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Blldget 
I'DR ....,randlla to heads ot e:uouthe dap&rtllenta, 

et oetara, aekJ.nc tor oar<ttul BurYey ot expenditure 
requir-ta tor r-in1ng ooootha ot thoal year 19.37, 
with a rtn t o •king substantial aartnc by ella1nat1ng 
or deterrin&: ell expend1turea oot .beo1utely neceasaey 
at this tt-.1 ra..nuea tor preeent t1aoal year w111 be 
•ter1a~ leaa than aaount eet1ated 1n budget ..,ssage 
ot la•t J&Duary- 4/7/J7•• ••• •••· ••••••••• •• ••• ••• •• • •• LXIII 19S Buaineaa CODdit iOGa 
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China 

For re1111811 ot oonYeraatiOGa between IIIIJr and Chinese 
delegation, aee Book LXXVIII, l'&IO• 190 

.Aaerican Flobaal)', llanldng, reports ~ra are rite to t he 
ett ect t.bat lung, while 1n I!Dgland, bopea to obtein 
aiseable 1can tor use 1n South China where there are 
plana tor railway building- 4/6/.37. .................. . 120 
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Federal BeHrn Board 
See &lao Goftl'DMDt Bond lla.rket 
IIIIJr tells 9 •.30 CJ'OIIp he feel.s 110at aerioua thing that can 
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.Aaerican l!'elbaaa;y, LondOD, c.blea of ticker report under 

laahingtOD date-Une• aenral o! largut balllca have 
cabled Loadan acanta, retuain& acceptance of further gold 
oonai~a and &lao ratuaing addit10Gal adYanoea against 
cold 1n traA8itJ ....,.011 1a atrona rwoora that llllited States 
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OoveroMnt Bond llarket 
lOUr briDgs 9•30 group up-to-date on three weeks' work 

with Federal Reserve Board (See Book LXII) - 4/5/37... LXIII 3 
a) At close of conference at HKJr 1 a boce on Friday 

night, 4/3/37, agreuent bee appuent.l-7 been 
reached• Federal. Reserve to begin open url<et 
operations, increase its portfolio, end put in 
$400 aillion worth of gold; Goldeoweiaer aaka 
HIIJr to think OYer putting in $2SO a1ll1on worth 
ot iOld 

b) As tillle paeaea, Ecole s w1 thdrawa 110re and more 
froa this position; f!IIJr feels thAt be (Eccles) 
doeo not hAve situation under control 

c) IIIUr decides be and Eccles should talk to FOR; 
FOR auggeata that HMJr say to Federal Reserve: 
°CoDiJ"8SS cave you the Job ot aanagilli tbe money 
u.rket; :you ben not maintained an orderly 
aarket; therefore I, HMJr, serve notice to do 
sbat Congress baa gi-ren 1011 the power to do, 
IUUie~, to h\11 aDd increase your portfolio 
or the Treasury will atep in e.al take onr the 
Job• 

l) Eccles •tickled pink• 
d) HMJr calla in group at 9 that night snd they stay 

until 11•30 
1) IIIUr •very quietly served notice• 
2) Goldenweiser completel:y agrees witb Treasury 

and at.lcka to bls point 
3) Burceaa c011plete~ silent 
4) llarriaoo contiDuea to pick flews in everything 
S) IUliaaa: •BaYeD 1t you the oourage to wait end 

do notbiqt until the lat ot llay, when the thing 
will straighten itself out?• 

6) McKee absolutely tor it 
e) Federal Reserve comes to agreement next da:r• 

willing to go wbole way 
1) FOR pleased; aaks IIIUr if he told Federal Reserve 

thet once the Treasury stepped in, they were 
there tor lite; HIIJr answers he did not have to 

2) HIIJr pleeaed there'• no break betwean Federal 
Reserve end Treasury 

HIIJr and Burp a a diacuaa iaprovuent in urlcet - 4/5/'J7 • • • • • 19,29 
HIIJr concratulatea Goldanwelser on courage- 4/5/37. ...... .. 22 
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Liquor 
Letter by Olipb&nt, with RMJr'a signature, tran..ttted 

to FORa ti .. oaaaa peodinc before Federal tr&de 
Co-.teaion againat a._ of the larpat dlatillin& 
coapaniea inTol'fin& aooopolletio praotioe of fixinl 
retail prio .. in rtolatiOD of Federal law apinet 
resale price •int.Mnce; Tydinca..ltlller bill, reported 
out in both 80l&Ha1 wollld lepliH aooopollatio practicea 
on wbiob theae caaea reat- 4/6/)7•••••••••• ••••• ••••• LXIII 17S 

Letter prepared by Oliphant and signed by RMJr carried 
to Speaker Bankhead by Heatera Congreaaaan Fllller 
stat ed on noor of tbe Ho11ae, that repreaentatbes 
of liquor induatriu are able, undllly and iaproperly, 
to influence Treaaury' a action in the taxation and 
control of the liquor industry1 Treasury welcoaea 
full in•eetieatloa- 4/6/)7......... .... ... ..... ..... . 176 
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llarcotice 

Thoapaon reporta troa Paris- 4/6/37 •• • •• • .• •• •• ••• ••••• 
Firat report troa lew York office since reorganisatiott -

4/1/37 •• • ••• ••• • •• • •• • ••••••••••• •• • •• •• •••• •••• •••• •• 
Custoaa reportl on aeizu.re of 25 pounde of aorphine at 

Seattle - 4/6/)7 •••••••• ••••• ••••••• •••••••• ••••• ••••• 
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PW>llc Health 

166 

171 

19) 

HIUr diecuaa .. with ltiaa Roche at 9a.30 -tiq PDR 1a 
reeot1on to bill appropriat1ng aooey tor cancer research 
&Dd tor ayphilia- 4/6/37••• ••• · •• ••• •••• •••••••••• ••••• 133 
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Railroad Reti~nt .lot 

For rea.- 2/21./37-4/21/37, -Book LVI , pa.ce 175 
lta&ill and Bell talk our latter for PDR 1a aipature at 

JrOUP aaetlDC (HitSr pre.ant) - 4/5/)7 •• ••••••••••••• •••• 
a) HIIJr ··~s••ta atreaaing taot that ..-.era ot ra1l.roe4 

unioc are batter ott under 'rreei\U"T plaza 
b) HIUr thinks 1etter ahollld be ~ railroad reu-t 

and ~ budcet (wtdob it will upeet) 
Conference in IIIUr'a otfio11 poeeenta Magill, Ball, Gaatao, 

Gaorp RerriiOD, Pelley, Seaator ll&rrieoc, Doucl>t.GD, 
Latt-er, aDd AltMTer - 4/5/)7 •• • •• • • ·••••• •••••• ••• •• •• • 

a) HIUr telle p-oup at lUDObloD w1 th FDil it - • decided 
not to M114 letter to Rerri&OD and Oouiht.GD but that 
aeaorand~a poepared in trea11117 abollld be dlaouaeed 
with entire pooup 
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Boot Pap 

Railroad RetirtaeDt Aot (CoDt1Daec1) 
CDfttereDOe 1n BlUr'• attica - 4/S/'J7 (CoDtiDu.cl) • • • ••• •• LXIII ~) 

'b) .t.tter l811Ctb7 di-aiOD, repcrtara are called 1D 
aDd t.ol4 Baitro.d Ret1r .. eDt. Baud, SooiaJ. Secur11;T 
Board, fHUUl7, aDd Baud at Aotuariea at Ch'U 
Serrloe Ret.u-e..t. FI&Dd are to pt toptbv, 
aecertaiD coat, et. cetere, at pl.aa, aDd report to 
111&1r 'by aDd ot wet 

... tiA& ot aotuari••- 4/~37·• •••• •••• •• ••••• • • •••••••• 197 
a) Copy ot report at Ceorc• B. Buct, Conault.iA&: Aot.U&l')', 

1 .. York CitY• •• • • • •• •• •• •• • • • •• • ••••• • •••• •• • •••••• 2?0 

Spragua, o. II. W. 
See Gold 

f1d1A&:a-41ller Bill 
See Liquor 
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GROUP 14EETING 

Present: 

Bell: 

H.M.Jr: 

ll!agill: 

B.M.lr: 

Magill: 

Bell: 

B.lo!.Jr: 

IClotz 
Taylor 
Oliphant 
Magill 
Gaston 
Baas 
Gibbons 
Bell 
Upham 

April 5, 1937 
9:30 a.m. 

Mrs. 
lolr. 
Mr. 
Mr. 
t.lr . 
Mr. 
lolr. 
'-~r. 
Mr. 
Mr. Henry Morgenthau, Sr. 

I don ' t know how rar we ' re going to get on 
thle railroad retirement thing. It worries 
me a little. The other part or it is im­
portant certainly - the budget end, the 
whole revision. 

Yes, but this i s the vehicle you put it 
in, see? You get my idee? 

Uh- hub. 

And certainly t he President was in the spirit 
Saturday and Sunday that he would like to take 
the thing like thet. I mean I ' d make it ~ 
budget end 20~ railroad retirement. 

Well, that ' s the proper proportion. 

Well , can we do this? The actuaries are cer­
tainly not in agreement , and the Board or 
Actuaries or the Civil SerTice Retirement 
FUnd have been over this proposal , and they 
have got in here a letter pointing out the 
errors in the railroad retirement scheme, 
signed by two or them, end Reagb lert Saturday 
to go down to Pinehurst to get the s ignature 
or the other member. He is supposed to be 
back this morning with a draft or the letter. 
Now, can we argue en actuarial point? 

Oh yea , as long as this Board or GoTernment 
Actuaries plus Social Secur ity actuaries, plus 

1 
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~!egill : 

Bell : 

H.M. Jr: 

W11gill: 

B.I.I.Jr: 

Magill : 

H. M. Jr: 

!l.I.I.Jr: 

Bell: 

H.M.Jr: 

l 

2 

t he Treasury, are in eooord . 

Well , I think that s trengt hens our position it 
we oan do that. 

I don ' t think there is any real disagreement 
among the actuaries , as tar as that part is 
concerned . 

You don ' t? 

Also I woul d stress the faot that it you 
t ake our plan - the members of the railroad 
union ere better ott under our plan than under 
the plan that they have agreed to. I mean the 
men Will get more money under our plan then 
th~ others. Isn ' t t ha t right? 

That •e right . 

I think if that sets out publicly to t he members 
of the rail r oad union, that they wi ll be better 
ott under our pl an •.....•. 

As e metter of feet, I understand that the men 
are kicking · abou t the new plan. 

Well , for Heaven' s sakes , put that in, that 
the members of the union will be better ott 
under our plan than under the new plan. 

Then if you could put something in, e little sob 
stutt - we must think or our grandchildren , 
t his will go to our grandchildren - my father ' s 
great grandchildren . He ' s terribly worried 
about i t. 

(Gibbons comes in) 

v.ell , have you got it? Anybody want t o work 
With you (Magill) besides Bell? 

First draft - I think we could go ahead. 

As soon as you have it, we'll drop everything. 
But I really think we can do the Job and the 
President to me seems to be in t hat mood that 
he would sign a t hing like that. See? r 
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H.M. Jr: 

Gibbons: 

B.M.Jr: 

Gibbons: 

B.M.Jr: 
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How' s the Port of New York, Steve? 

Well , that fellow who aaot you t hat letter is 
Just a little bit cook- eyed. We can' t do 
anything until he goes in a.nd makes an entry, 
pays his duty. Be said that this t hi ng was held 
up for about nine days , while be didn ' t go 
down to clear his stuff for about three days 
after the ship arrived. 

Wall, what about the big picture , about the 
ships which are supposed to be lying down i n 
the l ower harbor? 

Wal l , there were a couple of piers out ot re­
pair. John Franklin said that the I tal i an 
l ine was docking at their pier. That was only 
tor a few days. 

I mean i s tbe situation in bend or not? 

The situation i s in band , yes . This lett er 
was exaggerated. 

(B.M. Sr. leaves) 

Well , some ot you bave been in on this Federal 
Reserve stuff and some or you haven ' t. And 
those who haven ' t I ' ll tell you wbat •s happened . 
It ' s really been three weeks ' work. 

We me t at our bouse Friday night With Marriner 
Eccles end Dr. Goldenweiser end Elliot Thurston, 
some ot my people. We t hought we had oome to 
an agreement. In taot , we drew up a statement 
which everybody agreed to. 

Wall then, be s t arted to meet with the tull 
open market committee Saturday end kept calling 
me all dey, end as the day went on he w1 tb­
drew more and more from the signed st atement, 
Whioh made it more and more difficult for me. 
Be bad agreed the night before that they would 
be&i~ open market operations, would increase 
their portfoli o, and that we would put in 
400 milli on dollars • worth or gold. We agreed 
to it. Goldenweiaer asked me to think it over 
whether we would do 2~ . But the t hing wee 
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agreed to. 

As the day went on, Eooles more and more with­
drew from his position, as be bas at other 
timee. \'leU , during the day he felt that they 
weren ' t going to get anywhere and that we were 
going to have an open break with the Board. 
I have felt right along that the most serious 
thing t ha t could happen to Mr. Roosevelt ' s 
Administration would be a definite felling out 
between the Treasury and the Federal Reserve -

4 

I mean an open break. I mean it might eventual­
ly be for the good , but temporarily it would 
just add to his troubles. 

And Eocles just didn ' t have the thing under 
control , and he was constantly withdrawing 
from his previous agreement. And I would 
oheck up - be would tell me I said one thing 
and I ' d call up Taylor and you (Tsylorlwould 
say, "No such thing." It was really original­
ly Eccles ' suggestion that we put this gold 
back in, and be kept backing away from the 
thing. 

So I suddenly got an inspiration and I called 
up the President and asked whether I could see 
him - didn ' t ask Whether he ' d see Eccles , end 
then the more I thought of it, I thought the 
best thing that oould happen was to take 
Eccles with me. Mr. Eccles didn ' t know until 
he got to t he ~hits House whether the President 
would see him or not , and the President said he 
would. He gave us an hour, sod he was resting, 
end he was clicking. And his f irst reaction to 
my statement,wbere we put the gold beck in, 
would be that the public would think that the 
Treasury was trying to etand tor inflation 
and t he Federal Reserve was trying to stop it, 
and that would put us in a bed position. But 
his suggestion ~~s that instead of the Federal 
Reserve putting in another 25~ excess reserve 
requirement s on the let ot May, they do it in 
two bites . Eccles didn ' t like it. 

And so the President said , "Wel l, the thing tor 
Henry to do i s this. Let him tell the J'edersl 
Reserve •• • • •• •• • " Oh, I fUst go back; Eccles 
had asked me t o see hi s group t hat evening. 
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Well, before I wanted to see that group, 
I wanted to be a thousand per cent sure that 
I knew whet the President wanted, and I wanted 
to make a thousand per oent sure t hat the 
President would see me through thiok and 
t hin, because when I got down to a point 
of breaking with the Federal Reserve I wanted 
to make a thousand per cent sure that the 
President was behind me and I was doing whst 
was wisest, because it's a pretty serious 
thing. 

So out of t hat discussion came this. The 
President suggest ed that I should say to the 
Federal Reserve , "Now, Congress gave you the 
Job ot managing the money market and that is 
your responsibility. You murfed it . You 
have.n •t done it. You have let this thing -
you have not maintained an orderly market , 
and this thing is getting steadily worse, 
end you have Just not done your Job. Now 
I, Henry Morgenthau, Jr., talking for the 
United States Government, serve notice on 
the Federal Reserve Board that I ask 
you to do what Congress bas given you the 
power to do, namely, to buy and increase your 
portfolio. If you don ' t do it, the Treasury 
will step in and take over the job and they 
will do it. But we are putting you on notice." 
And we would do nothing until we put them on 
notice. 

Well, it sounded good to me and I thought the 
President was right. Eccles was tickled pink. 
He agreed to it. That ' s what he wanted. I 
don ' t know - he changed on this gold bueiness , 
a complete somersault. 

So that night, about 9:00 , the group came over 
and they stayed there until 11:30. I opened 
my remarks very quietly and told them that I 
had this right to apeak for the United States 
Government. I served notice on them that it 
they didn ' t do something, we would. Well, it 
went on and on and on, and there were several 
members of the Board who were with us. And 

5 

the thing really that bucked me up the most was 
that Goldenweiser completely agreed with the 
Treasury. And I want to say this tor Goldenweiaer: 
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Bell: 

R • .M.J'r: 

Bell: 

B.~ . Jr: 

c Taylor: 

Once he makes up hie minJ , he doesn ' t change. 
But he was in complete sympat hy with what we 
were trying t o do , and stuck by us and soi d eo. 

6 

Surprising thing was that be didn ' t hesi tate to 
say so before the whole group . That ' s what 
I • • • • • • • • 

No. My admiration tor hi m increases. Be sai d 
so . Burgess Just sat t here lik e e "nit" . Hie 
bead was down , his eyes were down, his tail was 
down, and he wouldn ' t ssy a thing. 

And Harrison kept picking flaws in everything 
we were doing, and finally - the only time I 
got rough in the whole evening - I said to 
Harrison, "Now everything we say or suggest is 
wrong; you say what to do ." And his answer 
was to do nothing. 

And Professor Will i ams , at the end - I don ' t 
know whether he had a cold or whether he was 
whining or whet, but his suggestion was 
"Haven' t you got the courage to wait and do 
nothing until the let ot l~y and then t his 
thing w~ll straighten itself out, because 
everybody says the first time the Government 
bond market goes down you will do something 
l ike this artificially. " So I said, "All we 
are trying to do ie correct the artificial 
step that t he Federal Reserve bas taken to 
tighten money. We are not doing - in all t he 
troubles we have bad tor three years, we have 
never used any artificial means , but ell we 
went to do is correct what you have done 
artificially. There is no r i me or reason why 
money rates should tig.hten other than what t he 
Federal Reserve he.a done ." 

McKee was for it , too . 

Very good. 

Very good. My former banking commissioner ot 
New York wasn ' t so bot. ~~at 's hie name? 

J"oe Broderick. 
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R. M.Jr: 

Oliphant: 

Taylor: 

H. M. Jr: 

Taylor: 

Up bam: 

B.ll.Jr: 

Gas t on : 

H. M. Jr: 

Gibbons: 

R.M.Jr: 

7 

But the fellows who stood up and sai d what 
they felt and talJced right from the' shoulder 
were Eccles, Goldenweiser end McKee, end 
nobody else. 

Ransom - bow about hilll? 

He wasn ' t there. He isn ' t a member of the 
committee. 

Must be ill. 

Vlell, he isn ' t a member of the committee. 

McKee is on the committee in Ransom' s place. 

Ylell , any way, I being so tired dido • t feel 
I got so far, but Ecclee did . And the lest 
thing Eccles did was to whisper to me - be 
said , "Would you mind repeating again what 
the United States Government will do if we 
don ' t do this?" So I made my talk again 
very quietly about what the United States 
Government would do if t hey didn ' t. 

And during t he course of the conversations, 
Goldenweiser leaned over to Gas t on when 
Williams was talking and said , "Of all the 
damned rot I ever listened to, tbat •s it. • 
I sn ' t that right? 

He said , "John Williams doesn't often talk 

7 

rot, but be is certainly talking rot tonight.• 
And he told - be spoke out end said substantial­
ly that. 

·Well, at 6:30 lest night they came to en agree­
ment which I tol d Eccles was hi ghly satisfactory 
to me s.nd congratulated hilll, and they ' ve gone 
the whole way now. 

Was Eccles afraid to move until somebody backed 
hi.m up? 

No, Eccles deci ded he bad to do something 
Thursday night wbioh was - Thursday was the 
first time in three end a half years that they 
bad to take it al one. They could take it Just 
one dey. And Eoolea says that be tried ell 
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Upham: 

H.lol. Jr: 

Taylor: 

Upham: 

H.M.Jr: 

Upham: 

H.lol • .Tr: 
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the t ime he was down South to get t hem to 
do sometbtng end oouldn ' t, And the answer 
was be oouldn ' t do it until he got the back­
i ng ot t he President end myself. I mean 
that we Just bed to do - whi ch I don ' t like 
to do - soy, "The United States Government 
is going t o step in it you don ' t.• I mean I 
don ' t l ike to soy that, but that ' s whet did 
the triok. 

But duri ng the disoussione - I mean eo 

8 

many things t hat I oould have said but didn 't . 
I moan we kept the thing on a very gentle­
manly plene, end even Upham was pleased. 
Weren ' t you, Cy? 

Very much. 

And surprised bow gentl emanly I was. He 
worried terribly when be oeme in, but as t he 
eveni ng went al ong , be sew how gentlemanly 
I was end be began to smile . And he lett 
with a smile. 

And Taylor took hi s bleok dog tor e walk in 
the a fternoon end talked it over with him, 
and decided we bed to do something, end the 
dog was very pleas ed , wasn ' t be? 

Yea , the dog was very pleased. 

Well , I was very pl eased With the way Eooles 
did . He was ell right Saturday ni ght . 

Pardon me? 

Eooles was ell right Saturday night. 

Yes, be was all right Sat urday night. 
And as I say, it wee Just a stroke ot genius 
t aking him t o the President, but I felt that 
wee whet be needed. And we just caught the 
President bet ween wind end water. He woe 
resting. He had hod a swim and be WbB feel i ng 
ell right, end be told him in no uncertain 
terms. 

Ob , end I wish you'd beer the President talk 
about belanoing t he budget to Eccles. God, 
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Bell: · 

H.M.Jr: 

Olivhsnt: 

H.loi.Jr: 

. Gibbons: 

R.M. Jr: 
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if he'd only say publicly what be told him , it 
would be marvelous. 

Maybe it will get out. 

Oh, the President was swell. And then I called 
him again l ast night to tell him about it. Be 
said, "Did you t ell him that once the United 
States Government stepped in we're there for 
life?" I said, "No, Mr. President, I didn 't 
have t o drew the picture; they got it. " 
"Well, ypu el)ould hue told him if we stepped 
in, we ' d stay there." 

But he was very, very muob pleased. And 
that ' s about the end of about as herd a three 
weeks ' of worry and sweat as I ' ve gone through 
since I ' ve been here . I ' ve never been through 
such a period - trying period in my life. 
It ' s l asted just exactly three weeks, since 
the 12th of March. Yes , it ' s just. exectly 
three weeks, and what ' s left of me isn 't much 
good to anybody. But it ' s been just three 
weeks. 

Your three wseks• vacation. 

But the thing that pleases me - I said that 
the thing that must not happen was a break 
between the Federal Reserve and the Treasury , 
and it hasn ' t happened , and I th.ink it ' s worth 
it, because I really think it would frighten 
t he country pretty bed. 

I think that the economic royalists in Wall 
Street were hoping that you and Ecol..es didn 't 
see eye to eye - hoping for that break. 

It would have been the easiest thing for me t o 
come back end give Eccles bell publi cly because 
of the move that they made to put up interest 
rates. Business demands di dn ' t cell for it; 
there' s been practi cally no increase in demands 
of business on the money market - practically 
none. I mean there ' s been about $80,000 ,000 
increase in loans since the 1st of January. 
That was March 17th - I don ' t know whet i t wee 
March 24th; does anybody know? And the beet 
thing that you can say for them i s that they 
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Taylor: 
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most likely would not have done it it they 
had known they were going to have the strikes , 
etc. But the thing that bas happened is 
that the banks not only want their reserve 
requirements but they want addi t i onal cash 
i n case people have to come and draw their 
money. They ' ve got this liquidity complex. 
You can put it down on paper and say, "This 
is going to work and these are the rules, " 
and it Just doesn ' t work. 

Now, ea I told the President - I hadn ' t told 
him before - whet I needed was to t'ind - wee 
to kidnap General Chiang Kai-shek in order to 
save his t'aoe , and we Just couldn' t find a 
young marshal to do it. What we needed wee a 
double kidnapping to seve somebody' s t'aoe. 
But they kidnapped each other yesterday. 

And the President is going to wait about a 
week or 10 days and then send tor George 
Harrison, end he said, if you don ' t mind ladies , 
"I ' m going to take his pants down and t ake 
him over my knees." He says , "Be ' s got i t 
coming to him. " He says , "I 'm just going to 
take him over mY knees. " 

But I think the people that don ' t like t he 
President are the financial crowd , and they 
would love to have seen Eccles and me tell 
out. And their own Board - and his own 
Board ........ . 

They wer~ waiting tor it. 

Am I right, Wayne - Saturday night I started 
and finished with the statement that we 
mustn ' t fal l out , didn' t I? 

(Nods yes) 

Huh? 

Yea. 

It ' s ell right. But that •& that . 
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And the other t hing, I wonder, Bell, whether 
you and I ought to get bold o~ Barry thla 
a~ternoon and begin to talk to him what be ' a 
going to abow the Governors when they oome 
down Thursday. 

Harry Hopkins? 

Yea. 

Is that de~initely set for Thursday? 

I think so. We could let it go until tomor­
row. 

Well, I think we are pr etty well crowded up 
today. 

Well, suppose I put him on notice. 

Some time tomorrow afternoon , I think, would 
be better - better for you. 

Well, I ' ll look up my dates. 

I underst ood that there was only goi ng to be 
one Governor one time, one has been obenged. 

I don ' t know. 

But I think ! •m going in to watch mY markets. 
Anybody any newspaper? I l ike the beading 
"Federal Reserve To Buy." Everybody baa got 
the same beading. 

Here is a fellow who bas been causing a lot 
or trouble. He sends that to you personally 
with a l ot of his comments (handing publica­
tion to Secretary) . That ' s Major Angas ; be ' s 
s till at it. 

Going to have a boom? 

Yes, and some more slop about bonds. He ' s still 
advising them to unload on Page 3. 

Unload what? 
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Bonds, Ooverlllllent bonds. 

He wrote thel. before. 

He wrote a little book on it . 

He •a sticking to it. 

VIall , maybe we oan get Wiss Perkins to have 
him deport ed . 

He 's selling lots or sturr. 

I ' m serious . 

~king l ots or money. 

I 'm serious . 

Well , I ' m going t o take it a little easier 
this week to get ready f or that relief busi­
ness. Where ' s George? You (Bees) better go 
home et noon, George. 

Thank you, but I ' ve got 

No, I ' m serious . 

No, thank you , I ' m feeling fairly good. 

Co on home et noon end stay home , go to bed. 
I ' m serious. 

All right, thanks. But I 've got this budget; 
we ' ve got to work on it. 

12 

Well, lay out your work; you can ' t do it per­
sonally. Lay out your work end go home at noon. 

All right. 

\\'hat? 

Thanks. 

I ' d do it tor a couple of dsys. At least , you 
csn do it today any way. 
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I reel I should take it as mucb ss you. 
You ' ve been doing the work; I've been sitting 
around listening. 

I reel very bapvy today. I really do. 
Saturday afternoon it just looked as tbougb 
Eccles couldn ' t handle it. But the President 
was swell. He was thinking, he wasn ' t rushed. 
Be wouldn ' t let anybody come in. He just 
closed tbe door end be Just concentrated on 
this thing, and be really was swell. I've 
never seen blm oli ok better than be did. 
And be was right , because this put the wbole 
thing right on them, and if we bad gone into 
it , why, it would have meant "~orgentbau 1• 
for inflation" and all this business - we 
would bave broken - had e definite break and 
everything else. 

ALd to show you, in the room , bow the Presi­
dent turned, be said , "Henry, wbioh of the 
bonds are selling the lowest?" I said, "The 
two and a helves ." "I think tbey •d be a good 
buy now. " He ' s obanged; he ' s changed. 

Be - incidentally, who has t hat - could we 
find out from Bell's office this morning 
just bow mucb money t here is around? 

There will be a report coming down this morning. 

All right. 

And then I am seeing Oliphant at 10:30. And 
tben es soon as Bell and Magill - any tlme 
after ll:OO wben Megill and Bell are ready, 
I ' m willing to see you boys. Bow' s that? 

Good . Vle ' ll try to be ready at 11:00. 

Regraded Uclassified



.lpri.l ' · 19)7. 

Mtl!ORANDU!! TOR THii SmtlE'UJ!ll 

For JOur confidential intoraation I 

attach a tele&raa rr .. llanU, which 7011 

will rind aelf-explaD&toJ7. 

,/ 

v 

lou wUl r•eaber Iahib&ehi &114 

Iaauoto aa being tbe !Meda or tbe 110at 

illportant Japaneee 1111116£lin& rill&• on 
the lleat Coaat. 

Froa thia tele&raa, aDd rr.. a tele­
phone convBra&tion which I had with Banke 

Saturdaif lli&ht, .., interpretatioll or tbe 

situation ia t hat Banke 1a in a !air ..., 

to get both these aen eome tilla in the 

near tuture. 

The transfer or tunds requeet~ liT 
Banke me, ot course, been attend~ to . 

GB.lVES. 
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-- a.L-------
TREASURY DEPARTMENT 

IIGII'l' Llftll 

!"rom: lir. HMlca. 
To : Wr. Oravea, 

UNI'ftO ITATU 00oVT CIUAIIO 

·-~ 
4pr11 3, 1937 

Terulc, s .. ttle tlnlt, to~ .. he4 a ppro:r:s...te17 25 poo.Dda 
morphine eontai.Ae4 1D Japanue earco arr1YiOC Old MAIIIJ, !hia re­
enlting trao Portl&D4 in\ereeptl.Df: telecr• trao SaD :hanehco to 
lthibaehi; a lto wire intercept• o•er lohlbaehi telephone to importioc 
com~ of record o!!erioc to thh particular carso. Proepeoh 
look !a•orable t o \7ioc np labibaahi ODd aaooeiatee with •iolation 
without Dtinc wire i ntereepto. Ajfent Weintoeh telephoned troa Loa 
qelee baa &rr&n«e4 t..e4ia\e pou'Cbaee 2 pcnmcl.e morphine troa 
Japan••• lieutenant of Tamaao\o nee4e elx\een hundred dollare tm­
medi&telJ, I telephoned W&nniry; wbo •A¥• lll!let eeeure mo11e7 !r<n~ 
Headquarter•. Rupeet1'11ll7 requeete 7ou hue Alllllinser wire llannin& 
lll0De7 !or pou'Cba .. thia eaee tire\ thin& Wo~ moming &I matter 
urcent opportunlt7 b7 le\Ury; parchau ride without l.cclediate ll:noeb­
onr to get into T......,\o, Pl-e 'l'ire ce action t &keD b7 JOU, 

loh: Aceor4toc to lp York Har1Uae Rec b hr 
itinerr or HILlJ WARD aa !ollowe: 

Ouka llcb 10 ~be ar 10 & td 15 llll«o;ya 16 
Sbimideu 17 Tokoballla 18 V&DCounr BC ar 
29 & ed 29 s .. aule ar 30 
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H.U.Jr: 

Hopkins : 

R.M,Jr: 

H: 

R.M.Jr: 

H: 

H.M.Jr: 

HI 

R. !l.Jr: 

R: 

H.loi.Jr: 

R: 

.B.LI. Jr: 

R: 

B.LI .Jr: 

R: 

R. loi .Jr : 

B. loi. Jr: 

B: 

Hello 

Kr. Hopkins. 

Hello 

Henry, this is Harry. 

Yes Harry . 

April 5, 1937. 
10: 22 a .m. 

Henry, I promised 1'/allace I would call several of 
your people up about a meeting that he wants to have 
at his house on the 13th of April at 8 : 30. 

The lSth of April? 

Yes, that•s a week from Tuesday. Is that •• •••• 

Well I ' ll have to check it with the house. 

Can you be there? 

As far as I know. 

Yes. 

If you don't hear from me with.in an hour you know 
it ' s all right . 

All right, Henry, 13th of April. 

Yes • 

I thought - I thought we had a fairly good meeting 
on that. 

Yes. 

I think pretty soon it would be adrlsable if we could 
have one with fewer people present. 

Yes. Now while I •ve got you on the wir e • •••••••• 

Yes • 

•• ••••• with Lehman coming down Thursday •• •• ••• 

Friday, i sn' t it? 
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a: 
H.M.J r: 

8 : 

H.M.Jr: 

B: 

B. M.Jr: 

B: 

H.M. Jr: 
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I don ' t lmow, they told me Thursday • 

Yes . 

Bell and I thought we ought 1D hne a dress 
rehearsal with you. 

Oh I ' d like to . I've got - I ' ve decided to 
around at this meet ing and I waf going to put 
this stuff on - on charts and I ve got a lot of 
stuff put on charts for that meeting . 

Well when will you be ready to • • •••• • 

Well I th1.nk "I 111 be ready any time now. 

Will you? 

Yes - ah - what - what time is the most conven~t 
tor you. 

Well how about 11 otclock tomorrow? 

11 o 'clock tomorrow would be fine. 

Well would you - would you just as leave come 
here? 

Sure 

Thank you. 

11 o ' clock at your of fice . 

At my office . 

All right, Henry. 

Thank you. 

Goodbye. 

11 
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Congressman 

April 5, 1937. 
10&27 a.m. 

Randolph: Kr. Secretary, 

H. 'bi .Jr: 

R: 

B.Y.Jr: 

R: 

B.ll.Jr: 

R: 

B.M.Jr: 

R: 

R.&: .Jr: 

R: 

B. ll.Jr: 

R: 

B. l.l.Jr: 

R: 

Talld.Dg. 

Tbis is Jennings Randolph. 

Bow do you do . 

You remember several weeks ago I called you about 
that vacancy created by the death of Mr . Durbin? 

Yes . 

- Register. 

Yes. 

And you told then that it has been promised. 

That' s right . 

That ' s the situati on, i s it? 

It's -it's entirely 1n Mr . Farley's hands, 

I'll not bother you to say another word. I just 
was so interested 1n and I knew - been 
there for 35 years 1n the Surrender Section - 1n 
charge of it ••• , •• 

Yes. 
' 

Who knows the job from A to Z and I couldn't help 
but call once more. 

Thank you very much. 

Goodbye. 

18 
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H.M.Jr: 

Burgess : 

H.M.Jr: 
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H. !.! .Jr: 

B: 

H. II . Jr : 
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B: 

H. !o!.Jr: 
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H. M.Jr: 
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H.ll . Jr: 

B: 

H.loi.Jr: 
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Hello 

April 5, 1937. 
ll:58 a. m. 

Hello, Henry. There isn't any average price 
this morning . 

There isn't any average . 

(Hearty laughter ) No, you can't refer to average 
price. 

Yes. 

Well so far it ' s been kind of wild and wooly all 
over the lot. 

Yes. 

Tbe - ah 

All right, I - I - how I 1d love to have some of 
those boys around that said that this would be 
unfavorable and so forth and so on. I 'd love to 
have a couple of them to rub their noses . 

(Laughter) 

In a nice wet dirty spot . 

(Laughter) 

Well -

Did you know that I have for three solid weeks 
just eaten Ill¥ hear t out of this - over this thing 
and kept my mouth shut. 

Yes - yes . 

19 

For three weeks 
less during the 
I've been here. 

- you know that I called you up 
l ast three weeks than anytime since 
Jus t stop and think. 

I know it, yes - yes . 

I•ve talked to you less because I just didn ' t want 
t& - I didn't want to let you know how I felt . 

Yes - yes. 

Regraded Uclassified



H.M.Jr: 

B: 

li . LI.Jr: 

B: 

H. ll .Jr: 

B: 

H. ii .Jr: 

B: 

li . li .Jr: 

B: 

H.!II.Jyo : 

B: 

B: 

li .M.Jr: 

B: 

li.ll.Jr: 

B: 

H. U.Jr: 

B: 

li.M. Jr: 

- 2 -

But there's one week I only spoke to you once . 

Yes, I t hink that's right. 

I didn't want to talk to you. 

Yes, I 1 ve been very s ad about it. 

Sad, well there ' s no use - I had to do ~ weeping 
inside and believe me it's taken it out of me. 

(Laughter) Well you don 1• t have to weep to-day 
anyway. 

No - no, but tne.re 1 s been no excuse for this. 

Yes, well it ' s very hard to tell about the ma rket 
so f ar; they're - speculative l argely; there ' s 
very little - they're very few trades and very 
little real buying . 

Are the dealers still weeping? 

on no, Just those that a re short, that ' s all. 

Who i s snort? 

On wel l nobody was much short; v ery few wer e a 
few bonds short. 

DeVine? 

No - no . 

.,iscount? 

20 

He was pretty even . None of the b ig dealers were 
short more than, oh, a million or two of bonds, say. 

Too bad. 

They were Just about even. 

Ah-ha. Well it will be interesting to see if some 
of the institutions buy. 

Yes, I think that ' s the problem. 

Yes. 
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I think U>at they will wait until they see what 
the market does a l ittle bit . 

Until it shakes down. 

Yes - yes . 

All right . 

I ' ll get more reactions a s the m.orning goes on. 

Thank you, goodbye . 

Goodbye . 
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0 : 

H. z.I .Jr: 

Golden­
Neiser: 

H. ld . Jr: 

C: 

H. M.Jr: 

G: 
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ll .M.Jr: 
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H.LI. Jr : 

Bello 

Dr. Goldenweiser. 

Hello 

Bello 

Morgenthau speaking. 

Bow do you do , Mr . Secretary. 

April 5, 1937 . 
12: 45 p. m. 

I Just want to take t his opportunity to tell you 
that I want t o congratulate you on your courage 
Saturday night and also on the stand that you took 
because I r ealize that you must have been in a very 
d ifficul t position. 

Well that ' s very kind of you, ~r . Secretary. 

22 

But my r espect for you has alway s been high b ut it 1 s 
just a couple of notches higher . 

(Laughs) Thank you very much and I think things 
are worKing out very well . 

Beautiful ty . 

Yes . 

And there's a certain other gentleman and they ought 
to transpose a piece of your backbone to him. 

Well I think, Mr. Secretary, as far as t hat ' s con­
cerned, I think he showed backbone . 

No, I mean Williams. 

Well I think be showed backbone; 1 - I think he - I 
t hink i t sounded conviction with it. 

llaybe. 

I think- I didn't agree with him but •••• • ••• 

Maybe 
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•• •••• I real l y r ather r espected him for volunteering 
the positi on which he was quite sure would be ver y 
unpopular . 

\Yhy was he so pale? 

Vlell it was because he was speaking - he was - I 
talked t o n.lm quite a bit - I r eally think t ha t 
his - his conviction is quite honest but - and t ha t 
he knew he was going to spoil hi s s t anding here and 
yet he went ahead he did it; I don ' t t hink we ought 
t o hold it against his character , much a s we may di s­
agree with his conviction . 

Well if you add 'Rha t he did in London plus this it -
the two don't make such a good showing . 

Well it's very good of you, !.lr . Secretary •••••••• 

But I didn' t call up to talk about Willisms ; I 
called up to tell you how - tha t - I mean I 1m not 
saying "Thank you" because I d idn't a sk you t o do 
this ••••• 

No . 

- I couldn 1 t but you s tayed put and by Cod we 
needed that . 

Well I - I appreciate your - your ••••• •. • 

And all these fellows sai d , •Well you can' t buy 
a government bond this morning . " 

{Laughs) No, no, that ' s right . 

No, i t ' s all right . 

Thanlt you v ery 

Thank you. 
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E: 
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E: 

Lochhead: 
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~es . 

Henry talking. 

Yes . 

Apr il 5, 1937. 
12:55 p. m. 

I want Archie to tell you ho•v they ' ve been handling 
our order for a million dollars - life - you know 
we have an order here ••••.• 

~es . 

Just hear how they•re bandlill8 it. I th1llk it's -
it's - they're·not doing anything different than 
they did last week . Just l isten to it. 

All right . 

Mr. Eccles, you see - the Secretary advised them up 
in New ~ork that we had an order for one million 
government life - that was to go ahead and buy that 
million . 

Yes . 

At the opening, of course, the market was very dis­
turbed with wide spreads and t he - the closing 
quotations on Saturday on the 2-l/2•s were 97 .12 
and the market here this morning was quoted a t 
various r a tes and it worked up as high as 98 .4 the 
f irst sale but they purchased 250 for us at 98 .8 -
you see tney took 250 because they thought they 
ought to t ake something a t the opening or a s soon 
as t a ey could get somet hing . · So t hey bought 250 
a t 98 .8 . Now the market, I've noticed here, bad 
worked on down to 97 . 24 or 97 . 22 so I asked my 
men to call up tile Federal end find out wha t more 
they had done on thot order and they said tlley had 
bought another 250 a t 97.24 . Well , of course, I 
feel t hat's a fairly good break between 98. 8 and 

24 

97 . 4 before stepping in and so I asked them, •VIell wha t 
else are they doing . " They said , wel l , they were 
putt ing in a bid a t 97.20 for 250 and I told them to 
go - that•s four points down and, in other words, 
it looks as if - I mea.n the idea is trying to buy 
bonds as cheap as can be bought . I just - n erytiae 
t hey got hit 250 they pulled out the bi d again. 

Yes. 
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Now personally I don ' t feel that that i s t he way 
you' re going t o hol d t he bond market up or give i t 
any encouragement. 

Well here - here ' s what we discussed t his morning -
ab - the merket - can the Secr et ary h~ar me? 

Yes, I ' m on the ' phone. 

£5 

Yes . The market on the 2-l/2 •s went up awfully fas t -
ah - ah - and - and very strong . 

Right . 

It went up near ly a point and, of course, some 
recession and that and some of the others was - was -
was likely to happen. 

Yes - yes . 

And you know - ah - ah - I - then immediately I made 
the hxecutive Committee stay over here a nd they ' re 
here, see . . .... . . . 

Yes . 

• •• •• and I - I s ai d, "Now listen, we ' ve got to have 
some kind of a policy on this thing . Now it seems 
to me that - i f we •re going to give real suppor t 
in t he bond market- buy bonds •• •••• 

Yes . 

••••• ah - ah - at - are vte going to wa i t until it 
goes down t o Sat urday' s close before you support it • ••• 

Yes . 

•••••••• or- or - or when are we going to support i t?" 
Well the general - the - the - t he - the general 
feeling here was, after discussing i t and discussing 
it with Burgess, that - that to - that to follow it 
up, for instance, after the market had gone up so 
rapidly, and try t o hold i t there •••. • 

Yes 

••• ••• ah- ah - might be bad and what we should do 
is to let it r ecede down t o say a quarter above the 
Saturday cl ose, s ee, where it would say 8/32d 1 s at 
least above the close and t hen to gi ve it vi gor ous 
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support ; not let it go down to the Saturday close, 
if it could possibly b e avoided . 

Well now le~ me, Governor. The - of course, now 
I didn' t - I didn ' t speak to Mr . Burgess - I 
mean •••• •• 

Yes . 

. ... I called up immediately a fter - on to the 
Tr ading Desk and neither d ld Mr . Morgenthau ••••• 

Yes . 

••••• and in fact, of course, I spoke to the desk 
which handled this order on the million here. 
Now, as I say, I agree that 98 . 8 - that ' s pr etty 
rich, so, of course, t ney went ahead and I - we 1 d 
have no kick about them buying 250 there because 
1t 1 s a n order we bad to get . 

Well don ' t we take half of those? 

Not on that order - tha t ' s- that ' s- that is the 
million order for government life , you s ee? 

Oh I thought we had to take the full item. 

2S 

~hat ' s just the only order we 'd have a full order in. 

Oh I thought we take half of them. 

No, you•d take half of the other but not on the 
government life order . 

·oh, I see . 

And when t hat comes down - then, as I say , when the 
market •.vent down I agree, as I say, there should be 
possibly be some necessity of following but t hen when 
1t gets down to 97 . 24 and then they pull in the bids 
at 97 .20 and that ' s on 2~0 thousand dollar lots - now 
it may be - it may be tha t - ah - Governor Burgess is 
putting !n some bigger order s somepl ace else but all I 
can s ee on t he market , as I s ay , 250 with 4/32d 1s in 
between - now if I was handling foreign exchange I 1 d 
never try to hold the market with an order like that. 
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Well, or course, they were not trying to hold the 
market a t the high of the day • •••• 

Oh I 1m not saying that ••••• 

•••••• • but what they 1 re trying to do is to start at 
a place above- a t least a round a ~uarter above •••• 

Yes- Sa turday ' s close . But you see a quarter above, 
even on the 2-l/2 1 s say a t a quarter above Saturday ' s 
close would be over 9? .20 and you s a i d , "Vigorous 
support" -well now t hey ' re putting i n a bid fo r . 
250 thousand , as f ar a s I know . Now if the market • ••• 

Well I Just got through talking to Burgess •••• 

Yes . 

•.•••• Just as you c alled - I Just had got t hrough 
talking to tum ••••• 

Yes . 

• • ••• and I said , "Now, Randolph - he sa i d the market 
had receded, see? 

Yes . 

That it had gone up too rest and t hen there were some 
orders coming in a nd I s ai d , "Well now i t seems to me 
t hat wha t you've got to do i s to - is - i s - now 
this - when the ma rket gets t o around a quar t er above 
tha t close is to give i t - some - some support - but 
you 've got to - if possible the market should be kept 
from going below Saturday ' s close . 

Well now you see the point of our calling up Just now 
is, of course, we didn ' t know what - what instructions 
you have or ...••• • •• 

That - that - t hat - tha t - t ha t was the instruction -
I got the Committee her e and we discussed it and - and 
after all it ' s their r esponsibility and t hey di scussed 
t he t hing and - well I Just voted upon it a nd I called -
I got o loud speaker in my office when they ' re here so 
I can turn it on now. I've got it here so Burgess can 
talk to them. 

I see . 
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L: 

E: 
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See? And then - and they could talk to him so that 
t here would not -

Yes . 

- so t hn t tney can all take th.is r esponsibility and 
no t blame me. 

28 

Well the Secr etary jus t wanted me to call you up ••••• • 

Well I •m glad he did. 

•••.. and get your angle on tha t so you' d know jus t 
how the thing worked to anybody on the outside . 

I ' m glad he di d . Now another th.ing I can say they're 
doing - they - they - t hey wi ll - they were instructed 
to go into the market and buy from dealers five m.ill i on 
of bills, see? 

Yes . 

Because you see you've got your bills to-day end the 
invitation to - to buy those from several of t hese 
dealer s so t hat they will know ••• •• 

Well I tell you Governor - I mean I ••• ••••• 

••••••• t ha t I was in t he market fo r bills . 

Yes , t hey know they ' re in the market but I was 
just - want ed to call you up to let you know the 
indication - t he way it looked to you just now and 
then later on probably you ' ll have something more 
on i t but I just wanted to call up to let you know ••• • 

/•'ell I ' m gl ad you did and I 'll appreciate it, if you 
get anything else, to keep in touch . 

hll right , sir, I 1 l l do that . 

All right, goodbye . 
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Optlr&tor: 

H. l.!. Jr: 

B: 

H. :J ."r: 

B: 

H.M. Jr: 

B: 

H. !J . Jr: 

B: 

I:L '4. Jr : 

B: 

H. :.& . Jr : 

B: 

H. ld . Jr : 

B: 

H. M. Jr : 

Dr . Burgess - go a head . 

Hello 

Hello 

Burgess . 

Yes , 

Wha t ' s on your mind? 

April 5, 1937. 
12 : 58 p.m. 

Well I just wanted to tell you that some selling 
had come into the market . 

Yes . 

A number of the de~lers sai d they had a good many 
selling orders •.•.• • 

Yes . 

..•• so Ne ha ve put i n buying orders that- at a n 
ei ghth above 8- 1/4 above Saturday ' s close •.•••• 

Yes . 

•••. and we haven't been able to buy any yet though 
and Just the l ast five minutes t hey look Just a 
shade better so tney ' re holding about a quarter 
above Saturday 's close on the average . 

Z9 

\lell , of course, you l et them go way up and let them 
come down again it ' s going to make a very bad impression. 

Ah - well what happened, you see, was that some of 
the speculators and so forth ran it up in the f irst 
few minutes and then tpere•s the - tne real market 
was heard from, of course, it didn't - i t didn't go 
to quite those levels . 

No, but I mean, for instance, you take in t he 
government life - they bought for us a t 98 .8 ; they 
didn't buy any more until 97 . 24 and t hen t he nixt 
or der they had in was 97 . 20 , see? · 
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H. II . Jr : 
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H.M.Jr: 
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H.M. Jr: 

B: 

H. IA . Jr : 
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l! . ll . Jr: 
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H.M. Jr: 

B: 

H.M.Jr: 

B: 

H. W. Jr: 

B: 

H.M.Jr: 

8: 

H.II. Jr: 
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Well we just cleaned that order up now. It just 
went down to the Trading Desk . 

Yes, what price? 

30 

Ah - (Bureess asi de to someone in his office - "~bat 
did you get tnem at?") Just a minute. 

Yes . 

At 28 , 

At 28? 

28, yes, the market ' s o little better. 

On, a little better . but I tnink if you're going 
to nave your orders in at four - 4/J2d 1 s under the 
me !'ket tha t isn' t going to give anybody aey con­
fidence . 

Well we haven ' t got them in at 4/J2d1 s under the 
market . 

Well they .. ... . 

~e got t nem in at above Sa turday 's close •• •• •• 

Yes, but how much is tha t below the market? 

What• s that? 

Bow much is that below the market? 

Why it ' s very little below. 

Well how much? 

Very littlebelow. 

Bow much? 

Ah - on some of the issues about a thirty-second. 

Yes, but let's say you've got an order in an eighth 
above the closing -

No, well I 'm - this isn' t a board order . 

Well are you goi ng to keep it there? I mean 
t hey hit your order, wbat are you going to do? 
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H. ll .Jr: 

8 : 

H.M.Jr: 

8: 

H.M. Jr: 

8: 

"·li. loi .Jr : 

8 : 

8 : 

H . :~.Jr: 

8 : 

H. U. Jr: 

8 : 

1:1. M. Jr: 
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Put in some more. 

Vlell I mean a re you going to keep it there or are 
you going to withdraw it? 

31 

Well - ah - tnat depends on the sitaation; we buy 
some as «e go back. You don't want to try to peg it, 
do you? 

Oh well we've crossed that bridge so often I -

(Laughs) 

I mean I'm getting - what's the use of asking me 
that? No, I mean I don't get the feeling if there ' s 
any -I ' ll be frank, I don't get any feeling there's 
any real push down there in New York but I - I can't -
I can' t - I can' t - at this time I•m not going to 
attempt t o giv~ aey advice but I just don 1 t feel 
that there's any •••••• 

Well I've gotten or ders for three million outstanding 
with dealers here right now. 

Yes . I mean I don ' t feel that - that there ' s any 
real vigorous effort in the thing. 

Well we bought this morning five million Tr easury 
bills • ••• 

Yes • 

••• •• already ; we ' ve got orders in here- we bought your 
million for your government life; we •ve got orders in 
here for three million; an open-ended order with another 
dealer . 

Wha t happened to the bill market? 

Ah - well -

I mean since you bought - is it - is it - is it -

'llhat •s that? 

Has it strengthened any? 
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B: 

I:I . Ji.Jr : 

B: 

B. lol . Jr : 

B: 

H. l.I .Jr: 

B: 

H. li .Jr : 

B: 

li . ~ . Jr: 

B: 

R.M. Jr : 

B: 

B. U. Jr: 

B: 

l:l . ll .Jr: 
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Well that ' s pretty hard to say . You know there ' s 
no regularly quoted bill 1narket. 

Yes . 

hut we went the rounds of the dealers to pick up 
tnis five to g ive toem courage . 

Ab-ba . Nell let' s see what happens . 

Yes. Well I - ah - ah - we want to run this thing -
we ' re still partner s even ••• • •• 

Pardon me? 

•• ••• to know which a ccount we're operating on. We 
want you to be satisfied you know. 

Yes, but I talked to Eccles; he said he ' s got this 
Open Market Committee and they're voting on things 
over there but - ab ••..•.••• 

We ' re buying to-day just as vigorously as I ever 
did with you. 

You did . 

Yes . 

Hell I mean I think to-day i s the day - I me~n 

to-dey is the day, in my opinion, to make a show 
of strength. 

Very important, yes . 

And if they lick you to-day why then your - then 
this whole move is a failure . 

Yes, well I don't disagree wit h you. 

I mean if the - if the - if the government bond 
marke t closes tonight below Saturday closes then 
this whole gesture is a f ailure. 

Well noN that Committee i s going to be together 
again t here this af t ernoon so I can get them any 
time and .... . . 

Yes and I t hink - I think, from the Federal Reserve 
standpoint, if this move i s a failure I think it ' s 
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H.Y. Jr: 

B: 

H. 'l.Jr: 

B: 

R. M. Jr: 

B: 
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B: 

H. !J . Jr: 
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H. I. Jr: 
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H. U. Jr : 

B: 

B. LI .Jr : 

B: 
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a terrific blow ••••••• 

Yes . 

• •••• • to the- to the prestige of the Federal 
Reserve System - terrific blow. 

Yes , well I don ' t think you ' re settling this 
thing to- day . 

Pardon me? 

I aon•t think you ' re settling this thing to-day. 

Oh yes you can - oh yes . The thi.ng has got to be 
a success to-day, Burgess . 

Yes . 

And I sincerely hope , for everybody concerned , it 
will be . 

Yes , well I - I feel just the same way - of course . 

~nd , if I may m~ke & suggestion, I certainly would 
do everything possible to make it a success to-doy . 

Yes . 

All right, sir . 

All ~ ight,· sir. Now·you 1 re -you' re in touch with 
those fellows over there a t the Board, are you? 

I just spoke to Eccles just now. 

Yes . 

All right. 

Right . 

Goodbye . 

Goodbye . 
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H. r.t . Jr: 

Opera tor : 

H. J.I . Jr: 

B: 

H.J .Jr: 

B: 

IL.I .Jr: 

B: 

H. M. Jr: 

B: 

H. ll . Jr: 

B: 

H. M. Jr: 

B: 

B. r.I . Jr: 

B: 

H. M.Jr: 

B: 

Bello 

Dr. Burgess . 

Burgess. 

Yes sir. 

Bow is the market going now? 

It's better 

April. 5, 19J7. 
2 :47 p.m. 

about - it's merely a half nigher than it was 
Saturday close . 

An- ha . Bow mucn have you done over the million 
dollars for us? 

Vfuat •s that? Yes, we f inished that . 

Yes, but how much more have you done? 

Oh we 've done very little; we had orders in; ..•. • • 

Yes • 

•.•••• we had good stout orders in; I think they were 
stout enough so they di dn ' t dare to e xecute them. 

Will you watch it the l as t ten - fifteen minutes 
par ticuJ,ar ly? 

Yes, indeed we will. 
\ 

And as soon as ..•••. 

Say, I wanted to expla in about that - that million 
doll ars; we weren ' t using tha t - moving it a 
thirty- second a round; we were trying to buy that 
where we could ••••• • 

I see . 

•• • •• and the first we bought right out over the 
counter . 

R.W.Jr: Yes . 
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And the next we saw there were no bids for a 
minute on those 2-l/2 ' s and we put out 8 bid and 
executed i t. 

I see . 

ihen we put in another bid just above sosebody •s 
else •• • 

35 

H.:J.Jr: Yes . 

8 : • • ••• • and had it there for 8 while without executing 
1 t ... .•. 

H. !.! .Jr: Yes. 

8 : 

n .Y.Jr: 

8 : 

H.M. Jr : 

B: 

B.Y.Jr: 

8 : 

H.M.Jr : -

8 : 

.••.•• and we finally exe- finished the t hing with 
the dealer so it wasn ' t moving down 4/J2d• s at a time 
or anything of t he sort. 

All right, • ell I'd watch it particularly at the end. 

Yes . Yep. 

And then after you - would you mind calling up the 
dealers and a few banks and then calling me before 
four o'clock? 

All right. 

Will you? 

Yep . 

Thank you . Goodbye. 

Goodbye. 
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I:!. II . Jr : 

B: 

ri . lL Jr: 

8 : 

H. M.Jr: 

B: 

. H . !A.Jr: 

B: 

H. II.Jr: 

B: 

H. :.! .Jr: 

B: 

H. li.Jr : 

B: 

H. r.t . Jr: 

B: 

H. II.Jr: 

8: 

H. I!.Jr: 

Bello 

Yes sir. 

Yes. 

April 5, 19)7 . 
) : 42 p. m. 

Well I don 1 t think I found very much to add to the 
picture . 

Yes . 

Ah - ~he dealers and the banks say that they suw 
very little real b~ing; •• • ••• 

Yes • 

• • ••• that it was a good deal professional; ••••• • 

Yes • 

36 

••••• they get the impression that if this level were 
maintained for a few days that a good deal of the b~ers 
might come in but they 1 re holding off till they see how 
things look . 

I see . 

Ah - on the other nand, there's no very g rea t pressure 
of offeri ng; there are some things around - mostly the 
2-l/2 1s . 

Ah-ha . 

Of course one reason for that is they're out of line 
at these prices . 

I see . 

They're a point too high on the •••••• 

.l.h-ha • 

•• • •• present market. 

Ah-ha . 

• 
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B: 

R . M. Jr: 
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The closing was orderly; • . • • • •• 

Yes • 

••••••• we bad a couple of f ellows in there at work; 
they - they hsd their bids hit some at the close ; we 
didn' t try to push it up but we tried t o hold it and 
we did . 

37 

Above the million you did for us, how much did you do? 

Ah - I haven't got final figures but it's about t wo 
and a quarter to two and a half million. 

Ah- ha. You haven 1 t heard aeything yet about our 
note or bills? 

Yes, I 1 ve got preliminary figures - I've got figures 
for New York. 

What are t hey? 

On the short bills thero were 64 million bid for ; • •• • 

Yes • 

••••• • aver age discount rate of . 58. 

Tha t ' s up a little, isn't it? 

That ' s up a little . Short bills I don't think matter 
so very much. 

Yes. 

On the longer bi lls there are 134 mil lion bid for .••• 

Yes • 

• • •• and the r ate was .667 . 

. 667 . 

That's slightly up but vory little though. 

Ah-ha. 
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H. Y. Jr: 
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B: 

R. II . Jr: 

B: 
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And the country ought to bring both those down. 

At-ha - al l right - ab - thank you. 

So it wasn ' t a great victory but we got by the 
day at least . 

38 

Thank you - ah - at this moment I have no suggestions . 

Right. 

Thank you. 

All r 1ght, sir . 

Goodbye. 

Goodbye. 
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April 5, 1937. 
2147 p. m. 

H. u.Jr : Hello 

Operator : Dr. Burgess . 

H. W.Jr : Burgess. 

B: Yes sir. 

H. M.Jr: How i s t he market going now? 

B: 

H. loi. Jr : 

B: 

H. I4 .Jr : 

B: 

R.M,Jr: 

I t • s better 
about - it' s merely a half higher than it was 
Satu.rdoy close . 

Ah-ba. How much have you done over the million 
dolla.r s for us? 

What ' s that? Yes we finished that . 

Yes, but how much more have you done? 

Oh we've done very little; we bad orde~ in; • • • • • • 

Yes • 

:s 

B: • •••• we bad good stout orders in; I t hink they were 
stout enough so they did.n 1 t dare to execute them. 

H. I4 .Jr: 

!1 

H. L!,Jr: 

B: 

H. !oi .Jr: 

B: 

Will you watch it the l ast ten - f ift een minutes 
parti cularly? 

Yes, indeed we will . 

And as soon as •••••.• 

Say I wanted to explain about that - that million 
dollar s; we weren ' t using that - moving it a 
thirty-second around; we were trying to buy that 
Where we could •••••• 

I s ee • 

••••• and t he f irst we bought right out over the 
counter. 

H. loi .Jr 1 Yes. 
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And the next we saw there were no bids for a 
minute on those 2- l/2ts and we put out a bid and 
executed it. 

I see. 

'l'han we put in another bid Just a boTe somebody' s 
else .. . . . . . 

Yes • 

• and had it there for a while Without executing 
1 t . ...... . 
• ••• 

Yes. 

.. . .... and we finally exe - finished the thing with 
the dealer so it wasn't moving down 4/32d• s at a tiae 
or anything of the sort. 

A1l right, well I•d watch it particularly at the end. 

Yes. Yep. 

And then after you - would you mind calling up the 
dealers and a few banks and then calling me before 
four o'clock? 

A1l right . 

Will you? 

Yep. 

Thank you. Goodbye. 

Goodbye. 

4D 
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B.J.I.Jr: 

B: 

B.J.l.Jr: 

Bl 

B.M.Jr: 

B: 

H. W.Jr: 

B: 

B:ll.Jr: 

B: 

B. U.Jr: 

B: 

H.ll.Jr: 

B: 

B. LI,Jr: 

B: 

B.ll.Jra 

Bello 

Yes sir. 

Yes. 

.t.pril 51 1937. 
3:42 p.a . 

Well I don ' t think I round very 11111ch to add to the 
picture. 

Yes . 

Ah - the dealers and the banks SST that theT saw 
verT little real buTing; • • • • ••• 

Yes • 

••••• that it was a good deal professional; • ••• • 

Yes • 

41 

• • • •• they get the impressi on that if this level were 
maint ained for a few days that a good deal of the buyers 
might come in but theT' re holding off till they see how 
things look. · 

I see. 

Ah - on the other band, there ' s no very great pressure 
of offering; there are some things around - mostlT the 
2-l/ 21 s. 

Ah-ha. 

or course one reason for that is they're out or line 
at these prices. 

I see. 

They're a point too high on the •••• • • 

Ah-ha • 

• • • •• present market . 

Ah-ha. 
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The closing was orderly; •• • • • • 

Yes . 

• • •• • •• we had a couple of fellows in there at work; 
they - they had their bids bit some at the close; we 
didn' t t ry to push it up but we tri ed to hold it and 
we did. 

Above the million you did for us, how much did you do? 

Ab- I haven ' t got final figures but it ' s about two 
and a quarter to two and a halt m1111on. 

Ab- ha . You bave.n 1 t beard anything yet about our 
note or bills? 

Yes, I ' ve got preli.minary figures - I've got figures 
for New York. 

What are they? 

On the short bills there were 64 million bi d for; • •• • • 

Yes • 

•• • •• • average discount rate of . 58. 

That ' s up a little, isn' t it? 

That ' s up a little. Short bills I don't think matter so 
very much. 

Yes. 
On the longer bills there are 154 million bid for •••• • 

Yes • 

•• •• and the rate was . 667. 

. 667. 

That ' s slightly up but very littl e though . 

Ab-ba. 
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B.M.Jr: 

B: 

H. "'.Jr: 

B: 

H.W.Jr: 

B: 
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And the country oucht to brine both those down. 

Ah-ha - all right - ah - thank you. 

So it wasn't a great victory but we got b.r the 
day at least. 

Thank you - ah - at this moaent I have no suggestion• . 

Right. 

Thank you. 

All. right, sir. 

Goodbye. 

Goodb,re. 
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Apr il s, 1937. 
3147 p.m. 

H.U.Jr: Hello 
JF.T. 
O•Connor: Henry, how are you? 

H.U.Jr: Oh, I •m prett ! well - I've been better and I•ve 
been worse. 1ve had about three of the worst 
weeks I 've bad almost since I ' ve been here. 

o •C: Yes, well that ' s just what I was thinking . They1 ve 
certainly got you under pr essUre to try •••• •• 

H.U.Jr: Well I ' ve put , I 1ve reversed the pressure and I 
got results to-day. 

0 1C: Good for you - ah ha, 

R. ». Jr: I- ah- sometime I 111 tell you about it but ••••••• 

0 1 C: Well I• ll be very anxious to hear about it. 

H. M.Jr : But I certainly put those boys on the spot. 

0 1C: Good for you. 

H. Y.Jr : And after three weeks they've come through but it 
bas been a hell of a fight . 

O•C: (Laughs) Well Itm for you 1~, Henry. 

H. IA .Jr : 

6•c: 

H. fA .Jr: 

o•c: 

H. U.Jr: 

o•c: 
H.IA,Jr: 

We only got through at seven last night . 

Well I knew you were working all day yesterday on 
it too. 

Yes, but it bas come through and I t hink it 1 s all 
right but I 1ve still got my fingers crossed . 

Good. Sometime too I have a thought on those 
reserves that I want to mention to you too. 

Right. 

Henry, I think we ought ~ have a bank call •••• •• 

Yes. 
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45 
- 2 -

•• • •• we haven't bad one this year you know and we've 
let three months go by and we're getting one or two 
inquiries from State Bank Commissioners because they 
must make theirs . 

I think it would be fine . \Vbat do you want Apri! one 
or the thirty-first of March? What? 

Just a minute Mr. Folger ' s here. (Aside to Folger: 
The Secretary suggests what should we have the 31st 
of March or the 1st of April? Ob so that would be 
better) Ah - Gus think.s the 31st would be better, 
Henry. 

It's all right With me . 

(All right be O.K1 s it - this was said to Folger) 

Thank you, Henry. 

Thank you. 
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MQRGE NTHtll stY$ TREI\5URY WILL NEED NEW CASH 

BEFORE .JULY I 

WASHN - SECY OF TREASURY MORGENTHAU 

STATED THAT HE THO UGHT THE TREASURY WOULD 

NEEO NEW CASH BEFORE .JULY I - THE SECRETARY 

FURTHER SAID WH EN AND HOW THE NEW CASH 

WILL BE RAI SED IS STI LL A QUESTION 

COMMENT I NG ON THE RAILROAD RETI RE~ENT 

PENSION THE SECRETA RY SAID THAT THE TRE ASURY 

HAS A NEW PLAN TO SUBMIT WHICH WILL COST 

THE RAILROADS MORE MONEY 
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ADD rtNANCING, 

MOI<GENTIIAU 1 HOWEV£11 1 DECLI NED TO SAY TliAT THE INDICATED D£FI CI£NCY 

W TAX NECEIPTS WAS THE UNDEHLYING H£ASON fOH THE NEED fOM NEW 

dOKkOW INGS, 

HOWEVEH, HE IN DICATED HIS CONCERN OVEW THE GOVERNMENT'S lNCOKl 

IN THE C~KHENT fi SCAL YEAR WHEN HE SAID THAT THE TREASUHY • CANNOT ~ffOHD 

TO LOSt• $1001 000 1 000 IN RAIL TAXES, IIOW IMPOUNDED PENDI NG OUTCOME 

OF LITIGATION OVEH THE PENSION ACT, 

MOI<GENTHAU SAID THAT THE NEW RA IL PENSICN AGREEMENT l<ECENTLY kEACK£D 

dET~LEN THE CAxklENS AND THEIR EMPLOYES WA~ • vtHY NICE BUT IT TAKES IT 

($1001 0001 000) OUT OF THE TREASURY'S HIDE AND WE CAN ' T AffORD TO HAVE 

ffiA T AT THIS TIM£ .• 

UNDEH THE AGREEMENT THE IMPOUNDED REVENUE WOULD BE REFUNDED, HALf 

TO THE :!AlLi!OADS AND HA Lf TO THE RA IL WOHKERS. 

• Tk£ Tl<EASURY WOULDN'T LOSE ANYTHING UNDER MY PLAN,• THE SECHETARY 

ADDED, • AND THE RA ILKOAD BNOTiiERHOODS ~OULD fAR£ BETTER, THAT IS, 

THE IN llWt:F ITS WOULD BE HIGHEN . • 

ALL INTERESTED PANT IES IN THE RAIL PENSION HATTEN MET WITH 

-oHG ENTHAU AT 4 : 30 P. H, TO CONTINUE DISCUSS IONS ON THE COMPNOMISE 

"~HEF.MENT . 

THE CONfEREES INCLUDED SENATOR PAT HARk lSON, CHAIR~AN , ROBENT L, 

OOUGHTON, J , 'J. PELLEY Of THE AHERICMI ASSOCIATION Of RAILNOI.OS, 

CEOkGE lfAAHISON, kEPI!ESENTATIVE Of RAIL LABON , UNDEH SECRETAiiY OF THE 

: 
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TH[A~UKY MAGILL AND ACTING ~UDGET DIRLCTOW BELL, 

ASKEU WHETH£H RECENT DISCUSSIONS WITH THE FEDERAL RESERVE BOARD 

IN~LUOED THE POSSIBILITY THAT THE COLD STERILIZATION PHOCHAH WHEREBY 

THL TKEASUHY PURCHASES All FOREICN AtW NEWLY MINED DOHESTIC COLD AND 

PLACES IT IN AN INACTIVE FUND TO KIEP IT OUT OF THE CHEDIT STHUCTUHE 

~ULD BE DISCONTI NUED, MORCENTHAU REPLIED & 

• tHERE IS NO STATEMENT IMMINENT, • 

BUT A I'OMENT LATER, THE SECHETARY ADDED • tHAT STill DOESN ' T GET HE 

OFF A 2~-~0UR BASI S,• 

~/,--C~~OP 

ADD~JNANCINC , 

THE SECRETARY DECL INED TO DISCUSS DETAILS OF THE CONTEMPLATED 

rJNANC ING 1 SAYING THAT NO DECISION WAS EXPECTED REGARD ING WHEN AND 

KOW THE FINANCIAL OPERATION WOULD BE MADE UNTIL AFTER PRESIDENT 

~OSEVELT'S NEW BUDCET ESTIMATES ARE MADE PUBLIC DUR ING THE WEEK Of 

~niL 1,, 

MOHCEtrrNAU ' S ANNOUNCEMENT REVEALED A CHANCE IN TREASURY PLANS AS 

IT HAD PREVIOUSLY SEEN INDICATED THAT THE GOVERNMENT PLANNED NO FURTHER 

BOHHOWlNG OF NEW ·FUNDS THIS FISCAL YEAR , 

IT WAS BELIEVED THAT THE DECISION TO BORROW NEW FUNDS MAY HAVE 

~SULTED FHOM FAILURE OF TAX RECEIPTS TO COM£ UP TO TKEASURY ESTIHATES. 

~/,--C~33P 
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April 5, 1937 

To: Secretary Korgenthau 

From: Dr. Burgees 

Treasury bonds opened higher and fairly aot.1ve on the 

board, and rose rctdly thereafter in a market which was 

apparently largely professional, up to 11:00 A. !.!. , gai ns 

in several or the long bonds relative to Saturday' s close 

ranging up to 3/4 or a point. Transactions in Treasury and 

Guaranteed bonds during the tirat hour totaled $1,400, 000, 

a large part or which represented trading in three long bonds 

and the H. O. L. O, 2 3/4s or 1939-49. Treasury bond quotations 

receded rather rctdly thereatter as eome orterings appeared, 

and during the noon hou.r found a level generally 2/32 to 

ll/32 better than last Saturday. ~arket turned firmer early 

in the afternoon and prices held more or less steady in quiet 
. 

trading up to the close 'llben Treasury bonds were 6/32 to about 

l/2 of a point up !rom last ·Saturday. The average advance in 

Guaranteed bonds was about l/2 point. Total turnover or 

government bonds on the board was $5, 681, 000 agll1nst $4, 010,000 

last Saturday, and $6, 082, 000 on Friday. Treasury note• 

followed the long tem market and at their best level• thia 

morning they were l/12 to 6/32 up !rom last Saturday and oloaad 

generally l/32 to 3/32 better. The l l/2e ar J une , 1940 were 

up 4/32. 
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so 

Domestic bonde opened alight~ higher and fairly aotive, 

and advanced moderately in the tiret hour. Market aubeequently 

turned dull and prices receded from their highs. Some buying 

interest appeared in the last halt hour and 1n the high grade 

croup, both the seasoned and low coupon retund1ng bonds closed 

at their best levels, tractiona11y up from laet Saturday. 

Second grade bonds finished small tractions to, eay, ~/4 ot a 

point up from Saturday. 

Foreign bonds were dull and neglected all day and there 

were no pr1oe changes ot consequence except in the Italian group 

which closed fractionally to 2 pointe up on the day. 

Purchased today $1,000, 000 2 1/2'/. Treasury bonds ot 1949-53 

tor account Government Lite Insurance Fund and 82,200,000 

miscellaneous Treasury bonds, one-halt ot which 1s tor System 

Account. 
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A portion of this telegr am 
1nust b e closely parnphrased 
befo re being communicated 
to nnyone . (A) 

Secr etary of State, 

1/faahin{; ton . 

448, April 6, 5 p . m. 

PROT: DOCHRA:f , 

Paris 

Dated April 5, 1937 

Rec•d 4: 18p. m. 

(GRAY) 

~eetures of today's exchange trading is -.akness 

51 

of the ~~lln1 • ~he marke t is not wide and the dollars 

s old by t;\e Sov iet through Lazard aga inst sterli~ are 

e nout;h to depress the rate . Eanlt of France has not taken 

numy dr llal•n trof e rring t o lower its dollar buying price 

in advarcc of t'lo declin ing dollal' rate . Bank is offering 

106 . 35 fer ster hnr but not gettil\b much since market is 

bidd~ 106 . :>6 . ~ rench rentes un but share trading inac-

tive . 

FJTAN::It.l, l'I!ESS continues to stress pos s i bilities 

of Loopon Sugnr Conference for o~ploratory discussions 

of var:~.oua acono~o~1c and monatary p roblems . The new a tory 

today is that France and Grcnt B1•itain have asked van 

Zeeland to organize an International Economic Conference 

nith ~articular purpose of inquiring into means for 

l'Oruovin:, inte rnational t r ade barriers . 
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LJ: OAPIT.U. plead& for OOIIdUO' of J'l'eJIIOh ill,UD&l 

affaire in aucb aanner tba' preeent gold atoo~ of bank 

aay not be ~her diainiehed and tha' control fUnd may 

acquire sufficient new resouroee to repay the Britieh 

bankinc ored.i' wi 'hout reeorUng to 8&Dk of J'l'anoe gold 

wpply. 

With regard t o the f1Dal paragraph of ay telegrea 

J o. •s7 of April a . • P·•· Ool4 ebipaente alrea4y en­

gaged. frc:a Belgiua, England and 11141& for Jew Tort are 

not being •'opped. by Parh·.b.erioan b&Dke, but ae a reeul' 

of 'he nerTousnesa froa London-Jew Tort principal& ~u 

the future gold buying prioa of the Federal, they are 

aatinc no p, .. oc:aaitaante. 

WILSOJ. 
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R.t.lLROAD RETlREL!EtiT :.tE.LTitiG April 5, 19)7 

4 : .30 P. M. 

Present: 

ll. II . Jr : 

Llr . l.!agi.ll 
l.lr . Bell 
llr . Cost on 
Mr . George Harrison, Railro~d ~abor Executive 
Mr . J. J. Pelley, Railroad Companies • Representative 
Senator Pat Harrison 
Congressm~n Robert Doughton 
Ur . La timer 
l.lr . Altmeyer 

Gentlemen, tile r eason I asked you to come down here 
was tha t I had lunch R1 th the President end I pre­
pared o memorandum which I showed h~m. His original 
idea ~6S th&t he was going to w~ite this letter to 
Se~tor Harrison and Mr . Doughton, and he changed his 
mind . I mean just so you >tnO,. where we •re a t. 

Sen. Harr .: I think that ' s right . 

ll . i.[ . Jr: He reconsidered that and decided that I should read 
this memor andum to you peopl e with the hope that we 
could cct together . But I am at liberty to say that 
.vhat I om r eading meets with his entire approval. 
But be changed his mind about doing i t in the form 
of a letter to you t,·;o gcntlt!men (Sen. Harrison t;nd 
uougnton), and he thought he ' d r ather do it this way . 
Now, I can r ead it tnrough once and then discuss it, 
or read it and then discuss it by paragraphs . 

Sun . Harr .: I thiM you better r ead it through wi thout interrup­
tion. 

ll . :.l . Jr : Not very l ong; it ' s two and a half pages . 

•The original Railroad Ret i rement Ac t was approved 
on August 29, 19.35, effective Warch 1 , 1336 . At t ile 
sace time tnere ... as passed a separ ate tlix law effec­
tive as of the same date and intended to provi de suf­
ficient revenue to meet the retirement allowances . 
Subse~~ently an injunction was secured against the 
collection of these t axes and tnis suit is still 
pending on appeal . In the meantime r etirement allow­
ances ore being paid under the Railroad Retirement 
Act , since its oper a tion was not tffected by the 
injunction suit. 
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"The original tax lew provided for taxes totalling 
7 percent of the railroad payrolls , one-half to be 
collected from the employees as an income t ax end 
one-half fro~ the ccrriers as an excise tax. Tne 
budget ror 1937 contains an estimate of $134 . 5 
clill i ons receipts from these t axes ror the period 
:.!Hen l, B3o, t o June 3J, 1937 . Although the 
rlailr ood Retirement Act nnu the present t ax low 
ar e separate and independent, the intention wos that 
the collecti ons under the t ax le.v should be sufficient 
to car e for the allowances to be oaid under the Rail­
road rletlrement J.ct . At the time· the Acts were 
orielnally udopted ther e "11s tes timony tiy Mr . Eastmc.n 
end ~r. Latimer to the eff ect that the benefits would 
re~~ire taxes variously estimated at from 7 percent to 
lv . 3 percent of the railroad pcyroll . " 

I w11nt to interrupt . !he reason tnat I haven't had 
any of the Social Security people or Latimer here is 
tnat it ' s gotten down to n c.uestion of estimates and 
revenue, and i"'smuch as I am - I had to look after 
that , I didn ' t feel tnero was any sense of hvving 
tnern here . It just would complies te matters . If you 
clear the Trea sury hurdle, you ' re ell right . So I 
thought tne less people the e asier it i s . But anyway, 
it is purely - I'm the "nigser" in the woodpile , and 
so you mlght a s well see me . I mean there is no use 
having Yr . Latimer or Ur . ~ltmeyer here for tha t 
reason, because they ' re not objecting and we are, 
but purely on the revenue end . I mean it's purely a 
ma tter of revenue. I mean tha t's what I 'm hired for 
ani I'm trying to do my Job as v.·ell as I know how. 

"It ls my understanding that the recent agreement 
between the railr oads and their employees provides 
for l oNer rates of taxes, which do not reach the 
present level until J anucry 1, 1949. Moreover, the 
agreement prov1.des that the proposed new 1·axing Ac t 
sltnll take effect on J anuary 1, 1937, .. nd that the 
t a xes accrued under the present law between Yarch 1 , 
19)6, and Dece~ber 31 , 1936, shall be abated or re­
funded to tne carriers end tneir employees . 1he effect 
of this arr11ngement is a net loss of revenue to the 
Treasury for the present f i scal year in the ~mount of 
more then $100 millions . 

Regraded Uclassified



.!Iarrison: 

Bell: 

Harrison: 

Bell: 

H .. &. Jr: 

Harrison: 

- 3 -

• The proposed agreement also provides that the 
Treasury snall take over the liability under cer­
tain private pension plans now provided by some of 
the railroads. This liability is estimated at $200 
millions . If the plan is put into effect, it would 
be necessary to ask for an ~ppropriation of $40 
millions for the fiscal year 1938, for the purpose 
of meeting the liability under the pri vate pension 
plans . " 

40 million for 138? 

That ' s nn additional estimate, as I understand it . 
They ' d spend during next fiscal yea r or after this 
LCt fOCS into effect somewhere in the neighborhood 
of 85 oill1on. 

I thi~ that ' s about fair . 

55 

This is on additional estimate over wha t is already ••• • 

All right? 

Well , I ' ll bring 1t up later . 

111 aCI a..lvised that the proposed t axes work out to be 
tne e~uivalent or a fla t t ox of 6 .6 percent on the 
railroad payrolls . The Railroad Retirement Board bas 
calcula ted that toe cost of the ~roposed railroad 
retirement progr am will be the e~uivalent of 7 . 11 
percent of t he railroad payrolls . The difference 
bet•.veen t he estimated proceeds of the tax and the 
estimated cost of the pla n would have to be met out 
of the general funds of the Treasury . Thi s charge 
has been proposed on the theor y tha t if the railroad 
employees had remained under the Soci al Security 
program the retirement al lowances to tne present 
employees woula have cost the Government .35 percent 
of the payrolls mor e then the taxes which would ha ve 
been paid by the present employees under the Social 
Security Act. 1 ac advised, no.-.ever, that the Govern­
ment actuaries to wnom this plon has been submitted 
agree that the fact i s that railroad employees , pres ent 
and future , would pey $840 millions more in taxes under 
the Social Security l aw than they would receive in bene­
fit s . Consequently it appear s tha t t here is no actual 
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justit"1c~tt1on for calling upon the Tr easury to meet 
p~trt of the cost of the proposed plan, on the theory 
that the <>oci ul Security progr am is bei ng r elieved 
from ll l1abil1 t.y by 1 ts adoption . On t.he contrary, 

56 

tne plan snoula be so designed llS to be self-supporting, 
and not to involve the Tre~sury in large actual and 
prospective losses . 

"I am fUrther aavised tnat the calculations upon which 
the proposed rates of tax have been determined are 
b6sed on the assumption thLt healthy employees will 
rttire a t an averaGe age of seventy years . This age 
level is considerably in excess of thEt wh1cn has 
been used 1n calcul~ting tne cost of the Social 
Security program . If the present assumption should 
prove to be incorrect and railroad employees should 
retire Lt a n eLrlier age, the effect would be greatly 
to increase the cost of the railroad retirement pro­
gr am, with the result of a further def i cit . 

"The proposed legisl~tion provides benefits to rail­
rood employees subs t nntially g reater tnon those pro­
vided by the Social Security Act . It is my under­
standinG t~t all pErties agree thvt the rates set 
in the proposed tax bill shoulc be sufficient to pay 
for tne proposed benefits ~nd that other t axpayers 
should not be called upon to meet the cost of t he 
proposed allowances . Moreover, i f tne plan is to 
function on 6 sound b~sis it is essential ti!Et the 
taxes presently collected snoll be sufficient, no t 
merely to meet the immediate liability for allowances 
but the much greater liabilities which will arise in 
the f uture, as the retirement plan becomes fully opera­

tive . 

"The Acting Director of the Budget is now prepari ng 
revisea estimates of receipts and expenditures for 
the current fiscal year . The figures non avai lable 
show that the receipts f rom severa l of the i mportant 
sources of revenue, such as the income tax, the gift 
tax, and the tax on unjus t enrichment, h~ve fbllen 
considerabl y behind the esti mates . Although ther e 
~oy be slight increases 1n some items of revenues, 
ana collections may increase duri ng the remainder 
of the fiscal year , t.here seems to be littl e doub t 
tha t the actual r ecei pts f or t he fiscal year •11111 be 
less than the Budget esti mates . Under t hese circum­
s t cnces, it i s most important t hat additional l i ab i l-
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ities for expenditures, beyond t hose contemplated 
in the Budge t , should not be incurred 'lfithout pro­
vision for new t axes t o meet them. If the proposed 
legislation Nere &dopted1 there would be an i mmedi a te 
loss of revenue of over '100 millions, and a prospec­
tive net loss of several hundreds of millions . Cur­
rent expenditures would be increased by a t least $40 
millions, to meet the liabili t i es under the carriers • 
private pension plans . I ccnnot approve of these 
additional charges upon the Treasury a t this time . 

~ have previously suggested tha t the propos ed pl an be 
mode effective Ju.ly 1, 1937, instead of J anuary 1, 
1'37, a s now contemplated . It i s my understanding that 
tne railroads have agr eed not to contest the constitu­
tion&lity of the proposed t axing oct, which is sub­
stantially simila r to the existing law, except tha t 
its r e tes are lo-• er . 'I here should ther e·fore be no 
legi t i m&te objection on their par t to withdra~ing their 
present injunction suits, and paying the t axes which 
have already accrued. Furt her, I unders t and t hat the 
benefits t o r ailroad employees under the exis~ing l aw 
are somewhat more gener ous t han the allo1vances i n thP 
pr oposed new legislation . Hence the continuance of 
the existing laws until July 1 will have a beneficial 
r a ther than an adverse effect upon the r e tired employees 
entitled t o allowances . I unders t and tho t all parties 
agree that the retirement plan should be self-support­
ing . Ther efore , the l egi slation should contain provis­
ion for peri odi cal reports by the Treasury as to the 
sufficiency of the t ax r a t es to meet the estima ted 
liabilities f or r etiring a llowances . With these terms, 
the proposed l egi slation 'llould adequately protec t the 
r ailroad employees, and the Tr easury would not be sub­
Jected to a loss of revenue, current and prospective, 
with which it should not be burdened . The plan, 
modified in these respects, has my approval . " 

IJo you 'Nllnt to give !dr . Harrison und :.lr . Dough ton 
copi es? 

Who ' s "I," the President or yourself? 

r •a talking nerc fon mysel f , but the President has 
r ead this and it aet with his entire approva l . I 
had lunch with the President end I am authorized to 
say tha t what I wn saying in t hi:J memorandum for 
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myso:U meets with t he Pr esident ' s entire a ppr ovol. 
But he wonted me to say i t f or him a s hi s fisca l 
officer . 

58 

Sen. Hsrr . : ::ell, the only thing, as I understand i t, is t he 
question of this money thet ' s been collected under 
the ?resent law being pai d into the Treasury to 
go into the fund , or Nhether or not they be excused 
from paylng it. I don ' t lmrgine there ' s any great 
amount of' difference between the July fir~t and the 
J anu!lry f irst aate . But the other seems to be the 
bone of the contention. Do I inter pret i t r i ght ? 

Pe lley : ~es , except tns t L~timcr ' s figures indi cated t hat 
tnere would be no question about the sufficiency 
of thl fund if the t ax ~oulo be started on the firs t 
of January; that is, tnat i t would be lll8de retroactive, 
get in the tsx from the first of Janua r y on the f i ve 
percent basis . 

tl •• J.Jr : :.·ell, of course, if you ' r e going to throw Lati mer ' s 
estima tes against th~t , we have the actuaries of the 
Social Security , the actuaries of the Treasury , and 
then this independent bo~trd of which Mr . Buck i s the 
head . i •nd m:ve t hey all signed tha t yet? 

Bell : PresUlll~bly huve signed it, but we haven ' t the signed 
document in our possession. 

H . ~ . Jr : But .e will have? 

Bell : 

Boll : 

d . :.I . Jr : 

Pelley : 

,/e will have . It ' s sup ,..osed to be coming by speci al 
delivery . 

Thr ee? 

Three . A Board of Government Actuar ies • • •• 

A Bourd of Government ••ctuaries, Social Securit y 
,.ctuEries, and the Trc~osury act®ri es, all concur 
as t o tne f i gures, &nd the only person that doesn ' t 
agree is l(r . La timer . llo.1 , I say we can all be 
wr ong and t na t ' s Nny I wanted to be sur~: . 

'.'loll, ~os I understood it, ther e ' s no disagr eement 
among the ac t uari es as to figures, but t her e i s a 
di sagr eement as to assumpt i ons . Isn •t t hat right, 
Uagill? 
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Yes, it ' s right in this way . All toe actuaries 
nave used tile Ra1lror.4 Retireoent Boar d ' s figures . 
That is, they have not at t empted to make up new 
sets of figures . !lo.v, .vncr e the disagreement occurs 
is, as you s oy, on these assumpti ons . That i s , first , 
on tois C( Ues tion of l'lhether there is any Social 
Security differential, 11' I may cell i t that; and 
tnen s econdly , as to this EJge of r etirement propo­
sition . 

Now, on tne Soci Ll Security a i ffer enti al, the l as t 
I heard from Wr . ~~timer - and I know t his i s true 
of the other actuaries - they ell say toat there is 
notoing to it; there Just isn' t any such differ enti al , 
or as f;,r &.S th~;re is any it' s the other .my . So 
that ..•. 

Vlho mekes thLt st~otement thLt there is no differen­
tial? 

Well , ~11 these actuaries, as I understand , have come 
to that conclusion . Ana the lLst I nave heard from 
Mr . L&timer - I aon•t know what may have transpired 
ln the mevntime - I'II.!S thu t his actuary, Glenn, sai d 
that he coulan• t put any figure on eny such differ­
ential . 

;?ell, the Social Security BoHd put ~o figure on 1t. 

.Vell , Altmeyer tells m.: tot! contr ary . 

{/ell, "'e ' ve got it in .r1t1ng; thLlt ' s all I know 
about it. 

Well, i f you r efer to the sEme l etter I do, i t is 
to tne effect tha t tney .vere willing to give the 
railroad empl oyees tne benefit of the differential 
l f there was eny, but the last I heard from Altmeyer 
he said, 11We •re not inter est ed in the thing any 
more because we figured it out and there NBS no 
different i al . " 

There was a mention in that l etter of what the dif­
ferential would amount to . 

Don ' t .tno" anything Ebout th.e. t. 

&50 millions . 
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•• ell , it1 s - if it ' s important I can get Ur . 
Altmeyer over here in f ive mi nutes . 

Well, we hno a copy of the letter, Mr . Secr e t ar y , 
befor e .ve reacned this ngr eement , and i t i ndicu ted 
ubout 650 million dollars differenti al out ther e . 
Leveled out, i t was 11 million doll ars a year, and 
tha t was . 5J% of tne present payroll. 

I don ' t understand tnct, because, as I say, mY 
l~st communicutlon from Altmeyer was that 
Williamson, who is his actuary, bed gone all 
over these figures with Glenn and with Latimer 
and concluded the t there wus no differ ential in 
favor or the plan at all . fnd conseyuently, he 
saia . . . . 

Tna t •s news to me . 

That ' s an important point to me . I ' d like to know 
wno •s telling the truth. 

( Secre ~ary phones for 
Mr . hi Cmeyer) 

fO 

I ne£rd you (~agill) say that in the conference up 
in Senator l:lbrrison1 s office . That' s the first I 
ned neard that anybouy yuestioned the differential . 
J..nd I don• t know who the "daddy" or the oifferential 
idea is - probably Lf timer. 

I t hink it ' s Lctimer . 

He ' s t old me for six months tnat we ' d be better off 
under ~ocial Security because we ' d get out pr opor­
tionat ely more than 'lfhat our taxes would buy, beccuse 
the age of our men on the aver&ge i s ten year s above 
the age of the grea t group of 2b milli on covered by 
Social Secur ity . So he got up the f i gures . One t i me 
the differenti al omount~d to as much as a bi lli on, 
a hundr ed and f i fteen mi lli ons of dol l ar s , end then 
on a r evis i on i t dropped dovm t o about 800 mi llions . 
Now, taki ng 800 mi lli ons nnd paying inter est e t thr ee 
per cent 1n per pet uity - that is equiva l ent to f ifty­
three hundredths of one per cent of a t wo bill i on, 
two hundred mil l i on dollar payroll for our indus try. 
That ' s bow you get the f ifty- t hree hundredths - t he 
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way it ' s been explained t o ~e . 

Now, taking the pre~ise of this statement, Mr . 
Secretary, that you r end - I 1 d just like to go 
over that . 

/I ant to r ead from it? 

61 

No, I think f or jus t a minute - see if I can get inis 
thing into a very brief statement . 

Make i t simple so I cnn under stand it . 

Yes . Now, ner e 1 s the situation . 

Congress passed a t&x t.ct effective March 1, 1936, 
provia i ng for 3!% on each or 7~ . At t he s&m( time 
tney pas sed & benefit measure . The railroads went 
i n &nd enjoined the Government from collecting the 
t axes . 

The r ailroads? 

As a r esult of the effor t by the railroads and the 
courts, l'le notified all r a ilway empl oyees not to 
r etire because the permanency of the liti gation was 
bei ng questioned . 

The Retireoent Bourd , thr ough the Tre&sury, pai d out 
about a milli?n dollars in tne year of 1936 in bene­
f its . The Tre,sury collected t229, 00J approximately 
in what taxes were paid . The outgo against the income 
leaves t he Treasury in the nole about $761, 000. 

Thousand dollars? 

Seven nundr ed sixty-one thousand f or t he calendar 
year of 1936 . 

Now, a t t he invitation of the President, the employees 
and the r ailroods got t ogether and after s even weeks 
of conference, and with the aid of the only Government 
department bivon t o us , the Rai l r oad Retirement Board, 
we worked out a new system to take the place of the 
contested legisla tion. lie revised the benef its to 
reduce the cost and then we worked out a tax bill 
commencing the first day of J anuary, 1937, and taki ng 
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into consideration what is due us under Social 
Security . The plan was to b e self- sui'ficient, 
in balance uctuarially, 'nd the Government would 
not be out any money. 

No11 , 1n your Budget for tne year of 1937, the 
calendar yeor, you had lJJ some odd millions as 
anticipated income, but you didn't get it. 

You mean 1 36 . 

62 

No , it ' s the fiscal year 1937 . But you didn't get 
it and you can' t get it now because the courts 
enjoined tne collection of it. So if your financing 
pr oblem i s upset by not getting - by this new tax 
bill , it. was upset before that, because you didn ' t 
get tne revenue and you have to find some other way 
to substitute for that item . r:o:. • .• 

But until 1ve lose the case in the court, we consider 
th&t perfec t l y good . 

Well, I ' ll tell you abou~ tha t. I don' t lcnow a thing 
about the l aw, but we would never have sa t down with 
these r a ilroads to cnange the present l aw i f we were 
confi dent we could win t.h&t litigation, und tnat wus 
the aavice the Governcent gave us, just in the family . 
Th&t ' s wny we sat do~ with t hem. 

Tne t 1 s where we differ . fie think '"e ' ve got a good 
cese and IYe ' re perfectly •~til ling to wait until the 
courts decide 1t . We think we 1 re going to get it . 
We think we 're going to wi n i ~ . 

Here ' s the difficulties of that . I di dn' t get into 
this situation except at the solicitation of the 
President of t he United St a tes . He got us into the 
tn.ing . lie said, "You fe!lolfs ought to ge t together 
and re,ch LD agreeoent." 

And on the other hand - let's understand each other -
as far a s you ' re concerned, .. e can call a spade a 
spade . 

Yes, sure . Doesn ' t matter now. 

You're in good humor. 
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That. ' s right. 

It ' s easy enough to get t ogether and take it out of 
the hide of t he Tr easury. 

Well , I certsinly sppreci ate your frankness on tha t . 
We Clidn1 t underst~ond we .:ere doing that . 

As f ar as you ' re concerned, you people don ' t ge t 
anything out of this . As u matter of fact, you're 
better off with the present law right as it i s , be­
cause rtr;1 people tell me that your men will get 
larger benefits than they will under the proposed 
plan • 

.Jell, tna t 1 s true f or t he future , but not immedili tely . 

But f or the futur e - tnot your men - so wha t I am 
arguing is not Lgainst the interests of the members 
of your union . 

Now, when it comes . . • There are two things . When 
it comes to coming to un agreement to buy off the 
r ailroads on t nis suit, a nd while this t hing i s on 
the books and our luwyers tell us we ' ve got a n excel­
lent chance of winning it, und my job is t o t ry to 
keep the finunces of this country as near ly on an 
even keel as possi ble, I'm going to try t o earn my 
salary , that ' s all . 

V. ell, I wouldn't quarrel with you a bout that , I 
wouldn 't quarrel with you about tha t. 

I don' t think any Secret ary of t he Tr easury has ever 
been through more ,d.if'ficult times t han the last 
three years . The first money that I borrowed in 
November, ' JJ , cost two ~nd a ~uarter per cent for 
thirteen months, and the last w&s seventeen years 
at two unCI a half . It's t aken me three years to do 
it . 

Now, I r eoli ze tn&t if I was popular outside of t he 
Treasury Department I should be fired . I think I've 
got t ne respect of the Tr easury employees - I hope 
so - und I th~nk t heir affection, but no Secretary 
of the Treasury is popular that ' s worth his keep. 
But I 've go t to keep fighting, fighting, fighting 
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all toe time to try to keep the revenue t na t 
we 've got and not to have mor e legi slation passed 
over and above the pr esent Budget . 

NoH , a s f ar a s I cun understand, at no time in 
t his discussion di d anybody ever r aise the ques­
tion of rates with the President . 

Notning other t nnn t nis , £ S I r ecollect. 

So ~s f ar as t he President ' s keepi ng faith with you 
gentle~en, he ' s Kept good f aith. He asked you to 
get togetner, but so~eboay overlooked the f act t o 
point out to r.im t hat the Treasury would have t o 
give up tnis r evenue . 

tlo.v , the fact - you C!ln take JJ 1/J 'f, of the tllX­
payers of the United States file temporary t ax 
returns, ~d somebody mtght come e long £nd say , 
" Nell , you can t ake their esti mates . You don ' t 
be ve to fight . 'lhey suy t hey ear n so much and 
tl1ey give a temporary \.ax r eturn. 'fake their 
estimates." But we 1 ro going to fight every inch 
of the way to get what we l.hink we •re enti tled to 
under the law, uncl th& t ' s my job . 

I won 't 4U&rrel .vith you on that . 

Thct 1 s oy job . 

Anu I ;vent to soy u step further - which I told 
tnese two gent lemen (Sen . Her rison and Doughton) 
two months ago, bnd wnich I•ve never sai d before -
I say the firumces of t ni s countr y have come to 
tnis time tnat if I have to do everything possible 
to see that t nis Budget is balanced - because we 
cancot continue any longer with defici t financing; 
we just cannot keep it up, I mean. 

And the thing tha t effects your members a s much as 
it affects anybody i s thot with a constant rise -
increa se in the cost of living, their purchasing 
dollar goes do1m. 

That ' s right. 
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Now, the th i ng that I 've got t o do f or everybody, 
all the citizens , is to t r y to keep t hi s inflati on 
down, try Lo keep the cost of livi ng down, and one 
of the principal .vay s of doing 1t is to try to keep 
the finances of this country on &n even keel . 

No.<, tht.t's tne way I see IllY Job . lioK, if I 1 m 
over1•uleu, I ' m overruled, but I ' m going to go down 
with my fll<g flying . If ruy ship is sunk, all rlght, 
but I ' m going to keep fight ing until I am sunk, and 
the time h10s come for me to fight . And as long as 
the Prosldent for whom I 'Nork, who is my only boss, 
tells me to keep f i gnting, I ' m going to keep fight i ng . 
Now, if I ' m licked, if ...:ongress doesn ' t agree wltn me 
tnd I'm licked, way, I ' m only an appointed officer 
~nd that ' s all tnere is t o it; tne final say is with 
Congress . But as long ~ s the President is btcking me, 
my flt.g is up. 

Rell now, assuming • •• 

J,nd I ' ve been licked before . 

hSSuming that toe aa vice Ne got f r om the actuaries 
of the Retirement Board is correct, that our pl an 
would be in balance starting the first day of January 
of this year, tnen if the Treasury got the ta~es 
unaer the existing legislation , they ' d have ten 
months of taxes for 1 36, about a hundred million 
dollars, tnd •. . . 

,\e ' d collect - you see, the fiscal year ends June 
30th . . • 

Yes , but for t en mont hs of 1)6 , star t i ng Mar ch 1s t 
and running to December . 

Oh, for ' 36 Ne would neve got ten months ' taxes • 

If the legislation would stana, you 'd have ten 
months of taxes f or 1 36, which would be about a 
hunlred million. And you paid out one million, 
got in $229 , JOO to offset that, so you ' d be out of 
pocket t76l , OJO, that ' s ell, if our pl an i s in 
balance s t ar t i ng the f irst day of Januar y . 

Would you mind r epeat ing that? 
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Assuming that our pl an is in balance starting the 
first day of January, the Treasury then IVould have, 
i f it collected the tvxes under the old tax law 
for ten months in 1936, one hundred mill ion dollars , 
approximately . Tne Treusury has disbursed one 
mill i on dollars dur i ng thLt ten months in benefits; 
they have collected :229, 000 in taxes , leaving a 
difference of ~76l,OJO . So the Treasury would be 
to the good $1Jo, ooo, ooo less t76l,OOO mor e than 
what the pension plan r equires , if the actunries • 
figures are right. 

Bow about the cash figures? What about thot, Bell? 

:lell, u nundred million dol h .r s is what Ne would 
nave if we collected . 

Up to January f irst? 

llo, under tne present lr.w os it noN stands , at the 
ena of June 30 , 1937 . 

Under the pr esent law . 

And ..:e would pay out - of course, there• s something 
to come out .nore than •..• 

·.:ell, combining tnis ye .. r , there ~muld be some more. 

.. e couldn' t collect the hundred million witnout having 
to pay somt..thing out , because the systems 'Noul d cer­
tainly run along together . 

J es, if it remained operative . 

You mean if the l aw 1Vasn1 t changed? 

If it remained just lS on t he books now, ultimately 
the plan would be in balance, taking t he present 
tux legisla tion and present benefit l egislation. 

(Altmeyer comes in) 

They •.vere quoti ng your m.me and I t hought you 1d 
better answer your o.vn argument . 
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!IOif, to boil the thing down as we see it, Clt leut 
the advice .ve got 1n tho confer ence and the basis 
of our agreement was this . The taxes plus the 
Soci al Security loadi ng would finance the new bene­
fit plan starting the first day of January , 19J7. 

Under the present law? 

llo, the r evised law . ~herefore , i t left the Treusury 
in possession or ten months ' taxes under the old law, 
Nith an out~o of only one million dollars . And we 
said, "That s wrong ; the Treasury has got one hundred 
million aolla rs less one million collars out go, or 
99 oillion dollurs ~rofit on the transa~tion . And 
ther efore let ' s repeal tne ~axes for last year and 
start the~ out on the first day of January . • Now, 
th~t MaS the advice th6t fe got f r om the actULri es : 
that our proposed t ax plan A'Ould support itself; 
otherwise, Ne would not have made the t axes effec­
t.ive J anuary 1 of thls year . Now, i f we have got 
buro advice, that ' s another questi on . 

Now, just before I cume down .here I talked to Mr . 
La timer again. Now, Glenn ha s finally got up his 
figures on the outgo a nd the income and he makes the 
positive statement tha t tne t axes pr oposed and the 
benefi ts pr oposed will support each other until 1970 . 

Under which bill? 

UDder the proposed bill . Until 1970 it will be in 
balance . 

f~o does Glenn work for? 

He ' s tne a ctuary of the rtotirement Board . 

\Vha t happens aftor that? Have t hey figured it out 
from .... 

Glenn ha s said he figures it will run until 1980 
until i t c r eat es a deficit. 

70 years is the basi s of retirement. 

He ' s taken the aver age of 67}; t hat is , 65 for 
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unhealthy lives and 70 for healthy , giving an aver age 
of 671 . 

1ney don 't figure on the bLsis of 70? 

No, it's f i gured on the bosis of 67!. 

That ' s on account of the disabled people fS well as 
the healthy . 

The assumption is tha t the disabled man will quit 
as early a s he is eligible and the healthy man will 
4uit on the a verage at 70; put the two together . 

I didn't ~now toot Glenn had agreed to those figures , 
because toe l6St time I talked to Glenn he didn ' t •••• 

:;ell, that 's the firuil word, and if there's any 
lat~r figures I suggest you call him . 

1he figures as Latimer gave them to us was that 
taey would carry until 1960 on tha. t assumption, 
and thereafter there was a deficit each year of 
30 ~illion dollars . 

Is Glenn Social Security? 

t<o , Glenn is the actuary for Latimer . Will i amson 
is the actuary for Social Security . 

~e hoven ' t had the opvortunity to see those . 

Latimer said - just gave me that statement ond sai d 
I was free to inform you gentlemen about it • 

.Vell no•11 , there ' s one thing in here about 40 milli ons 
to take over the existing pensioners for the fiscal 
year of ' 38 . :/ell no.v, 1f the liability is $200,000, 0JO 
all told, then $40, 000, 000 is too high, because the 
pensi oner lives on an a verage of twelve years; now, 
12 times 40 is 4d0 millions . And I never understood 
tht.t t40, JJJ,OJO was the cost of doing that for any 
year . 

VI ell, that ••.• 
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I don ' t know where you got that figure . 

Be got tha t estimate from Latimer, or somebody down 
the line, that there would be an estimate of 
a4J,~JO,OOO r ight after tnis act wa s passed . 

Well , I'll tell you whEt that is. They ' ll need a 
deficiency appropriation of 40 mill ions of dollars 
for this fiscal year to t ake care of the increase 
i n the pensioners as a result of the act goi ng into 
effect, removing the uncertainty, and • •• • 

You mean just increasing tho present load . 

AnJ t~~ing over the pensioners now on the carrier 
pension rolls . So that 40 million represents the 
two items r ather than the one. That is my under­
standing of it; now, I may be wrong . 

Of course, there again, I haven' t got any calcula­
tions, as I don ' t need to tell . 

Well, I know the 40 million must be wrong for the 
present pensions . Couldn ' t be tha t much - 200 
million liability. The pensioner will live twelve 
ye~rs re~1r1ng a t 65 even • 

• ~ell , of course, the 20J million is the present 
value figure , as I understand it . But I can t~l1 
you we nave no estimate before us f or 4J mi llion, 
but Ne understood one .. oulti be presented upon the 
passage of that bill . 

Sen . Harr.: It seems to me you ought to have La timer . 

li . M. Jr : All r ight with me, but we cnn1 t get ver y fu r ~With 

Latimer, I •m sorry to s ay . He and I don ' t seem to 
talk the same language. 

Son . Barr .: Latimer is supposed to be an e xpert on the proposi­
tion that this whole thing is based upon. 

69 

H. ·t .Jr : (To Kieley) Get Mr. Latimer on the phone and ask him 
to come over right away . 

As I say , he just doesn ' t seem to talk the same 
langWigc . 
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You s ee , ~r. Secretary , neither the railroads nor us 
'A'ere oble to calculate the cost of these pensions . 
~:e took the Retirement Board , wni ch was made avail­
able to us by the Presi dent, and then the railro~ds 
had their ac t uary cneck t he fi~ures of the ac tuary 
of toe Hetireoent EoE. rd and tn!Jy accepted them . •:.e 
n&d consulted an actuary about it and he agreed tha t 
the benefits were as much as coulo be gotten out of 
the taxes which support them . No;~ , all of a sudden 
we fin~ thvt there is a difference of opinion vbout 
the e ctuarial soundness of the plan . 

70 

Ur . Secret ary, I under stood from the talk we hod the 
otner dey that the soundness of t he plan will not be 
further GUestioned provided the ra i lroaas E.nd tne men 
were wi lling to pay in L t tne r ate of 7 percent from 
toe effective dE.te of this t ax l aw - Karch 1 l a st year 
to July 1 this year . I s tht. t right, :Jr . Magill? 

I think that was nis pr oposition of making the plan 
effective J uly 1, 1937 . 

(Nods yes) 

Vlell , tha t resolves t he whole thing into the question 
of ::hethor or not the r ailroads and t he men are will­
ing t o pay in at t he r ate of 7 percent from the effec­
tive dLte o~ the present t ax law, a oesn1 t it? 

Tha t ' s right . 

All r ight . Then 1f you - the t'e&ture of your proposal 
that uppeals to me as being r ather unsound - got some­
t hing the matter 'Nith it - is that if you can get 
this tax under t he pr esent l aw up until July 1 of this 
year, you are willing to subscribe or waive obJection 
at any r a t e to a pension plan that you yourselves say 
is not actuarially sound . 

Yes , with one proviso which we agreed to t he other day 
in the f irst conference we had . That is, as the 
Secret ary read in the last part or this memorandum, 
I think we a ll understand that t here w111 have to be 
reports periodically or hon the plan i s operating and 
whether the allowances thot are being paid and the 
liabilitie s that are being incurred exceed the amount 
of taxes which are being collected or which ore in 
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prospect. Now, on that basi s you might f ind at the 
end of three years or six years or some other time, 
that you had to cho.ngo the r a te. And, as I unders toad 
it, we all agreed that such a provision of t hat sort 
ought t o be in the l egislation . 

Now, our ne t ,>osition is this : All the actuaries 
that we have hud to l'tOrK on the thing have said thnt 
1t ;;auld re.,uire 8t~ of l.ho payrolls, &s nearly os 
t hey can work it out, to p&y for these bent>fits, using 
tne figures th~>t tne Rdlrold Retirement Board supplies . 
So tna l. toey think thtt the 7 percent r ate of the 
present tsx law is too low, bs they figure it out. 

No.> , the Secre tt.ry 1 s pr oposition was t!Ul t thL t CIBY 
be wrong, you Cleo ~~Y be right, it may be thc t these 
r ailroad men will r~tire at a greater £ge then we 
expect, but us long c s R£ are taking over this lia­
bility of tne carriers under t heir present pl an end 
;. s long as it l ooks to us as if 'lle 1re going into the 
red in a consi derr. ble amount, that we are not justi­
f i ed in subscribing to the thing unless we collect a 
t ax under the hw which i s now on the books and then 
put this thing into ef!' ec t &nd see hol'l 1t works out, 
and - certainly wo won • t be in the red immedi a tely -
read just the thing as occ&si on demands . 

!~ow , another way you C~>n do it, i 1 you want to - I 
aon•t ~o~ thrt ne h~ve ever oi scussed this - to come 
b~c& to this a ifferential : I th1~ at some point one 
thing you c&n uo, l f you ,,r,nt to, i s to fix tnis rate 
of ~x a t a ,JCrcentnce '\'hlch will be suft'lclent on a 
pay-&s-you-go basi s to t~&e into account the oddltional 
benefi ts .vhich a re to bo givcm to ra i lroad employees 
over t hose 110icn the ordinary employee gets, and ad Just 
t:he r &te in comp:~ rison ;:lth Soci a l Security nccora lncly . 
Do I au;«e myself clea r? That i s , ~se the Soci al Secur­
ity r a t e a s r. basis and then add to that, for the next 
three years or wha t ever period you want to t uke, the 
addi tionc l amount which woulu be necessar y on a pay­
us-you- go basis t o pey t nese additional benefi ts . Now, 
our people fi gure thut that rate for the next three 
years woula be 5.6%, I think . 

Thn t 1 s another t i&Y you can handle tllis . I think 
un~uestionably there wi l l huve to be periodical 
ad just~ents of these rates - and take ~ look &nd 
see nn&t our experi t nce shows . 
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:.ell , they wer e "uoting you (J.ltmeyer ) on tnis loading . 

Tuis differential . 

Oh. Our actuary thinks it is very speculative , this 
whole matter of figuring u differential, so Sl)eculo­
t ive that he woulon 1 t figure it, wouldn ' t make a 
calculetion . 

Is he certEin that it ' s the other way? 

;•:ell , it rises and fulls. There is a differential 
to begin with , anJ it fanes out, 6nd then there is 
a minus differential . But he thinks it is more or 
less of a rctionalization. 

::ell, tne reason I asi<ed the -.uestion, in the memor­
andum the Secretary read to us is a statement, and 
instead of tnerto being u rHft'erential in favor of 
r ailroad m~n it is the opposite direction to the 
~:.xtent ot' 1!40 millions of dollars . 

Over wnat period of time? 

Well , iL doesn 't say . 

That ' s the present worth of entire liability . 

For in perpetuity? 

I think so • 

.'.'h~Ct tney said olt.S that you had Aritten E. letter to 
this effect ana put yourself on record . Inasmuch as 
we weren ' t faoili or with the letter, I thought you ' d 
want to say whether y~u had or hadn't. 

Nell, tht t w&s the l etter we filed with you some 
time ago . 

That l etter said in substance that if there was a 
d ifferential, then you wore agreeable to the use of 
it in these calculations , but the 4uestion was "if ." 
Have you ever been committed to the existence of a 
differential? 

No . 
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Here ' s the state~ent on pt.~e 2. "1 om advised, how­
ever, that toe Government actuaries to who~ this plan 
has been submitted ~~ree th<.t the fact i s tha t ra i l­
road employees, present and future , would pay ~840 
m1111ons more in taxes unaer the Soci al Securi ty law 
than tae:y would receive in benefits . " So that is jus t 
t.nt~ opposite of wht.t ~;e have been told heretofore . 
In otner worJs , there Nould be a loading against us 
of 84J mil lions instecd of a loading in our fever . 
Thu t is in perpetui t:y; I don ' t kno17 where they get 
perpetuity , but that is in perpetuity, some place ; I 
don 1 t understand how an actuary gets perpetuity . 

.. e 1d tu.ve to see nhut perpEtuity meant . 

1hc end of time, I suppose . 

No~ the latest - the Social Security &ctuar:y says 
thc t his assistant hcs worked out a oifferential on 
certain assumptions, but thesv various memoranda that 
I ' ve got from nim inJicate tnot he considers the 
whole matter of a differential very speculutive . 

Nell , isn• t this tne situation? Since t.htt actuary 
believes it is sufficiently real to include it in 
his estima te of the cost, and since there is no ques­
tion among Ln:y of us thut the plan will sustain it­
self for at least twenty :years r.. t the proposed tax 
rates, there is nobud:y t aking &n:y chunce on the 
thing . You cen r~ise the taxes l&ter on or , as the 
railroads s~:y, witnout coomittinb toe Nor~ers, revise 
tne benefits. In other woras, it is the intention of 
both of us tnat tne Government shall not be out of 
pocket in this transaction; the i naustr:y should sup­
jJOrt the benefits . Now, we 1 ve taken that posi t i on al l 
r..long and tnnt•s been our record as stated before the 
Com:aittees of Coll6ress . !low, i t doesn ' t seec to me 
th~t we ought to Lssume that the aorkers no~ ought to 
dig down and put up more than we can s ee is requi r ed . 

And put up ~ hundred mill i on dollars here t o help Yr . 
Bell ' s budget . I don ' t get th~t at all . I don ' t see 
now we &re concerned aitn tnat. 

Do I under stand t ha t the r ai lroads wouldn ' t agree t o 
increase the taxes but that :your (Har r i son) peopl e 
would a gree to r educe the benefits? 
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Ht.t•rison: .iell, we 111 never agree to reduce the benef1 ts if 
'lie can get any more t1.xes out of that. Congress 
.<ill huve thE.• be<.r by thL l~>il t.na will iUlve to 
decide wnut to do. 

;.Joughton: From ;;h~ t tney say, tney .. on• t P~'Y any more . 

Bell : Tne decision will be thn t the Trensury s ttcnds the 
burden . 

Pel l ey : How can tne Tr easury s lund the burden? 

.:ell : It lilways gets stuclt . 

74 

Sen. Hurr .: I unutrstand t hat you · ~re~d thst - you stated in 
hearings - tn~:t if tn.is A't. sn• t a sound proposition 
and nen they t: scertained that in the course of years, 
;;ou 'IIOulJ 1.gree to increLse tne taxes and oLke it 
sound . 

Pelley : Or uecrev se the benefits . .le sui a we' d uo one or 
the other, Senator . ..e di d not expect the Government 
to give us any alms. If we can ' t have e pension &nd 
pay its way, we just won ' t have a pension. 

liiJ rrison: .. e don ' t .v&nt & nic.tel out of t he Treasury • 

• u6 ill : .. ell, or course, I th.ink the two difficulties were 
tnat .... You see, in the first place, it's going 
to be very nara - I tnin& it ' s us ~r. Horrison Ju~t 
said : ~nen the time comes, the Tr eusury or so~ebody 
is going to fino thE.t it has 1. bear by the tail . 
It ' s going to be very hard to increase these tbxes, 
ami I should say it 1 s going to be absolutel y impos­
s i ble to decrease the benefits . So then you SLy, 
"!!ell , .vht::re ~o re we going to come out here t.venty 
ye~ors from now, wnen this thing lidm.ittedly is going 
to sho~ a loss?" 

.~ell tnen, toe other bad feature of t hat, Just look­
ing at tnat, woul.1 be this: lie all know thDt the men 
tnat r etire in the next year or so , or the next few 
years, are going to get more money than they poy .in, 
to n very l arge extent. Well now, if our calculations 
are a t all right, i t will mean thet this r ailroad re­
tirement plan will be enor mously costly to the younger 
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men who r etire twenty years from now or twenty- f ive 
years f r om now . 

You ' re r ight . We under stand i t t ha t way . 

75 

And tha t - assuming that additiona l t ax r a tes were 
asked for, I tnink you or your successor would be 
aoAn here witn an e xtre~ ely po .. erful argument and 
say , •Here Congress pr oposes to tax us and the rail­
r oaus more tnan th~se benefits could be bought for 
f r om a priva te i nsurance company , on account of the 
ta!stat~:e 11hich was made back taot•e in 1936 Dnd 1 37 
in setting these r ates too low. You l~t those fel­
lo•:s get off with r etiring ello,yances t ney didn 1 t 
pay for . !low, .my shoula you ot1ck us?• And the 
result , of course , i s goi ng t o be this billion dollar 
aefici t wnich we ar e contempl <~ tlng, looking into the 
pllln & S a ;1hol e . So I don•t think tht< t you c an t a lk 
about t his 196' business too lightly . It ' s a pretty 
real thing, and in calcult.ting ho., tnis plan is going 
to ~ort~: out, you•ve got to t Eke into account the 
younger men as ~ell as the fello • s thr t are going to 
r etire \lUring the next fif teen or twenty year s • 

.. ell, it ' s true thut the youn£ men of tod~ty are going 
to contribu~e .;oat au:.y be necess~<ry to pity f or the 
)lens ion o!· the ola a;an of today . lney understand thE.t . 

~· raMl)' , t.<lU i • s w:ny t.nis di fferential of Latimer 1 s is 
all off. i!is di fferentia l - I had him explain it to 
me and I list ened as sympatnetically as I Anew no~ -
tue <.~i1fer .. nti<c l i s basca on toe excess of allo~:ances 
to present em~loyees over taxes pa i d by present employees . 
Now, ther e is exactly thLt s &me differential i n the cas e 
of ~ony e mployee under the "'ocb l Security Act . Now, a ll 
these relloNs tn~t r e tire the next fe"R yeurs will get 
more tlu:n the) pay . .:>o on tnL t tneor y the whole Socia~ 
::>ecuri ty pro~;rtm .1ill opertn:e c. t a nuge loss . ..ell, of 
course, th~ only way tn~ t the thing bal<cnces out is by 
the f act tnot in ca lculati ng you don ' t take into account 
mt. rely the present employees, but you t ake i nt o account 
the future employees too . 

hn<.~ , looking a t t hat , you get t his - the actutries give 
us this 8vJ mill i on ooll ur f i gure that t he Secret<cry 
has in hi s l etter. Now, I don' t know wnother i t ' s tiOO 
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or 700 or some other figure . I do kno.v thr t we 
submittea the Retirement Bonrd •s figures to this 
independent bo~rd of Governocnt actuaries and they 
•ent over it l!na they came back ,·,ito the proposi­
tion tlu t tne differential N&S not only not in fl'vor 
of tnis plan, but it Wl!S the other way to the extent 
Ol' tnis amount . 

!.ley I usk this ..,uestion just for informf. tion? 
fli-Y Nould u ~rospective or a possible deficit 
yeurs from now interfere wHh your financing, 
buuget balancing ol' the present? If there is 
snortnce now, in 1vha t wuy Jo.,s th:> t embarrass 
present fi nunces of t ne Government? 

In what 
t.,enty 
your 
no 
the 

'Inere ure t,.;o ,.;ays to flg1..re tnis , ;.nd nll tne ais­
cussi<>n, I t nink, gets in troublE. because you shift 
froo one to the other . hS tne pl~n is actually set 
up ~nu a s it is now and as it i s to be, and as I 
unoerst<.nd, as the men lind the railroads nant it, the 
tax lb.v und the benefit lmv are separate, so thr t the 
taxes come into tne TreLsUr> at the present time just 
like income from the income t1...x or from the est~te 
tax , or from anything else ; it is not earmLrked . And 
in tnis proposed hvt there isn' t to be any reserve 
sLt up as such . ihe Treasury sim~ly sets up - to~es 

in so mucn money in t~xes ana is simply under on obli­
ge. tion to p&y tnese benei'i ts . 

One w&y of loo~ng Lt it is that cLsn- assets-ond­
disburseoents way of looking at it . The other ~ay 
is the reserve methoo; thLt ls, to take into account 
now what you ' re going to have to pay in the future 
and levy your taxes accordingly, which i s the way the 
Social Sccuri ty plan is sot up . .us you know, t hey 
have reserves and they t ake int o account these lia­
bilities which they are no:: incurring for people tha t 
are go in to r etire in years to coae . 

.• ell no .. , ta~ini toe r&ilrot.d retire::~ent ;>lan t.s it 
is no~ set up, a s it is noN on the books and as it 
is yroposeo, as I say, toe taxes are distinct from 
the provision for allo.n.nces ; t na we h~ ve in the 
Budget, then - the only wuy w~ can do it - an i tem of 
income of 135 millions of dollars from the Railroad 
Retirement law . Th:.t is now on Lhe books - been ex­
tended until the end or the next f i scal ye~<r . Now if, 
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tllen, we don 1 t get. t.hu t money, th~c t 134 million 
Nlll be one thing thc t. the newspupers will point to 
us showing thu t. our estimates were wr ong a nd that 
,•te 1ve got a big deficit in the Budget. 

But you do get tn~< t llloney - more tnan you pay out -
•·;hen you do it . 

If we do get tha t money, we ' ll get it in e f fect as 
" r eserve a g£inst c lh bilit)' thL t 11e •till nove to 
ilLY some year s from no.v. 

But tlla t isn't tn<. bus is ot' your Budget figures no·w • 

• <o , t hat• s true . UnctE.r this pl~en, if. all you were 
goir~ to d o was to levy enough r evenue taxes in 1 )7 
cr.d 1 J8 to pay the cost of retiring E.llow•mces in t hc t 
yet. r, the r r. te .voul d be less tnen tne f ive percent 
th&t you propose . It woulu be just a little, because 
there a r e not so many in on it as yet . If you 1 re on 
a pure pay-as-you- go basi s , then you 1ncre~ose the r u te 
steadily as yea r s go by . !low, th~ t isn ' t what we ' ve 
done ; th&t , r a t her, i sn1 t vmat the r ailroeds &nd em­
ployees have done . 

~as &nybody eve r explained this i d ea t hct we have of 
a differenti ul? 

No . 
,..ell , I'll exph.in it to you in a r;liy that i t bad to 
be put before I c oulo got huaus or tails of Hnat these 
actuuries are talking about; and when I did get it i n a 
practical .. ·ay , it. seemed full of sense to me . !low, I 
don ' t vouch for tnese figures; they are Lotimer •s 
figures, and he ' s got pl enty of da t a to sup port them . 
But anyway , the uverage uge of railroad employees is 
supposed to be ten yer.rs greater than the average age 
of all those unde r Social Security - some 26 million. 
Well now, tnke u man, as a concrete illus tration, 59 
years of age . He works s ix years a t a tbousund dollcrs 
a yea r . He will ha ve e~:.rned six thousand dollars . He 
and his employer toguthcr will have paid in tl50 to 
the Social Security fund during tn&t six years . 

••heredo you get tl50? 
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That ' s the r a t e - p&y $75 11pi cce . That ' s wh&t they 
p11y under boci al Security into the fund . 

Oh, I see . 

~75 cpiece in six years . ht tn~ end of six ye&rs, he 
will h&ve become 65 years of !1£0 and may r~tlro under 
Soclt.l Secur ity and will be ent i tlea to an ennui ty of 
$~10 ptr year f or 11 1/J ye&rs , which is the expectancy 
of that mnn who retires ot. 65 . ll 1/J ye1.rs , a t $210, 
amounts to $ZJ7J or - 4 tht t he gets out or Social 
Security ; &.nd he 11i ll h~>ve p£.id i n, he and his employ­
er logethor, tl50 . So the benefit to the Social 
Security t'unu by r e&.son o!" ht. ving lifted this 59 
yet.r old man out of Social Security and put him 
und~r tn~ Railrot.d netirement plan, i s the difference 
bet.reen the U5J t.nd t£:37:3 . Now, th~ t ' s the 9 tory . 
tnd tht :uore o~· these 59 yeu old oen th~ t you lift 
out, ~>lzy , tne more of those •<:J7J-less-~150 1 s you !lave . 
The actu1 ry figured out- somebody - I can ' t vouch for 
the figures - someboay figured out that the. t amounts 
to some o50 million dollars net, or 11 mill i on dol lars 
& yenr leveled out . 

Now, if •.•c hove been - if George Harrison ami I , all 
this group of r a i lroad executives and r~ilroLd labor 
executives, DLve been fooltd about t his thing, and 
if :.e have gone over &nd fooltd tne President of the 
United Stt.tes, it ' s just too b~d . It ' s a little too 
1& te for us to finu out t•"lC t there ' s nothing to it . 

" t:ll, 11rty is 1t too l1..te? Nothing ' s nappeneo . 

Nothing ' s nappened, but it mv kes us all ridiculous , 
going oyl::l' there and telling the Pr esident a bout i t . 
It took me t1.o weeks really to ge t i n my head uhat 
they .:er e talking a bout . 

Let me us.t you this . This stli t.ement .Yhic!l you made -
do ~ny other t.ctuaries of tue other agencies involved 
back up that statement? 

Nell , I - Ne 60t it froo the actuary that te were sent 
to . Now, that ' s all I ' m saying . 

I Know, but you've got tiocial Securi ty actuaries and 
then you ' ve got Tr easury, and then we ' ve gone to these 
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independent actuaries. 

fle ll, I understood i.lr . Altmeyer subscribed to that 
thought . 

~ell, he ' s nere . 

I don • t . Uo , I don 1 t . 

Didn ' t Ne tell it to the Presi dent in this way that 
l am telling it? 

We said tnut the :>ocial Security Board position WI<S 

tbr t ucy benefit tlla t woulu be derived out of consid­
eri ng tho r a ilroca plc n as superimposed upon the 
Social Security plan ought lo go to suppOrt the 
rallro~>d plan . 

That ' s rignt. 

But we had no 
benof1t wtos . 
fit . 

Yes 

figures at lha t time to sh01v wht. t that 
Now, Mr . Latimer said there wns u bene-

Yes . ilow 1 after t •<a t conference and after this <,ues­
tion came up of the differential , we had our a ctuary 
go over toe figures witn Glenn, and he reports that 
there isn• t nny differenticl so f ar as he can d is­
cover . 

l'lell, of course , that doesn ' t make sense to me . 

Nell, this is terribly important, because you've 
been f r onk enotlgh to say - I mean after all, this 
is your government. 

Sure . 

And I'm only a nired hand . i.nd if this t hing which 
you ' ve been working an t nd wnich you •ve presented t o 
tne President - if it should be proved to be wrong, 
I •m sure youte just as interested as I am. 

7/hy , certainly . It sort of makes us all ridiculous. 
Uf course , I •m not the daddy of it - I 'll sny that -
but I thought i t sounded right . 
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Hell, I 1 11 s 11y right now, and I ' ll say it in 
Latimer ' s presence- 1 111 talk the same language • ••• 
But i f you ' l l jus t excuse me a minute . 

(Secret c ry confors with ~agill a side) 

Mr . Pelley a nd Ur . Harrison, I just want to make a 
statement . I wanted to check before I made it. 
The Treasury were the insti gators of getting this 
present Retirement Act extended . I mean t he Presi­
dent &s.<ed us to do lt and we did it. 

You me&n tne tax act . 

Yes, the tax cet . And wnen we - Mr . iagill, &t my 
re~uest, being usked by t ne President to do this -
.re didn ' t «now anything f bout this other thing ; I 
want to get that straightened out. 

I unders tand . 

Sen . Harr .: Harrison called 1e up and Mr . Mngill was there . 

H. !! . Jr : 

Pelley : 

l.l . 'J. Jr : 

Pelley : 

,J . !.I . Jr : 

Hurrison: 

Pelley : 

Harrison : 

I don ' t - we d1dn'1t know anything about that . 

Yes . 

I ' d like to ask this . That ' s wha t I'm coming back to­
and as f ar as we were concerned, when we, as messengers, 
&sked t~t this thi~ be extended, the extended law was 
SLti sfLctory to us; and if you don ' t mind, I 1d like to 
&S« eacn of you gent l emen, if you would be so frank &S 
to s ay, wby i t iSn ' t satisff.ctory to you. 

.rell - why, it costs us too much m.oney, thht• s all. 

But I mean how Lbout you people (to Harrison)? 

l.'ell, you see, we sponsored the l egislation . 

He would say, na turally , that it is all right for him. 

And it was satisfactory to us . 

(Lati mer comes in) 
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We go before Congress as on agent of the President 
and say, "Extend this law . " Now, th~e t law was all 
right with us . He weren •t any part • • • . 

Well, it ' s 1111 right with George end his men because 
he s ponsored it and got it passed . I presume he ' d 
st&nd for it a nd s ay lt ' s all right . 

So it gets aown to you people . 

01by, yes . 

!.!ay I ask you a , uest.ion'f You don• t lmow me very 
well , but I don ' t m8ke ony public s tatements cbout 
anyt!ling tn&t t.appens in ner e unless I cneck with 
everyboay . I met:n I 1m no t a fellow that runs to the 
ne~spa;>ers . Ho .. mucn more - never mind actuuries llnd 
all tnese tn1n6 s - noN much more - or put it a nother 
way : how mucn uo you t.hin;t you• re going t o suve if 
you can get this new luw tnrough over the l aw thot is 
on tho books now? 

Well, here ' s the conditions a s they • •. . • 

Let ' s get down to dollurs and cents . How much dif­
f er ence aoes i t m~ Ke to the r oilro&ds? 

You t aKe a r ailroad tha t is paying, say, J percent 
under i ts present pension sys tem, r.ll or which is 
voluntery •••. . 

You mean you 1 re paying Jt. 
;:ell, it varies some . Some roads have pens ion plt;ns 
no., that cost them prob~obly 2t( and some of them m10y 
be a s high Ls J~ or J"f . Those men tt~t are getting 
that money are not under this law, so they have to 
pay those men, say, J~ or Jif - to the voluntary 
pensioners - or jus t discontinue them or drop them, 
und they ' ve go t to pay J~% under this l aw . Now, it's 
perfectly ridiculous to talk about a railroad paying 
7% of its payroll for pensions . It's Jus t ridiculous; 
toey can't do it . 

But you S&Y you con p~y 5, is t hat it? 
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No . llo, we ' ll pay - we •ve agreed t hat we ' ll start 
a t 21 and step up to 7 - that is, .3}~ . 

But at the present the low calls for 7 and Ji, and 
what you are talking about - you want 1% less . 

r;o , l et me ge t you s tra ight on this . 
in addi tion to that the r a ilroads ar e 
present pensions , because the present 
not under the Act . 

It 1 s Jt now, and 
paying t hei r 
pensi oners are 

You mean the men already re t ired that you ore payi ng , 
thu t you couldn ' t bring under this law? 

That ' s rignt . 

Another way to put that is tha t under the proposed 
plan the Government t akes over that liability, woicb 
we would figure relieves the r ailroads of 2JO million 
dollars . 

I 

No, I don ' t ag ree that the Government takes over 
anything . This plan that we have agr eed on i akes 
over those pensi ons . 

H . ~ . Jr: Well, would you mind , i f i t is a fair question •••• 

Dougnton: ilo.., would you be paying both i f the present plan 
takes it over? · 

Pelley : -We v1oul.Jn't then, but :.e do now. 

H • .J . Jr : 1\'eli , if you don ' t want to .... 

Pelley : I ' ll a nswer anything , if I can. 

H. :.I . Jr : You' ve got the answer . I want to know a dollars and 
cents differ ence - what~ amounts to - betneen thi s 
so-called proposal and the law on t he books . !low, 
how much does it make in dollars and cents? 

Pelley : 

H. :.I .Jr: 

Vlell, I thi nk I c ould give you t nat . Under the 
present la·.v, the r ailronds would pay about 70 million 
dollars . 

A year ? 
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Under the present law. 
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Yes . 7f. of the payroll, of the .two billion dollars . 
That ' s 140 million dol lars, i s n' t it . They pay half 
of it. 'rh& t 1 s 70 million dollars. 

That ' s right- 77, it would be . 

Two billion two . 

Non they are payi ng about 30 t o 36 million dollars 
voluntarily , so there ' s a hunarcd mill ion dollars. 

No.v wait - your share is 77. 

70 - our share - if our payroll is two bi llion dollars, 
whi ch it is - probably two billion two now . We pay 
half, 3~ of that; t ha t ' s fbout 70 million dollars . 

7J mill i on. 

Yes . 

And? 

'l'hen in addition t o that "'e ' ve got private pensions, 
or our voluntary system, which is running to 30 or 
36 - J5 , 36 million dollar s now . 

Nell , coll it J5 . So thot• s l J 5 mi llion dollars now. 

Right . 

And under this proposed law you ' d start off •••• 

/le'd stort off at 55 mi llion. 

Or saving a round 52 mill ion. 

No s aving , because now we ' re paying about 36 and we 're 
agreeing to step it up to 55. Because we don ' t recog­
ni ze t nis law up there thot t ney got on the sta tute 
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Supremo Court will . 

But until th&t decisi on ..••• 
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~/nat it really means is we ' re stepping up noN from a 
voluntary pensi on plan that ' s costing us, say , the 
maxi mum of J6 million, und we c.gree to pr-y 55 t!11ll1on, 
in order to settle this question. 

\'/ell , my position is this, Mr . Pelley . 
can convince us that this proposed new 
for itself, ! 1 11 go along like that . 

If you people 
plan will pay 

There' s our a a viser ( pointi ng to Lat i mer) . 

\'/ell , he • s one . !low, 6gainst what he has sai d there 
are tnree different groups wno disagree with him . 

WeJ.l , we say this , l.!r . Secretary •.•• 

See? Now, all I 'm i nterested in is t o make this 
thing " even Stephen. " 

I haven ' t hear d anybody anywhere say that 
won't carry itself for a period of years. 
disagr ee as t o the length of time . 

~ell, we a isogree with t hat. 

this pl an 
They might 

~ell , t hat is again this questi on - i f you figure one 
way i t will and if you •.•• 

Didn' t I unders t and you to s ay the other day it would 
for at least twenty y ears? 

If you f i gure it on a pay-as-you-go basis, for a 
period of around t wenty y ears or some such time it 
will c arry i tself . 

How do you figure pay-as-you-go? 

It means twenty years from now the employees then 
coming in are going to have t o pay r at es very much 
in excess of what they ' re going to get. 

A surplus of income in the early years which will be 
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used to t ake care of the increa se in outgo in 
lat er years, &nd a t the end of the t wenty years , 
t&.rin& the earlier and the later, the pl an .. uL 
be at zero balance, according to your predicti on, 

That ' s right . nnu according toUr . Latimer' s own 
prediction, af' ter 19o2 we go in the r ed 30 C11ll1on 
dollar s a year, using hi s assumpti ons . 

If there is no increuse i n t • xes . 

That ' s right. 
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l.lr . Secretory, let me say tnis, and this 1s a ll. 
I 1 m glad to hear you s ay what you have just said, 
because I think it affor ds & bnsis of settlement. 
As I understand t hi s , llr . Laticer , we ' re going to 
pay in on t he basis of L t wo billion two payrol l 
110 cillion dollnr s tne first year . Is that right? 

(Nods yes) 

Now, thut begi ns to accrue Janu11ry 1, so the Govern­
men t Nlll immediately ge t in three months one-fourth 
of that 110 mi lli on dollars , won't they? 

By the end of April , yes . 

tio , a t tne end of April lhey get a third of it . 

It ' s ~:;lre&dy accrued, i f you want to a ssume t hat . 

And thLt we agree to pay . 

J uat say th~ t again. 

•:;e agree tna t t nis new lo11 t h:: t we are proposing 
shall become - the t ax lbW i s ~nat we ' re tal~ing 
about; you•re not interested in the pensions - begin­
ning J &nuary 1 •e P"Y in a t the r a te of s,; of two 
billion two . In a year it woulu be llJ c illion 
dollars . So the Gover~ent i s due a fourth of tha t 
on April 1. It 1 s past due . 

March 31 i s the date i t' s due - would have been. 

All right, you ' ve got tbot 25 million dol lars to 
start on right there. Now, Yr . Latimer bas been 
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sitting over there in the aeti rement Board and 
ne •s only spent a little bit of money . !low, tha t 
25 million tind the money as it accrues beyond tha t 
at the r a te or llJ million dollars a year , is going 
t o nave you i n the black un~uestionebly for a 
period of years . Now, we sny •• •. 

Jus t - can you nola your thought? 

Yes 

Are we - do we agree up to that point ? 

Yes . It ,·:on' t be in the black as much as your :~tory 
gives you. 

I 1m not saying how much it will be in the black. 

If you calculate it on the s&me basis ~s the Social 
Security program is calculated - tnat i s , to try and 
maKe this t hing sound on &n nctllhrial basis - you ' re 
not in the bl ack. But if you- I don't know how to 
put it- if you f i gure it os you • ••• 

On a oasn income end outgo basis ••.• • 

•.. you ' d be in t he blac~ for the first few years , 
but nobody seems t o agr ee bow ~ny years . 

Pay in and pay out for a period of yea rs, you' re in 
the black . 

How many years , roughly? 

La timer says 1970 . 

How many ao you (kltmeyer) SLy? 

I don' t :cnow . 

Probably nobody knows exactly, but it' s a period o f 
years . No•, I for the r ailroads and Ur. Har rison 
for the men s ay tha t a fter a per iod of year s , i f it 
is seen that - and we are willing to have any kind of 
repor ts tlw t you want t o to keep us well-informed as 
t o where we are going - i f we see that the Government 
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i s going to run i nto th~ red , tnen ~e are wil l ing to 
sit arouna ana make an agreement which will increase 
the taxes or decr e11se the benefits, and oslt Congress 
to pass t hut , or umend ~he law . '.'le don ' t want the 
Government to be out a cent . 

This sounds too easy . Now wait a 'minute . What about 
what• s happened before the firs t of Ja nuary? 

olell, t hat ' s - suppose you hadn' t had a l aw . 

But 8e 1 ve got one . 

lie don ' t thirut you hGve . !low suppose they hadn ' t had 
one . 

~tell , ~e won ' t nave any better one under - I wean you 
can 1 t ., u1 te dismiss this law, beet. use it no.v i s the 
only one on the books . 

Of course , I am much interested in what you have said 
nere about your efforts to balance this budget , and 
I know it i s a tough Job; I kno:1 that . But we don ' t 
qui te see Hhy we should pay in 110 mill ion dollars 
just to do tha t when it i sn' t necessary to pay the 
benefi t s . Certui nly you ' re not - we don ' t want 11ny 
alms from you- you •re not expecti ng us and these men 
who worA f or tneir dolla rs to p&y in 110 mill ion 
dollars here for you t o make your budget look pret ty 
good , wuen you're not payinb it out - you hEven• t 
paid it out . You ' re not goi ng to as~ us to do that . 
That ' s our reaction to what Ur . ~agill has been con­
tenaing I'or. Don ' t blame hie for want i ng to get t he 
money . • 

Do you mind if I talk to these t?lo gentlemen Jus t 
f or a mi nute in the corner? I ' ll make you a proposi­
tion . 

(Secr utary confers aside wi th 
Magill a nd Bell) 

1'/e have a suggestion to tn!ike , and I 11ant to say 
it ' s just tentGtive because I haven ' t had a chance 
t o c neck this 'Ri th the President, see; but on account 
of the ~nd of proposition I ' m going to make - I mean 
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I have o good re&son t o believe tnat it will be 
acceptcble , although 1 hove no wuy of tel~pathy 
with him. 
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We 1 11 make it in t.to thing's . You people are so 
sure that you're going to win your suit a nd we•re 
pretty sure we • re going to win our sui t , so the 
suggestion that we make to you is this : leave the 
present l av.• stand until June )Otn and you sue us -
go ahead, s ee? - and we ' ll t&ke our chances in the 
court under the present law . 

Then, i£ Congress sees fit, we •ve got a suggestion 
to eu.ke as to E. neN .tinJ or a law -for three years, 

• which :lr . :.leg ill A ill outline now - for three yeors . 

It ' s a proposition that 1 suggested while the 
Secr~:tary was out of tne room . Vle 1 ve got this dis­
agreement as to whether ther e is any differential 
in the Social Security or whether tnere isn't . Well 
then, wny not fix this up in such a way that you get 
the benefit of one lf there is one and this washes 
out 1f there isn 1t. The way to do that is this , and 
Ur . Altmeyer can check me on this : put in your plan 
for three years - put in a r Lte of t ax which wi l l 
consi st of the Social Security tax plus an amount 
necessary to pay for tne additional benefits which 
you want on a pa, -as-you-go basis . !low that would 
mean for the next three years, as I understand, a 
r ete of 5. 6% . 

Nell , no, it wo~ld be less than that . Mr . Latimer 
hss estimated it would take 64 million doll ars a 
year to run it. 

But do you get our proposition? 

Yes, I understand it. 

Of course, the r ate would have to be checked . 

Wel l , a s I understood you on •..•• 

Make your r ate consist of the present Social Security 
rate plus whatever is necessary to pay the additional 
benefits that you want on a pay-as-you- go b~sis . 
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You mean, in other words, they ' ll pay in the 
Social Security taxes and then they NOuld have to 
finance over ~nd above that •••• 
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•.. what benefits tuey want unaer their own Act . 

Benefits don ' t start until 1942 . That means the¥ 've 
got to pay everything immediately . 

Now, Mr . Secretary , I ' m j ust wonaering if you ' ve got 
tha t - this 'o'lhole picture . 

But do you get what we are proposing? And at the 
end of three years if the thing doesn 1 t work, we 1 11 • • •. 

This is wha t that means . '.'1e 1ve got to start all over. 
lle 've got to begin once more und see if .ve can work 
out another agreement, and there ' s several hundred -
well , there are 16J, 170 railroads involved, and a ll 
of his men. 

Now, I just wonder if you want to do anything loward 
kicking this thing over . 'lie ' ve been battling about 
this thing up on the Rill for three or four years, 
and you ned one pension l aw passed in 19JJ or 1934, 
and the Supreme Court said it was unconstitutional; 
then you went to work and passed another law and 
~e •re contesting tnat . 

!low, I don't .mow any r ailroad can anywnere who has 
ob Jection - any objections to giving an old railroad 
employee a pension. I don't know any argument 
against J.t, if there is one . \'le are perfectly will­
ing to pay a pension to a railroad employee . And 
t he railroads 37 years ago voluntarily started paying 
pensions and they are paying now some JO to 3 6 million 
dollars a year voluntarily . 

Now, you passed a law up there and the Supreme Court 
said that it was unconstitutional; and one decision -
one feature of it tney cade very clear is that you 
can't pass a law giving e pension to a man wno is not 
in the service . Therefore, the old pensioners, these 
fellow'\ that have worked for us ell of these yenrs and 
are now on pension, could not be included in nny tax 
law, according t o the Supreme Court . 
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As I s aid t o you n while ago, it lea ves the r a ilroads 
in this posi t ion. They ' ve either got to drop all 
these men that they ha ve on pension, just throw them 
out, let them go on the r elief rolls or somewhere 
else, or contest the constitutional ity of this other 
law, because they certain~ cannot pay J% voluntarily 
and J}% by law, or some ?'fo pr obably would be the 
average - of their puyroll. Now, the r ailroads , I 
don 't need to tell you, are poor; 28% of them are i n 
tne hands of the sheriff, and there ' s some other s tnat 
have been chasing thead of the sheriff so long th~t 
tney •re getting weary , and t hey can ' t take on any 
added load or any more «eight and keep ahead of him . 
lio .. , tnat's not all of them but that ' s some of them . 

J.ll right. ::ttn t.ll tba t condition i n the a ir and i n 
existence, e are approacned by tne men and by the 
President to see if we can ' t worlt out something that 
will set tle this 4uestion th&t h&s been a controversy 
on the Hill for three years . '.Ve said yes, we • d try 
it, c ertainly . And we got toget hor and the men 
waived some of lhe benefits th&t they wanted , reduced 
the cost, and MurriJ;r Lutimtjr .vas very helpf ul in 
worki ng out a pla n with us - a t the President • s s ug­
gestion, for tha t matter - that we have agreed to, 
whi ch, as poor as we are, s teps our pension expense 
up from &bout 36 million collars to 55 . 

You take off how much - t ake off the r egular thing? 

)6 Clillion dollt-rs a year for their present l1ab1li ty . 

NoH, underst&nd, the r ailro&ds can stop that any ti.me 
tney ~ant to and dump t hese old fellows out , Lnd I 
aon •t think you went to be a par t y to forcing any such 
thing as t hat. 

\'I ell noN, may I ask if you - a s long as you • re asking 
me one - is your position that it is this agreement 
or nothing? 

Well, I would say this . . .•• 

Beca~se i f it is ••••. 

I f we can't go t hr ough with this agreement, then it•$ 
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all in the ai r again. We ' ve gotten the r ailroads 
to agree to this . 

You mention about all the work of going through it 
again, but I 1m Just asking you a very simple 
~uestion . Have you made up your cind? I mean I ' m 
no' trying to Kid you; I ' m trying to be very frank, 
and I ' d appreci ate your being e4ually frank . Have 
you m11de up your mind that you will not go back to 
your people and resubmit another plan? 

No, I haven ' t made up my mind to anything at all . 
But I ' m telling you thLt here is a plan that we 
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worked out after many , many conferences at which the 
men gave and 1:e gave some tiling, t.nd we worKed out some­
t!Ung t h• t tne people we were sent to by the President 
SllY is r.ctuarially sound . Now, what ' s tile shooting 
all about? 

All the sllooting is simply this : that we are convinced, 
after having our own actunri es, plus the Social 
Security actu11ries , plus these independent actuaries, 
look this over , that Ur. Latimer ' s actuaries are wrong . 
Three are three different groups who have all agreed, 
an<1 I tnink I 1 m not- that Mr . - what ' s nis name, the 
man that works for Lutlmer? 

Glenn. 

- thht Glenn is wrong . Now, aU I'm t rying to say is 
that ~s long as these three different groups - if it 
was t.he other way around, if they had three groups 11nd 
tney all S!ilO we Nere wrong, I ' a say, "All rl(,ilt , I 111 
give in . 11 See? I meon it just gets down to - I 
couldn ' t figure it if a fello\'1 neld a gun t o my head -
but there ' s three different groups who agree that Glenn 
is wrong . /1nd I ' m sorry to go over the ground a~:ain , 
but 1 thinx that you fellows Lgreed and it comes out 
of t he ilide of the United States Treasury . !lo'll, we 
can't understand hoJ Ur . L!itimer ~ets it or Ur . Glenn 
gets it - cooes to these decisions . 

!low, Wr . Secretary 1 just what 1 s the matter with t his 
propos1t.ion? llo:v, everybody agrees that there is 
enough money her e for a per 1o<1 of years to carry this 
and you will not be in jeopardy at al l , and we don' t 
want any of your money . Now, why don 1 t we start it? 
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11e s ay thu t. 1f - ,\hen thl! time comes tha t it is 
~pparent that it is going into the red - you will 
~ow it in plenty of time - then we will agree to 
either increase the rate or t ax or decrease the 
benefits and leave the Treasury unharmed . Now, 
wntt could be fairer than that? 
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There ' s never been en agreement wi th the United 
St&tes Government or an a greement with t he Tr easury 
tnat they ' ve ever adjusted it so t he o ther party 
gets less . 

You've never hau an agreement with the ra i lroads 
they didn ' t carry out. 

It ' s a lw1.ys been more; it ' :~ t.lways been more . I 
have never ;:.een any signs .vhcre there ' s been any 
occG.:li.:>n t;o re&djust aown; it ' s always more . I 
.:~ean the 'A·hole social leg isle tlon - it 1 s always -
I 1 ve never seen the aa jus tmtnt ~:here the Treasury 
gets it buck . 

Tnis is &nother cl&ss or people that the Gover nment 
has never undertaken t o pension. It;'s a aifferent 
proposition . 

I d on • t see no;• t;he - I don • t see how y<>u Cli.D r eally 
argue, &s pr&ctic£1 men, tnat t~t adjustment is ever 
going t o be mlide, beceuse whut you z:·e arguing essen­
tilil:y is tha t t his thing be put on a kind of pay-as­
you-go b&sis for t.-.enty ye&rs, or whatever i t is, and 
ut the end of that t ime that we either r educe the 
benefits or raise the r atel! . 1'/ell, you know darn well 
that the men are not going to agree to reduce the benl!­
f its ; they 1 re not very g-oat us it is nol'l . 

Secondly, &s far as incre&sing t ne r ates is concerned . 
In t ne first place , you nave al l t his possibility of 
litigtition . Judge Fletcner told us t he other day that 
if it was proposed to increase the r a tes , be couldn ' t 
agree for the r a ilroads tha t they would go along . And 
tne .. , anyway, .rha t we would be E. ski~ t o do i s to 
incrbase the rates so t hat the men who would be taxed 
in t he future .vould be having to pay more than they 
could buy annuities for fr..>m n ;lriva te company . ':iell 
no\'11 the men and the carriers are never - the men a r e 
never in the world going to ogree ; I 1vouldn1 t agr ee t o 
tne plan, )OU wouldn ' t agree t o i t , and no one else 
would . Htre you•ve got a pens i on pl an operated by t he 
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Government and you Ire as,ting men to pr.y more for 
tnei r annuities than they oan go out and buy them 
for 1'r om the :.tetropoli tan Life Insurance Company . 
They Just ~on lt do it. 

So wila t uappens t o you i s that you si t down - and 
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you .reno.t from :.tr . La timer ' s figures tha t in 1962 
you ' re going in the red ;J mi llion dollars; accord­
ing t o t he fi gures of the three other sets of ac­
tur.ries , you ' r e going into the red sooner t hen that; 
and in 1.1ny event, the amount of t he red is going to 
be , or has a present .vorth of severa l hundred mi lli on . 

Sen. Harr . : How LJUCh to 1962 ao these other ac t uaries suy we ' ll 
get in toe red? 

J,l,gill : 

BeL : 

L:.L~mer : 

t!u t'l'ison : 

L&.ticer : 

I 1 ve never seen tnec put u period on i t . 1.11 tlUit 
goes on Lhe basi s of whether ther e is a Soc ial 
Secur i t.y .1iffer ential [·nd wnetner the a vertge age of 
7J years is the pr oper fi~ure or not . I am s i mply 
guessine , but I would soy tha t 1950 or 1955 probably 
would be the e a rlies t . IVouldn •t you s ~>.y so, Latimer? 
Suppose you didn ' t t cke yout• assumptions . Suppose 
they r etir ed a t 67! ond t here isn ' t any dif ferential . 

On a two billion two puyroll, about 1955 is about the 
eurliest. 

Your estimates r~ as high as 1~70 . 

Yes , we nave moue some calcul ati ons . . .. Thi s morning 
Glenn eot B figure B good uc~l p~st l97J, but I t hink 
he ' s overshot the .nark there . 

I muae the statement in your absence, Mr . La timer, 
that you had advised me t oday tha t your actWJry pre­
dic t s thut tnis plan ~ill run itself t o 1970 . 

As I say, ne •s got it past that, but it does l ook 
reason~ble up t o l97J on the basis of these more 
aetailea calculations . 

St:n . Harr .: :;ell, ho" uoes Glenns t &ck up as an actuary with these 
othor actuaries we ' re talking about? 

Magill : I t hink he i s well-regar ded . 

L1 timer : One of the six men who ha ve been certified by examinati on 
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by all the recognized actua rial groups . 

iillrrison: .1ho t.re these 1oen wno are challenging these f i gures? 
Have tney c;ot a s1m.Llar standing? 

Latimer : I don ' t understand the actuat·y of the Social Security 
Bo&rd disagrees . 

:.taglll : .Vell , he does on the differential. 

l:.lltimer: ,'/ell, we're not t alking about that . The figures I 
gave have no r egard to that . So on the basis of 
t hose assucptions he would not quarrel with :.tr . 
Glenn on tnat. 

Alt~eyer: That•s rignt, but of course he doesn't believe t ha t 
assuoption of 67t years i s a safe one to take - I 
mean or 70 years is a sore one to take . 

[.u timer : I think that assumption of 70 years isn' t quite the 
assum~tion. The assumption is th~t healthy lives 
will retire at the age of 70, but the assumption 
also is tn~<t those who aren1 t completely healthy 
will get out before 70; as 11 mll tter of fact, the 
actual assumption i s that 70 percent of those who 
a tt&in an a ge of 65 1'111 1 be out at t he age of 70 . 

l:I . ~ .Jr : 11hy did ::ongress ext~:nd tne present law? 

z~n . Herr . : You mean this pres~nt lllw here? I know why I intro­
uuced it . ~uglll cEme up and tal~ed to me about it; 
tha t ' s why 11e dia it . /,e thought there was r. complete 
understanding . ,,e were getting reports every d c.,y saying 
t.1ey ilaa r.n undcrstt.na1n!J, tney ' d &greed to i t, that 
tney ru:.o submittea 1t to &.11 the rcilroads end some 
of tne Br othernooc.s , etc . So tnat• s 11hy we did it . 
And with the t <.x l!.w running out at a certain da t e ••.• 

~Lg!ll : It was going to expire on tne 28th of February . 

HLrr l ao!l : We actually r eacncu the agreement on the 18th day of 
February, before the tax law ran out, but we couldn' t 
possiblY get it ra~Hied before the last day of 
February, .vhich .v~os the expire t1on date of the t ax 
law. ht that particul&r time we had in mind amending 
the present tax l~<w . ..ell, you can't &mend &. lew 
after it expires, so we agreed th&t the strategy was 
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to extend tb~ present la.v onJ tnen go in and amend 
it . Thut •s Nhy it was extended . 
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f.ell , supposi"b tne l~g1sl~t1ve and executive 
brancnes Just sat tight &nd did nothing . Then 1mat? 

Tnen everything will remain a s it is, and everythi ng 
is tied up in litigation . 

But your men continue to d r~lf benefits . 

'lhen the Govtlrnmt!nt holds tne bug !'or all 1t 1 s puid 
out . 

But your wen .7oul.:.. continue to driln the benefits, 
:voulan 1 t tney, l>nd iiO 1 d .Y&i t until the court mode a 
aecision on this . 

Tbs t is, 1e 1 re b"cls: just wnure ,,e Nere before .ve 
star tea . 

But your mtl n Nould continue to g~t tne benefits . 

The Treasury is paying them . Right . 

I •ve got it right now . 

Doesn't thLt unbalance your buaget that much oore? 

Yes , but that - I ' d r ather sit tignt . V/e 1 ve got the 
same tning '' 1 th a lot of other things the t a r e tied 
up - .tindfbll taxes ana other t hings . I ' d rather sit 
t ight arul t<oke my cnances .~ith the Court . 

;'iell, you see, the objection to that , looking at it 
from the standpoint of the men, is that they hesitate 
to retire whlle t here is 11n uncertainty about the 
permanency of the legislation. They hesitate to do 
tnat, bect.use tney Jon ' t knolf .1here they ' re going to 
get it fro~ in tne ever.t the legislation •••• 

out they ' re getting tneir money every d~y . 

Those .vho have r etired . t.lony would retire who haven 't 
r etired because of tbe unccrt11inty. 

\'/ell now, liS I unders t and it, tnere is no more chance 
of the neN lew bei.ng constitutional t han toe pr esent 
one . 
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Hurri"on: But taey 1ve all agreed that .•.• 

Sen . H~<rr .: Tney •ve all agr eed U1ot they won ' t contest the new 
laN . 

11 . -' . Jr : Yes, but John Smith coulo bring t he suit, couldn ' t he? 

on. Harr .: If the railroads don ' t bring it . 

& . ... . Jr : 

Pelley : 

I mean'a stoc~oldcr of a r a ilroad could bring it. Am 
I r ight? 

Yes, if ae wanted to . 

~en . Horr .: Vell , of course, you c ouldn ' t guarantee the no-suit 
pr oposition . 

H.:l. Jr : 

Hurr·ison : 

H. J.Jr : 

Pulley : 

:I . J . Jr : 

Pelley : 

Harrison : 

Lut imer : 

ll . fd .Jr: 

Pelley : 

li . :! .Jr: 

I could bring the suit . 

Our &.greement is ttwt 11e won •t bring suit . If acy 
i nai vidual wanted t o tulte on that •.•. 

Look, in our I! old c ases nobody could gu11rantee tney 
:J .. ren •t going t o sue us on it, and • • •• 

But t he cnances of that happening, Mr . Secr et ar y, 
are very r emot e . 

In otl1er \YOr ..is, wna t •·e 1 re going to s ay is that the 
la* ~y be unconstitutional, but tne r a ilroads say 
t het if r.e r educe t his t hing from 7 to 5, they won't 
sue . 

• ~ell , if tney carry out this agreement - the men 
gcve up some of the benefits •..• 

Yes , Ne cut the benefits how much - 10 or 11 million 
dollars a yeur , La timer? 

Yes , mor e tha n that . Around JO. 

Putting it cold-bloodedly , the r a ilroads say , "Either 
we get t hi s r eduction or lfe sue ." 

Have alreaay sued . 

"Or Ne get t he reduc tlon and ,vi tbdraw t he suit . " 
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Pelley : That' s right. 

Sen . Barr .: That' s in the agree~ent. 

Pelley : lhat 1 s in the agreeoent. 

H. ' . Jr : .7ell , ne made a suggestion tonight . I don't know 
whether you w~t to sleep on it or not . 

Po.:lley : '1/ell , of course, it tnr ows the whole thing wide 
open . '1/c ' d have to take the suggestion and get 
started NorKing on i t again . 
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f! . 1. Jr: Nell, the w::..y it is now, r.s I understand, we have 
meoe a suggestion, t nd under the present situation 
unless tn~;se acttUJ.ries or so::1ebo:~y can snow us some­
thing different, see - if we stand to lose what we 
uo, t aen the President said ne ' d send up a new tax 
biJ.l . 

Sen . liarr.: If he sends up & ne·;: tax bill, he •ll nave t o have 
another champion on the Hill for it. The President 
and you and I, all of us, h:.ve stated t:e • ro not going 
to nvve another tax bill . I ' m not going to oo it . 

!l . :J . Jr : l'lell, he lllade it very clear tnat any ne1r legislction 
nhich auuca expenaitures ovbr and above the budget -
tney would have to be co:Dpenseted by new t axes, und 
tnat •s very clear in his January budget message . 

Sen. Barr.: l':ell , we ' re in better shc.pe no11 than we nave been 
and 1 ' 1! be damned if we ' re going to increase any 
more t oxeil . 

H • .o! : Jr : 

li:.rrison: 

H. r.! . Jr : 

But that ' s in his budget me~suge . 

I don ' t think the Governlllent cun afford to soy to 
these r a ilroad oen that they ' re going to o~ke us put 
up money for general government expenses . I don't 
tni~ you c:.n arford t o do thnt publicly . Yaybe you 
can, but I don ' t think so . 

•'lell , it ' s the other ,v~<yaround , llr . Hurrison. As 
I understund , it ' s tne other wsy around . You•re 
asking every other worker l n the United States t o 
put up the differ ence . 
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No. 

Oh yes . 

No, forgetti ng the loading entirely . 

You•re asking every other ~ember of Social Security 
to pay the difference. 

No, forgetting the l oading entirely, understand that 
this plan on the proposed tax r at es will, with cer­
t ainty , for a t least twenty years produce enough to 
meet the outgo . Then why want more? 

;•:ell - I mean our people haven't admitted that . 

Yes, Dr . Yagill agrees to that . 

I 've told you why we don 't agree to that two or three 
times . That is, suppose it does carry itself for 
twenty yeurs ••.. 

vlell , does it, l.!r . !!ogill , or doesn ' t it? 

'!le a on 1 t knol'l . I should tnink, on the least favor­
able assumptions, it Hill carry itself until sometime 
in the 1350 ' s - so~etlme from l95J to 1955 . 

Is there any aate tllllt you' ll say with certainty? 

Certuinly, I'll t&ke 195J . As I say, I don ' t know, 
but I'll guess on it. 

That ' s 1) years; you ' ll go that far . 

Latimer says it will be 1955 . Take that; I don ' t 
core - either way . Now, at the end of that time, 
according to any figures we have, we ' re going to be 
in toe rea . 7iell tnen, you 1 ve got the Job of 
asking employees from t hen on to pay more than what 
the benefits tney 1 re going to get are worth. 

or ell, I don't know thb t thr. t is .... 

That ' s the way i t ' s bound to work . 

It couldn' t, it couldn't, because for every dollar 
the railroad men put in, the railroad management 
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puts in a dollur, so it couldn't be that . 

•'/ell , but you - of course, you get your benefits for 
both dollars . 

So it couldn ' t be that . 

;'/ell , that ' s true . On lJr . L&timer 1s own figures , you 
sho~1 a deficit a t some time here in the future . The 
figures that I ori ginally had showed )0 million dollars 
in the rea every year from 1962 on . 

~oell, the '<uestion lfr . lolagill - you said here a moment 
ugo that if Ae a ttempted luter to raise these taxes 
<.~p higher they could go buy an annuity fro~:~ the lletro­
politan Life Insurance Company for less money . I 
don't know any thing about it, but I don•t believe it 
is . . ••. 

It ' s so . It ' s possible . 

It ' s possible, yes . 

It is possible? 

Whenever you get t o this date . 

If you assume taxes are not to be raised during that 
period . I t Nouldn ' t be possible at t hat period, be­
cause the JJ mil l ion i sn't enougn to produce that much 
aifference, but if it should become twice tnat, you 
coula . 

Nell then, we 'd have t o forget 
wouldn ' t want any pension law . 
of t he pension laN . 

the whole thing . They 
They' d ask for repeal 

Yes, but we have a liability under the law to pay 
those benefits the t ~>re provided for . 

No, they couldn' t ask for repeal , because these 
men will have paid these taxes . Here ' s a fellow ­
he ' s got tNo or thr ee more yvars before he retires, 
and you say to him, 11 Now, we re going to repeal this 
because the thing is running very badly in the red." 
He's going to say, "The hell with that . Let the 
Goverlll!lent pay it. You formulated this thing bacK 
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there in the 1930 1 s . Why should we worry llbout 
it?" 

Well , there ' s no r eason wny the Government should 
pay it . 
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~ay I raise the suggest ion of a third alternative 
that may appeL l to you? Tnot is, insteaa of h&ving 
a sliaing differential in your tax r at e between t he 
taxes you pay and what is paid under Social Security -
you ~ce , you started out at a 1~% higher rate t han 
under tne Uocial Security , und you finally in 1949 
get to a Ulfferential of only 1% ; you pay 7% and 
Social ~ecurity pays 6% . Instead of tha t principle , 
establish tne principle of u uniform differential 
to pay t.ne extra benefits th& t you are proposing 
under the R&ilroad Retireoent . No.v , I don't .mow 
.mut that fixed differential would have to be . It 
might be only l !f to start with . The r a te might only 
be 41 to star t wi th, but it .vould get you up higher, 
of course, than your 7% in 1949 . But it would always 
be a fixed differ enti al , the logic being that it is to 
support the higher scale of benefits under the Rail ­
road Retirement Act tha n tnose pr oposed undel' Social 
Security. It ~o~lu ti~ it into Social Secur ity, so 
that if the Congress at any time in the future changed 
tne basis of the Soci al Security Ac t from a reserve 
to more of a pay-as-you-go, the Railroad Retirement 
Ac t ;,oulu get the same treatment . And it would - if 
you are .vorrying &bout the immediate tax load on the 
railroaus, it would help i n tnat respect . 

It uoos ada uncertainty to the situa tion, because 
you kno• those fellows are critical - were in t he 
Presidential campaign - about changi ng ~h~t reser ve, 
changing the r a tes . 

But t hey wouldn' t ever b~ r aised . I mean if there 
is any uncert~inty it ia in terms of reduction, and 
the rallronas would get tne advantage of that reduc­
tion if that ever came about. 

Sen. Barr . : I would think it would t.hro;v the system more out of 

!:Iarrison: 

gear . 

We don ' t want t o be tied up with Soci al Security 
directly , because I •m not. so sure the Supreme Court 
is going to sustain that . They ' d kick that one out, 
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surely, if they kicked ours out. 

What Mr. Altmeyer i s suggesting, as I see it, is 
to figure out what this differential is. 
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If we can keep separated, tha t might be worth think­
ing about. But to put us ln . that basket - no t 

Have you (Latimer) any fixed opinion about whnt that 
differential would be? 

It depends on what a ssumptions you take . On our 
present a ssumptions, the level of differential is 
about - bet.;een 1! e nd 1.4. 

I r emecber seei ng 1.35 so:nel.ncre - sometning I 
toink you had . 

It woula Le right br ound lt t o lj . 

'1/ell, you s ee , tho two plans are at opposite poles . 
\'le give credit f or prlor service; we therefor e have 
a high tax r ~te immediately . You don' t begin to pay 
benefits under Social Security f or five years , give 
no credit f or prior service, but you l oad t he percen­
tage on the early ett rnlngs, IYhich i s a substitute 
for prior s ervice . Now, we •re j us t at the opposite 
~oles in our methoa of a pproaching the same problem . 

llo:'l, I'd lLI:e t o scoke out t hes e actuaries . I 1d like 
to k~ow wuo knows nho t t hey ' re t a lking a bout . 

I ' d like to smoke out this fellow who originated the 
iaea - end we t ol d the President, nrt •s all here . 
Here 's a letter th&t says it 1s nere." 

And I had t ha t l etter before we finished up this 
agreement . 

Jus t made a lot of monkeys out of us. 

The Chair ma n of the Retirement Board t ol d us about 
the differential. 'lie hna a conference with the 
President of the United Sta tes. He wanted t o know 
what the Soci&l Security Board had t o say about it . 
Ne therefore had a conference witn tbe Chairm~n of 
the ~ocial Security Board, ~r . Rinant - Ur . Latimer, 
r.Lr . Pelley, and ID,)"Sel1'; it was gone into at t hat 
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conference . Then the Chair man of the Re tirement 
Board was r eferred to the ac tuary of the Soci al 
Security Board to see whet her i t was there or not. 
They confer r ed . Then the Social Security Board had 
a meeting wi th the members of the Board and they 
wr ote us a letter and suid that it was there, and 
they agreed to tho o xtent that it was there we ought 
t o have it . Then .ve went t o tne Pr esi dent of the 
United St utes again - Mr . Altmeyer and Mr . Latimer 
and Mr . Pelley and myself - and 1ve t old him about it. 
So that's now Ne got into it . 

No, our letter, Ur . d~rrlson, doesn't •..•• 

To tne e xtent it is there, that we are entitled to 
it - Nhatever it i s . 

But I mean we didn ' t know - we merely said that the 
principle 1·:as sound or considering Social Security 
as a buhn.rk f or your plan . No:~ , if it turns out ~:<s 
a minus di fferential, l ogically you people ought to 
support Social Security . 

Well, I understood if it worked the other 1'18!1 we were 
in f or it . 

Now, we ' re up agains t this propos! tion, if I can 
diE.gnose it and understand it . That is,· you a ll 
agree - the employees ~gree with tne railroads , al l 
of you nave agreed . Then here comes the Secretory 
of the Treasury and says that he can't approve it, 
and says ne has t he un.;w.lified backing of the Pr esi­
dent of the United States . Is that a correct state-
ment? ' 

I understood him to make tha t statement . 

Now, if that is the situation, wha t ' s the use of 
Congress trying t o do anything? That i s a difference 
in t ha t way that i s positive, and it is practically 
impossible for Congress t o start any la&islation with 
that situation . Now, thn t' s jus t wha t 1 t. l ooks like 
to me - a bad situat i on to e xist. 

Stn . Harr .: Nell , it ' s unfortunate . 

Oougllton: And 1 t' s a baQ •Nay t o s tnrt out right before the 
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Cooml ttee on :;ays and Means, wita the railrocds and 
Brotherhoods on one sitie ~ond the Treasury of the 
United States on tho other side . That•s tne situation 
I've been trying to avoid, and I think yet that there -
it should be prevented if possible; if it can ' t, why, 
I don 1 t know who t we ought to do . That 1 s a situation 
tnot .1e all ought to try to prevent, 1f possible . 

Polley: :/ell, that's right. 

ri . ~ . Jr : Well, we have never - we have had l ots of tax things, 
but we nave never had Just a thing like this tax • 
• Ye 1 ve had the situation before where people don • t 
li~e the t&xes, but th~y•ve gone ahead and paid them. 
And •e 've got the SLme thing now on the unjust enrich­
~ent t&x . Congress passed a law that these various 
pac~ers should put tne thing back, pay it back, and 
we nave never hLa any propositi on - if Congress passes 
a law, that we should just coolly - !lr . Wallace f igured 
there would be 150 million dollars and - that we should 
make a private agreement to disregard the ac t of Con­
gress . That is what you ' re asking us to do : make a 
private agreement to disregard the act of Congress . 

Sen . Harr . : Yes, but Henry, lt JDust be said that the President 
asked these gentlemen to get together . He knew 
everything NOS going on; he knew this court action 
was proceeding, kneR about all these difficulties 
Re nad . And he usked them to try t o come to an agree­
ment, and he says, •Use the Railroad ~etirement Board 
and tneir &ctU£r1es to ~elp you out on this proposi­
t ion. " So that's Nhl t ma~es it bad . 

l:I • .I . Jr: I know. 

Sen. Horr .: And it puts the situation into this: Here the Treasury 
says that they have made an estimate of lJO million 
dollars coming in on the budget this year . 

H.M.Jr: Right . 

Sen. Harr . : And even though the law is tied up and even though 
this agreement wos mnde tJt the instance of the Presi­
dent, and which they r eported to him, and it ' s been 
stated here in conferences and they thought Social 
Security nad written this letter saying about this 
differential, and so forth, now it is held up, and 
I don ' t thinx it' s going to help the Treasury any, 
although I can understand why this budget was made on 
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this basis, t o insist that it be held up because 
of a bookkeeping account, because that l JO million 
dollars was t o come in there, when the railroads 
and the labor people are paying the money and it 
is their fund anU it is to be paid back in benefits 
to tnem . I t hink it would be much better if we ' d go 
uhead and work it and the Treasury express its views 
that t hey doubt tt1e soundness of the proposition and 
give their views on it, and leave it up to Congress 
on tne proposition . 

No.v, :Ar . Secretary, I .iLnt to get this before you 
absolutely clearly, because you may be under the 
impression ths.t >fe h&ve been rather stubborn about 
this thing or want to be . ~l'lile all other industries 
under Social Security are starting at 1%, we have ex­
pressed a willingness to start at :2}% . .~e think that ' s 
pretty good - t o s turt on the basis of 2! while all 
otner industries start in unaer ~ocial Security on a 
1% basis 1 and .ve don ' t th1M we ought to be us ked to do 
more tru..n that. 

Now, .vhat I f ear is t ht1t if this thing fails , and just 
looking at the worst tho t might happen, lf the Supreo1e 
Court should hold that this l av1 i s constitutional, then 
I don ' t see much for the r ailroads t o do but l et these 
old pensioners go wher e they may , because the railroads 
simply cannot a fford to pay 211 or J% voluntarily and 
J~ under a law. tha t's just out of all reason; they 
just can' t do it . Ana it' s b voluntary tning that 
they ' re aoing anyaoR, p~ying toes~ men these pensions, 
ana I imagine it r.ould be just the last thing a Board 
of Directors woulu do just before they resigned - to 
throw these fe llo·11s out . 

Did I misundersttnd you? I thought you said i f this 
la•R were e!Ulcted - the present proposal into law, that 
that would take care of those people . 

It does , and the men want them taken care of . 

How would that put any additional ••••• 

'1/ha t I am saying is that if this agreement is not 
made into law - that ' s what I mean, ~r . Daughton. 

You could amend your benefit law without amending 
your t ax low end take over that private pension. 
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Pelley : Well, we nave to d eal wi th the men on t hat . 

Sen . Harr .: Uid we in the Social Security legislation exempt the 
r ailroads? 

Al t meyer: 

i'~< lley : 

Not in Social Security , but t he Railr oad Retirement 
Act exempted them. 

If this retirement law i s declared unconstitutional, 
Senat or, toen the r oilroad men drop back under 
Social Securitl . 

Sen . Herr .: ,'lell, is there &ny thing else , Henry? 

•· . .! . J r : 

l?elley : 

H • ..t . Jr : 

P"lley : 

.1 . J . Jr: 

Pelley : 

R • ..! . Jr : 

Pelley : 

H . ~ . Jr : 

.:ell, I jus t thought - I don 1 t f eel re&lly tha t any 
suggestion I ' d mfi ke would be acceptable . 

Nel l, you see , Nna t you' r e putting us up &gains t ..... 

I Just sort of f eel it ' s hopel ess . I mean we ' ve tried 
to pr e sent t he case of tne Tr easury, but I Just f eel 
t hu t 1t 1 s - that I ' m butting my head agains t a stone 
wa ll. 

As f ar as I 'm concer ned , I don' t want you to feel tha t 
.vay, because we •ll cons i der anything . 

No - pardon c e - you haven't made any suggestion that 
you even intima ted tha t you ' d be willing to go ba ck 
to the r a ilroad o.mers . 

Oh yes, I ' d be g l ad to if •••• 

No, there isn' t a ny suggestion that you have maae -
tha t you have even hinted you' d go back to the rail­
roads on this and t ake it up . I mean your attitude 
has been that thi s thing is settled, you've got 180-
odd r ailroads 3nd it ' s too much work to go back and 
you ' re not going to . 

llo, I didn ' t me&n to suy that . 

There h&sn•t been any mention tha t we've got even 
tne slightest right; you ' ve got an agreement, the 
President asA£d you to meet and you• ve got this 
thing, and this i s good enough for you, so t he hell 
wi t h the Treasury . 
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Polley : No . 

H. t.I . Jr : So- I mean I 1 ve got .•• • • 

Sen . Hurr.: \'/here you fellows made a mist ake was not to draw 
in t he Treasury in your conferences . 

H • .I . Jr : 

HB'rrison: 

H • • • Jr: 

H11rrison: 

1 1ve had three weeks now of the Government bond 
market and we finally got t hat thing licked, and 
I - I mean I never had three more di.fficult weeks 
in my life . Every railroad security suffer ed the 
same .·:ay; every r&ilro~;d bond went down . Look at 
your railroad bonds today - what happened . And 
for three weeks I 1 ve t'ougnt and bled over this whole 
Government market - rate of interest - and every 
single r efunding has been tied up for the last three 
weeks - every single one . You haven ' t been able to 
do ::; dollar ' s worth ot' business; you can go ahead 
now . And for tnree .veeks I've fough t and bled . 
You haven' t been able, or any public utility hasn't 
been able to do a singl e piece of refunding for the 
last three weeks, ana ti1ey wouldn' t have if 1t hadn ' t 
been f or what wo •ve done here . 

But I mean I Ct;n1 t- I me~n there isn' t any suggestion. 
I might as well be frunk; I don ' t get any fee ling that 
enythin,; I suggest here tod&y would be acceptable, 
because yoi.l don 1 t want to go b ac>< t o your 180 people . 
You ' ve got your agreement . ~r . Harris~n•s a sportsman. 
He 1 s cade an ~>greement and ne ' s going to stick by it ••• 

C&n' t dp other.•i se 

... even though ··•e suggest somet.ling t hat would be bet­
ter for his people . 

So r s ay let it go . hOd when Mr . Doughten has his 
hearing , · I 1li go up with a formal s t atement, end I ' ll 
submit it to the President before I go up, the way I 
a l ways do, end v1e ' li do the best we can. And if we ' re 
licked, we're licked . 

Well, I ' l l tell you about tha t. I don't like to see 
any disagr eement here, becnuse wha t is going to happen 
i f we have a hea ring is this . Here is one Government 
depart ment, the Treasury , on the one side; here i s another 
department, the Reilr ood Retirement Boar d, on the other 

Regraded Uclassified



c 

,I.;J . Jr: 

Harrison: 

II . IJ .Jr : 

1C7 

- 55 -

side . No'1, the only witness we can call at o hearing 
~s to the self-sufficiency of the proposed plan i s 
the Reti rement Board . They were our a dvisers a t the 
request and instruction of the President of the United 
Str.tes . No•:t , if the President of the United States 
gave us a bunch of bum advisers, we shouldn' t have t o 
carry that lo~d . 

Now, "here you going to get in a public hearing , having 
two departments of the Government quarreling? And we 
t ook tne agency the President of the United States made 
available t o us . And if he ' d have said the Treasury, 
we'd have been tic~led to death to have the Treasury . 

~ell, I've got one more suggestion to cake . 

irbo 's going to be in the hole on tnis? riot me . 

I 've got just one suggestion to make . This i s the 
first time I 1 ve 1net wi th you gentlemen, and I 've 
never t aken the attitude that I'm the last word in 
a thing , ana I ' ve been wrong . Let ' s take one more 
crac.< a t this thlng before we announce publicl y that 
;~e 1 re in di sagreement . I ' m 11illing to take another 
chance . 

!:on . llarr .: Well, I t hin.< t ha t ' s better . I aon ' t think it ought 
t o go out t o t he country . 

H. '! . Jr: 

Pt:llcy : 

H.M. Jr : 

I mean this aoesn' t do a ~J¥bOdy c ny good . !low, there ' s 
something wrong so~ewhere . I ' ll stic~ by the statement 
tna t I =de . If you ct>n prove to me it ' s •even 
Stephen• on this t ning , ! ' 11 go along with you like 
tnat . That ' s all I want . 

uell, I d on't .<now whether I can or not, Mr . Secretary, 
becuuse I haven' t been f ollowing the figures that 
closely . 

Now, Mr . Bell makes a suggestion . As f~r as I know, 
tnese a c tuaries have never met . Now, let ' s get a 
room a nd lock them into the room and get them all 
t ogether . 

Sen . Burr .: That ' s what ought to be done . 

!l!ngill: P~rsonally, I ' d 11.<e t o l ock them i n and l eave them 
there . 
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Repeat it through the transom and say, "You can come 
out when you reach an agreement. " 

But I ' ll say this and I ' ll stick by it . If you can 
get tnese different groups - there's Kr. Altmeyer's 
actuary, He nave one, there ' s a group known as the 
Government Board, of which Kr . Buck is the head, and 
Kr. Latimer's actuary - and if those people can agree 
on a formula by which the United States Treasury can 
come out "even Stephen• I ' ll sign the document . 

Fair enough. 

I ' ll sign the document . 

Tha t' s what we want . 

That's right. 

How about you (Pelley)? 

The t ' s all right with me . 

You heard wha t I said - !.tr. Latimer; Socia l Security; 
our actuary, ~r . Reagh; and t he Government Board . 

Board of ActuEries for t he ~ivil Service Ret irement 
Fund. 

Sen. Harr .: Well , wnen you going to get together? 

U.M. Jr: 

Harrison: 
• 

H. l.!.Jr: 

Pelley : 

R.U.Jr: 

La timer: 

And if they c an show me something how the United States 
Treasury can come out •even Stephen" I•ll sign the 
document . 

That •s all right with me • 

And you (Pelley)? 

Oh, certainly . 

Let me ask Kr. Latimer if that's all right with him. 

Of course, this isn' t - this hasn't anything to do 
with an actuarial problem. It's Just a question of 
whether or not men are going to r et1re at the age of 
70, something which an actuary doesn't know any more 
than we do. If we give them certain assumptions - they 
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can ' t come out 'IIi th anything other t han with what 
you give them to go in t11th . If the assumption i s ••• • 

ll • ..! . Jr : ,•Jell, what ' s t he age t hey 1 ve figured on? 

Harrison: 67} on the average . 

Bell: ihat includes the disabled . 

Sen. Barr .: .1el.l1 what about t his idea? Who would know more 
about the railroads than the people who handle this 
thing for the railroads? Why wouldn' t it be o good 
i deo to 6et their opinion a s to t he r etirement age -
from the heads of the r ailroads and from the heads 
of tncse labor groups . 

H~orrison : ::ell, I think we can give it to you right now. ile 
argued thu t question for two days in our committee . 
1hey had s even reilroed presidents on it and we had 
five labor men . And after giving it exhaustive con­
sideration for t •No days, we wore of the opinion that 
67} •vas u very c onservc. t i ve age . NOI'I, there 1 s many 
reanono for that, and if I explained them I ' m sure 
you' d ugree with them . 

Sen . Herr .: You me~on the average- 67J? 

llurrison: 

:'elley: 

llnrrison : 

Pelley : 

Bell : 

fl .M. Jr : 

•i:ult 1 s right . vid Is tr.te it right? 

'!hat's right . 

Now, the actuaries didn ' t give us that figure; we gave 
t hem that fi gure . 

I think Ur . Latimer is right about this . You've got 
to give these actuaries sometning to work on; then 
when they get in there, they ' ll agree . They ' ll agree, 
Nith certain assumptions, that a certain answer is t he 
answer . I don ' t tnink they'll have any trouble . 

I don ' t thi~ they ' ve agreed, however , using your 
figures . They haven ' t used any figures other than 
yours . 

Well look, 11e said we ' d do this actuarial business . 
Now let me make one more sugges t ion. Why i sn 't this 
fair - thut every three years this t hi ng be r efi gured? 
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That's all right with us . t'igure it every year if 
you want . 

Fi gure it every day i f you want to, so far as we ' re 
concer ned . 

Put in this r at e which we 'll agree t o and then have 
it in the l Lw that this thing be r efigured every 
three years f or the next three years . 

I don 't see any obJections t o that at all . 

::ell , I ' m dllil'lg tv st..y that I'll egr ee t o that . 
If these people - let these fellows get together, 
let the::~ get togetncr right awcy - a nd then the 
Norst can nappen is ?IO ' d be stuck for three years . 
Is th&t all right with you fellows? 

On yes . 

O.K. with me . 

~en . Uarr .: And you mean a repor t mode? 

d . LJr: I ' ll take whatever these f our groups of actuaries 
1<gree on, see , 1·1ith tne understanding that no matter 
wha t they do, llt the end of every three years, this 
t.Jing Nill be refigured . 

~en . HL rr . : I don't understand "refigured . " Do you mean that it 
shall be in the laN thc.t there sac.ll b e a report mc.de 
as t o the progress , as t o the wnole situation, to 
Congress? 

H. ·.: . Jr: And an e stim&te be made - it be reestimated . 

~en . H&rr .: Every three years . 

Lout~nton : 

H . ~ . Jr: 

Latimer : 

Ha rrison: 

H.U. Jr : 

Ana ns t o 11011 it nus worked out . 

And how i t' s worked out . 

Vlhe t instructions .vill the actuaries be given when 
t hey wor~ on t nis? 

I don't see anything wrong with that . If it isn •t 
sound, I ' d li~e to know. 

Tner e may be ll surplus, ther e moy be a deficit . But 
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refigure i t every three yea r3 . You (Pelley) can 't 
objee;: t t o that . 

Oh no . 

hre tney going t o oake tneir 0\· 0 asslll:lptions, or a re 
t hey KO ing t o t ake the experience of the reilr ocds? 
uhat hre tney going t o t n.<e? 

Your man CtJn go in there, Mr . Lo timer, a gainst these 
ot her t hree groups , and 1f Mr . Pelley and Mr . Harrison 
are willing to accept these tnr ee gr oups L am, and 
L' m s ure L can guarantee the President is; I ' ll euaran­
tee it . 

Sen . Harr .: ••ell, as I unuerstand Ur . Latimer , he wants t o know 

!..c timer : 

H:..rr ison : 

Lu time:- : 

L.c. timer : 

ii •. .L Jr : 

lwrrison : 

liougnton: 

Hurrison: 

,;hl t assUlJlp t ions they ' ll use . t.re they g oing to r etire 
at &n average age of 67l, ~nd ~ill the actuarial com­
putati on be on that? 

Of course, if they ' re going to assume that , there ' s 
only one answer they ' re going t o come out with . You 
kno.v it . If they ' re not g o1ng t o , you know wh~ t t he 
answer is too . 

67 J is the bus is <ln .·:h1ch we agreeo . 

nell , suppose tney con •t •..•• 

hll I sc.ia is tnis: that these people go in- I don ' t 
know no* they figure ; I hbven •t seen their fi gures -
that tnese t hree different gr oups , with the btJs is of 
the ~<nowledge t h" t they hove, go i n and figur e and 
give us an answer - we don't t e l l t hem how to do t his 
t hing - what •:1e can do f or the next t hree years t o 
make ii come out so thut the t hing i s self-supporting . 

Forever or Just f or the three years? 

Forever, witb tne unaerstanoin& tha t the sdJust~ent 
will be &t the end of three year s . 

I don ' t see snytning wrong 'Alth that. 

Thut ' s as clear as can be . 

Well , the only problem t her e would be 11' t her e i s 
enougn revenue for three years . 
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Be 11 : No , no . 

:lugill: tlo, no . You .. ant to figure whether it ' s going to 
be a sound plan, not simply pay- as- you- go • 

• i. • • Jr : 1: igure it for tne .mole bosis, hoping tnat the thing 
is rignt, and at t ne end of thr ee years it ' s refigured . 

Sun. Harr .: {/ell, !Jag il l , uo I undershnd that in the actuari al 
figuring tho &ssumption wi ll be that t he r etirement 
age will be on the aver age 67*? l'hese rdlroad 
people , liS I understand, and the Brotherhoods , after 
t:1o cwys of conference, agree on that . I imagine 
1f they would agree on o5 tne thing would prove un­
supportable, but if i t ' s 671 , which tney say, ond 
tney ougnt to ~no~ tneir business - I don ' t know a 
~amn tning abo~t it, but I i~gine there ought to be 
some basis on ~:nicn to subs t~ontia te i t . 

Bell: Of course, Senator, you h~ ve a differ ent situati on 
aft~r you have a r eti rement system . Heretofore you 
have hod the incentive of the r a ilroads to keep these 
employees on and not put t nem on the r etirement system, 
because t hey 1 1 L have to poy t· new man and also the 
retired man, because they have had no othEr syst em 
oth(;!r thun th~ p~y-as-;rou-go from the r evenue . ilow 
wnen you get ~ separate r etirement system, there will 
be an incentive on the part of the r ailroads to shove 
the older employees into i t . 

H. !. Jr : t.s 1 unnerstcno t his, these Pt!O;>le are going to go i n 
snd conJuct u hearing , take all the evidence and all 
tne benef.l.t of tne experience tney •ve got - Soci al 
Security , whet t hey ' ve got ; what tney 've got from the 
Government pension system; 'nd what the r ai lroads 
hnve - ond put their brains to work and gi ve us the 
benefit ol' their experience . I 've never met a single 
one of them. 1 non 1 t even know .vhu t they look l i ke . 
They don ' t mean ar~hing to me . 

uoughton: ~r . La timer, no.v long oo you t hirut tlla t would probably 
take? 

Lutimer : Could t ake as long as anybody wonted it to . 

Doughten: 1 Know, but •.• 
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As f ar lls we ' re concernea, we ' re perfectly willing ••• • 
J r . Haas - ~eagh has a good de£11 of our material over 
her e already . 

C&n yo~ get us an answer i n 48 hours? 

I <1oubt that, but t ne,y 1 re r &t ner f~iliar wi th t ha t . 

Sc.1 . riarr .: I wouldn ' t put & definite time limit, but i t ought 
to be thts ~eek . 

L . ~~ . Jr : 

!..o timer : 

• g!ll : 

. . Jr : 

.lake it the r est of t his week . 

Art. you t~oing t o gt:t jjuclt d own? 

l.es . 

NoN jus t • ~inute . uoesn ' t ~r . Doughton or you want 
to .. u u: a stL tement? 

3~n . !l&rr .: I think wh11t 7e 1 ll say i s thut we ' ve been i n a 
conference her e di scussing this matter t. nd we •ve got 
nothing to r eport . 

J. . ·J . Jr : 

!Jo1Jtinton: 

/,ell, will one of you s ay it? l:. lther !.l r . !Joughton • •.• • 

1o0ulun 1 t t hat per haps give the i nference that we're 
jus t deadloclced nopel essly? l'le might say we • re oaking 
some progress . 

:::en_. Harr .: I think. we ought t o say t hat, but t ha t t here is an 
cctu~rial pr oblem tha t we 're •••. 

H.M. Jr : Well, w!lly not tell them whe t we• ve done? I wouldn • t 
· go into the details, but •.•• 

Sen. Harr .: You mean tell them about the ac t uari es of the Social 
Security end the Railroad Boar d and the Treasury? 

H. :.I . Jr: Yes 

s~n . P.arr . : Tha t t hey 're going t o ge t together, and t hey haven't 
had a conference al l toge ther . 

l! . I.! . Jr : I s thut ull right \Yith you, Mr . Pelley and r.lr . Harrison? 

(Pelley and Harrison nod yes) 
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ii .:A.Jr: llell, wny not have t hem come in? 

(To :<loley) Have t11e" come in. 

(rleporters come in) 

Sen • • :r.rr . : Y:m boys hEve a huneer for neNs . 

(< : Ne •re hungry f or something . 

Uen . Har r .: Mr . ~~tJg il t , f O ahe&d . 

U . ... . Jr: No, you go a heed . 
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wen . Herr .: Gentlemen, taey 1 ve been t alking about this Railroad · 
Reti rement bill . lhere •s no definite conclusions 
r e&clled except this: t ha t the Railroad - .;hat do 
you CEll til£ t business? -

Harrison: - Retirement Board . 

Son. Harr .: - Retirement BoarJ , ::Joctt.. l Security Board, and the 
'Ircusury Department experts are t og et t oge ther and 
try to aocerttin tn1s ac lULt·!Ll cost, etc . , on this 
pl:on, Ln.J they 1 ll probably :noke a report to the 
Secr etLr:t by tae ena of tne wee:< . 

. : . ..: . Jr : 

~ell : 

-XCUSe w~1 taere 1 S 6n~tn~r groap, 8 fourth group • 

It ' s t he Bor.ra of Act~ries of the Civil Service netire­
ment tuna . 

... en . i!ar r . : lne Bo!l t'd of Civil 3erv1ce Actuaries . In oth~r ·:;ords , 
we ' r e trying t o ge t som., 1 c tuuria l i nformation. 

~ : "'1on you cay "t il ls pl&n, 11 1Vha t plan are you referring 
t o? 

Sen. Herr .: He are referring t o tne pr oposal - this agreement 
between t ne railroads lind the Brotnernoods . rlo11 , 
that ' s about a ll, I suppose, tha t can be said . Tllat 
ccvers it, doesn ' t i t? 

1, : Senat o r , has any conclusion generally been r eached 
about whn t would be done with the hundred million 
dollars? 

Cen, Barr . : Nothing hus been r eached except t his . 

Al l right, thank yo~ . 
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.f.prU 5, 1957 

Tbe origill&l. !1Al1lroad Retireunt Act wee approftd on Auauet 29, 
193:10 et~ctiw ll&roh 1 , 1936, At the - timB there •• paaHd 
a .. parate tax law erteotift as ot the - date and btended to 
prorta. autticient raw- to 118et the retire ant al.loance1, 
SUbHq1>antl7 an i .njlll10t1CIII1 aa secured apinat thl colleotian ot 
theM taxes and thia auit 1e at1ll pendb& on a ppeal. In the ~­
U• retireJMAt alloanoaa are beb& paid undu the Railroad Retift­
•nt Act, since ita operation as not a~oted by the bji>J!i,i1CIII1 
auit. 

The origill&l. tax law prortdad tor taxes totalling 7 pel"Mnt ot 
the railroad payroll•, one -halt t o be collected tr<lll the em;lo,e .. 
ae an bcaae tax and one-halt trCIIll the CIU'l' iOl'B aa an excise tax. 
The buds&t tor 19~7 contains an estimate ot $1~.0 millions receipts 
rr ... these taxes tor the period ll&rob 1, 19~6. to 1une 30, 1957. 
41 though the Railroad Retire..,nt Act and the present tax law 
are .. pare.te and indepena&nt, the intention •• that the collactiona 
under the tax law abOQ].d be sutt1o1ent to oare tor the alloanc.. to 
be pe.id under the Railroad RetU'ellent Act, At the ts..e the Acta wre 
orlglnallJ adopted there •• teat"-f bJ Kr. Eas1ooan and Kr. Latiar 
to the artect thet the benefits 110uld require taxes ftriOU41J esti­
mated at from 7 percent to 10,3 percent ct tbo railroad payroll. 

It ia rq understandin8 that the recent asre-nt betwen the 
railroads and their e.ogployeea providu tor lowr rates ot taxe11, 
IIIIich do not reach tlie present 1eft1 until 1anuary 1, 1949. 
lfDreoY8r the asre-nt :~rort.S.a that the proposed new Tb:1ng Alit ehall 
take ertect Oil 1&nu&rJ 1, 1937, and the t tbo taus accr~>~d uadar t .be 
preHnt law betwan lllarcll 1, 1936 and De-bar 31, 1936, ehal.l be 
abated or retUil!Sed to the oe.rrt.rs and tbo1r qploJ8••· 'ftle 
e~ct ot till a an'&"& • t is a nat loes ot Nftl11lol to the 'l'reUtiJT 
tor the preHllt t1~ JMr ill the aao1111t ot 110re than $100 a1ll1ona, 

'!'be propoHd asre-nt also JrOTidaa that the 'l'reul:lrJ lhall 
tue Oftr the 11eb111tJ Wlder oertab priwta penaiOD planl now pro­
Tided bJ ...,. ot the railroads. Tbia l1eb1l1tJ i s eatiatad at taoo 
a1ll1CID8, It the pLan is put bto ertect, it would be neoaeaary to 
ulc tor an approprieUOD ot $40 11.1ll1one tor the t1eoa1 ,ear 1958, tor 
the purpoM ot •eUq the liebUltJ IIDdlr the prhata penaiCil plana, 
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MeiDOraD4ou Re: IIAUr oOid Retl~nt Legldatlon - 2 

I u adrtaed that the proposed tax .. work out to be the equhalent 
ot a tlat tax ot 6.6 peroent on t he railroed pe7J'olla. Tba Rel.lroad 
Retlraaent Boe.r4 baa oaloulated t hat the oost or tba proposed railroad 
ratlra•nt Prosz'U wUl he tile equi 'tll.hnt ot 7. 11 percent or the 
railroad pa7J'olla. The 41trere- betwen the .. tt.atad proceeds or 
tile tax llD4 the e n t.ated coat or t he plan would haw to be •t out or 
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t .be sa,..nl tuD4a ot tbe Treasury. '!'hie obarp baa been propoeed on the 
the<117 that it the railroad .. ployeea bad ra•t...d under t h e Soolal 
Seourlt:r program tbe raUraMnt allo•noea to tile present e11ployeea would 
haw oost tile GowrDMnt .5S percent or the pa7J'Olla raore tboln tile taxes 
'ldlich would llolw been peld b7 the preaent eJIIPloyeea under the Sooi al. 
Seour1t:r Act. I ..,. adrtaed , ho•wr, that the Oowr-nt aotuar1ea to 
1lbaa th.is plan baa been au'boaitted asree that the taot 1a tllol t railroad 
SQployeea, pr .. ent aDd tuture, would pa:y ta'<l aUliona ""'" 1D tar .. 
under the Sooial Seourlt:r lAw tbaA tbe:y would reoeiw ~Detlta. 
ConaequanU:r i t appeara that there la DO aotual juatlticatlon t or oallin8 
upoa the Treuur:y to •et part or the coat or the propoeed plAn, on the 
t lle<117 that the Sooial Seourit:r pr~ la beins raliew d traa a l1abU1t:r 
b:r ita adoption . On the oontrar;r, tile plAn should be ao 4as1pd u to 
be aelt-eupportiq , ao4 not to iDTolw tile Treaaur:r 1D l.Arp actual and 
proepeot1Ye loeaea. 

l I .. turther adTlaed that t he oa1oulat1ollll upoa wl:doh t he propoeed 
rates ot tu llolw been clottel'llliDad are baaed on tbe &a8U111PtlOD that heaUh:y 
•laPlo:r-• will retire a t an awrap asa ot aewnt:r :rear•. '1'h1s esa lewl 
is cona1M:rabl:y 1D emeaa or that 1Clioh bee bee n used 1D oalculatins the 
coat ot the Sooial Seourit:r prograa. It t he }a'aaent aae>aption ahould 
prow to be 1114orraot aD4 railroad eaploye .. should ratira at an auUer 
asa, tile ettaot would be greatl:y t o i acra&M the coat or the railroad 
ratl...,.nt prosr-, with the reeult ot a turtber deficit . 

The proposed leglalatlon proTidea benetite to rai lroad eaployeea 
auba tantlall:r greater than thoee proT14ed b:y the Sooial Seourit:r Aot, 
It 1e 1117 underate.D4lns that all partlee agree that the retee aet 1n the 
propoaad tax bill should be sutti oient t o 1*7 tor the propoeed benetita 
and that other tu;payera should not be oallad upon to - t the ooat ot 
the proposed allORAoaa . Mcreowr , it the plan 1a t o r...ouon on a aoUDd 
baaia 1t ia .. aentlal that the tares preaantlJ oollaoted ahall be 
nttic1 ... t , ,..t •ral:r to ••t the imMdlate liabUit,. tor allownc .. 
but the 111101> greater 11abil1tiaa wl:dch will arlee 1D the tut11ra, aa the 
ratiraaat plAn beo.-a tullJ operatlw. 

The Actina Diraot or or tile Budpt 1a now prepariJis raTlaed .. tt.atea 
ot raoelpta and axpan41turea tor the current ti-l year, The tigur .. 
now uallabla allow that the receipts trooa aewral. or the iaportant aouroee 
or raw11.ua, auoh •• the 1Doau tax, tM gift tax, and the t ax on ujuet 
enr1obant, MW tallaD oone14erabl;r behind the .. u.taa. .Uthoueh \hera 
.,. be el1ght 1110reaaee 1n ,..,. u-• ot raw-•, and oollaoUou •1 
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1nore6ae durinr; the r-inder ot the tiaOil ,.ar, there ae ... to be 
little daubt that the aatual reoeipta tor the t1eoal ,-r will bl le11 
then the Budt;et eatl.atea. ll:lder theae oirouuto.noea, it 11 aoat 
i~~portant that addit1oual 11abil1 tie• tar oxpellditurea • blyolld thoae 
oonteq~lated 1J1 the BUdt;et, ahould not be inourred without prOTbion 
for new to.xea to aent th-. It the propoaed legislation were adopted, 
thore 110uld bl a n 1-.li&te lou ot revenue ot over $100 al.lllone, and 
a proapeotiTe net lou of aeven.l hundreda ot mill10111. Current e,._ 
pendituree muld bl i:Doroaaed by at least $40 million., to meet the 
11ab1litiel UDder the oarriera priTate penaion plana. I oo.unot ap­
proTe of tlw oe additi<mal oh&rr;a1 upon the fraUIIl'J at thb t1118. 

I heTe prerloou4' au,;r; .. ted that thl proposed plan be •de 
etteotiTe July 1 , 1937, instead ot Jan..ry 1, 1937, u now oontempla­
ted. It 11 f611 unde.ratending that the railroad• han agreed nat to 
oonteot the oonat1tut1onality ot the propoaed t&xiDg aot , 'llhioh 11 aub­
at&ntiaUy lillil&r to the exiatJ..nc law, exoept tl'&t ito rate• are lower. 
Ther• ahould therefore be no legitia te objeot1on on their part to wl.th.o 
drawl.llf> their preaent injunntion au ita , aDd t>lnnr; the t&xea 'llhioh l'&n 
already aoorued . Further, I UDderetend that the blnet1ta to railroad 
e~~~ployeeo under the existing law are aome'Ohat more generoua then the 
allowanoee in the proposed new legialation. Benoe the oontinuo.noe ot 
tho exieting l&n until July 1 will h&ve a benefloial rether t han .. n ad­
verse etteot upon tbo retired employee• entitled to allowanoes. I under­
at&nd tl'&t all parties o.grM that the retir-t plan should be lllt­
aupportinr; . T!wretore, the leg1alation ahould oontain prorldon tor 
periodiot.l report• by the Treaaury &I to the aut t1oienoy of the tax 
ro.tee to .. et the eatl.atad liabilitiea tor retiring allo..,oea. With 
theae te,....., the proposed ler;ialetion would adeq ... taly pr oteot tlw rail­
road e"'Ployeea, and the 'l'r••W'1 muld not be aubjeoted to a 1011 ot 
reven~at, ourr.,t and proapeotin, with whioh it ahould not bl burdened. 
The plen, a:xlitied in th .. e reapeota, hal Wf/1 appron.l. 
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H.U.Jr: 

\Ufson 

ll . U.Jr: 

,, . ... 
U. l.t .Jr : 

VI : 

B.loi.Jr: 
ur. ... 

H. !A.Jr: 

W: 

R. J.t . Jr: 

W: 

D. ll .Jr: 

IV: 

fi . LI . J r: 

W: 

Who? 

April 5, 1937. 
5: 35 p.m. 

Goffiel d - he is the Collector of Internal Revenue . 

Yes. 

There ' s a vacancy in that Congressional Di strict 
due to the death of Buchanan. 

Yes . 

There are a half a dozen candidates 1110re or less. 

Yes. 

Buchanan want ed t o - not - Goffiel d, if he could 
1n his own way, to help try to bring about the 
election of a Congressman who would be fri endly 
disposed to the Administration all along the line . 

Yes . 

Half a dozen running; one or two are committed; 
the r est of them are non-committal and some of 
the.m are against the Court. 

Yes . 
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But Goffield didn't want to do anything at all or 
get involved unless it was all right for him to do 
so. Now would I be permitted to talk t o him and 
tell him to discreetly help i f he can or any fellow; 
I haven't anybody 1n mind - some fellow who would be 
thoroughly reliable? 

Oh sure - sure. 

He - I didn't want to get him in trouble. 

No - no -no he isn' t going to go out . He ' s going 
to do it on his own t ime, isn' t he? 

He i sn't running or he won1 t say anything publicly 
but 1n his own way h e coul.d 1110ve ar ound quietly and 
say, "Jones is the fellow". 
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Sur e, I appreci ate your calling me, old man, and it' s 
all r i ght. 

O.K. 

Wilson. 

Yes. 

I ' ve got all the r ailroad brotherhoods and that 
whole t hing out side of my of fic e now and the President 
dumped the whole thing in my lap. 

Good. 

Be - what? 

Good. 

Son of a gun. 

Why that ' s all right . Take some of t hose 58¢ doll ars . 

Thank you for your hel p . 

He •s a dumper; he dumps everything. 

You're al l right, Jim, I 1m for you. 

Thank you, s ir, goodbye. 

\ 

Regraded Uclassified



( 

-- .. ..... ~ ........... .... 

DEPARTMENT OF STATE 

WASHINGTON 

In reply refer to 
n: SU.OOl Georve VI/ April 6, 1937 

C<m'IDENTIAL 

The Secretary or State presents his compliments to 

the Honorable the Secretary or the Treasury and, with 

reference to this Department's letter or March 26, 1937 , 

and to previous correspondence in regard to matters relat­

ing to the financial and economic situation in China, en­

olosss, tor the information or the Secretary or the Treasury, 

copies or telegrams Nos. 151 of April 5, noon, and 152 of 

April 5, 1 p .m., from t he American Embassy at Nanking. 

Enclosures : 
From Embassy Nanking 

No. 151, April 5, noon; 
From Embassy Nanking 

No. 152, April 5 , 1 p.m. 
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JR 

Secretary of State , 

'lashington. 

I ~ 

151, April 5, noon. 

Nanking via N R 

Dated Apr il 5 , 1937 

Rec •d 10:15 a .m. 

121 

The departure of Dr. if . n. Kung, China ' s Special 

Ambassador t~ the British Coronation ceremony, with an 

ento~rase of some 35 people r eported in my 135, March 25, 

10 n.m. Rumors hc.ve been rife in Shanghai and in No.nking 

to t he erf ect tha t Dr. Kung l opes, during the course of 

his visit, to obt ain a sizeable British loan for usc in 

South China where there are plnns f or railway building. 

These reports indicate tho.t the Chinese hope for a loan 

of one billion Chinese dollars and state that the British 

demand reti rement of the loan ttithin f11'teen years and 

security additional to tho r evenues of the new loans . 

To provide security the Chinese expect r evenue 1nor eo.sea 

as foll017S : 45, 000, 000 from income to.x, 30, 000, 000 f rom 

increased sal t revenue and 10, 000, 000 from incr ease in 

consolidated t ax . 

JOIDISON 

KLP 
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JR 

Secretary of State , 

\'lashi.ngton . 

• 

152, April 5, 1 p . m. 

Nanking via N R 

Dated April 5 , 1937 

nec 1 d 9 :30 a .m. 

122 

Our 135, March 25, 10 a .m., and 133, Uarch 24, 3 p . m. 

One , Reportedly because of illness Vice Uinister 

of Railways T K Tsen~ did not accompany Kung and party 

which departed Shanghai April 2, but will go later , 

Accordin.:; to a confidentinl conununio.at ion Foreign Office 

sourco 3 he is conside r ed a very important member 

because o~ expected financial conversations in London 

nt which, this r eport states, the Chinese Republic 

hopes t o obtain a large loan chiefly for railway 

construction. Inspector General of Customs Maze also 

did not accompany delegation but will reportedly proceed 

via United State s , 

Two , Sent to the Deportment , by mail t o Peiping, 

Shanghai, Tokyo . 

JOHllSON 

~·me 
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Chairman Eccles and Governor Ransom had lunch with the 

Secretary at 1 o 1 clock. Mr. Taylor and Mr. Upham •were there also . 

There was some discussion of open market operations by the 

Federal Reserve yesterday and today, W.r . Eccles stating that the 

~ystem bought es mill ion of bills yesterday and authorized the pur­

chase of $15 million bills today in additlon to some bonds . He 

said the committee feels tha t i t is important to assist in t he 

diotribution of the current offer i ng of Treasury bills . 

~r . Morgentbau said t hat the market seemed to be pretty 

steady . He remar ked that Mr. 3ur gess had been pretty "sick" at 

the opening· of the market but f elt much better around noon. 

L!r, Bccles said that L!r . Burgess was apparently worried by 

the press reaction to the Secretary' s s t atement at the press 

conference yesterday about new financing . 

~r. Morgentbau said that t here was very little comment about 

him or the Treasury in the press -- that he was mer ely an innocent 

bystander dur ing the act ion by the Federal Reserve . He referred to 

the fact that some of the papers recounted the various statements 

made recently by Mr. Eccles . 

Mr. Eccles said that i t is absolutely essential that the 

President balance the 1938 budget . He hopes to see t he President 

shortly to impress that upon h im and he suggested that Secretary 

Morgont hau also be emphatic in his insistence upon that course . 

Mr . Morgentbau said that while be thought that would be fine 

o.nd "the answer to a maidens prayer" he oannot press the President 

beyond a certain point. He indicated that there a re some evidences 

that t he President i s impressed with the necessi t y for a more careful 
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check on budget figures . Be quoted Barry Hopkins as saying that 

the President is getting •tough • on money. He said that the 

President wants him (the Secretary) right by hie ai de on Friday 

when Herbert Lehman and the other Governors come to di scuss relief. 

Be also told something of the meeting last night 1n the Treasury 

on the Railway Retirement Act and stated that the President had 

aut horized him to say end that be did say that i f this Act took 

$135 million out of the budget, a new tax bill would go to Congress 

thi s session . He aa1d•that Pat Harrison commented that i f a new 

tax b ill came up t his session he was resigning as Chairman of the 

~enate Finance Committee. 

Af t er t h is discussion Ur . Eccles and Mr . Ransom expressed 

themselves as feeling very much better. 

Mr . Eccles sai d that he was now able to emile and that he felt 

much bet t er about the action which the Federal Reserve had taken. 

I t seems to him more justifiable 1f the balanced budget is in eight. 

~r . Morgentbau digressed t o remark that be is 9~ through with 

Gone iHth The Wind. He ond !Ar. Ransom discussed the book for some 

minutes . Mr . Ransom, who is from Atl9nta, told something of the way 

the book was written and discovered for publ1cot1on and commented 

that h istorically it was substantially accurate. 

Mr. Taylor a sked Mr. Ransom what he and George Harrison were 
big 

shaking their heads just like two/elephants at lunch time yesterday, 

but Mr . Ransom was unabl e to remember just what they were shaking 
at 

their heads at/the time but agreed that the el ephant description was 

a good one. 

Mr. Eccles said that the Executive Commi ttee of the Open ¥arke t 
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co~ittee i s still in town and t hat he haa t he same old argument 

each morning with George Harrison at lengt:ta. 

125 

The di scussion now seems to cent er around what i s an orderly 

market . Theoretically, Mr . Eccles said, a Government market that 

wen t down indef i ni t ely a quarter of a point a day is orderly and 

conversely a b ill market which goes up a quarter of a percent a week 

is orderly, but certainly no one wan a t o s ee either development. 

Mr . ~orgenthau said that he ia not going to offe r any extra 

billa nex t week and pe rhaps not f or a second week. 

Mr. Taylor thought ~e should not drop out for more t han one 

7-"0&k . 

Mr. Eccles s a id be hopes that Mr . Boll wil l shift some Treasury 

funds from the Federal Reservo banks to t he commercial banks, but 

agreed t hat i f we stay out of the bill market for a week or two 

the Federal Reserve account will run off pr et t y r api dly &nY\?SY• 

He roforred t o t he Satu rday a nd Sunday meeti ng of t he Open Mar ket 

Commi t tee . He sa i d t hat i f they had had a fourt h a l t ernative -- to 

do ~othing he f eels t ha t he majority woul d have been for that . 

~r . Ransom, on t he other hnnd, felt t hat before t he meeting 

ended the majority were 1n f avor of doing some t hing. There seemed 

pretty general agr eement 1n t he Open ~!arket Com:nittee , '-;t was stated, 

agains t cancelling the May 1st i ncrease i n reserve requ irements . 

Mr. !Jor genthau said he agreed that was the least desirable 

t hing t o do . 

Ur . Ransom said he f avored action by t ho Treasury to depos it 

eol d certificates. 

~r. Uorgent hau sa id he expect ed the cocmittee to r eques t t he 

Treasur y to do t ha t . 
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ur. Eccles said he thought such action would have boon 1ntor­

pr t ed as the Treasury working against and in confl i ct with tho 

Federal Reserve . 

ur. Upham suggested that the action taken mi ght be interpreted 

to the ndva.ntage of t he Federal Reserve System as constituting t ho 

t aking of the Treasury ou t of a bole by the Open Uarket Committee . 

Llr . IJorgenthau said that no one had written that interpretation. 

Mr . Ransom said th'.lt the stat ement issued by the Federal Re eerve 

Wl'iS a "Missouri compromi se " which d:ldnot pleaee anyone but came 

closer to oleasing everyone than most anythi ng else could have . He 

said t he co~ittee didn ' t understand i t and he couldn't see how t he 

public could. 

!Jr. ~orgenthau told Mr . Eccles t hat he should cheer up and 

not take t h e situation too seriously. He advised h im not to mind 

day- to- dsy situations -- he said on some days the market would 

be up and some days it woul d be down but a month froo now it would 

be stabilized and that looking back we would be gl ad that t ho action 

had been taken . He told Mr . Eccl es that t here ware some people in 

.lashington and New York vtho had hoped for asplit between the Chairman 

of the Board of Governors of t h e Federal Re serve System and the 

~ocro tary of the Treasury but that be bad felt that no such split 

could or should occur. 

Upm. 
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Secretary of State , 

V/nshint;ton, 

454, April 6, 5 p , m. 

FRO'' OOC!IRAR . 

GRAY 

Pnris 

Dnted Ap~il 6, 1937 

.lec ' d 4 : 55 p , m, 

Pt.r::.s ercha~e mc.rket fai rly active . French con­

trol i ntervened at openinG to tru:e all dollars offered 

and brought rate up fro~ 21 ,66t tc 21 . 6Bi. Sterling 

also strene;thened and some speculntors wer e undoubtedly 

caught £l"ol•1; . French rentes wer e :iown nnd share narltet 

wns wer.ker . Today was the last dry for payment of 

national defense loan subscriptions; money was very 

scarce; many subscribers had to seek assistance from 

Bank of France borrowi~ on other securities . Under­

stand arrangeoent has now been effected bet ween Treasury 

and Bank of France whereby latter is talting over (with 

a penalty charge) or canceling oubscriptions which can­

not be otherwise financed , 

130 

French financial press welcomes al l rumors of 

international conferences which might conceivably help 

this country out of i ts financial and trade difficulties . 

Z!lD 0 ? SECTIOil Otli~ 

.. TILSON 

St.IS :EUB 
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PAJUPHR.481 OJ 81l0TIOJ TWO OP TELI<llWl JO , t5t of 
April 6, 1937, froa the Aaerioan Eabaeay, Paria. 

131 

Thia afternoon I had a telephone conver aat i on with 

Jacobseon at Baael, Jacobaaon had had a talk w1 tb Karoel 

Van Zeeland, b»other of the Premier, and other resident 

BIB officers with regard to the report that the Belgian 

Premier had been a sked by Great Britain and Prance to study 

the out look for lowering trade barriers and the poseibility 

of an international c onference on the subject. I reported 

the interest of Van Zeeland a few a onths ago i n either in­

fluencing the United State& t o take the initiative in call­

ing such a conference, or taking the lead himself. It ie 

the opinion of ray Basel friend& that the pr esent public 

announcement baa no new significance. 

A.fter the Belgian King's visit to London, and i n view 

of van zeeland' s political rac e a.gainat Degrelle, the 

present ie an opportune moment to stress the internati onal 

esteem in which van Zeeland is held as an economist and 

statesman , and the good relations which Belgium enjoya with 

t he two other powers . Basel thinks that wb.ile the present 

reports _,. oocstitute an indication of a laudable aO'fe 

in t he right direction, the '--ediate purpose is to influanoe 

the i nternal political situati on of Belgiua. It expect& 

no aore r esult& in the way of an early world econoaio con­

fer ence fr oa the Belgian JDOYe than it does froa tbll O'fer­

publ1cise4 aupr aeeting in London at the present aoaent . 

DD lli86AGI. 
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H.M.Jr. called t he President . •I J ust wanted to r eport 
t lu. t everything i s going along pretty well. The only new 
thing is tlu. t sterling i s practically 4 . 91 and we have about 
6Q million dollars worth of gold in London and I thought I 
might tl:llk to them about moving a little over there; VIe lu.ve 
been wuiting for just something like this . A reported rise in 
s t erling is a nother inflationary move. 

"I run going over t his afternoon to the Jefferson Island 
Club and I will let Naval Communications know where I wil l be 
i n cuse you should want to reach me. " 

132 

The President told B. II. Jr., that Governor Lemum was 
comin& to Washington on Thursd~y t o attend the "Relief" meeting 
~~ond R. M. Jr ., reminded t he President that he thought Mcintyre 
hbd s et the meeting for sometime aft er Cabinet on Fri day. 

The President ~so t old H. u. Jr . , to have a good t ime 
ut J efferson Island. 
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GROUP JaE'l'ING 

Present : 

H.M.Jr: 

Roche: 

H.M. Jr: 

Roche: 

H.M. Jr: 

Roo be: 

H.M. Jr: 

Roche : 

Wrs . 
Wise 
Wr. 
)olr. 
Mr. 
wr. 
Mr. 
Mr. 
Mr. 
Mr. 

Klotz 
Roche 
WoReynolda 
Oliphant 
Taylor 
Gibbons 
Upham 
Gaston 
Magill 
Haas 

Good morning. 

' 

April 6, 1!137 
!1:30 a . m. 

Miss Roche, you better get a pencil end 
paper. 

I beg pardon, sir? 

Better get a pencil and paper. 

. 133 

I ' m sorry, but t he conversat ion that I bad 
with the President wae one- way. He was 
telling and I waa listening, and inaamuch 
as I didn ' t know anything about what be was 
talking about , I couldn ' t argue With him. 
But be was tiving me a l ot or answers to 
things t hat you and Dr. Perren had taken 
up. 

Dr. Perren saw him yes terday. I reported it 
to you. 

You were with him? 

No, I wasn't there. 

Then you know as much as I know. Well, an7 
way, I couldn't argue about it. 

Cancer- - . .• •••. • .. 

Yea , sir. 
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Roche: 

H.M. Jr: 

Roche: 

R. t.l. Jr: 

Roche: 

I!. If. Jr: 

Roche: 

a.M. Jr: 

Roche: 

H. M. Jr: 

Roche: 

H.II.. Jr: 

Roche: 

B.Joi • .Tr: 

2 

I mean this is en edict. 

Yes . 

This is an edict . The President says three· 
hundred thirty- three and a third thousand 
dollars a year for three years , or a total 
of e million dollars - where •s Bell? -
for three years for research only. 

That is the bill ss it has been introduced 
by Senator Bone and s igned by ell the 
Senators. It ' s gone to committee. 

Is t hat e million dollars for three years? 

Yes, that is as it' s introduced, sir. 

But forbid the use or any money being used 
for outside treatment. 

Well , I'm not quite sure- ere you •• • ••• •• ? 

I 'm talking cancer. 

Are you talking about the bill as it ' s intro­
duced? 

I don ' t know a thing about it. I 'm Just 
telling you whet the President said. 

There's a bill introduced and we are substi­
tuting e bill which provides treatment. 
This bas been introduced by Senator Bone •. 
It's been before the camnittee end at their 
request our doctors have worked with Mr. 
Wenobel end Mr . Oliphant ' s office , and have 
helped them work out the provisions. It ' s 
a million dollars as it stands for three 
years; it will be more when we get through 
with it. 

But no money for outside treatment. 

That is as it ' s originally introduced. 

Used for experimental purposes in Government 
hospitals. 
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Roche: 

R.lol.Jr: 

Roche: 

B.I.!. Jr: 

Roche: 

H,M.Jr: 

Roohe: 

B.~.Jr: 

Oliphant: 

H.II.Jr: 

3 

In Government hospitals. 

But he was very emphatic - no out side. 

Emphatic that he liked it that way or that 
it shouldn 't be that way? 

135 

Emphatic t hat no out side persons be treat ed. 

That it should not be permitted to be used for 
that? 

Yes , that it be used in Government hospitals . 

I didn' t know tbst Perren talked cancer to 
him. 

0 

Syphilis. Four mi llion - using eight million 
as your base, over end above the eight million, 
increase it four million , then eight, and then 
twelve. V~ere • s McReynolds? You (McReynolds ) 
oan repeat this t o Bell , you see . That' s f or 
educational purposes end to eliminate oh~onic 
oases . At the end of three years , have it dis­
tinctl y understood that they ere going to turn 
the whole thing over t o t he s tates and the 
Government i s through. In other words , not a 
continuation - conti nuing progr am or 25 million 
a year, see? You go f our, eight, and twelve, 
and then t he Federal Government is out. I 
mean I 'm only repesti.ng word for word what be 
says and, as I say, not knowing anything about 
i t. 

That is an average base for three years -
four , eight, end twelve. 

Four, eigbt,and twelve over and above t he base 
of $8, 000 ,000. And hi s philosophy i s this: 
That we , the Federal Government, can ' t take care 
of all t he syphilitic cases in America per­
manently, any mora t han we could take cere of 
all t he oases or diphtheria. Be figures that 
t here are about 10,000,000 floating oases; 
we can try to correct ths t and then stop . 
Of course , I told him that they wouldn ' t stop 
then , but be says it mus t definitely stop. 
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Roo he: 

R.r.! .Jr: 

Roche: 

H.\I .Jr: 

Roche: 

R.M.Jr: 

Roche: 

H.M. Jr: 

Roche: 

H.I&.Jr: 

Roche : 

H. M.Jr: 

Roo be: 

136 

4 

And the cancer is one million for three yeere. 

For three years. 

And it ' s purely for research? 

Purely for researob. 

And then the third and last t hing, on which 
the announcement should be kept extra confi ­
dential , end Wayne Taylor can handle tb i e. 
The President says that when be was Governor 
or New York he bought some radium and at 
that time be t hought he paid 40 or 50 thousand 
dollars an ounce - wasn ' t quite sure . Be 
understands Belgium has some radium that they 
ere Willing to sell for i30 , 000 - gram, I 
mean . And the t hought was t hat we might take 
some Belgian radium and let them pay orr the 
principal of their war deb t with it. 

Yes , t het was sugges ted a year ago. Dr. 
CUmmings brou!!bt 1t up in start' meeting, took 
it up with Mr. Coolidge I think. 

The President liked the idea that you 
(Taylor) play with it with the State Depart­
ment end check what be paid in New York State. 

Thie bill ,.·ould provide, as it is to be amended , 
for approximately $2 ,000 ,000 for radium pur­
chase . 

Well , on this baeis , 1 t would be just a cancel­
lat ion of so much of the principal. It wouldn ' t 
t ake any appropriations . I mean it woul d be a 
war debt. 

If he ' s going to rule out treatment, you won ' t 
need much radium. 

Wall, you ' d lend it. 

Yea, lend it. 

You could lend it. What? 

That's what we planned to do under the treatment 
program. 
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!l. ll.Jr: 

Gibbons: 

A'cReynolds: 

Gibbons: 

H.M. Jr: 

Mrs . Klotz: 

H.M. J r: 

1~7 _.,. 

5 

I ' m absolutely cold on this , as I say , and 
he just - one, two, three , and he bad it all 
written on a paper, and I wanted to get on 
railr oad retirement , and be kept saying , ~No, 
I 'm not t hrough yet, " so I ~TOte down as he 
read . 

And Mac , would you look up tor me about 
Colleotors of Internal Revenue and Collectors 
of Customs and see - the President is under 
the impression that their terms expire a t t he 
end of four years. 

Internal Revenue , they do not. 

No term on Revenue. 

Jim Farley asked me tor that. He ~ust have 
spoken to him and I have already given it to 
him; he ' s goi ng to t alk to the President 
about it. 

I did have this that Miss Swi tzer gave Mrs . 
Klot z . 

It came in just a little while before he went 
over (to Miss Roche). 

I can' t do this outside t he office, but I got 
to do this inside t he office. I want to read 
my morning paper. 

"Open mar ket - contra. or the several things 
about the Federal Reserve ' s open market policy 
announcement which banker s here did not like , 
one of the mos t important was the indication 
it gave tha t Mr. Eccl es was still clinging, 
with hardly praiseworthy stubbornness , t o t he 
idea that oentral bank action control a boom 
and low interest ra t es were not incompatible. 
A short while back Wr. Eccles was saying 
confidently that long-term interest rates would 
r emain low in spite of the increases in reserTe 
r equi rements and t he prospective hardening of 
short-term r ates. Vlban confronted with posi t !Te 
evidence recently that long-term rates are 
not s et apart in a water- right compartment , 
immune from the influences which affect 
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Oliphant : 

H. M. Jr: 

c 
Taylor: 

H. M. Jr: 

( 
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short-term rates , Mr. ~coles, instead or 
admitting hi s basic error , changed bis credit 
policy instead ." 

Who wrote that? 

I don ' t know. 

"Wall Street thought tbe.t it bad seen the most 
curious or all central banking freaks in 1929 
when tbe bank rate was raised and the bill­
buying rete lowered. But the contradiction 
apparent in the earlier policy is surely no 
greater then the current Federal Reserve pro­
gram of taking away excess reserves by raisi ng 
reserve requirements with one hand and handing 
reserves back to the banks with the other hand 
by buying Government securities. The system, 
it is felt here , should reo~y make up its 
mind what it wants - and make it up irrespec­
tive of the Treasury ' s needs of the moment ." 

He just spoiled my whole morning. Vlhat? 

The writer doesn ' t appreciate that lowering 
t he reserve requirements is a clumsy instru­
ment. 

The other t hing is this: "Few Well Street 
bankers have taken any stock in Mr. Eccl es • 
idea t hat it was possible t o have firmer 
short-term money rates without long- term 
rates bei ng affected. So long as low long­
term money rates are considered sacred and 
inviolable , bankers here do not bel ieve that 
the Federal Reserve System can exert its full 
authority to impose restraint on a boom." 

But t he thing, as you know, es I said to you -
how l ong would i t take f i nancial wri ter s to 
catch on to the fact that you can •t control -
say, let short-term money r ates go up and have 
no effect on long- term rates. But I ' m awful 
glad that Morgenthsu isn't mentioned. (Rands 
paper to Oliphant) 

Isn't t hat interesting? We don ' t enter in t he 
picture at a~ - Just the innocent bystander. 
It ' s all right. Wb.at? 
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(Nods yes ) 

You people know whet we ' ve been t hrough. 

Mi ss Roche , to help you out in this , what ever 
that is - t he predicament - I would suggest 
that you keep Mr . McReynolds and Mr. Oliphant 
informed on the legislation . 

We have done t hat , eir, with Mr. Oliphant. 
Yle are not proposing anythi ng on cancer at ell 
ourselves . Sen . Bone and Congressman ~averiok 
simply requested some informal assistance . 
~e immediately contacted lo!r. Wenchel , and With 
his assistance made some suggesti ons on t he 
bill they had introduced . 

Well , does McReynolds know anything about it? 

No , we haven ' t talked to Mr . McReynolds about 
it·. We were going to, of course , but it hasn ' t 
clear ed yet with Mr . Vlenchel and we were going 
then . . .. .. . . 

But if you don ' t mind , I think - really I think -
Mr. McReynolds is my administrat i ve officer. 
Now, I can ' t be reached , I ' m doing finances, 
but I don • t thin.k there is any excuse for 
McReynolds not knowing about it. And t hen it 
comes up to Bell. I wonder it i t has gotten 
to Bell at all. 

No, sir. 

It ' s just the way I don ' t like Treasury t o do 
things. I mean right up and it comes beck. 
See? Now you wanted that million dollars for 
the flood. 

Yes , si r. 

Remember? It went through the r egular, nonnal 
way, and we got it for you , didn ' t we? 

Yes, sir. 

Until I got into 1 t I don •t think you could have 
gotten 1 t. 9.1t it went through regular, normal 
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ch8Illlel e . 

There hasn ' t anything at ell been done on this 
yet . Friday aft ernoon we had this oonference 
with Mr. Wenchel . 

But it's gone to the President though and he 
reads ott this whole list or instructions , and 
I jus t s it there absolutely dumb - not dumb , 
but dumb with my mouth end dumb with my brain. 

Nothing has cleered from us at a ll. It ie 
still in the very first st ages . And it wouldn ' t 
officially clear any way. It was just one or 
those informal conferences. 

Well , it ' s finished now. The President bas 
issued his orders. 

Well , I think some or the Senat or s must have 
been talking to him about i t. 

The Surgeon General was there. 

No, the Surgeon General was t here. 

I knew be was going to discuss syphilis but 
I didn ' t know that cancer was coming up. I 
didn ' t have the remotest idee it was going to 
be discussed. 

I don ' t know whether Bell knows a thing about 
i t, or whether the bill •.•• •.••• 

Probably not . 

Do you beve anything, t.!sc? I 'm going away right 
aft er lunch, be gone un t il Friday morning - no 
telephone. 

You told Harold you were - a t least be told 
me ••• • • • • • •• 

What about it? 

Chicago. 

Oh , sur e. 
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Yes. 

I ' ll have those three things . 

(To McReynolds ) It ' s very easy. Well , I ' ll 
talk to Harold . 

He wants to talk to you. I don ' t went to 
do it. 

You don ' t? 

No. 

You don ' t went to let h1m go? 

I don ' t went t o send anybody there until we 
send up all 15 of them. 

What about Wallace ' s thing? 

Oh, that thing . I do want to ge t something. 
I want to get your clearance on that Wallace 
letter about Procurement . 

Well, t here wes nothing to do. 

No, I went to go ahead with the investigation. 
I ' m not satisfied. 

Well , go ahead. But you didn ' t say in the 
letter "Should I go ahead? " You read the 
letter. I read the letter twice , and it Just 
was a report. 

Report of whet we were going to do . Vle ' r e 
going t o fire two guys , but I want to find out 
what somebody else didn ' t find out about in 
their own organization before it got to that 
point. 

All right . 

And so I'm having Irey , ~~th your approval ••• •• • 

Vlbat did these two guys do? 

Well , one or them, the only thing - instead 
or working for the Government he worked for 
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t he people who sol d a l o t or lend and 
~romoted t hat thing and got himself 
fl3,000 commission last year tor selling 
it. And he sold it mostly to Government 
employees. He capitalized on his contacts 
with these other peopl e and he just thought 
he ' d get away with it . 

The only other one - the thing we got 
against him - one of the other men, is an 
irregularity in the letting or contracts. 

Well, both things , aren ' t they - shouldn 't 
they go t o prison tor things like t hat? 

Well , one or them we may be able to get 
criminal action on. Ot course, t hey're 
following that up. 

\'/ell , listen, all I can say is that in both 
cases you can ' t be too strict to sui t me. 
It ' s Just the kind of thing that I abhor. 

These two fellows ere going out. 

Go just as far ss you went. 

The point i s it' s going to run us right int o 
t he Procurement organization , the Supply 
Division , because I went to have an answer 
why e men should let e contr act the dey he 
got t he bid , before other bi dder s got their 
proposals in, and that could get through and 
a couple hundred thousand dollars be spent 
on it without somebody challenging that pro­
cedure. 

Go the limit. 

Those ere the only things that •.••••• • 

And whatever we do with t he two men, announce 
it publicly. Anything else? 

There is no quest ion about tiring them. 
I haven ' t talked t o Peoples about it, but I 'll 
have him over t oday. 
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Is that enough? Read your memorandum again. 

All right. 

You didn ' t ask for any action, but it ' s all 
right . 

Are you putting down to see Graves? 

Do you want to come in on it? 

Yes , end five additional minut es. 

Anything you wont to say t o Tom Sm1 t h or any­
thing you want to ask me? 

(Nods no) Just give him my best regards. Tell 
him I 'm sorry but while this thing wee on 
last week I didn ' t want to see anybody. Tell 
him I ' m sorry. 

All right if I play golf with Tom while he ' s 
here? 

No, you pl ay with Pelley, J . J. Pelley. 

Oh, you want me to play with Pelley. 

You can 't play with Pelley. 

I ' d like to go along, Mac, if you don ' t minO . 

Went to look out tor Pelley; that fellow ' s a 
golfer. Pretty tough. 

Wbat I went t o know is is he on the fairway 
or out in the rough. 

Vfuo? Pelley - he ' s on top of the world. 

Be' s just about ln the middle of the green. 

He ' s got a two- toot putt . 

Be' s very straight end he never misses sny putts . 

Well, I thought it was one of the wild hooks 
that got him ott. 
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Chick tells me that some ot the people at the 
State Health Officers Conference are likely 
to pa~ the Red Cross pretty hard about their 
conduct during the Ohio flood. He also tells 
me his own impression was that the Red Cross 
wee pretty inefficient there. Thought you 
might be interested to know. It ' s not our 
1\!neral. 

I 'm only chairman or their Finance Committee. 

He said they strongly recommend that we scold 
Reinburg tor letting them rescue people. 

Like the story I told about the health nurse 
we had. Years ago we bad one ot the first 
health nurses in our town, and Dr. Cameron 
asked tor a sick baby - couldn 't the health 
nurse go across the line and take care or it; 
and in one of my lighter moments, I said , 
"Is the baby a Democrat or Republican?" And 
I bad the darndest time trying to explain that 
I wee being facetious. 

They would take a fell out of you for that. 

\"/ill you (Taylor) carry on tomorrow - Red 
Crose? 

That ' s one of the things. 

Incidentally, I'd like a formal report on that 
Procurement thing. 

I ' ve got a report about that thick on it so 
tar. 

Will you please? And I ' d like to be - I mean 
give a summary ot it. 

Irey bas made a fair summary. 

And then I ' d l i ke to send it to Wallace. 
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And , ot course , we •re going to get criminal 
action on one of them. 

But I think Wallace is entitled to an answer. 

Yes, be ' s entitled to one . 

While Mr. Gaeton brings up the Red Crose, I 
had a phone call from some one in New York a 
couple evenings ago, reporting that the Vice 
President of one of the banks up there said 
they had a customer who came in and told them 
of some twelve oars of clothing, most of it 
new, that bad supposedly been sent to flood 
sufferers that had notes in the pockets and 
everything from people that bad contributed -
that had been turned aside , and the clothing 
was being sold . They asked me if I knew any 
way we could follow that up. I wasn ' t going 
to bring it up at stotf meeting, but since 
Mr. Gaston ment i oned Red Cross, I did. 

Vfuo ' s handling it , Miss Roche? 

~~o ' s handling it? 

I mean is it Red Cross or ••• • • •• •• 

It was supposed to be Red Cross shipments 
of clothing to the flood areas that were di­
verted, never reached their destination, 
end sold to clothing mercbantain New York. 

I ' d talk with Admiral Grayson . I'd ge di-
rectly to him. 

All right , sir . 

I'd give it to Admiral Grayson. 
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Chick said the most efficient pert of the Red 
Cross in the flood area was the publicity sec­
tion. 

Of the Red Cross? 

Yes. 

Well now, I ' m going down for three days to this 
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When you come back, I ' d like to aboli sh the 
Red Cross. 

He ' s good t his morning. 

Herbert is very good . 

Why stop t here? 
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Maybe by the time we come beck the Treasury 
Will own t he Red Cross and the Federal Reserve 
System. 

And listen , Magill , you might look - I •m 
still director general of the railroads. 
Maybe I can take Mr . Pelley and the railroads 
over. Have you thought of that? 

I was just going to suggest t hat t hey had taken 
you over , and T don ' t know why you shouldn ' t 
take them over • 

.Just look up if, aa director general of the 
railroads ........ . 

I'll do that. 

I ' m just joking. 

You can take consolation there t hat if you 
lose on this as Secretary of the Treasury, you 
win as direct or general of the rail r oads . 

Well , Wayne ' s go t e $350,000 note on Seaboar d 
or something, trying to collect . 

Yes , having quite o time with it. They ' ve got 
10 more days . 

10 more days . 

We ' re going to get t hat, too. 

They' l l make more t hen $350 ,000 - the railroads 
generally - out of this changed bill. 
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Oh yes. 

So they ought to be able to pay the note. 

We figured lest night it woul d be good until 
' 62 - $37 , 000 ,000 they ' d gain by t hi s thing. 

More than that. Only 37 on the present rule. 
They' re changing the rule now t hat they can ' t 
retire until 70. They'll never stay after 65. 
after the other, end that will odd another 10 
million. 

And pay them another 100 million not to eue us. 

Well , v;het gets me is t hat t he employees ere 
better off under the existing scheme . 

That ' s where we •r e s trong. 

And yet t hey go ahead end enter into this 
agr eement which gives t he railroads half a 
billion dollars . 

That ' s where I ' m s trong. That ' s why I ' m not -
I ' ve got s little bope l eft. Because this 
fellow Harri son i s smart, end I looked him 
right in t he eye end said, "If you hadn ' t 
made t his agreement - t hat is, you're just 
being e good sport about it, aren't you?" 
He said, "Sure ." But be realizes t hat -ith 
our plan he ' d be better orr. Be can ' t keep 
that quiet forever . 

\":ell , that ' S one thing t hat's worrying him 
at t he present time. 

Well, I did - did I say at the press oonferenoe 
that the men would be better off under the old 
plan? 

Yes , you did. 

JUss Roohe? 

I think there is nothing s pecial to report . 
on t he St a t e ~al th Officer s Conference 
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except t ha t I heard the same st ory as Mr . 
Gast on told . Prac t i cal l y every s tate except 
two i s r epres ented ond they expeot a very 
good conference . 

I think it would be unfortunate i f t hey 
di d publicly pan the Red Cross. I don ' t think 
t hat we would . 

Well , we coul dn ' t, but you can ' t t el l what t he 
State Real t h Offi cers will do. 

\'ie won' t certainly encourage it. 

And t here Will be every effort ~ade to handl e 
this so there will be as l itt le a s possi ble. 
And it may be exagger a t ed , I don ' t know. - per­
haps they ' re not so bad as t hey have pai nt ed 
it. 

Her bert ' s eyebrows ere up so high today , I 
don ' t know what it i s . 

The railroad conferen ce was t oo much for him. 

There was one ot her t hing. I don ' t know 
whether Mi s s Roche hes told you about it , 
but we a r e engaged i n negotiations for a per ­
manent publicity man f or the Publ i c Health 
Service , whi ob I t hink tbey need very badly. 
I have t alked t o a men and Miss Roche end Dr . 
Perren and Miss Swi tzer a re trying t o f ind a 
spot t o pl ace bim, en appr opriation, starting 
at about $ 3600 a year . ne •s a pretty good men ; 
he ' s. mede very much more t hen t hat . I t wi ll 
be out o f . . ....... . . 

Your office . 

Yes . I mean • • ••• I •• e 

The money won ' t be . 

On the Public Health appropriati on , if we can 
fi nd the appropriation . 

(Nods yes) Anything else? 
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Well , just - we ~elt tha t there was a very 
serious si t uation down there and no central 
place for information either t o come through 
or to funnel down from Mr. Gaston ' s office , 
and we had been trying tor some time to find 
somebody that would work with him. We think 
we may have a possi bility. 

Georgie? 

I have nothing new this morning. 

I ' d like you and Taylor to s tay after this 
if you will, please. 

y;e.yne? 

I ' ve got four l i t tle things t hat I 'll take up 
with you. 

All right, we ' ll get around to it . 

Nothing except these t hr ee t hings , reedy t o 
sign. 

V1benever you see me. 

Well now, the only people who are coming on the 
Bopkins - Bell and Mao and Baas at 11:00. 

I invited dell and McReynolds. 

Were you (Baas) notified? 

Yes, s ir. 

The operator notified my office, yes . 

(To Mrs. Klotz) You 're more efficient than 
I realized . 

Well , I ' d forgo tten about it , but I guess I 
did. 

I ' ve got a reTi aion of the estimated rsTenuee 
for the fi scal year. I'll give you a memoran­
dum on it. 

Say , Roe , i f you don ' t mind holding that until 
we - I ' ve got Crum going over both t hat year 
and ' 38. 
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~eit until Friday morning. Arter that . I 
mean I ' ll just let the machine turn over 
and let it go trom you to Bell , that ' s ell . 

Want me to send it to Bell? 

~~en you are ready, send it to Bell . 

He also wants ' 38. 

All right. 

And this oonrerenoe ot actuaries will be 
Thursday afternoon. 

All right. Anything else? 

No. 

All right. 
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vr . Burgess . 

Thank you - hello 

d.ello sir . 

April 6, 193?. 
10:45 a .m. 

Bow are things going t o- day? 

.¥ell~ we 're getting plastered tnis morning . 

Are you?· 

ne bougnt ten million a lready •••••• 

Yes . 

••• • a nd we 1 ve got orders out for another ~ight. 

Yes . 

So t ha t we ' re getting hit in the snoot . 

J<h- ha . 

That - an - that s taLement of yours that al l t he 
boys played up is the thing that they all 
to-day . 

That we need new money? 

Yes . 
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Ah-ha , well , of course, it ' s something t hat everybody 
knew, but ••.•• 

All the - all the marke t sharps knew it . 

Yes. 

But the general public ' s opinion hasn•t grasped it 
yet, tnat •s all . 

Well I was forced into a position where I had to sey 
it . 
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Yes, well I assumed toat was it. 

I mean - I mean my position i s this - if I know 
something like thot I ' ve always said it; sometimes 
it ' s oelped and sometimes it doesn•t . 

Yes . 

But you kno•Y I've ahtays prepared the market. 

Yes - yes . 

hnd, ss I say, I didn't say it to be smart or one 
way or the other •••••. 

Yes . 

.. . . but - ah •••••• 

'/.'ell the old policy of telling the truth when you•re ..... 

I thi~~ it nelps in the long run . 

Yes . 

I ' ve done it now for - ever since I ' ve been here . 

It just hnppened to hit us at a bad time this time. 

Ah - well I• m sorry but it might be better to get 1t 
now t han ~o get tne figures wnen the President ••• • ••• 

flell pernaps it would . Well we'll just have to do the 
best Ne can aere; we ' re -we' re - just a lot of money •••• 

Yes • 

.••• • • and we•re- ah - we ' re taking up toe stuff ­
there 'NBS a lot of stuff offered .•.. • • 

Yes . 

• • • • • and we ' re going to have to back away gradually. 

Yes. Well I think tha t th~< t leads me to this a nd this 
mi ght - I'm going away this af ternoon for a couple of 
days because I ' ve had t his now for three weeks •• • •• 

Yes . 
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••••• but I 1m not going very far; I 'm going down to 
Chesapeake Bay •• ••••• 

Yes . 

And I thought tha t with t he June bills going up so 
high •.•.•• 

Yes . 

.. . .. . I thought we stop those June bills and stop for 
a wee.< or so and then when we begin to sell 'lie con 
sell into Sept ezber. 

Yes , I think thot •s probably a good i dea . 

And - ah- .•..... 

Give us a week t o turn ar ound in here . 

Give you a week to turn around ln. 

Yes . 

See? 

Yes . 

Con•t you thin.< so? 

Yes - yes - of course , tner e are two or three other 
little t nings on the horizon i1ere; t i:le - I ' ve Jus t been 
talking wi th Don about his intermedi ate credit bank 
aaventures; I t hink t hey'l l be a ll right . 

Yes . 

Ah - President Delano ' s coming in tomorrow about his -
nis obligations for his organization. 

Yes. 

Now there ' s the Feder a l Land Bank. 

Yes . 
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My information on them i s tna t they'd better not 
call their bonds May lst but had better write it 
over 'til nex~vember . 

Ah- ha . 

That is I think this ma-rket is in no condition fo-r it . 

Yes, Wayne is sitting here with me . 

Yes . 

And he can hear wnat you say . 

Xes . 

Wayne is the only one in the room and he ••••• 

That • s a horseback op!nion- I naven•t ••••• 

'Nell be 's talking to me now; be says t hey 've got 
two more days to make up their m!nd . 

Yes, well unless things are a lot better in the 
next two days than they have been (laughs) why that 
would be my judgment . 

Ah - would you like ma to say publicly that our 
estimates are tba t we ' ll need about 300 million 
dol l ars new money bet~een noK and the first of 
July - tnen that puts a top on it? 

I don 't believe thot would help right now. Ah -
I don't believe so . 

No. I mean between now and the 15th of June . We ' ll 
just sit tight. 

I think I would ••••• • 

Yes • 

•••• and when you start in on your program of selling 
bills -

Yes . 
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B: 

H.ILJr : 

B: 

H.!.I.Jr: 

B: 

B. U. Jr : 

B: 

tt . ll . Jr: 

B: 

H.M. Jr: 

B: 

H. 'l. Jr: 

B: 

ti . :A .Jr: 

9 : 

H.M.Jr: 

B: 

H.M. Jr: 

B: 

H.!l .Jr: 
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• • • - well I•m not sure I ' d even announce that. 

tlell wha t will happen is tho t when the announcement 
goes out Thursday it will be just 50 million. 

That 's right. 

And there will be nothing but just that . 

I think tnat 1 s all right. 

See? 

I think t hat ' s a Beyer-Aspirin. 

And that gives - tnut closes the thing • til the 15th 
of June ••••• 

Yes . 

•• ••• and then when we do start, we 'll start selling 
September . 

Yes - yes .. I' d like to think about that and see if 
I have any other thoughts but that ' s my present -
present reacti on. 

Well if you have anything call me before one. 

Yes - yes . 

At t his distance, I, frankly, even if you have to 
take 25 or 50 mil lion in the next day or two •••••• 

Yes . 

• •• • I 'm really not worried from the standpoint of the 
whole thing. 

Oh I'm not . 

Because I really think that what you did was righ~, s ee? 

Yes. 

And - ah - if i t takes a couple of days to straighten 
this thing out then I 1m hopeful that •e will have a 
bottom. 
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B: 

H. t.I . Jr: 

B: 

H . ~ .Jr: 

B: 

B . J.Jr : 

B: 

!:! . :.I . Jr: 

B: 

B: 

B. r.: .Jr: 

B: 

H'. !A.Jr: 

B: 

H. :I.Jrl 

B: 

H • .t. Jr: 

B: 

- 6 -

Well this is a two-way - this is a two - a t wo pronged 
instrument. 

Yes . 

One is the prong of excess reserves . 

Yes . 

And that doesn ' t aeppen until the bonds are deliver ed 
so that t~t works gradually. The others - the 
immediate effect on t ne bond market • •• •••• 

Yes • 

. . . . . . so that . . ..... . 

Well I - if I had to nave that Press Conference 
over again - they saiu thot so~e of the smartest 
boys in .Vashington a re her e •••••• • 

Yes • 

• • • • • • and tney wanted to kno1v. Now I never lie and 
never will lie and I h11d t o give an answer and that 
was the ansv;er . 

Yes- yes - yes . 

And it just was putting down something that anybody 
who follows the thing closely would know. 

Yes, these boys - I asked tile boys here if taey di dn 1 t 
all knoN tnat before •••••••. ·. 
Yes . 

••.•• and the dealers they said , "Why yes, we did , but 
it was the public didn ' t realize it.• 

Yes - well I ' ll talk to you a little l ater. 

Very good . 

Thank you. 

Goodbye. 
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April s, 1937. 
12:13 p.m. 

R. U.Jr: I ' ll save you the trouble but I want t o t ell you 
this . 

Stephen B. 
Gibbons: Yes . 

H.M. Jr: I don't know whether you know about this but 
it seems that Flynn of the alcohol got drunk -

G: Yes 

R.U. J r: - Very drunk 

G: Ah-h. 

H.!J.Jr : 

G: 

H. JA .Jr : 

G: 

R. !J.Jr: 

G: 

B. LI . Jr: 

G: 

R. M.Jr: 

0: 

H. U.Jr: 

G: 

H.U.Jr: 

And they s ent the boys up ther e and they got his 
resignation. They came in here and gave me the 
name of a man that Guy Helvering is very anxious 
to - ah - appoint. 

In other words, John Flynn has resigned? 

Yes, so they tel l me . 

Yes . 

Ah - Helvering1 s handled this entirely. 

Ah-ha. 

I told McReynolds that I would not appoint this 
new man unless you and Helvering got together and 
that you saw that my interests were taken care of 
in new York. 

O.K. 

Because you know all the circumstances • • . • ••• 

Sure - sure. 

•• •• • and i t ' s very nioe for Helv ering to say, "Let 
Korgenthau sign this and keep it quiet". 

Yes. 

Well you can't do that. 
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G; 

H, J.I,Jr: 

0 : 

H. !l.Jr: 

G: 

B. K. Jrt 

G: 

B, ll. J r: 

0 : 

H ••• Jr: 

G: 

- 2 -

Oh no - no -you'd put yourselt in a - that ' s a 
hell of a thing for h.1m to say. 

Well that ' s what he did, ,, , , ,, 

Well be•a ••• • • 
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••••• and I •m asking you to look after my personal 
interests in this matter . 

O.K. 

And I told llac that unless you agreed to it I 
wouldn't go along. 

AJ.l right . 

See? 

O.K. 

Thank you. 

AJ.l right, sir. 
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H.M. Jr: 

B\U'I!CSS ! 

B • .l! . Jr: 

B: 

J . 'L Jr : 

B: 

H. !.Jr: 

B: 

H • .I . Jr: 

B: 

H. :J . Jr : 

B: 

H •. oi.Jr: 

B: 

S: 

H.M. Jr: 

B: 

H. ILJr : 

S : 

H. :.t . Jr: 

Ah-ha . 

llpril 6, 19)?. 
12:35 p. m. 
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So tha. t would show in the statement tomorrow whetner 
we do anything between now and t hen or not . 

I see . 

And I think that ' s going to be of good effect. 

I should t hink so . 

And then put down 25 million in reserve and that will 
nelp a little. Now on thnt ..,uestion tha t we were 
di scussing about these bills. 

Please . 

I ' m - I'm sure that that first judgment was right . 

Yes . 

That it 1 s wise ~;~ot to say anything about 1t .. .... . 

Yes • 

• •• •••• because t hey ' ll just play it up again as a 
front page story • ••••• 

Right • 

•••• and make a mess of it. 

Yes . No, it seems to be holding its own now. 

Yes, we~l I feel much more cheerful about it. 

Good . 

A little more hook f ingers crossed, knocking wood 
and so on. 

All right . 

?/ell I hope you have a nice time. 

Tnanlt you. 

Regraded Uclassified



8: 

K. li.Jr: 

8 : 

K. M.Jr: 

8 : 

K. loi. Jr: 

B: 

K. loi .Jr: 

8 : 

1EO 

- 2 -

Get some sunlight and things . 

Ah - by the sound or your. voice I would say, after 
this blows over, you could stand three or four days . 

You•re quite right. (Lnughs) 

All right. 

(Laughs) I 'll do it. 

Thank you. 

First rate. 

Goodbye. 

Goodbye . 
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April 6, 1937. 
12: 55 p.m. 

R. N.Jr: Bello 

Opera tor: Mayor LaGuardia 

R.M.J r: 

LaG: 

H.!A.Jr: 

LaO : 

R.!.I. J r: 

LaG: 

a . !t.Jr: 

LaG: 

R.M.Jr : 

LaG: 

H. W.Jr: 

LaG: 

H. Lt.Jr: 

LaO~ 

R. L! .Jr: 

All right . - hello 

Bello Mr . Secreta.ry. 

Bow are you? 

Fine . 
price 
II 

Yes . 

Mr . Secretary - just received a wire in the 
of mines - of Customs Inspector at North Beach . 

•Your telegram refers to trans-~<tlantic air service. 

Yes. 

What we have in mind right now is a Canadian air 
service. I suppose the same ruling would hold. 

Oh yes. 

Thank you very much. 

Is that all you want. 

Yes, thanks. 

What ? 

Yes (l aughs) 

Have we got you f i xed up with.Roffman Island. 
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LaO : Oh we•re working on that. I've got a few pol itici ans 
on my end of it now. 

B.K.Jr : 

LaG: 

B.loi.Jr : 

LaO: 

B. Y.Jr: 

LaO: 
B,K.Jr: 

Oh you have. 

But i t will work out all right. 

When you open that I want to see it . 

Yes s ir, you'll be r i ght ther e when we open i t . 

(Laughs) 
Thank you very 11111cb. Goodbye . 

Goodbye. 
Regraded Uclassified



... 

H. loi .Jr: 

Burgess : 

H.M. Jr: 

B: 

H. li . Jr : 

B: 

H. 'LJr : 

8 : 

Hello 

Hello sir . 

April 6 , 19.37 . 
2 : .34 p.m. 
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I was just leavin& and I wonted to check with you 
before I left and tell you while I • m gone why 1f 
you' ll call Taylor aga in. 

All right . 

fth - every - do things look a little better? 

Well they look about t he same as when I talked to 
you last; the prices are holding very nicely; •••••• 

Yes. 

••• • we 're buying very little; we bought perhaps a 
million s i nce I talKed to you last . 

There are bonds tnat er e nengi ng over the market •• ••• • 

H .M. Jr : Yes • 

B: 

I:I . 'LJr: 

B: 

H. li .Jr: 

B: 

H. IJ . Jr: 

B: 

H. :.I.Jr: 

B: 

H. ll .Jr: 

•••••• but they ' re not pr essing them. 

An-be . 

For example, from Baltimor e they •ve got a lot of 
2- l/2 1 s ... . • 

Yes • 

•••• that t hey want t o sell . They' re offering them 
now a t 99 . 18 • • • • • 

Xes . 

Tha t ' s a thirty-second over the - 97 . 18. 

Yes. 

That' s a thirty-second over the present bid price. 

Yes . 
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B: 

H. M. Jr : 

B: 

H . ~i .Jr: 

B: 

H. 'J.Jr: 

B: 

H.M. Jr: 

B: 

H. IJ . Jr : 

B: 

H. rl . Jr: 

B: 

!i. li . Jr: 

B: 

H.M.Jr: 

B: 

H.M. Jr: 

B: 

B. loi . Jr : 

B: 

c B.ll. Jr: 

- 2 -

If we moved our bids up we ' d catch it in the neck 
with t hat . 

I see . 

And New York City Bank wants to s ell ten mi l l i on 
at 48 . 51. 

Yes . 

There's 15 million Treasury notes tha t somebody 
wants to sell • • •• ••• 

Yes • 
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• • ••• • but they ' re not pushing them a t these prices . 

1 see . 

So that things are , I think, behaving pretty well • •••• 

Good . 

•••• • on the whole . 

Good. 

But Ne couldn ' t push them up any and ••••• 

No • 

• • •• •• it's a little bit unstable, of course, with 
that stuff offering . 

All right, well you give Taylor a ring while I ' m 
gone .. ... 

l:es sir . 

• •••• and I ' ll be back Friday morni ng . 

Vlell have a good time . 

I wi l l. 

Goodbye . 

Cneer io . 
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1"'''7'¥ 

!o1 leon\aq llorpa\llaot. 

:rr .. , Dr. lvpu 

!nanq 'lloD4a opeu4 Uoo&\ 1/ • of a po1at 1onr tociaT, aa4 \ba 

\ra41ac ill \M 1oac •turUl•• wae fal rlT ao\he oa \ba 4o- 114• lbuw 

lac \be fin\ 11o11r or ao, .u..u 11-• eowtac 1oeM• of 6/32 to 12/32, 

wUh \be elCCep\1oa. of \ba 2 3/ •• of 1H8/ &l, off 2/32a.41. Lo1111 1D. 

\be ru\ of \ba 111\ ai Ulle UM r8JI&e4 r i'Oil 1/ BU. to 12/32D.4e. the 

•rlatt lenl M of f \bare&fter &JI4 \he w 1- 4.1..a1D.lslle4. 'fa.nlo'rlr of 

'rrMIIU'J aa.4 O'll&renteed boD.41 OD. \ba 1\oci: lxcb&D.«e u.p t o 12:30 P, II, 

.,.., appron.&tel7 $1,eoo,ooo &JI4 a bollt $800,000 lbuiQC \ he rut ot u.. 

Mllloa. Qilaotetloae t&J14e4 ell&h\17 hl&her la. the attera.ooa. u4 at the 

o1ou t he &Terace 4eclla• fro~~ 7&1terf.&7 la \ba 1oQC liOD41 -• a l>ou\ 

1/• of a pola\; \ba r u t of the ! re&IUI'J l>oa.b nre -~ \ o ? /32 

Aowa. O'll&r&&\eed 'lloa4e nre off paer&ll7 • /32 t o 1&/32, !re&lllU'J 

not•• were , ... ra117 1/32 to 3/32 Miler rl U. the reet of the ,....lolt 

1101t of \ba d.q, 'll&t ta4e4 to l..ap.l'OYe 1ll \ba 1ut h OIIU'. .u tile cl o•• 

U.. 1~ u4 1Kl .atvlU•• "" 1/ 32 to 3/32 off, rl\b \lie - 1 1/ " 

off 1 / ltbl the "'' or the llet 11 appron.awi¥ \ba - •• 711t&rd.q, 

Dc.eeUo 'lloa4~ nre quiet u 4 prlo•• t&D4e4 t o lie ••ler. At \lie 

cloee hlp cra4&1 wen ••11 fraotioae 4o- M4 eeo0114 cratu were 

traoUoul17 Aowa r.- J••terd.q. 

:roreip l>oa4a llel4 quiet u4 1te&4J. lru111&a l>oab were traou­

&11¥ h1cMr &all Ite11..aa• IUn4 eltp\ piu. 

,.,. ..... .., tod.q $U,033,000 m-u-- ,._,., 11101148 ot wtuola 

ti,IOO,OOO are for &OCOIUl\ or U.. !rMIIlU'J. 
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April e, lQ~? 

For Ur. Schwarz' memorandua, ot th1e date, on the eubJeot 

ot Red Oroea part1c1pat1on 1n t he Flood, ie tiled with 

Ur. Gaston ' s memorandum under date ot Uay 20, 19~7. 
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-COPY-

!XBASS! OF THE UNITED STATES OF Alm\ICA 

Office ot the Treaaur,r Attache 

Cuatoae 

Subl ect: Narcotics - Europe. 

2 Avenue Gabriel 
Paris, hanee. 

llprU 6, 19.)7. 

166 

lie are all busy as bell around bere tbe last tew cla7e, lin1Dg up 

informers and chasing bi g shot traft1ckere here and tbere as the7 come 

into our picture. lie are having no trouble getting inl'ormers, the big 

dirficul t7 bei.n& in weeding out the chisellers and picld.ne the ones 

wbo look like the7 u.y help us. lie have several men alreed7 worldl!g 

t or aaae in Paris and a couple we have sent to other porte . lie cell 

these bo7s the da7 shitt. Then we have inaugurated tbe night shitt, 

• hich ie co2posed or woaen """"' we are setti.n& in to aeaoeiate with 

known Aalerican amugglers to do undercover work at night with these 

gentlemen. The picld.ng or these operatives bas to be done very care­

tully, ae the girls soon get wise to tbe racket or informing on both 

a ides. lie bad a etrild.ng e.x&.lllple ot this in CUba, wber e ooe ot tbe 

girls who would spend oae evening w1 th one o£ the boas &111\lj!glcrs and 

tbe next evening with one o£ our boys, had a nice two-way racket in 

this connection untU we got auspicious aDd deliberatelJ ted her so:.e 

pbone7 intol'1118tion, which bounced back in our lap tbe next da7 tbrollj!h 

other channels. 

lie are now pley1ng ball well with Hick in China. Be Upped us 

that Kessler would arrive over Stolpee (Polish-Russian frontier) on 

SundaJ. We tagged h1lll at Stolpee, rode with him to Vienna, where 

Blindo bas been banii.n& out, then escorted h1.a to Paris. (~ 

rode w1 th h1lll &11 tbe wa7). ltesslsr did not pb1sieall7 coli tact BlJ.Dclo 

but be did contaev another bird on tha confidential black list , un­

doubtedl7 in the a&ae gang. I waa uong those to -t h1.a unottici&lly 

when he reached Parle, and I 1111st aa,y he is a cagq bird. The Pollih, 

Austrian, and French police have ell r.orked tine with ua on thie job 

ao tar. Kessler is now in Paris and sails to-aorrow on the l orlllandie. 

Blindo ia eo!ldng in to-night from Vienna tor a final pow-- with b1a 

batore he l eaves tor !lew Iork. (Bru:ner also on • ...,. train with Blindo. 

Aleo a man from our Vie.nne ottiee.) Beers wUl see ltessler ott on the 

lloraaDdie. 

I have juet lined up Vi ce Consul l'wnw• wbo is goilll' on the llor-and1e 

on l eave, to weteh Kessler en routa and to report ~ente on voyaae to 
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Ou.tou .A.&enta at In York. Bow the narcotic• on this nnt~~re are 
11ovi.D& we haTe not been able to dope out aa :yet. Ot couree, we ban 
looked at l easler ' a peraonal ba&aace and it 1a clean, nat1U'all7, •• 
leseler is uart. Bowenr, I th1nlt it ia a ~ coruoSvzont. le are 
aearcbi.Dc dll1centq tor a lead. llao ntcbi.Dc the ss. PR!SIDIII'T 
'HLSOI out of llaraeUles on the loth (tip troa lick, thet pouible un­
identified carrier • 7 be aboard bar) . 

le will adrtae lew York all possible "'fa b eeler. 

Scharff i a doing tine. He is reaponaible tor our proereu 1D 
informers, and ia llvi.D& up to expectations in that regard. I like 
bis work. ill he needs l s proper backina tc get results . He baa 
alao been a help with the French police aituation wbich ia aettin& 
better. 

lUst cloaa to get this oft on Iormand'•· 

TIIJIIPSOI. 
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TREASURY DEPARTMENT 

INTat O,...,ca COMWUN ICATfON 

..... .apru e, 193'7 

"' IIJ' .... old I . Or&Yu, 
Aaelat&ll\ to the lleoretaJT. 

·- R. J, J•••limc-r, 
Co..leeloner of larootloe. 

!llere la tran•Uted "-rewUb. a carbon C"l'J of a 

-.loaUoa da\N April 1, 1937 fl"oa Dhtrlo\ laperrleor 

O.Z.l&Dd Wlll1aae at In York Clt7, rel.aUac \0 the acc~lel>-

Mnh ln Dh\rlct #2 elnce b.le aeolpMnt to the !In York ortlce, 

bclonr.. 
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.-.c•.-
.... ,. 

-.s. .. st .......... _ ... ...,.,. 

, "• ..... ,...U 1 0 lW ,.._ ...... --'-

•-,_ ••· "''"•" • -•a•u•• 
.... ta • 7 ... 18 .a. llt.e aaee~dd.& .. _., w .., ._twit llftee. 
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TREASURY DEPARTMENT 

Of't'U " DISTRICT SUKRVtsOk 

...,_NO. I 

Sl"n&fii'--Y.-:1. ... ~............, 
~rz;:r--Jf]"P• I 

Jlr, 8. J • .t.adtacer, 
c ... toot ... r of larootloo, 
!•or lhl1ld1QC. 
Hth l II: Stntoto, I. 11. , 
Wuhl~D, D. C. 

BUREAU OF NARCOTICS 

N EW YORK, N . Y . 

April 1, 19:17, 

At \llo 'fOI''bal ro~uoot of Mr. llai"'l4 I. Gra'fOI, Allhtut to 

tho Soorota.,. ot the ,,..,..,.,., 1 oubalt 'bal.,. a brhf ~ ot 

tho rooul\a ooh1o'f04 by thio ott1oe d noo 1 o,u-cl the polition 

ot Dil triot 8uponilor on !ovoabor 11, 1856 u oo•p•tre4 wlth tho 

"'oulto ooblo'f04 ll)- t bh ottioo tor tbo - poriocl ot tl.!lle 1Jo-

11041otol7 prior to rq uouai~~~: obarao or thio ottieo. 

1 ohooo14 lla to eta to tho\ botwooD tho cia too lfo ... ber 17, 

lt18 and Dooaber 1, uae. p re.otlooll:y 110 111>1'1< wbotaftr .... 000-

pllobo<l by thh attieo dllo to !bo toot that tho olo'fOn ..., who bo4 

betlo 4helpllDOOI o\111 ..-1Do4 ill tho ottioe po11cli.n« thd r trono­

tor u4 ooutU••tacl o .,..,. clht.lrblafl tlotor. !1\o:y did no work OJIII 

tho r-!Uor ot tho toroo 414 ney little bettol'. 

O...iQC tho aoath or Doo-bol' 1988 tho l!uro111 took aotln otopo 
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to bu llcl up tho pei'I OIInll ot tho ottloo by t'ranot'erriJ!« t ho un lllrca 

other Dhtrloto &lid b7 the 1ntroduotlon ot ., .. agents into the 

Sor-.ioo. 0...11111: that a011th an ottoapt -• •do to oorey on tho work 

by ba-.lJic aa•t• rr- o-r Sor-.iooo tooporaril7 au1poocl. The roftlt 

woo tt>at tho - •n l n 11\o ottloe wore vntoaUar wi th the olt:y ... 

llnt'lalUar with tho t:ypo ot wort roqu1ro4 tp thh .,... and uooool&rll7 

I'OCIIlirocl & pol'lod ot &cl.jultloont betoro the:y reaoho4 tt.o •n.. of­

tiol-7• 1M •n bro\l&ht lllto the Diotrlot toaporaril7 on 4otalle 

of • r. *¥e w • f .. woetro ,...-to bl rolat1'"17 lllotrootift ... 

oulll dot&llo ore oonoiolorocl pl'aot1o&ll7 worthlou. Ao & raoul t ot 

&11 thh, tho •t.ll'o ae~~tb of Doo ... blr -• opont ao a poriocl - ,._ 

adjuot.ct and rebab111tat1oe &ncl it woo tho tirot ot tho :you lilT 

botere - N&ll7 IIepa tllaotl0111Jia u u etD,._t orpnhatloe. 

Tho roo.-41 of th1o ott1oo ob .. t he cooaoparati'ft n cur•• ,._ 

~ ... .w. ...,. llr. o .............. , bll .. . 
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•· 1, J • .&aallJicer, 
c~ .. t - r ot laNo\ioo - p&&O I. 

Por1o4 July 1,1116 -
April 1, lNT, 

Por1o4 Jo•• 1, 1818 
to 

Oot. 11, ltM ...... l t 1 1tiT 

l....,.r ot .,_._, ... , 

•- ot lechtna\ •oo• 
1.-or ot O.t•Mau (-ror-t) 
Au"-lllloe oo1ao4 
llerola 101ao4 
llorpb1M ooho4 
o- Opt- ooho4 
s ... ldJ>« Optua ooho4 
Ten Shoo eoluct 
Yen Shoo Wino aohocl 
h ror;orio oo1&o4 
Rorola Pilla oo1eo4 

11 .. 
llT 

1 ...... 
1/• 01 · 

T ou . 

1 0 1• 

81 

111 
z• 

110 
T 

Ill oaa. 
11 .... a• l be.n 

lftl 011 · 
10-. Oi l• ..... 
.,, .... 

I llipt ay that 1, porooD&l1y, .. not ot all at11t1o4 with 1bo 
ro .. lte oohi•"" to 41to and I hope t or Mro ott oo\1.,. work ill tho 
tuturo . tho polloy ot tho ottloo oa utoblhho4 bJ .., .. u 11 that V.o 
&«•t• eholl not -•to &llf tt.. otteap\lJls to cto .. lop ooMo &&alne t wb&t 
oro a- 01 •ctook poddlora• but eb&ll o...rilll their ottontloa to wb&t 
oro lmOifll oa • owaoo poddloro• &ll4 portlCNlorly to .a awry poealblo 
ottwt to do .. lop tho eo-oollocl •oUDDo po441ora• and their ICNroo ot 
oupplJ .... tbol r I OW'OO or t1nano1ol ... totonoo. I obould lib YWT 
-~~ to II&" V.o ooll41t1• orioo wborol!y tho nu.l>or ot dotenclante u4 
~ n.-.r ot .... , U t hll orttoo would be o...,.rott...tr ••11 but 
that h s..portuoo ot tho oo••• 011d tho pool tlcm ot t ho dot•lluh 
in tho Mrootla W&tflo would be Oo.p&J'&tholy l..,arto.nt, &Del &11 ..., 

ottort 1o babe 41NOto4 '-rdo thto ollcl. 

lo """ clowlopo4 aOM taportut 00111 within 1bo put *"'r 
d&yo &Del I ~ - a-s V.ooo 00111 tho t ol1ow1Dr;• 

Oharlll ll'"rrot ot &1, wbloh 1noludod T dotend&lltl ..,. 
rooulW Iii tho 1- {,.. of two Mp&J"&to •pwte•. fho oa11 

bot rowlto4 to 1be Mlaltro ot -Notloe and orroat ot por-• 
la Plorta., lo•hl"lton , D,O, 011d other pointe. 

~ 1&1 L\al, whlob lnoludo4 • ctotlll4&Jlto &ll4 raoul'-' 
in .......... or • l&rt:• , ..... u. ot opi-. !hh ............... 
l7 11 - ot tt. prinoipol ,....,..., ot wppl7 tor -ul .. .,1. 
in thh ..... 

II&& l!p!UI. e\ d. !hil an hu 1-.; liMn llnOifll u o 
prtnolpai a-M or wppl7 ot Mrootloo la ... To111 Ol'T ,... 
boo 11.0wr •• opprob~DM4 bot-. Blo oppro.,.oi• o&ll ... 

- 41CNO ot ,.,.\oraatl• la tbo •roo\io tr&ttlo •• hi -.. 
bello ... \o haw •p...-tt••. 

oae. 
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liT. n. J . Azaallbpt', Aprll l, lG&7 . 
eo.doal-r of lannl .. - .. ~ a. 

~ ~· ot al. !ben are II 4ef•llanta lD t.h h ......OJ.Ii ad h h bellnM that the -••tul 
OCIDil 118ioe Of \hh 0 1110 lD ~ 0 _.\1 will re011l\ 1n the 
4eo\no\l"" Of .... \her of ... prlaolpal ChiuM opl\a 
-ullllc uti 4l.e\ri'bllt:iac OI'IIIIBh&t:iOIUI 1B ... lal\el'll 
part or \he tlls1te4 Statao. fhh orcanlaa\1• aloo appenllt­
ly OOiltrolletl t ho 41otr1.buti• ot llorolB pUla 1B I• Tori< 
Cl\7o 

Bol. Oreo, ot do I ll t.hh o&M ,; tia..e ln41otatl, 
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U a rn\llt ot IIA 11\wot:i,;atlon, CIDI Of tt.o lart; .. \ horola 
tlhtrl'blltlllfl orpaiaat1oao 1B •• York Oi\7 aacl one ~t hoa 
-till.,.. o,_.ationo w1thc>1a\ uy •lootat:iCIIl 1B .,. poet. 
Sol. Or o o o.n4 BeaQy Roronta wppUetl \he Corri&.....avthort~ 
orpnia&ti OCI whloll • ao !rot. up by a j olnt lBftotl«atioe ot 
tt.h orti ee an4 the Balt l :ao" otfl oo. We aloo ,_.,. o..-.&14 
thh lnno\lcatioe to 1.noluolo poroono or natioaal pr...U.onM 
1B tho boreo-noi..,; buai u oo u d 1t 11 bel1ow4 t hot tho 
........ M - l lloi on ot \Ilia • t tor will hon • bonetie~al 
ottMt Oil _,. other D1otri oto i n t ho lloi tad 6tatoo. 

loB Jllllll lUll ...... A lar go lll&hor or .. r ... ot haw 
'booll .a. l n tJ1i notor iclll San Jll&Jl 11111 oeoU on ill • - To$ 
..,loll hoo l onr belen lcDCMD ao a oollotant aad •jor ocuroe ot 
011pply tor a441oto in • - York City. tho l•rc• n~abor of 
•eo• that we ho.,. tleftl oped l n t hat arM IUoOII& t lw colored 
poplll&t:ion reolllto4 i n tho ooooo.tioo praot:i.-lly or uthitho 
1B .. , ...... 

01\lB CI\M o.n4 Chi n Lon"t ot al. Tllooo 0&111 reolll te4 
1B the .. ta ..... or two taator •• t or tho protlll0\101l or lwroia 
plllo. It 11 bel!.eftd that t hooo really are aboot tho tiro\ 
lBotuoeo of a oehur• ot t ho aotlllll apporatuo uoetl i n t ha 
-uta•-• ot tho•• plllo. Sohllro wao aloe ado ot tho 1D­
r;re41•u """ i n Mkl.nr tho plllo. 

"Plato• - In lho poot t• WMica - how ott oote4 \he 
Mlawe er -rl y 15 otora11• plaeea t or MrOot:ioo wl>loh are 
o m'y m..... ao "pluta•. TlloM "planta" ocota1Detl 1.-lM, 11,_,.,, .UiDc -11 o.n4 all .,. aeooae&ry apparatvo tor.,. 
~-~~~ et •reotieo. laoll oae -• Mlaetl ao a rollllt ot 
•refill lano~c&tlw -rlt by h ottieero dewloplns h MM• 

It~tt- .Y: bet l8'l'' 'thl\t thor o r.ln yo will bn oonaitlorable tllttl­
GIUlty 1n tlewlopinr; eTld.,oe •tal not tho l Mtloro and direotoro ot the 
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llro •• J. wu..-. 
c-u111-r ~ hr..-t. .. - pace '· 

•netlte v.tflellia& •p.aha~ ... wllieh will prow that neb 
,.. .... ••'-11.1 -.a. the aree~u u-hN er pen-ll:r 
reeehe .. .-q til-t... 1 - ot the tt .. belief tllat tha 
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ealy -:r 1ft whleh .. are aolJIC to M w ... aahl la pre•elltlJI& 
theM eo-ealle4 "lola ehoto• la to ... ..,. • .-riel- wtoleh will Hrw 

u tile lla.ala f<W laaliiU~ t'- la the 1od1o"->t u -ber• et a 
...,tre.,.. I tlall:r reel la• thet in dop\1ac woh oO\II'• ot .. tloc 
"wUl at tiMe hew ••caldttala • 11.tut auah poraoAo but 1 u 
poelt;lw that lf .. ilo pro ... uto ·- or •••• penon• Oft whet _, 
M eallM -c• Oft .. OO wo a:r he'ft - .. cautttah but wo eor• 
tatlll:r will ha'ft - eocftetlODa, t.D4 la -.. .. •••• w wtll be 
juat \11&\ aq OODftoid.oal aheM lD 0\11' ettort to oll•la•to tao 
treftleo It la 41ttloult to -...lop h••·old -• lla.M4 OD 

41ree\ ...u-. •plut \1\eee - IUIIl I OD auiou to pro ... ute 
"- • .., Oft._o wlatnor • •• thn«)\ there 1e a ohaaM tl\at 

t.M:r Jd&bt Ml ""'lulttoel -- .. rta1lll:r •- or thOD wlll be 
-'flo tHo 

I bolln• that 1t •wlcl M ODt lroly bopropor tor • to ol­
._ a oWt.thtloal report without l*YiAII tr1buta to tao oplrU ot 
ooopereid.• aa4 tho 41root .... le11MH nll4ero4 4a1ly to thh ottloo 
liJ tllo otfloo ot' t hu Uni ted ltatao Attomoy tor the 6ou1flora Dlotrlot 
of •- Tori<, ucl I .. auro tlat i t 1o not at all 111P"O,... t or • to 
•:r \hat llro JoMpb P, llar\1n• .t. .. htoot tlDltocl ltataa .t.tto,....y, who 
11M "- pluM la 4harr;• or all naroot!.o oaHo by Jlr, ""-r llaro'y, 
IIDltH Ua-.o .t.\ta...ey t or tha SoutharD Dh\rlot ot ll• Yorlr, lao 
,....,.. • the ••t exoolloct oooperat i oa thot I law ewr rooal.,... 
1- U#T oft1e1al la a UDl- Statoa Attome:r' • ot't1 .. , 

Cllh GS 

Rupoottully, 

Darland •111~. 
Dhtr1ot Supan!. Mro 
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., ._.. ... PIIP"I" 

to.,_ s-t .. ~ -..u,.u. ~ ot t1ld.rlc nWU pn.e 

l.a n.laU. ot ....u l8e ·•'"' ....-le ,n.. ~ 

u.u. ...uu- .... n. 1' ....u •t. pae~~ "'' au. ... -. u u 
1.11 to. llll _ _.. .. , tale ~ iatuW)' Aoul4 llw • I pW ..... _ a 

rUe l.a pd-. 1.11 tM\ liodWU) -.ltl llnll U.. ..tau-1 II 'e! 

d'P?Sna~ ot I J IJI&u\irJI \llw .... ~ ot '"llwwtl •••" 

,._PI r" '­

•at.tlt .. II 

N~»-'* 
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~ 
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• ..., ... >, ,, 

•• , ................ oalle4 w u. n.rb 111111tll e..c­
- MW _. w tM n.w or u. 1ouo w •n~~ ~ *' .. ,..... 
~u.- el -- u. ~ .... -~ ...,.]¥ ,..., 141 • ~ 

"' wn- -- ... rt ,~. ans. 1a u.. \&DU. ud .... :A 

eltM11t 
t 0 -· 

O.O•••• .. •-- ..u- .,... 1a ~ or._ .. Jloool8Uw 

U.. *1* M la.. t 1 '• 1 tta1 \o .. isweUpU. II ~ 1lbl1a 

•ttwo I ' w _, _. w ~niao&U. -u.pl&W lit' 

.... ft I 'etfe, .... 11 ¢ 1· k•e 1\ Mall ~ ., oeJ'dla1 

; ; . ..,. 

1 1 
t, ,, 1r • 

..... ....,. ot U. !lru »• 

-..,, •• a. a u •, 

1tJ k- ~ tM .._. .r ' z I lint.A.we. 
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Secr?tary of State , 

Washington. 

GRAY 

Lf ndon 

Dated Aprtl 7, 1937 

Rec•d 9 a .m. 

Rush, 197, April 7 , noon. 

FOR TREASURY FRO!! BUTTZH"IORTl! . 

178 

The fol loTiing r eport has nppeared on the exchange 

telegraph ticl~er under Washington dnte time : 

11Seve1•al of the larncst bo.nks here have cabled to 

thoir London a:ents refusin(} t o accept further 

gold consignments and r-lso refusin;; addit ional advnnces 

agninst Gc>ld in transit. The reason is that there are 

strong rumors that the United Stat~s Treasury plans t o 

reduce their gold or t o change the handling price with 

a view to reducing import s of gold . 

BINGHAI.l 

HPD 
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eo~rzo..rUL m •• .__ .;oUBJECT• !ft IOOIS ~ 

-1.. ·- lllok• --- ... u .,, ••. 

•r. llol'- O&lled at: lhU ~dq IID4 ntened to a ____ , 

carblad ••• ... • ~ Wub1actoD Wbioh ha4 oaeo OYe tho~· to 'ndon 

earl;r tbia •m!ac, to \he atr.n that h. ·~~=~ .tat a pn .. 

cootoreoo ha4 aktad \bat: Uaeo •• coiac to bo ao obaaco 1a \ho 

cole! prloo or Sa 'bo !r•au'J' a hedHnc eb&JI• •rllb' -· • .u a ~ 

.ult ot \bia npon Wbiob, aa bo Alt, tUtad Sa wt\!1 tho ....... 

1A X..don, the M11ar ,_.Uat:aJ.7, after opta1Jac ~· •aS.nc, ba4 baM 

bid ~q~ to 4.11 11/4 wUb a.t a a.Uor 1a atabt (aon ot thoao dollar 

oponUoaa, bo \bo.abt:, ••• a hedco qaiJlat: cold oa tho ..,. to •n Yoa:), 

md tho aal'ltet ba4 bee ao 4111t111'ba4 \bat, 1a onor to prwet: diaone, 

bo ba4 aol4 .. ,ooo,ooo don to •.eno •aiA•t llb1ob bo •• p1 ,., ~ 

oUIIAJ't[ cold for .. oa4e oar at:M41Bc one. Bo CIMil.d boo boqbt 

~oao cold 1a \lao una\, 11b1ob •• offftad at u. 71, blat: bad aot t:Mn 

IID7 of u, aot: Dow1J11 llba\be wo -.14 Uko aaob opepaU•• ••• 

proaet: -diU••· I at:Uad \hat: I ba4 n,•ta417 ot lata a*ad ._,­

aolf tho quoetioe whether •• llboald lone t:ho cold one 1a X..doe e4 

woa4ara4 bow bo felt: about ~· onor. Boltoa replied \hat, aa far u 

tbo:r ••• -•al'llad, t:ho:r wald Uko to boo U ·~ tor our - .... 

tan a• tb117 ba4 b- 4oSac we aSaoa lan .. ptnbe. no:r -.14 11ka 

to boa -• ur.c••t lib.,..., tb117 o.ld •• aa14o cold for u 1a 

._Gea 11hewe 1at: ... ..uea 1a tba dollar aal'ltet a.-ed afti.-J.a. I 

replied t:bat: t:bo ... .u. ot -ttntnc t:bia oMor -.14 '"~-

-. tor ~•U 1 •tt• Nfn'a lallcJ \hat: wo W fol\ \bd u laoc u 

•• ..,.. an l .. t.Sal _, a.U.-. _. ao .... t:o -•o1 1\ or t:o ,..... 

\bo prioa. ,. ..... ,. _. - .sM, I _. ~ -...., Sa 91 .. ot 
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DATE Apr'l f, lQft. 

_ J.._Ik a!j·· Dl:tEIII~---­
-1• 

suDJECT'-ft~IIG;•••- ••u ''HI ana 
--- ---~-a-10. ., •••• 

tall\ that Ula 4e1l;t' tbM PriH U4 lr'M•U7 80 ~-tlT WGI'tte4 ad N­

l ow M.7'1 a4 w• llelow M.'N, ..,. lild.t o~ M.'r'1 •• ftU1 tha Jiel* 

! 1pre •4 *lllk11' a lild.t ot, MIT M.'le l/1 ~or larteee, 111M114 _,. ba 

110re 1.a llae wUh na•UT t1ze4 prieaa. Bol'-a ICreecl that the la"ar 

t1,aoe ..:14 lla --. Ia Uaa w1Ul the polittOD tMq, *• Ul- ware tw 

~era •~ lel4, '-' _,. w1Ul Ula l•aral poal\1• ~-• .., ~ldl.T Ia 

rH•t ~~ ·- 10lt arllitl'llle •• daDe Oil tha bal11 o~ 1&.'78 •4 w• 

U " tae1te4 \o r ... e• the lild.t a UtUe, that, he 414 .­

tMU, ..:14. 4o ~ ._.e aa h.r •• ~ •- -eeme4. I aMe U 

clear that 1.a Ulll 'llllola .. ttar o~ Ule lild.t o~ ou order, I U4 apalt• 

c t1rel7 liT .. lllat. 

l Ul• refarra4 to Ule Yft'T poaal.lal 4&117 rapo"• t... '•«• 
t o the etfed that 10 a•lle4 eapMial .....-ara• W rtClllar~ ~11be4 

l&r~e -•• o~ I014 •• allke4 wb&Ular hw OIMI14 ap.lala that to •e. 

Boltoa npU .. ._, ke 414 ..t •t.ratl04 Ul ... raporta, awar 1ot Ul• 

h1lsa4111, •4 --- ha DW .,_, UtUa o~ 11bat •• 101Jic Oil 1.a Ula wnt• 

aa·rtt4rt• It ••••• \o hla, bowwn, that Ula urttet, 1.a eM1 .. t:hlll ,... 

porh, 414 aot r..UM that 11Uleelt.114, 1.a .. 41UM to nelll.'f'lal Ule a.trta 

ol'dera, aa alii hs 111 .. •at o~ Ula atlld:f .ta .. loll 1.a Ule urtte&, _. 

• ..._. Ule Mc1e1t ..ut• brokar 1a IOD" to4q, .w1Ul • _. :sa 

bad.a11a e~ 1u -.. D an••«, tllarefoN1 •wt• ._hill te lilts ,. .. 

apnlal 1 ,., .. aa •• •• tM ._.or •• ,..._ It au._ •"...,.. 

...., .... ., ... al c rt• ..... ....,.. ......... -.le ot 

1111hl41b1llt'a Wld.a .... • ... n•• laM tsae .--.a Ut*le tuUaer l u:d• 

PrG1Mltl7 nat tllat ,ut.i~ hi I) 8aJ.M liT --..Ue4 a.,.aa1 P ...... 
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nDJ:IIAI. IICSltiiVI[ BA.NIC 
Or' NEW YORK 

lCI"l 

/t l 

DAlY ..... ,. 1 Fe 

suaJECTli"'Wim•l*l...ll••••==mLWI!IIIIIaL_ 
I • ••• -·-

fnCII•~ ..SnE'Iht •~ a. &ftlwl Sa 'mCs ~ IAIIII• eta •• 
or a.• .u.s.a.· ..u. he e ,.._ .. , 111-. u.s._. • .-.. 
,., ~ •• ., ...... ~ ...... ., ... '3 .... ftiiF ~~ 
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COinlllftiAL mM 

0AT1: lfdl 'f~ lllf.. 

SUilJECT- .. ....-C*i em. I!1ZII 

L. 1. &nte ··~ ....... __ 
llr. to 1-. ..Ue4 a' uaa ~ tor tile pli70M, u ho 

1&14, ot lha '•ac Q • : n e1raala\1ac 1a tllo -..~ une• 

t b.d tho 11111\ell ...._ ~RFT .. cotac to aUer 1b pl4 prtoe or 

the _, ot 1\1 beflJ.ac eu.o. I ~1e4 that I 1m .. M •r• til-. 

ha4 b .. r-.orte4 1D the pne1 t- Uae to t1ae, u tor 1Dnaoe, the 

Prelit•t'l .td••t a' 7~'• PHil ..rv•oe, to the .tfon 

that he ha4 11Ya M 'b=lbt to the rodan1• 1Jl 'be prtoe ot c.u, 

and 'bat 1D liT rep•te4 ottorte to 1- -e'b1Jlc 1Jl ~. I 

had 110\ t-4 M7 l.D'eron 1D 'be .. uer em 'be put of ...,hq. eo.­

aaqu•U7 I ha4 .. r•- to ae ... e .,., D7 llloh nepe wore •«er 

COIII14ereUca. 4e 1-. _, .. to lmow 'lbetber I waa ., ...... ot 'be 

col d prtoe or ot the hlaCU. ebule •« I replle4 ttot both,• st'1 .. 

that 1t wer than ._.. a ~e 1\ .-14, 1.D liT 1 ltle 11,t ' 11 

op1D1•, be cae ot 'be he411Dc ob&Jie 'lblah, it •-e4 ._, the 

8Hre\u)' ha4 the •taao1'1t7 to oballl• at M7 t1ae be 10 Cee14ot. 

4e 1-. l.D.-J.nt Whether, 1Jl ouo \bore were a tbiDie 1a the hetlilll 

chaqe, it sc11U atteot wth '-71.Dc ad ee'"ac prtoo. I re,Uot \bat 

I lal .. ao -re \bla ho, 1111\ t:bolsl~ ..._,, aa a pno\1al pepootU•, 

'be ca17 \h1ftl .. , ...._.., ..._ pl'llft1.11llc -cttt••• 1t there 

·-· a obale at aU, -.14 be a ...... 1a .... hedl1ac eus• - the 

I ..... \ba,, per-ell7, tor pollttoal rM-e, I UC 

DOt apoot a ob.Gie, em•1w17 llOt 1.D the IIMr fUtan. If there ~ 

1117 4at1a1to .... aboat the -•er, he .-14 rea uearo«,- -.14 ~ 

Ylae ell oar tr1.C1 ~~ as soon as we could. 

I ntorn« to ..ar n•-' -.lei of p1.l4on tor ld.e IS? •' _._ 
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DAn IF"l 1 1 1 I. 

su&JEcn>-l'SIII•II•LI••u"J''IIIa:.,..-a_ 

---~~~--~L-------- --------~ll~aallll~·~r .. IU•LJJ•rrmL __ _ -·-
b1a el4 e"- ... ~ .... W W .... Sa II II 'XII -~ 

b1a wt.• ..... • ,,. .. Sa tile alftm , • .., 

0 y 
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JR 

Seoretary of State, 

Washington. 

PLAIN 

London 

Dated April 7 1 1937 

Reo ' d 3:35p. m. 

RUSH . 201. April 7, 7 p . m. 

FOR TREASURY FROM BUTTER'·:o R'i'H . 

The t i oker report transmitted in my telegram of 

this morning follo wing as it did the rumors mentioned 

in t he last paragraph of my 191, April 3, 2 p .m., gave 

the Gol d marke t a bad shook. Unofficial denials from 

tho United states have had, in a measure , a quieting 

effect but dealers are still nerv• us and refer to the 

f act that the Treasury is on a twenty-four policy basis . 

The f ollowing ticker report appearing at 6:15 p .m. 

und~r a New York datel!Ae · will have a further dist.rbing 

effe ct unl e ss counteraoted from Washington: 

"Several leadJ.ng banks have expressed tho opinion 

that the government desire t o check gold imports despite 

the official statements that no action J. s contemplated 

now but it is believed that such procedure will be 

difficult . It is explained that the uncertainty of the 

situation and rumors of a change in the gold price make 

shipment too risky for the profit involved which is very 
small 
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J R - 2- #201, April 7, 7 p .m. , from London , 

small amounting to only about one thousand dollars on a 

ten million dollars shipment , " 

Aside from the inmediate effect it is to be expect ed 

that today's happenings will have the effect of promot ing 

a publiC discussion on the various aspects of the 

present gol d oum monetary situation , 

The followins observations which Professor Sprague 

made in the course of a private conversation may be of 

inte rest ina~uch as during his stay in London at Montagu 

!lorman' s invitation he has r.l8.de the Bank of England his 

headquarters , 

In the first place Sprague is struck by "the general 

attitude of c.:>mplacency about everythinG" ; even the r ecent 

abrupt rise& in the prices of raw materials he found 

wer e generally accepted with equanimity both in the city 

and in official circl es (see penultimate paragraph my 137 

of Ma r ch 12, 6 p ,m, ) , But he expects that as t!'e r iSe 

in wheat and other food stuff prices contributes to a 

decided increase in the cost of living during the next 

few months this complacency will correspondingly undergo 

a change , 

Secondly, Sprague i s struck by the change in 

sentiment 
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LHS 3-No . 201 , April 7 , 7 p , m, , from London , 

sentil:lcnt towards the value of the dollar in terms of 

sterl~; the decided rise in American costs now being 

further increased, without any corresponding increase in 

eff iciency, by labor activities is tully appreciated in 

London and consequently talk of an "under-valued dollar" 

has al.Jnost disappear ed ( see my 499, October 29, 7 p, m, ) , 

Sprague also discussed in much the same t e rms as 

employ~d in my 172, March 25, 9 p , m. , and 196, April 6, 

6 p . m. , tt.e probl ems arising out of the increased value 

and increased prqduction of gold and he stated categori cal­

ly that the British had in their opinion all the gold 

they "antf'd; furthenno re , the:: did not know what to do 

wi t h their present gold pr ofit if it should be taken; it 

was useless to apply it to the Issue Department since 

t ae profits of that Depar tment are already credited to t he 

Government and it could not be applied to the Banking 

Depart~ent because of its inflationary effect . In 

Sprague ' s view American opinion might at some fUture 

date crystalize again.s t the United States continuin<; to 

act as a dump1~.ground for the world'S gold supply and 

I ndia seemed to him as offering the only important poten-

tial marlcet for gold, -
BitlGHAM 

\"r7C : CSB 
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A !!Ol•t1on of this t e l egram 
mus t be closely paraphrased 
before be103 co~unicnted 
to anyone . (B) 

Secr etary of State , 

•:1 ash in<; ton . 

Paris 

Dated Apr i l 7 , 1937 

Rec•d 6 p . m. 
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458, April 7, 4 p . m. ( SECTIOII ONE) (GRAY) 

FRo•: 00~1 . 

Franc eas we akened sharply today agains t doll ar 

and othc:n• leadillG currencies . French shares and rent " a 

continue to fal l in an a tmospher e rnnde ne rvous by Fr ench 

judinial action under s tood to be az ai ns t leaders of 

Fr Gnch Social Party and dubi ous as t o soundness of IYOrld 

stock mo.~ket snd commodity price l avels . 

Fre.~ ch f inancial pr e s s aives much space to Sugar 

Confer ence and to prospects for Van Zeel and's undertak­

ing . Goss~p is t hat Belgian Premier wil l sele ct his 

count ryman Fr ere, fot~erly League ' s adviser with Aus­

t rian National Bank, t o do prel1mi nary i nve stigati onal 

norlt . Fi nancial writ ers presume that on Schacht's vi sit 

to Brusoels on April 13 he will not only talk mth his 

colleagu e , Governor T'ranclt or the National Bank or Bel­

g i um (whom he will have seen the two preceding days at 

Ba sel) but will also discuss wi t h Belgian Government 

officials que stions of colonies and raw materials with 

particular 
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particular reference t o Oel'lla.ny'a delire for Belgian 

copper froa Africa.. 
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Presa report from Amaterda.m lays Dutch control inter­

Tened again yesterday t o buy dollare. 

Telegraphic pr eaa item froa HelaiDki quot es Central 

Bank GoYernor Ryti aa aaying t hat there will be no alter­

ation in the lillk between the pound sterling and the 

Finnish currency. 

Inclination on the part of the French preu 1& to 

interpret official American attitude as one of endeavoring 

to discourage import of gold by letting uncertainty pre­

Tail ae to poli cy regarding the price of gol d, measures 

for cheolting foreign inYeetmenta, and so on. There are 

r ather detailecl aooouata in AODOI EOOIOIUQUI of etate-

.. nta by t he President and Secretary Kor genthau with re­

gard to gold. HoweYer , 1natruot1ona by !few Torlt ba.nltera 

to their kropean affiliates in the matter of refraining 

fr ca gold arbitrage operations which would inYOlYe ahip­

aenta to Jlew Torlt have not yet been changed. Instructions 

haTe been given t o OU.aranty'a branch t o atop an Indian 

cargo which ie scheduled for ahipaent on the KAIHATTAI 

fica EnglaD4 t o ... Torlt. 

wnso•. 

KA:Lft 
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I called on the head of the Jat1onal City Bank of 

Parie thh morning. He told 1118 that yesterday the f oreign 

b&Dita here had a meeting i n order to try to work out eoae 

arrangement t or putting i .nto eff ect the forty-hour week 

tor banks, beginning next Monday, as 1e required by the 

· GOYeraaent. The banks, it 1a now thought, will agree t o 

close f or one and a half hours at noon troa Jlonday through 

Friday, and r•ain closed entirely on Saturdays. J ot to 

have t he banlta open on S&turdaya while most other business 

ooncerna are oloaed on Mondays sivea rise to many diffi­

culties r ei8Zding maturities, protests (which must be made 

within •a hours), and other mattera. 

I was told by my contact that franc deposita 1D hie 

BaDit were very little 1D exceas of the September 25 l evel. 

He said that t he funds which have recently bellA repatriated 

througb hi e Bank have been almoat exclusively t or invest­

ment in t he new national defenee bonds of the Governaent. 

The banking outlook 1e d1acourag1ng to h1a, since 1t baa 

becoae man1feat troa recent negotiations concerning the 

torty-hOilr week tllat the J'ederation ot Labor 18 d1otat1n1 

effectively to the Govarnlll8nt the aanner in which to 

adai.nieter the new forty-hour law. In addition, he aa1cl, 

he expects hie eaployeee t o make an early demand for 

another inore&H in pay, and t h e pres8At buaineee of the 

banlt does not warrant auoh an inorea ... 
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.lt noon today I Tiaited Oariguel at the Banll: of 

rranoe. He told me that during the morning the rrenoh 

oontr ol bad, in view of the strengthening of the dollar 

and sterling, procured on the market neither of these 

ourrenciee. The laet day for making payaent on the new 

bonde waa yeeterday, therefore it ie posaible that the 

repatriation of funds f or i DTestaent in thea has etopped, 

&D4 the effect t her eof ia being felt by the market. 

Ky friend ie not optimistic, on the otner hand, about the 

banking and f inancial outlook, with the present recurring 

strikes to carry threat · of acre aerious ones to 0011e, and 

with the unhappineae fro. enforcement of the forty-hour 

week in additional professions and industr ies. The Bank 

of France, he expects, will haTe t o remain closed on 

S&turdaya, although operations will necessarily baTe to 

be continued 1n the Foreign Exoh&nge Department. 

The following ie VERT COBFI~rtUL: 

I reported in my hlegr&m llo. 403 of Karch 34, • p.a., 

that two and three quarter billion f r&ncs consi1 tute4 the 

net acquisition of gold ebd foreign exobange by the rrenoh 

control since the change in policy earlier in the month. 

Today I was told that t he net total baa at the m~ent reaoliacl 

four and a half billion france , due to the Tery faTorable 

aarket operations last week. 
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.U 1;he BaAit of Jr&DDe I !OWI4 11Ule opUate• abou.1; 

1;he proepeo1;a f or an early 1n1;erna1;1onal conference CD ec­

ODo.ic •1;tera. n waa a1;&1;e4 1;ha1; 9p1D&eae waa a •ueaaer• 
who c&DDo1; &-' rranoe 1;o acoep1; hi& liberal i4eae. The 

Bank of France1 a roreign Exchange Dep&r1;•en1; h&e 1;alten n o 

cognisance in Ua operaUone of the rumora oo•ing !rOll Jew 

York •• to a poeaible change in the price pa14 by the 

J'e4eral R .. erre B&Dk in purchaaiq gold for 1;he Tr .. eury. 

DD U88AOK. 

IA:Lft 
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April 7, 19)7. 

I attach a -.or&Dd• troe llr. Gorun 

contaSnSng f'urthar partieul.ara with recard 

to the seizure or 2S pound a of .orphine at 

Seattle on April ). 

GRAVES. 
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TREASURY DEPARTMENT 

BUREAU OF CUSTOMS 

WASHINGTON 

April 6, l93T 

TO IIR. GIAVES 

1'11011 IIR , GOIIIWio 

I oa o.ppea41ac bel"" o. oopy ot o. toliCJ'Q! tbia cia, reooind 

tr .. tlw Super-rbillc 1:\wtc.. ~out o.t S..ttle w1 t1o reapeot te 

the aeilure o.t that port on April a, of o.pprox~toQ- twenty­

fin pow>da of aorphiDe, ex sjs BUll IW!Do 

COl 

• s oi&Ul'o or o.pproxia&teQ- twent)-t1w po\Uida ot aorpbi .. 

~droohl.oricle -.do on dooka April third . llorpbiDO 1JL 

double tia o011to.imra o.pprox~tely tin poiiDdo ... u 
w.dcocl 1.a •trt oauoe tubeo ax S/s BIIAII IIARU, oono1paeo 

!'1ar117& Ccap~, Soattle, abipper . .... Sto.t.....nt Pl&­

nqa &lid c~ iaTolna Tona!\l<.t., now under o.rraat, 

o.nd adaita -rabip ot ""'" lalDdrad loaco, inoludiol& 

tho Jooca oonto.ini"G aorpbino • Ten.a&ka elo.iao the 

tubaa intoadacl tor ..., - ll>doo H.....-inc oohaclulacl 

tcooorrow l.lld will aoek twent)"-ti n thoua...n dollo.ra 

bo.il for TeAoo.loo o Innatico.tion continuea, which o.t 

aa..Dt ind.ioo.to.o lo.rce Jo.po.nooo rill& on tbia oooat. 

Report will follow,• 

ltr • Glbboou 
llr • Gaatoll. 
11r . IIGTl• 
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April ., • lt3P 

to1 Secra\aq llorpatlalol 

lraa1 l>r. la.rpu 

lrMnJ7 ~1148 opeiiM •UchU7 lowr \o~ u4 ••ad ~r la 

ta1rlJ actln tre41Jic dar1111 ibe tlrat hOilJ' or ao, ibe 10111 lloau 

lllowlJIC Mc:llaaa ot up \o 4/'&2AU 11'1 til the aceptloa ·ot the an 2 1/2&, 

ott 6/32a4a. t'h Moo.ri. -neat n1>aaqaat17 bal4 at.q aa4 qulat 1111t1l 

Dear the cloaa •baa the '101- ot tn41q laorauad to ao4aN.ta pro­

portloaa aa4 prlcaa ••a4 allp tlJ . the 10111 ~ada cloaad 3/32 to 

5/32au 4on traa 7••tanq, apart tna ibe 2 3/f,a ot lMII-61, ott 

2/aaau Ul4 the ._ 2 1/a., ott 1/32Du. the rut ot ibe l ht n• 

2/32 to 1/Bth 4owD. la tu paraataa4 llat ibe 1.1.11.,0. l>oa4a ware 

• ..,.raJ. Wr~aoow 1-r, aa4 the B.O.x..c. •a ware vecbaac..t to 

1/32&4 ott. llalaa ot !'raaft17 Ul4 paraataad ~ada ware $2,1111,000 

ocapara4 with $2,260,000 Jaatanq. tba aota arlcet •• allcll\17 

au1ar 11'1 th the ~ada Ul4 the lht oloaad c-N.ll7 1/32 ta 3/32ada 

ott. the 1 3/8a ot lNl ware ott 4/ 3:1ab. 

Both hlp u4 .. ooD4 Cl'U• 4oaao\1c ~D4• ware allptlJ aaohr 

1D the aarlJ part ot ibe ~ la a quiet arlcet, aD4 bald ot..q. "UUl 

a-.r ibe cloaa 1lbA the •-114 crau l>cD4a Mc:llaad, tlalaiWic ...U 

t racuou \o cnr 1 polat ott traa 7''''~· Prlcaa la ibe h1&b 

II'W crooop ware -vbnpd ta 1/4 aft. 

lora1CJ>o ware all aD4 caaN.llJ at..q., C&aa41uo, Oarauo aD4 

Japaaaaa lloD4a aboaw4 tN.C\1~ lo••••• 

PudiAaa4 ~ •u,&e,OOO a1-u•- t1"11n17 \o.U tor 

IJ•'--'-
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TO THE HEADS OF EXECUTIVE DEPAR'l.'IIEII'I'S, IND!PEIID!Itl' 
ESTABLISIIJIENTS, .AliD OTHER GOVEfUIIEIIT JGEIICI&Sr 

It ia rq dellira that tba beeda of tba execut1Te de~nta 

a:Jd independent eatllbllllbaentll of tbe GovarDMnt will t-ediatel¥ 

causa a ~1 to be made of tba expenditure requiruentll of tbeir 

depart.ente a:Jd aatllbllabllenta tor tbe r .. a1 nl "& 100ntbs of tbe 

fiaca.l year 19Y1· It is apparent at tbia tiM that tbe reYe~Nta 

of tbe Government for tbe present fiaca.l yeu will be -~ 

laaa than tba ...,unt eatiMted in rq budget meaaaaa of last JUIUAI7J 

a:Jd, hence, tb.a detici t will be far IJ'$8tllr tban wu anticipated 

unleaa tbere is an t-ediate curtail.Mnt of expenditures. 

You will careful.l,y exnine tbe et&tua of appropriations for 

your act1rltiea witb a rle• to lllllt1q: a snblltantial aarl.q! b7 
' 

ellw!nating or detarr~ all expenditures 'llhl.ch are not abllclutlll¥ 

naceaa&rT at tbia u.o. You will report to aa tbrough tba Acti,_ 

Director of tbe Budget not later tban Xa7 1, 19YT, tbe steps 10h1ch 

70u an ~ to reduce axpendi tures a:Jd tba aaount of tba 

satiated sa~ rasult1,_ tbsratroa. 
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I'M''P' 1S6 

April 8, 1837 

t o: Secret..,. llorpat.Ua 

rr.: DJ'. -.up •• 

!rMIIVJ' lloa4 MJ'Ut opeu4 low.r aD4 wu b.M'I)' all d.q, alUio'GP 

qi>Ot. UOJII ftft lt .. dT to IUpUJ bat\er 41u1DC tb.l aftaJ'JIOOilo .t. t 

tb.a clo•• !J"Mft17 bOD4e were 4o'l'll t._ JUte..._, 2/32 to 7/32 !'1tb. 

tb.• excep\1021 of the 2 1/a. of 1849/153, off 35/32. !Ilia beu wae 

~fectacl bJ a larp offariJIC bJ u n t of tOft balllt. o-raat.aU 

eb.Oft4 'fllrioo.a louu 'Ill> to alloo.t 1/2 pola t . !lanloTer 021 the lloari 

••• aot larp, tot.llDC ~.070,000 bolt onr-t11.1 coutar tra41DC 

aualu4 nbetaJIUal proporUcae. !b.• 210ta •rat wu waalt la q~>lat 

tra41DC, aJI4 cloeacl 1/32 to 11/32 oft t._ 1••'-..._,, tb.a pr1Dclpal 

1ouu balD& 1ll the loDC •tllrlU ... 

Dc.aaUc lloll4 MTDt aa cbaracwriaa4 bJ 4v.ll trailliiC aa4 aa 

••tar hD4&aCJ. .t. t tb.a close tb.a low coo.poa raflul41ac beue ware 

ott oa tb.a aYaraca alloo.t 3/8tb.a of a polat wb.lh .... oaacl heu• eb.oft4 

Yal'loul frac\1~ lou... llac!oDd Cl'll4a bollill 'I'IH 4o'l'll .-11 fraCtloDa 

to alloo.t 3/4 of a polat. 

r omp• wre qlllat aa4 ,_rallJ ucllaap4 oJI the d.q. O.maD, 

Pollab. aDd .... Solltb. Jllericaa teeu• eb.owacl tracUoaal lou••· 

Purclluail t~ $23,1153,000 aboall..-. !Nilii'OZJ' bo1141 for 

s,.,_ acccr'llllt, 
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~EETING OF ACTUARIES RE RAILROAD RETIREMENT April 8 , 1937 
3:25 P. M. 

Present : 

Reagh: 

Buck: 

Reagh: 

Mr . George B. Buck 
Mr . Russell R. Reagh 
Mr . Joseph B. Glenn 
Mr . W. R. Williamson 
Mr . ~aurice Brown 

Well now, what I 1d like to know is if everybody has 
got copies of the bill and everything like that. 

No. 

Well, unfor t unately the copies in my office have been 
scattered around . 

'llilliamson: Here's the copy I got yesterday . I ' ve skimmed 1t 
tbrough rather rapidly this morning . 

Reagh: 

Buck: 

Reagh: 

Buck: 

Glenn: 

Buck: 

Glenn: 

Buck: 

Glenn: 

Buck: 

I t ake it tha t everybody i s pretty familiar with 
the bill. Maybe one copy would be sufficient for 
reference . 

Well now, I still insist on being heard on my motion 
that Ur . Glenn act as chairman of the meeting . 

Well , the only point about that perhaps is that you 
a re the only actuary that isn' t in the United States 
Government . That distinguishes you apar t from the 
rest . You' ve got the easy job anyway, as chairman. 

\Yell, may the chairman a sk, is anybody here prepared 
to explain the present bill and champion i t? Or is 
this new to all of us? I t certainly isn1 t new to 
you (Glenn) . 

Not new to me. 

Is the present bill something that you have evolved? 
Are you responsible for its actuarial structure? 

Not this one, this one tha t we have in front of us. 

Not t his one? Who is the actuary that you would say 
would take the responsibility for this bill? 

I don ' t think there is anyone tha t would claim that •• • 

••• authorship . Have you (Williamson) sat in on any 
conferences? 
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Willi amson: No , not the earliest conferences . I t alked to Mr . 
Glenn about it last week. Mr . Myers, of our office 
went over a nd worked with Mr. Glenn and staff some- ' 
what . So that we have got some general informa tion 
as to the assumptions that enter into it. Mr. Glenn 
bas actually done - I mean !Ayer s bas done a little 
'Nork in connection with it, so be is quite familiar 
with the f r amework and the technique . 

Buck: He •s one of your associates and an actuary? 

Wil liamson: 'Nell, he 1 s got seven examinations to his credit and 
he ' s been with the Social Security for two years. 

Reagh: I've got a synopsi s of the existing and proposed 
bills. 

Williamson: That would be flne . 

Glenn: 

Buck : 

Glenn: 

Buck: 

Glenn: 

Buck: 

Glenn: 

Buck: 

I did all of the actuarial work tha t was done wh.ile 
these conferences were in progress. I didn ' t 
actually s it in on any of the conferences . 

Well then, as I understand it, this is a bill that 
has been prepared in two sections, similar to the 
Social Security bill, by a group of conferees con­
sistlng of the Chairman of the Railroad Retirement 
Board, representatives of the employees of the 
r aods, and representatives of the management . 

I•m not sure that the Railroad Retirement Board took 
any official part in it. Latimer was around there 
practically all the t i.me . The conference was directly 
between t he representatives of the roads and the 
employees . 

//ell , the purpol;e of all f1lY questions is to find 
out if there is a father to this bill, to see where 
it originated . 

Well, it is the result of conferences extending over 
a two-month period in which they considered • .• • 

Conferences between whom? 

The railroads and r ai lroad employees . 

I see . 
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Glenn: 

Buck: 

Glenn: 

Buck: 

Glenn: 

Reagh: 

Glenn: 

- J -

During the course of t hese conferences t hey con­
sidered practically every proposition under the 
sun; and the cost estimat es that I gave during 
these conferences prevented them from putting in 
a ny more liberal scale of benefits than t hey have 
here. The benefit scale is still , I think, too 
liberal for any tax rate. 

199 

In other words, you think the t axes imposed in the 
tax bill a re less than enough to support the bene­
fits to be pai d under the benefit bill, if the 
benefits were t o be whol ly paid f rom those taxes? 

Yes, sir. 

Have you made a ny estimate of how much the excess is? 

Well - tax averages about 6 .6 percent of payroll. 

6 . 6 all tne way through? 

Yes, tha t ' s on a perpetual basis. And I can't see 
how the cost of the plan can be less than 7 percent 
on a level basis, and it can be more than that. 

If I remember, your estimate was 7.11. 

We turned out some figures which did add up to 7.11 
on it, and those figures didn't have any margin in 
them f or any adverse experience anywhere along the 
line . And the assumpti on is through ret irement -
see , the proposed bill doesn't have any compulsory 
retirement . Retirement is optional at age 65, but 
there is no compulsory r etirement so f ar as the bill 
itself i s concerned; and the r ailroads have come to 
an understanding that t hey won't impose any arbi­
trary r etirement age like 70, as they have a t the 
present time. However, they do have the right to 
retire an employee, though the right is somewhat 
limited by the agreements which they have with 
labor organizations; tha t is, agreements that 
they have in effect at the present time. And if 
the employee is covered by one of these agreements, 
and practically all employees are, and i f he doesn ' t 
wish to retire, t he road can't retire him unless they 
can show that he is incompe tent - disabled. 
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Glenn: 

Reagh: 

Glenn : 

Reagh: 

Glenn: 

Reagh: 

Glenn: 

Reagh: 
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Those agreements are not in any law? They are in an 
agreement between management and employees? 

Yes. Well, the Railway Labor Board is set up to 
enforce these agreements during disputes . 

Do you and Mr . Reagh have any disagreement as to 
figures that you know of? 

We may disagree as to the probable rate of retire­
ment. I don't know that there is any di sagreement 
on any of the other figures, is there? 

Let me clarify that point . We did object to the 
assumption in respect to retirement age. However, 
we based all of our conclusions as to t he adequacy 
or inade,1uacy of the rates on accepting in full your 
assumptions throughout, accepting all of your figures 
and all of the figures which were given to us by Mr . 
Latimer; and on that basis, we say the pr oposed bill 
could not be suppor ted by the t ax rates in the tax 
bill. 

It was due to that so-called differenti a l that they 
threw in there. 

Yes. In other words, we nave no quarrel with your 
figures or with Yr. Latimer's figures, except 1n so 
far as they apply to that differential. Be says 
there is a differential. We say t hat your figures 
show that there is no differential . 

~ell, there is a sort of an artificial one there. 
I don't know that there i s any real one, but you can 
make one out of it. 

As a matter of fact, I would say, Wr . Glenn, that 
your figures show conclusively that the differenti al 
is negative to the extent, on a present value basis, 
of more than 800 millions of dollars the other way . 
In other words, it will cost the Government more than 
840 mi llion dollars, on the present value basis, to 
exclude the railroads from the Social Security Act . 

Well , was it - now, perpetual? 

That is on a perpetual basis, on exactly the same 
basis that you have calculated your 7 .11 percent 
as the cost of t he proposed railroad plan. 
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Glenn: If all the assumptions that were made 1n calculating 
the basic rate were carried out , I'm pretty sure 
t here could not be a different ial there on a per­
petual besis, proVided the tax r a tes under the 
Social Security Act are correct . 

Reagn : Whether or not tne Social Security rates are cor­
rect, however, as long as they have to pay those 
rates under the Social Security Act , it would cos t 
the Government that much money to exclude the rail­
roads, because if the Social Security rates are 
incorrect and later adjusted , that ad justment 
should accrue to t he benefit of the railroads . 

Buck: llr. ',¥ill1amson, have you, from the standpoint of the 
Social ~ecurity Board, given any thought to the effect 
on the Social Security fund? Is it to the advantage 
of the Social Security fund to exclude the railroad 
employees? 

Nill iamson: I don't believe it is determined at this stage of 
the affair. I don ' t believe either of these two 
men is sure of the basis of the f i gures over a long 
period. I haven ' t the slightest feeling that this 
800 million is a tangible figure . He ' s using cer­
tain assumptions, and it seems to me it is undetermined 
that far . 

Looking ahead for a dozen or fifteen years and maki.ng 
certain interesting but not very defensible assumptions, 
it seems to me that you could Justify a credit for, 
oh, t wenty years, through saying that par t of these 
Railroad Retirement benefits were due to the Social 
Security Act, and that, working out that pert, due to 
the Social Security Act, we f ind ther e is a l ittle bit 
more t han a pr o rata part - than one percent against 2!, and then lt against 2i, etc. Just looking ahead 
in that fashion for a period of twenty years, I think 
you could build up a feeling of a credit in there. 
That is a pret ty temporary sort of thing. I think 
it's a real credit in there, but I can' t quite Jus-
tify any specific basis for worki ng it persistently. 

Here we have i n Social Security a formula which loads 
the first t hree thousand of salary; i t is sometimes 
explained as parti a l recognition of past service . The 
railroad retirement definitely goes back and recognizes 
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past service in a much larger degree and calls it 
past service . Now, in Social Security, this going 
up on three thousand at 6 percent, against one 
percent later - if that were called past service, 
you' d have a little different analysis in there. 
I didn't call it past service. 1'/e Just left 1t 
alone and worked through some illustrat ions. Yte 
came out that on a temporary thi ng like that, 
which is ~uite a different thing than Ur. Reagh 
suggested, if you would postpone your counting on 
it until the end of the twenty years, that maybe 
then you could go b a cit and justify a credit from 
Social Security . In the early years, it is ver y 
d ifficult to see how you could say that two percent 
of these taxes, tha total two percent, was for 
Social Security, and so much benefits were from 
Social Securi ty, because there is quite a margin 
there in favor of putting money into the fund . 

I haven't been able to get any convincing technic,ue 
for building up the eventual effect upon the Social 
Security Act , leaving the two acts exactly as they 
are now, or show Bl'\Y c r ed! t or deb! t upon 1 t . 

Buck: In other words, if I understand your answer, it is 
that it would make no difference to the Social 
Security Act whether railroad employees are covered 
under the Social Security Act or go under this plan. 

Wil l i amson: Well, I can't prove it to myself that it makes much 
difference . All our data is pretty fragmentary as 
yet . Our Social Security data we haven't analyzed 
over there in Social Security very thoroughly . We 
have all industries and all commerce, with a few 
exceptions, covered in there. It is ~uite a di rferent 
thing from t eking one indus try, planning the course 
of events in one industry . 

I have heard a lot over this assumption that you could 
decide today a pattern of new employees in a single 
industry which you would believe would be carried for­
ward . A si ngle industry is exposed to ell t he hazards 
that face the railroad industry, for i nst ance, by 
itself; whereas, for all industry together, it seems 
to me that feeding 1n the population - that the 
single industry is exposed to shifts and changes in 
pattern that are quite different . 
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Ur . Reagh has used a pattern of new employees 
based upon actual material that was furnished him 
by Glenn. Be comes out with t hi s other thought 
t hat the Social Security ought to be paid for ' 
letting the railroads pull out. I don ' t feel any 
convictions about it. 
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Would you feel t ha t t hEt was Jus t as consistent ns 
the other one? 

Will i amson: The other one? Yes . 

Buck: Well , my point • •••• 

• Villiamson: We're a little hazy about the r elationship of these 
two plans - a little hazy . 

Buck: Here's the question that I was trying to get settled 
in my own thought . -:ihen this Railroad Retirement 
bill was announced, the Pr esident of a very large 
corporation in New York .vas quoted i n the newspapers 
as telling his company union, which sometimes carries 
about 58, 000 people, thut he thought tha t the solution 
of their pensi on pr oblem was to fol lo·.v the railroads 
and to adopt a similar scheme for communi cation 
employees. 

Now, the Social Security Board - and I am not speaking 
advisedly - but the thought was out t hat 1 t was inad­
visable to have other than a general coverage of all 
employees. Now, I have in mind this . Is there a 
distinction between r ailrond employees f r om the view­
point of the Soci al Security Board and communica tion 
employees? In other words, the actuary of this parti­
cular company called me ond he was quite concerned 
over the idea that t heir men should i mmediately peti­
tion Congress for a si.milar bi ll consi dering, this 
problem . And I am trying to get ln my own thought 
whether t he Soci al Security Board has any ob jection 

· to separati ng the r ailr ood employees from the bill, 
either from a technical viewpoint or from a general 
viewpoint of administra tion of the plan, End would 
that be different in any way from excluding communi­
cations employees? I have in mind telephone and 
telegraph employees. 

Wil l i amson: I think you•ve got a very interesti ng question 
there, because here is the Cl ark amendment out for 
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discussion, suggesting that when a single corpora­
t ion has a pension plan that is just as good as 
Social Security benefits , i t should be allowed to 
stand , and that the Government should carry - should 
subsidize them to SOllie extent froo taxes brought 1n. 
Trying to work out bow tho thing woula function with 
all these random indiviauel concerns has always looked 
to me a hopeless t hing - that is, to take ~ single 
corporation. 

The railroads ar e much l arger . They happen to have 
higher ages , on the whole, than tne general line-up 
i n Social Security . At first blush, thinking only 
of the wages , it would seem thE t tnere would be a 
definite gain in the Social Security program to 
let them go out . I mean to - yes, let thea go out, 
because you' d save paying these larger early benefits. 
~r . Reagh shows t ha t t hey are higher pai d, and with 
our trick forouls maybe it wouldn't in the long run 
save them anything . 

But on your problem ther e, it seems to me that 
the Social Security positi on would be more logical 
1f they were all in for the benef1 t s of Social 
Security, and if then supplementary progr ams were 
adopted in addition; I think that their position 
would be much clearer . You go as far as you can go 
for a bose benefit for all the people. Then, if a 
specific industry or if s specific employer wishes 
additional benefits for his purposes as a retirement 
plan - Social Security isn't a retirement plan; 
Social Security is benefits to the aged, accordi ng 
to the formula - but if on employer wants a r etire­
ment plan, then putting i t in on top of the Soci al 
Security plan s eems ver y logical . 

Buck : As a staff plan? 

Williamson: Yes. Here are the railroads . It seems to me that 
the most logi cal suggestion to take, i f it weren ' t 
for the f act that you already have this Railroad 
Retirement bill passed a couple times, would be 
just that regsroless of whether it is i n or out, 
whether it !Deans more money in the pockets of the 
ra i lroads and the empl oyees or not , they ought t o 
be in Social Security and that the communications 
employees ought to be in Social Security. And then, 
on top of that , the employer and the group of 
employers , in conjunction, if it seems wi se, ond 
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their employees should build up supplementary 
plans . That seems to me the most logical thing 
to suggest. 
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Well now, we had a meeting of the Board of Actuaries 
to which this was submitted and we had an ex parte 
discussion; and two of the members were impressed 
with this thought: tha t tbe taxes under the railroad 
bill differ by one percent from those under the 
Social Security bill; that the one percent was not 
sufficient to produce the extra benefi ts of the 
r ailroad bill over the Soci al Security bill in itself. 
Now then, it would seem that the railroads are getting 
a supplemental r etirement scheme financed from one 
percent of t he payroll which i s more liberal than the 
communicati ons employees can do t hemselves with one 
percent of the payroll. And the ~uestion has already 
come up in New York, at l east in one town, tha t one 
large group of employees should immediately petition 
to get the same benefits. And I, in a personal capa­
city, have no answer for thvt . It seems to me they 
would do well to petition, because if they can get 
their prior service made up and get benefits for 
disability , I know oi' one pension plan that needs a 
little more money than it now has and we can from an 
actuarial v 1ewpo1nt show a very nice little bargain . 

Now that, to my mind, is the question that keeps 
going through my mind. That 1 s t he r eason why I was 
trying to figure out if there was anybody that was 
prepared to say that this one percent additional tax 
is sufficient to cover the excess benefits over the 
Social Security Act. 

WilJ,iamson: Vlell, it ' s a little more than one, because you•ve 
got some extra in the early years. 

Buck : Well , I know, but you c an c ount that up a lmost on 
your fingers . So it seems that this group i s faced 
with a very fundamental problem that concerns Social 
Security Board primarily, vnd then it concerns all 
the other employers who want to run supplemental 
formulas. 

Williamson: Social Security Board did sta te in a letter to the 
Railroad Retirement Board that they were somewhat in 
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accord with the i dea of having bnsic benefits , with 
the supplemental benefits coming in from outside . 
Now, what tha t exactly meant was not very clearly 
defined . 

Buck: You say Soci al Security addressed a letter to the 
Retirement Board and they npproved the Railroad 
Retirement Act? 

Willi amson: They approved the i dea of a basic coverage including 
the railroad employees to the extent of Social Security 
benefits and taxes; it is a very general letter. It 
is very difficult to define exactly what it means. 

Buck: The Social Security Board must know what it means . 
Can' t we find out? 

Nilliamson: I'm an actuarial consultant . I've discussed it wi t h 
one member of the Board as to what it means - the 
present Chairman of the Board - and I've outlined the 
fact thnt when we tried to do it by building up two 
separate formulas and then hoping tha t eventually t he 
two would sort themselves out all right, the intermediate 
steps at· en ' t very si mple . 

Railroaa Retirement benefits &re not quite the same 
as Soch.l Security . Ne brought in supplemental things . 
There is the point that if tney fall short of Social 
Security anywhere, all right, up they go to that point . 
But tney are not quite Soci al Security plus, as is 
their build-up here. 

I am very hesitant about these two different types 
of plans, thinking eventually the accounting will 
clear it up if the two concepts are disti nct, and 
I think they are, a little bit. Because Railroad 
Retirement definitely brings in t he employer and all 
the employees. You have the recognition at once that 
you need to give adequate pensions in order to retire 
people. It had i ts start because the employees them­
selves wanted to get people retired. They wanted more 
jobs released. That particular argume.nt is out of the 
picture today, but I t hink it is still a vital element: 
that employees thought that there would be jobs made 
by prompter retirement. The employers had various 
breeds of pension plans , more or less informal , but 
fre4uently r egarded as very formal by the employees . 
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Now, the introduction of the original program did 
think of the desirability of really getting peopl e 
retired, something that would tempt them tog et 
out . The present Act , ba sed upon this agreement -
as I understand , the agreement runs between labor and 
railroad management - has abandoned the theory t hat 
the employer is to gain by pr ompt retirement of old 
people . I t seems to rest now that the employee has 
the right t o r etire under this, but t hat the employer 
isn' t going to real ly use i t for housecleaning, that 
it is optional for the man t o pull out. 

Well, who champions the theory that they should s t ay 
. in after 65? 

Willi amson: The employees , the Brotherhoods. Isn't that right? 

Glenn: Well , I don't know that they champion the i dea that 
a person should stay in, but they are very much in 
favor of letting them stay 1n if it reduces the cost 
a little bit . 

(Hearty l aughter) 

Will i amson: And that point in there , that philosophY coming in, 
the attempt to evaluate what it permanently means, 
is wha t sticks me . I don't think that is a permanent 
situati on . The rail roads have a lot more Jobs today 
than tney had two or three years ago . The employees 
temporarily withdr aw the thought tha t you ought to 
have a definite age of retirement. As plans work, 
when people aren ' t forced out there are always people 
who stay . Hell , t hey don' t want to quit work . This 
man who has the right this year to retire or not to 
r etire - of course be doesn 1 t •11ant t o r e'tire if he ' s 
getting tw~ times what the pension woul~ be. He 
wants to r etire next year . ·,vhen next year rolls 
around, the chances are he doesn ' t want to r etire 
next year either, because the chances are he decides 
to do something else with his full salary. When 
there isn' t the full retirement, I do think people 
s t ay at work later. When both parties reach the 
conclusion that the !Dlin can s tay and the employee 
bas decided he isn' t going to use this t ool for his 
own advantage, . then I should t hink that i t would 
r educe the r etirement r ate and the people would 
stay and work later . 
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Buck: But aren't you building up a hypothesis that the last 
two or three years won't bear and the years prior to 
that won ' t bear? 

Willi~~son : I'm not building up this, I'm jU4t - I'll go right 
along with you, what you ' re about to say: that it 
see~s to me it is only a brief period of years again 
before l abor and ~anage~ent will be right back to be 
wishing to have a retirement plan functioning; and, 
though the rules may not see~ to provide it, I have 
a feeling that people will be retired . 

Buck: 

Williamson: 

Buck: 

Olenn: 

Buck: 

The Pennsylvania rlailroad has a disability arrange~ent 
to retire people under 70. I think disability is a 
pretty flexible thing with the Pennsylvania Railroad 
and tha t a great many people are retired before 70 
who aren't really disabled, and that the employees 
and the e~ployers agree t hat it is desirable to 
retire them . So, on looking ahead, it doesn't seem 
to me that the present hypothesis of delayed retire­
ment will actually continue to exist r i ght along . I 
think it is momentary. I think that a s time goes on, 
the tendency will be to retire earlier with pensions , 
and that the employee crowds will change their story 
and tha t the employers will ge t so~e methods of seeing 
the people are retired . So I have a feeling that this 
retireoent age won ' t be so high as i t would be if this 
hypothesis persisted . 

Do I understand from your argument that you feel that 
under the seniority rule the retire~ent of a ~an at 
65 will result in a pro~otion along the lines to his 
position, he being a senior employee, and that that 
will tend to force retirements earlier in t he future 
than they have been in the past~ 

I think whenever there is a ti~e when there are ques­
tions of limiting people, tha t the ~en down the line 
will res t ate the position they stated when the Railroad 
Retire~ent Act was under consideration. It seems very 
clear to me. 

Have you (Olenn) figured out any posi tion on that? 

(Nods no) 

Well then, as I understand it, the whole meeting is 
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in agreement, first, that the present tax rates 
under the proposed bill are inadequate to support 
the benefits; and secondly , that under normal 
operation it is f air to suppose t hat the l abor 
groups, the various unions of the men on the rail­
roads, will reverse their position in respect to 
assuming - or warning people to r etire. 

Wil lic.mson: It seems so to me. I t seems that is justified. 

Buck: 

Tha t is not ba sed on act uarial theory in any c ase . 

Now, can we put in t he record that the Social Security 
Boar d favors the Railroad Retirement bill in so far as 
to s ay tha t it does not in any way interfere with the 
normal oper ation of the Social Security Act, or is 
t hat too s trong a statement? 

Williamson: Nor mal oper a tion • ••• 

Buck: What I am bringing out is, I take it tha t the Social 
Security Board now t akes the position that if we 
eliminate a large group such a s the railroads or 
the communications gr oup , or the electrical indus­
try, such as the power companies, that would not 
interfere with the normal operation of the Social 
Security Act. In other words , if we bad a bill for 
t he r ailroad employees and then we bad another one 
for the employees in the public service companies , 
and another one for the communications employees, 
all of which are large groups, that that in itself 
wouldn' t interfere . V/ha t I am trying to bring out 
is that •••• 

Williamson: Well , the 25 million people ••.• 

Buck: 

\Ulliemson: 

• • . • the t the theory that the Social Security bill 
should be uniform in its application to all people 
does not apply to groups like the railroads. 

I don' t know. I •m not sure what the Social Security 
Board's position would be on that, the way you phrase 
it. We ' ve only got two members of the Board a t the 
moment, end the original agreement was Yr. Winant 
and Wr. Altmeyer - Mr . Winant isn' t technically on 
the Board - it ' s very difficult to say how the Board 
specifically feels on the matter . When lfr. Latimer 
was going to be a part of the Board, pretty d efinitely 
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the posit ion was clear. Now Mr . Latimer i s - I 
don't know whether he ' s on the - supposed to be 
on the Board or not; hasn' t been approved yet. 
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Reagb: Ur. Alt~eyer, I would say, definitely would feel 
that the coverage should be for all wage-earners . 

'1/illiamson : Yes, and the thought of their communication was 
tna t basically this r ailroad oct was includ.ing the 
Social Security coverage plus . That was the t hought 
of t hat let ter: that t her e was a plus in her e but 
t hat these people were essenti ally covered within 
the Social Security framework . Now, the way you 
(Buck) s t ate i t about withdrawing them - I don ' t 
think that statement would be Ur . Altmeyer ' s feel­
ing . I don ' t ~ow what Ur. Altmeyer ' s feeling is 
exactly on it . 

Bucl< : \Yell, the only t hing the t I wa s trying to ~t here 
was that I knON that the same group tha t is here 
a s sembled is going to be approached very definitely 
and concretely with a propositi on for another group 
similar to the railroads - maybe not as gr eat magni ­
tude . But inevitably they ' re going to be approached, 
because I expect to attend a meeting where tho t is to 
be considered . And it has the endorsement of t he bead 
of one sizable corporati on in the communications field . 

Williamson: My own individual feeling is the other way around . 
liy own ind1 vidual feeling is t ha t the Social Security 
pr ogram nas a pplication only if it is pretty broad, 
and that the gradual elimination of group af t er group 
is absolutely the wrong direction; t hat it i s justi­
fied as a social progr am with broad spread and not if 
you get 1t down to t oo limit ed o fiel d, e ven though a 
supplemental plan is built up under s ome governmental 
direction. 

Olenn: 

Buck: 

I think there should be very definite resistance to 
the extension of this matter of poi nting out speci al 
groups . 

Nell , what is t he fundamental theory from a social 
viewpoint, or f rom t he a ctuarial viewpoint - that is, 
the f i nanci&l vi ewpoi nt - of having the r ai l r oad 
empl oyees separ at e, that you can advance and sti l l 
keep out t he other group? What I have in mind i s 
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that we are meeting here and any conclusion that 
you gentlemen reach is going to be used against 
you. If you should say that the railroad employees 
should be under the Social Security bill, you're 
going to have that used against you by the railroad 
employees. If you should say tha t they should be 
excluded from the Social Security bill, you' re going 
to have that used against you by these other groups . 

Williamson: Of course, they were excluded by an Act two years 
ago . There was an earl i er Act still . 

Reagh : Befor e the Social Security Act was passed . 

Hilliamson: Yes, before the .>ocial Security Act came along . 
So they were all s et before the t>ocial Security 

Buck: 

Williamson: 

Act was started ; and there was this unconstitution­
ality of the first Act, but almost simultaneously 
with the bocial Security Act this thing was passed -
just a little afterwards , remember - establishing 
the starting arr angement for them. I th.ink there 
is a special thing there that they had. They were 
going. I have also felt that with the old interstate 
commerce direction here they have been pretty close 
in here to Washington for a long time anyvtay, so it 
was quite natural that they should have gotten under 
way a little sooner. They've been early in giving 
retirement al lowances, the r ailroads have. They 've 
done quite a lot of it. They ' ve had something which 
was a nuc l eus t here, which got them going a little 
earlier. That 's a fact. 

While it cuts across my idea, as I expressed it, that 
the bigger the Social Security spread is the wiser 
it is, I shouldn' t ob ject to seeing them continue 
by t hemselves . But I should be disappointed to see 
a lot more come piling in as i~vidual entities. 

Is there any objection that you can raise to the 
others coming in? 

Yes. A single enter pri se - I mean socially 8 single 
corporation, a single industry, has a different devel­
opment of its employment, of its work. All industry 
is quite a big, f airly stable thing . Single indus­
tries, even though they may be very important ones, 

Regraded Uclassified



Buck : 

212 

- 16 -

have different lines of development. With the 
Social Security program, actuarially I t hink you 've 
got pretty close to the whole outfit as a pretty 
s t able type of thing. Any one industry has much 
less permanency; people l i ke t o shift back nnd 
forth. I don 1 t think we can d eter tDine a r ate thb t 
is self-sufficient for an industry, or an industry 
over all t ime . 

I don ' t think we can say, hedged about with all 
these limita tions, t hat we have been reaching a 
static position, which we don' t anticipa t e happen­
ing at all . If we do, then we are getting into 
much grec.ter difficulties; we are being qu.oted . · 
When we are quoted as backing up prograt~~s where we 
make certain s tatements or li111itati on - well , the 
statements of litDitation ere almost a lways a is­
carded when the s tatement is quotea the next time. 

And that, as you look at it - o t t hese actuarial 
assUtDptions - per fectly good assUillptions - we none 
of us kid oursel ves tha t we know what the age dis­
tribution of r ailroads is going to be fifty years 
from now. But 'A'hen we t alk about rates in perpe­
tuity, the implication is there - i t gets about -
as though we thought we wer e knowing exactly what 
was coming out of it. 

Now, there ' s more danger 1n t he single industry, 
single employer, than t here i s in the whole works. 
I don' t know how aviat i on i s going to develop; I 
don't know how railroads or the tDotor industry are 
going to develop in the future . But I d o feel tha t 
t he total social thing i s fairly logical. 

There is a lso br ought into it the thought of the 
public interest. Looking a t industry as a whole, 
we know that the public interest is definitely there. 
Society has go t to support through relief wha t i s left 
over ; the railroad hasn't got to do it. 

Well , do you think the thing to do would be to cotDe 
t o an agreement on a t ax under t his proposed r ail­
r oad bill t ha t ~ould make i t self-supporting? 

Willi atDson: Wi t h this limitation, tha t these assumptions - we 
· don't hold too much brief f or them. Even when we 

say this is a ll right to start on, we still think 
these t axes are a - are subJect to change later . 
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Sure . I think tha t is true of every actuarial 
valuation thst was ever made. Nobody ever a t­
tempted • • •.• 
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Williamson: The actuaries don't pret end to, but later on 
the quot a tion of wha t this is carries muon fur­
ther. 

Reagh: Periodical reports are made which indicate.how far 
we're going astray and we can check that. 

Williamson: !low, the people who are not actuarially inclined 
wish to have us say that there will be a rate of 
7 percent which will function for a~ time, defi­
nitely. 

Reagh: That's right. 

Hill i amson: And I doubt that we can make it . But I agree that 
we ought to have something a little safer than this. 

Reagh: If we must have a set of rates, however • • •• 

Will i amson: The thing is that these are taxes in one pl ace 
and there are benefits in the other. The philoso­
phy of those t·•o bills is that here are benefits 
that the Federal Government is giving and over 
here are taxes which are being paid to the Federal 
Government, but implicit in that dual bill there 
is after all the thought tbut the Federal Government 
is doing something more tnan receiving a nd spending 
money , that t here is a little bit of carrying respon­
sibility. That's wha t scar es Reagh. Be thinks that 
t here is some responsibility in there when we set 
down taxes here which we think are subject to change. 

Reagh: Everlbody else does. 

1'111.L1amson: Yes, I think they are subject to change . • • • • that we 
seem to imply we consider t hem adequate; we seem to 
imply we consi der them ade~uate . 

Now, I'd view that as a tax rate going up every thr ee 
years by a halt percent with no limit . That ' s the 
way I view it. You don't want to carry it on 1.nto 
infinity; but say we•ve gone f i fteen years on a rate 
starting a t five and going up to ~ven; if you thought 
of it as a rate starting a t five and going up 
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indefinitely, the lopping off to be decided when 
you got there, it ' s ferfectly sound. There it 
s t ands, but it doesn t say you go on forever. 

Can an amendment be ~ut into t he benefit section 
of the bill which prescri bes t he calculati on of 
what these benefits are going to cost? 

(Reagh hands Buck a p&per) 

Do I understand t his is something tha t you propose? 

That i s something tha t we are definitely asked to 
consider. That is a letter written to the Secr etary 
from Ur . Pelley and Ur . Harr i son. They r a ise cer ­
t ain 4uestions . ~e might - perha ps you' d want t o 
lay t hat as i de for a little while until you develop 
certain other conclusions . You might read it 
yourself and deter mine wnetner or not you want to 
take it up no'N. 

You (Will i amson) haven't heard it? 

Williamson: No . 

Buck: 

Glenn: 

Buck: 

You (Glenn)? 

I helped write it. 

~ell, will you put cott on in your ears? 

This is t o the Secretary of the Treasury. "Dear 
Mr . Secretary : We appreciate the spirit in which 
you have been attempting to reconcile the various 
i nterests involved in working out a r ailroad r etire­
ment system, and your cooperation in having the 
enti r e matt er restudi ed by a group of ac t uaries . 
In order to make clear t he exac t points of differ­
ence, we should appreci ate your putting to the 
actuarial gr oup the following quer ies: 

"1 . On t he assumptions used by the Railroad Ret ire­
ment Qoard 1n making cost calculations, are the 
figures arrived at by the ac tuaries of the Board 
correct? We are particularly interes ted in the 
retirement age assumptions, which when combined 
produce an average r etirement of 67.2 years . We 
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r egard those estima t es as most conservat ive. A 
copy or the revised memorandum on costs submitted 
t o us by the Board is enclosed. We understand that 
a copy of this memorandum has been submitted to t he 
Treasury. 

" 2 . If r ailro&d employees were a ffected by Ti tles 
II and VIII of the Soci al Security Act, individual 
r a ilroad employees retiring for many years in the 
future would receive old age benefits in excess of 
the va lue of the t axes pai d by themselves and thei r 
employers . Using assumptions compar able to those 
employed by the Rai lroad Retirement Board in cost 
calculations , wha t is the a verage value of such 
excess benefits during the period from 1937 to 1970 
expressed as a percentage or the ra i lroad payroll? 

"J. Given the assumpti ons of t he Retirement Board, 
and assuming the availabili ty of the excesses referred 
to in the pr eceding quest i on, would the actuaries 
aJvise proceeding on t he basis of the pr oposed agr ee­
ment, with the under s t anding t hat both the labor 
organizati ons and carrier s will agree to ad justment s 
if and when actual experience shows such to be neces­
sary? 

• We believe answers to these questions will aid in 
the mutual understanding or our problem. 

" George u. Harrison 

J . J . Pelley n 

Would you like a copy of the memor andum referred 
to there, Mr . Buck? 

Kr. Reagh, why do you present t hi s letter to us? 
I s this something that i s to be a subJect or di s-
cussi on? 
I present that to this group because i t was specif­
ically asked by Mr . Pelley that it be presented to 
t his group. There was a covering l etter, which is 
very short, which asked tha t that l etter be placed 
before this actuarial group . 
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Ylell, gentlemen, you have heard the letter. What 
is your pleasure? 

Williamson: Have you already, Glenn, worked through the answer 
to that? 

Glenn: 

Reagh: 

Gl enn: 

I presumed to tell them what the answer would be. 

Well , you might t ell them your answer, and then if 
I don't agree I'll tell you mine . 

The third one there i s the easiest to answer. I 
feel we ought to have 7 percent to start with, 
certainly. 

Buck: 7 percent to start? 

Glenn: Yes 

Buck: Instead of five. 

Glenn: Yes 

Buck: What do you (Williamson) think of that? 

Williamson: Well, I think that's good. I had this alternative 
thing -mine ' s more costly - that we start with 
five as now but go up by the same differentials that 
are in the Railroad Retirement Act, the whole percent 
instead of a half percent for these different raises, 
getting up to nine, l eaving then the possible glory 
of a reduction in tax ute ahead in the future . 
Having these same differentials going from five up 
to nine. . . · 

Buck: You mean going up by a one percent increase instead 
of a half, same as the Social Security. I think you 
said Railroad Ret1re111ent. 

Williamson: I meant Social Security. 

Buck : You mean going up as the Social Security. 

Williamson: Yes 

Buck: 

Reagh: 

So you went from f i ve to nine; so that ' s l oci al 
Security plus three percent all the wa.y through. 

That ' s right. 
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Williamson: And that seems to me a rat i onal arrangement. 
I think the seven is safe enough to start with. 
I don • t feel too convinced that the use of this 
mechanism won't exceed our guesses today, end I 
rather prefer this other arrangement really . 

Reagh: May I make a suggestion? 

Buck: Did your (Glenn) proposal 1ncre~se it a t 1~ percent 
each three years? 

Glenn: 

Buck: 

Reagh: 

Buck: 

Glenn: 

Buck: 

Brown: 

No , a flat rate of 7 percent. No very definite 
commitment as to increase . 

The stenographer here is objecting. Since I ' m only 
supposed to be ••.• 

To private conversations . 

Mr. Glenn here was championing this statement; or 
r ather, I should say that he was expl aining that his 
recommendation i s that it should be 7 percent flat 
a ll the way through . I should say that 7 percent 
flat is a very much less valuable asset than a five 
percent r unning to nine. 

It undoubtedly is . But the ra i lroad employees ob ject 
to this increase i n r ate, and the more it increases 
t he more they object to it, on this gr ound: that the 
older employees are not going to pay this very long 
anyway, and they don't think it is -fair to favor them 
with a lower r a te as well as a short payment peri od . 

Well, isn' t the difference betweeb a 7 percent flat 
all the way through very slight f r om the rates 
already provided. As I would see it, it would be a 
decrea sing annuity. The only differ ence between 7 
per cent flat all t he wey through and 5! percent 
running up to 7 i s the decreasing annuity for a 
temporary period - wipes itself out. I should think 
it would be a very valuable asset, but I ' m not speak-
ing a dvisedlY. 

It ' s equivalent to a level of four-tenths of one 
percent all the way through. And t he f ive to n1ne 
scale . .. 
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It would be equivalent t o raising the existing 
tax rates i n the r ailroad bill four-tenths of 
one per cent. 

Is that enough? 
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It is very likely not to be enough, but I don• t 
think it would be necessary to make an adjustment 
for quite some period of time . 

Isn ' t the suggestion of Mr . Williamson - it seems 
to me tha t yours is a much more powerful one, this 
suge:estion of the Social Security Board tnat this 
should be regarded as one tox plus another and one 
benefit plus another . It would render the compari­
son a little smoother . At the present time we would 
have n diminishing extra over the Soci al Security 
benefits and this leaves you a fla t extra over the 
Soci al Security benefits - Social Security taxes . 
But event ually it means t ha t t hese extra benefits 
of the railro~d act are being s upported by a one 
per cent differential in the t ax . 

Bave you (Glenn) any figures that would indicate 
t ha t those difference s could be produced by that , 
if t hey *ere 7 percent running up by a ha l f 
percent to 9, something of that ki nd - but jus t 
offnand, forgetting a ll the assum~tions, just 
looking a t the differences ln benefits . 

At the same retir ement age, you•d have to have a 
differ ence of f bout two percent payroll. 

You would? 

(Nods yes) 

That ' s us i ng the aame assumptions as t o the retire­
ment -tha t everybody will r etire at 70 that ' s in 
good health . 

Well , t hat - I was looking into the ultimate ratio 
of benefits. 

Oh I s ee . Well, 1f t he ultimate ratio of benefits 
is ' going to be a difference of t wo percent, oughtn ' t 
•~te t o tie that in some way? In other words , I like 
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Wr. Williamson's argument here that there is an 
implica tion that once you get off on a thing like 
that, this - tha t there ought to be something that 
says in the bill that the tax i s going to support 
i t, Otherwise, you ' re Just giving an invitation to 
every other group to separate f r om the Social Securi~y 
Act; whereas, if the benefit - the additional benefit 
is supported , you have a condition where there is no 
particular advantage for an industry to separate 
from the Social Securi ty bill, and you get back to 
t he only thing t ha t is offered to the private employer, 
and that is the payment of full cost of the supplemen­
tal benefits , and that, I t ake i t , is the aim of the 
Social Security Board 

Williamson: Something like that . 

Buck: 

Reagh: 

What is your (Reagn} position on it? 

Well, I like the five to nine. I think i t i s a 
more logical basis . • s I sai d , if the equiva l ent, 
starting a t 7, 7t , 8, Si, arriving a t St on January 
1, 1946 , r a ther tnan r eaching the top in ' 49 - that 
is roughly equivalent . 

Say, here ' s an inter esting t able that is along that 
l ine, which agrees with t he s t a tement you (Glenn) 
Just made as to t he ultimate differenti al between 
~ocial Security and railroad benefits - agr ees 
r a t her closely a t least . But t his table, after all , 
is based on figures which you gave me and is on a 
present value basis all the way through. 

Williamson: I s t his using 67? 

Reagh: That ' s using 70 for healthy lives . 

Willilll!lson: 67.2 - is tha t wha t healthy and then disabled -does 
t hat come out t o 67 .2? 

Reagh: 

Williamson: 

I never checked t hat . We accepted Wr . Latimer ' s 
a ssumptions as to r etirement age t hroughout all our 
calcula tions . 

I'd feel safer with something of this sort . Disability 
plus flexible retirement age are two rather indeter­
mina t e qualities, and I don't think immediate past 
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history can ever be ~aken with a hundred percent 
credence - I don't care when it ' s taken place . ­
on those things, on the disability and the other. 
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Yr . Glenn, do you think t he proposal of Mr . 
Will iamson that the r ates should be f ive advancing 
a t one percent intervals t o nine, which I take it 
has your (Reagh) support, is indefensible? 

Indefensibl e in what sense? 

Represents too high a contribution on the basis 
of the Railroad Retirement Board ' s calculations? 

It does seem a little high, yes . 

Do your fig ures support a conclusion? 

Well , as a matter of fact , upon the basis of the 
revised schedule which we jus t r eceived from Mr . 
Latimer of estimated pension payments under the 
r ailroad plan &nd compared with the estimated 
year-by- year benefi t payments which would be paid 
under the Social Security plan, the bocial Security 
benefits agree in present values with the figures 
furnished by Yr. Glenn, so that the whole thing is 
in ad justment with Mr. Latimer's figures. A rete 
of five to nine would fell short of paying the full 
cost of the bill on the basis of the Railroad 
Retirement Board ' s own assumptions wi th r espect 
to r e tirement and everything else . 

I don' t see that . What is the five to nine average? 

8 .22 percent is the level amount. 

I t hink that's too high. 

On these figures, Ur. Glenn, which I'd like very 
much if you ' d check s peci fically and point out any 
objections which you have to the basis of them, 
because these figures show e l evel rete of 8.)) .••.• 

The ones in here? 

Yes. 

Don' t you think you should ment ion right now the 
fact that out of that total tax rate, though, there 
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is the Soci al Security rate , which is more than 
enoug~ to provide the Social Security benefits. 
I don t believe Yr. Glenn has got that . 
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Well , it i s based on this general proposition: 
t hat we are adding to the cost of Soci al Security 
enough to pay the benefits in excess of Soci al 
Security benefits. 

In other words, you ' re taking the 6 percent of 
Social Security f i rst and adding the supplementary 
benefits of the Railroad Retirement Act. 

Reagh: Yes . 

Williamson: This is where the 800 million comes in. 

Brown: Yes . 

Williamson: You' re letting the railroads pay the 80J million. 

Reagh: I think it is generally ~sgreed that they should be 
willing to pay that diff erential 1f they are willing 
to take tne differential i f it is in their favor . 

Williamson: I think they ' re right . 

Buck: 

Reagh: 

Buck: 

Glenn: 

In other words, as I understand your argument , Yr . 
Reagh, you make the point that t he railroads , the 
same as any ot her employer, should pay its contri­
butions to the Social Security Act and get the benefit 
of the Soci al Security Act , and that if they are in a 
separate plan they should pay the same contributions 
plus the cost of supplemental benefits; and you say that 
if they do that, on the a ssumptions made by the Railr oad 
Retirement Board as to retirement age, there is an 
8 . 22 level .••• 

8. 33 
•• • 8. 33 l evel rate r equired . I take it that Vr . 
Glenn says there i s an 8 percent, or that the supple­
mental benefits represent a 2 percent level r ate dif­
fer ence. A few minutes ago I think you made thot 
statement . 

Yes 
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So you're within .JJ of a percent . 

I believe, Mr. Buck, that if Mr . Glenn would go 
over these figures, he 1d come to the same conclu­
sion, unless he wishes to change his figures that 
he 1 s previously used. 

That is, if you're going to assume that the rail­
roods are going to pay for the privilege of keeping 
out . . .. 

I take it they'd like to get the benefits but they 
wouldn ' t want to pay the cost . 

May I ask if there is any disagreement here - does 
anyone voice disagreement with the fundamental pro-
position that the excess benefits of the Railroad 
Retirement Act over those whico would be provi ded 
for the railroads under the Social Security Act 
should be represented by en extra contribution over 
end above wha t they would pay under the Social 
Security Act? Is there e •••. 

Williamson: I subscribed to that thesis once. 

Buck: 

Reagh : 

Buck: 

Glenn: 

Buck : 

Gl enn: 

Buck: 

Reagh: 

Glenn: 

That is your (Reagh) position? 

I subscribe heartily to that thesis . 

Do you (Glenn) take tha t same position? 

I'd object t o it if it cost the railroeds anythi.ng, 
yes. 

Would you object to it in respect to the electric 
light companies? 

Well, I'm not the guardian of the solvency of the 
Social Security fund. It's purely an academic 
question. 

Well, I ' ll rule the chairman is out of order . 

Kay I ask lolr . Glenn a question? Would you consider 
yourself guardian of the railroads in this case? 

I do there, yes. 
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Is there anything in the Railroad Retirement bill 

thn t r equires any estimates to be made? I think 

in the Social Security bill there is a requirement 

that the Social Security Board or the Treasury or 

someone should make estimates of cost peri odically • 

• V1111amson: It 1 s in there too. 

Buck: It's in here too? 

Ulliamson: Not of costs, but of the appropriation of the reserve 

fund . 

Buck: I see . 

Reagn: Tnat is a later copy I haven ' t seen as yet. 

Williamson: Hell, I got this yesterday from !irs . Anderson, Yr . 

Latimer's secretary. I ' m not sure what the phrase 

means any more there than I was in the Social 

Security Act. 

Resgh: Yr. Buck, do you mind if I ask Mr. Glenn another 

question along the same line? I should Uke to ask 

Mr. Gl enn if there i s any reason why the r a ilroads 

should be placed in a different position in respect 

to Social Security than all private pension funds 

are automatical ly placed because of the Social 

Security Act; and I mean by that that all of these 

private pension plans ar e providing benefits supple­

mentary to the Social Security benefits, and they have 

to pay the cost of benefits in excess of Social Security 

benefits which they grant . Now, why shoulc the rail­

roads be given any special consideration that you 

aren't wil l ing to concede to even other utilities? 

Glenn: Well, there a re reasons that hove been mentioned. 

Fi rst of all, the railroads were bare first. They 

pl anned before the Social Security Act was in action. 

Secondly, the r ailroad i ndustry is a more or less 

permanent institution, whereas no individual employer 

is. That's a reason. 

Buck: Do I understand from that answer that because the 

railroads were first , you are making the a rgument that 

they should have a plan which depends on the Social 
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Security ••••• No, you don ' t make that argument. 

You make the argument that the Railroad Retirement 

plan should be self-supporting in itself r egardless 

of Social Security . 

And I think tha t if they wish to have any legitimate 

right to stay and carry out the Social Security 

set-up, particularly since the Social Security Act 

does not cover dl gainfully employed people - other 

very broad groups have been excluded •• •• • 

.Yell then, I take it that you would admit that you 

should claim no di fferential in f aver of the r ail­

road pension plan. 

i/elli as a matter of general reasoning or ns a pr ac­

tice matter ? 

To be consistent. 

I 1m afrai d the world is not very consistent, so why 

should I be? 

I think you would 88ain admit that there is no dif­

ferential. 

On a permanent basis, I can't very well see that there 

is, if the t axes under the Social Security Act are 

correct and if these assumptions as to retirement, 

basic as sumptions, are correct. 

There is a further difficulty of assuming the Social 

Security to be a basi c part of this, and that i s that 

every amendment to the Social Security Act immediately 

affects basic benefits here , and you have to r edeter­

mine whet your difference is with each amendment to 

Social Security, and we probably will not be without 

amendments to Social Security . 

I think i t is not a desir able proposition for t he 

railroads to tie up 'Rith the Soci al Security Act . 

They a re getting connected up with something over 

which they have no control. As a matter of fact , 

railroads for a very long time took the position 

they want ed nothing whatever to do with the Social 

Security Act . It was only when t hey were l ured into a 

close proximity to the Soci al Security Act by t he 
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promise of cash benefits that they had reason to 

consi der being connected with it. 
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Suck: Well, I take it that it isn' t our province to go 

into the expediency of having t he Railroad Retirement 

Act as contr asted with includi ng it in Social Security . 

My purpose 1n bringing that up wa s to try to orient 

myself as to how • ••• 

~illiemson: No, it is, though- it i s a part of the story. The 

fact of the rela tionship between the two Boards and 

114r . Latimer ' s and Mr . Winant ' s and Mr. Altmeyer's 

general agreement tha t t he ba sic Soci al Security 

benefits were a part of these benefits, is a perma­

nent point which enters into the discussion. 

Reagh: It was brougnt out specifically in Mr . Latimer's 

original memorandum, 1n which he suggested to the 

l reasury - suggested that very relati onship. 

Suck : Now, we ' r e all in agreement, I take it, that the 

present tax r a tes of the railroad bill are inade­

quate . 

Glenn: ( Nods yes) 

Williamson: Yes, I am. 

Buck : 

Reegh: 

Buck: 

Glenn: 

Rcagh: 

Mr. Reagh and Mr . Wi lliamson propose that the sugges­

tion be made tha t t he tax bill be revised to change 

t he r a tes from f ive percent progressing by one percent 

steps t o nine. 

( Nods yes) 

And Ur . Reagh takes the position that that rete 
itself is inadequate i f t he a ssumption es to the 

retirements is not sufficiently conservotive . Mr. 

Glenn takes ttle position that the rate is more than 

adequate. 

I say more than a dequate if the r a ilroads were put on 

an entir ely s eparate plan. 

You didn't quote me quite correctly. I say that that 

rate in itself is inadequa t e i f you accept a ll of the 

Rail road Retirement Board's assumptions and consi der the 
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Social Security benefits together with the railroad 

benefits and r equire the r ailroads to pay the cost 

of. the excess benefits. It is inadequa t e on that 

basis, even accepting the r etirement age of 70 and 

all of the other assumptions . 

Well , is t here an agreement that t he rate of five 

percent running to nine would be the fair rate if 

we r egarded r a ilroads the same as other employers, 

but an excess r ate if we regarded t he r a ilroads a s 

we do f armers, as a privileged cla ss outsi de of the 

general group of i ndustrial and public service 
employees? 

I agree t o the l a tter part of it, although I don ' t 

know a great deal about the f irst part • 

• ':llli amson: tlhat is the a verage wage as entered in here? 

Glenn: About $1600 . 

Williamson: Because that is very pertinent. If this was $1200, 

there would be quite a different relationship, because 

the Social Security bzs assumed ar ound - oh, we 

accepted $970 at first and then a year later revised 

it t o $1100 . 

Reag 1 : $1100 is the one we used in the l a test f i gur es . 

Willi amson: But i f by any chance the railroads would be down to the 

$1100 figure, the relationship would be quite different. 

Reagh: 

Buck : 

Except that i f the r ailroads are going down to an 

a verage of $1100, the present other groups are going 

down too . There will be & disparity there r egardless . 

Well, in order that 1ve might reply to t he inquiry that 

has bRAD put up to us at this mee ting, might we formu­

late;answer to these first and then go on with our 

procedure? Is that agreeable to everyone? 

The f i rst question: non the assumptions used by the 

Railroad Retirement Board in making cost calcula tions, 

a re the f i gures arrived at by the actucries of the 

Board correct? We are particularly interested in tne 

retirement age assumptions, which when combined produce 
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an a ver age retirement of 67.2 years . We regard 

those estimates a s most conserva tive. A copy of 

t he revised memorandum on costs submi tted to us by 

t he Board is enclosed. We understand that e copy 

of this memorandum has been s ubmitted to the 

Treasury ." 

Is there anybody prepared to offer an answer to 

tha t question? 

1/ell, I should like to ask Mr . Glenn if he believes -

be agrees with the r ailroads that the retirement 

age a ssumptions used are most conservative . 

I don't agree with it, no . 

~/ell then, I take it the answer to that question 

is that it i s the opinion of the group that the 

assumptions as to cetirement age are not conserva­

tive . 

(Reagh, Will i amson and Gl enn 
nod affirma tively) 

Does everybody subscribe t o tha t? 

(t.ll nod again) 

Now, the second question i s •••• Pardon me, before 

we pass tha t - •on t he assumptions used by the Rail­

road Retirement Board in making cos t calculations, 

are t he figures arrived a t by the actuaries of the 

Board correct?" Tha t ' s a pretty general question. 

I guess we answer when we just simply say that we 

don't believe • •• • 

The assumptions - I really a on' t know. 

Willi amson: I think if you make a statement on assumptions and 

don't answer the first part of that , it• s all right. 

Buck : The second part: "If railroad employees were affected 

by Titles II and VIII of the Social Security Act, 

individual railroad employees retiring for many years 

1n the future would receive old age benefits in excess 

of the value of the taxes paid by themselves and their 

employers. Us ing assumptions comparable to those 
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employed by the Railroad Retirement Board in cost 

calculations, what ie the average value of such 

excess benefits during the period from 1937 to 

1970 expressed as a percentage of the railroad 

payroll?• 

I take it we have no answer to t hat . 
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Williamson: The answer about that tax business is that, even 

so, tne t axes paid in behalf of the earlier r etire­

ment people in this program produce surprising 

benefits . 

Buck : But that i s no answer to put down to that letter . 

rleagh: or course , the answer to that is that it is sort of 

a misleading and unfa ir question, because my answer 

to it would be, "If there is any difference or any 

average we could give ther e, so what? It means 

nothing . " 

Williumson: I struggled •with comparing figures on that Railroad 

Reti rement against the Social Security, and here, 

with the range of tnree or four of the elements coming 

in, we said, "Well now, let ' s imagine this fellow is 

working 11hen he ' s away from the r ailroad and he ' s 

working for someone else cover ed by Social Security. 

Is the work that he ' s going to do for the f irst three 

thousand of salary outside of the railroads and 

ther eby all the padding non-usable, or is all the 

•~rork that he ' s going to do for the first three thou­

sand done within the railroads and therefore usable 

vtithin this comparison . " And I decided I didn't know 

a s to how to allocate that three thousand padding in 

Soci al Security. That ' s the one place that abything 

much comes in here to talk about. 

Then we went through and we tried several other assump­

tions . Wyers - I had him do very radical things on 

this side and on this side, and we got about four dif­

ferent answers for all sorts of Uldividual cases, which 

is - the implication there is that the individual t axes 

are paid agains t the individual in each case and the 

benefits coming to the individual are direct ly compar­

able with the individual's ta~es . I doubt that myself. 

In Social Security I 've got a theory now that the 

employer ' s taxes are not for each individual, but they 

are in toto, and that t hey are paid where they got 

together •• • • 
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Reagh: Absolutely correct. 

Williamson : .Vhich makes the figuring again a little awkward, 

because then you•ve got to decide how much you ' re 

allowing to each person. 

Buck: Nell , is our answer t o t ha t that we are not in a 

position to .... 

Reegn : Well, I •d like to make an answer to that question. 

Buck: Ah, there we are . 

ReLgh : If the group here could agree, I should l i ke thi s 

group to agree that tha t method of comparison is not 

consi stent with the basis used in computing the cost 

of the r ailroad bill . 

Glenn: In other words, because that i s a temporary thing . 

Reagh: If you mu3t compute the so- called savings because 

Buck: 

Reagh: 

of the exclusion of the r ailroads, then let ' s compute 

the cost of the r ailroad bill in identically the same 

manner. There you woula find huge deficits in the 

railroad plan, if you used the identical method of 

sho•A'ing either savings or defi cits . 

Now, I think that we should, a s a gr oup of actucries, 

certainly come to an ~greement tho t the method should 

be tnrown out the window. 

Our answer is that in vie.v of the fact that under the 

Social Security Act and under the Aailroad Retirement 

Act the benefits and contributions - the benefits and 

taxes are so arranged t ha t the benefits decrease and 

the taxes increase it is fa ir to suppose that under 

both the Railroad Retirement Act and the Social Security 

Act the benefits paid to those retired during an arbi­

trary period in the immediate future will, depending 

on period taken, exceed the value of the t axes col­

lected on account of the same employees. 

I ' m not sure that I got that . 

(Repor t er reeds above sta tement) 

l'lilliamson: Well, you 've got the point there that 'Nhen you come 

to the individual, if you're thinking about 1t there -

now we ' re back to the Soci al Security - as to what 
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those are- but anyway • •• • . 

No, we ' re going to compere that with some other cost 

f i gures, so tha t if we make a comparison we must com­

pere it with a set of figures calculated in the same 

way. 

~ell, I was trying to avoid the technical presenta­

t i on as you are making it. I ' m Just trying to bring 

out the fact t hat the Social Security bill, in a 

measure, by r eason of the first three thousand dollar 

salary computation, and the Railroad Re tirement Act, 

by reason of allowing prior service credit, must a s 

an actuarial arrangement, wherever you have the level 

rate, result in t hose tha t retire in t he immediate 

fut ure getting out more than the contributions they 

have made. 

And of course that is true of all pension plans . 

And t ha t is true of all pension plans, yes . 

This supposed differential that t hey pulled out there 

is probably a r ather ar t i ficial thing. 

"Given the assumptions of t he Re tirement Board, and 

assuming the availability of the excesses r ef,rred to 

in the preceding question, would t he actuaries advise 

proceeding on the b asis of the proposed agreement, with 

the understanding tha t both the l abor organizations and 

carriers will agree t o ad jus tments i f and when actual 

experience shows such to be necessary?" 

The answer is, "No, unl ess the agreement is incorporated 

in the bi ll . " That ' s pretty ••• 

Pretty snappy answer. 

I ' m arriving at tha t answer -and I don't want you to 

phrase it t hLt way - on the evidence t hat I t ake has 

been in the hands of you gentlemen, and you all agree 

that the t ax rate is inadequate, either taking the 

Railroad Retirement bill by itself or taking it in con­

Junc tion with the Social Security bill. Now, I 1m 

depending on you gentlemen for that answer. I ' m not 

trying to put anybody in the hole. NoN, does anybody 

else - does anybody offer •••• 
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Hill i amson: May I read that? 

Reagb: 

Buck : 

Brown: 

BucK: 

Reagb: 

'1/ha t is our answer? I'm not sure t hat I have it 

clear . 

I think he wants a •yes" or 11no 11 ans'Ner to the third 

4uestion. That is what I presume be wants . 

He starts that Question, "Assuming the avai lability 

of the differential mentioned above, " though. 

Yes . Well , that's a very highly controversial matter, 

as to whether there is any differential avai lable, 

and one set of calculations necessarily gives you a 

differential, depending upon the periods you use, 

and the other one, over the longer period, won' t . 

You dOn't tbink we should as a group here point out 

any inconsistencies about using tha t type ba sis for 

showing a differential. 

Buck: I don ' t see how we can without reflecting on somebody 

that is involved . 

aeagb : I don 't want to do tha t, certainly . 

\'lilliamson: The earlier thought was that age alone should give a 

differential; tb&t ~as the thought tbut came in here . 

Here you had a very much larger proportion of people 

going on pension in the railro~ds than you had in the 

general run, and tha t you ought to have, therefore, 

Buck: 

an adva.ntage to the railroads . I tbink it was logical; 

it looked reasonable, just taking it by itself. 

Then, going from that, the further development became 

a little less rational, as the benefits •• • 

We can't develop your theory ~ithout a ssuming that 

you ' re going to t hrow the Social Security bill out of 

whack . The t ax r ote is going to be too high or too 

low, depending upon whether you produce a surplus Ol' 

deficit . So I think i t ' s better to let a sleeping 

dog lie. That ' s my impression, since we ' re all 

agreeing . 

Now, if that disposes of tha t letter and somebody is 

going to Nrite a nice answer, I take it - you (Glenn) 

wrote the letter; why can't you answer it? 
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You should write the answer, Mr . Glenn . 

Write my own answer? 

I think you had the answer to begin with. 
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Now, aren ' t we supposed to come back with sollle kind 
of a •••• 

Definite program. 

• •• • definite program, yes . 

I take it ~hat you (Glenn) feel r ather disinclined 
to f avor t he suggestion offered by Kr . Latimer - I 
don't mean La timer; I mean •.• 

lol r. Williamson. 

• .• • l.lr . Williamson and Mr . Reagh . 

Glenn: Yes 

Buck: 

Glenn: 

Buck: 

Whet would your proposal be? A flat 7 per cent from 

the outset? 
Uy proposal is to r efund ell taxes collected prior to 
this year, dr aw en initial r ete of 7 percent without 
any scheduled increases , but be careful not to commit 
ourselves very f er as to whether that is going to be 
sufficient for more then •• • . 

How would you put tha t in the bill - about committing 
ourselves very fer? 

Wi l liamson: Can•t . 
Simply say tha t the tax should be refunded end t he 
rete be 7 percent, and this t ax •shell be subject to 
change from time to time by the Congress . • 

Buck: 

Glenn: 
I think the way they do it in the present Retirement 
Act is to make the tax for e specified period. 

Wi lliamson: And make no provision for the future . 

No - forcing a reconsideration of it at regular 
intervals. 

Glenn: 
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'li ill1amson: Decennial? 

Glenn: I should phrase it this way: tha t the tax rate put 
in the bill should not be a permanent rate applying 
hereafter , but should be for a specified period and 
should be extended for speci fied periods . 

Buck: That puts it up t o Congress to d ecide whether to tax 
the r a ilroads at all, and if so whether to raise or 
lo'lter the rate, r ather t han to the actual liabilities , 
which I understand f or cons titutional reasons you don't 
want to bring in the pi cture . 

Glenn: Yes 

Buck : But i sn't that a r~ther dangerous t hing to suggest­
just a tempor ary tax like that? Wouldn ' t 1t be better 
to put in a tax along the lines of Mr . 7/illiamson•s 
suggestion? Beor. use t her e are going to be very power­
f ul influences to keep tht t t ax below wha t i t ought to 
be; that wi ll be concentra t ed, whereas t he general 
public would be making up the difference, i f any, and 
will not be concentra t ed . Wouldn ' t it be better to 
put in a t ax such os he suggests and t hen lot the 
concentr a tion co1ne down where it m&y? Other wise, it 
s eems to me you ar e putt!~ the Congress in a very 
difficult posi t ion. 

Glenn: Di dn ' t you put them in e difficult position when the 
tax was up for reneNal a couple months ago? They 
calied on the Railro'ad Retirement Boar d to state whe­
ther the tax should be continued at the same r ate or 
not . The Retirement. Board told them they should on 
t he ground that we nad no particular reason to do 
other.vise in v1e·11 of the pending litigation. 

Buck : ,'iell then, I understood t hat your proposal is tha t 
we recommend a change of t he r a t e to 7 percent to 
run for a period of two years or three years? 

Glenn: I don' t know just what period, but for a defini te 
period . 

N1111amson: '1/ell, of course, tha t proposal averages up roughly 
with this t hing for t he next fifteen years; this 
five to nine over a fifte en year period, three years 
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in each thing, would be equivalent, so that for the 
f irst fifteen years, roughly , the i ncome would be 
almost t he same. In foot , we ' d be a little ahead of 
the game on the t heory of the interest on those 
early excess payments . 

Glenn: Thi s flat rate is definitely more acceptable than 
the scale-up rate . 

Buck : It is? 

Glenn: Yes 

..Ull11lmson: Well, there is a precedent . Your employees in general 
on pensi on plans go in with the flat r ate while they 
are in, even though you differentiate by employees . 
The hope is that you con s et it for them . So that you 
do have t hat feeling on the par t of the employees; 
they'd like to be definite. 

Reagh : It seems logical ordinarily in a private pensi on plan 
t o set a t least the employee contribution rate at a 
definite r a t e to stay , but of course the balance has 
to be paid fo r by the empl oyer, whatever i t may be. 

Will iamson: Oh, they don 1 t ••• • 

Glenn: 

Brown: 

The l abor organizations were so much opposed to the 
increasing rate t ha t t hey hod me figure out a contri­
buti on rate for the employees depending on their age 
on tae ini·tiel d ate, such t ha t anybody who was fifty 
or over would immediately have to pay a )~ r a te. 
They wanted to favor these fellows a t higher ages by 
a lower rate, and the l obor leaders said if they would 
be so brash as to go aown on on inltilil r ate of 4'/. 
scaling up to 7 or 8 - scaling up to 7} or 8 , t hey ' d 
be thrown out . 

May I ask a question, Mr. Buck? I ' d like to a sk Mr . 
Glenn if the proposed scale-up in tax r ates which 
was in the bill sent over here to the Treasury had 
received the blessing or the employee organi~ations . 
That proposed bill , which I understood was the r esult 
of t heir negotiati ons, di d have the scale-up from 
f ive t o nine , and now we ore told they agreed to a 
scale-up rate. 
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They agreed to it very reluctantly. 

I see . 
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Williamson: There's one other point; they haven • t had, so far as 
you know, recently, an actuary , have t hey? 

Gl enn: No . 

Willi amson: 1ha t•s the employees. The employers haven ' t used 
theirs very much either r~cently, have they? 

. Reogh: 

Glenn: 

Bucl{: 

Well , Wr . Glenn, if I understand what you have said 
before, your calcula tions, taking the railroad bill 
by itself, without r egard to Social Security, show a 
7.11 percent, which you also say is based upon assump­
tions which are not conservative. In that case, 
wouldn't you prefer to start out with 7! percent 
then, and at least go above r a ther than below the 
r ate indicated by your calculations? 

Can't put in too much money to suit me, but I don' t 
think you can get more than seven to start with. 

Why would there be objection to havi~ a 7% rate 
increasing by a half percent to 9 - s;, I mean. The 
point that sticks with me is that apparently the dif-
ference in these benefits i s 2%; now, bow in the 
world can you go ahead and recommend to Congress a 
plan which gives the railr oads greater benefits by 
2~ without putting the Congress and putting the 
President and putting the Ra ilroad Retirement Board 
and Social Security Board on t he spot 1n respect 
to these other groups? Now, I - I'm not throwing 
a wrench - trying to throw a wrench. I'm trying t o 
get this - that I know that I personally have got 
to face this argument in New York within the next 
month with a big l abor organizati on, and they sey, 
"Why shouldn ' t we have it?" Now, I don ' t see that 
you can tell them anything except that nyou ought to 
go get it" if they can get a differential which i s 
better t han the contribution they have to pay . 

Williamson: They haven ' t such widespread contacts, have t hey? 

Buck: I know, but that's what we 're here for . After all, 
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we ' re supposed to be practical men as well as 
ac t uaries, and we're all experienced in this . 

236 

'.'li111amson: Well, isn' t t ha t a part of the answer - that they ' re 
not so apt to push tha t thing through? 

Buck: 

Glenn: 

buck: 

Vlell, I don 1 t know about that "so apt to push thiS 
thing through" because I have an i dea tha t when they 
get going they've got some str ength . One of these 
unions had 87, 000 members the l ast time I worked for 
them. 

I doubt that that group could pr ovide a retirement 
scale of benefits for t he pr oposed Retirement Act tax 
r ate or my pr oposed r ate of 7 percent . Railroad 
employees average about 45 years in age . Prior ser­
vice averages around 17 years . And I am pretty sure 
t hat their group doesn' t have charact eris tics l ike 
tha t . 

They enJoy l ong l ife; I know that . 

Vlill1amson: Without the railroad hazard. 

Buck: I was talking about the railroad employees; they 
live forever. 

1'11111amson: Wel l , there is an excellent thing - actually the 
mortality used was the combi ned annuities for 
your healthy lives instead of a populat i on t able. 

Glenn: 
llY annuity table gives annuity values of about two 
per cent over the table whi ch repr esent s the ac t ual 
experience of r ai lroad companies. 

Williamson: I wouldn ' t think you' d object to a r a te for a given 
number of years. As far as that inadequacy i s con­
cerned, I think if five to nine is all right Cor 
fifteen years, well , seven would be adequate Cor 
fifteen years . But i s that then regar ded, whether 
we say so or not, as pret ty near the belief that that 

Reegh: 

is the adequate r ate? 

I t h1nk any report that t hi s group should make should 
state s pecif1cally that they do not believe such a 
rate would be adequate . 

Williamson: Oh yes, so do I. But would t he just introducing one 
rate 1n t his thing be generallY r egarded by Congress 
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as a permanent rate? 

Reagh: I think it would . 

Williamson: My thought is that you can' t lug into the bill the 
suggestion that probably it i s going to go up the 
next time. 

Buck: Nell, I•d like - I like the suggestion that you 
(Williamson) make, because it seems that comes 
more nearly getting out of the woods then aQYthing. 
Results in elbowing the one ?ercent d ifferential. 

1\'illiamson: Tnere 'lfouldn1 t be aey diffi culty practically in 
twenty years. If it then has shown t o be too much, 
t here should be no difficulty in putting through a 
reduction. 

Reagh: Certainly you don't need t o wait twenty years to find 
out whether seven percent -you don't have to wait 
until the fund is exhau~ ted or a ny theoretical fund 
exhausted . 

Williamson: You will know a lot more about it in twenty years than 
you do at the end of five years . 

Reagh: I think you ' d know very definitely at the end of five 
years whether or not seven percent bad a chance. 

Williamson: The way they actually r etire, even the next five 
years, I ' m not so convinced - is not indicative. 

Glenn: 

Buck : 

I think there is no question that t he higher initia l 
rate is much more acceptable t han the higher ultima te 
rate. 
Well, do you think 1t is the practica l thing to put 
a seven percent in and leave the bill hanging in the 
air as to whether that rate needs to be increased? 
On the basis of your figures , it would need to be in­
creased . On the basis of Mr. Reagh 1 s figures it would 
need to be increased . It seems to me the minute you 
suggest a seven percent rate and say that it is inade­
quate, you leave a kind of a doubt in the minds of the 
employees and t hey ' d fear an increase like that more 
t han a stated rate. Because I should think they ' d 
have - they ' ll come very nearly to keeping the rate. 
They will not let you increase that r ate very much 
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after you once set it without a definite scale-up. 
They 'll be in the same position as policemen and 
firemen are in an ordinary town . They are a con­
~entrated gr oup to put the pressure on politically. 

t is very a iff i cult to meet from an actuari al view-
point. 

There seems to be no particular fear of the temporary 
rate of seven percent under the present Act, although 
we t old them ·•hen they were holdi ng hearings on the 
bill that the particular act would very likely cost 
them ten percent . 

This new act is much less liberal than the original 
act , is it? 

It is somewhat less liberal . 

~/ell, 1f you put out the first act and told them ten 
percent, you c an' t very well tell them you ' ve changed 
your assumptions and r educed your cost . Otherwise, 
they ' ll want you to change your assumptions again, 
won' t they? 
"ell, no, we can say tha t the present Act has a com­
pulsory retirement age; it a lso has a provision which 
doesn ' t exactly compel an employee to r etire at 65 , 
but certainlY strong persuasion. 

You' ll put it on the ground that people will stay 1n 

longer? 

Yes 
I think t~t is a sa fer one to use. 

And put it on an even stronger basis than that; it is 
the opinion of the r ailroad employees and the railroads 
that our previous assumptions would not be justi f i ed 
under the present Act. 

We had previously agreed on that. There is no question 
about t he actuarial figures that Ur. Glenn has on the 
basis of the retirement age of 70 for heal thy lives, 
and I think that the ac t itself - new bill - definitely 
jus tifies a new assumption with r espect to r etirement 
age . However, we have also agreed that the assumption 
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that the heal t hy lives r eti re at the age of 70 
is definitely not conservative. 

Well , wha t you s ay here - I ' d go a long with Yr. 
Williamson ' s suggestion . But I - it seems to me 
you've got to do sometn1ng . Otherwise, you put 
yourself in a very indefensible position on your 
seven per cent . I mean your own sta tements - I ' m 
not trying t o g et you in u corner; I don • t think 
we •re here f or that purpose . But I ' d like to see 
something here that ultima tely would carry some 
differential tha t i s more then 16 2/) per cent . 
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And I haven ' t anY doubt in my own mind , f r om the way 
they tried to give away the Job of the engineer on the 
20th Century - tile other engineers, t hey were a ll 
-aiding and abett ing on having him exami ned to see 
whether be 's got any hear t t r ouble; and what all they 
don't do to get his Job, bec~use they all bite off 
his job the minute he v acates it . I can see, when 
t his gets going - I wouldn' t be at ai l surprised to 
s ee it push it down to 67. I 1ve seen so many places 
where t hey pushed down the reti rement age before 
they fully r ound their accrued liability. So I 
certainly Nouldn' t want to champion tha t 70 year 
business . 

And from your (Glenn) viewpoint it seems to me it 
would be much s afer to start out our way . I think 
that this is coming to us; now, the railroads haven ' t 
employed any actuary, as you say, but t he Government 
is doing all the work . 

Well , the railroads ha ve . 

Yes, but not in connect ion ••• 

Yes, actuaries . 
Uespite that, t hey go on and say the rates - i t seems 
to me t hat Br eiby is working i n the interests of having 
the rates held Just as they are, because it seems to 

me • ••• 

Well, I think Fackl er and Breiby were very c areful not 
to commit themselves publicly, but their private 
opinion seems to be ••• 
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They would advise the railroads to go into i t . 

Privately I t hink t hey agree with me that this is 
a very .. . • 

240 

••• very good buy. Well, 1t seems to me 1t i s . 

Can't you modify your suggestion somewhere t o mee t 
these arguments and we 1ll get to n conclusion that 
will be unanimous? 

Glenn: lYell, I can't very wel.l advoca te a higher rate a t the 
present time on the basis of any information that we • •• 

Gill1amson: Haven't you checked this, and shouldn't I again shoot 
~yers over to help out with it, so that we Jointly 
revie·w their data here which has been submitted? 
These figures are t errible . Starting in at 2.07 -
extra, I mean - extra tax rate of 3.16 down here, t o 
).80, coming down at the end to only 2. 88 above that . 
That ' s Column 4· 

Buck: I see that, but that is ••.• 

Williamson: I know that still has got this differentia l business 
in there. It i sn ' t as bad - t oke the next one- doesn ' t 

Buck: 

have the differential in. 

As I read this, does this tell me, or is this desi gned 
to tell anybody, in Column 4, that we need the Soci al 
Security Act taxes plus the tax shown in Colunn 4 to 
cover the differential? 

Reagh: Yes, that is based purely on the assumption tha t we 
combined Social Security and this t hing, treat rail­
r oads as a supplementary system. 

Williamson: But your excess figures are awfully high for rates 
that are as little above Social Security - that is, 
when we get them finally to the seven against six, 
when this shows that you ought to have three percent 

more . 
Buck: Yes, but seven and six, to my mind, is entirely too 

close, because my -I don ' t see how you can support 
t hose benefits by a differential of one percent. And -
I am just speaking by proportion - if you liberalize 
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your benefits as much, add a disability benefit 
and a more liberal retirement benefit, end finance 
the whole difference on one percent, you•ll build 
up an age 60 r etirement here before long . Because 
you can ~isable a railroad employee by these pluck­
ing boaras . They still have plucking boards I take 
it, or they did have them on the New Haven when I 
worked there . 

1111111<mson: Your earliest retirement disability would be 50, 
wouldn't it, or maybe 48? 

Glenn: 

Buck: 

Glenn: 

Buck: 

Glenn: 

Buck : 

Glenn: 

Buck: 

llaybe 45. 
7/ell, what I see is that you are giving them a disa­
bility benefit which, in my experience, with a 65 
retirement age, is a very difficult benefit to finance 
with one percent of the payroll; and then you're giving 
them a more liberal service retirement. 

Should we put in - 1f we put in one percent for disa­
bility a l.one, I would.... You know, the German r ail­
roads ran their di sabilitY benefit for all i t was 
worth . One percent wouldn' t cover their disability 
alone . And how mani r ailroad men that you see who 
have lost a ha nd or an arm •.• • 

Doesn't necessarily entitle them to benefi ts. 

No, it doesn ' t, but once they s tart coming after you, 
you'll be in a very difficult position, I should 
think . 
They bad a provision in ther~ which you may or may 
not know, tha t if a person works anywhere during the 
month he is not entitl ed to any allowance for that 

month. 

Suspend hiS allowance, yes . 

In other words, our disability provision here is 
even more restrictive. Of course, the Board has the 
power to approve or disapprove of these claims. 

Yes but won't you have to carry on the ordinary 
dis~bility t hat t he ordinary industrial organization 
expects? In other words, it seems to me the Govern­
ment is 1n the position of a carrier once you bave the 
tax rate fiXed; that tne shoe is then on the other 
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f oot . The minute you can get an employer in the 
position where al l he has to do is recommend dis­
ability and the employee that i s going to get his 
job will acquiesce, so you get two employees neu­
tralizing themselves more or less, I should think 
you1d be up against a very difficult t hing . The 
very thing that keeps the insurance companies today 
from l'ft'i ting aisabili ty is not because you can ' t 
successfully write di sability on the pension plan, 
but because you've got the employer too willing to 
recommend disabi lity. Where he's running his own 
fund , he won't look a t i t , but where he's running 
a fund somebody else is paying for, it's a different 
story . 

Well, we have (';Uite a number of di sability cases 
recommended by the employer under the present Act , 
a nd even with our more l iberal disability provision 
we ha ve turned down a fairly large number of them. 

Well, ar e we going t o have any motion? Does anybody 
make a motion tha t we ' r e goi ng to debate? 

Well , I ' m still in r avor of refunding all taxes col­
lected previous to this year and amending this pro­
posed tax bill to cal l f or seven percent for some 
speci fied period . 
'llell, may I ask a 14uesti on on that ? Are you speaking 
now from the standpoint of wha t «e can get from the 
r ailroads or thinking about their willingness to accept, 
or are you speaking as an actuary of what should be 

done? 
'1/ell, i t is a ver y practical suggestion. I know tha t•s 
about all we can get out of it. 

You don't think that there is any chance at all that 
the ra i lroads would give up these back taxes - that 
we must r ebate back taxes to sa tisfy them? . 

I think we•ll have to r ebate them in order to draw 
the reilr oads into this proposition. 

Is that a matter that 1s referred to us? Do we have 
t o give an answer t o t hat or Just let it stand? 

It is a matter which bas concerned Yr . Morgentbau. 
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I ' d say ~- Yorgenthau i s very much concerned over 
that, because he has alr eady anticipat ed those 
revenues i n t he 1937 budget, which therefore 
upsets our financial pi cture for •)7 and •)8. 

~es , but if those taxes were collected, would they 
not be an asset of this fund? 

It would if there •~tere any r eserve pr ovisions in the 
bill . Apparently we are setting up a system here 
which collects taxes on a reserve basis but there 
is no provision for a reserve. 

" illi6mson: Yes , ther e is a reserve, just like Social Security. 

Present Actdoesn1 t set up any r eserve, and there is 
no doubt we use some of the money we coll ected from 
the r ailroads to balance the ••.• 

Glenn: 

BucK: 

Glenn: 

Buck : 

Glenn: 

Buck: 

Glenn: 

Rengh: 

Has the money been collected? 

I thought i t was ·an impounded . 

Any money been collected from the r ai lroads? 

Very l ittle . I should be very gl ed to s ee a higher 
i ni tial t ax rate, but I just haven' t any facts tha t ••• 

I don' t see how you can r efund it if you can't collect 
it . 
Oh, I ' m ~uite sure t hey ' re going to get it beck . 

Is this the bill t hey 're going to propose or t he 
one . . . 

'1/illiomson: I got this from Yr. La timer ' s secretary yesterday. It 
is my understanding that it is the most u~-to-date 

Glenn: 

thing t here is. 
It should carry the date of Apri l 6 on t he front . 

I f eel that this tax rate of 7 percent isn' t going 
- if it isn' t going to be high enough, why, I simply 
have to stat e that it i s a matter of intuition as far 
as I'm concerned; and t hen I immediately tell me that 
my intuition i s not very good, that when we can get 
some definite facts to show that the rate should be 
higher, I think we can force an increase in the t ax 
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rate, but until we have some definite ioformttion •.•• 

Are you (Reagh) prepared to substantiate the r ate of 
five percent going up to nine? 

Yes indeed. I think that Mr. Williamson and Ur. Glenn 
will both agree that when we tie the Soci al SecuritY 
together - tha t is, if we provide a tax r ate which is 
sufficient to pay t hese excess benefits, then I am sure 
Ur . Williamson and llr . Glenn will both agree that a 
tax r ate of five to nine would not be more than an 
adequate rate. 

'.?ell then, 1t boils down to this: t ba t !lr. Reagh and 
lolr . 'llilliuson conceive of t oe tax rate of five percent 
advancing by one percent s teps every three years to 
nine , a s being the correct r a te on the basis of the 
assumptions made by tl1e Rai lroad Retirement Board, and 
suggest that as an amendment to the tax bill; end Yr . 
Glenn suggests instead of tbat that it be a seven 
percent , but on the basis of the calculations of the 
Railroad Retirement Board that rate will probably be -
is inadequate and will be sub ject to l ater modification 
upward if t he assumptions now made are correct. 

Well , no, if the a ssumptions no·11 made are correct, 
why, seven percent is probably sufficient indefinitely. 

I thought you said a minute ago that i t was 7 . 11. 

Well, I'll deduct f ive percent Sor roy salar y and •• • • 

I'd like to nave the present value of . 11 of one 
percent of t he railroad payroll . 

Willi iiJilSOn: 
Tha"t act, as I read it through·, does not tie it up 
to Social Security in any other way except by t his 
separate reserve account. This doesn' t seem to carry 
through that thought very thoroughly. That 's the one 
place; it does .put it into t his same reserve account 
here, but the tie-up isn' t quite so close as I thought 

Reagh: 

Buck: 

it would be. 

I haven ' t read tha t draft at all . 

Well, aren't we discussing not this bill, but the bill 
t bat was before it? 
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Williamson: This is the only bill I had seen . I hadn't seen the 
earlier bill. 

rleagh: 

Glenn: 

Reagh: 

Glenn: 

Buck: 

Glenn: 

Buck : 

Glenn: 

I think Ur . Glenn can explain any differences . I 
don' t think there are any differences at all in the 
benefit provisions of the vari ous dr afts. The only 
thing in this new bill i s they have apparently set 
up a r eserve fund system, and the reserve is to be 
the old- age reserve account of the Soci al Security 
Act . 
The very latest addition sets up a railroad r etirement 
fund and provia es that each year there shall be trans­
ferred to this fund enough to provide for payments 
and for a reserve against contingencies . 

There have been no changes in the benefit provi sion. 

No changes in benefits . 

Well , what it seems to me to boil down to on a basis 
of value is that we know from the calculations that 
the rates now in the bill carry it for some length 
of time , b ut they will not be adequate over the long 
term. '!le also ltnow that they do not represent a proper 
differential of the increased benefits, assumine all 
this prior service liability • 

• 1ell , I question that statement. The one percent would 
be adequate for tne additional amount if you had e much 
higher retirement age .on railroad employees . 

Yes, but previously I understood that the differential 
over a period was about two percent with the Social 
Security Act. 

f'or the same retirement age . 

~·or the sa.me r etirement age . Buck: 
Clenn: Soci al Securi ty Act is said to have - or be suffi cient 

to suppor t e r etirement age any ... here from 66! upwards . 

'111111emson: Yes . We ' ve been talking 67! . 

Reegh: 
We talked 66! - appar ently get the same answer. 
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Williamson: 67!, and of course no disabi lity. 

Buck: 

Glenn : 

Buck : 

Glenn: 

Buck: 

Glenn: 

Buck : 

Glenn: 

Buck : 

Glenn: 

Buck: 

Reagh: 

Shouldn' t there be written into this benefit section 
some s cheme by which you evaluat e the liabili ty under 
this act, just a s you would any r etirement fund and 
find out what you need to collect in order to s~pport 
it? Is it the thought that this would be run on a 
cash r eserve basis or reserve basis? 

On a reserve basis . 

On a reserv~ basis . Vlell , shouldn' t there be a pro­
vision in the benefit section so that you people could 

·make valuati ons on the basis of the way experience 
·develops on it? 

No . 

Why shouldn ' t t here be? 

Because we just pay out money. We don' t take any in. 
So we have a net loss for the year of whatever we pay 
out. 

But somewhere there ought to be an actuarial valuation 
made periodically of the contingent a ssets and liabil­
i ties of t hi s fund, to s ee whether you are drift ing 
into a hole or not, it seems. to me • 

.Vell, t hey plan on doing it, of course, but then I 
don ' t know where you could put i t in there. You ' d 
have to put it i n the tax bill. 

No, i t shouldn't be in the tax bill because i f you 
do that it will be open to a constitutional objection, 
won't it? 
They are open to the constitutional objecti on if they 
put it i n the benefit bill . 

Well , there ' s no ob jection t o having a check on what 
you ' r e paying and on t he taxes by which t hose payments 
are supported . 

They have done that in the case of t he Soci al Security 

Ac t . 
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We bad a meeting in New York end our conclusion was 
this : that f r om the da t a submitted the tax r ate was 
too low, and that on the assumpti ons it was - one 
person could have an assumption and defend it by 
a reasoning , and someone else could have a di fferent 
a ssumption and d efend it by r easoning ; ther e was no 
absolute pr oof to support the assumptions one way or 
the other - and tk1at there should be put into the 
benefit bill a provision providing for a periodi cal 
valuation of wha t the liabili ties are by the Govern­
ment. 

Don't have any liabilities . 

'1/ell, it should be put in for someone that might have 
liabilities. 

Until the constitutionality of the Government ' s r unning 
t his insurance business is a l ittle clearer, I don ' t 
think, when you go to all t he trouble of having two 
separate acts, tha t is , tax on one side •••• 

I know, but we 're going into a private undertaking . 
The Government is here , i sn ' t it - it is actually 
singling out one group, provi ding addi tional benefits 
for them. ~nd it isn' t a question of carrying on your 
reserve basis, but it is a questi on, in my mind, of 
t he Government knowing what its liabilities are, or 
somebody knowing what its liabilities are . 

Can I suggest this , Ur. Buck? What harm would there 
be in this group, purely as an actuari al group, recom­
mending that such provisi ons go into the benefit bill? 
And, of course, if the legal a epartment sees f it to 
throw that out because of constitutional objecti ons , 
it would have to go . But I should l i ke to l eave tha t 
point to the l awyers, a s to whether or not that is 
ob Jectioooble . 

I think it i s too obvious t hat it i s objectionable . 

Well , generally speaki ng, it would be the logical, 
sensible thing to do , wouldn' t it? 

(Nods yes) 

Well , why shouldn' t we recommend it? 
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Willi amson: This time I think I agree with Glenn, on this basis : 
that this thing is clearly a pay- as-you-go proposi­
tion, pretty close to a pay-as-you-go proposi tion, 
and you've got a touch lower slope of increasing cost 
than in Social Security. You've got an old gang of 
people here and the upward trend which i s present in 
Social Security isn ' t here . You ' ve got o lot of old 
people and you' re giving full credit for past service 
here. You' ve got a completely different line-up than 
with this defer r ed benefit in Social Security, where 
you have quite small benefits at the start and plan to 
go up r a ther sharply on your average benefits as you 
go along . On t his one, you aon 1 t expect to give much 
larger benefits la t er t han you are giving now, and you 
really a re getting over into this field of the real 
pay-as-you-go phllosopny; t hat is, these empl,oyees 
&re paying their money in quite happily to hel p out 
their seniors and, as they go along , with such impli­
cations as are carried in the bill here ••.. 

Buck: Then doesn' t it repea t exactly what the old police 
and fire funds did? All the old unsound pension funds 
of the country started on that basis . 

'1/illinmson: Well, t hey started with a gang of youngsters, di dn' t 
they? 

Buck: 

Will i amson: 

No, I think thbt the orainary corporati on and the 
ordinary municipality waited until it got peopl e so 
old that t hey had t o r etire tnem before they s t nrted. 

The whole point of my argument is that nowoere does 
t oere appear a record of liabilities under this fund . 
There is no objection wnatever to reducing this 
r etirement a ge from 65 to 60 , and nobody knows what 
tne liability involved is . I'm not arguing for a 
reserve base pension as contrasted with the ca sh 
pay- as-you-go basis, but I do think tha t if this 
thing is always kept in a mysterious state of let ting 
t he future take care of itself •.. • 

But you're lugging in here all the fellows who are on 
pension already . This is quite a different thing 
than we have had before. Actually, you have jumped 
right in, taking kind of an old outfit here, handing 
out at the beginning, and that trend, that increasing 
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trend, isn't so dominant, and you are really getting 

into a pretty well established outfi t , already very, 

very old . 

Bow do you differentiate it from the Federal employees? 

They started with the old outfit. We retired them at 

97 years old, retired them at 115 years old. Now, 

what difference can you make between the Federal em­

ployees that s tarted with an age 70 retirement age 

and cash disbursement basis and no idee of the cost, 

and they ran along , they used the money of the young 

employees to pey·out to the old; th~ rolled up en 

excess of receipts over disbursements of 74 million; 

then the demand came to have )0-year retirement regard­

less of age . The Evening St ar of Washington advocated 

a change on the ground that a system that had operated 

with a 74 million dollar surplus - the Government had 

never contributed - they certainly should have the 

)0-year r etirement. Now, the only thing that prevented 

the passage of that bill was the statement prepared of 

the liabilities under the existing bill, and what the 

change in liabilities would be . 

You don't need to have a reserve basis to know what 

your contingent liabilities are on your two bi lls. 

Now, I have worked for clients that have worked cash 

disbursement basis funds and they know pretty well 

where they stand on liabilities. They buy subsidiar­

ies and sell subsidiaries, and they are in the know 

as to liabilities. And I can' t think of eey valid 

argument that we actuarie s can put forth as to why 

we shouldn' t recommend to the Government that i t 

put on a measure of this kind something that lets 

somebody know what the liabilities are. 

Now, why shouldn't it be in the bill itsel f? Who's 

going to pay to make a valuation of the fund if none 

i s r equired in t he bill itself? That is a sizable 

undertaking . And I never have yet found a gover n­

mental fund t ha t made an ac t uarial v aluation of its 

liabilities until it was almost requi~ed to. 

Mr. Glenn makes the statement, v ery properly so, that 

all he's going to do is to disburse money and act as 

the adJudicator of cla ims. Well, I should think that 

is probably wher e he would stop . Be cer tainly wouldn't 

want to come out with a valuation showi ng heavy 
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l i abiliti es of the fund unless he was required to. 

I am a rguing with you (Glenn) because you say that 

you think such a recommendation i s inadvisable . 

Wil l iomson: I n this brace of acts here it seems to me that you 

have very car efully separated the two bills, indi­

cating that ther e i s not t hi s fund relationship 
here. 

Buck : That I don't argue. I think your point i s well taken 

there. 

llillinmson: Well - and i t seems further to me - then you get by 

and you say, "This is merely a separ ate thing, and 

we are merely going to run this valuation" - i t 

seems to me that you do bring up the point t hat we 

have, after all, something qui te different. Maybe 

you should face the issue right off the bat. 

Buck : The argument is that here i s a tax tha t is going 

into the Federal Treasury under a tax bill , and you 

substantiate it on the ground of your taxing ~ower of 

people engaged i n inter state commerce; and that, I t a.ke 

it, is t he ~osition by which you hope to sustain the 

bill . Now, on your benefit scheme you have direct 

benefits being paid by the Federal Government, just 

as the Canadi an annuity system i s paying benefits to 

many people there . Or you might have any private 

empl oyer , wi thout assessing any tax on his employees, 

paying benefits . 

rlow, when you embark on a thing as far-reaching as 

this a nd so tremendous in i ts l i abi liti es, shouldn ' t 

you, when you put on t he books of the Treasury 

liabilities of this kind, which you admit you1re 

not supporting •!"rom any taxes, it 1 s an out- and-out 

disbursement of monies - shouldn' t you have a provision 

for knowi ng what your contingent l i abil i t i es are? 

Williamson: I ' m tryi.ng to make a pi.cture Just like Glenn had 

original ly of expected income and disbursement. 

Fr om the t axes angle, I think that should be done . 

Looking on this liability thing, I •11 say age in I 

don ' t know what the promise t o this man thirty years 

from now - I don ' t know quite how this is presented 

t o the man. Be assumes that he is in a fund where 

be 's got definite guarantees to hi m, doesn' t he? 
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Buck: Well, he can' t assume that, because the minute you 
do that i t s eems to me you weaken your own argument. 

Williamson: Well , that' s what I 'm saying, tha t we ' ve got next 
y ear and year after t hat . I think the accruing 
liabilities in this case are wha t arrives this year 
end the next year and the year after for payment, 
and it isn' t t he pr esent value of a lot of deferred 
benefits at all . The taxes a re subject to change in 
the future. So ·•e ore not ui scounting aown d ef1n1 te 
tax r ates in the future . 

Buck: You are r elating taxes now to your liabilities, 
aren• t you? 

1/illiamson: Yes, outgo . I 1 m making a comparison of the outgo 
under the t hing ana the probable collection of taxes -
that comparison. And looking ahead twenty or thirty 
years , I think that I agree t hat you should have a 
concept of what is coming along. I don' t think we 
have specific commitments in the sense that the 
insurance company group annuity has for bits of 
deferred liability assessable a t t hat point . 

Buck: I don' t argue that at all . I don't argue that you 
value anything but your contingent liabilities from 
here . I think that you have a definite promise from 
the Treasury to pay u pension to a man that demonds 
it at 65 or a fter. 

Will i amson: In your contingent liabilities ·.tould you thi nk of 
future additions com.i ng in or would you think of the 
present line-up of people? 

Buck : The present line-up. Uy contingent l iebiliti es 
means just the present line-up of people. 

Will iamson: And not the total ext ent of it for perpet uity or 
anything of that sort . 

Buck: 
No . In other wor ds , I see this : that once t he 
Treasury obligates itself under a bill to pay pen­
sions to a group of peopl e, it does identically 
what it has done in r espect to Federal employees, 
or what the CitY of New York has done in respect 
to policemen. 

Regraded Uclassified



252 

- 56 -

Now, I do know this. If you hsve no idea of the 
ext ent of your obligation, you are very free in 
changing that obligation upward or downward . And 
I would expect that these railroad employees, 1f 
they are alive at all, will wunt a 60-year retire­
ment age, and they ' ll went a JO-year retirement 
regardless of age. It comes in periodically in 
every plan that I know of that is under governmental 
oper ation . And 1t 1 s already come up here in the 
railroads . 

!low, how in the •orld can a Railroad Ret ireoent 
Board, tne Secretary of the Treasury, or the 
Con&ress kno• where it's headed unless it knows 
Rhat its commitments already a re? I don' t agree 
with the s tatement that they can cut t his off 
immediately; I thinA the moral obligati on exists . 

Now, we can' t check Mr. Glenn's figures, we can't 
check Mr. rleagh 1 s f i gures here; but on the basis 
of the figure s submitted there is agreement enough 
to indicat e that your (Williamson) suggested change 
is a n appropriate one.· But even your suggested change 
is depending on the future devel opments . Now, there 
ought to be somebody that lets us know what the 
obligations are of the Government - not in respect t o 
the t ax r a te; you may be collecting a t ax of seven 
percent and know your obligati ons are ten, but let us 
ltnOR that they are t en before t he railroad employees 
come here and change this to JO-year retirement. 
You•ll have the employees for it, you'll have t he 
railroads for it, you ' ll nave the public for it, 
because all you will show is that you have collected 
half a billion dollars or two billion dollars more 
than you have disbursed. 

!low, without any statement anywhere of your contin­
gent liabilities, I don ' t see how in the world you 
can demonstrate to anybody tha t they shouldn't have 
JO-year retirement r egar dless of age . It certainly 
will be a desirable thing. We bad a few years ago 
Mr . Douglas, the Budget Director, champion a bill 
for JO-year retirement in the Federal Government, 
end it nicked us for 74 million dol l ars in the two 
years it was in . Sec? Now • . • • 
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Williamson: Not actual outgo. 

Buck : 

Reagh : 

Buck: 

But in the liability for the people that went out. 
Wasn ' t it 74 millions , something like that? 

Something like it. 

Now, ·nobody knew what it was going to cost. They 
d idn ' t wait to know . Now, I think that that thing 
is something - we have a bill presented to us · we 
shouldn't lightly pass over the contingent li~bilities 
i nvolved in the bill, b ecause you are presumed to know 
about this and have experience . I t f irst came to me -
"WhY, here you a r e starting a ship without any navi­
gating equipment on boa rd. I don ' t see how your 
captain can e ver tell you which way to steer without 
navigating equipment." 

'lie recommended thttt i n the benefit bill; now we 've 
been through the experience . We had the Government 
adopt a plan ror its employees, and one legislator 
put in one paragraph providing for a board or actu­
aries t o ascertain t he liability periodically; and 
that has done more - I don ' t want to be egotistical 
in this, but I do knON that that has done more to keep 
the bill on an even keel than any other paragraph in 
the whole ac t . 

Williamson: You feel that that iS comparable to t he raUroad 
retirement? 

Buck : Absolutely, because here the Gover~ent is embarking 
on t he payment or pensi ons; we must presume that the 
benefits act is entirely separate from the revenue 
act . Let us assume that the revenue act would be 
thrown out entirely and the benefit bill is valida ted. 
Then we have a bill with the Government paying out 
pensions with no knollledge at any point of what its 
obligati ons already are, and no knowledge as to how 
they ~ould be effected if the railroad brotherhoods 
do what I expect them to do; namely, come down here 
end advocate JO-year retirement r egardless of age. 
Now I don ' t see what your argument is goi ng to be if 
you'have your Evening Star come out wi th the i dea that 
you've got 700 million dolla r s worth o! excess that 
you have exacted from taxes and they ought to nave it; 
or if you have them just come down and demand more . 
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Now, the thing that ha s liberalized the police and 
fire bills has been the natural generosity of t he 
legislature, coupled with the little bit of pressure 
from the interested parties, and with no kno1vledge 
of wha t t he obligations are . 

So the Doard of Actuaries has made two r ecommenda­
tions . One is t hat the bill be amended i n taxes to 
more a ppr oxi.mate the cost ns estimated by the 
dailroad Reti rement Board ; and second, that in the 
benefit section there be incorporated what we regard 
a s a pilot house . 

I think that part would be all right, and the present 
Act has some such provision. You could word it this 
way , probably : that t he board shall from time to time 
furnish an actuarial forecast of amounts to be dis­
bursed . 

"Triennially" or whatever the word is . 

I said every year . 

Or every year . But I do think that the publ i c i s 
entitled to it, I think the Treasury is entitled to 
it, I think the Railroad Retirement Board is enti tled 
to it . And if anybody knows the diffi culty of trying 
t o get an actuaria l va luation made of anything better 
than I know in respect to the Federal Government, and 
can tell me that I am wrong, I'd like to hear an 
argument from him . 

I don' t think there would be any objection. 

Well then, I make the motion - no, I can ' t make the 
motion. Mr . Reagh makes the motion, or who makes 
the moti on? Does anybody make the motion? You (Reagh) 
started out to make it, didn ' t you, that we recommend ••• 

I make the motion that provision should be made for -
now do you want that, peri odical, quinquennial or • •• 

Yes , periodical va l uations . 

•• • valuations of the contingent a ssets and liabilities •• 

You c an cut out the assets if you want. 
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••• contingent l i abilities or the ••• 

•••• present and future on account of existing empl oyees 
and pensioners a t the t i me of the valuation. 

I don ' t like the wording of it. 

\'/ell, you phrase the Nording . What I want to have, 
if my i dea is acceptable, is the statement or what 
our liabilities are for service accrued and for 
future service of existing employees and pensioners. 
And then if somebody offers to change the provis ions, 
t hen I would be interested to know how t hose liabili­
ties would be changed; &nd then I'd have an i dea of 
now much it was going to cost the Government or 
somebody to make t hat change. 

I never had very much success in making people under­
stand just what various i tems of valuation r epresented. 
I could always get a better unders~anding by presenting 
an estima te of the actual di sbursements to be made. 
'l'hat is something which everybody understands. 

Vlell, I should say 1f they - i f an actuary puts up 
a liability for t he existing force for benefits 
accr ued, for the pension roll for benefits accrued, 
for the f uture, that if you want to put it in ter~s 
or cost by years, why, I don't think you should be 
so rigid as to preclude tha t . I think that i s an 
unnecessary job . But maybe you will explain it -
you ha ve explained it to a different class of people 
than I have been explaining 1t to . I have been able 

to explain it to t he railroads. 

In that regar d, Yr. Glenn, I should say that there 
are certainly a number of Congressmen who have dealt 
with the reports of the Board of Actuari es of the 
Civil Service Retirement Fund and who are fami l i ar 
with the present value figures contained in those 
report s, and know bow to interpret them. 

But I t hink it is so generallY understood by certain 
of the insurance departments of t he country and by a 
number of the cities that have systems and by the 
Federal Government itself that if you put up your 
valuation it doesn ' t matter whether you are on a 
cash di sbursement basis, or whether you are buying 
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individual annuiti es, or working on a l evel 
percentage basis; your liabilities are exactly 
t he some t ne minute you get the present value of 
a ll your contingent liabilities. Now, if you want 
to spread them out by cos t per year state::~ent, Any­
body can dis count t hose by computing the present 
values of them. 

But I do think this: tha t, whichever way you do it, 
as long as you show t he entire liabilities in any 
one of three forms, then you change the provisions as 
to the bill to retire after JO years' service regard­
less of age, you're going to change those figures 
and t ha t will give to the public what they want to 
know. And if you just put it in tha t t here shall 
be the amount of the contingent liabilities •• • • 

Willi amson: I 1d make it worse . I thi nk " pr ospective payments• 
to t hese people - I mean g e t rid entirely or t his 
discounting of interest. 

Buck: You don' t mean cost per new entrant . 

'llilliamson: I think 1t would be a f ine thing to have pros pective 
payments. 

Buck: 

Reagh: 

Glenn: 

Buck: 

Tne minute you get prospective payments s et up for 
your pensioners and your exi s ting active force, t he 
actuary tha t has those t wo Lt his disposal wi l l have 
all tne others 'oYitbout t elling him . The only thing 
tha t I f eel i s this: tha t to get that requires some­
body t o be on t he job. If you get somebody on the 
job wi th authority, he 1ll do it; without that authority , 
you can't do it. 

Well , I should think if we put in the l aw the statement 
for contingent liabilities, that tha t would set up the 
machinery to include in your report anything that you 
wanted to in the way of year-by-year disbursements . 

I have never beard a ny objection to the provision. 
I can't r emember what it is exactly, exc»pt i t pro­
vides for a valuation a t least every other year. 

That is in the present Act . You see, the present Act 
would moke s ure to put up just the accrued annui t ies , 
so to apeak . That, to my mind, is different from 
just setting up one statement or your present value 
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of your future payments or the future payments 
themselves, on account of existi ng employees end 
pensioners . Now, if you want to go further than 
that, all right, but I don't think you need to 
go further than that. 

I do understand t lwt when you come to your a sset 
side you ar e capitalizing the contributions on 
account of the new entrants against your accrued 
liabilities . 

Would you want to go furtaer, Yr . Buck, and say 
tnat such report should be accompanied - or such 
va luation, or wha t ever you call it, should be 
accompanied witn a report to Congress and the 
public, and should, as we include it in your letter -
we might read the very phrGseology that we had in that 
letter of the Board . I think that the railroads, the 
employees, and the public should be sure of technical 
representation, and that the valuation should be sub­
ject to the supervision of a board of, say, three 
actuari es, one to be designated by the ra i lroads, 
one by the r ailroad employees, and one by the 
Secretary of the Treasury. 

I don ' t remember how we phrased that letter. 

Here is a copy. 

Well, I•m reading now from a l etter. •Tbe t hird 
conclusion is that since any estimate must involve 
certain assumptions, conservative or otherwise, 
which may not be borne out by the facts, it appears 
desir6ble that the r e tirement bill should be amended 
t o provide for periodic valua tions of the conti ngent 
asset s and liabilities created by the act in respec t 
to new entrants , existing members , and pensioners; 
with a report to the Congress and the public setting 
forth the amount of such assets and liabiliti es as 
wel l as the level percentage of the payroll required 
to pr ovide the benefits . rn order tha t all parties at 
interest, namely, the rai l roads , the employees, and 
t he public, may be assured that they have technical 
representa tion, perhaps the actuarial valuations should 
be zade subject to the supervision of a board of tbree 
actuaries, one of whom might be designated by the 
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railroads , one by the r ailroad employees, and the 
third by the Secretary of the Treasury . " 

Now that , I take it, i s the suggestlon from t he 
Boar d of Actuaries to the Treasury . I t ake it 
tnat you gent lemen t Qke exception t o any valuation 
of assets , 

Williamson: That is in a nother si de of t he thing here , but ••• 

Reagh: Yes, it is difficult to speak definitely in this 
case of assets , because all we•ve got i s the tax. 

Willi amson: 

Buck: 

'/iilliamson: 

Reagh : 

Williamson: 

Reagh: 

\71ll1amson: 

I kin~ of bate to s ee this d iscounting wi th interest. 
I 1 m all for setting down your prospective payments . 
It has the same moral signif icance as everythi ng 
you've been s aying, but it eliminates the thing that 
if you bad your money up here it would be earning 
interest. Here you•ve got a ll these payments 
together. Your interest is quite a fictitious thing 
when you don' t have any funds, and I think - I think 
I am with you, wi th the i dea of prospective payments 
to these people . 

Showing the amount of the prospective payments and 
leaving out whether it is to be i nterest or not, 

I think so . I think it bas t he same signifi cance 
here, and it saves you from giving or taklng credit 
for something t hat isn' t func tioning there . Your 
interest really i sn't working here. 

The tnterest is just another va luatlon assumption 
llke the retirement age . 

Here you have built up a r ather f i ctitious pi cture 
of interest, per petuity, and the rest of the thlngs 
ther e . If you change your mind and decide the 
interest r a t e ought to b e 2t instead of J, that 
shif ts all your values . You ha ven ' t real l y shifted 

them. 
What I ' d like i s both, as a matter of fact. 

Well then that would be forcing you to elect some 
rate of i~terest. I think the other, at t his point 
of the game, is kind of more constructive, because 
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you haven ' t got your funds here . 

I look at the interest, though, a s just being an 

arbitrary measure . You set up and use that same 

measure year after year. Whether or not it holds 

in this case • ••• 

You•re using an interes t rate 1n setting this ta%, 

aren t you,? 

Yes 

1'1Ul1amson: Yes and no. 

Buck : Your figures won't work on jus t prospective payments. 

Williamson: Yes, they do . I mean you ' re going along here and 

1 1 m still saying that I haven ' t the slightes t belief 

tha t this is a permanent set-up; it i s subject to 

investigation, tor evision. It is the same thing 

substantially . You assume your age dis t ribution and 

you a ssume a rate of interest on t he present value that 

you would have if you bad it, and you add the things 

together . Now, you assume ul timately a stationery 

situation . Means just the same thing. 

Reagh : That ' s wha t the insurance company does every d ay. The 

insurance company i s looking shead for contracts, 

most of which only last for a period of a few years . 

It knows jolly well t ha t ten years from now practically 

alL of its present business will be a very small pro­

portion of the then business. 

Buck: All I was seeking to have i s the statement that - can 

we couch it in a form tha t requires a periodic valua­

tion setting forth the liability, and leave it s tay 

just the liability for future payments to members then 

on the pension and to those then currently contributing 

to the system. And that would permit you to give a 

cost by years if you wanted to, or give it this dis­

count thing . 

Now, I should say this: that if you•re going to give 

the railroads and their employees the benefit of a 

future interest r ate 1n setting their contributions, 

you would probably want to introduce that into your 

liabiliti es. Otherwise, you ' d never be able to get 
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anywhere, because you'd have money coming in a t one 
time and getting out at another and if you disregard 
the interest •.• 

.Ulliamson: Well, you happen to have a very small proportion of 
interest in here . 

Buck : 

(Uagill comes in) 

Well , this cost by years business, if it is done -
this business of assuming an average age for all 
disability retirements , etc., to my mind is not the 
kind of valuation tntt you will keep to. I take it 
t ha t you' re going t o get down to a more nearl.y pension 
fund procedure and be checking your retirement rates 
against your assumed rates, so that you will ma.ke it 
in typical style . Ther e is only one way you c an make 
it as time goes, you might say . So t hat if you simply 
say a s tatement setting forth your prospective pay­
ments , won 't that answer you? 

Williamson: Yes . 

Buck : 

llagill : 

Buck: 

llagill: 

Buck : 

Then you can give both or at least give one. 

Well, how does it look? 

It looks as though I shouldn' t have come down from 
New York. 

Are you the apple of discord? 

Yes, the fly in the ointment, or something . The first 
time I ever bad wings. And t hat 's about os far as 
r•ve gotten with t hem. 

Williamson: \Ve all agree the present r a tes are a little low. 

Magill: :iou do? 

Will i amson: As a conservative measure . 

Buck: Do you (Williamson) want to make your motion? 

Wi l liamson: About the r ate of contributi on? 

Buck: Yes 
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!lag i ll : Well, I •m going home and get dinner now . 

'll illiamson: So am I in a few minutes . 

~lag ill: 

Buck: 

llagill : 

Buck : 

)lag ill : 

!luck : 

Magill: 

Buck: 

llagill: 

Reagh: 

Buck : 

Reagh: 

!Aag1ll: 

Buck: 

Well, how does it look? Are you going to be able to 
reach a conclusi on? 

Looks as though we• r e going to adjourn in the next 
ten minutes . 

You mean you're going to be all done in ten minutes? 

Yes . 

Well, good . 

As much as we can do t oday . 

Now, that last bothers me - as much a s you ' re going to 
do today . \Vha t are you going to do then? 

•'le 've got two mot i ons thc. t we have practically r anched 
agreement on, and we ' re just trying to formulate them. 

How are you going to do this report business? Take 
these notes and formula t e it? 

llhere are you (Buck) going to be? 

I'm going to be in Ri chmond . 

Should Yr . Glenn and myself and Yr . Williamson get 
together and take our report here - stenographic 
.report - and make up a formal report to the Secretary? 

I t hink - should think so . Needless to say , you want 
to keep your repor t t o him fairly short. 

There i s a certain point of agreement tha t 1ve have 
reached . I thought your (Williamson) motion regarding 
the •• •• • 

Williamson: My motion recommended the t ax rate at five percent 
aggrega te for the firs t three year s , t hen going up 
one percent, instead of one-half percent, e ach 
triennial period, t o a moxtmum of nine percent. Now, 
Mr. Glenn' s ..... 
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uo I have a second to that motion? 

I object to it. 

I second that motion . 

All right, now, are you ready for the question? 
Do you (Glenn) went to speak to that motion? 
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I think that that t ax rate would provide more than 
i s really necessary here if the railroad employees 
a re kept in a separate fund . I can' t see that the 
costs would ever go tha t high. 

Wil l i amson: Your 800 mill ion, divided among 40 years, is 20 
million a year, is tha t right? 

Reagn: Well, remember he said if the railroads are kept in 
a separate fund. 

Williamson: I kno1v, but I mean you• ve got in your figures •• •• 

Reagh: 

Buck: 

llag1ll: 

Buck: 

lolagill: 

I 've made no estimate myself at all, except from 
his figures. 

You (Magill) needn't wait . 

But there 's going t o be a report sometime along, is 
there? 

Yes 
All right. Well, good luck to you. (Leaves) 

Vlilliamson: You' ve come out With this 8.33 . 

Reagh: The ~ . 33 is based upon the amount required to pay the 
Soci al Security benefits plus the supplemental. 

Williamson: But you di d have the 800 million figure. Now, the 
800 million • •• 

Reagh: That's the cost of excluding r ailroads from Soci al 
Security . 
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I believe that figure i s high on account of the 
fact that the salary scale exceeds average 
evrnings . 

Well, that's the basic average of $1680 on that. 

Flat? 
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Flat $1680 . There ' s no salary scale -
that I assumed that I know what i t is. 
whatever it was. 

or no salary 
I used yours , 

Well , I ' m quite sure that ~ salary scales wouldn't 
give you too high a figure for that. 

Well, it was too high for the rest of your figures? 

I don't think so, no . 

I don ' t quite get the distinction - why you can' t 
use the sal ary scale for one purpose and not for 
another. 

Because the amount of salary doesn't have as much 
effect . 

Yes, that ' s quite true. 

Further, I'm quite sure that the salary scales don't 
reflect unemployment as much as they should; that we 
tended to get records of people who were in service 
during most of the year . 

Wr . Glenn, would you agree to a 7 percent rate 
increasing to Sf? 

Increasing how r apidly? 

Well, you s et it. Going up a half percent, same as 
you had it. 

No , I don' t think I'd agree to that even. 

Does anybody else want to speak on that motion? 

Well , that rate of 7 percent going up by a half every 
three years to 8t on January 1 , 1946, i s roughly 
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equivalent to 5 to 9 . 

'111ll1arnson: Yes , I should t hink i t would be . 

Glenn: 

Reagn : 

Glenn: 

No , I should be in f avor of the 7 percent r a t e . I 
think it probably wouldn' t be necessary to increase 
it for 15 years, ut which t ime you. might have to go 
to 8 . 

Do you mean have to go to 8 for what reason? That 
any fund accumulated would be exhausted at that t i me? 

No, a t the end of that Lime tbe fund that you 
accumulated would start to decr ease . 

Rilli~mson : And 8 would bold it probably, would pusb i t up a 
little bit more . 

Buck: 

Glenn: 

Buck: 

Williamson: 

Glenn: 

Isn' t it much safer to t ake his (IVillillllleon) 
proposition (to Glenn)? 

Safer , yes, but I don ' t think ..•• 

I sn' t it more nearly your own conclusi on than your 
7 percent? I f you tuke your 7 per cent, you've got a 
r ate wnich you admit is inadequate . I f you take his 
rate of 5 percent r unning to 9 , you have a rate tha t 
i s more nearly adequate . Now, there e.re some people 
who s ay tbat it would change your assumptions and 
even that r ate is not adequate . So i t seems t o me 
you're getting a pretty happy medium . So that I 
should think your post tion would be 7 going up to 
8! by slow steps , or 5 percent going up to 9 . 

Or 7 going up to 9 . I mean 7 going in one jump to 
9 a t the end of 15 years would be comparable to tbis 
ot her t hing her e . 

I think that i s more than is necessary . 

Mr . Glenn, of cours e, is talking about something 
different t han the original r ates were based on. 
He 's not t alking about t r eating t he r ailroad fund 
entirel y by itself . 
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Buck: The 5 to 9, as I understand it, leaves everything 
in status quo with the additional benefits of the 
railroads being paid for by the railroads and the 
employees, and the fundamental basis on •Nhich those 
figures ar e arrived at are your (Glenn) f igures. 
If that be the case, it seems to me we ' ve almost 
got to hang to it, and that you're in a position • • • • 

Glenn: I can' t see but that is an excessive rate. I Just 
can't see how that is necessary. If you ' re going 
tor etire everybody at a flat 65, you only lilt a 
ten percent rate. As a matter of fact, with this 
assumed increase in the •• • • 

Buck: I'/ ell, why don 1 t you r eco!Dlllend some kind - what kind 
of an increa se in your r a te of ? percent would you 
recommend? 

Glenn: I rea lly wouldn't recommend any scheduled increase 
at the present time. 

:11111amson: His point is that in 15 years then all these care­
fully prepared statements of liabilities would be 
tabulated and you' d go to a better rate at the end 
of the period. 

Buck: Qut the trouble is it puts us in the indefensible 
position, it seems to me, of recommending the 
allowance of these excess benefits on a one percent 
differential, and that ' s the thing I get hooked on 
all the time. 

Resch: It certainly doesn't seem logical. 

Glenn: 

Buck: 

Glenn: 

Buck: 

•7ell, you can defend it if you say that the assump­
tions that they have made here as to retirement 
a re justified . 

Well , I know, but at the beginning of the meeting 
you made the statement that the differential is two 
percent. 

At the same retirement. 

Yes, on the same retirement r ate . Well, if the dif­
ferential is two percent on the same r etirement rate 
of the two benefits, why isn' t that the measure of 
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the difference? 

Glenn: Well , there is an assumed difference in t he retire­
ment r ates. 

Williamson: Of course, on this particular thing i t is the same, 
but the whole outfit probably would have a different 
retirement r ate than this one little bit. And if 
you took the added benefit for the whole thing with 
a lower age, we 1 ll say , and mashed it up against his 
comparison - I haven't got it t hrough my own head 
adel{uetely yet . 

Reagh: 

V/illi amson: 

Buck : 

Glenn: 

Buck: 

Glenn: 

Buck: 

I was trying to figure out lfby tllere would be any 
Justification f or assuming a different reti rement 
age . 

Well, they ' ve looked through, you see, and found 
that tllese people a re r etiring late - 1 tllink that's 
been true - wi thout pretty definite benefits comi ng 
to them, in most of the ro: ds . I t doesn't seem to 
me it ' s going to s tay true. A retirement age of 
70, w1. th t hese more def1ni te benefits - I think it 
is the creation of benefits which changes your 
results . 

'//ell , would you (Glenn) agree to a 7 percent rate, 
putting e statement in the bill •subject to modifi­
cation•? In other words, I understand tllet Congress 
has the right to change the bill any time it wants 
to, but it seems to me we shouldn't lead the r ailroads 
and employees to believe that this can be operated for 
7 percent . 

I don't t hink we should either. 

Unless we had some such statement in the bill. 

If they want to recommend tha t, why, ••••• 

Mr. Williamson, would you consider an amendment t o 
your motion to make it 7 percent at the outset, with 
a provision in the tal< bill that the tal< snell be 
modified from time to time? 

hilliamson: Yes I ' d consider that . 1 think if you make it 
spe~Hic - that you are on safer ground if there 
were any way of carrying across the belief tha t it 

Regraded Uclassified



s uck: 

267 

- 7l -

should be later changed. 

Now, it seems to me our boara here is going - if 
we could go 7 , increasing to a;, or 5 incr easing 
to 9 - I like that because you happened to hit on 
the same figure t hat we hit on. 

Hlliamson: :tell, I picked it out too because Soci al Security 
started the same way . 

Buck: 

Glenn: 

Buck: 

Glenn: 

Buck: 

Reagh: 

Buck: 

Reogh: 

Well , can we vote that that is the sense of the 
meeting and that Ur . Glenn is voting in the 
negative? 

I vote in the neg£tive . 

On the ground that he would prefer a 7 percent r a t e, 
whi ch in hi s judgment is not adequate for al l time. 

Probably not adequate . 

Probably not ade4uate for all time . Are you ready 
for that motion? Well , all in f avor say "Aye" and 
those opposed "No." !.lotion carried. 

Now, I take it that the second motion was tha t we 
recommend the inclusion in the benefit bill of a 
provision to t he effect t hat there shall be peri odi c 
act~arial e stimates prepared of the prospective 
payments on account of the existing pension roll and 
existing contributions a t the time of valuation -
r atner, e xisting r a ilroad employees at t he time or 
valuation covered by the Act. 

Are you ready for the ques tion? All those irl fa vor 
of the moti on will kindly signify by ••••• 

I should l ike to ask a questi on on that last one . 
Are you going any further on that report? I think 
ther e is a definite point made in your recommendation 
t here t bat such a valuation should carry with it a 
provision for a periodical r eport to Congr ess . 

I think - take it t here is no objection to that. 
Do you make t ha t a mot i on? 

Well, I'd l ike to amend the previous motion. 
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Well, make a new motion . 

l:ha t the valua tion carry with 1 t a report to Congress 
and the public . 

Is there any objection to that? Put that in without 
objecti on . 

I think that the Treasury and Kr. Magill feel quite 
str ongly that any report - I presume all of this 
valuation work will be done by t he Railroad Retire­
ment Board . 

Yes 

Bu t that t her e shoula be a board of actuaries set 
up ; one named by the rail road employees , one by t he 
r a ilroads, and one by the Secretary of the Treasury. 

Jus t like the Civil Service Re tirement Act. 

I presume that would be all pai d for by the Boar d . 

Or have it paid for by the Treasury . 

I think if you call on the ra i lroads and r ailroad 
employees to pay for it , they ' d never do it. 

Paid for from the fund. 

Nill i amson: That is an addition to the benefits - to t he outgo 
f r om t his reserve . 

Buck: Yes 

'llilliamson: You haven • t had any expense in here before . 

Reagh: 

Buck: 

Reagh: 

Buck: 

Reagh : 

Whoever adminis ters the Ac t pays for it. 

Our Board has never been paid. 

Of course, as f ar a s the Treasury is concerned, the 
Trea sury pays that part of it. And Kr . Buck, I 
believe you•re paid by the Civil Service Commission. 

Yes . 
And the third member i s honorary; gets nothi ng but 
his expenses . 
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Now, may I have anotner motion to the effect that 
the answer to the comment in the letter to the 
Secretary r eferred t o us be drafted by a commi ttee 
consisting of Mr . Reogh and Ur. Williamson and Mr. 
Glenn, and thot the report of t his meeting be 
drafted by t he same committee and referred to the 
people here present for signature . 

Is that agreeable? Do you make that motion? 

Nil11amson: (Nods yes) 

Buck : You've heard Mr . Williamson' s motion. All 1n favor 
of the moti on s ay "Aye,• opposed "No." Motion carried. 
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OFFICE CORRESPONDENCE 

TO caancW!UL m• 

.J.,..J. mote 

FCO£AAL.. RISEAVK BANK 

0' N EW YOA:K 

-

0An4Prt 1 l,_l.ll'l 

S UBJECT _ m W&-COfiU'fti• WDII 

- BAH or ftAic:a. 

I oall .. llr. Caripel. U 1018'7. I .... hill ..._, 1a all 

74 

t he ac1t••t 1a aaro, ..... be r.,U .. ext all -e· tr. 11uh1.actaa. 

He coat1111lecl tbu 1a1'oraaUoe to tbe eftecrt tbat b.Wa ._.. afh14 to 

lhip cold to In Yoa tor their o• ao-.at, beeaoae tbq wre DOt 

quite lUre how •ab tbq ~~~ 1et tor 1t •poll aninl there, had 

badl)- upaet tbe Parh IIU'Itet 'llb.iob, be olaiaed, ba4 b- proouct,. 

n17 llQietl.T m4 -thq. He aakecl a tbo.a-4 ... eat1oaa aa to aat 

t be %rea..,. Jdcbt do, 111bat I tboulbt tbq wwld 4o1 to *" at•t 

the Pra•t4 ' ¢ OCN14 aot wltbo.at tbe appronl ot Colllreaa it be -ted 

t o 4Wal\la tba dollar, eta. I tr1 .. to .... r all tbeaa .. e•U•• •• 

I did wltb *he Br1Ua ad \he Datoh Dd reiterated ~ par-u b.Uet 

tbat, 1t ODl7 tu ,.UUaal rea-•• DO obal• .-14 taka plaoe, oft'­

taiDlT Del 1a tbe a-.r tlltan. Cu1Cllel. atated tbat *• tbe 11M1m .. • 

ot tba rr.o 4wal.ope4 T•lltarU;r tbq napped out ot tbe llaft:et. Be 

' 
ada1tta4, llowwer, tbat tbe Parh IIUket ba4 b- -.-at 41lltlll'ba4 

b-1• ot hlftT aa1 .. ot t.U Ira .,a1Jan 11terl1DI tor Ja•ll1• _ ..... ,. 

tb .. e aal .. , be 11814, ha4 na t'Na tl,IIOO,OOO to .. ,1100,000 • ... . 

%be1e tr.MIItl•• ._.. b•edl .. ll)' Lelard tor ••-'• be t!IINibt, ot 

tba ha .. e c-eniale r-r 1•-.:rope dll lord. 

LIKIDC 
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Secr etary of State, 

Vfnshington , 

202 • . l'.pr11 8 , 2 p , m, 

GllAY 

London 

Dated April s, 1937 

Rec 'd 10 :55 a , m. 

FO~ TREi.SURY FROM BUTTZif 'O R'l'H , 

Some nervousness continuos to prevail 1n tho 

275 

gold market and bullion dealers are exhibiting reluctance 

to undortnke heavy committmento or to operate in any 

way in tho futures market, Indian futures being offered 

at a substantial discount , 

I n this connection the followinG excerpt from 

todayts TIMES may be of interest . 

"Among the lessons to be l earnt are that it 1a not 

enough to assure stability, that there should be only one 

buyer of gold: that there can be no confidence in 

exchange stability until de facte stabilization bas 

been transl ated into stabilization de jure; that currency 

disorder is invariably associa t ed with disordered 

markets • and that monetary manipulation, unless it has a 
I . 

constructive and clearly defined objective, is apt to 

produce unexpected boomerUIC effects , It is true that 1n 
economio 
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J H 1/2027 , April 8 , 2 p . m., from London, 

economic circles for some months tho question of Americ~ 

r educing appreci ably her buyinG price of gold has been 

discussed and also that in view of the growing output 

276 

of gold, reduction in the price of gold should be looked 

tor , Theoretically there may be strong arsuments in 

tavor of such a course but the practical arguments are 

powerfull y asainst it , The economy of the world hns been 

ret.clapto~. in the last few years to a higher price for gold 

and othol' coJm:'.odities and a corre:~pondinG reduction in the 

purchasing p0\7er of paper currenoles . In fact this 

otfere'.l ':t.e u:'lly practical solutio·•• of t.he econc>mi" 

problems Rnd vurdens left by the w:\1' , To reverse the 

mov~ment to any extent would obviously produce the arave:~t 

difficUlties . Having suffered one storm which has blown 

the furniture on to the root the proposal to deflate the 

movement seems like suggestinG that another storm should 

be organi~ed to blow it back again regardl ess of the 

poasibl9 " f fec t s on the structure" . 

KLP:I'f~C 
BINGHAl6 
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L!'S 

Secretary of State, 

t1aehl.ngton . 

ORAY 

Paris 

Dot ed April 81 1937 

nec 1d ~:30 p . m. 

465, A~ril 8, 4 p . m, (SECT!OP ONE} 

?nO! COCHRAN . 

':::his noon I attended a l uncheon where Profe ssor 

Sprnsuo addressed 120 mentbora of American Club of Paris . 

He spolce principally ur on prices and gold with considera­

bl e r oforenco to rearmnment 1nfluence . He thought tha t 

the mo ot eff.ec~ivo method of chectin~ what might b£ con­

sider ed unduly ~ieh stock market an1 conmcdity price 

rises in the United States would be th~USh t axation . 

?'hat 1.1 future i f taxation were imposed wb1le prices ore 

hlGh the tendency would be to divert investment from 

S'Sieculo.tion~ the t axation wv••ld be LlOre bearabl e t han 

if the job of raisin::; r.toney iS l eft until after the boom 

is over; and f inally if the '()Caple were confronted with 

paying tor the government ' s opending as it is incurred 

there would be more of o movo against excessive govern-

277 

• mont d1abursements . 
Sr>J.'azue ref erred to tho "unduly high price for gold" 

which had been created 1n tho United States when the rate 
of 
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LI\S 2 - No , 465, Apr1l 81 4 p . m, , Sec , 1, from Paris , 

of !335 per O\\nce was e stabl1shed, He thought no sanctity 

ohould be attached to this particular rate , He was not 

sure just why this figure \•as chosen . He incidentally 

remo.rl:ed that he left the Treasury about that time . This 

American gold price had, however, led to an immense flow 

or gold to the United States which is still continuing . 

He posed the question as to whether the United States would 

be willin3 to see our 'r reasury 

'HLSON 

CSB 
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Secretary of State, 

\'fas:tington. 

GRAY 

Paris 

Dated April a, 1937 

Reo ' d 6 p . m. 

465, April a, 4 p . m, (SECTION TWO) 

279 

borro.,inz indefinitely to buy up unwanted gold for ster1li-

zat1ou . 

Spra~ue sugcested two possible remedies for the 

present gold movement . The first was the possibility that 

economic and rnrticularly export trade conditions in for­

eign countries miGht tmprove to such an extent that those 

countries would attract gold more t~an does the United 

States . He referred particularly to the possibility of 

Germany 's drawing gold if her export trade should markedly 

increase . 5e seemed to think, however, that this first 

possibility is quite remote. As for the second possibil­

ity, Sprague reminded hie hearers that the gold content 

of the dollar bad been revalued in the United States with 

the purpose of raisinG prices . It might logically follow 

therefore that if prices reach the level w~ich was souGht 

or tend to 

reduce the 

pcss that level a deoiaion would be taken to 
(referred?) 

pr~ce paid for gold . He referring to the 

" elasticity" of the President's ~d and said that a 
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Ll.!S 2- tfo . 465, April 8 , 4 p , m. , Sec , 2, from Paris , 

decision such as this in the distant future after the 

Gover~ont may have tired of controlling commodities and 

upsettinG utilities would not surprise him. He said that 

time in America did not originate many new ideas and wore 

prone to follow the experiences of other peoples. He 

thought that the ~ost likely influence for a change in the 

gold price in the United States now would be for some other 

courtry to revalue its currency upwards . He referred to 

recent gossip to the effect that the Swedes might revalue 

their croVIn . He understood that Swedish economists had 

considel'f•.ble ~.nfluence at Stookholru and that they 

I'IH.SON 

S!!.S:RGC 

Regraded Uclassified



LI!S 

Secretary of State, 

, .. r.sl>incton . 

465, April a, 4 p . m. 

GRAY 

Paris 

Dated April 8 , 1937 

nec'd 6:15p . m. 

(SECTlOH THREE) 

281 

were t.to1•e disposed to be in agreement one "ith the other 

than arc ~nerican and British economists . He thought, 

the-refore, tht.t if Sweden might talce the step the United 

States might one of these dayo follow . 

Spl'cgue C' id not think, however·, that any credence 

should bf. 3i'•cn to day- to-day gossip about chan~es in the 

American gold price . He pointed o~t thct present legis­

lation gives a leeway of increasinb the GOld content of 

the dollar only from 59 . 06 to 60 per cent of its former 

value . He presumed that the Secretary of the Treasury 

could refuse to buy any foreign aold or coul d increase 

the handliQ6 charaes of one quarter of one per cent up 

to a figure w:lich !'light make a difference of a few cents 

on tha price of an ounce of ~old but he did not look for 

either of these possibilities to develop. 

In conclusion Professor 8pra5Ue referred to the 

question of the reduction of 1ndebtedness by various 
devices 

-
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LMS 2-llo , 465, April 8, 4 p , m, , Sec , 3, from Paris , 

devices and particularly to the cessation over a continuing 

period of payments on war debts and repatriations . He 
(referred?) 
referring to the method of subsidies to allies followed 

in the llapol eanic wars. He regretted that at the beginning 

of the late war officials in the British Treasury had (~) 

of followinG the old subs1dy plan conceived the idea of 

conside~inG advances to their Allies as loans . He thought 

the ::>l inc' ?al purpose of this conception of the advances 

was t o infl\1en'}e the borrowers to spond 1'399 . He said that 

when we bt~came associated l'lith the Allies we followed the 

Britioh e~ample in loans as we have in many policies but 

bein~ a VlrY nnive people expected them t o be repaid . He 

thought every u~e would have been b~tter off if the former 

subsidy idea had continued to prevail and if no int er­

Allied debts had remained after the war was terminated. 

'VILSO!l 

S!'S:EDA 

( ~) Appar ent 01nission , 
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must be closely paraphrased 
before being communicated 
t o anyono . (B) 

Secretary of State , 

,-·ashington. 

Paris 

Dated April 8, 1937 

Rec ' d 6 : 12 p . m. 

~65, April S , 4 P• m. (SBCTIOl' FOUR) (GRAY) 
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Paris exchange oo.rket has been nervous and French 

franc undor pressure throughout the day. Dollars very much 

in <lenand and were scarce until British control began sup­

plyi!ll> the marke t . !.Ioney ve ry tight here and it is under ­

stood that subscribe rs to the national defen se loan who 

htwe not yet been able t o pny therefor are bei!ll> t;iven 

unt~l the tenth of the nonth. In meantime there appears 

to be oc .asit·nal off~cial intervention to buy these bon ds 

at d~scount of tuentJ- eight francs per thousand bUt the 

general oarltet price involves a discount of thirty-five 

• 
fl•nncs . Ba.~k of Prance statement as of April 2 , fairly 

good sho\1in:; no chan::e in c;old stock or in advances to 

Go vernment . Cove rat;e 55 .23 versus 55 .0S . 

Eur opean Financ:~.al Preso gives much space to American 

~old ocare and to v an Zeeland' S economic investigation . 

French press qu i ck to emphasize "association of democra­

cies" 
1

n moves toward \torld economic conference . ReT)()rta 

from Berll.~ end Home suc&est att:~.tude of reservation toward 

confer e nce s ahich might condemn their e conomic policies 
"ithout 

Regraded Uclassified



-.-
wl\~\ all.,la\lac poll\loal pro~l-•· 

It h \be uplaloa of •l' • • rket coa\aoh \ lla\ \be 

hiUIO weakaeee l e cSI&e t o t be A•erlcaa "COl C: ecar e • aDd 

aot t o \be lDtftr nal ettua\laa la rrance. Ia otber • oroe, 

~atare do aut f i ocS etat .... \e •• r eported here of tbe 

PTea1daot "n4 of s ecretary of , ... Treaeury Nftlol•Uy 

oatecor1oal &Dd poa1\1we t o c vowlnce \ b .. \ba\ \ bare le 

OO \ aoae •~¥fiJ!fJ rr t he r WIOrt current a t tbe pr .. e o\ U na . 

Taere u-. ~ ao retc1Ddlq of Olaar&Atr • • lA~\NOUou . . 
to ~~~· ~raoo._• • 1tb r e, ard to \r&aaactloot to aol d. 

""'•fa ''t'J•-, ,, 
&\ \ be ... ~v}!IDD\ • I .4p1 a o\ yet tao• bow \ be preu •111 deal 

.. . ... 1.11-..· • ...,( 

.,1 tb the epeeob of Sprape ouHlDed abowe, ~1&\ I do ao\ 

feel tbat be will ~e helped \ bereby. 

I IIII lla!IAOE. 

11IL80 1i . 
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