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a) Tqlor expreeaea dieeatiataotioo - feela that 
llcRaynolda aecaaplillhed nothiAiJ IIIIJr diaqreu 
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R.K.Jr: 

L.W. 
Jrnolte: 

R.I&.Jr: 

K: 

R. K.Jr: 

K: 

H.IA.Jr: 

Jr: 

H.I.I.Jr: 

December 1~, ~~?. 1 
Q:~l • . • . 

Good IIIOrJ11ng JCnolte. Dlolte I wiah you would 
-tch particularl;r th.e Japanese balance thh 
•orni.llg, it you can. 

Yea. 

11'111 you? 

All right, air. 

It. •a very fmportant. 

Yea. All right I ahall look into it and I'll call 
back a 11tt.le later and report. 

Yea, please. 

All r1gllt, air. 

Thank you. 
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Decgber 14. 19Z7 

B.K.Jr. told the following to Kr. Oliphant and Krs. D.otz at 4&15 P.K. 

The President asked 111e where bt can 4et a lawyer to ach1.se him on the following and I suggested :rou lBerlllllJl) . Be said, •There are lots of ways or declaring war, In the old days, s1nldng of an American battleship would be a declaration of war. To-day it i s not oonsidered such.• If he (The President of the United States) wanted to take possession of al1 the worldly goods that belongs to the Japanese Government and their citi zens and hold i t against payment U,v them tor damages done, first, what authority has be got to take it and, second, lacking the authority,can be take i t and what could they do to him as President of the United States for haYing taken it? I told the President that there was nobody better than you to get the infor mation for him and he sai d, •swell•. 

2 
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TRE.I.SORY DEF .t.R'l'II3NT 
Waahin&ton 

• 3 

FOR III!IEDI A'l'J: nLUSE , 
Tuea~~. Dccenbor 14, 1937. 

Press Service 
!Ia. 11-97 

Secretary at the Treasury Worgentbau today announced the tinal subscription 

allotment tiguree with reepect to the current o!ferl.ng o! 2?-1/2 percent TrellSUJ7 

Bonde o! 1945 and 1-3/4 percent Treaeury llotea ot Series C-1942. 

6ubecr1ptiona and allotments were divided amon;: tho sovoral l'oderal Roeervo 

districts and tho Trea sury aa !ollowa: 

Reaorve 
2?-ll2 PIROEIIT 1'JW.SURY llOl!DS 01' 1S45 

Total Oaah Total Caab Total 3xchan!J;e To tel 
strict Subacriotiona Subacrip tiona Subacrio tions Subscriptions 

Recoivod Allotted Recoivod Allotted 
{A11o t ted i .n full~ 

$ 388,392,700 • 27,632,000 $ 6,163,300 $ 33,795,300 
2,078,465, 700 146,232,700 196,157,900 342,390,600 

242.038.350 17,345,000 440,800 17,785,800 
208,652,800 15,400 ,750 3,431 , 200 18, 831 ,950 
134,, 496. 600 9,902,150 1 , 468 , 500 11 , 370,650 
102,447.700 7. 920 , 800 2,848,900 10, 769,700 
381,247,050 27,935,700 16, 468,900 44 ,404,600 
97,155,700 7 ,926, 800 2 ,039, 700 9,966,500 
51, 270 , 550 4 , 001,200 893,500 4 , 894 , 700 
68,324,750 5,282,400 9 , 370,400 14,652,800 
73 , 715 ,050 5,586 , 800 2 ,635,100 8,221,900 

243,346,550 17,310,950 1,852,300 19,163,250 
14,756,000 1,034,500 3,658,000 4,692,500 

$4,084,309,500 $293,511,750 $247,428,500 $540' 940' 250 

Ro aorvo 
l-3l4 PERCliiNT TREASURY NOTES OF SERIES C-1942 

'l!o tlll Cuh Tot.U Cash Total Exchange Total 
Subacript1ona Subacr1p t1ona Subscriptions Subacriptione 
Reco1vod Allotted Received All otted 

$ 109,842,000 $ 15, 290,500 
(Allotted in full) 
$ 6-16,700 $ 15,937,200 

1 , 265 ,430,300 101,438,800 7,254, 300 108, 693,100 
186,337,500 15,018,200 1,553,000 16,571,200 
169.601 ,100 13,763, 700 541,100 .14,304,800 

Ricb:>ond 99,027.200 8,198,000 608 , 300 8,806,300 
Atlanta 85,031,200 7,179,500 7,179, 500 
Chicago 276,319,100 2l!,516,600 1 , 130,600 23,~7.100 
St. Louis 78,991,400 6,956, 700 987,700 7 ,944,400 
Winnolq)olia 43,403,000 3 ,592,000 25,000 3 , 617,000 
Ke.nsna City 55,226, 200 4 ,575,300 184,500 4,759,800 
D~Uas 53,427,800 4 , 445,500 82,000 4,527.500 
San FrP.nciaco 198,014, 1500 15,916,000 281 , 500 16,197,500 
Treasury 1,765,000 44,800 186,800 

'I!OTAL $2.702,<016,300 • 13,339,500 $232, 372,200 

--oOo-
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GROUP MEETING December i4, 1937 

9 : 30 a . m. 
Present : 

H.M. Jr : 

Haas : 

JI . IJ. Jr : 

Hnas : 

ll . :J. J r : 

Haas : 

I! • .J. Jr: 

liaas : 

H. 'A. Jr : 

Haas : 

H. :.t . J r : 

Haas : 

IA r . Magi ll 
Mr . Taylor 
Mr . Oliphant 
llr . Gast on 
Mr . Haas 
~ . Gibbons 
:.lr . Bell 
llr . Upham 
!.lr . Xclleynolds 
Mr . Lochhead 

I 1 ve got n coupl e things her e , George . On thi s 
depar tment store - you be tter make a not e wha t I ' m 
goi~g to t el l you- s tuff, what I ' d like to do i s 
to get out a tel egr am noon today giving those ITho 
haven' t a ns.tered t he i nforma tion prior to last week . 
See wna t I mean? 

tin-huh . 

I mean the week - anything we ' ve got on the week 
ending December 4. 

We asked f or two weeks , November 27 and December 4. 
J.. telegr am al .>ng t hese lines . Th.is would go to 
the people who have acknowl edged, you see . 

Who have? 

ilbom we have heard f r om . Be t.vo t elegr ams . I n one 
I ' d send out t he information t ha t we have r eceived 
for t he weeksending the 27th and December 4, a s of 
noon today, see? Then t hose tha t we haven' t heard 
from - I 1 d send t hem the infor rna tion and s ay t he t 
we ha ven ' t near d from t hem, but we hope t hey ' r e going 
t o cooperat e . You s ee? 

But give t hem t he i nformati on . 

But give them the infor mation as a l ittle bait, see? 

Uh-huh. 

Then by noon t omorrow you ought to begin to have 
stuff f or t he week ending December 4 , oughtn' t you? 

Yes , we got some of it in. It ' s com.ing i n now. 
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B. ll . Jr : 

Baas : 

H. :.I .Jr: 

Haas: 

H. I.I . Jr: 

Haas : 

H.M. Jr: 

Gas ton: 

H. JJ . Jr: 

Haas : 

H. li . Jr : 

-2-

Well, I think a telegram ougrt to go out. Wai t 
until noon Thursday, t hen send t hem a telegram . 
But as a bait I 1d send out what you•ve got for 
the 27th a nd the 4t b, see? 

O. K. 

And tben by Thursday noon - and I ' d use Government 
telegraph, and that doesn ' t - practicall y cost nil. 

'Ihink I ought to check with Ruml to see what be 
thinks of this sa~ple we've got so far? 

Yes . And I s aw today in tbe Tribune tbat they pub­
lished today wha t the twelve department stores did 
last week ln New York . Di d you know the Tribune made 
a specialty of that? 

No, I didn't. 

Yes, Ruml told me tba t t hey make a specialty of 
that . And last week' s sales in New York are up 
4 percent . Ther e ' s one day that they r a n 50 percent 
ahead . 

Ahead of t he Previous yea r? 

Previous year, same week. It g ives it by s tor es and 
by days, but t hey don ' t give •••• - "Two s t or es 
r egister ed gains of close to 50 percent . Three other 
merchants said their increases were better t han 30 
percent, while several reported an improvement of 
between 15 and 25 percent . " If they get two more 
weeks like tha t, December will shoot ahead. 

That checks with Boston . They're up too, but not 
tha t much. 

I t hought as bai t we ' d do that. 

Then, Herman, if you haven ' t a lready thought so, 
write a l etter for me t o s ign to the Attorney 
General and St anley Re ed, if he 's the fellow, 
thanking him for winning the gold case. They 
tried i t, didn ' t they? 
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Oliphant: 

Gaston: 

B. loi .Jr: 

Oliphant: 

ll. .ol. Jr: 

Oliphant: 

II. . M. Jr: 

Oliphant: 

ll. . lf .Jr: 

Oliphant: 

li. . M. Jr: 

Oliphant : 

H. ld.Jr: 

Guston: 

H • .ot.Jr: 

Oliphant: 

H. M. Jr: 

• 

-3-

Yes, they did . 

We thank them; maybe they• 11 thank us . 

Anyway, it doesn' t do any harm. What? Are ;you 
hesitant? 

llo , I 1ll prepare it. 

What? 

I ' ll prepare it . 

Well, they tried it, didn ' t they? 

They argued it. 

What? 

They argued it, ;yes. 

-- . 

(To Magill) Head this (a letter} . See whether we 
should or shouldn ' ~ see? Jus t read it to ;yourself. 

George, this (newspaper clipping) is on the Social 
Security . 

This comes in from Oliphant, about giving me a copy 
of the letter which t he Pres ident wrote Mr. 
lolcFarlane . I don't know how ;you know about that. 

I state it in the beginning of the letter . 

Oh. Well, is that straightened out now or isn•t it? 

Well , I don ' t believe this has anything to do with 
that other; ;you mean sending tha t information up to 
McFarlane. Well, there• s e letter went up to 
l.lcFarlc.ne l ast night. 

All right. 

I just pa ssed tha t on for ;your review and information. 

O. K. 
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Gaston: 

H.U.Jr: 

Gaston: 

Taylor : 

Gaston: 

Taylor : 

H.M.Jr: 

Taylor: 

Oliphant: 

H.ll. Jr: 

Gaston: 

:Jag ill: 

Gaston: 

H. Y. Jr: 

Gaston: 

Taylor: 

-4-

• . • 

Now, this (cart oon, The Great Hindu Magician - He 
Grants Wishes, by McCutcheon) is the most remarkable 
thi.1g l•ve received almost since 1'111 Secretary or 
the Treasury. 

Isn•t that extraordinary? 

It' s a cartoon in the Chicago Tribune. Well, I 
just can't explain it. You better all look a t it. 
It' s the damnedest thing I ever saw. Favorable to 
our tax program. 

It's old man McCutcheon. 

Johns. UcCutcheon; he's quite a boy . 

McCutcheon could get away with things nobody else 
could. It isn' t Tribune policy . 

He does it on nis own time • 
• It.s the damnedest thing I ever saw. 

Haven't seenit, but if it's John McCutcheon 

UcUullen? 

Just now got tnat. 

.... 

I sent you in a note - two very interesting paragraphs 
there . 

I'd like eight of these (cartoon) to take up and give 
to the Committee. 

I ' ll photostat it. I have t he original as well as 
the photostat. 

You have the original? 

No, I don ' t mean the original drawing; I mean the 
newspaper print. 

You can get the original . 
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H. Y. Jr: 

lfagill: 

Optlam : 

Magill: · 

H. !f.Jr: 

Gaston: 

B.!l .Jr: 

Gaston: 

IAagill: 

li .U.Jr: 

Gibbons: 

H.U . Jr: 

Gibbons : 

Oliphant: 

H.ld . Jr: . 

Magill : 

Taylor: 

H.W. Jr: 

MeR: 

•• 
-5-

I want the original . 

I want one for ~self, and as I say, I wish you'd 
give me eight or - there are nine on the Coamittee . 

Dough ton. 

Ten with Doughten. 

Damnedest thing I ever saw. I want that one for 
the President. 

I 111 get about a dozen photostats of it . 

That one is what they call blown up? 

Yes, it1 s blown up about twice the size. 

Well, that's a good size . Even Treadway can read 
that one . 

I want one for Morrison Sl:wfroth too. 

(Hearty l aughter) 

8 

Incidentally, did you hear anything about his partner 
being indicted for tapping wires? 

Yes, I know all about it. 

Somebody told me; I don't know who it was . 

Well, I think that .ll.clilullen thing is equally .... 
Well, I Just got it, 

Wayne, I didn' t know you could draw as well as that. 

I can• t . 

llac, take a minute, not more than three, boil it 
down and tell them what we have done with Straus. 
Get this, Wayne, will you please? 

Wayne is familiar with the material that I took 
over there - their r equest for modi fication of the 
law. 
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The first thing - I went over and spent all 
afternoon with Straus. Edward Long, at Straus's 
request, Herman - he specifically requested that 
he come along . 

Good, I' m glad to hear that. 

Got along very nicely; as a matter of fee~, he wanted 
a number of <Xher ••••• 

(Bell comes in) 

Well , I 1m glad to hove Danny here. 

Be excused in a moment? Got some people waiting for 
me. 

Just started to tell •••• 

(Answering question of Secretary) Yes, this morning. 
Vi on 1 t be in until 12 o'clock . 

Yes, but this i s yesterday's. 

That's the one I g ave you yesterday. 

When will I get t he next one? 

About 12 o 'clock. 

Got two minutes to l isten to this fellow? 

Yes. 

Went over and spent the afternoon with Straus. I 
had his proposal for amendments of their Housing Act. 
He abandoned his flrRt proposal with respect to 
relieving these fellows of contribution if they come 
in this year; he admitted it was no good, didn ' t want 
to follow up on tha t. 

But he started with the statement that they have no 
commitments for housing proJects so far . Not a 
single one cleared yet. 

What are all these grants that he ' s been making publ 
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Well , those are commitments to states of the way 
they're going to split this up if, as, and when 
they get satisfactory applications. 

He hasn't done a God-damn thing except talk in 
the newspapers. 

Says t hey have two applications that show prospects 
of - think they can come through and qualify on 
the ten percent. One i s in New York and one is 
down in Florida - St. Petersburg, Florida. But 
on those they will only provide the ten percent by 
borrowing on bonds secured with a first mortgage 
on the pro ~ec ts to be developed, subordinating the 
Government s 90 percent loan to their ten percent 
loan. That' s the only condition on which they 'll 
get the money. 

•lorkiJ18 out just like we thought . 

That ought to be a good mortgage ; ought to be able to sell that. 

liell, he admitted af t er di scussing it that as they 
were considering these prospects there was no point 
in the ten percent borrowing outside of the Govern­
ment. It would just add - that kind of a thing, even 
if it didn't subordinate- weren't made senior to 
the Government's loan- there would be no Government 
advant age to having outside financ ing which would 
cost more tnan the Government financing, and which 
would merely mean tha t additiorutl grants would he ve 
to be made to the thing to make up the additional cost 
of financing . In other words, the t en percent 
requirement for non-Federal loans, which i s the 
basis on which they a re considering it, doesn ' t add 
anything - certainly doesn't make it any cheaper; 
makes it more costly - and it merely puts the 
Government 1 s contribution to11ard it in a di sad­
vant ageous position rather t han a.n advantageous 
one. 

But in order to get rid of that ·propos! tion, I 
pr oposed to t hem tha t the Government undertake to 
loan the full hundred percent, but that the local 
authority be required to contribute an equal Amount 
on the annual basis with the Federal Government. 
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You didn't say equal . 

I said equal . Yes, that was my ori ginal proposal, 
and t ha t i s t he basis on which we went into the 
discussion . Now, t he l aw r e4uires t nem to contri­
bute one fifth as much. I said they ought to 
contribute ~s much, 

One fifth a s much, but with that ten percent r equired. 

Yes , ten percent required. But then the ten percent 
r equired, 1'/ayne - my God, i t doesn't mean anything 
except making a proJect wor se r a ther than better . 

Government in effect guarantees the t en percent 
loan. 

~ure, t he Government would be in a posi t i on where 
they'd have to protect t he ten percent. Uerely 
mean you'd be paying a higher r ate for the ten 
percent - cost us more t han it would cost us to do 
it ourselves . 

·•ell , sub Ject to some argument . 

Well, wait until we hear what !.lac got out of them. 
I t hinK lt1 s all t o the good • 

• ve argued beck and f ortn, as I se,y , all after noon, 
and we finally got down t o a basis - they said t hey 
couldn't get the communities t o out up the full amount 
tha t the Government put up . Finally they came down -
the proposal they're going t o make and send over 
here for approval i s that they put up 60 percent 
instead of 20 percent of the Federal loan . 

o¥ell, I don't think that' s enough . 

You mean t he annual - 60 percent of the annual. 

No, certainly don 1 t think it ' s enough . 

They now put up one fifth of wha t the Government puts 
up . 

The local housing authority? 
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Yes. 

Now they're proposing that the local housing 
authority put up how much, 60? 

60 instead of 20. 

Tney can do that under the law? 

No, tney 1 ve got to change the law . 

12 

Now, his position is tha t t hey haven' t started 
anything, and pressure is being brought by the 
White House to haY.i! t hem get :;tsrted . Be says 
these fellows haven' t the authorrtx ~rid they 
haven't the money . The disposit on- they ' re 
willing to commit ahead for future years, but 
t hey're not in the position so they can commit 
immediately . They can't get the money . They can't 
get st,rted . 

And as I see it, there is no - I just can ' t see 
any advantage, unless they would donate, and there 
seems to be no - says that nobody has any disposition 
to make any dona tion at all on the originn~ cost, 
and that would mean they ' d have to borrow and they ' d 
have to borrow - to go to the financial market on 
this capital loan and borrow at a rate substanti ally 
higher t han the Government rate, which would mean an 
additional charge against your pro ject, which on the 
other hand has got t o be offset by additional g rents 
to keep your r ent down. 

Now, thot 1s the place where you start . Now, there ' s 
a question - wel l , wha t they ' re going to send over 
i s the proposal, as I say, and I don't know what 
t hey'll get; but he ' s going to put it up for the 
President to send, a nd he's going to send it over 
here for lni tialing before they send 1t over to the 
White House . It ' s a proposal to ask for a modi fica­
tion of the law that will permit the fellow, not 
necessarily - not take it out, just give an 
addit i onal a lternative t hat the Government moy put 
up, loan the full hundred percent if the local 
aut hori ty will increase their grant from 20 - annual 
grant from 20 to 60 percent of the amount of the 
Government's grant. 
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60 percent could be in the form of tax exemption 
too, couldn't it? 

It can be in tax exemption, it can be in water, 
or electric light, or whatever the boys have to 
put up. And 60 i sn1 t enough. · . 

13 

Now listen, Rayne - now listen - now, we had this 
talk yesterday and Usc took three hours to go through 
this . 

I know . 

You and I agreed that Ne wouldn't be sitting here 
each of us trying to write the other fellow's 
ticket. Now, as a matter of fact, Uac has gotten 
three times as much as what ' s in the bill now. We're 
not giving up anything when Re give up that thing 
that the community has to put up ten percent of the 
money, because they simply go and hire the money at 
four or five percent, end there ' s only one place in 
the United States where they 've been able to get it, 
and the additional·interest which they pay, we pay. 
And as a metter of f act, if you wanted to do this 
thing straight across the board and honestly, simply 
say 1 "l'le are lo£.ning a million dollars to New York 
City to build the thing, at no interest r a te"; that's 
the honest thing, because wll8tever the interest is, we 
pay i t; it ' s unbelievable . But the reason that they 
want to remit the interes t ana nave us pay it back 
to them is because they say we control the purse 
stri ngs end then we can control the rent. But 
ectuel1y whH t we 1 re doing is to g ive them a million 
dollars at no interest rate. But they want us f irst 
to have the city pay it end t ben pay it back . 

Nov:, whether the city r aises ten percent of the money 
and goes to X-Y-Z, bankers, who - the city doesn 't 
put it up; they hire it a t a r ate higher than the 
interest r ate we pay; they pay five or six percent, 
which means we have to contribute just that much more. 

The way the bill is written, the city puts up one 
fifth of wha t we do . Mac has got them to put up 
60 percent . And instead of what Straus wanted, which 
was to see McReynolds, Taylor, Uorgentbau, and Bell 
and tie us up for a half a day, McReynolds and Ed 
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Foley did it. And I say here now, as establishing 
the principle, that, having sent Mac into the 
trenches, I am willing to t ake what he got and say 
O.K. I'm not going to - if you don't mind, I 1m not 
going t o sit around with you and with Straus and with 
Bell for three afternoons and co~e out with nothing 
more, or Str aus, who is i n a hole - have him give 
out word - I don't Know tha t he would - tha t the 
r eason he can't get t his thing is because Morgenthau, 
not Taylor, won't l et him have wha t he wants. 

And I ' ll go on record now that we t ake the 
~cReynolas pl an end I 1 11 say he won' t build 
anything anyway. 

No, they Non 1 t buil d on that . 

!101,, I Just want to say, Wayne - end you come back 
at me, because the purpose of it is - if you say 
I'm 'ATOng . But yesterday you turned to me and said, 
"Henry , well , you bold up Jones as much as anybody 
el se does . 11 Now, if you wunt to take t his t hing a lone 
and sit down with Straus and l e t me announce publicly 
t hat Taylor ' s handling it, all right. But I wouldn' t 
let you do it. 

o"iell, it' s Ell right 11i th me and I aon ' t think 
it' s enough • 

I don 't thinlt it's enough either , Wayne . 

I don 1 t think we ought to approve it as being enough, 
beca use it isn1 t. • 

Wayne, I 1 11 go further than you; I 1 11 say this is 
the mos t asinine, ridiculous program for the United 
St ates Gover nment to be a part of. You can't go 
any further t han t hat . 

.knd on tha t basis, I don ' t think the Treasury ought 
to approve t hose changes in that form. 

Nell , I say t o you tha t I'm not - we can't divide 
up oUt· strengtn oere, and UcReynolds got three times 
as much; not only that, but ehrough our l oaning the 
hundred percent there is less interest rate, so we •ve 
got to give back l ess. 
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'flell, with all due respect to Mac, why, we had 
that before we started yesterday. 

But you di dn't have it that they ' d contribute 
6;:> percent. 

Yes. 

You did? Well, I still say it ' s all right . I•m 
not going to sit around and •••• 

Uid Straus tell you he 1d consent to 60 percent? 

No, but I think you had that before you started. 

Hell, how do you know you had it? 

Well , baseo on the conversation I had with Ed 
Foley the day before. 

That doesn't mean tha t Straus •••• 

No, but it 1 s 

I don't think it's a fair s t a tement. 

hll right, I withdraw it, then. 

I don't think it's a fair statement . 

I thought .•.•• 

Is it 60 percent of the annua l maintenance cost? 

I don't think it ' s fair to Mac . 

I withdraw the statement; I don't think it i s either, 
then. 

Well, I agree with Wayne that it isn1 t enough. As 
far as =r i dea of what would be fair is concerned, 
the tn1ng ought to be turned around with respect to 
this cost of this annual grant, and the bulk of it 
ought to be l ocally instead of from the Federal 
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Government, and I proposedtbat it be an equal 
amount , 50-50, and we argued three hours over the 
question of bow far we could go, and 60 percent 
was as far as they would go. They said they could 
get by on the grant and in some cases actually 
reduce .... 

That is more than you proposed. 

No, no. 

He proposed 100 per cent of the grant . 

~heir proposal is tha t the state put up 60 percent 
of the amount that the Federal Government puts up. 

Oh, ob, 

lS 

up 
They now put/20 percent of what the Federal Government 
does . 

On the grant . 

On the annual grant. And of course, that's as far 
as the gift is concerned. 

Nell ••. 

That's tne contribution toward the maintenance. 

I say - excuse me - I say again, I didn't write 
this bill , I think it's cock-eyed, I think it 1 s 
crazy. Tbe United States Government - it just gets 
back to the original plan. We spend $500

1 000,000 
and then it gets back to about the ori ginal thing, 
and these buildings are not only - can' t earn the 
interest, they can' t earn the maintenance . And I'd 
much r ather come out and publicly say we ' r e going to 
borrow $500 , 0001 000 , build $500,000,000 worth of 
h~uses, and we're going to donate to these people 
five dollars per room per month, because that ' s 
what it costs and that ' s whet it amounts to - aaybe 
six dollars per room - instead of doing all this 
sleight-of-hand thing which practically nobody but 
three or four people understands . Now, what we ' re 
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actually doing is building a house and t hen to these people we ' re contributing five or six dollars per month - room a month. Now, that ' s about what it amounts to- I mean plus the city' s contribution if they come through. 

Pnd I don't want to - I think i t ' s crazy . As a matter of fact, Congress will contribute this interest for a couple years, then they 'll stop. They won't do t hat . But I'm not going •• • • 

Very d efinite obligati on. 

It's a contract . 

You can not obligate Congress for more than one year . 
ihey can r epudiate it, of course . 

I t 1 s unconstitut i onal to pledge Congress on an appropritit1on more th&n one year . One Congress c&n 1 t pledge a future Congress to a n appr opri ati on. It just can' t be done . 

liell , .. e do it on our public borrowings all the time . 
Well , I ' d ha ta to have somebody challenge it. 
nhat• s the municipality going to do, make all t hese buildi ngs tax-exempt that are under assessment? 
That •s taeir contribut ion. 

Final ly bankrupt your large cities . Take New York City. It is so cock-eyed . 

Take the •nhole thing. If anything goes wrong in the Tr easury, I'm willing and do take the blame , but I'm not going to f ind ~self in the position with this whole housing gang tha t I ' m holding up this bill. Nov1 , what llcReynolds got i s certainly, from the Treasury standpoint , better than whet we had before . 

~ell, I don't think it af fects the amount that will go out from t he Treasury, because there is a 
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$500, 00J , OOO program, and that means we're going 
to give away that $500, 00J, OOO . This means that 
their housing projects will get - will get about -
I don't ~now how much, but 4 or 5 percent more in 
the aggr egate contributed towara the project than 
they would get under the present law, but tha t will 
be contributed locally and it wLll eneble Straus 
to reduce the amount of the Federal g rant in some 
cases , b ecause of the size of the local grant, and 
enable him to spread his program a little further . 
In other HOrds , for $500, 000, 000 spent by the Feder al 
Government, there wil l be a few more buildings built 
and u few more projects up . 

- -. 
~1, Be~: as far as I'm concerned, I 1m wil l ing to 

say, whether I put my ncme to it or not, "Let •er go ." 
I don't Know how you feel. 

~oell, all I 1 ve heard about it sounds pretty good to 
me, if we can get sometning more than we ' ve got now. 

Well , I personally - if I send a fellow in, I' IB 
willing t o take his word and let it go. It ' s 
exactly tho same thing as Commodity Credit. That 
thing has been a round here for three or four weeks. 
I agreed to what was done in Taylor ' s offlce. Tne 
bi ll still isn't up there. hnd now Wr . Jones tells 
me on t he phone he wants to wait until after the 
first of January before having it introduced. flow , 
the thing could have gone up three weeks ago. But 
now ne s ays he wants to wait until after the first 
of January. And most likely the same thing will 
happen on cleaning up his balance sheet. 

Well , that ' s on the advice of Mr . Rayburn. Mr. 
Rayburn doesn ' t know what the bill is. 

nel l , if you don 1 t want t o ge t in on this housing 
bill , you don ' t have to, but I'm saying to UcReynolds 
I accept whet he did. nnd in the future, if I 
a esignate one person to·do something, unless I 
completely disagree, I ' m willing to take wha t he gets. 
I think Wac got a good bargain and we can do business 
on tha t basis . Doesn't tie up four or five people for 
a month . 
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Well , my point is that the Treasury should not be placed in the positi on of approving that progra.. 
Wayne, you can' t duck these t hings. You Just can't duck them . 

-. 
What do you have 1n mind, Wayne? Offer no objection? 
No, I think you ought to disapprove it . 
Oh, ought to come right out and disapprove. Well , we should have disapproved the original bill. 
Too late now. 

We did disapprove the original . 

We didn ' t approve it, but we didn•t obJect very loudly . 

1/ell, Ne spent hours and hours on the thing . 
And that is entirely on the basis of the amount of the local contribution. 

Say, I have in the President ' s own handwriting that his plan was that the city should contribute 40 percent - and neither l abor nor materi als . I've got it in his own nandwriting. That was his plan. Whe t did he do? Be agreed to this . 

Now, 1 1m still here and I s till think that the President l istens to me on financ i al matter s more than he does to anybody else , and I always say ther e is a time to fight , and I fight tor really worth while things . I could go and publish thi s memoran­dum, s ay, "This is what the President wants . • Be said 40 percent and he ended up by getting nothing. Now, Wayne, my usefulness to this country is, when I go in to fight, to win, and I've got a r ecord now almost a· hundred percent. I want to keep it . 
Now, as I say, 1 1 m doing all of this on account of a lot of other stuff, and I •m certainly not going to fight for this. And as f ar as I•m concerned, it can go from my office to Bel l with my approval. See? 
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And if you (Bell) don't mind my giving you as 
my Assistant some advice, tell the Director of 
the Budget when you see him that I wouldn ' t hold 
t his up too long, because then it will be on your 
hands, see? 

I don 1 t Know when I ' ll s ee him, but I ' ll tell him. 

Now, let me Just tell you people - and let me tell 
you people one other thing, Just to show you what 1 s 
going on. I want you to know it . This is extra , 
extra confidenti al, and I want Gaston to get it from 
me. l•nd 1f you (Bell) don 1 t mind my ta.king two more 
minutes - because it affects you . I want them to know it . 

Wr . Hopkins comes to my house and has dinner . We 
talk about relief and people going to work. 

Hopkins says, "I understand the figure i s one billi on three ." 

I say, 11Tha t' s right . That 1 s what I understand . 
Tha t's - you1 ve got what the President has sai~" 

Be sald, "Well , I ' m going to try to work out a way 
that we can put on from 250,00J to 5JO, OOO more 
people by r educing the amount that we pay the people per month .• 

"Well,• I said, "that sounds very interesting." 

He says, "! 1m going to find out about it.n 

Ylell , next morning I pick up the paper and read an 
announcement that t here ' s been - they're going to 
put on 350, 000 mor e people . And Herbert , I ' d like 
to get a copy of that r elease and find out when it 
was released . You see, Herbert? 

Yes. 

Colonel Barrington was here yesterday. He comes in 
with a memorandum saying tha t they're figuring on this . 

I say, 11How did you get this, because Hopkins said 
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if be didn't have time to let me know what they decided after talking to me, he'd have you let 
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me know, but my understanding with Hopkins is one billion three and not another cent until he talks to either Bell or me.• 

"VIell," Harrington said, •I•m in an e111barrassing position, Yr . Morgenthau, because Mr. Hopkins never saw any of us after he left your house, and we don't know what Hopkins did say t o you. • 

bo I said, •Well, how did you arrive a t this figure?• 
"Well , " he said, "I tell you how we arrived at it. There ' s so much percentage unskilled labor, so much percentage skilled labor, and so much in between. And we ' re simpl y going to take this percentage and increa se the percentage of unskilled labor, and that ' s the way we arrive at it, and we figure on that basis we can put 350, 000 more people to work." 
•Well, Ur . Colonel Harrlngt on, lf you don't 111ind my t elling you, that ' s wishful thinking; that • s pretty far from doing it." 

He saia, •No, tnis is Just what He hope.• 

"Well, don ' t you think to announce publicly 350,000 people additional as purely on a percentage basis -I mean in dea ling with human beings - is a pretty risky thing to do?• 

He says, "Well , we hope to work it out . But the l ast thing Hopkins told us when we left - said we never spend as much as we say we will and we don't think we 'll put on a s many men this December as lest.• 
Now, tnere•s the whole business. If I didn ' t tell it to you, you wouldn't believe it. You just wouldn ' t believe it - that this announcement of putting on J50, 0VO people in addition is simply doing it on a piece of paper and saying, "'lie reduce the number of skilled and increase the unskilled and we can put on 350,000, n using one billion, 379 mJ.llion. dollars -and they haven't got it. 
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or course that's the answer, Mr. Secretary. 

They haven't got it. 

22 

They 've tried since July 1 to figure out how much 
money is available , and I won't tell them. They 
try to figure out themselves. So they ' re counting 
on one billion, J80 million, and then they say , 
"That ' s our program•; whereas the President has 
written them a letter allocating them not more than 
o billion three; and they have never stuck to that 
figure . 

Well , I think personally it is one - well, I don't 
want to use the ad Jective - but to me it's just 
unbelievable . 

Well, they've been told plenty of times that they 
should for get the 80 million dollars. 

I know, but Dan, leaving the 80 million out, they 
stil l are simply doing it on a percentage basis. 

to ell, of course, that 1 s typical. 

And I'd like to know who t day tha t release was 
given out, because I think that r elease was written 
and given out before dopkins dined with me. 

olha t day did he dine wi tb you? That release came 
out .••• 

Thursday - Wednesday or Thursday . 

Ask Mrs . Klotz. ~he ' d have the record; I think it 
was Wednesday night . 

I think it was in the paper next morning . 

r think he gave it out ... 
. . . before you came to dinner • 

But that's that. 

0 .~., Dan. Listen, Jones a t lunch - as far as I•m 
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concerned, I'm not going to budge on the ' interest 
rate. 

That 1 s right. 

See? And I d on't know where Taylor stands on it. 

Wayne was going to have some conversations with 
him . ~bat did you accomplish? 

I don't .mow. 

You made the suggesti ons? 

What? 

You made the suggestions, I take it. 

23 

I did a lot of talking around, and I don ' t know what 
I a ccomplished. 

'"ayne was going to s uggest t hat he a ccept these and 
keep still. 

llhich I did , but I don't know whether he took the 
hint or not . 

ilell, I don't know where we stand . And on the 
Commodity Credit bill, I•m not discussing that 
either . -I'm tnrough. 

loell, on that one, he also was going to suggest 
that we accept it and leave these i tems that were 
i n controversy go. 

Well, I have • • •• 

You've performed ••• 

I 1 ve performed as well a s I know how. And I didn't 
try to find out what the answer was . 

Well , I'm - as far as I ' m concerned, I ' m not going 
to discuss the Commodity Credit bill. I'm finished . 
And on the interest, on this cleaning up his statement, 
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Bell: 

H. J .Jr: 

Taylor: 

H. M. Jr : 

Gaston: 

U. 1l.Jr: 

G&s ton: 

Haas: 

R.M.Jrl 

Baas : 

B. ii . Jr: 
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we ' ll do Just what we said the other day. I 
won't do anything more. And then if he doesn•t 
like i t, my time i s too va luable, and he can take 
it and do whatever he Jolly well pleases. Vy 
ti~e is Jus t too valuable . 

You•ve got a n ace :a t he hole . The interest r ate 
on the r egula r stuff beginning January 1 -you've 
t old him &lreaey that you would go down to 2 percent . 

That ' s right. 

I think you could very well - i t ' s five-year money, 
and if necessary you can go down to 1-J/4; give ~1m 
another cushion. I 1 d keep that a s a n ace in the hole . 

Well , t ha t gives you people a background . 

I used t ha t a s a •for exampl e ,• Dan. 

(Bell leaves) 

Will you (Gaston) find out on the Hopkins thing? 

Yes. 

And on t hG t other thing I ' l l see you at 10:)0 tomorrow. 

10 : 30 to11orrow. 

I•ve got a couple little things here . 

! 111 tell you, come i n at 11 :45, George . 

Yes, sir . 

Come i n a t 11: 45 . 
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!0: Bon • ..a.Dr7 llorpntbau, Jr. 
Bon. Wa;pna C. 'faJlOl'. 

Proa: Robert '1'. Stenna. 

Subject: Cotton Proaot1aD Plan. 

'!'be writer reel• tbat be 1a in a Yel'J del1oate poa1-
t1cm. Be na ao ainoerel7 1apreuad with the plan outlmed b7 
the Secretar7 laat '1'burada7 a\1'8111nf! that he h .. itatea to aU:e 
thb report leat i t be interpreted •• abowins either laok or 
appreciat1.on or lll'lwill1n8JlaU' to put a aboulder to tbe wheal. 
I oan on17 hope t hat tbua rar 1n 1111 diacuaaicm with JOU I han 
bean aurticiantl:r ocm•truotive and oooperatin to praolude an7 
poaaible aiallllderatandlnfl in your ainda. I abould deeplJ 
reget &DJ r .. l1ng at the Treaaur7 that I bad ta1lad to 
Maeura up. 

II)' report to 7ou i.- to the arrect that, in ar juda­
• nt, i t 1a not poaa1ble to put OTer at th1a tlae tbe plan 
reviawad laat '1'burada7 av.n1nr;. X7 qu1ok aurn7 during the 
laat tonr clara conv!noea • ~hat, whUa the induatr7 1a deeplJ 
apprao1at1va or the ~:mique otrar on the part or tbe Adllmia• 
tration to be or aaaiatanoe, that 1t 1a not poaa1ble to raiae 
the tunda neo .. aar:r to take tull adY&ntap ot tba wmdartul 
cooperation ortered. Ill or<ier proparl:r to oarr:r out the pro­
poaed caapaip 011 cotton, a larp au or -eJ 1a Deadad to 
aupple•n t tbe cooperation ot tbe Adam1atrat1cn. With the 
aanrel7 depruaed conditima currentl7 prevailing in the 
oott011 textUe 1nduatr:r, it 1a not po .. 1ble, in rq op1n10D, 
to raiae tba neoeaaarJ tanda at tbia t18a. 

On the baaia or the orig1Dal plan auba1tte4, the 
writer, in hie .ntbua1aea, belie\l'ed be ootald ra1ae teoo,ooo 
troa tb1a depreued indutr:r to con•-te the •uual proaraa 
outlined. !bat prosraa, in ao tar u IICIIleJ ra1a1na witbill 
the 1nduatr:r 1a oODoal'lled, 1a ao•thins ae 4armite aDd ao 
tangible that I bel1ewa I could han ra1ae4 tba t'Wida. In 
tb1a o011nacUon, boweftr, -:r ot ar hiellda SD tba 1nduatr:r 
teal that I na enttrel:r too apUa1at1o. Coamg war now troa 
tba or!4ma1 plan to laat ~uradaJ'• •uaual auu;aat1011, I 
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tmd tllat the Yall:le ot tile latter ia ao ditt1oUlt to figure 
1n dollar• and oaota • in other worda, 1a loaa tanc1blo • 
that eY.u 117 onthaa1aa• do .. not ta1rl:r para1t aa to aa:r tllat 
I think tho 1'unda can be raiaed. llf 01111 jadpont and that ot 
otbera w1tb wboa I ba•e conferred 1a that tbia plaD, with all 
ot ita unliaited poaaib1litiea, 1a not worlrablo at tbia ti•• 

We are all intereated in tbo • ._ tbinr; - at11111la­
t1oo ot the oonallllption ot cotton aa an aid to the cotton 
tar .. r, to the textile worker, to bua1noaa and to tba UD1ted 
Statu Treaaur:r. Tho orif!;1nal plan bad wondertul poaa1b1U.· 
tiea along this line. It doaa not aeaa unre••onablo that t ile 
aero announceaant ot that plan would atart textile actiY1t:r. 
Purtheraoro, tb1a additional ••14anoo ot cooperation witb 
bu.1neaa on tho part ot tho Adainiatration woUld have a favor­
able ottoc t on all bue1noaa. It would aoaa a ... 11 prioa to 
pa:r tor tho poadbla benetita 1nYolved, and that pr1oo appaara 
wboll:r juat1!1ad in tbe U~t ot tile Oon'l'llaant'a atake in 
cotton . It h aiaplJ a •tter ot good bua1nua t o appl:r te1ted 
aodern •rclland1a1np; aatllod• to the cotton problea. Otllor 
r;onrn•nta follow auoll procedure. I call :rcur attentim to 
tile attaolled advertiae .. nt in laet Sunda:r'a New York TS..a 
wll1cll aeeu to bo an at1'ort by the Braa111ab Oo•ernaant to 
aell aore Brazilian cottee to the AmerioaD people. Why not 
•ko a a11S..r ottort to aell aoro Aaarioa.n cotton to tba 
AMrioan people? 

It the aillion dollar propoaal in connection witll 
the orip;inal plan 1a cut or line, it •Y be poaaible to work 
out an ettoothe plan m a ••ller acale. Soaa financ ial 
aupport, howanr, on the part ot the Governmen t ia noceaaar:r 
it tllia proa1a11lp; plan 1a not to be torced into tile diacard 
becauao ot lack ot lUnda. T1aa 1a a •ery vital factor in tho 
a1tuat1on. It an:r reconsideration ot tile orir;1nal plan 1a 
poaa1ble, I bopa tllat roconeJderat1on ae:r take place proaptl:r. 
It woUld aoea aoat unfortunate it tb1a proaot1on plan tor 

2& 

cotton cannot be carried out. I know !1ratbllil4 ot tho 
Seoretar:r'• enthaaiaaa tor it and, tbrcur;b Ilia, ot tho onth~:~eiaaa 
em the part ot tllo Preaident. With all tb1a intereat IID4 
entllaa1aaa, it would aeea that tbora auet be aoaa n:r to oarr:r 
1t cut and tbereb:r g1n oottCII tba 'break• Wbioh it ao badl:r 
naoda. 
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NATIONAL COFFEE DEPARTMENT OF ann, 
Rio de J&Delro 

111W TOll Gmao 1Jt W.W. r1'IUT 

Brullian mild oolftH load all othon. 

Tho American coffee drinker'• palata Ia pa(tlal te 
a omooth CblfH. 

Tbio u:piJiina why Bruil'o coffH lo alwaya 

preferrod by tho trodo. 

Just tty cy of Brull'o mild coffee typ01 • 

... .n- n. w .. Lr. c •• , .. , co~~ .. ,.. ... ,..._ 

u .. lhul&vo Colfaa -• Yo• wm 6e S.tUR.J 
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--. PAIW'JIRAU or !ELaWI RZOZinD 

J'JIOK: Allerio&ll .. .,...,. , Parh, haaoe 

Dlt•: Deo•ber 14, 19S7, lD •·•· 

•o.: uae 
JROK 000J1RD. 

'1'h1a ao:rn1111 I ~tumed ftoa Buel to Parle. 

OoTez11ore 4eo14e4 upou Boser ~ill of rruoe, at 

1nfomal •e•UJIC ou IJuud.lr, 1:0 1:&ke offloe 011 J&llu&Z)' la1: 

u euoo .. eor to Qu .. ~ u Ge~~eral JlUaser. ao .... :rnore 

agreed to oholoe o:f J'renoh uolliuee, r ather than r111k 

o:f:feudiJIC J'raDoe or peraonal.l:r hurUJIC ao .... :rnor Fourllier 

of l!azlk of J:r&ZIOe, ill eplte of rather .. ueral op1u1011 that 

4 .. 1re4 reol'l&nbatlou ehou14 uot be poetpo11e4 l oJIC of 

B.I.8. &114 parUou1&rl:r of top-b .. Tf MJ~AC8r1al atat:f. 

Que'Uo~~e u 1:0 whether B.I.8. oapltal ehould oontlnua to 

be expreeeed 1n gold &D4 u t o whether etatutor:r proT1a1on 

:for :f1U'1:her poaelble oalliJIS up of 7~ of oapltal ehould be 

a1 tared were 41eoueee4 bJ ~ &OT•:rnon lna1: tba:r 414 .n 
- w &liT 4ao1a1oa. I1: 1e hoped 1:ba1: at an aazl;r -u• 
the eh1" liPOU pld wbloh wu ue1pe4 to 1:he ~t 

1n Ju1:r bJ 41~oton Will be nlaltted. !be &beeAoe of 

looiiOIIlet Jaoobeou baa oauead delliJ' tur.oa. &114 hie report 

Will he f1n1ehe4 1n De-bar u he 1e workiJIS 011 Irl* 

hM hate JloM1:U:r o-tae1011. 
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Jlo~ at a foZII&l aeeu~~~r Auboa wu Mae4 Oener&l 

Jlanacer by 41reotora. 

!he question of fUture relatione betw• Jl'lms&l'iU 

finanoea aD4 the League of lations, W'hioll utter wu 

etud.ied reo•tlT at Oene.a br 41reotor of ooa1Uee, 

wu 41eouaeed 11h1le t hey were preeent in llluel w1 th Br1 t11h 
~ ­

o•tt&l b&Dke~ by OoYel'DOl' lll1'84f aDd .Adrteer Bruoe of 

B\JII&&l'i&D Jational Bank. 

BULL I!! 

UUIIJ' ., 
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PAJWIIIRUI Or SIO!IOI riO or TILIGIWi IO. 1738 
of Deo•ber 14, 1937, fr01a the Aaerioan laba81y, Parh 

The Go•ernor of the Bank of the IetherlaDila, Trip, 

expreeaecl to ae hie aaUafaoUon tbat the Uni ted States 

had aotecl eo prOIIJ)tly and fayorably on his requeat for 

ooDYeraion' inio gold of fifty aillion ordinary dollars. 

Trip said t hat the Betherlande Bank f elt no reaction froa 

the action of the Swies central bank in BoY•ber t o stop 

capital inflow into Switaerland. Trip beli~es the 

Swiss measure ia ineffective aDil there:tore h e e:~peota no 

repercusaion. The rrenoh, he said, haYe already drawn 

one hundred aillion florins on the banking fira fr018 

Mendelssohn which , subject to Kendelssohn's apprOYal, 

may be increased to one hundred and fifty. The Dutoh 

banker a, he eaid, have a rigid gold clause in thia credit 

in addition to the same Banlc of J'ranoe guarantee of 

trane:ter on interest and repayaent auoh as t he Swiaa 

bankers received on their reoent oreclit to the rrenoh 

railways. The Swiss did not obtain the gold clause in 

their credit. The rrenoh transaction does not iOYOll'e 

a gold depoai t. It '-"AS not neoessar:r for Trip' a bank 

to epprOYe this operation beoausa the banking !\mde 

goiJ~g into 1i - principally Frenoh e~trtatecl capital -

were not o:t suoh oharaoter aa to be uaetul in the Dutoh 

Treasury loan oonYereion whioh the GoYernaent wanta to 

launch 
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launoll ae eooa ae ~e .artn ie f&YOJ'&ble an4 ae eoOD ae 

they baYe OYeroo.e tile obJeoUone of 1nnranoe oODp&Din 

and other i~~ponan1; llol4ere of Oo•enua•t •~iUe•• 

Ooo4 progr .. • h reporh4 by Dllhll ellippiq and ooloaial 

bueine•• · Internal buaineu h not 4oiq ae well, einoe 

11; h difficult to export Dutoll .-aufaotue4 pro4noh, 

tile Dutoll buqei llae a lle&Yf ollarce • aoo01mt of tile 

large uu.plopeat, an4 it h 4iff1cnllt to •iataia tile 

oua1:011&1'J' hip etan4ar4 of 11Yilllf • 

.DD SIOTICD !WO. 

• 

ll:Ln 

BULLitf • 

Cl3VI33l11 

1~ ~ll1,'1l'l Y!'II~T 
I 

""~ • .w.a ................. 
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PA!W'HR.t.SI OJ' BIOUOIIS TRRD .t.!ID JOUR OJ' TELmlWI 
Wo. 1735 of Deoeaber 14, 19S7, froa Parte . 

I gaYe oral annere to Pruident Bac:ohaenn of the 

J:( ~ l ~· 

S1r1ee Wat1onal Bank and hie autatant Pfen:Aiger on the 

question• on gold and exohana;e op~ationa which th8)' ba4 

aubai Ue4 to ae before I left for Waeb1n~on. Baohllann 

and Pfenniger eaid they were cabling the J'ederal Reeer.e 

Bank of Jiew York to aek peraieeion for imaediate ooUYerai on 

into gold of eixty ailllon dollare trc. ordinary dollar 

-the ratio of gold against foreign exchange for the annual 

stateaent of the 8w1ea Jiation&l BaDit. 

The information froa Waebington which I g&YI to 

Bachmann and Pfenn1ger eeeaed to be e.ntirely eatiefaotory 

Pruidant Baobaenn ie quite ple&eed with the &4Yantasee 

be baa under the Tripartite .t.gre•ent. Ro .. , a Britieh 

central banker, aeked hia about carrying pounds on London 

for inYeataent purpoeee, but Bachmann replied that he 

~referred to hold dollars which haYe practically a fixed 

Y&lue i n gold. 

Capital inflow into Switserland bae ceaee4 einoe the 

first of WOYeaber. Preeid&t Bacte•n» eaid be did not 

know whether tbie wae oaueed by tlle J'renoh 1aprOY•ct 01' 

by 
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bf the action agatnn •hot money• which be took. He 

said it was still too early to aee the full effeota of 

this action. In the aeantiae, there bad been a riae in 

the price of 8wiaa securities, he aaid, showing 1meat­

ment of funds troa the banks. Howner, note ciroulation 

had shown no increase, which indicated that abroad Bwi.. ) 

paper currency was being hoardecl. 

The J.oting GoTernor of the Belgian Ia.tional Bank, 

Janssen, was in Basel. G&lopi.n (the other Belgian) 

said that it 1a Tery likely that before the fir at of the 

year Janssen 11'111 be made GoTernor. This 1a eepaoially 

the case einoe by that time Paul Van Zeoland1 s name 
~ 

cannot be ektnd. 

I was intoraed bf Paul Van Zeeland 1 s brother Marcel 

that Paul • s health ba4 liNCh iaprovecl. He also said that 

very shortly the econ-ic report ehould be ready for aub­

m1ae1on to the British and J'renoh Governments, and will 
be 

also/referred to President Roosnelt, presuaably. 

The Governor of the Bank of l:llgland, l'o~, 8J>Oke 

1n a aore ooapliautary fashion of the Tripartite J.sree­

aent than he ner bad at any tiae. Ioman inaina tbat 

no arguaata be atte.pted now by any of the aa.bera, tbat 

there 
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there ehould be 110 heai tancy 011 the p&rt of one to Illig& at 

to the others what they ehould do• 11114 that too -.ny publlo 

atataaenta 011 operations should not be •de. lor.aa b.­

linea that a really conatruotiye work will reiUlt if a 

tradi t1onal policy can be deY eloped., along the linea already 

established, through friendly cooperation and CaBBOI1 col1-

sideration. On the whole, 0 11 thia Tiait to Baael I found 

more appreciation of the Trip&rti te .t.greeaent than at 

any other tiae. 

I mentioned to The Ba.nlt of France Governor, f0\11'111er, 

that the American authorities were happy to aae the reg­

ularity with which the etabilization fund of France had 

far a0111e weeka been acquiring fair -ounta of dollara, aDd 

the aasiatance given in publicizing the ahipacta to France 

of the procae4a fr- the gold aalea. GoYernor JO\I1'uiar 

&&id that 011 h1a own part he did not like to carry this 

publicity too far, but he did feel that 1t -• really 

uecesaary to haTe a certain amount thereof. He told ae 

that a a I -• aware, exchange control was continually 

anticipated. ud reca.aellde4 by the Coaaunista 11114 c ertain 

Soc1aliata in France. J'or instance, Reynaud aD4 n.&n41n 

011 the Rigbt were endeaToring to give the•iapreeaion tbat 

in reality no fund& had been repatriated. to Franca but that 

French 

Regraded Unclassified



35 ~ 

-.-
J'rellOh borrowt~~g abroa4 wae reaponaible uia.lr for ~he 

foreign exchuse which ~he coa.~rol baa acquired, 

ReyD&ud aa.d Fl&Ddia. were predicting ~hd by J'&brliAl'f or 

Karch ano~her J'renoh Treaeury criaia would coneequen~ly 

dnelop. 
J'ournier 

I waa ~old by ••vn that he wae greatly aathfied 

at haTins the Tripu~ite .lgreeaent ae a rally1ns poin~ .--... 
for internal French senua~ in O)position to propoaale 

for exohanse control in J'ranoe• in thia resard he feele 

'that the ag-re•ent has been of genu1ne eenioe to l"r&llOe. 

Io:nsan a&id he was glad to haTe the demonstration that 

through ita aeohanism gold would IIOYe to J'ranoe from the 

UnUed Staies aa.d that French capital -• in reality beiDS 

repatriated. Be knew there ha4 certainly been llQ J'renoh 

borrowing on the .laerioan aarke~ to account for the aOTe­

aen~ of the gold. 

Before J'ournier had lef~ Parte he had talked wi~h 

Bonnet. .ls a reiiUlt of their talk Bonnet had decided to 

gbe au. early publio atateaent of the budse~ary ei~tion 

in retutatloa. of hinh of fiD&noial crieh aarlr in ~he 

coatns year. The current treaaury loaa.,J'ournier . ch1Dita, 

will bring in abou~ three billion france. Should the 

s1 ~uation ra-.in about the saae &I at preset ~hroup tile 

holidara, rournier believe• it aay be possible for the 

OoTernant 

) 
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Qournaat to pay off all of the Brithh loan witho.lt 

drawing on the Bank of J'ranoe or edit, where U aay be 

necessary to aeet end-of-the-year require .. nta of the 

Treasury. :r~aday' a statement for the Bank of 

r ranoe will - no advances to the state nor any change 

in go lc1 llblcli.nga, 

The recct i~Sprovemat in France baa pleaaa4 Basel 

obaeners, but they are still a little skeptical about 

it . The Bank of England Governor in particular believes 

that the gains have been mainly "bluff•. He does not 

think t hat the basic produc ti on probl .. has yet been 

aoha4. The heavy carrying charge for the rrenoh publio 

debt is of especial concern to :rieaayer, a s well as the 

extent to which loans auat at ill be issued at higb inter-

eat rates. 

I -· inforaed by Schacht that be will oontiiiP.le to 

hold hie poa1Uon ill the Reiohabank, and Hul.ae and Bleaai~~g 

wi ll stay wUh hia. The story which appsara4 i ll t~ 

J'IHUOUL n:ws that n•eyer was trying to get Schacht 

e.a geiWral -nagar of t~ BI S was wholly untrue. 

EID ~IO:rB THRU, JOUR, .lliD J'IQ, 

Bt1LLift. 
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JR 

SEcrEtary of StatE, 

Washin",ton. 

GRAY 

Paris 

DatEd DecEmbEr 141 1937 

R~:c 1 d 1:40 p . m. 

1726, DEc~bEr 141 9 a . m. (SECTION SIX) . 

Following thE rEcEnt diplomatic convErsations 

Schacht told mE that hE thought a bEginning bad bt:m 

mad£ in clEaring up GErmany' s problEm of coloniEs and 

that EvEntually a solution would be found morE likEly 

through bilatEral trEati Es than through t hE LEaguE of 

Nations . HE said that thE problEm rEvolvEs about tht: 

poi.'lts as to what guarantEES on tht: part of GErmany tor 

pEaCE in EuropE PrancE and thE othtrs will dEmand and as 

to how ExtEnsivE Coloni al concEssions may bE mad£. 

Schacht hopEd HitlEr "would bE patiEnt in thE mEantimE" . 

Schacht insists that GErmany Will prEcipitatE no war. 

As to thE Spanish situation Schacht thought that tht: 

Italians would withdraw trom Spain aftEr thE war ia 

sEttlEd. HE said that if thEy did not thE Spaniards 

thEmsElVES would drivE thEm out. 

My friEnds wErE all kEEnly intErEstEd in nEws t rom 

thE UnitEd Statt:s sincE thEy f'£cl that an upturn in 

world Econcmice dEpE~ds principally upon our EmErging 

• 
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- 2- #1726, December 141 9 a . m. , {S8CTION SIX) from Paris. 

from prrscnt relapse. I distributed a few copiEs ot 

Secretary Morgcnthau 's New York addrEss since onl! prcaa 

extracts or summaries had bc£n rrarlvcd ovEr h cr£
0 

This proved such an i nteresting documtnt that a ll of my 

friends sought copies {Jacobson to usc bEforE thE Irish 

Monetary Commission, Oalopin to prEsent to his SociE tE 

General£, et cEtEra) s o I must makE somE morE tor 

di stri bution. 

At thE end of our various conversations I f Elt last 

night that thE following opinion was held by at lEast 

SEVEral of my contact s : 

BULLITT 
RR :PRA 
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PAIW'JIRAU 01 UOfiOIS URI J.RD KIGII! Ol' ULI<JWI 10. 
1736 of Deo•ber 1•, 1937, froa Parte. 

The following reaeone were g1Ya for the belief that 

after a contiDUing period of gradually declining heeitancy 

an4 nenoueneee the 'Onite4 Statu by J.pril of 1938 woul4 

Witness a real eoonoaio pick-up-

Firat. The UDi ted. States baa a acre coneenatiYe 

Congreea. The Pree14ent auet naturally take into con­

ei4eration ite tendency towar4 a4opti~~g leee ra41oal 

lag1elation. 

Secon4. Increaae4 confi4enoe ehou14 reiJillt froa the 

Preei4ent 1 e efforts toward rapprochement with bueinesa 

through 1nv1 ting busi ness lee.ders to Washington for con­

sultation, an4 through leal'ing the possible revie1ng of 

unsat1afactory tax aeaeuree to congressional d1aoret1on. 

In like aanner :f'urther encourqeaent of pr1 yate conetruo­

tion shou14 help to change recoYery aeasurea froa eaergency 

public works to nee4e4 4evelo~enta pril'atel:r f1Dance4. 

Th1r4. The Secretary of the Treasury took a courage0118 

position publicly b:r opposing exorbitant epen41ng an4 

by working for a balancing of the budget. 

Fourth. There 1e a prnailing impression that the 

Treasury 1a now sure of itself in ita 4ollar policy, that 

it is aucceaaful in ita financing, aDd that it is expert 

in the handling of i h atabilhation fllll4 - letting operatiou 

apeak 
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8Jiealt for "h•a•l•••· 

Fifth. There are praaent no eaaential fao"ora for a 

r ... l eoonoaio depreaaiOA, auoh a a wild oredi" expand on, 

unaound financial conditione, and ao on. 

Sixth. Recently there baa beeo aore stability in 

co~odity pricea, and they proaiaa to raoo.er now. 

Snenth. There are UD4uly low aeourUy prioea. 

Kigbth. There ia indication that aensible big buaineaa 

r ... usea "hat Ua own intereat liea in aaaiating reooYery, 

and that this Rentimmt will 8J)rea.d to others. 

linth. While unskilled labor hae been oYerooddlad and 

is too costly, there ia a decline in the aggreaeiTaneaa 

of labor which,in the faoa of a etriotar gcYarnaiDt policy 

and a aora iiDpatient general public, will haTe to aubaida. 

Tan\h. The period we are going "hroggb at praaen" 1a 

aeraly an unpleaaant tran.itional period the aucceaaful 

outooaa of which will ~ datarainad by coneerTatiTa oon­

f1danoa-inapir1ng aeaauraa. 

I 1 'I 

When I 8J10ite w1 th the Italian a they denied that thai:r 

country intanda to undertake tu:rthar dnaluation of the 

lira. 

Jan,..:ry 10 baa bean eat for the data of the nat ••t-
1118 of the BIB. 

Jlafaranca 1a •de to ay talasraa of Dac•ber 14, 19S7, 
11 a.a., Jo. 1727. 

BtiLLift, 
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INTal OPPIC:a COMMUNICA'1'10H 

To SI!Cret&rf llort;ntllal 
- - Decebv u , 1937 

,._ )i.. Loc:bkM4 

Be: iapue .. Gold Sl!1=eta 

On october 6 1 1937, the at.teent ... a:ade b7 the Vice Go.,.rnor of 

the Bank of. Japou11 

• that w1 thin tho nert f f!ft 4a,y1t it ma:t be neoeuary to ohip 

·~ - 11 fUrther quant1t7 to the United Stat" of about the ••• 

YAluo ... tliAt obippod on the 4th of october .• 

('!'he actual oh1poeh made between october 6 - J!oTebv 11 

totaled 1150 ,7150,000 inotead of the $6,660.000 mentioned.) 

On Nov .. ber 11 , 1937, the Vice Governor of the Bank of JapeD 1t11ted1 

•ne :l'i.n=co lol1n1otey Wider ito preoe~>t progrM doeo not coa.­

t.,.plate ob1pPI.Dc &llT more gold thio fe&r.• 

(Since J!o•.,.ber 11 to dete there ha.,. been actual ohipoento 

made b7 Japan to the ~ted Stateo of $18,800,000.• 

On Dec.,bor )4 , 19371•accor d1ng to the Vice Governor, the Balllt: 

of Jllpan will not malta arrt. more gold oblpoonto th1o ,..;. 

( ) 
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H.li.Jr: 

Operator: 

H.l.l.Jr: 

Barkley: 

H.!J.Jr: 

B: 

H.M. Jr: 

B: 

H.ll.Jr: 

B: 

H.l.t.Jr: 

B: 

H.U.Jr: 

B: 

H.I4.Jr: 

B: 

H .LI.Jr: 

B: 

ILILJr: 

B: 

H.U.Jr: 

Hello. 

Senator Barkley. 

Hello. 

December 14, ~~7. 
10:27 •••• 

Go ahead. 

Hello 11r. Secretary. Good 110rn1.ng. 

How are you? 

42 

Firat rate. I don ' t know whether I made olear to 
you what I wae oall1ng abou~. 

Well, I kind or got 1t on the elY that - they 
want me out 1n Cleveland -

Yea , Rabb1 Br1ttner, - he 1s a great fellow there, 
there are two very important Rabb18 -
Brittner and S1lver . 

Yee. 

Rabb1 Brittner has been a great tr1end or ours and 
a !1ne democrat, and your rather remembere h1m well. 

Yea. 

And he sent me the most cordial message urging 
that I should do everyth1ng poes1ble to get you 
there tor Sunday, January 9th. 

Well. 

Do you think there's a poaeib111ty. 

No, because it means a speeoh, doesn ' t 1t? 

Oh, yes . 

What? 

Yea. 
11.1m 

Well, what you tellj18 th1e, tor ae, please, that 
I appreo1.ate very muo11 his aeki.ng ae, but 1t he'd 
aek ~ne a little later on I'll try -.;,beet to go, 
but I couldn ' t go at that t1ae, eee7 

Oh! 

Towards Spr!ng I might be able to go. 
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8: 

H.Y.Jr: 

B: 

H.LI.Jr: 

8: 

H .!.I.Jr: 

8 : 

H.II.Jr: 

8 : 

H.U.Jr: 

8 : 

H.U.Jr: 

8: 

H. Y.Jr: 

- a -

Yea. Wall, I'll tel l h1a that. 

See? 

I'll tell him that. 

You tell him, toward• Spring, it thinge eaae up 
a little bit, I'll make a real ettort to go. 

Well, I'll Juet tell him you can't get IWI7 trom 
washington at that t ime, ia t hat right? 

That's r ight. 

Yes . 

But -

I'll get 1n -

Thank you tor passing the meesage along. 

Well, 1t certainly was a very cordial one, and I 
want to make i t as etrong as I know how. 

Thank you. 

Yes. All right, much obliged. 

Goodbye. 
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Deoe•ber 14, lQ37. 
10::50 • ••• 

Operator: Go ahead. 

H.U.Jr: Hello. 
Colonel 
Harrington: Ill'. Secretary? 

H.U. Jr: Talking. 

H: This is Colonel Harrington. 

H. U.Jr: Yes. 

H: we weren't able to get with Bell until Thursday 
morning . 

H.U.Jr: Yes. 

H: On account or the Budget. 

H.U.Jr: Yes. 

H: And that is arranged tor Thursday. 

H.LI Jr: Yes . 

H: And the purpose or 'm3 call now to you is to say 
that I plan to be out or town tomorrow and Thureday. 

H.U.Jr: Yes. 

H: And wondered whether it would be eat1Btactory to 
see you on Friday. 

H.U.Jr: It would. 

H: Will forenoon -

H.U .Jr: Just a minute, it'll have to be because we bave 
Cabinet in the afternoon . 

H: Yes , sir. 

H.U.Jr: But you alaoor bave you- you didn't givs ie tl!.e 
tiguree on how much money the communit;r' e con­
tributing. Remember, I asked you it ;you'd bring 
that over? 

H: Tll&t 1s r1ght, I d.idn't leave it with ;you. 

H .!l.Jr: Well, i .t ;you bring lt over on P'r1da7. 
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H: 

H.U.Jr: 

H: 

H.M.Jr: 

H: 

H.IJ.Jr: 

H: 

H.U.Jr: 

H: 

H. U.Jr: 

H: 

H.M.Jr: 

H: 

H.lt.Jr: 

H: 

H.J.l.Jr: 

- a -

All. right., air • 

Let. '• eq 10:16 Frida.y. 

10: 15 Jl'rida3 110rn1ne. 

Yea . 

Yea, air, I' ll be there. 

.· 45 

·. 

And I do hope we're going to get. t.h1a at.ra1gbtened 
out. 

Well I think - I don't think there'e much question 
on 1t, Mr. Secretary, 

And would yqu leave word with somebody that when 
yov get the t1guree, toda3 or tomorrow on the in­
crease, let. ure. Klotz know? 

I can give you those this' afternoon, I'• quite eure. 

Well, will you give them to her, pleaaeT 

I will. 

Thank you. 

And then 10:15 Friday morning, 

Yea. 

Yea, air. 

Goodbye. 
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December 14, 19~ 

11 a.m. 

Present: 

Ambassador Najera 
U1n1ster of Finance Suarez 
Dr. Feis 
Llr. Taylor 
hlr . Lochhead 
Dr. Vlhite 
(Oliphant and Opper for part ofthe meeting) 

Hll ,Jr: How do you like our Washington weatherl 

Kr. Suarez: Fine , Ur. Secretary; very pleasant. 

( Mr. Suarez handed t he Secretary the attached 
document. ) 

HM,Jr: Do you mind if I read this out loud? 

(Reading) 1 As I understand it, a loan on the 
stabilization fund is made from Government to Government, 
and the loan mus t be guaranteed by the pledging of gold 
or silver. For the loan t o solve t he present orisie 
of the Bank of Lle:d.oo , I wish t o propose the following 
formula, which i s practically equivalent to g1v1ne; the 
pledge i n question. 

1 1 - The loan will be made by the Government of 
the United States ot America to the Mexican Government 
tor monetary stabilization purposes . 

12.- During the lite ot the loan , the Bank ot 
Alex! co binds i tselt to maintain in deposit at the Federal 
Reserve Bank in New York $10 ,000 ,000 or over in gold or 
silver. 

1 3 - The Yexioan Government will have the Bank 
of Mexico constitut e a pledge on that gold or silver, in 
the event the Department ot the Treasury ot the United 
States my so require . • 

HU.Jr: I don't know just what that means. Do 
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you mind my saying, it looks as though a lawrer wrote 
t hat one. I haven' t brought in any lawyers yet. 
Just a couple of farm boye around here, you know. But 
that looks to me l1ke you had had a lawyer on that . 
Are you a lawyer? 

l~. Suarez: Yea, Mr. Secretary. 

HU,Jr: I thought I smelled the law~ 

Ambaeeador: And all the tra1 t s of an interna-
tional lawyer. 

IDL,Jr: I knew he wae an economist and a finan­
cier, but I did not know he was also a l .awyer. 

Mr. Suarez: Yes, I am, Mr. Secretary. 

H»,Jr: How are you fixed , Taylor, right now tor 
t1me? 

Mr. Taylor: Fine. 

HM ,Jr: Shall we do it here? 
here - - I have to get my lawyer. 

There are worde 

(Telephoned for Mr. Oliphant to come in.) 

HM,Jr: Th1e 1e going to take a little time . 
1 The loan will be made by t he Government of the 

United States of America to the Mexican Government for 
monetary stabilization purposes. • 

Ae I remember it, t he other time it wae between 
Treasuries and not a loan. 

Wr. Taylor: Not a loan. 

Mr. Suarez: Between Treasuries; yes . 

HK 1J r : Not a loan. 
simply advances . 

That ' s number one. It was 

Mr. Suarez: That's right; advances of foreign 
exchange . 

Wr. Ta~?or: A co11m1 tment to purohaee and re- purchase 
exchange wblc ie eeoured. 
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HU,Jr: That is number one. 

' During the life of the loan, the Bank of Uexioo 
binds itself to maintain in deposit at the Federal Re­
serve Bank in New York $10 , 000,000 or over in gold or 
silver. • 

Well, you have that on deposit, but where ' s the 
title? It either is or isn't pledged. Either it ie 
collateral or it isn' t . Do I ma.ke myself plain? 

Mr. Suarez: Yes. 

HU.Jr: It has to be collateral or it doesn't. 
You don' t mind my talking frankly? What you have tried 
to do , and I am in sympathy from your standpoint ----

(11r . Oliphant and Ur. Opper came in at this point.) 

Mr. Oliphant: There's a very able international 
lawyer. 

HM,Jr: I will read this memorandum to you. An 
informal memorandum that's handed to me by t he Mexico.n 
Minister. We are talking of creating again a situation 
whereby the Mexican Treasury -- this i s from our stand­
point - - could again put on deposit gold and silver at 
the Federal Reserve against which they could negotiate 
foreign exchange, on the same basis which they had be­
fore, a.nd if t he Mexican Finance Minister does not mind 
my t alking frankly , they fi nd themselves in the situation 
where it might be embarrassing to pledge that as collateral 
on account of t he position the Wexican Treasury ie in. 
They want to maintain their reserve at 2~ silver. If 
they pled.ge this, it does not show up in their balance 
sheet and he is trying to f ind some way to overcome that 
diffi culty, but, as I explained to him yesterday, we are 
ready to make exactly the same arrangement we did last 
time, but from our standpoint it ' s absolutely necessary 
that when we advance this foreign exchange the gold and 
silver is collateral, and this is his suggestion as to 
the way of gett ing around that situation, which I am 
afraid does not answer it, but we are trying to be help­
ful. You see? I don't know whether we oan meet your 
part icular situation, but we will try earnestly to do eo, 
but I am fearful about it . So I will read this to Ur. 
Oliphant. 
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(The Secretary again read aloud t he document 
handed to him by Wr. Suarez, ) 

HM.Jr: Now, without consulting the law,he eays 
t he loan is to be made by t he United Statee of America 
to the Mexican Government, first; plus we don ' t consider 
it a loan, second; plus i t 1 s the United Treasury doing 
bus1nese with t he Treasury of l!exioo -- it 1 s not t h e 
Government ; and the third thing, either it 1 s collateral 
or it isn ' t . Not1 what I t hink , if we adJourned to Mr. 
Taylor ' s office and hav~ Dr. Juarez explain hi s law and 
see if there is any way we can meet this situation. I 
am very fearful that we can' t, but possibly there is 
some way , but from our standpoint , if we are going to 
finance foreign exchange , the gold and silver must be 
collateral. Now possibly Dr. Suarez has t hought up 
some way i n which he can suggest, but we are more than 
pleased t o listen, but I am a fraid it's a difficult thing 
to overcome - - that collateral. Now, the only other 
possibility, you suggested you had 35 ,000,000 ounces of 
silver that you wanted to oell -- whether that could 
be, possibly, put up as collateral if we bought it or 
part of it. Is that 35,000,000 in your balance sheet? 

Wr. Suarez: Yes, sir. 

m.t ,Jr: So if you sell that, you need your money 
right away. You can't put that up as collateral. 

Mr. Suarez: No. 

HM ,Jr: You need t hat money? 

Mr. Suarez: Yes. 

HM ,Jr: Well, a s I can suggest 1s -- Taylor, i f 
the gentlement would not mind going to your office. 

~r. Lochhead: The question of whether or not you 
have an excess -- you say you have 35 ,000,000 ounces o r 
silver to sell. But you are not carrying that as mone­
t ary reserve on the statement? 

Mr. Suar ez: Yes, we are . 

Mr. Lochhead: Then I wouldn ' t say-- i t wouldn't 
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do any good to sell it if you are already carrying • •• . 

Mr. Suaez: Yea, but we can turn that into gold. 
We have been loeing gold and now we have to keep relati on 
between silver and gold. We have been selling gold to · 
buy exchange and now we have too much silver. 

Kr. Taylor : Simply a tranafer of silver into goldl 

Mr. Suarez: Yea. 

Mr. Lochhead: But if you collateral that silver, 
couldn' t you use that silver for the dollars because if 
you get foreign exchange you could treat foreign exchange 
the same as gold. Seems to me there mue t be an exoeaa 
of silver if it could be ueed for sale. 

Dr. White: But t hey are going to use the gold 
which they get for their silver as part of their monetary 
reserve. 

Mr. Lochhead: They will also use the loan? 

Dr. White: That ' s what they feel they can' t use. 

Mr. Taylor: There might be some relationship in 
their monetary law which requires a certain percentage . 

Ur . 
the 

Mr. Oliphant: I think your suggestion to go into 
Taylor's office to go into a technical discussion of 
law • .. .. 

HU.Jr: We know our law, but we don ' t know youra. 

Mr. Sua rez: I t hink we should. 

HM.Jr: And I will hear from ltr. Taylor and when 
you feel that you have arrived at some point I will be 
more t han glad to meet with these gentlemen again, but 
we will try to do our beet. 

Ur. Suarez: I appreciate that. 

oOo-oOo 

~0 
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.u I underUand it, a loan on the 

•tabilization tund i• aade troa GoTernaent to 

GoTerment, and the loan must be guaranteed by 

the pledging of gold or •1lnr. ror the loan to 

aolTe the preeent ori•i• ot tbe Bank of Kexioo, 

I wish to propo•e the f ollowing tor.ul a, wbioh 

ia practically equi Talent to g1 Ting the pledge 

in question: 

I - The loan will be made by the 

Government of the United States of America to 

the Kexioan Government tor monetary stabilization 

purposes. 

II - During the life of the loan, 

the Bank of Kexi co b i nd• i taelt to maintain in 

deposit at the 1ederal ReeerTe Bank in New Tork 

$10,000,000 o r over in gold or silver. 

III - The Kexioan Government will 

baTe the Bank o f Kexioo ooneti tute a pledge on 

that gold or ail ver, in the event the Department 

ot the Treasury of the United States may eo require. 
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Mflt. HA"UKAOK: Uf<AWA. 

••cu'a''f'AA-V TO TH. ~ ....... 
PifolAHcnAL OOMM._,_ 

IN NawYO*IC 

--
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Deoe~ber 14, 1937 

3:45 P• •· 

Present: 

Kr. Ultawa 
~r. Lochhead 

. . . _... 

(Kr. Oliphant and Dr. White sent !or after Kr. Ukawa 
had departed.) 

HK.Jr: IJ(r. Ukawa, the reason I spoke to your 
Ambassador was th1•· 

llr. Ultawa: Yes. 

HU,Jr: It ' s we get certain information • • . 

llr. Ukawa: Yes. 

ID!,Jr: From Japan 

lol.r. Ulta•a: Yes. 

HU,Jr: And then later on .•.• 

llr. Ultawa: Yes. 

.... 53 

HU.Jr: The information that we get aeeme to be 
incorrect. To give you an example • .•. 

Kr. Ukawe: Yes. 

HU,Jr: On November 11th • ..• 

Jlr , Ukawa: On Novel!ber 11th. 

IIK,Jr: The Vice Governor o! the Bank o! Japan ••. 

Kr. Ulta•a: Yes. 

HM~Jr: Stated that tbe f~panca Ministr y -- thil 
is what e cable sa1d -- under 'resent program doe• 
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not contemplate shipping any more gold t his 7ear. 
Now he made this stat ement on November llth, and he 
made it to a representative or the American Embae•1· 
We got a cable to that e rreot. 

Jolr, Ultawa: . I have never heard o r that. 

HW Jr: Well, anrwa1, this is t he cable we re­
ceived anA he made the stateme nt to t he Commercial 
Attache. On November llth he 8&18 , ' The Finance 
Ministry under its p resent program does not contemplate 
shipping any more gold this year, • and then ·: •• 

Kr. Ukawa: That is t he sphere or the Vioe Gov­
ernor ot the Bank or Japan. 

HW .Jr: On Novecber llth and t hat statement was 
made to our Commercial Attache in Tokio. 

Mr. Ukawa: Yes. 

HM,Jr: From November llth • •• 

l!r . Ukn.w!: Yes. 

HW.Jr: There has been 18 million • •.• 

l.!r. Ukawa: Yes. 

HW,Jr: • • 800 ,000 has lett Japan. 

Mr. Ukawa: Yes. 

HW.Jr: After be made that statement. 

Kr. Ukawa: Yes . 

HW.Jr: a18 ,800 ,000 has let t Japan since Novem­
ber llth. 

Ur. Ukawa: Yes. 

IW .Jr: After the Vice Governor said ther e would 
be no more gold. 

Mr. Ukawa: Yes. 
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HK,Jr: Now, what I would like to have • •• • 

Mr. Ultawa: Yea. 

55 

HN,Jr: I s an a r rangement as be tween this Treasury , , , 

Mr. Ultawa: Yea. 

Hl! , Jr: And t he Treasury of Japan ••••• 

llr. Ukawa: Yee. 

l:ll.!,Jr: That we get this informati on directly, here .... 

l.lr. Ultawa: Yea. 

HN,Jr: So that there can't be any misunderstanding 
in the future. 

ldr. Ukawa: Yea. 

KM,Jr: I want to receive this information • • ••• 

!.lr. Ukawa: Yes. 

Hli , Jr: )(yself. 

Ur. Ukawa: I see. 

RU,Jr: I would like to be notified in advance • ••• 

llr. Ukawa: Yes . 

Hli , Jr: Of any shipment of gold. 

l.lr. Okawa: Gold reoe1vedt 

IDlt Jr: Now we get another menage t oday , again 
from the .ice Governor, and he aaya • •.. 

Mr. Ukawa: Todayt 

Hll,Jr : Today. 

l.lr. ll'ltawa: Yea. 
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Hll ,Jr: And today he again eaye , ••• 

Alr, Ultawa: Yea. 

HK,Jr: The Bank of Japan will not make any 
more gold ehl.pmente t his year. Now to me •• • 

Ur . Ukawa: He ea1d to the Commercial A~taohet 

HMfJr: Again. Now I don ' t know whether I 
should be ieve i t or not. You eee? 

Mr. Ukawa: I can' t believe that s~atement . 

HU.Jr: The Vice Governor oY the Bank of Japan. 

Kr. Ukawa: I know him very well. 

HM,Jr: He made that statement to the Commercial 
Attache and I get this statement today saying agai n no 
mor e gold shipments this year. 

ounce. 

Mr. Ukawa: I see. 

HU ,Jr: All I want is • • • • 

lolr. Ukawa: Yes. 

Hli,Jr: OUr policy is ••• 

Mr. Ukawa: Yes. 

KM.Jr: That we will buy gol d at $35. 000 an 

Kr. Ukawa: Yes. 

Hlol . J r: But in order to arrange my fi nancea • ••• 

Kr. Ukawa: Yes. 

lUI Jr: And because we have to borrow money t o 
pay for t~e gold, you eee • ••••• 

Mr. Ukawa: Yes. 
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HK,Jr: And we would 11\e to do our financing 
1n an orderly way, and we e1mply ask you, 1f you repre­
sent-- whoever repreaenta the Treaeury ••••• 

Hr. Ukawa: Yea. 

HY.Jr: Not the bank of Japan, but the Treasury. 

l.!r. Ukawa: tlot the Bank of Japan? 

I want to do bue1neae w1th the HY~Jr: No. 
Japaneaereasury. 

ILr. Ukawa: Oh, I aee. 

ms: Jr: I want contact the way I have w1th other 
Governments , w1th England, France, Holland and all the 
other oountr1ea . I want somebody who can talk tor the 
Japanese Treasury. 

Ur. Ukawa : Oh, I aee. 

HY,Jr: You see? 

lo!r. Ukawa: Yea . I understand. 

HK,Jr: I want somebody who w1ll eay 'It th1e 
gentleman comes 1n and talks to you or Aee1etant Secre­
tary Taylor or lo!r. Lochhead, whoever I send he repre­
sents the »1n1eter or F1nanoe1 • 

lo!r. Ukawa: Yea. 

Hll.Jr: I would 11ke to have that kind or arrange­
ment. That someone be appointed to represent the lo!1n-
1eter ot Finance in Japan. 

Mr. Ukawa: Yea . 

Hlo! Jr: So 1! he eaye to me 'I am going to do 
th1e or t~t ,'I oan believe b1m. 

Ur. Ukawa: Yea, I aee what you mean. 

Hlo!,Jr : Because it ' e upeett1ng to me not to know 
!rom week to week and especially when we get etatamente 
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like t hi s -- no more gold, and then suddenly there 
is a shipment ot 18 or 19 milli on dollars worth of 
gold. Again today, in this (referring to cable) 
no more gold. An.d I don ' t know -- should I believe 
it or shouldn't I . But i t you could send word t o 
your Government •• •• 

Mr. Ukawa: Yes. 

HM,Jr : That I would like a repr esentative of 
t he Ulnist er of Finanoe of J apan who can come here 
and talk to me whenever it is nsceseary. 

Mr. Ukawa: ,..oh, _I 

HY,Jr: You see? 

Mr. Ukawa: Yes. 

aee. 

58 

Hll ,Jr: So that if he will give notice in advance 
that so much gold is comi ng or it we could say ' Could 
you g1 ve us an idea tor the next 30 days?'. 

Mr. Ukawa: Oh, I see. 

Hll1Jr: Now, it you say 1 I am very sorry; we 
can't' - - 811 r ight , but it you could ••.. 

l.l.r , Ultawa: Yes. 

Hlt ,Jr: Say tor the next 30 days this is what 
our policy will be -- because, you see, at present Japan 
is selling us more gold than any other count ry -- than 
all the rest ot the world combined. 

Mr. Lochhead: Much more so. 

HH,Jr: Wore than the world combined, and every 
ot her Treasury that we asked •••• 

Mr. Ultawa: Yes. 

HM,J r: Has complied with t his request. 

Mr. Ukawa: Yea. 

I 
I 

I 

I 

l 
I 
' ' 
l 

j 

I 
I 
l 

l 
I 
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HK,Jr: England, France, Ru1aia -- we have 
an arrangement with the Rueeian Government . They 
let ua know in advance, so we know from week to week, 
And all I would like to k~~w -- if you say ' We can't 
let fOU knOW more than a Week Or a day in adVance' I 

that s all right , but if you could let me know some 
idea, approximately so much gold will be coming during 
the next month , but I would eo much rather have you 
say 'I am sorry; we can't let you know at all' than 
to tell me no gold and t hen have something else • ••• 

llr. Ukawa: Heretofore I have an engagement 
with Ur. Taylor of the Department and he told me I 
ought to epeak to Yr. rnoke of the Federal ReserTe 
Bank and t he Federal Reserve Bank told me i nformation 
from t he Bank of Japan sufficient, eo I received from 
the Treasury Department after two or three days gold 
was shipped information. 

HM,Jr: Now, Mr. Knoke feels Just the way I do, 
because I have spoken to Wr, Knoke. 

Ur. Ukawa: Oh, I see. 

I do 
Hll,Jr: Mr. rnoke does not know, any more _than ..... 
Mr. Lochhead: I tell you -- you ca me in and 

gave us advice of gol d that had actually been shipped 
sometime after it had been shipped, but that's not 
only what we wa.nt to know. Ws receive your advice 
any way. We know what you actually ship. · What we 
want to know is what you contemplate shippi ng. 

Uk&wa: Oh, yea. I see. 

HLl,Jr: I:can further , that you are the onl7 
country in t he world that does not notify the Federal 
Reserve BankL who are our agents , in advance of ship­
ment. Wr. llnoke says that it hae never happened 
before th:lt any Central Bank in the world • • •• 

Mr. Ukawa: Yea. 

RM,Jr: Put it on the ship • ••• 
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Kr. Ukawa: Yee. 

HU,Jr: And then atterwarda notit1ed ue. It1 e 
never happened, except in the oaee of Japan. I a that 
rightl 

Mr. Lochhead: Yee. 

BY Jr: No other Central Bank -- no other Govern­
ment in tte world hae done what your Government hae done. 

Mr. Ukawa: I under the President Bank of Japan 
has notified the information after gold was shipped. 

Bl!,Jr: After. 

Kr. Ukawa: Yea. 

HU,Jr: But every other country 1n the world 
notifies us in adva.nce. 

Mr. Ukawa: In advance. 

HY.Jr: In advance. 

Mr. Ukawa: Oh, I see . 

HU,Jr: We know when gold goes on board. We 
get it from t he oonauls. We get it two or three df11 
before you ooms inj but every other oountry notifies 
us. The Bank of apan is t he agent of t he Japaneee 
Government , 

Mr. Ukawa: Yea. 

HY,Jr: The Federal Reserve is my agent. They 
notify them in advance. You notify them afterwards. 
And Mr. Inoke saye it has never happened before, ae he 
knows of, any Central Bank • •• •• 

Kr. Ukawa: Oh, I aee. ·I see Mr. Inoke very 
often. He did not tell me. 

HK,Jr: No, because he doeen1 t - - he ' s our agent. 

Mr. Ukawa: Oh, Ieee. 

so 
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HU.Jr: But he feels that -- but he reporte 
to me and I have to report to the President of the 
United States . And I have got to know. 

Yr. Ukawa: I understand. 

HU Jr: And Knoke tells me that in the whole 
history o~ Central Banking , that has never happened 
before . AJ.l that I ask is that the Japanese Govern­
ment and their agent , which is the Bank of J apan , Just 
play the game the way every other Government does it. 
That's all. Si mply that you do it the way ever7 
other Government doee it. That is, notify us in ad­
vance. And t hen, if you can ,give us some indication 
ot how much gold will c ome this year. It you can't 
I will understand. I don't say you will have to . 
I just say it1 e a courtesy whi ch we would appreciate. 
That' a all. 

Mr. Ukawa: Yes. 

H11,Jr: But Mr. Knoke -- that's where we get our 
information from a nd wa r et our information from coneula 
who have t he shippi ng documents. We ge t i t before 
Knoke. That's never happened befor e . I just want 
t o say t his: after all, gold is as important to you 
as i t is to us and everything must be done to keep 
gold as a precious monetary metal . If it isn't g oing 
to b e handled as money, as between Governments, it soon 
becomes discredited and I don ' t want that to happen. 
And that ' s why I a m doing this , if you understand. 

Ur. Ukawa: Yes, I understand. 

HU.Jr: Geld as a medium of exchange , as between 
Governments, i t i e ueed for bal 'tnC" B of payment , if we 
begin to hapdle gold•carelaail) 1t· • i bl soon lose ita 
value as a medium of exchange. And that ' s why these 
rules, which have been laid down over many , many years . 

Mr. Ukawa: Yes. 

HU ,Jr: It ' s i mportant they be lived up to. But 
wa will buy all t he gol d that you have for sale. You 
know our policy. I announced to the world that we will 
buy gold at ~35.00 an ounce. 
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Mr. Ukawa: Yea . We did not know the practice 
and our Treasur y Department did not know the practice. 
So I will tell t he Treasury Department. 

HU,Jr: Do you mind? If 
do you represent? The Finance? 
Government do you repr esent? 

you don' t mind, who 
Whioh branch of the 

Mr. Ukawa: Department of Finance . 

HU,Jr: Finance? 

l!r , Ukawa: Yes . 

HU Jr: Now, i f you could work that out, I thin~ 
it would ~e bette r for both Govemcents . 

Mr. Ukawa: Oh, I see. 

HH,Jr: For your Government and mine, if that 
could be worked out, so that you would conform to the 
rules that every other Government lives up to in ship­
ping gold. 

Mr. Ukawa: Oh, I see. 

Ur. Lochhead: Kay I explain one thing, You 
said Mr. fnoke said it would be all right to notify 
him and not us. That wae because you were giving t he 
oame Jlnfortaation in Washington that you are givi ng 1n 
New Yor k . But, f or i nstance , the shipment made last 
Friday or Saturday. We knew about that rriday or 
Saturday , but not from the Japanese at all . Up to 
last ni ght t he Federal Reserve, Mr. lnoke , did not 
know from any advice received from J apan that there 
was any shipment going, yet we knew gol d had been put 
on board boats from consular reports last Friday . 

HU,Jr: But l!r. ltnoke did not know it. 

Mr. Ukawa: Not Mr. lnoke . Mr . Sproul. 

Mr. Lochhead : Just the same. 
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that because Kr. Sproul told me that it would not ba 
necessary. 

Ur. Lochhead: !hey were sending the letter 
down here. We haven' t r eceived anything , neither 
has the Federal Reserve , on the last two shipments. 
No advice from you yet we know they are ooming. 

Wr. Ukawa: Kr. Sproul told me it was not neces-
sary. 

Mr. Lochhead: Not necessary to tell Mr. Sproul 
either? 

Mr. Ukawa: Yea. 

Yr. Lochhead: Not necessary to tell Kr. Sproul 
or did he say it was not necessary to tell the Treasury? 

Ur. Ukawa: No. 
inform the Treasury. 

The Federal Reserve Bank. We 

HM,Jr: But the Federal Reserve Bank did not even 
know about these last two shipments of gold. 

Mr. Ukawa: Last two shipments? 

HY.,Jr: Yes. 

Mr. Ukawa: We have not ~eoeived the cable. 

Hl! Jr: It 1 s unhear d of. There is not anot her 
Government that doee business that way. Ther e i sn't 
another one . It ' s unheard or. Now I think t he Jap­
anese Government wants to do business t he wa y every 
other Government does. We buy gold fro~ 31 or 32 
nations - - 35 , I think - - we have agreementsand why, 
may I ask1 do the Japanese do it differently f rom any­
body elseT Now, the Federal Reserve of New York are 
our agents. I don ' t know where Sproul comes in. 

ar. Lochhead: Sproul 1s senior officer, who 
sees forei gn visi tors . 

HY. .Jr: You had bet ter see Governor Harrison 
in New York. This is 1111Portant enough eo that there 
is no mlaunderstandi ng anti the W$3 we want 1t ,as I un-
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derstand i t , is that they would notify in advance 
(to Wr. Lochhead) notice would come from t he Bank of 
Japan ~ the F.ederal Reserve Bank who would then 
notify us? 

Mr. Lochhead: That ' s right . In advance . 

Wr. Ukawa: I think i t i s our fault. 

RM,Jr: I am quite sure it is . 

).{r. Ukawa: At first we made arrangements w1 th 
).{r . Taylor~ but I did not notice that point. - KM,Jor: In advance. I am sure i f you w1ll 
go down and see Governor Harrison and have a talk 
with h1m, he will explain to you how every other 
Government does it and, in addition to that, if you 
will notifl them we would like to have, if possibl e, 
but we don t insist on this, some indication whet her 
this last mes sage we have received f rom the Vice Gov­
ernor -- which we received today -- that no mor e gold 
will come this year -- ie that correct or is .that in­
correct? 

Mr. Ukawa: I see. 

HW,Jr: I don ' t want any more messages from 
t he Vice Governor unless they are correct , because 
t he one on November 11th was incorrect. But the 
Federal Reserve of New York are our fiscal agents 
and if you were to see them and t hen as long as theee 
gold shipments are concerned, I think it would be ad­
visable if somebody from the Treasury of Japan would 
come in once a week and see us once a week eo that 
there isn't any misunderstanding. I! they can call 
on us here once a week a nd simply say , advise us once 
a week, what the position ie; how much g old we may 
expect. Would t hat be possible? 

Mr. Akawa: I will ask the Treasury Department . 
I am stationed in New York. 

HW,Jr: Yes . But every other embassy has a 
Financial Attache and I am asking that once a week 
a r epresentative of the Japanese Treasury come in and 
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advise ua about gold shipments that we may or may not 
expect . 

Kr. Akawa: Oh, I aee. 

Hll Jr: And ir you would report that to your 
Government . I would like to aee somebody who could 
represent the Japanese Treasury, who would call on 
either me or Ur . Taylor once a week and advise ua 
what we may expect in the way or tuture gold shipments. 

Mr. Akaw~: All right. 
Government. 

Yes, I w111 ask my 

HY,Jr: Please. And w111 you please see Governor 
Harrison 1n New York and ask him to tell you, and I w111 
tell him please to see you and explain to you Just the 
way the other Governments handle the gold. 

Mr. Akawa: Oh, I see. 

HM,Jr: I am going to ask Governor Harrison to 
see you. You are head or the F1nanoe m1as1on? 

Hr. Akawa: Yes. 

HY.Jr: I w111 aak him to see you, because we 
don ' t want any misunderstanding. 

lolr . Akawa: Thank you very much. 

(Mr. Akawa departed. ) 

Mr. Oliphant oame ln. Dr. White also. 

The Secretary epoke on the telephone to both 
Governor Harr1aon and lolr . Knoke 1n New York. (Copiea 
or the conversations are attached hereto.) 

Hll,Jr: (To lolr. Lochhead and Dr. White) I want 
you two to burn the midnight oil. I want to know -­
the Japanese have net tss,ooo,ooo caah here. 

Kr. Lochhead: Net aaaeta. 
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HU,Jr: Well, all right . How much more have 
they got -- that belongs to the Japanese Government - ­
in the United States, stocks, bonds , Japanese citizens, 
anything. How much belongs to the Japanese citizens. 

Dr. White: That they oan liquidate. 

Hll,Jr: No. Let me do it agaln. We have Just 
got a memorandum that there is $55,ooo ,ooo net assets 
belonging to the J apanese . How much more belongs to 
Japanese citizens here in the Uni t ed States? Is that 
plain? 

Dr. White: With one further question. You 
said bow much more and you mentioned securities. 

HJ.! ,Jr: Anything. 

Dr. White: How many assets that they can put 
into dollars . 

HM,Jr: Please listen closely. You are thinking 
of something that is your idea. I want you to get ~ 
idea. You have got something else in mind and I don t 
want to explain entirely what I have in my mind. I am 
askir~ you a very different question. The Government 
olus t he Bank or Japan, governmental agencies , bae 
~55,000 ,000, I am asklng you two men, and I don't 
want anybody else to know about i t, how much more 1s 
t here in the United States that belongs to the Japanese 
citizens, pla nts, factories, anything. 

Dr, White: You want their current market value; 
has to be in dollars? 

WJ Jr: Yes. Anythi ng that belongs to Japanese 
citizens th4t 1 s 1n the United States. 

Dr. White: We mean exactly the same thing. 

HU ,Jr: And you get me? 

Dr. White: I do. 

HU.Jr: And I want you two fellows to do that 
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job. When oa n I have an approximate anewer? 

Dr. Wh1te: We w111 work on it tomorrow. 

HX~: Give me a preliminary report tomorrow. 
But do I e myself plain? · 

Dr. ~te: Perfectly. 
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H.U.Jr: 

Operator: 

H.U.Jr: 

0: 

H. 1.1 .Jr: 

0 : 

Knoke: 

H.I.!.Jr: 

K: 

H.U.J r: 

K: 

H.W.Jr: 

K: 

H .Ll.Jr: 

K: 

H. ILJr: 

K: 

H.LI.Jr: 

K: 

H.IJ.Jr: 

K: 

H.ll.Jr: 

K: 

Hello. 

Mr. Inoke. 

Thank you. 

00 ahead. 

Hello . Hello. 

Hello Mr. Knoke . 

Hello. 

00 ahead Knoke, Please. 

Yeo, ur. Secretary. 

How muoh have you got? 

Hello. 

Yea, how much have you got? 

.• 
Deoeaber 14, lQ~?: 
~138 p.a. 
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Exouee me a moment. I've Just got a gueet here. 

All ri.ght. 

Japaneee were in here juet now. 

Ohl Well I've got one outside here . 

Well the tiguree, I gave them t o Lochhead a moment 
ago, they are the total balances here toda3, that 
t hey can draw out are t1tty e1x m1111on dollare. 

All right. 

F1tty 11x m1111on dollars. 

All ri.ght. 

Which 1! - which compare• with a 1hort overdraft 
at the beg1Dn1ng ot the•e gold movement•. 

Yee . 

The gold aovements, as you know, started early 1n 
llaroh. Since then t hey haYe lh1pped a total ot 
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li.J.I.Jr: 

K: 

H. li.Jr: 

K: 

H .Lt.Jr: 

K: 

H. M. Jr: 
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two hundred and th1rt,y odd aillion doll.ara. That '• ~t 
thes e two hundred and thi.rt,y a1ll1on, up to earl,J 

.September, the.J uaed eyerything tor comaeroial pa,y­
aents here 1n the countey. Since then the,J haYe, 
out ot eight.J three aillion dollars, which were 
shipped since the beginning ot September, the.J haYe 
onlY used eeYenteen million and emplo,yed the eixt,y 
six million to bui ld up balances here. 

LeaY1ng them a net -

Hello. 

net· ot how much? 

With a reeult that the,J haYe to~ titt,y six million. 

O.K. 

But theirclaim t hat all • bat they need t heee gold 
shipments ia not entirely borne out by that. 

Uh- huh. Knoke, I'll call you back a little later. 

All right, air. 

Call you baok a little later. 
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H.J.!.Jr: 

operator: 

H.U.Jr: 

Operator: 

H .ll.Jr: 

Knoke: 

H.!.I.Jr: 

K: . -
H.U.Jr: 

K: 

H.L!.Jr: 

K: 

H.U.Jr: 

K: 

I!.H.Jr: 

K: 

K: 

H.JA.Jr: 

K: 

H .!.I.Jr: 

Hello. 

Here•• Kr. tnoke: 

Than.U. 

Go ahead. 

Hello. 

Ill'. Secretary? 

Yea. 

Deoeaber 14, 11137 '70 
4:04 p.a. 

I have to explain. I had to boot. t.h1e chap out. 
here of ~ office betore I could talk before. 

That. ' • all right. tnoke7 

Yea, e1r. 

Ukawa Juet. lett. here, see? 

Yee. 

And I explained to him that. twice now, rather 
beginning with November 11th, they told ue no more 
gold . 

Yea. 

And att.er that. we got. 1n almost nineteen million 
dollars worth ot gold. 

Yea . 

I said we can't do bua1neaa that w~, we can't 
arrange our t1nancing that. w~, tllat. - and that. I 
want. to know it - in advance, approxaat.el,1 bow 
muoh gold they're going to ehip ue, you eeet 

Yee. 

And that. turtbermore, they don't notify our agent.e, 
the rederal Reaerye Bank ot Mew York unt.11 after 
gold ia ahipped. 

Yee. 

And I eaid that. , that. they 1 re t.ha onl,1 aount.ey that. 
do bue1neee that. wv 1 and t.hatt.t.hey 11ao1.1 have got. to let you know and- T.hey have o cl>nrorll. wow, 
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be aa1d, •well .:rou'c! neYer co~q>lained1 , and I aa1d 1 No, beoauae .:rou•re our agent, but I'• here and I'• complaining.• So then he said that he'd aeen Sproul 
and Sproul aa1d the wa.:r the,:r were doing,1t wu 
all r1ght. Well I '• go1Jlg to talk to GoYernor Harr1aon and tell b1A t.b.at I want lUll to aee 

Ukawa and explain that e•er.r other Central bank not1t1ea 1n adYance ot shipping gold and that 
we want the Japanese to conform, aee? 

Yes. 

And that the shipment the,:r made laet Fridey, t.b.at 
up to tbia morning .:rou hadn't heard that the,:r'd made that shipment. 

Well, ae n matter ot tact that ' e what th1a fellow cue 1n tor. 

All right. Well, I've been raie1ng hell, and the.:r•re 
ecared to death. Now, on account ot bringing Allen Sprou.l 1n, I'm going to tell wr. Harrison, ,:rou aee? 

On account or what? 

Well , he's aa,:ring he had conversation w1th Sproul 
and Sproul told him what he wae doing wae all right. So I'm going to tell Harrison that I'm not eatietied. 

Yea. 

See? 

Yeo . 

New, and then I told him furthermore that once a 
week I want a representative or t he Japanese Treaeur,:r to come in here and give me eome idea or how muob 
gold ie going to come thle wa,:r . See? 

Yea. 

Well, that ' • the whole etor,:r. 

Yee. I •••• 
wnat? 

'fhat. ... Ukawa. 

Ultawa 
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H.U.Jr: 

K: 

H.U.Jr: 
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H.l! .Jr: 

It: 

H.IJ. Jr: 

K: 

H.t!.Jr: 
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H.t.I.Jr: 
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H.ll.Jr: 
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· Yea. 

What oould you add to it? 

well 1 oan add nothing exoept that to the tiguru 
1 gave you betore 1 think they are very expre111ve, 
t or thil rea1on that they ar1 now - t hey olearly 
ehOir that the Japanese are now eh1pp1ng more gold 
than their oommeroial i ndebtednell eeems to require. 
1 think that wae tairly definite. 

Ull-huh. 

Up to beginning of September the gold prooeede were 
used tor payments 1n the market. 1 can't say tor 
what but at anyrate their paymente 1n the market. 

Yee. 

Si nce then they - part ot - greater part of these 
gold - the prooeede of t hese gold sb1pmente they've 
used, to build up balaqoee up here. 

All right. Well , that's good, that's all right. 

Yes, 1t'a all right except 1t isn't quite 
bear out their arguments. 

doesn't 

on, no. Well, 1t'a - all right, but I - I Just 
want to l et you know, and Archie will tell you more 
about 1t . 

All right, air. 

O.K. 

All r 1ght, ur. secretary. 

Thank you. 
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Deceaber 14, 1Q37. 

Hello. 

Governor Harrison. 

Hello. 

Go ahead. 

Hello. 

Hello Henry . 

George? 

Yea, sir. 

I J uat. had llr. Ukawa 
Financial Commission. 

Yea. 

' 

hare, the Japanese 

And I was complaining becauaa 1n the tirat place th~ 
told us that on l!ovember 11, they weren 1 t going to 
ship any more gold. We got that. message through the 
Vioe-Gcverno~ ot the Bank ot Japan. 

Yea. 

And then subsequently to that. they shipped alaoat 
nineteen million dollars. 

Yea. 

That was number one, and I said it I got a message 
trom the Vice-Governor ot the Bank ot Japan, could I 
believe it or couldn't I. And I got another message 
today trom the Vice-Governor ot the Bank ot Japan 
saying no more gold shipment, and did it mean yee or 
did it mean no. 

Uh-huh • 

.t.nd I ea id that the Japaneaa ware the onl,y Oonrnaent 
in the world tha~ didn't not.1t7 our agenta, the 
Federal ReseMe ot Mew Yorlt, 1n advance of the ahip­
ment. 

Un-huh. 
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And that they had &hipped gold last. P'ridq and 
that. up to this morning they hadn't yet. not.itied 
you. 

~-huh. 

74 

Well, Xrtoko aaid he Just. got the notice a tow ainut.ee 
ago. 

U.ll- .lluh. 

And I said we d i d buoinoee with t..nirty odd ditterent 
oount.riee and we didn't. aee any reason why the 
Japanese shouldn •t oontorm with tho same rules and 
regulations and praotioeathatevery other Central 
banlt praot.1oed. 

Yes. 

Now, I bnought. this up last Saturday, eo t.h1o was 
broug.nt. up 1n advanoo ot t.h1e incidence, eo it has 
no connection, you sooT 

Yes . 

Now, then he said "Well,•ne aa1d, •Mr. Sproul told 
me t hat what we were doing was all right.• And he 
oa1d, he said thatxoun bank was perteotl)' eat1et1ed. 
SO I sa1d,•Well I don 't know wb.at ·Kr. Sproul's got to 
do w1t.h t.h1e. We do bua1neea with Kr. Knoke.• So 
I said I would call you and aek you personalty to 
see l!r. Ukawa and toll h1lll Just what. we do or 
what - and how every other Government 1n t he World 
not.it1ee you 1n advanoe. 

Yea. 

And not three or tour dqa later. 

Yea. 

And that I must. 1ns1at. t hat they contorm with the 
same rules and regulation• every other Central bank 
1n t he world has. 

See? 

I ' tbink I 'll check on it. I ' • sure you are quite 
r!aht. eo tar as an,y ahlpaent. by a Government or 
a Central bank is oonoerned. 
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Quite. 

I n t.be event. ot - ot oouree in t.be old ~ oommero1el 
traneaot.1on, don 't. know 1t you remember that. or not.. 

No, I'm Just. st.reae1ng Government.. 

Yeo. 

I 1m Ju.et. at.reas1ng Government.. 
please h1m, see? 

so it you w111 

Yes , I w111. .- Ia he going to get. in touch with me? 

Yes. And you' d better tind out Just. what. Sproul did 
or didn ' t. aay to him. 

Yes. 

Because I wouldn't. believe the Jap on a et.aok ot 
biblee. 

Well, I'm i n the same boat. with you. 

And I Just. spoke t o Knoke, and he had to ask t.be 
J aponeee to et.ep out ot hi s ott1oe while he talked 
t.o me. 

Yes. 

And t.bey 1ve only Just. now told h1m that. t hey shi pped 
gold laet. Friday. 

Yea. 

See? 

Yes. 

And i n add1t.1on to that I aakad them to have a 
representative ot the Japanese Tr easury come down 
here once a week and g1ve us some 1dea how muob 
gold t.bey were going to eh1p. 

Yee. 

See? 

Yee. 
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So it you'll - would see him, but all I'• &eking 
you to eee h i m about i e to explain to bi a what eYery 
otber Oentra.l bank in the world doee, naaely notif y 
you in ad•anoe. 

I'll be glad to do that. 

Right. 

That '• fine. 

Thank you very much. 

Henry, have you got Juet a minute now? 

Yes. 

On another subJect. You tipped me ott about what 
we'd aslt tor reimbureable expense. 

What? 

You raised the question ot our - the amount of reim­
bursement which we asks~ tor, Knoke's ealar.y, tor 
instance. 

011, don ' t let•e do that now. 

All r1gbt. 

I ' m up to my ear a 1n the Japanese -

All r1gbt then, I won't bother you. 

No, let's do it a little later. 

Uh-llUb. .... 

Tllanke. 

All r1gbt. 
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Dec•ber 1 4 1 1QZ7 

The Secret ary called Mr. BUll at 4120 and sai d, 
•For your confi dential information, as or December 11th, 
the Japanese government bad net l i quid assets i n New York 
of 55 milli on dollars . I j ust got that for the President 
and I want to give it to you• . 
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The President 
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TREASURY DEPA RTMENT 

INTIIft Ol'l'lCa COMMUNICATION 

Du• Deo .. ber 14, 1937 

" Secretary Korgentbau 

,_ Mr. Haas 

subJect : Current trade with Japan and China 

A. United States trade with Japan during NoYember 1937 !/ 

(1) United States exports to Japan. 

United States exports to Japan in NoYember 1937 were 
9 percent less than during October 1937, considerably lees 
t han our exports during the swmer mont he or 1937, and 
2~ percent lese than 1n November 1936. 

1937 1936 

November ug,295, ooo 124,100,000 
October 21,~3, 000 26,66g,ooo 
September 16, 2,000 21, 32g,ooo 

August 24,643,000 10, 764,000 
July 26,50l,ooo 11 , ~75,000 
June 25,19 ,000 13, 27,000 

Excluding exports or raw cotton, ou.r exports t o Japan 
ln November 1937 were almost twice as large as our exports 
ln the eame month or 1936, but considerably lese than our 
exports to Japan during the summer months or 1937. 

United States exports to Japan, excludi ng raw cotton. 

November 
October 
Septe111ber 

August 
July 
June 

1937 

Sl7,49g, ooo 
19,5g2,000 
15,354,000 

23,449,000 
24,566,000 
21 ,962,000 

cover 
month or NoYelllber. 

1936 

• 9.335,000 
9,787,000 

10,552,000 

9, 201, 000 
10,965,000 

9. 352,000 
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(2) United Statea i mports from Japan. 

Uni ted States i mports from Japan in November 1937 were 
12 percent larger than duri ng thePTeoeding month, and 
13 percent larger than during November 1936. 

1937 1936 

November $17,282 ,000 
15,420,000 

$15, 34o , OOO 
1~ , 930 ,000 October 

September 15, 988,000 1 ,012 , 000 

August 16, 297,000 16,948, 000 
July 16,482,o.QO -12,187,000 
June 18,637 ,000 - 11 ,088,000 

(3) Cotton exports to Japan continue to be negligi ble. 

u. 8. exports of cotton 

November 1937 
October 1937 
November 1936 

(4) Ex orts or iron 
lower in Novem er t an in 

November 1937 
October 1937 
September 1937 
Monthly average, Kay 

to August 1937 

to Japan 

$ 797 ,ooo 
1,551,000 

14,765,000 

an were 

u. S. exports or 1ron 
and eteel scrap 

to Japan 

• 633 ,000 
1,148,000 
1 , 4o2,000 

5,600,000 

81 

(5) The following export 1teme ehow increases 1n trade 
w1th J apan dur1ng November 1937 , oomP-ared with October 1937• 
The value or exports in November 1936 ia shown for comparative 
purpoaea. 
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lllovember October lllonmber 
12~1 1231 12~6 

Petroleum products $5,406,000 -~ . 555,000 $3, 611,000 Copper 2, 33,000 1 , 59~,000 5;r ,ooo Industrial machinery 1, 507,000 1,39 ,000 6 ,000 Vehicles, parts and 
96o,ooo accessories 1, 217,000 485,000 •. Brass 723, 000 18, 000 79 ,000 

(6) The following export items show decreases i n trade with Japan during November 1937, comP-ared with October 1937. The value of exports in November 1936 ie shown t or comparative purposes. 

November October Nove11ber 
1231 1231 1236. 

Iron and steel eeml-
manufactures $1,622,000 $3 , 982,000 • 110, 000 Cotton, unmanufactured ~97,000 1, 5~,000 1~. 76~ ,000 Scrap iron and steel 33,000 1,1 ,000 27 ,000 Rides and skins, raw 372,000 898, 000 32,000 

Pig iron 234,000 887,000 Nil Ferro-alloys 170,000 279,000 16,000 Wood, unmanufactured 94,000 223,000 28,000 Lead 63 ,000 167,000 Nil Photographic and projeo-
142,000 tlon goods 13 ,000 131 ,000 

( 7) The oomposi t1on ot our imports from Japan, w1 th a few exceptions, was approxi~~&tely the same in November 1937 ae that of October 1937. 

(a) The 
trade were: 

import i t ems showing large increases in 

November October November 
12~1 12~z 12~6 

Raw silk 18 , 9~,000 $8,0t6,000 $9,987 ,000 Fish 7 ,000 4 5,000 300,000 Tea 535,000 62,000 203,000 Silk manutaotures 533 ,000 475,000 299,000 
Pyre t hrum fl ower • 455,000 26o,ooo 82,000 Paper and manuf actur es 315,000 2~2,000 ;z.ooo Glasa and aanutaoturee 222,000 1 2,000 ,ooo 
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(b) The 1aapor\ 1hms showing large deor eaeea l n 
t r ade wer e: 

J oTeaber 
1937 

LilY bulbs $ 84,000 
Rayon and 118Dutaoturea 227,000 

October 
1937 

$198,000 
373,000 

NoT .. ber 
1936 

• 11-3 , 000 
381,000 

(8) Of the t ot al exports ot $18, 295 ,000 t o J apan 
durlng November 1937 , the tollowlng items account tor al most 
all. The value or exporte during Oct ober 1937 and November 
1936 are shown tor compari son . 

Petroleum products 
Copper 
Iron and steel aeml­

manutactures 
Industrial machinery 

Vehi cles , parte and 
accessori es 

Paper base stock 
Raw cotton 

NoT ember 
1937 

15, 7o6, ooo 
2, 43),000 

1,622,000 
1 , 507, 000 

Braes, 1nclud1ng scrap 

1,217,000 
1 ,103,000 

797, 000 
723,000 

.scr ap l ron and steel 
Bides and aklna, raw 
Fert1l1zera 
Plg iron 

Industrial chemloale 
Coal tar products 
Ferro-alloys 
Tobacco and manutaoturee 

All other 

63),000 
372, 000 
262,000 
2J4,000 

216,000 
2o6,000 
170, 000 
14o, OOO 

954. 000 

October 
1937 

$11- , 585,000 
1 , 893,000 

3,982,000 
1 , 394,000 

788,000 
1, 222, 000 
1,551,000 

418,000 

1,111-8, 000 
898,000 
238, 000 
887,000 

137 , 000 
255, 000 
279,000 
18,000 

1 . 44() . 000 

NoTember 
1936 

$3. 611 , 000 
567,000 

170,000 
654,000 

960,000 
700,000 

14, 765, 000 
79, 000 

274,000 
32,000 

115,000 
Nll 

223, 000 
75,000 
16,000 

217,000 

1.642.QQQ 

Total 118,295,000 $21 ,133 ,000 124,100, 000 
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( 9) Of the total imports ot $17,282,000 from Japan 
1n November 1937, the following items a ccount tor almost 
all. 

Raw silk 
Cotton manufactures 
r uh 
Tea 

Silk manufactures 
Pyrethrum flowers 
Per1lla oil 

November 
1937 

t8,9~3 , 000 
1,130,000 

764,000 
535, 000 

~33,000 

Por celain and ohinaware 

55,000 
3g5,000 
355 .000 

Paper and manufactures 
Veget able food produote, 

except tea 
Uet als end manuf actur es 
Earthenware 

315,000 

28~ . 000 
234,000 
232 , 000 

Wool and manufa ctures 
R~yon and manufactures 
Glasa and manufactures 
Wood and manufactures 

Flax. hemp and ramie 
manufactures 

Chemicals and r elated 
products 

All ot her 

227,000 
227,000 
221,000 
104,000 

157,000 

123 .000 
1.998 . QOO 

Total tl7, 282,000 

October 
1937 

t8,o76,ooo 
1,157,000 

365,000 
462,000 

475,000 
260,000 
3~6.000 
385.000 

252 .000 

193,000 
216,000 
206,000 

277.000 
373,000 
142 .000 
175,000 

137.000 

199,000 
1.72~.000 

$15 .~20,000 

November 
1936 

t9 .9~7. 000 
1,162,000 

300,000 
203,000 

299 ,000 
82,000 

Nil 
14o,OOO 

67,000 

175,000 
131,000 
92,000 

57,000 
31$1,000 

<;4,000 
62,000 

27,000 

306,000 
1 .B15 .000 

$15,34o.ooo 
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B. Trade with Chlna f or the month of November 1937 

(1) United States export s to China, Hong long and 

!Cwan tung. 

United States exports to China, Hong long and [wantung 

1ncreas~d considerably in November 1937 over October 1937, 

and are greatly in excess of our exports one year ago. 

North China, Manchuria 
and lwantung 

November 1937 
October 1937 
Nov•mber 1936 

13,4-90,000 

South Chlna 
and llong long 

16,212,000 

Total 

19.702,000 
7.153,000 
4-,035,000 

(2) United States i mports from China , Hong I ong and 

!C"antung. 

United States imports from China, Hong Iong and Iwantung 

were about t he same in November 1937 as during the previous 

month, but considerably higher t han imports during November 

1936. 
Nort h China , Manchuria South China. 

November 1937 
October 1937 
November 1936 

and Iwantung and Hong I ong 

$2,129.000 $4-,71j.9,000 

Total 

$6, 878,000 
6,914-,ooo 
4-,668,000 

(3) The principal items of export t o China were: 

(a.) To North China, Manchuria and Iwantung: 

Iron and steel semi-manufactures 
Petroleum and products 
Vehi cles, parte and accessories 

Tobacco and manufactures 
Raw cotton 
All other 

Total 

11,967,000 
572,000 
325,000 

198,000 
192,000 
236,000 

13,490.000 
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(b) ! o Shan~i, South China and Hong t ong: 

Petroleum end produote 
Vehicles, parte and accessories 
Iron and steel, eeml-manutacturee 
Tobacco and manu! acturee 

Vegetable products, edible 
Firearms and ammun1ticn 
Explosives 
Industrial machi ner y 

Uedioinal and pharmaceutical products 
Electrical machinery and apparatue 
All other 

!otal 

11 ,566, 000 
l , l'l~. ooo 

762,000 
415,000 

292, 000 
24}, 000 
161;,000 
15~.000 

88,000 
85,000 

1, 08~. 000 

t6,212;ooo 

(4) The principal 1tems or import rrom Ohina were: 

(a) From North Oh1na and Manchuria: 

Bristles 
Wool and manufactures 
Leather 
All other 

'l'otal 

• 879 ,000 
545, 000 
132, 000 
566. 000 

t 2, 129,000 

(b) From Shangba1, South Ch1na and Hong l ong: 

T1n 
Tung (wood) o1l 
Flax, hemp and ramie and manufactures 
Raw s 1llt 

Wool and manufactures 
Bristles 
! ea 
Vegetable tood products (except tea) 

Cotton manufacture• 
81llt manuf acture• 
All other 

! ot e.l 

t n6,ooo 
721,000 
65},000 
420, 000 

26},000 
210,000 
15},000 
170,000 

llJ, OOO 
u~,ooo 

l , l'L.OOO 

14, 7~.000 

OS 
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December 114-, 1937 

To: Secretar7 MorsentbAu 

?rom: l.tr . l.!ag1ll 

l . Tax ReTiaion 

Tbe SuboO!'Illittee bas shown great il:!pat1ence with the 

VRriou• minor ao!ministrathe IU'Ienclme!U' lfhioh "" haft presented to 

tbsc at the request or the .!!llree.u. "'C'o: ~ently, it bas 8<!8IDOd 

advt~able to hold back all but the moat i mportant amendments of 

tb1s obsl'ftcter . The dratt..,..n are pretty wll along wi tb their 

work on the I'IOdit icfttion of corporation te.na but they still be'" 

a good deal of work to do on the remaining amendments tn wbiob tba 

Co=ittee bAa dsf1nitely agreed, Hr. Vineon aeem to be in no 

gre11t burry but would Hke tbe SUboo!lnittee report to be rea~ 

shortly at'ter the first of the year . The tax bill •ill hardly· be 

ready before 11\nuary 15th , 

2. Conference with Mr . 1esse 1ones 

Ur. 1onee feels that the proposed corporation income 

tax will be '"ry ace>~pteble t o business. He would lUce to IMI& the 

tax on caoital ga1lls d1m1llated in fayor or a rather hea'fY te:r on 

gross transe.otione on the stock e:rohe.nge . He is also troubled 

about the personal holding oompany p~v1aiona in the law ae they 

s t reet a mort gago gual'fUity company i n Houston, in which be ia 

apparently interested. 

}. Conacll.dat1on of Tax Appeals 

Mr . Oliphant io arrtlJ>6111$ for a turtber conference 

m tb the A.ttorney Oenerel ae soon aa possible , llr. Vine on baa 

tol d Ille t hat he ia reluctant to put any provisions in the bill on 

tbls sub ject on account of tba de.ngar of reopening the Court tight , 
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D.ceber 14, 1937 

II)' <leAr lolr. seerataey: 

I !11ld awa1t1Dg ~ return yoor letter ot December 2 eont1rm1Dg 

our convereat1on rtear411lt; the piU'clJ&oe ot l50 ,000,000 OWICH ot 

alher tree the l!epubltc ot Ch1.na rlth the 1ntoNat1on that the 

Pe<leral ~serve !ank ot II• Torlt hac b11n 1nat"'cte4 to cable b14a 

on the datea en41¥ wt th Pe'bruary 15, 1938. 

p..,.it me to take thb opportunity to expreoa to :VCN an<!, 

thr~ yCN, to 'jour Ooverment CNr moat otncere appreciation ot 

the kind aoo1otanco you are givi.n« ua at thb Ume o! CNr national 

crioio. 

Toure a1neeral:v , 

Honorable Henry llorgenth&t, Jr. 

Secretar)- ot the 'l'rMWJ7. 

(COPT) 
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GROUP &EETI NG December 15, 1937 
9:)0 a . m. Present : 

H. !. Jr: 

:lag ill: 

H.Jl. Jr: 

'lug ill : 

H • ..! . Jr: 

r.!ug1ll : 

H •. J.Jr: 

Gaston : 

ii . II . Jr : 

Gaston: 

Mr. Magill 
r.lr. Taylor 
Olr . Gaston 
lo!r. Baas 
"r. Gibbons 
:lr. Lochhead 
:.lr . Bell 
lol.r. UpbaaJ 
Ur. llcReynolds 

I may have a call coming through from the President. 
I f he does call, I've got to ask you gent lemen to 
ge t out, if you don't mind . 

nos? 

Nothing . I have a conference on the Hill with the 
Sub-co~ittee this morning . The Democratic members 
have pr etty well concluded our discussion, except 
for one or two important subjects . 

I got your memorandum, particula rly about that 
one gentleman . 

Yes . 

Incidentally, that other information which you gave 
me about that other guy - I did not pass that informa­
tion along . Simply seid if that person wanted any 
1nfor m6tion, tney should •rite in. I did not give 
any information. 

That' s good. 

I withheld 1t. 

I told you in tha t note l ast night that we talked 
to Bob Al l en. I thought it was ratheramus1ng about 
wnat happened in the State Department about the 
Japanese note, didn ' t you? 

Yes . 

I haven't anything. 
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H.:A. Jr : 

Gaston: 

H. :.t . Jr : 

Gaston: 

H.'!.Jr : 

G&s too: 

Taylor : 

tt .J . Jr: 

Tnylor: 

H. 'l . Jr : 

'lay lor: 

H •. L Jr : 

H1.a s : 
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I don ' t know what you t ol d Allen; I don ' t know wha t 
tha t s t ory i s . Would i t be ver y dif f i cul t - not to 
t ell me now - would it be very d iff i cult t o gi ve 
me the f acts on Wlju:~t enrichment? 

No, it would not. Not a lot or t r ouble . Some 
details . 

Would you send i t up to me? 

Yes , yes . 

I' d like to nave it . Anythill8 else? 

That ' s all . 

Have you any suggestions about what we do about the 
Mexicans ~Yno are on ice or the opposite? 

Yes . :;elles said to me last night that he wa s goi ll8 
t o see t nem at f i ve o ' clock tonight, and I think that 
11e could very 17ell say thE.t until Mr . Welles a nd the 
State Department have seen t tlern , there i s no use of 
our seeill8 them any furthe r. Then we ' 11 wait to 
hear from t he State Department tomorrow, and after 
we hear f r om the State Department, as a result of 
their conference with them, why , so end so and so 
and so - see? I mean we understand they ' re goi ng to 
have 11 conf erence with the State Department . All 
right, we ' ll Nai t until we he&r f r om the State 
Department . There ' s no use our seeing them. 

Oh no, I don ' t think there is a ny use our seeing 
them . But t he way I left it was, I would get 1n 
touch •dth them this mcming ~tith a vie., t o di scussing 
the situati on further; that obviously it would r equire 
a gr eat deal or s t udy. 

Well , tell them you ' re no t ready, hope to s ee them 
some time t omorrow. No use saying about the State 
Department. 'ue ' re not r eady . Bow' s tha t ? O. J( . ? 

Uh-huh . 

George? 

I haven't got anytning except •nat tentative appointment 
this aft ernoon . I f or got t o check with Mrs . Klo t z t o 
see if it' s sti ll good . 
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rtaas: 

R. tJ. Jr: 

Haas: 

R.!4.Jr: 

Haas: 

H.M.Jr: 

Haas : 

li .M. Jr: 

Haas: 

H. il.Jr : 
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Well, it ' s still good. It ' s still good . 

Would you arrange with Miss Lanigan to go -
between noK and Christmas, if she could still go, 
I'd like her to go into the State of Michigan, see? 
Then right aft er Christmas I'd like her to go down 
to Texas. I see that the biggest increase thet 
they have put on of ony number this past week is 
in Texas . See? 

Uh-huh. 

And I can1 t understand why the South - they put 
on more than 3500 people - increase in unemployed 
in Texas . And the next state is Oklahoma. But if 
she would do the Stete of Texas, and spend a full 
week down there right after Christmas - a full week. 

Uh-huh. 

But in between now and Christmas, if she would do 
llichigan. 

O. K. 

And if you don ' t get these (weekly WPA figures by 
states) - these come to me ; I'll let you take a 
look at them. I like to keep those in my file. 
But arrange with what's-his-name that you get those 
also . See what I mean? You see, this is the week 
of December 4. But that ought to go to you. 

O. lC. 

I mean I'm getting them. 

I ' ll get a copy . 

I mean here they put on last week - they increased 
their unemployment by 18,000 ~eople, 3500 of which 
110 into the State of Texas . What? And New York 
~ta te- New York 'State- well, in New York City they 
reduced it by 61 (hun~red) and in New York Sta te, the 
whole tlew York exclusive of New York City , it went 
up 49 (hundred). So for tha state they r educed- the 
State of New York - the unemployment went down last 
week in the State of New York . Can you explain that 
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Gibbons: 

H •• J.Jr : 

Gibbons : 

H. ( .Jr: 

Haas : 

il .:.I.Jr: 

ilaas: 

H. h! . Jr: 

Gibbons : 

ll . J .Jr: 

Bell: 

H.'A.Jr: 

Gibbons : 

-4-

one? And the State of Texas went up 3500 . Who's 
the next candidate for President? 

Jesse . 

I 1d say the State of Texas . 

That ' s right; that ' s where he comes from. 

I 1 d say the State of Texas . 

I think some or those figures we get show up well 
for the State of Texas. 

Pardon? 

I think tney show TeXlls fairly good, but I'm not 
positive. 

Everybody I've talked to from Texas, including 
Steve ' s friend , says things are all right down 
there . 

The State of New York - this week the number of 
unemployed goes down. The State of Texas gets 
3500 out of 181 000. 1bat 1 s one fifth - one fift h 
of the number of unemployed added to the rolls in 
the St ate of Texas . 

I didn't know there were any unemployed in Texas, 
because the Collectors of ~ustoms - two or three 
of tbem have been up here, and t hey say everything 
is humming - oil wells , and so on - and they get 
good money on wheat. 

It•s interesting. Do you get this, Dan? 

I get it, but I haven't seen it lately. Comes to 
the office. Haven't had time to look a t it . 

1Vell, I want you to . 

I think it would be good to send her down there, 
George, and find out bow the State of Texas is 
running . 

I have nothing. 
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~ochhead : 

H. :.!.Jr: 

Bell : 

H.M.Jr: 

Bell: 

ll. !A . Jr: 

H.J . Jr: 

Bell : 

Taylor: 

Lochhead: 

Taylor: 

a . :I. Jr: 

GEston: 

Magill : 

d • .I.Jr: 

Nothing. 

Daniel? 

-5-

I have nothing. As a matter of interest - and 
maybe you already know it - t he Government or 
Finland took advant age of the discount on our 
2-1/2 percent ' 49- ' 5) bonds. Going to pay today ­
f 210, 000 of them. 

In bonds? Smart boys , those Finns. 

Made somewhere between $5,000 and $8,000 . 

Sold . I t m~-good heal th to Finland . . . 
Like t o see some of the other governments take 
advantage of it too . 

What else? 

That ' s all. 
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Hungary is going to pay their nine thousand bucks -
ninety-eight hundred bucks, according to Mr . Lochhead . 

1hey 1 re making more fuss abou t how they're going to 
pay that in New Yor k. 

llell, you• ve cleared t hat release rlth Herbert and 
Dan and ever ybody as to now it's going to work . 

I don ' t ~ow what ' s the metter with Berman Oli phant, 
but this ought to go over t o the Villi te House . I 
sent one serious a nd one ehony - r ather funny telegram 
to LaGuardia . Fix it up tto Gaston) . Find out who ' s 
handl ing it ~ Ctt y Building , New York. I gue~s Her man ' s 
sick . Maybe you can ~et hold of Opper. I just dashed 
something off; i t i sn t very good . 

Something for your signature should go over there. 

I 've talked to aim (Oliphant) . 

rlhat ' s he doing? llaybe he ' s got Senator King back 
t here . 
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(On phone) ~here is Wr . Oliphant? 
Let me talk to his office . 

What? 

But I want t hat to go over there this morning, 
early . 

(On phone) Berman? Anything wrong? 
All right. Oh. \tell , let me 
when you're ready. Phone me when 
Telephone me when you're ready . 

Oh . 
- phone me 
you' rc ready . 

94 

~agill has thrown another scare into Wall Street. 
They're sending out from Internal Revenue a statement 
askin6 for reconciliation of capital of anybody having 
over a hundred thousand dollars, and they all think 
you ' re getting ready for a capital assessment . 

Be did that a month ago . 

What? 

He did that a month ago . 

I know, but a fellow just told me yesterday that 
that's what it's going t o be - a capital assessment . 

You never know Nhat Uagill will do, you know. 

I hate to see these fellows getting ahead of us that 
way. 

Rate t o see them disappointed, wouldn't you? 

1 told Upham not t o let the leak out about t he capital 
levy until the first of the year . 

1 thought it was only fair to let them have a little 
notice . 

Known as the Magill-Upbam plan. 

They'll only be blamed for the illegitimate children. 

No, it ' s the !.!agill-Opham plan. 

Mac? 
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Ask him (Bell) if he ever sees the Director ot 
the Budget . I asked him yesterday 1f he had 
seen him; be sai d be hadn ' t. 

Oh1 the Straus plan is in. 

.. 95 

;icR: It 1 s been sent t o the Budget . I took it over there . 

Bell: 

H. ld .Jr: 

It's been sent t o the White Bouse . Asked 
p~ss on it in a few minutes . I said no . 
an O. K., but I wouldn' t pass on i t. 

O.K., gentlemen, thank you. 

me to 
They wanted 
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December 15, 19~? 

Talked to the President ~the United State• 
at five minutes past ten. Yr. Oliphant present. 
Told him that Mr. Oli phant and I were ready to re­
port on the special mission which he gave us to 
perform for him in regard to Japan. 

Told him that the Mexican situation was 
desperate; Mexioo was busted, and that if we did 
not do something to help them that wi thin a year 
I prophesy that Italy, Germany and Japan would walk 
in there and treat &texico the way they did Spain. 
That Mexico 1a the richest colony in the world for 
those three countries to take over, and I wished 
that he would see Hull and Welles and ayself to­
gether. He said, •can this matter wait a couple 
of days? • and I said it could; that I could stall 
Suarez for that length of time. 

' 
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Deceaber 15, l9J7 

Pi:JiSONAL (In President• a handwriting) 

Dear l"iorello: 

I have your telegraa of Deceaber 14th 

before u. I ptber r..- the aaae that the 

Secretary or the Treasuey iS out--trading you. 

Ir you ina is t on seeing " teacher•, I 

wish to warn yoo that •teacher" can be tougher 

t han tbo Secretary or tbe Treasury! 

Sincere)Jr yours, 

(Signed) I'DR 

President• s notetioa: 

•Bring tbe $5,000,000 lritb you. • 

lion. Fiorello LaGuardia, 
llayor, City of llew york, 
New Xork, New York . 

' 
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Deoellber 15, 19;77 

At 1:03 toda7 HI,Jr telephoned Kointyre and told 
him the President bad aaid he llight want to aee h1a toda7. 
I!)(,Jr explained to llointyre tbat he wae going out at 3130 
to Kiaa Kad1era'a eohool to eee h1e daughter and would be 
away until about 6:30. lloint:rre ea1d he did not think 
the Pree1dent would ba'te a chance to eee the Becretar:r 
thie afternoon, but BK,Jr aeked hia to tell the President 
anr-&Y before he, Mcintyre, went to lunoh. He aa1d he 
would. 
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Dtc!lbtr 15. 1937 

Mrs . Roosevelt asked ae llbether 1t would be proper tor her 
to inquire about the Ph1l1ps .Tones Coap11J17 llbo haTe a clata 
against the Internal ReTenue tor approx11Utel;r $951 000. 

I srke to her last night at about six o ' clock and told 
her that had burned her letter and that 1t would be perfectly 
proper tor llr. Ph111ps to write end 1nqu1re from ae llbat the 
st atus of his case was and that I would be glad to 1ntorm him. 
I gave her no information about the status of the case. 

-----..: a:~ 
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H.!J.Jr: Hello. 

Operator: Congreeeman Mead. Go ahead. 

Decellber 15, lQ~?. 1. 00 
10:21 a ••• 

H.U.Jr: Hello . 
congressman 
Ueed: Hello, ~· Korgenthau? 

H.U.Jr: Tal.lt1ng. 

ll : This is Jim Mead or Buttalo. 

H. U.Jr: How are you? 

!J: Fine. Say, Ur. Uorgent.b.au, the Associ ated Gas and 
Electric has extensive linea up 1n Western New York. 

H.U.Jr: Yes. 

U: We've been writing back and forth to several or their 
friends about the attit ude or the Government. They 
seem to be under the impress ion that they ' re singled 
out tor special severe treatment, a.nd I talked it 
over with -

H.ILJr: 

1! : 

l!.!J.Jr: 

H. L!.Jr: 

IJ: 

H.!.I .J r: 

1.! : 

Hello - Hello. 

Hello. Hello, Mr. Uorgenthau? 

Tal.lting. we were cut orr . 

All r ight. I talked it over with a f ormer member or 
Congreee who is now representing t.b.e Associated Gas 
and Electric. 

W.b.o was tllo.t? 

Ham . From Oklahoma. He was a - no !.liasissippi. 
Vicksburg, Mississippi. Wnat t he devil i s hie name. 
He was Chairman or the Ways and Yeana Committee 
before Bob Doughten. 

O.b.! MoCullenf 

No. I'll - it'll come to me anyway. Phil was hie 
name. He ' was rrom Vickeburg, Mississippi, and he 
was Chairman t or a while, then he went with the 
Aesociated Gas. No, he didn ' t go with the Asaociated 
Gae. He just went out and practiced law and I think 
that he wae one or their represantatives, but be 
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ea1.d that the lUtter wae worlting around 'fecy 
satisfactorily and he thought they'd be able 
conform with the holding co~ regulation• 
eventuallY the.Y'd be a big etrong and up and 
company, see? 

••ry 
to 

iOl 

and 
coming 

H. I.!.Jr: Yes . 

1.! : 

H.JJ.Jr: 

ll: 

H.U.Jr: 

"' -· 
H.!!.Jr: 

H.!! Jr: 

U: 

H.IJ.Jr: 

!! : 

H.I!.J'r: 

!.! : 

H. !.!.Jr: 

L! : 

H.!LJr: 

Now the onl.y thing that I have to do ie to convince 
these people that llr . Weidman and several others 1n 
the Internal Revenue - Wideman -

Yes, he's with the Department of Justice. 

Oh well. 

. over the Department of Justice, with 
llr . Widelll8n handling it, it 1 a out of our hands. 

Oh, is it? 

Yes. 

well, I want to tell them that the Treasury Department 
ie not concerned with persecuti.ng it, that -

Oh, now, wait e. minute. You can't tell them that. 

Well, I ·mean persecuting -

Well -

Persecuting. 

I - I announced publi cly to the whole United Statee 
that e.D7bod7 that's being persecuted can come in and 
see me parsonall.y. 

Yes. 

Now I haven 1 t - after Pro tenor !'lilliam Starmeyer 
eaid that ax-President Hoover would be persecuted. 

Yes. 

I haven't bad a legitimate caae yet, and anyb~ 
tllat comes .forward and aaya that the United Stat .. 
Treaeury ia persecuting thea, and I atill stand ready, 
but I refuse to aee the Aauoo1ated Gas and Electric, 
because the matter ie 1n the hande of the United Statee 
Att.orney General. 
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1.!: 
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l! : 
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••• • • 

H.U.Jr: 

U: 

H. ti. Jr: 

., . -· 
H.U. Jr: 

JJ : 

H.III.Jr: 

1.1 : 
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Uh-.b.uh. 

And if you - and they - if you don • t llind III.Y la.Ying 
eo , you're the fourth member of Congress that hal 
spoken to me in the last ten da.v•. 

Uh-huh . 

And the Aeeociated Gaa and Electric can, 1t they will 
comply with what the United Stntes Government aeke 
them to, namely pay the taxes which is due ue. 

Yea, 

They can settle t he thing in t wo minutes. 

Yes. 

But - but, Congressman Uead, they 're not being 
pereecuted, but they are trying every way they can, 
to avoid paying the taxee whioh are due the United 
States Government. 

Yea, t hat' s just what I want to tell them. 

And if they will do - it they will do what the 
United States Government is asking them, we would be 
more than pleased, and they oan go about their business 
and we can go about ours . 

Yes . 

And that' e the whole situation, and I think you oug.bt 
to know. I think you ' re the fourth member that they've 
approached. 

Yes. Well, the last letter I got was November 27th. 

Yes. 

And I've juet been holding it up, see? 

But they - they 're doi.ng everything they can to find 
somebody or some ceans whioh will keep them !rom paying 
what they owe ue. 

Yea. 

You see? 

Yea. 
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H.JJ.Jr: 

IJ: 

H.U.Jr: 

JJ : 

H. U.Jr: 

l.l : 

H.!J.Jr: 

1.1 : 

H. U.Jr: 

U: 

H. !.I.Jr: 

1!: 

H.!J.Jr: 

!!: 

H. !J.Jr: 
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And they ' re not being peraeouted, and aa I aay, I 
threw a challenge out to the whole world to have 
anybody oome in, beoauae I make the statement that 
the IJni ted Staua Treasury is not pera·eoutine 
anybody. 

Uh-hUh. 

But we are trying to collect the taxes , aa sworn 
otticers, which we are supposed to. 

Yea. 

so t hat's the whole story . 

Yes. Well, they Just wr?te me and I've been writing 
them back, and telling them t hat every~ing wae 
going to work out all righ~, that the President waa 
sincere in hie statement about cooperating with 
these tolka, that they were complyi ng with the law. 

Well they ' re not. 

They keep telling me that - well tor instance here's 
a little paragraph, ia it - is it - are they being 
persecuted on the basis of vengeance against the 
country - company, and its activity against the 
holding company bill. Haven 't ~hey forg~t that 
that bill ie a law and we have, and so on, see? 

Tnat•a got nothing to do with it. 

I'll tell them that. That ' s just what I wanted to 
know. I wanted t hem to know that I talked with you. 

Yes. 

The statement you made public, with regard to the 
Hoover incident, whether I say that or not I'll aay 
something like that. 

Right. 

Standa tor all these companiea and if they'll Just 
come 1n and pay their bill, they 111 be treated on 
the square and there'• no vengeance 1n it at all. 

Now the last time that - about ten days ago, a liailar 
approach, wouldn 't I see the Vice-President ot thie 
company, eee? 
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Yea. 

YftS. Well he called up and I said, •would ~ou mind 
putting it in writing•. 

Yea. 

And after I 1ve read it, I 1ll deoide whether it•a 
worth ~ while t o aee ~ou. 

Yea. 

He refused to put it in writing. 

I see. 

So~ request was fair, waon't it? 

Yea, aure. 

Inas~uch as it' s out ot our hands, I aa1d, "Now put 
1t in writing". 

Yea. 

He wouldn't do that . 

Well, they've got to pay the tax. There isn't any 
doubt about that. 

I think eo, Congressman. 

Yea, because I wouldn't want t hem punished undu~, 
but -

Oh no. 

But t hey - t hey were perteotlY ready to punish ue 
undulY some twelve months ago . 

Well, that has'- that - we don't consider that. TbU 
1s just what is due United States Government. 

Yes. 
And they owe us some - ob fifty tour million dollare. 

I see . 
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105 
- 6-

And it'a been all ver.y, ver.y carefully handled, and 
it 1e not a matter of pereeoution. It'e Juet wnat 
they've withheld. 

It ien't pereecutian, it ' e oolleot1on. 

Correct, e1r. 

All r16ht . 

Nobody lovee a tax oolleotor, but we've got to have 
the wberew1thal to keep tbe oountr.y going. 

That 's right. We ' ve got to have 1t, and we want 1t. 

That'• r16ht . 

Tllallk you ver.y much. 

Thank you. 

A.ll r16ht, B1r. 
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RB SUB!liSSION TO CONGRESS OF 
R~VENUE ESTIYAT~S 

December 15, 1937 
2:30 p.m. 

Pr esent : l.lr . Magill 
llr. Taylor 
Mr . Haas 
llr . O' Donnell 
llr . lielvering 
Dr . Cr\1111 
Wr. Daggit 
Ur . liriver 
!fr . Leahey 
Mr. Bell 

H.IJ . Jr: •'ihat•s the story, George? 

Haas: I thought tbnt Mr . 0 1 Donnell , who is in charge of 
the estimating, might h~dle it. 

ri .J . Jr : All right. 

O•uonnell : We have here in tabular form a present ati on of the 
kind of estimates which we hope we ' ll be discussing. 
'ile have a re.·1 copies th!lt I can distribute. 

t! . '!. Jr : Nell, go ahead . Just t alk it out, see? 

O'Donnell : All right, sir. 

The forecasts on which these estimates are predicated 
are the result of a concensus or opinion of the 
business conference that we bad a couple of weeks 
ago, in which we had invitea some of the leading 
indiviauals who forecast business for the various 
large industrial corporations of the United States -
ueneral Motors, American Telephone, the chief 
economi st of the First National Dank of Chicago, 
Lionel Edie, investment consultant, and Dr . Crum, 
who is with us today. And the particular forecasts 
are indicated on page 2 of this write-up, which 
gives you some conception of what we expect in the 
way of business for the next twenty months . 

The recession in business is pretty well indicated 
by our estima t e of the Federal Reserve index, whicn 
is expected in the calendar yeor 1938 to average only 
95, es contrasted to an estimated level of 111 for the 
current calendar year . We expect the low point to be 
reached in January, followed by a spring upturn, Which, 
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however, will not in our op!nion carry through, 
but will be followed by a further recession in 
the summer ana then a gradual upturn and 
stabilization a t about 103 1n the f irst quarter 
of t he following year, 1939 . Now, that i s ~ very 
fundamental part of our e stimat e picture, because 
on t hat forecast and on the forecast for prices, 
many of the other i ndexes Which we forecast a re 
predicated. And -t hen, in making particular f ore­
casts of particular yi elds from parti cular revenues 
from commodities , we get correlation with a various 
group of indices , al l of which are predicated on 
these two f orecasts . 

Now, these for ecasts are revised from our October 
forecasts to reflect the lowered estimate of 
business as contrasted to what we bad then estim­
a ted . hnd the aggr ega te reauction is 330 millions 
beloN our estimate made l ast October . 

a .~ . Jr : Xou mean for this f i scal year? 

01 Donnell : ~ iscal year 1938 . 

H.M. Jr: Three ... ? 

0 1 uonnell : 330 millions, which r epresents a f ive percent ..... 
H.U.Jr: Xou mean beloN whst we did 1n Oc tober? 

o•oonnell : That's right. 

h . ~ . Jr: Xou mean even after we took off that 125? 

. O•l>onnell: Tbat• s right. ue have several factors. tha t caused 
tha t . '.l.he stock mar ket has not come back as we had 
then anticipated . Xou will r ecall that i t was as we 
met last ti.me - it was even t hen practicall y at what 
pr oved t o be the bottom of a v ery steep decline. But 
it bas not snapped back; it bas st ayed at that lower ed 
level. And tha t affects us in several ways. It is 
particularly important with tnis optional valuation 
question on the estates, because the decedents who 
died a year ago are now having their estates valued 
a t that sust ained low l evel, at leas t for that portion 
of the estate which they pass on in kind, and it 
affects our further f orecast in the futura because 
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H.l.I.Jr: 
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with the optional valuation they now can select 
the time of death - they have either the option 
of taking the time of death or one year later, 
whichever is the lower. 

(Bell comes in) 

Have you got a copy for Wr. Bell? 

Yes . 

I may say, for the information of the gathering, 
I tried tog et the .Vays and Weans Sub-collllllittee to 
cnange t ha t particular optional provision and they 
«ould not do it . 

108 

I t's a very expensive provision for us, but I think 
the sentiment of that Ways and Ueans Committee is 
that, raced as the e s t ates are now with the very 
high estate tax r a tes, it would mean confiscation 
or a great many est ates ; it was bad enough in 1930 
and 131:, when we wer e taxing the estates under the 
Revenue Act of 1926, .vith its much lower rates . 

Pardon me - I don ' t want to get intb all that stuff. 
Let ' s stick to our estimates. I mean when you 
fellows get started on that - I haven' t allowed 
enough time for that. 

tlow, look . ... 

O•Donnell: want to go any further i .nto those changes? 

H .~.Jr: Yes. First place, I Rant ~r . Bell to get this. 
Bell , now t hey s ay that - instead of this year 

Bell: 

li .J .Jr: 

s ix billion six fifty, it's going to be six billion 
t hree hundred t11enty million. And I say 1f their 
estimates between then and now aren ' t any good, how 
the hell are 11e going to do anytbing for 18 months 
from now? 

Gee whiz! October 19, we had an estimate of six 
billion six; January 1, we're go1ng to cut 300 million, 
in two months. 

330 mi l lion more . •nd how much was October below June? 
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Bell: 250 . 

O•Donnell : Yes . 

d.1 . Jr: How much? 

B~ll : 256 million . 

II. IJ . Jr: 250 and JJO - SSJ , isn' t it? No, 580 . 

Dell : 586 . 

ll . :.! .Jr: About t en percent . Yes , Jus t about ten percent . 

;)ell : 'Ihat ' s about a billion doll ars over l a.st year • s 
budget . Billi on dollar s over the J anuary budget . 

0 1 ~onnell : A year ago, t hat's right . 

d .~ . J r: It ' s t en percent off - i s it t en percent off the 
esti mates when the message Nent up i n J anuary? 

hell: Oh , about ni ne . No, no, nine percent off t he 
4 pr1l 20 e s timat e . 

~ ' Donnell : Tha t ' s right. 

bell : 

Ilaas : 

Sell: 

l! • .J . Jr : 

But how much off the 

About 15 per cent . 

l J percent . 

· l J per cent off t he January e s tima te . 

//ell , I ' d r at her - I don ' t know how - I'd r ather 
figure from wha t I have l i stened around . I think 
you ' re too high now. 

109 

daas : On that, Ur . Secretary, we ' r e t aking the - you may 
.vel l work tha t out t hat way - we 1 re taking the con­
census of opinion of our group with tb&t ot her gr oup 
fie cal led in. 

II.J . J r : Well, I s uw t ha t stuff. 
90 percent - would be 90 
Reserve . 

Haas : Yes? 

1he aver age of that was 
percent for the Federal 

Regraded Unclassified



110 

-5-

a . ..: . Jr: I think so . 

o•uonnell: 95 was my recollection . Ri ght ? 

l)&gjlit: 95 is wha t I r ecall. 

H . ~ . Jr : Lot of t hem s ai d 90 . 

l.lug!;lt : '-Od some said higher than tha t , I believe . 

J · ~~nntll : They expected the low point t o go below 90 , and we 
in our esti~ate , if you wi ll observe on page 2, 
expected it to go to 85 in JanUhry . 

,:aos : I tried t o ;mt it down below 95 for ~:on averag~ 
loey didn ' t nant me to do it; sai d t bllt v:as ge t ting 
t oo conserva tive on t hst. 

H. J. Jr: I wouldn't begin 1 )8 Lbove 90 . I ' d figure ' 38 90 
and ! ' a f i gure the first six months of ' 39 - I ' d 
fi gure it 95 . The wor st t he t cttn happen i s th& t 
we ' l l b e pl easantly s urpri sed . 

Hues : I think ther e ' s sometning to tna t . 

H . ~I . Jr: "ha t did you s ay? 

noes : I wanted to get it down l ower . 

n. ;.: . Jr : 

liell: 

ri . :J ,Jr : 

It's just sheer guess work. Do you .mo.r, Dan, has 
the country ever been in shape like this before? 
Have they ever t alked ol' doing this tblng in two 
bites? 

HoR do you mean? 

••ell , I mean havitli> - just t ha t ; I mean tryi DB to · 
figure this thing for six months . I mean supposing -
supposing ·ne said ttwt - I raenn I 1m just t hinking out 
loud - supposing we said, ~All right, we give an 
es t imate for t he second six months of 1 38, then we ' l l 
put this country on a cnl cndar year basis," and a t 
the beginning of that we put it on a calendar year. 
This whole th i ng of having the Government on a fiscal 
year basis - July 1 - I t hink i s all cock- eyed anyway. 
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Bell: 1/ell, we were on n calendar year basi s at one 
time, sever al years ago, half a century ago, and 
I guess tney thought the same thing about it then . 

B.M.Jr: ••ell, it' s just - I just use 1t as an excuse not 
to forecast for 18 months . I don' t think - if you 
don't mind my saying , I don ' t t hink it ' s worth the 
paper it ' s written on . I mean we mi ght as well , 
in the r oom her e , call a spade a spade . I ' d dery 
anybody to make good on t hat. I don't want to put 
my name to it. I mean i f I 've got to do it, I'm 
Just going to - I ' d lfant to •••• 

~ell : Of cours e, t he fiscal year wa s adopted to fi t in 
with toe session of Congress . Now, you couldn ' t 
get ~our appropria tions bcginnine January 1 through 
Congr ess ti~l March for the calendar year 1938 . You 
would have bad t o do it last spring some time, and 
you ' d be in a worse pos ition in estimating your 
revenue and expenditures than you are now . It's a 
4uestion of t ime and getti ng it through your 
Congr ess . 

l:l . l.f. J r : I know, but you put your mind to thinking how we 
ca n keep f rom e s tima ting for 18 months, will you? 

cell : ~11 right. 

rl . :.l . Jr : I mean try to t hink of a good reason wby we don' t 
have to do it for 18 months and I•ll bless you . 

O' Donnell: Wr . Secr etary, if you could a rrange your est~ates 
so t hat you have the March collecti ons in, i t would 
reduce the margin of error in your estimates Just 
ever so many fold, becuuse once you establish the 
base •• . • 

Haas : That 's what Great Britain does . 

O•Donnell: That ' s what Gr eat Britain doe s . :Io ney a l 1vays have 
the f irst collections i n. We know then wha t the 
l evel of income was i n calender 137, on which the 
indi vidual income t axes ore ba sed and the corpor a tion 
taxes ar e ba sed. And wi t h t hose who t ake advant age 
of t he pri~ege of paying quarterly installments, 
it is merely a matter of an experience factor which 
we can with great accuracy de t ermine once :e have the 
base . 
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uoes that make sense to you, Crum? 

J.hat sounds reasonabl e to me. If we could have the 
revenue side of the budget message as late as Apr il 
or early ~ay, it would be very advant ageous t o us. 
Yr . Bell would .mow • •• 

I 1 m not so sure I wouldn't like it, but I thi~ 
you have to take into consideration the difference 
in the two governments, in the method of operating . 
In appropria ting or in authorizing and approving 
the budget in Great Britain, they use a legislative 
act of about 12 pages ; ours conta i ns about 1200 pages . 
~o there is that difference, see? 

'<bat ' s true . 

*hey vote over there, say, 500 million dollars to 
the army, and tnen the Treasury has control as to 
how that will be handed out from month to month . 
ln other words, you have the second a ppropria ting 
organization . We don ' t have that, a nd can ' t get it 
under our Constitution . 

But we 've got t o do some original thinking around 
here t o keep me from going in the hole for the 
i'resident and we• ve just got to .. .. The fact 
that #le have - you don't mind my talk1ng this way -
the fact we have alNays done it this way doesn't 
make it so, a nd we 've got t o find some way of doing 
this thing differently, because I 1m not going to put 
my name to this ; I ' m jus t not going to do it, that ' s 
all . I mean I•m not going to be a damn fool and put 
my name to this tning . I 1m not going to do it. 

uell, you' 11 have to hedge, c.ualify your estimates . 

No, I ' m not going to do it . I ' m just going to tell 
the President there ' s nobody ln the Onited States -
you can' t get a reputable - I don't - you can't get 
aay reputable business can in the Onited States to 
'Krite me a letter and say what the estioated income 
of his business will be the last six months of this 
period. There isn' t a r eputable business man in the 
Onited Stat es that would sit down and write me a 
l etter and say what his business will be; he won•t 
say what it Will be the first six months of next yeiar , 
let alone the first s ix months of 1 J9. Why .should 
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do it? So I say somebody bas got to do some 
original thinking around here, so maybe we can 
say, •Well , let's wait until the tax returns come 
1n . " · 

What ' s the difficulty with waiting until April 1 
t o make a new esti mate? 

Tnere is no difficulty. Tba t IVill establish 
for the individual in~ome tax about 60 percent 
of the liability for the l as t half of your f i scal 
year, and it will give you ~ start of 40 percent 
of your liability on the next fiscal year for the 
individual income t ax . 
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t!&gill: ilba t difficulty would you get in witn Congress about 
it? Suppose Bell - could you ride along on your 
October estimates? 

Helvering : No, you couldn' t. 

Ha6s: Uouldn't do that . 

l! .li .Jr: 'i'he question is . •• Here's the other thing . 'lie had 
Biggers for lunch. Mr. Biggers is coming out on 
January 5 with an estim&te for unempl oyment. How ' s 
anybody e;oing to say? He says, t alking, he thinks 
business will be better in March. Well , that ' s as 
far as he ' ll go. 

And I t hink if you expl ain this thing to the 
President and simply s aid to Congress, •We're not 
going to be r eady and I can't send any budget 
message until the first of April , " tbat 1 s all . 

o • ~onnell: We can estimate ••••• 

H •. L Jr: "I • 11 have a budget message for you on the first 
of April." 

Taylor : Be closer -to the 15t h , won • t it? 

ci .U.Jr: 

Taylor: 

H.1.Jr: 

~hat? Pardon me? 

Be closer to the 15th, won' t it? 

nhatever it is. ~hatever the boys said, I ' d add two 
weeks to it. rtbatever they told me, I'd Just add two 
weeks to it. 
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Mr. Secretary, we could estimate for the whole 
calendar year as v;ell as we could the close of 
the fiscal year on April 1 or April 15, whichever 
you said, because we will then have established 
the base on wnich we predicate the most difficult 
estimates . 

You would do what? 
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,'/e woulCI hove already established tne ba se. In 
other words, the income of corporations and the 
income of individw.ls is .mown vt the end of 
March, because they have made at least a quarterly 
return, and even though they take advantage of 
quarterly payments, their payments through December 
ar e then o matter of available r ecor d . So tha t we 
could give a calendar year 1938 estimate as of 
hpril 15 , 193~, with a pretty good degree of pr ecision . 

'l'here Nasn ' t one tha t you called in who would estimate 
the first six months of 1939 . 

Nobody would do it unless they ' re forced to it . 

They >'loula n ' t do it then, George . 

!lo, no 1 t hey •••• .. 

ftnd if a business roan wouldn't do it, r.hut confidence 
would they have if I do it? Might ~ s well take a 
tee cup and pour out the ten and read the tea leaves . 
Be just as accur a te. Might be t etter, i f you had a 
good reader of t ea leaves • 

ne could use some of that. 

That• s t he one thing we haven't tried . 

.e need a gypsy in toe office . 

I think tha t you people better get together, Just 
put this stuff in the icebox, and think of some 
way so that whoever i s r esponsible tor this - I'm 
one, Bell ' s another, Uagill ' s another , and Mr . 
Belverlng and Mr . Baas - better find some way -
a letter that I can write the President why I cnn' t 
do it, and let's get- we ' ve got brains enough around 
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here to give a suggestion of how we can give him 
an e stimate that is worth the pa~er it's written 
on. 

aelvering: or course , we can establish the base or which Mr. 
O' Donnell is speaking on about the second of 
hpril , but as to the income •••• 

o •Ponnell : You c an' t, however, get the full collections; they 
are not t abulated by your districts until about 
the 20th of April . 

lielvering : We can get a telegraphic report • 
• 

o•Donnell: You do that on your income tax? 

delvsrlng : Uh-huh. 

01 vonnell: That ' s the important thing. 

d. t.I . Jr: Would you (Helvering) put your name to this thing, 
stake your reputation on this? 

Helver1ng: I•d have to take some 

ll , ',! .Jr: Jill put it differently. You 1ve got e business in 
Kansas . llill you give me en estimate of ;vhat your 
revenue is going to be for next year? I'm just 
saying for the calendar year 1 38. 

!lelvering : No. 

ri . _. Jr : How's your business going to be next year? 

nelvering : The way it ' s going right now, it ' s going to be 
pretty bad . 

H.M. Jr: hnd I think the country would have a lot more confi­
dence in the United States Treasury if they said 
frankly , "\Ve can 1 t give an estimate . Now, we can 
do this; we can on t he second of April or the 15th 
of hpril give en estimate for the calender year.• 
And then I don't see why they couldn't say, "All 
right, for the-first six months of 1 39 every 
department will get half of whatever the appro­
priation is ." I mean they'll get 1/12 of the 
a ppropriation each month until Congress meets , 
that ' s a~l; we run on tha t basis. They ' ll get 
l/12 f or January, 1/12 for February, and then - or 
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somebody devi se something. I mean Just let ' s 
say - I say r i ght here and now I won't put my 
name ~o it. Now, it ' s up to somebody ar ound here 
to have some brains and think up a new way . I 
won ' t do it, t hat ' s all . I think the count ry 
would have far grea t er confidence in me as Secretary 
of the Treasury if I say I won ' t do it. I'd just 
be the laughing-stock of America if I give a forecas t 
for 18 months. 

I think you' re right. I think tnis continuous budget­
ary thing, being off on the estimates- it' s a • • •. 

I mean this is bad e:...:~h~now.- I d!>l\'t- I never 
write a letter to him when 111& Cdi14- is disagreeable; 
I 've got to go fN er and f ace the President. Again 
it ' s off 330 million. I•ve got to take that; you 
gentlemen don ' t nave to. I ' ve got to t ake it. And 
even when you c ame in with your estimates, I cut 
125 million then; I mean Just by rule of thumb. hnd 
I 1tlought L was awfully smart when I did t ha t ; I wasn't 
smart enough . After you people got all through, I 
s ai d , "All r ight, we ' ll take off 125 million ." 

Now, somebody around this shop ought to have brains 
enough to think up something el se other than giving 
me some tea leaves . And it•s better for you to hav~ 
it tais way, straight from the shoulder, than to have 
me put it up in a nice package, with pink ribbons 
and a little holly on it. 

Now, Kagill, have you got some bright idea? 

,·/ell, I think I know where to start to find out one, 
but I haven• t got one yet. 

.rell, where would you s t art? 

V/ell , I'd start • • • . 

l:.xcuse me - (on \Vhite House phone) Rello . - I can't. 
I • m in the m.iddle of e conference right now. 
Thank you. 

I •d start on, why is it that we have to sublllit this 
es timate on January 1 a eyhow? 
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Tbat•s the first question . 

Is there any - I ' m not thinking "why" as a matter 
of policy, but "why" as a matter of actual require­
ment; but where does the requirement come f rom? 

The law requires the President to submit a budget 
on the first day of the session. 

Budget for what? 

Budget for the Federal Government. Now, the budget 
isn't complete without a revenue estimate. 

Is ne supposed to submit it for 10 ••• 

tor tne fiscal year f or which Congress is to appro­
priate money, and tha t's the coming fiscal year . Tha t's 
the requirement of l aw. 

Does the l aw say that? 

Yes, sir, very definitely . If we haven't complied 
with it in two or three days we can get away with 
it, but we can' t for three months without a r esolution. 

I mean you can get a r esolution through. 

Have t o be very c are ful l y explained, or I 1m not so 
sure the country wouldn ' t get a little excited about 
it; but that's not impossible . 

•'ell, if I were an edi torial writer on any paper 
and the President in the firs t place announces 
again be's off JJO million, which is the third time 
or fourt h time he's been wrong, I•ve been wrong, 
we 've been wrong; then he comes a long with another 
estimate - they say, •Well , it's Jus t a joke. Just 
a Joke. • 

Well , we•ve al ways sai d it was difficult . 

But they ' ve never faced t hem, Dan. The last 
years Vr. Uills was here, be was off about a 
one year and 40 percent another . 

• 
two 
third 
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It always happens , and ever since I ' ve been here 
1t 1s happened, t ha t on a climbing business scale 
we always go ahead in t he revenue and in a descend­
ing business scale we fall behind. It never has 
failed yet, and it ' s something that, it seems to 
me , unless t he law is changed, you ' ve got to f ace 
and just acknowledge . 

\'/ell, I ' m not going t o do it. Now, I suggest you 
ad Journ to llr . Magill ' s room and you Pfople put 
your heads together and see if you can t find some 
way out of this t hing so that we can give an honest 
estima~e or et l east an honest statement to the 
people of the United St at es . I ' m willing to s i gn 
sny sta t ement e xplaining why we can't do it, and 
the reasons for it; I' m more than willing to put 
my name to it. But I won't do this. 

Just a s - almost as d ifficult a problem on the 
expend! tures . 

You take relief . llho can figure out what that ' s 
going t o be? 

Well, there again we 've had it every year . 

l>ut lien, that's the r eason why the people don 1.t 
beli eve when the President gives a statement, 
because he's been wrong too oft en. Now, I want 
tog e t out a sta tement that they dll beUeve , fo r 
him . And they say - you know Just as well as I 
do tha t they keep saying, •Well, he ' s going to 
balance t he budget - ha ha ha l" e nd t hey Just don•t 
believe it . Now, I think t ha t - I ' m not goi ng to -
I t hink the thing to do is to have the courage to 
explain it, and I think you•ve got to g ive confi dence, 
and tnen not to give taem an e stim.e. te until we can give 
them something that ' s good . Now, !ir . Helvering says 
t he second of April, and add a rea sonabl e time and 
it wi l l be the 15th of April . 

If you t hen i ntend to give hi m fisca l ' )9, - however, 
you will always be confronted with t he problem of 
forecasting the business for 1 )8; but it reduces by 
50 percent your margin of error. 
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•I ell, you can get some reputable peopl e to come 
in here late in March, a fter you know whether you 
do or don ' t get this spring rise that everybody 
is talking about. And tnen everybody is talking 
about the nex t sluop; ~verybody is talking the 
same tning . llel l , noboa,y knows . But if I can si t 
here 4nd have two and a half months of business 
behind rAe , I 1d fe!!l a lot different. Wouldn't 
you , Mr . Crum? 

Yes indeed . If we can work out some means of putting 
off tnis detailed forecast through June 1939, I think 
i t ' s very much to be d esired . It ' s an almost impos­
sible assignment to any group of men, I don ' t care 
how much r1o rk they put on it . Now, that doesn ' t mean 
to say you may not have to do something in order t o 
comply with t he law . But as a question of fac t, 
ther e is no doubt about the f act that any curve 
Re dr aR li t this stage rea ching to June ' 39 i s 
a ffected particula rly in the late months wi th a 
very vnde margin of error. 

Well , I think tha t this t hing - I don ' t know any­
thing that is more i mportant, end I called a staff 
meet ing of the Treasury for 11 tomorrow and I'm 
more thbn willing , if you people will be r eady, t o 
substitute another meeting of this crowd. I'll 
meet with you li t 11 t omorroR r a ther than the other 
Tr easury people . You think you c oul d have something? 
nell, a t leas t let's talk it over tomorrow a t 11. 
nnd this is more important, if you don ' t mind my 
s~;ying, iolagill , t han t he Hill stuff . 

Oh yes . 

I mean you ' ll just have to make some expl anation 
up there, because wit h this on - I mean the sooner 
the President 60ows how I feel, the better . 

Now, 1 just wa nt t o go a round a minute end see if 
anybody says t hat I am being unreasonable in ~ 
position . George? 

t!uns : I agree with you a hundred percent. 

0 ' o~onnell: I ' m vti th you . 
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Helvering: Well , our experience - we Just had to cut ours down 
in October . Our act ual experience over there has 
reduced 1t by 400 million. 

R. ' · Jr: Pa rdon me? 

Helverlng: I s ay our actual experience over there reduced 
our estima te by 40D million. We were a little 
higher. 

il . 'J . Jr: But I mean is my position all right? 

iiclvering : Absolutely. 

ri . :.I.Jr: I mean to explore this thing. 
.. mow •hat I 1m talking about. 
position reasonable? 

d~<lvering : I t nink it is . 

Cruo: I agr ee with you perfectly. 

Dust: it: I do too . 

I mean so - you 
I mean is my 

ur iver : I blnk we wi ll a lways have a margin of error in 
any estimates , but I do think it will be materially 
reduced if we can wait until next April. There 
will be a margin of error, however, in that estimate, 
but it won' t be nearly as grea t. 

~ . 'l. Jr: '.7ell, ho;7 much error can you eliminate between 
doing it this week and doing it the first week 
in April? 

Driver : l'lell, I t hink we could r educe a t least half the 
error for this fiscal year, and perhaps more than 
that for fiscal ' 39 . 

Let.hey : uell, I agree 17i th flr . Driver. 

ti •• Jr: Pardon me? 

Leahey: I agree with Mr. Driver. 

H.U.Jr: Taylor? 

Taylor: (Nods aff.Lrmatively) 
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Yes, I t hink it1s well worth exploring to see if 
He cun't put it off until Apr i l 1 insteaa of January 1 . 

il. · • Jr: 

hell : 

Bell? 

i.ell , I clon ' t tnink your position is unreasonable, 
but I thlnk He went to be very careful about our 
position on this, because we might destroy this 
whole buagct set-up, ~nd we certainly don't went to 
do tilL t . \'!e 1 ve got it no\'1 v. here 1 t goes toge tber , 
and I thi~ e ought to keep it that way . ·e had a 
n~ra time getting it, you kno N. It took years . 

All r ight . 

I don't think your positi on ls 

'i . . Jr : I tell you, when you corne in ln January, June - do 
.:e nave one i n J.pril? Estimates in April? 

o •:onnell: nfter we get the tax r e turns • 

• . ; . Jr : Lid 1'e have one? 

1.1 ' ~<>nntll : ·:re had Jt.nuary t ru:l June . 

;J . J. Jr : O. J:\ . 

•llll: No June . 

o • ~onnell : Didn't h& ve any June this ye~o r. 

· . Jr : liell , Jonuery, tpril, October, cndm~ we have ll 
fourth. 

J.nc from the time we started in J anucry until now 
we ' re off ~ billion dollars? 

O•Lonnell: That ' s right. 
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I t hink that that in itself destroys your whole 
budget picture . I 1 ve lost confidence in this . 

It's off' 13 percent, Yr . Secretary . Uany people 
t nink it's ~ cl ose estimate, but the Government -
but the budget is so l arge now that 13 per cent is 
a tremendously big thing. 

/iell, I 1 m going t o ask you gentlemen to go into 
Mr . !dag111 1 s room.and I' ll mee t with you at 11 
o ' clock t omorrow, and I ' ll meet every day until 
Ne can or can not get a solution . But I will not 
put my ntme to this • 
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.. ell, it se..:lliCI t o me the · 10;;in 4uestion, 6 S f a r as 
& conference in my room ~ I 1ll check this with you -
is essentially ~ matter for di scussion bet~een, say, 
Bell and myself . That is the problem now is not 
a matter of estima t ing . ine problem i s seeing what 
can be done in the legal situation to advance the dete 
2t wnicn thi~ report has to be made . 

The only place the estimating comes in i s that the 
-manner in which you advance it effects t he estimates . 

This isn't a matter of esti mating, it' s a matter 
of ingenuity . 

or course, you c &n get a r esolution thro~h Congress 
which changes the date of the submissi on of the budget 
to April 15 of this year and authorizes the President 
tc sub~it one half the budget, which would be the 
estimates of appropriations and the estima te of 
expenditures based on those a ppropriati ons , which 
the CollUlli t tees would ha ve three months and a half 
to consider before the r evenue e s timates come up. 

Now, it ' s a littl e bit difficult for t he Congress -
I mean if they were operating properly and normally 
to pass un appropriation fig ures until they have the 
revenue . I mean no business would do it. But they 
haven't pai d much attention to it during this emer­
gency . 

No . You' ve got the answer . He ' s got the answer 
right there . 

It co uld be done, if they •••• 
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But I think you ' ve got to talk it over, got to 
Justify i t, got to fix up a letter for me to write. 
to the President, doing something like t llat . But 
I still think that the men in this room - you could 
talk this thing over, think about it, put it down 
in memorandum form for tomorrow mornipg, anq see 
whether I ' 11 take it . • 

1111 right . 

I'm 171lling - I mean if you give me anything 
re~son&ble like Bell sai d , I' m willing to be the 
~ont, I' m wi lling to s ay so, ~nd use this year ' s 
figures and use the figur es for • J; - ' 31 and 
1 34 and '33, ~nd show it's impossible in a rapidly 
ueclining business situation to e sti mate and it's 
f~r better t o wait until we get those March 15 
r e turns . "nd give me - £;nd use, as I say, the 
years •JJ , 131 , ' 3~ , &na 133 ; those were the yesrs. 

You can go beck - I don ' t care· where you go . In 
my t wenty years in the Secret ary's office 1t has 
al1·:oys been true thn t they ' ve never hit it on a 
declining or ascending scnle . 

!!ut these gentl emen wno say tney can be 50 percent 
near er right than now .••• 

That ' s right. When you get your r.lnrch estimates -
r eturns, you can determine your September and 
December payments; you can base your 1939 revenue 
estimates pretty accurately on your 138 calendar 
year. 

Now, how do you want to do this, Wagi ll? 

llell, how about Bell, Taylor, Commissioner, and Haas? 

1111 right. I'd t ske Professor Crum in there . 

Probobly better have Mr . 0 ' Donnell too . 

I'll meet with you a t 11 tomorrow. 
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1937. 

1 
The estimates or the revenues or the Federal Government 

tor the balance or the current fiscal year and tor the entire 
tlacal year 1939 assume the continuance or the existing tax 
structure. The tax revenue !rom practically every maJor source 
1s directly dependent, although in varying degree, upon business 
conditions during the period i n respect or wh1oh the tax is 
levied. In making these estimates or ruture revenue, it was 
~iererore necessary to forecast the general business situation 
tor the peri od ending in J une 1939. 

While appraisals or many business indices are helpful, the 
most i mportant forecasts upon which these revenue estimates are 
based are: 

m 
( 3) 

Federal Reserve Board I ndex or Industrial Production 
Bureau of Labor Statietica Index of Wholesale 

Commodity Prices 
Standard Statistics Index or 419 Stock Prices 

The nartioular rorecasta used in these revenue estimates 
represent'the conceneus or opin~on or the experts atten~ng the 
business conference in the Treasury on November 23, 1937- Out­
side consultants attending this busi ness conference were Walter 
Lichtenstein (Firat National Bank or Chicago), F. Lealie Hayford 
(General Uo t ora), Seymour L. Andrew (American Telephone and 
?elegraph), Leonard J.;rree (Cleveland Trust CoJI!)an:y), Lionel Edle 
(Investment Counsel), and William L. Crum (Professor or Eoonoaioe 
at Harvard). 

· The estimated monthly trend or basic data used in the 
revenue estimates was as follows: 
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These business forecasts indicate lower levels ot busi-
ness activity than had been anticipated when the October budget 
estimates were subm1 tted. Converted into estimates or revenue 
receipts, they represent a decrease or t330 millions, or 5. 0 
percent, as contrasted to the October budget message . The largest 
1te01 ot change is an estiaated decrease of t99 millions in i ncome 
tax receipts. The business recession is no" expected to reduce 
the estimated customs receipts by $79 millions. The sharp decline 
1n security prices with the sustained lower levels increases the 
revenue coste ot the Federal Government or the optional valua­
tion provision on estates . Not only will the value or estates 
of decedents currently dying be atteoted by these lowered 
prices but also those ot decedents who died a year ago. Con­
sequently a $74 millions reduction in estate tax collections 
1s now estimated. The reduction ot t35 millions in the esti­
mates ot yield trom the social security taxes is in large 
meaau::-e a reflection ot t he regulation recently promulgated which 
chenges the time or the payments or the 'l'itle VIII tax liabil­
ities trom a monthly t o a quarterly basis etteotive on liabil-
1t1ea accruing atter December 31, 1937. 

Estimates or Receipts 

Present estimates place receipts to general and special 
accounts tor t he fiscal year 193~ at $6,321 millions, or 
$1,027 millions higher than the receipts or the t1scal :rear 
1937. For 1939, a slight decline rrom this exceptional total 
18 anticipated, but the estimate now made, ot $5, 919 millions, 
points to a volume sti ll markedly above t he 1937 figure or 
~5. 294 milli ons. 

For both 193~ and 1939 the net expansion over the 1937 
level may be ascribed primarily to two sources -- the income 
and the social security (including carrier) taxes. Numerous 
other sources or receipts are indeed expected to yield larger 
col l ections 1n 193g than in 1937, but the increases do not 
approach in magnitude the $535 millions estimated gain from 
inccDe taxes, nor the $456 mi~one increase trom soo1al secu­
rity t axes, including those levied upon carriers and their 
employees. lloreover, against the numerous smaller increases 
are to be set anticipated decreases or small amount in the 
tobacco and stamp taxes and in miscellaneous receipts, as well 
as a substantial decrease in the customs. 
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For 1939, further falling off in collections from t hese 
uot sources, and a downturn i n receipts from liquor taxes 
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8lld m.•nu!Mturers' excises , suffice to overbalance minor gains 
estlmnted for other sources from t he 1937 level, and even to 
reduce to some extent the still very sizable margin of gain 
over 1'137 recorded by the soci al eecuri ty (including carrier) 
end the i ncome tax esti mates. I t will be observed however 
that evon though a net expansion over 1937 is retained, rec~ipte 
fro" nost sources, including the two important groupe of taxes 
l•st ':lPnt ' oned, are exPected to be lo'fler in t he fiscal year 
19:;q thAn in the f1Scal year l9Jl!, 

The ~ocomnanying tables display in e~ary, as well as 
~·ta1l•d form, the eettcated amounts of receipts for the two 
;re•rs r.nd the actual amow:ts for 1937. An explanation or the 
est1~·tes , for each source contributing anpreciably to the 
revenues , i s nresented below. 

Inco~e taxes. - Under this ~ead are covered the receipts 
~ro~ 1nd1viduni and corporation income taxes , both on current 
"nd on back ~ccount, and t he much smaller receipts from the 
exoesc- nrofi ts tax on corporations, I ndividua l income taxes, 
Vlil!.c" yielded $996 millions on current aooount in the fiscal 
)·rrr 10'7 , will according to present estimates yield about a 
O'l"l'tPl' b1l1ion more, or $1,233 millions, in t he current fiscal 
)·eor , ~nd in 1939 will yield $1,14? millions. If t hese eeti­
~~·rs •re rcnli zed, new records in current receipts from indi­
vl<''t"~ income taxes will have been established, The basic 
c"':·e~ n'lking for exnansion include an i mnroved level of ind1-
v1-"ml tncooee , moat marked in the calendar years 1936 and 
1"'7; !t•l, :rears ot collections reflecting not only applica tion 
o: t .... noi'l:l8l. tax t o dividend income, but also the higher rates 
of sl'rtruc cade effective by the Revenue Act or 1936 ; and the 
~rcventive measures set up by t he Revenue Act of 1937 against 
;e:· 1\voi dance and evasion. The moderate reduction of the total 
!or the fiscal year 1939 reflects t he estimated lowering or 
1n~lv1dual incomes 1n the calendar year l 93l!, with a conseq~ent 
l orerlng or tax oayments during the next year. 

Corooratlon income tax collections on current account are 
exoeoted to r un somewhat lower than oolleot1one from indi viduals 
in !1ocnl years 193g and 1939 as t hey did in 1937· Their aug­
nent-tton to $l,ll!~ mill i ons in 193g and $1 ,006 mi lli ons 1n 1939 , 
!ron the 1937 l evel of .$g9~ mi llions} is predicated on the rela­
:~ v•l~' r i g'!\ corporate profits or 193b and 1937, the al terationa 
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!~the r a:e scale under the Revenue Act or 1936 , parti al i n­
clusi on of dividend receipts i n income subJect to tax, and the 
1~nos1t1on o! surtaxes on undistributed profits -- influences 
that did not affect fiscal year 1937 collections until the 
second hlllf year. The esti mat e !or the fiscal year 1939 drone 
below thllt for 1938 chiefly because or the present prospect for 
a lo••cr 1ng o! corporate i ncomes in the calendar year. 193!!!. 

Oolleot1one of back income taxes are e~eoted to continue 
durin~ the next t wo fiscal years not tor from the 1937 volume 
of :255 ~llions , though a moderate dimi nution o! thei r amount 
1s •llored tor . Because o! the probable vari ation in business 
~ro!!ts, ~lready referred to, t he relatively small receiots from 
t~e excPss- profits tax are estimated as t l uctuating sli ghtly 
JJ?Ward in l93G and t hen downward in 1939. 

Social securit inoludin carrier 
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t~·;e y recent accrual and collection o i n 1 it1es f r om this 
grou~ of new t axes largely accounts !or the sharp rise in 1931!! 
of e ~ ti~~ted receint s t herefrom. The 1937 fiscal year col lec­
tions from taxes levied under t he Social Security Act itself 
nre representative of hardly more than four full months ' receipts, 
e•;en though some payments were reoe1 ved prior to aarch 1937. 
In t he case of the important Title VIII, even t he 1931!! receipts - ­
tnough covering a much larger fraction of a year than the 1937 - ­
mll not be reuresent ative of a full twelve-months, because of 
the technical circumstru1ce that after the December 1937 liabil­
it i es ~e settled, payments will be due only quarterly, with the 
du~ date for the s eoond quarter or 193~ falling in July. Hence 
cou~ctlons eman~tt1ng from liabilities of A'oril and l!ay 1938, 
~P~c· voul d to a large extent enter fi scal year 1938 receipts 
rere ~•yncnts on a monthly basis continued, will under the new 
err~>.nse'llent be received instead in t he fi s cal year 1939. Esti­
~•:es or rscei~ts under the title are influenced also by 
anclcl~nted chAnges in e~loyment conditions . Aupr aisal of all 
:hese f actors leads to the present conclusion that the Title VII I 
collections of $207 millions in the fi scal year 1937 will be 
succ~eded by collections of $491 millions in t he f i scal year 
l 93S ~nd ~500 millions in t he fiscal year 1939· 

The Title IX comoarisons in turn, are affected by the 
t aat thfl t both the 193g 14,d i939 estimD.tes r epresent collect i ons 
!or n full twelve months liabi lity, against the part year 
cov~red into fiscal 1937 recei pts, and that the tax rate under 
thi s t itle advances trom one percent on 1936 payrolls to two 
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~~d three percent reepeotively on 1937 and 193S payrolls, 
nth a true cred1 t !or up to ninety percent or amounts naid as 
s1:niltll' t nxee to States whose unemployment insurance l a ws had 
been a1)nroved by the Social Seourity Board, All States and 
:errltcries have now passed laws which under certain conditione 
will entitle their taxpayers t o t his tax credit, However, the 
Title I X collections during f i scal year 1937, and to a much 
lesser extent during fi s cal year 193g, in respect of calendar 
yerr 1936 liabilities were swollen by the non- recurring collec­
tion of t nxee at the full one percent on pnyrolle from the 
f'lirteen St11tes and two territories whose unemoloyment insurance 
l~Ys ~~~d not been passed in t i me to qualify their taX9ayers !or 
;he t M credit. As a result of these various technicalities , 
,£ ~el' ~s ot anticinated changes in the business situation, 
recei ot e under Title IX, amount1.ng in the fiscal. year 1937 to 
:~ :~lllions , are est1:natecl for thE~, fiscal year 193S at $Sl 
~lllons , ~nd for the fiscal year 19Jg at S99 m1ll icns. 

Collections under the Carriere' Act, approved June 29, 1937, 
roul• n•turnlly be expected to di snlay a very great increase 
ovPt· collections under the disnuted nrior Act. This na tural rise 
ls • u_mented in t he fiscal year 193g by the ! act that liabi l ­
i t i es accrued for t he f irst nine months of 1937 did not become 
due unt il November 30. Hence the est i mate of receipt s from 
this source for the f i scal year 193S covers, in effect , the l ia­
bill t iee of five ouartere, whereas the 1939 esti mate covers but 
!our, ~"llile both take i nto account nrobable fluctuat i on in rail­
reed conloyment. Whereas r eceipts under the former Act ran in 
t~e fiscal year 1937 to but $2S7 thousands , estimated receipts 
unj~r the nres ent Act amount for the fi soal year 193S to $150 
l:lll 1 i ')RS e..'ld for 1939 to $117 millions, 

Ca'li tal stock tax. - Receints from t he ca'Oi t al stock tax, 
according to present esti mates, - will advance sli ghtly from 
&ct~~l collections of $137 millions i n the fiscal year 1937, 
to l h2 millions in 193S and $1~ mill ions in 1939. One factor 
1~ t his advance i s the nresumable increa se , associated with 
larger business orofits- in adjusted declared value of the 
can1t ~l atook or· corpor~tions from December 31 , 1935 to 
Decemoer 31 , 1936, to December 31, 1937, since collecti ons !or 
n gi ven f1soal year denend oh1efly on ad justed declared value 
nt the end or the calendar year preceding its start. 

Estate and gift taxes. - From the standpoint or revenues , 
t~e c~tnte t ax i s much the more i mportant of these levies. In 
th~ fi scal year 1937, when a majority of the estate t ax returns 
~er~ filed under the Revenue Act of 1935, with its lower exe~ 
t1on ~~d higher r a tes a s comnared with t he Revenue Act or 193 , 
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~llections !ron the tax reached the then reoord total o! 
$2g2 Pillions, For the tlscal year 1938, When practically 
~1 r eturns will be filed under the 1935 Aot still larger 
collections, o! $303 millions, appear to be' !n prosoect , 
even ni'ter allownnoe 1s made for a probable decrease in 
nU:llber of r eturns as executors take advantage o! the exten­
sion of the f iling p eri od and the option of valuing es tates 
at deat h or a year later , The 11!tel1hood of lower valuations 
on t he 1939 returns t han on the 193~ . offset in some measure 
o:· -;robable upward reaction in number tiled, suggests that in 
1939 recei-:~t s !ron this source will diminish moder ately. The 
est1::tnte sets the amount !or that year at $2S9 millions. 

Collections !ron the gi n tax, though augmented i n level 
b:- ~he sham uoward shift of r a tes under the 1935 Act, have 
never Gtttllnod much relative i !II'Dortanoe excepting in the fiscal 
1ear 1936, The $160 millions collected in that year on the 
t renendous volUDe of gifts made prior to t he effect! ve date of 
rnte increases already enacted wt.e ! ollov;ed by collections of 
out ~2~ nill ions in the fiscal year 1 937. For the fiscal years 
1~3~ end 1939 estimate s of $25 and $27 millions, respectively, 
are mcde, on the assumot1on of an aoproxima tely uniform volume 
of :ifts , conJoined with the ri se in applicable r a tes as add1-
tionol gifts are made . 
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L1ouor and tobacco t axes. - The risi ng volume of rece1ots 
rrou !i~uor t axes s ince legalization in 1933 of the manufacture 
e.nd s~~e of beer and repeal late i n t he same year of the l gt b 
lr:endncnt ma:; culrunate tem"Jorarily i n the t'i scal year 193S, 
Eben recei pt s from this source are expected t o aggregate $61~ 
:l!.ll.1ons as against a ctual collections of $59~ u!lllions in 1937, 
;. lee• favorable outlook for consw:rotion as i ndustrial recess i on 
•!:ects ~~yrolle leads to an est1cated decline of receipts in 
thP fi!oal yef!.r 1939 to $565 millions, almost ~30 n1111ons below 
t~.e ::.~37 ti~;ure . Of the two lar ge r evenue- produci ng te.:Kes in the 
zrou~ , that on beer i s exoected to rise more i n 193~ and to 
~ccl.1ne le rs in 1939 t han- t hat on domect1c distilled sp1r1 te. 
Lort o!: the small liquor taxes vary like t he total , although e. 
decline in collections !rom i mported d i sti lled spirits i s indi­
cated not only for 1939 but for 193~ also, with the sufficient 
e&lr." of domestic whiskey, 

Tobacco is one of the few t ax olaee1!1cat 1one expected to 
Yield lese r evenue 1n the fiscal year 193~ than i n 1937· That 
~ht rPcord reoe1ots o! $552 mill ions during the pa st fiscal 
Yenr can be t ully maintained in t he !ace or industrial recess i on 
·~~enrs 1cprobable. Hence t he es timates presage a sli ght 
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downturn to $5~5 millions in 193g and a more pronounced decline 
to $529 millions in 1939. The decline will affect not only the 
aaJor product -- cigarettes -- but also the lesser products in 
~e ~up, with the principal exception of snuff, consumption 
of which varies little. 

stnmo taxes. - For this group of taxes i .n the aggregate, 
4 decline ot collections seems probable in both this fiscal 
year and the next. While actual collections in 1937 anorox1mated 
~70 mi lli ons, the estimate for 193g approximates only ~~6 millions, 
and for 1939, $65 millions. The continuous decline thus indicated 
is expected to characterize stamp tax receipts from sales of 
produce, silver bullion, and plaYing oarde . 

Utpuf acturers' excises. - Estimated receipts of $~g millions 
tor the h soal year 1938 will, 1t realized, constitute t he maximum 
collections of record for excise taxes of this type. '!'he com­
parable record, however, does not extend back turther than the 
tiaoel year 1933 -- the first year 1n wh1oh t he increased number 
ot exci ses imposed by the Revenue Act of 1932 were tully reflected 
in the revenues. I n 1937, actual collections totaled $451 mil­
lions; and following t he 193g rise, a decrease to $~23 millions 
in t he fiscal year 1939 is at present predicted. 

Not all the separate excises are expected to contribute to 
the gain of collections in 193g. On the contrary, a larger yield 
principally from gasoline and from electrical energy is expected 
to offset numerous declines, most notable i .n passenger auto­
aob1les and parts and in toilet ,preparations. These varying 
es t11ll4tes reflect the dissimilar effects on various products of 
cyclical changes in bus1ness. Further shrinkage 1n oolleot1ona 
troo some ot the products Just named, and extension of the 
decl ine to collections from other products, accounts tor the 
downturn of aggregate receipts tor 1939. 

ltisoellaneous taxes. - The sharD increase displaYed by this 
group in the aggregate, from actual collections ot $79 millions 
i n 1937 to estimated collections of $127 millions in 193g and 
$145 millions 1n 1939 resu.lts trom the inclusi on in the two 
latter years of receipts from two new taxes. The more important 
ot these new taxes in point of size i s that on sugar, which is 
est imat ed to yield $44 millions i n 1938 and $66 millions in 1939, 
as OOJll!)ared with no yield 1n 1937. '!he other new source, the 
bi tuminous coal tax, is of minor i mportance in size yet serves 
to oounterbalanoe deoline of revenues from some other miscel­
l aneous taxes. 
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customs. - Arter tour consecutive :rears or reoover:r in 
customs col lections, extending rrom a low or 1251 millions in 
the fi scal year 1933 to a top of 14~6 millions in 1937, receipts 
trom this source appear 11kel:r to decrease rather markedl ;r, to 
$~15 milli ons in the fiscal :rear 1938 and 1390 millions in the 
fi scal yenr 1939· Decline of collections in 1938 is estimated 
tor moat of t he important commodities Which produce customs 
revenues, including agri cultur al products, vegetable oils, 
whiskey, wool, cotton manufacture a, metals, and aundrie a, because 
or diverse influences making for reduced imports, ror the fiscal 
year 1939, reduction 1n imports of commodities subject to t hese 
duties is not expected to be of suoh a general character, but 
small gnins 1n some directions may be counteracted by fUrther 
reduction in receipt s from agricultural imports, whiSkey, and 
sugar. 

!'isoello.neoua revenues and receitts. - unimportant changes 
aouear likely to take place 1n colleo ions from these sources in 
the fiscal :rears 193g and 1939. Small declines are, however, 
!ndicc.ted from total collections of 1210 millions in 1937 t o 
estimated f i gures of $207 millions in 1938 and $199 millions 
in 1939. 
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,.I NANCIAL COMMISSION 

h 4 PI!: RIAL J APANESI!: GOVI!:RN lo41!:NT 
IZO 8 "0AOWAY 

NEW YOitK, H.Y. 

Dee.aber 16, 1837 

llh lxctellenc7, H. llor&enthu. Jr. 
Seen~ ot the Treaaur:r 
r reuury Departaent. 
luhiJl.it.on, D. c. 

Your lxctellU.CJI 

It. waa a creat. pleuure that. I 
had the honor t.o b&ve eeu. Tour lxcellenc:J 7eet.ercla7 
i n feeb'nit.on. I b&ve eent. a c&blesraa t.o the 
Minht.ll' ot Fi.Dance t.o~ with reepectt. t.o the -t.t.er 
Your lxcellencty requeet.e4 yee~ &D4 I hope I 
ahall be able t.o ••• Tour lxcellency 1n a :tew 4aJe 
and explain the -t.ter. 

I aYail ~aelt o:t t.hia opportu.nU7 
to renew expreeeiona e:t ~ hlibeat. cona14arat.ion 
and eet.e••· 

H. tii&wa -
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!l.}t.Jr: 

feis: 

H.U.J r : 

F: 

a.U.Jr : 

... . . 

R.H.J r : 

F: 

H.li .Jr: 

F: 

R.!l.J r : 

F: 

B. :.! .Jr: 

F: 

R.U.Jr: 

F: 

B.M.Jr : 

Hello 

Henry 

Yes, Herbert. 

December 15, 1937. 
3117 P.K. 

Sorry to disturb you. Are you alone? 

Ah - well - ah - McReynolds i s here. 

Al.l right . It1 s about that 1727 from Cochran 
Which we sent over in one copy to you. It's a 
long cable in which Cochran has done the most 
disturbing thing to the Department thats happened 
in endless months. Have you had a chance to look 
at it? 

Is it the cable from Basle? 

That • s right - the second one. 

Well how does it end? 

I sent it to you With a little covering letter. 
It relates that on his own he discussed trade 
policy with sc~acht, Azzolini and the J ap. 

No , I haven' t seen t hat . 

Well the first thing we ' d ask ••• • ••• 

Now wait a minute - wait a minute - just hold on, 
will you - I ' ll - I ' ll ask Uiss - ab 

Al.l right , the first thing to ask i s please give 
it no distri bution - in the Tr easury. 

Well let me find out where it is. A let ter f rom 
you to me? 

A covering letter I si gned t o you, yes, feeling 
that ••. . . • 

Wait a minute • 
• 
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It was headed, •confidential for the Secretary of 
State", with one copy to go to the Secretary of 
the Treasury - thats the heading on it. 

Now I haven' t seen it but I want to tell you this . 
You know the Secretary or State instructed Cochran 
himself to talk trade treaties. 

Yes, but •••• • •• 

a.II .Jr : Did you lmow that? 

F: I - ah - we had that in mind but ......... . 

g,II ,Jr : That the Secretary or State personally ••••••• • 

F: He would have instructed him .1n general - told him 
in general. 

R. l4.Jr: Well I - I don ' t !mow what he said but Cochran told 
me that the Secretary of St ate said, "Now when you 
go to Basle, I wish you' d please also find out all 
you can about the Trade Treaty and do all you can" . 

F: That 1 s right. 

B.U.Jr : And Cochran said to me, "Is that all right with you?" 

F: Yes. 

B.Jl.Jr: And I said, nAnything that llr. Hull asks you to do 
i s all right with me" . 

136 

F: Wel l that was- that's the basis- on what I suspected 
to ba the basis of the slip - I didn ' t tbinlc be would 
ha~e done it ••••• • 

B.II.Jr: Now just a mi.nute. 

F: • • • •• without- yes . 

B,U,Jt·: (Conversation aside with Miss Chauncey) What ' s the 
number or t he cable? 

F: 1727. 

H.U.Jr: (Conversation aside with Miss Chauncey) 
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'It c11111e in one copy, 

(Conversation aside with Kiss Chaunc~) 

She' s going to tr:r to get it. So whatever-
I don ' t know what 1 s in it, see? But whatever 
is in it - I mean I' ll see that nobod;r reads it 
but m;rself - i f that's what you want. 

No, that ' s - that ' s not the primary thing -
that was just b;r wa:r of introduction. 

Oh. 

The- what's in it •• • •• • 

Yes • 

••.•. is the Secretary .•.•..• 

Hello 

•• • ••••. wanted Cochran .•...•.• 

Yes • 

•• •• • to do what every other diplomatic repre­
sentative in the f i eld •• ••••• 

Yes • 
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••••. is urged to do- preach the general program . 

Yes . 

Cochran went o~t, as you will see from this cable, 
and urged Schal!t who said he would 1mmediatel:r 
get an instruction to Deichtmann; • •••• •• 

Yes • 

• • •• • urged Azzolini who said he would immedi ately 
r eport to Mussolini ••• •• •• 

Yes. 

•••• and the Jap ••••.•• 

B.li.Jr: Yea. 
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•••••• to immediately begin trade negotiations. 
Now in each one of those three instances we've 
had a six months' diplomatic situation on. 
In the case of German7, we very definitely can not 
get into that until we ' ve got the Bri t i sh thing 
out of the way and have been exerting ourselves 
very much to that effect . 

Yes. 

In the case of Italy - to show you what he stepped 
i nto- .•.•.. 

Yes • 

• • • ••• we to-day are concluding a a modus vivendi •• •• • 

Yes • 

• •••• which we insisted on •• ••••• 

Yes. 

••• •••• w1 th a new trade arti cle • •• ••• 

Yes. 

•••••• in order to see whether they would carry 
out anything satisfactory befor e we1d enter 
into a trade agreement. 

Well just - just wait - will you hold the wire? 

Yes . 

Now I t m all alone . Go ahead. 

We - we choose to enter into a trade agreement 
with Italy saying we ' ll work on this modus vivendi 
with you. 

Yes. 
Then if under the terms of this modus vivendi, thi s 
new pro~ision that we•ve worked out works all right 
at some later time we•ll talk trade agreement .... . • 

Yes . 
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•••• ••• the difference being under the modus vivendi 
we just give them - continue most favored nation 
treatment . Under a trade agreement we'd cut rates 
and so on so we definitely told Mussolini we 
wouldn't enter into a trade agreement. He tells 
Azzolini who immediately sai d .he ' ll report to 
Mussolini that we wanted an immediate trade 
agreement . With the Japs , he steps into that 
situation and urge~ them. He - be picked the 
three worst possible situations. 

~>h-ha. 

Now - I agree with you. I think be considered 
himself as carrying out the Secretary's in­
structions although , even then, it's naive. 
Be certainly conceived himself as Economic 
Ambassador at large. If he mustn ' t have ••••• • • 

Yes, but listen, old man, I have sympathy, see, 
but he isn't -on this he ' s essentially not 
acti ng as my agent. 

Oh this i sn't complaint to you in the l east. 

Oh. 

Ah - gosh - ah - this i s r eport to you because we 
don't- I told Jimmy Dunn that I didn't think we 
should move in this matter w1 thout acqua1nt1ng 
you with what we plan to do . 

Well that •• ••• 

We ' re not asking the Treasury to do anything but 
on the other hand I didn't feel that we ought to 
move without - without acquainting you, do you see? 

Well that - that I appreciate because I mean if 
you're going to sort of call him down in the eyes 
of Schacht and the rest • •• ••• • 

That's - tba t ' s the whole thing. That 1 s why I '• 
calling you - exactly. I suggested that we 
shouldn' t move in this ~ without. ·· · ··· 
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But Mr. Hull realizes that this is - Cochran 1s 
acting under instructions from h1m and not from 
me . 

Well Mr. Hull - oh yes - Oh • • •• • • • 

But there ' s no misunderstanding there? 

Oh no - oh no. The only reason for the tel ephone 
call is to- it' s my idea because I felt- that ' s 
the only reason- there ' s no thought that he's 
acting under instructions from you or that he was 
acting as your man or anything of that sort 1n 
this. It was because I felt that any action we 
took would affect possibly Treasury relationship •• ••• 

Well -

. •• .. that I felt that before taking it we ought 
to acquaint rou with what was in prospect. 

Well as long as you have called me up ••• ••• 

Yes . 

• • • .• when you do decide what you•re going to do 
would you mind letting me know? 

I can even go further . 
indication now of what 
you want to hear it. 

Ah - just a second . 

I can give you an 
we•ll probably do - if 

Well if you don ' t , I can gi ve it to you later . 

(Conversation aside with Ulss Chauncey} 

Hello 
Yes. Do you want to hear what we •• •• •• • 

Pl ease. 
The present idea i s - we think we•ve got no 
choice, since he ' s st epped into the most 
troubl ous situation, except to ask him per­
sonally t o telephone Schacht and Azzol ini · ··· · · 

Yes. 

Regraded Unclassified



' 

F: 

B.U.Jr: 

F: 

F: 

H.M.Jr: 

F: 

B.U.Jr: 

F: 

R.M.Jr : 

F: 

B,M,J r : 

F: 

B.li.J r: 

F: 

B . W. Jr: 

F: 

R,U,Jr: 

F: 

- 7 -

••• • and say to them that they must realize 
that those are his personal suggestions; ••••• 

Yes. 

•••• ••• that he had no authority in putting 
them f<a"ward at all. In short, withdraw -
practically·withdraw the suggestions . 

\'/ell that's all right. 

The Japs we'll have to handle from our end. 

Well I can' t - I can't -I have no suggestions 
and no objections. 

Ri ght, well I just wanted to make sure. 

Well I appreciate ••••••• 

And I don't think we'll even give him a personal 
reprimand. 

I've got your letter. 

Yes . 

Was it marked, "Personal and Confidential"? 

I can' t tell you, Henry • 

But a:nyvrey I've got it and there 1 s only one 
copy and you don't want it circulated. 

That's right. 

Well it won't get out of ~ hands . 

Now ir there's any other action taken besides 
the one I tm discussing, I 111 let you know. 

Thank you very much. 

Right. 
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DEPARTMENT OF' STATE 
WASHINGTON 

Jty dear llr . Seer etary: 

I am enclosing for your confidential informati on 

a copy of a telegr&& (pertially pa.raphraeed) froa 

Jtr. Cochran, dated Deceaber 1•, in which he giTes the 

substance of certain oonTereationo which be bad with 

central banking contacts, princ ipally on t rade eattere. 

Enclosure: 

Sincerely your •, 
~~~ 

l o . 1727 troa 
Parte, Dec-ber 14. 

The Honorable 

Henry Korgentbau, Jr., 

Secr etary of the Treasury. 
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PARAFBRABI OJ' !ELmiWI RJ:OII'nD 

FROM: J.•r1can •baaay, Par1e, Prance 

DJ.TI: Deo•ber 1~, 193'7, 11 a.a. 

Jo., 1121 

.. 144 

STRICTLY CONFIDIWTIJ.L FOR TRI SIORJ:TJ.RY OF STJ.TI J.ND 

FOR COPY TO THE SJ:CRJ:T.lRY OF THI 'l'RJ:J.SURT FROM COCHIWI. 

I aublll1t the tollowi~~& talagrea, eepara.te tr011 the 

telegram lfo. 1728, since aBTeral of .,. convereatione at 

Basel touched more upon trade than finance and lllight there­

tore be of acae primary i nterest in t h e Department of State. 

There is general feeling a mong ay central banking 

contaota that gold loans or credits or revolving funds t o 

a aeist central banks in reestablishing theirrespeotiva 

currenoiaa on stable baaaa are not in themselves auttioient; 

they feel that these meaauree should only be used as 

auxiliary measures, an4 only where neces sary. The •in 

requirement is ao to JD!Iftaga t he country' e diapoeal of ita 

goode and services t hat it gains toreip axchaage and ao 

to •nags ita internal econcay that auoh exchange .ay be 

safely held an4 pr ofitably employed. Fultillaant of thaee 

requi rements aoooapliahed, there ie hope tor a .table ourraaoy 

and an econ011y which is nearer normal. My friends, while 

appreciative of all of the many other benetite, look upon 

lowering of trade barrica as being directly helpful ill 

effecting the aoat normal and lasting distribution of the 

gold stocks of the wowld, which 1a a prerequisite to currency 

at&billsatioa 
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atabilisaUon on a general internatioD&l aoale, ShoUld. 

t here be brought &bout a more general distribution of gold 

stocks, this would eliminate dis&graeaanta of aterilhation 

and should render the present gold price aore aecure. 

In addition the r eturn to a world monetary s tandard would 

be made mor e certain, and at the same tiae the rise i n world 

commodity prices woUld be aade aore bearable. Thie rise 

1a eventually expected i n view of the extens ive currency 

deprec1.at1on. 

It trade is to be used by American policy as an in­

strument of peace, 1 t would seem logical to attempt to 

carry this policy to the warl ike . Therefore I bad separate 

talks, quite confidentially a nd without any pretense of 

authority, with t he Reichsbank 1 s President Schacht, the 

Bank of Italy' s Governor Azzolini , and the Bank of Japan's 

European representative, Yanagita, I t old these repre­

aentathee of cur announced ooauaer c ial agyeement negotiations 

wi t h Great Br itain and Czechoslovakia, and explained 

our plan of general i zation of conceeeione under a moat­

favored- nation pol icy, One poi nt I brought out wae thAt 

many ot Oaechoslovakia'a and Great Britain's exporta to 

the United States were -.nutaotured in Japan, Germany aDd. 

Italy, too, and emphasized the eoonoaio advantages t o t hea 

of profiting troa privileges aiailar to those which .ar be 

granted 
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gT&D'Ud to Great Br1 ta1D aD4 Oaeoboslcwak1a. 

I told these repreaentau-,es 'lihat oppoa1UOil t o 
certain 

these two trade agreements was expected froa/Aaerioan 

l 46 

industrial interests, and a.en •entured personally to 

wonder whether, in Yi .. of this opposition and taking 

i nto consideration Aaerioan business deol1ne, increased 

une~~plqy.ent and tbe rise in oost of 11Y1ng in tbe United 
~ 

States, 1t migbt not be that atroq prueure would da.elop 

to i nfiuenoe the Go•er-ent not to generalise these new 

concessione to countr~ea whioh eo far h&Ye shown no con­

vincing desire or capacity to negotiate agreements with 

the United states, suoh countries , it occurred to ae, 

would improYe their chances b'l' establiahing their eli­

gibi lity through negotiations entered into before the 

.lnglo-Aaerican agreBIIIent is cone-ted. 

I was told by SChacht that he understood the outlook 

for a treaty was Yiewed with alteptioiea in London. I told 

Schacht that it was only after aonths of study that the 

reoent announoeaent was •de by the United States and Great 

Britain, and that unless the responsible authorities were 

reasonably sure of a faYorable i .. ue they would not ha•e 

aade the announo•ct. Sohaoht and I had a loag tallt, and 

at the end he .. id that altho~ he is no lonser Minister 

of EoonOilios, he will take it upon lliaself to see that 

Dieolthoft 
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Dieokhoff a• oaoe loote 1n•o •he •Uer of regul&risilll 

the poaitioa of Gera&Jl7 looting •award poeeible nego,ia•ioaa 

for an agre•en•. 

There ie a keen deeire on the part of Aaaolilli to aake 

••ery effor• •o extend the •rade of Italy eince there ie 

nal cauee for concel'll about the preaent foreign exohante 

situation aa well ae the treasury poai,1on of Italy. 

Azzolin1 had not before our talk ooneulted with Guarneri 

and d1Agoatill1 to ascertain the present atatus of the 

Italo-American trade relatione with wbich they, and not 

Azzolin1, are concerned. Howner, Auolini told •• that 

upon hie return trom Basel •o Rome he would go directly to 

Kussolin1 and urge an approach to the AMrioan GoYernaen•. 

The exchanie control of Italy be ineieted was sufficiently 

flexible to be fitted in with a trade agreement . He said 

it wae in fact being used partially as a means for 

negotiating ooaaarcial aocorda. 

The Japaneee repr .. entathe, Tanagt•a, t hougtlt that 

an end to the Japanee.-Ohi neee affair waa rapidly drawtna 

near. The capture of Ianting he thol18ht would bring 'be 

J apanese moYe t o - a pauee and there would be tille for 

reflection on the paxt of both the Japaneae and the Chin•••· 

Yanagita expreaee4 regret that t he need for coneBrYilll 

the 
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tile gold and foreign exchange ruouro .. of Ja~ for 

military purpoaee bad made neoeaaary tile imposition of 

certain restrictions on import a into Japan. Y&Dagl. ta 

reminded me tbat the United States and Japan were natural 

!riende and traders, and eXPressed the hope that •ery soon 

a mO'Ie lllight be .ade to impro.e relatione between Japan 

nnd the United States eo that noraal co .. erce could be 

restored and expanded. He hoped that the United Statee 

would oont1uue to graDt Japan moet-fa•ored-nation .treat111ent. 

He aade the recommendation that the United States consider 

some aort of credit or deferred payaent for Japanese 

importers fr0111 the United States, the amount of ~apanese 

exceue of imports oYer export& being OO'Iered approxiaately 

by such credits or deferred payaente. In 1936 he e&id 

tbere wae an import excess of alaoet 300 million yen, 

for Japanese export a to the United States were 650 million 

yen and Japanese importe trom the United States were 953 

million yen. 
opinion 

The/~ wae expreueed by lorman that the negotiationa 

ot the United States with hie country would be drawn out 

over several •on the, but that eventually, and in api te of 

object ions of Britieh manufacturers and aupportere of the 

policy of Illperial preference, an agre•ent of fair eoope 

would be ooneu..ate4. 
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Laat week Iiaaerer had a talk at Genera with Leith­
Ross and !oua4 the latter quite optiaietic aa to the out­
coa e o! t he negotiation&. 

The BIB economiat Jaoobaeon bali&Tea t hat the United 
States and Great Britain will negotiate a good agreemeot. 
Be i s in!luencecl 1D hia op1Dion br the !aot t hat Ohaaber­
l ain , knOWD to be a atr ong advocate o! &lllpire poU cr , ie 
(om1 ee1on) it. Chamberlain occupies a strategic pos1 Uon 
and a great deal o! prestige at preaent, and he 1o 'trusted 
in f i nancial and bus1nesa a!!ai re. One good argument which 
be can use i a the f aoi t hat one o! t he original purpoaea 
o! the pr esent cust oa s dut i es o! Great Britai n was t o 
provide a bargai ning weapon ! or tart!! and trade negotia­
t iona , and that 1 t i s l ogioal that reduction a in t hese 
dutiea be aade now i n their negotiati ons with a l arge and 
fri endly ouatoaer. 

With the consuamat i on o! a t rade agreement between 
the Un1 ted States and Great Britain, t he l a tter i s therebr 
i n a good posit ion t o serve notioe on her ooloniee that 
when ourrent ~eemeote with th• e:r:pire, ( oa1aa1on) 
agreementa Will be e:r:peoted. 

The SWediab Oeotral Bank GoYernor aaid he "' hiplr 
plaaaed at t he working o! the t rade agreeaent whi ch we bave 

wUil 
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with his country. Be rela'loed to ae the uperiace of a 

large SWedish -.nu.!ao'lourer of electric elevators as an 

illustration of liberal trade policy benefi'los. This par­

ticular fir. bad not -de IIIUCh improve.en'l; in i h product 

during the tbir'loy years that the Swe4hh •rlte'l; was closed 

to imports of elevators. It was not able to expor'l; any 
the 

elevators. With the opening of the market to/foreign 

produo'lo, the oonoern had 'l;o i~rove 11oe elevator• and 

lower the price on tb•• The firm waa ao suooesaful that 

now it bas overcome all foreign competition on the Swediab 

market and is exporting 40 percent of ita production. 

~ member of the BIS economic staff, Conolly, is just 

completing a oomprehenai ve and authori taU ve memorandum on 

internaUonal trade financing. Very eoon I Will be able 

to make this available to you. I u quoUng in the aean-

tiae pertinent exoerp'los trom the introduo'loion and concluaion -

but it must be remembered that this ie only a firet draf'l; 

and there ehould be no publioUy on any of U: 

BOLLin'. 

DID 8E01'IOI8 OR TO 8II, UICLUSIV •• 

El:Ln 
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Stcrttnry of StatE, 

Wnsbington . 

GRAY 

Paris 

DatEd DEcembEr 14, 1937 

REc'd 2:30 p. m. 

1727 , DECEmbEr 14, 11 a . m. {SECTION SEVEN) . 

Introductic~n. "It i s not gEnErnlly rEalizEd bow 

profoundly thE finnncing cf int trnnt i onnl tradE was 

dislocntEd during thE world crisis and hew much ground 

still remains to bt regainEd. I t is wtll known that a t 

151 

its wcrs t thE vc•luntE of world t~·c.dt dtclinEd by ont:­

quc.rttr from thE 1939 lEVEl and its gold vnluE fEll by 

two-thirds ; but thE crEdits currEntly outstnnding ~n 

~cc~unt <f f~rEign t rc.dt wErE contractEd by c.n EVEn grtatEr 

EXtEnt : n l~wEr valuE cf tradE naturally nEEdEd a 

smallEr volumE cf financing but in fact crEdits wErE 

grnnt Ed for smnllEr and shortEr pEriods s ~ that tctal 

crEdits outstanding f Ell ccnsi dErnbly mt rE in 

cr cporti<n than tradE itsElf. Sc far did this g: that 

ever a wid£ a rE:;, tradE ntrmnlrly ocnduottd en crEdit 

trrms YI".S rEdUcEd t c a cash basis , thE fEW "crEdits" 

rEIDllining bEing thE proCEEds l'f EXp<.rts blockEd in th£ 

rECEiving c t untry. Tht positi< n was furthEr distortEd 
by 
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- 2- #1727, DECEmbEr 141 11 n .m . ( S~TION SEVEN} fr~m Paris . 

by thE r.ot that 1n s~mE o~s Es thE c~untr1Es usually in 

rEcEipt (Jf trndE crEdits ·. n b::lanoe bEecunE thE unwilling 

crEdit~rs. ThE .rEns~n this quEsti< n has attractEd s~ 

littlE nttEnti0n whilE thE Evil EffEcts cf qut tns rund 

t tbEr t bstnclES t L trQdE havE bEEn tmohns1zEd 1 may bE 

p~tly ExplainEd by thE: c t mplul:1:y-4 t-thE subjEct and 

pQrtly by itS cbscurity, thE f~ots bEing largEly unknown. 

BULL IT'! 
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SECrEtary of StatE1 

Washington. 

GRAY 

Paris 

DatEd DEctmbEr 141 1937 

R~rc 1 d 3: 15 p. m. 

17271 DECEmbEr 141 11 a , m, (SBCTION BIGHT) , 

Conclusion, To summarizE thE conclusions rEachEd: 

tradE financing has fallEn morE SEVErEly in cEntral 

153 

and southEastErn EuropE th3.n thE dEclinE in tradE itsElf' , 

WEstErn countriEs havE put prEssurE on GErmany, first 

for thE rEpaymEnt of s t andstill and latEr of clEaring 

deb t s , GErmany hds probably rEducEd thE volumE of thE 

crt dits she grants to importErs in ctntral and south­

EastErn EuropE although thErE must s till bE a largE 

volumE of such crEdits outstanding. ThE prr.ssurE on 

GErM3ny hns mEant howEVEr that t o a largE EXtEnt hEr 

imports frcm agricultural countriEs normally paid cash 

hav£ bEEn dElayEd by thE accumulation of dEbts on thE 

clEaring accounts , ThE countri ES around GErmany havE 

strivEn to Export ovErSEa s to obtain frEE dEvi sEn, For 

thEsE countriEs t hErE a rE two balancEs of paymEnts , that 

in blockEd currEnciES and that in frEE dEvisEn, To pay 

dEb t sErvicE and purchasE cErtain ESsEntials such as 

rubbEr end othEr raw matErials coming from ovErsEas 

t br.y muct strivE t o havE a surplus on thE frEE dEviSED 

account 
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- 2- 91727, DEc~b~r 14, 11 a . m. (SECTION EIGHT) from Parl e. 

account whatEVEr hnp~Ens to th~ blockEd account. Dr. 

Enalia, a t thF. annual gt nEral mEEting of t hE National 

Bank <•f CzEChoslovakia 11" FEbruary 1>137 drEw attEntion 

to this fact: ' Thus wE havE in fact two forEign markEt 

s~hErE~ , tw~ tradE balancEs and, two balancEs of paymEnts• . 

BULL ITT 

KLP :CSB 

• 
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Out of thE favorablE balancE with thE clEaring countriEs 

wE cannot pay off t hE advErsE balancE with thE f rEE mar­

kEt countriEs , and EvEn if WE had a considErablE favor­

ablE balancE against thE clEaring countriEs our r EsErvEs 

of ExchangE and gol d would dEclinE so that as our bal­

ancE vis -a-vis thE f rEE markEts was advtrs£ 11
• 

This probltm has rtctntly comE t o th£ fort in th£ 

discussions of thE raw mattrials committEE of thE LEaguE 

of i'ations and ctrtain plans such as that of MonsiEur 

I omtch1loff hnvE bEEn bro~ght forward in an Effort to 

fac1l itatE thE i mport of r aw matErials by such a country 

ea Bulgaria. But this is only on£ aspEct of a l argEr 

problE"'• ThE solution of thin problEm for thE countriEs 

norm~lly dtpEndine on OErm~ny for thE building up thEir 

forEign tradE cannot bE solvtd without tackling thE cor£ 

of thE problEm which is found in thE Otrman forEign 

Exchcngt rtstr1ct1ons . 

It has 
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It r.ns llO oftEn bEEn rtoommtndtd that fortign Ex­

chang£ rEstrictions should bE abandonEd but it is vEry 

nEcEssary to draw thE distinction bEtWEEn rEstriotione 

on thE itEms 1n thE currEnt balancE of paymEnts and 

r~strictions on capital movEmEnts . REstrictions on 

capital movEmEnts cannot bE rEmovEd without a brEakdown 

and any approach along this lin£ SEEms doomEd to failurE 

until thEre has bEEn a furthEr chang£ of sEnt1mtnt . 

rorc prncticablE would bE an attcmpt to trEE thE currEnt 

itEms in thE GErman balancE of paymEnts and if a solution 

to this problEm wErE f ound it would solvE at t hE samE 

timE most of thE currEncy problEms of cEntral and south­

EastErn EuropE . ThE nEcEssary stEps appEar to mE a 

dEvaluation of thE rEichsmark to such a lEVEl that thE 

prEsEnt Export subsidiEs could bE abolishEd. 

BULL ITT 

CSB 
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At thE sam£ timE thE registered mark would havE 

to be abolishEd and tourist expEnditurE at prEsent 

Ear markEd against standst i ll agrEEmEnts should accruE 

to Germany . This togEthEr with thE incrEasEd product 

of shipping frEights and othEr servicEs should allow 
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thE frEEing of forEign tradE from prEsEnt restrictions 

nnd incrEasE thE possibilitiES of tradE crEdits to 

GE~any frEEly grantEd and thE rEsumption of GErman 

long tErm debt servicE at first on a rEducEd lEvEl whilE 

negotiations wErE undErtakEn f or final settlEmEnts . 

As rEgards thE possibi l i ty of incrEaSEd tradE 

crEdits to GErmany thErE sEEms to bE two approaches . 

In thE first placE a rEnEwEd study of thE tradE crEdits 

g~antEd through thE gold diooount bank in 1924 and 1925 

oho~ld bE mad• . Secondly, tradE crEdits wErE granted 

to Russia from 1922 onwards ruching in 1930 thE equiva­

lEnt of somE pounds 100, 000, 000 that is roughly Equal 

to a wholE yEar's imports . On thESE crEdits no lossEs 

WErE 
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WErE l1't\tlE . 

CrEdits WErE first ExtEndEd by English and AmErican 

banks to Russia in 1922 sEcurEd on forEign currEncy 

nctually dEpositEd or goods alrEady in warEhousEs outsidE 

?.uss1a . ThEsE crEdits wErE usually unconfirmEd and 

rEvokEd and 1n addition thE accEptan~COIIIDi.:l.§.icm was 

thrEE or four timEs thE normal. In thE autumn of 1925 

t hE crEdit grantEd by GErman banks for thE financing of 

~oviEt purchasEs in GErmany bEgan to b£ significant , 

BliLLITT 

' .'C : HF:;) 
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1727 , DEctl!lbtr 14 , 11 a , m, (SECTION ElEVEN) 

As timE went on the: granting of crtdits to thE 

U .~ . S .R , btcamE mort libtral as to amount and sEcur-

ity , At first the credits, as already mentionEd, had 

to be covtrEd 100 percent by fortign ExchangE deposits 

and goods wnrrhous F"d abroad, but gradually thE forEign 

cxchnngE dEposit requirEd was rEducEd to 50 percEnt 

and the credit was grantEd against advicE that goods 
(for?) 

wert rEady from dEspatch or wert warehousEd in -
Russia , CrEdits granted with regard to Russian imports 

havE in many casts carriEd Government guarantees and 

it is not suggEstEd that such Exceptional measures 

should bt taken with rEgard to nEw credits to Germany, 

There appears to bE much greater possibility from 

financing German exports whErE thE importer i .e, thE 

final dEbtor is to bE found under the same jurisdiction 

as the accepting bank, than there 1s for thE financing 

of German imports . LatEr, if it is found that such a 

schtmE could work, credits could be extendEd with re-

gard to 
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gard to trade betwEEn two countriEs , nEithEr of which 

could afford to givE credit to thE othEr . ThE EXpEr­

iEncE of AmErican accEptors rECEntly rEViEWEd 1n a 

report by thE FEdEral REsErvE CommittEe on accEptancE 

practicE is worth study in this connection. 

BULLITT 

sr s :NPL 
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ThE importancE of forEign trade has bEEn EmphasizEd 

rEpEat Edly in recent years, not only far the countriEs 

mEntl.on cd in this paper but also for England and the 

united StatEs of America, Et cetera. Professor Bohler 

has emphasizEd that there appears to be a ' permanent 

optimum relation between a country' s national production 

and its foreign tradcJ and t hErE is little doubt that thE 

vol ume of forEign trade at the present tim£ is far bElow 

t hat opt imum for most countriES . It is true that with 

th£ gr owi ng industrialization or many agricultural countries 

foreign trade 1n consumption goods c . g. textiles, leathEr 

and rubbEr goods , ct cetera, tends to bcc~mc relatively 

1£88 important but it is preci sElY in that sphEre ot 

production i . e. in raw materiels and in capital goods 

whtrE ort~it terms arc most ncotssary , that thE futurE 

a:apansi on ot world tradE seemed to 11£ . American cxrort 

trndt tor txnmplc beforE thE war amounted to around 46 

PErOirnt Of industrial 3Em-manufo.cturtd t'1n1Shtd goods 
3nd 
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and t his percEntagE incrEasEd to 60 in thE pEriod 1926 

to 1930 end to 73 in 1937. This EXPEriEncE is similar 

162 

to that of thE othEr industrial oountries . If more trade 

financing is nEcesso.ry it appro.rs probablE abo thAt with 

thE EmErgEncE from dEprEssion thE bo.nka must also tnla: 

o. lu»gEr shnrr . ThE EXOEssivr liquidity of mony companiEs 

which hno E!UlblEd foreign tradE still to br fiancrd to oom£ 

drgr££ without much hElp from thE banks wns itsElf o. 

product of the dEprEssion. As pricEs risE liquidity ot 

thE ~reducing compsnira io rEdUCEd and bank credit broomes 

morE: nrorooory both intErna tional and i ntErna l . 

BULLITT 

SUS :NPL 
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Nothing can comE without con£idEncE and con£idEncE 

must return naturally as thE rEsult of conditions dEsErv­

ing confidEncE--it cannot bE manufacturEd but with con­

fidEncE thErE is a largE margin to bE madE up of normal 

foreign tradE financing . FEars of n rEturn to thE ExaggEr­

atEd trndt credits of the years 1928 to 1930 a rc not 

appropriate until a much greatEr Expansion has taken 

plnct from th< presEnt vEry low lEVEls. 
(that?) 

In conclusion it may bE mEntionEd and thE Estimates 

of t ht balancE of paymEnts of Germany madE by thE Institute 

Furkonjou Turr Orschun3 show in 1924 an• incrEase in thE 

credits givEn to GErman Exporters by some rm 1,250, 000,000 

(that is the incrEaSE durin~ thnt yEar was greater t han 

tht prtstnt total of standstill crEdits outstanding) . An 

official s•ntcmcnt covEri ng thESE EstimatEs said that : 

" 1nlnncE of paymmts in 1924 and 1925 is thE outcomE of the 

mtrBinG of German Economic lifE into that of thE world 

followi"G on thE sta~ilization of thE rt1chsmark." 

(EIID OF !-ESSAOC) . 
.'3ULLITT 

S!..S NPL 
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December 15, 19}7 

To: '!'he Secreta17 

Fron: llr. ~11 

1. Propoaed meeaage on oYerlapping taxea 

I spoke to lleesra. Doucbton and V1noon this aornl~~g regard1J>& 
the pouib1li ty of t he President 1ncludi~~g in hie aeaoace a pr opooal 
to designate an 1apart1al co...Uasion to otud,y and report upon onr­
l appin;:: a t a te and J'ederal taxeo and aeano of curing t he preeent si tua~ 

tion. »oth men felt that it wae an excellent idea and would be well 

roceived. llr. Vineon opoke of the report on the aubjact by the Joint 

Coaod ttee on I nternal Revenue Taxation i n 1932; but fel t that a new 
report by an outsi de group now would be uaeful. 

I dhcuooed the propooal latar with Senator Barr loon. He ea1d 
he personally approved the idea and would support it but that he 
would l i ke t o get the aentiment of a few other membere of the Senate 
oince he had oome doubto ao t o whether thio wae the beot time for the 

President to lllllke the recommendation. He later called me to eay that 
t he eentiment in the Senate waa that it would be well for the Preoident 

i n his ••••a&• to call attention to the onrlappin& of otate and Jederal 
taxe•; that the Joi.nt Co~ittee had reported on ~~~ oubJect in 19}2; 
and that there ohould be a new atud,y by t he Joint Co111101ttee at thio 
time . I told him that t he difficulty with that p ropooal wae that the 
states would feel that the report wao bei~~g prepared by a group which 
represented only t he Jederal Oonrnment and asked whether 1t would not 

be aore aathfactory to designate a co-iuion which would be impartial 

or would con tain repreoentatiYea fro,. both the etate and 7edaral Oonrn­
aente . The Senator , howenr , adhered to his original position, that 
the stud,y ought to be llade b)' the Joint Co...Uttee and that a propooal 
ot thia character in the Preeident'• meoaege would tend to promote 
good feeling in Congrees. He eaid prompt action could be obtained on 
hh propoeal and the Joint Coaml ttee could go to work as ooon as the 

tax bill ia out of the waf• 

lor ay part I do not think the Senator ' • propoaal aeeta the alt.,.. 

tlon ao well 111 the Preeident ' • euggootion. We will got one aore re­

port but the l i kelihood of faYOrable action on it by the otatea be­

cones more remote. 
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2. 'l'ax rertdoa - d!!!!llflcatloa of coar\ proce4ure 

llr. Ollpbaa\ tatorae M \hat ta hie ooatereace with \he .l\\orae¥ 
General thil atteraooa U b_. clear \hat the .l\\orae7 Oeaeral 414 
not o&r•• to the '1'rea11U7 propoeal tor a elQCle 1104e of ~q~pllll 1a tax 
catU• If the fre&IV7 propolal h to be 11Ubm1 t\14 to the Co-lt tee 
11r. Oliphant beli .... ee that the inue between the '1're&IV7 - the 
Department of Juettce on thie wbJect will han to be preeeate4 to 
the Preddent for hie 4ech1oa. I ha·,.. 411cueoed the tr.a11U7 pro­
pooale 1ntorull7 w1 th llr. Vineon an4 he baa upre11ed the tentathe 
concluaton that thia h not a coo4 tiM to brill& up propoeala attectliiC 
the JurildicUon of 714eral court., i n Yin of oo~eulonal a..,rhe 
of the court fl&bt laat apriiiC• I abould lllat to dtaeuu the ettua.­
Uon 11th 7011 further, dnce our propoeal 11 1D WI Judpent an lapor­
t&Dt an4 dellrabll one. 117 own pr11ent reaction 11 that "' ba4 better 
let the reco-ndaUon co o•er for thia 71al', aucb u I resret 4oliiC eo. 
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GROUP ~EETING December 16, 1937 
9:30 a .m. 

Present: 

8 . 'J .Jr: 

'Jag ill : 

H. >l . Jr : 

~Jag ill : 

d. ili . Jr : 

l!agill: 

Gaston: 

'lag ill : 

H.l4.Jr : 

llc.gill : 

H. r.t . Jr : 

.!ag1ll : 

H. l.t. Jr: 

!Jr. 
ilr . 
Mr . 
llr. 
l.!r. 
:Jr. 
14r. 
Mr . 

Wag ill 
Taylor 
Oliphant 
Gas t on 
Hvas 
Lochhead 
Upham 
McReynolds 

Wr . Uagill, I'd like to try something new. Here's 
a man by the name of Robertson comes out and says 
•60~ Levy Boost of Wes tinghouse Enough to Pay 
6, 500 People Wages,• see? I 1d like to get out the 
Westinghouse tax r e turn. 

I a nticipated you by twelve hours . They're out in 
the field now . 

How could you anticipa te t wel ve hours? 

It was on the ticker . 

I think we might answer them. 

I t hink you might t oo . 

I was thinking yest erday when I s aw t ha t , that you 
don't even have to go to the t ax returns; use some 
f igures on the i ncrease of their profits in business . 

Oey said their r e turns are under examinati on in the 
f ield . I sa id anyway to telegraph out and get gross 
and net income a nd Federal t axes . 

Well, let's get their s t ate t axes too. 

lr'ell , t hey wouldn't have an estate, you see . 

They pay sta te t axes • 

Oh, t he sta te. 

The s t ate and city. ~estinghouse. I mean just the 
way Fortune :.lagazine t ook it. And you'd find out the 
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Gt.ston: 

H. 'L Jr: 

Gaston: 

H. :l . Jr: 

l:! . :.! . Jr: 

oiagill: 

H .~.Jr: 
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proportion of non-Federal taxes each fellow pays 
is so much greater tnan • •• 

~uestion of tneir net profits before t ax in the year 
when they were paying six thousand dollars, and net 
profits after they paid the taxes when they paid 
sixteen . 

The year after. I think we may make a public 
statement . 

I'd like to . Try to get it this morning if we con. 

Fine. 

Where is Gibbons? You (Gaston) give h1m that 
(clipping from Wash. Post of 12- 16 - "Bootleg 
Fleet Held Supplying Lottery Tickets•) . 

I've got an invitation to go 
Harvard-Princeton Conference 
I did it last year, Herbert. 
that ' s enough? 

Oh, I should think so . 

What? 

up to the Yale­
on P~blic Affairs . 

Don't you think 

I think so. I don't believe there is any r eason 
why you should burden yourself with it unless you 
particularly want to . 

(To r eporter) Give this to ~iss Chauncey and ask 
her to write a polite letter of r egret . 

What else? 

Nothing . We ' re working on that matter of yesterday 
afternoon. 

Oh. Can I have something? 

We ' ll have something. 

I don't know whether the President will see us, but 
I a sked him to s ee us at two o 1 clock today on that. 
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(To Oliphant) I refuse to put ~ name to an 
estimate for business for the next 18 months • 

. I won ' t do it,- especially in view of the fact 
that the October 19 estimate is now off 330 
million dollars . 

You might start working, Herbert - go back to 
1930, will you, this morning, please - this is 
important; I want you in on that at 11 o'clock -
and t oke every budget message beginning with 
1931 t nd see what it was and see how f ar off tney 
were • 

lie got that back to 1927. 

Have you? Who ' s got it? Going to bring it in? 

George Haas got it together . 

Yes , yes. I ' ll give it to Herbert . 

Let Gas t on sit in, because this is 90 percent a 
matter of how it's going to be presented . What ' s 
it look like? 
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Oh, the largest error was 48 percent. And since 
you•ve been in the Trea sury - that's the best sector 
of the curve, isn' t it, Ros? Since you 1ve been in 
the Treasury - your error has been the smallest. 

Well 

~uch sma ller t han the average . I mean taking the 
best part of the other curve. 

Let me just take a minute . I don't lmow of anything 
of more importance. I want Herbert Gaston to get 
this, because it's l argely a matter of presenting it. 
!/hen the t hing gets down the way it is now, nobody 
can estimate it . We have had three estimates and 
they're all wrong; and going back to last January, 
they ' re of f a billion dol~ars . 

Now, Danny Bell, of course , went right up through 
the ceiling - "This is going to break the budget" 
and all that . \?ell, there's nothing that will break 
the budget ~uicker than fur the Secretary of t he 
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Treasury to hand the President a wrong estimate. · 
And there is no business man who ' s got the faintest 
Judgment that ' s going to s ay what his business is 
going to be the first six months of '39 . And I 
claim that, if properl y presented, the business man 
will say, "Morgenthau has got horse sense. Of course 
he isn' t going to ex t end himself and say what business 
is going to be the first six months of ' 39 . It ' s 
ridiculous . " And then tha t stuff - 1t will be the 
President r a ther t han me, unless the President uses 
a letter which I give him, and I'm wi lling to stick 
m.y neck out . 

J•nd if he does it the regul&r wa,y 1 how can enybody 
tell? "The Pr esi dent o f the United States can tell 
us what business is going to be the first s ix months . 
uell, ne 1 s " crystal gazer ." 

•lhat we're proposing to do, unless there i s something 
else 1 is to give them the es timates of expenditures 
und let them cnew on t ha t for three months , see, and 
then a fter we get t he tax r eturns, the boys s ay tha t 
the first week in April t hey can g ive a 50 percent 
better est imat e , and let the estima te for revenues 
go up in April , see? 

Further more - I thought this over - I think it ' s a 
.vonderful weapon for the President to hold over 
tneir heads, because ne isn't going to s ay until 
April now much revenue hers going to demand. He 
can keep cracking that whip all tha t time . "Now, 
you do this Agriculture - all right, I'm just going 
t o add tha t to my t ax bill, tha t ' s al l . " I slept on 
it; I thlnk it •s a s1rell i dea . The Bureau of the 
Budget sends up ~:.n e s t1mate of wha t things should 
cos t. That ' s wha t the President does . Be ' s gi ven 
them an esti .mate . On the r evenue - he doesn ' t say 
th i s publicl y , but privately - "Well, gentlemen, 
I ' ll wait until I s ee how you behave . I ' ll send 
up my r evenue estimates i n April, when you pass 
these various bills ••.•. Oh, I ' ll si gn th i s; I ' ll 
sign the agricult ural bill, but I 1m just going to add 
tha t much t o t axes ." 

I think it ' s a swell thing. As a matter of f sct1 
more I think, t he more I like it. Do you (Uphe.mJ 
get what I mean? 

the 
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Yes. 

I mean supposing they say, "Well, the President bas 
got from now until April to estimate what revenues 
he ' s going t o need," and if they think that ' s going 
to hang over them) I think it ' s going to dampen their 
feeling for spending money . I think it ' s a sensible 
way to do it. 

I wonder if there isn' t something in the statute to 
forbid that . 

There i s . 

Want to change that . 

We're required to submit in January an estimate of 
the revenues end expend! tures. 

That's why I want t o see him . And who 's doing that 
for you? 

•lell, tha t's easy . It 1 s right there in the book. 

~<11 rignt . We can get a resolution through. 

At t his session - special session? 

Yes . 

Of course, lt ~ill be a wholly novel procedure . 
The custom has been in times of declining revenue 
for them to make an optimistic guess, snd in times 
of rising revenue they make a conservative guess . 

Do you get what I 1m after? 

I get what you mean, yes . 

And if this thing is wrepped up in 11 nice way - "Well, 
Roosevelt and Morgenthou - both of them have got their 
feet on the ground ." 

I'd like to take a look at that statute . 
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All right. 

See whether or not it reQuires the impossible . 

•'Htat? 

I'd like to see whether or not it requires the 
impossible . 
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o'lell, it's got this kind of a loophole; it provides 
that you shall g ive estimates in summary and in 
detail of receipts and expenditures for the exist­
ing fi scal year and the ensuing fiscal year . 

:{ . .J . Jr:- ~ll,,:that ' s the purpose of a 9:30 conference, to 
keep each other informed. 

G1.ston: 

H. "J . Jr: 

Gaston: 

H .~.Jr: 

Olipmmt: 

!i . ll.Jr: 

Oliphant: 

H . ..! .Jr: 

Olipnant: 

Uphum: 

I suppose there's nothing in the law to prohibit 
your sending up your formal estimat es , just exactly 
the revenue that we are anticipa ting for this year, 
a nd saying in the t ext of the message , 11?/e don ' t 
believe this; we don ' t know whether this is ~bove 
or below; but the l aw requires us to make some kind 
of an estimate, so we ' re putting these figures down. 
Yle ' ll supplement them later ." 

That loses the •11hole thing . flo, we either - no, 
I don ' t want to do th&t . That, I think, i s terrible. 

••ell , I was t hinking about the ret<ui rements of the 
law . 

:/ell, you can get tnrough r. resolution. 

Xou mean to change that rule? 

Yes . 

(Nods negatively) 

•lhat • s the matter with tha t ? Why can' t the President 
get a r esolution through? 

LXCusing him from making the estimates , you mean? 

Postponing i t. 
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Postponing it. 

I think one chance in a thousand of getting it 
through. Political r easons. That i s , they ' d see 
the very thing t hat you point out. . . . 
Well, anyway , take a look a t it. You ' r e invited 
her e for 11 o ' clock. And you (Gaston) . 

I ' m s till a l ittle doubtful • ••• 

What? 

I •m sti ll a little doubtful of the idea . 

I say it ' s 90 percent . 
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,/ell , I •ll tell you this, Herbert. I will not send 
in 6n estimate, so I have - so it i sn' t a question 
or whether you 're doubtful. I posi t ively r efuse to 
send in an e s t imate, so what I told these fellows -
they could work from tha t basis and use t heir " bean"; 
and I s ay ther e ' s enough brains in the Treasury to 
do i t. Because I have positively - I will not send 
in an esti mate . So it isn' t a questi on, will I or 
won 't I. I won ' t! Now, the questi on is - the 
question is - it1 s past the arguing stage , i s it 
a good i dea or isn' t it? I s ay I won•t . Now, the 
q uestion is , what a re you going to do about it, see? 

I say that to constantly send up estimates which are 
three t imes wrong in a year - there's notning that 
shakes the confidence of a nation worse . And I say 
I will not send up another estimate when no business 
man, no economist in Ameri ca , would put his name to 
i t; wl:ly should I do it? 

As a matter of f act, publicly I don't appear. I 
keep thinking of the President of the United St a tes. 
They keep thinking about - nobody will believe him. 
I s ay a bout g iving peopl e confidence I ' ve r eached the 
point - jus t so you two gentlemen get this - I f l atly 
refuse to do it. I said to these peopl e yesterday 
when they brought this thing in - the~ si t down and 
say, "Average of production ror next year, 95 -Federal 
Reserve. " Bow the hel l do they know when it' s 90 now 
t ha t it will be 95 average next year?" I t goes down 
and t l:ley say it •11 be 85 in J anuary and i t • s got to go 

Regraded Unclassified



( 

Haas : 

l! . !!.Jr: 

Magill: 

iL IJ .Jr: 

~agill : 

!I . ~ . Jr: 

Oli;>hant: 

H .~.Jr: 

Upham : 

Oliphant: 

R.!.! . Jr: 

:Jag ill: 

Ollphtmt : 

n • ...;. Jr: 

173 

-8-

up to 120 in December. I told them they used every 
method except looking a t tea leaves; they overlooked 
that . That's no reflection on you, George . 

~id the best we could. 

You had a Job to do and you did the best you could. 
~ut I s ay it's Just crystal gazing after all . 

So, Ur . Gaston, i t isn't a question - the question 
for you and Mr. Oliph8nt, if you're going to join 
this group, is to find out what you're going to do 
about it . 

(Hearty laughter) 

J..ll right? 

Well , the starting question is a lawyer's question, 
as a matter of fact. 

All right, we've got a good l awyer. 

You start with the provisions of the statute. 

All right, we've got a damn good lawyer . Now, 
what's he going to do about it? •Old Loophole" -
we ' ll call him •Old Loophole• Oliphant. We ' ll see 
if he can't find a loophole . Berman? 

All right, We'll t ake a look at the statute. 

All right. If DuPont - after all, if DuPont can 
find one, why can't you? 

He 's Just been clos ing them. 

DuPont doesn't pay me. 

Well, I'll pay you. There ' s six billion dollars 
involved . 

oection 11 of Title Jl. 

Well .... 
Now, have you got the proper - do you ~ow where 
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you 1 re jumping off from , Mr . Gaston? 

'ies, I know . 

In mid-air somewhere . 

No, he just knows where he ' s going to l end . 

llell, he !mows where the scratch line is, where 
he ' s starting from. 
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All right, who els e h&s got a eything this morni.ng? 

or course, if you ' re going to abandon hypocrisy 
in governmental ma tters, you're up against a pretty 
hopeless situation. 

It 1 s an interesting i nnova tion. I think it ought to 
be tried . 

Jus t a beginning . 

Transacting public business publicly. 

Well, I .vant the history a t ll o 1 clock to show 
wha t s ome of these other birds who were Secretary 
of the Treasury did . 

That'll make you feel a little better . 

Aell, I want t h& t, and have it by 11. 

I ha ve it a lready . rt•s already wri tten up. 

Let • s have it then . 

Have it all ready. 

'iear before l ast did it, when Jackson was there . 

~ou (Oliphant) got anything? 

Well, I bad •••• 

Not a care in the world . 
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I ~ad a conference with the Attorney General 
on our plan to improve our court system. Did you 
get a look at that? 

I gave you a brief in that memo . 

I didn't read your memo last night . 

'Nell then, you don' t have it. 

I bad Mr. White and that fellow (Lochhead) at the 
house. Then I went to sleep. 

'!.bat shows you bow good we were. 

Well, he's opposed to our flan merely because the 
alternative plan that they ve put up to him would 
enable him to reopen the court. 

'.!:his is too - I can't - in the mood I ' m in this 
morning, I can't take it. 

You can't? 

No. What do you two gents recommend? 

Well, we have a good plan for 
courts - splendid, fine plan. 
is opposed •••• 

I can't hear you. 

improving the tax 
The Attorney General 

The Attorney General is opposed to it for the r eason 
I stated, that an alternative plan which his staff 
suggests gives him a chance to open a court right 
away, speaking v ery bluntly. So t he thing is out 
unless the President wants to interest himself. 

Well , I'd say with all we•ve got on the gridiron 
this week, I wouldn' t bother the President about 
that, but- I mean •••• 

or course, he could conceivably go over into January 
and February, then take it up . 
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Oh, very definitely, with what he ' s got on his mi nd . 

I suggest we take i t up with the Chairman of the 
Judiciary Committee in the Senate. 

Listen, I'll tell you right now, bet ween now a nd 
the first of the year, l aw reform can be postponed . 

Oliphant' s going away. 

Listen, we can't be - wh&t did you say, Herbert? -
we 1 re going to be f r om now on - oh, give up 
hypocrisy. Well, we can' t give up both hypocrisy 
a nd 

and idealism? 

No, we ' ll give up hypocrisy and postpone law r eform . 

For two weeks . 

For two weeks . You go down t o Key '/lest . 

Reform' s off, Oliphant ' s away . 

11ha t ' s he say? I d idn 1 t here what he said. 

"Refor m is off, Oliphant ' s away .• 

That 's all right. 

O. K. 

Li s ten, if you're thnt sna ppy, you d on' t have to go 
away. 

I told Mrs . Kl otz about my •• • • 

(Mrs Klotz comes ! n) 

Oood morning . 

He just told me, "Oliphant ' s going away, 
off . n I said, "If he feels tha t snappy, 
have to go away . " 

(Laughs) 

reform is 
he doesn't 
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Taylor ? 

:tes, sir . 

How are you and Nathan Straus these days? 

Haven' t seen Wr . Straus. 

I• ell, how• s llr . • •• • 

I assume we're ge tting a l ong fine. 

'1/el! , now 's llr . llcReynol ds a nd Na than Straus? 

The only t biJ:l8 I %8ii t cr'-froanla tha n iias that be 
hadn't got anything from 'l.lr. Bell . I told billl 
I s poke to llr . Bell in the Treasury but I hadn't 
been abl e to find him in the Budget . 
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And Taylor says, "Good ol d Danny Bell." This is a 
very snappy mee ting this morning . 

But I haven't seen Mr. Bell either . 

All right . Wba t else? 

Mexico . 

Nell , I t alked to Sumner Vlelles last night. 

I Just talked t o Feis r i ght now. 

:tes. And? 

My recommendation i s t ha t t he boys cool their heels 
f or quite a period . 

And give the Japs and Germans and Italia ns a chance 
to go in there? 

J:o'or two weeks . 

l'lell Sumner ••elles is coming over this afternoon 
and f•m going to see him a lone at 3 : 30. At 3:30 
he 1 s coming over. Be says he wants to see me very 
much. See? 
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Hell, I gathered that they - they spent an 
hour a nd a half or two hours yesterday afternoon 
and got nowhere, 

Vlell , they wouldn ' t . 

What? 

~hey wouldn ' t . I told you that . 

Mrs . Klotz, if the Minister of Finance is still 
her e Saturday night, we ' d like to have h.im- I don ' t 
know whether his wife is with him or not ,,,, 

Minister of Finance. 

• . • of Mexico - he and his wife; and the r.lexican 
Ambassador and his wife . lell him Just the 
Morgentbau family, nobody el se . I f he ' s still 
here - 8 o ' clock. Just tell him with the fam.ily. 

Saturday night. 

,•;ell, Sumner - I can wait until I see Sumner 
Welles. I ' m in t otal disagreement 1\'1 th him, see? 

'•ell, I don't know what he told you, but in terms 
of trading with ••• 

Nell , be told me it was hopeless , and I !mew it 
would be hopeless. And L know when they begin to 
look a t this thing, they look Just first, can they 
get some payment for American bondholders, and 
concentrate on tb~t for two yea rs and get nothing . 
And then they take a little l and from some American 
l and company; they concentrate all their ~fforts 
on that for six months and get nowhere. • hen they 
look at the interests of one American oil company 
and concentrate on that for three months . They're 
not going to get anywhere. We're Just going to 
wake up and find inside of a year that Italy, 
Germany, and Japan have t aken over Mexico. I ' ll 
Just put money on it tha t those boy~ - it ' s the 
richest - the greatest store of Dl>tural resources 
close to the ocean of a ny country in the world. I 
mean it ' s perfectly amazing what they ' ve got, They ' ve 
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got everything that those three countries ~eed -
everything . 

I 1m not a rguing about it. 

I know, but those boys over there •• • • 

I'm talking in terms of this thing - we ought to 
stall this fellow a little bit. I don' t mean 
indefinitely . 

If you don' t mind , I ' m in complete disagreement. 

O.K. 
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Complete . And they'll Jus t stall the tbi.ng long 
enough to let these boys walk in there, a !Xi we' 11 
just have them walk in - I mean, after all, these 
countries aren 1 t crazy; they know where they can get 
oil and they can get quicksilver, get gold and silver 
and lumber end coal . I mean they know where it is. 

But they a re all three of them f airly busy at the 
minute. 

They've got plenty of time for pushing their 
commercial thing too . Germany i s not busy. Germany ' s 
got plenty of time . She's got a f avorable balance 
of trade too . 

You remember my suggestion was a maximum of two 
weeks, which would coincide with Herman' s reform 
element there. 

Well, all r ight . Well, I feel v ery, very strongly, 
and I feel t hey a~e making a major mistake. 

What? 

I feel the State Department is continuing their 
policy and that they are making a major mistake. 
Pretty speeches aren' t going to get them anywhere. 
But I ' ll see Welles this afternoon. I'm going to 
have a very heart-to-heart talk with hi.m, and - I 
mean I'd like to - the reason I 'd like to see him 
alone, I want to be able to talk to him in a way I 
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can only do i f I'm al one with him . 

Here ' s a message I just got from Or . Feis. 

Yes . 

I asked the question as to whether we ought to 
see the ~exicans this morning or not . 

Yes. 
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This says the following : nor. Feis just phoned, s aying 
he ha s spoken to Ur. ~elles , who suggests that you 
see t he Mexicans for a few minutes this morning, but 
to keep the lolexicans in suspense until Monday ." 

All r ight. Well , will you see them? 

Vlha t will I t alk t o them about? 

Suspense. I mean I won' t see them and I won' t 
kid t hem; I won' t kid them . I would s uggest tha t 
you don ' t see them until after I see Welles this 
afternoon. 

Well, I think that ' s much better. 

I don't want the Treasury to kid them . 

I have nothing except I 1m going to be tied up, I 
pr esume, this morning a t least, on this problem 
in connection with the es tima tes . I asked Miss 
Uichener to call up Ruml - some ~uestions. 

All r ight, you bang on to it. I told you and 
Ruml - she can come in a quarter of 12 . 

(Nods nothing) 

(Nods nothi~) 

Nothing . 

I read your thing l as t night . You don't t hink the 
Intelligence •• • • 
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There ' s nothing tbat the Intelligence Unit didn ' t 
have when we made the investigation in Baltimore . 
Not one single thing. 

Well, why was t hat boy moved from Baltimore to 
Kansas City? That 's what I want to know. 

It was on his own formal application for remova l, 
his own initiati on. They didn ' t put b1m out ot 
Baltimore . 

They didn • t? 

He didn't like the assignment he got there . 
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uell, !.lac, you see the boy and have a heart-to-heart 
talk . I think he 1 s a psychopathic case . 

Perfectly obvious tha t he is. 

I think the boy's got 11 menta l disturbance. 

Perfectly obvious • 

Name 's Davis , isn 't it? 

Yes, Davis is the name . 

You (Taylor) know that case. 

(Nods yes) 

lie thinks Harold Graves i s goiD8 to machine-gun 
him. 

He may . 

I •m afraid Graves hasn't shot a gun for 25 years, 
a nd he wouldn't know how to point it . 

Herman, bow about that fellow that ' s got a baby 
and brother and everything else? 

Re ' s working with Lawes over in Procurement. 

Bow much? 
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Twenty-six. 

Is that temporary or permanent? 

Temporary. 

Before you l ay him off, will you talk to me? 

Yes . 

Please . 
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T REASURY DEPARTMENT 

WASHINGTON 

Dec~er 16, 1937. 

To: Seore t.a17 Korgen thau 

r roa: Kr. Shoup ~ 

Record of Interdew with tM Pruidnt ConcemiJic Bennue 

lotiDatet and tM Clelleral Probl• o~ the 7hot.l Tear. 

:::--~ . -
Kr. Kagill uplailled to tM Pru14ent the plan under conelde:ratiOll 

for pootponillg tM f i r ot two quarter}T illot.al l.Joenta of the illoo,.. t.ax 
until JUly 15th, and pootponillg tM oubmiooi on of the rennue eot1mete 

:or the enau.illg fiecal ;yeer 1.111t1l April 16th, in order thet the uti.Mt.a 

!or the enouillc !heal year would, oo far ao tho illeo• t.ax ie eon­

corned, be baaed on rne=e derhed !rom buoineu cond1 tiona of the jaot 

calendar year and reflected in tM retumo which wonld be filed eo uwe1 

on llerch 16th. 

'!he Praaident railed the objeotion that CoDgrell would need e reT81JU8 

oatimete earlier than April 15th, in order to work intelligen\17 with the 

J.ppropr 1at1on Billa, eapecially in 1938 when the Concreu wonld be NCar 

to adjourn by April or lllt.T· Kr. Shoup pointed out that 1! thto obj ection 

prond otro!I,J en0\16b to 'bar the poe \pon-t of the 4a te of oubai ttillg t he 

oatl:lete there would atUl be roa t on for poetl'Cninc the elate of t.ax P~~MDt 

since the eotiDate to be chen in JanU81'7 for the entuinc !1-1 year would 

be !or 1ncolll8 t.ax oolely on calendar ,year 1937 butilleu. Of couru, thit 

.. timete, while more accurate than tM one pouible 1.111der exiotiJic law, 

would not han the precioion of an April 15th utilllate. 

The Preddnt poillted out that theta plant wero .. rol)' pert of tba 

general probl.,. of the GoTerDIUint'• fhoal ;y .. r. lie rearlr:ed that tM 

laymen h U8U&ll7 confu11d by the clhtinotion between a fiooel year end a 

calender ye&r. !b.io oonfuaion could be remond and aenral other ed.....,t.ac•• 

Pilled, the Prui clent contiJmed, 1! the fhoel Je&r nre obonced eo that it 

coincided with the calendar )'ear. 1J1thaut etteooptinc at the eo-t to nich 

tho ed.nnt.agu and clhed.....,t.ageo the Preoident outlined for tllrther •twiT 

the tollowtnc plan: 
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t.et Congren, durillg the t1ret halt ot the calendar ;rear, 
forl&llate end dhcu..te .q,proprtation Billa tor the w.eeeedin& 
calendar rear. 'l'heu billa would not be J)f'osed before t he 
ad,!ourllMnt in the Spring or SUDaar, or, it pe.ued, would be 
clearlr underetood ae eubJect to alleii4Jaont. Ill the J'all the 
Director of t he Bw~cet would CO!IIpile hio da'- tor the torth­
co•in& calendar rear. Concren would meet in November tor 
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en 1J.ppropr1&Uon Seoaion• ud would be in a poeition to re"fl .. 
apeedily the appropriation b i lla considered earlier in tho year, 
uoln& now the data fumiohed by the Director or the :Bwlcet. 
'l'hb plan would llllllce eaaler tho taak of utiMtln& expendltureo 
t or the enoui::l& t1eeal year eince even the end of that tlocal 
year would be only about fourteen montha awar inotaad of about 
t wonty montho ae under tho pruent a;ratem. It would aleo malo~ 
the taok ot eaU-ting r ennueo ooll8what eatler than under the 
present a;yatem oince the income tax colleetlono would be derived 
from incocoeo arloing during a cal endar ;rear or which tour- tifthe 
would have elapoed b;r tho tia the eatl.mateo were made. '1'o alai 

t he eati.:Datu otill more dependable, it mil:ht bo feaolble to 
requeot corporation taxpe;yere, a.ld pooolb)¥ ... en ao» lndhidual 
taxpa;rera, to oubmlt in November a eimple one-page eotliDate of 
what their income would probably be tor the current calendar 
year. April lat might be a good date tor final returno. The 

preciae date of p&1111ent would not be eopecl.al)¥ important but 
oome time in .Tu.l7 might be &d•hable. 

'l'he trane1 Uon from the prooent t1oeel ;year to the new !heal 

year could be CD&de either b;y extending the current f bcal ;yea.r 
olx montha so that it would be eighteen montho in lenc\h, or b;y 
creating a tranoitional six 1110ntha fiscal year. If the plan 
were to be put into effect at ooon ao pooolble perhapo tho boot 
wa;y would be to ha•e the Concre11 conoider and pooslbl;y pen 
( oubJect to amendmed ) durin& tho Seuion in tho earlier pert 
of 1938 the .q,proprtatione t or the calendar ;year 1939. llaanwhUe, 
the olx montho , July - December, 1938, incluoln, would be cared 
tor b;y aimpl;r appropriating tor each activity tor that period 
titt;y per cent of the appropr1at1ona tor the tiacal ;year that endo 

June 30, 1938. 

The Pr .. ident aloo pointed out that it no cbangeo at all were -.le 

1n collection dat81 or 1n the fheel ;year 1\ IDight be &d"fioabll to otruo, 

1n t he January meoeage, the tact that the eetiiDate for tho eneuing !local 
year wao nothing but gueooworlt, and this might bo ouppl-nted b;y r ... loed 

oetimateo enry IIIOnth. The Secre'-r;y &lliPha•iled the danger, howenr, that 

no matter how caretllll;y the 1 ot11Dateo were qualified ther would be oubJeot 
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to ahr<~pNaeataUoa. h nferred w ~ neon\ uad.er Becntary 11111a 

4uri.D& 1931-1933 'tlben ~ percatap of .rror 41lrlllc the noeaoloa 
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na u htcb ea to..V-eiC)l\ per cea\ !.A oae 7e&r aa4 !.A ao 7e&r 1own \hul 

aeTOnteen per cea\. !he ncon\ for 1934-193'7 ohon far -.ller perceatapa 
or error, 'but ~ia the Secntary atr .. aed the creat 'IJDCartai.AUea pro411Ced 

bT the current b'<uoi.Aeaa nc .. aloa aa4 aa14 thet aoaa of eYea the baa\ fon­

caatlng experh wen w1111DC to a&7 at thia tiae whet the7 t'bou&ht the 
celondar Joat' 1938 b'<uoiaeao coa41Uoaa would 'be. It •a, he aald, aapeota117 

·btuuso of theae tacwre that he thoucht the plaD tor a chaD&e !.A the 'baala 

ot uttaet .. ahould 'be chen caratlll. coaaidaraUoa. 

!he contareace coao1114ed with the lmderataadiJIC \bet 'both the aarronr 

plan tor 111rel,y changln& ~ utiaete date aDd collaotloa data aad the 'broacler 

plu tor ohaa4sing the f1aoa1 7ear would 'ba au'bJect w ata47 prior w a n­

ll\llll)tion to the 41aeo.aa1on the follo• iac llondaT· 

!hoae preaeat at the contereace ware: !he Pnaldmt, Secretary 

llorgent'bau , UDder Secretary 11ac111, .lct lllc Director of the Jtadcet llr. Bell 

and IU. Shoup. 
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Go ahead. 

Hello . Hello. 

Hello. 

Yes. 

Mr. l!orgen t.hau. 

Yes. 
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December 18, 19~7. 
10:49 a .a. 

This is Ur. Flexton speaking, at Princeton. 

Yes Dr . Flexton. 

I beg your pardon tor calling you in t.hie way, but 
I t.h~nk I can probably save more time by calling you 
than i t I didn' t . Now I get this morning, from the 
American Expr ess Company, ·t.nree letters, one addressed 
to the collect or of Customs , New Yor k, one to the 
United State s Treasurer, New York, one t o the 
commissioner ot Customs , washington . 

Yes. 

And ne writ es me, asking me whether in my Judgment. , 
t hey ougnt to be sent. I haven't. done it because 
they cover exactly the oame ground that. I covered 
in my letter to you. 

Well or. Flext.on I can't handle tbeae things per­
sonallY. I don't handle these things personallY . 

Yes. 

I mean, I don ' t know - I mean r eallY , i t' s ~oeeible, 
I mean I don ' t even know what i t is , 1! - I take 
it , i t.' e some aooument you want to bring i n. 

Yea, they ' re documents, 
they call them. 

Well I mean, 

They're docuaente -

they ' r e 
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I know. 

Docuaents -

Well let me look it up Dr. Flaxton. ReallY when 
you consider that I 1ve got e1xty five thousand 
employees and~ Job, I mean it 1 e almost impossible 
to aek me - to know the details about one oase. 

Well I appreci ate that and - what wae in ~ mind wae 
that these three lettere were eent. 
they will be set to work on relati ve!y small problems. 

Well, if you'll let me aak Wr . Gibbons, who has 
charge of Customs and I'll ask him to look i .nto 1t 
and get 1n touch wlt.h you. 

Well I ' ll, for the present, Just hold baok these three 
letters. 

Well I really can ' t tell you, Dr. Flexton I'm not 
familiar wlth these oases. I mean, let me find out 
tram the customs. 

I 'll hold them back until I hear from ur. Gtbbone. 

Well, you'll hear today. 

Thank you very very much. 

Well you'll hear today. 

I don ' t want. to complicate tbe t .bing. 

No. 

By writing t.o three different persons at once. 

Well I don ' t understand, but you'll positivelY hear 
today. 

What ' s that? 

Some one will call you today. 

All right. Thank you very, very much. I beg your 
psrdon tor worrying you. 

That's all right. . 

Goodb;ye . 
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i!1 SUblHSS! ON TO CONGRESS 
Or .t£vt.NUE ESTIUJ.TES 

December 16, 1937 
11:00 a .m. 

Present : 

H.:J . Jr: 

:.!agill : 

ll •• f . Jr: 

:l&gill : 

H. ',I . Jr : 

JJugill : 

Oli,>hent: 

Ur. liagiH 
Ur . 'luy lor 
IJ1·. Oliphunt 
Mr . H&as 
J r. Bell 
Mr . O' Donnell 
Mr . bhoup 
Mr . Gaston 
~r . Helvering 

t:ol'l, who ' s going to t alk first? 

Nell, I think you sta rt with the law and then go 
f r om there to what changes you may went to make 
in it. 

You mean you start with the l aw and then we talk 
how we. can bend it 1 huh? 

That ' s right. That ' s right . 

All right . 

That ' s the customary me thoo of lega l procedure as I 
was t aught it. 

,/ell, I •m engaged now- 1n.s engaged now in looking 
through the l ast thirty annual r epor ts to see whether 
or not there was any practice on the part of the 
Secretary of the Treasury which would vary what 
s eems to be the clear law on the thing. I doubt 
if we'll find anything. I think we •ll find that 
this is the situation: that the Secretary of the 
Treasury, in connection with his annual r eport, is 
under positi ve statutory duty to make an estimate 
of public r evenues for the fiscal year then current 
and also for the fiscal year next ensuing at the t i me 
the said report is submitted . That is the duty d t he 
Secretary of the Treasury . 

The Director of the Budget is under the same - under 
s t atutory duty to prepare the budget for the 
President, and his estimates of receipts of t he 
Government during the ensuing year as well as 
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during the fiscal yea r i n pr ogress ; and those 
estimat es by the Budget , as op~osed to t he 
estimat es in t he annual report of the Secretar y 
of the Treasury, have to be set forth in gener al, 
in summary, and in det ail . But the Secretary of 
the Tr easur y ha s no duty t o perform in connection 
Hith the buaget es timat es ; his duties a re limited 
enti r ely t o his a nnual r eport . 

J.nd i s there any l1In1t - uny time - as t o when 
his annual r eport ons to c ome out? 
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Thut wouldn' t nel p, b eclluse the l llngUEge is t ha t 
ae must i nclude "esti mutes of revenues for tbe 
f i scal year t hen c urrent t.nd a lso f or the f i scal -
year next ensuing a t the time s ai d r eport is sub­
mitted ." 

But when aoes sai d r eport have t o be submitted? 

'l:he time of t he submission of the report is not 
fixed i n the s t a tute . 

• ime limit on the printing , isn ' t t nere? 

••na t • s the t? 

I t hink ther e is a time limit on the printing . 

•bere cay be . 

lleor ge may .mo.v. 

I t hought tner e was . 

I t hink you have to have the fine l proof at the 
Gover nment Printing Office prob~bly not l a t er t han 
Uecember 1 , or something liKe t hat , I don' t Know . 

But i n eny case •••• 

~ell then, we •ve broken t he law now. 

I don ' t thin.lt you have complied witt. i t . But I 
thinK ther e i s somethine in t he s t a tute that 
requires you to submit it. 
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Well , wnen the ennULl report of the Secret ary 
of the Trea sury has to go to the Government 
Printing Office . 

I think so . 

Le t ' s check tha t . 

All right . 

llo.v, to go on. I f the Direc tor or the Budget, 
or 1f the Secr etar y of the Treasury and the 
Director of t he Buag~t, in performing their 
r espective dutie s , f ound officially that an 
estimate could not be m~:.ae wi t hout an estimate 
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of toe level of business activity for t he ensuing 
period, ana further found th· t nothing which could 
f~:.irly be characterized as ~:.n estimate of such l evel 
of business activi ~/ could be m~de , I tninA they 
Noulu s till be under duty to do t he best they could, 
although both or tnem would be a t liberty to sta te 
bQY qualific~ tions or uny a ssumptions t hat t hey think 
they want to sta te, in order to show the tent ative 
una uncertain cmructer ot' th" estimates . For 
t~xwnple, he could - the Secretury of t he Tre~>sury 
could say, "I ' m just going to n ssume that the l evel 
or business activity for t he next six toonths is the 
same cs i t was for the l ast six months, " - otherRise 
st>.-egU£ru nis estirna t,;s . 

.. ell, tn<ot aoesn' t nelp bny . 

nll right, now, whe t ao I have to do - well, or the 
Presiaent h~ve to do, if I went t o carry out th& 
laee legally tna t we don ' t ~Lnt to give them an 
estimate untll April . 

.. ell now, golng on from t here, the section or the 
l!<w under Nhich the budget i s transmitted - Section 
11 , litle 31, ot' th~ code - is to t he effect that 
the President sotJl! submit e!u·ly ln January - forgot 
the preci se langu~ge •• • • 

1-irst day of the regulur session. 

first dby of tho r egular session, estime t es ln 
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summary and in detail of the expenditures for 
the f i scal year past, for the f i scal year that 
Y?U' re in, and for the ensuing fiscal year - sub~it 

tna t - both of expenditur es and receipts - L S tne 
l a R no:-: reads • . . 
So th& t , as I g ather from wha t llr . 0 Uph&nt na s 
said, Lnd certainly it seems so to me, you are 
re..,uired t o put in some sta tement us to expected 
receipts for the fisca l year 19J9 under the present 
la.v . The leeway t hat you have from a l~.oyer ' s point 
of view, only loophole I see, which maybe Ur . 
Oli pha nt can enlar ge, is that - the ..,uestion of how 
much detail you 111 submit them in . Now, in the 
present buaget, for example, there is & st~tement 
of six pages sho~ing now much receipts there are 
going to be from the Al~s~a Railro~d snd from 
game ref~es and I aon't ~ow whh t all; tna t is in 
very great detuil , •Thich I thin.< is ob jectiom ble 
mainl y because it gives the p~blic the i dea that 
you c~n st~ te a ll tnese tniOKS with meticulous 
accur a cy, waich of course is not true . J.nd Mr . 
Bell suggested yesterday a fternoon th~t one of the 
possi bilit i es we 11et"e exploring - possi bility of 
cutting uown that det ail to a series of, s ay, six 
or seven headings - seven, I t nin«, it f"igured out, 
wnich t o some extent would tend to t"emove that 
impt"ession but doesn' t t"emove your main objection . 
1he t is, you•a still wind up with a total of whet 
you tnougllt you were going to get, and th~t total 
is almos t certainly going to be t1rong by " uite " bit . 

Now, before leaving th' t r.lternutive, Shoup hes 
sugges ted one thing in connection with thut which I 
t hink is ulso worth considering \Jy way of getting a 
little more r ational about t hi s t hing . You1 ve got 
certain receipts ·.vh1ch llre highly uncertain a nd 
certain receipts which a re r a ther definite . You 
can figure it out pret ty ... en how much you're going 
to get from ciga rettes and liquor and various other 
t hings . You can't figure .vi th any accuracy in a 
perioa like tnis what you' r e going to get from the 
income t a x. His suggestion wa s , why not change the 
classificati on a lit tle and have one seri es of 
receipts that you r egard as pretty certain and 
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t nother serie s that ere a t least more uncertain. 
I th1M the main ob jection to that, aside from the 
difficulty of doing it, is tha t it tends t o 
e1ophasize the virtues of a series of t axes we 
don ' t like; the ones that are certain are the 
ones, on the whole , Vlhich we ' d like to get rid 
of if we could; the ones tha t are uncerta in are 
t he ones Ne thinK are preferable . 

Be a sHell argument for soles t ax . 

Yes, exa ctly . 

.. ell tnen, t he last point I ,..ut to those or us t hli t 
n:re ROrKing tnis morning, ,:as :..nother c ltern.<.tive. 
I t ake it your idea is, su ppose that we had the 
power t o ch~nge Section 11 of t hi s l aw to suit our­
~ elves ; t ha t is, supposing Re could non loy aown t he 
rules for the budget; who t ,tlnd of rules would we 
h~ve? 

" ell now, in the first plvce, I get the impressi on, 
wnich is a l i ttle different from wha t you have, from 
Mr . Haas and ~.!r . 0 1 Donnull, t hat they don ' t r egur d 
this hpril e s tima te as very much of an ionprovement . 
• h<t is, as I get t heir impression - they c&n speak 
for tn~mselves - tha t there is not enough gain in an 
estima t e in npril over en e s tima te in January to make 
it worthRhi1e to try t o ge t u statutory change br 
t hat purpose . iher e i s some lmprovement . 

"ell, somebody maue & s t ute:nent here - Professor 
Crum ma~e tne s t a tement, or somebody -that there 
i s a 5J percent better cnence . 

l es , ti'Ult's about rieht. 

On t he current fiscal year , 
I thiM you call be s ure t il& t 
ma re in of error, very small. 

I think, Mr . Secretar y -
you 'Hill ha ve ll litUa 

How about your ensuing fiscal year? 

You ' ve got t wo payments in the next f iscal year 
which you might e s tima t e ~ith L gr ea t deal of 
LCcurecy . But still you've got to project your 
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busines s curve on int o t he future to get your 
lest two payments ; tha t ' s uncer t a in. 
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I tbiDk the wor~t s ituation i s your pr esent year 
We estima ted i n April f or 138 seven bi lli on 293 · • 
well - oh, I beg your pBr don, we revised 1 t fro~ 
seven billion ~93 to six billion 906 . Well, now 
we ' r e dovm 600 mi llion under that in our present 
gues s . 

Yes , but on the thing - the thing t ha t f r i ghtens 
me is this . bverybody si ts ar ound here, s ays 
pr etty :ell univer sally thrt we 're going to twve 
a pick-up i n t he spring, t hen hnotber s l uff-off 
again . Now, t n& t ' s about wha t ever ybody tal~s • 

.. e no.-: hhve our production - Feder a l Reser ve - 90 . 

lie don' t Kno.v exac t l y. J.round 91, 92. 

hl l right . And you 're forec~s ting &n aver&ge for 
next year of 95. "'nd I s i mply woul d fee l , while 
it 1 s not accurat e - I 1 d reel tht· t i f we had t wo or 
thr ee months of t he spring ~ nd di d see whether s t eel 
wus going t o stick around 27 or whether i t was going 
t o go ba ck t o 40 or 50, unu "11 t he res t of thut 
s t uff , tha t it ,·,ould be b much mor e i ntelligent way 
of doi ng i t. ~nd I thin~ , a f t er sleeping over it, 
from a t a ctical s t andpoint, for the Pr esident and 
Uirec tor of t he Budge t - I t hink it' s a great 
i mpr ovement to hold t ha t t ni ng back nod say , "All 
r 1gnt, gentle~en, you go &heLd 1nd spend a bi l l ion 
dollars in Agricul ture , do t nis and t ha t , • Lnd let 
them get in, end t nen come i n wi th t ne bill bnd if 
neces s ary r ecommend f or lncr eesed t axes in t he 
mi ddle of April in order t o make up the difference . 
hOd I tnink i t put s t he Pr~sident ~nd Director of 
the Budge t in much stronger position . Much stronger. 
So much so that I - i f I w~s thinking of it, I ' d do 
it for tna t e nd f or no o ther reDson. 

The Pr esident can sit back and si mply s ay , "ll'ell, 
go iJlead . I n ~< pril I ' 11 tell you 11ha t I •m going to 
do ~bout taxes . ~utI ca n't t ell until April, boys . 
If you .vant t o go wila up th ere, all right, but in 
hpril I ' ll tell you . " He can sit back there and 
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say, "Go ahead." Now, so much so that if they 
thought that ' s what he was going to ao- I mean 
I wouldn't tell him to say so publicly - I don't 
think they 1 d give it to him for a minute. But 1f 
he could get it and wait until April, and most of 
the stuff was passed, and kept using that every 
day as L threa t, I thinlt he ' d save a lot of money . 

Just think, Dan, if the President could sit buck 
and say every day, "All right, boys, put it through, 
but in April I 1 m going to give you a t ax bill." As 
a matter of fact, he ' d know then- when most of the 
stuff was passed, he ' d know how much revenue he 
needed , not from the standpoint of business but from 
the standpoint of what Congress did . 

I've got still another drastic suggesti on to make 
to you. 

l'lhat I s the t? 

l•ait until you get through with that . 

•Estima t es made in the budgets of last ten years. 
Twenty ye&rs • e stimates pr eceding ." What 's that 
mean? 

Well, you see, Ul.e budget est~te when this first 
came out was an e stilnate t hat - tha t would be the 
beginning of 1927, Febr uary 1 27, they said this . 
January 1 28 they said taat. 

J anuary •28 . 

January, 1928. 

lohy wouldn o t thyY have a second one, just the way 
we do now? Von t we make one now for fiscal ' J9? 
::en- but this ' isn1 t pubac . 

Oh yes. 

That ' s what you' re discussing now. 

'l'his was before the fiscal year started - J anuary 
before ; this was in the January during the fiscal 
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year ; and this was the actual receipts . 

Oh yes . 

•lell, I didn't - 1 , 2, .3 , 4 -I was ' 34. I ' ve 
been right three years and wrong one . Mills 
was 1vrong three years running . He was here • .31 
1 32, and 1.3.3 , wasn ' t he? He was off 21 percent ' 
48 percent, and 16 percent. I ' m plus 11, plus i, 
and plus 8 . 

You had the processing tax invalidated too; tha t 
was bad . 

All right, go t.head ; you ' ve got a r adical suggestion. 

The r e£ son :vhy the ori ~ish a re right and we are 
Arong i s t hat t hey bet on h sure thing . They have 
~ much longer period of delay in the payment of their 
income t a xes than we do, so th~t the receipts which 
they are estimoting a r e r eceipts which are going to 
come from business conditions in the past, so they 
see exactly where they ~ re . 

So Shoup suggested this, one of those violent changes 
that you ought to thin.< about a l ot . Suppose we toke 
our most difficult performer, the income tax, ~nd 
provide taat the returns a re to be filed in March, 
&s a t present, but the t ox i s to be pai d , say, one 
nalf on J uly 15, ana tne bol t nce in October a nd 
uecember; and provide, further, in line with your 
other suggestion, tht. t the Presioent will t ransmit 
an e s timate of expenditures 1n J anuery, t.s be does 
nos, but he won ' t tra nsmit an e s timate of the 
receipts unti l April 15. .. ell , then he would have 
the r eturns for Yarch 15 . 

I get that . 

And would Know what they show . And he would be 
estimati ng - and estima ting for the ensuing fiscal 
year he would be estimating lar&ely r eceipts tha t 
he ~ows he ' s going to get, on the basi s of returns 
already i n. Now, it means ••••• 

But I don ' t get wbat the advant age is there i n sayi ng 
you wouldn' t pay until July first . 
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v •Donnell: Tnat is in the next fiscal year, ~r . Secreta ry. 
For instance, now, i t would be in f iscal ' 39 and 
we would have the exact income t 11x recei pts for 
fiscal ' 39 de t ermi ned, wher eas under the present 
system, where the r eturn i s filed ln March and a 
second payment made in June, we know only about 
40 to 50 percent of wha t is going to be paid in 
fiscal 1 39 , because in fiscal • 38 we would have 
collected •.•.. 

rl . • Jr: 

Snoui): 

i! . J.Jr: 

ll. '.1 . Jr : 

;)houp: 

h • ..! . Jr : 

Snoup : 

d . ~ . Jr : 

Shoup: 

n , LJr: 

Shoup: 

I s till don ' t get it . Le t Shoup expl ain it. 

Put it briefly this way: th<t if we take 1937 
busi~s~ and i ncomes ••••• 

Wha t's that? 

Supi>ose we t ake 1937 business and incomes . 

l:alendar year? 

Yes . 'l'he calend&r year i s the t iling we 're going 
to collect the t ax on . Now, under the e xisti ng 
system, the ••• • 

ue 1 r e talking about the c~s lendar year ' 37 . 

Yes . Under t he existing system, t hose cal endar 
year conditions ~ill be ref l ected in t ax receipts 
partly 1n the f i scal yet r ending in 1 38, because 
,fe have some money coming i n on ilarch 15, haven• t 
we? 

Well, ~arcn 15 is based on the business of calendar 
year • 37 . 

That ' s r ight . Wha t I ' m tryirlj! to get at i s tha t 
calendar year •37 .r efl ects itself in t ax receipts 
par t ly in the fisca l yeur 138, partlY in the 
fiscal. year 1 39 . 

Tha t ' s right ; I 've got you so far . 

Now, l e t's move one year bhead . Tak~ the calendar 
year ' 38. Business conditions - they likewise are 
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reflected partl y in the f i scal year ' 39 and partly 
in the fiscal year ' 40 . 

That ' s right . 

Now , tha t means t hat fiscal year ' 39, which we a r e 
now so bother ed ~bout i n tryi ng to estimat e 

Tha t ' s r ight. 

.•• i s composed of tNo segments, you might say, 
as f a r a s business condi tions are concerned . 

'lhat ' s right . 

One segment r epr esenting the calendar ye6r 137 
business , which we know about pretty well , and 
one s egment r epresenting t ne calendar year 1 38 
business , which we don ' t know about a t a ll . 

'i'hat ' s r ight. 

Nov1, i f t he re is some way in which we coul d make the 
fisca l year ' 39 r eflect only the calendar year 1 37 
business conoiti ons - if we could do t hat, you see, 
end moreover i f we could do i t d th the actual r e turns 
filed in hand based on 137 business conditions , we ' d 
nave a pret ty close es tima t e f or fiscal year 1 39 . 

I 'm up with you s o far . Now what? 

How, the ~ay t o do it i s to say to t he t~xpayer, 
"Although you filed your r e turn ~area 15, 1938, 
based on ' 37 conditions as usual , you wil l not pay 
any of t he money tha t your r e turn snows is due until 
July fir st, •Nhich means tha t the annual - put 1 t this 
way : we 're goi ng to give you a little relief, if you 
like , or a lit tle extension of time now. " 

'three months . 

Shove it ahead three months . "And we ' ll make you 
pay ha lf of i t r ight then, and then we ' ll moke you 
pay t he other two quarters along i n October and 
December" - or ~nen you wi ll . NoN, we ' re going to 
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pro ject that for t he fut ure . Every future year 
i s going t o be t ne same way . Consequently, there 
wi ll be no income t ax payments a t all coming i n, 
t o speak of, during , we 111 say, Februar y, March, 
Apr il , May , J une , you Dee - only r eturns instead . 

Now, .vhet aoes t h a t do for t he fi scal year ' 39? 
••eli , it means tha t the fisc al year ' 39 has the 
f ollowing J,)ayment s : Big h~< lf, lump sum, comt ng 
in in July, right ot t he beginning of t he fi scal 
ye~<r , ba sed on 1 37 busi ness condi t i ons . Then a 
couple of sma l l er instal l ments coming l ater i n the 
ye~<r , li~ewise based on 1 37 bus i ness conditi ons . 
And that ' s all ; t ha t' s al l fis ca l year ' 39 wi ll 
ha ve . 

"'ut what' s t h e adva nt11ge of giving up t he Mar ch 15 
payment? Tha t is , on 1 37 . 

"e don 't g ive i t up, we shove it ahe&d . 

ilhot ' s the a dvantage of tha t? 
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Because by e ltmina ting the Ma rch 15 payment we don ' t 
have to est i mate futur e business conditi ons . Put i t 
this way: Speci f i cal l y, 6 S Ne look ahead •• •• . 

I d on ' t get the a dvantagc of 1t . \'/by gi ve it up? 

"ell , perhaps I c ould put 1t again this way . 

You haven' t expla ined it yet . 

h s ne look ahead to ~arch 15 1 

t ax payment coming i n there . 
' 38 incomes, i sn' t it? 

On t t1e calendar year 1 38 . 

1939, now, there ' s a 
It ' s going to be on 

l,;a l enda r year ' 38 i ncomes . J•nd t hat ' s woa t ' s bother­
i ng us . If we can c ut tha t out , if we can get rid of 
tha t Uarch 15 payment on 1 38 incomes, ,our es timating 
pr oblem i s solved . Put i t in t erms ol a swap . •• · 

Let me ask a question there . You cont empl ate • • • • 
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He - there ' s a missing link somewhere . 

There i s a gap there . 

Yes, there i s . 

You contemplate sending the r evenue estimates to 
Congr ess , s ay , on April 15? 

lhat • s right. 
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So you've got your Uarcn 15 r eturns . And on the 
basis of your l.tarch 15 r eturns you determine your 
income f or t he c oming yea r, because it all comes in 
in tne coming year . 

It all what? 

All comes in. Now, take the March 15 r eturns . 
You get no r evenue on 1 t in the fiscal year 1 .38 . 
The r evenue starts to come i n beginning July 1, and 
all of the income tax comes in from July 1 to the 
end of the cal endbr year . 

Now let me put it - wh~t I t hink hc 1s t ry i ng to 
explain, but he hbsn 1 t explainea it . Let ' s put 
it this way . What you're saying t o me is - we ' ll 
taKe t his yeur - t~t Ne 1l l collect beginning with 
Jul y 1, 19.3d, one year ' s revenu~ based on 19.37 
business . 

That ' s correct . 

Is tha t right? 

"orrect . 

ilnd then, pro jecting thllt f or ·11ard to what our present 
probl em i s , what you ' r e saying is tha t , beginning with 
July 1 - which i s t he year we 1 re talking about- ' .39, 
that ' s the year we ' re talking a bout, isn ' t it? 

That ' s right . 

No, we 're talking about July 1, ' J8 . 

That ' s f iscal year ' .39. 
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.. e• r e t alKing about July 1, ' 38, &nd ' 39 . 

That • s r ight . 

That tha t r evenue - tha t tha t revenue will be based 
entirely on the ca lendar year ' 37. 

'.rba t•s right . 

'iihat? 

Cor rect . 

llow, wait a minute . J us t go slowly. I never say 
I under stand these things until I do . llow, "Abet's 
the advant age of thbt over t he present? Tha t I 
Cion ' t have to .<orry about the business for the 
first s ix months of 1 39? 

uo f ar a s it aff ects income t axes f or ' 38 . 

' 38 business as it would be r eflected in payments 
aw· ing the first six months of 1 39 . 

Because 1 38 business conditlons will affec t your 
194J r evenue . 

~ isctil 1 40 . 

But tnis thing I •m t&lkinc about now - we ' re trying 
to work out how ouch r evenue we 're going to take in 
i n the fis cal ye~r 1 38- 1 39 , i s tha t r ight? July 1, 
• J8, to June 30, • 39 . •"•nd wh& t he 1 s saying 1 s the t 
tha t should be based •>n t he business of ' 37. 

'lhat 1 s r ight . 

Oh, ins tead of the business of ' 38 . 

' 37 and 1 38 . 

As it i s now. 

l.lo it entirely on 1 37. 

... n tirely on 1 37 • 
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hnd not try to do i t on ... 
Not nulf and half, a s we now do. 

In other words, instead of gambling on what it 
will be in 1 38, we 1ll es tima te it on ' 37. 

Snove 138 ahead into • • • 

But, more t nnn tha t , ~e ~ill have the returns 
filed on lilarch 15. Not onl y do we k:no•• wha t ' 37 
bu:;iness conditi ons &re, but .ve know whFt we•re 
going to collect bccsuse ~e • ve got the r eturns 
in :.!&reb • 

. Jr : I s thr..t the w£y the ngllsh do it? 

:.i~g ill : l:.ssenti&.lly, yes . 

H. 'l . Jr: l•hut •s the m&ttt r with t his? 

:l!•b:J : You lose some revenue i n 

C~sto'l : You ' d lose o. billion t nd l ht lf r evenue in this 
f i s ca l ye&r. 

J • Donn~ll : ~uts out the March and June ,Ja;rments , ~nd those 
!.larch a nd June lllymcnts r epresent, 'lr . Secr et ary, 
not n~lf, but 6J prrcent of t he individual income 
tLx collections . 

C: • t or.: 56, I t hink . 

H . . Jr: 

nu(l s : 

11ait a minute . You pick up 11 lot, becr..use you're 
basing it on ' 37, wnich is one of the b6st years 
.ve • ve ever ilad, 1.nd 1 3d cun r:o to hell. 

Of course, you sai d you're going to bal ance the 
budget tnis fiscal year . 
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Gt ston: You add a billion and a holf to this year's deficit 
in order to make next year ' s picture better . 

Ta, lor : I don't think i t gets awoy from your b&sic problem . 

L~. Jr: Oh y es . 
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.i. he basic problem is t ht. t you don • t •1ant to 
e stimate . 

This is like be tting on b horse r ace that ' s 
£lr eady been run. 

"hy do you call i t es t imE· ting? 

It is esti ma ting . 
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J ' Lonnell: On your other to.xes you c.o htve to estimate business 
conaitions of 1 38 and t he eo rl~ part of ' 39, b~cause 
lhcr~ is not over t montn 1 s l oe in " good many of 
the tax collect ions . 

... . Jr: 

ll . L Jr : 

Hu. s : 

~hOUjl ! 

li . ·: . Jr: 

H. ~ . Jr : 

~hvuv : 

Bo~ll : 

lhis i s ~ "swe~tie . " ~ 
It •s a very int eresting iae~ . 

This is;.. " sweetie ." 

New York St at e has so~ething like this, don•t they? 

New Yorlc S t ete 

von • t t el l ae :krk Grt. VE'S i s for t his . Or lt!orris 
Tr~;mc.ine . 

llo , I don ' t tairut so . But New York state had somewhot 
the s~me system with the corporation t exes . No 1 t his 
is t rue: no metter - LS c -t. tt~r of history, to get 
the r ecor<i s trc. i ght, ttu t durint tne depr essi on, & 
y eli r or so c. go 1 l>cw York "tt. te ooved b!. Co{ to the 
kina of system t h&t .. c no.v hav~; . But tM sett ing 
w~s entirely different . In the firs t plt.ce, it 
.vasn' t the same problem of estim~oting; t hey d1dn 1 t 
thereb~ mEke est 1m~> ting much more difficult . But 
they moved it buck ts t OE't.ns of getting some r etdy 
money; r ather , th£y shoved it t her<i , wnere we ' ll be 
shoving 1t back . 

1'/el l , t his t akes ell the guess1ng . out of it. 

I t does, yes , sir . 

Out of your income t &x . 

Jus t your income t :.x. 

Regraded Unclassified



H. ' . Jr: 

Hsc s: 

o •Donnel l: 

G:..ston: 

:J . ' . Jr : 

G~os ton : 

O' Donnell: 

.:lli,>hPnt : 

H. L Jr: 

.:lli;m t n t: 

n. l. Jr : 

Oliphant: 

Bell: 

Oliph&nt: 

-16-

#ell, that 1 s where the guessing is . 

No, there is guessing on estate t axes and gift 
taxes . 

Well , tha t's something ol~e. 

You r educe your error tremendously . 
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Of course, it would have some business - it would 
have to be of some benefit to business . They' d be 
uble to defer their !larch end June payments into 
July. But I don't .mow how it would a ffect Gu,y 
in the way of di fficulty or collection. It oight 
Gdd to difficulty of collection • 

• Vell , we 'll come to tha t in " minute . As a matter 
of f act, the payment they are all Norrying about 
is the 15th - one of tht bogeys they have been 
r aising f or me. 

IJyke our deficit this year look pretty sick • . 

Help your budget picture next year tremendously, 
because we 're ~lor king on 1. very high base for 1 37 • 

Lose some interest . 

This is very - you (Oliph&nt) got a variation? 

Sure . 

What is it? 

Let t hem bring their "arch 15 and June 15 payments 
uown in the basement of tne Treusury, but not use 
t hem until after July l ; oon 1 t change the date 
of payment, but change the date of a va ilability of 
funds for expenditure . 

I ditin•t get •.•• 

Let the dates of payment of installments remain 
the same, see ; the money comes i n on March 15 
and June 15; but don't l et those funds be a~ail­
able for expenditur e until after J~ly 15 . Would 
that do the ssme t bing? 
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That would be- tha t ' s t eking funds out or th6 • • •• 

Then we don' t put it •• •• 

••• out of the money market . Tha t ' s a r eser ve 
probl em . 

(On phone) Di d you hear f r om Mr . ~cintyre? 
Uh-huh. olel l , i f he calls , I Vls nt to t alk to him 
myself . Pl ease . 

I assumed t ha t you ~ere going . 

uell, I assUI:Ie so , but I want L chance - I asked , ••• 

on, you asked . 

I Lsked definitely for en appoint ment at two, tha t' s 
the thing . And I wa nt ed Magill t o go a l ong rt th us 
to t alk about t his, praying that we ' d have an answer. 
But is t his - you • ·o~e got - I mean I didn' t knoiV t hat 
you had asked for two o • clock, and I f or mally - I 
even wrote f or an !ippointment at two o ' cl ock . 

No, I didn ' t ask for t wo o ' clock . I asked for an 
appointment when we were there tne other day . 

I wrote a l etter to the President which he got t hi s 
mor ning . I said , could ~agill , Bell and ! s ee him 
ut t wo o 'clock today , and t hLt we *ant t o talk 
tbout - put it right in the letter - the esti mates 
of r evenue for next ye&r . I put it right down, 
s pecifi cally . »nd coula t~e see him a t two. See? 

I see . 

I sai d , could Magi ll, Bell and I see him at t wo 
o ' cl ock, a nd I wrote him v l etter and sent i t 
over , s ai d it was urgent . 

Let me jus t check up . I ' m thinki ng al l the time -
I ' m Jus t - this i s •.• . 

( On White House phone) Mr . Mcintyre pl ea se . 
Hello . - Henry talki ng . - Good mor ning . B~ ' s 
right here . - ';.'ell, t he point i s , I want to talK 
ubout ., thi ng t ha t a ffects both Bell and I . See? 
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Now, if it's a ll right -
why, we ' ll come over and 
wants and what I want. 
please . (Conv . ended) 

Dan' s sitting here -
tal k about what Dan 

He ' s going to find out. 

Why do you have to give up 
I don ' t ~uite understand . 
get a March 15 payment? 

Yes. nill you 

the llarch 15 payment? 
0/hy couldn• t you still 
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u • ~onnell : Because you will hEve collected then in preceding 
December. Now, on the new basis •... 

d. - . Jr: "hy oo :;ou have to give up the l.larch 15? 

o•uonnell : beceuse that throws it into the fiscal year ahead 
of •••.• 

Bel l : You 1 d have to e sti mate some time befor e March 15. 

:Jag ill: 

H • ..: . Jr : 

Helvering: 

H . ..! . Jr: 

Helvering: 

(On Vlh1te House phone) What ' s tha t? 
us . Thank you. 

both of 

He says both of us . He didn 1 t say IJ nything about 
you (Magill) . 

That ' s all right with me . 

I tell you, you leave 110rd ·•here you are and I 
c~n get you in four minutes . I mean leave word 
with Mi ss Spangler Nhere you'll be, because we 
could start on his budgetary matters , which would 
run half an hour . Now, I say, "Wr . President, when 
you ' re through will you give us some time on this 
thing ." Then I could get word to you, see? 

Let me just ~sk a minute -Guy, would this upset 
you very much, your office? 

Well , of course, the delay in puyment always makes 
any payment 

J:.xcuse me . 

Any delay in payment, ol' course, makes the payment 
harder to collect; there's no 4uestion about t hat. 
but I don' t t hink t ha t it woula cause us any great 
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inconvenience. 

>lell now, wh~ t a fellow would do, if I understand -
let me go over this thing again. I want to make 
s ure I under stand it . I ' m i n bu~iness ; the Govern­
ment ha s got to collect s ix or seven billion dollars 
in revenue for the f iscal year ' 38, and so we ' d give 
the Presi dent an estimate . unen wi~l we give him 
tha t estimate? Couldn't we - we wouldn ' t have to 
hola thut back, wouldn ' t have to hold back on that . 

(On phone) Bello? 
t alked to me . 

ilell, I d i d . He just 

tio we give him that ~ny t i me . 

No . Have to wai t until you get the r eturns in 
April . 

If the l aw was changed, you woulo.n' t • • •• 

\'1hat 1 s tha t? 

'I: he e s tima t e would be bused on the r e turns which 
came in, but without any money . 

The Secretary i s t alking ~bout the current yeEr 
now . 

O • ~onnell : Curr ent year, you c ould get them a ll right. 

1bgill : oe two changes tnat you 'd want to make, so far 
as your budget. Let ' s assume the ne~ system was 
going t o work . You' d submit - could submit on 
Jan~ry 3, wnenever Congr ess convened, a statement 
of the proposed expenditures for the ensuing f i scal 
year, sta tement of the actual r ecei pts f or the 
pr evious f i scal year , n statement of the estima t ed 
r eceipts for the exi sting fiscal year. You would 
not then at that moment give him D statement - give 
Congress a statement of the receipt s for the ensuing 
f iscal year, but on Apri l 15 you would do that . 

6 .~ . Jr: Based on wha t? 

~~gill : Based on your Mar ch 15 returns . 
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bu t I thought you said there weren ' t going to be 
any March 15 returns. 

be returns, but postpone the payment . 
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o •vonnell: '!hen t abulate them . "ee h t th " , w !l ey •••• 

~!ogill : 

n. '!. Jr: 

-.,eill : 

.cell: 

H .. I .Jr : 

Bell: 

l!agill: 

H • .! . Jr: 

rlaa s : 

H. L Jr: 

Bell: 

Oliphant: 

Bell: 

B • ..{,Jr: 

!f you have had your !larch 15 r e turns in, your 
estimate on receipts on Apr1115 ought tob e quite 
accurate, becaus e you ' re pr etty nearly betting on 
a s ure thing . 

I think this i s a nifty . 

uell, I t hink it ' s a nif t y, but of course it ' s 
"' billion two 

• • • for ' 38 . 

\/ell , it would be a ll( other time , but it means 
tnat we ought t o be able to come - well , m~ke all 
the d ifference i n the world . I mean • • .. 

Sure . So f ar a s your income t ax is concerned, your 
l1abili ty is fixed on !&arch 15 . 

'1/ell, it's a question, I think, of balancing the 
Hccuracy of the estimates; c ert ai nly ought to be 
accura te under this system . hs for the insolvencies 
a nd things of tna t kind 

This is iru'lationary . 

Sure, it' s a hel p to business . 

It means that we ' ll t ake how much less away from the 
business man this year? 

Nell, jus t temporarily; they can keep it another 
three or f our months . 

How much for three 1nonths and how much you keep 
for six months? 

Keep about a billion snd a half for three and a 
half months . 

This takes ell tbe guessing out of i t. 
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~uite a good deal . 

Aft er t his yeor you ' l1 always know it, because 
you will have received it in December. 

I stil1 think there ' s enough brains around the 
Treasury, if they' ll on1y go to work instead of 
playing a r ound here . 

208 

You've got t his advantage too: it ' s modeled after 
t he British sy stem - I mean it ' s been worked 
befor e; nothing new. 

You' d need to have some legislati on right now, 
wouldn't you? --.-...,,. 

You' d need two pieces . You ' d say , n·.re wish to 
r elieve business by giving them a longer time to 
pay the taxes . • 

Yes, tha t would be t he nnele, the play. 

I don ' t get it at all . ~hat you were t alking about 
yesterday is the perfectly ridiculous position that 
any Secretary of the Treasury i s placed in if he 
has to estimate 18 months ahead . That ' s right, 
isn't it? 

Yes . 

The same thing might be true of any other period . 
I mean your Treasury position isn't like a business, 
because you have this constant curry-over, ~thich is 
always reflected in certain things . Now, I hove a 
suggestion which is the sume thing and would work 
out to be the sWDe and gets away from this goddomned 
estimating entirely . 

.hll right . 

Did he say •estimating" or •es t i.lle tors•? 
• 

••e are getting away from the e stimating . 

But you still call it estimating . 

Oh, it is estimating. 
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0 1 ,;onnell: It is est ima tine except for the income t ax. 

oell: I t ' s esti mating f or that . 

O' Donnell : :!:he e s timate is a little more exact . 

1uylor : These ar e very r ough. not es which eo like this: 
"Sh~nge th~ law . Require t he President to gi ve to 
Congress aet~iled f i gures on tne pr evious f!s ~al 
year . If Toe c&nnot .~ove to l.Jecember 31 , suggest 
He &O to Sept ember 30 . " 

~ - . Jr : I Jon 1 t follow you . 

v-i.m11nt: Cn~onge th<l fisc11l year f r om July 1 to December 31. 

'i'&ylor : 

H. • Jr : 

7uylor : 

t.lugill : 

Tuylor : 

rl • • :. Jr : 

.J~<g !ll : 

'i es . I n other •. or 11s , here I s "llha t you ' ve got . 

"ell, I ' ll let Shoup argue with you on this . 

~ell , wait a minute . 

You only have to cha nge the law ~s to the date of 
the endi ng of the fiscu l year , so fa r . 

Yes . Tnen you rw·nisll'G Tre<..sury statement showing 
tne conditi on a t t he close of the f iscal year end &s 
of Uece~ber l , sho~ing the debt , what the r evenue is, 
any casu balances , etc . 'l'nen tou only reGuire the 
follo~ing f r om the President: Special r ecozmendations 
covering ne.: or r egulr. r activities . Over-all 
recommendations to cover tot~l expenditures . I n 
other ~ords , you estimate the expenditures. "Here ' s 
tne condition of tne Tr ebsury , " bOd so on. Then you 
have special r ecommenda tions, if you want them, epply 
to the necessity for !ncr~Lsing the r evenue or decreas­
ing the expenditures . 1nen you have comments on state 
of business, if advisable or necessary . ~nd t hen the 
Tre~sury will give detailed estimates on productivity 
of any t ax t o Committees in Congress . 

Well , l et some one of these other fellows argue . 
I ' ll listen. I'd rather l i s ten. 

1/ell , that - I think thDt 1 s a ll right; I 
jus t depends on how fa r you want to go . 
is s aying, as I get it, is thi s . We e ll 

mean that 
.~bat Wayne 
approached 
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this thing in much the same way he bas . It ' s a 
question of where you went to stop on i t. You 

2~0 

can tell with comple t e accuracy - leave out the 
\jUestion of changi :tg the fiscal year, and you can 
t e l l wit~ complete accuracy how much you got a s of 
some period in the past . You can also t ell with a 
pretty good degree of accuracy what you•re going to 
get for the f iscal year you• re in. \;on • t be per fec t, 
but be fairly good. No•t , wnore :rou get your trouble 
i s estimating for the future, for the fiscal yea r 
tnt.t begins lat.,r. No.v , •lhst .layne i s SEying, li S I 
get it, is this: vhange this Section 11 so that you 
only have to give tnese two things t ha t you can do 
with ~ good deal of tccuracy . And tnen, as fa r a s 
tne ensuing f i scal year is concerned, nave t ne 
Pr esident say, "I propose expenditures of such and 
such a cha recter, anu tney tottl so much, <nd I tnlnk 
t h& t the revenues wi ll be aae •. ua t e to meet tha t• or 
"I tnink you ought t o h& ve sor.Je new t&xes to enable 
you to meet i t. " 

But you don ' t nts ve ~> fix ed figure . 

But you don ' t commit yourself to a ny f i gure for the 
r eceipts , or " t least keep it nebulous . 

Tha t ' s not a s good tS this . 

nhat? 

ltlbt's not as good es this . This thing that we ' re 
t alking about no .. would be the way - if I ••toS in 
business, the way I' d be running my business . In 
other ~ords , I ' d get everyb~y together - you do 
tn11 t in ; our business - I'd ge t everybody together 
and say, • Nel l , boys , how much did se t ake in, how 
much d i d ve spend, t. nd what i s our net position for 
t ) 7 - I me8 n ct~ lendar ye&r ' :38, based on what .ve 
.Know business is in • :37 . 11 Ana that ' s wha t t his does 
for the Government . 

I metm your ('I'aylor) thing sti ll leaves an open end. 
1he President can ' t guar bntee t hose · · · ·• 

I •m not sugges ting th11t he should . 

\?ell, I •.••• 
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lne only thing he gutrent ees is the expenditures . 

11ell , he can ' t even guarantee that . He can ' t even 
gua r a ntee that . 

But he has to make e recommendation about expendi­
tur e s . 

Right. 

All r i gnt . Now, looK - no.f, if you s how a s or the 
c lose or December Jl, or NhPt ever period - call it 
~eptember JO - tha t you r~n e t a deficit or X 
Lmount, wny , I Lssum~ t ha t you ' d wa nt to either 
incr eLse t ne r .,venues or uecre~ose the expenditures 
f or tne current period - I meun f or t he coming perio~ . 

~ut I - he st i ll- the Presi dent,.through the Direc tor 
of th~o Buaget or t nr ough me, cun • t give b f irm f i gure 
nhi ch wi ll have a ny a ccur <CY a s to r evenues , even under 
your pl an . 

No , I duck the r evenues . 

No, you said i n the Presi dent ' s mess age, 11 I recommend 
so many expenditures; I thi nk the revenue will be 
s o e nd so ." 'lha t 1 s 6n e stim~> te . .Vhat •s the diff er­
ence? 

'lnRt ' s what I don ' t wunt to s ay. 

Toe. t ' s wna t .fe ' re s~oy in.. no;; . 

It concentra tes on the f ac t tha t you have this 
const a nt c arry-over , Gnu t he only t aing you Know 
is how much tney spent tne yea r before and what 
your position is ••••.. 

'l'ho.t' s exactly wha t we know now . 

••• a s of the close of business . Then you know 
t ha t if you don't l ike tht t position you' ve got t o 
do sometning ebout it . 

~ha t s acrifices your budgetar y control over Congress . 
It ' s leaving too much to Congress . 

I don't see that i t does . 
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Leaving too much in the dark. 

Lt isn't a budget. 

No. 

It isn't a budget . 

That ' s the point. Let t he boys think over wha t 
1ay lor is saying. Hut I thin.t that the Shoup 
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thing is - it gets - puts my feet back on f irm 
ground . That ' s what I like &bout this thing . I 
~ecn I think ~his won' t- it ' ll be a little bit more 
oifficult, but not much ~ore. Listen, you (Belvtring) 
would r cther have thc t then have me say, •Listen, I ' d 
liAe you to go over ana eAplain why you were 400 
million dollars o.ver on your esti mates, " .voulun ' t 
you? 

Of course, you've got to r ea lize there ' s going to be 
a hi~ tus in ther e . 

'.i.'ha t • s all right . All I ' ve got to do on this now 
i s to ad j ust my borrowing . 

'lha t' s all. 

Th& t • s all . l.nu I've got - simJ)lY got to borrow 
h hundred million of dol l ar s more to carry me tbrough, 
Lnd ~hat 1 s ull . 

Probably a billi on und Q h&lf dollars between now 
end July . 

•·nd on that bosis, ad jus ting your borro.rl.ng and 
properly admini~tering your general a ccounts - I 
t11ink I •11 oiscuss it with Dan; thers ' s a way to 
work it so thn t you won ' t run a risk of insolvency 
in 

On tne part of the llovernmont? 

No, insolvency on the par t of the t axpayers. 

This 
some 
s tep 

would push me AinJ of hard . I 1o h~ve to do 
- beginninE the first of J anuar y, J'a have t o 
on it on the borro.tng; and we mi ght nave to 
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borrow 150 million uollars 
of 50 or 100 . Tha t' s all. 
thing out, can do it right 
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on bi lls a week instead 
But It& can work that 

in the bill marke t. 

knd inci dentally , I never once rubbed it into Burgess 
\.hu t he advised me to t tJlte an extr a 500 mill i on on 
the 15th of ~eptember, vnd walked out of here and 
sa i d , "Ta is is the fi rst ti.me you t.od I have had a 
ma j or difference." I never rubbed it into hi m once . 

Let ' s think it over. vould this be done on one sheet 
of paper between now and 2 o ' clock, fairly simple? 

Sure . 

What? 

Yes • 

Oh yes . 

I t could . I' d like to hrve it . Could hand it to 
me, Magill , or Shoup, or Bell, or somebody; let ' s 
give it to Bell, so that he can take it over to the 
·•hite House at t.vo o ' clock. 

•md t hen you (!lag1ll) leave wora waere you are and 
I'm sure the President will want to see you . 

I'm going to lunca .. it!l Gas ton • 

And ~noup you leave Nora where you are, please . 
Lcnvt. it ~ito :.:r s . Spont;ler, IYilO is oy o;m oper11 tor • 

~rs. Spangler, yes . 

S-p- a -n-g- 1-e-r . 

It won ' t slow up the audits of returns . Guy could 
star t the audits right after the r eturns are in, Just 
the same . 

I tninA it' s a knockout. I ' m crazy about it. 

Uight even have an aovantbge •••· 
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o •Uonnell : Ur. Secretary, you might want t o postpone the 
payment , not make it due July 1, because a good 
many people t nticipato t he payment s , and t hat 
would throw us into the l"isclll year tha t is ending. 
It mi ght be better to muke 1t July 15 or August 1. 

rl . l . Jr : .. rrj? 

o •uonnell : I t will upset your situation agein, because in ~arch 
no11 .ve collect in t he first 15 deys of March the grea t 
bul~ of the income t~~ collections, so that 

!:e 11: You even collect some froc January 1. 

0 1 Jonnell : •·e don ' t l'lant to cao<e July 1 the due datt>, because 
~nat Rill put most of it back into J une . .~e aon' t 
w1mt it •..• 

n .. Jr: ooell , make it July 15 . lal~oke it July 15 . I'd muke 
them pay n:;.lf , .voulJ n ' t you? 

O' Donnell : Yes . 

• J • •• Jr : 

Eell: 

.i • ..! . Jr : 

Snoup : 

:l •Donncl.l : 

Gns ton: 

Bell : 

H . ~ .Jr: 

Shoup: 

ll.J . Jr : 

Shoup: 

t.!ake it Jul y 15 . 
.lake it J uly 15 . 
Oc tober 15 . 

And oeceober 15 . 

Ne LlWLys ha vl! 1 t on the 15th. 
Thtn your nl!xt dey would be, say , 

~ecause September is ~ l~ays b~a . ~ake it July 15, 
October 15, End Dece~ber 15 . 

Becember 15 - two months ' interval . 

That' s a ll right. 

Or make it October 1. 

I' d make t hem the same da t es . 

No , I•d make it July 15, October 15 - and could you 
make l t January 15? 

That ' s al l right as far as this is concerned. 

•'/bat? 

Doesn't make a ny differ ence so f u~ cs thi s goes. 
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There is this advant~ge : ~hey won ' t be comnl e i ning 
tht t we 're t aking all thnt mo ney out of the m~or·ket 
jus t before Christmas . 

l',ny not m;;.ke it 50- 50, 50 percent payment in July 
<> nu 50 perc.mt payment in Oc tober? 

Or rmother 50 percent in llovembt:.r . 

Or November , yes . 

Oh, I tnink three peyments . 

You ' ve got four pr.yments . Under tnis ne~ scne~e 
1 t woula be three prymcnts 1 ny~vy . •HIY not cut it 
~own to t~o h~lf pLyments? 

Hurt r. lot or people ' s lv bits of budgeting . 

I ' d be incli ned to j us t ch~nge t he one, lelve the 
July 15 and lea ve the others . 

In Greet Britain the people utudy the tax r e turns 
uuring the sum:ner, they mr ke un assessment in the 
fLll on tlie t r.xpayer , tell him how much he hl s to 
PLY , tno-n ho- llt s t o va Y the full &mount in t .. ent.:y -one 
a~>ys ; E: nd I l:elieve itE prys 1t in ful l , with very 
I't .. exce ptions - in on,; lWip suo on Janutry 1. 

ifter you once ~ede tne ch~ge, i t wouldn' t mr.ke any 
a ifference if you still htu four payments . 

St ill cro~ds too c ucn ovt:r in the other f 1scEl y .. ~>r . 

Yes . 

11e can work the t out . 

Yo u• ve go t time on the thing . But as to the i dev -
do you think enough oJ' it, Don, t htJt we could Jus t 
g ive i t to the Presi den t , say , to sleep on it~ 

Yes I think very ~ell of i t , but the tiroe is shor t 
to ~tke s uch a r ao!cal ch~nge , rnd if we ' re goine to 
m~ke f chenge ol' thiS ch11 r~cter in t he income tax 
collections n:d reporting to Consress, ::e •ve &ot to 
r ecocoend a change in t he whole budget PLCbinery . 
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I don ' t .rno1v whether you remember or no t , but I 
recollllllended to the President the t the day on wnich 
the budget is to be submitted to Congressshoulu be 
cnanged to February 15, t. nd he sai d tha t he agreed 
wi th it a nd woul d go along , but he didn • t wan t to do 
it last y ear ; because we need more time in the Budget • 

~·urthermore , you hHve D Pr esident coming in every 
four years on the ~Jth of J a nuary, and he just con• t 
accept the bud&t.t th~t his preaecessor submits . 
It ought • o be changed from tha t standpoint . 

~ ebr m. ry 15 . 

nell , no . I said Febru1.ry 15 before t his ceme up. 
No..,, if yo u ' re going to change this up to npril 
15, tnen I thinA th~ Nnol~ budget oucht to go up on 
"Pril 15 . 

,:h1. t• s Congress going to do during the first t:1o or 
three months? 

Just ~os tney a re doing nol': : H1.ve t neir hee rings on 
~11 or the a ppr oprit tion bills a n i get th~~ r eady to 
subr.1i t the wee~t t ne budget eoes up . 

oihat about the farm bills? 

Include a fe~ of them . 

von ' t !{no~ ~nt.t t ne mon~y situation is . Be passing 
fbrc bills in tm. t hit. tus . 

• 11ey pass them no .. end they don ' t !{Dow whl'- t the 
money sitUBtion is; 11' th ey dia , woulcn•t p»ss tnem, 
probably . 

uha t you say loses tne adv&nttges I want for tne 
President . If he sends u budget messc.ge up befor e , 
then he indi ca t es wnv.t he thinks expenditures should 
be t.nd (;ongress works on those for three months ; and 
at tn~ end of t hree months they have l'lorked on these 
expenditures und theY ei ther have or bzven' t passed 
the bills the way he said . Then he co~es along on 
t he 15th of <.pril Lnd it gives him c much more eccurcte 
counce of sEnding nis estimates - reco:nmendations btsed 
on the ecti on Congress took for the fir st t hree months . 

Regraded Unclassified



Bell: 

Taylor: 

Taylor: 

G~oston : 

Tty lor : 

Ollpll~> nt : 

'i11ylor: 

Ollphtmt : 

Oliphant: 

ii • .4 . Jr : 

Oliphant: 

H. !.t . Jr : 

OliphtJnt: 

H. ;t. Jr: 

ou,..h~nt: 

-)0-

Of course, that ' s not E budget. 

That ' s just what I ' m t alking about . 

No, only send up an estimate of expenditures . 

Well, that ' s just what I ' m talking about. 
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But you lose the benefit of a budget as a guide to 
Congress in that event. 

11e11, I t hink it ' s a damn good positi on to be i n . 

Suppose you1 re a men who t akes his legislative 
duties ser iously . You• re entitled to Know, if 
you're a conscientious legislator, wh2t the 
position is, i f you aon 't want t o throw away money . 

"ell , you 1 ve got your l&st year ' s experience r ight 
in front of you. 

No, under this plan you ' ve mer ely got the estima tes 
of expenditures , no ide~ how much money is going to 
be available during that period . There will be press­
ing na tional problems and they will be entitled to 
all the da t a • • •• 

•• hich way are you ~rguing? 

I•m opposed to the i dea of postponing sending down 
estimates of receipts . 

Op~osed to what? 

Postponing sending down the e sti tutes or receipts . 

I'm talking about estima tes of expenditures . 

You say send them on the 4th of J anuary and t hen 
wait until the 15th of April on receipts . 

Are you with me? 

I t hink i f you will adopt this other pl £n, so that 
your receipt e stimates are dependable - then I think 
a conscientious legisla tor i s entitled to that 
inforlil~ tion. 
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When? 

Januay 4· 

Jus t one good argument thnt presents itself for 
d eferring i t, and that is the inaugur ation of a 
President in the mi ddle of J anuary; your budget 
ought to come along after Januury , and I should 
t n1nk thbt da te of February 15 would be all r ight. 

!low listen, that ' s very pr etty, if Dan- I'd like to 
s ee a President come in here on the 20th of January 
c:. nd i<now c. god- damn thi~ fbout the budget by the 
15t h of February . And you know he wouldn ' t , Dan. 
In three weeks e ne~ Pr esi dent of tne United Sta tes 
goi ng to Anow sometning about L budget? 

llo, but you elect a Presi dent in November and certainl y 
t he f irs t thing he s hould do would be to pick out nis 
Secret ary of t he Trea sury and Director of the Budget, 
~ nd t ney snould be in on ul l of the financit. l a n·unge­
ments made for the comine yer. r, so tha t .vhen the Presi­
uent comes in he can go over the fi gures a nd mGke such 
changes i n one month . 

'1he budget th&t is put out sbol.lla be his budge t . 

.. e ll t hen, don ' t muke it February 15; make it April 15 . 

Tha t • s ex~::ctly wh& t I 1m coming to . If you 1 re going 
to cnange the revenue pi c ture 

BE. sed on :.!.arch 15 retu.r ns . 

••• tnen letls change tne budget submissi on. 

To when? 

To April 15 . 

The whol e busi ness? 

Yes , sir . 

Then Congress would go ahead for three months without 
&ny budget to work on. 
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Except t heir bearings . They' d have t o go ahead on 
the bearings, thb t 1 s al l ; be ready to enact the 
&ppropriation bi l l s r ight ufter Apr i l 15. 

But i t 1 s t he fa r m bills and bonus bi lls und t he 
ba ttleship bills a nd all the other bills . 

1':e11 , may I say this . We hsve gone much farther then 
I thougnt we could i n one sessi on . I'd like to 
present to t he President on one pi ece or paper touay 
tnis idea of not collecting any money !'or the fi scal 
ye~r 1 38 until t he beginning of the first or J uly ' 38, 
b~sed on toe tLx r e turns of March 15, based on the 
calendar year 1 37 . That ' s your (Shoup) i dea . Now, 
I tai~ th~t • s a peach of an i dea . Then these other 
t nings, wnen the buoget messEge , and all that - I 
Jus t went t o give aim one piece to che~ on, see, Don? 
An i dea , tuis i aeu , Jus t the way I ' ve got it; then 
t hi s o t her t ning . So he could say, "All r ight, l e t 
me sleep on tnis , a nd you gentlemen come back tomorrow, 
come back Sr turaay, and I ' l l tflk to you about i t 
more . I want to sleep on it . This i s too r adical. 
you ' ve been t !!lking ubout this for a week; don • t 
expect me to gi ve you on onswer." Wha t ? 

That •s right . But 1 t hink he ought to have both 
pictures , the budget summa tion and t he r evenue 
changes . I mean they ' re going to ..• 

,Vell, all r ight. ..u right, put that all in. 
That ' s a l l rignt; put i t all in . I don' t ~ent him 
t o say no t to do it on the r evenue because we insis t 
on making the whole budge t go up on the 15th of 
Febru~ory or l5ta of J. pril. Gith this plan, the 
15th of ~<pril , you wouldn' t be a ny better off , you 
aon' t know- on your (Shoup) plan, we don ' t Know 
until "he ~arch 15 r e turns are in . Is tha t right? 

That' s right . 

What? 

I · ell, we would - i t would nelp some even if we di dn • t 
ha ve the ~arch 15 r eturns in; but I t a i nk the f act 
tha t we have the ~arch 15 r e tu r ns i n band i s t he 
bi ggest • ••• 

~ight a s well get t hat t oo. 
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I t hink it would be really pointless' not to wait 
for t hat; i f you're going to, then you reall y know. 

You would be nelped enyway. 

But l - even if you had the Uarch 15 returns in 
hand, you could give s very definite picture. And 
then your worries would be over, George, wouldn't 
they? 

Hans: On the income tax, which is my biggest worry. Still 
be estimating on the estate tax, miscellaneous t axes . 
Still some error . 

H.1 .Jr: But your big error is on business . 

nelvt r ing : On tnose other t axes, y~u Cbn guess close enough for 
two per cent. 

H • . , . Jr : 

delvering : 

ri . w~ . Jr : 

rielvbring : 

H .~.Jr: 

Guy, a re you willing tha t I present this in this 
form? Can I 4UOte y~u ts saying a t first blush you 
t hink it ' s hll right? 

Oh yes. 

1/hat? 

Jus t those few l ittle thines th£t happen ell the 
time, th&t will happen; thLt i s , insolvency, delaying 
payment , all tha t . I don't think they make any 
appr eci able differ ence. 

~1ell, let me have one piece of paper and I ' ll give 
it to the President a s a t en t btive sugges11on. How' s 
that? Then we can meet again. And Dsn, •m counting 
on you to bring that piece of psper over . 

I' m jus t delighted . I think it' s the most encouraging 
tning th~t • s happened in & long time . 
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TREASURY DEPARTMENT 

.... 
,. Secretary »organtha~ 

•••• Her.an Ollpbant 

Tbe Secretary or tha Treasury 1s under a poai tiva statuto17 

c!ut1 to file an annual report •on tlle aubj eot of finance, conteining 

est1Mtes of publlo revenues &Dd publlo expenditures for the fiscal. 

year then c~ent "t * *" &Dd al.so •tor the fiscal. year 11ext enauiog at 

- .-> 

t he t l.llle said report 1e eubal. tted . • 

The Director of tbe Budpt ia under poaitiYe stetuto17 d~ty to 

prepare the Budget for the President, wbo, in t~, is under a positiYe 

statutory duty to see that there is included in such Budget "hie 

est11oatea of the receipts of the GoveZ'nlllent d~ng the ensuing fiscal. 

year• as well as during the fiscal year in progress . Tbe Budget estiaetes 

are required to be set forth in au.a&1'7 end in detail. !be Secreter;r of 

t he Treasury baa no statutory function to perforll in connection Tr1 t b the 

preperetion ot the Budget • 

.Utbougb, in connection Tritb their respective duties, tbe 

Secretary of tbe Treasury and the Director of the Budget found, end tha 

President approYed, tbet an eatiJiate eo~d not be ll&de Tritbout an esti•te. 

ot the future lenl of 'business activity, &Dd f~bBr found that tber could 

ll:4lce oothiog which co~d be tairl,;y cberacterized as an estt.ate of eucb 

level, the dutr would re~~~&in to do the bast that co~d be done, with 

full liberty to malta &D1 qualitioationa and state &D1 us...,tiona iD'I'Ol"ftd 
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in 1uch eet1•te• u mght - warranted in order tu1J.T to dil~ 

the WICortain obaracter ot such ••U..tel. 
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.,. ...... 11, lt:rr 

11J oear Mr. Prea14o•'• 

llr. ~u ...... u ..,. I ..,. 
fti'J anx1ou b ••• 10111 'o4&7 ~ 
boY we a.re '' co allou' ••n-u._ 
_, 1•ar' • Nftflae. I baft a ....-
re•Uon wbleh I wolll4 Uke '• P"""' 
Co JOil• 

OD aooOW\' of J.laelll belnc • 
tbl I!Ul lJI 'he IIOI'ftlfiC 0 lf OOIIftnlln' 
tor JOU we woulO appnola\1 JOIIIP r1.-
1n& 111 an appoln, ... , Plgb' aner luoh. 

81DOIPI1J JGUr•, I 
rc:;qnodl B Morr:outb::.ll, Jr 

tne Prell4en', 

'l'lll WI:L1 h Ho1111. 
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!be pl'aa•t 1- ...... 1 ... the ....... , ........ , .. o...,...a 

on \ba tlr•t 4a!t ot tba HHioa o-..... eoaWaliiC - .. other 1'­

••\l,.,.\" or the J'Melph of t1oo O...a t ihftiiC t1oo •llllliiC thoal 

t oa:r, ,,,., .. Ia ., _. h ..Wl. Ia _. tt.. .. u.o ~· 
l\ h hopoodbh to .. \lM\a lll\ll ao-.., Ute ro.tph tor a portol. 

of elehi- ••\ba la .t-, pantCNlar17 lD ...s .. of \be ten tb&\ 

\llooa ,...,elph ara ~17 ..,.. ... ot 1•- iu01 *lah wlll bo 

eoll•o\ .. oa \he -.rit ot th& l ll-1 ot IUhlhall u4 IOI'pCII'a\loae 

t hat u a to be ...u ... h ~pan Ia tho htvo. 

ft. Mftl'Mir ot t-.e t o,....., at 1a1 a t \o lie reoal'f' .. ...-s~~o~ 

the na!IIC the&l ,_ eowl4 bo _..,17 1•-• .. It ho ·~ -• 

,...ala U.a "-· rtr.t, u.. 1- taa 1Ae -.14 be •••W to pre­

• IAt \h&\ i lia tlre\ half of the iu 'llftU be pal4 oa 11117 15\11 laat ... 

of I ll \w ll\otall-h oil ...,..., 15\h an£ J\ull 15\ b 111 a \ P"••••· fto 

r~lllr•al\\ Ute\ re.._ be tll .. oa ~ 15\h ebolll4 be reW .... 

8-114, \bo "'*'" af .._lph tar Ulo oenliiC f ho&l ,_ oCN14 be 

nbal \\ .. to c...,..., •• .llprll 15\11 lllt\0&4 of on \ ho tlrw\ 4a!t ot 

,,. ....... .. 
!'Itt rOtnll\ ot theta too cboqot ...,1114 111 tb&t \he te\laata or 

reetlph tar tilt ....... tloo&l ,_ oCNlll lla .aoh • re acftl'a\o \1101 

ai .,.,.., .. ,, •- U.o -'- ot In- t u .. to be r...tncl ...,.. .. 

t he tanliiC fho&l raar ...-14 1Ht Dowft &\ \ he \taa \be ""• '• ot 

reotlp h -u " _... a&e to tna '--" t ba _, • ..,.. oo&ld 

lit ............................. ftooal ,_ .-14 be -... ..... \Ito 

l"oo.,. ot tilt, .. , o&l..._ ,_, ... \ ha 1,._ tax ........ , tor taoat 

7..,. -14 bo h liMt prtw to \he u .. \hot tha ""•'a le .... 

Al\ho"'lo Ulo .. u ...... , ..... , ... u. ... """ \ hi ~- ... .-14 

DOt M -hrl&l17 atfot\ .. lr the prapo ... ........... , \llo 1- la 

\ lit -.., of the '"'-' of toW .,.. ..... reotlp\e .-14 bo -

ol4trall1a •1- "" I'OMtph ,_ the la-• iu 111'0 lr '"' \be 1..,.... 

unoortab taeter Ia ,..._, •••- ....... , ... 

J!lh ca 
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Dtceber 16, 193'7 

ror the past fflfl da.T• we han ID&de puroh&leo ot opot oil"" in t he 

Iondon markot up to a total ot l ,OOO,OOO ounce• each da,r,it euch ott~r• 

were !Mde at t he London tiring price. 

Toda,r london epot eilver woe fixed at the eqaiYRlent of 43.04/ per 

CI'\DCe, unchi!.III'ed fr0111 ;re• terc!q, but the fot'ftl'd ll'lal'ket, due to the 

tee11Q( of uncert&i.nt;y , wae fh:ed at the equhalnt of 40.58¢, ott 

•ore than l/31 tram ;yeaterda,y • 

.Utu the nx, 400,1)00 ounce• of •po' lil'fftr were offered to u~, 

which ,.ere accepted, IU1d after coneultation lrith the secrete.r;y an offrr 

ot 500
1
000 ouncee for1'srd eilvM" .,., &leo aeaephd for e.ccO\Uit of the 

StabUh&tion l!Und, Thh pu.rchaae in the forward market ""' made i n 

order to h~lp otabilhe the d1ver market and to prt!vont, ao far ao 

J:OIIible, ~ turther disturbence in the trftner&l coal!lodit)' market wblch 

1111"ht be oocaaioned b)' a break 1n ail 'fer at tbia time. 
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I. 

Estimate of Japanese a ssets in the United States 

As ot December 15, 1937. 

Short term funds 1n the Yn1ted ~tatee 

(a) 

(b) 

(c) 

De;>os its 1n the United States a 
Bills held tor ecoount ot Japanese 

(Data on the a~ve items are obtained 
through confidential reports to the 
Federal Reserve Banks ot New York and 
San Franoisco . Almost all of these funds 
are with Japanese agencies in New York.) 

De~osits with brokers, dealers, eto. 

(Estimated from the total reports of banks, 
bankers and dealers who report holdings 
under the category or the ' Far East•.) 

49 mi llion 

22 I 

1 I 

Total $ 72 I 

II. Securities 

( a) U. s. notes and bonds 

(b) Direct invest men ts 

(o) Corporate bonds and stocks 

Total 

III. Merchandi se, shlps, real estate, 
etc . 

Grand Total 

$ 25 t o !50 

25 to 50 

5 t o 25 

$ 55 to 125 

25 to 50 

$152 to 2~7 

• 
I 

I 

I 

I 

I 

':'he above esti mates are arrived at with the aid of: 

(a) List of subscriptions to Treasury note and bond 
i ssues of 1936 and 1937 in the confidential tiles ct the 
Treasury Department; 
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(b) Regi stered Government bond holdings 1n the files of 

the Trea sury Department; 

(c) Income tax returns by Japanese agencies and by non­

resi dent aliens; 

(n) Report of t he Department ot Commerce, who have made 

sacpl e studies ot some holdings of foreign i nvestments in the 

Unl ted States; 

( e) Estimated fo rei gn investments of Japan in all 

countri e s. 

Unfortuna tel y, except f or information t hat t he Treasury 

obt ains f roc the reports of banks, brokers and dealers, the 

est l mP tes of Js~nese ~ssets here are l itt le more than 

1ntell1eent p,ue~@s' We have used all sources available 

227 

that do not involve r otng into t he fie l d and making inquiries 

from numerous sources - - a program wh ich would doubtl~ss yield 

oor e i nf or mati on. 

To obtain more a ccurate info~.tiqn, t he quickest and 

QOst effective way woul d b e to sPnd at once an Internal Revenue 

o--ent t o each of the J apanese a gencies and ee.ch of the Japanese 

f i rms whi ch are operntin~ in the United States. An examination 

of t~elr books will r eveal infor ma t i on that does not appear on 

t!•elr income tax returns and that ls available t o us in no 

ot her ~ay . We believe tl~t the bulk or J apanese hol dings in 

the Uni t ed States woul d be revealed by such an exsmlnation. 

However , such a step would : 

(a) }.lake a very considerable stir 1n Japnnese quarters 

~~d f inr nc i al circles; 

(b) Probably cause t he Japanese to liquidate their cash 

~ssets as quickly as possible. They could probably convert 

most of their deposits and bills into sterli nc in a few hours. 

(c) It may have immediate political repercussions. 

Our estimates of direct i nvestments and security hold-

1nt s of J apanese in t he United States are much l arger than 

those made by the Department of Co~rce. However, in eaoh 

instance , on the basis of information ~e have, we believe our 

~st imate to more nearly represent the actual situation. I t 

must be emphasized, however, that there is no way of getting 

the fa cts short or investigation 1n the f i eld and contact 

~1th some oth er agencies in Washingto~. 
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In addition to the abo~e holdings, the Japanese ha~• 
verY substantial in~eetments in the Philippine Islands and 
in the Hawaiian Islands. We have been unable eo tar to 
obtain any data Which will help us to estimate the amounts 
so invested. DoUbtless there exist ln Washington some 
agenc ies whloh would bs able to give us more 1ntormat1on on 
thiS subJect 1t we have perm1Ss1on to get 1n touoh with people 
outside the Treasury. 
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letlwtt ot J apaMM Utlet e l a the Uftlte4 1'-te• 

AI ot Deoeaber 15, 1937 . 

229 

r. Jlhort tera t'w!4• 1n Jb• UllUfll """ 

(a) !)e-polllte lft tiM unuect ltatee • " a11l101l 

( b) Bllle heln t or account ot 3.,._. .. 

(Data on t h e .~ ... , lte .. a re obtained 
t h rough aont'1411\ t1al re-porte to tiM 
hcleral Reee!"'N Banb of ... York 1111 

22 • 

San Prane11oo. .U..Oet all ot t2\111 fWide 
are 1!1 tb Jspaneee ~e1ee l n lew Torte.) 

(e) De-pot!lta w1t.h bl'okere, d"lere, eto. 1 • 

(lett.&te4 fi"OII the total reporte ot baftke, 
~r• aa4 deal er• 'llbo re-port ho141nr 
under t he oategor7 of the .,." bt~t• . _ 

'!'otal • 72 • 

n . !~cur!t1tl 

(a) u. a. note• and bonc!e 

(b) Dlreot 1ft"NtltMIItl 

( o) Corp<ll'ate boncb and •toob 

Total 

III . l&eroha.n4lee, tlhlpa, real eetate. 
etc. 

• 25 to t50 • 
25 t o 50 • 
Sto ~s • 

• 55 t<t 125 • 

?5 !9 50 • 

t152 to 2-\7 • 

':'be aboft ""-•'-• are IU'1'1ft4 a t .t t'b tM &14 ot1 

(a) Lilt of eu'l)eor1ptlonl to \'l'aaeun aote aa4 bollll 
hRuee of 1936 aa4 19J7 111 tiM ooan4entt.al ttlea ot "­
'I'I"UIU1'7 Depu''-'tt J 
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( b) Reg11teN4 OOft~nt bOftd bol.d1Jip 111 1:he ru., of 
the !'rlllllllf'7 Depar'-' 1 

(c) IncotM tax retum1 b)' .Tapaneee &@enclee an« 'b1 noe­
reddent a11ne: 

2.10 

( d) ~eport o t ~ l>epe!',.,nt of eo-roe, 'lbo ban _.. 
1aaple etu41ee ot eo-.e holdlnr • o t' foreign lnTeet.ente tn ~ 
United stat e1; 

( e) r.et1&~ted t o re1sn 1nYcltD~nte ot Japan 1n all 
eountr1e1. 

U'n t'ortuMtel)', except t or tnra:-aatlon that the '!'NI!.Wl')' 

obta1ne t'ron t he reports or bankl, bro:t:.ere a:nd dealerw, t?w 
eet1Mtes of J np:meoe nsseta here nre llttle 110re thall 
1ntell1gent f!:l'"li!l!el!. ~e haTe •Jeed "'11 eouroee n•dll!.ble 
that do not 1n•ol•e ~n1np into t he t'1eld and mek1nR 1nqu1r1el 
t'roa numeroua source• - n prograa 'llhloh would doubtlell rteld 
110re lntor•.Uon . 

'Po obt111n 110r1 aoourate 1nt'o~tlon, the qu1ckelt and 
aoet ettect1Te v a)' would be to IPnd a t once 1m Intem al JteYenue 
a.,nt to eMh ot t he J11pane1e agenclee and each o f the .711'J)snele 
t'lrJ~II whloh are operating 1n the U'nlted Statu. An exaz11111t1on 
of ~helr booke 'lr111 re'ftal 1nfo!'llllt1on that doea not appear on 
thei r 1ncoll!l t:u: returne t!lld thllt 111 &Ta 113ble t o ue 1n no 
other wn:r. We bel1e'f'e t hat the bulk of Japanue hold1nrt~ 1n 
the United State• woul6 be r eYealed 07 aucb nn exaz1n11t1on. 
Howover, IUoh a • etep would: 

( o) Ucbt a Tel')' conelderable et1r 1n Japltlleee quarter• 
ant\ f 1nano11ll clrelee; · 

(b) Probabl)' caan t he Japenue t o 11qu1datc their oultl 
asee ttl a11 qalekl)' ae poe.tble. '!'her oodld probabl)' oon'"'rt 
most ot' thelr depoeltfl and blll l 111to eterllag 1n a te• hourw. 

(c) It mn7 ba•e 1~dlate polltlcal reperoues1on1. 
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P.ALOIIIAU or BLIGIWI RIOIIRD 

nat: aer1oaD llabu.,, Pari•. 

10.1 17:58. 

DAft: ~o-ber 18, 1917, ~p.a. (BIO'I'IOI OD) 

Lut 8&turd&T the rrenoh oolltrol 41d DO bua11ileee; 

on llond&J eoa• :toreip uobaz!ce na loet, ~·­

aoo,ooo,ooo :truoa &114 'fe4u .. 100,000,000 :truoe, 

aU:iag total o:t a 11 Ule o..,.r on ... halt b1ll1oll :truoe 

a1noe trend turned. 

'!'he ••• riUou :tor the deol11le ill the :truo u 

tho•• eat t or'th 1n rq 1134, Deoember 15 , -'•P•••, were 

&4'f&noed at BaDk o:t rranoe th1e 110rlil1111J. Bpeoul&tore 

haTe 11ltenened, aooor41ag to 117 oontaot, ill uUo1paUon 

o:t ~red poee1ble :t1D&ao1al or1e1e early 1n 1938. 

BaDk o:t J'ranoe 1e prort41ag dollar• &114 eterllDS 

wh1oh oonUilued 1n 4ea&lld. todqJ ill balil.k etateMil11 t here 

were DO obUgee o:t 1JII)Ortuo•. Gold. ooine higher &11.4 

HDtee lower 1D ataoephere o:t 4epre .. 1on Wb1oh hU not 

been helped to41;r by publ1oat1oll o:t the general report 

w1 thout 1te annea: .. o:t the oo•Utee o:t 1Jiqu1J:f Oil pro-

4uot1on •to elt881ne preeent oolil41t1ou o:t rrenoh pro4uot1on, 

talt1ag into aooount u1et1J18 lan, &114 to propo•• -•• 

to 1sprove pro4uoUon &114 1n a geDeral. ..,. the agrioultural, 

1n4uetr1al, &114 -•rot.al ·ftUu&Un1 , ereated br 4eor•• ot 
c I I _ 

.Auguet 15, lut. 
• BULLift 

U:IIMJ' Regraded Unclassified



• 

( 

H.I.! .Jr : 

operat or: 

!I .!.!.Jr: 
ur . 
ouphe.nt.: 

H.U.Jr: 

0: 

H.Y.J r: 

0 : 

ll.!.! J r: 

0 : 

H.U.J r: 

0: 

H. ti .Jr: 

O: 

!!.U. Jr: 

0 : 

H. I4.Jr: 

0 : 

H. I!.Jr: 

0: 

H.!.! .Jr: 

0 : 

Ge~ Ol1phan~ on ~he telephone. 

All rlgh~. l!r. Oliphant. 

Kerman? 

Yes. 

December 16, lQ~?. 233 
4:00 p . m. 

I only go~ the full 1Dlpaot or wha~ you told me about. 
leaving Fr1da,y. 

Yes. 

Now, un~11 the Pree1dent hears -

Yes. 

From the Japanese. 

Yes. 

---
I ' m going to have t o ask you to e~1ok around. 

That ' s the eas1eet t.h1ng 1n the world t.o do . 

Until ~he President gets an answer from his message 
which i s after all -

Fine. 

On the verge of war. 

Fine. 

And I don't-
I know it ' d merely mnke at. most - i~ would make the 
d1!terenoe between driving down and going down on 
t he train. I~' a the simplest t.A1ng in the world. 

No, no. You don ' t - I mean about. leaving Frlday . 

I know. 

Oh, i~'e - well - Oh I didn't - are they driving. 

Yea, 1f I left FridaY I ' d drive, if I left later I'll 
go on t he train, and 1~ doesn't matter. 
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0 : 

H.II.Jr: 

c 
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Well, I'• gq1ng ~o aek 70u, 1t 70u don • ~ a1nd, 
ott1o1al}¥, unt11 the Pree1dent heare troa the 
Japaneee, I want everybod7 on dut7. 

I'll be rlght here, rlght here w1th bell• on. 

'!'hank 70U. 
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Operat.or: 

H.U.Jr: 

cochran: 

H.U.Jr: 

Cochran: 

H. J.I .Jr: 

cochran: 

!' .!.I.Jr: 

Oper e.t.or: 

H.LI .Jr: 

0: 

( H.!! .Jr: 

0: 

H.!.I.Jr: 

0: 

Cochran: 

H.L!.Jr: 

C: 

II .U J r: 

C: 

H.!.I.Jr: 

C: 

H. l!.Jr: 

( 
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December 1&, 1937 . 
4:05 ., ... . 

Go ahead. 

Hello. 

Hello Mr . Secretary. 

Yes. 

Hello . 

Go ahead. 

Pardon me. I don't. hear very well. Hello. 

Hello. 

I can't hear h1m. 

All r1ght. 

(aside) I don't know what. 1t. 1s, but. you can listen, 
th1s 1s Cochran trom Paris. Hello. 

She says she w1ll have to call me back. 

Oh, all right.. 

sorry. 

Hello. 

Hello. 

Can you hear me, Mr. Secret.ar,r? 

Yes . 

I saw Rei& yeeterdo.y. 

Wb.o? 

Reist, Prote&sor Reist. 

Oh yes. 
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H.U.Jr: 

0: 

H. U.J r: 

C: 

l! . !.I.Jr: 

0: 

H.IJ .Jr: 

C: 

H. !J .J r: 

C: 

( H. Lt. J r: 

C: 

H. LI. J r: 

C: 

H l!.Jr: 

C: 

H. U. Jr: 
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H.U.Jr: 

C: 

H.!A.Jr: 
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The1 lUte the 1dea of go1Jls t.o America in Januarv 
or Febru&r"l. ~ 

Yes . 

Actually on 1our invitati on. 

Yee. 

To listenere on t.be eide. 

Yes . 

When Rietler was here, he suggested to me two 
lectures . 

Yes. 

The first tor h1s Ins tituti on, to be given up at. 
New York . 

Ye s . 

And t he oecond in t he washington Fo:rum 

Uh-hl.lh. 

Reist would prefer to give only to one in New York. 

That' s all r i ght. 

I c t hat. agreeable t.o you. 

Ob yes, entirelY. 

Fine, because he doesn't teel like preparing a 
speech tor such a big meeting. 

well, you mean he wants t.o g1ve that. one that. 
Professor R1efler 1s tal king about, before the 
Foreign Trade Policy? 

count.e on tore1gn rela tions, I think 1t. is. 

Foreign relations, tha~'s all right.. 

That ' e all r1ght , 1f he gives onl1 one. 

It doesn't make, I don't. care whet her be g1vea one 

or s1x. 
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H. li.Jr: 

C: 

l! . lLJr: 

C: 

H.!.!.Jr: 

C: 

H. !I .Jr: 

C: 

I!.U.Jr: 

C: 

c :i.!!.Jr: 

C: 

H.I!.Jr: 

C: 

!:l.!.!. Jr: 

,.. 
v o 

H.!.I.Jr: 

C: 

H .L! .Jr: 

C: 

( 
H.U.Jr: 

- ~ -

I eee. Fine. 

Good. 

And Reist w111 eee Bonnet on ~aturday. 

Pardon me? 

Rei st is to see Bonnet on Saturday. 

And what am I to do? 

237 

Oh, nothing y et. But be suggested t hat I see Bonnet 
tomorrow. 

Yes. 

To tell of this new 1nv1tation. 

YPS. 

As you put i t, to discuss t he economic situation of 
France . 

That 's all right. 

And R1efler 1ns1eted to me that the t rip &hould be 
looked upon as an official vi&1t under the tripartite . 

The trip would what? 

Tllat the visit should be looked upon ae an oft1o1al 
vie1t under the tripar tite arrangement. 

Well I don 't ~~ow about that. 

Well, that - t hat wae Just the point I wanted to 
check w1 th you. 

Oh! 

Because I want to eee Bonnst tomorrow, I want to be 
absolutely right. 

No , no. We don't li~e that. 

Well, that - that was the point, because -

No, this 1s eort of aem1-1ntormal. The TreaaurJ w1ll 
aak him foraall.,J, but I don't want to make it too 
formal. 
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I mean i t. was my understanding i t. would be !mown 
purposely that. you had invi ted hi• over. 

It. will b e known. 

Was coming as your guest.. 

That's right. 

But we don't need t o say that he's to come to diseuse 
the tripartite arrangement. 

Not - no. 

Well, he 's coming under t hat. 

No , no , no. That's - that will be Just what I don't 
want. 

Well, that ' s - that's why I asked , - I called tonight. 
Then there ' s a queetion as to whether I should eee 
Bonnet tomorrow, or let Reist handle it alone. 

Oh, I wouldn't push it. I think I'd let Proteeeor 
Reist see him. 

Let him see Bonnet first. 

Let him see him, and then it it's acceptable, then 
I will send a regular cable, through the Stato 
De _>artment, aelting him, eee? 

surely . 

I mean it -

I shan 't see sonnet until atter I get Reist 
I snan't see Bonnet until Reist - get his reply and 
give it to you. 

No. Thi s i s something that I want the Freno~ to 
let. Professor Reiet oome cheerfully. It i sn t 
something that I want to urge. 

No, no . 

you aee7 

Yes. 
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H.l!.Jr: 

C: 

H. !J.Jr: 
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H.!.!.Jr: 
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H.L!.Jr: 
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H. L! .Jr: 

C: 

H.l!.Jr: 

C: 

H .!LJr: 

C: 

H.l.!.Jr: 

C: 
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It ' s something that I 1 d l1lte t.hem to do cheerfu1l,y. 

F1nl! . 

Now i f t.hey have any worry about Professor Reist 
coming over here, why Just forget 1t . 

All r1gbt then , I'll let h1m make h1s arrangements 
entirelY with Bonnet. 

That' a right. 

And t.hen I ' ll repor t to you before anything else 1o 
done . 

That 's r1gbt. 

F1ne. 

Thank you. 

But I have a couple more t hings. 

All right. 

If I may both er you. 

That' s all right. 

• -

The situation- may not be awfullY good in January. 
I mean you saw the trend, change a little bit this 
week . 

I see. 
They've lost half a billi on franca thi s week so 
far. 

Uh-huh. 
And the other t hing. Rouef wants me t o come t o , 
sweden, but not for tr.o or three months, so let s 
not mention tha t. 

All right . 
Then the other thing, Bullitt answered ur. Smith's 
letter on t hat oonsularohip. 

What ' s tnatt 
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I eay Bull1~wrote to Mr. Smith. 

Yea. 

240 

And said that he wa• aaainat . ~ consular tbie year. 

Oh! 

Unless I could be apecitically designated as 
financial. 

I see. 

I Juet ~anted to let you know about ~bat. 

I see. 
Then he said it w~G only the prestige of W1leon 
if there were t wo ot ue. 

I see. 
Then the other thing, wlll Just take a minute, 
I c8111e back from the States, I round that my 
Treasury telegram tile and the message that my 
assistant had sent while I wae away -

Yee. 

Had been made available to 
arrived Flrst secre~ary . 

use, a newly 

H.U. Jr: Yes. 
I took exception slnce I b&d a,lways assured you tha~ only the AJDbaeaador and the consular should C: 

H.U. Jr: 

C: 

H.L! .Jr: 

C: 

H.U.Jr: 

C: 

see ~hem. 

Yes. 
And ~hat had been my understanding of your wUbea. 

Well 
Now - Bulli~t nae written you about it . 

Well, ~hen I'll wai~ un~ll I hear rrom SUllitt. 

Flne, because be aa1d - couldn't see blm, and 
you'd have thlS man report on tln&nce htmeelt, 
you mow. 
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Well, 1! Wr. - 1! Bull1~~·• wri~~en, I 'll wai~ 
un~1l I hear trom him. 

Fine. Well I Just wanted ~o let you lt!low tha~. 

All ri.gb~. 

Then on this trip, down to Baale 
do you remember that Yr. Hull asked me to ~alk 
trade treaties to his friends? 

241 

H.U.Jr: Yeo. 

C: 

H .L!. Jr: 

C: 

H. !.I.Jr: 

C: 

"'.:.! .Jt": 

C: 

H.U.Jr: 

C: 

H. L! Jr: 

C: 

H . l!.Jr: 

Well the Department today after receiving my 
message thought that I had gone pretty tar. 

Yea . 

I can ' t replY on t hat, but I'm ~ell1ng you con­
t1dent1ally that I d1d have a pretty <Urect 
suggestion that I'd been under those 
three countries. But I mean this came t r om your 

I can't recall, but I· d1d 
want you to know I hadn ' t gone w1ld nt nll. 

Well, all I know was ~hat you told me that 
Ur. Hull asked you to do oerta1n ~htngs 1n Basle 

Yea . 
And you wanted ~o know whether it was all r1gbt, 
and I told you that any~hing ~hat ur. Hull asked 
you to do ot course do i~. 

Yes. 
I didn't ask you opeciti callY what !U'. Hull'& 
instructions were . 

Yeo. 
I d1dn't teel ~hat 1t was any of my buo1ness. 

Well I'm Jus t tell1ng you thiS now, that ~hey 
tbought I went a 11t~le tar, I mean 1~ -

Well they've kept me i nformed because they felt 
that Ln&smucb aa you represente~he TreaeuTY theY 
wantedto le~ me know tha~ ~heY r.ere upse~. 
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Yes. 

And they ' ve kept me 1ntormed of what happened the 
last couple ot days. 

Yes. 

Well I mean, 1t's really- it's gotten, that 
particular thing, it's etrictlY a state Department 
matter. 

Yea. 

And there ' s nothing that I can do about it, one 
way or the other. 

On, I didn ' t aak you to, I mean I wee Just telling 
you that I didn't do this on my own initiative . 

Right. 

At the same time I can't explain to the State 
Department t he whole thing because it came 
directlY trom the chie! himself. 

Well I reminded them yesterday , when tbey celled 
me up, that you had bed this conversation with 
L~. Hull end asked me if it was all right tor you 
to talk trade treaties in 

Yes. 
And I said - told them, that I told you whatever 
Ur. Hull asked you to do , ot course carry it out. 

Fine. 
But as to the mAthod of carrying it out, whether 
that pleased them or not , it was frankly none of 
my business . 

perfectlY ell right. Fine. 

All r1.ght. 
Just this othPr thing. You don't mind if I die­
tribute some more copies ot your New York speech, 

do you1 

No. Fine. 
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c 

C: 

H.U. Jr: 

c: 
H.I.I .Jr: 

- g -

Becauee ~hey were real ly intftreated. and 1~ had a 
very good etteo~ on thea. 

Fine. 

I'll mimeograph eome more and I'll aend ~hem out. 

Fine . 

c: I'm sorry ~o bo~her you eo muoh. All right . 

H.LI.Jr: That' s a ll right . 
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C: Fi ne. I'll be awfully epar1ng- only when necessary . 

:'.U.Jr: 

0: 

H .1\.J r : 

Thank you . 

Goodbye . 

Goodbye. 
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H.l!.Jr: Hello. 

December 1&, 111~7. 244 
4:22p. m. 

Operator: Mr. Keenan. Go ahead. 

H.I.I.Jr: 

Keenan: 

H.!l.Jr: 

K: 

H.U.Jr: 

V• ... 

H.U.Jr: 

K: 

H .!LJr: 

K: 

H.!.!.Jr: 

K: 

H.U Jr: 

K: 

I! . !! .Jr: 

K: 

H.U.Jr: 

K: 

H.U .Jr: 

Hello. 

Ltr. Secretary. 

Talking. 

ur. Keenan. 

Yea, sir. 

When I was up at the Hill, a little bit ago, 
discuea1ng the appointment or a United States 
attorney to take the place or ur. Simpson, who 
recently died . 

Where? 

In t he western part or the St ate or Washington. 

Oh yes. 

Homer Bone said that he'd go along ?11th the man 
auggeet&d by Senator Schwellenbach. 

Yea. 

In the course or a conversation he said that he 
wished t hat Schwellenbaoh would agree to continuing 
in orrice as a regular appointee, t he Collector ot 
Internal Revenue. 

I get it. 

Mr. Henrick, whom he said he thought bad an excellent 
record in tne Treasury Department . 

Henry? 

Henrick. 

Yes. Henry, like my r iret name? 

No, it's ~E-N-R-I-C-K. Henrick. 

Henrick, yes. 
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c !C: 

H.U.Jr: 

K: 

H.!.I.Jr: 

!C: 

H.!.I .J r: 

K: 

H.U.Jr: 

K: 

H.U.Jr: 

K: 

H. !t.J r: 

K: 

H.U.Jr: 

K: 

H. LI. Jr: 

K: 

H.U.Jr: 

- 2 -

Now t.he purpo .. ot my oall ie t.hia. we ha•e 
enough to do to take oare ot our own t.rouble. 

Yes. 

But he said he didn'~ know who would be toieted 
on htm it they got rid of tbie man and I'd like 
to know, it you oare to, whether you'd look up 
and eee whether Henrick i a a very good man. 

Now, let me talk -

It you'd like us to team up a little bit, We 
a1ght make a little, aort of trade along with 
Sohwellenbach, and eay, ~ell you leave Henrick 
and Homer go ahead with the other fellow . 

I tell you what - j 1 

Whereas, 1f you don't oare anything about it at 
all. We'll mind our own business and go ahead and 
put Simpeon in and let tne other people t ake oere 
ot the collector. 

All kind off ers nre accepted t1leee days. 

You know what I mean by t nst. 
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,._ 

Just - I tell you what you do. If you'll stay on 
the phone, I'll get hold ot a fellow by the name of 
Steve Gibbons. 

Yee. 

TaJ.k to htm and you can l1&ten and you tell him 
the details. 

All right. 

See? 

O.K. 

And you Just stay put, will you? 

All right. 

And I'll turn you over to Ste•e, if be'a in. I 
don ' t know whether he 'e in, but etay on. 
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( K: 

Operator: 

H.U.Jr: 

0: 

H.U.Jr: 

K: 

H.!.! Jr: 

0 : 

H.U.Jr: 

0 : 

c H.I.I.Jr: 

0 : 

H. I.! .Jr: 

K: 

H. t! .Jr: 

y. .. . 
H.}.! . Jr; 

K: 

H.U.Jr: 

K: 

H.U.Jr: 

K: c H.I.! .Jr: 

A.ll right . 

Hello. 

- 3-

Leave the Attorney General on the w1re and ia 
Mr. Gibbons 1n1 

I '11 1'1nd out. 

Pleaee. A.re you still there? 

Yea , I'm here. 

All r1ght. I'll wait until we hear trom 
We'll see whether ahe can get him. 

Mr. Gibbons ie attending a conference over 1n 
the Commerce Department. 

Well when he' e through, aelt him to call up 
ur. reen4n, will you? 

All r1ght. 

All right. Hello, Joe. 

Just a eeoond. 

Hello 

Yes. 

Jteenan7 

Yea . 
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As soon as Steve Gibbons oomee back, I'll have him 
call you. 

Thank you very much. 

A.nd whatever you two tellowe do I'll underwrite it, 
how about that? 

All r1ght. 

Fai r enough. 

T.bat'a tine. 

O.Jt. 
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( 

Operator: 
Jere 
cooper: 

H .L!.Jr: 

c: 
H. !J.Jr: 

C: 

H.U.Jr: 

C: 

R.U.Jr: 

C: 

H.U.Jr: 

C: 

H.U.Jr: 

C: 

H. !! .Jr: 

0 : 

H.U. Jr: 

C: 

H. U.Jr : 

C: 

H.U.Jr: 
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December 16, 19~7. 
4:43 p.m. 

Go ahead. 

Hello. 

Hello. 

ur. Secretary? 

Talki ng. 

J ere cooper. 

How are you? 

Fine, t hank you . How are you getti ng along? 

Oil, fine. 

Well that's good. Listen, I'm sorry to both er you., 
but I have a matter I r.ant to talk to you just two 
or three minutes, about =1 district. r.ould it 
b e convenient for me to see you some time in the 
morning. 

"ell now l et me just see , please. Just a moment. 

Or Saturday, would that be more convenient for you 
Saturday morning? 

No, tomorrow - bow's ten o ' clock? 

Well, of course, that'll be all right. The Sub­
Committee we' re working on, you ~~ow, meets at 
ten. I Just thought 

WhY don't you come 1n -
If I could get there at nine t hirty, i f that - be 
too earlY ror you. 

No. 
Give me a chance to get to the Sub-Committee meeting 
on time , or I could leave the Sub- committee meeting 
at eleven thirty and come down, if that would suit 
you. 

It ' s nine t hirty . 

Nine thirtY be all right. 

All right. 
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( C: 

H.U.Jr: 

C: 

H.L!.Jr: 

C: 

H.L!.Jr: 

c 

( 

- 2-

Well tnat ' ll euit me tine. Be much better, and I 
can get right to t he Sub-Co.mittee meeting then. 

All right. 

All right. Nine-thirty. 

Thank you. 

Thank you eo much. 

Fine. 
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