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.Urpl1111e1 
People• memoran4& on atatua at planea deliYered and 

re~~alnlng to be delber ed under ex1at1ng oontre.ota 
with War and K&T.r Department• - 9/13/37 • ••• • •••••• • • •• LXXXYlii 27 

.Appointment• and lleal&natlona 
llo:rle , J-• a. (Oozmiuioner, Jureeu of Ouato.) l 

BIIJr dlacuaaea ace and cbancea of rellcnaUon -
9/15/~ ••.... • 0 ••••••• 0 •••• • • 0 ••• 0. 0 ••• 0 ••• 0 ••• 0. • • • 217, 219 

Shdroth, Morriaon (General Counael, Internal B.ent~~~~~}l 
lleacUon to real~Uon ator:v dlacuued briefl7 at 

9t30 ••tine - 9/14/37................ . . . .... . .. . . .. 68 , 221,228 

Bide, Colluain or Identical 
See Purcbaa1ng, Qonrnlll8nt 

ludpt 
Cirtllan ConaenaUon Corpll 

- B-

BMJr and Bell plan Joint ceaorand111:1 to :riiR recoac•ndtng 
aaYing b7 reduction of aaleriea of OiYilliiZI ConaerY&tion 
Corpa bo:ra to $21 and cut in enrollment to 200,000 -
9/13/37 • ......•....... 0 ••••••• • •••••• 0 • • •••••••••• 0 0 ••• • 

leoDO!liY mon diacuned b7 HlolJr, Bell, 1111d 7echner - 9/17/37 •• 
a) 7eohner talla BNJr and Bell of lDR' • letter directing 

that the $30 aale.r:v be contl.XN.ed 
People a told b7 BIIJr, FOR wante to I&YI I OID8 monq and 80 

none of the $23 al.llion vorth of poet off1cea hal been 
atarted thla f1acal :rear- 9/15/37 •••••.••••• ••• ••••••••. •• . , 

IDYr and Bell confer with P'Dll on draft of atate~:~ent of 
~tion of 1938 budget- 9/15/37 ••••••••••••• • •••••.•••• • • • 

•ational lmergenQT Counci11 
BMJr tella Bell he will again suggeat aboliahment to !DB -

9/16/37 ••. ..•..••. 0. 0 ........ . ........ ... . 0 •••• 0 0 0 0 0 •••••••• 

a) Bell auggeeh tr1111aferr1ng part of tunctione to Budpt 
b) JDR-KNJr oon._reation conoerntnc •• ••.• • •••••.••.•.••.• 

hecutln Order abollehlllg on December 3llt llgned b7 !DB, ••• 
Buaineaa Conditione 

See Monq Market ( •'fight•) 

CiYllian ConeerYation Oorpa 
See Budpt 
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fi!Wlcing, Go'f'8rnment 
9/15/37 - 71nal tubacription and allotment fi~ea -

9/14/37 •. ..... ••• . • •••............ • •....... .•• LDinii 67 
Treasury bill procram presented~ leltser - V/14/37 •••••• 
Short-term finanotn& procram - billa and certificate• 

(Eaaa aecoran4wo) - 9/14/37 . ...... . .. . ................. . 
Bell t s propoaed bill and certificate procru ••••••••.••••• 

- I -

Internal Bevenue, Bureau of 
Graves plan for survey of Bureau - 9/14/37 • ••••••••••••••• 

International Situation 
Hull and BNJr diacuao 7DR's ceaaage to fitty-fbe nationa 

offerl.ll& hie eervicea aa elearing-houae; lmll oppoaea 
pla:D.- 9/17/37 • ..• ...............................•... .•• 

- H -

Marg inal Requirement• 
See Nev York Stook lxchange 

Honey Market ( 1 '1'1gllt1 ) 

Open •ta.rlr:et Committee statement - 9/12/37 .. ............... . 
a) Secretary of Treasury to rela&ae approximately 

$300 million of gold from 'l'reaauey 1 s inactive aceOUDt 
Conference of !l'reUU%7 people at vhieh BNJr givea reauae• 

of steps leadin& up to 7ederal Reserve ' • present progrea • 
9/13/3.? •...•.••.••.•.....•.•.••.......•. • .•.•.........••• • 

El~r and !urgeaa diacuas reaction- 9/13/37 ••.•...•••••••• •• 
Hoyle, James .B. (Oollltlittioner, Bureau of Ouato=a) 

See ~ointment• and Reaicnationa 

Na tional Emergency Council 
See l!ud&et 

-ll -

Bev York Sto':k hc:haDce 
BNJr oautiona !qlor on getting I.Jrro1Te4 with J'ederal Beaerve 

on question of aarginal requireaenta- 9/13/37 • •••••••••• • • 

- 0 -

Open Market Committee 
See Moner Market ( 'Ti~t• ) 
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Phillip•, Sir Frederick 
See Stabilisation 

Pu.bUc l!ealth 

-P-

Mill lloche report. at 9 130 lOMtl.nf; that a co~~plete hlet0%7 

of all health program• hne boen eent to J!lll - 9/14/37.,. LDXVIII 

Pu.rchnling, lloTel'lllllnt . 

Conference on identical bide; p reeentl BHlr, Oliphant, 

Peoples, and MoB6,rnolda - 9/13/37 •••• • ••••••.•••••••••• • 

a) Peoplea mo1:10raDduml 'Identical bide: conference 

vith General Counsel on Secretar.r ' • letter of 

J'ul.T 1!5' •• •• •• ••••• • .•• • •• • • • ••••••.•. 0 ••••••• 0 • •• 

!Uree for Poet Office Department! J.t 9130 meetill6, IIJ.Iol'r 

euueste ealliJI4 in bidden and 1 eerY1nS notice on t hea• 

in advance - 9/14/~ .. ..................... . . . .. . .. . .. . . 

-ll-

llooaeTelt, Ja10u 
See Wheeler, :Burton 1:. (Senator, MontaDa) 

-8-

Shnfrot h , Morrison 
See .Appointtlenh and llee1gnat1ona 

Social Security Act 
llllli aaked b;r J.lt..eyer tor appointlllent to dbcun amendl:lenta -

9/ll/"S'I •... . .. 0 ••• 0 •• 0 •••••••••••• 0 0 •• •••••• 0 ••••• 0 ••••• 0 • • 

Stab1lbat1on 
France& 

Jreneh eitnation bad - eo Cochran report• - 9/10/31 • •••••• 

Jrench control loaea half a billion franca of forei~ · 

exc""nse: therefore dec idee to let the frano so unaUpported -

9/15/37 •....•.......... . ...... . ........... •.• . . .... ...... .••• 

a) J:noke and Bolton diecuaa eitu&tion • •••••••.••••••.••••• • 

Phillips (Sir Jraderick) Tiaitl 
Matten to be diacuued (lfhl te m&I:IOrandwa) - 9/14/37 .. ..... ... • 

.Acenda diecuued b;r !rreMUr7 gro\lp, t ogether with Butterworth-

9/15/37 ... ... • • ••••...... . . .. ... . . • . 0 •••••••• • •••••••••••••• • 

Tieit apin dilcu.ued b;r BHlr, Lochhead, Baal lfhlta, lliener, 

Tiner, Fate, and Butterworth- 8130 P.M., 9}15/S? • ••• •• •• • ••• 

•ev•peper announcecent of peD4iuc Ti•ii ••• .. • . .... . •. .•..... ••• 

-·-
Vhaeler, Burton 1:. (Senator, )k)ntena) 

Jill! telle IDIJr. 1fheehr 11 tr:rtnc to 41s into •- lla1lroe4 

lquipMnt Co11111111l' tor vhich J-• llooeenU wrote tneuruce: 

IDIJr ~lainl eituatioa to Olipbant and Naclll- 9/16/37 ••••• ••• 
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SEcrEtary of StatE 

Washington, D. C. 

1267, SEptEmbEr 10, noon. 

FRO! : COCHRAN • 

CODAT 

Paris 

. : l 

DatEd SEptEmbEr 10, 1937 

REc'd. 9:40am. 

I talkEd with CariguEl at Bank of ~ancE at 10:30 

t hi s ~orn1ng . HE said that FrEnch concrol bad aftEr 

1nvts tigat i on com£ to rEaliZE that French purchasEs of 

st£rl1ng sincE first of month wErt Entirtly sptculativt, 

with no commercial buying. ConsequLntly thEy decided not 

to sErvE thE spEculators with stErl i ng so chEaply . 

YEs t Er day thEy thErEforE lEt t h t rranc slip but EvEn thEn 

thE control yiEldEd around four million pounds ror tht day. 

WhEn I talkEd with him t hE stErling ratE was on£ th1rt,.. 

dght and onE hal1' to threE f ourths . HE intimatEd that hE 

would intErvEnE to hold thE r a t£ wi bhin anothEr coupl£ ot 

francs . l'arkEt vEry acti vt . 

Rtali zing that his fund is sufficitntly wtll tndowtd 

with gold and rortign txchangE t o havE pt:mitttd a gold 

dEfEnSE yEstErday, such a atrattgio move as Carigurl 

dtocr1bEs is plausiblE . At thE s~~t tim£ it is realizEd 

that thErE arE sufficiEnt advErse Economic and political 

factors in Franc£ t o givE ground for btar speculation 

against thE franc . Bllllll' a latut spEEch urging votu for 

Socialieta 
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1267, StptEmbtr 10, noon from Parie. - 2-

Socialiets 1n ordtr that Popular Front program can bt 

carriEd t hrough has had disturbing Efftct. SomE financial 

obatrvtrs fEar that with franc wtaktnin.g now, th£ LEft 

partiEs may havE mort aucotaa 1n dEnouncing tht modtratt 

policiEs which Chauttmpa and Bonntt havt followEd and may 

bt rEturnEd strongEr than EvEr in thE local ElEctions . 

BULLI'I'l' 

RR:KLP 
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PAR.&PIIIWII OJ' !SLIGJWI UOII'RD 

rR:llll M8r1oan labU.,., Parh 

DAB: Sept•ber 10, 5 p ·•· 

10.: 1289 

1'11011. OOOBIWI 

I _. told by the ua\1&1 •rlttt oont&ot at 3:45 p .a. 

that rrenoh control had ooae into aarket to otter eterling 

at 140.10 aDd had broJ)cbt the :rate doa to 139 . 5, at wbioh 
be 

lenl large quantiti .. were continued to/g1Tcup. At that 

hour ,q oontaot still had order to purob&ae 1~,000 poun4JI 

tor a ouatomer . During the day be had made purob&a.. for 

large OOIIIIDeroi&l oonoerne in wbioh .AIIIerioan ootton intel'-

eata ware included. My oontaot belieTea that Britiab 

oontrol lost oTer t1o,ooo,ooo yeatard&y an4 baa taken 
rrenoh 

one and a quarter lllilliona from th• today. Again/rentea 

are lower. It is known that the tlm4 eupporting rent88 

yeaterd&y spent aeye:ral hundred aillion franoa. 

fhe LOBDOI J'D.UOUL IDS aqa in Loabard Street 

001111111 today: "As a diaplq of inoo~~pttenoe the taotioa 

tlllployed by rrtnoh oootrol y88terdq would be diffioul t 

to ~t.• 

Aooording to 'the J'D.UOUL '1'~8 'the trano brtalt ia 

dua leaa to interD&tiooal aitaation than to the realiaatioo 

of &dnree doll88tio rrtnob taoton auob aa I ban reoently 

·~iatd. 
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Teate~ a Yote of ooaf14.aoe ... reoe1Ya4 bF TaD 

Zee1&114 fl'OI8 'tile Belg11m Senate. Pre .. report• atau 

'Ulat 11Dalloe •1n1aur aaDOUJI.Oa4 that J'ranok, OoYemor 

ot 'Ule l&t101111l Built, would lean hla otf1oe at the n4 

ot th1a rear. The ece limit of retir•ent Will 1D the 

future be 87, aooording to a BDr&l deoree; J'r&DOII: 1e 

68. 

I ehall ao to Ro\IIID Baturd.ar aoming for Qulllllolt'' • 

funeral, &114 will return 1D 'Ule late attemoou to Parte . 

BOtLin 

:u:nnr 
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lO:A.TA 

September 11, 1937. 

Memorandua for the President 

From Mr. Al.tmeyer 

Subject: Amendments to the Soci al Security Act . 

I should greatly appreciate an opportunity to confer 
With you r elative to the above sub j ect as soon as possible. 
The immedi ate r eason i s that, as you know, last February 
Senator Harrison as chairman of the Senate Co111111ittee on 
Finance acting at the r equest of Senator Vandenberg agreed 
to the creation ot an advisory council on social security. 
The matter came up during the course ot a hearing before 
the Senate CoiiiDlittee on Finance and it appeared at that 
time that there was no alternative but tor the Social Se­
curity Board to agr ee, although reluctantly, to the creation 
ot this advisory group. Some time thereafter an advisory 
group was appointed jointly by a subcollllllit tee of the Senate 
Couittee on Finance and the Soci al Security Board. Aside 
from the wisdom of the appointment of such a group, the 
mistake was made of not consulting the House Committee on 
Ways and Means . llothing has been done to utilize the ser­
vices of this advisory group although Senator Vandenberg 
has beco111e more and more insistent that a meeting be called. 
I have talked With Senator Harrison several tilles about the 
matter. Be still feels that it was wise t o consent to the 
creation of this advisory group end that we ought to call. 
a aeeting . However, he suggested that before doing so I 
discuss the matter With you. 

The problem ot what to do with the adVisory group is 
a part of the wch larger problea of what we should look 
forward to by way ot tuture amendments to the Social 
Security Act. This is likel:r to beoome a very hot partisan 
issue. 

Some time ago we were warned that the Republican 
National Co.mitt ee was already suppl;ring material to varioue 
nationall:r known coluaniste relative to the Social Securit:r 
Act the substance of which, in a little more refined version, 
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was that the payroll taxes constituted a method whereby 
the governaent was collecting pennies f r om the poor to 
finance a wasteful governaent. Recently, J'obn Hamil ton 
in his speeches has claimed as an accompl1shlaent of the 
Republ~can • embers or Congress that they "forced the 
Democratic Social Security Board to start action to adopt 
the Republican pr oposal to increase and hasten old age 
benefits and to keep at a low level payroll taxes on 
employers and eaployees by doing away with a needless 
47 billion dollar reserve." Vlliile these attacks are to 
be expected, nevertheless they need to be r eckoned with 
because both the A. F . of' L. and the c. I. 0. l abor 
leaders and unions have publicly indicated dissatisfaction 
wi ti1 t he present provisions of' the Social Security Act 
and particularly the payroll tax provisions . While, of c;pur.'e.t.. 
we should not be stampeded into taking unwise acti on

1 
I 

think that it i s most necessary to consider at this time 
the general character of the ~dain~stration•s policy re-
garding amendment of the Social Security Act . 

As a matter of f act , I think i t is possible not only 
to offset these attacks on the Social Security Act, but 
real l y to utilize them to advance a soci ally desirable 
program, tully in accord with present fundamental princi­
ples underlying the Social Security Act and within our 
financial capacity. You will recall th$t some time ago 
at a conference in your office Harry Hopkins outlined a 
long time program dea.ling with unempl oyment and relief. 
I have indicated to llr. Hopkins and the Secretary of Labor 
how the insurance approach in the Social Security Act 
should fit into th.is long time progru and they han 
reacted f avorably to the general idea. The discussions 
I have had with them may be summarized as follows : 

1 . The full reserve feature of the old age insurance 
system may be essentially sound , but is under consider able 
attack by both conservat i ves and liberals . The position 
of the liberals is more consistent than the position ot 
the conservatives since th~ recognize more clearly that 
if we go oft the reserve plan it i s most i•portant not 
only to bring the budget into balance, but provide for 
rapid retirement or the governaent debt through the !a­
position of high~r progressive taxes. This necessity 
arises out of the fact that unless we do so we will r oach 
a period in the future when we must either r ai se payroll 
taxes to almost twice the present contemplated maximum, 
or provide a large government subsidy which together with 

• 
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the serTice charges on the goTernment debt aay proTe un­

bear able . 

2. If we go off the res erve plan with our eyes open 

it i s more desirable t o do so by increasing and extending 

both the size and character of the benefits provided in­

stead of reducing the present tax rates which are rela­

tively low. 

3. Specifically, we should convert our old age insurance 

systea into an old age, persanent inva11dity and survivors• 

in~urance system, as follows' 

(a) Start monthly benefit payments not later than 

J anuary 1, 1939, instead of January 1 1942, and 

liberalize the monthly benefits payable du.ring the 

early years . 
(b) Provide an extra allowance for wife of old 

age benefit recipi ent. 
(c) Provide benefits 

orphans
5 

regardless of age 
(d Provide benefits 

for surviving rldows and 
of deceased. 
for permanent total di sability. 

4. As r ega.rde unemployment compensation it is feas ible 

and desirable t o extend the system so as to include unem­

ployment due to teaporary disability not arising out of 

the employment. This proposal would not meet rlth ob jecti on 

from the medical profession; in fact , it stands a good 

chance of el.iciting active support froca the 11edical. pro­

fession . The increased cost woul d be less than 1% of the 

payroll. 

5. The extension of a considerable part of this program 

to a greater proportion of the population, particularly 

agricultural workers, doaestic employees and the self­

employed can probably be accomplished through changing t o 

a combined payroll and earned income basis for computing 

t axes and benefits . Such extension should be dependent 

upon solving the adminis trative problems involved and upon 

popular demand. Even now, 1.aportant excl.uded groups, such 

as banks , seamen, and religious and charitable organizations 

are urging extension of coverage to thaa. 

6. The foregoi ng program would auppleaent the program 

of unemployment and relief outlined by Mr. Hopkins and as 

ti.ae went on take care of a larger and larger segment of 

Regraded Unclassified



- 4 -

t ax 
a a r o 

would be necessary to pro de another step-

up in payroll tax r ates under the proposed old age peraa­

nent inTalidity and surTiTor s • insur ance syst811 so that 

instead of a maxiiBUil of 3% f r om tbe employer and employee, 

the max1mn• might be 4~ !rom each . However, this step- up 

need not occur until 1952 . Beginning some tiae after 1952 

a government subsi dy would be necessary which would increase 

each year, due chiefly to the tact that the system would 

not reach i ts maturity tor about 40 years . 

Because o! the magnitude ot the problems involved, I 

should like to suggest that you appoint a very smal l un­

official, unpublicized group, including Kiss Perkins , 

Barry Hopkins, Henry Morgenthau, Henry Wallace, and IQ'Selt 

to explore these problems and to report to you !rom t ime 

to time the course ot their thinlting. 

I should also like to have your suggestion as to what 

t o do about the advisory group descr ibed in the attached 

newspaper release ot May 10, 1937. 

Regraded Unclassified



•8 

STATEMEI'IT llY THE Ft.DERAL OPL.~ IIARXIT CUIIUTTEE 

For release 1D Monday aorning 
newspapers of September 1&, 19!7 Sapte.ber 12, 1937. 

The Federal Open llarkat Colllld ttee met in Washil!iton on September 

ll and 12 and reviewed the business and credit situation. In view of 

the expected seasonal dcaands on the banks for currency and creel.! t dur-

lng the coalng weeks the Comaittve authorized ita Executive Coamitt~e 

t o purchase in the op&n 113.rket from t1""' to timo sufficient amo'!"ts of 

short term U. S. Government obligati ons t1 provide funds t o acet 

s~uonaJ. withdrawals of currency fr011 tb~ banD lllld other seasonal ro-

quire ... mte. Reduction of tte additional hllldil!iS in the opon muket 

portfolio 1& contemplated when the s~aeonnl influences arc ruverDed or 

other clrcumstancee make their retention unnecessary. 

The purpou, of this action it to ... total.;] at meabcr bank.s &n &ggre-

gate vollllle of excou resorven adequat«: for tho continuation of' the: 

Systtm' s policy of monetary euso for th<: furtherance of economic recovery. 

As a turth'r means of makins this policy offcctivo, the Open Market 

Co=ttteo recolllllended thst the Board of Govunora ol' the fc:.oderal Reserve 

Systaa requoet the Secretary of the Treasury to release approximate~ 

tm ,ooo,ooo of f!old from the Treasury's innctivo account. The Soard 

of Governors act'd upon this recoaEendation and the Secretory of tbe 

Treasury aaraecl to release at once tbe desired &IIOUDt of gold. 'Ibis 1l1ll 

place an equivalent 1.110unt of tund& at the disposal of the banks and cor-

rospond1n&ly inoreoao their av&iloble resorvos . 
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This action la 1n contondt;r ritil t.t.o u.ual. pollqr or tile &Jet. 

to raellitatA tile tlnaDclaC of orderl,y arkatiac or cropa aal or au~ 

~. '!oc•tb• n til the reeut reductlooa ot cllle.:>1111t rate• et tile 

aonn.l ?eclerel Reaerft baolta, it rill eD&ble tbe baolta to -t ree1 t!7 

any ir>ereuecl •••olll'l ci-Dda for cn;eclit aal ourreney aJid contribute 

to the eontlnuatlon ot 81loy ereclit eobditions. 

Regraded Unclassified



BB 

SEcrEtary of StatE, 

Washington. 

1277, Srpt EmbEr 12, noon. 

FROio COCHRA~! 

CODAT 

Paris 

DatEd SEptEmbEr 12, 1937 

R£c'd 9:45a . m. 

Simultaneous explosions tE~ c:clock last night 

wrEckEd wing ot onE building a ad dRmagt:d an othEr fr:w 

1J.. 

blocks distant in EtoilE TrocndEro sEction Paris . Both 

llui ldingO usEd as o6ficEs by Prtnch EmployErs Assoc1at1or:. 

To ja~itor at Each p~ac£ thErE had bEEn dElivErEd yeotEroay 

EVEni ng woodEn box addrEssed to official of thE asnociation. 

which undoubtedly containEd timE bombs , OfficEs wErE 

vacant at timE of Explosion . Victims so far discovErEd 

werE two policEmEn who wErE on sidEwalk outsidE of 

building Rue PrEsbourg, DEbris has not yEt bEEn auffi-

c imtly rEmovEd to dEtErminE VlhEthcr any othEr victims . 

l.lorn'tng pr£s3 ExprEssEs popular bEliEf bombs 

placEd by ExtrEmist l abor ~gitators bittEr against 

EmployErs Associ ation and incensEd by lEttEr PrEmier 

ChautErnps addrESsEd to labor leadEr Jouhaux thrEatening 

govErnmE~t Eviction of s!tdown strikErs . Naturally this 

EvidEnCE of labor violEnCE if so accEptEd or proved will 

add to official and political a gitation with resulting 

pressurE on furt hEring frarc . 

BULL ITT 
RR 

Regraded Unclassified



10130 a ••• 

S.er.tal')' Wor,.Dtbau 
llr. lllo«Ul 
llr. Ollphut 
l!r. Ta7lor 
l!r. 0..• toll 
Dr. Rtener 
Dr. Viner 
Dr. &.a1 
l!r. Loehhea4 
llr. Bell 
llr. Upbaa 
11r. llclle:rnolde 
llr•· nota 

BII,Jrl I will tell JOU what happened OYer the weel<-eDci. 

8aturda7 Dlcht (thh h all clqllcht eaYlD«• tl.JQe) at $1415, llr. 
T17lor t elephoned .. aD4 ll<etehed br1enr what the lecleral Reeene 
procrae would be ill r.carcl t o Ucht ao11e7• .lt that tl.JQe the7 wer. 
tal.ldJIC about ukiDC .. to relea•e $200,000,000. 00 worth of «<ld aD4 

thet their &miOWICeaeDt would 187 that the7 WO N COlJIC to operate 111 
the ope11 aarlcet up to $250,000,000. I told llr· fa7lor that I tboucht 
that $200,000,000 would 11ot be effecthe aD4 that I bope4 \M~ tber 
wO'Old .a 1t taoo,ooo,ooo. 11a eald he felt 8atu.r4ar 111cl:t would be 
a ba4 tUie to talk to lcolu becau•e he bad ha4 a pftt\7 bard 4q ot 
tt. 

~ aoru1Dc, after chlJIC the aatter Tel')' car.tul thouebt , 
I called Jlueo• at 101215 and told ht.a that I tdt that it the7 pat 
1A $200,000,000 worth of «<ld that U would 110t coDYiJ>ce the. pu)llc 
all4 the .. tter would fall nat. I e tro~~&lr urcecl that thq ue 
taoo,ooo,ooo. 11a ea14 thet he acr.ed nth .. aD4 that he woulcl 4o 
what he eoulcl. I tol4 h1.a that 11 ther aa4e U ~.ooo,ooo, I 
cO'Old wpport the PI'OC'I'U eDthuataeUcallr, wt 110t otherwt1e • 

.f.t 12130, Jccl .. tallted to .. tor about 40 ataut .. , NTlewiJIC 
the wbole field, u4 I tOUDd ht.a ftl')' cala aD4 collected aD4 110 heat 
ill hh TOice . .f.t thb Uae tber ha4 decided not to .... uo11 the. 
uou.llt of ao~~er thet ther weft COiiiC to ue ill the opeD •rlcet u 
ther felt that tbotr 41d not -t azq fll<ed -t la the a1Dde ot 
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the publlc aa to the abaolute &IIOWlt of ruerT&a that woul4 be kept 
In the aoner centera. 

I thea told hh Uuot I felt that f300,000,000 -.. necuaa1'7: 
that I wanted to aee tbia pro«"U' a auccau; I wanted it to laat 
until attar the fira t of Jam>a1'7 am I bated to aee hh taka two bitu 
or the cherrr; that OOIMI"* bad been to ••e tba Prealdent - I did 
not know who - and tbat ha talked to ee about f300 ,000,000 or 
$400,000, 000, I &«ain lllpreaaed on lcclea that I could be entbualaatlo 
about $300,000,000 beeauae I felt the prosram would ellck. I told hla 
I thought $200,000 ,000 would eon•ince aobodf. 

Be ca•e aa all the talk about thor wanted to let the publi c 
know that they could do 1 t tbroucb the open .. rkat, am ao forth and 
ao on, alllpl;r repeatlnc what he had t old aoa when I had aeen bia on 
!burada;r. Be alao told .. that when heaa• • on !burwde;r Uuot be 
had not bean coapletal;r lD!orKed aa to ar poaitioo aDd that , therefore, 
we had aleuoderatood aach other. 

I alao told lcclu that if tba;r uaad f300,000,000 cold n 110at 
likel;r would not ba•a to borrow an;r new aona;r between now aDd the l~th 
of December. Be aald, •You don't want .. to tall them thett 1 ..,.t I 
aaid , No. He aaid, "If I told t hem that, tbe;r will think that ;rou 
want to depoelt the cold iD order to help out JOUr tllliLDCift«.• 

lben Scclea lm.Dc up I did not b&•a a cood deal of bopa Uuot be 
would lll8ke lt f30(),000,000. llueh to rq aurprlla, he celled • at 
2 &30 and told me that the7 had decided to Mite 1t f30(),ooo,ooo. 

And then I told hS. I waa alllpl;r dellptad ud could enthuai­
aat1eall;r tell the Praaldant about it and alao the public. Be than 
aaid, •Bow ;rou be aura when ;rou aee tbe preaa that ;rou won't sl•• thea 
the S.prealion that the 'rreaaur;r brou&bt &ftT preaaura on tba Jederal 
Reaer?e to do thia, 1 1 a&id, •Marriner, JOU caD tell fOUl' a tOrJ• 
lou C&D 18& tbe preaa. Before 1 aee the preaa I will be clad to talk 
to you aDd ce~ rour •iewpolDt .• 

1 aitbt add that when I talked to Ranao.a be had it •er7 auch 
in aiDd that 1 wu to 4et out a atat-Dt ltwlda;r nipt, but I cot the 
d iatlDet f eeliac that leclea wanted tbia to be bia abow aDd I felt 
that I waa aore lDtereated lD the eueeeu of the procraa thaD 1 -.. 
in the publlcit;r am, therefore, waa aore thaD wlllinc to tall:e a 

back aeat. 

I fi.aall7 reached the Preaident at 7 
aDd told hla about it. Be aeemed pleaaed. 
ahow a reduction in the public debt!1 aDd I 

o 1 clock in tbe anniac 
Be aaid, 11ill tbla 

aald, •Jo, but it will 

Regraded Unclassified



-3-

lteep u from obowiJIC an i.DCreaoe in the PQbllo debt, becauae we 110ot 
lt.kalT will not baft to borrow an:r new 110De7•" 

loth!.oc baa bappene4 ill a lone U• tbat I .. eo pleaae4 aD4 
baPP7 about • 

.lnd tb8 onl7 tb!.O« I ft.llt to ~. Berbort, 111 U>ia ro011, h 
tbat on tl>e tint 4&7 n cot tbe ea. kind of breU: u wban we ateri­
litod. !ban thia publi cit7 man, llliott !huraton, atarted to rDD 

&ftT &114 from then on there wao a lot of pohon eprea4. low I .. 
perfectl7 williDC to call up Scclea or ~raton aD4 put them on 
notice. 

ll.r. O..atont Baa ~o47 aaid &~~~thiO« to JOU about the 1&1•7-
laton letterT 

BM,Jrt l o; I baTen't aeen it. 

ll.r. Gaatont loll, it aaid thia thioc oJ'i«lated ill tho !reaaurr 
Department on account of Secretarr ll.orconthau 1 a inabtenee tbat aoM ­
thiDC ohould be done. llarr7 Iaten called • up Batul'<lq enninc aod 
oaid he ha4 tl>et ato1'7; tl>et WTOrJbo47 ltD•• theM coDTeraatlona were 
goi114! on between Treaaurr &114 Jederal lleaei'Te and alao tbat two 41ffor­
ont people, not 1D tba 'l'reaaurr, p,. h1JI tl>e atorr that t11e thine 
oripnated in tb8 !reuurr on Bacretarr llorcentbau 1 • illahtence tbat 
oo•thlD« be done, aD4 wu I able to conti .. or de117 tl>aU 1 told 
h1JI 1 could not contino or 4&111: 1 did not ltDow. 

BM Jr: faTno, 1 think _,be at lunch we ca11 ~ aoMthiD«. 
1 thinlt ==rti'i a llileotone, becawoe 1 thinlt we ban 'b- eble to 1I.D4o 
a TII'J, TII'J 'bad a1 tu&Uon. I think it would l>e•• gotten ataad1l7 
worae. 

Oh, 711• Then Scclu aald to ••· l e are «Oint; to paoa a 
reaolutlcn recomaondiDC to JOU that JOU dlocontiaue 9-aonthe 'billa 
and aell 90-4&7•· I aaid, Pleaoe don't do that. It 1a quite all 
ript to tell M ao inforaall7, 'but I don 1 t w.nt &DJthiDC on the 
record. .lnd he a«ree4 to that . Utor all, 1 d.on't ...,, tbaa 
paoaill4l reaolutiono oo eat ltl.nd nt 'billa '" ahould aell . 

DaD, how do ... depoalt tl>e taoo,ooo,ooo col4T 

llr. lellt !he depoalt of it h ai.Jiple. !he Jade nil leaern 
lanka «<ttin« it out iD the h&D4a of coaaeroial banka ia a little 
more ditficul\ . I ban ficured out a lo-4&7 period, aaauinc tbat 
JOU "'uld depooi t «014 in Jedenil leael'ft lanlta &0 aJ14 wileD JOU •eded 
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U to k .. p tlw balance al'OUM $100,000 ,000, aD4 tlwt would require 
a depoolt o! «<ld on S.ptea'ber 1.5th of tl5e,OOO,OOO, aD4 on tlw 17th 
of f4? ,000,000, and on tlw 18th, $90,000,000, and on tlw 22n4 aD4 
29th, $25 ,000,000 each, I.t :rou PAT the bUlo tlwn •turlnf: or to 
be 1uued bT the credit, tlwt would lllllce a total for the ••nth of 
$245,000,000 aD4 that aloo repreoento what would «0 into tlw .. rtet 
out Jl&TMnh. 

BII, Jr: liT th0114:ht 1o I would like to r;et 1t 111to the blo~ 
otreu ao repldlT ao pcedble. 

llr. Bell: !he other _, 1o depce1UQI: the balaDcee with 'banke, 
which we heft nenr dooe, and which ral.oee the qQiteUon ae to wllether 
•• ohould depcd t thea unlfo1'1117 tJ>.rouchout the cOW>t r, am ;rou haft 
2200 de pod tarleo. Ire could pick a doun or two do aen ln Ch1c&«< o r 
lew Torl<. It would be olJople, but I .. atra1d ;rou would be accuoed 
of PlaT1Dc fayorltu and I don ' t reco-n4 1t, but I do th1Dlt th1o whole 
$300,000, 000 , b7 allor.l.nr; .. tur1nr; billa to be Jl&ld off 111 caoh and 
the :>ew bwe <to be paid for b7 credit , will 'be ln the aarket b7 Oc­
tober 8th or 9th, beceuoe you will cell foD1Wbere frcoo $50,000,000 to 
$75 ,000 ,000 the f 1rot olz daTI and thaT aature on the 6th. 

Dr. Rlefler: You would haYe to be raid DC new 11011e7 &!tor tha t. 

llr. Bello Rlr;ht. After that , we han to call 111 the recular 
WIT to aeet 011r ezpandlturee. 

Dr. Rlefler: It woulil •ean 1t T O'C -•t aaturlnr; billa :rou would 
heYe to larue blUe. 

llr. Bell: !hat would 'be a roll-C>Yer fro. the.t tl- QD, 

Dr. Viner: Ie U pcooi'ble for the 'lreawr, to buT billa with 
nr, ohort 11atur1 tie a f 

llr. Bell: Oh, Til· 

Dr. l'lner: '!!hat woulcl be another •e;r to epeed up . 

Mr . Bell: Tea. 

Dr. l'lner: ~ otronc o'oJecuo.. to t hat? 

BII 1Jr: Teo; 1 object. 
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Kr. Belli I aa ahowiD& 700. b7 thh ..., bow to t;O into the 
... tltet. 

Kr. Lochb .. 41 I ralM the quut1on wbether or DOt 7<14 coa.U 
ll&ke a book entrr or $300,000,000 eterUhe4 r;ol4 1Dto the repl&r 
&CCOliJ)t, !bat would i ncreaee 70'1J' 'balance , but or couree it woa.l4 
not r;o into the Mtltet =til 7011 paid otr the billa or allow a tranerer 
or OIIAI lu.p 81111 or $300, 000,000, 

Bli, Jr1 I want to ban it ehow up on the etateMnt . 
$1,327,000,000, I want it to ehow $1,027,000,000, 

It lt h 

Kr. Belli !bet can be done. 411 I em tr,lng to ohow JOQ 1a 
how to r;o i nto the ... rket. 

Bli , Jr: le ban a,ttreed to tranator $300,000,000. there 4o 7011 
trana!er that rro•, oterllhe4 r;old to ceoaral tnndT 

llr. Belli Tu, and depoolt lt 1D the r;old COirtiticate re4el!p­
t1on tnn4 or the lederal l!uene Board to be dhtrlbute4 .. ang TarlOUII 
lederal Reoern b.U.. Tau mq lean that to ae and the Board where 
lt ehall CO• 

Bli,Jr: Who doeo do thatl 

llr. Belli I put it l n t he baoke where we need i t. Ot coa.ree, 
we onlJ need 1t tor three or tour weeke. fhe 'banlce where we IIAIOd to 
o:oe t Oonrm:~t obll.cat1ono •tur1Jic. 

Bli,Jr: line •• done that betoreT 

llr. Belli Oh, JO•• 
foro between banke. 

I 4o that nerr 4q -- one o ' clock trane-

llr. Taylor: That would be ~otl7 lo Jew York. 

llr. Belli Tour larce pqmento ot Mwri~~& billo and lotereet 
como 1D liew York nt"l<t week. 

Bli,Jr1 1e tbat tbe uaual p.roce4ureT 

llr. Bolli Toe, elr. 

Bli,Jrl ADd tben lll order to set lt out, 7"" r .. l that theeo 
billa we pa,r t or ner, 'l'hundq tor a while the7 obould be paid otr 

b7 cre41U 
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llr. Bella t .. , dr. !bat wUl put about $100,000,000, 1t 
you allow the ae:rt three to be palcl ott br cred.H. 

BII,Jr: We cloo 1 t call oo Ulea tor aoaert le caa 4o H b7 
crtdlU 

Mr. Bell: !hat'• rl&bt· 

BII.Jra Who obJicta to that! 

Dr. Rletler: .Ul rlcht. 

BII,Jr: Dr. Vl.aert 

JUenert 

Dr. Vl.aer: .Ul rl«ht. I cloa1 t aee anr other W&J• 

Dr. Rletlerl Tour atral«ht expeoaea JOU •et out ot the beleoeea 
lo the 7ecleral Beaerve. You clepoeH $300,000,000 aocl pt expeoa .. out 
ot that aDd keep billa that are ocw la tM •rket rolllnt; b7 ha~ thea 
reoeweclt 

Mr. Belli We will haft rnnewlnt; blUe palcl out of pneral tuDcl 
aDd u oew b1lh coae ia aad are accepted, b7 &lTioc ua cred.it oo the 

baol<a that buT thea. 

Dr. Rlefiera 8o rcur belaDee la ••ber baJII<a re•lna coaataot . 

llr. Belli Tea . 

Dr. Rleflerl ADd that will cet aoaer 1D the -.rll:ete 111 three 

Mr. Bella I ahoulcl ur three weelcar ..,,. the 8th or 9th of 
October. 

BII.Jr: fhat 1 a aa faat aa rcu can do lt. 

Dr. Rletler: .U faat u rou call 4o it UJilua JCU ..., a epeclal 
clepodt. 

• 
BII,Jra ~7 4oa1 t need it aQJ faeter. Dan, br1AC • clown at 

the alDutn of oae a tbte-table of what rou are «<int; to clo, eo I oao 
ahow it to Uolu. Ba'• ha'rint; luach with •· Juat how ft 4o thh 
thin«, I 4on1 t want to aon too faat. ~clJ Me anrthlAC tl.­
aatter with that! 
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Mr. Belli Tau waDt thie «<ld depoeited tod&7T 

BII, Jr: Tee. 

I take 1\ lt ao OM obJech, DO oJM oan thlDI< ot 1Ul:1 better 
wq, le that rlghtT 

(lo co .. ent troa tbe Cl'OVP• ) 

Cbecld . 

In looking OYer thie queetion of the ~-aonthe and 90-deJe , it 
eeeme to .. that we would not want 1Ul:1 ~ billa coalng due until 
after the first of Januar, beca~ae we than b&.e to begin to double up. 
So looking on t be cal aDder, Je:rtOJJ.rT 6th h a fburada7, It •• well t 
back 90 daJ• fro• then would be the H• , I ~d eq, tor replacinc 
the 9 aonthe, eo tbe tlret da7 wonld coca Oil JamJAr, 6th. 

Mr. Belli Tau ..... aaturl t7. 

14r. Belli Be iuued a bout October 6th. 

BII ,Jr: October 7th. So we would etart the new thing on OD-
tober 7th. I tho114ht thh out all b7 IIQ'UUI .l1ld on J&IZDaey 6th, 
after the 80D07 etrel ll h onr, then w could begin tc sell . litber 
han to eell oille or eo .. thlng el... 'l'hat ghee ue tl• to thlDlt 
about it . I clon1 t eee tbet we han to do u awhl lot of arguing, 
but I would like J OU to think about lt thle welr:, but 1t eeeae to • 
that begilll1ing with ODtober 7th, whleh h !hureda7 ... • 

Mr . Belli lodnndey, October 6th. 

BII1Jr: 'lbe11 on ,.,.,.,edaJ, ODtober 6th, we begill eelling 90-daJ 
billa whleh would fall due on Je:rtOJJ.rT 6th. 

14r. !a,rlor1 Tou alght anticipate that b7 etartillg to eell ta 
billa illto llereh iDOtaad of 70ur roll-oYer. 

BII, Jr1 '1'hat 1 e all right, but I thlnlr: -- loolr:, I A7JMI we b&.e 
one eoalng due on the 16th. le would eell two aoro, tbe 22Ad ud tbe 
29th. 

Mr. Belli !hat1 e right . 

t8 
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Bli,Jr: Two more 9-.ontho houeo. 
oloe. You would not wa.ot to a.otlelpate 
thl 29th. 

4ll4 then otert on eomethln& 
.-,.thine ~ until after 

Wr . !aylor: I waa think!D£ JOU could ~botitute tax bill• tor 
JOUr 9-montha billa. 

Bli,Jr: I am wllliDC• I don 1 t want to argue about it, but I 
don't baYe to annnounce a.aythln&• '1'be reot ot thh month we will 1111 
9-montha. Two more houeo. The7 can oupport the 111.r!rat for two 110r1 

iiiUII• 

Dr . Baao: I think, Wr. Secretary, we ea.o ban the Whole pla.o 
written for JOU tbio afternoon 1f 7ou want it . Ire bad 1t written for 
thio sorninc, but I'• clad we ban to cbanc• it . 

Bli,Jr: 1rb7 don't )'OU t;h'e 1t to me 10 I ca.o ba•e it for a Utile 
talk while tbeee ceaUemen are here . Let 11 haft a little taUt about 
1t Jedneo~ and aqbe at 'l'huroda:y mom inc' 1 pre11 couferenco we ca.o 
a«ree ao to what we want to do . 

Dr. Viner: I hope to ,;et awa:r tomorrow. 

Bli
1
Jr: lrell, are 70u t;eln« to baYe a procram for .., on llir 

frederick Pblllipof 

Dr. Viner: Teo. 

Bli, Jr: Let' 1 lea•e it thil W1Q'I when 70U tellowo !aft had 7our 
own meetlnc and ~ee on the billo and on Sir frederick Phillipl, rin« 

the bell and lit • know. .Ul rit;htf 

I am ju1t tickled to death. ~ren 1 t rou, Warnef 

llr. Tyler: Tea. 

Bli, Jr: I am ridint; on tope of the world. 

Wr. fa,ylorl It all don-tailed in and caM out 1n the rit;ht 
order and 11 1at11facto ry. 

IIII,Jr: Untur (lew York Jlerald Tribune) oenatal7 ba.oda it 
to tbe federal llnern. Be pract1call7 calli th .. a liar in thie 
mornln«' 1 paper. 'l'be7 denied hi I 1tory of fr14a:y. 

Wr. Gaston: 'l'h17 1&1d the coMeraationa were taltinc a dltforent 

19 

Regraded Unclassified



III,.Tra ~ call ,_, 

llr. Guto111 I. couple callecl • after \ be eoatunce, "' ,_, 
teelu>l cal tbiD«e tbe7 wute4 to bow. 

III,.Trl l ow .. ban W. our tun. 
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¥El!QRA.mzll 

Conference in the Secretary1e Office, 11:30 a.m. , Se~tember 13, 1937. 

Preoent: Secretary ll.orgenthau, l.!r. Ollphant, Admiral Peoplee, and 
llr. Uci!eyuolda. 

21 

llr. Oll:ohant explained that t he aubjaet be rlebea to raiae wao re­
lat1J>t; to the question or identical bide oubllitted by biddero t or .. rehaD­
cliae t o be purchased by the Gonrncent. Be recalled the teet that cr•at 
quanti tin or date on this oubjec t had been oubmitted to the Department 
ot Jllatiee I:IIUlY mntha ago. 

Re atateo that in l'Ay ot t hh ;rear the 'l'reaaury submitted to the 
Attorney General a requeet !or hh opinion ao to what the 'l'reuury1 o dut :r 
ia with respect to the acceptance or rejection o! identical bicla, and 
that on June 30th the Attorney General had advised that in caaea where 
identicnl bida indicated colluaion between biddere , it would be illegal 
to conclude a contract on t ho baaia of auoh bids, but that the conclueion 
i n each particular caee would depend unon the !acto in that caae . 

Re recalled that inatruc t ione were then i ooued to the Director o! 
Procurement t hat ther eafter i n ceaea o! identical bide, eubmieaion waa 
to be made to the Department o! Juatice !or adYice whether facta in that 
caae were aueh aa to r equire the c&neelation ot the bide. 

'nle fir st caee that came along waa the caae o! Urea. '!!be data in 
connec tion with thoee bide were oubmit ted, with all caterial, t o the 
Attorne:r General, requeeti"t; hh adYice, and the Attorney General con~ 
eluded that the Director of Procurement would be justified in rejectiJ>t; 
all bide oubmitted. Be atated that in con!o=lt:r with thb rul1QC, tha 
bide were rejected and new propoeala were iaaued laet S8turda;y , And that 
etforta are being made to aecure new bide, not onl;y from independent dealoro 
not ~reviouol:r ouboitting bide, but alao !rom the deelero whoae bide bad 
been Cllllcelod. 

Tbe Secretary aeked Admiral Peoplao !or aueb comment ae he cared to 
make , and he otate~ the dit!t cultiea that the Procurement DiTiaion found 
itself confronted with aa a reault ot tbia interpretation, particnlarl;y 
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1J> rtew of the probabilit;y that other Oon~nt ~partmento would pro­

ceed to do their 01n1 purehaeillc w1 thout allm11latillc identical bide. !be 
tollowilll: .. mora~~41a waa pr .. entod b7 J.dmtral Peopleal 

1Re1 Identical bide; collterence with General Coullael on SacretorT' • 
letter of Jul7 1~. 

General Couneel takee the poei tion that the acceptance of i dentical 
bido, by lot or ot herwiee, beinc regarded aa 1 prima facie the raault of 
colluei'fe action and of a combiut ion 1J> rutral.J>t of trada 1 11 a cr1millal 
act f or &ll7 t;OTer=.ent o!ticial t o ent e r l.J>to &ll7 contract thereon. 

b ery execut i'fe department and enry independent eatablilhment making 
purchaaea io up R£&1net a pr~ctic.al proposition, and that ia that .. n to 
be kept at work on W.P.A. jobe, mat erial• f or ahipe being built in Rav;y 
Yarde, the aeYeral hundred thouoend trucka delivering mail, the o.c.c. 

22 

Cemps opere.ting all oYer the country muet have matarialo and equipment with 
whleh to work, and euch 11111.t e r iala and equipment inclwl.e a few pri~~~~t.rT eeeen­
ttal co:coditiea such ae caoent, ttree, ateel, braae tubtne; , com=anicat ion 
cable , hatteriea, and the like, on which identical bids have been receiYed. 

Such being the ceae then all department. by executive order ehould be 

required a t once to follow out the p rocedure preecribed in the letter from 
the Attorney General dated .luguet 10, 1937, and of the Secretary'• latter 
of July 15, 

If, on the other hand, Procurement alone ie unable to accept b7 lot 
an;y tied bid pending a decil i on b7 the courte u t o t he tach ae to collueion, 
it aimpl;y meane that either the W.P. J.. J.dminiltr a tor in all their p roJecto 
mus t diacontittue the use of cement or they t hemaelvea make t heir own ~ 
cbaaea. 

If, on the other hand , any exieting agency, like the Bevy or the ArmJ, 
continuea to accept by lot an identica l bi d, and not the 'l're&~UrT De"O&rt­

ment, 1t become• a DllH&r of inconobtent polic;y on our part b7 told.ng ktion 
under a lew which i a applicable to all executive department• altt.. !bia 

law waa paaaed i.n 1914. 

In other worda, i f it ia illegal for Procurement to accept an i dentical 
bid it certainly i a illegal tor any other agency of the goYernment to do 

likewile. 'l'he eame law hae been in effect tor IOtUl3' yeara and hal been 
equ.ell7 applied. llateriale han hod to be boll&ht with that law in opan.­
tton, the contracte hove been audited, •ouchera peid and peued b7 the 

Co=ptroll a r General. 

l:'heref ore , I believe it becomea a tllltter of executive polic;y. 
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I am in entire e;rmpe.tb,y with thle whole moYement; in faet for lllaDT 

,.ee.ra duriD& Ill\' dut7 in the ••"l" Depe.rtment I hue h&d referred cue &tter 

o! identical bid.dillg to the Department o! .fuatlca tor aetlon 'llllder the co~ 

luai,. l&w, &Ad I dncerel7 hope that there rill be a ncceeetul lewa 1A 

the caee of cel!llnt and tlrea or tJ:D:T other coa~odH7. llo.t , troa a praetloal 

point o! Yiew I belieYe it unwiee to deD7 oureelYel the richt of PQrehu­

iDg &n a.rticle urgently needed b)" the so,.rnment under an identical bid 

(other tb&D thoee where the priDciple of patent• or liceneaa or proprieter,. 

!:~Sku appl7) for the eimple reuon it 1e contrar,. to the interaeta of the 

goyernaent to do eo. 

'lb.e J'eder&l Trade Oo111!111Sion &nd the Department o! Juatloe ere , under 

the law, the onl)" agenciee of which I am aware , authorioed to in•eetigete 

atten of collueion. 'l'hil it baa done 1A the caee o! the eeunt people, 

and bee inetHuhd auit .. inlt 90 od4 IIIBilUfaeturera to breU: up the 171t• 

o! identical biddlll&. 

I belieYe that if thi1 euit holde all induatriea will diacontinue the 

practice o! identical bidding and it will be the moat wholeaome thiD& that 

hae coce lnto COIII!lllrcial praetice b7 preoenill& the pr1Dc1pla o! tree &nd 

open and unreatricted public biddln&· 

If, on the other hand, euits are inatituted againet the tire manufac­

turen for colluliYe biddill& under our openiD& of Jul7 21, and if that euit 

holde, it will b&Ye & moat wholesome and adut&r,. effect upon necy line of 

lnduatr,.. 

In the me&ntilllll, we are up egeinat e practical propoli tion. We lll!.lt 

get cement or other itema (unon which identical bide ~be reeei•ed) to 

the li.P.A. workers who are &oing to uae it. It ia obYiOUI that men mUit haYe 

~~~aterial with which to work, end cement h one of the principal itema. 

I well recall that durin& the Wilaon !dcdniatration the coal produeera 

thrOUchout Vir&inie, Weat Vir&inia, &nd Penne)"lYenia were all indicted on 

the grounda of colluaive bidding; nro.cb publicit)" wae given to the faet that 

thh wu go in& to reeul t 1A cheaper prices to the consumer; but the courta 

then held otherwhe. 

A partial eolution of our practical problem would be that if under azq 

opening identical bide are receiYed on eertein commoditiea, and e higher bid 

ie receiYed, to regard the ~ identical bide &I •prima facie the result 

of colluai•e act ion of e combination in reetreint of trade• to reject thea 

u eu.eh nnd nccept the hit:her bid. 'l'hh would require concurrence of the 

General .&.ccountin« Office in rlew of i h m&D7 dachlona on t he eub~t of 

Acceptance b7 Lot in the caee of tied bide. 
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Under the Preaident1 a order or JUDe 1936, reporta of tied bida, 

together with tha bida themeelwaa ware aent to the Department of Juatiea; 
the Procurement Dhlaion &lone aendiac ower a truck load. .t continuation 
of that order would aeem to be the practical ate]) to take. 

So for the foregoing reaaona, 1 think it moat important that one of 

24 

tho beet eaaea which baa been inveetis-ted by the ~eney of the government 
authorized by law to inveati&ate the matter of eolluaive biddin& be preaaed, 
Md flrat decided ths t that eaae in ltael! rill have a fer- reaching Md 
ealutary effect u~n other induatriea who now follow the principle of eocpeti­
tive bidding. • 

(Signed) C. J, Peoplea 
Director of Procurement. . ~ -....... 

~e Secretary etated that he , aa Secretary of the 'l'rea 81117, ahould write 
a le t te r to the Preaident, adwiaing him of the policy which ia being puraued 
in the Treaaury, and stating thet he beliewee thia policy can only be carried 

out aueeeeafull7 if the Preaident agreea and will aupport it b7 laauin& an 
executive order requirinc all of the departmenta of the Government to eon­
form to the aama pol1c7. 

The Secretary requested Wr. Oliphant tc prepare aueh a letter and draft 
of or der, such letter and order to be initialed b7 Admira l Peoplee and cleared 
with th.e De-part10ent of Juatice before aubmiaaion to the Preeident. ~~ See­
ro tary atatecl that he would then a sk the Preaideut for a conference with the 
'l'reaaury repreaentativea and the .tttorue:v General. The letter ahould give 
the ent i re background en identical bide ec that the President will have the 
whol e picture before him. 

~~ Secretar:r atated that 1t ae emed desirable to have t hh matter pr ... 
s ented to the Preeident aa eoon aa poaaible, but he did not want to take ~ 
ac tion until the matter waa prepared in a aatiafactor:r form. 
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TREASURY DEPARTMENT 
PROCUREMENT D IVISION 

WASHINGTONsept. U , 1937 

Re: Identical bide; conf'erence with General Counsel 
on Secretary's letter of July 1~. 
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.. 
General Counsel takes the position that the acceptance of identical bids, 

by lot or otherwise, being regarded es •prima facie the result of collusive 
bction and of a combination in restraint of trade• ia a criminal act for any 
government official to enter into any contract thereon. 

Every executive department and every independent establishment making 
purchases is up against a practical proposition, and that is that man to be 
kept at work on lr.?.A. jobs, mater ials for ships being built in NavY Yards, 
the several lnmdred tbouaand trucks delivering mail, the C.C.C. Cups 
operating al-l, over the country ::ust have aateriala and equipment with which 
to work , and such uteriats and equipment include. a fn pri:ary essential 
co..adities such as ce:ent, ti.res, steel, braaa tubing, coCEUDication cable, 
batteries, and the like, on which identical bids have been received. 

Such being the case then all departmente by executive order should be 
required at once to follow out the procedure prsaoribed in the letter from 
the Attorney General dated August 10, 1937, and of the Secretary• a letter 
of July 1~ . 

If, on the othar band, Procureaent alone ie unable to accept by lot 
any tied bid pend.ing e decision by the courts ae to the facts as to collueion, 
it sia))ly :eans that either the l!.P. A. Adainiatrator in ell their projects l!llat 
discontinue the use ot ceaent or they theaaelvea aake their own purchases. 

If, on the other hand, any existing agency, like the Navy or the ~. 
continues to accept by lot an identical bid, and not the Treasury Department, 
it becomes s matter of inconsistent policy on our part by taking action under 
a law which is applicable to all executive departments alike. This law was 
passed in 1914. 

In other words, if it ia illegal for Procurntent to accept an identical 
bid 1t certainly 1e Uleaal for any other agency ot the gover nment to do like­
wise . The same law baa been in effect for ::any ~era and bas been equally 
apolied , llateriala have bad to be bought with that :U..w in operation, the 
contracts heve been audited , vouchers paid and paaaed by the Co•ptrollar 
Ceneral. 

Therefore, I believe it becomes a Q&tter of executive policy. 

I am ~n entire sympathy with this whole movement1 in fact for many years 
during my duty in tbe Navy Department I have had referred ease after case of 
identical bidding to the Depart...ent of Justice tor action under the collusive 
low, and I sincerely hope that there will be a successful issue in the case ot 
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cecent and tires or any other commodity. But, from a practic&l point or view 
I believe it unwise to deny ourselves the right or purchasing an article 
urgently needed by the government under an identical bid (other than those 
where the principle of petenta or licenses or proprietary makes &P?ly) for 
the simple reason it ia contrary to the interests of the goverJUtent to do ao. 

The Feder&l Trade Co....tsaion and t he Departcent of Justice are, under the 
law, the only agencies ot which I ..., aware, authorized to investigate aattere 
or collusion. This it baa done in the case of the cement people, and baa 
ill3tituted suit agrlnat 90 odd Dllllufacturers to broak up the syatea of identical 
bidding. 

I believe that if this suit holds all industries will discontinue the 
practice of identical bidding and it will be the moat wholesome thing that has 
cu~e into commercial practice by pr eserving the principle of free and open and 
unrestricted public bidding. 

If, on the other band, suits are instituted against the tire manufacturers 
for collusive bidding under our opening of July 21, and if the.t suit holds, it 
rlll h: ve a ;;ost wholesome e.nd salutary effect upon every line of induatry. 

In the aeantime, we are up against a practical proposition. We must get 
ce•.ont or other items (upon which identical bids may be received) to the W.P. A. 
workers who are going to use it. It is obvious that men hmust have ~terial 
wi th which to work, and cement is one of the principal items. · 

I well recall that during the Wilson Administration the coal producers 
throughout Virginia , 'Pleat Virginia, and Pennsylvania were all indicted on the 
grounds of collusive bidding; much publicity ~ss given to the fact that this 
was going to result in cheaper prices to the consumer; but the courts then 
held otherwise . 

A partial solution of our practical problem would be that if under any 
ooeni ng identical bidG are received on cer tain commodities, and ahhigher bid 
is received, to regard the ~ identical bids as •pri=a facie the result of 
collusive action of a combination in restraint of trade• to reject them aa 
such and accept the higher bid, This would require concurrence of the General 
Accounting Office in view of its many decisions on the subject of i cceptance 
by Lot in the case of tied bids. 

Onder the President's order of June 1936 reports of tied bids, together 
wi t b t he bids thell!llelves were :.ent to the Department of Justice; The 
Procureaent Division &lone sending over a truck load. A continuation of that 
order 'IIOuld see• to be the practical step to take. 

So for the foregoing reasons I think it ftOet important that one of the best 
cases which has been investigated ~ t he agency of the governoent authorized by 
l~w to investigate the matter of sollusive bidding be presGed, and first decided 
that that case in itself will have a far reaching and salutary effect upon other 
industries who now follow the principle of competitive bidding. 

' #-~?t- ·_:) 
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IIEl!O. FOR IIRS. KLOTZ I 

TREASURY DEPARTMENT 
PAOCUMMINT DIVISION 

WASHINGTON 
Sept. 13, 1937 

The Secrete.ry tcdey asked me to send to you for ycur 
files a carbon copy of my report to him showing the statue 
of aeroplanes delivered, and r emaining to be delivered 
under existing contracts with the War and Navy Departoents. 
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&-9/30/37: 8-10/31/37; 8-11/30/37: 10 ~ ... ~·-· 

r1/1/38; 10.Z/1/38; 17 pel' ""• Uooroetter 

1-7/16/38: 1 per ••* tharealhr for 21 -
1.:12/9/38: 1 per ••• tb.aroathr 

4-8/25/37; 2-9/25/37: 12 per 110, tb.aroattor 
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W~IHOTON, D. C. 

De~r 20, l9ST. 

Director ot Proour~, 

Procurement D1Tia1on, 
Tree.aury Depa...tm.nt, 
W&ahiDgton, D. o. 

De&r S1rt 

In oompU&noa with '"'rb&l requeat or thia d&ta, 

there ia &tt&ohad & report ot the St&t111 or Airpl&nla dua 

w>der Oontnot with the W&r DeJ:arlment. 

l Enol. 

For 'rha .A.aaiat&nt SeoretiU')' ot W&r t 

c.--t....~~. ., • CU'· ~ 
John IV. N. Soh~, 

Colonel , C orpa ot Enj;ineara, 
Director ot Current Proo~t. 
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Tb, NOI't.l>rbD 

The!')_., Aircnott. 
lllginMTilla Corp. 

Belluca Aircratt. Corp. 

IJDlt.cl A 1rcrUt. Corp. 
81kloraq A 1ron1't D1 v. 

la'ftl A irorett h0to1:7 

81 

1 

15 
15 

10 
4 

40 

80 
15 

c-114at.cl Aircre.tt. Corp. 50 

Cl1rt1u llri&bt Corp. 
euru .. A8ropl.oM Div. 

66 

'011.1 t.cl Ail'cratt. Corp. 54 
CO• VOQCbi 4 1ron1't Div. 

Curti.. 1'ricbt. Corp. 83 
Curti eo AeropleJ>a Div. 

22 
22 

• under tria.le 
Fighter 26, 728.35 1 80 

undar trial>~ 

Ut.ilU~• 

Ut1111;r(15 at 
(15 at 

Ut111t;y 

Utillt;y {10 at 
( 4 a t 

Training 

Trainine( 80 at 
(15 at 

26,944.88 

39, 458.00 
38,980.00 

50,041.55 

150, .350.00 
147,049.80 

17,617.16 

9 ,905.90 
10,014.00 

Patrol boaber{501l04,302.64 
(66tlo6, 717.88 

Scout bocaber .30,990.50 

Scout boeber 

Scout observation 26, 580.54 

scout observation 
(22 at .3.3 ,.348.61 
(22 a t 30~79.16 

0 

0 
0 

4 

0 
0 

7 

36 
0 

25 
1 

0 

0 
0 

Torpedo-B0111ber .37 ,200.00 . 11 

1 

15 
lS 

0 

10 
4 

33 

44 
15 

25 
65 

14 

83 

22 
22 

102 

Conaolidat.cl Aircre.tt. Corp. 33 Patrol bOIIIber 113,665.00 0 33 

3-oar week Doc . 19.37, then 4 per ftak tbereatt.er 

1/15/38 

1-.3/15/38; 4 per IIOI'lth ~r 
1-7/1/.39; 4 per -.th thereatter 

l-12/22/37; 3-2/4/38; 'J- 3/22/38; 'J-5/12138 
1-6/1/38; 'J-7/ 22/37 

8 per 1110nth 

3 per ""'k 
3-2/14/38; 3 per week thereafter 

10 per IDOIIth 
2-2/28/38; 6-.3/30/38; 8-4/.30/38; 10 per IIOI'lth t!M,...tl.ft•or 

14 ~ 30 Deceaber 1937 

3- 1/1/38; lf>-2/1/.38; 17 per 11011th thereafter 

l-.3/10/38; 4 par month thereafter 
l-9/1/38; 1-10/14/38; 4 par month thereafter 

6-:12/31/37; 6-1/31/38; 12 per 11011tb tberaatt.er 

l-6/30/38; 1-9/30/38; 6 per aonth tbereatt.ar 
leoe arurines (2} 

lese J>rope-uers _{Z) 
Mote 1 - l!oae or t.be date auhmtted includea coat or spare porta . Note 3 - Do.ta include coat or J)ropallar end power plellt; coat or 
!rote 2 - Total -t or =obligated balance or tunda anil.ab1e red1o and other govt . 1Urn.1abed eauis-t 110t iJicluded 

tor n., plaoea 7et to be c:otd8acted for t.S,986,684.00. !rote 4 - llxperaental pl&iae are not inel.IJcied. 
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IIJIIliWUXJII OJ ftl D.AT'S ACTIYl\'BS 

To: Secretary Korgontheu 

1. Revenue rnlaion 

llr. Randolph Plllll o! !low York who helped ua in the tax loophole 
inveatigation epent aovoral boura with ae to~ 41acueaing poaaible 
cluln4ea in det&ll in tho rnenu. act. I requoated hi• to coae 
p rlaaril;r on account of tho dot&lled ltDowledgo he baa g&J.ned throu,ih 
t he publ1oat1on o! hie !lvo-voluae textbook on the J'odoral lncoao tu:. 
!U'. Paul lett a aeaorandua conta1Ding propoaala !or aoaa 25 amendaellto 
ot particular prortalona which ho roprda ao lepll7 lnadequato at 

• · pr•eent. 

llr. Paul aade the l ntereatlng auueatton that we oucht to onllat 
aoao ot our !ri end a at the b&r t o publlah article a and the like ln tho 
next taw aontha on oo"o ot t he !un4aaental queatiollO. \'he propaganda 
at preaent la of courae alaoat whollT !roa the other aide of the tonco. 

2. llureau adainiatratton 

llr, Grana and I apent one and a halt houra together goin« onr 
the general program for hi a work. Be will dhcuea it further with 
the Coamiaaioner t oaorrow. The Comaiaaioner called ae around five 
o 1elock to inquire -.bat a;r undoratan41n« waa o! Grana' aoalgN~ont: 
IQ)porontl;r the Comaioaloner had aoae tur t hat hio prerogathea wore 
goinc t o bo intrtugecl. I told h1a in ouboteDCo that I bel1ned )'On 
had ln a1nd that Graveo allould aako a aurvo)' of the llureau procedure 
and report to ;rou. to the eo-taoioner, and to a;roelt regarding 
poaaibl e t.prov-nte which can be aade. \'he Coaadaaloner eaid that 
there wao a lot ot work which could be dono but he wanted it clearlr 
underatood -.bat the ocopo of Gravoa 1 operatiollO would be. He parU­
cularlT aontioned that he did DOt want the aituation to develop ao 
it had in the .&lcohol \'ax tlni t , where ho oa1d llr. Berkohire did DOt 
fool that he had control over hia own perao~mel. 

I epoke to llr. llcllo)'Dolda and llr. Grana about a;r converaatioll 
with tho ComaiaeioDer. llr. Gravoa hlt that he could oatiof)' tho 
Comlnioner in hia conference with hia toaorrow that hla prerogatino 
would not bo encroachod upollo 
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R. &I .Jr: 

0 : 

R.M.J r : 

Bell : 

H. IJ . J r: 

B: 

R. )(.Jr: 

B: 

H. IJ . J r: 

B: 

H. U.Jr: 

B: 

H. IJ.Jr: 

B: 

B.U.Jr: 

B: 

H.M.Jr: 

B: 

H.ll.Jr: 

Hello 

Kr. Bell . Go ahead . 

Hello 

Hello 

Hello - Dan. 

Yes . 

September 13, 1937. 
11: 55 a.m. 

I f you care to , I would be delighted to join you 
1n writing a letter to the President over our 
joint s ignatures recommending to him that he - ah -
reduce the salaries or the CCC boys to $21.00 and 
cut the enrollment to 200, 000 and point out the 
net s aving. 

Ah - would you do that over - in a letter or would 
we t allt to him about 1t. 

Well let • s put it in memorandum form. 

Did you - ab - have any chance to t alk to him on 
the budget? 

Ah- not on next year ' s budget. I d~d on the 
present one . 

• Yes, what did he think about i t ? 

Well he was quite shocked. 

Waa he? 

Yep - quite shocked. 

I don• t see why. 

What? 

(Laughs) I don ' t see why. 

Well-
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B: 

!I.!.I.Jr: 

B: 

R. ll.Jr : 

B: 

H.U.Jr: 

B: 

H.M.Jr: 

B: 

R. ll.Jr: 

B: 

R. I&.Jr : 

B: 

R. ll.Jr: 

B: 

H.M.Jr: 

B: 

fl . ll.Jr: 

B: 

- 2-

All the thi.ngs he ' s been going through. 

I know but - ah - I 1d like to do something on that 
CCC thing, 

Yes, well I ' ll get a memorandum on it. 

fie gets back tomorrow morning. 

Yeah. 

Yes . 

Didn' t say anything about conferences this week. 

No but - ah - I ' ll - we'll have to take our chances. 

Well he ' ll have to • • •••• • • 

I guess I did - I said we wanted to see him a lot 
this week and he said all richt. 

Yes , he ' ll have to see us on this summation. 

What ' s that? 

He ' ll have to see us on this summation, if it' s 
going out. 

Yes I told him that. 

Yes. 

Yes. 

All right, I 1ll get something up. 

Goodbye. 

Goodbye. 
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Jo. t 

11'0111 

Date: 

PUAPBIWJI or 'l'ILIGIWl RI:OJ:IVID 

13'19 

American JmbetiY) Parie 

lepteaber 13, noon. 

On Saturday I had oonvereatione at Rouen wi·th a 

nuaber of my friende who a ttended Queenay'a funeral. 

jmong thllll were i ncluded Governor rre.nok, Jiiemeyer, 

Beyen, K&roel Van Zeeland, Jaoobeeon, Jlaurioe rrere, 

and Charron of the Lee.gue financial Oommi ttee. Upon 

our return froa Rouen, Beyen and Jaoobtton Tieitld in 

Parie with ae . 

I wae inforaed by rrere that because of the or itie 

faoed by the Pri.lle Minister in t he Jiational Bank Affair, 

he had been unable to make anr progreee during t he paat 

fiTe weeke with t he Prime Kinieter i n their etud;y of a 

plan to i=Prove world eoonoaioe . The Prime Kinieter wae 

IIX)W taking a week' e rest, rrere eaid, and he hoped that 

it would then be poeeible for them to reeuae their work. 

Reference was a&de by Frere to a oonvereati on be had with 

ae i n Parie approxill&tely July 20 when hit was here on plau 

looking toward aeeting With Van Zeeland of a eteering oo.­

aittee ooneieting of repreeentativee of Great Britain, 

france and jmerioa. Praotioally no headway had been made 

e1noe 
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a1noa hie T1a1t, be said, a1noa french off1o1ala had bean 

oooup1ad with their decree laws. Frere hoped that it aigbt 

be poaa1bla for Kr. Wailea to llrTI ae Aaar1oan member t o 

meet With the other repreaantat1Taa before the ODder Beora­

tary'a return to Aaer1oa. It 1t were dea1rabla, be said 

that Van Zealand would ooma to Parte to aae Kr. Welles. 

rrara baa been siting With the economic and raw materials 

committees at the League and wkat on to GeneT& from Parte. 

Imt1mat1on was given by Karoel van Zeeland that hie 

brother might retire from the prem1ereh1p shortly . It 11 

thought by moat of rq triellda that the recent diaoloeurea 

bad made impossible bia continuance in pol1t1oa. One 

exception was 11eeeyer who felt that Van Zeel&Dd had ooae 

tl./lr.i'P through rather well and that Van Zeeland should try 

to bold on to hie poet and continue With international 

affaire. ITen considering recent developments, Jaoobbaon 

did not believe the door oloaad to Van Zeeland's r eturn 

52 

to the lational 8anlt of Belgiua after leavtng the government. 

As waa originally planned, van Zeeland would return ae 

Onder Go.,ernor of the 8anlt of Belgiua onoe be wae finia~d 

with politioa, and within a reaaonable period of tiae ther.­

aner auooeed franolt aa Oo.,ernor. I epolte With franolt who 

made no mention of the preaa report that he ia to retire at 

the ell4 of 1937 on aooount of age. I was told br Bern, 

Pree14ent 
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Preaident of B. I .S . that the Jrenoh were taking it fo r 

granted that Queenay wou1d be auooeeded by a rrenobll&n as 

general manager. The moat likely oandida te aeema to be 

the ohief aooountant of the Bank of rranoe. It 1a said 

that OOYernor Journier is op~ed to aending anyone fro. 

the Kinietry of 11nanoe einoe be feela the B.I.S. ebould 

53 

be kept as oomplately a oentral banking institution as 

possible . Bey en rill readil y agree to a J'renob general 

m•nas-r rather than ban d.iffiou1tiea of a politioal 

obaraoter arise, althoUib be would prefer that the position 

be left Yaoant for aome time. To promote Heobler , the 

German assistant manager, is not oonaidered feasible. With 

Niemeyer aoting ae oba1rman of the board, the Br1t1ah are 

already well represented. At the B.I.S. meeting on Ootober 

tenth the queat1on of a auooeaaor will oome up. 

End of Seot1ona 1, 3 and 3. 
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P.A.RAPHR.UI OJ' '!'ILIOIWI RZOZIVID J'lal PARIS, Jo. 1379. 

Seotion 4. 

Ae a re.ult of thie, Beyen __, defer hie trip to the United 

States ae he had planned to depart the l atter half of next 

month. Beyen told me he will surely make the trip in lfovem­

ber, ae he ie s till anxious to go. 

Reuben 01ark1 a viait to the League on the matter of the 

loan contraots co111111ittee pleaaed Charron who hoped that 

active cooperation of the American protective group llligbt 

be enjoyed in future meetings of the League Oo11111i ttee . Ac­

cording to Obarr on they were now e~ing at Genna the 

proglem of reconstructing the financial oo111111ittee trom which 

several of the beet known members have now retired. 

lf iemeyer told me positively that since be wae definitely out, 

the apparently i napired recent editorial of the LOHDOJJ TUO:S 

which suggested that the retiring members might reoonaider, 

d.id not apply to him. 

MY friends ooneider the J'renoh aituation ae far froa 

settled and unpredictable. The fact that capital baa not 

oome b&olt into J'ranoe and that monetary and treaaury diffi­

oul ties are inevitable thia autuam, having oommenoed even 

earlier than was anticipated, ia re&li&ed bT 1111 friende. 

It being felt that tbe economic and political probleu of 

the world make it impoeaible for progreaa to be &obieved 

through 110natary aouon alone, no one ba4 aq ••••tiona to 

ll&ke for 110vea in the international aonetary f1el4. x, 

!riell4e 
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Section 5. 

friencla are more worried by the h.r Eastern situation than 

by the Kedi terranean question. They believe tb&t Sob&oht 8l1d 

118Zly Ger~~&na realize the opportunity for Germa.n:y now going 

forward in international bueinesa, With the United States 

having labor diffioulties, with France undertaking a forty 

hour five-day week without possessing rationalised induatry , 

and w1 th England burdened with expens ive rea.rmament. Th.ey 
-

think that Italy will heatitate entering into &Q1 more 

serious military enterprises ae abe is burdened witb heavy 

expense from the Ethiopian O&mpaign, from continuing rearma­

ment, and from volunteering in Spain. Ky friends b&ve anti­

ci pated Sohaoht's retiring as acting head of the Kiniatery 
into tbe Reiohabank 

ever sinoe he brought back/Blessing and one of hie otber 

dependable men whom be had placed in tbe ministry of 

eoonomios as his assistants. However, they do not expect 

Sohaoht to leave the Reiohsbank. 

)(y frienda , while not worried about the long time 

outlook in the United States, are aurprieed to eee that our 

market oould eink ao quioltly and tbe oountry suffer euob 

a nervoua upset from war eoare. One of them was bold enoUS)l 

to euggeet that Amer1oan industry needed a few wordl of 

encouragement from our President. 

EIID KUSAGI 

BULLI!T 
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j. 

B.U.Jr: 

0 : 

Taylor: 

R. IJ,Jr: 

1l: 

!! .loi.Jr: 

T: 

R.M.Jr : 

T: 

B. L! .Jr: 

T: 

B.M.Jr : 

T: 

H. II .Jr: 

T: 

B.ii. Jr : 

T: 

H. l.: ,Jr: 

T: 

Bello . 

Mr. Taylor. Go ahead. 

Bello 

September 13, 1937. 
2: 56 p.m. 

Wayne , I just want to tell you I don ' t want to get 
dragged in Qr the Federal Reserve on this question 
of marginal requirements for the New York Stock 
Exchange. 

Oh no. 

And, if you don ' t mind, I'd just as leave that you 
didn' t lend yourself to it either. 

Right. 

I - I'm jast fearful tha t the way they were t alking 
at lunch they 1 re going to try to drag us in. Now 
there ' s a distinct problem which is theirs and let 
t hem handle it . 

Right . 

Check with me? 

I do. 

O.K. 

I was asked - ah - very informally. 

Pardon me? 

I was asked very i nformally • • • ••• 

Yes. 

•• • •• as to-~ the SEC people • •••• • • 

Yes • 

• • • . • and I thinlc I t alked to - ah - ab - Mar r iner 
or Ronald about i t also i nformally. 
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H. Jl.Jr; 

T: 

H.M.Jr : 

T: 

H.M.Jr: 

T: 

H. U.Jr: 

T: 

B. IA.J r : 

T: 

II:K.Jr: 

T: 

H. l&.Jr: 
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- 2-

That's all right but I -I officially don't want to ••• ••• 

Well I 1ve absolutely kept 
i t wasn' t our problem at 

that the 
all on this situation. 

away from that and said 
all. I said in rrr::r opinion 
didn' t have any effect at 

Wayne , you might tell Kilby to be up here at five 
minut es to four with the bill rates . 

All right, we got the - did you see the New York 
ones? 

No . 

They 1 re very good 

Oh tell me. 

Ah - o585 as compared to 713 l ast week. 

713 last week. 

Yes. 

Atta boy. 

Yes sir. 

That • s grand. Thank you. 
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Secretary of State 

Vlashincton. 

1281 , September 13, 5 p .m. 

?RO:A COCil't\JIT 

VOOAT 

Paris 

DatEd SeptEmber 131 1937. 

Hec'd 5 :40p.m. 

With Pari3 closed Saturday intErvention a~ London 

for thE ~rEnch control strengt hEnEd the rranc . This 

mor::lir!G t he control entered the marltet here boldly to 

offs£t possib~E r F.pErcussions f rom Saturday night ' s 

Paris tombing. Rate improved .. ,ith l\elp from some 

pro~it taking by recent purchasers of tore 1gn Exchange . 

Franc movement has bEEn irregular, however, throughout 

the day with thE control both buying and s ellinc and 

prc:~ure against franc becom"na heavier in t~e after­

noon. Forward franc cont i.nue3 to bE off~ red. Rentes 

lor.cr. Today reflects uncertainty of outlook but 

general market sEntiment is definitEly pessimistic with 

feeling that capital will be morE reluctant than ever 

to ~eturn to France after Satur~ay nisht ' s vi olence. 

On the other hand this sort of thing may r eact against 

Left ElEments in coming elections . 

Prus 
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VM 2-No. 1281, SeptEmbEr 13, 5 p . m. from Par1a . 

PrEss continuEs to givE much attEntion to AmEri can 

markEt situation and fEaturEs announcEmEnt or nEw 

dEvElopmEn~ involving stErilizEd gold and opEn markEt 

opErations . 
. 

After commEnting on FrEnch r ronc LONDON FINANCIAL 

TillES today said undEr monEy markEt notEs: 

BULL ITT 

Sb!S :t:PL 
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~ .. • ;;o 

VM CODAT 

Pal' is 

DatEd SEptEmbEr 13, 1937. 

REc 1d 5:40p.m. 

SEcretary of State 

Washington. 

12811 SEptEmbEr 131 5 p .m. SECTION '1'•'10 

'~hE sharp brEak in thE FrEnch franc has givEn risE 

oncE aGai~ t o suggestions in various quartErs that thE 

TripartitE AgrEEmEnt has ceasEd to function and that i~ 

no<~ exists in namE only. Rur.tor had it on Saturday morning 

that thE Fr~r.ch authoritiEs were arucious to lEt thE franc 

to thE 145 to thE pound lEvEl at lEast but that thE 

othEr partiEs to t h£ currEncy pact had objectEd. 

In th1s connection it should be recallEd that thE 

Tripart~tE AgreemEnt is somEt hing which is EssEntially 

Elastico As far as can bE ascertained no dEfinitE figurE 

has bEEn f ixEd at any timE as to thE limit of fluctuati oro 

of either thE AmEri can dollar or thE French franc . 

The partiEs to thE Agreement undErtook to rEfrain fron 

dEprEciating thEir currEncies with thE object of gaini~ 

c~Ercial advantagEs . ThErE is not thE slightEst reason 

to supposE that thE collapsE of the ~ranc has bEEn 

EnginEErEd by thE French authorit iEs . As a matter of fact 

thE French contr ol bas madE considerablE sacrificEs in 

i ts 
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VM 2-.J.7o. 1281, SEpt EJDbEr 13, 5 p. m. !rom Par1a , 

lts attEmpt to atEJD thE tidE• 

FrEnch EXport t1gurEs provr: that no trading advantagE 

has !:Em dEriVEd !rom thE dEpre:c iat1on. On thr: othtr hand 

EvEry tall in va1ur: or thE cur:tncy has 1DcrtaaEd tht 

cost of importEd goods and madt mort and more: acutE thE 

problEms of prieta and production. Tht FrEnch authoritiEs 

indEEd can hardly bE blamEd t or btattng thE 1att~t 

s t rat EGiC rE ! .rcat ; i t may not bE t ht l ast EithEr, 11 

Em 0:? !l:.SSAGE . 

BUI.LI'rT 

m;s :NPL 
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Sept .. ber 13, 1D37 

At 12:10 Washington time, Mr. Morgenthau spoke to 

Mr. Matteson ot the Federal Reserve Bank ot New 

Yorlt. r.~r. Matteeon confirmed that be had orders 

on hand trom the Treawr:r to purchase about 

$5,000,000 ot long term Treaeuey iseuee and the 

Secretary told Mr. Matteson that be thought long 

bonds trere cheap and he 110uld like Ur. Matteson 

to be aggressive in the execution ot these orders 

today. 

r,·,., 
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H.M.Jr: 

~rgess: 

R. J.I .Jr: 

B: 

H. U.Jr: 

B: 

a.u .. rr: . 
B: 

H. J.l . Jr: 

B: 

H. L!.Jr : 

B: 

H.U.Jr: 

B: 

Hello 

Hello sir . 

Well bow are you? 

I'm fine . 

Had a good week-end. 

September 13, 1937. 
2: 28 p. m. 

(Laughs) Vlell bad a good time anyway. 

Well I •m tickled to death the way it worked out. 

I ' m - I t hink it was just about as well as you 
could do it. 

Yes . 

I 1m very much ple~sed; I think this - I think the 
effect is going to be good. Now the r eception was 
a little bit mixed ••• ••• ••• 

Yes . 

••• ••• because there were some people who were 
apprehensive 1mo felt t hat this meant that we were 
apprehensive too and they t hought that Eccles rushing 
back by airplane and all that looked as though the 
situation were pretty bad • ••••••.• 

Yes • 
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••••.• so you got a little of that negative reaction • ••••• 
H. bi.Jr: Yes • 

B: 

H.U.J r: 

B: 

R.N.Jr: 

B: 

•• •••• but most of ~be reaction was good. 

Yes . 

They said, "Now we don't have to worry about the 
seasonal credit strain" . 

You know something very interesting. 

Yes . 
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H.U.Jr: 

B: 

H.!d.Jr: 

B: 

B. !.!. J r: 

B: 

R.M.Jr: 

B: 

R.U.Jr: 

B: 

H.!.I. Jr : 

B: 

H. M.Jr: 

B: 

B. !& .Jr: 

B: 

H.!.l.Jr: 
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I had Bell figure out what will happen over the 
tax period 1n New York • •••••••• • 

Yes . 

•• •• •• and the net loss or money by the New York 
Banks over the tax period- i s going to be exactly 
310 million dollars . 

The net gain. 

The net loss - I mean exclusive of the gold. New 
York is going to pay out 310 ••••• • • 

Yes - yes - you mean your credit from your Treasury 
account. 

Yes. 

Yes. 

310 million more than they t ake in. 

(Laughs) 

And we ' re going to put all of that - those gold 
certificates .tght With t he Federal Reserve 1n 
New York. 

Well that's very nice. 

And we had Marriner and Ransom for lunch and they 
agreed to that . 

Well that ' s fine . 

So there ' s 300 is all going to go right in New York 
and the difference - the net - you' re going to pay 
out 310 more than you take in. 

Oh that ' s fine . 

I sn' t that interesting? 

Yep, and that will pile up money ahead that will 
take care of us for • ••••••• 

Yes . 
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- 3 -

• ••• oh at least six weeks, I think. 

Oh yes. Well in another day or two I •~ going to 
talk to you about the kind of bills we sell but I•m 
a little - I tm not quite ready yet. 

That ' s tine. I've been chatting a little with Dan 
about 1t. 

Well - but one thing I want to draw to your attention 
1s this - ah - I don ' t want to stop for 90 day 
bill s until after the first week in October because 
that would be the first week in January . 

That ' s all right . 

In other words, if we start them now why they'd 
jus t about Christmas time . 

I agree, yes (laughs) I think that ' s very wise . 

And I thought that out all by OlYSelf. 

(Laughs) Well you lmow your mind and mine paralleled 
on that because I thought the same thing by OlYSelt . 

Well you've got a good mind. 

(Laughs) Gl ad somebody has anyway. 

All right . And, incidentally, I•m glad that 
Ransom - not Ransom- what •s- Madison bought some 
of that four million to-day, 
1/lell that worked all right . 

And - I 1m kidding now - somebody came in and said 
do you call that an open market ope.r ation? 

(Laughs) 

A little weak on the laughter but it's all right . 

(Laughs) 

But anyway I ' m - everyt hing closed up strong . 
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H.M.Jr : 

B: 

H. li .J r: 
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Yes, well he did it carefull.y. 

Well I 1m enthusiastic over what the t wo organizations 
did. I - I couldn' t see 200 though. 

Well I - I think that was all right . Everybody 
was very agreeable about that . 

Are you people having a Press Conference up there 
to-day? 

Ah - yes . 

Who sees them? 

Ah - Dell usually goes in. 

Well rrry God be doesn't know what's going on down here . 

Oh yes he does . l'le keep him informed about it. 

Well why doesn ' t somebody see them who' s down here? 

Wel l I saw them - I see them whenever there ' s 
Treasury financing on and so on. 

I see - well. 

I don't know - the Governor may be going in this 
morni ng; I just ha ppened to t alk to him about lt. 

All right, cheerio . 

I may go in myself for a little while . 

I wish you would. 

All right, goodbye . 

Goodbye . 

• 
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J'OR DIIWlUTI RET·Eln, 
Zue•d&r· Septepber 14, 1937, 

'l'ashineton 

Prees Sorvico 
llo. 1l-lB 

67 

Socret:>ry of tho 'l'rMSU17 ltcrgent.hau tcda;y anncunced that roporta troa 

the 7edoral Roaerve bGillca indicate that $775,643,700 of 'l'roaall%1' No tea of 

Sorioa ~1937, maturing Septecber 15, 1937, havo been exchanaed, $433, 507,900 

tor 1-1/4 percent Notes of Series E-1938, and $342,135,800 fer 2 poroont 

Notes of Series B-1942, 

SUbseript1cna and al1otcents vere d1vit\ed QOOng the several hdoral 

Reaerve districts and the 'l'rea81l17 as fo11owal 

7odora1 Reservo 
Diatrict 

Boa ten 
New Ycrk 
Philadelphia 
01eveland 
R1chccnd 
.&.tl:anta 
Ohicaao 
St. Louis 
llinnaapo l is 
Xo.nsaa C 1t:; 
Dallas 
San Francisco 
'rreaall%1' 

TOTAL 

lor l-l/4 percent 
Nctea . Series B-1938 

$ 19, 751, 700 
299.901,900 
11,369,900 
11,382, 200 

5 , 644, 300 
2,675,000 

48,763,100 
8,701, 600 
2, 904, 200 

11, 098, 700 
2,1B0,100 
8 , 158, 700 

976,5()() 
$ 433,507,900 

-cOo--

7or 2 peroont 
Nctea. Series B-1942, 

$ 15, 699,900 
255, 410,800 

5, 931,100 
15,035,900 
10,135,800 

2,007,800 
13,002,300 

4 ,251, 100 
10,220, 400 
8 , 163, 900 

959, 700 
613, 200 
7Q3. 99Q 

$ 342,135,800 
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GROUP MEETING Septeaber 14, 1937 
9 :30 a.m. 

Present: 

Ji . t.I .Jr: 

Lochhead: 

Ji .M.Jr: 

Lochhead: 

H.M. Jr: 

Lochhead: 

B.li.Jr: 

Upham: 

H.M. Jr: 

Viner: 

B.li.Jr: 

Gaston: 

llr . Taylor 
llr . llagill 
llr . Gaston 
llr. Uplaaa 
lfiss Roelle 
Dr. Viner 
llr. Lochlaead 
llr. Haaa 
llr. Bell 
llr. Oliphant 
llr . McReynolds 

Well, considering the press is what it is, Herbert, 
I think it's pretty good (Shafroth resignation story) . 

Wher .. is everybod,y? Got aeytbing, Archie? 

Stocks seem to be opening up fairly well. So11e of 
the railroads are up. 

I never ask aey more what the franc is. 

They 1 re still there. 

You're coming in at 10:30, aren' t you? 

10:30. 

It' this meeting won ' t take long, and by the looks ot the 
crowd I don't think it will, you (Upham) can stay after­
wards and I 1ll talk to you about your trip. 

(Nods yes) 

Dr. Viner? 

(Nods nothing) 

(Baas comes in) 

Instead o: having one ot these •Don't Disturb• signa 
about Viner ' s neck, we ought to have •Don' t Ketch lie.• 
Did you hear about hi~ conquest last night? Perfectly 
disgusting . 

I should think so. 
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Viner: 

Tay l or: 

B.II. Jr: 

B. II.Jr: 

Roche: 

Bell: 

Viner: 

Roche : 

B.II. Jr: 

Bell : 

Roche: 

H.t.!. Jr: 
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Still working . 

Did he perform again last night? 

I s t op by - after all, I'm living at the Carlton -
before I go up; I bear loud r aucous voices call me 
into the cocktail room; I go in, have a drink, and 

o9 

I say, "'Nho shall I thank?" Viner says, "Don't 
thank me, because I ' m going to match; I know I won ' t 
pay for it." And I see him this morning and he says, 
"I didn ' t pay for it. " 

Good morning. 

llis s Roche? 

(Bell and Oliphant come in) 

Nothing very special, but we are happy over our 
cancer program and our Institute is getting under 
way . 

I sent the President two or three days ago a complete 
history of everyt hing that ' s been done in all the 
departments on health, at his request . I'm sorry 
for anybody who digests it; it ' s about 400 pages . 
And everything goes - is going along very nicely . 
~e 1 re working out some cooper ative programs with the 
other health people on amendments to t he Social 
Security Act . 

Say anything about economy in it? 

Do you put economy before cancer? 

I 'm all for economy, but pick the places to economize. 

Attaboy , Bell . 

If you've got a chapter on economy I ' ll take a copy . 

Fine; I'm right down your alley these days . 

1Joesn1 t take 400 pages, though, to talk about economy. 

George, under the new Treasury policy I want to see 
how you feel about this. Professor Williams is 
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Baas: 

B. ll .Jr: 

Baas: 

B.M.Jr: 

Roche: 

Haas: 

Roche: 

Taylor: 

B.!.I.Jr: 

Taylor: 

Viner: 

Taylor: 

Viner: 

Taylor : 

Viner: 

Taylor: 

-J-

comiag in here at 10:15 to ask me whether I 
won ' t do the opening deed or break the bottle 
of champagne at his new school on October 10. 
And the a r gument he ' s using for me to come and 
do it - I can try out what I am going to say on 
Nove.mber 10 in New York. But as you know by now, 
I don ' t like to do a half-baked Job. Isn' t it 
going to rush your crowd a little to have that 
ready - a finished Job by October 10? 

October ? 

Tenth. 

Oh, if everything else is sort of status quo I 
can do it easily enough, it seems to me . We can 
do it if you- I mean leave us out; we ' ll do it. 

Well , I wish you' d tell me you couldn' t do it. 

You didn't rise t o that. 

Trouble is with the job , you don't really know what 
it is until you get into it. 

Now that's better . 

You can't say anything approximately on the Harvard 
thing that you can on November 10. 

What? 
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I don't think you can even say approximately tbe same 
thing at the two shows. 

No, the Harvard one is not reported. 

Even so, I don 1 t think you should . 

Why? 

I don' t think it ' s a good thing for you. 

Why? 

Well, one of them bas to do with the opening of a 
school. 
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H.ll. Jr: 

Taylor: 

H.li.Jr: 

Bell: 

H. li.Jr: 

l! .li.Jr: 

llcR: 

B.!l.Jr: 

Haas: 

H.II.Jr: 

Baas: 

Viner: 

H.II.Jr: 

Haas: 

R.M .Jr: 
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No, no, it's the first item in tne program of the 
scnool . 

No, tlley want a talk on fiscal policy. 

Ob. 

?1 

But a lot of tbe same people, and I wouldn't - I 
tbink I better wait and do it a little bit later on. 
I don't want to be rustled. Bell will be away at 
that time and when he comes back I want him to go 
over the whole thing anyway. I'm going to talk on 
Federal spending. 

Ror the Acade~ of Political Science? 

Yes . November 10 . I guess I'd better wait. 
J.hanks, George. You were a big help. 

(McReynolds comes in) 

Are you starting at the Treasury late or on your 
vacation late? 

No, I guess 1 1m late both places, the way the folks 
talk a t home. 

I see. All right. 

Now, you coming 1n at l O:JO, George? 

Yes, sir. 

Harry White lO:JO? 

He tried to get a little more time on that . Bow did 
you work that out (Viner)? 

Well, we •••.• 

Let ' s see w=at he ' s got. Let's take a look at bis 
teeth aeyway . 

He may not have bis quite done. The bill stuff is 
all ready . 

Bills? You all want to rush me so on these bills. 
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Gaston: 
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Oliphant: 

H.U.Jr: 

-s-

Oh, I don't want to rush you. 

I mean t his bill business- I'll listen but I'm 
not in a hurry . 

O. K. I thought that ' s what you had reference to . 

No, I want to get ready for this J:.nglislulan next 
month. But I ' ll listen on the bill thing. I 
mean if it's •. .. . . 

It's all ready when you want it . 

Well , what I wanted to get - I want to get a little 
start on this E.nglish business . 

Herbert? 

I was thinking that you could talk at this Harvard 
thing without using anything so specific as what 
you are planning to use at this Academy of Political 
Science - talk in general terms about management of 
government business. 

Oil, I don't - I 1ve got to soak this thing up because 
this is all original work and I don ' t know how it's 
going to look when I get through. 
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I mean you wouldn't need to use that sort of material 
at all for a little talk at the opening of this Harvard 
school. 

What would you think of talking about problems of 
government admi ni stration? Now certainly the 
department you work in is known all over the country 
because of that aspect. It would be right down 
the alley there - how to run a government department. 

I ' ve agreed to do that later . I•ve agreed to go up 
there a number of times. Now, whether I go there to 
make the opening address or go there a couple times 
l ater in the winter - what ' s the difference? 

Not if you cover the same ground. 

And I've got one hen on now, and that is this question 
of spending, and it will take me a couple months, with 
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B.!II.Jr: 

Gaston: 

Viner: 

• 
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the other work tbat I•ve got, I think, to soak the 
thing through. I mean I•va promised Williams to 
come, but whether I go to the opening • •• • • 

Well , that takes care or it. 

Whether I go to the opening or two months later •• • •• 

Ther e doesn't need to be a great amount of factual 
substance to your appearance at the opening. 

It's not to be a ceremonial. 
to be like the others, pretty 
to be . But it ' s the • •• • 

I mean the address i s 
substantial, supposed 

R.K. J r: It's to the teachers . 

Viner: I think they want to start the opening with a sort 
of bang, but otherwise it will be like any other 
session. In other words, it wou't simply be a few 
words of congratulation tc the school, but it will 
be a presentation of some stuff. 

H.M. Jr: ~hey want some facts. 

Viner: And ideas . 

H.K.Jr: I think we better wait. 

Oliphant:· Well , lf you ' re going to do the administration 
thing later ••••• 

B.lf.Jr: Wbat' s the difference? 

Oliphant: If you•re going to do it later •• • • 

H. K.Jr: They haven ' t even got any students . 

Viner: Be said there would be a few . 

H • .Y.Jr: 

llagill: 

That's too sooa. 
university man? 
some time during 

What do you (Magill) think - a 
1 aean as long as I agreed to go 
the year •• . . • 

I think that ' s enough. I don' t think from your 
point of view- I don't think there's any necessity 
for you to go. 
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Wl:lat? 

I say troa your point ot view I don't think there ' s 
aey necessity tor your going. What they want is a 
headliner at the beginning. 

That's right. 

That's the thing . 

I think I 111 wait . 

Some of that speech up tbere - 1f you were tbinking 
of using the same material I don't think it would be 
a good thing; I agree with Wayne - some ot it would 
certainly leak out regardless of bow off-the-record 
it is . 

And tbey 1d ha ve a montb 1 s chance to work up a n 
answer . 

Yes . 

Wayne? 

This i s this wire that I spoke to you about last 
night from Curtis - ammonium sulphate . 

Well , wha t do you do witb it? 

Well, he ' s made a request which is to the effect 
that "I now urgently request that in view of tile 
1.mportance and seriousness to our clients, the 
order be definitely suspended and not printed until 
their case is represented •• • ••• 

Is be a l awyer? 

Yes . 

Well then, turn it over to 1f1¥ lawyer . 

Their case was full y presented wben the original 
order was put out by Secretary Kills, in fact so 
capably that Secretary Kills got the wrong answer 
out of tbea. 
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Well, you turn it over to my lawyer. 'Rill you 
take care of it? 

Yes, indeed. 

Just tor the record, who is Curtis? 

Be's the forMer Assistant Secretary of the Treasury 
under President Tart, I believe . 

Can you d ascribe b.1lll as a husband of Laurel Curtis? 

Oil, that puts a different angle on it. 

Be doesn't work at that all the time . 

We ' ll get hold of Laurel. 

Anyway, it ' s taken care ot . Got any other good 
things? 

Did your General Counsel speak to you about silver 
last night? 

No. 

Tried to . 

No, it will take tiMe; but you can keep bringing it 
up. 

I do it on llondays, Wednesday~ and Fridays. 

I do things on Tuesdays, Thursdays , and Saturdays . 
lleantime 1 1M gathering s trength. 

And Bernie brings it up every day of the week. 

Bernie who? 

Bernie Bernstein. 

He keeps hounding me about it . 

(5 

I ' ll show you the way we're answering our correspoa­
dence on that so you can bring your policy into lir.e . 
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They're answering some too. 

That's a good one. 

(Hearty laughter) 

This is a good crowd. All right, what have you got besides rubber tires? 

I haven 1 t rubber tires yet. What time are you •••• 
Bow many days - at two o'clock - how many days in time do you have t o put out the bi ds - do you have to bid on them? 

Fourteen. 

I wish you'd bring Herbert Gaston up-to-date on thi s thing. Oliphant doesn't like tires. Be thinks that the United States Post Office can run on flats just as well as on inflated tires. So we ma~ not have any tires. And I think it ' s - I think what s running through my mind is I 1d like Gaston and Oliphant t o talk about it and the possibility of my inviting all of these bidders into this room, where I once took the glass bottle manufacturers, and just serving notice on them - no publicity, but just serving notice on them. Now, if it doesn ' t work then I ' ll talk. But I'll promise you no publicity. I did that With the glass bottle fellows; they all were good and came out friends . 

I thought we might do that before the opening of the bids. 

Before the opening of the bids. Just send for them all; send a wire asking for them all together . 
Would you like ••... • 

Ought to be done before they make .out their bids. 

Well , you ' ve got 14 days; they don't send 1t in until the l as t day . 

Are they present when the bids ere opened - represe~ta­tives of the firms present? 
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MeR: Yes, have a right to be . they usually have a 
representative here . 

Oliphant : I ' ll give you that exact time . 

H.U.Jr: Well , think it over. I can send for these boys and 
say, •If you fellows want to tight, all right, 1 111 
fight, but if you know what ' s good f or you I'd have 

Gaston: 

H.li . Jr: 

Oliphant : 

H.!l.Jr: 

Oliphant: 

H. LI , Jr: 

Oli phant: 

H.I.!.Jr: 

Ol1pb.ant: 

H. M.Jr: 

Ol1pllant: 

a little competition. • And then give them the law, 
read them a law. •Now, if you fellows want to fight 
a knock-down-and-dr ag-out fight , ! 111 fight it out. 
But it ' s simpler for e verybody - just put in a couple 
honest bids. n 

they'll say, "What price do you want? We 1 l l get 
together and talk it over.• 

I don't think so . At leas t I 1d feel that I 1 d put 
them on notice and that they know what I want. And 
there is no other way of their krxnring what I want. 
Now, I•d like to hear what they 've got to say. 

In r ejecting these bids, Peoples says to them tha t 
" they are rejected because of t he indication of lack 
of competition" and that •other people are being 
advised to bid in hopes of getting a wider bidding 
and a lower price. • 

Well, think it over, wil l you? Does that clear you? 

Yes . I have a report - there's some 60 or 80 of 
of those Louisiana cases. 

' What are they, slot machines? 

No, the civil cases remaining after the dismissal 
of the criminal cases . 

Yes . 

And a detailed report of how they stand. I assume 
you are not particularly interested 1.n that report. 
Magill and I wi ll go over i t. 

I f that's suitable to you (Magill) . Any other cases? 

Well , you recall the policy we adopted at the time 
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was that we weren't going - w~s that we were not 
going to settle the cases . 

a .u.Jr: When was that policy adopted? 

Oliphant: Right after the criainal cases were dismissed. 

Taylor: At the time of the "Louisiana Purchase . " 

H.M.Jr: Well, is there aey reason for me to be in on i t? 

Oliphant: No. 

H.M.Jr: What? 

Oliphant: None at all . Just wanted to verify that you didn ' t 
want to follow it. 

B.K. Jr: Well, do we ever settle cases? 

Oliphant: Yes. 

H.M. Jr: What? 

Oliphant : Yes. 

H.U. Jr: We do? 

Megill: (Nods yes) 

B.M.Jr : Well, maybe you and Magill and I better have a 
look at it. ~hat is it, a year and a half, two 
years? Whet? 

Oliphant: About a yea~ and a half . 

B.M.Jr : Why don' t you and llagill talk about it and - I 11ean 
when you fellows clear it, let me talk about i t. 

Oliphant: All r ight. 

H.U. Jr: Huh? 

llagill : 

H.II.Jr: 

Good. Have you seen it? 

No, I don't know a t hing about it, except whet I 
read from Westbrook Pegler . He ' s a neighbor of 
yours, isn1 t be? 
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llaybe . 

Neighbor or sine. 

Well , anyway, take a look at it. l(y mind isn' t clear on it any more, except that I remember t ae 
l ast tbJ.ng tbat happened on the criminal cases . 

I tho~ht the Board or Tax Appeals was going to bear those cases down there in that district, Herman . 

A number or them are r eady for that . 

I understood Dlack was going down and hear them. 

Vlhich Black? 

The <-nairman of' the Board . 

Not the Ku Klux Klanner • 

All right. IVba t else? 

IJo you want to make another date in place or that 
one this afternoon? 

Tomorrow morning. 

Tomorrow morning. Do you want me to speak to you tomorr ow m.orning? 

No, as f'ar as - I have nothing on tomorrow morning. I 1s saving the whole morning. I won't have any starr 
meeting. I may work in the hotel. 

"ell, then ••• • 

Or bave you got a lot or saterial her e? • 
No, I - that ' s easy enough. 

Well, I'll tell you now - 9:)0 toaorrow morning, 
either here or at the hotel. 

There are two matters here, not particul arly vital, 
but I think you' ll be interested in them both . You recall that we bave had some questi on w1 tb respect 

/9 
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to - you raised some ques tion as to the continuance 
of the exempting of corpora tions under the income 
t ax law year aft er year, if it had once been r uled 
that they were exempt. 

You mean char i t y? 

Yes, or ther e are a long list of others. There 
are, what is it, 17 categories , or something of that 
kind - corporations of all sorts. The general prac­
tice seems to be, as f ar as I can find out, that once 
the company has been exempted, a s, a building and loan 
associati on, why, it j ust stays exempt unless somebody 
informs on them or something of that description. 
"o we have been trying to work out some ways and 
means of checking up on those people and seeing if 
their exempt status really has continued . The best 
present thought, which I don ' t t hink is very good, 
but perhaps probably i s the best, i s to send out a 
questionnaire t o these various organizati ons asking 
t hem certain specific facts and gett ing the bal ance 
sheet and income statement from them, with a view 
t o seeing whether t hey still are exempt. 

Now, the one principal reason I 1m bri.nging it up 
here is this ; it's going to be difficult, I think, 
to obviate sendi ng that questi onnaire to s ome organi­
zations which a re un(juestionably exe111pt . I might be 
able to prevent the Commissioner from sending a 
questionnaire to Harvard, but he probably will send 
one to the University of Chi cago. 

Why not ? 

Columbia , or the Rockefeller Foundation. Perhaps he 
should send it t o ever yone ; perhaps you ought not to 
rel y on these •••• 

~by not send them the ordinar y income tax t hings and 
each year they ' ll have to deci de the.mselves whether 
they ought to report or not . 

No, that wouldn' t be so helpful . What we want is 
i~ormation; the income tax return i sn' t going to 
help us a ey. 

Ros, if I may •••• 
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Yes . 

The suggesti on that I make is I would start, say, 
beginning with January 1, 1937, and say nobody is 
exempt, we have withdrawn all exemptions, and they 1 ve 
got to prove they ' re exempt for this year. I'd Just 
cancel all exempti ons for everybody. 

Well, I was thinking or a v ariation of that in 
this letter which we were sending out to them. 

I mean put the burden or proof on them and make 
them prove it each year . 

'Ne had that in mind. 

IJo you want to make it e ach year? I thought we'd 
put i .n this letter that we're making a periodic 
check or these organizations. Should we take the 
view that we want them to establish exemption each 
year? 

'Nhy not further simplify it by saying that we notify 
them that we are withdrawing all exemptions and 
unless they can prove they are exempt they 1 11 have 
to pay a tax for 1937. I ' d Just can~el all exemp­
tions . 

You dOn ' t grant the exemptions; the law grants them, 
doesn't it? 

'Nell, it's interpretation. 

Well , you're - that's a jesuitical way of speaking 
of it . The law does grant the exemptions. 

It 1 s the lega l way . 

You economists are mor P hidebound lawyers than the 
lawyers themselves. 

Some of us still have a little bit of trust i n the 
lawyers. 

The Commissioner is the boy that actually does . 

Then~ statement is right; it 1s by ruling . 
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I think there would be some value in the statistics 
that you•d gather by yearly examination. I think 
those statistics would be worth something. 
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I still think I would cancel everybody's exemption 
and say , nunless you can prove that you are entitled 
to exemption, we expect you to pay a tax for ' 37." 

That's about what we have in mind. I don ' t know 
whether we ought to lead off by saying we ' ve can­
celled all exemptions, because I don't think 
we'll really mean that. Suppose you put it this 
way: that unless they supply information that will 
satisfy us that they are exempt, that then they must 
file a return for 1937. In other words , you want to 
put yourself in a position to put them on notice 
thut if they don ' t answer your questionnaire, 
their exemption is automutically cancelled. Other­
wise we don't get the information. 

I still t hink that my - I still say a notice to 
these organizati ons: "We are very sorry, but for the 
year 1937 all exemptions are withdrawn, and if you 
feel that you are entitled to exemption we wish you'd 
fill out - you ' d give us the following information. " 
Now, if you can get me the same result as that the 
other way around, O.K. 

I ' ll show you later . 

I t hink tor tax policy purposes an annual statement 
from all these corporations would give you some 
infor mation that would be extremely valuable . 

That takes care of Westbrook Pegler's criti cism, 
too, that we haven't got tbe nerve to go after some 
organizati ons . 

I check completely with what Herbert ' s talking about, 
that the ststi.sticll that you would get from making 
them file a return or a statement each year would 
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be extremely valuable . 

(Nods yes) 

That you can do that as a matter or r outine. 

Well, that ' s a - I think it ' s impor tant that it 
should be stated in that way, because I think 
we' r e undoubtedly going to get a big holler f r om 
a number of these organization which doubtless are 
unquestionably exempt. That is, notably a lot of 
the educational i nstitutions - "Why should we have 
to fill all this out?" 

You lllllke an individual do 1t each year to prove Dis 
exemption. 

There is no reason in the world why they shouldn't. 

I think they should. I don't know whether it's 
worth while to make them do it every year. 

Well, do it this year anyway. 

I ' d check up to see what the -what is i t, the 
Bureau of Education? - you may be duplicating 
returns to them . You s ee , a s far as the univer­
sities are concerned, there ere annual statistics -
combined statistics of these universities tha t 
ar e published here, and there may be lots or dupli­
cation. 

Well, the universities, after all- I've mentioned 
them, but after all I think that • s a relatively 
minor aspect. 

We'll talk about it. 

Yes. 

The other thing is this. The League of Na tions 
Fiscal Committee is meeting on October 11 . 

Financial Committee . 

Pardon me? 

Fi nancial Committee. 
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No, the Fiscal Committee of the League. 

Did you sign a letter from Helvering? There's one 
here. 

Just one thing at a time. 

(Secretary signs let ter ) 

Is that a new Committee? 

No, it's a committee always cal led by that name . 
I don't know what the Financial Committee does, 
but the Fiscal Committee deals with taxation, 
deals dth treaties on double· taxation, t ax 
evasi on. 

'llhat about it? 

Our Ameri can representative is Mitchell B. Carroll, 
a New York lawyer, and it never is possible t o 
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tell whether Carroll i s r epresenting General lolotors 
or whether be ' s representing the rlni t ed States 
Treas~y i n his oper ations on the Fi scal Commi ttee; 
pr ima f aci e , it ' s General Motors. Consequently, if 
we really want to exchange ini'ormati on with these 
people, we ought to se.nd over somebody of our own. 
Now, we have sai d to the St a te Departme.nt, we have 
said t o the public too, that we are interested in 
trea ties to eliminate tax eva s i on by exchange of 
ini'ormati on with other governments, and France, Italy, 
and the Netherlands have indicated that they wish to 
proceed with treaties of t hat character - of course, 
Canada t oo. 

I thought summer vaca tion was over. 

(Laughs) I don't get that dirty crack. 

(Laughs) 

No, this is not my trip. 

I know that. I know wha t 1 s coming - King. 

You're quite right. But now, you suggest a good 
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alter native for King . I don't like b.1ll li,)'Self . 

I wasn 1 t being per sonal. I can th1nk of more -
I was - that was nothing personal . 

You weren 1 t talki.ng about King, you were talking 
about Mrs . King. 

(Hearty laughter) 

I don't know whether she ' s 1n on i t . 

This is a good crowd this morn1ng . 

She 1 s the one that's pressing b.111 . 

#ell now - it' s October 11 - well now, it is 
perfectly true; King's case • ••• 

Uay I lnterrupt a minute? Is that committee .the 
one Riefler goes to? 

No. I ' d forgotten about this . Thls i s a third one . 
There ' s the Flnancial, the Economlc, and the Fiscal. 
Thls i s double taxatlon. 

Oh, I see . 

I think on paper King's case is perf ectly sound. 
That is, if we really intend to do a little fishing 
1n this partlcular pond, the way to start out is to 
have someone over there to talk to these fellows in 
preliminary fashion and flnd out what they will agree 
to, and so forth. 

Does Berman want to go? All I know is Berman is 
just going llke this (demonstrating) . 

Is this Eldon King or Senator King? 

Eldon King . 

Bow do you get Carroll off? 

Rub? 

How would you get Carroll off? 
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You can't get Carroll ott. I don't know- I'd l ike 
to get Carroll off, as f ar a s that ' s concerned -
but how to do it I don•t know. I understand Carroll 
gets on ther e by designation of the other aeabers of 
the Coauaittee. 

Bow about Vincent? nouldn ' t he be a good man? 

No. 

What do you want , Ros? 

Well , I want • • •• 

l'lha t do you r ecommend? 

Senator King . 

I r ecommend King, although I do it with the sa.me 
feelings that I dare say the r est of you have. 

Do you want this? Huh? Do you want this? 

\'/ell, someone ought to go; I think that ' s true. I 
don ' t like this - I donlt like to send King over there 
at all, but I don't know who else to send. 

Well, if you want it, O.K. 

Bas anybody else got aey other ideas? 

lly idea would be a member of the Joint Committee 
on Internal Revenue Taxation. 

Oh no, Herbert . 

No? 

No, t hat wouldn' t be any good at all. 

Is he on the staff of the Internal Reve.nue Bureau? 

No, but I don't want Dim on the starr of the Stendard 
Oil Company. 

Bow about Randolph Paul? 
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'Nell, that might work. 

(Nods yes) 

I had auotner suggestion which I thought might -
Beaman. Wasn't he very helpful? 

Yes. I don' t - this isn' t down his a~ey; that's 
the only thing • 
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Well, Ros, you decide 1t and I'm satisfied • . How' a 
that? Just one second . 

Mac, you taken care of? 

(Nods yes) 

Stop around and I ' ll say good-bye . 

Dan? 

Everything ' s O.K. 

Let ' s see a minute - I haven ' t got a very nice 
market today. Let's take a look at it. 

You decide it and I 1m satisfied. 

You know wbere to come 1n the future when you want 
some good suggestions. 
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RE TREASURY BILL PROGRAM September 14, 1937 89 
Present : 

B. !.t.Jr: 
Seltzer : 

R.U.Jr : 

Seltzer: 

B.!.I.Jr: 

Seltzer: 

B. II.Jr: 

Seltzer: 

B.li . Jr : 

Seltzer: 

B. li .Jr: 

Seltzer: 

H.?A.Jr: 

Seltzer: 

llr . Taylor 
llr . Loobbead 
llr . Baas 
Kr . White 
llr. Rietler 
Or . Viner 
llr. Seltzer 

What ' s this? 
That 1s a bill program. 

11:00 a . m. • 

Well , what does it say, what do you recommend? 

Why, I recommend continuing the 273s for two weeks, 
then going to 91-days and June concentrations; start 
the June - start the !.larch concentrations on September 
29 or next week, as you prefer - September 29 gives 
us time enough; and later on issue certificates. 
Well, how you going to do both at the same time? 
You mean certificates and bills? 

No, let's say we stop the 90-days, let ' s say we 
continue to sell 9-months the balance of this month. 

Answer one question: Do you want a December financing 
or not? If you wish to avoid a December financing, 
t hen you would keep on your 9-months bills for two 
weeks and then atert 50 mil l ions of 91-day bills 
and you ' d start the llarch concentrations. 

But I don't want to sell more; I Just want to turn 
over. I don ' t want to sell more t han 50 m.illion a 
week. I don 1 t want to raise a~ new money. 

Well, if you ' re not going to r aise any more money, 
you Just want to turn over your bills. So then 
I would issue only the !larch concentrations. I 
wouldn' t issue your 91-day bills; then, I wouldn't 
replace the 273s . 

Stop the 9-months? 

Yes . 

And replace them with • •• •• 

llarch concentrations . That would save you a little in­
terest. That is, if you issue both series of bills right 
away, it builds up a large cash balance which you don't 
need if you ' re going to have s December finsnoing. 
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Well, it I start the first ot October - October, 
November, December, t hree months - January, February, 
two and a halt- that's five and a halt months . I 
start - that's five and a halt montas 1 bills into 
the 15th or Karch. 

They ' d go very well , 

Do you people think that that is more important than 
supplying the market with a 90-day piece ot paper ? 
I•ve got an alter nate suggestion. As I say, I'm 
not going to spend a lot or time on it today, I 'd 
split it; I 'd sell 25 million of t ax bills into the 
15th of March and 25 million of90-deys . Let ' s get 
90-dey thing going . 

That ' s an awful small i ssue . 

25 million of certifica tes a week •• •• • 

Too ~pensive to handle a 25 million issue. 

Xou lose one of the main advantages of certificates 
if you do it that way. 

Well .. . . 

Not t alki ng about certificates . 

Oh, Just bi lls? 

Talking about two kinds or bills . 

Just calling them by different names - the r egular 
end the tax anticipation. 

Yes. 

Whet do you gain that way? 

Well , kee~tng only 50 million in the market. But 
to split between the two ••••• 

Oh, I see, uh-huh, That ' s possi ble. 

I think that's pretty small . 

Well, I tell you, gentlemen, I'm not ready, I want 
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a week f rom next Monday, see about 
I 1 ve got two weeks. I tllink w e 1 ll 

Except this: it you want 450 million of March 
concentrations and you will want to avoid issui.ng 
extra bills between Thanksgiving and Christmas, 
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as you sllould, then you can' t start your March 
concentrations l ater than September 29, unless you 
want to run into a larger volume of bills - say, 
150 million a week. 

When do I have to start that? 

September 29, your March concentrations, 

You mean offer them on the 27th? 

That ' s right, and date them the 29th. 

Well, I wouldn't have to make up rsry mind on that 
until the 2Jd , 

That ' s right. 

That ' s a l i fetime, Let's put it off until next 
week. Let•s put it off until next week . That's a 
lifeti.me. 

In that memorandum, Mr . Secretary - there ' s some 
his tory in that too . 

I'll read your memorandum. In the meantime, I 1ll 
let the bill business go until next week . And, 
barring something from the White House, we'll take 
up this foreign thing again t omorrow afternoon. 
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TREASURY DEPARTMENT 92 
INTU O I'P1C8: COIIIMU NfCA110N 

oAn September 1~,1937 

TO 

' ·-
Secretory~~nthau 
lolr, Hu~ 

Subj ect: Short-Term Financing Program -- Bills and 
Certificates 

I . Conclusions and Recommendations 

Tne basic pr ogram that would beet meet t he needs of 
both the Treasury and the market, as discussed subsequently 
in this memorandum1 and as adjusted f or the use of C300 mil­
lions of gold, WOU!d appear t o be the following : 

1. Regular weekl.y bills: Continuation of 
tne present seri es ot ~50 millions weekly of 27}- day 
bills f or the issues of September 22 and Septem-
ber 29; and the substitution beginning wi t h the 
issue of October 61 of $50 milli ons weekly of 91- day 
bills in place of t he present series of 273- day 
bills. At the end of 20 weeks or earlier if gold 
i mports or other reasons make ! t desirable , the 
volume or weekly issues of 91- day bills is t o be 
raised t o 0100 milli ons, 

2. Bill concentrations: On each of the nine 
successive l¥edriesd8Ys beginni ng September 29 (or 
September 22) , $50 milli~ns of bi lls will be issued 
to mature in the amounts of $150 millions on Uarch 16, 
$150 millions or $200 millions on l.larch 17 , and 
~150 mill i ons or Sl OO mill i ons on Uaroh 1g, The bill 
concentrations for the mi d-June income- tax collection 
period will consist of seven i ssues of $50 mill i ons 
each , i ssued on t he seven sucoeeeivs Wednesdays be­
ginning with January 5· Similar concentrations will 
be made for the September and December incooe- tax 
payment periods of 1938, starting o~ Uaroh 23 and 
J une 22, respectively. Unless partial redempti ons 
are made of the note issues ma t uring i n Septe~ber 
and December 193g i t may possi bly prove desi r able 
to enlarge t he biil concentrations f or the se income­
tax periods. 
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3• Certificates or indebtedneea: One-year oertif ioates or indebtedness in the amount of ~}00 millions , it is tentatively provided, will be of­
fered on t he 15th or Waroh, June , September, and December ot 193g. 

This basic program is designed to permit a maxi mum of flexibility in application. The volume of outstanding bills and certificat es can be readily increased or dimin­ished by minor alterations. The program is desi gned to satiety the Treasury's abort- term cash needs, as at pres­ent estimated, without undesirable fluctuations in the volume and timing or issues; and it is also designed to meet vari ous techni cal and other requirements which are discussed below. 

The program provi des for the retirement in oaeh, 
without a new financing operati on, or the mid- December 
bill maturities or $450 millions. No new money from bill tseuee is provided tor between Thanksgiving and New Year ' s, this being the seasonal peak period or money market strin­gency. If , however, in view or the cash redemption ot $450 millions or bills in December, conditione favor the i ssue or addi tional bills in this period, it will be possible to redeem in oash t he February note maturity ot $277 milli ons. If a new money financing in December is contemplated, or later appears desirable, relatively minor alt erations in the basi c program would be necessary. Suoh a financing, clght take the form or one- year certificates or indebted­ness and mi ght make provision tor the February note maturity. 

The aoplicatlon or thi s program will permit a speedy outtlow or· the $300 millions or tunds derived fro;:~ t he uee ot gold into bank reserves . It further calls upon deposi­tary banks are suspended until the new gold is used up, and the bill offerings during the next t hree weeks carry the privilege ot !)ayment by War Loan depos i t credit, excess re­serves will be increased by the amount of the cash redemp­t ions or maturing 273- da.Y bills (~150 millions in three weeks) , minus the cash received troc dealers and others 1n payment ot the new bill offerings. I n addition , the ordi­nary excess of expenditures over receipts can be expected to put out more t han G50 millione, and, Judging by r ecent experience , payment t or gold 1nflowe mar easily run over }100 millions dur ing the next three weeke. I t mar be noted that the real seasonal stringency in the money market does 
not usually begin before Thanksgiving. 

93 

Regraded Unclassified



Secretary Worgenthau - 3 

II. Historical Background 

1. Lefal. authorization tor bills and certificates: 
Treasury bi le were first authorized by an amendment to 
the Second Liberty Bond Aot , approved by President Hoover 
on June 17 , 1929. Prior to that date , the only i ns tru-
ment available to the Treasury tor loans maturing in l ess 
than one year was the certificate ot indebtedness. Such 
certificates had been used during the Civil War, were 
authorized anew in 1S9S in connection With the Spanish­
American 'ilar, and were used i n 1907. The Liberty Bond 
Acts and amendments ot the war and post-war period greatly 
expanded the authori'zation tor their use. When authority 
t or the i ssuance of Treasury billa was enact ed in 1929, a 
co~bined limit ot $10 billi ons was placed upon the aggregate 
volume ot certificates and billa to be outstanding at any 
one t ime; and in February 1935, a combined limit or ~20 
billions was enacted tor certificates , bills, and notes. 

2. Nature of certificates of indebtedness : Treasury 
certificates of indebtedness are essentially identical 
with Treasury notes wi t h t hese exceptions: (a) Their 
maturities are limited by law to periods of one year or 
leas, whereas t he maturities of Treasury notes must not 
be lese than 1 year nor more than five years; and (b) the 
i ncome therefrom is fully exempt from inoome taxes by stat­
ute, Whereas t he Secretary or the Treasur y is authorized, 
at his discre t ion, to alter substantially the tax- exemp­
tion privileges of income derived f rom new issues of 
Tr easury notes. Like Treasury notes, certificates of 
indebtedness are usually i ssued only i n bearer form, with 
i nterest coupons attached. 

3· Uses or certificates or indebtedness: Between 
1917 and 1934, inclusive, there was no year in Which t he 
Treasury did not issue substantial amounts of certifi­
cates of i ndebtedness. The great bulk or the issues 
during those years was arranged to mat ure on the quar­
terly tax payment dates, and the certificates so issued 
were receivable in payment or income and profits taxes. 
During the war and early post- war years, however, and 
again in 1932, certificates were also used as short-term 
loan instruments , without reference to tax- payment dates , 
and when eo used, t hey 11ere not receivable tor taxes. 
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During t he decade of the Twenties , new certificates 
we r e generally~sued on the 15th of March, June , Septem­
ber, and December of each year to cover the needs of the 
Treasury for the enau1n g quarter and sometimes to refund 
port of the maturing debt. Payment by bank aubecr1bera 
was generally accepted in the form of deposit credit. In 
consequence , the Treasury, in effect , made a free l oan to 
the money marke t for several days at tax payment periods 
because the maturing certificates were redeemed in cash, 
(when the new issues were not paid for by exchanges) , 
whereas payment for the new certificates was not collected 
fro~ the banks exceot as calls were made. This was of 
great assistance to-the money market, though at times of 
considerable inconvenience to the Tr easury. 

~. Deficienci es of certlf'ioatea of indebtedness: 
~1le certificates of indebtedness constituted an extremely 
useful instrument of short-term Treasury finance, they were 
not entirely satisfactory tor all short- term pur~oaea: 

( a ) When issued to mature at quarterly tax 
dat es in amounts sufficient t o provide tor t he 
entire excess of ordinary expendi tures over 
receipts during t he following quarter, the certif­
icates naturally provided a l arger volume of funds 
than could be used i omediately. During periods of 
relatively high short-term inter est rates, this 
resulted in substantial interest expense on idle 
funds . Tnie exoenee was somewhat reduced by the 
fact that the GOvernment usually received 2 percent 
interest on its deooeite with the banks. Today the 
law f orbids the paYment of such interest on demand 
deposits. 

(b) The fact that the certificates matured on 
the fifteenth of the month, whereas a large part of 
the cheoke representing tax collections was not 
finally cleared tor several days thereaf ter, 
obliged ~1e Treasury to borrow temporarily from the 
Federal Reserve banka on one- day oertitioates of 
indebtedness , which were renewed in part for several 
days and to oay intereat on thia temporary borrow­
ing in addition to the intereat ~n the newly issued 
securities. To the extant that new iasues of cer­
tificates were made for exchange subscription , there 
was no such additional temporary drain on the 
Treasury' a cash resources. 
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(c) It was sometimes difficult to fix a coupon 
rate accurately adjus t ed to market conditions, 

(d) At times many banks subscribed tor the 
certificates matniy because of the deposit privilege; 
a privilege which was sufficiently valuable in 
periods of high money rates to encourage some bank& 
to subscribe tor the certitioates even though they 
expected to s ell them at a discount immediately. 
When, in consequence ot bunched selling from this 
source, the market price of newly- issued certificates 
declined below par temporarily, t his was interpreted 
1n some quarters as a reflection upon the Government ' s 
credit. 

5· Usee of Treasuraf bills: The employment or 
Treasury bills i n parti substitution tor oertiticates of 
indebt edness had a number of advantages. 

(a) The sale of the billa through competitive 
bidding enabled the Treasury to en joy the lowest 
interest rates consistent with market conditione , 
~~d eliminated the problem of determining the 
interest rate in advance. While certificates of 
indebtednesa may also be sold on t he competitive 
bid basis, the established practice of the market 
witness our competitive offerings of small amounts 
ot Treasury bonds during 1935 -- is not favorable 
to such sales, at a premium, of fixed coupon 
Government obligations, 

(b) Because of the ready market in New York 
fo r short-term diecount obligations, the issuance 
ot billa oan be timed t o coincide very accura~ely 
With the need tor funds , thus avoiding the payment 
of interest on funds borroned in advance. 

(c) When used for i noom&-tax payment periods, 
the maturities can.be timed t~ correspond closely 
to the final collection of income taxes instead of 
being confined to the nominal date of tax payments. 

(d) The sui tabill ty of Treasury bills tor weekly 
offerings and maturities enables the Treasury to tap 
some funds that would not be il'lvested in eecut'i ties 
issued and maturing less f r equently, 
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(e) When ehort-te~ borrowing is confined to 
fixed quarterly dates, the Treasury sometimes is 
forced t o borrow at high r ates ln periods of t emporary 
aarket stringency. The availabili ty of bills permi t s 
t he Treasury to postpone large aoale short- term bor­
rowing during such periods and t o obtain its funds 
through small weekly issues over a longer peri od, dur­
ing which the market stringency may disappear. 

6. Advanta 
The Joint use o 
t ain advantages , 
not possessed by 

The market f or Tr ea sury bills i s lar gely confined to 
!lew York, whereas a broader marke t exists for fixed- interest 
obligations offered at par. Interior banks and non- ban.king 
1nat1 tutiona do not coGIIllonly part .icipat e in competitive 
bi dding f or Treasury bills; and they do not commonly pur­
obese sizeable amounts of t hese bills on secondary dilltribu­
tion because they prefer securities bearing a f ixed interest 
coupon to discount obligations. 

The Treasury could afford to i gnore these fact s between 1934 and recent months because the volume of excess reserves 
was so great t hat the resources of t he New York banks, 
swollen by abnoraally large correspondent bank balances, 
were sufficient t o meet without strain virtually all of the 
Treasury' s demands for very short-term funds (one year or 
less) . I n recent months, however, by reason of t he 
i ncreases i n reserve requir ements and commercial l oan 
expansi on, the excess reserves of the !leY/ York banks have 
on several occasions declined to uncomfortably low levels, 
and this situation threatens to become far more acute 
this fall . Interior banks , on t he other hand, still poe­
sese r elati vely large amounts or exoeea r eserves; and, 
f r om a banking standpoint , it would be wholesome if such 
banks were encouraged to increaoe their holdings of ehort­
terg Governaent obligations. Certificates of indebtedness, 
for reasons previously advanced, are more a t tractive to 
these banks than Treasury bills. 

The like is true , t hough i n lesser degree , of non­
banking corporations t hat desire short- term Government 
obligations in anticipation of tax payments and for other 
temporary purposes. The usefulness of certificates for 
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the tax payment requirements of taxpayers is not inherently 
greater than that of Treasury bills , but , in practice, 
they have apparently proved more popular for this purpose. 
The physical certificates have not actually been tendered 
in direct payment or t axes in substantial quant i ties , 
but t he deposi t of these cert ificates with banks for col­
lection on tax payment dates has enabled coroorat ione to 
dr aw against the proceeds; and therefore the· certificates 
accomplish this purpose even though few of them are 
physically tendered in payment of taxee. 

The accompanying chart indicates t he relatively 
greater attractiveness of Trea.sury certificates over Treas­
ury bills tor interior banks and non-banking purchasers 
during the years 193o-19;4 inclusive , when both certifi­
cates and bills were outstanding i n the hands of the public. 

The J oint use of certificates and bills adds to the 
flexibility of short- term Treasury f~nancing. Although the 
bill as such is a more flexible instrument than the certi­
ficate , and can better be used to adJust the week- to- week 
needs of t he Treasury, a broader market exists for certi­
ficates . Further, the market is not likely t o be as 
receptive to a large singl e iesue of bills, say $500 
millions, as to such an issue of oertificates -- the 
marke t for bills being eo largely restricted to short-
term banking funds in Uew York. In periods of exceptional 
ease i n the money market , therefore, certificates can be 
used to obtain a relatively large volume of funds at 
attractive rates . Likewise , the certificate is pecu.liarly 
well suited t o r aising a large acoun~ or aoney in an emer­
gency. Finally, since a significant part or the short­
te~ debt is quasi- permanent i n character, the broad mar­
ket for certificates makes t he us e of t he latter convenient 
for part of the short- term debt. 

The Joint use of certificates and bills also greatly 
diminishes the inconvenience attaching to the use or cer­
tificates alone for tax payment periods. If only half or 
lese or the quarterly concentrations of maturities at tax 
payment neriods consists of certificates maturing on the 
fifteenth of a tax- nayment month, and all~ the concen­
trated bill maturities are confined to the several follow­
ing days, t he teaporary accommodation that might be required 
by the Treasury i s greatly reduced or eliminated. Further, 
to the extent that new securities are accepted in exchange 
tor maturing certificates , no drain on Treasury oaeb takes 
place. 
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III. Proposed Bill and Certitioate Progrl! 

1. Regul~r weekly bills: Continuation ot the pres­
ent series ot50 1111.llions weekly ot 273-daY bi lls tor the 
issues ot September 22 and September 29 : and the substitu­
tion beginning w1 th the issue ot October 6, ot $50 millions 
weekly ot 91-day bills in place ot the present series ot 
273-daY bills . At the end ot 20 weeks, or earlier it gold 
imports or other reasons make it desirable, the volume ot 
weekly issues ot 91-day bills is to be raised to $100 mil­
lions . 

To achieve t he same volume ot outstanding bills 
by means ot 91-day maturities as is achieved by the 
present series ot 273-day bills -- $1,950 millions -- , 
would require weelt1y issues ot $150 millions. It 
additional bill issues were offered tor quarterly 
concentrations, the aggregate weekly issues during 
certain weeks would rise above $150 millions by the 
amounts ot such additional bills. The proposed program 
calls tor maximum weekly issues ot $150 millions (this 
volume may not be reached until Uarcp 23) , ot which 
only $100 millions would consist ot 91- day bills. 
The proposed program, therefore, calls tor the eventual 
substitution ot an aggregate outstanding voluce ot 
$1,300 millions ot 91- day bills tor the present out­
standing volume ot $1,950 millions ot 273-day bills. 

It, however, 91-day billa were issued in the 
amount ot $100 millions weekly at the outset, the 
Treasury would be raising $650 millions ot new oash 
from this source duri~ the next 13 weeks plus the 
amount ot new oaeh C$450 milli ons) to be provi ded by 
the mid-Karch bill concentrations, an aggr egate 
amount ot new money substantially greater than is now 
estimated to be required, 

By inaugurating the 91-day eeries ln the amount 
ot $50 millions weekly tor the first twenty weeke, and 
ottering the quarterly bill concentrations cit ed below, 
the Treasury Will raise only the 1111cunt ot new caeh 
now estimated to be required. At the same time, the 
tact that the inauguration ot the series ot shorter 
bill maturitiee is not accompanied by an increase ln 
the volume ot r egular weekly issues is llkely to be 
favorably received by the market. 
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2. Bill concentratioBe: On each ot the nine eucoee­
eive Wedneedi:re beginn1ngeptember 29 (or September 22) , 
$50 million• or bi lla will be ieeued to mature in the 
amounts or $150 millions on !larch 16, •150 millions or $200 
millions on March 17, and $150 millions or $100 millions on 
March 18. The bill ooncentra tione tor the mid-June income­
tax collection peri od will consist or seven issues or $50 
mi llion& each ieeued on the seven successi ve Wednesdays be­
ginning with January 5 . Similar concentrati ons will be 
made ror the September and December income- tax payment 
periods or 1938, starting on Karoh 23 and June 22, respec­
tively. Unless partial redempti ons are made ot the note 
issues maturing 1n September and December 193S, 1t may 
possibly prove desirable t o enlarge the bill concentrations 
ror these income-tax periods. 

It ie proooeed to i naugurate t he additional 
series or $50 ~llions weekly ror the Karch 193S 
income-tax concentrations at leaet ae early ae 
September 29 t or two r easons: (a) A concentration 
as large as $450 millions ie desirable ror money 
market purposes because or the large income-tax col­
lections expected i n Uaroh; and (b) it is desirable 
t o avoid extra bill isaues between Thanksgiving and 
Christmas, this being t he eeaeon or maximum currency 
demand and greatest strain on the New York money 
market. 
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The quarterly bi ll concentrati ons r or the r emain­
ing three income- tax periods in the calendar :rear 1938 
are tentatively proposed in the amount or $350 milli ons 
each and the dates are so arr anged as to avoid such 
i eeuee during the weeks i mmediately pr eceding the 
quarterly financing dates. 

3. Certiticates ot i ndebtedness: One-year certiri­
cates or indebtedness 1n the amount ot $300 mill i ons, it 
is tentatively provided, wi ll be or rered on the 15th ot 
Uarch, June, September, and December or 1938. 

The proposed amount -- $300 millions -- or the 
iaeues ot certiricates ot indebtedness , as well ae 
the use or certiticates at all on quarterly tinancing 
dates, are tentative, though such a pr ogram would 
appear reasonable at the moment. 
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Offerings of oerti f1oatsa of indebtedneea more 
frequently than quarterly do not appear to be advis­
able under ordinary c1roumstancea. It would hardly 
s eem desirable to bring into play the whole machin­
ery of a loan by popular subscription for amounts 
less than $300 millions. If smaller offerings were 
made at par, the probabil1 ty is that the allotment a 
to subscribers would be exceedingly small. If 
smaller offerings were made on a competitive- bid 
basis , but at not less than par, the wider distribu­
tion, which is one of the principal advantages of 
certificates , would be sacrificed; and the i nertia 
of established market practices would have to be 
overcome. 

~. Aggr~ate volume ot bills and certificates: The 
pr ogram as a ole provides for a maxllllll.lll volnna of out­
standing bills during the next six months approximating 
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the volume ot bills now outstanding. Eventually, the aggre­
gate bill volume will vary between $1, 650 millions and 
~2,000 millions; and the certir!cate volume, it four issues 
or certificates ot $}00 millions each are outstanding, will 
be $1,200 millions. 

As previously implied, the amounts cited in the tore­
going par agraph are by no means rigid; for the program as 
a whole lends itself to great flexibility. It, tor example, 
t he cash demands arising out of the gold eter1li zation pro­
gra:n rise above the $75 millions a month tentat1 vely pro­
vided tor in Ur. Bell ' s cash position estimates, the addi­
tional demands oould easily be met either by inaugura ting 
earl ier the rise from $50 millions to $100 millions in t he 
weekly issues ot 91-day bills, or by raising the amounts 
of quarterly bill conoentrati ons, or by increasi ng the pro­
posed certificate i ssues. Li kewise, the aggregate volume 
of bills and certificates could be reduced, it desired, by 
such means as delaying the jump f rom $50 millions to $100 
millions 1n the weekly issues of 91- day bills, eliminating 
one or more certificate issues, and reduci ng the maturity 
of t hP. . bills issued f9r quart erly maturity ooncentr at1one 
troa ~-6 months to 1~-3 months. • 

5. MonfS market va. Treae~Y co~v,nience at gyarl!rlr tax dates:e great concentra on creasury tax oo eo­
tiona in the middle of Uarch, June, September, and December 
or each year would result in the temporary w1 thdrawal of 
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very large amounts or tunds trom the money marltet at thete 
periods unless such Withdrawals were ottset by substantially 
equal Treasury d1sburuments. Likewise, the payment ot 
interest and principal on publ ic debt obligations would 
cause sudden and large temporary additions to money market 
tunds unless these payments were largely concentrated a t 
t~-collect1on periods. 

The Treasury has usually reoogni~ed the desirability 
ot avoiding these sources or disturbance to the money mar­
ket by scheduling most or its interest and principal pay­
mente tor the tour peak income-tax collection periods. 
While Reserve bank operations coul d mitigate these fluctu­
ations in the absence or appropriate timing by the Treasury, 
there appears to be no eutticient ~eason why the Treaaury-­
should not adjust its operati ons t o minimi~e disturbance to 
t he money market. 

The bill and oertiticate program here proposed would 
ultimately ~rovide regular quarterly maturities at tax-payment 
periods or ~650 millions, wh1oh would appear to be ample, 
particularly when account is taken or our quarterly interest 
disbursements. Until the oertit1oate program is tully under 
way, however, it may prove desirable to increase the bill con­
centrations, or, it circumstances permit, to redeem portions 
or maturing note issues in cash. 

As has been previously indicated, the chiet inconvenience 
encountered by the Treasury i n arranging its short-term matur­
ities to coincide w1 t h tax- payment periods arises when the 
maturities are s cheduled tor the titteenth or the month; tor 
a large part or the tax collections do not become available 
tor sever~l days thereafter. The program here recommended 
meets this dittioulty in part by scheduling the quarterly 
bill maturities tor the 16th, 17th, and l$th or tax-payment 
months, leaVing only the certitioates to mature on the titteenth. 

Further, whenever the cash redemption or the entire 
volume or maturing certificates i s not estimated to be re­
quired to meet money market Withdrawals, exchange subecrip­
tions to t he new ~esue or certitioatee may be inVited or 
allotted 1n stated amounts. Such exchange allotmente Wil l 
correspondingly reduce the Treasury ' s cash disbursements on 
the t1 tteenth. 
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It, nevertheless, a tew days' shortage ot oash de­
velops, resort could be had again to the praotioe often 
used in previous years: The sale ot one-day certificates 
ot indebtedness, renews~ in diminishing amounts tor sev­
eral days, Although the law now forbids the direct pur­
chase ot Government securities from the Treasury by the 
Federal Reserve banks, it does not forbid the Reserve 
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banks from acting as the Treasury's agent in the sale ot 
obligations to other banks. A few New York banks could 
confidently be e~eoted to take all suoh one-day certifi­
cates ot indebtedness that might be ottered. Indeed, the 
Federal Reserve Bank ot New York formerly sold participa­
tions in the one-day certificates that it purchased from the 
Treasury. 

Another method of meeting the lag ~etween certificate 
mat urities and final clearance ot checks representing tax 
collections would be to deposit gold certificates issued 
against tree gold in the General Fund and gold in the I n­
active Aocount or Stabilization Fund with the Federal Reserve 
banks tor a few days, reacquiring these certificates and 
replacing the gold in the various funds when the tax collec­
t ions became available. 

Finally, the certificates themselves could be issued 
to mature on the 17th or lSth of t he tax-payment months. 
It such issues were not made fully receivable at par plus 
full interest in payment of taxes due on the 15th (this is 
in the discretion of the Secretary) , the tax-payment use of 
certificates would be somewhat reduced. It they were made 
full y r eceivable, the Treasury would be paying a few days ' 
extra interest on that portion ot the certificates which is 
turned in for payment ot taxes due on the 15th. 

Attaohmept 

' 
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S.ptember 1.4, 1937. 

SURVEI OF tHE B!!l!MU OF Ilft'I!!!!!AL !UiVfi!luE. 

Tbe following pla.ll is aub.itted for the ourny of tbe Bureau ot 

Interll41 Revenue to be conducted by Jlr. GraYea at the Secretary'• 

directiODI 

1.-Purpose. 

Tbe purpose of tbe BurYe7 rll.l be to develop, ao 
far as poasible, wqs and liNDa to iaprove the Bureau's 
organbation and .. tbodl of aclaWatration, with a view 
to the followillg resul t11 

(a) Tbe lowest practicable costa ot aclaWstration; 

(b) 'fbe aoat expeditious and equitable possible de­
tenlina tion of tax lla blli t:n 

(c) J. reduction of litigation; and 

(d) J. minimum of tax evasion and avoidance. 

2.--scope, 

Tbe study rll.l extend to all tbe unite and divisions 
ot the Bureau 1n Washington and to Collector' a offices, tbe 
ortioea ot tb6 M!venue Agents 1n Charge, and other field 
activities. It rlll contellplate an &umination ot tbe pro­
cedures followed 1n eacb unit and subdivision as an entit7, 
and also its reletlonsblpa to aesoclated unite. In a atud7 
ot tbe procedures and ~~eebanics of ada1n1etration, a review 
ot &acb t,.pe of tax abould be undertaken, troa tbe tills ot 
filing the r eturn untu tb6 ultlllate cloliJIC of the case, 
tn order to detect any overlapping operation• betweeo dif­
ferent units, any unnecess&r7 and repetitious steps, and 
an;v points of congestion wblcb aaa;v exist. The principle 
of decentralization 1n the adllinlstration of tb6 revenue 
11\ws ae exellplitied by the exper11lent now being conducted 
at Cleveland, Dallas, San Francisco, and lew York will be 
tull;v explored. Particular attention will be p&ld to the 
assignment or the personnel to tbeir rsspeot.!n duties, 
with a Ti ew to tbe reusic-nt or other proper dlapoaitlon 
ot any wbo aay not be profitabl7 •plo7ed. 
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3.=-'ec,wn'a•. 
! be Co.aheioner will aaaf.&n to llr. Grana at hie 

request experienc.d personnel selected !l-oll tbe lle't'Vel 
dirlaiona and field acenciee ot tbe Buraau to aeaiat h1a 
1n ulr1ng tt.. BUrY8J. !be initial phase will be to COD­
struct, by tbe • plo7'18nt of this personnel, an accurate 
picture or tbe operatione carried on 1n tbe Bureeu aDd 
its field offices 1n sufficient detail to facilitate a 
thorough UDdereun\dSne; or tbe present organ1t.at1on and 
ot the present procedures ot all unite, eubdirlsions, 
and field offices. The second phase wlll be, after con­
ference wi tb unit and di rtsion beads and wi tb f ield or­
ricers 1n cbarr;e, to ll&lce a critical anal;yeia or the 
organization and the methods of tuaineee emplo;yed 1n 
each unit, oubdiviaion, and field office, looldng to 
such changes 1n orr;anization or procedures ae aay sea 
to be neceaaar;y to accO!Iplisb the objects &boTe stated. 

4 .• -Recollllepdatione, 

llr. GraTeS will 1n no case undertake to exercise 
any adll.in1stratin functions, except u may be requested 
by the Collllliseioner. From time to time be ~<"ill sut.it 
directl;y to the C~saioner, for such action ae tbe Coa­
aisaioner aay consider appropriate, recoeendationa re­
lating to details ot the Bureau' s internal ad•lnletration. 
Rec01Clendat1ons relating to aattara ot departJoental polic;y 
will be sutaitted 1n writing to the Secretar;y, tllrough the 
UDder Secretar;y 1 but 1n an;y such case llr. Grana will 
1\lll;y adrlae the C~esioner with respect thereto, and 
t\1rnish b1a a cop;y ot his written reca-endation. 
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RE llAT'l'ERS TO BE DISCUSSED 
WITH SIR FREDERICK PHILLIPS 

September 141 19)7 
10: 35 !l·lll· 

Present : 

White: 

H.li.Jr: 

\Vhlte: 

H.M. Jr : 

Locbhead: 

Taylor : 

H.M. Jr: 

Kr . Taylor 
Kr. Locbhead 
Kr. Haas 
Mr. White 
lo!r. Riefler 
Dr . Viner 

(Presenting att ached memorandum) There is the third 
sheet coming; that will be preceded by an index 
which will tell you whatever there is in a complete 
folder . '!:here wi~l be a memorandum on each point 
and a pertinent paper, all arranged conveniently so 
you can put your finger on it. 

Has anybody else seen it? 

\Yell, they 1 ve seen the gist of it. 

Well, I 1ll read it out loud. 

"Suggested agenda for conversations between 
Secretary and Sir Frederick Phillips . n 

Has this fellow Butterworth showed up? 

No, we baven•t beard from him. I thought we ' d bear 
from b1m today . Generally bounces directly over here 
from there . 

I called up yester day and they don•t know whether be' s 
arriving today or tomorrow. 

" (a) Does the British Troasury conte~~late any pro­
grrm designed to increase the monetary use ot gold?~ 

"(b) British Treasury opinion of the extent to which 
centr al banks sho~d keep balances in other countries 
in excess of their commercial needs and the condi tions 
under .IIllich central banks abo~d 1.nvest in the secur­
i t i es of other goveraaents . 

"Th.is was the subject matter of our letter to 
Switzerland . The Bri t i sh Treasury has indicated 
its general atti tude, but it might be worth while 
to r eopen the subject as a means of reopening the 
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whole gold question. 

•(c) Desirability of promoting the principle 
among 1 club members ' that a high gold reserve 
should be maintained against deposits of 
foreigners . 
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"(d) Promotion of the pri nciple that banks in the 
1 club 1 countri es should be required to keep larger 
cash reserves, thereby relieving the treasuries of 
some of t he burden of sterilizi ng gold . • 

Don' t some of these overlap? 

No . Thera is a little difference between the third 
and the second . There is some overlapping, but they 
do raise certain questions •• .••• 

"(e) l!.xploring the possibility of making gold loans 
to countries in need of gol d reserves - e.g ., the 
recent Brazilian transaction wi th the United States .• 

I take excepti on to t hat. You 1 re stepping out; that ' s 
their gold. 

"(f) Trade agreement 'ifi th United Kingdom and 
Dominions as a means toward aiding the redistribution 
of gold holdings . 

"(g) What is the opinion of the Br iti sh Treasury 
of the prospect of additional hoarding of gold by 
the people of British India? 

•2. Atti tude of the British Treasury toward the 
existi ng upward trend in world gold production. 

"Does the British Treasury feel that world gold 
production should be curtailed? If so, by what 
means? Uid the discussion of gold at the Imperial 
Conference go very deeply into this matter? 

n J . Examination of the possible measures to r educe 
the supply of gold. 

" (a) The advantages and disadvantages of a simul­
taneous reduction in the price of gold as a means 
of reducing the supply, compared wi tb the advantages 
and disadvantages of r estri ction on the physical 
output t hroU&b international agreement. 
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"!b) British Treasury attitude toward sale of 
Russian gold on the London Market . Does the 
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British Treasury feel there should be any restric­
tions on the sale of such gold in either the English 
or the Ameri can market? What is the British Trenaury ' s 
view wi th respect to gold production in Russia?" 

There's a third page. (Leaves· to get it) 

"4· Prospects for continuation and expansion of 
the tripartite understanding. 

"{a) hxcbange of information. 

"(1 1 ) Explore the possibilities of exchange of 
information with the British Treasury with respect 
to international capital moveMents . 

"(2 ' ) Excl:l.a.nge, either on an informal a nd confiden­
tial basis or in some more formalized fashion, of 
tax information to prevent tax evasion and avoidance. 

"(3 1 ) The possibiliti es of exchanging information 
With· r espect to t he movement of Japan's sterling 
and dollar balances. 

"(4 1) The British Treasury' s estimates of the amount 
of hoarded gold remaining in England, 

(White returns) 

Now, you've got a lot of stuff here, but I think it ' s 
got to be kind of reshuffled • 

Yes . Well , that ... .. 

I mean I think you've got - your s ubjects aren ' t 
necessar ily all falling in the same classification. 

The order and shuffling they hadn' t discussed, but •••• • 

Vlell now, just to throw something in, I think the 
easiest thing to start on would be - I 1d make it 
One - "Continuation and Expansion of Tripartite 
Understanding." I think that that would be the 
easiest thing to - I'm just offering that; what do 
you people think? I mean now I think I could start 
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off by saying tha t I think the tripartite 
agreement bas worked beautifully, etc . , and 
can we add to its usefulness. I mean sort of 
ease into that thing first. 
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Now, what- I'm willing -I'll listen. l'louldn't 
that be the easiest thing as far as we're concerned? 
"It's gone fine" etc. - what we have done with 
Switzerland, so forth and so on. I mean Just sort 
of ease into the thing with the tripartite agreement. 

Do you want to glance at the remainder before you 
make that decision (presenting third and fourth 
pages)? - ---(Reads remainder silently) 

I still say after reading that that I - I mea.n I 
bring it up tha t I think the tripartite agreement, 
the success of it, and then any possible discussion 
of wha t might affect it -that' s the • • • • 

And many of these will fall into that pattern. 

I mean what migb.t affect it. 

ibat 1 s your next one, isn't it? 

World war, those different things that might affect 
it. What can we do to guard the tripartite agreement 
against possible attacks? So forth and so on. 
Then I can say, "Bow about France?" •Should we 
look for a ny addi t ional members?• Or, possible 
extension of other members, or the exclusion of 
members. I mean I think that tha t would be certainly -
take a full day; and it would be the easiest way, the 
least controversial. Say, how do they feel about 
France? I mean I ' ~ thinking out loud at you gentle­
men; I ' m not coming to any conclusions . 

I think that's a natural opening for discussion -
that is, the arrangements we have with them now­
something on which we have a legitimate reason to 
keep on talking w1 th them. I think it 1 s a good 
opening . 

I get t he idea here, looking over this, that we 
ought to send over whatever our f i nal a genda is t o 
the Stat~ Department foran O.K. Some of the things 
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here are very definitely,, ••• 

Well, I told llr . Hull last night that befor e I 
started I expect to sit down with him, and he ' s 
very anxi ous that I sit down with him. I expect 
to sit down with the President and go over thts 
thing. So Mr. Hull is very anxious to personally 
go over this thing witb me. 

(Nods approval) 

The President - I don' t know whether be will or 
will not . But Mr . Hull is. I was Just sort of 
chatting with him l ast night; and, a s I say, you 
wa nt to bear in mind tha t llr . Hull asked me to 
help in our d iscussions at different times with the 
trade trea ty . 

But I think wha t you people ought to do is to 
take this thing and rearrange i t on the tripartite 
agreement, past, present, and future; and the 
various things that Harry ' s got - let it f all into 
that. 

Then I think - am I going too fast? I don't mean 
for him, I mean for you f el lows, your brains. 

You would.n ' t build it all around that. You mean 
there woul d be a second •••• 

lben the second thing - then I think the second 
thing tha t would come up is , What is the future of 
gold? 

That ' s a tripartite problem too . I ' d make it Just 
all lead out; it will be made to do so naturally. 

But I think - if I may Just finish - I think under 
gold, t hen Just list the various things: Do you 
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want to l ook at gold from the question of control 
or world production? Do you want to look a t it from 
the question of purchase through central banks, 
considering gold a s a monetary metal, and possibility 
of letting excess over and above monetary metal seek 
its own level - two prices of gold? Thenunder that 
would come - under that would fall Russia . But I 
think this whole question of gold ... Then under that 
would come the various ways: our sterilizati on of gold 
and their sterilization; the r eserves - hundred percent 
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reserves a gains t gold deposits - I mean agai.nst 
forei&n deposits; making other countries carrr gold 
as a monetarr stock . That whole question, all or 
those things - I don' t tRink tR&t•s so much tri­
parti te as it would come under the beading or gold 
and various methods which have been suggested. 

And the same thing would app!r to silver. The London 
Silver Agreement expires. What about our Silver 
Purchase Act? When does that expire? 

Has no expirati on date . The present proclamation 
on the purchase of newlr-mined expires the end or 
this rear. 

~oes that mean t he proclamation expir es? Could he 
extend tha t? 

Oh res. 

That isn't clear . I 1d like t hat - I mean that 
isn't clear in my mind . 

Well, there is a memorandum on it. 

I know. 

What a bout the Silver Agr eement? That expires, 
- doesn' t it? 

I think we ought to R& ve that data - those data • 

We have. 

•nd how we feel about that . Then Japanese gold would 
come into it, and then the question of Chinese­
Japanese \Yar and Chinese si lver in Hongkong. I mean 
I think that all would fall into place. 

I think i f he doesn ' t have much - I think it would 
be a courteous thing if we could give him a sort 
of memorandum, sar this sort or t hing, to discuss, 
so he'd be R&ving a little cR&nce to be thinking 
about it in advance. But I think that has got to 
be r escrambled, Harrr . 

Do you want to include di scussion of gold wi th silver 
at the same time? 
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Yes. After all, the whole question- the question 
of a world market in gold is London, Bo111bay, and 
Bongltong, isn' t it? 

Silver. 

I mean silver. And the purchasing power is 
unimpeded - I mean they have s eved the situation 
as f ar as world silver goes . And as we discuss 
this thing, Vlayne - I don ' t know what you've got 
in mind, but that will sort of fall •• •• • 

We 1 ve got one question on the silver thing that 
bas to be answered right away. 

What's that? 

It has to do with how long we will a llow let' s say 
what we Wi11 consider to be newl y-mined, or newly­
mined s i lver - if we decide tha t it is any s11ver 
which was mined up to midnight, December Jl, 1937 , 
then we do away with all the various questions which 
can come up before that. If we try to cut it oft now 
and say it has to be delivered, why, then we •re right 
in the middle of it. 

I 1ll say •a~ined . " 

0 .1{. 

Because I can' t handle it. 

That 's a 4uestion tha t could come up independently 
of this . 

This has notAing to do with it . This is what the 
silver boys. .. . We•ve got an opinion that ' s coming 
up to you which I'll clear some time today. But 
we ought to get that out of the way 1mmediate1y. It 
we don't do 1 t the t way, wey, God knows what will 
happen. · 

\'/ell, I don' t th1.nlt there's any - I should think that 
would be the answer. I mean we can 1 t handle it any 
other way . 

We can 1 t do anything else about 1t . 
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Does the President ' s proclamation end the fir st 
ot January? 

Yes, and some time between now and the first or 
.January 1 wily, we•ve got to have an answer to that. 
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If we clon1 t answer it now, tile President's going to 
have t o answer it within a week, so I think • • • • • 

Well, I would say offhand that that would be the way 
to handle it. 

We 've got a legal opinion to the effect that you can 
handle it that way. 

All right. Well, you wouldn't have that ready by 
Cabinet, would you? 

Yes. 

Vlhat ? 

Yes . 

All right. Today 1 s Cabinet. 

Well , I'll get - it ' s on the way to my desk now and 
I ' ll shoot 1t 1n to you, because I think it is quite 
illlportant tba t it should be bandl.ed . 

Now, I think this - this is the first draft , isn ' t it? 

Yes , that's Just a tentative draft . 

What I would suggest on this thing ·- if you gentlemen 
could go into a room somewhere and rearrange this 
thing. Now, if you see this thing along the lines 
that I have suggested - now, are we all thinking the 
same? 

What we would like to know is, do you approve of the 
kind of r ange ot topics for conversation? 

Yes , 

You are willing to talk about these things. 

Yes. 
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We think you should, but we didn't know . 

Yes . 

Then we have made definite progress. We wanted 
to know that. 

Absolutely . But I think that this thi.ng - !'a 
not going to be rushed, and I think that fellow, 
~ir Frederick Phillips, when he sees what we want 
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to talk about - I think he ' ll be anxious to stay 
and it1 s to his interests to stay. It's like K. p , 
Chen - when he came over he was in such a hurry and 
he came impressing me - "I'm in no burry . " You can't 
be rushed on this thing and do your regular da.y • s 
work besides. 

Has be landed yet? 

He ' s in Canada. 

With his sister . 

Was there any newspaper - I mean the newspaper 
reporters didn' t catch him when he got into Quebec . 

Nobody's printing the tact he's coming over. 

Now, if we 1 re together on this • • • .• 

When these two men came in, I asked them if they 
knew any bright young men tha t had some fiscal 
sense - I was asking Will i ams and Hanson - and they 
mentioned Ubgren - U-b-g-r-e-n, and they say that 
you (Taylor) know him, 

(nods yes) 

I know him. 

~11 right, what do you think? 

I think he•s pretty good. I don't know about the 
fiscal end of it. The thing he worked on was that 
report on foreign trade policy. I 1 ve never talked 
to him about what you might consider this field. 
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Well, he had eight years ••• •• 

He 1 s a good working fellow. 

•••• withe private investment company i .n New York, 
do you k.now that? 

No, I didn ' t . 

He's a great enthusiasm of Hanson' s. Hanson 
thinks the world of him . I think he can' t write 
end that he ' s only a second-rater . Be writes 
very badly. I think he ' s only a second-rater . 
I checked up with Feis on him. I've hade number 
or contacts with him as edttor and some other 
things, and I can't understand Bans6n~~usiesm. 
Oh, he 1 s -he 's not bad, but I •••• 

But he's not a first-rater? 

I don ' t think so. And he writes so badly. You 
have to rewrite everything he does . That's a 
personal opinion. I don't know that I've had 
anything of his that I haven ' t had to mark up 
Just drastically . 

Well , you wouldn' t say be has a first-class brain. 

No, I don't tb!nk so. But I ' d check up. Be 
worked a t the State Department there for quite a 
while and I'm sure Feis would have an opinion. 
And I'd ask Feis to check up, because I know that 
Hanson' s verdict has sort of spread around and 
people rete him at - the way Hanson rates him. 

Well, Hanson took him around in his pocket wherever 
be went. 

Be does still . I can tell you certai.n things . 
Hanson thinks the world of him. I think he 1 s 
wooden and can't write . 

All r igbt. Now, let ' s leave it this way: if 
anybody gets enthusiastic about him, let me know. 

While we•re here we might as well - somebody want 
to make a report on this bill business? 
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One question before you go on this. Did I 
understand tllat you would l ike this 111e11orand1111 
to be in the kind of f or11 that you could gi ve 
Si r Freder ick a duplicate copy? 

Well , I ' d put it thi s way. No, I'd like to have 
it 1n such for111 tllat I can take it up with the 
President and Mr . Hull. 

And also it should be in the order which we • • •• 

Yes . 

With the intent that 1f it is O. K. , why, give him 
a copy . 

Yes, I'd like to have something. I'd like to hit 
this again tomorrow, to111orrow afternoon. I pro111ised 
Magill tomor row morning. Clear? 

uite. 

Everybody else? All right. Now •••• 

Seltzer's got a 111emorandU111 on that . Shall we ask 
him t o come in? 

Sure, might as well ask him to do it now. 

Are you satisfied with the form which the supple­
lllentary material will take? Be a memorandUIII 0 11. 

each point . 

Yes. You know how I like i t . 

Yes. 

You know • .. . 

I kind of check with what you (Taylor) say . 

No, I wasn' t - ! mean particularly impressed. 

Well, I don' t want to do an inJusti ce . 

He' s a per fectly good workman who also i s capable 
of turning out a load of work. 
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He is a hard worker and turns it out fast, but 
it's imperfect work and it's rough and· I don't 
tnink - but I may be wrong, and that ' s wll)' I'd 
like to have you check, Don't want to do him 
any injus tice. I think be's a nice person. 
Certainly don ' t have any prejudice against him. 

hre you going to make a decision on this silver 
ma tter now that Wayne Taylor bas ra i sed? Bave 
you made your decision? 

Bave I made the decision? 

Yes. 
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"ell, there's jus t one other point . I don't know 

that it would alter your deci sion, but it ' s a point 

that should be considered: that if there is a change 

in the silver policy coming a t the end of the year 

with respect to domestic sil ver, then there is a 
matter of a possible mill i on or two millions of 
dollars which the Treasury could save. 

I don't think you could , because I t hink the silver 
mine has a definite legal right to deliver silver 

at 77 cents, and as long as this controversy is on 

I think 1t1 s ... . 

If you're not interested, it ' s all r ight. If you 

are, we can have a little memorandum on it . 

Well , if it' s a legal matter -1 1m going to take 
it from Wayne, so will you work through him? 

Yes . 

(Seltzer comes in) 

(Rest of meeting, re bill program, 
transcribed separately) 
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INTao OP'PIC& COMMUMICAT10M 

""" 

,. Secretary Korgenth&u 

.... Kr. Haae 

Subject: Suggested agenda for conversations between Secretary 
and Sir Frederick Philipps. 

1. The nossibilities of inoreaeing the monetary use or gold. 

(a) Doee the Brit1"8h Tre!eury contemplate any pro­
gram designed to increaee the monetary use of gold' 

(b) British Treasury opinion of the extent to which 
central banks should keep balances 1n other countries 
in excess of their commercial needs and the conditione 
under which central banks should invest in the eeouritiee 
of other governments. 

This was the subject matter or our letter to 
Switzerland. The British Treasury has indicated its 
general attitude, but it might be worth while to reopen 
the subject as a means of reopening the whole gold 
question. 

(o) Desirability of promoting the principle among 
1 olub members• that a high gold reserve should be main­
tained against deposits of foreigners. 

(d) Promotion of the principle that banks in the 
•club• countries should be required to keep larger cash 
reserves, thereby relieving the treasuries of some of 
the burden of sterilizing gold. 

(e) Exploring the possibility of making gold loans 
to countries in need of gold reserves - e.g., the recent 
Brazilian transaction with the United States. 

(f) Trade agreement with United Iingdom and 
Dominions as a means toward aiding the redistribution 
of gold hold1nge. 

(g) What 1s the opinion of the British Treasury 
of the prospect of addUional hoarding of gold by the 
people of Br1t18h Ind1at 
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3· 

Attitude or the British Treasury toward the existing 
upward trend 1n world gold production. 

Does the British Treasury 
t ion should be curtailed' 
di souesi on or gold at the 
deeply into this matter? 

reel that worl d gold produo-
Ir eo , by what means? Did the 

I mper ial Conrer4nce go very 

Examinati on or the possible measures to r educe the 
supplY or gold. 

{a) The advantages and d1aadvantages or a s1mul taneoue 
reduction in t he price or gold as a meane or reducing the 
supply, compared with the advantages and disadvantages or 
rsatrioti on on the phya1oal output through international 
agreement. 

(b) British Treasury attitude toward sale or Russian 
gold on the London market. Does the Brl tlsh Treasury reel 
there should be any restrictions on the sale ot suoh gold 
in either t he English or the American markett What is 
the British Treasury ' s view with respect to gold produc­
tion in Russ1at 

4. Prospects tor continuation and expansion or the 
triparti te understanding. 

(a) Exchange or 1ntormat1on. 

(1 ' ) Explore the possi bili t ies or exchange or i nforma­
t i on wlth the Bri tish Treasury with respect to 
international capital movements. 

(2 ' ) Exchange, either on an informal and confident ial 
basi s or in soma more tormalitsd raahl on, , ot tax 
information to prevent tax evasion and avoidance. 

(3 1 ) The possibi lities ot exchanging information 
with respect to the movement or Japan's sterling and 
dollar balances. 

(4 ' ) The British Trsaeury 1s estimates or the amount 
or hoarded gold remaining i n England. 
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5· 

(b) Policy with reapeot to France . 

(1 1
) I! the French should ree.ort to measures involving 

a considerable degree o! exchange control, would the 
British Treasury feel that auch action was a viola­
t i on of the apirit and letter o! the tripartite under­
standing? 

(2 1
) The prospects that France may still further 

depreciate the franc raises the question as to the 
extent to which the franc could depreciate further, in 
the opinion of the Britleh Treasury, without disrupting. 

(3 ' ) It is rumored that the ~4o million French railway 
loan expiring in December wlll not be renewed. Suc.h 
action would have important e!!ecte on the stability 
c! the franc. Are the rumore well founded' llbat 
action doee the British Treasury think the French 
will take i! they are unabl e to renew the loan' 

&xolain to Great Britain the detai ls o! U. s. Treasury 
transactions with China and with Brazil. 

Does the British Treasury have any special monetary 
arrangements with members o! the ster ling bloc or any 
ot her country? 

6. roe ects of continued suooeee of the tri artlte under­
standing is deoendent in large part upon the prevent on 
or spread of war. 

(a) If in an effort to prevent war !rom spreading the 
United States should decide not to purchase Japanese gold, 
woul d the Britis~ Treasury consider adopting similar 
measures? 

(b) If the United States were to take any steps 
reotrioting the importation or Japanese goods or exports 
or goode to Japan, what would be the British Treasury's 
opinion of the possibility or cooperative action on the 
part o! Great Brita1nt 
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Would the Br1tbh Treaaurr regard with f'&Yor a pro­
posal 4ee1gne4 to 1noreaee the aonetar7 uae or a11Yer 1n 
lnd1d 
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Sugge sted agenda for conversations between 
Secretary and Sir Frederick Phillips 

THE TRIPARTITE ~~ERSTANDING. 

1. Is the British Treasury on the whole satisfied With 

the way in whioh the tripartite undertaking has operated in 
the past year? 

(a~ With respect to 
(b • i • 
( 0 • • • 

the Unit ed States 
France 
other countries 

2. Exploration of steps to be taken in t he event that 

Prance should resort to measures involving a consi derable 

degree of exchange control. Does the British Treasury feel 

that suoh action would constitute a violation of the spirit 

and letter of t he tripartite undertaking? 

3· The possi bilit y that Francs may still further de­

preciate the franc r aises the question in our mind as to 

the extent to which the franc could depreciate below i ts 

present level and still be regarded by us as abiding by 

the tripartite understanding. It might be wor th while 

expl oring this point With the British eo as to be prepared 

for t he eventuality should it ari se. 

4. It is rumored that the ~0 million French railway 

l oan expiring in December Will not b~ renewed. Such action 

would have import ant effects on the stability of the franc. 

Are the rumors well rounded? What action does the British 

Tr easury think the French will take i f they are unable to 

r enew that l oan? 

5· The possibility and desirabi l ity of obtaining addi­

tional members to the •club• , e . g. , Argentina, Canada, 

Brazil. 
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6. Prospects of continued euooess ot the tripartite 
understanding in t he event ot spread of war. 

~:HAT IS TO BE THE FUTURE ROlE OF GOLD IN THE UONETARX 
sY3T£!ls OF THE '.IORLDt 
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7• It is f elt here that a more appropri ate distribu­
tion ot the expense ot carrying sold reserves could be 
achieved through requiring institutions other than the 
Treasury to hold more oash reserves. What i s the view ot 
the British Treasury with respect to the ap'Oropriate l o­
cation of the expense ot carrying reserves within a country, 

a s among treasury, central bank, and banks or holders of 
(a) domesti c (b) foreign deposits? 

In this l ast connecti on the United States is contem­
plating enactment ot legislation designed to make possible 
the imposition of high cash reser ve requirements against 
de9Qeits of foreigners. What is the British Treasury re­
action to this contemplated legislation? Do they feel the 
:9ol1cy embodied in such legislation can be erected into a 
general principle applicable to other countri es? 

S. Our views with respect to the extent to which the 

central banks should keep balances in their countri es in 
excess of thei r commercial needs and t he conditione under 
which central banks should invest in the securities of other 
countries were expressed in our l etter to Switzerland. We 
have received some f urther communications from other •club1 

countries and would l i ke to diseuse them wi th the Bri t i sh 

Treasury. 

9· As evidenced by the recent increases of reserve 
requi rements against deposits hel d by member banks , the 
~nited States subscribes to the pri nci ple that the r equir e­
ment of large oash reserves against deposits at this t i me 
is desirabl e as a means of preventing undue expans i on ot 
deposits , as a measure of relief for the Treasury of some 
ot the burden of sterilizing gold, and, it these l egal re­
serves have to consi st directly or indirectly partly i n 
gold, as a possible ai d in promoti ng redi stri bution of gold 
holdings. Does the British Treasury fe el that the adoption 
ot a similar policy in other countries would be a contri bu­

tion toward s t ability? 

10. Whnt are the prospects of addit ional hoarding, or 

s urrender of gol d by the people ot Bri t i sh India? 
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11. Bas the British Treasury any authentic informa­
tion as to Russian gold producti on? The United States has 
requested the Government of U. s . s . R. to notify us of their 
intentions t o ship gold to New York. Does the British 
Government have any similar arrangements with respect to 
the sale of Russian gold on the London market? Does the 
Sritiah Treasury feel it would be advisable to impose re­
strictions on the sale of such gold in either the English 
or the American market? 

12. Does the British Treasury feel that the upward 
trend in world gold production is creating a serious prob­
lem? Dose it fe el tha t world gold production should be 
curtailed? If eo, by what means? 

13. '7hat are the advant ages and disadvantages of a 
simultaneous reduction in the price of gol d as a means of 
reducing the world gol d supply compared 1'11 th the advan­
tages and disadvantages of restriction on the physical out­
put t hrough international a greement? 

I:l::<:RHATI ONAL CAPITAL !.!OVEUENTS 

14. Does the British Treasury find it would be desir­
abl e to explore the possibilities of exchange of informa­
tion r11th the British Treasury with respect to interna­
tional capital movements. 

15. The American Treasury i s considering formulation 
of l egislation designed to discourage the movement of 
speculative funds into our security markets. What would 
t he British Treasury ' s r eaction be to such legislation? 
Is there a possibility of developing similar policies in 
other countries? 

16. \'lhat i s the present policy of the British Treasury 
with respect to the restriction on capital exports? Bow 
has their policy worked out in the past? If Phillips is 
interested, American legislation and poli cy relating to 
forei gn borrowing in United States markets could be out­
lined. 

17. Desirability of expanding our trade agreem~nt 
~rogram (with particular reference to the United Kingdom 
and Dominions} aa an aid to the redistribution of world 
gold holdings and the re-establishment of more nearly nor­
mal world economi c conditione. 
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liS. Poelibillties or cooperation with other countries 
toward the obJective of reconstructing their monetary eye­
tams on an improved basls. Explan'o.ti on or the arrange­
ments made with Bra~il and With China and tentative plan 
with respect to Cuba. Does the British Treasury have any 
special monetary arrangements with members or the sterling 
bloc or any other country? 

THE STATUS OF SI LVER 

19. 
respect 
systems 

'.'ihat is the opinion of the British Treasury with 
to the role silver should play in the monetary 
or the worldt 

20. ~at does the British Treasury feel to be the 
orospeots of increased monetary use of si lvert The London 
Silver Agreement comes to an end on January 1, 193g, and 
the Presidential Proclamation with respect to the purchase 
of docesti c silver llkew1ee comes to an end on December 31st 
or th1e year. How is the London silver market going to be 
affect ed by these events? 

21. Has the British Treasury any view with respect to 
what is going to happen to the silver which has been going 
to Hong Kong? 

22. Would the British Treasury regard with favor pro­
posals seeking to increase the monetary use of si lver in 
India? 
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SECrEtary of StatE 

Vlashtncton . 

12861 SEptEmbEr 14, 6 p. m. 

FROM COCb !tlN 

COD AT 

Par1a 

DatEd SEpt~bEr 14, 1937o 

Rtc ' d 4:04p . m. 

At Ba~k ~r PrancE this f orEnoon I lEarnEd that 

GovErnor Pout·rtEr had yEstErday gonE ovEr with his as­

sistants the quEstion of franc wEaknEss and was confErring 

this morning with .lonnEt on m&tttrs of j:Olicy. 

Pr EssurE bEcamE quitE hEavy on thE franc around four 

o'clock yEstErday and f or thE day FrEnch contr?l lost 

about onE and onE half million pounds s tErling. ThE 

129 

figurEs of thE prEcEding days lossEs of stErling by t hE con­

trol ·:1ErE appro:xl.mattly onE half m1111on for Saturds,y onE 

point Ei~ht millions for Friday and thrEE point si:x for 

Thursday. ThE Saturday total was ESpEcially signif icant 

considEring that this sum was ~pEnt on e half hol i day 1n 

London alonE with Paris closEd • 

. ~oday thE franc opEnEd wEll and strEngthEnEd for a 

whilE . Trtnd rEVErsEd aftEr midday and control yiEldi~g 

much stErling a t onE hundrEd thirty Ei ght point tigh~Y• 

Onr 
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vu 2~o . 1286, SEptEmbEr 11 , 6 p .m. from Pari s , 

OnE opErator think~ control's lossEs for day wil l bt ovEr 

two million pounds . Forward franc di scount widEnEd to s ix 

for thrEE months against stErling. MarkEt bas thE gossip 

that Bonk of FrancE wi ll shortly takE stEps to limit 

giv~g up forEign ExchangE to c~aErcial transactions 

only. lluch_of today's sElling of franc is attributEd to 

this rEport . IntErEsting to notE in this connEction that 

Lazards who nErE usEd by thE control today to buy francs 

for official &ccount WErE at thE aamt timE offEring prE­

s umably on thEir own account forward francs at whatEvEr 

thEy _might gEt for thEm on London markEt . {End sEction 

onE) . 

BULLITT 
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V1! COD AT 

Paris 

DatEd SEptElllbEr 14, 1937. 

Rtc ' d 4 : 45p .m. 

StcrEt&l7 of StatE 

Was hi naton . 

1286, SEpt EmbEr 14, 6 p. m. SEO'l'ION TWO. 

that 
FinL~CIP' ~WS London coctinurs to writE/othEr t wo 

partnErs in ~ ~ i;>art itE arE rr stra 11.1 ng PrancE from lttt ing 

franc find its lEVEl . This articlE continuEs: 

·~~is is thE third or f ourth timE within twE:vE monthc 

that thE British and AmEr i can monEt ary ~~thor1t1Es havE 
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bEEn wrens in thEir valuation of thE franc . SEvEral t ir.1Es 

thEY havE bEEn opposEd to a dEprEciation whtch in ~hE light 

of subsEquEnt dEVElopmEnts provEd to bE inEvitablE . ~Ethzr 

thE consis t Ency of thEir Errors is duE to unduE optimism 

or nhEthEr thEy arE simply dEtErmi ntd to forcE FrancE tn 

chEck t hE dEprEciation of thE franc thEir attitudE is 

Equally opEn to criticism. It is high timE that London and 

Washington rEali zEd thE truE posit i on of thE franc and al­

lowEd thE FrEnch authoritiEs to work out th~r salvation 

without tnttrftrtnc£ 0 It is CErtainly against thE 1nttr~gtr. 

of this country that FrancEs' gold rtsourcts should bEcomE 

dEplEtEd as a rEsult of official ouppot•t for thE franc at 

thE wrong lEVEl•" 
PI~'CllL 
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Vl! 2- No. 1286, Stpttmbtr 14, 6 p ,m, from Paris , 

FINA!TCIAL NEWS considErs Amtr1can dEstEril1zat1on a 

full point for gold 0 

FINA!!CIAL TIMES London in Editorial today on Wall 

StrtEt trEnd conoludts : 

"ThE monttary action of thE authoritiEs of latE in 

conj unction wi th othEr happEnings Stfms to suggEst that 

thEy arE lEas hopEful than thEy wErE , ThE rEl East of 

so, ooo,ooo pou.1ns of st Eril1ztd sold wtll not brtng about 

1nflat ion in till most strict sEllSE or thE word but it in­

dicatEs onE morE appEal to ~lationary psychology , ThE 

EarliEr rEduction of rEdiscount rat~s hod a s1miltr motivE . 

If thE vasE sptnding programs 

END SECTION TWO . 

BULLITT 

SMS : :!PL 
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SECrEtary of StatE 

Washington. 

Cot> AT 

Pa.r ia 

DatEd SEp tEmbEr 14, 19J7 , 

REc ' d 4 : 30 p ,m, 

1286, SEptEmbEr 14, 6 p ,m, SECTIO~· THREl!: , 

of thE adai nlstration which havE raisEd thE gross public 

dt~t of thE UnitEd Statts from ~~1400, 000,000 to 

$361 7001 0001 000 1n thE past yEar, WErE go ing t o g~t thE 

tracE .CI:lchiilEl 'Y work~ng propErl;:, thEy should surF.ly haVE 

donE 3 0 by this timE , ThErE D~ould bE no nE£d of furthEr 

artificial aids , YEt thESE are still bEing suppl Err.EntEd 
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not only in thE monttary sphErE but by subs idiEs l"lhich, 

whatEvEr ElsE thEy do, crEatE a dEmand for morE subsidiEs , 

It is lc9ortant to notE too thE contEntion that a sub­

s t antial proportion of thE borro~ing thE tanks art callEd 

U?On to providE at prEsEnt 1s obtainEd to financE consump­

tion, :1ot production, If that is oo, it mEans that thE 

count!'Y 1s living upon borrowed monEy to an EvEn grtatFr 

ExtEnt than was prEviously rEalizEd, Adding to this thE 

kno~ upward trtnd of industrial costs, with thE pErsi stEnCE 

natural i n thE circumstancEs , of an incrtasingly advErst 

tradE 1:alancE brokEn i n July for thE first t imE this yur- ­

EVEry just1f1cati~n can bE found for thE adoption of a 

waiting attitudE by AmEri can invEstors" . 

LONDON 
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Vll 2-lOo . 1286, SEpt EmbEr 14, 6 p.m. from Par1a 

LONDON TIHBS obstrv~s undtr City notts that "monEtary 

policy is subjEct to rathtr rapid changEs 1n thE Unittd 

Statu" and concludts : "of coursE tht ntw policy 1s by 

i ts naturE inflationary but chEap monty is not a rEmtdy 

for tht attack of nErvous apprEhEnsion which AmErican bue­

intss mtn appEar to bE sufftrins from at thE momEnt ; nor 1e 

it a ~Erta1n prEvEntivE of thE anticipatEd rEcEssion in 

tradE . TatrE hss been a ttn~c~cy in rEcEnt yEars to ovEr­

rat£ t ht 1lnp<>r tanct of chtap money'' 

Et!D OP ~"Ef:SAGE . 

BULI,ITT 

SMS : NPL 
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Eccles: 

't . !.! . Jr: 

f : 

H. 'J .Jr : 

E: 

H.:J.Jr: 

E: 

H.'! .Jr : 

<'; 

H.U.Jr: 

E: 

H.U.Jr: 

f : 

ll .!.I.Jr : 

F: 

H. " .Jr : 

Bello 

Bello lolarriner . 

September 14, 1937. 
4:29 p.m. 

Ah - I 1m planning on getting out of here tonight 
unless you see some good reason for me staying 
longer. 

tlo, I t hink that everything is going swell. 

Well I thought maybe it would be better to get out 
now and get back here the first of October rather 
than wai t around here now and try to get away then. 

No this is a good time to go . 

nell I made r eservations on tonight ' s plane then . 

Everything is, I think, working beautifully. 

Well at least so far as the monetary picture i s 
concerned - there are other f actors that we can't 
do anything about . 

That ' s right . 

I wish we could but we can't so at least we put 
our house in order and it' s up to the other fellow 
now. 

That's right. 
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The - ah - ab - the Open Market Committee that you -
I suppose next - early next week would suit you as 
well would it? 

Yes. I wuldn tt want to do it this week. 

Ah - well some of them preferred - they - they - ah -
Harrison and Stg Clare sai d that if it was just as 
convenient to you t hat th"ey hoped that it would be 
put of f until next week. 

That ' s right - I don't- I ' d much prefer not to have 
it. 

All right, now we ' ll make it- I ' ll tell Ransom- ••• • • 

Yes. 
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r : 

n.u.Jr : 

t : 

l! . lJ .Jr : 

F: 

R.!!.Jr : 

,.. -· 
H.U.Jr : 

" : 

H.U.Jr: 

r : 

I! .!J .Jr: 

E: 

:Z . L' .Jr : 

E: 

H.ti.Jr : 

E: 

H. l! .Jr: 

El. 

B. loi .J r : 

E: 

- 2 -

- •••• • he'll be here- that it will be subject­
you' ll let him know • •••• •••• 

Yes • 

••••• • just 1lben you want it- a day or t wo in 
udvance so that they can make preparation. 

VI ell I think we 111 be ready by next Wednesday. 

Well - yes - 1n other words, you' ll continue the 
nine months ' bills anyway for some time . As I 
understood it • ••••• .• 

Yes. 

•• ••• and I agree with you ••••••• 

Yes . 

136 

of the 
• •••• • they ought to run aft er the first / year and, 
as a matter of fact, I think I ' d l et it run a couple 
of weeks after the fir st of the year. 

Well why don't you ask him to come down here 11 o ' clock 
next Wednesday . 

11 o'clock next Wednesday? 

Yes. 

All right. 

How's that? 

That - that•s - I•ll tell him that- 11 o'clock next 
Wednesday. 

\'/ell have a good time and catch some fish. 

Yes (laughs) all right then- well if there ' s anything 
special I •ll always be glad to come back but,if not, 
I l ll see you - ah - the firs t part of October. 

Right. 

And good luck to you. 

Same to you. 

Goodbye. 
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fl ,M:Jr: 

o: 
p, r• .Jr : 

0: 

ll . ll.Jr: 

0 : 

Jl . ll.Jr : 

Madison: 

R. IJ .Jr : 

Jl , .I,Jr: 

I! . .. . J r : 

1.1: 

H. !.I ,Jr : 

• M: 

H.IJ.Jr : 

K: 

Hello . 

September 15, 1957 . 
9:22 a .m. 

Dr . Burgess won ' t be in at all to-day. 

Oh - ab - let it go. 

All right. 

9:25 a .m. 

Hel~o. 

!Jr. Uad1son. 

Hello 

Good morning Mr . Secretary. 

Hello Madison. 

Yes sir . 

Good morni.ng. I 1dsh during the day you' d make 
inquiries and try to find out from some of the 
~overnment bond de~ers who are the buyers of 
the governments - the last day or so . 

Yes . 

Who' s buying • 

Yes . 

And - ab •••• •• 

I find out already that there's very little 
insurance buyine . Generally speaking, it is 
bank buying •••.•.• •• 

Yes • 
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• , • • ab - ah - some 1n New York and some throughout 
the country. 
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H. II.Jr: 

!.! : 

R. 'A. Jr: 

!.! : 

l! . l! .Jr: 

W: 

B.u.Jr: 

138 

- 2 -

Well could you make - ah •••••• 

I ' ll make it more specific, if you' d l t ke to haYe me. 

Yes and call me back after market closes . 

After the market closes this afternoon? 

Please. 

All r i ght, sir. 

Thank you. 
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( P.&JlAPHEU81 or TJ:LIQIWI RJ:OirnD 

J'JIOil : Jlaerioan lmbu81 , Pari a 

D.lTJ:: September lfi, 10 a.m. 

10.: 1393 

STRICTLY OOD'IDDTUL J'R)I( OOCHRUI 
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.lfter lowing a half bil lion franoa of foreign exchange 

yesterd&J and feeling that the f ranc is attacked on all 

sides by international speculators, the French control this 

morning has decided to let the f ranc go unsupported. There 

has been no decision as to when or at What point control 

may agai n enter the market. 14Y informant assured me, when 

I questioned bill as to the oorreotneas of yesterday' e 

rumor about limiting foreign exchange, that Bonnet would 

not reaort to exohange control . lluoh time would be re­

quired to put this into operation and it would never bl 

effeotive . 

BULL ITT. 

i.A:DJlf 
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) F&D.RAL RESERVE BANK 

OF' NEW YORk 
140 

a.. •. ~r·l" CORRESPON DENCE 

OOUiaiiUI.-I'Doll 5UBJECn ~ 

DAn--l..e.811.__111 11"• 

I I a Oht ua• WID 

L. w. la"lit _ 

I e.U .. a.. le1'- a\ Ut40 teeq. ftat JNie\ d\aaU• 

111 h'IDOt ftl I' I UT 1UWtl7 ... ·-~· b ......... , bt Nit. Ia 

bia opW• .u ~· wU1 .. , nep ..,....s.auaa aw n h ... " 

110 11Dlt" ~'" •• a --.. 1a .a.. ,.uuea1 •• tsa•etal .. au •• 

111 rruee, Ia Wid. ell .... a ••••ahl .,. .. alcbt W\. be14 ~· 

,., ••• 110. 

I ••U•t4 .aatt wa lad ll .. tu17U1 a ...U llal••• tt 

.-, •,ooo,ooo ~ .. 1a .. xtnd''tlr· eH••\uf ..... , ._, that, 

u \llillcl ware MWielai wltll tale""-* ~e, I ...... ._._ 

wllttb• I ftl wu"T ,.e\lft .. Ia ku•''ll tllh baliDM. lel ... _. 

\ _.)!_. 

YtiT p_,\ \t ....... \bat Ia. pedU• be ~4 ..U, ** 
. 

0111114 at .. la.-lN .. 1111al ..... bt wu Mft11al llale ... Ia Put1. 

11• ........ \ba\ ~· a.lT ., .. u., .. _, ~., ba4 ...... .... 

ot rno ......... -· ..... -·- .... fl"'ld\1\e ~ ..... , tldtb 

\bq 414 \bdr lien \t • .., • a • .., ...U t1pn1 elsm••• 1\., 
troa t.tae M \lat 1t7 --•-'lac u• ,.14 er '"'lac n4 of 1\ Ia 

-• wq ow ....... 1 •*" tllal be ... , 1t7 a ...U ftpn _. .. , 

111a •o .., \bat be w.l4 .. et._ a,ooo,ooo M4•••••· 
.... \ba ••--.1 d..U• Ia .... ,., bt .... b. 1\ ba4 

1h 11p1 -· ...... A\ pnte\ \be Hm\ tf \lat .,.. Olef-tl WI 

• coo4 oat •4 -• II •• t•d• bet u_,,_..... ,_., WI •• Ia 

\he plfti&H, llleu••• _. a tal• \ at tbat\er .-... U.e ..Uu. 

lbt wta1 •t ..uen belt ..... •n " ..., ali...Ual _. ,.,11 

....... II Jla te I t• ._ ·- lt _, wlN .. MU U ..., U tM1 
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D ATL ....... -1 .. U.,o 

5UBJ&C.T:- f. •• ODif pMPJea,...'IDil-

.,.OJ , ••. 

-·-
baclo the filaltl .. , pan or " all ... \ala\ tor tho ft~·· tiae Sa 

thl'M 01' filii' 7 .... 1 JOOplo wen ~ flaia ti ... llial tho ..Uu. 

ru-.U,, he ha4 •• b..,..~ •• tia•Nloa wt be •• awuo of 

a ton of aoadlloaa. lbat •• a nthu tilhftiq latl••" Sa the 

r..dla •uttn na Ulo fan \!let u. 1. , .... ...,. at.Ua wen olttdaa\lo 

111 aoh liJ'Ie _..,,, Wble f•n bat •••h4 \be s.atann ... u ..... ~ 

\o ram, 1A d41U• to the na» OD clellan (\!let 11 .._... 1 Pft' ••• 

per -> the 71elt • fnNUT ~ •• Wbleb ~M•U7 bat 'boa •• blah 

u 1/1 p u ••• pu • •· A'"' t-.1 of tide latann .,...,.,.,walt 

ha.,. b .. tapo11l\le u tho ,...., of a. •· , .... ...,. •m• ...Utne 

had b .. aaUft'. I ...U .. \bat the 71elt of the 'f1'01alP1 ~e Sa 

\he lan '" ._,, bat aae • .- w 11• , ... ,_., Wble BoJ.toa .., • .,., 

lbolalcl pu\ • _.to a, ... dOll of the -*VIII• blaeSa••• 

Lll1QC 
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Aaer1oaa ~~a-..7 • Jla.a 

•u 
lept•ber 15, " p.a. 

OuaZ'Der1, wllo 1a Ulldereeorabrr tor rore1p 'fra4e 

and lxobange, aa4e ~he oatecor1oal nat•a.~ 1n a ooa­

•eraUoa ~o4AJ that ..-a thoqll ~here alght be a ab.Np 

tall 1a the fraob. fruo, there w011ld be no fw:tller 

dnalua:Uoa of the Itallu lira. He upreaaecl b.1a per­

aonal oon•1oUa that anr atab1l1sat1on of the tru.o 

would be pr..-atecl 'bf ne uoenalnUea of the fraoll 

pol1Uoal aU11&t1a, alld b.a anUo1pataa that a further 

-•tarr or1a1a will ooour 1n fraDOe. 

IA:D 
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( 

( 
( 

H.t.: .Jr : 

0 : 

H. !.J r : 

0: 

R. 'l . J r : 

Hello 

Operator . 

Go ahead. 

Go ahead. 

Hell.o - hello. 

Hello Yr . Secretary. 

September 15, 1937. 
3:06 p.m. 

~ . loi . Jr : Yes . 

B. ,. .Jr: 

~: 

'i . '~ •. Tr : 

:4: 

" . Jr: 

II: 

R.' ' .Jr: 

ll : 

'! . :.l .J r : 

'J : 

R . .. . Jr : 

This is Uadison in !lew York. 

Oh yes, !Jr. Madison. 

Ah - I t alked t o these people around and from what 
I gat hered during t he week I would - ah - sum up 
t he buyers as something like this - the city banks 
have been l arge buyers up to the last two days; 
not much to- day but generally speaking during the 
week of notes - practically no bonds. 

That ' s the !lew York City Banks . 

That ' s New York City. 

Yes . 

Now the out of town banks have been substantial. 
buyers all • eek of not es but up to to-day t hey 
didn't seem to be looking for any bonds but they 
were looking for bonds to-day in moderate amounts . 

Ah-ha . 

Vfhat accounts for the rise i n price - that their 
sel l.i ng dried up. 

Ah-ha. 

liow among t he other classifications the savings 
banks bought some notes and - ah - and more or the 
short Treasury bills . 

Ah-ha. 
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( 
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II: 

H.M.Jr: 

H.M.Jr: 

II: 

H.ll.Jr: 

II: 

H.lt . Jr: 

M: 

H.Y. .Jr: 

M: 

M: 

H.U. Jr: 

ll: 

H.K.Jr: 

M: 

H.Y.Jr: 

M: 
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I don't know bow large an uount but I eholll.d ea1 
a fair aaount for the bille and eoae few notee. 

Ah-ba. 

Ah - t wo or three of t he insurance companies have -
ah - have bought some ot the note s, their preference 
being tor the longer one - 5 7ear . 

Yea. 

But that ian 1 t general among the insurance companies 
and their buying hasn't been very heavr. 

I eee . 

Travelers of Hartford ar e the onee that ehowed the 
aoet i nterest in t he 5-year note . 

Yee. 

The Treasury blll market of oouree has been very 
much affected by t he f or eign buying of the billa -
they had l arge maturities and that put the pricee 
aw&7 up . 

You mean the f oreigners have been buyi ng our billa? 

Oh yea. - they start with t hem. 

They had large maturities and t he7 1 ve been - they've 
been - I've bought for foreigners between twenty and 
twenty five million and they had othere bought else­

where. 

I eee . 

They bought eome notes too, I understand. 

Uh-huh. 

Now aaong the other olaee1t1cati one I can' t find that 
the corporations t o any extent or the 1n41v1duale 
to any extent have been 1n thie market. 

It ' • a long tilDe e1nce the banks bought anything 

now. 
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Well -would you aar that'• pretty healthy . 

I ahould eay i t'a a fairly heal thy eituation- what I ­
what I think ia the health1eet featur e of the whole 
thing ia that there ian' t a great desire to .. 11. 

Uh-huh. 

You 1TI got to haTe the eell ing etook before the buying 
begina . 

Uh-huh. 

And - a.nd the ofteringe today were Tery light and While 
theee ordera weren't l arge that oame in fro• out of town 
they tell •e they had eome tro~ble 1n f1111ng the•. 

Good. 

And thoee few ordera put up the aarket. 

All right . Thank you Tery •uoh. 

Not at all, eir. 
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H.W.Jr: 
Admiral 
Peoples: 

H.li.Jr: 

P: 

H.U.Jr: 

P: 

H.K. Jr: 

P: 

H.K.Jr: 

P: 

H.W.Jr: 

P: 

H.ll.Jr: 

P: 

H.li,Jr: 

P: 

H.W.Jr: 

P: 

Hello . 

Yee, Mr. Seoretary. 

September 1~, 19~7. 

~:~ p.a. 
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Adairal, please make a note I want to see rou the 
next dar or two. The President doesn't want us to 
et~t anr ot theae twentr three aillion dollars worth 
ot Poet Ottioe thla tisoal rear. I want to talk to 
rou about it. You might be thinking about it 

Not to start &nr· 

announced last week . 

Yes, sir. 

He doesn't want anr oontraots - he doesn't want anr 
aoner to go out ot the Treasurr until attar the tiret 
ot July ·~s. 

Well that would be - I think we could do that. 

Well, think about it. When y~u 1 re ready, let me know, 
will rou. 

Yes, Mr. Secretary. 

Thank rou. 

Yes, indeed. 

He wan1a to eaYe some aoner this year. 

Yea, air. 

I want to help Ilia. 

Yes, indeed. I understand. 

!hank rou. 

The onlr one - well I'll eee rou - one little point 
about it - and that ie the puroheee ot the elte, that'• 
all. 

H. li.Jr: Well 

P: Whioh 1s a •err - ooaparatiYelr eaall part. 
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When :rou are rea4:f , let .. know. 

I wUl, llr. 8eoretar:r, !hank :rou a1r. 
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Present: 

September 15 1 1 93? 

3:40 pm 

Secretary Uorgenthau 
ttr. Taylor 
Dr. R1etler 
Dr . Viner 
Dr. Haas 
l!r. Lochhead 
Dr. White 
ttr. Butterworth 

HY,Jr: Where are we? 

Dr. White: We have agreed on an agenda and it 
is t yped in the form that you can take it up if you 
want, and t hen following the agenda is a series of 
papers relating toe ach point on the agenda. Those 
are not all ready. 

HM,Jr: I would like to meet again tonight on t his 
t hing. Who cannot meet at 8: 30 toni ght? I think 
all I will do now is just take a look at it and eee 
how i t strikes me and give you people a chance to 1m­
prove your dispositions. The President has given me 
a tentative appointment at 9:15 t ooorrow and I would 
like t o take this thing w1 th me . 

Archie, what happened when the French took oft all 
control today? 

Ur. Lochhead: They said they t ook ott all control , 
but they did not actually. They intervened several 
t i mes and the franc did not recover at all. I t hink 
they probably lost 10,000,000 again today. 

HY,Jr: I oould not hand Sir Frederick this. 

Dr. Viner: No. (General chorus of "No's".) 
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HU Jr: It' s all right tor me. 
very ~aat1ly, it looks good to me. 

Very roughlY and 
I t hink you should 
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t alk with Fe1s a nd Butterworth whether they think 
soce of these thinga are too pointed; whether it 
would be embarr assing to put up some of t hes e things 
to him. 

llr. Butterworth: I don't think the substance 1s 
wrong . I think it 1s Just a question of the manner 
in which we put up these things to him. 

m!,Jr: Would he rather have i t verbally or do you 
suppose he would rather have it written? How do they 
work? 

!Jr. Butterworth: You 10ean hand him t he agenda be­
forehand? 

Hl.! ,Jr: Yes. 

~r. Butterworth: I don't think they have pressed 
very hard for the agenda . 

Mr. Taylor: There has been curiosi ty expressed bot h 
by Trent ham and by Mallet as to the range of the dis­
cussions and I said, in general , we had not gotten down 
to any s~scific poi nte. I felt our attitude was we 
would be willi ng to discuss anything under the sun. 
Trentham rather indicated it would be helpful to have 
some indications of what the discussion would be about 
and I stalled him. 

Hli
1
Jr: (To Hr. Taylor) l:alte a note . I have a 

press conference tomorrow. I will be asked (because 
1t 1e on the ticker) how he is coming and how t hey 
would l ike me to handle it. 

Dr. Viner: Just before he sailed t here was a cable 
g1v1ng a general i dea on publi city. 

Mr. Taylor: I think that cable covers 1t. 

HY,Jr: I have not seen it. What did 1t say? 

Mr. Lochhead: Simply that they suggested if t here 
were any inqui ries, you say it was the natural desire 
to have .contact with people on t he othe r side. 

2.49 
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HU,Jr: The normal thing would be to say we will 
refer them to the British Embassy, but that might seem 
discourteous and might look as though I did not expect 
him • .. 

llr . Butterworth: I asked Philli ps (I sent that cable) 
what about it if t here was any premature publicity and 
he said he hoped he would not be questioned, but if he 
was he would make answer a long the l i nea of one of your 
telegr ams to him, that it was a good idea t hat t here 
should be contact between the t wo Treasuries by people 
having no specific mission because of the amount or work 
that we had in comcon. 

HlJ,Jr: I think we want to be pretty careful on what 
I say tomorrow, and I will be asked. 

, r . Taylor: I think that cable does cover exactly 
what • . ••. 

HU,Jr: You (Taylor) had better be in here tomorrow 

! 50 

morni ng at be available from 9: 30 on, and then we 
will get hold of Gaston. I don 1 t want to l eave i t unt il 
t he last moment . 

Ur. Butterworth: 
t he British Ecbassy 
gets here? 

1!1:,Jr: No. 

Do you think it ie necessary to hand 
a written col!U .. Unication before Ph11lipe 

Ur. Butterworth : Could not you soeak to llallet? 

HU,Jr: Oh, t hat it would not do! 

l.lr. Butterworth: • • . and Trentha£l and say 1f t hey want 
infor mation about t he course of t he conver sations that we 
will attempt to talk about silver and gold, etc . 

mt ,Jr: l))es anybody knort ~there Sir Freder ick will be 
Saturday and Sunday? 

Mr. Taylor: I think he is going to be in Chicago on 
Saturday a.nd get here Sunday. 

Dr. Viner: Soce of the old dispatches said that he wa s 

Regraded Unclassified



-4-

going to spend lt days i n Chicago and that he was 
l eaving Lake Loui se on Thursday and that would get him 
to Chicago l ate Friday night (36 hours from Lake Louise) 
and if he spends a day and a half t here , he woul d get 
here Sunday. But,_, can refer to t he cables and get 
that straight , although he may have changed his plana. 
And Butterwort h says he was to meet hie sister at Lake 
Louise and that the ship his sister was to come on has 
been taken off by t he Bri tish for ref ugees. 

151 

Ur. Taylor: He definitely expected to be here Sunday. 

Mr . But t erworth: Yes . 

Hll ,Jr: You (Taylor) know l~llet does not come to work 
very early and I think i f we are goi ng to olelll' up what 
I am to say a t t he press conference , you had better reach 
hi m tonight . Trying to find him early in the morning 
isn't the easiest thing in t he world. 

Mr . Taylor: I w1ll ge t hi m toni ght . 

Hli,Jr: I want t o be very careful to et art this thi ng 
off right . The normal thing would be to tell the pr ess 
to aee the State Depart~ent or the British Embassy, but 
on t he other hand I don't want to <:dve the i mpression 
that I am not expecting him and he i s not wel come. You 
s ee what I mean? It woul d be Just as though I went to 
London a nd t he British Treasury said, Well, ase t he 
American Embassy; we don ' t kn0\'1 anyth1llb about this . 

Mr. Butterworth: I t hink you are qui te right . 

HM,Jr: I would feel , Golly! t hat' s a funny one! It 
would Just put me in a bad frame right a t the beginning. 

Dr. Viner: Use his words in t he cable as closely as 
possible. 

Ur . Taylor: 
t hi ng too. 

Use his words and you think it is a good 

final 
IDI,Jr: 

hi e coming 
I am right, am I not 1 that t~suggestion of 
came from them, did\l t itT 

Ur. Butterworth: 
with me; i t started 
paas on that. 

The origin of that did not start 
here , eo I am not in position to 
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Dr. Viner: Suppose they eay, Did you invite h1mT and 
it may be that you d1d. 

HU.Jr: That' s just exactly what I want to know. I 
want to go ae far ae I can to make the fellow feel welcome 
and if I invited him I want to say, Yea and I think thia 
is the sort of thing that should be done oocasionallYf 
possibly we will have somebody go over there. Th1a tri­
partite agreement is baaed on exohange of information. 

Dr. Viner: One thing I would do. 
extract from Who ' s Who about h1m. 

I would have an 

HU,Jr: I have a better one . I have Ur, Butterworth's! 

Dr . Viner: They may ask you just who is this Sir 
Frederiok Phillips and you could have a regular slip of 
paper. 

Ur. Taylor: He's already got that. 

Dr. Vfhite: There was a telephone conversation. 

Hll,Jr: Miss Chauncey knows about it . 
and my talk with 1ls.llet. 

It was that 

If I invited hlm I want to say so and t hey are sticklers 

tor that sort of thing. 

I think that is about all. 
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P.AIUPHRAS& OF TILJ:GIWl RIOB:IVID 

Fl10l4: American Embassy, Parl e 

DATE: September 15 , 5 p .m. 

NO.: 1296 

ra:>K ooomwr 
had 

The friend who/given me the information contained 

in my telegram 1293 of September 16, 10 a.m., telephoned 

at eleven o' clock to say that be bad found it neceaeary 

157 

to yield enough eterl1ng to let the frano descend a little 

mor e gradually than it would if intervention were completely 

cut off. However, this letting-down proceee proved quite 

expensive. In just a few minutes befor e telephoning me 

it was neoeseary for him to yield 700,000 pounds . 

I spoke With several market traders at four o 1 olock 

who told me that after the official market opened, the 

control bad not intervened. The Frenoh franc bad dropped 

as low as 146.25 to the pount and the (•) had tended to 

recover a little on abort covering and on buying of franca 

by some large French banla. It was agreed by my info:rmante, 

however, that the control had lost tremendous quantitiee 

of exchange in endeavoring to keep the decline orderly 

before the offici al ~~&rket opened. soo,ooo pounda had 

been taken by one trader alone . Nervousness is evidenced 

by Paris-Amerioan banks ainoa one of them baa been oalled 

upon officially to explain oertain tranaaotions whioh 

had apparently been observed through oenaorehip of their 
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telephone<*. 

I had lunoh this noon With officers of Credit Lyonnaia, 

Comptoir, Guaranty Truat, Societe Gener&le, ¥organa, and 

national Oi ty . The present franc upset has caused serious 

concern to all of these officers . There ia heavy drainage 

upon their franc deposita for purchase of forei gn exchange 

and foreign bank notes and. they are discounting paper 

importantly at the Bank of France. Since there haa been 

no genuine repatriation of capital to France, franc deposita 

of at least the Paris American banks were already low. 

As far aa I can see, we can do nothing tor the French, 

considering the nature of the factors responsible tor the 

weakness of the franc . I have been convinced tor months 

that capital would not return to this country under the 

Popular J'ront Government, with Labor and Coamunita threats 

in back of it. This ei tuation has been aggravated by 

labor t roubles and bombings , recant foreign trade returns, 

and borrowing by the State from the Bank of France. J\lnda 

are not available for local investment despite lowering of 

bank rate. The new funds that are made available to the 

market by expend! ture of the Government and by borrowing 

abroad., aa was done last spring in London, simply become 

available aa flight capi tal . On tha other hand, there 1a 

lit tle chance of French eoonoJIIY recover ing it capital i l 

not made Mlier. 

BULL ITT 
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RE VISIT OF SIR FREDERICK PHILLIPS September 15, 1937 
8:30 p.m. 

Present: 

t.ochhead : 

H . .:.! .Jr : 

Feis: 

H. !.!.Jr: 

Feis: 

H.M.Jr : 

Feis : 

rl . :J.Jr: 

llr . Lochhead 
Ur . Haas 
l.lr . White 
Mr . Riefler 
Dr. Viner 
Dr . Feis 
Ur . Butterworth 

This really started on ~pril 16. 

I won't bother to read it here . Just l et me nave 
tha t one (cable) of September 2 (#571, from London). 
I want to read that to Herbert Feis . 

Herbert, I was trying to think - I ' l l read it to 
you - about tomorroYI, 10:30, when I see the press, 
and they ' ll ask me . Tney see on the ticker today 
tlu:t Sir Frederi ck Phillips will be here over the 
weeke-end , so they ' ll ask me why. 

"Phillips hopes successfully to avoi d any publicity 
but should he be celled upon to make some explanatory 
statement to the press prior to his arrival in Wash­
ington he intends to s ay something to the effect it 
is considered by both treasuries desirable that there 
should be direct contacts froiD time to tliDe between 
officials having no s pecific IDission in order to 
f acilitate the work which we have ln co=mon.• 

J:.xcellent . 

Now, the only thing I t nink I could add, in order 
to be courteous end at the s aiDe time truthful - to 
say I lnvited him to come. 

I don't think it is essential, but I think it will 
please him. 

Well , they will unquestioningly ask me, "Did you 
lnvite hi m to come?• 

Well , I certa i nly wouldn' t deny it. 

They always do . Every other tlme I've al•nys either 
referred them to the State Department or the respectlve 
embassy, but I don't want to do that now, having 
invited this man to come here. 
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I have no obJections to saying you invited him, 
none in the least . 

Normally you would say - if it' s Souza Costa, see 
the Brazilian Embassy or the State Department; but 
thi s man reads in the paper something like that 
and be 1 s going to put bis back up . Bub? Can you 
see any harm • • •• • 

None in t he least . 

That makes that easy. 
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Butterworth: May I say one tbing? 

H.u.Jt: Please . 

B1wortb: 

H .1.1.\Tr : 

B1worth: 

H.li.Jr: 

White: 

H.li.Jr: 

I t hi nk there s bould be a good deal or emphasis on 
tne "no specific mission. " 

Suits me. 

Otherwise, by taking t he initiative tha t you have 
invited him, it will r a i se visions of war debts and 
all sorts of things. 

Well, we can cover that . 

Now, Herbert, what you baven•t seen is - and ! 111 
read it out loud - I've prepared for myself an 
agenda that I bad agreed upon so I could show it 
to the President and Ur. Hull, wbo is very much 
in teres ted in this thing. And I'm s eeing the 
President tomorrow morning and I ' m - I ' ve asked 
Mr . Hull for an appointment some time tomorrow. 
That's why I thought we'd try to have a meeting of 
minds t onight . Now if you could give me a copy, 
Barry, and Dr . Feis a copy . 

(Gr oup read agenda) 

Inci dentally 
1 

Harry 1 bave you got any recent figures 
about the movement of foreign balances in t he short­
term U. S. Governments? 

Have it all ready . 

Federal Reserve totals - for one account they took 
25 mil l ion dollars . 
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White: 
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1'/hi te: 

H. l.l .Jr: 

Lochhead: 

Viner: 

White: 

H. II . Jr: 

Today? 

Today. 
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We didn't hear about it . 

Matteson today - one order alone. 

Who wa s t hat, Swiss? 

I didn't ask him. 

'lie get the weekly figures showing the dollar 
balances of the central banks on the Federal ' s 
books - the amount of e armarked gold, and the 
amount of short-term securities. You (White) 
are keeping that also . I mean I have • •• • 

Ho~ about private? 

We only get those when we ask for them - the 

balances which are kept With private banks . 
We got t hem today . 

No, no, let 's say for instance that Shell Oil bas 

an account and they put t heir bank balances into 
short-term Governments. 

VIe have the tota l f or the week. 

Conversion from short-term. 

Yes, we have 'those totals for the week. The 
i ndividual transactions are sometimes reported, 
but t he totals f or the week are reported and we 
have them right up-to-date . 

In the Governments? 

ThA:Y don't separate Governments from others . 

You don't get them by transactions; :you get the 
aggregate holdings by the foreign accounts . 

But if it is a shift ••..• 

I asked them who was dealing in the Governments, 
and one of the biggest buyers of Government bills 

right now are foreign account . 
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Was it A foreign account? 

I understood him to say A foreign account. 

Had two or three of them investing right now. You'll 
notice that one of them asked for a rate on 90-day 
bills. Quoted them a rate of ,0043; they came back 
and said, "Buy," and the r ate was .0033 - one-day 
change in r ates . 

Just .nile we're waiting, Herbert, before we get 
into this as to whether you think it is a good 
memorandWII or whether you disagree - all - 1n 
talking this thing over with Butterworth I think 
the tlli.ng to do is for me to see this man at first 
once or twice maybe alone . And I firs t thought of 
giving him sometn!ng , and I don ' t think I ' ll give 
him anything. Check? 

Check. 

And t r y t o get each other ' s confidence, huh? 

Check completely • . 

As we go along there is no reason wny I shouldn ' t 
have something on the top of my desk to look a t for 
IJ!YSelf 1 huh? 

(Nods a~proval) 

But - and also that goes for Mallet a.nd the rest of 
them. And this i dea of giving them a formal 
memorandum •..• 

I wouldn1 t. 

What? 

I wouldn' t. 

Well, that ' s tha t. 

That, I think, is - I mean now, as to • •• • 

Oh, on this, if you want - it's better than good, 
it's admirable. 
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lly l.iodl 
second . 

Just a minute - do you mind? Just a 
(Feels Feis 1 s forehead) Little feverish. 

No, no. In fact, after it's all over, I'll tell 

you one use to which I•d like to put it. We've 

got Foreign Service examinations coming along and 

I can' t imagine - we•ve got the whole monetary 
situation here in band. I'm going to take this 

back to use on the Foreign Service examination. 

Please be careful with any copies. 

And I•ve got - two s pecific suggestions come to 
mind . I should think one field on which perhaps 

the Treasury bas all the informa tion it wanted -

perhaps not; at least I r aise it - the extent of 

the reserve holdings - gold holdings and policies 

of the other members of the sterling bloc, especially 

t he Dominions, and the attitude of the British Treasury 

towards that question. 

IVa have •• • •• 

"e have that in there. 

It is implicit in one ~f the things there. 

We're getting together what we have on it. Anyway, 

i t ' s •a point in our minds very much. Oh, I tell 

you where it is; ••• • • 

It puts it in Five. 

No, Eight and in Seven too, the last par agraph of 

Seven. But as far as act ual data and carrying it 

right down to the ster ling bloc •••• 

Second - I mean before I lose these things as I 

hurry along with them - a discussion of the position 

of the yen, any information they may have about 
Japanese balances in London, prospects of the yen, 

and, related question: the attitude of the British 

Government towards Japanese borrowing in London. 

Well , I can answer that . I mean there isn't any 

more borrowing; it's stopped . They won't lend them 

at any price. 

They won' t lend them on Japanese at any price . 

As I understood •• • • • 
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You got t hat from our Bank of England connection 
there . Tne market is not taking Japanese paper 
over there Just now, and a large amount of gold 
has been sent over to tnis country that's been 
converted into sterling and used to pay off tbese 
issues as they come througn; and the Bank of 
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England was asked by the Federal 1f Japan would be 
able to borrow in that market and they said even 
the first-class paper wouldn't go at 2;. Now of 
~ourse that sounds low, but to Bolton, speaking 
there, that Just showed tha t it would be out of line 
a ttogether if they tried to borrow. 

I don ' t feel that quito answers the question, 
because ... . 

That is not tbe Britisb Government; the market 
itself i s refusing to t ake it. 

Qut the British Government •••• 

\'le had it. We thought it was for you to sugges t 
it, so we struck it out, waiting for your request. 

I ' d even say this: even if you knew, I t hink you'd 
want dir Frederick Phillips to go back end report 
to his government that this government had shown 
a d i stinct interest in this questi on - even if you 
had all the information . 

That goes ln. That's a ll right. 

Yie had it in this morning ; 'lfe ruled it out. 

Then the only other suggestion, which is probably 
needless because Mr. Hull tomorrow will bring it 
forward : the whole relationship ••• • 

The what, Herbert? 

The whole relati onship between - extending trade 
relations through the trade agreement. 

Isn't that in? 

It's in 17, but I think be will -Mr . Bull will 
suggest giving it a forefront position and yet 
avoiding giving anY sense thnt we think that it 
is of too vital importance to us. 
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You say tomorrow; you mean when I see him? 

Yes, when you talk t o him. 

Don't you think the tone there hits about what 
you think •• ••• 

Well, it certainly can be used to cover it. 

There ' s a question in 17 of how far the Treasury 
would go in tha t particular field . 

Herbert, Butterworth has one and you nave one; 
I don t want these f or general circulation, if 
you don't mind . 

I'll keep this entirely ••••• 

Would you mind? Until after be leaves. 
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Oh, quite •. I wouldn' t do it anyway . Except I­
in a way I was quite serious about using it in the 
preparation of the papers for the next Foreign 
Service examination. 

That ' s all right. But I mean until after he leaves . 

Oh yes . 

Comment in order about the Japanese loans 1n London? 

Just hold that a minute . '1/bat I want to talk with 
Or . Feis is this . I don't know whether you have 
discussed 1n the Department this mau's coming or 
no t . 

We have been distinctly consci ous of it, but haven't 
discussed his role in any detail. 

Well, I don't know \fhether you agree with this or 
not, but I sort of feel - I mean that while he 's 
here certainly we have nothing that we want, as 
far as the Treasury goes; we have nothing to sell 
him, so to speak. I mean there's nothing that we 
particularly want. ~nd the way I 1d like to have it, 
I mean, is this. I'd li.ke to have him go home, even 
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though we don't accomplish anything, happy so 
t hat they'd feel, "Well, Si r Frederick Phillips 
came once , he can come again, and somebody else 
can come, without having a ny crises arise as 
between the two Treasuries,• see? I mean we'd 
like to feel that we could send somebody over 
and tha t they come and go without feeling that 
each time they come they have to accomplish some­
thing, or tha t 1re use tb:is thing to jam someth.ing 
down their throat. I don't know whether you agree 
with that or not. But this is really something quite 
new, having someone come over j ust to sit - sort of 
sit down and chat, with nothing particular that we 
want a s f ar as the Treasury goes . ---. 
I think it i s to a slight extent incompatible with 
wha t you w1l l find l.lr. Bull ha s ill mind . 

I know that. 

But I think that even tha t will turn out to be a 
matter of tone and handling. It won' t create a 
crisis, but I thi nk l.l.r . Bull i s going to suggest 
that the occasion is a useful one, indicating to 
t he British authorities that there will be inevitable 
limits to which our policy could be considered with 
theirs unless ill all the matters that wHl determine 
whether ther e can be such things as successful 
international monet ary rela tionships t hey show more 
responsivenes~ and f arsightedness than they have 
shown, particularly in the fiel d of trade . 

Well , we always talk - we always talk frankly here. 
I feel that they di d some months ago send an extremely 
frank note and certainly we didn ' t make any use of 
that opportunity to return that frankness. 

This wa s a note about • • •• 

Oh, thei.r general policy. The one that took about a 
month to ans·,.er 1 you know. 

That Just indicates the difficulties . 

I mean I'm just citing that . 

They are looking to us for indications of our disposi­
tion to cooperat e in the poli tical f i eld, and we are 
ver y watchful - I don' t know ever more so than in the 
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past week; but I don ' t think Sir Frederick 
Phill i ps will know that. We look to them for a 
disposition to build primarily in the economic 
field. Now, I tllink the only tlling that can be 
f airly said is that i t i s easier f or them, and the 
advant ages t here a re more evident, and the disad­
vantages less serious for them to shape their 
poli cy in the economic field in the way we are 
suggesting than 1t would be f or us to do in the 
way they are suggesting in the political f ield . 
But their a ttempt is to tie the two things 
together . But I don 1 t - I wouldn' t anticipate 
that Sir Frederick Phillips would be either fully 
informed or grea tly swayed by the political a spects . 
If they - what is your (Butterworth) idea? 

I think he ' d be fairly well informed . Bow much he 
will admit to being informed on is another matter. 
But he i s in a sufficientl y key position so thtit 
there goes over his desk the key material . 

Well now, for instance, just as a matt er - do you 
suppose he •ll stay a t the Embassy? 

Well , Lindsay ' s away , isn't he? 

Yes . 

Is Uallet there? Who ' s at the Embassy? 

Living there? 

Yes. Mallet is Charge, but I don't know •• • 

Probably Jus t live with Mallet. I think Mallet's 
alone . Mrs . Mallet ' s not here . Is Mrs. Phill ips 
with him? 

No . 

Well, I shouldn't be surprised i f he 'd Just l ive 
w1 th lllallet . 

I don't think there i s any Yrs. Phillips . No t sure, 
but I do11 ' t think so. 
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Well , you see, Mr. Hull has spoken to me already 
about all this, using this thing, and I 'm a little 
bit worried about it, because I don't know how much 
I can do and still I want to cooperate, you know. 
And I j ust wonder - I'm just thinking very much out 
loud; you can be equall y frank - whether it might 
not be be tter, while he's here, if Mr . Bull saw him, 
and let Mr . Hull tell him just what be bas in mind 
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and let me confine JIIYSelf to strictly Treasury matters. 

I think maybe it will be. 

What? 

I think maybe it will be. 

I 1m thinking very much out loud. I haven't read the 
documents that have gone out since l ast - the l ast 
one r saw the t ltlr. Hull showed me was t.ha t thing he 
wrote l ast January, you remember, that long thing 
explaining his policy and philosophy and everything . 
And if Sir Frederick Phillips started to .cross-examine 
me as to just what our objectives were, all I could 
say is, "We hope to get together on a trade treaty, " 
which wouldn' t sound terribly intelligent. I just 
wonder if Mr. Hull mightn ' t want to have a couple hours 
with him and expound his theories direct and then let 
me confine JIIYSelf to lllutual Treasury problems . Vihat 
do you think? 

I'm inclined to think tha t would be the bes t way of 
managing it. 

What do you think, Jake? 

Why, I would think that's the right way . In fact, 
I'd sort of make an offer to the Secretary, say that 
you wish that you can further as much of his program 
as possible through Sir Frederick Phillips' visit, and 
I'd jus t suggest to the Secretary of State that he 
should suggest a procedure; let him ask you; suggest 
that you'd be perfectly glad and let h1m suggest to 
you how he ' d like to go about it. I think he'd r ather 
be his own spokesman. 

That's just it. He ' s already said that he wanted me 
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to do this. 

He did a lready say that? 

Yes . I mean that ' s why ..... 
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Why, he probably would want you to s ay that you 
think i t is illlpor t ant - as Secr et ary of the Treasury, 
toa t you think it is impor tent, in order to get a 
proper world setting for the monetary phases, that 
there be a proper trade setting . I think that is 
quite appropri ate, I think it i s true - and that 
you wish therefore, in light of that, that he would 
speak to Secretary Hull , 

Well , I can only do t bat if lolr. Hull - if be and I 
have an understanding that be will see him, wants 
to see him. 

Oh yes. 

What? Got any ideas, Riefler? 

No, I agree . 

What? Anybody d i sagree? I mean no one can sell Mr . 
Hull's i deas as well as Mr. Hull; that ' s the thing . 

I t hink it is rather illlportant that there be - that 
Phillips get the illlpressi on that that is a policy 
of the entire American Government and it ' s not a 
hobby, say , of the Secretary of State, so that you 
must make some general sta tement. 

Yes, yes . 

Oh, I ' m more than pleased to do t hat. 

The question, it seems to me, I would ask i s , how 
important Mr . Bull was 1n the Administrati on, a.nd 
hi s ideas - r mean I got that constantly over there -
and I think you could very well show that, as Jake 
says, 1t isn't a hobby, that ne does spea.k for the 
Administration . 

American Administration; tha t it is Admi nistrati on 
policy. 
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You see, none of these l i sts which we ha ve 
exchanged, and the notes t hat we have exchanged 
on exploring the possibility of en Anglo-American 
trade agreement - every one of those has gone 
acr oss the Treasury's desk through their i nter­
departmental organizati on . I mean Waley in 
particular, I know, is quite acquainted with t he 
particular items. tlow, how general Philli ps • 
knowledge and how s pecific it is, I really don' t 
know. 

I think there is an advantage i n pursuing the 
course of acti on t hat you suggest which occurs to 
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me thnt is important: that if you give as much time 
a s at first you thought you mi gh t on t r ade agree­
ments , it migh t appear in his mind and in others 
that the rest has just been padded f or tha t; whereas 
if Bull h~ndles tho t himself, in the first place it 
will r eceive adequate attenti on, and in the second 
place it won' t dwarf t hese monet ary matters , a nd 
t hey wi ll a ssume the pri me i mportance for his vJ.sit . 
The other will be co-equal r ather than dominating, 
Becuuse otherwise, coming as it does at this parti­
cular time, they mi ght suspect that possibly the rest 
ha s been merely a build-up for a trade agreement . 

Herbert, take a couple minutes end bring me up-to-date, 
wil l you? I mean what is our - where do we stand 
with England today? 

It is not easy to s ay with certa inty . The question 
of trade ogreement with Gree t Britain, when it f irs t 
ar ose , resolved itself - pr esented itself in two 
al t ernn ti ve ways . "'i ther we might set about to 
a ttempt tog et e.n agreement of very limited signi­
f icance, by which there would be a f ew minor duty 
changes over there a nd a few minor duty changes 
over here - relatively s impl e task; or 1t would be 
one that would reouire a r ather extensive revision 
of t ariff schedules on t he part of both countries 
on the products which - of which they customarily 
were v ery important suppli ers to e ach other, or had 
been, including some products on which Great Britain, 
under her tariff arrangements with the Domi hions, had 
established f ixed and substantial margins of pr efer­
ence . 
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It was decided that there was very little point 
in going forward in making - in fighting the 
battle tor t he small agreement . The l arger one 
would not only have a substantial trade signifi­
cance , but could be the basis of these things: 

Firstly, since the most important things we 'd 
seek would be in the field of agriculture, it 
would r eassure the agricultural interests of 
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this country that t he trade agreement program wa s 
showing full r ecognition to their place. It woul d 
make their support sure and with that would form the 
basi s upon which we could then negotiate with a group 
of other countries in which our chief concessi ons 
would be in the industrial field. 

Secondly and even more i mportant was the thought 
that i f these two countries took this tariff 
action, a nd pursuing their general policy of extend­
ing the same treatment to ot her count~ies with 
wnicb they dealt - at any r ate, wi th which they 
had agreements - it would dramatically and enor­
mously increase the a dvantage of having trade 
agreements with both countries, and would be a 
terrific magnet for every other country in the 
world, incl udi.ng the countri es that have been 
shaping their policy along lines of self-suffi c i ency . 

What are ... 

Pardon? 

What countries: Such as , for instance? 

l'lell, many smaller ones in J:.urope, some in South 
America , and among the l arger ones, Germany, Italy. 

Russia . 

Well, I think everyone f eels she 's quite incalculable . 
You can ' t •••• 

Poland? 

Yes, Poland . I was thinking of those among the 
smaller countries, includi ng some of the smaller 
South Ame rican count ries . 
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So that there would be some hope that thi s would 
really mean a world - a change in the world's 
commercial relationships, a decisive change, and 
that furthermore a change of that extent was 
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almost bound to involve some ad justment of political 
relationships; it would call upon countries to again 
contemplate their relati onship of dependence on 
each other instead of further accentuation of the 
idea of independence for war purposes . 

At any r ate, that decision was taken. Then the 
usual interchange began on an informal basis, without 
public a nnouncement, and according to the standing 
method, a s a guide to mapping the field, we informed 
the British of those commodities on which we felt 
some modification of duty treatment was essential, 
and in turn provi ded them with a list of commodities 
on which we might consider duty treatment in thi s 
country , provi ded there was adequate quid pro quo; 
and the discussion subsequently has concerned primarily 
the lis t that .ve gave them of the commodities on which 
we felt concession essential . 

Now, those involved quit e a number - figuring in the 
other agreements, other arrangements that Great 
Britain has with the Dominions - we have bad successive 
series of discussions , in eacn of which the British 
Government has gone somewhat further , but i n none of 
which have they gone even within f iring range of what 
has appeared to us essenti al . Those d.i scussions are 
still in active course. 

The Bri tish Government keeps transmitting assurances 
of i ts sincere endeavor. Their actions, discussions 
with the Dominions, seem to us only to bear out the 
sincerity of thot endeavor in part. The Dominions 
called upon to give up certain advantages in the 
British market, although only of a distinctly limited 
char acter compared - I mean weighed in the perspective 
of their total trade, and also knowi ng tha t an agree­
ment of thi s sort would mean an enlarged general 
mar ket in both countri es - the Dominions have on the 
whole behaved badly, outside of South Africa . In 
the general and world aspects of it t hey have shown 
almost no interest. Australia and New Zealand - well , 
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you've seen the people they bad over here and 
you ' ve bad a chance to measure their mentality, 
whi ch is Just about on a par with that of Senator 
Smoot, almost, Senator . Smoot liv~ in a countr y 
which, however, i s dependent on foreign markets 
a l ittle bi t more markedly . In Canada , Mackenzie 
King is a li ttle harder to diagnose, but feels 
himself pressed by intense political difficulties 
in v s rious of his provinces . 
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So the Dominions, up to t he present, haven't helped 
the thing along very much. The British Government 
has not appeared to us to have pressed the Doo1inions 
as much as they might, although quite possibly there 
we don't appreciate the extent to which they must 
hesitate to do that for fear of affecting Dominion 
opinion a t a r a ther cri tical period . I a l so don ' t 
know the extent to which t hey are sure that, no 
matter what they do , v:e could go through with the 
progr am of duty r evision over here that we have 
discussed. I don't know the extent to which that 
idea occurs to them . Unless some new impetus i s 
given to the matter, it looks a s if it might drift 
along at a very slow pace for an indefinite time . 

I perhaps ought to ment i on one other aspect of the 
tning . .¥e don ' t know the extent to which their 
attitude toward the matter i s compli cated by an 
attempt t o unders tand our neutrality policy. All 
t he other part of the discussions coincided at the 
t ime with the debate on neutrality legislation down 
in Congress, when it looked for a time as if we 
might have mandatory legislation. 

I don't think t hat plays much of a part now. 

Now, .!lr. Hull's idea is that those wider aspects 
of the picture that I have presented to you, which 
they don ' t proper ly appreci a te, .•..•• 

Tell me this, Herbert, if you can. Have these con­
versa t ions been held with the top man over there? 

As far as I know, ther e has never been any conver ­
sation with the present Prime Minister personally. 
But - has Norman Davis - I guess Norman Davis t alked 
to him. 

Regraded Unclassified



B' wortn: 

H .~.Jr: 

Feis: 

Viner: 

B1wortl:l: 

Viner: 

Feis : 

( 
B. r-! . Jr : 

Feis: 

B. !J . Jr: 

Feis : 

H.M. Jr: 

Feis: 

H. LI . Jr: 

Fe is: 

-16-

(Nods yes) 

Let me ask you this •..• 

Tne most extended conversation was witl:l Runciman 
and l:le was wnolly unsatisfactory. 
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Well, he ' s out now, so it' s ra ther past history . 

~hanged picture . Neville Chamberlain i s very anxious 
to go along. 

I was wondering whether, in reaching Sir Frederick 
Phillips, you e re really reaching a figure who ranks 
in importance with those whom you have been in touch 
with. 

Well, I suppose Simon would play a part. I don't 
know witb whom else Phillips i s in touch. 

May I ask this, because this is most helpful; I ' d 
l i ke to nave you Just expound a little bit - what 
influence does the Sino-Japanese thing nave, and 
the Mediterranean - if those two shows - do they 
nave any infl uence one way or the other in our 
relations with Great Britain, either as to trade 
trea ty or a s to any other matter? 

The Spanish you can rule out; on the Spanish, no . 

Does that include the Wediterranean? . 
Yes, Spanish and Mediterranean. 

Yes. 

I don • t think tney ever thought we were going to 
fish in tha t pond, and the situation hasn't framed 
itself up, and their own policy has been too much 
undecided and too much on the f ence . 

What about the Far East? 

I should tb1nk - this is pure speculation - upon 
the one band, I should think it would increase their 
sense of tl:le possible future importance of having 
extensive binding trade interests between the two 
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countries; and on the ottler band, that it would 
gradually tend to lessen the illusion, which they 
maintain in extraordinary tashion, that, despite 
everything they have read, we are easily going to 
put ourselves in positions of political consequence -
I mean in disputes between others . 

Well now, Herbert, here's the thing .... 

Do you agree with that, Walton? 

Well, we haven ' t invoked the lleutrality Act. 

I believe that only puz~les them as it puzzles 
everybody else, Walton. They don't know any more 
what to make out of that than anybody else does . 

I mean our consideration of China has been unexpected, 
in a sense. 

Yes, I suppose that probably is read as indicating 
that. The fact that the President has been able 
to delay .•• . • 

Wouldn • t you say in both cases, the Mediterranean 
and the Far hast situation, that inasmuch as they 
are difficult, sore points, they bore home to the 
British the i dea that trouble in the world means 
it's a good idea to have friends in America? 

That's important, if so, but have they r eally? 

I think so . 

If those friends •••• 

Our stock has been going up in England ever since 
the day that Hitler declared the Versailles Treaty 
void . That was the day - if one wanted to set an 
arbitrary day, t hat was the day on which we turned 
the corner in British eyes and took on a new complexion. 

When? 

The day that Bitler tore up the Treaty of Versailles 
and decided be was going to have an ari!IY larger tha.n 
the 100, 000 stipulated therein, and compulsory military 
service . 
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1 35, was that? 

March two years ago . 

Herbert, l et me get this thing - I mean, as I say, 
I want to soak this up. After all, I ' ve been out 
of this for a couple months. Take the French 
situation. Bow low did the franc get, how many 
francs to the pound today? 

Now, that situation, of course, as far as the 
tripartite agreement goe s , is as important as 
anything, isn•t i t? 

Yes . 
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How long are Great Britain and ourselves going to 
sit by and see these fellows depreciate? I mean 
you talk about invoking the Neutrality Act; I think 
we should have invoked whatever the paragraph is 
that these fellows have broken their agreement by 
now . 

\'/ell, I suppose that ' s open to argument. 

Sure . 

I haven't looked a t it. 

»y impression is tha t costs in France are still 
running ahead of the depreciation index, aren't they? 

They 're rising, but they're not - there ' s a depreci­
ati on of 46 percent from - it ' s almost half, you see. 

or course, there t he base period that you ta.ke would 
be altogether decisive, ·.wouldn't it? 

Let me put it this way . Do you feel that, for 
instance, Belgium and Switzerland and Bolland will 
ieel this competition from France? 

No . From France alone, no . Belgium and Switzerland 
would . I thought you s aid • •• • 
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l said Belgium, Switzerland, and Bolland. Will 
they feel it? 

~es, yes, but not very substantially, because of 
the rise in prices; not as substantially • •• 

••• as it seems on the surface • 

111 

••• as it seems on the surface . Dut they'll feel it . 

And France is still running its undiminished unfavor­
able balance of commerce. 

Wbat I am getting at - if those three smaller 
countries don't feel it, don't s quawk ••• 

~o,uite so . 

• • • we•re not going to feel it from our people. 

It ' s rel atively insignificant to us, more importent 
to J:.ngland . 

In any case, England ettaches a great deal of impor­
tance to i t . I suppose that hngland attaches 
importance to it os a source of further difficulties 
elsewhere in the Continent, so that the thing spreads ; 
because I can' t see that - wby, otherwise, England 
should attach as much importance to it as she does . 
But they take the French franc as setting the tone of 
a number of other countries. 

There's another point. France ebsorbs coal and tbat ' s 
a very important item in ~ngland . 

Coal? 

Yes. 
There is nothing more t~at this Administrat ion can 
do about this problem at this minute, I don ' t believe, 
unless it wants to stop the free movement of capital. 

Is Bullitt on the water? 

The 22d he ' s sailing. That ' s ~ memory . 
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Herbert, whet has happened in the quota s on 
t arif fs? Haven' t they put on a lot of new quota s 
in tariffs? 

No, t hey ' ve put on a very few, and in the speci f ic 
questions that have arisen under the agreement they 
have ac t ed comparatively well, And our sales t o 
France ;lave been holding up very well. 

I didn ' t mean Just those quotas on t ar i ffs which 
affect ed us, but I was getting at the i dea that the 
tripartite agreement is an agreement that i s based 

178 

on t he fundamental concept that tariff barrier s are 
going to be lowered and quotas going to be eliminated , 

Well, whatever t ariff adjustments they have made have 
not been sufficient to impede import trade. Their 
great fall in the French import trade came before 
serious depreciation in the franc . The thing tha t 
i s difficult to see is how t ney can ever continue 
along .. . . 

This is the French. 

France •• • • without doi ng one of two things: either 
finding some' effective way, r eally effective, to 
get back the capi tal that ' s gone abroad, or a t leas t 
preventing the further loss of gold. I mean their 
nati onal s a.fety i s now so directly involved with whet 
gold they have left . And to have tha t continue - the 
pl ay of politics just produces fr om d ay to day a bad 
compromis~wbich means the continuous loss of gold 
but never the decisive loss . It's a terrible policy. 

It's more than a play of politi cs ; i t 's a conflict 
of fundamental for ces . '!bat ' s what makes the problem. 

That ' s way they will unquestionably put on exchange 
control before they .. . Get away from i t a l i ttle 
and you see that the movement there is in ~ very 
definite way follod ng fundamental lines. 

Well, if you believe that class consciousness is 
a fundamental l i ne of capitalis tic society, yes . 

I mean it ' s becoming accentuated. 

It seems to be, yes . 
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It won' t disappear and it won't •••• 

I don't know, the reports from France were con­
tinuously to the effect that progress was being 
made toward some more satisfactory adjus tment 
between the trade unions and the working elements. 
I had that no later than yesterday from this 
Belgian that is over here now - I don't know 
whether you ' ve seen him or not . 

Belgian? 

Max Horn, the fellow tha t runs that big international 
holding company, who isn't exactly a radical . 

I have.n 1 t seen him. Have you seen him, Riefler? 

No, I haven't . 

I'm sure he ' d be deli ghted at the chance, but I 
wouadn 1 t particularly advise you to talk to him . 
You can' t tell where his interests run. I mean 
one of these international holding companies •••• 

I mean I have nothing to gain. 

I don' t tn1nk I 1 d put nim in a position to go 
back to Europe and possibly quote you. No, I 
don' t think I 1 d do it. · 

Suits me. 

Well, Herbert, I'm pretty well - I mean I -I think 
really that one of the important things is tha t we 
dog et en understanding with these people how we will 
act with them on the French situation. 

That in itself would more than Justify the whole 
mission. 

It ' s the most immediate and pressing of the problems . 

Butt erworth, Just how influential is this fellow in 
the Treasury and in the other departments? 

He is essentiallY a Treasury 111an as such, and in the 
Treasury he is very strong . 

Regraded Unclassified



Viner: 

B •worth: 

B. II .Jr: 

B •worth: 

H. II.Jr: 

B 1worth: 

B. lii .Jr: 

s •wor th: 

H. M.Jr: 

B1worth: 

Viner: 

B1worth: 

H.LI. Jr: 

s •worth: 

H .u. Jr: 

B1worth: 

H,!.!, Jr: 

Viner: 

180 

- 22-

He is permanent Civil Service . 

Yes, permanent Civil Service, and he is the 
permanent Onder Secretary of the Treasury. Warren 
F~sher i s likewise head of the whole Civil Service 
and has a lot of other extraneous duties. There 
is no one in the Treasury that has more responsi­
bility and greater power than Phillips , 

What's his title? 

Onder Secretary. 

Be is permanent Onder Secretary? 

Yes . 

Is he next to the Chancellor of the Exchequer? 

No, he ' s not permanent Onder Secretary. Tha t ' s 
Sir Warren Fisher. 

Uh, Sir Warren Fisher. 

But as Fisher spends about three-fourths of his 
time doing things t hat are not Treasury in our 
sense .... 

They are administrative. 

Yes, they are adm.inistrative thlngs. 

Which fellow has the Civil Service employees? 

Fisher . And this man is concerned with what we 
cons.ider Treasury work . 

I see, and in that, I take it, he spends a lot of 
time on the Stabilizati on Fund policy . 

That•s - he ' s the man par excellence who concerns 
himself with the stabilization, and he .is respon­
sible. 

Loan& and that sort of stuff - flotation of loans. 

The Treasury attitude toward the London money market, 
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I suppose. Issues. 

Yes . And Phillips is very strong with his 
fellow permanent officials in other government 
departments - the Board of Trade and the Foreign 
Office and so on - and be sits as the Treasury 
representative on innumerable interdepartmental 
comm.ittees that bave to do w.itb .imperial defense, 
and so on and so forth - all the allied problems. 
No, you ' re dealing in Sir Frederick Phillips with 
a very responsible official who bas the ear of 
both the Chancellor of the Exchequer and the 
~rime Win.ister, so tha t there is no quest.ion about 
wasting your time with someone who doesn ' t count. 

All right, I appreciate tha t . 

Now, you (White) have t he book, haven't you, 
supporting ••.• • 

I have the book; it isn 1 t complete, but •••• 

Vlhen 1 s it going to b e? 

iihen do you want it complete? 

I m.igbt want it begi.nn.ing Friday n.ight. 

It w.ill be complete. 

!low, Ri efler , in di scussing t h.is thing, for ins t ance -
he s ai d that be wanted tog et his f.ingers on the 
question of gold supply and gold producti on and gold 
distribution . Has he had a chance to see that? 

He's seen some and he can see more each day , as m~ch 
as he can probably examine, from now on. 

Starting to come through. 

Yes, starting to come through. 

Is that going to be in that book? 

Yes, but a good deal is bulky, so .it will be preceded 
by brief summar i es . 
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I thought I might take you up to the farm with 
me and then if I get a couple hours• time work at 
the thing . Last time you stayed at the Nelson 
Bouse, didn't you? 

I think so. 

When does he arrive here? 

Sunday, as fer as we know. By the way, the press 
will probably a sk you where he is, and my suggestion 
would be to say that you don't knO'R but that you 1re 
expecting him on Monday, and until then any information 
about him will probably be obtained at the British 
Emb&ssy , so that he wouldn't necessarily be tagged 
and bothered at Chicago or wherever he may be. 

It' s interesting that a man of that importance would 
land in Canada and nothing be mentioned until today. 

\'/ell , wa s the source not given? They got his name 
wrong at first. 

Yes. I was wondering where Duffield picked up 
anything e t all about him today, because it seems 
strange - he bad his name wrong and it was vague, 
but even a t that I can't see where he could have 
picked up anything about it. 

First he saw Butterworth. 

And identified him. 

Well , he's seen Butterworth before. 

I don't know h1m but be ' s probably seen me . 

Duffield, if be saw him - a s tranger in the hall -
he'll identify him; you' ll have to gi·1e Duffield 
credit. 

If he saw a strange face coae out of Lochhead' s 
room, he 'd find out. 

'J:nen he knows by who comes in and who goes out; he 
can narrow down the problem. 
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I still don't see bow he got any connection with 
the Under Secretary. 
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I met him in tbe hall this morning and a sked him, 
•Well, have you solved the problem yet?" He said, 
•No, but I•ve got a clue. • 

What problem was it? 

I didn't say, but - Jus t like that - and be was right . 
He had a clue; he ' d seen Butterworth. 

Regraded Unclassified



184 

1H . TBJI'Ailf1U Y!J)iiMWQl!tit· 

1. h \be h'l\lu t naMJ7 a Ute wbole aauerh4 wUh 
the • ., 1a Wble tM trlpaPU h U4en.u.c hal OJieN\14 1a 
the pel' ,...,, 

(a) 1t1Ul NltMOt to Uae UllUI4 Bt ehl 
(b) o I • FPMII 
( •) • • • otber o~t.rle 1 

z. r;aplore\1011 or 1tepe to be taku la tM ,., .. , U\at 
, ,. . ... el\oul4 r•eort te ... ..,.., laTohlA.I a o0111l4erabla 
degre~ or eaobaftfl ooatrol. Doea ~· Brlt11h ~ .... _, r.el 
th•t e.eb eotloa --.14 ooaatlt~t• • -.1olat1on or ~ _,1P1t 
.. rut letter or the trl~l te -.tertalt1qt 

:5• TM poelllblll\7 U..t Ph ... .., 1Ull tv\Ml' 4 ... 
preolate the rNM l'lll••• tbl qaatlota 1a ..r .ut .. to 
\~e e&tlftt to wblob tbl rraao ooald 4epNolate Mlow ltl 
" ..... , lnel .-4 eUll lll N ge rde4 .,, 11e u •"l&laa bJ 
the \l'lpal"\UI .-41Ntaa41... lt IUPt M WOnb wbile 
llt'J)lorlac \la11 poUt wUb tM 111"1 tlab •• •• to ~ p~ 
tor Ull eYaat11alltJ aboll14 U aJ'lH• 

... u ll ..-oN4 thd the~ aUllon l'ftalft PU.lftl 

loaa •llfi1P1-. 1a llolllliiM• •111 110t be ..... ..a. hell ••U• 
10\114 ha•• lw,lol'\aal etreotl • \be •'•"111" of tiM tl.a •• 
Are the,._,,.. -n r011ft4e4t t hat ••U• diMe tM bltltlill 
, ... .,., tMu u. rreub wt.U take 1r tblr llPI .. ble • 

renew "'-' lo•t 

S. TIM po11!MU" .-4 cs .. 1ret~1U'J or obtdalac -"1• 
u....t •'*•" c. 111111 •e1o•, •• , ., AI'SIIltlal, o ... aa, 
I raul. 

Regraded Unclassified



6. Preaputt of ,.,.._,., .... ... , of ~ tl'lpanUo 

•4ert'-!IU.C La U.. ••••• of .,,..114 of •r. 
·""'j \ Til I& "J! fjiiM flOW Ot 90!tD 11 !ft1 lli!UAkl 
j Jf ; ot fH£ -~--

185 

7• 1t ll fol\ Mre \Mt a"" *",...nato 4LtUl...._ 

u .. of UM n~M of e.IM'J'lq ,..14 "''"'' ooalt M 
aoMo .. 4 t.luow&JII ftel'll.U. lai\U•Uoet "...,. UlaA ..._ 

TrtaNI"J \o bo14 .... oolb "'' "''• "hat h tbt "'" et 
CM 8r1UIIh 'tft&AI'7 wUb NO!Mit ~o cbo appro7)1'1ato le-

oatloe of \1M expeaM of ••rrrLAc "''"'' wltbla a oo.t.,. 
•• .-oa& , ... ...,t ooatrd .,_.., &a1 t..au or u14oN of 
( t l ~t\lo (ll) rorelp 4opoeUtf 

Ia tblt l u t coaaoo\loa t ilt Ul\lUd. ctcacu 11 ooet.e .. 
'4 p l • U q .... ~., ot ltc Ltbtl.oa 4ot1pe4 '' IUih potollllo 

tbe 1~11 uoa of hlP oelll """' reqc..-ace q alan 
h-wtUt ot fonLcMn• ~' Lt ~ a ri\llb '!naeur ..­
aouoa co thb ooatt~~Plate4 leptlaUoaf Do ur..r feel \1M 

POllOI eabotU.M la ftotl ltgitlatlOil Oall M INI\14 la\0 I 
saaerol ~l'laolplo ep~ll .. •i• to otbtr oouatrlttf 

a. r "''" wl\b "''P''' to u.a uteat co 'ldlle -. 
oen\ nl bukt llboltl4 u ep bal.-t La Ultlr cou\l'lll 1a 
uoou or \holr •-mal .... , d4 ua. e01141Uoat _.... 
wMeb ooacral btlftkt lll1Nl4 lln't t \ La tbo M...t.tlee ~ otM• 

eou\rltt .. ,.. eapretiM La Old' letter to GwlhoPl.... Wo 
lltl'l NOtlYocl IOIIe ,...._I' Cl &oe\101ll ,_ O\MP •ol .. 
oow.trl .. t &4 w1Nl4 Uke \o 4.Lt4NII thta wUh Ull DI'Ul. , ... ..,.,. 

9• At I'll'""' •1 \1M reooat 1M ... • •• flf """' 
,..ql&l..-a\t .. .,._. MplaUe t\a l4 "' ....-..r "-*'• ._ 
Ualto4 ' ' ' ' '' tabttrl-.a to tbe prlaelplt .._, \M ... alrl­
aent of h r 1o Mtb reiiPHI ..uaat ilopoeUt ot t!lll tUI 
11 u atroble u • -• of .,.,.,laa ••n• ·~ll• of 
4opoeue, •• a ., • ..,.. or nlltt tw \M ,.,._....,. or -
ot \be 'INrlloa or tt.l'lUUJII p14, ~. lt tbeH lepl .,.. 

""" lwf• to ooaelt\ illnttlT oP lau.notll ,...1, 1A 1o1:r.;: • ,..aL~o al4 1a ,._,lac nuetrlb'atloa ~ 1111& 
laol • Doet uao l rlUA ,......., teal Gat \M ....-ua 
If a 111111- poUot 1a otbeP .-trhl t101114 M a -~ 
uoe ,....,. ••uUlt7' 

10 . Qat an t1roo .,...,.... or e44Uloaet boel'4.lal, • 
eiii'PM4er or aol' "' t1roo p•.,t• or l rl\l* ladLo! 

Regraded Unclassified



_,_ 
u. "'' u.e ann• ,.,...,.., .., •• u.. .. ue ur....­

u .. u " ,..,.,. .. ceu pro41MU•t !1M u.u.a ' ''"' -... 
~'~ll*''"' u. OO'Ha ••• et u. s .a. Ao "•Utr u et u..&r 
ta•uou w 8blp plf." ._ Ierk. DeN taa. I PlU• 
OOH,.....t ban .,q daUu aft" aa ... u wUia n-.en M 
.,., WI If ~blat~ l el4 .. • IAII4• ...uu Doll Ulie 
11'1 Ullb fneiUf fMl lt wo.14 M .... 1 .. llh to U,011 ... 
e\rletloae • \be 1el1 ef ..- p14 la eUiler 1M r.aa:ll• 
... \be .... 11 ......... " 

u. Do .. \be l!rUllla ""--1 feel that tM 1rpftJ'G 

u•ea4 la ... u &el4 pt'04lleUoa 11 veaU.AC a 11P1ou .,.._ 
h•t r>oe• U feel \bat ••14 pl4 pN411o\1oa eo-14 ~ 
cvte1114t lt eo, '-7 ..,, .... ,, 

186 

1). n..t '" U.. a4Yant.cu d4 d.t.M4•en•..-• ef a 
.t.Uh••ou n4u11Uoa u \1111 l'ft•• or p 14 ._. • ..... et 
l'lcllaol ag U\e wctr14 &114 npplr ~ w1 tb \1M a4•..­
h &U -.o4 4.l l a4 ... nh6" of "''J'loUOtl oa tl\8 phflloal CNt­

~t \1\I'Oil&)l lat•"'•'loa.l ''" .... " 

ta.~ft!Atlvl&ff OAfiTAb MUV~J!TS 

1- . I>OU Cbl l rlUCib f ftltiiJ'1 t1114 U Wlll4 1M 41111'­
• bll tO IKP1ort ~ l)llll~lll\111 Of I Sobaail of lafGrae­
U.ca 'll'1 tla tbl l rUhb fl'ea11117 Wltb ni)Met t o late...­
t1oaal eep1ta1 ....... , •• 

15. nt• .t.aal'lo .. fl'eaftl')' h ooadclei'UC to...taU• 
or h a 1a1at1oa 4u1pe4 to UIICNI"aCI tbl --•• et 
·~•e.lat1Ye twa&a lato oar eeourltr .. ~,.. Wbat -..14 
ella l rUllla f naeiii'J'• r n etloa be to ..- bsla1atl•t 
u \Mn a peu1M.lltr ef 41Ye1epl q lll.Uar &»~1111" la 
o\Mr -tl'lllt 

16. at h tM P"''"' polloi or She t rlUab ,.,....., 
wUb n epeet to tile natrloU• oa oapltal uponat IIW 
bu \1\llr pellOI .. rtt.a o.t la till putt It ~111 .. 11 
la\lnate4, ._noaa ledalaUOft .-4 pellet n1dla& " 
rorelp 'bllnwlac la u.lte4 Stat .. •"'•'• ~• M .. .-
11814. 

17. Oealn~UI of •JIJHIA41al' ..,. tre4• acre• ... , 
I)I'OiJ"UU (wlta ••nt.oelar .,.,_ " taw uat.tl4 n•&~• 
.-cs ""''•'••) •• .. alcl t• ..._ N41aut•u• et Wll'lt 
, ,1, laol41111• .. 4 Uw -·•·-u• ••' •t ....... 11 .... 
.. 1 wrl4 IIOiaoGO ...UU .... 

Regraded Unclassified



187 

19. Qaat 11 , ... opluoa ot u.. llrU1ab ,.,..,..., u• 
,. .. pee\ to tbe Nlo .Uftl' ~4 plal la \be _,..., 

•1•••• ot .u ... 1a 
20. lib&' 4MI 0o Bl'lUIIl 'fN&e11J'J tad to" tlw 

pro.,eou or ... .,. .... 1101o\&Pr ••• ot 111Yali 'the • oat• 
IJUYII' A&Nt MI\ .... , ... .-l oa .ldllal'f 1, 19)1, .-& 
u.e Hel14eaUa.l .,,..~uoa Yl\h ,...,.,, to \1M ,.rrta" 
ot ~etlo a11YW Ubwlao o-.1 to • 1ft& oa llu • •• )lat 
at taa~.a rear. ... la tiM Loa4oa lllnr ....,... PUC to "-
art .. \e4 bJ tbeaa .... ,,, 

De Jlae tiM IP1UIIl ,...._,.., Yleo 111\la ".,..'to 
wlaat 1.1 ...... w 11-.o• w tile a1lnr wbUb Ml Mia Pllll ,. .... .. ... , 

n. woeu \1111 lri.Ua ,......., .._... .s.u. , • .,.,. .,,.. 
pOIUI OII,'BC te 1MNIM tiM -h1'1 Ul Ot a11Ya7 U 
la4lat 

• I 
Regraded Unclassified



Ssptember 15, 1937 

Ur. Bell and I saw the President at 2 o'clock t oday. 
l! r . Bell pr esented t he general budget summary to the 
President, also a draft of statement or summation or 
the 1938 budget . The President spent most or t he time 
urging us to t r y and have an actual cash balance t hie 
fisc~l year . He said, •For example, any reason why 
the •23,000 ,000 ot Treasury-Poet offic e public buildings 
shoul d be started before July 1?" He t hought that some 
of the road work could be pushed over. He said he still 
wants to make a real effort to get a real balancing or 
the budget i n this year without debt retirement . 

Bell and I pointed out that about t h e only money we 
could really save would be if Ur. Jones stopped spend­
ing and we impressed upon the President that those 
instructions would have to co~e f rom him, and he author­
i zed ue to wri te what he called one ot hie • typical 
memorandum• i nstructing Ur. J ones not to make any more 
new commitments without fir st consul t ing with the Pres­
ident and that he wanted a memorandum from us showing 
just what the statua of the RFC and related agencies 
was . He sai d, "Give me somthing that I can have inside 
mY pocket in case Jones argues lfi th me . • 

I really think he want s to do every t hing poesi ble to 
balance t he budget this year, but when we put up to him 
the question ot cutting c.c.c. down by paying them $21. 00 
a month and reduci ng the enrollment to 200,000, he didn ' t 
respond t o t hat suggestion, although he sai d he would be 
perfectly willing to have t he numbe r ot camps reduced. 

As to next year, he said he not only wants a layman's 
budget , but an actual balancing of the budget i ncluding 
debt reti rement ot $600,000,000 . Mr. Bell sholfed him 
some fi gures for 1939 (see attached): 

Reoei-ote $7,205 M 
Debt Retire1:1ent _,.-7,58)f.6;n,.. 
Available 6,620 U 

I ncreases necessary to be provided tor in t he '39 
9udget over '38: Old Age 100 . 

Cotton 165. 
Mi se 100. 
Regular 5 ,400. 

S,76S 
Bal 855 

6 ,620 

This would leave a balance available tor relief 
of i855,ooo,ooo. 
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When the President was shown this statement he in­
di cated thereon that he would out the reS¥lar Depart­
ment e back to $5,000,000,000 and provide $l,OOO,OOO,OOO 
for 'relief. 

189 

The President decided that he would postpone getting 
out anr summation ot the 1938 budget until after Congreaa 
met, at which time he would send a budget summation to 
the Chairman ot the two appropriation oommlttees in the 
House and Senate. · 

In the meantime he would tell the press that he had 
not been readr to go over the figures and t hat he had 
sent Ur. Bell awar on a vacation. 
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September 16. 1937. 

Kr . Morgentbau sent tor Oli phant and Magill and told 
them t hat the President t elephoned him last night and told h1.a 
tbbt Senator Wheeler i s on a fishing expedition and what be 1a 

trying to do i s to di g into some Railroad Equipment Comp~>I~y t or 
whom Jimmy Roosevelt 'tll'ote some insurance. Senator Wheeler is 
also trying to get something on Joe Guffey, 

The President asked H.M.Jr . , t o "pick and choose• the 
information tha t he sends up to 'Senator Wheeler when he asks tor 
it. He also said thut H. M. Jr . should pick somebody with politi­
cal sense to weed out the i nformation that will be sant up to 
Senator \'/heeler. 

· H. ll . Jr. wa s ter ribly shocked and told the men that be 
hbd never done anything like this and certa1nly would not lllike an 

exception at this time. When Senator Wheeler asked for information 
on Railroad Equipment Companies be r.ould get Just what be asked 
for . He made 1t very clear to both Oliphant und Magill that be 
would not do what the President asked him to do and that he would 
tell the President so . 
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September 16, 1937 

9am 

Before the Secretary went over to keep his 9:15 
appoi nt ment with the President, he called m Mr. 
Bell and told him he was going to suggest to the 
President t he aboli shment or the Nat ional Emergency 
Council. He asked Mr. Bell how much they were 
spending. 

Wr . Bell said they wer e soend1ng at the rate or 
about i70 ,000 a month now although they had been 
spending as much as $100 ,000 or $120 ,000 a month. 
He said he had been after t hem and t hat Gene Legge tt 
had out it down t o $70 , 000. That figure, he said, 
includes about $12 ,000 a month tor t he newspaper 
cli pping bureau run by Y1es Blackburn and that he 
had had her transferred to Leggett and had also 
had her go to the various Departments who get t he 
service and she had been able to have them det ail 
10 or 12 clarks tor the work , which wi ll further 
cut the expenses or NEC. 

Bell said he had tried tor t he last year and a 
half to get the Presi dent to abolish the servi ce, 
but he wouldn't do it until he r ound a Job for 
Leggett. Bell said he spoke t o the President about 
a month ago. The Budget Bureau has t o have more 
people in the field becaus e the present force cannot 
go out in t he fi eld and make investi&ations. 
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Bell said he would like to t ake over , i n some way, 
t he wh ole NEC and make i t part ot the Bureau of the 
Bud&et. He said the Presi dent ' s response was, "Fine! 
See what you can do. • Bell said he wou.ld like FOR's ' 
oerlllission to talk to Woodrum and Cannon. Bell added , 
iWhich I did and t hey t hought it sounded very sensible ; 
to go ahead and work out s omet hi ng. • 

The Secretary interrupted to say, "Each State has 
a ~10,000 administrator.• Bell answer ed, 1 I think 
more like $6 , 000. They were cutting down. • 

HU J r then said •You were so hot tor this, Dan. • 
Bell ~swered, "Ye~, I vras . If t hey have 48 adminis­
trators, ot course t he Bud~et Bur eau would not want 
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a ll of them. All I would want would be 9 or 10 
people in the field -- key people. I have Just 
had four detailed to me for budget hearings and they 
are going to start next week to sit in on t he bearings. • 

The Secretary then put the direct question, •xou 
don't want me to have it abolished?' Bell answered, 
•ot course , I should l i ke to see it ablished, but I 
don't think he will a.nd I am going to t ry to make use 
of it in t he Budget . I think they are rendering good 
service.• 

HU,Jr: 'Dan, you are as bad as the rest of them. 
Well , it is not i mportant enough for you and I to go 
against each other. • Bell said, •we wouldn't, If 
you want to say to the President , 1 Th1s ought to be 
a bolished', I would go along with you, because I could 
get other people.• 

HM,Jr: 1 I am not convinced and nobody else ie. If 
he would simply give them 60 days and say this is a bol­
ished, it would be one less agency and I thought it 
would have a good effect.• Bell agreed , saying , 1It 
would.• Continuing , t he Secretary aaid , •aut you and 
I have always worked 1 ,00~ together. Supposing I get 
it, would you feel badly?• Bell answered, 'No. • HY,Jr 
then asked , ' Do you mird if I try i t? 1 • Bell' a anner 
was, 'No, sir , because I would t ake some of t he money 
and use it in the Bureau.• 
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Saw the Presi dent at 9 : 15 a . m. I said "Do you 
really wa~t to eave some money?" He says : "Yea.• 
He says , You and I seem to want to save money more 
than Dan Bell does. • So I said, "Well, I had a 
very interesting conference with Bell Just before I 
came over to see you. I told him that I was going 
to recommend that you abolish Emergency Council in 
from 60 to 90 days and Dan said, 'Oh, no. I want 
to t~te t hat over into the Budget Bureau and use 
those people. ' I said, Dan, you are Just as bad 
as t he rest of them. • So I said "How about it, 
!!r . President. It ' s $800 ,000 or ~1,000 ,000 . Why 
not abolish it? It has served its useful purpose . • 
He said, "All right. Go ahead and do it. • 

I t hen talked to the President on a strictly 
personal basis and suggested to him that he take 
his battleship and go around to the Coast and get 
a real rest and come back overland. He said he 
doubted whether he would have the time, but he would 
make up his mind t he next couple of days . He said, 
"You know, I still have that hunch on in the inter­
national situa tion,• which is to the effect that he 
is thinking of addressing 55 nations and offering 
himself as a clearing house for peace. 

I told him t hat I was more than willing to set 
the examole for economy and that yesterday I spoke 
to Peoples and told him that the $23,000,000 worth 
ot buildings Just announced, the money must not go 
out of the Treasury until after the first ot July, 
1938. Peoples said that he could co•oply w1 th that 
reques t , but he would like to buy the sites . The 
President said, 1 Why not buy the site , but not take 
title tor at least twelve months so t uat the occupant 
has a chance to look around and find a new locati on 
and if he has a long t i me to vacate you ought to be 
able to buy t he sites cheaper. • 

I said, "If you really want me to save money, Just 
give me enough rope and I will do it. I will se! 
an example for all the Departments in Washington. 

The President said, •Instead of designing these 
post offices in three months , take a year. • I said, 
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1 Don't worrr. I oan delay apend1ng money Just aa 
long as you let me.• 

He said he would lll&ke up h11 1111nd tonight when he 
is going to Hyde Park and if he goee rriday night I 
am goi~ with him; if he goee Saturday, I will leave 
FridaY afternoon b7 aeroplane. 

·-
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GROUP llEETING September ' l6, 1937 

11:00 a.m. 
215 

Present: 

H. l.! .Jr: 

llagill: 

f!. M.Jr: 

Magill : 

H. !.l .Jr: 

Magill: 

H.:.I . Jr: 

Oliphant: 

B.!A .Jr: 

Oliphant! 

H.M.Jr: 

Oliphant : 

H. M. Jr: 

Oliphant: 

B.ll. Jr: 

r.lr. Taylor 
llr . Yagill 
Yr . Oliphant 
Yiss RochP 
Yr. Riefler 
Yr . Haas 
lolr . Gibbons 
!lr. Gaston 
!lr . Thompson 
Dr . Viner 
llr . Upham 
Yr . Lochhead 

Magill? 

I 1 ve got two or three things here that I would like 
to speak to you about after this meeting that you 
sent in to me . One of them, you remember, i s this 
letter you asked to see with r espect to exempt 
corporations - going to send out and get further 
information from them . As to that Geneva matter I 
spoke of the other day, I have checked around a num­
ber of places and I believe that King is the man to 
send. 

That 's all right. 

I think that' s the solution. 

O. K. 

That 's all I 1 ve got. 

Herman? 

I'm ready t o discuss with you and Magill that 
personnel matter . 

Both want to stay behind? 

Yes . And also the Tie Bid case . 

Pardon me? 

The Tie Bid case is in shape now. 

Well, I don ' t want to do tha t this morning . How 
about this afternoon? Some time this afternoon. 

Otherwise, ~othing . 

You stay behind a minute, Miss Roche. I 111 gi ve you 
precedence over these gentlemen. 
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Taylor : 

H.:.l. Jr: 

Taylor : 

rl i efler : 

H.:l. Jr: 

Viner: 

H.M. Jr: 

Viner : 

H. !.I .Jr: 

Viner: 

H.1J.Jr: 

Viner: 

-2-

The President looked over this agenda very rapidly 
and seemed perfectly happy about i t . I'd hate to 
give him an examination in it . So I don ' t know but 
what we are set. 

So I think - Vlayne, I don 't think I want an Open 
'llarket CoiDIIIi ttee next Wednesday . I think I'd like 
to keep next week a s free as possible. Do you want 
to make a note to tell them to postpone it from the 
coming Wednesday to Wednesday a week? 

(Gaston comes in) 

All right . 
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Then do you mind sending me in a memo for my calendar. 
I don't see what we want to - I thi.nk we ought to keep 
next week a s free as possible . Will you let m~ know, 
Wayne? 

I will. 

~o I don ' t t hink,Riefler, tha t there will be any­
thing from now till Monday. 

I ' ll go back this afternoon; be here Monday morning. 

Now, don ' t f a ll over backwards, but as soon as this 
is over I'd like you two gentlemen to begi.n thinking 
a little bit about silver. After this is over. 

ll id I hear you say you wouldn't need us until Monday? 

What? 

Did I hear you s ay you wouldn ' t need us until Monday? 

That's right. That doesn ' t say I 1m sending you home. 

Yes it does . 

Well, I don't - I•ll go a s t ep further - are you 
people invited to that dinner Monday night? 

No. 
I say then if you get back here Tuesday morning -
that makes it wort h whi le to go home . 
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If I can't get to the packing, I can get to the 
unpacking stage. 

Well, Friday, Saturday, Monday - you can do a lot 
of unpacking . Bow's that? 

Don't ac t so disappointed . 

And on this 
rates for a 
good , don't 

(Nods yes) 

bill thing,· I'm going to watch the 
couple Mondafs . I think it's just as 
you (Riefler) think so? 
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llr . llorgent hau, that purchase t hey tnentioned yester­
day - Ua tteson - of 17 milli on for a foreign account -
I checked up on that . I t was a roll- over , except 
for five hundred thousand. In other words, there 
were maturi ties of 16 million, five hundred thousand 
replaced . 

Wha t country? 

Ne therl ands had about 10 or 11 million, Canada 
five million, B.r . s. a million . 

George? 

I have nothing this morning . 

Bow old is Commissioner lloyle? 

Bow is he? 

How old is he? I didn' t say ••.. • 

74 or 76 . 

I think he ' s 79 . 

79? 

Yes. I wonder when his 80th birthday is. 

(To Kieley) Do you want to s ee in Who' s Who 
Commi ssi oner Moyle - the date of his birth. 
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Celebrated his 50th wedding anniversary . 

Vlell, I 'm afraid he ' s going to celebrate his 7!5th 
wedding anniversary r i ght in the Treasury. It's 
a bad situatiqn ove.r there . 

Oh yes, it is. 

Wayne, you going to leave about noon? 

About right after lunch, I think. 

Have a good time . Got anything on your mind? 

Just one thing, in connection wi th this Sir 
Frederick Phillips; have you made any plans about 
doing anything for him? 
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No, I wanted to talk to Mallet and fino out whether 
he wants something done . I mean I'm more than 
pleased to do it if that sort of thing means anything 
to him, I mean I expect to have him a number of times 
here for lunch. 

Well , that was - my s uggestion would be tha t you 
start off w1 th having him here for lun.ch, l et 1 s 
say, Wednesday . 

Any time . I ' ve kept all the week open. Now, if 
he wants one of these dumb, stiff, formal dinners, 
he can have one . I mean if that ' s the kind ot thing 
they like . 

I think they would check on that fairly .. .. 

Will you ask llallet? 

Yes. 

Whether he likes that. If be likes that thing, I'd 
be more than delighted, but if he ' d rather go and 
see Shirley Temple, wl:ly, ••••• 

You' d admire hi s judgment. 

Would you find out? 

(Nods yes) 
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I had one thing more . Tnat Collector of Internal 
Revenue in St. Paul absolutely refuses to resign. 

I know. Guy Helvering is writing me a letter 
reco111111ending tna t we fire him. 

Was in to see me yesterday . 

We're all a fine bunch of tough guys here . Leave 
i t all to papa. 

Absolutely refuses. Did you see the letter he 
wrote you? 

But you had two months to do it in • . Bunch of tough 
babies. 

Yes, but you got my recommenda tion on him. 

Yes, but I've got to do it. 

You told me that we 1vere through with it and you 
passed it along. 

Tough babies . 

September 17, 1858. 

Next year. 

That's what I thought- 79. Well, I ' m very much 
worried that if he stays here after 80 it will be 
a reflection on the President's court policy. What 
was the date of his bi rth? 

Tomorrow's his birthday. 

Tomorrow be his 79th birthday . 

Get a little publicity in the paper that he's 80 
years old and that he started with Woodrow Wilson. 

That he's in his 80th year tomor row. 

They announce every mor ning the birthdays . 

They have l i ttle columns. 
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I'll have the boys go around and congratulate him -
is he in town? 

Oh yes . 

- on his bir thday t omorrow. 

Nice old boy, but he doesn't deliver. 

Are you (Taylor) all f ixed up? 

(Nods yes) 

What have t¥;gu. ot taere? 

Those are the two duties t ha t I have. 

What's that? 

Ransom and Mallet. 

Oh . I think we can wai t until next week on Ransom . 
There ' s nothing to talk about . 

Well, I want ed to call off that meeting for Wednesday . 

Oh yes. Oh yes. • nd t hen tell Ransom what we're 
doing and as soon as anything happens, wey, we ' ll 
let him know; and that if and when there is something 
I ' d like to discuss it with him individually at the 
beginning and then - and certain member s of hi s 
staff, Goldenweiser and Gardner - those two ; limit 
it t o those t wo . 

I think we ought to have them available . 

Will you clear that? 

( Nods yes) 

Thompson? 

Nothing important, sir. 

You showed that letter to our friend Forster. Does 

he take a photostat copy? 

I have photostat copies made and give him one . 
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~verything else all right? 

Plenty of routine, but nothing important, sir . 

Jake? 

(Nods nothing) 

Bow's the housing situation? 

Why, it's getting worse. 

Didn't match after you left me, did you? 

No . 

Huh? 

No. 

I'm going to take you on with~ Hawaiian coin. 

Will you (Upham) have a talk with Taylor before 
you leave, get any ideas? 

Be glad to, yes. 

He's going to take a -start e t the mouth of the 
~ississippi and swim up. Kight talk to Taylor 
before he leaves. 
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Exchange is holding a little quieter than yesterday. 
I have those figures on the securities purchases 
you asked for. 

Yes. This constant reference to the franc 
slipping I don't think is nice. 

Let's see, Herbert, if what I said- how it sounds. 
let's just see. 

(Krs. Betts comes in with 
ticker clippings) 

•Korgenthau announces resignation of Internal 
Revenue General Counsel and Assistant Counsel as 
result of policy differ ences . 

"British official invited to Washington by 
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Morgenthau. »orgenthau refuses to discuss franc 
decline and gold price. 

•Washington. Secretary of Treasury llorgenthau 
announced that General Counsel for Bureau of 
Internal Revenue Morrison Shafroth and Counsel 
Russell Ryan have resigned effective Saturday as 
a result of differences over administrative 
policies . The Secret ary declined to comment on 
just 1v~at policies were involved ." 

/.ell, here's the English thing: "Secr etary 
Morgenthau announced that he had invited Sir 
Frederick Phillips, British Under Secr etary of 
Treasury, to Washington to discuss working of 
t he tripartite agreement. llr. Phillips had no 
s pecific objective in coming to Wa shington, the 
Secretary said, adding tha t there will be visits 
from time t o time simply to e s t ablish policy . 
Officials of the Treasuries of member s of the 
tripartite agreement will visit with the Secre­
tary, he said, to exchange views as to the working 
of the agreements. Undoubtedly offici als of the 
United States Treasury will make similar visits 
abroad, Yr . Yorgenthau stated . " 

Just doesn' t name the of ficial that's going . 

"Asked whether silver policy will be discussed, 
the Seer tary s t ated that the Treasury bas three 
and a half months to !itudy the silver program, 
since the limit agreement does not expire until 
uecember Jl, and that the Treasury intends to 
study it. 

"Discussing the visit of William W. Butterworth, 
Treasury Attach! at the United States Embassy 
in London, the Secretary stated that he was 
appointed to look a fter interests of the United 
States in England, as was Uerle Cochran assigned 
to Paris, snd both will come to Washington once 
or twice a year to r eport and to take up latest 
Treasury policies . 
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"Asked about reports that there may be a change 
in price of gold, Secretary llorgenthau sai d today 
that it was too nice a dey to discuss this sub ject. 
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A similar reply was made to inquiries as to 
whether Tr easury contemplated any move under 
the tripartite a greement as a result of the 
decline in the French franc . Yr. Korgentbau 
stated that the agreement was 1n continuous 
oper ati on and was working from day to day." 

So far so good? I ' m sorry I didn't put in tha t 
Mr. Viner and Mr . Riefler would study t he silver 
policy . Remind me, Herbert, to add that Monday . 
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This i s United Press: • secretary Yorgenthau 
announced today that Morrison Shofroth, Chief 
Counsel of t he Internal Revenue Bureau, has 
resigned because of differences over departmental 
policy. Sbafroth 1 s chief assistant, Russell Ryan, 
a lso resigned, ~orgentbau said . Yorgenthau would 
not disclose the nature of the differences, but 
denied that he bad bad any personal disputes with 
Shafroth . It was understood that Shafroth would 
resume his l aw practice in Denver and t hat Ryan 
would go back to his law pr actice in Indianapolis . n 

Well, I certai nly think the boys played square 
with me . 

You did.n ' t call Sbafroth? 

I've talked to Shafroth . 

i/hat di d he say? 

He said , •That 's fine . " 

•Secretary Yorgenthau a nnounced today that he hos 
invited Sir Frederick Phillips, Bri t ish Under 
Secretary of the Treasury, to come to Washington 
for di scussi ons . Korgenthau will meet with Sir 
Fr ederick on Uonday, he sai d, odding that the 
British official 's missi on has no specifi c objective . " 
And so f orth and so on. That's t hat . 

•London on Phillips visit. London. Enquiries in 
London led to belief that t he visit of Sir Frederick 
Phillips to the United States Tr easury has as its 
obJect the establishment of a personal contact, taking 
advantage of a holiday trip to America. Sir Frederick, 
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who is an Under Secretary of toe British Treasury, 
had a long standing arrangement to spend Dis holiday 
in Canada tor faaily reasons. It had also been 
a rranged that he should take the opportunity to 
visit the United States Trea sury to have talks 
with Secretary Korgenthau. It i s felt here that 
there is no question of a~ negotiations, and 
no particular subJects for discussion have been 
defined." So that ' s that . I ' m satisfied. 

Everybody happy? All right. 
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GROUP ILEETING September 17, 1937 
10: 00 a . m. 

Present: llr . Magill 
Oliphant 
Gast on 
Bell 
Lochhead 
Upham 
Thompson 
Haas 

a . J.Jr: 

'Jag ill: 

a .r.&.Jr: 

·~agill : 

H • .!. Jr: 

Magill: 

H.!si.Jr: 

~agill : 

a . III .Jr: 

r.lugill : 

H.M.Jr: 

Oliphant: 

H.Y.Jr: 

Oliphant: 

lllr. 
Mr . 
Mr . 
lllr. 
llr. 
llr . 
lllr . 

You're (Magill) down for 11:)0. 

ll: )OJ yes . 

You know that Executive 
call last nigbt on it. 
on it. 

It i s? 

Yes . 

Order I gave you. I bad a 
It ' s a l l right to go ahead 

I think toe Order's all right as an Order. 

'liell, 11:)0 . 

I ' ve got one or two other little things that I migllt 
speak to you about at the same time. I had - you 
might be interested in this; I had a long talk witb 
L. B. Parker yesterday noon about the tax r evision. 
It looks good . 

Now, Berman, it1 s - are you through? 

Yes. 
I've got to get a lot done. If you (Oliphant) will 
give me and have ready this morning your recommenda­
tions in the order that you want them, I ' ll take them 
with me to Hyde Park . 

I ' ll give them to you. 

What? 

Yes, sir . 
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And if- I ' ll say 11; uell , you're coming in at 
11 o ' clock with Peoples . If you could stay nfter 
that a couple minutes. What? Give them to me 
1~ the or der Of your preference - i! you have a 
cnance, before taat. 

Yes, we'll visit. 

22S 

If you (Oliphant and Uagill) could visit together. 
And it ' s- well , after you give it to me- it's 
clear in my mind, but I want to play with you. It ' s 
clenr in my mind, but I' 11 get yours first. You 
(Liagill) can't read my mind either. 

Well, I 1m going to try. 

All right. I 1ll put mine down and I'll have it on 
a piece of paper when you come in, r.ith the pa per 
turned upside down. 

Now, what about silver? 

Well , Senator King just called me up and said he 
had had lots of telegrams ••••• 

Little l ouder . 

Be haa lots of telegrams from tile .'lest and there 
xas lot s of discussions about what was going to 
happen t o silver after t he first or tne year . l.nd 
I said, •Well , ! 1 m not nanuling that; Mr . Taylor ' s 
nandling that, and I'll tell Ur. Taylor you called." 
He said, "You might also t ell Llr . Taylor tha t I have 
told him tha t when that proclamation expires, London 
Silver Agreement expires, the President has no more 
right to buy silver except under Silver Purchase 
Act tnan be bas to buy apples .• Senator Key Pittman 
made a speech about it. 

'.7ell, what does he say? 

He says - Key straddled on it a little bit, but Key 
says he ' s inclined to ~ gree that after t he firs t of 
the year you can' t buy a ny more 77-cent silver , and 
that you' r e •• • • • 
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Rend him your little "Stein. • I think it is very 
apropos here . 

You like tha t, don' t you? 

lYell, I like it in a situation of this kinr.' .... 

Well , I call this good news . 
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This is Henry Morgenthau, Junior; it's not Gertrude 
St ein, but it 1 s in the manner : "'llhy should the 
t axpayer t ax himself in· order to pay f armer to grow 
less with the result that the taxpayer pays more for 
his food and c l othing?" '.Vent me to do it again, 
Herbert ? 

No, I think I get the genera l drift . 

l:luh? Bell likes thot . 

I think it f its silver as Hall as the farmers. 

How about gold? uoes it fit gold? 

Nell, 1t might apply there too. 

Den, you want to tell them about what ' s going to 
appear lllond~>Y about that i .ndependent agency? 

Oh, the Pr esident signed an Executive Order yesterday 
abolishing t he Nati onal Emergency Council, effective 
December 31. 

Great loud cheers . 

It will be in the next Federal Regis ter - Monday or 
Tuesday . 

It's one of those t hings to which I point with pride, 
but afterwards . Whet? Herbert? 

No, I haven't anything more. 

I mean do you click on th.is? 

Oh, absolutely. I thought it • •.• • 
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I don ' t Just know who "Red• Lescett•s fr iends were, 
but! dida't t hink he w~s worth a mil~ion dollars 
a year . 

They can put him s omewhere else . 

He has so~e fr iends , appar ently, because they want 
him taken care of. Wouldn't be surprised to have 
him land some place in the Housing Authority. 

It means nothing pro or con to me. I mean I 'm not 
a friend , ! 1m nothing; I' m thinking of the whole 
picture . If you can get him a Job, swell . 

Is there one good lawyer in the organization? 

I don• t know. 

I think it ' s almost wholly a publicity organizati on. 

Yes . I think Alverson was a good lawyer. 
He ' s gone . 

He was . O.K. ? 

O. K. 

And I want to say, in this room, a s far as I ' m 
concerned this Shafroth thing is a closed book . 

Yes . 

And I read last night's New York Telegram, and the 
rest of them, and all tha t. I think if we all sit 
tight, Just keep our mouths shut, there will be e 
few editorials, o few things, and in another day or 
two it will be forgotten . I think my curbstone 
opinion not to try t o answer is O.K. 

Yes , I think so . I couldn ' t think of any vnsvter 
that would be any good . 

You (llagill) sa tisfied? 

Oh, absolutely . 

You (Gaston and Oliphant) satisfied? 
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I have nothing this morning . 
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I sent for Harry White . 
to have him available at 
little home work . 

I want to make arrangements 
Poughkeepsie so I can do a 

I didn' t bear . 

I'm going to have !:larry Wnlte come up Saturday , 
be available at Poughkeepsie, so be can come down 
for a couple hours at a time. I don't feel yet -
I mean if you bSked me now much gold South Africa 
produces, I couldn 1 t say, and l want ••.•• 

I t hink the t ' s a very good idea . I talked t o him 
this morning. He'll be ready for you . 

I mean I haven ' t got tha t stuff . I 'm rusty on it . 

How long is Sir Frederick going to be here? 

A week. You 1vant to talk to him on tax business? 

I' ci like to. 

Well, we•ve got e tremendous program, but I ' ll see 
to that. But I don't want the aan to feel that 
we're -that everything has to be settled in a week 
or that anything has to be settled. And after my 
talk with Mr. Hull this morning - he called on me 
in my apar t ment - I ' ve decided that I 'm goi~ to take 
him over there t o Mr . Hull Wednesday a t 11 o clock, 
and that will be notice to the world that the State 
Department and t he Treasury are one. And Mr. Bull 
can do a bett er job than anybody else can on this 
trade treaty. Mr. Bull wanted to come her e and do 
it quietly. I said, • No." I think it' s a very good 
ef fect to go over there and let t he newspapermen go 
over. 

I t hink it' s right, yes. 
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Lf done secretl y it would have a bad effect . 
Let Ur. Hull do it . 

Be all right if it was here, but it should be done 
with the Secretary of State . 

He ' s one member of the Cabinet who is over-generous 
about coming; and theref ore, I am over-generous about 
being courteous . 

That' s right ; it ' s according to form . 

Wr. Cummings will never come here . 

Uh-huh. 

Incidental ly, I haven't got the invitati on, but I 
wish you' d follow this up, Herbert; I have an invi­
t a tion, according to the newspaper, for this housine 
thing, I think, on !Aonday morning, and I may no t be 
her e , and somebody ought to go . Geor ge, who ' s your 
man that you •• •• 

Lindau. Wesley Lindau. 

Yes . 

He 's been wor king with Mac on that • 

• Yby don•t you go over ther e with him? 

liuh? 

All right. 

When Viner saw the notice that there was going to be 
a meeting on housing, he seemed to b e very much 
interested, said he might want to get in touch wl th 
you before you went over . Talked to Riefler. I just 
mention that to George ln case you want •••. 

This is a publicity thing. Why don ' t you and Lindau 
go? I don't know anybody else to send . Doesn' t 
sound very complimentary, but I mean • ••• • 
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I'm glad to fit in where I can be useful . 

(White comes in) 

Harry, I will want you a t the Nelson Bouse, 
Poughkeepsie, available from Sunday n.oon on. 

(Nods yes) 
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So you can arrange how you want to go up to suit 
yourself. But from- I mean I'll put it- I mean 
the earliest t hat I 'd want to see you would be 
Sunday at four. Tha t would be the earl iest. 

All right. 

I mean the earliest I 1d want to see you, and I -
what I want to s ee you about is in connection with 
Sir Frederick Phillips ' visit. So will you be 
available at t he Nelson Bouse from Sunday at three 
on? 

At three . O.K. 

And I'll leove it t o you how to get there, but - I 
mean I can send for you oDd get you back. 

All right. 

O. K. ? 

Yes, fine . 

Thompson? 

(White 1 eaves) 

I have nothing. 

Nothing to sign? 

No, sir. 
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Dan? 

I haven't anything now. I ' d like to clean up some 
odds and ends before I go this after noon. 

With me? 

Yes 

Boy\ I put you down for half an hour at lO:JO . 

Well, that 1 s Fechner. 

Well, any time left over there . 

Well , there' s some things that I haven't gotten 
together . 

Well, all right. Will you remind me again? 

I ' d rather have this afternoon if you could . 

Well, I hope - depending on the weather and every­
thing, I hope to leave at two. Depending on the 
weather . 

Well , I think I' d like to have a little time 
after this to get together some stuff on the budget 
maybe that I want to talk to you about . 

When would you be ready? 

Probably 12:)0. 

What? 

12:)0. Only take a few minutes. 

12:JO. Sold \ What? 

Fine. 

Cy? 

(Nods nothing) 
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You asked last evening about the holdings of 
Government obligations , short-term Governments, 
by foreigners in this market . 

Yes . 
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ihere are 245 million dollars worth of short-term 
Governments held by foreigners . 

Bow much? 

245 million, of which about 150 million is held by 
central banks with the Federal Reserve. They •• • • 

Better give it to me lionday. I'm not absorbing it . 

O. K. 

Why do you (Baas) send these things (charts) in? 

I thought it was a good picture . 

I just wondered wny. I mean I'm no longer inter ested 
about market . 

I thought that would make you f eel good, to look at 
those curves . 

derbert, isn' t there a single newspaper in the 
whole United States which will admit that the 
Federal Reserve and the Treasury di d a good Job? 

I think tha t they r ather di d admit it - the story 
in the Herald-Tribune yest erday morning. 

All right. 
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MMllWIIlllll Or !HI D.t.Y 1S ACTmtJIS 

Sopteaber 16, 1937 

To: The Secretar.y 

From: Kr. llacill 

1. !ax reYiaion, 1938 

J tl])ent ne&rly two houra diacuuing the major queotiona of tax 

rnhion with llr. L. H. Parker. Ria th1nk1ng h along linea liaile.r 

to rrr own except in the eaae of C41Pi tal ¢na where he deairea to 
ll>llke the ratea lower thNl aeeaed to ae desirable. He aald, 1110011& 

other things , that he thoucht the tax bill would be nry popular in 

Congreae if $50 ,000,000 of excises could be el i mi nated. He t hinka 

it would be justifiable to lower t he married peraon ' • exemption !rom 

$2500 to $2000. Finally, he 1a wch i nterested in plana !or 1Dduc1ng 

th e atatea to repeal their praaent income and estate taxes, receivi ng 

instead a portion of t he Jederal rnenue obtained ! roa auch aoureea. 

J have asked Jl(r, !tent to work upon a plan whereby tho ataha 

would give ue authority t o tax the i ntereet on etate and municipal 

bonde and the e.Uariea of atate and local officera in exchance !or 

diatribution t o thea of part of t he proceeds of t he income tax. 

2. Fiscal Co~ittee , League of Nations 

Commissioner l!elnring informed me that he thoucht Yr. !tin& 

wae the beat aan to aend t o t he meeting at Genna: and that it would 

be well t o send a man i f we re.Ul7 planned to atteapt the negotiat ion 

of t r eaties with forei gn countries for t h e exchance of tax i nformation. 

Following our conference thie mornin& I asked Yr. ltng t o prepare a 

!:lemorandua of i toea to be undertaken at Geneva and to arrance hh 

eftalre ao that he could go t o the meeting. 

q.,._ 
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P.&RlPHRASI: Or TlLIG!Wl REOUVED 

FROll: .Aaerioan llllbaaey, P&r1e 

D~TE: September 16, 1 p.m. 

NO.: 1298 

FROll OOOH!Wl - RUSH 

Uy informant eaid that at ten fifteen the demand for 

sterling was etrong when bank opened and he began providing 

it at 147. )ly informant also said that control yielded 

approximately one million pounds yeeterday merely graduat ing 

the frano 1 s decline . 

I wae informed by market contaote at twelve o'clock 

that although control managed for a while to push rate down 

to 145 l/2 it had again returned to 147 where control was 

still proViding pounde. 

Thie morning AGENOE EOONOlliQUE carriee a l ong story on 

conferenoee among experte at United States Treaeury With 

vieite of Cochran and Butt erworth. The preeentation of a 

Britieh eoheme for renewing war debt p~ments on a modified 

scale ie attributed to Butterworth. There is also reported 

the poseible early visit of Undersecr etary Phillipe of 

British Treaaury for Anglo-American monetary oonvereatione. 

BULL ITT 

U : DJW 

235 

Regraded Unclassified



236 

jfJ 
ftOII: Alluioaa la'baa~, Parle 

10.1 1!01 

DAU1 lep,•llw 11, 193?, 15 p .a. 

ITRlC!LT COifiDEI! IAL 

!od&f I bad a brief 'alk wi'h BoDDa' wi'h reference 

to the finaJlOial eUuaUon . Be told ae t hat U wae hh 

lllliaf and alwar• had lleea hie belief that approxiaatelr 

!til •o ,., po1111d wae the true Talue of the frano. !he 

preeent fall of the frano wae not, t herefore, dieturlllnl 

•o b1a and U wae hh llellef tbd 1t would lndeflnUelr 

nuo,uate i11 the Deighllorhood of l.S. 

Jkuane' eald, with reference to t he reaeooe for t he 

fall of tile frano, tha' i t wae hie belief t hat beoauee of 

the 111•~•1oaa1 eituatioo large oapitaliete, epeoulatore 

and baoka laa4 eold lar1• quant1t1ee of fraooe r eoaoilr. 

Be aa1d , ... , a eiatlar affaot had bean produoad 011 .. u 

oap1iali'''• llo'b 111 Parle and t he pr oTlnoee, bf ihe 

illtftllal llhaUon. BoiUlat a&ld that the boabiop in 11ha 

Rue de Preeaboarl &114 'h• Rue de Boieeiere had produoed a 

fH11DI of t111p0rarr 41-r, wbloll bad raaoiad UDf&Toralllf 

- tile fJ'UII, llllt tlaeae lloablDII 111 'be 10111 1'1111 WOUld 

pro ... • a tadiMf of p11bl1o op1111oo ill J'ranoe to 'UJ'II 

•owar• tile rllht par''''· J 
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y 

OODWD&l el•Uoao Wo.&l4 laan OD tho fnae1 I polAtocl nt 

tll&t U ... allloo\ oon&la that be la41oa1 toolal1no 

ww14 looo aa4 \kat a a&libG' of offlooo wolll4 'be pllae4 bJ 

tho 0~ iillhto. loaaot•e reply ... \laat u wae bh fee11Jic 

tlaat \be ~or la wblab the eleoUoa W0\&14 llo pr .. aah4 

to rraa.~ pullllo oplaloa ln a4~anoo wou14 laraely deteralae 

the eff•t 01a \be fruo. ! be ned aeo4 not prno cllaa~ 

Uno or n• uafaYoralllo lf U 0011ld be roalho4 in ad~a.oe 

liJ noryoae 11! rranoo \laat 1' wao oorhlA 'bat tho Ra4loa1 

8oo1a11e\o would lo .. a auabor of ooah and 'bat 'b' Ooe-

.aale\1 would ~ln a oonoiderabl e nuabor of , .. ,,. 

louet 1ntone4 ae that he W01114 announce hh ordiury 

'lliuqot for tho o•l•a year on nerl tu .. d.ay. lot oely wollld 

a MlaiiAie l»e -... 'lliut thoro would be • eurpluo of 

4,000,000,000 truoo \o be •PP1114 to uorUaaUon of \he 

pat~Uo doll\. 1\ wao bh 'belief 'hat a 4eolded faYOr&llle 

otf•t .. •~• futuro OliObange ra'• of tile frano would 

re11&1\. 

I ti.auHil no ooatac outoaal el•Uoae la thll oea­

... uoa , .. ,_...Y wl b at., wllle npreooed the oplaioa nat 

\llle ... laUI\1 al&ta\ pta a f• poe\1, \laat 'b• Radloal 

loolalh\8 .. al4 lo .. ...,oldoralllr, aad '"' the o-ut•h 

-u pta -•l4eltalllr· fto prepooocl tul .. of \be o_. 
-''' 
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-'•• _. ~ee~au.- , ... u .. •• -. -.. ..._ u .. 
..... ,_ .., _ ......... le ... la ..... . 

•• ea&• taa• tu&• a J4 •enalalr •' Uke plMe Mfere 

•• ... , .. a\ eleeu ... _. u u• aet MUen tMt tllne 
wu .., "MlMUtJ .. , lt ... u tue pi.Ue tllle fall, 

••• 
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COD AT 

Paris 

DatEd SEptEmbEr 16 , 1937 

Rtc 1d 7:40p . m. 

SEcretary of Stat E, 

rlaahington. 

1300, SEptEmbEr 16, 5 p . m. (SECTION Tl'() ) 
...... 

AGF:t"CE ECO!'e!JIQUE this I'IOrn1ns carriEd signEd statE-

:'IEnt by BEl&ian FinancE MinistEr DE :.tan of 11hich follow ­

ina is translation. 

"I am told that thErE al'E som£ pEoplE who arE con­

cErnEd ovEr thE r EpErcuss i ons Ol' tbE dEclinE of tht FrEncn 

franc upon BLlgian Economy. 'rh~y arE wrong. 

EvidEntly any monEtary unE.la1n=as i s rEgrEttablE 

in itsElf i f only bECaUSE Of thE El:~Ent of insECUrity 

t~t it'introducEs into commErcial rElations . But in thF. 

particular cas£ of Franc E and BElgium at thE prEs Ent 

momEnt no sErious disturbancE is to bE fEarEd in BElgium. 

ThE movEmEnts of thE FrEnch franc at a bout par cannot 

const itutE a sErious dangtr i'or our conuntrcial rElations . 

llor EovEr, it must bE rEmarlcEd that in FrancE thE 

moVEmEnt of pricEs has foll0\1Ed ExchangE movEmEnts in a much 
• 

morE rapid and complEt E mannE r than Jn our own country. 

This again rEducEs thE Efftct ot thE variations of thE 

f r anc on our commErcial rElations . 

As tor thE dirEct r EpErcussion of Fr tnch rrsnc movE­
mEnts 
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FS 2- No. 1300, SEptmbEr 161 5 p . m, from Par!a 
( SECTIONT\¥0) 

mEnta on the value of our monEy, i t is nil , Those who 

uprEss fEars oonccrntng thE stability or t hE BElsian 

franc SEEm to isnorE EVErythins that has occurred in our 

country durtng thuE last yEaN . It h as bEEn a lons ttmt 

s ine£ thE BElgian franc has bEen ' ttEd ' to thE Frmch tranc 

in any manner whatsoEVEr; and tt is only rESrEttablt that 

thErE arE still pEoplE who i gnore it EVEn aftEr so many 

years . 

~fuat c ounts i n such a mattEr is thE actual fact and 

not a backward s tatE o f mind , Tht fact which rtma ins 

actual--the only d EctsivE onE- - is that sincE March 19~5 

th£ Belsian franc has found its rEo.l pe.rity with rt:spEct 

to thE vorld market . ThE BElgian franc is protEctEd 

against any surprisE bEcausE its futurE is bound, not 

with that of thE FrEnch franc , but to our intErior _ 

budg Etary Equilibrium, to thE sound proporti on bEtWEEn 

our g old rEsErVEs and thE volumE of our ctrculatton and 

finally to thE f rEal partty t on thE world mark Et , wtth 

rEspECt to ESsEntial mErchandisE that wE import and that 

\1£ Export . 

ThosE who will go to th£ troublE of thinking oVEr 

thESE rEaltt i u can t hEmSElVES draw thE ,conclusions with­

out thErE bEing any nECEssi ty of an official declaration 
'~ .. ~ 

rElat iVE to a problem t hat is not EVEn rais,Ed• " 

END OF MESSACIB . 
·'' 

S14S : RGC 
BULLrrT 

Regraded Unclassified



Secretary of StatE 

Washingt on 

R!J3H 

13061 SEptembEr 17, noon . 

PRO! COCHRAN . 

CODAT 

Paris 

DatEd Sept . 17, 1937 

Rt c 1 d 8:45 a . m. 

241 

French cont::-ol b<.:gnn giving ster ling at ont hundrtd forty 

six point ninety whtn bank opcnr.d thls morning. RatE has 

sonlE\Ihat improved during thE for Enoon but continuEd intEr­

vEntion has bEEn nEcessary. Yester day tbt control yitldtd one 

hundred ninety million francs of forQgn txchangE. 

l'y informant told mE that thErE was absolutely no truth 

in prtss rrport yesterday that Bank of Franc£ officials bad 

madt quick visit to London . Ht told mt in strict confidtnot , 

howtvtr , that Cobbold of Bank of England is dut hErE Monday 

morn1ng. 
AG:!:NCE ECONOMIQut carriES full column Ntw York story on 

American Trtasury's plan f or ~~~trtncE with Phillips and on 

sympathtt1c Amtr1can ait~~ua~ toward Franct • 
• 

' BULL ITT 
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u.ro 

Sec::c~::..ry of State 1 

.. ia::~hin.:;ton. 

i c 1' coc:-~;~: . 

CODAT 

Paris 

Dated September 17, 1937. 

nec 1d . 2:50 p . ~. 

. lair t:ll"novcr < n s;u~ll lot, of s tel' ling. Teci.!llic::.l 

l'E.cc ':·•.on w'1ic!. is s ooner or later c·:l)tc t cd frO:! o\'e;osold 

) On.' I;:'.. on b.ao not yet set in . For n \1!l:>.l E tllc ;~:-~:c t 

acr.11 o:•: to t mprovc on "ll'EnA report from L'l:'!non 1: .:.~~.'.; t:hc 

F·•cnc:1 control would cnC: ca vOl' to bri11,1 the rn'.:E t n .1nc 

ln~o"ld:.• cd for t y fi vc and hol d ;. t there . J:y usuul l"..c: ·':ct 

contac ~s think the franc is f ar from settled and t2nt it 

cann ot be h Eld very lonc at even one hundred fif t ;r. 

<?rene'•. co~ttrol still intcr•1tnin3 in forn.<rd raar::ct . 

Fcr.t\\- c of today ' s tract:i.n:; io weai;:nc1s of bcl:;a . I'ornarn 

disco n t t\10 days a c o on l'l cl:.a wall five while t oda:· i t 

1•.:-a :1ace£d fonrtc£n and still unsnlcalJJ.c . I n spi~C of 

c'l.c ' co.n s t s ta ~ cmrnt qno1:cd yr.n tc1•1\ny Jr nrl<ct evid ently 

believe~ ocl.:;a can not stand l'lUOh rJor c dcprcc ia t~on i n 

the r-.·nnc . 
P::: ::il! pre <J3 c ontin"C"' to s t r E"' po11Aib1lit!' of London 

~r.: :crs renen: n,; in Deccnbcr t:~c1r fort!' nill~.on -,o nd 
cret".it 
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Vl! 2- l'o. 1307, Stptmb~r 17 , "!. p , r.1 , , t'l'om Paris , 

Cl'tdi t nnd it1 hapey t o quotE financial n ews op~1.c>n t:~at 

i f ',;;u; Uritis:1 banlcEra shO\'.ld not d esirE to prolo!l{; 

t llia ;"'rofi tablE t ransaction , Dutch bankers 11ould bE 3lo.d 

to tal~£ over at lEas t a pn:.-t of th£ crEd1 t . !Cnoning hC'I1 

"-'1.'!., fEEls about thE F;:ocnch si tuo.tion I sEriously cloucJt 

FrancE obtn~ninG any n~~istance on hia ~rkEto 

EuropEan financial prtsa contl nUEII !)lay ;1p ?lashi:'l;;ton 

nctt~.flGS . FrEnch .-:l'i ttrs and. o'.JaE:-vcr " a''E L"!cl: nEd to 

ttJ::>rnsizc prFs •!ned :.ntcrEs t o! Amr.ricaus and 3rj.t16..l in 

stEin& political difficn ltiEG avo::..,td in l•rancE c.nd con­

scnv;ntly to EXpec t aaaistnnc c f or F·r.ancE ns a rcs;.•.lt 

3<JLJTi'T 

•.. 
'\: . 
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RB ECONOYY IN C. C.C. September 17, 1937 
10 : 30 a.m. 

Present: 

H.M.Jr: 

Sell: 

Fech.ner: 

Bell : 

Fechner: 

Bell : 

Fechner : 

Bell: 

Fechner: 

Bell: 

Fech.ner: 

Wr . Bell 
Wr . Fechner, Director of c.c.c. 

Well, the finances for the balance of this f i scal 
year - Mr . Bell talked about different conversations 
be had with you, and I just wondered wnat we could 
do f or the rest of eight and t. half months; if, 
from a financial standpoint ... Do you (Bell) 
want to •••.• 

Yes. We're trying to f ind ways and means of 
eliminating this deficit , some four or five hun­
dred million dollar s , for the fiscal year 1938 . 
And C.C.C., of course, has about 350 mi llion dollars 
to spend, plus wbvtever carry- over they had l ast 
year - about 400 million, the tota l . And we'd 
just like to know wha t could be done t o cut down on 
that expenditure, economize; maybe, i f necessary, 
reduce the number of camps , if that isn' t going 
to • •• • 

Well, I di dn't understand that we had 350 or 400 
million dollars. We have definitely turned back 
35 million. 

Well, I mean appropriated there wa s 350 million. 

That ' s right. 

We have 35 million dollars in reserve. 

And we have no intention of asking for any of that. 
1'/e are making our plans on the basis of getting along 
on the 315 million. knd if we had any carry-over , Dan, 
I don' t know anything about it. 

'Nel l, that was Just your unliqui dated obligations . 

Yes, for l a.st year . 

You'll have almost an equivalent amount, pr obably, 
carried over next year. 

Yes, sir; yes , sir . 
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Bell: 

H.M. Jr: 

Fechner: 

H. 11 .Jr: 

Fechner: 

H. !.!.Jr: 

Fechner: 

B.M.Jr: 

Fechner: 

H. !.! .Jr: 

Fechner: 

H. !.l.Jr: 

Fechner: 

H.ll.Jr: 

Fechner: 

Fechner : 
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-2-

1939 . 

'•I ell, llr . Fechner, this was the thi I I mean I ng , as g et 1t • 
want to get this thing 1n my own head, 1t 

I can. 

Yes, sir . 

How many camps are you down to now? 

At the present time we have 1851, and we ' re closing 
247 at the end of this month; and we•ll close the 
remainder to bring it down to 1500 at t he end of 
Decell!beM 

• - - --Now, you bring it down to 1500 . 

!ies, sir. 

Now, how many people will that- that ' s the end of 
Decell!ber? 

~es , sir; beginning January l we plan on having 1600 
call!ps in operation. 

Now, how ll!any boys will that be? 

An authorized enrolllllent of 300 , 000, which we expect 
to be able to get ; that ' s what the law authorizes. 

Yes . As a ll!aximum? 

Yes, s1r. 

Well now, that means - that's 200 boys to a camp? 

Yes, sir . 

Well, am I correct that all the rules are off now 
about"taking the boys from r elief famil i es? 

Oh no . But we are not confined exclusively to boys 
from families receiving public welfare aid . We ar e 
perll11tted to enroll boys who are unempl oyed and in 
need of ell!ployment - that's the exact wording of t he 
leg isla Uon - and whose familiell are earning below a 
reasonable standard for their maintenance. 

Regraded Unclassified



Bell: 

R. M.Jr : 

Bell: 

Fechner: 

H.M.Jr: 

Fechner: 

R.!.I .Jr: 

Fecnner: 

H. !A .Jr: 

Bell : 

Fechner: 

-3-

There ' s just been a release of some of the strict 
requirements. 

246 

Well, the reason i s that the boys aren ' t available­
isn't that the answer? - to fill those r equirements . -.. 
Strictly from relief rolls . 

Strict~y from relief. Yes, that's correct . But 
then, Congress , Mr . Secretary - when the new legis­
lation was under considera tion before the Senate and 
House Committees, both Committees very definitely 
expressed opposition t o retaining •relief, " but we 
had the Nord •relief" wr itten in the original draf t 
of t he l egislati on, if Mr. Bell will recall, and both 
the Sena te and Bouse Committees el iminated the word 
"relief" and wouldn ' t permit that word to be included 
in the legi slation . They jus t said •unemployed" and 
"in need of employment.• 

Well now, is it going to be difficult or easy to 
close 351 camps? 

Every Congressman and every Sena tor and every 
Chamber of Commerce and every local organization 
is just raising hell about every one of t hem, but 
that ' s been the story !'or the last 18 months, since 
the reduction program started. Of course, we 're 
Just standing pat and telling them that tha t' s all 
the money we ' ve got and we ' ve got t o close them. 

That 's your answer? 

Yes, sir . I think you must know, Mr . Secr etary, 
that these darn camps a re just about the most 
popular thing I know that the Government is do i ng . 

You have done a beaut i ful Job. Everybody ' s been 
delight£d with it. You1 ve done a magnificent 
job . 

Are you still goin& to r equire that they s end the 
money home? 

Yes sir Or in the case of orphans or those without 
dep~ndents , i t will be impounded or given to the Chief 
or Finance to bold until the boy is discharged. 
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ll .IJ.Jr: 

Bell : 

Fechner : 

Bell: 

Fechner: 

Bell : 

Fechner: 

Bell: 

Fechn~r : 

Bell: 

H.Y. Jr: 

-4-

Well, Dan, how much money has he got now to ~ork 

With? 

247 

This year he had an appropriation of ) 50 million 

dollars, and we have put in reserve - Yr . Fechner ' s 

agreed to it - 35 million dollars, or the ten 

percent. Now, his expenditures at the present time 

are running about )2 million dollars a month . That's 

pretty high. Wuch of that i s due to liquidation 

of large obligations incurred prior to June )0 . See, 

he was on a 350,000 base prior to that time and they 

had 400 million dollars last year to spend. I take 

it those expenditures ought to begin to drop off now . 

I think they are; I'm sure they are. 

You•ve spent 16 million dollars the first half of 

this month, and I was hoping tha t this would go down 

to around - somewhere around 22 million dollars a 

month. 

'Nell , I don ' t know what the expenditures are for, 

Dan. I think, as you say, tha t probably much of the 

money that's been expended in July end August was for 

obligations that were incurred in the l as t f i scal 

year . 

I expected that , but I felt certainly at the end of 

/.ugust and the first of September we'd see a substan­

tial decline in those expend! tures. Is the Wa r Depart­

ment buying a lot of equi pment of any kind - trucks 

or •••• 

Not a large amount. We have authorized a small 

amount - not important . or course they have placed 

contracts for about 16 mi llion dollars worth of 

clothing , shoes, . . .• 

That's for next enli stment. 

Xes, sir. 

That hasn't gone out yet in expenditures; won ' t go 

out until January. 

Nben is your next enlistment? 
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Fechner : 

Bell: 

H.M . Jr: 

Fechner: 

Bell: 

Fechner: 

Bell: 

Fechner: 

Bell : 

Fechner : 

.Cell: 

Fechner : 

n . U.Jr: 

Fechner: 

Bell: 

Fechner : 

Bell: 

Fechner: 

-5-

October 1. 

October 1 . 

Is that over now? 

Oh yes, every quarter the enrollment is brought 
up to the authorized maximum. 

You have at the pr esent time about what? 

270 thousand boys. 

You don1 t have your JOO, OJJ , 

No; I don ' t think Ke ' ve got 270, 000 . 

Raven' t you? 

No . 1'/e failed to get the full enrollment July 1, 
the full 300, 000; 'lie only got about 270,000 • 

And a lot of those have gone . 

248 

A lot of those have gone . See, there is a gr eat 
deal of employment i n the summer - r esorts and f arms 
and things like that - so we failed to get it. But 
the Department of Labor assures me that t hey can 
get the full J OO, OOO for t he October enrollment. 
boys stick during the winter . 

\'/ell then, between October l and January 1, you' ve 
got to dr op a hundr ed thousand. 

No, the vacancies are there now and we're Just 
filling them. 

See, these boys were enlisted on July 1 for six 
months . 

Yes, sir . 

How the only thing they do on October 1 i s fill 
the vacancies of t hose that have dropped out. I 
believe you lose - how many, nine thousand a month? 

Well in June, which is the last month I recollect, 
we l~st 13,000. And t hen, you see, the new l egisl ation 
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H.M. Jr: 

Bell: 

H.M. Jr : 

Fecnner: 

ll.U.Jr: 

Fecluler : 

H.M.Jr: 

Bell : 

Fecluler : 

Bell: 

H. loi.Jr: 

Fechner: 

H. !.!.Jr : 

Fechner : 
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that wi11 become effective Vctober 1, reducing the 
age limit from 28 to 23, i s goin£ to f orce out a 
very large number of boys . That's the reason a 
l arge replacement will be necessary. 

I t hink the thing to do i s - i f he ' s got t his 
enrollment, it' s under way, let ' s wait to see whet 
he gets aft er October 1 and talk to him then; 
especi ally if he is pl anning to drop 350 camps . 

That will be quite a jolt right now. 

Yes . ·//ell, those 350 - you ' re closing 247 now? 

Yes, sir. 

So - a nd another hundred ••• • 

l.nother 104 will be closed at the end of December. 

I mean there ' s no sense of making any more pressure 
on him until after the first of October; and I 1d like 
very much to have another t alk after the f ir st of 
October and see where tl'lis t hing stands . 

You will probably know when, the middl e of October? 

V:ell, the enrollment covers October 1 to 20, and 
we get the rep ~rt about the 26th. 

It w111 be -a t the end of October he' ll know what 
the result will be on this October l enrollment . 

You get it on the 26ta , about t be 26th. (To 
reporter) Make n note - October 27 or 28, ask 
lolr . Bell if he will arrange for Mr. Fechner to 
come over . Huh? And t ben you would - the t 
wouldn ' t be too late - you wouldn' t have already 
made your plans for the first of J anuary? 

Oh no, the January pl ans won't be made until about 
the lOth of December. • 

All right, t hen. 

Except tor the l osing of that additi onal number 
of ca111ps . 
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Bell : 

Fechner: 

Bell : 
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Then I think the end of Oc tober would be the time 
to take it up . 

Yes, that ' s right. 

You don't feel t hat having your enlistments t wice 
a year would be economical? 
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No, it wouldn't be, 
to me some time ~go 
services about i t. 
n~ber of men • • • 

Dan. And t he President talked 
and I talked to the technical 
Ne are .losing such a large 

'.'/ell , that ' s the reason. 

But wnen a camp goes down, unless you're going to 
close the camp and discharge the rest of the 
camp you have to ~eep practi cally the same overhead . 
7/e only have two r eserve officers 1n a camp, and 
you can't r un a camp wi th less than t wo, because 
we 've got to have one on duty all the time , and 
you can' t r e4 uire e man to stay there 24 hours a 
day , JO days a montb. And the camp has to have a 
medical offi cer Nhether there ' s 200 or a hundred men. 
So that in the overhead you don ' t save anything when 
the enrol lment drops down; but the efficiency of the 
camp i s just loNered terribly . 

You don't feel that you could get greater economy 
and efficiency if you had more than 200 in a camp. 

No, I d on't thi~ so . 

It seems to me your overhead is very high. You hove 
one supervisor to eight boys and you are now attempt ­
ing to put it down to one t o six. 

Trying to •.•• . 

I should t hink ••.• 

No, oh no - one supervisor to lJ . It was one to 
ei ght . It was one to six. But we ' re r educing it ••.• 

one to thirteen now? 
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Fechner: 

H . ~! .Jr : 

Bell: 

Fechner: 

a .J . Jr: 

Fechner: 

H . ~ .Jr: 

Fechner: 

Bell : 

Fechner: 

Bell: 

H.N. Jr: 

Bell: 

-8-

••• with the ob jective by t he end of December of 
one to thirteen in the technical services and 
one to ten in the War Department . 

I think tha t ' s about all. 

Have you t hought any more about reducing the $JO 
to $21? 

251 

The President refused to approve that. ~e submitted 
a definite plan to hi m. 

He didn 1 t approve tha t, huh? 

After writing- me that that's what he wanted - of 
course, this is off the-record - •••.• 

This doesn't go any~here; there's just one copy 1n 
my file. 

••• • -but just among us, the President sent me a 
memorandum to submit a plan to reduce the pay to 
$21, and I did, and sent it over to hi m, and he 
sent not a memorandum, but sent me a ful l page letter 
saying that ne didn ' t think i t would be desirable, 
and dir ected that the $JO be continued. 

(Laughs) 

I got quite a kick out of it . 

I get ~u1te a kick out of it because he 1s always 
led me to believe that he wanted it reduced. I'd 
like to have a copy of that letter if I may . I 
won't make any mor e recommendations. 

I see where the t hing is, and along the 26t h or 28th 
of October I'd like to have another talk with you. 
Thank you very much for coming over. 

We've got to balance the budget. Glad to have seen you. 
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September 17. 1937. 

Mr. Hull visited me this morning and gave me his 
philosophy on the Tr ade Treaty and I agre!d with him that we 
must work together and that at this time our gold buying and 
s ilver buying could be used as a lever to bring Great Britain 
into line . 

The fi r st t hi ng he said t o me was that the 
President must do somet hing about Black. He just cannot let 
i t ride . He sai d the Supreme Court and the sitdown strikes 
:..rP bot herin& t he peopl e a:ost . I sounded him out to see whether 
hr 1ros behind t he i dea thf-t t he Pr esident has thf.t he, the 
?re5ident , ;tc.nts to s end a meszase to t he 55 nations and offer 
his services a s a clearing h~use . Cordell is against it. 

253 

I r t.id t hat I did not feel tht..t t here wns one chance in 50 of 
t he President being successful and t hat t he President at this 
t inP. coul~ not risk another f cilure . I told Cordell a little 
bit t.bout whut we wer e trying to do about t he budget and he 
satd, 11ycs, that i s t he third t hing t hat the people are i ntere:;t ed 
i n" . 

After I got baclc to the offi<.e and had time t o 
t'1lnk over the interview it seems to me that at this time the 
?r c:idcnt shoul d do something to regain the confidence of the 
~ckbone of America , particularl y the middle class 1n the 
cities ·.n d I do not know of anyt hing that he can do v.'here he 
·oul d be assured of success in advrmce which t'lould hel p him 

'1Drc to r egain prestige at this timr than if he would demon­
ztrat~ to this country tha t he doe3 c ean to ~e f. r eal effort 
to b:..l~~ce t he budget. 

*** * * ,.****•* * 

I find that Bel l at this time bas an absol ute 
def eatist etti tude and I think i t i s most important that he 
got awuy nnd get back hiS sense of values . 

l 
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SEcrEtary of Stat E, 

l'le.sh1ngt on , 

13101 SEpt EmbEr 181 1 p , m, 

FROM COCHRAN, 

CODAT 

Paris 

DatEd SEptEmbEr 18, 1937 

Rr:c1d 9 :03 a.m . 

Lly 1nt'omant sa1d that franc clos Ed slightly f1nnr:r 

hErE last n1s ht and tha t no 1ntr:rvEnt1on was rEquired in 

NEVI York in thE EVEning. t!EvErthtlEss thE fund lost onE 

hundrEd SEVEnty fivE mill i on francs of f orEign E~changE 

YESt Erday • 

254 

From banki ng sourcEs in Zurich I lr:arn that Bachmann, 

disturbEd ovEr rr:nr:wal of bot monr:y infl~ into SwitzErl~ 

land, askEd privatE bankErs to cooptrat E toward chECking 

thE mov EmEnt but has so far found no EffEctivE mEasurE& • 

CSB BULLI'I'l' 

\ 

'\\ 

,., 
~ ... 

" 
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SEcretary of Stat £,· 

'hahinston, D . C. 

507, S~ptEmb£r 18, 1 p . m. 

FOR TREASIJRY 

Gray 

LOt-.'OOtl 

Dattd SeptembEr 18 1937 

Rcc 1d 12: 30 p.m. 

"The ralll.ng franc II 1n today Is 'SCO!·!OlUST 1s quotEd c.s 

follons : 

"T:tE 1.mJnEd1nt£ problrm C<'ul tl bE solvEd if n rEtur n 

flow of FrEnch capital could be st imulatEd, or EVEn if 

the outflow could b£ stemmed. I n the last analysis , That 

is a pol it teal problEm which Frmch poll t icians alone can 

solve . EithEr t hE capitalist must bE madE to fEEl that 

hE is WElcomE in FrancE or thE unplcas1mt consEquEnces 

of his departurE will have to bE endured . That may sEEm 

t o many to bE a bitter alternative; but its bittErnEss 

docs not diminish its ineluctab ility. " 

ThE TIMES city Editor corm~mt1ng today on wEaknEss 

of Belgian and Svt1ss currEnCiEs says "This WEaknEss how­

EVEr 1s chiEfly pshychologicnl- -fEar of thE possibl E 

rEpErcussion of thE dEprEciatEd French franc --for thEir 

intr1ns1o position is s trong. " 

Extracts of commEnts on thE dollar exchangE or E 

quottd rrom today 's STATIST. "1!ovtmcnts i n thE dollar 

hove as usual tendEd to appr oximatE invErsely to those 

ot thE 
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of tht franc , by far th£ grEatEr portion of t hE transfErs 

from Paris SEEking rEfugE in UEw York . aftEr apprEc i ating 

t o ~ .94t at on£ timE in sympathy wi th thE f i rs t fall in 

thE franc , thE dollar r ElapsEd 1n ttrrns of s t Erling to 

1 . 95 5/8, partly on account of the tEmporary r all y in thE 

FrEnch EXChangE , and partly on account of outright sElling 

of thE AmErican currEncy following thE announcEmEnt that 

thE ?tdtral REsErVE Board intEndEd to 1dEstEr i lizE' thrEE 

hundrEd million dollars of thE inactivE gold fund . \1hilE 

f alli:tg to ;;>rEVF.nt furthEr wavEs of sElling on \'/all StrEtt , 

this \'las intErprEtEd in financial circlEs as o mildly 

1nflot1o4ary mEasurE , and whilE its irnrnEdiotE objEct is t hE 

support of Roos ~vElt ' s F.osy monEy poliCY through thE 

dtVElopmEn~ of opEn markEt purchasEs of govErnmEnt bonds , 

its longEr- tErm EffEcts may bE of far-rEaching importancE . " 

In somE quartErs thE latEst AmErican movE to dEstEril­

i zt gold 1s considErEd c bull point for thE maintoinanct 

of thE ~ric£ of thE mEtol , in thE sensE that thE morE gold 

is allOVIEd to EXErc i sE its normal dfEct upon thE crtdit 

structurE thE lEsS arE thE au thoritiES on thE othEr sidE 
I> " 

111<£1:! to tampEr wi t h thE buy1n8 pricE of ;p35 pEr ounCE • 

Wit h rEgar d t o thE wEEk ' s markEt aummar i 'Es , Extracts 

arE quoted as 

From thE 

follOWS: 
1'Tht 

ECONOMIST, LondoJ'I 

tXptri EllCEd 1ts wors t wtEk tor many months . IntErnal 

poli tics hav£ not prov idEd thE most dEprtssln& foeto r-­
i t i s 
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"' .,... ad on 1nt Er-1t 1s a long timE s i nce thE St~ck 0xc~·ng£ h 

n a t 10:l'-~l o.ar£EmEnt to discount , But tla: prEliminariEs 

of thE ~~on ConfErEnCE havE left n transatlantic t al£ of 

"rE rEnEW£ nt first , dtstruct i on, Wall StrEet 1 s worriEs ,.,. d 

a~d os soon o.s Wall StrEEt found its own lEvEl, London 

b t r,o:;. t o SEll intErnationo.ls and domEstic sEcuritiEs 0:-- o. 

f air ocolE . ~~ThE markEt outlook remains ExtrEmEly 

un cErtain, niLh only mod trotE s upport fo r th£ funds to 
' 

rtliEVE t hE CEI!Er'll situati~.l' 

Fr oon t hE STATIST . "This \lEEk hoe sEEn thE closina 

stagED of t h E End SEptEmbEr l ccou::t . Up to thE prEs tnt 

thE EXp EctEd Autumn rEvival ho.s not m~tr.riali?.Ed, nnd 

mcrkEt activity i s at a lower ebb t han it has bEEn in 

thE past fivE ytars . ThErE is EVidr-ntl:.r a!'. abundancE 

of monEy still availablF. for investmrnt; but of thE. 

3rttish and AmErican TrEasuriEs t o exchangE viEws on 

s ub jtct• of c ommon tnttrESt , but t hE rE is no f oundation 

f or tllE sugr:,Est i on that thE co;wtr s e tion wlll takE plaCE 

in pursuit of a p!'ogrammE, ThE discussions will haVE no 

particular obj EctivE; they will consist of a f riEndlY 

cxcha:'.(\E of viEws, evEn allow i rS for thE pressure of this, 

t II 

is thE!'£ littl E i ncentivE to 1nvea • 

ThE city editor of today ' s TIMES comments on tht 

WashUlgtO~ visit of Sir FredErick Phillips as follows : 

"It 1s obviously dEsirablE thot tvEry opportunity 

should b£ 
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should bE takEn by rEExamining, thE opportunity for which 

will 110 doubt bE as w~tlcomE to onE aid£ as to thE otht:r. " 

RGC 

. ' 

•• .. 

JOHNSON 

.. 
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