• t !lotos) 

$ 6, 181 , 300 
268 , 243, 700 

3 , 500, 300 
2 , 102, 100 
3 , 726, 100 
8 , 340, 000 

32, 657, 100 
5 ,060 , 400 

647 , 000 
3 , 62 :":, 700 

359, 000 
484, 100 
745 , QQQ 

$ 335. 68 ::, 600 

Total Subacrip­
tione r ucoived 
:mel allotted 

$ 13,650, 900 
557. 294, 900 

13, 652, 500 
11, 621 , 000 
25,336,000 

8 , 530, 000 
66, 909, 800 
12, 964, 100 

3 , 505, 700 
0 , 465 , 900 
2 , 747, 500 

10 , 910 , 600 
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.June 18th 

.Jert)- O'Connor C&lle in to see Jfr. Jlorgenthau to-dlly 
and told him J alll8s Farley wants Mr. Marshall R. Diggs, one 
or his a88istants who is on the payroll or Federal Deposit 
Insurance and who gets a salary of $12,000 a year, to be made 
co-ordinator for patronage at Louisiana with the idea of firing 
1200 federal empl oyees. 

Jfr. Farley had called Mr. Jlorgenthau about this 
and Mr. Jlorgenthau had rererred Far ley to O' Connor. 

In discussing this with Jfr. O' Connor to-da7, 
Mr. Jlorgenthau t old him that he relt it was a great mistake 
and that a man who i s on the federal payroll, gets his 110ney 
from Congress and i s put there to protect the depositors should 
not be assigned to look atter the patron&«• at Louisiana. 

Jfr. Morgenthau also told Mr. O' Connor that no one 
could say that he was not interested in getting the Huey Long 
thing straightened out as a couple of weelcs ago CongressiiSll 
Jared Y. Sanders caae in to see h.a and told him that he had 
waited three hours outside or Farley' s office and then couldn' t 
see him. At that time Ur. Morgenthau had SteTe Gibbons 
straighten out the differences between Farley and Congressman 
Sanders. Mr. »orgenthau addsed Mr. O' Connor against letting 
Diggs go down to Louisiana. 

*********** 

Mr. ·Vorgenthau called Senator Pitt1111n and told hia 
that he had read on the ticker that Senator KcCarran and others 
were coinc to ask to coae down to see h.a on silver. It they 
do ask tor an appoint .. nt shouldn't Mr. Korgenthau &J.so ask 
the 5 or 6 Senators who were ldnd enough to coae down at the 
last .. eting we had here in the Treasury on silYer? Senator 
Pittman absolutely agreed and the attached is an exact record 
ot their conversation. 
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J\mt 18, 1~. 
'l'a.etcSay. 

6 
H.ll.lrr Bello. 

Key 
P1 tt:.nr Bello. 

H. K.Jr: Bow are yout 

P: Pint, tbanlc you. 

H.K.Jrr X.,.! I want a little a4Yioe. I tee on tbe n ... ticker -
Bel o -

Pr Hello. 

H.K.Jrr I tee on tbe newt t1oker that Senator KoCarren and tbete 

other tovr s-tor• _.,. ·- down to tee -. altboush 
they .baye not yet atktd tor an appolntact. 

P: Yet. 

H.K • .Trr I - 1t 11&8 J'lmn1ng through rq bead that 
uk tor an appointaent, wb:r thouldn' t I 
or e1x Senator• who wert kind enough to 
latt time to be here at the eeme tfat. 

1t th..,. thould 
aek the other ti Ye 
oome down here 

Pr I would. 

H.II.Jrr Seet 

P: I would. I eee no reuon q I ehould objeot to lt. It 

tlwr want to Mke an appolntaent, eee -

H.K.Jrr Yet. 

P1 I would a1Jiipl'7 .. .,. I would be Yfr'T glad to Mke an 
appolnt..lt and at the •-e ta. I would like to oell 1n 

the - what h gcerally detel'll1ned the l'ti1:e ot tbe ellnr 
bloo. 

H.II • .Tra R1ght. That waa rq bunob, but I wanted your reaotlon. 

PI 

H.II. Jrr 

Ps 

• H. llohl 

low you're troubled about it. It_ rou oall ln tho" tOlll" 
tellon and you don't take en17bh1ng the7 ,..,. down 111 

abol't~, tlw71re f:!DS to •-e baok and ea'7 what they 
pleaae to the treel t. 

JU.sbt. 

'l'!Mrt' e no doubt about it. I don't know who the other 
tbr" are, but that Mkte no d1ttercoe. 

Jo, but it the other s•tl- who are here 1llbo were here 
latt tt.e, I -an, - " all 10t alon& y_,- ... u . 

Ps Well, you oan - I tb1nk I would - I 'hSnk I would pbaae up 
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to the othora, you underatand phoning to me -

H. L!. Jr: Yes . 

P: And say that someone bas sent ua - I wouldn • t mention 
tbe name hae asked for a eonterenoe with you on the 
silver situation and ask them whether they would like 
to oome down to the same eonrerenoo ir you oan fix one. 

H.X. Jr : I see. 

P : Then when l.!oCe.rren and these fellows call you up, say 
yea , I 1ve discussed it with other Senators also 
a conrerence, see, 

H.M. Jr: Yes . 

P: And I'd be very glad t o have you all do1D1 here together 
aa soon as I can fix it. 

H. M. Jr: Now, you know, they haven' t asked yet, you know. 

P: No, well, I'd get ready for it. 

H. M. Jr: That ' s right . 

P: I 1 d get ready for it by phoning probably t o Borah. 

H. M. Jr: Yea. Now, what about having - what about having Senator 
Walsh of Masooebuaetta here? You know, be considers •hat 
be represents the users of Silver. 

P: The what? 

H. M. Jr : He considers that be represents the users of silver - t he 
silver manufacturers. I 1ve never had h1m in but ha 1 s 
been coming down bare quite often now. You know, be intro­
duced a bill. 

p: 

H. M. Jr : 

P: 

H. II. Jr: 

P: 

H. N. Jr: 

P: 

Yea . Well - I don't know about that . 

You don't know about that . 

That's a different subject . 

I see. 

You might get up a controversy down t here that wouldn 1 t end. 

Well, my position with Senat or Walab has been a very fine 
one . I told him, Senator, I could not take any position on 
What you want me to do as long as the Silver Aot 1n on - ia 
a law. So, if you introduce your bill, I oan•t take any 
poa1ti on o.ne way or the other. 

Well , t he bill won' t be reported out -
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H.ll. Jr: 

P: 

H • .r. Jr: 

P: 

B, M. Jr: 

P; 

H. M. Jr: 

P: 

H, M. Jr: 

P: 

H. M.Jr: 

P: 

H,)(, Jr: 

P: 

H. M. Jr: 

P: 

H. M. Jr: 

- 3 -

Well -

I know that . 

Well , Key, that's riq poaition and he said, that's t~ir, 
I understand. 

can 1 t take any position 

That• a all, and I said, I oan1 t get into th1a queatton 
and I said, if you askod me to write a memorandum on the 
bill, I'll simply have to aay that I 'm very s or ry; I ' m 
carrying out one act and I can't consider another. 

Well, 1n the meantime, I ' ll just s imply say I don ' t know 
when we can arrange the conference. 

Yea, and that would give ma a ohance. 

8 

Tfell, I don 1 t know whether we can arrange 
probably have Borah called up. I 
now Senator, some of the Senatore 
terence and I want to know if you 
that conference, 1f and when it 1 a 

1t, but I would 

Ylell , thanks , Key. 

are asking 
want to be 
arranged, 

and aay, 
for a con­
present at 

The same thing to those other fellows and they' ll all say 
yea , 

Sure. 

Then if and ask definitely for a conference, you 
can say yes , other Seor~tar1ea have been sent in the - th1• 
aot . I ' d also stat ed they'd like to be present oonterenee 
and I 'll arrange a conference t or you gentlemen, well , 
whenever you want 1t, aee? 

Thank you very Dllloh. 

Fine. 

All right. 

I t hank you. 
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B.JI . J r : 

Senatur 
Kina : 

B. LI . Jr: 

K: 

B. l.l. Jr: 

K: 

H. M. Jr: 

K: 

B. J,\. Jr: 

K: 

H. K. Jr: 

K: 

B. M. Jr: 

K: 

B. l.I . Jr: 

K: 

H. M. Jr: 

K: 

H. M. Jr: 

K: 

B. U. Jr: 

K: 

H. loi . Jr: 

J'une 19, 1935. 

Bello . 

Hello. 

Senator Kina? 

Yes . 

Henry ~orgenthau, Jr. 

Is t here anything left in the Treasury? 

Anythina lett ? 

{Laughing) Yes . 

Oh, yes, wo 1 ve got just one thing l ett. 

l'lhat 1 s that , my dear follow? 

OUr sense or humor . 

I Laughing) \"/ell , I 1 ve lost all mine, Henry. 

I see . Well , they can' t take mine away £rom me unless 
they por£orm an operati on . 

The Lord has blessed you with and poise which 
bl essing at night many ot us pray and watch for . 

{Laughing) !loll, I don ' t know -

Well , what have you got on your mind? 

Well, I want a little advice . 

. Go ahead -

I read in tho paper ever y day for the last week or ten 
days t hat Senator lt!cCarren and his comm1 t tee are going 
to call on me and nothing happens and I was just wonder­
ing U they should decide to uk to call on me, how would 
it bo if I asked you and t he other Senators who were here 
the last time to come at the same time? 

{Laughins) I don • t thilllc that they woul.d welcome t hat . 

Well, after all , I can i nvite t o come whoever wants to~ 

I think it1 s all r i ght. 

Th1Dlc it • s all right? 
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X: Yea, I do. . 
H.K.Jr: WelJ., U I set a oall troa lloCarran \hen I'• ot.pl,­

sot.ns \o oa,-, well, of ooUl'ae lf ,.ou •-· 1l'h:r thea 
I want t he Senatore Who l1Ye 1n the ollYer otatee. 

K: Xxaotl,-. 

H. lf.Jr: ~ doo't raiae auoh ollYer 1n South Carolina. 

K: I don • t Jmow What - What 1n the derll' a gettlns the 
aatter with \hoao fellows . We - the Prealdent and rou 
dld auoh •grl1f1oant work and save ue tbat Silver B 11 
and a lot of theee fellowa, 7ou Jmow, that want 

I don't underet&Dd lt at all. 

H.K • .Tr: Well -

K: Well, I'm stand1ns b,-~u, Kr. Seoretarr. 

B.K.Jr: All risht• And thins• han been golns alons Tll'J' D1oel7. 

K: I'• sure, and I'• al•d we paniahed a lot ot thoee d&mD 
apeou1ators . 

H.K.Jrt Well, we 1Ye punlabed th- plent,.. And the Govel'DIHnt la 
.aldns the DIODe," now lnatead of the apeoulatora. 

Kt Xxaotl7. That waa a flne Wholea01110 th1Dg and a lot ot 
these - aDd a lot ot thla tallc o~• fi'OIII theoe ~ 
~oulatora. 1n ... York and a lot rro. Sh•ngb•S • 

B. ll. Jrt Wlq, of oourae. 

Kt Well, gin '• bell. 

H.M.Jr: Thanlc J'OU• 

It: All r1sht• 

B.K • .;., Gooc!b7e· 
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H. K. Jr: 

sen . Wm. 
King : (?) 

H. K. J r : 

K: 

H. K. Jr: 

H.M. Jr: 

K: 

H. M. Jr: 

K: 

H. U.Jr: 

J\me 19, 19~5. 
Wednesday . 

-I'm sorry. Alter I put f1I1 call 1n to you t he Prea1dent 
o&lled me •• 

Well, that ' s all r1ght. 

So, I - I - what I wanted to call up about was th1a. 
I read 1n the papers that Senator UoCarren and some of 
h1a fr1ends are go1ng to have a a1lver meet1ng th1a 
afternoon. 

Yea. 

And I also not1oe that you•re not among that gr oup. 
what I wanted to ask your adv1oe was th1a , auppos1ng 
deo1de that they do want to call on mo, see -

Yo a . 

Now, 
they 

1'/hat would you th1nk of tho 1dea 1.! I would 1nv1to the 
gr oup of Senators , wh1oh you were one, who d1dn 1 t pay me 
the courtesy of calling on me about a month ago to come 
at tho aamo t1me. 

Come at the same t1mo? 

Yea . 

Well, I should th1nk that would be proper. 

I mean, 1f McCarren and h1a crowd come down, suppoa1ng I 
aak you other gentl~n 1f you wouldn't come at the same 
t1me. 

K : Well, I don't - I should t lllnlc that would be proper. 

H. M. Jr: 

K: 

H. M. Jr: 

We're all supposed to be interested 1n the pr opoa1t1on. 

Yea . Well, I wanted to see how you felt about 1t. I 
haven' t - up to date , no one asked to see me. 

Yea. 

And I - but, I've just been read1ng the paper each day 
that t hey're going to do aometh1ng and then noth1ng 
happens. 

K: Yea. Well, that'll l1kely convince ~. 

H. K. Jr: Well, but then, then you th1nk, I mean, u:· they should 
aay they want t~ come down that I call you and the other 
gent lemen up, you th1nk 1t would be all r1ght? 

K: I feel - I th1nk that's ent1rely proper. 

H. U. Jrs Wel l , t hank you very much, a1r. 

K: All r1ght. 

H. !J. Jr: 'J.'hank you. 
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WALL STRZET JOURIIAL 

h-t ~ 

U. S. Attitude 
On Stabilization 
More Friendly 

T reasury Ready to Repeat Op. 
eration Which Aided F rench 

And Belgian Currencies 

Britain Held OnlY. Barrier. 

BY w. R. Rvrr 
llfll/ Corr'upo .. dnl o/ T•• W.U.I. IJTun JOIJJI!UL 

WASHINGTON-A much mort po~lttvely 
• frlt.ndly atUtuele toward currency •·t.abllluUoo 

than any heretofore uprt.&led wu tadlcated 
by pe.mmeot oft!ldall yuterday lD lbtlr com· 
mmt oa. dilclo.u.ru t.bat Lbe United Statu 
T're&r.Jry had come to tJM ~ of tiM 
fn.DC Wbt'.D that C1UTtDey ... ua4er I~ 
pruwre at the t'Gd of W..y . 

,.,. 1ta.te of tcdinl' btrt wu He'D lD the 
rouowtnr : 

'lllle a troer11 held Wid tut t.W:.,.... 
Uoa.al ~llt'nDCJ atabUiu Uo• eooJ4 be 
un4hrtake. aow lt It w..,.. not tor Q_reat 

B rtt•la'e anwtmap8e to coope.rat& 
The co:kar llldlcatlon t.b.at t.be T,_.urJ 

wltlcb It hu been te\'MJed U • oome to th6 
•uppori of Ute f.-..ac a.IMI btlp wouk1 f.a .. 
~n'eOI tll tutu,. e.l tuaUOM lllou.N Utt:7 

...u.. ' 
'~'~rae J'e\-datloa , .... ~ .. ~"'dt 

... ,. w1th seaatora P11tmaa (Dee. N'ev.) 

ud MeN"'7. 0"'- -·· .., .......... ._.. 
er . .... appnn4 tiM ~ t( aid to 
WNkMIIII' cvrt:Dd8. 

It ,. tn.allly atatecl "' ~ quart.,.. that 
t.bt aYOiduce ot CUf"'"d)Cf Cl'tlel Sa to lhfl ad· 
•Mtac'l ot ~ b\l.tlDe8&. 

Althoqll llt<Htuy Morzmthau atatod that 
the u.awy .,.... atm OD a 2"'.bour but• wU.b 
rwpec:t to monetuy po.Uey, tbe alUtudt ot ttad· 
m,. oft\dal.l <kmoutrat.ed more plalnJ7 UW\ at 
any Ume buttotore t.bo complete tUrn•about on 
tbe Monty quuUon Gee t.be 'world currtney 
conf~rtnct lo 1833. 

It bu been polnt.ed out be.re that not a 
.Snal• m.a.n who bad anythlnc to do wlt.b that 
CODit.rtnoe J.t any Jqu an omcial ot t.be T'rt ...... 
u'1 Dt~L Tbe tlme la rtpe tor anot.bu 
_, • ...., ... It .. tel~ o.ltb0<t1b It .. bopod that 
orudl • .. .. tla& would be ... .- .., tha 
llallyboo ot tho la.ot ..-zi07· Ont oGidal .,.. 

- tha ~ that tluu - allUd7 Ill 
w~ oould. •ccomp'leh e«ec:U•• currency 

... _._ '-RJCbt It Elortucl would -· 

... u. to ltabtll.ae. 

MDrrentbau PIH.&ed. 
Tbe fact lbat tilt Truaury had come to tbe 

aid of tho frt~oo wu ftrst d.IJiciOMd la Tbe Wall 
Sti"CCtL Journal or laat B"rlday. 8ubtt-Que.oUy 
Jun Tan.ae.ry. J'OVetnor of the auk ol l'rt.oce, 
coaftrmed thAt tJ.d bad beeD fl•ttl. 

Stc:ret.a.ry Korpnth&U exprMIH pleuu,,.. 
onr Lbe .. IJ'*CdUl .. •tatement made bJ Oovemor 
Tun.,. tD whieb be thallked tbe Amtrteu 
~ fOI' lt. ....utance. 'lbe Se<:retaty a11o 
praS.Md lbe Guaranty Trait Co. for Lbt pa.tt It 
J>la7od 111 lwlo!Unr u.. rol4 .,.,,...., ... 

fiOO~~eoo ._,·ohed 
The lt&AI&C:Uoo between Lbe Trtuury ud 

tbe B&ok ot Fr&Dce involved approx.Jmately 
1100,000,000, Tbe decliiOD tO IUpporf. Lbt !t&DC 
eame t 't'OD' tbt Jla.nk ot ll'rance, a.nd lht lalLer'e 
word WI.\ tnough to warnnt. tbt Treuury'• 
acUon. 

OD ll&y 10, Lbc 8uk of Fr&.DCt fou.Ad llMU 
unable t.o buy lrt.Dc• qu.lekJy eooup to o«aet 
dem&Dd.l tor ctoUu exeha.D,-e. Tecb.Dical coo· 
l!dt.rUSou ware l&r1'el7 rapOutblt tor t.b.e 
<WIIclllt7, ""th aJ>lpplq .....s .........,_ lactbu .. _..,wu, lliAulcq...U. Tbo Guaraaty Trwt 

''-" ,...,.. to ,..,. ""'-
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U. S. and Stabilization 
- - -l'OO.,_col...,. "'' rolf ,.._ ....... Po.-JI---

Co, tliO ~ ,mu. - portlclj>&U. Ia liM 
p&d IDO l Wt fOr OOIIoliden.tJoo. ol. pro8t. 
f ou:ad ltlelf I'IIIUtcttcl tor lepl reuou ~ 
lll1111or JD\tal tbl-to, '""'-~ bad 
.,... ,. ....,.., vp to ~~~ at Ito e&pltal ..,. -- ........,. .. p ....... """ _,., .... 
,_ ... - "' ,._, w. ... ~,.. ... 
-- ....... -. ........... u. -to--... --- -Cold. .... olroad7 antftd ID New Yoott. 

n .... wAw tood ta •Ublalt• tu.t 

- ·- - ... ..U.poo l>of-1 ~==-~ latwuwtM. ud \Ul a I• ,...,.. t,_ com,.UUO. wu u 
-- ot tloo ,.,.,. ......... to Ill' --. _, -- It .... 
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lppt lltb 

At the 91&0 oODtercce this •l'lliDI llr. Oliphant 

rea4 the Tax lle818ie Wbioh he preparecl tor the President. 
B ••• Jr. MCle anaral Mance• aD4 aat-.4 that it be written 

1n •re a~e at71A. 

At this oontercoe B ••• Jr. aa14 that be 4i4 not 
n.nt the IDharitance Tax to retire the Jlllblic 4elR. Be 
tb1n1rs theae tu:ea oacht to be uaed to balance the bw!cet 

or to take place ef ~aanoe taxes•. 

A aeooD4 draft ot tbe ••aac• was preparecl bT 
llr. OlipA&nt, OOPJ' ot 11b1oh 11 attached herewith, and at 

2 o'clock to-4a;r H.II. Jr., _ llr. OlipA&nt, llr. Jaoltaon and 
llr . Bell were callecl to tne lbite Bouae to d1101111 thia 

aesaace. 

:10 
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Tbll t1ae baa co• ror the Gonn.ent to alee needed ~~ajor 
i.aproniOGtlta in ita tax atnlcture. Loold.ng rornrd to replacing 

temporary and e~~ergency lane a w1 th acund and pen~~U~ent. taxea and 

looking rorward alao to balancing the budget and to reducing the 

nat i onal debt, I reco.-eod for your consideration three ..aaurea which 

will produce substantial revenues for these purposes. 

ln conai.dering changes in our tax lu"s, we abould, while 
prorlding the needed reTenuea, eeek to bring about a Eairer d.U­
t.ri bution of tba burden of goverilllllntal costs ; aod we should aaak 

also to el111l1 nata t hose weaknesses in our tax structure that ban 
incidentally produced undesirable social consequeneea. 

To treat inc011e aa a ~~easure or tN beneEita of go~nt. 

and or ability to pay is a sound and wboltt,._ policy. It sboul.d 
be the guiding principle of ponoanent Fedaral taxation. Au in tbll 

case or lllllil1 of tba e~~ergenc;y taxes whicb I have aaked Cong:reaa 
to extend , tbll uae of other tax 11easureo 1a often Juatitiabl.e, 
particularly ror t.aapor8.J"7 periods; but, as a per~~S~~ent policy, 
taxation according to 1 n0011e prorldea the 110st erfeothe ~ ot 

obtaini.ng Just. contributions troa tboae best abla to IIske .._, 

A good government IIWit have a tax systea that will produce 
aaple re•euue. A Just go...,~nt 8Wit distribute the cost. of 
go.,..rnaent fairly . Tba l'ull social consequences of tax laws can 

not be unsured by tba r&'f'enuea tbeJr produce. Taxation in &EQ" 

form has aaflJ collateral effects throughout our whole econoaic 

and social lite. Since taxes can not be laid without tbese col-
lateral result.a, and since they DJSt be laid, there i s a national 
duty to a void tax laws which produce undesirable social consequences, 

and a like ciuty to correct erlla produced by existing legilllation 
as they be"c<88 apparent. Tax legislation jlas too often neglected 
these considerations . Tbe measures which I aa reco•eDllng ere 
designed , while providing substantial reveDUe, to r eaove disorildnatione 

and to elhri118te sCM of the •Jor exeapt.ions aod special benefita 

conferred upon particular ~upe. 

I 

Hood! ng on nat. rortuoea fro8 generation to generation is not 
consistent w1 tb tbll ideal.a and aent.i.aenta ot the .berican people. Tbll 

desire to prorlde security ror one' a Eaaily is natural and •boleao-e, 
but the unchecked prirllege to bequeath vnat wealth Ear beyond the 
needs of eeeurity is a ~ anace to deaocra tic institutions . It 

perpetuates concentration or power in the banda or a r ... o•er the 

Uvea aod weUare or ..ullona. Such 1nberit.ed econoaic power b aa 
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offeMive to this generation as the inberitance of political power 

wu to tba pneratioo tbat forll8d our Gover-t. 

Bearl;r 30 years ago, President Theodore Roosevelt, in laying 

of the cornerstone of the !louse Office Ru1ld1 ng, said& 

12 

•It is illporte.ot to this people to grapple rith the probleu 

connected rith tho IUI8Saing of aDOI'liOUB fortunes , and t be use of those 

fortunes , both corporate and indiVidual, in bua:Loa11 . I a should dis­

cr1ainate 1n the sharpest ra;r betoreeo fortunes well-won and fortunes 

m - on; betoreen t hose gained u an incideot to po~rfora1JI& great aer'riees 

to tba co-wt;y as a whole , and those gailled in enl faabioo by lteep-

1ng j ust rithin the llaits of ~~ere law-honesty. Of course, no amount 

of cbaritJ in spending auoh fortunes in e:JI:1 way COIIp8M&tea for ala­

conduct in Mldng thea. As a •tter of personal conviction, and ritbout 

pretending to diacuas the detaila or formulate the ayatea, I feel that 

we sbnll ultimately have to consider the adoption of some such scbame 

as tbat of a procreaeive tax on all fortunes, beyond a certain aaount, 

either gi'nln in life or devised or bequeathed upon death to aey in­

diVidual - a tax so trued 88 to put it out of the po118r of tho owner 

of one of these enomous fortunes to band on 80re then a corte1n lllllOunt 

to any one individual; the tax, of course, to be iaposed by the 

Batiooal and not the State go.e~nt. Such taxation abould1 of course, 

be aimed ~~erely at tbe inheritance or tranaaieaion in their entire~ 

of those fortunes nollen b&Tond all bealt~ l.im1te.• 

I reeo.end to tbe Gongreas that tboee recei'ring inheritanc~s 
and gifts be7ond reasonable exe.ptions, be taxed thereon at gnduated 

rates like our incoM tax rates; and, prefereb4', tbat tbeae rates 

be 118de to vary directly ritb tba recipient ' s entire inc011e. 

II 

~ second proposal relates to the tax rates on large indiVidUAl), 

1ncoaea. Tbe inCOII8 tax law .ery properly applies the principle of 

graduated rates wrying wi th the size of tho 1ncoll81 to tbe end that 

taxes 118.7 be le'ried in accordance ritb abillt;y to pay. 

But tbe application of tbi.a principle stope at ona a1111on 

dollars of anmJOl 1ncome; and , even before this point is reaobed, 

our top bracket rates on wry larie incoMe rise very aloorl;r. Tllua, 

•bile the top bracket rate for a aan ritb a t(.,ooo inCOIIB i s double 

tba r ate for ODe with a $41000 incoae, 8Dd the top bracket rates ria,~ 

troa 4 per cent to S4 par cent between ~ble oet incoMs of $4,000 

and $10010001 the top bracket rates tJ:areal'ter increase very slowly. 

Troll Just oftr $1.001 000 to auyt.ll1nc in axceaa of ODe a1111oD dollars 

of annual inCCM 1 the top bracket rate increases oDl;r froa S6 to 6) 
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per cent; and thereat'ter it does not increase at all, heiDg the - for 

an ammal inco11111 of one ld.lllon and one dollars, two ld.lllon, or f iYe 

aillion dollars . 

The prino.iple of .tiJdJl& the rate according to abUity to pq 

1e obvioua:Q- not consistent~ applied when ineo•s approach.l.na or 

exceedi.ng one million dollars are reached because it i s clear that 

those who enJoy incoll8a of auch abe are .,at able to p!Q". Thia 

source of added re'ftwe should DO longer be neglect.d. 

I reco..and for your consideration, therefore, that the rates 

and brackets of our indi'Yi.dual ineOII8 tax be so adjus ted as to re110ve 

the long-atanding diac:riJiination in f avor of nat incooaes by app~ 

tbe principle of graduation pro~eaaively to anm1a ] inc-:.ea approach­

ing and exeeeding one aillion dollare . 

The object of .y first two proposals is both to increase the 

P'edera.l rennu.ea and to extend the principle of taxation in accordance 

with ability to pq. lly third proposa.l is identica.l in aiJI, but it 

relates to the taxation of corporations. 

Incorporat.d busineasea , like individuals , should be taxed 

accordi ng to ability to pa,y . We heV'II all been aware of the vow1ng 

domination or our economic life by a rel.li ti ve~ sllll\ll number of I:Ju&e 

corporate anterprises , which often exercise the powers of aoncpo~. 

These giant business organizations ere now subject only to the -

nat corporat ion ineo• t&x rate aa tbot paid by their a•ller cc.­

petitora . In addition, the dividends tbot they receiYe froa subsid­

iary and ai'filiat.d corporations are exeapt froa all Federal taxation. 

This exeapticn has encouraged the creation ot inter-corpor ate rela­

tionships, tbe results ot which beve been aost umrholea.,_ in .my 

cases. 

The siae of eo11e of these taiga business aggregati on& ia tar 

greater than that necessary for technica.l ett i cie007; and the -.in 

obJ ect ot such undue size baa often been to acbieYe aoncpo~ control 

and to wield large aaouote of eooncaic power. lloreover, there have 

been aany instancee of pyraaided control whereby a tew indiddual..a 

with a relative~ -.11 ioveat-nt hne been able to control the 

eadogs ot aal!T• The result of this dev6lopooent baa been to diT~ 
control froa the rislca and reaponsibUitiea ot ownership. 

Our ac~c atabillt;y ie jacperd.bed by IIUCh e­

buaioeas aggreg&tiooa, whether operated as a single corporation 

or group ot corporations. Certain rigidities in our econo.ic 
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structure which hAve reterded recovery are tre.CMble to tlleir 
existence. S.llar buaineaa enterprise a , which have aJ.waJ8 
played a 'rlte.l put in Aaerican eoonoaic life, b&va been placed 
at a grow1.1lg di...:lnnteaa u 110re and 110ra of our national wealth 
bu passed into tile control of a taw great wd.ia, which b&va not 
borne their due allan of tile 'burciG of Federal taxation. 

To -t tbia aituatiOD and to a.xtalld to tba field of ~ 
porate busineu tile principle of taxation aoconl111g to ab1111;;7 
to pocy, I propose tor tile conaideration of tile Congress tile 
substitution of a corpor ation net inc01111 tal< graduated accordin& 
to size of corpora te inco~~es in pleoa of tba present unitol'll rat a 
of l'J-J/4 par cant . . 

The ~ tal< rate for s..Uer corporations lli.gbt well 
be reduced to ]J)-3/4 par cent ot net 1nooM, and that of larger 
corporationa gr&duated up to 16-3/4 par cent, with such cleaaitication 
of buainen enterpriaea aa the Congress Ill,}' ~ in tile p.hlic 
interest. 

.14 

As an adjunct to tbi.s graduated tal< on corporate inca.a, 
provision must be u.da to prevent. evasion ot auch tal< tbrougb t.ba 
device of numerous subsidiary or affiliated corporations, eacb ot 
which aigbt technical~ qua.l1i"y as a sl!lall concern, even tbougb 
&11 were sc~ operated as a single organization. Tbe most ef­
fective 118tbod of preventing such evaaione would be a teJr: on divi­
dend a received by cor pora tiona. 

Moreover, aucb a di'fidend tal< would pro'fide revenue tr.. 
incomes which so far b&n borne no part ot tba Federal tal< barden, 
since dividends received by corporations not o~ are exeapt trOll 
the ordinary corporation i nco.e tal<, but , wban wi t hheld troa 
indi vidu&l stockholders , escape all surtaxaa. 

To give tiiiiO tor tbe necessary raadjuat.ents of corporate 
structures, this teJr: abould begin at a low rate and be increased 
in succeeding years. Bona tide invest.Mnt trus ts that sul:ait to 
p.blic regulation and pertorn tbA function of permitting 8llall 
investors to obtein tbe benefit of a diver aitication ot risk -:r 
well be exeapted froa t his tax. 

- - 0--

In additicn to proposing for your consideration at this aeaaion 
of the Congress the tbrea changes in our tax policies thAt I bave out­
lined above, I desire lll.ao to 1'1lCOIID8nd certain otbare f'or etud7 
and f'utur1l legislative action. The first of tbesa Nl.atee to the poa­
ei bility of diacour&&lng tba &cc:uall.ation of Willie~ and Ullll8ceaaery 
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corporate nrplue1. Aaott.r relatea to t'- po .. 1bllit7 of eacouragiJic 
tbe diatribution to 1tooldloldera ot exce1e1ve or -•eaey corporate 
auetl alreedy aocu.al&ted. And fi.na~, there ill tbe problea of tax­
exeapt eeourititl, t'- a:ilte- ot wbioh proddea a ahelter t'ro8 ~ 
tion and 1apei.rl tbe abUit)' of State and local co~nta.l wdtl 
u well u tbe ll&t10Ml Got81-nt to ~about a aore eqll:iteble 
dietribution of tbe burden of the coat ot gotet-.rt. In tldAJ -o­
tion, I haw aaked tbe Treuur7 Depert.ent to u1ta a P"11w1na17 
IIU1'T8y ot the •hole t1el4 ot contliotiDc and onrlappiJic taxation. It 
1e oow •orlr:inc on tbia ·~ in cooperation with tbe nn}J' organiae4 
Tax llartaion CounoU, whoM •.bare include repreaentetiwa ot Federal., 
State, aD1 local go'fe~nte. 

There ia uraent need for siJipl.ifioation and olar1f1cat1on of our 
rennue lan, togetber with a greater oerta1nt7 and with lns delq in 
their execuUon. I went to acknolrledp tbe tiMlJ' efforts of tbe Coaaresa 
in l.aJr1ng the bsaia tor aJ17 needed iaprovuente in our tax legialation 
and •dahrt•tration b7 the cere!'ul etudiea of tile orpnbation and 
operation ot the l'e'feoue qat. ot our own and other countoriea which itl 
co..tttees he'fe aade. 
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B. ll. Jr: 

JUne 18, 19:55. 
Tueac1ay. 

- I've been in with the President on tbia tax business, 
see - Bello -

Sen. Pat 
Harrison: Yea. 

B: 

B. M. Jr: 

H: 

B. M. Jr: 

i: 

H. M. Jr: 

B: 

B. III. Jr: 

B: 

B. W. Jr: 

HI 

B. M. Jr: 

R: 

B. III. Jr: 

li: 

B. M. Jr: 

B: 

B. M. Jr: 

- and he told me that I could tell you this thAt before -
tha t aa tar as the resolution goes it paaaed the Bouse -
t he Tr easury ia tor that. When it oomea to anything-new 
taxes, he baa ever, reason - I aean, I can aay that he 
baa every - that he expects to send tor you and Doughton, 
aee , and oal.l -

Anyway you want this darn resolution pa iiBed over h ere? 

Yea, s1r. 

And t o keep down any membere you oan. 

That - as tar as I know; nOY get me, I 1m not - I oan •t -
I mean, i f this waa something that was i n f1I3 hanc1a and I 
bad control , I oould give you yea or no, see? 

Yea. 

You understand me ? 

But, the idea i a to pass the resolution aa it ia. 

Yea, air . 

All right. 

Now, let me get this -

Yea. 

So you and I can-always get along . We won't aak you to 
change it, but I don 't know whether somebody alae will. 

Well , all I want to knOW' is What the viewpoint up there 
was and then I 'll tell them myaelt and get t he boya on 
the oO!alttee to try tlo do that. 

But , as to.r as tbe Treasury' a concerned, that resolution 
includes all t h e taxes, al.l tbe revenue that we included 
1n the Preaident1 a Budget message. 

I see . 

And that 1a everything that we figured on. 

Yea. 

Everything that we f igured on -

And anything alae that ocaea up it 's got to oome up l ater. 
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H. K.Jr: 

11: 

H.K.Jr: 

H. ¥. Jr: 

i l 

B. W.Jr: 

- 2 -

It•a got to - it'll haYe too- fi- the 11b1te Bouae. 

All right. 

Now, tb1a 1a Juat between the two ot ua -

Yes. 

- but that 1e the absolute lowdcm1 and you know that I 
nenr ghe you anytbing but that. 

Yea. 

Ie that all r1ghtt 

B: Yea, that 1 e what I want to hear. I don't want to 

B.M.Jr: Well, now aa tar aa the TreasU17'• concerned, tbat'a that. 

R: All right. Uuoh obliged. 

B. II. Jr: Thank you. 
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TREASURY DEPARTMENT 

WAS HINGTON 

June 18, 1935. 

Memn00M of Ccmf•na&• 
In t.he Otflce ot the Secret!U'Z or tile 'l'rea!uu· 

l01t§ a.p • . Tuaada,y • .Time 18. 

Preeent 1 Becret &%7 llorgentbau, .Ueiatant Secretary Roche, 
Admiral llaalet , Dr.CunmSn&, Dr. L.ll. !b.ompllon, 
&114 llr. llcBAI;ynolda, tor the 1'reaaury Departlll&lt; &114 

uahtant Secretary H. L. Booa8't'dt, Admiral P . 8. 
llo .. 1ter, and Captain I . G. Du!oae, t or the I avr 
Departmltn t . 

Secretary llorgentheu stated that he wu 1natructed b:r the 

Preeident to conf er wi th the Nav:r and work out a definite acre~ment 

on the following projactal 

(l) !he propoaed conatruction ot two 25-knot , 250-toot 
patrol boata tor the Coaat Ouard, conceming which 
he had eddre .. ed a letter t o the Prea1dent on lla7 
19, and the Secretary ot t he liavy had WT1 t ten the 
Pru1dent on lla7 :n; 

( 2) The propoaed conatruction ot naw laboratory bu1ld1n&a 
tor t ho N&tionnl Institute ot Healt h on t he aite re­
cently donated to the 1'reaaur;y at l!etheada, 114. 
This projec t 1a to take t he place ot t he present 
croup ot laboratoey bu1ld1J16* now located i amMiatel;y 
woat ot the preaent Ianl Hoapital &114 lle41cal School . 
The proJect inolvea turn1n& over t o the Iav:r the 
buildinca &114 aitea now occu,ied b;y the bu1ldinca ot 
t he I natitute ot Heelth. 

(3) 'Ebe ellot ment ot $3, 496, 000 required to coo:plete the 
aeven Coaat Guard cuttera now UDder conetruction at 
l'a"Y :rar4e. 
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It wae agree4 that the order of preced.ence on theae projecte would 

be: f i rat, the ccat of co:pletlon of the •••en Ooaat Quard cut tara; 

eecoll4, the conatruction of the new laboratoey for the Jlational Inetitute 

of Health ; all4, third , the conet raction of two 25-~ot patrol boate 

f or the Cout Guard. 

The only queation raieed that would affect the practicability of 

anJ of theeo projects wu with respec t to tho laboratory for tha Insti­

tute of KAlal th. Dr .Cunrning expreaeed the opinion that the -orojact wu 

in nary eenee deelrable from the Public llaalth atandpoint in the 1-

tion propoaed, but that it would not be practicable for the Public 

Health to abnll4on the preaent laboratory until the new project he4 

prQ&reaeed to t he 'DOint where occupancy of the new buildinc• would 

be practicable. Admiral Roaalter atnted, for the Na?y, that thh ar-­

rantemeLt would be entirely aathi'actory. 

Secretary Uorgenthau suggeeted that thoae preeent retire to 

Aulatant Secretary lloche' a office an<\ prepar e a 11181110rall4um for the 

Preaident to be signed by h1lll all4 the Secretary of the Jla..,-, rec-. 

mendin,; t beae three project• aa agreed on, all4 that a eeparate memo­

rall4um for the Preaident be prepared callin,; attention to the fact 

that on the aame ~ that he reqtU~cted an allotment of twl4tl for the 

coii!Pletlon of the Oout Guard cutter• be he4 turned back to the Public 

Wo~ Adm!nhtretion the eUD of $3, 769,000, prerloual;r allotted to 

tho Treaaury for the cone truotion of a l ederal Power project in lin 

York. 
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J.!EYORAJ{Dtnl FOR 

THE WBJ:TE HOUSE 

WaaMngton 

!Jay 29, 1935. 

THE SECRETARY OF THE TREASURY 

Please see enclosed letter from the 

Secretary of the Navy of Kay 27th. I suggest 

that a definite project be worked out between 

the two Services . 

F. D. R. 
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DEPARTioiB!tT OF THB NAVY 
Office of the Secretary 

Washington 

27 May 1935 

My dear Ur. President: 

Referring to your memorandum of llD.y 
20, 1935, relative to the building of two 25-lmot, 250- toot 
patrol boats for the Coast Guard and to the Secretary of the 
Treasury's letter to you on the same subject: 

22 

During the past months of!icial.s ot the 
Coast Guard have consulted with representatives of the design 
bureaus of the Navy Department relative to coast guard patrol 
boats . These consultations have covered generalities rather 
t~ design details of specific boats . The discussions have 
covered various lellbths ot boats from 150 to 300 feet , and 
various speeds from 17 knots to 30 knots. More recently some 
of the general discussions focused around 25- knot boats ot 
about 250- root length. 

The question or speed has been discussed 
informally and the llavy Department representatives indicated 
that t here was no special virtue in 25 knots so far as the Navy 
Department is concerned, it being noted that t his is the speed 
intermediary between the designed speeds of our battleships , gun­
boats, and submarines on the one hand, and tho cruiser, destroyer 
and carrier classes on the other. · 

The question of speed i s a very vital one 
in conneot:j.on \7i th cost , particularly i f diesel electric machinery 
is contemplated. This i s evidenced by tho ~780 , 000 differential 
between tho geared-turbine boat ~d the diesel electric boat 
menti oned in the Secretary of tho Treasury' s letter. 

The eotimates were not prepared in the navy 
Department , but they do not appear t o be very far out or line, 
due consideration being gi ven to costs of l abor and material as 
t hey exist t oday , together wi t h some uncert ainties relative to 
future costs . The difference between costs of geared-turbine 
drive and diesel electric drive for the speeds indicated represents 
about lfhat is to be expected under present conditions. 

llavy Department offioinla have furnished the 
Coast Guard preliminary i nformation re~~red for a study of the 
possibility of mounting torpedo t ubes and anti-aircraft machine guns 
on vessels of tbia size and type should they become avail able t o tho 
llavy in time of wnr . 

To obtain t ho 25- knot speed on a 250-!oot 
boat defln1tely indicates that a large proportion of the coat and 
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weight would go i nto maoblnery (particularly in diesel drive) . 
It turthor appears tbat the battery that oould be carried would 
have t o be correspondingly r educed. 

Aa a matter of cooperation between the 
Departments concerned, the Navy Depart ment would be glad to 
under take construction ot thes e vessels in the Navy Yard, 
Charleston, South Carolina. 

It is the navy Department • s understanding 
that tho design referred to herein is merely in the tentative 
and f ormative stage, ao tbat it ia impract i cable to submit either 
satisfactory or complete answers; nevertheless , the design 
bureaus of tho Navy Department will be very happy to cooperate 
lf1th the Treasury Department in connection with t he development 
of tho design at any time such action is desired by the Coast 
Guard aut horitioe. 

Sincerely yours , 

Claude S , Swanson 

Tho Preaident, 
The White House. 
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\'Jaah1ngton 

Lfy dear lir. President : 

The Coast Guard is now laying down 
doslgns of 25- knot patrol boats , for ottahore duty, the 
patrol boats t o be about 250 feet long with alternate 
propelling machinery consisting of steam geared-turbine 
drive and Diesel- electric drive . Inasmuch as only a 
single patrol boo.t of each type ie no17 proposed, thus 
eliminati ng t he o.dvanto.ge or multiple production obtain­
ed by several duplicate boats , the latest estimated cost 
is $1 , 925, 000 for the geared-turbine patrol boat and 
$2, 705, 000 tor the Diesel-electric patrol boat; these 
estimates include the cost ot outfitting and equipping 
the boats and approximat ely 4~ tor administrative pur­
poses . Under the circucstances , therefore, it is 
respectfully requested the Federal Emergency Adm1n1s­
trator ot Public V/orks approve a new Coast Guard Federal 
Pr oject to be i dentified as "Two 25- knot Patrol Boo.ts ," 
w1 th an allotment ot $4, 630, 000 tor the project frotn t he 
appropriation o.va1lable in the National Industrial 
Recovery Act, approved June 16 , 1933. 

The Pr esident, 

The Tnllte House . 

Respectfully, 

H. Morgenthau, Jr. 

Secretary ot the Treasury. 

24 
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TREASURY IEP AR'l'KEtl'r 25 

Inter Ot t ioe Communication 

Dnto June 1 , 1935. 

To Secretary ~orgenthau 

Fr om 1.!1ss Roohe 

I attach hereto detailed memorandum tram the Surgeon 
General regarding t he transfer of the Natlonal Institute 
of Health site and buildings t o t he Navy Department . This 
transfer is satisfactory on t he following conditions : 

JR/r 

1 . Allotment of $2 , 500, 000 for t he building 
and equipment ot a new laboratory for the 
National Institute of Health on recently 
donated si to at Botheada, J.:aryland. The 
value of tho present buildings is over 
$1 , 0001 000 and $750, 000 has been requeated 
under the works program t or an addition to 
them as they are inadequate and muoh of the 
Institute's work has to be housed in t h e 
Administrati on Building, occupying apace in­
tended for personnel and administrative 
uses . 

2 . Assured occupation by the Inst itute of 
Health of the present l ocat ion until t he 
n ow quarters are fully completed and 
e quipped, since any interruption ot the 
Inati t ute' s work would seriously ili1Pa1r or 
ruin vitally important biological control 
work and experiments now under way. 

Josephine Roche 
Assistant Soorotary of tho Treasury 
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TREASURY DEPAR'l'JmriT 
Public Health Service 

Washington 

llay 31 , 1935. 

llemorandum for tho Secretary of t he Treaaury. 

26 

I am in receipt, by your r eference , of a let t er dated 
April 24, from the Secretary of t he Navy to the President of 
the United States, recommending t hat the present site of the 
National Inati tute of Hea1th w1 th the buildings thereon be 
turned over to the Navy Department for use aaa Navy Medical 
School and that funds be provided the Public Health Service for 
the erection of ne\f buildings on t he slte being don.ated t o the 
Public Health Servic e by l!!r . Luke I . Wilson of Bethesda, lfd. 

The Na tional Inst i tute of Health i s at present housed 
in four buildings . Two of these have been constructed r ecently, 
the others are ol der, one having been built in 1901. Thes e 
buildings are fully occupied and the limited area of approxi­
mately 5 . 10 acres leaves no room for further necessary expan­
sion. 

Because of the l~ted facilities at t he National 
Institute of Health, t he central offices of Public Health 
Service activiti es having to do with f ield researches in malaria, 
industrial hygiene and the like are located in the Public Health 
Service administration building at 19th and Constitution Avenue, 
occupying space which wa s origi nal ly intended for departmental 
personnel and which i a now needed tor this purpose . 

It is obvious , therefore , that there is need for in­
creased physical fao111ties for the research activities of t .ho 
Public Health Service. This need will become even more urge.nt 
71th tho passage of tho Social Security Bill which provides for 
an annual appropriation of $2, 000, 000 for further research into 
the cause and prevention of disease. 

The site which Mr. Wils on is donating to the Public 
Health Service comprises 45 acres . Under tho authority granted 
to the Secretary of t ho Treasury and the Postmaster General in 
tho Emergency Appropriation Act , Fiscal Year 1935, $100, 000 has 
been set aa1de for the construction of an animal building . The 
site, however, is of such acreage as to allow adequate room tor 
the development of the laborato17 units and for quarters for both 
offi cers and attendants . In addition, the site is ao close to 
Washington, being about li miles from Chevy Chaeo, Md., as not to 
interfere w1 th the requirements of the National Institute of 
nealth. 

There is naturall'1, a certain amount of sent1lllont 
attached to tho present National Institute of Health ao it has 
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been developed both phyllioally and ao1ent1tioa1ly through the labors ot the otticera and aoientiata ot the Sarvioe. I oan not, however, question tbe wiadom ot the r ecommendation ot tbe Secretary ot the Navy that the ground be made available t or expansion ot the NaYJ medical aot1vit1ea. I likewiae teal t hat a complete compact unit to include both the laboratory and field reaearohee ot the Ser vice would be very advantageous . 

It 1a fortunate that plana and apeo1ti oa t1ona used in construction ot the two new buil dings ot the National Institute ot Health are available so that immediate construction wor k could be started. It should be understood that the Public Health Service must continue t o occupy the buildings on the present alto until the now proposed buildings are available tor occupancy and tully equipped. 

Aoourate estimates can be turn1ahod 1n a tow days r e ­quiring approximately $2 500, 000 tor the construction ot the complete unit. The oompieted project would i nclude tho admin­i s trat ion building, laboratory buildings , field ottlcea, quarters tor officers and attendants , sewage disposal plant, road const ruction and necessary landscaping . Part or this, namely the quarters, would be selt- llquidating ln as IIIUOh aa ottl cer a occupying quarters receive no rental allowances. 

D. F. Draper 
Aotlng Surgeon General 
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THE SECRETARY OF THE NAVY 
Waah1ngt?n 

April 24, 1935. 

1J:1 dear Mr . President: 

28 

Adjoining tho Naval Hospital Reservation, Washington, 
D. c. to tho west , are 5 . 10 acres ot land, turned over by the 
Navy Department to the Public Health Servic e in 1901 , on which 
are now erected s everal buildings ot tho National Institute ot 
Health. Theee buildinge are obsolete, with the exception ot 
two, recently erected ae part ot a now plan. 

Aa the National Institute ot Health is largely engaged 
i n experimental work for the Public Health Service, necessi­
tating the use of large numbers of laboratory animals, the 
housing of these animals - dogs, monkeys, rabbits , aheep, eto., 
in close proximity to the hospital, is noiay and highly un­
desirable within the city l1m1ts . 

It is understood that a considerable tract ot land 
has recently been obtained f or the National Institute of Health 
i n the vicinity ot Rockville, t!aryland, and it is rec0111111anded 
that tho present site of the National Institute of Health, with 
tho buildings thereon, be turned over to tho Navy Department 
for use as a Naval Medical School, tor which space is badly 
needed, as part of the development in connection with the new 
hospital, and that tunds be proVided, from Relief oons·truot ion 
work sources , to provide tor the erection of suoh buildings as 
may be necessary tor the National Institute ot Health on tho 
Rockville a1 to. 

It is believed that tho proposed plan will be of 
material advantage to both the Navy and tho National Institute 
ot Health. 

The President, 
Tho Whit e House. 

Sincerely yours, 

Claude s . Swanson 
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June 18, 1Q~8 

HU, Jr took th1e to the White House t oda3. It i l draft 

ot proposed message to Congress trom the President. 
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The time hns co111e for the OovernJDent to make needed ~~~ejor 1111-
prove~~~ent in its tax ~ tructure. Loold.ng forw&rd to replacine telllpo­
rery and e~~~ergency levies with sound and perlllll.Mnt taxes and looldn& 
forw&rd elso to balancing the budget and to reducing the nationel debt, 
I recommend for your consideration three -eaeuree which will produce 
aubstantiel revenues for these purposes. 

In considering cheQges in our tax laws, we sbould, while pro­
viding the needed reveaues , seek to bring about a fairer distribution 
of the burden of governmentel costs; and we should seek elso to elia­
innte those weaknesses in our tax structure that have incidentallT pro­
duced undesirable aocilll consequ.ences. 

To treat income as a measure of the benefits of government 
unci of ability to pay is a sound and wholeeome policy. It should be 
the guiding principle of peraanent Federel taxation. As in the cue 
of llllliV cf the emergency taxes which I have eaked Congrese to extend, 
the use of other tax -easures is often justifiable, perticularq for 
te111porary periods; but, as a pel'II8Dent policy, taz.&tion according to 
incoce provides the DOst effective means of obtaining just contributions 
fl•o:n those best ::.blc to <Uke thelll . · 

A good governnent must have a tax system that will produce 
ample revenue. A juot govorlllllent must dis tribute the cost of govern­
ment fairly . Tho full soci al consequence a of tax laws can not be 
measured by the revenues they ;>roduce, Taxation in e.JV for~~ has llle.JV 
collaterel e ffecta throu,;hout our wllole economic and sociel lite. 
Since texas can not be laid wi~ut these collaterel results, and 
since they aust be laid, there i s a nationel duty to avoid tax laws 
which produce undesirable sociel consequences, and a like d~ to 
correct evils produced by existing logisl~tion as they beeode ap­
parent. Tax legislation has too often neglected these considerations. 
The a~easures which I u recosending are designed , while providing 
substantial revenuo , to re1110ve discr1minetions and to ellmln•te oome 
of the lllll.jor eltemptlono and special benefits conferred upon particu­
lar groups . 

I 

Sandin;: on vast fortunos f'roa generation to generation is not 
con:Jia tent. with the idaele and sentaenta of the !JieriC!Ill people. The 
desire to provide securicy for one's faail.y 1a nsturlll and wholes0118, 
but the unchacked privilege to bequeath vast weelth far beyond the 
needs of security is a growing menace to d0110cratic institutions. It 
perpet~tes concentration of po'lfEI.r in the hands of a few over the lives 
and welfare of lllillions. Such illhari ted econotd.c power is a a ot'.f'end ve 
to this generation 118 the inberi tance of poll tical po'lfEir was to the 
generation that fotiaed our Cove~nt. 
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Hear~,. JO years ago, Pres1dent Theodore Rooseve~t, in ~&yin& 
of the cornerstone of the Houee Oftiee 8u1.ldlng, said: 

•It its important to this peop~e to grapp~e with the problftiiS 
connected with the amassing of enormous fortunes , and tho use 
of those fortunes, both corporate and individual, in business. 
We sho~d discrim1nate in the sharpest way between fortunes 
we~-won end fortunes ~-won ; between those geined as an in­
cident to performing great services to the community as a who~e , 
and those gained in eill fashion by keeping just within tho 
lillli te of mere ~aw-honosty. Of course, no amount of charity 
in spendins such fortunes in aey we:r com?Snsates for llliseonduct 
in lll8lc1ng thea. As a ~~~&tter o.f per sonal conviction, and with­
out pretending to discuss the de~s or fonaul.ate the systeM, 
I tee~ that we s~ ~tinately have to consider the adoption 

31. 

of SOI>e such scheoe 88 that of a progressive tax on ~ fortunes, 
beyond a certain amount, either aiven in life or bequeathed upon 
death to aey individual. - a tax ao trued as to put it out of 
the power of the owner of one of these onor:oous fortunes to 
hand on more than a certain 11r10unt to aey one individual.; tho 
tax, of course, to be imposed lr.r tho National and not the Stete 
Government. Such taxation sho~d, of course , be aimed mere~,. 
at the inheritance or transmission in their entirety of those 
fortunes swo~en beyond all holll.tl\}' 11m1ts, " 

I recommend to the Congress tha t ~ inheritances and gifta 
beyond reasonable exemptions , be subjected to progressive rates of 
taxation comparable to those of our inCOCie tax l aws; and that those 
rates be r:wlo to vary directly with the recipient's entire incooe. 

II 

~ second proposal rehtes to tho tax rates on largo individ­
ual inco1110e. The ineo!!IO tax h w very properly a pplies the principle 
of gradU&ted rates var;ying with the size of the ineo1110, to the end 
th'lt taxes may be ~evied in accordance with ability to pay. 

But the application of this principle stops e. t one miJ.l.ion 
dollars of annual inc01ne; and, even before this point is reached, 
our top bracket rates on very ~o.rge incomes rise very slowly. Thus, 
wb~e the top bracket rete for a mon with a $6, 000 income is double 
the rate for one with e $4, 000 incor~~e , and tho top bracket rates riee 
from 4 per cent to 54 per cent betweon texahle net incoJ!IOs of ~4,000 
end $100, 000, the top bracket rates thereafter increases very sl.owl;y. 
Fl:M just over $100, 000 to aeytb1ng in excess of one miJ.l.ion do~s 
of anm•al ineoeoe, the top bracket rate increases only troa 56 to 63 
per oent1 and thereafter it does not inoreaae at ~. being the -
tor an ammal ineo1110 of one miJ.l.ion and one do~s, two miJ.l.ion, or 
five a1.ll.ion d~a. 
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The principle ~ t1x1ng the rat. accordini to abili1;r to pq 

1e obrloual,y not COIIJiiat.ntly applied wben inCOIIee approacbing or 

exceeding one .U.llion dol.J.are are reached becauee it 1e c1ear that 

those wbo enjo:y incomes of such ebe are 100st able to pq. This 

eource of added revenue abou1d no longer be neg1ected. 

I recommend for :your consideration, therefore, that the r ates 

and brackets of our illdi'Yidua1 inco:oe tax be eo adjusted as to re­

I'IOve the long-atanc!ing discrillli.Dation in favor of 9aat inCOIOea 'br 

app1:ying the prinoip1e of graduation progressiveq to annutll. incomes 

approaching and exceeding one million dollars. 

m 

The object of rq first two propoaal.e is both to increase the 

Federal. revenue:s and to extend the princip1e of taxation in accord­

ance 111 th a bill t;r to pe;r. ll;y third proposal. is i dentical. in aia, 

but it re1ates to the taxation of corporatioiiJI. 

32 

Incorporated businesses, like illdividual.s , sbou1d be taxed 

according to a bill 1;r to pe;r . ll'e have o.ll been aware of the growing 

dominat ion of our economic lite b:y a re1at1veq small I'IUlllber of huge 

corporate enterprises, which often exercise the powers of monopoq. 

These giant bueineee orsanizationa are now subject onq to the aa­

nat corporat ion 1nc01!8 tax rat. as that paid b:y their allllller co-­

petitore. In addition, the dividends that the:y receive from subsid­

iary and affiliated corporations are exeoapt from o.ll Federal. taxation. 

This exemption bee encouraged the creation of fantastic inter-corporat. 

relationships , the results of which have been .net unwboleeo.a in ~ 

cne.es . 

The size of some of these huge business aagregetions 1a far 

greater than that neeesear:y for t.chnica1 dficiency; and the ,...in 

object of such undue size baa often been to achieTe .onopoq control 

and to wield 1arce uounta of ecoDCIIdc poole1'. Moreover, tbare have been 

IDAl17 instances ~ wrllllided control where"tv a f .. illdividuale with a 

relatively Y8l1 investment have been able to control th" aavinge of 

111aDJ. The result of this developooent baa been to divorce control fro11 

tha rialul and reeponaibilltiee ~ OIID8%'abip. 

Our ecoiiOIIic atabUi ty- 11 jeope.rdir.ed by such anoriiOUa bueineu 

aa:gregations, • bather operated as ·a aing1e corporation or group of 

corporations. Certain rigidities in our aconoodc structure • hicb have 

retarded recovery are traceable to their exiet.nee, s.aJJ.er bwti.Deea 

ent.rprieee, which have al.tnQ"e plqed a vi tal. part in Allerican econollic 

lite, have been p1aeed at a grow1.ac disadvantage ae 110re and 110re of our 

national weeltb baa pe.eaad into the control of a few crest units, llbich 

have not bol'DO their due ebare of the burden of f ederal taxation. 
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To 111eet this eituation and to extend to the field of corporate 

buaiMaa the principle of t&l<ation aceordi.ng to abillty to pa;y, I pro­

pose for the conaideration of the Concreaa the substitution of a corpo­

ration net inCOIIe tax graduated according to sir.e of corporate incomes 

i n plo.ce of the present uniform r ate of 13-'J/4 per cent, and the 11)­

actment c;f an intal'-corporat e divi.dend tax. 

The incoooe tax r ata for saaller corporations .-i&bt • ell be re­

duced to 10 percent of net i .ncOJOe, and that nf larger corpora tiona 

grad\Ulted up to 20 per cent, nth auch c.laaaifieation of business entel'­

priaes u the Conc;rees ~ deem in the public interest. 

This dividend tax ~uld pro't'ide revenue 1'rom incomes w!rl.ch so 

far have borne no part of the Federal tax burden, since dividends re­

ceived by corporations not onl,y are exempt from the ordinary corpora­

t ion ineotle tax, but all, • hen rithheld !roll individual stockholders , 

escape all surtaxes. 

lloreover, an inter-corporate dividend tax is a necessary SUP­

plement to a gradunted corporation income tax to prevent avoidance 

of the latter tax by the creation of numerous aubsidiary' corporations , 

each of which might technicall.Jr qual.i.1T as a small conoern, even 

though all •ere actuall.Jr controlled by a single organization. 

To give time for the necessary readjustments of corpor ate struc­

tures , this tex should begin at a low rate · and be incree.eed in aucceed­

ing :years. Bona tide investment trusts thet aulxdt to public regula.­

tion and perf on~ th.e function of perai tt1ng ual1 investor s to obtain 

the benefit of a diversification of risk ~ • ell be exempted fro• 

this te.x. 

In addit ion to proposing ror your coneirleration at this eeaeion 

or the Congress the three changes in our tax polici es thnt I have out­

lined above, I deeire also to reOOIIIIDeDd certain others for st~ and 

future legialative action. The first of these relates to the posai­

blli ty of discouraging the acCIIlliUl.ati on of unrield;y and unneceaa&J7 

corporate aurpluaea . Another relates to the poasibility of eneoureging 

the distribution to stoakholders of excessive or unneceuary corporate 

as seta alread,y acowoule.ted. And tiMl.l;y 1 there is the problem of tax­
exswpt aecuritiea, the exiatenee ot which pro't'idea e shelter !'roll taxa­
tion and 11Dpairs the abilltl}' of State and l oc&l gove~ntal unite aa 

well as the llatiotllll. Gover,_nt , to bring about a more equitable die­

tribution of the burden ot the coat of government. In this connection, 

I haYe asked the Tree8U17 Department to aal<a a pre1.ia1ne.1')' aurv81 of 

the llhola field of eoofllcting and overlapping t&l<ation. It 11 !lOW 

• orldng on this stud;r in cooperation nth the 111110l;y organised Tax ~ 
vi.aion Councll, llhoee members inc.lude representatives of federal, State, 

and local governll8nte . 
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There 1e urgent need tor aiapliti.ce.tion and cl.ari.ti.oat10D ot 
our revenue l&lrll, together with a creater certainty- end with lese 
delq 1n their execution. I want to aolmowlecl(e the t1Nq ettorta 

ot the CollCl'eae 1n l.qi.na the ba.U tor MZV' needlld iaproY-nta 1n 
our tax lecialation 8Jid ada1nhtret1on 1:JT the oaretul atuoliee ot the 

orgen1zat1on and operation ot the rnenue 878t. ot our own and other 

countrlee which ite ~tteee baTe aede . 

Dratt n 6/a/35 
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The tiae bu -e ! or t.ll& Oo.e~t to uke Dellded u~or 1a­
pro-r-t. 1a it.e t.u at.ructure. Lookin& t'orw.n1 to rep~ t.po­rarr uc1 -cuc;y l.rtiea w1 til eoand am pe1'11&1181lt t.axao am l.oold.lll 
tornrd alao to M loMl q t.be budpt. ...S to nd'aoillc tbe ut.i~ debt, 
I n · : s.S t or 70TC c~ret.ioa thnJe u aci&J'ea which will p~ 
aeat.eat.iel reo »• t or t.beae p!l:l'pOMI • 

lll coaai deJ'in& e.baqea 1A our tn l&n, .. t!l!oo'"• mU. pro­
Vid1.D& t.be D&ede<l r wve- • , Mftk to brill& abollt. a t'&irar diatrit.t.ioa 
of t.ba lNrdeo or l>OVw-.ta tal. coat.e1 ud we t:boul.d Md. al.ao to alia­
laat.e t.boae veakDeaa<Jo 1a ov tax s t.nlct_.. that baYe i.Jlcidant.t.ll.T pro­
diiCed uu:l.eairablo aooial eooaequeDC&s. 

'l'c t.reat 1acoM aa a • aalliJ'e oJ. t1:e 'tlaiWlfits ot iOYO~t 
..-.1 of abil11;J to P"v h a sollftd aJ>d nola- rollcy. It should be 
tbe pidiJii )'1'1acipla of pe.--t. Fackral t.uat.iea. /.a 1a t.be cue 
o f ~ ot the carp~~e7 tuea which I bne u ted C:sc•eu to ext.eDd, 
the ue ~ other tu MLnns h o1'ten jua•.1J'1able, ~C!Illarl.T tor 
t.apo""17 period• I bot, •• a pel'E&ftellt pol1Q1, t.u.at1on accordiDc w 
laOOM prortdea tba 100at ef fect ive ""'Ula or obt>.ift1n& ~~~~~t coAtriiNt.ioaa 
t'ror& t.t.o..e beat abla to eke tbu. 

A good I!OYe~t sut ba-r• a t.u qetu that wUl prodaee 
aa, le reven lle . II Juat &cveroa<~llt li<ll8t 'lilt.ribllte tb8 coat or i OYera­
uat fairly. Tbe Ml social eoo~uance• ot tax laws caa not be 
.. ,uured b)" the re-raDllDI t.h.,. ,,roeuca. Taxo.tion 111 IUii7 f ora luu• ~ 
colla teral etteets t.bro~t our eob ee:s:dc: u:d accial Uta. 
Sl.llce t.axee can ao t. he lUd rtt.bou\. t.b6Qe collAteral renlt.t. , ud 
eloee tb..ny suet be ltll d, there is a ~Ut.icD&l dutoJ to a 'FOid t.ea lawa 
wb lch produce ...terinble »eial CCDJJe<;;U8DC8£ , LDd a ~ dat;:r to 
correct evils pro lac.,.j by edating legislatico u t.lw!)' be- ·~ 
pareat. Tu la&ht.Uoo hoi\ too ofwo oesJ..aewc. thaN CCDei<lon tJ.oas. 
Tb• M aauru 11111c'l I IW reccM sD<ISu& are deaipecl , wblle Pl"''Fld1ac 
a~abat&Dtial ro•t~~~Ue , to r e110n diecr ia1.N.UODa • Dd to "li.ll1aat.e a­
of t.ba au..jor naapt.iOIUI aad speci a l bu efita eoaterred IIJ>OD pert.1c...­
hr croups. 

I 

!lesdht~ on 'ITGI. fortuMa rr- ,_t.ioa to c-nt.ioa i o DOt 
coubt.eut with t.be 1de.U• aai -u-u ot dM Mfti.caa paopl.e. !be 
desire to prO'~de .. cur11;y ror OM' a f&ail,J 1e cablnl ancl w'Male_, 
'but the UDCbacUd privUa.- to baq-tb 'fUt .. altb tar bwJwcl. tbe 
80oda ot aellllrity 1a a ~-- to "-cretlc lutltut1-. 1\ 
fY'rpet•t<ta OOII<*ltnt.ioa ot ,)ORr 1a tll.a b.aiMU of a f ew ..-r tile UYea 
&.1111 w ltare of alll1aa. . lla.cb 1aber1t.ed e 1111'1io power b as oft-i n 
l:.c t.llia ce•ratJ.oa ae tbe 18ber1~ ot poUt1cal ~r •• to t.be 
PMnt.iola tbet tONed - Gcrft,_IR, 

• 
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'!'be prlMS.Jil.e ot t1DIIc -. "~ &-.l1llc to .td.U\7 to ... 
s.. ~ .n ~ eppu..s 1lb.a 1a- appra the • 
e 'he - etus ... dollars are ""dl8d becanee u 1a eleer the\ 
t.lloee .. -.J• t • et ........ en -' able to pllf'o 'DIU 
- et adde4 no m· ••'d • h Pi be aql.eoW. 

In • ~- 70V a u1d•• U..• 1beno~ON, the\ Ute ra~ 
aDil -...~ ot 111111' 1ad1'ridael '=;;eo \ell be eo ~..W u ton­
- • '•c-.tem1.ac c!1Mr1a1Mtion 1n hYor at 'CQt ,., : •• liT 
~ tale pr1 no1 plc ot irada&tiioll propueiwq to an._t ine)O!Ma 
... ·tfnc aal e I J't"' C1D111 eJlltoa Aoll .. 

m 

fte o~cot ot • tiro\ ta propoecle 1e boUt to iDa'eacc Ute 
.rcdenln• ••• 11114 to .n..d tile griD~ ot \ueU.. 111 80CJOrd.. 
-aUt abUiv to~· 1:r Ul1r4 propoea11a 1dcet1w111 aiao 
1111\ 1\ nla\ee to tile \clra\i.oll of OOl"pln'&t.iGD8o 

boerpo"te4 baartreccc•, l1Jic J.Jidi:ridual.e, fhcolld t.e ta.a 
._:rdia& to abUi\7 to pq. • bA'f'e aU been . ...... of tbe sro'll1lll 
.... jMUool of Ollr 011 Dllio ~. lJiv 8 nla\l'NJ,y ..U ..tier 0~ !l!lp 
-.,ora\: an\crprleea, CS.eb otten aarc1ee \be pown or -poq. 
'beee cia\....,,, r= orpri•~ en- •b3ae\ oaq to tile­
flat. oorporau- in- \ell rate a• that p&1d 0:1 their -uer-. 
peU\IWe. In eddiUon, tbe dirt~ that tbq nccc~. .... ball .. ,., ... 
1817 11114 at't111eW corporat.i.onll are e21111pt boa all J'ederel t.uau.-. 
'!ll1a aeept1.oll 11M~ tile c:re.U. ot t'utut.io inter c02'pora~ 
rala\imebipa, Ute reeul.te or llldab ha'f'e liMn 110e\ I •1- 1n IIUIJ' -

a. a• et - et u... 1111p ._hue aqrepUOIIf s.. tw 
cna• \ball that. -NIIlT ror t• • '•1 ~idiiiiQTJ and t.11e 1101a 
_..,..._ o~ ...., ~ a.. ~~u en. belli to ao~~~UYe s-:q -v.t 
aiiL ~ lliald lu'p lla)UD\f o~ ~ i e ~· ~. there ~ ..._ 
.._ iMt.eue• o~ ~ -tftl ........ a r .. 1ad1Y'd11ele wUia a 
reiitlwJ, -u ~'-' lwYe --- ebla to OOIItN1. the .. n. .... ot 
....,. '%» I'NIIl\ ot \Jiif ~~t bu ..._ to diYONe -\nl ,_ 
Ute rJ.Jb aDil ree~IIUJ.U.. ot I t p. 

ov •o 'o etelllliv 1e ~ 1t' •c:b -~ ba&Ueu .• ,..u-, •tiler opua\ed .. ·a •iacle IICII'pOJ'Il\1.oll or poup ot 
mrpu~a\l- o.rt.e1a J'iCidiU.. 1a aar e •c ~ willa b&w 
n\Uded rea uaq an tzoeoe•ble to tbe1r ui•YDoe. h'' 1 • """• 

1111\:rprl..., ~• -.. al""'iY• pl.,..s a 't'S.\:1 per\ 111 JMr1- • 'e 
Utet .bMie ... pheet at a P'O'dllc ~tqa • • ICOJ'e end - et -
•ttoml -.lth ¥e pe_, 1ato Ute -trol et a r .. cnat ..S.ta. 'llbl* 
llew .,\ -...r.. ilaeiz a.. 8bere of tbe t.ns.a of J'ederll.l tuc~ 
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llmt 18th 

Attacbecl buewitb are the follcnring data 1n rqvd 
to the bill before the Jud1C1U'7 Co.d ttee and Federal Alcohol 
Control Billa 

1. llellorandwa t1'0II Jlr. Ollphant datecl .. ,. 29th concerDina 
-•tlng with Greenbaua, Gaston, GraTea, Opper, Berlt8blre, 
Frank, naua and Harlan. 

2. ConTersatlons with Choate. 

3. Extracts froa H.M.Jrts Press Conterencea. 

4. Report prepared by Hester outl1n1ng hla teat111Dn)" 
on the hill. 

5. Uphaa' s Report relatln to -•till& before Wa,.a and 
Ileana Co.dttee. 

6. 

7. 

e. 

StateM!lt prepared by Grues on bulk aales of llquor. 

8tateii8Jlt prepared b)" Ollphant as to wb7 FACA should 
not be 1n the Treasury. 

Cont1dent1al report prepared b)" U~r dated June 21st, 
attar apendlng about 7 hours on the hl.ll. This report 
tills 1n the story form fa1r1T well. 
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01 

01 
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01 

Oa 

B.II • .Trs 

Oa 

H ... ha 

H~o. 

.nme 18, leal. 

~·da7· 

llel.lo1 Jlr. ~te. I tl'1e4 to oall JOU 7••tezoda7 and t-
4&7J 1 Juet want to let JOU blow and I'• euzoe JOU han 
"4117 rMaOD to beline - that what tb.,.'r• 4o1q OD the 
till 1n regud to Pocferal .Uoobol Oontl"Ol 1a etlrely ntb· 
out rq lalow'lqe or apprnal. 

I - I 4oD' t blow what tb.,.' re do,.. • 
Well, all • I'To heal'd 1t tbJ:oouih aubtorraDMD p&tbe of 
•"'"mela that tb.,.'re dJ'&ttlJIC tbetr oe bill aDd tbe,.'re 
pllttlJIC that - tbe autbol'1sat10D of the !'re&&UJ7• 

Well, I Juat bM.rd tb1a 110l'D1~ that tbe -

Pa1'4on *' 
I Juet b eal'd tbie aol'D1JIC that that 11 no loDS•r aoJ that 
the,. ban f1Dall7 deolded to put 1D a nn b111 -

Yee, air. 

- aettilla 'lip an indopendet o~ .. 1on and fenerall.7 .t'ollOir-
1118 our 11noa - bow oloael7 f ollowing our 1 nea, I don't 
blow. 

Well, I juet wanted - again rea .. ert that llr. Weat baa told 
ue notb1Jict but· I under - I waa told that tb.,. baTe a b1ll -
and I - I aon't want 1t 1n the !reaaurJ, that'• the 10118 and 
the ahort of 1t. 

I •-c 1t seta 1D the aoolal aapeotaJ we're not lntereated, 
we dOD t - that len't iltlat I Man, I - I ..an, that tatt 
the word - ... don't th1nk -

'ftla t' 1 the word •• haTe to ,, .. J •• oan' t tb1Dk o.r &DYtllili6 
•1••· 
Well, I Man, not 1ntereate4 troa an adll1n1atrat1Te at&Dd­
po11l•. 

iiiOODdat-ha there JOU oush1: not to 'be bothered nth 

1fell., ... •re reapcmaible tor aolleetlDC the tuea, &114 that'• 
couch• 
1l'JI4.- &IQ' olre._.tu~e••· 

All 1'18ht. Well, I juat wanted to let JOU - qaln l"M .. ert 
rq poai t101le . 

!'Milk '" ._, _..._. 

Cloo&J•• 
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'1'RE.lS URr IlBP ARfiiBWf 

Inter Otrloe Connunt oatlon 

Date I 

To 8eorota17 Kol'lentbau 

Froa Her.u1 Oliphant 

36 

Jfa.7 89, 19S6. 

PIU'auant to the requeat ,.ou -de or ae 7•atel"da7, I ban 
dlaouaaed the altuatlon atfeotllls PAOA •• created 'b7 the 4eolalon 
in the 8obeohter oaae 1n a oODteraDoe with Greenbaua, Gaaton, 
Gra•ea1 Opper Ber~e Prtmk, JCU.ua and Harlan. Grein'ba­
and I uter dlaouaaed tb!a -tter nth KoR.,.nolda, and later 
atll l with Fred Lee, atter an extended telephone oonveraatlon 
whioh GreenbaUJil had nth Mr. Choate wherein Mr. Cboah ·~·u•d 
hla general ldeaa and referred ua to Fred Lee f or t'Qrther partl­
oulara. 

After re•lewlng theae dlaauaalona, Gree~~baua and I haYe 
deolded to r or.nlate the folloWills tentatlYe auggeatlona tO 
aerYe aa a baala of dlaouaalon with the Prealdent. 1lhen t h e 
baalo quea t lODa Of poll 07 tbrown up bJ' t hese tentatl'\'e auggea­
tlooa baye been aettled one W&J' or the other, the neoe .. a17 
leclalatlon oan b e whipped into ahape b7 the legal at~a of the 
'l'reawrJ' and of PAOA within a fn da711 

(1) That ~.f!fanlaatlon auoh •• the PACA be retained, 
headed b7 an a atrator nth a deput7 and a amoral oounael 
ln lieu of the preaent board. 

(8) !!'hat the adldnlatrator be dYan pOtrer to llomae 
fil'lla 1.n the Yarloua branohea or liquor indluiti'J', the poantills 
and t he oontlnuanoe of theae l loenaea bellls -de oondltlonal 
upon adheranoe to all t h e dealrable atatutOI'J' requlr-te 
wbloh _,. be oonatltutlonall7 eaaoted under tho o-aro• 
olaue, poatal and liquor hx'"6 pOtrer , and the Twent7-flrab 
Aaandaent. There le aaple oonat1tut1onal baala for adequate 
oontrol requlr-ta. 

(3) That effeotlve entoro•ant be aaaured b7 &lrt, the 
adldnletrator power to retuae and to r eYOke llom .. a, hla 
pOtrer being aat~ bJ' appro.PI'late adldnlatratl'\'e aate­
parda .......Ued in .U propoaed lecialatlon. USlOD retual 
or l'ft'OO&tlOD or lloenae, the applloant or llo ... ee aboald 
be st•• the 1'1Cbt to e,ppMl to the Pederal ~ C~eelon. 
!'he C~aelon WOQld p&aa aerel7 upon ttw adaquae7 of the 
reocrrcl on the law UMl the faota, to aupport tba retual 01' 
rnooatlon in queatlon. .ldeqaate prortalon Wftl4 be aade 1n 
the propoaed etatute to parant .. asatnet uq undl&e delq 1n 
thle rertn bJ' the Pederal 'rra4e O~aelon. 

(') !'hoee IJII'OYialona d1reotl7 atfeotlJII the oolleo111on or 
liquor .tax•• aboul4 be lllllo41ed &leo 1n a -cllllllt to the 
RnaDUI Ut, tlma Yeetin8 OOD6111',_t poni1' U to t~ 1a taa. 
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'l'rM8111'J' aD4 J'eda'al .Uoohol CoDt!'Ol '"""nhtrat1•• 
3? 

(I) 'fb1o PI'O&NJI will aoocl to bo oMII'd1D&tocl w1'll \be 
proda10111 1ll tho hft J'eocl IID4 Jlruc 8111 llOW befCIIN OOD­
IP'IIIo 

BRBD• OLIPJilft. 

' 

Regraded Unclassified 



Cho&tol Bello. 

.raao 18, lga& • .,. ..•. 
38 

B.ll.ll'l Bello, .... Cboah. I b1.o4 \o oa.ll JOil )'Oetorda7 Ul4 to­
da7J I jut waat to lot JOil bow u4 I'• 8111"0 JOil han 
"V7 roaeOD to bol1no .. that What they're 4o1J11 OlD tlw 
B111 111 regard to Po4oral Aloohol 0011ltro1 1e oot1rol7 with­
out a7 kllowledge or apprcnoal. 

0: I - I dOD' t mow what tbq' re 4ol.JII. 

B. M.,.r: Well, all - I •·n hoard 1t throu&h nbtei'I'CMD p&tha t4 
el!e1!!!el• that tlw7'r• drat't!.Da thalr OWD b1ll aDd tbq'r• 

- putt1Ds that - tha author1aatl011 o~ tha ~8111"7• 

01 Well, I juat heard th1e aoi'I11.JI6 that the -

B.K. Jr 1 Pardon ••' 

01 I jut lward th1e aoi'II.1.D6 that that 1e no lcmsor eoJ that 
thq han f1nall7 deo1ded t o put 111 a new b1ll -

B.K • .Jlo: Tee, air. 

01 - eettl.JII v;p u 111depOD40Dt o-s.ee1on Ul4 s•oral17 follow­
l.JII our 11n•• - how oloeel7 following our 1111••• I 4011l't mow. 

B.W.ll'l Well, I juet wanted - again reaeeert that .... Weet hae told 
U noth1ng, but I 111l401' • I ftl told that they baYO a b111 -
and I - I dOD' t want 1 t 1n the 'l'r•••UI'1, that l • tho 10111 Uld 
the 8hort o~ 1t. 

01 Good. 

B.W.J'rl I ~f 1t soil• 111 the eoo1al aepooteJ -•ro not 111toroeted, 
we dOll t - that 1m't what I ..an, I - I aou, that 1a't 
tho word - we dOD t t th1Dk -

01 '!hat'• tho word wo haTe to UOJ wo oan•t th1Dk t4 ~ 
ole e. 

B.W.Jrl Well, I .. an, not 1ntoreetod troa an adw1n1etrat1Te etand­
po1Dt. 

01 1Doone1ehDo1oe thoro JOU OQ8ht not \o bo bo~ 

B. W.ll'l 

01 

01 

w111!l 

Well, -•ro roe~1blo for oolleotlDI tha ~ •• Ul4 that'• 
•OIIIhe 
1Jaulco &D7 o11'e11aetaneo .. 

All 1'18ht• Well, I jut 11Ultod to lot JOU - again ~•••rt 
1111J poo1t1011le 

......... ,.. 'IW7 =-)1. 
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ll.M • .Trt 

C: 

.JUDe 10, 19a6. 
ftmredaJ'o 

It' • D1oe t o heuo JOur Yoloe, beoaue I a topped at the 
11h1te Boue aa4 th.,. \old- JOU wve bu-e aa4 wvul4-
I -• to ~ t hft'e, ... Whether JOU wute4 to aM -
OZ' DOto 

•o, no, I 40D1 t know how they got - I called JOUl' ott'loe; 
I jut wute4 -

Yea, JOU 414 and the7 oal.le4 •• aD4 I 1-41atel7 called 
JOU baok t'roa here, the White Jloaae. 

Oh. Ill'. Choate, I jut wute4 to know whethft' JOU wft'e 
aat1et'1e4 the -7 the heuoing ftllt lut lllght. 

Well~ I -• abaoluteli aat1at'1e4 with the attitude that 
Ill'. uraTea and Ill'. Me lott aD4 Ill'. lieatft' took but aa 
tar ae the bulk prortalODa so, I -• UJ'th1JI8 ~ut eath­
thd. I th1Dlc their • I th1Dk that the - that dtuatlOD 
1• aa dangeroua aa oould poeelbl7 be. 

But, I -.n, aa tar •• the !'rM•'IDT pr••-~ing 1t! 

C: Yea, but I .at e&J' that I 41dD't th1nk that the • I 
41dD't think the C-'-tt" -•· ~· C-'-""-. 1n the 
-•t exb&Cil'd1Da.l7 atate ot aind I haTe nft' •e•• 

B.M.Jra But, how -• our bOJ'B 011 1tf 

c: I think they were tine. 

a.x • .rr: Y••, and thq were all right on thle bualne .. u to n.re 
Pe4eral llcobol CODtrol -• to be looate4f 

C: Certainly. ~ ••r• a• tl&t-toote4 u ~0:27 eould be, 
but thq-

c: 

B.X.Jr: 

C: 

c: 

C: 

I hHrd that llro -the~ fiatl7 OODtra41ote4 lll'e 
Beater. 

Y .. , thq Jut 41dD't - the7 41dD1 t ••- to bel1ne 1t. 

But, Jleatft' atood b7 hla guna. 

Perteotl'Jo 

11batf 

Perteotl'J. 

It-- a-t -.ual dtuatlon. 

It_. a -•t utraordlDU'J' dtariotlGD I H811' -· ~ • 
JOU m-, :r:--~ atat--t Qat oo the- th.,- M4 
1t • the at poaalble athar1'7 upnaae4 ~-lid 
tM PHal.t.l a4 DOt ~ 'JR - \hat the !'reU1II7 _._. 
tM 'h' ... 
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01 

B.L.Tr: 

01 

- a -
Yeo. 

40 

Aa4 tlb~ adlll tted that that would ahape tbeiP 
and that th~ wore - theiP qaeatloea .._. 

hoqaet17 p1oked al011g the liDo of 11he had the 1'1-ea•Ul'J' 
obaaged 1ta .tDd. 

Well, 1a't 1t a faot that t~'re 1D a hole and are tJT-
1Ds 100 haag 1t on •-boc!7' 
I aappoeo that'• 1t. 

1Jbatt 

B.Jf • .Tr: I bow th07 eald that. Jlow, I don't bow what he aMDt. 

01 I don't know -

B.ll • .Trs llo baa been oerta1nl7 - he atated OU1' podt1on, didn't be -

01 Yea. 

B.Jf • .T:M - aa atra1Pttol'W&l'd aa an}b~ -

Cl 

Cl 

B.Jf • .Tr: 

0: 

01 

.Ul three of th- d1d. 

Toe. But, on the blllk ealee thiDa, that loolra bad. 

Toe, -11, I'll toll 'fOU 11hat I th1llll: 1e needed. '!.'hero are 
two tblDa• that are needed badl7. In tho tiret plaoo, the 
abeenoo of the -nn~ ot law tor the - tor the 1'1-M81D"J 
- 1Ja support ot the ~ recu1at1ona waa ,._.,. lmtor­
taDate. !'hat baa got to be tvnlabed aDd baoke4 1q) 1t ?OU're 

fo1Ds to aucooed.. 'l.'htrn, tho other th1Da that waa QD.f01'1nmato 
• that nobo4)' there u.oept - aDd haw ner aado tlw 

ars-nt that Cook•'• bop dOG't lo•• ~~~~ b7 thh aot 
ot recalatlona. 'l.'ho t1giU'ea 011 that oan be -a ,._.,. 1a­
proaw1•• booauao ~ real,!{. eoll jut ae aeJQ' b&l'l'ola now 
a• til~ nor woald. '1'Jw CIIU7 b&l'l'ola t~ dOll' t aoll are 
the l1 ttlo b&l'l'ola wh1oh wouldn' t -t to an;rth1.lls aDJbow 
1a the los1t~te 1ndnlltl'7, but uaod to ..oant to a lot 
clar1D8 bootlos da78· 

Yea. ~-' I'a eoo1Ds Jl&l'old Gr&Yoa at D- 8114 I'll Jlan 
.. talk w1Ul b1a. 

Yea. 

lll. l"lcbt. 

•ow tbm J'CN - do '1011 want to talk to - poraonall7 or 
110tf I don't bolr illlat 1t1a at all llOO"W&l'J'• 

Bello. 
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( os 

Jl.ll. h-1 

Os 

11.11.hl 

01 

H. II. Jrl 

01 

H.II.Jrs 

Os 

( Jl.ll. hl 

Os 

H.ll. Jrs 

0& 

JI.X.Jra 

Os 

B. II.Jr: 

Os 

11. 11. Jr1 

01 

r 

- s -
41. 

I 41dD't qa1to sot that. 

I Mid, )'OU dao't nnt • to •- OYer that 

1Joll, I - )'OU got the •••-a•J I 41dn't l .. vo aJ17 .uoh 
•••-a•, but I'• al.ft)"a dellshted to ••• J'VIl• 

Io, I don't think it'• neooa•arr at all. 

I - I didn ' t leave an7 au.oh •••-a•, llr. Choate I 'uat 
eal.led )'OUr otfioe and aald that when 7011 got then, I~d 
Ulte t o talk to )'OU and that • a all. 

It'• 3uat •- to rq att entlOD that llr. Douahton hla .. lt 
&aid 8'11pbatleal.l7 ~t he wu \brOQSh with lMviJII - with 
Mu-1J18 &DJbod7 tra. tho 'l'rea&'IU'J' except tho 5eorotarr. 
!hat wu oertainl7 the a ttl n.s. ot Vinaan and two or \liNe 
ot tho otbera. 

1Joll -

You are -

I'• going to leave at tour o'olook to go ha.e and I ' ve had 
no ••a-a• troa llr. DoughtOD to date -

ADd tho '.l'rO&W1'7 people who are there atrongl,- adviaed • 
-aainat lOlli& up. 

I •••• 

'l'!wJ &&7 it' a .au.oh - it' a sotten to be auoh a tipt. I 
..an, aa t o who • .,.. wbat. 

Yea. 

'fhe7 th1nk I 'd better keep out ot it, but it Ill'. DINchtca 
eal.la • and I oan 10 at tbe tiM I'• bero,, I'll so. 

Yea, al.l risht• 

low it tbero • a an7th1111 up rro. now until tour o • oloell: 
tha{ I oan help on, ploaao oall •• 

All. risht• !'baDk )'OU VarJ -he 
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( lrtr&c1jl trow B. I . .Jrt a. Preas Can(trep.eta 

Jupe 14 Cgpfereno• 

Q: KaYe you cot au:rtb.iJI& else here that's affecte4 bT tlle 
decision? 

A. All. I knoW of 1s the P'ederal .llcobol Control. 

Q. J.zrr chance of the Treasury taking ewer that? 

A. They're also worldng on that nOWJ off the record, I think 
lfr. Choate is 1n Ill'. Oliphant' a rooa right now. I th1nlt 
arrr publicity on that should co.. troa hill, but the boys 
are worldng on it hard and hne worked thr<Nih Baturda.y 
aDd Sunday. 

Q. You are alrendy superYillinc that outfit? 

A. •o, no-I'• talk1nc ott the recordJ we think that gets 
into the social aide, and I don't want to get an:rthinc 
into tbe Treasury tbat does not hne to do w1 th fiaoal 
tb!nca. We want to collect the tax .. and protect the 
taxes and raise the 110n417 and we're not anxious to &et 
1n anything now. It we could aoae day, I'd like for the 
Treasury to be purely a fiscal Ol'JaniZati on, but this 
gets into the social side of liquor and Choate has done 
a swell ;lob and it he wants to continue, I hope he will. 

Q. 

A. 

There isn't 8DT reaaon that you shouldn't say that there's 
some plan beinc worked on f or F.t.CJ.'l 

I'd rather baYe you put itt it you wish, that the Treasury 
is cooperatinc rlth the P.t.c.t.. 

It 1111gbt S.nYolYe some legislation, wouldn't it lfr. St~c­
retary? 

A. You can draw that coocluaion yourself, it you want to. 
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lzk"" trM B.I.Jrt 1 Prttl C=tggee of Jmae 1nh 

Q. Jlr. Secret&l'f, can JOU tell us aDJthlng about the 

lecislation Which will tau the place ot the FAC.lt 

A. Onl.)-, I'd be glad to be quoted on this-that I aa 

T81'7 anxlou. to see llr. Choat•'• organization con­

tinue; he haa done a grand job and I hope Congress 

will ••• fit to continue it. 

Q. 1fil.l 7011 take hia adYice about tueat 

A. llot taxes; I'll take his adTice on liquor regulatlona, 

1t he will lene the taxes to ... 
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fOR ll!L!A.SB ll:liliiJIO PAPERS • • JIDndll;r, Juno 24, 19351 

Proaa SorYico 
Bo.~20 

SocrotD.ry of the Trco.sury llorconthtl.u 1a todn;r onoring to tho pooplo of thtl. 

United StD.toa an additional issue of 3 porcont Tronaury Bonds of 19t6-48, in tho 

amount ot $1oo;ooo;ooo, or thereabouts , ond ia inviting tondore therefor n t not 

leea thc>n par ond oceruod intoroat. Tho bonda 11111 be sold to tho highoat biddorao 

Tondora will bo received ot tho ledarol Roaorvo bnnka and bronehca ~horoo! up to 

l2 o ' clock noon, :&natorn standord ti.mo, on 'fodnoadn;r , June 26, 19315. Tondora will 

not bo rocoivod ot tho Trooaury Dopnrtmont, 'foahington. 

'l'ho bonda tor "hich tendon nre n"" inYi ted will be an nddition to nnd will 

tom n part of tho series ot 3 percent Troc.eur;r bonds of 194€ 48 , isauod purauant 

to Dopo.rtmont Circulars No. 512, dotod June 4 , l934;o.nd Bo. 54l , dotod lb¥ 27, 19315; 

tho,y will cnrr,y tho 8lllllC tD.x oxomptiona , oztd othomoo •fill be identieol in oll 

rospecta thoron1th oxeopt thtl.t interest on tho additionnl bonds 1asuod will accrue 

only from Juno 15, 1935. Tho bonde will mturo Juno 151 19481 but m,;y bo rodoomod 

nt the option of tho United Statoe on nnd nttor .Juno 15, 1946. Intoroat will bo 

pnynblo acmiruUlunll;r on Juno 15 and Docambor 15, 

:&nch tondor IIIWit stnte tho tnce Ol!IOIII\t of bonds bid for , -.bich IIIWit bo $1;000 

or~ oYOn multiple thereof, nnd the price ot!orod, which must be etD.tod oxcluain 

of nccruod intoroat and muat bo oxprouod on the bnaia of 100, with !rnctione OX>­

prosaod oa 32da of 1 percent 1n nccordnnco with tho usual prnctico - tor oxamplo, 

l o:r.-16/32. Tondora nt loaa tbo.n pa.r nUl not bo eonaidorod, ond tend.era not 

roeo1Tod nt n lodorol Roeorro bnnk or bronch bo!oro 12 o ' clock noon , lloatom 

ato.ncl.t\rd time, 1foduesdny1 June 26, 193e1 will bo diarogardod. !ondore "ill bo 

neeoptod "ithetut deposit fr011 incorporntod bMial llDII. tru4t c<nponioa nnd trOD 

rcaponaiblo ond rococnbod dealora in inYoat.nt aocuritlca, !andora !rOD othcra 
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JDUat bo occrAllp6!lied in ovory ~oo b;y a dopoait of !! poreont of tho o.mount r1f 

bonds bid for, o;;oopt llhoro tho tonclcr 1a accompo.niod b7 M oxproeo gunmnt7 

ot pa;vcont b;y o.n incorpomtod 'brullc or t~t c~. If t ho tondor 18 occoptod, 

ill vholc or i n po.rt , tho dopodt Ifill be applied t oao.rd poy1:10nt for tho 'bonds, 

nnd if tho t ender 1o rejected tho deposit rlll bo r eturned to tbo biddor. 

Tondora ahvuld bo nndo on tho printod forma o.nd for~mrdod i n opocial 

onvolopoa , llhich 'llill bo supplied b;y tho Fodora l Rcaorvo OO.'lka . Incorporotod 

bo.nlc~: and tZ'Ullt cODpe.nios not loc:.tcd in a cit;y 17horo n ledoml RcaorvQ bonk or 

bro.nch h located, t~D¥, 1ll thoir dinoroti·.m, submit tondors b7 tologrtDo 

Immodintoly after tho clooing hour for tho rocoipt of tondora on Wodncsdn7 0 

Juno 26, 19350 all tondors rocoivod o.t tho Joderol Reoorvo 'brullca o.nd bronchoa 

up to tho cloai04 hnur rlll bo oponod, and J'llblic onnouncomcnt of t ho accopto.blo 

prices lrl.ll follow o.a ao<m nu po .. iblo thoronf'tor. I n c<ms1dcring tho accopt­

anco of tondora , tho highoat pricoa offered ~Till be nccopt od i n fUll d017D to 

tho nmount roquirod , O.l'ld if tho aomo price nppoo.rs 1n tl7o nr moro tenders , 

ond it ia nocoaao.ry to o.ccopt onl7 n part of tho o.mount offered nt IUch prico1 

tondero for 8111allor OJl!Oimta ltLl;l bo o.ccorded proforonce and tondora for lnrger 

amounts prorate~ to tho extent nocoasn.~ in accordo.nco nith tho roapoctivo 

amounts bid for, Tho Socrotnry of tho Troo.sur;y o~roaaly reserves tho right; 

hcnovor , to reject any or all tondora or parte r1f tondora and to n\'llll'd loss 

than tLe cmount bid for, and nny action ho 1:10¥ tnko in nny such roapoct or 

roapocta abQll bo finnlo 

~nt for nny bnnda o.llottod on o.ccoptod tondors muat~o mndo or complotod 

in cash or other 11Dodilltcl7 avnilnblo flmdJJ on or boforo July 1 , 19350 O..'ld IIWit 

include tho fo.co omount , and tho prOIIIium uhich tho bidder boa ncrood to JlOT; . to­

cothor llith accrued intoroot on tho fo.ce amcr.mt free Juno 15 to July 1 , 1935, 

Tho to;;t of tho official circular fnl1ona& 
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Jlnted Juno 15, 1934, mth intoroat frOI:l June 15, 1935 Inc Juno 15, 1948 

m:Jll!!EI'Al\LE AT THE Cl"l'I OI! or 'l'D UlriTEll S'l'ATJ:S .~ PA!l ,\l:D .'.()CRUD IIITEREST 
ou /ll!l) .ll'l'ER J'tlliB 15, 1946 

I nt oroat ~blo Juno 15 and Doc~or 15 

1935 
Dope.rt<tcnt Circulnr Uo. 544 

Public Debt Service 

JJlDITIOIL\L ISSUI 

TREASURY llEP ABTI'.l:IIT, 
Office of tho Soorotnr.y, 
'fnahington , Juno 24, 1935. 

Tho Socrotar.y of tho Troneury, pursuo.nt t o tho cuthorit;r of tho Second 
Liberty Bond Jet , &J)!>rovod So!)to~obor 24, 1917 , o.a occndcd, off ora t o t.~ !)Ooplo of 
tho United Sto.tcs $100, 000,000, or tiloroa))wta , 3 percent TrollS'.u")' :SonCa of 1946-48, 
and invito a to:1dore therefor nt not loBS than pc.r o.nt. o.ccrw>d intoroat fret: JU."'O 15, 
1935, t o July 1 , 1935. 

Doacription of Bonds 

Tho bonds now of fered will bo an ~tion t o one will fo~ ll pert of t.~ aorioa 
of 3 porcont 'l'reo.sur~ Bonde of 1946-48 issuod purauo.nt to D<ryc.rtr.JOnt Oirculnra Uc. 
5l2, <lAtod Juno 4, 1934, nnd llo. 541, dntod Nay 27, 1935; will oo frooly intor­
oho.naoab1o thorO'!I'ith; nnd (lrtth tho oxcoption that intoroat on tho bonds iaauo:l. 
under thia circular will o.ccru.o froo J uno 15, 1935) arc idontictll in all roapocta 
tberovith e.nd aro doooribod i n the f ollowing quotation frcr. Dopa.rtc:ont Circular 
l1o. 512: 

1 Tho honda vill he do.tod June 15, 1934, end mll boor int oroat frca 
thllt date at the rate of throe percent por annUl:, p!l¥nblo smtle.nnw1lly, 
on Dccocbor 15, 1934, one thoroc.fter on Juno 15 and Doco..~or ),5 in oo.ch 
year until tho prinoi pnl coount booccoa peyo.l11o. '!!hoy mll =turo Juno 
15, 1948, but ~ bo rodoov~e at tho option of tho Unit ed Sto.toa on ond 
attor Juno 15, 1945, in uhol o or in part , at pnr and eccruod intoroat, on 
any i ntoroat ~ or ~·· on 4 conthe ' notice ot ro:l.ocption given in .uch 
canner c.a the Secretary of the Treasury aboll proacribc. In cc.eo of 
partinl ro~tion tho bonds t o be roe.eot.Od 'lrl.ll bo dot on::incd by w.oh 
cethod c.a oq oo proaoribod by tho Secretary of t!lc Treasury, :rra:: tho 
<'.ate of rodoqltion dol1cnatod in tiDY w.ch notice, int eroat on tho bon6.8 
coll od for r odecption ahllll coaao. 

1 Tho bonds ehall bo oxoc.pt , both oa t o prinoiJOl nnd intoroat , froa 
nll taxation now or horooftor iupoeod by tho Unite d Stntoe, any Sto.to, or 
Mlf of tho P'>U!J&Iione of tho United Sto.toa, or by 0ey locnl tnxing 
Dllthority, except (a) oetato or i!Uoritonco tc.xoe,l ontt (b) groduntod 

l 81t:1lar lJ', the O:JtO::\'tiOil dooe not opply to tho Sift tax, 000 'l'rOilWJ')' 
Docilion 4550. 
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ndditionc.l ir.c= taxoa , o~·.on1y knmm na ourtC>Jtoa, c.nt oxcosa- profita 

o.nd vor--pr ofi ta to.xoa , n0<1 or horoa.!tor icpoaod b;{ t ho Unitod Stntoa, 
q,on tho inc(LO or prof1ta of individuals, pnrtnorahipa, nuocintlona, 

or corporc.tions , 1'ho intcroat an nn oc.ount of ~onta nut~~rtao~ b7 
tho Soconi L!bort7 Bont Act , ntnrovo~ SoptcrJbor 24, 1917, na OUlnted, 

t ho principal of v~ich docs not oxocod $5, 000, ovnod b:t nny indivi~ , 

partnorohip, naaocio.tion , or corporation , s!u:lll bo eliDI'Jpt trc:c tho 

tnxoa providod for in cl.nwlo (b) n~ovo. 

0 'l'bo banda 11111 be acccptab1o to accuro !'opoaita of pUblic oone7a, 

and 11111 boor tho circul.ntion privilogo or.I¥ to tho oxtent provU.cd in 
tho not approved July 2.2, 1932, na o:::ondod. Thoy 11111 not bo ent1t1oo1 

t o on:t privilege of conversion. 

"Bearer bonds vith intoroat coupons nttnohod, and bon.l.a re&iaterod 

as to t~!pal and intcroat , 11111 be issuod in doncx:dno.tiona of $50, 
$100, , $1,000, $5,000, $10, 000 o.nd $100,000. Provision 11111 bo 
cndc f or tho intorchnngo of bon~a of different dono:::inationa nni of 
coupon nnd regiatorod bonc!a , nnt tor tho trnnafor of regiatoro:l. bonds 
undor rules and ro&ulntions proocribed by tho Secret ary of t ho TroCRUrY• 

•Tho bonds 11111 ~c subject t o the general regulations of the 
'Proneuz-.1 Dopart.cont , nov or horonttor proscribed, governing United 
Stntc a bonds.• 

As intoroet on the 1:londs issued under this circular 11111 MONO froc. Juno 15, 

1935, coupon bonds 11111 bo delivorod horounder 111th coupons Uoa. 1 and 2 , dated 

Doconber 15, 1934, and Juno 15, 1935, roopoctivoly, detached. 

Ton4org and .Allotwnta 

Tondora 11111 bo rouoivod at tho Federal Rosorvo bonks nn:l. branches thoroof up 

t o 12 o 'clock noon, Eastern St andard t1c.o, 'lfocl:noallc¥, June 26, 1935, an~ unlou 

received by thot t i co 11111 bo diaresardod, Tenders 11111 not bo rocoivod at t he 

Trcnsucy Dopnrt=nt , ~hin«ton. Each tender cuat a tnto t!w taco acount of bonda 

bid for, vhich J;U&t bo $1,000 or 0D7 oven cultiple thoroof, lllld tho price otforod. 

'1'ho price ottorcd c 1at be atntc:l. oxcluaivo of accrued intoroat f rrA. June 15, 1935, 

t o Ju1y 1 , 1935; tl:ld au.at bo oxproaacd on tlle bnaie of 100, with tractions ex­

pressed oa 32da of 1 porcont , in nccordoncc vith usual practice, e. g,, 103-16/32. 

Tendore ot loaa than par will not ~c c onaidcrod, 

Tondore will bo received vithout dopoai t f r or: i nccrpcr nt od bo.nk1 nnd trust 

cacp4nios and tr~ re~onaiblc and recosnisod d&Olor a 1n invoatcont aocuritioa. 

t ondora fro::. othcra t:Wit bo accoq>OD!od in avery caao by a dopolit of 5 peroont 

of the t nco oz::ount of bonds bi~ for, oxcopt llhoro tho tender 1a accocpAnied b:t 
an expreaa gQAro.nt7 of pQ¥OOnt by on incorporatod bo.nlc or t rust oo~OJ11· If the 

tonder 1a accept ed, in " bolo or in pc.rt , tho dopOiit 11111 be npplied t oward plll­

cont for the bends, t he balonco t o be pnid aa hcroi nnttor pr ovided. I f tho 
tender ia rojoct od. tho 1opolit rill bo roturncd t o t ho bidder, 

'lendora aJ.at bo encloa~ in onvelopea, accurol7 aonloi, Bl'..druaed t o the 

J'odoral lloaorvo bank, or branch, of t '!lo :'J.atrict, ani plainly ca.rkod 1 '1'ondor for 3 

pGroGnt 'lroaaucy Benda of 1946-48", Tho J'odcral Roaervc boDice will aappl7 print ed 

f or.lll and apocW onvelopoa f or anbr.ittinc tcn~ora, I ncorporot cd bonita and t rust 
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cOCJ)lUUoa not loco.to~ 1n a city vhoro a Pojj)roJ. lklaorwo bo.nlt or bro.nc~ h lonatod 
r:IJ!f , in their ".1sorot1on, 811bl:.it ton.~ra b)< tolegr~C. but Reb tologro.....a ::uat bo 
rocoivod r t tho J'o:1orel Boaorwo bellk or 'Dr~h boforo tho U ::.o fixe~ for c1oa1ng. 

lc:Jo:Uatol}' ll!tor the c1o•ln& hour f or tho roOOiJ?t of t.:l~r• on Juno 26, 
1935, all t ondors rocoivod in writins or b7 te1ocroph at the :rederal lloaorwe bl'.nlca 
or brnnc!loa tboroo:f ~ t o the cloains hour (12 o ' clock noon, !:aatorn Sto.n~~ ti:::o) 
11111 bo oponod, 'l'bo Secretcry of tho 'l'roaiUJ')' vill dotor:::ine tho aocoptablo price• 
offorud o.nd will ~o public nnnouncooent thoroof o.a soon as posaible aftor tho 
oponiliG of t ondora. T;loao IN.bt:ittinc tondora will bo ~hod by tho :rodornl Boaorwo 
btll'llca of tho o.ccopto.noo or roJeot1on thoro of , o.nt'.. ~ont on o.ccoptod ton:1ora cuat 
bo r:.o.do o.a horoino.ftor provi cl.od. I n conaidoriJlll tho o.ccoptanco of tont'.ora , tho 
b1l;hoot pricoa offered ':'Till bo c.ocopto•. in full ~o\"111 to the er.ount roquiro1; o.n~ if 
tho saoo prico appOill'B in tno or t~oro tCII!ora o.nd it 1a nocoaanr;y to acoopt only a 
part of tho or:.ount offorod et suc."' !?rico , t oM.ora f or BDilllor 01::ounte ::JX:! bo 
accor~d proforonco ~ to.mcra f or lllrgor 01::ounte prorated to the extent nooouar7 
in accor4o.nco vi~h tho rcspoctivo ocounta bid f or . Tho Socrctnr7 of tho 'l'rOOIUJ')' 
expro .. l}' rcaorweo the riGht , hovovor, to roJoct tUJ1 or all tontl.ora or parta of 
to~ora , and t o awnri losa tbo.n tho eclunt bid f or , and tUJ1 action ho ~ toke in 
~ su.c!l rospoot or roapocts abo.l1 bo final . 

Pp.yr..opt 

Po,r.:ont for tUJ1 bon~s llllottod on accoptod tondora ::nat be !:Dodo or cqlotod 
on or boforo July 1 , 1935, in cneh or othor it:codintoly avnilo.b1o fundn, o.nd cuat 
inclu:1o tho fo.co acrunt , and tho prooiuc which tho bidder hna ogrood to po.y, 
togcthor l'lith nocruod intoroat on tho taco ooount free June 15, 1935, t o July 1 , 
1935.~ In ovor;y co.ao vhoro ~nt ia not so oocplotod, tho 5 p ercent deposit 
l'lith application shall, upon doolo.rot1on tltldo by tho Secretary of tho Troo.aur;y in 
hia diecrotion, bo forfoitod t o tho United Sto.toa. 

Oonorn1 Proyiaiona 

:rodoral Boeorwo banks, as fiscru ao>nh of the Unitod Stntoa, o.ro c.utborisod 
and roquoatod t o roooivo tenders, t o co.ko o.llotconta ae i~catcd b7 tho S«:rotaey 
of tho 'l'roaeur;y to the i'cdcral Rosorwo banke of tho roapoctive dietrich, to iuuo 
al1otrxmt noticoa, t o rcceivo ~nt for bonda allotted, t o Clko dolivor;y ot bonda 
on ful1..paid allotoonta, and t o parlor= auch othor acta as r::1J3 bo neceu~ to 
carry out tho proviaiona ot this circular, Ponding dolivor,. of tho dofinitivo 
bonda, J'odoral Boaorve banks r:.e::1 iallllo intcrl.!l rocoipta. 

Tho Socrotar;y of the TreniUJ')' t·/1¥ at aey tir.o, or froc: tic o to tico, pro110ribo 
llllpplooonto.l or (II:Ondo.tc;r;y rulos and roculationa GOVOrniliG tho rcooipt of tondcra 
and tho lllllo of bonds un~cr this ciroultU', "hioh will bo ootr.unioatod pror.~ptl}' to 
tho l'odorol Roaorvo banks. 

IIIIIRT ll~, JR., 
Socroto.T7 of eio 'l'roa1U17. 

~ AccNod intoroat free June. 15, 1935, t o JUl.}' 1 , 1935, on $1, 000 taco ll:loaDt 
1a ~.311475. 
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J0R ~lAD RII.'!ASI; . 
fbura~, June 2'7t 1935. 

Washington 

Preaa Service 
llo. 5-22 

Secretary cd the 'J're&au%7 llorgentbau toda.T annOUDced the reaul t cd 

the C'ffering 'b7 the 'l're&au%7 on llondaT cd noo;ooo;ooo; or thereabout.; 

of 3 percent 'J'reasurybondl of 1946 48; tender• for which were recei..t 

at the lederal lleeene banlaJ up to 12 o'clock noon, on Wednea~, June 26. 

Tondera for $461 ,341~000 face amount ot bondl were recei!ed; ot 

which $n2;6s9;ooo was accepted at prices reng1ng fran 1~/32 down to 

l(yJ.-17/32\ and accrued interest from June 15 to J uly 1 , .1935. ~ 

a•ora,;e prico ot the 'bonda to be issued 18 about loo.-18/32, and a total 

promium of $4;005~378.~3 will bo rocoived. Baaod on the avera,;e prico 

at which tho bonds ore to bo issued on July 1 , 1936, the yield ie ~~out 

2. 62 perc3nt to tho carlioat call ~)&to , June 160 1946, and about 2. 67 

porcent to 111Ltur1t7, June 151 1948. 
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'W!!"IIl!!!l lOI TQ S!CMURJ Is W*§ 

Rea Public Baar1Jica on B.R. 8539, 
oraat1Jic the Federal Alcohol 
Ooptrol +Q•in1atrat10Q • 

.lt tbe public bear1Jica bald on t hb bill b7 the Wqa Uld x.an. 
Coaittee on the nenill& ot J'une 191 1935, llr. Grana, llr. llellott, 
and I appeared Uld preacted the Tian ot the ~ Depe.r~t. 
llr. Grana a.drtaed the Ca.ittM that the S.Cretar,- wu &ad al'R,7a M4 
bee in taTOr ot the establbbMDt ot tu Federal Alcohol Control 4d­
ain1strat10G aa an indapeDdct aatabliahaet inltea.d ot •ak1ng i t a 
diTiaion in tbe Trea8ury Depart.nt. Ill'. Grana alao a.ddaed the Coa­
aittM that the !raaaut7 O.pa.rt;Mnt -• TarT ~a~eh oppoNd to the prorl­
aiou ot tbt bill autborsin& the aala ot liqQora in bull:. Ill'. llellott 
Ukawila teatU'ied 011 thia poJ.Dt' 

I wu requeated b¥ Repreuntatin Bill to a.dTba the Ca.ittee 
aa to the preset autbori1;y ot tbe Secratar,- ot the !r8U111'7 to pro­
hibit aalas in bulk. I stated tbat tbe Secratar,- 11 authorised Wider 
B.J' .Rea. 370 apprOTed 1'Wlll 18, 1934, to control and regulate the aala 
ot liquor 1n containers ot .tin gallon• or lenJ and tbat tu !reaaur"T 
Departaent baa construed a nuaber ot aeotiona ot t he !Urriaed Statut•• 
aa autborizinc the Saoretar,- to prohibit the aale ot liquor in contain­
era ot oYer tin gallons. I was requested to furnish the Ca.ittM 
with retarenoaa to these atatutea. Since t~ we baTe prepared, and 
will abort4 IIIJbait to the Co..tttee, tor inoorparation in tu record 
ot the public b.ear1nga, a _,ra.ndua abow1Jic tu autboriv ot the S.Cr.­
tar,- to iallle T. D. 4557 ud T.D. 4558, dated J'- 3, 1935, prohibiting 
tu aale ot ll.quor 1n bullt. 

Dllr1Jic tbe course ot Ill'. Grana' atet-t to tbe Ca.ittee tbat 
tba Secrataey wu &ad al....,a M4 beaD in t&TOr ot the eatablb-.at ot 
the Federal Alcohol C011trol Me1n1atrAt10G u an 1DdapaDdrt aatebliab­
-t 1n the Gonn t inataa.d ot aa a dina1011 1n tbe !reaaur"T Depart­
_t, the Cbairan a:presHd hie nrprhe at tbe a.drtoe t.bat the Seor.­
taey did DOt Rnt t he l'ederal Alcohol C011trol Ads1n1atrat1on pl.aoed 1a 
tu !reaaur"T Depe.rt.Mnt. At tbtt .o_t, Ill'. Ohoete, beaide wboll I wu 
aittine, turned to llr. Lee, h1a General COUAael, and aa1d •I told 7011 eo•. 
Sinoe we M4 bee }Z'&TioualT a.drt•ed t llat llr. Choate bad atatecl. to the 
Preaicl.•t that repreaJIIltatina ot the !rea11Ul'1' Depan.at were adYiabg 
the lqa and Ieana eo.ittM tbat tbe Treaaur7 Depa.r-t.nt aa cl.eairwa 
ot b&Tbg the l'ederal Uoobol Control .Acl.s1.n.1atrat1on pl eaecl. in the rr ... 
ll1ll'1' De~t, I intGTecl. troll Ill'. Cbo&te1a ~to ... Lee ~t 
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tua CJbair.an'e ata~t to llr. CinlTN Md eatbt1ed llr. Choate 
tlat hie etat-at to the President w.e correct. I felt 1t .., dlltT 
to ariea and eat1aty the Co..S.ttee and alta the public record clear 
aa to the attitude of the TraaliVT Dapart.ant 111 the •ttar. Tile~ 
upon I aoclded t o llr. lineon, nth whOII I ba4 prartouel.T dbcullled the 
•ttar, ud he, interriDC froa -., IIOd that I wlahed to AT IOMthiDC 
on the nbject, ubd that I be recopbed. I then adTieed the eo.­
aittee that on the dq the House paaaed the new I.R • .l • .let n M4 

45 

heard a l'Q80r to the ettect that n ba4 been telHng the Co..S.ttee that 
the Tr•liVT Depe.rtMDt anted the Federal .llcohol Control "'•'"' atre­
tion placed 1n the Trea111117 Dapart.Mnt (the IillA •• peeed the dq attar 
llr. Choate'• at&tuct to the PrNidant)J that 1 Hatel)' upon hearinc 
this 1'IUIOr I •• instructed to adTiaa the Co..s.ttH ae to tha attibada 
of the Treasury Department. I endee....ored to gat 111 touch with the Chair­
.an of the eo.ittea, but at the -t he •• 111 charge of a INiioD of 
the co..tttee 111 the .. T• &Dd llea.Ds Ca.ittH rooa 1n the Capitol. I 
then telephoned to the Cha.iran'• udatant, llr. Price, who •• att.msnc 
the co.d.ttee _tine, and asked h1a 1t he would step outside u I wlebed 
to talk to h1a about a 'r&f'T iaportant •ttar. Be ~~et • outside the door 
ud I adTiaed h1a ~ 1n regard to the •ttar, ud asked h1a to adTiee 
the ChairMD. Be said he would. -.anwhlle, llr. Vinson stepped oatlide 
the door and I 411CI&Seed the • t tar ~ with hia. I aaked h1a it &IV" 
rapreaant&tin ot the 'fraa111117 Dapart.Mnt ba4 anr adTieed the Co..S.ttee 
that the 'fr•IIUlT Dapartaent wanted the :r • .A.O • .l. placed 111 the TraalllrT 
Dapartllent. He ee.id aapbati~ •no•, and that he would be very glad 
to - llr. Oliphant or the Secret&r)' per1onall)' and adTiee thea to that 
atfaet. .lttar I lad •d• tbia et&teaent to the Co..S.ttee, llr. Vinlon 
publiel,y contiraed -., lt&'-t ud gan the 'l'ree11Ul7 Dapartaent a clean 
blll ot haal.th 1n the •ttar. 

llr. Dou&htoll i.Dqu1red u to wb;)- I had 110\ coDlNlted hia. I &&&in 
et&ted that I had ende&Tored to aet 1n touch with h1a 1naral U.., &Dd 
not being able to do 10, thoagbt the next beat thing to do we to talk to 
b11 aaaietant, llr. Price and .-bare of the Co.-1ttea, which I did. (One 
of these Mllber1 ne llr. l'Uller, who propoeed the balk ealae pro't'ialoa 
ot the blll) . lenrthelau, llr. DoaghtoD eta t ed "!hera 1e tao doubt 1n the 
Oo-.ittH'• aind, not the all&hteat 1n the a1nd ot the Co.d.ttH, but that 
intoratlon caM reliablT troa the ha&IIU'T Daparlaat. 'fha Cb&1ran 
.U.. that et&t-nt•. lbout 15 llinllta1 later, llr. Dovcbton - d­
troa the baneh-I t.houcht tor the purpoae ot upraalin& 41epl•nre at 
.., ~ke end 1Aqu1rad 1t we wiehed to otter &IV" 1'Urtbar te•t.boair· 
I told h1a that we 41d DOt, &Dd 1&1Hd UJ)OD the opportuD!.t;r to tali 
to h1a about the •ttar• I told h1a tlld I bopad that I W DOt 1:a­
curred hie 41aplaaRra, but that I felt it • dat)' to ariee &Dd aka the 
record clear •• to the pol1t1oa ot tha TraaliVT Dapart-t, aDd that 1t 
he • • disturbed about it, I bwibJ.T apoloi1aed. Be t1Ml17 pat hie 116114 
on -., ahoulder and aalled and ea1d that av&rTthini ae all ri&ht. 

Regraded Unclassified 



-16 

b ._..tNT u4 o\ber ~ peaple •' 11'1 t.h t.he Jl 1 ara\to hn 

ot the-... WaT~ _. ..._. C-'-"" u ,. o~ueo .._ 1n \M o.,pt.t.~ 

hil4.1JIC at 8100 PoL 

!hon })H-t tr• the ~ ftNI 

llr. IIDrpz~~ Jr. 

llr. Gaa\ca 

llro Ol1pllalllt 

llro Jlelftl'iAc 

lire Mellott 

lire Oftr.'ft• 

llro .... 

llro 0ppv 

llr. Cronll 

llr. Reatv 

llro'l7p!lul 

!b8 ~ra tlf the e~ttee wh o "" })Haat ftNI 

~ DoughtCIIl 

llroJrill 

llr. Clllle. 

llr.TtuCIIl 

lire Cooper 

llr. llcCw ck 

llro hller 

lire loch• 

llr.Dblpll 

c-l "" Olatl: llotfllla 

£e•btaat Oledl: Prtoe 

£eeidut f.eclel&Un o-w o..-t-. 
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alarles WHt •• alH pres•t• 

!U llearetu,- apla1ne4 U.t 1\ as a •ttv fit ncNi w hill U.t than 

lla4 b- &liT lllilnlllderstan41Dg between tu !re&I1UT and~ and lfe&D• o_,u .. 

and M14 that u and Mr. Dclllgh\oa lad ACJ"Md tll&t. than Juat OGaldD'i be ezq 

real oontlict. between the we. 

!he whole dt.uatiGD with rStlpect to the .llcobol Cc~::-ol Blll -. d.iecu.ee4 

with tho Maben ot \he oo.it.tM for ab011t two hours. Mr. J)oaght.cm broac;ht. 1IP 

the aat.ter of the lecr et.ar)''• c-t. at the pr111 oCIDference and U.t. _. 

uplaiu4. 

Mr. TiDICID a:pr811M hiJullf w1 th CCIDiiderable Yigar' CID the C«<tue1GD &I 

to wbetllft the Ucobol Control ~C7 ehoold be wlt.hln the !reuv7 or 011\aide 

et u and P'" the reesca which &Dlat.e4 the ~u .. for wilhillc it. to be 

within the~· 

Mr. lfor«-t.bau told tbe c-..J.tt.ee tllat the !re&I1UT lad"- conahtent 

frCIII ihe beg1DD1JI,t in its desire that tu &gnC7 be an 1nd.eplll4nt c-.iae1GD. 

111 hh opWC!11 0 the IOC1al at~P~Ch ot liquor cODtrol and nell detaUI aa the 

kind ot adnrt111nc tbe7 can do are !LOt 41reotl7 c~te4 w1 t.h coll10U011 or 

protection ot tu revenue and so, 1D hh aind, ahOI:Ild be aeparatld pref-bl7 

frCIII the !r'-..ul'J'• lie atatld, whAm quea\1one4, tl'..at hi 4.1d not feel 10 atrODgl.T 

upon the queattc ot tu locatic of thl &«-07 as u doea upOD the aauer ot 

bulk w ... 

Mr. Mc0 clc 1&14 hi lad"- -zed CID the nuiDg fit J'au lfill Ulat 

t.u !reuv7 la4 ~ repa .. ent.e4 117 111r. Gra.,.• no e.-4 to tsa the 

poe1t1c that the c-ittee and the Coagreas la4 not.hiag to 1&7 about. the 

lechlaticm. lie a;preue4 the nw U.t c-isdCIIll:r lllllott sh01114 ha.,. ~ 

tu wl\Mtls . lt U.. lleoretu,- 4.1d not c- h1llllelf. 

• 
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ella the -uer fd balk .alee, lfr. llorca\bau Mid \bat he tel t Ulll i&all: 

of etlforctac the la woal4 be -a pnct1cal}T l..l~poesihle it Ulll whaleeelere 

&114 retailere nre pendtted to ba.,. 0111 their pnat••• 'b&rrwla fd whiU:iqe 

!'be Caae• balk .ale fd the whiU.,. we upre .. ed •1Dl7 by CODgre•­

J'ulhr wno ae-a. to lan no reaaona tor hit atUtude, (1 ) a deelre t o 

prmde a arlcet for oak atana, azul, (2) a 4 .. 1re to prort4e &004 ~ll 

w!liU:iq for the l"'JJ).e fd the country. 

:Dilrln,: the cllacudOD be~ the SeoretarT !Uid llr. J'oller w1 th "8Jl80' 
to the »rice fd whlU:Iq, the SecretarT upre .. ed the opinion that • • r..eoa 

tor Ulll hich prioe of aced 'llhiU:Iq •• an. to the liaited quanUt.,. fd • ;,war 

old atoek. lfr. J'oller c11M«ree4 with llr. llorcen~ that whialcl7 could be 

purchaaed ill Ulll Uqaar atorea for $1.26 a q-c:arl. 

llr. Kolnrlll«, llr. <betcn azul llr. Crowell lett the meetiJI« azul returued 

with • q!IIU'h fd whlala!T, 3 fd wh1oh the;r purchased at $1. 25 a quart and. 1 

at ~.oo a quart. 

llr. DoochtCIIl ••-4 to be ccmatderahl7 illprened by a etat-t -.!e 117 

the Secret&r7 that 1f balk aalea were pe1"1111tte4. he woal4 han to go to 

Clairan .,cheMll of the A,ppropri&tlOIIt 0-'.ttee tor an additlm.l $6, 000,000. 

~ cllacmn1cn -. eu4e4 w1 th no conclua1ona haT1JIC been reached but U ··-4 an ......,. cbenoe that the c-t.ttee WCIII14 illalat ttpOI1 placiD« the acenq 

in t.be !'r-.turT ~t but perbapa be ~ble t o g1T111f: up their idea 

ot permittln,: balk tel••• 

o.:a. Upb&a 
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l A' ~ req\Uiet o! ~ locrotaJ71 '111e hlephalleltrCIII ~ h.fta, I nnt 

'• t.bl Bill allola' 10 o'cloak w 41ooonr w!a\ I CICI'Ol.cl a'bclv.' ~ a;UtwJe 

o! t.he -- &lid Ileana c-iUM ~ :placl.QC ~ -nor aco=q \0 t.bl 

J'ACA in ~ !r-..a17 hpa:r1aent and tho att1~ with re.poc' to llalk oalot. 

I ta'hcl 'o abarloe ... , &Del to ~ JloaP'cm o! ~ ](oaao _.. u4 

!lout CGilmlUM u4 rotanlocl to ~ llcrotaJT'• offioo at naao n.. be wu 

to 'pbono tor a z open t. 

I reportocl to tho locretaJT that Mllbon o! tho·~· &Del lfo&ne c-1\too 

had Ulldftltooclt~p ='U a'bclv.t two ...a oco that tho cloch1cm ae to wbether 

tho nw ~ •• to bo u iDUpaDdol:t ~n1cm or ill tho ~11111'7. 1'01\ocl 

nth their c-s.''"• ~:r had tho 14M. tha' a'b011t no weeks oco thoro wu 

a ccmterenco in ~ ~oa.a17 bonoen ~oaeur;r o!t1c1&le u4 J'AC.f. o!t1c1&le·i 

at which tao U wu acroocl that tho 8601lq ehaalcl be u illdep«<dont 001101n1cm. 

!heu a tw ~ l&Ul' Mr. Choate •• GD tho Prn1clent'• 'xain coainc clown tr1a 

Wett Point &Del conn.....-tocl h1a to tho 14M. o! an iDcleponclent c~111011e I 

t~ coaeiderab1e cstu.ds o! t.houch' on tho RU1 at to Jut w-.t the dt.­

Us h &Del a lUtlt HIOilaent on troquent cbanpe o! opiDion &Del Hlltt-lnt 

clown town. 

It •• ap1•1nocl to • ,._t thno 1~ to bo •- Jealoaq GD tho Rill 

botwec the _.. &Del lfo&nt C-'.UM &Del ~ Ju41c1ar;r c-ittM. s- peoplo 

had the 14M. tha' the bill \0 ontorco the 21tt ,....,.._, botore tho Ju41e1ar;r 

C-'.ttM 11 4r&ttocl &laac line• eildlar to th- ot tho J'AC.f. bill. !ho ~ 

and Meaaa c-s."" toak Clllt ot tho~ bill _, ot tho .....,., aepoote o! 

l1q11.0r con'Hl thq aiDt&ia &Del put ill •- , .. .,a.e toa~ &Del ao are ot 

ths opiDicm tha' tho •• ., lloloap ill the ~· 
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lire JlcliaP'- aa o .. 14enbl7 41atvM4 crnr ._ tact \llat .- leore\&17'• 

iaat .-4 ot cirtllc hie n ... 1a penCIIl to .. -- Nld IIIMDa c..i\ Me, 1la4 

dilcunecl U... at a pnaa cooter-. I aplalud to Ill'. DelaP'- tllat ._ 

SeGrfltal7 •• ~~tM17 nUol'llUDC ~ poeition w'hiah lla 1la4 aeD4 !Na11117 

repnaentaUTM \o taD tlla ~t ~ ... in~ beariJip ~- .- ~''" 

&114 tllat hie eta~' •e in repl7 \o queu .... \o wbt\bu' ~ reprea• 

taU"" 1la4 ac-t~ etaM4 hie poeU1-. 11r. Daoi!PtCIIl -.t .. hecl .- fact 

U.t tM 4eoie1CIIl netecl wiUl CCIIICHM a4 that -- 41411'' lUra to be nl!Jeote4 

t o too ue&' preeeure fr• «- ,_ 

• 
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!!he Pendi!l& bill ln ita preaent ~~m would place 
the J'ederal .Alcohol Control .&4ml.nhtrat1on in the 
TrMwr,y Department. There epparentlJ' haa been some 
mhullderatandlng &a to the v1ewa ot the Departlnent on 
thh lll&tter, &lid one of rq purpoaea 1n comlllg here 
tonlP,t h to do what I can to clear u:p tbla llliiiUIIder­
at&lldlJ!jt. It baa &ln;ra beelliiV viw that the Treawry 
Department haa &a l&rp end d1tt1cult a talk aa it 
abGUld ba required to parlona 1n looldug attar the 
renuae aspects of the Uquor 'buaineaa. It 1a our dut)< 
to .aperviae the produotlon, d1atr1but1on and e&le ot 
bn&ra,Ie apirlte ~ro:a one &n&le onlJ', that h , the 
&114;1e of tu collection. ~e duty o~ the 'l'reasw:y D ... 
p&rtlllent haa DAW&r «one bqolld aeeing that the Govern­
mellt collected ita renuae troa the Uquor illdustr)'. 

lhen the J'ederal .Alcohol Control .Adz:d.nl strati on 
waa eatabllahed more than a ;year aao, certnln ver;y 
4et1n1 te obJ act a were in lllilld, In the f irst place, 
1 t waa ~eared that there would be a great ruah on the 
part ot hundreds, i t not t houa&llda, ot people to oome 
into the field as dhtlllera or rectit1ara or wholea&le 
liquor dealera with a Tin to mald.ng qlllck &lid eaq 
prot ite !ro<1 the liquor buain .. a, &lid one ot the obJeeta 
o~ the l!'ederal .Alcohol Control .A4oin1atrat1on wae to 
keep t hh a1 tuat1on 1n aoae aebl&nce ot control. .A 
pe=lt qatec •• to be eat&bUahed, l&rgelJ' to prnent 
over-production. !!he buaineaa o~ produc111jt dhtilled 
apirlta •• to be ta1r4r allocated to the ditterent 
aecUona o! the countr;y and t o different prodw:int; 
coap&D1aa, t o pr nent the evila which would re..Ut ~cm 
nn11mSted production. 

.I.e I ullderat&lld it, other tblnt;a which were in 
mind when the J'ederal .Alcohol Control .&4m1n1atrat1on 
fta eat&bliahed were the ll&itlteD&DOe ot tair compa\ition 
-ns m•bara o~ the var1oua illduatri .. , and proteciion 
to the public against improper &dnrUaing, unfair tl'aU 
praoUcea &lid the other nila 'lhioh had &l111Va ch&raoter­
hed the liquor 111duatr;y 1n 1 h purelJ' aoe1&1 &lid econatc 

·~'-· 
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SiDoe t heee t'wlcttone of the hderal JJ.cohol 
Control JAa!Diatration were o~ incidentallT 
related to the t'wlction of taJ: collection, it waa rq 
Yiew that th117 ~ be entrusted to u acency 
entirel;r 111dependent of the '!'roaiN%7 Departaent, &Dd 
thh fln prnailed when the Jdm!Diatration waa 
or•ted '117 keoutin order. 

!he bill which ia DOW before the Comadttae would 
retna\&te the l'ederal JJ.cohol Control .AdmiDietraUon, 
IUl4 would detine tor that age~ wbatanttall,y the 
uce twlotiona which 1 t haa pertomed during t he put 
eicMec 1110ntha Wider the au.thorl tll' ot th.e llational 
IDduatrlal Recoveey J.ct IUl4 the Juicultural .£d,Juetaent 
J.ct. !heae t'wlctiona are C7Utllned in 801:18 detail in 
the bill. '!'he bill profldea tor a l1cena1"6 qeha 
tor d1at11lere, reetitiera, wiue allker a, il:lportere, 
brewera, bottlers, IUl4 wholea&le liquor dealere. It 
profldea tor the iaeuance ot licenaea to these claaeoa 
ot operator• bl!' the J4:11Distrat1on IUl4 it providea alae 
!or their eu.p~naion or reTOoatlon tor proper cauae. 
The bill Ulldertalcea to define the acope ot the wbJ ect 
aatter which h to be dealt with b;:r the Jdmlniatration 
1n iuulac, rnoldng, or eu.peJidiD& liceueea. I would 
lllte to oall the Ccm:dthe ' • atteutlou upeciall,y to 
aeotion 5, 1u thla colll18Ct1on. 

Section 5 aeh doD a mnber ot abuaea aDd =fair 
practice• wh teh han been !oUIId 1D the liquor 1114uatl7 
alDoat trcm tl.me ta.corlal, aDd maltea thaee unlawt\U 
to the extant that thew touch upon lnters\&te or forelcn 
ecm~eroe. 0114er thle section, it would be uulawtul tor 
a:rq prodw:Jer or dietrlbutor 'tv contract to require a 
retail liqliOr dealer to halldle hh prodw:h exeluaivel;r. 
It wculd be unlawt\U !or s:q producer or dhtrlbut9r 
to control or lll&in~ a proprleta!y tntere.t lu a:rq 
retail outlet. It would be unlawt\U tor ~ producer or 
dhtrlllv.ter, '117 siflng a:rq bonua, pralu:a, or ecapenaaUon 
to a retail liquor dealer or hie Gp~eu, to i114-.ace nail 
retail. liquor dealer to halldl.e hie prodw:k acluheq. 
It would be 'IDllawt\U !or a:rq producer or dlatributor to . 
eeU hie prodDch on conaicaunt, or ocm4Uiona11;r with 
tha prirllece of re~ 'rhh Section would &1110 p:rohlbU; 
talee u4 'IUlfalr a4nrt1&1Dc u4 the 1nlr1J~CC&Dt ot trade 
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11&11<a or trade or brand -ea by produoera or diatribut ora. 
~h aac\ion l.ibw1ae oont.U. prorlaiona prohibiUD£ the 
uae ot labela calculated to a1alae4 the ooD~~Der or to 
iDtl'1D£e the ricbta ot 8:tJ;f competitor. 

ICJ' ooDOluaion, troa &A C~E~ination ot thia Section 1a 
that the hactlona aDd dutiea to be atruate4 to the 
J'ederal .Ucobol Control .ldclbhtration, UDder the propoeed 
bill, haTe little or DO connection with the twlctiona per­
tomed biy the TreatrUJY Department 1D the collection ot 
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tuea Upon bnerat:e apirita. '!he bill looka ma1Jll¥ to the 
protection ot the con!nEier agalnot m1abran4ed or adulterated 
products, protection ot the lllembera ot the n.rioue illduatriee 
tl'GIIl unt&ir trade practicea on the part ot their compeUtora, 
end the protection ot the pul:lllc c•nerall¥ at:l''nat the return 
ot the abu&ea 'IIIIich untortull&tel¥ han made \hie iMwlt%7 
notorious in the yee.ra COM by. 

!heae tunctiona are excoedill&l¥ l..cport&At. 'l'ht~r should 
be entrusted to otticera thorou&bl;r nraed in the merohaDdia­
iDC OQ>at•, the methode ot competl tlon, all4 the ceneral trade 
praetlcee lfhich are emplO)'ed by th• Yarious branchee ot \he 
bnerase epirito in4uetl')'. lihUe the Bureau ot Internal 
Rneuue haa bad euperl'ieion ot the illduat%7 !ra:t \he point 
ot Yin ot tu collection tor m8:tJ;t generatlona, aDd containa 
a bo<l;r ot a en \horoughlJ- coDYeraant with \he J'ederal rn­
lawa aDd recalatlona, we do not hAn in the !aresu ot Interwt.l 
a..- the lc1D4 ot cperieDCe or the 11:1D<i ot personnel 'IIIIich 
would be necealla%7 to halldle the probl• troa \he point ot 
Yin ot protectl~~& the publlc aDd pre.,.ntlD£ 'IUI!&ir trade 
pracUcea 1n the illduat17. '!he problca dealt with bir thia 
bill are aocia.l aDd econa:tic problca and not rnenua or tu 
problca. .u I aee i t , thq conatitute an aepeot ot the whole 
U quor queation which 1a cert&inl¥ ot n!ticient aha and 
importance to JuaUt,y \he creation ot an eatablhbmant w1 \h 
the aole tunotlon ot adminiaterill& it, an4 r:I¥ bapa h that \he 
COIIIIIliUee will conclude, when 1t ti~l¥ daa.la w1 \h thia 
.ubject, to entruat theee twlctlou to &A at:eDC7 1n4epelldat 
ot the !reanry. 

!he t~t occrara to ae, aDd I 1q H on \he table tor 
what 1t aq be worth, that the r. A. c. A. -.l.Dtt be oOAt111D84 
tor two 7eara. In that tiae exparieDOe m1£Jlt indicate Yef7 
clear:!¥ \he Deparlment to 'IIIIich 1t should then be attached. 
It aipt beloDC uader Agriculture perl~e wo~D,S in a.eocia­
Uon with the Pure J'ood all4 Dl'UI law ...torc•ent. It ai&M 
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n• lie •'hobeol to \be J'e4eral !'nde o-1 .. 1- Or U 
lllitl' lie '114r0Dil clhpv.te 'b)- \hat tiM \bat 1 t llelollpcl 
.... \be !reuaJ7 • 

. I WRl4 lib H Ull', how-, \bat JlbA:Inld ree­
IWPIU' to \ba a-tUM tor lllpodll& clu\ln of \hie 
abanater 11p011 u.. ~ ~t, - \htfr will lie 
lleobar&ecl to tu t1111 m•t of GV alliuv. 
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ll.ov.ae llaeoluUOll 8639, \he hderal .Alcohol Control 
.Act h a 111'0114, e<aprehenllin •eaaure, illt8114ecl \o reculat• 
aa ladu\17 lleciiiiWI& rlU. \he -=tac\urill& plaah 11114 
-tl.JIIalac \hrouill \he 11hol .. ale outlete. We ill \he ~-WJ!7 
han -.laecl \he Act rl\h \he care 1h geat l.apor\alllle 
lleeen... I\ 1e 0\U' opin1011 \bet ON ehor\ peracl'llph, Dll:lel;r 
lta!I-Uon P of lleoUoll J'our, rlll \hroe OYerboard a \ 1 ... \ 
OM «1 f of \he ree\ of the .Act, 1Dol1141n« ecae of 1 h ••' 
nl..Ule pl'Orlaicnuo. I am appearlac before you to tftlliiH 
the faoh upoa whlch that opinion h ba .. ll. Su.beeoUon P 
would peralt the aale, either at retell or wholeaale, of 
4hUlle4 epl r iie ill or from wooden barrela, caaka or kep 
of ON or .ore rlne pllou CM~p&C1 v , except mere at ate 
lan prohillt t tlaCh aale. 

!he hderal .Alcohol Control J4o1nhtratton had requirell 
that all 4ell1'er1ea t o retallere be made ln glue or ear\h­
ware con\alure. !he !rea~.u"T r~tlona Cllllce the -• r e­
qulr-t. The onl;r r eason for \hie r equirecent •• that 
U made poealble preohel;r \he enforo•ent pl'Orllled for 1D. 
the •eawre now before you. The on]¥ obJection to allolhhlll(t 
that requirement h cur t ear that it rlll render tmpo .. 1ble 
the other and 1'81'7 1'&luable provitlona 1n thh .Act . 

UDder th e r~Uona which were l n foree prior to \he 
allopUoll of \he Proh1b1Uon Jmendllent, 11h1ekq coulcl be 
purohaMd ill barrel• 'b;r aal0<111e and bare, and lllepmaell to 
cv.at .. ere tl'Col the•• contaillera. Jlth01:11!:b nen 1n thoee d.erir• 
there -• a &Ood deal of cheat i.Jis of cv.at..en 'b7 eerrlac 
clr111lr:a tro1a balk con\alnera, it ... ohieflT t.hrollcl1 the 
lntroctao\lon of water or ta:&:palcl epl rlte of inferior crad•, 
and it h probable that DO creat 1o .. t o the rovii2X11C: 
reRlhcl. 

lb.en t he liquor induet17 •• neatablhhecl after the 
rep.al of \he ProhiblUon Jm8llllmn\, the coclee ~tell 
.....S.r \be hdaral .Alcohol Control .AdminhtraUon COD\alnell 
ra.trioU- -catnat 'ballr: ealea. !he ~eaWI)' Depan::lent 
-. .,, ooaRlhd me \h81e ree\ricUou were t.poud. nt 
I ta1i:le H that the obJecUOlle of \be hderal .Alcohol Oolltrol 
J6abh\ratlon and t he bdu\r1 .. \hcaal"" to - ltol\ell 
ballt ealea ern ov.t of \he f.at that \here .a at \he U • • 
a lar&e wala~ el-t 111 \he - t17 whiah t.hrollcl1 the 
7eare of proh1111Uon had ..,nopolhell \he ltqv.cr Ul'ket, u4 
'llhlah wae aUll preparell \o cOIIq)• i • w1 \h the lecl. U•h 
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1~%7• I\ -.. o'bdou.)T DeOeeeuy UDder ~e .. oo114l \iou 
k iapoee r eetricUou, not onq to protect the rrr-• ot 
the Oonnaent, but to protect the tad.uatrie. ~•••bee 
asainat the oompetltlon of 1111clt 41et1llere, ~ere, 
all4 bootlea;en. 

:DariD& the montha when the .:ode pro'Yiaiooa were in 
effect, there can bo no queatton that the reatriction ac-inat 
bulk aalee constituted one of the etroD&eet weapona qlO)'ecl 
b)' the 'l'reaw.ry 1n t18Jlt111£ the bootlejj&OZ'. So beneficial 
wore theae ltmit&tloae thDt whtrl the J, :a • .L deciaion •e 
hndecl. dow, wipiD& aut the oo4u 'to' which the Uquor iad.uat17 
waa r~tecl, ~ Dechlone were hw.ed prorl~ that 
DO liquor could be aold in bulk poclcacee except 'to' ODe dia­
Uller k IIXIDth er, and exceptiD& to rectifiera g-ral)T. 
!!heae recuJ,atioDS riD&in ln effect. !herr would, of caune, 
be Dllll1f1 ed b)' tho pro'Yillono o! the p~ bill • 

.Ul whiak~ and other bO'ferage eplrita produced at 
d1at1ller1ea h placed 1D oelt barrela for atonce or agelnc, 
or both. Liquor h now beina produced at the rate of approxl.­
matel,y 15 million pllone month)T, and at the preaant t!J:Ie 
t here 1a approDm&tel¥ 1150 milli on pllone of bnerage 
ep1r1 ta in bonded warohouaea, virtual}¥ all of which 1a 
etored i n oelt barrele of 50-pllona oapacl ty. 

'!!he' 'lrea1UJ7 re&Ulatlona have the affect of requirtnc 
that before bO'feJ'8l;e ep1r1 h DillY mon into the banda of the 
wholetale or retall liquor dealer, 1t llrOJit be packaged in 
clau or earthenware containera. !he bottliD& of eplrih 
for tale at r etail uader theae recuJ,at1o11a =at be done either 
~ the 41aUllere thcubea or 'to' coDCal"lll which ban quall­
fiecl. ae r scUfiera UDder the inhnllll r eTezma law. !he total 
maber of 41aUllere and rectifiera h lee• thaD 7()0, In 
other worda, there are fewer than 700 places at -.hich eplrlta 
u,;r 'be remoTed freD 'berrele and plaoecl. 1n bottloa. .Ul 
t heee places are att.aded b)' atorllceeper pucera of the 
llurecl of I nternal :a...enua, and all bottli~~& operat1o111 are 
oarriecl. on UDder t he t.o.nediate tNpenidon of then officer.. 
'ftle bottle• are tNpPlled 'to' lll&llllfacturere licenaea to make 
liquor bottlea 'to' the 'l're&IUJ'7 Department. !!heae bottle 
lll&llllfacturara are abo UDder the aupenlalOD of Oonrment 
officer., and all bott lee auat be blow with the Ucenae 
-ber of the uzmtacturera and th.e r egiet17 - ber of the 
dbUller. or recUfiora. At the time of boUl111£, all 
'bottlee 11114 caaea _., be aarke4, labelecl., and at.ped lD 
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ucordaiiCe w1 th 1'rea111U7 reculatione, aDd UDder the nper­
T1a1cm of QonriiiUilt o:rficere. 

!hie h the 'beck'boll.e of ~ q•t• 11011 .-plccred • the 
~ .DepartDct to goard ~ut the d latr1but1oa of 
1111cli 'lm\&xpa14 liquor • the bootl-ui'IIC el-t. 
Lecltt-te liquor can 'be eol4 at re\all etoree ODl.J 1'll 
'bottl11 ae&faciured UDder OonnEient wperrlelon, aDd 'bear-
1'11& the :rclliar red strip etqe •• a tu.rtbar protection 
'both to the Oonn•zumt aD4 the coniiiDer. ~eee re4 etrtp 
et.apa are .. rtall¥ ~~~t~~~bered. So far ae dcmeetic ep1r1 h 
h ooncemed, thq can be eold by colleotora of internal 
rn- on}¥ to the 700 qualified 4ht1llera aD4 reotl:tUre. 
J.t the tlae of eale, the,y are required to be regiatered • 

5? 

the collector o:r internal rnemte in the ~~~De o:r the 41et1ller 
or rectifier. J.t the t1me of eale, the,y are not delbered to 
the rectifier or dht1lle.r, bv.t are .. nt by registered Mil 
to the Oonl'lllant officer in charp o:r the 41atillezy or 
raoi1t71DC plant, &lid are hw.d by him !rem da,y to 4a.J to 
aeet currant requtr•anta. Si nce the epir1h are bottled 
under the o:rticer1 a .uperT1aton, it h obT1oua ~t there 
h rtrtual}¥ no 4angar o:r atempa betnc irllproper}¥ tawed, or 
o:r et.l!pa beiDC a:rt1xed to !lpUrloua or untaxpald liquor. 

~e pl.acea o:r buaine" o:r whcleaale Uquor dealer• &lid 
re\ail liquor dealera, 1nclud1DC hotela aD4 taTarne, are 
perlcdtcall¥ 1nepected by 1nternal-ranm~~ officen. Since 
the .. pl.acea aq not , UDder the ~tione, po.rchaaa tax­
paid 1pir1 h in bulk pacbcea, the preaence o:r bulk ep1r1 h 
on the pr..S.eee h conclue1Te ertdence of ite 11llc1t char­
acter, aDd the Dlpal'tment haa been able 4ur1.nc the paat Ui 
aontha to r.tuce to negl.ipbla proporiioD!I the traffic in 
'bootlec ep1r1 te by unecnapuloua re\ail deal. era. 

We feel thni, "8%7 larpq aa the reiiUlt of thh qat• 
of ocmtrol, we are aaldDC real hNd-.y ~~&Binet the bootlacpr 
1la all parte of the count17. ~are haa 'bean a etllld,y 1JIIIreue 
1'll the aal11 of le&1 Umah liquor enr eiDCe the11 11e\hocl.e 
ware adopted. 

1 ha'ta here a etatement lhowiDC the et-..!T 1JIIIreaea 1a 
the .aln of lteitlaate liquor, aDd theaa fl.cure• aean. of 
-•e, a decraaae in the aalea of 'bootle« liquor. 

I • ~~at'llralq Te%7 -rel'llllltant to eee 8IV action take 
wblah 'IVQ14 ill \he laaet Jeopar«J.se the wooasa of oar 
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entorceent acthi t1 ea. !he bill 1lh1 ch h before the Com­
mittee would deatrQT the moat ettectiye aat~d 11h1ch the 
Dep&rlaiiDt 1e DOW oapl¢~~g1 It 11'0Uld -thorhe the aale 
ot benn,;e epirite in 'ba.rrela aDd kega not onl,y to wbole­
aale liquor dealen end to hotela, olllha, reataurante, tap­
rooms, and pack:ace atorea, but to the public pnerall,J. 
n 11'0Uld pe:n11t the boUl111g ot epiri h b7 wholeaale liquor 
daalera, ot whom there are now almost 5,000. It the Depart­
meat ahou1d. 'lmdertake to contim1e i te qerrlaion of 
bottling operations, we estimate that thi a would add approzi­
mate),J 5 million dollara to our adminlatrathe coats without 
adding one CIIDt to the reYenaB collected. 
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I reprd. this additional co•t, howner, aa relathel,J 
unimportant compared with the tact thAt the approx1mateq 
two lnmdred thoua&Dd retail liquor dec1era DOW qualified 
UDder the internal ZeYemle lawa would be permitted to purchase 
aD4 to han on their premises llhiekq and other dhtllled 
epiri ta either in the original 50-gallon container a, or in 5-, 
10-, 15-, 3:>- or 25-pl.lon kega. J.t the preaent time, it ia 
a matter ot enreme ditticulty tor t!1Zf1f tap-room proprietor 
to introduce illlcit epirih on hia premiaea in t!1Zf1f quantity 
because be 1a UDder the necessity of putting the bootleg 
product in the individual. bottlea at the bar, a alow and 
tediou proceaa and one which ma;r readil,J be detected b7 
GoYarment otficen in making their 1nepeet1ontr. CID the 
other halld, it t aYern keepera are to be put in a poai Uon 
where thq can lawtull,y ha•e bulle containers on their preiaea, 
we are reod~~g practicall,J all theae ditticultiea. It will 
be a relathel,J aimple matter tor the bootlegger to bri~~g in 
bulk epirih dilute them to the proper proof, aDd pour the 
into the qpoaedl,J legitimate barrel. IV being caretul. to 
reduce the proof ot the bootleg apiri te to the proof ot t he 
originlll contents ot the barrel, it would be ee.q tor the 
ta•ern keeper to cany on thia operation i Ddefinl tel,J, miD.ng 
hh coclttaib and highballs from thia illegitimate aDd untaJt­
paid product. Re would be Yirtuall,J eate acatnat detection 
b7 ~ Gonl'IDeat officer tn the proc .. a of hie periodical 
in.peotion. 

Balk aalea, would, I th1Dk, defeat that prodaion of 
aeotion 5 ot the bill which baa t o 4o with the labeling of 
41atilled epirita tor the protection of the contiU!ler. The 
labeli~~g provialona of the bill would protect COiltJQiler apinat 
a1aJewl1~~g deacriptin matter on package labela, aDd ac;aiut 
~ dupr of ~OWl aDd adulterated produeh. !he ubeUJIC 
replatlona of the tomer lederal J.loohol Control Jdminlahatton 
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we~~\ illto sreat detail to aoocaplhh \heee objech, &lid \hq 
had created a eitu&tlo11 UDder which nery purohaaer of liquor 
wae made aware o! \be preche character, ~iv, am ace of 
the liquor which he was drinldJIC. I need not call. 7<ra:r atten.­
Uoll t o the !&Ot that 1! indieorWn&te lnallt e&lae of .pirih 
an to be pemUted, that portion of the bill 'lbich UDdertalcea 
t o lq do1m labelliiC requircnh !or the co~er' a protec­
Uoll will be utter ]¥ without aD¥ beuet1c1&1 e!!ect. 

59 

It h rq understamlJ16 th&\ thh prodelon baa bHn 
inaerted ln the hope o! reduclJ16 the price o! legitlmatt liquor. 
'l'he coat o! pe.clalging spir its in ret &ll cont&lnere Ullder the 
preent re41Ulationa doea not exceed $1 per caae o! 12 quarte. 
!hie GCIOUIIh to 9 centa a bottle, or leu than on..b•lf a cent 
per drllllc ... 1t h cuatcasri]T dlepenaed b7 hotel • am tanrna • 
.b a matter of !act, \be chara.chr o! the package baa TeJ'7 
U ttle to do w1 th the price o! liquor. 'l'hla 1a cont rolled 
rather b7 the ueual !acton of wpp]T am diD&IId. I • Won:sed 
that the reaaon for the high price of liquor o! &004 quall\7 
todq 1a that the eupp:cy o! thAt liquor waa at the time of the 
repeal o! the Prohlbi tion Jaumdment onl,y a !n hundred thoua&M 
pllone. '!!be quality o! liquor h etead14r improTlJIC, &lid the 
price h ateadlly coadng do1mo 

It h true \bet before the !:libteenth Al:lendtlent to the 
Conatltution waa adopted dlatllled liquor waa aold ill lnallt, aa 
propoaed in $1baectlon 'P ot the pendliiC measure. :But cond1Uona 
are T&at]T changed. DurlJIC the Ute o! the !:libhn\b Al:leDdmant 
thla ccnmt'q' did DOt have prchibltion: it had a nation--wide and 
!lourhlunc trade ill alcoholic bner~· ill eceplete TiolaUon 
of the law. 'l!le 'bualneaa .., .. org~U~i&ed, !iDIIIICed, and t11'D17 
ntrenched. J'or onl¥ a 11 ttle ClOre thlna7ear DOW CoTenDent 
hae been re-auerting lh control. 'le are 1112k:lng excellent 
procreea, but we do not !eel \bet the time baa cOllie to relax 
Tlgtlence. !he Tariaua e\ate authori tha, I feel cure. will 
expreea the -e opinio~>+ 'le are atill engDged ln wiplJIC out 
1lllc1t etille. Thfllr stand u the product o! tho prohibition 
era, DOt preeent conditione, but it we relax our dgUeDCe the 
tempt&Uon to uae th• ag&ln becCDea YeJ'7 creat. 

Oar preeent probl• 1a to brlJIC a major indnat'q' Willer 
the law; 1n thla etten we are :reoe1T111C cCDJ..,.,•ble ooopera\1011 
rr- thOUNDda o! mam>taotnrera, eholee&lere. am ret&llere. 
Oar obllptlon to th• h wortb,y o! .. rioua oonal deraUon. .l 
aariCIIUI error in our qat• 1M¥ brin.t: ruin to -e ot th• ae 
the reward ot obq!JIC the law. 'l'h&t pro.pect CI&JIJIOt be Ylewed 
with u •• ailld. 
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!be pvp011 of ~GNUoa ! U OUUinad b7 TIU'ioq ••.n of thie o-uttM h C.Oll,T coa~:~elld&llle. AI " pv­

poeH " IICI'M· We of t.he !nuou)' el..olpl,T niH a peUoa 
U to wbftha' that 811bHCUOil WCNl4 DOt 4o -re bam t.ha 
po4. I U.e nbd.Ued t.he facte 'llpOll whlch that tea: h 
llu..t. u4 I 1...,. the lletore 7ft " ~-- for th••el..,... 
!hen h DOt the elllibtHt 4.oallt t.h&\ cnar oliJeothee are 
the -· We are treed!JIC Aft Ul4 41tt1auU &rCND4. u4 I 
felt U • 4v.tT to epeak traDio:l,T llot.h ae to tach u4 
COIIJeotv••· 
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Followia& a prel.1a1110<1'y coo.teranca with Graves, Mellott, 

and !Water, I bava jut bad a coatarenca wltb Waat, CbcMLta , llallott, 

&114 llaat.ar at wbich • • eorUd Ollt a coaplete -craa-nt aa to ebat h 

N.7 be 1e authorised to pnaent the Tra&aury pos1~1on0 eb.lcb al~a 

baa bean aDd ia that .Ucobol Coatrol abOillcl be an illdepaodent acaooy. 

It be is pre seed with tbe eta t.uen t tbol t tbe Preaidant. 

bol' decided otberrlae 0 be will Mre1y N.7 tbat ba Just talUd with you 

and tbat you bali stated tbe poaition outlined above. 

All agreed tba t .. abould reaarve tor a later tiM aQ7 

atateMnt about the thiDg be~ entirely in tbe Treasury it it b to 

be 1D tbe T:r-.ury at. all. 

Baat.ar, llallott.0 and IIGIWynol4a eUl be there witb Grevea. 
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Jlme 21, l~ 
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I have just returned trom the Hill a.tter a 
uven hour reconnaiaance • and I think I oan till the a torr in 
prett:r well. 

Attar the Supr..a Court deciaion in t he 
Soheokter oaae Oboate -• aaked t o prepare a dl'att ot legla­
lation tor t he continuance ot PACA. 

At a Sunda;r night White Hou.e conterenoe, 
the Seoretarr preaented a dl'att ot ~eaaur;r polio;r with r••­
pect to liquor control. 

The following da;r there -• a conterence 1n 
Oliphant ' • ottioe between Treaaurr people and FAOA people in 
an attempt to get the two agenciea to agree and to bring the 
proposed logial ation within t ho limite ot the Treasury atate­
IMilt ot polio;r. Apparentl:r PACA got the illlpreaaion trom th1a 
-•ting and tr011 other things thet the Treaaur;r ottioia.h 
wanted t he nw PACA within tho Treaaurr. During the next taw 
da;ra ot perteoting the legislative dl'a.tt, th1a 1Dipreaa1on grew 
into ruaora and a Vlll7 general underatand1ng on the Hill that 
the Traaaurr ott1cia.la wanted it. Th1a -• due partl7 t o 
atat-nta -.de b;r PACA people and partl;r, it ia auggeated, by 
the tact that the Wa711 and Keane Committee haa man:r contact• 
with varioua Trea.eury otticiala, and are aubjeoted to the in­
tluenoa ot a nlDiber ot Treaaur:r auborc11natoa. It ia partl:r due 
too to t he tact that t he lllllllllbera ot Wa;ra and !Ileana ha4 to 
juaht,. their jur1adiction ot the bill aga.lnat a jea.loua J'uc11-
o1arr Ccmaittee. Partl:r a.lao to the ta.ot that t he;r did not 
like Choate 11.n7 too well. 

Up t o th1a tilae Weat had been telling the c-­
m1ttee that the President waa will ing t o leave to their j udg­
ment the aubatanca ot the bill. He did not make an:r represent­
ation• t o the Oollllllittee aa t o Treaaurr wiahea in the matter, 
and aa a matter ot tact. the dl'a.ft which he took to Doughton 
provided tor an independent cammiaaion. 

In the llll1det ot the preparation ot the dra.tt • 
there ...... held a t the White Rouse a oonterence with the Capitol 
leaders, Harrison, Doughton, et a.l, at Yh1oh I aa told the 
Seoratarr -s not present. During t h1a period the lllllslation 
as 1.: prooeaa ot being dl'attad, conta.ined a pr ov1a1on t or an 
independent oomadssion~a.lthough I understand the Wa7a and Xeana 
c-s.tteo -• still be told t hat suoh -tters as that oould 
be la.tt t o their judgaen • 

'l'he dl'a.tt -s given to Prederiok Lea 'tlho sent 
oop1es to Stanla;r Reed and Toa Oorooran tor th- to oileok, !twae 
oopies were returned to Lee. 'l'he original was given to Wast wbo 
took it to Doughtoa. Lee aaot .. ven t,.piiYl'itten oop1es to the 
Treaaurr. and 20 lllaeographed oopiea to the Wqa AD4 Xeana Caa­
a:ltae. 
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A newap~perman secured one or the mimeo­
graphed copiea, and a member or t h e "J'udiciary CODD!tt ee secured 
trom an outside aouroe, who ia represented &a aayillg that it 
came rrom the Treasury, a t~wr1tten COPT• !l'he 1ntol'lllllt1on in 
thia paragraph I have in strictest c onridence, and ia ror the 
eyea ot the Sec.retary alone 

Doughten and the rest or the aubcommittee were 
Ver"f .uoh disturbed at the drat't being made public, · and decided 
to make their own drat't, which they did. There waa a meeting 
ot the subcommittee, and a COIIIIIIi ttee Print ( Conridential) pre­
pared. Although it ia well known that these comaittee printa 
are conridential until and unleaa released, there are alwa7a 
ettorts to secure copies. In thia caae, there were errorta b7 
representative• or the induatr7, but unaucceastul, I underatand. 
In an7 event, it baa been revealed all through, and thia &lao 
ia a privileged communication ror the Secretary alone, tbat some 
ot the representatives or the induatr,. atop at DO~h1Dg. 

Arter the C01111111ttee Print bad been prepared but 
before it had been checked at the White House, Choate rode down 
with the Prea1dent hom Weat Point and talked the President into 
the idea or an independent o01111111asion. 

Then the auboommittee brought ita Committee 
Print to the White House. I do not believe the Secretary was 
present at that meeting. The drat't submitted to the Preaident 
contained language to the effect that "There 1a created a divi­
sion in the Treasury Department to be known as the Federal 
Alcohol Control A~niatration". The President aa1d that he pre­
ferred to give the new agenc7 more emphasis and independence, 
that he wanted it to be &a independent as the Bureau ot Internal 
Revenue or the Board or Tax Appeals in the Treasury Department. 
It waa suggested that the Board ot Tax Appeals waa not a part or 
the Treasury Depart_,_t, but wholly independent, and the Prea1-
dent aa1d that he wanted it aa independ.nt aa it could be aa a 
diviaion ot the Treasury. He changed the language ot the sentence 
to read that "there ia created a Federal Alcohol Control Adldn1a-
tration aa a division 1n the Treasury Department•. · 

There aeem.a to have been acme conru&ion, I 
apeculate.t between the expreaaion "independent agco7" and "out­
aide the Treasury Department•. IC1 gueaa is that the Preaident 
atated that he was tor an 11indeiendent c~aaion" and that the 
Secretar,. translated that into outside the Treaaur,.•, whereas 
what the President had agreed to was an independent e~saion 
but w1 thin the 'l'reaaur,.. 

In an,- event when Choate eaw the drat't ot the 
001111111 ttee Print he went again to the President, and the President 
then asked that Choate and the Seoret&r7 get together and present 
a united trent to the Ca..ittee. What the7 were to get together 
on aeema to be other language in the bill to which Choate objected, 
under which the '!'reas1U7 would have control over the rules and 
resuJ.ations ot the Co.d.uion and over its peraonnel. Choate 
thought that those provisions destro7ed the independent atatus. 
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'l'he Seoreta17 auat haTe understood that the 
i ndependent oomadaaion in the sense that i t 
Trea•Ul'7• 

'!ben o .... the public bearings. '!be aubo~ ttee 
understood that t he Preaident had agreed to an indepen.dent c011l­
llliaa1on within the Trea•IU7• '!be TreaaU1'7 repreaentat1Tea were 
or the op!nJ.oa that the TreuUJ'T wanted t he aaeno7 wbol17 outa1de 
the TreaaurJ. Something 111111t be wroD8• .b a reault, the r.om­
JII!tee waa pretty hard on the TreaaurJ witnesses. 

The next daJ newapaper.-n oaae to Dougbton and 
the other a with what theT regarded aa a lecture to the Committee 
g1ven 1n a preaa oonrerenoe, and g1Y1D8 the poa1t1on or the 
President aa oontra17 to What tb&J had had direct i'l'ca the Preli­
dent 1n the oonrerenoe they had with hill. Doughton -• hurt and 
t he rest ot the ..mbera ot the auboa.mittee aroused. It harte 
some ot th8111 i n thei r home diatriote to be abolm as 1n oppoa1tion 
to the Administration. I think 1110at ot t~ llke the Secretary, 
but tbay ware pretty peeved about tb1a incident. 

Aa a lll&tter ot tact, the7 were not verJ well ta­
pre aaed with the Tree.8UJ'7 wi tneaaea. Kellott was not bad, el­
tbaugh a little weak. One ra.rk ot h1a t o the ettect that the 
TreaaurJ ia going to aake Christiana out ot t he brewer• did not 
sit vel'J well, eapec1allJ in view ot the Saorat&l'J'• re..rka 
about keepiD8 the social aspect s or liquor out ot the Tre••Ul'J• 
As a lll&tter ot tact, t hey lll&inta1n that the social aapecta o{ 
liquor that were in the tirat dratt were all r8lll0ved, and that 
the present bill is excluaivel7 a revenu e protect1on 'meaaure. 
'l'hey say t h e Preaident knows this and agrees that it il so. 

'l'he C~ttee members the newapape~, and 
othera all apeak ot the •arrogance" with which Graves testified. 
'l'he7 lllll.intain that he waa contemptuous ot the Congreaa and the 
Committee. Kel!lbera ot the press who are good m11111oa and BaDe ot 
Wb0111 are vel'J i'l'iendly to the TreaSUl'J show the ftJ 1n wbioh he 
t alked. The evening' s teatimon7 apparently did d••age to the 
good will we have had. InoidentallJp the .-bera ot tha Wqa 
and Ileana C~ttee are a little hurt that t h e Trea8UJ'7 should 
have diaouaaed ita atab111aation tund operations with Senate 
leaders rather t han with t~ The7 !eel a sort ot propr1eta17 
inter eat i n the Trea•Ul'J• the7 teel that the7 do a l ot t or ua 
and that at least Doughten should be prett7 oloaelJ oonaulted 1n 
advance on al l 1~ortant moves the TreasU1'7 Bakes. 

'l'here is a grow1llg reaentlllent on both &idea 
aga1nat Executive di1resard ot Congre1a1on.a1 lea.der a4Y1oe. ~ 
situation 11 cr1t1cal. Peraonall7 I th1nlc that 10.. haria 11 
being done b7 Cohen-Corcoran 1nliatenoe that the White House or 
Farl ..,. 1ntertare oonatantlT with thi1 or that -.bar on evel'J 
haue that arhea• SOllie ot the irreverent are begi-' '11 to greet 
the n.... ot the Prealdent or Parl87 &Del even leaaer A""''nS 1-
tration repreaentat1ve1 with the lltler or t he 1Ua1o11n1 aalute. 
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Ra!a~enca i a .ada t o the exchange or cor~eapondenca between the 
Departaent or State and the TraaiiUr)' Depart .. nt end to con•ereetions 
between officers or the two Departments with ~aspect to the 1nte~­
~•lat1on or the financial e.nd monetary policies and probleaa or the 
Chinese Govornaent and t hose or the Govern.ent of the Onited Stetas. 
I rare~ perticularl, to the correspondence &nd con•ereations since 
the nceipt b;r the 1'rM11Ur7 on August 21, 1934 ot the confidential 
letts~ troa the Depert~~ent or State quoting a t elegraa, under date or 
August 20, troa the A.Mrican Consul General. at Sbangm.J. tr&neaittlng 
& •ssaga at the request or Dr. H. H. Kung, Chinese IU.nieter or Finance, 
and to ~scent loltters troa the DepertMnt or State in connaction with 
a proposal that our Conrlllaent appoint 11 financial expert to the 
American Legation at Peiping. 

In t he let~ of the Depertment or State or June 101 1935, )'OU 

~saa.rk tbet 7our Depert~~ent is givi~~~I f'urthe~ conside~ation to the 
snbject last mentioned in Yiew or the recaption troa the British 
EabesS)' in Washington of a confidential. aida ae.oire , bearing date 
June 7, 193S, which reports the appointaant or Sir Frederick Leitb-Ross, 
K.C.B. , K.C .M.G. , Chief Econoaic Adviser to the B~itish Covernaent, as 
teapor&r)' Financial AdYiaer to the British Ambassador at Paiping. 

I n tlat connection ;rou adYiae in 7our latter to this Depert.ant, 
dated June 10, 19JS, that the aide ...oira under reference f'urther 
states that Sir Frederick will lean England at the beginning of 
August; r equaeta that tha a ppointment of Sir Frederick be re1a.rded 
aa confidential until announceunt thereof ie zowie in the English 
press; a.nd expresses the hope that the Aaerl.can Government will take 
similar a ction with rege.rd to the appointment or a financial. expert. 

As long ago as December 9 , 1934, Dr. Kung requolted , in a cable­
gram of that date , t.be views of the ._rican Gonrmoent concerning 
•ao.a fora or cooperation to faci.lltet e currenc;r reorgan.lsation• in 
China. At a conference attended b;r ortlcers or the Depertaent or 
State and Treasur;r Depert.Mnt it was agreed, according to our racot'ds , 
• t ho.t it is urgent that it the Onited Stetaa 1a to sbow a,.apatb;y for 
China in her pUght in an artect1ve llll.llner , action ••t be taken i.a­

aediatel)'. • Officers or this Depertaent 8Mde a careful etud¥ or 
alternative progr8DII of acti.oo which ai.ght be taken and reduced these 
prograaa to tour altarnathe plans which ware discussed at considerable 
length with ottlcara or 1aur Depart.ant. As I recall you and the 
A.Mrican Minister to China were present at at least one or the .eet.­
lnga. The o!ficera or ;rour DepartMnt were opposed to azq of the 
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plana put ronrard br the otticera ot tto. Tree.aurr Depart.ent , but 
were UD&ble to put forward an.y plan ot action ot their own when re­
quested to do eo. Finall.,y, I took the uttor up with t he Preeident 
and subsequentlr at the request or the Tr&B&urf Department, the Federal 
Reserve Bank ot New York sent on Decembel' 18 to the Central Bank 
or Chill& a ceblegraa .uggeat1rJi a t.eaporaey prog:raa with reapect 
to our silver purchases and 1nvit1tll the Central. B&.Dk ot Chillll to 
send a represent..the at ita earUeat ccovea.ience to diseuse thia 
and related •ttera. 

On Deceabor 28, 1934, rour Departuzrt tr&naldtted t o tba 
Treasurr a co-mict~tion, bearitll date ot Decellber 27, 1934, troa the 
Chinese Kinieter at Washington, in which he quoted the text ot a 
c.ablegram troc the 0 hinese llini ster ot Fi111111ce. Dr. KUDi advised 
thet be was inatructed b:y the Central Bank of ChiD& to intol'll the 
Federel Reaene Bank of New York that tba Central B&.nk ot China 
would "gl4dl1 accept rour invitation to send a representative to 
diseuse the matter set tortb in rour aeasage together with related 
'""ttera.• On Deceaber .31 the Chinese llia.iet.er in 'lla.shington ••• 
requested to tranaait to the Central Bank nr Chill& a cablegru ad­
visint: of the teraination of the teaporaey sliver purcboae prouu 
but add! ng tll&t the Federal. ReseMre Bank ot !lew York would • welcoM 
an opportunitr t o discuss the whole .. tter rltb the representative 
mentioned in Clause D in our previous ceblesru. • 

You will recall that the Chinese llia.iater advised me oraUr tbat 
ther were delaying sending a representative beC<~.uae ot difficultr in 
deciding wb011 tbe:y abould send. Be asked me whether the President 
would be willing t.o indicate a choice. You will recall fUrther tbet 
as a result of conversations wi tb the President, I intorli&CI the 
Chinese llia.iater t.h&t the .&JDerican Goverllllent would be pleeaed to 
recehe either Dr. I UDII, or T. V. SooDI! , Cbe.inoan ot the !conoal.ca 
C~saion. On J&DWlr)' 4 tbe Chinese lliniater rew:l • s ceblesru 
fro• Dr. Kung expressing reue~ t~t the political situation in 
Chins prevented his comini to the United States but, it asreeeble 
to the President , T. V. Soong would come, arriving at Vancouver 
Februarf 2 . Tho officers of your De)XIrtment were informed pro•ptl¥ 
ot these developments . Certain of :your officers, accorditll to II¥ 
r ecords, took tbe position t .hat we abould do nothing on the ground 
tblt it wo did notbitll , we would not hurt anrbodr' s feelings and 
would incur no rieka. Ion contirloed to M bf telephone that :you 
shared rl tt these otticara the view thet. we abould • cell ott or 
postpone the wbole att.e.r.• I then adviaed rou that I bad told 
t he Chinese llinister that we bad no prograa and that it was up to 
thea to co- here and tell us w~Q' n ebculd change our aUYer b&q­
i~~g poUcr. You repUed that, so long ae the Treesurr Depart.Mnt 
told tbea that , rour objections were o ... r-ruled. On JanWlr)' 9 the 
Preaidant instructed .. to request you to advise the Chinese llia.iater 
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that it bad been decided that it wou.ld be better if T. V. Soona c11d 
not COli& to the UDi ted State a. 

The Chinese ll1Dister of Fil>&llce nevertheleea opened hia cable-
ern of January 19, 193S with the at.ate-t that •&n undar&t&lldill& 

68 

with the United Stetea coocernina the silver purche.se prosraa 1a 
prerequisite to a decision regarc11na dealings with the .anet.ary situation.• 
The Minister , after maldt~g several general sugaeetions, stated that the 
Chinese Covern~~ent ...as pre)lllred to tranaodt un ouUine of J:urther Masures. 
This cablear .. ,. ... tranllllitted to tbe Treasury Depo.rtment on Jan\llll'y 24, 
together wi th a draft of rapl,y which your Department suggested abou.ld be 

sent to the Chinese Co•er~~~~e~~t. The draft of replJ', after retarrina to 
the andatoey character or tbe Silnr Purchllaa Act, pointed out that in 
adlll1ntsterina tbat Act this Covornaoent endeavored to uoid unnecauarUy 
cccesiooing hardship to an,y country and tbe.t it na the bellaf of the 
American Co•er~~~Unt that ita purchasing procedure tool< into account the 
ideas comprised in the 81J8Bestione offered by the Chinese Government. On 

t be following day, January 25, I advised your Department that I bad no 
objection to tbe torwardi.ns or this r eply. I ven tured to express e doubt, 
bolre•er, whether t he propoeed reply wou.ld •get us 6117Wbere.• 

On February 5, 193S the Chinese llinister at Waabington tranllllitted a 
ca blegraa racahed trooo the Chinese llini.ter or Finance e•bodyina t be fUr­

t her M&surea referred to in the llinister' a earlier ~~essage. In this cable­
gr am it wa& stated that Chi.ns bad considered how it alight adjust its 1110netary 
and financial pollcy and prograa to the American policy and program 611d bad 
decided tbe.t there was no choice but to seek feasible means to abandon t be 
exclusive aiher basis end adopt a new currency aystea by uaina both sil•er 
and gold witb a view to 11nldn& the currency of ChiM to thBt of the UDitad 
States. The llioister added tha t A-erican cooperation 'lftiB essential to tbat 
end end ada certain specific proposals conditioned, however 1 upon final 
agreeeent on a feasible currency prograa which the Chinese CovernMnt 
earnestly hnpod would receive favorable consideration. 

I telephoned you to suggaet tbst you and I 10eet to diseuse thoroughly 
tba last-~~&ntiooed note. You wero about to leave tbe city tor a few daJ'• 
and BIJ88e&tad tbe.t I talk witb certain or the otfieera of ;your Department, 
charged with the econoaic aspects of Chinese a1'tairs. Your ofticera later 
furDisbad .. with a • tentati'f8 draft of tbe proposed rep}J- to the Chinese 
Government' s nota.• The draft reply ad'fiaed the Governll8nt of China that 
tbe .lJDerican Gonrnaent, taldne into consideration tbe history or projects 
of vari ouo ch£racters durin& tbe pest four decades; end, gin.na tbo\libt to 
various factors, some econOMic and so•a political, felt that it would not be 
practicable tor the U~ted States to enter into an e.gree~~ent witb ChiM aucb 
as .-as envisaged in t he ouUine ot the procraa undar r11tereoca. The draft 

continued tlat the Secretary or State 'lftiB IIOVed to suggest tbet if, upon 
t\J.rt.ber consideration, the Chineta llioist.ar ot FiDAnce ebould de• it &dna­
able to offer 81J888&tions sillultaneOQaly to tbe go•ernments of se'far&l of 
tbe foreign powers , tbe Americu Co• ermoent •ou.ld be prepared to cooperate 
with the other IIO'fersenta end • ith tbe Chinese CovermDent in explorina the 
po&aibllity or collective rendering of the assistance sought by China. 
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In a conteranca with orticera of your Depsrt.loont bald on Fehl"\IIU"7 13, 

I u.a ragrettul.ly obll&ed to adrtaa tbea tl». t I did not reel tl». t their pro­

posed reply to tbe Obioeaa IUDiater of Finance would produce aey affactha 

resulte . I told thea t hat ao loJII! aa H wae the position or your Depsrt .. nt 

t.b&t tbe • t ter UDder discussion • ·• political and exclushely witbin the 

prortnca or yaur Depertaent, I would , ot course, raise no objection to &nJ' 

r e ply which you desired to aend . I added, however , tbat it tbe tiae should 

COllie wben tbe Departaeot of Steta reached tbe conclusion that the qbestion 

was pria&rily aonet&ry and ebould, therefore, be handled directly by tbe 

Treasury Dapartaent, I was re..dy to proceed rtgorousl¥ to hAndle the 

matter . I pointed out that, as you eod I are responsible to the President, 

his appron.l of the iaportaot atepa taken by our Department: within their 

respective apberes would assure coordination of our actirtt.iaa. 

In the light of tbe toragoin8, I wUl return now to your recant letters. 

Under date of .t.prll 11, 1935 , your Oap&rtment requested the cOIIIDICnta ot the 

Treasury Dapar~t with raapect to a ~JUggaation, whic h you ware into.-.ecl 

by t ho .t.mer ico.n Eabeauy at London the Britilh Government had brought for­

ward , to tbe affect that tbe American and Japanese Goverll.lll8nta , and possibly 

the French GoYeruaent, send to their respect ive diplc.~tic aiasiona at 

Peipi.aa a bank ecoooatc t.echoici&n who, in coll&boration with tbe Cantr&l. 

Bank of China , would investigate end diagnose tbe econollic &nd fin&nci&l 

ai:t.enh of China. Your Departllllnt expressed tba wish, before attaaptiaa 

to coaa to a conclusion with regard to the .. tt.er, bo~;h to be inforaed 

(desirably through the British GoTOrnment) of the views of tbe Chinese and 

Jap&neae Governaenta &nd to hue t he benefits of an expression of tbe viawa 

of oq Departaant. Iou stated it aa your tho~~&ht, based upon such infortlllltion 

as wee then nail.e.bl o, that it the othar GOYernaents concerned approTed the 

British SU&aaation, the ADerican Governaant Bight, after the British appointee 

bas lett for China , proceed with the aelac tlon of an ADerican t echnician &ad 

tbat in so doing conaideration ~light be ghen to tbe adviaabillty of 

appointin8 a financial expert already acquainted with tbe field of a tudy 

and , 1t poaaible , one vbo wee tben in China. Ioor latter, beari118 data 

of June 10 , states t hat your Depart.Not is g1v1118 .f'urtber consideration 

to the aubjact under discuaaion. 

In view of the position of tbe Departuot of State that. the aub­

j~ct now under discussion i s primarily political And within ita pro-

Tine" rat her than aoneter;r and , theref ore, witbin tha province of tbe 

Tree.aur;r Departaent , Wlf Departcent hea retrained troa c-ntiaa upon 

tbe British auu eation. llorao• er , it the • tter ia to be l».ndled u 

a political one , thia DepartMnt doaa not feel that it. is auffi eiaotl,y 

i .nfonoecl or tbot political pro~ to axpreaa an opinion whathar t ha 

appointaent or a f ioancial expert to t.ha .t.aerie&n t.aption at. Paipin& 

would ...a poaa.i bla affec tive notion or would rat.bor i nvolve tbe d&D&•r 

of leading thia GovarDMnt and tb&t of China into aaauaing that. effec-

tive action bad bean or •ould be t&kan ea tha raault of a atep •bleb 

lllight pro..-e to be of euch rel.a tin wU.aport&nca . 
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On the other band , the doubt s which I enhrta.in lll.gbt be ruobe4 
were the Stete Oepart.ont to receive troa the Britiab Gove~nt a olaar­
cut response to quutiona Mde &long the following linea• 

The &.erican Govermoent, alter coneldering careCully 
the Britiab auga.,tion that " financi&l expert be ettacbed 
to the .&JiericAn Leeetion &t Petping, bea COft9l.ude4 that auch 
a step woul.d be adviaable on1T it tbare .. re uOIIDda tor 
bel.iaving tbet proept lind effective &fttiOn would reaul.t fro. 
such an appoint-nt. The .beriean Gcnoernaent •ould, there­
fore , wel.co.e an expression of the viewa of the British 
Government as to the poaaibllitiea ot auch action, and, it the 
British GoverDJ>Gnt ia of the opinion t bat ettective action 
will be taken , the American Cover.....,nt WOill.d appreciate an 
indication of the apecitic ~~eaaurea co.priaing the prouaa 
envisaged by t he Britiab Covernaent. The !american Gov~rnaent 
would further eppreciate an indication whether the probleae 
to be conside..-.1 by the financl&l expert to the Britiab 
Legation are of a political. or of an econo&ic lind ..,.,.tary 
neture, lind, it or the latter, whether it is the desire 
or the Britieh CcnoerDIIellt thf.t t he expert to ita Legation 
abauld diac\IJia 100netaey u.tter.s of a cbarac ter other then 
those peculiar to Cbi.ne. 

l'litb the way opened for proapt and eftecthe action troa the 
economic and Jaonetary point of view, the Treasury Dape.rta>.ent will tab 
auch action end send to Chine , when such a atep, in its oplnlon, ia 
cdculo.ted to produce conetructin reaul.ta , the ablest financiAl. expert 
which it can nnd. In eucb event , the Treaeury Dep&rt.Mnt would , ot 
course, be pleased to conaul.t and cooperate with the State Depe.rt-nt 
and be guided b7 yt:rur advice upon all related political. •ttera. 

The Honorable 

The Secretary ot State. 

JGL/kk 
6.18.35 

Sincereq youre, 
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A telegraa (llo. 262 ) ot J\me 11, 19:15, troa the Amer1oan 
~ater at Peiping, reads subst ant ially aa t ol l owa: 

During the oourae ot a oonveraat1on on June 11 t he Br1t1ah 
111niater referred to Sir Prederiok Leith-Roaa' appointment aa 
financial adviser to the Br1t1ah Legation and stated that the 

posit i on and oharaoter ot Roaa showed the t.portaaoe lfhioh the 
British Government att aohea t o t h e matter. The British Kiniater 
said that ho had informed T. v. Soong and the llanldn8 Govern­
ment and that llr. Soong had replied that the appointment was too 
lat e. The British Kiniater waa ot the o.s;:in1on, however, that 
the Chinese attar ( f ) seeing ( f ) t heaaol.vea through the Dl'agon 
Boat Feati't'al aettl-ent would be able to oarry on tor two or 
three 110re .antha and that the arrival ot advisers would be help­
ful aa they oould appraise the a1 tuat1on and, it a plan should 
otter, they would be available t o oonter .. ong themselves and 
with the Chinese. 

Tho B:l'itbh M1niator aa1d that Sir Frederick would not 
arrive in China bef'ore August and that it waa the hope ot the 
British Government that the Alaerioan Government lllight be able to 
aend a a11111lar expert to be available on the apot in oaae there 
should be an oppor~ty t o work out a plan tor the Chinese 
Government•• rehabilitation. 

The Amerioan 111n1ater ia ot the opinion that the sending to 
China by the British Governaent ot a man ot the oaliber ot 
Sir Frederick Leith- Roaa 1nd1oatea that that Goveruaent ia oon­
oerned seriously about China's tinanoial situation and perhaps 
ita ettect on British intereat a in general. 

A HAVAS deapatoh invitee attention to Sir Freder1ok'a 
appointment and oonneota it with the oonaortium aa showing that 
the oonaortium powers are read;r to take aa.e t1nanoial aotion 
looldn8 to the rellet ot China. lfnapaper oorraapondenta in 
Peiping are interested in the aignitioanoe ot the British .a•• 
and in our attitu de but the Alaerioan 111n1ater baa -de no oca ant. 
The Ameri oan Minister belie't'ea that aoon there will be reactions 

trom Japan. 

PrClB atat-enta -d• to h1a during hia recent visit to Ian­
king and SbanghaS tha Amarioan Jl1n1ater 1e persuaded that tha 
lfanldng Gov-t 1a aCldewhat desperate over the tinanoial situ­
ation and that alrea~ a point baa been reaohed lfhare China'• 
paper .aney -y be oona14ered aa irrede-ble aa it ia not be­
lined that tha Chinese GovOl'Dilent baa tmO\I&h bullion reaerYe or 
ooin to etteot rede~~~Ption. !he Jl1n1ater, theret~•t ia ot tbe 
opinion that it 1a onli a -tter ot a abort tble 110rore tha 
Oh1ne .. GovOl'DJMilt w11 be obliaed to gin up ita pre .. nt plan 
ot ~ntaining the Chin••• dollar appro~tely at 61. !he 
ll1n1ater doea not mow the aignitio~oe ot Socmg' a r~k to the 
Br1t1ah Jl\niater that the appoin~t ot teohnioal uperta wu 
now too late but atatea that it ~ relata ei thor to the hDpe-

8 
\ 

looooooo ot ....,,, .....,,, ol.,.tloo "' to "" Sl>o·J•>'"'~ 
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!be ~loan JI1Dlatv 1a 1D aooOl'Cl with the 81'1t18h 
111Jd.atv• a op1D1on that 1t the po••• are react;r to oaaai.S. 
Cb1D& 1 a pl.aA or an7 pl&D ror rlll&Dolal aaalat&Doe 1 t wwl4 be 
adrlaable to ba·n pl'e81Dt l n Cb!ne reapoaalble uperta ot the 
type of 81P Pl'e4arlok X..ltb-Roaa 'bitt be ( the ~oan Jl1Dlatv) 
tblDka tbat the a&D•"ng of a'QOh a delas&te woal4 ba uaaleaa 
unleaa there h aa.e !lope that the pl'eaeoe of nob upvta 
will lead to aoaetb1Dg oonorete and be 1a not able at pl'&aant 
to roreaee tbat oont1Dseo7. 

~ .AIIerioan JllDiater r~k• that of OOIU'ae " llbould 
not fOI'Ie11 that the Bl'lt18h are ln a aeae forotDc 0111' band 1D 
tbla aauv and be •••-• tbat the Depar'-t w11l eee to 1t 
that the raapone1b111t7 for f&1l11re be not aadd' e4 on ua --
17 on aooount or the t'aot tbat we baTe no one pl'eact oapable 
or euw1n1ng the attuatlon. On aooount or tbe o• -.. ballat 
that the Aaerloan a11Tv pol1o7 baa att'eote4 adTerael7 the a­
tire nn-1&1 eatabll.-...t 1D Cld.Da the .a.ertoan Goore:t • mt 
1a alr .. ~ 1D an 'IIDt'aTOP&ble poa1t1on. 

• 
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EMBASSY OF THE UNITED STATES OF AMERICA - PARIS, 
' l)l; sonpl m4 Cont14ent1aJ. , 

The Honorable Henry l!orgenthall, Junior , 

Secretary or t he Treaoury, 

'17ashtngto n. 

~ dear ?.!r . !Jorgenthau: 

Since the past raw weeks have b~en or t.ore than uaual 

interest from an international financial viewpoint , I have 

thought that you m.ight care to have the tollowing unotticial 

chronology covering developments as tar as Paris was 

concerned. 

On JJay 24c I cabled yoo. that there wao lit tle 

contidsnce that the raising ot the Be.nk or France rate, 

trom 2-l/2 to ~ per cent on Kay 23, could stop ~peculati011 

a gai nst the 1'ranc and ertect1vel y check fiig)lt or ca»i tal.. 

I mentioned lack ot public ta1 t h in the P'landi n Govern­

mer.i; obtain1ne special powers an4 using them etteotivaly. 

That officials were nervous was evidenced by t he taot 

that I was asked by the LUniatry ot Finance tor 

cansiderable da ta on laws enabling develuat1on in the 

United Stat es . 

Your cablegram, addreaaed to me on May 24c and 

r eceived o n llay 25, a llked that, in view or the situation, 

I remain in Paria ud oloM to the centers or nna o.er 

the w .. ken4 m d re»ort tully . 

Ill Jq' ~<ablegram ot 14aJ 2&, I deaoribed 1n 

ooo.:a14ciO:bla 4eta1l the pwturba4 atate ot the Paria 

axob•nse a c at u4 reaara 4 that, whlle t he teolua1oal 
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uasurea which the Bank or France had taken, 1ncl.u4inc ~4 
a t'll.rt!!er r&iM in the diecount rate that day tr011. S t o 

• per cent, mie;jlt quiet the a:chan8e market, continUed 

pol1 t1C41. procrastination 111.gllt ke~ 1 t excited until 

dec 1a1ons coUld tina~ be reached. 

'!'here waa nothing or epec1al interest to cOCDmuni cate 

to you an SUnday, but on M~day, Yay 27, I sent another 

rather long mesaage 1n.41cat;1n.g that the Paris exchange 

market was considerably upeet and that approximately 

t hirty m1l.l.1on dollars had been purchased hero that 

day 1n flight trom tho French tranc. 

On tho ctorning or !Jay 28 I Tiaited M. Car1guol a t 

the Bank o~ Franco. He lot me know t hat the Bank o~ 

Fraooo gol.d losses on t he preceding day had totalled 

one billion 237 million francs. He also told 111e 

o<ntidontially that it had b e en decided on Monday 

night t hat it prea-.u-e cont inued to be exoealivo on 

Tueaday morning tho ott! oial Bank rate woUld be raiaed 

at once to six per cent. Tho Regents were to meet at 

12 noon, !n special seaaion, ~o decide on this point. 

On t his visit , Cari~el aaid that tho Bank or Freno• wu 

determined to do ita part in atop ping the gold outflow. 

He was obvi01u1ly unhappy over the plan or t he Govern­

ment to refer ita program to the Parliamentary J'inanoial 

Oollllll1ttee tor consideration, eince th1a would involTe 

4ele7. Del.ay bred eul!) 1cicm, and w1 th confidence lacld.ng 

hoardera would continue to 111thdraw gold, 1rrel!)ect1n 

or 418Coat rat•. 

Ill 1Q" • .,..... .. tel.ISl'Ul ot lla7 88, -t at II p.a., 

I 801lnz-4 tllat ~• ... , ta W a1aec1 ~· 41Mout 
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rate to a i x per cent and otmr moner rates aooor41nsJJ • .,5 

The immediate erreot waa a 8light leaaening in the 

pree1111re on the rranc, but this relie.t' wu ahort-llved. 

Demand .t'or dollars wa s heavy throusJlout the day, the 

Guaranty Trust having sold twenty-seven million by 51115 

i n the evening. J.bout that t1n:e, you telephoned me rrolll 

Washlnaton , remarking that you had been kept in.t'om11d 

upon the .t'inancial ai tuat1a:1 but that in.t'ormat1011 was 

lacld.ng wi tb respect to the French poll tical outlook. 

I told you ot the oommuniqu~s given out during the day 

by the Cabinet in an effort to check l'UIIlOra about 

devaluation and .t'l.ight .t'rolll the .t'ranc. In a third 

message, dat ed 8 ;p .m. , I summariz ed the ;pro;pose.l which 

had been made dur 1ng the a.t'tarnoon by the GovernmaJJt to 

the Ch811ber, asking extenO.d powers w1 th t he view to 

a ch1 eving improvement o.t' puhlic finances, the recovery 

o.t' economic activity, and the de :r.nae of public credit. 

I remarked that the speech of :Finance l.t1n1ster Germain­

Kartin , who pr esented t he proposal., pictured IIOIIUIWhat 

incompletely t he fac tors in t he situation and gave 

indicat ions as to the enda to _. achieved, but failed 

to diml.ose t he details or 1;he Government •s plan t here-
. 

.tor. The pro;feot waa to be s tudi ed at once by t he 

J'inance OOIDIII1ttee. J.t 6 p.m. on the same enniJl8, the 

J:mbaa8J' aent the Depar1ment a political cablegna, l'io. 

,410, Feme r1Uil8 developments or the preoed1Jl8 tn claJ•. 

On the morning or J1a1 88, I visited Oariguel quite 

early. a. aaid that the net gold loa .. • or the Bank oza 

•1 88 had ;reached a total ot l bUliCIIl 171 IIL1ll1011 

~&Oa. Ot thia, I& lllllltoza went to Belpua, am 
Regraded Unclassified 



-4-
alllloll to LoD4on, or 11h.1oh par~ would evctual.lJ 110n 

w Hew York, ~0 1llilliCIIl to New York , and the balance 

waa withdrawn ro::r domesti c hoarding . Berore I wnt out 

to t he Bank, I talked w1 th 11r. Saint-Ger!DUn, t he ucha.D&e 

trader or the Guaranty Trust, who t old me that dollar 

M.lea here on the preoed1.118 day had reached 3?-l/2 

million. He dOU-bted whe.ther hia Ba.nk would be phJaicallr 

able el.one to meet the aituat iCIIl 1t t he exiatill8 tandenor 

continued. 'lhen I arrived at the Be.nk or France, I toun4 

that Carisuel and Saint-Germai.n had alree.dr talked over 

t his matter. Juat a a I was leav1118 the Bank or France, 

Cartsuel was called b7 Governor Tannerr. 

At 12 o ' clock Carisuel telephoned me that he had 

cliacuaaed the situation with Governor Tannecy and that 

they t hou8ht it wOI.lld be exceed1ngl.7 helpful to th- 1t 

my people would place at the diapolal or the Bank or 

France up to 200 million dol.lara. The7 relt that the 

practice wh1 ch had been followed or allottins daily, 

thrOU-Sh the 7ederal Reserve Bank at New York, a rixed 

bu.t comparatively amell amount 1llight CCIIlceivabl.y tail 

to take care or t he e1tuat1CIIl U' pressure on the trenc 

continued to grow. It would be t he underatan41118 that 

there would be no chal::loe in the .)llflthod ot earmarlting 

gold automa t1oall7 a a dollar a ware a old . 'for the account 

of the United Statea, the big authorization being utilised 

1n t he ~~~~me manner aa a da1l1 allo1ment. Cariguel told 

IIL8 thet he waa authorized to a~eak t or Governor Tannery 

i n guaranteeing orally that the gold that 1lligh~ be ear­

urked would be tree tor e:cport and that there would be 

ao r1ak wba~enr even it an eaabarso should be ilqloaed . 

?6 
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While I Rs at the Bank o r !'ranee, Oari~el had brought 
77 

up this matter and had nen suenuted that, it at people 

were the l east hea.itant in c:ald.ng aTallable such a large 

sum, the Bank or !'renee would be willing to ship t he gold 

daily to England. 

On my way back to t he Embaeay trom the Bank or 

!'ranee, I visited Ruerr at the Ministry or ~inanoe . I 

told him that I had under cCXI.sideration a reoanmendation 

to make 1n f avor or t he Bank or !'ranee, but I wanted 

au:h 1ntorcation as he coul.d give me in c~idence i n 

regard to the political outlook and espeoiall.y as to 

wheth~Ji" any 1mme.diate devaluation or gold er:tbargo was 

being considered. Rueff assured me that there would be 

no questi on ot holding up gold earmarked tor official 

account or the United Statso, even i t an embargo shoul.d 

be imposed. He t old me that the real test would occur 

on that day, when t he Finance Committee was to consider 

t he project ot law deposited t he preceding evening with 

the Ch.ember . He toldme in atr iot confi dence that 

J'land1n had decided that it the Committee at ita meeting 

on that morning should be ao opposed to his polloiea 

that d efeat appeared in.evitable he would tender t he 

rosignatiiXl or the Government that a fternoon. While 

over a t t he K1n1stry or J'inanoe, I took advantage of t he 

ocoaa1on , and perhaps t he oiroUIIUitances, to prevaU upca. 

t he Chief o! the Ottioe ot t he K1n1eter or Finance to 

telephone the Foreign Ottioe 1n ~ pre..mee that he 

would that c1a7 traua1 t to t he ~reip Otti ce t he data 

'llhioh I ~ b- •elctng ot h1a tor &llllost two IIIOiltha, 

tor :rour utU1sat1011 1n o011.D80t1011 w1th a New Yark 
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:nutcxu traud on atraw bat l!dltpu•nta, and that U.e loreign "8 

otncte shoul.d ge t the intOl'lllatian to me the same night. 

I received t h e 1ntormatian on scheduled time. 

You Will recall that Wednead&y, Uay 29, • s a halt­

holiday 1n Paria, the banks r-ining opm only until 

noon. By tba t · hour, however , the Guaranty had aold 21-l/2 

m.Ul1an dollars. Thb allowed the seriousness or the 

aituat1on. The Guaranty trader tho~t the outlook tor 

the md of the week was most dan8erou.s, but believed that 

1f the Bank of France had authorization to sell 200 

mUl1cn dollars t he market could be stopped. 

'Phe following day, Thursday , Uay 30, waa to be a 

holiday on both t he New York and Pari s markets, but the 

London exchange would be open. The Bank of Franca looked 
. 

to the Gue.raDty branch 1n Lcndon to buy against dollars 

such franca as might be o:ttered at London on that day. 

On the afternoon. o t Wadneaday, llay 2.9, you tale-
.. 

phoned me and I deaor1bed to you t he propositian o f ti:a 

officers of t h e Be.nk of !'ranee as above outl1lled . J.a you 

ware eapec1ali.y anxious to know how the London market we.a 

to be taken care of the following day, as to haw much 

gold the Bank or Enstm d held under earaark 1n l'l.r1a, 

and what would be the deed-line tor an .american daoia1on 

on the requeat of the Bank of J'ranoe, I got Cariguel on 

another phone and wu .ln "-mmi ce.t1oo W1 th h.1IIL wh1a 

talldns with J01L Carif!)lel aaid that 1he B.nk of Zllclc4 

ha4 J'O''•l:r e.bCIILt zo lllillian pouu4a of ~14 lice. Jill 

would like u J!Urice.n 4ao1UOD OD llq ~, it would be 

ill,pc-aU"' before u.d!DS opced on the morD1ng of llay m,. 

~Sa& ~ oaa:Yeraat1on I aiJo reoe1nd word OYer ., 
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nooDil telephone, tl'OR. the 111D1atrJ ot nn&noe, that the ~ 

P1.Dance 001111111 t tee had reJeoted by e .,ote ot 2:s to llS 

J'laDd1 n ' a pro Jeot t or extmded power a, wh1ch it ha4 bee 

atudytng that ' d&y, bu.t that he wou:ld go before the Ohember 

to t1gbt the iaaue, rather t hen rea1gn. You told me t hat 

you would have to c~B1der the Bank ot Franc o propoa1 t1on 

and t ba t you would cal.l me back at 8 tho lle.J:lO evan11l8• 

You aalced me to have Carig11ol preaant, 

'l'hrougbout t he day I had kept in touch with Pari a 

American banks, which repor ted heavy wi thdranla in 

deposits and d1:tt1culty by t l\eir depositors in p l anni ll8 

to meet t heir ond-ot-month commitments. Paris banka 

had bee atripped ot tore16Jl banlmotea, end g old 

eOYeroigne and eagl es had bean cleaned out ot the 1118rltet 

i n spite ot t he I>remium thereon. I t was generally un.ier­

atood that the !'ronch Government had procnr,ed enough 

tunds to ~ 1u employee& :tor Ue.y onl.y by bo=owill8 

trOIIl t h e Credit LyoiiDaia end other big Paria banks. ~e 

Glluanty 'l'ruat bad 1aken the precaution o:t ahipp11l8 ov.t 

ot !'ranee all. the gold whi.ch wu be1118 releaaed to it 

that day . 'l'hat is, that 'W.h1ch could not be placed on 

atMalera: 0&11.1118 trom !'ranch porta that day waa trana­

ahipped to England tor loll411l8 on tranaatlantic .,eaael.a • 

.lt 8 o ' cl ock you tel-»honed. Cariguel ... 11Uh • 

at t he J:mbuay. You aaid that the a.nk ot J'ranae 

propoaitian had bean oer.rully at udied and that the 

UUited Stat ea would talco under conaideration openiJI& a 

Joint oredi t to t he Bck ot J'raDAe to t be extent ot 100 

all.llon 4ollara, prorlclecl the Be.nk ot 1Drl&lu4 took a 

~tor 1nt ... at t harain . You aai4 J01l -·ld be 
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1nter .. te4 in leaming wbether the Bank ot :lllgl.and woul.4 

go in to this extent, You bad me put th1a up to Cariguel 

tor a decision as to whether the Bank ot l'rance 'ellted to 

Qproach t he Bri thh. You •id that tor 'VIIIl'T obvioua riiUOils 

1-'ll wanted this t o be a. three-cornered affair. You ea1d 

that it there were any technical questions the Bank ot 

l'ranoe ooul.d ask them directly from t he !'ederal Reserve 

Bank. Cariguel raised the point that the British might 

not have the dollars. You replled that it the British 

did not have t he necessary dollars you. woul.d lend thea 

to t he British. You let it be understood, howevar, that 

10u wcul.d prater not to have this situation arise. 

Carlf!l.lel did not want to operate through pounds. It 

waa understood that Cariguel woul.d have to rater the 

question to Governor Tannery tor decillion as to whether 

11111 approach shoUld be made to the British. 

l.tter our conversation with you: Cariguel end I 

walked h eme :tram tha l!'!tllbaiiQ', up t he Champs-:ll1sees 

to the :ZtoUe, near wh1oh we both l i ve . You: have never 

met Cariguel. I should exJ;i.a1n t hat he is not the 

high-strung nervous type o:t l'renchman . He is a strongly­

built, red-faced, cool- headed Breton. He apent several 

:rears in London, where he studied economics and was 
. 

-.,l.oyed by a !'rench bank. He haa held his p.resent 

pos i tion 44 Manager ot the foreign buaineas ot the B&llk 

ot J'rance betwellll :fifteen and twant:r years. Bla 

colleagu•· 1n Central Bll!lldng circles recogni a Cari{!llel 

a s an excellent t echnic1a.n and a dependabl e ccntact. 

Oo~rmr ~ery ia aaid to depend upon h1lll t:lDre than 

v.poG au;yone 1n t he !lank ot J'rance tor aat1:ers ot pol1CJ 
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nll aa techniltue• Cariguel ia trank it he truata one, 

but g1tted in oircllllll.ocutioc and waeian it he 1a not 

convinced or the other ' s sincerity. 

u we nalked h<llle Cariguel •s tired and woiTied. 

He realized that we were trying to help him and that he 

would ne ed our assistance. On. the other band he was 

dubious about draWing the British into t he propositi on. 

The next l!lOrnin.g, which was Uemorial Day, Cariguel 

telephoned llle at the Embassy and asked if I could come 

out to the Bank to di:~cuss their decision. I .went· out 

i mmediately. While on preceding days t he Bank had been 

a lively p l ace, with hoarders standing in line awaiting 

their turn to carry out gol.d bars 1n sacks, sui tcasea 

or oil- cloth urket bags , and With guards- with t:b:ed 

bayonets patrolling every entranoe and exit, t his 

ucen.sion Day oorn1ng ·it was deserted. ~e old concierge 
. 
let me ln '111. th a t remandcus key, and I toun.d Cariguel 

Ill. one. 

~1 

Cariguel told llle that t he Bank or France •ll• aa 

an:d cua a s anyone to see the British stabilize, but that 

t hey did not think that they should lllake an approach t o 

the Bank or England at this time that might ~e interpreted 

aa a move to toroe such ,a ctioo. Re aeid that a t tar 

oanaul t at101l be t ween GoverDOr Tannery, llnder - Gover nor 

J'ournier , and h.imaelt , t h e opin.ioc •• expreaaed t hat 

ihe Bank or France should not approach the Bank ot :England 

w11h the view to securing agr eement troa the latter to 

enter a Joint operation with Americana to buy gol.d traa 

the Balik or J'Hnoe, begi nn'ns J'riday, up to a total ot 

two llan4recl lll1l.Uoc 4<>Jlara, or whioh it ha4 been 
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IU(Be.ted that the Br1t18h abould proTide twmtr-t1n 

per cent. Cari81el aaid tile Gwlranty wu operat!De tor 

tho BenJc ot Franco ou Loudon lll&.rket tbat d&J with . 
co~arathel.y al.1ght need tor 1ll.torvent1cm, He MJ.d 

that t he Be.nlt or Frauce tol.t that the British had been 

coopsrating tully i n the paat deya, buyi ng very large 

~mounts ot franca on t heir own account and earmarld.ng 

gold wheu francs 1fere delivered to them by t he market. 

Since sterling is not linked to gold, the Bank or Frauoe 

oona1derad solicitation ot Britillh intervention by U 

aa unwarranted. The Be.nlt ot P're.nce streaaed tho poillt 

tba t no cradi t was being aought , but merely t he worlc111g 

ot t he gold standard between t wo gold sta.ndard couutriea. 

With Paris banks, with t he exception or one, the Guaranty, 

tailing to tultill their tuuct1on.s to etteot gold 

arbitrage between Paris and New York, the Be.nk or 
. 

Frauce •• compelled to aeelc Federal cSooperat1on to 

bu3' gol.d trom it in order to proY ide dollar a , 11h1oh 

were neces8ar7 to prevent a Yery grave miabap ill the 

exchanae market, wb1oh ' lll1ght have moat Uiltortuuate 

conaequancea on t he aunetary regice ot t he oou.utry. 

The Ban.lc ot l'rance reuewed i ta otter to aend to 

ll:ng!and daily such gold u it lllight earmark t or J'edoral. 

account or ottered to earmark auoh gold tor the acoount 

ot t he .Americeu llnb auy ill Paris au4/or, it necuaary, 

actually to deliver the gold to the ..llllerican Embaa8J 

111 Paris . J'llnhermore, 1t i t waa t boue)it that a 71-enoh 
. 

OOYernment u Ddertakiug tbat such gold w ... tree tor 

u;ort i n aD.J ciro~a.taucea •• requlroa, 

J'ranoo ••• qu1.to willin& to obtain 1t. 
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'fhe Blllk ot France ita determinatloll to ~3 

break the market trend, and telt that by cooperation ot 

Frllllch bankll t o-.rd mek1ng borrowing ot trance extrcel;y 

difficult on Friday, which wou.ld be lllld-ot-month settle­

ment dey , they could do tbie . They would undoubtedly 

r equire im;portant 1ll.tervent1on by t he Guaranty and would 

teel much more couorteble it the Tree.aury could aee ita 

way clear to cent i nue its valued and highly appreciated 

coo:peratiCil. I t the total suggeated, namely, two hundred 

million dollars , couM not be granted, then a gene rous 

daily allotment ot the character :previously granted 

would be a)ill!reciated. 

'rile 1breso1ng explanation ot t he :position ot the 

Bank ot France i n the premises was g iven to me orally 

by Cariguel. I made notes in his o trice so that there 

could not posaibly be an.y m1aunderstan41ng, and then 

went back to t h e :lmbe:AJ" and sent my cablegram No , 448 

at 12 noon, in the above aenae, I added that up<lll 

returning trom tb.e Benk I .bad been t old by the Guaranty 

that in operating on the Lcndon mckat tor Bank ot 

Franca that morning t hey ware required to sell only 

ontt-halt mil lien dol.lara. :Furthermore, the GuarantJ 

in Paris was selling to the Guaranty at New York ita 

gold in transit ao that the Guaranty, Paris, ~ul.d have 

available a cona1dareble 11\1111 tor open.tiolls in Paris en 

J'ric1ay. Ynether ita tac11.1t1ea could control tha 

ai t ua tiOD on FridaY and over 11ha weekend in view ot 

tb.e upaet political and 111011etary aituat1on wu verJ 

queatioDable. 
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You understood, ot course, that 1ll t he last few 

daya ot the oriaia Which cnJ•1natsd on Lta7 31, all ot th~ 
banka which uauall.y arbi traged gold had dropped out ot 

the marltet becauae ot tears ot devaluation or an embargo 

ot s oma sort, except the Guara nty 'rrust , This one bank 

was faced with t he d1 ttic~Llty ot poss ibl y 801118 b eyond 

the percentage ot capital which the henoh l aw permits 

it to have out, w1 tlDut or a@ll1net s ecur ity, it it 

shouldered t he tull burdm ot auppl:Jing dollars to the 

Paris market. It was to tree i ts capi t al as soon as 

possible, and thus make it freshly r e-ava1J.able on the 

Paris maD:et tbat t he above mentioned aeles were made 

ot trana1 t gold. On the tn preoedine days the allotments 

trom t h e Treasury had been ut1 Uzed in supplying dollars , 

so as to conserve as much as possible ot t he Guaranty 

resources to meet the expected rush ot May 31, it your 

much desired help , t hrcugh a t remendous s l.llll, might not 

b e forthcoming. 

At 5:10 on the afternoon ot !Jay 30 I put in a long­

d ist ance call tor you , but before I got connect ion your 

call trom Beacon reached me , at G p .m. The J.lllbasAdor 

was in my o ttioe 111 th me wh811 you spoke. You had not 

:ret received my cablegram No, 448, so I paraphrued it 

t o you. 

I also let you know that t he Guaranty Tra.at , 

1llterven1ng at London tor the Bank ot !'ranee, had had a 

oanparati vely light day, - haTine bean obliged to aall 

o~ _.ound a a1lli011. dQUara. It waa r eported that t he 

tranc h ad been teirly etrong ._mat aterline. !ha Br1t1ah 

On the 

Regraded Unclassified 



- 1.8-
oont rary , 1 t had actual~ diopo llld or approxi mat ely 10 

lll1ll1on francs to arraat the dscl.ine 1n s t erlillg. 

I t old you that the .+.mbuaador was !)resent and uanted 

to know 1~ you wUhed him to take t ho phone. You then 

apob t o him and aeked him what he thought or tho 

proposition which I h4d advanced in behalf or the Bank 

ot France. Yr . Straus warned you to go carefully with 

1obeae people . He alao asked whet her you could do s ane­

thilll3 to let Ur • .llteobul know the resent~t.ent on tho 

part ot the Be.n!c or J'ranoe that Lazard Freres wer e 

incurr1Q8 U:irough certain operations, pretending t o 

otter dollars here, but buyina them back si.multaneously 

i n London. 

You sta ted that y ou would discuss the subject or 

the cablegram , and that you would call the l$basey back 

at 10 : 30 p .m. You r equested t hat the .Ambassador be 

present s t the conversa tion. 

I tUn t ol d t he .imbaaaador that he and I s hould oau 

t o an agreem.mt on our reoc:mmendat i oo to you bef ore you 

oalled agai n . He agreed With IDII t hat we c ould take t he 

r1U: or a French embargo , but he argued tor a long t i me 

t hat •• s hould no t pay aa much a s 135 per ounce t or t h e 

gold. I explain ed t hat t his wu our l egal pri ce a nd n 

could not vary t beretrCIII.. He aaid we would never eat 

that much tor it eventuall.y, and t h at we should pay le .. 

1n a "d1etreaa" sale ot t his sort . He finally Jielded 
' . 

to 1111 vie .. on gold urobandis:l.ng a nd we want to our 

haua tor d:lnne • 

.+.t 1.0&3) on the ll143ht ot lla)' 30 JOU. oalled •p' n . 

I C&Ye r.:~u the latut pol1t1oal information, namel.J , that 
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. 
bad not bean .. 11 received; tbat C:el':llain4lertL'l' 1 86 
reaignetion aa Finauoe Lt1niatar l».d been announced b:r 

J'landin; that Jlandin would hold the portfolio o:r 

Finarx~e Miniater prov1Uonall..y, pending a vote o:r 

oonUdance; that the cba.noea were strongly aa-inat the 

J'landin C:ol'ernment prccur1ns a vote o:r contidance; thst 

the Government wOJ.ld pr obably tall duri.ng the night; and 

that betore mrning the members wCQ.l.d aubmt t their 

resignation to the President o:r the Republic. 

You :e1d that yoU: were cona1der1ng the giving o:r a 

oredi t o:r 1:50 million dollars to the Bank o:r France and 

opening a revolving credit o:r 50 lll1ll1on dollars in favor 

ot the Guaranty Trust, the latter aGIIlinst gold to be 

delivered t o the Federal in London, You asked me it I 

reccmnended such a course. I replied that I did, and that 

I honestly believed that the Bank o:r France woul.d: protect 

t he American position. and t ha t there would be no lo .. 

throu.gh any embargo. Yoa aaked 1:111 it t he .AI:lbaaaador egreed 

With 1118, The .&mbaasadar told me to tell .you that • had 

argued the question out in the attarnoon and that we were 

in acreemetlt. 

You then bad the line kept open while :rou. talked 

with the Preeident. In a tn mcaenta you re]lil.ied that 

:rou. ba4 Qoltc 111 tb the Preetdent and that yau authoruecl 

.. to 117 to Kr . Oariguel that the Pr81idant ot the 

United Sta'J•• aJ:I4 the Seoretar:r o:r the Treaaur:r had 

auttloient oonf14aDOe 1n the B&nlt ot JraDoe to open the 

aeaoribe4 ore41 t ill tbl aa ot 1110 111ll111D dollArs, &4 

e1ao that the IIO-wt11t01L-4ollar Nl'al.Yia& ore41t waal4 
~--
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be opened 1n tnor or the Quarantr Truat. In auwr to rq 

•eat1on, 7011 •id thet telegr"ap h1c 1utruct1on1 ._.. pre­

pared an4 would 11011 b e ant. In anawer to a aecon4 queat1on, 

u to whether any atatement i n res ard to t his operation 

would be g iven out in the UDited States , you aaid that no 

stat ement would be given out t here and that none ahould be 

&1 '"'n out 1n Par 11 u.nle ss it came trom the Bank o t France. 

It waa up to the Bank or !'ranee to decide this point. You 

asked whether I thought the utilization o t s uch illtormation 

here llc:ul d •ave t he l!'l.alldin Goveranent. I replied that the 

eituation or t he J!'reneh Government was obViously hopeles~ 

and tl)at thia cc:uld not b e u.tU1zed at auoh a late hour. 

I added that t he .&mbasador confirmed my belief that 

the transaction aboft described wc:uld be carried out trCIIL 

the French side. That is, t h ere would be no ta1lure on the 

part or the French t o meet t he terma or the agreement. 

The .&mbaaaador t hen spoke with you and 1t was :turther 

CCilfil'llled that. no publicity 11hould be g iTen to the arrange­

JUnt by the .f.Darican Go'farnment either 1n t h e united Stetea 

or through ita lbbaaay at Paris • 

.A.t 10:4.5, in the preaence or the Ambaaaador, I 

telephoned the above-described -••age to Mr. Cariguel 

and also rap .. ted it to Mr. J'amea N1celr, Vice-Praaident 

ot the Qv.arantr 'rruat at Paris. a-tore w lett tor hau 

the .&llbaaaador ~raaa4 upon me tla t •• had juat Mde 

reo<amen4at1ona tnvolv1ng a conalderabla B1R or aoa.er, 

an4 aaka4 that I obtain wrt tten uaursncea the tollow1na 

lll)rnf..q troa both Ula BaJLit or l'l'anoe and the lUn1atrr ot 

1'1nanoa tbat the sold which our 'l'l'•.ury wu to purcb&• 

would not be aliljeo'-4 to &11J aallarao. I told him that 
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.. alrea4y h114 reoe1Ye4 aa complete uaurance aa poaa1ble, 

and t hat the Federal. 110uld uD4cu.btedl.y preeor1be all the 

legal at1pulat1ons in ita a.blagram ot 1rurtruct1ons to the 

Bank ot France. He allltad that I gat tram the Bank ot :rrance 

a o q,y ot the con tract. 

The Fland1n Government was O'lerthrown at l a . m. , 

Kay 31 , by a vote ot 353 to 202. Contrary to rumors, all 

bauks and markets opened t or business on tho morning ot 

t he t hirty-t1rat. With no Government established, and 

with tranaall&nt1c ships booked to t heir gold l1111it , the 

4aY opened dil!!!!elly tor the tranc . 

I csl.led at the Bank ot !'ranee early i ll t he toranoon 

and tcu.nd deep appreciatioo ot t he 12SIIIlge gi ven tha t h e 

preceding night in regard to Treasury cooperation. Cariguel 

told me that tollowl.ng my call he had gone to sle~ , tor 

the first t ime in t hree nl.gbts . He said that the Bank ot 

!'ranee would now be able to continue t o do its part to 

keep t he trsnc at its gold parity, which it c <nsidsred to 

be t he Bank' s duty. He showed 1118 the Federal ' s cable ot 

au thor ! ty, but I sought no copy t hereot. 

Yay 31 \'11 tneaaed a tr-ndolS ru.sh tor dollars 811d, 

to a leasar deQee, t or sterling, but with both Cli!..'TellCiea 

ottered in sutticient quantities to meet otters ot tranca, 

t he tranc r ate was held. When the day ended Cerigual 

telephoned me at 6130 that 33 tll.illion 625 tllouand dollars 

.bad bean ut ilized Undar your suthor1zatioo. 

On the 1bllowing morntna I called CerJ.&uel at the 

Blink of Jrance and towld h1IIL 1PPD•nMly pleue4 wUh 

btmsJt. Be aaid that with the 'rr•aury's 150 lll1l.U.on 

4al.l.arll at his diapoal he went out to the exchange aarket 
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01111&7 n, feel.ins like he hl4 Juat won tr. sran4 lotterJI;Jg 

told s tories , Joked wi~ t~e traders, especially t he well 

known big apecUl.atora, loafed around thr0118hout t he 

a eaaion, and aucce a&tully put over the tmpresaion of a 

1111.n who did not have a worry in t he "orld. He aeid that 

ve should not Judge the aeriouaneaa ot the threat t o the 

tra.nc by the total dollar buaineaa tranaacted, e lthouah 

3~~ millions was a eizeable amount • He said that the 

Guaranty resources coul.d have met t hi s aum -- it it had 

been known that 1 t might not have gone ~atl.y beyond 

t his l imit . He 1naisted, however, t ha t it "as only by 

his bold int ervention, otterine dollars promptly and :tul.l.7 

to every custcmer , that the mad r uah was broken. Had not 

the ri~t 1q>re&.ton bean created f rom t he start, t he 

speculators would have swept past t he Guaranty l tm1t loua 

befor e t he day waa over and a depreuiated trano w~ld have 

been t he result. With no OoverXJment 1nal1tuted, and W1 th 

Beynaud and his 1ncr eea:1ng followers clamorine tor 

devaluation, t his might very s ho rtly have roaulted. 'rhat 
. 

. 1s , once t he franc bad gottCl out of luuld, an eml:arao or 

exchange c cntrol might hoe oome, and resultaJlt hPJ::eU&UCID 

would eventually he:ve been ratified, Carigue1 did not 

hesitate t o say t hat the !'reuury action ae;ved the aituauoa. 

Under date of Kay 31 Governor 'nannery wrote the 

Jmbaaaador a very cordial letter ot t h anlca t or the 

iaba•-r'• part 1n the &:.,JNilgemeDt. 
~ 

Our tel.esralia provide you with t he story trca June 

1 to 4ata , 1nol.ud1ne the setting up o f the BouiaeoA Oovvn­

.ut on the 1110r111II8 ot June 1 , only to be 4ef•te4 'bJ ao 

Regraded Unclassified 



( 

oozaaUtute a OoTermaent_, until LaT&l t1nal1y accoiipl1ahe4 90 
it and then procurtd the apeoiel power a, Dur ins t h h 

period the franc nuctuated but the heevy speculation had 

been broken aa Ltay 31 . YO\t continued to make tunda 

available to the Bank ot J'ranoe, but the deqnc1 tor dollar a 
waa not exceaah'e and the Guaranty waa able to meet i t 

w~thout your tunda being utilized. 

The gol d which you acquired waa duly s hi pped, aa 80011 

a a apace c O.Ud be proo urad, and the Bank ot Prance trOIID.ed 
u,pon any suggestion t hat it be rea old hare, when rates 

became such, betora part of it departed, as to make auoh 
a tranaact.1on poaa1ble, with a profit to you. 1'he Buk 
wanted to carry ita ccntract through to completioa., 

Throughout the period ot political upset the Bank ot 
l'rance had uaed ita beat attorta toward call.iJI8· tor a 
Government with ample powers and determtnation to aave 

the tranc . The La~ Government 1e now tormul&tins ita 
economy degrees, 11h1ch ahould begin aJ~peari.ns abou.t July 

l, The problem ot the tr11110 1a not solved, but t he recant 

cria1a ia ~aaed . The tu"tura. now depends upOD the Qover n­
lllillnt ' a aucceaa in righting t he Treasury and bu.dget -at. t ua t1on • 

On Sunday a1'terno011. , June 16, those Central Bank 

Govern.cirs 1fbo are alao B. I , S. Directors, -t tor tb11r . . 
uaal m011.thly gathering at the Bank t or Internat1aaal . . 
Settlements 1n Basel . .lt the cl ose or the meeting Gowrnor 

hnnary 1aaued to the preaa a coaaun1qu4, ot which tU 

f ollowing 1a a t ranal a U OIU 
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m! I'RBNCH IDlD'!'ART OlliSI8 • 91 
.&.t the meeting o~ Central Ballk Governors which waa held 
l une 16 at the B. I , S., the Governor of t he Banko~ !ranee 
made a complete explanation o ~ the m.<netary crieis which 
has just been overeome in l'rallCe. 

l!'irat, reoal~ing that in accordance with traditional 
policy the Bank of !'ranee pr imarily tried to assure 
a bsolute freedom of IJ)ld movements, U. Tannery showed 
that although at times o f normal, even very important, 
exodus of capital the Bank had quite often not even 
raised the discount rate, it was not at all t he same 
thing when flight · was of ~eculative origin. 

At the beginning o~ the present crisis, wbich dates from. 
t he ~nd of March, no defensive measure was taken because 
of the moderate am.ount of gold losses. a nd in order not t o 
neutralize the ef~ct of raises decided upon by t he 
Net herlands Bank. 

But while in April and during the fi rst week ot May 
loss:ea had not surpassed 60 million a day, they passed 
85 million during t he second week, 500 the third, almost 
a billion t he :f'ou.rth; a total, May 4, to .Tune 7, ot 
9,900..million, hal~ o~ it destill:.ed to t he .United States, 
tha other half to Eurq?e. . 

Confidence crisis, a vast speculative manoeuvre: the 
latter revealed by the w1 dening ot the premiums . on. 
foreig n curremies, which went as high as an annual rate 
o~ 68 per cant, and by a ctive 4emand tor franc credits 
~or purchases ot gold and .exchang e. 

The Bank ot !'ranee reacted vigorousl:r: 

(1) By rais.1ng the discount rate from 2-l/2 to 6 
per cent between May 23 and 28; 

(2) By an active supervision of exchange movements 
1b r t he purpose o~ a8sur1n g the tree play of gold 
shipment s . 

J.t t h is i'Qi nt ot his exposition , M. Tannery emphasized 
the 1.m.portance of t he assista n ce whi c h had been extended 
him. by the .American Treas~~ thanks to Mr. :Uorgenthau 'a 
broad understandi-ng, which • ns.tantly supplied t he ·maricet 
with dollars in order to avoid t he dangerous consequences 
o~ a cessation of gold pu:chases. 

(3) By strong restricti on of credit in t he banks . 
This ,g:olicy, haP,R11y~ has been supported by apontaneous 
1ntervent ioo by the .Bank of England on the London. 
market. 

In spite ot tbeae restrictions, the port~olio rose ill:. 
one month t'rola 4 to 8 bUlioo. This figure is however, 
louer than that witnessed before the •r; and lt will be 
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noted, moreover , that tho increase did not sur~ss on ~ an a verage ten per cen t or t he presenting banks ' port­fol i os , a proportion which allows t h e extent or ' heir liquidity, It tends, however, to diminish , and baa been reduc ea by 300 million duritl8 t h e past weak, 
I n • •mm•ry, trom l!&y 10 to June 7 the gold stock dim1n.1sbed g bil lion; diecounts and advances i ncreased 5 billion; end cred1 t contraction reached 4 billion, 3-l/2 billion due t o withdrawals on current accounts end 500 million to reduct1.on 1n circulation. The relative importance or t he decr ease in current a ccounts allows clearl y t he tightness or the money market, which technically oon tributed greatly to atrangl1tl8 speculati on . 
But the crisis was alao caused by budgetary deficit, Treaaur y ditticul t1ea, and a l ively Callij)aign in favor or devaluation. 

Exceptional powers which t he Government he.s obtained wi ll p arm1t it to remedy t he budgetary deficit and reeatabl1ah public credit. 

The Government' s decisions are drawn up end the first will soon be made public. They W1.ll put a defi nite and to a monetary end tine no 18.1 or 1s i s which has lasted only too long, and Will be accepted by t hose concerned , these latter reali zing, in :tact, that a moderate sacrifice 1a prefer abl e t o t he total ru.1n which would result trOIIl monetary devaluation. · 
Thus the hop es or acne, t he tears or others -- or all those who knew t hat an aggravation or monetary disorders would cause grave ham not only to France but to world economy - - will Taniah. 

The Governor o r the Bank or France ended by reiterating hla intention to maintain the nOI'IIl.al p lay or the gold standard end to support the Government ' s effort by all. maans wi t hin h is power, expraal1tl8 the belief that the succeaa or t he French etrort c m. tributes t oward pre­paring tor neatabliahment or world econoo:Uc equilibrium by currency s t abilization and reaumption or norma~ canmeroial relations bet ween t he various nations. 

CJ.arance Streit, whD ccmea to Basel rrcm Geneva each 
111011.th t o cOYer t he B.I.s . meetings t or t he ._ 1QSlC TlliiB, 
did not reach our hotel until. al.llloa t 8 o'clock Swl4&y 
night. I gave him. t he above oommmtqu4 and tol d h1ll. the~ 
it ha4 been arrenged t or Govermr TauntlrY to aooord h1a 

a epec1al interviea on t he subJect. UUtortunatel:y the 
Goftrnor had. scm.• to a la,pan .. e dinner and had not beoau -- Regraded Unclassified 



uailable tbr en intern• by 1 a. m., when Streit had to 

telephone the atory to Parie tor relay to t he Monday 

morning e41 t1011 ot the TDIES. The nice reterence which 

the Gover m r had made in the eomunique would have .tellen 

a littl e .tlat it the story to the .American press did not 

carry enough color to get it ott ot t he market page . 

Consequently i t wae necessary to antic ipate altshtly 

Governor Tannery 's 1ntervi ew, but he caa~ aero as in good . . 
s tyle the nezt morn.ing and corroborated ever ything that 

you read at your breaktast 'table. 

Some ot liLY trienda who ware preeent at the SUnday 

meeting ot Oantral &nlc Governors told me that Governor 

'tannery re.terred 8Yen more generously 1n his oral account 

then he 41d in the above co!lll!llnique to "the importance ot 

t h e aae1atance which had been extended h1m by t he .American .• 
Treaaury, thanka to ltr, Morgenthau •a broad understanding, 

. 
which oonetantly supplied the market w1 t h dolla~ in order 

to avoid t he 4angeroua consequenoea ot a ceseation ot 

gold purchaaea." 

While it ia uw sual t or a Central Bank Governor to 

give out an individual c Ommunique with respect to whiLt 

haa tranapired a t a B,r.s . me et1ng, I heard no objection 

to Govermr Tannery 's action 1.n th1a inatance. On the . 
contrary, the gold-bl.oo leaa.ra at Baael ware delighted 

to have it made kDo11Il that tha Un1 ted Statea 'l'reuury had 

ettect1val,- cooperated with a gold- bloc mambar when ita 

OJ.Zrenc,- •• 1.n 4an8er. Theae gold- b loo repraaantat1vaa 

wre not W14uly »roue to interpret thia u any a1gn1t1oant 

ohenge ill .-.r1oan pollcy or aa 111.7 poe1 t1ve al1p-nt ot 

the 'Un1te4 StatH W1th the sold bloc, but thay 414 draW Regraded Unclassified 



m10h uoaurage'Unt troa the reported asaiataDoe. Ron- 94 
Fld.-bloc repreaentatiTea were also gl&d to see that 

teohn1oal -.-na had 'bean orrered towards preventing a 

currency fro m depr eciating and pouibl.y being devalued . 

While perhaps there wae aot unirorm and unanimous approval 

ot !ranch mon etary and political policies , the Central 

Bankers at Basel all. considered it desirable t hat a 

currency should not 1'811 through tailure or Central-Bank 

or gold- standard mechanism t o tunotion . That is, i1' 

devaluation must can.e, the y ltold t hat the pr oper wau is 

tor the responsible legislative bodies to take t he 

deci sion, m ther than have it roroed upcn t hem through 

any event whioh might posa1bly be a t tributed t o 1'11llty 

management on the part or the Central Bank. 

1li t ho..tt paas1ng upon t he question as to whether 

the gold-bloo oo..tntries may be able to maintain the 

1J8ri ties which tbay are now strugaling to preserve, 

Basel ob servers t hought t hat Jmerican and British action 

in preventing exceptional rluctuations or extreme 

depreciation thro..tgh t he worki.ng or their stab1Uzat1on 

tunds h aa bean i n the right di rection . That is, i :r 

currencies are maintained t hrough such means at t hei r 

actual pa ri tiea over a considerable period, de raoto 

atabilization may t hus ccme t o p ass without any too­

conspious notice t hereo:r . 

When I returned 1'rolll Basel on Tuesday morni ng , June 

a, Oarijp!el tele~hcned me . He said t hat the oommuniqutf 

bad gone over axoeption~ well 1n the !'rench preaa; 

t hat CQlTOQCI1.~ta had been aealdng i n vain tor IIOl'e 

llet«Ua, that .peouJ.atora were tryiJI& to 4raw him 011t Regraded Unclassified 



on the al.lb Jeot ; a nd that 1 t had. been re:tarked 1n Ca'b1net 9S 
circles t hat t he Bank ot P'ranoe aemed to ~et on better 

with t he .Americana than does t he Govermtent . Cariguel 

thinks Ol.lr cooperation has. a Q)ne: other reeul ta, g1ven 

the speculators a good lesson and politi cians a good 

example. 

Preas reaction ever here to the co=unique has 

been unH'ormlJ spl~id, excel)t that certain Br1 tiah 

papers. Dtoat :partie ularly t he JrllW~CIAL liEiTS, have tried 

to deprecate t he American cooperat ion. These are the 

Bri t1sh papers 'lfhich have been eo torc1'bly insisting on 

gold- bloc devall.lation. 'l'he ]'rench press has seen the 

improvement in the franc and the bolstered FreMh col.lra.ge 

that have tol.lowed Governor Tannery's Basel revelations. 

Wbatever may be the even tual tate•ot t he franc , this 

r ecent American intervention wll.l st and on r ecord a s a 

tim.ely, effecti ve and appreciated measure . 

l"ai thtully fOUl'S , 

chran, 
etary ot Embauy. 
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TREASURY DEPARTMENT 

INTD --~MUNICATION 

DAT11 JUDe 191 19Sii 

At )"Our direoUan, tbe Lecal De~t of the Treasury 

baa been worldQg tor a011e 8101ltha on tbe lecal upecta of tbe quee-

tion of additional t.axea, and, in particular, on the probleaa of 

.t.ttacbed hereto for tbe Depart-t1a tiles ia a COP1 ot 

the final draft of the do~t wbicb wu prepared in tbe Lecal 

Depert.mt of tbe Treasury in cooperation witb Dr. llu.a and otbere, 

and wbich waa llubaitted to tbe PruJ.cs.at u a auaeoted bub for 

aJX¥ -saae to Ccacre•• r~ na dl nc auoh tuu. 
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'l'he tiM bu co• for tbe Gcmtrueat to .ue I!IHdecl 

•Jor i.aprotaMnta ill ita tax structure. Looking foreard 

to replAcing taapore.17 &Ad eaerpac7 l..,iea With sowad ud 

per.nent taxes and loold.ng forward also to balancing the 

budget &Ad to reduciJl& the naticmal debt, I rec-ad for 

70ur couidaratillll three aeasurea wbicb Will pil'Od- aW>­

atantial reftllau for theae purpoaea. 

Ill couiderill& cbaDgea ill our tax lawa, we should, 

wbile pro'fidiJl& tba IIHC!ad re.,..nuea, seek to bring about 

a fairer diatributi011 of tba burden of gcnoernMntal coataJ 

and we should -k alao to eHII'IMta tboae weakDeesea ill 

our tax structure tbat line 11lcidenta.ll7 pil'Odaoed ~esirabla 

aoeial c-eqliiDC ... 

To tN& t iDea. aa a aeaaure of the baeti ta of 

JO"l'aellt aad of abilley to J1&7 1a a solllld aad wholes~ 

poU07. It should be tba guidiJll prilloiple ot pe~t Fadersl 

taxatioa. ~ ill tba cue ot aJQ' ot tba e•r&eaCT taxu wbicb 

I ban aabd Coacre•• to exteJad, the - of otbar tax -VH 

1a one. J•tits.Ule, part1clllarl7 for t.e.qlore.%7 periodaJ 
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but, u a peraMat pollc:r, taxatiotl accordi.ng to inc~ 

proYides the 1101t ettectin aeana ot obte1 n1na J uet cotltri­

butiocus troa tboee beat able to .U. thea. 

A good gomtn.At auet ban a tu: a:ratea that 

will prodi1C8 uple re-nmue. A Juet &omtruent aut distribute 

the cost ot gomtl"llllent tair]J. The run aocial conaequencea 

ot tax lawa can not be Maaured b:r the rennuea the;r produce . 

Taxation in u:r t ora baa II&D;T collateral ettecte throUibout 

our whole econo.ic and social Ute. Since taxes can not be 

laid without tbeee co:U.teral realllte, and since tbe:r - t 

be laid, there 11 a national dut:r to a..-oid tax laws which 

produce undesirable aooial conaeqtlllncas , and a like dut:r 

t o correct evils produced by erlstina legislation as they 

be cOM apparent . Tax l egial.a tiot1 bee too often neglected 

tbeee conaiderat10011. The .aaauree which I aa reCOII:IeDdin« 

are deaigDed, wbil.a proYidillg substantial rennue, to reJIO'nl 

discrillinationa aDd to ellainate aoee of the aaJ or exiiiiJ)tiODS 

and special beneti ts conferred upon p:ll'tical.a.r groups • 

I 

lland1ng on net tortw>ea troa generation to 

generatioa 1a not ooM11tent tritb the ideals and aeatiaente 

ot the Aaerioan people. The d .. ire to proYide aecuri t:r t or 

98 
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oue ' a. i'~ 1e natural and wholesolle , but the IIIIChecbd prhilece 

to beqwtath nat wealth rar beyond the need1 of aecurit:r is a crow­

ing -ce to duocratic 1net1tutioDB, It perpetuates conceDtraticm 

of power in the banda ot a few over the u.,.s and n1fare of allUODB. 

8\ICh 1nher1 ted econOIIic power is as offensive to this gene.ration u 

the inheritance or polltical pdwer was to the generation that foraed 

our Oovernaent. 

Rear~ 30 ;years ago, President Theodore Roosevelt , in la11n8 of 

tho cornerstone of the llo1.111e Office BuUding, said 1 

•rt ill illportant to this people to vappl• with the pl'Obleu 

connected w1 th the qusln& or ecor110111 f ortwses , nnd the 1.111e of 

thoae fortunes , both corporate and indi'f'i.duel., i .n bWJineu. We 

should diecrillinate in t he sharpest we;r between tortUDee nll-wou and 

fortunes 111-WODJ between those gained ae an incident to pertomill& 

vaat aemCN to the c--.mit-7 u a whole, and tboae gained. 1n ....U 

faehion b;r keeping juat within the lillite of .. re law-honestJ. or 
course , no 8JIOtmt of chari t:r in spending such torttmee in aa,y way 

COIIpeDBates for lliscond110t in v!d ng tho. AI a Mtter ot pereolltl 

coll'f'ictlon, and withou.t pretendin& to diacu .. the detailll or forlllll.ate 

the a:ratea, I teal. thet we ahall. ulU..tol,y he.ft to CObdder the 

adopticm of s- ew:h acheM u that or a procreNh• tax oa all. 

99 
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fortunes , be7cud a certain uount, either giftD ill life or dedsed 

or bequeathed upon death to aey indiddual - a tax so trued u to 

put it out of the power or the OWDer or oae of these eoonoowJ fortwlca 

to baud on more tban a certain uount to aey 0011 indiddual; the tax, 

or couree, to be illposed bJ the Bational. aDd not tbe State goverDMnt. 

Such taxation sho\lld, or course, be aUed .ere~ at the illheritence 

or tranelliasion ill tbeir entirety of those fortunes noUen be;rond 

aU beal. tb;r l1Jd. ta •• 

I reco-Dd to the Congress t bat those receivina illheritenc .. 

aDd g1tt& be;roDd reaaonahl.e ue10pt1ona, be te,xed tbereon at graduated 

rates like our inco• tax retaa; aDd, preferab]J', tlat thaae ratee 

be -.de to vary di.rect]J' with the recipient' • entire incOM. 

n 

ICr aecoud propoeal relates to the tax retea on large indid­

dual inca.e. The inc<JM tax law Ter)" proper~ appllea the principle 

or graduated ratea 'fa17illg with the size of the 1nc011e, to the eud 

thet taxea ~ be loded ill accorU!Ice with ability to pq. 

!Ju.t the application or thiS principle Stopa at ODO aillion 

dollara of anzmal iliCOMl aDd, eftD before thia point 1a reached, 

our top 'bn.cbt retea on "1'7 large i-• riae ftt'J al.ow]J'. 

'lbua, nu. the top bracbt rata frlr a an with a 16,000 incOM 1a 
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double the rate tor one with a $4, 000 income, and the t op 

bracket rates rise troa 4 per cent to 54. per cent between 

taxable net inCODes ot $4, 000 and $100, 000, the top bracket 

r ates thereatter increase ftJr1 sl.owlj-. Froa just OT8l' 

$1.00, 000 to aeytb1ng in excess ot one 111lllon dollars ot 

annusl. incoiDAI, the top bracket rate increas es only troa 

g6 to 6S per oeot1 and thereafter it does not increase at 

all, being the aPe for an annual income of one ldll.ion and 

one dollars , two ldll.ion, or fin 111.l.llon dollars. 

n.. principle ot fixing the rate according to abillty 

to pq is obri.ously not consisteD~ applied wben inc0118s 

approaching or exceeding one lllill.1on dollars are reached 

because it is clear that those who enJor inco~~es of 'such 

sise are 110st able to pq. Tbia source ot added revenue 

should no looger be neglected. 

I re~snd t or your consideration, therefore, that 

the r ates and brackets of our individual incoJDe to.x be eo 

adjusted as to reaon the long-atanding discrimination in 

ta..or ot 't'&St inco ... by a~ tbe principle of grad....,. 

tiCil proa:z-.aaiwl;r to ann1181 in~s approaching and e:xceed­

ing Clle a1111Cil dollarS, 

101 
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The object of illY first t wo proposals is both to increase the 

Federal r evenues and to extend the principle or taxation in accordance 

with ability to Jl8T• ~ third proposal is identical in a.1a, but it 

rolates to the taxAtion ot' corporations. 

In corpora ted businesses, lllce i udJ:ri.duala , should be tax.d 

according to ability to pay. We have all been aware of the growinc 

domi.Dation of our economic life by a ralativeq small n1111ber of huge 

corporate enterprises, which often axarcise tho powers of aonopoq, 

These giaDt business org~mhations are now subject only to the saM 

flat corporation incoae tax r ate as tbat peid by their Sllaller co.­

petitors , In addition, tho dividends that t hey receive froll 8\lbaid­

iary and affiliated corporations are «d11pt f'rom all Federal taxatiOil. 

This exaption bu encouraged the creation ot' inter-corporate rela­

tionshipe , t he r eeults of which haTe been 110st unwboleso~~e in 1U112;T 

cases, 

The siu of some of these bu&• business aggregations is fer 

greater thlm that necessary for teclmical eff iciency; and tho u.1n 

object of such ~ue abe bas often been to achieve monopoq control 

and to wield large uoUDts of ecODOilic power. lloreover, t bere ban 

been 11a11;1 in8tancea ot PJl'U1d.ed control whereby a r ... ind1v1dual.e 

with a relati~ ...U innstaent baft been able to control t he 

savings of aanr... The reeult ot' this deTelo~ent has heeD to diTOrce 

control troa t he rim and respo!IBibllitiu or ~ahip. 
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Our ecoDOIIic atabillt;y 1B Jeopa."''U.Md bJ' such 8DO%WOUII 

bwlinesa a&&re&at.iot111, wbether operated aa a aincle corporat.ion 

or group of corporat.io1111. Certain rl£1d1t.iN in our acoDOIIic 

structure which hue retarded recoTeZ7 are tnceebl.e to their 

exiBtence. s.u er buaineaa enterpriaea, which llave alwe;re 

pl.qed a '111 tal pert in .berican eeonollic ure, bnve been plnced 

at a growing di~~advantage as more and 110re ~ our nat.ional •ealth 

baa passed into tbe control ~ a ! n creat IDiita, •hieh a. ... not 

borne their due abare ~ the burdm ot l'ederal taxat.ion. 

To eeet thia aituat.ion and to extend to tbe field of cor­

porate buaineae the principle ~ taxation acoording to abilley 

to ~. I propcae tor the ccnsideret.ion ct the Congress the 

substitut.ion ~a corporat.ion net inc088 tax graduatad aecordinc 

to size ~ corporate incoae in pl.eca ot tba present UJiitom rata 

ot 13-3/4 per cut. 

Tbe inc,.e tax rate !or s..Uer corporations aieht ftll 

1.03 

be reduced to lr>-3/4 per cent ~ net incOM, and that of lsrpr 

corporet.ions poaduatecl up to 16-3/4 per cent, With ncb claeeiticet.ion 

~ buaineaa entarpriaaa u tbe Coagreaa ~ cSaa. in tba public 

intereet. 
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Aa an adJilllet to t his graduatod tax oo corporate inoomaa, 

prorlaioo -t be aade to J'l'"*lt naai<lD o! euch tax tbroD&h the 

. 
deTice ot o=eroWJ eubs:l.diary or ettlliated corporatioos, each ot 

which lliabt teclnicall.7 qu&l.U)- ae a ..U ococeru, ..,. tho'Qih 

all were aotual.JJ" operated ae a single organiMtion. Tbe 11011t et­

teotin Mtbod ot preoent.1Dg such enaiooa would be a tax oo dirl­

d.Dde receind b7 corporatioas. 

lloreonr, such a cU...idtmd tax would prorlde r..,..,ue .troa 

incous which so tar have borne no pe.rt ot the Federal tax burd!ID, 

since dividlllds receind by ocrporatioos oot only are a-pt troe 

tbe ordiJiarT corporatioo iDcoae tax, but, wben rltbheld .troa 

iodividual atoclthol.dera, escspe all surtaxes. 

To give U.. tor tbe oecesaary ree.dJustllents ot corporate 

etructurea, this tax should begin at a low rate and be increased 

in euc:ceediog years . Bona tide in.,.steellt trusts that sulait to 

public regulatioo and pertom tbe t'Uilotioo ot perllittiDg alllall 

in.,.atore to obtain tbe bcetit ot a dberaiticatioo ot rlsk -:r 

well be exapted trom this tax. 

In ad.ditioD to proposing tor JOUl" cooaideratioo at tb1a aeslliCG 

ot tbe CoagrNs the t bree obeDgea iD our tax policiM tbat I ba.,. out­

lined abo-.., I cSN1n also to race md oertain others tor etlldT 

and f'lltUN legiahtive actiCG. the first ot tbese relates to the poa­

eihility ot d1IICOUI"8.ging the aoc..w.atioo ot uowi~ and -UIIP1"7 

oorporate ·~· Allotber relatee to tbe pollib111ty ot -uncinc 

the dietribl&tioD to atw""'ldC'll ot ace4ie1w or -ea••M1"7 corporate 
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assets alread,y accUl.'!Ul.ated. And finally, there is tb6 problea or tax­

exeapt seCUTitiea, the existence of which pro~s a sbel.ter h'oaa taxa­

tion llDd i'lp!ll r s the abilicy of state llDd loe&l gOftl'llaental l.llita 

aa wall aa tho llational Gonrn.ent, to bring about a liiOre equitable 

distribntion of the burden of the cost of gcm~maent. In t .hia connec­

tion, I have asked tbe Treasur;y Depe.rtaent to make a preHmjneey 

survey of the whole field of conflicting and overlapping taxation. It 

is now worlcing on this stur:liT in cooperation with tbe onl,y orgaoised 

Tax llevi.sion Council, wbos. ·nbers include repreaeotatina of Federal, 

State, aod low govemunte. 

Tbare is urgent need tor si.lllplification and clarification ot our 

revenue laws, together with a greater certainty and with less del~ in 

their execution. I 'llllllt to aoknowl.edie the tl.ael;y etrorta ot the Congress 

in ley1ng the beds for IIIIDY needed i.epr"''fSSMmtl! in our tax legislation 

and edpinistration b)' tbe careful studies of tbe organization and 

operatioo of tho rovenue system of our own end ot.ber countries which itl! 

committees have mc.de,. 
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Bow are )'out 

J'lme 18, 1~5. 
'l'u••da7· 

XoCt Prett7 well, thank 10U• Bow are JOUt 

B. X.Jl"t 

KcCt 

MoOt 

H.X.J'rt 

1111110: 

B. M • .Trt 

KcCt 

B.M.Jr: 

lloC: 

H.M. Jrt 

I 1a all. right. 

1'b&t1 • good. 

Look, Jllo. lloCoraack the Preddct -• tal.ld.JI8 to -abou~ that Pitsge;;ld up 1n Boaton. 

Yea. 

And I told h1a that I'd be TVJ' glad to a1 t down with 
10U and with Joe Xenne~ and gin you the 1na1de 
p1oture whioh I don't think J'OU have, aeet 

Yea. 

And I oalled up Joe and he aaid he oould oa.e at :Stac> 
t~rrow, IUld 1t JOU oare to o- down at :S::SO I'd be 
"VJ' glad to oont1dent1all7 tell JOU about Jllo. Pita­
gerlad, aeet 

.Ul right, I'd be glad to. 1'b&t'• aw1'ull7 n1oe ot 1QU 
to eall. and I appreo1a11e it ••rT .moho 

.lD4 I - cat I 1a goiDg t o tell you 1e 1na1de 'l'reaa1D"J' 
1nt-t1on. 

Yea. 

ADd I think 1 t will help J'OU aee the p1oture and I 
know atter 7ou•ve aeen 1t, I think JOU1ll aee - "ll -
at leaat ••• how I looked at 1te Thor•'• a Wbole 1na1de 
ator7 'here wbioh 1a not ••rT prett)', wbieh we•Te kept 
to ouraeln~t but tlw' Preaidct aaked- about 1t, an4 
he aa14 I tJUDk ,.Ou ooght t o tell lloCox M ok and Jt-ed;r 
about u, and he aa14 I think 1t woul.d .alre 1t eader 
tor thea. 

lloCt Yea. Well, all riebt, tb•nkae I 1ll be ~ at &tao. 

B.M.Jrt 

'J'banke, Ill'. Seoretal"J• 

Gooe,... 
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explai n why James 
was discharged. 

106 
Jype 19th • 

~r 
l!r"" 

asked Joe Kennedy to see him and ~ he would 
T. Fitzgerald, form,; Supervisor of Boston, 

Fitzgerald 1s an uncle to Mrs. Kennedy and that is 
why Mr. Kennedy has put up such a t i ght tor Fitzgerald. 

J oe Kennedy brought with him Congressman McCormick, 
who is also interested in Fitzgerald . 

H. K. J r . asked Irey and Relvering to prepa.re a report 
which he could read to Kennedy, outlining the r easons why Fitz­
gerald was let out. (Copy of this report is attached herewith). 
Steve Gibbons was also present at this meeting . 

Congressman McCormick pointed out that Fitzgerald has 
been a De1110crat tor 50 years and has given faithful servi ce to 
t he Democratic party. That was all he could say in f avor of 
Fitzgerald . 

H.K.Jr. pointed out that it was the Civil Service 
Commission that tired Fitzgerald and not the Treasury and had 
Fitzgerald not sworn falsely in the first place about his age 
he never would have been appointed . Fitzgerald' s recor ds show 
gross i ncompet ence and t he situation was so bad in t he Boston 
District that the Treasury had to appoint a capable pe~son to 
be put in charge and Sidney Sherwood was appointed temporar1l7 
1n Fitzgerald' s place. 

Kennedy, all through the meeting , was simply furi ous 
and lett with the reeling that the Treasury had not treated 
Fitzgerald fairly. He asked H.K. Jr. 1t the Civil Service 
Commission withdrew its letter to the Treasury would the 
Treasury r eappoint Fitzgerald. H. K.Jr. told him that he wanted 
to go further into Fitzgerald's r ecord and that he would have 
anot her meeting with Kenned7. 

Arter the meeting was over, Congressman McCormick 
went in to see Steve Gibbons and told h1a that he owed it to 
Kennedy to put up a tight tor Fitzgerald but that he did not 
care whether the old man was put back or not. 

The next day atter Starr H.K.Jr. asked Helnring and 

Kellott 1t the Civil Service Coaai'ssion should withdraw its 
let ter or June 5th in regard to Fitzgerald would the7 reinstate 
him and they both very emphatically said •no•. H.K.Jr . then 
asked them Why Fitzgerald was not tired long ago it hi s services 
had not been satisfactory and Mellott explai ned that he knew it 
was a IIBtter or time when Civil Service would tire h1a and he 

felt politically it was easier to get rid of h1a that way. 
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Ir..r prepared a further report on Fitzgerald dated 

June 2'th, cov.r ot which is enclosed herewith. 

B. M.Jr. talked to the President about his aeet1111 
with Kennedy and Concressaan McCormick and also gave the 
President a complete history or the oase trom the becinning 
to the end. The President agreed with H.M.Jr. that ,itagerald 
ought not to be reinstated. 

!o please linnedy, B.M.Jr. arr&~~~ed tor Pitzaerald 
to be given a 90 day appolntaent 1n Custou. 

Xenned7 aet B.M.Jr. at the White Bouse several days 
later and thanked hill tor giYiDI Fitzgerald a 90 day appolntaent 
and said "perhaps the old man won't lln longer than 90 days and 
then we won' t have to worry about him any more" . 
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JAJIBS f . Pl'l'ZGBRALD 108 
PORDR SUP:&HVISOR, BOS!Oll, JU.SSAORUSE'l"l'S 

Prior to hh appoinbaent Ill'. Pitsgerald was engaged tor a 
period of about thirt7 7eara in the business ot diatributtng beer 
and was a 2'80ti.t1er and conducted a bottle gooda store. He openl7 
talka of baYing fw.erl7 bem in the liquor blain••• and bu betlll 
referred to publicl7 aa an ox-saloon keeper and rua dispenser. 

In the form 376 tiled with hia application tor appoin~t he 
stat ed he waa born April 5, 18&9, thereb7 plactng his age below 70 
7eara. 'l'he e't'idtlllce indicates and he admits that he ... born April 
15, 1861. 

Be baa requested various perattteea in hia district to give -­
plo,..nt to personal tl'ienda and baa therebJ placed a nu.ber ot per­
eons 1n auoh positions and baa conaequt111tl7 inoorzed obligations t o 
the pel'lli tteea. 

Be has failed to cooperate with other agencies of the Traaa~ 
Depal"t;;Dent and ind1T1clual otricare who have been sent into hia dia­
triot trc. Waahtngton. Jl1a attituda h curt, 1Jipol1te, arrosant 
and hostile. It ia iJIIPOaaible to sit doa and diacuaa ottioial 
probl- with hi.a. Be ia either not interested or does not oo.pre­
hend the questions and di!'ficultiea of his j ob. 

Elrplo7eea ot the office who are believed to be honest have 
been atl'aid to tallc to investigators tl'oa Waah1ngton. Some of thea 
who have request ed that their names be kept secret, have stated tba' 
Aroh Jlolleil baa diarv.pted the JDOrale of the ottioe b7 interference 
in permit .. ttera and b7 oreattng the impression that he had •all 
the _,a jobs in hia banda.• 

'l'he principal ertdenoe indicattng the ino011peteno7 and unfit­
noaa or Ill'. Pitsgerald tor the position ot Supervisor 18 reneoted 
i n the person ot Inapeotor .Prederiolc '1'. O.llagher. 'fbia .an, Who 
began hia auooiation with Kr. Pitsgerald b7 drirtng hia aut-bile, 
soon boo ... his right-band .an and principal oontidant, to the ex­
tent that Pitsgerald i .. ued orders to other ottioera and -.pl.Q78ea 
ot the Serrtoe tbroush hia. o.llagher lllght beat be d .. ori~ed aa 
Pi tsgerald • a .an •PridaT'. Pertd. ta wh1ob it was desired be issued 
were pera011a117 .. de the aubjeot or inspection b7 Gallagher and 
favorable report b7 h1.a • Ria reports were in e~ 1natanoea =­
true, he .. de favorable reo endationa without proper, and •-­
tt.ea n o inapeotiOD, and in same inatanoea favorable reoommendatiODS 
were .. de were unfavorable atat-eata appeared 1n the reports of 
to~ 1napeotiODa and were of auoh a nature aa t o 1nd1oate olearl7 
Perlllta should not be iaa-d. ID ODe inatanoe Jlr. Pitsgerald per­
a0Dall7-"- an inapeotiOD of a plant, 1n ooapen7 with !Japeotor 
Gallagher, aDd he 1an.e4 a pertd.t 1n 8pite ot the taot that tba 
tiles ~ that the owner of the plant ... a bootlasger and bad 
been the aubjeot or untav01'&ble re})Orta b7 other inapeotora. 'fhere 
was one inat.noe wtwre 100,000 atrlp atUIIP• nre sold on a torsed 
application without aD7 illVeat1gat1on being .. de, aa required 'bJ 
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regulations. This number or strip s t amp s was probabl~ enough l:o 
aupply t h e whole or llew Engl.and and it wu a case in which the 
office waa groaal~ negligent in tailing to have t he proper in­
quiries JU.de. 

Jlr. Fitzg erald has failed to observe t he uanal oourtedea 
with reference to confidential communications received b~ him 
:trom the Departlllent with reference to prograJU and policiaa or the 
Dep&rtllleiDt. On aeveral oocaaiona he has sent copies of such let­
tara to mCIIIIbers or Congress. In one recent instance a c• wdca­
t ion waa forwarded to him ..rked •personal and con:t1dent1al", in­
dicating the necesait~ tor reducing the personnel or the Alcohol 
Tax Unit. Within twent~-rour houra a copy ot the letter was in the 
banda ot Congressman KoCormick. 

Jfr. Fitzgerald has proven hblaelt d18lo,oal to the Service and 
to the Head or the Department. He has addressed personal lettera 
to various persona 1n Which he critio1sed the adm1niatrat1on or the 
Department several~. 

The investigations have shown that 1n the State or Connecticut, 
where the association between Arch KcHe11 and ~. Fitzgerald was 
close and Aroh MoNell interested hblaelf to a great extent in per­
mits, t .here was a larger withdrawal or eaail~ cleansed denatured 
alcohol than in all other states or the New England DiVision; in 
:tact, withdrawals in Connecticut ot this character of alcohol were 
83% of the total withdrawals in the entire llew England district. 
There were twenty-one permittees withdrawing this character or 
alcohol in that State, and immediately after. t he b eginning ot the 
investigation directed ~ Waabtngton nineteen or these perm. ta were 
e1 ther withdrawn or voluntar11~ surrendered. EVidence was obtained 
which ahowe4. that proluiaea were -de b~ Gallagher that the pel'ld.ta 
would be returned atter -ttera had quieted do-.m. ·The excuses 
given tor the surrender ot these p81'!11ta were lack or business, keen 
competition, or other triT1al reasons, although heavy withdrawals 
had been -.de to the lildt ·or the allowance within a taw days before 
the surrender or ~he permits. It 1a significant to note that during 
the t1rat fiTe months or 19:\f there were withdrawn in Connecticut 
15:1!540 gallons or auch alcohol, whereas during the ltke period or 
193bt after the ,Departmental investigation, there were withdrawn 
12,7~5 gallons. 

The ver'J close connection between Jfr. F1t&gerald and Xr. lfoBeil 
1a sh own in the marked pages of the attached report or special 
aganta. 
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TREASURY DEPARTMENT 

WASHINGTON 

June 24, 1935. 

llfmiOrand.ll:ll !or the Secret &l')': 

I t ia =T opini on that llr. Jamea T. fi tzgerald ehould 

not be reetored to hi• former poeition of Diatrlct Superviaor 

of the .Ucohol Tax Unit in Beaton !or the following reuona1 

1. He placed hllllael! under obligailolla to liquor 
dealera whoae bullneao he waa o!~lcially required 
t o -.niae by requ.eatln& thea to gi"" ecplo~t 
1r their eatabliehmenta to rel atiTea and peraonal 
!rienda. 

2 . Re granted perml t a !or the wi thdrawal of large quanti­
tiel of epocially denatured , t ax- free alcohol ( the 
typea available !or beverage purpoeea) on application• 
from concern• previoualy denied auch perml ta without 
requiring any detailed reporta aa to the apocitic uaaa 
to which the alcohol waa to be devoted; he obJected 
to 1nveat1pt1ona being underta.lcen of any of theae 
permittee• by other 84'nciea ; and when lt became a~ 
parent that theee perm1tteaa were to be tnveat i 4tted 
in apl ta ot hla obJectlona oany of >.hac aurrendered 
their permita rather thall auhmlt their accoUZltl and 
recorda to ex•nlnat lon and invaatie-tion. 

The above tncta lndlcate to mo that effective admlnlatr.-

tion of the tax 1 .. 1 relating to alcohol cannot be ant icipated 

under the Jurledlctlon and cont rol of llr. fit~rald. 
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' J'.&lo!IS T. n 'l'ZOI!:IULD 
rotna:R SUPIRVISOR , BOSTCJI , M£88. 

lillie 24, 19311. 

lo'.r. Fit zcerald h not q~a1U'io4 1111dar tbe CiY11 SeM'ioe 
requi~nh tor appointment to tbe poe iUon ot Dhtrict SupeM'laor, 
i n tbet be ia onr tbe at;a l11111t ot aannt:y :reara. Wb1la no birth 
oartittcataa are aTailabla , Spacial A&ent Stayton examioed e oart1-
t 1cata ot graduation trom tbe Elliot Grammar School, abioh indicated 
that be completed grade aohool work on J'une .e, 1874.. 'l'l:lia would 
place hie 11&8 e t at laaat thirteen yaara in 1874., u.d would han 
•de h1lll Mnntf£atao in 1933 when he n• •HftUg,. Mr. J'Hscerald 
later adliilttiai iii wai 60m lprtl 1!, . e.n4 ..._. theretbre 
anct:r-tao :r-ara ot 11&8 at tbe t iM ot bia orlsinal appoin-.t in 
1933. Be concealed tbia ua11ticat1on bt.~•_g:(..t.e.J,ae_,tate-
.,.nta in a OWD n rao e~ atat-!t, aub-
1111 t ted w1 tb hla a pplica tion , in which • sa•• the date ot birth " 
April 111, 1869. 

Mr. J'itzcarald aollci tad -ploJIIIIInt tor trlenda w1 tb liquor 
companj.ea ed pendthaa who were aubjact to bia o tticie.l jurh diot1on 
u Supa rY1aor , u.d t h-b7 incurred obl1pt1on.a. Be aclmHhd Me 
aet1Tit1u in thh reapeot aa tollowa: 

( 1) Hia aon waa W~Plo:rad b7 tbe Felton Diati llins Colllpen7 at 
Boa t on, and While llr. F1 hsarald deniu aoll oitins tbU 
._ploJIIIIInt , be nanrtbeleea h ad dieoueeiona witb ott1oie1a 
ot tbU diat1lle r7 a a to bia aon • a qualitloatton . 

(2) 

(3 ) 

(4. ) 

Ha aant slr la abo were trianda ot bia to the ftrioua 
liquor bouaaa in Bolton tor aaplo,...nt, to wit, s. a. 
and C<811U7 and Hi~ 'llllker D1at1llery Capan7 . 

Pia roe 

He a tt.-ptad to MOUH a poaiUon tor • peraonal trland 
(TOlD Bole e ) w1 tb tbe Norlbaaa t 1'1na Coapan7. Bolee fta 
later .-pto:rad b7 J'aollall and Capan:r, aboleaale liquor 
dea1era, OWDed and controlled b7 the no t orloua bootlegar, 
B.n Undaa:r. 

It wa a o~ p.~~Uce tor hill to Mnd trlenda to the 
R:raa Corporation an4 J'ollll s . Doane COIIpiiiiY, abolaaale liquor 
daalera, tor th• purpoM ot aacurin& -.plo:ra•t. 
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( &) He aacure4 • podUon tor &no thor triend in a brewarr 
111 Boaton. 

---------

112 

lllr. J'1 tsc-rel4 wu our\ , hoatila, i.Jq)oll ta and u._4 011 arroPJ>t 
8GDer towari 1n41rtdual ottlcera aent into hh D1atr1ot tr<a l'ae!Uncton 
&il4 rehaed hla tull cooperation with other 'l're .. u.ry Deperaent Apno1 ... 
'nlo tollowina 1netucaa beat 1lluatnta thla atUtucte: 

(1) He ae1sa4 tadaral pepera tr011 11111aa I, Patteraon, Speo1al 
Apllt ot the Inhll1pnca 11n1 t and uaad by lllr. Pattaraoa 1n 
ca~~duoUna 011 1nnet1aat1on. llr. P1tsc-ra14 not olllr ru4elr 
aelsad th .. a pepera w1 thout eakina tor the~~, but axuJ.nad 
their coatenta . 

(2) He ratuae4 1ntonaat1on on another oooaaion to Spacial Apnt 
1 .... !halli'Jan IIIlo •• 1nTnUpUna a •tt•r conoeraina the 
Superrtaor'a ot11ca, which into~t1011 waa rtth1n tho lr:D.ow­
ledp ot llr. J'1 tsc-ral4. 

(3) He w.a 'Jer")' 41aoourteoua an4 retuaed to affor4 tull co­
operation ot hie ott1ce to Special .&c-nt !larry Dell8ler who 
waa the conducting and aupor'Jiaina a aquad ot ~Mn in 011 
iii'Jaat1pt1on raleTant to the Super..laor• a ott1oa. Be told 
llr. Denalar in 110 UDcarta1n tanu thet hie praacca waa 
unnacea..rr in tho BoptOD D1atr1at. 

(4) He a•-4 a lloat1lo, t.pol1ta an4 arropnt att1tn4a towrda 
Special Inapector F. I. Ph1Upa 4ur1na hi e 1nnaUpt1on ot 
the Spac1allr Denetured .Ucollol a1tuat1oD 1n C01111eot1cut , 
pert ot the Boaton D1atr1ct. 'ftU• boatila attitu'e wea oon­
t1nua4 ana aner Inapootor Ph1l1pa had preaente4 proper 
credantia.la aa to h1a aaa~t to tunoUoa uahr the direo­
tion ot tha Saore te.ry'o ottiea. llr. J'itsc-rold •de worl<1na 
condition• TOrr diaaareoable and cr .. te4 the t.praaaion that 
h• •• i-• to 0111 official oeuure 0114 rapeatedlf atatad 
that h la poll Uoal andorae.,.nta were Juat •• aced 1t IIOt 
bett er thaD Inapector l'tl1lipe'. 

(&) Be .... 4iaeovtaoua ton.r4 Special ~t l'aJ.tar lfarphJ *• 
he 1ntan1ewe4 llr. J'1tsc-rel4 at Boatoa 1a oODDaotioa with u 
otticla.l •ttar 1n'JolT1a8 the paroouel ot the Supaniacr•a 
omoa. 

'!'be pr1na1pel n14anoa i1141oat1na the 1noa.petenor IUid llllt1tnaaa ot 
lfr. ntacerold tor the poaitioa ot SUperrtacr ia retlaoted i .n the peraco 
::.t ln8))410tor h'Mar1olt T. llllllapar. 'l'b1a MD, n o 'bepA hh aNOdat1on 
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with lllr • Fitagerald b7 dr1Ti113 bia aut0110b1la, ao011 becau hie 
right-hand man and principal confidant, to the extant that 
1i tagareld hau.d orclara to other otticara and ... plo,.aa throllf!h 

hi• . . Mr. Fihgaral.d •••~ co-.pleta Juriadiction onr apeoiallT 
denatured alcohol per.tta, and aaaignad Inapactor Frederick T. 
Oellagbar to tunction tor ha in thh aportant claaa ot worlt. 

0$1lagher Mda ina~ctiona and r a.,ort.blf reporh on yariou. nn 

ap:!:ut na ioi!_ a _ r ana urad a1c~Y;arlid""nfr1harei'Md 
wl n a tor a nllllbar ot iildittils peftiflf'" .... ~~~ctr·~ 

(aYo£!bla ra22rta ha~~raTioualT bean au~tted~b, other Inapactora. 

In the •-r o?'l9~, continuins down throUsb· tliroh, lOU, tha 

allowanceo or certain apaoiallT denatured alcohol par.ittaaa in the 

State or Connecticut ware increaaad, and in other ina~cea new 

par.! ta tor large emounh ware approft4. The tile a ot the SUparrtaor' a 

ottica ahow that tnntT-ODa par.ita war e in axiatance durins thla 

period, and that their aaxi lllUII 1110nthlT allownca and w1thdrawa1a 

ot apaciellT denat ured alcohol amounted to 31,800 wtna gellona. Thia 

tigura rapreaanh a total increaae or 22,&00 dna pllona per 110nth. 

Inapector Clel lagher peraonallT .ada inyeatigationa OD elaTan ot thoaa 

perll1ta, which repraaented incraaaad withdrawala ot 22,3150 pllona. 

It 1a t.portant to realize the geographical location or thaaa 

t went7-ona parmittaea in order to appreciate the aigniticance ot thia 

aituetton. Tha twenty- one panai h ware all located in or naer the 

tour comers or an 1M&in&rl parallelosre-, the corners bains the 

citiaa or Br i dpport , llew Bann, Ba.rttord, and latarbur,, and tha 

diatanca batnan any two ot theee adjacent citiaa uerapa aboiR 

thirty or thirty-tiT• &ilea . (Bri d&aport ia the ho .. ot Archibald 

WcNail). Thaaa twenty-one permita, aa indicated on the attached 

bhib1ta 1.. and B, accounted tor 83" ot the total wi thdrawala in tha 

two torll!lllae 30B and •o, which were ellegedlT uad in a toilet 
water and bUr tonic •nutacturins indu.try. I"Urther co.parieon 

indicate• that the total rlthdranle or theaa twenty-one pana1h 

accoun-ted tor a~ ot all apaciallT denatured alcohol w1 thdrawn in 

the entire diatrict coTeriDg tiTe atatea, and uaad tor all induatr1&1 

purpoaea. 

Nin•taen or theaa twenty-one perm h war e not in axiatanca 

between 1ulT and October, lOU, durin& wbich tt.e this apacially 

denatured aloobol aitu.tion waa under inTaat1gat1on by inYaaticatora 

tro• leahincton. Inapactor Gallagher wu again in the toracround 

on tb a cancalla t i on or aurra~~der ot thea• par.ai ta, and pereonallT 

euparrtaacl tba aurrandar u.d the raaul~t cancalleUona in the Boaion 

ottice. In 1110at 1a.atancae the pa%'111 ta ware a1&1"1'8Ddara4 tor triTial 

raaaone auch •• DO buaineaa u.d incraaead co-.paUt1on, and 1t 1a ahown 

in certain 1netu.c .. that Inapector Gallagher dictated tbe parmi \tee a ' 

lattare or t raA..tUal nrrandarin& tile parmih. In ~Y oaMa • 

para1 t wou14 be e~ara4 on one daT u.d onl7 the 4aT prartou 

tha anUra curret 1110llt.lllJ allot..nt would haYa bean w1 tWraa u4 

pra-blr uHCt. The alcohol u .. d b7 th- twenty-one paraita bae 
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a nry mild denaturant by reason ot i h woe on the hUIIIIUI akin 
end ther.rore ia readily auaceptible to cleaning by alight ' 

diatillation. During prohibition these two formulae or 
apec ielly denatnnd alcohol, 39B and 40, wen the •in eourcea 

tor illepl 11(1uor, and cloae aupaniaion we Mintainad by the 
Prohibition ODit o~er parmitteee ot tbie character. 

114 

It 11 illlportant to note , hon .. ar, that Mr. Fitzgerald cauaed 
DO inTeatisatione to be aade during the 11Tea Of tbeae permitl , 

and it ia eingv.lar to nota that Iaepector Oellagber, who ...sa 
1114DY ot the innet1gat1one and who accompllahed the ultlute 

eurrander ot the permite , aede no ~inatlon or detailed report 

to Mr. Fltagerald aa to juet how tramendoue (IUaDtitiee or epecially 

denatured alcohol bad bMn ueed . '!'he only nporta that he would 

write were nry pertwlctory, and atatad the\ all alcohol bad ~en 

accounted tor. 'l'b1e 1a illportant by raaaon or the teet that thh 
epecielly denatured alcohol 1e tax tree when legitimately ueed in 

the manutaoture ot toilet preparation• and hair tonica. With 
twuty-one concern• controlling ~ of tba total J~W~utscturi.ng or 

a particular induetry there na bo1111d to be a chaotic condi tlon it 
theae concern• lett the industry w1 thln e abort apace or tbr.e 

montb.a . We t1nd no such conclitlon in New England, one! no dearth of 

hair tonica or other toilet prapa.rationa by reaaon or thia exoclua 
troa the induatry. With thie thousht in m1nd , the lack ot proper 

i.nnatigatton When theaa penal. ta were ieauecl., together with the 
lack of eupenieion and accOWltlng when they were aurranclered ia 

indioeti~e or negligence in the adm1nietretion ot tbie aatter. 
J.ttached ben to are charta indicating the name a and the wi thdranJ. 
allowance• ot the apecially denatured alcohol perDita referred to. 
Theee exhibi t a ware c0111pilecl troa the recorda of the Boa ton 

Supe~aor' e ottice. 

Orderly procedure na not followed in the matter ot inapec-
tiona by Inapeotor Ge.llasher or the mattar or appronl or hie report• 

and the granting ot perslta or inoraaaed w1tb4rawale. Former Cb.iat 

Inapeotor Tarr aade the eta teant that in certain caaea ai thdrenJ.a 

had bMD 1ncnaaed and perm1 ta granted without hie enr be'fin& aHn 

or appro ftc! the reports. ODder proper procedv.ra the iupaotlon 
report a raqulre the appronl or diaappronl o_t tba Obiat Inapector, 

end the application ia either eppro~ed or rejected attar rorael · 
eot1on 1a taken by tbia Obiet In.epeotor on the riO(IIIIIIIIIIdatlon ot the 

Ptlnalaei.,. .taaiatallt SUp~ao.r . .taehtent SUPenieor l'ranoia Kelly 

stated that be we generally ipond in the •tter ot granUac 
apaoielly denatured aloohol peml.ta or i,.reaaed alloanoee, and 
that a n-.r ot tb.eee ou .. bad bean handled entirely by In.epeotor 

Oallasher a4 Supeniaor :ntaserald. 'Ihe orderly prooadUl'a would 
further proTide th*-t attar an epp1ioat1on waa •4• a -rand• would 

~ prepued by the Pto1"111t Clerk, girtq wt.atenr lntomaUOil wu 
nailable 1n the til•• with reapeot to the eppltoant. In -Y inetalloea 
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increased allowance a were sranted in Inspector Ge.llagher• 0 report 
when the tilaa indicated that the permita abould not ban bean ' 
grant ed due to praY1oua bad record ot the applicant, aa indicated 
by preYioua r eport• by ot her lnapeotora. Inapector Ge.lla&ber•a 
reports were 1ncoapleta and aupertlchl and in ·~ 111atancaa 
telae and they did not pro•lde e proper baala on wbich atti~t1Ya 
ot t 1c1al aotlon na warranted by the SuperY1eor. In a nuaber ot 
1natancea report• ot Inapector Ge.lleghar bear the appronl ot Chiet 
Inapector Tarr, but be stat ad that in certain caaea the report a 
ware not recehed by him until attar the peral t had beea gran ted 
by the Supenlaor and the Chiet Inapactor' a appronl wae merely 
formal to proY1de a beeic record tor the action alread.y taken by 

tl5 

the Super.laor. He stated that in the latter part or 1933 and the 
first nine months ot 1934, Inspector Galla@;her waa eaatgned to tba 
Superrtaor , and the Chiet Inapector had nry little control ot hie 
moY-nta. He stated that only 111 a tew ouea were Inepeotor 
Gallagller'a report. routed throQ811 hh ottloa. In IIII!.Dy lnatancea 
lfr. Oallagller would 80 direct to the Peral t Clerk and iaaua 1natruc­
t1ona either tor the cancellation or the iaeuance ot a ,... permit. 
In ordinary ottlca routine these inatruotiona should hue coca troa 
the hrmiaein Aeahtant Supervisor to the proper aubordioate 111 
the Permit DiYialon. 

Mr. Tarr roterred part icularly to tbe oeea of the Dacmo Produota 
Company, New Hayen, Co1111ecticut , where an 1noreaae had been granted 
troll 2700 pllona par 1110nt h to MOO per month , 111 February, 1934, •• 
the result or a report ot Inspector Oalla@;her. He stated that thia 
increaee bed been Mde a1'ter seYBrel Yhita by the pamlttee to the 
Snperrtaor , and that tbe Supaniaor bad determined upon tbe incr ... ae. 
lfr. Tarr atated that be felt this action na clearly unjuatltied, and 
that inataed ot writing ftapproYed" on tbe i napaction report, he •rely 
wrote the word •noted" . Be atated that bla indicated epproTal in 
certain otber case a na tbe result ot Superrtaor li tscereld' • informing 
bim that he waa goi ng to take aft1rmetiY8 action on the application. 
Be alao r eferred to the cue of the Continental Trading Oocpeny ot 
Sprine:field, Maaaacbuaetta. In this ceae the application tor the 
perm1t and the withdrawal form tiled with the Bonded Alcohol Dealera 
all bore the date ot April 27, 193• , but tbere wae no report 1D tba 
tHea until 1UM 26, 1934, or two .,ntha attar the pera1t •• 111 
actual operation. Inspector Gallaper atated that be •de tb.ie 
inspection at tbe direction ot the Slql&rrtaor and reported t o hia by 
telapbone. SUptnitor .Qll!Prald .»eraonall7 •de the lnamtiOD ud 
granted the paraH to the B71ienic Pbaraoal Laboratory, !lew Bun., 
Connecticut , while tbe paral t ha4 predou.al7 ban deaied troa reporta 
ot Inepectora other than Oalla@;her. The prnioua unruorable report• 
had beaD due to the fact that the applicant had b .. n conYicted ot • 
Y1olat1on or the .. tloDAl Prohibition Act, and a large quantity of 
alcohol 1llepl.l7 poaaeaaed had been Hisd troa hia. 

- 5 -
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In tbe t el.l ot laet ,..r tbe penaitteea 1nYOhad were examined 

tonnal.ly by repreaantathu or tbe BuMau tor tbe purpoM or reqll1r1Da 

trom t hea en explanation ae t o tbe d1apoelt1on or the products cleiaad 

to have been manutac tured trom the epecially denatured alcohol wi t h­

draw 011 their penaHa. Reeeonable expl&ll8tioll 881 not rorthccaill&. 

It developed that proper r ecorda bed not been kept and that proper 

1napect1ona bed 110 t been •de. Certa111 o r thue perai u .. e atated 

that they surrendered their peralta on repreaentatione by I 11apector 

Cellagber that etter the pe11d1Dg inveetigation by t he o t t i cera or 

tbe Bureau had been completed , their peralta would be reetored to 

them, and that they aigbt aY01d the peJ118nt or tu b7 aurrenderin& 

thei r perai ta. 

llr. l"1 tqereld tailed to obse rve the uaual courtoeiu with \ 

reference to confidential communtcetiona end bee on eeveral oc­

oaa iolla transmit ted copies ot contidential matters to Members ot 

Congre .. and in other 1nat e.noea, be bee openly ori ticized the 

edm1D1etre.t1on ot the Department. J. "perao~~al end contidentlel" 

coiiiii:Wiicatlon per ta1D111g to the reduction 1D peraoDDel n a copied 

b7 him end eent to Cong:rea.-Jl MoCormJ.ck. 

ln We)', 1934, Inveet igator 1oeepb C. O'Eane waa a ee lgned 111 

charge ot t he entorcement or Alcohol Tax Lawa ill CODDecticut. Ill 

due oouree he wa s eellgned by Enforcement J.aaiatent Admi!lletrator 

Coyne t o 1D?est igete chargee made bJ reputable whol eeele druagis te 

1D CoDDectlcut to tbe et reot tho t the arlcat ne be1Dg t loodad with 

illicit alcohol. Inveetip tor o •Kane had berel r etartad with bla 

lllveetigation eben be wu c~lled on t.!!!_ tele~911e b7 S13f!!".!.Leor 

Fitzgerald who upbraided ~.tor making inquiriee with roepeot to 

epeo[iliy denatured alcohol perai to. Tile su2ervieor nrned llr. O'ICane 

tba t he wu to leave perw.l. ttMe flone, i&:i lwi had tlle aituetlolf well 

in band and he toia: hli t!Uit powrtlll 1nteruU were in a ~itlon 

to do h!!ll~,!...hapa· On the eaae date oiJtille roce1TiTa ter.phone 

call troa llr. J.rch1beld Molieil , 5at1onal Democratic eo-itteeiiiUl, 

aai<in& inqlliry with reapect to a brewerr •tter. J.t the - t1ma 

llr. Ucl'eil told O'Kane that llr. l"1 tzcerald bed intoraed Ilia that 

he, O' ICene, 88a to be 1D Boa ton on TUeedar or Wedneeda)' ot the t ollow­

i ns ... elc, Tile Su-pervisor bed inetruotad Inveatiptor O'X.ne to 

report to Boaton on the 2<ith ot 11llle but on the dar preYioue he • •• 

Tieited at Barttord bJ' supervieor rttzcerald and Inapeo tor J'rederiolt 

T. Cel.leper. 0a tbie occaai on the Superrtacr repeated hie w.rnin&• 
to llr. o•Kana not \o l ntli' rwH wnl1 epeorin,..-tlellit ured alooli:Ol 

pe~. It i6ii conclueion ot this oonterenc• Mr. F1tas&rald ne 

i11tor.ecl tbet Mr. Molle1l na TerJ' auch upaet at hnYiDS to nit tor 

tba Supel'Tieor blat that 1t the letter would hmT)', he could •• 

11r. llclle1l at hie hotel. llr. Fitas&rald lett to ••t llr. llclle1l 

- (I -
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and two daJII later, on 1\llle 2&th , lolr. 0'1Cene recein>d a telephone 
oall trom Mr. McNeil troa Bridgeport , during the couree ot which 
Mr. l.!cNe1l told him that llr. Fitzgerald had told hla what hac! been 
diecuaeed in their conference the preYioue da:r and he eaid he weo 
nr:r much UpMt about the •tter aJid he epot t40 to telephoae 
the Utorne:r Glnlrel N <!ueeting that Ianstlgetore ot the Depe..-z>t 
ot 1uatlce be Mnt to ::onnecticut to inweUgate the true condi tlono 
wt th r&II])ICt to the epeoiall :r denatured alcohol aUuetion. He eald 
that he had bun told b:rlllr. l'ltzcerald to call Mr. o •Kane and to 
~~ an appointment tor a conference with hia and tor o •Kane to 
talk treel:r and giY3 him the Mllee ot enrybod:r concel'IIOd. lllr. 
O•Kane oontiraoed thta appointment by telephoning his Superrieor, 
and the nex t day •ioi ted Mr. McNeil at Bridgeport. On thio oc­
casion Mr. llcNe1l inrormed lolr. o •Kane tully ae to the eubject 
matter diacuaaed by Meeara. Fitzgerald and o •Kane. During the con­
nraation JAr, XcNe1l told h1a that he had obtained the appoint­
""'nts or In.eetigetore llc01nneu, Ru.uell, llaetrich and lirb:r and 
t hat Poa~eter General Farley had told bi.m that he IIIUit "dellwr•. 
llr. McNeil 1Dtotwed llr. O•Kane that he wae on a rete1Der or tcooo 
a year frat llcKeuon and Robbin• at Bridgeport, wholeeale d.rugghto, 
and handled ell their atra1ra at Waehington, D. C. Be aa1d he lad 
been approached on all aorta or • ttere and he ehowed him an appli ­
cation or one Thoaeo DonoTan ot Wa terbur:r, Connecticut , tor a 
reotitier'e permit and also one trom Bdwin Bon ot Old Greenwich, 
Connecticut. It mar be eteted that both or thea• indiTiduala were 
at that time holdlrl or perodte to uae lplcially denatured alcohol 
but permite were later surrendered while the :r were under inTeetisation. 
Be also showed llr. O' Kane a letter trom W, B. Truxton ot 'laterbury, 
COilllolctlcut, in regard to gran ttng 1 pel'lll t to .., indi Yidllll who11 
na.e he did not diaoloM. Truxton 11 1 bonded alcohol dealer ud 
eupplled a nlaber or permittees that were Wlder 1n.eot1get1oD with 
epeoially denatured alcohol. l(r, llolle1l wao lnlah 1D hie pre11e 
ot Inepector Oelllgbor, descr ibing hla eo a his-hearted tine fellow 
who would giTe ODI anythins within hU power . .lt about the liM U• 
Inapeotor Gellegber told llr. o•Kene that tour perodthea had receind 
increaaee 1D e llowencu on the recoiiiii8D41Uon ot Mr. loloNe1l eod aug­
geated that llr. O'Kane set iD touch with llr. llcNeil. 

• .l~hibe~d !loNe1l ' a name appeero in the tHea or 118D)' ot the 
perodttaea ud he hea trequantly att-pted to uae h1o iutluence oD 
behal1' or th811 • It 11 a pperent trca the record that Mr. ru_a&!rald 
'fta undul:r intlu_!!c_ld by Jlr. llclileU Ui tbi con4uct ot hla ottioe. 

It may be Doted that Mr. Jitzcerald grented lerse wtthdrewala 
ot apeciaU7 denatured alcohol w1 thout re~tuirtng that legi tt•t• neede 
be ahon; that hi did not haft the proper tn.eot1ge.t1oDe • d• to 
determine whether or oot the a lcohol w1thdren wae being diTirted 
to illegal uaea and thmatteJIIPted to interfere with IDwatiptor 
O'lane 1D hie 1Dwatigat1on or thet •tter. Be bleed bi.e o t ticl al 
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aoUOD 1D \he graatl.Jl& ot pel'lli h oa npert1o1al u4 1aoa.plato 
report• ot IupHtor O..llepor, al\lloup 1D oorta1D caMe other 
1upeotora bad raocrr 114e4 rajeoUoa tor 11004 u4 ntt1c1at 
,__.. lD - 1ae\uoe ba peraOD&ll7 1Depoote4 u4 approTe4 u 
appl1eaUOD ot a peraU\H 1lllo had b- 4oa1e4 tuorabla ooe­
•14arat1oa be ..... ot b1a preyioua ooDT1o\1oa UDder \be .. t1oaal 
Prob1b1Uoa ut. 'ftl1a perait\H aurrw4ore4 b1a perait 1l!laa u 
ot\.-pt •• •4• to 1Dapeot b1a r.oorda. h alao appoera \bat 
bo 1~re4 roapoaalbl a ka7 .-plo,..a 1D b1a or ... 1sat1oa 1a .. ttar a 
whicb ao,_u,. zoetu1re4 tbo1r ooaourrnoa ud \hat •• a roauU ot 
hie irregular prooodure b1a ottloa •• ooaatuU7 1D a 4-rallaad 
oOD41t1oa. 
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lune 19th 

H.X.Jr. called the President at a quarter to ten 
this morning t o check the following things with hill I 

Bell tieures that we will need 750 w1111on to 
carry us through trc. 11117 1st t o Septeabtr 15th. 

119 

~~ Open lilarltet Co .. ittee Htts with .llr. Mor­
genthau at ll o'clock this .orning. He 1s coing to rec~tDd 
that we boi'I'01f next week 750 aillion worth ot n- .onq on 
lcng- tera bonds. 

H.II. Jr. strongl7 urced the President to get his 
tax message up on t he hill b7 12 o'clock to-da7. He feels 
that it is the PB7Chological .oaent tor the reason that the 
shock ot the President's Tax lleaaage will be oTer b7 the 
t ime Saturda7 arriTta, when we det1n1tel7 announce aar 
f i nancing. ~en, too1 the Finance Co .. ittee has postponed 
i t s meeting this .orrunc at which thq were coing to try t o 
boost federal l'tTtnut b7 pntting on n- l tTies on the 502 
milli on nuisance tax bill 1n the Senate. ~~ President's 
message will just take the blooa ott IJ17th1ng this Co~ttee 
Ifill 8&7 at their next meeting . 

The President approTed ot llr. Morgenthau' s borrow­
ing and also agreed to send his aeaaage up at noon to-dq. 

_j 
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NEW YORK HERAIJJ TRillUNE 

(,_I Cf 
' Senators Hint 

• 
Tax Boost on 

I 'Nuisance' Bill 
La Follette, to..,, CoruWly 

Make Kao- latenliou 
for Reveaue 111....--

Parley at White Ho~~~~e 
• 

Yeu-'olaeome LeYylleeelpc. 
flatlm•ledll ,117,411.000 
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The !Xc~tive ~ommittee of the Open Market Committee or 

the Federal Reserve Board met with the Secretary or the Treaaury 

in his off ice at 11 A~. Those present were: 

Henry Morgentbau , Jr., Secretary or tbe Treasury , 

T.J. Coolidge, UDder Secretary of the Treasury, 

Marri ner S . Eccles , C4vernor , Federal Reserve Soard , 

R.A. Young, Governor, Federal Reserve Ban.k or Boston , 

W.R. Burgess , Deputy Governor , Federal Reserve Bank of ~ew York, 

C. J . Seay, Governor , Feder al Reserve Bank of Richmond , 

M.J. Fleming , Oover nor , Federal Reserve Bank of Cleveland , 

H.P. Preston , Deputy Ooverbor, Federal Reserve Bank ot Chicago, 

D.W. Bell, Commissioner of Accounts & Deposits, 

Ceo . C. Haas , Bur eau of Research & Statietics , 

C. B. UpbSIII. 

Mr . Coolidge oaid that we ought t o have some $750 ,000,000 by 

September 15th. He expressed the feeling t bt $750 ,000 , 000 is a 

good deal to ask ror on a bid basis and that personally be does no t 

like to s el l a big bond issue tor cash just now. He is reluctant 

to give up the biddi~ method and suggested the possibility of 

$500 ,000 ,000 on a 3 year note and a cont inuance of biddi ng tor 

~100 ,000,000 .i.ots . Cash could be adjusted through a reduction i.n 

bl\ls it necessary. On the other band , be said, i t we are to stop 

bidding be would like a lar ge note i ssue or $750, 000 ,000 and a 

conversion or lourtb .-l/4•s. He said he does not like to go 

through tbe summer without asking tor any bonds. 

Mr . Young said that the Executive Co.mittee bad talked some 

among tbem.elvee aa4 were or tbe opinion t hat we should go akesd 
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, with the bidding . He suggested the poeeibi~1ty o: a double 

proposition l ater -- the pricing of an issue together with a bid 

basts offer . He t hought the committee was unanimous now tor a bid 

offering of from ~00,000,000 to ~150,000,000. 

Mr. Burgess was or the opinion that the Treasury should repeat 

its bi d otter . That wo~d mean a consistent prograa. The bid 

program sho~d be s l owly developed . The market i s in good shape . 

Be said he bad been skeptical at the s t art but now thinks it would 

be wise to continue . Re sul t s on t he s econd o f fer will be batter 

than on the first . The Tr easury wil l have anot her string t o its 

bow. Be t hought , however , thAt not all new cash should be secured 

by the bi dding method. 

Mr . Seay commented that t he bonds offered on a bid basi s 

before now show a pr of it t o the bidder or to the secondary buyer . 

Mr. Coolidge t hought we would get higher bids t h i s time . 

Mr. Morgenthau told t he group what is running thr ough hie mind. 

Be sa id it is not exactly rear . A few people told him that they 

like very much the idea or quarterly f inancing. He reels that t~a 

Treasury sho~d take money when it needs i t r ather than when it 

is c~eap. He commented on the difficulty or certainty in estimating 

expenditures . The ~750 ,000 ,000 which Mr. Bell says he will need 

is • 400 , 000,000 lese than the estimate gi ven t o Kr. Bell by the 

spendi ng agencie s . He sai d he was frankly a l ittle nervous when 

the Treasury gets below $1,000 , 000 , 000 cash balance in t hese t i .. e . 

The French episode might not have gone. ~ devaluation war might 

have reau~ted. It is a comfortable reeling in the se ditfic~t 

( times to know that you oa.n t urn around tor two or three montlla 
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wi tbout having to go to the market . He instanced the ract that 
~ 

a raw days ago the Treasury did not know tbat the Federal Reserve 

Sys tem bad $150 ,000,000 notes to turn in -- ~r. Coolidge being 

away -- and the Treasury broke out into a cold perspiration 

because or the seeming necessity for a high cash payoff . 

wr. Morgenthau said tha t no one has criticized us for carrying 

s heavy balance. People generally seem t o expect a dull sWIIDl8r 

and a good Fall. He ia a little pessimistic and not so sure this 

i s right . He does not like to let the balance run down too low 

but thinks it should be kept at $1,000, 000 , 000 . Shall we orrer 

bonds on a bid basis? Mr. Morgenthau thought no one could say it 

was a s ign or weakness it we asked ror new cash now. September 15, 

19~4 and November of 1933 are not so tar back. He said be is a 

burnt child and will feel better if we get back to a cash balance 

or ~l ,OOO ,OOO,OOO, particularly in view or the rac t that we can •t 

be too sure about our estimates . He said there might be a war in 

t he Far East tomorrow. We can't tell. He admitted frankly that 

he bas changed his v iews s i nce the last meeting -- and thinks that 

maybe we made a mistake and should go back. In any event, hs said, 

the group was entitled to an expanatton or his position . 

vr . Young said that be agreed with the Secretary absolutely, 

tha t ~1 ,000,000,000 is the minimum cash bala.nce that should be 

mainta ined. He said , ond wr . Bur gess agreed with hta, that while 

this attitude may be largely psycbological , tbere nevertheless is 

good reason back of it . 

Mr. Morgent hau said be though t we could sell $500,000 ,000 or 
I' 

2- 7/8 bonde . 
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Mr. Seay asked about the net err ect or the retirement or 
Console and Mr . Coolidge said that the cash balance would be 
drawn down by about $~0 ,000,000. 

It was agreed that there was a good deal or contusion about 
how the retirement or the Console was being handled and it was 
thought that perhaps it would be well for an explanation but 
no statement tor QUotation to be given out in New York by the 
t'1 r~t or July. 

2S 

Mr. Morgenthau asked bow and when $750,000,000 could be 
raised. He suggested $500 , 000 ,000 oaeb orrering ,then t irst week 
in July and f irst week i n August $100 , 000 , 000 or $200 ,000,000 
bonds on a bid basis . He suggested the poss ibili ty or a 
J5oo ,ooo , ooo cash offering or 2- 7/Sth bonds at 100- 1/2 next week. 

Mr. Burgess was o~ the opinion that it was too soon for a 
big operation in bonds . There have been too many operat ions 
recently. The market has taken a lot and there is much s till 
in the hands of the wholesaler. 

Mr. Morgenthau esked if July 1 was a good date and Mr. Burgess 
replied no , that it IIIla awfully close t o June 15th and the 4th 
came in that week. He thought that July 15th was soon enough and 
that a 3 year note would be a good thing to offer. 

Mr. Young thought bonds on a bid baste July 1 and notes on 
July 15th a good idea . 

Mr . Coolidge said the market is expecting a bond. He suggested 
a $500 ,000 , 000 note issue and bonds at the same time. 

Mr. Burgess aaid i t was too soon - - t aat it would look as if 
the Treasury does not know its mind. Tbe market would ' e taken 'Y 

Regraded Unclassified 



~-

surpri se, which i s always bad . They expect bonds on tenders. 

It i a not Just a quest ion or psychology. The trading banks as 

well as the traders get their portfolio set up on the basis or 

what they expect. 

Mr. Morgenthau said he was surprised that no one had 

cautioned against a new i ssue on the gr ounds that the permanent 

depcait i nsurance plan is a dist urbing rector . 

Mr . Burgess said they care tremendously about that but i t 

does not arrect the i r investment policy. 

Mr. Young commented that the Boston bank woul d lose all or 

i ts member banks i n Connecticut. 

time . 

Ur. Seay suggested trying $200,000 , 000 on a bi d basis at a 

Mr. Bur gess thought that would be a mis t ake . 

Mr. Coolidge suggested ~150 0000,000. 

Mr. Burgess said the or·erint ought to be identical with the 

f irs t -- t hat a change would make a diff er ence 1n the price. 

Mr . Morgenthau said that wouldn ' t Fi ve him much money. 

Mr. Bell said the balance would probably be around $~00 ,000 ,000 

to ~600,000,000 by :Uly l et and we might l ose $200 ,000,000 by July 

15th. 

Mr . Morgenthau suggested ~100,000,000 bonds aDd $100 , 000 ,000 

notes . 

Mr . Burgess said that would be pulling something new and that 

the dealers haYe notes on their shelves . 

Mr. Seay commented that be had no idea the market was sa 

touchy as that a nd Mr. Burgeaasid it is . 
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( ~. Korgenthau said ha wanted a bond instead or a nota end 

( 

r 

be would like to have a bond ror t he whole ' 750 , 000,000 between 

no• and July 15th. 

Mr . Coolid~e asked i f tha t meant selling no more bonds 

until September . 

~. ~orgenthau r eplied that he didn't know. 

~r. Burgess referred to the conver sion or Fourth 4-l/4's as 

a b14 operation ahead and suggested that we leave the bond market 

vory much al one . He thought that the part of prudence. He said 

~200 ,000 ,000 or +300 ,000 , 000 on a bid basis would aot do any 

harm . 

~r . Morgenthau again suggested $200 , 000, 000 lots on o bid 

basts and Mr . Burgeso said he was sure this should not be done. 

Mr. Coolidge said al so that ir we had a bid orrer ha would 

like to have it go sa well as possible . 

Mr. Bur gess said ~200 ,000 ,000 would leave a sourtaata but 

t hat the market would take $100,000 , 000 and like it. 

~. Mor genthau a gain said that he would like to combine 

v100 ,000 , 000 bonds with ~100,000,000 not es , 

Yr. Bur gess said don ' t pile it on too rast. He t hought the 

Treasury cash position O.K. 

Wr. Coolidge said he was not afraid to do it if we must . 

Wr. Korgenthau said he wanted to keep 1939 rree ror an 

emer gency. 

Mr . Bell suggested the open date December 15, 1938. 

Mr. Morgenthau commented that be and Nr. Bur gess had s wapped 

positions s ince t he last meeting . He asked what t he thought was or 
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co~tning lll!ljor ttnanctng/tour tt.mes o year. 

Mr. Burgess said that be bad never favored that, but that 

more important than the date is the method. Large offers should 

be for the most part to1· subscriptions but not necessarily on 

quarterly dates . 

Yr. Coolidge said be would like t o put in a bottom price on 

bond bids . He would prat er to take ~75 ,000,000 on a ~00,000 ,000 

otter rather than accept bids below the market . 

Mr . Eccles aoked tr a bottom price didn't indicate what you 

want and t end to increase t he chanoee that you won't get tt . 

Mr . Morgenthau said the small banks don ' t know What to bid 

but he regarded it as a sign of strength not to have a bottom 

price . 

Mr . Coolidge said he thought the bottom price & sign ot 

strength . 

128 

Mr. Young a nd Mr. Seay expressed agreement with Mr . Morgenthau •a 

view. 

Yr . Coolidge said he t hought i t not important but that it would 

concentrate the bids close to the market . 

Mr . Morgenthau asked tor suggestions what to do. 

ur. Ecclos favored $100, 000,000 on a bid basis end said we 

should be prepared to continue t hat tor two weeks, perhaps 

increasing the amount depending on conditiou . He sue~~:ested also 

a $500, 000 ,000 note between now and the 15th or July .aturlng in 

l~SQ. He said bonds on a bid basts and a note ortertng are not in 

( contltot t ogether. 
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Mr. Burgess said the New Tork market is a big !actor. There 

is a limit or ID•mnn capacity to deal with two things at once. 
worst 

Mr . Morgenthau asked Mr. Bell what his/cash balance wodd 

l ook like on the 15t h if we had only ~100 ,000 ,000 bid bond 

between now and then, to wbicb Mr. Bell replied thnt it would be 

about 0500 ,000,000. 

Mr. Coolidge ' s hunch is for etoO ,OOO ,OOO bonds and 

$500 ,000 ,000 3 year notes at tbe same t1me - - the first or tbe 

15th , e ither one. 

Mr. Young said be would wait until the 8th for a note offer . 

Mr . seay said thnt he would certainly orrer the t t oo,ooo,ooo 

bidding bondn but was not prepared to say as to the time or the 

notes. He thought that could be done together and could be done 

next week but was willing to defer to the idees or those close 

to tbe New York market. 

Mr. Burgess wanted to bold t he note o f fering over until 

July 8th. 

Mr. Preston was tor of f ering both at the same time . Be 
two 

said we have two classes of customers on the/securities. 

Mr. Coolidge thought a note offer might reassure the people 

wbo don ' t want too many bonds on a bid basis. 

Mr. Burgess said t here were two objections to a note offer 

along with the bonds , (l) the notes have not been digested, nnd 

( 2 ) it is h•uaanly impossible for telephone operators and market 

cler ks to handle both at once. 

ur. Fleaing was ror the ~100 ,000 ,000 bonds on a bid basis 

and for waiting to see how the market turns . 
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( Kr. Korgenth u eaid he d14a't like to t.pose on the 

committee by asking thea to come down too often but that it 

might be well to postpon. definite decision on the whole prograa 

ror a l i ttle while. 

Kr . Burgess commented that i n the old days these things 

were frequently decided without any meeting and sometimes 

without any telephone oonYer sat1ons -- and, be added , sometimes 

in Pittsburgh or elsewhere . 

Mr. Morgenthau said things are not on the same scale now 

and times are different. He said that the meetings are very 

helpful to h111l. 

Mr. Burgess replied that they were helpful t o t bem also . 

It was agreed that t here would be a ~oo ,ooo ,ooo orrering 

( on a bid basta nert week and that the decisi on as to a note 

issue would be deterred . 

Everyone but Mr. Coolidge opposed f ixing a bottom price 

ror b ids on bonds . 

Mr . Cool1d@e asked if it were better t o take ~75,000 ,UOO 

in the case or 1nau!tio1ent bids or to go rather low. 

Mr. Seay was tor turning down low bids . 

Mr . Burgess waa or the opinion that there was no need t o 

woTry about that. 

Mr. YOWI8 said he would l ike t o think about 1 t , but be was 

inclined orrhand to say, •take the low bide". 
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Mr. Morgenthau thought it would be better sport..anshlp. 

Mr . Burgess said we would get more bids this time then last . 

Mr. Morgsnthau asked Mr. ~rgess if he wanted to sell him 

any bonds or buy any and Mr. Burgess replied ~no~ . t hat be was 

satisfied . 

Mr. Coolidge asked if there was a ny reeling as to the time 

during whtoh bid offers should remain open. Mr. Yorgenthau thought 

tha t three days was not t oo long. 

Mr . Young commented that the dealers wait until the last 

minute and suggested closing without notice. 

Yr . Burgess said notice must be given. 

Yr . Coolidge aaid we would get a good price if nothing 

( happens in the coming week to upset the market . 

Mr . Morgenthau commented that the Treasury never buys or 

sells before an issue to arreot the market . 

Mr. Burgess commented on reports thAt the f ederal Reserve 

System was converting its lone term holdings into short term 

and said that this is evidence tha t the ?ederal Reserve System 

i s not operating ror profit. 

Regraded Unclassified 



l\me 19 , 193~ . 

( A group -t 1n the otrtce or O'Dder Secretar)" Cool148e to 

dtacuss the Banking Act or 19~ 8Dd t he bank recapt~elization 

prograa. Those pr esent were: 

Henry MOrgenthau , lr. Secretar y ot the Treasury, 

T.; . Coolidge , Under Secreta ry ot the Treeeury, 

lr.T. O' Connor, Comptroller or the Curr ency, 

lease lones , Chairman, RFC , 

Leo T. Cr owley, Chairman , FDIC, 

Marriner S . Eccles , Governor , ~ederal Reserve Board , 

John K. VcKee , Chter Examiner , RFC , 

Sam K. Husbands , Assistant Cbiet Bxaminer, R?C , 

l'I.P. Folger, Cbiet, Nationa1 Bank &xaminer. 

Robt. L . Hoguet , Tr. 

C . B. Up.hea. 

:132 

Kr. ~rgenthau asked where Kr. Crowley s tood with respe ct to 

permanent insurance. 

Mr. Crowley report ed that they bad so tar 173 applicat ions 

tor Class A stock. He sai d some s t a te member banks were threaten­

ing to withdra w. There is some agitation emong St ate bank 

commissioners . A Chicago Tribune s t ory had I llinois depositor s 

frightened. There are two stor ies from the Hill . One that there 

must be a Joint resolution extendine the temporary insurance , the 

other that the tull Banking Blll can be brought out next TUuday 

and psssed. 

Kr. ICorgenthau sa id be thought i t illlportant t hat we ell s ing 

the same song and that i f we ~o not that everybody should know it. 

He referred to the s t a tement tha t bad been issued by Kr. Crowley 
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( and thought t he publ i c react ion t o it had been good . 

Mr . Cr owl ey said that t he b i ll went up on Febr uar y 6th and 

that ever s inoe t hen he had been a me ssenger running back bet ween 

the Hous~ ~nd t he Sena t e SUb- committee. Title I bas been put 

t hrouah with very ~ew changes. Enemies or the b ill as a whole 

ere multiplying . The r eason llr. Crowley opposes a Joint resolu­

t i on extendi ng tbe temporary plan i s t ha t you might as well pass 

Ti tle I now ae have the s ame fi( bt all over again 30 days t r om 

now. He is tryi ng to pass the bill now. 

There are two elements , he sai d , t hose who want no Title I I 

at all and those who want a mor e radical Ti t le II. 

Mr. Yorgentbau asked how we could stop the passage or a joint 

resolution and Mr . Crowley said a t least we do not need to advocate 

C it before , say J une 29th. 

Mr . Eccle s agr eed with Mr . Crowley absolutely - - that we 

eho•~ld not at t his time consider an extension ot tbe tempora ry plan. 

The Sena te can pees t he b ill rest if they know they must. Ir we 

gat to June 28th and it seema necessary -- pass a 30 dey extension 

as a laet resort . He s a i d the Hous e will not pass a Joint resolu­

tion extending t he temporary plan even then , unless the Pres ident 

requests i t . 

llr . Jones sai d t hat he was not so hopetul that the bill would 

be through by July l unless spl i t . He sugges ted that we let nat ure 

take its course - - the r esponsibility i s on Congr ess . 

llr . Cr owley said that it there is a 30 day extens i on i t will 

give aoa~ber baake a chance t o get t ogether and withdraw rroa 

the temporary tund . The PDIC bad 19 withdrawal notioaa on June l. 
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.C' Re tavora a Joint resolution i t necessary but ia opposed to proaoting 

•• •• • 

ur . Eccles said it woUld not be ao bad to have an extension 

it t he new bill were out or sub-committee but a 30 day extension 

now will Just g ive the sub-comm1ttee 30 days more to keep it buried. 

Mr . O' Connor said tha t he had t aken the same position since 

lanuary and knows tha t he i s 1n the minority. It the 3 Titles 

are left together there will be no banking legislat ion . Re made 

the suggestion tha t we look at the practical aide o r the s ituation 

and the ef fect on the Treasury today. He sal~ that if the bill 

ware reported tomorrow by the sub-co~ittee it would be absolutely 

impossible to pass it before July 1. 

Mr. Jones asked why. 

( Yr . O' Connor said because it was neoasaary for a conference 

between the two Houses. In the Senate there are two oppositions . 

one made up of those who are f i ghting the President on everything 

and the other made up or those who are fight ing the bill ror 

particular reasons. We mus t be prepared tor permanent insurance 

on luly 1. The Comptroller must appoint a recaiv~ ror one National 

bank in Englewood• Ill inois which is 100~ liquid. The President 

or thi s bank would welcome action by the Covernment to close hie 

bank . 

Mr . O' Connor pointed out tha t while under general law the 

Comptroller is not required to appoint a receiver tor a bank that 

is insolvent he must appoint a receiver for every national bank wh1cb 

on July l st baa not become a Class A s tockholder 1n the FDIC even 

() though solvent and wholly liquid. 
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(' Mr. Mor genthau asked Mr. o •connor hie opinion about a joint 

( 

-

r esolution extending the temporary plan . 

Mr. O' Connor said he a eread wi th Mr . Crowley thet a 30 day 

extension would be no good -- we would have the same problem a t the 
end of 30 days . 

Mr. Jones asked Mr . O'Connor what he would do. 

Mr. O' Connor replied that he would get Title I out an d paeeit. 

Wr. Morgenthau commented that the President opposed doing this. 

Mr. !coles said that he certainly oppo~ed separating Title r . 
Mr. O '~onnor said he was for saving the country agains t any 

men's opinion -- that he does not like to see a crisis develop 

which Ifill u.ndo everything that the Administr ation baa done for t he 

benkill8 eyst•. 

Mr . Coolidge said everyone bad agreed that they don't want the 

permanent plan now on the books . He favored en extension of tm 

temporary plan Just beyond the time when Congress can be expected 

to adjourn. 

Mr. Morgentbau refe r red to t he 050o, ooo,ooo t ax bill renewtns 

levi es expiring June 30th. The Treasury did nothing in t hat situation. 

Th6 Chai rman or tbe Ways and Means Committee took the responsibility, 

put through a gag rule, the s ecretary was not even asked to come out 

and the a1 tue tion was taken oa.re of by Congress -

Mr. Morgentheu sai d he would t a lk with the President t his after­

noon or tomorrow end let everyone know the result of hie conversa­

tion. Be thought it might be well t or the ba~anoe of the weak, at 

least, to let nature take ita course . Pending a aeaoage from the 

~ Presi dent, he thought there should be no division of opinion froa 
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( tbe group on a Joint resolution. He eald be tbou¥ht it very bed r~ 

some to urge aotion and others to oppose publicly. 

Mr. Korgenthau r eferred to the conrer enoe whi ch he bad wlth . 
Senat or s Fletcher and Byrnes and the idea sprung on him a t that 

time by Senator Byrnes tha t the Board should choose ita own 

Chairman . He recounted that be bad told Senator Byrnes that 

be thought the President s hould choose the Chairman and that the 

Comptroller and the Secretary should either both be on or both orr 

the Board. He thought 1t important on quest ions or this kind 

whl oh might be asked or other members or the group that there 

should be agreement and unitormity or answer. 

Kr. O' Connor comment ed tha t be didn ' t f ind so much opposition 

to the permanent plan now on the books -- that the bi g banks say 

( since all or their deposits are being as sessed all or their deposits 

should be insured. 

Mr. Cooli dge asked it the group bad agreed to oppose new 

suggestions tor inclusion in Tit le I I or is i t still open t or 

amendment. 

Ur. Morgenthau s a id be t hought it was still open on t he 

question or the ~pulation" or t he Open Market Committee. He 

eaid tbat ir any one ot the group wanted to have a meeting or the 

group t o call ~r. Upham and ask him to arrange one. 

Yr . Cr owley said be tbo~tbere was great danger or anyone 

in the group stirring up the House -- that it will cause dirtioulty 

a t tar Senate aotion . Tba House may have to back up a little and 

they bad better be lett al one . 

( > At this point, Yr. Uorgentbeu lett the meetine. 

Regraded Unclassified 



13? 
-6-

Kr . Eccles said the House will not pass the Joiat resolution 

proposition unless the President asks tor i t. 

Mr. Crowley said he thought the House would . 

Mr . Coolidge commented that there are only 9 working days 

lett before us t o get the bi ll through JUly 1. 

Mr . Cr owley said the two sides are not tar apart and they 

can get agreement in a hurry. 

Mr. Coolidge said he thought it impossible to get the bill 

signed by July let and t hought the temporary plan should be 

S'ltt ended. 

Mr . Cr owley said that if the bill were in conference by JUly 

l it would be alright to put Title I through separately. 

W.r. Coolidge, said , whatever happens don • t put the permanent 

( insurance into etrect. 

Mr. Crowley said , don•t let ' s ~ool ourselves that it can't 

be done , and that it it were i t would wrack a lot or i nstitutions . 

The group t hen turned its att ention to the bank recnpitslization 

program a nd went over a list of banks which had been prepared by 

Mr . Hoguet. Individual banks on the list were taken up and discussed 

a.nd Rl"C collllllitmenta made on a number and others given over to dispo-

sition by the FDIC . 

0 

N. B. On June 20 , at t he request or Secretary •orgenthau, 

»r: Upham notified Messrs . Jones , Bccles, Cr owley and 

o•connor that the President ravora letting nature t a ke 

its course . 
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Dictated June 19th 

Sunday night, June 16th, for supper bad Olipbant, Baas and Robert Jackson and went over the proposed message on taxes for the President . Just as soon as the men told me that these suggestions for new sources of revenue might produce three quarters of a bill i on dollars, I saw the 
danger that Congress might "grab• this money for some un­wise purpose - such as the bonus . I, therefore, suggested t hat the speech should start out with the following sentence, "Looking forward to the balancing of the budget, etc . etc." The three men were most enthusiastic about this suggestion as they felt that not only was it a wise suggestion but i t would take a great deal of the curse orr the message and would also attract certain friends to it Who, lacking the reference to the balancing of the budget, would be opposed to the interitance tax. 

The President saw me promptly at nine o ' clock and, to my surprise, again found Felix Frankfurter there as be had also been there on the previous Thursday evening when after dinner the President took Felix FrankfUrter and myself into a r oom and went over an early draft of the tax message plus a revised draft by Ray Koley. Thursday evening the Pr esident told me t hat he did not want to include inter­corpor ate dividend taxes . I argued with him at that time and convinced him sufficiently that he said I could include it amongst the four principals of new taxation that be would ask for but to put a question mark after it . In going over the tax message Frankfurter contributed very little other t han reading some Canadian document on business and taxes. 

I broke up the Thursday meeting by saying to the President, "if you will give me the Treasury draft pl us Ray Koley ' s we will be glad to go over it once more and prepare a final draft for you. When would you like to have us bring it back?" Be said, Sunday night. I think I pulled a rast one because I believe that Felix Frankfurter was there for the purpose of whipping the message into shape and I am sure tha t Koley expected to put the touches on the final draft. We had been invit6d to dinner ro~ Thursday night to celebrate Bobby Fitzmaurice's birthday and I did not haJe the al1ghtest notion that the President was going to go over his tax message . As a matter of fact the Treasu.ry draft that he used was one or our first drafts and we had waiting for him for some time a later improved draft. 

The President's attitude was most peculiar all tbru the meeting Sund117 n1.ght. He constantly turned to Felix Frankfurter for admiration and approval on everythi ng that 
he said. 
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He was constantly showin& orr and doin& it in a rather 

unpleasant manner 1eaatngly tor the benefit or Felix Prank-

turtn. Attar seein& l"elix Franlct'urter at several aeet-

1n&s I find he alw47s uses the President. and constantly 

plays up to h1a in a rather bootl1ckiJl&, "sc~iChlin&• 11an­

ner. As a utter or tact, l"elix F'ra.nkturter irritates •e 

and I 811 sure I 811 not at rq best when be 11 there. 

Before the President started to read the message I 

said, will you put in this sentence and keep i t in s1nd while 

you are readin& the whole aeasage and when you are halt way 

thru I will be glad to argue with you as to whether the Col­

lowing sentence should be used or not. the sentence was 

"Lookin& forward to balancing the budget•. !he President 

thru back his head and roared and said, we have Lew Douglas 

with us again. I did not answer and he made several tarcas­

t i c wise cracks and I kept saying very qu1e t l1 but forcibly, 

just keep the sentence in sind, "Lookin& forward to balancing 

the budget•. We then went thru the whole speech and again 

he gave us a long argu.ant wh1 the tax intercorparate divi ­

dends did not belon& in the speech. He says it is a separate 

iasue. the man on the street would not understand it. JCY 

gang all stuck b:r our guns insisting that that reuin in. 

tJnquestionably the President has SOlie ulterior IIOthe for 

leavin& it out and repeatedly at Cabinet when the Vice 

President would br1n& up the question that we IIUSt do so•e­

thin& to break up the big business the President would al­

wa,ys turn to me and say, Henry bas the answer and he will 

use ic at the right ti e. 

We then cllllle to the point where we showed bill what the 

revenue figures would be and again the President argued 

against saying anything about balancin& the Wdget and when 

he got a little bit \oo sarcastic I said very quiet!;r, I 

remember Kr. Pretident, that on JUly 2, 19&8 in your 

sessage to the London !conoaic Conference you saw tit to 

tell the world that they should individuallY balance their 

bud&ets - and I IIUSt say that he took i t rather well - an4 

as Oliphant tol-d' d atter the seet1ng, I certe1nly had 117 

nerve with ... The President then said, let us put i t 

this W&T, we will ue the •oney !rca the inheritance tax to 

decrease our public debt. (Dan Bell subsequent!;r told •• 

that this was neither feasible or legal). 

When I got up to ao, I had been very quiet, the 

President grabed hold or liT ar• and said, I have Dean haviDC 

a grand t1ae teuiD& Henry all evening. Has it not been tunt 

That was his way ot showing •e that he mew be had been un­

necessarily unkind and telt sorry. 

Tueld&T we had a seating in 117 ort1ce and we thraahed 

out this whole ~estion ot lfh&t was the best use to •ke or 
the aoney or inheritance taxes. We •ll agreedthat it we 
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toll01red the President •s succest1oo - Qll the one bud to 
use the aone;r to retlre the public debt and then - co the 

other hand went out and spent an equal aaiunt aDd had t o 
raise additional taxes tor that purpose, it would not do 
&nTbod:r an.r good. WhUe co the other haDd thb aonay waa 
uaed to replace the nu1aance taxes Which are all consuaer 
taxes that we could loolt t orwa.rd to balancing the budget 
and with the Pree1dent indicating where he was going ln 1 

connection with taxes and the budget, would have a aost 
Wholesoae effect. 

We all went over t o see the President at two oeloelt 
and I took Danjy Bell alOQI 1n order to answer any technical 
questions about retiring the public debt or balancing the 
budget. Just before I went in Herman Oliphant showed ae a 
cartoon troa the St. Louis Po1t Dispatch ot a drawing of 

a horrible ogre leaning over a shivering li~tle ~siness 
aan - the ogre saying, •The British inheritance tax balancea 
thelr blldget, wb;y can it not do the Slllle tor us•. Quick as 
a flash I saw h01r to malta thll best use ot this cartoco aDd 
we pasted it inside or the seccmd page or the tax aeasage. 
When the President saw it he j ust roared with laUghter. Be 
then went em and read What we had about "Looking forward to 
balancing the budget•, asked Where we got the words "Looking 
forward• troa and had he not written a book called •Looking 
Forward" - and that ended the discussion. I think the 
cartoon did the trick. 

We then had further discussion and he said that Joe 
Xennedy had talked to h1a the day before and pointed out 

the tact that the stock aarket was in a very weak technical 
cODAi&ioo after a rise of 20-25~ that i t sight go down at 
&nT tiae and that his aessace might be the straw to break 
the caael '• back and aet the whole stoclalarket on the down­
ward tobocgan and the Preaidenj would get the blue. Re 
asked us llbat we th<Nght a~t it. I strecg!T ad'fised h1a 
to d1aregard the story and cet hia aessage up aa soco as 
posa1ble. He said he would tr;r to get it up '117 'fednead.a;r 
noon. He argued aoae aore about tax on intercorporate 
di'fidends and wanted to burT it in the aessace so that it would 
l ook aa though we were coinc to uae this new device to k"P 
corporaticos froa tax evaaicm. I argued with h1a that he 
should not bar;r it bat should take full credJ.t . I do not mow which he will do. Be oerta1nl:r 1a oppoaed to a tax on 
intercorporate di'fidends. 

The President called ae aDd said he had just seen 
Rarriaco and Dcnaghtco. Rarriaco asked hill to po~~fcca his 
tu -•sace 1mtll after he passed the Securit:r B this 
atternoco and then nit a tU after he paued the tin hiJIIdrad 
.Ulloo dollar aiaoellanaoGa tax bUl aoaa tiM toaorrow. 
2be Prealdent qreed to nit UDtU he passed the S.:!tt~ 
BUl betwe&Jl. two IIDil -'brae this atternoon IIDil then 1 
co aendlBC llU ••aact. 
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!be Pred4..t to14 • t!lat be worllie4 oa. the tu ••Ale &lODe . alter u •• taw MYiel laat Di&bt Ulll ua chaale4 taw 11bole MIMie• lec.•S.C oat .., atateMIIlt a'boat taw '11114&et. I W taw MM araara\ w1~ h1a t!lat tut retlrlllc tie pal1c 4e~ wwl.4 .aot help to llaliiiCe the llad1et IUI4 he coal.4 DOt tee lt. I Ml4 alter all• lro Prerld•t, I ODl7 alk TOll to MDtlOD \be tact tor ab: 110Dth1111at TOD. are lookilll tor­ward to \M!l •""1111 the lladaet - that b aot allda& nl'J' 8IICil ot roa. .. laaped lartU,. aD4 ra14 _,.. I will HCODI14er l t aD4 put lt 'back 1a - llllt I .II:JlOw darn well he will DOt. 
I called Jlalat,.re aD4 aabd hill to alk the Prea14ent 11bether he wOill.d kcll: the 'f're&ll1l'J' 1a 1 ta t'l&ht qalaat tbe ~eaent oa the bill to perait the rale or llallt l1qw. Jla­Iatyre ra14 be would let • know 'Mtore tODl&bt. 
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Oonrnor Barriaon oalled up and told H.K.Jr. that the Bank 

ot 1ranoe had approached the Parle ottioe ot J . p. llorgan and 

Company, lew York, and requeated that~ aeoerta1n 1t p oaa1ble 

through their New York ott1oe whether or not the Span11h GoY~ 

ment or the Bank ot Spa.1n bad approaohed any bankera 1n New York 

t or a ore41t. Oo't"ernor Barr1aon etate4 that 1t ae•e4 natural. 

that the Bank ot J'ranoe would approaoh .1. P. Morpn & Oollp&IQ' 

t or t h1a 1nt~t1on aa .1. P . Morgan & Collpan)" had arranged and 

headed the e)'D41oate wh1oh gante4 the lalt loan to lpa1n 1n the 

Uil1ted States. OoYernor Harr1eon atated that ae tar ae ooul.d be 

learne4 no 1nqu1riea tor loana had been reoe1nd 1n th11 urkat 

either by the Pedlral Reeene Bank or other b•nke and 1.t llr. 

W.Orgenthau waa agreeable he would like t o 1ntorm .1. P. Morgan 

& Compa.ny whether or not the united Statea ~ae\11'7 had been ap­

proaohed 1n th1a oonneot1on . llr. llorgenthau aa1d that the Bank 

ot rranoe had a perfectly clear and well eatabl1ahe4 oontaot with 

the Treaaur,r t.hro\l&h the J'ederal Re .. ne Bank ot ITew Yol1t and he 

thought that 1t they w11he4 1m3 1ntor..t1on or new• troa the 

Trea eur,y they lhould approach ua t.hroush that channel and not 

thro\l&h any other ben'kl or ~era. He tharatore augeated to 

Gonrnor ~eon that the J'ederal Reaern Bank -.kl no oo-ent 

to Meaare • .1. P. llorp.n & Company ae to what the ~aa\11'7 ai&ht 

or a18ht not. be 4o1J16. 
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June Wh 

H.M.Jr. telephoned Congr essman Daughton this morning 
and he agreed to come down to see Mr. Morgenthau in regard to 
the Federal Alcohol Control Bill. 

At the 9:30 meeting this morning H.M.Jr . discussed 
t his bill w1 th our group. 

Graves expla ined the bulk sales of distilled spirits 
and said that Doran informed him that the di stiller s do not 
want to sell any liquor in bulk as there will be a substantial 
danger or increasing 1ll ici t sales and they, of course, would 
be the losers . He also explained that the enforcement diffi­
culties would be tremendous . Be said that the people wbo 
started the interest in bul.lt sales of liquor i s the Pioneer 
Cooperage Company of St. Louis Missouri. That compa117, be 
understands, has n~rre.r sold a tarrel to the distill;uo . Gr aves 
suggests that Ir8T make an investigati on of ~his company. 

H.II. Jr. asked Gr aves t o work with Crowell on preparing 
a statement on the sale of bulk l i quor . A copy of t his statement 
i s attached in summary dated June 18th enclosed 1n this book. 

Hester talked about the bill t hat we have before the 
Judiciary Committee, t he Fedu ... l Alcohol Control Bill and what 
they attempt to do. 

The first bill enforces the 21st Amendment. Thill 
bill gives protection to dry s t ates - such protection as dry 
states may want . Any state that manufacturers liquors con­
t aining up to 3.~ is considered a dry state and we prohibit 
transportation of liquors into t hat state. 

The FAC Bill provides f or a perait systea and if 
they violate t he 21st Amendment the permit i s rnoked. 

llr. llorgentbau inquired wbat the difference was 
between the FACA Bill (Choate Bill) and Doughtonta bill and 
Hester informed him t hat the Choate Bill contains our bill to 
enforce the 21st .Amendment and the Doughton Bill does not. 
Choate's Bill provides tor an independent establi shment re­
aponsible to the President and the Doughton Bill places it in 
the Treasury. 

In other words, the Doughton Bill dropped the 21st 
Amendment, wbich we like. Doughton put in balk sales and 
Doughton aade l"ACA a Division ot the Treasury. On the bulk 
sales thing H.II.Jr. said he would ficht this to the end and 
he did not feel that he would have trouble with Daughton. 
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As to having l"ACA a Division or the Treasury H.K.Jr. 
seid, • I have been against this rrom the very start; our men 
have made these statements repeatedly on the Hill ; I have made 
them at Press Conferences and I have told i t to Choate, Dougbton 
and the President. This is IIOMthing between Doughten and the 
President and I cannot come between these two men. They will 
have to come to a decision. I t is up to the President to say 
where he want s FACA put and this question 1s not near~ as 
important as the sale or bulk liquor. " 

Upham said that the talk on the Hi ll i s that the Presi­
dent told the Ways and Keans Committee that this bill should be 
1n t he Treasury and they cannot unders tand why H.K.Jr. and the 
President should <U.sagree . 

************ 
Daughton came in to see Mr. Vor,enthau at 10130. 

After be lett, H.K.Jr. called in the 9 a30 1roup again and 
said, "Doushton feel s that FACA Should be in the Tr easury. He 
sugges ts that we try it and if the thing doesn't work out we 
can always change it. " 

Then B. K.Jr. ,ave him a long t alk on the barrel busi­
ness and explained t he difficulties we would have . He also 
t old him t hat this is something on which he felt very strongly 
and Doushton said that he could not commit himself. He asked 
B.M.Jr. whether he would come up on the Hill and talk to the 
Committee to whi ch he r eplied that be would come at any t ime. 

Doushton told Mr. Korgentbau that the President never 
said he wanted l"ACA in the Treasury. 

H.K.Jr. told Daughton that if he came up on the Hill 
he would have to say that be did not want FACA 1n the Treasury. 
and Doughten tol d him to say just what he wanted to. H.K.Jr. 
added, however, that if Congress and the President decided that 
it should 10 in the Treasury be would be r eady to carl')' out 
their order s but he did want to state before the Committee that 
he didn't feel i t should be in the Treasury. 

Daughton was very f riendly and said t hat he and 
Mr . Vorgenthau 3ust had to get along - that they could never 
fight . 
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BULl SW&s OF DISTILLED Sl'll!ITS· 

Whielte:r aDd other beverage spiri ts produced at distilleries 1e 
placed in oak barrels, co~ of 50 gallons capacit,-, for atoraa:e 
and aging . Prodaot.ion is now at the rate of approxiaate17 15 allli on 
pllona montbl7. .lt the present tille, 150 a1llion gallons of ~eraa:e 
spirits 1e in bonded warebouaee, aDd rtrtuan:r all 1e in oak barrels • .. 

Under e:d.eting restrict.ione, ~erage spirits -.., not be sold to 
distributara, or to conswaers, ucept in or troa glass or earthenware 
bottles. Spirits may be bottled for the retail trade only by the dis­
t.illers tbelllselne, or by rectifiers who btl¥ in barrels troa the die­
t illers. The total number or diatUlers and rectifiers is less than 
700. I n other worde, there are f n er than 700 places at which spirits 
uy be taken from barrels and placed in bottles tor aele to diatributars. 
All these places are attended by Goy~t officers, end all bottling 
operations are carried on under their auperTiaion. At tbe till& of 
bottling, bottles coots1n1ng spirits auet be ll&l'ted, label ed, &Dd 
sts.ped in accordaDce with Treasury regulations end IDder the euper­
visiOD Cit (}oyernaent officers. 

The pending bill would authorize the aele of beverage spirits in 
barrels and kegs not only to wholesale dealers , and to hotels, clube, 
restaurants, tap-ro0fl8 , and package stores, but to tbe public generall,-. 
It would perait the bottl.ing of spiri ts by wholesale liquor dealers, ot 
whoa there are now alraost 5,000. It would allow wholesale dealers to 
transfer whiskey f'ro!ll the original 50-gallon barrel to 5-, 10-, or 15-gallon 
ltege, for sale in these sllaller containers to retail outlets, end, through 
U.., to tbe public geoerall:r. It would authorize wholesale dealers to 
sell liquor to tanrna, restaurants, hotels, and clubs, either in tbe 
original 50-gallon barrels, or in 5-, 10-, or 15-gailon kegs, &lid it would 
per.it these places to serve tbeir cuetomars from these barrels &lid lcega. 
It would allow aey person to buy liquor, and have it in hie hoM tor 
tamUy or personal use, either in the original 50-gallon barrels or in 
kegs or barrels of araaller capeci ty. 

The Departllent ' s objection to this proposition obviously reate on 
the ground tbat it would .. atroy all effective safeguards aa:ainat traffic 
in bootleg liquor by unscrupulous wholeeale liquor dealers, proprietor• 
of hotela, taverna, and tap-ro<lllll, and private persons . 

At tbe pre.eent t1ae there are approxillatel7 5,000 quali!ied wbOleeale 
liquor dealers in the United States, and .ore than 200, 000 qualitied retail 
dealers, all of whoa, under the pending bill, it not prohibited liT State 
l aw, would be eliiible to deal in bulle liquor. 
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Juno 25th 

I called the President to-day and told him that our 
boys will go up on the Hill and 110rk with them along the lines 
that they want. I asked him whether they should otter them 
the plan treating inheritance as annual income. 

The President said, 11 I think they should say this . 
That before ~ final decision i s made by the Committee we wish 
to call to your attention the other method - treating 1nheri­
t6llce as though it was annual income• . 

************ 
H. M.Jr . called the President and told him that Pat 

Harrison wanted to lm.ow whom we could send up to help him and 
H.M. Jr. said that he would send up Oliphant . 

H.li. Jr . then told the President his experl..a.nce before 
Doughton' s Committee on liquor and how he bad sent out to bu7 
four bottles o! liquor to prove to Congressman Fuller that they 
could be purchased at $1.00 a quart. He also told the President 
that after the performance Charlie West said, •now I lm.ow why 
Daughton's Committee loves you so" . 

H. K. Jr . told the President that he thought we have 
won on bulk liquor but that FACA would probably have to be part 
of the TreasuryJ that the Committee is very sore at Choate. 
The President said1 

11 they are right in a way because they do 
not want any more lndependent agencies•. 

H.K.Jr . told the President that Bob LaFollette called 
and that things aeea to be moving right along now 1nas11111ch as 
Senator Harrison asked us to send our experts up on the Rill. 
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:a.x • .rr: 

.JUDe u, 1~. 
"--•d&T· 14-7 

- .Tett being a-.,., nor.all7 I'd let hill hanc!Je thle b1rt 
I'• sotng t o aak ,.our aclYioe. We set 1nto~t1on at tlw 
Chua and the •attonal C1t,. and eaoh loan 1a the GoYU"D­
-.nt ot lexioo - the Bank ot .. xteo - two a1111on dollara 
agalnat sold i n Xextoo. 

Gov.oaora• 
Harrhons 'l'bat• • 1'1Sh"· 

:a.x • .Tr: 

:a: 

HI 

:a.x • .rr1 
:a: 

li. JI • .Tr: 

II: 

H.JI.Jr: 

:a: 

B1 

Bs 

H. JI • .Trs 

HI 

Wall -

I juat heard 1t thh aornillg ~·u. 

I 1\on't th111k that'• eo hot. 

Well, I thlllk the,. ware t oroad to have done it, u I liDder­
' atand the taota -

rae. 

- aDd I '• solng to uk th• t o ooae oYer toda7 and tell -
what 1t'a &ll about. 

Well, now, let - - Gaorse, tell - thla. !'ho proper ._,. 
tor - to do it ia tJ:noough 70u baoauae the lo.n ia to the 
Central Balik ot Jlexieo. 

'l'bat• • rip11. 

Ian 1 t that r1Sh11T 

!hat'a What I UDderatand. 

Well, then - t~ ,..u are so1ns to ••e th..t 

I'• so1ns to aee th•, althoup I don1 t thlllk 1t'a - u a 
baJild.ns -tter, I thlllk 1t'• poor. I ahouldn•t thlllk it 
would 11'01"17 70u V 81'7 muoh eo, I -an 70U11'a not eonoezoned 
about the point ot the Treaaur,.. 

I'• wol"l'ied about it tro. two atan4po1nta. In the 1'irat 
plaoe, ~ thlllk it'• poor ballkins and the aeoond plaee, it 
1ntarterea with oar ailvar prosraa. 

It wbatt 

It intePterea 11'1 th olll' all ver prosr-, aHt It inter­
~- w111h a~ aala o1' a11Yar b7 .. xt ... 

Yea. 

Regraded Unclassified 



( 
Bl 

B.X.3r& 

HI 

H. V.Jl'z 

Rl 

H.M.Jrz 

B: 

B.V.Jrz 

Hz 

( H.V.Jl': 

HI 

B.X.3rz 

HI 

H.v. Jra 

HI 

li.X.ha 

HI 

B.V.hl 

c HI 

B. II. hi 

B1 

- 2 -

toll th• not to do. 

YM 1 blat ot 00Ul"II01 - bt.YO llO nideDoO that that I I tr.o. 
I doubt 1f 1t'• tor 1p10'11latho purpo•••· Blat - I -
-'•• sot .to a1.- that tbo OctNl 8aDk 11 bol'l'owiDC 
on sold tor 1p10'11lat1•• purpo•••• 
Well, thoro' 1 1011e •W'T f'lmll7 tb11li• go1J18 on down 1ll 
Monoo. 

Y11, tnlt I- so1J18 to - I'• go1J18 to ••• What 1t'a about. 
~ I'• so1J18 to do 11 gho th• an opportlmlt)- at t1rat 
to ozpla1.D to • wbat the boll 1t all 1a. 

ib.pt. 
All4 the I'll sot 1ll tov.ob With 7QU 11bon I bear. 

And 1f 7QU th1nk 1t'a w1ae 7QU oan tell th• that 7Qu'ro 
going to toll •• 

!bat I'• 11ltoro•te4. 

Yoa. All 1"1&ht, I'll do t hat. 

And tbc, after that, let'• find out 1f tber•'• an7 _,. 
tbat we oan find ou t 1t' an7 Jmel"1oan Banke are oporat1JI8 
1ll gold 1n other oountr1••• 

Well, I obookod up w1tb Ioraan on that and aako4 ·b111 1f 
ho would lot • mow 1f bo found a117 ot our Mua o1thelr 
~rootl7 or 1n41rootl7 oporat1116 011 gold ~or thoro. HI 
1aid that ho ... qu1 t o nre tbq -re no). 

And that 1f bo t'O'IID4 a117 n1401loo or all7tb1116 ot that k1n4 
going on bo would oablo •• 

R1&h11o 

I'•• got a o~ote obiOk With b1a on 111. 

ftJW. 

ADd ••'•• ob .. D4 -.p prott)- -ll bore ad thil 11 tu aal.7 
.... 'IIIMJ'o - t~ that tM7 aro 4o1116 1t bore. 

Well, 7QU know bow - to'llll4 ov.t -

I know bow 70U fcnm4 ov.t. 

Well., I th'v I know how 7ov. found ov.t. 'fbroqh our ill• 
41'1117. ClldD' t 70U' ... ., 
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( 
B.III.Jrr 

HI 

B.III.J:rs 

Bt 

B.ll • .nor 

Bs 

B. III . Jrr 

Br 

B.K. Jra 

Bs 

B.III.Jrr 

B: 

( 
B.K.Jrr 

Br 

B.lll.lrs 

Ba 

B.III.Jra 

Ha 

B.X.JM 

Ba 

B.lll.lra 

Ba 

( 

- :s -

Yea, I th1llk ao. 

Y .. , well, •• got 1 t through tho C-l'Oial - our Coa­
•1'01al .lttaoho at Jluiao llit,-. 

Yea. .lll right, BODJ7. I 'll got in touoh with 70u later -· 
'!'baDk JOU• 

Did J'OU got rq __,randua, 'b7 tho ~ 

I 4114. I road it hut1l7 an4 I 'a going to road it aga1D. 

Yea. 

Yea • 

.lll ri.ght, BOZIPJ'. 

It -a "01'7, •01'7 1ntoreat1ng. 

I WOilder would J'OU he•• &nJ' objootion t o rq ae""'ns a 
OavT ot {hot to Hu11. Be aakod • the laat time I -a 
down hero wbotherr 1t I ..,or had a ._,randUIII on ail'fer, 
I'd lot h1a ha'fO 1to 

~ono wb&taoo•er• 

11ha\t 

· I ha'fo no objootion at all. 

.And I'll jllat toll h1a that 1t waa a ~ that 'ft 
Pl"opal'od hero intox 117 in the bank. I dllr.l't want to 
aon4 it it J'Oll don ' t want • t o . On the other ban4 

about two 'ftoko, throe wooka ago. 

I have n o objootion. 

.lll r!.Cht, B01117. 

•oa• at all";. 

.lll riP'· 
GooOt•• 

.lll riah'· 
< 
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Jpp, •» 

I ••• Jr. laid to 111aa Boche to-4&)-, •I han put up the 
beat tS.Cbt to keep PACA out ot the !rea11ur7. !he cbancea are 
that tbia wUl oae OYer bare. It it doea, I RDt to place it 
under you. It 1a aocial and bealtb. • 

11111 Roche aaid that abe would tb1nlt it over. 
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Dictat ed June 26th 

Coa1ng down on the train from ayde Park Sunday I 
told t he Pr esident about the letter which I bad received 
!rom Ickes in connecti on w1tb the San Jose Post Ot!ice , 
(Letter s attached). I thought it .ut 1n advance Jus t 
what I would say to t he President and told him that I 

-4 51. 

was very much hurt a t the tone or Ickes' letter and that 
it seemed ent irely unnecessary and uncalled t or , tor bia 
to have written that way to lJie , Qui ck as a !lash the 
President sa id , I will get you a copy or the Glavis let­
ter. Then be sa id , send me over a copy or Ickes' letter 
to you. I protested several t ime and he finally s aid, no, 
I want to see i t and that i i or course what I wanted to 
happen. I sent i t over Konday morning. 

Also , over the weekend I had carefully thought out 
that i t was useless tor me to a t tend the Allotment Board 
meetings as I could only make sugges t i ons to the President 
on scraps or pa per or whisper 1n his ear but bad no vote 
at the board aeeting . I also figured out tha t the poli cy 
that be was following was not at all the poli cy that had 
been laid down, namely that allotments of money should be 
made to a coamunity or state only art er unemployment needs 
had carefully been studied and they should not be made 

the way the old P,W. A. allotments were made, namely on 
a project basis i rrespective or the unemployment ne~s or 
that COCDIII\Uii ty. Up to date practically all or the allot­
ments have been made on a pro~ect basis. This method or 
allot1ng aoney cannot continue and put 3! million men to 
work. S ome day there will be an uplosion and I gather 
!rom bits I hear that we are going to have a gloritied c.w.A. ~ positi on and usefulness 1t I did not attend 
the meet ings is t ar stronger as I can perfectl y well hear 
the President say when I pr otest in a couple or months troa 
now, well, Henry, you a ttended all or the allotaent board 
meetings, why didn 't you speak up . So coming down on the 
train I very quickly told him that I would l i ke to be ex­
cused and he looked at me r ather quisi cally and a sked why 
and I said, shy I get too blue at the meetings . He said , 
all right 1! anything important comes up that affects the 
Treasury f will let you know and you can come to that parti c­
ular meeting . I was all ready for a knock out drag down 
tight with hia in case he 1nlisted on rq ccaing t o the 
meetings but be did not . 

)(onday at lunch I showed hia the report on FUiqerald 
or Boston. I had a halt page suamar which he read and t hen 
much t o my surprise be went on and read every line carefully 
or the nine pago report prepared by Irey. After reading i t 
he sai d, well, t here is no question about it . You can!t 
take that man back. He said 1t for no other r eason that he 
had sworn ralaely as to his age at the t ime he had is applica­
tiOD. 
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June 24, 19:55. 

'1111 dear Mr. President: 

I am s ending you herewith with 
reluctance and only atter you insisted that I 
do so, photostats of three memoranda: 

(1 ) Your memorandum to me ot June 19t h. 

(2) '1111 memorandum to Harold Ickes, and 

(:5) Hls answer to me. 

Inasmuch as Ickes• organization 
has r ai sed a question about graft in connection 
with the post office at San Jose, I naturally 
want t o get to the bottom ot any charges and, 
therefore, would appreciate your securing for 
me a photostatic copy of Glavia 1 memorandum 
that has to do with alleged graft at the San 
Jose post office. 

Reapeotfully, 

The President, 

The White House. 
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"56 
I told him that both Belvering and Kellott were 

against t aking him back and that I would so tell Kennedy. 
But I would like to feel and without bringing the President 
int o it directly, that I had his moral support - and he 
said you have . On these kinds of matters he is s imply 
splendid and he knows What is black and what is white and 
he also knows that Kennedy 1a going to both raise hell 
and do t he baby act, but 1f F.D.R. tells me that I have 
his moral backing I know he wlll see me thru thick and 
thin. I l.old hia voluntarlly t hat I would have no ob­
ject i on gi ving Fitzgerald a 90 day a ppointiHnt in Customs 
but that we poa1t1vely had no roaa for him in Alcohol Tax. 

In the morning Senator LaFollette call ed me and 
asked me t o please send up our working papers on Inheritance 
Tax, etc. on Which t he President had based his message . I 
t old him that I would have tothink it over. I t hen called 
him back 1n about an hour and tol d him that I coul d not 
give him an answer until attar Konday. I spoke t o t he 
President about LaFollette's calling me and asked hia what 
to do. He said send him up a letter giving hiiD the figures 
of the big incomes for 1934. He s ays this has never been 
given out up t o now. I pr otested and t old him that I 
would rather do would be to tell LaJollotte that any r e­
quest for information on taxes would have to come troa 
Chairman Pat Harrison. The President did not seem to like 
m7 suggestion and I did not l ike his because LaFollette 
would lmow that I was s11Dply stalling him. I said, Kr . 
President, just strictly between the two of us do you or 
do you aot want your Inheritance Tax Program passed at this 
session. He said, strictly between the two of us1 Ido 
DDt know. I aa on an hourl y baais and the situatlon 
changes elM._ moaentarUy. 

I talked to h1a about ? .A.C. and told him I was 
going up Monday evening and I would continue to urge that it 
be an Independent Agency; also that I would fight for chang­
ing the proposed bill which woul d permit the sales of bulk 
liquor . The President feels just as s trongly aa I do about 
bulk liquor . On the question of where F.A. C. should be 
located he has shifted his position two or three times and 
I s11Dpl1 u.de up m7 a1.Dd that the Ollly thing that I could do 
was to . sti ck by my original pol1t1on which was that I did 
not want r . A.C. in the Treasary. 

Before I got up to leave Frank Walker and Bopkina 
c8JIMI in with their prograa for the Allot-nt Boar d meeting . 
Before they presented it to the President I got up aDd •aid 
I was going, and 1n a rather pleading tone of voice he said 
to me, are you not going to stay for our meeting, and I 
said no, I would like to be excused - good-bye. 

Regraded Unclassified 



( 

( 

B.JI,Jrs 
Petw 
Gl'i•u 

H.X.Jrl 

G: 

B,)(,Jr: 

0 : 

B.lf.Jr: 

Gs 

H.K.Jr: 

G: 

Bello. 

Bello. 

Bello. 

Bello, Jlr. Xorgenthau, 

Bello, )fp. Gl'illm. 

Bo1r are you? 

I'm tine. 

Plea•• torg1Ye me tor the extra ~ong t1111e -

Well, I'll torg1Ye you it -

- tor the long t1ae I 1 Te taken in c01111.ng to thh -t­
ter but you oan imagine the deoialon 1a a Tery import­
ant one to •· 

B.JI • .Tr: Yea. 

Gs 

l!.JI. Jr: 

Gz 

G1 

Bello. 

Y••• 
I 1Ye had a0111e oonaulta with a number ot rq ol1enta and 
t~1 re 8Ul'e that When I oame baok I had atill WT bad 

•cnr, I want TepY lllllOh to OCIIU Yltb 
J01l and I 1Te atralgbtened out -ttora at hoM. 

Yea. 

- with 1111' ollenta. I 1a haTing a .. rloua - dlttloulty 
hcnrner Yltb wr a .. ociatea beN. 

Oh, I I • • Ol'l'Y. 

'fbe d1ttioulty inYolYed - juat one oonaideration. ftw7'r• 
Yilllng t o let - go, ot oo\4J'aei I'm the U!portant puof; 
ot tbla t1 .. and one that I bu1 t wr .. lt 1n the lut tn 
year• ad they're Yilllng to ghe up tor the preatige -
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June 25th 
r 5 '.' .. , 

H.M.Jr. called the President end told him that 
Barry Hopkins had lunch w1 th hia to-day and brought up 
the questi on or the youth movement and wanted Kiss Roche 
to go on as Chai .raan or the AdYisory Collllllittee. 

He also told the President that he had intended 
to put the FACA under Miss Roche When it came into the 
Treasury because it did touch on social and health prob­
lems. 

With that in aind he wanted to know whether the 
President still wanted Miss Roche to be Chairaan or the 
AdYiSOry Co.aittee Of the youth IIIOVe•ent. The President 
told Mr. llorgenthau that he did not think her going on 
this committee would interfere i f PACA was put under 
Miss Roche but that What be had in llind was for her to 
go on as Chairaan or the Executive CoiBittee . He did 
not want Mr. Studebaker in the picture bllt he did want 
Ylss Roche inter ested 1n this moYement . 

Miss Roche was present While H.K.Jr. spoke to 
the President. H.K.Jr. advised her that if she did go 
on this Committee to talk to KoReynolds and arrange to 
get several first-class AdministratiYe Assistants to 
help her. 

********* 

Kiss Lon.igan came in to see Mr. Korgenthau to-dST 
and ~rered suggestions concerning the Works Prograa. He 
told her that after the 4 billion is spent he would be 
interested in haTing suggestions troa her as to how to 
take care or the unemployed tor the next fiscal year. 
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Juno 28, 19~5. 
'1'\l .. day. 

~53 

Harrleon1 Hello, BenrJ' 

H.K.Jr: 

H: 

H.K. Jr1 

HI 

Bl 

R.II.Jr: 

HI 

R.M.Jrl 

HI 

H.M.Jr: 

R: 

HI 

H.M.Jrl 

HI 

HI 

HI 

H.M • .Jrl 

Good 11101'D1D8. 

Henry, I 1m tl'Jing to work out theae amendments a1'ter our 
oon1'erenoe yeaterday. Who 1a the IUJl up .1n your doput­
-.nt that'• been work1118 out th1e propoe1t1onT 

I think on thla t b'ng you'd better start with 011phaa~. 

Well, now 1• ho the rellow that'• worked~ tho figure• 
and eo ro~T 

Io, but ho worked on the - with- - we had a Whole Sl'OUP 
work1D8 on 1t, eeeT The t'ellow Who worked on tho 1'1gurea 
11 Haaa - H-a-a-a. 

Well, what I waa IUl.ld.oua to do tbie aol'Jling -

Yea. 

- beoauae I 've got to aot pretty quiok, you aoo -

Yee. 

- and I've got Puke~ over here now and what I'd like to 
do 1a to have the men that worked on the th1D8 with Oli­
phant or whoever it ie that oan speak intelligently, you 
underetand -

Yee. 

- eo that I oan get th1e atuU up and then oall rq ocaa­
Jdttee th1e arternoon together and try to gat thiDa• going. 

Yee. Well, lot - epeak to Oliphant and - have you got a 
-eting in your o1'1'ioo nowT 

I '• hero now 1n ay o1'1'ioo. 

Well, I'll bavo eaaeboq up there 1n twenty 111nutea. 

Well, 'better eelld h1a to rq o1'.t1oo hero 1n the S-to 01'fioo 
Bullil!ng, not in the P1nanoo o-s.tt ... 

!'be s--.to ornoo B1llld1118· 

Yea, 217. 

117 in the 0-.pitol? 

Io, over 1n the Senate orn.oo Building. 

Oh, 21.7 1n 11he S--.h ot.t1oo Bu1ld1ng. 
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Yea, and then 'ICf aecret &1'7 can br ing h1Ja 'llhera I aa. 

1 111 have th .. there, Pat. 

All righ t. 

1'lwlk you. Ballo -

Yae. 

That 1a on the Stat1at1oal endt 

Well, yea and on the policy and. 

Al.l right. 

I want to lmow just how tar the President wanta to go 

Well , that we don' t lmow, but I taka 1t you lc:now Arter 
-•ting laat night. 

Well, I lmow 1t generally apeald.~t but I thDught he had 
worked up aome t1gurea on th1a •~t. 

Well, 'llhatever t1gurea ha'a got, we've got th ... 

Yea, well now, do you lc:now how tar he wante to go on 
th1a th1ngt 

Jlo, 

Whatt 

I don't !mow. I'll be talking to h1m 1D a .tnute or two, 
and I • 11 aalc h1111. 

Well, I lmow general.ly speaking, you underatand, but I 
thought matt>e that you lc:new a little better, on the propo­
a1t1on. 

Well, we worked a Whole -••as• up, I mean, trom the 
teebl:deal end and -

Well, Ud Oliphant do thatt 

Yea • 

.lll l'ight. Well, have Oliphant and 1lho alae you've got 
that you want up here. 

Mght. 

.lll l'iPt· 
Goodb,.. 
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June 26th 

Rex Tugwell and Harry Hopkins came in to see 11r. Mor­gentbau in regard to the 200 lllillion dollars which they want for drought relief, soil erosion, etc. 

llr. llorgentbau had Bell and McReynolds present. Be handled these men very well. Be Jested with them and told them that he was very sympathetic; he understood the need of this money but told them that as f ar as be was concerned he would not O.K. a dollar outside of the budget and that be would strongly urge the President not to . Be said he felt that the President would get a great deluge of criticism if he asked for any extra aoney at this time. 

Tugwell expl ained that this money is to be spent in an area where there is real emergency but unfortu."'ately does not come in the area where the unemployment situation is critical and, therefore, is not included in the 4 billion a. 
H.ll. Jr. told Professor Tugwell and Harry Hopkins that he did not think it was fair to put the thing up to him and that he would be very glad to sae the President with them. llr. J.lorgentbau felt that this money should come out of the 4 billion 8 and that the President could cancel a lot of projects now set up by the Allotment Board. 

llr. Hopkins asked the following questi on: "Don't you think the govermaent should know how 11111ch money i s i .n that 3 billion 3 which is not really tied up by contract -not allocated now? I think if a checkup was made you would find that about 250 or 300 million dollars would be available to-day. 

llr. llorgenthau .sa.id that if the President wanted him to he would have Bell ' s Division make an examination and would have the information tor him in about 24 hours. llr . Hopkins said be would arrange an appointment with the President and llr. llorgentbau asked llr. Bell to have a memorandWII ready to show the President should the President want him to make such an examinati on. 

S..v-~ , _ 
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Arter Senator LaFollette called (cov.r or conTersation 
attached hereto) H. M.Jr. called the President and read to him 
the Treasury ReTenua Estimates and the sp-called Parker pro­
posals . 

Parker Tree~ 
propoul prgno 

1. Inheritance tax II {400.0 
2. G1tts tax 2.3 

3. Gr aduated Corporate Income Tax 87 100.8 

'· Increase tax rate l arge 1nd1Tidual 28.0 
incomes 

!). Inter-corporate d1Tidend tax ae.a 

President: 

H.M.Jr: 

H.II.Jr: 

President: 

President: 

H.M.J'ra 

79.3 11511.5 

What about the t able that is 1n the paper this 
morning? 

That i s the table that Parker prepared tor 
Senator Harrison. 

Senator Harr1Bon stated that he called J'OU 

on the telephone and said these are the 
schedules he i s going to haTe and J'OU said O.lt. 

Those are brackets and not yields. 

Here is exactlT what happened. On the inheritance 
Harrison said •shall we set it at $1001 000 and I 
said IIJfo. ~ thought on the inheritance 1s that 
we haTe to saTe the m1ddleJD&n. We should not put 
an inheritance tax on an estate prOT1ding an 1nco­
o! .$1.~000 a Tear. At 3. this is equinlent to 
1300 • (The President apparentlT acree4 to 
senator Harrison's suggestion or an exa.ption or 
1300,000). 

OUr boT• Sll7 that that is what killed the reTenue. 

President: We will hue to step it up steeper on the biller 
boT• • 
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B ••• .Jra Oar -,. ve 101ul up on tbe hill. Ldollette 
oall.ecl abaut 10 llinutea aco and uked tor the 
~ .. IRU'J .......... ,... I told ba I ooul4 DOt 
11Te 1t to ba tbat -:r but 1t be ukecl tor 
tba at the Bearq I w1ll 1nstl'llot Ollpbaot 
to 11n 1t to b111. I told Oliphant and .JaCUOD 
that tbe;r ban to -tch oaretul.l:r that we do 
DOt 1et TOll caqht 1n a oro11-til'e IUld the;r 
11111 do all the:r can. U Ollr bo;ra ue aakecl 
whether Barr1aon talied with :rou the:r will aa:r 
tlle;r mcnr nothJ.nc about 1t • 

• 
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H.M.1rl 

Senator 
Robt. M. 

Hello. 

.Tulle 26, 1936. 
We4neada,. . 163 

La Follette: How are 7out 

La P I 

B. M. Jr: 

LaP: 

B.M.Jr: 

La P: 

H.M. Jr: 

La F: 

B.M.Jrl 

La P: 

La P1 

La PI 

( H.ll.Jr: 

La P1 

I'a all rlght , Senator. 

Sa)', th1a i a a louey t hing that Barrhon put up here. 

Well, that 1 a done b)' the Senatorial conventional ex­
perta. 

Yea, I !mow it ia, but what I wanted to know ia whether, 
1n T1ew of t,h1a a1tuat ion, )'OU would f eel that 70U could 
-.lea available to me t he material that baa bean worked 
out down there. · 

Yea. Well, our boys, •• I understand it, are going up 
1n about ten or f1tteen minutes to the Hill to appear 
before )'our o~ttee. 

Yea. 

And-

Well , are t h.,. going to outline what baa been worked out 
down there or are they just going to be ther e to anawer 
queatione oonoarn1ng t hese amendments that HarriaOIIIl 1111&• 
geatedt 

Well, let me an-•r )'OU f1rat 1nd1rectl)' and than d1rect­
l7, U I -7• 

Yea. 

Aa I underatand the ::.aw and &lao the usage, the 'l'reaaU1'7 
under the law ia not peftd.tted to -.lee .uggeationaab'ut 
new t axes. I th1nk there• • definite atatutea. And that 1 • 

been rubbed into me eo hard s1noe I 1ve been here that I 1 Te 
atuok to that Tery cloael7, •••' 

Yea, I mow. 
•pw - ao, therefore, both becauae it •s i llegal and aeoOIIIld 
'becauae Congreaa teeb' nry jealoua of ita right to or1g1-
D&te new taxea • I have aorupu1oual)' followed the poUo7 
not t o aake IIDJ' .uggeetiOIIIla. 

Yea. 

Jlow, 1f when I -

SVppoae tor 1nataDGe - auppoaa for 1naUDoe that I ahould 
uk OUphant - abipl7 a&J' pllt it up th1a --r tbat wbm 7ft 
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La P: 

H.M.Jr: 

La F: 

H. M. Jr: 

La F: 

H. M.Jrl 

La P1 

H.K. Jrl 

La F1 

H.M.Jr: 

La P: 

H.ll.Jrl 

(- La PI 

H. ll.Jr: 
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are betore the oo-.1 ttee wen t h e Bonu. waa under con­aideration, t or e~le -

Yea. 

- that you are auggest1ng, wen poadble, b7 appl,-tng t h e income tax ratea to 1nhar1t t h1a to get an1Wbar• trca 300 ... eoo 111111011 dollar• annuall7 increase and that u ane 111ember ot t he 1'1nance COIIIIIl ttee I r d 11ke to ha~e th• work out tor 111e the rate wbioh would pr oduce that rnenue. 

Well , Senator, 7ou can aa.k t hem an7 queation you want t o. 
Yea, but wbat I '• - what I reel is that it 7ou or aome­bo4)- tell them that it was all right tor t h em to respond to the requeat or ind1•1dual -..bera ot the oo.Bdttee, becauae attor all that - I •a taking the reapona1bilit,. tor lt, -

- and ~ng the request ot - aa a m4albar ot t .he oo1111111tt .. -
WellJ now I don't want 70u to get the reeling I 1a teobn1-oal oecauae attar all 7ou .know how I teal on th1a matter. 
You bet I do and, or course, I teal a little d1tterentl7 about lt beoauae I waa on t he ooad.ttee when O,den llll.la uaed to come down and lit at the tabl e telling u. that n auatn•t i noreaae t axea; that we - hx'ng nor)" - I -an, he nner heaitated to aound ott and now I ha~e a little teel1Dg that what '• aauoe tor the gooae ia aauoe tor tha s-dar· 
Yea. Well I - I - the reaaon I 'a boiDg - how ahall I aa7 - a1ttin8 bah1nd t he ourta1n ot -:r att1oial poii1Uon ia that a lot ot t h1.nga going on I don't underatand, a••' 
Yea, I .know • 

.ADd I'• not - I'• -
I don't bla.e you. 

• ow, all I 1m doing ia -
Ba.t, all I na gciDg t o aay waa th1a, 1t you'll pardon -, tha1> -

That •• all right. 

- bare would be- I would a1mply be •lr1Dg a req'lleat aa a •abar ot the oa.atttee. 
Well tbell 1t - 1t '10U aalte th1a req'llest wen theao -are betore ,.our o~ttee th1a moJ'Iling -
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B, II,.Tr: 

La F: 
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La F: 
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LaP: 
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La P: 

( a.• • .rr: 
La P: 

- 3 -

ADd the oha1r.an aay.- 1netruota t h • to bring that ~q~, that .nda it. 

Tea, 

I .. an, aa I get 1t, you bring 1t up or 1r you aak the oha1l'III&D - pleaae 1natruot th• to bring th1a 1D1'o:rwat1on to the ooaaaittee, tl!&t .nda 1t, 
Well , but or oOlll'ae, the cha1:Nan haan't any aore author-1 tT t han any other ~er ot the oOIIIId. ttee. 
Well, the 1t that 1 a ooneot 1t iou aak lt :rou'll get 'lib& t you want. 

ADd heretofore, I - • .,. Whm - • .,. em )Iilla na ln the '!'reaalll7 -

117 apeo1t1c teohnlo&l p1eoea ot work ot thia k1nd, I aean, I ne'ler was retueed ..,en though they were not 1n !1111P&tby w1 th what I waa tl')"1.llg to do, 
Well , we're - we haven't retueed ~u anything. 
llo, DO, I know that, I Man, l'a juat aaylng that on thia -
Well -

- I '• Jut tJ'71Dg to play ball w1 t h you -
Sure, I • I -

- bator• I do anything. 

w:f,!, I appreolate that£ S.nator and the eaaleat way, I t tor both ot ua - lmow what younnt and I'• aore than willing to let you haTe tt. I aa;r the eaaleat n7 tor y ou to get 1t 1a - well, :rou ha'le thla he&r1ngJ you aak t he boy. tor lt and t hey'll gl'le 1t to you, 
All right, tine. 

llow, that - that takea .. out ot a tough apot and .U:ea -and g1Tea you what )'OU want. 
Well, I want t o do thatJ I want to be jut u helptul aa I oan. 

And I do too, 

Bat you know what Pat baa dona here 1a alaply to take -tak~ JOUr baa1a and then tranalate lt into what he 1a will • 
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B.M • .Trs 

LaP: 

R.II.Jr: 

La P: 

B.ll • .Tr: 

L a P: 

B.lii.Jr: 

La F: 

B.M • .Tr: 

La P: 

11.11 • .Tr: 

La F : 

B,M.Jr: 

LaP: 

B, lt, Jr: 

La P: 

H,ll • .Tr: 

111& to do, 

Well -

- ' -

ADd 1n ..,. op1D1cm I -an, it put. the Adlll1niatraticm 1Jl 
a ha1l or a apot to haTe a .. all meaaage like that come 
up here and then theae tutila th1Dga propon to 1J11Plement 
it. 

Well , ~ to now, I aean, theae tablea and all that are 
w01"lce4 out b;r Parker, ;rou know that, 

I mow. 
ADd, ot couree, he ' a worlc1J18 under 1natruct1on. 

Sure, 

Now, I'• tallc1J18 kind ot out ot school -

Well, I know all that and 1n tact Pat aa1d ao. 

All right. Yea, and well, no~, no one haa ;ret aaked ua 
t or the 'l're&IIUl'J' t1gurea. 

Yea. Well, that'• what I want to get, 

Well, the:r•re h ere and the;r•ve been here tor three aontha. 
1r 

Well,/;rou haTe them br1118 them up, will :rouT 

They've got them 1n their hip pocket.· 

O,k, 

Thanks. 
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J June 26th 

Robert Harris and Mr . George t . LeB~anc came in to 
see Mr . Morgenthau this 1110rning. Originally the appointment 
was tor 10130 but Mr. Morgenthau was called to the Whit e Bouse 
and he had to postpone the appointaent unti~ ll o ' clock. 

Mr. Barris said that unfortunat ely be had made an 
appointment with Senators Thomas and Smith r or 11 o ' clock 
and would not be able to stay and ta~ with Mr. Morgenthau 
but before he went he said that he has been in the cotton 
business tor 30 years and he believed the cotton business 
never was in such an unsatisfactory condition and that it was 
largely due to the export markets of cotton. Be turther said 
t hat Mr. LeBlanc had a progr&lll in aind which he would like to 
outline to Mr. Morgenthau and he felt it was one which would 
be very helpful to the admini s tration, it Mr. Morgentbau could 
give him some time. Mr. Korgenthau said he would be glad to 
ta~ to him for a ball hour which he did. 

Mr. LeBlanc told Mr. lo!orgenthau that about a year 

-~ . 

and a halt ago be had lunch with Peek and at that time he told 
him to throw his three banks out the window. He said he didn't 
have to start a banking business. What was needed was tor someone 
to start an insurance company in order to start the normal trade 
and commerce. Long-term credits have to be restored. Mr. LeBlanc 
said that Eng~and i s doing i t , France bas to come to it and so 
does Bolland. Spot market bas to be re~ieved . We have not done 
this and thillgs are getting !rom bad to worse . Be said that we 
are judging the world by the foreign bond market. Be said that 
we wi~~ not have recovery until we norlllll~ize our foreign trade. 
We wi~~ have to start to give !rom ~ to 5 years credit on trade -
not on bonds. 

B.V. Jr. said, •now Mr. Le~anc I want to ask you a 
question. I! I wanted to ship ~0 million bales of cotton and 
came to you, as a banker, and told you that I could sell this 
it I could give such and such a country 5 years credit, what 
are they going to pay us in" and Mr. LeB~an~1hesitated tor a 
long time and then said, "we~~ on a thing lLke this they will 
find the money to pay us ." 

Mr. Morgenthau told Mr. Le~an;: that when he came into 
Farm Credit he took CRer the Old Farm Board and was handed 100 
million dollars worth of groceries such as cotton, potatoes, 
grass seed, etc. · The lllllin thing was cotton. At that time we 
had a rising market and Mr. Korgentbau brought down a liquidator 
and we sold all ot the groceries. We sold, at that time, 1 mi~lion 
bales of cotton to Henry Wallace. Since that time the AU h.as 
the same million bales of cotton and has since added to it another 
4 or 5, now having on band 5 or 6 million bales of cotton. 
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!he Achdn11Jtrat10D'a poUCIJ ton.r4a cottoa 11 that, 

llblle we oe 5 or I •UHQD bel." ot cotton, tbe7 WilleS rather 
ban OIU' exparta oat 1D halt Oil the ODe haDeS aDd throalh the 
recSuctlOD h aereaco thq will P'lclnaU:r, OYer a 2 or I ,war 
perloc1, a'blor" that cotton. 

We are collie to OODt1:Due OIU' crop productiOD proaraa. 
J.a loJIU the A4111n1strat1n poliCIJ 1s to continue to holc1 th11 
surplua and OODtlnue to lollll 121 I do not oare 1t 7011 &lYe tb .. 
a 100 :rear loan to p47 u back, thaae fellows are not aolnl to 
pa7 ua 1&# tor cottOD. I teel that 7011 tellon oucht to attaok 
the runu.ent&l poUcy and not attack the TreaBUr7. I do not 
117 that I taYor lona-ter. credit but I do not wtmt to talk about 
lt until the export co..odlt:r probla ill aolYed. 

Jlr. LeBlanc acreed mtlrely with llr. Jlorcenthau. 
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Jupe 26tb 

llr. llclleynolda repor ted, &a the rew.lt ot hh conterenca with 
Barr)' Bo-pldna thh morning, J~me 26th, that lopkina • a• ori«iiiAlly 
\UlWilling to appron any allotmen t or tunde from the Emergency 
Relief Appropriation for the cona t ruction of floating craft for 
either the Ooaat Ou&rd or PUbli c Health Service; that a compr omi .. 
••• reached by Which lopldne waa connl.tted to allot $1,500,000 for 
tloatint; c.ra.tt, the apecitic cra.tt t o be dui£11&t ed by the 'freuuJ7. 

u the reralt of tha Secretary'• contercce with llr. Boplci.aa 
thie afternoon the acre-t na reached that thia 111:10unt ehoul4 be 
increaaed t o t2,000,000. 11\)l)aequantly, in conference with 
llr. llcReynolda , Admiral Bullet, Co-'lder laeaoba, aDd C"",.n"er 
Hunnewell the Secro~r.r dea1gnate4 that the following it«me be 
eelected to cover tha $2,000, 000 to be &llotted aDd Co.-nder lauche 
and Commander HUnn .. ell proceeded to llr. Ropkine' offi ce t o modifY 
the application• t o conf orm to thle agreement! 

6 ~ft. Patrol boata 

& ~ft. • • 
10 38-ft. PiclDtt boate 

2 62-ft. B&rbor craft 

5 ~ft. A :a bcate 

$500,000 worth of life boats 

liote: 

10 llotor boata 

10 .b iation erath boate 

Conatruction of all of theae boata to be of wood. 

Previous meeting held June 18th 1D Secretar7 
Korcenthau'a office. Report of aeet1ng i a 
in thil book. 
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Jpt 21th 

llr. Oliphant telephoned attar he went up on the Hill 
to appear before Senator Harrison's Co..tttee on !axation, ;;& 
eai4, "Senator Harrison baa a4~ourne4 his Co.-ittee th1s aorn-
1111 on the around that the experts han not coapleted their 
t1nanoial estimates~ 
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JUliE 26TH 

Oliphant at.id "What happened a t the White HoWle 

yesterday was too good to be lost and ought to go into 

your diary.• 

171. 

"Attar the Preaident had t1D1ahed peno1l1ng oor­

~eot1ons on the Attorney General'• draft ot the measage 

on withdrawing the r1ght to sue on gold olausea, the A. G. 

leaned baok and extending h1a 41atended tront- oleYat1on, 

pontit1oated ponderoualy, •Mr . Preaident, what you have 

just done 1a b1ator1o. You are reaaaerting t he sover­

eign right ot Government to r egulate 1ta money, and 

that w1ll be a lan~k in the h1atory ot conat1tut1onal 

law. 1 

"Inatantly Henry, au1t1ng his aot1on to his worda, 

aa1d, 'It 11 now time tor us to al.l stand up. 1 An ap­

preciative smile tl1ckered on t he corner ot the Preai­

dent• s 111011th •-Y trom the Attorney General and the A. G. 

looked dased. That's what I call detlationl" 
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C .1/i'lat •• HOUl PIIR ICU'.ASE 

COIII'Jlll:~'I'UL. To be beld In 3l'IUCT CC:O'Illl!;t! an4 DO por\loD 

aynopala, or int imt\U m to be p@lta.bed or gtvon ou·t until lt~ 

READlNO boa been boaun in ett~r Houao or tbe COJl6l'Ou. !trtreme 

can au.\ toblr.rore be e>oer<: iaed to a vot4 p:reaat.ure pubUoetloo. 

S'l'llPR:lll EAI1LY 

.U.ls ten> SOcrot<oey to tile Prooldoo~ 

• • 

'1'0 THE COtltlai:SS ~ TilE UII'C!l STAT!:&: 

Before tN;. tel"!!inattoo o~ t his ae:.ston ot the Co~""eao, 

I bol l e vo tMt 1t 11 import ant that. dofi nlto action bo t atutn to 

oll:l1D4t.e any unc:ortatm.y witb reapect t.o tbo rt~: or boldera of 

uold elouee bonds ot t he Government to suo t c.r papent ettmr tn. 

sold or •loo jll, letgol toul'\er wi~b an &adittonal 8\lr.\ or s ixt y-nino 

cents on every dol ldr. 

To t.b 1a o.nO, l u.rgo tlle withdrawt.l by tbe uni t.ed statoe 

ot lt.e coaeent to bo sued upon ita currency or aecurHles. Tbe 

quoatlon or the ertoct ot tbo ao-callud SOld Clouse , 1n tho ligbt 

ot the eoo.etary l eslolatton ot tbe ?ltl Concreae , 04QII betoro the 

Supreme Court ot t he t e n: Just oloH4 . .\ a'.llt tor e ddlttoul ~­

ment under exiatin& ciro\1Mtancta 1 t ho Court s~14 , r.ould "oonstH ute 

not a reOOUJDent or loa.a 1n on,y p_roptt' eonae but an unju.eUtied en ­

r ichment," Bon4s ot t he U'nU od :itatea contai nins SOld c l.auaes -· all 

ot them iaaued , sold and r&yobl& wholly nit bin t he Ubi ted Statoo -­

ba•e b.een conUnuou.l'ly quoted on the oxct.nse• a t no hl~r ,ricea 

trAn bonda not contulning eueb olauoo3 . But t he cor.tiouing poaelb11-

1ty or eotione by littgioua person• loavoe open t bo continuing poaet­

bt l -:,t ,- or a pDCIUatlon . Tbore le no public interest. UDder the M COD­

ditione. in porodt t i ng e handful ot private l itigant• to e xplo i t tho 

geuoral public in the no,. or a Yholly .apoculattvo r r t vato profit. 

Thie conclusion trill bold eo long a e t ho Cong:r e u o.dMreo 

t o H e 4eolare4 policy, now :aoro tha.D a third ot a century old. t o 

maintain t he e~ual value or n-ot')' dolletr in t he u...""'ket . 

I recCI::r!llend , t.btreto.re, the ecact:ment or l ea,ttlattoo • bJeh 

will me.ko elenr t hat 1t to our rt.xod poltoy to continue c.o treat the 

bood-bol dt r a ot all our aoourtttea equally and unito~y. to attord 

atL1 bolder o:f &ey sold clause M eurt tJ, who t hiCl::e M could bT &Q7 

poea1b1ltty au1tain any looa in the future, an opportunity to put 

himMlt' t..d1&tel7 1D a poa!UOD to evoid such ru"Wre loaa , and to 

r0110ve ell poet1bfltt.T or u,- I'U.ite d.eaip d to haplr tbt OoveJ'Uant 

in eAatlnteterlQ& t.bo pu'blto dobt and tn tinanotna ito ordina ry a.n4 

-=e.rp.oc7 oxpea41tu.rea. 

172 

More apecirteall.y, I reeCII"mmDd the U..dtate onaotment or 

leciol.atloo (1) tba\ v1ll out!tor1uo orul dJ ... o\ tbe socret.arJ or lbe 

Tr66oury, nt the roquoet ot the holdera or sold olauM eecurt Uea ot 

tbe Ullit14 States, t o aka J10.1111&Dt tberetor 1n eo.e.b, doller tor dollar, 

.-tth acoJ'U6d. t.ntereet, or at tbt hol6er'a eleottou, to ue.ban.ce web 

aeourtt1ee tor non-aol4 olauae aeourt Uos with tbo HmD intttoelt rat·• 

an4 •twlty; (2) tllot Wjll toM!nat.o e.oy OODMnt whiCh t.bo UDitod 

statea • Y ba•• 1'0lunt&rU7 pqn to be .ue4 OD ita MCuriUea, 
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coins or currencies; and ( 3) that 11111 re-affirm tho fixed policy 
or the United States to make payment to all holders of its securltioe, 
coin8 and currencies on an equal and unitonu dollar for dollar beeia 
and will make a~propriationc available tor pa~~nts on this baeia and 
on thie baeia only, 

Thera is no constitutional or inbarent right to sue the 
Government ; on the contrary, the immunity or the sovereign from suit 
1a a principle ot uni·1er~ acceptance, and permission to bring such 
euite is an act or grace, r.bich, trl.th us, mey he granted or t>ithheld 
by the Congress. The courte , it Ia hardly necessary for me to add , 
will always he open to those nbo seek justice, but they o:ere not es­
tablished tor use by a tett to enrich th8111aelvee at the expense ot the 
many , nor to enable e fer. to haraea and emba~,.·a.ss. a:vereign action by 
the Government r.hen to.ken tor the benefit ot all . 

Not only justice to the holders of our currency and or our 
aeouritiee ·,,ho support and rely on our policy of oqu.<tl o.nd unifoxm 
treatm&nt to all, but also the intereots of our entire people re~uire 
that the Oovel'tliliGnt ot the United States make it clear that it cannot 
and will not consent to the uso of its courts in aid or ettorta to 
sa~otage the operatiOtls ot Covorllloont or in aid or private epecnlation. 

Thie proposal reasaerte and makes definite the control ot 
the Congress over the securitieo and monoy is3ued by the United States 

or u•rica. 

'i'f!E WRITE liD USE 

JUne :07 , 1935. 

- - - - - - -
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htore _,_ ~u. o1 tble .... 1. o~ tt~e COD· 

.,. .. , 4et1nlto utlOD ehou14 bot on to o1la1nato..,.,..... 

ta1Dt7 wll!l HQeot to tbl .Siht ot holdeN ot ( Old 11au11 

boDdl ot the Oo•= IBt to - to. ~Wit 1a &o14 - lD 

lepl '-tde p1ue • f.Doaoeuo of linJ""A1M pao ••t-. 
'l'o thlAI ad, I v tho wttb4rual. bJ th4t Ullolted 

8tatea ot Ue oonaom to bo IIIMCl \1POD 1t1 8IU'NJ\e7 • HCNI'l• 

tile. Tho qu•Uon ot tbl ottoot of t ho eo-oallld ol4 

ol.w~o, 1D tho U~t ot tile lUMtG'f 1ea1elattan ot tbl 

1M C. .... l, ._. bot-. tho S. I B I COID't at ~ t=-

Jut ol..... A Rlt ttW -"ttt1cmal ~ 1lllder ealetille 

oil'ew.t lll'tlll, the COUl't eatcs, woul4 "•cm•Uhto ~ a r o­

OCNJ nt 11/11 loel 1a q proper eonao but a ~~~tJWitltlof 

ll'll''-eh I It• " Bonde ot tbl unJ.tod l t&tll OODb.lnlq ael4 

olauaoa haft bee ~UDiloulf quoted OD tbl uob•c•• at 

a o bt,._.. p?llll theA bonlb • t OODta•ataa wah oJ.aue ... 

Dut tiM OOftHmiM pooalbUitJ ot Utts atlOD l .. nl epa 

tb.a oentlmald poellblU~ o f epeou.lattCD. 'l'bero 11 • 

publlo 11lter .. t, \ID4al' tbolo oCIJI4lt1an•, ln peii'Jiltttns to 

a tw peotTate Uttsant e oppel't~.mltJ t .w aploltatte, to 

tbl potenttol !DJ'II'f of the pUbllo, of the •w-oes -­
o.-ta1att• of tl:» lltuatlan 1Jl tbl ,_.. 1!/11 a ...U, 

epotnlatlft prt•ato pPOttt. 

uucau-. he • .,.. ~mJM~ODable, pu.ttlq tnto q..-

U• .- ODtnDt et t ho oatleal OeiJt ail tbl YalM of 4"".,.. 

-• au.-ttlN ta .._met to be 11n11ttUaa tn tte .none. Ae 
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the count17 aboul.d not bear t h1a n.eecU.et e burden or inae­

ourl v , t her e altould be protection ecaillat t'Ul' t.h"r ob i aa 

or thla cba~aoter. Tbia concluelon wlll bold eo l ane ea 

tbe Conpeu a4herea to 1 t a deolan<S polley, no7 ClOr e tbaD 

a t 'ltrd ot a century old , to 1Wlot• 1D the equal •al.ue ot 
e• eTY dol lar ln the ~ket. 

I r eooa.end, ~hcr~tore, th• enacta.nt ot l ec1a-

l U on wbic:b will ~luke clear that 1t ta our t'1xed ,;oUoy to 

contluu. t ? trea t tho bond-bolder e ot all our aecurlt 1el 

ec; \&d 17 c.t:d \m 1to1'tll,y, to attol'd wv I\. 'ld er ot mt cold 

ot&uu securt t y,wbo tht nka he eoull by a.ey roedb111t7 6WJ­

ta1D aiQ' lou i n t he future, 1o.t1 opport unl t)' 'to J"Ut hl• selt 

now 1n a poaitton to a• old such future loce, Mnd to r eaove 

all poaal bl ltty ut ~ 1t1cat1on deai(llkd to nn.per tbe 

Go••~nt 1 ad•~n1atcr1~ t'l• public debt and 1n flnancinl 

ita ord1Da17 tOol -swc7 upendltur411. 

alo?e apecU'to:.l lJ', I r ooo 11nd the t.ledia t a -

actant of lo&l l l AU cm (1) t ha t wi ll author1£e IU¥1 d1r oe• 

tho Secretary of ~ troesur,r, • t th~ r~uoat ot tho bol dera 

ot cold ol a\l.la eacur1Uaa or tbe Uni ted 6t c1t ea, to ulte pq­

~~eet th~Nfor, l!ollar tor dollar, With accrued 1Dteres t , or 

a t the bol4e~'• elect ion, to ucbLD&a aucb t.our1Uu f fW 

non-cold dauM e our1t1f>e with th• at.~~~ illtoreet N Ul aDd 

saturit)'J (2) thd Will w1 th4raw f11t1 conaeut which the 001\ef 

St awa M7 b&'Ye .oluotarll,y 11,..0 to be aued on ita a.our1ttea, 

Regraded Unclassified 



' . 175 
- .>-

ooi.U or ournnc1eiJ IIDd (3) that Will r o-&tfil'll the t!Jted 

pollq ot tM UDitM taws to Mke pqa nt to all holden 

ot ita MC\IJ.'lt.ie•, oo1M and ourrn~ctu oP m eqUAl and \lilt­

t o dollar for dollar b1111 and Will .ake GPfrQ 1at10DI 

11.nUable t or pqMt~ta on thil buta 4Dd on t. .. ll bul• oP17o 

2'bere la DO oonsU~UoJD&l or Ulberet rlpt. to 

111.11 t he 0oYeMl111Dt.J on tho contrary, t h111 U.unJ.tJ of the 

eover el &n tree ault 1a • princtpl~ ot un1v•~••l aceeptanoe, 

d pncn .. J.Dn to br lq aueb IJUlta 1a ~ aet ot ll"t~e~l1 wb.lcb, 

wit!:l u , IIG¥ be aote<l or wlthbelcl b1 tb Conpu s . 'ltM 

OOUJ't.s , 1t 11 harc!l.)' nacestAI'f tor M t o 1.4••• Will alweya be 

open t o t boae who aeek just ice, but tbe7 were not est abl11bed 

fOl' USe by a f etr t o Dl'1eh t h<'aaelYII a t t bo expense Ot the 

1U1DJ, DOr to e:oable • t ew to bttr"• f:lld barua IO'farelp 

aouon bT tbe GoYen:.Mt rmon t.r.Jt•n tor tho~ benefit ot &.11. 

lot oe]J' Ju.U oe to tlw bolder • ot our C\D"''IIICIJ' &ncl or our 

aecur 1 u .. 1lbo lllpJIOrt and r el7 on 0\U' pol1CT of ectul U14 

Ullitora \l'eatw-ot to au , blat aliiO th lnterelta ot CUI' 

\ire .,.O'Pb ncoutra tbat the Govern::~~~nt or tbt h t\e4 tlt &t ll 

Mb 1t ,u'f .. tlJ' elMr t t t.t .. sn·t aa4 wW DOt OOIDI(f)t 

to the u e or l.tl eouna 11:1 au ot etrorta ~ • llotac• tbt 

Op4N' tioea ot GoYel'llll nt or 1Jl ald ot apeeulatloll \lpocl tbt 

poul b111ty or aoUon brt ta.. GoYel"M/'Ilt Whicb tbe pUbU.e 

wu ... .., .eqwre 1t t o ..-. 
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JUDe a? • 11135. 

U t.he 11130 -UJIC the Secl'e\&17 &elced M to co to the Hill and worlt 

wlih llr. Crowle:r on pttin& ihrwp the Rouse the tM})Or&ey a:tenaion of 

7eden.l Dapodt in.uruce. 

llr. Che.rl .. Weet ne to Join llr. Croorle;r eel. I &t llr. Oro'l'le;r' • offi ce 

but eince he na cl.etained &t the lhite Rouse , llr. Or011loy and. I want to 

the Rill Y1 thout hl.a. 

We f1r at u.w Sp..X.r :Byrne who agreed to take the reeolut1on up eel. 

han 1 t paued b7 iho Roa.aa Jue t ae soon &a t.he Rouea llanld.ll& and Ourreno;r 

Commi ttee reported ito 

We ihen went t o ••• Sene. tor Robin eon and a:plained to him t.he nec .. d t:r 

ot final leciel&Un act1011 on the resolution before the let ot Jul;r. Senetor 

Robinson e&icl. tbat the ~ to a:ped1 te 1t was to got the lfouee to &et and 

then aond i t back to the Senate f or concurrence in &n:r Rouse amendment•• 

lie e&id ih&t the Senate had planned to reo ... OYer until »on~ eoon &tier n0011 

on Tlmrs~ but that be would hold them in .. aeion Wltil we could pt the 

reeolution onro 

We ... at back to the Speaker ' • rocn to eee what C("ll.d be done &bou\ 

pttin& acUOD hca StMQJJ.l ' • c~ttae. 

!he llouaa connned &t ll &Del. Stee.g&.ll n.e on the noor ..u .... arlnc the 

r oll call an4 l&tor getting permiui on for h11 c-..J.tiee to 11t dnrint; the 

&tternoon J!oQaa aa u1on. lfe did not eeem to be llllCb illlprened with the need 

t or apeed &Del. we were s he to unMratand that the o-..J.ttea had adJourned 

untU &ft~ 

llr. Croorlq tal!rad to allld of the meben ot the o-..J.ttee in t he 

corridor eel. 1 talke4 to ·- othara &Del. the7 all a.-d to be a.sr-ble t o 

act1011. In f&ot ·- ot u- were dtUas in the ccamUtee roca 'AltlJIC 
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for the Ohairman to appear, but t hil ~~eeUng •• interrupted by a tramber ot 

roll call• •• cn lng thea to the n oor of the • - • · 

M:r. Birdaall atqed outlidl the eCIIIIIOittH r - ot the Rouae Office 

Bu1ld1ng0 t or the -t part, keeping 1n touch wUh wl:a t went em there. 

ICY •in hncticn -• to keep ProddiDC people along. Cbarlea wut ucn 

ba'f1JI6 ahown up &:114 U aHaing to • neoe11a17 tbat the White Bouae get after 

Steagall I went looll:inc f or hl.ll. Be had been 11111¥la1d by !an Corcoran and 

the Ot111t1ea llUl people who reahted etforta to .U.W h1a •'IIIII¥ etatillg that 

the Ut111t l ea ll1ll waa the moat t.portant thing on t he achedule. I ~reaaed 

West with the urgency of the 11t'aation and he came and 'phoned to llcint,..e. 

'l'h1nc- t?Ont1nne4 to 4ra& and Mr. Crowley and Wu t eere dhcuaaillg w1 t h •­

faYor the 14M of calling neeyth1ng off and l et 1 t go onr until llandAy 

or 'l'uea~. I dieaented. :r1nally I got St~ll ott the n oor ot the Rou111 

&.'ld West tallcecl with him, emphaliaillg the fact that the Prea1dent wanted h1a 

t o act. Stee&all waa inclined to take hia time and he dido .lbout 8&30 

the Stea&all c-..J.ttee reported out a Joint reaolution with a 60 day extcai'* 

aa an ,._~t t o the yeara extenaion a a agreed to by the Sel'l&tee 

:Before they could get the reaolution on the noor the Speaker had 

retired to hh office &:114 loelcecl hi.uelf i .n and Jlr, Ba;rburll bad tebn the 

floor to dtacuaa the Public UtU1tiea llill . llr. Steoe&ll and llr. Hollister 

were aeelcing vainly to get Speabr Btm•• I then telephoned t o thAI Secretaey 

with the requ.au that he telephone t o ~r JITrn• urging actioo, which he 

d ido 

I alao went to ••• Senator Robinson in Colonel lhlaey1a offia. (where 

Woat and C!'OWlq the were) to urp that he 'phone the S:peUar to apeed liP 

act101lo 

a -· acreed tha\ llro ~ owldnot be talc• trOll the noor 'In>\ lha\ 

aa •- aa he bad t1ni.W the S]ladrar would pv.t the reaalu\lcn throacho !h1a 

..... _ 
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.Uter upl•1n1"« to Wee\ t.bat t.here ._. treoa-U:r ueat Wq 1a 

tha ph;ra1c:el tranafer ot a reeoluUon or bill fraa tha Bou .. to tbe SeDa\e, I 

went t o meet tbe S.creta17 who •• con!errilll; at ol o'clock with tha De11100rat1c 

110mbera ot the W~ and MIMe CC<IIllitte& 1!1 the ottice ot the Bon .. Lflg1elaUn 

Counael , llocD lie, Old Bouae Ott 1ce Build1JI&. .Uter beiDg there a abort tiM 

the Secretary aalced • to return to tbe CepHal to ll8b aure that action 

proue .. ed an the depoal t 1naurance resolution. I tOUIId that while tha Joint 

reeolut1on bad paned tha Bou .. at II o ' cloolc 1t had not 78t at 6130 reache4 

the Senah. llr. lfeet lmnted out Sp88ker :B;yrna 'IIllo 1natru.cted llol tJ.ctm, the 

read1J16 clerk to tall» 1 t onr at onoe. lfeat aud I eacorted Bolt1gan tram the 

llouae to tbe Senate where ... tlllmAI. tha1r loo1couta auta1de t ha door -1t1J:Ig t or 

ue. 

'l'he emend!M!!t ot the Bouae waa concurred in 18Mdiatel;r b7 the Senate. 

I then returned to the conference with the 11~ and Ileana CC<IIllittee -ben 

whare diecueaion ot hearinaa on the new tax bill wer e contimled IIJid 1t wac 

o.greed 1t wO\Ild be pq.icall :r 1mpoaa1ble tor !reaaur:r repreaentlltlna to be 

rect.4,y rlth au,ggeaU0111 and eatilatea by !ueacla.T ~· 

c. :B. tJpbea 
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June 27th - 9: 30 Meeting 179 

H. ll.J r . reco11111ended to lliss Roche that Frank L. Boyden, 
Headmaster of t he Deerfield Acade11;1, who i s recognized as the 
outstanding Headmaster in New England and who also i s on the 
Board tor the llassachusetts State School tor Wayward Boys, be 
asked to serve on the Executive Committee ot the Youth Program. 

H.M.Jr. also suggested to Mr. McRe111ol ds and Mr . Bell 
that they work with Kiss Roche in selecting someone to represent 
him and to act as assistant to Kiss Roche . It was his idea that 
this assistant would watch the expenditure of funds and s pend 
the greater part of his time 1n the field . He suggested Bill 
Wright, who i s now 1n Buttalo. Kiss Roche declined to have 
Ulss Engel as another assistant. 

H.M. Jr. instructed McReynolds t o have dat a ready for 
him to take to the White Bouse at 1 P.M. Monday. This informa­
t ion should be prepared to show bow many boats, type and how 
lllllCh each would cost. When Mr. Gibbons said be thought it 
would be terrible to build them of wood H.M.J r. said Coast Guard 
people were sure taey could be put in 60 teet ot water and 
further it would be impossible to get t he Presi dent to accept 
any sort ot boat but wood. 

Mr. Bell said Jesse Jones bad asked tor an adjustment 
on interest rates; that Mr. Coolidge and he bad suggested that 
they give Jesse Jones 1/8 otc~ on notes on which be would g~t 
n.o r eturn, such as loans to .-tates 1n form ot relief 1 and ~ 
on other loans such as loans to closed banks. Kr. Morgenthau 
agreed to reduce the i nterest rate 1/ 4 ot ~ !rom November 1 
to Vay 1, Mlc1ng i t ~ which is the average interest r ate on 
the public debt and on money be has given away 1/8 of 1~. 

Kiss Roche reported that satisfactory arrangements 
had been perfected between the Labor Department and the Childrens 
Bureau f or Public Health work under Yout h Security Program. 
At t his point B.H.Jr. presented to Miss Roche the !lag of the 
Assistant Secretary of the Treasury whi ch was presented to her 
by the Coast Guard as a memento of her recent visit to the 
Coast Guard Acadeiii,T when a 17 gun salute was fired in her honor, 
this being the !irst time such an honor has been bestowed on a 
woman Assistant Secretary ot the Treasury. Miss Roche expressed 
her thanks. 

B.K.Jr. told llr. Gibbons that the President would not 
consent to th6 appo1nta~ent of Howard Bruce of Balti110re on the 
Congr essional Library Co~ttee. The President said be would 
o~ put Bruce on the Co.-ittee provided be could cet Senator 
Tydings back 1n the fold. H.K.Jr. told llr. Gibbons to C et this 
message to Jlr. Farley or For bes Korean. 
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B.II.Jr. 1DIItructecl llenan 0 li}lbant to look 1Dto a 
posllble ~our 1DIIertecl 1D the Benlr1n1 Bill llbJ.ch wU4 pendt 
J. P. Mora an and banlten to 10 1Dto tbe iaiiUe bu1Dess and stUl 
not be sv.b~ect to the rqulatlODa of the Security Co •sllOD. 

llr. Oliphant sunestecl t o B.LJr. that he call Senator 
nng an4 NT 'l're~ experts 1IOUl4 l1lte to ..U a ta Jdmate 
stateaent before his IIUb-~ttM. B.II.Jr. diaqreecl with th1a 
IUI&eat1on, ea71Di he thought the farther aw&7 Tre&IIU1'7 :O~e 
•!~{ed troa the h1ll the better 1 t would be but nt4 he 
o Senator X1n& m4 aa 7 that we lhould l1lte to appear aa 
Trea~~UrT experts and g1Te 7011 &117 1Dtoraat1on 7011 want. Senator 
lt1ng asked Trea1N1"7 experts to appear at <& o'clock and H.II.Jr. 
1nT1ted Jlr. Haaa, llr. Oliphant and Co-.!111onar HelYerillg to 
appear with h1a. 

• 

Regraded Unclassified 



UTAMOOI( • CO. 

RECEIV£0 
Tll(.UORY OEPAAT .. £,.., 

i~UN 28 1935 

....... ,. ,. .. ...... .... ~. ...w-.u.,.-.1 .., 

HIW\'OIIIC 
....... .. • · l'I!Oo 

omccOF 

I 

.O.f0101 H&W 't'Otlllr 
/4$Sf. SEC'f. GIBBONS 

!be tolloriJIC utracta or llpMO"ee .... be ••t-dl&l to 1VII .. 
thtg" an to .. , 1A .,. .. of the torr• t of _.,. polll'ecl wt. br the pneat 
.&tata1;nU•J 

-1 &o- ._ pre-t. _.eht.raUoo of be1JI( the creet. .. t _,..,.. • ....._ 
1nnt.1• 1& peace U..a, 1D all our hiatoQ' - oDe 11h1eb bu pUecl boar­
.,. blarMD, ~aaloo OD ~a&loa &Dd hu t eiled to o tlcl pet.e t.be dire 
oeeda or reduced NrDiDI po•er or the people. • 

Fr•olti1D D. Rooanelt. apeech at Sl ooas CltiJ, 
Ion, Capt. 211, 1112. 

-x rep.rd rechct.ioo 1D Peclw&l ep•.U.. •• ooa or tbe ..,.t. U.Ort.eat. la­
or tllla " 11fdp. Ia ,. op1D1oa, it la tile - t. direct &Del etteoU•e -
t.rlbllt.loo that IOYel"'IIIC t. cc ute to bllalaeu.• 

Praakl1D D. lloo•e•elt. apeech at 
Plttabllrp, Pa. Oot.. U , liS2 • 

.... ................. 

~ditllree pt Goft,._t. tr011 Prea. 1'ajlb1Jiet.OD to Prea. Taft, 
1111 - 1151. 1DcluJ..,. 
total ot lt' 7ear• • • • • . . . . • • • • • • • • • • 

total of 5 7-.r• • • • • • • • • . . • • ... 

••• •• 
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11'1'AT'P!"' Of N'l'!IOP!\l,t,!!OJS J'OI m6 ccv•m JITB !Q 1936 J!!PQI! Jm¥Mrll 

LochlaU •o oo\uu.-., 
~n .. u._ _, uUj>-.., ootull-.h 

lxo..,tho AD4 1a6opadoat oot ull.-ODt 

••rc-q 
.l,r;rl coal tvo 1ach41&c .u.t. 
co .. rc. 
l alulor 
.TuUc. 
LU..r .. .,. 
I late 
!1'Mftr7 
..... Aw..u.c r­
Po•• tflco 
J), c. 

total, roplU' 
IIIPpl-.1 U • 
-eral hltllc Wo~o 

7.\16, f21.6gJ.l~ 

(1) I&Cla• t7,555, 000 • U oJPOaU4 \alucoo 

Appropr1a\loae . 
.llum&l 

~75,000 

(2) f!IO,OOO,OOO .&pproprlato4 1D Utlwltvo llapar\•a\ .&aiiiiiAl .&c\. 

<( l( 6 0 
1
11)(1 D(l(l 

I I 

fo\al 
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(!hh tou 110\ 1Acl'D48 elher eoqlllret '117 uUnall .. \loa or pu'Cha .. • of ~eUc 
lliut .tlnr ta11 .. H4 \o \he IIlah a\ f1D4 picu.) 

April 19M 11,9715,000 OWicea 

lla,r • 9,100,000 • 
hM • 61,099,000 • 
.JUl7 • 6,3a3,000 • 
.&Dcu•• • '8,49t,OOO • 
a~t•btro lt,?aa,ooo • 
Octo 'Iter • a15,H7 ,000 • 
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J__., 19315 39 ,0?0,000 • 
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llarch • 13,~,000 • 
April • 3,100,000 • 
llq • 11,'88,000 • 
hM • 38 ,990,000 • 
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June 28th 185 

H.K. Jr. talked to Harry Hopkins on the phone and 
asked 1t it were neoe1sary that a woman go on the proposed 
trip to Alaska. Kr. Hopld.ns explained that it was lira . Fuller 
'tfbo was going and H. K.Jr . aaid that would be all right. 

H.K. Jr . than suggested that 1t it was necessar7 &I 
he (Hopkins) laid to take a stenographer,tbat i t be a .an 
unl.ese he (Harry Aopldna) wanted to USUIIe the 110ral reapon­
sib1l1t7· 

Jlr . Hopldna wanted the bOilt to remain in Alaskan 
waters for the return of the party but H.M.Jr . said there 
was no point in tying up a boat that long and they would 
send a boat for their return. 

Regraded Unclassified 



J31ne 26th 

Mr. KcRe:rnolds reported that Ballinger and the 
Coast Guard men were meeting and that Ballinger is not 
disturbed by Admiral Stanley's attitude. 

Mr. Haas reported that the Trade A«ree11ent 
Collllll1ttee, working on the Canadian 111reement, had approved 
a r eduction in tariff from ts.oo to t2.00 a gallon. B.K.Jr. 
sa id he thought it they dropped the duty on imported liquor 
temporarily it would be all right. Mr. McReynolds thought 
there was no doubt the quantity imported would increase, 
thus offsetting any loss in revenue from the reduced rate. 

186 

Mr . Baas also brought up tor discussion a ~~emorandWD, 
previously prepared by the Secretary, on Section 15 of 
B.R. 8052, amending the Agricultural Adjus tment Act. This 
seotion authorizes the appropriation each year of 3~ ot the 
gross receipts from Customs duties tor the payment or subsidies 
to agricultural exports, the pu.rcb.ase or lease ot sub-marginal 
land, etc. , and, in the Treasury's opinion, would conflict 
with the President' s budget. B.M.Jr. asked to have a fUrther 
report on Tuesday, .July 2d, attar Mr. Bell, Hr. Oliphant and 
Kr. Haas conferred. 

Mr. Gibbons reported that Kenneth Watson, or the 
Cleveland Press, · had asked tor confirmation of a conference 
supposed to have been held at the White Bouse, where it was 
proposed to have Senator Bulkley resign and appointed as an 
Ambassador. B.K.Jr. had never heard of it. 

llr. Gaston reported that 1liss Roche is Chairman of 
the Executive Committee on Youth Security and Aubrey Williams , 
Director or the National Advisory Committee, were not in accord 
on publicitn that Williams pa.ints a broad picture of the 
wonderful things to be done while 1liss Roche says there are 
3 lllillion 350 thousand young people to be helped and we can 
assist only halt a million. B.K. Jr. said be would talk with 
lliss Roche about thi s atter the meeting and also with Aubrey 
Williams. 

Mr. Gaston said there was a rumor in Wall Street 
that Coolidge bad or would resign and that a Mr. Grise bad 
been considered. B. M.Jr . asked who Griss was and said he 
knew nothing ot the rumor. 

Regraded Unclassified 
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