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1 
Februerv li:d 

For a nl..l!lber of days v11rious articles which I have been 
re~dlng plus what has been happening in Congress plus the informa­
tion thqt naturally comes across my desk has convinced me that 
the President is extremely vUlnerable to attack on his spending 
progrum . Furthermore, the whole fiscal policy of the government 
is u t the cross-roads depending upon how we are going to puy for 
t he new agricultural program, the bonus, etc . The final straw 
was Dr . Gallup 's article in the Sunday paper showing that only 
~~ of the people that he polled want new taxes . 

On toe way back from Willit~msburg to-duy I had a chance 
to do plenty of thinking and at 1~ o ' clock, when we went through 
Fredricksburg, I telephoned the White Bouse for an appointment 
and go t one for 5:15 . 

I called up Charlie Uichllelsoo at 2 o ' clock , when I 
re~ched Washington, and asked him if be did not thi~ that one 
of the most important problems we had to face was the cost of 
running the government;:. He unhesita tingly said that it is 1bJ!. 
mos t important pr oblem . I told him that I was going to see the 
Pr esident ~nd he asked me to c11ll him back- on Monday and he 
would do everything be coul~to help me. 

The President saw me immediately and I stayed 11ith him a 
little over an hour - Yiss LeHund being present serving us teu. 
Be w11s fixing his stamps while I talked to h1m . I told him thllt 
I understood from Jake Viner that the Republicans were going to 
concentrate on attacking him on his spendiug program - just the 
way he had attacked Hoover . "But~ I s:..id, " the Repuolicans have 
ten times as much material now as you had three years ago; that 
t hey were going to defeud the small business man and attack big 
business . Furthermore, that with the exception of the first six 
~onths that he was ~resident all of the publicity thut came out 
of the Wbit.e !:louse was "spending" and "more spending" and not a 
single word about economizing; that it was still time to talk 
und practice economy and that if he waited very much longer they 
would simply accuse him of doing J.t for the political effect. 
To my great surprise he sat there very quietly, nodded his he11d , 
smiled at me and said, "you a.re right" . l:le never argued b&ck a t 
me once, except to say, "they hlive overlooked und misinterpreted 
what I said in my Message to Congress - that I pointed out that 
as business improved we would gradually curtail expenses" . I 
said, ''yes, thst was very nice but you have done nothing about it" . 
"""in he said, "yo,_ are right" . 

I have never seen him so gentle or so receptive to 
suggestions . 
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The .-'resident then said , 1wtu..t would you suggest doing?" 
I suid , "well I, as Chhirmun of your Lending Committee, could 
cull them toget her and possibly do something but that would not 
h~lp you uny. You have got to do it and let the word go out thut 
you culled a meeting in order to begin to s&ve". He saidj "whom 
should we call - Missy - take this down. I suggest that ones , 
Fahey, Ic..tes, j(yers und Stewurt JicDonuld come• . I then s&.id , 
1 whl1t about Tugwell" .. nd he said, "no, don 't let's have Tugwell. 
d~ is in &. sort of nPw business of lending to farm families tn 
distress, and if we cull him in it will sturt up a whole new line 
of thought &.nd argument". I said , "fine, that wHl make the meet­
ing thht much eusier" and he let me get liWay with that . The 
President also did not want Chester Davis . 

Then, to my surprise, he said, "let ' s have another 
meeting on Thursday and tulk over the 4 billion 8. I said, 
11fr::.nkly , I have been afr6.id to bring thht up" . He said , "why not?" 
Then I told him that I d id not think we would spend more than 250 
million dollti.r s in Januury ~nd this seemed to surprise him greatly 
... oa he said , "at tl4t r ate Hopkins will h!:ve enough to go until 
July 1st, alt hough he bus been t elling me that he could not lust 
after toe 1st of Muyn (a Month ago Hopkins said he could not go 
until the 1st of April). The President said, "I would h&.ve gotten 
around to the 4 billion 8 long ago but I have been waiting for 
Bell to come back. I mC<de inquiries and found out that Bell would 
not be back for &. week" . VIe both agreed thut it wo.s 1:1ot necessary 
to wuit for Bell. The President then sald , "well whom should we 
huve to that meeting« and I said , Ickes und Hopkins to which the 
President r eplied, •Bopkios is away but thut does not muke any 
difference, we cun have Viilliams in his pluce·• and I said, "Tugwell" 
a • I said, "ho\? :.bout th<> new mun lfho is tC<king WE-lker 1 s place at 
KF.C ur.d he sc.id, by &11 means 0 und , he added, 11 yourself' 11 • ..gain 
I ~us ~lmost speechless at the way he let me write tne whole ticket. 

I then said , 11 I have one more suggestion to make . I 
think you ought to get a national figure who is a good friend of 
yours in whom you have confidence and who believes in you and make 
him Director of the Budget so that the public will know that you 
a re really interested in trying to economize." He agreed to that. 
l'ie discussed various nc.mes but could not reully arrive at any con­
clusi~n. I was very much amused at Miss LeHhnd seriously suggest­
ing Bill Bullitt and the President said, quite curtly, nuo, no, he 
i~ ~11 wrapped up in int~rnatioDGl diplomucy o.nd knows nothing 
about this" to which Kiss Le&.nd answered, "but he would like to" . 
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The President then Shid, "if we b in to sbow that we 
w~nt to save money, Will it not make it more ~ifficult for me to 
get throush my tax b:Ul to P~<:r for the Bonus" and I said, "no 
doubt ~bout i t bu maybe we can save enoUgh so that we will not 
h~ve to hbve any taxes to pay for the bonus and if you read 
Lr . Gallup to-day you will see how unpopular new taxes are" . He said he had read Dr . Gallup . 

If the President will really go through with this 
progr~;m and begin to t&.lk and pr~tctice economy it may be he 
turning point i n his whole hold on the people because there is 
no question that many m&ny people are really worried about this 
~?e~ing progr&m because they cun see no end to it. 

3 
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Senator James Byrnes 
lfon<!ey 
February 3, 1936. 

IDI,Jr: 

B: 

H!l , Jr: 

B: 

IDI,Jr: 

B: 

B: 

IDI , Jr: 

B: 

Blf,Jr: 

B: 

Blf,Jr: 

B: 

Blf,Jr1 

B: 

Hello 

Yes 

Jimmy Byrnes? 

Yes 

Henry Uorgenthau 

Yes, Henry 

Yes, Henry 

I 1ve got in the office here, General Hines, Breining 
and the people from the Budget everybody who 
might have anything to do with it . And the General 
talked to UcCarl for about twenty minutes and when 
they got through - the impression of the people in 
the room here is that the position taken by the Bureau 
of the Budget is right and the position by KcCarl is 
wrong . Now the only thing that we can do in a case 
like this is to refer to the Attorney General and try 
to get a quick ruling from him, you see? 

Yes 

But McCarl and the General had it out here for about 
twenty or twenty- five minutes and when they got through -
we think we're right . Now our boys think that the very .­
oh, some time within an hour or two they ought to be 
able to hope to get something out of the Attorney General. 
But they ' ve been au over this thing and they t hink that 
the position Bell took is absolutely right . Now the 
only person that can settle it as far as the Treasury is 
concerned is the Attorney General. 

1'/ell, the 
if I 
1t in his 
by him. 

only thing to do 
don 't approve of 
subsequent bill 

then is 
that, 

to print it . And 
Vic wHl incluC1e 

and so determined 

Well, I 
'billion 
and 

I after all, the President sent that two 
three hundred million up and that was his estimate 

I know, but we haven' t got to give him all he asks for . 

lo 

I Han the 
on figures and 

he ' s got the he sends it up 
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IDI, Jr: 
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He sends them up on figures based on -

The best figures he can get 

The Bureau of the Budget 

And they determine whet her -
and the 

from the Budget 

I don't th~ McCarl as a matter of fact gets in on this 
thing as f a r as we 1re concerned . 

No - it seems that as long as 
because what we need isn't going to 
be any• - there is going to be a row between the Con­
gress and the President . 

Rli , Jr : Well 

B: 

II)I , Jr : 

B: 

HU,Jr: 

B: 

Of course 
the Republicans will try 
will try to keep it off. 

it won't 
to add i t on and the Democrats 

And -

Well - you ' re being, as least you ' re being frank about 
it . 

What? 

You' r e being very frank . 

Well, I say exactly what 1t is, th~ - because they 
want to - they want to add every cent t hat the Pr esident 
asks . And they say that what the President 1s doing 
I know that the President d1dn 1 t . Ne~spaper fellows 
think the President did it and put the 1n a hole the 
fellows who voted for the Bonus . I know that's not the 
President ' s attitude at all . But the Republicans be­
lieving it , outside of Steiwer and the average fellow, 
they' d they'd be disposed to go a long and - but up 
till the - the others who determine whether they 111 ap­
propriate that amount of money now and they - so far 
as your attitude is concerned you could turn it down. 
The safest thing , it seems t o me, is that if you do· 1 t 
want to turn the five hundred million over t o the - to 
the Life Insurance Fund that you wouldn ' t I !'lean 
that you wouldn't distribute to wouldn' t 
deliver them . That would be up to the be-
tween you and the Counsel and it would mean those boys 
wouldn't eet thei r certificates . Then i t would be up t o 
the Congress to deterp,t1ne whether or no they woul d go 
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ff'J,J'r: 
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H).(,Jr: 

B: 

!Doi ,J'r: 

8: 
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in a subsequent bill if the Attorney General should 
convince them that be was right and change the lsnguaae 
of the Bill or appropriate the five hundred and seven 
million dollars . 

Well -

But here ' s the question in my mind, what Hines wants 
to do is to build the damned appropriation up . If I'm 
any jud~e, I mean, that's what Breining wants to do, 
I know that, he just -

No, no 

- would get every damned item in there. He ' s got -
he ' s putting interest it would this morning 
and he wanted to make a hundred million dollars for -
out of the two hundred and firty-four , when 

it was only two million dollars in death 
claims a month ! 

Yes 

By God l be wanted forty million tor death payments -
that would be twe~ty months 

Yes 

And then these bonds -
June the fifteenth 

these bonds 
enough 

forty million, And he wanted to put 

Yes 

are distributed 
for five months . 
that ' s twenty times 

So that ' s that's the reason I , well , I 1m like him, 
I know what he wants to do . Re wants to build this 
appropriation up and we want to build it down . 

two. 

Yes, well , I (laughter) I don ' t want to get into a 
discussion, but the way - it looks to me as though the 
President will have to look to the Republicans to 8et 
the money be needs. 

But - and he may get it, but he ain' t going to look 
to us to get more than he needs. 

(Laushter) 

Because he ' s been trying to hold him down in every other 
item and in this one 
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Yes 

He ' d be about right that he could hold him down . 
Now I'm not eoing to give Mr . Breining any twenty 
months death claims at two millions n month. Then 
these these things - these bonds are to be 
issued June the fifteenth, they take the lace or the 
Adjusted-Service Certificates that he esti.mated to 
be twenty months, at the first shot this 1110rning. 

Well 

That ' s - that's bow I judge his opinion on the matter . 
He ' s just - I have no doubt - perfectly sincere in 
believing that he coul d get an appropriation for overy 
thing . He don't care about the polit~cal end at all. 
Neither does General Hines , but we do. That ' s our 
business, to look after the political 
Senators. 

Well, now 

He isn't he isn't going to be out f i ghting it 
fighti.ng for it 

No 

And be won ' t be heard to say a damned word . These 
fellows who help will have to meet this thing and we 
want to make the Budget showing as good as possible. 

Well, now, Senator , if you don't mind , I ' d like to 
report this conversation to the White House 

You can do it, but what I think you ought to do would 
be your own judgment about it because I ' m still judicial 
about it 

Yes 

Is what you said at f i rst , if you want to be guided by 
the Atto=ney General 

Yes 

Just take it up to t he Attorney General . In the mean­
time, if we - I ' ll talk it over with these fello~s and 
i f we take the responsibility that we say we ' re not going 
t o give it to him 

Yes 
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or tor it until - until we ' re 
convinced that it has to be done. 

Yes 

That we're not Just going to add an appropriation 
its original purpose to it except to build up in amount 
to pay some people who want to say we spend a lot ot 
money . 

Yes, Well, I 

It he determines, though, that it should be done, 
or we become convinced, we can put it on another 
appropriation bill. 

Well , ~ position is that until the Attorney General 
tells me that the Bureau or the Budget is wrong I 've 
got to stick to the Bureau or the Budget . 

Goodl You stick to the Bureau or the Budget and I'll 
say they're wrong (Laughter) 

All right, J i mm7 

Goodb7e 
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Yebruary 3, 1936 

Senat or Byrnes called up and said they wanted to cut 
~5071000,000 from the appropriation bill for th~ bonus . The 
total of that bill is ~2, 237 ,000, 000. The sum proposed to 
be cancelled is money which the veterans have borrowed from 
the insurance fund c ~llateraled by the soldiers ' service cer­
tific-tes . Byrnes said he had taken it up with McCarl, the 
Comptroller General, and that KcCarl says it is not necessary 
to include the $5071 000, 000 1n the appropriation to pay the 
bonus . 

After his conversation with Senator Byrnes , the Secretary 
immediately called in Fulloway from the Budget , Bartelt , 
McReynolds and Hester from the Treasury, and General Hines 
and Major Breining from the Veterans• Administration. 

Bartelt and Fulloway both told the Secretary that McCarl 
was absolutely wrong and that the Budget Bureau was 1n com­
plete disagree~ent with his opinion. KY, J r . then called 
the Comptroller General and told him he had General Hines in 
his office and would like to put him on the 1 phone and have 
him discuss with the Comptroller the technical aspects or the 
bill . The following is a report of their conversation. 

IDI,Jr: Bello 

Operator: Yr. UcCarl 

~,Jr: Hello -
Comptroller 
UcCarl: Hello, Ur . Secretary, how are you? 

HU,Jr: 
J , R. 
licCarl: 

l:!li, Jr: 

!.IcC: 

t!II , Jr: 

I ' m fine. How are you? 

Well, pretty good 

Well , I ' m about the same . Senator Jimmy Byrnes 
just called me up about this appropriation bill to 
pay the bonus 

Yes 

And he ' s very much disturbed about it and he said 
he had talked to you. And I have in the offic• here 
all of our peopl~ but Bell is away but General Hines 
is sitting across the desk. - And 1t 1s, as I under­
stllnd it - the Bureau of the Budget takes one 
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position and you take the other that is, ac-
cording to General according to Jimmy Byrnes . 

:IcC : Vlell , I didn't know what position the Bureau of 
the Budeet had taken. But he just asked me what 

HJI , Jr : 

\IcC : 
General 
Hines : 

UcC: 

H: 

llcC : 

H: 

my view w~s and he ' s probably rutting them together . 

Well , now, if you don't ~ind , I'd like to put 
General Hines on and let him talk to you he ' s 
a~ross t he desk becAuse it's so co~plicated. 

Fine 

Hello , General 

Hello , General 

The question arises out of t he five hundred and 
seven million dollars t o go into the Government ' s 
converted life i nsurance fund to release the certi­
ficates we have there on which we have made loans 
to Veterans. Now the law provides , as I understand 
it, an issue of five hundred and seven million 
bearing four and one half percent ten year bonds 
that is they're not callable for ten years but 
any part or them needed to pay losses from that fUnd 
can be sold or will be redeemed by the Treasury to 
meet those losses . 

That's right. 

Now, the attitude Mr . Bell took, when we talked to 
him, was that the entire appropri~tion would have to 
be made to the Adjusted-Service Certi~icate Fund and 
from that fund they would purchase five hundred and 
seven million dollars in bonds which would be turned 
oyer to the Government Life Insurance Fund . Now, 
apparently up there they have on idea that they do 
not need to appropriate that amount. And of course 
we put the estimate in for the full amount f ollowing 
the thought or the Director of the Bureau ot the 
Budget that the whole amount ought to be appropriated 
regardles& or bow much cash the Secretary of the 
Treasury had t o raise to meet the entire situation -
he would always have the appropriation available to 
meet it all if the Veterans demanded all. Now that ' s 
the problem that's before them up there and I think 
they ' re trying to get the Secretary to agree that it ' s 
nat necessary to appropriata five hundred and seven 
million of the two billion two hundred and thirty­
seven million, thinking that he could i ssue those 
bonds without an appr opriation. 
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YcC : Vlell , off hand , I think he can. 

H: Well: now, that's what they're saying up there. 

McC: I don't know any reason why they authorhed the 
bonds to be issued under the Second Liberty Loan 
Act 

H: Yes 

McC : And - there' s Just an exchange of securities . 
You already have in t he Insurance Fund, representing 
security for l oans, these AdJusted-Service Certifi­
cates on which you have loaned from that fund 

H: That' s right . 

McC: They want to clean up the Insurance Fund and get it 
out of this bonus pictur e . 

B: That's right. 

~cC : And under Section 5 of the new law they authorized 
the Secretary of the Treasury to issue bonds of the 
United States bearing four and one half percent 
interest - ten years bonds , not callable within ten 
years, but, this admonishes the Secretary, that if 
you should need any money in the Insurance Fund before 
that ten year period, you wo Jld have to dig up the 
bonds yourself They will have to provide money 
when that t ime comes . 

H: Well, now look, have you cons idered this language in 
Section 5?- n,, ,, • •• and to pay to the Untted States 
Life Insurance Fund the amount of the outstanding 
l iens against such cert ificates•. I think the 
Director of t he Bureau of the Budget thought f r om 
that "pay" that it would r equire an appropriation to 
pay , 

McC: Well, I don't think so, because they tell him how 
to pay : - n, ,,,,,,,and that ' s to pay in the bonds 
of the Uni ted States issued pursuant to this author­
i ty" . I don ' t t hink t hat we ~ver appropriate money 
for the purpose of redeeming bonds that r e redeemable 
at some future time. 

H: Yes, well now that ' s the point that ' s at issue . 

lloC: llaTe we ever - does Treasury know of any 

6 
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B: Well - I ' m not sure - I couldn't answer that, 
whether they ' ve issued bonds without an appropriation 
back up but apparently the Budget felt in this case -
and I rather agreed with them beo~use of the language 
of the l aw both in the section tnat I have referred 
to and 1n Section 4 and then t he wind up of the bill 
where they direct or authori~e an appropriation to 
cover the whole thing . 

~cC : Well, of course, an authorization to appropriate 
mesns simply as much as is necessary. 

li: Yes 

Moe : So that isn 't controlling - No, it's this is 
that only thing that occurred to me, General , whether 
or not and somebody in Treasury ought t o look 
that up right away This, as I regard it, is 
nothing more than a substitution of securities, i t 
isn't payment rea1ly , it' s substitution, but they 
used "pay" t here to accomplish everything with one 
word, that is 

H: Yes 

UcC : he is to issue these four and one half percent bonds . 
The only question I think the Treasurer will have 
about it will be the administrative cost of issuing 
the bonds printing them and i ssuing them and 
turning them over to you. 

H: Well , I don ' t know, I can ask the Secretary , he can 
answer himself here to you on the qu~stion of whether 
they have issued bonds. Is t his a matter that the 
Attorney General ought to be ~alled in on at all? 

UcC : Well , I wouldn' t think so. I don't know any 

li: There 

KcC: It probably has been determined at some time and 
probably i t ' s an appropriation quest i on 

H: Yea 

McC 1 But , normally, you see, here ' s the difficulty, 
normally here ' s what happens - when you raise 
money by the issuance of bonds t.he money goes into 
t he general fund of t he Treasury because you sell 
the bonds 
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H: ThRt 1 s right . 

UcC: Then i t must be appropriated. 

H: That ' s right . 

llcC : But here no money goes into the general fund of the 
Treasury at all -

H: It goes into the Adjusted- SdrVice Certificate Fund 
and from there why it's paid out 

llcC: No (Laughter) any dollar that gets into the 
Adjusted-Service Certificate FUnd must get i n there 
as the r e sult of an appropriation . 

8: That's riyht . Well, that where all this is handled 
from 

llcC : tlo - Genera l, here ' s the picture. 

H: Yes 

~cC : With reference to the loans that you have made from 
the Insurance Fund the Adjusted-Service Certificates 
under this new scheme must be regarded to the extent 
of that loan as having heretofore been paid . 

8: That's right . 

llcC : So that the Insurance Fund is out of it, and - or 
any loans that you have made either - out ot either 
fUnd , the Insurance Fund or the Adjusted-Service 
Certificate Fund . 

H: Well , now look at Section 6, it says this, "The 
Adjusted-Service Certificate Fund is hereby made 
available for payments authorized by this Act •• • • " 

YcC : Well , that ' s the payment that the net amount that 
you certify 1n the right hand col~t<an as t he amount 
mentioned. 

H: Yee 

llcC: That would make all the measures in the Adjusted­
Service Certificate Fund now and all that Congress 
put there would be available to do t wo things a to 
pay these Baby Bonds as they come due and to pay 
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the checks that you have to i ssue now for cash to 
pay any sums that i t is necessary for you to pay 
the banks 1n ordPr to secure the release of the 
bonded cert ificates. 

Well , all of t he - all of the bonds we issued to 
the Veterans of course, if they waited for that 
twenty- four hours they could redeem them in cash, 
so he would have to have an appropriation - for that. 

WcC : Oh l he ' s got t o have an appropriation! That ' s no 
question at all, but what there must be enough money 
appropriated now to pay every dollar of Baby Bonds -

H: 

UcC: 

Yes 

- ~hat the Treasury i ssues , to pay every check the 
Treasury issues for t hose under fifty dollars or -

H: Yes 

~cC : - you know , the cash . 

U: Yes 

AleC : Now, and r emember , al 'l of the Baby Bonds and all 
of t he checks and all of your costs 1n getti.ng 
certificates away from banks 

R: Well , now, as I understand your position, you feel 
that the issue of the four and one half percent 
bonds to the Government ' s Life Insurance Fund does 
not require an appropriation? 

KcC: That ' s my judgment. 

H: Yes 

!.IcC : I think there's plenty of 

H: Although the appropriation we're asking for - of 
course the entire amount was t o go to the Adjusted­
Service Certificate Fund, that ' s the language we 
used up there . 

• 

McC : Yes, well here would be the picture now, if you 
i ssaed your check then against that fund or had Allen -

H: Yes 
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McC : payable to the Treasury for the amount 
of bonds that have been turned over to you - four 
and one half percent bonds 

H: Yes 

McC: That would go back into t he general fund so we get 
nothing - there 1 s nothing happened as the result 
of the whole transaction . 

H: Yts, well now that's that's a oatter of course 
that I'm not as f amiliar with as you are. 

WcC : That money wouldn't be available to redeem t hose 
bonds. Congress wou~d still have to reappropriate 
it to redeem the bonds . 

U: Even as they come due? 

ilcC : Yes 

fl : Well, of course the Treasury wouldn' t raise that 
money, except as we demanded it, it wouldn't be 
necessary . They don •t . 

McC : No, but here, suppose that Congress now appropriated 
five hundred and seven mill i ons of do~ars to take 
care of those bonds 

H: Yes 

YcC : And that money went t o the AdJusted-Service Certifi­
cat;e Fund 

H: That ' s r ight. 

KcC : And Allen requisit ic&led it and drew a check for five 
hundred and seven millions of dol lars and turned it 
over to Mr . Morgenthau . 

fl : Yes 

McC : Jr. Korgenthau could do nothing with at all but put 
it 1n the general fund . Now that money would have 
t o be r eappropriated before be could ever use a penny 
of it to redeem those bonds , 

8 : I see . 

McC : So I don ' t see that you get anywhere by making it an 
appropriation now. 

10 
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H: Well , that was the p 1nt, the Budaet took the stand 
and I r ather agreed with them that - for the 
Secr etary t o be prepared t o meet t he maturity or 
any bonds whether it was in the fund or the Baby 
Bond - that he would require the whole appropr iation 
t o do so . 

14cC : Well , he's certainly got to have all money to meet 
the Baby Bonds . 

H: 

IJcC : 

Yes , well, we we of course have no way of 
telling how rapidly we woul d need the other in the 
fund . 

We ' ll never need it, General, as 
t hing that happens on the bonus . 
insurance. 

the result of any­
It' ll only be 

6 : That's right . 

;tcC : So that 

g : It will only be needed as allowances in that 

UcC : No this - t his is t aking the insurance feature 
out of the bonus picture. 

R: Yes 
McC : And these bonds and turning them over t o 

you for as securit y for your insurance fUnd it 
immediately eliminates t hat fund f r om the picture . 

R: Yes 

McC: And I don't think that Congress has to the 
maturity day t o t ha t it's t en years away and 

all they have t o do is t o toke up such bonds as you 
authorize. And Congress should not involve that 
appr opriati on, it seems to me, in the bonus legisla­
tion. I think it ' s purely a side issue which is an 
insuarance matter now. 

R: Well, of course, i t was put in, due t o the language 
in Section 6. 

McC: Yes 
H: Which made that tund ava ilable to cover the entire 

Act . An~ for that r eason , why the Budget felt , and 

11 
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we put the the estimate 1n according-
ly, that al l of the money would have to be appro­
priated even though it was not raised at the srune 
time it would be raised as the demand for it came 
along . 

t•cc : You 1d have t o go further than tbat then, you •d have 
to reappropriate it again from the general rund to 
specifically be available for the maturity of these 
obligations. 

H: I see . 

McC: So you•d have to go beyond, you ' d have to have two 
appropriations, first appropriate to buy the bonds 
and a ppropriate that money to redeem the bonds. 

H: Well, you tell - the Secretary is right here, do 
you want to speak - ? 

'lcC: No -
You can talk to him- that ' s the way I feel about 
it, but I - I don't want t o (Laughter) 

H: - give a curbstone opinion, but anyway, apparently 
they're going to act on i t up there right promptly 
and we want t o be sure about it so we wouldn 't be 
tied up. 

»cC : Well , the thing that I thought about it - he asked 
me late Saturday night 

H: Yes 

.J.2 

UcC : And I got down here yesterday and I couldn't find any 
place or any r~ason for now appropriating to redeem 
those bonds and it would be simply a useless gesture 
to appropriate for t he purchase of the bonds , because 
the purchase money wouldn ' t be avail able for redemp­
tion. 

H: I see . Well, I think the Secretary rather thought 
that it would, that it would remain 1n the Adjusted­
Service Certificate Fund and would be avai lable for 
redC!Dption. 

llcC: Yes, but -
out of the 
bonds . 

but you've got to immediately take it 
Adjusted-Service Certificate t o pay for 
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H: Well, it he does that , why 

McC: Then it's got to go to the general fund as 
bond receipts . 

H: I see . Well , that ' s the phase of it I hadn 't 
thought of. - I t housht 

• 

~cC : Well, you talk t~ him a minute and I ' ll be right 
here . It he wants to talk to me again tell him to 
give me a buzz. 

~ : All right, thank you . 

McC : Goodbye 

l : Goodbye . 

The loud s peaker was on and all those 1n the room heard 
bot h s ides of the conversation between General Bines and the 
Comptroller General. 

HIA , Jr . agreed that McCarl was entirely wrong and felt 
thll t he wanted to put the thing up to the Attorney General 
t~ advise us . Vfuile the group was still present, the Sec­
retary called up Senat or Byrnes and told him about the conver­
sati on of General Hines with t he Comptroller, but Senator 
~trnes insisted that he and ~cCarl were r~ght ; that he was 
going to take the $507 1000, 000 out and then facetiously re­
marked , "We will leave it to t he Republicans to put it back .• 

The Secretary then telephoned to the President that the 
Committee was trying to put ~he President in a hole . He got 
t he President ' s permission to put the whole thing up to the 
At torney General . Immediately after this conversation, Hester 
l eft for the Attorney General's office. 
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February 3, 1936 

Presect today a t the conference in the Secretary ' & ottioe 
to diseuse AAA and tax legislation tor the agricultural program 
were: Ur. Wideman, Chester Davie, Mr. Ezekiel, Mr. Haas, Ur . 
Turney , Ur. Savoy, Ur. Oliphant, Secretary Wallace and Ur. Filler . 

Secretary Uorgenthau opened the meeting by saying, 1 Who 
will open the meeting with prayer - - tor the Treasury?• Ur. Oli­
phant responded with the following : 1 I think ur. Haas has a 
memorandum bearing on t he budget pos i tion tor the years 1936 
and 1937. I think tha t i s a picture you will probably want 
to have before you. • 

Ur. Haas explained: •we worked on these ttgures Saturday 
afternoon andit was dif ficult to get any check, but in round 
terms, expenditures tor the AAA tor the fiscal year 1936 aggre­
gated till , OOO,OOO, by January 30 . Process ing tax receipts to 
date aggregated $66 ,000,000. 1 He continued to r ead trom his 
prepared 'memorandum, a copy ot which is attached. 

At the conclusion ot 13, on page 1 ot the memorandum, some 
discussi on took place. Oliphant &aid , 1 That boils down, as I 
see it , even with the re-enactment ot the processi ng tax at tull 
rate , we would wind up at the end ot 1936 r oughly $300,000, 000 
in the hole. • Ezekiel explained, "Part ot that is on deterrment 
ot processing tax, • and Oli phant s a id , 1 Yes. • Secretary Wallace 
inquired, 1 To what extent does the public look on the budget -­
on a year to year basis or mont h to month -- and to what extent 
does it take in the situation -- as ot this year or succeeding 
years. • Haas replied, •we have had t rouble on that. They 
want to look at it as a week-to week or month to month basis. 
They at tempt to co~pare col lections with expenditures even tor 
short periods.• Secretary Uorgenthau stated, 1 The budget it 
our only bulwark against expenditures on the part ot Congree•. 
It's s upposed t o be sacred.• 

Mr. Haas continued to read from the memorandum. He began 
on page 2 wit h respect to the 1937 budget. After r eadi ng the 
tiret sentence ot No. 1, to the etteot that estimated expendi­
tures tor the f iscal year 1937 are $550,000,000, he stated the 
following: •r might say here , with regard to the $500, 000,000 
we used, th~t we were i nt erested 1n the figure the Presi dent 
used in hie budget ot $547 ,000, 000 and why we had $476, 000,000. 
I discovered t he ditter enoe arises from this point: that the 
$496,000 , 000 estimate did not include t he estimate t or sugar , 
which amounts to $50,000 , 000, so it you include sugar i t le 
$547,000, 000 or $548,000 , 000. 1 Yr. Haas resumed the reading 
ot hie memorandum. 
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When he had reached No. 5, the Secretary i nterrupted to 
say that when the memorandum ie checked, he would like to give 
Agriculture and Justice copies and aleo eend a copy to the 
President. Ur. Haas concluded the reading of the report . 

The Secretary inquired, 1 Where do we go !rom here? • and 
Ur . Oliphant replied, 'That ' s about the budgetary picture and 
we a t e now on the tax end. To meet taat we have beenworki ng 
on a number ot suggestions and the dra.tt1ng Job ie pretty well 
a long. No. 1 was alteration or the present specific exemption 
trom estate taxes which would impose no tax on an estate or 
$40,000 and then would gradually decrease that exemption until 
it disappeared on an estate of $80 , 000. Draft ing ot that is 
done . Another ie perhaps a tax ot 1<>% on surtax on unearned 
income . There is no difficulty about the drafting or t hat. 
Then t her e was a provision to eliminate t he present exemption 
ot d ividends !rom the norma~ Federal income tax . That merely 
requires the repeal or a single phrase. And then another 
proposal i s a tax on undistributed corporate earplueee which 
would be necessary companion legislation to go along with the 
elimination of taxes on dividends. The final item is t hat 

15 

t he bill for the reenactment or processing taxes to the extent 
of about two-thirds of the rate would give you s ome $365 , 000, 000 . 
That work baa already been sunstantial1y done, hasn 1t it, Mr . 
Turney? " Mr. Turney r eplied t hat it was in pret ty good shape. 

Continuing, ur. Oliphant said, "The final item ie the 
eo-ca~led •windfall" legislation on i mpounded money turned 
back and lawyers ' tees connected with it. There is a good 
deal more work to be done on that, although we are making 
eoce progress . • 

RU,Jr. told t he group t hat any or the drafts or anything 
on the subject t hat the Tr easury has is available to t hose 
present. Ur. Oliphant added, "I might say in connection with 
that , that last year and at other times we have had a very 
dit ! ioult situation on the Hill, if any or these texts get 
out. Because or the very, very strong resentment down t here 
ot anybody outside or Ways and Means trying to draft a tax 
bil~, we have the practice here or numbering every cop' made 
and keeping them in a sate eo there will be no possibility or 
the text getting out.• Mr. Uorgenthau said, 1 I hope you 
get t he little gentle hint!• ur. Oliphant added, •we have 
been through a lot ot grief -- the reeling is so strong --
and t hey point to the statute whi ch prohibit Departments 
!rom making legislation. • Ur. Morgenthau stated, 1 I, as 
Secretary, am prohib i ted," and Oliphant said, •Every other 
Secretary i e .• Secretary Wallace wanted to know it thie 
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was on taxec and Oli phant said yes. Secretary Wallace then 

inquired , "Why are we doing it then?• When Oli phant said 

•we are not doing it,• Ur. Uorgenthau added, "What we do is 

to keep saying that when they send tor us, we will be glad 

to make suggesti ons , and Ur. Doughton always answers that 
he isn ' t ready to send tor us. What we do is to sit here 

until they do send tor us.• Ezekiel wanted to know it that 

was parti cularly on tax legislation and Oliphant explained, 

•yes. The statute also covers estimates or expenditures -­

the whole budget procedure." 

16 

~- Savoy told the group that he had sent over this morn­

ing to Mr. Turney and the Department or Justice t he tirst dratt 

on the processing tax, •and we have thi s practically in the 
t1nal dratt as soon as we get t1nal information on rates. • 

Secretary Wallace inquired it there was any need to talk about 

rates or precessing tax and HU,Jr . said he did not t hink so. 

Haas explained that the Treasury had just dropped them down 

proportionately in making the estimates . Secretary Wallace 

said, •Our people reel it desirable to change it 1n certain 

particulars, but it comes out 1n the same general answer, 
$356,000 , 000. 1 Turney called attention to the following: 
'Your drart puts in a tew additional commodities that have 

not been subject to the tax,• and Secretary Wallace replied, 

"Yes; it would be advisable to do that because t hll compensating 

tax feature would not exist under new legislation.• 

Mr . Oli phant said he wanted to get instructions on one 

point eo he could be clear on it . "As I understand it, • he 

said, 1 the program agreed upon at the last meeting at the 
White House did not, as it turned out, take care or the 1936 

situation and t hat there is nothing in this tax program, that 

we are working on, to take care ot about $300, 000,000. " 
Ezkiel answered htm, saying 1 To the extent that any substan­

tial part or the $350, 000, 000 deterred taxes is recaptured, 

1t would be ottset against that .• Ml'. Oli phant added, 1 But 

no provision to take care or it i n thie 1936 budget.• 

HU,Jr . made the following suggestion to Ur. Oliphant. 

He ~aid, "What I would suggest , Herman is that we lay out 

alternative plane on how we can raise &~oo,ooo,ooo and when 
we again see the President and have GeOrge s memorandum we 

can eay ,•Ir you want to keep the budget you have to raise 
$300,000, 000 and here are halt a dozen ditterent ways you 
can r•ue it. That's important. I am never going through 

again what I di d t he tirst three months I w2s here when the 

President, through laok or information, r ound be was spending 
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$3 , 000,000, 000 more than he thought by people advising him 
before~ time, by those who preceded me.• 

Secretary Wallace remarked, "The President dictated 
to u~ an outline ot a proposed statement and I wondered 1t 
s ome one - - I saw someone taking notes. Have you worked 
on tha t?• Mr. Savoy replied, "Yes · I have . • Ur. Oliphant 
said, "That 's the proposed message to Congress to aooompany 
t he tax bill ~ and Mr. Savoy explained that foll owing up t he 
Pr esident ' s idea and combining with 1t some ot Secretary 
Wallace ' s thoUShts , I sent a draft t his morning to Justice 
and the Treasury. Mr. Wi deman thought it was a l ittle bit 
strong and I expected 1t would be toned down, but it was Just 
a draft tor their cons i dera tion. I attempted, not t o cover 
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the second part on general taxes, but the first part on the 
Supr eme Court decision and the results following that decision.• 
Oliphant said he had limited his work on 1t to a draft of the 
second part on the general tax program. Savoy told Ur . Oli­
phant that he was pr epared now to go to work with him on 
toning 1t down. He said, "I don ' t know how much Ur. Wideman 
thinks 1t has t o be toned down or how strong we can be about 
the result s following the Supreme Court decision. I was goi ng 
to say that Justice recommended in the first message that we 
not put the onus on the Supreme Court tor repea l ot t he Bank­
head potato act , whereas 1t was ~ t hought from what the 
President sai d t hat he wanted the onus put t here and eo he 
sent an alternative. That is to be deter mined, first , because 
we don 't talk about the same things unless we put the results 
on the deci c1on.• Wr. Oli phant said , 1 As I see 1t, the 
question involved in part one is t he Administration atti tude 
t oward the Supreme Court and that, I assume, i s primarily the 
r eapons1b1lity ot Agriculture and Justice.• 

"Just to clear~ own mi nd, • Ur. Uor genthau said, •we 
have a message to send to Congress 1n a for mative s t age . 
Will that be accompanied by a t abulation as to r evenue? Will 
that be a part ot the message?• Ur. Oliphant answered t he 
Secretary as follows: 'The message would consist ot two parts. 
In part one we must do something about getting back impounded 
funds and get ting aft~~ the big lawyers ' fees , et c . It raises 
the question ot the Adm1n1strat1on's general policy with ref er­
ence to the Supreme Court . Part 2 would be proposed gener al 
taxes , stating the general t ax picture bot h in relation to 
our tax problem and overlapping tax with the Stat es , etc . • 
Secretary ~or genthau inquired 1f the drafts would be ready 
tor Wednesday morning and Oliphant and Wideman both thought 
t hey would be . 

Secr etary Wallace remarked , "11th r egard t o part 2, 1n 
formulating your message 1t seems to me - - your proposed 
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g eseage -- it seems t o me you are handicapped until t he 
Pr esident indicates which ot the meeaages he wants,• but 
Oliphant disagreed. He sa i d , 1 I don 1 t quite see t hat , 
because he i s going to want to send something on general 
t axes and t hat involves our taking our estimates and 
discussing fiscal implications in this type ot tax and 
that type of tax.• Ur. Oliphant told Secretary Wallace 
tha t it probably will be in shape to take t o the Whit e 
H0 us e on Wednesday afternoon and Ur. Uorgenthau et~ested 
a meeting on Wednesday morning in h is ot t ice. Secretary 
Wallace said , "It would seem to be t hat by Wednesday morning 
we should round the s ituation up suffi ciently eo t hat what 
t hey present to us Wednesday wlllbe in fina l form tor ap­
pr ova l by us and then we will be r eady tor the President 
in t he afternoon.• It was agreed t hat t here would be a 
meeting on ~ednesday morning. 

Ur. Savoy inquired if anyth ing would be included in 
part 2 about reduction to t he consuoer and HU,Jr. said he 
t hought that was up to Agriculture. Ez~kiel t hought it 
would be good politics t o ment i on it. Wallac e agreed it 
would be good politice . "This approach, " he said, would 
mean a reduced burden on consumers' incomes ot $200,000 ,000~ 
And Savoy added , "From what it would have been under the 
old tax r ates. • Oli phant inquired, "Now you are talking 
about new processing taxes ?• and Secretary Wallace r eplied , 
"As compared to t he $550,000, 000 under the old bill." Ur. 
Uor gentbau said i t sounded good to h im and Oli phant said, 
1That t its in very well with the picture we want to paint 
ot t he whole tax structure; t hat increase ot taxes i s ot 
non-i nfla tionary character. 

Tne meeting adjourned with plane tor a meeting at 
11 o ' clock Wednesday in Secretary l.!orgenthau ' s ottice. 
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February 3, 1936 

L~. Uorgenthau today called in Bartelt, Fulloway, Gaston, 
McReynolds, Haas, Upham and Opper . He gave them a synopsis 
or hi s conversation with the President yesterday when they die­
cussed the spending program at the Government and the possibility 
or economizing. Ae a reault or that conversation, HU,Jr. told 
t he group, the Pr~sident has called a meeting !or Tuesday, the 
purpose or which will be to get at the realization or aeeete. 
The Secretary ie or the opinion that we can realize between 
$300 ,000,000 and$500,000 ,000. 

To begin with, HM, Jr. said, he wants charta !or the following 
agencies : RFC, FCA, HOLC , AAA and PWA (the $3,300,000, 000 fund.) 
He also wants a memorandum to accompany each chart pointing out 
to the President some or the things he might do towards the ob­
Jective or economy. All chart a with respect to assets are to be 
as or December 31, 1935; in other words, the first six months or 
the present fiscal year. 

He explai.ned t hat each chart !or each or the agencies should 
show the amount or money allocated to that agency, the amount 
withdra1V!l and the amount remaining unexpended. On that chart 
should also be shown the same information !or each or the a!!ili­
ates or the maJor organization. 

HM,Jr. decided t hat because or the short time interven ing 
between now and the meeting on Tuesday, ~here should be one 
chart, complet elY finished, which he could lay on the President's 
desk to show how much money has been allocated to one o! the 
organizations andhow much can be saved. 

HU,Jr. asked UoReynolds to concentrate on charts showing 
t he number or employees in each agency , going back to the date 
or their inception, and in addition he wants a chart !or the 
whole Government showing the trend or employment . 

HM, Jr . also wanted to have today a history or the 
$60,000,000 seed loan bill to be put on the President's desk. 
The Secretary wants to point out to U&rvin Jones that i! the 
bill pasees , the money ie not included in the budget and, 
t herefore, they will have to raise new revenue !or 1t. 
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8eore~ar.J Ickes told me today that he bad gotten the 
beet ot report• troa Ch1cago about Wayne Chatt1eld-Taylor. 
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Aabauador S.r.e called me yeeterdaJ' &.nd that he had 
received a cable from lung; that lung was very pleased 
with what l had said about the eucoeae of their financing 
eo far; that Kung would be pleased if I would give out 
here how much silver we bought and, to give them a real 
boost, that I thought they were making good. 

I will have something to say along this line at ~ 
press conference th1e afternoon. 
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February 4, 19~6 

Ur. Uo~genthau called together the group ~h1oh met 
with him yesterday to d iscuss· t he economizing program ot 
the President. Present were Bartelt, Fulloway, Ge~ton , 
UcReynolds, Haas, Upham and Opper. 

Ur. UcReynolds brought in with him a chart showing 
all government employees tor the period 1931 to 1935 and 
an analysis by months tor the year 19~5 ot the number ot 
Government employees tor the lending agencies. Photo­
static copies are attached. 

Haas r eportedthnt his men had not been able to make 
much progress but had gotten together some 1ntormation 
on Farm Credit to be used as an example at today's meeting 
at the White House . Hll ,Jr. "bad Upham itemi ze t his infor­
mation concerning possible savings !rom FCA allocations. 
Included 1n this tabulation was the i rem ot $39,000,000 
in crop andproduction loans; loans to stricken agricultural 
areas , with a balance on Decembe~ ~1, 1935 or more than 
$6,000,000 not needed and repayments before June 30,1947 
probably amounting to more than $14,000,000; more than 
$29, 000,000 avail able on DecemberJl in the account •Emer­
gency Crop Loans•; a possible $50 , 000,000 investment 1n 
capital stock or cooperative banks which mi ght be retired, 
and substantial reduction or the eli mi nation or $100,000 ,000 
tor loans to Joint stock land banks. The Secretary said 
he would present this list to the Pr esi dent at today's 
meeting. 

Fulloway reported t oat the Department or Justice 
agrees with the Budget and cannot unieretand how t he Comp­
troller General arrived at hi s opinion in connection with 
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the proposed cut or $507,000,000 !rom the bonus appropria­
tion bill . Justice is having a meeting with the Comptroller 
General and the Budget today. · 
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.l aroup aet in the otnce ot the Secretary ot the Tre&aul'J &\ 

12 o•tlocll to diacuaa buda.t II&Yi.nga b7 lending aganciea. 

Thoae preaant were: 

ReJUT llorgenthau) Jr. Secret&r)' of the Treaeury, 

Edward F. Bartelt; Accountant, Accounte & Depoeite, 

Charlee H. Fullaway, Adminietrative Aseietant, Bureau ot Budget, 

Wm. Ho McReyn.olda, Adm1n1atrative Aasilltant to the Secret&r)', 

c.v. Opper, Assistant General Counsel, 

Herbert E. Gaston, .lssistant to the Secretary, 

Wesley Lindow, Research .lasistant, 

Henry c. Murphy, Research and Statistics Assistant, 

C. B. Upham, Assistant to the Secret&r)'o 

Mr . McReynolda presented two charte ehar 1ng the number ot 

civil employee• in t h e Federal Government. 

Mr. Haas said that his people had been working on figures 

ot the lending agenciee and had rough diagramatio s.ketches of the 

expenditure situation. With re.spect to the return of l;he tlOO 

miliion preferred bank stock money, he said t here seeaed to be 

'ome diffloQlties about t he willi.ngness ot the banks to pay ott. 

With reepeot to cotton loans , he was inclined to i;h1nll: the budaet 

already proYides for liquidation. 

Mr . Lindow presented some illustrative suggestion• tar 

savings poesibilities i n ., FCA. Be also presented a r ough 

chart of upend1tares ot ttl.at &g8IICJ'• 

llr. Lindow referred to an alloo6ion trom the RFC ot t100 

million tor joint stock land banka, • er,. little of whiCh has been 

used and aoat ot whldl could be canoellldo Be said tbat the 
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Treaa~ had .upplied $134 million to the banka tor cooperatiTea 

an4 have outatand1rl8 only $50 million of loana and eo- $81 

million invested in Government securities and guaranteed secu­

rities which might be returned to the Treasury. 

Mr. Baas auggeated that there was a IlUIIIber of capital 

itelllll around the town which might be turned back to tbe 

Treasury. In th i a connection the $139 lllillJ.on IIUlde available 

to the Federal Reserve for i ndustri al loans was indicated 

and it was suggested that $100 million of it might be returned. 

Mr. Lindow SUj!,gested that f unds in the crop and production 

l oan accounts of t he FCA and revenue expected during 1936 and 

1937 111ay total around $40 mJ.llion. 

It waa suggested that this $40 million IIIJ.gbt take care 

of the $40 IIIJ.llion Seed Loan Bill passed yesterday. 

Mr. Morgenthau bad previously asked Mr. Fullaway to 

prepare a letter to veto this bill because it was not included 

in the budget. 

Mr. Lindow saJ.d that the loans in stricken agricultural 

areas account had $6 IIIJ.ll i on whJ.eh 1936-1937 revenues would 

bring up to $120 million. He said that the budget provided 

$4 mJ.llion tor admJ.nistrative expenses in the FCA while 

their administrative expenses are i n tact $10 IIIJ.llion, the 

dJ.ff erence beirl8 IIUlde up tr- ftl'iOUs other tundao 

It was reported to be dif ficult to unscramble the 

inter- related FCA acoounta. 

Mr. Lindow said there is an item around $29 million tn 

the Emergency Crop Loan Account. All of theae 1tama, he saJ.d, 
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a.t'.t'ect the budget di:rectl;r except the RPC allocation to 
joint etock land bUlb. 

It 'lfU thought tt.t tbeae 1t•e from the FCA accoUDta 

were .urtic1ent to 1lluatrate the kind o.t' thing that misht 

be made available to the Treaaur;r 1n e.t'.t'ect1ng reduct1ona 
1n expendituree. 
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P'ebt'uary 4 , 1936 . 

Tbe Interdepartmental Loan Committee met with the President 

a t 2 :15 P.M. today . Those preoent , in dddition to the President , 

wer·• : 

Henry i~or~enthau , Jr ., Chainnan of the Committee, 

F!enry .l . 7s llece. decretory or .~('riculture. 

Harold L. Ickes , .:Jecretary or tho Interior , 

Jesse Jones, Chairm:m, necons truct ton Finance Corporot ion , 

;;towart t!cD.:>nald, Federal RousinF •• dminist r ator • 

Ches t er C. Davis, /~rtcultural Adjus tment Administrator , 

C. B. Upham , Secretary of the committee . 

27 

The Pres ident explained tha t he needs to secure between $200 

mi llion and 0300 million f rom the lending and spending agencies or 

the Government , t o be made ava ilable to the Treasury for the purpose 

of meeting increased expenditures occasioned by the payment or the 

bonus , the enactment of a Seed J.oan Bill und other u.nbudgeted items . 

He expla ined t hat he is up agains t a poli tical s ituation which makes 

unpo~ular any t ax bill. I f he had his way, the President said , he 

wo·tld provide for so:ne kind of s processinc t ax, but he would al.so 

inc rease t he income t ax r a tes . The political problem preoonted is 

thl t or avoiding new t axe&, if poasible . For tha t reason a preli­

minary study has been made to see how much is needed. It is obvious 

th~ t orriculture "111 need $500 million to keep the fai!II policy 

roinb a nd put the new farm bill in opera tion. The President expressed 

the hope tha t it might be held down t o ~4QO million because that 

seems less than $500 mil lion , and because he would like to be in a 

position to ssy that the taxes ror the new rerm program sre less than 

for the old . 
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The President said he was not in the least worried ab~1t asking 

Congress ror th~ ~500 million because th~ t is merely a r8placemeDt 

or rormer or present taxes. It id not an increase in expenditures . 

The total ~utflow will be the same , but the bonus , tho Seed Loan 

1ill , which was passed yesterday , and other items ~elatively smnll 

in aaount but lsree in total, increase the requi rements on the 

~reasury . So , if a manufacturers f l oor tax or so~e·other tox is 

enact ed fo r tbe carrying out of t he new farm pr ocrsl:l we will still 

need ~200 million or more over the orip ina l budget est imates or 
JIUluary. Mr . Morgenthau conf irmed th•J t beheen ~700 million and 

$800 million new m)oey would be needed, 1ncludtnc the bonuc . 

I f the administr a tion can avoid t he imposition of new t axes 

it ~ill be s o much to the rood politically. The onl y woy to 

ms~e thin;s come out even for t he Treasury on t he January budget 

bseis wlt!lout nell' t axes and 1Y1~hout additional borrowin(' is for 

the lending agencies and cpending H8Sncie~ or t he Government to 

make savings. ~ven t hough some or the len~ing agencies get their 

money separately directly f rom the market, when they bor row it 

~rrects the borro~in~ poss i bilities or the Tr easury . s ome or th~ 

asencies s uch as the R~ finance themselven d irec t ly through the 

Trso.st.ry. Somesgenciee such as the '~RA have no financing activities 

and a re ~inly spendin~ agencies. The only savings they ean make 

•ould a ppear to be i t. overhead or odmtniatr 'l tive e-xpenees . If we 

can pr event t he lendin~ or spendin~ in ell the Government ngenoies 

0~ between $200 million and e3oo million no ~ tax would be requi r ed 

t ho President said , but only e substitute tax for t he AAA unoonet1-

tutional process~ne tax. It would make a muoh simpler picture for 
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the country, be $&id. 

It developed th~ t the Akk i s in the 1937 budget for 0547 

million end it was sueres t ed that the new progr~ call f~r $10 

million less than tho old . 

The President raised t he ques t ion or where savin~s can be 

msde ~3d r eferred t o t he fact that the ~reasury had made a quick 

aurvey or one or t he lend1np agencies -- the ~A - - end h'd made 

some su~gest1ons or possible savini.'S in the accounts or that 

agency . The Pr esid ent then read a memora ndum entitled "Items 

Illustrl t i ve of Poss i bl e Savings in the Budget" , attached . It 

11sts a number or suprestions ~or cancellat ion or spendtnr. 

authorizat ions and asset recoveries in :<'C.; and for s return t o the 

Treasury of ~100 million now available to ?ederel ~eserve Banks 

ror industrial lo"lns . The President then reed e mamor'lndum pre­

pared by Cherles H. Full away, udministru tive Assist ant of the 

Bureau of t he Budget, currying a s t atement deali ng wit h t he work 

or t he Bur eau or the 9udgot in connection with l o or the emergency 

agencies brought under its jurisdiction. The s t atement showed that 

compcred wi t h t he estima tes submitt ed to the budget by 15 or t hese 

agencies , reductions or 317 , 600 , 000 ror t he rtsc~l year 19~6 e nd 

-12 ,900 , 000 for t he rtsoul year 1937 had been eff ected. The s t ate-

ment a lso pointed out that there bad been a complete leek or 

cooper at ion with the 9urP~u of t he audePt on t he part or t he ~FC . 

Wr. ~ones insi sted that the Jir ector of the Budget has been 

-1ven everything Uy hie corpor9tion, maybe not i n the form tha t it 

is •anted , but in full end 1n deta i l . 

The President than referred to a tablA show1o~ the number of 
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civil employees or t he ~edercl GoYernment ~nd said th~t t he total 

employees of t he 6 agencies !'allowing -- RFC , RCA , HOLC , FHA , 

30 

P"l•• and AAA - had increased month by month !'rom 43 , 633 in January, 
1935 to 50,570 in Jecember , 1935 . 

The ~uestion now is , the President o~id , where oon we sgve 

the money. 'fe must do it . He asked for any bri~:ht ide~>s . 

Mr . Jones spoke up with th"l observ t ion th:1 t i t is up to a ll 

or us to save wher ever we oan . 

Trq President repliPd t hat t hat was not enourh - - he had to 
h~ ve definite fipures ~ 

Mr . McDonald said ths t they had a 0200 million allocation !'rom 

the 1L~ for insurance under Title I and tha t he was prop~sine to 

lenit it to )100 million which would permit 8 canc"!lls tion of ylOO 

million authoriza tion. 

The President sueges ted that we go right a r ound the room and 

heBr from everyone . He sueeested th~t Mr . Jones had three possible 

W3YS of contributing t o the situation , (1) e reduction i n borrowing 

authoriz~tion , (~) 8 reduction in actual expenditures !'or a~ministra­

tion , and (..;) by slowing up on the loans and securing payments on 

loans nnd other commitments . 

Mr . Jones surgest ed with rec,ect to re~ucics borrowinp authori ­

z tions th· t it wes juot as effective not to mak~ use or t hem - ­

operations could be controlled in tha t way. 

The President r eplied that that !l~n•t help him , but surges ted 

th t if be cou d s ay the nFC has ~100 million authorizat ion which it 

no longer needs end so should be repealed by t he Conrrese thu s 

remov 1ng a potent iel obliget ion on tlte Tre!.sUr)', 1 t would be e reel 

help . True, lll'lny of the authorizations are not di r ectly in the 
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b~dr,et but the mor e th~t potentiql obligations can be out , th~ 

sounder it will be t o reco~end that no new taxes be levied. 

ur . Jones thou~ht he could pick 1p a ~ood deal of the 

re~ulred money in tho RFC by canoellint au thortz~t ions . He woe or 

the opinion i t would not help much, but admit ted it might a nd 

~reed that the psychological effect miFht be good . 

~r . Jones was inclined to think that a reduct ion in 1~c 

ad~inistr tive expenditures would not help t be Treasury since t hey 

come out of :lli'C profits . 

31 

Mr . Morgenthau replied by referrln£ to the Budpet l'lureou state­

ment sh~wing that admin1otrattve expenses or 15 o~ the Mrencies bed 

been reduced oince they hJd been brou~ht under that Bureau . 

7he President qdded th t a reduction in admtnistr~ i va expenses 

would have :l. eood poycholoric'll effect also , and said , th•· t as a 

:nntter or' fac1; it ::. Cfeoted tbfl bud~·nt .1tr•ce the r e t urn to the 

Tru_aury t:·:> 1ld be ere tar if t.dmlnic~r· ttvo oxl)ensea were lowered . 

nr ne t savings help~ the ~·ressury po~tt ion 'lnd helps •~etn my t " x 

reco~ 1'.tions, dsid the President . 

~1th respect to slow1n~ up on lo~nb , Mr . Jones sal~ they were 

refuain~ epplic t1ons eve r y ds y , even ~ermtttinr some co~~~nics to 

co into receiver ship . !te wants the bank:£ to take over tho ll!l'C 

loed . • sked sbou t banks p~ 11 .e back so'~>e on e ccoun t or pro rerred 

s tock , wr . Joneg said th9t there was no chance at'ter yes t erdev •s 

~u,re• ~ ~ourt decision ~~1ch made pref~rred s t ock s~bject to t 9x 

by the Jtat es . 

There was considerable diccusst on or the ~oposttion with 

respect to returns t o t he RF'C end Treas•1 r y t'rom pr eferred :s tock 
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r rnent~ , the President went inv to know why they co e~ldn•t p~y i t 

bsck. 

~r . Jones explai ned tha t t he banks are unable to Induce 

priv te investors to t a ke it over end that ir the,, ret ire tt they 

dll h'lVe unet>und captt·ll structu res . 

Mr . More;enthau interposed to oay tha t the Compt roller hl\d 

r eported thnt some 100 banks could safely poy back in excess or 

100 million . 

a.:r . Jones said that this included ('50 milli<:~n a piece rrom 

the li..1 etonol :a ty B!Ulk or llew York en1 thl' Cllase l'la tional l!an.k 

32 

llnd he had talked both to •. ldrich and Perkins and they did not want 

t o poy the RFC . L!r . !L{•rcenthau expresoed the opinion they would be 

wllling to retire it . 

Then pros&ed on the matt er of p'lrt payment, tJr . .Tones thoueht 

they mi r.ht pay orr ¢10 million each . He sa1C ho h~d tt in mind 

to pe t back a subst~ntial f~ount during t he year from all bonks . 

He wa& in&iotent tha t no ~ne t ell him how to do his Job but r a t her 

to t el l him wha t is wanted and let him do tt nis own way. Mr • .Tones 

ss id ban~s ware panicky to ret ire s tock aftpr Cr owley' s !'lew Orleans 

speech . Chase and City can ' t retire theirs and t.eve ao'md bonlee , be 

said . He added tha t be would try to "hornswaggle " som~thing . 

<s~ed by the Pres ident tf he thoucbt he could get book ~ne 

quar t er or the ~900 mill ion outatandin~ , he said , "not witho~ 

weokentnr the c~pit3l structure ot' the banks ," e nd "undoing much 

or what we have done" . 

The situation apparently is that the Compt r oller feels that 
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the banks can safely retire their pr eferred stock and Kr. Jones 

~isacrees. ~ether Ur. Jones broached the subject to the N~tionel 

City Bnnk and the Chase Notional Bank as a question or retiring 

preferred stock or transferring it to priva te investors, rem~ined 

in doubt . 

llr . Jforgenth~n told 14r . Jones his e11 tim • t es ot r ece ipts a nd 

expenditures are fUrther ~out~ than any other agency an~ th~t the 

~?C is not livinf up to its estimates . 

Mr. Jones &a id thnt they pu t in inllccura te estimates on purpose 

beca•1se the 3udget ::ar ector pays abaolutely no at tent ton to their 

estimat es . 

~r . Morgenthsu sa i d that it was dif~1cult to ra ise money on 

erroneous estimates an~ th• t 1 t was not a vot•y good way to run a 

bus iness . 

A~ . Jones s a id he t hought he c~uld run the RFC as well as 

nnyona else , ~nd that th~y didn't s pend up to estimates because 

of their ••ef~1c1ency" 1n hold 1DP, expenses down. He 1nsist6d that 

the Treasury wasn ' t "hurt" s ince thev discounted his estimates. 

The President commented that it hurt the ~ecretary• s heart once a 

month -- gave him high blood pressure . 

It developed that an agreement has been reached between 

the RFC and the Bureau of the Budget for their representa tives 

t o ~et together a nd reconcile figures , but Ur. Jones is or the 

opinion that a reconcilliation is ~possible . 

Wr . Jones presen ted ror the President ' s s ignature s letter 

nsktng Congress to tncreaae the oapit~l or the Commodity Credi t 

Corpor ttion by ~100 million so th~t they can borrow in th8 market 

on their cotton and repay the ~. 71th that $100 million there 
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would be s~eth1ng with which to torero interest and charras on 

cotton loans t r and ~hen neoess~ry , and 1~ could be saved in the 

market on cott on. 

L'r . llorgenthau asked whore they would ne t the )100 m1llton 

and trr. Jones replied t hat this would come out or the RFC 

authorization - - Jus t be a bookkeoptnF transaction. 

Arter the Preaident had sirned it he 1irect ed, upon the 

su ~action or Mr . ~orgenth~u, tha t it bo cleared t hrou~h the 

~d['ot 'Jure au . 

i:r . J ones oa id he •o•tl d cle ~r it throu~;h the Budret :1nd 

send copies to ever:~ne present . 

1.!r . lJcD?nald said tho' In sde 1 t 1 on to the ~100 million cut 

34 

in au thoriza tion for Title I inourance , (which he l ater preferred 

to make $50 million ) there mt t bt be &~me saving on the ~10 million 

Mutuel Mortcage Insurance Fund . Insur9noe premiums a nd appr e isol 

fees under t h i s Ti t le now a~ount to t?OO t housmd he ld by the ~roas ­

ury but unused by <HA. T~is will increase , but msy not be av~il­

sble for expenditure . 

Title I expires on 4pr1l 1 , and it extended will probably be 

tor 10~ insurance only . It is hoped to use ~50 million or the 

t 200 rnillion as a revolving fund ror new constD\lct ion. 

IJr . Moreenth'-IU referred to a ~l billion unused aut hori zs t ion 

for HOLC bonde and there was some diecuanion or the polit ical 

adv1eob1lity or asking for ite repeal. 

It wae arrreed tha t probably if i t wore presented to the 

Con~reos along with 15 or .0 ot her au thorizat ion repeal i t eaa, 
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it would not be so noticeable, and not be l ikely t o lead to 

demand th lt I~ a pplications be reopened. 

The President ssw a t remendous effect in repealing 

•:1 , 500 , 000 , 000 or $2 billion of euthoriz'l t1ons . He sureeat ed that 

we check wi th the HOLC to ~ee what thoy could do in the way or 

reducinr personnel sud administrative expenses. 

Mr . Jones suggested th • t there be eo~qthing said publicly 

about personnel reduction tor t he purpose of snvin€ money t ha t 

the "he4t" might be taken off of those who diacharge employoe s . 

It was agreed that t~e ~ co1ud not tel l VPTY ~el l until 

the now law goes into effect just what they can contribute . 

It was surgested tha t they ciPht make a small contribu t ion 

from the liquidation of supplies held tn t he ~urplus Relief 

Corpora tion . 

It was auegested that some $Z3 million might be covered 

into the Treasur y this fiscal year if ce~tetn leBi slstion now 

rendin~ aoes throu~h the Congreso . The obltg~t ions tor carrying 

into effect Sect ion 32 or t he AAA. Ac t are about $23 million l!!•s 

t h•n th!! fund itself. 

It was thuu; ht t hat some 410 million or maybe ~15 million 

co~ld be aaved ~n ope r a t ions , including ~6 mi ll i on which will not 

be re~uirod for enforcement of t he Bankhead Act . 

The President euegested two pleoes where the Depa rtment oC' 

.~riculture might save mJney, (l) in wild lire and game retug~s . 

~nd (2) in fore3try. 

1!r . lellnce s a id that 'l t t he l ast meet1ne or the "'orest 

:iS 
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1eserve Commis sion they were ur red to secure an ~ppoint~nt with 

t he President for the nurpose or oakinr ror mor e money. 

It was &freed th~t t his wee a matter or policy which should 

be discussed ~1th the Commission. 

There was some discussion of the lund buying policy or the 

Gover nmont and the President r aised the question or whether it 

mtr ht not be th~t l and was being bought faster t ha n 1t con be 

t >ken car e or or reforested . 

'(r . 1sllace 11 nd !Lr . !)avis .lUf"reeted the po::;~1b111ty or 

s :~•tin< ,..:5 million ou'; of Oscur .rohnson ' s cot ton pool . They 

t ~~ ·ht it mic ht be pos sible to lir, l ids te the 642 , 000 bales of 

spot ,nd n good part or the 800 ,000 bales o r fu t ures before the 

berinni~ of t he cotton year on August l et . 

The President suggest ed th~t .rohnson be a sked to ~ork out 

a schedule on how much he can pay bnok t o the Treasury or the 

' 100 mi l lion aut~orization . 

Ur . Ickes said they h~d only 0100 ,000 uneXJ)ended out or tM 

now fund an d ~14 million out of the old . or t his ~14 million, 

t5 mi llion or e6 m1111~n is be1n~ hel d for a new 1ar Dep~tment 

b l lldinl" . There ~~rill not be much in the w~y of c ncelletion. 

llost ot' the money is on l oans and er ants to St ates end Cit1eo 

the only Federol money beinG on bip proJects which are under 

oontr,~ct . 

36 

t.<r . Mor senthau S\l!"f;ested th •t H F.7A sold their own socuri tioa 

inato~d of ha vinb A~ sell them the monoy would oo~e to tho Treasury. 

The President and ~. • ones s~pcared to t hink the revolving 
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rund on those ~ecurit ies was adv~ntageous . 

~e Freaident said th~t on ~huroduy he wi l l h~ve ~ c?nf cr nee 

•1~h the spcndi nr aeencie s and ~u"g~stad th~t each or the lending 

s-enctes heve its f i cures on possi ble sovints tn by ?riday n1~ht 

to the :n r eotor or t he Judcet ""il th:tt q s t a tement be prepared a Df 

presen ted to t he llh1te House on .Sat ur day . 'l'his <toul d Five him to 

•h nee to see wha t he could say on (1) r evocation of outhortza tione , 

(~) t~rnlnc back of r e cover abl e ~seats , and (3 ) actu9l savi nea in 

ex;:endH1.1res , so thc>t by Monday he llli f ht c;)nf er with Sob Doue ht on 

&nd Put Harrison on t axe s . 

It wus ~greed that it woul d be ~11 rtcht for~ . J~ncs t o 

re~ue~t ~onrress t o withdraw per.ntsc1on frO!ll the s t a t es to t ax 

sn res of national b -~ks held by the RFC . 

It wan surgested tha t the President, at his pr ess confer ence 

5 minutes later , state that tho moetinz was held for a checkup 

wht ch comas norma l ly every two ooutha or so on the ac t us l enl 

cont empl a t ed f i gur es or tbe l ond1nc aeonc1es . 
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ITEMS ILLUSTRATIVE OF POSSIBLE SAVINGS IN THE 

BUDGET 

A quick examination of the appropri ation for Farm 
Credit Administration indicates that some of the fol.low­
ing items may possibly be reduced. Legal limitations , 
however, and possible necessity of inter-exchange of 
funds have not been thoroughly examined because of the 
limitation of time . 

The savings are of t wo kinde: 

l . Items directly a.ffecting the budget 
estimates 1n the remainder of the 
fiscal year 1936 and the fiscal year 
1937. 

2 . Appropriations which are not expected 
to be utilized before June 30, 1937 , 
and which, therefore, do not appear 
in the budget estimates . 

I. Items directly affecting the budge t . 

1 . There was available on December 31, 1935 , more 
than 39 million dollars in,crop and production 
loans -.hich, according to the budget , was not 
needed. Repayments into t his account before 
June 30, 1937 , Will increase this amount by 
more than ~hree million dollars . 

2 . There was available in loans in stricken 
agricultural areas account on December 31 , 
1935, more than 6 million dollars which was 
apparently not needed. Repayments into 
t his account before June 30, 1937 , are ex­
pected to aggregate more than 14 million 
dollars . 

3. In the account entitled "Emergency Crop Loans" 
1932-33, there was available on Deceuber 31 
more than 29 million dollars . 
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• 
4. On December 31 , 1935, the in~stment ot the 

Government in the capital stock ot the Banks 
t or Cooper a tives was 134 million dollars. 
Loans by these banks as ot the s~ da te 
amounted to only 50 million dollars . In~st­
ment in Go~rnment and Government guaranteed 
securities were in ex~ess ot 81 million dollars. 
There would seem to be an amount ot at least 
50 mill ion dollars in t hi s investment in capi ­
tal stock which could be reti red w1 thout hara 
to the banks. 

II . Appropria tiona which may be reduced . 

The RPC has made a vailable 100 million dollars 
tor loans to joint land stock banks . Si nce 
little ot this money has ever been used tor 
this purpose and estilllates in the budget in­
dicate that practically none 'llill be used in 
the next fiscal year and a halt, there would 
seem to be little reason why t his appropri ation 
could not be substanti ally reduced or entirely 
el1m1nated. This would not affect the budget 
directly but would reduce the amount ot funds 
which might be expended in the future . 

There are similar possible savings in other ot 
the lending agencies. For instance, the Treasury is 
authorized t o make available to the Federal Reser~ 
Banks approximately 139 million dollars tor loans to 
industry. 15 million ot this has been so used . I t 
would seem possible to return t o the Treasury perhaps 
100 million ot this amount . 

NB It should be kept in mind that these illustrative 
examples have not been thoroughly checked tor com­
plete accuracy . 
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Washington 

February 4, 1956. 

IIDilRA!lOOII FOR Til£ St.CIIl.TARI. 

Attached hereto is a statement dealing with the work of the 
Bureau of the Budget in connection with 16 ot the Emergency Agencies 
(the 2 Export-I mport Banke being counted as l) brought under ita 
juriadiction with respect to administrative exJ>enaea by Executivo 
Orders Noa. 7126, 7150 snd 7174. Tho roM1n1ng agencies , n11110q, 
the Tennessee Val.ley Authority, the Agricultura.l Adjuatllent Adminis­
tration, the Fano Credit Administration and tho Federal Fara Wortpee 
Corporation were band1ed separatelT and no report is aY8.1lable with 
respect to the:o at this tt.. 

Tlith one uception all of the agencies cooperated tully in 
carrying out the purposes of the Executive Orders . This exception 
was the Reconstruction Finance Corporation. Despite aenro.l lettera 
and many telephone calla requesting the Corporation to turniah the 
information asked by the Bureau of the Budget on which to arrive at 
ita conclusions, thoy have not as yet coJIP)..1ed. On one occasion llr. 
Bell took up the matter with the President, who referrcl it i-­
diatelT to L!r. Jonee. The Corporation then forwarded a atate-t 
ot coats for one 11011tb and apportion.-nta for the year 19:56, and 
l!r. Jones w:rote the Presid<nt telling twa that the Bureau of the 
l!l=dget had been furnished with all the in.toratioo that waa needed 
tor budget purpoeee. Tbia letter wee referred to the Bureau of the 
Budget and lolr. Costello, the Executive Officer of the Corpora.tion, 
informed that it ·.auld be necessary to turnieh detailed into~tion 
as outlined in various letters from tho Bureau. Copies of two letters 
are attached. Colla were made on other nccaaiona but the detailed 
inf ormation baa never been submitted. 

It ia wortb7 of note that COJIPUed with the estimates eubeitted 
the Budget hae reduced the estimates by $17, 669,616 tor the fieca.l 
year l9S6 and tl2, 9791045 f or the tiaca.l ;y.ar 1957. Aa. abo.,. atat.d, 
this pertains to on1;r 16 of the 20 apncie• coftred by tha I:cecuti.,. 

Orclers . 

Is/ CliWUJ::S H. FULLAWAI 

Adadnietrative Assistant. 

Inclosures 
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Honorable Jaase B. Jones, 
Chairman, Reconstruction Finance Corporation, 
Washington, D. 0. 

lly dear llr. Jonesz 

41 

Oct. SO, l9SS. 

Reference 18 aoade to w:r letter ot August 24, 1935 end to ., subse­
quent letter ot Septeaber 2S, 19SS requeating you to aub.it to tbia office 
certain detailed date regarding the personnel and organization ot the 
Reconstruction Finance Corpora tion. 

In reply to the above requests, I receiTed your letter ot October 1, 
1955, g!Ting actual expenses t or August end September, 1935, end eatiaated 
expenditures tor October and lloT&Ilber, 1955, el.ao estimates ot expeoditurea 
tor the fiscal year 1936 by obJectiTe claaaitication. 

On the basis of this letter your estimate ot $1,166, 667 for October 
expenaea was tentatively approved. I n order that you m47 haTe tunda to 
meet your administrative expenses tor No-rember, tentative approYnl ia now 
given to your estimate for the period NoTember 1 to lloveaber SO, 19155, in­
clusive, in the amount of $1,166,667. 

In order that a renew II&Y be lllllde ot your estt..te for adodniatra­
tin expenses for the tiscal year 1956 ot $14,000, 000. \'fill you ld.rldl¥ 
aubolit to this office not later than llonzaber 10, 1935, the organi.zation 
charta, stateaent ot tunctioos, and juatitication ot e11tiJMtes a11 originally 
requested? 

~ I ~o call your attention t o the tact that the time t or printing 
the regular budget is rapidly approaching 11b1ch ID8ans that the intorw.tioa 
requested in the Bureau of the Budget C1.rcular No . SSl ot June 29, 1955 
IIU8t be in our banda on the same date , 11&8aly llo-reaber 10. In this regard 
your attention is part icularly called to Po.ragr11ph 6, Page 6, as tollowaz 

"The esti~~ates will be IICComponied by aucb written state­
menta , tabl es, charta, mnpa , outlineD ot prior, existing and 
proposed personnel organizat ions, etc., as 1lklq be necessary 
tully to explain and juatity the eati.JIIates * * ••. 

Very ~ yours , 

(Si£)led) D. W. BliLL 

~cting D1rector. 
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Honorable Jessie H. Jonee, 
Cht.irlllllll , Reconstruction Fi.ne.nce Corporation, 
Washington, D. c. 

liT dee.r llr. Jones: 

Hoy, 20, 1935, 

In ~ letter ot October 30, 1935, I called your attention to the tact 
thAt the t1111e tor printing the regular budget as drawill8 near o.nd requested 
that I be f'llrnj_shad with certain data re1at1Te to the operations ot the 
Reconstruction Finance Corporation. 

A portion ot the described information was received with l!r. H • .& . 

l:ulli gan's letter of November 12, 1935. lolr • ...UUgan also t r ansllitted a 
statement showing actual administrative expenses tor the .oaths ot September 
and October, 1955, and estimated expenditures for Noveaber and December, l955, 

In rq letter ot October 50, 1955, I approved an al1otMnt ot$1,166, 667 
t or •dwJnlstratin expeneee tor the CIODth ot lloYember. For the 80Dth ot 
Dece:aber 191>5 , the 8&lle 11110\lllt, DAll&.\7 $J., 166, 667 is hereby approYed, These 
appron.l.s e.re lle.de in accordance with the author1t7 cootained in Sxecutin 
Order llo , 7126, as 8JIIOllded by ExecutiYB Order No. 7150 of August 19, 1935. 

As the President has requested me to fUrnish him early in December 
with reports on al1 or the agencies plnced under Budget coutro1 by Execu­
tive Orders , I would Uke to haYe the following 1ntor1111.tion before November 
so, 1935. 

1 . Org&niz11t1oo che.rte. 
2. Functiooal atetell8nts by dinsiooe. 
5. Personnel by d1 Yieions , IIWihera , grades, and sa.laries 

tor the years 1957, 1956 and 1955. 
4. 1957 estiaates {green sheets) . 
5 . Justifications of estimates. 

!Jr. llul.Ugan, your treasurer, and llr, Costello, your assistant , haY& 
both been info!'lled by telephone or the need tor this intorMtion and it ia 
possible \bat the JMterial is now in the process or preparati on. I would 
appreciate it it :rou would giYB this JMtter your attenti cn and expedite ita 
tranelli ttal. 

In the nent that there is any doubt regard1ng the exact intoratioo 
required, I will be glad to usien a Mllber or ~ stett to ~rk with :YTNr 
repreaentati Yes, 

Veey tru.\7 yours, 

{Si&ned) D. II, BELL 

Acting Director. 
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_j., Wo_MiliUi_ __ 
IA'I U ft .. ''GIIIIIIIIIIk-- --

I oallecl Ill'. CariCUel a\ Ua.O a. •• ~. I ectrt ... 

Ilia Ula\ ao fu "ba4 reoo1Te4 Q,UoaU•• for U.\ .. ,000,000 

wl'\b fd ~~•. all of Wlaiob for Pario, wUb \bo a1epU• Oil 

fl001 000 \ba\ ... 4ea\1Decl for BoJ1aa4. 

Cal'ipel .-a\ecl \ali\ \ben •• U\\le ao1,_, Mdair 

in Pal'ia, \bat \be .ann no •• ,.,., or \o ,., 1\ .,.. ~. 

th!Uer \baa, • .-....., .... , ot ~·· ..UYi\7 be4 Uk• ph" 

in Loa~ when \be Bl'1Uah .... 11•U• hacl bonlb\ huoo. £a a 

raaal\ of .aa ... vaaoa.U01ao Cal'ipel \b.,lb\ U&t!r -.lcl 1oM \o 

LoGclOD wtaa\ \hilT..,.. ••••'"I 1a •~• rna •• ron. I ntvnc~ \o 

\be fan \ba\1 \o 1111 .upnoe, a\ei'Uac bad , ... ....., ••• • .,.., '11· 

aa4 ••U•ecl \be\ aeoo1"41.D& to .,. 11114uohadt•l \be Bl'1Uib be4 

btre\ofore \l'iecl \o bo14 \be J c &! do-. \o \be\ ftpn. Cal'1pel 

repllecl \ha\ \bio ba4 b .. \heir ~- in \be pan, \be\ , ... _. 

4aT \bo hD4 ba4 b.- 1111\ fd \be -no\ aacl \bat \be Ua1\ or fl 

... eel \o baYO b .. IIOYecl a U"le bilbu. c.n.ae1 llala re­

terro4 wUb 1'111'0\ to \be tao\ \be\ u4er \be pre .. \ • ...,. • 
~ 

ael4 OOD14 .... tna ••• Y.orit~to Loiidol:l aa4 a44ecl \be\ 1t ..-

U'hal•••• oeal4 be .... •n 11111 be • ,,..., ..... \o u. • 

I •-' ... u .. ec~ \be\, .... I'UIII .. 1atemaU.. ••• 

reaow .. a..n, Uae a.u fd hOD•• •• I&U.. tzr .. Sne tnae .._ 

•aa••• ., ..... pl4 Sa ... r..-. Can.pel ooatt~ Udo, ... UIII 

~' .u -• aann ... ~ ,..,.._, \bat •• a ..-1• tt••"• at-- pJA ....... - .............. ., ,. ..... .. 

u..~ am-., -. ... tMr ... d .-no P»$''11 •••• ' 
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_L. '· laolc• 

DATE ltbl9AI"' fe 1811, 

SUBJECT> f&ftQII CO"U•WIOI I1D 
BAll& Ol JIWICI. 

- I -

taolUUea tml7 to \he YU7 lara• operatora. I apla1Ae4 M )IU 

t hat the aa\hr bael ooae to liT attcUOD beoauae 110110 ot \he baaka 

her a t1p.r ed \hail' 101el po1Dta below «Nra, oot iDolvcStna iD\ven 

1D \heir cbaqe a. I ba4 repUe4 ~\ tor Ule aue ot oirdvq pN­

o~e it bael bee thla bak' a poUq alwqa to 1aoluele iDhren 

et bank rate beoauae, o\heniM ao1el po1Dta 110Ul.cl baYe to be •bulle4 

ooatlauoualT aa IIGil.., urltat OODcl1tiODa ohaqe4. Caripel .,re.a 
With •• cUnq. I actioae4 to b1a \hat I hael raoctq follow• 

Lonclon 101el qaota\iODa tor apot •• well •• tor toi'W&I'cl eleUYer,r an4 

bad bee parp1eze4 711ta~ au44cq to aM \he thrH 11011\hat n\a 

10 to a pr..t.• oYer apot a.pare4 wi\h a ••11 cl1acOUD\ tor oaa 

IIODth t a elell YU')'. Caripal .,reed w1 tb •• \hat there waa DO rb,rlle 

an4 ; .. ._. for \hat, ~t \h87 too toaD4 it 41ttiouU to UDclaraMD4 

t he .o••••• ot \he pl'ioa ot ao14 1D LoaeloaJ tbe aoat naanahla 

npJ.auUOD pNbabq •• Ulla - ~' a tow ot \he ocaU.--.1 b•k• 

oooaaioaeU7 WOQlel buT 1D the LOD4oD .arllat (be _,baai..S \ba\ \be 

Bank ot fnDoe neYer cl14 it) &Del \bat it tbeae baDka oaae iDM \he 

aarltat at a \lao 11beo \be Bntilb hnel wu ba71DI al•, th-.r bad \o 

ooapate w1 Ul the 1a\\er aD41 aa a re10U1 were apt to Jlllb the priae 

to • pre••· A\ •7 nte, be a44e41 \he toi'W&I'cl aanet wu a\nal17 

\hill &Del cUnq a utter ot aco\iaUOD. 

LIKtiiO 
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~ebruary 4 , 1936 , 

The Interdepartmental Loan Ca.mittee met with the President 

at 2:15 P~. today. Those present , in addition to the President, 

were : 

H~nry ~orgent~~u , Jr. , Chairm3n of the Committee , 

Henry A. ~allace , Secretary of Agriculture, 

H~rold L. Ickes , Secretary or the Interior , 

lease Jones , Chairman , Reconstruction ?inance Corporation , 

Stewart McDonald, Federal Housing fidministr~tor , 

Chester C. Davis, /~ricultural ~djustment :dministrator , 

C. B. Upham, Secreta ry or the Committee. 

The President explained th~t he needs to secure between $200 

million and ~00 million from the lending end spending agenc~es or 

the ~~vernment , to be made av~ilable to the Trassurv tor the purpose 

or meeting increased expenditures occasioned by the payment or the 

bonus , the enactment or a·seed Loan Bill and other unbudgeted items . 

He explained that he is up againct a political situation which makes 

unpopular any tax bill. It be had his way, the President said , he 

would provide tor some kind or a processing tax, but he would also 

increase the income tax rates . The political problem presented is 

that or avoiding new taxes, it possible. ~or tha t reason a preli­

atnary s tudy has been msde to s ee hoN much is needed. It is obvi ous 

tbat agriculture will need $500 lllillion to keep the term policy 

·otnc end put the new rarm bill in operation. The President expressed 

the hope that it might be held down to $4~0 million because that seems 

less than ~500 mi!lion , a nd because he would like to be in a position 

to say thut the taxes tor the new term program are lese than tor the 

old. 
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The Preaident deid be was not in the le~st worried about asking 

coorress tor the $500 million because that is merely a replacement 

or former or present t axes , It is not a n increase in expenditures . 

The total outflow will be the same , but the bonus, the Seed Loan 

Sill , which was passed yes terda y , and other items relatively small 

i n .mount but large in tot31, increase the recuirements on the 

Treasury. So , if a manufacturers floor t ax or some other tax is 

enacted for the ca rrying out of the new farm program we will s till 

need ~200 million or more over the oririnal budget estimates or 
January . Mr . Mor eenthau confirmed that between $700 million and 

yaoo mill ion new m ney would be needed, including the bonus . 

If the Administ r a tion can avoid the imposition or new t axes 

it will be so much to the pood politically. The only way t o make 

things come out even for the Treasury on the January budget bosia 

without new t axes and w1 thou t additional borrowi.nr is for the lend­

ing agencies and spending agencies of the Government to make savings. 

3Ven thoufh some of the l end i ng agencies get their money sep~rately 

directly from the market, when they borrow it aff ects the borrowing 

possibilitie& or the Treasury. some or t he agencies such as the RFC 

f inance themselves directly through t he Treasury. Some agencies such 

as tho PHA have no financing activities and are mainly spending 

agencies . The only savints they can make would appear to be in 

overhead or administra tive expenses . If we con prevent the lending 

or speudine 1 n all the Government asencies ot' between $200 million 

an~ ~300 million no A!! tnx would be r6~uired , the President sai d , 

but only a substitute tax tor the AAA unconstitutional pr ocessing 

tax. I t would make a much simpler picture for the country , he said. 
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It de~eloped ths t the AAA i s in the 1937 budget f o r $547 

Million and it was sugpea ted that the new proFrrun call for ~10 

~illion l ess than the old. 

The President raised the ~uestion or where savin~s ca n be 

msde end referred to the fac t thct the Treasury hsd made a ~ ick 

s~rvey or one or the lending agencies -- the PCA - - and had made 

so·•,e suf.:8estions or possible savings in the a ccounts of thnt 

a-ency. The President then read a memorandum entitled ~Items 

Illustr!ttive or Poao ible Savings in the 9-ldget", attached. It 

lists a number of suggestions for cancella ti on of spending 

authori~~tions and asset recoveries i n FCA and for a r e turn to the 

Treasury of $100 m1111on now ava i lable t~ Federal Reserve Banks for 

indust rial loans . The President then reed a memorandum prepared by 

Charles H. Fullaway, Adm1n1strs tive ~ssi stant or the Bureau of the 

&.tdget , carrying a s t a tement dealing with t he •. ,ork or tho l'lu reou 

or the Budget in connection with 16 or t he emergency agencies brought 

under its Jurisdiction. The st~tement s howed t hat compared with the 

estim~tes subm1tted t o t he budget by 15 or these agenc1Ps , reductions 

or ~17 ,600 ,000 for t he fiscal yea r 1936 a nd ~12 ,900 ,000 for t he fiscal 

year 1937 had been errected . The s t a tement also pointed out that 

thAre had been a complete lack of coo,er~tion With the Bureau or the 

3udget on the part or the RFC . 

Yr . Jones insis ted that the , irector or the Budget has been 

~ ivan everything by his corporation , maybe not in the form thot it 

1a want ed, but in full and in detail . · 

The Presi dent th~n r ererr ed to a tobla showing the number or 

civil employees of t he ?ederal Covernmen\ Pnd said t ha t the t otal 
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ezployees or the 6 agenc i es rollowinc - - 1?C , ~A , HO~ , ~. 

P1~ and ~~ -- ~ad increased month by month rrom 43 , 633 in 

Januqry, 1935 to 50 , 570 in Decemoer , 1935 . 

The question now is, the Pl'abldent said , where can we save 

the money . 7e ~st do it . He asked for a ny bright ideas . 

49 

Yr . Jones spoke up with the oboervution that it is up to all 

or us t o save wherever we ccn . 

~he Presi dent replied that tha t was not enough -- he hod to 

h~ve definite figures . 

~. McDonald said t~at they had a $200 million alloca tion from 

t~e ~~ ror insurance under Title I end that he was propo&ing to 

limit it t o ' 100 cillion which would permit a cancellation or $100 

million authorization . 

The President sufses ted t hat we go ri~ht around the room end 

he~r rrom everyone . He suegest ed thn t Mr . Jones had three possible 

ways or contr1bnt1ng to t he u1tuot1on, (1) a reduction in borrowing 

euthorizstion, ( 2 ) a reduct ion in actual ex~enditures for administra­

tion , and (3) by sl owinc up on the loa ns ~nd securin~ payments on 

loans ~nd other commitments . 

~r . Jones s~grested with respect to reducing borrowing authori­

zations ths t it wa~ just os effective not to mske use or them -­

operat ions oould be controlled in that way. 

~he President replied that that didn ' t help him , but suegested 

th t if he could say the aFC has 0100 million authori~ation w~ich i t 

no lancer needs ••nd so sh3uld be repealed by the coner ess thus 

ro~oving e potent ial oblipation on the ~reasury , i t would be n real 

help . ~rue, many or the aut horizations ore not direct~ 1n the 
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blldget but the more that potential obltgsttons can be cut , tbe 

sounder it will be to reco~end t ha t no new t a xes be l evied . 

50 

lolr . Jones thought he could pick up e good deal or tl\e reC!uired 

monel' in the RFC by onncolling author lzntion>~ . He was of t he 

opinlon lt would not help much , but admitted it eight end P5ree~ 

th t th4 rsycholog icnl errect might be eood . 

\'r . Jones was inclined to t hink that; a reduction ih 't"C 

adminl~trotive erpcnditures would not help the Treasury slnce t hey 

com4 out or R.'I'C prof its. 

Mr . ~orgenth~u replied by r eferrinc t o t he Budget Bureau ct a te­

ment sho¥lng that adminis tra tive expenses of 15 or t he agencies ha d 

been reduced since they had been brourht under that Bureau . 

~he Pre~tdcnt added t hat a reduct ion in administra t ive ex,enses 

w:>ul~ hllve s c ood J>Sl'Chol oei ct.l eff'ect a l eo , and said , t hat as a 

mntter or feet it nrreoted the budeet s ince the return to the 

Trnaaury would be greater 1r administra t ive expenses wAre lowered . 

uny n~t savings helps the Treasury pouttion ehd helps me in my t ax 

rec~&ndations , s a id the President . 

71th respect t o aloilin~> up on loons , Mr. Jones said thlly were 

refusing applications evnry day , eve n permitting some companies to 

·o into receiv er ship . He wants the banks to t ake over the RFC 

load . ..sked about banks paying bock some on account of' prererred 

stock , ~r . Jones said th1t there w3s no chance a fter yes t erday's 

SUpre~e Court decisio.~ lfl\ l ch 1!18de prererred s tock subJect t o t ax 

by the Jt~tes. 

T'le re was considerabie discussion of the proposit ion with 

respect to returns to t he nmc and Treasury trom prererre~ s took 
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; r.~tnts , the Pre.itdent wa nti'l<- to k •ow why they couldn't pa.y it 

b!ICk: . 

Mr . Jones explolnod that the bonks are unable to induce 

private invest ors to t oke it over ~nd th~ t if they retire It they 

will have unsound ce.:-it;l structures . 

~r. Morgenthsu intorposed to s~y t hat the Comptroller hod 

repor ted tha t some 100 banks could safely pay ba ck in excess or 

~100 million . 

lfr . Jones sa irl th~t this included $50 million a piece f r om 

the N .. tional City Bank or New York ond the ChDse National Bank 

1n~ he !tad t...Lked both to .. ldrich and Perkins ~d they tUd not wont 

to pay the RFC . ~. Uorgent~3u expresaed the o~inion thev would be 

willing to retire i t . 

7hen pressed on the mutter of pert payment, Mr . Jonas thought 

they mi ght pay orr $10 million each. Ho s uid he had it in mtnd 

to ·~ t back a substantia l amount dur1ns the year from all bonks . 

He was i nsistent th t no one t ell hi~ how to do his job but rather 

to tell hi:n wha t is wa nted end let him do it his 01m wsy. Mr . J ones 

s~id b~nks were panicky to r e tire s tock after Crowley's New Orlaarn 

Chase a nd City c an ' t retire the irs and ha ve sound banks, he speech . 

S!!id . He added t hat he would try to "hornswoggl e " so'llethine . 

• ~ked by the President if he thou~ht he oodd gat book one 

~erter of the ~900 mi llion outsta nding , he said , " no t without 

we kenin& the capital str uc t ure or the bnnks" and "undoin~ mu~h or 

what we have done" . 

The bituati on a pparently is tha t the Comptroller rooln that 
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the b~kB can safely r e tire their preferred s tock sn~ ~r. J ones 

diaseroea . Whether ~r. Jopee broached the subJec t to the Nat ional 

.;i t •• Bank and the Chose national Bonk as a nueation or retirill8 

preferred stock or transferring it to private investoro , rema ined 

i n doubt . 

~r . Morgenthau t old Mr, Jones his est imates of r eceipts end 

exrendit~res are fUrther "out~ than any other agency and that t he 

~~ i a not livin£ up to ita estimates . 

Mr . Jone~ said that t hey put in inaccurate est i ma t es on pur­

pose becouse the Budget Director pays a bsolutely no a ttent ion t o 

t ai r estimates . 

~r . Mor genthou s a id thqt it was di~ficult to ra ir~ ~oney on 

erroneous esti:nat es a nt! th" t it was not; "' very O>Ood w&y to run 

a bus iness . 

Mr . Jones sa id he thou~ht he could run the R~ as well as 

anyone aloe , and that t hey di dn't spencl up to osti"lates beoau11e 

of t he ir "eff iciency" in bold1D£ expenses down . He insisted the t 

t he mreasury we.sn' t "hurt·· since they di scounted his est ima tea . 

~he President commented t hat it hurt the 5ecrets r y ' s heart once a 

month -- gave him high bl ood preocure . 

It devel oped tha t on a~reement bas been reached between 

the R?C and the ~ureau of the Budget for their representa tives 

to get together and reconcile figur es , but ~!r. Jones is or t he 

Oplnlon t hat a reconc1lliat1on is impossibl e . 

~·r . Jones preoentod ror the Pres ident ' s s igna ture a letter 

asking Congress to increase the oa?it s l or the Commodity credit 

Cor poration by ~100 million eo ths t they con borrow in the m~ket 

52 
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on their cotton nn1 repay the- R?C . lith tha t $lOa milli on there 

wo~ld,be sa.ething with which to forer.o interest and charges on 

cotton loans if and when neoesse y, end 1% could be saved in the 

~rkot on cot ton . 

Mr . ldor genth..Lu asked where th~y would get the ,100 mi tl ton 

and :Jr . Jones r eplied th9t this woulll come out or the RFC 

euthorization -- Just be a bookkeRning transaction. 

Arter the President had si~ned it he ~irected , upon the 

all( ·est ion or Ur . •:organth"u , th11t it be cleared throu&'h the 

3udget 'lureau. 

Ur . Jones said he would cle~r it throuyh the Budget and 

sen(! copies to everyone present . 

~r . McDonald said th9t in addition to the 0100 million cut 

53 

in authorization for Title I insurance , (~hich he l ater prererred 

t o m~ke Q~O mil lion) there miFht be some saving on the JlO million 

llutual Mortgaee Insurance l!und. Insurance premiums and appr aisll l 

fees under this ~itle now amount to 3700 thousBD h'ld by the Treas­

ury but unused by FHA . This ~111 increase, but may not be ava il­

able for expenditure . 

Title I expires on npr11 l, and if extended ~ill probably be 

for lOp insu r ance only. It is hoped to use 050 million or the 

~00 millinn as a r evolv ing rund for n~w construction. 

Mr . Morgenthau r eferred to le ~1 billion unu3ed authorizgtion 

tor HOLe bonds and there was some d1souss1on or the political 

advisabili ty or asking for its ropesl . 

It •a s agreed th~t probably if it were presented to the 

Canrress along with 15 or 20 ot~er suthori~st1on repeal items , 
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1~ w?Uld no t be so notice~ble , and not be l ikely to l ead to 

d~'ll-tnd th t HOLC a pplic t< t iona be reopened. 

The President saw a tremendous e ffec t in repealing 

l,JOO, OOO , OOO or ~2 bil lioo or authorizations . He s pest ed t ha t 

we check with the ROLC t o see wh:.t t hey co1..1ld do in t he way or 

reductn~ personnel and adm1n1strut1ve expenses . 

Mr . Jones suggested th~t thero ba oomethin~ sai d rublicly 

abO'Jt personnel reduct ton ror the purpoae of saving money t)\'lt 

the "heat '' migbt be taken orr or t hose "'rho d1acherge employees . 

It was asreed tha t the /Jili co~ not tell very well unt il 

the new law eoes into effect just wh~t thev con contr ibut e . 

It was su~gested t hat they mteht m~ke a small contribution 

rrom the 11qu10ut ion of su~plies held in the Surpl us Relief 

Corpor~ tlon . 

54 

It was su~eested t ha t some $23 million might be covqred into 

the Tr~asury thi s fiscal ye~r tr cert ~ in legislation now pending 

goes throuPh t he Co!l£'r ess . The obl1e • ttons for car ryinp in to effec t 

.>action 32 or the ,.;u,. Act ere about ~23 million less than the tund 

itaelf . 

It was thJurht that some ~10 million or maybe $15 million could 

be s~ved on oper a t ions , tncludtnr ~6 million which will not be 

ro !j,utred ror euror cemer1t or the !lonkhead A.ct . 

~he President suegested t wo pl~oea wher e tbe nepartment or 

~riculture might save mcney, (l) in w\ld life ~nd game r efuaes , 

~na ( ~ ) in forestry. 

~r . lsllace s~id th~t e t t he last ~eet1n~ or the ~orest 
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~csnr~e Commissi~n they were urged to secure an appointment with 

the ;Freel dent for the p·1 rpose of ackinr ror more money . 

It w a egr~ed that t"is was a mat t er or policy which should 

be d!acu3sed with the Commission. 

There was some discuscton of tho l~nd buying policy or the 

".onn·nmont anti the President r a l J~d tho question or whether it 

mt ·ht nJt be tha t lsnd was beinG bou.~ht t'o.ster th·. n it c!ln be 

t•ken c re of or ref ores ted . 

l.:r . • 1e U a ce !l.lld J.:r . Javls s~res ted the possi bility or 

ss 

asvln~ ~25 million out or Osc• r J ohnson' s cotton pool . ~hey th~upht 

it ml ·ht be possible t o li~uid~te the 642 ,000 bales o: 3pot ~nd a 

coo~ rart or the eoo ,ooo bales o~ ru t uros berore the beg1nn1nc 

oi th cotton year on ~ugust lot . 

~he President surgosted tha t Johnson be asked t9 work aut n 

schedule on how much he can p !ly ba ck to the Treasury or the $100 

millton ellthortzat ion . 

~: r. Ickes s~id they h'ld only 'll OO , OOO unexpended out or the 

new 1'Und end ~14 million out or the ol~ . or this ~14 million , 

t5 mil l i on or ~o ~illton is bein~ held ror a new lar Jepsrtment 

bu!ld !n· . ~here will n~t be much in the wsy of cancell9t1on . 

:.lost of' the money is on lo'\nt. and ··r •nt s to ~t i!tes and Cities 

tl>~ only :edor ::.l m~ney bela. on b1C l'ro je ot.; 'l'l! ich il re under 

oon trac t . 

l:r . :.lor"enthsu ~UI'~C:ested th• t I" r / .• oold their owo securities 

1nsteod o ·· 'lsv1r-£ RYC sell them t he money would co-..e to tho "reoeu ry. 

~~e Fr~~tdent and ~r. J~n~~ ~rp~ . red to think the re~olv 1 DS 
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run~ on th~se securit ies was ndv~nt~ceouu . 

':'le Pr,aident said th 1t on Th•Jrsday he • 111 have a collrcrence 

with the ,.J)cn.llnr- agencte .. c.n1 s•1 ~e .. ~ed th• t each or t he len<\ing 

~ encies have its i"ifUre3 on poczible saviiJ,.S in by <'ridsy nlrht 

to the )ir~otor or the 3tdget and th~t s ;. t •tement be prepared and 

presented to the "lhite House on Joturd 1y . '!'hi s would e; tve him a 

ol,.tnce to see wh,. t. he coul d soy on (l) revoca tion ot' author1z.at1one , 

(2) t~rnin~ bsok of r ecover able nsscto , end (j) ac~tsl savtn~a in 

expenditures , so thqt by Monday he ~trht con fer with Bob Oourht on 

and rat Harrison on t axes . 

lt ••s agreed tha t it would ~e a l l right ror Mr . ~ones to 

re('"Jes t C'ln;ress to wi thdraw perm1s:J1on !'rom the st ates t o t ax 

Rh r es or n~t1onal bsnksheld by t he R~ . 

It was suegested tha t t he t>c·asident , at hio press conrerence 

5 minutes lat er , state tha t the meetinp was held for e checkup 

wnlch cones nor mally every two months or so 1n the a ctual and 

cont~mpls t6d rtgures c!' the leod1 nt a~encies . 
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ITDIS ILLUSTRATIVE OF POSSIBL?l SA.VDIDS IN THE 

BUDGET 

A quick examination ot the appropriation tor Farm 
credit Administration indicates that some ot the follow­
ing items may possibly be reduced. Legal limitations , 
however , and possible necessity or inter-exchange or 
t'unds bave not been thoroughly examined because of the 
limit ation ot time. 

The savings are ot two kinds: 

1. Items directly arrecting the budget 
estimates in the remainder or the 
tisca1 ysar 193& and the tiscal year 
1937. 

2 . Appropriations 11hich are not expected 
to be utilized bet' ore .Tune 30 , 193'1 , 
and which, theref ore, do n.ot appear 
in the budget estimates. 

I. Items directly att'ecting the budget. 

1. There was available on December 31, 1935 , more 
than 39 million dollars in crop and pr oduction 
loans which, according to the budget , was not 
needed. Repayments into this account before 
.TUne 30 , 1937, will increase this amount by 
more than three millJ.on dollars . 

2 . There was available in loans in stricken 
agricultural areas account on December 31, 
1935 , more than & million dollars which was 
apparently not needed. Repayments into 
this account before .rune 30 , 1937, are ex­
pected to aggregate more than 14 million 
dollars . 

3 . In the account entitled "Emergency Crop Loans" 
1932- 33 , there was available on December 31 
more than 29 million dollars . 
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~- On December 31, 1!135, the inftstment or the 
Go~ernment in the capital stock or the Banke 
ror Cooperatine was 134 1111ll1on dollars . 
Loans by the se banks as or the same date 
amounted to only 50 million dollars . Innat­
ment i~ Gonrnment and Go~ernment guaranteed 
securitiee were 1n exceae or 81 1111ll1on dollars. 
There would seem to be an amount or at least 
50 million dollar~; 1n th1e innstl:lent 1n capi ­
tal stock which could be retired w1 thout harm 
to the banke. 

II . Appropriations which may be reduced. 

The RFC has made ava ilable 100 million dollars 
ror loans t o joint land stock banke. Since 
little ot this money has enr been used ror 
this purpose and eatilllate • in the budget in­
dicate t hat practically none will be used in 
the next riecal year and a halr, t here would 
seem t o be little reason 1lhy t his a ppropriation 
could not be substantially reduced or entirely 
el11111nated. This would not arr ect the budget 
directly but would reduce t he amount or runds 
whiCh might be expended in the fut ure. 

There are similar possible sa~ings in other or 
the lendiDg &gencies . For i ns t ance , the Treasury i s 
authorized to make a~ailable to the Federal Resern 
Banks approximately 13!1 1111ll1on dollars ror loans to 
industry. 15 lllillion or t his has been so used. It 
would seem poseible to return to the Treasury perhaps 
100 million or this amount . 

NB It should be kept i n lllind that t hese Ulustrati~e 
examples han not been t horoughly checked ror com­
plete accuracy. 
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C 0 P X 

BUIU.AU 0~' '1'HE. llODGI:.T 

l'lashingtoo 

February 4, 1936. 

Attached hereto is a state~~ent dealing w:Lth the 110rk of the 
Bureau o£ the budget in connection w:Ltb 16 of the Emergency Agencies 
(the 2 ~xport-Import BAnko being counted as 1) brought under ita 
jurisdiction with respect to administrative expenses ~Executive 
Orders Nos . 7126, 7150 snd 7174. The remaining agencies, namely, 
tho Tennessee Va11ey Authority, the Agricultura1 Adjusta..nt Adll1n.la­
tration, the l'ara Credit Administration and the Feders1 Fa.. .... llortgeae 
Corporation were band1ed sepe.ratel;r and no report is ava11able with 
respect to thea at this tilDe. 

With one exception s11 of the agencies cooperated :f'UllJ' in 
carrying out the purposes of the Executive Orders. this exception 
~:ru~ the Reconstruction Finance Corporation. Despite seTera1 lettera 
and many telephone es11s requesting the Corporation to furnish the 
information asked by the Bur'ilau of the Budget on which to arriTe at 
ita conclusions, they have not as yet complied. On one occasion 
Mr. Bell took up the matter with the President , who referred it 111>­
llediatel;r to Mr. Jones. The Corporation then forwarded a stete•nt 
ot costs for one ..:>nth and apportion.ent.s f or the year 1936, and 
l!r. Jones wrote the President ts111ng h1a that the Bureau of the 
Budget had been turniahed with s11 the infor~:~ation that was needed 
tor budget purposes. This letter 1111:1 referred to the Burea-.; of the 
Budget and !.lr. Costello, the Executive Officer of the Corporaticm, 
informed that it would be necessary to turniah detailed infonoatioo 
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as outlined in various letters from the Bureau. Copies of bo letters 
are attached. Cs11a were Clllde on other occasions but the deta.iled 
information baa never been submitted. 

It is wortb;r of n.ote that co.pared w:Lth the estis.tes aut.:l.tted 
the Budget has reduced the esti.atee b7 $17, 669,616 for the !Uc&l 
year 19S6 aDd $12, 979, 1)45 tor the fiscal year 1937. As above stated, 
this pertains to on1y 16 of the 20 agencies coYered b7 the Executive 
Orders. 

I a/ CllJJILES B. .FUI.LA W.U 

Adainiatrative Assistant . 
Inclosures 

Regraded Unclassified 



C 0 P I 

Honorable Jesse H. Jones , 
Cbairolal2 , Reconstruction Fiue.nce Corporation, 
Washington, D. C. 

111 dear t.lr. Jones1 

60 

Oot. SO, 19:15. 

Reference 1a llllde to rq letter of .tugust 24, 19!15 and to liT subse­

quent letter of Septe.ab<.r 21! , 19~ requestiug JOU to aubod.t to this office 

certaiD detailed data regarding the personnel and organization or the 

Reconstruction Fiuance Corporation. 

In reply to the aboYe requests, I receiYed your letter of Oct.ober 7, 

1955, giYiDg actual expenses tor August and Septeaber, 1955, and estia&ted 

expenditures tor October and No-.eaber, 1955, also eatillates of axpenditur .. 

t or the fiscal year 1956 by objectin claseitication. 

On the basis or this letter your eetiaate ot tl, l66, 667 tor October 

expenses 1IIUI tentatively approYed, I n order that JOU -.y h&Ye funds to 

o:.eet your ad•1n1etratiYe expenses f or llofttlber , tentatiYe approY&l is now 

ginn to your eetiaate tor the period IIOYel&ber 1 to lloftllber so, 19:55, in­

clushe , in the &IIOunt or tl, l66, 667. 

In order that a renew 1111a7 be -.de or your estillate for adw1nistra­

t1Ye expenses tor the fiacsl ;rear 1956 of tl4,ooo,ooo. Will you JcindlT 
5\lbod.t to thia office not later than lioftllber 10, 19!15, the organiaaticn 

charta, etete111111nt of functions, and justification of estillatee u orig:l­

nill.y requested? 

111.1 I also call your attention to the fact that the tiM tor printiDc 

the regular budget ia rapid.l;f approaching thlch .eane that the intorMtiCD 

requested in the tureau of the Budget Circular No. :551 of June 29, 1955 
lllll8t be iD our hanc!e on the ea.mo date , n&~~el.y llonaber 10. In this regard 

your attention is I~ticularly called to Pare..graph 6, Page 6 , aa follows: 

•The eatiaates w1ll be accoapanied by such written atat.e-

11811 te, tables, charta, -.pe, outlines ~ ¢or , existiug am 
proposed personnel organisations, etc., aa M.T be neceaaarr 

tully to explain and. juatifT the estiates * * *". 
Very truly yours, 

(SiSQ8d) D. W, BiLL 

.tetiug Director. 
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Honorable Jessie H. Jones, 
Ch~, Reconstruction Finance Corporation, 
, &abington, D. C. 

u,y deer llr. Jonesr 

IIOY. 20, 1955. 

In a:r letter of October SO, 1955, I called JOur attent i on to the 
t act t,hat the time t or printing t he regular budset was drawing near and 
requested that I be tumished rlth certain date relAtive to the operations 
or the Reconstruction Finance Corporation. 
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A portion or the described info~tion was received with llr. B. A. 
llulllgw>'s letter ot NoYeaber 12, 1955. Mr. llulligan also tranaaitted a 
atat.e~~ent showing actual ndwdnistrat ive expenses f or the IIOiltha of Septeaber 
and October, 1955, and estimated expenditures !or November and Deceaber, l955. 

In a:r l etter of Oc tober so, 1935, I approYOd an allotment o.t$1,166, 667 
!or adodnistrative expenses for the 11011th of November. For the IIODth of 
December 1955, the S&JIII &IIOUilt, nuelJ $1,166, 667 is berel>T approved. These 
approvals are made in accordance with the author ity contained in Executive 
Order No. 7126, as uended liT Executin Order No . 7150 of August 19, 19155. 

As the President ball requested me to tumish hia early 1n December 
with reports on all of the agencies placed under Budget control liT Execu­
tive Order s , I would like to ho.ve the following infor-.tioo before Novelllber 
150, 1955. 

1 . Organisation charts. 
2 . Functional atateaents liT divisions . 
5. Personnel b7 divisions , numbers, grades, and salaries 

for the year 1957, 1936 and 1935. 
4 . 1957 estiutee {green sheets) . 
5. Justifications of estimates. 

1.1r . liulllgan, JOur treasurer , and Mr. Costello, your IUSsiatant, b4ft 
both been inforaed bT telephone of the need for this information and it 18 
possible that the materi al is now 1n the proceaa of preparation. I would 
appreci ate it 1t ;you would give this matter ;your attantion and expedite ita 
tranaaittal. 

In the event that there is any doubt ngarding the exact Worw.tioo 
required, I will be glAd to anign a ~~eaber of a:r staff to work with 'ftNZ 

r epreaentatins. 
Very truly yours, 

{Signed) D. w. BELL 

Actini Director. 
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Doo-r )1, Do-r }1, Dla-NI' )1, DM•M:r 31, -lo ... }1, l el1et IU tor Doo . , 19", 

19)1 19}2 19JJ 19)11 19" boi..U.. lollot 

ltooat\ruc\ loa 7laaace Corpora•loa 1,9111 ),2)11 J.~ '·"" 
,.,. Cn41\ ~••nuoa " »1 " Z}J 7,522 6.907 6,111 

!OM OlmtH I Lo.Jl CorporaUCD If " 6,961 20,099 19.951 

rMonl a .... t,.. .W.hinra\1• 2,2J7 },Ill 

I'UUo Yo.Jke .U.la1UraUoa 2,759 5.1126 9' 11110 

Jvlnloval lo4J'M-•• .W.Iaio-Uoa 
gj 6,)97 6,517 

to'-! - A lion AC'tDCh• 351 2,2" 20,-., ljlj,~75 50o570 

tolll PMihl ChU -.-1 
tac\Uiac htcutt•• Depar\Mah, 
ll..,po1141•t Jo\U1hlll .. •• u4 Othor 
hUnl ........ l" Eo6,}61 5611,10) 591. 675 672,273 115,719 152,1}0 662.951 

UI.LTSIS liT IIOITU P0a !Ill DU 19J5 

J-.JT robruq Karol> "prU lfq J'ue Jw ,._, S.,'-loor Ootololr ..,._Do_ 

ltcoae\rucU• 71Maoe Corpora\loa J,loo7 J,lool },lool J,ton J,5}1 3.559 3.577 },li02 J,J95 }.511 '·"' },5119 

,.,. CHAit Aa.la1e\n.\1oa 7,072 7,202 6,.,, 6.952 6,112 6.~ 5.762 7.226 7.229 7.192 7.05} 6,n• 

Ia. O...rt' Loaa Corporaltoa 11,56' 11,7}1 19,0}0 19,o66 19,)72 19.511 19,116 19,191 20,072 20,071 19,911 19,951 

Pt6e:ral BoulJtc ~ah\.n.Uoa 
2,)95 ~.519 2,701 2,122 2,,... ),()95 ),2}0 J , lo}7 ),560 ),611 J.776 },Ill , 

h-1\o Wom ~ • ..,..,!oa 5.707 6,0)} 6,01& 6,2}5 6,1op 6.729 7 .050 7,1o71o 1,0)9 9.}17 9.766 9,11oo 

Jvlov.! tual. "'Ju-t .&dai.DiotraUoa 6,-.6 6,99} 7.}51 7.&9o 7.171o 6,276 6 ,)79 6,1o80 6 ,5111 6,57J 6,61o6 6.517 

t ttll - no .. ..,...1 .. "'·'" ..... ., 115.~ "'·1112 lo7,051 115.~n 115 ... loi,UO ..,,0}6 so.,o6 ,0.117 ,0,5}0 

fotll P.._l Cl.U --
lMlllllUc ...... u.. .,.,.. ...... ' 
1Mopo4oat lota\lhMoah .... o.- ... ,71 
PMoral ...... l" 671o.997 68o,5116 611o,9ll 709.977 ne,1u 11r.ne rn. 1" 7JO,l21 100,171o 100,079 115.7" 
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lleetill& - '!o o btaill twlda to conUDUe the Worb Proere•• 
Ad•'nlatraUon until July bt, by tranafer froa other 
~nc!ea, rather tb.t\n 'b)' ulrtft& for & D .. appropriation. 

Present-
'l'he Secretaey 

Daniel :S.ll 

Io7le '1', .Al veraon 

.lubre7 1r1lliaaa 
Corrin&ton Gill 

Oeor p llau 
Sidne7 'l'ickton 
JidDa Lonigan 

In the followiQg report agenciea are aentioned 1n ordAr 
of the aaount of Uae shen to dbcuaion of thea. 

7ebruary 5, 1936 
at tho boCie of the Secret&r)' 
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!he conclua1on of t~ Met1Dg _. lltr. CUll ' • atat-t tbe.t 
the Work• Procne• A4a1n1atrat1on would nee4 oD17 $250,000,000 to 
operata until J'Dl¥ let, prprt4t4 all other a,ganc1ea UD4ar the 
Worka Prograa pro't'ide4 t~ abare of emplo;pment 1n the apr1Dg 110nthe 
that they han apoee4 to pro't'icla. 

fhe 'IP.&. would ue4 ,JOO,OOO,OOO it the other agenciea 4o aot 
illcreue el!plo)'Milt ill the apr1Dg, 

!hie total a•-• a cra4ual decline in the total aiiOUDt pro­
v14e4, tro11 ~ril on, begilln1Df; 1D the south and &Qillg north. 

:lstimated eaplo711eDt an4 npendituree are aa tollohl 

'IP.&. 'IP.l 
J!plOYJI!Rt Jm.tpd.ituf!a 

J'ebl'Ual')' J , OOO,OOO • 195,000,000 
llarch 3,100,000 201,000,000 
.lprU 2,800,000 162,000,000 
lfa7 2,60o,OOO 16~,000,000 
.June 2, lioo,OOO 156,000, 000 

• • • • • • • 
'IP.l n:peD41turu 1D Jezma:ry were $188,000,000. 

!he eett..te ot $J09,000,000 p't'en by Mr. llopkiDa, wu bue4 
on the eetim.te of aplo)'Milt abo'fe, with the leaaer of the two 
utta.atea of aplo)'Milt to be prorldecl b7 other Wodts Procru 
a,gcciee 1D t~ 8priJIC. It rlri11all7 acr-e• with lltr. G1.U 1a aeooll4 
eetlaate. 

• • • • • • • 
Mr. Gill atated that $25(>, 000,000 would aot pro't'14a tull 

a.plo)'Milt , be011118e raurna ha4 to be Ht up •gatnd proJeoh WbeD 
work wall UDd.ertaku. S. aa14 that that pre'fente4 awitchiac of flm4a 
to .alta the 1108\ of .ou7 a....uahle. 

Mr. llell poiDtecl out that proJ.Ch •era be1Dg fi.Diahecl all 
the tiM, an4 a4,jutMDta could be ..U 1A ae\tlAc \111 - projeoh • 
.&.leo flm4a were eo•t1•e a....uahle u a Foll'plu fro• projec\a, 
where the)' ooat leea thaD aa ant1c1pate4, or where tbe)' .. re cloae4 
don beOC18e of need tor labor tor other Worll:a Procraa a,genciea. 
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1.1118 Lon1pn Mnt1oned that •ch reeene .. t up .,.Uet a 
project waa a reeerTe of ..plo1W8nt, ae well ae of funds. It ..ant 
that 10 a.1Ch eaplo)JIMn t wae lJrovided during a ginn nuaber of the 
coming 110ntha. '11tbout th1e reaene, projectl ~d be undertelcen 
witbout reaanee (a• in CU.) and then U would IHll nece1..:17 
awl.donly to find 11441t1onal tunda to co11p!ete th• or enn to 
liquidate thea. '11th 165,000 projecte it ebould be poeeible to 
-.noeaTer reeer'f8a 10 that project. would te-rllinate at TIU71ng 
datee. 

J.lr, Gill ea1d they would ban to plan to l1qa.idate e1x ...a 
or aore ahead, if they were to 11qa.1date on July let. Otherwiee, 
if liquidation betan ae of JUly let , they would baTe to operate 
nn average of a1x weeki beyond that date. 

• • • • • • • 
!he Secretary 1&1d be underatood WPA could run with pr .. ent 

t:mda 1UI t u Wa:r 11 t. 

llr. Gill stated that the WPA ~d be "up •p1net the ~· 
by Jebruar,y 28th. !bey were at their lWt now in 11x Stetea. 

In fiTe Statee and Vew York City, new funds for project• would 
run out about April lit, The anrage for the country would be 
~pr11 7th. I t was not clear whether thia .-nt freo funds for 
Q!' project. , or all projeote, including ell!llO)'IMnt oonred by 
Naenea. 

WPA eett.ated that they hac!. obligated about $6oo,ooo,ooo, of 
-.bich $JOO,OOO,OOO bac!. been actnally epct. (!he othar $JOO,OOO,OOO 
ia reeer...ea to proTide for contiDuance of pre1ent projectal) 

llr. Gill eati•ted that be bad about $350,000, 000 unescuabeNCl. 
llr. Bell'• eetiate of their un•awabeNCl balance '1'61 eo...m&t 
higher. 

!he Secretary pointed ollt that WPA still bac!. $100,000,000 left 
in tba IIIC which they hac!. not yet clralnl out. 

• • • • • • • 
!he reet of the cl.bculioa coacel'llec!. ponibUiUn of obtaWnc 

fundi for WPA by trueter tro• other ngenci ... 

!here wae no dilcunion of the pollibility of rec!.ncing 'IJ'A 
eeU•tel of fundi aeeded. 
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!be dhau.aaion of WP.A. tw>da wu not wboll;r clear, bv.t apparant1;r 
the account wu aa follon1 

total .A.llot .. nta 

Spent• 

Ob118ated• 

17nobl1pted• 

M11110DI 

$ 1,162 

labrv.ar;r 
account 

M1111qnf 

100 - 111'0 

llequaat 
for new 
tw>d 
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llr • .Uveraon stated that theee 1\mde nre entirel;r colllllitted. 

llr. Oill said. that very little waa committed.. 

llr, .Uveraon pointed out that the question turned. on whether 
the Preeid.ent , in bia ord.er that ell work mu.t be under contract by 
December 15th, meant literall;r that all contracts aust be let 
by that date, or whether he took the realistic teat of whether the 
work waa roally under way. !uilding contracts were let separately 
!or delDOlition , digging !oundatione, buU4in8 and decorating the 
interior were frequently let soaewbat later than contracts tor 
foundations, but that pretiU:IIl.bly the tirat set of contracts were a 
co=-itMnt for the whole undertelcinc. 

lb-. 0111 then enid that C1ftDY o! these bouain& projects were in 
the courta on injunction proceed.i~ , and indicated. that lDOne;r tor 
projacta againat which injunction• bad bean entered. was available 
tor btt~ed.iate transfer . 

Kr, 111lliams mentioned that there would. be atron& popW.a.r 
objection if AD¥ more houaing projects were rescinded. now. 

The Secretary mentioned ll.r . Icke ' a atater:~ent to the Preaid.ent, 
that 95 percent o! the houein& prosram 1111a under contract. !be 
Secretary said. that that atate:~~ent ehould. be contradicted onl;r with 
evidence. 

Puerto 1190 leconatructlon *1•lp1ttrat1on 

Mr • .Uveraon stated. that the Pl!BA bad been given $1:<>, 000, 000. 
At the llyde Parle cont.,rence $15,000,000 bad been r escinded, but 
Dr. Oruantn& had. gone pereoD&l.l;r to the Preaident and bad bad 
$10,000, 000 reato~ 

lliu Lonigan atated that ahe bad t;one to Puerto Rico in the 
IUI!IIler of 19}4 on an official committee to atud,y the plan under which 
the PRBA baa since etar ted operating. That committee bad found. that 
the plan and t;rpe of administrat ion proposed. were very aimilar to 
the work of t he Resettlement Adminietration (except for the latter'• 
land. uee p rogrea) . I n add.i tion, the l)ropoeed plan would have to 
meot very aerioue poli~ic&l d.if!icultiea. 'l'heae d.i!! iculti ea had 
&lread;r rhen within and without the Pl!BA, and both on the leland 
and in Con«re•• · !he oppoeition to the "Plan on the leland ia ver;r 
bitter , !he opponents are at proeent taking their protaeta to Co~••· 
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ur. •illiama &lao mentioned that there waa internal diaaenaion 
1n connection with the program. 

Uiaa Loni&an atated that t he PRRA really bed $50, 000,000 with 
which to work, Ur • .Al veraon questioned whether the amount waa 
ao high.• 

llro .AlYeraon atated that e. blll had been introduced into Co~eaa 
Gthorl:ing the e2;pnd1turea of tbeae 1'W1d.a onr a flYe year period, 
becauae 1t would not be poaaible to apend t hu within the allotted 
tillle. 

-rote.l allocations (warranta) to Puerto Rico from Works Program 
f'unda , totalled $49, 752,007.30, according to the repor t of the 
Secretary included in the President ' • report to Co~eaa on the 
I::Dergency lie lief J.ppropriation J.ct of 1935 - January 9, 1936 (p. 29) . 

PUerto Rico - President Allocations 
(Report of the Presidant --- p.l42) 

.Agriculture - J'oreat Service 
Interior - Puerto Rico Reconstruction 

J.d.miniatration 
J.d.miniatratiYe 
:rorea tation 
Grants to States, etc. 
Houaing 
Rural Rehabilitation 
•ork Relief ProJects 

Labor - lloplo;yment Serrtce 
Treasury - Ada!niatratiYe IXpenaea 
I::Dergene,r ConaerYation • ork 
Jmployeea Co~anae.tion Commission 
:Federal Bmersenoy Relief J.d.miniatration 

J.dain1atrat1ve %xpenaea 
Granta to States, etc. 

Pllblic • orka Adainiatration - Housing 

$ 7. 532. 00 

81G. s3(). 41 
9~ ,l4o. oo 

4, 11.19,Eoo. oo 
2, 200,000. 00 

26,612,44o. oo 
306. JIIO. 00 
24,000. 00 

195. 514. 89 
s6o,ooo.oo 

3() , 000. 00 

580, 000. 00 
12, 201, 210. 00 

775· 000· 00 

!he larpat ite• other than the Pl!li.L, the *12, 781, 000 for 
relief, ia &lao actuallT bei.al; edlainiatered b7 the PllliA.. 
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B!eettleoent Adm1p1etrAtion 

Wr. ~ell quoted t he following tigurea: 

.Uloeated 
Oblipted 
Spent 

.A.dainiatration 
Relief 
Rural rehabilitation 

$ 184, 779. 000 
44, 5(>0, 000 
27, 876, 000 
10 , 700,000 

3. 700,000 
13,01..J ,OOO 

Wr. Bell stat ed that it would be iapoeaible to r Resettlement 
to spend e.ll its tunda by Jun.e 30th. llr. Tu&well baA info rued 
the President that. it t he President Approved, he , llr. Tugwell, 
preferred to spend the aoney more slowly, through December 31, 1936, 
provided he could be aura of obtaining troll t he next mroronriatlon 
the 110ney he releaaed before J\117 lat. - - -

Wr. Bell eatiloated that l!eaettle:~ent could spend at moat 
$100,000,000, it spending !lattened out at t he rate of $11,000, 000 
a month tor t he reat of the tiaee.l year. That would lean 
$84,000,000 to be taken back. 

• • • • • • • 
llost ot thoae preaent assumed that f'unde could be transf erred 

t roa Beeettle~ent projecta to the general fund. 

It 'If&& suueated IIODe)' be tranaterred froa BeaettlClent 
houail!t: prograu, le:LTing to Resettlement t he chance of gettin« tunda 
tor next :year. 

Wr. Bell said that no one ahould • • permitted to fll &hec!.4 w1 t h 
any program thnt obligated the fPTerii!Wnt to apend 110ney, unleu the 
Preaid~nt bad the money. 

The Secretar,r said that i t wee not fair to reaaaign tunde, and 
let BeaettleJD&nt think the;y were filing to get the f'unda back later. 
fhey ought to !mow where they atood. It building was fll10£ to atop , 
it ought to be stopped at the foundation. 

Wr • .Uveraon pointed out that the tp't'ernllent was undar DO 

obligation to COZIIplete contracts. It need only reiaburae the contract­
holder tor ~ea. It no work bed 'been begun there would probably 

be no cla!Do6ea. 
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Wr. William. atated that there would be atrong obJection• !roo 
t he loCAl communitiea to stopping work on aome of the bouains 
developmenta. Mr. Alvereon aaid there were two o~inione in tho local 
comcunitiea, and trequentl7 the opnoaition wna stronger than the 
~roval. 

• • • • • • • 
Wr. Bell a tated that Reeettlo:::oont ~ent five m1111ona tor rural 

rel ief in 7ebruary. At that rate hie total of $28, 000,000 tor relief 
would aoon bo eXhausted. 

Mr. lfilli""c aaid that FERl - IIP.A. had not yet turned over all 
rural families to Ur. Tugwell , but they planned to clooe all rural 
caeea on ~ch lat. 

Comt>erco 

'1'he principal pro j ect 1n Co=orco waa $9, 881, 000 tor t he cenllll.8 
ot businoea. 

Wr. Alverson mentioned tho atrone feeling in t he Depart .. nt of 
Commerce and within tho CenBWI Bureeu, th&t the project wna 110t 
worth &DTthing. Tho Bureau had obtained good countere in eomo cit1ee 
but in other• they had not been able to obtain qualified people. 

lliae Lonipn aaked why it would not be bettor to licit t he 
study, make an edequate analysis 1n tboae oitiea and town a where they 
he4 good countere and let the rest go. She centioned that theae 
Yecy laree atudiee trequantl.y got out of line beC&Wie they proY8d 

11D:::oeMg.>&ble with t ho lllpOniliOn a-ilable, 

Mr. Gill enid that edeJU&te help waa 110w aT&ilablo tor counters, 
and that it wae quite i~oaiiblo to make n cenaus that waa leaa 
than complete; it wao impoaeiblo to cbooee aa.plo nroae and con­
centrate on thes. loliaa Lanigan Uated that tho largo a tudioe were 
often nenr properly anal~ed, and prodv.ced ouly a large quantity 
ot 3X5 carda. 

In obtaining counters, lolr. Gill ... 1d t her e were nn excepUoM 
!roa r elief r equireaonh (except the ten percent exe~~pt1on) in citlaa 
ot over 250, 000. !here wae a 20 percent eX~~~ption 1n ci tiea or 
150,000 - 25(), 000; JO percent 1n citiea of 100 - 15(>, 000, aD4 35 
percent below that 
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'el>'l'u .rv 5, 1936 . 72 
A group met in the or •tee o~· the Jecrct 'lry or the ..,re!):JUry 

et 9 : ~0 .1.: . to discuss b~dt"et Lt'lir-c& l>y lending e(encies . 

T~'se pre~ent were: 

Henry ~or~enthau , ~r . Jeoreta y or the Treasury , 

..:dll'ord '1 . Bt..rtelt , .. scountnnt , .. ccounts & Deposits , 

Ch'lrles H. e'ulle.va y , :,1\miniatr t 1ve .. ss1s t ant , Bureau of aJd6e1; , 

.1m. u. McReynolds , .\dmintdtr~ tive .. ssts tant to the Jecret ory , 

c .v. Opper , ~sistant Ceneral Counsel , 

HPrbert E . Cas ton , ~ssist'lnt to t he 3ecret e-y , 

~esley L1ndor , Research Ass1stunt , 

F.enry c . L~rphy, Research and : t a t 1s t1cs ~ss ts tant , 

C.B. Upham , Assi stant to the :ecrat 'lry. 

Mr . Upham reed the minutes or t he meeting or the Int erdepartmental 

Lo·m Committee with t he President yeaterday . 

Ur . Mor genthau su~ested th1t the inrormqtion w~toh the ¥resident 

w nts ~ 1ven t o the Bur eau of the Budget by lending agencies not tater 

th•n ridey n ight be got t en f r om those agenci es if necessary but that 

we do oe much or it ourselves as we c an. 

~ . Mortentheu asked~ . Bartelt whut t he cost per year ror 

the next 9 years of the bonus ' ould be ~nd ~ . Bartelt r eplied that 

the Treasur y figu re is ~138 million. 

There ts so~r.e dirt'erence or opinion as to how the est imate 

should be t'igured , the Veter a ns Adm1n1str . tion having 8 t'igure or 

~152 million , but s ince i t is o Treasury job it seems reasonable 

to a ccept the Tre&sury figure . 

Mr . rullawey reported tha t Wr . McFarland or the Gene ral 
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~ocountlng orrtce was here yesterday and that 'n Mr. PUllaway•a 

opini on ~r. ~crarlsnd will reconsend to Comptroller General ~oCarl 

tha t he reverae hi~ decision with respect to the necessity ror 

tmmedlst c appropriation ror the 0507 million pa~~b1e to the lite 

i nsurance fUnd and rule that an immediate appropriation is 

neces sary. 

Ur . ~orgenthau said that he would hold a meeting tonight on 

the ~4 ,800 ,000,000 rund . 
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Jil• , Morgenthau said that 1n negotiating with the lendl~ ~genciea 

d~rinr the next couple or d~ys that the Tres oury work thrOugh the 

Buresc~ or t he &ldeet as much as poaoibla . 
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February 5 , 19~6 

Again con!errtng with the Secretary today on the AAA 
program and methods ot financing i t were Secretary Wallace , 
Chester Davis, Stanley Reed, Ur. Haas, Ur. Turney, Ur. Savoy, 
or. Ezekiel, Ur. Oliphant, Ur. Wideman and llr. Heller. 

cr. Uorgenthau invited one o! t he lawy~rs to speak. 

Stanley Reed opened the discussion by asking, 1 Wbat shall 
we talk about first, the message or the acts? It seems to me 
we will have difficulty in getting very tar on policy matters. 
on the drafting ot the billa , it' s Juet a question o! going 
over and over and meeting every contingency as i t comes up ." 
HM, Jr . asked him if he wanted to start the ball rolling and 
Ur. Reed replied, "I would not know what to say, except as 
tar as the message is concerned." Ur. Savoy thought 1t 
should be tied in to what the President has said heretofore. 
•we want to get what you have on that, Ur. Uorgenthau, • be 
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said, 1 You bad, the other day , what t he President said about 
last August.• Ur. Oliphant explained as follows: 1 The thing 
bo said in his September summary ot the budget is what Ur. Savoy 
means .• Ur. Reed added, 'Plus what was said the other day. 
It looks to me like we ought to tie in what is said now with 
what has been said before , to show continuity of thought on 
the tax bill . " 

Secretary Wallace asked if there was a draft available 
of what had been agreed on in the main, "And are we far 
enough along on a possible draft so that it would be safe 
tor the Pr esident to send this up? 1 Ur. Reed thought that 
would be possible in t-he next day or two. Secretary J.lorgen­
thau inquired i! anybody had t he message written out. at all 
and Ur. Weidman sa1d , •yes ; I have.• To which ur . Savoy 
replied , ""' have not seen that, • so Ur. Reed read the draft 
prepared by Justioe . (Copy attached ; see EXhibit I.) He 
added after reading the last paragraph, • we cleared the last 
paragraph with Agricult ure.• 

Continuing, ur. Reed said, "I did not understand t hat, 
except in relation to the whol e problem or f l oor stock taxes, 
which is a oepatate thing i n and o! itself. I don't know 
whether any of us have reached a conclusion on that. I 
have not . I t i s still a muddle to us.• Ur. Savoy expreseed 
t he opln1on that it goes further than t he floor s~ock tax 
problem; i t goes t o the exporters .• 

Ur. Reed agree , but said, "But I thought the moral obliga­
tion of the b i ll t hat is now. pending up in Congr ess took oare 
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ot ~Aat. You remember, Herman (Ur. Oliphant), you and I 
~alked abou~ it and I tal~ed to ~vin J ones .• Ur. Heller 
explained that it does not take cere ot any instances where 
the tax was paid where the goode were bought ; in other words , 
the taxea tor which were impounded. 

Acc~rding to Or. Ezekiel, "There is a good reason why 
this should accompany the 1 windtall1 legisla~ion. It you 
take back retroactively all ot the tax they should have paid, 
without at the same time putting them on notice that you are 
prepared to allow refunds for the stocks they still hold ln 
hiUld,you will have all the trades disorganized . 11 

Ur. Reed said, "I think it is a big problem -- the whole 
floor tax question - - but I though~ we had ~aken care of ex-
tra refunds by the •moral obli gation• bill.• Dr. Ezekiel 
repli ed, 1 0nly in so f ar as taxes have been paid. Since 
t his will amount to some sums of money not paid in as taxes, 
we thought it had better appear in here.• Chester Davis 
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was of ~he opinion that •It will have a lot to do with the 
acceptance of this plan as far as the processors are concerned. 
They did not pay the tax and they are not enti~led to a charitable 
refund, but now it is brought back by another tax, but it leaves 
them where they cannot get a tax refund on export business they 
have done ." 

Or. Ezekiel added bhe following: "There is one other 
caJor point . On the bottom ot page 1, you refer to $180,000,000 
impounded . There is also a la. ge sum not paid . They had a 
180- day extension on sugar, so they are not paid.• · 

Chester Davis said, "I made two or t hree suggestions to 
~. Savoy t his morning and that was one of them.• Ur. Savoy 
said , "At the top of page 2 , after the word 1paid 1 , it was sug­
ges~ed we say 'actually paid or accrued'. Then, in lieu of 
the word · ~onsumers 1 it was suggested we use the word ' distri­
butor' because consumers might be a little confusing with the 
ulti mate customer or consumer. And t hen where we speak of 
war profits tax , which taxed at very high rates, we suggested 
we say 'net. incooe' so it would not look like gross. Do you 
want. to bring up, Ur. Secre~ary, your other feature?• Secre­
tary Wallace replied, 'If we can get. in something about the 
billion dollar thing without bringing up the legal question.• 
l.!r . Oliphant inquired what tha t was and Secretary \Valls.ce 
answered, •on bow far we can go towards closing t he possibility 
ot the bill i on-dollar steal. ' Ur. Oliphant said, 'I think 
that i s a separa~e problem th~t will have to be dealt with 
separately . We have soce indications now tha t under the 

Regraded Unclassified 



pre£ent set-up we might have two mill i on a~pli~ations and 
under the Statute, as it stands, we would have to make up 
records in those 2 , 000 , 000 cases· and that is a physical 
impossibility and I think, as Section 21 was drafted at t he 
t1:ne, safeguarding the Constitution , we are not worryi ng 
.b~ut the eons titutionality of AAA. That bao been set tled. 

And I think we had better t hink, in drafting S~otion 21-A -­
pretty radical -- simply wi pe it out and then provide special ly 
tor special oases of h~dehip. Otherwise , it is an i mpos­
sible s ituat ion. But I don 't think it ought to be opened 
up in connection wi th taxee . • Wallace r . pl1ed, "That should 
go forward very r apidly , it seems to me .• And Oliphant told 
him, •we are hard at work on that now.• 

ur . r.l~ remarked to Secretary Wallace , •t~. Secretary , 
you might m~e mehtion here that 21-D was left intact and is 
still law and requires ~urden of proof before people can re­
cover. 11 And Walla-ce sai d , "Yes ; that ought to be insured ." 
Continuing, Ur . Widaaan said, "You might put one sentence in 
taere that the Supreme Court refused to pass on Section 21- J 
in the rice cases , so 1t i s t he law and t hey are going to have 
a good deal of difficulty in recovering. I agree with Ur. 
Oliphant that. it will have to be amended to provide that 1t 
can be handled through the Courts to r elieve t he Commissi on. • 
!~' . Oliphant e.xpl a i ned, •r t hink in terms of t aking a~vay the 
riobt to Eue coopletely and ~leo i n legisla tive reli ef. • 
An~. r.ide• an repli~d , •we went th ough th~t at great length 
when Section 21- D was passed.• Ur . Oliphant said , "At that 
t ime you were worried about t he constitutionality of AAA, • and 
!4r. Reed explained, "We considered only recovery of taxes and 
considered that .AAA was unconstitutional at that t i me ." 
Oliphant i nqulred, "But don ' t you t hink it is a separate problem?• 
and ~. Reed agreed, saying, "That ' s right , but I would li~e 
to say t hat I had the burden of car·~ing the ball with respect 
to wuits on gold bonds , which seemed relatively s imple l ast 
year, and I ran i nto a perfect storm of di fficulty on the Hill 
and we only got it by the Senate Finance committee. We wer e 
8 to 8 when we went in and we f inally got one person over. 
! don ' t say 1t is i mpossi bl e in t h is s ituation, because pos­
sibly the a t titude has changed, but that looked like a very 
s imple t hing. The vote was Just nip and t uck that we would 
get through at ell and we had to g ive way on a lot of t hings 
to get UcAdoo •a vote. " 

Chester Davie had the following to say: "You may recall 

. . 
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that when we first discussed Section 21-D it was much more 
restrictive than the one finally adopted and we f ound it 
absolutely impossi b l e to get one support which approached 
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closi ng the door. They Just licked us. • To which llr. Oliphant 
said, •Let ' s bear in mind that the Senate was not confronted 
with the gaunt reality of 2 ,000,000 claims . We have now i n 
tne Board of Tax Appeals an aco~ulation of about 10,000 
oases and now we are talking about 2 , 000,000 claims .• Wallace 
asked , •could you d i ctate possi b ly three sentences that would 
go into this for public consumpti on7 1 Oli phant : eplied, "All 
t hat could be said i s that the matter iS the subject of further 
s tudy and 'I will submit it in a later mes sage'." 

Savoy stated, "The thought we bad was t hat i n the interest 
of having no new expenditures without revenues being provi ded 
and to avo i d further recommendation for new taxes , there should 
be continued safeguardi ng of the billi on dollars and, if poe­
Bible, a narrowing of the door to permi t recovery so that i f 
the economi c burden has been susta i ned they get the tax under 
existing law. Otherwise , every eff ort must be made to retain 
t hat money and poi nt out to the Congress , thus tying it in with 
our whole idea here in thi s message that it woul d be distaste­
ful to the President , but he p~obably would be required in t he 
interest of a good Budget to r ecommend further taxes if t hey 
open o:- close t he door t o collections or the billion dollars." 

Ur. Wideman was of the following opini on: 1 That ia some­
t hing tor the Supreme Court to decide, whet her the burden i s 
proper on the prooea~ors . The only sugsestion as to the amend­
ment of Section 21- D that I have heard is to eliminate the 
practical diffi cult y t hat Ur . Oli phant speaks or, or handli ng 
2 ,000,000 claims, and the only idea on t hat i s to scatter it 
am)ng t he different Courts .• Mr. Reed wanted to know, "Why 
say there a re 2,000, 000 cases?" Ur. Savoy stated, in ex­
planati on, "There are 1,990, 000 floor s tock returns, and t he 
processing tax r eturns r an between 45,000 and 50,000 monthlY 
ret urns . There will be at least 1, 200, 000 claims.• Ezekiel 
ea1d , •rr you t wn t ha t into t he Courts instead of t he In­
ternal Revenue , you defeat your purpose because Congress 
would be ouch less inclined to think of it on an economic 
ba~is.• Ur. Wideman replied, 1W~ s ay that it is impossible 
fr-~· the Commie s1oner to handle it and we don 1 t think we can 
aboli sh suit entirely, so t he onlY thing to do is to scatter 
1t among the courts. • Oliphant facetiously remarked, •we can 
go out into Uaryland a nd establish a city.• 

Wallace stat.ed to L!r. Oliphant "You would do a much 
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better Job than t he courts could do . 
can 't unders t and the equity involved 
con~ern it with econooio e .uit y .• 

The ordinary Judge 
and the law does not 

"Eve~y one of those claims i s a potential claim before 
the Board of Tax Appeals , • Ur . Oliphant told the group . I t 
is overburdened now with 10,000 cases . And you get one 
commissi one r ot Internal Revenue with 2 , 000, 000 cases and 
it ' s a legal proceeding i n itself each one ot those claims.• 
Savoy inquired of Ur . Oliphant , as follows : "Isn ' t it true 
that it ~ou did not require the Commissioner to make a record 
end he d i sallowed, we will say , 1,00.0 , 000 claims, t.hat prob­
ably three fourths ot them would not sue i n t he Court?• To 
w~ich Ur. Oliphant replied, 1 I don ' t know. Lawyer s are 
pret ty hard up for business now.• Wallace sai d , •uaybe it 
would be well, because of difference of opini on -- maybe we 
had better not say anythins about it in t hi s message .• And 
Oliphant agreed, saying, "I think it shoul d be separate . • 

When ur. Oli phant asked it there was any broad question 
of policy that shoul d be brought up, Ur. Reed said, •Only one 
the question of whet her we shoul d expand the tax on attorney&' 
fees - - the tax which will r esult "in limitation of attorneys ' 
fees and to other attorneys ' tees tor Government clai ms . 
T'.aat 1 s been a matter , if not secondary , then almost, s ince 
the first income t.ax was. passed. 1 Ur . Oli phant told Ur. Reed 
that tha t was a subJect he would discuss with him afterwards 
in connection with Senator Norris. And Secretary Uorgentheu 
remarked, 1 You a e talking about my pet bill. As long a s 
you don ' t include congressmen and senators , as we did last 
year, you might get the bill through. We made t hat mi stake 
last year and t hat ki lled the bill .• 

Walles asked, "Didn 't the President outline a second 
section that you don 't have included here?• ur . Oliphant 
explained, 1 That ' s on the first page. That a teohnical 
description ot t ne t hing that we worked out,• and upon ex­
amining t he first page Secretary Wallace said, 1 0h~ yes!• 

Secretary Uorgenthau told the group, "Jus t before you 
gentlemen came in, Ucintyr e called and said he had ue down 
tor 2: 30 today and to let him know.• Seor~tary wallace 
asked, •You mean on broad questions ot policy?• and Secre­
tary Uor genthau replied, 1 I mean on the message.• Wallace 
said, 1 It seems to me the message is O.K.,• and IDJ,Jr. said, 
•seems good. enough. •. Reed remarked, "It g ives the idea. It 
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still needs considerable r efinement.• When Secretary 
uorsenthau inquired, 1 I don't see why we sb?uld miss the 
appointment , do youP, Secr etary Wallace replied, 1No. 
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What is he asks t he question abou~ t be legi slation outline 
tor legisla tion backing tbls upl What will you say? 1 

Ol1pllant 1·eplied, •on tax leglB lat1on we have a draft of 
all except the windfall t hing ." t.lr . Wideman explained tbat 
~. Turney wanted a little more time on that . Wallace 
inquir ed, "You are along tar enough so this will not cause 
you any embarrassment;if the President sent thi s ro~vard 
tomorrow it would not cause you any embarrassment?• Ur. 
Savoy stated i mmediately , "In my mi nd , I think 21-A and 21-D 
sh~uld be taken care of in connection with processing taxes, 
to give the boys a clear picture or how t hey stand, or the 
position of the Treasury and Jus tice - - whether the tax on 
sugar is bei ng continued, because if you consider the tax 
on eugar .. as invalid th_en we handle it one way in tbls bill, 
but if you consider i t is still valid, we t hink you should 
handle it another way in th~~ Act and I wondered if we could 
clear tbat up.• Ur. Oliphant explained tha t that awaits 
information from the Department or Justice . Ur. Savoy 
inquired, "On whether the tax on sugar 18 8till in effect? 
That affects my draft.• t.lr. Wideman stated, "I am not 
prepared on that , but it seems we could get a meeting or 
minds on 21- D right now . The only thing to strengt hen it 
is to out oft all right. " · 

ur. Oliphant inquired if t here were any other question 
ot policy and Ur . Reed closed t he meeting by stattr~, •we 
nave plenty or difficulties on sugar , floor stock situat~on, 
etc ., and let's adJourn to Oliphant's office. • 
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February 5, l.Q;5& 

ThiS message on how to rnis~ money ror the agricultural 
program should not go up until the agrioultural bill paeeee 
congress. 

Today the President switched and wanted to consider onlY 
taxes tor the agricultural program and did not want even to 
discuss how to raise money tor the bonus. 

Wallace ~sked him about selling cotton and how much they 
could sell, and the President repeated two or three times, 
•Henry, tbDough JulY, August, september, October and up to 
the 5th or November I want cotton to sell at 12 cents. I do 
not care how you do it. That is your problem. It can't 
go below 12 cents, • and he said, •Is that clear7 1 The un­
f ortunate thing about the President's position is t hat right 
now ws are losing sales every day on cotton because the trade 
wi shes certain particular grades which they cannot get be­
cause they are eo tied up with red tape and leans th.at the 
Government cannot sell it. That ie why apot cotton sells 
at a considerable premium over tuturea. The trade will, 
t beretore, go to other markets tor their cotton and every 
day we are losing our markets. The President is very stub­
born on th1B point and, I think, very abort-sighted. 

• 
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THE D~ARTJENT OF JUSTICE BROUGHT THIS T010DAY ' !.!Eii:TIIIG. 
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HAAS BROUGH~ or:.:.1s TO T:iE ,,..F~DIG . 

1. Jb:p-.4il>&r .. tor \he .l.cr1oaJ.\val UJ'uta•t Aal••htreUoa 
for the thoal 7.-r 1936 -.rec~tte4 _..11 lllllloaa 117 JUUZ7 JO, 
ProeeniJIC \az reoelph tor the fieoal .,_ to th&t dah accrec~th4 
$64 lllllloae. ~ell h beiJIC &liked to IIPJ!roprlate 1111 e44l tloaal 
$296 llllltoae t o oarT7 ov.t uaflllttlled oootrute. It ell of the 
latter ~roprtattoo h qpllld.ed 1a the thoel 7Mr 19}6, the accr~ 
~te .uA apladitut"ee, leu pMceealDf tax recetpte, will _,..t to 
$6}9 lllllloaa t or the thoel 7ear 19}b. !l!le hd&et eatl.aatee tor the 
fhoel 7AI' 1936 prort4ed tor AU ap•4ltvu ot $621 lllllloaa 11114 
eatl.aate4 prooeaalac tax receipts at t529 all1looa. Heaoe, lo \he 
a'ba-e ot 111'batHuh \az reealph, eccrec~tte .uA ap.Ul>&rea t or 
the thoal 7MZ 1936 ta uceu ot prooeulac tu recelph will be 
$5117 111111oaa aore thaD -. !lro'ri4ed tor la the 1936 Ba4«et. 

2. .l porttoa ot u. .. e apladinree .., ac~l7 be 4eferred 
utll the fhoal 7MZ 1937: aa4 Ulllther portloa baa bee aa4 M!/1 be 
pat4 fr<a 't'&rloua epeotal tun4a an1labh to the Departact of Acrl­
cull>&re. It $150 lllllloae be el1cnred tor ncb 4efenach 11114 epeotal 
tuM a, the a44ed d.etl oit for the fhoal 71ar 19}6, other tbt oca 'oelac 
eqaal, wo1ll4 be $397 llllltoae. I~M· these fisuree rouchl7 la4loate 
that the 4ettolt tor the ftaoal 7e1t7~11 be aoae ~ a111toaa 
cr•ter, 117 rMaoa of the AU 4ne1opa•h, thu -• 1111t101pated. *• 
the l!uqet for the 7MZ we prepared. - UC41Pt t o the ut•t that \bh 
4et1ol t h :redaced. 117 e44l ttoaal reealptt tt-oa ,. .. or ol4 tuu, 
cellar ezp8114ll>&r .. , or reooYerl .. 011 aaeett, ta ucea• of the..,..., 
utbatee. 

}• It h llllllltel7 that QT ,. .. IIO"'"retroaotlYe taz .. that - 'ba 
-ted 411:r1ac \he a•t ao11th woul4 71e14 e11oqh 4urlac \be r..tlld.er 
of the GQJTeat thoal 7.-r f1lll7 to npp17 the 4ef1o1cCI7• It the 
prooentac tu .. were -oted at two•\hlr4a of the prmoua ratea, to 
take effeot lfa:rab 1, 19}6, U ta eetlated. that reoelph theratroa, 
u:ol1l8he of noor tax :reoetph, ~4 -wroxiaah $76 lllllloae 117 
Jue }0, 1936. I\ h .. tlaated. that 1t aa uo·o:aa profit. tax were 
l.apoeed. IIPOA th&t pari ot the proflh of prooenora 'llbteb we 4erhe4 
frc. \be noetph of taz rehKa attwr tile \azea ha4 ben paned oa to 
01'•-e:r~, u wCIIIl4 'be blpnlt•• to 4.pea4 wpoa .., alpifl-t :reoatph 
fr .. thh aovee 4vlac the fleoal 71ar 19}6 'o- of the proloaced 
llUpUoa that would. pro'oabl7 ••e• It .... be poaal'ole, howner, to 
flll llllell of the Cll' 117 .pM4'DC :reoonri" oa u•at• ponened 117 
co•ar••tal oorporattoaa llll4 ac-t•• ea4 'b7 ourtatliac qp8114ltvea. 
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1. AU apndi tv .. tor tho tiaoal 7Mr 19}7. 1UI4er tho ... 
. .. .,.... aow bolac ooaol4era4 b;r tho Ooacreu. aro oatt.ataol at f550 
a11lloaa. Bot._ ti50 a4 $100 1111Uoao a44Hloul-. 11e recru1ra4 
to aoe\ AU obllptloaa 4~erro4 tro. 1936• 

2 . If tho •Uro ooot ot tho a4,t<lata4 Hnioe oerUfloato ~­
act p1aa aa Moe4o4 'Ia at ..,ath lo to bo 4otraraot b;r oqul amro.a1 
appropr1at1:>aa 4or1ac tho ala.o tlacal :roaro lloelaaiac with 19}7. aa 
&IUIO&l appropriation of IIP:PI'Oxia&tol;r t21} ail Uoa.a will thoa 'ba 
roqu1ro4. !he BoAc•t f or 1937 proT14oo f16o allUoao. Aa a44U1oaal 
$12 a1111oa.a will 'bo ,aao .. aar;r for 11411lo1otratha o;q~oaou. lloa.oa, 
for tho tlocal :roar 1937, tho J!ona .t.ot haa 1noroaoe4 tho flaoal 
raquir•uh ot tho Gonraoat b;r $125 lllllloao aoro than wao proTld.aol 
for 1n tho Budcot. 

3· !llo a441Uollal tlul4a a.oo4o4 1a 1937 to ... t tho ... AU aad. 
'boa"U roqlllr•oah will thorotoro IIPJiro:n-to $750 aillloao. 

~. 17alooo tho t...,.,rar;r .....taotororo' ucloa ~· Wh1ch 0;11plro 
at tho c1oao ot tho tlocal :riar 1937 aro to bo axtoaolaol or aobotli'ato 
exoloo ta&oo t.apooaol, pro'l'loloa will lt.an t o 'bo •""'• b:r t ho pr .. oat 
Coacrou tor other oovooa ot rnoaao tor tho tioool :roar 1938· It 
al teratioao ta tho lac011o aad. •tate M& 1awo to proY1d.o oooll oo'botl i'ah 
rnen .. woro d.otarra4 -aaU1 tho JaDJJJJq 1937 oonloa of tho Coacra .. , 
ti lllpt pron d.ltfla.lt to aako tho ohaaco• app1;r to 1-o• roool•a4 
d.urlac tho oal..U.r ;roar 1936J aa4 'IUIJ.Ho t blo woro d.oao, tho tloool 
:rev 1938 wwld. looo 'bot•- 110 .a4 50 poreoat ot tho 'boaotlt of _. 
cbaa.coo. 

5· !llo o4Jllria•h oocr;ntaol 'below 1JI tho uhtlac 1- aad. 
.. tat. ta& 1••· lt aad.o II!IPlloalllo to tho oo1oa4ar :roar 1936 u4 thor .. 
attar, woall prod.aoo tho hd.l•ta4 •ooah ot rno=o dlarlD& tho tl~ 
:roar• 1937 ul 193111 

- I • ---=-..... -- -

• 
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Z.tiat.d Inaraaea 111 R-ue troa lndioet.d .ldjuat ta 
111 In...,.. ud letate T.ax Lawa 

(111 ailliana dollara) 

1. Alteration ot preaent apeoitio exemption 
of $40,000 allowed in computing oatate 
taxoa ao ae to retain thio oxomption 1D. 
full tor estates or $40,000 or leaa, to 
reduce it gradually for eotatee between 
t40, 000 and $80,000, 4ll1d eo aa to el11111-
nato it oomplotely for eetatee in 11xooac 
or ¥80, 000 

2, tlnee.med ino~ aurtax ot 10 percent appl:y­
in4 to all unearned inooa aa now defined 

S. Eliaination ot the preeent exept1on ot 
di rlch111da !'roa the noral Federal inoo,. 
tax 

4. Reatriot1on ot deduction ot pereonal 
exemptions an oredite tor depondonta to 
normal tax liability (d1aallow1ng those 
oxsptiona ond aredite in oomputint; IUr­
tax liability) 

5, 26 pM'cent tax an undi tr1but.d corporate 

~· 
Total eatiahd inoreaae 

~1.0 6S,l 

28S,2 ]/ 472,0 ]/ 

51.0 90. 0 

65.0 108.:5 

~75.0 7&0.0 

806.2 l,t?a.t 

fi'eanry i5ePU'EDNit, biTialon ot RoaMroh aDd s&tiStloe, Fobl'IW')' S, 10k 

]/ It tirat tlO,OOO ot e.ll inOOlllll bo oonddorod ee.med, yield 110uld be 
reduood to t206,1 ldll1ona in 19:57 &114 fMa,6 llilliona 1n 19a8. It, 
111 addi't101l, rate wre roduood to 8 percent, yield would te.ll to 
tlat.9 lll1111ona tn 1917 and t2Tt.9 million• in 1918. 

• !he eetiatea tor 19a8 -.Ice ao e.11-oe tor t• apeoted -ts-noe 
ot buaiaeaa reooTW)' atter it\8 oal.-,. ,ear 1918, aDd bmoe are 
prob&bl7 IIDdwetatu ote. 
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6. It h Htt.a.te4 that lf the proHnlac taxH w.re re m•G\e4 

et rate• equ1 \o \110-thlr«a lMH p:rmoulT la llffMt, oollMUoaa 
ue:retr- culd ~ro:o:bate $360 ldlllo .. la \be tt.-1 'fe&:r 19:57· 

7• lt \be Kgeate4 a4Jue'-•h wwe aa4e at 'hi• uuloa of \be 
Ooacren 1D the 1•-• all4 ••tau \a& 1 ... , all4 the lo ... , 'flel4lac 
anuc••h 'lllld.r Wo. 2 •era a4ophd (u• aoh 1/ oa pace 3), \be 
renltlD& renn.e• would IIPPI'OldaaU t690 alllloD8 1D the tlecal 'fea!' 
1937 aad $1,276 allllone in the fhoal :rear 19JS• !he I.Jiplle&tloD8 of 
thee• tlcur•• area 

(a} !he a44Hlonal fhoal requlr••h tor 1937 o.,_ 
eloae4 b'f the AU. aad boane dne1opa•h would be wpplled 
a18Qat cc.])1eh17 b'f the t~Q&&eihd a4Juaa•h ln Ule ln-• 
aa4 Htah \U 1 .... , 

(b) !he procenlD& tax•• at two-~b1r4s the predO'Ili 
ratn c01114 be _,e4 tor olll'f oae 7Mr - 1937; ea4 Ulelr 
proceed• tii!PlO'fed to aake 'aP •n u.- tb:r~rt.re of \be 
a44e4 $1100 ldlUoa 1936 btlolt rewltlD& fraa Ule .LU 
4eo1e1GDI 

(o) Wot onlT the procen1D& \Uee, bolt nrtnal.lT all 
Gf th e tcpora!"f .....taotv.rer•' exohe taxn could be allowed 
to ltlpn on .rune 30, 19371 

(d) :a-wwl•• oa aneta of conn.•tal oorporatloaa 
ud ac-te•, ae well .. ovu.ila•t• la the bQ4c•te4 oaUqs 
of then 11114 oUl.r 8p.-41BC 8CA01n, wald be P&11.ble for 
redwl1a& Ule alae of \be Jdeet deflolt for 1937 .. Htlaated 
la the PrHld•t'• 11G4&et lfueace of JumarT 3, 19361 

(1} bo•lph tr .. UfT en•" protlh or oUler \a& 
balped to uaon l.llpOV"ed or r.tu4e4 proHniac tax•• 
han 110t been laolu4e4 b the rnese aetlaatH tor 19371 11114 
aq •oil reoalph ~d lllt.-.1•• re4aoe the :J~Dacet deflolt 

tor that 'fe&:r; all4 

(f) If apeaial ~ tax•• ar• d-ad b•ti'Ple \o 

n-· part of U.• IICJ'loa.lftl'al procr• .ne:r 19:57· lt h ~ 
c••te4 that ou•ta.• oolleotlo•• ..., be earsefted for thl• 

pGrPOee. 
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Undue acciDIUlat1on ot <>orponto IUI'plueee 'M>Uld be d.ieooUr&ged 
if a tax ot 2& percent were Ulpo .. d. upon tht.t portion ot tho ett.tutory 
inoo""' of eorpor&tione , loaa ta:<eo paid , 111hl.oh 1e not distributed in 
d1-r1d0114e. Su<>h a tax, 1110reonr, 'M>Uld &id in ill;>l.....,ting the exi.t­
ing ta:<ee on larce 1ndb1d.\lt.l inCOMe, 'llhiah aJfJ:I now be aYOid.ed to the 
extent that eorpor&t1one reilzrut r ather than d1etr1buto their ... rninge . 

1. Corporation• 11b1oh peid out all ot their o&n>.inga in clbidenda 
would sutter no t.Cid.i tioll&l tax. 

z. Corporations 'llhl.oh desired to ilzr .. t now capital 1n tho bueinoaa 
could obtain thi1 ot.p1tt.l by ortorinr; r1S}Itl and eolling ad.d.i t1ont.l 
atook to their etookhold.ore , rather than by withholdinr; d1-ridend.e. Tho 
etookholdor ~ld. thereby be given t. choice 'IIIIich he dooe not now, in tho 
~onor&l1ty ot ot.1e1, poo••••· 

3. Pr0Yie1cn 'M>uld be De<>oea&ey to prnent a-ro1d&noe ot tb11 tax 
through tho dOYioe or deol&rtn& etook clirtd.OIIde. '1'bo atookholder ohould 
be giV"G t. real oho1oe bet-en rein-r .. ting hie aharo of the •t.rnJ.nc• in 
tho buainou and otherwieo inYoating or •pending it. 

4 . It 11 d1tt1oul t to oatilllt.te tho additional rncue tht.t ~ be 
obtained trom thie tax booauao diYidond pol1o1oe will theuelna be 
intluenoed by tho 1mpoe1t1on or the tax. That tho tax '11111 be produotin 
ot rnenuoe 11 olet.r trom tho taot tht.t tho "-tfoot of tho tax '11111 be 
both to inoret.eo the t.IIOIUlt of d1rtdendo eubjeot to ~eo ond. to 
inor ... ae tho etteot1-re tax on thooe corporations wbioh do not tully d1o­
tr1 buto et.rn1ng1. 

It 1o eatiated that oorpontiono earn.1n& net inocmo 
daring tho calendar yet.r 1936 ..Ul retain, after d1rtdend 
clisburo.....,ta, e&rninge aggre~ting t3,000 llilllona during 
tho year. A 25 pero...t tax on thil UIOunt 'M>uld equal 
$750 m1111ona . 
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ur. Alverson and ur. Bell me~ wi~h the Secretary a~ 
11 o'clock this morning. 

ur. Alverson handed the Secretary a tabulation ot 
amoun~s wnich he estima~es may be save& out ot allocation• 
trom t he 4 billion a appropriation. A copy is attached. 
The Secretary will take ~he original with h im to the White 
House tor the 2 o'clock eeting in the President's office. 
Bell also is working on a complete report ot the 4 billion 8 
appropriation, breaking it down to show how much has been 
spent and how much reoa1ns. 

Invited to the meeting at the White House this after-
noon are the following: 

Sec.·etary Uorgenthau 
Secretary Ickes 
Under-secretary Tugwell 
Acting Director ot the Budget 
Mr. tyle Alverson 
ur. Aubrey Williams 

Ur. Morgenthau suggested to Ucintyre that Corrington 
Gill also be invited, but Ucintyre replied that he did not 
want him present. His obJection was purelY a personal 
grudge against ~he man. 

!bile Alverson and Bell were present, HU,Jr. remarked: 
'I hope that those invited to the White House meeting this 
afternoon will cooperate with the President and if they 
don't, I think the Preeiden~ ought to let thea know that 
if they don't cooperate he will ask Buchanan's comoittee 
to do it.• The secretary said he d1d not expect the Pres­
ident will accomplish anything thie afternoon, but he ie 
satisfied as long as the President iS seriouslY considering 
going through with this plan to cut expenditures out ot tne 
4 b1ll1on a. 
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u. S. EIU'LOYEEI CamiSSIOll t. 10 
"'ua:fELL 

100 

PWA (LOans and Grant.a) 10 

PitA (Roue~) 10 ' 
INTERIOR (Reo~t1on) lQ " 

1880 

BAJ.AliC£ (UD&ppropr1ated out. ( 1tO 
ot the 4 billion 8) taeo 

u:ss ceo 70 

t310 
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February 6th 

I asked the~resident whether he had see~Rurja ' s 

survey which shovts that Landon would bent Roosevelt for President. 
Tbe President said he had not hut was acquainted with the facts . 
We talked about Pis publicity in regard to saving . He said "I 
11111st not talk too quickly or too much about saving , otherwi;e the 
impression will go out that I am afraid I nm l1cked". I told him 
that his opinion on this kind of publicity was better than anybody 
else's . He said, "For example, at my Press Conference Friday morn­
ing I am going to say very little about my Thursday afternoon meet­
ing on the 4 billion 8 because if I make the statement again Friday 
about saving , the people will get the idea that I have become 
frightened" . He convinced me that hi~ method of handling the 
publicity on this was right. 

However, he in no way showed that he changed his 
position from l ast ~unday afternoon. As a matter of fact in 
discussing the 4 billion 8 when I pointed out to him that it 
would be suicidal to go on the Hill and ask for more money hi s 
reply was, "I never had intended to do this" (I do not believe 
this is true but that is what he says now) . i pointed out to him 
that he had to transfer out of the 4 billion 8 obligated funds to 
the amount of 250 to 300 million dollars for Hopkins . Re said, 
"that i s too big. They will not need more than 200 million". Re 
may be right . Re said, "the thing is working out just the way I 
thought it would and that on July 1 we will have left 1 bill i on 
dollnrs out of the 4 billion 8" . I agreed with him. I showed 
him.that as of the 20th of January they had only spent l billion 
841 million dollars and that you just could not ask Congress for 
more money with this record of spending unless you wanted to 
subject yourself to the most thorough investigation. He agreed 
and again said, "I bad no intention of asking Congress for more 
money." This, of course, was my objective when I went to see him 
this morning . The whole thing is most encouraging. 

On the way out Mcintyre asked me what I thought of 
appointing Willingham as Administrator for the next six weeks 
(why six weeks I do not know) . Be asked me to talk it over with 
Miss Roche and nhone him. I am absolutely opposed to Willingham' s 
appointment. · 

I forgot t o mention in discussing the 4 bill i on 8 with 
the President that I wished to carefully examlne the 3 billion 3 
fund as I am sure tha t we could get some money out of that, both 
for relief and to return to the Treasury. I could not as~ tor any 
more c~operation than he showed this morning in trying t o cut 
expenses everywhere. 

I told h that Parker Gilbert had suggested Johnson 
or the Chemical for Under Secretary. I said, WI do not think he 
would do as Under Secretary but what would he think of him aa 
Director of he Budget•. He sa14 he knows Percy Johnson Yery 
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well liJ\d that it -s wortb'llh1le th1nld111 it oTer. 
take a =nn like Percy Johnson it woul be a &reat 
is big enough to talk to people like Jesse Jones, 

It he would 
stroke u he 
etc. 
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TME NATIONAL EMEIIOENCY COUNCIL 

W AaHIN OTON 

FebN&17 7, 11156. 

BoD. !leDry llorga.ntb&a, Jr., 
Tile SeCretAry ot tbe T1'81La1117, 
1'rea111117 BaUding, 
... hlngtoD, D. c. 

Dear llr. SeCretAry: 

Bere is a t ranscript ot tbe notes I 
IMide ot 7eaterd&y' a 118etlng. 1 bellen tbe7 a.re 
.... cmabl,y &eC\lr&te &nl! cleer, but lr &Ill' quee­
Ucaa occar to 7011, I aboul.d be glad to try to 
&llpllt)' t.ru.. 

I aa eend!Qg copy ot these notes to Jlr . 
Bell, bat to no one elee. 

Yoare very traly, 

111 
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!be Preeidut stated the neceult¥ or keepi..Qg x -bar OD 

the relief rolla atU Jul7 1, 19!56, aDd ea1d that be cannot aalt tor 

a ore aoDey this fiscal )'Ur tor that purpoae. Be stated that there 

trill be about $1,ooo,ooo,ooo ot the Eaergenoy Relief AppropriatioD 

112 

Act ot 1955 f'wld wuapetlded OD July 1, Dext, ud that aos t or such eua 

rlll be spent 1D the Dext tieoal year. Tbe PneideDt obser-red that we 

have too aaey at work DOW aDd that we should pretty sOOD out the rolls 

to three ailUOD people. Doi.Dg that, be said, 1lill lessen the cost 

tbrouell April, lay aDd Jane. Be added that at Hytle Park, 1D Sept•ber, 

tbe sitD&tioo could DOt be seen clearly bey<Di the tirat ot larch, 

that toc~a.T, lt'.P. A. is Dot speodJJii the a oDe;y, week b7 week, u taet as 

tbey thea believed they would V.ve to , aDd that be believed lt'. P.A. C&D 

run until about the first ot lay with tbe f'UDds they Dow have. Tbe 

Preeideot further said that w. P.A. can get by until July 1 , 19!56, with 

teoo,ooo,ooo. 
lr. WUllus dissented &lid UDdertoolt to expl.alD the requi.red pro­

cedure wbereb,-, 1D order to lceep proJects num!n;;: until July 1 , 19!56, 

they are nquired to •b&Dg up• enou,gb tUDds actuslly to cc.pl.ete eacb 

Job they start, whether tWsbed before or after Jul7 1 . llr. ll'llliue 

alao explaiDed that eatebllebed procedure ie 110t flexible enOUBb to 

enable thea rapidly t o lltt aODey fro~~ oDe Job to &Dother. 

'!'be President stil.ted that w.P.A. aboul.d apelld all or 1te aOD87 

b7 July 1. llr. Gill said thAt it c&A do ao it the procedure 1s ob&Jiied. 

!be Presldeot euggeated that E. R. A. tullds abould DOt be oblipted 

bey<Di July 1 , aDd disounioo euued betw- the Prealdct aDd leun. Bell, 
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1Q111e• e aDd G1l1 ee to llbetber it would be preoticeble to HG'J'&IIP 

ellooetioa. dur1Q1, ~ • .lprU or JleT, aDd thea allot (etrectiw ea 

of J"~ 1, 19)6) tude to be prcrt"1Ud b7 tbe - relief bUl, .. ._ 

1111 IIWlh bUl •• then e•otecl. 

'l'he Preai~Dt returned to the qu.eetioD, bow IIIIOh -liP)' 1e ~ 

b7 • . P .1. to carrr it to J"~ 1, 1200 ,ooo ,ooo or t:zso, 000 ,OClO! 1r. 

GUl eeid that the a1n11na liNd •• f2se>,ooo,ooo eDd that such eua 

would be eutticieDt onl,r it the other eaenciee .-plo7ed ell of the 

.. n the7 bew eeid the7 would apl.o)'. If the7 cU.d not do eo, eDd it 

•!llo7MDt b7 thea •• no cnater tbeD he eetaated, 1n li&ht ot put 

perforu.nce, that it would be, the -.4 .. for $310,000,000. '1'he 

Presi~Dt eaid tbet t:zso,ooo,ooo would baw to euttiott . 

!be Pre~Dt reiterated, w oe-.t eak for ~ -liP)' for 11M 

this tiecel ;rear, aDd eeid n auat ebelce don Public Worka, Re1111tU.. 

.. at aDd ell other eaenciee, to prort~ thie .-. 

113 

Dr. Tqwll eeked the Presideot 'llhether hie rural. rebebilitetioD 

cuee ebould be oouuted ae people at work on the pro81"Nl• '1'he Prea~ll't. 

replied that that qu.eation could not be ahortlJ' auwred, that - of 

8UCb people ahould be eo oouuted aDd eou eboul.4 not be. 'l'heoretioell7, 

be added, rural rebabilitetion cuee ebould be cot.ac don aDd don, 

but Dr. rup.ll etetecl that II\IOh .. not the oeee at thie tiM of the 

TMr• aDd added tbat ReeetU..ut could ctw lip tso,ooo,ooo it it .. 

not required to "bene llp0 80118)' 111 th wtdch to a.pleto ell proJeota. 

!be Pres14eDt then took lip tbe ebeeta llboll1lll the ell ocetioa, ... 

liptiou, apelldltvee aDd bale-• 1D the - of each ft&UIIT• .. 
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ll'tarted with the L1brv7 or eoacre .. , aDd thea took up JcrlCDl.ture. 

ID that coDDectioa be rererHd to the Bareau or PublJ.c Roada aDd 

aeked, cu we ~&t a~ or that 110a.tt llr. Bell euuested that tile 

Attornq GeDeral 1a eaid to baT& ruled apiut t.aldllg aW¥ a~ or 

114 

IUCb IIODeJ'o Dr, Tlapell 8\IU&Sted that tbe Soli Co-tJ.OD Sanioe 

will DOt apelld all or ita 110nq, aDd the PreaideDt said that t5,000,000, 

ebould be tak&D hoe Acriculture, reprdleu or the pi>lJ.c roade queetioa. 

Deoart.egt or 9 ?ret• The PreaideDt illqUired about tbe buaiDUI 

SUJ'T&7o llr, Gill eaid tbat wbereaa tbe eue wae slow 1D gett1111 ltarted 

aDd bad reoehed wider ~tiou tb&D unal., it •• a good project aDd 

probabl7 abould DOt be cut. llr • .UT&raoD euueated that 110re tb&D 

ueual. diffiCDl.tiel were beilll eDCOuDtered, aDd that 1D bia op1Dioa it 

•• quelltioD&ble wbatber uDder tbe circuaetucea eDCouutered tbe liUrft7 

would be wortb ita coat, 'lbe Presideat seid, there are three tbillfl• n 

ou do wltb tbiaa w C&D atop it altogetberJ w caD cut it don b7 re­

atrictiDC it to oartaia areaa, or we ou out it do'llll Ter7 auch by Ml<­

illl it a auplJ.JII operatioa. Be aalted .. , ara. 0111 aDd llYeraoD to -t 

witb Stuart Rice, aDd later witb Secretary Roper, &od br1DC back a 

rec.-eDdatioD to b1a ae to what ehould be doDe, !eDtet1T&l7, the 

PreeideDt &&14, be would put don t5,000,000 to be aued tbaretro.. 

Trrtez:tgr, Tbe hesideDt r...S NOh it. aDd the total .-,11pted 

t.aleDCe or tl.ol,ooo,ooo, aDd u1tec1 &bout the lll JaeriO&D CaDaL SeGra­

tar,. Iokea ateted that -could be cut thare, tb&t Coacre•• will tab 

care ot that project~. aDd that at leaat n.~.ooo could be takea 

on. u to J'lwrto 11oo, be eaid, tbe7 are DOt IOiDI to apelld the total 
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ot tu,ooo,ooo there th1a tiacal 7ear. '!'be President ll&id, 1t tile new 

bill ill autticieotl7 br.,..d n caa t&lte awq the part thAt woulcl not 

be spent before 1~ 1, with the idea tba.t the balance neoeasar,y to 

.ate the $!5,000,000 would be repaicl traa the new twlcl. Tbe President 

edded t hat we sbould keep 1D a1nd the ueceaaiq ot ba~ t.n th1a DH 

bt.ll language broad enough to reiaburae aaae ot these alloe&t10118 wht.cb 

we take this aprlag, but we IIUat not take aJITthlDg troa Puerto Rico 

Wlleaa we are aura or gett1Dg it back. 

115 

llr. Gill r&iaed the quat')' aa to the ••&nine ot the b1J.l. Jut paaaed 

wbereb7 all INIIII beretotore aade afti.lable to Puerto Rico aigbt be apent. 

UDtU lt40t Doea tb&t aeau tb:lt allocat10Cl8 alread7 aade could not be 

reac1Dded? 

11fclalaat100• Seoretat')' I ckes atated tbat we cau t&lte aaae ot tbat. 

aooe7 1t we know " are gol..ne to gat it back. llr. Bell atatecl that the 

bill pe~ would t&lte care ot next 7ear1 a coata, 8lld Jlr, Ickes ll&1cl 

that tlO,OOO,OOO or tlZ,ooo,ooo could be t&lten. INa Recl&aatt.oe on thia 

UDderatandtng. '!'be Preaidant put doom $12,000,000 a s the &a')Uilt to be 

Labor. The President said that Labor baa . aaked tor ts,ooo,ooo 110re 

to cart')' the upl07MJ1t ael'Tice OYer the laat t our a011tha ot the tilcal 

7ear, at the r&ta ot 1760,000 per ao~~th, &Del that be thought litU• 1t 

e.eytb1Dg could be eaved on Labor's stat1at1oal proJect tor 19M,OOO. 

!!!Z• Jlr, Gill etatecl that 110 sa~ could be aade there becauaa 

KaYT work 1a &a good relief ,.ork as 1t clone b7 W.P • .l. 

fn!WI• '!'be Preeideut read. the itea ot •clalnfatr&til'e expenaea , 

tsa,ooo,ooo &Del ll&1cl that e!Dce we are goi.ng to reduce .-plo)'He, ~ 

110t reduce ..,.!nSst.r&tift apeeee. Ia obeer'red that tile ~t. lae 
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expeDded OlllJ' coe-tOIIJ"tb ot ita al1ot.eDt, al.tbuQgb the yaar 1a 110,... 

than bal.t gone , aod said that we should take tlO,OOO,OOO tra. this 

tuod . llr. Bell 11aid tbo.t be eatia:lted tbo.t to be the •xi- &aOimt 

tbo.t aigbt be lett unspe:tt at .JUly 1. llr. 0111 stated tbo.t other 

rr.aaur:r projects wen~ good work reUet projects. 

!!!:• The President stated tbo.t the work ot this departaent waa 

116 

low cost and good work relief except tor rivers and harbors. llr. Alwrsan 

reported tbo.t it appeared that &t the present r&te ot progress the !11-

llineera would have unobligated $5,000,000 ot its rivers and harbors 

aoney at Jul.J 1 , next, and the Prea1dent said this work could be slowed 

up soaewbat eo as to saw $10,000,000. 

4dvisoq Cn-'ttee op lllotaenta. The President instructed that 

the $24,000 reaaainlJ18 should be taken back. 

Alley Dwelli!lf:So The President said nothing i s to be taken troa 

this allotaent. 

Civil S!rrice Coaaiaeion. This allot.ent, ot which 1!09,000 was 

still oobligated, wee to pay tor examh,.at10D8 or applicants to !l.C.1f. 

11r. Bell obsernd that the Co-isaion was slow 1n getting started &lid 

the President instructed hia to find out whether all of this a oney would 

be needed tor expenditures by July 1. 

!IMrxency Coyern.tico Work . The Prea1dent said t'-.t the first 

three it.ae ot 1aDd acquieitico and •da1ntetr&t1Ye expense wen~ all 

right. .u to c. c. c., llr. Bell expla1ned that there ia a reaern ot 

171,000,000 eupposedlT necessary to carry thea through to April 1 . Tbe 

questico was raised, whether, 1t the new appropri&tioo becaae naUable 

co .lprU 1, the IICIW7 preaentl¥ allotted to c.c.c. would not C&rr'T 1t 
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untll April 1 without the additiOG&l allot.nt or $71,000,000 aDd 

the President asked llr. Bell to check up on this, stating that on the 

basis or the present expenditures we llliebt get back &11 or this 

tTl, 000, 000. 

lppl07!!J' C9S!!npt1on C..._t s aion• llr. a.ll stated t.b&t this 

!lind would not require before Ju.l7 1 $10,000,000 ot the $28, 000, 000 

allotted, and the President directed that $10, 000,000 should be token 

troa it. 
000 

F. E. R. A. The $22. 90djre..aint.ng unoblJ.&ated bare as grants to 

states i s what is lett of the old, orJ.&inal allocations tor rellet. 

Tbe President auggeated that all of this be rescinded because, be stated, 

it can readily be put back. 

General Accoqnting Office. The President i nquired whether the un-

• 
obligated balance or $4,:194,000, re111Ain1ng out or the $6,000,000 first 

giYen, would be all expended b)' Ju.l7 1. llr. Ball catbatad t.b&t per­

haps $1,000, 000 lligbt be lett and the President noted such ~t to be 

rescinded. 

l!ational. Eurunc:c CouncU. The President inquired of llr. llYereon 

lhether we would hav~ $250, 000 lett unexpended at Ju.l7 1 troa the unob­

ligated belance or $787,000. llr. llvereon responded that the aaount 

would not exceed $100,000 to $150,000, end the Preaident noted a r.-

ductiO!l ot $1!0,000. 

latj.onal. Rt10U1'08! Co.aittu• Tbe Preeideot indicated tb&t $84,000 

could be taken here . 

117 
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Msop IDdytriet M•1nietrat1on· Jothlll& aere , 

P. ! • .t.. Boue1gg , Secretary Ickes said that contracts bad ~u let 

tor t01Wdat1oa work or i te equi ftl.ent in the caoe ot all approved pro­

jects, and that all 8111111 allotted were necaeear;y to tinbb these pro­

jects. The Prea1dant indicated that no reduction should ~ aade. 

p.w • .t.. Loans aad grants . llr. Bell' s ticures sbmred $182,700, 000 

re:raai.ned unobligated. Secretary Ickes thought that ttgure was •uch 

too bigb, The Preeident stated that until thaee figures are checked 

up, no aore subeti tution projects should ~ put through, and that ha 

would note a a&v1J18 nt an unstated &IIOWlt, ~ that we should ea" 

all reec1eeiOIUI tra. now oo. 

l!!eettle•ent. The tleures show $140,000, 000 unobligated balAnce. 

Or. Tugwell said $).08,000,000 will go t o taraera ~fore July 1, leavi.Dg 

$!54, 000,000, which ha atated will have to ~ spent tor Rural Reeettle­

.. nt. Thill 110ney 1a not obligated beeauae that work is done b7 force 

account. llr. Bell asked 1t he would epeDd about $40,000,000 ~tw­

now and July 1 . Or . Tugwell respnaded tMt he IIIISt have an addltiOD&l 

allot118Dt ot 187, 500, 000 or he will have unfinished projects and no 

•oney tor thall. Secretary lloganthau suggested that the President llight 

taka $60, 000, 000 to ITI,OOO,OOO, and Or. Tupall inquired, OD what con-

d1t1CGII1 'l'he l-raddant eaid, Or. Tugwell baa two probl_, the tirat nt 

these is rehab111tat.l oo and the second 1e c.._,.,1t7 groups ot houal.ac• 

Secretary llol'llanthau ~ad 1t theN are not wo k1Dda ot such houel.ac 

and Or. Tugwell replied t here were, and ea1d that the rural ~CJM'ml ties 

are not c011pl eta. Beoretar;y llorganthau aeked bow .uch i t would take 
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to co-plate 1.bea and Dr. Tagwell t"epl!ed tta , ooo, ooo. Be turtber add 

be bas allotted tal, OOO, OOO tor suburban CNMP1"1t 1es ot which ba will 

epelld $16, 000, 000 b)' Jul)' 1 . The Pree1dct aaked it be correo~ ~m­

deratood tM.t Dr. Tllpell would need $48, 000,000 to t Wah tbe NNl. 

c-•n1t1ee, but that ba would need Ollly $10, 000, 000 to be apent between 

now and the tlrat ot JD17. Why not, ba aaked, gi•e Dr. 1'1J&Well, ea;r, 

$18, 000, 000 now tor tba rural co~t1ee and take tba ~nillg 

t so, ooo, ooo out ot tba new bi ll? Dr. Tugwell replied that we 111&8t 

•bang up• tro. preaent tunda enough t o t Wsb tba present proj eote. 

The President 1aqu1red should we not 887 t o Reaettle1181!.t , ao ahead unt11 

we !mow where tba new bill puts UIIJ and that we hope on these rurU 

eettluents we Cllll II&Ye $30, 000, 000 aDd P87 1t back when we get the 

new b111. Be added, ;you have got a potential eaving there ot $30,ooo,ooo, 

ld Oil the suburban eettlements we can get back about $12, 000, 000 to 

$15, 000, 000. As t o the 1ndividual loana to tamera, Dr. Tllpell aa1d 

no cuts should be u.de and the President qreed. 

Dr. Tllpell then brought up tba t67 , 500, 000 figure again aDd a 

d1scuaa1on followed as t o whether or not tba $t2,000, 000 to f'S, OOO, OOO 

potential eavinc ooaes .fro. tullds alreudy allotted, or should be -•ured 
against those tullda pl us t ba 167, 500,000 which Dr. Tllpell olaS•ed bad 

beaD p~si!Cl to bia. !be President lletenecl and t1nall7 aa1d that Dr. 

!apell and llr. Bell should get together OD that. 

The t ollowiDi 1a a cop;r ot -randua which tba Preddent .ada at 

th1a point 111 l q balld1 
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Jiriculture ••• •••••••••••••. • • $1,000,000 

eo..erce •••• ••••• • • •••• • •• • •• • 5,000,000 

Interior • • . . . . . . . . . . . . . . . • . . . . 12,000,000 

Justice 25,000 

Tr.asury 115. 000 I 000 

liar 10,000,000 

Advisory Committee on 
.Ulotaenta. 24,000 

c.c.c. 70, 000,000 

!:aployees' COII])e1ls&tion 
Cooniaaion 10,000,000 

P. E. R. A. 2&, 000,000 

McCarl 1,000,000 

National Eaergency Council 150,000 

Matiooal Resources Coon1ttee 8i,OQQ 

Rex ( ?) 

P.W.A. (?) 

$U9,2815,000 

+1,000,000 

25,000.0?!) 

$215,000,000 

120 

.t.t the end of the conference Secreta-ry Ickea suggested tilt 

pose1b111ty ot leg1elat1on, tbrOQ8h the good offices ot Senator R&Jden, 

wb.reby to release ro&d a ooey tb&t would not be spent this ye&r, ao4 

the President aeked llr • .Uni'IIOD to report b&clt to hla on tilt op1D1on 

ot tbe .t.ttonw7 General 1A thh regard. Be tben aaid tbat 1t t.be 

.t.ttorDeT Oeoere.l 1s op1D1oa wu adYarae be would ttiepboDe s-tor 

to arruce t or approprl.ate le&hlat1ca. 
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:reb :rue ry e , U361. 31 

A Sl'CNP aet. ill RoCIII 184, TreUilry Bu1141ns, at. 11:00 A.M. 

to 4lacuaa a ZUIIIoralldWR to be prepared tor the Yiblte House Oil 

landing agency act1 Vi the. 

Those preaellt. were: 

RelllT l4orgentbau, Jr. Secretary or the Treasury, 

T.J. Coolidge , Under Secretary or the Treasury, 

D,W. Bell , Acting Director or t he Budget, 

C,V, Opper, A8e1atant General Counael, 

B,l , Bartelt, Ohler Accountant, Accounts & Deposits, 

R, C, Patterson, Investigator, Bureau or the Budget, 

\, . Lindow, Bureau or Reaaa.rcb &:. Stat1at1ca, 

B,C, llurpby , Bureau of Reaaarob &:. Statlatica, 

C,B, Upb8111 , Aaalatant to the Secretary . 

The n.rloua m111oranda which bad bean prepared on eao.b or the 

lending agencies and containing suggestions tor cancellation or booS 

autbo~tiona, etc. were reviewed and discussed. 

They ware all turlle.l over to Mr. Bell ror the purpose ot 

consolidation into a aborter docUIIIant tor preaentatlcn to the 

President t his afternoon. 

Attached are copies or the various memoranda end those later 

prepared by Mr . Bell tor submission t o the White Rouse. 
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1. a-It for OooperoUno.- 'l!lh orpa1MUoa boo a 

oapUal .t llM,ooo,ooo, all _. llr ~· 17aUe4 stat .. ~ 

.-at. Qa DM.a.r :u, 11111, U lae4 ooahhJ14lSC loaaa 

-uac to teo,ooo,ooo. Otlaor oooo\o bol4 llJ t hh orpaJ­

UOil nro Ocwo.-at ooour1Uoo -..uac to t!IB,OOO,ooo, 0114 

Fe4oral J&nl liar ..... CorporaUoll lloodo _,.,tlac to ~,000,000 , 

or • wtal ot 181,000,000, n Ia -....•••• tbot \llo oopUal llo 

re41l .. 4 to ttt~,ooo,ooo, \baa •rtac 101,000,000 t o ~. TrM•rr• 

Ill re41l0111C \Ilia oopUal U WOI&l.4 llo ••••MrJ w ooll 011 tllo 

arko\ - t:Jt \llo Ocwo.._..t 11114 Je4ora1 ran~ llor\pea Corpon­

U oll ooov1Uoo, 'Blo proo ... o ot \bh oolo • 01&.14 •- 1oto tile 

Tre.-r, u • rooo1pt, u4 tllorollf ro4a.oo \lao 4ot1oU llJ tlaot 

--·· 
101,000,000 

1. P1'041loUoa Cro41 t CorporaUo11o.-- 'lllo oopUal ot 

\booo orpa1MUODo 1o tuo,ooo,ooo, al l ot wll1ob 1o oae4 

llf tbo Om•~••• 'l!looo oorporoUooo lion porollooe4 otool< 

111 pro4aot1oa oro41t oooollat1oao t o tllo ozt oat or tf?,ooo,ooo, 

loll'f1 .. _.:1,000,000 ot 1u oopltal tatoot. ot tbh _. 

120,000,000 1• 111Yooto4 1a Je4orol Jlll'll llortpeo CerporaUoa 

lloo4o, tn,ooo,ooo sa Lu4 !IUk ..._.., 0114 ta,ooo,ooo so Oo­

·~~~t ooourHioo. It 1o oaaoote4 that \bo oopUal bo re4aoe4 

to 1100,000,000, tbao ••111c fiO,OOO,ooo. 'Blo oolo ot t1ao -

oar1Uoo bold llJ \llooo CorponUollo woal4 bon \llo - ott oot 

011 tbo llu4cot u tllo oalo ttl \llo oooarlUoo bol4 br tlao 11u1< 

to r CooperoUYoo. 
10,000,000 

a. SlaboorlpUoa to O.pUol Stool< ot re4orol Luol llaaD.­

'Daoro 1e a re• oh 1ac taA4 oo tbo llool<o ot \llo Trea...rr or1c1aallr 

_,..,.uoc to tliD,ooo,ooo, n1c laoo booa 111notM 1o oapltol 

otool< ot t h O YIIZ'101l0 Je40ral LoD4 a-Jto, fto ln proT14oo \bot 

~ ot tile alloonpUo11o t o \bo oapltol otool< ot Je4orol Laa4 

Boal<o llf aaUoaal tom lou ••-l•Uooo ODd llJ 11141T14ao1 llol'l'OW­

or o obol l bo appl1e4 t o t1ao rour-t ot t b h Oon.-at-ono4 

upltol atool<. Proooe4o t...,. tllh rour-t oro 4opoolto4 1a 

\be roYolT1ac tDa4 u4 oro oftllolllo tor rolDYoo-•t 111 ~ 

Baal< otoell llpoll tllo approTal ot \llo CIOftnor ot \llo rutt Cre4U 

.&4aJD1ot roUOIIo 'U tbo pra.hloa oroottac \bo NYOlTliiC t'uAt 

oo•l4 bo ropoolo4 tbo rwpa:r-t ot oopUal otool< w01Ll4 bo oonl'­

e4 1ot o \llo Treo...rr •• a a1ooo1laa0oao rooo1pt. 'Blh wott1.4 lD­

oroooo ooar roooipu 0114 400roooo .,., 4otlolt. n lo ootl. .. to4 

\bot • 'Pprozl .. tolr 11,1100,000 will bo 4opoo1to4 1a \llo tno...rr 

41lr1oc \llo ..-inter ot t ll o ourreat flood roar, ... opprozt..tolr 

1£,600,000 41&1'1DC \bo t1oool r- 19117. 1,1100,000 
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.. o J'odonl aan .. a ud .Loa Ill-• CorporaUca baa a 

capltal. of tlOO,OOO,OOO 1A•oato4 1A aa. o.a.ra• Loea Corpor.Uoa 

boD4a. J\ baa 1.-u.a .. 1A toroo ot a\lout ~~&t,ooo,ooo. 

u 1a oucceato4 tbat • aWd7 11o •do <11 tlloM - arpalaauoaa 

to oao tlbothor or ·~ u.. rodoral. aanaco _. Loa Ill-~ 

ratloa cu 'bo aoaaoU4aW wltll tho J'o4oraJ. DopoaU IaAsw• eorpo­

ratlOil •1~ a poaal'blo ro4a&Uoa 1A t~al oapUal otr.oQ&ft ot 

~,000,000, \ho Uqat&oUoa ot tlbloll could llo la \llo Ooft-t'o 
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contrlwUcc to .-o J'o4onl Dopoolt lllau~o Corporutoa oopl\al. teo,ooo,ooo 

·~~~~~~~;!~~~;;:=; a.c&oat nrtallwat ot 
I ..,..ra1 oooouat oo that 

rocolpto ~ b-t1t Troaaurr &.114 ro4~a~~o lllldpt roqulr-at o. .Uoo 

aua••t tbat .... ot tho otroacor bwklac taatttauo ..... -n•oo4 

t o ••• 1t tb • protorrad at oak oorao4 bJ tile OcPr-•• 1a auell 1aot1-

tut1oaa .... ot 'bo ro\0.., 

Ill ~bar wo~, oo tar ao po•tblo _.. , ... a8ocaotr..ouoa 

flA&aoo Corporattoa a Uqul4attac ac-07• tt t bh to dooo " -.;, 

taor ooM our recolpto "Y .oro tbaa $100,000,000. 100,000,000 

J'o4aral Bouala~letftUOilo•• j,ppralaal. tcu QOW abe~ 

b1 \llo J'o4oftl aou o :&Wabtratloo are 4opooUo4 la •• altoaal 

llortpeo !llauNDa I'IIU aJ.oac wlUI lAoi&I'Uoo ~-. u4 ianot .. 

1a OoYoraawt -nuoo. 'Ill- tooo abould llo oo.oro« bto tllo 

Tr .. aurr u a ataoellaa-a reoolpt ud tbaro)J &44 ad4.1U~: 

recolpta to tllo lllldpt. It 1o .. u .. to4 tbat ...., rooolpto will 

-.wa\ to ap~m.-tal7 tl,aoo,ooo 1a tbo ttooal ,..ar ltM u4 

$2,000,000 ln tbo flood ,..ar 1919. 1,300,000 

CoUoa Tl M <sUoao ••• '1'o tbo oxtaat \hat tbo s.oro~•I'J t:/1 

.&«rlouUare 1e able to &hpoao ot Ulo oouoa bold 1a tba oottoa 

pool \bo llll4&ot oltaaUOil will 'bo bwatt\M;. Ill o\bor wor4o,lf bo 

..... poNHta4 to Mll apat-oottoa ot MI,OOO 'boloa at , M7 110 

por bale, 1t wol&l.4 rotU'D t o tllo Tr••I'J approm.-t.U tM,OOO,OOO. •,ooo,ooo 

Regraded Unclassified 



J 

134 
rano Cndit .ld.a.1!1iatrat1on 

.L. Reoo!!D' ,r H••te !Jid Btductton 1p l!pen41turt• 

1 . Capital. •tock ot "n!s• tor Cooptrat1••• · 

On Dec~r Sl, liSI, the Uait.e4 Stat .. Ooveni.Milt 0WIIe4 t l U all.. 
llcea or the oapital atock or the banD tor cooperaUne. On the -
elate, CNtetenA!el l oana O! tbeae banD UO\IIlt.e4 to $6() ailliCDa, bft&t­
IMI>te 1D Oo~t ud Oo"•"-t.-;!worWl~ MCIIJ'iUaa ...-. 1D ucaaa 
ot 181 Jdlllcea, !bare wou.l4 Hea to be no reuOD wilT tbe Oovenll:*lt ; 
iDfta-nt in the co. pi tal atock or til .. • banD -'>ould not be reduced b;y 
abOilt tiO to t 75 ailliona, eepeci~ aiDce the banD bne a f'llrther 
aource or lou tiAn4a thrOUib re4iacowot inl elJ.cible paper w1 th the h4ar.U. 
1Dtel'Md1ate c redit ballka, aod the c...tral bank N:/ iaaue collateral t.rwot 
debeoturea a1ailar to tboee alree4;y 1 .. ue4 b;y the Peciar.U. inte.....siate 
cred1t banka. ..... ".' • . ~k·•· - ·· .• 1-· 
2 , CWW atock ot ProductiCID Credit Cor eoratiw. 

keh prodlactiCID cre41t corporatlOD 1a .,.tboriM<i b;y laa to in.,..t 
with otbera 1D the Cla .. .l atock ot eacb proctllctioa cred1t uaoci aUoo in 
ita 41atr1ct an -..-t approz:iaatelT equal to 20 percant or the actual or 
expected 'follliM or loana outetendinl. Cn Dec•ber Sl, 19SI, the oove........,t 
otmec1 t uo ailliona or the capital atock or production credit corporationa, 
11hicb, in turA, ba4 inftat.e4 about $77 aillicea 1D the Clue .l atock or 
uaociaUCDa, 11hicb laa.,.. a aar11D or about $45 ailli011.1 . It wOilld appear 
that the Oovel"II.Unt in'f&ataant in the a tock ot the corporatioee cOilld be 
re4uce4, eepecial.lT it the corporatiCIDa, in t urD, recl.v.ced their iD'fN~t 
in uaociaUCID atock. l'llrtber ·~would be ucea....,- to clet.araiM 11hat 
re4uctlCDa could be aa.cle without iapairinl the poaaibillt;y or r auCD&bla 
axp&nalCID 1D the a;yataa. 

Durin& the tirat .. ,_ &.CIIItba ot the tiacal ;yur li56, the Pan Credit 
!4•'ohtrat1CID apMt t l,SS2,.000 l aaa tor •dmlnletratin expenae than W 
been eetl.Aated tor the .. IOCiltba 1D the bud&et. It ai&ht be advia&bl e to 
reduce the eetiaete tor adainietrati'f& erpanae for t.be tiacal ;year 19156 b;y 
at laaat a portion or tb1a &aOWlt. 

(, Btsapatntcti op !1 p•pc:t Corporation lotAf w f!derM ltpd bMM. 
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!'in&nea Corporetioo lo&M to appl.J' e&ainat tb .. a portioo of ~nta 

r eeein d troa tbe Tr&eaUT)· tor p6.id-1n aurplua, Thia would ba poaaibla 

only to tba extant that aucb paylUil~ are not. M8dad tor operatina 

expatu~ee and oaw loane, 

5, Subacr1pt1ops t o Capit el Stock of l!der$1 l•pd bepkp, 
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Tba l aw providaa that 25 percent of aubaer ip1Jooa to the eapit&l 

stock of Federal land b&Dka by national farm l oan u eociatiooa IIDd by 

Individual borrowers tball be applied to the retirement of Oovarm>ent­

owned eapltt.l a toek. The proceeds troc the ratire::.ent. of t.h1a atocl< era 

avtilable tor r einvestment in land bank atoek upon the approTAl of the 

Governor of the l'nno Credit Adn.1niatrat1on. Accord.J.n& to budaet uti- 'l 

matea, re1nveat.cant15 in cepit&! a tock wlll u OUDt to $5,862, SS5 1D the 

fJ.aeti ycor 19S6 and $2 , 625,000 1D tha fiaehl year 1957. It would -• 

edvuabla to coneieer the poa&ibil1ty of deferring or cUseontiDuing 

l'urtber re invastunta in Fader& land baalt capital atock, -.Ad of coverin& 

the proceed a trOll the retirement of the a toek into the Trel\aury • • e 

miaeelb.neoua r eceipt , Tbie procedure, however , ..._,. involft the nec••-

aity of laci elatloo. U thia policy were uda affective u of Februa'7 l, 

1956 , the procMds of retirement& of OoverDJt&D~ s tock would prov1de 

the Trellllury with $1 , 500, 000 in the re...,ining aont.ba of the fiacnl year 

1956, and rlth $2, 625, 000 in the f iac8.l. year l9S7, 

6 . Paid-ip !U[plua ot Fedfr #lJ. ltM 'hfplsr • 

The law a4tn that no ~Jit ca tba priJicipal of .ortcec•• can be 

required by the Faderltl. land bllDka dur1ng the fiv&-Jtlar period 8lldiDC 

Jul.¥ U , 1958, wbere borrowera are not 1D dat .. ll.lt rltb reepect t o other 

covana~~ta of their coz,taecu. SUbacriptlcaa to paid-ill aurplu by the 

Treuury conatituta A reillburaeCII&nt to the baDka for the aaOUJit of aucb 

dete .... nta . Theae subacriptiCIIUI are eati&atad ill the bud&•t at over $17 

all.liona ill the l u t blll.f of Ule tlacal year 1956 and $U e SJ! fone 1D the 

fJ.ac&J. year 1957, ••k'ns e totu of alaoet 1~9 aillioa.a. In view of the 

illproveMnt. ill qricu.ltural eODditicaa ill the laat year, it .. - rauoa.­

able that aore borra.ere eboulci ba able to -t c:urr.ot ~nta, aDd 

tbet the Cllllount or aubacriptiona to paid-ill eurplu MT ftll be l e .. tb.&n 

hu been eatwted l.n the 'budeet. LWtatioa.a of avu.Uabla dnta, bow.ver , 

preclude the ••king of AliT raviaed eatiaatea. 

7. P01eiblt diyidep4e op i.p!ltt=pt. 1p gepiW 1t.psk pt 1e4era1 hrw 

Mort,cy• Corporst i ee. 

i tboroucb •x••lnatiun of the coaplicatad fin&Dcea of the Federal 

lara llortcac• Corporation u:t diacloaa t.he po .. i bUitt of ~ta, U (11 0 

not on account of retir ... nt of capital inv.at..nt, at la&et of •~ 

&JIIlual r e turn ill the natura ot div14ands reault~ troa interest accru-o 

inc on l oana in exce .. of illtereat ~" on honda and abtobtratift 

expeuea . 

'• 
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II. a.l.!ue oC Upqeougarz .Approprtattms 

.U ot Decn'ber Sl, l iSS , uoobl4ated balances .U. crop aod produc­
t ion lo.A accou.ota were u tollon& 

Crop aod productiA:ID loau, lil!S-6 
Crop &ad productiaa loana, li54-S 
LoaM .U. &trickeD a&ric\lltural areaa , liM-5 
B»arcency crop loana, liS2-S 

Total 

• 19,81,, 115 
19,878,0U 

6,18l, 59i 
25, 650 ,806 

• 70. §8i. MQ 

Tbe utisatec! oblleat.ioaa ot th.aae tuD4a tor tha reMinder ot tAe tiacal 
year 19$6 aAd all or tba tiacal yanr 1987 baY& been dec!ueted .u. detar­
al.n l.oC tba abon a:ounta. It wou.lcl aau claa!rable to re1atuOa tbaae 
unobll&atec! balancu .U. orclar to torutall aclclitloaal 1a&l.alet1cc which 
a1&ht reappropriate theaa au.e. 

l o allowaocaa ban bean ...Sa .U. clatenai.DJ.n& the toracoJ.n& tS&urea 
tor receipt. .U.to tbaaa accounts hetore June so, 1957 br001£ht about by 
tha rapayt~ent or 1o&Da. 1ccordl.oe to tl.gurea .u. the budget, tbe aat1-
:antecl uount ot ouch rece1pta .U. the lut belt ot the tiacal year 1i68 
an4 the t1acal year 1987 w1ll a&lll'•cata .U. axcaao ot t 24 ID1ll10G&. 1a 
thaea rapa,yaenta are raceiY&cl , equal uounta cao be re1e aaecl tr011 tba 
raapact!Ya appropr1at1one, It ahould he noted that the unobllcatad bal-
611Ce .U. the 1952-8 • •rcancy crop lot.n accoW>t 1a under coaa.l.deraticc 
by llr. Bell tor trt.DIIfar to the Treuury, a11bjact to cOD&ent or the 
RacocatrllctiOD 71Aanca Corporatlcc, Wlleaa it 1a to he II&Cie anllabla 
Cor the purcbaae or capital atock oC the propoeecl Foraat Corporatian Dow 
under conaldaratian for Lac1aletiYW action. 

Ill , lel eaH ot 1ppropr~at.U1 Ltc•lh 1nilable 
Bu.t QO\ Ll,kal,y to boo Uaecl 

Tbe RacODatNctl<m 71Aance Corporotian ia autborbacl aAd cl1raote4 
to aaka anllabla, Ubtll ~ lS, 1957, 1100 aWiona tor tha purpose ot 
uld.liC lO&na to Joint atoek 1....S 'b&Dka . In Yin ot the tact that col)' 
a Yary au.ll pol'tlon or tb1a appropr1atiaa bu enr bean ~~&eel GAel that 
eatiutaa .U. the budc•t indicate that no 1ot.DII are expected to be ...W 
hetora the axpiratiOD data, it would &Ma claa1r&b1a to raaoinc:l allbataa­
t1allr all or tb1a appropriation. 1a or Dece11her Sl , uas, tbe unobli­
c~tad balAnce waa in axe••• ot t99 ailliona. 
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I. InA!'" gt y•t.e eat' "ftdMStlp 1a •'M9'!'tmee 

!Ucal7ear 
19~ 19&7 

Reduct.1011 1A oap1t&l atock or bmka tor 
cooper•ti,.. tTs,ooo,ooo 

S•winc in a4ain1atrathe expena .. , firat 
aenn aaotba, r1acal ,. ..... 19M 1 ,:562,000 

ftetireMDta or 00'f'el'DMOt.-OIIDid Capital a toclt 
or Federal laD4 bulla 1 ,500,000 • 2, 826, 000 

Reducti011 in capital atoot ot product1011 credit 
corporct10111 

(&.aowlt UD1n•••tecl in proctuet1011 credit ua~ 
cuti0111 •• ot Dec. &l, 19&5, t411 alll1ou) 

Re~t or PeclaroJ. lU>d benlt loa~~ to RecCIDitruc­
tiao Finuoa Corporat1011 

Reduct1oa in lllbacr1pt1ou to paid-in aurplua ot 
Federal lud bmka 

Poaaible d1rl4...S. 011 in.,..t.Mnt 1A capital a toclt 
ot Pedar&l rar. •ortcoc• Carpon.t1.., 

u. Bt4Mstioy 1p Approprittlw 

Crop OJid product10A lOUII ( ,.,.obllcatecl balance 12/!1/!55 
(rapaymenta before 8/!0/87 

LO&Da to joint atock lU>d bulka 

til. JtedMe$.1• k BorroriM PO!K of 
l!4trtl lam llartf¥' Cgrportticp 

lot .. tl..u.ta4 

llot eatiutecl 

l ot eatleated 

• 70, !584,980 
24,000,000 

99,000,000 

812,000,000 
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RECtiVEO 

F< e ... ;;;s 

BUREAu lit I ht bii;;~£1 

hllr'I!N7 •• 1936 

..... l>. W. Wl. 
£A\Uc Direo\or of \M ._..,. of U.. ..,...,, 

·~. II. C. 
ICr 4-.r Ill'. ..111. 

hllow1Jic U.. net\ of npreeuuu ... of JOV oftlco oa ,.-....,. 5, 
we ll&w ron-4 \M ..arlou tllaole of \U ran Cro4U .U..I.aleU.Uoa 
n\al u.o n .. of MpUf7lac cnar e\a\-a\ \o .-.. raca1'41~~~t uo'tllp\&4 
.,_. •• ..a a\llortaUo• 11b1cb a!cb\ 11o oc•tt....a.a.Ua'blo tor 
t......ru \o ~Rl'7 nrplu. U\ar a ouot'lll ron .. , U h _, opla!oa 
U..\ \M tollow1Jic - tro. U.. approprta\loa.a aa4 a~taUou Uo\&4 
llolow ...,- 1lo ,...,..,, ..... , \o !I'Oaftl'7 nrpl- wt\how.\ 4o'"-\ \o U.. 

o,....u ... of u.. ran Cl'e41\ .t.elah\l'a\toal 

c•p 01 ••n 

.l.ftlla111o tor 
tnanl'7 D.O. ~for to 

?'rt ~ IUAl O)ltcetloM lfrMI·IIrpl• 

ran Cl'e41' .._ • • • • • 
Spoolal ha4 (.1.'11&11-

tor .._latotra\1.,. 
ta oo_,;.oa wt \al 

proaa.\toa 1 .... of 
aa4 19)), .l.o\a of a/ 22, 19)2 .... 

~. 19))) 25.1)7 .091 1,1)8,51~ 26,275.605 525.000 25. 7'JO, 605 

Cropho«<ao\toa 
&114 Huw•\Uc :r..-. ,_. 
Cro4.l\ ...-tatotra\toa. 
1934-19)5 (.l.wna'lo tor 
.uuc 1- \o fUwu'o, 
&Q~a4alalotra\l.,. otpoaaoo 
llo conaoo\toa ao ooltk, .Y\ 

19, 7)1,926 ( '•llnu7 2), 19Jil) )116,115 20,078.~1 1100,000 19,67S,Cin 
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Eo a. J). W. lieU • • • 2 - 2-+-)6 

•4) 

D.o. 
••''•Moe fer r. _,_ .. 

Gllll QM!=t' " ..... 
• Crop ProltaoAloa * * 

IW,.e,ol iDc Loua, J'va 

J.&aWe\raUoa, 
and 1936 (J.,..llule 

uldiiC 10DDI \o f-ra 
a&IIDl l \ra\lYD ezpDDDDI 

eonneo\loa \ber ewl\h, J.o\ 

r.bruarT 20, 19)5) l9.~.09b ~. )59. 570 

~.(5-'51.). 2 
Relief ta 1\rtcklla 

J.reu, 19)4-
\.L'ral~&Jou t or ..artac 

ir<>n .. ht 1CiaAe, u4 

,..., ... ,.,. aD4 DXpDDHe, :rva 
I\ J.dllloh\reUoa - 19)4 2)6, 7,.. 

ao4 ezpeuee, :l'afto 

'-'••edl \ J.daioh \ raUoa - 19)5 N, 7)1 

)'52,382 

s • ' 

24,15) , 666 1{,271,951 

6,281, 599 1,100,000 

24o,1S2 200,000 

100,000 

J.rq \raaefer \o Qeural Jlul4, ~' IJooald N .... wi\h OOWWIISU of •eaauVwo­

Uoo l111D11Ce CorporeUoa, DDd U... oall' 1D - r••ea\ p1au f or Ul~W IIlli f ... tor 

fiOpoeet J'oree\ CorporaUoa (1ectel&Uoa pev'• .,.. a¥n1:ul. ( ... ,.. 1&\._ te 

Director Ball daW llcll bar 2 , 19)5. ) 

Iool u«.e .1, 172,723.15 \o ~w.r efn•ate~\191 «EJIS .. tor \be r •st.r of~ tteos1 

r•ar ot 19)6, al1ocaUoa ef tl,-,o,ooo.oo, , ... ,,.~u .. eqrs•e tor \be fl-.1 ,_ 

1937 of t1,156,227.15 tor aNfU1et ~-•• \o N tle'Na ul ~ filM. 

UMer -\lou )0 ., )l of ~ J.o\ of llq U. 19)), u fe' 'r 

\N ,..._ OretU J.o' of 1935. \N lleMuuaouoa J'lwne OorporaUoa­

au\bort .. t ea4 4lnoW w ..a a..U.'IIle w \be,.,. Oretl\ 'fn'ateva.-

Uoa tlOO,OOO, OOO for tu parpo .. et .an. 1- te Jot&' ewek 1ut 

llesb ta _._ te -~·' ta &Mtz u..uau• an1 w ..,.., 'lleaefUa to 
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~ D.O. 
.t..U.-lo fw 

~·~~ ~ 1IIJil 0\l'R''M' 
......, .. w 

" ........ 0$510 
lolat S\Oclt t.ea4 :111M • • • • • .... • I If 

1933 -- ..., 12. 
1935, Special ,_. (.t...U-
&b11 for 1- ... eWe-

11\ra\iTe upeaMo 1a .... 

ucUoa \bernit.ll. '"'~•• 
JO(a) Jlloerpaq .U. llwt-

Ac\ ot 1933) t/97 ,IQ), 000 
2.2115.am 15.170 99. 730. 6117 

t/litll a..ouva.•s.a "" ... ONpar .. u-. .UJao• to raqaoUloa lf raqUn6 t• \M 

pllrpOMO _... lr laoU- )0 ... 31, .t.o• of ..., 12, 1,), aa tot. .., &a afel' 

\o Oeaeral 111M, fnan17, of t.4o JII'O'f'ln817 .. _.-,\Me booutno•loa "•no 
• Corporo\loa, (laol..ata& &Oj&Q •• of l.MM), ta ...-, .. , to oo-u u of u.. Bua• 

~ otruc\loa ""ana Corpora•tOWk 

to taw n to Hi._, U.t u..ro baa -..a 'fOOI7 UUlo • ,. tw *• 
\7JIO of lo-. "' 1a '11." of U.. pooolMlU.r of d ao 1a tM n-w 
olhla'loa of tM Jola' otooll: 1 ... -... n. to t11o Jlocrooo .... la tbotr 

llqalda\loa, U lo 1lb17 ta\ Ulotro .Ul M aa '" uoot •-at ._._ 
\boaa -uou. ., u.. .t.o• of ~ ), 1'35, eo...,. •• oah•' 1 tM •s.o 

4111'1• llaiah U..oo 1- ooalf M .... tor \1M ,..... rr.. *' 12, 1'35· 

Ia ov oplatoa, U.. ._ ....... ,loa rtmnoo Corporo'loa ooalll - M ~ 

llow4 of .u 41&\lf ot npp171a1 u.. -of f65;ooo,ooo ot \M tloo,ooo,ooo, 
loan._ a total w- of t35,000,000 tllllah n Mllno wal4 M ..,.qaw 
for all Ulot ,.rpoooo ._, w - foroaao la oo-uoa wtt.li ._. 1-, 

411utn••• .. follona tf5,ooo,ooo ._._ -un )0 ... tlO,ooo,ooo ._._ 

oooUoa 31. »r \raaafor to t11o aoDel'al t..s of U.. froaeu? of hade 

pro'l'lou17 a4ftM04-, tbo Boooao•nouoa "".,' CorporoUoa (laol...S.. 

,..,.,_, of 1-) lo, n -.uow, .UJoot to u.. naa wa u1 of tbo 

luaaov.auoa "" n Coa,orutoa. Ia t1lo _, ._, 1ectola,loa lo­

\-.,lawtla oO'tar w r ..... U.. _, 72 1'1 .... \lito otnoe ..U wtall 

tbo oppornau,. of .-t• oortala .,..aoUoao wt\ll.....,.. to tbo Jl'ft'lal­

la _,toM )0 uA }1, ....urt-. .,.....uu ' of Ulot ,_.. ...... \M ...s­

ou ...... 

.. llaw aloe rnt_. \M olhla'loa wtUL .....,.. w tbo I'M.-l ru. 
Mor...- eo..,....u.., _ ... lr u.. .t.o• ..,... .... J_, .Jl, 1,,-. Ia 
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addtUoa \o U. $200,000,000 oapUel a\oak, U. Ac\ aU.r1M4 u. 
corporaUoa \o hne ... baft ou\udiJic a\ uq oM '"- -.... 1a u 

eaoan~ ao\ nee~ t2,ooo,ooo,ooo. la u. ••• of u. Corpora\loa 

the or1&1ul au\horha\loD •• DOftr laor-..cl 1a -\. Aa of 

Jt1Z1'UU7 )1, 19_36, tJ-,)98, 770,000 lD 'lloll4e 1tWO O'Q\a\&114lal, 'fM pwo­

eeelil of \be ealo of \Moo 'lloau haft beoa uoocl pr'-rU7 for ,.,. 

purpo .. e, (1) u. parabaoo of M&U ~ Jlecloral 1aa4 'llub 1a on. 
to fiJIUoo \bell' 1n4tac opora\lou dllrillc ... PQ'lo4 -.. ta Qlo of 

th.tr on 'lloau la U. OJIOD -.rk.o\ ao t.FaoUoel, ... (2) ta -*tee 
of eo-teetoMr'• 1-. .Ut.llovch U. 1&114 'bull:e narw4 ta ~ 

1936 \o n- U.lr on ouh roqulr-\e, &114 U 1e laopo4 ta\ arb\ 

eoii41Uoaa trill po.-1\ U... \o coa\~ \o dG ao, \bare 1e • .. ......_ 

tba\ 1\ ~ ao\ 1lo -••Mr7 for t.u. \o ro\ura \o u. hural Jlua 

Nor\&&10 Corpora\loa for - •lUJ' roqul~\e la tba tunro. 

h4oral Fara llor\pce Corpora\loa ~ aft lion 'QHcl for U. •-' 

par\ \hu far 1D \he fl.MDola& of fano •r'&DIO ull\8. .. .. -. llrJ' U. 

teraa of U. :ra.r. Crocll\ Ac\ of J- ), 1935, U. porlo4 for whiu 

co-teeioaor'• loau co1114 1lo _.. waa oztoll4o4 \o ~ 1, 19110, &114 a\ 

the ·- \1M tbe parpoao• for which \heao loau oolll.4 'bo -... "" 
ltroecloDOd.. oao of \be prlDclpol c:llaaco• ull4or ~ .. __...,. ao \o 

eaeble \be Corpora\loa \o .U.. 1...,• \o ~lflo4 \oa&D\a aa4 oU.r ~ 

r..-re \o a .. to\ la tlD&DCliiC \a pGrc:llaao of f&nl8 , •1Dco U. 110~ 

.o-•' of )'C'QDC •• wnrcl fan ononhlp had booa clolqecl &114 U..e\ 

etopped 'booauo of tho clopro .. toa. Wl\h racard \o ~ tlaaaota& of 

acquld\loa of f-, U h \oo oarl7 w Mko uq 4oflD1\o ee\t-a\oe tri\h 

racar4 \o \be .-. \bat trill 'bo requlre4 fr• t.ba Corpora\loa for \loa\ 

pvpo••· 
1z17 cloollM 1D tana prloo• or aa oz\raorcllllaJ7 acrtnl\wal al-UoD 

• l&ht -• aa -zpoc\ocl ro.-pUoa of eppUcaUoae for ec-ledoDOr 1e 

l oau, whiM are e\111 llol~~& cloeocl a\ \he rate Of approzha\o)J 

$10,000,000 por •Dt.h. 

I• triow of u. forecoillc u 1• .., ooaetclorocl oplDloa \bat U wolll.cl 

'bo 1Aa4n~lo w rowa uq part of t.ba aut.llorl~ w b~t• 'lloau OD \be 

part of \be hcleral Jlua llor~ Corpora\loD ull4or azteUac ooll41\lou. 
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~ the llaala of the facta )X'eHDt.d ill u.. attaCAacl ~ 
it~ appear adrlaable, 1.1' lecall7 aid otherwiae feuiblel ' 

(1) T11at tbe ltPC IIUbecribe to an adcUtloll&l 1'160 c UUoiUI of 
oapital atock or tbe coc, the pcrooeacla thereof beiDI uaacl to re­
diiCe by an equal. .-t the debt of toe CCC to tne RrC , 

(2) Tbat the COO borrow h-oc banka a ppron.ata17 tl815 11111-
Uou, aeourec! by 6,061,607 bale• of ootton (a.o>proxlJIIt.tel)' tll6 . 60 
a bale) , eJid po .. lbl.T Cl&l'&llteacl by the RJ'C or the lhl1t.d Stet .. , 
uaUI the p&ooeeda thereof to reu.re ita enUre ...-•n•qr debt to 
the ltPC of a~tel,y t-147 llllliooa eJid to purchaaa trocs the 
COttoa Pool ita -~ bolc!J.Jwa of M£, 000 belea of oaah oottOD 
tor taa.6 llllUODa, 

(5) That there be -.u.d the US.E 111lliona of UDUaed 
• PPI'Cpria tion f or the COtton POol aDd t.ba t the Pool return to the 
Trealnlr:r the t.aa.s llilUooa recehacl from the CCC tor ite caah 
cotton, 

(4) That the COtton Pool ll'luidata its ootton f'uturu u 
ra!lldl7 u ~ be, retlll'lliJl& the marciA depoaited therefor to toe 
Treaaury, 

($) 'l'bat the CCC IIU:e DO further eoellitaeota in ad41tiOD to 
the lCIJi! ootton lOU> ud ~ corn loan - pendSqr eJid li'liWI&ta 
ita )X'e-t etooke of c litiea u rap141,r •• M;t be, uU, the 
proceac!a thereof first to reUre tbe bank loan ereat..s UDder (2) 
abo.,. eJid then to re~ ita capital etock. 
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!be t 1 Shte aa.U. to tbl ~Nc~Cet trooo tbia prcsru rlll be about 
tJ.6S .nuou • ot 'IIIlich $U7 .UUona will be i n the fono of a credit 
trooo tbe BlC, eJid taa 111lliona in the fOl'll of a return troll the COt ton 
Pool: '!baH, ill a -· are both MHl.1 bookkeepiD& arlJiia, but it 
the poUclN with reapect to the beMl "II of ~tiea nuut..s in 
tbia -...!• are adbared to ill the tuture, toe ac&neata ree.l aayJ.Jwa 
onr the ~ fin )'a&rll will be "~ 8\lbataDti&l. 

} __.,..,_~ '""-'•, ..... ..,....,.¢,.'< ~~ /,b.(. • ••• ' 

~~1 _,..._z;.. ... -~. _,. ~ ........ ~ 
~ .,...... ,. .. ~ • -. ' .'l......... ~ 
~ u... ,...u· 

' 
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.ta or February 31 11156, tile Co.-c!it;y Credit Corporation bad 

P297 .4 a11Uooa outataDdiJic 1A ad'faDCee -caiut -crinltural oa u­
tiu, pr1Do1pal!Jr oot~, aDd bad a each 'beJeoce to ita credit 1o the 

Tnaau:ey or f3.1 111lllooa. Al&ioat a\IOh total ... ata or apprclld.Mteq 

tS00.7 ailliooa the Corporatio11 bad a Det worth or about ~.7 a1ll1ou 

&lid end the Recoutruotioo F111&11C8 Corporat1o11 f2i7 a1ll1ou • .ta ... 

curit1 tor ita a~•. tile CCC held -u -ta or 110r11, turpe­

tlne, aDd roein, aDd 4 0 4111,507 belea ot cottoD. 

It the RPC ..-1.d aubacri'be to a11 e44it1oal $100 ailllou or aapl­

ta1 atock or the CCC, the proceed• tQereor be1J1C UNCl bJ tbe CCC to r.­

tire an equiftleot -t or ootae due to the RP'C, there -.sU be DO 

oat .rrect 011 the buliget, aiDce the total ot proceec!a diaburaed leaa 

re~ta or the RPC 1I'OUld r n!11 ·-be'Qied. Such a t.r&Daat1011, bow­

e.-or, 'IOIIld reduoe the total UabWtiea ot the CCC (all 4• to the 

Rl'C) to a pprclld.Mtal.J' 1'197 ailliooe. Suoll UabWv 'IOIIld UIOUAt to 

approxiaatalJ t 44.60 per bela ot cot~ held , aDd the CCC would bold 111 

e441t1oa tree rro. Ue11 about tll . ll aJlHODa ot cub, about f2.2 w1111ou 

tace aaouot or 10&na 011 110r11, elld t.urpeot1M aAd roei11 worth about 

Pll a1lllooa p1qed •• aecuriv tor about t& ailliooa or laau cnr1DI to 

the CCC. U the U97 ailllODa ita• could be tiDaaced bJ a 'baDk 1oaA, 

the eDtire tl.9'7 a1ll1ou 'IIOUl.cl appear •• a credU 1A the aCOOUDta ot 

tne RPC aN! COIIBBqD&IItlJ aa a reduct1011 1D a:peAditurea tor toe ti.aal 

yen 1956. 

U the UOIIIIt ot capital ot the CCC IIU!Ieoribed bJ the RPC rb<ml« 

be tl25 l!lilllooa, the ~~et relief to tAla ,ear' • ~at 'IIOUl.cl be ndUNII 

to appros:iatalJ t~72 ailUOIIa, &114 the -t wld.ah it 'IIOUl.cl be -•e­
aary to ~ per ~ ot oottOD reduoecl to tse.oo. 

One nundred a1ll1011 dollarl 11aa ben appropriated 41re0tl1 ha. 

tile Tt'ea111117 tor the - bJ the SearetarJ ot Jcr1CNl.ture 1A beJidHIQI 

tile eo-called Cottoa l'Ool. ot thia ..,.t, h6.11 mu•- llu .ot ..... 

draWD dOWII, aDd ataJida to the and1t ot tu 1'001 •• aa a : ,.., apo­

proDrietiOD 011 toe booka ot the Trea•1117• IE thia eDt1re -t. llboald 
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be CAMelled, 1t WIIUl4 lw.n DO etteot QPOD reported reoe1pta or upndi­

Lure• -pt u 1t ldaht ourt&U the aubeequ.ot actb1t1 .. ot the 

1'001. 

« the a h' • .._,, 142 .UUou hea beeo pd4 b,r the Tn&W1'7 

tc the Pool tor the ~ot ot oilulea acaiut 1142,000 t.l.aa ot oottoo 

curreotq hel4 b.r the Pool. the oth ... f22.5 aU.llou cliabur...S tor \hia 

ac-t bu '-- U.S b.r the lleci'etu,- tor paroha•'• oottoo tuturea. 

,_ Pool b,~ aozectre 1D the M~bborMOCI ot - aU.lloo t.l.ea ot 
such tutiii'H, acaioat whiob u bu tu per -tract depoaited aa ..-cu. 

the tuturea •- to un been aoquired by the 1'001 tor tba purpoae 

ot •ateb1U111DC• the cotton Mrttet, &Dd DO~ oao be doM about thea 

except to arre their Uq'Cl1dat1oo aa -n aa -., be. ntt.Ho dollara 

IMJ'IliD plu or a- profit or lou will be retur...d to the T:rw.a1117 tor 
each bale ot tuturea 41apo...S ot, &Dd auch .,..., w1ll be a credit aceinat 

8X'!)ellditurea 1D the 7MJ' reti&'Ded. 

It would - edrtaa'ble that the 642,000 t.l.ea ot caab cottoo hel4 

by the Pool abOIIld be eold to the CCC. At f80 a bale, a total ot ta&.E 

ailllooa would be paid by tha CCC tc tl!e Pool tor IIUAih cotton, &Dd tba 

entire &80\lllt thereat would be ret1IZ'IMCI to the TnaaUJ')' &Dd would HrT& 

U a ore4.1t acaiJlat eqeMtt\JNa 1o tba ts.-1 )'Mr UN. S1zt)' dOllar& 

a t.J.• ia a Jirioe tor th1a cotton which the t&i'Mr& ba.U. ao 1Dt...eet 

1D the Pool oao hardl.T obJect to. 

It the a441t1011al capital pd4 b,r the R7C to the CCC aa propo...S 

aboYe abo'llld be ODl7 flOO aU.llou &Dd the CCC purchued the entire oaab 

cottoo ot the Cotton Pool (inoree.U. ita total holdilw• to 5,061,507 

biUee) , tne total credit ecaiut upnditurea tor the tiaoal. ,.ar uae 
would be aPJII'Oldatel.T ~&5 llilliooe~ &Dd ao eqw.l UOUDt ot oaab would 

han to be bonowed tro. the bulka, &80\llltin£ to approxiate:cy t48.60 a 

bale. A loaD ot IIUAih ao _, would probabl7 require a cuaraotee b.r 
the R7C or b,r the Ull1 ted Ste tea. 

It the capi tel &dYaoced b,y toe R7C to the CCC anould ba 1Doraued 

to tl25 ailUOila, the total Mt crecat acaiut expenditure& would be 

r educed to approxiatel.T t2lO a11Uou and the _.....,. lluk loaD to 

approxioatel.T f'41. 60 a bale, and it t-150 a11Uooe 1D capital 8hollld be 

adnoced b,r the RPO to the CCC, the total credit ecaiut upadit-• 

would be reduced to approxiately fUS llillioaa, and the oaoea&&1'7 bulk 

loao per bale ot oottoo would be red110ed to apJII a 1•te17 taa.80. 
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All the traneeoUou c!Ucwiaecl abon (aoept. the -.ceated Uqlli­
dation or future contracte held b)' the Cotton Pool) are _.. boolllrHp­
iq! tranaact1ona, aDd wh1le probab17 Jut1tiecl bir tea ta..orable effeot 
'ld:lich tue7 wUl ba.,. on the 11136 budlet, ba•• the ottHttillc dJ....S­
nntage that the rate ot latereat wh1ob wUl ban to be pa14 11.r tbe 
CCC tor tea JII'OPOaecl 'buk l.aall will ISoubtleaa be bjcber thaa t.ba t ..Ucla 
tha Tr•alll')' WOIIld Aa,.. to pey tor l.aalla ot aqu1ft.lat •tW'ltr. 

ID order to aft act a aubetaAtial •'1'1111, a r-.1 Uqlddati.oa wo'al4 
na,.. to be effected 1a tbe uadarl71111 oo Si~ traaacu-. 
Ill' . Rathell ot the CCC atatea tnat to 10 ~ll with thoo CNn"eat -
m.l.taante t or t ba lOJ cotton loan aDd. the 45J corn loan will probabl)' 
require peak diabura-Dte thia :rear or 110t _.. tbua tso ailllona 1a 
o.ddiUon to the L'llllda alread7 diabureed aDd that thia .,..,. wUl prob­
ably &ll be back 1a tha Corporation "' the aDd or the a-r. Tbe 
problea WOIIld thaD aau to be to a'IOid 11ft oo.itaante aDd to Uqu1-
d.cte the preMDt onea. 

At an a'leftla rate ot llc.u1dat1on or 1, 250, 000 bal.aa a ,...r, it 
will require tour :reara to llc;uidate toe cotton already lle1d 11.r the 
ccc aDd Cotton Pool . A peadU. bill by Sa-.tor Stith or Souto CaroU.. 
would inatruct the CCC to dJ.apoaa ot 110t laaa than 20, 000 nor 80re tllan 
25, 000 lalaa ot cotton a week (1,040,000 to l,SOO, OOO !alae a 7ear). 
A liquidation ot 1 , 260,000 b&lea a year, •••~ nenca l2j cottoa, 
would ~vida a croee ral return from tba CCC on account or preeant 
eo= .iUentl or ~·76 ailllons " ya.r for tour yaara. 
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The fr•~8Ur7 h~• lDYAI\e4 ~roa~~t•l7 •~ ~llllon of 

tho ca•lt~l fuAde of \he FDIC In ~YernM#nt ce~~ltleo, $100 

n lll lon or \hie 11 In • roecl~l ~ FDTC 4eo~4 Ia~. •Ar r}7 

$200 million I• I n ~abllc lteaAe, 

Cone14or~tlon mllht be ~lven to r~l~cl~ $1CO Million 

to $160 mllliOD O( the IICO~d cl•ool!lc~tiOD of their laY11t-

\~glol•t loa or other ou teld~ •ctlon bol~~·c•• •ftr7• 
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Fob,._,. e, 111111. 

Roe 'h'&Julfor ot appn.ual t- trca a.laaaraaoo 
Plaid, r..s .. al llowi"" Adlllll~ratlca, to 
Mlaoola-a Roooipt a. 

Oil l.D.nruotl.,.. trca Mr. Pulla'a)-1 Mr. Patteraoa ... 
I ~~a ... •do ocataota with tho Pedwal lloualac .".._SnhtratlOil 
Ul4 tho Fa .. Credit A.aJ.Alatratloa 1A o~ with roproa•to­
tl .... ot tho Roa•roh Oirtaloa or tho Tr•e\117 o.po.rtaoat. 

Tho tollowl"" taoto woro 4onlopo4 a t tho ocmtaot ado 
with tho l'..S•al HoualDr; Aclainlatrotlon, '*' ieh we bollo .... will 
bo or latoroet to yous 

1. Tho Adalalatrator hu •creed to t ...... tor 
•- t eoo,ooo whioh bae boon r•oi•..S ae 
appral•l r- to Mlaoollo.aeoue Rooolpto 
whoa an -cr-at tor thie tranator la 
r•ohed with tho 'l'r••YrY OepoMaoat. 
P'\rthomoro, it lo oxpooted that rros 
t TIQOO to tlOO,OOO por aoath will bo ool­
looted rr- tho -0 IOUI'OO tor ·- t1ao 
to o- and thooo oollootiou will llko­
wlao, it tho plan s- thrO\It;ho bo 4o­
poaited to tho orodit ot Miaoolla eaue 
Roaoipte. 

1. The Adaialetrator lo apperoat~ ta'"'"'b lo 
to· a plu ..-.. wtliab eao,ooo, ooo will 
bo ado a ... ilablo t fr tlaa~~I.JIC projoote 
4url.ac ooDOtruotiOil porioclo, tho th"""'t 
bol.ac that wh• OOIUitMiotlon ie o..ploted 
._. outelclo a, ... oy will th., do tho noooa­
eary tiaa»lnc tor loana to bo iuured uador 
tho P..Sorol a.... Sal Aot. 

Regraded Unclassified 



• • 

UNnm STA1D IXPNn'ICHT t7 ACIRICUL.TURK 
..... ICUL'TUIUL •Deuftl•" ADM ........ TIOill 

• • .... D.A. 

.!wDn&I\J'y 5 , 1936. 

tt.::UilAI<W..! F<li llli. 01:16Sa.ri C. D.HIS 

''M•••••·w.·QI. A· A· 4· 

Dear I!J'. t svu1 

Sec<lOn 3lo), Per~ 1, A6rlcu1turlll 
jdJua\ment. Ae~. n~ro~rlat.ea tor ua• 
o: t .oe 3ecret!U)' o~ i'..;ncul ~ure for 
~dl1r~ co~ton , 1ncl~.~ ru~urea 

01 t iUI amount. t ner e: CUI¥ be , a t t.n.ll 
t 1me, ret urned ' o the .reaaury by •~ 
oppr oprlate act1an 

01 t lll: tUill e.ppropnauro t n .;r• MG b~en 

!\llvD.nceo. to tne Seer.·~ t~r M n<Ultl& 
co~.o ~on t'utu.ree 

) 'or Pt\YJIIeU oi debu cnn r-c on apot 
eot~on, warenouse enar,ea, etc. , 

n oo,ooo,ooo 

25,000,000 

22,boO,OOO 

42,000,000 

la) .Aaa'IZIUng aput cotton tan:~ be ao\4 a t $bO per bale , 
th• 1)r oc:e-ee1• J"r cc 642 ,000 oa.a.ea - . .... ~u .~.ooo . W'01CD ~ 
W1 l l . be re<urceo. ~· nnd wnon t n1a apot cotton 1a aold ~ 
1lquln&t1on 3f t.oe Pool , 

(b) Ao 1 uturea are aolo. i n h qu1<U!UOn tnere oo,y 'be returned 
U 5 per c ontract, ttua repreaentt r\.T .....rctna to t ne brolcere and 
dapoat ta Wl <n bankao 

01 t l\e f22,600,000 ao.vance4 for r.M.olln(l o!' tM I'U<III't!l cont~cu , 
tnore we." o.epOal <•d ~• 01 J~nUAry 31 , 1~3ti , $lu,2K2,'l40 ~ltn br nK•r• ~nd 
Dr n.ta . Ott depont wi tll t ne Unuw4 Stst .. • r""'ury S2,o;<o,OOO, •·nero hfoo 
boon ebelll'bed D"¥ ~t tluctuauoca ~nCl purcbaaea $4,t>82, 260, 

• :ur• ••r.r truly , • 

F/c¥ )..,__ ____. ...___ ­
J{ 0. ~~- , .U•t. • ~er, 

COhOD Pool, 

" 
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II. LI<oUIDATIOII OF ASSt:rS 'IIIICII 1110ULD DI!'Rl'n THE PUliLIC liD!' SITUATIC. 

Lo•p• to IMuta. fed•ral Rt••n• Sx•t.y.-Federal ReeerM 
Ba.nlta are •lr1 nc loau aDd d111001mta for indutrial purpoau 
under the prondoaa of the l"ederel. a. .. rre Act, one !u.lt of 
which are paid tro. the nrpl.WI of the Federal Re~~erre BanJca 
and the other halt paid tro. an &!Jlll'Opr1&t1on ..a b7 Conere .. 
UOW1tine to tl)9,ooo,ooo out or the 1Dcr-t re..UtiD& rro. 
the reduction in the wicht of the &Old dollar, Up to date 
the bal>ka ba" ~ UHd about ( 2.3 ,000,000 of tbia appropria.­
Uon, learlDc ap~teq $11),000,000 atlll ava!lahla in 
&old. It h 8UC!&eated that thh autbority be repealed ucept. 
to liquidate ~taante DOW on the books aDd theret., .... . 
approxi~~&tely Cloo,ooo,ooo. This aninc would aot, bowe ... r, 
o.ftect the Budget UDleaa the gold inore•ent waa covered into 
tba Treasury 11a a receipt. In rlew of the policy alreadr 
WlllOUDced thet tbio inc~nt would be uaed to retire the 
public debt, it ia auegeated that it be added to Ule ruerra 
for the retireMnt o f nationcl bani< not.ea, .-bich ill ., reduction 
in the public debt. 

?hilippiM Curnpc;y.-Congreaa authorized an appropriation 
of (23,863 , 000 out of the incr-nt r uulting fro• the reductioo 
in the weight of the gold dollar, thie bell!(! a au. eqUAl to the 
i ncrease in the value of the c old equi vdont of tha be.lancea 
ca1nta1ned by the Philippine GovertllHnt in be.nlcs in the Oni ted 
States on Januar,r )0, 1934, tor ita &old standard fund end 
Treasury certificate tund. So fLr Collflreeo be a retuaed to 
a;>pro;>ria te tbis 110ney. If tbis beaic law were repealed tba 
cold held in reeerre to -t tbia authcriution could be 
returned to the general fund for debt ratira.ent purpoaea the 
8IIAO as the gold centioned abon hold for induatrUJ. loans 
thr~h Federal Ruer ... ·Banka. 

Gold Rt""' tw Gold Cert ilioatu Hald bY th11 Publi~.­
Tho Treasury 1a boldin& approxim&tel;r tloo,ooo,ooo in colo aa 
" ro~erve against gold certificates (old rona) outstanding in 
the banda of the public . To the extant that the)' are held 
b)' I .ericsn citiaens, ao sold will be required to 110et their 
rede•ption cut i f held b7 foretanare .rold .U.ht be. d-nclad and 
pdd. 11a1Q' of the oartiticatoa will never be j)resented. It 
i s sucgestad tba t lechl10tton be enacted troneferring tbia &old 
•o the general Cunei for debt ratir-nt purpoMa aDI1 that the 
llOld cert1t1oa tea be -.cia a ;>art of the noa-int.ereat bearing 

public debt. 

-1-

noo,ooo,ooo 

23,863,000 

100,000 ,ooo 

• 
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n(o r~ · 
~~~ Pub"• lklriEe tdr'p!efntl•,- 'llle ~'bUo Wolb +AetntatN­

t.iOD bold8 appradat.q 11~,000,000 r ... -t ot o'bUpU.. 
'\ repr· .. ent.lQI loau w ltatea Uld -'olpaUU.., nnras'•• 

etc., 'llhlob u. -t s,.te. •llt• to tiM lea atnact.loa 
l'iii&Dee Corpcll'a1&_, ... DDO OU tr. *loll eU1 a O loW a TOftl.U. 
t'ulld to be uod _, tiM Pa'bUc WarU 'f=htatnt.loa tor addlU~ 
loau. U the Pa'bUo Wolb 'de1n1etn.Uoe _.. dlnoted to ..U 
the .. MCNriU .. OD tiM .arbt dlnot the j'II'DIIIh tJierotr. -u 
c~ 1Dto the Tzoeuar7 •• • ldacaJJn aaa ..-S.pt Uld be aftU~ 
able tor debt ntl~t Wider the lat.ioDAl Iaduat.rial lleoo'N27 
Act, Thia .-ld be a Wall trenaaOtlOD 1D Uie lludcet but -u, 
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hue the attest ot re«uc1111 Trean17 bol'1'0111D1 nqDlreMnte. 1~,000,000 
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!be ~•anl'7 oene ke4 •139,399,18'1' of \he 1110~\ renl\\111 

free tM ro4lloUOB of tbo "~t of \he p~14 cloller u pellllllo 

for 9~t \o hUral ... one 'bp_JIIca tor uao 1ll -.kiac 1- 8114 

cUsc<AlAh tor iocllwtr\al pwpoeoa uacler S.c\lon l 3b ot \be ,_.eral 

Ruern .Act. '!bore eUll raaaloe Ullllar eenoerlt on \be ~U\&17 

'ooolta ~pprox\.alota\7 •113,000,000 of \hle •o~mt, lloe\ or All ot 

t h h coul4 'b" -.4e aYella'ble to t be ~~~Wl'l' t or axpoo41\larae o\bor 

the tboeo occutcae4 '117 •e .. ne BNik 1Dcllwtrlal loeaa. 

~e rnooaUoo of \hla allpi'OPria\lon roeo4 aot 'be 0COOII1)aD1a4 

'b7 a rnocaUon of t he liD"'" ot J'ed•ral lleaern 'bNike to llalce 

lnctuetrlal loue. ~•7 ban aple reeovcu to ... t roquire.eote 

of \his cbU'actor w1Uwlut raCOGrM to 1:be ~•8'112"7· It the 

autborl\7 to IUilcw .ach lo•• la H"t'olto4 , th4 UC will coots.- \o 

'be able to llalce 1:b•• 

'lbllo 1 t h true that tho lecret8J7 ot b hwUUJT hall 

lndlceto4 the\ \be col4 lllc~t will 'be ,...4 tor 4e'bt r e \1.,_\ 

l>UrpCaee, tblo -•t hall 'beeJl N\ u14e tor otMI' !IWliO- '117 tM 

Coacro... •4 \be ac\loo ..,. calt.-plato4 ..,ul4 .. .,..17 41nr\ 1\ 

traa oae ld.JI4 o1 c.arra\ up ""'" \o o\Mne 

p...,. .. ~ ' " 
~ ..... l , ..t.t .;_.p~ 

~ - . Regraded Unclassified 



ft'Jglff!MI nfft ft n A 

b !Nan1'7 !lo14a 'IIIIUr e.-eft •••• 710.'11 of tho lw: ••• 

ruult1DC f,... t!1o N41&oUoa of tho wotpt of tho co14 dollG', l.oS.. 

aA -=t equal to tho tacro- ta tho nl• of u.o soU oqa1n1•t 

of bel-• aalatatae4 -.., tho PhlUpplK 06wwa rat 1a 'II...U 1a sa.. 

UQl~e4 l tataa oa J..aar,r 31, li3t for lta so14 a\8D4arl tua4 ... 

Tuu11r7 corUfleato t'wl4. lrhtla \he Coasn•• haa au.t.hol'tao4 tlle 

aoproprtatlon of thh _, out of sa.. raCet"Pta ~ara4 tato ''­

Tna81lr7 frara tM ra4ucUoa ill tM wotcht of tho £014 4ollG'e w 

appr oprlaUoa of t.h1a _, baa liMa...,., .-4 U CCN14 'M roaton& 

co t he wo~as 'balaaca of t.ha 'freuaz7, aot UDUI' a...S, .-4 .... 

available for seeral "Xi101141 tllraa. 
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.\8 of Deo1,.._ 31, 1~, \he hb11c \lorke M"'n'dn>Uoll bel4 

$165 '111111v.w, feoe -.& till loalle to Statee aD4 :amlc1pe11Ue1 , 

r._ilroada, etc., and the BeconatrucUo11 l'ille.Dce CorporaUoll bel4 a 

not emount of $164 11111Uone till wch lecul'iU• P'll'C!\&1114 froc the 

P'liJ. &114 not 70t reeold, The total lllliOWlt of INCJl eecurit1 .. he14 

b)' the P".U. r.nd 111'0 co:Db1DI4, ae at \hh 4&te, .,. thue ap;rozt.­

''lC.tely $319 !dUione. 7n11 entire a:oount, 1111 NV' 1te. ... llhiob 

t~tel7 be ret\U'IIed to \ne 1're-.uJ7. I n t he :!lo!antime, t he IIOuri.­

tlel earne4 1\lfflClent interes t to C6rT7 theaeel?ce, ~e RrC i1 

l':Uthori:e4 to bl.?e OQtlta.-.dillC at NV' one Uae up to $2150 million. 

1D ed'I'BIIOae to tho P::J. for t he parcA~U~e at eucb 1eouriU11, ~ 

fllllde 10 o'bta1ne4 b)' toe P'li-' =• r eloane4 t o StAte1. :hen t he lii'C 

flrot ~- the .. ourUlH frca t he Pl.t. t ne llffect on t he 

'l'receur:r accC>~~.Dtl h on ezpeallture 1n RPC aD4 a repll7llent 1n ?.",j. 

of ci{Ual a:nount . llhen the p-;a. ,_.I a nn lo1111 t he llff act 11 a 

net expenditure i n the Treo.eury eccount1 without offeett~ ora41t 

Ul4 Clen t h e •c eelle to the :al'ket P:tA 1ecuriUec the effect 11 

a net credit witLout off1ettlne debit, 

The percpecUn epelll at 11qu14t.t1cn of betA the BrC allll P:".J. 

18C' U'1ty trueacUon. 0<11114 'be onl7 uo.,.ta\Jie4 ~ a 4eta1lel t. 

1pect1on of the ;10ntol1oe, wn1Ch U • le not P...,iue4, 'lhen 
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PU eMm"lU• an eo14 \lu'Giap Che _.l11a ttl the D'C t.U ...s. .. 
biO- aftU&ble ae a l'ftlll'f'ills tu4 for tvtr;., PIA~ 10 

\bat 11blll IIIICh loalll ban MID ....,, &1111 \he a-1U• 1014 'll:r 
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the D'C, 1111 Ill\ are&U ill !1'-.s')' AIIOCIIIUih l'eRI \1 o I\ le e\atet. 

no""•• \bat U til• •-Ul• _.e aol4 .!11'10\ ~ 1""-A. \ba 'DOillll 

-a a ,,_ar .. a 1'10111'\ Ulll '11011.14 110\ be &ftilabla for f'anla• 

r..& loan~. 
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ni. C.r.IICD.LA'I'I OII OF LOIJI I.UTIIO!UZJ.TI OIIS, 

Homo owner•' 1NP Cgrporauon--

Bond authorizction 
Boada iaaued to February 4, 1936 
.lftil&ble to iuue 

u.. 750,000,000 
2·99'7·000·000 

JUt\11'11 req.ur-nta •• rec-nded b7 the Corporation-

l. 

2 . 

3· 

hoe exchanc• for 80rt&qoa \.0 coapl.ete 
appliutiona on band £200,000,000 

For purcbaaea of ab&rea in aavinga 
ead loan aaaociationa, and .Federal 
Bo .. Loan Bank debent\11'11a 

($300,000,000 lialt) 275, 000,000 
For advaocoa on account of borrower• 

for taxea , inaurance, oaceae&r7 
repair• 425,000, 000 

For taxea 011 propertiea torecloaed 50,000, 000 
For recondi tioninc properties fore-

cloaed 120·000·000 l.qzp.QQQ. QOO 

Boad authorization not needed 

'l'he Ho .. Onere' Loan Corporation reco-nd tho cancel­
l ation of ita tote.! bond authorisation by t7oo,ooo,ooo, 
thua reduc1Dc the total boad authorisation to t 4, 050, 000,000. 

There ia a queation aa to • hether the Corporation will 
need all or the qgeatecS reaern or tl,07o,ooo,ooo tor the 
t'ive ita. -t10Md aboft, It 1e t.houeht that. the purchaae 
of l!barea 1n aa'rilll• and loan aaeocl.ationa al&ht be curtailed, 
e-.y reduced to tloo,ooo,ooo aa a total, t.bua aarlll& an ad­
ditio~ t200,000,000 of t.hia authorization. 

$682, 000,000 

It 1e sugeatecS that a total of not 80re than t'67s,ooo,ooo 
oonatitute the reHJ'ft tor iteaa 1, ) , 4 and 5, ehioh together 
with the f7s,ooo,ooo tor itea 2, wwld JUke a total reaerve of 
t750, 000,000 to be decluctecS rrc- the total a..ailable f er iaeue, 
or a aarlll& of tl,OOO,OOO,OOO in bond authoriaatioaa, inatea.d or 
\700,000,000 p&opond b7 the Corporetioo. 

-1-
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Ga ... ro.l purpoeea 
lotee outat.rvlhli 

-2-

Available tor additioll&l. lO&na 
C~tted (includee tlOOII tor relief) 

Free available 'bllance 

Spee1t1o purpoaeaa 

ao.. loaD baDit •took 
Co..ttted 

Fara llortcec• Rellet Act 
Co..ttted 

In~• eo.paniea 
Co..ttted 

. foderlll Oepoai t Iaururanee Corp. 

Publio Worlta Me1 n1etratioa 
Co..ttted 

UnUai ted purpGNI I 

2?.6 
~ 

90 
12. 

?referred atoek, eto. ,(eeU..ted f.S(II additiooU) 
Nat10D&lllou1Jic Act l!aU..ted ~-~be 

reduced to $1S(II or tWO.) 

t3,7so,ooo,ooo 
2 . JQ1.fro.OJ) 

1,446,40(), 000 
92f.QQO·OOO 

Sa,400,000 

)00,000 

40,900,000 

2S(),OOO,OOO 

40, 600,000 

78,000,000 

t928, 200,000 
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Boooe Olalera1 Loan Corporatloo 

J..a abowll oo tAe attached at.atnent.1 t.nU Cor poratloo 11A4 boGda out.­
at.&Ddl.Ac aD JfU»lar7 Sl, l iiS8, ot apprOJLI.mat.alT t2,9U allliooa. To t.hla 
date 187 allllGDa or boGda bad baeD retired 'b)' t.he bODcl rettr-t t'lm4 
conalati.A& ot priDclpel re~ta oo IIOI'tia&o lOt~. 1.~ t~.< , uthor iuo­
tlon or the Roce Ot.~a1 Loao Corpor~tloo la not n revolvine tund , the 
t G7 lllllllooa p61' n.J.uo or boDda retired must be included with t.he $2, 911 
IOllliooa of booda outatw>dlns in ~l"ivlng ~t a fir;ure for the portl oa or 
t he 11uthoriut1on or the Cor porLt lon t.lrot.tl:t utilized. 

The at..tutory leDdln& po,..r of the Cot·poretioo explre to ou June lt. , 
19~ . Wo oew appll,c8tlODII tor loaDll lwv.- been received since June 27 , 
1955, ud it 1a e.xpectecl that leDdine operat.looa rlD. be cooplet.ecl " ith­
out dlttlcv.l Q' before J\llle 15. ODe bww!rad ei~tr a.lllion dollt.ra u 
tbe ux\Jowl eatimate e>t tba UtOUDt or bOlide eicb will baYe to be laauad 
for t.hla ~· Rea~lllc 1270 dlllcca ot boDda for future Gubacrlp­
tJ.ooa to the f'l.lllT-pcld abarea of bul.ldl.at. ClDd lotm <.asocl.ttlooa (• pw­
poae which will be diac:uaaed prea~nUy) and alloorlns c. resento t or coo­
t lngcnciea ot t72 1111ll1ooa, e totcl c.uthodzotion ot $:1 , 500 c llUooa 
ought to be ample f or c.J.l purpoaea or the Corpor ation except t dvencea 
for the account ot borrower•, for taxea , l.cauraoee, suma for the recoo­
dlti~ or propert lea .. cqulred , etc . Th• amounts prcpoaed to be uaed 
f or t heae pu.rpoaes , ea ahoen oo tbe •iat~ate of Boone O..ners ' Lc.n Cor­
pornt lon Bond RequlreDenta• aubcltted b1 the Corr~retion to the TreAaury 
lt at Decec•ber , appee.r to be exeeaal ve , • nd Mr. Augustine h..., e:r.plalned 

· that a II\ICh limaller emount would be r equired it " re•olving !\md wthor1-
'etion for thl.a purpoae were ude . Kr • .Lucuatlno atntu thnt e t 250 
mllliona re•olving fund cuthori&etioo OUGht to be ampl e for thla purpose . 

Froa U. • bove a .. te it •ould appet.r U>bt. the prestnt t.Uthorl:" tion 
ot f,4, 750 •ill~ ODS ot Home Owner a I Lean Corpor"tion bonds :;.4"ht " l thc.ut 
ney ecbtlrrwsGc:ent to the Corpol'Lt.i oo or curt.tJ.lcent of pros,.eetive fur.e­
ticca be cut to $~,500 cdlllona o! boocle on the present bct.i& LDd a 
t :z50 ..Uliooa re•olYln& fund t-uthoriution tor the specillc f'\lrJl088G of 
&dvencee tor the aa.lnt.wnee o! c:ortc4;ecl propertiEs, etc., e totLl 
Authorlzotlon or $:5,750 ..Ulione ot· a deereuse of $1 billion under the 

present euthorlzetion. 

The Home Oenera l teen Corpot·ation bond nuthodzntion mi&:ht be further 
reduced b)' any reduct ion IIILd e 1n a\IIDS authori tod to be expended ! or the 
purchcae of tully- paid aharca or building and loen nsGociLtione . 

An oriciDnl appropriation or •50 milliona •~s medo t o t he Secr~:t..cy 
of the 'l'reU\117 to subscribe to the fully- puJ.d shllree of Federc.J. Savlllj;a 
Uld Loe.n Asaocl.ationa, ..nd thla IIWt w .. a cocpletely uht.ua~ 1r. Non•ber, 
l9S5. An eddlt.ional wthori:r.atiOG ot ' 500 millions wu ""-"e to ROM 
Cenera l Loan corporation b1 c~aaa at ita l ut. aeeaiOD for ti'.e purcbue 
ot •ht!He ot Feder61 aarln&• c.Dd lOUl uaocU.tiona, Uld S~t.a-cbart.arad 
aaaocla.tioea, eit.bu •taben ot U.llc.a Loan Benk System or iDaurad '117 

1 

the Faderbl S.Yillea &lid Loan tuuranee Corporation. Aa the Hooe Oenera 
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t.O<".n Corporetloo r..Uee the • ooeya to FW'"heee auch eht.rea by u.. ..,le 

o r its bollda lD the open ouket, auu ao expellded do not auter J.Dt o 

the budget . Tot t.l 6laburee~:.enta by tbe Hoc;e Ownere • Lou Corport>UOD 

Cor thia purpoee to the end or J~nuary were lil>out i'W m.l.lliooa , lea•­

lnl; still uoexpended the $:<70 "'1ll1ooe ite10 t.llowed f or lD the Lt.l.fched 

t.t.ble nnd ~~e~~tiooed in U. ebove diec:uu1oo. 

The purl:.hou of these fully-pt.il alw.rea eeeCII to be & pec:uller]¥ 

unJwstitied form or expoqlditUl'e, Tbe purcbwle or aucb aluo.rea .1.a , or 

course , equl nlant to Nklne o depoeit 1A the ueociLtiou, ,.,., the ool7 
reat.rictiClll upon the uount or aharee which 867 be purchued 1A 6ZJ3 

uaoc.l.atioo i a tbo.t the Federi/J. aooe,_ alu!J.l not exceed three tU..e thoae 

of t he prin.te aluo.rehol cerr. l The ClODe78 ooce de~ited bear int.ereet Ill 

the 8LU rL te ea paid t o privete shlll'eholcera c.nd cannot be wltbdrewn 

e~<ve t.t the optioo or the ueoc1Lt1Clll , The Co•ern~"ent ' £ only recourae 

in cue or bed IWlAge::ent or o:Uuse or thAI t'wlda seew; to be to r e.,ueat 

the appropriate court for the eppoil:t.Mot or & reeeinr. Tte thAIOI")' 

behind the purclu.ae or theae aht.re£ ...... to be that it 15 .., indirect 

""Y to increue the amount cf money "hich wlll be lent for bODe conatruc­

tion . llo particular lim.l.tstioDe t.re leid dOWD, bonYer, co the uaea 

wb!eh the uaoclatiou 8&)' IIU• of tbe tunda oo put a.t tbeir diapoaal. 

It ia a~whet ca if the Co~ptroller or the Curreocy bed • tulld wltb which 

to mclce pen:w~ent depoeits lD auch n&tiODIIl banke u be believed could uae 

the" to lldYClll4;e. 

It the c.uthorhotioo !or tb.1e purpoee could be reduced by f 250 m.l.l­

llons , tbe totcl bolld ta~thorlu>tioo of the Ro=e Ot:Dera ' Loen Corporation 

might be fUrther reduced to (~,500 m.l.ll10D£, or which ez.~60 aillloaa 

Y:Cule be tor bollde to be uaed cuce 8Jid $ 260 •1ll10D8 ea a re•olville t'lmd. 

Tbe •uceest1oaa diacuaaed aboft would reault. in " cut 1A tbe total 

bood wtboriutioo or the ScM o-r•' Loen Corpora-tion trca ~,750 all­

l1ou to tr010 f ;!; 1500 aillioaa to $:1, 750 allllou, depeD4iJ!c upon whet 

reductioo, 1.t LD¥• wu ude in the wtbor1ntioo rcr the purc:l~Ne ~ 

f'ltl.lr- Piiid elwrea ot buUcliJIC a.Dd lOtoll uaocic.tJ..ma. Bo c:urUdlllellt 1e 

propoeed 1.n the other cctivitlea of the Corporat1cc, which are in ~ 

enot drawiJ:c repi cll¥ to a cloee. 

The budget woul.d not be a1'fectee e1 ther in thia ,.ar or in u:T nb­
eet<uent co• except &a acme loee c!ght be avoided tlt ~ future date OD 

ah.U.ea ot bulleille eDd loan ueocl&tioaa. Coaareae1~ action would be 

rec;uired to reduce the total boad ... thor1tct1oo, to eCIIlftrt tuo aill~ 
or it to a revolrillc fulld, aliAS probably t o reduce tbe wthoriutiOD tor 

the purchase or tlll.l¥-poid aharee or bu1ld1.nc Uld lOUl ueocietioaa. 

: f··-1!.­
s..... A' . · • .... 
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a- o.ura• ~ Corpor~t.iOD Baad .lut.boriaaUca 

(Ill 111111ou ot clollan) 

Bonda outatu41DC 1 Juilaey &1, 19111 
Ratirod by Boa4 ~~t. J'uDd 

Autboriaat.ioa alre~ uaecl 

t.dd1ticaa1 ~t1Aanc1Dc 
l dd1ticaa1 BulldiDc llllll ~ 8harea 
Cont !ncenci.M 

RaTolrtAc J'uDd tor .ldTucea, etc. 

Total neceaaar.r boDd .utbor1aat.1GD 

.luthorbat1oa whlcb u.y be cucellecl 

Total preaent .utbor1aat1ce 

180 
270 
JL 

2,9U 
17 

2,878 

'2.L 

1,&00 

1.tp> 

t,T!iO 

*Lua uq -t by wb1cll tba uUaorlsat.iOD tt:~r tba parcllua ot ~­
paid aliena ot bQ1141Jii u4 lou uaociatlou U.J be reduCed· 
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JOH N H . ,.AHaY 

FEDERAL HOME LOAN BANK BOARD 
WASHINGTON 

Februar,r 7, 1936. 

Honorabl e Daniel 1'1. Bell, Acti11g 
Bureau or the Budcet, 

Director, 

o. s. TreaaUZ')' Daparleent, 
r:aahi .q:t.on, D. C. 

Deer Mr. Bella 

I ha'l'8 been ad...Ued that the rollowiJlg esti.Mtea r e,eJC!­
ing the H..., OWDer a ' Loan Corporation should be aubod.tted to 1ou todqa 

(a) 

(b) 

(e) 

The UIOunt or our bond authorisation that will DOt 

be neecled. 
The UIOunt or aaaeta that c11n be liquid~ted and Uae 
jrOCHCia returned to the TreaaUZ')'. 
The 8IIOUDt b)< which expenaea can be r educed. 

~ eo..enta on these three ~jeeta area 

(a) On the baaia or the law as it axista , we believe, b)' 

exercising e'l'ft)" po&eible precaution and in rlew or cherwed eonditiona, 
t700,ooo,ooo or our bond authorisation can be Cllneelled. Be7ond tb1a 

our Boenl does not belien it would be sate to ,o. 

Itea 1 on the aeeoap6JV'ing schedule of bonds a'l1lilsble llnd 

our estiaatea or future r equire•nta 1e the aaount which we believe it 1a 

sllfe to 8fT will not be .xca.ded, in eo~eting the applications """ pend­

iJlg, together n th those which ~ be r eopened for consideration. 

161 

The ilelllbera of tho Boerd believe that the full IIJIIOUDt """ 

available in I telll 2 is needed and ill oasential to eeeelerAte the inereaa!"' 

vol~~~~~e of hoae eonatruct1on, as the experience of the peat 7enr b8li dnoon­

s trated. The Federel ~~aviJlga And l OAn aBsoeiatione are Ja")Vlng 80&t etrec­

tive inat.nmente.lJ.tiea tor reviviJlll private fiDanea . ThiQ' are .,ldng t.o.e 

"'OI"t£Dec lonna in atend~ inerees~ ~bers i n evoey section of the cOUD­

tey , ot reasonable rates, to e class of h011e OWDilra who, with a r .. excep­

tions , are not sei'Yed b)' arv- other elaaa or lendi.nK o.genei ea . Tbeae are the 

people who bulle! or b\V' b-• or a value trooo $5,000 down - the Vft7 people 

rho 80&t need the ad-ntcce of 1""' intereat rates and reatOneble t... AliT 
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Ho:'IOr ,.ble Jnniel W. liell, 
l'cbi'UllrY 7, 19!56. 

-2-

ro•luctl..n or the $SOO,'Y.lO,OOO. set ~!lde b:r Conenaa ..ol!ld curtail t ile 
•or lll•tlon or new nnd t he OX)Ilndon ot existing Feder als. It would he.Ye 
r corr~e?Ondlng erreot on the StAte escool~tion.e wb1eb can qunlit;r. 

Reoor \.5 or Fedort>l sat'ines r;nd 101\n ossoeutione aet.w.l \7 
raeeh..d t.o da te show that. e.t06, 931,3S8. ns 101\Ded on hoooes during 1.955 
b7 t hese essooi.P.t.ions. 41.2$ or this we• r or r efinancing end 58.~ tor 
new const.,.,~ct.ion, recondltl.oni~ , or !'W'C"""• o r ho:~>es. l'or Deeellbor 
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clone t.he;r adva nced ZlO, Sl6,548. or 100re than all the t1fe 1nsnranee ca.­
"' ni~s in the counr.ry lent on non- ftlr!il holll6s durlnc; t.h3t JDOnth. o r this 

,, ~~~aunt, 68.]$ """ ror new construction or hocoe purcb'"e a nd :51. 9% ror re­
rll\' ocilli! . The divtdendis r eceived by the Covor1""'nt on shnres in those 
r esocintions exceed the lntorest rate on tho bonds Pnd there i s prRctical~ 

no r!ok on the lnvestr.lont. The enco1ragemnt eiven to ho""' bulld i na ~ nd 
r~•sonhble hooe ftn•nce by these 1~tttution5, therefore, costs tho COYern­
".lent noth1"6 · 

Tbe r~nt aboun i~ Iteo 5 is the result of c reTlslon down­
u · :'CI or 'lreViO".!S e&ti""-teS. lter>S 4 " nd 5 r re the alnlw1n UIOWlta which 
should remsin AYoilrble. It wou:'..d be e grt.ve Cl.l.ntcke to under -cotllllllte 
future r equiretaentr<, reou t tlne in the Cor !>Orntion be~ inadequate~ finenc­
od . The eff~c t on u"bUc conri dence or such n dovelooaeot would be very 
~erlous . 

(b) Is or •ebru" ry 4, we IU'd rotired and cancelled 1'1-om re­
-x;ymcnts received from borrower s, $67,453, 800. or our bonds , and it le ex­
!"JCI.od tM.t recei;>t.s or t his c~.r~<c t.er r.ill be su.rrtcieot to P'-"1 orr in cash 
r ~ ~turit7 on AU&Ust. 15, 19!56 the entire iesuo or the Coroorntion ' s •~e~les C• 
bonds , eaounti~ to ~9, 7!56, 000. 

(c) The AIIIO'Ints approvod by :fOU for eda1.nlstr tit1ve expenaeG f or 
t he rlsenl 7enr~ 1956 knd 1957 will necessi·~te 1 dr~sttc r eduction i .n expens~s. 
I ncl •tded in the o110unts &p"lrOYed by you were substanti: 1 SUIIS io both yeo:re 
ttesteiVIted ~s f.dmin1atr nt1Ye Bcservea. l:!Vory orr ort i s being m~~de in :>tanning 
011r f u ture oper etlons to keep our expenses r.ithin t.he :>Mnnts apllrOV('<I by you. 
T'lA r o to a ooint beyond which t he ellmtlll• tion or !)ersonnel requir'ld to contAct 
our delloouent borrowers wilt be very 111a1ch ClOre eoatl3 than aey a nving t het 
would r esUlt. Unl e ss r sufr1c1ent IIWiber o f ~~en, :>roper ty trstned, ~re keot 
ln cont.llct with our borrowers when the:r t'l.r at beeoaoe de llnc:uont., t he t oosos to 
th~ Cor?Oration will be frt'llatl3 incr eased. In our opi nion, 1t will be necess­
ary to use t.he &IIOUntl> tleduc ted 1'8 NIOl1nist.rAtiY8 R.oser-res , pnrtlc•llrr\7 in 

t~ fiscal ycu 1957. 

Sincere]¥ you:a , 

~ . .,f.$./.1 
Jolus H. Fehey, 
Chat ran. 
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'"-! • :et of 11oa4e Alrthorb..S 

11.sa Olat$n.Unc hlmluT '• lNI 
............ ( latereat -•..S) 
..... lnu.4 

mllll JIIQtiiiiJMII!S 

1. rw nu.,_np tor llortppa to oapl.W ..,u.u- • hud. 

lo JW ,.... .... ot abaraa 111 llartnp and 
._. AeMolatl- an4 r.deral Bane t.a 

IDk Dill -··· 
1. rw ~. tor aoo~ ot Borr-ra 
tor !aDa, lU"ftnM, and -aaar"J repaira. 

•• r.r ,._. • Propartlaa toraolo...S. 

1. r.r raaolllllUGDlnc Prop.-Uaa toraolo...S. 

.............. 

ta,ns,au,au. 
lo,a?t,eoo. 
u,,aa.eoo • 

zoo,ooo,ooo •• 

1,1197,180,911. 

fl, T151,11191 071. 

1,070,000,000. 

I ea,U9,0TI.;. 
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~dnncea by the Reconatructiou n..DCe Corporation 
to !le.nke &Jid Tru£ t Coc.pantu 

/Ia of December :n, 19~5 tae Peconetl"Uction FiDellce Corporation 
r.rd total outotaniiq: belrulcea innsted l.n banlca AD:! t.Mu~t coapea1ee 
p ount il'IIC to 1'1, 281 milHona. Tneae 1nveatllenta fllll into tne t•o 
a.teu-~ly separated ca~ories or {l) l~na ta banlca in diatreaa, now 
'!IO&tl y eloaed, ani to receivera or cloud banks, and {2) loana on end 
Jurcrtuee of preferred etoclt a nd capital debenturea or banlca 11nd truet 
coM•.t nl.ea , Ml1i these t•o cleeaoa ot e.dvancea must be treated entirely 
se JUttflly. The balances outatendi~ i n the tirs t category aJftOUDted 
to 1'~8~ od.llions n no! l.n the second category to ~S99 od.llions. 

T'ne net outs~ing bnl.a ncu ot the P.FC on account ot loaoa to 
be nka Pnd trU£t COC1?6Jliea, includi~ receivers, aiOOUIIted to !6~2 .U-
1~ona e. a o! Dece-.ber ~1, 1954 , e.rd were reduced by !'250 aUliOne, or 
cbout (0 ;>ercent duri~ the ca1ano!er year 1935 . 'The groaa &IIOunt ot 
U ouidotion aehleYecl on t.hia accoUDt duriqJ tde :year 19~5 .-ted to 
·~68 Clillions , but t ll8 l:lillione or "'"' 1oena wera diabureed duri._ 
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t.•• y ellr . or tne total &ltOWit or net liquidation attected duri .. U>e 
~ear f95 ::dJ.Uons occurred duri~ tne riret quarter, t58 nil.Uona dur­
i n,· tne second , 1"!4 Clilliona during t lae third , and 1!53 alllione duriDC 
t.11~ !'ourti'a . Tnc ne" loans for thia puJ'pose were O'.e.de t3l Clillione dur­
tn- t •• e f irs t quarter, :'35 millions d ul'ina the aecond, ~8 millions 
<'luring t 11e tn:!.rd , a nd 1'24 millions d ur1re tJte fourth. 

T.1Pr O is every re&oon to a uppooo t.tlAt t.Je li<.Juidation achieved to 
•r t e i n t.1eee loa.na rill contin ue , althouga •·ith dimia18Jl~ rapid it) • 
: o· t..a core or frozen and sel:!i- trozen l oane la approached. T<1era ••­
to be no c;.c~don f or e.n,v eba~e in t.oe :n-esent policies of t4e RFC 1n 
de.. li!l' ..-1 t.r. t.1ese loans , and a contil'Aied ;>ursui t ot such pollciea MY 
ret. soru bl " be expected to ruul~ in e. net liquidation or t 75 to flOO 
'1l.U1ons d uril\I the six ::10nt.oe en:lil'\1 June :10, 1956, and or :>100 to 
t 125 'rl lliona <!uri~ the fhcal year 1937. 

Tne " 699 millions o f outsundl.~ balance~> for loena on and I'UJ'-
c . .n£u o f ;>referred stoc~ o.nd capi tel debenture• of banks and truat ca­
ll<\ni~s oreaenta ~ fund11111entolly tlit'ferent problem. 'nleEe co r'.itrlrnta 
r e1·c 1'11\de to 11oin< institutions and IICIY not be expected to be l1ouicSoted 
n~rrl~· c s n~o1rll~· e.a the first cntogo~· or cdvunces . T:.dle the inati­
tu tione v·hieb h&ve been assisted by t ile pw-chnse ot preferred stock and 
deb~nturea or b loans on them are, or course, on t.te nveroge very .ucn 
•tron~er tbt.n thooe to " hicb lOAna ot t ne first category llaYe be~n 11111de, 
• , .. eecuri ty 1a rs.r inferior , and it is lil:ely that losaea in th • 
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c£tegory will be Tery aubstaniial.~ greater than 1n th~ other. 'J'hia 11 
onl;; to be expected, and 1a probebq a 1'81')' cheap price to pay tor the 
gene:U. r eb&billtc.tion 1D the benki~ struoture which nee been acco._ 
pllaned by eucb opera tiona. 

, Tota1 dJ.aburae,..n te t or .the purch&ee ot preferred stock, etc. , ot 
~· to Dece:o.ber Sl, 1935, 11.110unted to tl, O(l 11111llons, end re~.eoto 
to ,·142 ldlllona, result~ 1D toe net bela,nce of $899 milliooa previ­
o~ly referred to . The repayl08nts ot tlt2 alllJ."ns, howeTer, incllded 
e lArge vol~ of repe.y.enta by certain bp.nJcs , princioclty in New York 
City, which eold preferred stock or debentur .. to the RFC 1n tue tiret 
place at the requaat ot the Government in order to remove toe odiUll of 
such sales from otoer banks. These benlca repaid their ,>referred stock 
or debenture& at the earliest opportunity, and all balances oow out­
s tll.nd1115 are so at t.ae electi on ot the benl< or trust COllpeey. 

Duri~ NoTeaber toe eo~ptroller ot the Currency made 'a etudy of' 
ell netional benka lJa•U.: preferred stoclc outatand~ and concluded teat 
1'104 ail.llons ot aucb preferred stock could be a.ol'eq retired. At the 
aeae tice the Federe\ Reserve Boc.rd eat.loat.ed t&.t (3. 5 .Ullons or pr.­
f'erred s tock issued by State .. ,.ber banks cl.gbt be saf'ety retired. llo 
eatioste ia available for State nonmember banks, but in view ot toe 
venerel tandency of euch benks to be in a y;eeJ<er coDdj.tion thl.n either 
Mtivnal 'banks or State 1118:Dber bonlee , it is clear timt ~10 ad.Uiona 
\Tould be t.~e top estbo.te or outstandi~ preferred stock, which , in the 
juc'.gl:len t. of the proper sul)8rvisi~ authoriti ea laight be aafely r eti red 
n t the preaent tlma. Fi!'ty million dollar a ... en or this toto.l of 11110 
l>illione 1a preferred atoclc ot the Cnue National Bo.nlc and of the lkl­
t i onal City Bank, both in New York City, and thus t..e only aubetentl.a.l 
~t3ibility or ea rly retire .. nt YiOul.d co .. troa toese tr.o benka . 

''" ot tne laat t~Qtj,onal ben.~ exutiDt.tion on llovember 8 , 19l>!;, tlle 
Cnf'.ae I:C tional Banlc n4d " Mt sown ca.,ttal or ! 267 millions , including 
its :>referred stock, or f2l7 m:illi.ons witnout it, while tne National 
Ci tv . Bank at its exemlnet\on on October 2L, 1935 n&d ~184 aitlione or 
so~ cn pitcl. including ita ;>referred atoc.ll and ('1St lllillione without 
it. Deposit a of Chua Nntionel Bank at the year end were ~.on; mil­
liono a nd of No.tional City Be.nk, tol , 317 milli ons. Chase Nntional l!enk 
tnWJ :.-ould nan Md at t.l8 year end only U or atocl<holdera' oopital 
tor every ('9 . 60 or depodta IIIOd its ;>referred stock been retired~ while 
tne correapondil>,l r teure tor Nntional City 8anl< would onve been · 1 of 
atoclcnOldera' capi tal to ('12. 30 or deposita. Both or tneae r~.&uru nre 
o t the ::aa.rgin or conaerYati• e benlcing , and coneejjuantly neither •neae­
nent ileaires to retire ita preferred n t toe ;>ruent ti..e. 
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The GovernJIIent • e 1nveabent 1n thue bo.nlca 111 well protected And 
currently yields .. slo percent return, 10 it would aeea Yar;· foolJ.NI 
to force e liquidation at thia time, perticularly aa aucb a forced 
liqui<ltltion y.ould constitute a complete about-face 1n the whole bank 
re:~ab11J.tetion progru. Ir liquidation 1a DOt. pressed boto of taeae 
banks 1n the next aenral years "ill probably aell additional c-n 
capitel. stock c.nd ao prorlde for the repeyunt of toe Go..er,_..t•a 
interest rl thout &Q1 J.::peinaeot 1n toe a tre~~~rth or the bank a . 

In general, tne OOYer-nt' a preferred atook coait.enta in 
bc:n.<s ell!! tru.st co~penies can only be retired without i::rpai.rment to 
t.ne 'bomking structure from earnings, b;; sale of additione.l COlL"'In 
s tock to private shareholders, and ~ the offering of the preferred 
stock direct to the public. 'l"ne t1rat llltl.JUier of retireeent 1a now in 
progress but \'dll nt.t\ll"ally be very £lew, •nile t.ne third method ls 
of very que stionable Ylilldom. If conditione continue good , a eubs tan­
t ial repeVt!lent of tlreferred stock ought to occ\ll" in the next. aeYeral 
ycers by tbe second Cl8tbod, but little of a epee1fic cnaractar C&J> be 
done to hasten it. 

T'ne biN: rehabili t.a. tlon prograo 1.a no.. ,»"actically eooplete, am 
new purchases or preferred atock ~ debenture• from Dececber 31, 1935 
flftd not Ou,g;lt to 61110\Dit to !DOra UlaD t2S - UO atilliona in all. .U­
IW'lif€ IIIOdel'ft tel.v fiYOraole condi t i ona and no }ressure on tbe p.nke 
to I'U!sten retire=enta, repayments of tbia ~)1)8 of balances c:ay be ex­
pected to eggrege te rlOO - t2SO millions duri~ the next. eighteen 
DCnt hs, resulting in a liquidetion in t hin t ype of coli'Eitment of o.ey­
wnere froa !SO millions to ~200 milUone by tile aDd of the !heal 
•-ear 1937 rltn t.~• poasibility of a greater UquidatiOD ahould a r•l. 
:oe.rl<et. for bulk etooks denlop d\ll"~ tbia ;>er1od. 

SU'..ca.RlC 

1. No ... commeodatiolll! are made for cna~ea in ;>resent policies. 

2 . It 11 estimo.ted that the net. liquidation in loans to b!Lnks 
in dietreae and to ... ceivere of closed be.nka duri~ the next eignt.een 
aontbe 't-ill lillOunt to :"175 - 1'225 11111.\ona o.nd of loena on &nd pur-
e ... eee of areferred etock am capitol. debenture• to ~50 - P200 ail­

lions. 
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II, Apwopr1ft.lcp ot llcapatructlOD r tg•pce Cgrporatiap ruooe 

'!'be lleconatrucUOD Pi.luu>.,. Corporatico u reqll.iHd to ll&ke a't'&llabl.e 
to tlw hdaral Boul.Jia tdwlphtrator aucb .t\mcU aa be U3 dMa ,.ce .. U"Y 
tor tile purpoeea or car'7iA& Ollt the proYUicoa ot the •attcoal 80\l&l.Jia 
let. Tbe authorit¥ ot t.be S.Conatr\lotion J'in&Dce Corporatiou to 1 .. ,. 
ita ~. DOt.& aD4 d.abcturea baa bau 1Doreaaa4 'b)' neh UCNDte aa U3 
ba required to pron. twiU ta~r nob parpo&H. It woW.d - d .. irable 
to l iait th1a appropr1.at1• to- epeo1tio UOIIDt aad to a apac1t1o 
pari~, Ulll require u enft!!a' approprutico in tile tllture. 

Tbe Bat1coel BCN&inc let proYid.ad tor tba inaurance up to 20 parceot 
ot aodenUu.UOD cra41ta to a total ot tl 'billlco. Tbue, tba l 1.abU11;:• 
ot the Cloftruet cOilld not excMd t200 alllicoa. Tba prOY1.a1co tur in­
aurl.Jia aod.arnbatiOD loena axpirea lpril 1, 111M, 'b)' 'llbicb tl.:la it 1.a 
eeUM\ed tbat tbe •rl••• ..-t ot loena eo inaured will not exceed 
~60 al.lHODe. Tbu, the •rl"a !iablllty of t.be 00ftJ'DIMDt woW.d ba 
t70 .nuona. Unl.Ne - lec1.alatiOD 1a enacted, therefore, approv...&tel,r 
tuo ailliCIDe or the orleinal 1200 alll1coa aaxi.ella will cot ba ne..s..s, 
and it wouJ.d appear d.aairable to ra4\lce tlw approprietico tor eoderni .... 

tiOD 1- 'b)' that -t. 

It llhOilld ba -tico.ed tbat there ia under ccoaideratico at preaut 
a propoaal to 118e ~ alllicoa or thU aaount to eat up • rnolYinc tund 
to pron. inaurance tor loana oo bulldin8a under ccoetr\lct1co. It it 
nre oonaid.ared d.aeirabl e t,., eet up auob a tund tor th1a purpoae, it 
wOilld ba SOH ad'fiaable to provide a new appropriatico tor it than to 
utlliM u:r ot tbe bal- rr el nl.Jia troa tba ori«inal t 200 alll1ona 

approprl.aU.. 
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I. V•• ot Appr•'•al '"' t,g ou,,t, lz:rrd'tvu 

At tM PN~~•t U.., apprdaal feea ollar&ed '117 l'edval BO'ollliJ!c 
,,_,_,.tratiaa are trautvred 1Ato tM lllltual 110rtcace !Aauruce t1m4 
alCIIII wUh !Aav- preaiu::. llthoueh the C011ptroUer O.Z.r:.l. baa 
ruled that Nab f- llllet be depoeited 1A t.be tlmd, the ldwlnhtratar 
baa tM power to OOftl' INch upauu u 1e c!Nired '117 uae of a .. eta 1A 
the tuad, It baa be-. decided U liD Mwlnhtratbe pollo7 that the 

d.iraot ooet ot 1Aeur1Jlc loau ehoiW1 be boru '117 the aortcacor aa4 
canred '117 u apprdaal r .. , but th1a pollc7 baa Dot 7et MilD placed 
illto etteot. It U recc nded that the apprU.al fHa alraadt depoeited 1 
1A the tlmd azul all Nab fHa collected 1A the tlltve be uaed to otfaet 
• 4•h11tratin e~ee • It 1e u tU&ted that web fHe will aaount to 
more thaD u,ase,ooo 1A tM tiecal ,.ar lllst , &lld $2,500,000 ill the 
fiecal. TNZ lllliT. It t.IIU polic7 1e adopted, the deficit& 1A theae 
fiecal yeara .Ul be oorreapcDd1Jlily reduced. 

!be adalnhtratiaa baa .. tiaaw that rtthill tin ,.ara collectiou 
ot appru.al fHa will adeqll&telT cOftl' all ot the cUrect coeta of 1Aa\U'­
illc ~..... .t.pproprietie~~a will be oecua&I'J to COftl' expeuaa of the 
luhiJictca office aa4 the 1Npel"TUOZ'7 expeu .. 1A all or the State officN. 

n. Approw1et,icm ot l!copatruct109 P 'p•pee Corporatiop l !JpA• 

!be Recoeatructlaa PiDallce Corporatiaa 1e required to uke a....Uable 
to the l'adaral BouiJ!c l"ahhtntor aucb flmda u ba u.r dHe neoua&I'J 
tor the purpoaea of oarl'7illc Ollt the prorlaiou of t.be Ia t \ccal Boua 1Jlc 
.t.ct. The authorit,. of the Recoeatructioo Pillallca Corporation to iaa~» 
ita bcada, llOtea aDd de'b.turea baa be• 1Acraaeed b)' INCh uounta aa aq 
be requi:N4 to prortde flmda for web purpoeee. It wOilld - d .. lrabla 
to liait thU approprietlaa to - apec1t1o aaoomt allod to a apecitlo 
period, 11114 r.qllire u en»•' approprlatiCD 1A the tlltva. 

The Watlm•l BouaiJic .t.ct prorl4ed f or tba illaurmce up to 20 percent 
of aodarnisatiCD credit. to a total of t l billiCil. Tbua, Ule l labllit;J 
of tM ~t could not axcHd t200 aill1oea. The prOYie1CD for b­
wriDc ~aatiCD l OaAa axpiraa .t.pril l , 111116, b)' which tiooe it 1e 
eatlaated that the uzl••• uount of low ao illeured will not excaad 
t a&o llillioea. Tbua, the •rl••• Uabllit)' of t.be Gonl'DIMftt would be 
t7o 8 t u toea, UlllNe - la&ielatiCD 1e woacted, therefore, approxbatelT 
tuo ailHaaa of the orici.Dal $2:00 allliou ~ will not be oeeded, 
aa4 1t 1IOill4 appear deairable to reduce tba appropriatiCD for eodam1-­

t1CD l- lJ7 that UOIJDt, 

It 8h01lld be -tlCDed that there 1a Wlder cooaider aticn at pr .. aot 
a propoeal to uae t50 aill1CD& of thJ.a uount to sat up a re•olY!Ag t\md 
to pron.cs. illallruce for l 06D8 CD bllllcU.D&• Wlder cooatruct1oc. It it 
nre caaai&lred dealrabl e to aat up e11oh a t'llod for t.b1a pw-poaa, it 
wOilld be aore ad•iaabl e to provide a oew appropriat1CD tor 1t thaD to 
utiU• NIT of tile baluoa r 1 =iniac troe t.be ori41;1nal t 200 allliooa 

appropriat.iCD. 
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I. H. Monrrtll& 
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IUWONSTHl'C'I'IO~ Fm\.~CE CORPORATION 

\V~\SHINGTON 

February T, 18S6. 

Plmda onaUable to other IOft~Dtal -ceDOi.. hca the 
RFC i.Dolud• ltT,tOO,OOO to the t.D4 B&lllt Co.U .. ioMr tor 1oeM 
to .Joi.Dt Stool< LeAd llel*a ot whi<>b t61i,OOO,OOO prob.lllr will DOt 

.J>e required. lboll14 aliT ot thea• be.al<a .;a tob<i"rrow tbe RPC 
coUld aiDo lo..,. to tb ... 

We are utborbed to puroll&ae oblil&tiou ot the 
Federal Depodt llulur- Corporation, our bol41D&a DOt to ex• 
o .. d $250,000,000 &t m:r ttaa. Dl&t corporation 1a &lao &~~ti>or• 
bed to borrow el..-a.re ud it 1a dollbtt\ll U w will ''"n be 
o&llecl upon tor ~ pert ot thia ._, b.,....,.r, I clD DOt ppat 
•_!!!0•11'»1 tb• itea, but •r•l¥ o&ll 1t to 10ur &ttentioa. .... 

!bert 1a a rnolTin& tlmd ot $10,000,000 &T&Ueble tor 
i.Doreu .. in o~it&l ot Re~ioD&l Acr1ollltur&l Credit Corpora­
tiona 8\iljeot to o&ll b7 the l'&rll Credit Adw1D.iotration. !,.BL 
110 nuon whr tl!ia i tea oo11lcl DOt be ouoell!cl • 
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.. •r• uatboril!cl by the ... r,enoy rara llortc&&• .Yt 
approftcl !.la.r 12, lllaa to &clftllO! $6,000,000 to u.. reo~tioa twul 11pon 
requ .. t ot the a.ortt&r7 ot the Interior tor o~l!tion ot projeoh 
authorl,aecl or a:Dder ooutruot1oll at t!bt t'• t:hi• M\ wu apprOYed. 

We are directed to lift 'tlll&te.,.r a- to U>e ~r&l .,.._. 
1JII ~be~~· to ovey out tbe prcrrlaiolla ot i:be 
l&tioual Bo1101n& A,ot, IIDder Title I &lid U of tbia Aot • Jd.&llt be 
called upon tor u -b u I210.0QO.OQO 'llhile ao l1111t&tioa e11ta 
u to ftt1t III. loa natrigt;1pp probably &oul4 be pl_.. upon 
& &atant nquirecl of itle Corporatioa. 

w. etUl b&.., 127,~,!00 ot tbe &atllllt w an required to 
ake aftilallle to tl!! leorttaey of tile frtulll')' to eaable 11.111 to pq 
tor o&pit&l of Federal Boa. Lou BuU. !bia 1o bein& t&ll:lm in 
rel&tift~ .-11 -\lilt• bat lfr, r-.z tldJib it will &11 be M!U4 
proballl¥ durin& Ul! o&lelld&r zear. 

We atiU U... a:..S.lalll! llDO,OOO,OOO tor relief, but 70S 

will p~all~ want to lean tbat ....Uetwll!d. en. ~ :..L 1 

linoerelz, 
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TREASURY DEPARTMENT 171 
INT.Jt O,.,C& COMMUNICAT'tON 

DAft J'O~ I, 1831. 

To llr. ~ 

,_ llr. Coolldp 

Utor _,. \&lk LA ropr4 to l ... Atnc apacloo I vlo4 to clarU7 .,.. 

llln4 liT \b1n!dac of polloloo 1A._l.,..4. U .... to • \buo u-. tlft 

pol.Gh ou 'llhloh w olloU4 t;lft \boacll\ \o pollq1 

(a ) CuULAc off 'IIDDoo414 ... \borlaaUOD of louo ... \borl .. 4 liT 
Ooncrou; 

( 'b) BodaoUoo 1A ln41AC pollq aow ooo\111plato4 liT \bo apaoloo; 

( c ) Po oolblo rodMo\looo l.G adaiolotratlft oxponooo; 

(4 ) Boore&Gla&\loo of \bo osio\1DC ootdp of tho corporatlooa, 
or booldteepl.Gt; \raoatoro 1A \bo •lho4 of obowiDC ozpaooo; 

( o) 'fba qu.eoUoo of Uq..t4aUoo of aooUo cow bel4 'b7 \bo 
Qoyo~a\ . 

Ia \bo oaoo of ( a ) \biro lo ao q~Mo\loo llll\ tba\ baaYT ouh oaa 

'bo M4e 1A ... \boria&UODI aa4 o8piClallT lA tbo - of \bo IIDLO . 

Ia rocar4 t o (b) \bo ohiof ~U~~~~l• I ....U4 roc-a4 wou14 'bo 

which IIlLO lo ao• oootoooplaUac opoo4la&· 

I n rocar4 to (c) tblo lo a pro'bl- for \bo lla4cot lluro ... . •4 I 

IID4orotoa4 lo bolDC baa4lo4. 

In rocor4 to ( 4 ) TOll c-t ia\0 croat ooooplloaUou. fb.oro lo GOtblDC 

~4lah to 'bo lal.Ao4 aa4 1 woul4 RCIII\ oal'aful ·~ loolr1.ac \Oftr4 •• 

• r •lT a ollaaiO LA \bo osll\lDC oorporaUono lN\ conoollda\lou, o\o. 

Io rocor4 to (o) \bo \wo •ia foctoro 110'&14 proba'blT 'bo \bo oalo 
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ef pufarn4 aM* ul tM u1e ot -.o -·•••· 1&~ ,...&~ tM 

uquiuUea et OllflW ...... ..a-. tlal1 ....., ••• t.aw \Ill ...._., 

p1c, 'lll'l • I f11l *' tM ...._., ebnl& atiM 11 Ua f11' 1&Uin.' ....._ 

im eapUal u11'1 - -a li!r \Ill OOtW 1'1 .. , tllell ... Ual U11H 

al>DIIl4 'M Uqd .. W, "' UqdtaW wUil OU'I u4 ~~ U.qdta\i11 M 

..,.., ae ea aMiU11&1 aiKt.ac t.a et \Ill puUa M\\ raU. ~ ..,_ 

UIW \Ill .,... .... , upe11 --·· 

' 
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• 173 

REGO.~TRl'tTION FIN.\NCE CORPORATION 
WA.~DINGTON 

J UU lot .JOMU 
CiiAI IUf- O f",..& MA~itO 

Fe'llruaJT 7, use. 

Flmd8 a-Uable t.o otber 10ftrnaantal aceociee troa tbe 
RrC !Delude t9f ,.ro,ooo t.o the lADd Benlt Co-.!eaioa.r tor loaoa 
t.o J oiDt. St.ock lADd 1!uke ot 11hich J:!OOO 000 Jl'Z'Obo.l>q will DOt. 'tJruired. Should azvo ot t.heae M!d- t.o borrow t.be RrC 
c alta loaoe t.o U... · 

We are 11uthorhed to purchaee oblicat.iooe ot t.he 
Federal Depoait. I oeure.nce Corporat.ion, our bol41Dca not. t.o u:­
ceed 1250,000,000 at ezq tiM. That corpor&.tion 1a also author­
bed t.o borrow ebewh- aud it 1e doubttal it we wU.l ner be 
oalled upon tor ezq part. ot thia aua; howner, I do not ~ 
QADCAlHnr tbe itae, Q!t. eere~ call it t.o Jour attant.ion, 

There ia a rnol'l'inc t \md ot llO,ooo,ooo a..-allablo t or 
1ncreuea iD capi tal ot Recional Acricultural Credit Corpora­
tiona subject t.o call by the Faro~ Credit .Adain.1at.rat1on. I aee 
no reaaon wq tbh itee could not 'be CIU\0&11~. --

We were authorized by the Emersency Farm Mortc•i• Act. 
approYed May 12 , 19llll t.o ed9&11Ce 16,000,000 t o the recluletion tund upon 
rec,ueet or t.he Secretary or the I nterior tor coapletion at project& 
aut.borh ed or undC' cooat.ruction at. the t1ae thie act • s ap.-_:OYed. 

We are directed t.o pn wba tanr wae t.o the Federal Roue­
ill& Ad.e.inht.ret.or he ~ require t.o oarey out. tbe pronelooe ot t.be 

tla t.ional Bou.a lnc .let.. 1Joder T1 t.le I aud II ot t.h1e Act - ei&ht ba 
called upon tor u aaeb as ~000,000 while no lleitation ex.i~ 
J..LJ<> T1tle_1.U.• Soee reetriction probn~ s hould be plAced upon 
the aanmt rec:uired ot t.he Corporation. 

We a till ban $27,406,500 ot t he &IIQunt we are ••equ.ired t.o 
aka anllable t.o the Seeretar., ot t.ha TrNIIU%7 to -ble hia t.o P&J 
tor capital ot Feder.l Bo .. Loan Banb. Thb 1e be1Di taken in 
ralutin~ .-11 uount.a wt. Mr. Faber thinka it will all be aeeded 

~~ durinc the calendar 7_!;&r· 

we etUl ban e-Uable llOO,OOO,OOO for relief, wt JOU 

wU.l probe~ ant to lean that undiat.urbed, .9_r ua~ 

SiDeare~, 

(Signed) Jeaae H. Jonea 

Cbairan 
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February 10, 1Q36 

The Secretary epoke to the President about K. P. 
Chen and the Pr esident aaid O.K. The President alao 
told HU, Jr. that he does not have to take up with the 
State Department the matter of Chen's coming here to 
diaouaa China' s monetary problema. 
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.. ....,.,.,. ..... 
CONFIDENTIAL 

NAVY DEPARTMENT 

O••,o • o• N.t.YA.L IlfTaLLaos~ro• 
WA.8BIJ(OTOJt 

10 February, 19J6. 

M7 dear Mr. Secretar,-: 

175 

Tbe followitl& 1a a paraphrase of a message received in an­

sur to ~ request about K. P. Chen:-

"The gentle-.n baa an excellent reputation in foreign Chinese 
circles. Very recently baa been elected Cbairaan of Chinese­
American TriOde CouncU. Has no desire for publ1cit7. In tact , 
avoids it. lie h1111 no fixed political affiliations. He baa drawn 
cloaer to Chiang Kai Sbek re~ently and 1a 110re trienclly 1r1 th h1a 
than in the paat. Ria int!u.te friends are tro• tba prcllinent 
local b&Jlkera. Ria closest triend ill T. n. Soong, brother ot 
T. V. Soong.• 

I bopa this will llll81<er ,-our require~~ents. If not, please 

let ae know. 

ll'ith beat wishes , I .. 

Fa.i thtully ,-our a, 

j lc4.6-;: 
~ton, 

Captain, U. s. !av,-, 
Director of !a val Intelligence· 

Honorable Heney ltorgenthau, Jr ., 

Secretar,- or the Treaour,-, 

Washington, o. C. 

CONFIDENTIAL 
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COPT 

10 J'a'bruarr, 1936 

rra.a Spa&eDt, Sbenvat, China. 
~o: S.cretal')' of the ~rea~. 

lleuace f~ Jicholeon. !C. p, Chen, ••11-de man of 
humble origin ud ot modnt retlrlnc dhpoaltion. Graduate 
of Saint John'• Un1Tara1\y, ShaD&hal, received degree 
11ninrdty of Pennq1Tan1a 1n 1909. General manacer Shenvd 
c-erciel and SaTlDCI llllllk dnce 191G. Be 11 practical 
llaDk:er of lOIIC &Jq>erlenca, hal pro'be'bl¥ contrl'bo.ted 11ore 
towar<U IICilernida,: ed weatarnldJIC Cb.lnaee 'benldiiC aethode 
than ~ other local 'baDkar and pro 'be'bl¥ 'I.IDdara tande 'benld. DC 
1n ih relat1onah1p to eeonoale pro'blllll of China 'better than 
~ other. Standa at or near the top cone 'ballkare 1n ClUne 
u d i a eonaidared the moat honeat, 11Dcara aDd. 4ependa'ble of 
the proalnnt local 'banlalra. Unl1a moat of the othera in h11 
line of ~1De11 he hae generally 1oucht to avoid political 
att111atione, yet hh importuce 1n 'banld.ll& oirolel hal 
neoe1aaril7 ct•en h1a political eontacta. Be baa a 1ound 
knowledce of Ch1ne1a pol1 tica bu.t baa r-lnad a1ant1al1¥ 
in4ependeDt ot all political~~ and i1 not pol1t1call7 
•'b1t1ooa. In -:r oPinion, from the Tlnpolllt of the 'hea1UJ7 
Dapartaent, he 1hcmld be aa dallra'bla a aelectlon a• ocmld 'be 
made. 'lh1la not generell7 reputed to 'be uti-Japan•••· l • 
l&tiltied he 11 eo 1n tact and that he h pro-American. .t.ae G6. 
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COl i 

rebruar,r 10, 1936 

rr•a Spacat, !lhen«be' . China. 
1'o 1 !be Secreta17 o! the 1'reamry. 

llnaaca !rca l'ro!euor Jlw:k. lt. P. Cba !&ala ~~ecaaaiv 

ot aeU11Jic d.i!!eraneea with Japan and raeoczlisillg her u a 

nei,shbor. He b neither pro - nor anU-Japanne. He h 

practical, baa bad experience in c-roial banld.JI&, and waa 

!oremoat IIDOilC llenkera in reoop111114 n-uiv !or preaent 

new aone iary pol1e;r. .Uihoucb teehn1cal17 not atr OD& in 

aonei&r;r t1e1.4a, be 1a probabl;y moat !eaaible peHOil. 
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CO PI 

h'onlall7 10 , 1936 

llra , ~atlloan 1 

Jrc.a llr. Lochhead, 'l'eohAlcal Anilt.nt. 

Plaa .. tran..t t the following •••a&a to Traa1U17 

At tache I1chohon, Shengh•l , Cb.ina 1 

"Prepare to lana Shen£be1 for lruh1ncton at a'oollt 

the .... Uaa d~rwr• tc. P. Chen. ~· h pr.-

11a1Dal7 not1f1cat1on and official lnatructiona will 

be dilpa tched to 7011 1D due COQ.l'aa. llorca thau • , 
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Bl&cka 

0 OP I 

J'ebNarJ 11, 1936 

Plaaae trana-it the tollowinc .. ••as- to Protaaaor 

8J'or C<lld1den~1al intonation Elm& or Soonc. 

l . P. Chu will be acceptable u <lbinaaa repH-

aantaU"Ye on propoaed rtdt to Ullited Statu 

Treaa~ Depar-.ant. Traa~ recti"Yed -vPltoation 

ot Bank ot China tor tan million dollar• gold troa 

Ucen .. waa granted ~d1atel7. 

Arabie Locbhead, 
'l'ecbllical Anhtant. 
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Pebrusry 11, 19~6 

HII , J !'. told Lochhead today to 1ntona Ambassador Sr.e 
and also to cable Buck, so he 1n tur n could 1ntorm Kung, 
that(. P. Chen would be acceptable to us. 

180 
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February lOth 

The President said~ "I want to tell you about a con 
versation that I had with Marvin Jones this morning" He 
said, "Kervin c811le in and talked to me about taxes a~d said, 
•don't let ' s raise more than 200 million dollars in taxes 
and l et the rest go by increasing your deficit '. The Presi­
dent sat back and then made a speech to me as though he was 
telling me something entirely new and h~ said it with confi­
dence and assurance as though it was a matter that he always 
believed in. He said to Marvin Jones, "in 1934 we had a 
deficit of around 5 billion dollars; in 1935 we had a def icit 
of 3f billion; in 1936 we had a deficit of 3 billion one and, 
i f it had not been for the bonus, in 1937 we would have had a 
deficit of under 3 billion dollars . In other words, each year 
for three years we have had a decreasing deficit . If suddenly 
you increased the deficit for 1937 by 750 million dollars how 

161,_ 

do you expect me to sell any government bonds" . He said, "if 
I was a bond buyer I would not buy any government bonds unless 
the government met its deficit through taxes" . The President 
then sat back and smiled a t me expansively and said, "I made e 
real impression on Marvin Jones and !.!arvin Jones said", •I never 
thought of it in that way, Wr. President' and the President said, 
"I am sure t hat Marvin will go back on the Hill and tell his 
friends about his conversation with me and I do not look to much 
mor e trouble of that kind from that source" . 

By that time I wanted to go over in the corner and hide 
my face and grin but instead of that I sat back as though it 
was an entirely ne" idea to me and I said, "you are perfectly 
right, Ur . President" . 

What has happened in the last eight days since I talked 
to him is almost unbelievable and if he Will only keep on t alking 
and thinki ng along the same lines my troubles are over . 
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February 10, 1936 

HK, Jr . saw Eugene Black, Jr . , today . Black agreed 
to accept the post of Under-secretary of the Treasury , but 
asked Kr. Uorgenthau to call Kr, Aldrich, of the Chase 
National Bank, to get his permission . Aldrich is away 
and so HK, Jr . spoke to B. D, Campbell , President of the 
ct.ase . The f ollowing is a transcript of their conversa­
tion : 

Hli,Jr : 

B. D. 
Cempbell: 

HK, Jr: 

C: 

!Dl,Jr: 

C: 

BK,Jr: 

And he very gl adly consented to do it and be 
walked in here some time last week with Eugene 
Black, Jr . 

Yes 

tlow, I ' ve had several talks with hilXI and I took 
him over and introduced him to the President and 
the President liked him very much . And what I'm 
doing is to call you u, to find out whether you'd 
be willing to let him have a year's leave of 
absence to come down here and t ake on this job. 

Yes 

Now, I ' ve looked around - there are lots of people 
that I can get that I don ' t want and - but Mr. 
Black seems to have most or the requirements that 
go to fill this particular job and also has the 
very necessary requirement that he can get con­
firmed by the Senate . 

I see . (Laughter) 

\'lhich is 

182 

C: \'/ell , of course, we 'll be very happy to do thlit . 
In fact we 'll do anything we can to help your office . 

rw, Jr: 

C: 

IDA, Jr: 

C: 

BK,Jr : 

Yes 

I think Black will make you an excellent man. 

Pine 
He _ he holds a fine position here and we regard 
him highly 

Yes 
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C: 

Hll,Jr: 

C: 

HM,Jr : 

C: 

Hll , Jr : 

C: 

Hll,Jr : 

C: 

Hl4,Jr: 

C: 

l:W,Jr: 

C: 

Hli, Jr: 

C: 

Hli, Jr: 

C: 

Rli,Jr: 

-2- 1R3 

And I t hink he'll do t he Job in beautifUl shape -

Yes 

The re ' s just one littl e t h ing that you musn ' t do 
and that is you mustn ' t work him too hard . 

Wel l 

He ' s a rather tall delicate fellow and - and if 
he bas to work twenty hours a day too long -

Yes 

It may sort of get him, do you see? 

~ell, I t ell you, I understood that . He ' s been 
very frank with me . But I told him this, and I ' ve 
found this to be true, while t he pace we set down 
here i s terrific men who come here f r om priv~te 
bu5iness - it doesn't seem to get t hem as much as it 
does when they're working with t heir own money, 
so to speak. 

Well , I t hink that may be true. Of cour se, Gene ' s 
under a pretty strong s tra in with us . 

I know. 

And it - that may be quite true , that - that he 
won' t feel it any more . 

I don't 

We ' ll be very happy to do that for him. As I say, 
I ' m sure you' re gett ing a good man . 

Well 

We' ll hate t o lose him here~ but just the same it ' s 
1n a good cause. (laughter; 

Wel l that ' s awfully nice , and he di dn ' t want to do 
anyttting unless you felt perfectl y happy about it. 

Well, we do, absolutely . In the f irst place, it ' s 
a grea t honor for Gene, I think he can fill the job -

Yes 
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C: 

Bli, Jr: 

C: 

Hll,Jr: 

C: 

Hll,Jr: 

C: 

BV, Jr: 

C: 

HJ.I,Jr: 

C: 

Hll,Jr : 

C: 

l:lli, Jr: 

C: 

l:lll, Jr: 

C: 

-3-

- we' d love to see him have it . As I say , the 
the trouble we ' re put to here is very second 
rate considera tion . 

Yes 

But the only point that I have at all is I 
say take rood care of hio as far a~ his health goes . 

184 

Well, I ' ll do that and - what I ' m going t o do is -
I'm - I ' m not going to - I ' m golng to keep all 
the paper work away from him 

Yes 

and let him concentrate on the Government Bond 
Karket . 

Well, I think that would probably be a wise th1ng 
to do. 

And 
it' s usually 
another way . 
of it myself . 

Yes 

we could handle the paper work -
bogged down the Under Secretary 1n 

As a matter of fact I've done most 

And - so he could just think about one th1ng -
and that ' s Government Bonds . 

Fine - well, we ' ll be very happy to do that . 

Well, I appreciate that . And he - he wouldn' t say 
"yes" until he had seen you -

Well -

And he ' s coming in t omorrow morn1ng, I think, to 
see you. 

I see, well, I ' ll be glad to see hi~ . As I say, 
Kr . Secretary, there i sn 't one t hi ng in this p1cture 
except his o1m physical side . ,· 
Well, I'll do the 

And due to the fact t hat he is tall and fairly 
delicate why of course he hasn' t got the stamina 

Regraded Unclassified 



IDl,Jr: 

C: 

-4-

or - Jesse Jones. 

No (laughter) no. 

(Laughter) all right , 

185 

flli ,Jr: Now, if you come down to Washington, give me a 
ring beforehand and I ' d like very much to sit down 
and have a chat with you. 

C: 

Hli , Jr: 

TI1ank you, so much , I ' d love to do that . 

Thank you , goodbye. 

B¥,Jr . also called up Senator Russell of Georgia and 
told him that he was taking Eugene Black, Jr ., on as Under­
secretary and asked whether he would not be good enough to 
take him around on the Hill on Friday , when Black will 
come down again, and introduce him to Senators Fletcher , 
UcAdoo, Couzens and others. Senator Russell suggested that 
Ur . Black should see Senator George, who is the senior 
Senator from Georgia . HY,Jr . then called up Senat or George 
and made a similar request of him . 
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February 10, 1Q~6 

1-W, Jr. today told Coolidge to turn over the buying 
of the Baby Bond booklets to •dm1ral Peoples and let h1a 
handle th1s, the same way he does all other purchasing. 
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llonday 
February 10, 1936 

IT:J ,Jr: Hello 
Stewart 
~cDnnald: Good morning, Kr. Secretary _ 

BM,Jr: Is this Stewart »cDonald? 

lieD: Yes 

HM,Jr: How are you? 

lieD: Fine 

HY,Jr : Di~ that loan go through for the housing proJect that 
Judge Manton was interested in? 

lieD: Not yet 

mi,Jr : It did go through? 

MeD: No, no, not yet 

HM,Jr : It has not? 

~eD : No, we're still studying it. 

HM,Jr: Well, now it has not yet gone through? 

McD: 

HU, Jr : 

lieD: 

IDI, Jr : 

lieD: 

HM,Jr : 

lieD: 

Hll , Jr: 

!.leD: 

H:l,Jr : 

No, it has not . 

Well, do you happen to know who they ' ve appointed as a 
renting agent? 

Brown, Wheeler and 

Brown, Wheelock? 

somebody 

Yes , that ' s my understanding. 

I see, Brown, Wheelock? 

Yes 

Yes 

what's that firm? 

They • re coming down here - the bankers are coming down 
here this week. 

I see. 
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lieD: 

!DI,Jr : 

Here to Illinois 

Yes 

-2-

lieD: We ' ve had - given it an awtul lot of study - it ' s a 
it ' s a great big problem - we don't want to make a mis­
take on it . 

HM, Jr : We~l, is it the usual thing that they take on the renting 
agents before a building is even built? 

lieD: Well , I don ' t know whether it is or not we inquired 
who is going to have the management of the property and 
they said that Brown, Wheelock were going to have the 
management . 

Hli, Jr: 

\leD: 

llli, Jr: 

McD: 

Bti, Jr: 

!leD: 

llli, Jr: 

lieD: 

HU, Jr : 

lieD: 

HLI,Jr: 

WeD : 

BM,Jr: 

I see. 

- Whether whether we have any right to specify that 
or not I don ' t know. 

Yes 

We certainly would have the right to - to say that certain 
other people would not be satisfactory . 

Yes , now can I say somet hing that ' s absolutely between the 
two of us that nobody else 

Absolutely - absolutely 

Well the reason I am calling is I was told , and that ' s 
what worried me, that they had appointed William A. 
White and Son. 

Oh, no, no 

What? 

No, no 

And if that was the case I wanted to I couldn' t 

Oh, no I wouldn ' t have them anyway on account 
of connections that you know about 

Right 

And , furthermore , we've asked for some appraisal work to 
be done and we've refused to take that firm on that sUit 
account . 
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mt,Jr: 

KeD: 

IDI ,Jr : 

!oleO: 

IDI, Jr : 

J.!cD: 

IDI, Jr : 

llcD: 

-3-

I see. Well, that's the reason I called, but I was told 
positively that Will iam A. White and Son had been pro­
milled the business. 

No - don't we're more astute than that. 

Well, now, that's strictly between the two ot us 

Sure, sure 

You bet 

O. K. 

All right, much oblidged, thank you. 
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187 
February 11, 1936 

At the 9 :30 starr meeting this morning, UcReynolds r e­
ported t hat the Secret Service bl ll haa been redrafted in 
o~der to meet the obJections whi ch the Narcotic groupe put 
up . He said t hat the name has been changed to •Treasury 
Agency Ser.·ice,• instead or •secret Service Agency. • HU,Jr. 
did not like t he new naoe at all and insists upon the naoe, 
'The U~ited St a tes Secret Service Agency. • Then, he said, 
the various bureaus could be listed under the United states 
Secret Service Agency , such as tlarootic Bureau, Alcoholtax 
Unit , et c . Ur. Oliphant stated thnt the State Department 
will go up on the Hill and bl ock us because t hey obJect to 
the name, United States Secret Service Agency , whereupon 
HU,Jr. told Ur. Oliphant to draft a letter to Secretary Hull 
telli ng him very plainly •to keep out or the Treasury business. • 

HU, Jr. told the group that Bell made the suggesti on, 
t his morning, thst when we have worked out a cethod or paying 
the bonus t hat we ought to call in General Hines, the chairmen 
or the Committees and a rew others and out line our tentative 
plan . It would then give ~em a chance to r aise their ob­
Jections and not bl ock us l ater on when the thing comes up 
on the Hill. 

Ur . Grimm reported that the Presi dent is now ready to 
talk to him on the National housing policy and that he, Grimm, 
had asked the White House to invite Bob Wagner to this meeting. 
HU,Jr . told Orlmm that he wanted to be present at the confer-
ence . 
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Yebruary ll, 1~~0 

At Senator UcNary's dinner las~ n1ght I met Senator 
Ba1ley. He pushed me 1n a corner and aa1d, "Why didn't 
you say ~hat the bonus would be terrible and, 1n that way, 
glve me an excuse not to vote ror 1t71 I l4ughed and said, 
"I did all I could, Senator, and also wanted to keep faith 
wlth lilY soul. 1 
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February 11, 1938 

I have come to the conclusion that the way to pay the 
bonus is to begtn to sell $50,000,000 ot Bille each week 
t o come due on the 15th ot December. 
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The reason tor this is two-told. One, that we really 
do not know bow much money we will need to cash the soldi ers • 
bonds and therefore we might pile up too much money; second, 
by borrowing $50,000,000 a week, it means that we will have 
to sell lees notes and bondo at this t i me , and when the 15th 
ot December comes around we will know t o the last dollar how 
many bonds the soldi ers cashed and can then get out and issue 
for the exact amount. 

Looking at it from every standpoint, I thLnk it is a 
grand idea. It happens to be mine. 
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W, R, 
Burgess: 

HU, Jr: 

B: 

HII,Jr: 

B: 

Bli , Jr: 

B: 

H:.l, Jr: 

B: 

ffii ,Jr : 

B: 

Bli , Jr: 

B: 

lll.t ,Jr: 

B: 

Bloi , Jr: 

B: 

HII, Jr: 

Tuesday 
February 11, 1936 

l ea , sir 

I've got what I t hink is a swell idea. 

That's fine. 

I admit it . 

Good 

I want you to think about it and I'd like you to talk 
to George about it . 

Yes 

I walking down with Bell 
whatsoever how many - how much 
need to pay the Bonus. 

Yes 

we have no idea 
money they ' re going to 

Now, I got this thoueht, that we begin to sell fifty 
million dollars worth of bills each week due December 
fifteenth and when we do it that we announce that 
we're going to do it and continue to sell through 
the summer until we've raised enough money in this 
way to pay for the bonds , or the Bonus bonds that will 
be presented . Then on the fifteenth of December we 
will know exactly bow ~ucb we ~~uld need and at that 
tima we ' ll cash these I mean we'll convert them 
into a bond for the exact amount for the Bonus , see? 

Yes, yes 

Do I ~e myself plain? 

Yes , I think so . 

I mean -
lot , see? 

Yes, I see. 

the figures that we get are all over the 

AI a matter of fact the epplications are coming in 
very slow into t he Veterans ' Bureau. 

Yes 
Jowii soae say we need a billion, soae say we need a 
bi ion and a halt . - I don't know, I don't ~sy we'd 

·-... 
~· 
"' 
.J: 
~ .... 

f,. 
• 
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B: 

HM,Jr: 

B: 

Hll,Jr: 

B: 

BK, Jr: 

B: 

IDI,Jr: 

B: 

HM,Jr: 

B: 

IDI, Jr: 

B: 

Wi,Jr: 

B: 

HIJ, Jr : 

B: 

HM, Jr : 

- 2-

r a i se it a11 through billa, but ~e could rai se it -
have them all come due on the fifteenth ot December 
IIJ'Id then get out an issue which would be known as a 
Bonus 1s sue. 

Yes 

See? 

Yes 

I don ' t expect you to say anything, but I would like 
you to think it over . I'm quite enthusiastic about it . 

That is there's an advantage in your point of view 
in having a - an issue that you can - that you can ear­
mark . 

It would be a great advantage . 

I see, yes 

A great advantage, and then , instead of trying for in­
stance, to go out on March fifteenth and June fifteenth 

Yes 

- and pile up a big cash balance, which we may never 
need 

Yes 

And it cuts down our borrowingsfor notes and bonds 
I won ' t have to borrow nearly as much-

Yes - yes yes 

And tben on the fifteenth, whatever it is we'll get out 
an issue at tbat time . 

Yes - yes yes 

Now ror instance when I first spoke to Bell this 
•o~g he said, fwell, wa need seven hundred and fifty 
million cash on the fifteenth '. Well, if we did it 
this way I don't think we ' d need over five hundred . 

Yes, yes 

You see? 
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RII ,Jr: 
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B: 

Bli,Jr : 
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Yes 

And it would cut down what we have to sell in notes and bonds considerably . 

Yes 

And it ' s a much more accurate way to do it. And by the 
fift eenth - by the first or December we ' ll know to 
the last dot how many bonds have been cashed. 

Yes, yes - yes . Well , l et me turn that over. I 
think it has merit. 

Don ' t you think it has merit? 

I think so , yes 

And 'lotlat - and then when I do it I'd announce the 
reason for it . 

Yes, yes 

You see? 

Yes 

I ' d say this is my reason - nobody can tell how much 
money we'll need, but on the fifteenth of December 
we'll know. 

Yes, yes - yes I hadn't realized that it was im­
portant to earma:k tha t money especially. 

Well , I want to earmark it for t his reason my thought 
is to get out an issue which will come due every year tor 
nine years . I want to sell a one y~ar , t5o, three, 
four , five, six, seven, eight , nine year piece of paper, 
see? 

A serial bond? 

Well, it won't be a serial bond . It'll be in separate 
issues. 

Yes 
And then mark them as the Bonus issue . In each year 
there'll be a couple hundred million dollars of these 
coming due. 

Regraded Unclassified 



B: 

l!li,Jr: 
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Yes , yes 

And each Y~tar the peopl e will have to know that that is 
what it costs to have to pay for the Bonus . 

Yes 

And I think it will have a wonderful psychologica l 
effect. 

Yes , yes 

See? 

Yes, yes 

I mean - so much money each year will come due and 
we will haveto raise t axes to pay for it and tha t is 
wba t the Bonus cost us and they won't forget it . 

Yes 

If it - if it's sort of melded i n with the general 
things they 'll lose track of it . 

Yes, I see 

You see what I mean? 

I see t he point, yes 

I mean, this i s all ~ own s tuff and (Laughter) 

Yes (Laughter) 

And I don ' t want to get too enthusi astic about ~ own 
idea 

(Laughter) 

But I'm shooting it to you to think about and talk 
about . 

All right, that' s tine 

But you can see, if this thing just becomes a general 
part or general issues people will forget about it in 
t hree months . 

That's right, yes , yes . There • s a point in that. 

Regraded Unclassified 



l!lii, Jr : 

B: 

lni,Jr: 

B: 

Hloi,Jr: 

B: 

llli,Jr: 

B: 

llli,Jr: 

B: 

l:lli, Jr: 

B: 
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What? - There ' s a big point 1n it, - Burgess . 

Oh, yes, there's no doubt about that . 

And it relieves me, with all this talk and all the 
political stuff which is in the air, of raising about 
a billion dollars less cash . 

Yes 

I mean, through notes and bonds . 

That's true, yes 

You sae? 

That's true . 

And nobocl.y can tell me within f1 ve hundred million 
dollars how much we 'll need . 

Yes, yes - yes, yes 

You think about it . 

All right, sir, fine , and I ' ll turn it over 

Right 

And l et you know. 

Fine 

Goodbye 
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February 11, 1936 

On Monday, t he Secretary asked t he President t o make 
an announcement to the effect t hat t he Budget 1s making 
a s t udy or how to cut down on expenditures. HU,Jr. wanted 
this to be a follow- up or h1s stat ement or las~ week on ~he 
same subJ ect . The Pree1dent turned the Secretacy down and 
said he d i d not want to make another ann~uncement . 

However, t h i s morning HU, Jr. cal led Steve Early and 
asked him to urge t he Pr esi dent ~o make such a statement 
and the following i e t he announcement that came over the 
ticker at~er the Pres1~ent 1 s prees conf er ence today: 

\7CNS110 
PRESIDENT ROOSEVELT R£1/EALED TODAY THhT GOVERNLIEUT 

AG:llCIES ARE ATTACKING THE PROBLEJ.! OF FEDERAL EXPENDITURES 
FRO:.! THREE AUGLES . 

190 

t:R. ROOSEVELT OU':'Lll~ T:-!E DIRECTI ON OF r.-IS C:J:'FE:ru:ICES w:r,; :i:::ADS OF GOVER!l".E.!T LE::D:CIG AUD S?E:mr:;G AG:ZICI ES AS 
FOLLOWS: 

I. EXAlliNATION OF VARIOUS AU'i'HORIZATI ONS OF APPROPRIATi alS 
W'1IOH VI ILL NOT BE USED A1® CA."i BE CAHCELLED . 

2 . EXA!Il!JiATI ON OF VARI :JUS A?PROPRIATIO!fS OR AUT:'iORIZATI ONS 
IV"'IOH IVOULD EFFECT A SAVING OR A REDUCTIOH I N THE ? UBLIC DEBT. 

3. A??ROPRIATI O!lS WHICH \VOULD HAVE AN EFFECT 011 THE ACTUAL 
BUDGET OR THE DEFICIT. 

tlR . ROOSEVELT SAI D Ti{.E STUDY WAS BEING CARRIED OUT 
SIL!lJUA!fEOUSLY WITH THE BUDGET DI RECTOR m ALL T:iREE DIRECTIO~~S 
DAILY REPORTS ARE SEI!'G RECEIVED . 

HE SAI D THAT W"o{ I LE 1:0 DEFIXITE DEADLin: HAD BEEN SET FOR 
!HE REPORTS HE FELT THAT I NSIDE OF A WEEK HE WOULD ~.AVE PRETTY 
GOOD Ili'FORllATI ON . 

• 
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February 11, 1936 

At the g ; 30 meeting this morning, at which were present 
UcReynolds, Haab, Bell, Upham, Oliphant and Gaston HU Jr 
asked Ur. Bell to prepare a correct offi cial picture showing 
just how t he Budget has been affected Since t he Pr esident sent 
it up on t he Hill. Included 1n t his report he wants shown 
how much new m, ney it will be necessary to raise by taxes . 
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He wants this report ready so he can take it to the White House 
t)morrow morning at g o ' clock . 

In connection with the passage or the Deficiency Appro­
priation Bill, which carried an i tem of $296, 000,000 tor 
benefit payments to farmers who complied with the 1935 acreage 
control contracts and some who gave partial performance under 
the 1936 early plantings , HU,Jr. asked Bell t o l et him know 
when these payments are oade and how f as t the money goes out. 

HU,Jr. told the group as follows: 1 As Secretary or the 
Treasury I have a mandate f rom Co~ess to have the bonus 
bonds in t he hands or the veterans by June 15 and even if it 
baa a bad effect on the bond market, I will carry out their 
wishes without any "phenagling• . I am making thi s statement 
to you men, because I want a cl ean- cut understanding on t hi s." 

He a l so called Col . Ucintyre and told hi m that several 
of t he paper s carried the story on taxes to finance the agri­
cultural program f or lg36. 6 Pat Harri son,•he said, 1 i s very 
sore. we know t nat these st or ies have been coming out of 
t he Department or Agri cult ure and unless Wallace or hi s people 
atop talking, we are going to get into a Jam on t he Hill Just 
as we did l ast year • He also told Ucintyre that •ther e i s 
absolutt l.y no reaso~ why Agriculture should be reeding tax 
st ories t o t he press .• 

Hl!,Jr. a l so made the suggestion to !.icintyre t hat Secre­
taries Roper and Ickes be invited to the meeting when t he 
President discuss es the Nati qnal Housing Program with Grtmm. 
Ucintyre felt that no one but Grimm ought to be present at 
tbe meeting. HU,Jr. then told Ucintyre that, confidentially, 
Grt = 1s leaving on J.!Arch 1 and 1n view of that fact he felt 
that he , HU,Jr. , ought to attend. 
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February ll, 1930 

George Harrison came in and sai d he was givlng a 
dinner tor Coolidge ~ext week and was i nvi t ing all the 
ex-Assistant ~ cretariee or t he Treasury since 1914. 
He said , "I aJ· having Lew Douglas, Sprague and others, • 
and asked the Secret ary it he would oome . The Secretary 
repli ed that he would not "break bread• with Lew Douglae. 
Harrieon then said that he would be delighted to cancel 
the invitati on to ~ew Douglas , but HU,Jr. said, "Don ' t 
bot her; I really do not care to oome. • 
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February l3, 1930 

Pursuant to HK,Jr'a inltruotiona ot February 11, Kr. Oliphant 
prepared a letter to Secretary Hull on the state Depart.ent'a 
aoti•i t iea 1n lobby1ns agatnat the !reaaur,•a bill oonaolidatin& 
ita police acti•itiea. !he Secretary thoU&ht the tone ot the 
letter waa a little too •••ere and deoided not to aend it but 
tnatead oalle4 Secretary Hull on the 'phone. lfot beinc ~la to 
reach Kr. Hull, lle talked to Kr. Phillipa. 

Kr. Ph1lllpa explained to the 8eoreter7 that the State De­
partment 's obJection to the bill oonoerned on11 the Bureau ot 
Narcotioa and aaid thia obJection was baaed on the Preaident•a 
wishea, aa oxpreaaad 1n hia atatement ot April ao, ~33, that 
he did not want tllet Bureau abol1ehed or aerged nth an,y other 
Go•ernaent activity 1 1D •iew ot the tact that we auat reapeot 
our treaty obl1f!tiona. 1 Hll,Jr. waa ahooked beoauae, aa he 
told Ph11Upa, I ohecked th1a bill with the Preaident betore 
we went ahead.• 

!he Secretary told Phill1pa that it ia nry diaturb1D& to 
have the state Departaent end the treasury take oppoaite aidea 
on a bill up on the Hill and auggeated to Mr. Phillipa that he 
send tor Fuller and queation h1a about hie acti•itiaa 1n op­
poatn& the bill. Phillipa replied that ainoe 1t ia purelY a 
miaunderatand1D&, but ainoe the aiaunderatand1D& exiata, 1 1 
woUld euggeat that you oall Congre~aman Doua)ltoo and poatpene 
the hear1n& which ia acheduledto take place on Monday. Th1a 
will at.e v.a an opportunity to get together at the ~~eet1n6 wh1oh 
you are call1D& tor 11 o'clock that day . 1 

llr. Fuller ot the state oepartaent will be at thia aeatin& 
on Monday with repreaentati•e• ot the Treasury. Alae preaant 
w1ll be aembers ot the Opiua Re .. aroh caa1ttee ot the r oreip 
Pelioy Aaaoo1ation, wholil D&lllea were aiJ86eated by the aecretary 
ot the Committee, Mra. Moorhead, who will alao be preaent. 
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• THf: SIECRETARY O f" THE TREASURY 

WASH I N GTO N 

(DIW"l': NO'l' SENT) 

~ dear llr. Secretary z 

It would, 1 believe, reduce SOM of Tau'r and "'¥ probl-, 
and would Certainl.J' be hel pful to the Adeiniat.ra.tion, if we could 
develop a mechanism ror avoiding conflicts bet~een our Depnr~enta 
before Comaittees or Congress. 

I have in aind two incidents or this sort, where the 
Treasury Department prepared and subodtted to Congress legislation 
dealing with JD&tters or pri.luary concern to tbe Treasury, the Treac­
ury thereafter bein& infonaed b)' •eabere of Conaresaional Com­
mittee s that the State Department ns opposed to certain .features 
or such legislation, such opposition havinc been expressed after 
t he Treasury's views on SllCh legislation bud been tully presented 
to the appropriate 11811bers of tbe staff of tbe State Departiaent. 
This happened in coonection with the bill to establish Custou 
Eh!orcelllent Areas, and is now hsppenina 1'11 th reference to leaiala­
tion to prevent tbe importation or American type ... hiskies from 
Canadian companies whose bootleg operations were in gross violation 
ot our intemnl. rovenue o.od customs laws, althouah Assistant 
Secretary lloore laet SUJII,.'Der told us that he withdrew all obj ections 
to this legislation. I 1111 now tearful it will happen in connection 
with Trea!JU17 legislation for reorganhin& ite Intelligence Service, 
even though tbe aatter ho.s been gone over very tully with your llr. 
Fuller. 

llould it be possible to arrange that obJections to Treasury 
legislation originating in your Depart<tent be brought to your at­
tention before they are presented to !A(lmbera of Congress , in order 
that you and I ~ ho.ve an opportunity to discuss the matter a.nd see 
if we cannot come to an o.areement on it? 

Very truly yours, 

Secretary. 

The Honorable , 

'fbe s.m-.t.ary of Stete. 
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I11 repq rotor \o 
n 

(OCPr) 

hbJ'UU'7 12, 1931 

leterr1JtC \o CIQI' hleph011e ooanraaU011 of 

k41!r, I aclo .. herewith a Ot¥f!T ot ihe -nullba 

to which I rat erred, cl•lillc w1 th tho 1'reu1U7 

leoro\ hnioo Beor•DiaaUoD. Bill (B.R.10686) aJIII. 
..-

1h rol&U011 \o tho or1Qlaa\1o11·ot tllteiuUoal 

oooporaUo11. \o nppro .. \he alnlao ot aarooUo draCo• 

Slllooroq 70111'0, 

lol OCJI!W'T.T. IIDLL 

-.oJ.onrol 

-.on.,... 

IIIII ao.rdl.o 

._,. llorpiiUIAU. Jr, • 

s.or~ ot 1bo tr, .• ..,.. 
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(OOPt) 

Dmaic. or rAil UftDI ur.uu 

"¥1*1!!!1 

hbn&U)' 12, 1936. 

PliOl'OSKD .&BOLISIIID! Or Till JUUltr or IWICOriCS A11D '1'B1 
'fUIIS7D OJ' l'l'S l'lliiCfiOWS '1'0 '1'D 8101!1'1' SIRTIOW Dll'ISIOW 

or '1'BI 'J'IIIA81!11J liiPAR'!IIII'f 

fr•ty Qbl1•t1oy aa Atttctinc My Propoat4 
lnrMplp\iqp. Qf \ht Mertup Jarcotiqa 

tt'zlW atmtlpa 

Pur~t to a plaD for \U reorpnhatlon of \U 

S.Oret Sardoe, a bill -• lntrod'QOec!. in the HOilee of 

lltlpreeentathea on Jamarr 24, 1936, and hearl~ 

thereon are to be held h the n.....r tuture before the 

Houee 001111111 the OD YIIJ'e and lleane. '1'be bill (IL 11.105116) 

&JIIIr&U}J" abollehee (1) the Bureau of llarcoUce and 

...... raJ. other ac-e tee of the 'lre&RI')' Departr:lent: 

(2) the ott1cee ot Coaaleeloner and D~t7 Camaleeloner 

of Jlarcotloe and other oftlcee 1D the ~-IIQX'J' Departllen\ 

&114 prod dee for the t :ranefer of the t'anOtlone of the 

abolhhecl. aceD01 .. to t he Sacret Sarrloe Dlrlelon. 

'lh1e ~'-eDt'• lntereet 1D the bill center• in 

the quaUoll whether the abolhllaent of the Bureau of 

JarooUoe &114 the aerpr of lh taotlou with tho•• 
of other acellOiee OCIUld reaeonab}J" be oouldared •• 

diareprdilll 
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clhr~~C~&l"'liJIC thia Oon~en\1 a o'bllp\lou '1111411' Anioll 1a 

of tba l&rootloa L!ml\atio11 OoDY111tioa of 1931 or woalcl 

liltel,T 'be rapMicl liT otlulr Oonnanh aa aa 1DdioaUo11 

of a cleol'l&a1JIC illtareat 011 t.Aa :s-n of thAI .... noaa 
OoYenaent 111 oolltrolUDC tba III.I'OOUo traffic a114 oo­

oper&UJIC wl\h other Oon..-h to pr~Y•t II&I'Cotio 

4rac adclioUoa.. 

!he hd of \he 'bill aa 111troclual4, to,et.her wit.h 

\he kzt of the ••Ddlaau \hereto, 111tomall,T _..,tiel 

liT ottioera of \he ~ ~at, baa 'b- aada 

U.. niiJeo\ ot oaretv.l at~ to cllhmille eatller U.. 'bill 

'110'1114 .. ,, \he latter all4 the ep1r1 t of the •roouoa 

L1111taUo11 OoDYIIIUOD of 1931, aDd to aeoertaill the 

pro'ballla affect 'llbioh \he propoal4 oballl• 111 the orpai­

.-uo of lillld 11htrat1o11 all4 watoro•111t WOQld ban 011 

U.. etfecU'f.D.aa of thAI qat• of bteJ'IIAUo~ ooopare­

Uoa. 'buiU vp onr a lOJIC perlocl of 7•~"~• ad 111•\lal, 

- a 1 111 the paat , io 1!1100111 111 the afton to cppr .. a 

the allv.ll of urooUo clrv.po 

'ftla tr•v article •11t1ollllcl reacle aa followal 

8!Jaa •• OoatracU-.: Par\1 .. aball t.a all 
-·~ lecialiUn or ot.hll' aeaiiiiJ'II 1a orcllr 
to 11•• affect rlt.hia their tarr1tor1 .. \o U.. 
prcrrhiOIII of \hh COIIYIIIUOIIo 
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'!be lllcll Coaheou., Paru.. mall tf \Mt' 
~ Mt alr~ 4oaa eo, or•t• a epeobt 114_ 
alahtraUoa for Uaa JIIII'POM oft 

(a) .lippll"tac the PI'OThloae cf the praant 
o-aat1oa1 

(\) leplatbc., wperrlei.Jac ea4 coahollbc 
\be ti'IIO!e 111 cirap; 

(o) Orpah.illc the 1 pip ap1ut 4rac 
a441cUoa, b)' bki.Jac all uatal ahpa 
to p,.....e11t 1h da .... lopaeat aa4 to ellppreea 
\be 1111c1t traffic.• 

'1'he trMt7 do .. DOt datlae the te:na 1 .peo1al lldm1n1atraUca1 

aa4 1 t al&bt lie coatellde4 \bat NlT &pJ107 of thla oo .... na­

ant aatl"QQtll4 w1 th the flmoUoaa requlrllll b)' the tr."' 

could lie repr4e4 ae a 1 .peclal edalniatreUoa• wtthla 

the aeaalr.c of thet h:na •• uee4 111 the tr ... \7. 

'lhtla a4a1tt111C that euch aa 1aterpretatloa llll.pt DOt 

lie 1llltetl&llla f~ a purel7 teohalcal polllt of Tin, 1\ h 

nlla1 tte4 \bat the mora reaao11Lllle aa4 pratarellla Tin h 

tllat \be tara 1 .pao1al adalnietrat1o111 co11t.-platee u 

&pilOT trpaolall7 aad - aa far •• pract1oallla - e>tclual .... l7 

ohar&ll4 w1 th the 4uUea pr .. orlllll4 liT the coiJ'faaUoD. If 

U lie the Jllll'PO" of the propoee4 raorpn1saUoa of the 

Sean' a.rrtoa DlT1alo11 to -1atala 1a that 41Tia1oa a 

lii'&IID or uit UGlaa1Y•l7 apcll4 111 \be part-• of 

\Ita t.ottoae 1111• partorall4 b)' the llaraau of .... oouca, 

u al&bt lie cOIICII4e4 tl:!at noll a plaa wwl4 aa\laf:r the 

raqn1r•at 
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Nq'dr•a\ ot the tnav prmW the 'bii'&DIIh or a1, 

acUoaed were ad.equahq aDd aa.petntq e\atted aDd 

eqllipped to aar17 Oil the du\lee 110w pertoraed 117 the 

Bur- ot llarooUae. But the 'bill i helt do .. 110t eo 

1Jid1aah aDd the aaint~~UZ~Ce ot wah a ~eoi&l ec!etm at~ 

tion would r .. t aereq on edmlnhtrattn aatton, wbJeot 

~ oheDp at NQ" Uae, aDd DOt vpon etatute ao at preeat. 

~t wlllll.d ••• to 'be dttttC\\lt to aYoid appreheuion 

that \he a'boltelaent ot the Bureau ot ~ottae ae .w:b 

and the trueter ot ih tlmatiou ~ \he s.cret Serrloe 

D1 rleioa wcn&l4 ha~• \he praaUo&l etteot ot deatrOTinc 

the d1et1110t1n ah&raoter aDd etatue ot the work ot the 

llureall ot lfaroottoe, .u'bordinaUnc that work to the 

pn-1 aaUrlt101 ot the Searet Ser'fiae Di'fieion aDd 

thua tne'fita'bq hDdiD& to reDder le" ~tallsed, 

d1eti110the aDd etteathe the aothithe ot thh Oo'fer~ 

aent ill ac!etnhhrinc the srootiae lawe aDd in flllttlltnc 

ite o'bli,atione uader the naraotiae tre&tiee. It the 

propo1e4 reorpnhaUon aoocaplhbed nothinc JDOre thaJI 

the a'bolhbaent ot the te:na 'Bilr- ot Jaraotiae•, ae 

the -e ot thh GonnDn\ 1e apna;r ill the acletnht~ 

Uon ot th aarootio lan aDd ih o-r1P a,atut illiai\ 

urootia trattio, thie, in 1helt, pro'ba'bq -u 'be 

caeralq 11lterpre\e4 a• u 1DdiCAUon that the Oo'fenDen\ 

ot 
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of the lJa1 \e4 S\ahe •e placlac 1e .. .-pbaah oil t.be 

t..por\&lloe of \he lliU'COUo prolll- lhn 1i 'b­

geuralq klloWil \hat \he work of the Jureeu of WarooUoe 

•e 'beiliC \raaeferre4 \o a pvaq 1aneUpt1Te apDII)', 

whioh 1e DO\ ill aJIT e\rlet e<mee a lldlo11l1e\ret1Te apDO)' 

aDd \ he pr1D01pal tuDctione of which are either wbolq 

'tllll"ela\e4 \o Darco\ic acttrlUee or oaq 1DC1de\alq 

eo related, t.D4 that \here •e DO loncer aa official ot 

\he lJa1 ted S\ahe oh&rpd exclueheq wUh \hie Govera.­

mat' • ac\hhiee b Mndltug the pro'bl• of D&rcouc., 

\he collCluioll to 'be drallll 'b7 foreip o0'11Dtr1ee illtereeted 

ill \hie pro'bl• pro'ba'bq would 'be \hat the CloYeMDeu\ of 

tile 'Daited Stat .. had .. te.rialq oh&Jiced ih polic,y with 

reepec\ \o the lliU'coUo \raffle aDd wae oukiug lll&llifeet 

a leeeelleol illtereet ill oom'batttnc the D&rco\1o eY1l or 

tultllliug 1\e 11lteraat1oD&l o'bl i.-\ione UDder the eeYeral 

aarco\1oe \rea\1••• 

8aah a oollOlueloll wOIQld ee• \o 'be warrate4 '117 

ooll\rae\1JIC the a'bollehlllnt of \he apD07 of the .lller10&1l 

OonMDau\ eqace4 exoluiTeq with the lliU'CoUa pro'bl•, 

'both looal 8114 tatenaaUoD&l, wi\h the poeiUOA hi\her\o 

tak• '117 \hie Oonnan\, whioh ae larpq reeponel'ble 

for \he a4op\1oa of Article 16 of \he Waroo\loe Lial\a\ioll 

Ooa .... ll\101l 
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ClcnaYetloa reqll.iriac all \he atca\orloo \o •oreaw a 

opoolal a4a1a1o\ra\1oa1 tor \he bettor taltlllDea\ of \be 

\rea\71
• J"U"PO•••· 'rho aotllodo aD4 prooeduro ad<Jpted ll7 

\he United sta\oo tor do•UD& wl\h \b.o urooUo probl• 

wore wU lalom aD4 det1Di \oq apprOYed liT \he reprooa\a­

\bH of \bo ~on.eah parUo1pa\1Jl& 1D \ho coDferoJIOe 

whlob rooulted 1D \ho edopUoa of \be Warcotloe L1llllta­

t1oa CoDYeatloa aa4 \be .uooeaa of the Bureau of Jarootioo 

of \hh Ocn'onaat •• aa bportaat tao\or la obtalDiDC 

\he adoptloa of Artlolo Ui of the CoDYoatlon requiriac 

tho odabU.-.nt of a 1epec1&1 a4a1Diatretion•. 

ID tbia ooDDeOtioa, tho to11owia& ooament, quOtod 

trOD \he Trea1Ur7 Dt!p&l'tmeDt'• letter of JUDO 1, 1933, 

1o r..,rded aa pertlneat \o the queaUoa UDder aonaider-

at10DI 

"!'be aorlO&D DeloelltlOD \o the 0cnw•t1oe 
aaa•bled at o.- 1D 1931, tor the plllpOae of 
conaldorlJl& a plaD to UaU world -ractare of 
aarootlo d.nace, wpd ud waa larpl7 lnetr'IIMJlt&l 
la ba'l'in& 11101'aded. ln the tlul. draft of tho 
Llal.tation Ooanntion, \he 11Dited. Stat .. raetbod. 
of 11a1 ttac tho IIIADD!acturo of aarootlo drup 
&Dd ooatrol11D& \heir diatrlbutioa aa4 aa acroo­
aoat of \he lllp Ooatraotlac Partioa \o oreate, 
UDloao \hq bad alroadT doao ao, a ~ecia1 ad­
alDlotraUoa tor the parpoao of appl71ac \he 
prortalou of \he CoDYeaUoa ud tor roculatiac, 
.apo~ein& aD4 aoa\roUiDC the trade 1D aarootio 
4r11c addioUoa. 0nd<A&btodl3 tbh pro'fiolc.a 
1Boozporato4 1Dto Artlalo 16 of tho OoiiiYDtloa, 
aow ottootlYe •• an 1Dteraat1oaal ob11.-t1oa 

tbr~ 
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\h.,.. raUtloa\lon '117 powera 11lol1141JJ& the 
lllal\ecl 1\atea, oonhaplated. \he .. \UUU...n\ 
11114 ll&intaaooe of a 11..,arate orp!ll.atloMl 
111ll\ 1D eaah OCIWI\17 to deal with the Ulliqu 
11114 0011plex oarcoUo 4%\IC 0011\rol probl-. 

11\ ~ be ae,...ed \hat all ohillsed coaa­
triea reoocaise the prillclple \bat, ae to oaroo\to 
ctracw tor which there h a booa ftcle lledioal aDd 
eota\Uto un, -raoturtoc 11114 \red.e taotUUea 
-.t be allowed. to afford IQftiolnt qw.D\lUee 
of the dr11p tor .uoh uae, forblddiog, howner, 
the uae of theee tacllltlea tor the production 
aDd \raoeter rH])ectbelT ot -. IUl'plua qunU­
\lee which, be log 1ntellded. tor ult iute uae ill 
craUf71nc aDd perpetuaUnc the doe of narcoUo 
dNC addloUon, are colltr&'baDd. lluch, the Depart­
_, appr~e, h the pDer&l PIU'PO•e of the 
LiaUaUoll OOilYellUon. '1'o ateotuah thle pur­
poae a ,.aeral rOCQ.la\oJ:7 11114 polioiac ac-DC7 
h requir.... !he operaUOD ot a eeparah ad­
aillletratbe ~ • .-ach ae that repreanted. 
'117 the hcleral llarcoUo Bweau, equipped. to deal. 
wt\h both perat .. be aa4 proh\'b1Un a~eoh of 
\he pro'bl•, lllhl'WOTD •• th4!T are wt th Deoea­
e&IJ' aeclloo aDd ohemloo-l.,al COilelderatloDa, 
baa diiDOilatrated. the wiecl011 of the eeta'bUU...nt 
u4 the i.ll,ponaoe of ll&lntallllDC this :aw-
ae a aeparate, ~eoialised. edlalnhtraUTe ulllt. 1 

I\ h felt that there C&D 'be DO reaeona'ble doob\ 

that the bill 11114er conaideze.Uoll, U -ted, woW.d be 

r.prded. '117 other &OYenDODta •• a retrocrad• ao.••' 
'tv \he QlHed. Stat... '!hie could hardlT taU to han 

a 41-aclDC effect on world ettorh \o control the 

-uo 4%\IC \ze.ttto aD4 to prwut \he aRM ot •r-
ooUo c1ftp. 

U h \leUwed. \bat the propoeed. -lld!Mnt of the 

bill, tllt-117 nlaltted 'tv otttoera ot the 'fre&ftl7 

Department, 
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~-'· 4ealar1ac ill etteat tbat 110thtac COD\aiMCl 

111 the 'bill ehi:Nl4 lie coutrue4 to rellft'e the Ua1te4 

1\atee ot 1\e ollllp.Uoue 'IUider Article 16 ot \hi 

'JI&rooUoe L1a1\aUoa CoanuUou wov.l4 uot Mhr1al}T 

help the ett•Uou. 2he aere iDCorporaUoll ot nab a 

prorllioll •01114 illdioate the exie\11101 ot a dena))\ whither 

the propoeld 11111 would haTe au etteat 111 4eropUoll ot 

-ttar 1\ would eec to be dittioult to gin effect to 

the propoeld •elldaellt if the lliOIII&J7 COIIaiQ.UIIICe Of 

t.he lltU were to allolhh t.he epeol.&l edaiDhtraUoll 

'lha a tonaer propoeal wae u4e to ••rce the Bureau 

ot ~otloe with a110ther aceDCT of thh Gonn~~~~at, 

tl!At propoeal ... dieapproYad b;r the rr .. uat ill hh 

••orud• to the tbler Secre\a%'7 of Stete, c!.atad 

.April 20, 1933, ill which he etatad that! 

'!here h 110 illtaUon of allolhhiq or -.rgiJIC 
the JQr- ot •rooUoe eepea1al}T 1n dew of 
the tact that we -..t reepeo\ our treat;;r oblt&a­
tiou. r.D.ll. 1 

'!he propoeld 11111, ineotar ae it atteah the Bur•u of 

'JI&rooUo., ~ appear to be 4at1nih}T oontraJ7 to 

tM poe1Uoa tak• ~ the Pree1411lt ill hh ••oraBiba 
allwe qu\14. 

SI.JlOI 
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l1110e the propo.-4 bill, iaeotar ae it aUaoh 

the Bur- of krcotice, would appear to be defilli te)J' 

OOII\ftr7 to the poeition talcen liT the Pr .. ident in hie 

·~ ~'bcw• quoted , u 1e wa .. ted t.hat the 

Preeident'e m•or&Mla and the metance of the ob­

eanaUone eet forth herein be broucllt illforaal)J' to 

\he a t tention of the official• of the '1'reaeuq Depart­

mat who are ooneiderillg the propoeed bill. 

'1'he procedure ~eted above oon\-.platee illfoNAl 

dhcuaeione ri th '!reaelll'7 official• with a 'l'iew to 

reecblng an .,.lcable info~ agre.ment reepectlng 

the deeired .,.endment of the bill without ~ fon.&l 

upreuion of t hh Department'• poeU ion. If the 

'!rea11UJ'7 authori U ee ehould concur ill thh Department '• 

pod Uon, thq would take the nec .. eal)" acUon to effeot 

\ha -llllla•t of the bill and no queeUon would arlee 

ae to av differacee of 'l'iewe be\Wea the two depnrt­

mah. If the '1'reaeuq authoritiee ehould DOt be willing 

to aoquieece in t hie Department '• recommendation, thie 

Departaant would then have for oolllideraU on the queeUon 

of brlncSng the aaUer to the attaUon of the Pr .. idant 

for a dechion. In the eeantl.ate , the '!reeeuq :D.parlllent 

~ be requeted illfoatal)J' to arrange for a poetpone-

aat of the oontcplated hearinge on the bill pending 

iha Preeident 1e deoielon. 
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February lJ, 19~8 

Steve Early called up and told me that Al Rasquln 
(he ' s Collector ot Internal ReYenue tor the t1rst Collec­
tion District ot New York, located at Brooklyn), wanted 
to go aa a delegate trom Long Island to Lhe Democratic 
Convention. I gave ~ permission. 
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Aft er t.he G:30 arovp aeet.ill& waa aorer, BII,Jr. aalted 

Kr. Grs.t, llr. Ol1.PA&Dt. and Jlr. Baa• t.o reaaln t.o diaoua 
t ile UJaor&lldWI prepared by llr. Grlaa, eo\lt.led •aoue1JI& 
POlley of t.he Federal Go~era.ent., • aad par\1oularl7 ~· 
po1nta brougllt. out. by llr. Hau 1D ll1a or1Uoal et.ll4.1 ot 
Kr. Grua • • r eport.. 

"Wkat. I want. t.o at.at.e 1• t.h1a,• t.he Seeret.ar.T t.ol& 
Kr. Gr~, •you.r Job waa t.o ooordinat.e tJa• Federal u uaill& 
aot.1~1t.1ee and out. ot t.4at. &et. for t.ke Federal GoTeraaent. 
a procru wll1oll would t.ouoll t.ko ~ar1ou-&1a4a ot laouiac 
t.bat we are 1at.er.ated 1a aow. rr .. tlae at.&lldpoln\ ot 
t.lle 'l'ro&t\ll'1, I 4e aot. wut. t.o &• •111 t~er 1-ba.D to han 
a reoo-endat.ua aa 1-e Jaow we oan eeordiut.o ~e 37 aguo1ea 
wh1o.b &an to do w1t.a &oueSJI& to4aJ'. • 

Jlr. Griaa'• replJ wae , •we &a~• had aeetta& atter aeet.-
111& and I teel t..b.at. I &an broU&)lt theae aen tr011 t.he n.r1ou 
ageno1ea toget.Aer •• t.u.t. nctw t.here 1a no t.allt et d~~;>l1oat.1ea 
or •~•rlapp1D&, but. it you expeet •• to ooord1Date tokeao 
ageno1ea and out ot the 37 aalte •• I tell you now 1t t&D't. 
be done. • Jlr. Korgent.u.u ea1d, 'I aa not. reoollllltDdill& t.o 
you t..U.t you do t.h.ia. I don't. want. t.o aalte aJI,1 reooaaenda-
t1ona. I want tbea t.o be your•. • 

1 ID the report. whiela I preaent.e4 ot ~e Federal Hout1D& 
policy, • J1r. ars.- explained t.o toke Seoret.&r7, • I d14 ao\ 
ltnow t..u.t. you w&llt.e4 aJI,)' report. on ooord1Dat.111& '-lle ~ar1ou 
ageno1ee. I et.pl1 aet down a &oualng polioy tor t.ae Federal 
Go~ernaent.. • 

Tlae Seoret.ar.T t.ol4 Jlr. Griaa &ow &ard ae hadbeen worlt1D& 
on poea1ble eoonoaiea t.o t.he Governaent. bf out.tln& allooat.1one 
aade to the ~ar1oua lending 86eno1ea and t..bat. lae laa4 put. be­
tore the Pree1dent. a aemorandua wblola aet. tort.a preo1eel1 
wllere 110ney ooul4 bo eand and aotuall7 put. down 1D writ.1J1& 
ble reoomaendat.1one •tr.reepect1~e ot wlloee feelinge he lau.rt..• 
He eaid to 11r. arua, 'A.I tar as ooord.1Dat111& t.he ageno1ea 1: 

. concerned, we are no turt.hll' llhead t.han when you oaae down, 
to wh1oh Jlr. Grs.- replied, 1 Tllat 18 not. eo. • 

,_, teel1n&,' t.he SecretarY ea1d to Kr. Grtaa, "1• t..b.at. 
the •a:T you can beat eene t.he Prea1dent or ae would be t.o 
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rnln wll&t. 7011 are dolJI& &114 .., \laat \la1a 1a pod, ar t.!l1a 
11 bed or t.llle 11 ao po4. • Be &leo elQ)lalJ1o4 t.ll&t. u ~ 
liJ.t reo ... u4at.lona t.o t.lle Prel14ent. of what. we allo1ll.4 ~ 

207 

on t.he Yar1ou leD41JI& aaeao1ee, but. 414 •t. t.ouu • uat1D&. 
He t&ld, •to ao uead &ll4 eq t.ll&t we w1ll launcll a nn pro­
&ru when we 4o not bow where we et.ud 1e r141ouloue. wut. 
11 t.he p1oture of our preeent. eet.-upT I feel t.tat. t.lle Pree­
l dent. 11 ent1 tled t.o bow t.ll&t.. • 11r. Qr~ t.llu expla1J1o4 
ala poe1t.1on. He t&ld, •ro &1Yt t.he Prte14~t. euoh & report. 
11 putt.lD& .. 1A & t.oQ&h epot. . • '!'lie 8ooret.&r7 raarltod t.u.t. 
we aut lL&Te a •woo41JI& out.• proooee now. •t 4o not. t.Jotpk a 
new UU1ll& procraa allould ao nt. &ll4 U'll'e a t'ro&tury label 
on 1t.. J'roa t.he t'ro&eury et.u4polat., I waat. onl7 & report. 
on ooor41D&t.1oa of t.Joe &oatln& aot.1Y1t.1ee.• 
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TREASURY DEPARTMENT 208 

INTP OP'PICI: COOoiMUNICA'nON 

DAft Jelmar7 12, 1936 

Secretary ~/:tu 

llr. Jlau Y/'0 

Ollph&Dt baa diecussed with .. the 11ea0rand1a 

which Gr1• san hb with the J'eClueet that a bill 

be dran. Hie e.nd aT poeition 18 that you can't 

talk about drawing a blll until the Ullderl1ill8 queatiou 

ot policy are aetUed and that Or1-'e IIGOrandua 

neither raiaee all the questiona or policy iDTolved 

nor adequate}J' treate the u.ited n1aber which it does 

raise. 

r or your 1ntormatiOD, prior to the White House 

cOD!erenoe to.orrow, I attach a prel1•h"''7 draft or our 

oriticiaa or ~'a doctaeDt. A rertaed draft wil.l be 

a'fllil.able t or ;you to take to the llbite Bouse to.o~ 

tor the Preeident' e 1nto1"118.tiOD, in case you want to 

li Ye it to Ilia. 
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Commenta on "Rouaing Policy of the Federal OOYernment" 

1. Sl:IIURY 

This memorandwa contdna & Yery auperfioi&l &nd n.gue mlyah of 
<r" 

t he hous1~ problem &.nd & skotc~ , -inly nepthe, atlg&ested prou..,. 

f o r Federal &ction. '!'he author divides the problem into two pe.rta , 

economic and aoci&l. However , no evidence ia given in the memorandum 

of a fU ll approci&tion of eit her the baaio economic or social problema 

i nvobed, althOQgh t he dimonaiona of those problem.o &re appe.rent tr>ca 

& co=pe.rlsen of Ctlrrent housing fao111 tiea w1 th the potential fiel d 

for development of such f &cil1t 1oa. 

Survey& by many public and privet e bediea &gree th&t there exiata 

t oday in every part of the country a serious ahortage of &dequato 

housing for tho fmiliol of Americ&. In many placoa lack of aurtioiont 

houaoa &ppoera; in OYer y pl&ce replac-nt ot ina&nit&ry, badly con-

atructed , and poorly equipped bouaoa creates & T&at need for new con-

structi on. 

The greatest need of tho oountrr ia for houaing f or th&t large 

proportion of tbe popul&tion whiob oan only &fford to build or to lhe 

in houaea coatin£ f&r leaa th&n the m&joritz ot tboee erected in the 

J!!!!:. I n the m-randlm Wider dlacuu ion, the u•t undenloped op­

portunity which t!'ia field preaenta to Aaerioan 1ndaatry, Merioea 

l&bor, &nd .&.erio&n o&pital b&e been l&rgely ipared . Probabl y DO 

other i nduatry raced you arter year with auch • hur;e reaerToir ot 
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untilled Deed• baa left th• unexplored. Thia probl .. ~fa all 

other• in the conatruotion tiold t~1 yet the author or the au&-

, .. ted prograa tor a Federal housing policy hu ta!led COIIIpletel¥ to 

&raap it. 

'l'he present a_,r&ndlll8 1a concernecl ctirely ritb a cr1t1o1• 

ot the "Boueinf; Polioy or the Pedtral Oo-ren..nt. • In the absence 

ot challenging ideu in the latter memorandlllll meriting detailed die-

cuasion, conatruotive au&&aationa muet wait ou further independent 

atudy of the baaio aapeota of the problem. 

II. ECOUOUIC ASPECTS OF PROBLEM 

1. Only aupertioid r•edba qgeated. 

'turning tirat to the "economic problem, • the author defines it 

ae that or keepint the aupply of housing in reasonable correspondence 

nth tho d-.nd tor it. By demand he obviously means etfectin d~ 

in tema of present 1noc=ea and the preaent atruoture of the 'buildiJI& 

industry, not the potential <'-nd wh1oh wollld beoca>e ettectiTe it 

people had aore money, or H the buildint; ind~~atry fOUDd -.ya of aup­

plyint; 'llbat ia -nted at a price that poople can pay. 

2. Aaa11111ption ... de that private builders Ul8t housing naeda 

210 

sucoeufully in put. .t"' 
The author us1111N , tirat, 'llbat ia ,raYely open to question, tlw.t ~ W 

pr1Yate enterpriae hu done a tpod job in the houaillg tield 1n the ~ ~ 
past and therefore oan be depemed upon to do it apin 1n the future. 

All that 1a needed or deairable, he feela , 1a (1 ) further stimulation 

of or edit through exiatin& Federal a gonoiaa , (2) extons\on of the in­

apeotion work or tt. Federal Bouaint; .A&rlniatration, (ll) reaearob into 
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the question ot hoWiiJI& atanclarda aDd bouaiJIC noeda which the buildin& 

industry oan make uaa of ae it •••• fit, and ( 4o) aome atforta at ra- 6.,rw'f}: 
duci~ coats through anti-trWit act1Yit1aa and ohangaa 1n the tarift.~~ 'J 

Little aftort 11 Mda in the -orandua to -.bod:y ...,.n theaa auc-~~ / 
r;aationa into a definite proena or action. Throughout, atre .. 1a laid / 

on the nooassity for aYoiding competition with prhate enterpriae &M 

f or furnishing such entarprioe "with eTel')' reasonable eru:ourag .. _.t to 

perform ita port in tha aolution of the economic problem." 

:s. EYila ot •peoulatin building ignored. 

In atreeainc the d .. irabillty of anaourat;ing pri nte enterpriaera 

now engaged in buildin&, the author apparent~ i&norea the fact U..t 

a nr;y large part ot relidential construction in the United States haa 

rogularl:y been the product of speoulatiTe building. 

At o""' point in the m...,randua (page 4o ) he seems tc recogni&a that 

the activities of apaculatiYe builders ware in port roaponaibla tor the 

oollapae ot the buildin& industry durin& the depresaicn and tor the 

chao• in which the mor tpge market found itoelf a t t._t tiM. But thil 

point is passed OTer with mere aantion of tha desirability ot prevent­

ing another boca in which "quality will be oaorifioed to quantity. • 

The author ot the m..orandua appears to teel tlw.t aa.e anticipation or 

the ho,• aiD& abcrtace thrO<Igh buil~ 11• ha.ea before the abortase 

begin• to dnelop will be au.tticiellt to preTellt a reourrenoe ot the 

nih wbioh were uaooiated with epeolllatbe build in& during the 1820' •· 

He notM the deairabilit;y ot continuing the inspection ot ctw.ll1n&• tba 

mortcaca ot whioh are iiUIUJ'ed UDder FHA, and Mkea a ngue reference to 
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turther re .. arob regarding bu114iJI& ataudarda. But the large- aoale 

ereotion of ahocldy structures 11!\iob oollapaed within a f., years, the 

hie;h- preuure oale~ahip 11!\ioh induoed thooe who really oould not 

af ford hanea to buy them, and the exoeaaive oelling, interest, tinanoing 

and rotinanoing charges - - all outatending oharaoteristios of ocmmoroial 

home building in this country in the put -- are apparently considered 

um!Or t l\y of serioua attention, sino• tllere are f- if any suggestion• 

in the temorandua leading toward the prevention of those abusee in the 

tuture. Alaost excluaiTe relit.DOe 1a onoe 110re to be plaoed upon un-

aided private initiative for tho aohiev-nt of both tho eoonOI'do and 

the aooi al objectives of the houain« policy, despite the taot that ita 

oll'll put reoord oonstitutea a aerioua indiot3nont of tho industry. ( 

4 . Failure of houaiAG induatry to meet houaing noeda unrecognized. 

Further , the moat aorioue aapeot of thi a indiotment liea not in 

tho collapae 'llbioh waa w1 tnoaaed during the depreaaion, but in the 

failure of the i ndustry nen in better tt. .. to meet tho llll{;O and tan-

pble need for housing on the part of the lo-inocae groupe. 

I n a harp oontraat to automobilea , ,.,. re a better and bettor prod-

uot at a lower and lower coat waa developed, the buildin« induotry por­

oh ted deoade after decade in otter~ a pr oduct which could m .. t the 

needs of only a -11 :number of thoae who in raot requi rod new houainr;. 

A atudy made at Purdue Uninr aity o:n the baaia of ~guroa developed lily 

the Brooldnga Inatitutio:n ahowa that a t2 , 600 houae 1a too expenaive tor 

36 peroeDt of A~Mrioan ~liea, a tS , 400 houae ia too o:xpenaha for more 

tha:n halt or thea, a $6, 100 houaa 1a too expenah• for threo-fourtha of 
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t he total -'oer ot taaiu.. in thia country, o.nd a $6,100 houee 1e too 

expenaive for 80 per cent. Yet atudiea in actual construction under­

talcen by the aame WliYeraity indioate that it h ilDpoasible under con• 

ditiona ~ pren.Hing in the buildill{'; induatry to conatruot a aound 

bouae of adequate aiae to a oooweo4ate tbe ••erase r..ily for .uoh under 

.6 ,000, even though auoh houaes be built without luxuriea and with t n 

1110dern oonvenienoea . The aame inveatigatora report t1w. t for the tirat 

t en montha or 1936, the •••rage oontraot price for single- fami ly dwell­

ing• waa $6 , 400. the building industry hal therefore clung to a prod ­

uct 'ltl1cb only 25 percent of American familin , all needill{'; aoae aor t 

213 

of housinr;, can a fford. Ruearoh on the p. rt of individual material V' 

a.nu!'aoturers baa bsen &laoat solely along the lines of a bettor prod-J}- }(;) 
uct at hiGher prices. Yet the author or tho ~randum under diaouaaion 1 _ .~ ~ 

woul d continuo to leave tho provision of houatnt; f or the Aolerioan peoplr / 

in t he banda of an induatry Which baa tailed ao oonapicuoualy to aupply 

it in tho put. 

6 . Secondary aap!ota of eooncaio problea alec if1!!0red. 

Certain leas tun4alnental aapecta of what .. y be called the oco­

nanic as a r;ainat the aocial aapecta of the problem ha•e been equally 

ie;nored . For eX&IIIple , though tho memorandur:l ia concerned mainly with 

urban housing, there 11 DO refereDCo to the hir;bly debatable qu.at1on 

or '<~bother urban worker a ahould be encouraged to ..- the1 r own ha:>.ea • 

There ia liltewise no diooueaion or tho oruoial ditrioulty in tho way 

or individual home ownarahip in citiea -- the nocosoity or buyinr; 

rat her than 1 .. a1nr; 1&114. 
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Ia ·~· it aq be 11&14 that •~~UeatiOP rep.r~ att.&.la• 

t ion ot tba print. bu.11d1ac 1Dduatry ebow 110 dpa ot ~ b­

r n:rucl on tb .. bade ot t'uncl-ntal analyde of tba olw.racter1at1c• 

or that induetr;y or of the poee1bilitiea whioh it may bold tor bet­

teri~~G ttl paet reoorcl ill the fUture. With the addition of 'lll1llor tm­

provomente • "the um.idecl artorte ot private anterpriae" are UIWled to 

be ca pable of a ttainillr; "the s:reatar part of tbia objeot1 -.e (ade>quata 

bouaillt tor eYer;y one in the Onitecl Statae) . • 

III • SOCUL .ASPBC!S 01' PBOGIWl 

Tba author o~oully illtende to reaerTa only a 11m!.tecl riel<! tor 

Gonr11111ntal aiel . Thi.a field 1• clatinacl u the prorldon of ohelter 

tor "tamUiee who cannot afford to rent a clequate bouains: unleoa a eub-

oicly incorporated in the financial etruoture or that housing permita 

a rent lower t han woulcl otherwiae be aoonCIIIioally eound. " 

1 . Need tor eubaiclhecl boud l!l'i much r:raater than 1a indicate<!. 

21.4 

The tituraa quote<! a boYe trca tba Purclue etud;y indicate t hat the 

neecl for aubdcliaacl housing , far rrca betas • na&l1i1ble part of a ;.;! ~ 
boue1~~& pr og.rea, 11 n.at and prening, aDd one which pr1 vat e induetr;y 

haa cada no effort to . .. t. 

2 , Sublidhed houl1116 eug eationa llini aha local tinanoial probl-. 

The -•urae which are auggaated for adnncing what 11 tame<! the 
/ 

"aooial" •• againet the eoonollio provaa, l'.re elretch;y 1ncleed. Tba author 

ot the ,.•orandua oont1n~ally atrenu Ili a ballet tlw.t sub&idiaed hollli ll& 

projaote ahould t Dittata with Stat .. and l ooal1 t 1ea, be f illanoe cl ill part 

by th•, and ba 1 .ta1nietarecl by looal ottioiale <luriD& the uta ot tha 
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projeot. Yet r .. ot Ult Statea md looalitiea in Ule put baTe ahown 

ouft'icieut int.reat ill thia problem to pr OII.iM -u tor Ule tuture 
(/f 

' " 
and tTtll 11' they abould be aroued to a tull appreciation ot their 

n .. da, it ia DOt .ada clev h- the State alld looal £0T ... ..ta are 

to t'illd the -My tor aueh T&nturee . 

The troubleac.e probl•a or State eonati tutior».l 1.1aita 011 borrow-

ing power, reoct i11or"'' in relief burde11a to be lltt by State 1'\lnda, 

i nadequaoy of State reTonue ayst_. and the dit!'ioul ty of expanding 

auch rev&llllee r;reatly ill the near tuture -- 110110 of tlwae matt.ra are 

touched em. the reputed UDW1llinp1eea or inability ot Statea llld 

l ocal1tiea to raiae the aon.y neceeaary to participate in ~ large 

~~Umber of Public ll'orko pror;r•• 1n which the Federal GO'fel'lll\tJrt pdd 

only part of the costa 11 in point . There are auggeation.s in tho momo-

randum that Federal loana to States should be contemplated where Stat eo 

are unable to participate in f1nanol.ng1 but it 1a implied tlwt thea• 

dratta on Federal !'uncia can be kept down to a •all figure . 

'· llinor reoorunendatiOila unaupport.d by taotual data. 

Brief reference '1/J/AY b e nw.de to certa.in details of the program. 

?or example , the ~5 per room rent for low-income troupe , the 1 million 

unit building program, and the 5 percent return on equity are all un-

\ 

aupportecl by data 'llbiob would clarity the r .. wna f or obooolng tbeae ~ 

t'iturea. ltoreonr, the author ia YerJ chary ot proTidlng Federal ~ 
"'ar anteee , .,.reae th1a t?ra ot dd ia ohoapeat, moat produotiTe, and 

most capable of ineurin& deoirable atanda rda. 
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s. Further otuctY naooo!&!'X 

I n •-.z")', the ontiro oooial prog~, ao prooeted ill tho -­

r&lldum, appear• to root 011 a -t inadequate oppreoiat1011 ot tho 41-

a onaiona of tho probl• and of the IN&ftl"ea 'llhhh will llan to bo 

talceD to IIMt it, non ill -u part. The author ot the propoaah -., 

b&YO at hand Jmoh moro thorollgb-piDg analJooa ot the baaio ooonc.io, 

f inancial and aooial q11ootiona involved iD tho prooont hwaillg litua­

tion than a ro oonta1110d iD tho 111111110r &Ddua. In tho abao110o ot rotoronoo 

t o a11oh analyeoe or indi oatioDe that oonol11aiono havo been framed on 

216 

tho baah oft~, it wo11lcl ba t'nitlo .. to giYo clotailed oonaidoration 

to tho pro&J'*Il, point by point, wl. thout t'llrther independent atudy of the 

baaio problema involved. 
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"D'R••a , •. I 

1. .. Jl'l'l• et Ill ••• Is , .. ~-- ..... .., - 41YUed ..... 

- ...... - _.,. - I I 1 St - et.Mr ledelo !be II Ide ,...111. U 

\e -.. • 1 es&F ot t w• ..s ..,.. , nw s.a ,..,..,.,tle •-• .... 

•Ill'"• .. et ._, I '"•p tor \be rekrrd•a ot \liNe •• •• u..,.. .._ 

...,.. ::.1111 1st·••...,. 'llllllcl.lap, A ,.n ot U.. ~sial ..-•'11• u \e 

..... \.118 ...,_ 11114 'setlli'--7 IIIIU•b .. the *la \te ._\e ta .. 

t.llll .... 

a. le \IIsee '" ,.ne or , ......... , PNbl• u leftl.,.. • .,, • ., 
-w pretl• of \.De tJ.rt\ -.1\lllle -~. t111 -.t4B\ ._ lllllet ,n.­

... w ... ., .. , ftaw ... 1oeal Oovcueaa\0, ..a Ule rederal ca.- ' 

t!IMIU ,.r\lo.lpa\8 ill ~teir tolllUoa. 

PART I 

•• !tnre.,...., u.-w et \M lllllailla probl• La ebict d1nnt 

·ti'T-t. u alearl7 1ll 'be u\loaal as­

wuna \tere art e\tar u.,..V ill sbiob tH rH\ rlderu iRwrw.U. lt 

•.U. U a pe""'SPE\ peUtro 

.. Ja \118 la\\er .. tiGIII _, M JI'IIIIC all \110M aftiYlUM *­

an U'Ml..C 1.n U.S ,.. I•' ~-u.s ef ...,..,.,, ln ~ openU.. 

en.r ~. _. 1 u•uJ.r 1.n u.~.r .... uu.. aner -.... n. 

Ml...U• _. se, lliaiU.. 1f -'WSt tM -•..UOS or '-Udlap, 

\lie 1~ .,....,. ., 'uh wa, _. .,. ... ., l l E\ If tine' .. 

.......... - ........ , .......... Ut ........ ., \tl l&llftl 

••• .. ,_ - ...... ~ .. 3 s'""tr 'I• ... _, ... 
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llene 111 S'h•t.e "'-"'1" ...s 1\et. ud lo411Ll ao • ..._ ... , 

lo Cia ~be oUMr MIMI \be lederal GOY-\ bat a 41aUaot. uw• oat. 

111 •-ec1ac ...,. •U~aUq Stat.• &nol l cc al Gonraalft~a Mil prba\e -

\orl'l'h• 111 -u.c ~ .Ur rwpou1ti!Ut1u. , ... coll .. UOft &D4 cUun'oa 

uoo of ur-un, "-~ oL t.ociiD1oal ua.b\aftoo, - t.bo cnat.-

1111 ot t1BMelA1 aU, a.ro propc:- haeU.oaa of \ be Jedoral -'· 

1. Ia a6cUU. t.lle h4•a1 Oo•...-1> cao aid 1a ~be aoluU• or \be 

llollai.al problm F OJIU ( t.h&\ ia, 1a \ uo p!lr&ieaJ. COIU•V..Uoo &D4 41Dill.­

U oa o r ~~ou .. ) \IINwlla U • ao\h11.1u 111 broa.4er ti.U.. l t.a otCort.a w 

raiee t.lle .. uoe&l lcuo••• t.o min t.lae c:o~~•u-.oU<a ioduU,., t.o 1 n a• 

eUt.•t. t."lae •ric•c• a\I'Uot.ure ot t.~ c:ouat.ry, t.o clonlo., . .. lt.laU of 

orecl1t1 all art .. \ boultinc 1ft oa• ••7 or onot.ller. 1a r .. ot., t.l>aao 1ad. ron 

op, r o.aollel \o t ile IIDui.Dc proUn oan bo aora l)roduct. •• ot n •ul\1 t.b.a 

111q ,...,... of cliroot. IMeral conat.ruet.1on and CI-UI.ioao 

To la \be ..... \or f'U'\ of t.;,e .... l DJ tleld t.>iUI 1a UUle ,-Uoa 

t. .a t. -v.u..o UMl 4-UUoo are ooaJederal reopouild.U l iu. Ia ~ 

ar1u or f liiii-Ol MnA" ..S .. r pabl.!.cl,r-nbol . diaed » ue1q, t.oWftl', a •ob­

lt.ont.h l 11'"1 M!i.Oft t...at. \ba lederal Qoyoraaeat. 1bould Uco1t oJ.oar o1-

t.D<l orMt. I!MlaH. Ot.uoro laDld • - lrU7 Yl .. . 

lo 'l'be U CII-\ O( \ IMI fvnMr poup io t. ... t. it t~\1 aJI4 lHal Oon~ 

-t.a t a.U 1a ~beir .. J• eawuUeo, -., oMice or bJ ,_u,, t.lleao n­

epoul~t.Ue an • .._u .. •~,r tnul_.... t.o \1111 ....U ao_.. ... ,. 

lbeall W. n• .. .-opW -., \1111 PI twel a...-\1 hr \ao cteetriM 

t.ba\ t.bll ,.._u .,,,..,,., ~,.... u-1 roa,..Ulaill\1 .. or \lila\ 

......... J.Mol .,_, \0 ~ ·~· \a. ott _, iJI0'\'1\dlJ l ... \0 ,. 

-V.Uee\1• ot M\ .ear llnPi.IIC ._. ol _, ot.•r looal tWe\i.ou ... \liD 
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ollN\U•~• of a ou,le t• a ..U t on ot ao.-t.. It - 1.11 0110 -

-u~ \ be r....u le•• wt ollooa 1\nlt oillln& to bMr ~~· Cull ooo\ ot 

-\iq • looo.l .... , U oUl be J)OllUoa.UT iapou i\lo to prowoA\ ot.llllr 

--•1t.1N bM II tdliac U liko -or at to hdwal- -·· lllld 

obeo \M prorldoa ot bftouc llu 1Mec oat.abU at.d • • a laU Nl roa,-.1-

11111\f o\bu l oeal upoadb1Ut.1ao olll aild.lu~ bo pcoood aloaco 

t. 1roa aa dde'ova\l" polo\ ot dw t.llb -\n.Uao\1• wuU M 

uaron.at.o. lor \be llalW 1\a\ae •~• ao nat. ., ana \llat. looal at-

t ain _, d\11 ettlol•IIJ M ~ aoe\roll-'• 1M u1 w\ tor -

V.Uao\lae ~~n .. tr. \he ...,.naN ot t«J''lp aaUoaa 1o ao\ a .,Uadlo 

to \ bo l.._al. Go.• •••• al~ll H ~ ol\11 rN- be t pi)Ued to tl• 

5\at.a a,y.,._u. Local. ottiold a d\11 ~air 1roator b01tl.ed.p o t loeel 

ftoodo, rl \h \bo!r Ml'O 14\i.eat.o 1Dt.ar oc\ 1ft looul attolra, 111\11 t.t.eir eouor 

roapoeoUUl\f \ o 1-1 JNbUo oplllloo , • Ul "o t u 110ra attoaUft t- ,.._ 

onl atrlaialo, 4ia\ut. 1o ·~ce, 1u1U¥ l poru t or locsl .,. .. u1-, _. 
t.beon\lcall,y ra\ller t.bd o1~ iat.croa\ed 1a bou.lna iajlro-t.a. 

1QL. Tile ltl•al ID•••••t. ollould tbtrorort llr1ac 1t.a -•\II'MU.. 

~ t.o a el,eH _.UrN\ 1'• attor\a to etiallla\lAc .-4 wu•.,l.lla 

a\a\o oe4 1.-1 .. _uw\0 t.o -•'"•' bouoa u4 olou ~. 

Plllf U 

M -fi'O rti)(IIIM 

u. !b8 ww 1\a\N ... Jut. paned \IWJ •" • t*"lod or ........ 011 . 

l.it.Uo o.r .. rN14w\1a1 IN1Woc bU bo.a dono tv llalf • 6ooodoa ~ 

lleU•Ioca ._u~ at \M ...., .... ol \M ... oaaioe ilno - clee~ 
or line 11oJJ1 en II w taU leW tt If 11-. 
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Uo low, c• l'llltwl bu '•a illon .. lnw ... 1d•t, a 4.._.. t or 

nn loDd Mt\v c;....W• b ..._IWII 1Uelt t au. laaUia• • hloh ro..,.W 

\o Jelat -~ ...,.'-& \ ha Cle ...... ~ion are ~ln& aepvate 4-IUoc•J 

t.A aoraal a w ...... 1a tba _.,... at ta.Ulln 11 beL~~. .-leraW 

t.GNv,.h ..,....1.,_ ....,..teton c!eterncl, \111 110..--t. or p:o!Aila~ioa r..... 

01\7 '-0 tue hall toe. N nrle4, 'fllr'HfibeU~ I.Lt> COUI>~l')' !'&llilll r •.U•Ual 

• • •u oioa u .S rhlt.i r ll1deat1al rente point ~o•nda ..111 ~pb41111 l!onillc 

aboi"HI O. 

11. lt a ~acoetrolle4 Pel~ ia •.Uo•e4 t.o d...U•; , \ loe ..-alt. 

..W be aq -.-ouke\1:1& pl'i- eQd n,.-~cknlli• aent.. , olln .. b7 a II"U. 

or -Nb o ~4.oa actlrl\7 .,.. q~P li'-1 rill. be aacl'it10.0 w ,_U'To 

1o lble eovH t..J.o dll 10<14 to aa ncr-elll';>lt or hou, " • an liD~- DOrt-

1"1• av u.t wo, aa4 ao t!CI.IftAaic cr>llip••· 

l •o ille Hill~ioo or t '-o -ncsic pr b1• .La t.o bUU.ii QD"> l:oDJN 

lloOD - 1 "* pazUU.LT uU.dpated and tte nU• eJ.Uaa ted. 

u. 1M priM acto\ 110 t. ,is _.. .• , ,. •• ebollld be , r lnte Oll\Wprhlo 

.Lt. n.. ~if • .LJ-DU t n or tM> .r.-.,..1 G~nrn.uaL •aoulo be llnl\«4 t.o1 

1. lttHUD. a bet\W orcnahaUoa ol \il.oM cr~t 

...,......,. u .. , .. ,. ~t .., ..... ,.,u .... &114 Ull 

,.._.. . . .. I.e•• lak S,.atea, U~< ..P * 
aat.\WJ ui'\Jaa• su.- vt ue ,. .. ..,al llooua&ac 

.w·•e•a~Uoa, tu.ncta U10 ao\1nUN ot \1!0 

leual\ftOU. , ,, .... Cor,IOt~U. * • l :.ti-1 

....... .. aooia\Uat to M H\abUa_. _..,.\lie 

• u..1 ' '''I Ae\e _. hr..,ll \M ......U 
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Put " "''-'• die-t. faeU.I.Ua1 ...S COIIl.I'Ol 

of ...U.-\ n-... 

u. Mle4• 1 11l., W 9l•Mtna ...s -•w.Uoo ttrouall 

U. lu,..U. n rt ot t oo fedtl'al a...J.11& Melnlt~­

\ftU..o 

.Ui. ' eaaU'ob 1e ~be ~~ature ...s uo o! b\ollo1nr aawlw, 

\laroQcb \hi lw-.au ot ~-

h. ~tiC -Vu\ioe ooata Unu&la taritt 

pelhiPI .-4 MU.\nlt. lur VfNII •\J 

•• ._UilUoal atut.iu r.UW to t.o~, ••II .. 

t.biM o.>111111.W 't' t.be Burkv ot l.lll Cweu ..,. 

t.ne llaporlaenta or ~-r•• aAIJ Aj;rleult.url. 

11. 'l"bblll aet.1Y1U11 ahovld e\iJiulato b •U41nc bt r•olft& _. ..... 

r11111 .-4 -Nio-~l.T t.lle ooat or eortc•c• .-17, 'trr rMil<iaa -•v.e­

\lCII _u, .ad 't' ~.b1A1 a ao_, buia tor ••U..Ua!: llwa1 ........ 

1.1. hM!UM 1e \bot t • re ot a.b U nc Federal aur•~- llli...W llP 

dh-t.ta. .. ae - u ps-t.e\habl1. 

l.to le ofter h FJ'Orldl printo M\lr~dtl aUb flnr7 J'N'-bll 

~~~-t. w parton J.t.l part. 1a t.ill aol utJ.G&I or t be •-0111• ~'nlbl-. 

1\ wUl bl ot \Ill • .,..., u,.nun t. '>t.t. all ao..-a vu, .r.Mral, lwM 

.... lPial, 1a •'4' •& ""-..taU. at U. lvoial prMla, a~ -pau­

\lell 11\ll ~hate Pl\lr)lriaeo •••• ru allnlcl e.tial t.beir u\l•t..­

\111 1e 41ne\ U4 .c to ptn1 ~- w ·~ 1e elliell prift\1 

.,. '-PC' h e - .. , ..,. * k .. , ..... •t t.lll peofl•• 

~2J 

,. 

I 
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liOo f":.o ulUaw aooW o-Jeet.l. ... or a bouolar ;orocr•• 1 \ • ~ 

dd.GD o! edeq•w IIMY1nr tor .... , ,.,. '"" ,._ ~"" Stawa, 

n . the rna\0' >~rt or W • eliJ"u" .toll be o\ \&ined t.•.r"Oqja 

\JlO Ull&J.ded otto~ of ~rb&tO Ol1\ U112'ila 0 Qo,..nlllental. a14 b -

••• .. ...,. tor \llooe wbo • • \ boi r 0111 bolll OI or wbo - .rtor4 w ,., 

roue ru •llieh .,ro.,u llc>~~&iDc 1a n&J.lllble, 

U o for .,.,._. Of \'·.e l011V iAco 0 (t"OU1>1l ·~ &uHZ1\IleftUl aU 

h aua ••IT• if t'llo roaU . .. u.Ued \0 n j:Or t d .. er.t. boueoo are to tie 

bnull* 14t.o c<>ntol'lli\7 d\h tbe ~\o wl'.c!l !•Mill• ill tlloao iMow 

VOIIPI' - e.ttr:.N t.o 9'11• 

21. 1M ~doo ot t.b1o I<>Ytnllletal &J.~ 1a t"- initl•l n a.-utl­

ll111t¥ or SU.t.o aad 1-1 &0.....-..efth. h 1t ,.ro...,u, w-r, ~t. U a 

ledual. o..-t. obltvl4 tlG'ale fiaanold .. aiaC.U.!e to 6t..lo a.­

-u la ':rc!or t.o ao~v.,J ~- to ... oloJ bouli"( protJ'I"No 

u, r or Ute ,.....,, t.M federal Clonma•nt r boul<! eontiao 1u at­

ron a t.o U.• 1100 , Iii' .. ~ ,...., or t.ilo pr ulllu - urllq boWillllo .. ·-· 

~~o ..... • •• ..., a\aw 4nwl opa a ~ proar...a tor rural bouatac tlla 

led~...._.., .~ .. a1n "• fbe ,...,. .1 O..•u*!t~ .. lllil ...... 

...a wltll u ... IU'lloa ..... ,. • .,.. .. npl-lJ .. s~~c. .... w1U1a te 

\eke 1\ 11 • 1 uuua•'lll ~....- 14 •• or t.wo fbt.u will aacovap 1a-

.. IW Ua ,.. 1 •• ot tM '"-• \1M ,.,_..._ at \!Ia ~tat 

.... .., - ti .............. , .. 
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(1) •••"•• •"'- haaau Rtt1a• \o 111v ar 

_, .,, t • ._ llna1aa put. ap br prha\e .u ... 

priM 

(t) l..ulH w1UI hto-- 11Dl'f1o1ao\ \o zo.-~ cl~ 

iqa ,., ... ~ Ua1t.ecl 4i.U ... -pwau..e 

(I) l..uJ.H 'IIllo - Do' ..tt.-4 t- rMt. toda-.M\e 

a.~~aiq •'•u • .,.a1d)' 1aoorperat.ecl 1tl tee 

t•==n•hl at.a'\14t.IIJ'e of t.llao\ boueioa parlliu a 

_, ~.,. \l!u would ot!A.rwl ae be -on1oaUT ..... 
(4} 1anll1 .. wbo ere 10 ~r t ;.at ..-, ,..ql&ira a 

rat allnuoe 1a o~et· io ~allla t~.- t.o Ur a 

- 1.11 .uMJ.d1H4 bouaJ.aa . 

llo \'1:11 ia-e lnah wbieh dlvida U.aea ll'Olll'll "f'IIJ'T 1ft Clilt-t. 

M li.1M Sll4 lA a lli4ll• -··H7 a\ cUttv•~ U••• fbay........, 

-,.... ri4elt ._,_ urllu am J'W'al t..ui••· 

17, 1M~ Gnen t 1• oocCU'IIecl pri.MI'UT triU. \Ill \blrt 

ot t.l>Me II'Oilpllo !ba t a •t. &J'OIIP aeecle a<~ &:oYVM&t.&l tiaae1al u• 
Md \lJil •eeoad aeadl oaq aovNIIIILilt c:ooperllt1on alld aueb a ld u llwaiei• 

,.UU.. eq - t1\ \o ,_11111. ,_ r_.u. ... ., _, cle,_. lar~ 
• 1~ ...u.t \o hi-M 1u Sa•·• t.o t.lla 1-1 or t~aat. ot \lae t~ 

...... 
In! Met!c e( 'nJMM 

ai!MW MIa lo 
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•• to ..U Uaa hocna etfMUft 1t •lll 'M -Hl'7 tor Meh 

II •H,J' to aalul a q-\1\aUft ....U,da ot Ua eMda ud & .. blchala 

abowio& Ule rata a\ wb1all 1\ 1a prao .1Mllh t.o -~ u.o~• aMde. Tba 

-bar ud aiM ot t ..Wu r~iAI 1a...,..,.. d"lliDI• lbol•lcl be II:Do•, 

ud t.a. ,:ro.,ar\lCHU Wlilcll c .. 'M boued 1a .._.,.w, -.lar&ed, or -

lii&Utillaa eliiNl.d Ita .. u-t.ed. u ... ... ~lllria& 81• olaannoe ebolllcl be 

clNipatacl. 1a t.bU wot-11 & led•al 1D-UpUft acauJ' aq ~ntparlT .. tine 

hMi pr §t•nf•'lle 

t ore \0 cer\&la • ' •' 

taa1l.J'1 wlH aL ~. 11&~1 a1r1 wa\ar1 1Ul\aoi<MI1 1n pn ... t.'- .. 

\bl Ulta. Tile u\llo4a 11__, trbl.cb ~l!IH ·~• are aauer1wd w1U 9V7 1a 

cl1trw.rc\ par\a or \M _,,.. 

11. flaUa - .,....iaU. 1a •~• h cl• 1r alll.a 1a .,.._ te 

-toft to ~ ~w .-cl ...UUooa1 ..,.. abauld be t.a1cta -' • -

he a ....U.la wL \II ao1o '1 lllo IIIN1dl ... bollaioa libo.wl eo\ M 

-.o111'11t. iat.e cl.lnl'\ ~U\lQa wi\11 •~·" boueiaa blai.U liT J1rl•• 
t(l\vprU .. 

'H\''U a, O'M 

I OfW F .. aid .. -1a1 pnJ-'1 *' etpl 

c•ewaial pneUM u a ,..u. aL JOI'b&\e lM11ftl 1&1\I.CII"- or, 1a 

t.t.U W'eal\, ot -..w _. '--1 ..... mw. !lie hHral Gwaw 111\ 

aM1114, lw•"•• 1 • ;a Ua& pnamt alle\lalM \o t.lla aoaaU. ol latio>Ml 

..,.... AeMei&U. _. allftld a1w ~ ~-· \a_.._.... • 
lar .. nrla .,_iet fNJ ..... 
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lie 1MN 10•• nu •'- t.lle _...,. tield ia li• ot .,. 1a 

_,e\.LU. -''Ul 111'1ft\e leM!Aa J.DaUW.Uou Ul.,- abou.lll ob\ain \bob 

loe41a& hiiU \r \M M.lo of ~ lloul4a. Tlleae ~lido abou.ld M\ 11o 1 
..., ••~t. 1101" puut.oM1 U.O, ohlnlld bo aeoW'Od eole.l¥ liJ t he low-1'•\ 

llotlliAI -nppa llol d !loy tla &.OUOI a1 1\ OOD-.aed. fb.e tloatuc ot ~ 

ox_,.~ or &UUaa\.oM 'oon.dt -.ld pnuMt. 1.dYJ.\o lllDCJ.q; 1a.U,uM • 

tr• ...... .lac '" thl d. 

No & nl"'f 1 .. iat.N'oa\ 1'1\e will bo Juatitied ao .ortc-co "-de 

of ~~ \oJ'Pe1 !01'0 '•• ell u \bt belllli.AII e1U I'M~ boloe -t.. \h-

ri.U bo Ut.Ue llkulp:- ot W""' ea• 

11. , ,,. -\lac•• ahovlc! bo iDeurecl UDCor ~he Federal • Nina a.­

llia1tV.U.. .u-. 
11. ! lla led•al O....ra..\ ebou.ld no~ • •k• d1rM~ tontac leeaa 

-P' 1a \ !'A etaeel et ltaw. owe poanU.u olrQ\1111\t.Doet Mire 1' 1»­

,.eullle 1 " ..,.whet.e or s-bUe lea41Da i"tat11.uUon• w ..u beueaa 

U.e e\ reuJpnllle n\08 of 1a\erea\o le a.u:h 001-U \llll ,...,.al 0..... 

wnn\1 t.~qll \be II1C lenc-P Ooapaa71 oboul4 -u l••••bl loeaa \e 

t.lle li\ete aou• •••'• e\ e ,.\e of 1a\ere•t nt.1oct.irl1 the lledc iat.ev~t.t 

or t.lao pnJeet.e .l.lnol.,... Tile lt.ate coM~"UeU M1 thn Nleu t.bie 

_., \0 1-.1 • .lloi'1U.. .-4 UaiU. d1'11oead oorponU.U. 'lite borl'w-

ba "-* eboald ,1 .. ,. \.:>eir ~ teitlt tad V"'41 ~ w \lie ,..,_,. ••• 

ot tile loa uc1 e....W -.. - \loft ...... eo •-.!.q "- t. • UC 

........ L ,,...,. 

"• Ia •alepi.q a __. .-tit. 'l•t• IN' lee ••' llotlelll11 .. 

..... 11 or ....,, elltiiii.Ld 11o oftl'~oltut. ~-· \No ••on•, an;vtt• 

01' ,.. .. ,_u .. \nsrtl, .._. enut '• aee ,._e•ae, -s aeneral ptiloU .. 

eltetiW • n sst to ._., tlllllil' r..- 1a 1• l 
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"-''• ... .,,,.. .... _ . ._ _, &1M ,..,perl.J' ln-t. a -~ proporUoa o/ tbe1r 

.&e .Mitl''" er M•u . llz·•·' · Sm't.nt•"r ' ad ' 'nsemv· 

a. .._,. ett"' •IIIN14 lie .... t.o " , 1&1ro d~ b7 prl'fAt.o ooou-"t. 

t ,...,._, ~ llnalq. OlllT wbero t.bM ... aot lie ac~hbK aUil 

re&IM'"l• ,.,... •t.o.&U l~ aat.boriU• AMrt. i.o ~-uoa. n. 

_., to be ,Ud tor ei\H 1bould lie -.u .. b t.M .. uu\M 1a- ot 

t.~.e pnJ..U l)I'OJIN .. tn oull dtee. n. police poww h o* r the ­

U.. or dMt.NIU. ot Wlldb&o .Cit t or babl\aU.. allftlO be -.h .. 

pa.14l t or buU41qa wlllell, tbo' ll MBit.a17 and 1a ~:oo4 re,Ur, _, lie Wa 

4o• i.o cau areu MlMted ..... b&biU\aUMo 

llo -.1e1pelUl.. abolll.ct be _.,.act to <l..,.lap a tom pJ.• ..e 

to ...,, .,-o.,.r ..t~~a ai'Cllua- 111 order t.llat. the oe1a:bl>orbooct. 1a 

Wbloll - lew-\ beull a1 h .... w abOuld DOt. be laft.dact bJ' - wllioll 

woi&U h,.MlaW \!leU ftlu. tar rMld•Ual pQI'pleMo 

400 Cou\lt'HU.. 11 &lao a lHa1 r .. peao1billt.,.. Tlle TMeral Go... 

era_, olllo14 ... ...... 111 u . ractwal p ... UdpeUoa eb<nllti be - I 

t ln .. t.o avdit et pnJMt.l a,pproftCI t or ai <l . 'l'bl boueioi abluld be lNil\ 

to &h• 10 ,_.., or ..- ""1 ... 

u. n·nd-1 et1a1.• lie 'r ~ -"111411 .._.. =9W'ia&.., to 

100 pir .... et \lie .... ot .... pnJ.n. 

... le ...... ,....U• • pnper -..La If Mfetor, • Aftlol.n "" 

ot \bl t.aW ... , ell ll' lie -'1 ... il \M f ll'l\ Wt ot "\Ill _.,... 

...... M \ laa\ .-J.J fM'tr ..... , II '" to lie -'lHd 1a Uo Hllllf 

111111. 
• 
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U. fte •Mq •11• tQo "\M ton ot a Mpi \al cnn per $*"1M 

~~n~~• or IIU -. fiiF•lll• l.a 0 e1 laa\al~h . _. a kra or TMr• 

.. u ...................... or Ute eortc.... !be --t ot \!J<i .,...., l boold 

Ill -.11 u '- penlt. • -V7-"• uvaae vllu roo"\ o. 15 ....,. ,_ f &r 

-~ 
... 'file J'odenJ. O...rwo•\ IIIIHU lllllortUo to pq ~ of ~M o I 

wt.alh•\ u4 ~ IM\o 11114 looal • • ..... eta, Jolllt.J.T or -.u7, 

ellollld ,., VlJ d. l'roJ•t.e to Ill &ldod 111 t1111 -ar _ , M OOIIarae\01 

tor ~ "- A, lMl. 

2?7 

"• 1'M -"'-• .... ot __ ,..,.. 4nlU'It 181\1 to e.Ln \M r..s-1 

Go•• •t. dU .u. pu\1 «lllriq t.U aen n .. ,.u•..., tena\1~ ._ 

.U•• ., ~oao,-. 

Ill • ' a.\ of 1eeo1 ,..._. Jl'lbll• or ,, bet.o. 

''• au u. ,_u ...-~ w11.b rM\o elloa14 o eattu1•' \o _. 

.,....U.C eq n s 01, '-"• ia\orott, a.aarihouoo, &110 n t.w'll oe eqW.t!re 

•• be lrl-1 owe o1 \he nF'al iu\llh•t. •!aoulO Ill jlll1&~1o oa1p 

M 1oac u ~ _. ..n \llo feUoo'iJI• 11004 U.O.o1 (1) nop t.IM1r pro,.er­

UM ia ......U1 (I) NIVlo\ \.U na\o \o • o-..o of tl pol' ,_ pG' 

-~ • ~ ~ •••••., •r • .,.,.. • ..,.1ot.o tvr ~u e r I"._.. 
W. I ·••1 lo IMBWI (I) NIVt o\ ,.-.. • t.,.. M~lliQ< (a.t ..,-) to ••• 

11114 («) "'"'"' 11 a eq t.o f orfliM ,.. - 110\ ..rtord .. •••rr•l• r•• 
tie fM I I• a1 .... 1MIIU M r h iP1 1 ..... 1111 I lo4oroJ. .... q 
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....... '• Ill" U. .w.t 1111 r'•& u 1te1111 ~\ell 1a _..._ 

d U. \M ...U"-e of U. .... ,. Clua..U.U.. ot "• ,...., 1a .... et 

ftel&U• ol neh ..U"-e rllould ne\ d\b Ull• .,tlleT, r ubJrct. \r 

.... 1 .. "' ,. -w. 

IOo Greau D114 re\r Mould be nltjoet. \c l'ftia1ca rro. t.l.M t.r 
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U.. 1a U.. ~ of .__. ntra tic -'!Uoar. ley1doae 1a pa\r 

raruld be anpr•••W "1 ehula•• 1a ,.., lrftb 0 DOt. b)' 1.a.,.u-t. of UN 

_'«.,• -1v rr \bo nt.UN oa ~llit.'ro 

hen ., 

n. ~of jlll'oJeot.r libollld be lllldor 1\r\o aD4 loeal _Vel, 
blal raliJrn t.o ~l ...Ut. 1t t.ller ue aided bJ NerU ....-. le u. 

.... ef a looal • \llor11.y •=•ab& Ur oooca proJoet.a, ear ..,..rde aa-iae\ 

po11Uoal Mlli,.a..U.. at.uld be ae\ 09• ! hh au bo aceoapl iiW oHMF' 

lilt ro\\111& ., a ••1111 ._t.bor1V0 t ho direr\cra ot •bioll err r rlroW 11oJ 

.,.a-Uq thr\oor0 auel7, U10 CkrrFI'IIGJ', t.be llqor 0 MCl '" llraU PI 

\br lf 1'FI o1Yi.o0 pref-1~ ad labor U M Fia t.i<lU0 OJ' bJ ~ 1eeal 

.._U,. troa Ur\r raLal\W 11oJ _. .. aociaU..... lbel"r a.a.MrlUoe 

a.1rD114,r eaia \ .,.. a ra\J.afao\oJT ll .. ie, eiiAAc• in appoJ.nUAf .. \We 

rllrv.ld -' be nq~. 

n . Ia \ 'bo ••• or l&aiMd db•id..S oorporaUoo and 1-1 allt.llori­

UN 'llbl.oll o,....\0 •n \A.A - urut.od llouinc proJor\o ;,JI'OYlFt. 

rlllol14 t4 M4o far , .. a .. \M .,..w .-1 riMa 1a'I'OJ.yod 1a \ :A ....-.1 

.......... Ia Lilia.., -ia&F- 1M ..a. 1a o.er.._. ~ .. , .. , ,_ 

-••tt npa1r perr d .... 110 aia'F'nod, .-4 .._kr t1-.lli1U" will 

.. ,.eaibia 1a adJ•\111& r•U \o \llF _.. ot \OMII\oo 
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c February 1~, 19~~ 

I apoke to Peoplea and Gaaton ~oday about t he t our­
color pr inting or the Baby Bond circular and we decided 
agai ns t havi ng a tour-color Job done . The circular will 
be printed in black and white, and we will have the Publi c 
Print er do t he work. 
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February 13th 

After H . J.I .Jr . came back from the oihite House he 
c~lled Bell in and told him the following : 

230 

I saw the President this morning and showed him the 
figures on the bonus financing and he read th6 se oages very 
carefully . I then asked him whether it will be ail right to 
sell 50 miUion a week of bills and he sai d, "yes but will they 
not SliY that we are putting it off until after election" and I 
replied, "they may but I would rather have them say that und huve 
to r ai se a bil l i on and a hal f less cash through bonds and notes• . 
Be 0 . K1 d it. 

Then he said, "what about taxes . When are we going 
to ret down to taxes•, so I showed him the memor~~dum that Bell 
had prepared on the t hree A's which showed that for the fiscal 
year 1936 and 37 the combined defi cit f or these two years was 
1 billion 017 milli on above our original estimates . Be was very 
much disturbed and said, "I do not beli eve t hese figures and if 
they are r i ght we can' t begin to raise t hat much money through 
taxes• so I said, "l think they are right Mr . President" and he 
replied, "have Agriculture check these figures at once• . I am 
now askin~ Bel l to get ahold of Chester Davi s and ask him t o 
come over to t he Budget and immedi ately go over these figures . 

I spoke to the President about the Seed Loan Bill 
and, from the way he answered me, I could see that he had every 
intenti on of signing it so I said, 1"now Mr . Pr esident you better 
not si &n this bill after the statements you made this last week 
on economy without first seeing Bill Llyers, Wallace, Tugwell, 
Bell and myse11· because in Tugwell ' s Agency you set up a new 
group wr ich loaned money to farmers o.nd there has been no money 
provided in the budget and the only possibility that I see i s 
thet you may get this money out of FCA. • The President t hen 
replied, "well have Bell get in touch with FCA and see if there 
is ~ny place that we can get the money to pay Seed Loan• . The 
President left the impression with me that he was more or less 
committed to ~ome kind of Seed Loan but not a $50, 000, 000 bill . 
I ~h1nk that VIe can get away with a $30 , 000, 000 or~ even a $20 , 000 , 000 
Eeed Loan . I furthermor e pointed out to him that last year ' s Seed 
Loan was paid for out of t he 4 billion 8 . I am quite sure if I 
had not spoken to him t his mor ning he would have signad the bill 
without either speaking to Bell or me but now I am quite sur e thnt 
he will do nothing without first having a meeting . 

I tol d him that Bell was seeing Jesse Jones Uonday 
and &sked him whether he would not see us and tbe LPnding Agency 
€roup again because Bell a~d I fel t sure that we ~ould not accom­
pl1~h anything unless he he ped us. He told me to arranee w1 th 
Wei tyre for a meeting . 
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I told him that I was very much disturbed about 
Peter Crimm's me.orandum on housing - that be only scraped the 
surface - thct the memorandum was not at all social-minded and 
that I did not want the Treasury to make recommendations on 
~ousine and that it should come from some other agency and the 
President said, "you are absolutely right. It should come from 
the Central Rousing Committee . " I also told the President that 
rr1mm was leaving on Uarch lDt . 
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. Pabrgary 14th 

~r . Korgenthau called Irey, McReynolds and »rs . Klotz 
in and told them, 1n strictest confidence, that Helvering had 
cooe in to see him yester day and eai d , "now in r egard to some 
of these investigations - with the campaign coming on I think 
that they all ought to clear through me" . He parti cularly referred 
to some investigation made by Irey in Denver and \'lest Virgi nia 
where u Senator was very much upset . 

H.M.Jr . made the followinF stat~ment to us : "I want 
to tell you thst my original orders hold tru~campaign or no 
campa1r.n . I Will not pull my punch for anyboay. I do not want 
Helvering to act as a censor between you . Irey, and me. My ordfrs 
have not changed a bit. I want them to continue . Please don t 
tell Relvering of our conversation but i f he is influenced 
politi cally in connection w~t~ his Job as Commissioner I want 
you to tell .ne. 
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February 14, 1936 

MVDIQ§ !0 • MAP! J'IIOII liJ()f.lTIO)!S 

J.criculture Department 
Commerce Department • 
Interior D,.part~~~ent • 
Advieory Committee on Allotments • 
National Resourcea Committee 
Public l orka Adminietration 
l)epart..nt ot Justice 
Tre&SUX7 Department • • • • 
War Depart..nt • • • • • • • 
EmerGency Conservation lork 
JDploTaes 1 Compensation Commission 
7ederal lmergency Relief Administration 
Comptroller General ot the United States 
National lmergancy Council • 
Resettlement Administration • • 

Total 

• 5,000,000 
1 , 600,000 

12, 000, 000 
24,000 
84,000 

t 
25,000 

10,000,000 
10,000,000 

t 
10, 000,000 
9 ,000,000 
1,000.000 

150, 000 
t 

• 58, 883,000 

238 

Regraded Unclassified 



239 

February 14, lQ~6 

HK,Jr . .. nt tor Jaouon and Ol1pbant t hle 1101"111JI6 and 
told thea that the Pree1den\ bad &eked hla to s•t tAe1r 
ad•1oe about fr&amell, a aeaber ot the Board ot fax Appeal• 
who hAa reoe1••d a bu11n111 otter and wan\1 to re11gn. fhe ' 
Pre•1den\ al&o bad .. ked ~ whether he \he Pr111den\ 
0\1611.\ \o \alk \o Jqo Blaok aboll\ 1\ ~d HK,Jr. ea1d he 
could, beoau.ee Black hal been ••r'7 tr1ondlJ. He ad•1eod 
the Pre11dent, ~•••r, \o oheok \h11 w1\h \he V1oo Pre•1-
den\ •• Black OOIHI troa fexa~ and HK,Jr. 1e under \he 
1lpre111on \hat \he V1oo Prel1den\ wa1 \ho one who pu\ 
Black on tho Board, Jaok1on agreed \lla\ \h11 ough\ \o 
bo •er1t11d w1\h \he V1oo Prel1don\ . 

Tho Prel1dent'• at\1tude 11 \ha\1t he 1n111\1 that 
rr ... ell 1W,, ho w1ll bo 1n a be.4 huaor an4 work ap1D1\ 
u• 1n \ho Mellon oa•o . on \he other hand, he t .. ll \hat 
1t we le\ hia go and we wln \he Melloo oa11, \ho o-n\ 
•Ul be ~\ •• go\ r1d ot hUI beoau.ee we were atrald he 
would work aga1D1\ u.e and we would be or1Uo1&ed tor 1\ooplns 
to IUOh praot1o11, e\o , 

Jaok1on \hen \old \he Secretary that Traamell bad been 
1n to 111 hla. 'l'raaaell 1&1d he had had an otter tro• n.e 
Alloo1a\ed 0&1 and &lkod Jaouon 11 ad•1oe aa to ae\hlr u 
l hould aooep\. Jaobon ad•11ed hla \o 1t-.y awa)' troa Alao­
o1ated 0&1. 

Jaoklon allo aa1d taa\ attar tile Mellon oa11 adJourned, 
'l'r ... ell ap1A oue to ~ and 1&1d he Iliad \Uee people who 
wan\ \o g1•• h1a \llo1r bua1ne11 and that one of th• n• \u 
Du Pont coapaD,Y. Jaobon r epert.ed \hat Tra.aell 1&1d \e 
h1a, •I ha•• been o•or to tAe Wh1\o Hou.ee and l et\ ar re•1&­
na\1on. I 1aw \he Pr111don\ and llo 1a1d, 'You can't r111gn . 
You au1\ 1t.r.• He alae 1&1d. \llat \Ae Pree1den\ had ursod 
ll111 no\ to go , ~ell alii .. nuoned that lao had talked 
\e lloiatTro &ll4 u 414 u\ naeaber wlllola ene 1\ wae, bu\ 
e1\her the Prwe1doa\ er llola~ bad ad•1•ed la1ll w apeak 
\o Jaokloa. ft'aallell, he eald, laad •11'1 tl'&Dkl1 Wl4 la1ll 
(Jaouea) \hat tAll ai&k\ bo the oAlJ otter lae would •••r 
&o\ ud troa a f1aano1al peln\ ot •1•• he \llougll\ lae "811.\ 
\o \ake 1\. .Jaoltloa fllll, aad II \old \he Seoretar7, 
\lla\ w1\A ~' re\alner daa&llD& before traaaell all \lle 
t1at, u 11 a 11\\lt atra14 of 11.1•. 
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HII,Jr. t.o14 Jaolteoa a.4 Ollp.laaa\ \.Ut. probabl.J t.lle 
Pree14ent. at. f1ret. eol4 tr .... ll \ke 14oa ot ·~iDS. but. 
att.er t.ll1Ak1116 1\ O't'IJ' Me 4oo14o4 41ff1J'eat.l,J . Be 1&14 
.b11 ewa 4eo1d.oa 1e \Ut. u wo1114 ao\ lte~ ~ell a.4 
woll14 aot. bo atra14 of aJq IJ'lt.1o1 .. beowae we eo1114 
aln.J• let. \ke •t.oJ7 &• Oil\ t.Ut. t.lle D1l Pont.• lla4 ll.1ro4 
111a and aot. t.Ut. we aot. r14 of Aia. 

Jaokaoa 1 e ad't'1ee wae t.Aat. t.lle Pral14eat. llllo1114 aot. 
rtnn t.lle allbJeot. w1t.Jl tr .... u, blat. 1f ~ell o ... baolt 
t.o t.Ae Prea1dent. &D4 ~aao4 t.o rea1&n, t.lle Prea14ent. o~t. 
t.o let. Ilia p. 

HII,Jr. oallod t.ae Pr .. 1deat. an4 t.old ll1a et llle eoa-
nr~&t.1oa w1t.A Jaoltaoa &D4 OUpU.at.. !AI Prea1deat. wu 
qlllte aurpr1aod t.o learn \&at. tra-11 U4 btea ao4e aa 
otter b)' t.lle D1l Poat.a. Be ulted IIJl,Jr. t.o &an faoltaon ••nd oYV a --.raadllll &1'1'1DS ll1a au t.u taot.a. 

I O'l'E: The Pree14ent. today aooept.ed the rea1&n&t1en ot 
Ill". 'l'l' ... ell w1t.bollt. t.Ae aemoran4wa troa Jaoltaon. 
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February 14, 1936 

HM, Jr . told Bell that Chester Davis said t here was no need 
for a seed loan and t hat Bill Uyers said we must have a seed 
l oan . Foll owing 1s a conversation whi ch the Secretary had with 
the Vice President on the seed l oan bill: 

!lli,Jr : 
John 
Garner : 

!Gl, Jr : 

G: 

HM, Jr: 

G: 

HU,Jr : 

G: 

Bli,Jr: 

G: 

HII,Jr : 

G: 

HII,Jr : 

G: 

llli , Jr : 

G: 

Hello 

Hello, Henry, I was in the Senate Chambers so I 
pardon me for not getting out any ear lier. 

Well , I 1m sorry to have disturbed you. 

Oh, t hat' s all right , old top, you can disturb me any 
time you want to . 

Well , now look, t his is - I want In the first 
place, you r emember the thing that you and I talked 
about about publicity on that certain 

Yes, yes 

I talked t o the Boss and he thought he ' d want t o wait 
until Congress went home . 

Oh, that ' s good and then he con do ~.t himself. 

And then do it himself. 

Wel l , I think that ' s a damn good atti- because it' s 
going to be a •ery good enlightening thing 

Yes 

that's going to attract attention. 

Yes, he said he ' d do it himself just as soon as Congress 
went home. 

Well , God bless you, I think that ' s a wise thing. 
You know that old bird has got a l ot of sense, Henry . 

Yes, I think so. 

(Laughter) 7es 
intuition as well as a ~rain 

he's got an 
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That ' s right. 

( Laughter ) All right , old top 

Now wait a minute , wait a minute, that ' s t he easy part. 
Now here comes the other part . 

Yes 

Afte r he left he ca lled me ~ack on t his f ifty mil lion 
dollar s eed loan 

Who was that ? 

The Congress has passed a bill for f ifty mill i on 
dollars 

Yes 

- for seed loan. 

Yes , I know 

Now, you know, two years ago when he signed it he said 
it would be t he l ast one he ' d sign - ? 

Yes 

Last yea r he took it out of the four billion eight . 

Yes 

Now, here ' s what I told h im - here cooes the l aw on 
the Bonus, he vetoes it 

Yes 

Here comes along fifty million dollars for seed loan 
and he signs i t 

Yes 

And i t' s not i n t he Budget 

Yes 

They r eal l y d on' t need it . 

TheJ don ' t need it - A God d8111led cent of i t and 
everybody knows it and I bel i eve he could veto it 

Yea 
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G: - ring a message around the country - it wouldn't 
offend a single farmer. 

IDI, Jr : 

0 : 

HJ.I, Jr : 

0 : 

mi,Jr: 

No Rex Tugwell sat there and t old him, ' Oh, Ur . 
President , you've got to sign it because they ' ll over­
ride your veto• . 

Well, they might do it. 

Now I said, 1Mr . President, would you l ike me t o go 
up on the Hill and sound out a couple of peopl e and 
give them the Budget and Treasury view point?• And 
he said, 1Yes, go ahead . ' 

Yes 

And that ' s why I 1m calling you up and wondered i f I 
could impose on your good nature and if you t hought 
it was good sense - good politics - if you could 
have J oe Robinson and t he Speaker, come to your office 
and Bell and I ' d come up there, and we ' d have a l i ttle 
meeting . 

G: All right , you can do that , but you can come over here 
t o my office and we ' ll send f or them nere in the Senate 
or we •ll set it over in the Senate Office Building , 
Just as you like . 

IDI,Jr : 

G: 

fr.! ,Jr: 

G: 

HM, J r : 

G: 

HU, Jr : 

G: 

mi, Jr: 

Well, I mean, I ' l l come any place that you say. 

.. ell , a l l right , when? 

Well, do they work tomorrow - do you want to do it - ? 

No, t hey don't work t omorrow, I don ' t believe . In the 
House they r.ork tomorrow. 

Yes , well do you think - Well, doesn't Joe Robinson 
work? 

Well , he may go visiting or something , I don ' t know 
about it . He's making a speech now on - 1n the Senate 
on this debent ure outfit 

thi Way - if you have a moment t o Well, I ' ll leave i t s 
find out about Joe and t he Speaker 

All right 

Bell and I'll come any time that you send for us 
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I'll find out and ht you know, 

Will you let IH know this afternoon? 

I'll do it as quick as I can find out . 

Right 

All right 

llow, look -

All right 

Don't you th~ it's worth making the effort? 

Oh, yes, it ' s worth th1nk1n~ about , 

Right 

You bet 

0 K 

All right. 
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Friday 
February 14, 1936 

Heney' did Oliphant tell you the message I was trying 
to get to you last night? 

Yes, and I - within - I got it to Ycint re 
didn't know what I was talking about _ Y and he 

Yes 

He said he was going to coJ.l you, but he d.id go over 
and see the Pres.ident . 

I had already talked to Wcintyre but he put me over on 
Charlie \'lest who v1as there -

Oh 

And West agreed to go in and talk to the President about 
it West appeared to comprehend .it all r.ight -

Yes 

- last night -

Yes , what happened? 

Well , I haven' t had any report I don ' t know. 

As long as I got you, what the hell is that bill, 
anyway? 

It would 

What? 

I tel.l you, here ' s exactly what it would do. It would 
author.ize the Secreta ry it would requ.ire the Secre-
tary of the Treasury to i ssue to exporters 

Yes 

- of corn, rice, wheat, cotton and t obacco -

Yes 

certifi cates at the rate of seven and a half cents for 
corn, a half cent a pound for rice , twent,y-ane cents 
a bushel on wheat, four cents a pound on cotton 
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Yell 

- and two cents a pound on tobacco 

I see . 

No certificates would be receivable by the Treasury 
in payment of import duties on imports. 

I see . 

In other words, what it Y~ould do, it would take our 
existing exports and those additional exports that might 
be encouraged by it and you ' d issue certificates 1n 
the amount mentioned which would be sold to people who 
wanted to ioport goods from abroad - our regular 
dutiable imports , of course, would be the ones that 
they ' d buy it for 

Yes 

And it would mean - our estimate here is just a rough , 
hurried estimate - it ' s somewhere between a hundred 
and seventy million and two hundred and forty million 
dollars of our present import duties would be paid in 
the form of these importing certificates and yield no 
revenue to the Treasury whatsoever . 

I see . 

A fair estimate, I think, would be around two hundred 
million dollars that would be knocked out of your import 
reverue, you see, and be paid instead - just d1vert1nf! 
that income from the Treasury to the exporters of these 
agricultural commodities . 

Yes, where is the bill now? 

The bill is 1n the Senate as an amendment to ours and 
there • s according to our friends up t here in the 
Senate

1

1 there•s a real chance that it will be passed 
in the Senate. 

I see . 

The work is done 
ni&}lt 

now I talked to Cordell Hull lost 

Hll, Jr: Yes 

0 : And he ' d called the ibite House, 
he called the President direct -
he cal led Kac, you see? 

but I don't think 
they all see• to -
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!Dl, Jr: Yes 

0 : 

HII , Jr : 

D: 

IDI, Jr : 

D: 

:Jl!,Jr : 

0 : 

m.t , Jr : 

0 : 

IDI, Jr : 

0 : 

Hli , Jr : 

D: 

RU, Jr : 

D: 

Hli, Jr: 

0 : 

I call ed Joe Robinson and Cordell Hull did call 
Senator Smith, who agreed t o oppose it . Robinson 
told me t hi s morning he believed they could defeat it . 

I see . 

But Senator Bwlithead 1 s office and Senator llurphy both 
tell me t hat they t hink t hat a vote yesterday would 
have passed it . 

Yes 

Now, if i t passes the Senate, when you get over in the 
House, Henry , if you re~ember, ~arvin Jones introduced 
the first export debenture bill about ten years ago -

Yes 

He's introduced t hem periodically since and i t would 
be, I think, fUlly inconsistent of UarviR to stand up 
there and put up much of a fight against it . . So with 
the Committee Chairman in charge of the bill consenting 
to it, I don't know what would happen in the House . 

Would you like me to call Joe Robinson? 

Well, I I' ve already talked t o him. I thought any 
contacts you have 1n the Senate - tha t are particu-
larly 

Well, the main thing is I ' m going to talk to the Presi­
dent again 1n a few minutes and I 111 bring it t o his 
attention . 

That ' s the important t hing . 

I'll do that. 

That ' s important . 

I ' ve got to talk t o him in a couple of mi nutes . 

Yes Henry t here ' s another t hing . I thought you' d be 
int~rested 1in our cotton sales yesterday . 

Oh, yes 

You know, 
f ifty thousand bales . 
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Yes 

And received bi ds for two hundred and forty-seven 
thousand 

No? 

Yes , he let 
thousand 

Yes 

immediately accepted up to fifty 

And is proceeding to sell on the other . He thinks 
this week he 111 sell perhaps another t wenty-five 
thousand 

Grand 

on that and the market went up on the spot while 
he was selling . The r eason being , I mean the market 
stiffened because there was such a sple.ndid evidence 
of demand, see? 

Now is which cotton is t hat? 

This is the pool cotton . 

Now that ' s the money that we get back? 

Yes 

Good 

Yes 

That ' s very very encouraging 

Yes 

And t hat ought to kill the Smith Bil l , wouldn't it or 
will it? 

Well if there ' s any if human beings were rational 
I ' d say i t would, but they ' re not . 

Yes 

Yes 
Well , if I get bold of the President, which I have to -
he asked me t o call him 
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Yes 

I ' ll talk and then I'll call you back, Chester. 

All right, Henry. 

Thank you . 

Goodbye . 
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February 15, 1936 

Bell and I wen~ on ~he Hill tor a meeting that I asked 
the Vice President to call. We mot at hie office and the 
Speaker, Senator Joe Roblncon and Uarvin Jones were preeen~. 
We were there to d i sous s t he $50, 000,000 seed loan bill. 
I had come up t o find ou~. if the President vetoed the bill, 
whether t he Senate and the House would override hie veto . 

Sena~or Robinson star~od ln t o make a long speech. 
He ~hinks $50, 000, 000 was merely a pi~tanoo and it wen~ to 
people who were not reached by Work Relief and tnat it wee 
their only contact with ~heir Government. He left me cold 
as a cucumber. I had decided before going up t here t hat I 
would not at~empt to ge~ i nto an argument as to t he merits 
or needs for a seed loan bill, but confine myself solely to 
the fiscal needs of t he Treasury and the auaset. 

I told t hem t hat as matters stood now, the Budget for 
1936-1937 was in t he red $1,017,000 ,000 due t o AAA being 
declared unconstitutional; that ever y $50,000,000 that wee 
added ~o ~his sum meant t nat much additional taxes. I also 
argued tha~ the more taxes we had to raise, t he more fuel we 
added to t he inflationary group whG are opposed to r aising 
taxes . I made some impression. I also argued, How could 
the President sign a $50,000, 000 seed l oan Just after having 
vetoed ~he soldiers bonus? 

The 
hel pful. 
in f avor 

Vice President , all through t he argument, was most 
He 1e aoainet all seed loans in principle and was 

of the President' s ve~oing ~his bill. 

The Speaker took a s i milar position. He said ~hat he 
feels the House will not override t he President ' s veto. 
Senat or Robinson ea1d t he Senate would . The Speaker agreed 
t o make a secret poll t o see what t he senti ment in the House 
was. He said he tel~ that t here were enough people that 

1 

come. trom oitiee and towns who would susta in t he President s 
veto. The Speaker said he could le~ us know by Tuesday or 
Wedne eday . He esid he makes a poll of t his kind through 
the Democratic whip , Pat Boland. He said he would also sound 
ou~ t he Republic minority leader. 

As I lett, Senator Robinson pu~ his arm around my 
shouldere and said I had hi e sympathY 1n my problems. 

I wen~ away feel ing tha~ they recetved me much bet~~r 

I 
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than I could have hoped for and I go~ a distinc~ teellng 

of respect. 

When I got back, I let Ucin~yre know about ~ meeting 

and I told hlm I could wait until Uonday to r eport to t he 

President unless the Presi dent really wanted to see me. He 

'phoned baok a little la~er that the President would oee me 

a t 12: 45 . 

The President was 1n a very good humor. I reported 

on ~ meeting and he seemed pleased. He sai d , muon to ~ 

surprise , "When you prepare a veto message for me on this, 

try to include 1n it a s t atement t hat when we get the new 

Work Relief money I will allocate certain funds out or it 

for seed loan.• I did not want to argue with him on this 

point as I tel~ in twenty- tour hours I got him to completely 

reverse hi mself and t hat was enough tor one day. 

He told me that he had seen Pa t Harrison that morning 

246 

and the President said, laughingly, "I used your figure , Henry, with 

Pat, or $1, 017 , 000, 000, although I still ass tha~ that 

figure is all wet .• This was hi s w~y of letting me know 

that after e nucber of days he tlnally convinced himself 

that our figures were correct. He said, •I told ~t tba~ 

there would be a tax bill and tha~ we had to ralSe the taxes. 

to meet t he AAA expenditures. I furthermore told it~ that 

I had oome to no decision ao to what kind of taxes and would 

say not hing and do nothing about it until I had discussed it 

with Pat first.• 

He tnen said, •oon ' t you thi nk that we ought to send the 

tax message up abou~ Uarch 21 • and I said, "No, because that 

i s the day we are going to announce our t inanolng and I wish 

that you would eend it up a week earlier so tnat whatever ef-

fect your tax message had would be behind us before our financing.• 

He agreed to t his. 

In outl~ng his tax meesage he said that we should describe 

the various kinde of taxes that could be used, but lie ••ked would 

tho message show t hat it would definitely leave it up to Congrees 

to decide what specific rorm the tax should take? This means 

that the Treasury has to get busy and get something to the Pres-

ident immediatelY. 

I got a le~ter from Eugene Black, Jr., saying tnat he could 

no~ accept the Under-secretaryship on account of the illness of 
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Bello -

Hello, Henry, I was in the Senate Chambers so I -
pardon me for not getting out any earli er . 

Well, I 1m sorry to have di sturbed you. 

Ob, that's all right , old top , you can disturb me any 
t me you want to. 

Well , now look, this is - I want - In the first 
place, you rP.member the thing that you and I talked 
about about publicity on that certain ? 

Yes, yes 

I t alked t o t he Boss and he thought he ' d want to wait 
unti l Congress went home. 

Oh, 'tb.at' s good and then he can do it himself . 

And then do it himself. 

Well, I t h ink t hat ' s a damn good atti - because it ' s 
going to be a very good enlightening thing 

Yes 

- that ' s going to attract attention. 

Yes , he said he 'd do it himself just as soon as 
Congress went home . 

Vlell, God bless you, I think that's a wise t h ing . 
You know that old bird has got a lot of sense, Henry. 

Yes, I think so. 

(Laughter) yes 
intuition as well as a brain 

he ' s got an 

That' s right. 

(Laughter) all right , old top 

Now wait a minute , wait a minute , that ' s the easy part . 
Now here comes the other part. 

Yes 

After he left he called ~e back on this fifty million 
dollar seed loan 
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Who was that? 

The Congress has passed a bill for fifty million dollars -

Yes 

- for seed loan. 

Yes , I know 

Now, you know, two years ago when he signed it he said 
it would be the last one he ' d s ign. 

Yes 

Last year he took it out of the f our billion eight. 

Yes 

Now, here ' s what I told hi~ - her e comes t he l aw on the 
Bonus, he vetoes it 

Yes 

Here comes along fifty mill ion dollars for seed loan and he 
signs it 

Yes 

And it's not in t he Budget 

Yes 

They really don't need i t . 

They don't need i t - a God damned cent of i t and 
everybody knows i t and I believe he could veto it 

Yes 

- ring a message around the country - it wouldn' t 
offend a single farmer . 

No - Rex Tugwell sat there and told him, 'Ohf ~. 
President , you ' ve got to sign it because they 11 over ­
ride your veto '. 

Well , they might do it . 

Now I said, 'Mr. President , would you like me t o go 
up on the Hill and sound out a couple or people and 
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give them the Budget and Treasury view point? ' 
he said, ' Yes, go ahead .• 

Yes 

250 

And 

And that ' s why I ' m calling you up and wondered if I 
could impose on your good nature and if you thought 
it was good sense - good politics - if you could 
have Joe Robinson and the Speaker , come to your office 
and Bell and I ' d come up there, and we'd have a little 
meeting. 

All right , you can do that , but you can come over here 
to my office and we 'll send for them here in the Senate 
or we ' ll set it over in the Senate Office Building, 
just as you like . 

Well, I mean, I' 11 come any place that you say . 

Well, all right, when? 

;Yell, do (.ney work tomorrow - do you want to do it -? 

No , they don ' t work tomorro", I don't believe . In the 
House they work tomorrow. 

Yes , well do you think - well, doesn 't Joe Robinson 
work? 

Well, he may ro visiting or something, I don't know 
about it • He ' s making a speech now on - in the Senate 
on this debenture outfit 

Well, I ' ll leave it this way - if you have a moment to 
find out about Joe and the Speaker -

All right 

Bell and I 'll come any time that you send for us 

It ll find out and let you know. 

Will you let me know this afternoon? 

I ' ll do it as quick a s I can find out . 

Right 

All right 

Now, look 
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.Ul right 

Don 't you think it's worth making the effort? 

Oh, yes , it ' s worth thinking about . 

Right 

You bet 

0 K 

All right . 
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'1\ . Randolph 
Burgess: Hello -

HM ,Jr: 

B: 

HW,Jr: 

B: 

HII,Jr: 

B: 

lilJ, Jr: 

B: 

llli , Jr: 

13 : 

IDl, Jr : 

B: 

!Dl,Jr: 

B: 

Hli, Jr: 

B: 

IDl,Jr: 

B: 

llli,Jr: 

Hello, Burgess 

Good morning, sir , how are you? . 
I ' m fine . 

I ' m expecting to toke a train on Sanday night and be 
with you Wonday morning and 
program -

That ' s 
need 

we 've set 3side all t he ti~e that you ' ll 

That ' s swell 

Beg1 nning w1 th t en o 1 clock and Bell's got all the figures 
and ne 1ll have them ready at ten o ' clock. 

Well , that's fine, because I did want to suggest, 
there are a good many the more I t hink about it the 
more implications I s ee in it that we need t o explore 
pretty ca refully. 

Do •iibat? 

That we need to explore it pretty carefully. 

You mean the bill idea? 

Yes and the timing of it and the question of 
balances and so on 
Yes - Well, you still think it' s a good way to raise 
the money, don ' t you? 

Yes , but I wouldn' t start right away, I think. 

You wouldn' t? 
Wy feeling now is that I wouldn' t start until April first , 
anyway . 

Why? 
Well, I think you ' re going to have uncomforta~ly large 
balances. 

Oh -
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And doing it w1 th bills of course it takes it out 
of the market in cash so tha t you' d be lap~1ng up 
excess reserves and doing the Federal Reserve Board 
job 

Well 

I just want t hings t o think about, that ' s all -

Well - that's - T 
on this. 

• 
That' s fine . 

You know, I mean 
think about it 

That ' s right, yes. 

I 1ve given you ten days 

you've had all of t his week to 

We don 't have to start, of course, the t hing t hat -
that was pushing me t o start i t 

Yes 

But I thought it was only fair to let t he bond market 
know how we were going to raise this money . 

Yes , well, I don ' t think that ' s bothering them very 
much. 

You don't? 

I've been checking the market pretty car efully 

Yes 

253 

And we can go into it llonday and my present hunch 
i s that without knowing more about it that - that is 
from your point of view - that you can very well afford 
to wait until after the financing. 

Well, from the standpoint of gettin& the money and keeping 
ahead 

Yes 

April first is time enough. 

Yes, yes 

But you might also have it 1n mind that we think we need 
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seven fifty cash exclusive of the Bonus. 

Yes , yes, that ' s exactlJ what I think is about what 
you would want • 

What? What we're figuring on - what we're going 
to show you is seven fifty in cash on the f ifteenth 
of March and seven fifty on t he fifteenth of June. 

Yes 

If we do tha t , exclusive of the Bonus coney, that'll 
take us thr ough unti l after November . 

Well , that 1 s exactly the t hing as I had in mind . 

Yes 

Yes 
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And then the other is counting on just turning - r olling 
them over . 

That ' s right;, yes, yes 

Is that what you were count ing on? 

Yes , that ' s j ust what I thought. 

And we could still start Apr il one and keep ahead of tbe 
game . 

Yes, you could. 

Yes , there ' s a good deal in what you say - if we get t oo 
big a balance it doesn 't look so good either, does it? 

Vlell then there 1 s the Congress will get excited about 
it and it gets int o the f ield of credit control, too, 
because this would mean taking money out of the market. 

I see. 

That's no harm except t hat it - it's taking over 
part of the Federal Reserve Board ' s Job. 

And it also increases our public debt . 

That ' s right . And it woul d cause a lot of comment . 

Hll , Jr : Yes 
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B: 

HM,Jr: 

B: 

HM ,Jr: 

B: 

HM, Jr: 

B: 
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because 

Well, 1 1m glad you spoke to me now you've got our 
requirements and you can be thinking on that . 

Tbat's fine . 

All right. 

Well, that's fine, I ' ll be there at ten . 

Thank you. 

Be good. 

Regraded Unclassified 
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