
.. 

ffl_ ~os 
'i H 7' ... , ~" ,;t;_._ 

Brlet Al!al7!1e ot B, L 6211o, J'an !l!eii!!IC![ Blll 

!l'rlol I. 

1. 4utb.orhu Secret...,. ot AcrlouUure to ake loua tor 
\he aoqu1e1Uon ot taru 1n IIUCh ..,wah, ae -.;r be 
oerUfle4 b7 Co1U1t7 Co-.Hhea, ae .., be necee....,. 
to acquire the propert7, .UJect to eppron.l ot the 
leore~ ot AcrlcW.ture, 411 loua to be ae=re4 b7 
a tlret .ortc.ace or dae4 of truat on the tan. 

~ 
~~~'/a} 

2, looua are to be repa14 lD l.Detall-ta nthlD ..., -.:ne4 
perlo4 of DOt -.ore t'-n 30 )"MJ'a. Interaat to be }f.. 
Bononr to pa:r '-e aA4 uNea-\a on \he tan eD4 
tor iD.eweDOa OD tan bu1141Djtlo 

3· Alltb.orhea the appropriation ot .50,000,000, •tor each 
of the !heal ~are en41nc prior to h17 l, 19112'. 

( :ll'l'.!Lll. (BehabllltaUOD J..oeDe.) 

( 

1. Alltb.oriaea the Seore~ of Acrlculture \o -a ~ 
tor pvcba.ae of llfte\o«*, tan equipMDt, a..PPllla, 
u4 o\her tan DM4a, eD4 tor retl-lllc 1D6tbte4zooee, 
aA4 tor tllloil7 r@alet.nce. Loau to bear Yft i.Dtarea\ 
-.4 baft •hrl\1 .. 110\ 1D -~~ ot 5 ,..are, -.4 to 
lie ~le 1D l.DetallMD\1. 

2. r.-. \o lie -.4 liT ollaUal 110r~a, lleae on crope, 
eD4 uelc •h ot pro~ hoe ealee ot ecr1cW.\val 
pro4ao\a, or b7 UfT oM or 110n ot \heM. 

3· 4R\b.or1aee appropriaUODe ot . 75,000,000, eadl, tar 
tlaoal ~ -.4111& J._. ,:>, 1!131 u4 J'IUie ,:>, 1!13!1· 

II, Ia a44Uloa \o 3, atborlua the appropr1at1oll tor \he 
tleoal J'Mr n41DC hM ,:>, 1931, \be baleDOM ot 1'lul4a 
•-llable to the Seorat...,. ot AcrlCIQl.tun tor ~ u4 
rellat to tanen 1111411r Jzacv.U" O*r lo. 75:J>, Dao, 31, 
1936, .. r•ra4e4 l17 lzacv.\lTe Orier loo 7557, hll. 19, 
1937, wbicll 11M UllUpi'D4e4 OD .1a.De :J), 1937, 

5o Aatboriaae \he PreelUil\ to allot, •• ot epproprlatlo• 
b.er-.n.r ..a. t• nllet or work rellet tar UJT tle-.1 
7MZ" mMnc prior to hl7 1, 193!1. ~- u be .. .._ 
ll1aM \o lie --eaq to e&rr7 _, Ule pnrlel- at 
ttn• n. 

r 
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TI'l'LI lll. 

1. .t.utborheo and 41roch the lecretu,' of .t.crtcoll\ure to 
4nelop a prcsraa of land CODoenaUon all4 land uU11sa­
Uol!.. 

2, To effectuate ouch a prcf;raa, the Sec:retA%7 ie ctbori11d 

to acquire aub-.r&inal 1&114 u4 la:D4 110t pri-.rU7 ouitable 
for culUftUOI!.l to protect, iloprcn, <llftlop, u4 ~­

iotor la!!.4o acquired, or to ooll, oxcb&Dco, loaoo, or 
othol"''ho 41opoll thea, with or without a CCI!.Ii41ratiol!., 

to public llltboritioa &1!.4 AC"I!.cioo for public purpoooo. 

JJ.ao, to cooparah with J'e41ral, State, Territorial, and 

other public e,p11C1Io ill. <llftlopil!.& pl&l!.l for a prcc:ru 
of lal!.d COI!.oonatiol!. &11.4 utilisation. 

. . 
3· .t.o aoon ao practicable after the end of I&Ch calt1!.4ar 

)'lar tho Soere\U7 of .&gricul ture ehall 1JI&T to the OOW>t7 
ill. 11h1ch 1ZQ' lal!.d it hole!. un41r thio '1'1tlo III 2'jf. of tho 

11.1t ron~• frc• ouch lane!.. 

II. .t.uthorhll apprcpriatiol!. of $10,000,000 for tiecal ,..ar 
en41JlC JUI!.e ,:>, 1938, all4 $20,000,000 tor I&Ch of tho 
thno fhcal ,_re thereafter, for e&rrTittc out tho pro­

Tillone of title III. 

TI'l'LI Iy. (J'ars llourit7 .t.dsil!.ietratiol!..) 

1. Diroch tetal>liehloent i.n tho J)lpart•l!.t of _.Agriculture 
of a J'ars Socurit7 .t.O.Inlotratlon to e&rrT ~t purpoete 
of .t.ct. 

\ 

2. I!AI11tU-t PrcJocte: .t.uthcrh81 tho SecreiUJ' of .Acr1-
cul ture to col!.ti..IIU to parfora twlctiou ii!.Yoetlc!. ill. his 

b7 :lxllcuUn Orc!.lr lo. 7530, Dec, Jl, 19)6, ao ·-4 14 
b7 1, o, lo, 7557, J'lb, 19, 1937, anc!. Act of .J\II!.e 29, 
1936 (49 I tat., 2035), ao ehall be DKeiiUJ' 011.17 for 
co~letlo11. and adsiniotntiol!. of \boll reeottloMI!.t prcJ­
octe, rural rebab111tatlol!. prcjlcte for reeottl...at 

Jl'lli'POiel, &11.4 land 41ft1~t and lal!.d UUliaaUOI!. prcJ­

ICie, for which 1\1.11.41 haft b11n allottlc!. b7 the Prllic!.ll!.t, 

'lbo balancH of ful!.4e amlabll to the loereiUJ' for IUch 

p!ll'pOoeo, IUIUplll6ld .JiaM JJ, 1937, are athcrl11d to be 

apprcpri.atld to C1&Z'1"7 aoot 1114 purpoeee . 

3, .t.utborioeo ~linUn e:r;p111.111 1within the 11alt of 

apprcpriaUoDII M4l therefor.• 
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76niCONORESS H R 6240 1n8- • • 

IN THE HOUSE OF REPRESENTATIVES 

..um.e, um 

Mr. J O>III/f introd~ lbe following bill; which .... men-eel to lbe Com­
miu.e on Agriculture and orduod to be printed 

A BILL 
'l'u oncottra.go and promote the ownership of farm homes and 

to make the possession of such homes more secttre, to pro­

vide for the general welfare of the U oited States, to providr 

additional credit facilities for Agricultural development, and 

for other porposes. 

1 B e it ena.cl«l by 1M 8~ and HOUM of~ 

2 tivu of 1M United States of Ammca in Coogre11 ~. 

3 That this Act ma.y be cited as the "Farm Security Act of 

' 1937". 

II 

6 

TITLE 1 

POWu OP 8BOBBTA:BY 

7 8BOTION 1. (a) The Secretary of Agriculture (herein-

8 after referred to as the "Seoretary") ia aathori.led to make 

9 lot.Da in the United 8&a&el aod in the Territoriet ol Ahek• 

207 
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14 

15 
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17 

18 

2 

and llawaii to persons el.igible 10 reooive the oonelits or thi.i 

title to enable such persons to acquire farms. 

(b) Only farm tenants, farm laborers, sharecroppers, 

nnd other individuals who obtain, or who recently obtained, 

the major portion of their income from farming operations 

shall be eligible to receive tho benefits of this title. In 

making available the benefits of this tide, the SecrclslJ· shaU 

give preference to persons wbo 11re married, or who ha"re 

deptndent families, or, wherever practicable, to persons who 

are able to make an initial down payment, or who are owner, 

of livestock and farm implements necessary successfully to 

cn rry on farming operotions. No person shall be eUgible 

who is not a citizen of tl1e United States. 

(c) No loan shall be made for tho acquisition of any 

fnnn unless it is of such size as the Secretary determines to 

be sulflcient to constitute an efficient fnnn-managcmcnt unit 

and to enable a diligent farm family to carry on successful 

farming of a type which the Secretary deems can be suo-

19 cessfully carried on in the locality in which the farm is 

2.0 situated. 

21 COUNTY OOMMl'l'TBES AND Y.OANS 

22 SEO. 2. (a) The County Committee established under 

23 section 42 shall-

( 1) Receive applirations of rersons desiring 10 

6nance the acquisition of (amlS in the county by melllt 

of 8 loan from the Secretary under this title. 
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1 (2) Examine and appraise farms in the county 

2 with respect to which an application for a loan is made. 

3 (b) If the committee finds that an applicant is eligible 

4 to receive the benefits of this title, that by reason of his 

5 ebarnctcr, ability, and experience bo is likely successfully 

6 to carry out undertakiugs required of him under a. loan 

7 which may be made under this title, and that the farm with 

8 respect to which the application is made is of such character 

9 that there is a reasonable likelihood that the making of a. loan 

HI with respect thereto will carry out the purposes of this title, 

11 it shall so certify to the Secretary. Tho committee shall 

1:.! also certify to the Secretary the amount which the committee 

13 finds is the reasonable value of tho fonn. 

14 (c) No certification under this &ection shall be made 

15 with respect to any farm in which any member of the oom-

16 mittee bas any property interest, direct or indirect. 

17 (d) No loan sba.ll be made to any person or with 

18 respect to any fann unless certification a.s required under 

19 this section ha.s been made with respect to such person 

20 and such fa.rm by the committee. 

21 TBRK8 OJ!' LOANS 

22 Sao. s. (a) Loans made under tbi.a title ahall be in 

23 auch ~~ (not in excess of the amount certified by the 

K County Committee to be the -..lue fA the farm) a.s may be 

'25 necelll81)' to enable the bonower to acquire the farm ad 
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• 
1 shall be secured by a first mortgage or deed of trust on the 

2 fann. 

3 (b) The instruments under wbicb the loan il made and 

4 security given therefor sball-

6 ( 1) Provide for tho ropo.ymont of the loan within 

6 an agreed period of not more than thirty yean from the 

7 making of the loan. 

8 (2) Pro\·ide for the payment of interest on the 

9 unpaid bnlance of the 10611 at the rate of 3 per oentwo 

10 per annum. 

11 (3) Provide for tho repayment of the unpaid bai-

J 2 no co of the loan, together with interest thereon, in 

13 installments in nceordaoco with amortization schedules 

14 prescribed by the Secretalj'. 

15 ( 4) Be in such Ionn and contain such covenants 

16 as tl1e Secretary shall p~be to secure the payment 

17 of tbe unpaid balance of the loan, together with interesl 

18 thereon, to protect the security, and to uaure thai the 

19 farm will ·be maintained in repair, and waste and ex-

20 baustion of the fatm prevented. 

21 ( 5) Provide tho.t the borrower shall pay taxes IUid 

22 assessments on the farm to the proper taxing aWhoritiell, 

23 IUid insure and pay for insuranee on farm boilctiu,p. 

U · (6) Provide that upon the bonow.,"e 1-ipiag, 

~ selling. or otherwise traoaferring the fum, or an:s iDterel& 

Regraded Uclassified



5 

1 dMniD, wfthoa& the coll8ellt of tile Seerrtary, or upon 

2 mvohmtary tnmafm or l!lle, the Becretaty may declare 

8 the amount unpaid immediately due and payable. 

4 (o) No instrument provided for in this seetion shall 

:S prohibit the prepayment of any sum due under it. 

6 I!QUITABLJf DI8Tl!lBUTIO!'r OF l.OANS 

7 SBO. 4. In making IOlllll u.nder this title, the amount 

8 whioh is devoted to sucb purpose during any fiscal year shall 

9 be distributed equitably among the aeveraJ States and Terri-

to tories on the basis of farm popalation and the prevalence of 

11 tenancy, as determined by the Secretary. 

12 APPROl'Rl'A TlON 

18 1 SBO. 5. To carry out the provisions of this title, there 

14 ia authorized to be appropriated for each of the fiscal years 

l:S ending prior to July I, 1942, tbe sum of 150,000,000. 

16 TITLE ll REH4BILITATION LOANS 

17 BORBOWEII8 .oUID TER118 

18 8Bo. 21. (a) The Secretary shall have power to make 

19 IOIUlll to eligible individuals fer the purclt11se of livestock, 

20 farln equipment, supplies, and for other fann needs, and 

z.1 'for the refinancing of indebtednesS, and for family subsistence. 

22 (b) LoaDa made under this sootion shall bear interest 

23 a& a ra&e not in uClell of S per oentwn per annum, and shall 

" b&Ye maturities net in uoa of five yean. 8acb loans sh81l 
• · be 'JIC1a!rle in aach intDIInMmta u the Secretary may p~ 
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1 . vide in the loan agreement. All lOMB made under thit title 

2 shall be secured by a chattel mortgage, a. lien on crops, and 

:J an assignment of proceeds from the sale of agricultural prod-

4 uot.s, or by any one or more of the foregoing. 

5 (o) Only farm owners, farm tenants, !ann laborers, 

G sharecroppers, and other individuals who obtain, or who 

7 recently obtained, the major portion of their income from 

8 farming operations, and who cannot obtain credit on reason-

9 able terms from any federally incorporated lending institu-

10 tion, shall be eligible for loans under this section. 

ll DEBT ADJUBT.M:IIINT 

12 SEC. 22. The Secretary shnll have power to assist in 

13 tho voluntary adjustment of in<lebtedness between farm 

H debtors and their creditors and may cooperate with and 

15 pay the whole or part of the expenses of State, Territorial, 

16 and local agencies and committees engaged in such debt 

17 adjustment. He is also authorized to continue and cazry 

18 out undertakings with respect to farm debt adju.stment un-

19 oompleted at the time when appropriations for t.be purpose 

20 of tl•is section a.re first available. Services furn.iahed by lhe 

21 Secrctn.ry w1der this section shall be without charge to tbe 

22 debtor or crediior. 

23 Al'PBOPRI.ATION 

~ Sro. 23. (a) To carry out the proviaioua of &his title, 

2:S there is authorized to be appropriated, for the Ji8ca1 yean 
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1 endiDc JUDe 30, 1938, Uld Jwae SO, 1939, a aum DOt ex-

2 ceediDg 176,000,000 for each of 8IICh fiaall yean. 

3 (b) In addition to the anihorizati.on contained in sub­

* section (a), for the fiscal ye~ ending J 1100 30, 1938, 

5 the balances o( fllDds a.vailab)e to tho Sooretary for loans 

6 and relief to fanners, pursuan~ to Executive Order Numbered 

7 7630 of December 31, 1936, as amended by Executive Order 

8 Numbered 7557 of February 19, 1937, which are 110U-

9 pended on J 1100 30, 1937, are authorized to be appropriated 

10 to carry out the prQvisions of this title. 

11 (c) Tha President is authorized to allot to the Secre-

12 tory, out of appropriations hexooft.cr ~dG for relief or work 

13 relief for any fiscal )'Car ending prior to July 1, 1989, such 

14 sums as be determines to be neee898fY to carry ~ the pro-

15 visions of this title and to enable the Secretary to carry 

16 ou~ such other foiiDS of rebabili~on of individuals eligl"bbe 

l7 under this title to reeeive loans as may be authorised lry 

tS law and desigtWed io the Executive order directiDg the 

19 allotment. 

!)() TITLE ID-RETmEMENT OF SUlHURGINAL 

2~ LAND 

22 PJIOOBAX 

ltl 8Bo. S 1. The Secretary is authoriled ud direc&ed &e 

3t develop a pnJIDID of lUid ~ Uld lUid a&ilillliop, 

z illdalliDc &be retireiiiA& li laDda wbich are lllbmarJiaall! 
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1 not primarily snitable for cultivation, iD onler IIMnby to 

2 comet maladjustments in land nl!8, and tboa ll8ia in con­

S trolling soil erosion, preserving natoral reeources, mitigating 

4 floods, preventing impainnent of dams and reservoirs, con­

IS serving surface and subsurface moisturo, protecting the 

6 watersheds of navigable streams, and proteeting the public 

7 lands, health, safety, and welfare. 

8 l'OWXRS UNDBR LAND PJIOGJLU( 

9 Sro. 32. To efiectuate the program provided for in seo-

10 tion 81, the Secretary is authorized-

11 (n) To acquire by purchase, gift, or devil!8, or by tran&-

12 fer from any agency of the United States or from any State, 

lB Territory, or political subdivision, submarginal land and land 

14 not primarily suitable for cultivation, and interosts in and 

15 options on such land. Such property may bo acquired sub-

16 ject to any reservations, outstanding estates, interests, ease-

17 ments, or other encumbrances which the Secretary deter-

18 mines will not interfere with the utiliution of such property 

19 for the purposes of this title. 

20 (b) To protjlct, improve, develop, and a8miniater any 

21 property so acquired and to construct such structures thereon 

22 as may he necessary to adapt it to its most beneficialll88. 

23 (c) To sell, exchange, lease, or othenrite dJapoee of, 

2i with or without a oonsideration, any property 10 ld(lli18d, 

25 IInder such terms and oonditiona u he deeme will "-' ~ 
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1 oomplilh the parpoees of this titlto, but any sale, excllange. 

2 or grant llhall be made only to public authoritiee and agHcies 

3 and only on condition that tho property iM used for public 

4 purposes. The &cretary may reeomnumd t~> the !'resident 

5 other Federnl, State, or 'l'crritorial agcnoios to administer 

6 such property, together with thu conditions of uso and 

7 administration which will best 1!4ln·e the purposes of a land­

S conservation and land-otili7.atiou program, and tho President 

9 is authorized to transfer such property to surh agencies. 

10 (d) With respect to any land, or any interest therein, 

11 acquired by, or transferred to the Secretary for the pnTpOSeS 

12 of tbia title, to make dedications or granlll, in his diact'etion, 

13 for any public purpose, and to grant licensee and euementl 

14 upon such terms as be deems reasonable. 

1~ (e) To cooperate with Federal, State, Territorial, and 

16 other publio agencies in developing plans for & program of 

17 land conservation and land otili1.ation, to conduct surveyw 

18 and inveetigabons relating to conditions and fa.cton affecting, 

19 and the methods of accomplishing most effectively, the pur-

20 poses of this title, and to disseminate iofonnatioo eoneeroing 

21 theee activities. 

22 (f) To mAke such rules and regulations as he deems 

28 n~ to prevent ~ and otherwise regulate the 

K - ad Otl&JMIDCY of property acquired by, or trallllferred to. 

• die Bel atary for &he J!liii1I08M of dlil &ide, in order to oc. 
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1 sen•o and utilize it or advance tho purpoeea of thil title. 

2 Any violation of such rules and rogulatjoos P.hall be pwaished 

3 as prescribed in seetion 5388 of tbo Revised StAtutes, as 

4 amended (U.S. 0., 1934 ed., title 18, sec. 104). 

5 PAYMENTS TO OOUNTillS 

6 SEO. 33. As soon ns practicable after the end of each 

7 OBiendnr year, tbe Secrotary shall pny to the county in which 

8 any land is held by tho Seeretary under this title, 25 per 

9 centum of the net rc,·enues reeeived by the Secretary from 

10 tl1e nse of the Lmd during such yeor. In ease the land is 

11 situated in more than one county, tho amount w be paid 

12 shnll be divided equitably among tho respective counties. 

18 Payments to counties under this section shall be made on 

J 4 tbo condition that they are used for school or road purposes, 

15 or both. This section shall not be construed to apply to 

16 amounts received from the sale of land. 

17 APPBOPRIA'J'TON 

IS SEO. 34. To carry out the provisiooa of thie title, 

19 there is authorized to be appropriated tho sum of $'10,000,000 

20 for the fiacal Yll&l' ending Juno 30, 1938, nnd $20,000,000 

21 for cnch of the three fiscal ycnrs thereafter. 

22 TITLE IV-(JENEUAL PROVISIONS 

23 PARll SECUlUl'y AI)MJNIEI'l'RATIO!i 

24 SF.o. 41. (a) The SecrotAry shall cttabliah in the De-

2:5 pertment of Agriwlture a Farm Security AclntiniJdlatioo 
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1 w Ulist him in the exercilte ol the powers ud duties COII-

2 ferred by this Act. 

3 (b) For the po.rposea of this Act, the Sooretary shall 

' have power to-

6 (1) Appoint (without regard to the civil-service 

6 laws and regulatiollJI) and Jix the compensation of such 

7 officers and employees as may be necessary. No per-

8 eon shall be appointed or trallJiferred under this Act 

9 to any position in an office in a State or Territory the 

10 operatiollJI of which are confined to such State or Ter-

ll riwry or a portion thereof, or in a regional office outside 

12 the District of Columbia the operations of which extend 

l;l · w more than one, or portions of more than one, State 

14 or Territory, unless such person has beeq an actual and 

15 bona.-fide resident of the State or Territory, or region, 

16 as the case ma.y be, in which such office is located, for 

17 a. period ol not less than one year ne.~t preceding the 

18 appointment or trtiiUifer to such position ( disregardiug 

19 periods of residence outside such State or Territory, or 

20 region, u the case may be, while in the Federal Gov-

21 emmeot service) . If tho operations of the office are 

22 oonfined to a portion of & single State or Territory, the 

23 8ecreWy in making appointmenhl or transfen to such 

2i office aball appoint or transfer only penont who are 

25 reaidents of BUeb portion of the State or Territory. 
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1 (2) Accept and utilize vohmtary llld -iaeompea-

2 sated services, and, with the consellt of the apaey COD-

3 oe.rned, utilize tl1e officers, employees, equipment, aftCi 

4 information of lilly agency of the Federal 0ovei'JIIbeot, 

5 or of any State, Territory, or political nbdivision. 

G (3) Within tho limits of appropriations made 

7 therefor, mnko necessary cxpenditurt1! for perianal serV-

8 ices and rent at the seat of government aud elsewhere; 

9 contract stenogrnpl1ic reporting services; pun:base lllld 

10 exchange of supplies and equipment, law boob, books 

11 of reference, directories, periodicals, DeWipapers, an.d 

12 press clippings; trnvCl and subsistence eXpelllle8, inclnd-

13 ing the expense of attendance at meetings tWI confer-

14 ences; purchase, opemtion, and maintenanee, at the 

15 seat of government and elsewhere, of motor-propelled 

16 passeoger-(arrying and other veh.ieles; printing llDd 

17 ~indiug; nod for such otl1er facilities and services as 

18 he may from limo to time lind necessary lor the proper 

19 administration of this .Act. 

20 ( 4) Make contracts for servioee uad purchase~ 
21 of supplies without regsrd to the provilioaa el lediou 

22 3709 of the Bovisod Statutes (U. B. 0., l&U ed., title 

23 41, sec. 5) when the aggregate aru6uat mYel fed ill lea 
~ thau tsoo. ,. 

1 ,, 'fl 
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1 (~) llab payDMIIIU prior to llldit ud lleUiemeot 

J by 1be Oeoeral Aooount.ing Otlioe. 

8 ( 6) Acquire land and interet&~ therein without 

4 Agard to aection 855 of the Rev.iaed Statutes, as 

5 amended (relating to rtl8trictions on lbe acquisition of 

6 land by the United 8&atea) • 

7 ( 7) Compromi.•<e claims and obliptiODS arising 

8 under, and adjust and modify the tenns ol mortgages, 

9 leues, 0011tracts, and agreements enkred into ponuaot 

10 II), thia Act, as circumstances may require. 

;u (8) J>ursoe to final collection, in any oourt, State 

l2 or ;Federal, all claims arising under 'this Act, or under 

13 any mortgage, lease, contract, or agreement entered into 

H pursuant to this Act. 

15 ( 9) ,Hake such rules and regulations il8 be dee~~~~ 

16 JMK)888arJ to Cflrr1 om this Act. 

17 .11811Bl"1'LElT PIIO.JBOr8 

18 SBo. 48. The ~ is aulhorilecl to ooolioue to 

19 ~rm IUOh ol the fn~s vested io bim rw-nt to 

20 Executive Order Numbered 7530 of December $1., 1986, u 

21 amended by ExflllUtive Order Nambored 7667 of February 

a ~91 11t87,. IUI4l JIUJ'IWI& to Public Ac& Numbered 846, ~ 

D pmv" JWM all, 1936. (49 &a. 2085), u llalll bu~ 

II I eaV for die CJIIIIPielioa allll ~ ollboee .... 

a _. ,rqjiM, nll'll rrhhi'ila&ima projeoU for reu&dema' 
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1 purposes, and land development and land utilization projecta, 

2 for which funds have been allotted by the I'Mident, and dJe 

s balances of funds available to the ~retary for said purposes 

4 which are unexpended on June 80, 1937, are authorized to 

:; bo appropriated to carry o11t said purposes. 

G Ol!NERAL PROVISIONS APPLICABLE TO 8A.LB 

7 SEC. 44. The sale or other disposition of any real prop-

S erty acquired by the Secretary purs11ant to the provisioos 

9 of this Act, or any interest therein, shall be snbject to the 

10 reservation by the ~etary on behalf of the United States 

1 l of not less than an undivided half of the interest of the 

12 • United States in all coal, oil, gas, and other minerals in or ) 

13 under such property. 

14 SUXVEYS AND RESEIIRCD 

15 SEC. 45. The Secretary is authorized to conduct sur-

16 veys, investigations, and research relaililg to the conditions 

17 and factors affecting, and the methods of accomplishing most 

18 effectively, the purposes of this Act, and may publish and 

19 disseminate information pertinent to the various aspects of 

20 hi~ activities. 

21 

22 

VARlABLll PAYMENTS 

SEc. 46. The Secretary may provide for the paymeut 

23 of any obligation or indebledn~ss to him under tbi.a Ael 

24 under a system of variable payments under wbieh a aarpba 

211 above tl1e required payment will be collected iD periods of 
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1 above-oonnal production or prices and employed to reduce 

2 payments below the required peymen~ in periods of sub­

S normal production or prices. 

4 SET-Oil'li' 

5 SBO. 47. No set-oil shall be made against any payment 

6 to be made by the 8ecre~.ry to any person under the ~ 

7 visions of this Act, by reason of any indebtedness of such 

8 person to the United S~tes, and no deb~ d11e to the Secr&-

9 tary under the provisions of this Aot shall be set off against 

10 any payments owing by the United States, unless the Secre-

11 tary shall find that such set-oil will no~ adversely affect 

12 tho objectives of this Act. 

1S BID AT FOREOLOS URE 

14 SEC. 48. The Secretary is authorized and empowered 

15 to bid for and purchase at any foreclosure or other sale, or 

16 otherwise to acquire property pled.gcd or mortgaged to ae-

17 cure any loan or other indebtedness owing under this Act; 

1S to accept title to any property so purchased or acquired in the 

19 nome of tho United States; to operate or leaao such property 

20 for such period as may be deemed necessary or adviaable to 

21 protect the investment therein; and to sell or otherwise 

22 dispo!le of such property so purchased or aoqllired upon such 

23 terms and for such considerations aa the Secretary shall deter-

24 mine to be reasonable, but sllhject to the reservation of 

2G mineral rigbta provided for in section 44. 
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1 F111!8 ABD 00Vl(l881058 p!IORT!UftiD 

2 SBC. 49. No officer, at&omey, or employee ol the United 

3 States shall, directly or indirec&ly, be &be beueficiary ol or 

4 receive any fee, commisaioo, gilt, or other consideration 

5 for or in connection with any ti'IIN8Ctioo or bnsiness of the 

6 United States under this Ac.:t other than such salary, foe, 

7 or other compensation as he may receive from the United 

8 States. Any person violating the provisions ol this section 

9 shall, upon conviction thereof, be punished by a fine of not 

10 more than $1,000 or imprisonment for not more than one 

11 year, or both. 

12 EXTENSION TO TERBIT08IIll8 

13 SEc. 50. The provisions of this Act shall extend to the 

14 Territories of Alaska and Hawaii. 

16 Sro. 51. If any provision of thi• Act, or the application 

17 thereof to any persoo or cironmstances, i.a held innlid, the 

18 remainder of the Act, and the application of such provisions 

19 to other persons or cirCUJD8tances, shall not be affected 

20 thereby. 

I 

' 
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THOS . .J . WATSON 

170 8ft0ADWAY 

NI[W YOft"-

Tile lloDorable l'rankl.1n D, Bcc•uelt1 
Preetdent or the On1t.d Stat.•, 
Wh1 t. llouae, 
llaahinstoc, ~· C, 

Dear Mr. l'rellldent: 

"- ;:ro11 lr:nov, I ban been puttt.ns f'orth ner;:r 
ef'rcrt to brt.ns abOilt cooperation between tbe 01\1 ted Stat.• 
Chamber of' C~rce and. the Ada1nl•trat1on, 

At the Board Meett.ns of' the Cbuber la8t 
week, reallzinS that I bed not been ..Jd.ng orer;:r .acb beed-
~ 1n d1•cwoet.ns Yar1011e •ttere 1n open M•elon, I 11114 a 
privat. COilTenatlon vith Mr, ~ S1ble;:r, Mr, SU.U S trsMD 
end Mr. IU1ot ~. vith the reiiUlt tbat oerta1n cbezlse• 
were .-de 1n the Prosraa f'or the Anmlal. Meett.ns or the CMeber 
to be beld 1n April. 

2U 

Tile l'rosna C~tt.e ba4 alre&q YOted. to baYe 
Prof'e .. or Nole;:r debet. the 8~ Coart propo•1t1cm vith Mr. 
Lendi•, but t1a1e part or the prccz• we -u• IID4 tt .. 
then asree4 that the ct .._ -u :••t .. two th•,.., nr.t, 
that the Annual MeetinS wol114 be de'l'oted. larpl7 to a ~1CD 
or the Tenant l'u. Prosr-, v1th the ~reta"'"ns tbat the Bou-4 
wollld rec ""' tbat the c•·uz baclt 70111/r ~t hftl hccam; 
Mcon41 the;:r WDt to ..,...1 .. a CMIJ88 1n the pill t ta-
111l41etr1buted. prot'1te or oorporat1CIIWo It we~~ 
tbe Board vill NO D4 tbat 70111/r taz pz\Cifm, 'llll1oll we iCCjlll l 
b;:r ;:rOll 1n 19~, be ••Ht1tuted. tor the plan 1111.1oh- .., .. a..­
a.nd put throlash b7 the .... IID4 the a-te .. the ··-~ fll 
19}6. '1'lle rr •on f'or WDtinS to euHtltl&te 70111/r taz plan t~ the 
preeent law 1• beoeu• ezq h~ ~ ~ llelp 1111\ 
asree tbat 70111/r plan 1• the met •cattule Ul4 that 1t w111 111r1.-. 
1.n tl» ..t zev · trca OCAJOI•tlc.8 wl'"nl''• 4lft1 '• ..a, 
at the - u-, 70111/r plan will pendt -jkl&at1- to IWteSa 
lr'M.IIcrable wwte fll tlle1r eanWip tor tile~ ol tlldr 
buaibellll. 
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'1'be oawtanclSD8 41ttenDOe be~ the preMnt 
laY and 70f1Z pl.u>, .. :JOQ w1l.l note t'rca the attacbed e cbedllle, 
h, u etated abon, that :JOQr pl.u> •.....-• ~r tuae on 
ccrporati~ that are witbbol41DS 41Tidezob to eToid aurtane 
tlat would be J)81able b:J their atoclrboldere, and tbat 1t do .. 
not penalize corporationa tlat retain .-.onable portiona r or 
deTelopaent purpoMe. 

Your plan, u cOIIp&red with the R-ue Act or 19:56, 
1e eo Jmeh ..,... equitable to ner:J coe concerned, that I bellne 
action ebould be tabn betore consre .. adJOSU'Tie to wbetitute 
:Jour plan tor the 1av now 1n errect. 

Arter~ OODtereoce with MNG'II. 8ible7, 8tnwn 
and ~. I 414 not attend the af'tornoaD -tins, bat Mr. 
81ble:J 'broas)lt liP theM •ttere and waa npported b7 Me .. re. 
strawn 11114 v.4north. I • eoc1oe1D8 ooptee or letterto ftioh 
I reoe1w4 fr-lllr. 81ble:J 11114 Mr. ~ OD the eubJeot. 

I bellne the ,_, MeetlDS or the C~r w1l.l 
.al'll: the 'hec:'m'DS or helpt'lal ~t10D be~ the 'OD1te4 
Btatee m..Mr or c roe 11114 the '""'n1etnt10D, and I • 
SlwiDS :JOQ the abaTe 1nt-t1on 1n o0Dt14eoce beoauM I 'bellen 
1t 1• s.partant ror the 1n4utr1al, tiDU>Otal people and the 
Oonz 1t to all work topttrr. 

'lath ll::iJ:IUet pw ~ .,...rode, I • 

~ ' ',, 
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CWPA.RISOJT OP PGCDrAGD fl !OrAL mall !@ 

TO !OUL ADJUS!II) 11ft ~ B&ltaii ,._., UD1 

(Corporatitma W1th WuaW Jlet lD-• ol Orer 110,000. ) 

:'lhon Dirldendo 
Paid Equal ~ Rft'8Dila 

of Inoome ~elora lOt 
Fodoril Tax .. ot 1ft! {al 

of.. 16.:112% u.soo,c Sll .l~ 
10,C. • lS.S7z,t; IT.IOOJ' 10 .... 
20,C. • • lS.S7z,l; sz.&OOJC ..,_,.._ 
:50)(. • . • 18.:17~ 2T.&OOJC 111.06¥ 
4~. • • • 16 .:172)( 22.500,C 22 • .,.,C 
SOl'· 16.:172% l7.500,C 20 ••• 
~. • 16.:17~ 1:1.125',( l8,TftlC 
70,C. 18. :172% i.ll7~ lT .1"" 
S()j:. 16.:172% e.~ 18.lil,C 
90l(. 18, :1121' 2.85T,c 15 .1106" ~~ 

loe>f.. • 16.:172% o.OOOJ( lll.ll06,C 

(a) Capital Stoolc Taxea oc.p~~ted on deolared nJ. ue ticure •'l"i nleat 
to 1~ ot mi!Wiua t1~ r•Cl"i red to &'1'014 lbtouo Proftu 
rax ... 

(b) Scooe amount or dirldelld oredit in uoeu - oaa be ued 1a .._ 

ooquent y-r•. 
Above ticur•• applioablo tor oahndar year 1917 &114 eubae ...... 

yoare, oocputed on $1,000,000. 

ltoy: - To detel"'llino the a ppr o:a-te UU>Wit or total Federal '-- .. 

UJ<I ~~:~ount ot &4juoted net ino..,. in oxoeu ot $10,000o 

Ratar to U«e tAble, 1o•te 11Jie ah_.~ per._tace ot diridendo 
pa14, thea~ ilfhctltw pe..-t.pe to auala -..tots- a. 

!:xo,nple - CorporatiOD with net inoCIM ot 110,000,000. 'betWe ~ t.At 
PyiD& Dh14endo ot 

Under 50? ~~ 
Revenue A.Ot or l9SI, • tt.sst.zw. 18.59$ St.ast.IW. 16. S#P,, 
nooseve1t Plan, • • • 11 ,710, 000. l1.500jC ll,lll,500. lli.UII)C 

Revenue .&.ot ot USe, • IJ,Ote,ZOO. 20.ta:C ll,8Ta,IOO. 18 .71.,C 

Ei'footive peroenta«•• under a.r-• .uta ot lillll and 19:18 ftiY aUpt17 

"" aoo-t ot Y&riat iOD in rate or noiMl 1Jlo- tax•• appll• 
oable on portion ot 1Jl- bel- 060,000. · 
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... 1'-'t, •• T. 

fo1low1llc JOV .._..uoa w el1111Mtd tile 

811,._ Cl-' u - or tile -"-" t o be au--a at 
tile .. _, _,ill&, ... - llirolaPt Q tile tu ... .,..u 
-»1-• u • -J• 1- tor 41H11N1ca ... alao 6H1W 

to ,., • tu. .._,. u - ot tile -Jor 1tau . 

hUowia& TOW hit' .... atloll, I 11oJe JW 

wUl co *ltll • to - tile ,...u.at, 1t ,...1111a, 1a aoa• -u- wUII tllea _, __ ,..._-,. w llft 4etWtal:r 1a 

...... otllia ,.. ....... 

lo0011:1D& t-" to bel.JIC at J'OW Uuar uonl;r, 

bellaw •• 

·~,_. 

(ltp I) .....,_ -~ ........... 
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WB•sst OF Till UIITJn STATES 01' .AIIIKic.t. 

Ottice ot the~ .ltteolae 

CUato.a 

KOORI.IDOII lOR till SICRETWz 

2 .lYeDIM Gabriel 
Paris, l'ruce 

.April. 13, 19)7 • 

.£:1:C!k~ 
l e hen ell been quite b1117 bere clue to • ruah ot na.rcottc buainua 

h rether plied up on ue tor aenrel clqa. llldle we were boll7 

•cheperonin&" 11:esaler (the member or the lata-Bllnda eane w~x>a 11cboleon 

notified ue wu on the ·~ tro. Cbint.) troa Stolpca et the Polilb frontier 

to Vienna, tben to PU'ia, a.-r peraOD&lly aacortin& biJl a.ad the netioaal 

\jl<>.u.•oe ot the Yarioua countries concerned cooperetin& Yeey well et 8YV7 

we coJIJienced to get goocl 1nto.-t1on on tbe IO...alii with regard 

to her iapencl.in& Mllin&· It elao turned out tbet baaler wee MfHnc 

on thia Teeael. .Ill 1n ell, there were fiTe auspicious ao.._nt. in CCZ>­

naction with the IOI!!"IDIIa ~ (1) b eeler; (2) lle)'eraolm, ldloa we 

heel been obeerTin& in PU'ia, wbo appeared &t ll&..re at the lut -t 

IJld ci&Sbed Up the cancpleDk witboUt b&ving bou&bt & tiCket; {3) tb& 

Jan orcheatre pl&Jer Golcla&D with 20 klloa of heroin; (4) the ..Uor, 

neae unknown, auppoaed to hue 20 klloa of opiua; a.ad (S) the auap1c1oua 

bqgage aentioned in the telecru to the Bureeu. Since the IOIIUIDD 

hea been e t lew York for two cl~a now &lid we baTe received no report 

ot aD7 eeiaurea, I eaSUM nothin& n a foUDd. BoweYer, I bope tb&t 

throuah obaerYin& laaaler &tter he l&llda, law tork C&D uncOYer the locel 

connactione or the l&te- Blinda intern&tion&l I&DC• llao, whoa ll.,.reolm 

booka up with in lew t ork; a.ad the bla1neae connections ot Goldalulo the 

oreheatre pl~er. 

In connection with the leaeler &tt&lr, w ho4 our f1rat c!MOIIStr&tioa 

of bow to aka uea ot ell fecllitiea uail&ble in eonrin& en opentica 

epre&cl ell onr I!Urope. For 1nat&noea Braaer na aent to Stolpce to 

peraonell7 con•07 leealer whereftr be went. .. followed biJl to n-, 
obaerYecl biJl there, UaeD rollOYed biJl to i'uia. 1lldle leaaler na • 

route to Puis, BUnda, wlxla we were ntohin& e t n-, audd~ atertecl 

t or Perla elao • 'l'o oonr biJl, we ho4 to t&ka one of the Vie1111a ottioe 

toree, Poclle•, • hie .Anetri&Jl, to follow biJl to Pvia. (IMD ~ 

cot ae fer •• the rr.eh troatier, the l'renob police retuaecl biJl ctzuce 

a.ad turned biJl heck to the Swiee police, who took biJl to Zurich a.ad pat 

biJl in J.U t or inTeaU&&tioa, when he atlll ia. le were aom to -

thia be.ppen, u we hoped to oba- Blind• aDd lauler toceu..r &t tM1r 

bueinaae -tine• in Paril . It wwlcl appeer tbe.t the l'renoh &v.tboritiea, 

ldloa we bed gotta ell •ateeMt ap" &bout the •tter, thz: II' onr­

ae&loa-•• turned Blind• beck ineteed ot lettin& biJl pus t,broap.) le 

-
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tt.l &ot word trooo licbolaon tbat be auspected that a c.-patriot ot leaeler•a 

was aboard tbe PIU!SI.DDT WILSOII (Dollar Lille) due ill Europe t.broucla lhlea 

l•edl•tal7· le tigured tba narcoti.c• llight be aboard the IIILSOI. To 

c.war this &11&1•, ,. called on the Coceuls at lapl .. , a-, Uld ~ .. wea, 

to c.wer the pueeaaar list Uld booded or other euapicioua bacPc•· (Tile 

Consuls responded nry well.) It then dneloped tbat lesalar aa l•YiD.c 
on tba I O!IIol.llfDII, eo we aent Beers to Ban-e to properJ.7 aM h1a ott, iJI.. 

clud.ill& &itti.D& ill with the Vice-Consul at the peaepcrt inspection, unob­

trll.ainq. \'ben ,. tOIIDd that a Vice-Conaul, llr. hqua, boa Paris •• 

goin& on the IIOIIIWIDIE, ao we 11D.ed h1a up to obeen-e leselar ., route. 

J.ll ill all, the aboYe waa &ood trelnlna tor our DIJ'(!Otic unit. Scbt.rtt 

directed operations and did T~ well, with a little coachin& at the 
proper t1aee about analea be bed not bad experience ill as ;yet. Sobartt 
1e an excellent aan ed 1e 11Tin& up to 7our expectations flll17. It 1a 

too bad he 1e oot a pe~t -her ot our European tore• . 

I noted with illtarest the qr-nt betwe«~ free8Ur7 ed State with 
regard to NndHng narcotic •tters in t he tuture. This will 1.8pr<>Ye 

matters cons1derabl7. I also noted lr. Bullitt•s wWillg endeaTor to 
help. Be is DOW back hare and I baTe an appointaent 1D eM hia. Bie 

attitude 1e of the greatest help to ue here. 

le are getting alona nr7 well with the lrellch SUrete. Tbe7 an 
looaenin& up all the time and sra now a real help to ua . 

Sch&rtt baa preTed nry good et getting int01'11ere. Be has dna uP 

anaral proaiain& onee. le ban talked with anaral others •'- we ban 
bad to later weed out. BHra baa elso prond to ban a ltnaclt with iJI.. 

tor-era. 

lr. la1t 1e on eiclt l eaTe untU the end ot the aonth. 

Regards to all. 

lleapecttl1117, 

'l'llliiPSOI. 
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llEETINO RE RAILROAD RETIREIIEIIT .April 13, 1937 
11100 .A . II. 

Present: llr • lacill 
Ill'. Bell 
llr. J. J. Pelley 
Ill'. George Harrison 
Senator Pat Harrison 
Congressaa.n Robert Doughten 
Ill'. llurray La tilller 
lr. Arthur J. Altmeyer 

Sen. Barr .: Well, what have you got for us this morning - glad 
tidings or good news, or more trouble? 

B.K.Jr: Well, I don ' t know about gled tidings, but we •ve 
got a report from the actuaries. 

Sen. Barr.: Was Latimer there? 

llagill: No. 

Sen. Barr.: Oh, their actuary was Glenn, wasn't it? 

!lag ill: Yes 

Sen. Barr .: I see . 

t.lagill: 

H.K. Jr: 

llagill: 

Want me to read it? 

I thi.nk read 1t out loud . 

This is a report by tbese four actuaries that we had 
locked up in the Jury room to r eacb an agreement on 
this tbing the other day. 

"In accordance witb your informal request an actuarial 
conference was beld on April 8, 1937, to discuss the 
adequacy of the tax r ates contained in tbe proposed 
Railroad Retirement Bill. 

•Those attendiD& the conference were Mr. Georce B. 
Buck, Conault1ng Pension Fund Actuary, New York, and 
Chairman ot the Federal Board ot Actuaries or the 
Civil Ser'fice Retireaant and Diaability Fund, Ill'. 
Joseph Glenn, Actuary ot the Railroad Retirement 
Board, lr. •· R. Williamaon, Actuary tor the Social 
Security Board, llr. R. R. Reach, Government Actuary, 
Treaaury Department, and Mr. llaurice s. Brown, Actual')', 
Treuury Department. The concluaiona reached at tb.ia 
conference are summarized as follows: 
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"(1) It was unanimously agreed that the tax rates 
of the proposed bill are inadequate , 

"(2) 

" (3) 

"(4) 

Mr. Williamson made a motion that the tax 
rates in the proposed bill should be changed 
to rates beginning at 5 percent for the first 
three years and going up 1 percent instead ot 
one-halt percent each triennial period to a 
maximum of 9 percent beginning January 1, 1949. 
Mr . Buck, Mr . Williamson nnd Mr . Reagh voted 
"yes• to this motion, Mr . Glenn alone voting in 
the negative . (Mr. Brown, serving in a capacity 
of technical assistant, did not vote . ) 

Mr . Glenn suggested a flat r ate of 7 percent 
for some f ixed period of years, leaving the 
matter or adjustment, if necessary, to a future 
Congress. Mr. Glenn admitted, however, that a 
uniform tax rate of 7 percent would very prob­
ably prove to be inadequate on a permanent 
basis . Subsequently Yr. Glenn stated that he 
favored the continuation of the present tax act 
(Public No . 400, 74th Congress, Second Sessi on) 
except a s amendments are necessary to change the 
scope of the coverage, thereby requiring an 
annual r econsideration of the adequacy of the 
rate. He believes that in no case should the 
fixed period exceed ten years and preferably 
that it should no t exceed five years . He feels 
that a period of at least five years will elapse 
before sufficient experience has been accumulated 

to warrant the establishment of a definite rate 
for a longer period . 

It was unanimously agreed that the bill should 
car ry a provision requiring periodical valuations 

of the contingent liabilities created by the act 
i n r espect to new entrants, existing members and 
pensioners, with a report to Congress and the 
public setting forth the amount of such liabili­
t i es as well as the level percentage or payroll 
required to pay the benef i ts . It was further 
agreed that in order to assure the railroads, 
the employees and the public or technical repre­
sentation, the actuarial valuations should be 
made subJect to the supervision or a board or 
actuaries, one of whoa micht be des i cnated by 
the ra i lroads, one by the rai lroad employees, 
and the third by the Secretary of the Tr easury . 
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•llr . Henry lloir, Chairman of the Yinance Com­
mittee of the United States Life Insurance Company 
and a member of the Federal Boa.rd of Actuaries, 
was unable to attend the meeting; however , be d~d 
confer wi tb llr. Williomson ond llr. Reagb on April 
9 , and expressed ~self as being in~vor of the 
5 to 9 percent scale of t ax rates which was agreed 
to by all except llr . Glenn. llr . Koir's views are 
set forth in a letter to llr. Magill dated April 9. 
In t~s letter llr . Koir makes the suggestion that 
1 in the early years employees pay the full amount 
of 5 percent and that the additional charges running 
up to 9 percent ulti mately be poid solely by the 
employers, thus equali zing 1n a manner the benefits 
and putting the extra costs on those who get the 
most of the extra benefits, namely the present 
employees. • In a footnote to the letter, Mr . Koir 
makes an alternative suggestion that •this might be 
made 4i percent at first, rising to 9 percent on a 
50-50 principle . 

" Respectfully submitted, 

George B. Buck 
Joseph B. Glenn 
W. R. Williamson 
R. R. Reagh • 

11r . Buck was not · present when the r eport was con­
cluded, but it was read to him over the telephone 
and he authorized tbat his name be signed to it • 

• 

Were these rates suggested on the basis that they 
are pretty generally agreed to, of 67 fraction percent 
as the retirement age? 

(Altmeyer comes in) 

Well, I have a letter f r om them on tbat subject. 
I don' t know that the Secretary knows this, but llr. 
Rarrison and 11r . Pelley a ent a letter which was 
presented to the actuaries, aski ng the• to specitY 
the asauaptions which they used. I bave their answer, 
which is to the effect that t hey used the aaae asauap­
tiona and the same tabulati ons, etc ., which were used 
by the Railroad Retirement Board. 
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Sen. Bar r.: That was 67 plus, wasn ' t it? 

Magiq: 

Harrison: 

llagill: 

Dougllton: 

Magill: 

Dough ton: 

llagill: 

Right , yes . 

Let me understand Number One in that letter of 
April 10 that you just read, signed by four 
actuaries. "It was unanimously agreed tha t tile 
tax rates of t he proposed bill are inadequate . " 
What is your understanding of tha t statement? 
Is tllat based on the tax rates without considera­
tion for the loading under Social Security, or 
does that include tile loading under Social Security? 

It is my understanding they took that into a ccount; 
that, taking all the factors into account, it i s 
tlleir view tllat for tile plan to carry itself tile 
rate should be five to nine in the way they have 
stated, or lo!r . Glenn tllinks a l evel seven. 

Tllink it should be five to seven, or seven flat? 

lo!r. Glenn bas suggested it sllould be a level rate 
of seven; that is, starting now at seven and con­
tinuing at seven, witll this provision for readjust­
ment at some period of three years, five years, 
what you will. The otllers, the three others who 
attended the conference, and Mr . lloir, who is tile 
third member of this Government board of actuaries, 
all felt that the rate should run from five to ni ne; 
that is, increasing - starting at five for the first 
tbree years, then increasing one percent and running 
at six for tile next tllree years, and so on, unt i l 
they reach nine in \949. 

Wasn' t it a kind of understanding, or sentiment 
expressed here at our meeting the other day last 
week, tllat we go along for three years and then have 
a survey of tile whole situation? Having accumulated 
all the facts, they could ma.ke an adjustment tllen in 
the ligllt of experience up to that time. 

That ' s right. I think we all agr ee that a pr ov1111on 
of tbe kind they mention here in Paragraph 4 ought to 
go in; that i s , a provi s i on for periodical adjus t•ent 
of tile rates. 

l ow, the actuaries• i dea, as I under stand i t, is tha t 
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the rates to go into the bill ought to be rates ot 
such a character that, in the light ot your exper­
ience now, they indicate that the plan would be 
self-supporting . If it proves in the future that 
more money is coming in than is necessary, rates 
should be adJusted downward. If it proves that the 
money coming in is less than we need, the rates 
should be ad jus ted that way . 

These three-year periods here with the raise in 
the r ates don1 t mean, then, to interfere with or 
stop the three-year adJustment. 

That• s right. 

But it is just the best calculation they can make 
now. 

That 's exactly it . 

You don't know to what extent the rates are inade-
quate? 
tance? 

Was it just slight or was it ot great i .mpor-

Well, I don't know. I didn ' t attend their meeting 
either. All I have is this report. In accordance 
with our discussion here the other day, we put them 
in a conference room together and they worked at it 
on Thursday afternoon, Thursday evening . 

The reason I asked that question is that I have a 
statement here tro111 llr. Glenn and this is a distinct 
surprise to me - that he had signed his name to another 
statement that the tax yield would be inadequate. I 
Just wonder how often he changes his mind. 

I'd like to ask why does Mr . Glenn do a thing like 
that? 

Mr. Glenn, I'm - let me explain in beh&lf of llr. 
Glenn. 

I mean this Railroad Board 
surprises on the Treasury. 
for anyway? 

is all the tt.me springing 
I mean who are you working 

We ' re working tor the Governaent or the Onited Statal. 
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Well, I Just wonder sometimes who you are working 

for. What right does llr. Glenn have to send sotle­
thing like t hat aiid not advise us? 

You have a copy of it. 

Of Jlr, Glenn' s letter? 

I don' t know what it is . 

This is the final statement that we received from 
the Retirement ~oard. 

And the actuaries. 

On the cost . 

Was this before or after tbe meeting? 

Before. 

Well then, all that stuff went into tbe meeting . 
We sent i n everything we bad. 

Now, when we got through with our agreement with 
the railroads, I asked t he Retirement Board actuary 
to give me a statement of tbe cost of providing 
the benefits, the last final word on tbe cost or 
providing the benefits, and that was Just before 
this conference was held. And I got the statement; 

it might have been prepared still earlier tha.n that. 

Now, here ' s the statement that I received from ll.r. 
Glenn. It s t arts out in 1937, runs up to 1975; shows 

the income, shows the outgo. And in 1975 , under the 

present schedule of taxes we propose, t here will be a 

surplus of 592 million, 275 thousand dollars, after 
all the benefits are paid up to 1975 . And I have 1t 

here for each year commencing 1937 . 

Sen. Barr. t When was that letter ••• • 

Harrison: This was prepared and forwarded to me just before 
the conference of the actuaries . 

Sen. Barr . 1 I don' t see ~thing improper in that. But tbey 
refigured it, I suppose. 
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Well, when I made that statement I thoucht tbat 
the letter you bad was given after tbis meeting . 

No, before. 

Well then, I withdraw ~statement. I thoucht it 
was given after. That is what I couldn' t understand . 

I don't understand the diiference in Glenn's two 
statements. 

Well , all - as I say, as far as this summary is con­
cerned, I am in exactly the same position you are, 
because, as I think we all did, I wanted to be 
scrupulously fair about this thing and I didn't attend 
their meeting a t all . I went around once in the course 
of the afternoon to see how they were collling along and 
found they were at about an agreement, and this is, 
as you can see - they have all signed this thing and 
that ' s all I know about it. 

There is no difference in llr . Glenn's position in 

that memorandum and what he's taken here . If you 
look at that particular statement there - 1975 -
probably around the year 2000 the reserve is going 
down, you will notice . 

Well , this runs to 1975 and I understood that after 
that it would go down. 

Yes . Now, llr. Glenn, of course, does not believe 
that the five to nine per cent r ates are necessary . 
He says on a seven percent flat rate that reserve 
would not go down. So Mr. Glenn1 s two statements 
are in accord. Of course, on the basis of that 
same statement, if you had a five to nine percent 
rate, you would have a couple billion reserve ~ 

1975 . 

Sen. Barr . : You'd have a how much? 

Latimer: 

B.ll.Jr: 

Latimer: 

Couple billion. 

Couple billion surplus . 

That would be the accumulated e.xcess of income over 

outco. 
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Sen. Barr.: Well, I don't understand that, Latilller . 

Magill: I don't either. 

Sen . Barr.: Now, tbis figure is based on a five going up 
to seven. Latimer, this statement here that Ur. 

Harrison has read is based starting at five per cent, 
going up one-half percent triennially to 1949; then 
it shows how much? 

Harrison: $592,275,000 . 

Sen. Barr.: On this basis of seven percent flat , you'say it 
won ' t be as much or be more? 

Latimer: It will be more, but you won ' t go down; you come to 
a level point where it won't go down. But on the 
five to nine you have a s till higher reserve. 

Harrison: As I understand it, 1975 was as far in the future, 
with any degree of certainty, that any actuary could 
forecast the needs of a plan like this, because of 

· the variable assumpti ons underlying the calculation 
of the cost. And they made the figures up for me 
to 1975, and it shows a surplus of 592 million by 
then. 

Magill: 

H.U. Jr: 

Harrison~ 

H.M. Jr: 

Now, I agree, and I think anyone that knows anything 
about our railroad problem will agree, tha t the under­
lying assumptions on which you make the figures are so 
variable, changeable, that you just cannot plan it 
beyond 1975. 

Of course, I don' t get that letter, because we have 
bad these various computations f r om the Retirement 
Board and, as I aay, it is ~ - the actuaries have 
written me that they use the Railroad Retirement Board 
assumptions in arriving at t his conclusion. 

Now, I know that it is t r ue, from some of the state­
ments that we have had f r om the Retirement Board, 
that along about 1955 or 1962, along in that peri od, 
the fund would show a r ed figure . 

May I i nter rupt a minute? 

1955 - ~ figures show a surplus or $916,485, 000 . 

May I ask • •. . 
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As we have had so maQy s tatements, I don't know which 
1s which. 

Do I understand the Railroad Retirement Board did 
furnish Social Security and Treasury with a copy of 
this letter? 

Yes, we sent that to Mr. Magill; he has that, I 
believe . 

I think we got it. or course, I don't know what 
letter llr . Harrison has. But I gave the actuaries 
everything that we had received. 

I think I got that two or three days before, and 
we transmitted a copy of it with a letter that we 
submitted to the actuaries - that is, to the Secre­
tary of the Treasury. We transmitted a copy . 

If you remember, in that first memorandum we said 
complete recalculations were going on, and those 
are the complete recalculations (banding paper to 
Magill) • 

Of course, you appreciate I can't speak to this. 

Well, may I not say something, please, because we 
don • t - the other day, when this wb?le thing comes 
down to a matter of rates we couldn t agree on the 
actuaries, so I made the suggestion that - or some­
body made the suggestion we get these actuaries 
together, and I said I'd be satisfied, didn't I? 

You made the suggestion yourself . That was your 
suggestion. 

And I said I'd be satisfied with what this gr oup has 
agreed on. And I haven't changed my position and I 
am perfectly willing to take either one of these. 
They make two suggestions and I'll take either one. 

I'd like to ask this question . 

See? Now, we said we'd get these fellows together 
and get the report, and I 111 t ake either . They make 
two suggestions. They make one suggestion and OleDD 
makes another. Now, I 1ll take either one, with the 
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understanding that at the end of three years it be 

r eviewed . Now, I stand just where I stood the 

ot her night. 

The question I wanted to a sk was if this motion 

carried here in Number Two of the summary, made 

by llr. Williamson, concurred in by all but llr. 

Glenn, who didn ' t vote - if it is agreeable to 

all parties that the legislation proceed on that 

basis , that gives us a chance to r eadjust at the 

end of three years. 

You mean start out at f ive percent for the first 

three years and then study it . 

210 

Unless experience accumulated up to that time would 

demons.tra te some other rate was necessary. Tba t is, 

as I understand, kind of a tentative suggestion . 

If it was permanent, there would be no use for the 

read justment, but that ' s a tentative suggestion, the 

best t hey can give now. 

Start out at five per cent for three years from the 

first of January, ' 37. 

Yes . 

Their suggestion is to write in in the same law and 

in the same way as the proposed plan, except you get 

a maximum of nine instead or the proposed maximum of 

seven, and write in this provision for en adjustment 

of rates periodically to see whether or not t hey re 

too high or too low. 

Well now, since you are going to have the ex8Jilina­

tion of t he question within three years and we both 

agree t hat if it does disclose t hat it needs to be 

revised, we will agr ee to a r evision, why not start 

out with the proposed tax rates as we have them in 

the bill and then only - aDd make the r evision on 

that base. 

Well i sn't it better polia,r - as I understood it, 

we ail agreed to get t hese actuaries in end see if 

we can get an agreement out of thea. Now, all the 

actuaries agree that the proposed rates are inade­

quate, and they have proposed two alternatives. 

Well, a s lone as we a r e writina the bill oow, w~ 

Regraded Uclassified



- 11 -

not write the bill in the f or11 which they egard 

as adequate? 
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Harrison: There is Just this to that. •e had an agreement 

with the railroads that took the tax up to a maximum 

of seven. This r aises the maximum two points beyond 

seven . Now, you can see what you' re doing to our 
agree11ent, 

Doughton: As I understand, Mr . Harrison, they did agree at the -

the other day that at the end of a three-year period 

they would agree to wha tever rates are necessary. 

Harrison: Yes, I subscribe to that. I subscribe to that. At 

the end of the three-year period, have it adJusted 

to whatever is necessary. That ' s the way I under­

stood it, and that was agreeable to Mr. Pelley. 

B.M.Jr: May I ask, is that agreeable? Just what is your 

position now in the light of this report? 

Pelley: I don't know that I have any position at all, Jlr. 

Secretary. I would like to get straight on Mr. 

Glenn' s position, because he is the actuary that 

we have relied upon throughout our negotiations, 

and I'd like to get clear as t o whether or not he 

is changing his position. 

~agill: This is his last word . 

Sen, Barr . : Well , I don't s ee, John, where he ' s changed his 

opinion except this: As I understood Mr. Latimer, 

all of them bad some doubt about after 1962 under 

the present proposal, s tarting out at five , going 

up one percent, etc. , up 1til 1912 . Now, Glenn 

subscribes to the pr oposition that if you make a 

flat r ate of seven percent he doesn ' t think there 

would be any deficit. Isn't that right? 

Latimer : No . Bo, he wants it r evalued at certain periods . 

Be' s unwilling to say - he tllinks 1t will be at 

l east five years before you will have sufficient 

experience to establish the definite r ate. That' s 

his position. 

But I ' d like to say this about Jlr. Glenn. Of course, 

i n the statements which have been i ssued there by lr. 
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Glenn, be has said that, taking this plan by 
itself without going into a~thing else, the 
level coat is 7.11 percent, so that he hasn ' t 
cha.nged his position on that at ell . In tact, 
this seven percent hera ia a little lower, taking 
it by itself, than what he has previously said. 

232 

As I get it, he says that seven percent is probably 
inadequate . 

Yes. 

But he says, "Let•s make it a flat seven. " 

Well, that's the reason I asked the question if, 
in the statement that the tax rates were inadequate, 
they took into consideration the loading under 
Social Security, because the loading is in the 
figure 7 . 11. 

I think the general position of the act uaries was 
that it couldn't be taken into account; therefore, 
i t was out. 

My understanding is that instead of there bei ng a 
differential which would favor the railroad r etire­
ment system, there i s a diff erential t hat would fa vor 
the Social Security system, if they all stayed tosether; 
that the actuaries agree now that •••• 

Glenn doesn ' t agree to that. 

My understanding is that t he actuari es agreed that 
this differential existed only about the first 15 
years and after that it turned the other way •• •• • 

Glenn doesn't agr ee to that • 

•• • and that the mistake made was that these figures 
were not r un out far enough and it was assumed there 
was a per11anent differenti al wbe.n it now appears, 
r unning the figures out further , because of a higher 
wage level there is a diff erential the other way. 

Sen. Herr. : Well now, let me ask the Secretary of the Treasury ­
it one of these propositions should be agreed upon, 
than that removes the propos ition that was debated 

Regraded Uclassified



- l) -

at first as to the aaount ot taxes that is due 
the Goveraaent under the present law, which is 
estimated to be about a hundred and so.e odd 
m.illions or dollars, and that the Act start tra. 
January lst this year •• • • 
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H. li.Jr: That's right. 

Sen. Barr . : •••• as in the proposition. And under the agreement, 
as I understand, there would be paid 1n iaaediately 
to the Treasury, as of April lst, about )0 millions 
of dollars . Is that right? 

H.li . Jr: I don' t know about the )0 million. 

Sen. Barr .: Well, I understood it was JO million. 

Bell: 

Harrison: 

Pelley : 

Latimer: 

B.K. Jr: 

It was about 55 million, I think llr. Pelley said. 

For the six months. 

For the six months . 

First quarter, 27t. 

But without -leaving out that last statement about 
how much is paid in, for the other part your statement 
of the !acts is as I understand it. 

Sen. Barr .: I just wanted to get that clear. 

Dough ton: 

Pelley : 

Harrison: 

Pelley: 

Dough ton: 

Bow, it is agreed that we'll start at five percent. 
That is what the railroads and the Brotherhoods seem 
to think will be adequate . The actuaries seem to be 
agains t them, think it may not be adequate. flow, it 
is agreed further that if i t is not adequate they are 
willing to go up to what is adequate - 6, 7, 8 or 9. 

Go up with the taxes or come down on the benefita . 

That's Pelley' s position. It is not ~ position. My 
position is: go up with the taxes. 

We'll settle that later. 

Let's fight that out three years !rom now. 
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Sen. Barr .: Well, of course, the moti on here that all voted for 
except Mr. Glenn - five per cent for three yeara -
well, that 1a a little different from the agree•ent. 
The agreement that they made was five percent for 
the f irst year, increase to five end a quarter the 
second, five and a half the third. 

Pelley: Five for three years and then •.• • 

Magill: This is the same as their agreement . 

een. Barr. : I thought i t went up a quarter . 

Harrison: 

Dough ton: 

It goes up a quarter percent each three years for 
twelve years . 

It looks t o me like you•ve got something you could 
start on and get away from these conferences; we've 
had enough. 

H.M.Jr: It seems to me we •ve come about nine- tenths of the 
way. 

Doughton: Well , all you want is the Treasury to be protected. 

Sen. Barr .: I don't know - if you're going to do it, we 1 ve got 
the thing laid in our l ap three years from now and 
the actuaries are going t o be called in, but we don 1 t 
know whether we•ll be here. 

Doughton: Get a lot of experience in three years . 

Pelley: None of us know whether we 1ll be here. 

H.M,Jr: Just one thing, Senator Harrison, you d i dn 1 \ mention. 
That is, if this goes through on the - whatever you 
call it- on the Number Two plan, ,, , , 

Bell: Five to nine • 

B.K. Jr: 

Bell: 

Harrison: 

• • • five to nine - I mean i t would be necessary tor 
us to send up in the last deficiency bill a r equeat 
for 40 million. 

Something like that. 

Enough to finance it f or the balance of the tiacal 
year. 
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Bell: 1 .38, yes . 

Harrison: 138 fiscal year . 

Sen. l:larr. : Don't you get right away some 40 million or some thine 
like that? 

H.II.Jr: 

Bell: 

Pelley: 

Bell : 

Latimer: 

Bell: 

Pelley: 

Latimer: 

Bell : 

!lag ill: 

Altmeyer: 

llagtll: 

Well, the important thing is to take over their 200 
million dollar fund . 

We have 46 million dol lars already appropriated to 
take care of ' .37 and '38 under the present bill. 

!:low much of that has been s pent, llr . Bell? 

About six million spent to date . 

Six million? 

I think 1t 1 s six million. 

About a million. 

About a million and a half. 

I may be wrong on that. 

I should th.ink as lone as you are contempla tine an 
agreement that will undoubtedly go on 1ndef1Dite!y, 
you ought to Krite it in the same way - same general 
form that the plan contemplated; that you are setting 
.it up on a permane.nt basis, five percent for three 
years, six percent for three years, seven percent 
for three years, etc . Social Security is written 
that way, isn't it? 

(Nods yes) 

So you can see what - you've got this provisi on for 
adJustaents. It the r ates prove to be too high, 
all right, let's change it - or 1f they pr ove to be 
too low. But I tbink for the aaae r eason you were 
talking about a minute ago, 1t i s well to put tha 
thine on a peraanent basta if you can, so as to avoid 
as much aa you can of t his d.illcusston as to what the 
rates ought to be three years froaa now, wben we aay 
not yet know. You see, Glenn says here, aa fer •• 
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that i s concerned, that you won' t know for f i ve 
years whether the thing is self-supporting or 
not. How, it seems to me t hat the proposal, tbia 
Number Two proposal, is entirely fair to everybody, 
because it means that the agreement starts off on 
exactly the basis that the Brotherhoods and the 
railroads have agreed. 

Sen . Barr .: You don't have to take it back to them for any 
change? 

Magill: 

Sen . Barr.: 

Magill: 

Sen. Harr . : 

Pelley: 

Now, you atep it up to a higher rate than that which 
was ultimately contemplated, but if that proves to 
be i.!Dproper from your experience, why, you put in 
EDachinery for making the change. 

Well, ~rriting the law is wha t I'm getting at now. 
I want to know your idea as to bow the proVisions 
should read . Are you going to write it and say that 
for the first three years the r ates should be five 
percent and that after t hat time the Congress must 
fix the other rates? 

No, I'd write it as a permanent plan - five percent 
for the first three years, six percent for the next 
three years, seven percent for the next three, etc. , 
up to this EDaxi.IDum of nine which is going to be 
reached. 

Well, if you f ix it that way, then the Brotberhooda 
and the railroads have got to take it back to their 
respective principals, because it is a change in 
their agreement . Am I right? 

You are. 

Sen. Barr . : That ' s why I was asking the question. 

Pelley: It seems to me now, since you f olks have gotten away 
from the position that you had from the beginning, 
the t we ought to pay in this 11oney that 1 s accrued 
under the old law, we ought to be able to carry out 
apparently what llr. Doughton has in his llilld. Tbb 
agreement - Just go on with the a.greuent, ~trite it 
into the law; if you want to make some provision that 
at the end of five years have a look at it and see if 
it i s adequate, and if not then some adJustment will 
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be made, that's all right. 

Three years . 

Three - well, that ' s ell right. That will tell us 

a good many things. Three years from now we ' ll 
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know something about where we ' re going a little more 

definitely than we do now. I think, to be perfectly 

frank with you, that our people would not agree now -

not commit themselves to paying nine percent at any 

time. I d on' t know whether the men want to do that 

or not; that•s 4f percent of their pay . And llr . 

Latimer says that it will build up a reserve of a 

couple of billion dollars. Now, we ' re rather poor 

and the men are none too rich and I don ' t know if 

you want to set up a reserve of that kind. 

Well, without committing yourself as put up to the 

railroads, do you think that they would rather have 

a f i ve percent for three years and then step it up 

half a percent and get nine percent in twelve years , 

or whether they ' d rather have a flat seven percent 

proposit ion? 

I think they ' d rather have the five percent, Senator, 

because t hey are all in more or less financial diffi­

culti es - not all of them; some of them are all right. 

Their business is getting better. This five percent 

idea, I think, was what made it possible to sell it 

to them. They got started on the lower basis. And 

as I pointed out here the other day, we •re r eally 

starting on a 2t percent basis while all other indus­

tries are getting started at a one percent basis, and 

it ' s a pretty good load for them . 

Of course, you've got a big selling point to them 

on this five to nine, for instance . You' re relieving 

the f i fteen railroads, or whatever it i s, of t his 

200 million dollar liability which they are now under, 

and which, as I understand it, i s costing J6 million 

dollars a year, ••• •• • • 

Which is more than lt percent. 

•••• when they get out of t hat- which is more than 

the lt percent. And further , they are relieved of 

the potential liabi lity for whatever might be found 
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to be due under this present law; and the way the 

Supreme Court i s going now, I think they will uphold 

the present law. So I think as far as your railroads 

are concerned, they're getting an awful good break . 

Well , os a matter of fact, as compared with the pre­

sent, they're stepping up their pension bill from 

some )6 million to a minimum of 55 million, and to 

a maximum of something like 75, and that is the con­

dition that confronts them, and i t takes that many 

millions of dollars to pay the bill . 

But for the present you are better off under your 

proposed scheme than you would be if you came in under 

the Social Security Act . 

Well, I don't know; I haven ' t considered that. 

As long as the railroads agreed to the five to seven 

proposition, I don ' t see how they can fail to agree 

to this, since you have this provision for an ad just­

ment of the rates either way •• Now, you were arguing 

with us the other day that the Treasury would be pro­

tected if we had a provision for ad justing the rates 

up. Now, by the same token you will be protected 

i f you have a provision for adjusting the rates down. 

It will ~ork both ways. It seems to me the sensible 

thing to do is to start the program on a basis which 

your actuaries agree is sound . Now, if you find that 

exper ience shows tha t they took too much into account, 

or didn't take enough, why, all right, let ' s change it. 

But as I understood, we were all in pretty general 

agreement the other day to put it up to t hese actuar­

ies and see what they had to say , and if they could 

arrive a t an agreement, to go forward on that basis. 

Now, as the Secretary said, we are willing to go 

ahead with that arrangement . We'll take either one 

of thes e things. 

Looks like both the Treasury end the railroads are 

protected, provided they carry out the spirit of 

tbis agreement. 

That 1 s right. 

In writing the law I 1ve gotten Kr . Kagill 1 s viewpoint 

that it ought to be written starting out at f ive and 

step it up to nine, and that is written i nto the law 
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with a provision that in three years these reports 
come in and that such edjustaents be made as are 
shown to be necessary at that time . Now, would that 
be satisfactory or would you rather have the law be 
written Just as the agreement makes it, of steppinC 
it up to seven percent? 

I ' d rather have it as the agreement is written, 
Senator, and I think everybody is tully protected . 
It we've got the agreement, why not go ahead end 
carry it out? Just as George Harrison said and our 
people ere willing.- now, to go beck to them with 
another proposition that lifts it up to nine - I 
think we 1d have difficulty getting them to make 
a commitment now that they are going to pay nine 
several years from now. 

Sen. Herr .: Is this provision of three years going to be written­
about what would be the wording or it? 

llagill: 

Bell: 

.llagill: 

Harrison: 

Magill : 

Harrison: 

llagill: 

Harrison: 

Well, I - I haven ' t got it in front of me. I think 
Kent has got a draft of such a provision. What we 
had in mind was a provision for reports as to the 
sufficiency of the fund remaining unexpended to meet 
the estimated liabilities. 

i1th a recommendation. 

With a recommendation. 

'lell, we couldn't agree to anything 11lce that. That 
ties the two together . The whole theory underlying it 
is to keep the two separated. 

That's got to be taken into consideration. 

Have two reports. Have a report of the benefits under 
the benefit law, and a report of the liabilities under 
the - of the i .ncome under the tax law. 

All right. 

And with that we can follow along. Because soae 
individual employee or stockholder, or some railroad 
that bas not subscr ibed, may attack this in the courts, 
and we don' t want to tie them together because we feel 
then we wouldn ' t have a chance to sustain the two. 
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Ot course, we ' re Just as anxious as you a~e to put 

i t on a basis to sustain i t; we ' l~ do everything we 

can to sustain it. 

Aside from that, I don't see anything wrong in t he 

proposition. In fact, we have a section i n the pro­

posed bills now calling for a report . 

If we put the rates in there from five to nine , with 

a proviso t hat it not go to the nine unless necessary -

it might not be necessary that the rate gofbat high, 

if experience demonstrates that five or six would be 

sufficient. If that proviso is put in that it shouldn' t 

go above what is necessary to support it - if tha t is 

kept in good faith and it means anything, it looks to 

me like you are amply protected, and let' s get this 

thing star ted . 

You see, the difficulty we have, Mr . Doughton - it is 

most important that all the roads agree to this , It 

I were handling George Harrison's Job, I wouldn' t 

enter into any kind of agreement with the rai~roads 

that didn ' t bring them all in, because I think he 1 s 

got a right to ask that they all come in; he ' s making 

a deal for all of hi s men on all of these railroads . 

Well, some of the railroads have no pension plan ; some 

of them pay nothing - the Milwaukee and others -

several of them pay nothing . I think it would be 

impossible to get them committed to 41 percent of 

their payroll . 

Wi th a proviso that they wouldn ' t have to pay it 

if experience demonstrated it wasn' t necessary? 

Yes, I think it would be very difficult to get them 

to do it. They have, though, tor the sake ot an 

agreement, come in on the basis of ultimately Ji -
7 percent in twelve years . 

Now, I say they have all come in. a s a matter ot 

fact, no one voted "no" on the proposition; there 

wer e a couple ot them not vot~ng. I think they will 

not contest the law if it is passed . I th1Dk they 'll 

go right along. But to get them to come in on a 

nine percent basis I believe would be almost impos­

sible - tog et a unanimous assent, and that is what 

he wants and that is what I think he has a right t o 

have . 
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\\'ell, may I ask, what are you going to do at tbe 

end of three years 1f you find out that the rate 

to which you agreed is not sufficient? 

Well , we ' d have to make a new agreement . 

The~I suppose, they are free to attack the Act. 

Beg pardon? 

Are they free to att ack the Act? 

241 

Well, if there is a substantial change, more than 

anybody could stand, I presume they would feel that 

they bad a right to do that . 

Then this agreement really isn't much good except 

for the first three years, is it? 

Well, ••• 

Sen . Barr . : Unless they got the confirmation of the r ailroads. 

Bell : 

Pelley: 

H.K.Jr: 

Pelley: 

H, li,Jr: 

Pelley: 

H. II . Jr: 

Pelley: 

H. ll.Jr: 

Unless they got the rates t hey want. 

Well , of course, what I have said is that if it i s 

s een that the fund 1s not sufficient, then the saae 

people will have to make another agreement, increase 

the tax or reduce the benefits, one or the other. 

But you made a st atement that not all the railroads 

have agreed to this. 

Well, there ' s nobody ob jected to it, llr . Secretary . 

In the vote that was taken on the proposition, there 

was nobody - not any road voted "no. " 

Well, how did they vote on it? 

A part of the agreement is tha t the railroads will 

not contest this . 

Have they all agreed to that? 

Nobody said they would - one or two not voting . 

One or two might start a suit tomorrow. 
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They might, but I think the cbences are very remote . 
One of thee, tbe one tbat· I thought might, baa sai d 
to me on the side that they ' d go right along; they 
wouldn ' t give their assent to i t because they have 
no pension plan at all, but they ' ll ride along with 
the group . 

I mean you're- bei ng very f rank, it i sn•t you • • •• 

I'm telling you just exactly . ... 

You r eally can't give an ironclad guarantee on the 
suit . 

Well , I can on all but one or two railroads, and I 
don' t think they ' re going to take on the cost, llr . 

Secretary . 

Pardon me? 

I don't think those one or t wo would want to take 
on the expense of fighting a law auit about it or 
contesting the validity of the law. There won ' t be 
any trouble about it. 

Well , I ' ll jus t say to Senator Harrison I can only 
restate my position - where we were . We asked for 
this report and we got it and I'm willing to abide 
by it. 

Well, are those two things mutually exclusive? You 
say you ' ll take llr. Glenn' s suggestion and you will 
take what the other actuaries consider the equivalent 
of llr . Glenn' s suggestion on a step-up basis. 

What do you mean? 

Well, the Number Two is equivalent to an 8. 22 rate 
starting immediately . Glenn' s flat seven- I don ' t 
know what equivalent step-up you ' d have to have to 
start at f ive and get the equivalent of what llr. 

Glenn' s f lat seven ia . 

Probably won ' t be nine. 

No , wouldn' t be nine . 
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l ow, there are just the two - start f ive going to 

nine, or flat seven. 

Would :you (Latimer ) reduce it to some point where 

:you'd get a •••• 

What I am saying is, the Secretary has said that 

he ' s agreeable to lfr. Glenn' s suggestion of seven 

percent. 

A flat seven. 

243 

Yes, a flat seven. Well , the equivalent of Number 

Two is 8 . 22 . Now, :you .are saying that as tar as 

you are concerned you ' ll take either seven or 8 . 22. 

No, you can1 t • • •• 

As an average. 

No, :you can' t say that . I ' m saying just in the exact 

language; I ' m not trying to rewrite or interpret 

anything. I'll take it Just as ~t is written there . 

Without committing :yourself (Pelley) for the railroads, 

would your view of it be that they prefer the starting 

at five and going to nine or starting now at seven? 

Not committing :yourself - but of the two . 

Well , I couldn't say what their view would be on that . 

I don ' t know what they'd say about that, Ur. Doughton. 

I think they ' d be pretty slow to get above seven. 

Some railroads probably would say - I ' d take the 

seven now and that ' s all, if I bad to settle it one 

way or the other . 

You' d do what, lfr. Pelley? 

I think probably some of them would take the seven. 

I t hink I would if I were running a railroad - prob­

ably start at the seven rate rather than to go up to 

nine ul timatel:y. This nine - this suggestion here, 

as Mr . Latimer says, is going to build up a treaen­

dous reserve . 

Would that be to put it at seven percent and study 

it at the end of three years, or would that be a flat 

permanent rate? 

Regraded Uclassified



Pelley: 

Dough ton: 

Pelley: 

- 24 -

I have no idea of what they ' d do about it; just 
trying to answer Mr. Daughton, really giving =r 
own personal view. 

If you - in other words, if seven should not be 
enough, you1d fight to go down on the benefits 
rather than to go up above seven. 

That's right, 
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Sen. Barr.: Well, do you gentlemen want to confer with your 
respective interests? 

Harrison: 

Magill: 

Harrison: 

Al t meyer: 

Harrison: 

Altmeyer: 

I want to get the record straight here on one 
question, if I may, because of the great impor­
tance to these men I represent. I ' m not in the 
habit of picking their pockets ~self, and don' t 
want it to be done if I know it ' s going on. 

Tell me about this Social SecUrity loading. Now, 
where do we stand on that? Let me have the two 
versions . 

Goodt 

I ' d like to know the two positions on that. 

VIe stand on the letter we wrote to Railroad Retire­
ment. The effect of the letter we wrote to Ur. 
Latimer, in response to his letter, is that the 
railroads and the men should contribute to Social 
Security rather than Social Security contribute to 
the railroads. 

It is just the opposite to what we bad been under­
standing heretofore . 

Yes, but our letter is clear there. Our letter says 
that t he fourth principle furnishes the answer to 
the first of your specific questions. •Provision 
of an old-age retirement system for any specific 
group is to be r egarded as composed of the general 
old-age benefit system with thi s correlative finan­
cial support, w~th a superimposed structure of 
benefi ts and a corresponding means of provi ding for 
them. • In other words , the creation of the speci al 
system should not affect the balance between incoee 
and outgo which would exist w1 thout it. low, if the 
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differential is the other way, lifting out the 
railroad industry !rom Social Security does ad­
versely atfect the Social Security system rather 
than help it. 

What is the position or the Retirement Board as 
ot today on that? 

Well, I•m basing mine on the studies made by 
Will iamson, that between now and 1970 the taking 
out of the railroad employees does affect favorably 
Social Security . Of course, what - the difference 
there is we have taken into account a period ••••• 

You did.n 1 t mean Williamson. You mea.nt Glenn. 

No, Willia.mson. 
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What is the authority for your (Altmeyer) statement? 

MY authority is that Williamson tells me that this 
differential ceases to exist in 15 years •• • • 

(Laughs) 

• •• and that the differential starts moving the other 
way at the end of 15 years. 

What does Williuson tell you (Latimer)? 

Be told me it started moving the other way 1n 1974. 
Maybe he's made some new calculations • 

• 
There is a differential until 1974 1n favor of the 
railroad men? 

Yes. 

Well, it may mean that the differential starts mov1nc 
the other way 1n 15 years, but does not completely 
disappear until 1974. 

But the ultimate result is that the differential 11 
exactly the opposite from what we had understood 
previously . 

Well now, 1 entlemen, I don• t want to burry this thing, 
but I don't know whether the r ailroad owners and 
workers want to have a chance to tb1Dk this over . 
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I tllink as far as I 1m concerned - I think I've 
made a cleancut statement, and if anybody wants 
to ask the Treasury where we stand at this time 
I 111 repeat it if necessary, but I think I've 
made my position clear . I'd like to ask Senator 
Harrison and Ur. Daughton whether they want t o 
ask me anything more. 

• 

Sen. Barr.: I think I understand your position. You say that 
either one of these alternative plans will be satis­
factory to the Treasury . 

B.W.Jr: As far as the Treasury - I can only speak for the 
Treasury, but I want to saY - I have not shown this 
to the President, didn ' t want to bother him, but his 
position bas been right along that he'd asked these 
gentlemen to get an agreement and Lf the Treasury 
was satisfied with the rates, he was satisfied; and 
that's what the President has said, that he left it 
to me on the r ates. Now, we'll take either one of 
these things , and a s long as the President, if the 
Treasury is satisfied, ha s said he ' d agree likewise, 
that ' s our position now; and i t's good tomorrow and 
it ' s good a week from tomorrow. 

Sen. Harr.: This (letter of April 10 from actuari es) been given 
to the press? 

H. IA.Jr: 

Dough ton: 

No, we didn't want to do it unless you people wanted 
us to do it . 

Oh, I see • • 
Sen. Barr . : I want to keep this copy myself . 

H. M. Jr: Would you like us to give it to the press? 

Sen. Herr.: I don't care myself; it 1 s up to these gentlemen. 

Dough ton: 

Sen. Barr. 1 

Dough ton: 

I don ' t think there ' s any use giving it to the press. 
They ' d find something in it to criticize. 

The press will get it; they - bell, they get every­
thing. So I don ' t see - enybody s ee any obJection 
to giving it to the press? 

I think it won't ben.etit; it won't do aey good. 
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It won ' t leak out from here; I can assure you ~hat , 

If you give that to the press, without aQY sign of 
an agreement, the press will try to stick us, like 

they always do. We ' re Just up against this situation, 

gentlemen, right now. Unless we can get an aareement, 

the only thing our Committee can do is to go forward 

with wbat the Committee deems is wisest to do, or do 

nothing . It looks like it ' s going to be lett to our 
Committee right now - lett to our Committee as to 

wba t we do, or do nothing. 

Well , may I ask one question - two questions? One 

question I'd like to ask Ur . Pelley . Have you 
anything - I mean any complaint or aeythlng about 

the reasonableness of ~ position, in view of the 

report I have received from the actuaries? 

Oh, I haven't aey quarrel a t all with anything you 

have done at any time, lolr. Secretary . 

But I mean - anything you1d like to ask me to clear 

up my position? 

No, I don't think so. I can't quite get straight 
on this Glenn position. You see the position that 

we're in. We met to try to make an agreement, and 
we were told that we might use the Retirement Board 

and t heir actuaries, and we did that, and so tar as 
I was concerned I relied absolutely on what they had 

to say a bout it, so far as the tax was concerned. 

And we get this agreement which we understand is 
actuarially sound and have said so. And what I am 

not quite cleer on is whether the people who told 
us it was a ctuarially sound are now saying it was not. 

I ' m not quite clear on that. 

Well , I don 't know how Mr . Altmeyer - but I can only 

talk for the Treasury and I Just bave to repeat. We 
went through what we said we would, that we ' d get these 

fellows in a room and tell them wbat to do; they did it; 

now I 'll take either one. 

Now I Just want, before we break up, to ask Mr. 
Harrison if be wants to esk me ••• 

Jo, I have no questions to ask. I do want to make 
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this statement, though: that we proceeded on the 
figures furnished us by llr . Glenn and now it 1s a 
distinct surprise to me, as I r ead the letter, that 
he makes the statement that the proposed tax rates 
a re inadequate. And then, when we agreed t o take 

.. 

over the present pensioners, the two hundr ed million, 
it was only with the understanding that there was a 
loading that we were entitled t o of .54 of one percent 
of the payroll. We never agreed to pay a.ny part of 
tnis out of our pockets, but we were willing to let 
part of that be used to pay that - 32 hundredths of 
the 54. Now if there isn 1t any loading, you can see 
that we 1re going to have to put up half of .)2 or 
. 16 to carry this load of two hundr ed million. 

But, 1t you don't mind, this isn't between you and 
the Treasury. 

None whatever. I think your position, based on the 
advice you have there, is exactly what~ attitude 
would be if I was in your positi on. 

Well, all I can say is any t ime •••. We 're through, 
we've done our part, the rest is up to the gentlemen 
on the Bi~l. If they want to meet again, why, we 1 re 
available . 

llr . llorgenthau, I understand, or am I to understand, 
that you are agreeable to Number Three; that is, you ' d 
be willing to start on a flat seven percent basis? 

With the understanding that at the end of three years 

the matter would be reviewed. 

I t hink tha t i s advisabl e, irrespective of what r ate . 

I ' ll take either one . 

Waa there an answer to this letter we sent over? 

I think there is, yes . I know there is . Do you want 

that? 

I'd be glad to have it. 

I'm not sure I have it here; yes, I do . That ' s simply 
a letter of t .r ansmittal for your (B .M. Jr) signature. 
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I 1 d like to have a chance to r ead this. It 1 s too 
important to Just sign. Suppose we get it over to 
you late this afternoon. 

Pelley: All right, any time . 

Sen. Barr. : Magi~l, I wish you' d send up to me - and I expect 
Chairman Doughton wants the same thing - this tenta­
tive draft that you say Kent has, that covers the 
provisions with reference to three years , 

Magill: All right . 

Sen. Barr.: Because I think it 1s going to be rather diffic~t . 

Magill: It is hard to draw; no question about that. I don•t 
know how quick I can get it up to you. 

Sen. Herr. : Well , what ' s the best thing on this newspaper 
business? They ' ll begin to talk, want to ask 
questions. A~l we can say to them, as I under­
stand, is that we discussed this thing fully again, 
that the actuaries who were appointed have made 
a report and there is no d efi.ni te conclusion to be 
reached between the Congressional representatives 
and the Treasury and the railroads and the Brother­
hoods . Is that about right? 

Doughton: We ' re studyi.ng their report . 

Sen. Barr.: We're studying the report and undoubtedly there will 
be more conferences. 

H. !.! .Jr: Anything you sa,y is all right. You notice I haven• t 
done any talking. 
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April 10 , l 937 . 

In ~Lccordanoe with )'Our informal requut M a ctuarial con­
ference w~o he ld on April 8, 1937, to dlocuoo the ndoquacy of 
lhe tax r&~eo eon wined in the prcpootcl 111\llrood ReU ~ccent lUll. 

!booe atton41nc tho conference wore wr. O.Orcw B. Buck. 
Contultl.nll Peno1on J'l1o4 Act1>aJ7 , !:ow York, and Chal.,..n of t '>o 
federal '!loarcl of Act~arieo of the C1Y1l Se,.':'ict Rotlren<>nt and 
Jioeb11H:r hod, llr. Jootph OltiiD, 4Ct\lar7 of the Roilroc.d Rot1re ­
c ent lloard, llr. W. R. '11111-oon, Act\l&ry f or tbe Social S.curl t y 
lloa.rd, llr. R. R. ReaD>, ()oytrJDent Act\li\I'"J, 'rrtaoury Deparl.l;:ent, 
and llr. :lnu:r1ee S, Brown, Actuary, 'l'r ... .,..y De.,nrtment. 'l'ht con ­
cluo1one ~ch#cl at t hio c>nference art ~.marlsed at follow s: 

(l) It wao unanl...,uoly acroed that tho tax rates of the 
propooe4 bill aro inadequate . 

(2) llr. wuu-oon -.~.. a :otion that tho tax rateo in tho 
propooe4 bill ahould be cbant:ecl to rateo boginninc at 
5 ~rc>ont for tbt nrot three yoaro and ;:oi!:IJ: up 1 par­
cent inotea4 or one-half percent .. eb trlannual period 
to a maxilalo or 9 percent begirmiD& JArtu~>ry 1, 1949 . 
llr. Bu.clt. llr. W1111amoon and llr. Rea&\ v~~~ •yeo• to 
thio aotion, ~r. Glenn alone • o tl ng in t ho nogatl•• · 
(Xr. Brown , oer.t~ in a capaci ty of technical ao olo­
tant, did not •oto,) 

(3) llr. Glenn wcc••t•d a flAt rate of ? percent for lOIN 

f ixed ;:er1od of yearo, lea\'104 tho mattor of adJuotrr.ont , 
If noceoraey, to a tucure Concreoo . llr. Clono a emi ttod . 
bownor, tba t o UD1 form t<u< ra tfl of ? parcon t would nry 
probably pro•• to be 1na4aquato on a pe,._,ent baoio. 
Jal>oeq...,ntly llr. OltJID otat.ad that he !a'IOred the con­
t1nuat1on of tbe praoent tax act (1'\l'bllc Jo. <600, ?4tll 
Conuooo, Second Seooion) exca1•t ao ..,.nd!Mnto aro 
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Tho Booorablo loan\aey of \IM !'roanJ7 - 2 

DOcoaoo~ to obul&o tho 100po of tho co'l'trlj;l, t lwreb;y 

roqllirlllc 111 .._1 rocooolclara\loo of tlw &cioquc;y of 

t ho rato. llo bollo'roa tbot to oo OIM abou14 the t1D4 

por1o4 oJ:CM4 \oo 7••n 104 proforoblJ that 1\ llboul4 

1111t oxcoo4 t1•• JIVO. llo f11h \bot o pono4 of o\ 

looot fi'l'o ¥ooro will olopoo boforo outt1c1oot oxpor1-

.. o. bot b11o occu.Uo\14 to worru\ t lw ootobl1111Mot 

of a 4of1o1to rote for o loOilr por1o4. 

(4) 1\ W&l UDODl'*'llll~ ~14 \bat \he bill abou14 Cll'l'1 a 

prn1oioo roq11iriq por1o41ool 'l'llnoUou of tho coo\io· 

c-ot l1ob111t1eo croo\14 b7 t ho oot to roopoct to oaw 

ea\rao\o, ozio\~ ..aboro_104 oeooioooro, with a report 

\0 Coot;I'IIB 104 tiM PQbllc Mttio& forth \he ~t of 

.ucb 11ob111tloo ao wel l ao tho le•ol porcootaco of pB¥­

roll roqu1n4 to po;r the booef1 to. It woo hrt.btr acree4 

\bot 1.o or4or to aoturo t ho rw.1lroo4o , \he empl07111 DDd 

tho publlc of tocboical roproaoototioo, t he sctuoriol 'l'llu­

atiooo abou14 be Milo aul>Ject \0 tho 1Uper'rio1oo of a ~ 

of actuar1oa, ooe of whom 111gb\ be 4ooitoato4 'b;y t ho ra1l­

roa4o, ooo 'b7 the ro1lroa4 o.pl o7111, 104 t lw th1r4 'b;y tiM 

S.oretary of the !r11~. 

ltr, ll.,ry lolo1r , Cbo1~ of tiM l'iDODeo c-1\\11 of \he t!id\14 

Stotoo Lifo Ioaurooco ODIIpoll)' 1114 a ~or of \lw J'o4eral Boor4 of 

J.ctuori,eo, wao -'blo to ot\1114 tiM ••UJI&; how..,or, lw 41d ccAfor 

with Ill, 1JU11omaoo 1114 ltr, JIMcb Oil .&llr1l 9, 1114 l:lpJ'IIM4 ~ll 

oo 'botoc ill tawr of tloo 5 to 9 poroellt ooolo of \ox ratoa wbicb •• 

acroo4 \ 0 'b;y Ill ezcep\ ltr, Qlollll. Mro llo1r1o '1'11WO IJ'I II\ forth 

2Si 

ill a letter to ltr, Vllcill 41\14 April 9. Ill t hi .o letter ltr . lloir 

.U:eo tiM ngo;eoUoa U.\ "ill t.ba eorl7 7-.r• .-plOJI•• po;r tlw full 

&IDOUilt of 5 porclllt 104 tbot tiM o441Uo~~al cborpo ruooi.Jit; 'liP \Q 9 

percent ultt.atolJ 'bo po14 aolol;y b;y tlw UIJ)loyoro, \hue aqua1111oc ' 

to o ....,,r t ho 'booot1 ta 104 puU1oc t.ba extra ccato oo \hoM who cot 

tiM 1101\ of tho odra 'booofUo, -11 \be pro-t .-plOJIII. • 'Io • 

footoo\1 to tho lottor , ltr . lloir .U:oo 111 ol\11'111\ho ~~~C&~•Uoa that 

•thio aicjlt 'bo _.. ~ porcoat ot f1rot , rhtoc to 9 porblllt 011 • 150-150 

pr1oe1ph. • 

laobtac'Oao D. C, 
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II II liE AQH 
QOVEIINMENT AQENOY 

1937 APR 12 NA II 01 

• 

HAVE llrWIEWED LITTEll aiQNED av ACTUA"IEa AND AUTHO"IZE THE "'''IXATION 

0 ' MY aiQNATUU 

o • aucx 

1102A 
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April 13, · 1937 

Excerpt from Mr. Magill ' s memorandum to the 
Secretary entitled, "Memorandum of the Day's Activities 
for April 15th• : 

1 . Railroad Retirement Legislation! 

After our general. conference this morning I instructed 
Mr . Kent to examine the l atest drafts or the tax bill and 
t o make sure that the provision for periodical reports was 
properly dr awn . The Legislative Section has already been 
at work on the bill and we hope to give Chairman Daughton 
a complete draft t omorrow morning . Mr. Reagh will confer 
with Mr. Kent t o give him the requisite actuarial informa­
tion. 

253 

Senator Harrison called about 2:00 PM to get our reaction 
to a revision of the r ate schedule to 5t percent to begin with 
increasing i n the course of twelve years to a permanent r ate 
of 71 percent. Be stated that he would support these rates 
and tha t he believes the rai lroads will go along With him too. 
After reporting the conversation to you I t ried to give him 
your reply but he had left his office with t he word that he 
would call me in the morning . I reported the situation to 
Mr. Daughton and told him that I would keep in touch With any 

new devel opments. 
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Thla may be elaborated upon. 

It ao , ot course, t hle may be 
destroyed. 

254 
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April 13, lQ~? 

I told the President at 1;20 today what we did on the 
Railroad Retirement thing; that we had the report and 
t hat we would take either plan suggested by the aotuar1ea . 

• 
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Karch 31 • 1937. 

A !ILL 

To 1eT.r an excite tax upon carriere and certain other 

emplo7era and an income tax upon their e~~~plo7ee1, and fo11 

other purposes, 

!e it enacted bx tho Seaate and l!ouae of Representatives 

of the ypited States of J..aerica in eoD£te•• A•••=blet. 

DEriNI'l'IOJS 

Section l, Thnt as used in thie Act - -

( a) 'l'be term •e~p1oyer• meana any expreae comp&DT, 

a1eepinc-oar company, or carrier by railroad, au- ject to Part I 

of the Interstate co-eroe Act, and any company which may be 

dir.ectlT or 1nllrectl7 owned or controlled thereby or under 

eo_,n control th6rewl. th, and which operate• any equipaent or 

' t&c1lit1ee or perfonoe any eerv1ee (other than trucking oerviee) 

in connection wl. th tho traneportat1on of pa11engera or proport7 

\ 7 railroad, or t ho receipt, deliver7, ele.atlon, transfer in 

tranait, refrigeration or ioing, etornge, or handling of 

propert7 t ranapor ttd by r ailroad, and any receiver, truatee, 

or other in4U 1.dual or bod,- , Judicial or otberwl.te, when in 

tho pou .. e ion of tbl propert7 or operoting &11 or eny part of 

the 1Naineu of eny llliCb 'MPl07tr1 1 PrOvided, bo!!!Ter, 'l'battho tera 
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•ocployer • ahall not lnolu.de any otreet , intorurban, or aUburban 

elootrie railwaJ, unleoo ouch railway ia operatinc ao a part of a 

,.eneral st-railroad ayotu of tral\oportation, bllt ohall not exclude 

MJ.7 part of tba £'1neral ot-ra11roa4 •:r•t• of t ransportation now 

or hereafter operated by &1¥ other 110t1 n powar. the Intersta te Oo.,.. 

morce ComJOisa ion h :,ercby au\horhe4 and d irected upon request of 

the Comr.>isaioner of Internal Revenue or upon complaint of any party 

lntar~atod to dotormino after hearing ~hethor any lino op~ratod by 

electric po"er fGlla withi.n the tert:~e of t hit proviso . The term 

• employer• ohall aloo include railroad aooociationa, traffic auocia.­

t1ona , tariff bureaua, declurrat;e buraauo, t~e lcbinC and inapaction 

buroans , collection ~nciea and other aoooclationo , bureaus, at;encieo 

or organizatlona controlled ~d maintained wholly or principally by 

t"o or more employere aa hereinbefore defined and •"Gaged in the 

performance of aervicoo in connection ~ith or incidental to raiL-

t-oad tranaportntion1 o.nd rail~ labor organicationa of amployeea, 

national in acope , uhieh bave been or ~ be organl. ssd in accordance 

~ith t lie provioiono of t he RaU~ Labor .let, aa a=ended, inclU(!.. 

inc their state ond national legialativo and gonerGl eomm ttocao 

(b) The term •employee• meano any peroon in t lle aervico 

of one or core employer• for compensation. 

(c) The term •employee ropreaontativo• meana any offioor 

or official reprooentativo of an organiaat1on of omplo;reoa other 

than a labor organiaaUon included in the tara ·~o;rer" u 

defined in Sootion 1 (a) , wbc before or attar tho onactMnt hereof 

no in t he aorvioo of an e111ployer ao darined in Section l(a) and IIIlo 

ia duly authorised and deaignated to roproaont omployooa in aooor4anoo 

nth \be Rail~ Labor Act, ao amondod, an4 any P"raon wbo it regularly 

auignod to or ~l:r 111plo7"d by ouch offioor or off1o1al roproooat ... 

tlvo in ooDDOotion nth the cmtioo of hit ottloo. 
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(d) A penon h in the aerY lee of 1111 employer wbarner hh 

aervice h ""cSered it ha h wbJect t o the conUIIU1JlC authority et 

the employer to wparviae 1111d direct the anner of rendl tlOD ot hh 

aervice, which aervioe he rencSera tor compenu.tiont Ptyvlded. bo .... er, 

!bat a peraon ahall 'be 4eaed to be in the eerrlce or 1111 e~~ployer not 

conducting the prlnoipal part ot 1h buaineao 1n the United Statea, 

.llaoka, l!awe.il or the Dhtrlot of COlumbia only 'tlben he h rendering 

aarvlea to 1t 1n the Ulli ted Statea, .lluka, Ra..ti or the Dlotrict of COluabia. 

(e) The tel'll •oompenaation• -• &117 tol'll of money 

reiiiUileratlon earned by a peroon for eemcea rendered as an employee 

to one or more a.ployara , includinc wn&e• pald tor time loot ao an omployoe, 

but WB&e• paid for tilDe l ast ahall be deemed earned in the month in which 

ouch tilDe 1a loat, Compensation which b earned during the period for 

which the COaalaaioner of Internal .RBvenua lhall require a return of 

to.xea hereunder to be IIID.de and which 1a payable during tho calendar 

month folhwing IIUtJh period ahall be deemed to hnve boen paid durinc ouch 

period only. 

INCQII TAX ON :A!PLOYEES 

Soc. 2. (a) In addl t1o11 te other ta.xee, there oball 'be lerled, 

collected, and paid upon tbe lno0111e of nory employee a tax equal to the 

follewing poreant~a of the c0111)4lnaatlen of a1 ch employee not in exeeu 

<! $300 per aonth, earned by b1a attar De~ber Jl, 19361 

1 . 11'1 th roopect to componaatibll eamed durill& 

·the calendar ;reara 1937, 1938, and 1939, the rate 

eMU be 2l per eenwat 

2 . 11'1th reopect to oompenaatlon oarned clurlllC 

the cala~~dar ;reara 191!0, 1941, end 191!2, tho rete 

abe.l1 'be 2 3/4 per eentuat 

3• Wi th ra8p8ot to compenoation earned duriDC 

the caledar ;reara 1943, 1~, and 19'15, the rat e 

ebal1 'be 3 per _._, 
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4, 11th re~ct t o oo~naaUon .aned ~!urine 

the celendar TMn 1946, 1947, and 1948, the rete 

ahall be 3t per centUID; 

5· 'fith reapeot t o OO!Ip<llle&Uon eaftec1 after 

Dooeber 31, 1948, the rate ahall be Jt pe.r centum, 

(b) Tho tax il!lpOeed \7 thh eecti on ehal.l h collected b7 tho 

employer ot the t~er b7 clocl:lctinc the uount of the tu from tho 

CI'IDJ)Onaation of the qlo)'oe aa and when paid. Every OI!IJ)lo7er recr.Ured 

so to deduct t ho tax 1e hereby made liable for tho peymont of auoh tax 

and ehall not \ e liable to 6117 poreon for the .. ount of 6117 .-~oh J>67100Ut . 

(c) If more or leas than tl)o correct IIJIIO"~t of tax imposed b7 

• 

thh aeotion 1a paid with roapoct to 6117 oompenaaticn J>67100nt , then, under 

rogulatione IOadAI under thia A8\ \ 7 t ho Ccaohslonor of Inteftal Rovonuor 

with the appr.>val of tho secrotaey of the Troall\ll'Y, proper a4Juetmonta, 

with rospoot \eth to tho tax and tho amo-.mt to bo dodactod, ahall bo made, 

wi thout intoroat, in oo~~~~eotion with .-~11eoquont ccapaneation p81ll>Ontl 

to tho aamo employee by the ••• OI!IJ!loyor, 

li:ICISI T.U Oil lJIPLOYli:RS 

Soo, 3• (a) In addition to other taxee , ovory emplo71r oball 

P67 an exoiao tu, with r eapeot t o hevinc indlvidll&la in hie empley, equal. 

to the f • llortnc perconte«e• of t ho compenaation not in exeeae af $300 per 

mont I:\ _paid 117 1'im te an:~, DIIPlqea for oervicoo rondared te hi& atter 

Doooeber 31, l'JO• 

1 , 11th respect to collpODaation paid to emplo7Ma 

for .. rv ieea rendered duriiiC tho oalon4ar ~ 1937' 

1938• 11114 19:59, the rate ahall bo 2i por oental 
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2. lith reopeet to co.peniat ion paid to e~10Je•• 

tor aervioee rell4ered durinc the oalen• TMJ'I 1940, 

1~, end 191!2, tbe rate abell be 2 3/4 per cent~a ; 

3 · l itlr reopaet to cfollpena&tion paid to eooplo)"Ha 

for aarvioaa rendered during tbe calendar f..;• 1943, 

1944 , end 19~, tbe rate abel1 be 3 per cent~a; 

4. l itb reopeet to compensation paid to a.ployaea 

tor eerTicea rendered durinc tbe calendar 71ara 194&,· 

1947, and 19118, tbe rate abell be Jt per centlllll 

5. l itb reopect to oompansation paid to eiiJiloyaaa 

for aervi eaa rendered attar Daee~~ber 31 , 19118 , tbe rate 

shell be }i par cent~a. 

(b) It more or leu than the correct amount of the tax 

1~~poaed b:y thh aaction is paid With reapect to an;y COIIJ>81l8at1on par-

• c ent , tbon ,under regulations aaee b:y tbe Commiaaioner of Internal 

Revenue, wi tb t he approYa.l. ot the Saoreto.r)' of the Treasury, proper 

ad-Juat.enh with respect t a the tax abell be aade, without interest , 

in connection with .ubaequent exeiae-tax payment• aade bf the aaaa 

•"P.leTSr. 

l!liUliDS Alii> DBJ'ICIEIICI ES 

Sec. 4. It aore or leu than the correct uount of tbe t&x 

111poaed "I)' lection 2( a) or J(a) of this let ie paid or deducted with 

r aepect te an:r OOOIJ>•aa\1011 ~t ...,_ tbe na.,.,._t or undarp~ 

.... t of tbe taz QUIIOt be ad.Juatad U!Mler Section 2( c) or 3("), tbe 

UOWlt of tbe Oftrp&lMllt abel1 be r.tnll4ad, or tbe II80UIIt of tbe ·UIMlar-­

pt.,_t abell be oolleote4 in web _,er ...,_ at well tiaea (aui:>Ject 

to the atatute ot liaUaUona pl'fporl.T eppl1oahle thereto) aa -.:r be 
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p roacrlbed by reeulationa undAr thla Aot aa made by the Coaalaeloner 

of Internal BneDu., with the appi'Oftl of the Seontuy ot the frMaur.'• 

Sec. 5· In addition to other taxee, there ahal1 be 1eviod, 

collectod, and paid upon the lnCOM ot MCb e.ployee repreaentaUn a 

tax 0<1ual. t o the tollowtnc peroentacee of the oompenaatlcn of au.ch 

Ol!lployea ropreaenta tl?O not in axeeea of $)00 per 1110ntb, aarnod by bill 

after Deeeaber Jl, 1936: 

1. With reepoct to OOJQPenaation earned during 

the calendar yaara 19}7, 19 38, and 1939, the rate 

ahal1 bo 5 per centum; 

2. With roepoet to CCCip<lllaat1on earned during 

tho calender yeara 194<>, 1941, and 1942, tho rate 

ahal1 be 5h por centum; 

J • With rospoct to oompen.ation aarned during 

the calendar yeara 194}, 1944, and 1945, the rote 

ahal1 bo 6 per cct.a; 

4. With reepeet to compenaatlon earned during 

the oalecdar yeara 1946, 1947, aDd 19118, the rate 

ahall be 6i per oent,.; 

5· WUh reepeot to 0011penaatlon earned after 
I 

n.c-\er 31, 19118, the rate ahal1 be 1 per oenha. 

~ ooapeaetion of en .-p1oyee repreaentatin for the pal'pOie 

• 
of aacerte'n•nc the W.X tberetn lball w dAteralned 1n tbe - -•r 
and with the - etteot ae if the II!P1oyee orpnilation 'by Which IDcb 

a.ploJee repre-tatln 1a a.p1eyed wre an eaplo)'er a• dAtuN 1n 

Section 1 (a) ef this ..,,, 

2Sl 

I 
' 
• 
I 
I 
i 

I 

I 
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pr<~ ecribed by re&Ulationa UDder thh J.ct aa aade b;y the Cc..haioner 
' 
f 

ot Intemal Jlnanue, With the appl'Oftl. of t he S.o:nte.ry of the 'l':naaury. 

Sec. 5 · In a441tion to other taxea, the:n abal1 be 1erled, 

collected, aDd paid upon the in.C088 of Mob • p1o;yee r eprea811tatin a 

tru oqual t o the follow1n& percenta&oa of the oompeneation of aud1 

Olllp1o;yoe ropreaentatho not in exceaa of $300 per month, eernod b;y him 

after December }1, 19)61 

1. 'lith reepect t o co~:~peneation aarned dur1.n& 

the calen4ar JMI'• 1937, 19}80 an4 1939, the rata 

ahal1 be 5 per centum; 

2. 'lith respect to ecmpeneation earned durin& 

the calendar ;yoars 194o, 1941, and 1942, tho rate 

aball be 5"d por centlliD; 

3• 'lith roapoct to OOJliPanaation earned dnrin& 

the calendar ;yaara 194}, 1944, and 1?45, the rate 

ahal1 be 6 per centuD; 

4, '11th respect to *Penaation earne~ <l11rin& 

the oa1en4ar yeara 1946, 1947, and 1948, the rate 

ahal1 be 6t por cent111; 

5• 'fUh :nepect to COisp81la&tion earned after 

De.,_-•r 31. 1<JI+e, the rate ahall be 7 per cent~a. 

'l'ha coapc114t101l of an .-ploJM repreaentatin for tbO parpoae 

of aacerta l n' n& the tax tberet-n aball M determined 1n the - -•r 
• • 

and with the - effect u 1f the .aplo;yee orpniation. ll:< wh1ob ~ 

.-plo;ree repre-taUft la a.ple:red we:n an a.ployer aa detin.e4 in. 

Section. 1 (a) ef \Ida All\o 
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DIOOC'l'IBILI!T J'IIOII 11100111 !U 

sec. 6. ror the purpoeu of the lnc- tax 1""o•4 bJ Title I 

ot tbe l!..,an~~~e Act ot 19}4 or 'bJ a117 Act ot Concrne in abeUtuUon 

therefor , the tuee 1epoM4 'bJ sectione 2 and 5 ot tllia Act aball not 

be allond aa a deduction t o tbe ~r in oc.pu\111« hia nat inc-. 

COLLECTIOII Alii> PJ.TIIZNT Or '!ADS 

· sec. 7. (a ) 'lba taxa a iqloaad \>7 t hia J.ct aball be collected 

'bJ the CoaohaloMr ot Internal RneD~~~e and ab&ll be paid into t he 

Treaaur,r ot tbe Uni ted Statea, aa 111ternal-r&Tenua colloctlona. 

(b ) ~ tax.a iqloaed \>y thl a J.ct aholl be collected and paid 

11uarterly or at ouoh other tillaa and 111 auch II&M&r and undor ouch 

conditione not 1nconllaten t vith thia Act ae .....,. bo preacrlbed by tbe 

COI:IIIUaaionar ot Internal l!Onnuo with tha apprOYal of the secretary ot 

the Treaoury. I t a tax iqloMd by tlli a Act h cot paid wban due, there 

aball be added aa J'&rt ot the tu (axeap t in the caae ot a4Jua-ta 

lll&de in accord&no. with the proTiaiona ot thia J.ct ) intereat at the 

rate ot ' par canh• par antmm tram the data tbe tax becaH due until paid. 

(c) 411 pr<Wiaiona ot law, inclu41nc peDal tie a,' applicable 

with reapect to a117 tax iqloMd 'bJ Section 600 or section 800 ot tbe 

l!O ... """ .t.ct ot 1926, &114 tbe preortaicna ot SecUon 6o7 ot tlw a....­

.t.ct ot 19}4, 111 ao tar u ~~pplicabla and not lnconahtant with tba 

prOYiaione of thi a Act , aba1l be llf'Plle&ble aith raapec t t o the tuea 

l""OMd 'bJ thh M t, 

(d) In the papant of a117 tax under tllle 4ct, a tractlcoal 

part of a cent llball be 4,iareprde4 unlna 1 t uCNDta to .,....halt cent 

or .. re, 111 .Uob - l\ ahall be lncraaaa4 to OM cent. 
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<:<lm JURISDIC'l'IOI 

Sec, 8, ~e aenr&l Dhtriot Crurh ot the lhUted State& AD4 

the D1atrict Courl ot the Un1 ted Stat .. tor the D1atr1ct ot Colua'bia, 

reapootively, ehall have Jurhdiotion to entertain an application 'b;y 

the CCIIIAiaoioner ot Internal RevetiUI to ca.pel ..,. -.ployee or otbor 

peroo'n reaidinc wi\hin the Jurhdiction of tho court or ..,. •ployer 

.-~bJoct to aorvice ot proce .. within ih Jurhdiction, to COIIJ>l;y with 

~ o'bligntiona t.poeod on auch employee, ot her peraon , or employer 

under tbo provioiona ot tbia J.ct . Tho Juriad1ct1on herein apecitie3ll;y 

conferred upon auch redor&l courta ah&l1 not bo bold oxcludve of arr::1 

Jurhdiction otheraiao poaaoaaod 'b;y euch courts to entorta1D e.ctiona 

nt law or 111ita in oqu.it:y in nid of the ontorcCIDont of righto or 

obl1gnt1ona o.r1a1ag under tho proviaiona of tbh .&et, 

SOCUL SEQJRITT At:l 

Sec. 9• The torm •oorployuont, • aa t!.ef1not!. in aub'aoction 

(b) ot section 811 ct Title VIII of tho social security J.ct, 

ah:lll 11ot inclut!.o eorvico pertonood in tho aDplcy of nn Clllployor 

na dotinot!. in Soct1011 1( n) of tbh J.ct or aorvico porte mod. tor nn 

orgnnizntion ot oap1oyeoe by M 010p1oyoe r oprooCIItntive who 1o 

BllbJoct to tho to.x 1Dpooed b;y soction 5 of thie .A.ct. 

SAP .ARABILITY 

Soc. 10. I.f tm;f proYbion of tbia ACt, or tho nppl101\tion 

thereof to tm;f poraon or c1rcuoatnncoa, 11 bold 1nYnlid, tho rooa1114er 

of tho ACt , N14 tbo 11ppllCAtion ot ..all proY1a1on to other ponona or 

circwutancoa lholl not bo /llfoctod thor cb;y . 
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liiP~ OJ PBIOi 'f.U ACT 

See. 11. Tbe pro'f'iaiona of thia ACt are 1n aubet1 tutioc 

for the prov1a1oca of the Act of Au,uat 29, 1935, entitled "All Act 

to le9)' an uci .. tax upcc carrier• and an illccee tu: upon their 

emplo7ee1, ud for othor purpoeea, • which 1e hereby repe&led . All 

1110niee pqable ucdor the Tax Act which 1a repoalod ~ thia Act acd 

not heretofore paid lhall ceaae to be pqablo acd all proceodinga pond­

lllc for the recover.r of 1111 such 11011ie1 ahall be terminated . All 1n1111 

paid illto the Treaaur.r of the United States aa end for taxea under tho 

Tax Act which 1a repealed by tbia Act ahall be rof'unded, except !iv.,.. 

ll'fenthe of the 11\1111 eo paid aa &Dd for taxea with reepect to cel:lpenaa-­

tlon earned &!tor Dec011ber 31, 1936, and the IIWDB not required to be 

rotllnded llball be rot&ined in the 'l'rMeuey of the United State• and 

crcdl ted on taxea due and p&Table Ulldor tbie .&.ct . All 1111111 deducted 

by eapl07ere froao the ccapenaation of empl07001 ao and for tGXol 

Wilier the Tax Act which 1a repe&led b7 this Act llball be refun4ed to 

ouch .-plOT•••• except fiva-eeventha of the auaa ao deducted a• and 

! or taxea in reapect of ecepenaat1on earcod oftor Dec,.ber }1, 1936, 

~ the auaa not roqulred to be retlm4ed aM11 be paid i.nto the 'l'reaaur,r 

of the tl11i ted Statea N>d thereupon a ball be credl ted on taxea due Md 

pqable under thia Act. 

SlllRl' !I'l!LI 

Sec. 12. rue Alit 88T be c1 ted aa the •Carr lora !&X1A& .lot 

of 1937•' 

• 
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April 6, 1937 

A !ILL 

To amend an .Let entit led •AD Act t o eat Abliah a 

ret i rement ayat em for employeea of car- lor a aubJtct 

to the Interatnte Collt18rce Act, and tor other :ouJ'­

poaea, • approved Jll6uat 29, 1935· 

26S 
164}5 

Be it eMOted by the Sonato and House of Rcpreoentativoa 

of tho Unitod Stt•t ot of ,\!!!orion 1n Cono:reaa noaemblod: 

PART I 

'!'hAt tho Act of Aut;Uat 29, 1935, entitled "An Act to 

eatabl1ah a r et1:-ement ayatom to;· er.!J>lOy<>oa of c!lrr1era aubJoot 

to tho Intoratnto Commoreo Act , o.nd for other purpoooa , • bo, o.nd 

it i t h~roby, acondod to r~ ae tollowa: 

DEFD:l'I'IOllS 

Soc . 1 . 'lor t ho purpoao of thh Act -

(a) 'l'bo t.orm "llmJ>loyor• ""'ana o.ny oxproaa co:npo.ny, 

shep~ C0:1J>&DT, or carrie - b;r railroad, subJect to Part I of 

the Interet ' t e Coaaaeroe Act, and aey eolll})eZI)' which oa;r be directly 

or indirectly OTmed or cont rolled thereby or under eoiiWOn control 

t ilcrerrith, and which operatee 8ZJ¥ equi~nt or fac1lit1ee or perfonoe 

any earYioe (other than t rucking eerv1ce) in connect ion wit h the 

t ransportat i on of ~aengere or propurty b1 railroad, or t he receipt , 

del1vel'7, el ...at1on , traneter ill trMt1 t , r etriccrat io:> or icl.nc, 

storage or han4ling of property tra!>t:!'Or\ed by r ailrot\d , and BZJ¥ 

N•cei ... r , truat ee , or othor i ndividual or bodT, Judi cial or ot.bel"'7he , 

when in t be pon@n ion of t l"ac propon.r or opr raUnc all or an:t oar\ 
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"ellplOJU'" ahall not lnolude ell¥ at Nat , ln\orurbul, o r ..,lw4>u 

eleot rlo rail...,, 'Wllen wuoh n11"""T h opereti.JI& aa a part ot 

a ~neral ate-ra1lroe4 a~tem of tl'1tolleportat1on, but ahall not 

uclude ~ part of the general at-railroad a711tea of tran~ 

portation now or hereafter operated by any other motive pow~r. 

'l'be lnteretate eo-roe Co~:~~~inion 1a hereby autborhed and dirocted 

upon requeat of t he Board or upon complaint of any party intereeted 

to determine atter heor~ whetbor any line operated by eleotrio 

po""r falle "!thin the torma of thie provieo. '!'be term •employer• 

ahall aleo include railroad aaaoe1ationa , t raffic aaoooiationa, 

tariff bu.reaua , ~rAge bureaue, 'Tei&hin& and inapect1~>n bureaus , 

collection agenciea and other aasociotiona , buraBUB, aeenciea or 

organhationa controlled and •intained wholly or principally by 

two or more employer• aa horoinbei'ore dot ined and •"Gfltled in the 

performance of a~rvicea in connection w1 t h or inc!.dentol to railroad 

tranaportation; and raUMI/r labor org~Wizo.tiona of e~~~ployoae, nntional 

in scope , 17hieh have b O<"n or ~ be or~nhncl in neeordancn '01 tb the pro-

viaiona of the Ro.il"af Labor Act , ns amended, 1nclud1n& their state and 

national lagialntive and genorol coamdttoea. 

(b) 'l'bo torm •employee• monna any p~raon in tho aervico of 

one or aor.> emplo1"n tor co:IIJ)Onaat1o'\ ond any per son who 1e ln tho e.,.. 

ployment relation to one or nora ecployers. The term •employee• ahall 

also include any officer or official representative of an organi&ation 

of emplo:,ea other than a labor organization included 1n the tero ·­

plo711r • aa de tined 1n S.Ctioll l (a ) , 'IIIlo bet~r• or after the er.act..,nt 

date waa in the aervioe of an employer aa defined in Section l(a) and 

who 1o duly autboriMd and dedgnahd to reproaent -.plo:ree• in acoorcl.­

ance with the Bail...., Labor Aot , eo amendedo and any peraon who 1a 

r~lT aaaiped to or regularly ...,loyed by wuoh officer or official 

repN aanta t.1" 1n connection with the dut.iea of h1a office, aD4 suah 

e.p!01M• are berein&tter -tlaea called •.-p10711o. reprea~ntati.,..a . • 
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(e) A penn. 11 ln' \he eerrioe ef u _,l"78r wberenr hle .. ntoe 

ron4ared it ~ h M jec\ to• the eoatlnulnc authorit7 of the -.plorer \ 1 

euparvho and direct t he 1111111er of roedit1oa of hie MrTioe, 'llhich aen-lce he 

rendera f rr eoa:pohaatieru Pro!\494. homer. That a• penon ahall be u•ed t a 

) e in the ·~TWice ef an ~loyer not oonduottnc tho principal pnrt of ite 

'b11sineas i n the 1.Jni ted Stat .. only 11bea he 1e rendertnc aen-ioe h it in \he 

llltitod Stotoa, • 
( d) A pcr .. n h i n \ho OllplOJIIOnt relatitn \ o AD _,loyer 1f he 

is on f'lu'lO'.>gh, au'bje~ to call for aorvioa within er outaide the Un1 ted stotee 

and roaey and rilliq te aan-e,• or 011 leave of oltaenoe, or a'baent on account of 

aiclaloss or dhabil1 t,l all in· accordance with the oata'bliahed 1'\llos o.nd pra.,.. 

tieoa 1n off oct on th.e 011ployer: Prbvi484, howour, Tbat o· penon shall net 

'be d.eeme4 to bnYe been en the ebaotment dAta in tho omployment relation to o.n 

employer not' oond:J.otinc the prineipol part of ita 'buaiooaa in tho Unitod states 

llllloaa d:J.ring the lnat ~11 peribd. in which bo rondero4 eorrlce to 1t prior 

t o t ho onaotoont dote, he ren•red aerrloe to it enl.)' in tho United Stotell 

~ rrortd!!d. fW'ther, 'l'hat Q peN ... ahall• net be ~ad to baYG been, on the 

dn~e he )e~o eHci ble te reoeift an ennui tJ llllder thie Act, in the OIDPll y­

a ent rolntiDII to lUI ..ployer not' oon4uct1nc t he prinoipol part of ita 

buainosa in tho UD1ted Sta\11 unleae d:J.ring the lnet payrell peri<td ia whlch 

he read!!red aorrloa to it p:rit r to tlfbt dAte , he r eadere4 ... rrtee to i t onl7 in 

the United Stntee, 

(o ) fbe ter- "1.JDite4 Stat .. ,• wh.., uaed 1!' c peqapbi<ltll aenae, 

maru~a the stct11, floelre, Bowii, and the l)l.atnet of COluabia. 

• • 

(f) !be tan ,,_,.. of oerrloe' shall - \he 111abel! ef yeO%# a peraon 

c o aa e~~pl~ shall liMe r."-1'14 1en-ice to oa.• or Mrl ..plt>J11'1 fer ol llpelarl 

tha er reoat~ wecee fer tiM llt ot , ~ted 1o aooor@noe wi\h the prcrtliou 

li:ID.llfltill·••~t,ald ._..,. oorrioe prior to ~ _,__t 
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c~ato nny bo 1nelu4ocl in tho C<lapll.tn\icc of 7oan ot aerrl.:. na prort4o4 in 

IUb-divilion l ot Section 3(b) , 1t any bo included na to aoroico rCIIIdarod t o 

ou'bjoot t o t.bh Act on the onnct.aent dnto , irroapect ho ot wbothor 

nt tho tino ouch aorTioo .,.. ron4orod the oaployer me on Cll:lployer M 4et1ne4 

in Section l(a). Tnh·e calendar •onthe, conaeeuth e or othe.rwiae, in each 

or uh1ch nn employee baa ~W>dered lllCh aeroice or r aceind. euch nee• for 

til:le loat ohall coneti tute a year of eeroico, .All ul tillata fraot~on of eix 

montha or more lhall be take aa one year . .All ultillate traction of le11 thaD 

o1x mon\ha ahllll be t&lton at ita Aetunl vlllue. 

(g) 'lbe tent •a~umHy• mean a n •onthly lUll which 11 P!\11\blo on 

tho !irat 4ny of Gach oGlondar month for thG accrut\l during the procoding 

c<!lendar conth • 
• 

(h) Tho term "componeation• monna N1:f fol'll of money riDII.Ilor.:.tion 

earned 111 n penon for aervicoa rendnrod n.e nn D<l]>loyGe to one or moro employer • 

h,,luding wngea pl\l.d for time loat ne An eaployoo but ungoa pl\l.d for time loot 

Llnll bo doenod OGrDOd 1n the COilth in cich lllCh tico ie loat. 

(i) TbG t erc 'Board" aenna tho Bn1lr on4 Rotir enent BON'd. 

(J) Tho terc •oD&Ct.aent dl\to• aeon a tho 29th dt\y of A114P11t, 1935· 

.uUitJITIES 

Soc , 2(n) 'lho follol't1ng-doacr1bed poreona , if t hoy lhGll have 

boon oaployooa on or nttor t ho ecACtnent dato, ahllll be eligible for AIUIIlitioe 

.. 

269 

aft or thoy lht:lll bnvo cett.aod to oncnco in regulnr elllpl.oJ!Den t !or h ire ond r olinquiabod 

all riO>ta to roturn to ..aployar aarTico, irraapoct1n of wben th107 aball bnva 

rolinquiahod auch rigbta, oxcept that the roquirenoot of ral1nquilhllent of ri~ta 

to return to qloJOr 11rT1co abf\11 not ~~pplJ to the poraoaa a iiiUOiled in lll'b­

diviaion 3 of t h h wbaoction prior to nttl\l.ning oco 65a 
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1, hraona who on o' after the eoaotllent date lbal1 be 

a1xt,-t1•• year• ot ... or o•er. 

2. Peraona wllo on OC' after the eD&Ot .. at date allal1 be 

aixty 7e&rl Of ace Or OYer lllld e1 ther heYe eo.pletecl \hlrt7 

7eara ot aer•tce or ban bacoM totall7 aD4 p-htq 

dieablecl tor rejp.Llar .-p1oy.eat tor hire, 'but the Olll1U1 t7 

of ouch a paraon ahall be recluced at the rate of one­

!1!teenth !or each 7ear or aon\hlT !ract1oD thereof thet he 

1a under~ aixt,-tin when hia ODDU1t7 ~cio• to accNe, 

3. Peraou who 011 or after the -otaot date are totallT 

aDd pa.rMD8lltq disabled !or recular •ploy.eot tor hire 

aod ohal1 he•• coep1etad thlrt7 71ar1 of eervtee, &lch aau .... 

factory proof of the peraanaot total d1aab111ty aDd of 

tho cootiiiii&DC& of auch diaab1l1 t7 until ace •txt,-f1Ye 

lhall ba u4e !roe U11e to tille u 1107 be pr .. crlbed b7 

tho Board, It the par..,D fail a to eo.plT wUh the ...,.. 

qu1~mtl preaorlhed b7 the Board aa to proof ot the 

diaab1Ut7 or the eootiawmee of the d1aab111t7 until 

ace aixtr-1'1••· hi• rich\ to .., &DDUity under thil oub­

diYiaion b7 raaaoo of eoch d1sab11H7 1 hall, except for 

coed cauae ahowo to the Board, eea .. , but w1 th.,.t pre-

J...Uce to btl r 1pta under eob41Yla1011 1 or 2 of thia 

aubaeot10D. If, prl'Or to attalDiDC ac• 11xtrt1•e, IUch 

a para011 reooYera aD4 11 DO l~er disabled for recuJ.ar 

~lar-t tor hire, hi• aoouit7 ahall oaa•• upoo the 1ut 

dq of the -th 1D wblcb he eo "COYen aD4 1f after euoh 

~ the peraoe U CJ'UI'ed u ~t7 adar &btida1• 

1 or 2 ot thia .. 11-Uoe, the -• ot ..ch ~ t7 lllall 
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be reduced on All actuarial bath to be determined bT the 

Boud ao ae to co~~pauate tor the &DJNJ.t7 pre'rlou.a}J' r .. 

ceiYed Ullllar thio wMl.Yialon, 

• ( \ ) .lD &DJNJ.t7 ob&ll llegin to accNe ao ot a date to be 

s~ecified in a written application to be s1cned b7 the person entitled 

thereto, and. approved b)' the Board, 11b1ch date ohall nOt \e 1110re than 

sixt:y da,ya before the f1l1D& of -the application, 

COIIPIIT.UIOII 07 .&IIIIUITIE6 

S~o . 3 (a ) .The &DJNJ.t)' shall be OOIIpUted by llll.t1pl)'1JI& a 

personls •yearaot eer'rlce• b)' the folloe1~~& percent~•ot hie 

•monthl:y compensation•: 2 per centua ot the first $50; 1~ per centum 

of the next $100: and 1 per centum of the next $150. 

(b) The •years of eer'rlce• of a perlon ohall be determined 

&I f OllO'-lB: 

(1) In the caee of a pereon vho •• an uplo7ee on the 

enactment dato ud on the date he became eligible to Nceh'e 

an annuity under this ~ct, and also in the C&le of a pereon 

who wes &n• emplo)'ee on the enactment date, ' )ut prior to the 

date h.e,\ e- oUcibh to receive &n &DJNJ.ty under thie 

~ct had c.ased active aer'rlce tor u e~~plo;rer becaute of a 

par-nt pb;roical or -ntal dhab111ty, the ;rear• ot 

aer'rlce tball include all h1a oervice .ubeequent to 

Deoembor 31, 1936, and it the total cumber of ouch yeare ie 

leu than thirt)'., then the ;reare ot een1ce lhall· alao 

include hie eer'rlce prior to Janu&r;y 1, 1937, but DOt ao &I 

to ab hie total 7e&rl of ler'rlce exceed thirt)'l 
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Prgyi4Q4 , bonyor. ~t 1t on tbo •u\Ctllont W • .., ouch 

voreon wna not nn aaployoo of NO a.ployor eontucting tbe 

principal part of ite buein••• in tbe United St&tee and 

ren4ere4 oerrtce to u omph7"r on or alter J&DWt.ey 1, 1937, 

hi e "YI&rl of ""lee• eh&ll include no sreater proportion 

ot bil Hrrtco prior to JanWt.ey 1, 1'37, tb&D hia total 

oa.peuation ( includlr>« o~uatlon in aey 11011th in oxceoo 

ot $)00) tor oerrtooo on or aftor January l, 1937, ron4ere4 

aeywhor• to an 4111J>l07"r conductlr>« t he principal part ot 

ito ~lnooa in the United St&too or ron4ere4 in tho United 

Statoo to any other employer ao defined 1n Section 1 (a) 

taaro to h1o total oomponeation (including c001p0noat ion 

in an:y month in exceoo of $300) for oerviooo rondorod to 

an omplo7"r on or after Januar:y l, 193 7, both in and out­

ol41 the United Statu. 

(2) In all ot her caM~, the 7"&r• of ••"(ice oh&ll 1nolu41 

only the Mrrtce .ub11quont to Deco•blr 31, 1936. 

(}) Where tho ;yean !If 11nioe .1nolu41 or:ty part ot the 

eonloo prior to January l, 1937, the part included eball 

lie taken ill revoroo order 'MciMiiiC with the l&et calendar 

month of euch oerrtce. 

(4) In no oaoo, oh&ll tho yearo ot oonioe include aey tor­

TiM ron4ered after J'UAo 30, 1937, b:y a ,.roon who 1a oixt:y­

fiTI ~ of ac- or O¥er . 
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( c) The .. onthly C011p8118ation• ahall be the anrece C011p8118&\hn e&I'Ded 

by an employee in calendar montha 1Deluded in hh -,.o.ra ot eemee, • except 

(l) that with respect to aemce prior to Je.D\1&%'1 1, 1937, the mont.hl;y eo.pen ... 

u on al'.all be the anrace co~~penaatlon earned by e.D' e~~plo,-.e in calendar mentha 

included in hie yeara of aervtco in the yeara 1924-1931, and (2) that where 

aem ce in the period 1924-1931 11 insuttlcient to oonati tute a fair and equi t-

able ba ah for detena1111n& the monthly co~~penaation tor aervice prior to Janue.r;y 

273 

1, 1937, the Bu.rd 11.JJ:1 determine the monthly oompenaation tor suah aerrlce in auch 

III&Dller aa in i h Judf:llent ahall be Juat and eqld tUle, It the e~~ple;yee earned 

eccpenaatlon after June JO, 19371 and after the last 4a;y of the month in which 

he a tta ined age t1xt7'"fhe, ouoh 00111penaation ahall be dioreprded if the 

reault of tak1J>C auch cupenaatlon into account would be to di&iniah hia 

In oo~tputi~~& the 110nthly oo~~penaation, no part of an;y •onth' a oo~~penaa.-

tion in exceaa of $300 ahall be reoogniaed. 

( d) '!he am1W.ty of a pereon who ahall have been an 0111ployee ropreaant.ltive 

!h&ll be determined in the 11110 aanner and with the aaae effect aa t t the employee 

orpnization b7 whioh he all&ll han been 8111plo;yed were an e~~plorer aa defined in 

Section l (a) of thia J&t, \ 

(e) If the person waa an employee when he attained age olxtr-five 

and baa oo~~pleted tftnt7 ,._.., ot aervice, t he ainUNm &mlldty ~le to 

h!Ja !h&ll \ e $4o per 110nth: Pr<>yided,however, that if the monthly GC~~~Ponaation 

f n Which hia annldty 1a baaed 1a leaa than $501 hia annldt)' ahall te 80 

. 
percent ot such aont.hl;y co.penaation. except that if such 80 percent 11 loP 

than $<!0, tho ~~n~~uity ahall be $<!0 or tho 1111e ...,unt aa tho monthlr 

CO!IIponaatton, whichever h 11 .. , In DO caae ahall tho value of tho ...,.u1t7 . 
\ o leaa than the -..lue of the ad41 tieaaal old.-aco t..neti t he would roooi ve 

under Title 11 at the lleoial SOCNrtt7 ACt 11 hia aemee aa u .-ple)'M after 

0-..plo,...t• ae datined there~ 
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(f) An annuity lball not be paid with reapect to aQJ 

calendar aonth clu.riQS wbioh an annuitant enga&ed in recular 

eaployaent tor h1re. 

( c) Annuit;y pa;J'MDh due a penon but not ;ret paid at 

death ehall be pa1d to a IUM'inng epouae it euch epo..ae h ent1 tled 

to an annuity under an election aade pureuant to the pr oY1oiono of 

Section 4 of tbio ACt; otherwloa, they ah&ll be paid to the oaae 

pero9n or par oono who eaT be entitled to receive anY death benefit 

thet aay be payable under tbe prOTiaiona of Sec tion 5 of tblo Act , 

(h ) lo ennui t;y ahall IICCrua w1 th raepect t o th$ calendar 

aontb in which an annuitant diea , 

( i) After an annuity baa begun to accrue, it shall not 

be eubJect to reooaputation on account of aerv ice ~enclered there­

art er to an eaployer, e~ept .. prOYided in aubdiviaion 3 of Section 

2(a ) , 

( J ) If an annul t7 i a leas than $2 , 5(> , i t _,., in the dia­

er e t i on of the Board , ba paid quarterly or in a l u.p sua equal to ita 

c oaauted value &a dete1'11ine4 by the Board, 

JOIJIT .urD SURVIVOR ANNUITr 

Sec . 4 , .1. peraon wboee annuity ahall not heu becun t a 

accrua "'AT elect pr ior t a .r~ 1 , 1938, or &t leut fin yearo before 

tba de te on which Ida IUIIIui t7 bt«ino to """"", or upon tnrnialdng proof 

or health a&tiaf&etory to tba Board, to """ tile vlll ... of bh annuity 

apply to tho pi'ITIIant of ,.. nduced MDUity to hia during lite and an 

annu.i t;y After hi a d&atb to hi a epouaa during lito aqW\l to, or 

oavont:>-tift per oen•IAI or, t1f tiny P"" oaala ot, auc& ~ailueed 
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annuity. 'nte uounte of the two unu1Uee lhall be auch that their 

coebioocl actuarial n.lue ao cletenlnecl ~ the Boarcl lhall be tha -

a• the aotuarJal n.lue of the alDf>le life anaui t:r to which U.. pereon 

.&. 16435-10 

would otherwhe be anti tled. Such election eha.ll be irrnocable, exoept 

that i t ehall become inoperatln, if the peraon or the epou.ee diee 

before the annul ty beclno to aoorue or if the pereon• • marriace 11 

dl81olTed or i f the peroon 11 craoted an annuit:r uncler eub-d1Tie1on 

(3) of Section 2 (a ): Proxtded, howeTOr, that the peroon .a,, if hie 

urriace 11 di .. olnd before the date hh anmlit:r becino to acerue, 
• 

or If hh annuity un.cler eu'b-41T1o1on (3) of Section 2 (a ) eea• .. Mc&UM 

ot failure to make the required proof of dieab1l1t7, make a new 

eloo tlon under the oondltlona atated in the firat 11ntence of thia 

eubaoctlon. The annuity of a opOWie UDder thh eub11ot1on aha.ll bectn 

to accrue on the firat da.7 of thl calendar 110nth in which the death 

ot t ho peroon occuro. 

sec. 5. ' The follcml"f> bonefita aha.ll be paid dth respect to 

t he deaths of persona 11ho 11ere emplo:•eea after December Jl , 19J6t 

(a) u the deooaaed ahould not be aurviwd b:r a v idov or vido11er 

ubo 1a entitled to an IUIIIuity under an election JD&de pur.uant 

to tho proTidone of Sec~""~ of thla .t.ot , there ahall be paid 

to IUOh poraon or poraona u tho dcooeeed .., have dcoiol&tod 

by a l'lrit inc filed 11ith tho Board prior to hie death, or 

if there be no dooienat.lon, t u tho legal roproeontatiTO of 
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tho deeonaod , tbe fiiiOUDt, it NIT• by which tour per cent'llll of tbe 1141'­

grogate COIIp&nal\tion Mrned by tbe deceaaed atter Deceeber Jl, 1936, 

exceed• tbe aua of tbe t o•al ot tbe Dllllui t1 pt\1110nta actuallJ' I!Uide 

to tho deeeaaoi pl.a the totnl of the Mnui ty p~eDh due tbe d-a.u4. 

but not ;yet paid nt death, If the penon or penon• designated te re­

ceive the death benefit do not aurvive tho decoaaod, the death benefit 

shall be paid to tbe leflal r epresentative of the deceased. 

(b) U \M ~couecl ai>Guld bo .urriTed 'b7 a wichr or -i~onor 

entitled to an annuity unt!.er an election ude p ureuant to tho pro-­

Yl sions of Section 4, there aholl, on t be del\th of tbe widow or widower, 

\ o pnid to. such person or persona 1\a t ho decel\sccl may have designated b;y 

a wri t ing filed with t ho Bonrd prie r to hie aenth, or if ther e be no dea1&­

nation, to the lefll\l representative of tbe deceased, the IUIIOunt, if IIDT t b;y 

which f our per eentao of the ~te co=pensation IUU'lled by tho de­

cel\aecl after Deeel:lbCr }l; 1936, exeeeda the .,., flf tbe tot~ of tbe 

annul t;y payments actually al\de to the decenaed p lua tbo total of the 

annuit;y payments notually ande to the widow or ~idower under an election 

mAAo pursuant to the p roYisiona of Sect ion 4 of this ACt and under 

t ho proYiaion• of section }(~) af thia Act p l.a tbe totl\l or tbe an-

nuity p~nta due tbe widow or widower bu t not yet 'Paid at dentb. If 

tho per son or per••• doeif~D&ted to recei•• the death benefit do DOt 

8UrY1Te tbe widow Oll' widower, tho death benefit a bAll be paid te the 

leSRl repreeentative of tho deceaaed . 

In C~C~~put1nc the aarefll\te -s>enaation for the purpoM of 

tbia aection, no part of~ aonth1 1 61\rDiDfiO in exceaa of •}00 ab&ll 

be reoophed. 
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P.E!ISIONS TO PilliONS 011 P.E!ISIOII OR GII.U'UI'l'Y ROLLS or DIPLOlJilS 

See. 6, Bepnn1nc July 1, 1937, each pereon then on tho 

l'enoion or gra\uitJ roll of an gployar b7 ...aeon ot hlo e11plo~ont, 

who was on such roll on llarch l, 1937, and •• not, prior to July 1, 

1937, eligible tor an anm.U ty under thio Act baaed in whole or in part 

on aerv1ce r endered prior to January l, 1937, ahall be paid on July 1, 

1937, and on the tirat day ot each calendar 100nth thereafter durinc 

hi• life in substituti on tor the pension or gratuity from h1a e~~ployer, 

a pension equal in&80UDt ~ tho pension or gratuity granted to hia 1o' tho 

OllplOyor mthout diailllltiOn byrcaaon of a gonor&l r ociuctionor roadJuataont 

made aubsequent to Januazy 1, 1931, ~applicable ~ pensioners of the 

ooployer: Provided, !!011over, That no pension payt.blo under thie aocUon 

ahall oxceed $120 110nthly and that no pension shall be pald w1 th rol}'oct 

~o any calendar 100nth durinc which a pensioner oncsgea in regular 

•~<pl0706r.t for biro' A!!! J'rOv1,i~ further , Tbat no ;>erson on the J:Ont1on Or 

t;ra t ui ty roll of an uployor DOt oonduct in& the principal pUt of i tt 

bua1neas i n the United States aball be paid a penaion under this tection 

unleee, i n the Judpont of the :Board, he ·.Tat, on llarch 1, 1937, carried 

on the pena1on or gre tuity roll at a United Statea pensioner. llo pert on 

ahnll be entitled to recoiYe both a pension unoer this taction and an 

onnulty ~er Section 2 of thla Act. 

Sao , • 1· IIOthlnc 1n thia Act abal l be taken aa reatriot1QI 

or d1acoura«1nc patmont by e~~ployora to r e tired e~~ployeoo of penaiona or 

grntu1tiea in addition to t he annuities or panaiona paid to such employee• 

under thia Act, nor ahall tho Act be taken aa terainatinc any t ruat hereto­

fore created for the pqMnt of such panliOns or cr• tuitiea, 
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COIICLUSilliDSS OF urt181S or OOMPIIIWIOII AIID OT 

JAIWJII TO ll.lO Rmlliii'S ip' oaa'EII'SATIOII 

sec. 8 (a) Btturno of CC~~PQoation required "e)' the :Beard te 

\e t1led with lt ahall be UZII!Ar oath ud lball be conGJ.uei.,.. ae t~ the 

omount of oompenoation earned by a pereon durint; a particular c:alandar • onth 

and t he teet tb.nt no return ne made or the COJIPine&tlen claimed te be 

enmed \y o person durin& a particulor calendar month ohall be taken a a 

eonGJ.uoive thnt nc ool8plllsot1on waa eorned '117 thot person cbrint; that montho 

unl.eaa the error in the oaount of COJIPinantion retumed, ln the one C<la&, •er 

in the roilun t o molce return of the compeneatlon, in the other eoae, is 

called to the ottention or the Board within four yer.n otter the laat date 

on which return of the COIIpllDiotion wna required to be made. 

(b) The Boord oball adopt such rules and regulation• in 

eo1111eotion with ita requir.ent. of returns of COII'PQileatien no, in ih 
• 

Juagment , may be neoeooary and p~r to prevent the application of oub­

aaetien (a) of thia aection from defeating the purpose of thia Act , 

HE~ OJ' :IHROIIJIOUS PJ.lllEIITS 

Sec , 9. There UoDll. \ e ao reco-,:eey et }1Q1111811h of annuities , 

danth banefita or pensions frem any peraQn Who , in the judgment of the Board, 

1a without fa·.JJ. t and whore, in the judpent of the Boord, .uch r&COYIJ7 

would defeat thl y..rpeoe of the \enefita otb.erwill authorised or would be 

againat equity and CoOd e.nacienoe. NO cllaburei nt; officer ahall be b.eld 

lia\le for any .. o-at paid by him to llD3 poraan whore the reeneJ7 of .. ch 

amount h waiYod undar thia aection. 
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1n t he exeouthe br&llch of t ho Ge"er1111ent a Railroad BeUr-nt ~rd, te be 

composed of three ... bore appointed by t he President , b y and with tho ad .. loa 

e.nd conoent of the SeJiate. Jaeh .-!>or lhall hold office for a tel'll of fiTo 

yotlra, except that Atl1 meber appointed to fill a "llCallOf oocurrlnc prior to 

279 

the expirati on of t he t e rm for which hio p r ed.eceoaor wao appointed ahall be apo 

po!ntod for th! r.ainder of tho term and tho term o of office of the mamboro firat 

taking office after the data of -.,tment of tiUo Act ahell o xpiro, as doliptod 

) y the Preaidon t, one at tho end of twa years, ono at tho and of three yoaro, and. 

ono at tho ond of f our yearo, after tho dato of onacttlont or thia Act. One 

cember lhall be appointed from roa.=endat1ons made by reproaentstina of the 

ecployen and one me ber ahall be appeinted from rocommendat!one made lly ropr.­

sentstiveo of carriers by railroad aul>Ject to thio Act, i n both caoea ao the 

Preaident ahall direct, ao aa t o pr oYide representat ion on the Board a&tiafactory 

to the largest nUCI'ber, r eapoet! .. el.y, of employeoa and carders concerned, One 

meo'ber, who shall lie the chairman of the Board, ahall be appointed ini tia.ll¥ 

for a t orm of two years without r e,_end&tlon by oithc r carriere or <E1ployeea 

and ehall not llo in tho employment of or be pecuniarily or o thorwiao intoreatod 

in &nf empl, yar or orpni m tion of .. ployooa. V&C41lciea 1n the Btard shall 

not impair the powera nor affect the dutlea of the :Board or of the ramain1118 

coo'oers of the BOard of whea a ll&,jor1ty of those in office ahall conatltut a a 

quorum for the tranaaction of buaineas . Each of aaid oombora ahall recei ... a 

aalary of $10,000 per year, t ogether rt th necessary tra ... l1118 exponaes and 

subaiatence expenaea, or pe r diem &lle~ance i n lieu thereof, while away from the 

principal office of the :Board on du\los r..qu.irod b)' this Act, 

DUTIIS 

(ll ) 1. b Board shall ha .. and exercise all the du\laa and 

p4W8rs 118081a&rJ ~ adainister this Act , The BOard shall take 

.uoh s teps aa MT be noce•a&rJ ~ lllforce thia .A.ct and aalte 
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8II!U'da and oert1t7 ~"h• Ilec1aiona liT the Joar4 upon iuuaa of U.. and 

tact relnt inc t o applioo.tio,. forODJIUI.tiea or ~th banef ih ahnll not be 

oubJ!IIJt to revin b;r ~~>¥Other o.dla1nhtrat1.,.. or ~Leeountinc offieer, opnt 

or omployco of the Unitod Stntoa. 

2. Tho :Boo.rd oht\11 from Umo to time oertif7 to tho seoroto.ry of 

tho Tronsury tho nome ond oddreaa of ooch poraon ontitlod to r ocoivo " 

poymont undor thie .let, tho ILIIIOUftt of aunh ~ont, ond tho timo <>t l'lhich 

it should bo tw.do , Md tho SoorotOJ')' of tho 'l'ronaur;r t hrough tho Div1e1on of 

Disburaomonta of tho 'l'rofi8UJ'Y l>optlrtmont , Md prior t o nudit by tho Gonerol 

ACcounting Office , ohe.ll llllllto p~nt in aocordanca with the certification 

by the :Board. 

3· 'l'he :Board ehall eatablieh and pl'OJIIulge.te rules and r"6ulationo 

to provide for t he adJuat101111t of all controversial G>~Lttora ariling in the 

admin1atre.t1on of t hia .lot, with power aa " :Boo.rd or tb:'ough GilT member or 

dosi £llo!lted aubordinc.te t boreof, to requiro Md compel the !LttondiLDce of --

rlt noaaes , o.dminiator oo.tha , tolco t oat1moey, o.nd molco !Lll nocooeo.ry invosti­

go.tiono in MT G>~Lttor involving o.nnuitios or other p<ll'DODts ond ehiLll maino-

tnin .uch ottieea, prov144 such oquipmont , turniehinga, aupplioa , aorvicoa , 

Md fo.cilitios , Md employ such persona o.nd provide for their componao.tion. 

and oxpcnaoa o.s 1DQT be nocossOJ')' for tho proper d1ach!Lrp of i ta tun'ctiona , 

Tho :Boo.rd eh!Lll ho.vo power to omploy, without rogo.rd t o the provisions of 

tho civil- sorvico lo.oc, such oq>l07"0I , o.tt orncya Md apoci!Ll oxporla o.s 

coy bo nocoaaOJ')' tor t ho proper disch!Lrgo ot ito dutioo Md, withmJ.t rognrd 

to tho proviaions of t ho Clnaaitioo.tion .let of 1923 , o.a QIIIOllded. to provi@ 

for tboir COI:lp<l!llnt ion nnd oxponaoa. lqllo)l"oo of tho :Bonrd who sholl not 

hnvo boon appointed in o.ccordMc• vi th tho proviaions of t ho oivil-aot'\'ico lo.va 

nnd t ho C1Na1finnt101l .lot of 1923, na nmcmdod. f'Jil¥ o.cquire n oompetitiYO eiTil 

sorvtoo stntua if they ah!Lll hnvo boon 1n t ho employ of tho :Bonrd for at lonat 

• 

ono ;voc.r ond ahnll hnvo p:ueed e> no-c0111p0tit1vo o=cinlltion siv011 by tho :Bonr"-. 

tho nnturo of 'llhi eh ahnll bo 44to1'1Dinod by tho Bonrd .ubJoet t o tho approval of tbo 

Civil Sorvico ec-haion. .u1 ralea , ~tir,. or doeioiona of t ho :Bonrd abGU 

roquiro tho appro'i't\1 of c.t lCGat two ,..sora oxoopt c.a pl"'v144d in eub41v1a1on 4 of 

t hia aubaoctlon aDd ~ 8ball 'bo cton d upon tho r ooor da of the lloGrdo whlah 
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ohall bo a public rooord. lfoUeo of a &.cieion of t he l!o&:'d, or of an 

•"Plol"8e thereof, ehall be C<rlllllnicated t o tho aJ>Plicant in writing 

11ithin thirt ,, 4D.·•a attar euch !Sacilion ehall have been macl8. The :3oar4 

ahnll gather , keep , CO<IIpile, and publieh in convenient form ouch recorda 

and data ae ma;r be neceaoary to aaoure pro~r o.dminietration of the 

J.ct. The l!oard ahall have po"er to require all employer e and emplo;.rHo 

and any officer, board. oommiooion, or other ft68noy of t he United st~tes 

to fUrnish 8Uch informat ion and recorda na shftll be neceaaury for the 

udmi niotrntion of t his Act . The several district courto ot the United 

Statoa and tho District Court of the United States tor the Diatrict 

of COl=biC> ahllll h!lve Jurisdiction upon aui t by the l!o~>rd to cOCI]>Ol 

obedience to any order of the :Soard issued ,,urouant to thio oection. 

The order•, wri te and procoaooo of the District Court of tho United 

St~tcs for t ho District of COlumbill in .uch IU!to mQY run ond be 

oorvod enywhore in the United Stnt oo. 'l'ho l!oard ahall lllllco ao IW!ual 

report to the Prealdent of the United States to be suboitted to 

Cone:reu. 1f1tneaseo oummoned before the Board. shall be paid the ao.me 

f ees and ~ileago ~~nt are pa id. witneasao in the courto of t he United 

Statu. 

4 . The Boord 1s authorized to del061\te to &n;f ot ita .,._ 

ploye .. the power to aeb doohiono on applicati,.,no for annuities or 

daat;, banotih in accordance with rules and regulations pr oaoribocl. by 

tho l!oardt froyi4ed, ho...avor, 'rhat &n;f p~raon aggricnd b,r a deohion 

10 111&48 ehall ban the r isbt to a ·1p1al to t he !loard. 

001lll1' J11R I SD I 0'1' I 0!1 

seo, 11. The on.ral diotriot oourlo of the United Sttlteo 

and tbe Diotriot ~ et the United Stat•• tor the Diotrlot ot Columbia, 

reopeotinlT, ollall ban JwhdletlOD to 
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uont appropriate relief on nn application b7 aD empl.o,yee er other penen 

o.urieved in or to the d1atr1ct co-.>rt of 8ZJ:f 4iatrict wherein the :Benrd 

nny hnve eata"bliehed an offi ce , to COII!p81 the Board to .. t aaide an net ion or 

daoiaion claimed to be in Yielatiao of a le&el ricbt at tha appli cant , or to . ~ 

t oke action, or to mat. a deoiaion neceaaary tor the antorcemen~ of a logal 

r1&ht of the applicant, The 1Seo1aion of the Board upon ~ application f .er 

annuity, peneioo,'or denth benefit ehall not be oubJoat to revie? "by ~ court 

unloaa suit is COJ:IIIIenced within one f81JX after the d.ecioion hne been entered 

upra t he recorda of tha Beard nnd COJ!Il!llmlcated to the applicant, nnd in any a\1011 

auit , th e findinga of the Beard ae to facto, unleoa oontrnr,y t o the weight of 
' • '!' • 

the evidence, shall 'be "b1nd1ng upon tha court . Tho Jur1ed1c~1on heroin 

speci f ically conferred upon the Federal eourta ahall not 'be held exclusive of 

any Jur1odict1on otherw1ae poeeeesed 'by ouch oourta ~o entertain aot1one at 

lnw r r 8'J.1ta in equity in aid of the onforceaoot of rl&hta or obl1gationa orbing 

under t he p revbiona of t h1o &ct . 

UDIP'I'I Cll 

Sec. 12. No nnnu1ty or pana~on payment ehall be aaaigm>.ble nr bo 

oubJeot t • any tax or t o garnhhment, attnohmont, or ether legal proceoa under . . 
OilY Cil'e'WIIatoncea chntaoner, nar ehal.l the pa)'lllent thereof 'be ant1o1pate4. 

PIIWillES 

Seo. 13. JzJ:t aft1cer ar ogont at nn •IIJ>loyer, ae the ""rd 

• omployer" 1a herein\et.re defined, ar any employee ooting in hie own 

i ohalf, ~r 8ZJ:t person whether ar not af the chnl'llcter hereinbefore de-
• .. 

lined, 'IIIlo ehall ... ul1'ullT taU or rofUae t o ..a any nport or turnl.ob 
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J,ct, or who ehall lalowlDcl7 ~ or oawae to 'be ~ ~ falta or frewlulct 

atat•ent or report 1D re8ponae to e:r report or atat-t Nq'Qired t o 'be 

ma4e for the P\UPOH of tbie .t.ot, or 'llbo lbal1 kDowl~ ~ or aU 1A 

caldng ~ tal. .. or t1'11Ud11let etat-t or claia t or the pvpon If 

calllliD& an award or p.,...nt ~r thh .t.ot , lhal1 'be pllllilhad ~ a flu of 

not l eas than $100 nor acre thaa $10, 000 or \7 1apr1M .. Int not UON41Dc 

one yoar. • 

SIP.lBUIILI'l'T 

Sec, 14. If ~ prcY1e1on ot thit .t.ot , or the application 

thereof to aey penon or cirouaetancee, 11 held 111Yalld, the raa11148r 

of tho .t.et or application ot .uoh proYielon to other peraona ar circuaetan"a 

shall not 'be affected thereb7, 

WLR)J.D llmllllll!ll'l' .t.CCOOII'l 

Sec, 15o (a) There 11 hereby created an .t.ecount ln the 

! reasury of the Un1 ted state• to be lmom u the •JIBllrcad .Retlzwent .t.ceount•, 

Then 1a hereb7 appropriated to the .t.ocount tor eaoh flacal year, beginninc 

wl th the fit cal 7ear lncl.lDc J\1111 31), 19)7, aa an annual pzwl.,. an 11111ount 

sufficient, with a raaaonab11 aarg1n for continc&noiea, to proYidl for the 

~ant of all 8Zillu1t1ae, p~~~llone and dltlth 'be.,.fltl in occordanoa with 

the prcYiaione ot tbie .t.ct. SV.ch &~~ount lhall be bD.eed on eueh tablea of 

=ortall. t7 aa the JIBlli'ICid btl react Boo.rd lhAll troa tlae to tlal adopt, 

end on an lntereat rata ot J par oent~a~~ per aDA,. ecllllpOUDdld annuoll7o 

The Ballroad Jllltlr.ct Board lhall .w.tt &DDUll7 to the :sv.raou at U.. 

Budcet an aatl-te. ot the approprlntlon t o M •41 to the .t.ocollllto 
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(h) At the requut ud direction ot tho Board, it ahall be 

the duty of the Secretary of the Treasury to in,. .. t wab portion of 

the amounts credited to tho Account co, 1n tho J~t of tho Boord. 

1a not lacod1nte1y required tor tho p11111ent of 111\DUltho, p8lllicno and 

doot h bonetite in o.ccordanoe with the prorla1ona of th11 .let 1n 

intoroat-bonring obligntiono of the united Stotoo or in"obligntiono 

guo.rontoed. 08 to both principal o.nd intereet by the unit ed state a_. 

For auoh purpose tNoh obl1gnt1ona ~ be o.cquired on original isauo ot 

per or by purcb:lse of cutst41141D& obligntione ot tho morket price, The 

purpoaea tor which ohligntiono of the United stoteo may be iaeued under 

tho Second Liberty Bond Act, na ~!mended, ore hereby extended to outhoriso 

tho iaauonce at per of epocial obligntiona exolueivol)' to tho Account , 

Such opocinl obligations ehall boor i nterest nt the rate of 3 per centum 

per oo.num, Obligntiona other then ouch apeotol obligntiona ~ be 

noctu1red for tho AI:COWlt only on tNoh te:noa o.a to provide an inveataont 

yield of not leaa then 3 per C<lntiiCI per oooua. It ahnll be the cluty 

of tho Secretary of t he Tren~ury to aell ond d1apooe of obl1gntiODll in 

tho Account if it aholl be in the intoreat of the Account ao to do, 

Ml/1 obUgntiona ooquired by the .A.cco-oll1t , except apaciol ohligntiona iaalllld 

oxcluaivel)' to the Account , ~ be oold nt the morlcat price~ Specinl 

obll&ntiono iaiiU.IId excl.uainl)' to the Account o.'>oll , ot tho requeat of 

the Boord, be redecod ot per plua o.ccru.ed tntareot . The Boord llholl 

include i n ito onnuD.l report tho otntua of tho .t.oCOUDt.. .All aaounh 

credited to the J,ccoant aholl hi n-.o.l.lnble tor tho ~ant of al,l oonuitloo, 

ponaiona ond daoth b1111fito l n nccordanoe wi t h t ho proYioi ona of thla 

Act, 
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.APPl!OPill.t.fiOI JOB J.llUlllb'r!W'lV:I UPIIIUII 

sec , 16, Ther e 1e hereby &l.thorhed to be appropriated troa 

time t o time wch ouaa u aq be necenary to provide fer the expenen of 

the Board i n &dainieteri~~& the prcYiaione of thia Act, 

SOCUL SECUIIITY JDr 

Sec. 17, n.e tem • eplo111ent, • aa defined in mbaection (b ) 

of Section 210 of Title II of the Sociu security Act, ahal.l not include 

service perf ormed by 1111 ..,ployee of an employer aa defined in section 1 (a) 

of this Act or aervice performed for an organization of employees by a 

representative .bo ia an employee within the meaning of Section 1 (b) of t h ie 

J.ct . 

Sec , 18. It aball not be unla..tu.l for carriere by railroad 

subJect t o thia Act to tllrniab f ree tranaportati on to pereona receivin& 

8nml.i tie a or penaiona under thia .t.c:t in the ••e •anner aa mch transport .. 

tion 1a turniahed to cployeM in t heir aervice , 

&HORT TITLE 

Sec, 19, Thie Act aq be cited ao the •Railroad Retir•ent 

"ct Of 1935• • 
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P.t.RT II 

The cla ims of pereona who , prior to the paeaage of thie 

amendatory .l.ot , ehall have relinquiehed all r ight s t o return to employer 

aorvice and bocome eligible for annuitioe and the claims of the epoueoe 

206 

and dopondcnt noxt of kin of euch poreone ehall be adjudicated by tho lloard 

in tho ,.,. manner and with the aame effect ae if this amendatoey .l.ct 

had not been paaaed, except that (1) the &DDUity of a pereon oho would 

not have qualified for an annuity except by Yirtue of the provieione of 

t hh amondatoey .l.ct ~ not begin prior t (l t he date of J>&Salll;e of t !>h 

Act and (2) no reduct ion ehall be made in &n7 annuity certified after 

tho paeeage of t ;:ia amendator y Act becauee of continuance in eervice 

after B~;e aov•mty or after age lixty--five nithout fili ng with t hu Doo.rd 

Nl B~;reement t o cont inue in emplo.,..nt and (3) aerviea rendered prior 

to the dq on which the :Railroad Retirement Act of 1935 mlG enacted 

to an employer vhich ,... eubJe ct to tho.t .l.ct on t ;>e da? it ..ae snacted 

ebe.J.l be included in the aerTice pariod in connection vith any annuitT 

ce~t1!1ed in whole or in part by the !oard after the passage of tale 

amendatory Act , irr espact ive of nhethor at tho time such service m&a 

rendered the employer was an employer ae do>fined in Sect ion l(a) of t hat 

Aot , Tho preeent membor ahip of the :Railroad Retir e..,nt lloD.rd and. thei r 

torme of office ehall bo 'lDaffocted by the provhi one of t hio Act. 
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JROil COCHR.UI. 

Thi s morning I returned f ro. Basel, where yesterday 

the meeting of the BIS director s was held. Decisi on was 

reached by the Board to recommend. to shareholders payment 

on the old gold f ranc baeia of t he customary ~ diYidend 

for fiecal year 1936-1937 . The Boar<l further decided t o 

abolish t he rule which has heretofore required that ~ 

of BIB shares wh ich were originally subscr ibe<l t o by 

American banki ng group be retaine<l in the Unite<l States; 

these shares may all be sold t o purchaser s outside of 

the United States , i f it is desired to do eo, but the 

Yoting r ights are r etained by the original subscribing 

banks. Wel<lon 1B being sent by· the First Nati anal Bank of 

ITew York to represent this group at the annual ueting on 

Kay 3 of t he di rect ors. Trip was reelected by the Direc­

tors as the Dutch member of the Boar<l for three aore years . 

GOYernor Rooth of the Swedish Reichebank was also elected 

for t hree years. Governor Roath had preYioualy serYed one 

t erm un the Board which ended in llaroh 1933 . 

When I visited Basel in Karch Beyen was ill. He 

inquired yesterday about my January vie1t t o the United 

States, aD4 in particular, abwt the likelihoOd of Alleri­

cu 
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cu. parUc1paUGD 1n tbe BIB, all4 abOI&t OlD' gold rulee. 

Be t old me tbat oue of h1a teobn1cal aas1atants ha4 been 

gr1111bl1ng beoiWae of a reoent oablegru ••• 

END BICTIOJ OlE. 

BULLit!. 

J:A:Lft 
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reoeiYed through the Federal ReserYe Bank of lew York re­

questing full information as to ownerahip of a poeeible 

deposit of gold to be -de 1n Jew York by the BIS . '!'he 

remark wae ~~ade that it wae not in accordance with the 

spirit of profeeeional banking eeorecy to di sclose t he 

identity of the ownere of gold deposita by the BIS . I 

called to Beyen1 e attention the arrangements which haYe been 

made so far between the countr1ee enjoying the priYileges 

of the Tripartite Agreement, and suggeeted t hat the BIS 

be entirely frank when explaining details of any trans­

action, and refrain from peeing hypothetical queeticns to 

the Federal ReserYe Bank of lew York. AB for London, Beyen 

admitted that it had also shown a t endency lately to with­

hold gold buying priYileges from certain prospectiYe pur­

chasers, eaying guardedlr that •the aYailable eupply1 

wOuld determine whether they could fill the orders. ' 

At the May aeeting nothing will be done oy the BIS 

towards seeking unofficial American participation, and no 

amendment t o the etatutes will be suggested with the idea of 

intereeting offieial Aaerioaa participation. Itie poeeible 

that e011e ttae duriDg the year Beyan will •hit our countr,. 

just' to get acquainted, ae he ha e n&Yer bean in the unttsd 

States. Be may at tbat time consider the question of 

-..ciDI 
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engagiq a young eoonoaiat troa the Un1 tecl Statu. .la long 

as we were not officially represented OD the Board, I t old 

him, we were not disposed to naae anyODe officially. 

DD SJ:O!IOI no. 

U:Lft 

~ ... ,. (\. 0 
• .,. • u j . ' 

ftotHif1,. ... UJ "~tl!~t Ht ..... ... ..., 
_..... . ~- ...... ~.; ,t 

BULLITT. 
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It ie my eiooere hope that Beyen aay visit both Washington 

and Jew York, ainoe it is deeirable that the resident 

head of the BIS haye a better personal understanding of 

the Alaerioan ai tuation in Yin of the fact that there is 

no Aaerioan on ita staff. 

On Sunday and Monday the two topics principo.lly die­

cussed at Baael (and at Badonweiler on Sunday, where 

Schacht entertained the BIS off icials and their wiYea) 

were tho American gold scare, and van zeeland' s oc.micoion 

by Franoe and Groat Britain to investigate the possibil­

i ties of lowering barriers to trade. 

The nervouaneee of tho past week, President Trip 

said, due to the gold ruaor , had shown that the gold bloc' e 

breaking up had not i n i teelf aado the a011etar y s ituation 

of the world anything like safe. The idea of frequent 

resort to alteration of the gold content of a currency 

for adjustment to economic situations ie opposed by Trip. 

He expressed the hope that if the United States BYentually 

changee the gold buying price, it .ay be done in suoh a aaaoer 

ae to g1Ye a Yery definite i~~pression of being final. 

It 1B Trip's own idea that internatiollll.l agre•ent Oil 

production of gold would be better than having iDdiYidual 

countries take eepnrate aot1011 to adjust the gold Yalue of 

their reepeotiYe ourrenoiee. Should a new price for buying 

golcl 
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gol4 be eetabl1ehect, Trip (and •DJ othera •Uh wlac. I 

spoke) etre .. ect the 1~~portaDCe of couul.tat10D bdweeD the 

cOUDtr1ee alreadJ gr~ped tocether, and of w1deD1Dg a call 

for coDaulatiOD& to include other i~rtant •oDetar:r 

power e. 

J:liD BJ:O'l'IOJ TJIIlU. 

BULLIT'l'. 

OlVIJOJfl 

t;"t:: t I :: ,. '• 

' ·•-l••,JO 'W' . .... . .. , 

U;Lft 
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More gold was co.ing into the Jfetherlands than wu de- · 

sirable, Trip said, but since Sept .. ber as, the GoYeruaent 

bad been suoceeetul in restricting t he price rise to 

approxiaahly 1 1/2 percent. Trip r811la1ns defin1 hly 

pessimistic about the French situation. He feels that 

the franc will continue to weaken and no solid financial 

a nd monetary c onditions can be achi&Ted while power is 

held by the present Go•ernaent as now constituted and 

supported by the OOIIImDists. 

TO. Swiss Jfational Bank President, Bachaann, insisted 

that Switzerland had fixed a definite price for gold, and 

they would be reluctant to change it . President Bacbaann 

expressed a view similar t o that of '!'rip , that countries 

should avoid frequent alteration of the gold price t o meet 

eoono.ic conditione. Go?ernor Noraan , he said, had talked 

with hia earUer in the day, and the G<wernor insisted tb&t 
a 

too high/price for gold was being paid by Switzerland and 

the United States. 

President Bach•enn told me that during the past f .. 

days he had sold gold 1n the UD1ted States &6ainet dollar s, 

and he wa• entirely satiafied w1 th the techni cal operati ou 

with the £aerican authoritie8. He expressed the •1ew that 

t he gold scare eaphasized that so long as a •day to day• 

polio,. 18 f ollowed, ballken 1D o enpae 1n gold arbi trace 

ordill&l" Uy 
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ordinarily, in houbled tillu will DOt baYe auftioient con­

fidence ae to receiving the lecal price far gold current at 

the date shipamts are to be aade fro. abroad. He said he 

would like to sea so.e guarantee giYan s hippers, eo that 

if the official gold price chanced. during t ransit t1111e, the 

shippers would sutter no l ose. 

It seemed to me that Schacht was in better spirits. 

He told ae personally tbat lately he thought there bad bean 

s011e illprove•nt in t he world outlook. German ezport trade, 

in particular the heayy i~dustriea , was continually better, 

he was happy to tell ae. He said he was going t o Yis it 

Brussels , where today and tomorrow be would aee Bslcian 

officials, inoludinc Premier van Zeeland. van Zeeland atanda 

in Yery well with the Germane, according to Schacht. Be 

t hought Van Zeel and' s selection by the British and rrenoh 

authorities to begin iDYest1gation of t rade barriers waa 

a ~eYe in the right direction which should be reoeiYad with 

~elcome. Schacht expressed s i ncere hope that in the 

studies aDd plans to be undertaken there would be no t en­

dency to differentiate between d .. ooracies and diotatorshipe. 

lconc.D and politics should not be aiud, in his opinion; 

be thougbt the opposite policy waa reaponsible far aany of 

the failures of the League ot •auone. He said. be hoped. 

tbat u would be possible for the United Statu and lraat 

Britain to reach a reciprocal t rade acre•ant, ae th11 lbould 

be 
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be helpful to~d general expansion of international trade. 

The recent speech by Seorstary Bull on t r ade and peace -~~ 

waraly ill40r8e4 by Schacht. Dieolthoff, he bel1SYed, would 

do JBU.Oh to i 11prove relations between Gerlllllny and Al:lerioa. 

Soh&oht insisted to me (as be has preYiouely) that 

cnttic i• of the Gerllllln Goverlllllent and its polioieo by for­

eigners, official or private, will not change the situation 

but wUl only •ke mare difficult the problem of inter-

national r elatione . Be did not think it would be possible 

for a country which is sharply critical of tho governmental 

institutions of other nations to be considered an entirely 

neutral a.ll4 d1einterested leader should an attempt toward 

oonToking a world disarmament conference be aade. On the 

fourth of May Schacht will ooee to Paris for the Gerl:l&ll 

!Xposition Building dedication. 

I 8J)Oke w1 th Sir Otto W1•eyer, who Ti e1 ted the United • 
States in January alld February. Be 1a not disposed to agree 

witb soae of his benker friends of !few York, wbo e:q>reeaed 

the opini on th&t the present ~¢ministration would not etr iTe 

fer a balanced budget, but would oont1Due to run up a trea.­

doua deficit . !he Aaerioan outlook 1a hopeful, in hie 

opinion. But he thinks that eYeD if we haTe to take 8011e 

risks, the moat reasonable soluti on of our gold problea i8 

to start lendina abroad. 

I 
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I had a talk with GoYenaor JoriiU, and asked hia 

whether the move to have van Zeeland iureatisate trade 

barriers waa aerely an ele4tion help, or whether it wae 

a serious atf-.1r. He eaid that he hope4 there migbt be 

serioua results froa auoh an invest iption. He knows 

that our country ia interested in procuring a tra4e agree­

ment with Great Britain, and confidentially he expressed 

oonaiderablo conc ern over the trade policies of Great 

Britain, Howner, until after the J:llpire Co~erenoe in 

K&Yi no one can tell just what Briti sh policy will be. 

I gained the very definite impresaion from talka with 

Governor Norman and other British repreaentativea and varioua 

officials at Basel, t hat the (omission) aitua~on is lese 

clearly aeen by the Britiehers themaelves than baa been 

the caae prnioualy. .A.rmaaenta is the principal. cauae of 

the uncertainty. Jieaeyer particularly atreeaed the point 

that expenditures for arm&l!lenta have barely begun, 10 no 

one can even imagine what will be the whole effect of tbe 

progn. . Tho e:zport trade of Great Britain undoubtedly 

1B of oonoern t o tbe Bri Ush. They realize that during the 

rearaaaent proceaa 1t aay ehrinlt fUrther, with r1B1ng pricea 

and inoreaee4 d~atio oonBUB~Ption of raw aateriala. The 

IU8Sest1on waa aade to Governor Jorll&ll by one of ay friends 

that the b .. t way ta Great Britain to recover it a export 

trade would be to f ollow the pol1o1ee througb whioll 

lnil&Dd 
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Ez13lazul a chieved suoce se i n s elling abroad - i . e., by havi ng 

few t r ade r estri ctions, a c tive int ernational lending, and 

a stabl e currency. The reply of J orii&Jl was t ha t t he pol1 t­

ical aspects of the situation had not been oonaidered by 

my f r i end. 
·' 

l or man t old me , wi th regard t o the American gol d 

ruaor , that he - • p le&eed thi s •tr ial balloon • had been 

put out, a s he thought it had led t o s0111e ser iouu thinking 

and public discussi on which bad really been benef i cial . 

The .laeri can gol d pric e should be changed , 1D hie opinion, 

a s the l aw of supply and der.tand waa one l aw of nature over 

which t he United States could not l egislate succes sfully. 

Gover nor J orii&Jl expreeued a nnoyance over the publica­

t ion through a eeriee of articles i n the RJ:VUJ: ISS IJ:UX 

liOBD&S of •emoira of foraer GoYernor lloreau of the Ba.Dit 

of France dealing with confident ial negot1at1 one with t he 

Bank of ll:ngland i n particular, and with other c entral banka. 

!'he r e s i dent BIB officer , llaroe l Van Zeeland, and the 

Bel iian di reotora, were e l ated over the cutotandiug d 

victory of the Belgian Priae lli niater (Karc el' a brother 

Pllul) in the eleoUon on amd•y. They l ook now f or "en 

greater auooeea 1a doaeat1o and f oreis- affaire on the 

part of the Belgiu GoYer DMil1i. 

I 
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I -• approached by Bathan of the Italian delep.tion 

on the subject of war debts. He said he thought that 

Italy might be able to pay sOIIethi.ng to us out of the pro­

ceeds of dollar securi Ues which the GoYer lllllent bad requi­

sitioned. lfatban said he would like to s ee scae money 

raised in ou~ country for lthiopian deYelopment. The 

Spanish situation was a sensitiTe one for the Italian offic­

ials, particularly the recent bad luck of Italian troops 

1n the J.ray of Franco. < 
At Basel tbe prevailing impression 

was that hnaany was inclined to w1 thcl.raw as cautiously 

and as quickly as possible from the Spanieh . situation, leav­

ing the Italians the whole fi eld. It seemed that the Germans 

ware convinced there was no real ioeue associated with Basi 

doctrines at stake in Spain, and that this wa.e only one more 

oiTil war not different frca earlier conflicts in Spain 

whioh t he Spaniards themselves whould han4le. The Italians, 

incidentally, have baccae annoyed to see eo many ablsbocl.ied 

Spaniards living or visiting in Rcae, and at the readiness 

of the Bpaniah nationalists to leaTe the serious fipting to 

their Italian friends. 1Urther11ore, it 1a a&id that Geraany 

learned an i~resaive lesson in Spain, n&~~ely that a country 

can be badly cle110liahed by aaroplanea, truclta, a.n4 tanka, 

but such weapODa of offense cannot oaptu:re and hol4 a country. 

Gerll&l1y 1a iDCl1ne4 to be more pao1f1c, taking into cona14er­

at1CD this aD4 other factors - in particularly the -.11 
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DaYY which they baYe, and the high ooet of inoreaeiJii 

armaments du. to the rise in i~orted raw aateriale. 

There was one story ouzrent t o the effect that Sbheobt, 

in recently accepting the preeidenoy of the Reiohebank 

for a further year, had i~~poeed definite oondi tiODe, 

particularly along the lines of working toward freer 

trade, and retrenohin~ in ailitary expenditures . 

The Frenoh general IIUID&ger, queenay, thought that tbe 

French franc sbould be allowed to fluctuate between 110 

and 112 to the polUld. Thie w~ld afford 11 ttle chance for 

speculation in the forward franc, and at the same time 

France would ba•e the benefit of the cheapest monetary 

1.1Zli t pose1 ble under the leg1Blation of October 1, and 

capital repatriaUOD w~d be encouraged. 

queenay and the other officials while at Basel were 

not yet faaHiar with the in ten iew g1Yen to the J'IIWIOI.t.L 

HEWS of London by Auriol, Kinieter of Finance, in which 

he indicated that the franc would be allowed to find ite 

noraal leYel within the liaits prescribed by the le&isla­

tion of october. In this interYiew he also said he fa•ore4 

early stabi11eat10D of the three iaporte.nt currencies, 

and he sought further international &greeaente to aYoid 

~ eYaetoa. I will aail a fUll repor t of this in ten in. 

queenay told ae a ator:r about the aiesion of Van 

Zeeland , whioll 1n aoet pert &greed with inforaat1011 which 

two 
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t wo other BI8 oft1oera furnilhed ... • Van Zeeland had aought 

for the benefit of Belgiua and hie own election cauae, 

incidentally, to get a Tery definite declaration reapeoting 

Bslgilllll'e neutrality f r o. Great Britain. J.n alternatiTe 

was eought when, in spite of the ~ing' a visit , that dec­

laration could not be obtained. The Tripartite Agreement, 

it waa recalla d, faYored moYee toward lowering of barriers 

to trade. At the aubaequant aeeting of the League of 

Jl&tions lnat autuan, a recoaaendation had been aade t hat 

trade barrier& be investigated, and the naming of Van 

Zeeland t herefor bad been mentioned. This suggeetioo waa 

there•ore reYiTed, and Jl"rance and Great Britain apJI' oved 

it , BYan thougb eo auch publicity aade Baldwin somewhat 

unhappy. QUeanay enticipatee no etartling or early reeulta 

from thie mcwe, although he thinks it ia in the r ight 

direotion. The Belgian monetary expoert formerly with 
• 

the Auatri"An Iat ional Bank, Jl"rere , passed through Baeel 

on hie way 

holiday in 

frOID Italy a few days ago. Jl"rere had been on 
from the Prime ¥1niater 

Italy when he receiYed a telegram/to oa.e to 

Brussele at onoe - on the aaae day that the Van Zeeland 

propcei tion wae aade public. I am informed that Prere wae 

entirely unoware of the van zeeland plane until he waa oalle4 

to Bruuele, although in the preu the i~~preuion ie g iTan 

that he wae atu4ying the plane f or the past two aontha. 

fte 
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The Swe4iah BIS eoonoaie1i, .Jaoobeeon, is defini hly 

conYinced t hat it i s essential tha1i the American gol<l price 

be lowered. The proceea of sterilisation of gold will 

prove more ooatly than effeo1i1Te, in his opinion. Jaoo~ 

88on waa in agreement wi 1ih lorlll&ll an<! eeYer&l others of 

my friends that einoe the queetion baa once arteen as to 

the possibil ity that the gold pri ce of the United Statea 

will be changed, there will now be an incr eased purchase 

of dollar• by foreigners, and aboYe all, an accelerated 

ahipaent of gol<l, wi th particular aotiY1ty by the SOYiet e. 

The BIB eoonom1Bt estimates that between taoo,ooo , 000 

and $300 ,000,000 worth of gol d is the current year •o 

production for the SoYiets. 

Jaoob .. on thinks t hat our probl• regarding the influx 

of golll would not eYen be aolYe<l if sterling aDd the f ranc 

should decline below the pari1i1ea eDY1aaged by the Tri­

partite arrangement of last Fall. He thinks, in other words, 

that i t will be i nOUJibent upon us to change our pl'ioe for 

gold to parhape around $30 an ounce, and then p ermit a 

readjustment of other currencies aooor<lingly. He •id in 

particular hs waLld like to aee the old a terliDg dollar rela­

tionehip of 4.8!5 peeled, eYBD though we could not aohieYe 

dsfi nits le;al etabiliaa1iion. 

Ae for 1ihe question of reYaluing the Swe<lieh crown, 

upwar48, thie 1e bf no •.-n• dea<l, aooor<ling t o .Jaoobeeon. 

fte 
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The des1rab11Uy of c on8Ul.tatton with foreip countries 

by the United States in any rwral uation move was stressed 

by Jacobsson. He again commended the spirit in which the 

original tripartite arrangement was brought about. In hie 

opinion the changing of the American gold buying price would 

be a new and Ulportant step t oward aolT1ng the monetary 

pr obl .. a of the world. 

Jacobssca expressed hope that the inquiry by Van Zee­

lo.nd may lead t o a more genaral reduction of barriers t o 

trade. van Zeeland, he belieTea, or his repreoentat1Tc, 

ahould draw up a definite plan of action in the trade field 

and eubmi~ ,i~$q .~he vari ous powers, rather than solicit 

the op1~i.C?.ns ot t;he different countries and then try to 
I 

work out a plaA on which they 
•\1 · ~· ... 01J!~.t t 

all could act. 

'l'he BIB· eoonollli et said he . -. appreciates the iaportaoce of 

&::1 understanding between Great Britain and the Un1te4 States 

on t r ade mat t ers. But he does not bel18Te we ehould be 

too i n siatent upon desanding t hat the GoTeroment which WeTille 

Chamberlain will soon head should diocard the policy of 

Illlperial Preference which hie father so strongly footered. 

In Jaoobaeon•e view, we should reepeot the British idea oa 

this Just as :Dlropean c ountries auat now come to reapeot the 

A .. rioan feeling on the war debt situation, as rwrealed ill 
by P'ranoe 

the official aUUude toward t he rsoBllt arR~, and press oo-nt 

ill .uterioa Oil tll.is moore. 
DD KUIWB. 

U;Lft BULLIT'f. 
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!l . r.! .Jr: 

Harrison : 

H. li.Jr: 

ll : 

H. l! .Jr: 

ll : 

H. :L Jr : 

H: 

li.M . Jr: 

H: 

H. ll.Jr: 

H: 

ll . lol . Jr: 

H: 

H. II.Jr: 

Hello 

Hello 

~overnor Harrison. 

Hello 

liello - Henry? 

hello - George? 

Yes sir . 

Ah - :you want to talk to me? 

April 13 , 1937 . 
12 : 31 p . m. 

309 

\"/ell I just called :you - ah - as l ong as Burgess 
is absent ••••••• 

Yes . 

... .. . I thought I 1 d let :you know what wa s going on 
here - you probably get it anyway . 

Well 'Re get it - ah - I don't know whether you ' ve 
been doing anything in bonds or not. 

No we haven' t - only because - al l ever ybody 
thought we oughtn' t to- even the dealer fellows 
said that it •as so absolutely quiet •••••••• 

Yes. 

....... . and inactive ...... . 

Yes • 

•• •• that if we began to buy it would establish 
t•eally fourth levels downward r ather t han to - ab -
keep out they thought would be better and just leave 
it inactive. 

Well that ' s all right. 
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And it went off on the average about 4/32d 1 s ••••••• 

Yes . 

••• •• and then improved to two or 3/32d 1 s so that 
the last that I saw was about two under last night ••• • • • 

Well that ' s not bad . 

•••• • but with no transactions at all and we thought 
that we couldn't say i t was disorder ly in any respect 
ani- ah 

Couldn' t say it was disorderly . 

What? 

Do you say orderly? 

I say we could not say it was disorderly . 

That ' s right. 

And we do have bids, of course, in - ah - under on 
the board in case anything should happen •there ••••• 

Yes . 

••• • ••• but we haven' t bought anything the last t bat 
I aeard . 

O. K. 

I think it ' s very quiet and - vh- I - I t hink a 
little disappointmen t that the President ' s statement 
is to be put off until next week. 

~es - well . . .. ... . 

Because I think that might count for what little he ' s 
in arrear s . 

Well we - we just - it ' s impossi ble to have it ready. 

~ es , well I gathered there was some • •• • • ••• 
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I mean it normally takes two months to do that • •• •• •• 

Yes. 

••••••• end I had to ask them to give us another two 
or three days. We just can' t - I mean •e can' t afford 
to make a mistake . 

No you're quite right. 

And the whole thing is - is, if anybody should ask you, 
is simply a ~uestion of getting the statistics . 

I see . 

Yes. 

?/ell I assumed 1t was that . 

.It normal l y t akes us two months and we've got two weeks 
to do it in . 

Yes . Well there ' s - there's nothing in the market here to 
be at all upset or concerned about, I think. 

Well that 1 s good . Well, thank you. 

All right. 

Thank you. 

Goodbye. · 

Goodbye. 
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To: 

Froa: 

8eoret&r7 Morganthau 

Dr. Burgeu 

'l'rea1111r,r bond 11arket open.ed ellghtl.)' lower and qulet 

but quotatlone tended to rlae wlth a t alr a11ount ot 

aotlrtty 1n the atternoon. Treaaur.r bonda oloaed at 

thelr hlgha ot the da.Y, nth the long -turttlu 4/:52 to 

Q/~2 better than yeaterdaY and wlth the remainder ot the 

l1at unchanged to 8/:52 better. Guaranteed bonde were tlra 

and rather aotlve, the F.F.M.C. bonde ehow1ng galnl ot 

2/32 to 5/32 and the H. o.L.C. bonda galne ot 3/32 to 7/32. 

The turnoYer ot goYernaent bond• on the board totaled 

$1,4-:52,000 again1t $~17,000 yesterdaY. The note market 

wa1 tl,rll all day and 1011e buylng was reported. The 

lQ:SQ - lQ4l 1eeue1 clo1ed generall.)' 2/32 to 4/:52 up troa 

yeeterday; other matur1t1es were unchanged to l/32 better. 

Do~~~estlc bonde, both hlgh and eeoond grade, were 

IIOderately tll'ller toda)" as some buylng 1ntereet appeared, 

and both group1 were up trect1onall1 at the olose. Oo~r 

Yertl'bles "re 1troD6o 

Forelgn bond• were qulet and aoetly unchanged 1n prloe. 

It.,.anl -aa tractional galne and Danl1h banda were al:ud. 

Ro purohaaea toda7 tor TreaaU%7. 
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April 13, 1937 

For the Seoretery: 

Go.,.rnor Soheller: Goftrnor Soheller and the Ruane bank people think that 

the gOTerlllllent bond d.tuation baa aettled dc.n and that the banke are ll\IOh leu 

jittery than they heve b .. n . A good bit ot the eelling tblt the Chicago and 

Illinois banks did for O'ftr the tax dete ot April Cirat hes been revereed end 

Chit.~ go banks ba'" been b~~Yins aome. rhe oo\Ultry bank a in th6 diatriot are 

al.coat entirely out ot the G vermoent bond a .rket - -- neither selling nor b¢ng, 

a.nd &I lODf; aa the quotation• ato.y about where they are, they will be utiatied. 

It the •rlcat goes up muoh, there will be acne selling, it is thoug)!t • .. 
Scheller and Young were onr 1n etroit last week rtaitins th.e hanks there, end 

• 
find them diaposed to be sa. tiafied if the Government bond market does not go 

ott as-in decidedly. The banlce report a greduel inoreaee 1n o<liiEteroi&l loane. 

They are very much worried about the strike eituetion, and jittery about other 

thinge than Governcent bonda. It 1a a&id here that 11 .. York 1a blaming lliohigan 

bt.nlca tor t he tirat selling _,.. ot Goverlll:l8nte. The i .ndustrial ait\lt.tion 1a 

regarded there ao muoh more aolrlle than tho. bond merlcat. Soht.ller and t he 

reoervo bank people are inolined to think that thero ehould be no attempt at 

puahins t he mrket up nor ot peggi ng it , but mo.intain it about where it 1a it 

not too expenoin, lattin& it elide ott to a three per oent :yield gredudl;r. 

Coc::eroi&l loano thro~out the diatriot ere pioJdn& up ,._, ll\loh ot tht. 

diltriot dep•nda upon oropa and the ooodng agrioultlrlJt.l aeaaon will hll 

how thinga will d.,....lop i n thia region. Chioego 1a more or le .. 1n batwHn the 

Wall Street ettitude ot II• York and the t&r~~~~r ettitude ot t he reaern be.nlc 

oitiea tarther Weat. Chioeg• llo!nk teeh pretty woh out ot touch with the 

a ....... Boa.rd, -.inte.ining the;r han no direot oofttaot ainoe r-.1 troa the 
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open ,.,.Jcet o~tt... Apparently t hei r oily i nt0111at1on •• t o puhllaaea t<tr 

Syetom account a re t r om the n..-.papera, except tor weakly 8\IID&I'i ... 

'Kalter J . eu-il!ge: Saya that Govornmeuta =at be pulhed back up to par --

that the :rreaaury cannot otand by and aoe bonda it hae juet issued r;o below par . 

su~eato the Federa l Roaerve cancel tho ~y l incroaae in reaervea, and bQY 

hoevily in the market . Thinka oaay money otill hir;hly eeaeutial. Countr y banka 

qtiot because they expect the Federal Roaervo to do thia. Wonders 'What the 

!roa oury 1s going to do a bout June tinanoing and What it 1s going to do about 

inoco:ling r;old . !.!ore inclined to aak queotiona than to talk. Socr.e othera here 

u y t hat heavy overinveatmeut in long term Gonrnmeuta 1a reaaon be takea 

a ttitude that quotationa muet be r eiaed. It they ....t up muo.b, could expect to aee 

Cont inental aeel, it i o aa id. 

John Hopn• Tbia vice preaident ot the Continental T>anta two thiDga --- cheap 

110ney continuance oo tar a a r eflect ed in high pr ioeo tor Gonr noent bonda, and 

hir;har yiolda on almoet evorytbiDg else. He ,,.,.. to obare the Trall street 

idoa that intor eat l evela and pr iceo muet r;et to their n&t ur al levola, but, 

probably wit h lla1ter CUmlninr;o in lllind, a lao t a1ka in favor ot supporting the 

GoTertU:Ient market . Saya the ~~~arket tor oamnaroial paper 1a t;oi ng dead . 

Not too holptul. 

tr . Abbott• rhio bond _, tor the Continantt.l thinka t hat the l!areb tiret and 

l:ay tiret reaervo klo,....aea tlankint; the llarob 16 tax date a pretty heavy cl cee. 

Thinlca Reoer TO Syat.,., llit;ht do well to oancel t he lo!ay 1 inoreaae. Tbinka i t 

euential that the GoTar- enta all be puahed baok &b OTe par . Saya t he ReaerTO 

Syat• would not put incr •ae in et teot now it the ohoiM r - ined. Saya t he 
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oxoou reaorna that are lett ILt'ter ll&y 1, while in e:x.oeu ot a halt bill1011, 

and eo creator than in 1929 ahould not bo oampared to 1929 balanooa, booauao 

oit y baNe. now ueo tho naotn ayetom tor wire tranatora whore they uaed to UH the- r 

oorroapondento, and tbarotoro it 1a only 11atural that they will •inta1n 

world~~& balancoa with tho reaorro banks in o:x.oou or their rooort'o roquir-enta. 

Thinks t ile tinanoial oc.nunity ..... s mhled tho early part ot tho year by two 

• l!l(lttora . Tho Now York banks ••• lotting their Troc.aury bi lla run ott to get 

in tunds tor oountry bank withdrawala and other neoda, and thus t he Troaaury bill 

rate wont up artitioially, but waa thought bf ~ to be r•aing in roaponao to 

natural oaueoe. Tho other Mtter waa tho tlotation on liaroh 11 by tho 

ba Jeer a tor the 11-DQII%' Philadelphia Elootrio of tlliO, OOO, OOO 3 l/2• a at 102 l/2. 

They did not go nry well at that prioo, and bankora eaw in t hia recognition or 

higher yiU da hanng anind. They were wroft6, in Abbott • o opinion - -- tho 

otteri113 did not go well boaauso it •• badly timed. Tho Ecoleo atatemant ot 

J:aroh 16 alao did harm. It •• correct and it waa oouraseoue, but badly tiloed. 

J.:r. Abbott thinks a balanced budget oouplod with open z:arkat purohaau to the 

extent of a quarter of a billion would put eTII.rything all right . Very =ob 

intoroatod in what f i nancing tho Treasury io going to do. 

O.noral lla""' c.,.. out of a ooaterence tor a tflfl aiwtea ohat , llhioh uido 

t't<11 taootiouanou, -• to tho attoot that tho froaaury -• well run, and that 

" we wore now purauing tho proper oourae, noi thor lotting tho •rltot go to , ell 

nor t ryins to roatore it t o par . kepp it up along tho .. lin ... 
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lied Boewn• Ytae tied up when I wnt in but eaid he wanted to tallc to me eo 

r aekod hila to the reoervo bank tor lW>Oh &long wit h t he ottioore or the bank. 

Be hu a old no bondo and doeo not need to b~aueo he hu a properly oonotruoted 

bond aooount and beoaueo he hao built up reeorvee and amortized hie aocount-t 

Be doeo not think the froaaury and Poderal Reserve oan keep the bondo where 

they are, t hinke they will r;o lower naturally, thinke a throe per oent yUld 1e 

ine'l'itable, and would let the bonde elide orr gradually to their natural 

lenl. fo do otherwie• h no only to attecpt to support the whole Gover r.:ment 

rar ket , but the market tor other bonds ae well, and pe rhapo the whole capital 

and money market. fhinke it more important to be thinking about keeping down 

the epirt.l of prioeo and wagu than t o be think1 Dg about tho prioe Of 

Government bondo. Be doubte t hat the banko will sel l in quantitieo any more, 

but thinko they will attempt to unload on rieee in the market, it it rhea. 

Tbinke Government ehould take 'l'igoroue aotion in otrikoo, oto. 11ondere what 

1e soing to be done about sold ooming in • 

.. Yarioty or opinion, blood partly on inherent attitude• and partly on 

peroonal interoot. llo unaminity, b.;t generally etoer a middle oourae, 

don•t l et bondo goo too tar either way. 

!lave to oatoh a train, lole.y aay more about Chioar;o later. 
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secretary of State 

'.ic .. :1·:1'16ton. 

:l ~ )., .\pril 13, 8 p . m. 

, .. , ,,, "'iu:A.SU:{Y FRO~! BUTTER'1v'tl'l! . 

In tho House of Commons thiS af .: ~ 1110"n t h e Chancellor 

of the Exchequer ·•as asked to allar 'PubliC aru<iety by 

givina ar. o1ser~nce that the Brit ish O<-ve~runent had no 

intention of t aking action to checl< the rise in commodi t: <" 
by raising the price of sterling in terms of gold in view 

of the inflationary effect it would have . Ur. Chamberlain 

replied: "It is not at p resent part of t he policy of t he 

Government to 'll!a.intaJ.n a f J.xed 'Orice for gold in terms 

of sterling. The price of gol d is one of t he factors to 

be taken into account in determininG monetary policy from 

tune to time . The Government are fUlly alive to· the 

undesirability o~ interf .r inc with the f low of busi ness 

towards recovery. • Asked whether the maintenance of cheap 

m:mey remained a rundalllental objective o f the GoveJ!1'11116nt t a 

policy the Chancellor of the Eltcbe<luer referred to an 

a newer 
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RB - 2-#212, April 13, 8 p , m, Lrom • 
London 

answer given yesterday which ia noteworthy for ita 

evasiveness: "Cheap money is not an obj~ct in itself, 

but a means adopted for securing the improvement of trade 

activity &nd employment . I am satisfied that the policy 

actuell~ ~ollowed has given a maxL~ stiaulus to ec~nomic 

recoverr ~n the United Kingdom and the Empire with a 

min:Ln• ··.t undesirable r eper cussion; I cannot ma.ke any 

sta'..f'u-e:-1; ns to the future since the mcl.scres to be t aken 

at any time wi~l depend on the cour~e or events" , 

The Chancellor was also asked whethCJr he was 

satiafietl with the 110rl(ing of the '.:l•!parnte curre'!lcy 

agreement ~t~~~n the United States, France and Great 

Britain nod wh~ther this agreement precluded any alterati~~ 

of th~ gold value of ita currency by the governments of any 

of these countries without prior conaultRtion with the other 

parties to i t . Chamberlai n replied that the answer to the 

first part of the question was in the affirmative; dealing 

with the second part he aaid: "The purpose or the agreement 

is to maintain the greatest poaaible equilibrium in a 

system of international exchange, to avoid to the fullest 

extent any dis turbance of that system ~netary action on 

the part o f any of the governments concerned, !he re 1• 

no expressed reference to the gol d value of the several 

currenci es". 

Regraded Uclassified



' 

currencie::" . 

-3- #212, April 13, 9 p . m. from 
London 

Asked if he was contemplatin3 any negotiations with 

the United States and France for an economic acreement 

coveri~ a wider field and of a more permanent nature , 

he replied : "I am not contempl atinu it ot the present 

time" . :)J.estioned further by the lender of the liberal 

oppor. · ~- · t. tilllt since it "as said \7hen the currency 

agr&<?n.:mt .... ~s entered into that the t-overnment then 

contemplated an economic agreement of a wider character 

between America, France and Britain when will the Govern­

ment ceaGe to ~ontemplate such an a~ree~ent by acting? 

l:bamberlain replied: 11<1hat I said J.S not at all incon­

sistent with that . ·:re did say at tho tl.llle the agreement 

was made ne h~ped i t might be followed by further measures 

vlith a view to lowering the restrictions in the way of 

international trade . The question I am osked now is 

whether I contemplate enterins into negotiations and to 

313 

that I re::>lY in the negative'! . Asked "how can the 

Chancellor of the ~~chequer expect that his hopes will be 

fulfilled if he is not prepared to do anythins about 1t?" 

Chamberlain replied: "I do not say I am not prepared. I 

am not contemplating it . It depends upon when circumstances 

are 
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are favorable . ~ 

-•- #212, April 131 8 p , m, from 
London 

314 

The market t ook all the gold at fixing and absorbed 

fairly larae offerings attar fixinG and in gener al showed 

signa ot •settling down• , · Arrangements have now been 

compl eted tor making Ruasia.n gold good delivery in London, 

BDIOHAll 

O~VIJ:IJn 

KLP 
CO"' , • C't.,. • 

t , I I • t t 1 

l ~ lltiHA,J<I '1"11U!•r<l 
l •• . ....:.-... ..... ~ . 
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H. r.! .Jr: 

Oper ator: 

Harrison: 

H.!.I. Jr: 

H: 

B.ll. Jr: 

8: 

H. ll .Jr: 

H: 

H.II.Jr: 

H: 

H. !.I . Jr: 

B: 

H. ll. Jr: 

B: 

H. IJ.Jr: 

H: 

R.!4 . Jr: 

B: 

H.U.Jr: 

Hello 

Governor Harrison. 

Hello 

April 14, 19.37 . 
10:.35 a . ll. 

Colly, George, I didn ' t know you' d run up a bond 
market so fast on us. 

Cosh, how do you like it? 

Terrible . 

315 

Well, I told Matty (evi dently meaning Madison) Just 
a little while ago to - ah - with these dealers 
scrambling around to get some to let them have 
some bonds •.• ..• 

Ah-ha . 

•• •• •• and I haven' t yet heard whether he has done 
so or not . 

Ah-ha . 

And one reason I ' m anxious to do it - I wanted to 
get your reaction- •••••• 

Yes 

•••• •• is this: You see we sho~ed an increase last 
week in our account of 29 million. 

Yes . 

A lot of people thought that was pretty heavY • 

Yes. 

Now t his week we haven' t bought a thing • • • •• 

Yes • 

• •• • since April 8th • • •• •• 

Yes. 
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H.M. Jr: 

H: 

H.ll.Jr: 

H: 

H.Y.Jr: 

H: 

H.ll.Jr: 

H: 

B. II .Jr: 

Ii i 

H.Y. Jr: 

li : 

B.II .Jr: 

H: 

B.Y.Jr: 

H: 

H.ll.Jr: 

H: 

H.M. Jr: 

H: 

H.II.Jr: 

- 2 -

•••• and we sold somet hing in the meantime ••••• 

Yes . 

••••• but April 8th was Thursday ••••• 
• 

Yes • 

31S 

••••• but we did buy 13 million last Wednesday and 
were delivered the next day in this stateaent week. 

I see . 

So that with what was bought on Wednesday and Thurs­
day ••• 

Yes 

••• ••• would show an i ncrease of 31 million dollars 
more than last week. 

Gosh. 

And I think that 1 s bad. 

Oh it's Just - the world will think you the most 
reckless people t hey ever knew. 

No, but I think it1 s bad to show more of an increase ••• 

Oh. 

••• •• than last week and I think as long as the market 
has been so on its dwn ever since last Thursday •• ••• 

Yes • 

• • ••• that we don' t want to give the impression that 
it 1s been artificial • • • •••• 

Ab-ba . 

.... .. tnen we canget away wittlit. 

Yes . 

So that 1t we can sell something to-day I'll ver:r clad 
ot the opportunity to do it. 

Good. Did you find out who bought the tin million 
lut Saturda;r? 
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B. l4.Jr: 

H: 

H.M. Jr: 

B: 

H.M.Jr: . 

8: 

H.ii.Jr: 

H: 

H.M.Jr: 

B: 

li.M.Jr: 

H: 

ll.ll.Jr: 

H: 

H. ll.Jr : 

H: 

H. ll.Jr: 

H: 

8.14. Jr: 

H: 

- J -

A.ll - it was a Hew York City 'bank. 

Hew York - Hew York City 'bank. 

A 'big Hew York City bank. 

Well, thnt must have 'been tile Central, wasn•t? 

And I didn't tind out wllich one it was . 

But it was a 'bank- tllst•s all that- that's good 
enough. 
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And the 'buying yesterday - all - was largely for .tile 
New York City 'banks. 

Well I 1m Just interested in what kind of buying it 
is - whether it's banks, insurance companies or where 
they are - that's all I want to know. 

Yes - well it was - it was Hew York City banks yesterday 

Good. 

Largely. 

All r ight, George . 

How - now the tiling llas run up llere to - all - l/Sth 
of a quarter of a point better ••• • • 

Yes • 

•••• than yesterday ' s close already . 

Yes . 

Now you don't see any objection to our letting some or 

these go rather than to have tllis run this way. 

Ho - no that's all r igllt . 

Because I think there ' s every advantage in it. 

As long as you Just sell on the bulges, it1s all right. 

Yea, well that's the only time we're doing it. Tile onl7 
other day we did 1t was on April lOtll wllen we had that 
very rapid rise and we llad an opportunit7 - it wea on 
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B.Y.Jr: 

H: 

B.ll. Jr: 

B: 

B. loi .Jr: 

H: 

H. Y. Jr: 

B: 

B. K.Jr: 

B: 

H.ll.Jr: 

H: 

H.II.Jr: 

B: 

B. loi .Jr: 

B: 

H.loi.Jr: 

H: 

318 

- 4 -

Saturday - we had the opportWli ty to let !our a1ll1on 
seven go to a dealer wbo had to fill an order - that ' s 
that one I was telling you about. 

Well now tell your man there he could sell soae of 
our bills and we'll keep the money and - until the 
market goes down again - we ' ve given him an order to 
sell 10-1/2 million of - of notes maturing - the 
September notes - see - and he's only sold a million 
of them, see? 

Yes . 

I ' d like to sell a million or two of those to-day if 
we could, see, and then we 111 keep the money and wait 
until we need it. 

Yes - September notes? 

Yes. 

Out of what account is that, Henry? 

Postal Savings. 

Yes . 

I want t o ------

That - that - that order is in, is it not? 

That's in- been in !or about a week. 

Yes . 

No- it ' s been in since Monday. 

Yes. 

But to - to sell those and buy 2-7/S's - well if he's 
got a good chance let him sell some of those and we ' ll 
we'll bold the cash and you can keep it there as a 
nest eu and when the aarket goes down again •• • • 

Yes. 

b eboAu - when tbe Federal Reserve aakes • •• • •• w en a om """J 

a speech . 

(Laughs) (This line completelf lost as Harrison 
croaks like a large !ros - a1apl7 can' t aake out a 
word be says) 
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H.r.t . Jr: 

II: 

B. ll.Jr: 

B: 

B. :.I .Jr: 

B: 

B.M.Jr: 

II: 

B.U.Jr : 

II : 

B. J.! .Jr: 
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Well , talk to Madison about tbat, will you? 

Yes I will - I'll talk to b1m right away. 

Well I 1 m glad it's behaving the way it is. 

319 

Well I - I agree with you though - I don• t think you 
want to see it run up too fast . 

That's all right . 

I think all the talk in tbe papers this morning-about 
the orders on econo=r i s probably what helped it . 

That ' s right. 

I was afraid that might work t he other way. (Laughs) 

No it's all right. 

But it's working all right. 

All right, George. 

All right, sir. 

Goodbye. 
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a. II . Jr: 

Operator: 

R.II.Jr: 

0: 

!i. lf.Jr: 

Harrison: 

B.li.Jr: 

B: 

H.M. Jr: 

H: 

H.ll. Jr: 

B: 

H.!l.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr : 

B: 

B. Y. Jr: 

H: 

B.K. Jr: 

Hello 

Governor Harrison 

Hello 

Go ahead 

Bello - bello . 

Yes Henry . 

AprU 1.4, 19J7 . 
11:43 a .m. 
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George, do you know what your people have been doing 
tllis morning in bonds? Have you heard? I - I don ' t 
lmow wllat t hey 're doing . 

'Nell I - I - I 

I mean the volume - whether they sold - or how much 
or anything. 

Oh well we - we disposed of four million of the 
2-J/4' s 51-54 to - at a point - ab - nine points above 
last night ' s close ••• • •• 

Yes • 

.. ... and that ' s all we ' ve done. 

You•ve done four million. 

Yes. 

At nine points above l ast night's close. 

Yes . 

\Vell tbat•s all I wanted to know . 

Ah - last night - yesterday afternoon on Treasury 
bills we did sose things you might be interested i n . 

Yes . 
Ot the J9 sillion o! Treasury bills bid tor in ... 
York on •onday • • ••• • 

Yes . 
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!l.M. Jr: 

H: 
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•• •• •• JO llli.llion were awarded to dealers. 

Yes . 

321 

Now of that JO million we took five million against 
our maturity • • •• • 

Yes. 

•.•• • and also an additional 16 million • •• •• 

!l . :I. Jr: Yes. 

ll: 

a . LI .Jr: 

8: 

ll .M. Jr: 

8: 

H.Y.Jr: 

H: 

H. !oi . Jr: 

H: 

H.M.Jr: 

ll: 

H .. M. Jr: 

H: 

H.ll. Jr: 

••••• of the nine months bill • •••• 

Yes. 

••• • against shorter bills on 

Yes. 

We do that because there's apparently no demand for the 
new nine months bill by either banks or others ••• • 

Yea. 

• • •• and it enabled us to clean out the dealers of the 
bills that were sticking and give them the shorter bills 
that they could move. 

Ah-ha. 

So that that bill market thing is much better. Last 
night the - ah - all the dealers together had only 
20 millions of bills and some of that is a fixed 
investment in bills by the Discount Corporation which 
they use as collateral for loans . 

I see . 

So that we really cleaned up the bill thing pretty well 
by taking over the nine months bill. I mention that 
because for some same reason - two or three weeks ago -
you know -

Yes. 

- There wasn't much difference on the r ates between 
the sbort and the l ong bill. 

:.: ... 
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H. :.I.Jr: 
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But apparently - ah - the dealers have been talking 
to me lately end - ah - from all the fac ts that I 
can gather the nine months bill doesn't move very 
well and the short bills are moving easily and a t 

prices. 

They are doing what? 

They are moving very easily and at higher and higher 
prices . 

I see. 7/ell, we ' re tb1nking of announcing - ah -
for Yonday t hat we ' re going to start· - ah- selling 
another 50 million into September . 

.~ ell I think that that' s important to do whether you 
do it this week or the next week - I don• t knoN. 

Well -

I should think it would be all right this week. 

You do . Well I mean - it would be for next Monday . 

Yes. That's what I mean. 

Yes, you think it would be all right . 

I think the only thing they don't like is the nine 
months bill and I really believe that if th1s thing 
continues now . .••• 

Yes • 

• • • • • and it m.ight continue after th.is increased 
reserve requirements becomes effective • • ••• 

Yes • 

•• •• you might have to give another study to the ques­
tion of the nine months bill, Henry . 

But - ah - not this week. 

Well - they - they - they ' re no~ going well . 

Tbey 1 re not. 
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No, they ' re not at all and, for instance, I just got 
a pencil me1110randwa that came in last nigb.t and it 
only confirmed wb.at Mills, of tb.e Discount Corporation, 
told me on llonday that they just couldn' t get buyers 
for tb.e nine months bills. As to why they don' t know 
and I asked him wuv. He said, well they want short 
bills and I said, "Well hell just two weeks ago ~ey 
gave the rates pretty near the sSGie on both of tb.em . " 
I said, "How can we guess you fellows?" He said, 
"Well, tb.at was true," he said, "but suddenly sometb.ing 
b.ad turned and they want t he short bill - not the long 
one ." 

Well do you think there's any reason why we can' t offer 
on Wonday 50 million of nine and 50 million into Septem-
ber? 

I think you ' ll b.ave some trouble with your nine as I 
see it to-day but I •••• •• 

Well do you- do you think it's a mistake to do it? 

I think you run - I ' d like to go into this a little 
more because I haven ' t talked to dealers myself this 
morning- let me talk to Sproul who did •• ••• 

Yes • 

•• •• and then I'll call you back. 

Could you c all me back •• • •• 

Yes • 

•• ••• • by -before 12:)0. 

Yes, I'll do tb.at right away . 

Please. 

All right, sir. 

Well , of course, we ' ve got to GISke up our mind to-day . 

Yes, I know and I - it ' s fUilDY I was Just talking to 
Eccles about it when you called me now. 

Ah-b.a . 
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But I 1ll - I ' ll look into it again and see what these 
dealer fellows said this morning and see if I ' ve got 
anything new on it and then I 1ll call you back. Cer­
tainly 1f you do any additional ones they should be in 
September . 

You mean - well - you mean over and a bove the 50? 

Yes. 

Yes, but . . .. . 

And - ah - if you did only 50 and put it all in Septem­
ber I think it would go best. 

Well we need more money; that ' s the point. 

Yes. 

I mean if this thing won' t go we'll have to get out a 
regular issue . 

Yes, well let me - let me call you back, Henry. 

Because I mean (laughs) I 1m not going to let Hew York 
run this market - I mean these dealers - I mean four 
or five dealers will run the whole government - I ' m 
not going to let them do it. 

Well I don' t think that's quite the way to put it 
because what those fellows are doing - they'll - they ' ll 
b~ anything they can sell - they're - they're traders. 

Well -

And if they can sell the bills they• ll - they ' ll b~ 
them. 

Well the rate - the nine months bill ought to sell. 
We haven' t - we don•t try to control the rate they 
bid for them. 
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Well, of course , you know I - I made a speech to 
you once, when we were discussing this question of 
the nine months bill and reducing the total aggre­
gate of bills, advoca t ing reducing it beginning by 
reducing it to six months • • •••• 

Xes . 

•••• and the reason that I gave tnem, and I still feel 
is true, that when you get a more normal money market 
where excess reserves are down around - getting around 
to ze~ again some day - the nine months bill won' t be 
a popular bill; it never has been; it doesn't work 
in England and tney had to stop it End the market usage 
on short money - short funds - temporary funds has 
always been a ninety day bill. And then we went 
tnrough a peri od of very exceptional times of huge 
excess reserves and they would buy anything and your 
nine months bill went very well. Now you're getting 
back to that - we' ll call it the pre-war time - when 
you haven ' t got t hat same pressure to buy anything and 
they ' re becoming more discri.minat1ng and, therefore, 
they want t o do what ' s the usual thing, banking easy 
and putting surplus funds in ninety day stuff. I don' t 
think it ' s unusual and I don' t think it ' s anything to 
be wondered at. It ' s a thing I really believe that 
you•ll have to study all over again in the light of 

new conditions. 

Well now, do you suppose between now and 12: JO you can 

find out something and let me know? 

(Laughs) \Vell I ' ll do my best . I've got a better 

chance if I don ' t talk too long to you now. 

Well that suits me. 

(Laughs) All right . 

All r 1ght. 

Goodbye. 
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WELTING RE OPEN MARKET OPERATIONS April 14, 19.37 
12:00 !loon 

Present: 

H. II.Jr: 

Eccles: 

H. r.I . Jr: 

Eccles: 

H. » . Jr: 

t:ccles: 

B. loi.Jr: 

Bell: 

H.W. Jr : 

Kr. Taylor 
llr. Bell 
llr . Haas 
llr . Eccles 
Kr . Goldenweiser 

I ' m not going to tell him (Governor Harrison) not to 

sell. He tells me a few minutes ago we can't sell 

any more nine months stuff . I think it' s Just ••• 

Be t old me that. I said , "Well, hell, George , last 

week they didn ' t want any short term stuff; all they 

wanted was long term. Now this week they want the 

opposite . " I said, "I can' t understand the thing . " 

Well , I 1m not running this thing, but they do so much 

swapping and sWitching and this business and that 

business, _and they fixed it now so we can•t sell a 

nine months . So I said, "You' re telling me that the 

five New York dealers tell you to tell me I can' t 

sell a nine months?" "That ' s what it amounts to . " 

Now, if we•re going to sit here and let five dealers 

tell us how to run this thing, all r ight, but it ' s 

Just •• • • It' s all right; i t was all right up to six 

weeks now . But i f I •m - Mills and t he Discount can 

call up George Harrison and say it can' t be done, and 

that answers it . 

I don•t understand ••• 

Why the hell, if the market goes up an eighth on the 

statement we ' re going t o cut eXPenses, should George 

Harrison immediately dump a bunch of bonds? What are 

they trying to do? 

I suppose he didn't want the market to go up too fast . 

Well, f or Christ ' s sake ••••• 

Ought to wor k both ways. 

• • • it' s gone down five or six points. 
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Wny in Christ ' s name should five million in bonds 

make the difference of showing a change or policy 

in the Federal Reserve Board? 
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It won't make any difference, because the statement 

won't show it. 

~xcept tha t they are sellers in the market. 

No, the statement comes out today and the statement 

today will show an increase of about 30 million over 

last week:. Now, t hey can' t reduce - they can' t show 

on the statement any reduction from statement date to 

statement date. Between statement dates, of course, 

they have always shown shifting, but they can show no 

reduction. Now, t he statement last week showed an 

increase of 29 million; this week it will show an 

increase of 60 some odd million, so that there will 

be no decrease at all. Next week the statement can1 t 

show less than i t does this week. 

But the dealers know. 

There are five dealers 1n New York running the whole 

Government bond market right now, and it' s not being 

done by the Federal Reserve or the Open Market. 

Well, of course, the market, as I understand, is 

pretty strong this morning. He said there was -
I talked to George and he said there was r eally a 

dearth or scarcity of bonds. 

(Secretary has conversation with Governor 
Harri'Son res:orded on dictaDhone at 12:05) 
Tronscr1~t or oonversat1on r ollows ~h)Ls ~ige) 

What does it look like, Dan? If we start getting the 

extra fifty now and raised 300 million for six weeks -

I mean when would that end? 

That would be beginning the 21st. 

or what? 

This month. 

No . 

Yea . 
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H, J4.Jr: Bello 

April 14, 1937. 
12105 p. m. 

Operator : Governor Harrison calling . 

liM Jr: 

0: 

Thank you 

Go ahead 

HarriSon: Bello 

a .K.Jr: Bello 

R: Well Henry I've just made a qui ck conference with 
the men here i n the bank; I haven't gone outside at 
all . 

H.U.J r : Yes. 

H: And they say that the f acts remain, as I told you, 
that the nine months is - ah - is sticlq. 
There is some damand for the shorter bills . 

H. I.! .Jr : Yes , 

R: Madison's guess i s that the nine months bills- ah­
this next week might go for around 70 to 75 - at 
least higher than last time •••••••• 

H.W.Jr : Yes. how 
H: But, of course, I don't know exactly/pressing your 

needs are and bow much or how r apidly you need the 
funds but my suggestion would be if you could afford 
it I'd go only 50 millions this week and I'd make 
them the September bills. 

R.U.Jr1 No, I won' t do that. 

!I : And - well then the - ah - ah - ah - the six 110ntha 
bills - I mean the nine months bills will go but 
they'll probably go at a little higher price because 
they've become unpopular. A lot of banks bne been 

talking about it and ther - apparently What ' s _.ppen­
ing is this - that ther are preterring to go into your 
shorter notes or s~ of your notea - - at l-1/& we'll 
say. 

H.U.Jr : Iea . 

Regraded Uclassified



• 

I 

- 2 -
329 

!UI.Jr : 

R: 

R. II.Jr: 

R: 

[l .M.Jr: 

H: 

ll . lt .Jr : 

Then to take a nine months bill at 70. 

\Vell I ' ve - I ' ve adjusted Dcy'Self, since last November 
with the Federal-BA3$ive so they could get ready and 
do this increasealrequirements . I let DIY balances 
go down from a bi llion to around five - six hundred 
million. I ' m through adjusting Dcy'Self to the Federal 
Reserve; I 1m going to run the Treasury the way I 
always ran it. 

Yes? Well I•m not asking you to adjust yourself 
to the Feder al Reserve. 

No, well I tm not going to • 

Ylell Itm not suggesting that. 

No, but I mean this suggestion that I - I should not 
take a hundr ed million next week when we need it. 

No, now wait a minute - ah - you asked me a few minutes 
ago to call you back as to what mY advi ce was . 

Yes. 
And I sai d, w1 thout !mowing what your requirements were, 
I think the best thing would be 50 •• •• •• • 

Yes . 

H: • ••• • but i f you need mor e then I say you'll . . 
have to pay probably around 75 for your nine months 
bills . 

H.M.J r : Well -

B: Now that ' s just a guess - we may be all wrong . 

H, ll ,Jr: Yes. 

H: But I ' m not - I ' m not - I'm not urging you - ah - not 
to do - r ai se the money that you need at all. I don't 
lmow that. 

R. M.Jr: Well we need it. 
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H: •1ell then if you need it then I think that your 
lline months bill will - IYill go but it will go 
at a little higner price than it did this last 
week. 

H. Y.Jr: Yes, well the main thing i s that it goes. 

H: Yes. 

a. r& .Jr: "h - for the time being - I mean the rate thing 
is out of my hand- I can' t control and never •••• •• • 

H: You wouldn' t consider a six months bill there . 

H.Y.Jr: Well I don't think- I don't - we1d have to take 
three or four days or a week to think it over ••• ••• • • 

H: Ab-ba. 

R.U,J r: • •••• and before we ' d make a move like that I ' d ask 
Eccles to bring down the Open Market Committee. 

H: Yes. Well. I really think t hat that would be a good 
thing to do pretty soon anyway. 

H.M.Jr : Well I tm perfectly willing to talk about it but between 
now and 5 o t clock we've got to get our wir es out •• •• •• 

H: Yes . 

H.Y. J r: ••• •• and the first that I knew that these nine months 
were sticq was when I talked to you about twenty 
minutes ago . I mean I d1dn•t know that they were 
sticky - to-day is Wednesday- I di dn't know anything 
about it ...... . 

H: Yes . 

H.U.Jr : ..... and Itm not going to change my policy in an 
hour . I mean I want to give it careful consideration 
and i .f we ' re going to have trouble with bills maybe 
l td coae out with a~ar b.Ue. · . 

H: 

H.II.Jrz 

Yes , but we don't haTe to do that . 

Well I mean I'm (laughs) I!• - I•a - fro• now in I tm 
going to take the money I need and I 1m going to go back 
and be coatortable. I 1• not going t o be worring about 
week to week whether I can raise 50 million or a hundred 
million dollars. I mean I should have let the balances 
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go dolfll; I di d. i t to help out and I •m not going to 
do i t again. 

.. 
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H: Yes . 

:l . U. Jr: 

ll : 

B. M.J r: 

R: 

fl. ld. Jr : 

H: 

B. ld. Jr : 

B: 

H. LI . Jr : 

H: 

H. M. Jr: 

H: 

H.U.Jr: 

H: 

I mean from now on I •m going to • •• •• •• 

Well don't - don' t misunderstand me now I •m not asking 
you to do anything; you asked me what I thought about i t . 

I know but I mean I made a mistake and I realize it 
now. I mean I always had enough mone{ so I d.idn 1 t 
have to finance for three months and 1m going to 
put the Treasury back in that position so that we ' re 
money easy. 

Yes. 

And it' s tbe first time I ' ve ever gotten myself where­
so that I ' ve got to move and move - ah - due to the 
conditions i .n New York and I •m going t o get myself out 
of that position . 

Ah-ba. 

An.d ••• • • 

Well I think - you - you can tell them that you -
that you'll 1>r obably have to pay 110r e . 

Well that ' s - I' ll -I ' ll pay whatever I have to. 

Yes . 

and if it' s 75 i t's 75. 

But I do - I do think it' s worth a review again 
sometime. 
I think we ought to - I•m going to ask Eccl es ~ he ' ll 
get his cr owd together next Tuesday or Wednesday. 

Yes I t hink that would be a good idea just stating 
the ' new set of circumstances wblh )'OU 

1 ve got Kay one 
out of the way. 
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H.li .Jr: .Ul r1ght', George, 

HI All r1ght, Henry, 

H. li.Jr: Thank you. 

H: All right. 
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Ob, you mean startinc. 

Yes . 

Yes, run six weeks. 

That would run it to the end of Yay . 

Would you clean up in Kay? 

Yes, we ' d clean up in Kay. 

You want to count? 

.. 
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Well, you got two the 21st and the 28th in April, a nd 

four in llay. 

And we ' d be out • • •• 

Yes, before the first of June. That would be your 

September three hundred maturing . 

I mean do you th.ink on anbour 1 s notice that I should • ••• 

I would.n 1 t change it. George talked to me just before 

I came over here, in fact Just before you talked to 

him, and be said that the long term bills were not 

moving. I said, "What in tbe name of God • •• • ?" I 

said, "Last week it was tbe short that wouldn ' t move . • 

•Now,• I said, •this week they want the short and they 

don't want the long . • I said, "Tbey 1ve got excess 

reserve~ of nearly a billion and a half, and with the 

increased reserves going into effect, they1 11 have 

between seven and eight hundred million of excess 

reserves.• I said, "low, your bond market is strong, 

your note market is strong, and the long term bill 

aarket is weak, Just because they ' ve got - they ' re 

issuing long term bills.• I 111 be damned; I can' t 

understand it. 

Did the System unload a lot of bills? 

Jo, they bought bills. What they did - you see, ther 

bad five million of their bills uturing, so they took 

five million to replace those. Tbe dealers took 

thirty aillion bills and they took that five aillion. 

And then they let some abort bills, because tbey were 

Regraded Uclassified



Taylor: 

Eccles: 

Bell: 

Eccles: 

ILl.!. Jr: 

Heas: 

• 

334 

- 4 -

in demand - they had some of last week ' s short 

bills , see, and they were in strong demand, so 

they switched; they exchanged some of those short 

bills for the nine months bills that were put out, 

so a s to clear the market of the nine months bills 

because they wanted the short bills and we ' d Just ~s 

soon have the long bills . We took, I think, about 

15 million of the long bills . 

Did you pay them a profit on it? 

Well , I don't know, Wayne . It would be very small 

i f it " as; it would be Just a - the f raction, of 

course . That damn bill prevented us from taking 

them direct and we ' ve got to take them through the 

dealers. But I ' m sure we wouldn't pay more than 

Just a fraction to what we usually pay on any of 

those transactions . 

You bought them at the market price . 

Well, but the market on them was at about the offer­

i ng price. I don ' t think they ' d gone off. They were 

Jus t holding them. The dealers, you see, had the 

bills a.nd they were holding the bills at what they 

bad bought them tor; they weren't selling them at a 

discount . Now the dealers are pretty well cleaned up 

of bills. 

Ob sure, they a lways take care of them down there. 

I mean they're more interested in ta.king care of the 

dealers than in t aking care of us. Air! time the 

dealers have got a little load, all tbey 1 ve got to 

do is call up Harrison and he 'll take off what they ' ve 

got. They always know they can go dump them. But 

when it comes to helping out ••• I mean those five 

concerns, they ' ve just - when things are bad they 

Just can dictate and write the ticket. 

It seems to me that - and I thought this was the way 

they were going to operate, take this open market 

operation - I may be wrong on this, but it seems to 

me t hat they have no effect in improving this marke t 

at all unless they increase excess reser ves . Using 

the ope.n market operations, buying and selling, Juat 

to peg, I think, rather tbon strengthening might 

weaken the situation. And if their objective wes to 

put some more excess reserves in - I thought that 
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was it, and you wanted to change the underlying 

situation. 

There were fLo reasons, George. One was the psy­

chology of the thing - that out through the banks, 

a lot of banks, little fellows that simply just 

figured there wasn' t any market , and they were 

subjected to the propaganda of these dealers and 

f ellows that were left to run the market. So that 

the psychology of the announcement that the Reserve 

Syste.m was going to do that without question t ended 

to have an influence. · 

I think that was good. But then, you watch it operate 

and see it operate. For ins t ance, your objective was 

to increase )00 or 500 million excess reserves. See 

a day When the market - the bottom just drops out, and 

you buy some bonds; and then, when the market stiffens 

up a little, they sell. The psychology that would 

create is terrific . 

Of course, you don't want a market to go up too fast 

so that others start selling . I mean you don ' t - for 

instance, if the market goes up a half or three 

quart ers of a point here and there are practically 

no offerings, there of course is a danger of a lot 

of others who have got a profi t in the bonds starti.ng 

to sell. You don•t want t hem to break it either . 

But what ' s-his-name won ' t give them a chance. Let 

me ask you what is your position today . How much 

have you increased your portfolio? Do you know? 

Yes, about - yesterday it was around 69 mi llion. 

Net? 

Yes . 

I would have sworn before the thing was started that 

if that ' s the way it was to be done, it wouldn't have 

any eff ect at all. 

or course, it has had an effect, George, because your 

market today is more than a point above where i t was 

and i t ' s s trong. There ' s more buyers. The market 1s 
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ver y order ly, and the selling i s practically dried 

up. Now, you take - before we acted there was Just 

selling all over the lot, with no takers . The whole 

market was Just in a state of hysteria almost.· Now, 

today the psychology bas c0111pletely changed, and 

there ' s more bids in the market for securities by 

far than there are sellers. They are Just practically -

selling bas dried up, has completely dri ed up. So 

that the market is in an excellent condition at the 

moment so far os confidence in Government bonds. 

It's entirely changed, and it is extremely order ly. 

And I think it would be bad if it went up too fast , 

because it would Just mean a reaction again, and you 

don ' t want that . I ' d sooner see the market work up 

slowly back and forth , but on the upside right along, 

than to see it go up and then get the darn thi.ng 

started down again. 

No argument about that. 

It ' s in good shape at the present time. Don't you 

think it is, Wayne? 

Well, I don ' t get this play of selling out bonds at 

this point, frankly . I mean if there is a demand 

for bonds, why, let' s f i nd out. 

Now, as I understand - I t alked to Harrison; he 

called me up before he did you - the first I knew 

of what had been done . Be said that the market had 

gone up in this particular issue more than half a 

point above last night's close, and last night's 

close was - I don ' t know - seven or eight thirty­

s econds above the opening ; so that it was about a 

three quarters of a point rise ; 

From what , from yesterday? 

Yes, from yesterday ' s opening - about three quarters 

of a point up . And that this particular issue - that 

there were Just no bonds in the market, that they 

couldn' t find aey . 

lfow, what I - what these boys are getting at 1s this. 

Let' s say that the market for the next ten days con­

t inues to rise. Ar e you goi ng to let these New York 

fellows sell off the 69 million end get it right 

back to the position or the por t f olio, where it was 

before, or do you want another couple hUDdred million 
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in there? That's what we're interested in. We ' re 
not - I've told Geor ge Harrison - I•a on record. 
Be told me be sold !iva million when the market 
went up on Saturday. I have no objections to that 
if there is a real shortage, a technical shortage 
in the market. It ' s all right - I mean tor him to 
supply a few to take care of it. 

But the whole argument and the thing that I thought 
we ·were all arguing was - the reason that you were 
talking to us about putting more gold back was that 
we felt that five hundred million dollars wasn' t 
enough of excess r eser•es, and that you wanted a 
couple hundred mill ion more . 

That's r ight . 

Now, the way he's going, knowing that he ' s opposed 
to what we're doing, we feel here if he gets the 
opportunity he ' ll sell the 69 million and get right 
back to where he was before. 

No, that is not permitted. 

He1s not permitted to do that . 

How much can he sell? 

He can't sell aey . For instance, when this statement 
will be out today - now, he can't reduce that amount 
at all. 

You mean if it shows 69 million •••• 

That's right, he can•t reduce it . In other words, 
we freeze it each w aek. 

Can' t reduce from one statement to the next. 

Well, that ' s what we ' re thinking about here, aren't 
we? 

Well, partly . 
Well, say your (Taylor ) piece . Say what you said to 

me. 
Well, I think that this selling when it goes up a 
half point is Ju.st God dUD roolisb. When it dropped 
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over a point in one day, that was supposed to be 

an orderly market. 

Bo , it wasn' t orderly . 

Well, it was what we were ta l king in terms ot. 

Ot course, when they went down on Thursday they 

bought about 30 mill i on on the way down. 

Fine, add to your portfolio . 

338 

Now, on the way up I ' m not tor sel ling except where 

you get a condition t hat an order can' t be filled. 

Well look, Marriner, let it go and they ' ll switch 

to another bond. That ' s just exactly what you want . 

Your idea is that no matter how strong, how fast a 

particular issue - how fast the bond market goes up, 

that you ought to go up even if it reacts again. 

I mean t hi s business of an individual issue - t hey 

always even out. If one of them goes out of line, 

switch to another year. 

That ' s how the whole list goes up, Marriner. 

Of course , I don' t want to reduce the portfolio at 

all, and as a matter of t act I would ],ike to see t he 

portfolio, if the market shows any weakness a t all, 

increa sed; that was tbe intent of the open market 

operation. 

.. 

Bow, when May first comes, then I think it's going to 

be a lot easier to decide where we are, because every­

body will know then what their position i s. Today 

the banks up there don ' t know how much balances 

they're going to lose, and when that is settled then 

I think we can sit down end determine whether or not 

we need more reserves in the picture, whether or not 

the si t uation is such as to warrant a sati sf actory 

basis of financing . That ' s all I ask for, and if 

at that tt.e the s ituation isn' t sutficientlyeasy 

to carry out whatever Government financing is necea­

sar y , then either the Resene Systea should increaae 
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its portfolio or the Treasury should - an arrange­
ment should be made where they may deposit some 
gold in the System. Now, all I ask for is that 
we get over to the Way first period, and then we 
can - our judgment will be much more accurate . 

Well , this is, a s I say , in the room here , and we 
want you to know - I mean the shock I got this 
morni~ was the idea of George telling me that I 
couldn t sell any nine months bills. That ' s prac­
tica~ly what be told me. 

Now, I want to ask you, is it ngreeable to you that 
we go ahead and offer 50 million nine months and 50 
million into September on Monday? 

Yes, I don ' t see that you cnn do anything else. I 
don' t think that - I am certainly not in a position 
to say to ~ou that you should adopt some other program 
a t this stage. I think 1t would be 8 mistake to sbi.tt 
from your usual program of a turnover of a nine months 
bill, except in rela tionship to 8 whole program. 

Now, will you bring your boys, the Executive Committee, 
down next Tuesday and let's talk about it? 

All right. Let ' s see, Tuesday? 

Is that all right? 

That will be several days before the offering the 
following week. 

Wednesday. 

l'lhen do you send the wires out, Wednesday night? 

Yes . 

So what you'd do today is offer •• •• 

• • • for llonday. 

Next Tuesday, if you came and met, then we ' d have 
for the ••• 
For the 28th - in payment for the 28th; your bids 
have coae in on the 26th. 
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As Wayne says , 1! you ' ve got a pistol at your head 
and decide • ••• 

Well , Tuesday - make it llonday it you want. 

No, by Tuesday we ' ll have the result of llonday •s, 
and by Tuesday we 1ll have the Preside.nt 1 s budget 
mesaage . 

When do you want, Tuesday morning or afternoon? 

Well, would you want to meet in the morning and 
come over here at, say, three o'clock Tuesday 
afternoon? 

You mean you want us to meet with you at three? 

If you would. 

All right, that'll be fine. 

That will be after the close of the market and 
that will be after the budget message is out. 
We ' ll have a day ' s experience, the whole picture; 
the budget message will be out. And if you do a 
little work on it, Oeor6e - maybe Dr. Ooldenweiser 
do a little work - you ~Bell) might have something. 
'Ne ' ll take a look at it . · 

But I ' m not going to have Jew York tell me tha t 1n 
one hour I've got to stop this thing. I'm not go in& 
to stand f or it. I mean I'm perfectly willing to 
sit down and talk things over and think it through. 
But to suddenly say I can' t - and then he changed and 
said I can sell it at three quarters . 

I say why in the hell can't • •• • 

Supposing we paid one percent. 

One pe.rcent is too bigb. 

!lo, but I just say at a price in order to go . 

Don' t worry about not being able to sell it. All tber 
want i s a little bigber price. 

He never told me • •• • 
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No, but that's whet it is; I know it . What they 
want is .75 . What they want is three quarters, 
and I don't think there i s the slightest question 
but what they'll sell a nine months bill at three 
quarters . I•ve contended that I thought three 
quarters was a little too high, that it ought to 
be around ,65 . 

Wel l, they ' ll sell them to you at .65. 

That ' s what I figure thet they ought to be . But 
the question of one i ssue - it isn' t very important. 
But I do reel that ••• 

'hllt you can't tell. After all, t hese fellows 
aren t going t o bid either; t hey 'll have the 
President' s budget message on llonday. 

When will his message go up, llonday or Tuesday? 

I think, if we are lucky, Monday noon. 

Uh-huh. 

Is that right? 

llonday, 12 o' clock, i t ought to go . Now, these 
bids have to be in by 2 o 1clock llonday . 

That's all right . 

Well, i! his message goes up 1n the morning, it will 
still maybe have an influence on the bidding. 

One week - I don't want t o be on a week-to-week basis . 
I mean if I have to, supposing it's three quarters of 
a percent for one time. That isn't going to kill us. 
I mean I wouldn 't want to - I'd hate to do it perma-
nently . 
But I mean it would be good all around to have you all 
don. 
If we can mark time to llsy f irst, then we 
down and program the thing, because we'll 
every bank will knOW exactly where it is. 

can sit 
knOW and 

Today 
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they - naturally there is a certain amount of 
guessing on it. 

It looks as though excess reserves were going to 
be rather larger than we expected anyway, because 
currency isn't going out ns much. 

What do you think it will be? 

~ight be 750 million. 

In the meantime, there 's no capital market. 

Marriner, this appearing on two sides of that market 
a t t he prese.nt time - I mean it 1s not called tor . 
In the first place, you 've got to get s trength in 
your Government market before you ' re going to have 
strength enough in your corporate market so they can 
resume refunding . 

That's right. The Government market is out of line 
now with the corporate market . 

And :you' ve got tog et over the shell-shock that the 
market bad . The only way :you c an get it over with 
is to have a reasonably strong Government market 
for a little while here. 

Well , you' ve got - the market is wai ti.ng for the 
President's message t oo. 

Well , it' s anticipa ting that it1s going to be a good 
message . 

His statement yesterday was the thing that helped 
to influence the market this morning. His attitude 
in telling everybody to cut expenses was reflected 
on that thing immediatel y . 

or course, you can neutralize it all, though, if they 
sell. 
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April 14, 1~7 

To: Beoreta~ Korgenthau 

rroa: Dr. Burseu 

'l'reuu~ bonde ehowed opell1J16 pine or up to l/4 ot a 

pol..nt , and ae1de troa a brtet reaction in the aiddle or the 

tore.noon the aarltet tended higher aoet ot the day on aha­

able 'YOlume. Treuuey bonds cloud appro.x111ately at their 

highs, generallY 1/8 to :S/8ths abon yeaterday. Ga1ne in 

the guaranteed liet ranged eo~~ewhat •aller. Bo&M turnonr 

ot Treuuey and guaranteed bonde wae $.5,847, 000 coapared with 

$1,4:12,000 ,Jeeterday. 'l'he note aarltet •• til'll all da.J and 

cloe1Jig quotation• showed ga1ne ot troa 1/:52 to 8/:52. 

Domutic bonds were h1gher and qU1te acthe at the open-

1J161 pricu adYanoing turther during the t orenoon. At the 

close &he aarket •• 1118htl.J ott troa ih h1ghe. Ga1ne 1.n 

eeoond grade bonde anraged about 1 pol..nt; high grade bonde 

were up on the de.)' about l/2 point. 

Foreign bondl were quiet and etead.J. Japanue 1uuu 

ehowed traot1onal louu; PolUh bonde were tnot1onall,y 

better. 

Bold todaY t:s,ooo,ooo 3 l/4/f. 'l'reuuey notu du 

Bepteaber 15 tor aooount ot the Postal 8aY1Jige B.J•tea. 
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a.M.Jr: Row are you? 

Alfred A. 
Cohn : Fine , t hank you, and you? 

April 14, 1937. 
12144 p.m. 
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R.Y.Jr : I tm pr et ty wel l . I wondered if you could do something 
for me - ah - personally - hello 

C: Yes indeed. 

H. LI .J r: Ah - I'm thinking confidentially of taldng my family 
to Hawaii t he end of July ahd staying there for the 
month of August . Now I noti ce that one week they 
sail from Los Angel es - another week they sail from 
San Francisco - the Watson Line . 

C: Yes . 
R.M.Jr: Do you know the people on the Matson Lines? 

C: Yes very well . 

R.M.Jr : You do . Well I wonder if you could t alk to them 
and tell t hem confidentiall y it' s for me -hello 

C: Yes. 
H. LI .Jr : And that I ' d like to have reservations tor the end 

of July for - to go to Bawaii , stay there a month 
and then come back, you see? 

C: Well you' d want t o go on the Lurline, wouldn' t you? 

R. LI .Jr: Well i sn ' t that the Mat son Line? 

C: Yes, they have the Lurline and the Yalola that run 
to Honolulu. 

Jl . t£.Jr: Yes. 
C: The Lurline is the better ship of t he two •• • •••• • 

B.U.Jr: Well I don' t knoW just when •• • •• 

C: ••• • •• and that sails frora her e. 
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H.U.Jr : pardon me? 

C: And that sails from here . 

H,M.Jr : Yes well I ' ve got the thing in front of me. She goes-
the LoUne goes July 23d. 

C: Yes. 

R.W.J r: That would be just about when we want to go. 

C: Ah-ha. 

R.U.J r : And - ah - ah - let1 s see - July 23d - is that the best 
boat? 

C: That i s by far the best . 

• 

H.M.J r: Well now letts see - it we went on July 23d and theLur~l~ne 
leaves - ah - there August 28th that would be just about 
right - leaving Honolulu on August 26t h . 

C: Yes . 

R.U.Jr: You see? That would be just about right. 

C: That would be just right. 

H.U,J r: Leaving, say, on the 23d from Los Angeles - does she 
go up to San Francisco then or not? 

C: No I think t hat sails direct from here. 

B .~ . Jr : Ah-ha - well you could look it up. 

C: Yes but I t:n sure of that. 

H.M.Jr: Yes that would - and then leaving - ab - ah - Honolulu 
on the 24th - on the 28th. 

C: Yes. 

n. Jl .Jr t The Loline - is that the best boat? 
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C: Ob it1 s (fade out for about two l ines) 

R.U.Jr : So I suppose wetd need three cabins - hello 

C: Yes. 

H. !.I . J r: Now would you - could you find out f or me and tell 
them I - I don ' t want - I want to keep it a secret 
because I don ' t know yet whether I can go or not , see? 
Would you mind handling i t for me? 

C: My dear, wbat sort or an acco1111110dati on would you want? 

H. J.I .Jr: Well I want the best they've got. 

C: Yes. 

H,U.J r: I mean Itm going oersonally - I mean I 1m - t he government ' s 
not paying it - Ilm paying i t . 

C: Yes . 

H. u.Jr : So I ' d l i ke whatever they' ve got. 

C: Well I tll tell you - I'll get on that right away- because 
I know they- 're pret t y- well booked up all summer. 

H. loi . J r: Ab-ba. 

C: And I ' ll l et y-ou lm.ow • 

H.Y.J r: Ah - you send me a letter air mail • . 
C: I tll do that. l tll let you know sometime to-day-. 

H. Y.J r: 

C: 

B. M.Jr a 

What do y-ou do - well I ' ll leave it to y-ou and i f you'd 
send me a letter air mail - I mean 

What is it? Is it your wife and •• •• • 

JCy wife - ah - I have two boys - rq daughter - she most 
likely will have a companion, you see? 

C: I see. Well it's just y-our family then. 
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R.N.Jr: It ' s - ob yes, just~ family. 

C: Ah-ha . Then you' d want accomodations for yourself 
and wife and two boys and a girl and a companion fir 
the girl. 

B. IA .. Tr t That ' s right . 

C: Well I think we can fix that up. 

• 
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s . u.J r: And, as I say, I don' t know - well you talk to them 
and see what they've got and then 1f they'd mark be 
accommodations on a- on a map of the steamer, you see • ••• 

C: Yes. 

R. Lt .J r: 

C: 

B, M.J r: 

C: 

R. !.! ,J r: 

C: 

R. ll. J r: 

C: 

B. M. Jr: 

•• ••••• and- ab- send it to me. 

Yes, I ' ll get that for you, Kr. s ecretary. 

Well then we ' d sail from Los Angeles? 

Yes. 

I t d appreciate it. 

I tll get after it right away. 

How is everythi.ng else? 

Oh fine, thank you, we•re doing a terrific business 
out here. · 

Good. I knew you wouldn' t mind doing it for me. 

C: Ob not at all. It• s a pleasure to do it. 

H.Ll.Jr: Thank you. 

C: All right , goodbye . 
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fber. la '"1'7 p.at cUMdi~ioa wUb \he Iapre• Cout propol&l, u 
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&nd oeet, wUil ebich be la uaall7 ,....'ble to awn alee a l1'1'111c, !bare are .oi ao 
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be al lowed to aiarw. non 1e a.,.~ wide~ fMl liiC thai ibe ProaUni 11M 
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l!.D to '" tewer ot \baa, aD4 t;e t \he t-preedoD t11a t all lalhlDCtoD 11 

Jitter, 1114 that no o• ltDOw WQi\e wb&t to 4o or quite wbat he 11 4o1DC. IT 

e\ate•Dh tile7 ,.... repor\84 qGD\ationa ci:Da attr1bQ\e4 o\ate.Dtl b7 !rea....,. 

ott1clala aD4 JleMrft ottllolala. So• wcceat \bet \hera be no ...oh t.h1Jip u 

pre" coafarancea or praao a\ate-te. .Lt the - \t.. the7 pra1M ftr)' ~7 

\he lardl 16 atate••t ot Jloolaa, acne wi\h u, ~~ 1i took ~ to -

out with 1\ at that tt.. , that 1t ahoul4 haft baao 4o• _r, u4 that \MJ 

hope 1t hal u ettec\. 11U17 ot the 1lallltl haft wrl \teD their boD4e clOD to 

laftla 1-r \MD \hoM - pn..tllDC 1D the aubt, 1114 wlllll4 DOt worJ:7 t o 

•• • \baa lower. :1wa \boN \hat haft 110\ lleeD. eo oo_.,.,_.,. -• w1111DC to 

carr, tilelr to -.n\J, u4 ..,, aall 1a paaio ana .. lower qaAta\1-. 
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'rhe federal rnern 'llellk 1A ~h cUe,no' 1e loelJI& e.- ..-. .... 11114 "'l7 

!n of ~~ baDlr:a 'lhiob are DOt •IIbera are relll t\111& a t par. !bat aee• i o be a .,.17 

11ft lane at the pHMd "-•• !he 'llellka are '"17 .all oppoaa4 t o ~ poaial 

aaY1DP •Titea. aD4 WOQJ.4 liD t o ae. ~ Gon.-at perlllt ~ a7atea t o -.-pi 

llO era depolita, Oa ~ f~er ba.Dd., ~7 are 'NI7 fa•orable to ~ Ullited. Stat .. 

laY1DP !oad.a, all4 would l ib to aee the flO,~ JlarlJ Uan ra1114. n.7 f eel 

that a boD4 with a nob a Jiel4 but whiob -t be aol4 or t:ran.ferrad. aD4 eo 

for eh1ch ~ere are DO •rata aD4 Do qu9tat1oa.a 1a a ••l'J S')o4 oDe f or ihl 

111netor aD4 for ~e 0ow.-11t. 

arau..tng creat 1D41cuattoll, 
.. 

Gonrnor ea.ao11 aeeu t o haft ftl')' harlh ideaa 
~ 

about tamt1o11 to pt the aoa.a7 for h11 propaa. aDd 1i 11 aaid 1111117 illdultnea 

are leaYiJI& the eiate. !hera 11 DOt eo m.c:h ~laillt about the burde11 of l ederal 

\auaae rach , but the co•i•iioll of hdaral a tate aD4 local i e c:alUill& a lot 

of 00111plaiat. IYidaiiCII are c1ia4 of .-czppr• all4 buliaeaa aD4 1D41Y14llal 

1111t1at1w, aDd the lhcrt-ce of uco• taxa• 1D llarch 1a attr1lnlte4 b7 eo• t o 

onrtaat1o11, 

fhere 11 coa.aiderable illtereat ill the aotiniiee of COJI&l'eu-... ,._, aD4 

I aa quaiiollltd. a)lolat the chan""• of hie propoeal t o ba,r ihl reaarn 'llulol. ! lle 

'balllaen are f or the -t pan ill t...or of u 1D4epeD4eDi 0111tral 'ballklJII &Tiiea. 

l o OM O'Clt hen .... i o f .. l that the !realllll'J aho.J.4 be CQIICirDM ai all illai 

a llaroh 15 'IIOJiol ilnot4 Oftr pal' 11 DOW aelllJI& belOW, fMrl aee• t O be DO fMliJII 

a\ all t.llat the aow.-11i -• &111!1 cbli1 t o npport ~ arat or II:Hp illai 1•­

b oa aUcUJII off. ~ taD the att1W4e t.llat there etlQl4 haw ben DO looklal 

ahead oa *I'Ob 15 to U.. Mriea of eftllia t.llai _.a4 the al1111p , \bat U.. riU; &114 

l'llpou1'11U1\7- ilia .,.ra JUi aa 1a U..- of uti oU..~ ....,_, ill&i tMn 
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11 .., .-!OQ \o u.. notau- of MIIVUtee -., ~.a .. ,...,, 17J141ca\H, ...a 

lila~ \he boDde 11>01114 'M all01114 t o ... It \Mtr •\Ual lnel. !here ta -

ft tllllj'; VIet there lhftl4 'M ., U~Y .. wnt tu4l in \be !II'I&IV7 u4 u..~ Uaetr 

enatuce bae lctpt the -.rUt leftl hiper \baD H lhoul4 han been aiat&iDH. 

'l'he a lD)I t uainr•l 'flew ~t here 11 that WI are I1U'e t o haft a three per cent 71114 

aJid the !rea~ u4 \be lleMI'ft Spt .. llle'lt ae nll reooe~Use U , an4 not \1'7 

t o pre,..nt tt. .lt \bit - ttae \bere • ••• ., I'IMnt.nt ab~t al141ac llon4 

pricu, an4 no panio. !he 110n4lr 1a that Uae7 414 not elide e&l'Utr an4 han not 

oUt lower. 

!htrt h I OM -•nt I.Jl llinneepolle Oftr \he fact \bet on the ~ 

OoftrnMnte 1114 \110 poi.Jltl MlOW par , \he CCIIpti'Ollll' of \he CUrrenq -.41 I 

epeech in ibh o1t7 et&tiac that Ooftrn.ente ~4 not co below par, an4 etaU nc 

tn\her \he~ the reMI'ft 'banltl are required b,y l ew alwaye \o leDd par on \Ilea, 

I am repeatldl,y aaka4 wbere \be !raa'"'l'7 pte He econolllic ad'fice, an4 1t 

Profeuor Warl'ID ie a\111 a !re&n.l'7 ad'fiMr. 

iller beinc 1n \be fM14 nelti DC o """'1'7 beDict \oaorrow, I eball do •­

..... lliDDiePOl1• u4 st. ~ 'fili\1JIC 1'1'1~. Ill'. l'e,y\on hal a IJ'01IP of ..., 

froa tw1D cn7 'banltl wbo rqv.l&r~ 'fill\ OO'Qilti'J beDict COlliDe 1D f or lUIIl 1'1'1..,. 
0.,. 

G3VI303fl 

_ , .. o~t 

~- ..... _," ,mo 
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Hello 

Governor Harrison c~lling . 

Thank you. 

Go ahead . 

Hello 

Hello 

April 14, 1937. 
12 :05 p .m. 

Well Henry I 1ve Just made a 4uick conference with 
the men here in t he bank ; I haven't gone outside a t 
all . 

Yes . 

And they say the t the f acts remain, as I told you, 
that t he nine months is - ah - is sticky . There is 
some demand for the shorter bills . 

Yes . 

Madison's guess i s tha t the nine months bills - ah -
t his next week might go for around 70 to 75 - at 
least higher than l as t time ••••.•• 

Yes . 

But, of course, I don ' t know exactl y how press ing 
your needs are and how much or how rapidly you need 
the .funds, but my suggestion would be if you could 
afford it I ' d go only 50 mill ions this week and I 1d 
make t hem the September bills. 

No, I won't do that. 

And - well then, t he - all - all - all - the six months 
bills - I mean the nine months bills will go but 
they'll probably go at a little higher price because 
they've become unpopular. A lot of banks have been 
talking about it and t hey - apparently, what's happen­
ing is this - tha t they are preferring to go into your 
shorter notes or some of your notes - at 1-1/4 we'll 
say . 
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Then to t ake a nine months bill at 70 . 

Well I've - I•ve ad jus ted !llYSelf, since last November 
with the Federal Reserve so t hey could get ready and 
do this increasedreserve requirements. I let my bal­
a nces go down from a billion to around f ive - s ix 
hundred mill i on . I'm through ad justing myself to the 
Feder al Reserve; I ' m going to run t he Treasury the way 
I always r an it . 

Yes? Well I'm not asking you to ad just yourself to 
the Federal Reserve. 

No , well I ' m not going to . 

Well I 'm not suggesting t hat. 

No, but I mean this suggestion that I - I should not 
t ake a hundred million nex t week when we need it. 

No, now wa it a minute - ah - you asked me a f ew minutes 
ago to cal l you bo.ck as to what my advice was . 

Yes . 

And I said , without knowing what your r equirements wer e, 
I think the best thing would be 50 .••••• 

Yes • 

•• • •• but if you need more then I say you' ll have to 
pay probably around 75 for your nine months bills . 

Well - . 
Now that's just a guess - we may be all wrong . 

Yes 

But I ' m not - I ' m not - I ' m not urging you- o.h - not 
to do- r a ise the money that you need at all. I don't 
know that. 

Well we need it. 
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Well then if you need it then I t hink tbat your 
nine months bill will - will go but it will go 
at a little higher price than it did this last 
week. 

Yes, well the main t hing is that it goes . 

Yes. 

Ah - for the time being - I mean the rate thing is 
out of my hand - I can't control and never • • ••.•• 

You wouldn't consider a six months bill there. 

1/ell I don' t think - I don't - we'd have to take 
three or four days or a week to think i t over • •••• 

Ah-ha . 

•••• and before we ' d make a move like tbat I ' d ask 
Eccles to bring down the Open l!arket Committee. 

Yes . Well I really think that that would be a good 
t hing to do pretty soon anyway. 

Well I'm perfectl y will ing to talk about it but be­
tween now and 5 o 1 clock we 've got to get our wires out • •. 

Yes. 
•• • • and the first tbat I knew that these nine months 
were sticky was wnen I tolked to you about twenty 
~inutes ago . I mean I didn' t know tnat they were 
sticky - to-day is Wednesday - I didn't know anything 
about it .•..•• 

Yes • 
.•••• and I ' m not going to change my policy in an 
hour. I mean I want to give it careful consideration 
and if we 're going to have trouble with bills maybe 
I ' d come out with a regular issue. 

Yes, but we don't have to do that. 

Well I mean' I' m (laughs) I'm - I'm - from now on I'm 
going to take the money I need and I'm going to go back 
and be comfortable. I'm not going to be worrying about 
week to week whether I can raise 50 million or a hundred 
million dollars. I mean I never should have let the 
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balances go down; I did it to help out and I ' m not 
going to do it again. 

Yes. 

I mean from now on I'm going to •• • • •••• 

Well don ' t - don't misunderstand me; now I ' m not ask­
ing you to do anything; you asked me what I thought 
about it. 

I know but I mean I macte a e~istake and I realize it 
now. I mean I always had enough money so I didn't 
have t o finance f or t hree months and I'm going to 
put the Treasury back in that position so that we ' re 
money easy . 

Yes. 

And it ' s the first time I•ve ever gotten myself where -
so that I've got to move and move - ah - due to the 
conditions in New York and I •m going to get myself out 
of that position. 

An-ha. 

And • •• • ••• 

Well I think you - you can tell them that you -
that you~ll probably have to pay more. 

Well that ' s - I'll - I'll pay whatever I have to. 

Yes. 

And if it's 75 it' s 75 . 

But I do - I do think it's worth a review again 
sometillle. 

I t hink we ought to - I ' m going to ask Eccles if he'll 
get his crowd together next Tuesday or Wednesday . 

Yes, I think that would be a good i dea just stating 
the new set of cir cumstances when you ' ve got May one 
out of the way. 
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All r1&bt, Henry. 

Tbank you. 

All r1abt. 
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Secretary of State, 

Washinston. 

482. April 14, 6 p .m. 

FRO!$. COCHRAN . 

GRAY 

Paris 

Dated April 14 ~ 1937 

Rec ' d 3:18 p .m. 

Paris exohange market somewhat nervous yesterday 

and again today. French control yielded a fair amount 

of sterling and belgas yesterd~ and a smaller quant i ty 

today. Rentas and French shares weak while interpationals 

are sought . Paris-American bankers have not resumed 

gold arbitrage operations with New York . Rumors of labor 

and social troubles for opening of Paris Exposition cause 

uneasiness . Disappointment also evident over expensive 

terms of new loan which City of Paris opens April 15 . 

381 

The city of Paris loan is a lottery issue for 

9oo, ooo, ooo francs . Proceeds of the loan are to be devoted 

to public works to the deficits of the 1935 and 1936 budgets 

(a t otal of 437, 000
1
000 francs) and to the re imbursement 

of short term notes i ssue in 1935 and 1936 to provi de tor 

the unemployment tund. Loan will be priced at 910 francs 

tor eaoh 1000 franc bond nominal value, interest rate (END 

SECTION OH3) • 

BULL ITT 
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Secr~tary of State 

Washington . 

GRAY 

Paris 

Dat ed April 14, 1937 

Rec'd 4:05 p . m. 

482, April 14, 6 p . m. (SEJTION Ti'IO) 

Wi l l be ~; and the bonds will be exempt from the t ax on 

secu=i~ies, the ~.o ttery tax and the 1~ reduction ordained 

by the decree law of 1935. The loan ·~ill be rei.mbursed 

in 1987 a t ~he lnteat . Referrins t~ ~he notice niven 

abroJ.d to p:-oj::c1. attrl.buted to the '>renc:1 General 

.Jon1'edera\:i.on f' Labor envisagin(; e ·"oreec" l oan through 

nationalization of credit to finance publi c works French 

Financial Press Association points out tha t such proposals 

shoul d not be taken too ser u•usly o.s they would never be 

nccepted by Parliament and that the Government would 

coll npse if it fcvor~d sucJ e plan. In this respect 

AGENCE E~0110!.l!QUE recalls the recent :lSourance of the 

Minister of Finance that there is no question of 1.ssu1ng 

any other loan than the recent national defense issues 

and that the Treasury will cover its requirements up to 

the end of the year through short term borrowing. 

AOJWCB 

.. 

382 
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' 

-2~1482, April 14, 6 p . m. rrom 
Paris { SE~TION 'IVIO.) 

AC·ENCE ECONOI!IQUE carries a telegram from its New 

York correspondent to the effect that the reduction since 

Saturday of appro~imately $11 1 000, 000 gold ear marked in 

the United States for the account of foreign central banks 

was due to feo.r of a reduction in the gold price,. 

Prench pres a givi~ much attention to Chamberlain Is 

remar·cc. oa l3rit :tsh monetary policy and especially to 

Schac'lt 1 s Vl.Sit to Brussels . My Italian friends hope 

press uill not try to attach too much importance to the 

event if t.">ley l aarn that Governor Azz >lini of the Bank 

of Italy ~ill vi~it Schacht in Berli- th19 week. Azzolini 

is taking his ~1f'e wh~ was not with ~tm at Basel to var1oU3 

cities in Germany which country she had never se~n but I 

l.'~< t 1 
am not a~~,a~ any international significance t o the r P 

~~ 
to "erlin • {ENO:'ItESSAGE) 

\ . 
;!"~· ' .,, ,•' B""'ITT 
"• """~ • 'U....U 

f!\~1.\ "' 
,~•"'" ·' ',.,; . _. ..-' .•. ,..-. 

SMS 
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Secretary of State 

'lashing ton . 

484
1 

April 15, 5 p . m. 

"'!tOM ~CHRAN. 

GRAY 

Paris 

Dated April 15, 19~7 

Rec'd 5:10p . m. 

r~enc~ c~nt~l yielded a fair amount of sterling at 

• 

3C4 

110 .05 but frcnc strengthened sl1ghtly to 110 .01 in late 

trading . nentes and French shares 1~proved slightly atter 

uncertain O'?en; r.:; . !.!oney 11as fal.rl} e asy fo r mid n:onth 

settlemeno ~t ~1 as compared with 5~ 9er cent fortnight ago 

Forward franc C1sco~t widened. 
Bank of France statement as of April 9 showed increase 

of 3t billion francs in Treasury deposits and decline of 

two billion 431 million f ranca in current creditor deposit~. 
thic alteration resulting from payment tor new issue of 

national defense bonds from bank deposita . Reimbursement 

of a fnreign credit permitted red~otion by 62 milli on trance 

ot advances to Treasury under art1oles one and two . Coverago 

54 . 96 versus 55 .23 followinG increase in deposita . 

AGENCZ EOONOUI~UE todaY printed followinG in reference 

to ita item on possibllitY of forced loan mentioned my 482 

April 14, 6 P • m.: (END SE~ION OI'E) 
BULLI'rT 
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Secr e tary of State 

·la shill{,ton . 

385 

GRAY 

Paris 

Dated April 15, 1937 

Rec'd 5:19p . m. 

484, April 15, 5 p . m. (SEJTION T70} . 

"~'le b:'C•ught to the attention of the Minister of 

Finance tb~ art~cles in the English press ~ndicating that 

the G,verrunent might be led under preasure of syndical 

organizat1ons to issue a forced loan of ten billions to 

f inance a ·.lr osr= of extensive "Cirks . Ce&•tnin of 

these news~arers have even published the p~obable conditions 

of this isouance . M Vincent Auriol !:indly t;ave to us on 

this subject the follow~ng declarat~on: 

' I w~sh first of all to repeat that it is advisable 

to fini sh once for all and at t he earliest possible moment 

with a serie s of disturbances and misunderstandings , bette1· 

yet with unfounded rumors . All citizens, organizations, 

or groups, whatever t hey may bo, hnve every riGht in a 

oountry of liberty to set forth ideas, formulate pronrams, 

draft p~Jnosit~ons and to submit them tor public diacuaeion 

and even fvr study by the c~vernment . As for the Government 

ita cruty 

.. 
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LS 2-1)484, April 15, 5 p . m,, from Paris, Sec , 2 . 

tt• duty, nfter study of the situation , propositions , and 

abov~ all object and possibilities, is to establish a pre­

cise prograc of action and, this program once established, 

to hold to it . That is what we did on March 5 following 

the declarations we made during the discussion itself of 
•. 

the budget , In examining the possibilities of the finan-

cial market we said that there woul~be this year but one 
~,· Jl. 

long torm loan that of th?., .lfnt;i~.,.Q-~1· vefense . I can only 

expresoly r:onfi rm this declar~~~· : ,. 'l!here can therefore ,. ' 
be no que stion of a loan of ten bill ions, i nd, a fortiori , 

I 

of any forced loan whatsoever . It~~opositions of this 

order were made 1.n Parliament we would give the reas?n8 

for our position and our attitude , Por the time being I 

nsk that these declarations be taken 1nto consideration 

and that nothing further be added thereto. '" 

:END Ol" UESSJI.GE . 
BULL ITT 

EHB :EDA 

.. 
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TREASURY DEPARTMENT 

IHTDO Of'PIC& COMMUNICATION 

...... .qru H, 19!YI' 

•• Seoretarr liOrpntbau 

•• .,.. Mr • )(agill 

Rat Railroad ReUreunt Lot&lala\1CIII• 

Se,.tor Boarr1aCD o.U.ed thia aornilll reprding his propoaitioo 

to alter tba rate aobadule to an WtW rate or 51 percent or tba 

p&)'l'oll•, I.Ureuilll 1n three ,.ua to 6 peroent and \ban t percent 

additional neey three ,.ara atil the tillal rate or 7t peroeat ia 

reaobad in 19•9• Thie rate aobedul• 110uld be the equl.'ftlent or a 

tlat rate or a little o1er 7 peroent. 

I told tbe Senator tbat I talked to yov. and tbat your poaition 

wa• tbat tba -.tter •• now out or tbe Treasury' e bends and up to 

tbe CCDgreadonal lead.r•• The TreaallrY ia willing to aooept aUber 

or tlo. \WO aeu or rate• propoaed by tbe aotv.ariu in tbair letter. 

'l'be s.•tor .. id be QDdaratood our position and thouaht w wre 

ri8ht but II• balia1ed tbat Ilia propoaed aobedul• or rates 110uld be 

JIOr& ao<Mptable to tbe railroad• than tbe tlat 7 peroant. Ba aa14 

be 110uld oall Mr. Do\13htCD aliA llllka tbe propoaal to hia. 

Tbe Senator alllted • to gift bl.a, aa ao011. o.a possible, \be 

prorlaion tor a periodioal report on tbe rate•• I eaid w bed dratte4 

tba 11rortai01l an4 1101lld let bl.a baft i \ this aoraillS• 
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llr. Bill~ 

)\h 388 

;\1\!j 

April 14, 1937 

Oo'fWIIIlant &14 to e,p'icullure, the&l 7e&ra 1934-1937 

In aceor4ance with 7our requaet, I hue aao•ble4 INCh '-­

toraatlon aa 11 re..Ul7 an.Uable relatl.,.. to the -.ouat ot eo .... ~ 

unt &14 to agrlcuJ. ture 4ur1DC the !heal 7eara 1934-1937. !he 

4ata ar. s:l.,..n ln tu att~ table , 

It hilrpoaolble 1D. the tllle an.llable to Ulca a earatul. 

au.lToh ot tu tlpreo SOliiC to aake up tu ln41 rldual lteao, Jor 

eumple, Wider the heac11DC ot • Other lllpendllurea• tor the lor. 

Cre4U Adainhtratlon, JOU will nota that tu ltema oholl!l are 10111 .. 

what len than the eao=t actuaJ.l7 opant tor a4alll.lotrat1YI expauu, 

!bh h be-.e a part ot the a4alll.latrat1Ye &llpenoaa , partlcuJ.arlT 

durlDC the oarllar 7111r1 , ftre pa14 troll crop lo&D &zl4 tundo other 

than t;ell.lral approprlationa tor a4aill.lotratl.,.. P'lll'J>O••• · It tollowo 

that the tlcur11 ohown ohould be 1DOreaoec1 &zl4 the figur11 ctnn ao 

to -rceneT crop, teed and dro1l&bt loana ohould be corr11poncl lngJ 7 

r-'uce4, It h aJ.oo probable that t he latter t 1gureo contain a4.o 

dltloual H•• which oboul4 be claaolt1e4 eloll'l!lara. Sla1lar 1D­

accuraciao un4oubte417 obtain in eoDMctlon with the 4ata Cinn 

tor other &cencleo with 11hooe operat1ona I • not tea111ar. 

It 11 ., opinion, howiTar, that 1llaCcureciao of the t7P• 

ratarre4 to al>OTI are DOt autt1clentl.T oarlouo to intlu.DOa &ll7 

ceaaral concluolono t o be drawn troa the 4ata •• pr11entl4. 
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TREASURY DE PARTMENT 

PROCUREMENT DIVISION /JI1Y 
WASHINGTON ( V @ 

April 14, 19~7 

MeiiOre.ncha tor tha Secretary or the Treuurya 

!M pereODIIel tranaterred troa tha Federal bergancy lteliet 

Adldniatretl.co to tha Treuuey DepartMnt 1n August 1935 totalled 703 

eaployeu, CCIIleiettng or 29 Purobaeil'lg .t.gente, 119 auperriaorJ aaplo7Me 

and 555 Pplo;reee 1n lower rattnga. or tha 29 Purchutng .lganta who 

bee ... State ProcurellleDt Orticera, the ban aince been eeparatad troa 

the Treuury Departunt aa Ulleatl.atactorJ. lineteen appotntMnta or 

State ProcureDent Officers wre aade b7 tha Treasury Departllent in thoae 

cases where tba incumbents under the Federal !llergency Relief Adllinia­

tration wre not rec,_lliled tor appointDent. 

Wbile the personnel in t he State Procurennt Otticee was necea­

Garil.y tncreued to Mat the •ork loads iapoeed, during tbe paet tour 

IIODtluJ reductions 1n the force ban aaounted to 1 , 247 eaployeee aw-­

gating $1,673,536 per e.nmaa. 

TM total purchaaea of supplies, equipaent and aatariale aade 

b7 the Branch ot ~. Procureaent Dirtaion and ita State Proeurfllllant 

Ottieu upon requisitions eubaitted b7 tha Works Progreea •m.•nhtretion 

to C&rr)' out projects appaoftd b7 thea have &IIOUDted toa 

Purcbaau 

Nwaber 
ltequiei tlcme 

Nwaber Pur­
cheae Ordera 

hOlt .t.ugut, 1935 
to .Tune 30, 1936 

$244,974, 275 

768,532 

Froa .TuJ:r 1, 1936 
to llarch 31, 1937 

865,680 

Total 

1444,412,762 

1 ,413, 230 

1,850,861 

JM .t.ct appaopriatin& Work Ballet tlmde requires purchuu O"fer 

$300 in ftlue to be aade Wider Section 37091 Redaed Statutaa, attar ad­

nrtl.aing tor ~tl.tin b14a . .t.warda and cootracta are u.de Tith tha 

lo .. at re~ibla bidder and are later redned b7 tha General .leeoUilt­

ing omce. 
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