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Agricultur. - Crop Insurance 
Wallaca raq•aut tor $100 llillioc diacuued at group 

... tin&- 3/l/37 •• ••• ••••• ••••••• ••• •• •. • ....••• ••• ••• LVII 4 
AppoiDt.enta and Re&i£D&tiona 
C~uiooar or Intan>al. 911'anu.e praaante rac-..dationa 

tor IDten>al. a.,..n..., Agent 1D Cbarce, fewark, l ew JerSffTI 
Thornton, Rellbm O. J Shotwell, Slo7'"0DdJ lelly, Joseph F.J 
and Moraaa, JohD J.. .. .......... ...... .. .... ........ ..... 23 

Bates, !arl A. - See also Book LVI, page 86 
HIIJr consults O.ruer about grantin& S.utor Mye 1 a raqueat 

for thirty-day appo1Dtaent1 a.ruar appro-rea - 3/3/37. .. 234 
a) Senator Nye notified- 3/3/37. ... ... . ...... . . ... .. 260 

- B-

Bates, Earl A. 
See AppoiDtHote aod ReaigDationa 

-I-

Export-Iaport Bank 
HMJr asks Taylor tor memorandum concarn1ng loan to It~ 

tor cot toll spinners on nine-111ontha' crttdit - 3/1/37 .. .. .. 
a} HMJr doae not understand how thi.s loan can be 

uda when he is told under tba Johnson Act loan 
o&DDot ba ude to French r ailways 

b) 'fqlor and Ball explaiD tbat Export-aport Bank, 
u well •• all other whollJ' owned or controlled 
gonr1111ental organisatioos, is ex•pt rro. 
Johnson Aot 

Foreign LoaDs 
See Exporl-Iaport B&Dit 

France 
See Stabilba tioc 

- F-

Loan - - Ezport-Iaport B&Dit 

-B­
Barn.rd-Iala-PriDoatoo Conteranoa on Plilllo Affairs 

at Bar1'ard Uni•araity , 2/27/37 
For epaeoh b7 HIIJr, aM Book LVI, page 360 
Baa s deaoribee to 9•30 group excellent iapreeaicm that 

HMlr .. d e - 3~37•• • • ••• ••• •• ••••• • ••• • •• • •• •• • • •••• 
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Housing 
HMJr tella Senator Wagner (New York) be would like to 

diseuse- J/l/37 •• ••. •.... •• • ••••• •••••••••.•• •••• ••. LVII 42 
Meeting 1D re Wacner bill at HMJr ' a bo.e; present: 

Goaton, Opper , llclleynolds, Barton, Dunning, Lindow, 
and KeJaerliDg (aecret.aey to Senator ,._cner) -
3/1/37, 8a)O P.M•• • •• •• • • • •••••••••••• ••••••••• ••••••• 62 

a) Actual bill•••••••• • •• • • • •••••••••••••••••••• •• •• 10) b) ~eat or bill........ ........ ....... .. .......... 10~ 
e) Comparison of estimated ro<lD costa under Tre&llll'7 

plana TiilliaJuburg and Tecbwood projecte1 
eatimeted montbl7 roo. chargee for each project 
under Treasury, Public llorke Acllli.Diatratioo, and 
l 'agner bill &llortization achedulea. .. . . .. . . . ..... lll 

d) Net coat to Federal. Govern~~ent ot U billion 
low-rent hous1Dg prograa finenced ent1rel7 by Federal loans..... ......... ...... ... ............. 11) 

e) Rent per rooa and 1Dcome groupa rMched b7 printe 
enterprise and public houa1Dg • •••••• •• •••• •• •••••• 

HMJr di.&oueaea bill with FDR- 3/ 2/ 37 •••••••••..••••••••• 
a) FDR 1a tol"!lul.a: 1D six or aenn yeara $1 billion 

worth of •alua c l earance• (FDR uaed t hia pbraae 
rather than •low-coat bouai.og•) and doea not want it 
to coot more than $35 million a year 

1) HI&Jr says this is impouible 
b) FDR aeka that it be worked out; saye the English have 

done it 
e) HMJr tells FOR that what Wagner bill propoaes is 

f1Dane1ally 1mpoas1ble; tbat UDder it we would be 
doill8 what Hoover accused ua ot doing , nute17, 
aett1Da up a double set of boob 

Conference at llbite Bouse; preseota FDR, HMJr , Ickes, llagner , 
Fah8J , McDonal.d , Frederick Delano, Bell, and three membera 
or ~agner start- 3/ 2/)? ••••••.••••• ••• ••• •••• ••. •••...••. 

a) HMJr asks Ickes to meet bim prior to conference 

122 
124 

135 

to go over figures. ...... ... ................ ...... .. . 140 
b) Bell uked to aurvey prograana laid doY/ll 1D 1938 

budget to aee wbetber any savings could be effected 
to be used for tinancina provisions or houaing bill 

- I -

Inco•e Tax Returna - Simplltieetion ot 
Discussed at group meeting- 3/4/37............. .... ......... 294 

Ita17 
Loan - see !~<port-Import Bank 
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Araki, llew York repreaentatift of Bank of Japan, call.a 
on Sprolll (Federal Reserft Bank) , en-ratina oartain 
pointe OODOarni.DB :a~•s intention to export certain 
aaoanta of gold- 3/2/J? •• ••• •••••••• •••• •• • ••• •••••• 

3ohnaoo Act 
See l!:xport.-lloport Bank 

- J[ -

Kelly, Joseph F. 
See Appointments and Resignations 

-·-
Mint, Bureau of 

Silver DeposUoryt IDIJr tells Woodring, FllR has decided 
on West Point (Site Ro. 5) - 3/1/37••••••••• • •• •• ••• •• 

a ) lloodrini tills IDIJr his tecbnical ad't'isers 
oppose Site Ho. 5 

llorgan, 3ohn : . 
Se e Appointlllents aDd Resignations 

- 0-

Open Market Cooa.ittee 
Discussion of aomeral buaineaa conditione - 3/3/Yl •••••• 

- R-

Railroad Adll,inbtration 
Bell reports on winding up or affair&- 3/1/37 ••••••• ••• 

a) ExeoutiYs Order signed by FOR tranafsra personnel 
tUea to Civil Service Coaaission, t raffic end 
rata fUea to Interstate Coueroe eo-iaaion, 
Minnesota fire claDs fUse to General Accountina 
Of'tlc•J financial recorda, at cetara, rPain in 
Treasury 

b) Bell augaeah Collins aa Aaaiatant to Director 
General to sip current 11&11, at cetera 

Railroad Rettr.ent Act 
See also Book LVI, pace 175, tor rewu' 2/24/37- 4/21/)7 
IDIJr ulo:a Magill and Bell to prepare Cor FIJI • rea,... ot 

tbe teobnical aapeota and alao a letter Cor 9113r to 
tranallit, &i'fiDC .t.talla ot conterenoe witb LatJ...r -
JNn ....... ... .•. _ .. .•. .... . _ . .•. . ........ .... .......... 

a) lie....., end latter preMDtad to FDil - 3/2/)7 •••••••• 
1 ) FIJI reada ..q tint 8beet and tb ... talla 

ID&lr to pt .u~, LatJ...r, •ctll, and 
Bell •...s tbrula 1t oat• 

Book 

LVII 

Pase 

2ll 

44 

2 
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Railroad Retil'Ulent Act (Continued) 
llagill memorandum to BIIJr, reporting telephone conversa t ion 

wi t:t Lataer concerning Dow-Jones ticker report of 
agreement bet•een railroads and employees on retirement 
plan- 3/l/37•• • • • •• • • •••• • • •• • • •• • ••• • ••••••••••• • • •• • LVII 

New York Times article atetes • pact provides cut in reil 
wage taJ<; pension quota would be roduced from ) . 5~ to 
2 - S~; would save $18,600 , 000• • ••• • •• • • • •••••••••••• ••• 

RMJr talks to Altmeyer- 3/2/)7 •.•• • • • ••• •••.•••••••••.•• 
Conference in IDI.Tr's nf'fice; present• llagill , Olipba:nt, 

Bell, Gaston, La tiller, and .Ut.>eyer - 3/2/)7 •• •• • •••••• 
e) llewspaper stories nt' tentative agrM~>eDt diacuaaod 

1) All agree tbia ill •coercing publicity•; 
new article &\ligeatod •in rtew of the 
newspaper publicity • ••••• • 

b) l.xcbange of correspondence between Cbai=an Lataer 
of Railrolid Retireaent Board and Cllainlan Winant of 
Social Security Board, 2/9/37 and 2/10/)7 • ••••••••• 

llemorandl.llll fr0111 Latiller giving backi,'I'Ound of Act, course 
of negotiations, cost, et cater•- 3/3/)7 •••• ••• • •••• •• • 

e) Di scussed at group meeting- 3/4/37 • •••• • •••••••••. 
Rueaio. 

See Stabilization• France- )/J/)7 ••.•••••.•••••• ••••.. •• • 

- s -

Shotwell, Ra7"'ond 
See Appointoaents and Resi£1lationa 

Silver Depository 
See Mint, Bureau of ' 

Stabilization (arranged cbronologie&ll.y) 
Fr&Dce: 

Page 

41 

125 
143 

lSl 

189,191 

248 
287 

2)) 

Ambassador Bonnet , Jules Haney, and Livesey (State Department) 
call on HWJr- 3/1/37.. . .. . . . .... . .. . .............. .... .. 49 

a) France wishes to remain •holly in accord rltb tbe 
monetary understanding and faithful to the trade 
agreement of Hull 

American Dobassy (Paris) reports that Bl1.111 baa told a 
reliable newspaper correspondent to pUblish a statedent 
t o the effect that French Government bas decided against 
excban.ge control - 3/2/37 ... . .... · • • • • • • • · • • • • • • • • • • • • • • • • 194 

Regraded Uclassified



( 

c 

- S - {Continued) 

Book Page 

Stal>llizatiooa hance (Continued) 
llallet brings aeeeage f'l'Oia Cbuberlain to llliJr - J/2./37. .. LVII 196 

a) •Hie llajeatJ'a Gonroaent baa \lrged hench GovernMllt 
to take speedily moat vigorous action to restore 
confidence; in their reply, French lli.D1sters stated 
they were fi=l7 refusing to iapose exchange cootroi 
aod that aeasures UDder collsidaratico include f'rea 
movement or gold, • pause in increase or expenditure, 
use of a more elasti c techol.que by French equa.li~U~tion 
fund to defeat speculation, limi tation of rise in 
prices, and reductico of cuatoas tariffs md abolition 
or Uaitatioo of quota reatrict1oos• 

1) Actua.l. atessa.ge. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 207 
s) lOUr show a to FOR and says that he (HIIJr) 

thinks obvious thing for French to do is 
to devalue extra ~- J/J/)7. .... . ....... .. . 2.)) 

b) I!K.Tr baa been thinl<illg for acme tiae but 
has not wanted to propose to FOR as 1et 
the t beat solution of French problem 
would be to ask Soviet Rueda to Join 
Triperti te Agrea:ent; large holdings of 
Russian gold llight ae.ke just the sufficient 
difference to tide French over present crisis 

c) !lloiJr tran81111ts copy of lll8ssage to Hull -
3/3/37.... ... ................................ 231 

Cochran reports on visit of Professor Rist- J/2./)7. . . .. . .. . . 2.12. 

a) hance must choose from liberal. policies of Un1t. ed 
States, Craat Britain, et cetera, or closed econoooiea 
of Italy, Cercany, et cetera 

b) llhen Riat , as Chairaan of COIDittee of Trade Polley, 
called co Blua, ha found Preal.er ayapathetic with 
ar~ta in favor or acre central.iaed trad.e policies 

c) Rist regrets that Bl\IID Goverruoent finsncial. policT 
does not inspire confidence of t be people 

d) Rist edmi te disapproval of both Governor of Bank of 
France and ll.1nister of Finance 

e) If aey loan ia iaaued tor Frmce', it sbould be iaaued 
on the market in Paris 

f) StronglT advises that Bonnet send coaounicetion t o 
Blua, setting forth iapresaion~ he has gained in 
Oni ted States 

HIIJr discusses Chaaberlain aeasage with l'eis , Baas, and 

Lochhead- 3/3/37••• • •••••••••• • •• •••• •• •• •• •• ••••••• • ••• • 281 
a) Cbuberlain thinks France cannot last •ore than one 

week - Coollran ~· two weeka; HIIJr ennous to tifrll"' 
out what Ulllted States can do; HIIJr ' a ida of inviting 
Russian participation to Tripartite Acre-t diacuaMd; 

Feia ~oodera whether Japan could not aerTe in place of 

Russia 1 I tsly al.eo euggeated 
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Stabilization: France (Continued) 
•Le Petit Pari sien• article, statinl that Washington 

correspondent baa cabled that HliJr flne Bonn.et 
•unequivoca.l aaeurance• of suppor t , diacuased with 
(1) YDR, (2) Hull , (3) Jules Reor,y , Counselor of 
French EllbaS"7, and (4) at pre eo conference - 3/ 4/ 37. . LVII 

a ) Denoyer' s article in •te Petit Parisien• •••.• •• •• 
Fais '!'honea that Allbaeaaclor Bonnet •i a wholl)' ..._zed 

at article in Pet it Parisien• - 3/4/ 37 ••••••• • •••••• • • 
HliJr reports incident t o Cochran- 3/4/37 • •••••••••• •••• 
HMJr expl ains to Mall et - 3/4/37• •••••••••••·•·······••• 
ameriCian &lbaasy (Pari•) quotes Reut er cablegr&lll in 

London Timea &tilting t hat Bonnet ba a infonned reporter• 
be intends t o opon war debt disouaeiona with Government 
of United States- 3/4/37••• ••• • ••• •••••••••••••••••••• 

American F.abasay (London) r eports on new uasuree under 
considera tion by French Government - 3/4/37 •• •••••• ••• • 

Sugar 
See also Book LVI , pages 349, 351 
!lew York Times arti cle in which •FDR c011pletely throws dcwn 

Henry Wallace" - 3/4/ )7 •••••..••••• • •••• • .••••.• • • ••••••• 

- T-

Thornton, Reuben 0 . 
See Appointll>enta and Resignations 

- u-

312, 317 
))1 

))4,))8 
341, 347 
352 

U.S.S.R. 
See Stabilitati on• France - 3/3/37... . . . ......... .. . . .... . . 2)3 
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GROUP liEETI:NO llarch 1, 19.37 

9:.30 "·"'· 

Present: 

H.:l.Jr: 

Gaston: 

Roche: 

Gaston: 

U. r.I . Jr: 

Mrs Klotz 
lolr . McReynolds 
Mr . Bell 
Mr . Lochhead 
Lliss Roche 
Llr . Taylor 
!.tr . Haas 
Mr. Gaston 
Mr. Magill 
lllr . Oliphant 

Speaking for ~self, I had a swel~ time. 

Fine . 

Good . 

I wanted to report for Mr. Upham. He called me up 
yesterday afternoon. His mother is quite ill 
and he ' s gone to Iowa . 

Oh, I ' m §3orry . Mac? 

llcR : I think we 1 11 be ready any ti.me today on the t . 

H.W.Jr: Wel~, I'll let you know a little later. 

llcR : All right . 

H. li.Jr: I read everything you gave me. If you don' t mind 
~ sayi~ so, it wasn ' t very satisfactory. You 
(Oliphant) tell Clarence, will you, that I want to 
see him at eleven and actually go over this bill; 
wil~ you? I mean I've got to understand it . And 
I'm not going to menti on who did the analysis, but 
it wasn't done -Mac didn ' t do it - but it Just 
wasn't satisfactory. 

Ollphant: You want to see him a t eleven? 

B. M. Jr: Yes. You too, llac, . at eleven. I Just want to sit 
down and read the bill paragraph by paragraph. 
Well , I'm not going to show this to Upham - I mean 
Opper . Nhat I'd like for him to have on it is lots 
of space so that it says what it does and I can 
write underneath i t, as I go along, what I think it 
sho~d do. 

1 
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Oliphant: 

tt .M.Jr: 

llcR: 

B. loi.Jr : 

llcR : 

H.M.Jr: 

MeR : 

B.lt .Jr: 

Bell : 

B.M.Jr: 

Bell: 

B. l4 .Jr: 

Bell : 

H.)(, Jr: 

- 2 -

Do you want him to have that summary before eleven? 

Not- try to, but if he can' t .•.• Do you want to 
phone him? 

(Oliphant goes out to phone) 

Well, you might as wel l have the other man here 
at eleven, Mac . I mean I didn't get what I wanted . 
I read everything . 

Barton? 

Barton, yes . I mean you gave me the only thing I 
got anything out of . But wnen it g ets to the tech­
nical things .... So you and Barton and Opper a t 
eleven. 

O.K. 

Anything else, Mac? 

No. 

Dan? 

Some t ime ago I t alked to you about wi nding up the 
Railroad Administration. 

Uh-hub. 

2 

Well , it is practically completed . We bad an Execu­
tive Order, which the President approved, transferring 
the files pertaining t o personnel t o the Civil Service 
Commission, the traffic and rates files to the Inter­
state Commerce Commission, and the Minnesota Fire 
Claims files to the General Accounting Office; and 
all the rest comes to the Treasury. We have taken 
over all the financial records and the assets, and it 
will be operated, I suppose, out of my office upstairs . 
The personnel. •. 

Those six or seven fellows? 

Yes . The three main men and one stenographer have 
gone to Internal Revenue. 

Good. 
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Bell: 

H. rJ . Jr: 

Bell : 

H. !oi . Jr : 

Bell: 

H. ?.I .Jr : 

Bell : 

B. LI . Jr : 

Bell : 

H. loi . Jr : 

Bell: 

Roche : 

Bell: 

H.M.Jr: 

Bell : 

B. M. Jr: 

Bell: 

H. Y. Jr: 

- 3 -

One stenographer to the Bureau of the Budget. 

Yes 

And one fi l e clerk ! 1m keeping upstairs to run 

3 

back a nd f orth t o Annex One . Mr . Oliphant ' s office 
thought it would be well not to have any other 
Executive Order at t hi s time abolishing the office 
of Director Gener al . We would carry right on and 
handle work r i ght upstairs . Now, it might be neces­
sary for you to designate someone a s Assistant t o 
the Director General 1n order to si gn current mail, 
routine stuff . 

Whom would you suggest? 

Well , I think maybe Collins might be a good man. 

Sol d . 

I ' ll submit t o you tho necessary papers. There 
will be a few checks to sign from time to time for 
claims, and as soon as we wind up t he accounts of 
the Disbursing Officer ••• 

Does it mean I s till have my railway pass? 

I think ••• 

Just like for the l ast three years? 

Yes , I assume you can . You ' re sti ll Director General . 

I thought you a lways flew . 

You're still Di r ector General . 

' 

Well Dan, it ' s two weeks since we gave any memorandum 
to t he Pr esident . 

Yes , I've worked on that. 

You're not r eady for it today? 

No . 

Did you s ee according t o the newspapers that Wallace 
asked - how much, a hundred m.Hlion dollars for 
crop insurance? Then I saw I ckes made a statement 
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Dell: 

B. M. Jr: 

Bell: 

H. :.i . Jr: 

Bell: 

B. :.t . Jr: 

rJ~tgi ll: 

!l . t.! . Jr : 

lfagill: 

B. ?.I . Jr: 

Magill : 

H. li.Jr: 

llagill : 

Bell : 

B.II.Jr: 

Magill : 

- 4 -

about ten million dollars administrative expenses 
wasn ' t enough . 

Yes, he said tha t wasn ' t enough. Hasn ' t very much 
happened on the Bill other than what the President 
sent up. 

But he doesn't- the f act that I see it may cost a 
hundred million dollars •••• 

I assume be kneN that when ne sent the report . 

\Yell, let's ..• 

We ' ll put it in there. 

What ' s aappened since from two weeks ago today . 

Then, you and Uagill did a swell job and got nowhere . 
I mean I ' d like to know what that was . 

So would I . 

4 

I think the thing to do, if you men - I wish that you 
tvto men NOuld pr epare a memorandum and transmit it, 
where this railway thing stands and bow much we •re 
short- changed. If you' ll write me a Joint memorandum, 
I'll send it over . 

~ell, the Treasury i s short-changed anyhow a hundred 
forty million. 

How much? 

One hundred forty million. 

1/ell, whatever it ls . 

And we may very well 'be short- changed e i ght hundr ed 
forty . Isn' t t hat right? 

Right . 

Well, will you men prepare a memorandum? 

Sure, I ' ll be delighted. 
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R. lil. Jr : 

Magil.l : 

R. t.! . Jr: 

Bell : 

H.U. Jr : 

Bell: 

H.:l. Jr: 

1\lagill: 

H •• • Jr: 

Be.ll: 

H. ili . Jr : 

Bell: 

R.M.Jr: 

lfagi.l.l : 

What? 

I 111 be delighted . 

No, seriously . 

5 
- 5 -

It ' s a little uncertain. Altmeyer sai d Friday that 
he would try to be sure if you c ould control Latimer . 

~~t after happened • •• 

The way the thing happened, I 1d like to have prepared 
a memorandum for the President, and I think we 
oughtn ' t to wait more than 24 hours . Does that rush 
you too much? 

Not at all . 

No , let' s get it today . 

All r ight. 

You prepare i t ; I 111 send it over . I t ' s things l ike 
tha t - I mean tne fact that he sits there- he can ' t -
it is impossible for him to analyze it . Just the same 
way I 1d like to bring to his attention the maximum 
cost of crop insurance . 

Well , as I unders t and, the sta tement that Latimer 
made was rather general, emphasizing tha t the union 
and the r ailroad heads and Latimer hadn ' t come to an 
agr eement, but said nothing about our understandi ng 
with Mr. Latimer that he would submit a memorandum 
of the entire program to the Treasury before a final 
agr eement was entered int o . 

\Vell , I ' d just state it - I mean i n kind of a gossi py 
way . You coul d make it two things. You coul d give 
me a t echnical document , and t hen draft a letter f or 
the Pr esident, say, •This is what ha ppened, as we 
understand it, last week, and t hi s was the under­
standing we had wit h 1\lr . Latimer.• 

I don' t think tnat Latimer can tell t he Pr esi dent 
anythi ng about the details, because the hi s t ory of it 
is that Latimer talked t o ce and Oliphant for a ver y 
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H. !A .Jr: 

Bell : 

H. :J .Jr: 

!lagill: 

B. M. Jr : 

Magill: 

H.M.Jr: 

?.lag ill : 

H. 1.1. Jr : 

Bell : 

s 
- 6 -

long time and we could get nothing out of hi .m as 
to the details of the thing a t all ; it was a lot 
of smoke . And 1t was only after I got af t er him 
specifically the following day and said, "Bow about 
140 million?• that we began to get down to brass 
tacks . 

Well , if I may suggest it - I mean after four years 
in Washington I ' d suggest two kinds of memoranda : 
~he technical situation, what it is; then a kind of 
letter for me to transmit, saying what happened in 
this office for the President' s information. See? 
We 1 ve done that before . I mean when the President 
has it, he ' s always told us where we stand . What? 

That ' s right. 

He ' s either said he will or won ' t, see? 

(Nods yes) 

He might perfectly well say, "Bow did I know that 
meeting took pl ace in Treasury? V/hy didn 1 t you 
tell me tha t Lati mer was over there and said so a nd 
so, t hat you were ha ving trouble with Latimer?" 

V/ell , we didn 1 t ha ve a ny trouble with him . We 
understood La timer was to give us a document which 
would run to fifteen, twenty pages, I suppose, giving 
us t he details, which have never been submitted to 
the Treasury at any time, and he expressed surprise 
tha t he snould be asked to give us a memorandum show­
ing the actuarial calculations for insurance on the 
plan . 

Well, is there any doubt in your mind a s to the 
advantage of sending it over to the President? 

No, not the slightest . I think that ' s what we 
should do by all means. 

Dan? 

No, but I assume certain.ly that the President did 
know that there was such an understanding, because 
on Thursday, when I neard t ni s was going on, I called 
Mcint yre and told him the matter had not been cleared 
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H.M. Jr : 

Bell: 

H.M.Jr: 

Bell: 

H. M. Jr: 

Magill: 

Oli phant: 

d . ~ . Jr : 

Oliphant : 

Magill : 

Oliphant: 

H. M.Jr: 

- 7 -

with the Treasury, end he said, "Hold the phone . • 
Apparently he went and talked with the President . 

1 

At any rate, he came back and said that~he President 
doesn't want to see Latimer until it is cl eared with 
the Treasury . • 

But he did see him . 

But he did see him, yes. 

That's why I wunt to send a memorandum. I don 1 t 
~ow whether the President has done so~eth.ing . 
Ne 1 ll simply put in the memorandum, "Here a re the 
facts, Mr. President. There 's 140 m.il l ion dollars 
at stake . Mr. Latimer sai d he would clear it with 
us and we ' d like t o suggest tha t you inform Mr. 
Latimer that he does clear it with the Treasury, 
before he commits you, see?" 

I think that ' s right . 

Boo? 

(Nods yes) 

I got the very distinct impression tha t he was putting 
it up to us in the form ••• 

Who ' s "he"? 

Latimer . • •.• t ha t they were trying to get the 
railroads and the unions to agree and we had to put 
up this money in order to get that agreement. That 
is a bout a s bad a form as I t hink i t could come to 
us. 

He won ' t say that flat . 

No, he won ' t say it flat . 

Frankly, I'm not familiar - if the memorandum does 
nothing else, it will bring me up-to- date . If it 
does nothing else, it will bring me up- to-date . But 
certainly at the speed the President is moving, it 
is impossible for him to know about it all, end 
Mcintyre doesn't know what it ' s ell about . Huh? 
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Well , no one would k.now what it wa s all about unless 
you began to delve into it. You•d never get it out 
of Latimer unless you knew what questions t o ask, 
because Latimer isn' t going to tell you. 

Well , if you fellows would do t hat today and get that 
for me - a letter of transmittal telling the President 
what happened, what we ' d like; then a technical memor­
andum explaining wha t the - how we see t he diffi cul ties 
there are . O. K., gent lemen? 

I think it's going to be a hard thing to head off . 

Bello (On phone) (Short conversation with Senator 
·.vagner) 

He ' s going to let me know this afternoon. He ' s got 
an ~ppointment pending . Says he ' ll just tell the 
people he wants to come to lilY house . 

(Hands Secretary a paper) Just wanted you to read 
thaL . Don 't have to do 1t now. 

twell, we •ve got t o talk about t hat, huh? 

Yes . 

And while we• re on that, if these Gover nors come 
oown, I think you and I will have to do some ho111ework 
for the President on t ha t thing beforehand . I 1d like 
to work - just you and Harry and I - I mean so we 'll 
have some stuff for the President . 

All right. 

Huh? 

You mean in cases where they're codling . 

No, but he can• t r efuse to see taem . Tell you 
what I'll do • • • • 

(on White Bouse phone) 
morning. - Yes. 

Any other thing , Dan? 

!lr . Hopkins, please . Good 
Thank you. 
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That ' s all. 

Say, you haven 1 t spent any money in two days . 

Picking up a little now. 

Tr ade's good. 

Trade' s good . 

You' re all right then? 

I'm all right. 

Archie? 

Market ' s very quiet. 

!l.iss Roche? 

Nothi ng special, sir . 

Wayne, a couple of weeks ago I asked you to do a 
job for me and I 1ve had no report. It was in con­
nection wi th the Export-Import Bank making a loan 
to Italy - cotton spinners, nine months ' credit -
and I asked you t o !"ind out how many other things 
like tha t were goi ng on . Remember? 

I thought I did report back on that. 

No, you simply sa i d t ha t you were doing it. I mean 
I never got anything . \'/hen could I have it? 

I can get t he t for you f airly quickly. 

Can you do it before you leave? 

Uh-huh. 

What? 

Uh-huh. 

Because frankly I can't understand how t he President 
can say that a l oan to the French r ai lways does not 
come within the spirit - I 'm s aying it very 

9 
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confidentially - of the Johnson Act, but at the 
same time we loan money to French spinners - I mean 
Italian spinners. I mean it seems the spirit of the 
Johnson Act is sort of flighty . 

Well, the Export-Import Bank is exempt from the 
Johnson Act, is it not . Isn ' t that right, Vlayne? 

(Nods yes) 

That 's t he difference . 

.'/ell, what about the Chase and the Na tiona! City? 

:/ell , they're under the Johnson Act. 

~port-Impor t is expressly exempt from the Johnson 
Act. 

Or any other wholly-owned governmental corporation -
controlled. 

Vlell, I - I know of tha t loan . I ' d like to know 
any other loans they have made to countries who owe 
us money . And I don ' t know that Bill Myers or 
R.F.C. - tha t makes the whole thing, doesn ' t it? 

They haven't done any new ones. 

Well , would you mind? Because I just - I think 
t here 's such a thing as consistency, huh? 

It is rare. 

What? 

There is .such a thing, but it is very rare . 

Well , you were there at Cabinet when the President 
lectured to Cabinet on the spirit of the Johnson 
Act . You c an use the phone if you haven't, Just 
call up the R. F.C. and then- wh.at is it, Import­
Export or Export-Import? 

Export-Import . 

Export-Import . Bill WYers, I'm sure, hasn• t . 
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No, I know he hnsn 1 t . 

Do you think before you leave you could? 

Uh-huh . 

I ' ve had that a couple weeks on my mind here . 
Have you got anything? 

Have official replies from the British and the 
Swiss . 

British you have? 

Yes . 

Bri~ish, Swiss , French •••• 

French, Belgians , and Netherloncis sti ll to be heord 
from . But they 1 ve cabled . 

.'/ell, that's all right . That ' s on t hL. t earmarking 
amongst club members - exchange locker room. Al l 
right, what else? 

That ' s all. 

George? 

I have nothing ~cept that I wish this group could 
nave neard the Secretary of the Treasury in the 
capacity of a Harvard professor on Saturday , and 
also have Mitnessed Ur . Carruthers as he left the 
room. Shoula I tell a little bit about t hat? 

Sure . 

At the meeting there was a group of s tudents from 
Yale, Harvard, and Princeton - select students , I 
take i t - and members of the faculty from the three 
universities, incl uding John Wil liams from Harvard 
and Harr i s from Harvard and a man named Gilbert from 
Harvard who was on the faculty there, and Roger s 
from Yale and Carruthers from Lehigh, .and Ri eflcr 
from Princeton . Kemmer er I don ' t believe was t here . 
Leffingwell, of J . P. Morgan, wa s there . A man from 
the Bank of england was there, a man in charge or 
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the economic division of the Ba~ of England . 

The Secretary opened t he discussion - their student 
chairman presided - the Secretary opened the discus­
sion by pointing out what the objectives of the 
Administration's monet a ry policy are and t hen went 
do.m and told each step, outlined each step and how 
it fitted into a whole . Discussion immediately broke 
on •• • 

Excuse me . Hello (On phone) Bello, Barry (Hopkins) . 
How are you? Harry , if the President is going to 
see these six Governors , 1 1m suggesting tha t you, 
Dan ~nd I get togetner and do a little memorandum 
for him . No , no. Wel~, I know he 
llasn • t, but I mean... .. What? Well , 
I thought that - I mean I'm volunterring my ~rvices 
because - but I jus t want to s ay that Bell and I Will 
be glad to volunteer because - for obvious reasons . 
I mean the tiling is going and they 1 ve got to have a 
story . Well , we 1 ve been running those figures 
here, you see : the cost of states and ... - Yes . 

Well, I know it ' s going to be - it gets into a 
ca t-and~dog fight , and I could sit back and do nothing, 
but Bell and I are willing to be helpful . Thank 
you. 

All right, Georgie. 

Af t er the Secr e tary completed his summary, questions 
were asked . Oh, they ranged all the way from t he 
24-hour policy to t he bond market to why the price 
is fixed at $35, and why gold was embargoed . And it 
was a very lively discussion all the way t hrough. 

Mr . Carruthers insisted that we should have stayed 
on the gold standard . Then, in oraer to have an 
understanding of j ust what he was talking about, 
he was ques tioned what be meant by the gold standard . 
The boys took him on at one stage of the thing . And 
ne says , "Well , you could be on gold standard and 
use these controls . • Well , one of the boys from 
Princeton said that he ' d been taught that the gold 
standard meant this, that, and so on, and by defini ­
tion, if be bad these controls he would no longer be on 
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the gold standard . "ell, he had Mr . Carruthers 
reeling , and when some of the professors saw him 
on the ground •.• 

. . . they jumped on him . 

The Secretary gave him the first push, tnen the 
boy got encouraged . And then, in order to catch 
himself , he came back and asked the Secretary a 
question; I forgot what it was. Oh, the 24 t1ours . 
And tne Secretary demolished him on that . After 
tne Secretary made a rather long statement, why, 
Wr . Leffingwel l supported him completely - the 
Secretary ' s sta tements - from the business point of 
view, whether tnere would be confidence or there 
wouldn't be confidence . 

13 

Well, it went on for three hours in the morning -
very lively discussion. Then somebody, a man named 
Harris , questioned the bond market, and the Secretary 
straightened him out on that . 

'.!:hen the final - after the day was over - there was 
si~ hours of discussion . At the end each of the 
student chairmen of the five r ound tables gave a 
report in the auditorium of the conclusi ons r eached . 
And the chairman of the Secretary 's r ound table -
either he got at the front sheet of the Secretary ' s 
paper or he read whut the objectives were, and he 
said those were the conclusions of the conference . 

He took the fi r st page and a half •• • 

That's right . 

•.. as the conclusions . 

It was a marvelous performa nce the Secretary did 
up ther e . He ' s too modest to t alk about it, but it 
really was a marvelous performance . I haven ' t seen 
anything like it. And there seemed to be a unani mous 
agr eement after the discussion as to t he Administra­
tion' s program. The only one that didn ' t agree was 
Carruthers, and he was so groggy he Just didn ' t know 
where he was located a t t he end. He was complet ely 
confused . It was brought out very definitely that 
he didn' t understand his monetary t heory . 
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You mus t tell them, though, what happened one minute 
before the thing broke up . 

In the aft ernoon? 

Yes . 

I wasn' t there . 

Wel l, one minute of five they got all these r esolu­
tions together . Corruthers pi ped up and sai d , •I 
con' t go along with that . There ' s nothing in there 
about silver . " 

~o I sa id, • Well, you aon•t expect to settle the 
silver question in one minute, do you?• He said , 
"No, but I got my opinion on silver . " "Well," I 
sai d , "why weren ' t you fair in s aying it before?" 

Then this fello~ Harris - none of us pulled our 
puncnes - sa i d , "l f you ' ve got anything on s ilver, 
why di dn't you say so this morning? The Secretary 
gave you e very opportunity . Vlhy bring it up at 
one minute of five?" 

He was completely demolished . 

One minute to five he sc;ys he wants to sta rt talking 
.. bout silver, so t i1ey - all day long we were looki ng 
for silver. 

And the interesting thing that surpr ised me was t ha t 
J ames Harvey Rogers - he gave us all his worries tha t 
he had a year end a half ago - ell of them proved 
futile . •·r con' t see ~onything to worry about now 
other than the study of additi onal controls . • He 
sai d , • Every worry I hod a year and a half ago ha s 
disappeared . " He sai d , "1 was wrong . " Now, that ... 

••• f r om Rogers i s something . 

Was there a ny t ranscr.ipt of t his? 

Not a thing . 

That's too baa . 
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I ga ve to Leffingwell - he begged me to release 
the thing that the boys helped on. I ' m goi ng to 
l et the President see it at noon. He said for three 
years ne hoped and tney tried themselves to do what 
I aid that morning, but wer e unable t o, and that it 
was the best presentation of the Government monetar y 
policy snybody had g iven. 

No , I think 1t would have slowed everybody up 1f 
they had recorded it . I wouldn' t have liked it. 

But I tell you what you might do . Why can ' t 
Leffingwell write a magazine article from t he 
background of this conference? 

I ' ve got t he statement . I f the President will let 
it go out it can be given ~ s a r adio talk: "A View 
of Three Years ' Monetary Policy; Where *e Stand .• 
Take about fifteen minutes . .Ye could arrange it, 
huh? 

(Nods yes) 

The Secretary, in outlining his steps - monetary 
steps that have been taken, indicated how they 
all synthesized together, and he sai d •with one 
exception" right at tne start, so he gave everybody 
a lead to ask about silver or whatever they had on 
their mind . 

Whatever that one exception was . We decided we 
woulan 1 t name it . We gave everybody one exception. 

Nobody asked you what t he one exception was? 

We said "with one exception.• 

Didn't you run up a r ed flag? 

lie had two pages on silver. We spent two nights 
at nome on it . And after we had two pages on 
silver , we left the whole thing out and just said 
•with one exception. " 

And nobody asked? As I was saying, there wer e no 
women present - curiosity. 
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\'/ell, thanks, George . 

How do I get to see your statement? 

Well, we ' ll take it over a t noon. And I gather 
George held up his end . 

Well, I 111 take two m.inutes to tell about the 
other session on Revenues , Receipts , and Expen­
ditures , Friday afternoon. They s t arted the dis­
cussion by criticizing the income tax because it 
was variable and had a series of f igures snowing 
the yield . So the student chairman a sked me if 
I would start the discussi on and I did, and I 
f ound out very quickly tnat, other than Kent and 

16 

I - we were on one side and the rest were on t he 
other side . So it ~as jus t round-and-round , nobody 
giving us any help . Sut we were throwing spikes 
into their ma chinery . 

For instance, I think Lutz prepared these tables 
on the incomes before we got to t he undi stributed 
profits tax . Well , they just pointed to the yUld, 
a nd I pointed out that a s a statistical situat.ion 
it wasn ' t s ound because there was such ~ide variation 
in the income tax r6tes during the period. I don ' t 
want to go into it. 

And then the undistributed profits 
Georfe o •Kay was one of the guests 
didn t question the es timates . 

tax. 
too . 

~.1dn 1 t mention hi s vis.it to Wash.ingt on? 

Huh? 

Uidn • t mention h.is visit to Washington? 

No, no . 

Ey the way, 
But he 

Well , it was perfectly obvious tha t the i nstruction 
which had been given these boys, not only with regard 
to the und.is tributed profits tax but some of the other 
taxes, was of a low order as compared with the way 
t he boys handl ed themselves in the monetary d.iscussi on. 
They were all smart boys, but they were jus t defici ent 
1n their unders tanding of it. 
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They wanted to arrive at a conclusion. So at the 
final sessi on I was interested t o know what t he 
conclusion •as. I thought -from the way the dis­
cussion went I didn ' t know how it was going to be . 
The chairmon finally s aid this was the conclusion: 
that there was some question of the economic effects 
of forcing this distribution out . I pointed out it 
wouldn ' t necessarily have to force it if the corpora­
tion wanted to keep it. But he said that the distri­
but ion may have some adverse economic effects , and 
it was e general feeling thut it shouldn't be a 
gradueted ta.x , it should be a flat tax. Now, you 
can' t reconcile those two statements. The economic 
effects would be more severe wi th a flat tax. 

But a ny way , that was a conclusion . It was just too 
much to cover in that length of time . Then in the 
af t ernoon on Saturday the student chairman was r ather 
hard put . Be wanted to discuss revenue, receipts, 
and expenditures, and the budget , and whether it 
should be balanced, and so on . Well, finally I 
went in there, and they wanted to balance i t a t one 
figure , and the function I performed ther e was to 
r a i se ~uestions about everything they a ttempted to 
do . So the t i me went on. wo they got near the 
close of the session a nd the student was wondering, 
"What conclusion can we reach about this balancing?" 
The only tning they could get together on at the 
close of the session was that they felt i t was 
highly desirable to retire the debt during periods 
of prosperity. He asked me if it was all right, and 
I said yes, I' d vote for that . 

But we had a very good time. 

The students, I thought, showed up better t han the 
professors . I know I brought bob over from Deerfield 
and he said, "Gee, dad, you come to Harvard to study 
economics under Barri s and you take i t for granted 
he ' s good . He Just didn ' t know what he was talking 
about." I mean that was a prep school boy. This 
man kept saying all the time, "What's the Government 
going to do to keep the bond market from going down?" 
Said it about five times. 

Every time he writes a book, it ' s about as big as 
• Gone with the Wind." About that size. 
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And as much wind? 

That ' s r ight . 

Should I mention Berle 1 s adaress? 

Berle - Adolph Berle , Junior, i s t he most brill i ant 
gey , and oh, what an orator tht.t man is . He ' s like 
an actor . Her e 1 s a fello .v that listens to these 
five chair men and t hen he gets up and makes an ad­
dr ess - t he f l ow of the English language, the delivery . 
I mean i t was like listen.lng to a f i nished - well , 
I 1 d have to say English actor - on the American stage . 
I 1 ve never heard t hat man before . 

Nnut wa s t ills on? On your conference on monetary 
policy? 

Be nad the job, after f.Lve student chairmen got 
through, to summarize what t hey sai d . Be was the 
last speaker of the day . 

On the general. •• 

On the general r ole of governments and the nat i onal 
si t uation, I mean. But - well , you people (Oli phant 
and Magill) know him. 

We listened to that for five years . 

Am I overstating it? 

You 're stating it wi th complete accuracy as far as 
you ' ve stated i t . 

You ' ve stated your impr ession of hear i ng him the 
first time . 

Well , I ' ve never beard - I ' ve never heard a man ­
of course, if you t~ke down what he says , I guess 
you could br eak i t down. But froo a standpoint 
of delivery and t he performance of ment al gymnasti cs , 
I ' ve never heard Ills equal . Now, I r eally haven ' t , 
from the standpoi nt of mental gymnastics . And never 
hesitates a minute . The words jus t came out like -
as i f he was readi ng from a document. 

(Laugh heartily) 
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~rs Klotz: They know him, 

H.W.Jr: ~o you know a nybody who can do it like tha t? 

Wagill : No, I don't think I do . 

H . ~ . Jr : He got a terrific hand of applause. 

Baas: He mentioned something about tfie Consti t ution that 
might interest the legal people . In connection with 
discussing the r ole of the government in economic 
affairs, he mentioned that the Constitution - the 
question of the ,.;onstitution Vlasn•t raised at t his 
stage . He said we don ' t want an amendment to the 
Constituti on, but what we want is to get bock to the 
old Constituti on that we thought we had . And he got 
e big hand . lben he said parenthetical ly that the 
way to do that, the simple, efficient way to do that, 
might be to get some judges tha t r eally interpreted 
it correctly, or something of that sort . 

H. M. Jr : 

Gaston: 

H. !.I .Jr: 

Magill : 

d . M. Jr : 

Magill: 

'//ell , he certai nly bow lea me over. l ltanks , George, 
for your kind words . 

:.!r . Gaston? 

I haven ' t anything . I suppose there will be somet hing 
published on this, won ' t there? ~hese conclusi ons, etc. 

I don't think - I ' ll t alk t o you after I s ee the 
President about it. 

Roswel~? 

I have some memoranda from vari ous sources on the 
subject of this flow of foreign gold - one from 
Burgess and one from Gourrich; and a letter from 
someone who s ays he r epresents the Amsterdam Stock 
Exchange, who would like to come in and see us • 

• \ e ll, f r ankly, I'm going t o put foreign capital on 
i ce for 24 hours while I do housing. I mean I've 
got to prepa re myself for that meeting tomorrow. 

The "rouble with our associates at S. E. C. - o t least 
Gourrich is completely - apparently completely mis­
understands the present proposals . What he has to 
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say is very interesting, but it isn•t on the point. 

Well , supposing you men carry it on . And Baas, those 
of you who have been in on it- I mean anybody who ' s 
been on i t keep it moving. I wouldn ' t stop i t . But 
as far as I'm concerned, for today and tomorrow I 
want to concentrate on tnis housing . I haven ' t got 
it yet . 

I ' m seeing Bryan of the Federal Reserve Board this 
noon. We'll keep it simmering . 

Swell . Anything else? 

Last night I sat next to a fair-cinded, educated 
lady, and she ta~ed about t he income tax return, 
how complicated it is t o make it out . 

Have you talAed to Gaston about your idea of ha ving 
the slip sent out to people asking them to submit 
suggestions as to how they think the Government 
could make it simpler, something like that? 

I spoke to him Lhe other day . 

I think it may be a good idea - I mean how we can 
simplify it. 

I was working on my ONn r e turn yester day, and I 
don't need to tell you it is an impossible Job . 

You' re telling me? 

It's an impossible Job even for somebody who under­
stands all the ins~anQ-outs . But to comply with 
t hat r eturn- you can't do it . Now, maybe tha t is 
the way i t should be, but that ' s toe way it is . 

I •Nondered why you looked so fati gued t hi,s morning . 

That ' s why it is. 

One suggestion that I made is that i t ought to be 
printed in English . That would be a bi g help . 

That would be a big help. 
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Let's tntnk about this thing and ••. 

Of course you'd wont to have your suggestions a 
l ittle further along before you • . • 

Well, if Roswell Magill can' t make out his own 
income tax • •• • 

Well , I can make one out and I have 
some years, but it is not according 
tions that they ask you to follow. 
practi cally - I think that it would 
to follow the instructions . 

done so for 
to the instruc­
And you 
be impossible 

You don't mean to tell me you cut corners. 

Dear, dear. 

Huh? Well, Herman, 1 111 let you stay . 
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PRESIDENT IOOStVILT CHOSI STUF11D CRABS fOR LUICK TODAY fRIM ao 

~MUS SUBMITTED TO KIN BY KRS, ROOSEVELT IN TKt COURSE Of THE •wHITt 

lllUSt LUIICK AMt MtAifAST Uoa;AJUZATICIII, • TilE fiRST LUY UVULtl 

TODAY, 

HIS IIVOLT A;AJIST LACI Of VARIETY IN HIS KIALI ltiiLTtl lOT CIIILY 

FROM AN EXCESS OF LIVER AND ITRIN; ~NS1 IUT ALSO FION IIIN; SERVED 

THI SAfii SALT fiSH fOR RYDAL DAYS Ill SUC:CESSI0111 KRS, IOOSIVELT SUD. 

•ANY MAN VHO tATS A~ST tiCLUSIVILY JN OMI PLACE IS LIKELY TO ;tT 

TIRED Of BOTH THE fOOD AND THI C~JNC,• ~~. IOOSEVELT SAID. ~Ht IS 

BETTD OFf HtRE, liCAUSI THIME IS Moat THAN ONE COOK, IT'S LAR;tLY A 

CIJESTIOif Of VARIETY. • 
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TREASURY DEPARTMENT 

WASHINGTON 

Of"I"ICII 0 111 

, • • ISSIOH[ ROK IHf(RNAl REVEH\.1[ ll&rcll l, 1937. 

On Jebruar.r 6, 1937, I .ubaitted & aemor&ndnm to Coaaiooioner 

Bel~erin& abcW1DC the Da8ee ot tour internal r~enue acenta in the 
lnar!t Db1o1on whoa I could reoo-nd tor pro110t1on to tbe poa1Uon 

ot Internal ~101111e ~nt in Cb&r1e• 'fbe7 were: lleuben 0. !llorntoa; 

~nd Shotwell; J'oaepb J. lel17; &nd J'obn J'. Morcu. ~e directed 

b7 Coaaiooioner BelTerinc, turtber det&iled reporto &I to the 

oerTice &ad ability ot the tour acenta are aubaitted herewith. 

In rq opinion the reporh ebow that ll.euben 0. '!bornton 1a the 
OUtatandin& acent in tbe Jewark DiTiaiOD in experieuce, adainiatre­
tiTe and teobnical ability, &ad tbcrougbl7 capable of pertoraiDC 
the dntiea ot A&•nt in Obarge, Ccaalaaioner Hel~erinc io ot the 
...,, opinion. 

In tbie conneotion I 'belieTe you abculd 'be intoraed ao to tbe 

tollowin&l 

On Je'bruary 18, 1937, 11r. ll&ra4el illtoraed thia ottioe that 

ecenta ot tbe lewark D1T1oion were 1about roady to atart 1n­
naUpt1on ot llqor hank a.,... &ad bia .. attornay, John llilton1 • 

Bowenr, there 1a ao reaaon to 'bell aTe that t he innatlpUoJI 

ca11110t be ao tboroQibl7 and aa ettioiently carried on under tha 
auperT111on ot llr. 'l'bornton, as under llr. ll&radel and it h not at 
all certain that tbe 1n~eotiption will dioolooe ~tional tax 

l1e'bil1ty • 

.Utboncb it 1e aot 'belieTed further innot1pt1on ot A&ent 

'l'bornton will diaoloae &D7tb1DC other than that ebown 'by tbe at­
tached report, llr. Ire7 will be directed to .u'bllit a turtber report 

it 70u eo daaire. 
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la accordaDce with 70ur iutruoUoaa, 1 nbalt the 
!ollowlDg report on laternal Benne Aceat llnbaa o. 
!boratoa, Inartc D1Y111oa: 

Before cola& into the h1ato17 of Acaat 'l'horato11' a 
aerYice, l will brle!l7 atate hie preaeat etataa. Acaat 
'l'boratoa 1a 150 :ret.ra old. Bh pra .. at crad.a aad tal&t'J' are 
CA7-l2, $4800 per &DDua aad his pr .. ent dut1 .. are tho .. of 
croup chief av.perdaiBC wortc or 83 euain1DC oftleera with 
poah of cto.t:r outeide of Inartc. Bh eftloinc;r rat1JIC aa 
of i.prll 30, 1936 waa 92, whioh 1a exeellent. Be -• koond 
.t.nhtaat to the Acaot 111 Char,- or the ·-ric D1Y1don to 
to febr:l&JT 1, 1936, &t wh1eh U•e that podUon -• ellalD&ted 
111 rearr&~~«l'DC the per..,1llu>l of the D1 Yhioa. 

Oa ~t 14, 1936, the lDternal llnnv.e Acent 111 
Charce reco ... nded Ac•nt 'l'honto11 tor pro110t1on to Grade 
o.t.r-13, $6600. !he r•oo-ndatlon wae diaapprond at that 
tlae eolel:r bee&v.ee it wae 111eo11oiotent with the eatabliohe4 
pollc;r that Second A"htanto t o t he Acent in Charce be 
elauitled in Grade C.t.l'-12 and the J'irat .t.uhtaat 1D Grade 
CAJ'-13, BoweYer, he W&l crante4 aD iDOraaee 111 aal&t'J' with­
in the crada to $4800. fila reco-•4t.t1on iadlcahd he 
was conaidere4 equall:r capable ae the J'iret .t.aeietaat to 
the Acent 111 Char,-. 

Acent 'l'honton entered the lateraal Jlayenv.e Seroiee 
froa the C1Y11 Serrlce Jeclater 011 .t.ncv.at 19, 1919 aa a 
reddent auditor. Be had preYi ov.el:r uned 111 the U. S • 
.t.r.;r rroa .t.prll 1918 t o .t.v.cv.et 1919. 

Prior to enhrlDC the ~. hh experience was aa 
!ollowe: 

Clerlt - .t.v.dltor'• Office Southern 
11&111110', Coluabia, s. c. 

Bookll:eeper 
aDd 

Caehier 

.t.1ldltor 

.t.u41tor 

eo-rcial llult, 
Cheater, South Carolint. 

llultere !ru.at Coapaa:r, 
.t.tlaata, Georcia 

rar.era h cb•nce Baak 
S71Y .. 1a, Georcia 

2 ,........ 

6 :rear• 

1 :r.-r 
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Athr ntariJtc the a....eme Sen1oa ill .t.acut 1919, .. 
a red <!.eDt auditor, he waa proaoted i ll 1921 to SeotioD 111l1t 
Auditor ill obarti:a of a c rovp of 11 auditor.. lll 1922, be 
wae acaill proaoted t o the poeitioll of Re•iewar, aDd ... 
sub .. qu.,.tlr •4• a special auditor i .D the Jatural lleeourc .. 
DirllioD. Oil ""'«u•t 4, 1924, be wae tr&Deterred t o t ha 
Special Ad,luat•Dt SecUoD. Oil JUlie 13, 19211, be wae tr&Da­
terred to tba .t.tlAilta, Oeorcia D1Yia1oa •• c illterllal 
raftllU8 At;Ot, $3,000 per ..,._ . Oil Dacaaber 31, 1926, 
hh aalal'7 wae ill0reaaa4 t o $3100 par aaa. All4 Oil Julr 1 , 
1928, to $3300 per .....,., Oil Joy .. bar 16, 1928, he waa 
t rAiletarrad t o the Jnark D1rla1oD ae a Senior llerl ... r 
All4 oD JeblMIIIlJ'7 19, 1929, be waa a4Y&Dca4 to CU-ll, $3800 
par a,_, Oil J.prU 1, 1931, be wae tiC&iD a4Y&Dce 4 1a 
crada aD4 aalarr t o C&l'-12, $461)0, lll 1932. bh poeitioll 
wae a4Y&Dee4 to that of 1Ch1ef a....t .. er1 M el ill 1934, he 
wae 4eeicl>ata4 •• 8eeoll4 .t.aehtut to the .t.c ... t 1a Chlll'ce , 
Jewark DiYiliOil• 

!ba f ollowiac are ..-rko •• to bh ab1litr .ada br bh 
Y&rioua supenhol'J' ofticara: 

JuW!l'l l , 1921 

1Showe exceptiollal abllitr ill hallclliDC 111lit Mel traiDIDc 
u w auditors. Quaz>tltr u .d Qllalltr of produoUoD axcelleDt. 
lzlowl•dce of 1- aDd procedure Yel'J' cood. I Sl.pad -
J , Jl, Oluta, Baad of D1rllioD. 

J !U!!!!!7 1 1 19.22 

•.t. capable, eoDacieDtloua SectioD 111lit .t.u41tor. Baa 
abllitr to b&Ddle aaditora with tact. Baa .., excallaDt kllow­
leqa of 1• ud procedure. It atudloua All4 illtaraahd 
1D bh won . • Sl.ped - Johll G. lle1M7, Chief of S.ctioa. 

October 31 , 1925 

1 1'hla officer truaterred f r o• the laterllal llaTallUe :Bur­
June 13, 1925 ud baa abown apt itude tor field work - i a 
i.aprodac with experience u d will 11.0 doubt dnelop into a 
good axaaioillg officer. • Sicl>ad J . J.. Jauch, .t.eaiatut to 
t he .t.caDt 1a Charge. 

April 30, 111211 

1 !h1a officer po••••••• abilitr aa u axaainlDC otfleer , 
h t.prorllll ill hh work All4 will ao do'clllt deY8lop iato a 
apleDdid ac-t.• SicMd, J , J., Jiaach, J.ceDt 1D CbarC• 
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Octoller :n, 1938 

1Th1o officer pooaooaoo &bl1it7 to aake co~1icated 
inTootlc&tione and io ~roTiQ& ao an 1nYoot1gat1To officer, 
Bo bao produced a TlrT good record duricc the period a&>d 
bao in•oetig&ted d1tf1cult caoeo. Rio work bao been ••rT 
I&Uit'&etOrT. 1 Biped J • .l. Jaacb, Internal llaYenue .&.cent 
in Cb&rga. 

S!Jit•bor 30, 1927 

1 Th1o ot't'lcor 1a a &OOd acoount&Dt and ..Ulillg worltor 
with a cood prodncUon r ecord ••• Bao rendered a ftluable 
oerrtco to tho D1rlo1on. 1 J. A, Jacb - llennue As<tnt in 
Cbarga. 

S!pt-.bor 30, 19:!8 

1Thio o.fficer 1o an excellent accountant and auditor; 
a ecnacienUou. worlter and cooper& teo in ""rT wq. Ro 1o 
e&l>&ble of b&Adliac the 110ot difficult lllllllinat1ona. He 
baa a ploaoiac and conT11101Q& peraonalit7 &Dd 1o a TerT 
Taluab1e officer. • Signed W.. llruooe, Internal Renrme .&.cent 
in Charge. 

October 23, 1928 

•lla bae one of t he boot proclnot1on reoor4o in the 
D1Y1oion. Hie work 1o of the hiclleot order. !bia ot'1'1cer 
baa a ~len41d record and hi a 110 rlt 1a UD1tonoil7 of the boot . • 
oignod - lllo. llruaao, Internal llann'QAI .&cut in Cbart;o. 

Septeeor 30, 1929 

1 !bla at;ent 1o a apliA41d accountant &lid baa a f111e 
lmowlodt;o of 1u and proceclnro. Be 1o capeblo of b&Adlillg 
tho 110at difficult caoea &lid 1o a TOrT ftlublo officer. • 
Signed - W., llruaao, Internal llenlnlo .lt;lnt in Charge. 

Sept•bor 30, 1929 

•!bio at;ont wae tranoferrod to thio D1Tioion loYOaber 
16, 1928, and for tho entire tt.o b&o beonactiac ao • senior 
lleYil'ftor•. Ro 1o ot a TOrT ploaliac peroonalit7, well nroed 
in acoount1JIC and inco- tax lu ud worko well with othero. 
Bo bao deYOhd .aliT bouro of hh own tt.l to the worlt of 
tho 41Tioion clnriDC tho paat 71&1' aa1A17 boceu.o of b1a 
inhroet 1a b1a worlt.• SlclM4- J. P. J ... eon, Into..-1 ..._ 
.tc-t in Cbarp. 
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ll.r. Co..tnioDer, -·-
AfrU 30, 1930 

"!he egeDt h act iJ1C aa S...io10 lleTiewer. Be h 

tborcna&:bl7 f .. Uiar • i tluccoatiDC and I.Jicoae tu law ADd 

baa piDed the contideDoe of the MD •Uh whoa be aoMe 1D 

dailT coatact. Be 1a oDe of the outetandiCC aceDh 1D 

the dirldoD • Ria wortt h oD a pc rith that of Aceate 

llorcan and Le~ and far ei!Perior to that of the other 

acenh cla .. itied in Grade CU- 12. • SiCned J. P. Jeileon, 

Internal llaflnue ~nt 1a Cbarp. 

Afril 30, 1932 

•!he aceDt h one of the outetandicc egenh in the 

dirla loD, azul he h thoro~ reliable ADd well equipped 

for hh dlltiea ae rgperrleor of t he llerlew Section of the 

office an4 eurailiac CftDeNl aupenhion of the au1p­

aenta of the diThion. • SiCned, John J. llorcan , ~ticc 

InterNl lleTenue ~Dt in Cbarce. 

AfrU 30, 1933 

111r, !hornton' a aenioea haT& been hl.cblf aaUofaotoJ'T• 

!hroach hie pronoaced technlcal ab1llt7 and •Uliccneu to 

enend a help1ac hand be baa been of beotiaabh aerrloe 

in tr&in111g 1011101 of the aealter oft1cere, • Sicaod • B. !'. IUleo 

IDternal BeTeaue .&cent I.JI Char&•• 

April 30, 1934 

·~DC the JMr under rerle• thi• officer •u cluipahd 

Second Aooiatant to tha AceDt in Ohare•. lib aenic•o ha't'e 

been hichlT aaUofactoJ'T eD1 I e:rpr .. e rq 1.n4ebtedneeo for 

the uJ"t'lce • hich he baa rendered to the D1rlo1on and to •· 

Be 1a ... eey auch underpaid. • S1ped B. !. lUlu - I nternal 

B...,,..... .&cent 1D Oharp. 

AfrU 30, 191& 

1!h1e acent h Secoad A .. htaat to the Acnt 1D QU.rp 

aad 1D addition t o cmtieo of ncb pooition, aapenioee 

aoeiCniJIC of lnco .. t ax returu • •• &leo rapenbu the 

work of theee apato. • Siped • J, B. Baradel, Iatereal 

BeT8tm8 ~at 1D Ch•ce • 

.t.apet 14, 1936 

1 1 hear\llT acree •lth the co•nto •de bT Jlr, IUlM 

(AprU 30, 1934) aad 1naoauch ao the 1acmot1'7 ancl eft1c1eDCT 

diop~ed liT llr. !borntoD are of outetaadicc character, I 

th1Dk that the oal&J"T l.aoreaae harela r eco-Ddod (W-13, 

$1e00) 11 hlchlT aer1ted ADd ohould be cruted.' Siped -

J. B. :laradol - lDtornal BeTuuo .&ceat 1D Cbarp, 
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llr. Co..teelo11er, -15-

9rU 30, li36 

•.u •Group Oblet• thh e.c•t qpenieee the I.Acoee tax 
ezaaiii111C ottloere with poete ot dDt7 ntel&e ot Jewark, 
Jew Jereq (111clu4lac kilt 0%'!UIP aa4 J loo.tld4), .... ~ 
the """' aa4 'beiac NtiJIOIIel'ble tor the oorrect AJI4 e]!pe41Uou 
hell4llac ot tbe ouee ••lclla4. 'DatU h'bi"UU'7 1, 1936, 
Acnt !honto11 hel4 the pod\1011 ot 2a4 .behhat .&cat 111 
Charce; IUCh poalUo11 ••• -t.a 011 that &eh. llr. !hera­
toll hae qperrlaloll onr the """' ot 83 •-111lac ott1oere. • 
Slpe4 - J, J., Jara411 - lllhna1 lenii'CII AceD\ 111 Clharp, 

Ill a441Uoll to the torecolDC ,I 4o 110t h111tate to etate 
that 111 rq op111lo11 , .Ac•11t !honto11 h tbe nhhllfi'DC e.cnt 
111 the Jewark D1Thlo11. 

!l>e tUe doll 110\ 41ecloee aliT poUUcal u4on-h 
of Acat !hon\OIIo 
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feb .....,. 19, 1937. 

liR. COIQIISSIOIIDl 

In accordance with your lnetructlone I aubalt the followime report on 
Internal ReTenue 1c•nt aa,.ond Shotwell of the lewark DiTiolon. 

1c•nt 9botwell ie 48 rearo old. Be ie at preoent Chief BoTiewer in 
the lewarll: DiTiaion, cradAo C4J' 12, $4600, Bh efficiencr ratime of .l.pril 
30, 1936, wae 94, Be enter ed the unice of tile hreaD of IAhrnal ReTe,.... 

29 

ao clerk llq 10, 1919. b7 tranafer fro• the War Depe.rt .. nt where be ba4 b .. n 
eaplored e inc• Januarr 2, 1917, ae a olen:, On feb.....,. 1, 1921 , bh etatue 
wae cbanced f r o• clerk to that of .t. .. h t ant .Ail41tor $~per IUUNII, BoweTer, 
he ha4 been perforalnc t he dut i ae of .l.eeietant Auditor and Section OBit 
.l.u4Uor einoe Oct ober 1920, thrcuch an error in hio Clrtl S.rTice etatue, 
On Julr 1, 1921, hh sal&rr wae inoreaud to $21i00 per &DDU. On liar 9, 1922, 
be wae 4eeiCJ>ate4 Junior UAit auditor i n t he Coneolidate4 Beturne hb4iTieion, 
On ll&rcb 1, 1923, his ll&lar, wae lnoreaeed t o $3000 per ann,., On .t.mcuet 115, 
1923, be waa prc110ted to the poeUion of senior UAit auditor, On febrv.arr 
16, 1924, hie aalarr wao inoreaood t o $3600 per &DDUII and on June 16, 19211, 
bo wao pro~ted to Junior reYiawer, On October 24, 1925, he wao traneferred 
to tho lew York Dirlaion ae a rennue acent eDCacad upon field innotipUone, 
On January 11, 1926, be waa traneferred t o the Brooll:lru DiTiaion. Bit 
war, W&l increased to $3?00 on July 1, 1928. On lonaber 1, 1928 , hlo 
dutill were chanced to field conferee and on llarch 1, 1929, be wae pro*>hd 
t o rertewer. srade C4J' 11 - $3800. On Oct ober 16, 1929. hie &alar, wao 
acatn increased t o $400() per IUlD'QII , On Jul:y 3, 1930, ln accordance with tho 
aaendatorr Cla .. lficatlon .l.ct hie aal&rr waa i ncrea.ed t o ~ per ann., 
On loY•ber 1, 1930, be wao tranoferred f rca the Brcoll:lrn Dirleion to tho 
lewarlt Diw111on and ap.1D aaoipe4 to field lnnoUptiona, On Jaaurr 1, 
1932, he waa prc .. te4 to t he poi1Uon of oquad leader , I'QPirTilins Ul.e work 
of :U ecenh , Sbortlr t hereafter hlo dutieo were chanced t o t ho oe of 
ohhf renner for the reaeon "hie ah1Utr ie 80re prcnc=c•d &lome hohni-.1 
linea than &lome adainiltratln l1n11• , On .l.pr11 1, 1936, hie lf'l4e &Dd 
war, ...... ad ...... c.d !rca C4J' 11 - $4200 t o C4J' 12 - $4600, 1D accordance 
with t he o\aealtlcation f or t he poaition of Chief BoTlewer, 

!he followins co-ento are b7 h ie oupaM'ieorr offioerll 

Jul:y J. , 1921., "Be• dneloped well in the holmical work. • 
(8J.cnad) s . .l.lalOUlder, Bead of DiTieion. 

Januarr 1 , 1923, "B• 1a the aoat able auditor i n t he .. cuon a nd baa 
sood adainiltratin ahllitr•· 

(SJ.cnad) W. L. Heap, Chief of Section, 

J aauarr 1 , 1924. •!be &hllit7 of t hla oanior unit auditor ie creat1r 

&bon t he anrace of othora perfora!mc al.allar 
dutlee in the dlTieion, • 

(SJ.cnad) W. L. Heap, Chief of Section, 
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Jona~er 30, 11131. 01hlle t hie -cut ' • prodllcUoD. reoor4 ie 
below the ..... nee of other ace•h 1ll the -
cla .. 1ficaUoD. pa4e , he h ftTT t borooacb 1ll 
hie woa•. 

(S1cae4) I. f. Mil ee , lgperTietoc Iateraal ............ Aca,. 
Bept• ber 30, 1827. 0AboTa the annoce 1ll 'both qual1t:r ... 4 q'QUUt:r•. 

(S~a4) C. M. l uetica , Iataraal 1..,....,. 
.&c..,t ia Charp. 

Sept•ber 30, 1938. 1A'boft t he anne• ia 'both quutU:r aa4 qualU;r•. 
(S~e4) l. I. lara4el, Iataraal llrreau 

.&ceat 1ll Charp. 

Septca'bar 30, 1929. 111ach a'bon aT•nc• h. 'both q-U\:r ... 4 quli\;r. 
lolplqaa h ooopallle of lllm4ltoc u:r cae" 
preeaate4 for rerl•'. 

(S~a4) l. 1. lara4al, Intaraal ...,..,.... 
.&c••t 1ll Charp. 

Pebruar;r 16, 1929. •a. 1e tborouchl:r fuillar with hie wozt: but 
prodllcU oa to 4ah ap~are cone14arabl7 below 

···~·· (S~a4) J, P, leneon, lnteraal BenDU 
.lpnt in Cbarp, 

J.prU 30, 1931. 1 !11e prodllc\lon of the -cent h wall a'boft the annoce 
within hie cla .. 1flca\1on craU• lie Jw.dped a4 
lcoowladca of the wozt: b aleo oueten''IIC• u4 he 
h.ae .s-utrate4 the fao\ tbat he h one of the 
batter acenh aUaohe4 to thh 41Tiaion•. 

(S~e4) l. P. laneon, I.nteraal llrreau 
.&c••t ln Ch&rp. 

April 30, 1932. '!h• -cant h outet ... 41JIC bot h ae to qQUt1t:r u4 
qual1t7 of hie wozt:•. 

{l!.pe4) l oba 1. llorpa, .lottie Iatanal 
.......... Ac-t in Cbarp. 

April 38, 1933, •~r, hie abil1t:r b 110ra pro"""""e4 alo-e ho!la10al 
Hue th&D. aloac e4alnhtratln llnea u4 it h -
U clpate4 that be will anriac the aanliiC :rear be 
\raufarre4 to the poe1Uon of Chief Bedfter0 • 

(81clle4) I. !. Milae, Iat arnal ....... 
.lpat in Charp. 

4prU 30, 181t, •.&caat Sbotnll'• rattle •• a chief rerl-r h oo ... 
el4ara1Jl:r h1cbar tbu it ... anriiiC the perlo4 w1>aa 
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M act;.a •• \be ..-4 lea4er. fbll ll ._ \o \he fact; \ba\ be ll 
a .U llo\hr \ealaBloal .,.._, \baa he ll aa •1nJn! o\raUn ac-t•, 

(11pe&) a. f . lliho, Iahi'IIAl •• • 
.teat la Cbarp, 
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Febrll&ry 2&, lllaTo 

Kr . Co.aiaa1oaerc 

Ia accordaaoe nth yoW' 1.netruct1ona, I eubal.t the tollo..1J1C 

report on InterD&l Hevaaue Agent John J, Morsaa, Wewark DiYia1on• 

Be tore r;o1J1C into the hll tory ot Ageat .... caa' 1 aemoe, I 

rill br1et'lJ atate bia preaeat atatua. Ag- llorcaa rill be 40 

Jl&rl old OD Jlllllt 2S, 19ll7, H11 pre .. at crade and aalary are 
CAF•lS, .6600 per annua. He acta u principal au1etaat to the 

IDterD&l ReYen.,. Ag011t 111 Cbarce ot the •-rk DiYilicn aad il1 

the aba-oe ot tbe Ageat 111 Cbarce au-.a tba rupouib111t1ea 

and dutiea or tbat ottioer. 

Ar;ent llor£&11 entered the laternal Rennue Serrlce u &11 

Inepeotc:r on Auguat 1, U22 at .1800 per &1111 .. in the Philadelphia 

Dh1aion, on Sept.-her 11, U22 •• trauterred to the Huatlar;ton 
Dhillon, and on llaJ 1 , 11129 to the lewark Dbhion. 

Prior to entering tho Internal Revenue Service, hia experience 

... aa tbllOirll 

.looountaa - l!ddfetoae Hifie Plaat, 
l!ddJatone, Pao . ,.. .... 
Coapiled all fiaoal atat ... nta, 
inol~ P.tL aad Bal&DOe 8hoeta. 

.lccoatult • Bale end 11lb<rn Corporation, 
Philadel pbia, "-• 1 ,. .... 

Preparation ot all etat .. ata. 

Coat Cler\: - Bctw. B. Vare, 
Philadelphia, Pao 1,..... 
Coat reoorda on CODitruotion work • 

.lOOOWltaat • ..... rioaa Hail•J lxpre•• Co., 
Pb1ladelp111a, Pao . ,.. .... 
Workiar; on atatiatioa tw die-

tributioa ot expreaa rece1pta 
to railroad• Wider I.c.c. 

32 

Regraded Uclassified



l 

- 2 -

Mr. Co~aaioaer. 

Arter alltniJIS tM Rnenua Se~oe 1n Aapat of 1922 u aa 

Inape otor , llr, llorr;en -• auir;~>acl to the Ph1lacla1pb1a Dbhion 

at t1800 ~r annua. On Sapteaber 11, 1e22 he waa trenarerracl to 
the BUDtiq:ton Dbhion, EttaotiYa llarob 1, 192! he waa prc.>tecl 

to $2000 per ..,._ end on llarob 1, 1824 -• cleair;D&tecl u IDtarll&l 

ReTell .. A&ellt aDd pr~ecl to tZiiOO ~r ........ a. -• api.D pro­

lOOted. on Jul7 1, 1924 to ·~ ~r aanua. On Febr .. r,- 26, 1825 

ha wu clea~D&tecl ao oonteree &lid on Ootober 1, lUll pro110tecl to 
uaoo ~.. ........ On J .... ..,. 1, 1927 "' ..... prOIIOtacl to $11600 per 

a.tllllla end ar;a1 D OD Ootober 1, 1927 -· &c!Yenoecl ill &racle &Del oalar,. 

to CAF-11 at taaoo ~r &IIJl.... CID Jul7 1, 1928 he -• r;iY .. another 

adY&DOe iD r;racle end aalar,. - CAF- 12, heoo per &llll,., end on April 

1 , 1951 pra.otecl to Gracie CAF•1ll at t5400 per &llDU.o 

The tollowinr; are rearb .ao to hie ability D&cle b)' bio nr1o• 

oupe~eor,. ottioer11 

.r ..... .,. 12, 192ll 

"Tbio ott1oer io a DOW17 appoilltecl iDOpeotor but io .,rth 

110re .on")' • • • " , Sipcl • E, Jo Roclr;oro, I nternal a~Yenuo A&ellt 

i D Cbarr;e. 

Jantary 2 , 1924 

"Thio ott1oar io Ter,- oape~le and effio1ellt . He oan 1wreot1r;ata 

&Jl7 olau ot o<ioa. Thio otrioer io Ter,- lo,-.1 to the Se~oa ancl 

r;iYeo hia beat oooperation to thio oftioa " . Sipcl - Barr,- v . Bittinr;, 

llltarD&l a ......... Ar;•llt 1n c•rc•• 

Ootober lll, 192 6 

"Be 1a a tirot-olau a oooiiDtant end 11100 .. tax ottioar, pouauao 

en ar;,._b1a pauoll&lity encl 1a hi&hl7 ettioiellt. • EttioianOJ J"atlnr;, 

95, Sir;•cl - Barr,- V, BittiJIS, latarD&l R-ue A&•nt in Char&•• 

Ootobar ao, 192e 

"Tbio ar;allt wao tn.DOfarrecl to tbio ci1Tioioa etraot1Ta llq 1, 

192e. Be 1o at praoellt aotlnr; u aoolot&Dt to the Acallt i.a c •rr;e 

1n a dclitioD to b1a cllltiao .. rapraoallt&tift or the Speolal Ac!YiiOr)' 

Co.aittee, • 81pecl - J , p, Ja11oon, latarD&1 ..... ,. Ac- ia c•r&•• 
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.t.prll 30, ltllll 

"I uo clad ot tbo oppor1:wlit)' att orded hereiD ot expreu-
1,.; ., appreoia tion ot tbo Tory oapable auletanoo and lo:p.1ty 
which bo hao extended to • duri,.; -:t inouabeno;r ot the pooitlon 
ot .t.cent in Clare• of the lrnrl< D1•1don. • Siened - R. T. 11111eo, 
Intena1 ReY8D\18 .t.c•Dt in Charc•• 

April 30, lt315 

InterD&l hY8n• .t.c•nt iD Chere• J . R· Baradel aooordo 
llr. Korean an ettioieno;r rat1,.; ot N u hie priDo1pal auietant • 

.t.pril 30, 1N8 

llr. Baradel elY ...... llorcan an ettioieno;r rati,.; ot ee. 

llr. v. L• Bic)ll&Dd, Republioan lat1oDA1 Co.Utte-'1 tor 
West Vircinia, eadoroed llr. lforean tor .t.c•nt in Cborc• at 
Hunt!QCtOil on llaroh 17, 1928, and 1n thla ooDDOot1oD Co.Uu1onor 
Blair otated •at the pruent tt. n are tr;ri»« out tbo ...., who 

-• llr. B1tt1,.;'o a .. btant and wbo lao praot1oall;r run the ott1oe 
tor the laot too) ,.aro•. (He 1e reterr1~ to tbo pre .. nt lDternal 
ReYOD• .t.cent 1n Clare• LeoUe R. 1111leo. ) 

Under date ot .April 18, 182s, Senator Georc• Wlarton Peppar 
wrote iD bebolt ot llr. ~~ot-c-· 
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Jebruar.y 25, 1937 

lfr. COOII:Iiuioner : 

In accordance wHh ;your 1natractiona, I allllmi t the 
follorlnc report on Internal Rennua .&cent Joaeph J. Xell7, 
Newark Divialon: 

Befor e goin& into the history of .tcent Xell;y' a oervica 
I will brien;y 1nc11c~tte hia preaent ata tua. .&sent Xell;y 1a 
45 ;yeara old Md will reach hh 46th birthdlt;y on llarch 31, 
1937. Hh preaent grade and aela.:Y are C.AJ 12 at $4800 per 
annum, and hh preaent dutie a are tho .. of the higheat t1}>8 
of fiel d examinins 114ent. Hh af!icianey rat1ns aa of .April 
:30, 1936, •a• 90 1thtch 1o "'xcallent•, and he hal been 
anil!"ed ae an .&~>tins Conferee dur1ng th.e put Tear. He 
apparaMl7 handlu the aoat difficult and in'fol nd examina­
tion a 1n tha llawarlt Division • 

.&&en• Xell7 1a a n t eran of the World War, having aened 
in the SUpply Corp a from Jul;y 1918 to Aucu-t 1919. He 
entered the Internal Rnanue Service from the c1v1.1 aen1oe 
rectater aa an Internal Re•enue Inopaotor eff ective Auguat 1 , 
1900. 

Prior to entering the nay;y, hh ezparienca was a• followa: 

Booldceeper 
and 

Storekeeper 

Deput7 Collector 
anct 

lnopaotor 

New .£ngl.anc1 '!alephone 
CC1:1}>811:f ( 1809 to 

1912) 

ra11 R1Yer OUatollla 
Houea (1912 to 

1917) 

Yeoman U.S.I.R. - J anuary 1917 to 
July 1918 

Enaign U.S.J.R, - July 1918 t o 
SUpplY Corpa Auguat 1919 

3 ;yeara 

5 ;yeara 

1 ;year 

After entering the Re•mue Service 1n J.li&\Ut, 1900, aa 

an :Lntarnal Re'fanua Inopector and complatins the 45-daT 
tra.1ning oouraa, ur. XellT wao aaoignad to the Buffalo DiviaiOD 
a t a ael&r7 of f1800 per aDD"'"· lftaoth'a Jul;y 1, 1921, he 
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llr. COIIIIIIlaoloner. 

• •as pr01110ted at $3)0() per amna; on llq 16, 1922, he •a• 
promo tad to the poai tion or In tarnal Rnenue .&gent and a a­
ligned to aet aa aquad leader, nth eompenaation at $2250; 
and llarch 1, 1923, he waa promoted to $21100. Under data of 
J01l'IJ.r7 21, 19~ • .lgant l:ell:y tendered his reaignation from 
the poa1t1on or agent at $2500 per aJID1D in order to ace.pt 
a poaition outside of the aarrtea, "lbich •a• accepted 
afrecttn at the cloaa of buaineaa J'abru.rr 9, 192l. 

Under date of JUne 17, 192l, 11r. l:ellJ applied for 
rainatat....,t and he waa rainatated aa an a&'&nt at $2'700 
in the t!untiJI&tan D1Tia1on, raportine ~t 22, l92l, and 
where he aened aa a field eJ:IIIIIinine officer. 

Strectt..-e Jan"QQlT 1, 1926, .&pnt Iell:y waa promoted 
to t 2900 and on Jan"QQlT 1, 192'7, to $~. On October 1, 
192'7, he waa alloeated to Grade OJJ 9 without ~ in 
aal&rJ, but on Jan"QQlT 1, 1928, •a• promoted to $33X>; on 
July 1, 1928, •aa promoted to $3400; on J'ebru.rr 16, 1929, 
to $3600; on October 16, 1929, to $3700; and on llarCh 16, 
1930, •a• promoted to Grade O.AJ' 11 at $3800. Sffective ~ril 
1, 1931, .&pnt Iell:y waa plaeed in Grade OJJ 12 at $4600 per 
amna, which 1a his present grade and compenaation. 

!he followin& are ..-rka a a to hie &bill tJ ""'de b:y hi a 
Tarioua aupeniaor;v officera: 

Bo•.cb•r 16, 1921 

•'ftlla officer h doine aa .,:>od worit a• &nJ officer in 
the field, He ia reliable and aner&etic. • ••• Signed 
C, 1. Herriclt, Internal Re•anue Jean t in OharP· 

Daebar 1 . 1922 

•ottioer preTed quite efficient aa a aqgad leaclar and 
1o ur;y capable and induatrioua. Haa a:ll)ellent 1alowledp of 
laJO and regulation• and he is capable of meetin& all aoc0Wlt-
1n& probl•• anccaaatullJ. • SiFecl R. .a.. Oon•aJ. Internal 

ReYanue .&pnt in CbarP· 

~ 
"'fficer prond quite effioiant aa a aqaa4 leaclar and 1a 

nry capel>le and tndlatrioua. •••• Signed ll . .a.. COD~, 
Internal Ra.- Jcant in CharP· 
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llr. COII&1aa1oner. 

J oJlU!!l7 8 1 1934 

•Diligent with abil1t;y abo•• aYe~. •••••• He alao 
baa the a.b111 t:r to impart thia lalowle441e to the expinJ.n& 
ofticera e~d on 1J141'11dual1 parlnerahip and t14nc1ar;r 
exeminntio na. llr~ Xell)' 11 alao the reYiewinc officer 
of all proteah1 appeal• or let tero wlaltted b;r taxp&¥~~ro 
rela tin to 1J141'11dualo1 partnerahipo and f14nc1&rin•••• 
S igoed "f. P. 11&7• ~ Internal Rn .. ua .At;ent 1J1 Charge. 

J'ebruan 9 I 1934 

Agent Xell;r reaigned at the clooe of buaineaa th io date. 

Reinot a ted aa agent in HUntington D1•1eion. 

October 311 1929 

1 Re1J1atated in th i a diYi ai on Aucu-t 221 1924. ~ified 
t o handle all claaa11 of income and ezceu profits caau. 
•••• Signed Harr7 V. Bit tins. Internal Re.,.nue ~t in CharSI · 

.April 30, 1926 

ACcorded efficienCJ ratinS tor period of 941 which 1a 
•Sxcellent• but no coomenta llaU b;y .uperrieol7 officer. 

October 31. 1926 

Accorded r atins for period of 94. 26. 'Asen; Xell7 11 
auigned all claoaea of cao••· He 11 thoro~7 ccapetent 
and Ylr:/ •aluable no a utilit;r officer•. Signed Barr7 T • 
Bitt1ns1 Internal Rnenue .Agent in <lhArSI • 

S!J)t•ber 30, l9a& 

ACCorded a ratins of 89 b7 n .. intemal re'I8IIUI asent 
in charSio Jlr, Leslie R. IIUU1 Who rucor rh that Agent 

J:e117 be proeoted to Ora4a Clil 11. 
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llr. Ccm:d oeioner. 

S!!?tg'ber 3:1, 19?9 

0Thio officer• a production record doea not reflect hio 
actw value to the oer'Yice. He obould properly 'be claaaitied 
in Ornda 111. He is accorded ratin& for the period of 90 'b;y 
Lealie R. llilu, Internal Revenue Agent in Cberge. 

APril 3:1 1 193:1 

Agent lrell;y ia gl.nn a ratin& ot 92. •.t. h1gbl;y eot>­

petent officer, eapeciall7 val~le aa be 1a qualified to 
bandh all claesea of eaaeo. 1 Sicned Lealie R. llllea, In t arnal 
Rev.,.. Agent in Charge. • 

li!!!AJ7 at. lUl 

He h recOI!Illendad tor Ornda 12 'beoauae of traneter of 
C&IU prertoualy examined 'by 'rrnnl J.udit.'by Lealie R. 111lea, 
Internal Revenue Agent in Charge. 

April 3:1. 1932 

•.t. vary atticiant offiear•. Sigoed Lealie R. Uilea, 
Internal Rnenue Agent in Charge. 

Januar7 1, 1933 

Tranaterred to Jlewark D1v1a1on. 

April 30. 1933 

• The wodc mieb thil ottic.s> be.• pertomad a1nce 'bainc 
attaobad to the !..,.ark D1v1o1on leU. to tbo tb~t that mat 
waa Runtin&tOn'• loaa waa Jl..,.arlc'a p 1n. 1 Sigoed 1!. T. llilea, 
Internal Revenue J&ant in Charge. 

April ;p, 19M 

•Agent Jrell7 reoaiv .. the h icjlaat att1o1enC7 ratin& •one 
t he ,,._inin& offioera of thh divhion. He 11 an exo.pt1onall7 
hi&bl7 qualified officer.• Stcned R. T. llileo, Internal Revaau. 

J.gan t 1n Charge. 
,&pril ;p, 193& 

Ia accorded a ratin& of 89.315 without co =t 'by l. ll. 

•aredal. 
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llr. O~aa1011er. 

APril 30, 193§ 

h accorded an eft1c1c07 ratizlc of 90 a:od. baa aoted ae 
Confer" ainoe JaDTJIIZ7 8, 1936. S1ped J. R. Bara4e1, 
Internal Rnenue .&&eDt 1D Chorp. 

Sappl-i1nc the forecoizlc u .wear• that Jcent Iell:r 
h an oo.htand..1Dc •-'"in& officer and excellent oon!eree 1A 
the l .. axk D1Tia1on. 

!'he tile dOe• not d.hc1oM an:r political endcr-h 
for .&&eDt x.J,l;r. 
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rebraar,r 6, 1937 

.l.tter a carefUl ftrn7 or the pereo..,.l or the llew'IJ'k 
Dirldoll, I t1D4 there an oaq tour eeplor• .. ill the 
Dirlaioll •bleb I 0011.14 coaechllUoulJ r•co-eaA tor the 
poa1Uoll or Illhraal a... .. Acellt ill OhAre•. aaA wbo, 
ill ., o:pillioll, •oulA recehe the .,:pro Tal or the Secretarr. 
'!'her are1 

aa;,.olld lbohell ~ 
lbubell 0. 'l'horatoll -

. Joeepb 7 . lellr 
Jobll J . llorpa •. 

With rupect to llorcaa, ill 1923, Seutor hpper 1'-u.A 
tbat he be trauterre4 troJO the lllaatiactoll Dirlaioll to the 
Pb11edelpbia Dirldoll or tbat Ticlllitr . b 1928, T. L. llplalld, 
or iepubllcaa Jatloaal Co..tttee,reoo-.aAeA ata tor the poaltioll 
ot Illteraal lleTelllle Acellt ill Ohare• or the h.aUactoll DioriaioD. 

lou are r .. iliar with the lahllipllce UDU report oil 
AceDt Bop~~ which ellalutea Ilia fro• OOildderaUoD. 

'l'he ace aa4 record or .&cwat Dowaq elac ellahat .. Ilia 
fro• ooaeideraUoll. 
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TREAS URY DEPARTMENT 

OATC J.!arOh 11 19.)7. 

To The Secretary 

'""" t.lr. !lagill. 

.After a good deal or difficul cy, I succeeded 1n talk­
ing to lotr. Latimer over the pbone at S o ' clock toclay. I infol'lled 
llr . Latimer of the substance of the report on the Do....Jones ticker 
relative to the tentative agreement betoreen the rai.lroada and the 
u ployees on the retirement plen. llr. Latimer said that reporters 
had been after thee and the t be bad told thes all that no detini te 
agreeeent bad been ..-cbed and that Adodnlatration approval bad not 
yet been received. 118 then told M tbat in tba conference with the 
President on Friday, the President cUd not in any wey ca-it !Wo­
self to the approval of tbe tentetive plan. The President aerel7 
't'Mted to knol' in general what ... soing on but did not inquire 
into or 11iah to learn about the dateile of the proposed lesialation. 
llr . Latimer said that be told the President tbet be bad diacuaaed 
the tentetiva agreement rlth us but that the Trea81ll7 hed given 
no final .. ord respectine it. 

Mr. Latimer thinks that the report 1<88 given out by 
some of the railroad executives Wld not by tbe brotherhoods . 118 
said that llr. G99rge lla.rrieon, of the brother~, expressed surprise 
thnt t he report had gone out. llr . Lati111er eeid that a l!lemorandUtD 
of the tentative ~ent was being sent to 149 railroad presidents 
preparatory to securing their approval or it in advance, before the 
lesialetion is introduced. lleedlaea to le.T, this is not 8 perfect 
aituation 88 far as we are concerned since "e tdll have aucb greater 
ditticul ty in securing cban;tea 1n the lesialation in the direction 
or increased p8J'IIBDts e1 ther b7 the carriere or b7 the e:~ployees. 
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H. &I. Jr : 

>>en 'I tor 
1'/apnor: 

H. !A.Jr : 

... . 
' . 
H. '• . Jr: 

H. " . J r : 

H.M.Jr : 

\" . • • 
H. IJ,Jr: 

.. 

R. '' .Jr : 

" . 
R. !.! . J r : 

\'1 : 

H.U.Jr: 

~ ' : 

\ 

Mar ch 1, 1937 . 
9 : 45 a .m. 

Bob, I ' m spending most or the day studying your 
Housing bill . 

Yes . 

I wondered if by any chance you were free tonight. 

I - by God I did make a dinner engagement, Henry ••••• 

Wouldn't she let you off? 

If there is any way I can get out of it 1 1 11 let 
you know. 

Well now IllY wife is going to some women 1 s dinner 
so I 1 m home alone. 

Yes . 

And I •ve asked nobody except yoursel f and if you 
could come I - I 1d like to possibly ask one or 
two others but submit the names fir st to you. 

Yes . 

See? 

Yes . Well can I call you up this afternoon, Henry, 
and see if I can get out or it - I made that about 
a week ago . It ian' t a very illlportant one but you 
know h.ow people are sometillles •••.• 

As I understand it we ' re meeting with the President 
at 11 tomorrow. 

Yes . 

And if you and I could sit down quiet ly, it would 
help me . 

Yes . All rlght. 

See? 

Yes. 
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R. loi .Jr : 

w: 
H.M.J r : 

H. li .Jr: 
. . ... 
R. L• .Jr : 

~· . ... 
R.li .Jr : 

W: 

u.n.Jr: 

W: 

R.t.I .Jr : 

" . .. 
n.H.Jr: 

I! .M.Jr : 

·,·j : 

R. ll .Jr : 

VI : 

R. li.Jr : 

- 2 -

And - well let me ask - you mieht be thinking - how 
'Rould you feel about having Ellenbogen there? 

Ellen - all right . 

What? 

He ' s all right • 

All right? 

Yes . 

No·.v do you want Steagall or not? 

But Steagall i s all right except he don ' t know a 
damn thing about my bill. 

Wby not just you, Ellenbogen and myself. 

Yes. 

Vlhat? 

Yes, that will be all right . 

Is that all right? 

Yes, but will you let me see if I can get out of 
this thing, ·Henry? 

Sure and I •ll do nothing till I bear from you. 

All right, fine, Henry . 

But it would - I mean it would be very helpful 
to me i f we could have a coupl e of hours ' talk. 

Yes . All r i ght, Henry, I 1ll see if I can ' t get 
out of that thing . 

Well that - that's awfully nice . 

All right. 

Thank you. 

Goodbye . 
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H . !J .Jr: Hello 

Woodring : Yes . 

n .M.Jr : Harry? 

II: Yes, Henry. 

H. IJ .Jr : How are you? 

W: Al.l right. 

March 1, 1937. 
2 : 35 p.m. 

R .~ .Jr : Harry, beginning last July - wait a minute I •ve got 
my letter here - 21st of July I ' ve been corresponding 
with the War Department about a place to put our 
silver vault? 

,,, : Yes . 

H.M.Jr : And, frankly, I ' ve never been able to get the 
President to say where he wanted it up till to-day. 

','.' : Ah-ha . 

H. I..I . Jr : 

'1 . ,, .Jr : 

H. !.! . Jr : 

•t• . ... 
H.M. J r : 

'R: 

B. I.I .Jr : 

And to- day I showed him the plans and he said that 
as far as he was concerned it was per fectly agreeable 
if we could get together with you to put it at 
West Point . 

Ah-ha . 

Now originally you submitted us eight different 
sites . ...... . 

Ah- ha • 

•• •.• and site No . 5 was the one that we 'd like to 
have . 

No . 5 • 

Yes . 

Ah-ha. 

Now - ah •• ... 
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ii: 

!!. J,! .Jr: 

E! . ti .Jr: 

" · ' . 

'! . lJ.Jr: 

K. li.Jr : 

n· • ... 
R.M.Jr : 

V' : 

I!.M.Jr: 

f : 

H. loi . Jr : 

. . 
R. u .Jr : 

, ... .. . 
H. !.I . Jr : 

"f : 

!'!. •t . Jr : 

- 2 -

How many sites at Ylest Point? 

You submitted eight different sites . 

Ei ght differ ent sites . 

Yes . 

Yes . 

Now - ah - at site No . 5 i s the one which is 
furthest f rom the academy • •••• 

Yes . 

•• •.• ~~d way back up there in the hills •.••• 

Ab- ha. 

• ••.• and, f r ankly, l t d like a1vfully to get 
together and get started. 

Ah- ha. 

And - ah - the Navy has offered me a place down 
at Philadelphia but I should think, f rom a stand­
point of national defense, it wouldn't be nearly 
as good. 

Ah- ha. I wouldn ' t know. Ah - if you want - you 
tell me what you ~ant done and we'll start at it . 

I •ll tell you what l td like done. 

' All right • 

I 'd like to have site No . 5 at West Point as I 
wrote you last July •• • •••• 

Ah-ha • 

• ••• and if we could have that why we'd go ahead 
merrily . 

4~ 

All right, l et me go into it - say tomorrow morning • ••• 

O. K • 
•• •• and - and see what I can do on it and get in 
t ouch wit h you . 

Regraded Uclassified



1; .u .Jr: 

\'/ : 

H.!A.Jr : 

''I : 

H.M.Jr : 

I! .Y.Jr : 

;;: 

\ .. . .. 

H. rJ . J r : 

·.·1 : 

H. ll.Jr: 

\7: 

- 3 -

Right. Uay I say 1n passing, I don ' t think i t 
did the Ar111y any hurm - our putting the gold 1n 
Kentuclcy there . 

No (l aughs) - no I don ' t think so . 

Well I think you got a lot of publici ty on it ..•. • 

Yes . 

•••••.. that's very good publicity. 

I think so. 

46 

I mean it showed up what kind of a unit you had •••• • • 

Yes • 

••••.• the efficiency of the Army and all that . 

Well I see no reason. I - I •m not familiar 
with the correspondence on it but I •ll look into 
it and 1 •11 get in touch 1nth you tomor r ow about it . 

That would be very kind . 

All right. 

Thank you. 

Goodbye. 
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H. loi .Jr : 

M~fUon : 
H. U.Jr : 

H: 

H.M.Jr : 

H: 

H. I.I . Jr: 

H: 

H.!.!.Jr : 

H: 

H.M.Jr: 

H: 

H. ll .Jr : 

H: 

!l.M.Jr : 

H: 

R. :.t .Jr : 

H: 

R. Lt . Jr : 

H: 

R.M.Jr : 

Hello 

Hello, Henry? 

Hello - George? 

!larch 1, 1937. 
3:10 p.m. 

Yes, hello Henry, hofl are you? 

I understand you ' re somewhere but nowhere . 

Ylhat ' s that? 

I understand you ' re in washington but that you 
won ' t tell anybody where. 

\'/ell I •ve been on the go ever since I got here. 
I came in this morning . 

That ' s all right , I •ll take your ~Yord for it . 

And I called you •• •• .• 

Yes • 

•••• and t his is the first chance I've had to call 
you back. I just want to repor t to you I ' m back 
in civilization again . 

Are you? 

When - when i s our meeting , Henry. 

Wednesday. 

Wednesday morning? 

Yes . 

Fir st rate, I •ll be here . 

Did you kill any more quail than my Assistant 
Secretary? 

Oh we killed about twice as many as Wayne' spotted. 

And how much does that make four? 
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H: 

H. r.I .Jr : 

H: 

R. L! .Jr : 

R: 

8 . )(.Jr: 

H: 

R. )(.J r : 

R: 

H.!.!.Jr : 

H: 

R. l&.Jr : 

H: 

H: 

H. N.Jr: 

H: 

- 2 -

And I ' m the only one that ' s gotten in- well I'm 
the second one to get in touch with you here. 

Oh really? 
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I 1 ve gotten the biggest one that •s ever been caught 
down ther e so tell him that for me? 

Caught? 

What? 

Caught? The biggest one that ' s been caught? 

Caught, yes you run after them and catch him by 
the tai1featbers . 

(Laughs heartily) With a - With - with sugar or 
salt . 

Salt - a littl e salt. 

Laughter by both. · 

Well George I 1 m fine and everything seems fine and 
if you' re going to be down here Wednesday it' s swell . 

I think I •ll probably go back tonight but I•ll come 
down again tomorrow night. 

Good . I'll be glad to see you and - and I think 
everything looks all right. 

First r ate, well I think so too from what I bear. 

Yes. 

Fine . 

Be glad to see you, George. 

All right, I•ll be there. 
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!.!arch 1, 1937 

4 : 45p. m. 

PRESENT: 

~nbaaaador Bonnet 
L!r . Jules Henry 
or . Livesey 
Secre~ary Uorgenthau 

The ~bassador: ~onsieur Blum and ~onsieur Auriol 
asKed c e to ~ell you how much they like your policy and 
how happy they are f or our friendly r ela tions . I am very 
happy to speak with you about the financial policy and about 
t he financial questions. The French financial s i tuation i s 
evidently diff i cult, but we have in France a recovery. The 
receipts of railways are increased o.nd t he business taxes 
ar e a lso increased and t he index of our industrial position 
io a lso better . We are like mnny other countries. our 
budge t is not balanced and, therefore, t he Treasury must 
give important sums t o the budget. I know t hat lt will be 
posaiule for t he Treasury to furn ish these important sums 
't.O the budget during the next e ix months. Vlhen I was 
Uini st er of Finance , in 1933, a t t hat time the budget had 
to borrow 20,000,000,000 franca in six months. 

¥U, J r: What year was t hat? 

The Ambassador: In 1933 . Evidently lt i s not the 
eace times as now, but the Treasury has no more important 
ef fort today than it had at tho.t period . 

Ur . Henry : It io not a more i mportant effor t at t his 
time than at that time . 

){1.1 , Jr : I do not know whether the Ambassador wants 
me to interrupt, but I do not want him to think t hat my 
silence menne that I agree. 

The Ambassador: I believe tha t the task now is mor e 
difficult than my task was in 1933. I believe tho.t it is 
not impossible to accomplish this task. I think that the 
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important question for us i s the questi on of definit ive 
stabilization of moneys , because while the moneys are 
fluctuat ing it is very difficult for our Treasury to 
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find the sums that are necessary for us . Uonsieur Auriol's 
borrowings are difficult but not i mpossi ble and, therefore, 
t ne French Government is convinced that it would be very 
important 1t you could arrive at the defini te stabilization 
of our moneys and the questi ons of the Treasury and t he 
budget that are now very difficul t .would be mor e easy to 
solve if you could arrive at the definite stabilization of 
our moneys . 

HU,Jr: When you talk of definitive stabilization 
do you mean that they stabilize at the present rate or de­
va lue !'urther ? 

The Ambassador: It is not a quest ion of new stabiliza­
tion for the Frencn Government. 

Toe Ambassador: Speaking in French and interpreted, 
as fo l lows; by Dr. Livesey: 

Ther e is no question of f urther devaluation. 

HU,Jr: What the Ambassador is talking about is fix ing 
the present price of t he franc definitelY . 

Dr. Livesey: He does not oean that the f ranc should 
be stabilized at today'e value, but it should not fluctuate. 

HU ,Jr : I still do not understand. 

HU,Jr: (To the Ambassador) Under your l aw of October 1 
you could devalue another ~. 

The Ambassador: Yee. 

~,Jr ; (To Ur. Henry) ~hen be is talking about 
defini~ stabili zation is be talking about the present value 
of t he r ranc or possible atabllization at a further devaluation? 

Mr. Henry: (Inter pr eting into French the Secretary'• 
question and interpreting tne Ambassador's answer into English) 

He means when he says stabilization he has in view that 
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the tranc can be reduced within the limits of the law. 

The Ar.•bassador: I understand that it 1B not a 
question of a new deva luation beyond the limit fixed by 
the stabilization l aw of Oct ober firs t. 

Ur . Henry : When he says devaluati on he does not 
mean further devaluati on than the October law provides. 

The Ambassador: The law of devaluat i on provides 
the extreme l1Di~ ot 22 trance 50 centimes t or a dollar. 
It is chis limit that we cannot pass. 

HU .Jr: I understand. 

The Ambassador : Speaking in French and interpreted, 
as followe, by Dr. Livesey : 

If they take another l i mi t t hey would have to go 
be tore ?Hrl1runent. 

!.lr . Henry : The Ambassador has a message to g ive 
you from Uons i eur Auriol &t ying how much he appr eciates 
your cooperation of last September. 

~: I never h~d the pleasure of meeting Uonsieur 
Auriol~ I h~pe some day that I will. 

!would like to say t his to t he Ambassador: I ac 
not. a trained d!ploD&t and I cons i der , and can onlY say 
so in QY own office, that the situation i& very cr1t1cal. 
! no not know how frank he wants to be. 

The Ambassador: Coopl ete!y . 

HU ,Jr: The s ituation i s so serious that either it 
i s necessary t o be very frank or we cannot help each other. 

The Ambassador : Speaking in French and interpreted 
by Ur. Henry : 

Th e Ambassador agrees with you. 
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ffii,Jr: Whi le I realize very well ~he economic 

recovery which France has made e!nce devaluation, I ac 

also conscious of the fact that your unfavorable balance 

ot trade hae been constantly growing worse due to your 

increased imports. It is not !or me to BaY what France 

~an do or cannot do internally, and even if I knew, which 

I do not, I would not attempt to give any advice . I have 

been constantly getttng more d epressed about the French 

Situation and the informati on that I receive is available 

to everybody . 

(At this point t he Secretary called to the attention 

of t he Ambaseador the Wall Street Journal article of today. 

The cli pping is att a ched. ) 

I think it ie of treoendous importance that the 

Tripartite Agreement continue and we want to do everything 

possible , but I Just do not know what i s going to happen 

during the reet of this month on account o: the large 

quantities of gold leaving France. I think both the 

Presinent and I have deoonstrated our real friendship for 

France and we want to do everythi.ng we can and still live 

up to our own laws. 

From the information which I receive I know that 

tnere hAs been an exchange of letters between Uonsieur Blum 

and ~.B~ldwin wit hin t he last two weeks on the monetary 

situation, but of course I want to say again that I can 

only say in my own office how I feel about the French 

eituation. I do not say this anywhere else and if t he 

Ambassador a t any time has any suggestions and thinks that 

we cM be hel pful, a lways remembering our Amer i can laws , 

I ~ould be more than glad to discuos it with hlm. 

The quick rieing of your prices offset the benefit 

of devaluation, so you have not received the full benefits 

of your d evaluation. 

I wish I could be more cheerful and do not like to 

be so pessimistic t he first time that t he Ambassador calls 

ou me, but the situation is so serious t hat I feel the 

quicker we get down t o business , the better. I wish I 

could say that everything was lovely, but the Ambassador 

le an exper l enoed man and I do not want to waste hie time 

by saying pretty words . 
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The Ambassador: Speaking in French a nd inter pr eted, 
as follows, by Ur. Henry: 

He thanks you very much for your frankness. 

ffii ,Jr: The s t t uat i on i s t oo serious to be otherwise . 

The Ambassador: I tried to examine the situation 
very franklY and duri ng t his question of the law of stabiliz• 
t i on I spoke as Repr esentative in t he Fr ench Parliament and 
at that t i me , in September, I indi cated all the difficulties 
that the French Governcent would have. Ther efore , I am 
wi tnout illusion because myself I explained f roo the tri oune 
a t the Fr ench Parliament four months ago al l t he difficulties 
tha t wer e comi ng. 

The Ambassador: Speaking in French ana i nter preted, 
as follows , by Dr. Li vesey: 

That was t he r eason he believes it is well not to 
exagger at e at t he pr esent time . The French Treasury has 
thr ee mon t hs , unt i l June, betore they have an increase of 
r evenue in t ne Treasury . 

The Ambassador: During the first months of the year 
t he direct taxes do not coce in; they come onlY in the 
Eecond part of t he y ear and it !s one or t he reasons for 
the di f f i culties of our Treasury now. But t here arP a lso 
other r easons f or our difficultie~ but I think that if 
t he French Treasury can arrive at t he month of JUlY without 
too many d1tf1cultiee , I t hink t he s i tuation could be estab-
U shed. 

Hll .Jr: When doee your Expositi on start? 

The Ambassador: In Uay . 

The Ambassador: Speaking in French and interpreted, 
a s follows , by Dr. Livesey : 

The policy they wish to fo llow i s wholly in conformity 
with t he Tripartite Agreement . 

The Ambass ador: we want to avoid control ot the exchange. 
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The Ambassador: Speaking in French and intervreted, 
aa f ollows, by Dr. Livesey: 
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They want to remain whollY in accord with the monet ary 
understanding and t o remain faithful to the Trede Agreement 
w1th Ur. Hull. 

HU,Jr: That is our wish too. 

The Ambassador: I thank you very much for your friendlY 
r eception and 1! I have projects to submit to you I would like 
to come to see you. 

fPJ.Jr: We wi ll always be glad to see you. 
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VIALL STIC:£T J ')U'U!AL 
LARCH 1 , 1937 

French Popular Front Government 
Takes Moderate Attitude Towards 
Capital-Recovery Before Reform 

BY CHAJll.ICI R. BAIIOIIOva '+ aa<l el>up<D f.ho anl&p1llm betw ... -.pltal aa<l 

11•1 COrt'f'ljHIJicf"'l •J Tu• W•LL 8'tii.&I'T JOCU&t. )abor, 
PAJ\18-A policy Of moderattoo, calllDf tor lt l1 elear lhat the "pau."' 18 to be ont ot 

naOon&l recovery bttore u:tm.llon or economic tDdeAnJtt duration and 1n all prob&»IUty wlU 
aDd IOclal ••retonna,•• bu Mtn adopted by lut unUl atttr lht tl&botat. Parla EapoliUon 
PNmlu 1AOn Blum and h1a Popula.r rroat t. ciOMCL lt &. equal.l)' clear tb&t M?eral mont.bl 
cabinet. muet tlapM bcfort at.l.oft&l recovery eaA cSe~ 

Tbe dtdaloa wu forced. \JpoD the .._lena ..aop to • poi.D.t trrMre capUaJ may be:lln to 
8odalltt leadtr, who bu focmd that hill left.- looMn up. But, ln tM me.t.Atlme. thl; Treuur7 • 
win& eoaliUOD.'a J>t'OITUl bu deAnltdy blodte4 •tuatioa ID.\Mit rt.CD&bl 41tlk\llt., ~ th.e P'f'erD· 
u.. buatiMM \lptWln&· ~Dent wW be tore.! to ftly oa umpon.ry ~ 

rr1483'a debate a.nd tubeequet action ot ua. dlcnt&. 
DepuU.ta lD YOUDC cocftdtnee lD the cablMt. ap-. no ... ll u ,.t DO tndteltJon .. to what the I 
partoU,y provu: that the Blum pnra.ment · t. 'J'W.uu.ry upecUente wU1 be. On tiM ont hand.. 
uuhakt111 lD the Cb&mbu a.ad tdll backed by t.MN ate t.nS\MftC: .. u.rclDI" rtttrlctive, coerdvt 
mllllooa of l.ndu.trlal t.Dd farm worker.. mauuru a,..tut captt.al The leader at the 

rrtncb lA.bor J"e4e.raUOD DOW ope:DJy cM.mJ.nda: 
. At t.ht u.mt Umt, tb.e Premltr b: ttlll t t.ru.l- IUtb atronl action on the part of tbe Popula.r 

allnl' wtt.b what can beet be d.ctc:rlbed u & P,_,• '""' to Pogt 1 Colum.• 4 
ett..down tlrlkt of upU.IJLit.a. On t.be bUll ot •=====·'L------' 
L&eUCI reve&ltd, l4.. Blum doea not propoM to 
war on the caplt..a.llllt but ra.tber contlauu to 
rely on lbtlr eventUAl aaaltt.ance. Tbt ®Jet hope 
ol f.ho Promler lo ...:...S on tho poulblllty of <lo-
ve.toptnr eoon.omlC recovery and the detlrt ot 
lbt B'rtnch monied JTOUPI to lhan In th6 
proftLo o1 any bUI!tl- ~powtnc. 
Real PurpGM o t 4pau.e' 

Tbua, tbe ruJ. purpoM ot Premier Blum'• &A• 

nOUDOtd ... pauee" or breat.b1.Dc ._u 1D eccmomJc 
&Ad IOda1 .. reform~"" 1a to enable the ~wra· 
GMDt to ~ • procraza da.1&ned to o,.t,. 
come oblta.clu to l'eOOYU'y. For example. ~ 
"'bllMt lo undortaii.II>J U.. - otrmuoua plano 
to Wl"'llou.nt the ~ prlc. anuUOn. 
which bu aldecl u.. coot ot u~ ..., .. a do4-
mt. pe.rU to t.bt 4Da:adal atructu.re. Keuwtlil&, 
~ II tvt.ry I.Dd.lol.tkia. tbat Dew and COitl)' 

-tal ,..,.,_ will bo pootpoaed- They ooul4 
only ft.lult ln a«e:atuatlD( the eziat:lftl' dMp 
dllt.rwlt ln lbe Alwlelal and moce.tary tUuaUon, 
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French Cabinet Policies 
---(Coadll_, froa rtr-.t ,..,.,_ 

l'roftt JOftl'ftiDtllL Oa t.bt otbw band. then 
u. • ._ .tn.ctt maaaa. ta•ortnr .......,. 
IMn\. ol all ~ ~ GD Jol4. 
aaoot7 M4 tlM capital market&. ----It ia; &rpedl that U.. l&Uer UIU1W woQJd 
~ With P'rcD.Jt'r Bhlm .. utt:rnal poUeJ 
aDd pan U.. way for doM:r rr.ncb.. BriUib 
and A.aloerlC&D coopuaUon 1ft &1.1 kl4e. w. 
81u.m'• repeated ~tloD of the ullunce 
Of prac-Uc:at anatthy tn !'ran~ 1.1 ttpec:taJ.lJ .t .. 
nUicanl He 11 detumln~. app&renu;,, to tol~ 
low lht road of economlo and ananel.aJ Uber&l• 
Lim and leadlag membera of bt. cabinet, for t S• 
ample Flnt.t~c:e l41nllter Auriol. an tAUrtly with 
tw» 1n lhl.t 4elen:O.lnaUon. 

The .P1n&net llltn1atrY'• actual ttrtct llmlta.­
tlon on aU n:pendibi.J'U;, inefu.41n.r evm pubUc 
worX.. twthu re!Sect. the JOYemment•• ttend 
tow&J'd mo4uaUon lD Ita deallnp wlt.h capital. 
AU told.. &n7 attempt to Urmlnat. tbe capital· 
Llt.l boycott bJ Ykalent meuurw appear~~ U· 
dud4111 trom lht realm ot pou:lbi.UUea. 

.. .T 8eell ..... A.b ..... 
ID tbe nent tiM. i"reftth at&blllaatSoft twwl 

beOOIDee t.a Deed of •'"' reiOI.U"CCII,. U.e7 wW 
prc>ba~ be eoapt abrOI4 or .-. 117 1\lr'tbtr 
uWbaUon ot the Batl.k ot J"r&D,Wa ,oLd bo&d· 
lAp. U tiM: Trulwy ap1.D J'\1:M d.J7, DUEDUOW 
eou.rta ..,.. opa. Tbe •tablliAUon twwre tdle 
tl"&ftC blla.oea: may .., UMCS, 11 direct borf'OW4 
tnp from t.be Bank an Dot ~ Rowtver, 
lt new fO!'etc:ft eredlt.a or £.ot.M become avaU· 
able neither of t.be abo~ment:loMd uptdltatl 
would be neetJ&&I'Y• 

Tbe Idea of eu.t'ftDC)' 1t&biUsaUon 6oN not 
now appear either pr.aUeable or advtl&blt. Ul\• 

le• attempted in conjUDotlon wH.b a larJt 
An&IC>-Amerteu •tabUiUtlon lou. Kowtvor, 
a rett.ot 1ta:tement by J'tn&no. Kln .. ter Auriol 
ln the Ql.&mber, .urgeata that be 1tll1 con· 
te.mpl&tu a domettk. oaUanaJ 4tftMt lo&n. 

DomMUc D&Uozlal or local IO&NI. w1Lb t.IX 
prt'l11t-r• or ~ <~r tter'U.a« ruar&n·t.MI, bavt 
a~ao beaD .ur:cuted aa amona u.. poerttble 
cou..re. Of ae:Uoa.. 

...... ! ........... .,~ 

Bowrru, \be tm.=edla.U probkm Ia ...-tla)o. 

lJ' CIIM ol. Ao&Dtto.r driutD.C U.. ae&t lWO or Lll.rM 
JDODlM • the a.u.mpUOD of a ~ boca 
W\U. u.. opt:QID.C Of tM- ... upollltiOo u4 
\be .ublequml tourwt tduz. 11 IAe Popu&ar 
l'folll pYU1UDet cu. weCMd LD UltJ:q LIM 
CW'T'Pt d&n.ftl'OUa prtc• atam,ptd41~ • bualMU 
bOOm eaADot be aetucSed trca tbt poe~tlbUlUU. 

Wb&t Ia evkla1t &t. tbe momut S. t.bat Lbe 
Poputu Front eXJ~edmtnt mutt bt eoa.UDu.ed. 
U Ia tmpoulblt to toMld.er ttl COU&,PM wtttaout 
brt.nclnr wllb tt tbe gravett puU lO lntemal 
ordU and utei"D&l aatety. Tb.t t,ppreclaUon ot 
lbt realJUe. of lh1l •JtuaUon la the taotor wbH:.b 
ne.utr&llaed lht r.eent bitter att&ck.a oo the 
Blum etbtfttt tn the Cbamber ot DtpuUe.a. 

Blum eooUnue• ~ u ever, 4e•pltt a 
tu.rmoD of attack a.ad crtucwn, bteaUM M 
lmowt that tvf2l ~ ~ .pprtd&tt t.bat 
J'rt,not d&.r't; DOt ... J) bo ...... 

wu 
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Ri3 

Secreta~y of State 

'7ashington. 

GRAY 

Paris 

Dated March 1 , 1937 

nec ' d 5:12 p. m. 

288, !larch 1 , 5 p . m. (~CnON om:) . 

f.·J-: (;Id COCHRA.~. 

·,•:tere " as a fa i rly steady demand f or foreign exchange 

t oday uut dank of France ie stated to have l ost litt le 

storlinu • •rher e appears to be sol!'e private offeri ng ol' 

sterling asci ns t f r ancs as weal:necs of sterling against 

dollar l:>ecomE' s evident. Soviet Go•1 ernMent r eported to 

be buyer of sterling tod~7• Rentos dropped two f r ancs 

due i::t :-art t o disappoint aent t o see aome loca.~ }'rench 

.elections yesterday go to t he Left. Understand that one 

Par i s- . merican bank which hsa been having certain dit'i'!.•-~· 

in gettin(l paper rediscounted at Bank of ?ranee has 

notif i ed its custome~s t hat hereafter paper f or redis­

coun~ must be deposited '~orty-eigbt llours with the bnnlr, 

n"ait i ng decision from the iJank ot France as to the 

acc.3_> tab111ty of the transactions . French hotels are 

cOaJl&ining of increase in operating coats and may have 

to 
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RB -2-.~288 , 14arch 1 , 5 p . m. from 
Paris (S~CTION ONR) 

t o raioe rates before tourist season unless relief is 

obtained . 

Parker W1111s cables AG'P.NCF. 'P.CO?TOIIIQIJ1l: that in 
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con":.ccti on with early presence in 1/ashington of AmbassadoiG 

Bullitt and Bonnet and several important Britishers, 

genrral economic negotiations between the three countries 

al•r el!\)ect ed . Some of the questions which ;J1111s says 

aro considered c~rtain t o be studied at rJashington are : 

(One ) improvement of t he tripartite monet ary agreement 

ltith tho vie"' to bringinG about some correction to the 

run o~ ~:;o ld llhich is going one way. (Two ) Problem 

created by the investment of foretsn capital in the 

United Ltates . (Three). Correction of the s ituation 

w~ich ~eaults from the t rade agreements , (Four ) ~entual 
mudi~ication of the Johnson law to permit placing f oreiAr 

loans in the United States . 

•rhe reporter added that certain circles desire a 

study undertaken seeki ng a basis f or set tlement of war 

dobts . 
1'/ILSON 

, 
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8101'IOI TlrO. Io 288 fro. Parte, Karch 1, 19!57 

At four o'clock thia afternoon Under Governor 

Fournier of the Bank of France called repreeentatiTea 
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in Paria of Anglo&S&xon b&nk1 to hie office f or a meeting. 

An oral lu.a&ry of thi1 ae11ion wae Jus t giTen •• by one 

of the uerioan banker• who wae there. Th.il banker Aid 

that the present French exchange eituation waa outlined by 

Fournier, Fournier eaid that the Banlt wae not going to 

inaugurate any exchange regulation• or r estr ict ions, but 

that it abould be underetood liberty did not mean licenee. 

He expr eeaed the hope that there would be cooperation by 

the foreign bank a w1 th the Bank of France t oward aToiding 

tranaact ions which under the present circumstances would be 

de•ed undes i r able . Three euch ai tuations were outlined 

by Fournier: 

First - Speculation against the French currency 

through French people or concerna which wanted foretsn 

exchange or for eign currency when the actual need therefor 

could not be shown. Fournier aalted that the banks dia­

oour-.re such t ransactions, as well aa purchase by French 

inc11Tiduale or oonoarne of foreign aecuritiea. 

Second - Fournier aued that the bankers place ob­

ataclee ill the way of foreign co~aniee which might want t o 

m09 e money out of Prance when euoh a tran~&ction wa1 not 

requirl4l 'by the legi tiaate 'budlllll of thoee finae . He 

said tbat hie Banlt doee not want iaportatiolll into otbar 
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00\IDt riea to be financed on n .• ll&rltet ill :France. 

Third - Fournier 41aouaeed credit policy; he said 

that in a periOd of economic revh'al such as 1e now being 

experienced, it na the desire of the CSltral B&nlt to aYcid 

higher interest rates and at the e&lle time to prOTide credit 

t o those who were in actual nee4 of credit. How.,.er, they 

wanted to cheolt e.~gerate4 and apeoulative deaanda. In 

particular he aentioned tranaaoti ona which had d411'eloped 

at H&Yre, Lilla and Roubaix in coffee, cotton and wool. 

Fournier said that hie Bank does not want long-term finan­

cing to be used for bringing in goode that will be needed 

in the distant future. In this oonneotion he cited an 

instance where certain Havre firma were buying cotton tor 

two yeara ahead. Further, 30 percent of the activity in 

coffee and cotton at Havre, he said, emanated with people 
' . 

h&villg no business therein except ae speculators. In 

addition he requested Banks to lteep a watch over ooaaercial 

paper where cotton importers are drawing on ihe spinner and 

eeeking repeated renewals of the paper without making 

deliveriee t o correspond therewith. 

I was told by my contact tla t Fournier did not at 

all cri tioize the foreign banlta . How411'er, the foreign 

bank representat1Yea who attended the aeeting thought that 

the aeeting waa significant of the exchange 81 tuatiao pre­

vailing in Prance. It waa felt cenerally tha t while the 
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rrenoh GoYernaent doee not want to iapoee exohanae control~ 

the authorities had decided that unless the pres ent trend 

1e corrected they aay actually bring i t about. Fournier 

was making an appeal f or t he bankers themaelYee to do aa 

muoh as possible to ayoid this. 

I queeUoned my oontaot aa to whether the Bank of France 

bad in any way sounded out the foreign banks as to their 

w1ll1ngneee to help the 'l'rea~ry in i te present need for 

funds; be said there bad been no 'aention of 1 t. :&Ya if 

euob fEat deposita as are at present in English and American 

banks in Franoe were turned OYer to the Frenob Treasury, 

they ~ould be so small ae to amount to not as auoh ae 

t wo billion franoe, and therefore the Treasury wOUld not 

be helped muoh thereby. 

!BD OF KJ:SSAG • • 

WILSOI. 
\ 

U:Ln 
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Operator : I have his Secretary. 

a .U.Jr : Thank you. 

0 : Oo ahead. 

R.M.Jr: Hello 
Bankhead• s 
Secretary: How are you Mr. Secretary? 

lfl!rch 1, 1937. 
5:35 p.JII. 

H. " .J'r : How do you do . The Speaker called up and told me 
he was coming - s topping by at 9: 30 tomorrow morning • 

. : .s: Yos . 

" ." .Jr : Since then I 1 ve gotten word the President wants me 
at the \Yhite House at 9:15. 

ll . S : Yes sir, well that will. . .. . . 

! f. ,Jr: Well now I don't know - pardon me? 

B:S: I say you ' ll 'have to go with the big boss there. 

H. • .Jr : Well (laughs) I don •t know but I wondered if the 
Speaker could l et it go to Wednesday or whether 
he ' d like a e to come up or what would you suggest . 

B.S: Would you like to tal.k to him J.lr. Secretary? 

R .~ .Jr : If it doesn't bother him, yes. 

B.S: I'll tell you tlbat -you cquld get him at the 
Mayflower - District 3000 • .. 

R. M.Jr: Well I mean - do you think I better bother h.im? 

B.s : V~y it will be perfectly all right, yes sir . 

H. M.Jr: Is he there now? 

B.S: Yes sir, he ' s there now. 

B.W.J r : Well I •ll call hilll. 

sl 
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llhf.TI NG IN RE WAGIIER HOUSING BILL 
n~ ~~Jl R STREET 

lla rch 1, 1937 
ci : JO P. :.l . 

Present : &lr . G&ston 
t.lr. Opper 
Mr . IJcrleynol us 
Mr . Leon H. Keysttr ling (Sil_c . to Sem.tor Wagner) 
l&r . LeHoy B11r t on 
:.!r . Dunning 
Mr . Lin~ 

Keyserling : This i s just an analysis section by section. 

B • ..!.Jr: 

The first section is jus t a general decla ra t i on of 
policy . 

Tne s econd s ection cont ai ns - t he second s ection 
includes the definitions. The only one tha t is 
of any particular importance ha s to do with trying 
t o set u standard for keepi ng the projects down to 
families of low income . 

There are real ly two standards in the bill dealing 
with tha t sub ject . One is aaministrative and 
binding upon the housing authority, and the other 
i s f inancial in thut, no mutter wha t good standard 
you have, you could hardly get doNn to families of 
lo.v i ncome if you di dn 1 t. il8ve t he right financial 
set-up. 

The administrative standard is simply that no 
family snall be &vailable for entry i nto a pro ject 
if its income is more than f ive times the rental 
charged . That means t hllt once the rental is charged, 
tne family could not have an income of more than 
five times that . That figure is based upon the 
gener al studies of the Department of Labor a nd other 
gr oups as to about what part of a low income f amily ' s 
income could be devoted to rentals . 

I ' ll go through it section by secti on and that will 
bring me t o the question of the substitute a little 
l a ter . 

You' ve got it written down, though. 

Keyserling : Yes . 
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H.!J.Jr : tine . Something that I c an g ive the President? 

Keyserling : Yes . 

H. :.l . Jr: 

Gas t on: 

Keyser ling: 

H. l.I . Jr : 

The third section sets up a United Stat es Housing 
Authority of three members . 'lie had thought tha t 
there were only really two agenci es of the United 
St ates Government that were doing ei t her real low 
cost housing or anythi ng like tha t. I think 
Resettlement ought to be put asi de a t once, because 
it deals only with rural end suburban questions, and 
I don ' t think it i s loN rent housing anyway; I t hink 
it' s very high cost housing . The Public Works 
Authority is the other one . So that if this body 
Rere set U? a s a separate agency, you would have 
two : t he Public •lorks Housing Uivision and this 
Authority. So that if i t were desired to have 
only one, t here would be one of two alter natives : 
either to put t his agency in the Public "Orks 
Housing Autbori ty, or to provide for the transfer 
of Public Housing Au thority to this agency . The 
bill as now drawn gives the President discretion 
to tra nsfer the proJect s of the Public Works Hous ing 
Division to t his authority . 

(Gaston comes in) 

Have you met Ur . Keyserling? Mr. Gast on. 

Bow do you do? 

And with t hose two alterna tives in mind, the bill 
a s now drawn picks the second of them. That is, 
it sets U? the second, u separate authority, and 
authorizes the President t o transfer t hese proJects . 

The only considers tion - I don ' t kno·N, L!r . Secr etary , 
whe t her you just wanted a summar y of the bill •.• 

I f you will just keep on the way you're going ••. 

Keyserling : The considerations that ••. 

l:i . ii . Jr: You a re doi.ng Just wha t I ' d like to have you do. 

Keyserling : It was thought best at t he beginning not to handicap 
this new agency with all t he mistakes t hat may have 
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been made by some of the housing agencies in the 
past, particularly s ince this sets up s uch a very 
different series of financial a rrangements and an 
administra t ive set-up by which it would be simpler 
to transfer these projects to this agency t han to 
set up this agency with all the personnel and al l 
of the problems of the Public 1/orks Housing Divisi on . 
Those were the consi der ations . 

Sec tions Six, Seven, and Eight deal with r outine 
provisions giving certain po•.Yers to the Authori ty 
just as a body . There is nothing substantial in 
them. 

Op~er : I just - Sec tion Five comes in t here - that tax 
exemption. 

Keyserling : Section Five pr ovides t hat a l l the properties and 
a s sets of t he hUthority shall b e exempt from all 
Federal and state taxes . The s ec tion which provides 
that all the property und assets of the United 
St at es Housing Authority shall be exempt from all 
Federal and local t axation is a r ather standard 
provision . However , there is coupled with it the 
reciprocal provision that any bonds i ssued by 
local housing authorities to r aise money for 

H. :.I . Jr: 

housing purposes would be exempted from all Federal 
taxa tion. i he theory in bock of thc t was that tha t 
would be one relatively cheap way of extending aid 
to t he local authorities for low rent housing pro­
Jects . 

At the meeting this aft ernoon t here was suggested 
an alternative : tha t instead of e xempting the bonds 
of ~le local authorities from all Federal taxation, 
to exempt t hem only from those forms of taxation 
that the bonds of the Federal Authority are exempted 
f r om; that is, t axes except surtaxes , state income, 
and inheritance t axes . The third alternative sug­
gest ed was tha t t hey should not be exempt from 
taxati on at all , and it wa s just l ef t a t that point 
for submission t o you. 

I see . Well, that ' s Secti on Five . I mean I 1
11l 

going t o let you r un through the •.•hole t hing, if 
you don't lllind . 
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Section Nine... I've said that Sections Six, Seven 
and hight are merely routine provisions for the 
administration of the Authority. They don't raise 
any problems . 

Sect ion Nine , which is really the center of the 
whole bill, is the section dealing with the loans 
and grants to local &uthorities for housing pro­
jects constructed and administered by the local 
authorities and not by the Federal Authority. 

The first part of t hat, which deals with grants, 
provides - it has been provi ded in the past that 
t he grants may be up to one hundred percent of 
the project - it provides tha t the grants must be 
repaid in full and that the interest r ate on the 
grants shall not in any case be less t hen the cost 
of money to the Federal Government, as determined 
by the obligations of the Treasury having a term 
of ten years or more. 

The loans ! 

Don' t all jump on the poor man at the same time, 
although I think he can t ake care of himself . 

Do it again, if you don't mind . They scared me . 
Remember, he ' s our guest • 

• ~ell , anyhow, the provi sion is that the loans, 
which shall be repayable in full , must bear at 
least what is called in the bill the going Federal 
r ate of interest, and t he going Federal rate of 
interest is aefined in the bill as the interest 
on the most recen• l y issued obligations of the 
Federal Government having a term of ten years or 
more . 

Let me - I haven ' t got that right yet . The United 
St a tes Housing Authority lends a million dollars to 
the New York Authority. Now, the New York Authority 
pays them whatever - the interest rate is whatever 
the last rate I sold - the l as t bond I sold was a 
17-year 2! percent bond. 

~eyserling: Then t he interest r ate would have to be fixed at 
at least 2; percent. 
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H. :J. Jr : As a minimum? 

Keyserling : Yes, but i t could be higher. 

How high? 

Keyserling : There is no maxi.mum rate set. 

H. !.! .Jr : 

Keyser ling : 

H. ,l. Jr : 

Keyser ling : 

B • ..! . Jr : 

~Ceyserling: 

li . 'A . Jr : 

I see . Not less then 22. 
It was suggested at the meeting that that provisi on 
snould be changed to pr ovi de tnat the i nterest r ate 
should be the same as the interest rate upon these 
~articular bonds ; that i s , the money raised by the 
Federal Government for t his particular purpose . 

If it was tnree percent ••• 

• • • then the interest rate should be at least three 
~ercent . If that provision were made, it would be 
entirely i n accord with tne financial pr ovisi ons 
of the bill generally , because the intent i s t o 
set the bonds off v ery clearly f r om the annual con­
tributions or gr ants and to provide t ha t the bonds 
shall be ret i red in full over ~ peri od of years at 
o fixed rate of interest not less than the cost of 
money to the Government . 

I see . 

lhe bonos are also secured by the projects . And 
it is also providea that toe outstanding loans 
shall not be more than the cost of t he project 
less loans by other parties, so t hbt it wouldn' t 
be possible f or other parties to have loans senior 
to the loans of the Authorit y . The effor t is to 
put the bonds on a straight finbncial basi s , without 
mixing them with the grants . 

Then the bill secondly provi des grants to low rent 
housing projects . 

To what? 

~eyserling : Grants . In addi tion to th~ bonds it provides gr ants. 
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These grants represent quite a departure in policy 
from the grants that have been made in the past to 
low rent housing projects by the P.'R. A. and the 
other agenci es of the Federal Government . The 
departure, in the first place, is that there shall 
be no capital grants whatsoever; that i s , a grant 
of 45 percent of the cost of the project immediately. 
It was felt that capital g rants encouraged very ·l arge 
building costs, and secondly that when the capital 
grant was made the Federal Government practically 
lost control of the money or of any check upon the 
projects , and t herefore could not in any way control 
t he availability of the projects for people of low 
incomes. 

Just let me interrupt you f or a moment. I tnought 
that Ur . Ickes did all his own building . 

«eyserling : He ha s been doing his building, but now he is trying 
to decentralize his program . 

H. :.! . Jr: But I mean the 53 pro jects . He did that himself . 

«eyserling : He did that himself . 

d. J . Jr : 

«eyserling : 

II.M.Jr: 

bo - I mean the fact that he gave grants wouldn ' t 
influence - you couldn't - if he gave himself a 
grant, so to speak - I mean you cen ' t charge that 
up as the reason why the costs are high, can you? 
I cean the way he ' s done the 53 . 

~<ell , as I understand it, l.lr. Secretary, although 
he has done the projects himself , he has ~ept an 
a ccounting which s ets up a certain amount for grants 
and a certain amount for loans . I believe that the 
original rate of interest charged on the loans was 
three percent. That is the accounting system which 
was set up . 

But isn' t it - as I understand it, the net result 
is t hat he takes a million dollar project, bu.ilds 
it and then immediately writes off 45 percent, and 
on' the balance of 55 percent be charges three percent 
for the 59 years . Isn' t that the way he runs it? 

Keyserling: Yes . · 
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H. :.I.Jr: Haven't I got that right? 

~eyserling : Yes. 

1:1. ~!. Jr : I didn ' t want to get mixed up. I • m sorry - I r d 
much r ather l et you run through this bill first . 

tCeyserl1ng: I think it may be - it is probably - 1t seems to 
me that that is quite true , that you might not 
have that problem there. However, if you s et the 
thing up on a decentralized basis, as ~. Ickes 
now proposes, with the local authorities controlling 
the projects , you would hLve much less control with 
an original capital grant than with the year ly sub­
sidy item provided under this bill. 

H . ~ . Jr: I don't know how these people feel, but I reel that 
is a move in the wrong directi on . I feel if the 
Government is going to put up oll the money or part 
of the money, I think we can build with less money 
than t he l ocal communit i es and there is l ess chance 
of graft . 

But I ' d like, if you don't mind, to finish an 
analysis of this bill. 

Keyserling : Well, tne form of annual subsidY which is set up 
is modeleo very much a fter the system that is still 
being used in hngland . In other words, at the 
beginning of the proJect a contract is entered into 
for fixed and uniform contributions over a period 
of years . Tnere 6re standards in the bill that 
provide that if at any time the projec•s are not 
ayailable for families of low income, the annual 
contributions may b e stopped, or ii any of the 
other standards set up in the bill are deviated 
from . 

The size of the annual contribution is measured by 
the cost of the money to the Federal Government 
at the time the grant is made , plus one percent. 
That is , if the loan was made at 2~ percent, which 
is about the Federal going rate of interest now, 
the annual contribution, as a maximum, could be 
21 percent plus one percent, or Jt percent per 
year . 
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That annual contribution may be measured, I think, 
in three ways. It may be measured in terms of 
its effect upon rentals; it may be measured in 
compa rison with the grants that have been made 
in t he past t o housing projects; and i t may be 
measured in terms of its total cost to the 
Federal Government over a period of years . 

If it is measured in terms of its effect upon ren­
tals, it ge ts a rental tha t may be illustrated in 
this way . If you have a $4, 000 fami ly dwelling, 
wllich is a thousand dollars per r oom for four rooms, 
let' s say, for a family of five or six people, whi ch 
is b fairly low building esti mate, the amount of money 
required to amortize that loan over a period of sixty 
years a t 3~ percent interest as an average would be 
about ~40 . hnother $40 appr oximately would be required 
for msintenance, operat i on, repairs, vacancies, and 
the like. That would give an annual cost of ~80 on 
the project per room; t hese $40 figures were per 
r oom . 

H. :t. Jr: Per room per year . 

Keyserling : Yes ; which would be e cost of about t320 on the 
project per year. If there were no subsidy, that 
e320 would be covered by rentals and would make the 
project available for a family with an income, say, 
of seventeen or eighteen hundred dollars a year, 
figuring that the family income mus t be at least 
f ive t imes the rental . 

Under this bill the maximum annual subsidy would 
be approximately 3t percent of that development 
cost, which would be about $140 . Deducting that 
$140 from the $320, you would get a net of $180, 
which would be about $3 .80 per r oom per month, which 
would bring it within an income group of approximately 
a t housand dollars a year, which is about the group 
that you want to reach. 

You can get different results on these annual sub­
sidies by taking d i fferent assumptions as to the 
capital cost of the house, different assumptions 
as to the amount of Federal money at 2! percent and 
the amount of private money a t, say, 4! percent that 
goes into the proJect. But wben you work it out for 
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the different possibilities, you find that you 
can fairly s ay that you can get a normal rental 
r anging b etween, s~y , three and a half dollars 
and five and a half dollars, which brings it 
within income gr oups of eight or nine hundred at 
the l ower level and twelve or thirteen hundred 
dollars a year at the upper level . 

'170 

If that is contrasted Nith t he grants and loans 
authorized under the present housing programs, you 
find t hat it brings the rent al down, ranging from 
one end a half to two und a half dollars per r oom 
per month lower, depending u~on the particular set 
of circumstances . 

Now, is that the whole bill? 

Keyserling : There are some other provisions . 

tl . :.I . Jr : 

Opper : 

H. :J . Jr : 

Opper: 

H. lai . Jr : 

Opper: 

Well , let me just ask s ome of our boys - who w11nts 
to contribute anything before I start in? Now, you 
(Opper) didn't say anything about your question of 
eminent domain. 

Well that is in here (referring t o paper in his 
handj, Mr. Secretary, ond I haven ' t got a ver y good 
draf t of t his thing . 

11ha t •s this? 

This i s the copy from wnich that one was Qade . It ' s 
all marked up . Tht statement is, however, that t he 
bill 1n no way removes the obstacles confronting 
other agencies in. attcmpting to exercise eminent 
domain under other sta tutes. In other words, as 
far a s the development of the law of eminent domain 
by the Federal Government is concerned, if we were 
to stop where we are now, you would have to say that 
you have no r ight of eminent domain for housing pur­
poses, even though the Federal Government itself is 
going to do the construction . 

You mean it hasn ' t overcome that? 

It hasn ' t overcome t ha t Louisville case, which never 
went t o t he Supreme Court, but which didn ' t go 
tnrougn because the Solicitor General apparently 
decided it wasn't a good case to a ecide the issue on. 
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Now, this memorandum which you prepared for me t o 
the President - are you a ll in agreement as to what 
1t says? 

We are all in agreement a s t o t he statements . 

Purposes of the bill . 

What the bill says . As to t he comments, I think 
we •••• 

But as to what the bill says? 

That ' s right . 

Have you got a clean copy? 

Give him your original . 

There is the original copy . 

What ' s this which is attached? 

Those are tables from which you can work out the 
various room rents under certain assumed facts . 

I see. Well, you fellows have been busy . Uow, 
wno wants to explain that? 

Well, I - it's Ur . Keyserl1ng 1 s table, but I'll 
try . 

Now, the first assumptions were two different ones 
for the cost of the proJect . This one was a cost 
of $1JJJ per room capital cos t, wnich Yr . Keyserling 
got from t he latest report of the Federal ttousing 
Administration as to the minimum average cost of 
private pr ojects which they ' ve insured - mortgages. 

Oh, I see . That ' s Federal Housing? 

Federal Housing , that ' s right . 

Now, this ($1000) is a very low esti mate , is tha t 
right? 

Keyserling : Yes, that is a ver y low esti mate of cost . 

Opper; That ' s . t be thousand dollars per room- capital cost 
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per room. That comes under this (indicating on 
chart). 

Now, supposing you took the $1333 . Now, in the 
actual experience of t he private enterprise, the 
rent per r oom was $13.82 and the group income 
~3317 . 

I see . 

But there is nothing over here (under $1000 heading) 
because there i s nothing of compurLble experience . 
Now, under the thousand dollar capital cost, if it 
were possible, which Ur . Keyserling doesn ' t think 
for private enterprise is possible, the r ent would 
be $10 . 37 a room and you would reach an income group 
as low as $2489 a year . 

!low, these a re various assumptions under the Wagner 
Act, falling into three categories . In the first 
place, you assume tha t you pay no local taxes and 
no amount to the community in lieu of local t axes . 

Tho. t ' s under tne Wagner Bill? 

lhat ' s right . And these things are set up on two 
hypotheses . First, that al l the capital is furnished 
by the Federal Government, none from private funds. 
Then, assuming that the subsidy is 3} percent - t hat 
is, tne aaximum - the rent could be $2 .34 a room, and 
you would hit an income group of $562 a year . 

Now, over here, you s ee, but assuming the cost of 
$1333, you would get a cost per room of $3 . 12 and 
an income group of $749 a year . 

Now, assuming tha t the subsidy is only 2i percent -
and tha t is based on this possibility: Ur. Keyserling 
suggests that there may be private capital willing to 
come in and make the first mortgage on these projects , 
so to speak; that is , t o lend money to the local 
housing authority on the basis of, you see, partly 
tax-exempt bonds and a higher interest rate. 

I thought he (Keyserling) sai d that there would be 
no obligation • •••. 
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Opper : I remember tha t , but I think what he meant was that 
the total ••• 

Keyserling: What I meant to say, Kr . Secretary, was that the 
Federal Government could not loan upon the pro j ects 
for an amount greater than the difference between 
t he outside l oans and the total cost. In other 
words, if t hese outside loans were sixty percent, 
then the Federal Government could loan only forty 
and not a hundred, in order to protect its own 
interests . 

O;>pcr: Now, assuming that there is some private capital, 
Kr . Keyserling, a t - of course, you'll have to 
pay higher interest for priva te capital , so in 
your .... 

Keys erling : But on the other hand you get a billion and a half 
of total money into these proJects instead of a 
billion. 

Opper : Well , with a limitation of ten million dollars a 
year on t he a mount of grant that the Federal Govern­
ment can contribute under the bill, in order to 
spread it over that whole program, you couldn't give 
more than 2} percent of that billion and a half by 
*&Y of subsidy . So he ' s assumed the possibility of 
that by the inclusion of this f i gure of $3 . 34 rent 
per room per mont h and an $802 income gr oup; and 
under $1333 1t would be $4. 45 per room and $1068 
as the income group. 

Now, here he ass~es a half of the capital contri­
buted by private sources, and there the assumption 
is that four and a half - you see, the underl ying 
assumptions a r e the same in this 2l percent and 
this - that is, that some private capital will come 
in. But here be is assuming a pro ject which is 
entirely financed by the Government and here he is 
assuming a project half of the financing of which 
is private, on a 4! percent, 30-year basis; in other 
words, half of the length of time of the Federal 
loan and a higher interest rate . And on that basis 
you get these figures . 

Then, if you pay half the local t axes - this was 
no local taxes - half the local taxes, this saae 
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breakdown here gives you these figures. And 
paying all l ocal taxes, the same breakdown gives 
you these figures. There is some more on the 
next page. 

(Barton and Dunning come in) 

Well, let me just get this through ~ head . 

74 

As I get it, Mr . I ckes had lJO odd million dollars 
which he was authorized to s pend for low cost 
housing, and he was limited bf law to a 45 percent 
grant . !~ow, have you (Lindau} got your figures 
here from t here? 

I can go on, yes . 

I mean I just want t o ask did Ur . ! ekes give you 
the figures? 

No, not those figures . 

Well now, taking the 45 percent grant and taking 
three percent for the money, and how many year s ' 
amortizat i on? 

59 . 

Uoes Ur . Ickes t ake 59? 

He ' s authorized t o go to 60, but he ' s taking 59 . 

I thought he took less . 

59 years . 

What ' s the best that he can do per room? 

Keyserling: At the bottom of tha t t able are the figures on 
what he could do with that. 

Opper: Up to the present he pays something , but nothing 
like full - his figures, I mean, are based on making 
some contributions . 

Keyser ling : That is what he could do even if he made no contri­
bution. 
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This says: "Public Housing Onder P.W.A . Formula of 
45~ Capital Grant, Balance 3% 60 years . Paying no 
t axes, $4.60 . • That • s on a thousand dollar capital 
expenditure. 
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Keyser ling: The aver age is about two thousand . 

Bo t· t on: 

ll . :.t . Jr : 

Where you have actual figures - on Williamsburg, 
i t's $d .84, and on Techwood it's $6 . 33 . 

Has anybody figured how much more you ' d have to grant 
to get it do~~ to six dollars? I me&n would he have 
to go 50 percent , 55 percent - how much more? 

Keyserling : I have a table showing t na t, Ur. Secr etary. 

l! . li . Jr : How much further would ~r . Ickes have to go? Because, 
in the family here, I under stand that when he got 
r eady to turn over - th~ t when he began to talk about 
turning over Williamsburg to the New York people, 
they simply refused flatly to pay more than six dollars . 
Have you hear d tha t? 

Keyser l ing: Yes, they can't pay more . 

H.M.Jr: Well, wha t's going to happen to the difference? 

Keyserling: Some way would have to be worked out to enable him 
to get his rentals down lower . 

H. li. J:- : 

Lindau : 

H. M. Jr : 

Keyser ling : 

Do you know now they have crossed that bridge? 
But I am correct in my information tha t the !lew 
York City crowd ha s just refused, haven't t hey, 
to ~ey more tnan six dollars . And are our f i gures 
of $8 . 84 - t ney about right? 

They are close to t he figures we have heard before . 
They ere our own estimate . 

I mean how much more than 45 percent 'Nould he have 
to go, for instance, to get that $8 .84 do'Nn to 
six dollars . 

I ccn show tha t on this t able, Mr . Secretary . Here 
is a table where you have hypothetical locations. 
This is a small city in the South or \Yest; assume 
a capital total or $8JO t o $1200 . A medium city, 
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$1000 to $1500; a large city, $1200 to $1800; 
a nd a very l arge city, &1400 to $2100 . These 
figures are a little lower than the P. VI .A. 
figures . This is your t able of operating 
expenses . Now, here are the rentals that could 
be obtained with three percent interest and a 
45 percent grant . Tha t was the Secretary Ickes 
set-up . 

Now, 1n a very l ar ge city like New York, with a 
$2100 cost per r oom, you would get a rental of 
$9 . 27 ; with a total cost of $14JJ per r oom you 
wo~a get a rental of t7 .76 . 
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Now, nere is the Willi~msburg pro ject - fell right 
in between there . 

Our figures are what? 

J(eyserling: That wo~d mean an income group of not less than 
$2000, which i s not a t all a low income group . 

H. r.i . Jr : But bow much more would he have to write off? 
~eep it at three percent interest . 

~eyserling : If i t were kept at three percent .• • • 

d. loi . Jr : 

Barton : 

How much would it have to be - 50 or 60 percent? 

Be somewhat over 60, I should say . 
• 

~eyserling : If t he interest were kep t at three percent and iT 
he made a capital grant of, say, 90 percent of capital 
cost, and ~ept t he interest a t three percent, be could 
still not get down t o low enough r entals. 

H. ii .Jr: 

Barton: 

ll..t.Jr: 

Bar ton: 

Well, that isn' t according to our figures , is it? 

1'/e figured it under the Wagner Bill; with full 
amortiza tion, hundred percent capital cost, it 
would be $5 .96 . 

I see . 
That's on the Williamsburg project . That's practically 
si.x. 
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Is that figuring taxes or no taxes? 

No taxes . 

Ana interest at how much? 

Three percent . 

Ylell , that •s the loss you•re writing orr . 

That ' s rignt, that ' s the loss . So that you got -
it ' s pretty hard to figure ••• 
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If you will pardon me just a minute - we figured 
tnat under the plan of t he Hagner Bill, H we 
adopted that plan for .Villiaosburg, t he rent would 
nave to be $4 .98 a room - that is, r ecovering abso­
l utely nothing - and tha t the monthly room subsi dy 
would be $5 .94 . 

I see . 

Now, to answer your question about how much he would 
have to g rent in order to get the rent down to six 
dollars . The only way that that GUesti on can be 
answered is to assume some construction cost, because 
the range on his projects is so great that an average 
is misleading . No~r, in sixteen of his projects he 
has computed estimated rent figures for the row bouse 
parts, and t he rent ranges from six dollars and 
so~ething - from $6 .91 to $11 . 15 . The average i s at 
$8 . 85. You can see that this $6 . 91 one - be wouldn't 
have to make much more of a grant than he is already 
making , whereas with the $11 .15 one he 'd probably 
have to make a hundred percent grant . 

Well , I just want to leave that a minute . Let ' s 
just take the Wagner Bill the way i t is and let's 
say, for argument ' s sake - I want to figure this 
thing - everything a maximum ; that is, let's say 
that the first year they do put out 200 million, 
and the next year it would be 250, and the third 
year 250, and the fourth year JOO . 'Nell , let's say 
that it would be possible to do that end, to make 
the matter e asy, that 1~ all goes into this one 
type of housing. No demonstrating. Let's say it 
a~l goes into the one type, and all of it to be 
turned over to local housing authorities . I mean 
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let•s just, to make my problem a little bit easi er -
I mean we 're not going to spend any 25 million dollars 
for demonstration purposes . 

On that basis, if il were possible t o spend a billion 
dollars for housing in four years , that woul d mean 
one - let me have your pad a minute . Now let me 
just figure this thing . These would be bonds sold -
well , we ' ll say 1937 , 200 mi llion; 1938, 250 ; 1939, 
250 ; 1940, 300 . Does that check with your bill? 

~eyserling : I have a t able tha t sets it all out . It mi ght be 
helpful to you, 

B. 'J. Jr: 1940, 300 c illion? 

Keyserling : Yes . 

B. I.I . Jr : That makes a billion. All right . 

Keyserllng : That (table) sets out a billion dol lar progr am i n 
four years . 

H. ;J. Jr : Oh, grand, t hat ' s just what I wanted . Now, fiscal 
year ' 3d-' 39 •• . . You t uke it . 

?.eyser l ing : These are the family dwelling units at $4000 per unit . 

!i . ~ . Jr : Is this fifty thousand f amilies? 

~~yserling : ~ifty thousand f amilies . 

H.:.! . Jr: 

.<eyserling : 

l.lcR : 

H. :.! . Jr : 

I s ee . 

Ana that would be the cost - f4000 a unit . Now, 
these are t ables on the annua l contributions each 
year, on tbree differ ent assumptions: 3t percent, 
3 percent , and 2t . 
Your first column is what you are talking about. 

.<eyserling : Plus one . 

Then your annual contributions over t he four year 
period: none the first year, 7 million t he second, 
151, and 24!, coming to a total of 47 ~llion dollars. 
In suosequent years, to carry along that progr am, 
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your contributions would be )5 million dollars 
a year, which is just )~ percent of a billion 
dollars . 

Oh, I see. 

Keyser l ing : That would be your annual contribution , 

:JcR : 

H.!.! . Jr: 

In 56 years, at 35 million a year - first four 
years would aggregate 52 mill ion .•. 

Wait a minute, the first four years is 47 million. 

~eyserling: That is with your maximum contribution, Jl percent . 

H. !d . Jr : 

MeR : 

H.M.Jr: 

1cR: 

H. :.! . Jr: 

:JcR : 

H. 'l.Jr: 

Lindau : 

Gas t on: 

H.M.Jr: 

r.tcR: 

B. II.Jr : 

Opper : 

Then 56 years , to run at )5 mill i on dollars a year. 
Has anybody multiplied that - 35 times how many 
years? 

56 years . 
million. 

How much? 

That would be two billion, 60 

Two billion, 60 million. 

I;ow wait a second - two billion and 60 million. 
No~, that ' s the contribution. But how about 
retiring the billion dollars worth of bonds? 

That would take tnem all out . 

Oh, that plan ••.. 

Take them all out and pay the interest too. 

One percent for sixty years will r etire your hundred 
percent of the principal. 

I see. 

That would be your total cost . 

Well , this program is really on a J! percent •••• 

That is making a couple of assumptions - tha t t hey 
would pay out; but the program, as I understand it 
from Ur . Aeyserli ng, is designed to do that. 
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Well , let me put it another way . Again I ' m 
figuring the maximum . We borrow a billion dollars . 
Then we• ve got to go to Congress for another 
billion . Got to ask Congress for two bi llion 
dollars to r e tire a billion . I mean the Federal 
Treasury would be out two billion dollars . 

Over sixty years. 

Over sixty years . I s t hat right? 

itys erling : Yes • 

G:.ston: 

H • • • Jr : 

!lcR: 

Opj)er : 

H. 'd . Jr : 

• 7ha t it BlDOunts to is that we borroN or somebody 
else borrows a billion dollars and we endorse t ha t 
note, and we meet the full carrying charges on that 
year by year; so i t really amounts to a grant of 
toe entire construction cost . 

Yes . Well , we've come to that conclusion . But if 
you raised a billion dollars and di dn ' t attempt any 
of this interest or anything else like that, through 
direct appropriation through t axes -you' re only 
going to build a bilhon dollars worth of houses and 
you ' ve got to r aise two billion dollars to retire that 
one billion. So that i f you r eise it through your 
general tax levy, you ' d only have to raise a billion 
dollars; tbis way you•ve got to r aise two billion. 

If you raised tne billion now •• . 

The balance is interest, because you borrow the 
money and oake an amortization of it over a sixty 
year period . It would cost you the two - you 1d 
spend as much in interest as your capital . 

Well , let me just put it another way . I mean I 1m 
trying to get this t hing, and you tell me i f any­
thing I have - I make is unfair . Let ' s say we decide 
vte want to build a billion dollars wor th of low cost 
houses and we raise it through general tax l evy, 
and - all r ight, at the end of four years we got a 
billion dollars worth of low cost housing . As I 
understand it, in order to let t hese people have 
this at six dollars, even though you pay no interes t -
no t axes to the co~unity, in orJer to do that and 
~eep it the six dollars, as landlord you wouldn' t 
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collect anything , because the six dollars that 
you collect bas to go to maintenance . Is that 
a fair s t atement? 
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Keyserling : That is approximately what it would be . 

t! . :.I . Jr : 

~ey ser ling : 

llcR : 

Keyser ling : 

.I. :.1 . Jr : 

~eyserling : 

H. :.!. Jr : 

Keyser ling: 

Well, let me put it again; I want to get this t hing . 
If we spent a billion dollars in four years, and 
l et ' s say for example we r aised it through general 
tax levy , so we have no interest charges to meet -
ana then to run these houses for sixty years, the 
best that we could expect is that the rent we collect 
nill Just ~eep those houses running . Wha t ? Is that 
correct? 

That is absolutely correct, lllr . Secretary . 
additional consideration is whether 1n some 
you might not have to add something to t hat 
your r entals oown low enough . 

The only 
cases 
to bring 

In some cases you could collect a little more . 

Yes, in some cases you could collect a little more . 
That statement is pr edicated on an aver age, going 
up and down. 

You mean to s ay even if you built the houses and 
gave tnem to the community, paid no taxes and paid 
no interest because you 1re going to raise the 
money through general t ax levy, that those houses 
couldn' t be run at six dollars? 

Yes, they coulo be run at six dollars easily . The 
only ~uestion I raised was thut if you want ed ~o 
get your rentals down to !J . 50 or $4. JO, it would 
create a different problem . 

Well , let me ask this . V/hat I am trying to do is -
I mean for the moment I want to look a t it es 
Secr et ary of the Treasury, because I 1ve got to raise 
the money . When you put 1t - • Well, i t just cos ts 
ten million dollars a year," it doesn ' t l ook so bad , 
but t h i s way - hasn ' t any other country done it so 
that it gets its capital beck? 

Under t he English system, Mr . Secretary, the average 
contribution per family s ince 1919 has been about 
$100 per family . 
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Per year ? 

Per year. !low, ~100 per family per year on a cost 
of $4000 - of a $4000 house, would be about 2t 
percent , whi ch woul d be j ust equivalent t o the 2l per cent a verage s upposed under this bi ll . 

Well , personally - I mean 1f we are going to do 
this thing I 1d much r a t her, from my standpoi nt , 
face the thing thst 'Ne are going to build so many 
million dollars worth of houses a year and give 
tnem to the community, una figure that it is going 
to cost so much . I mean it is going to cost the tax­
payers so much at the. beginning, and - because this 
bond ~ithout a guar ant ee is worthless . Because as 
I - I 1m not a lawyer , but as I put this thing up to 
Opper, nobody can bind Congress for more than one 
year . You can't bind any future Congresses . And 
if the Congress didn ' t vote this subsidy, if they 
got tired of this - they would have to vote the 
money, thougn, t o pay • •• 

•.. to pay the interes t . 

Retire the bond . 

Re tire the bond . 

Tbat 1 s right. 

Uf course, when these things t ake the form of a 
contract, which they may, tnen you may say there i s 
an actual lega l claim for the subsidy; Just what 
the strength of t hst «ould be is something else 
again. At any r ate, whether Congress could be 
bound to pay the subsidy - t hey ' d have to pay l t . 

lhey 'd either pay up or pay some of i t t hrough 
the nose, one or the other . 

Let me ask these cons t ruction engineer s here - has 
everybody explored these construction costs? 

Yes , tha t' s been prett y well analyzed . This f i gure 
we show here of $1200 a room is a very good average 
figure . 
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Where 's that, Techwood? 

That ' s their own analys i s . 

It•s right at the top. 

Here , take the original one . 
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We 've got 1t aown t o $1200 against ~2200 for Wi lli ams­
burg . 

My god , they pai d enough for tha t land there, aidn ' t 
they? 

~eyserling : Terrific. 

B. :.I . Jr: ilha t ? 

Keyser ling : Terrific . 

Barton: 

Opper : 

B. t.! .Jr : 

They pai d too much f or that type of housing. 

If you try to do slum clearance and housi ng at the 
same time, you get stuck . 

And the per son t hat suys you can't is Nathan Str auss . 
He ' s convinced me tha t you can' t do the same thing -
you've either got to talk slum clearance or low cost 
housing . The two things are se~arate problems . What? 

Keyser l ing : Yes . 

ti.J . Jr: 

O;>per : 

H.M. Jr: 

;Vell, l et ' s go around the table and see . Bow would 
you do it, Clarence? 

Well, that ' s a large or der. 

Well , go ahead . You used to be up there, weren't 
you, with New York City Housing. ileren't you the 
counsel? You (Keyserling) knol'l that, don' t you? 

Keyserling : Yes . 

B.U.Jr: 

Opper: 

We're trying t o ge t f riends around here for housing . 
~here ' s no enemies ; we•re trying to get friends . 

Well , I think the suggesti on t ha t if this is golD& 
to be an outright cont ribution it would cost less 
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money and be a more direc t approach if it could be 
made a contribution in cash at the beginning - one 
difficulty, Mr . Secretary •• • • 

Just a second before you start; I need a drink, 
after seeing those fi gures . 

And ne ' s about to listen to me . 

Helen, if you will bring in something now . 

I didn't ~ow it ~as as bad as t hat. 

Hell, I 'm willing to take it for the benefit of the 
rest of you. 

Ur. Keyserling suggested one problem t here, and that 
is if you make an annual contribution, you will al­
•,o;ooys have something tha t you can withdraw 1n case 
the oper a tion by the local authority doesn ' t conform 
to the Federal standard ; you ' ll just cut off your 
annual grant . 

!Jay I answer that? !.lcReynolds gave me an idea last 
week . Be thought tha t thing could be overcome by 
leasing this t hing to the authority and t hEt way 
you ~eep a string . UcReynolds said, "You make a 
lease . The United States Housing Authority leases 
tnis buildi ng to the New York St a t e Authority for 
a dollar a year." 

For a dollar a year . 

So you can over come that. I don ' t ~now woere !.lac 
got that . So in that way you can keep the strings. 

1here are other ways t oo . But I wanted to make 
sure you had in mind Mr . Keyserling ' s point about 
tha t annual subsidy . The second thing, of course, 
is the question whether as much as two hundred 
million dollars a year for four years - an average 
of 250 million dollars f or four years could possibly 
be r aised by current t axes and set aside for that 
particular purpose . And one objection there, I tcke 
it, is tha t t he opposition to a housing program or 
tnis size would bear dir ectly on that question. 

Regraded Uclassified



tt . :.I.Jr : 

Barton: 

H. :.! . Jr : 

Barton: 

H.!l. Jr: 

Barton: 

H. li . Jr: 

Barton : 

r! . IA . Jr : 

'-inclau: 

il . :I . Jr: 

- 24 -

Now, the answer to that, of course, is that if 
that is the true approach, if the taxpayers are 
going to bear it over a sixty year peri od, it 
might well be they should be advised of all the 
results at the very b eginning . But I am inclined 
to agree wi th you that the result is just about 
right, that the subsidy has to take the form of 
a complete grant of the cost of the project. 

Well, as you go into this thing, do you think the 
Governnent saould do the building or l end the money 
to local authori ties and let them do it? 
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'lhe result of what little chance I ' ve had to discuss 
the taing with people Kno are supposed to be author­
ities on the housing question indicates - well, the 
concensus on that point seems to be that the local 
authorities have a be~~er ubility to gauge the needs 
of the community and the type of development required . 
That is the concensus of opinion . 

I think i t i s generally understood that we •ve got to, 
instead of the subsidy, cover the whol e item. 

Pardon me? 

We ' l l have to consider that the subsidy covers the 
wnole . 

The whole business? 

Yes . Hundred percent subsidy. 

r'lell, which would you r a ther do? Rather have us 
give them a hundred percent subsidy and write it 
off right at t he beginning? 

That woul d be cheaper. There ' s one thing I 1d like 
to point out . I don ' t think you can give them 
more than a hundred million dollars worth of housing 
in a year . 

Y/ell, /Ar. Ickes - it ' s token him how many years to 
build 130 million? 

Well , ne star ted this program about three years ago . 

And there is only one i'inished. 
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About three and a nalf years ago . 

I tnink tnat •s a top figure t oo . 

Why , Mr . Bart on? 

There are not many skilled l abor ers avai lable, 
not mucn macninery availabl e . 

Well no1', I don 1 t want t o - do you (Dunning) 
tn!nk that ' s r\ght? 

Yes . You might come up to a higner level the 
second year . The first year , I don ' t think you 
could possibly build more . 
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flell, let me just 4uest1on a minute . Let• s take 
structural s teel, for instance; can you get struc­
tural s teel? 

Yes , I don ' t think tnere is any trouble at the 
present t ime . 

There isn•t. I see . Well , how about mechanics? 

Well , tnere 's a scarcity . 

All over? 

Very generally . 

I Rouldn ' t say it i s general, but any consi derable 
increas~ in building - it will be quite acute for 
skilled l&bor. 

What? Nine million unemployed and there ' s going to 
be a snortage? 

There ' s nothing in the warehouses any more - shortage 
of materia l. 

Well , if -
it sticks . 
just costs 

I'm trying to ge t this . Once I get it, 
By taking it by gener a l t ax levy, it 

ha1f as much, doesn't it? 

Well, not as long as you have publi c debt outstanding -
not as long as you have public debt outstanding anyway, 
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because what you take from t axes to pay this Just 
reduces the amount by which you can reduce your 
outstanding public debt; so long as ·you have any 
public debt outstanding , you are paying that amount 
of interest. 

But you are figuring it over a sixty year period . 

It may be that by the end of sixty years you may 
not have any debt outstanding. But there are 
provisions in here by which the Treasury takes 
the obligations of the housing authorities and 
sells its own obligati ons, which i t could redeem, 
so that you could cut off your subsidy when the 
cons truction cost hLd been ecorti zed . 

7:en, Herbert, thllt t ning - i:. cuts both ways , I 
mean. Let ' s say we raise another hundred million 
dollars worth of tuxes for t his purpose; we can ' t 
say that t ha t means we wouldn 1 t retire another 
hundred million dollars worth of debt . 

If you raised it especially for this purpose? 

Yes . 

V/!11.1 , I doubt the ability t o l evy t axes and ra ise 
them f or this particular purpose. 

Nell , I've bad an i dea wnich I've never told . I 
wouldn ' t want to quote it or repeat it . But the 
Pr esident has t old us so often t hat he ' s got this 
i de« of five hundred million dollars a year for 
public works . I Just wonder ed what the debt 
duti es amount to and whether t hose could be ear­
markeo for public works . 

Not new debt duties ; not added debt duti es, but the 
existing a ebt duties . 

The existing debt duties . I mean does anyone know 
'llhat we estimate a year for t~:.xes from debt duties. 

I can't recall the fi gure because the estimate was 
cnanged . 

Got any i dea? 

87 

Regraded Uclassified



:.tnuau: 

Gt.ston: 

H • ..I . Jr : 

o .. nning : 

o:. rton: 

u..nning : 

il . ..! . Jr: 

Junnin& : 

Barton: 

i:! . !.! . Jr : 

Linuuu: 

ll . 1.! . Jr : 

L1ndbU: 

- ~7 -

I 1vas going to guess about 125 mi llion. 

Budget would show it, wouldn't it? 

8d 

What would you (Liunning) think - by your exper­
i ence , what would you thi nk t hat they could build 
in the way of lo~1 cost housing per year? I mean 
getting started . What would be the least? I mean 
in dollars . 

Well, we could possibly handle, I should t hink, a 
hun~red , hundred fifty million the first year . 

If Procurement nad to do it? 

I thinK if you got out 25 the first year you' d be 
doing very well , because it t1.kes a great deal of 
pl onning; and your site situati on is always going 
to be a difficult problem - very i ndefinite as to 
woen you can get started . 

o~e could certainl y turn out a much larger progr am 
in housing in dollar value than we can in t hese 
small i ndividual public buildi ngs, because there 
would be a great deal more application. 

Wha t do we turn out a year? 

\'/ell , so;:~e .. her e around 60 million a yee. r . 

I thought last year on the progr ams we got up a 
11 t tle higher . 

It runs, I ' d s ay , about 60 million . 

You (Linaau) sat in all last year on thi s thing . 
Have you got anything to thr ow in? 

Me? 

Yes . 

Well, I think that Mr . Opper ' s sta tement about the 
genera l concensus being toat the local authorities 
could better handle these pr o Jects is true . But 
I 'm inclined to agr ee t na t an original capital 
contribution is more desirable t han spreading this 
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thing over a number of years . For one thing, 
you know right off t he bat what you are paying, 
and under this plan and spreading it over 60 
years I think it is very problematical that you 
are going to be able to collect any of the rent 
anything like you expect in the last of those 
years . Sixt y years is e long time and buildings 
will be outmoded end obsolete, even though physi­
cally they may be in fair condition, so that the 
actual results over a sixty year period are 
likely to be far worse than we would anticipate 
in the beginning, especially if you consider that 
you start off with maintenance costs which are 
optimisticaJ.ly figured and which I think would 
not be the average over e full sixty years' period; 
and if you boosted those maintenance costs in order 
to provide a cusnion for your troubles in the last 
of the years , you' d get the rents up higher than 
you' d probably want them . The trouble in most of 
these calculations is 'He start out with a definite 
goal and we are willing to shave ow· figures in 
order t o get to t hat goal and it is not r ealistic . 
I think you have much better control if you put 
out all the money in the beginning . 

How do you mean, l end out? 
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I mean that you contract for expenditures for a 
subsidy spread over sixty years and you are likely 
to go to much greater extremes in the amount of 
money which you will put out, because the cost to 
you is so much smaller put on 11 sixty year amot·ti ­
J.&tion basis than 1t 1s if you put the money out all 
at one time . 

You mean the cost in these years? 

No , I mean it costs - you start out and you say, 
"We ' re goi ng to have to spend ten million dollars 
in subsidy and we •re going to increase that subsi dy 
each year by ten million dollar s . 11 IV ell, ten mi llion 
dollars doesn ' t sound large . But talk about spending 
a billion dollars and ei t her having to ra i se it 
through tax levies or borrowing it directly, and 1t 
is a different story, I think . This shifting from 
having an authority borrow the money, and tnen we 
pay back t ne service and all, is socething which is 
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likely to be misleading . 

I think the main criticism of this bill is that 
it is misleading . It emphatically i s a construc­
t i on subsidy. The ijoverncent is paying the 
interest and service on this - on its own loan -
&nd I think it would be better to put it frankly 
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on that basis . I don't think there i s any question 
that t o make the pants and ves t mee t you ' ve got to 
have a Federal subsidy of large di mensions, but this 
is i n essence a capi tal construction subsidy r a t her 
than a maintenance subsidy. 

or a hundred percent. 

Yes , and I think i t would be better to recognize -
if you a re going to do it that way , it would be better 
to do it f r ankly. We could have used this device 
and made it appear that t hrough the whole depression 
we have had no deficits wnatever by a process of 
inter-corporation loans and meeting the carrying 
charges . In other ~1ords, it seems to me i t will be 
quickly recognized that this is an effort to do 
something and to make it appear t ha t you are doing 
something else . Now, I'm all f or the objects which 
th1s bill set s out, but I don ' t like t he manner in 
which you ' re doing it. 

I thi~ I can answer mos t of those ~uestions . I 
don't tnink that this i s a capi tal subsi dy a t all, 
and I'd like to approach it first from t he point of 
view of the experience of this Government in the 
last four years wi th i ts lon rent housing . 

All of the subsi dies to l ow r ent housing by the 
Public Works Administration have been based upon 
the cost of building the pro ject . ThEt bas been 
the f irs t source of i ts difficulties, because i n a 
housing project, since the rentals must cover both 
the buildi06 cost and the maintenance cost, any 
subsidy wnich is based upon the building cost 
alone, whether it i s fixed too hi gh or f ixed too 
low, will not bear a relationship to the rentals 
that you a re trying to maintain. Tha t is why the 
figures have gone so far askew. 'Ihey started orr 
with the i deo of a 45 percent grant and a three 
percent interest loan upon the building cost, not 
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taxing account of the fact that rentals are not 
determined by building cost but deter mi ned by the 
annual cost of retiring your building loan plus 
the annua l cost of ma i ntnining the project. Their 
figures went so 1" ar wrong tho t they got r entals of 
eight or nine dollars o room . Then when an effor t 
was made to remedy that •••. 

May I interrupt you a minute? Did Mr . I ckes ever 
say he ' d rent it for less than that? 
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Keyserling : I aon't- I ' m not even t rying to intimate, Mr . 
Secretary ..... 

ii • .I. Jr: I ' m just as~ing . Uid they? 1hree years ago they 
were talking of six dollars rental . 

~eyserling: That I could not say . 

B.M. Jr : 

Then a decision ~as made to make a 45 percent grant 
and t o l end the rest of t he money at less tha~ three 
percent. In the Vlalsh-Beuley bill of last year, the 
author izati on - the George-Healey bi ll of last year, 
the authorization was given to l oan 45 percent and 
to fix the i nterest rates on the balance at whatever 
rate was deemed desirable . Onder that , I understand, 
the Department of Public Works asked for permission 
to r educe their interest rote to one percent . I be­
lieve they got authorization to reduce it to zero, 
but I understand tnat the Department decided tha t 
they would pull it down to about one percent . The 
figures show that with a 45 percent grant end a loan 
for the balance a t one percent or at zero, you get 
rentals of about seven dollars a room, which is 
still far above the low income groups . 

So that all the figures, wnether they are the Treasury 
figures , Mr . Secretary, or the Oepartment of t he 
Interior f i gures , or the studies of other people, 
show that in effect you have to have what amounts to 
a hunared percent capitol cost subsidy to get down 
to low rentals . 

Yes, 'Nell we ••.• 

Keyserllng : Yes , everyone is in agreement . 
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Yes, but I 1ve never heard anybody say so publicly . 
I mean I ' ve never heard anybody admit t hat publicly. 

Now to go on with the theory of this bill and the 
reason for the annual contributions. It i s based 
on the idea that figuring your contributi ons to 
low rent housing on t he capital cost is fundamentally 
wrong , because whLt one is trying t o do is reduce the 
rentals and not reduce the cost to the authori ty of 
building the project; and that the sound way of deter­
mining your subsidy - whether you want it to be a 
high subsidy or lo~ subsidy, that is a different 
matter - is to figure out what the annual cost of 
the project would be and what would have to be 
covered by rentals if there were no subsidy, and 
then determine how much is necessary to get your 
rentals down t o your lo~ income group . 

If you do that, you may find that you have to give 
such a big subsidy that you don ' t want to have to go 
into it at all , or you may find tnat you can manage it. 
But at leas t you will actually know wha t you are doi ng . 

But wnen it all comes around , i t comes back to thi s : 
that in order to re~ch these levels that this income 
group can pay, you've got to build a house and give 
the whole house to some authority to run. That ' s 
what it amounts t o . 

~eyserling : It comes about t o that . That ' s what it amounts to. 

H.JI . Jr : What? 

.<eyserling : That's what it amounts t o . 

B. loi . Jr: 

MeR : 

i! . LI .Jr: 

But I mean I•ve never heard anybody say so publicly. 
And thst is on a basi s if you pay no taxes of any 
kind . 

Another factor that you are overl ooking here i s tha t 
os far as this bill is concerned there i s authority 
there to spread by private capital coming in the 
cost to something still higher , as shown by those 
tabl es , so that ••• 

I don ' t fol low you , Moe . 
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Well , if private capital comes in ••• 

Yes 

• .•• your annual subsidy goes up . 

Why? 

Because your subsidy i s based on the cost of t he 
pro ject and not on the amount the Covernoent loans. 
So you will find in those same tables ••.. 

It might go up to a billion and a half? 

·rt would go up to 8 billion and 8 bali and your 
subsioy l'oula go up . 

But they propose to put an over-all limit on what 
you can grant in any one year - what you can con-
trE<ct to grant . 

t(eyserling: Ten million a year. 

Guston: 

I:I . Jl .Jr: 

Gus ton: 

l! • .ioi .Jr: 

Opper: 

H •• I.Jr : 

Lindau: 

H. 'i.Jr: 

Caston: 

Ten million a year, yes. 

Well listen, two billion dollar-s is enough, without 
going into private capital, because the only reason 
I think this pr-ivate capital would go in on this 
basis is tney 'd be getting a totally tax exempt 
security, and I ' d be opposed to that. 

And it would cost you more money . 

Oh sure . I mean the fello* would be able - all the 
rich money people would put their money into this 
tlling in order to get a totally tax exempt security . 

The bill is set up that way . 

I mean you ' d ge t Rockefeller and all those fellows 
putting their money in in order to get a totally 
tax exempt security. 

Another thing - that is another subsidy . 

or course it is . 

It would practically be a Government-guaranteed 
security in effect. 
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Rere are the figures for the private capital . 
Take half of it from private sources and it 
raises the room rent. 

Mr . Secretary , the only point I was trying to make 
was that this 3i percent subsidy per year , asswning 
that it does amount to a complete capital subsidy 
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of the cost of the project, is not more than is 
admittedly necessary to get down to t ile low rent 
gr oups, so that the size of the subsidy as set forth 
in this bill is not too high . 

The next question is wnether the annual contributions 
are e better or a worse way of paying it then a 
capital grant . I was just trying to make the pre­
liminary point that this group i s 1n agreement that 
the subsidy i s n.ot too high; that is, if you say 
that your 3! percent annual contributi ons amounts 
to an annual contribution sufficient to r etire 
the whole loan with interest, and if you say that 
that is what you need to get down to a f ive or six 
dollar r ental , t hen that is the justificat i on for 
the size of the subsidy • 

• ~ell, let ' s just forget money for a minute . Let ' s 
take t.ne social aspects of thiS thing . Now, what 
is talked about that? Where do people live today 
who have inco~es of $1200? 

~eyserllng : A lot of them live in sub-standard houses . 

Cost on: 

Opjler : 

Gaston: 

That means old, rickety , rotten buildings, without 
plwnb!ng, and insanitary , congested, etc . 

The kind of buildings they are trying to shut up 
in Ne;v York and finding so much trouble wi th, because 
they can' t find any place to move the people . 

The point was made that they have full occupancy -
that is , t hey only have a t wo percent vacancy -
in Clevel and now, but if the l aws were enforce~ the 
building l aws, the sanitary code was enforced in 
Cleveland , they would have a tremendous building 
shortage; in other words, that their low income 
group are almost wholly housed in buildings that 
violate the fire laws or violate sanitary laws or 
violate safety laws or something else . And I think 
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that is pr et ty cnaracteristic . 

True i n New York. 

Yes . 

It is unfortunate that here we are launched on a 
1)0 odd - how much is it that llr . Ickes has? 

l)J odd . ne has 136 . 86 . He loaned 10 . 4 millions, 
but be ' s contracted to loan 10 .960 million. 

Wel l , let ' s just talk about the Federal - 5) 
Federbl projects . And L say it is unfort unate 
that ve haven ' t- only one is finished and you 
ha ven t got any experience . I mean whatever 
mistakes that the Federal Government has made, 
we haven ' t had time to lear n what those mi stakes 
a re . I mean because onl y one is finished . 

You know a lot of mistakes already . 

What? 

You know a lot of the mistaxes now. 

Yes, but taey won' t show up until they are finished 
and rented . Uoes anybody , for instance, know whether 
Techwood is rented? 

It is r ented, I think, 94 percent . 

92 percent. 

What do they really get for the rentals? 

~eyserling : $6 . 75 . 

K.:J. Jr : 

Dunning: 

Uidn't t ney have a project down there for col or ed 
people too? 

Uni versity pr o j ect . 

Keyserling : They are f igt·.ring a r ental of $6 . 1) on that . 

Bart on : That ' s not l o·.r cost housing ; for that t ype of pro­
ject it isn•t. 
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No , that ' s hi gh for tha t type of project. 

I t •s very high, becuuse that means an annual income 
of $1JJO or $1400 a year, which won ' t get into your 
lower half of your population, much l ess the l ower 
third or four th. 

Wr . Keyser l ing makes a point about the value of 
this a nnual grant thing that I think is quite vali d 
as against the plan of s i mply giving the money for 
the buildings - tha t it can be di fferently distri­
buted; that is, t hat it con be more here and less 
there, according as tne need i s to equalize r ents . 
While the effect on the Federal budget Nould be just 
\ he same as if you were giving the money outright, 
yet on the particular pr o ject the effect would be 
different, b ecause on one pro j ect where their costs 
are 1010 you ~touldn 1 t give so much, and on another 
one where t heir costs are high you' d give mor e . So 
you could spread the money to better advantage 
through t hi s umllEil gr ant system . 

Through, Herbert? Go ahead , Opper . 

I was going to a sic why you c an • t ao the same thing 
wi th your capital grants , because 1t 1s a contract, 
Herbert . 

That ' s ~uite true, e xcept that your maximum limit 
on your capit al g r ant l s the construction cost of the 
vroJect . 

It all washes out, though, in sixty years . 

In some cases this grant would amount to mor e than 
the constr uction cost of the project; in other 
cases you ' d be giving l ess . 

Of course, I think tho t hing you' ve got to recognize 
if you go i nto this is tha t people have to live i n 
it and they can • t expect to 11 ve •.•11th in ten minutes 
of work . They 've got to be willing t o ride on t ho 
subway or street car for 45 minutes or an hour . I 
mean i f you' ve got to go in - you•ve got to go in 
non-congested a rea s to get your best doll ar per 
s4uare foot . 
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«hat you ' re really bucking here is the proposition 
or high land values in cities - tbe so-called 
unearned increment; that ' s the thing you're up 
against . 

This thing may revolve - you may have to recognize 
that i f these people are going to live and wor k -
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I mean you may have to move them to places where 
factory conditions and housing conditions can be 
created so that people can live decently. I mean 
maybe they'll have to go to the South for climatic 
conditi ons &nd everything else there which is more 
favorable. I aean after all, that ' s what ' s happened 
with all the textiles, hasn't it? I mean they ' re 
moving south where people can get better working 
conditions and better living conditions and save 
some or their income. It is pretty hard to produce 
this sort of thing in New York City. 

I suppose this bill is open enough so that you 
could build housing in industrial suburbs. 

!eyserl!ng: Oh certai nly , in large industrial suburbs -build 
anywhere . 

Gaston: Yes . 

H. i.I .Jr: 

llcR : 

Opper : 

YcR : 

Keyser ling: 

H. M.Jr: 

Mac, how much are we spending on public roads? Do 
you .mow? \\'as it 4vJ million a year? 

I couldn't tell you. I should say it -was at least 
that much. 

4JO million dollars by the Federal Government? 

I think so . 

This bi ll, Mr . Secr~tary, only calls tor an expen­
diture of J5 million dollars n year at most on the 
basis of the present program set for th. 

You can' t sell it to me on that basis, llr . 
.(eyser ling . No, you ' ve got to r ecognize that 
this is a two billion dollar expenditure over 
sixty years, and that's what it amounts to . 
When you do it that way, how can you divide sixty 
int o two billion and •• • • 
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There is an assumption tha t you cut your program 
off a t the end of four years . 

I ' d be absolutely opposed to selling a guaranteed 
Feder al bond on this thing. I mean I think i t 
would just shoot our credit to •• •• 
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There would be no point in it. There's a provision 
in the bill wnereby you could take the obligations 
of the authority and just sell a straight Federal 
bond . 

Just increase our Federal debt. But to sell a guar­
anteed bond on this thing - it would just shoot t he 
Governcent credit to hell . · 

There wouldn't be any sense to that . But the bill 
provides that you can take the authority's obli ga­
tions and then sell a straight Federal bond for the 
money . 

You take a guaranteed 
loan sixty percent on 
you •ve got your land . 
much did they loan up 

H.O. L.C., 75 percent . 

dJ percent . 

bond or the land banks ; they 
the value of the land, and 
Fahey ' s crowd, was it- how 

to? 

He's talking about r . H. A. I don ' t know what the 
limitation was . 

I think it was 75 . They haven't been lending now 
for about six months. 

A billion dollars would take care of about two 
hun~red thousand families . 

~eyserling : About 250, 000 at four thousand dolla rs per family. 

Barton : 

rl . :I . Jr: 

Opper : 

Four thousand per family is probably a little low • 
But that ' s not taking care of the entire problem 
by any means . That ' s a very small part of it. 

Has anybody e stimated how many families there are? 

Hove you (Keyserling) got any figures on that? 
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~cyserling: You mean determined by your income gr oups? There 
are about seven mi~lion families with incomes of 
less t han a thousand a year . 

Opper : But t ha t 1 s no t - that ' s not necessarily urban 
families . 

l{eyserl1ng : No, that includes urban and rural . Probably 
three-four t hs of t hem are urban . 

Gas ton: Three- fourths are urban, you think? 

.!e;•scrl1ng : I should think so. 

H.!l. Jr: 

O;>per : 

Guston: 

o.ner: 

G;.s t on : 

H. !.t.Jr : 

This cooes back to the President ' s original idea, 
~nich !ugwell muffed so, and that is this thing of 
satellite cities - going out fifteen, twenty miles , 
buying farm land , then building these t hings out 
there . 

That was the original conception of the housing 
devel opment in 1929 . 

Of course, you could build satelli te citi es under 
this bill . It would depend on the judgment of the 
housing authority . 

\'/ell , you couldn 1 t do anything ~sbout your industry , 
Herbert . Par t of that Job is to b ring your incius­
tries into the right places . 

On , your hous1ng nuthor1ty has got plenty of power 
under t he bill to aeal with industry . 

Of course, the point that I make i s this: I mean 
where I t hink that we have a perfectly sound 
bas1s - I don ' t know llhether it ' s 200 million or 
40J million a year for roads ; well , we've gone 
drunk over building these roads . Now we ' ve done 
this t hing for three or four years . We ' ve spent 
all this money on dams , spent all t his money on 
reclamation. Let ' s ease up on these things . And 
river s a nd !Ulrbors , a nd deepening the Mississi ppi 
and all that stuff . It i s Just b ecaus e t hose 
people have more votes on t he Hill . And I don ' t 
see wny some of that stuff can ' t be stopped and 
put into tnis t hing . 
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Af t er all, when you figure build ing a Bonnerville 
Dam or when you figure building a reclamati on 
thing, or if you deepen tho Hudson to Albany, you 
don' t expect to get thot back . You don ' t charge 
anybody when you put up all these levies on the 
Mississippi tha t the Army engineers build. You 
don ' t even f i gure you ' re going to get t hat back . 

Going to cost us more money when they get those 
clai ms 1n for that Atchafalaya Bas in. 

But you take your f our bill ion eight . ~he best 
estima tes I can m&ke on thPt is that we ' ll get 
five percent of that . Do you ~now that? Do you 
Know that it is as low as that? If we get f ive 
percent back, it ' s lucky, &ltnough the President 
intima ted at one time we ' d get h~lf of tha t back . 
If we do t hat, I don ' t see why - but stop some 
of the other stuff . 

You think t here are certain soci al values in what 
you can do . 

I ' m sold on it tha t way . Wha t ' s our expenditures 
t nis year - seven or ei ght billion, was it? 

Ar ound ei ght bi llion . 

,lell, out of tlwt certainly we cans tart something 
th&t costs a hundred million dollars and put that 
directly into this thing . I mean out of all these 
expenditures - and these Ar~ engineers; my heavens, 
all the money tha t t hey 've had now, &nd ell th&t 
stuff . Certainly out of eight billion dollars we 
ought to be able to find a hundr ed million dollars 
for real low cost housing . 

Haven't you (McReynolds) got a ny of Bartelt ' s 
books tha t shows the statutory allotments for 
relief appropriations for r oads ? 

Those monthly books tha t he quarterly gives you 
a bound copy or. 

If we could say to the President on tnis, "Look, 
you s ay you've got t o pool f ive hundred million 
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dollars worth of this for public works . Let ' s 
jus t put that pool over - l et ' s slow up on this 
other . If you .vant to do low cost housing , take 
it out of here.• 
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The thing on the road 4uestion is that I think it 
is supposed to be the type of enterprise that uses 
the most labor per dolltr spent, and I don ' t think 
that is true of housing . It doesn ' t come in nearly 
LS high for labor cost . 

Although a larger number of skilled labor and 
medium-skilled . Roads will go into the comoon 
l~:bor . 

But the only wLy - the more I think of i t , the only 
way you can think of this thing is of the socitl 
needs, and th.e fact thnt t hi s group of Americans 
have been overlooked the last four years . Now I 
think it i s time we do something . I mean that ' s 
why we are - I ' m interested . I mean the only wuy 
you c an sell this is not on L financial basis . You 
can' t sell it t o me on that . You 1 ve got to sell it 
to me on t he basis of social needs . If it takes a 
hundred percent, all right . But as to the social 
needs and the fact we 've spent all this money - my 
god, we •ve given Tugwell 70 million dollars, and t he 
best estimate of Procurement - we figured 50 million 
of it was n goodbye . n I mean out of 70 oil lion dollars 
to 1ugwell , 5J million of it is just gone . 

~eyserling : Well, I just didn't think i t was necessary to present 
the social side of it here . 

d . ~ . Jr: I mean 'Iugwell ' s average cost, $11,000 per family 
in the country . I mean the more I think of it, I 
think the only way you c an sell this thing is by 
social needs. And a hundred percent grant - bui ld 
the tning, lease it to the community a dollar a 
year , and let ' s f ace the thing and do it . On a 
strai ght social basis - that ' s the way I' d present 
it. I mean that would be my ~pproach. Now, you 
can't fight with me over that, can you? 

~eyserling: I certainly think that it ' s got to b e looked at 
from the social int . 
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I mean if I 1m willing as the Secretary of the 
Treasury to take that viewpoint, you certainly 
can' t say there is any difference between Senator 
Wagner and myself - .1f I am willing to say I recog­
nize that need and think it is more important than 
a lot of other t hings we are doing . I don 1 t see 
how else you can sell this, do you? 

I think that eliminates one of the hazards of this 
scheme, and that is the sixty year amortization. 

But this bHl from tne firwncing standpoint - I 
coulcn' t take it that way . I can fight for it on 
the social basis . 

Mac, first t hing in the morning get hold of Danny 
&ell, v11ll you, and get this thing and let ' s see 
Nha t the various public worl!.s things are that are 
lined up . Dan ' s got t hat all at his finger t i ps . 
Will you? 

All right, I will . Of course we've got stuff in 
my office that shows it, but I can ' t remember it. 

But let ' s take a look at it first thing in the 
morning and let •s Just see . I don• t t hink we can 
do any more tonight, and I l!.now I 'm - now I ' ve got 
tnis . I'm very much obliged to you . I hope we 
naven't plsyea you (Keyserling) out . 

I•ve been giving him a pretty tough ride. He ' s 
been going hard since 2: JO . 
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76TH CONGRESS 
16'1'81t88tON s. 1685 

IN THE SEN A'fE OF THE UNITED STATES 

• FgHKOARY 24, 1037 

Mr. WAom:n introduced the following bill ; which wns rend twice and referred 
to the Commitwo on Education and Labor 

A BILL 
'l'o provide finnncinl nssistance to thG Stutes and political sub­

divisions thereof for tlio elimination of unsafe and insanitarY 

housing conditions, for the provision of decent, safe, and 

sanitary dw~>llings for families of low income, and for the 

reduction of unemployment and the stimulation of business 

activity, to crcnte a United States Housing Authority, and 

for pther purposes. 

1 Be it enacted by the Senate and Hou.s6 of Representa-

2 tives of tl1c United States of America in Congress tlS8e!llbled, 

3 FINDINGS ANl> I'Or.IOY 

4 SEC'J'ION 1. There exist in urban and rural communi-

5 ties throughout the United States slums, blighted areas, or 

6 unsafe, insanitary, or overcrowded dwellings, or a combina-

1 tion of these cotl(Litions, accompanied nnd aggravated by an 

103 
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1 acute morage ol de(eDI, safe, and sanilA!y dwellinga within 

2 the &naocial rtach ol families of low income. 

3 Tbese conditions ate inimical to the general welfare of 

4 the Nation by (a) encouraging the spread of di- and 

5 lowering the level of health, morale, and vitality of largo 

6 110rtioos of tho American people; (b) iucreasing the hazards 

7 of 6r<'ll, nO(lidenll, and natuml calamities; (o) subjecting tho 

8 moral ttnndards of the y01mg to bad influences; (d) incrcas-

9 ing the violation of tbe criminal laws of the United States 

10 and oltbe sevenll Sutes; (e) impairing industrial and agri-

11 cu1111 .. 1 prodoctive tllidenc:y; (f) lowering the standards of 

~ living ollt~ ponions o! the American people; (g) oeetS-

13 zitating a ''lSI and txtnlordinary expenditure of public funds, 

II Ffdoral, Stntf, nnd IO<,l, for crime prevention, punishment 

15 and correc:tion, fire prcvcnt.ion, publio-healtb service, nnd 

16 relic!. 

17 The foilure to remedy Ote acute dwelling shortage hu 

18 abo productd filagnation of business activity in the con· 
19 llruction, durable goods, and allied industries, thus impeding 
20 basintts ldivity througbou~ the Xation and raulling in 

21 wid<tpread ~""•td -• . . b • • -·-.. • a.., re<mnug unemploymen~ W1l 111 

22 ;,;.me... dlecu upon the <••enll weUare of the Nation. 

Privote indltlitey alone bas been and now is unable to 
2{ o•ertOtne ~•e obttacl . th 

cs tn e way of relieving tho abort~ge 

23 

2:i of d~ot aafe d · 
• • an &anrtary dwellings for families of low 

• 

s 
1 ioclome, or W pteTeot the widerpread, prolcmced, &DC! ~ 

z ring unemployment reoulting from the ~ of IQdJ 

8 obstacles, and tbe IClvual ScAtes and their pc6tical IUbdivi-

4 sions bave betn nnd now ate unable adeqnawy to aid in 

5 remedying this condition without financial a.sistance. The 

6 legislatures of many of th~ States have expresmy ~eolarcd tbo 

7 need for nssistun~c along tho lines sol forth in this Act in 

8 order to remedy tho aforesaid oonditioos. 

9 It is hereby dcc·lared to b6 the pcliey of we United 

10 Stales to promote the ~teneral weUare of We Nation by em-

11 ploying ill fw1ds and eredit, as provided in Ibis Act, to ..wt 

U the ""vera! States and their political subdivisions to alleviate 

13 presen~ and returring unemploymeu~ and to remedy the 

U tl.llMle and i~L.'IInitll.ry hon•ing conditions and the acute sbon.. 

15 ugc of decem, t~~fo, und l!llJiilllry dwellings for familiea of low . 
16 income thut o rc injurious to the health, safely, and morals 

17 of tbe citizc.os of tbo Notion. 

18 DIIFIN l'l'IONS 

18 8&0. 2. When used in this ACI-

20 ( 1 J The trmt '1ow rent boJL<ing'' met~JU~ decent, aale. 

21 and aanitary dweUinga within the finencial te~dt of families 

22 of low income, and de.-eloped and adminiskrtd to pi'OIDOie 

23 sem-bility, eflideney, economy, and slllbilily; and em· 

:H braoee all ne-'Y or deainble appurtenances thereto, iD-

211 eluding administnltl•e, educational, ~tiona!, commercial, 

• 
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1 and other lamk, baildings, and fAcilities. The dwelllnp in 

2 lo-··rtnt bOIL<ing as defined in this Act shall be ava.tlable 

3 JOlcly for families whose ncl incc111e ot the limo of Admit. 

4 •ion dooo not e~.•cccd five tiJ.1C8 tho rental (including the 

5 •·aloe or oostlo uJem of heat, hght, water, and cooking fuel) 

6 o1 the dwellings to be fumiilied ftl{'h families, except that in 

7 tilt C'a.t o1 lamilies with thl\•e or more minor dependent!, 

8 lUtb ratio !hall not exceed 1ix to one. 

(2) The tcnn "families of low incomo" means familie~ 

10 wlw c•nnuot afford to fillY onongh lo canso privuto ontcl\o 

l1 r•rise in their locality or rnetrollQiitan area to build an ad"' 

12 q .. tc supply ol de.ent, safe, and sanitary dwellings lor 

13 their at. 

14 (3) Tbe ltrm "slnm" means any area where dwellings 

I~ predominate wbicb, by reason ol dilApidation, overcrowding, 

10 lftulty orrongcm•nt or design, IJtck of ventilation, light or 
17 ""nitntion ~•cilities, or ony oombi.nation of lbes.l factors, arc 

t8 detrim~malto so.lety, health, or mora!J. 
19 

I•) The ttrm "dum cleerance" means the demolitioa 
20 

aod rtmorat Ill buildings from any alum area, and may 
21 

<mbnc. lhe •dapiAtion ol 1uch area 1o public purposes, 
22 including ""•ks or othe · 1 · oili" •- r reercnuona or commtlDlty fa tiel. 

V 
23 

(G) 'l'he tenn "development" means WJY or all undcr-

2t ._kiogt """''''"M• 1 Ia . 
·---, or P lllllng, fiuanciog (including payment 

23 ol carry· •'---
mg -g<>) • '-nd &oqulsitioo, demolition, con-

5 

1 stroction, and equipment, in connection with a low-rent-

2 housing or shnn-<1lcamnco projoot, but not beyond the point 

a or physioal completion. Constn1ctioo &Otivity in Connection 

4 with a low-rent-housing projoot rn•y be ccnfined to the r&-

5 oonstmction, R'modPting, or repair or ~ buildings. 

6 Tlto development of a low-rent-housing project may include 

7 alllDI cltarance. The de,·elopment or a alum-clHtlllce ~roj-

8 ect may be confined to demolition and "'moval. 

(6) Tho term "administrnlion" moans any or all under-

10 takings ncoeasary lor mnuftgcrnont, oporalioo, ma.intonance, 

IJ and financing, in connection with a low-rent-housing or 

1~ sJum-cleanwce project, snbsequent to physical cvmpletion. 

13 (7) The wm "demonstntion project" means any 

14 project owned or administered by the Authority, whether 

15 or not developed pur>'Uant to soction 11. 

JG (8) 'l'bc tcnn "nequisit ion Cotit" moons tho acquisition 

17 cost to tho Authority or to • hou•ing A~nry, a.• the C8l!O 

18 may be. 

19 (9) Tlte tem• "going Federal nte ol intere!t'' means, 

• ua1 1 1 · t·-• 1 • ....:r...o in the thtn 20 at any ltme, the ann "' • 0 10 '"~ .......,.u 
21 tl . ed boo'· ol the Fedeml Government having rnott ..-n y ISSU "' 

22 a term of ton years or more. 

23 ( IO) 'l'be term "public housing a~ncy" me6111 any 

24 State, county, ~unicipality, or otller governmental entity 

215 or poblic body (exclading the AutltOrity}. which is aathor-
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1 iJed to f~ in the development or admiDiltralloo of lo1r 

2 ltllt bcusiDg or alum cleareoe. 

3 (I I) Tile ttrm "oollSUlners' bowing eociety" nl-

4 any asootiAti~n. ~penlth·e, or oorporete bocly organized 

5 solely to 11ruinote ond odminister low-rent bou~iog, whose 

0 lllt lllbCrtl RI"O (>er$0118 or low income in need or 8\IOb hOIISi.og, 

~ whoio officer~~ And directors 11.re the £reely chosen ropresenf4. 

s tiva~ or such nwmiKln, whi<ili is O[lerated without polll!ibil-

9 ity or direct or indirect finiiDCial profil, and which 111bmits 

10 its ~ to the in,(ltdion or tbe Authority to the e.ttcnt 

U nectml)" to tarry oat the provisions ol lbi! Aet. 

( 12) '11M! tern> "1iruited-pro6t housing agency'' means 

13 lilY assoriation, cooperative, limited~vidond oorporation, 

14 or 04her OOI"JlOI'IIte body organized to develop or aclminister 

IG low-rcoJ,.housing projeots, wbose dividend rates, il any, capi· 

IO llll otruc1tlrc, intcn,.l I'"YIIl(lJJIS, and rontnl charges a.ro 
17 regulated or limited by law or subject to tbo supervision 
18 and control or the .\nthority and which submila ita records 
19 to tbo ins ..... • r 1 • " '100 0 tte Authority to t.he extent ..-ry 
20 to Clan)• oat the pro•iiioas ol this Act. 

(13) ~ 1trn1 "L--· """-""g agency'' 10ean1 any public 
22 ~ ac-y, OOillllmtn' housing society, or limited-profit 
23 lloasil>( lgtncy. 

( l4) 'I'be term .. o. . .. . 
. ""'te mcludes the Statoa ol the 

20 Untou, th• Oiitrict f 

26 
° C<.lumbia and tbe 'ferritori• de-

J>tndeneies and • ' 
~10118 of u,c United Sta~8• 

.; 

1 

2 

s 

• 
5 

6 

7 

8 

9 

10 

11 

u 

13 

14 

15 

16 

17 

18 

19 

20 

Z1 

22 

7 

(15) The term "Authority'' meus the UDiled 8tatH 

Housing Authority mAted by seetioa 3 of !.his Ac&. 

S£c. 8. (a) There it hereby created a body corporate 

ol perpot.ual duration 1o be known as the United Statea 

Houaing Authority, which shall be an agcnoy and i.Mtru· 

menlality ol the United Sta14"1· 

(b) The mtlllagement of the Authority shall be vested 

in a board ol direttonl (bereinalter referred to u the board) 

compoeed ol tltree memben1 appoinled by the Pnoid&t, by 

and with the advite and consent of the Senate, aad remon.blt 

by the PIOOdent upon notice and hearing for oepc. of duty 

or malfouat•ce in offico, but lor no other came. One ol tiM 

three original memben1 shall serve lor a term ol ooe y~ 

one lor a tonn ol throe yean1, and one lor & term ol S.e yoan, 

but their &ll0001801'!1 thAII be appointed lor terms ol five yean 

oach, except that any individual chosen to tlU a vaoonoy 

man he appointed only lor the one:tpired term of tbe 

member whom he lhall •nooeed. The Pnoidmt tlhall de•is· 

oate 006 IMJilber to 10rve as chairman and eucRtive omc. 

ol the '-"1. in charge of the routine ~ ol 1 .. 

Authority. 

23 

M 

1111 

(o) A vacancy in the board shall not .im)lllir tbe rigbt 

of the remaioing memben1 to exerciae all the powen1 ol tbe 

board, utd t..-o memhen ol the boud aholl at all tiD* 

1111 oollllitute a quorum. 
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I soc. 4. (a) Eatb member or tho board shaU receive a 

2 !llaty or $10,000 a year, man be eligible for reappointment. 

3 and W.ll not C'IIpge in any other business, voeation, or ern-

4 ploymtnl. No oJT~etr or employee or tho Authority Jhall 

~ pttrtieiJl!lC in any m~oner in tb~ delibomtion upon or the 

6 delenninatjon of t•oy t}Uestioo affecting his porsonal inlcrcsts 

7 or tltc inlertSts or auy oorporntion, parb•crship, or 8Sll~iatio11 

8 in which he is directly or indirectly interes!Ald. 

9 (b) The Authority is authorized, without reganl for 

10 the c:i...._,.iee la"'1 or the Classification Act or I 923, u 

U lllltlldtd, to employ sacb oflicers, attorneys. and upem 

12 lDd bin IUCb Wiled and unskilled labor as may be n-ry 

13 for the proper performance or its doties nnder this Act, and 

14 !Objtet IO IIICh fawa IO appoint and fix the COmJ>ellS81iOO of 

I~ such other employees as may be necessary for such purpose•: 

16 l'rovidrd, 1'hnt insofor a! such other employees aro dmwn 

17 from • n)' deJ)(U1 1 IIICII or ageucy or tho Oovomrnonl whore 

18 tl•oy have been tn-....o · • . . """w m wor~ oonneCIAld w•th bousmg or 
19 

allllll dcarance, they dWl be included within the civil aervice 

20 Upou eenifita · b 
lloo Y the Authority (within ninth• days of 

21 lbtir • 
mplo>-t) to the <lvil !?ervroe Commiaion aod UJJOn 

22 JllaiQg a IIODtompelitive ~·-'··n"on 
tl 

~.. .,;veo by IIU(h 
Collllnillioa. o· 

( e l 'l'be A utltorit • 
211 Y may accept and utilize suob volun· 

lary ond UIIOOftlpelJtla~ . 
"'"·•ces and will• tho consent of the 

v' 

9 

1 agenoy oo~ed may utilize such ollitm, employees, equip-

2 ment, sod inlonnation of any agency· of the Feden~l. Stat~. 

3 or 10011 govemmcniS as it find.• heiJ>fnl in the perfomwJte 

4 of its dutiCII. J n connection with the utiliZAtion of such 

5 services, the A utbority may make reasollllblc payment• for 

(j 

7 

8 

9 

10 

u 

l2 

13 

u 

1~ 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

ncCl'-ry tmvcling and olhor expenses. 

(d) 'l'ho l'rcl!ident mny 111 any time in his discretion 

transfer to tho Authority any right, interest, or title bold 

by any deportment or agency of tho Fedenl Oo•emmenl 

in any housing or sltmt clearance projects, including all 

..-ta, oontracu, rtOOrds, libraries, researth materiaJs and 

other prope,rty held in ronnection 'll"ith such projecu, and 

MY unexpended bola•.ce or fnnds alloceted to suelt deport­

ment or agency for such projects; aud the t\utllority mny 

continue any or nll acth•ities tmdcrtaken in oonnection with 

such projects, eubjcct to the l'ro'·i•ious or this Act. 

Sl«'. !i. (a) 'l 'he prinoipnl office or tho Authority ehall 

bo in the District of Columbia, but it may establish brand! 

offiocs or egtncies in any Stale, and it may meet and enrciloe 

any of ita powers at any place within lbe United SUtea. 

Tbo Authority may, by one or more of its officul or tiD­

ploy ... or by such ~nta or agencies as it may designate, 

conduct bearings or negotiations ar. any placft. 

(b) 'l'be Authority shall suo 8lld be sued in ill OWII 

. be b ugh in the Fedenl eourlt 
name, and aU SIUIS sball ro t 
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1 mere ~·here tbe A.uthoricy consents specificaUy to a dilfer-

2 ent loruro. Attorneys apJJOinted by tbe Authority may, at 

3 the direc:tiou of the Authority, nppenr lor and represent tho 

4 Authority in lillY ca'l<l in court. 

~ (c) The Authority filutU have an official ~. which 

6 ohall be judicially noticed. 

7 (d) The A.utbority shall bt granted tbe free use of the 

8 mails in the 88me manner M the executive departments ol 

9 tlle Government 

10 (o) The Authoo·ity, including but not limited to its 

U franchise, oapital, reserves, surphu, loans, income, ~BSets, 

12 and property of an~· kind, doall be e>:t!lllpt from all toution 

18 110w or helftlter imposed by tbe United States or by any 

14 Slate, toanty, mnnicipelity, or local tuing eutbority. Ohti· 

1~ porions imoed by public bou<ing ngoncies in oonneetion with 

!6 low-rent-housing ami &htm-<·lco mnco projects, ~~nd tbe in· 

17 oome derived by sueh agencies from i UCb projeeta, sbaU bo 

18 u ·--t nopt ...... all luA!ion now or berea{~ imposed by the 

lj Onited Swa. 

Szo. 8. (a) The Aatbority may mate oudl •:apenci-

U ~.Itt for the • · · 
~lion and maintenance of adequate 

22 adnoiniurati<c ... · 
•• netes, ofli~. vcl1ieloa, furnisbiugs, equip-

23 IIICnt, !Uppli d 
• 

08
' an boob, lor attondanoc al meetiap, lor 

~ 'IIStnlcti on, lor lrtYeliug •~, .. 
-""" ...., and lor IIICb otber 

11 

1 falliliU.. ud Mrvieea u it may from time to time lind --

2 Ill')' lor tbe proper administration ol lhiB Act. The Au-

3 tbority aball determine ftlld pr~ribe the manner in which 

" ita obliptions and upenses shall be incurred, allowed, and 

~ J.id, and thB ILallller in which aooounta sbaU be audited. 

6 Vouohera approvw by lhe Autl10rity lor upeoditures of 

7 ita lunda dall be linal ana conclusive upon all ofticen of 

8 the Oovcnuneot; exeepl tbal all 6nnnciAitransactiona of tbe 

9 Authority abaU be examined by tho Otnoral Aooounting 

10 Offioo at aucll times and in such mtumer nJl tbe Comptroller 

11 General of c.bc United Slatea may by regulation pmcribe. 

12 Bucb n•miNtion .hall be for tbe sole JlUI1I<I'IC or making a 

18 report to the Congress and to the Authority or expendihlrel 

a in violation ol Jaw, together with aooh rt!OOOillrelldatiODJ 

1~ tbereon aa the Comptroller General deems advilable. 

16 (b) Tho provisions of sootion $701) ol tbe Revised 

17 Butotu (U. B. 0., title 41, see. 6) aball apply to all oon· 

18 - o1 tbe Authority for toervioea and to all or ita purcb.-

19 o( 111ppliea except when the aggregate amount inoolved is 

20 I• Ibn esoo. 
21 (o) The .-e ollunds made • .,.ilable lor the parpoea ol 

22 lhia Act lhall be IUbject to tbe provilions of aeetiOD 2 ol 

23 title 8 ol the 'l'reuUJy aod POll Offioe Appropriation Ad 

2t lor tbe ~ year 1934 (47 Stat. 1489)' and to mate 
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l tach provisions ellecti~e e•·ery contmct or agreement of eny 

2 kind pursuttnt to this Act shall contain 1\ provision identies] 

a to the one pmcribed in sect ion S of ticlo 3 of such Act. 

Soo. 7. (a) The Authority mny engage in I'Cllcaroh 
' 

~ &tudi~, sun·e)'S, experimentation, and ex.perimental construe. 

6 tioo, and may pubfuh and disseminate information pertinenl 

7 10 the various aspects of housing. 

8 (b) In January of caeh year the Aothority shall make 

D nn annual report to Congress of its operations, inrluding 

10 loons nnd granls made or oontmcted for, low-root-housing 

11 and slum-cle.rttnoo projects undertAken, and the asseiB and 

12 liabilities of the Autboricy. Sueh report shall include oper-

13 lliO« llltcments of all projea1 under the jurisdiction of or 

14 l'tttiviug the assistance of the A utboricy, including liUID-

13 maries of the incomes of OOOUPfllllS, sizes of families, roo!Als, 

tG and other related information. 

17 
Sm. 8. (a) The Authority may from tin•• to time mako, 

18 •mend and rescind h 
' !lllc rules, regulAtions, and definitiooa u 

19 may be._ 
'Y to CIIY)• out the provisions of this Act. 

(b) In the excrc· f • • 

21 
~Se 0 ns diSCretion pu:rswmt to this 

,\ tt and J>Unolant to t b 

22 
I" • stAndards, definitions and oonside,.... 
•ona of polioy set forth b . 

23 
.
1 

ercm, the findings of the Authority 
I I"Cft801111bly bs ' 

su tautinted shall ,,. cJ • • 
' 1}{1 con us.ve. 

13 

1 Allll!STANCE TO LOCAL LOW-IIBNT-110081110 .um SLUll· 

OLMBANCE PRO.rtlOIS 

Sw. 9. (a) Tho Authority may make grnoiB and loans 

4 to public-housing agencies to &Sllist U1o development, ao-

5 quisition, or administration of low-rent,.bousing projects by 

6 such agencies. 

7 (b) Tbe grant for any sneb projcu ahall be paid in 

8 the form of fixed and unifom1 annual contributions, o~er a 

9 fixed period not exceeding sixty years. 'fbe Authority shall 

10 embody tho provisions for such grant in n contract or grant 

ll gnarnnteoing such fixed ancl unilonn ruumal ('()ntrilmtions 

12 over Slltb fixed period. Such annual ('()ntribntions as nrc 

13 contn~tted for shall be stricdy limited to tho amounts and 

U period neeemry, in the determination of the Authority, to 

15 nssuro the low rent character of tho housing project invol<cd: 

v 16 Prwidl'd, Thnt the fixccl contribution Jmynhle rumuoll)' 

17 under any suoh contract of l.'"'"t •lutll not exceed n sum 

18 equal to 1ho annual yield at the going Ifcderal rate of 

19 interen (at the time such oontraet ol grant i~ made) plus 

20 1 per centUIIl upon the dcveloprnwl or acquisition oost 

21 of aocb project. 

22 (c) A 11 p•ymeniB of annual ooolributiona pW'SIWil 

23 to this aootion shall be made ou~ of any lunds available to 

24 the Authority when sueh paymcnl.l ~ due, e:<oopt tha~ 
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1 iu capilli and its fund! obtained rltroap the -._ o1 

~ ~lions pmu&DI to MJCtioo 20 (inclac~U~c ftJ»)'llltoq 

3 or othtr rMiimtions of the principal of loena 11111de 001 o1 

f 1udl CApiial and fundll) •ball not be an.ilable for the PlY· 

6 mont of mdt onnu~l contributions. 

II G (d) In any one fiscnl y&U' the Authority shall not enter 

7 int<> oontrMtS of gr11n~ which provide for annUli! contributions 

8 ~gg~egnting more than $10,000,000 per year exchtsive or 
9 any annual contributions payable under oontracta o1 gn~nt 

10 Dlldt by it in prior listal yean: PI'Oflidtd, That if the oon­

U IIICis of grant entered into in any on~ fiscal year provide 

12 lor annnal tontribntioll! aggregating less than the uthoriud 

l3 $10,000,000, tltt unutilited balance of such authorization 

14 0111
)' be e<~nitod over •• an authorization for any tntbStqucnt 

a liQl year. '!'be Ieith or the Uni!OO States ia solemnly 
10 J>ledged to lbe payment of all annual contributions e<tn-

17 traettd lor Jlunuont to this section, ond there is hereby 
18 authorized to be ap · ··' · propnat • .., m eacb fiscal year, out of any 
19 

money in the 'l'rtu.~· not otherwise appropriated, the 
20 

tmouols -,. to Jll'l\ide lor sncb paymentB. 
V Zl (e) ~ "'- I 

ns or any low-rent.-booting project pur-
22 IGIDt 

10 
this l<ttion shall bear interest at 111eb rate ~ I• 

22 titan the gu;0 p tde 
21 bo g ral rate at the time the IOftll Ia ma4e, 

ltO!rtd in o.ueb 
~ . •rtanner, and be repaid withlft ltiCih 

J>tnod, not lllete([i • 
ng mty Years, as may be deemed advil-

111 

1 able by tho Authority. Tbc total of 1t1cb loans outstanding 

2 for any aucb project lhall DOl exceed the develop~Mt~t or 

s ~uilition CC* of such project. lea tho total amoonts oor.-

4 IWiding on loe.ns made by third parties, senior to the loans 

5 of the Autltority, and soourocl by such prcjont or payable 

G from the revenues thereof. 

880. 10. The Authority may make loans to UmitOO· 

s profit bollling agencies to assist ~e development or acquili· 

9 tioo of low-rent.-bousing projeeta: Pror;idtd, That not more 

10 than t21i,OOO,OOO aball be oo loaned in any one flscal year. 

11 Such 1- aball bear interest u sncb rate not lea than 

a the going Fedml rate u tho time the loan is made, bet&-

13 oured in aueb manner, end be repaid within such period, 

u not ex~g sixty yeus, as may be deemed advilable by 

~ the Authority. 'J'be total of such loans outitanding for any 

.1& auch projoot shall not exceed 85 per centum of the dovelop-

17 meot 0~ acquisition cost of such project, less tho tow amounts 

18 
ou~~W~ding on loans made by third parties, tenior to the 

19 loans ol tbe Autbority' and secorod by aucb proje<ll or pay-

20 able (rem tbe reveuues tbereoi. 

21 
DIIKOKS'BA'l'JOll Pll011!>0'l'S 

T :ill 8Bo. u. (a} The Autborii;J' may develop and admin· 

23 isWr low·t\'Dt•bouling and slam-dearanoe demomtrarioo 

localit. the bene&UI 
86 project~ in ordtr to demoDStr$te 10 1llS 

til I» be derifed therefrom. No -" projecUI sball be 00111-
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mtoetd io any Joeality without the oooscnt ol a govemiog 

body having jurisdiction over such locality: Pt'Otlidtd, Tl~&t 

not more than one demonstration project shall bo commenecd 

l>creofter in any one Jooolity nnd llont the tote) estimated 

derelopmcnt cost of all such projects oomment<ed in any 

onr filcsl year shall not exreed 325,000,000. 

(b) As soon as practicable tbe Authority shall sell ill 

d•molUitration projeets or divest itscll ol theor' . management 

through lenses. - c:' .....:z. - 1 t'-"' .L.r r ~ 
(c) 'fhe Authority may sell 0 )ow-rent-housing domon­

$1mlioo J>rojoot. only tG a public boUBing agency. Any such 

ille lball be for a consideration, in whatever form may be 

MtUfactory to the Authority, equal at le&A to the lliiiOIIDl 

w~h tbe Authority deurmines to bo the lair value of the 

pro ioot. lor bousin 1 . . g purposes, css such aJiowance for depro-

Cutl>On ns the Autho 'h 1 II fl "·i s 1a LX, Such project shall then 
btoomc cligibl f e or 8 grant tmd lolllll pursuant to section 9. 

Any obligati<>o of the 
. poreiiJI!'tr ft('OOp!cd by the Authority 

.. JlUI of the C>Josjd • 
trahon for the sale of such project shall 

\t d~rnt<! a loon 
J>llmlantto~ion 9. 

(d) Tbe Autborit 
dt Y may lease rwy low-rent-housing 

lllonstration pro· • 

23 •-no. Jcct 10 whole or in part to a public hollliDg 
·-o... J or a <»nsu ' 

21 

2S 

mol'i ho • 
I 

usmg society · P :J.J '""·• 

t oe ltllMI •""'b' . · rovwcu, ~-
""' •Gty for a · boasiag PTOJec& leased to a ooll8Wilen 

.oc:iety sban 1>01 be ,_, 
uauted 10 the memben ol lldl 

11 

1 rooeiety. The lessee ol any projlld, ptLI1Uanl to this para-

2 graph, Rhtill auwne and pay nil management, operation, 

3 and rloainteMHOO costs, togethur with paymor1ts, il any, in 

4 lieu ol ta.•cs, and shall pay to the A uthorily such annual 

5 sonu 11 the Authority sball detennine ore ootWstenl wilh 

6 :malntainiag lhc lo!f-rrnl dlamtrr ol 111eh p!l)jllllt. Tbe 

7 pro\>Uions of section 321 ol the Act ol J110e 30, 1932 

8 (U. S. 0., Supp. Vlll, title 40, too. 803 (b)), sba11 not 

9 &Jlply to ouy leal!C pursnant~o thil Act. t~~ 
10 (e) ln the administration ol nny Jow-rent>boosing 

11 dtmoD!tralion project pending Slllc or 1-, the Authority 

12 abtll fuc the ronttls at the amounts nec:cswy to pay aU man-

13 agemtnt, opcmtion, and llllin!enante rocll, together wilh 

14 payments, if any, in lieu of taxes, plus such additional 

1~ an1ouniR ns the Authority shall detennine oro consistent with 

IG m•intftinitlg tloe low-rent chnrncter of RUCb project. 

17 O(!Nt:BAL POW>.1l8 01' TUB AUTUOBLTY 

18 SI!C. 12. (1) In connection with the development or 

19 adn1inil!fration ol an>· Jo.,.-reo...troosing or alum-dearanto~ 

20 project, the Authority may acquire m .J or personal propcrty 

21 or any intcres~ therein by pu.rebate, crniMol clomain. gift, 

~ doviso, lease, or otherwise. ln the acqui•itiou of any land 

23 1 or ~ite tho provisions of section 355 ol tbc Rovilled Statutea, 

2t u amended, sba.ll not apply, but tl1e Authority mey avail 

25 illoelf ol the ~ef\'ieM ol the Auomey Ooeral ....mg in acoord 

8.1885--2 
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"'ich W, llOtrf,. undrr -h l!e<'tion IO pnl<'tlre inlomlftlion 

2 rdelinf: 10 cht scace ol tille. The Attomty O~n~r~l lltall, 

3 a1JOn 1ht applit-a1ion ol tbo Auchority, institute oondemnation 

~ l>roco«linl!' in its nome. The pmttioo and procedure go•·ern-

5 ing IIUeh pi'O<'ordings by I he Uniled States shall be lollowrd, 

G nnd the Auti>OI'ily '""II likewi;c be entitled to prOCted in 

7 ·~('nr(IJUire \11th the prol'i•ions or lUI ,, Cl or Oong~ 

S •1•1>ro•·ed Pebruary 26, 1931 (46 Stat. 1421), and ru1 Mt 

9 or ('onl!l't$S approved Man·h I , 1929 (45 Stat. 1415). The 

10 lluthoricy ma~· toler inco agreemenl3 to rWilblll"te any Stace 

II or politi<.l Mtbdiruion 1hered. or any housing agency, lor 

12 txptD<tt inmrred in lhe acquisition, by condenmation or 

13 othe ... ioe, or property lo be OOU\'eyed lo the Authorily lor 

14 the d.ve)OII~IIt Of ft low-rent-hOUSing or sJnro~leAtallCI> 
lG l>roject. 

r 1s (b) 1'he Antborit,v may lorooiOS<l 00 uuy 11101!\lrty or 
17 ''"""'"'"C'f 011Y aft ion to ~rote()! or enloroe ruty right con/erred 

18 "'"'" it h·· 1111' l• • · . vo, •'Outn1ct, or otbrr ngr~mcol. The 
19 Anthoritv 11101• bid 1 d I • · or •11 pun: we at any lortci<Jf'urt by any 
\!0 1'011) or II lllf Ocllt J • • . r • •· or Olberw~ a<:quJre, aod Jllll)' 

~l •dn•inmtr •••· low •·---· · · -rtul.....,..,,ng projeu wlokb il pre•·iously 
2l o-.·hfd or in C'OIInttt' . 

'"" wnh which it b.,. made & loan tw 
23 grlll1 1 .. ,, .... , 10 i4't • 9 

• 1100 or • llltlu pursuant to Sll('lioD I 0. 
(c) Tl1e aeqn~f 1 ~ . "'" 'Y the Authority ol aoy real proP' 

til) l••n;ouuu tnthi• \ r l 
· • 1 81•11 nottleprive any &aiQ or 110liti· 

19 

l tal oubdil'ition thtrt<~l ol ic.. einl and criminal jurUdiccioo 

2. in 1tnd over surb property, or impair the chi! rigbm under 

3 the State or local law ol tl1e inbabitanlll on mcll lli'OIICI1,\'; 

4 and, inJ!OIAr as nny stwh jurisdiction may ba•·e be<>J1 lttkco 

6 away or any sueh rights impaired by rea.<on ol tLo acqui•ition 

6 ol any property lrnusferre<l lo the Authorily punmant 10 

7 section ~ (d) , wch jurisdiction and sttcb rigbll! aro herehy 

8 lully rutorod. 

9 (d) The Authority rnay entH into agreemenu to pay 

10 annnal 1111m in lieu of taxes 10 any State or potitiral sub-

11 diviJion tbereol with rtopect to any real property 0 11'Ded by 

12 the Authority. The a.mocml so paid for any year upon any 

lB. sueb J>roperly shall not exceed the wes that would bt pairl 

U to tho State or subdivision, as the case UlllY be, upon auob 

15 p.roperty il it were not exempt from tasacioo thereby. 

16 (o) Tl1o Anlho•·ity mny procu.ro insumuce 11gnius1 nny 

17 loss in conncc1ion with its 11ropcrty and other nSl!l't~ (includ-

18 ing mortgtge8) , u1 such amounc., and I rom sueb inJ!ll'rcr~, 

19 ._, it tlte.ms desirable. 

20 (I) 1'hc lluthority Jlllly d•dieate land lor pulu<, play· 

21 grotlllds, and otbtr rtemlional facilities, lor .., ... ~ .... for cbc 

22 opening or ,;tlening ol JilleeU. lor incidental impro•·ernellll!, 

23 or lor any ocher publie putJJOSt. and may grnnl lic:tW<'t 

24 and easementa upon such lel'Dl8 llS it deems reuooab~ 
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v 1 hd Tht AU1hori1y rnay seJJ or uchanp 11 public or 

2 priralt ... lt. or IH...e, any real property (~pt Jow-ren1• 

3 hoo<•ing pn>jN'I<, the dispooilion ol which is goventcd r~ 

4 "htrt in lhil.l <·l) or personal pro)>Crty, and eeU or cxeban~ 

5 ony S('(·Urili('JI or oblignliorL~, upon such tenus as it may fLX. 

G 1'u f•~ilit11to 1ho l!ltio ol such securities or obligations ""Y 

7 olhtr I!<'Cnrilics or ohligarious retained by tho Authority mny 

8 be subordinntcd to those sold. Tbe Authority ll]j\y borrow 

9 on d.e ttturity of any real or personal pro)>Crty owned by 
10 i1, or on lht sta1ri1y of lbt rerenues to be dtri•ed thue­

ll from, on<! cnoy ,..., the proteeds of such !Oftns for tbe JlU'P""~ 
12 oltbis A a. 

yl3 
Soo. 13· Subjea to rhe specific limiiations or elandardi 

14 in ll•is Act l!'l•·•ming the icnns of sales, •-ronta,., leasoe, 
15 1 

Ofttlll, OOIIIIIlots of l,'l11nt, or a""""~ru,•·, th ... -" ., o Authorily 
16 I 

mny, w •eMvtr iL deems it ncce..osary or dcsiroblo in the 
17 fulfllhncnt of lite purpo;cs 

of this Act, OOnMcnt !g rhc 
18 ouo.Ji0o'lltion with res""" I . 
19 =· o rate of llltcrest. ~ o1 J!6Y· 

'"'"1 ol any inslallmcn1 of P · 'pal • . 20 nnc.1 or tnterest, eecunty, 
omocn1 o1 ••• .. J coo :1... • 

%1 tnuuhon, _or any other icrm of any 
..,.,_or~ ' 

22 • olony kind to which tha Authority 
" a l'llty or '~~'hid. Ito£ 

23 lhio \ been transfe~ to it ~ to 
' ~ <loy rulo olla 

21 cleollltd • ., OOUtrary to this provision ahall be 
lhapplicat.Je. 

1 

2 

21 

8'r AJJDA.IIIl8 

SEO. 14. ln making any loan or oontra<S of grarn lor 

3 the dll'l'elopmtnl, arquil<ition, or administration of a proji!C( 

4. pursnanl 10 aee~ion 9, or any Joan for the de•·elopment or 

~ aequisition of a projrot llUI'SIIftnt 10 section 10, and in under-

6 taking any demonstnotion project pursuAJJt to section II , 

7 the• Authority shall be guided by thcso oonsiderntion&: 

s ( 1) In d1o ease of" low-rent-housing project, that there 

9 exists in the Joc:elity or metropolitan area eoncemed a ohorl-

10 age of decenl, safe, and sanitary dwellings within the linan· 

11 eial reach of families of low income, wbich is oot bting 

12 remedied adequately by private enterprise; 

IS (2) In 1be ease of a slum-dearanee projoot, or. a low­

U rent-housing project which ineludos slum clearance, that sub-

15 stantinlly all ol tho dispossessed inhabitants will be provided 

16 for by tho Jlovclopmont ol sufficient low-runt housing, within 

17 their 1\miJloial reach, either liJ'Oll tho site to be olearcd or 

18 in soruo other suitable Jomlity, uoless the cleamnco of lho 

19 ".rea will not make it impmeticable for the inhabimn'" 

:10 thereof 10 ~~e<:ure equivalcnl dw•llings elsewhere at no higher 

Zl aosl lo lheru or beuer dwellings elsewhere within their 

2.2 &nancial raacll; 

23 (S) That I he project conforms to a general progrtm 

:H formulated by the Authority IO ddtribate the honefill of 
. · bl th-...,oat the Uniled 25 this Aot u 11ldely ,. prachoa e "'''6u 
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1 SlAtes, C'OOl'isttnt with tbe needs of the several States and 

2 tbtir poliliral wbdi•·i9oos; 

3 (~) That the fonn of assistance to lito 1•roj~ ;. 10 

4 'l'l'nlllriate mrnns of etrrying out th1> I'UtJl<l'!\'8 of thia Act 

5 in the l)llrticular case, and tba~ the lutJOnnL of fiuancial 

6 ml,tnnce to be afforded such project by the Aotbority 

7 will not be in c.•~ess of lloe amount ncccssnry for such 

8 1""110l!ea; 

9 (G) Th3t tloo site on which the projecl is or shall he 

10 dt<tloped has ~n oelectool primarily lor ita 11r~1t and 

11 reotinutd witability lor its intended use; that ita location 
12 and !•Ianning tre consistent with 1 logiml development of 
13 ~ ll!lf• in the localit~· or metropoliw.n aren concerned; Md 

It that it 1111 bN,n or will he acquired lor a r<'dsooable 11rirq; 
15 

(G) Tho •<Siat~nee, ilany (in the form of pnrtiaJ Jlnau()-

16 in$t. tlnuu"1 t~tmlrihur I I . • 1uns, ant 111 wbolc or m pArt., outu111unity 
17 rtu•iliti{ .. or M~rvit·~. l rf 1 '• 1" Ill or comph•tc reuoil'l!ion of ta.•c~), 
18 l(ivtu to the 1 ... ,.,.1 h . 1 St . . . ,. ~ 1 te ate or 1•oht1eol •uhdivosion in 
19 which it is located. 

' 
(i) Thai tht advite L • • •--2! _, ,,.. ....,..., sought, where available, 

··&lith~ . 
22 

I'<Hllm~on or OOerd (created under cbarter, 
llltlltt, or ordina ) 

... • nt<~ as may exist in the 1-'itv ol 1M 

.. JlrO)eU. • 

SIC. I ~- In •nl•r t • 
2$ of 1 . 0 msurc tiJA! the lowrron~ l;bal'ftclet 

IOU>~ug Proi<'<lll ~·n 1 he preserved, and thus to protect 

iB 
1 pri<ate ind11811)' from liwl comloerition that would uist either 

2 if otloer than lamili<>t ollow-inoowe were •-pted as teoumu 

3 in su;:h proj<-c'u or if ..ul-11 projcctll w<re witbdra•m Iron> the 

4 6n11J1Ci11l I'CllCh of such lomilie~. it is hereby provided tl•st­

~ ( 1) When • loon is made llllrsuant to S<'Clion 9 or 

6 section W, tloe Authorit.•· "'"Y retru11 the right, iu the event 

7 of a snhstnntinl brOtwh of the covenant (which shnll be cUI· 

8 bodied in tllC loon a~rrerment) to mainUtin tho low-rent 

9 character of the housing project ui\·ol•·cd or iu the eve11t 

10 o1 tbe ae<JU~itlou of >nt-b proje<Jt b~- • tbitd v-rtY in any 

U maower iucludinl! a bona-fide loreclo<ure nnder a mortgage 

12 or other lien htld hy a third 1.ar1y. to iuc"""" doe intert« 

13 psyable thtrr•lter on the bftlanee ol so.i<l l01tn then held 

14 by tho Antloority to a rat~ nGt in e.sooss ol the going l<'ederol 

15 rnto (at tbo time ol such broach) J>lus 2 per centuon l••t 

16 nunmn or hl d(•thu·o 111e unp1•id Jlri.ucilml on ~ni(1 lVHn tlue 

17 lortbwitb. 
J8 (2) Wlwu u <·outruct vi ~'!lUll is lll•d• 1"'"""'"1 tu 11<'1~ 

19 lion 9, tbe Authority •hall retain the right, in the event 

20 of a tubetantiel br.,..cb of the tlO<euant (wbieh &ball bt 
21 embodied in 811Ch oonmott ol pnt) to m&in&&in tho low· 

2.2 rent cbaracttr ol the housing project in.-ol<td, to rtdooe 

23 or termiuate th~ •nuual oontribotion.• payable llllcler lid 

ol In 11l e e•·ent of the acqu;,.itioD of ....,Jo 
X l'Oiltrnct grnnt. 

211 
project by 

1 
third puty in auy lf\llnner iucludiug a hootV 

---
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1 fide loretlosure under a mortgage or other lien ~d by a 

2 third pel\)', Midi annual oontribu.tiODs llhall Ctrmiwue. 

3 (3) When a leL<e of a low-rent-booting projeoc is made 

4 IIUriWIDI lo .eclion 11, lhe Authority mall ntain the right 

~ to temtioste such lease in the event of a substantial breath 

6 of the oovennnl (which shoU be embodied in suob lea~~e) to 

7 mnintoin tho low-rent ehoractcr of such housitog project. 

8 (4) 'l'l•e Authority may also insert in nny t»>ltract of 

9 loeu or gnant, leaS<>, mortg11gc, or any ot~r agretmeut or 

10 inslnuntnt made )JW'SWIDt to 11m Act, sucib other OOl'tll.tlll!, 

11 <OIIditioos, or provi9ons as it may dem n-ry in order 

12 10 in!!Ure tbe low-rent character of the housing project 

18 involved. 

!;(). 1G. In order to protect labor sUU!dar<t.-

( I) The pro1•isions of the Act of Auguat SO, 1985, 
16 ~nlit l"l "An Act to amend the Act approvod Marob S, !931, 
17 

rtl•tiog to the nne or wages lor laborers and moobanice 
18 

tn•ployed by oootrncton~ and ' ubooutractont on publio build· 
19 inga'• (49 &. 

I. 1011). and of lhe Aot of A~ 24, 1985, 
10 totitled "An A<ll .. 

""'UJnng oontracta lor the oo111truetion, 
21 olt<lllioe, and 

repoir of any JlCll>lie building or paWic wort 
22 

"' the 1: oiled &. 
Its 10 he l<lOOmpanied by a l'Crf-

23 bood l'rOittti"' th r . 
21 ° lllted States and by an addirional boad 

lor tho P~ion of 
pel11Qos furnishing mal«iaa UMI labOr 

2:1 lor tl•e oonstnMiou •I . 
' ttllhon, and repair lor the !laid publle 

1 

I 

8 

' 
II 

• ., 
8 

9 

10 

11 

lJ 

~ 

u 
:m 
18 

1'1 

18 

JJ 

to 

21 

22 

28 

X 

211 

!II 

hoi'f 1•..,. publio works" (U. 8. 0., 8app., t9S4 edition, 

tide ..0, eeo. 270 (a) to (tl), iachooi•e), lhall apply to 

0011tracta in oounection with the development or admiuittra· 

&loa ot low•ren""outing or aJum.dearaooe clenoo~atralion 

pro~ and the lumi!bing of materials and labor for 

tueh projects: P1'0'1>id<:d, That suiu shall be brought in 

tao oamo or the Authority !lDd that the Authority shall 

itself lll'rlonn t.bo duties prOS<lribed by sootlon 3 (a) or tho 

Act of August 80, 1035, and section 3 of the Act of August 

24, 19S5. 

(2} Any oontroct lor a loan, grant, oale, or leue P'l"' 

110a11t to this Act aball oootain a provi!ion ~airing that 

the wagoa pn~vailing in the locality, as detennined or adopled 

(aubtequeot to a determination onder applicable State or 

loeal law) by the Authority, mall be paid to all laborers 

and 'mochanioe employed in tho deYelopment or adminit-

tration or tho low-renlohousing or slum-olcaranoo projeot 

inYolvod; and the Authority may require ~oation u to 

oompliauoo ~ith the provisions ol this .,..-.graph prior to 

mdUig any pa.J'IDI"'I under -" oontra<ll • 
(S) Tbe Act entilled "An A.t.t limiting &he boart el 

claily eerricel ollaboma and .-banics mployed apoo wollt 

done lor lhe United Slates, or for ay Territory, or for 11M 

" amendeol Dillriot of ()olltrnbia, and lor other po.tpOIOI • " 

(97 Slat. 137) ' shall apply to cootradll of &he i\Qiloority 
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1 
for ,..0rt in <»nnection ,.·itb tho developmtot ucl admi.,. 

2 111
1ion oflow-rtnt-hoosing or slum~eanoeo demontlntioo 

3 projects. 

t ( 4) The benefits ol d1e Act cnti1led "An Acl 10 pro-

5 <ide compensstion for employoes of the United Sta~a auf-

6 fering injmies while in the pcrformanoo ol their dutiea, and 

7 for otl1er pur,>Oses" ( 89 Stat. 742), almll oxtond to omctl'l 

8 •nd employt<>t of tbe Authority. 

9 (b) The provisions of se<·tions I nnd 2 of lhc Ac:t 'of 

10 .Junt t3, t934 (U . . C., 1ide 40. soo. 276 (b) and (c)), 

u aball apply to any low-rent-housing or slurn·clearaneo pro}-

12 ttl finanttd in whole or in part wilb funds made availab~ 

13 p1111U&Ul to this ACI. 

a (U) Auy t-ontnu,1or engaged on any project financed 

lA in whoi<l or in llllrt with fllllds made avnilablo punuant1o 

16 lhi; tlli >h•ll n\pol1 monlbly, and shall cnu~o nil suhc<m· 

11 lnll'tor. lo "'1"'11 in like Oli\Uncr (wiLbin five dnys after tbo 

18 "'"'" of .. ,rJ, colend•r month on forms to be furnWJod by . ' 
19 tbt Unittd States Dtpartnoml of La~r), tiS to the ownber 

20 ol Vt"* oa ~ir respeeti<e pay rolls, the aggrt~ 

tl ._. .. ollld! pay l1llh, the total man-boon worked, and 
22 ittllliud rtptnclitarts lor ruateriat.. Aoy sucb eentractOr 
23 ohall furnilb to the Dtpart~oon• of Labor the JWilOI and 

tt aM,_, ol all subeentracton on the work &t tho earlit81 

• a.~ Pllttimbl•. 

27 

1 

2 S.w. 17. The Authority .JJaiJ bne a capital Jtoek of 

3 81,000,000, which shaD be subscribed by the Uniled Stain 

• 1u1d IM•id by tho Se<:retary of the Treasury ouL of any avail· 

~ oble fun~. llcooipt for such poymeut t~hall be issued to tl1o 

6 SccroUlry of tho Trensury by tbc Authority lllld slu~ll c••i· 

7 deuce 1ho •toclt ownership o! ll10 United StAtes of Amoricn. 

8 Sv.c. 18. 'J'horc is hereby antl1orirod to bo appro11Ti11ted, 

9 Olll of uny money in the Treasury not otbcrwilo appro-

10 prillttd, tl•e sum of $:)1,000,000 for the fi&eal ytt.r ending 

J1 J une 30, 1938, of wbkb $1,000,000 shall be available 10 

12 P"Y the wbwiption to 1he eapital sleek of lbe Aulhority. 

13 Such sum, and all receiptS and assets o! !he Autl1ority, •ball 

u be ll\'oilablc for the purposes of this .\ct lllltil expended. 

SI'Al. 19. (n) AJ1y fUJlds availnble under ony Act. of 

16 Congro•• for o Uoootion lor housing or slum ciMnm('C 111ay, 

J7 iu the 
1
1iseretion of tho Pl'Ol(idunt, he olloc:lllC<I to tltc Author-

18 it.y for the purJ>OSC• of this Act. 

19 (b) Any ullllUocatecl funds now in the b~ndl of the 

20 
.Jiederal E~Mrgency Adlninislntioo of PubUc Worlt.a, or 

2J hemft.r rweh·ed by it, wlueb art deri•·od lroro the tAle of 

· · ·-• ···~••n• to Title 2 of lhe Sotional 22 ltCUJI\lell IICqUJ""' .--

23 I.Jid.u.strial lleee•·ery Act. or tbe Emergeuoy !~lief Appro­

:H priotiou Act of l9Sfl, m•y, in the tli!!Cll!tiou of lhc l'mident, 

Z be allocated to tho Autborily lor lho purpoeet of IIliA Act. 
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SB'.'. 20. (a) Tbe Aathority is authorized to iaue obi;. 

ptions, in the rorm or nott;S, houdJ, or otb~. whid. 

it n•y stll to obtain lunch lor the pu~ of tbiJ Act. 

4 'fhe .\utborily lllllY il!sue such obligntiom iu an amount 

~ not to exrted $"200,000,000 on or n.lter July J, 1937, on 

6 odditionel lllnoout not to exoccd 8250,000,000 on or artC'r 

7 July 1, 11)38, nn additional amotwt not to e.toood . 260,-

8 000,000 on or a.lter July 1, 1939, and an ndditionalamount 

9 not lo uoeed $300,000,000 on or alter July 1, 1940. 

10 Such obligatiom shall be in rucb forrm and dtnomina­

U tiom, llll.ture within web Jl"riods not ex-ding oixty yean 

12 lnltll date ol ~ue, boar sueb rntes o.l interest not e.t!ftding 

1$ -1 per ttntum ptr annum, be subject to 5uch terms and 

H rondition:~, and be il!sned in such manner and sold at such 

1~ pricts aa may oo J>meriood by tho Authority, with tbc 
16 8J>proval of the Secretary or the Treasury. 
17 

(b) Sutb oblib•tniollS shall be exempt, both as to 
18 

['rin<ipal and iutcrOSl, lrom all ltt.ution (except. surtax e.. 

Ill t6tate, inbuitaoct, •nd gilt taxes) uow or hftca.ltor im)IOlltd 
30 

by the Uoited State~! or by any State, 00011ty, municipelity, 

21 or 1o.a1 tuiag ••tbority. 

(e) Such obliptions sbaU be ru:tly and uncondiliooally 
23 

I'UIIntttd upon their lace by tbe U niled Statn aa to the 
2l JIOIYD>tnt ol bolb interet!( • • 
2:1 h and Pnnop&l, and, in the o'felltlbu 

1 e Authority shaU b 
e unable w make ony surb paytllOIII 

211 

1 .,_ d-d wlml due, paymoao shall bo ~ 10 the holder 

2 by tile Seerewy of the ~ ...;th money hm>by aotbor-

3 iud 10 be appropriated lor such purpose out or any money 

' ia Lite Treasury not otherwise appropriated. To tbe ostenl 

6 of lllOO payment the Seeretary ol the Trealoury shall StiCCeed 

6 10 all lbc rigbtt or the holaer. 

7 (d) Sucb obligations •hall be law.lul invCl>tmenlt ond 

8 018y be aoocpled •• 11000city .lor &II fidu~ry, trull, and public 

9 lunda tho U.vMtmcnt or deposit of whleb shall be under the 

10 llllhority or oontrol ol the Uoiled States or any oflloer or 

11 "&UC)' tboreol. The Seerewy of the Treasury iJ likewise 

12 autltori* to pordwe any snob obligations, and lor IUOb 

lS purchases be may Ide 43 8 pobtio-debt tn-ctioo tbo pro-

14 ceoda from the sale or any seemrities berea.lter illl!ued under 

1~ the Socond Liberty Bond Aet, as amended, and the JIIII'JIO!!OI 

16 for which securities moy be issued undor such Aet, as 

17 amonded, are ex.reoded to include any such pul'(li>Oaot. 'l'ho 

18 S.Cretary or the Treasury may at any time sell any or the 

19 obligations acquired by him pursuant to this acetion, and all 

-•- . -·-"·- and sales by him or •neb obligatiolll. 20 ~pliOOS, .----. 

ted b"- •cbl tnnllcOOlll of tbo United 
21 ahall be Ire& aa pu """"' 

22 8tatet. 
e Sueb obtigatiolll DlllY bo marketed lor lhe Alllhor-

28 ( I .a:.: •• 
b tb Sec ew;· or the Trealury r .......... 

26 ity at ill n.queat Y e r 
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1 all tbt laeiliti<s ol the 'J'rftsury Depo.rtment now authorized 

2 by law lor the tnArkding ol obligations of the United Stetet. 

soc. 21. (a) Any money ol the Atotbority nol other-3 

4 wil>6 cntiJIO) ed may be deposited, subject 10 checlt, with the 

~ 'J're~~>Urtr ol the United States or in noy Fedoral Roecrve 

o bnuk, or oMy be inrcstcd in obligations of tho United States 

7 or used in tloc purchase or retirement or redemption ol nny 

8 obligations issued by the Authority. 

9 (b) Tile lo'ederal Reserve books are authoriud and 

10 dimted to Itt as depositories, custodians, and facal agenll 

U lor the Aulhority in the gcoeral exercise of illl powe,.., and 

12 the Authority may reimburse any such bank lor illl ter>•ktla 

18 in !UclJ onan~r " may be agreed upon. 

(c) The Authority may be employed 118 a 6naooial 

~ -«•nt ol the Govemme,t. \\'hen designated by tho Socretary 

16 of lloc 'L're•l!lory, ond subjoot to such regulations as bo OJJI-y 

17 prescribe, the Authority ~ball be a depository ol publici 

18 ononcy, except receipts from customs. 

19 

SIX'. 21. All gtt>trtlJM'nal stetutes relntiug 10 tholaret"ny, 

21 molottdtontlll or ~ · • L . • dl' • <tnooo or to we m1proper han nljt. 
22 

rtttatioa, liSt, or disJIOSl) ol public moneys or property ol 
t1 the Unitt<! Stall's s1 11 11 apply to the moooya and property 
24 oft~ Autloority d 811 to 1110oe~11 and iJropenics olthe United 
~ s 

l>lttt entrustoo to the Authority. 

Sl 

1 8110. 29. Any pen!On wbo, "itb intcnl 10 delraud tlw 

2 .AiltlJority or to d..,.;\'e any rur.c,or, o~r, or employee 

3 thert!OI or aJoy oll'""'r or employee oltoo United State~, maktt 

i any Iallie entry in ony book ol the Authority or make• uny 

o !also report or ICntcmcnt to or lor the Amhority shall, npon 

6 oonviction tlwrcol, ho fined not more thou 81,000 or im-

7 prisoncd lor not more than one year, or both. 

8 St<Q. 24. Any ptnron who shall re<eive nuy oompensa-

9 tion, rebe.te, or rel\--an:l, o.r sha.IJ t:Dttr into any tcn!J>intcy, 

10 oolhuion, or &gffi!ment, express or implied, with intent to 

11 defraud the Authority or "·ith int.tnt unla'l<fully to delea~ 

12 illl pl1l'J>OSeS, shall, upon ooovictioo thereof, be fined not more 

13 then $1 ,000 or imJ>risoned lo.r uot more than one yMr, or 

u both. 

15 Sso. 25. Any )lOrson who induces or in On MOOS I he 

16 Authori~y to JlUrclonsc or acquire any property or to enter 

17 into any contract and willlolly fails to distl08e tuJY intcrctl, 

18 legal or O(JUitable, which he bas in such property or in the 

19 property to which such eontraa relates, or any &J*ial bene-

20 fit wbido he UJ-S to ,_;,-0 as a result ol audo oontrael, 

21 thAU, upon oon,•ictioo tloerool, be fined not more than $1 ,000 

22 or itnpriloned lor not more than one year, or both. 

23 SI!O. 26. No individonl, association, partnel'8hi)l, or oor­

U JlOr&tion shall use tho words "United States Dousing Author-

25 ity", or sny combinAtion of tllcse four wordll, •• tho name, 
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1 « pentbtrtOf, aDder wbidl he or it shall do b.r±m. Any 

2 sad! use sboll cooslilllle a ~r aDd ebUI M pun. 

a id~&blo by. r.ne oot excetding .1,000. 

,I!(', 27. \\'bcre•·er ~1e appliCfttion of the proYisions of 

6 tbb! Act t-onflicts with tl1e application of tbe provilions of 

6 l'tblic, Numbered 837, approved Juno 201 1936 (49 Stilt.. 

? 2025), T'nLiic·, Numbered 845, npprovcd Jwo& 29, 1936 

s (4U Stat. 2035), or any other Act of tbe United States 

9 dealing with l100"iog or $lum cleafllll<!e, or AD,)' Execl.tive 

10 order, rtgulation or olher order tb~reuoder, tbe l>ro•ilioDS 

11 of thiJ A~ shall pren~l 

12 Sm. 23. "'ot .. ilh>landing any other evidtooee of tbe 

U Wl<ntioo of Congress, it is heraby declared lo '116 lbe OOD­

H trolling int~rtt of Congress that if any provision of tbit Act, 

16 or ~1e application thereof to lillY parson or oiroutnllan008, ia 

16 held invalid, the remainder of tl1is .Act, or tho applioal.ion of 

17 auc:h provi!lon to persons or circumsltulcos Olher thaD tl1oso 

18 u to which it is loeld invalid, shall not be aJJected lbereby. 
1
9 Sr.o. 29. Tbi1 Att m&y be cited at the "United &atft 

20 IIOUJing Att of 1937 " 

I 
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A BILL 

To pro•idt 8nan.:ial .. lltanoe to tM Suttt 
ud poUlical 1ubdi•W001 tbeftof for the 
••i•iwdon of una!• ud i~W, hOGI~ 
ioc -.lillooJ, IO< tho pnm.ioo of d«oa<, 
. ,., ....... ;ury dwolliAp ,.,. luoilioo of 
low~ and, ... tho nd1JCOioD of-· 
ploymeot ud c.ht ltimulatioa. of basi:Dew 
.ctirit7, to CJM .. a O'aiud St&ta Housing 
Authority, ud 1 ... o<h<r pa.._ 

By Mr. W AO"a 

....... ~ ... ,. ! 4. 11137 
Bead twb IJICI re/trrtd 1• ,... OO.O.lUM oe 

Ech•oatU. IDd lAW 
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RlGJST Ol pam ll!JSOO liiLL- S. 16815 

~TIOII on conWna a general d.claration of policy. 

~'l'IOII 'l'IO containe 4atin1tiona. The .aat lllportant definition 

11 one which limit a occupants cf housing proj ecte to families whoso incomes 

ciD not exceed five times the rental to be cbarced. 'l'bia 110to a stancl.arc1 

designed to koep the proje~te evnileblo oniy for fomil1ea of low income. 

Department of Labo r atathtica llhow that on an evonoge a low income 

!emily can afford to pay between on&-fitth and one-fourth of ita income 

for rental. 

- llore important than this adminiatrotive ataondard are the subaicly 

provhiona in tho bill , which e re tho tinal determinants of whether from 

the financial point of view the projecta can be made avail eblo for 

femiliea of low income. 'L'boeo subsidy provision• will be d1acuased in 

connection with Section 9 . 

SJX:TIOif 'lHR!B creatos a United Statee Bouaing .Authority of three 

members. Tbo only o ther agoncy of the Jederal Government which 1e deal-

1Df: with lo.-rent boueing problema 1a the Public Yorke .Adminiatration, 

and thua a choice Uee betwoen makl.nc the new acency a part of tho Public 

Yonce Bouainc Diviaion or of tranaterriD& tho houa1ng d1v1aion to tho now 

.t.uthority. !he bill autborlsea such tranafer, an4 1t 1a wbla1tted t hat thia 

would be tho bettor 1fB7 of gettinc the program off to a fraah start uncn-

104 
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- 2 -

cumbered by the miatakea of prior ageneioa. 

SEC'l'IOllS l'011R and FIVE deal with routine mattoro of adm1nhtrat1on. 

SECTIOII FIVE aloo raioeo the quootion of tho o:xtont to which the bopcle 

ioouecl by local houoing authoritieo should. bo o:xempt !rom Fedoral taxation. 

It 1a aubm1ttod that partial tax exemption , puttin~: thooe bonds on a par with 

the banda icaued by the U. S. Houcing Author ity, would be a relatively choap 

W8¥ of provicling aaoiatanee ~o local project• and would tend to induce a 

larger inflow of local l!lDney . 

~EC'l'IOM~ SIX, SEVEN and EIGHT deal with routine aclminiotrative mattero. 

SEC'l'IOII NII.'E, which io the hear~ of the bill , clealo with granto ancl 

loano to local public houoing agencieo. 

All loanc are to bo reparable in full to tho Federal Government, pluo 

at leaot tho 6Qinc Federal rate of intereot upon honda having a term of ten 

yearo or more at the time auch loano are made. 

'J'be U&Dto or cubsidieo for low-rent hoUDing proJecto are to be in the 

form of !heel and uniform annual contributions, 100clelcd upon the Englieh 

syote=, No ouch annual contribution in to be 100ro than a suo equal to tho 

annual yield at the goin~ Federal rate of intoroat pluc 1~ upon the clevelop-

ment coot of the project. 

'l'bo bill opocifically sets forth that the grant• ohall be parable 

out of congreooional appropriation• , and not out of the money• available 

for loana, nor out of realizations on the principal of loana. Furthermore, 

the new contract• for annual contributions are limited to $10, 000, 00C• in 

' 
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any one.fiacal year, and the faith of the United Statea 1a pledsed to their 

J)e.Y!IIOllt , 

Attached ia ~ table (Exhibit Ono) ahowin~ tho rontala obtainable 

106 

and the inc0<11e grouJ)!' r eached under thin form ~d omount of aubBlcl,y, con­

t reated with the rcntalu and income groups r eached under exiatinB faciritioa 

of the Federal Gov~rnment . Preaent facilitieo cannot reach low income groupo: 

end this plan will. 

I t in cubmitted that tho form and amount of aubcidy provided under 

thio bill, in addition t o ito caJ)8city to r each low income groupo, will 

tend to produce much l ower building coatc then the capi tal granta provided 

by the Public Works Administrati on , end in addition will pr ovide a much 

more effective annual check, both upon financial oporatione end upon the 

character of tenantG accepted in houaing projecta. 

SEC'I'I OY 'l'EN providoc loonc to limited dividend companies for houdng. 

Such loano are not t o exceed ~ of tho development coat , are to bear a rate 

ot intereot equivalent to a t least the S9in& Federal rate, and arc not to 

ag!;l'e$1lto more thon $25, 000, 000 per year. 

SECTION ELEVEN fac1litat ea the rapid transfer of exiating Federal 

houaing project• to local authoritieo, nnd i n addition authorizea a limited 

number of demonstration projecto in areas wher e local authori tiea are not 

properly conati tuted to do low-rent houaint;. J. 11m1 tation of $25,000,00(1 

per year 1o placed upon the total volume of now demonutrat1o~ projects , 

thua boldine thea to one-tenth per cent of the total procram. 
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sroTIOll 'l"Jl:LVJl confers u1)()H tho .t.uthorl t~ aucb poworo in connection 

•JI th tho ac~io l t1on :md tl1opoo1tlon of proport"> """ would or<linru-Uy be 

con!orrod upon.~ bualnesa corporn t 1cn, and cc11ters also tho rlgnt ot 

o"' luont dom-,lu, Ho11ovor, tho bill in no wx r removes obst110lo • confl:"ont1ng 

other llflCUcies i n ::>tto~pt ln& to oxorciso omlneut t!.o=in undor other ahtu~ca. 

SttTIOil ~Il\TEZII cc:u'oro power to mod.it'• con tracts b;r r<Utu:ll consent. 

SECTION> rouRT:::EIT ::>nd FIF'l'E!:ll act forth dof!nito legielnt1vo struldllrda, 

des i gned t o protect tho financial position of tho Authorit;r na n landing 

QCO:lC7, and nlao t c i nsure the porpetunl lov r ent c!l:>.rllCtor of tho projects. 

I t nl ao sets forth, as a eona l tl.or n tion in extending aid, th~~ not na n 

MMcl:.t cry provia~on, the Mount Md char::>ctor of local contr ibut ions toi7Cu·d 

h'uaing prGjocta . 

S<X:'l'IOJI Sil'rl:!:!l octo f orth bllsic labor a t 'ln!Lvds, C0'1p:lrnblc to 

thoao iucorpor"\tod i n Malogoua Fodornl otntutoa. 

SECTIONS SEVEN'l'EEN and EIGaTE!B provitl.o ::> capital atock of $1,000,000 

for tho .t.uthorit)', nnd an nU1t1onnl npproprinticn cf $50,000,000 to covor 

o.dmln iatrat~on oXPQnsos and OJ>!lunl aubaidiea <'-urlnt; tho firot fcur ;ro:u-o of 

tho pr cgrnm. 

SECTION NJIETE!& nuthorisoo the Proaitl.out i n his diserotlon to assign to 

tho .t.uthcri t;r unnlloe:.tod tundo of ~ Gcvoroaont:U ngonc•· ongogcd ill bcuolng, 

107 
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~td the tunda or tho Fodcrnl Ebor gonc7 Adn" latr~tion of Public ~erks. 

S:lllTION T!fE)ITY authorizes tho Authcrit·· t c hsuo boc.da ever ~ fcur--

;·o•.r ported, 1~; Ql~ NnCUJtt of $1,000,000,000, tc bo uaod a• lorJls fer loo-rcnt 

hcual:>g ru>d aluo-clc:u-o..>ec projects. Tho bcuda nro gwu-<Ultccd ns t c principol 

& 1. t : r, at b:' t ho U.S . Ql:d :u-o t.."'l' oxeopt except as t c r odcrc.l surtru<os <Uld 

est:> to !llhori t.."\:;ce :>'ld gift u:.xos. 

~o attnchod ~blo (Exbibit two) shc~a tho ccat cf the tot..~ progrn= 

te tho Fodorl>l G<vor:mont duri:l& tho first !cur 70!U"S , and tho :wer~ annual 

cost thoron!tor , first upc:t the ~sia c! a $1 ,000 ,000,000 prcgr.om CCTorod 

ontircl;r b)' Fedorn l l cn:ls , nnd scccnd up< n tho bnoh cf " $1, 500, ()()1) ,000 

prcgr M ccvorod tTio-thirds b7 Federal l cnnf o;~d 1 no-t hird b7 tho priv•.to 

. .ureh'\aO of tho bends cf lccal ~llthoritica. 

S:lllTION ~-0!111 pr ovides that an)' oe.to~· of tho A.uthc.r ity uc.t cthol'-

•iao CG>plc:rod ..,.,_v bo i:wont od in cblig:>ticn• of tho Ur.i ted Stntos o-.r 

used in tho ~e\>MO cr r c ttrcacnt cr r odol:l:?ticn c r """ cblig;:ltic:ls issued 

1>7 tho Authcritr. 

s:x:orrors ~-T110, 'l'1311T1--T.-:mzll, 'l"lX'TT-l'OU!l, 'l'DllTY-rtn ,_.,a 

T1!\IT1-SIX 0o1·e pc!l:u prcvisicna. 

S:X:TIONS 'l":TENT":-szvza o.::d orTEJIT'/-EIOB'l' ecvor cCl.fliots bot-;;oo> .. this 

A.ct :mel. e ther .leta and ocut,.ill tho stondo.rd aoparllbili~y provisi~:u~. 

S:X:TION '1'"7!!;o'T":- NIJ!E ccn t..'1.ins tho title c;f t ho Acto 
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RD1' PER lKXII AJID UICOII:! G!llUPS RUCHJD 

BT PRIV AH Dl'l'!IIPRISE AJII) 

PUBLIC HOUSING 

Coot Per Room 1000 
(Operating Exp. 2.61 
( 'l'axea ~ 

Pr!Yato !nterprlae 
ictual exporionce of the 43 low-rent 
bouolng projccta of J'. B • .A.. 

Pr!Yate znterpriao 

Rent 
per 
~ 

Assuming it ia poaaiblo to build 
!or coat of $1000 per room $10.37 

Public Houaing Unde r Wegner-Steagall 
llill Ps.yiM no local taxes 

Capital from u.s. H • .A.. 0 ~ 60 yra. 
Subsidy ~ 

Capital i Private aourcoo 4i 30 yre. 
! U.S. B • .A.. at 60 yrs. 

Subs1dy ~ 3.80 
4.80 

Public Houaing Under Wegner-Steagall Bill 
Pying l!alf local taxoa 

Capital from U.S.B • .ol.. 0 ~ 60 yra. 

Suboidy ~ 

Capital i private oourcea 4i 30 yra. 
! U. S.H.A. 0 at 60 yro. 

Subaidy ~ 

3, 34 
4. 34 

4.80 
5. 80 

Public Bouaiac Under l &gner-S\eat;all Bill 
Pying full local taxee 
Capital from U. S.B • .A.. 0 at 60 Jn. 

Subaid)' ~ 

4. 61 

Income 
Group 

ReliC bed 

$2489 

562 
802 

912 
1152 

802 
1042 

1152 
1392 

1042 
1282 

109 

Co at Per !!Do!!! fl3M 
(l)perath.g ~. 3 . 48 
(Taxes ..k§1 

6.15 

Rent 
per 
~ 

$13. 82 

3. 12 
4.45 

5. 07 
6. 40 

4 . 46 
5. 78 

6. 40 
7.73 

5. 79 
7. 12 

Income 
Group 
Reached 

749 
1069 

1217 
1537 

1068 
1388. 

1536 
1856 

1390 
1710 
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Cctt Por Ire• ·~ 
(OporAtlnc IXp. 2;61) 
(ftxoo ~ 

. 4.61 

Ront Inccmo 
Por Or cup 

lksa Rwhod 

C~plt~ t p~lvnto' scurcoa 4t 30 ~·· 
u.s.u . .a.. • ~ 60 JT• 

Subold,r ~ . 5. 00 1392 
6. 30 1632 

Public H'ualq U.lder P. '.f • .a.. Fcl'l!llllo. ct 
4$ Cnp. Gr:>nt. llnl<lnco 3?; 60 vrs. 

Pey1nc nc t:.xoa 4 , 60 1104 
P:>711'4! t t:\xoa 5. 60 1344 
P!I,Ying 1\lll tnxoa 6. 60 15'l4 

110 

Ccot Por Bee• $1333 

(Opor~tlns Jxp. 3;49) 
( Tnxco §...§.!) 

6. 15 

Bont Inocmo 
Per Grcup 

l!s£!1 Roochocl 

7:73 1355 
9.06 2175 

6,13 1471 
7, 46 1791 
~. 79 2111 

Inccmo grcupo aorva cl is bf\sod en ncr;,.,.l truoily cf 2 cr 3 children ua1ng 4 roo111 
OJid pn•·ins 2~ cf 1ncc.., fer rent . 
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WUPtiOI' 

1. ~·t~ 

t , -- l.o-' ~ por ..,_... l">>t 

•• ..... .. . ... . . .. . . . ... . • 
'· ~u •• • • • • • • . . . . . . 
•• --"- - OnrhM4 illol•cl1mc orolo.i~ Ul4 OJIClnHI'Ulc ooniM • •• J>oWnn sli.~~& - .. 

'· -.. -.. • • •• fOUL . . . . . . . 

•• --- l.o-' -.Ill J·~ . • 10, .-.u..u- 1a jO ,.-n: • , 
- Ooplt.l _, eml .. cl1mc 1oM (2) • 

u . - or .. niM CloArpo • .. . . . . • u. Open--~ . . . . . . u. .,... of 11ooto1 Ul4 'fo.oouocUo • J.O:( (' ) 
14. fOUL . . . . . .. . . . . 

u . .....U• tll• 1a 19 ,.." •• IDt•"•t, 
• U,C ot !ot&l C&pi tal COlt • • • • • 

lt, -.e or .. ni .. -.._ • 
lf, Opernt• u.4 *l~oe 
11. - .. •Ill . . . lt. fOUL . . . .. 

10. ftDe or ~- Cllar&M u • .... ---..- • • a. --..t ... "' • • • • • . -· ... fOUL . . . . 
- -.Y JrlCil IUBSIDr 

u . -r TnUwy Plaa . . . . . . . . . . . ... 1lil4oJ' PoW..l. Plaa (-.. tiOD 1n M :yoon • Ill !Moron ... ..,c of !Oto.l capiWJ. coot) • 

"· ~or ...,.r Bill (...-ti .. \iooo 1n 110 7"'-" 
e tiiiC !Moroot oe lOO,C ot Tot.l eopit.l COot) 

(1) lo\ ooail&-lo, 

1.00 

180,00 
tiiO.oo 
ea,oo 
u .oo 
u .oo 

1,166:00 

. .. 
a.ea 

a.eo 
(I) . .. 

i.ii 

z.oo 
(I) 

1.eo 
••• a.n 

$, 110 
{I) 

.u .... 
.oo 

1, 00 

a.et 

WUJ t •MSBfi'M 

51.17 

"·" Z,ibi.¥1 

lola 

&, IT 
.oo 
'·" l.U 

li:D 

a.aT 
.00 •.n . .. 

e.eo 

.00 
t,TI 
.za 

4. 91 

.oo 

a.oo .... 

(1) 

........... 

...... .., ·­
--~­•to'7 a=- IOQMie ... 

1'71. 14 ,. ..• 
••• 18 

.oo 
(1) 

1,nt.n 

... 
1.01 ... 
t.tT ... 
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1. p ot St=ctare: *lU-t..ui apv11Mat lnl1141Jica eOIUilning se•re.U:r ot 
tbJ..rtJ t.-117 W>ih ot u aTarqe aiu ot tour ro- (\hree r-, 11:1\eMll 

and 'bath) per W>it. Bu1ld1nga w be tiraproot up w but aot 1Dclu41DC U.. 

root; to haTe a part baa-nt tor heating plant, l aWl4ry ud a to raga apace; 
an4 to be equipped with tha uaual pllllllbing, lighting, cooking and retrSgeratcr 

ttrluraa. 

Groa• f loor area per roca 
Qroaa oubia content• per roca -

180 aq. tt. 
21!50 ou. n. 

2. J.Yerage LaD4 Coat: '1'ha coat ot tl.OO per aq, tt . ia a .. u.d to inolu4a roada , 

eidewalka , utilitiea aD4 landacapillg . 

s. Land: The land coTarage 1a ~1/~ aquiTalent to 180 a<tuar• r .. t per roca. 

4. Cons truction: '1'ha con ot cout=ction inclu4ing bu114ara• taa 1a aqu1Talont 
to approxtmatal y ~.~~ per cubic t oot , 

e, J.dnliniatratton and Onrhea4 , ate. i nolu4aa archi tach ' &lid engine a r e• teaa tor 

•urToya, 4rawln go and apeoiticat iona, tiald euper't'iaion and a4miniatraticm. 

6, Illtoroat during Conat=ctton: 'l'h!a it- COftra U.. illtereat on tha capital 
expendUurea cSuring tha period ot daaip and conatrucucm. 

7, Contingonoiaa: jpproximataly 2~ ot the aetimatocS oonatruction coet , 

e. Total: The total cost ... ._e a cCIDplata build i ng r eady tor operation and 
occupancy. 

9. lntareet on lAnd Coat: It ia aeau.d tha t the laDd will be held t or public 

uae and that amorti:a tion ot thia it .. ia not dae1rabla . 

Amortization , a te.: J.lthougb it ia probable that the pbraical atructura 

Woulcl lUt 11&111 reara beyond the ..O-rear period, it i & beliaTad that Ohallgea 
Ill DIOchanical equiJII"nt, IIOda ot 11T1ng, ud denlo!ll»nta 1n tranaportaUcm 

and neighborhood chanpa 1n thi.a epan ot rear• do not juat1ty t ha conaidara­

t ion ot a longer perioc1. 

Toea or SarTi oe Charpa: Tha general pol1oy ot tax axeaptton bai ng utab­

llahecS tor loa r ental houaing in t he larger oitioe and tbl wide Tariaticm 1n 

t he tax rata 1n the -.11 oo-itiu matee it 41tf1cult to eetabliah u ae­

curata figure tar th1e itea. 

OPeration and lai ntell&lloa : !1!.1a it• 1no1u4u coat of blat , water, ltghtillg , 

Janitor Mr't'iea, repair& and maintenance, and rent ada1.n1atration. 

13, Loaa ot Rental anc1 Vaoanciu: !his 1tc 1a obTioua , J.lthough the nudl ... ot 
ncanc1oa woUld probably be l oor, it ia beUnacS that the loa a of rental woul cS 

be 11011awhat higher than nOl'IMl. ftle ...,1111t ot 1~ will probabl7 alloor eo• 

cuahicm tor .-xpaotad illare ... • 111 operating expanaaa, 

'r<nal: !l!.ia u .. rapreaanta tha al.nS.. rental requ1re4 to equal tbl oarrr­

'i'iii"Oharpa, It 1a 10bjact to chanp on aooount or the a441t1on ot tUN, 
inor eaaa i n tuture operating ooa1;a , or cSeoreua by reaacn or IUW14J or wr11;e-ott • 
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P1aca1 
1'et..r 

19:58 

1939 

19.a 

19U 

Total 
contribu.­
t iona 1'or 
t1ra t f our 
year• or 
pro gr .. 

Contribu­
t iona per 
,.ar after 
19f.l tor 

NET COST TO FEDJ!:RAL OOVERNI4EN'l' OF $ 1 , 000, 000, 000 LOW RENT 

HOUSING PROGRAM FINANCED EIIT IRELY BY FEDERAL LOANS 

(lll loana would be r epayable 1n full plua a t l east 
going f ede r a l rate or interest) 

Famlll' 
Dwelling . Unite 
Cone tructed 

50, 000 

62, 500 

62, 500 

75, 000 

Total 
Ca11ital 

Loqa (at 
t f.,OOO per 
1' amill' unit 

$200, 000, 000 

250, 000, 000 

250, 000, 000 

:500. 000, 000 

ADnua1 Contr ibut1ou Through Federal 
Appropria t ion• (each contributiOD 
beginning in 1'1rat year aubaequent 
to conatructio~ 
$ o? ot 2iJ o? 

capital capital cap 1tal 
coat coat coat 

$7 , 000, 000 

15 , 750, 000 

24, 500, 000 

' 

$35. 000. 000 

ts,ooo,ooo ts,ooo,ooo 
13, 500, 000 u. 250. 000 

21, 000, 000 17, 500, 000 

• • 0 , 500, 000 t3:5, 750,000 

t:so. 000, 000 fa 5 , 000, 000 

f&Ch 
~1,000,000, 000 
or bDuaiD6 Regraded Uclassified
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~,~.-- ..-....-. rw _,_ ..t.nau-- u.tw "'tao.nno,ooo .t.a t-­

•-n-1 ,..,, - u. 1'&1\11 ol u. laS., .. 1\a ... 1a j)l.edpd"' \MW 

P'l,..'-

l\~becl 1a a \able (IUI.tlt.\ OIM) •bow:iac U. -t.al• oMe•nchJe 

add U. .l.ncoee ~ ...,._.. mll.r \ll1a ton &Dd _, ot n~~&J.q1 -

uut.od •1\11 t.a. ra\&J.a &Dd ~ poOIIjHI rMebecl ..s.r aiat.l..llc t..uiu .. 

ot u. r-.raJ. O.Oonv ... .-.'" '""-' tae1llt.1ee ~ reaeA J.e. ~ 

~~ ..S We pla tdll. 

a 1a awai\ tecl tllat. the tara &Dd -1. ot 1Uba1(7 prorided -­

Wa b1U, .l.n ..tcl1t.1GD to it.e oapaeit,y to reaeJl low ,._ croupe, w1l.l 

t.-..1 to prod.- - a lower bo1ldlna ooat.e t.bola Ule capit.al ........ pi'O'dcled 

tv 1.a. f'lolllle lol'lta + •• •etr .. uoa, cad .l.n ..tcl1t.1GD will pro't'ide a -a. 

eore attMUw loMU&1 ........, bot.ll 1IJ)Cil t.l.nart.ul oponu.,... 011011 ..- tile 

4lareet.«r ot W..t.a -....... .l.n lloutJAa proJeet.e. 

IICrlOI N ~ lAo&Da to Uai\ed cl1't'ideed -..n1N tor lp•dACo 

&ell loau an w.\ to .....S 85.$ or U. Uftlo.-•t ooet., ...., to lleer a n\e 

ot la\-t. • tui'llllet. to at. l east. I.a. 10in1 , ...... l rate, ancl u.. DOt to 

..mol &all teeUUa\M U. n,.U VMat'W ot aiet.lAC r.s..&J. Ill "" 

l'ftJ..W \e 1oeal ..u.ritolu, ..s 1a edci1Uoe ee' ,_a UalW _._ 

el' au. JftJ..W r.a-....,. ~ •&Mritue- ... ,...~ 
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acn~ ftll.ft ..,. ... ..- u. •u..tt~r •• ,...... 1a --•uua 

ri t.ll u.e ... ..tdUoa ...S ~\loa ot ,......_ •• eouU ol"dUut}T '­

oooaterred upoa • •s.- eorpon\loa1 Qd -t• l'll aleo """ J'1tllt., 

..tu at d~. lloerN'r, t.be blU 1a • • 1 ~• obltacl.11 _,.,_u.., 

otbll' ac .. oh e la at.te.p t.f.ac w enrobo _,__, ~. u.dor otber 1\a&utea. 

SICTlOI T!ll ll'lUI -ron po .. r w 1101111) -t.raot.a b)' ..t.a1 -'-

8£CTIJU IOUIIJID ...S nrna eot. to~ detWt.a lqialaU ft '""""'""• 

delli!Md t.o prot.oct. \1» t 1M..alal pod\loa or t.bo AA&t.!lorU.r .. a l =dt., 

11•~• aad aleo *iuiii'O tiM perpot.oa&l l oor ,...t. .... tor ot till proJeot.l. 

It •leo ••t.l ro~ u • oouldor.UCIII la oat.eadlq ald, tllo~t. &I a 

MDdatorr proYhi oa, \lie ,..,,.t. Dad Ut.raot.or or 1-.1 -trlba\1- to.~ 

bo118 f.ac proJ .. t.a. 

lia:TIJJI llXTIII .. te Cortll bull labor 1 t.eadarde, _,.,.able t1 

81CTIOII I I YMS. aad EIGIITIII P"'"lde o ooplt.al 1 toelc ot $1,000,000 

tor t.he .t.ut.bol"lt,r, &ad aa eddl\laal. appropr1at.lca ot •~,000,000 w ooftl' 

eda1Dbt.raUon • ......,, &ad • .U .._ldl" ...U, \toe nrat. tow ,..,.. ol 

\be,...,_ 
acn~ IDJtiD ~ u. ,..., ... , la ~. 41Mre\loa ........ 
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lrt PI!IT.L.,. D'f&iP.ilD .dll 

l!m,IQ IIOOIIB 

Ooet Per looa tlOOO 

(OperetiJI& bp. 2.61) 
('hxn ~ 

4.51 

experience of the 43 l.,._rent 
houll.D« proJeeh of '1. B. J.. 

from 0. S. B • .A. •• 2t 60 7"• 
SublidT ~ 

C.pital ~Private •=•• 4i 30 71'•· 
o . s.B • .&.. 2t 60 ;rra. 

SubeidT ~ 

HouaiJI& Oad.er Waper-lltlagall 11111 
l~JI6 l!l( local taxea 

C.pi\al from O.I.IJ.J. •• at 60 7"• 
Subeid7 ~t 

t priTatl •=•• 4i 30 ;rra. 
t o. 8.!.J.. •• 2t 60 7"• 

SubtidT ~ 

Houa1JIC Oad.er Weper-llte..,U Jill 
Paz:!y tul} local t•l!l 
'epital tr,_ O.I.LJ.. • at 60 7"• 
Subeld7 ~ 

!lent 
per 

l2gt 

2.34 

3.34 

3.80 
4.80 

3.34 
4.34 

4.80 
6. 80 

4.34 
6.34 

bcoee 
Oroup 

I!&Cbl4 

&62 
eaa 

1112 
11112 

802 
1042 

Ul58 
1.3112 

1~ 
12112 

Coat Per lo• *''13 

(Ope:ratiDC bp. 3.48) 
( 'l'ane -ia.§Z) 

a.u 

3.12 
4.46 

5.07 
6.40 

••• 5 
5.78 

6.40 
7.7Z 

6.?11 
7.12 

IM­
otnp 
J••£bd 

~ 

~~~ 1 II 

1217 
1e:57 

1068 
1388 

1ue 
l8N 

1.HO 
1710 
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CO!t br 1pw tlQCX) coet ru 1pw !J" 
(Operati.JIC lzp. 2.61) (Opera\I.JIC lzp. 3.48) 
('f&DI !.22) ('faD• ...!d!) 

4 . 61 6.111 

lint IDComa llallt IDCo.a 
Par Ch'oup r.r Group 

lUI! 1!!1)lw4 IR.9JL I! '£be' 

C&p1ta1 t prl ... tl ICYCIZCII 4-f 30 7"• 
u.s.B • .L • 2t 60 rn· 

5\llla14J ~ 5 . 80 1392 7 . 73 181111 
6. 80 1Sll2 9 .06 21711 

of 

1'&1111& DO t.%11 4 . 60 110ft 6.13 1471 

Pa)'lD& t tan• 11.60 1344 7. " 1791 

Pa)'lD& 1'1111 t ax•• 6. 60 11184 8.79 2111 

ST~• 11rnd h bue4 on 110J:Wal 1'aa117 of 2 or 3 cbil4ren uai.JIC 4 roou 
and~"' ~ of 1DC- tor rnt. 
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llarch 2, 1937 

I spoke to the President this morning about the 
Wagner Housing Bill. 

124 

This is the President ' s formula : in six or seven 
years he want s us to bui ld a $1, 000, 000, 000 wor th of 
"slum clearance" . He used this phrase rather than l ow 
cost housing and he does not want it to cost more than 
$35, 000,000 a year . I said, Mr . President, this i s 
:llapossible. 1Well,' he said, 'see if you can' t work it 

.out. How have the English done it? ' 

He was terribly serious about the aatter when I 
showed him that what the Wagner Bill proposed was finan­
cially illpossi ble. I told him that if we did what was 
suggested in the Wagner Bill we would be simply doing 
what Hoover accused .us or doing, namely: setting up a 
double set of books. Furthermore, that under the Wagner 
Bill the proposed guaranteed bonds would not be worth the 
paper they were written on . 
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PAm' PROVIDES CUT 
IN RAIL WAGE TAX 

Tentative Agreement With 
Uniona Would Reduce Pension 

Quota~· I 
wolJ $;/IE $,~~ 
Plan, to a. ~ro;,;x •• 
In Concr••• if Aatifiocl, Would 
Retum $15.000.000 for 1tU 

125 
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TREASURY DEPARTMENT 
126 

IIDIOJWIDOU OF TliB D.Al' S ACTIVI­
TIES FOR IW\CII 1. 

.... .,. March 1, 19)7. 

1o1r. lloraenthau 

llr. llagill 

l· Texation ot nen-reaidopt aliepa. 

I hue e memorandum f'rooa Doctor Gourriob in wbicb he objeota 
atrenuoual7 to a tax on the transfer of aecuri tie a to end from non­
resident alitma at a rata or ) percent, on tha around• or diaeriai­
nation and the lilrelibood that the eeouritiu bueineu will be driftn 
abroad . Be does not addreae biaeelt at &D:f length to the question 
or • tax at a lower rate aa &. aee.na of prennting the inflow or 
foreign t'lmds, or to the otber auaaeation that a stock transfer tax 
on transfers to and f'rooa aliena be illposed at a rate equinl.ent to 
that ilopoeed on transfers between ci tir;ene, but with a ponr in the 
President to increase the rata under designated circumstaneee. 

I have also a 1111110randU111 from llr. Burgeaa, the last peregrepb 
of which ie ae follower 

"The 111ore one s t udies thia problam the more he is 
brpreaaed with the desirability or international coopera­
tion in dealing with it. Action on tbie point lligbt be 
considered ae iapl-ntine the tri-parti ta aereement on 
currencies. It eeeaa clear alao that the inveataent 
1114l'keta are llkel7 to be e crucial point in the problema 
ot credit control wbicb ell the iloportant nations are 
lllrel7 to t ece in succeadin& 110nthe. There ia 1111cb to 
be ea.i.d tor u!dng tbia topic e subject of intonoel 
uplorator,. consul tationa. • 

llr. Bryan of the Research Steff ot the Federal Reaarn Board, 
hae been giving further stll~Q' to the pon1bil1tiea of a tax on oapi­
tel gaina realir.ed b7 non-resident aliena. Ha thinks such a tax 
can be 110rked out in a auoh ai&pler fo'J"8 than the plana b1 therto 
augeeeted . He will discuaa bia plana further with llr. Kent and llr. 
Green of tbe SEC. l'ibat be 110rlca out UT be uaetul in the future 
even tboueh we do not plan to do &nTthillB with it this year. 

6_. Carritrt Tyig Act. 

At 701.11' auggeation, llr. Gaston oalled llr. larl,- at) P.ll., 
this aftal'DOOII, to add .. b1a or tba intonation carried on the ticlc­
er reaard.J.Jl& the proposed railroad rat.ireMDt plan. llr. Guton told 
llr. larq that the freuur7 J:..s not approYad the lec:iel&tioa U>d, 
indeed, would not ..-!.,. detailed into'J"8&tioo recarcling 1t tor ae•­
eral d11;7a. 
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Cvrltrt Tv1 M Apt 
Coat.l..znM 

I tiulq aaa~ed ill reaobillc llr. Latiaer about 5 P, ll, 
The eubetanoe ot wq CODTeraation with b1a appeare ill the attaolwcl 
•..orand,., 

DD1tad Statt• Cb•ebN ot Ooaerce. 

1· Repreeentatine ot the Cbaaber ban aelted .. to apeak at 
their aDD>al -tine c. April 27th, Ie it wortlnohile ~ the 
TreaeUlT'• poi nt ot Tin tor .. to do aol It DDt, I ehall deol.ine 
tba inn tation. 

Enclosure. 

!27 
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RB 

Secretary of State 

··.aahington . 

105, Uarch 1, 6 p , m, 

GRAY 

London 

Dated !larch 1 , 1937 

Rec'd 3:45 p , m, 

I OR TR..,.t,3URY :>ROM 3!1'I l""R'YORTH, 

128 

london press reports substance of iir . Landis ' rem3rks 

in 1<.>cton t o which the Til:""S replies as follou: "recent 

ad•tic a f rom the United .;tates r egarding the influx of 

for~tsn capital i.nto America indicate that the United 

Stat~s Treasur! is f indinG t he frami~g of regulations 

ddsigned t o check the movement a mat t&r of considerable 

dlt!'ic Jlty, The concern f elt by the Presi dent and soma 

of his advisers over ' hot money ' is thought by some of 

t hoBe well acquainted with the subject t o be needlessly 

exa~&erated . Apparently ashington fears the possibility 

of conditions arising similar t o those which existed in 

Gre ·~ Srttain in 1931 wber heavy withdrawals of foreign 

o·~ned capital raoidly exhausted this country's gold stock a . 

But the United states as the holder or about one hal " of 

the world's gold stocks is in a position where she could 

fa ce w1th equanimity any dra in likely to be made by f oreign 

holders 
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RB -2-#105, !larch l , 6 p . m. from 
London 

holders of American balances and securities upon her. At 

t he conference of representatives of the United States 

129 

Treasury and the Banks i t has been reported that three 

courses or action designed to check the ' hot money' movement 

have been discussed--namely, a tax on foreigners' capital 

gains , a heavi e r tax on ~oreign income derived from American 

securities and a special tax on transfers . It is known 

that the application of either of the first two bristles 

wi t h difficulties and t herefore the thirdpossi bility because 

of i ts simplicity, is considered to be more likely--that 

i 3, H t he ·.'la~~tngton Administratiol. ts de termined t o adopt 

restrictive me~ cures of some kind . At t he present stage 

any for ecast of t he kind must be a matter of conjecture 

but wer e the transfer tax adopted it would hardly affect 

securit ies already in t he name s of tore ign owner s . ln any 

case i ts adoption would in the opinion of the market have 

no material effect upon the volume or internationals tock 

market tradi ng . 

Meanwhile it is of interest to refer to certain unfore­

seon developments that have follow ed the various regula t ions 

of a penal or restrictive nature that have been tmDosed upon 

' iall 3troet by the Roosevelt Adllltnlstratlon, For some time 

past t he volume of deal i ngs i n London i n Ameri can securiti es 

has been 
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RB -3~; 105, March 1 1 6 p . m. from 
London 

has boen steadily growing . Excluding shares such as 

I nternational Pickel , Brazilian Traction and Canadian 

raci!ic , "hich, while dealt in in the Am~riean market, 

are not those of American companies and in which the 

~u~opean interest largely predominates , there is a host 
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of shares of companies of United States domicile some of 

which are mere nomos to the average British .nvestor in 

which business is now- a- days transacted freely. ~xperionced 

mombors of the marke t estimate that more than fifty per 

cent of tho buoincss dono today in the American market is 

on bollalf of .'-"lcrican investors . ~vcn tho not incon-

sidorabl o business which is done bore on continental--

moro partlculnrly Amsterdam--acount is believed to em~nate 

l argely f rom l'ew York. The main considoration which has 

diverted the busln.ass f rom •.all 3troot has been tho desir e 

or .\m..lrican opcrotors to c scopo tho capital appreciation 

t ax. " 

ATH""R'l'ON 

CSB 
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llarcb 2, 1937 

L I&Ye tbe President the at tache4 htter in re1ard 
to the Railroad Retir .. aat allow&Dcea. Be only read the 
first sheet and he said, •I know all about it. Get hold 
ot Altaeyer &Dd Latimer and 11&1111 and Bell &ftd....see 1t 
cannot thrash it out in your ' of!ice and then report back 
t o me.' Be made me take back the attached letters 8ftd 
wou.ld not keep tn ... 

Regraded Uclassified



;m, 
v 

TME aECIUTAIIIIY 0,. THE TIIIIEAaUIIIIY 

WAeHINOTON 

Mt.roh 1, 19&7 

ll,y d..,r llr . President, 

the teutat1- aqe-': 'llbioh repree...-t1ne ot the railroade 

and ot their e.ploye•• han reeohed , without t1ret oonaultiJic 

wl.t h tht tr-.eury or the !Nreau ot the Buds-to 

Mr. ~111, llr, Bell aDd I are nry II>Oh dieturbed , 

beoeu.• it tbe av ....... t beoOMe law, tht rr ... eur-, •7 ti.D4 

1tMlt ~ .. tTOO, OOO, OOO and taoo, OOO, OOO out ot poolaot. 

In view ot the Mrioume .. ot thil dtu&tion -.y I 

• 115&••t that you oall & ocmterenoe at >ftioh Mr. Lat!JMr , 

llr. Mt.pll, llr , Bell and •••lt •1 be preeent eo thtt • •1 

t&lte up tbe ,.,ole q_eti.., ot tbe tlature poliO)' 1n reprd to 

railroad retu-t &llo...,oee. 
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THE aECIUTA"Y 0~ THE T"I:AaU"Y 

WA8H I NOTON 

ldr . llurray L&tl.lller , Ohail'lii&D ot the Railroad Retir-t Board • 
<>~.lled to "" Ill'. llagill and Ill', Bell rhunday afternoon, Febnary 2&th, 

!Ia told thea that ho had an appoint.mt with you tor tho tollowin& 

Ml'Ding at 'llhioh he expected to intol'lll you ot the tentative agreement 

betlleen repr .. entati vee ot the railroad• and ot the railroad brother-

hoods tor a ,.,. ~ ot railroad retir.....t allo..,oee, !Ia eaid be 

did not oxpeot to go into tho dataib ot the agre-t with you but 

morely to advioe you that an agreOIDIOllt had been reached . 

Jlr , L&tu-r atated th&t einoe the tentative agrH.Mnt bad juat 

beon reached, be oould not aubadt to t.'w Treasury a detailed atat-..1: 

of the aot~arla1 oo~~putationa ot the allo..,cea 'li\loh 1r0uld beo00111 

payable . !Ia promised to eubadt a -randllll ahow:l.ng theae detaile to 

-ble tbll !ree....-y to detenolne .nether the propoaed taxi.D& prorlalcma 

are adequ&te to meet the d~a upon the Treeaury under the propoaed 

no• Railroad Reti.r-t Act. 11>til tho 'l'reaaury hat thia 1ntorat1on, 

• :;an not, ot oourao, &dvite you .nether tbe tciatin a.gr~ 110uld, 

1n h.ot, neoe .. itate payment• out ot the c-ra1 f'IIDda beyond the re­

ooipta trcn the propoaed ta.xing e.ot, 

Ill', L&t'--r cl1d, bc_.,.r, adviea ua tbllt the egr~ oont.,.l&ted 

that tbll rail.ro&da 8bould 110t be required to paT over to the 'f'N&aury 

the QIOIIDta 11bioh th., lave oolleeted tr• their ..,.1~- prior to 

Januuy 1,191T llllllar ~ pre....tl Ot.J'riera 'l'ax1nc Aet, nor the uollllta 

13~ 

Regraded Uclassified



10111oh are due trom the oarriera themaelvea prior to Jan~ary 1,19~7, 

under tho etJne Aot . The total amount eho'lll in the Budget tor 19~7 

and due under the C.rriera Taxing Aot 1e tlM, 600, ooo. lloraover , the 

tentati ve •&re..-.t providea tor total taxoa of 6 percent ot the railroad 

payrolla for the next three years , 'llhare&a the exiat~.D& rate ot tax totala 

1 peroant. \'he propoaed tax would not re&oh 7 peroeut until Jan~ary 1, 1949. 

~. Latl.mer tinally atated that hie oaloulationa aho-.ed that tho preaeut 

..,rth of the propoaed retirel:l8nt allo-.noea would e""eed the present mrth 

of tho propoaed taxoe by at leaat t 7oo,ooo,ooo, a.nd that it •• expected 

that this exoeas ""'uld have to be met out of the general fllnda of the 

Treasury. He oontlll!lplatea , in faot, tht.t the amount will be DBde up out 

of en estimated exoeas of colleotiona of Sooial Seourity taxea {to whioh 

the railroad and their employees will not be aubjeoted) over the benefita 

to be paid under that Aot. In other word a, the tantati ve avee::>ent oon­

te:rplatea that other -.ploy .. • .,bj.ot to the Sooial Seourlty taxea ahall 

~· up thia t7oo,ooo,ooo ditferenoe bet.,.., tha benetita 'llhioh ithe rail­

road employeea wish to reoeive and t he t&Da W.ioh the oarriera and their 

e:oployeoa wish to pay. 

~ . 

/"h\.~ I ..,/- / "!? 7 
~-'{J P.h/. 
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TREASURY DEPARTMENT 

WASHINGTON 

llarob a, 1137 

OOII'IIIDID u !'HI mu llliiU, !lml!li.T, lWICil a, 
1937, o• !'HI W401111 liDOS 1m JILL 

-oOo-

'l'boee preeen\ llllidll the Prle14ent were \be Seore\ar7 of 
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the 'l'ree.eurT, Seoretaq loleta, a-tor W~~Pir, ltr. Jahl)', ltr. llallollald, 

llr. Prl4eriolt Dll&Do, lfr. ~ell U4 three people troa a-tor W~~Per' • 

office. 

!he PreelUili aiartl4 the 411CII:lll101l '117 ~ \bet be ba4 

not b1e11 o'llr the W"Per !Jonaillc Bill , and had. not 4laouaal4 ih 

!I.Danclal proTielona other tbml with the S10r1tal')' of \be !Hulu7 

-.rller ill \be "-7, but \bat be waa quite aailafil4 ill llla 01111 111114 

tbat tlllo A41oiniatrailon .,., elllbarl< 1JPOD a procna wblch would q•ct. 

over a period of from tour to alx )'I&Z'a, tbl total .,.. of one billion 

dollare tor 1-ooat hauillc. Be tboncbt tbat thl eau .. te of 

$200,000,000 for 1938 .... too ~. wt thai probabl7 attar \be pro­

cram ... aiartl4 .,r. than tbat .... cpt 'Ill ..,.., ill later )'I&Z'Io 

He aald tbat the S.ore\&17 of the 'freatiU17 ba4 ralaed thl quailon 

&I to whwe the or..,Ucation to buldle the new haulllc Procr- would 

be located. '1'hl PHeiUilt'a - to illla quailon ... ihli it~' 

TlrT well lie ill~_.._, lllllll ihl reorrt•a.aUon llill waa IIIPI'OTIC. 

after wllloh H abo'l>ld so to \be hllllo Worl<a ~t, or ihl bou-
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~ orp~~b&UOD ooal4 etUl operah lA4tipUcleol\l;r wt -tract 

wlth thA Public Wor!ta ~t for thA OOIUitnoUOD of thA pro­

Jech, He &leo ea14 that there were ~erh oa boql.ac t~t 

the Government au•Yioe, IJuch ae those 1n the h.bUc Wortce .&dJI1o1a­

trat1on, t he treaw.r;r, hlleral Houat..ac , etc. , who llhoul4 be u&ll 

on an:r P!'OCJ'UI a40pt&4. 

!he Predllent W.. aa14 that hA hall no u. .. to &0 into the 

details of the bUl wt he wantl4 to wcceat that thA croup "' into 

the cabinet roo• aa4 thAre Iliacus in 4eta11 th fin&Acinc prOYbtou 

an4 try to worlc out a wa;r in which the progaa coul4 be SOWI417 

f1nance4. He annouooe4 that Senator Wao>er wou14 pree14e OYer this 

-t~. !he CI"'1''I thu proceeU&l m thA cabl.aet rooa. 

s-tor ~er etarh4 the 41ecua1on b;r aa:rl.ac that hA unller­

etoo4 that thA onl:r feature of thA bill to be 41aouaee4 in this con­

ference was the ODe of finace and that hA woul4 like to hoar fi"'a 

tha Secretar;r of tha !rea....-:r Oil that •Uar. 

!he Secretar;r 411cueee4 tha f1n&Dclal taawrea ot: the blll, 

~ that ae he un4erstoo4 it, the propoeal prOY14e4 that tha 

GoY8rllant WOD14 nennatl:r contr iwte o• btllion 4ollara of Oo.,...,_ 

JMnt tnnlle to oonatnot thee• houl.ac proJects aa4 ct•e u- to the 

co~t;r, '!hie belJIC the case ha 414 not see how the Ull1h4 lt&Ue 

Govarn~~ent c0Gl4 poeetlll;r I!PPrOY• a propodtiOD that wOGld perait 

t hA 1uunce of ollll.&atlOU c-rut .. 4 ae to both Fl.Jictpal -' 

interest ll;r the Qovarna-nt. If tha .. ob11p t1one are le...-4 in thle 

13~ 
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.....,.., tb87 wollld not, of ooune, be &dded to the public debt of the 

Ullihd Stat .. , )'at ill Tiew of the fit.q aecur1t7 babilld t.bem the7 
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are 1uued al.aloat aolel7 on the credit of the tlD1ted Stahe Oonnuoant. 

'rbl.a aicl1t ban the effect of tbrowillc - dD'clbt 011 all of the other 

guaranteed bonda ouhtand1DC• !be Saorata17 procmced a atat_,t to 

abow that the tlllited Stat .. OoYe1'111118nt would l!pProprl.ate a IJWII of 

approV.,.tel7 $35,000,000 a JMr for a period of aix17 Je&r•• which 

would reprea.,t illtereat at * on the outat•ndtDC obllc&tiona and 

amortisation of 1~, & total of ~ !be total coat to the OoY~t 

over the aixty-Ja&r period would be IIPProxtmatel7 two billion 4oll&ra. 

Sell& tor Wac:ner ......, aeid t hat be na not ao particular about 

the flll&nG11lg proviaiona exoept that be realised that it would be 

d1tf1cul t to 1et an appropriation tbroucb Concreu each Je&r ill the 

11111 ot $200, 000,000 or $250,000,000 wblnb would be r~ed Wider hie 

bill. Be tr&llkl7 adiii.Ued that thla -• ot f1.n&llc11l& na cl.eolcl.ed 

upon ill order to f""U1 tate lh puaace tb.roiiF Concreaa. 

!he Secretary ..._ &aiel that he dicl. not believe &117 -cenCJ of 

the OoYel'llDtllt could ep1111cl. $200,000,000 a Je&r on low- coat boua11lg, 

&lid poillhcl. to the fact that vr. Iolc .. ' or~1lati011 b&cl. b&cl. 011e 

bw>dred &llcl. fitt7 111111on 4oll&ra onr the put three Je&r• for • 

houaillc procraa, all of which 1e not 7et epent . Be &4a1 Ued that 

Mll7 proJeoh w- tied up ill Ut~Uon ucl. \boQcbt that lll.cht alec 

be the oa .. ill thla procr-- Secr•t&rJ Icua na rather rel'IIGt&llt to 

av•e that t300,000,000 ooulcl. not be eput u=ellJ tor thla procr-

Regraded Uclassified



138 

-4-

.&. ceneral cliaoudon \hen took place, one of s-tor 'lacner • 1 

aaahtenh a\hap\1Dc \o explain Jut how a proJeot woald be f1nuoed 

UDder hie prQpOae4 bill. .lt\er the cliaouai.oD waa o.oar I clid no\ 

feel that AAJ one ba4 a olear p1otnre ot Juat how the prOYiaiona of 

thh bill would OP&rate. 

!he Seoretary W.. aaid that what waa woM')'1nc h1a •• u \ o 

how tar the 1ln1te4 Statea Gon1'111118Z1t oould r;o 1n inoreaatnc ih ex­

penditure pro,raa. 'le are now 8p&llclinc at the rate of about ?t billion 

4ollara a )'Mr ud he teele t.hat thia Oll&ht \o be the liait. lie &lao 

e;rpre11ed a teel1Dc t.hat AAJ tlmu to be e;rpen414 on bouatnc which 

are 1n the nature of aubaicliea, abould oo• direotl.T troa the fre&IUJ7 

ud be a part of the ,eneral bud&et picture. lie tboueht 1t llipt be 

pouillle to out down aoM othar procraa within the 7t billlon 4ollar 

l1m1tation and proTide the tlm4a nao .. a&r7 to tiDaDCe the pro.obiona 

of the 'lapar llau.einc Jill. 

llr. Deluo tiNa epolca "P and aaid that we ba?e bee apendlnc, 

dnrillc the put thrH )'Wore, a cr-t deal of _., on pod roe4e 

thr~t the o01:Ultl'7, ao• of whiob -• Ulldar .-rcancr apprOPriation 

ach ud require4 no oontribution troa the Sta\ea, while the recular 

•nnaal ~ ware on a t1rtr-tUt7 haah. lie 110Dd.are4 wh7 1t would 

not be poulble to out down on the &llll\lal road procraa aa " •- to 

adYaDce quite tar 1n thia dlreoUon, and prOYide tor •-1-•' 
bouainc tor the o1\f pqle, lettinc t.ha raral people, eo tar u C004 

roa4a are oonoerne4, co o.oer tor a period of tamr or f11'e Je&r•• Be 
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int1ate4 in hie '-lk Ulat n lll.cbt w• -•ldn JIIILUI.zlc u.a 

bo\al.zlc bill OD \he - buh U the roa4 bill, blwl.zlc the liat .. 

contrlbutw ~ ot \he oowt, \he taDU to be epporUone4 to the 

Stet .. in 11pProziaatel7 \he - -er u the coot roa4e tanu. 

13~ 

!ha oonter-e tlla brob liP nth tu ...uer.t .. dtnc u.t I 

wcn&lcl • ....,e7 the procr- laid 401111 in tu 1938 llll4cet to - 1rhe\bar 

or not uq ot Ul.a ocn&lcl be re4Doe4, \he ~te -inp t~ lddob. 

ccn&lcl be u .. cl to tl.Jumce the ]11'0Yh1onw ot the IIDuwl.zlc bill. 
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March 2, 1937. 
lOzlO a . m. 

14(-

B.U.Jr: Hello 

~SfiUtary Hello Henry, how are you? 

H.J.! . Jr : Harold, I was just over to see the President ••• ••• 

I: Yes. 

H. 'l.Jr : 

I : 

H. v .Jr : 

I : 

ll . li . Jr : 

I : 

H.U.Jr: 

I : 

1 : 

H.U.Jr: 

I : 

H.M.Jr : 

I: 

H.U.Jr : 

I: 

••••• on the financial aspects of this Wagner Bill. 

Yes . 

I think you and I are goi.ng to be called over there 
at 11 to meet with Wagner . 

Yes . 

I ' d like very much if you could meet me in the 
Cabinet Room at a quarter of ll and ltd like to 
co over our figures and tell you just what I told 
the President. 

l enry, I a sked yesterday to have an analysis of 
that bill made for me . 

Yes . 

I wish you'd wait until I know something about it. 

Well here's •••••• 

I couldn' t this morning anyhow. 

Well you - you would if the President went and 
called you at 11. 

What? 

If he sent you for 11 to meet 1vi th Wagner and 
himself. 

Oh well if the President sends for me, of course, I ' d 
drop everything. 
Well I mean I understand he ' s sending for both of us •••••• 

Oh I see. 
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H.JI .Jr: 

I : 

R. \I .Jr : 

I : 

H.W.Jr : 

I : 

H. :.I .Jr : 

I: 

I : 

H.M.Jr: 

I : 

R.U.Jr : 

I : 

u . u .Jr : 

I : 

H.Y.Jr : 

I: 

H.M.Jr: 

I: 

H. LI .Jr : 

- 2 - 141 

••• • •• at 11 and I Just wanted a few minutes with you 
before . 

Oh, well I 1ll trv to do that the 1 t , n - e me •• •• •. • 

Now I ' ve got - hello 

Yes . , 
I ' ve had a summary made here in 8 hours with 
Keyser ling • .•• 

Yes . 

Wagner ' s Secretary. 

Yes . 

And it was made- he ' s approved of our summary. 

Yes . 

Now i f you want to, I tll send it over by Special 
Messenger to you. 

I wish you would. 

Ah - it took our boys 8 hours to do it . 

Yes. 

But Keyser ling - you know who he is - Wagner's 
Secretary • ••• 

Oh yes, yes, I know. 

He - he dictated this thing . 

Yes . 
And he - I mean there ' s no argument about wbat ' s in 
it. 

Well all right. 

Supposing I send it over to you qui ckly . 
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I : 

H.Y.J r : 

I: 

H. I.!.Jr: 

I: 

H. ·• .Jr : 

I : 

- 3 -

All right, send it right over . 

And do you want to meet with me for a few minutes 
before ••••• 

142 

I ' ll try my best to. I 1ve got some people 1n there 
now by appointment if I con get through in time . 

Well I - will you let me know? 

Yes, Itll let you know. 

O.K. 

All right. 
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n.'4 .. 1r : 

H.:I.Jr : 

;, : 

1. ". Jr : 

H. ~d . Jr : 

/\ ! 

H. ll .J r : 

f. : 

R. 'J .Jr: 

.r.: 

H. II .J r: 

f, : 

R . IJ .Jr : 

A: 

R.M.Jr: 

... 

Hello . 

Mr. Altmeyer . 

Yes. 

March 2, 1937. 
10:20 a .m. 

Henry Morgenthuu, Jr . 

Yes, bow are you? 

143 

I •m al~ right. Mr . ~tmeyer, I 've just seen the 
President about this railroad retirement thing, see? 

Yell . 

And be asked me to get in touch with you and 
Wr . Latimer and ask you vmether you could come 
over to the Treasury and sit down With Magill, 
Bell and IJIYself. 

Sure, be gl ad to. 

And see if we can •t thrash this thing out and 
then report back to him. 

~1 right. I understand t hat Latimer is sick to-day . 

Yes. 

I~~ cal~ his bouse to see i r he wi~ be able to get 
up this afternoon or di - wo~d you rather - wo~d 
you be wi~ing to wait till tomorrow? 

Ylel~ - ab - if a msn • s sick I will but I 1 ve got a 
tough day tomorrow and I ' m free this afternoon. 

~1 right, I ' ll call him out at his house to see 
how bad off he i s . 

Well the that wo~d be best for me wo~d be 3 : 15. 

3:15. 

Co~d you let me know in the next ten minutes? 

I ' ll l et you know right away • 
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a. •J . Jr : 

j.: 

H.Y.Jr : 

" .J.: .Jr : 

J, : 

:t.:.: . Jr : 

R . ~ • .rr : 

' 0 
0' 0 

E.'' . Jr: 

.. : 
H. I.I . J r : 

144 
- 2-

And then I wanted to give you this - I don ' t know 
whether you saw the story in the Wall Street Journal 
or not. 

No. 

Ylell it Is on the left hand front column and I I m 
fearful of the effect this story will have, see? 

Ah-ha . 

And what I ' d like to do if it was agreeable to you 
two gentlemen would be, if you decided to come - let 
us kno~ that you were comin& to the Treasury, see? 

Yes . 

But I ~1ouldn • t do that unless 1 t was agreeabl e to you 
and Latimer . 

Yes . 

See? 

1 111 get ahold of Latimer right away and call you 
back. 

Because I mean Ilm terri - ask somebody to get you 
the Wall Street Journal - front page, f irst column 
on the left band side. 

All right • 

All right, thnnk you. 
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operator : 

H. 'J..Tr : 

Altmeyer : 

H.!l.Jr : 

A: 

P. .M.Jr: 

A: 

A: 

l! . ll .Jr: 

A: 

H.li.Jr: 

;. : 

I! .Ll .Jr: 

Go tihend 

Hello - hello 

Hello . 

Yes . 

Mar ch 2, 1937. 
10129 & oli o 

I just talked with Latimer . 

Yes. 

Be' s in bed but he says that if - if you consider 
it important to meet to- day he ' ll come do'IU'I r.nd 
be t here at 3 :15 . 

Well do you mind -well what ' s the matter with 
him? 

Well he 's got a heavy cold . He talked in a 
muffled tone but he says he thinks he can make 
it and he hopes he won't i nfect the rest of the 
people . 

flell {aside - Latimer) 

Hello 

Well I was just thinking - what do you think. 
I don't - I don ' t want to be responsible for a 
man getting pneumonia . 

Oh I don ' t think it 1 s as bad as that. He said he -
it was a heavy cold &nd he thought if he stayed 1n 
bed to-day he might be able to shake it of f but if 
you think it's important I •m sure that he ' ll- he 
would want to come down. In fact I have already 
arranged for him to come dovm at 3 :15. 

HS 

Vlell you see the report that Bell gives me that 
as far as the Treasury is concerned it means it 
would involve seven or eight hundred million dollars. 

Vlell eventually it might run up to - as I recall -
around 600 million as the - depends upon how he 
est imated - it DillY be 300 million ..nd i t may be 
600 million. 
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H.!.I.Jr : 

A: 

H. l' . Jr : 

; . 
l! . ll.Jr : 

A: 

H. .Jr: 

A: 

!' . " . Jr : 

.t: • • Jr : 

A: 

a . . Jr: 

l46 
- 2 -

Hell -I-I-I - after all I don ' t know Latimer •• •• • 

Yes . 

•.•.• und the feeling that we have here i s t hat they ' re 
holding out on us . 

1.h-ha. 

But we haven ' t got the facts r.nd we can• t get the 
f cts . 

~/ell all I - all we know about it over here is bat 
L• timer subcli tted u mecoru.ndum to the Board and, 
from a Social Security standpoint, we think it' s 
u sound propos! tion but we didn ' t go into the fiscal 
end of it at all . 

Yes . 

And Danny mentioned about the r ate of interest and 
that sort of thing - none of that did we consider . 

Yes . 

/md I th1nk it is !mport~nt t hat the whole t hing be 
t hrashed out •••.•. 

Ylell :::ocial Security - 1f you're going to start rer:~1 tting 
one percent to special groups ~here are we going to 
end? 

.. bat - Tlhat di d you sr.y? 

If you ' re going to give bock rebates of one percent. 

\/ell there ' s no rebate -we - • mude it clear in our 
memorandum in reply to Latimer ' s that they ' d have to 
consider t hemselves an integral part of the Social 
Security program. 

!i . IJ .Jr: Yes . 

Now that i s they couldn' t in one branch ask to have 
the protection of the Social Securit y system and in 
the next br eath ask to have a separate set-up. 
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Well that - that's t he point. 

Yes . 

I r eally think it l s t erribly important from 
both your standpoint nnd ours and Bell and Magill 
are very much exercised over it. 

Ah-ha . 

So if he 's well enough lct •s have i t . 

All right. 

Now what about letting the people know you ' re 
cominl:? 

That ' s O.K. anyway you want to announce it. 

That ' s all right? 

Yes . 

\'/ell thank you very much . 

All right. 

Thank you. 

Goodbye. 
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Say, I've- I ' ve gone over all that correspondence •••.• 

Yes • 

••••• and I find that all of our technical advisers 
overchere are against letting you have that llo . 5. 
It ' s right at the north gate and we have plans for 
expansion of our own housing f~cilities . 

Ah-ha. 

And they - they have - I think you turned down 
all but No. 5 and No . 8 at one time and they have 
agreed on No. 8 which is on the railroad and the 
waterfront . 

Well - ah - ah I remember there was something 
the matter with the footings there, weren't there? 

No, the thing was that I think I - you had some 
$600,000 appropriated and you claimed that the 
highway - roads - that you would have to have an 
overpass would cost $70,000 which would run your 
bill up to $670. 

Yes. 

Well now the highway thing I think can be eliminated 
through our channels because we 1re building some 
new roads right down to the approach. 

Well who is - wbo has it in charge for you? 

What is it? 

Who could Admiral Peoples talk to over there? 
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Well I think he'd better talk to me and to General 
Craig. 

Talk to you direct? 

Yes . 

I ' ll - I 1ll have him ask for an appointment to 
see you. 

Allright • 

How's that? 

And I •ll tell you. This - ah - when you started 
out we would never have given you or let you inspect 
the No . 5 site only on the impression that it was 
200 by - 250 x 300 feet. 

Yes . 

Now they say they need ten acres and, of course, 
out at Fort Knox our ten a cres - its developed 
into 112 acres because you find , which I imagine 
will be true up there, that you have to have housing 
for your men and your employees and all . On this 
No.8 site, Henry, ••• • •• 

Yes • 

••.. if you- if you- you can have all the acreage 
you want .... 

Yes . 

And plenty of room for housing end its on a highway. 

Yes . 

A bi-pass to a highway that wouldn ' t interfere With 
uny traffic . 

O.K. 
I think it Will work out all right. 

Well I t 11 teil my DOys to get in touch with you 
direct. 
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f, : All right . 

H.t! . Jr : And ••. 

1'/: We ' 11 - we 111 t ry and vtork it out I think satisfactory 
to you. 

B. M.Jr : Well thanks very much. 

• : Goodbye . 

B. r . Jr : Thank you. 
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illTING ON RAILROAD RETIREKEliT March 2, 1937 
3 :10 P. ll . 

Present: 

H. :.I . Jr: 

;.lag ill: 

La timer : 

Magill: 

H. :A . Jr: 

Magill : 

Mr . 1Lag1ll 
llr . Oliphant 
Mr . Bell 
llr . Gaston 
Ur. Murray La timer 
Mr. Arthur J. Altmeyer 

If you {1Lag1ll) will tell your tale of woe •. • • 

Well, we were disturbed by this announcement coming 
out as it did on the ticker yesterday to the effect 
that there bad been this tentative agree~ent between 
tbe r ailroads and the employees respecting r ailroad 
retirement allowances. Did you {Latimer ) see t he 
announcement? 

This morning? 

Well , the same came out this morning - the same thing. 

I draw llr. Alt meyer 1 s attention t o tbe story in the 
Wall Street Journal . 

Yes . Similar story in the Times . 

I t was s te ted, I think, more or less as an a ccom­
plisbed fact that the railroad executives wer e being 
called in on llarcb 9th to agree t o this proposed 
plan, which provided for lower taxes upon the em­
ployees and the carriers, so tha t consequently the 
railroads would be able to show an increase in their 
earnings during 1936 , since they bad included on their 
books charges for these protective payments under t he 
present t ax, which payments would not now have to be 
made. 

Well, our difficulty about it came 1n this fashion. 
About the first of February, it was agreed t hat the 
Carriers Taxing Act , carrying the provision for a 
total t ax of s even percent on the payrol ls, should 
be extended for a period of ot least a year. The 
Act would norma lly have expired on February 28th. 
When we went up before tba Committee, Mr. Latimer 
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informed the Committee that the carriers and the 
railroad employees were then engaged 1n negotiations 
under his general supervision looking toward an 
agreement upon a new retirement scheme. 

There were two points, as I understood it from that , 
as matters stood at that time. First, that this 
agreement contemplated the payment to the Treasury 
of the amounts which were due under the existing 
Carriers Taxing Act and which we were trying to 
get extended - those amounts totaled about 1)5 
millions of dollars - and tne dismissal of the 
inJunction suit wnich the railroads had brought, 
and which tie-up prevented our collecting under the 
tax for the time being. And tnen, secondly, tha t the 
retiring allowances wnich were being negotiated 
would be of such an amount tnat the tax would carry 
the allowances . And it was contemplated, as I under­
stood it - a s I read the his tory of the thing, the 
reason why the Carriers Taxing Act had been given an 
expiration d ate of February 28 , 1937, was because no 
one fe lt sure of exact l y how much money would be 
required to carry the allowance . L!r . Eastman, I 
believe, testified - L!r . Latimer testified that the 
necessary amount would be somewhere between seven 
and something over ten percent of the payrolls . 
So the r ate of tax wa s f i xed in the Act at seven 
percent . 

•'iell t hen, on the basis of this assurance from lolr . 
Latimer and our request - the President's request 
that the Act be extended, the Ways and Means Committee 
went ahead, and tne Senate went ahead - the Bouse and 
Senate «ent ahead and extended the Act and the Presi­
dent signed 1t on February 27th, I believe . 

'l•ell, I think - if you don ' t mind, I think you 're 
a little modest; I think the Treasury carried the 
entire ball on getting it extended . 

Well , we di d ; we did . 

Ne carried the entire responsibility in getting it , 
as I say . 

Nell then, at about this time - I hadn ' t beard any­
thing further of these negotioti ons, so I called up 
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Mr . Lctimer to ascertain how t he negoti ati ons wer e 
coming along, and par ticularly a sked you (Latimer) 
about t his 140 million or 1.35 million; and then 
discovered for tbe first time , to my considerabl e 
alarm, tha t the r ai lroads and the employees had 
just decided tha t they wouldn't pay this 140 million 
to the Treasury which is due under the l aw that is 
now on tbe books , and t hB t furthermore this retirement 
plan had been devised with a lower rate of tax than 
that at present in existence, only r ising to the 
present rate of t ax 1n 1949; and further tha t i n 
any event the allowances t o be made would exceed 
by nearly a hundred percent, as I unders t and it, 
the t axes to be pai d . That is, as I understood 
your calculations, tnat tne pr esent value of the 
taxes which are to be collected were - well, to put 
it the other way , the present value of the allowances 
t o be pai d exceed t he pr esent value of the t ax to 
be collected by something liKe 70v million. 

Oh no, no . 

I think the way you put it, tha t if the railroad 
employees had stayed under the Social Security Act, 
they would hcve paid 800 million in pr esent worth 
and would ha ve received a billi on and a ha lf in 
present worth . 

Yes 

And tbst the idea of the new Act was to preserve 
tha t a s a differential • 

• llo, not t hat same one . 

or course, there again, you see, we are in trouble, 
because we have never seen any of the actuar ial com­
putations under the thing a t all . We haven ' t the 
remotest idea 1vnether the tax will carry the allowance, 
or whether we ' ll have some thing left over , or whether 
we ' ll be in the hole . We knoN we ' ll lose 1.35 mill i on­
or r a ther, a hundred million, about . We don ' t know 
how much more we ' ll lose . 

And what bothers us about the wnole situation i s that 
we are obviously put on the spot . Here we ' ve got a 
taxing act waich we•ve put through; it's on the books . 
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Now the railroads collie out with - or somebody 
comes out with ~eat gusto and announces a new 
plan which is a gift to the railroads or a hun­
dred million. And presumably we are going to 
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be chasing down to Congress presently with a 
completely different taxing act and saying, "Well, 
boys, what we asked you to do a month ago - just 
erase that. We were misinformed, and we really 
don ' t want to tax them that much. You just t ax 
them a little less and the - everybody will be 
happier and the Treasury will pay the difference . • 

Anen I Clade the statement which I did in the House 
Ways and Ueans Committee, that the taxes were to 
be seven percent and were to begin on ~arch f irst, 
and the injunction suit was to be dismissed, I was 
merely stating wnat had been the agreement arrived 
a t by a sub- committee. 

Now, there happen t o b e three different groups : 
tne railroad labor orgon.izations as a whole, the 
carriers as a whole, and they appointed sub-committees -
I mean a comm.ittee, cons.isting of presidents on each 
side . And then that committee appointed a techn.ical 
sub-committee, which sub-committee I •ve been working 
with . 

hll the figures supplied by us.. ..... Of course, 
our function was a purely techn.ical one . Re were 
instructed by the presidents, on the bas.is or the 
actuari&l calculation~ t o sube~it to them the cost 
of &ey particular plan they put up to us . And 
up until the last stages, nothing at all had been 
said about any different - about any tax less than 
seven, although some conversations had evolved around, 
not whether the tax wvs to be less than seven but 
wnethor it was to b e more . And the sub- committee 
had spent most of its time trying to cut out benefits 
in order to g et it to the point where a tax of 
seven percent would furnish support. 

And .it was only when the presidents' committee -
that is, when the sub-cOCICiittee reported back t o 
the presidents themselves - there were s.ix railroad 
presidents - the presidents and t he carriers' coe~mittee , 
they were the gentlemen wno got out their cnisels. 
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And if I remember correct ly, I called you (Magi ll) 
because you were attempting to preserve the seven 
percent tax r ate . One of the main r easons tha t I 
called you was to attempt t o get you to bol ster us 
up in t rying to keep a seven percent tax rate . 

Pardon me - you mean you called Magill? 

Yes . 

I don't- I don•t remember tha t . 

Well, I didn ' t tell you wha t I wanted, but .• . I 
don't know whether you wanted to collect any more 
tax than t ha t or not, but we were - we think now 
tbnt the benefits have been scaled to a low point . 

You mean the benefits or the tax? 

No, the benefi ts . 

May I Just make this comment? But is i t a fair 
criticism tha t possibly you weren ' t suffi ci ently 
frank with us? You - with us? 

Well, maybe I wasn ' t , but I didn ' t know whet atti­
tude you wer e going t o t ake on i t. And wha t I called 
up »r. Vagill for was to tell him that it was agreed 
I wpuld g ive a memorandum which would set forth 
completely as I knew how the whole situation. 

',7ell , you ' ve never worked wi t h us , or we with you, 
but I can tell you this, that you can call up the 
Treasury any time and we ' ll always t ell you where 
we stand . 

I think you (Latimer) are wrong on your chronology , 
You remember you came over here and talked to 
Oliphant and myself one afternoon, &nd I 1m not 
sure precisely what the date of t hat •Nas but I 
think it was Wednesday afternoon last week; end 
you discussed wit h us two or three other problems, 
but not - there did not come up in that conversation, 
I am sure, anything with r espect to the effective 
da t e of tnis tax. 

No, it didn 1t. 
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What came up in that conversation was two or three 
questions : the ~uestion of charging part of t hese 
retirement allowances against the general funds 
of the Treasury or against the reserve account 
under the Soci al Security Act; the question of 
whether or not the administration of the tax ought 
to be under the same board which is to pay the 
benefits; and then, further, the question of the 
rate of interest to be allowed on the tax payments. 

Yes, that 1 s right. 

I should have asked you at that time about the tax, 
but I didn't, and I didn't know- I simply assumed 
that since you bad made tbe sta tement before the 
Ways and Means Committee, and of course we proceeded 
on that theory, that the tax IYOuld continue in effect 
a t this rate . I assumed it was going to continue in 
effect. But the next day I got worried about i t 
and I called you up to ask what had happened to the 
135 million, and then learned that it had gone out 
the window some1vhere in the meantime . 

Vlell, of course, we weren ' t - we were in this position . 
We had been instructed to make - to tell the conferees 
what these things would cost . They had got ten final 
scale benefits which, us best we could calculate, cost 
something under seven percent - 6 7/8, or so~ething 
like that . Then they asked us to calculate the cost 
beginning »arch 1, 1936, or beginning January 1, 1937. 
Beginning March 1, 1936, the cost of the Act - it 
approximately was 1.5 percent less beginning January 
1, 1937. I admit that perhaps I should have told you, 
but there was no intent ot all to try to conceal it . 
As a matter of fact, I never thought of it . I had 
thought of your whole - that you would have a month 
in which to do this, and assuming that before any­
thing would come up - I never anticipated the pressure 
that would be put on. I never thought that , sitti ng 
in conference last Friday , there would be this effort 
to make the President - make out the President had 
committed the Administration, which be hasn ' t done . 
So that I took it for granted that you ' d have a month 
to make the study of the thing . Now, that ' s all from 
me. 

Well , haven't I heard, Ros, that the thinS you are 
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particularly fearful of at this stage is that 
these letters are going out to 150-odd railroad 
people? . 

!57 

Yes, what bothered us is that these railroad fellows 
are going t o meet on Yarch 9th and I assume agree -
tney are going to get the understanding, as you said, 
that this has at least the Administration blessing, 
whether it has Administration approval in so many 
words or not . 

But suppose tnat not a word was said ubout the 
Administration, that this was siaply dressed up as 
a private agreement, which I think is not realistic 
a t all . But suppose not a word was said about the 
Administration. The 149 railroads, or whatever it 
is, and employees come down then with an accomplished 
fac t - •This is an agree!Dent which we have now 
ent ered into . This is what we want.• 

"And which you knew about and didn ' t say anything. " 

"And which you, Uncle Sam, knew about" - as I under- · 
stand from my conversation with you (Latimer) . 

•Which you, Uncle Sam, knew about and didn't say 
anything ." 

Now, suppose the Treasury goes to the Ways and 
Means Committee, as it has to, with some form of 
taxing act on this matter, and we say, •Well, we 
ask you no~ to repeal tnis Act which is now on the 
books and which we nave budgeted at 135 million.• 

"Well, what's that going to cost the United States?• 

•Well, that's going to cost us a hundred million" etc . 

Well then, suppose the \lays and Means Committee asks 
us and we say, 'We think that this tax ought to stay 
on the books ju~t the way it is now. That ' s why we 
came t o you in February, because we thought so." 
Well then, look where we land with respect to the 
railroads and the railroad employees . In other words , 
it is obvious , if you look ot it from my ey~s, that , 
we are clearly being high-pressured here. how, who a 
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doing it doesn ' t concern me so much as the fact 
that it's being done . The net result is that 
whichever born of tbe dilemma we take, wbethe~ we 
agree with the railroads, with this railroad agree­
ment , or whether •we disagree with it - in either case 
we are put in a very unpleasant position. And the 
reason we are put in the position is because ••e didn't 
know a darn thing about it until it was virtually an 
accomplished fact, that's all . 

Did the President approve this program the other day 
a t the conference? 

The President wasn't even told about the details of 
the program. 

I spoke to him about this this morning, end the 
President gave me distinctly to understand that 
he is not committ&d in any way . 

~ mean he couldn't possibly have been, because he 
very definitely wanted to steer away from it. 

And he suggested this meeting , ~nd that we then 
give him a memorandum, if we could come to an 
agreement, as to what policy we recommend to him 
that the Administration follow. That's the purpose 
of this meeting . 

I knew nothing ~bout the details either . 

Well, the details weren't settled until late Thursday 
night before they ... ent over to the President, and , 
one reason why - I t hink I'm derelict in not having 
told something in general, but the situation changed 
so from day to day tha t I didn ' t know what precisely 
to tell you as to wha t they were having in mind, 
because the next day I ' d have to come back and say there 
was something else. 

Well, lir . Latimer, could you at this time make a 
statement to us which we might or might not subscribe 
to , or which we might say is the policy and that we 
are all in agreement, and then send it over to the 
President? 
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Nell , I think you need more time, Wr . Secretary . 

Yes , but - but this t hing hus gone out. I asked 
Wr . Altmeyer if he would ob ject to asking you to 
say - tell the newspapers we were ha ving this 
meeting , · just to show that we had our doubts . 
Unquestionably aft er t his meeting they will ask 
us . I ' d like to s ay s omething, if just to •••.• 
I think i f the Administr a tion doesn ' t follow what 
these railroad people went, we a r e in a ver y tough 
spot, and I think •..• 

I ' d like to s ay this about it •••• 

I mean how would you sum up? Can you sun up for 
me what is the sit uation? Firs t, what is the situa­
tion today as far as you ' re concerned? 

Well, the situation ns fa r as we ' re concerned is 
that we ' ve done t he t echnical part of the negotia ­
tions , without attempting to influence cons iderably 
one way or another vthat was wnnted by the negotia­
tor s , and that I intended to put up to you the 
sum t otal of t he negotiat ions which had been r eached . 

i.!ay I ask .... 

And to make some recommendation about it . !low, a s 
I said, we nadn ' t &nticiputed tha t tnere would be 
such pressure on this , &nd I thought there would be 
an opportunity for the Government t o decide on this 
matter of oolicy . Since it has not now, I think 
tha t this statement might be reiterated which I made 
to Ur . Pelley· and Ur . H!'rrison toe other day . I 
s&id that I wa s sure they understood ths t the 
Treasury and other Egencies were involved in t his 
matter and that the whole t hing would be submitted 
to the Treasury and tho Treasury might have s ome 
suggestions . I asked them, ttif those suggestions 
might involve more or l ess tuxes and certain other 
changes in l egislati on - I don ' t know what else they 
might suggest about i t - will t ha t in any way upse t 
your agreement?" I saill, "Will you make it clear 
tha t t hese agr eements between the principals - that 
these agreements are sub ject to that?" They sa i d 
they would . 
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Do I understand t ha t you are a party to these 
agreements? 

16C 

I said I was Just telling t hem t hat the agreements 
which they - made it clear t ha t t hey understood 
t hat neither the President nor anybody else from 
the Government had committed themselves to go along· 
that it would be specifically subject to r eview by ' 
the Treasury and that the Treasury would have any 
nUDber of suggestions to make about it. 

Well, if you don ' t mind , the point t hat I get is 
that these people, the r a i lwey owners and the railway 
~ons, came to an agreement on this thing and you 
left them with the impression tha t they could submit 
it to their members and t hen come back and t hat, while 
the Treasury might ob ject, the Railway Retirement 
Board Rould look on it f avorably . 

No, sir . 

Huh? 

'lie sai d that this was committed subject to the 
Government , and that whatever - as f ar a s technical 
matters, Railway Retirement Board was satisfied, but 
they understood that we hadn ' t any power to commit 
the Pr esident . 

Yes , but the Rai~way Retirement Board is satisfied 
lfith it? 

I think we can say that we are satisfied . 

Are you satisfied with the agreement in its present 
for m, 1v1th the t.-o and a nalf instead of the three 
and a half r ate? 
Those taxes will support the benefits given i n this 
other matter, yes. I s ay we are satisfied; we are 
satisfied technically because we believe that the 
taxes , r evenue, and outgo will be in bal ance . But 
we aren' t sat i sfied with the substantive pr ovisions 
of it. But there is nothing - we have no right to 
step into the negoti ati ons and t ell them t hey must 
do so and so . Even though we don't like it, it is 
not f or us to • • •• 

Regraded Uclassified



Ht:1eyer: 

l:.ti. timer : 

Bell: 

La timer : 

Eell: 

La timer: 

H. l.! .Jr : 

Altmeyer: 

Latimer: 

161 
- 11 -

••ell, what about the 1936 taxes? Satisfied about 
that, too, that they shall be forgiven? 

Well , the taxes that are here now, beginning on 
January 1, 1937, are sufficient for the outgo . 

At all times, right from the beginning? 

Oh yes . I say with this adjustment • • • 

You mean b et>feen the Old Age Reserve Account. ••••• 

•lith this adjustment : It will be surficient a t all 
times if you grant us that three percent interest . 
You haven 't granted us the three percent interest 
yet, but it is clearly understood that if the fund 
aoesn •t earn three percent - that is another matter; 
they «now also tb..at th&t is &nother matter, wnich 
is sometb.ing over which the conferees - something 
on wh.ich we ha ve &sked advice, over which we can' t 
commit the Government. 

Well, may I ask !Ar . Altmeyer a matter of policy? 
I mean frankly I'm learning as I ' m going along, 
because I just naven 1 t had time to give it the 
preparation that I give to these things, because 
things have been happening so fast the last couple 
days . .Ye 1 ve had this housing matter, you <mow. 

The thing - ta~ng here - I taint< I can express =1 
point - the thing that worries us the most, end I 
worried if it didn ' t worry you (~agill) , is that at 
tnis stage, wnere we are just beginaing, one month, 
two months under way , if we begin to g1ve special 
groups special treatment - that's the thing that 
worries us . 

Of course, •.vhen the Social Security Act was enac~ed , 
the railroads were under it and it was in balance 
with the railroads under it. And then a week or 
two weeks afterwards the railroads went out . So 
that really you could s ay th~Jt 1t. threw the Social 
Security balance off . Is that right, wr . Latimer? 

Yes but I think there is a more fundamental Gues­
tio~ that the Secretary is raising about that: as to 
whether in any event there ought to be any special 
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fund, no matter whet ~ind of treutment is given. 

Now, getting the railroads back in, so to speak, 
puts the Social Security Act bvck to where it was 
when it was originally enacted, as f ar as the 
self- sustaining features are concerned . Now, what 
'Ne a re concerned about is tbot any change made now 
shall be in accordance Nith funaamental principl es 
thot can be applied to any industry affected with 
a nati onal interest . 

Now - well , we - (to Magill) can I say that .... 

Oh sure . 

•••• that we are in complete accord? 

Complete accord . 

'.'le are not for the moment worrying about whether 
it is 47 million dollars or 57 or 157 . What we 
are worrying about is, I think - if I'm going too 
fast , tell me- is that here ' s the first thing t hat 
comes up and the railroads - if the railroads can 
do this tning, Ylhy , then the coal miners can do it 
and the aut omobile manufacturers can do it, and so 
forth and so on, and what ' s going to happen to 
your (Altmeyer) organization . 

An attempt nas been made to guard against that very 
t hing in an exchange of letters • 

.ve excnanged letters trying to safeguard the thing 
for the long time future, and I have just filed 
with you this exchange . Now, that ' s the only thing . 

Well , how can you s&fegunrd this? Just say it lsn• t 
a precedent; how can you sufeguard it against a thing 
of that kind if another gr oup wonted to bring pressure 
to bear? 

If you ' ve got pressure - sufficient pressure, you con• t . 

Now this , Mr . Secretary, was in answer to a letter 
that the Railroad Retirement Board brought up . 

At t he direction of the President . We talked to the 
President 
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sbout this . He ssid, "Get the views of the 
Socisl Security Bosrd on the mstter ." That's 
how the letter s came to be written. 

And those were our views. 

These , by the way, are reported in my memorandum 
to you (Magill). 

Oh, that I 1m going to g ct tomorrow . • 

l:.litimer : Yes. 

hltmeyer : So we know nothing about the details of this at 
all . The first I knew about any of the detsils 
was wnen I read over the bill th.is morning that 
I sent for from Latimer ' s office. Of course, I 
read this \\'all Street Journal article, and then I 
ran do<~n the bills . 

Lut imer : You have the agreement here . 

Magi l l : Yes , I 1 ve got the agreement. 

H .M. Jr: Yes 
1 

but t his correspondence has never been here 
before . 

Llagill: No . 

Lat1cer: The President, in his letter to both sides, committed 
h imself to a separate - co~itted hioself to a 
special railroad retirement act, or some form of 
specialtreatment for the railroads. I don ' t think 
it wss a special r etirement act . 

Al~meyer: All that I understand he coomitted himself to - re­
member I made the statement of what our position 
was, that we felt the bocial Security Act , if it 
was to be social, should give the protection to 
industry generally, including the r ailroad industry, 
and that if the railroad industry bad an undue pro­
portion of the aged , they should have the protection 
of the whole system nevertheless ; tha t if they wented 
to receive higher benefits but under the Social 
Security Act, those higher benefits should be super ­
imposed upon the benefits under the Social Security 
Act and should be fully sel!-sustoining. And we 
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felt that that was a sound principle for the 
rai lroad industry or any other industry . 
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\Yell , that particular principle has been adhered 
to here . 

And I think that is the only thing the President 
committed himself to . 

Well, the President didn ' t commit himself to 
·whether there would or would not be a legislative 
s cheae in addition to the bocial Security Act, 
and the carriers themselves understood the 
President' s sche=e to give tnem authority to 
arrive at an agreement, and understood that if 
they did arrive at an agreement, or private agree­
ment, that the President's letter bad bound aim to 
a sk for an exemption of railroads entirely from 
~ocial Security . That is what they understood . 

Wha t was that? 

I said that the carriers understood the letter to 
mean that if they and their employees arrived at a 
private agreement about a r etirement insurance 
system, the President would ask for exemption of 
the railroads from the oooial Security Act without 
any legislation a t all . 

Even though it was going to cost more money? 

'1/ell, irrespective of cost, if the railroads and 
employee~ agree on a retirement system, the 
President "ould go along with them going out of 
the Social Security Act entirely, even though that 
agr eement wa s not a l egisla tive agreeme.nt but a 
private agreement . 

Is there anything in writing between the President 
and railroads and railroad unions? 

Yes, I have that . 

Have we got that? 

That was published in the press . 
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No, not here . 

Hove you (Altmeyer) got it? 

No. 
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I think an important thing like this, involving 
hundreds of millions of dollars - i t does. seem 
that the Social Security and Treasury should be 
kept informed . uoesn't that look like a reasonable 
request? 

I can'~ help but believe that the Social Security 
set-up was in balance when the railroad employees 
were under it. !low tha t they go out, by reason of 
the f~ct that t hey go out, tha t throws the ~ocial 
Security Act out of balance; they have more revenue 
than t hey need. There ought to be a reduction in 
t axes for those that - other classes of employees 
taxed, and that thrown over into the railroad tax. 
I can't arrive at any other conclusion. 

I don ' t seem to have brought a copy of that letter 
with me . 

Well, do you think the reverse ought to be true, 
Ur. Bell? 

Well, I thlnk that if you ar e taxing the other 
classes of employees to pay higher benefits to the 
r a ilroad • ••• 

No, no, we weren ' t doing that. All you were taxing • • • 

That ' s the effect of it. 

No; no, sir . 

That 's t he way it looks to us. Why should other 
employees pay a higher rota in order that the 
railroad people get special treatment . 

They aren ' t doing it. 

That's t he way it looks to the Treasury . 

i1hat they are doing •. • Let's suppose that t he 
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railroads were under t he Social Security Act and 
the tax is a little higher than other wise 1t would 
be, i f t he railroads were not there; now, if the 
railroads made an agr eement on t he side wi th their 
employees to make benefi t s supplement al to t he 
Social Security Act, the r ailroads would get all 
the benefits which have been contempl ated under this 
exchange of correspondence here, and they would of 
course under tha t reciprocal scheme have to pay for 
the full amount of benefits. They ' d have to pay for 
the full amount of the supplement al benefits , pre­
cisely as they are doing here . That is , what is 
p~id for by the other employees is only the e xtra 
part up to the level of the Social Security benefits. 
The difference between t he to tal amount paid UDder 
Social Security and that other Railroad Retirement 
Act is paid in full by the r a ilroads and employees . 

Just as I say, I'm starting from zero, but I - l •ve 
got - I want somebody to tell me why the r ailroads 
shouldn 't be under Social Security . 

Well , as I understood it, they were t o be brought 
under Social Security, but since they wanted higher 
benefits t hey would have to finance those h.igher 
benefits on a completely self-sustaining basis . 
They would get the advantage of the basic Social 
Security program by reason of the fact that they 
happen to have a disproportionate number of t he 
&ged, but that is - tha t i sn' t the same as saying 
that the res t of industry - tha t i s what we mean 
by social security: tha t industry generally will 
take care of the aged workers; that we don't under­
take to bring about an exact balance between separate 
industries or between separate es t ablishments within 
industries . 

Well, you don't know on awful lot more about this 
than •.•• 

I don ' t know anything a bout the details of this . 

Well you should, o ertainly. Just take it for 
granted t hat the poor Treasury is always dumb. But 
I mean at least you•ve got t o administrate this t hing, 
know something about it. 
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I think of course from the practical standpoint the 
important th~ng is to maintain it at the seven 
percent. I don't think you ever would get more than 
seven percent out of the railroad industry. I mean 
once we gave up a year and a half ago and accepted 
a seven percent r ate, I t hink we were licked . 

Right. 

Then as far as getting more than seven percent •••• 

Rell, this toeory of leaving out t he Pennsylvania 
Railroad crowd because they pay tneir workers more 
just hasn ' t happened . 

Well , it so happens, as I understood, that the 
seven percent r ate and givi ng them the advantage 
of the over-all protection of the Social Security 
Act would put their system in ba lance for all time. 

It woul d do a little mor e than t hat, because after 
we 've gotten those, then they ' d take out some more 
benefits . 

But this isn' t what i s happening today in this agree­
ment which t hey ' ve sent out to their members. It 
would pay the workers how much, six percent? 

r;o , five . 

r ive going up toseven per cent, which is e«uivr.lent to 
o .60 percent of t he payroll . 

Well, c ould I say this? Could 1 say this? I mean 
I want to be as fair •••• 

(Gaston comes in) 

l&r . La timer, 14r . Gas ton . 

Can I say this? - that Ne simply haven ' t had t i me to 
study this matter, and it certainlY - I don't know 
whether you (Altmeyer) want to say something to the 
effect t hat as far as the Social Security and the 
Treasury is concerned, tha t we sti ll haven ' t go t all 
the facts . 
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Yes, I think we should make it clear that the 
Administration i s not underwriting any specifi c 
agreement . 

Now, if you (Latimer) want to include yourself 
in that - I mean I hate to wash dirty linen of 
the Administration in publi c ; I' d like to seem 
as nearly unanimous as possible . 
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Well, I made - I thought I made it clear Saturday 
morning . I f you notice , the .1all Street Journal 
yesterday called me up and I said t here had been 
nothing written on the benefits and that there had 
been no agreement. 

Are these bills broadcast now? 

No . 

Well , how did the \?all Street Journal. •• • 

Talks a ll the way through obout a bill . 

Pardon? 

The ar ticle, I say, referred to n bill . 

Well , how would you put it if 1.tr. Gaston - what can 
Ur . Gaston s ay f or me? 

There's no question that we know nothing about the 
details of any specific proposals and can' t underwrite 
any specific pr oposal . 

or course . 

I was wondering if somebody shouldn ' t communicate 
directly to persons who are responsible for both 
sides of the negotiations and have it made clear 
that when these meetingS were in progress there 
were a great many details, and t he whol e principle, 
if you want to go that far • • •• 

I t ' s mor e than details . It ' s a five percen t or a 
seven percent rate for the next twelve years, among 
other things. 
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And a hundr ed mill i on dollars. 

And o hundred million dollars due now . 

In 1 37 . 

169 

Well , I thought Mr . Altmeyer would come in and 
say , of course, he knew all about this t hing and 
the Treasury , of course, was just asleep at the 
switch, s eeing i t was o r a i lroad matter, but I 
find - and I think I mi ght say you•re in the same 
boat .:e are . 

1'/e know nothing about the deLails . In fact, I 
didn't Anow the details had been agreed upon the 
day that ••. 

It was only on Saturday afternoon that I saw t his 
stuff . 

Yes , but this stuff is - I meen I 1 ve been around 
town long enough; this is o matter of public r ela­
tions and that ' s wr~ I ' ve asked Mr . Gaston to come. 
You fellows hove seen fi t to give i t out to the 
newspapers and they begin to work up this thing, 
and the more time they have the more backing they 
get , and they get all the railroad men all excited 
and then the Tr easury is just a bunch of double­
crossers and we 've locked this thing . And I -
f ranidy, I• m sick enel tired of t his and I'm not 
going t o stand for it. I ' m just not goi ng to have 
people in t ha t positi on - that we are the people 
who take the money out of t he mouths of the 
r a ilroad men . I ' m not going to stand for t hat 
sort of t h ing end have them all say, •If it wasn ' t 
for that god damn Treasury we wouldn ' t have to 
pay f ive percent . " 

Isn' t it fair to s oy tha t, begi nning Saturday, 
as far as the negoti a tors know, all those documents 
were in the possessi on of the Federal Government? 
As f ar a s the outside , they can ' t distinguish between 
the Treasury and Railroad Hetirement . As I under­
stand, you (Latimer) had all these documents . 

Well , I gave llr . Yogill a copy of the agr eement the 
first day I bad it. 
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I got it - Bell and I got it together Thursday 
afternoon. 

Friday evening - no, Thursday evening . 

Thursday evening . 

It came to you, Yr . Lat i mer, ns the Chairman of 
the Railr oad Retirement Board? 

Yes . 

You still occupy that, do you? 

Yes . 

And what shall we say? llow does it come - through 
noticing the paper stories or through Mr . Latimer 
having brought it to tbe a ttention of the Treasury? 

How about it, Ros? 

WelL •.. 

I ' d like to see it put on the railroads that they 
are the ones - that t hey are trying to work this up . 

I think that's really where it belongs . 

No.t t he Government is just beginning to study it. 

1ell , the first it's come to our attention was yes­
terday on the Dow-Jones ticker . 

And you got in touch with llr . Latimer, who would 
naturally be expected to know what ' s going on. 

No, I got in touch with the President of the United 
States and the President suggested we have this 
meeting here this afternoon. 

Shall we admit to t hem that we have some of t hese 
documents prepared, an outline of the plan? 

No, the whole story is t his. Let me tell it to you 
this way. As f a r as this part is concerned, I called 
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Wr . Latimer Thursday and inquired what had hap­
pened, because I had previously understood that 
the Treasury was to be protected, that the Carriers 
Taxing Act which the President had s igned on Saturday 
was to be in effect at that r ate from March 1, 1936; 
and we have in the budget 135 million dollars from 
tlla t source for the current year which I had under­
s t ood we were going tog et under the agreement . 
Now, Mr . Lati.mer said no, we weren ' t to get this, 
that the railroad executives had decided they didn ' t 
want to pay it after all, and so they had agreed 
with the employees tnat they shouldn' t . 

Tnat is o new Act t hat's Jus t signed . 

Extension . 

Extension of i t. 

As they ' ve now got it, it isn' t even that . 

I may say parentheticall¥ there is a ni ce question 
there that you (Oliphant) may appreciate . If they 
go repealing tnis old Act , put ting in a new Act , 
I woul d like to b et a nickel thn t 1t will not be 
effective from January 1, 1937 . Will you join me 
in another nickel? 

I 'll bet a dollar on it &t least . 

I don't have any doubt it will be effective as of 
the d ate it is passed . 

And not retroactive? 

No . 

It's an excise t ax. 

VI ell, very doubtful. 

It could be made that . 

Well anyway, Thursday afternoon Ur. Bell and I bad 
a co~erence with ur . Latimer and our specific ~~r­
standing was that *e ' d get a memorandum which wo 
outline the details or this proposal, includi.ng the 
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actuarial computations, so th&t we could make our 
own study of it to s ee how we were going to come 
out on the thing. And we have discussed t his 
a fternoon about one or two of the questions of 
policy; there are actually six involved in whi ch 
we are inter ested and which we wanted to go into. 
And it was understood tha t everybody would be 
informed and that there was no commitment by any­
body , thst it was still in the tentative stage. 

Well, ther e was a confe~ence with the President 
Friday morning between railroads and the employees 
and Ur . ~atimer, I guess it was . 

Ana IJr • A~ tmey er • 

And Yr . Altmeyer . And the next t hing we Anow about 
it is this tic~er report, which certainly gives 
tne impression that it is an accomplished fact 
that it has Governmenta l endorsement . 

Now, Ne still don ' t have - Yl!i still have no memor­
andum of the details of the plan, so we still are 
entirely unable to ca lcula te how we would come out 
un.der it . 

And you might add : and the Social Security Board 
is in the same boat . Rignt? 

Yes . !low, of course, I think •.. 

Of c ourse, one funny Lngle, 1f you want Just a little 
amusement out of i t, is that the President has this 
conference on Friday with r espect to this new plan 
ana then on Saturday signs the extension of the 
t axine act a t the seven percent rate . 

That ' s the old r ate? 

Yes . And so under the existing law we are entitled 
to this 135 million, whatever it i s . 

But they are damn careful not t o get out the publicity 
until after the President has signed it . Any si gni­
ficance in that? They wai t until afterwards . 

I don't lcnow . 
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After that c onference - we ar e not 1n 8 positi on 
t o say a nythlng as to any colllllli tment at that 
conference that the President had on Friday . 

Except the f act is he didn' t commit himself . 
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There were no commitments . Yr . Latimer said there 
were no commitments made . 

Yes , thtre Nas a basic couitment made . llo question 
about it . 

That ' s wha t I 1m afraid of . These railroad people 
went out - away from tile conference .. ith the idea 
tha t tney had gotten something out of the President, 
and so it ' s not what you ' re goi ng to say now but 
what you 1 re going to say &fter the railroads and 
the labor croNd have spoken to t he newspapers. 

\'/ell , somebody spoke yesterday . 

No, I mean if Gaston gives something out today, 
they will i nterview Mr . Pelley and the uni ons a nd 
they will take issue with you on your f acts . Unless 
you ' re pretty sure of what you ' r e giving out today , 
then you ' l l have t o worry about whe t t hey ' r e going 
to say . 

Well , b efore Herbert Gaston gives out anythlng , he 's 
going to go. over to see St eve Early and talk it 
over with nim f irst . 

I t hiDA Kr . Altmeyer i s discussing the heart of the 
t hing . What was the commitment? 

Here is what I consider to b e the basic commitment . 
I am sure that Pelley and Harrison went away with 
the understanding tha t t he Presi dent was committed 
t o a plan for extending t he protection of the old 
age benefi t pr ovisions of the Social Security Act 
to the rai lroad i ndustry, with the understanding , 
however, t hat any higher benofits that the r ailroad 
industry desired t o pay would be f i nanced comple tely 
out of additional t axes than those provided in the 
Social Security Act . Now, he isn' t commi tted to any 
particular way of bringing t ha t about , but he is 
committed to tha t basic proposition. 
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Yes; well , that ' s true . But he was committed to 
that before he started negoti ations . 
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Well, maybe so, I don ' t know about t ha t . But I do 
know that that - I got t hat as a result of t he 
conference . 

1/ell, that ' s true; that ' s nothing but wha t has been 
bdtDitted all the time . 

Now, Re ' r e talking about publicity . If that is 
true, isn• t the .way to handle the publicity to indi­
cate that the Government does look Ri th favor upon a 
plan to extend the basic protection of the Soci al 
Security Act t o tne r ai l r oad industry , witn the under­
standing th.at higher benefits will be f inanced out 
of additional taxes, but t he Government a t t his time 
bas not had submitted t o it t he details of a plan 
to bring t hat t.bout . Or put it the other way around: 
the Government is not at t hls time prepared t o under­
write any particular plan . 

Well , 1f you don ' t mind , I ' d put 1t a little differ­
ently . I would simply say that 11e met and that we 
find tha t we have not yet got all the details of the 
pl an, and t ha t we will have to have several tDore 
meetings ; and that after we understand a t least what 
the three agencies are working for we are goi ng t o 
make a report to the President as to how we look a t 
it among ourselves , because the Presi dent - befor e 
we diel a nything, b efore Re caoe to any conclusion, 
ne wanted us to report bee~ . 

I think •Ne ' ve got to be careful in any s tatement we 
tDake that we aren ' t putting the President in the 
posi tion of r epudiating a commitment on a basic 
pr oposition . Other.vise , they ' ll get exci ted and 
they ' ll say , "Well , we unders t ood this , and now 
we • • ••. •• n 

Well t hen, all right , supposing we just s i mpl,y say 
this . Just leave it that f or the f irst time the 
Treasury is getting t he plan . 

.'/ell , I •m perfectly will ing to nave Social Security 
included 1n that . 

iiell then, Social Security . Or just put i t tha t we 
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are going into this problem and we 'll have to have 
several more meetings. 

That ' s the most cautious way to bcndle it . 

We 'll just s ay we're going into this thing, we'll 
have to have several more meetings, and then expect 
to report back to the President. 

That is, if you ' re going to •.•.• 

Simply study this th1ng . 

•••• if you're going to ~void this saying thEt it 
hadn' t been laid before you. 

Well, we 1 ve got to say the thing . 

Well, my point is if you say tha t Mr . Pelley and 
the railro~ds will say it was officially laid before 
the Government - laid before the person handling 1t 
officially for the President, before it was public . 

All right, simply s ay tha t the three agenc1es ere 
studying this thing, will have to have several 
meet1ngs, and when we come to an understanding on 
the thing we'll report to the President . How' s that? 

I tn1nk that is certainly c autious enough . 

I tn1nk 1n speaking of it, it might be a des1rsble 
thing to speak of it ~s a proposal of the railroads 
and tneir employees . 

I was going to suggest this: that Yr . Altmeyer and 
Mr. Lat1mer came here to discuss w1th the Secretary 
today the proposals of the railroads and the railroad 
unions for revision of the law so far as they under­
stand them; and there was some prel1minary discussion; 
we haven't yet full information as to their - the 
proposals wh1ch they would advance, and there will 
be further discussion of them. 

Well, it is .important to look on these whole agree­
ments now as be1ng in the nature of tentst1ve 
agreements. 

Yes . 
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Yes, the t enta t i ve under s t andi ng or the t entat i ve 
proposals . And t he r ailr oad unions • •• • 

•••. go a long wi t h the pr esent litiga tion. I know 
at leave five lar ge r a ilroads ar e sayi ng , "We t ake 
the position, and have t o t oke it, tha t we hold 
t he present l egisla tion is unconstitu tional and 
we think we can def eat the whole leg i s l a tion 1n the 
Supr eme Court, and we •r e going ahead and continue 
our fight agains t it t o t nr ow the whole thing out . • 

Is that a club that t hey hold over the Admini s trati on 
to agree wi t h these proposals? 

It is a fair ly si zeable club . 

Couldn ' t you s end a t elegram to Harrison and Pelley 
asking them to make i t clear t ha t it would - in these 
discussi ons next week that this parti cular plan 
does not have the Admi ni stration' s blessing? 

Of course, naving done that, • • . . . 

I mean as a ma t ter of r ecord wouldn ' t i t be a good 
idea to get 1t in the form of a te l egr am t o t hem, so 
they are on notice? Ask them to make i t clear t o 
the conference that that is the case . I mean i t 
would come much mor e gr acefully from them than for 
us to s ay s omething . 

You think we ought to do that? 

Nell , oon' t you think so? 

I think s o too . Thut ·Nould accomplish~ whole pur­
pose . The t hi ng Ne are NOrr i ed about i s the noti ce 
being out t o the cooferen~e t hat the Gover nment has 
agr eed to t his . out now if Mr . Lati mer sends out a 
te l egram like t hat , tha t would be per f ect . 

The o ther t hi ng I was going to s ugges t is i f you 
would be wi lling to meet a t a time agreeable - some 
time with Mr . Magil l and t hen go over t his . I 
won't si t in a t t he next one , but I t hink you ought 
to have another meeting t omorrow. 

Rbht should t hat t elegr am say? 
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Better be about Thursday, see? If we get your 
me.morandum tomorrow morning and go over it, then 
Bell a nd I ought to have a chance to look a t it . 

Make it Thursday. 

Well, I ' m not going into greet uctuarial details, 
because that would require from now until next week . 
I am mer ely saying that it is based on the material 
as collected over a peri od of ten years . 

Of course, we have been talking some costs and so 
on, but I think there ' s other things we have to 
consider before we underwrite the thing . 

Vlell , I allowed an hour and if you don ' t mind -
oaybe if you want to ad j ourn just £cross the 
next room, if you want to go any further today . 

No, I just wanted to mention that this •.. 

Well, Magill said six or seven things and we only 
went into one of them . I Just would be curious 
wha t sort of telegram you ' d send to them, but if 
you don•t mind, I'd like to be ex,cused; I mean it 
you ... . 

I thought we ' d say s omething like this : •Newspaper 
reports indicating AdrDin1Strat1on colllJ!Iitment to 
tentative agreement seem misleading . Important to 
ma;ce clear to your pr incipals t twt Administr a tion 
nQt committed beyond (1) Conti nued maintenance 
separate Rai lroad Retire=ent Act; (2) Extension 
of provisions of Social Security Act to r&.ilro~>ds . • 

Do you think that covers it, Yagill? ·oanny? 

I can ' t swallow that . There ' s something wrong with 
the basic idea, that ' s all . I just can' t s ee a 
committee i n Congr ess providing this money out of 
the ::>ocial Security Act v. nen the employees and the 
employers of the railroads don ' t contribute anything 
to the t ax 1n the way of taxes to the fund . 

Well now, look, would you mind working i t out with 
these people? 
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I 'll cut out Nurober Two. 

It isn't necessary to put Two in . I• d cut it out . 

Well, the President has gone along, but •. • 

I r eally think that is over the dam now . From the 
standpoint of public relations with the r ailroad 
people , with labor and the executives , you might 
just as well face it now as later, because they 're 
going to come back at you and call you names 1f you 
bac>< up on Uumber Two . 

I tnin:.t we can persuade you. 

t'lell, I wonder if you have to say in your telegram 
what tne Adoinistration i s committed to anyway . I 
think the. t is not the most desirable thing . 

Nell , I think it is important not to sound like the 
Administration i s backing up completely . 

Something like : "In vieVI of ne.vspaper stetements, 
I think it advisable to avoid advi sing your members 
that the Administra t ion is fully committed to det ails 
of any plan . " 

The whole proposal . 

I think it is other things ro ther than real details . 

I t is much more than deteils . 

Why don't you go into Yagill ' s r oom? 

(Group r etires to Mr . 
~agill ' s office, without 
Secretary) 

I •ve got a basic diff iculty here, Ros, and that 
is this t hing: this bright r ed apple having been 
dangled in the morning p8pers before the r ank and 
file , that t he damage has been done , and I - di d 
you get what I s aid there? 

No. 
I say tnis: 1n terms of the reality as to whether 
or not we do have t o consi der this , this bright r ed 
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apple having been dangled in front of the rank 
end file of the employees in this morning ' s 
papers •••• 

Not t o mention the railroad stockholders . 

That ' s the worst part of it . 

Their earnings have gone up. 

And I still say I think the important publicity 
is what you're going to say when Pelley and the 
unions come back at you. That's what we ought 
to be thinking about , because until we see t he 
end of the road, we better not start down it. 

173 

Are you {Latimer) sure that less than s even 
percent is going to handle it? I think from a 
practical standpoint wnut the Government ought to 
try to do is save the seven percent; never get 
any more, but ••• 

Well , see, at 7.13 the total - and 1t will cover it 
a ll right if they don't change it, but there's some 
points in there where my feeling is that the strong 
pressure is going to generally ••.• 

That makes it all the more i mportant why we should 
get seven percent . 

I agree witn you you ought to get seven percent, but 
we can't- of course, we can' t predicate the cost 
on so~ething that Congress is going to do ten years 
from now . 

But now is the time to do the ba~gaining, not after 
we are going on it, and with o year and a nalf gone. 
And you remember Harrison mentioned at the President ' s 
confer ence - he said , "We told you at that time, Mr. 
President, t hat if we needed more taxes to support these 
benefits , we •d go along with increased taxes, or we ' d 
even reduce the balonce . " 

I ' ll s ay this for Harrison. Harrison di d try his 
best to keep the taxes ot tne seven percent level. 

Who's Harrison? 
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He ' s the railroad man, the l abor man . He was in 
favor of it; never in favor of cutting taxes under 
seven percent . Reason was they wanted more bene­
fits. But the railroads put it over on them the 
last few days . I don't remember what day it was, 
but I think until last Thursday we had not supplied 
a single cost figure other t han one based on seven 
percent - that is, on one less th&n seven percent ; 
and some on a basis of making it nine and beginning 
after March 1, 1936 . 

Well, I 1 d like, Ros , to think - well , just to follow 
through a little bit in t erms of not merely the 
present publicity but what the Secretary will be 
in a posi tion of saying or having to say or having 
to deny or having to take back after the Brotherhoods 
and t he Executives have bad their say . Will they be 
in a position to say tha t it is vtrong, that this 
agreement wa s reached, it wa s l aid before the man 
handling it f or the President, l a i d before the 
Tr ea sury, a nd it was not public until after that 
was done? For instance, I ' d like to know were they 
advised' of your (Latimer) conferences wi th us? I 
don ' t want the Secretary to say ••.• 

The last word that Ge got in the President's office 
was there would be no publicity on it. 

They asked for it . 

The last word was t hat there would be no publicity? 

That's right . 

I • d like to clear up the fact whether or not the 
conferees were advised of your conferences with us . 

Not the conferees as a whole. But I did, as I say , 
before take Harrison and Pelley aside and say that 
the Treasury • • • 

That you'd lai d it before ••• 

would have to be brought in to r eview this whole 
thlng at some stage . I t old him as a matter of fact 
tha t at the ;nge where it got before the Committee on 
Ways and Weans and the Finance Committee, they would 
send it dOI\'n to you, and therefore they could expect 
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that some changes would be made a t your suggestion. 
I thought th&t was •• • 

Well , did they have the i dea whenever they broke up 
their negot i a tions that the Treasury had seen this 
pl an and approved? 

No . 

I don't mean the d etails . 

As f ar as t hey ~new, the Treasury bas not s een it . 

Didn't know anyt hing about it? 

That is, they don't know of your conferences with us? 

Well yes, Harrison antt Pelley do, because i L was 
stated before the President and 1t IYas sta t ed to 
them in private tha t you hadn ' t committed your­
selves ; but whet her - you see, I'm not a part of 
the gener a l conrerence apd most of the conference 
was going on bet ween the main committees . I was 
not present, so I can' t vouch for what was said 
when I wa sn' t there . 

But a t any r a t e, there wos no t hing said to Pelley 
or Harrison which would g ive either of them to under­
stand that we had gone over this and approved it . 

No, ~uite to t he contrary . 

hell, I don' t understand . I ment i oned to you (La timer) 
on the way out - I sai d , •~s this going to go over 
t o the Bureau of the budget and the Trea sury?" and you 
said, nor course , it wi ll have to clear that way . " 
Now, my understanding was that you wer e going t o send 
it over . 

Well , I didn' t tell them tha t I was, because I knew 
t ha t as f ar a s they were concerned .•. 

I still can' t underst and why it was to be handled 
with private individuals introducing bills into 
Congress and then to come tha t way back here t o 
the Adoioistration and then the President to wr i te 
a letter underwri t ing the bill . I t seems t o me • • • 

That was his own proposal . 
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I know, but I c an ' t understand why i t would be 
nandled that way, because it was bound to - there 
was bound to be something handed up her e that 
would put you on the spot . 

Well , that's t he way - they asked him what he 
wanted to do and that ' s the way he sai d he wanted 
to handle it. 

In their co~eback on this , would they be 1n a 
position to say they were r elying on you (Lati mer ) 
to clear thi s with the Treasury and the Budget 
Bureau? 

( tlods no) 

\'/ha t worri es me about it is that - what you (Latimer) 
say , that the President told them to go ahead and 
submit these bills , didn't he, to t he Committees, 
then he would 'llrite letters to the Committees, and 
he didn ' t want to send any bill up with a message . 

That ' s right . 

But they were to - somebody, I don ' t know whether 
they or Mr . Latimer, were to send bills to the 
Chairmen of the Committees in Congress . 

llo , we weren ' t . 

Well, I don• t know . I got word that it was to go 
to Congress, then the President was to write a 
letter to the Chairmen of the proper Committees 
endorsing whatever program they laid down . That 
is what worries me . 

That is , your understanding was it would go up not 
as a railroad conference proposal but it would go 
up as sort of an Administration proposal. 

No , I don ' t know who that was stated that. I just 
thought that Mr . Latimer -I di dn ' t knO'II whether 
he was to handle the bills to t he Chairmen of the 
two Committees or whe t her the railroad people were 
to do that . But I got the impression tha t the 
President said the bills could go directly to t he 
Committees and tha t he would write a letter after 

Regraded Uclassified



Altoeyer: 

Gaston: 

Latimer: 

Bell: 

L.~ timer: 

Bell : 

c~s ton : 

Bell : 

~ugill : 

LLti mer : 

16g1ll: 

:.u timer: 

Bell : 

Latimer: 

lfagill: 

183 

- )) -

they were introduced. Is that • •• 

That ' s r ight. 

Well, of course, if tha,y were to go to a Committee, 
they would have to come from some government depart ­
ment . 

No, they were to b e introduced by Congressman Crosser 
in the Bouse . 

I see : 

I don't t hink t hey mentioned who it was 1n the Senate, 
did they? 

See, they Just hand t hese bills 1nforoally to some 
Congressman or Senator and they introduce them. 

The Brotherhood? 

Well, I didn ' t g et who was t o do it ; that wasn ' t 
clear . 

:the t did they propose to do? I don't know that we 
can - did they propose to introduce a new taxing 
ac t and a new railroad retirement? 

Yes, in that agreement. 

I don 't think it says . 

It doesn't? Well, they have . Have you (Altmeyer) 
got that? 

(Altmeyer hands L~timer 
reques t ed papers) 

It ' s really a new bill , I should say . 

Vlbat does this new bill propose to do, combine both 
the benefits and the tax in one bill or separate 
bills? 

Separate bills • 

•••• "that it snall be amended to include • •• • " 

Regraded Uclassified



L& tiJiler: 

Gas t on: 

Altmeyer: 

l!agill: 

Gaston: 

i.u t imer: 

Bell: 

Latimer: 

O&.ston: 

184 

- 34 -

I h&.ven 1 t read this myself. 

I told these ne·•spapermen out here that you gentlemen 
had been here with tbe Secretary in order to learn 
what you knew of these tentative proposals of the 
conference of railroads and Brotherhoods , because 
it was a matter of such great importance from the 
tax and budget standpoint that the Treasury wanted 
to get the l atest information. And tney wanted to 
know what 1J.r . Altmeyer was - why llr . Altmeyer was 
here . Well, I said that this railroad matter is a 
matter so closely allied to the matter s under the 
juri sdiction of the Social Security Board that 
na turally llr . Altmeyer ' s advice Kould be sought . 
I don 1 t think there i s any thing dangerous in any 
of that. 

No . 
Well, your (Gaston) statement pretty well covers 
the situati on. 

They also asked me specifically whether this new 
plan was to bring the railroad employees in under 
t he general provisions of the Social Security Act, 
and I told them I didn't Know. Or they asked me , 
rather, whether they woul d be brought in, and I 
said that I could with good consc ience answer them 
that I didn ' t know, and tha t I also didn't know wh~t 
the outcome of the President's general r eorganization 
pl an would be if it went tnrough - it a igbt affect 
the situation. 
~vcn if that second thing were put in (referring to 
proposed telegram), it would r aise so much- t~e 
from now until doomsday to answer al l the questions 
6bout it . 

\Vhat have you got there? 

"Reports in today's p~ess intimating complete Admin­
istration commitment to tentative agreement are dis­
turbing to those involved. Stop . Urge that it be 
made clear that commitment thus far made relates only 
to special railroad retirement legislation • • • • • " And 
I don't know what to do about tha t Two. 

I should not a t tempt t o be explicit about what the 
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commitment is ~t all . Tha t sort of advice will 
hove t o come from t he White House . 

1iell, how would you put it? 

185 

vould you say s omething of this kind, tha t •In view 
of newspaper publi city regarding tentative agreement 
between c arrier s and t heir employees, r equest that 
you make it clear to your respective organi zations •• •• • 

•.••. •1 think it important that it should be made 
clear to your r espective organizations .•.• • 

••••• "tba t the • ••.• " - wba t I am going to say i s that 
the "blank" is s t ill subject to examination and 
approval by the Treasury and the ~ocial Security 
Board, or something of tbat sort. 

1/ell , t hat is - that would be very much more upsett i ng 
than this . I mean they will ••• 

Well , c ould you say this : t hat you think i t important 
to make clear that there has been no commitment - or 
whatever 110rd you want to use - concerning any speci f ic 
proposal? That ' s the f act, isn' t it? You don ' t have 
to sey what there bas been commitment to. You can 
merely say there ' s been no commitment to any speci fic 
proposal or t o the •••• 

••• to the proposal in i ts entirety , or something 
like tba t . ..:ould you say to t ne proposal i n its 
entirety? 

And leave tne implication that part of it bas been 
agreed to? 

I t hink that ' s about the way to say it: that t here 
has not been a commitment to any specific proposal s . 
What do you (Magill) think? 

Well that ' s what 1 • d like to say . The only question 
I ' m ; eising is Ur. kati mer's question of what the 
effect is going to be . 
Wny couldn' t you make it singular - •speci fic 
proposal" - wbicn would take in the whole thing? 

•••• • no co~tment by Adminis trati on •• • ••. " 
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Wha t I ' m not clear about ls jus t wha t was going to 
happen after the conference with t he President. Wha t 
were t hey to go to their principals about? 

Well , they wanted to know how f a r , a ssuming that 
they could - as I understand it , they had discussed 
at some length whether they should take the plan 
that t hey agreed upon among themselves and go back 
to the r ailroads and labor organizat i ons and af t er 
that was done t hen come to the President and say, 
"We' d like t o get this" and see wha t he said after 
that, or wnether - and then they sai d, "No, we don ' t 
want to do t hat , because we don ' t even kno~ whether 
t he President wants any of this or not . ~ill be -
does he even favor the general idea of it?" Tney 
sa id, •We'd like to get some commitment out of n1m 
on that - that ne aoe~ favor it - the maintenance 
of a speci al rule in the syst em. And we can go back 
to our principal s and say that he does f avor that ." 

Now, that ' s why t hey went to the Pr esident . Of 
course, it is obvious that t hey wanted a lot mor e . 

Bow long was this pledge of secr ecy to last - until 
up to tbe time t hat t hey met wi t h their principals? 

I underotood it was to last until tney ..•. Remember 
he said that as soon 6 S they had a meeting with 
the princi pals - tbat after they noti f i ed each 
other tha t ~hey wer e in agreement, be wanted a 
repor t from tbem. I would say i t was to last up 
until that time . 

' Well, I think probably sending a telegram like tha t 
would - if they weren't supposed to even di scuss 
the confer ence wi t h t he Pr esident, I think perhaps 
they ought to be reminded of that fact , reminded 
that it was to be kept confidential . 

Don't know what good that would do . They ' ll all 
sweer they don' t know a thing about i t . 

The further we get, I t hink any telegram sent ought 
t o be approved over e t the Whi t e House by ~clntyre 
or Enrly . 

Yes, I'~ inclined to agree. The more we discuss i t 
the more I ' m convinced that • •• • 
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The point is we don't know how far t he President 
feels t ha t he is committed on this thing . 

187 

Well, the President did say to t he Secretary that 
he isn ' t committed. But jus t the statement you 
make , that t hese people couldn' t go to their 
principals and discuss this matter until they found 
out how the President stood on i t, convinces me 
that tney have gone away with the understanding 
that the Pr esident is pretty well committed to it. 

Well , how coUld they go away with such an impression 
when the President didn ' t know anything ~bout .••.• 

Well, Mr . Latimer, when I - I don ' t know, when you 
deal with the President a couple years •• • And I 
t hink you have to find out how he deals with people. 
Now, he doesn ' t go into the details , but I think 
that there are times when he does give a definite 
impression of approving matters , and I think a 
s tranger might very wel l go out of that r oom plenty 
of times and t hink tha t they have the full approval 
of the Pr esident . I 've seen it happen many a t i me . 

Yes, I know; after it ' s been put up to him • •. Now, 
I started to go i nto some of the details of the thing 
and the President didn ' t want to listen to details. 
Ue didn ' t want t o go into it. But he gave me the 
very impression that he didn ' t want to commit himself 
because he didn't want to hear the details . 

;,en, obviously I should think that the President 
didn 1 t want to take a verbal s t a te!llent of the 
details and give an approval on that statement . Ue 
might say, • I •m in accord with cer tain general ideas 
on this thing,• but before it got down to signing 
on the dotted line he wanted to see in black and 
white just what he ' s underwriting . 

Well , that ' s perfectly true, but he didn' t want 
a~ of t ha t on Friday. 
He 's not committed to any specific proposal, I'm sure, 
and I ' m sure t hey don ' t have that opi.ni on either . 

I think this publici t y i s an at tempt to drive it 
home. 
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That• s probably right . 

No question about it . It ' s coercing publicity. 

I s aid - didn't you (Latimer) hear me say there 
ought to be conferences on this? And then we started 
talking about something else . I kne1v darn well that 
there was going to be a gap between the general 
commitment of the President to the idea and the 
specific proposal tnat they were talking about send­
ing up to the Hill . I was confident that there would 
be a gap there . 

Well , here ' s what we have: "In view of premature 
newspaper publ~city regarding tentative agreement 
between carriers and .•.•• • 

Don' t put "premature ." Just "In view of the news­
paper publicity . " •Premature" indicates there is 
something coming along . 

O. K. , that "premature" is mine ; take it out . 

I ' d say t hat 'NBS premature; go ahead . 

"In view of newspaper publicity regarding tentative 
agreement between carriers and tneir employees, think 
it should be made clear to your respective princi pals 
that t here has been no commitment by Adm~stration 
regarding specific proposals.• 

I would say O. K. Nben it has White House approval. 

How do you feel about it, Wr . La timer? 

Nel l , I think it would - after they get this, they ' ll 
have me on the long distance wondering what the hel l 
this means . 
Well , that ought to be pretty easy to explain, I 
should think . There was a di scussion of general 
principles over there and an agreement that there 
would be no publicity. out comes in the newspapers 
a detailed plan with the implication that the Admin­
istrotion bas agreed to all this and that the rail­
roads are going to save a great many million dollars 
this year in taxes. 
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Peb. 9, 1937 

On Dece• ber 28, 1936, the Preaideut addreaaed a latter to rapr .. euta~ 

tina ot the railroa4 MD&~-ta &ad raUW&T labor orcani&atiCIIl& 1.l1"iJJc 

upon the• "the deaiftl>UH~ ot a conference ••••• to couider the rattr.­

aent probla• &ad attupt to tiJWl a aatiatactozy solution.• He a.aeatad 

that the conternoe f or.ulata Jo1ut racoiiii8Udat1ou tor the b .. eflt ot 

Coll(raaa. 

In aooorcluoe with thia •IIU .. tion, a aeriee ot ooutereuoea baa been 

bald !.u lub.iJictoe. U the 41reot1ou of the Preaid .. t, th1a Boercl baa 

placed ita 1uto...at1ou &ad taclm1cal t aollitiea at the diapoaal of the 

oouterence &ad baa Mde eat1aataa of the coat of nrioua retl.reuat plaaa 

o!Uch han beaD .wier diaouaaioll b7 the contenee. 

'!'he caloulat1011 of ooata baa raiaed a (iueation haYin& to do with the 

ceneral poliO)' lmderl;rUI the fon.l.at!<)o of -i.al aecvit;r ...... , 

•hall a ra1.lrMd retireMat qat. be racarded u an inda~t plaa ~ 

no reletioo to other aWlar -ure• 1uat1tuted b7 the Federal Ootaz _, 

or ahall it be recarU4 u e -"'uU. of the , _,.u old ace beeetii 

-rata:o with a atndure of eddit!CIIl&l b-rita &ad fin&Doial eupport ......­

iapoaed thereon. 

'!'he praetioe.l beu1uC of the quaatioll "" the problee ....s.r c!U­

ouaaioll. oan be ll&de olaar b7 a reoital ot certaio f aota. 

4t the .,MOt of i ta ~t, the old ace beefit &T•ta• craeted 

br the Sooi.al S.ouriv Aot eabreoed rail~ "PlOTMDt. Certaill. tuaa 

were lnied llbloh, 1t -.. eaUaated, 110'1114 reiabllr8e the &O'f8~t f or 

tha upeDditur .. Mde ....s.r the old ace beetit qetea • 

.t. t n -a letar c,,.,.. •• -ted 1e11alet1ou llbiob exoluded -

pl~t "" re.iJ.zoaU ud eloe~ all.1ed orcuiaeUoaa troa the datWU. 

ot .. p1o,unt of the old ace a.-t1 t 111•tea 11114 <11 ft tle nn ot tiM 

Social S.ouriv Aot ahi• uned taaa on n&e• raeei•ed and paid 1u 001'­

re•P"""•nc -~ta • .t.a e renlt of that uti•, -rdin& to caloula-
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Uone .ada by 0111' actuarial ata.tt, beJM!ita papble IIJidar title n wre 

,...tucacl bf en •-t ll"tater \bu the reduction of \&ua IDler Title mx. 

Ia baTe ...Sa n.riou -nre•ata td the bellellta 8114 \&ua IIJidar 

TiU.a n aDd mi. C:Ucul.aUGGa ~ be -.clto 1D tar. of preaeat nJ,,..a 
or or Ulllll&l a»ata or dittareatiala bat-n total baMtita 8114 the 1o­
callacl 1at.l'Md• portion, For pre1ent •~OT••• tbeaa dittarentiala, 

u slllliD& retire_.t at ... " ' bne • preant n.l.M, u ot teciq1 ot till 
order ot *"<>1000, 000 Uld an aancate, without allewKe tor tia td 
~nt, td vparda ot two b1lliooa, For .., nonce retire-t ep or 
67;, t he JlM!Sent nl.ue or the c11ttoreDtiel will be abollt t .350,000,ooo 
aDd t he aetua1 croas a:e .. a wUl exceed 011e bUliOII, Tboao ditfaroDt.iala 

exiat coDer&ll,T 1D the earq ;raars of oparatiOD of the old ace benefit 
.,., tea; but they ue td!Mt bf leter 1Dcreuoc1 tillaDoial prortat.oD, 

B;y nuc ot the relatinl,y 5dYUCacl qea of re1lroed ·~•• 

aa co~ with t boae e~ts ceYerod bf the old ac• beDet1t a;yatea, 
both f or JlM!Sent 081)107"' and Dew entrenta, the dittarentiala for reilrcMd 

•lllllOTMDt would ba to e lo.rc• daCJ'10e paranant. 

Tho q•etiOD therefore, 1D aore apacitk fora, 1a t.biat 1D the 

calculatiOD of coats -t w r eprcl t ho reilroed retire .. t qataa u 
Ill entit;y 1D itaalt, ar can tbe coata be reiarded aa h•Yi.D& been prorlded 

t or it t.ba thancial prori.al.oD 1D the ratire-t act ia eucb that the 

&OYerDMDt boolla are 1D tho ... atate ot bal.anee tor the collbiDatlOD 
ot old ace belleti\ and railro<d ret.ireMat qeta• •• tba;y wollld be were 
railroad e~t all>raced 1D the torar qstea. 

It, 1D your Jude-at, t he aecond or thoae alternatine coutitutea 

the proper poUey, " raiaa t.ba fUrther queatloc • • to 'llhetbor you 1IOilld 

r . ..... tho lldopticm td e tor.ala bf which the 41trarantiala wollld be 

actuall;y placed 1D a ra.1.lrooc1 ratireaeDt. account currentq or whether the 

eon.,.nt, 011 a abowiJI& u to \lie anatiace of belat>ca be~ expenditure 

aDd r inancial npport, \ak1Dc both qatau iDto accouat, abollld •req -'-r­
writa the pa;y.at td beufit.a, laaTiDC io later datera1Dat.1on, 1D tbe UCbt 

ot llllbaaqii8Jlt. deTalopaente, the apecitic fora and •t.hnd ot proYi41Dc 
!iDIJlciel recopit.l.oD of tho c11ttareDt.ialao The !iJwlcial proYiaiOD 
conta~t.ed far the ra.1.lrooc1 retireMDt q ate• will, taldDc DO account 
ot riDaacial racop.it.iDD td tho 41tf • r .. t.iala, support tba proposed 
a;ystaa, iDcl.udiJIC expaau or edalniatnt.ion, duriDC the DeJtt. cenuat.ion, 

SiDe• tho reco-'"'•t.i- ot tho coDterence will undoub~ be re­
ferred io you tor acrutiJIT •• io eotdoratt' with ,.,..raJ. -uJ. -1\7 
polic;y1 I a.a .. t. thot. it. -..14 be aJilllOpdata tor ;you io ...,. ~ 7'¥01' 
Tien to the cODteraea 1D mar tbat. they ~ be ..,..,.... thorabf. 

Copiaa tot 
I, I, Pellq, Pfteideat 
.A.aericu .u-iat.loa td Ja.s.l.JooaU, 
1r. Oeorca L Barriaoa1 c~ 
hll..,. t.'bor .....UW•' ... _ .. \Ia 

toura nr:r ~. 

IJIIIIUtU '. ~ 
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lr. ~ w. Lau.r, 
Cbainwl, 
l\&ll.rO&d Reta-t Board, 
laahillll too, D. 0. 

Febnu"7 10, 1937 

ru .• will •c'mowled&e :rour letter oL '~ 9 uld.a& tor u.. 
opildoo or thU Board u to oerte1A Mttera oL 1-...l. lloe1al Mnl'it7 
pollc7. SiaM eiatlu tueatl.Oid an Ultel,r to be nlNd boa tiM to 
tiM in otller -eot1oe1 a 1tet..t ot the ceureJ. prineiplea 010 
which our -• an b&H4 1a qpropriate. 

We rep1'll the old ace ~it qnaa orMted b:r U.. Social 
Securiv ... t u the ae-1U7 beaia ot all procnu tor old ace 11M111"1V 
within the :ruce ~ ita !a"!el aonra&e• We ba,. DO\ Ulll do DOt (&"'V 

oxolaaiOA troa ootauce b .... OD uq aotl.oa in the t1el4 llllllerteka 

1'01\&ta.ril,)' b:r a dJicle qp1o:rer or a IJ'OliP ot .-plo:ren, althe~~Jl " 
bell.,. <ro1ztar:r baetlta prowicS.d to aupp1-t the old ace beutU 

~·an worUIJ or -urac-t. 
UJlcler oerta1a oiro-te.e•, • bell.,. a federal a:rat- onated 

b:r lecialetiOD apart boa U.. c....U. olcl ace beutit 17't0Jl -.oalcl be 
warranted. !o be J•titled the tolloa1nc coacl1t1oaa abo1&ld be prea.tt 

1 . !he illcl•tr:r llboal.cl be ou att eotecl b:r a utioaal publlo 
intere~t, Clld ODe to 11bioh aonal.l..J federal lelialetloo Ulll reculatlOD 

app),JJ 

2 . !be olcl ace reu.r-t .,.n- aboalcl proTide larcer e.uncate 
beuat1 te thaJl thoH oL .t.be cODeftl olcl ace beaat'1 t a:ratea Ulll ao 1nc11-

n dual eaplOJM lholl14 be woree ott b)' reaaoa ot beilll c....recl b)' the 
epeoial q1tn rather thaJl b:r the ,_r&l old ace b-tit a:r•te•J 

) . '1'be •ohiDer:r tor adah"tratioa of U.. 171tu abol&ld be 

ao ol'laaiaecl u to ope.rate with •d arr .. u- in .-toraiv with 
pollc1M ad.opW b:r Ooacre•• tor nWah\J'IIU,. ...,.._,. 

4. !be -tl.oa ot a Mpuste qataa 8hoalcl in 110 w:r adYereel,r 

atteot the tinalloial 1vpport ot the c-r&l old ace balletit procraa. 
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A apeC11&l railroad re~t. 171ta oru.tecl by CoJIICr .. l 

.oeld, of cov.rae, aaet the tirat. ct th••• coaditiooa. lie lllderat:lDil 

r..- JOur latter tlmt the prcpoaed r&ilroa4 rattr..at qat.ea .... t.a 

tht secccd ecadi Uooa, !ha appllca t.l.on of the third principle nll 

bt daJ*ldent \II)Oil C011ir1U1011&1 polle.1 .. .QOW in tba prccaaa of fonm­

a Uon. 

'fhe tov.rtb prl.noiple tunush .. the ..aner to the f irat of JOur 

epeci!ie questlooa; prorlaioo of u old ac• retir .. .,t 8J&tesa for Q¥ 

•ptc1!1e il""P i a to be re1arded aa ecapoaed or t he 1eneral old ace 

bollttit ayatea, with ita corrol.at.ive financial 101pport1 with aup.,._ 

iaj>O..,d structure ot boftafi to ADCl a corretpondilll a&lllll of prondi.ol 

tor th• . In other word a 1 tha erau tlon of the apeolal IJ&t.- should 

not altect the balance betneo J.ncooaa .ad outco llblcil would .n.t 

rlthollt it. er .. uoo ct a aeperate railioad r etireaent ~J&tem hu 

aot, of collr .. , adYeraalJ affected thla balance, but 1n other caaea 

thla •·ould not be true and it h laportant to u tahllah ~ precedent 

here ao tbat the acceptance of th.e prl.noiple aay be aeallred . 

A• to t he aecoDil queaUoo1 it aeMJI to u =wi•• to rora114te 

at t.hia tlae 11111 rule for the pv.rpoae ot J.ncl ooing cllrrentlJ 1n the 

railroacl l'lmd the dllferentia la nfarred to by JOU• lt ~ppeare aore 

appropriate f or the IOYel'DIIeot to acree to Wlderwrite the benatlta 

on a allowilll b7 )'OU of the exilt ... ce of t he &enoral belbnce. thia 

rlaw 11 bleed on HYer&l conaidera tiOIII. Firat, the Social ='eourit,y 

Act ia •Ull 1n a deYaloJliMIItal •tal• 1 d oubtless ch . .ngea ~ill troa 

Uae to tiae be follnd deairnble . Chaa&os e.ffeetlDI the old ao;e 

ben8tit qat• will &-X • sa correaponcllng chnD.c•• 1n the d1tforentl4l, 

&od 11111 ... .,..._ta now aade would require renaion. Second, cb .ogaa 

1n eouditlooa .,., require aodi tlo.tlOD of relerYII poll1:7 aud the 

&oTernaent abonld, 1n thla reapeot, be left tree to work out that 

l'l'Obl• without \lllll&oeaeary r .. trlctiOil, !hlrd, c!lrrent CJ.naocial 

raeopltioo of the dllferect.ial 1a not needed to aupjlOrt the belletitl 

tor 811111 ,..reJ &ad, the .... uranoa of old ~· security for the eaplo7ee• 

attectecl 18 1n no WIQ" dla1niabed by le&Tin& the IOYeJ'!I.UI1t tree to 

deteraJ.ne ita f:i.DeDolal pollOT 1n thla r eapeot u condiUooa 8.1.7 

troa uaa to t1ae 1nd.lcsate. 

lD acoordaooe d th JOll.l' Slll:i .. uo.o I aa aeud.ln& a cow of 

W e letter to llr. ;r. 1 . Pella7, Proaideot, Aaerioan baociaUon ct 

Rallrot.e!a 1 
ADCl 11r. Geor1e 11. Barri_, Cbaln&D, R.Un7 Labor 

ll<ecuthea• Ueoole\loo, 

. . . 

19~ 
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' _,_ 

.... ~ •• J.a\i.- - l/li¥YI 

11r. 1. 1. r.u.,, ~' 
.&a1041&ti• ot .&Mrieaa LUndl, 

lr. holl• •• IIUrS.Ma, •·t ' 
lail.., Labor b ftUftll Alnliat.Sa. 

. -. 

193 

Regraded Uclassified



194 

PJJlJ.PBRASJ: OJ' T I:LIIXIIWi UOJ:ITJ:D 

J'ROK: Aaerloan J:abaaey, Parte, 

DlTI:: K&rch 2, 1937, 1 p.m. 

~ 
J"ranoe 

JO,: 293 

COifJ'IDJ:ftlAL. 

A reliaale newapaper correspondent hae t old me that 

he had juet eeen Blum and that the latter authorized him 

to publiah a atatemeni t o the effect that a decision 

a.gainst exchange c ontrol had been llllll.da by the French Gov­

erllllent. According to my informant, Blum said that 

the financial and monetary diffioultiee of the Govern-

ment would be solved by exchange control and the majority 

would receive it with eat1efact1on, but there was one 

controlling reason for deciding a&&1nst it - i . e . , it 

would run counter to the declaration of policy under the 

Tripa.rti te Agreement, and that the un1 ted States and Bngland 

would look upon it with disfavor . Therefore the French 

Ooveru.ent would not inetitute exc .. nge control, and for 

this reaaon o"Dl.y. 

In addition Blum told my inforaaat that the queation 

of the mOdification of existing tarifh and quotas waa 

being studied by Professor Riet. He said the s tudy would 

be au'blll1 tted to Parliaaent for appropriate action as soon 

as it ie oa.pleted. 

The above aooOIUlt throw• light upon an inaplred 

statement publiahed in the AGJ:IfOJ: ICOIOKIQUJ: IT J'!IAIOIIRI 
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t bh morn1Dg to the affect that ttaa J'renota ~er-•t 

i ntended to atud by the acmatar:r alld aooaoaio polio:r 

195 

eet out in the Tripartite Agraaaant, and that the J'renoh 

GoTer1111ent did not intend to aalta a o~a 111 thia reepaot. 

WILSO •• 

U:Lft 

• 
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Uaroh 2, 1937 

J~ . Ualle~ came in to see t h e Secretary today at 
4:30. !.lr . Lochhead was also present . 

The following is e~enographic report of their 
~:~ea ting : 

!!r. 1!!\lle ~ : I SJ!I afraid our poor friend TrenthSJ!I 

1S6 

is still laid up wi~h the f lu. He asked me to bring 
~-is ceeeage down ~o you ~ba~ be J us~ go~ this a!ternoon 
tram the C~ncellor of ~e EXchequer. (Copy is at~ohed.) 

HU,Jr: Let me read ~his ou~ l oud. 

"Please ~hank Ur. llorgen~hau f or his 
message and assure him ~hat I fullY 
share h i e desire tha~ "e shoul d con­
t i nue ~o keep 1n closes~ t ouch about 
the French situation . 

As stated in Chancellor of t he EX­
chequer' s message to ur . Uorgsntheu 
February lOth Hie U&J esty ' s Government 
urged the French Government to take 
speedilY most vigorous action t o r ss t ore 
confidence . French l.! i ni ster G 1.n their 
replY sta ted ~bat ~he French Governasn~ 
wer e firmlY refusing to i mpose exchange 
con~rol and that measures which they had 
under cons ideration i ncluded tree move­
ment of gol d , a pause 10 increase or ex­
penditure, use of a more ela&tic tech­
nique by French equal iss t1on fund to 
defeat specul ation, limita~ion of r i se 
in prices and reduction of customs 
tariffs and abolition or limitation of 
quota restri ctions . • 

I want to ask you (to ur . Lochhead) a question I 
have meant to ask you before . \7hen the French devalued 
t he last time , did they sei~e all the gold or didn ' t they? 

l.!r . LOchhead: Th eY technicallY declared ~hat theY 
rere going ~o take it over, but theY never go~ i t . 
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HU ,Jr: They have never taken it? 

Mr . Lochhead : No . They have taken no actual 
physi cal steps . They said gold should be turned in 
but t hey never put up any restr1ot1ono or exacted anY 
penalties . 

HU ,Jr: They never went through with it? 

ur. Lochhead: That's right. They never went 
through 7-~th it. They modified it after thov said 
they had to turn over all the gold. Then they ta!~, 
~~ ov.r the gold and we will give you certificates 
ror which you w111 0 et bonds and they paid a premium 
on thnt , but even that has not drawn out much gold . 

HU ,Jr : But they never went out and took the gold. 

tlr . Lochhead; No; never went out and seized the 
t lle gold. 

!lr . Hallet : Didn ' t t hey put a penalty on gold 
being broUSht back by the French? 

Hr. LOchhead : The idea •:as to turn the gold in, 
c et a certificate on which you could get a premium, but 
n~body haL paid any attention to i t. Juot like collect-
1~ taxes -- nob~v paid anY attention to i t. 

HU.Jr: (Resuming read ing.) 

"H1s Ua.l esty • s Government regL'rd ( 1) a 
tree gold market combined with (2) s core 
elastic t echnique in employment of French 
equalisation fund as of special importance. 
As regards (1) foreisn exchange should be 
i n our vtew treated on the same footing as 
gold and capit&should be free to return 
to F~11nce without penaltY or hindrAAce." 

l~r. Lochhead: In other words, the Fr ench should ~e 
able to bring back excbanSe they have abroad without pa.-

ing a penalty on it. 

197 
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HU,Jr: (resumi ng reading.) 

"As regards (2) it was explained that 
our experience suggests that so long as 
rate of franc is rigidlY pegged specu­
lators for a fall can operate at small 
expense i n hope of making a profit with­
out incurring a loss. His Uajesty's 
Government stated that they would be 
quite willing for their part if it were 
desired by ~rench Governcent and should 
Uni ted States Government concur to s~ate 
t hat it was with full concurrence of Ria 
UaJeaty's Governoent that French Govern­
ment intended in present circumstances to 
mp~e use o! liberty given by existing 
French law to very value of tranc from 
time to time . • 

HU ,Jr : When he talks about varying the value of 
the franc , he means . ... 

Mr. Lochhead: They paid at the middle r ate and 
keep it at the middle rate with the right to devalue . .. 

!!l.l,Jr: He says something l a ter on about t he &f.. 

(Resuming reading) 

•r had expected to receive a further 
coccunication from French Government at 
t he beginning or last week and was wai t­
ing tor this before sendlng a message to 
ur. Uorgenthau. Bu~ I now learn that 
French Government postponed anY decis i on 
until after debate in chamber on FridaY 
last and that I cannot expect anY further 
communication for a d!IY or two." 

"HiS UaJ es-.y 'a Government agree w1 th 
the UnitedStatee Government that a further 
depreciation of the tranc by no t more than 
eight per cent would in present ctrcum­
atances not be open to obJection but as 
explained above they consider that in 
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•order to restore confidence free movement 
of gold at 1ts full value should be per­
mitted and that the franc should t hen be 
allowed to vary wi t hin 11m1ts fixed by 
French monetary law. They would be very 
glad to learn if the Uni ted States Govern­
ment agree in this view.• 

HU .Jr: I Just can ' t pnswer that today . 

Ur. l.lllllet : Uo; quite , 

HU,Jr: (Resuming reading) 

•Generally speaking H1s Uajesty's Gov­
ernment feel that situation depends on 
internal measures to be t aken by the 
French Government who have al ready been 
informed that Eis Uajes t y ' s Government 
1n the Uni ted Kingdom have no s~atutory 
power even 1f they were willing to t~e 
part 1n a modified pool10S of stabiliza­
tion fund resources as seemed at one time 
to be sugges ted ." 

199 

I can say t hat t hat has never been suggest ed to us -­
that we pool our resources . 

!.!r. !lallet : I suppose t he French CIIISt have susses ted 
that . 

HU,Jr: To t he British, but 1t was never suggested 
to ce . That 's a new one. Am I right (to Lochhead)? 

J.!r . LOchhead: Absolutely . 

HM,Jr: They have made other suggestions , but not 
that . 

(Resuming Reading) 

•aut I would like Ur. Uorgenthau to 
know that 1n QY personal op1n1on there 
now remains l i ttle hops of avo1d1ng a 
breakdown of monetary agreement due to 
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•exhaustion, perhaps in t he course o! 
this week, of recent London credit. 
I agree with ur. llorgenthau in think­
i ng t hat t here is nothing wh ich the 
United States Government and Hie 
Uajeet y 's Government can do to helP 
the situation t hough o! course I should 
be glad to consi der any suggesti on o! 
action which might be taken in concert 
to prevent breakdown. • 

HU.Jr: Well , I will J ust have to d .geet th1e. I 
appr eciate t his very ouch and appreciate the Lcportance. 
All I may eay i s t hat ~. Chamberlain i s even more pessi­
mistic than I am. I gave the French Government two weeks. 

!~ . Uallet: To exhaust that fund? 

Hl! , J r: I gave them two weeks . 

L~. l!allet: And be 1ll giving t hem thiS week. 

HU ,Jr : We gave them two. Not tO be too harsh, I 
told Ur. Bonnet yesterday the month or uarch. I didn't 
want to be too harsh. 

ur. Uallet: Yes. 
::;c.gges t l 

Did ur. Bonnet have anything to 

HJ.! ,Jr: Nothing! He brought, as far as I Bll con­
cerned , notn1ng. Nothing. or course , t he onl.v think 
t nat t his does not answer (and I don't know that there ie 
any answer) and that is, I suppose -- i! the French this 
week, or next week, or t he week after, should collapse, 
just how your Government and ours would handle the situa­
tion . I don ' t know and I don 't suppose either o! us 
knows . And that was t he quest i on that I asked your 
Ambassador to ask ur . Chamberlain and I su,ppos e , pendi ng 
t he actual breakdown, I suppose we don ' t know how t o face 
t he situati on . 

Ur . Uallet: Depends on how the breakdown occurs. 
wouldn 't it? I! the French should, as a last resort , 
suddenlY try to impose restrictions or eome sort 
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HU .Jr: Well, of course, you know what happened 
t he last time actually it was from Thursday noon to 
Fridll,y midnigllt tha t we put that agreement t hrough. 

ur. Uallet : Ye s. 

HU,Jr : People with experience with them before 
d~ say t hey never do anything until t hey are on the 
bri nk of the precipice . 

Ur. Uallet: It l ooks like that now, because they 
neve Aept the Caancellor waiting ror four or five days. 

!!I' L!>chhead: I i magine t hey would notify us as 
?f~ties or the agreement if they took another etep, but 
I aleo 1mag1ne they would notifY you on Friday 1f they 
were not able to operate on the next day. 

!Jr . l!allet: Wait until the last moment. 

201 

Ur. Lochhead: Yes ; 1·mi t until the last moment, and 
I i magine they will carry out the letter or the agreement 
by notifying us or consulting with us , but I am afraid 1t 
wil l be too late. We will have t o have very quick action 
between the Bri tish and ourselves. 

HU.Jr: Let 's say that ur. Chamb~rlain is right . 
Let ' s say 1t is this week. I can't-- I can Just - - I 
au 1n complete accord with h1D t~&t lt is an i nternal 
French cntter that the French can only cure themselves. 
I am 1n accord with that. 

!lr. L!ll.llet: Yes. 

Hl! ,Jr: I am 1n complete accord w1th :.rr. Chalnberlaln 
that this 1e an internal French matter and certainlY there 
lo nothing that I can saY that we could do from t his side 
to holp them 1n their present dilemln. Where I differed 
from ur . Chamberlain, I was giving them two weeks. 

ur. tmllet: Uh- !lub . 
HU , J r : Now ~s to th1B question of tree gold movement, 

I would l ike to think about t hat. I reall~e he is ask1nS 
me a direct question. I could not Just . . .. 
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Ur . !Jallet: No . Uo. 

~: But the important things are (1) he says 
and I ~said 1n my message , that we are both 1n agr~e­
ment that 1f the French want to devalue ano t her a percent 

l!r . !!allet: You have said that alrefldy , of course . 

HU,Jr: ~e are 1n agreement on that. 

!Jr . !!allet: It would not do any harm to t ell him 
again . 

Hll.Jr : No. I eo think1.ne Jut l oud. t<o• th1a 
ot.;;er thlng -- the question of free gold movecent; franklY 
I have been sort of tb1.nk1ng in tne other di r ection - - that 
the French should more nearlY follow our pattern and they 
should go through wit n t he t bl ng and seize the gold. It's 
ell right to say that, if you wish to; that I have been 
tn!nki ng more or less in the opposite w~ and if I had to 
prescri be , I want !.lr. che.cberlain to set this . (To ur. 
Lochhead: I s that all right? Ur. Lochhead: Yes. HU,Jr; 
I thought you wer e shaking your head because you disagreed 
wit.h me . !.lr. LOchhead: ~lo . ) 

HL!,Jr: I wae think1ng t h1S way more that the French 
chould have done what we did; that 1s, s elze all the gold . 

Ur. Ualle t : Yes . 
HU,Jr: And then percit gold to cove freelY as be­

tween dOverncents, Just the way we do now. You,see? 

Hr. t!allet: Yes . 
HU,Jr: But whether i t' s t oo l a te tor them to carry 

out that program now , I don ' t know. 
ur. Uallet: yes . On that point you reflect more - ­

you have been thinking 1n the ot her woy , but you are still 
considering the question or his suggestion of free gold. 

HU,J r: I.nascuch as he raues the polnt to my mind. 
But I s;d been running in the opposite direction. 
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Hr. l.!allet : Yes; quite. 

Hl! ,Jr: lfhy d1dn 1 t t he French go through with t he 
program and seize all gold? 

nr . Lllillet: Yes. 

H!.t. J r : You see? 

Ur. l.!al l et: In Septe>-ber last. 

HU .Jr: Yes, when they made ~e declaration 

203 

nr. URllet: Would that not have run counter to the 
1dea a t the t ime ot treeing trade barriers? 

HU,J r : No. That was purelY internal. 

l.lr. !4allet : Yea, internal. 

WJ,Jr: But I don ' t t hink at t his particular stage 
t ha t 1t' a very important . I t hink it's too l at e. But 
rey mi nd has b een running in t he op ;>oeite way . I have 
kept eayi ng to myself , Why don't t he French go through 
witt t hi s t hing and t ake all t he gold Just t he way we did? 

t!r . JJa llet: Yes . What wa s t he question that you 
sa id t nat you h ad mentioned t o the ~baeeador and that 
t his doee not answer? 

~: Oh ! Tne onlY question I Qentioned t o the 
Ambaesaaor-(and there may be no answer) -- What can t he 
Brit i sh Gover nment and t he Uni ted States Government do 
in cas e ot a financial breakdown in France? 

!Jr. Lochhead : In other words, we have a Tripartite 
agr eement t o which two others have been added. If France 
dr ops out, will we drop 1t all or will we salvage t he rest 
ot the countries? 

HU .Jr: I asked that and t here is no answer to that 

question. 

:Jr. Uallet : 
be t nink1ng of and 
to t hem. 

It certainlY 1s a queat1on they must 
t here ia no harm 1n putting it over 
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Hl! . Jr: And you mi ght eay, as a matter of mr own 
interest , I t hink it is a very important question. 

Ur. L!llllet: Yes; quite. 

HU ,J r: Here are three members of the Tripartite 
Agreement . France drops out. What are we going to 
do? Go ahead and try to carry on anyway cr that question 
! put to the Ambassador and asked hi m to put to Ur. Chaober-
l:~1n . 

Ur . !!allet : I don 't r <-cember exactlY how he phrased 
it . 

HU.Jr: But t here 1s no reference in ur . Chamberlain's 
message to c e and if ur. Chamberlain is rlgbt (and I hope 
he is not) , we will have to cove awful lY fast. 

Ur. Uallet: Yes . AnYbhow I can put this question. 

HU ,Jr: And even if I had not said it before , I say 
t t no'fl . Here we have a Tripartite Agr eement. I don ' t 
know what you call it when two peopl e belong to ~t. 

Ur. l!allet: B1ls t erl!.l . 

HU,Jr: And you m1c;ht eay t his to ur. C.nsmberlain: 
th•t it w111 be our desire to do everything possible to 
cooperate wit h the remaining members to keep stable ex­
changes . That we will do everything possible. 

J!r . Uallet: I a:n sure he willbe glad to hear that . 

Hll , J r: To get down t o t he realistic, 1t will get 
down to the stage of what your Government end ours can 
end will do. 

Mr. Urllet: Yes ; quite. 
~: Holland, Belgium and switzerland can ' t hel p 

an awtiii-IOt. . 

ur. JIM.let : No . 
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HU ,Jr : It will get down, in t he final analysis 

L!r . I!Rllet: They w1ll expect a l ead f r om us. 

){!!, Jr: Yes . They w1ll expect us to do something 
want to say to h i m t hat I w1ll do ever yt hing that 
to help . 

l.lr . l~llet: Yes . 

HU.Jr: And I thtnk you might say in the next t ew 
days t hat anyth ing I get I will immediately transmit to 
nlo. 

ur. tlallet: Yes . 

Hl.l.Jr: And I would appreciate receiving the seme 
sort or treatment t r om Ur. Chamberlain . 

t1r . !la llst: Ye s. 

HU ,Jr: I t l s not very pleasant , i s i t? 

ur. Uallet : No . 
you have put into i t. 

I t 1r r eally t ragi c - - the work 

Hl.l ,Jr : For your 1ntoroat1on, Ur . Bonnet caJJe ln 
hero y esterday end started to give me what we call •a pep 
talk" end I said - - I listened tor 15 m1nnt es , and I sald, 
•well , ur. Bonnet, I am no d iplomat. I know what t he 
conditione are i n your country end wouldn ' t you r eal ly 
like t o be trank wit h me? " And he complet ely changed. 
Completely ! He went on t o say that he made a speech 
tour mont h s ago t hat all t h i s would happen. 

l!r . Ballet : 
devpl uati on. 

He d id. At t he time or t he first 

Hl.l ,Jr : He di d . 
be complet ely f r ank? " 

llr. l!Mllet: Yes . 

WJ, J r: Nothing. 

I Just eeid, •oon' t you wen t t o 
Then he complet ely changed. 

He had no oonor ete suggestions ? 

AbsolutelY not hing. And I t cld 
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htm - - not t o be too har sh -- that I gave btm a mont h -­
the rnonth of Uarch. 

ur. Ue.llet : How did be react t o tbat7 

Hll ,Jr: He was very serious. 

J!r. !.!allet : Peseim18tic7 

Hll ,Jr: Uo . He did not s~ anything. I snld, 
'I gtve you the month of Uarch.' Of course, we telke1 
~~nut the French f air . 'It you could onlY hang on untn 
thqt .' He said something ab >ut tax p~mento. Said if 
t ney could get by the next tax recei pts •... 

ur. Uallet : This is supposed to be thelr bad season, 
i sn ' t 1t7 

tru .Jr: Yes . If they could get by this thlng . . .. 

Ur . !.!allet : I1' they could get by JJarch, I suppose 
t hey would hive a chance. 

Hll Jr: ~ell, t hank you very much and vleese thank 
llr . Che.m~erla1n very much and I think we have si mplY got 
to work Just as closely as we can together. 

llr . J.!allet : Yes , we have. 

HU.Jr: ~ regards to the AObas£ador . 

206 
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MESSAGE PROM TBB CIWICELLOR OP THE EXCHEQUER 

TO TUB SECRETARY OP THE UNITr.D STATES TREASURY. 

Please thank Yr. Norgenthau for hie 

message and assure hi• that I fully share his 

desire that we should continue to keep 1n closest 

touch abou t the French s i tua t1on. 

207 

Aa stated in Chancellor or the Exchequer a 

message to Yr. Koraenthau Pebrusr.r lOth His Waj est7' s 

Oovern.ent urged the French OoverDilent to take spee<Ji/:; 

•oat viaoroua action to restore confidence. French 

Ministers in their reply stated that the French 

Gove rnment were firmly refusing to impose exchanae 

control and that measures which they bed under con­

sideration included rree movement or gold, a pause in 

increase or expenditure, use or a •ore elastic tech­

nique by French equalisation fUnd to def eat speculation, 

lt.itation or rise in prices and r eduction or cuatoma 

tariff s and abolition or limitation of quote re-

stric tiona . 

Hie llajeaty ' a Ooveraaent regard (1) a free 

aold market combined with (2) a •ore elastic t echnique 

in eonplo;rment or French equalisation fund ea or l!l)echl 

importance. Aa reprda (1) roreip exchaDife ehould be 

in our rtew treated ;,n the a•e roo tina aa cold, and 

eap1\a.l ebou1d 1>e ,.,... to ... ~to Prance w11bout 

explained that our experience auueata that eo lone 

••I 
Regraded Uclassified



• 

208 

ae ra~e of t'ranc ia riaidly paged apeeuJ.a~ora for 8 

faJ.l oan opera~e at small axpenaa in hope or malting a 

profit withou~ incurrina a loaa. Hie Majesty 's 

Government stated that th~ would be qui~e willina 

for their part if i t were desired by Franeh Government 

and should United States Government concur to atate 

that it was wi th full concurrence or Hie Majesty's 

Governmen~ that Freneh Government intended 1n present 

circUJIIStancea to mal<e use of liberty given by existing 

French law to vary value or t'ranc from time to time. 

I had expected to reoe1ve a further 

co11111un1cat1on from French Government at the beginning 

or last week and was waitina for this before sending 

a measaae to Mr . Morgenthau. But I now learn that 

French Government postponed any decision until after 

debate in chamber on Friday last ~~nd that I cannot 

expect any turther cOCDunication for a day or two. 

Hie Majeet;y ' s Government agree with t.he 

11n1 ted states Government ~hat • further depreciation or 

the franc by no~ more than ei&)l~ par cent would 1n 

praaan~ cireume~ancea no~ be open to objection but aa 

explained above ~he;y coneider that in order ~o rea~ore 

confidence tree movemen~ or aold at ita full value 

should be perm! tted and that t he franc should then be 

allowed to var.r within liMits fixed by French moDetar,r 

law • They would be ver;y alad to leam if the un1 to d 

Stataa Government a~ee in thia view. 

Generally apeakina Ria Maje•~J' a Government 

real that situation dapenda on internal lleasurea to 

ba taken bJ the French OovarNMDt who have alreadT been 

informed/ 
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i~ol'lllad that His Majeat7 '• Oonrnaaent in the 

United Kingdom haTe no atatutoey power aTan it' they 

wore willing to take part 1n a modit'iod pooling ot' 

stabilhation t'und reeourcea •• seemed at one time 

to be eu&gaeted., But I 110uld like Mr. Mor&enthau 

to know that in DIY personal opinion ther·e now 

reiD& ins 11 t tle hope of s voidin& a b r•ealrdown of 

monetary agreement due to axhauation, perhaps in tbe 

couree of thia week, ot' recent London credit. I 

•&rae with Mr. Morgenthau in thinkin& that the•a 1a 

nothing which the United States Government and Hie 

Majoet7's Government can do to help the situation 

thouch of course I should be &lad to consider eD7 

sucgeation of action which might be taken in concert 

to praTent breakdown. 
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Copy ot cable h-oa 11r • lilo eo-., ll'oo'1:.'• J1aN11 t , lilT 
BAJI!RS !RIIST CCIII' Ul, I. I, 

f!IQLI!!B COIJll!IOIIII CIOOJ) 10 LIT 00111 Dl'&fll) CIR!AIIILI I!I!IU IJ:a 
l!.U OR ao. II) DI3CIBI101S JX)u.tJ\ WE II!Iel 1!11111 ACCIP!I.D AL1'!D.OH SOli 
7UI.I_, DOLUil STILL SO&Iflllf IIIIIUY.ll.UID. CX1D1n0U 110LU.1D 'fFlii ~ 
&lD ST,ADILY IIIPRDtiiO. 1Dr ftiL TJUD I:ID'I.U'IOI 11iDUCKC COOl'S UiJ ~ 
DtSCOOn' 20 Zl,ll SUPnOIIIIT Wlitl'dit IIIPlX:ULLI IIIY!I.OlftOII II'P!ICTfD DC11ti1D 
IQlLD PlUCI RIB&. I>lilllWI&. .... ~ III!'IIILtU.I Jar STILL Lnl iG f!tWWI.lt 

AGRICULTURAL t'I!OllUCa <ll IIIDIJCI I!S lltUDIJID t.rfiS, tillS COUftll! 'fUII 
PltOSP~US OOIIITA!ft'LJ OA11IIJIO OOLD AID Dln8IJ, ADD'I'Y .lBJVr !'ROSPICTS 
IIC!W!D PRIC!:S 1t11113 DISC011SI111 ~&IUJO f!LIII ~ DDDil 'l!IDtS ltLL 

l'ftOPAQAliD& A.BO!Jf IIUJ.GJ:D CU1111DC! Jar Ja!OUS TIIU J. 1o1ft ~ IIOUUI 
IIILlll&nt.I STJ.Il! lliPt.lftOII II' waiiO YJ.J.a caiii!IIOI. .W. COtiiTRI!8 
CO;i.;CIOJ~ GI!'JWI ~ 11V1' J.LtW II) IOLftlOI II:SCUJTU .. #IIW>IISLY 
110 lOr IXP!CT COIQ1TTIJI8 '!0 P1*1a 0087' Pill COISIIE.UIZ tDII WI Ull IO'r 
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I'C:DE.RAL RE.SERVIE BA.HIC 

OT HEW YORK 

coRRESPONDENCE 
SULIEC'n--

- nlen Sprouul..l----

211 
o•n March 2. 1937 , 

llr . Araki, local r epr esentative of the Bank of Japan, called 

Re said he had just had e cable from his head office 

concerning his government 1 s intention to export certain amounts of 

gold and, specifically, to ship gold to this country. He said t here 

rere four poin t s in the message: 

l. The Japanese Government is going to export some 
gold to replenish its foreign funds and to en­
able i t to continue support of the yen , when 
necessary . 

2. The amount which it has presently been decided 
to export is 13, 955 kilograms which, at e35 
per fine ounce, he estimat ed would amount to 
about $17, 288,000 . 

3 . It is thought that this gold will be shipped 1n 
three approximately equal lots, the first ship­
ment to arrive at San rrancisco on March 24th 
on a Japanese boat. 

4 . This is gold which the government turned over to 
the Bank of Japan, a t t he time when J apan l ast 
went off the gold standard. 

Yr. Araki said he did not know whether t he gold would be 

eonsi~ned to the Xokohsma Speci e Bank a t San rranc1Sco, or whether 

the Bank of Japan would handle it and, perhaps, consign it to the 

F~eral keserve Bank of San r r ancisco. He said there is now·some 

talk about having the goverrunen t 1 s exchange business handled by and 

through t he Bank of Japan, rather than through the Yokohama Specie 

aank. I suggested that if the Bank o r Japan expects to handle gold 

sbil!llents with the Federal Reserve Banks, he should consult with us 

•bout t he details. 
Yr. Ar aki also explained tha t this mo•e on the part of hiS 
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I'CDERAL RESEftVC .ANK 

OF' NEW YORK 

coRRESPONDENCE 
OAnl&flTCb 2 1 1937 . 

SUIOJECTr ... ----

Allen Sl!p_ronuu~l~---
- 2 -

,
0
,

11
mment r epresents taking the middle course with respect to support 

The previous government , he said, had instituted import 

-···"''" which, by itself, might lead into something like the German 

extreme method of handling the situation. At the 

extr eme, t here would be no control and free shipment of gold. 

!he present rovernment, he said, has decided to r et ain some measure 

or Import control for the present and al so to ship some gold, which 

represents the middle course. 

~r . Ar aki said his government does not yet wish to make pub-

He the det ails of its prospective gold shi pments, but that it would 

be appropriate for us to advise the Treasury at Washington if in our 

Judgment this seemed desir able. I told him we would do so . 

ll:l lll 

,. to\ A''''-..nt1 
... .., 

...... -.. ·--·~· 

Regraded Uclassified



PAIUPIIRASI OF TILICIWl RIOIIVID 

J'ROll: Allerioan laba.uy, Parie, France 

DATI: March 3, 198? , 5 p.a . 

NO.: 393 rROll COOH!U.N. 

RUSH. 

Strio~ly oontiden~ial and urgen~. 

This afternoon I waa viei~ed a~ the Eabaaey by 

Professor Riet. 

I quea~ioned Professor Ria~ aa to the significance 

of the inspired article in today 1 a ieeue of AGENCI Eoo•oliiO 

E'f FIRANOIIRI ~o the effect tha~ the French GoYarmaent in­

tended to adhere to tbe monetary and eoonoaio policies ee~ 

out in last September • a Tripartite Agreement , and moat par­

ticularly , ~hat par~ of the undertaking toward lightening 

quota and exchange control. I wae told by Professor Riet 

that until I showed the article to him he had not seen it. 

Be expressed the opinion that the purpoee thereof llligbt be 

to c011bat the rumors current recently to the effeo~ that 

exchange control might be undertaken by France. 

DuriJig the oODYereation Profesaor Ria~ ineillted tha~ 

the GoYernaent auet make the choice, ecaewhat ae Reynaud 

pointed out in the debate on Friday night, betw•en f ollow­

ing the liberal polioin of euch cou.ntriee ae Great BrUain 

and the United States, or the closed eoonoaiee of euoh 

countries ae Italy and Oel'lll&llY• Bl .. , he said, wae per­

sonally yery prowl of hie progreee and euoceee 

J:J11! SIOTIO• on. 
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Karch 2 , 1937 , fra. PARIS. 
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success in hie foreip policy and in the imprOY-t of 

relations w1 th ll&llY of the moat i11portent nations. Blua' a 

oatural end personal oboice, be said, would certainly be 

to follow the liberal course, end t o to d.rerything possible 

to keep the Tripartite .tgreeaent intact. However, Rist 

said that 11 ttle progreee bad been made in remOYing trade 

barriers, and considerable pressure ie being exerted. 

i n favor of exchange c ontrol, particularly by Governor 

Labeyrte. 

Riet called. on Blua last week in hie capacity as 

Chairmen of the COIBIIittee of Trade Policy. Riat told •• 

taat he found the Premier was very ey.pathetio with hie 

argumenta in favor of a t r ade policy which ia more central­

ized. Riat said Blua gave bia hie apprOYal for preaen'Cing 

the S&llle arguments to the Minister of Agriculture. In 

Rht1 a conversation• with these two officials he •de the 

point that it was to the advantaae of Prance to liberal he 

t rade - both from an eoonaaio and a political standpoint . 

It was essential !rca the i nternal viewpoint to atop P'ranoh 

price• from riling abOYe the international price level; 

facilitation of import• would be a moat effective aean1. 

He advi1ed Blum that fro• a political viewpoint he 1hould 

let hi1 Senate &Dd Cham~ realise the pro~••• a&de by 

France in her international relat1on1. Jle lhould al1o 

Sllphasise the catastrophe whioh would ooae if france now 
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resorted to aeaeures -de fUtou.e 'by OerMDy, and thereby 

failed on her tripartite asreement. 

Riet reaarke4 in the oou.ree of the conversation that 

the OoTerllllent and partiou.larly the Kinietere of Eoonoaioe 

and o~eroe bad suffere4 a enere 'blow a few d&ye ago 

when the senate did not paee the bill siTing the G<werD­

aent renewed authority to ~e tariff 

ERD SIOTIO. TWO, 
WILSON. 

U:L'fl 
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Dlba88Y, Parle. 
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changes. It 1a possible tbat this measure may be passed 

1n its orig1Dal or a modified form, but for the preeent 

the Goverlllllent could not feel free t o ll&ke any draetic 

quota and tariff policy change. According to Rht, the 

Minister of Agriculture stated that complaint was already 

being made by agricultural i nterests that aaequate protec­

tion was not being gil'en to them. Rist said he replied 

that the farmers themselvee ought to know that they are 

bei ng benefitted if they get agri cultural aaohinery in more 

cheaply, and that for the duty on wood to be less is to 

everybody' s advant age beoauee a general rise in coste, 

particularly in the building i ndustry, would result fro. 

a rise in t he price of wood. 

Riet is going to continue to try to bring about a 

more liberal t rade policy in France, but he ia not too 

sanguine about faYorable reeulie at an early date. He 1a 

of the definiie opinion that the pres• oOI!UIIUDique of today 

should not be taken as an indication of an immediat e and 

great change in the trade policy of F'ranoe. Tha Blum 

Government is as strongly political as 1i ever was, accord­

i ng to Rhi. He gre&ily regrets thai from a financial 

etandpoini ii does not inspire 'the confidence of ibe people. 

He doee nci beliBYe 'that it would be wi se to try to 

oYerthrow 'the preeeni Oo•era.ent for political reaeooe. 
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should thle happu , wide aooial reperou88iona aigbt reeult. 

The beet t b iD& t o do, he eai d , is t o work toward a change 

of policy w1 thin the pr esent OoYernact • e traaework. 

I asked R11t wba t aeasuree sbOilld be t aken in the 

oircumetancea. I n hi e opinion, be eaid, the moat eseantial 

point was for Blua to let it be known that there wi ll not 

be a continued rile in OoYernaent expenditures and in P'renota 

prices. So laag as fear on either of these pointe i s felt 

by the French peltpla • they will not baYe oonfide DCe in 

t he financial and a onetary situation of the country. 

It would, Rist admit ted, take a lot of oourage for Blua ~ 

take and a nnounce a decision radically outting expenditures 

and aleo adopt the •aeures neoeae&ry to atop the rha i n 

prices , but he feela t bat if Blua took auoh stepe, he would 

be sustained.. 

ll'i tb r egard t o the lesser teobn1oal measures, I had 

been told by Riet befor e I visited t he United States , that 

it was wrong t o penalize gold and exchange holding, ae well 

aa the inspaotion of bank accounta inatituted to eearob 

out tboee liable t o punia.baent under t he Ootober 1 monetary 

law, In Rht'• opinion, it would not be sufficient to chanp 

theea pr aotioea only . altbOilgb i t would still be very de­

lirable, be eaid. He is not oon•inoed t hat in the praeeut 

circuaetanoea t he atab111ty of the trano would be guarantae4 
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by •stabiliza~ion• a~ the preaent rate or a t the loweat 

lBYel perai~te4 by the Oc~ober 1 monetary law. 

In the gr .. ~ .. ~ confidence RiB~ adai tted to a e that 

he disapproTea of bot h the GoY er nor ot the Bank o! France 

and the Minister of Finance. He does not think it would 

be sufficient to remove taverner Labeyrie alone , since 

the ability of Auriol himsel f i s doubted by the public. 

Ri st, howeTer , aaid be underst ands Blum' s f r i endship f or and 

loyalty to the Wi.niater of Finance, and supposed be would 

be r eluctant t o aka changes. 

During the conversation ment i on wae made of t he rumor 

that in t he pr esent cris i s Ria~ mi ght accept a positi on 

with the GOTer naent, He said tha t IIlla although he had 

heard some goeai p about the Bank o! France , the gOTer nor ­

ship had no~ been offered t o bia - that to accept t his poat 

would mean a beaTy pecuniary loaa !or bia and be bad no 

desire to do tha t no matter how much p eople might !latter 

him by considering him tor t hat peat. He tol d me that be 

knew Baudouin ( omiaaion) on aBTeral oocaeions w1 tb r egar d 

to taking the goTernor ahip . 

HowBTer , the prof essor insia~a that no aatter how 

competent a new gOTe:rnor tor t he Bank of France jight be , 

unles a a more coapet ent person were aade Winiater of Finance 

the new goTarnor would baTe n o oh&nc a to correct French 

financ ial policy. Accor di ng to Riat , Auriol !eela that 

be 
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be baa been abused. and. that hie problems are not und.er­

s tood by the other ministers. 

Professor Ri st hae the ea~~e iapreseion of the present 

governor of the Bank of France that I ba.Ye obtained through 

direct contaot and througb the reactions of friende of 

mine - i.e., as an individual he is charming but hft ie 

entirely incompetent i n monetary matters, his econoaic 

theorie s are extremely radi cal, and he is disposed to play 

politics and deetroy the morale of hie own career personnel 

rat her than undertake a etudy of the Bank' • major problema. 

I asked the Prof essor what help troa the outsi de 

could be ghen France. Hie pro11pt reply wae that if any 
ieaued for 

loan could be/pntd France, it should be issued on t he 

~~~arltet in P&rie. He said there should be no loan until 

the situation i s sufficiently good to attr act French cap­

ital. The last British ored.it , he insi sted, had merely 

been a bridge to help trance leaYe the country, and he 

belieYed. it would ba.Ye been bett er t o ba.Ye let france be­

coae scarce and perhaps a reflux of capi tal would have 

been started, r ather than contract a loan abr oad. 

Riet doea not think it woul d be sufficient t o offer 

advice on technical measures t o ei t her the Bank or to the 

Ministry of J1nanoe. Blum alone under the pr esent cir­

cumatancee muet malta the major decieion ...S whi ch ia 

needed.. The beet method of appr oach t o him, he belieYea, 

1e 
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is t.roa the Yiewpoint of forei;n policy, In other words, 

he said the UDdertak1ng of Franoe under the Tripartite 

J.greuent should b e stressed, an4 the Ulport&liOe to l"'ranoa 

of the gocd relatione which haYS been built up through 

contact with the great demoorao1ea of the world. I t is 

of the greatest importance, he said, t o out down Go'rer lllllent 

expenditure, and to atop a price rise. Liberalization of 

Fr ench trade 1e adYooated by Riet aa the beat measure to 

bring about the second point. 

With a emile Rist raaarlted that scee time ago there 

was a rumor current that he might be s ent as ambassador 

to the United States, but that actually he had not been 

offered this poet - which he would haYe considered the 

nighest honor that hie country could possibly have bestowed 

upon him. Several times before Bonnet went to 'll'ashington, 

Rist had tallts with hia. I haYs mentioned in earlier report e 

the great confidence wh ich Bonnet has in R1at, and hie 

tendency to accept Rist •s advice on matters of an economic 

and monetary nature. 

Riat told me he believe that should Bonnet send a ca.~~m­

ioation to Blllll,a short time after he had been 1i1a.J in the 

United Statea, 1.n wh1oh he set fo rth the impresa one be ha4 

gained in the United States, it a1ght haYe considerable weight 

Wi th the Prime Minister. In Rht'• opinion if auob a o­

ioation reca.aended policies along the linea suggested 
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i n t hil telegru, it would 1114eed be quite tortwlate. 

DD KESSAOI. 

WILBOJ • 

• 

EA.:Ln 

Regraded Uclassified



/. 
t.:.L-

. . 

.. b ,...., 

PAIUPDAI' OJ' !IIJ.-tM UOITfU 

,.0111 ...._leu ..-..er, Pull, .,.._e \ 

DA!&: IIUO~ 2 1 lllW, I P•• · 

JO.: 2ft ftOM Coo.tAI. 

RUBB. 

StrloU)' ooafUeaUal Ud. Vl•t. 

Tble a "er•ooa I wu YhU .. at \be •llaee)' lt)' 

Protenor 111n. 

I qmee\loa.t Pl'ofeaeor Rle\ a e to ~ ellalflo .. oe 

22i 

of tbe lllepll' .. anlole 1a \Od&J'' • 11 .. of AODOI 11001<*10 

rf J I ILUOU:ll& to \M effeot that no hea• G~Wor-\ lD­

t acSM t o aOcre to \lie •oae\UJ &U eoo-lo polloloe ••• 

out la l ad Sept•ller' • Tl'lpar\Ue Ape-t, &1111 •-' ,ar­

Uoul.UlJ', \bat ,.n of tlae uacsutaklac \owucl llp\eat• 

quota Ud. eaobaace ooa\rol. I wae \ol.4 ll)' PI'Ofeeeor Riet 

tbe\ uUl I -.... \be uUole to ~t. M ball DOt • - U . 

le erpr .. eoll the oplaloa \bat \ b e pUpOeo thereof llip\ M 

to ooalla\ \be ~ore o~~rroot reo•UJ to tbe effeot t llat 

no~~ua&e ~oatrol a111t.t lie ua4er\alta ll)' haaee. 

DurlJli \be o..,er•Uoa Profeeeor Rlet lllele\M t lllat 

~be owu-u\ -•• -.lte the olloloe,e-lt.a\ u Re,..._ 
03Yi l:1 H t 

polatM out u ',be 4e'llate oa hld&J alP', Mtw- f oUw-

tac tii.'!:u-...q polloloe of aoll e01&1Br1ee ae ••• BrUala 

&114 1tW•GM~tee, or tlt.a olo114 eooaoalee of wola 
• . ,g , .,, ' • ,,.,uo 

oOI&l'tt'lw .......... , ... Gel "'· al•, lt.a ea14, ,.. ,... 

aooau, .... , pr ... of lale propeeo ... --·-

DJ) 1110!10. OD. 
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a11110111 la All forolp polloJ t.M la ,._ l•prcw_, of 

nlaUoaa ritll DDJQ' of tllo • on 1....,, .. , •Uaao. 11•'• 

nat ural aD4 peraoa&l olloloo, u l&l•, •01&14 oub1DlJ M 

\o follow tile llboral OO\ll'll, aa4 ' o to 4fttr)',lllJ11 pOIIlllle 

t o t eap tAl Tl'lpar\Uo Acl'ol _, 1a'ao'· IOWOYOJ', Rh' 

add t Aai UUle propo11 aa. lteaa •do la r .. ot'lq •nco 

ba.rrhn, and oouldualllo pro•-• 1a llolac nut• 

111 f aYor of uollaaca o oa t r ol , parUcnalUlJ -., OO'fonor 

Lalla)'l'll. 

M•' oall" aa 11- lu' •••It 1a All oapaolt)' •• 

Chair ... ot .-. o-u•oo ot Trado PolloJ. 111' • old .. 

\ L&t AI fou4 ... Pl'IDlU wu 'fll')' aJDpetlleUo wl'a Ale 

&rl\llleD'' 1a f aYor of a t nde poller wlalo.ll 11 aore o• i ral­

hM. Rh' aa1• m.- .-o Ala All apprOYal tor pra-uac 

the ... , upa•'o •o illo Mlah'or of A&2'1ouUve. Ia 

Rh t ' a oaa•er•Uoae wltll 'lleM ••o off1o1all .lie •u tile 

po1at t Aa\ U ... •o tile ad'faa\aco of 11'aaoo to 11"-alho 

tr ade - b o'a h aa aa eooaaato ... a poll,loal ,....,.la,. 

It waa IIIIDU&l ftaa Ule 1ailnal Y1ewpol a t t o •' op P'l'eaoll 

pr1oll traa rhtaa aliO'fl tile lDilraaU OMl prloe lcrYel0 

f ao11UaUoD of '-P•'• ·~ M a ••' etfooU•• -.. 

He ad'f11M 11• U.' fl'• a poUUoal 'flewpolat Ill a.llauU 

l e' btl .... ,o .- ClluMir r•llao tile Jll'-.r•• _.. .., 

Praaoo la lllr la'eraaUaaal ralaUaaa. I• Mollld allo 

lllp•alaa i.llo oataa,ro,M w.llloll would -. U rn..o-
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Rlet w...-. la tile •-• If tile ...... u. tlaat 

tile a.w-..t aa4 JIUUOillalrlr tile lllaletue ot1 le~o• 

uc o-uee •• •.rt••., a ...... ~~ a ,.,. ...,, ... 
.... till ...... 4&4 •• , .... tile ~Ul ~~·~ ...... ~ 

•• , .......... ._.,., to .ue tuur 
DD l.aTI«m ftO, 

WIJAOI. 
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pAJW'IUII OP I _.,IOA TIIUI TO II~ lJCLUIIYI 
ot \eletr'" .. Jo. lt:S of lla.rCill a, ltl!T, hoa \he Allel'loan 
JallaiiYo P&l'llo 

c~aA&IIo U h J)OIIUtlo Ua\ Ulto -1111'1 -1 ~pal ... 

1o lU ortalAIIl or a eodtflM fon, '*' f or Ulo ~oMDt 

' 'u1 UO'foroaoat c OillCI not tool free t o eako ur U&otlo 

quo\1 IIDCI hl'lff poU oy oba"'l•· Aooudl-. \o Rlo\, Ulo 

llloh\.,. of A.plou.l\lll'o o\a\ld \bat oo.,lua\ -~~ a Uoady 

'boiQI ••• lty aplOI.Il\\11'&1 1o\orooh tbat Uaq•te prot­

uoa ••• oo\ bot.ac a l•• 1.o .a.. 'Rln oal4 a.. ropUM 

\.bat Ulo fol'ael'o sa•oolYoo Ol&pt to llaow \A&\ Ulor uo 

HlOi h lllf1\\ocl it U., il\ OCJ'lWltllr&l -alllMry lD DOI'I 

cheaply, aACS that tOI' \llo &tr oa wood to bo loll t e t o 

IYOI'Jbody' • adYu\aco ~·• a a••"l rho lD ooote, 

outtculal'lr to Ulo ~ll.dt .. l iWblotrr , wO\lld uwU tl'oa 

a rl eo to \ho prtoo of wood. 

RlU 11. got~ \ o o u11\t.iO \o tl'y \ o vtag about a 

• oro Uboral t.R4o poUor t o ,.. .... 'llll\ lae h no\ \ oo 

• UA&UlDO a ltCIIt taYOI'&IIlo ro•Uo a\ aa early dau. Jlo h 

ot tno dot1oUo oplatoa that t ho proao o-ulq\&1 of t o4ar 

should ao\ bo U .k• ao u lACllO&UOD of u t..oclla \ o and 

aroat ollaaco 1a tllo \ra4o poltor o t 1'7uoo. Tlto 11• 

OOYuaa .. , lo aa ouo~r pl)ll\toal ao U oYII' woo, acoor.., 

1Qjj, \ o JUn. Ho ~oa\lJ I'OCJ'Ih tlla\ tl'oa a tloa110101 

a\ao~olat t\ 6ooo u~t t..,tro tho ooatt-.n.o of \ bo people. 

Bo dooo aot Mlt"o \bat U .-14 a.. who \o \ry to 

oYIJ'tb.row \llo J)l'ooaat Ocw.,....ot; tor poUUoal r•aa.o • 

... 1. 
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Sbovld \bll ~~~-, Widl IOOlDl repiPGUIIlODI al~t ~~~1\, 

Till 1111\ tllilll to u, lle M14, 11 t o wo~lt tooru4 a oha .. 

o t p ollor tri\llla Ule ~·-• Gft1na••' • h'__., 

t ultM Met wbat -•••• allou.U M \alt• la \M 

olrouaeuacee. Ja Dll optal•, be Mid, t ile aoa\ ••-t1al 

poi nt wu fow Ill• \o let 1\ be know tile\ til•• w1U ao\ 

"be a e~oG\lMM ~11• 1a Gfte~D\ upeii41\1U .. Ul4 1a rreooll 

prloee. 8o 1-a •• IN% oa eUIIIer of tbeM pol.a\1 11 feU 

b7 til l FriAOJI pet~ple, Uler •Ul Got llaYe ooatl4-• ta 

Lilt f1D&Ao1al aa4 - .. ~ 11 \ ll&U• ot ,.._ •-\17· 
U •Oill4, Rht e.aat Uecl, Ulte a lot of COU'DCI tow 11• 111 

\akl &Ocl Dllll-1 D 410hioq rD410DUJ ~"llllf n'OIA4ltlall 

aocl aho uopt ue _.._,, -··~ u etop \ lle ~1M ta 

J)J' l o ll, b\l\ lie f11ll tbDt tf Blua took euob etepa, 111 •01&14 

be iiUI\D1Dell, 

WUil ~~~· to tile l en• teollatoal a ... t~aee , I Md 

oee .• \old 'II)' ltht Mf~e 1 •h~\14 \ ne UnUecl Stat .. , tbat 

H , ... , trr~~Dt( \ o , ... uae aol d an4 exc~~&aae bolcllag , "' ••11 

~ • tbe lJiepeottoa ol Mnt Mll-\1 lu\Uil\14 t o aeuob 

Oil\ \llo11 lta ltle to pulaMea\ wa411' \ be Oo\oMI' l a oae\UF 

lt.w. Ia .Rht'e optaloa, u • ou14 aot Ill allfflet•\ t o ollaqe 

\UIII p~ae\to .. a&lJ, Dl\bQil&ll l\ wo.ld 1\lll be YIPJ de­

IUUll, a. IIL14. •• te •' e oP'-14 \Mt lll tile pr•••• 

'-h-e\&aeee ta. e\&MUtr of ne haoa ~• M •-"'114 
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I o tile p.eto1\ oa.n4 .. a Rllt U.l \\ed t o .. tut 

ue cuaappr o• .. of ltotll tllo O..oraor of \lao •a.ll of ,. .... 

and tbe M1a1etor of 'lnanao. Ho doo• 110\ \lllllll it •~14 

·be 1Utf1o1oat \ o r•owo eo.eraor J.aMr!'lo a1 ... , etMe 

\ Oe alt111 \7 of AUJ'lo1 blMolf h dollbUd by tll1 puliUe. 

Rht , bowerer, add 111 lllldarl\alldl B~' • t r1adltll1p f or lAd 

loyal\r \o 1llo ll1a11tU of nUAol, llncl lljppOIM bo •~14 

01 reluo\aD\ \ o .alii Ob&QII I. 

lllll'1D!l tile ooM'orea\loo eeoU Oil .. , ••• of tbo ,._or 

\ hat 111 tbo pr1aoot cr1• 11 Rlet et~t aooap\ a polltloa 

• 1\b too Ocrror-at. Ko aetcl \bat IIIIa a1tii~NC!l ba 111M 

beard • • • coe1lp '~"' \ba kAit of l'raaao, '"' COYoroor­

abip hAcl Dot be .. oftared to bla - \bat \o aooapt \ bll po1t 

Yllll\d 01&11 II ....,, pHWllU'J loll far bla 11114 110 bad DO 

d11lze t o oo \bet ao •u• lao. all poop1o • l tJI \ flan• 

oto bJ ooaal-.rllll ble tor \Aat poet. Me t ol d •• that be 

1:.11011 kll4a.aia (•ha&ea) oa ••nal ooolll1oo • -ttb racard 

to \lkllll 1llo IQYUIIOI'IAill · 

Roonor, \ M prafeu• tull\1 tllat ao •Her bow 

co.petoat a ..., acrroraor tar tllo llaalt of 'll'ran•• al,.b\ M, 

uo1111 a eoro ~a.pat•t ,__ were .... Mlaht• of naa­

\ 111 a .. .-.. or -14 lla9e ao ·~• to Hrr•t rr•aa 
f t•oelal poUer. Aeeoftl .. to IUat, ._lol feel• tMt 

-.... ... 
--
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ProtoaeoiP ftlat llae \lle ._. ~ ... , .. ot tho pre••t 

¥OY .. or ot uo llaak ot ,._. tll&' J llaYo Mtal&M \UOIIP 

41rou coataot a!Wl 'llroqll Ule r .. U oa1 ot trlolllle of 

•1•• - t . e., •• aa 1~•1dU&l bo le ~1&1 -., llo le 

cnUrob lao011p0toot 1a aoao'ary •nore, llh oo~o 

\ lloorhe are lll•r•ol)' rM1Ml, au u h 4hpotM to pla)' 

poU\tol •a• llotbo)' \bo aoralo o t llh ... oar .. per•• .. l 

ruller Uaaa IUiderta&o a n\64)' ot \bo Jlallk' • ·~•r pro'll1••· 

J aekH uo PJ'oteu01' • lla\ llolp tr• no ouh1M 

ooul4 'llo &1••• J'raaeo. Hh pr~' repl)' waa tba\ lt &a)' 

hMIM tor 
loan colll• bo/a •• ~uoo, U a&cMald bo tuuM oa '" 

• rlr.ot la ,.,,,, •• eat• tllero .-CNlll bo ao 1 ... utll 

U1 eUuaU• ll a.ttlot•UJ aoH w aunot ~eo.n oap-

1\al. fllo 1&1' Jrl\1oll orldl\, AI 1ael atoll, lla• aerolJ 

ll11o a 'llrlqo to bolp triiAOI loa•• Ua1 •-'r7, aod llo 

lloUnH U woi&U ••• -.. ll.ener to llan lot trano1 ll.e-

c<A~o lo&roo 1M por llt pl a ronaa ot capttal w01ll4 IIIII•• 

~ou atartH, ,.,._ \llaa o•U..t a 1- ......... 

Mht .... aot 'lllak u wga14 bo ..atftoloa• •o offer 

•,.too oa 'oolla1oa1 aoo.aoe to ottllor taae Beall • \o \llo 

lllah\r7 of ""Ell• 11• &1- _.. \a. pre-\ olr• 

._1\aaoOI 11\lat .... \Ill .aJOIP 400111• ... wllloll h 

•••M· tll.e 'lloat ....... of appl'oull • • Ilia, llo ll.eUn•, 

h 
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h tne uo n..,oaat of fOI'oip p:)Uor. Ja o\ur wor4o, 

1M 1&14 \llo ...... u .. of .,._ ...._ \lao Tr'--"'• 
,..,, _, lllka.ld bo .troaoo4, aM u. lllpert&Mo t o ftueo 

of tbo aoot 1'olaUoao •llioll -.o Mea .UU up tu~MP 

OlliiU O\ wUII \AO ..,-oa\ Cl•oei'Mloo of \lao w01'14. 1\ h 

of \ bo llroa\ol\ l~~por\aAoo, lle 1&14, \ o au\ dMa ~•••• 

upell4lwro, &M \e o\op a prloo rlH. l.lMralhatt• of 

F1'ollllll \ ra4o h ..... , .. 11J lllet •• tllo Mot aww.o to 

U1A& a._\ \ho I Ma.d poia\. 

lltll a Milo llll\ rwarto4 \11&\ eoao u ..... t~a•• 

• u a r 11110r ourroot \bat llo a l allt be ••• •• aall&e..._. 

t o \lie UaUo4 1 \a\ee 1 Ill&\ \11&\ aotuallr bo bael oo\ ~toea 

olfero4 \llla poa\ - •llloll lle •~Mld lii&Yo o~.elld•Oil \ll o 

tghu \ lloaor \ bat llll oo~au, c:Oilld poeoUtlJ lle•o Me\owo4 

1111011 blat. SoorOI'al u ... MfClWo loJM~e\ •oat t o llaobl .. \ oa,· 

Ph\ ball \alke .. u ll lala. 1 llo.Yo _\1 ... 4 ta ouU• ropor u 

t na groa t ooatllleoOo wul ob BllliAa\ 11&1 la llh\, 1M Ilia 

hllCI_, \ o aooop\ ll l U ' • _.,. too a •"•• or u .. _.. 

aiiCl 10111\Uf M\IA'o. 

Rt n \old •• 11o bollooro \Jia\ lllk4Mild ao-• ..,. a •-­

loa\1 011 to B:W.,a 11lor\ u .. a n• N 11M ••• -. la toM 

UaH14 8\aho, la watoa a. .. , t ona uo &apraoa oa1 llo ._. 

< 
101 ... la tbo Uol\M 1\a\oo, l\ . ,_., a..o ooaole.ra~l• • al_.. 

Wl \ b ue Pr laa •&ala\01'. lA llh\1 o •tal• U _. a •--.-
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Secret ary of State 

"'ashing ton 

2971 March 2, 8 p.m. 

FROJ.l OOCHRANo 

GRAY 

PARIS 

23L 

Dated March 2, 1937 

Received 7:20 p. m. 

Paris stock market was heavy today and exchange 

trading was more adverse t o the franc than yesterday. 

Rentes decli ned. A gener al sp irit of pessimism was 

evident. Press and market analysis of Friday night ' s 

pnrlirumentary debate bas failed to show how the 

Government will overcome its f1nnnc1ol difficulties 

~nd ~s stressed the threat of soci al disorders i n -

t 1mated 1n Blum's speech. Bankers soy sole of rentee 

is not of speculative charact er but is general, 

comi ng from t he provinces as well a s PaDis, and 

represents a l eek of confidence on the part of in­

vesting clientele. 11hilo French press nnd politic i nns 

obviously expect some action favorable to Fr ance t o 

WILSON 

SMS : l>"PL 
(*) Apparent omission 
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!lurch 3 , 1937 

I culled on the President lust evening &t 5 :30 
o ' c!oc:< und let 111m reud the c&ble which I hbd just re­
ceived from Uevllle CbhJDberl~oin . The !?resident bod no 
suggestion. I s&id, "The obvious thing for the French 
to do is to devulue the other eight percent. Do you 
tntux I sho<lld suggest it to them?" The :'resident s<>id, 
r thir~i< it would be ull right t o m~ske the suggesti on pro­
vided you co<lld be sure thht they wo<lld not disclose the 
f.,ct th...t the suggestion Cb.1118 from the United States . " 
r t old the ? residen t thht I discussed this ~t length last 
wee11 with Cochran blld thht Cochran hbd begged me not to 
ou11e this suggestion. I told the President th&t I bJII 

ufr ui d i f we did make it and it went ~rong , the FTench 
might blWDe us . 

( I still think that the only wuy they 
themselves from immedihte finanoiul collupse 
promptly devulue the extra eight percent.) 

Cbn S hVe 
is if they 

Tnere is one ""Y to solve this r ret.ch proble:n 
'O!lic h 'li.S been going through my neud for two or three 
d~ys , but I ~ve not been willing to propose it yet to 
tne ?r esident bnd thut is thbt we should usk Soviet 
n.~ss i-. to Join the 'trip..rtite ,.greelllent. With their 
t~rgc noldings of gold it might mLke just the sufficien t 
cilfi'er er.ce to tide the }rench .. cross the pr esent crisis. 

233 

Regraded Uclassified



V-P 
GLrner : 

d.II . Jr: 

" . ... . 
1: •• J r: 

G: 

, 

n . . t. Jr : 

G: 

:i. . Jr: 

G: 

"' . J r: 

. 
"' 
H. . Jr : 

G: 

I . . Jr : 

(, : 

a .. Jr: 

Good morning , Henry . 

How are you? 

1 ' 111 all right • 

... n - I o'/ant a 11 ttle advice . 

hll right . 

Warch J , 1937. 
9 : 02 a . m. 

234 

;:,em.tor !lye of North Dako~& has been c alling me 
up once a dey f or about ~ week to - there ' s some 
:cllow fro::t nis own nome town and i\e wants us t o 
~et a j ob for him . Be used to work in the Treasury 
1.1WJ he h.<d a il2:)0 . job and they laid him off when 
<e lei d off a lot of other people . 

Yes . 

t.ow ne • s been c ailing me e nd calling me . 

olhat •s tha t , Henry , I didn' t get this. 

He ' s been calling me a bout once a day for a week, 
see? 

Yes • 
Th!s b oy - he ' s go t him out c t his house and he 
ccn ' t get rid of ni!a unless he gets him a job • 

>- es . 
Now wnat I was going t o e sk you - I mean would you 
give it to Nye . He ' s putting it on a personal 
basis . 
Ooddamtt he ain ' t worthy of nothing but $1200 . 
is little enough to get rid of any d amn Senator 
for thirty d ays even. 

Hell your advice is you ' d g ive it to nim? 

Yes, temporarily that's what I ' o do . 

Oh do it f or tnirty days? 
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I! . J . Jr : 

G: 

a. ' . J r : 

G: 

a. . Jr: 

G: 

E. • Jr: 

G: 

H.:.! . Jr : 

G: 
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Yes tell hiJD by gosh you ' ve trieo for thirty days 
to get him off nis bands b~t you can' t agree to 
~teep anybody like t hat . 

I get you . 

Yes . 

I ' ll do just that . 

~>ll right . 

How ' s ~rs . Garner? 

uhy s he ' s getting letter, thanlt you, Henry. She's 
going t o get up a little while to-day . 

Good . 

Thenk you very much. 

Thank you. 

Goodbye . 

• 
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a . .: .. rr: 
Cochron : 

H.tt. Jr: 

~ : 

H.w •. rr : 
C: 

n.l.: .:r: 

C: 

H •• Jr: 

C: 

H. 'I .Jr : 

!! ." .Jr : 

C: 

H.II . Jr : 

C: 

H.M.Jr : 

C: 

R. ll .Jr: 

C: 

Hello . 

Hello 

Hello Cochran 

Hello Ur. Mor genthau . 

How ar e you? 

all right thank you. 

..nyth1ng new? 

!lar ch a, 1937. 
9:18 a . m. 

No . You have my pro~ram of last night tn r egard 
t o the Professor, did you? 

Jfo I haven • t got it yet . 

Oh 1 1m sorry because I sent you rather an interest­
ing one giving ll long conversation with me . 

Your conversation with who? 

lllitt - Professor Rts. t 

Oh - we11 they just handed it to me this minute. 
! 111 have to read it and then if I •ve got any 
ouestions I •ll t alk to you l ater. They just gave 
it to me this minute. 

I see. Do you want me t o hold on or 

llh - well l et me just - yes I think so . Just a 
second will you please . 

All right . 

(Short pause) 

Hello 

Hello 

\,ell I read it very hastily •••• 

Yes . 
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p. I• .Jr: . • •. and I just came to tho end about Bonnet. 

c: Yes . 

R.'! .. Tr : Well Bonnet called on me Monday • • •. 

C: Yes . 

" ." .:r: •••.• nnd when he left he cer t ainly had no delusions 
• s to how I felt . 

c : I see • 

.. . u.Jr: Rello 

C: 

E." .Jr : 

C: 

?. . .J r : 

C: 

a . ~ . Jr: 

r. . J r : 

.. : 

Yes 

And he must have gotten off o cabl e right after that . 

Yes . 

Ah - but that was Monday aft er noon . 

hnd you see the Prime Y1nist er cume out at the 
luncheon for the British Ambassador saying that they 
intended to adhere to t he tri- partite agreement . 

Yes . 

Jut here I still don't see what they ' re doi~ t o 
naint~in that adherence . 

Yes . 

Tn~t• s still the problem . 

Yes , wel l I just \YD.nted to t alk to you and I didn 1 t 
know whether t here was anything new or not . VIe 
can ' t understand this quiet except it1 s a cal m before 
tho stor m. 

I mec.n it' s a little quiet now following Sunday • 

Yes . 
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H.Y.Jr: 

C: 

.. rr : 

C: 

E. • .Jr: 

C: 

H.lol ,Jr : 

C: 

P." .Jr : 

C: 

l! ." .Jr: 

l1 ." .Jr : 

C: 

H.!.: .Jr : 

C: 

P. , '' .Jr: 
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Although yesterday they lost quite a spot of sterl ing . 

Yes. 

They~re - they ' re plnying up an 
to- day - a r eport f r om 
the last four days there ' s been 
from FrQ!lce. 

Yes • 

item in the oress 
aaying that· f or 

no gol d imported 

rhe first time for some period . The situation is 
simply that they ' re sending sterling instead of gold. 

Yes, well when are they going to stop Y~dding themselves? 

I don ' t know. That ' s - t hat ' s what everyone prays for. 

Yes . 

I mean unti l they take soma definite measure they 
can 1t calm the people who are buying foreign exchange. 

Ah-ha . 

And everyone' s afraid that they're going to wait 
until t hey're Just i n desperate circumstances. 

Yos . 

And the Radical Socialists i n the government are not 
ready to break with them yet . 

Yes . Two things I wish you' d do f or me -

Hello 

Rollo 

Tv1o things I wish you•d do for me. 

Yes . 

Vfuen do their big tax payments come in? I - Bonnet 
mentioned i t and I didn't g~t it quite straight. 
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c: 
E . ~ . Jr : 

C: 

: •.Jr: 

C: 

... . ... Jr : 

C: 

n . Jl' : 

~ = 

r: .Jr : 

C: 

C: 

- .. . :r: 

C: 

E. • . Jr : 

C: 

• tJ r : 
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The ones they have to make or the ones due them? 

The ones that they have to receive . 

That they have to receive . 

Yes , L1 d like to know when that date i s and how much 
it will be about . How much t hey expect , you see? 

ell there ' s no speci al big item except they hope 
for the taxes to pay in better beginning in Jlay . 

ell yes but - yes but be kept referr ing to some 
date . 
I don ' t - I ' 11 check up and - &.nd put i t in rey wire 
here ..•.• • 

.. 11 right . 

•••. any big special t hat ' s due. I don ' t kno>1 anything 
speci al t hat ' s due them. 

..11 r i r ht . llow one other t hing . 

Yes . 

Wrs . Uorrison Sbafroth. 5- h-a- f -r-o-t-h 

Ye~ • 
• he sailed on the paris . She' s a greet friend of 
Ur~ . Worgenthau1 s . 

Yes . 
~d her husband i s the Chief Counsel for Internal 
Revenue . 

Oh yes yes . 
aiow I wish you '.d t ell Waite thnt when she gets there 
He ' d offer to oo anything t h&t he can and I' d appreciate 
nnythin£ that you can do. 
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C: 

a.::.J l : 

c: 
!'! . .. . :r: 

.. 
. J~ : 

· ' .J r : 

. Jr: 

... ., 'r .... . . . ·" .. 
C: 

~ . ' .:r : 

" · 

H.· .: r : 

- 5 -

Oh I •ll be delighted to , yes . ' 

ll~<r - her daughter is in Paris . fhe 1 s going to st11y 
t here for - she just - Mrs . ~hufroth i~ just going to 
be in Paris a week I think nnd then come right back. 

I see . 

~4L 

,~d you mir,ht ask Wait if he ' d find out wh~n the boat 
trcin comes in from Paris if he ' ll r o down to the stat ion 
.nd meet her see . 

All rirht, I •ll be glad to ~o down too • 

t~d see if there ' s anythinG thr t you can do . She1 s 
very nice and she' s a greet friend of ~s . Vorgenthau. 

Fine, well we '~ both do everything we can. 

All right, t hank Y9U very much. f he 1 s only goinr to be 
there - she' s trying to find some place that her· 
dnuvht er can stay for two or t hree months in Paris. 

I sec • 

Yes . 

.. nd is that all? 

':11• t 1 s all . 

ell her e to- day tQe market opened a little oui et . 

Yes . 

But it usually stirs up aft er lunch . 

I see . 

I had a t alk with De Castellana this morni ng . 

You knm' the bankers ••.• 

I know hil:l . I !mow who he is . 
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C: 

": : ' .Jr : 

c: 

. • . , . J r : 

c: 
F.&! .Jr : 

C: 

H. ·•.Jr : 

C: 

CocbrD.D: 

'! .l' .Jr : 

C: 

H.!A.Jr : 

C: 

·· . " . Jr : 
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Yes, well I •ll put i t in a cabler ram. 

All right. 

Its not very exciting . 

All right - ab - all I - hello 

Hello 

~h - I just want t o t ell you this - ah - you know 
your esticate that you gave me of the time f actor -
bello 

Yes . 

You kno ·t you gave me a time f actor? 

Yes . 

Well - ah - certai n friends of ours just cut what -
the number of weeks that you 've put it they 've just 
cut it in half . 

Is th~t so? 

Yes . 
lell this man this morning t hat I was Just t alking 

about •••• 

Yes . 
•.. • said t hat some of his friends put i t between 
t1~o and t hree weeks .••••.. 

No, well •• 

••• • and some say longer . 

Vlell these fri ends of ours say this week . 

Is that so . 

Yes, so you better be extra on your toes. 
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F. .•• .Jr: 

C: 

.5 . ' .Jr: 

~. 

::' • . ... r : 
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Ah- there ' s just one thi~ - ah - could I go to 
Basel this week- end; there s a bank meeting t her e 
on Sunday . 

VI ell let ' s see . Vlhen would you have to l eave Paris? 

!.lake arrangements right to the end as I have before. 

.. hen would you leave Paris? 

I ' d leave here Satur day nirht at 10 o •clock . 

That ' s all right and look •••• 

And I •d plan to get back on Tuesday morning • 

. :r: .. ell le~J.ve word at the EMbassy ::;o if I called the 
Embassy they• d know \vhere I could reach you on the 

C: 

C: 

... . ,, .:r: 

C: 

~ . " .Jr : 

H. •.Jr : 

C: 

l! .V.Jr : 

C: 

telephone . 

All rlght and when - once before I came back - I was 
jus t there on Sunday and took the Ounduy night trai n • •.• 

Yes . 
.•..• so I could always do that if it were urgent • 

All r i ght . 

All right . There ' s one t hing . 

Yes . 
Do you think I ought to call up call up Roueff and 
just go over and see what• s going on. 

No . 

You t hink I should stay away. 

I -I think so . Yes , I •d stay away . Ther e ' s nothing 
we could do . 

I said they were going to get in touch with me . 
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C: 

?. • ,, . J r : 

c: 

" • .. 

C: 

F, , I' , J l" : 

C: 

Er .!J .:r : 

C: 

;J .li. Jr : 

c: 
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':lell you 're not t he only person they' re not getting 
in touch w1 th . 

Is that so? 

Yos, they ' re bigger people than (laugns) relatively 
in position than you across the channel that they 
haven ' t gotten i n touch with either . 

~11- well let' s sit tight then . 

Do you understand what I mean? 

• urely - surely . 

Yes. 

Then I shall just s i t quiet unless they call. 

O.K. 

Fine. 

Thank you . 

All right, sir . 

Goodbye . 

Goodbye. 
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DATE •• 1
1 

,..,_ 

SUBJECT .. =• ,,., .... .,. 

lt. W._ a~'m•••~u•L---- ltii'Qftf .. --

ar. ~el es11 .. • a 11111 wttaa nr-.. \o lbl,. • ._ 

1t ••14 to 1 .. to:rk ~ panel ,._., he ... \e4 tho\ \bono lbl.-••• 
s .. dC.ulo soalo ..c ho wale Uko \o •-

._ 1\. n ....... t~t.no lbl....-• '• 

Ulftill.b Pane .....,, Ills .ac, •o 1117 Jloea tts. • lolc.l&ll ot 

11,1100,000 tnao .. -.u:r uaetp .. \o \he 11.,... llnlco 111 •• loa, 

-'1111' 0110 ot 14.100,000 tnaos 1117 ._el ._.,._ • Oo., ....... 

wz. P. lofln • Oo. n .... wa oleos ...u lbl,._. • .u .._,. 

-•1&al4 to Olano -.... All tat ... :roproo_. .. pl.C --' tna ' 'n 

w Puia wttll liiRruU•• taaa \he pl.C M fonue.l \o •• toa 1117 

1111. I r~od .u• oar dUW4o 111 \bo _.._ ...... o elou ..._. 

,. 4«7• ... ·- ....... _nlp ... 1111,. •• 1IT psnel. ,. .. \o •• 

•4 •• tlaU7 nh ... \o •mtlo u. I off .. taad I W oleo, -

"*• 110, 41_ .... tills -"• ataa tho fftUU7 111 •••'""• ..c 

11M b- at..,. \o ......._. Uaa\ tat• w.J.C \olto 1t •P atll tllo 

Pona&nor Goaoftl n4 lft - lal.ow wbotbOI' ~ -.14 M dollo. 

Cuipol .. ,s..u. .... lao w ..... late tllo ......... t-4 taad 

daoo lcweuor n, 1111, taao teta1 of col.C lbl»od \b 1 lh Uto ..U 

.._ed \o IN,OOO,OOO tna ... - ot U tna 811l\MI'lE4 oa4 -

lbooo .,,. • ._ ot ooarso .... loMlJ' 1111•-' tlllo pU 

JOiahJ 1a eC41Uoa taa-.r ............... of aw=--· ...noos•nc 

•lao ot un.c-•• tld.ob tale ••w• 1 zntoo W wiUl tllo awww 

..... 
I s b .. &'$pel, ftrft!T ,. ..... 1\ _. _. V.0 ... ao 
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l'llDERAL RESitiWil BANK 

Of'" NCW YORK 

coRRESPONDENCE 

~-UL ns.ll 
J.. •• II'Mb..-- -

- -·- -~--?= 

11_.,ce ccspe' .. bad nhM4 te e"w the 1'1* • 1111pa_.a., e p 

tilt 11111. Be rapl.1&4 \ba\ .. bua aftw a tub1•, bft t.ta .. -. 

.uu aft11abl e a -bar of .,.. poUcd.ae *!Ill bM .n u ;rft 1t.-

111oeled aod bell14ae ,_ ... ua..telta...._.. ...,lat .. .,... -sut,. 

w ., \he blllillaaa. Be ••• bo-w, leaHal la\o tllla -.1a of tlaa 

uUtr. s-41;r, I aalra4 111lftb.W' the l':r.Cih tlh_.alYaa OR14 ... 

nop \h .. , lhl.-••• •• .. hW'& bM .._. 1-. 11o • 1111.-..u ,._ 

till• _,.,.. Cuipal nplia4 tlaa' thia .. "'T 4UtinU ltnr M 

PnD" •• proNIIlT llou4 liT 1a•anaauaaa1 II"-'· l...nhal .. a, 

ht wa 4rafi1JIC e ~ 1.-.. \o tlaa 111a1~ of J'Samea, e*'• u.a. 

w Ute napa. 81aaa ..,- Rab ..U•, bo-w, ..t4, •• lten, 1ta a 

llow atta1r, Cuipal _. .... 11bftb.w " -~ tldM 1\ poaa11ala .. 

talk to the baaU 111 ·- lark .. -- tala a.U .. -ataaa4 ..... 

..... t o t.tam \ha' tla.., ntua .. taka pan 1a \Ilia Uatfte. Be tal,, 

ht o.Uaua4, t.taa• 1t w 'elks& \o llofl• •• the Cbaaa a.k, or, fltr 

\ba\ aa"u, to the B-.-a Balla tao, tal.., w.l4 'be pW'f~ wfllt• • 

-••rau. I re,Ua4 \ha\ than .. • ~• 1a -r a1D4 •• to tbd ._. 

\bat I OIN14 ••• hal' .....-&lll'ial au a;pW'im• 1a 18A, 111lm we ... 

111\14 to the 11eka .. , ..., ntn111 r- ••"'• 1111pa•b tw. hW'& fill 

I014 colD. •u:r •e ot the ltmka ~all7 •• -.1~ -•P«Nt ... 

'11\h \he atoa t , .. n.al,, bowwu, ttaa• - ••1!4&1'1, 1 ... MIQ a 

,_ 
seJ,vQ§, 

- • · n eppa4 1a _. h..., .... u~ '"ft', to ••s •• IIIIIIlaa .... , .,. 

baq, b..s nfllaa&. U we talks& .. ..,- ...-. •• 1111, 1\ •••eA M .., 

.. llltl4 haft to ....... 1111 at •• , U aW I ut .. , a lllft ·- ..... 

~ 1a 1Fid.all .. ....... tar s.an..., tftla• ~·~,~· &I' • • r 
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,.aDERAL RESERVE 8ANK 

0,. NCW YORK 

CORRESPONDENCE 

I(JII1lnm~ nLII 

-.-
DATE We .. ~.~ 

SUB.JECT.__IJI.aiBDIW (ll)if "!'W ll'ft 

•• GLBAIICIL 

\hiT_,, :reoet•• neb 11111paeu, ... Ule lathr Uae:req•• ap­

ltJO•tcblll \he o.a..:r--,. wblell, Ito\ laaowtq ot Ule Cbaae' a n~, 

be w11111&1 to an. Bowwer, thia wu a cueat.t• 'llld.eb I Wlllllld 

w 41-•• wUb llr. •.m.-, 'llbo 14 aot be balk •Ul '-"""• 

•4 pl"'bahl.T alao with tba 'lreelft)'. I wu.l4 tld.lllt tbia .. .._ O'lrer 

Caripel. 

tlll'll pJ'CCae4 that ba 111M14 ~M~n•• ...... the etfeo\ or b1a ldaer 

\he 11D1ftl'T ot J'S•=-. 

I \h• ta.U:ret aliloGt au~rn .....Ut.t•• _. Cutpel na~ 

tha\ \1111 ba4 bM a ,~ h~ &a;r ;ran.«q •• rather a .- •• 

\o41.r, alUwlqh aot .Ute u llen:r •• :r•••~· !heir .. 14 lo .... 

ITN\tr4t.Y -1111Ud'e4 \o n,IOO,OOO, • P:rltq to £a.OOO,OOO Oll4 Oil laa 

to 11,100,000. I 11a.Unt hlnr 1oq tbat ~4 -tlau• _. 
Cuicutl replied U&U be be4 a*e4 ro:r tann.U••· Be ta.unf 

&Kiter auopa ... at.111 ~ -• 1a Wall lnen ..ct I toU b1a 

that ath:r au•oop•• tor a .-.. ot .... ., be4 .-- ao taMI'an 1B oa:r 

•-rttlta, atiia\t ... tbla •IUIII ._.to Uae aftaet that tbl!r IleA 

rt-t4 tbet:r puet~,ua1, p:re~ u a nnlt ot :ron~' 1 aa .. eNftll 

111tt1ut06a tnt • Ute dealiatllftl7 _. tbe ..S.a. 

.. .. . ... 
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llarch 3, 1937 

Excerpt from llr . Magill ' s memo to the Secretary, 

"lli:.UORANDOU ON DAY ' S ACTIVITI ES MARCH THIRD" : 

2 . Flow of foreign capital 

At your suggestion I went over the situation 
with wr . Ri efler. I suggested that llr. Rief ler ebdea• or 
to make it clear to foreign governments that we were not 
primar ily interested in securing additional taxes from 
non- resi dent a liens and that we felt the flow or nervous 
for eign capital to this country was a major problem for 
the for ei gn countries involved , quite as much as i t is 
a probl em for us. Mr . Riefl er felt that he could do a 
good deal by informal conversations with the foreign 
fisc al officers . 
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OJ l41!12tp 411 ,.,.,. IJ!'tll!j_OJ 

1. ~ I!S'5 eo ' ot Ute zn•t M' 

248 
IV <A. . '!.fl . ' . "r ,_ :" u;.,.. ..... ~. 

J v <t :,r 

( '-'V) .. ~ 
- • :.,.1 l . .. • 1 

Io ~before leDate &114 I!01lM c-1~\eea on the p reaent 

Ea1lroa4 J!etlr-~ and Carrier !aDA& M:\8, t h e ata-nt waa -.de 

b7llr . Jaa-.. and 'b7 \he Ull4erelpe4 that \he coat o! the l>ene tite 

woul4 be, axpruMt a a a l "el ;.er....,\a(;e o! the ;>eo¥roll , appro:rl­

""toly 10 percent. Kr. ::.a-.o' • U at-t waa D&M<i on elate aup­

pl!ed b:y t } .. i!allroa4 l!eUr-ut Board • 
. 

Trw let1alat1oo waa epouaond b7 ~he at&lldard. railwa,v labor 

orou>1sat1on a . .t. coaci ttee o f ~be :lailwa:y r.bor :!::UC'I1t1Yea • .t.aao­

clat1on n.e ac tl'Oe to 4raft1o~; t h e otll &D4 aecurtoc lte eoac~!lt . 

!be cnai .--.. of the coa:1 U ee had no :predou. e ryerience w1 t b 

ol.,llar let;hlaUon. 11l1le coe t data ware pre .. ote<l., aa IDdlcste<l. 

a oo•• · to t he co~lt teee OD I n teret&te CoQcer ce ID botb Souse &ed 

SeM te • ., pe.rUc:ul&r attention oeeooe t o ha'Oe l>eeo paid t~ t b-, 

a;>•are1>tl7 on t he t beoey that rnenue ra1o1At; waa outaide t h e Jurh · 

cllc tlo~> o f the camutt teee conai darin& tne b enefit parte o f the loci•­

latloo. 1'"4e i:port of the coat teatU.On:r wae not £rDeped b:y the 

•r~o aoro of t he legiela~ion and t he tax bill a a Introduced pro•ided 

for~ lt'07 o f 6 percen~ of p47r~l l. ~nia wao ~ne initial rate pr~­

•ldea In the firet R41lroa4 Retlreoe nt .t.c t , out t~e &ailron4 Eet lre­

unt llo&.o-4 waa jl;i'Oen autbor1t7 to cnru>o;e t .>e r Me If and when It 

bt cume neceaeaey; I t would. beyocn queetlo~>. r~Yc oeen 1>eceosar; na4 

tnat .t.ct operated ae eMc ted . 

!be fi£ure e preae!lted anowt~ the eoata t o b e 10 perc e nt o f t he 

pa:yrnll wer • d 1tpu.te d . A a " cOOI:>r O:OI ae. a lov;; l l 7 percen t n.a 

~~•ed UpOn fo r a per i od ? f one :yaer. .t. !al lroad Reti rement In•eat !t~­

t l cn CoRmiot lon wat cre~te4 with t ne duty. emonc other o, o~ a scer tain­

In~ c ute. 'J'I,.e laoor ort;~U>isat1 ona agr~ed to ooide b7 t he flndlrwa of 

ract : I f t he benefi t < coat more thAn t ne reYenue wnlch waa ?rovi de d 

t'ltr.e-r t he y would. s ttea"' t to aecure more revenue . or, 11" t hA t wtt. e not 

roulble. t r.e:r would n~ t oopo ae 11 redueUon in benefit coote. 

The ln'Oett ioatlon Cou l aa .on • n • unaole t o cake ony !icdln&•· 

Sno r tl7 ..t ter t he Coc:u! u lon ex roi r e<l., aome 134 Clau I r t<Hroado. t he 

I'UllltJUl CoC!pi\Jll! and t wo e xprea o co;optU~I eo ( later eo:e 16 eo!>loyeu 

~nd 200 o t her ra ilroacle aocl o t her csrrlero lntervenen) filed n b il l 

o r eo:ap lalnt 1n the ~pre:ne ::Our t of tl:o :lhtrlc t ot ColWAbia ( no• 

cn l lod t he United Statea Di otr!c t ::Our \ 1 nllegin~ that t he RnilrDDD 

Regraded Uclassified



- 2 -

?:etl:e;oe:t and :..n-ter ~ .k:h WaN lcM~le parh or a 

o1~.;le l e,;i al.AUn •~: \ba\ \ba\ •~ aa eaMD\1allT \M 

0~e - • the Bailroe.d l!e\~t .&c\ of 1.!134; 11114 \bat a1aca \ba\ 

J.c~ ;-,.- ceen he ld unconaUtuUo~. :be wo ... Ml\a \alr:ea , aa 

t~t;. :rJa; : ece u ar!}J' oe, to&e t.l>er , l:lll.l\ aleo 1M 1aftl14. !ba 

~lair. :!~:·a pr~·ed !or r elief 1:> t h e for.:. of 1li,JVAC\1oaa ,..U.a\ 

:>ilec:! ::l :>! :.&xes tU>d 1::..ton.Uo: , tU14 api.Da\ cer\1t1-\10A of 

an.e:ll t i e a t~ t he :'rea.-o.ry. 

24.:7 

Afte r a:1 exte:ldec. hear~. ~he Court.. on J\me 30, 1936, beetled 

, ,., :-.:: , pi!lioo 1:o • hlch t he t1r:1 J.c:u • .,re f OUDd \0 b e 1A~le 

pans o! n ai:>..;le l e e,.l alaU1'e acha:>a w!Uc!l wna .ullataAUal}J' 14aaUaa1 

:o t i:e ! lrn ?.a1lroad 1\cUr-a\ ACt . !he Cour\ ret\&.M4, howenr , 

:> e:l,jol " ce:-Utica U oc or an.aldUea pr e - o }J' oa \be CJ"OI'IIIl, DO\ 

ex;;ru•• o. c!i rectl ;r 1n the o plnioc, \hat the p1&ioUff would DO\ 1M 

hanied b)' t h e ~ct of annul Uea t o - ul o)'eU wb.o bft4 r e \lred tr<* 

: :.elr au·,.lca. ~e Co.:c1 n 1ooer of l 10terDd Rennue, bowa1'ar, na ac­

j:!"e<! ~,.,, collecUo" of ~u rro:a t h e pl.A I.nt l !ta or fro:;a ~~liS ft.%17 

ttt , loolctn;: to tha t aco; RAd t h e I\A1lrol\d Re t ! ra:.e10 t lloa.rd w:.t a en ­

J>!,et ~r>;o CO"'?"lli nc u e ;>1,.1ntl !f• t o c ompDt and turnlab i n f o,_­

~ ! ~:; n t tla1r own e xpecae . f!le ri~t o! t.be So&rel t o ere•'"• \be 

r!"li..~l .!' !'a ' recorda a t 1t.a own ~xpe.n •• • a • e xpreealy uphel4. 

~~• :~cera ,f t he Re tlr~ent liOard d l acuaead the ad•lanb111t;r of 

;: r. 1\."J."it i u , • 1t:.out c~rrea"lOn<! ! n. N>1'enue , w1 t !l o!ticlah of Ula 

:r.nru.r;: n.nc. J ua tlce Depe.r t:e o u: t h e S.crua.ry o! Lnbor , IIIIUibara of 

~ •. t s~c~t\1 Sec J.rJ t.;~ 3tU.\.rci , ana t.ne Preaide n t. . Tha N WI\ I p o eral &&r·••­
.<~: : ~.;. : ~ae n:\."lu1t1ea ;;aut oe ;>ll l d. On July 13 , 1936 , fo llo•lnc 

:, " ce rtl!!cntlon , t ne flr a t t\l".nuH ica we re pfl!d 1>1 t h e : reaWJ7. 

4t: ltude o f PA~1roftd a ~w:.tre Retlr~nt Let lo1a t l on • • Co~1ttoced 

.s· .. \'o 1 ~ .r.; ~c_c.!!?ll..LlJ>,:I • 

.U :!:ou..;.'t suoot.nnU 111l,;; n ll t l:e unJo r rn ll ro"d• of t he countr;y 

J>: ..•. ~ 1:1 t:~e l! U a t loo co:>te a U o th e con et1 t" .. t lo!ll't.11t,y of the r • -

: •. • .• ct. ~ l•~lalntl;n , " co:ll l clera o l e n~eber did no t oppbae th e 1e .;ia­

· •Ll;r. i: • . ,r1ne1 pl._ , :\J\0. , A. u·ar tnt. l ;t , aooe l rJpor t.nnt 1nte reeta !&vo r c4 

:'.~ , ""'r :~rmin~n :-t c:tor 11. car :-1er n tt.1 t.ul.c reln t e4 t o t.he maln-

.. ce \llC. t;,~e• of vo l u.a.tAr .. "'l:e u•io c ay a t.LJI. ! he P• a.o•)'l 'f'o.Q1a , !or 

.• · lc , '"'' n . r elntlnl :r U~~r;, l pena1on aya t e..1; 1n 19:!5 pe:ul on ex-

t. ··-l :"J.re . • ere 4 . 7 oer c e n t or t.:1e nn.,'To l 1. , .l.CtW\ri u l 'f'&.luat.1ooa a.de 

:- :. •'- Per.ns. l vQr.1a .. 1na1cnte , t hl\ve oe en t.o l ci . t hat t n• n.c &.w.•l eoa \ a 

0.. r~ter vt: ons lc n r e runn i Dt. &e ht ._n no 1:1 o r 9 peree n ' o f the ~oll. 

:.n il~oau !!e t1re;oen t .Ac t bc.'lefl ta n r e , f or t ne CIO at pAr t, 1n411'14u&ll;r 

! r . r ~ .• -.n t.:t:>Gr of the Pcnna.· lvPn11\ volun tllr;; p1.lUl IUIA o.re J)ll.¥ablo 1n 

r, ec t o! n ll eapl o;r.Jen t , • nor ••& a the Pennoyh nn1A be net t t1 are ~1• 

1.: t:> cmpl oyeco wi.o r c .. >A i n In oentc e until ret1recen' ace. f h• 
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Pennsy1Ynn1a •oluntary plan, howe• er , 1a .upported cnt1rel~ b~ the 

eolll)l&D¥. whereaa halt tbe coat o f tM Railroad l!et1r..,..nt ut h 

borne by emplOJeea, It m&7 be cheaper tor t he PenneylY&Aia to Pft¥ 

ror half ot tba .ora libar.l plan tb&D tor all the coot of ita own 

plnn; it UDCJUUtlOMDl)' would be true if the cotta Of the !DOre 

liberal plan were beead on ..., ap t;roup :vouncer tlvul that of Penn­

oyl vania earploJeea. 'l'he SA1'ing to the Pen.oerl,.ania under the preeent 

P.all road l!etlr .. ant ut and Carrier '!'ax Act would probaoly be not 

le81 than $10,000,000 a year, 

'!'he !lew Torlc Centr al aloo ""'iMa1no a 1'olunt ary penaion olan. 

lblle the ia411'1duel benefit. are about ae l&rge ae thou of the 

Penney l•an1a, t he rules coneernlne elt~ibility are much =~re etrtct. 

Tbe Ponn~;vlYania carrtea to retirement ace t:IIUlY ecployeca who are 

unable to continue in aerYtce becauae of ditabtltty and • t•e• th~ 

penotone at rattreaent &6•· '!'be New Yorlc CeAtral retiree conetder ­

eble n~ere of men at a~e ee•entr without any peneton becauae of 

brealce in eernee. The etrllce o f 1922 baa raoul ted In for!'et t'JJ'e of 

psnliono by larj!e n\llllbers of ::len on the New Torlc Centr al, 'l'he Penn­

oyl•anta pl.an baa no continuoua aer1'1ce requirement and interruption• 

In untee on account of euilcee or other reason• do no t r ell\:.1: in 

loll of penllone. ConMquentlr, the coat of the !lew Torlc Central 

plan haa been crueh le11 tlvul of the Pennl)'l1'Mia, nmnint; in te~• 

ot current dllbura-nte t o only about 2.5 l)ercent of the payroll 

1n 1935. On a raeer1'e bali• costa would pr obabl j no t be l e u than 

5 percent of the p11.1r0ll. fh~ - lnt•nance Of :1 ConrnmeDt plan 

woul4 depri1'a the ... York Central of itl aoillt7 t o UIO a ~enalon 

IYitM &I a WMJ>OD l\()llnat atr1lcea aa4 I~ llmilar aye, lhUe there 

can be little dO"Gb t that the !:ew ! orlc =en:ral would oa•e tllroll&b the 

ooerAtlon of a Ballroad Betir~ent ~ct, t he acono~v would be ouch 

leSI tb&D in the caee of the Pennl)'hania an6., taken I" conJunction 

• Hh the other uMe t o which the p lan hal been put, eer1'ea to ezplain 

the oppoa1Uon t hua tar to t he Ratlroe<i JletlHMnt .Act on t.ne part ot 

the lle• Tori< Central . 

'!'bar. are atlll other n.Uroade which -intain no panaion •7.­

t oao at all, ew:h ae tbe Sou thern P.a1lroa4. It .. ..,. doubtful whether 

the coata or a Ratlroe<i lletlr-nt ut rapr11ant n ew coats t o theM 

roade etn.:e -•t of tU. baYe lar;;a n~ar• of !Mn at a41'UCad ac-• 

ln their Mr1'1ce wbo11 efflcianc)', rdathe to tl:.e pa)' which the)' ra­

cehe, 11 low. Jat, nnertheleu, aoet of theeemads haft apparntl7 

been lloatUe to tba btl~nt .Act. !beae tl>rae alOLIIIplll repreeent 

perhapl tbe ...... or p,..c\ica with re~t to 1'0 b mtarJr p&DIIOn eyet•l 

and p 'ft tairl7 \7]11oal e:ao:opl .. of the attitude of carriere to...-4 

the Reau-t .&c\ eo far aa coat &8p8Cte are CO.IICIIrne4. 
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~. P.el4 t1on of Tl t leo 11 ann VllJ of Social Securit Y Jpt to !olaatar~ 

?enalon Plan • 

11on railroad ~emonta which haYe ma in tained ponalon oyet-• 

r~ve reall :ed end been frank to otate that t ho offectiYe operation of 

trhn aportat lon oerYlce waa tberebJ f acllltatea . tf there wero no 

Pnllroad P.etlrement Act, the rallroada would , of courae,be .. bJec\ 

to ~l tlee II and VIII of t he Social Security AC t; 4ur1ne t ho laat few 

CIOntns rn !lroado han oei!W' to a tuay the effect wbi cn theae tUlaa 

eoul<1 han on t heir YOluntary plana . '!'he a ontn ly benet! u W!Oler 

Tl tle !I of t he Social Securl t j• Act do not , ot couroa, boetn WIUl 

1942 ano wi ll not tor aome yearo permJt any .. torlal reductl~n ln 

the benefit• payaole In t h e •oluntary :1lana. !altlne t ho pe..-nu 

enlcn would oe nece .. ary under t he p.rlYato nlano aD4 tM tun Jl&y­

able unoer Title Vlii , ""'ftY railroad - e-n\o baYe not been able 

to oee that t heir poaltlon l a bettered sa compered wit h a lo~olatlwo 

rai l road retirement ache~, pr owldod t r.ere waa 1 n• n1Ye4 no aore than 

wr~ t t hey re~rd •• a reaaonaole coat. ( 'l'he relief afforded to \be 

ra llroado b:1 t ho Security Act would have been •\<rrlallJ differen t 

hac the llab111t1ea under the voluntar;{ plana b oon l1an4e4 aa4 lt c:v­

ron t ccar t •• were oe1ng aade ln reapoct to accra!Ai 11ab111t1oa.) 

The ~nJectlon ot t he Socl&l Security Act into \be picture, \l,.rofoH, 

haa bad n uaterlal Influence I n chanelnc the aut t1IIU of tlloo rall­

ro&do town.rd a railroad retlr..,..nt oyotoa, and baa M4e tb- aoro 

wt ll l.:>g to atte:opt to worlc out a OJ•'- which wouli be -t~~&lly •th­

!nc t>ry t o the~aelwea and to their .-ploJW••· 

Lata In !lowe::ioor the Railroad Ret1r-ent lloard .alla1 tted t > the 

Prealdent anoe of t hese facta and ~eatod tnat be a44rooo a com­

"'WI!catloo v. rop ruent.c.U• •• ot bot h rallr>ad • en•ge=nte aa4 ~r 

>r.,.:>hat1ona, urct"<> • tho doolrabllUJ of a cooter- be-.. 

rtpresetat1Yoa o! the railroad• aD4 ra11roe4 -.&.,...• to c.....u.r 
t oe ret1recent probl• aD4 att.-.pt to t1D4 a •U~MMrT eoluUri.• 

1111o ~otl?n •• adopt ed b7 the Proeldont aa4 a let._ ~ 

1t ns .. nt out by the J'reeldeat Oil JM~ 28, le36. 

ll;ooot ~dlatolT thereafter, oo.uuo .. won appolaW _. Uloo 

.l.u>eiatlon >t .A:Mrle&ll Jla1 lr0&4o an4 by \be lalU., LAM~' -..u .. e• 

.. :..no!at 1on who were autborlaed to worll: out a - -u, a,p rr 'ltle ~ 

.u, .,., nTe wlti>o'l&t .mhorl\y to »114 Uloolr pr1M1pale. tile ~­

• ere , b.oweYWr, to roe~ the 114opt1oa of a plaa aa4 a p:oc11 • '• 

It a eatabll~t aD4 aalnt-o. tile -rerHo 'I&DUretoetl lllat .., 

,w acr-4 Ui>OD be-• u.. wouU 11e ~ .. ,to rorlw _. •-• 

mental a;toncloo IDftl'l'eA aa4 : 14, td oeu N, ~ln ~ - -*'-' 
b7 co:>goooioaal ~\Moo u4 be .._,_,... _. .._ to _. 5 & I• • 

• ollld be U..- "*.., • ._ leQielaU... 
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In Ai a le\\era, t.M ~.U.at lla4 a\a\M Ul&t: ' !be llaUro114 

bl1r-Dt liO&r4 baa collec:\M a ~\h of 1Dto,._uoa 'beart.ac oa 

14o probl eoae aDJch aoul4 be coaal~..S 'b7 ~ a coD.!areiiCe ..a baa 

Ia Ita poaaenloa all \Ae nl-t rec:ol'lla cacpllad by the :Federal 

Coorlll116tor of 1'rulaponatha. aa \«l>ll1cal tacilltlea cu W<lbt ­

hu oe of ....,b ftl» to ....:b a coD.!areuce &ll.d I .... U:.ere!ore, re . 

cro.uUnc tbe Board. to offv cuala\&Dca 1: ~ t or a ~D.!ue:ca , 

to calce H a lnto~tl?u aftllable aall to reDde r a hateTar alii 1t C&:l 

to ti,. C<Jnfa r a ea . • ~ collferau, tn.eret,re , a abd that the ieUra­

• nt Boarll 'o actuarial &taft aalte <raluaUona of 9arloua plaaa al11ch 

oart W>Aer ~neluratloa . 

f'ne rapre-\aUTea of U... carriere were anxloua that aey 17 U e:o 

IIAopttll be web \hat (1) tn.e coah wou.l.ll aot exce ed 7 perceDt ~! ~lw 

9"7"'?1l; anc! (2) t lw burnen 'Jf U... preaaa t peuo l on rolla would be ab­

~rbed b7 t ne new ay at... f'ne labor orcanl .,.tloo repreoe~tatl<re a 

oert lnalatent tll6t (1 ) tba lll41rldual beuefl h of aay new ac~ be 

aot leoo than t bo ae of the preae~t Railroad Retlr~nt Act ; (2) fUll 

beaetl t o oe a Tal leb1e at t he op tl?n o! t !>e onapl oyee at the 'bej;innlue; 

o! ac• 65; (3) lad! T14aal be net1 ta b e ~ le11 lD ft.QJf caoe and -terl · 

a lly Luger 1D tOOat caaaa th&!l t hooc UDder t he Socl al Secur1t7 Act ; 

and (4) t he 't'• t aa oe oper a ted b7 t ne Co•ern:aen t . 

lln4n tba p reaent P.allr'Jad F.e tl~e:::ent ~ct, w!:ile nl> c ara?Ul.aory 

~·· of ret1re~nt 11 preaerlbed , tne pr?vla1?na wer e ao arrance6 t, 

;r.n cona1G.e r aole -nr e asure on etm..,lo;.reea t o ~•tire n t &.c:..e GS Md t he 

CP.rriera are tree~ to i mpo ae e'n;NlaorJ re t t r •:=~oent r eatr1ct1.)r.a. ~e 

n ,urea ou tne coat ot t ne orem,en t .ACt , referred. 1.0 n t t !'le bet..1.nn1ng 

ot t e l a mei'DO rMduc , were c.a aed on a.n aaa ned. rate ? ! r e t 1r e::ent .. .-.tch 

•a• rJootanUall;r e cr.Unlent t o a unl!om co:upuloor;r retire=.en t At.• 

of G:. . Suooequent otudles hnv e caat dC711bt ~n t .. ia aor=ut l ?n. I! 

tne a a r..aoUon were true , it woula n.~ t ue 1:1 .edlate r e t i re:J~omt o! 

4 oe rcent or more of r allr oon e:>oloyeeo lnclud!Dt: pernape a MJor l t .t 

of ofllc lale, a o well oo .;rea t numoero of "other• h~ldl,.; ~"'!'ortaAt 

P>C te , Yhlle ~ny o lder a2ployeeo could oe ro~lreo a t no looo, or 

r<rnhpo a cn tn t o the oer Yi c e, the retir~ent of bl l CaQld be acc o:u­

tll~.ed , If at a l l , on ly oYer a peri od of years. !he mAjo rity of t oo 

rul lroado ( 1n term• of ecp l oyer o) have re~orl;r r etired n l l ec? l oyeea 

u 1n ~\talnment of aee ?0 . Aar.ai~ that pr~ctlce t? oe continued. 

t nf' ce later Ml\l)'aoa point to t he eonclua1on tn.a:. an tt.Yera, ... e a,;e o !' 

r,•~l rocoent of 67Jt, for GJ?lO;.teea re tlrl ne after 65 . would be C?nlorvn­

th•e . If t h1a s aaur.aptirtn were u aed, t ne coat o f t ne preaen.t Re t1rLlent 

-~·~ • ? <lid 'Do a bout a.\ rath e r t lvtn l '> percent o! the peyroll. 

::&r l7 I n the nacott a tiono 1t became nJlP"rent tho.t the reconcUla­

a~n or t he oppoelo.s •te•• o f t h e cl\rrlero and labor or c:anhaUona . 

J J!d be accoapl1ahad only by maki~ conditions of retlrem~nt .uch tll3t 
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~loyeeo in &1)1)4 bMlt.h ~4 -~ 1a urnoe.-~ an. 

-.:;• 65. !be tiro~ Bailro.A .. '"'-' M\ •o •Uft\e4 lu'~ ~ 

a de si re on tbe par\ of ra.1lroll4 .-plo,..o \o tQoe oltlu- .. , ol 

u rYice , oo~h 1a order to ctn w- , \aU a1-. \be U.. ...... 

af ford e::splo,_,., ror con oid.onblo a ' no 1lbo _.. 11boU, or ,...­

tl,.ll;; une=l'l~TH-. Ia \be Ucb\ of .UMqQoo\ •••'•• ~· 4odro 

t > r~n al l cplo,eoo oq r ace 66 a;.poaro \o llaw Ma a ,..,.II'U'7 
pbaoe In t he dt-:>a\lon. 'riM man.d r ho 1a roilroel \rafth aaawo 

has rerJ.ltod i n -.ziT 44- -nu Nl<l pro.otiooo , beo ~r4o4 Nl 

tl:te e:::!'l0:1""!1t ! or .oat e~~plo,eoo wb:> • oro wo~ par\ U.O, u4 llao 

rerl.ltod In the N-alloorpUon In ac\ho cplo,..a\ o f ao\aauall7 

all t ho s e on reoer• • llo\o, Ilion railroa4o ben liD• ~o:rtoc MW 

tn">lo;reea t lrl o y eer t or \ho n rot tS... oiac o 1929. !bore -- \o 

exist a conol dorable oppool ~loo on ~bo par t or o.plo,eoo \o \bear­

ol tra ry Nlea ! or c1"6 rati r - u t. at ~ ?0. !1M aqrop c-.-•Uoo 

o! .. ,;>lo;re oo who attai n old ...,. 111 rai l roa4 oernco b&o llo•, !Gr \be 

pen ;;ear, a bout $1!>0 per a onth . !be • • •race ODDil1 \7 b&o llo• olloo \ 

~65 ,.r ~nth , ftnd cay wb en !lnal aot t l~ent a are aad.e , •••race $70 

>r $7. ;>or o :m tn. lhl l o ~hoae are, ao &nnlll t l oo &O • ro\botr llborol, 

t....ore v e n..::b oro o! r ai l r oad. eapl o;ree o l.!l t;<><>4 beal\b , wbo would. 

pref• r t o cont inue a ~ work ra t h e r than tllf!e r tho reduction In l noo.e . 

!!: ~::e noaence o ! an:t c oa_pul a.1on , w ch ~loyeea would., o f cov ••• 

:t:o>l n l:l oen lce. .l INIIII>or o r ~ho rollroad o wh ich ba•• ~>•••• ontor co4 

<>:.:r~ls>r/ retlr~nt at ..... 70.alao Apre&r to be oppo M4 to eo cl.oloc. 

tt no !l:>all7 ll(!Teod b7 tho confoNeo tha~ the llall~ Rat l r-n\ 

•: •t•- ltoolf &holll4 coc~ln no pro• l a1on l o>k l n& t oward eo2puloorr ron 

: 1 "•- dnt . :-n~ carriere on t l.elr ""r t tur~nor !>(treed u a bo U oh l.bo 

nroa~t co:puloor / &ge !or rotlr~nt OD4 t o retire a~loyooa alt e r 

a o e:. only for cl &a b ill t J Nld l llCO.-;apotonco . !hue A(;Neaen to wil l 

""'•· of couree , s "ory • 1 t<>l blllU'ln& on retl.-n t ac•• IU>d on coot. 

v~aer t ho ae pr ooen t TOlun~ry penol on O)'Ot .. o a blch p roYido f or 

>•:!onn l retirement a t 65 1\nd co:~~pul aory r o tlr-nt at &t!W 70 , \be 

Morn'-~ """ a t retlruen~ baa bee~> about 69~ r eara . !be AYor..- a~ 

t r•,!ro~tn t Rm0!1~ non,di aabled aap l oyoe a whe r e ~be rt hal boon DO 

: '-""•llor .. r e t!re:ae12t "l:'' ha o boon be~woon ?0~ OD4 71 yoaro. It baa 

O••c~, t h~U()i t cooae" a tl'Ye. t ue r ·ef'ore , i n c a lculfttl ng '-h• c oa\a ot a 

.. ! .. ··. !\aTtne su.eh re tir ement prortai ona , t o uee an avera '"'• ag-e ot re­

t I re.Jcnt 1110one; 11cnlth;r tlllpl oyeea o f 70 r earo . !blo M<UO M &Yerot. .. 

• >f re t! r~cn~ ! o r ~boae r etlr 1nt • b an over &&• 65 o! &pproxl~tol)' 

' :cl\rC , Or o.n B'I'Or &!ll "C" Of retlr-1>~ Of All 0::11'l0ye OO Of abOI&t 

7 .. J eare. Tbeee a a.umot iona. l f t rue , would i nvolve ~ locr ea .. i n 

' rn te or' r e t i rement wnJch bAa ex l ated. unfle r .al Wl tary p lana o f , at 

•~ b5 nnd over , 50 ~o 76 perce n t. 
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';'hree o t her c:iuul(:ea haYing the c.ffect of r educing coate aa eo:n­

pe.red with t he pruent b 1lrol\d Retlre!llent ACt were aue~ upon a a 

between t ne eon!ereea. 

1. Under the preaent Act, fUll bene!ita era payable to any e=­

plo;tee retired blf" carrier becauae of cUaabllity , Diaabl l1ty ~ 

oe ol' a relnt1Yellf !lllnor character or 1t may be a pplicable only t o 

tne speci f ic occupation In •~len the eo, loyee wna eQbatcd, It 11 

now ~eed that lo the e• ent o f r et irement before ~e 65 , nnnuitlea 

will be pa id only to eruployeeo who are pe~ontl:t and totally cUa­

abled fo r M :t £1llntu1 e10plo;~~~~ent. Ul>de r the preoent ACt , cUaab lllty 

• Nl •• u l tin cenoe only upon the re-entry or the MDu1 taot Into railroad 

oervlce . There 11 no proY1alon !or per i odical proof ot contlnuin& 

dlll\blllty. Under the new arran~e=cnt, continUAtion ot t he n nnuitlf 

l o to b e ba aed upon continWUice of t he diM bill ty aJid the MDu1 t7 

cuoea upon the recowr;r of the Mnuit&nt or hie en try into any e;nln ­

f'Ul .,ployun t. 

2. At preaen t , any p eraon who Ia ao el!IJ)loyee on or n!te r the 

dnte of anactQen t r e ce iYe a credi t for all of hla ae.-.1ce prior t o the 

enac tment dat e , no -tter what t he lent;th of hla wl:>eequent emplolf­

.. nt . It I a no• &&re ed that pcraono not In an e~loyaent relat ion 

on the daU of e nactment who wl:>aequ.ntly re-ent er aerYice will re­

ce ! Ye no credit for prior aerYice. Dnployaea ~ho ee•er their con­

n•ctlona with the r ailroad industry before rea~>l ft6 retlreaent ~-­

nloo forfeit prior oerYice c redl t a. 

3. Jnnuitleo are now ~ble t o eaployeea who retlre ! rom rail­

road aerYiee, i r r e opectl•e of any el!IJ)lorment eloewnere . Should t he 

auee!llent 'be adopted annui tie a rill not be payabl e I n period a 1D 

• nleb the annuitan t io en&aged in re0'Ular t)llntul eap.lo)'lllent. 

4Dother de• e l ol""""t w:Ucll hao bad " bearin& on coot II tbe r1 oe 

I~ t he p~~,.vroU du.o t o 1Dcrea aed eaplo,..,.,nt. T"ue 10 perce nt !le:ure 

"'" ' 'baaed on a J>83roll !or all railroad• ot $2 ,000,000, 00:>. !be 

11Yt r ll6"8 pa,yroll duri ng the laU t en ,.esro baa been $2,360,000 ,000, 

t.ni t):e pa)'TOll bllo be en a a l ow a o $2 ,000 ,000 ,000 i :> only three 18&%"1 

cl nee 1916, .lt the preoe11 t t~ the pa)'TOll 11 ,.,_ 1116 at 

$:! ,200,000,000 annually, aA4 railroad ~nU e.re eotil:laUJIC a 

10 to 15 percent !Dcreaoe duri n& the c urrent 7ear. I t ••• • r .. ocn­

llb lo to eot._te t he pe.yroll t or the future at $2,200, 000 ,000. Under 

the Railroad h Ure:oen t .Ac t, t he accrued liabili t y I a 11Ub otanUall7 

fi xed 111 ten .. of dollaro. 'l'"ne lenl perc..,tace ~! payroll e~ethod 

conte.plat ea not a co.plete ~ortioetion ot the l iabi li t y , but, a a 

!n the Socla.l Security Ac t ol d age beneti t a 171tem, i nter e ot lo paid 
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o;. '" linollit;r . Since the lhbl l1t;r 11 fixed t he l n t erut wlll 

t!c• oe fixed , and becocec ~llcr no the ooyrol l i ncr.ateo . The 

, !r• ); ~ne 01\/roll e at !zon te fr<>r:a S2,00'l, 'XYI , <YY> t o $2 , 200,000 ,000 

c••·- ~ • ~~ n r edue t l?n in coat o! appro~tely 1/4 of 1 per ce nt o f 

~t1t ~.n ... r :>lL 

I" 3CC!tlor: t o th e clvln ec i n t hr plnn wl:ieh i.t.ve Juct l.aen 

25.; 

cr..·- t•rnted:. -:here wne w.nther w •• leh w:.;..1 ld p roba.bl;t hn•• an l t:pe>r t.aa t 

e:""!'tc t !n l1Lit1~ eoata. t!nd.er t.he pr e aen t .let , t:oplo;tee e are ClYen 

" ·" o; : l~n o f e l ectlr.(. A J o i nt o.nd rurvi'ror &Mui t;r At tho t 11M o f 

;...f.!.r. o:;oplic' ti~n !'or t ?:eir own ::nnuJ tl. The Ac t. cant.o.lne n') 11£11 tn­

t !o.. >:: t .. e o.:::o-ant of """\II t ) wh icn the =plo;ree -.:1 elect t o recoin 

r.1< ~t l f a.e: :14 ... o.1nst the n::oura. pt.;;nble to tne ~pouae. !he Boar4 naa 

'·""-.ted b;r Rw:ii r.l otrAti're ret.'UI.nti on t o limi t t ne a4•eroe oe l ecUon 

• ! CI• co>.Ua e atil'' a rhe i n A pr ovilion or tr. l o oort, but 1t 11 doub t ­

~'! wr.<t:.tr cucl> • e lection could be el!odn&ted ent lrel)'. It 11 "o" 

s. -re r-a. t:\b t t t.e elect.t -m to take or n~t. to t.bke a J o i nt and su..rYl vor 

'·nn·>l t;, C\lat be roa4e a t least ! he ;r6to ro prior to retirement M4 will 

n~ t oe nvnl l n. le to employe•• r~tirlnL b;r ren o?n or di oability , !be 

o tl: ca are l~~ed t o tnree and i n no ••ec t mh:f an i nc i•idual e l ect 

t3 r.Ave ilia w1fc receive oor-e t han h e h1D..cel1' d.o ea. I t 1a oe l1eYe4 

: . .a t t r.e :>e . pr o• i ol'l" will au.c• tAn tih lll' e l110lr..ok any a4ftree 

se l ect1 .,n. 

One Cntlll!:e wuo UQeed u ,>On whlcn , i t accep t ed , will l ..creaae 

coo:. cli.)ltl.-. 'l'bo pr e ten t J.et tLttonpta ~o pro• H e II.IWUi tleo t or 

ell "lereons in c::nlo,7Cent or n.av 1n~ an emr,l ope.At. relaUoD t.o ft. 

cnrr1er. Tne te~ Hc~~lo~nt r e lat ion ,• b~wever, 11 4e!1ned ao &I 

:o req-~i re no t only t!-.?<e ecp l '>;rcec t? hold ri cbh UDder aue....,nt o , 

.. .lt :-e~ree alco thAt a ;.e£. pe ra?na be rea.d3 aJad rllll~ \o Mne, 

" lch :neD.~e ~ha t a .,ood :;;:.n;; 'oona fide cp1o;reeo are let\ out o t 

the ccoeme be cnu s e ot per:.L~ent and t ?tn l d1eabl1i ty. 2bio re.ult 

•r • n>t !:>tended and i t ia now ~··~ : r.at aucb peroona are eatit1ed 

<> oo:~~f.Ho o! t !>e .le t. !hei r 1ncl~oion a4da M O'Clt 7 /100 ot 1 per­

ce'- t to t!.o payroll c oot&. 

~e ac twu-1a l eta.tf of the 3oar~ bas calculat.ed Uoat \be coot '>f 

;:~ov1d 1no; bonetits ot the Ba1lroa4 Jtetir_,t A<:t .-dlf1ed •• ntlbe4 

·.cove would b e, 1J>C11141Ac e:rp111111 of a4al.n1atrat1on , 6 . 79 perceat ot 

·.:.t t :>Zh'ol e pa.yroll. (ID both BaU,._t J.eta an4 1JI &be propoM4 

~:~ . c oapenoattoa 1JI aceaa ot $300 to an 1...U.wl41al 1J1 Ul¥ oae -.a. 
It d. lorepr414.) !bie proce411re 1e loaeaol on t he ~' ot latina\ 

a t the rate of 3 per-t per - on u 1lll1'1lllde4 1JI1Ua1 11&11111\T• 
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AI 1n41c&\e4 ~. U.ON cantera wblcb alaYb peaaioa qa-

uaa !:a ... felt Ula\ ~ cnacb\ ao\ w 1»e compeUecl. t., carr7 Ula coah 

of pendone 'llll4er ~ 8J'&t. ... aa4 1a M41Uon pe:, a abare o f \be aa­

JI'QlUaa for \be lar• ..-.r of o l4 -.pi07aaa on roa4e wl\bou \ a7 et.-., 

WilD would 1a all pro'b&blllt)' be r et.lrecl. la:::le4lahl7. Calnl&Uou baYe 

\ton l:ll!o<ie 'b7 our ac~al ehf f a e w t.be l lablllUee for e.plo)"eea 

65 and OYer an4 r o r tboH on pene lon Mlle, road 'b7 road, ae Of 

lur>ATT 1 , 1932. Oil \hat. 4at.e the Penn.,.l'l'anla Bal lroa4, f or el!Niple , 

~d haYe ba4 a l lablll t.7 !or bautl t.e calcula\ecl. eccor41Ac t.o ~e 

.. ur .... nt. A.Ct. t.o .-plo7ue 65 at1ci oYer (all of wet~ eoployeee oa11141 

Wider age ?0) o! 11.40 p e rur.t. of t.he pe;rroll. ~ the ltllwaukee ther e 

ne e Ua'olll\7 of oYer 27 ,arce nt. !or a:tp loyeea oat.wee:> 65 and 69, and 

a llao1l1t.;y of 14 percent. t or e::;p lo;yeu 7? and :>Ye:- , n t.otal of oYer 

4l t perCeAt. 'rile 11abll1 t.;r expreued ae n perce:lt.&<;l of pa;rroll t or 

Ptl14c, lYan1a penelonere waa 31~ percent. aa co~ed wi th leae t.hao l 

percent on the ltl lwaukee. t:lnleaa the ne• e7ate:> proYldea !:>r taldn& 

oYer the PenAe7l'I'&Dia peneionere , t h e Penna7lYanla would not onl7 !:aYe 

to p&¥ a l l tba coat. of auch penelone out would 1n addi t i on help t.o 

carry t he burden of t.be old lt11wa~ee •~olo;yae a . ~lnL a ll the r oade 

baYi ftC pene1on ayeteme to~tner, t he liao1l ! tiee for ac~1Ye e~ployeet 

would bt r e laUYel;y onl;r 61) perce nt of t •• e Uaolll : iec ~:>:- t ~oae r:>ac\a 

butn~ no penaloo pl l\.01 . l!;r add.il16 i n t he :>enaionera, t r.e oe inequal1 -

t1ea , .,Jld , t.akin,£ t n e ,. J'O"J j)l a a a w .. ? l e . Qe &pOll'Ox~~t.el:; :){faet. 

1hero w?~ld. or courae, atill reQBio eonaideraolo d ifference s in arQ 

eo. -pnrloon inYolY1Q& indh1dUA l roll:-on.de. l'.te carr lara t hcClaehes. 

h~•e•rr , appear ~o be satlafi•~ a a a .~up to nA• e the ,enato~ere 

taken o.,.r, and will a pperoaUy n?t raise 1ndlYidUBl q·aaUo no . 1'be 

eoet of the p reaent penelon ro l l• would oe . 3~ percen t ,r t ho pa;rroll. 

~11 0 ~epreaenta the ia tereat on t he nccruec l i aoi l it' wlto roapee t t o 

thcoe rollo a1nca t ne1r oasump t ion, b' tne a,atec , ·~uld have the 

erteet of meral;r acici1Dt; t o t ne occr.1ed l hoi H t7. T:;e tHal eo at. :>! 

the pl~~ . including t ne prov1o lon for ? reeen t nenaione ro, woJld the r e­

lo re TU4 to ?.11 percent or t~e ~7,11 . 

The co~~~:>i tteo r eprecenti:.,. t ,.c r t.llroa" :::ar.:,.;e::>ento ""' " wil Hn.. 

t o O..!J"•e to ,. c hArG" on th e on;rro ll, !or tne supp, rt o f a retire . oat 

ayctem. ot 7 te r e en t , of wui c r. e ... ·>lo~·eec could ~' !'o r one M lf. '!hey 

felt . however, t.uot Oecauae ot' t he lott 1nt t1nl ~ .. j rn tcc u.ntl er 

: 1 t!e VIII or t.ne Social Security ~~ difficult y :oi .)'. t be e;q,.e ri cnced 

l:t. yor 0'\JA4u_ :..:l ": ~ carr it r l\ to l'!l :.~ lor"' for t:1e r. l c..n . Sir.ce the7 

~1 11: to C.O:Ce certe i . or t . . e 1.o ·:>w•e nc:r " ! !..""le j>luA o:~ec it io in­

D\~o«.;urated., t.hey w1eh to accur e u def!ni t.e ,.r! ttett co .;....itu.ent f'M~ c.ll 

t..Pa>rriera b1ndh>c. t ne::> A'>t t o l notlt".ltO Xlj l1 u ._u U on . The belie! 

1
-:"hia dAte w'-\e u eed 'becauae of t l1e ft~ct t :..n t. 1t WI'S t.:te onl:..- cl...c.te for 

' Jcn ace nnd cerYice r ecord a we re nval la'ole on G lor~~ number of 

Ind ividual ronda. 
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w:>t .xpr ene4 that lf· WU&l. \aDa ftH t1Dcl at 1 par•••• r1a1JIC 
•r 1/2 peraont each t.!lraa 7a&ra to 7 percent in 1949, U.. 4aUH4 

reul ~ could be acbiend, 3ach a tu plaA would 71a14 U.. -
ren:rur , takint; lntereat lllto a.cccnmt, aa woul4 a 1-1 6,10 pw 1 r\ 

or th~ paJTOll. 

The •••u·utloll bad b eell ....,_. t hat a Bailroad. :a.u..-t Mt alP\ 
•• ro~ed a a cocpoM d euenU&l~ or two par\1, Ule Urat ,_.. coa­

o1st1~ o r tee benetiu e qual t o tho M which would M paid t o :ratboa4 

e::plo;roea Wider T1 ~le II aDd, t h e taxea which would M paid b7 tbea aal 

thei r t ::.:;>loyer a un11er T1 tle Till o r the Soc 1&1 Security .Act , &ad tbe 

second par t, a leTd of benot1 ta ri t h taxeo eutt1o1ent t o p roTide UIOH 

'oer., fits. 'l'hi a woulc ,..., t hat i n calc:ulatin& the coat or a Jlll1boa4 · 

Ee~ire:tent .Act, bene!iU e qual t o tho ae UDder l'itl e IJ or tbe Soe i&l. 

Se"\:.1"1 tj· J.<:~ would be r el)lr<!ed a s prodded by the taxes u:>drr ~Ule Till · 

;;n~er t ile Soc1:U Securi t7 J.ct , railr oad elll)>l o,.eea rill r ecelTI 

auch m~re in benef it• t..'>An t he u.xeo which are payable by th.,. aJid. tbair 

E::!ployers . l'he to t a l u ttarenUa l dll probabl;r Nil ill ezcen of 0111 

oill.o:1 dollara, Q:lv1n.:; n ;>r nent 'l'lllue or fro"' 3liO to 500 a1 l l1oa dol­

l cro . :us di apo.r ity be ~•een b enet1ta &1>4 tazea 1a 111 ~neral. ~ ae 

t•IFfCts present a:.lpl ,yt et 1n nny 1nduatry . It 1a parUcul.ar~ \rlla 

~~ th rcopec t t o r <oi lroado , howe• er, b e cause or the relat1Yel7 aci.YaiiCed 

t.ce J f rai l r OI\C O::!JllCy eea. 'l'he ul tim&t e loYel Of taltU 'IUlcl.er '1'1 \le Tilt 

Is rJ .>e.r t.=n tile level • ni ch ~ro•JJ.d b e required tor Dew utraDta 1Dto 

: .. e be>ust ry so thA t t he c e!1c1t in reapeet of preMilt e.pl o,.eae ia otf­

t" ~ ~ .. t-he o verc:M r oe for nc• eotrant a . Tb.e.re wi l l M eo.e O"fercbarce 

lr. : .. o ranr oa d 1nduatr;~, but 1t 1a .... u er t hen r or other lnduatriaa 

oec"utt of t !le !act that t l:o nvor~<t;t ar.e of oDtry Into rail.roacl. earnoe 

11 :.!L.ne:- t nnn 1 t ia i n o t her tndu a tr1e a. So !u a a •• are aware, c.b• 

r~. :roo~ :,..;·.utr)' =1n t.a1DI ~i.;her mi n imum ...... . for -.Jor ';ypea Df -

b;."-"·t tbnr. n:-.;· ·other 1:>c!uatry . ior &"""'J>le , eapl o;reaa rill DOt be 

1: t•.i ~)r trn 1n nnd. en{.l ne aer vlce a t ac;ca under 28. .. haft ...S.. a 

·'""''e r o f ce(laureuen u !or r nil road ....,l oyeea a a respects t h e 41aparlt7 

·•·~~• .. n benefits nnd t axe a . n.nd ha.Ye a rr1nd n t the GOD•ral. ooDolualoll 

t .. · ~ t~c value o't t h e d 1opnr1ty or •41f fereDt1Al0 1a equiT&l eDt to • 

: ,., 1 ). ;;.~ ner ce nt of ti:e .,._Tol l. !Jnaure=nts or coure~ a re ..,bJect 

t> • cor.atd4m •ble =rO,n of e r ror Iince ID the t irl8l annl71h the d1t­

:' rtotln l o~t co t to o~ bnaed on coot a within the r a ilroad !Dduetr;r 

•>~e. out asa=ec the finnli t ;; a lso o! th e preaeot tax ra u a 1D 

':!:lu VI II ns a ccurate i ndexeo o f t o tn l c oata. UeJc:lna: allowance for 

· il·~\l'Je of di f feren t ial. t he coa t o r the Railr oad !let1re .. n t Act i e 

• .. 9 •crcent of t ho pe..yroll , wn1ch 1e ol !.gbtly leu than tba tazea at 

.(.· ot~:-- rate n l r .-ady ~ntioned. 
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'l"no re a re appended ner., t o co,.,tu of n l et ter fro:: the RJ>i lrond. 

RetlrEtl<!nt Board t o t l.e Socl nl S<·curlty Soard , o.nd n letter f r om t he 

SQcial SecurHy Board to t he Rnilronc Reti r ement Boa rd , oo t n oea rl"€ 

oo the mat ter of t he dlt't'er.,ntlal. 

The precedlaE> dillc u eaion hne 1::;>licci t he ~rcnt1on ~f n ae)lllr nte 

railroad retiremen t fUnd (o r n t lenat no c lr.z llng Into tr.e o l d ~~~~ r e­

aorve account ot t axe e p4 l d by .-P!lroncie t.!>d ~r.elr tc!>lo;reu ) . Tho 

"'''"• reeul t coulci b e achieved if t he ::arrler Ta:dnc. Act cerrl ea , not 

all tlle taxee to be levied on tne i ncu&try , out only thnt ~rt in e:o:­

con• of t hose in Title VIII. ~nee~ e=ce t£ •~~s would ,ey ~or tr.e 

bPneCita unuer t h e R:li lrond Retlt~ent .ri.ct in ~xcesn oi t hl)&e wn 1cn 

• oul<l otherwiee be n&yable under Ti tl" II. I t " oul a then be r "naon­

able tor t he Rnl lrona R~tire~ent Act to cnll for np~ropriatlons to 

the Old A&• Re s e rve ..).ccount of sw:h a.::D\:J'lta u s n r 11 r equired , ln a re­

serve 'baaic., to meet tl':.e pny:te .tt a under t.ne P.nllrowi Retirr-sent :-.ct . 

~he .uo of t h e t wo appropr iation• - t he one for ?itle II and t he o t her 

tor Railroad Retire.men ~ - would t hen 0q1.;al th e totnl taxeo collected 

under ?1tle VIII and the Carr 1nr !ax Ac t, lees adminlotr~tlve e~p,ct
eo. 

Thl a procedure would Qee t the opeci!icet1ona laid dovn by the Soc1ol 

Security Board, 

The t.&xeG under thf' p r esen t Co..rrler ':axint; AC-t. be~ ~n ~~rch 1, 

1936, al t bou8h o of couro<' , o ecauoe :>! tl:e i"Junction, t 1.e c.o"!iou.nt of 

ta xoe collected thereunder hllo been net~li cible. Bo~l: w.r t les to the 

ne~tlatione bove agreed that , if poaaibl e , t he UlXeo ~~er t h e new 

arran&ement should bet,'in on Jar.U£ry 1 , 1937; t he labor orgtt..'1hationo 

•~re reluc\ant to agee e 1 :.h f' r to th.~ J a nu.'lr;; 1 , 19:;7 l!.nte ~r to t!le 

atep r ate arra.nge;aent . But t hey ~·elt ! h."lt t~e : :.at l:,or t.a.~t. c:.naidcra ­

tlon wae t he ac.hievecent of a plNl wdch would not oe fUrther tied up 

In tho eourto. At tbe fi.nal aeeti llc)t It wo• d efir.1tely lnd.icatec! ~bat 

ther e would b e n o aqe .. e&it and that the Utle;ation •-oul~ l>e p r e .. ec! 

unleu the l ower ta.tee wer e ndopted . It wa a undero~ooci ti'.A t the CoYer n­

men t bad not coneen t ed ' o t 1e nrr anc:e=ont, out failure to eoneeM woul c!. , 

o r couroe, abropte t h e age~t ru~d , tor an inde finite period, put 

the Cover DIMnt back into tbe pooitlon ot ~out annui t ieo eith no 

revenue. 

In~ calculation• on the a boYe baola , the coete are i n reaoect 

ot a eyet .. be ginnin& on January 1 , 1937, with allowance tor p&1m8Dtt 

lllllde or d...,. tor 1930. ~~1 ada.tniltr&Uve expe:oau t o J'ebi"'>Ar7 28 , 

c,.... \he date or be~DC operation• were $1 , :;()(), 000 and. annuity pay­

menu made t o the - dde were $1, 600 ,000. h ;;1111nta ara now b eiq 

""d• t o 3 ,600 1n41v14~• an4a wtal or 9 ,250 ~<~plO)'Ou b&ve .. ,.un..: 

the Board. o ! retir- t. ~~aq ot theee n re retired during J»Zt ot 

1936 aDd wha M\U-\e are ...U tb&7 will rece!Ye annuitlea there­

for, we eett.a\e U.\ u. w\&1 ~u for a~tlee ill 1936 wbtll 

tlD&l MU~\& are ..a., aDd tor edw1•h-Uft expeDMI, will DOt 
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ucee<l $7 ,500 ,000 . All accOW>t hae been \aloeo ot Ulat -• 1a cal• 
c~lB\1n~ cotta. If ~xea we r e collected back to March 1 at \be ~ 
p<rceM rate , tho coet fl;:uree whi ch are i oclwled herein c01&14 'H 
re6uced by Abou\ 0.17 percent of Jli!V'roll tince the receipt ot e'IIOb 
,.ovenue hu not been contemplated. 
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March 3, 1~37 

KU,Jr . t elephoned to Senator Nye and tol d h1m he would 
give Bates a t hirty- day appoi ntment. 

) 
I 
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tlr. Ia\ .. _, \o wo:a'k lJl U. Dle'ou'elaC Offloe 

UUe .o!"'liAC• Mrs :&'1186 iii a Joi bit :cal 1 nm 

tt!-i~-
1 

2 •• aau:; ····"'· 
o. Callalr&T 
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IIEETIN~ WITR EXECUTIVE COMlliT'l'D or 
FtDERAL RESERVE OPEl! IIWUtE'f COillnTTEE 

March~. 19~7. 
11:00 • .•. 

Present: 

H.M.Jr: 

Burgess: 

H. l.t. Jr: 

Burgess: 

H.K.Jr : 

Burgees : 

H.U.Jr: 

Burgee a: 

H. Jl .Jr: 

Burgeu : 

S. U.Jr: 

H. li.Jr: 

Mr. Lochhead 
»r. Harris 
)lr. Haas 
Mr . Bell 
Mr. Harrison 
llr. Burgess 
wr : Ooidenweiser 
Mr . Chester Davis 
Mr. BzyiiiCZak 
Mr. P1Ser 
Mr. Sinclair 
llr. Eccles 

Burgess, was the statement in t he paper correct 
t hat the deal ers got quite a lot ot our bllle 
Monda)'? 

They got seventeen million ot the longer bills 
against our maturity of about sixteen. They got 
about twelve million ot t he ehorter billa. Didn't 
get eo many. 

Have they sold them all? 

They have sold all the longer ones, and they won ' t 
have any trouble with t he ehort onee. 

Well , i sn' t that rather unueual - tor dealers t o buy 
billa? 

Oh I No . They regularly t ake some. 

Do they? 

Yes, they always bid. 

How much did t h e System have? 

We had si.xteen million maturity which we replaced 
with the longer onee. 

Yee. 

(Mr. Ecclee coaee 1n . ) 

What ie the tone ot the Oovern .. nt bond aarltet? 
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Burgess: 

H.U.Jr: 

Burgess: 

H.U.Jr: 

Burgees: 

E~oles : 

H. W.Jr: 

Burgees: 

H.Y.Jr: 

Burgees: 

Harrison: 

3urgeee: 

~ .W.Jr: 

3urgeee: 

H.» .Jr: 

Burgees: 
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Well, it ie extremel7 quiet - ver.r little trading -
and it hae been a little soft. I think that is 
partl7 the new illue, the expectation of the announce­

ment of the new issue, and the fact that theJ are 
talking about it and discussing it . I think it ie 
partl7 a general expectation that over a oeriod 
money rates will be a little firmer . So it ie a 
little soft, particularl7 the notes. The bonds 
have been a little soft the laet few days. 

Have they at a l l been disturbed by a thing l ike the 
Wagner Housing 8i~l? Hae it disturbed them at all? 

Never heard i t mentioned. 

Railroad retirement? 

Nol~! 

Haven't got that analysis of the Wagner 8111 . 

Well, the Wall Street Journal toda7 carried it . I 

don ' t know where they got 1t, but they got it all 
right. 

No, the market 1e counting on you to retire at 
least a billion and a ~f ot the Federal debt 
during the coming year. 

Well, they better not be too sure. How much? 

A billion and a halt. That's about right, ien' t it? 

I wae wondering why you (H.U.Jr.) let that go past. 

And what about the retirement? 

Well, after what they did to Treasury yesterday, I 
don't know how you (Bell) feel, but I reel as if I 
had been dragged through a keyhole . 

Well Burgees I haven ' t talked to anybody this week ~ 

I am relying entirely on you. What does it look like? 

What is best? 

It looks like putting out eome more of the 2t'e 49-&3 

at a premium which ought to be determined the last day. 

Saturday? 

Yea. Now they are quoted at 101 10- 11 . They have 
been a little bit weak. The7 have gone ott troa lOll 

which theJ were a few da7B ago. But on that baeie JOU 

could - if JOU were doing it tod&J, you could eell 
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eccles: 

Burgess: 

Ecolss: 

Bur gees: 

!I.II .Jr : 

Surgeee: 

Eccles: 

Bur gees : 

H. I.I .Jr: 

Burgees: 

!I.» .Jr: 

Burgees: 

Eccles : 

Burgess: 

Sell: 

Burgees: 

Ecole a: 

- 3-

them at a half point premiua, or you could do 
equiYalent - giYing them interest until April 
if you wanted to . • 

the 
lljtb 

Well, halt a point premium would- let ' s eee, that 
would give them a profit on these bonds. 

Well the interest • • • • • 

About 25/32nde wouldn't it? 

264 

Well, you would have to deduct from that the 8/32nde 
interest from Karch 15th to April 15th, a quarter of 
a point interest. 

We've got it here if you want to eee it. 

I mean last night 8/32nde - it he otters them at 
24/32nde with the extra month's intereet, why there 
ie three quarters of a point. Without the extra 
month's interest there ie just 16/32nde. 

What are the rlghte selling tor? 

101 bld prlce. 
as high as 101 
week at 101 5 

That is awful low . The rates are up 
5 and 6 . We sold quite a number last 

and 6. 

6ort of pleased w1 th yourself' I Maybe that's why t hey 
are do'trll. 

No, we stopped selling ae soon as they started golng 
down. 

How much have you got lett? 

Thirty-five million. We have been anticipating it so 
we have a distribution of our replacement rather than 
taking it all at once. 

We have over fifty million ot t hose 2* 'e don' t we? 

Nearly titty million - torty- eix or-seven, I have 
forgotten the exact figure . 

How much notes you got lett, you eay? 

About th1rty-tiYe million . 

We can exchange them though now. We had Just decided 
not to . We are not prchibi ted trca exchanging • 
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H.li.Jr: 

&celeB I 

Burgees : 

!! .W.Jr: 

Burgees: 

Eccl e s : 

3ell: 

&coles : 

H. JJ .Jr: 

Eccles: 

St )'IICt alt : 

Burgess: 

H. lt.Jr : 

Harrison: 

H. !A .Jr : 

Eccles : 

Burgeae: 

ll .W.Jr: 

-. -
Wba t do you aean, Marriner? 

Bee, we have been selling and buying. How we have 
exchange direct w1 th the Treasurr . 
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8inoe the Banking Act of 1936. We finally got the 
opinion that we can do it. 8ome question about it . 

We deci ded that that close aesooiation would not be 
illegal . 

Or contaminating ! 

No. 

Bo we won't have to sell any acre. 

All right with me. 

Are we supposed to know about that? 

You can forget it if you want to . 

Have you got a legal opinion from John w. Davis 
on that? 

Well, somebody better than Davis . Well, we got it 
from Logan in New York and also Wyatt and Dreibelbis. 
We got the opinion of the Counsel of the Board and 
t he opini on of the Counsel or the Hew York Federal 
Reserve Bank, eo . . . • . . .. 

That makes it good. 

Otherwise George Harrison wlll go to Jail. 

Well , it really doesn ' t concern us, does it? 

It m.ight interest you. 

Well, its a purely academic matter. 

Wouldn ' t it be a good thing, at whatever price these 
are offered, that the holders of these notes wouldn't 
necessarily get any speculative profit as a result of 
it? If you want to dlsoo\ftt these rights a little in 
the future . . . . . . . . 

Tbey are goi ng to make 1 t Just as close as we oan 
get by 111 th in order to make the rights a little leiS 
valuable. 

'!'he conversion? 
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Burgess : 

H.JI.Jr: 

l!arris: 

Bell : 

H.II .Jr: 

Burgess : 

H.li .Jr: 

Burgess: 

H.U.Jr: 

llurgess : 

H. II.Jr. 

Burgess: 

H.li.Jr: 

Burgess : 

H. M.Jr: 

Bur gess: 

H.J4 .Jr: 
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Yes, I think you want it tairly oloee. 

No, I don ' t; tor once, I am Just going to add about a 
quarter ot a point to this one because, in thie r oom, 
t h is may be one ot their week- ends. So I ma7 Juet 
make th1e a little extra sweet. I am Yery nervoue 
about this week-end. That is yery contidential. 
But it may be one ot these week-ends and a quarter 
ot a point - 1t you figure - somebody take a pencil -
at tive hundred million dollars tor seventeen years 
how much 1s i t ? What 1s i t , a quarter ot a point? 

One million, two hundred fifty thousand on tive 
hundred a1~lion. 

It 1s on~y tor once; 1t isn' t tor seventeen years . 
Only be tor one time . 

Only tor one year? 

Yes, it 1s only once, that's all . 

That's right. It 1s only one year. Figure tor one 
year. What would it be tor one year? 

That ' s a million and a quarter dollars, that ' s all . 

Well I may want to. 

You can gamble with that . 

Well, insurance. I mean I'll know Saturday, I ' ll 
know more, but the way I feel r1ght now I may Just 
want to add a qua.rter of a point. What? 

That's all r i ght. I don't know your situation. 

Wel~ I don't want to tal k about it but you will have 
to take my word tor 1t. I •ean I ' ve got to play 
hunches ar ound here, and I may be wrong, but it a 
five hundred •1llion dollar conversion didn ' t go, 
then a m1ll1on and a quarter would look terribly cheap. 

Of course t h is is very much easier than your uau~ 
operations because the holders of the notes have al­
most got to convert in order t o realize any profit at 
all. 

But I -an we 've done this before. I •san this is -
I th1nk I did that once before. We sweetened 1t a 
little when I was neryous. 

We have done it usually. 

What? We us~ly • • • • . • 
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Burgees: We usually . . . 
!Ll.! ·Jr: No. 

Burgeee: 

H.I! .Jr: 

£coles: 

H .~.Jr: 

Eccles: 

H .II.Jr: 

Eccles: 

H. ll.Jr: 

£ool ee: 

H.lt .Jr: 

• • • . • • • han lllllde it pretty eweet. 

But Marriner, I don ' t wa.nt to - it ien't worth the 
risk. 

It you are going out tor new money I can't imagine 
much ot a riek with the B118U amount, and it ie 
only a conversion. !he only thougbt I was think­
ing ot was the speculation in theee rights right 
along. 

That is something else, isn't it? 

Except that t he sweeter th1e is, the greater the 
speculation in the future . I mean t hey hav~ in the 
past always been given pretty good prem1u.as. It'e 
been pretty eweet and i t'e 111ade the rights on these 
notes pretty valuable . There' • been a great deal 
ot speculation in them. It they took a loee onoe on 
them or they didn ' t get any profit as a result ot 
buying them, which they have been getting, a lot ot 
them1 

why, they might discontinue the speculation. 
That s the only thol{';ht I had in mind. 

I know, but we got a lot ot eatietied customere, 
and the tact that they have made - the reason that 
they are satisfied ie that they have pretty con­
e1etently made money. That ' s about the only way I 
know we can keep them satisfied, and I think that 
the thing eoaebody suggested a week ago, the poeei­
b1li ty that we might announce in June that on con­
version we ' d only make 76~ allotments or something 
like that - I ' d rather do i t that way than cut the 
t hing ott too close and take the risk . I mean 
based on laet night ' s closing it we offered it at 
101 and Just out ott the 3~ i nterest, t here would 
be 8/32nde. It we added the quarter per cant tor 
one aonth, 16/32nde, or halt a point . 

It you offered them at 101 • 

At 101 and paid them double 1ntereet . It would be a 
halt ot a point profit. 

Well that wouldn ' t be much. 

The way it looks today we better otter it at lOot 
or 101. Then we could always figure 1t we are a 
l ittle nervous - if I am still a l ittle nervous on 
Saturday, I aean •• •• · • 
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Jlaas: 

H. II .Jr: 

Lochhead: 

Eccles: 

Burgess : 

Scoles: 

Burgess : 

Eccles: 

Lochhead: 

Scoles: 

!!.li .Jr: 

Eccles: 

!!.Jl.Jr: 

Eccles: 

H.li.Jr: 

Eccles: 

Harrison: 

H. W.Jr: 

Burgess: 
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It'e the other way around. You1 d o!!er them at par 
eight it you wanted to sweeten. 

Yee, but I aean the way - last night we !1gured 
that it we commenced to otter t his new bond at 101, 
it will be 16/32nde . 

But that is a quarter lese than the market ie ex­
pecting. 

Yea, that ' s all right. 

That ' s all right . 

You mean 101 premium. 

And then you'd give them in addition the 8/32nde 
interest. 

Then you got about halt a poi nt profit. 

And they are expecting three-quartere . 

268 

We11
1 

the rights are selling at aore than that . 
They d take a loss on their r ights . That's all right. 

We are figuring on giving them 16/32nds protit, a 
halt point. 

That's all right . I think you got to give them that. 

What I wae thinking was giving them a point profit -

I mean usually they get a point profit. 

No, no, I am thinking in terms ~ hal t a point pro!i~, 

then it I am still nervoue on Saturday we will give 

them three-quarter s. 

Oh lwell, that ' s all right. I agre.e wi th that. 

Then i! I am nervous we give them an extra - we make 

it th.ree-quartere. 

Well, that ' s all right; we ' re both s tarting at the 

same plaoe . 

You will know though before you have to !ix the pri ce 

whet her this is going to be one ot thoee week-ende . 

Sure, we ' ll know, Burgeee loves t o call up about 12 

o1 olock Saturday. 

I ueually work 'ti l twelve on Saturday. 

Regraded Uclassified



!I .II.Jrl 

Burgees : 

Eccles: 

!I . II.Jr: 

Burgees: 

H. !.l ,Jr: 

Burgess: 

H.U.Jr: 

Burgees : 

!l .Jl ,Jr: 

- 8 -

As a matter ot fact, you made me - you recommended 

that we cut ott a year on the maturity at five 
minutes ot twelve the last time. It was a 49-l54 

and you got nervous and made it 49- 53. 

Glad we did. 

You tAke the bonds; it seems to me t he long t erm 

bonds have held up unusually well when you consider 

it . Since we announced thi s increase in reserve re­

quirements, they have been Just about a s steady as -

much more than we had any reason to expect. 

One thing I do want to call attention to. It is the 

same thing I called attention to last week, and that 

ie that the spread between the Treasury's and the 

corporates shown on the second chart is nearly a 
quarter of a point lBrger t han it was. That is, the 

ooroorates have been weak and the new issues have 
been weak. I Just heard yesterday of a new issue 

that they had been talking about getting out at three 

and a quarter; they got to get it out a t three and 

a half now. The new issue market has been weak; a 

lot of these i ssues that have come out have gone ott 

two and three points and the marke t has been sloppy . 

And the indexes are ott a point or t wo, indexes of 
corporate bonds. So that if you think of the relation­

ship between Governments and the corporate market as 

one of the tech.nical situations, the techni cal position 

ot the Governments, it seems to me, wlth the corporate 

market - lt seems to me is less favorable than it was 

two or three months ago . 

On the other hand, the technical situation as to the 

dealers 1n their market position is very goo~ . The 

dealers are holding a very small amount of Governments . 

lfhat had you been running through your m1n4 on how we 'd 

price this? 

About the same as you. 

About the same? 

Yes, if you do it flat without paying them any inters 

par and a halt; it is worth Just the same. It is worth 

half a point . 

I mean f i guring it would be from half t o three- quarters 

ot a point profit. What? 

That1 e all right. 

Yes. 

Regraded Uclassified



Burgess : 

l{ .li .Jr: 

Burgess: 

!! .ILJr: 

Eccles : 

H. lt.Jr: 

Burgess : 

Lochhead : 

H.!J.Jr: 

Burgees : 

Haas: 

Burgess : 

H.l .Jr: 

Szymczak: 

Eccles: 

l!arrlson: 

Eccles : 
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That would gi ve them 18/:!2nds on it today a t par 
and a halt without any i nterest . 

We thought we 1 d announce tomorrow at the regular 
pr ess conference at 10: 30 what the piece or paper 
was going to be , and that gives them a couple days 
t o adJus t themselves . Without pricing it; Just say 

it i s going t o be the 49-53 at two and one-halt. 

Are you committed to that? I don 1 t know t hat it is 
any mle take • 

I told them I ' d l et them know Thursday. 

Well, what else would you 

I mean I'm not committed. Only I am committed to 
say - I told the boys I'd let them know Thursday. 

I think they will assume that you will give it to 
them at par tor par. 

I t you told them you were going to give them a l ong 

term bond, would that cover it? 

How are t hey going to interpret it? 

I am afraid that if you a nnounce tomorrow that you 
are going to give them some more or 2t 1 e at 49- 53 
they will ass ume that you a re going to otter par 
tor par exchange and then the rights would go right 

up. 

You can say the price is still to be determined . 

Then the rights would be .., rtQ. a point, you see, 
that way. You see, you haven ' t offered an exchanfe 
with a premium on i t tor a number of years; I don t 

know as you ever did. Some or your predecessors did 

sometime ago and the market • • • . · 

Well, I could Just tell them I'm sorry, but I ha ven't 

been able to make up my mind. 

(Node Yes) 

Tel l t hem you ' l l glve them a long-term bond; you could 

They would etill have t hat same assumption though un­

less he indioated that the price was to be determined. 

It you are going to say that then announce the issue 

but say t he price 1s goi ng to be determined which 
would prepare them t or the premium. That may be well . 
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a.li.Jr: 

Bur gees : 

E:celee : 

!!urges a: 

::celea: 

Burgees: 

Harrison: 

Eccles: 

Burgees: 

Harrison: 

l!urgeea: 

!i.ll.Jr: 

Bell: 

Bur gees: 

Bell: 

Bur gees: 
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Well , it Burgee& - I haven' t ~aade up lfiJf IIW!d and 
I am not goi ng to make up •1 111nd until the u.r ll:et 
oloaee Saturday . The wor st would happen -- that 
I was worried and the thing aight go down a lit tle 
bH . 

I think in some ways that would be better. Then 
you still leave yourself tree. 

That is, not announce the issue? 

Yea . 

Would you say a long-term issue or say nothing 
about H? 

I ' d be incl ined to say nothing. 

You could say bonds. 

That ' s that I meant. Give the111 a bond. Huh? 

Be no great harm in that, I think . Give t halli a 
bond in replacement; just what bond, Just what 
price, you haven't yet determined . 

That would indicate lese nervousness than if you 
announced the i ssue but said you hadn' t yet deter­
mined the price. J ust say, "I am going to give 
you a bond, but that bon~ at what pric~ I am not 
sure ot yet• . 

That will bring your note market back a little and 
I don't think it will hurt the bond market. 

.Ul right Dan, what do you think? 

Well, if you eay a bond I am just wondering what 
they'll be looking tor in the way of a premium on 
that bond. 
And they wouldn't assume it is t he same bond necessari 

But they 'll assume that at least a point premium 
will be on that bond i f they go back to our previoue 
experience. They might even assume that it would be 
8-12/32nde above one point . In which case your rights 
would go up any way. 

I think the market thinks two thingS Dan - I've 
been talking with a good many people the last two 
days . 'l'here are two gueseee. '!'hey say they doubt 
it you will do notes becauPe the note market hal 
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Eccles: 

Burgess : 

Scoles: 

Burgees: 

::coles: 

Harrls: 

Burgess: 

~oclee : 

Harrison: 

Eccles: 

Harrison: 

Bell : 

Eccles: 

Burgees: 

H.U.Jr: 

•• .c. 7 t. 
- 11-

been eo weak . The7 don't t hink that would be wise. 
The7 are 1a7ing in bonds, not t wo but three possi­
bilities. One la about a ten 7ear two and a quarter. 

The7 don ' t think that ls qui t e eo good as a longer 
bond, because t he i ntermediate market has been a 
l i ttle unsettled and that would be dropping your 
coupon. The7 say in a longer bond there are two 
poeeib111t1es . One la to put out some more or the 

2i'e 49-03, and the other 1e to put out another 
2i or a year longer maturity. And if you say you 
are going to put out a bond they will want to know 
whloh or the three it i s so they are still a 
little on the renee, which is all right. I think 
more or t h em expect some more or the 49-531 a than 
anything else because that seems a ver1 logioal 
thi ng to do, but there are a number that expect 
something different. 

Let's see, rights are selling today at about what? 

About 29/32nds. N~ 101. 

Doss t hat t ake into account the i nterest? 

The i nterest is 6/32nds ott that so tha t is three­
quarters or a point premium. 

Yea, three-quarters or a point. Walt a minute, 
what ie lt now? 11/32nds; 10 or ll/32nds? 

Eleven. 

Yes , that ' s 21/32nda premium. 

Well , there would be no use in giving more than 
21/32nda . I mean if you ga ve them three-quarters 

of a point you' d be giving them 

You'd be giving them more •.•.• · • • 

Yea, three-quarters; you'd really be givi ng them 
more than the rights are selling tor today. 

And he wouldn' t do that unless he • • • • • • • 

Not much mora. About on the line . 

And t hat would be a premium of about half a point 

wouldn1 t 1t? 

Yea , maki ng no allowance for interest; three -quarters 

i f you allowed interest. 

Also, that keeps them troa sharp-1hooting at that 2t• 
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surges a: 

H.II .Jr: 

surge as : 

Eccles: 

H.!.l .Jr : 

Harri son: 

H. I!.Jr: 

Bell : 

Haas: 

H.U.Jr: 
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Szymczak: 

Sinclair : 

H.!A.Jr: 
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H.t::.Jr: 

Golden­
weiser: 

That1 e right. 

What? 
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That ' s Just the point. 

That keeps them from sharp-shooting at t he 2i . They 
might Just drive that 2i down. Hub! 

Well , 1t gets you commi tted; whi ch 1s -- nothing to 
be gained by it. 

The 2i ' s ar e up to 101-11. I t hink that t hat would 
be the best thing; simply say it is ~oing to be a 
bond; which bond and what price hasnTt been deter­
mined and won't be until the market closes. What's 
the matter w1 th t hat? 

As long as you are committed to say something , I 
think that is the least harmful th.ing . 

Then whatever level it would seek. But I am afraid 
the 2t1 a - t hey'll Just put their rifl es on t hat . 

Couldn' t you say that al l indications now point to 
a bond? 

That looks as if you are worried a l ittle more than 
you are . 

Well, I mean to eay t hat by noon Saturday we ' ll 
know - that i e 0 o ' clock in Europe - t.lley 1re not 
going to do anything there. 

Feeling all right? (To Goldenweieer) 

Yea, thanks . I'm f i ne. 

Well , has the Federal Reserve got any contribution 
or kick or suggestion? 

No. 

Not a thing more,Mr. Secretary. 

Marriner. 

I 1 ve had r.:r sa)'. 

Dr. Ooldenweiser? 

Jo, Sir, I haven' t anything to •111· 
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H.w.Jr: 

Harr1Bon: 

}!. !oi .Jr : 

Bell: 

!!.JJ .Jr: 

Haas: 

H. lt.Jr: 

Lochhead: 

H.U.Jr: 

Harris : 

H. tt .Jr: 

Eccles: 

H .~ . Jr : 

Gol den­
weiser: 

H. lo .Jr: 

Eccl es: 

H. Jt.Jr: 

Golden­
we her: 

H. Ji .Jr: 

Nothing. 

Anybody here? 

- 1~ -

I have nothing more to ad~ Mr. Beoretary. 

Bell . 

No, Sir. 

George . 

No . 

Archie . 

Nothing. 

Harris . 

Nothing. 

Well, while we are together a minute, Marriner, 
do you want t o say anything at all about the 
general price sit uation? 

Well, there 1B quits a bit t o be said but I don 1 t -
do you want me to? 

Wel~ I Just - we are h er e and you fellows come down 
and I Jus t wondered i ! t here i s anything that your 
people say or anything that you want to say. I mean 
I am getting used to these round tables s ince I'v~ 
been up to Harvard. 

That went pretty well, don ' t you think, Mr. Secretary? 

I thought so . 

I was talking to Dr. Goldenweieer yesterday after I 
had lunch with you and he gave me something more 
specifio than the general discussion. He said there 
was quite a orowd o! Eoonomiets there, wi th Profeseore 
Rogers and Neeley, Crowders and Rie!ler, and that a 
lot of thea shot eome pret ty pointed questions at you 
and you handled thea very well, he said. 

He missed the morning session. 

Yes, but I beard an a ooount or it. 

It went pretty well. I know it was r un tor ae . 
The only thing we IIUrtered rroa there was too aany 
Professors. 'l'hey didn't give the students a ohanoe. 
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GOlden­
weiser: 

H.K.Jr: 

€ccles: 

- 14-

Especially one particular one did too much talking 
in there . 

Nq I mean is there anything that you want to say 
now, anytalng you think we ought to • •...• 

Well, I think the thing that we have got - at 

27 

least it concerns me - we haven't had a chance to 
discuss it over in the Board because moat ot them -
halt ot our members have been away. And, ot course, 
this matter ot increa.eing reserve requirements and 
other action - we have Just got through with 1t, but 
the situation at the present time with reference to 
these rapid increases in prices that we are getting, 
wh ich I term a price inflation as dietingulehed trom 
a moneta.ry irtrlatlon - I mean it is an increase in 
prices not caused primarily as a result ot a monetary 
situation but due to an unusual demand tor certain 
raw materials and a shortage in productive capacity 
unable to ~eet the extreme demand, either due to lack 
ot f ac tory capacity or a laok ot supply ot skilled 
labor. 

Now I have in mind t hree or tour things . There i s 
steel, the most out standing; copper; lumber. All 
ot t hose three items have been withdrawn trom the 
market as to quoting tuture prices. They will t ake 
no orders tor future deliveries. They are operating 
to capacity. We hear ot steel at 85~. Well it 
really - 85~ is 100~ . The 16~ that iBn' t included 
i e a lot ot old capacity that Just isn't ready and 
oouldn1 t be operated anyway . 

I was telling the Secretary yester day that I was up 
to the Homestead Mill a couple ot weeks ago and spent 
halt a day with the United States Steel people going 
al l through that' mill, and they were operating twenty­
t our hours a day, and they said that the whole steel 
industry was operating on that basis. Now t hey had 
some capacity there tha t hadn't operated tor twenty 
or thirty years; that was one ot t he old Carnegie 
M1lls that was built in 1883. 

Now you take in the lumber situation, and it is - we 
have practically a capacity operation, and they have 
withdrawn from the market. Prices advanced $2.00 a 
thousand here Just two weeks ago. 

And I was talking to Mr. Hunt, the head ot the 
Aluminum Company. Re says that they are operating 
twenty- four houre a day, to absolute capacity, at 
the preeent tlae. 
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Now that a1tuat1on is due t o torward buyi ng, 
anticipation ot etr1kee, bur1ng 1n a nticipation 
ot f urther rises. The very tact that t hey have 
withdrawn prices only stimulates greater demand. 
It i a goi ng to throw our whole econo=7 out ot bal­
ance l t lt continues . 

Agr1oul ture - you Will tlnd tha t their tart!l imple­
ments are gettins increasingly expensive, t hat 
their mats rlale that they have to buy tor their 
bui ldi ngs and their tenoi ng, and steel and lumber 
products, copper products, eto., are rapidly in­
creasing. 

It will, ot course, ·tend to cause a f urt her acute 
shortage ot hous1.ng or a building - construction ot 
housing a t prices that are altogether ~oo costly. 
We've got a shortage ot skilled help in the build­
i ng trades in a great many part s ot this country. 

Now that type ot an i nflation cannot or should not 
be controlled by restricting crsdit, as long as you 
have got a lot ot unemployed people . To restrict 
credit, i n time, ot course, would break these prices, 
because i t '110 uld reduce the demand to a poi nt where 
the sxisting capacity could take care of the demand. 
It seems to me the way t o stop a prloe inflation euch 
as ia developing now, of course, is to increase 
production and thus absorb idle men. Now, you can't 
increase production r api dly when it 1s a question 
ot requiring an addi t ion to plant taoilitles. Where 
lt 18 a question or shortage or skilled labor, you 
can either work more than forty hours a weak those 
t hat you have , c ertainly not reduce skilled labor from 
forty- eight to forty-tour, or torty- tour to forty, 
and thus reduce the shortage ot skilled help until you 
can meat the situation by training the unskilled help 

and the semi-skilled help . 

It seems to me that the most effective way to do thla 
would be possibly t o dr op the tariff on certain items. 
Lumber has a $3.00 t ariff; Canadian lumber can come 
ln. Copper has a ._cent tax. I don 't know Just What 
t he tariff ia on ateel;but it would be an excellent 
time to - maybe we could get some of t hat Chilean 
copper; I don't know whether they've got a aurplue or 
whether the European demand tor war purposes is such 
that we couldn't divert any this way. I don't know 
enough about t his e1tuat1on, but anyway, it it were 
poea1ble to taka some foreign goode and tend to hold 
down these prices at this time, givi ng them dollar 
exchange t o bUf eome ot our cotton or to apply against 

t heir debte, instead or for eign capital comi ng 1n 
we' d be tar better ott and help balance our alt us 
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Ot course, the lead on aos t ot these pri~ee was 
abroad rather t han here - copper, tin, lead, all 
those things . In other words, you've got the 
market higher over there than over here. 

I knew that was true ot oopper. 

27 

That would saturate our demand over here, wouldn 1 t it? 

Well , you cou~d - the threat of reduced tariff on this 
would, I am pretty sure, help the lumber situation. 

Copper Bituatlon - i t is a world cartel which they 've 
got pretty well controlled . It ls, I think, a situa­
tion peculiar to itsel f. I know a little bit about 
it. 

But you are more apt to get full production it you 
reduce your t ariff on oopper so they can send it ln. 

I am. not so sure on copper that they are anxious to 
hold t hese prices. I t seems to me what a lot ot 
these fellows are sayinf - ·~ell, we operated tor 
years here, took a loss - and they are t rying t o 
make it f ast. Well, of course, in the effort to 
do that they are going to expand the steel productive 
facilities, they will build new lumber mills, open new 
copper mines. In t act, Phelps-Dodge now are working 
one in Arizona. I talked to Luoae last week, who is 
t he President of Phelps-Dodge, and they are opening 
one down in Arizona at t he pres ent time. 

Reopening or a new one? 

Opening a new one, developing a new one . You develop 
our tao111t1es tor production to meet what would be a 
normal requirement, plus an effort to make up a huge 
bac~og ~eoause ot a depression condition, and then 
after a period of t1me you have made up thle baoklong, 
you have got caught up on the thing, and you have 
productive facilities all out ot relationship to what 
the current requirement is, and, ot course, your slump 
is accentuated then. 

Particularly undesirable to develop a capaolty to 
meet armament demands. 

Yes. Well it~, I think, a pretty serious si t uation 
and 1t8 a type of inflation that we can 't control by 
a restrictive credit policy. 

You can accentuate it, particularly 1n the construc­
tion f i eld . 
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Yea . 

Well, I Just wanted to hear. 

Wall now you're going baok ton1ght , are yo~Burgeae? 

Goi ng this afternoon. At your diaposa.l . 

George, Where are you golng to be this week- end? 

Anywhere you say. 

Anywhere near a telephone? 

Oh I yes, I expect to be in New York . 

Oh I you will be? 

Yea, unless you want me here. 

No, no, I Jus t wanted to know if you were going 
back to South Carolina. 

No - unf ortunately. 

Having got the biggest turkey • • • • 

. . . . . . • yes, there are none left, 

Well , all rlght . I have nothing else, have you? 

I think what the Chairman eaye cannot be over­
emphasized because if we hope to attack the remain­
ing unemployment problem, our beet field is in the 
building field and the price rises t hat are going on 
now are goin.g to h1 t the buildi ng industry harder 
than anything else . If there ie some way by which 
we oan keep t he prices of t hose raw material& that 
go into building down, why, of course, it is to the 
benefit or our whole general economy right now. 
Tariff would be one way, I t hink; might not be wholly 
effective in every line, but it would be effective in 
some lines . 
It i s important too that wagea and hours - these 
industries at the preaent time don't hesitate to in­
crease wages because they increase prices twioe aa 
much aa they increase wages, and they uee the wage 
increase ae an excuse tor a far greater price 
increase. 
There is no doubt though, Mr. Chairlltln, that aoae 
or the demand tor raw aaterials ia due to building 
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up or inventories, anticipating higher prioes either 

through strikes or increased wages. 

That's right. 

Those two things and . . . . . . 
And reduced hours. 

•.• . ...• and reduced hours . Now I 've been 

talki ng to some or the banks in New York and I 
f1nd that a large part or the .increase in the1r so­

called commercial loans a~e to finance the bui lding 
up or inventories, frankly. Now while we oouldn ' t 

attack it b.y any general program or credit pol1c.y, 

it may well be that in some fields we could d1s­
courage bankers t~m financing the building up ot .in­

ventories. You couldn't do it un1tormly and it would 

be unfair to certain banks to get them to cooperate 

by not advancing funds to build up inventories, when 

other banks would be glad to take on the business. 

I t hink the thing that would possibly be the mos t 

etteotive - I th1nk worth oonsidering - ie that the 

Board may make a st atement 1n ita Bull etin wi th 
~ererence to this whole situation: a publio unde~­

standing or the p~blem with reterenoe to th1s price 

inflation and the question or the effect ot ~educing 

hours in skilled fields, and adding to the further 

increasing prices, the question or speculative buying 

to accumulate inventories; and eometh.ing critical 

should be said about these business concerns whioh 
withdraw from the marke t - now t hat is Just another 

way or getting prices up f a r ther; the very tact that 

they withdraw prices, you see. 

It ' s pretty hard to get around it though, because a 

business concern that is building an inventory now 
is probably pretty smart. They are going to make 

money out or it. We would, it we were doing i~ 

probably. 

I don't think that a general ·sermon along t hat llne 

would be convincing or have any good etteot. 

When you take the textile industry; it is already 

well tilled up, as beet I can analyze it. 

Well, thanks, gentlemen tor coming . 
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llli.r ch 3 , 1937 

1:.! noon 

HY. Jr: I got what the President culls one of his 
brulns torms. Yesterday afternoon we got a message from 
C~berluin, photostat copy of which I sent to ~r. Hull, 
i u ~nich he says thAt the Yrench cannot last more than 
tniS ?;eek . Cru..mberl<>in does not know uny more than I do. 
~e s~ys u week and ~ochr~n s~ys two weeks. Knowing how 
tnose things hang on, let's say that they lust until the 
eud of lh.rc h. 

I hute to sit here und not do unything. ~f you 
buve not read nuger i n the New York 'l:i.mes tod~>Y, oo so. 
The fr.c t rem ... ins that if the t 'rench should cou .. pse, it 
certainly is going to bring things to a heud in Europe. 
I um very, very pessimistic . 

I have been wracking my bruin a s to whut we c, . .c, 

d.l . 

I t hink thbt we cbn greatlY strengthen the Tri­
.>r.rtite ngreement if we invited liussiu to join us. They 
ore the second biggest producer of gold bnd they have a 
&l'Cut deal of gold . hussb hus everything to gGi n and 
,no t hing to lose. Com,)lete collapse of France me..ns 
t~t they might expect an a ttack on either their eastern 
or western front . 

~: The situation is us ocute in Germany r.s 
it is France from an economic point of view. Because 
of thei r powers of control it cunnot have t he same con-
sequences. 

5M .Jr: It iS like a fight between two drunken 
men -- which one will die of exhaustion first. I um 
Jus t passing this on to you to think about. It really 
hi.s not crystallized itself i n my mind us yet. 
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E!l!: Chamberla in put down at t he end o! the 
message to you, which you received yesterday, that t his 
ottuation requires internal action by France. I do not 
t hink bringing Rueeia i nto this would help the internal 
s ituation or Fr~nce. I t hink t hat they would have to 
a~ain devalue the franc. That g ives them enough money 
to ceet their b ill& because that i s the pr oblem. · Then 
i! they could cr eate a sit uation !rom which they can 
borrow !rom their own people and uae th~>t borrowing to 
lay a more permanent foundation, they can without too 
runda~ental a change creat e a situati on where they can 
borrow !rom their own people . They might have to bring 
about n change in the Bank o! France and also 1n the 
~,b.net . I hope that all or tha t can be achieved with­
out politica l disorder in France; t hat Blum woul d be 
able to work 1t out. Perhaps somewhere along the line 
tne British and American Governments could help . 

Hl.I ,Jr: Pules t on told me , about a month aso, and that 
ia \There I got the idea , t hat when you atop t o consider, 
Ruaa1a and we have the same common enemi es. 

I j ust want to give 
has a great deal of gold. 
platinum. 

t hi s to you as a thought . Ruae1a 
They htwe a great deal of 

Fe1s: rroc purely a !1nancial st andpoi nt, I t hink 
~n eaa-o? doing t he Job , i t mi ght cake the French situa-

tion worse. 
Hll ,Jr : I have not tal.k.ed to the President about 

t hlB . It has not even crystall1z.ed 1n ay otnd. I want 
you all t o thlnk about it. I do no t know whether th l s 
t hing ls any good , but I am Just looki ng t or an i dea. 

Fe1& : There may be an oppcrtunity tor the Preeident 
tJ sny~ething dealing with the pol itical aspects -- tor 
the President to say aometh1ne t hat would help Blum. 

ijU.Jr: I cannot see what the President can say to 

help France . 
Fe t e · The crisis Democrati c Governments have to go 

throUgh----· how much social t mproveoent and retorm can be 

brought . 

28~ 
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HM~Jr : I was thinking this afternoon , all I can 
say 1n t la room, leaving out the monetary t hing, the 
thing that is hurting France is the political thing. 
They k.now where Roosevelt stands. But 1t Russ i a comes 
al ong and snye , ' We are going to Join this thing because 
we ar e not gotng to l et anybody wipe France ott t he map . 
We have a lot of b usiness relatione with France and we 
have a gr eat deal of gold. ' -- t he very thing you wanted 
Roosevelt t o say -- I t hink the Russians should say. 

Fete : There are two possi ble ways that France, 
over a ?eriod ot time, can become caster of its circum-
etances : 

l. Decided cove toward State control. 

2. A very limited !DOVe t oward reassur­
ing private capital. 

\Tho ever 1s in power 1n France is go _ng to have to 
ma~e th~t choice . I would say t hat to make your one 
mo ve now -- the associat ion of Russia -- would not helP 
th~ s ituation i n France. 

HU.Jr : Before t he Russians could come into t he 
Tri~ar£ite Agreement she would. have to subscribe to our 
met hode of dea ling. 

Fet e: It would almost force Blum to t eke tbe opposite 
route.~he op?ortunity ot build ing both the unity and t he 
confidence wh ich cay enable Blum to carry through can be 
much hel ped by the President and Ch&Cberla1n. 

HU,Jr: Tne President will get t hat the minute Bull1tt 
arrives . That ts the onlY ap~eal t ha t Bullttt has. 

~: I t hink this steel settlement 1s going to boast 
t ho ?reiiOent 's pos ition throughout the world. 

At t his point, Dr . re te left and Uaglll came in to 
diseuse some matters with HU,Jr. About ten minutes later 
Fete r eturned and said, •What about Jopnn? could she not 
serve 1n place of the country you t~lked about at the meeting? 
r~, ·r. then replied, •wny not ItalY?" It was agreed that 
further thought would be given the ~1ous suggestions. 
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GROUP m.ETING March 4, 1937 
9 : 30 A.ll . 

Present: 

Guston: 

!! . !i . J r : 

llagi ll : 

!l. V. J r: 

llogill: 

G:.ston: 

:.!ag111 : 

I! . A.Jr : 

llr . Magill 
hlr . Gaston 
Mr . Taylor 
Miss Roche 
Mr . Lochhead 
Miss Chauncey 
:.lr . Oliphant 

I nave a telegram from Cy Opham yesterday saying his 
mother was to be operated on today . 

11here 1 s Heroan Oliphant? 

(Oliphant comes in) 

llr . Sabato sends a letter which arrived here at 
4 : 30 and he wants an answer by eleven (h~ds letter 
to Oliphant) . I 1d like for him to junp 1n the 
Potomac . 

Also at 4 : 30 yesterday afternoon, we r eceived this 
materiel from Mr . Latimer. I gave one copy to Mr . 
Bell for study in his office . We have two . I 
presume the other one had bet ter go to Mr. Haas and 
Mr. Reagh . Most of the stuff is a - well, we could 
call it either background or apology, I should say -
ten pages history and ten more pages of figures . 

,'/ell, did the telegram every go? 

He was to call me back . He didn't call me the day 
before yesterday, so I called him up yesterday and 
asked him about it. Be said he'd call me back. 
Never has called me back. 

Mcintyre said over the telephone that he thought 
they might handle it by telephone - that the White 
Bouse might handle it by telephone to the railroad 
people . 

La timer said that he knew that llr . Mcintyre had 
called Mr . Pelley and Ur . Harrison, but he didn't 
know what he bad said to them or anything about it . 

(On phone) Get Mr. Latimer, Railroad Retirement 
Board, please. 

Yesterday afternoon I happened to hear Steve Early 
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say he ' d played golf with IJr. Pelley . 1Aa,ybe it 
was all settled. 

He does practically every afternoon. 

208 

Does he? VI ell, it 1 s pretty important as far as the 
Trea sury is concerned - 140 million doll ars . 

The other thing that I have in mind is a long dis­
tance business . Who could we get that could make 
a study of the various forms wn1ch are used 1n 
Internal Revenue, particularly these income ta~ 
forms , who would have some i deas? 

llo.1 wai ~ a minute, along wnc. t line? How to pay or 
not to pay income tax? 

llei t her one . 

They give you a book up in New York, published by 
Simon & Schuster, on that . 

Don't buy it . 'Itwon1 t do you any good . 

No, to get tha t ma t erial organized in some sort 
of f orm so that the man making out the return can 
understand what he i s doing, and then also that the 
instructions be put in some sort of form that they 
can be understood . That form ••. 

I'o a little low, Roswell, t his morning; I mean 
.don't expect any ... What would you suggest? 

lYell , it looks to me like one of those things could 
be passed to Geor 6e Haas, but ••• 

Well, why George? 

Thanks . 

I ' d like to make a suggestion . 

1'/ell, it's partly - the r eason, if I may answer -the 
reason to pass it to George is that a lot of the 
complexity of t hat return is chargeable to his pre­
decessor ; I don ' t think it' s chargeable to him. But 
every time somebody on that staff bad a bright idea, 
twelve new questions went on the income tax return. 
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Well, if i t ' s partly legal and partly statistical , 
I would suggest that we have a committee and tbat 
they be detached to work on that exclusively, if 
it is that important; and I would say that Yr . 
Oliphant ~ut a man on it , Yr. Haas put a man on it, 
that you tMagill) get somebody, hire somebody if 
necessary , especially, and ask Ur . Helvering to 
put a representa t i ve on it . 

I would like to s ee somebody on it - Just a s a 
chance shot - the kind of person who would work 
for t he International Business Machines Company, 
somebody who knows about forms as forms. 

(On phone) Bello, how are you? (To Yr. Latimer; 
record of conversbtion follows:) 

• 
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H. !.! . Jr : 

Latimer : 

R. :.! . Jr : 

L: 

:I ••• • Jr : 

L: 

·I. ·• . Jr: 

L: 

H.:.! . Jr: 

L: 

H. :.S . Jr: 

L: 

d. A. Jr : 

How are you? 

All right, thank you. 

!h .. rch 4 , 1937 . 
9 : 37 a .m. 

29l 

Yr . Latimer, what, l f anything, has been done about 
lijtting your r ailroad peo~le and the r a ilroad unions 
know about the government s position in r egar d to 
this Social Security tax? 

•'/ell I - night before last, a fter I left you, I carried 
over to Yr . Mcintyre e draft of a telegram whicn had 
been agreed upon and he sai d he woulo handle it and I 
better - I tried all dey yesterday to f i nd out preci sely 
whnt he d i d and just five minutes ago I tried to get hita 
this morning t o find out end I ' m not (coughs) - haven't 
been able t o fino out yet ~nether he di d any t hing or 
not . 

Vlell , I think it ' s terribly important. 

I had - I under s t ood that Mr . Gas t on had called over 
there but hadn ' t f ound out very much. Mr . - I t alked 
to Magi ll . He was under t he i mpress i on that some 
telegr ams were going out but I s till haven't been 
able to f i nd out whether they ectually went out or 
not . 

Well I mean why s hould they go from the White House? 

1/ell , it was decided tha t the - Ur . Gaston said thet. 
tney should nave Vlhi te House clearance and v:e should 
t ake what t hey wanted to do. ~r . Mcint yre thought 
they shouldn't go from anywher e else so I left it i n 
his hands . 

v.ell . 

Now 1f the t snould be reconsider ed why .• • . 

No I think they should go . I - I - I t hink i t. leaves 
us in a very embarrassing position . 

Well they may have gone but I haven ' t been able t o 
find out ye t •••• 

Ah- ha . 
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••••• as to whether they are . As I say, 1'11 supposed 
to get hold of Mr . Mcintyre ~n 15 minut es . That 's 
the last word that I had . 

Thank you. 

And I was going to cell back immedi ately I found out . 

·rnenk you. 

All right, sir . 

Goodbye . 
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(To Operator ) Will you tell ~cintyre • s office tha t 
I •d like to talk t o him b efor e he sees the Presi den t . 
I consider it very important . hnd I ' ll take it on 
this wir e . 

All right . 

Did he say it was left in my hands? 

No, be said over a t the White House . 

Yes . 

Let me jus t read you two things. United Press: "In 
Par is government bonds opened two points higher today 
on the basis of s toc~ market reports that Secretary 
or TTeasury Henry Uorgenthau, Junior, nau assured 
Georges Bonnet, new Fr ench ambnssaaor to Wr.sh.ington, 
that the Un.ited St ates was willing to nelp Fr ance 
out of its present f inancial difficulties . Other 
issues followed the bonds upward . The Washington 
correspondent of the Petit Parisien cabled that 
Mor gentha u gave Bonnet unequivocal assurance of 
support •11 

Luckily, I had Mrs . Klotz her e and Dr . Livesey , 
ana we wrote up toe minutes of what happened , of 
wha t I said to Bonnet . Then Livesey c~e back 
yester day morning and he ana :.Irs . Klotz wrote up 
together the minutes . I mean l wanted to make 
absolutely sure - I mean because his French «as -
his ~nglisb was so broken that anythi ng t hat he 
dl.r.ln1l get 1,. Livesey, who speaks Fr ench , could sup­
plement~ what t hey might or might not have said . 
So I ' ve got a ~itten document . 

What did the other one say? 

Well , or course , what I said was just about as 
different as tha t the moon is shining no1v . 

The other one said: "There were rumors of impending 
a ction t o permit the fronc to sli p to the minimum 
rate under the tri-power accord, 43 mil ligrams or 
gold, compar ed with t he present 47 milligrams . Thi s 
would put the dollar above 23 francs . The Cabinet 
i s s cheduled t o meet at 10 h .W. t omor row, two hours 
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before the opening of the Bourse. Financial 
Minister Vincent Auriol, who was ill and unable 
to a ttend the last meeting, Nill be pr esent . 
Many observers felt thot important financial 
decisions will be mode at tomorrow' s meeting . " 

They at•e getting the Gorman llobit of doing 
week-ends, aren' t they? 

Incidentally, stick this in your vest pocket (to 
Taylor) - nobody see it.. And our friend is 
coming back at 4 : JJ tonight , You' ll understand 
after you•ve read it. But ~on•t leave it out of 
your own pocket, will you please? 

I 've read this - had it dictated over the phone 
to Cordell and wnen he gets down to his office 
I'm just goi ng to throw - I ' m going to throw Mr . 
Bonnet do•nn Just about os tlot as I can. &ut I 
would suggest, Herbert, thot you may go out and 
suggest that the correspondent of the Petit 
Parisien be here a t lO : JO . 

Uh-huh. 

Why don • t you just do that now, will you? That 
he be here at lJ:JO . tiee? 

Yes . 

Also Havas . I mean I can' t - I even thougnt I 
mignt have Bonnet here. 

~ay be a better correspondent than that of the 
Petit Parisien. 

Whut would you think of having Bonnet here? 

No, you o an •t . 

Well , I ' m just going to s ay that the Petit Parisien -
I ' m going to say the correspondent of th~ Petit 
Pat•isien is nuts . 

That ' s good French . 

Nhat? 
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Tnat • s good French. 

I guess the French of nuts would be "noits" - give 
it the French pr onunci ation. I can bite nails or 
Bonnet thls morning - eit hor one . 

Roswell? 

That' s all. 

'.'/ell, I ' m trying to get this fellow. 

There is a committee 1n the a~erican Economic 
hssociation - joint committee of the American 
Economic Associ ation and the American Statistical 
Association, on these forms that Ros is talking 
about. 

What I ' m getting a t is tha t I suggest a committee -
you (Magill) want International Business Machines; 
hire somebody particularly for this and form a 
committee, have somebody from Oli phant, somebody 
f r om your pl ace, and somebody from Baas• office . 
Detach them; I consider it that import ant; and 
we •ll l e t t hem work on that excl'Usively . How' s 
that? 

Good . 

You hire anybody tha t you want . Bow' s that? 

I ' d like to suggest that income tax forms suffer 
from an excess of lawyers, an excess of economi sts, 
an excess of statisticians . What it needs is some­
body who can write hnglisn, and I would suggest 
Gas t on on that committee . 

I thought you were going t o say Dorothy 'lhompson. 

No . 

Be means Oliver Wendell Holmes . 

I ' ll make you a good suggestion. Jus t put your 
hands on Georgie ' s shoul ders . I suggest George 
o •May on that commit t ee, and I 'm serious . 
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Well , he ' s an accountant, but it suffers from 
too many accountants and technicians . 

That economist Pegler who ' s been writing i ncome 
tax .. . 

And I refer you to Pegler's column this m.orning , 

Yes, that's a nice column this morning . 

Just read it. Seymour Weiss went out fishing with 
Jim Farley, and Kr. Pegler jus t devotes his column 
to 1t. 

I think he ends on a splendi d note, too. 

Nhat was that? I forget . 

tie says the atmosphere has changed; they don ' t say 
Nhich way, but your nose knows . 

Well , does that take care of you (Magill)? 

That clears me. 

I say you c an hire some fellow, whether it's 
Dorothy Thompson or - what's-his-name, that Professor 
up at English •.•• 

llark Sullivan? 

, ••• up at Yale . 

William Lyons Phelps . 

Gene Tunney I think you•re t hinking of. Be 's a 
Professor at Yale. 

William Lyons Phelps . 

I can tell you- Franklin P. Adams is the best man 
I know. He•s out of a job now. 

Gaston hasn't got anybody unless he hires someone. 
I want somebody hired on this to work on this 
exclusively . 
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l ell, I ' m dead serious that the most important 
thing ~bout it is to get somebody to explain it 
in English. 
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Well, the committee is now composed of a representa­
tive from Mr . !lag ill's office, a representative of 
Mr . Oliphant ' s office, a representative of· Mr . 
Gaston 's office, and a representative of Yr . Haas ' 
office . 

Do you (Lochhead) nappen to know what the cross 
rate is? 

I tnink we better xeep the cross rate out of this. 

Hello (On phone - Has conversa tion with the 
President, transcribed separately} 

My turn. 

Just one second . Now, are you (!lagill) satisfied? 

(Nods yes) 

On this committee - see, I want a report of progress 
from this committee twice a week, Wednesdays and 
Saturdays . I ' d like a report every Wednesday and 
Saturday . I consider iL of greatest ioportance and 
I want them completely detached and to devote their 
time exclusively to t hat . 

And tel~ Yr . KcReynolds partic~arly about this 
thing, so tha t he watches this thing and puts a 
finger in. 

Now, you' ve started something and we ' ll go thro1J8h 
with lt . All right? 

Well , t he taxpayers will rise up ~>nd call you blessed . 

'Nhat you need now is somebody to work for the committee . 

And afterwards - I don ' t want to do it until after the 
15th of llarch, but right after the 15th of llarch 
we ' ll announce that such a committee has been formed 
and t hey are devoting themselves exclusively to that. 
But don•t do lt until after t he 15th of llarcb. 
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There is an existing committee but in&ctive, 
over in the Bureau . ' 

But by god this is going to be active, and I 
want a report twice a week. 

I know there was a committee of this kind in 
1933 when I camedo~m here. Ther e ' s always been 
a committee . And that was t he year they made 
the re t urn worse . 

Are you going to get somebody to put on it? 

I'm c ertainly going to try? 

Going to? 

Yes, I will. 

It ' s your committee now . 

I see that . 

This is what I 
interesting to 
instructed not 
Bonnet) 

said t o the Ambassador . It ' s 
read what you said again . (Reporter 
to take reading of conference •111th 

Isn' t t ha t interest ing? 
nave it, isn't i t ? 

(Nods "yes) 

That 13 the whole thing . 
What? It ' s important to 

!lo;v, bha t • s t hat, and we have really done something 
this morning. It is a historic occasion . 

All right . 

What we bad on the matter t hat !Ianning wa s working 
on - we "''anted to get certain material from the 
Federal Trade Commission. We made an informal 
approach . l 'he General Counsel a sked f or a formal 
request. I suggest that whenever you happen to be 
talking to the President you might mention an oral 
word from him would be - whenever it is convenient. 
I don' t think you want t o sign it. 

llonday at lunch wi th the President (to Miss Chauncey). 
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By the way, did you notice the Federal Trade Com­
mission's suggestion that the tobacco taxes be 
revised? 

What kind of taxes? 

Tobacco t axes . Everybody wants to play in our 
back yard . 

(On phone) Hello? (lo Cordell Hull) Did you 
read that little memo I dictated? 

Yes . 

About their saying that ~ conversation with Bonnet -
that I said l ' a give the~ unequivocal assurance . 
Now, I've got a press conference at 10: 30 and what 
I was tninking of doing, i f you approved, was simply 
to say t hat t he French newspaper, see , Petit 
Parisien, was completely misinformed - that I made 
no s uch statement or any statement approaching such 
nature . See? But if you don ' t think- I mean I . . .. 

Please . No, I ' m afraid it wouldn ' t . 
After all, this is a trick, you see, and they ' re 
trying to bolster their thing up, Gnd then if this 
thing smashes Saturday or Sunday tbey •re going to 
blame me; they ' re going to say, well , I should have 
denied t nis tning , and the stocks went up and people 
lost . Oh, I'm not ... -Pardon me? 
I think that ' s a very good suggestion . I think 
that ' s a very good suggestion . Thank you. 

Be says to call Bonnet . (To Operator) Get Mr . Henry , 
the Counsel of the French ~mbassy , please . 

He sai d to call - suggested I call Bonnet . At first 
be thought tnat I should simply say there was nothing 
new - tnat nothing new hhs developed the last couple 
aays . But I c an't see that. 

Yes , Dr. Oliphant . 

Other1vise I have nothing on my mind . 

If you will stay a minute afterward, I want t o see 
you, Herbert. You•re expecting two gentlemen t o 
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When a re you going to have that thing r eady? 

29,:, 

This morning . 1 111 give it to Herbert this morning . 

All right. I ' d like Mr . Oliphant to see that all 
the statements in it are - I mean as to laws and 
all that - ere correct. 

Tne Harvard thing?. 

Yes. 

I 've done t hat . 

And I ' d like for Mr . Taylor to read i t befor e it 
goes out this morning , a nd also Mr . Lochhead . 

You want to see it .• • • 

And I ' ll see it this afternoon . But I'd like Wr . 
Taylor and Mr . Lochhead to see it . 

I haven' t seen it ty~ed . I merely worked on tha t 
whole document . 

Yes . Well, I ' ll sive it to - I can give it to 
Herbert and he can clear it all around - I cean 
the final . 
Would you? See t hat it gets around this morning . 
Why don ' t you g ive it to Gas t on? It ' s up to him 
to see t ha t these various people get it . 

Did you (Gaston) talk to Yale and Princeton? 

Yes. 

Di d the boys like it? 

Yes , tney • re delighted tog et 1 t . 
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And, as I take it, you want a minimum amount of 
change . 

30:.. 

Any cnanges I want underlined . I mean the thing 
clicked . It ' s like all oi' these t.hings -I mean the 
t.hing clicked up thore , It was subjected to the 
ucid test end went over all right - and some pretty 
bright people present . Now, any changes - I ' d like 
them underlined . But the point is it is supposed 
to be the paper which I read up there, so I ' d like 
a minimum of chonges . 

O. K. , ~e'll have one clean copy and one with the 
changes CUlrked . 

Anything else, Herbert? George? 

I have nothing el se . 

Wayne? 

Cuba didn' t come in. 

Listen, I wanted to ask your advice . In yesterday • s 
Times there was a story - you look it up - in which 
the President completely thre.v down Henry Wallace 
on the sugar business . Anu what I 1d like to wri te 
is - I ' d like to take the article and blue-pencil -
just "Wrong" - run a great big long pencil mark. 
Then I ' d like to say: "Dear Henry: Ylben you enlighten 
the President, •Kould you mind simultaneously enlight-
ening me . " 

un, you shouldn 't - trouble enough on that . 

':lou wouldn't? 

No . 
That is , he didn ' t wait for our clearance, did he? 

Oh no I want to tell - I don ' t want tUss Roche 
under ' the impression I had anything to do with it . 
They brought it up and the President turned and 
said t hat - in the first place, before Cabinet 
Wallace wanted me to believe that he had nothing 
to do with the fact that the thing was going to go 
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up, that it was entirely the President . And a t 
Cabinet t he President sai d, •Well, we • ve had a 
year to study this thing . " "Well, " I said, •I 
haven' t had a year .• "Well," he sai d, "it ' s going 
t o go up now . If you want to do anything, you ' ve 
got to think f ast . " I said, "All right, Mr . 
President, ju.st cou.nt the Treasury out entirely 
We ' re out of it, have nothing to do with 1t one . 
way or the other.• 

Then Ickes spoke up . He sai d , •I •ve never seen 
it, and Puerto Rico is involved . " The President 
said , "0h, don't worry about Puerto Rico. It ' s 
all right . • 

I jus t went you to know . I don't want to sit in 
on any conference; I don ' t want a nybody in the 
Treasury to sit in on any confer ence . I don ' t 
want anything to do with it; I don't want to 
have aeything to ao with it . The only thing -
if you (!A i ss Cnau.ncey) will t ell 14r . Bell I would 
like a memor a n:lum on i t to show simply from the 
r evenue basis bow much the Treasury gains or 
loses, i f the bill passes in its present form; 
that ' s all . But I don ' t Nant any thing to do wi t h 
it one way or the other . 

But I can ' t understand . Now, you take for example 
tnat housing thing . NoN, the Presi dent wants this 
housing t hing and I had forty minutes - as tough 
a forty minutes alone with him as I have ever nad, 
just on the straight financing . I want low cost 
housing, and I nad forty mi nutes alone with him -
very, very tough going . But a t his press confer ence 
he doesn't throw me down; he simply s ays , •There ' s 
a dozen ways of financing it . »aybe this i sn't the 
way . The Secr etary of the Treasury is going t o study 
this thing." ,•:ell , th::.t •s fa ir; I can' t complain 
on that, can I, Herbert? 

Guston: No . 

H. :.t . Jr: I mean as a matter of f act he ' s never thrown me down 
aver since r•ve been here; that ' s wny I can't under­
stand why be threw Wallace down . 

Bello? (On phone . c·onversati on with lolr . Henry of 
French Embassy, ~ecord follows : ) 
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•u erence a : 0 . • •• I b.ave my r egular Press Co-~ t 10 J 

Yes . 

•• •• and I have to say something about it . 

Yes . 

Now this is what I had in mind. 

Yes . 

Thet I would simply say that the Petit Parisien 
must be wrong •••• 

Yes. 

• • • because when Yr . Bonnet called on me - an- no 
question of support was raised by either him or me. 

No . 

Now do you think that ' s all right? 
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Yes, because what he said was t hat the United States 
was waiting to a nswer Fr &nce in the within 
the legal limits of what you could do - so you sa id. 

Xes . 

But you did not . Excuse me, won't you­

Vlell, what•s the 

.Vill you mind repea ting again Nhat - exactly what the 
Peti t Parisien correspondent said . 

Yes. This is the statement . It says , "Government 
bonds • • • 
Xes , I under stand t he first part, it was simply the • • • 

•Washington correspondent of the Peti t Parisien cabled 
tnat Uorgentb.au gave Bonnet unequivocal a ssurance ot 
support. " 
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Un - ah - yes, unlimited assurance . 

Unequivocal. 

Unequivocal, yes. Oh yes, as to what they • •• 

Simply what I intend - what r was proposing to 
say is .•• 

Yes . 

••• in twenty minutes was •••• 

Yes • 

•••• that the Petit Parisien must have- did 
misinform .. .. 

Yes . 

•••• or Qrawn on his imagination • • •• 

Yes . 

••• because no such conversation ever t ook place 
between Mr . Bonnet and myself . 

Yes . 

See? 

Yes . 
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And I said - I'm going to say I'm sure that if they 
will see Mr . Bonnet be will make the same statement . 

Yes, all right, sir . 

I mean I was going to blame - put the entire blame 
on the Petit Parisien. 

Yes, well I will send your messenger as 
comes in, sir . 

Now can you s ee any ob jection to that? 

soon as he 
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Well, we got wind of the conversation -

Yes . 
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- which was that, as I recall, you - I think that I 
recall that all you said - that you explained to the 
Ambassador that you had thought you might have to -
the French situation - obviate a serious way . And 
M. Bonnet said that the situation was not so desperate 
and you pointed - and you thought then M. Bonnet said 
that he was wil l ing to cooperate with you and you 
offered hilll that you•ere nlling to cooperate within 
the limits of the tripartite agreement, so you said . 

And within the laws of the United States. 

Yes, 1nthin the laws of the United States, yes . 

Well, I don't want to go into those details . 

No, or course not - or course not. The Petit 
Parisien is much too strong. 

It - is - pardon me? 

I mean the correspondent of the Petit Parisien - I 
agree IYi t h you - had no business to wire such e thing 
at all. 

Bad no business . 

Wha t I mean - i t seems to me, of course 
I don't ~ow where he got that. 

Well , I'm going to put it entirely on the Petit 
Parisien . 

Yes . They asked me - as long as you are asking me -
perhaps if you would put it a little more mildly . 
Perhaps, if you wish to -

A little more mildly? 

Yes, perhaps. 

Yes. 
Because you see it is rather difficult for me . 
The Ambassador is not in now. Be is making some 
official calls on -

I see. 
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And be will not be in for half an hour or so. 

Well. •• 

But I will report to him and of course I am sure 
you are free to give any statement you want. 

Well , I ' ll put it as mildly as I can and still .•• 

And still make it clear , yes. 

Yes, a ll right . And tell toe Ambassador •.• 

I will - I Rill - no doubt about it . 

I•m sorry it bappened, but I -

Why of course, so om I. 

I just can' t let i t pass . 

Yes . Thank you so much. 

Goodbye . 

305 

Regraded Uclassified



Gaston: 

H. :.l . Jr : 

Oliphant: 

H. i . Jr : 

!&ylor : 

H. ui . Jr : 

llcintyre: 

ri . :.I . Jr: 

Mcintyre: 

H. !.! . Jr: 

!lclntyre: 

H. li .Jr: 

- 14 - 30o 

Say something like t his : that t he correspondent of 
the Petit Parisien is under a complete misappre­
hension; he ' s apparently dr awn some completely 
wrong inferences from tho information given him. 
That is, if you were to say directly that he lfas 
misinformed, then somebody must have mis informed 
him . 

I got it: that t he correspondent of t he Petit 
Pari sien must have dr awn heavily on his imagina­
tion . 

Why not say just as Gaston s ays? Soy he is under 
a complete misapprehension. 

Write it up 1n a - on o piece of paper . 

That the conversation that the Ambassador had with 
you was along v ery general lines . 

Hello (On ~lhite Rouse phone, t o Mr . Mcintyre) . 
You know, when the President of the United St a t es 
gets on and I expect Mcintyr e, it just t akes my 
breath away . I bad no - I called about ten minutes -
I called about twenty minutes of ten and sai d, ftPlease 
tell Colonel Mcintyre before he sees t he President 
I' d like t o t alk to h!m . ft 

Oh, I see. 

And t hen, when the President of the United States 
got on, I had to think aNful fast . Now, this fellow 
La timer, since the night before last, is - I don ' t 
know whether he ' s stalling us or what, but I think 
the Presi dent - I think he put the President in a 
very embarrassing position, and I think t hat some­
thing s hould go out t o the railroads so that they 
don• t all stack up on us , see? 

I ' ll tell you what I did . I called George Harrison 
and I told him that • • • (remainder undistinguishable) 

Yes, well did you do that? 

Yes, yes. 

Good, good. Did you tell that t o Pelley too? 
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I t hi nk you bet ter call Pelley . 

Well , he - I don ' t t hink he has ••• . 

And some time I want t o talk to you about Lati mer . 
But would you mind calling Pelley yourself ? 

No, I ' d be glad to. 
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I'll appreci ate it . And would you call me back later 
and let me know? 

Yes . 

And later in t he day if you don't call me, if you 
don' t mind , I 111 call you back. But I think it 
may put t he President in a very difficult position. 
I ' d feel much happier if you ' d call Pelley . 

I ' ll be glad to . 

Thank you. 

Right . 

That is , I want t o protect the President . 

All right . 

Thank you. 

(Conversa tion finished) 

Nell now, I•m sorry, but we•ve got fairly ioportant 
things this morning . Well now, this is ell in the 
office . What Mcintyre said - he's upset because he 
said he happened to have been naodling this t hing 
f or tbe President and . • •• This is all deep stuff, 
White House stuff, but he says he ' s kind of sor e 
that Pelley - Steve Ecrly handled part of it with 
Pel ley, and he says Steve didn ' t know anything about 
it. 

Pardon me - ~r . Latimer . 

So what I would do, Herbert - think about i t. 

Bello? (On phone t o Lat i mer ; record of conversation 
follows) 
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Lt timer : 

.d . .. . Jr : 

, 0 

U o 

, 0 

J o 

J •• . Jr : 

, 0 

U o 

d . :.! . Jr: 

(. : 

U o 

ti . J . Jr : 

r. : 

H.J . Jr : 

Karch 4 , 1937 
10: 21 a .o . 

Talked to George Harrison . He ' s expected t o t alk 
to Mr . <'elley and no wir es have been sent out . 

30d 

An ha . Well , I got J.!r . Mcintyr e myself and I also 
spoke to the President c.nd it seems that l.!r . Llcintyre •s 
been nandling t his for the President and he thought 
if tney dia it by word of mouth that t hey could pro­
tect the President' s interest in that way ••.• 

Yes . 

•.•• and Mr . ~cintyre assured oe he- he first t hought 
tnat you' d tal.4ed to llr . Pelley . 

llo sir , I have not . 

.'/ell ne ' s going to taltt to them. Ana I tuink 1f 
Yr . Mcintyre t nltts both to J.!r . Pelley ana Mr . 
Harrison - why t hen I think the President ' s interest 
will be protected . 

You ' re - you ' re s a tis!"ied .then nll r i ght . 

I ' m satisfied •• • .. 

Yes • 
•••.• because the only thing I want is the Pr esident ' s 
int erests protected and I think they r.ill be under 
these circumstances . · 

Yes . I ' ve - I 've sent over a memorandUQ to Llr . Bell 
and to Llr . Magill on this whole situstion . 

All right, thank you very much. 

Yes sir . 

Thank you. 
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Jliphnnt : 

rl . :! . Jr : 

:J~gill : 

!! . ' . Jr : 

Jlivhant : 

J .~ . Jr : 

:>li;>n~>nt : 

.... . u. Jr : 

rtoche : 

H. :.l . Jr : 

G~os ton : 

d • .! . Jr : 

H. ·.: . Jr : 

- 16 -
30.;, 

I ' d like to say thet the pressure will come from 
the rank and f ile of labor , and this news apparently 
will not come to them. 

Well, isn't Harrison representing l abor? 

He ' s supposed to be , yes . 

:Jell , he ' s been already talked to . 

l:!e hes been? 

He doesn't play golf wi t h • • • 

He ' l l ~ke it public . 
and file . 

He ' ll tell it to the r ank 

I don' t ~<now , but r.lr . Mcintyre bas spoken to l!r • 
George Harrison, who represents t he r ailway and 
lubor unions , ooesn' t he? 

(Nods yes) 

And t he point is that tnis thing - this thing is 
r ather peculiar . 

Uh-hub . 

And as I say - well, you people all know Rha t I ' m 
talking about ; I don ' t have t~ elaborate . 

But the big tning this morning is l!r . Wagill ' s 
comai~tee on income tax form~, so that you could -
tna t a person who has gone to high school can make 
out his own income t ax . 

l:.ven the eighth grade . 

All right . 
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; .".Jr : 

L. timer : 

ll.' .Jr: 

~= 

:· .~' . Jr : 

L: 

l: . ' .Jr : 

L: 

!l.' .•r: 

L: 

H.!',Jr : 

L· 
' 

I! .!' .Jr: 

!low aro you? 

;,n right, thank you . 

!larch 4 1 1937 . 
9: 37 a . m. 310 

Mr . Latimer 1 wbat , if anything , has been done !bout 
lotting your railroad peoole and the railroad unions 
!mow about the governmenti s position in r egard to 
this Social Security tax? 

.lell I - night before last, after I left you I carried 
over to !!r . llcintyre a draft of a telegr am which had 
been agreed ~pon and he sai d he would handle it end I 
better - I tried all day yesterd&y to find out precisely 
what he di d and just five minutes nco I tried to get him 
this morning to find out and I •m not (coughs) haven' t 
been abl e to find out yet whether he did anything or 
not. 

Well I think its terribly important. 

I had - I understood that Mr . Gaston had called over 
there but hadn• t found out vex·y much . !lr . - I t alked 
to Magill. He was under the impression that some 
telegrams were going out but I still haven ' t been able 
to find out whether they actually went out or not. 

'lo:>ll I mean why should they go from the I'Jhi te Bouse? 

1/ell it was decided that the - l.lr . Gaston said that 
they should have \'1111 te House clearance and we should 
take what they wanted to do. Wr . Jlcintyre thought 
t hey shouldn' t go from anywhere else so I left it in 
his bands . 

••ell. 

now if that shoul d be r econsidered why •••. 

No I think they should go . I - I - I think i t l eaves 
us in a very embarrassing posi t i on . 

\'loll t hey may have gone but I haven ' t been able to 
f i nd out yet • • • •• 

Ah-ha . 
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L: 

H.'' .Jr : 

L: 

:: .• . Jr: 

L: 

:o .!4 .Jr: 

- 2 -

• • ••• • as to whether t hey are. As I say I tm supposed 
to get bold of Mr . !.!clntyre in 15 minutes . That ' s the 
l ast word that I had. 

Thank you. 

And I was going to call back immediately I ~und out. 

Thank you . 

All right, sir . 

Goodbye . 
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The Seore•ary spoke to the President over t he 
telephone t his morning at about g; 40 and read him t he 
following United Press t1oker bulletin : 

'1Par1s - - Government bonds {rentes} 
opened t~o points higher t oday on the 
basi s of stock market reports t hat 
Secretary Uorgen•hau had aseured Geor Ges 
Bonnet, new French Ambassador to Wash­
ington, that -ne United States was will­
i ng to help France out of its present 
financial diff i culties. 

Ot her issues followed the bonds uoward. 
The Washington correspondent of the 

Petit Parisien cabled t hat uorgenthau 
gave Bonne~ •unequivocal assurance • of 
support . • 

The Secretary t hen called Secretary Hull and 
told hi m that at hi s pres s conference at 10: 30 he 
would have the representative of the Petit PIU'1aien 
come in and say he had made no suoh statement or any 
statement even approaching the press reports. "After 
all," he sai d , •thi s 1s a trick, you see, and they 
are t rying to bolster their thing up . Then 1f this 
t hing smashes Sunday or llor.day , they will bl~e me . 
They will say I sho~ld have denied t his thing. • 

T~e Secretary said that ur. Hull made the ex­
cellent suggesti on • ha t he, Hl!,Jr. , call Bonnet and 
say that nothing new has developed in the last couple 
of day s. 

The Secretary t hen tri ed to reach Ambassador 
Bonnet, but he was not avai lable. He spoke to 
Hr. Jules Henry, counselor of the Embassy , and t he 
following is a recor d of their conversation: 
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B.I!.Jr: 
Jules 
Henry: 

n.u.Jr: 

H: 

e. M.Jr: 

8: 

l! .li.Jr: 

8: 

B.li.Jr: 

1!: 

H.M.Jr : 

R: 

llarcb 4, 1937 
10:08 a .m. 

I have mT regular Press Confer ence at 10: 30 •••• 

Yes . 

•••• and I have to say somet hing about it. 

Yes . 

Now t hi s is what I bad in mind. 

Yes . 

That I would simply say that the Petit Parisien 
must be wrong •• • • 

Yes . 

••• because when Mr. Bonnet ca1led on me - ah - no 
question of support was r ai sed hy either him or me. 

No. 

Now do you think that ' s all r i ght? 

Yes because what he said was that the United States 
was waiting to answer France in the wtthtb 
the legal limits of what you could do - so you said . 

313 

H.!l.Jr: Yes . 

R: 

8.14.Jr: 

8: 

B.M.Jr: 

II : 

8. 1A.Jr: 

But you did not. Excuse me, won ' t you -

Well , whet ' s the • • • 

Will you mind repeating again what - exactly what the 
Peti t Parisiene correspondent said. 

Yes . This i s t he statement . It says, ' Government 
bonds ••• 
Yes , I understand the first part, it was simply the 

•washington correspondent of t he Petit Parisiene cabled 
that Korgenthau gave Bonnet unequivocal assurance or sup-
port .' 

Regraded Uclassified



8: 

I!.II.Jr : 

H: 

ll . lo!. Jr : 

H: 

11. II:.Jr: 

H: 

H.ll.Jr: 

H: 

B. !.!. Jr : 

H: 

l:l ,II.Jr: 

B: 

H.».Jr: 

B: 

H. ll. Jr : 

B: 

B.M.Jr: 

R: 

B.M.Jr: 

- 2 -

Un - ah - yes unlimited assurance. 

Unequivocal. 

Unequivocal, yes . Oh, yes, as to what they 

Simply what I intend - what I was proposing to 
say is • •••• 

Yes . 

• •• in twenty minutes was • • •• 

Yes . 

• • •• that t he Petit Parisiene must have- did 
misinform •••• 

Yes . 

•• •• or drawn on his imagination ••• • 

Yes . 

••• because no such conversation ever took place 
between Mr, Bonnet and myself. 

Yes . 

See? 

Yes. 

And I said - I ' m going to say I 'm sure that if they 
will see Mr . Bonnet he will make the same statement . 

Yes, all right, sir . 

I mean I was going to blame - put the entire blame 
on the Petit Parisiene . 

Yes, well I will send your messenger as soon as he 
comes in, sir . 

Now can you see any objection to that? 

314 
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8: 

B.II.Jr: 

B: 

H.II.Jr: 

8: 

H. II.Jr: 

8: 

R.M.Jr: 

B: 

H.li.Jr: 

H: 

B. II.Jr: 

H: 

B. L!.Jr: 

II: 

B.M.Jr: 

1!: 

I!. II. Jr: 

- 3 -

Well, we got wind ot the conTer sation -

Yes . 

31~ 

- which was that, as I recall, you - I think that I 
recall that all you said - that you explAined to the 
Ambassador that you had thought you might have to -
the French situation - obviate a serious way. And 
II . Bonnet said t hat the situation was not so desperate 
and you pointed - and you thought then 11. Bonnet said 
that he was willing to cooper,te with you and you 
offered him that you were willing to cooperate within 
the limits of the tripartite agreement, so you said. 

And within the laws of the United States. 

Yes, within the laws of the United States, yes. 

\Vell, I don't want to go into those details . 

No, of course not - of course not . The Petit Parisiene i s 
much too st rong . 

It - is - pardon me? 

I mean the correspondent of the Petit Parisiene - I 
agree with you - had no business to wire such a thing at 

Had no business . 

What I mean - it seems to me, ot course 
I don't know where he got t hat . 

Well , I~m going to put it entirely on the Petit Parisiene. 

Yes . They asked me - as long as you are asking me -
perhaps if you would put it a l ittle more mildly. Per haps, 
1! you wish to -

A little more mildly? 

Yes , perhaps . 

Yea. 

Because you see i t is rather dieficult for me. 
The Ambassador is not in now. He is maki.ng some of fi-
cial calls on -

I see. 
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a: 
e. u.Jr: 

H: 

H.M.Jr : 

H. • 

H. !.I. Jr: 

6: 

!!. ll. Jr : 

R: 

B. LI. Jr: 

8: 

B.U.Jr : 

- 4-

And he wil l not be 1n for halt an hour or so. 

Well ••• 

But I will report to him and of course I am sure 
you ar e free to give any stat ement you want. 

Well , I ' ll put it as midly as I can and still •••• 

And still make it clear, yes . 

Yes, all right. And tel l the Ambassador 

I will - I Will - no doubt about it. 

I ' m sorry it happened, but I -

Why ot course so am I. 

I Just can't let it pass . 

Yes . Thank you so much. 

Qoodbye. 

.... 

316 
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8.11. JR. I 

Q. 

"· 

Q.. 

A. 

Pint aa to our OW!i buainau. Bello, Jelb:; baft11't 

aee11 :rou ill a lone ti• e -- tell r ou a little cotto11f 

(Pellx Belair) 

Bo. Oil llolldq we'll offer the .t.prll holden ot the 

11ote the rlpt to excballc• i11to a boDd. Per iod. 

Bo aaturlt rl 

You'll baTe to walt Ulltil about 12130 Sat~ to «•t 

the reat tor lion~ aorllln& releaae. Bow I'd l ike to 

do somethi ng e little bit dlttere11t thAn I'•• do11e lt 

betore, 1111d that ia tbltt Bot h ticker aorTic•• t hat 

we p t here baTe carried a auppoaed interriew M1411At1D« 

troa the correa~nde11t ill laabi~OII ot tbe Petit 

317 

Parisi ell - I QD.dentand he'• here. I a eked Ilia to be 

here and 1t be cared to, pcuibl7 he' d like to oaT what 

be di d aq ill his dhpetcb &lid that would ll8kB it oaaier 

for ••• 

IIR. DE!IOTDI !ere 1 ... 

IIR. GAS'I'<Jit !hat' • llr. De1107er , llr. Seoretar,.. 

H.li,JR, r l ould rou like •• to read whet tbe 11nit ed Preu carriedT 
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Uewapape1:11len 1 Yea. 

H. I.I. JR.I I ' d like to mke it aa ee.ay tor you AI I can, ADd At 

the same time mke 1t &a e&ey tor t he Alnerican preaa 

aa poaeible and let t hem lalow whet th e tach are. 

Ill!. DI!J)TEIII !Ia turally, 

R. I.!.JR. I Thia 11 what C&lll8 from the United Prua: 'Parle -­

Goumment boDda (rentu) opened two pointe hi&ber 

t~ on the balia of atock •rlalt reporta tbat 

Secretary llorgenthau bad aunred Oeorgea l!onnet , nn 

French &mbass&der to 11'aah11lf:t on, thllt t he UD1 ted Stat .. 

waa willing to help Prance out of i ta present ti,..,cial 

difficulties. Ot her iaauee followed t he bond• upward, 

'!'he 'faahington correapondent of the Petit Par111en 

cabled thet llorgent bau gaTe l!onnet •unequhoeel aaiDJ'o 

ance ' ot wpport.• rua 11 aort ot Ul:IIUU&l, bnt I 

ant to be cou.rteona and a tlll 1t' • .. e.,. l CIJ)Ort&nt , 

and I underotand from whAt 'fOD oaid t o l!r. Oaaton tbat 

you 4idn1 t write any aueh thing. 

IIR. DEIX>Ymt: !lot in this fo rm. 

!!, I.!. JR. 1 So , 1t you don't mind, thia 11 ;your pre01 conterenoe 

to r th& moment - you can ta:Y &D'fthing ;you -nt to. 

l!R. DIOOYmt: lay I oa;y thet 1t ion • t tor quotation bnt tor back­

ground, becau .. I don ' t btl'!'• the experience tbat ;you 

baTe, llr. Secretar)'. 

3.!.6 
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•a. LI~z 1 lo, oh no. 

, ,,.. pe.pe noon It yon don't want to lhten, you can loa.... 1 «""•• 1f 
c'lo~ l 

111. LIJI : 

~-

1!. • Jl, I 

tho rut or uo want lt, we oan ~~&•• lt: 1f yOl don' t 

want lt , all right. 'f&1t a a1nuto -- that'• your baby. 

lf tho reot of thea want lt, 1 don' t a1n4. 

thAt 1 • rlpt - 1f tha aan wanh to explain -· 

1 guuo you want to l l-.o up to the ruleo. 1 ..... t to 

oq, 1n the tint place, tbh gentl- h a foreigner, 

and we want to be extremely oonrtoouo to bla. Tho 

eaoloot thing for .. to do lo to •ok• a flat denial. 

I don't want to do that, oo I'•• aokod bl• hero to give 

lola tha opportunity, and 1t ho •ot• bo wanta to do 1t 

for backgl"ound, I t hink •• oucllt to go along with hla. 

lfhr all, be belong• to your cu1ld. 

II!. DD JTIII I llr. Secret&'tf, I appreciate ••'tf •uch your cou:rtooy. 

319 

li.II.JI. 1 Toll oay 1t ~ way 7011 want to - bocauoo thlo h 

hrTlbly 1ap0rtant, IUI4 1t you want to do 1t for back­

ground, I'• 111re tho other correopon4onh •lll be -.111-

llJI. DD OU!lt 

lng. 

I fool that 1f lt'• not for direct quotation, I e&D 

11 ... 7011 aach .. re and tor baclcground I can gl.,.. 111 

coll•acue• aucb aore lnto.....,Uon on bow that cable of 

alae wao written. 
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IIR. DL'IOYI!l: 

- 4 -

And, after all , I cen ·~ for :rou - :rou ha,.. :rour 

boee of fice to conolder and :rou don' t want to throw 

down :rour editor , but it'• terribl:r iaportant eo if 

rou want t o e:rplaill 1t for baclq:round --· 

I ban ,jut been b&ck f!"OII rr1111ce aNI I aa takl~~t; up 

thread• a• I ba.,. left tb.. about three aontho 11&0, 

end I ba•e, oillea t• ... been hare, not had azs:< occasion 

;ret to write eeythin« at all &bout the fillencial aitua­

tlon. AM it eeeaed to .. of lnteroat to tako up. in 

•ietr of the lntereat that the rrench public hal in ita 

own oituation, t o ba•e an occaoion to tell about tba 

reaction hare to the rrench altuation . I '• &<>in« to 

re&d ,-ou (1 don't think that 1 oan do~ bettor) a 

rough tranolation of tbe cable I 1ont :reate~. I 

aent th11 cable ;reate~, oarl:r in the afternoon, 

before ba•iDC aean ... en the french Allbaaa&dor, llr. 

:Bo1111et . before ba•lt>« .. an an:rbod:r at the eaba .. :r, an4, 

therefore, wb&t ' 1 contained tbera la not at all fro• 

~ .. baear eource -- I'• yolunteorln& that becauoe I 

real he what .. barraa .. ent that •a:r put :rou, llr. Sacre­

tar:r• If :rou bell .... that tho rrench Ambaeaa4or baa 

reported a con.-araation that be baa had with :rou, be 

haa not _ that 1a poalti•a, IUid ohacldDC on the cable 

boun N7 • •r:r claarl:r abotr that. fhia cable ,.. "Dt 

32L 
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before I aP the rrenoh Aabe.uM.or , llr. Bollllet , I 

uw hi• oaly when 1 want to the preu conference at 

the .. baaay laat nlcht and tbia waa aent out before. 

b a -tter of record, llr. :Bonnet w&a here lloftdaT 

afternoon. 

Jill, DlliOf!BI I d i dn1 t nen know the u te and you wlll aee thet I 

mow ao little e.bout the auct tlae thet you he.,. 

•••n hla . 

B.N.JR. I l!e wan here lfonde.y. 

Q. 'lh3t1 a all right - - on the recordt 

a.w.JR.: Tea. 

321 

liB. DtiiOflliRI I t we.e a courteey • hit euch aa anry tllllb&aeM.or coaiag 

in the new country 11&kel· f aa it noU 

a.11. JR.: You flnhh, lt you don't aiaA. 

liJI. DJXOtiB: fhet I aaid ia thla: (~r&D.alat ion of cable to Petit 

Parisien i.n hench) ·~• Aaerlcan anthorltle• ~ 
follow carefullY the finanCial and aonetarr aituation 

of rrance. !he poll C)' of the three craat democracl•• 

(ae.y I inte!'t'llPt here to aq thet U t bh Yat;WI foraula 

ia ,.ague here, it will p reaent oa.othlDC a little sore 

definite in rrance) . ~be co .. on policy of theae three 

pat d .. ocraoiu - the policy of tbe three craat 

d...,oraoie• inaucurate4 by tho tripartite acra-t 

of Septeaber laet (the tranala tlon b a nln ward -
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it would ba a little atroncer to ·~ it io a aubatantial 

reality). !hey ha•e end they are diapoaed to do all tbay 

can (they, the authorltiao) they are diapoeed to do all 

they - the authorltlae -- oan to help rren.ce in ba r 

preeant di!!icultiae. Mr. Morc-ntbau, the a1n1etar o! 

!lnance o! the United Stateo, hiLa ci.an ew:h an unequl.o­

cal anurance t o Mr. O.or,.e llonn.at, our new anbanador, 

in the courteey Tielt tbet Mr. :Bonnet u4e to bill at the 

bacinnlnc of the ,.elc. :But -- ~ whet ca.n the American 

GoYer•1111ant do (nota of inttrro~tlon)? I te cooo will 

ie lialted by lawe whioh reduce ccneldarably ita poeei­

bili tiae of action. (:By thil I bad in aind that certain 

people ln Jranca beYa been loolclD« toward• the Onited 

Statao tor cradite, ae you are well aware, and tblo io, 

I balla..a, ao=et blnc that ia not poeolble i n •1•• of the 

Johneou lp. low. tor our pubUc . 1 tb~t it waa a 

coed thiD« to remill4 thea t hat whatner the cood will 

of the A.arican authoritiaa in ouch a circumetance, the 

cooo will that hae been deeonetratad at the tt•e of the 

tripartite agreement, wbataYer it ia, it ia conelderably 

l laitad by the lawe of the lJnltad Statea.) The newo 

cabled ti'OID Parle to the Wall Street Journal accordlllC 

to wbioh Mr. Cberlao Jllot would be called by the r renoh 

Regraded Uclassified



B.W.JR.: 

101. DIDIOYZR: 

B.W.JR. : 
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Cabl""~ ~o «he bia edYlce ~o ~b8 french GoYel"'lll44nt bae 

produoe4 a £00d lllpreulon. llr. Riat h lmon bore ao 

on8 ot the first eoonoalote ln tbe world and b91 the 

l)'lllpat~ ed the contlc\ence or all American ch'cl ... • 

Tblo lo the text of ~ cable. 

Ban ;rou «<t an ext ra cowl 

llo, I baYe none , but I could ban one made or 1"" could 

ban one made bare. 

Jell, I tblnlr:: ;rou realise tba~ ~hlo h or terrific 

lllportmce - I ' • t alkln« aboolu~el:r ot t ~ba record . 

I 111 «lYe you oometh lnt on t he record, don't wo~r:r. 

Clarence (Llnz). lnd 1 don't want to oq anytbln« 

that 11 £01D« to unneceeoar lly upaet tblnga, but, on 

the other band , I can ' t let e otatomont like that 

otand , :rou eee. Thh 11 o.n.e or the moot (not tor 

ouroeln e but tor ;rour count r:rl one of ~be aoo~ dlt!l­

cult t hin«•• eo excuoe ae tor one alnute - I don't 

want ~o do an;rthln« unneceooarlly. 

(llewamen walt while the Secretary confers wlth llr. Gae~onl 

H. II. JR. I low, ~hh 1o on the record. lbe.t I 14 lllo:e to oq 11 

th1ol That the lnterpretatlcn ao carried by tbe Ooltod 

Preoa of the dlopatch of the laah10£too correopondont 

or thAI Pet1~ Parlalen of ~he con ... rltltlCna that took 
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IIR. KLIIN: 

H.I!.JR.: 

IIR. WIN: 
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place between llr. Bonnet M4 ~eel! h entirel;y 

erroneou.a . 

You mean the United Proaa interpretation of that 

diapatch ia erroneous? 

llo, no, e.a carTied b;y the O:Uted Preu. !toad it 

back, lliaa Cbaunce;y. (llho Cblluncey read• •!bat 

the interpretation ••••••..• e rroneoue,• e.a abOTe.) 

I otlll feel the pbraoeolor,:r a1~t lee4 to the 111-

preaeion t hat the United Preae i nterpretat ion ia 

erroneoua. 

liB. GASTON: 1'hll interpretation in lrt\nce, ao reported b;y the 

United Preae . 

B.I! .JR.I 

H.I(. JR.I 

!toad it again, ILiaa Chaunce;y. (ILlee Chaunce:r reada 

at a te11ent again) Let 1 a ·~ 0 1'he interpretation 

reported b;y the United Preaa.• 11e Wllllt to oe;y re­

ported by tha United Preu of t he diepateh of tha 

11aabln&ton correepondent. Bead it once aore thro~. 

pleaae . (Ilia a Cbaunce:r rea4e.) •Tha interpret ation 

ae reported b;y the United Pre• • of t he dhpateh of 

the 11aabington correapondent of the Pet i t Par1a1en 

of the conve roatlono that took plnce between Ambaaeador 

Bonnet and 111•elf 1a entirel;y arroneoua.• 

Do ;you haYe &D:Y objection! 

liB. DDOfiRI Jo, llr. Secrehr:Y· 
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B.II.Jll. I 

IIJl, D.I!IOTIR I 

B. li,JR.I 

IIR. DIIIOY!ll: 

B. it. JR. 1 

IIR. lliiiORlh 

a.w.n. t 

IIR. DIIIOTIR 1 

B. U. JB. t 

- 9 -

!bat doean1 t IIAica it aabarrt.lliiiC to )"OUT 

I don ' t thillll: eo. 

Do rou th1Dll: it will 1l&ke 1t al:lbiU'rauiiiC to the 

ambau&dorf 

I'll explain it t o hi• ae I 414 to rou, but I 

don't th1Dll: it do..e. 

llhe Cbalmcey, re&d 1t. (II he ChaUilcer reade 

atataMnt.) 

It 1 e eat1a1'actorr to ••· althoueb I could not 

a peal< f or the ubaua4or - I don' t eee bow be 

could d> J ect to thet . 

Aa a Mtter cf fact , here' o a otenc~phic report 

• of 8J conweroation, of whet took place between 

I ODDet ' and &Jialt. r or JOU peopl• ' • 1nforaati01l, 

lin. llots wu here and Dr. Lheaer aD4 the t 1ro 

ot thee dictated th1o tbiiiC - th1a ia a Tetbatia 

report: it'• wrlt hn b7 Dr. Linoer lllld lin. nots 

there C&Jl't be &111 queotion or whet .... aa1d--ther 

wore both preoent at the conference. 

I dOll' t eee how there could be MY obJttct101l on the 

part or llr. Bonnet: I don't know what rou oa14 or 

llr. :Bonnet ea1d, 

But I know tthat I aald aD4 Dr . Linear and lire. nota 

were 1n the rona and went out and wroh t hla tor .. 
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Q. 

A. 

Q. 

Q. 

A. 

lilt. ll J'l'liJ:R : 

•• 

lilt, llR'l'ND I 

A.. 

Q. 

- 10 -

u4 thb la a n!batla report. It wao a perfoct17 

frlen4l;r, ealcable cocweroatloc, 

Don't both dlopatcheo ·~· lD affect, that rou ex­

preued to the eabaooador 70J. r l11tereot 111 the 

lreiiCh proble•• ac4 we're all 1ctoreotodl 

'l'e 1 re all lctereotod, and, eo I oalcl, Preolcle11t 

Boooenlt 8Dd _,..u han ci"OIIotro.ted ower tho 

paot two ;rearo our trl ,lldoblp ancl tcterut ln the 

french llepub11c aDd will contlcuo to do oo. 

lfell, are the dlopetcheo at w&r1Ance w1 th thatf 

Oh , ;reo - •unequlwooal aoouranca• ot ouppcrt . 

Mr . Secretar;r , 1oc1 t that what ;rou «a•e thee ln 

the atabllll&tlon a«reeeont -- unoqulwocal -

ton't that what we were tolclt 

Oentl .. en, take D7 wore! t or thlo. 

I ' s not qW!atloniDC ;rour wori , but 1 can't uncler­

atand wh;r thla aboulcl be 1aport6nt. 

'l'oll, tlme wlll toll. You han cowor aeell .. eo..., 

aorloua , haw& ;rout 

• o , that'• whet I can't underotand. 

't'oll, ;rou'll juot bawl t o take lt on faith. 

Mr . llecretar;r, lt we can lea•• th8t for the tiale 

betnc, there' 1 another t1cUod Prooo ator;r thet the 

true h cotcc to clrop. 
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1 ba.,e no c-nt, but , a • far u ;you an concerned, 

rour profeeaional etandins &n4 eyerythtns -- a re ;you 

en\irelr eat1afie4? 

1111. DENOYER I Certatnl;r, llr. Secretar;r. 

1.. Ba.,e I treated ;you courtaouel;rt 

IQl, OiN:rrERt Tee, an4 I .....,t to expNea publlcl;r •1 appreciation. 

~. 

A, 

~. 

A. 

~. 

I ba.,. not doubted it befoN, but th1a ia another 

lfr. Secretar;r, there 1 a altO a report from Parle that 

the french G<>..enuoent 1a rea4:r to otab \lhe the 

franc a t 112 to the po1111d . 

Well, I ha.,e no e~ent. 

llr . Secretar;r, fr0111 London we ha.,. a ator;r that a 

lot of a;yn41catea a re 1n.,eat1D& for Americana 1n 

aeC11J'1\1ea abroad an4 1n that • &T ~.Mrlcan lnnetar a 

an ....,.gins to eyade capital pU.a and et her t axea: 

anT thongbt belns shan .. t o how that a!&ht be 

eorrectedT 

.lt thil parttoule.r ti.Jie 1 h,..,. nothinS· !!18t'• in-

cluded in the otud;r that the three orge.nisatlona . 
e.re conductillS• We're perfac\17 aor&n of that - -

how ahall 1 pUt U T 
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A. 

Q. 

A. 

Q. 

.... 

Q. 

Q. 

A, 

Q. 

- 12 -

J o, lt hun1 t beaD aul>ata11Uated - that ...-r that 

thAt 1e taldJI« pl110e -- but to data lt haon • t bee~~ 

aubatanUaiecl. That '• a aatier which parUcularlr 

comea Ullder SJO 8114, up to elate, hat not been oub-

etantiate4. - dealinc 111 etookt outddo the 1Jilite4 

Statea, J'Uilllillf: of poolt aAcl that aort of th111«• 

!bh 1e a capital ~·aDd lou tu. 

J o, tble 1e an operat1oD of Jew York otoc!ca ouhida 

the juried1ct1oD of the SIC - 1t '• particul&rl.r 

their problea- t hey're etudy~ it. 

llr. Secretarr, aq I at¥ I sot a call-back 011 thet 

aDd thio 1• where they were doin« it t o eeeape 

1Dcoae tazeo -- it waen't a poel operation. 

lll I can ear 1t we ba•• heard about 1t &nd that 
1 

• 

oDe of the thinct we're atud11n«· 1fe atill heft 

notbi~~t: - we bA- DO faote. 

B.ow near are rou ree47 with the 11!1ola reportt 

Jo .......... 

Bow do rou feel about the railroad retireaeDt tut 

Oh, I'• DOt reaclr t o talk on that. llr. Lst1aor 

011
1
1 

aeDt ua hit report thle 110rnia.<; and we he'fOD't 

bad a chance to read it rot - - it jut eaae in thit 

aorninc• But Betl>ert GattOII tellced to rou boyt 

about lt, didll1 t bat 
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•• 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

liB, GAS'l'<JII 

B,W.JB. a 

-13-

There'• DOthln,; to a4d. Le.UHr'o report just 

Mila thb mo miD«. 

Mr. Secretary, do you intend to let uo oee the 

trenocript of your con'llroatlono with llr. Bonnet? 

Do you want t o bet on itt 

I wu just uldrat; the qaeotlon. 

I Juet wanted to lr:Dow if you wanted t o Mite a 

l1 ttle oi4e bet before I ~he 70U an ano,..rf 

I' ll aake a bet it you will produce the eT14onee. 

1 mean, it leoTeo uo a lit t le bit in doubt. 

Bo, I juet mentioned tho !act that I hod thio 

thin« to ohow you ~ntleaon that when 1 wont 

into ouch great detail that I waan't Juot relyln« 

on ~ meaory eo to whet I 414 or 4 i4n 1
t ~· I 

no nry aeUcnlono in .. aiD& t hat the conn~ 

tion • •• written down. 

:lnrybody reediD& t hil otory will 1&7 .obat 414 

they 8&7f 111hat 414 the doodle-bq oe7f 1 

1 think that pnorel otet.,.ont you MA• cOTen 

the eitueUon. 

My ~nerel otateaent 11 that llr. Joll!let c .. • to 

exch&D&& reepooto: that we ha4 a Tary ploaoant 

axch&D&& of Til••· em I aaourad hiJI that the 
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inter .. t of the lhllted Statu Gon~nt lD. the 

welfare of f rance ba4 been deaonotrated dur lnc 

the paet two )'ft&re Md that we would contlD.ue t o 

do ner,'thlnc that we could and otlll liTe wttblD. 

and up to the sptrtt of our exhtlnc lawe. 

11]1. DDOflR: lbicb 11 juet what 1 e&ld, 

A. lblcb 1a quite dtfferent thaD what tber biter­

preted what rou said -- lt1 o quite dtfferent. 

~. fbaDl< you, llr. Secretarr. 

ooOoo 
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•• 

Pat1 t Parhien 

.lclerican au.thoriUea are a&a1o carefull,y watcht.n,t; the French 

f inanci al and IIOUet&ry lituat1on. .... the policy or t he three greet 

de=ocr aciee inaugurated by the tripartite agraeaent or laet 

Septeaber wa1 not ae rely a matt er of a.pty word• !or t hem, they ara 

inclined to do all they can to help J'ranca in ito pruent dllficulti ... 

llorgenthau, Allariean Seoret&ry ot t he Tr auuey, ga•e an unequivocal 

&88urance on t bla point to Oeorgeo Bonnet , our new ubauador, 1n the 

courtell)' Yieit which the latter paid a t the beglnniac o! t he week. 

llu.t what can the .&merican Oovel"llllent dof I to scad will. h l!Jrlted 

by laws which considerably r educe ito poeoib1litiea of ac t ion. The 

newa cabled f r oa Pario to the Yell Street Journal accordi n& to which 

Cbulee Rht will be called on b;r the cabinet to &iYe hla adrlce to 

the French Government hao produeed an excellent impreooion. R1et 

1a Ienon bare aa one ot the lee.din& econoa1ato in the world. He la 

r <2rrounded by unaniiiOue OJ'IIP&t b:r and confidence in Alllrican circlu • 

4enoyer 

Tranalatod b:r Addlar, D1Yioion of Re ooarcb And Statiotico. 
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Latimer: 

f' . .Jr : 

' . J • 

' . J o 

:1 •• ur : 

L: 

H. •.Jr: .. 
a. • . J r : 

L: 

H .• Jr : 

L: 

H. t.\ , Jr : 

llarch 4, 1937. 
10: 21 a .m. 

Talked to George Harrison . Re 1s expected to talk 
to Mr . Pelley and no wires have been sent out . 

33;, 

Ah ha . Well I got Mr. Mcintyre myself and I a.l so 
spoke to the President and it seems that Mr. Mcintyre' s 
been handling this for the President and he thought if 
they did it by word of mouth that they could protect 
the President' s interest in that way •..•. 

Yes . 

••.• and Ur . ucintyre assured me he - he first thought 
that you ' d talked to Ur. Pelly. 

No sir, I have not . 

.. en he ' s going to talk to them. Md I think if 
14r . Mcintyre talks both to Llr . Pelley and 
:.tr . Harrison why then I think the President 1 s inter est 
will be protected. 

You ' re - you ' re satisfied then all right . 

I ' m satisfied • • .•. 

Yos • 

•.... because t he only think I want is the President ' s 
interests protected and I think they will be under 
these circucstances . 

Yes . I ' ve - I've sent over a memoranduc to )lr , Bell 
and to Ur . Magill on this Whole situation . 

All right , thank you very much. 

Yes sir . 

Thank you. 
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L!arch 4, 1937 

At 11: 55, Dr. Fels telephoned the followi ng 
meaaage: 

11!.lr. Henry, of the French Embassy, whom I know 
very well, Just telephoned me this message from the 
Ambassador, asking me to paee it on to Ur. Uor genthau: 

' That the Aebassador is wholly amazed at the 
t elegram in the Petit Parisien; that he had not seen 
t he correspondent of the Petit Par18ien, who is ur. 

334 

Denoyer, except at the press conference yesterday after­
noon wnich was subsequent to the despatch of the message, 
and at the pr ess conference there was no reference ~de 
whatsoever or his t alk wi t h Ur . Uorgenthau. Ur. UcDeruott, 
in charge or Press Relatione tor the St ate Department, was 
present at the press oonterenoe and conf1rced that fact. 

' The Ambassador is very ouch dinturbed by ffhat 
has taken pl ace . He telephoned to Denoyer to tell hi m 
so and Denoy.er more or l ese admitted that it was a story 
that be more or less made up because he knew that the 
Ambassador had talked with Ur. l.!or genthau. 

'That Ur. Bonnet wants to assure Ur . Uorgenthau 
t hat he realizes t hat a ll conversations with the Secre­
tary of the Treasur-.t are completelY confidential and he 
d1scueeee them with nooody . He, therefore, hopes that 
t nle epi sode will i n no way interfere with their relatione. •• 
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E.M.Jr : Bello 

v.arch 4, 1937. 
12:14 p.m. 

3JS 

Operator : Mr . Henr y . Go ahead . 

li . 'I . Jr : 

E! : 

H. " . Jr : 

F. : 

H. !.! . Jr: 

H: 

H: 

B.U. Jr ; 

!r • .. 
h . ... . Jr: 

a: 

ll . •.t.Jr : 

H: 

R.M.Jr : 

li : 

H.!.!. J r : 

Hello Mr . Henry. 

Oh good morning , s ir, Secretary. 

I 1 m call i ng you rather than t he Ambassador because 
I thought you might underst and me better, you see? 

Yes . 

I thought if you have not already done so I suggest 
that you send for the cor respondent of t he Peti t 
Parisien • ••• 

Be ' s coming to- day, yes. 

••.•• and let him tell you jus t what happened in 
my Press Conference, yo~ see? 

I see . 

Because I had him here, you sec? 

Well did you r eceive the message I gave the 
chauffeur? 
I just have i t here . 

never 
Because the Aobas sadoJi saw l4r . Denoyer 
yesterday and be did not mention the 
your conversation a t all . 

Vlell Mr . mmoter said that here . 

What? 

He said so her e publicly . 

Who sai d so1 

till 

The 
had 

t ative of the Petit Parisien said he 
~:~~~s~scussed with the Ambassador •..• 

Regraded Uclassified



8: 

a. I!.Jr: 

H: 

H.M.Jr : 

R: 

B.li.Jr: 

1!: 

B. II.Jr: 

B: 

H.M.Jr : 

ll : 

H.U.Jr: 

B: 

H.loi. Jr: 

H: 

H.M.Jr: 

H: 

I!.M.Jr: 

- 2-

Oh, did he say that? 

Oh, yes . 

Well then why did he invent that telegr aph? 

Be did - he read us the telegram. 

33e 

Yes, of cour se, he did - he di d but we could - the 
Ambassador is goi ng to tell him that he has no bus i­
ness to wire to Paris on such important matters which 
i s very 

Well his telegram didn't say. He read us the telegram 
here and gave me a copy o~ it. 

I see. 

And i n his telegram he did not say what the paper 
printed. His telegram was al l right. 

Oh, I see. Then it was in Paris that it was - ah .... 
It was in Paris and this gentleman is- was all right­
that ' s what I ' m calling up for . 

Ob, I see. 

And he very - he gave us a copy of the original 
telegram and be said nothing in the telegram •icb I 
could take any objection to. 

In other words, the putting on was - met with your 
approval after your conversation with the Ambassador. 

Entirely. 

But it was transfor med in Paris . 

It was different in Paris. 

Ob, I will send that to the Ambassador right away. 

And tell him that this man -
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B: 

H.K.Jr: 

H: 

B. lo!. Jr: 

H: 

H. II.Jr: 

8: 

H.W.Jr : 

1!: 

- 3 -

33 
At the same time Kr . Secr etary as long as you're 
on the t elephone I can give you full assurance on 
the part of the Ambassador t hat he ' ll never discuss wib 
anybody tle terms of his conversation with you. 

Well , I'm sure he didn't. 

Because you know particularly well - we real ize as 
well as you do t he importance of confidence between 
you two. 

\if ell .. ... . 

And you may be assured t hat M. Bonnet never said one 
word which you yourself would not have beard . 

Well I ' m as sure t hat he hasn ' t and • •• •• 

We are going to check up 1n Paris to see what happened 
t here . 

Well whatever happened happened in Paris. 

All right , thank you so much, Kr. Secretary. 
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n . ~· . Jr : Hello 

warch 4_, 1937 . 
12 : 17 p.m. 

338 

Qper~tor : Dr . Feis . Go ahead . 

fei~ : 

P •• Jr: 

F: 

!I .• .Jr: 

t : 

ll . '' . Jr : 

l : 

n • . r r : 

. ' I .J r : 

" : 

1 . 'J . J r : 

ll . ti .Jr : 

F: 

H. t• .J r : 

Herbert . 

Good morning . 

Good morning . I just reed your memorandum and I 
just called !Ar . Henry back. 

Yes . 

I want to tell you whet took place at cy Press 
Conference . I t was r ather unique . I had this 
representative of the Petit Parisien here .• • .. 

Yes . 
• ..•. and to our American correspondents he read 
the copy of this cable - h~had a copy of the cable 
and in that cabl e he said nothing to r1hich I could 
take any objection . 

I see . 
\.batever done was done on the other side. 

That ' s mighty interesting • 

knd we made a photostat of his cabl e . 

.lould you send us " copy? 

Ah - yes . 
I - I think i t will amuse everyone very much. 

I wi l l have - see t hat you get a copy . 

Thanks . 
And I called up ~ll' · Henry t o tell him that I want ed 
t o as sure him that wha t t his man had sai d t hat we took 
no objection to it and his cable was all right . Of 1 
course - ah - and all I' d have sai d was h"d ~~~~~~ 
whet he bad in his cable, namely, that we' d ~et, a 
a very f r i endly discussi on and th3t we a ssured 
Ur . Bonnet that America bad proved i t S friendship 
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,.. . . . 
'! . I.I . J r : 

~ . 

. -.. . • .J r : 

-. 
!l . •. Jr : 

l : 

H. !j . Jr : 

F: 

. . I!. Jr : 

· . ' . J r : 

~ . .. . Jr : 

F: 

!i. •• . Jr : 

t' • . . 
n . JLJr : 

... . . 

- 2 -

for France in the past and would continue to do so 
in the fUture always r emember .Lng that v1e had to 
live u p t o bot h the letter und the spirit of the 
law. Hello 

Yes I •m listening . 

And that •s what they took . 

I see . 

And that was vihat I told Donnet . 

Of course. 

But as f a r as 3onnet i s concerned he ' s all right 
and as far as the r epresentative of the Petit 
Parisien he ' s all right . 

Good . 

And whatever took place, t ook place on the other 
s.Lde . I told t hat to Henry. 

Good . 

And he was , of course, tremendously pleased • 

Good . 

Zo that was t hat . 

Fine . 

Now I asked Mr . Mal let to come here at 4 : 30 to give 
him a fur~her ansvrer on his cable. 

Yes . 

And i f you could be here I ' d like it . 

I' d like to be t her e . 

Ri ght . 
Right . I've been thinki np . You got me s teaced 
up yesterday morning . 

Good . I wanted to. 

33~ 
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I' • .. 

H.M.Jr : 

f : 

., . . . 

- 3 -

I 
And in a couple of days I may have some formal 
idea. 

All right . 

Right . 

Thank you. 

Thank you, eenry • 
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( 
B.ll.Jr: 

B. Merle 
Cochran: 

H.M. Jr: 

C: 

H. ll.Jr: 

C: 

H.AI.Jr ' 

C· 

B.r.t .Jr : 

C: 

H. l4 . Jr: 

C: 

H.II.Jr: 

C: 

B.lf.Jr: 

C: 

H.loi.Jr: 

C: 

B.M..J'r: 

Cochran. 

Bello Kr . Jlor genthau, yes. 

Karch 4, 1937. 
12:32 p.!ll. 

34J. 

I'm not on the diplomatic channel so I'll jus t be 
fact ual. 

I - I don' t bear you. 

I 1m not on the what they -on the secret channel ..... 

I understand. 

••. ,and I wanted t o tell you that this morning a 
dispatch was cabled here which was supposed to run 
in the Petit Parisien •••• 

:l es. 

• ••• in which I was supposed to have said to Bonnet 
that we ' d give them unlimited support. 

Yes . • 

Well I bad the Washington correspondent in from 
the Petit Parisien •••• 

Yes • 

•••• and be showed me a copy- original copy of 
his cable • ••• 

Xes . 

••• • and 1n that cable be said no such thing himself .• • • 

I see • 

••• • and wbatever misunderstanding tbiooktplace, took 
place in Paris and not here in Was ng on • • • . 

I see • 

• • •• and I wanted to make that plain. 

I see . 
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a.».Jr: 

C: 

H.M.Jr: 

C: 

H.K.Jr: 

C: 

H.!II . Jr: 

C: 

H. M.Jr: 

~ : 

H.:.I . Jr : 

C: 

li .M.Jr: 

C: 

34::: 
- 2 -

And l t alked twice t o the French Embassy here and I 
ha~ ~n t~e Paris correspondent of the Petit Parisiene 
an e s owed me his cable end his cable contained 
no statement that I offered the French unli it d support. m e 

Well the - the - have you seen m¥ c eble yet reporting 
the - the - the story which the Petit Parisiene carried? 

No . 

I sent that a t 1 P.M. 

Well • e 111 get it most likely tomorrow. 

Well it ought t o be in before that. 

Yes . 

Because the Petit Parisiene story wasn't as broad 
as you indicate. 

Well that's the way the United Press carried it. 

Oh, no - no - no . It just has this: •The American 
a uthorities ar e once more following closely the 
financial and monetary situati on of France . The 
policy of the three gr eat democr acies inaugurated 
by the tri-pa rtite agreement of last September is not 
an empty word t o them as t hey are pr epared t o do their 
utmost to assist France i n its present d1ffic~ties ." 

Ab-ba . 

"!.I. Korgentnau, American Minister of Finance, gave a 
oefinite assurance of t his to Y. Georges Bonnet, 
upon his visit of courtesy at the beginning of the 
week but what can the American government do? Its 
good will is limited by l ew which considerably 
reduced its possibility of action." Now t hat' s the 
main part of the story. 

Well 1 had a Press Conference and we went into it very 
carefully and the French r epresentative read publicly 
his cable here, see? 

Xes sir. 
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( 
B. II.Jr: 

C: 

B. M.Jr: 

C: 

B.M.Jr: 

C: 

B.ll . Jr : 

C: 

B. M.Jr: 

C: 

B.M.Jr: 

C: 

H.¥ .Jr: 

C: 

- J -

To the American correspondents. 

lles. 

34J 

So I guess it w~ll all be straightened out. 

Yes, well have you had the other cable I sent this 
morning? I sent one a t 12 noon giving you v ery 
definite figures ..•.• 

No . 

•• • on the Treasury situa tion of this country •• • •• 

No . 

.• • that there ' s not going to be anything in payments -

Any what? 

Any big receipts. 

Ah-ha . 

llou asked tha t question yesterday. 

No, that will all • • •• 

Yes, I was just down seeing the 
half holiday, you see •.••• 

this is a 

H • .II.Jr: Yes • 

C: 

B.I.I . Jr : 

C: 

H. ll . Jr: 

C: 

H.M.Jr: 

C: 

H.ll.Jr: 

• ••• • and so the market closed at noon a t Paris. 

Xes , I knOW that. 

The - the pressure was very heavy here • • ••• 

Yes . 

ti d at London this afternoon. •• • con nue 

Yes, we know that . 
I Just came from our particular friend at the bank·· · ·· 

lles. 
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C: 

B.JII.Jr: 

C: 

H.M.Jrc 

C: 

B. li! .Jr: 

C: 

B.M.Jr: 

C: 

B.M.Jr: 

C: 

- 4- 344 
. . ... you see? 

Yes. 

And they 're all manners of rumors here - you may have 
seen them i .n the Press. 

Yes, '"e have . 

And can1 t concede any of them yet -not a one. 
The infOrmation - the - the - the idea which we had 
about the time limit is conservative, if anything. 

Ah-ha. 

I see and I • m fixing up a cablegrlll!l which we 111 get 
out in just a little While now. 

Well thank y ou Cochran. 

Yes, tha t's about all now. 

Goodbye . 

Good night. 
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P.f.R.U>HR.t.SI OJ' HLmR.UI REOI I'BD 

J'ROM: Alaerioan J:mbaaay, Pari a , rranoe 

DATE: March~. 1937 , noon. 

1110 . ~ 302 FROM OOORJU.I. 

The J'rench Treasury' a 81 t uation as of the t hir ty-

345 

first of Dec .. ber, 1936, abowa aaeate of about 18 billion 

franca, and about ~7 billions in liab1litiee. The Trea~• s 

a saete include (a) about 9 billion trance in items which 

theoretically are repa yable at abort notice such ae: 

about 353 millions to French shipping companies ; 5 billion• 

for armament; 2 b illions for railways; and 735 millions 

t o Algeria. (b) Also included are items totaling about 

7 billions which are repayable at long term, auoh ae: 

1200 millions in loans to foreign goTernments; 2 billions 

to J'renoh banks; 3 billions to railways. 

It is T&ry un.fortunat e f or the Treasury, but no one -

eo far as I am aware - expects substantial repayaant under 

ei ther of the se headi ngs at an early date. The debtors 

it i s well known are baTing a bard time to proTide f or their 

own current needs. The railways for instance can only 

borrow with difficulty if at all according t o an admi eoion 

which Minister AUriol aade beforo Parliament recently. 

A total of at least ~.ooo,ooo,ooo trance would be 

a oon aarTatiYe esttaate of t re&au.ry r equir eaenta O'l'&r and 

abO'I'a the r_.8111le during tu present year. Within the 

na~ fft aontu the a ora ur1•t neacl will pr obably ariae. 

The 
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The Treasury on the firet of April IIUet rei•burae •atu.ring tz 

loans of about s,ooo,ooo,ooo franca- tbia 1s for bonds • 
5 l/2 percents, 1917 to 1937, a.ount ta,OOO ,OOO;and for 

Treasury bonds 4 l/2 peroenta, 1934, 3 to 10 years, amount 

2,922,000 ,000 france . 

officials revenue rro. 

According to recent statements by 

ta%&tion ia satisfactory but it will 

ateoat cortainly fall short of require11111nte by a substan­

tial aaount notwithstanding the eeaaocal increase of tu 

revenue in the late spring. 

It may be recalled, as of further interest, tbat about 

370 billion france is the preeent public debt total. The 

debt of tile Departments and Oo111111unea in addition totala 

40 billions, with 110 billiono for the railwaye. 

END USSAGJ:. 
WILSOB. 

U:Lft 
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Secretary of State 

Washington 

303, March 4, l p.ft. 

FROIJ OOCHRA11. 

GRAY 

Paris 

Dated Uarcb 4, 1937 

Rec ' d 12:05 p .~ . 

Under the caption ".•ttitude or the United States 

to,..ard I ranee" L"l P~IT l'A!US!Afl today carri ed en item 

from i ts Vfashington corl'E)ap ondent dated 1111' ch 3 of which 

follol'ling ts translation . 

34i 

"Tho American authori tic s arc o nco mo r o fo llowing 

close ly tho f1nancial and ruanotary situation of France . 

Tho ?Ol ley of tho throe great democracies tnaugurat~d by 

the tripartite agreement or lnat September 1s Pot an 

o"'pty word to them and they are prepared to do their ut ­

~ost to assist France in ita present difficulties . 

" .. lonsieur Ltorganthnu, American l!inister of Finance, 

gave a def inite assurance of th1a to Monsieur Georges 

Donnot our n 0w Ambassador upon his visit of courtesy at 

tho bog1nn1ng of tho weolc . But what can tho American 

Government do? Its good will is limited by laws which 

considerably reduces its posaibllitios of action . 

·'Tho nens cabled to tho WALL STRv.E'l' JOURJ'AL fran 

P.lris according to which i.onaiour Charles R1St would be 

co llod ( 1'Jil) SECl'I OJI OW".. 

CSB 
WILSON 
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PAlUPIIRASE OJ' SICT IOIS T'IO AND THtU or 10, :'503 
of Karch <l, 1937, fr011 Par h . 

upon by the Cabi net to giTe hie adYice to the French 

Governaent made an excellent impression in parie. Here 

Profeeoar Rist is known as one of the world's leading 

eoono . .tste. In .f.llerican circles he enjoys unanimous 

syepathy and confidence. 

In Paris we baTe a banking balf holidaY today. 

Unoffioial exchange trading during the earning ll&de Tery 

heaTy demand far sterling with B6nk of France yielding • 

.lleo very heavy demand for dollau . There was a rise 

34~ 

in French rentes of around 2 frenoe . Strong French aharea . 

Uany rumors on market of which I mention the following 

as being the most ge.neral: 

(l) There will be definite stabilization of the 

French franc OYer the week-end at the rate of between 

105.15 and 107 to the pound. 

(3) The rrenoh will lift gold reetrictiona. Tboee 

who baTe not yet co~lied with present gold regulations 

will be abeol't'ed trom the penalties of the regulatione. 

(3) The QOYernaent h&e apin consulted saudoin •• 

to a euoceseor for the post of OoTernor of t he Bank of 

J'ranoe and the most likely candidates are now coosidered 
• 

to be Baudoin hi.Jiself and QUeen&Y • 

(<l) There 1e no aoney i n the French Treas\al'• 

(5) Variou.s experh ~e been coD.BUlted by Blua, 

and he hi• elf •Y take obar&e of the ftnaDOee of the 
counuy 
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oouatrr without definitely dropping hie present K1niater 

of J'inanoe. 

(6) Some more important &dTisorr poot will be g1Ten 

to Professor Rist. 

At 3:45 this &fternoon I haTe &n &ppointment &t the 

~ of J'ranoe to see how 111110h of the &boTe ruaore c&n 

be oonfiraed. I will c&ble age.1n this euning after my 

interview. 

J:ND OF MI:SS.t.GI. 

WILBOll . 
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Present : 

L!r . !lallet 
l!r . Tey lor 
Dr. Fe1s 

!.larch 4 , 1937 

4: 30 p . m. 

Hll ,Jr: Two thing£, I n the t1ret place, I thoug.ht 
I rould ex~la1n to you. I don 't ~on whet her the paoero 
ot!J have sot:'~t.h1ng about whC't I ll'a8 supposed to have se.1d 
to ~. Bonn~t when he was here . 

Ur . !.:r.lle t : In today 1 8 pt>per? 

35.:. 

!'!.!, Jr: Vfhat happened wao t he l'lash1ngton corrcs,>ondent 
of the Petit Parisien sent a cable over which I saw today 
~nc which r as a ~erfect1Y straightforward cable which e1m;>1Y 
~>a1d we met and talked and l!lll.de frltm lly gestures to each 
:>ther . Then comes a United Press dee;>e.tch in which 1t 
said that I had given "unequivocal asburances of f1nanc1nl 
assis tance". Well , I had ea1d no such t hing e.'ld the cor­
respondent was here and he had b1G cable -- no such language . 

11r. Uallet : That was published 1n France? Or did 
1t ~,?eA l' 1n the ~apere here? 

HU. J r : According to a tele,>hone converse. 1~n which 
! had w1tn Paris , lt was no ~ubltahed 1n France that wey. 
But the United Press s~vs 1t r a e. I spoke to ur. Cochran 
in Parts . He said it did not read t hat way , but based on 
tne so- called Uorgenthau etatecent they ran t he rentee up 
two pointe . All that I told ur. Bonnet -- I made very 
pleasant gestures and told h1m, of course we would continue 
to assist France as long as we could do eo both within the 
l etter and the spir it ot our law. 

Ur . U~tllet: Yes. 

HU ,Jr: ~h1oh 1s qui te different from •unequivocal 
assurances of tinanc1el assistance• and I reallY #Ould 
like you to tell your people that somebody , socewhere, 
somehow, has ver3 definitelY tried to twist what I said 
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and di<in ' t say . I wouldnot be stupid enough to say it . 

!lr. l.lallet: No ; qu1t.e . 
t he paper here? 

But did this appear in 

HtLl:.r.: 11ell , it was on t he United Press t.icker 
service-ann it c~e out that way and then I had a press 
conference and l et the French correspondent personal ly 
read to t he American correspondents what he had wri t ten 
and it was quite different. ' 

AS a matter of fact , if you care to have a copy of 
his d espatch 1t would not take very long t o give you a 
copy. would you like to have it? They have laid so 
~uch importance on it, I will give you a copy of what 
t he French correspondent did say . 

Ur. Uallet : I thin~ it would be useful to have on 
record. 

Hti ,Jr: TJ1at • s what I wanted it tor . 
t hM ! 

So much t or 

353 

The other thing, t he quest i on r:hich L!r. Chamberlain 
raises , as to whether we are in favor of free gold or not , 
I pers~nellY don't -- I mean, it makes very l itt l e differ­
ence whet I do think at th18 particular t1me. VIe wouldn 't 
tell the French, in any event , whether we believed 1n lt 
or not. see? 

ur. Uallet: 
il"l favor? ''That I 
we 6hould tell t he 

You wouldn ' t tell the Frencn 70u are not 
t h inlt Llr . Ch8mberla1n is se.ytng is that 
French J ointlY . 

ffli ,J r : our pattern 19 different . What ~e follor.ed 
here was to t ake all the gold priva~lY hel d and1t worked 
here Whether t hllt would T:or k i n !"rlf"Ce , I don ' t know and 
v en" if I vtas i n sympathY Ttlth t hat , at t hi s particular 

t i me I would not YJrite out a tormule . 

ur . Wtllet : No . 

HU,Jr: For the French. 

ur . Uallet : Yes ; qui te. 

HU.Jr: ts that clear? 

you soe? 
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Hr. Hallet: Yes; quite. 

HU.Jr: I don't l aY any stress on it in any event. 

Ltr . Willet: Does tllat mean t hat you ~tould rat her 
thPt we di dn 1t tell them either? 

!'ll, Jr: No . 

354 

t~r. !.!1\llet: You don 't. ml.nd 1f we tell them til.at 
i t' our Treasury sort of il.ankere after that. -- I don't kno-.r • 
i n the leaGt. what t hey want to do . 

HU. J r: The only t hing we can Join you in i s we are 
ooth ln coopl ete accor d that i t' the French ask us cay they 
dev~lue a further 9% wit hin the Tripartite Agreeoent, both 
GOvernment s are 1n accord . I don 't want to go any further 
than t.ha t. 

Ur . Uullet : Yes ; quite . 

HU.Jr: And the other matter 
psseed laws and under t hese laws theY 
a ll of thle gold. 

after all, they have 
are supposed to take 

!.!r. Unlle t: Yes . 
HU,Jr: nor can -.re tell them t hat they s houldn 

1 
t. 

see what I oean? 

llr. l.lP llet : Yes . 

HU ,Jr: Under their decreee. 
Under their decr ee they are supposed to ,,r t'e llet •: 

t.~lte 1t all. 

HJ.! .J r : Yes . 
And you and I BAY 1hey shouldn ' t . 

ur U!l.llet· I suppose what i t. would be reallY woul\ 
be a criticism of wha t the Treasury was suggesting, ae muc 
as to say you were t ools to do i t bef or e · · · 

HU Jr• I don't want t o suggest tour. 
what he ~ho~d or shOuld not do , but I would 
Join h i C in it. 

Chamber lain 
not want to 
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l.!r . L!Rllet: I t elegt>aphed him what. you wer e t nl.nk­
lng last time a nd we have had nothing further ! r om London. 

HI.I ,Jr : No . I left 1 t sort of open and fl-ankly I 
had a chance to show thl.s cable to the President . He 
also !eels that 1f we were going to make any suggestions 
that the pattern that ~e followed has been successful for 
us, but to suggest to a country t hnt she should cancel a 
decree and reverse her self - - we don ' t. want to do that. 

l'r. ~llet. : Yes. 

HI.I ,Jr: You see? 

~r . Uallet : Yes; qui t e . 

~: Because if the French cace t o us and said, 
' What , iiliOiifd we do?•, we would say, ' l7ell, carry out your 
decree and t ake all the gold.' That i s , if they asked us . 

Ur . URl let : Yes . Yes . 

Hl.I ,Jr: So on that point, a s I Sfi..V, I don 't egree 
with ur. ChRmberla1n, but I don ' t l ay any s tress on it . 
Before I go any furt her, do you want to add any t hing, 
tzerbert? 

'· 

or . FelS: No , sir. 

ftb .Jr: All r ight so far? 

Dr. Fe1s : I w~ollY agree. 

H!J, Jr: \f~Q"ne? 

Ur . TPYlOr: All right. 

HU ,Jr: PleRse , either of you . 
I whol lY agree , wit hout t•eservat1on. 

or. Fe1B : 
HL!.Jr: You mlgllt say t he.t the 

1 
combined Adl!l1n1str a­

tlon f eels this way about the matter. 
~·her thtn~ -- your people know 1t 

!low, the onlY - v . ... od ( th Bank 
aa well as we do - - you did $6•000 •000 t ay e 
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of E~land did) and we one and one- quarter mill ion 
eo 1t e about the same . In franca . And we had a 

Sterling, 
bad day . 

Ur. L!nllet : They cnme in f r om France? 

ffl! ,Jr: No . We had t o buy 1; million sterling and 
y ~u people had to buy $6,000 000 dollars It j ust eo 
h~;>.>ened t hat t hey a re about ' the same . ·But bot h t he B k 
?f England and ourselves had a bad dii,Y . That • s n~ new:n 
out 1t lo Jks -- the signAls look ae though this was golng 
to be the week- end. 

nr. Unllet : The storm s ignPlS. 

Hll ,Jr : Yes , I would certainlY say the store signals 
are going u? today . I wanted to tell you t hat and I do 
nope that !.lr. Chamberlain will l ea1·e hie week- end address . 

l.lr . !Jal l et: Yes , I hope so . 
unstnfted over t he week- end. 

They l eave the Treasury 

HJ.: Jr: No, I e.ro seri ous about that. You can put 
l t as pot itelY as you want , but don ' t miss t he point , that 
somebody 1~ho can make a declSion be ave1lable . 

!!r . !.lallet : I should have no doubt there would be 
soneone . 

HU , Jr: now, Dr. Fel£ . 
Dr. Fels: ~his t hought occurs t o me . Suppose - ­

Just mentioning it, if you see anything in it that you 
~ight want to include in the co~~unicat1on . Suppose 
clrcumstpnces drove the French into e~ne ! oro of control 
ir••eo.,ectlve of ~thether they want to do 1t or not. Then 
I think the important point, certq1nlY !rom t he Depart ­
ment ' s point of view , will be that that control by limited 
to capi t ll l and gol d moveoents and i s not t urned lnto an 
exchange control dealing with trndo movements . 

Hg.Jr: ~nat ' s s l ovelY ~ish . 
Dr. Feis : ~ell, I ~on ' t think it lB s t ell an 

i mpracticable wish because, as I understand t he French 
objeot1

1
·ee , t heY would not haVe nDY wl&h t o interfere 
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with ordinary trade oper a t ions . 

HlL Jr: No . 

Or. r ete: I t llinlt thnt ' a fairlY clear . Their 
mission seems to be r unning the ot her way -- their desir e 
to bring down pr ices . 

HII ,Jr: What have you got in your cind? 

Or . Fete : I would have in the beck of Qy ctnd al­
t .. JU.;.h it cay oe precature to d18ouas it, th~tt if th~ 
day anould come when the French say ' We feel that we have 
~t to impose cer tain control over t he covementof foreign 
exchanges , 1 that either befor e t hat t lme we should have 
1nd1cr.ted t o them or at that tice prompt~v l~dicate to 
them that what I have j ust ex9reesed . .. . . . 

H!.l ,Jr: Now, Her bert . TR.lkl ng here -- 1n the first 
place, I don 1 t know 11hether you kno>~ , or not , but l ast 
week I snw the Ambas sador himself pnt\ asked nim v:oul d he 
PlH\&e ellnd a message to ur . Chambt~rlR.in whet her ther e was 
Bnything he or I could do t ogether. That ' s number one . 
!lumber two : when ur. !.!allet was here , a coupl e of days 
ago , I reminded him that I had not received an answer. 
!f you don ' t mind my saying it , I don't wr.nt to go any 

furtner than that . 
!Jr. Ual let: I expect we •·111 eet ~n •. r.s\\er. 

pr. fels : !lo , I Clid not 1.h1nk yru. would "ant to 
~nolude tha t 1n this coccunication. 

Ht! ,Jr : And the other polnt is , I have ~een ~eticu­
l ous not to discus s any t hi ng but money f1•om tnis cil!li r . 
I have been ver y meticulous . 

Th
en I can t el l Y..ou this : t he r eason I 

or . rcis : 1 d ( d th 
reel-- >~hen I was i n Paris , l ast Uny , I carr)e! an i den 
what was 1n mind was t he f1ret Fr ench or i els carr e 
1net1·uct1ons f'r om Ur. Hull whi ch I then gave - - ae a,. mat ter 
of fnct , to Bonnet, who was t hen Acting U1n16ter of v Oill­

oerce , cover ing J ust the ground I have summar\zed to you 
now . now we can do it again . 
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H!.l.Jr : You can do it with Bonnet . 

Dr . Fe1a : You can d:> it with Bonnet or in Paris . 

Hl1 , Jr: You can do it e.ny way you we.nt but I th1nk 
r.fter you think it over I think you will th1~ that I very 
definitely should not . 

358 

!>r. Fe1o : ! egree it doee not fit in this co~unica-

tion . 

HU,Jr: !t does not fit and ! hope ~allet ~111 not 
do anything at t hie time . I think the reas~n ur. ~ull 
1£ more than sati sfied is th$t I am eo ver y careful -- I 
never talk or send anythiP.B except strni~~t t1nanc1ng . 

Dr. Feie : All right. 

HU ,Jr : This parti cular session should not include 
t.hl\t . I f l!t' . Hull wants to send for the BritiSh Al!lbassa-
dor or t.he French Ambassador and send t bnt kine! of a 
measn~e , or through our Ambassadors , that ' s something 
different . 

nr. TPvlor: It' e p!lrt o! the monetary picture. 

HU,Jr: Now , listen . Do you mind? This is one 
time I em 'l£ry definite . I don 't want to mix •• .. 

Dr. Fe is : I t hink it • e sooethl.n& :.:r. :lull end you 

would want to tal~ over. 
HJ! ,Jr: That's all right . I! he we.nts to send tor 

t ho British Ambassador end send a mcoaacc JointlY , I would 
be delighted t o co~e over , but where I am acting as Secre-

tary of the Treasury . ... . 
or. Fe1S: I began by saying you would not wsl'l t to 

include it in this message . 
ffi! . Jr: I woul d be delighted t.o come over ar.1 

the secretary and send a Joint message , but I SS$in 
ete that I have been oeticulous about !lY messa&es. 
have a l l been straight f i nance . 

see 
r eiter­
They 
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Taylor: We are complet ely in agreement. I t d?ee 
not have any t hi ng to do with thi s particular ocssage, but 
when a fellow has $15 . 00 . You are deciding what he does 
r:~th tho $15 .00 . It ' s pretty ho.r:1 to say which 1s mone­
tcry anu whlch one 1e t rade because you can ' t separat e 
them. 

3&9 

~: That's all right. But th18 isn ' t the time 
or the-priCe . But I thtnk we will all have to be on 
deck for the next couple of day& . Tn1s thing here is 
another United Press statement which cace in at 2: 12 . You 
o1gct 11<c to read that . 

wonder what time the President of France has been 
boing to bed recentlY? 
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HllJr: Hello 
Treas. 
Operator : Mr . Knoke, sir . 

HllJr: Bello 
L. W. 
Knoke Y81 1 llr . Secretary . 

HUJr: Bello, Knoke -

K: Yes, sir 

iillJr: How are things going? 

Tlnlrsday 
March 4, 1937 
4: 35 p. Ill. 

K: Well , we've bought so tar a total of a million two 
hundred and sixty-five thousand pounds -

BJ4Jr: Yes 

K: The market was five sixteenths 

H11Jr: Yes 

36o 

K: - offered; then we bid five sixteenths and couldn't 
get any more. Now we are bidding three eighths for 
small amounts as, I think they got twenty-five t housand 
pounds. 

llliJr: I see. 
K: My thought was that we would t ry at the close to bid 

it up a little. 

!il.IJr: I see. 
and 

K: We are still,/even at this level of three eighths, but 
we can convert it to gold at thirty-four seventy-five 

and a half. 

H!AJr: I see. 
Which still, I think we should do it . We should bey 
sterling at this leTel. K: 

Well , that ' s all right. 
verY 

It IS been a/heavy <iay • 

liliJr: 

K: 
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H!!Jr : 

K: 

llllJr: 

K: 

HllJr : 

K: 

HlJJr : 

K: 

BIAJr : 

K: 

Rl!Jr: 

K: 

iil!J r : 

K: 

-2-

Yes 

Things look very glOO!IIY . I spoke to the Bank of 
England around noon time; I just dictated my 
memorandum -

Yes 

They said at that time they had done six mil lion 
dol lars and that was an enormous amount for the 
dollars as well as for guilders a s a r esult of a 
flight of capital froc France. 

They did six million doll ars and we did a oillion 
and a qua.rter? 

Yes, that i s about the same 

Yes 

As a matter of fact it 1 s remarkably alike. 

Yes 

But, they - I think they are quite gloomy 
they are very definitely expecting something to 
happen over the week-end . 

Well, that ' s nice . All right. 

All right , sir. 

Goodbye. 

Good day . 

3SJ. 
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JROK& Aael'iO&n llllbuey, Parh 

DATEl Karch '• 1937, 6 p.a. 

I rete to the final eent ence of ay Jo. 303, 1 p.a. , 

today. It wae DOt poeeible f or the friend I aaw at the 

Bazik of J'ranoe thb afternoon to contira the r1111ora which 

I 1ieted in ay aeeaage. lone of the GOYernor'• aeaietante, 

not eTen the Under GOYernor, are being kept in!oraed aa to 

the Go.ernorta current conTeraationa with Blua and Auriol, 

ay fl'iend inforaed ae. I waa infol'lled by ay contact that 

, DOt any would refute t he report•, howner, (a) that the 

atabilization fund ia in bad ehape, (b) that the Treaeury 

ia .-pty, and (c) thd Labeyrie auet go. 

There waa a terrific deaand f or sterling here t hie 

aorniq and the deaand continued ~· a.tternoon on i;he 

London aarke1;. The Bazik of J'rance haa gained a.pprox1-

aate1y 100 IIJ.Uion trance of gold fro• Spain Iince 

J'ebruary a•. Soae of t his oaae Iince ay telegru of 

J'ebruary 36, which contained figure• on t he funde hold­

inp. 'fhe tiDal inai;allaed of the London eterl1D8 

oreclU baa Hen goiq quickly. I wae told 1D t he 

atricteat confidenoe thai; if i;he pace of the laat three 

4aJa ie kept up, the eseroiao of the fund cannot laet 

far another week without drawing on the bank aga!Aet 
J'ruce 
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J'raDOe for gold. Thus, at the BaDJt of France, although 

the teohnioal aen do not know what the higher authorities 

have in •ind, they realize that it is only a matter of 

days before there will be a real orisia. I have just 

f ound out that there will be a special aeeting of the 

Oounoil of Ministers t omorrow. BaUJ1i8.rtner, incidentally, 

is being 11entioned now ae a poss ibility f or the position 

of Under Governor of t he Bank of rranoe. 

The follaw1ng Reuter oablegraa fro• Jaahington 

appeared in the LOBDOJ TIWIS t odaY& 

•the new J'renoh .AIIIbasaador in Washington, Monsieur 

Bonnet, today informed reporters that he intended to 

open war debt discussions 'd th the Govel'lllllent of the 

Un1 ted States. He also said t hat t here were other 

'equallT illportant ' questions 1n the econo.ic f i eld t o 

be diecusaed. • 

The J'ebru&rY 36 stat•ent of the Bank of rrance 

showed no change in gold holdings and no change 
ill 

&4Yanoes t o t he Treasury. 
I!ID OF WISSAGB. 

WILSOJ 
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JaG~& a .._1 .. •t~uq, .. _. .. 

Mila an~a '• 1 •·•· 

J0a fl•t"URT .. OM IUftDIOJd'l . 

I 1 ... -. folles',., ..._ oaa41Ucae of evt.n­

... eaat1••••· 11'• oouoee •1• '-• pro.• 1a tU 

,.n •enr roUPlea 

1. ftat us usee ue ial-t~olq fo~ated ~ t~te 

h•tll •U.rlUoo, ue hoaoll filM lll&n• Me& r .... M 

to a ••he1 flpn "' tile ._stu' dra1a of a lllllt.d 

to • .nuar• ... • lll&lf •• net. 

1. n 1e tll..P' , ... , tile aealllll'• will " 

•• , .. eo eoca eo poealtllo ae4 will 1aol•cl• ~• f ol-

lOIIrlaia 

(a) r.tllU Gawlaf oe tllo -.at of J'IUOo to 

ber ... tllo pU 1'...-... of tllo ft'_.. ha4. 

e-> ._. .nella-' of eapeD4ltu• "' J' .... uoa 

&a-··· (e) .. -..u.-oe• of ea., .. , for •• aold .ull•' 

&a tllo ..... tlll&t leU of ,.._.o will • 1o1d '' tllo 

...... •al••· 
(4) ·--·- ,..a1 .... J' .. o• ..... ,... 

., .. 
t1te ... of .-o neaMUtr &a tile ..-.u .. ., .. 

., "'4 ...... 
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tu ...... t.a. Ia •"•"" '"• .., .... ,..._ 

U,.Ml&U• la ~· ft1u of tu lhM ,....._ lu 1op1 

U.•lt w• a .-1041 of \l.M. 

a.. le al• M~ u ....... ~ ._lnMll\J of 

om .. lac a tn.. 1- a\ ~ ... \lila, wl~ la\eron 

,.,.no al.a. la fl-... e, .. u.ua or •'-11•, or •• 

fz&M ..-t•al•\ of ol~• •nan or 1\G'U ... llfore 

.., _. uU• l• •u• •• ar1u• ... A8er1oaa ao.­

_,. W'lll M eanl.\041. tu lua, •pg•Ur, 11\1 

•-1M• \lao ,....... wl \Ia ••• oft11\ of \u do'-laa-

U• of .-. .., ... , \1 11:1., \la1 pr11oo\ 11911 '111 

pd .. U11 ......... UJ ~1u\ \lao poii1'1111UJ of Ue 

tal1ua \o u •· 
II14aWI 

••• 

3C5 
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LXCLRPT FROY 9 : 30 KEETING OF MARCH 4, 1937 - Phone Conversation 
.. 1til the President. 

l! . li . Jr : 

F.D. R.: 

H. t.I. Jr : 

Hello (On phone) Hello, Uac? - - Oh . - -
Why , we just - the neRs is tha t Wr . Bonnet is quoted 
as sayi ng, from the ~ ranch papers, t ha t I guar anteed 
the French unequivocal assurance of our suppor t ••..• 

Yes . 

• •• • in the Peti t Par isien . 

r . ... . R.: Yes . 

H. !.I . Jr: 

:.o.R.: 
l! . la! . Jr: 

LD. R. : 

H. :.I . Jr : 

r . D. R.: 

H. II . Jr : 

And I thought toat &t lv: )O I would say - not call 
~own Ur . Bonnet but call down the Petit Parisi en, 
see? 

And the other thing, th&y ~ve called a oeeting of 
toe Frencn Cabinet to discuss the further devaluation 
of eignt percent, see? 

A11d the thi ng - I di dn' t ask for you, you :mow, I 
t.sked for Mcintyre . ··iha t I wanted to s ay to 
Ucintyre was ... - Well , I ' d just as leave 
say it to you, sir , but I asked for Mci ntyre -
you might tell him - tha t we sent Latimer over there 
tile night before lhst - if you will remember, I 
s poke to you about it - with the i des of getting b 
telegr am out explaining that the Government had not 
committed themselves ...• 

Yes 

.•.. to thi s thing . 

Yes 
And I ' d like llcintyre to release 1t if j 'OU approve 
of it . 

Well, I ' ll give it to Uac . 
(Uclntyre t akes phone) 

Hello? _ Yes, Wac . You know, I a sked for you, 
I didn ' t ask f'or the boss . It 1 s on t bis tele~ram 
that Latimer wants t o get out . dent- b~~sthismtlme 
a l ways glad to talk to t~~a~:~i (Co~versa;tion 1'1nished) 
I wanted you. 
Now, is tha t frank enough - "1 ' m alwa)'S glad enough 
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Roche : 

l! . ILJr : 

Oliphant : 

d • ..l . Jr: 

:.!&gill : 

G::.s ton: 

H.M. Jr : 

Roche : 

H . l.l. Jr: 

i.!agill : 

H. :.I . Jr: 

llagill : 

H. at . Jr: 

Boas : 

H. M. Jr: 

- 2 -

to talk to the President, b t thi you"? u s time I wanted 

Tha t ' s good . 

I had to do some awful fast thinking . 
wheezy . 

I •m a little 

Fast working . 

Ylhew ! Luckily , I hc.d th& t thing in front of me . 

Just as well off . 

or course, you could have asked what he was going 
to have for lunch. 

Please give me a good mcrk for mental gymnastics . 

That was the 4uickest thing I ever sa1v . 

My headache ' s gone . I ' m a little faint . 
don ' t ge t - I was prepar ed for Mcintyre . 

About t7lO seconds it took, didn ' t i t? 

What? 

To shift from Latimer to Bonnet . 

I mean you 
IVhewl Boy l 

Well, I mean I couldn' t - I think I did right by 
our Nell, but ..•. I think th~t Mcintyre must 
nave ~own what was coming and put the President 
on. 
Well , maybe he was already in there and tlle g·irl 
said you wanted to see nim before be talked to the 
President and so ne took it in there . 

No,. I think he said, "Let me t alk 
find out what ' s happened t odcy ." 

to Henry and 
See , t ha t ' s what 

happened . 
HoN would I have felt if I hadn ' t t hought so fast ? 
But at least get this t iling anyway - I•ve got 
another department in mind - when I start something, 
! see you boys through . 
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Magill : 

Gaston : 

Lochhead : 

H.U.Jr: 

Lochhead : 

H • .1.Jr : 

- J -

You certainly do . 

Just one thing - that Latimer didn ' t go on to 
send arty telegram. 

Oh well, we can put 1t this way - the telegram 
that Mr. Latimer wanted to send. 

What? 

I say you can say the t elegr sm Kr . Lati mer wanted 
t o send . 

I didn't dsre make a record of it. 
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