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SEcuRITIES AND EXCHANGE COMMISSION 

WASHINGTON 

February 1 , 1938 

-Ron. Henry s . L~orgenthau , Jr . 
Secretary of the Trea sury 
Washington, D. c. 
Dear Sir: 

Responding to your inquiry of this 
morning with reference to tho collDllent 
that costs of rogistrntion are an impor
tant factor 1.n preventing tho procuring 
of funds by small industries, I enclose 
a copy of a letter dated January 17, 
1938 from ffi1airman Douglas t o Represen
tative Mead. 

The letter, I think, will serve to 
answer such comment . 

very tr9{.P 

~N. Frank a~~~=sloner 

I ~-

' l 
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January 17, 1938. 

My dear Mr . Mead: 

I am in receipt of your letter of January 5 
with which you enclosed a copy of a letter which you 
had r eceived from a Buffalo business man on the sub
ject of the effect of the Securities Act of 1933 and 
the regulations of this Commission upon financi.ng by 
small business. You have asked for my comments on 
this l etter . 

The general problem of financing for small 
industry bas been of real concern to the Commission, 
and as a matter of fact is now being studied. It is 
clear, however, that this question is related to many 
f actors other than this Commission and the legislation 
under which it operates . 

The Securities Act of 1933 indicates that there 
was l egislative recognition that t he procedure of regis
tration and filing with the Commission might be burdensome 
in some cases for corporations desiring to sell only small 
amounts of securities . Section 3tb) of the Act gives the 
Commission power to exempt from the registration require
ments of t he Act additional classes of securities, to be 
specified by it, provided t hat the aggregate amount at 
which any issue so exempted is offered to the public does 
not exceed ilOO, OOO. Pursuant t o t hi s section, the Commis
sion has pr omulgated certain rules and regulations which, 
subject to certain conditions , exempt from the registration 
requirements of the Act issues ~~th an aggregate offering 
pric~ not exceeding ~100,000 . (See Regulation A of t he 
enclosed General Rules and Regulations under t ne becurities 
Act of 19.33.) 

Bov;ever, it is obvious t hat these exemptions do not 
cover t he situation of an issue of more than $100, 000 but 
~ess than $1,000, 000 , in the flotation of ~hich there are 
undoubtedly problems of high cost. lo!any of such issues do 
not come within the exemptions provided in Sections 3ta) 
and 4 of the Act itself, and consequently must be registered 

2 
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with the Commission. They represent the t ype of financing 
with which your constituent is concerned. 

Studies which have been made by the Commission 
indicate that the costs of underwriting, the expenses of 
preparing securities, a registration statement and pro
spectus, and the other charges of flotation are relatively 
high~r for small issues than for l arger ones. However, 
these studies suggest that, to a substantial degree, the 
causes for this difference are to be found in factors 
other than the Commission's regulations or the registration 
and prospectus requirements of the 8ecurities Act. 

I enclose herewith several copies of a tabulation 
recently released by the Commission, which presents a 
compilation of the expenses of flotation of issues regis
tered under the Securities Act during 1936 and the first 
six months of 1937, classified according to size . The table 
indicates that t he average total expenses of flotation 
were between 16% and 18% of t he gross selling price in the 
case of common stock issues , between 5% and 7% for preferred 
stock issues , and between 2 . 7% and 3% for bonds. Such ex
penses , expressed as a r atio of the gross amount of the of
fering , were noticeably higher f or issues of less than 
$1,000,000 than for those of $10, 000,000 or more . 

It is apparent that the explanation for a very sub
stantial part of this difference lies in the fact that the 
commission and discount t1.g., the compensation to under
writers or investment bankers for the distribution of t he 
issue) were considerably higher, as a proportion of the 
amount of the offering, in the case of the small issues. 
Expenses other than under~Titing commission or discount 
seldom were more than 2% or 3% of the value of t he offering, 
even in the case of the small est issues . It would appear, 
therefore , that Mr . Bowen' s estimate of $25 , 000 as the 
minimum for "setting up a security issue" was high. On the 
basis of data contained i n registration statements, this 
mini~um would seem to be much cl oser to ~5 ,000 or $10,000. 

Moreover, the breakdovm of expenses indicates that 
only a portion of the fees and expenses other than commission 
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and discount is traceable to the Securities Act and its 
registr ation requir ements. The item in v1hich t here was 
the greatest variation as between small and l arge issues 
was legal fees and expenses . Although this, in part, 
may r epresent added costs due to the necessity for regis
tration, in large measure the necessity for such charges 
also existed prior t o the Act, and t here is reason to be
l i eve that t hen, as now, the proportionate expense was 
higher f or a smal l issue than for a larger one . There is 
ab1ays a tendency for such fees to have a minimum level 
below which they are not likely to fall , even when the 
issue is very small. 

This leads to v.hat is pr obably the crux of the 
situation with r espect to small f inancing . In my opinion, 
the pr oblems of raising capital for small industrial con
cerns existed prior to the Securities Act just as they 
exist today, and existed in the period 1927-1929, when 
business was pr esumably pr osperous , just as they have 
existed in depr ession and recessi on years . This is not 
difficult to understand. An investment banker natur&lly 
incurs certain minimum expenses v.henever he handles an 
i ssue . Therefore, he can afford to char ge only 2% or 3% 
on the flotation of ~10,000,000 or ~20 ,000,000 issues, 
rher eas he crust charge 8% or 10% on the f lotation of 
~500,000 or $1, 000 , 000 issues . Not only is it necessary 
to charge higher fees in order to cover these minimum 
expenses but there is some re&son for believing that it is 
moro difficult to disnose of small issues than larger ones . 
To t he extent that lar ger issues repr esent financing by 
substantial and well-kno~n concerns , familia r to the public , 
security buyers ere mor e r eady to invest in them. On t he 
other hand, when the issuing corporation is small and rela
t ively unkno~n, the t ask of selling and distribution is 
l i kely to be diff icult. The problem of covering the minimum 
fees and exoenses of accountants and lav~ers also has existed 
at all times . For these reasons it would appear that the 
weightiest pr oblems of the smell i ssuer existed prior to the 
enactment of the Securities and Exchange Commission. 

If I am correct in this conclusion, it is obvious 
that , in or der to satisfy the needs of small corpor ations 
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for legitimate f i nancing, we must have some new financia l 
mechanism in addition to the exis tent investment and 
commercial banking organizations . Some attempt to provide 
these facilit ies, as an emergency measure, ~~s made in 
1934. I refer to Section 5d of the Reconstruction Finance 
Cor por ation Act, which authorizes t he Corpor ation to make 
loans t o any industr ial or commercial business "when credit 
at prevailing bank rates for t he char acter of loans applied 
for is not otber~ise available at banks," and to t he amend
ment to Section 13b of the Federal Reserve Act r.hich author
izes t he Federal Reserve banks t o make working capital loans 
to established industrial and commercial businesses which 
are "unabl e to obtain requisite financial assistance on a 
reasonable basis from the usual sources" , and t o discount 
for or purchese from ot her financial i nstitutions up t o 
SO% of loans of that type made by such financial i nstitutions . 
It was the purpose of this l egislation to make available in
termediate credits which banks v:ere unwilling to provide 
because in most cases they r epr esented capital loans , and 
\',hich corporations were unable to raise by the sale of 
securities t hrough inves t ment bankers in the capital markets . 

Hov.ever, these industr ial loan operations of the 
Reconstruction l''inance Corpor ation and the Feder al Reserve 
banks have not been of major signi fi cance. In three and 
one-half years, the tv:o agencies disbursed total funds of 
l ess than ~250,000,000, end by 1937 such l oans had tapered 
off t o very insi gnificant amount s . Thus, it is possible 
that somethi ng more permanent should be considered . Among 
other suggestions , we have heard some f or a government 
intercediate credit bank or a federal mortgage corporation, 
both of which presumably v.ould use government funds t o 
provide credit for or purchase shares of small industrial 
concerns which are unabl e t o secure their caoital reouire
ments either from commerc~ banks or through-the ordinary 
channels of the capital market . 

I have gone to some length in commenting upon this 
pr oblem because it is one v.hich appears quite vi t al to me • 
At the same time, this l etter does not by any means repre
sent an exhaustive survey of the s ituation. Therefor e, if 
you have any further questions on this probl em I shoul d be 
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pleased to go into the matter with you and 1n any case 
~ould be gratified t o receive any ideas on this subject which you may have. 

I am sending a letter substantially in the same 
form to Representative Beiter, who for~arded to me a 
similar letter ~hich he had received from Mr. Percival v. 
Bowen of Buffalo, Ne~ York. 

The Honorable Jas . M. Mead 
House of Representatives 
\',ashington , D. C. 

Enclosures . 

Yours faithrully, 

~illiam 0 . Douglas, 
Chairman. 
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lir . Taylor 
:Jr . Oliphant 
Mrs Klotz 
Mr . McReynolds 
•t r . Gibbons 
..l r . Uph~om 
:.rr . Bell 
".J' r . Lochhellcl 
:i r . G1>ston 

Jast r.ig:lt I sts & little i"lorried about :&r . Ttlylor ' s 
attitude ab~ut tne deficiency ~n our Baby Bonds , Lnd 
I collea up j~c ; and I thought tn~ ti~e to do our 
t"lgh.:J\6 .v~os not. r • tn~:;r tm.n l ater, bec&use once it 
.;ets ~ut c.na b (;CO.~to:s Ln issue , it ' s pr etty hard to 
fight it . So th1 t on expl~>nation - j us t tell me 
t~.~ain . 

I t a lo:ed t o tnc ~lc:r..t of tht: Committee . Of course , 
toe clerK of tne ~ommittee is no t permitted to notify 
a dep1.rtwent .m~ot is soing to be i n t. r eport of a 
bill, but I s~o id , 11 I ..tno.v, :.lark, you can 1 t t ell me 
tha t , b ut my boss ""nts to go talk to t he Chairman 
of the Committ ee, if you ' r e not going to give us .vhat 
1e 1 r e <.sking for . I .vunt t o ..too>~ whether i t is 

necessa ry for him to t 1.Lt to nlm no.v .n He sa id, "Ito, 
it i sn• t necessc.ry for him t o tc.lk to him now. " 
d e sa i d , 11 You oi~ht get your fing ernails tri~ed 
a little bit, but ; ou :;on' t get an:t blooa on tneo . " 

lnat•s a ll right . 

So .•. 

That ' s all right. 

It 6ill be ull set . 

o. :< ., thanks . 

No>, :.~ .. c , on this matter, I understand tha t !Jr . 
:.leg ill r ecom.:~ends thl t <e r emove Collector Kelly from 
Ne .v Jersey . 
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JcR : 

H . ..i . Jr : 

t<lagill : 

li . I . Jr: 

;{lot;. : 

. : . . • Jr : 

..:n.;!.ll : 

.:led : 

fl • .• • Jr : 

J . . Jr: 

Gibbons: 

u . ·:. Jr: 

Gibbons : 

- 2-

Ur . Helvering r ecommenJs i t. 

( Smiling) Oh, it 1 s Hcl v;. r ing . I • m sorry . I made 
" rnist~lte . 

V~ry n8tur~ l mi s t Pke . 

I just ,.,,.nted to .<no,; wno the "butter and egg ma n" 
or J.;rsey City shoul<~ see •••• 

i.>ut truct •s not .:>r16 iru.l . • •• ,;hen he calls on us • 
I .. t>.nt to .cno•: .. no 1 s ~.oing to see i:.im. 

Have ~iu sec tnc ~.:>~1ss1on~r . 

Yes , R.:>s very oucn )lrt:f-.rs to s tliy out ol' pEr sonnel 
CLSeS . 

" ell , tna t 1 s .•. 

I t<.l.ceu to Guy about it . We t t.l'.ced t:bout 1t l as t 
weel! , c:na .ve hua t o have it back yeste r .:lvy . Of 
course, .;hr t ne di..l with it is just ·::m t ne oue;ht 
to do; tur ned it over to Llmer Irey , hcd him write 
up the rte ;>ort . .:e s16ned nh:. t Elmer put up . I 
star tea to ;JUt 1 t. b• c!t to hi"' yesteroey , tole ni:D 

8 

to rue ve tne conference bt!for e .;e sent 1 t in . HErbert 
:.nd ~ ta~ed it ov~r . He 1d cone over the crse . nnd 
;e botn f e lt ~ nc. t Guy, unless there ::tis so:ne reaction 

c bo~t ·:rni te H:::>ust support on it, might be i n &n 
e::barro.ssifli: si tuc t.lon .:>n tn; t ,>articu lEr tning . 

;,'el.J. , t<lis .::c.rri";; out. IllY understandi ng .vi th !lngill -
I jt:.; t t~:&se nLu - bcc::.use tn ... rc is no r eLson ·•llY ne 
snou.1J .;et in .:>n tnl:; . l mc&n if t. ny l:ooy g._ts in on 
it, being polHic&l , it .;oul..r. bt Gibbons . 

I n&ven 1 t seen it yut • 

.'lell , you might - I me11n this is a ve ry d ifficult 
one . 

I ' ll ~~e y.:>u & btt it com~s to me f irst . I mean 
tlle ,>oliti ci;.ns . 
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H.M.Jr: 

Gibbons: 

li.OJ . Jr : 

Gibbons : 

H.M. Jr: 

Gibbons: 

a._. Jr : 

H • .J . Jr: 

,J ci! : 

d • .>I . Jr : 

li . w.Jr: 

Haas : 

H. '.I. Jr : 
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But I 1d make & bet wi th you you wouldn't handle it . 

II ell .... 

I cean to { conclusion. 

Sure . I nave a gener&l i dea of wh&t this fellow 
has been ofter . 

I mean, without bei ng ••• 

Oh sure . 

I mean Just as well nandle i t in t he beginning us 
in tnc end ; do i t l n the end . 

9 

:.lac, .~n&t :tou can do for me on I'Thite House strategy -
I tniM tho;r e &re t::o tnlnes 11e c .. n do . ;~e cen usk 
the fello 1 to tland in his r esigna tion or .1e con lulve 
G.n 1..l t6rnl ti ve let ter r emoving aim, and l'lnen I go 
ov"'r there Wednesday for lunch "11th the Pr esident, 
1 1a l ike to t ake botn of t hem . 

All right . 

See? llnd will you get tho:;e letters - I mean you 
mignt ~s .. ell .teep tuis &nd s ee tn:::t - give it to 
:.Irs . tClotz so she can see I take it to the White 
House . I t' s a ver y difficult t hing, because this 
fello:t tCelly hos been v ery smt.r t . .That? 

I say ne • s smart . 

nut I might just a s well handle i t. 

But there i s no ~uestion of the f ac ts , and we don't 
have any alternative , it se~ms to me , anu even Guy 
admits ne doesn't . 

.. ho .1tnts to nelp ce out on small business men? I 
mean who is it that sits in on some of tnis stuff ? 
Geor ge, I moven ' t called on you recently . '.7ha t ? 

.1.11 right. 

I 1 l l give you - and I ' ll give these people an 
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t t. . J ,.: 

' . .. . Jr : 

10 
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t.,J.tlOincmemt , :.:rs . Klo tz , "eunesd~:y Efter my oeeting 
Ri th tae Pres i dent. 'Ihree o 1 ~lock i s open /leli.nesoay. 
!· ind out .:m. t tice - I don • t .mo•'l wnen I 1 m se&1n& the 
r'r es1oent - u.>ollt t n uour 1 see? 

.. ednes.1a, . Yt:s • 

.. ~ • 11 ltt G.,o r t:e s it in o n i t. And t hen tu .; r e a re & 
<.:OU:Jle .L;,ttt:rs <.:O.lll~ in froill tuese sm&l l business men , 
so.~e l etter s tn:. t .::hr.unce;.· nu .. una I d idn 1 t .-noll wbo 
to , 1ve tntm t o . 

:• ~. , tl<.r .. • s - bt.!'or ... , ou f1..llo •;s give ::~e Ei repo:-t on 
ao. to dt.n.. l t. t.nu b:.n..ini; si-.:ur. t i on , just thought ;;ou 1d 
.J" !.nt: er~s tea th· t ..:r . o •.:onnoc c u ne in h.st n i ght to 
s:.:J t;oo~-b: c to ~Je . J~l , t.ni s .cs .... e , no one else . 
f.n\l he stys, ''I .. vnt ":.o s ty :rooo- b;'e to you . '' I .:Jc, .n 
this too.- ;>l;.;:e; 1n .i'J o frice , noboa~· e lse ' s office -
in m:t office - 'nu :It s1 ys , "Tile only 1vr.y I c a n 
oesc ::- i be no .. I fet~ .l to,, r ... ~ ou - I love rou . " 

Look <. t Bell . 

Tne only ftllo .• t rol.lno to•n tn1. t .<:eeps his wor u end 
is " s-,u~re- sh~ot.c:r ;.n~ tret t e::l .lim prop .. rly, ~. no 
n;> vne e lst oroun-.~ t,_, m n~ s ,.;~; pt his ,•;or o . llut, in 
r.; ,.>e:. tin:: 1 t t ? soneLo•l., t :1c:; s:-1~; tney tno..tght ne 
~:....t b,..,r. a .: .. o -:1 tin._ t~ 1~1 ., .. 1 tn 1..liss~ L~n~i • 

. e ll, t:nls he.n - ~ b~.ct t.,r ::.cy t:tis ~ne. first . Then 
nt ·!>ites ~t; C::. .Jcmor,.,nv.u:~ : "~ · P. Giesnnini nLu ca 
c:mfe.r.:n~e. .;1 tn :.:r . Cro. ley ;;, : )J Sr tur...t"Y . Jr • 
.:lhr-.nini r ... ,.~u r l.""' · l't"r l.nL C;.>rJ.-trer.ce tru t tnc 
c .• '-lr-l~ t;olu. u.o. a .lt. .. uull.. gr bnt tli s bpplict tion 
t':)r br<.n..: .• tos .>: st:: t" btn.:s , < s re., ... e.st~;ol . ,. 

He .:nc. t? 

" . . • h., .. uul ... l! r~<ni Ills r.;>plic; tl :.>n for brbncntts 
or stat€ b~n.t:; , t.o~ re<,uesteu . ihis merely completes 
IllY •Kmor<-n...tUl.l t o ;,•ou of S~ turuay . " 

H'o: i OU (U,Jh&m) sort of t.cting &s secr tt:tt r y to tnls 
'l reLsury ~ou1.ui ttlle? (Ht. nos memo to Uph:·m) Is tmt t 
t.ll ri .. nt , .t. ;,·n ... , •. ith you? 

( :;.>...tS !ft;S) 
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H . .. :. Jr: 

Oli,>hnnt : 

H • • J. Jr: 

T1, lor : 

1! • . - .Jr: 

H • • • Jr : 

Oliph~tnt: 

H • .t . Jr : 

Olij.>hunt : 

H • • -i . Jr: 

O!i,>h1 nt : 

-~ · J . Jr : 

11 
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No.v, dear i.lr. Eccles t ells us t hey s erved notice 
on him~~ ye&r· ago: no mor e branches, ~nd - but 
t hey ' ll let him take on more sta t e branches . Now, 
who 1 s re::dy to t ell me l'lha t - is somebody r eady 
to report? Are you (Oliphant) r eady to r eport? 

Part of i t on ••.. 

l'.'&..yne? 

Hav~n • t g0t tne l egal Lspects of it ~: s yet . 

./ell, is that - could you lu.ve - ru s it got to you, 
or haven't you got t ice t o d i ges t the~? Tthat? 

1h~r~ • s t ~o questi~ns . , uestion of~~ li~e Tom 
S:nith ~u 'luestion of this sor t : - ..• 

ies . Little louder . 

l 'nen the gene r <.l -.ue3tion of tne Secr etsry of the 
Trec.sur~ 1 s l egc.l relt tionoJ t o all. the or g6niza tions 
concerned - a ll the o r jlt•n LZ!l tions i n to.:n '.'lhich might 
be concerned .. 1th tha t situation . And tna t l a t e r 
t11r ns out to be a bigger job t hen we antici pated . 

ihctl s ~11 right . 

It ~ill t~Ae ~:. day to finish i t up . 

J . : . Tht t 1 s 1-ll ri&nt . 

No.v , :>n t he fi r s t trung , w •• cn ... ~ l ao.! into th& 11 w 
.e fin~ v~ry rigiu l t s i slt tion beginninG &i ght days 

l ft er t ne Tre~sury Dep::. rtml!nt 1:a s organized , to j)r e 
vent j.leople from being ccplo~ ed who de~:l or have 
cnytning t o do wl t h deL ling in Gove rnmen t bonds . 
This ~:pparently :.cs not gone into ec.rli t r vhen 
I:ccles .vas nere o nd w.1en Tom Smi tn wes here . And 
it loo~s like tne only f edli ole solution fo r it, 
b.:> tn to leg:..liue i <leir e:mploymt.nt Gnd ~ive them 
l'ull access t o tnc r ecor ds t hey .vould need to work 
.:.l. th you inte lligently, wo tlld be for tnem to be 
eoJ)lOYt!<J - tneir nomiru. 1 &mploymer.t to be eithe r by 
,, , ;; , ~., _ or I . ... . r.~ . rutn~or tmm in the TreEsury . 

I t uoU&tn; - I tnought - no.• , ror instr.nce, .rht.t 
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Oli)lhunt : 

H • .J. Jr: 

Oli;>hant : 

H. - . Jr : 

ullpht.rit: 

iL-. Jr: 

Olipa:mt : 

H ••• J · Jr: 

Oli;nt.nt : 

[!. . .. Jr : 
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you 're tel l ing me surprises me very much, b ec< use 
I thought you L l ways t.oJvised me tha t only t' pplied 
t o tne Secreta r y o f the Tr easury himself . 

No, it applies ••.• 

'//ell, I nave never got any such ruling f r om you, 
because I have Lsked for this t wo or three times 
on account o1' my o.m f umily and tnen on account 
of othe r peopl e wno c. re in the Trea sury . And I 
have never been so r. ... vised ; t s to myself , yes , but 
not Gs to anybody else . 

''ell .... ..,., 
Positively never been t.dvised thE. t Nay before • 

12 

.'ell, say so yourself . I mean in connection Nith 
l'eople in this room .mo c&me t o work and - I Clean 
their list of securities t htt. you go ove r :lith them . 
-.nd I h&ve never, never been &-vised thl>t , other 
tmm tne Secretory of tnt Tre!.sury, t h&y couldn' t 
ov:n or bu;r or sell r. Gov(rnm~Snt bona . 

:/ell, a ll r e4uests l'or rulings by the department -
legt.l department - on tn~ legL l i ty of the cmjlloymont, 
so 1'c.r LS I .tnoll, h<.vc been vns ;;er ed • 

.. ell no .• , .:10 ;. o'u nu.t.n to st.:r tnt. t an employee of t he 
~r~t.s~y Dept.rt:n,nt ct.n ' t buy t Bc.b; Bond? 

:;o, ue c<.n 1 t be engq,cc. in tne business or aet.l ing 
ln Goverr~~nt bonds . 

.. ell , tnEt• s one tnlng . But tne thing tn~t :rou m; ve 
ruleu on ~L is tn6t I can't buy L Babj Bond • 

.. ell , t here i s ;.. sp~;c it.l rule r e l ating t o you, with 
re t'e r~nce to o .. nt:rship . 

ies . But no,,: bout t. n J,ssis t t. n l Secre t a ry? 

'Ih £. t rule OOIOS D I t t!pply . 

Oh . 

out t he rale does 6~~ly for ~:11 ~mployees from t ap 
to botto:ll so f ar ~:s engng1ng in t he business of 
bt;y!nt; Er.u selling bonds . 
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a .. ! . Jr: 

Jll,lllllllt : 

.cl . ... . Jr: 

H . ..! . J r : 

J li!lhont : 

Uphttl .. : 

vllpht nt: 

H • . • Jr : 

U.>h:.:r. : 

II . ~ .Jr: 

'.H.lJ)ht nt : 

rl • ..! . J r: 
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.~ ell - and t ht. t woul d c.pply to a man, !.!r. X, who 
;:;.,.s t h e l'resi dEnt of ll b<~nn , wo uldn ' t it? 

Yes . No ·:, th.:r~: is no :;ucu limitation on the 
em,)l oyment of p .. opl" by .l . F. C. or by r . D. I. C., either 
of . n ich .;ould c i ve 1.t - be bo th a l egal connection 
a nd & lso give r.ccoss t o t ho confidentia l r ecor as . 

no: 1-bout coU~ing uown ond volunteering his services? 

Tht t •. o ..Ud be peri"t.ctl)' lEgt l , for aim to come down 
t. nu vo lU!ltter n~s s~orv.lces, t.~;:t 11e 1d ha ve 1 d ifficult 
rroble:1 of l-Utn.>rizint aim to have a ccess t o confi
denthl r ecoras if llt. u i un' t t ake an oatil of office . 

I see . 

vf c.>u~se , ~ Na tion~ ! Bank is definitel y ~roilibited 
l'roo d eo.li ng ill so:curiUts, so ;, Nati oml Btnlu:r 
cou:un• t be s~id to be engaged i n th~ busi ness of 
deal ing in Govc r nmrnt bonds . 

.. ell , he doesn ' t - he buys r nd sel ls for his 
portfolio . 

~·or the BL.nk . lnet •s no t tne business of buying 
Lna selling st.cur i tit~ . 

••ell ... 

I tninA ne r~i3tS c. very goow point . I think he 
rc.ises a vtry good po~nt . 

I t nin.< tae C::l .• ;,> trol.ler nolds tru: t . He :n~y be 
1rong, but ... 

.':ell, wzywey , I thinK he r1.1s es u v~:ry good point . 
You • r~ (Olipnont) not r etdy t o r e port on thu t 
pt rticulor ph~se . 

•. ell, I ' 11 be giLd t o go i nto t.he details o f t ha t . 

••ell, I would . 
to brin,; .::o.m n 
Nr, tivnal :Sa M . 
expenses? 

!•e l l , tnc poin t - sup ;>osi ng I wLnted 
President or ~ Vice President of a 
Could I PLY him ~:<5 a day t nd hi s 

vli)IIC.nt: Yes , 
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ff . .. :. Jr : 

Oliphant: 

li . .! . Jr : 

!.lea : 

H. • Jr : 
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H. J . Jr: 
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Huh? 

(Nods yes) 

And - noel , r could poy him ou t of t his l!.me r gency 
bpruting m0ney, coulJ n ' t I - thr. t ' 33 Act. 

14 

Yes, you could puy hio out of r.ny o f the ones tha t 
~ou • ve got here . 

.cut ~ o.: f eel I coul a - tn .. f1 ct the t his bank, the 
·ort1olio •••• 

It nL c:.::le uo ... n .:>n tht. t bosis, t nen tne probl em 
.. o.aa be the ;>robltCl of giving hi m access - Gllowing 
hl.11 to he.ve 'c~ess to tne confidenth .l r ecor ds o f 
tne ~ e;&rtmemt . 

But ne coUJ.d ru:. ve scces:,s - h~; could <io 1t i f he WI\S 
on t ne payroll of t ile l'. u . r. C. ? 

1h~ t • s r ight ; tntn he .•oulu hnvc tcken t.n oath of 
office . 

.. el l , it looks to .at: t !' tholl{;n I ~.es just. circum
v .. ntine tne 1~>,, . I w oulun' t ;;£nt to do t rw t . 

1.l.l t i s n ' t true , bcct use •.. 

But I t ninA tnc. point - if tne b .. s&;, s some bod}" 
.. bo atLls in Gove rll!llent:: , I con ' t consider thr· t " 
ll& t i ona l B&ru: aces d t tol in Gove rnments . I mecn 
tney • r~ ve r y c c r eful a bout thr. t . ~&ke a look at 
it . 

tll r i gh t . 

Noa, tha t• s 
t.ssis t ants . 
Comptroller 

that . Tha t is the employment of specilll 
But my r e l &t i on eener ally to the 

you're not r eady t o r eport on . 

llo , tha t ' s e ler go o r oer . 

o.J\ . 

Of course, it ' s the r elr.tlon to the Comptroller 6nd 
all toe o ther agencies around her e . 
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No•::, I t nin..< thLt I can Cl'll up, if you >:ant me to -
listen to this, ;;ayne, om. of you - or I don • t see 
,·.hy Uphtm can ' t call up Mr . Crowley <:. nd say thot 
.. e 1d like to know - ilel l , :;e have this informa tion 
:;.nd .ve• d like to .mow ·::hn t there i s to it, tha t • s 
all - <:.bout <•is licensing • • • 

Oh yes . 

.•. ~d~itior.a l bunks for Gi <:.nnini . 

1.s " Jft t er o f fc.ct , ne • s asked me to see him this 
"or ning .. m &notner .Jt;:Jorandum 7:h1ch he 1 s prepllr1n& 
for you . 

. leU , will :;vo.. ~o;; .t •• 1m tm. t inf9rmally? 

:::urely . 

J.s tnL t alJ. r l gnt ••i t.n .tou, ::11yne? 

( Nou:; yes) 

L>o you s ,;e HI,\' r e~ >~on - lncidentdly, you (Uphom) Cl re 
inviteu f o r lunch toduy . Mr . hccles i s coming ove r . 
I me&n I w<.nt you to co;n<. l.Joc.t into tni s . One o ' clock . 

u t~o t e oEr..ts - ar& tney m~Cibtr bl'nks? 

r' r obably not . Otller.dse H "o~.olu bt ta., ~eder&l 
nes&rve . 
• 
Seemeu t o ::le tha t n ·y . 

" L S it you (Uphtm) that st~nt m~:< t.nis? 

Yes . 

'lhis doesn• t mean thnt you subscribe to Professor 
ClSSel 1 s • • • 

No , bu t I t hought it very interesting . 

It is very interesting , but when you get a ll tnrough 
'-osst l uoesn• t s<.y - he critici;;es the Feder al Reserve 
policy, s uys they uon ' t confo rm to wha t the President 
leid dorm f or ll.tointr.ining uniform _purchLsi ng power f o r 
tne doll~r; but ne ~o~sn ' t s~y ~nat to do . 
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•• ell , ne says Nha t not t o do . 

Yes, ex~ctly . But tnis 1s tne second a rticle I •ve 
h&Cl by Cassel, but ne doesn' t sE.y whHt to do . 

Tha t ' s t r ue . 

.·: nat? 

I taiTL-l: the t ' s true . 

But I was v~:ry mucn int t r tsted . George, taKe a 

16 

l ooa a t it . But tne trouble wito Cassel is, you 
r eac nirn Lad ne 1 s n<.vcr - be ' s <~ lwa,ys very cri t i cal 
but nevtr ~ositive . 

But co:nin6 from :ou - I meW! I jus t - I had to r eed 
it three times . I just w~ndered , I mea n . 

~ac , you E..ll right? 

(Nods yes) 

Good . 

You ( Uph~m) got anything? 

I nave tnis vtr:;: cruue t hing of my o;;n mt nuft>cture 
o n those .Joints tho t ) ou Hskeu :ne tog et ~:bout the 
aifferent tree t.uent by the agenci es . I 1 11 .v1.nt t o 
a0 it. over . 

J<ll right . 

Jus t ~s I s t arted in he r e , I was handed a l etter 
to ;ou by the Comj)troller , .;hich I haven ' t had time 
to r ead, which s~.:.ggests an amendmen t permit ting 
b:mKs - National iianks to under v. r i t e investment 
s<:curities in v ery limited circums t ances . I believe 
He mentioned it t o you . 

H~ve J ou nad time ... 

I h3ve not h£d t i me to r ead it • 

.. e ll, Rill .rou? ... na righ t on tha t , here ' s a suggesti on 
from Burgess a l ong trlt same lines - a lso limited, and 
ve ry interest ing, 6nd I tnink distinctly ~or tb while; 
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I me~n on pHmitt1ng b::nks to - which I asked nim 
for . T askea him f or t h i s Jus t t he way I asked 
for tha t . I me~>n t his t hing here - I think ·;:e t ve 
got tnis lid scr cwea down so t i ght tha t it ' s a lmos t 
impossi bl e f or people to borrow, &nd ES Burgess 
points out - h .. st.ys , 11You talk ebou t your 
monopolies . You• r e g i ViJ18 c. hhndful of under11ri ters 
<. oonopoly, ~o nd i f tm .. y don• t wunt to under write -
t:i1e thing i s completely in thtir na.nd s . " Now, it ' s 
Just in the h::nds of t do,en people, pr ao ticLl.ly . 
n e sai d , "They've go t complete contr o l ." 

J.nd ne !:lt>kes ~ sus,-es tion .. hi en I t nink - t nd tnis 
cou:llittee - I'd like t o r e f e r t nis, ·•~vne , • o t~s 
same b~:.llicing coOJIIi ttee, whlcn .~o~.;l<i br1~ ~r nt 
in . Doesn ' t he - hi~ represent~tive is on this 
c.:>=! ttec . ~ nu 1 1 ._ l1 .. 1.. ;, :m :·e: lo :s to s tudy tnis . 
uUl: I t .1.i..•, - > ou (.Hot~) en t<t • note t<~L t Bur.-ess ' s 
l"tt<or of t1t<. -9t •. - I nuti~c r:t sent < co.Jy for 
~:c. rrincr - Just. ;.:; r.,ccivcu , 'n.i .; i ve. it to Uph: m. 
I 1c: l:L<c t o c<:t into tht t . I t . • !.r..; it ' s a i stlnctly ... 

Is this the cumLl 1 s nos .. uml\. r thL t ent? 

_>..cuse me? 

ls tnE.t tne c~~<l ' s n)S" una<r tn~ tent? 

.:t) ~ o.o ;; ~u cL:_ n? 

Jn, just eaging 01..!6 1 LJ.c • n L coup!~ Y"' rs - too 
lioit: .. a t:o ..;o ::;ny r c&l business, so you• 11 mvc t o 
ll.y the !lH:l ~o •. n 6 11 ttlc :.or e , < n~. first thl~ )'Ou 
Kno y~u • vr got tne ~'DA• b~CK in the unoer r!ting 
business . 

I aon ' t .<no .mt t; tne ;.u~ ::.;r i s , Dan, but I ... o think 
y:m' ve got <.bout ten investment houses th~ t complet ely 
contr o l the sit \U tlon ::ho tool< ~< licki ng to the ext ent 
o f t e n million <lOlla r s last yea r i n ti\eir cepit1. l ; so 
it ' s cc fight : 

That ;,•ill bt .. orst! if :r ;>U mt.tinify it 1.nd !JUt thut 
ten willi on uollL r S in the b&nking struc ture . 

You mcy be right, I Jon•t .tnow . But .m&t I ' m trying 
t u ... o here is btosldes ... m. t I' m trying to do · I ' m 
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sp.,nding > lot o1 ti •D" with S . u • ..: . ano I m:nt t o 

.. " .t. ,, 

go i nto t h is ,,nol e ,,uesti on of - ana I think we ' re 
going to b~ve .it t h r own in our ll.p t his week - of a 
l .. t: i timr.. te business •nt n th; t mmts t o borrow ij1 ther 
for his a~>. ily business needs or nis ::orkint; capi tal , 
or I'IM t e ve r he neeos . hml. I thi nit i t i s J)IJ rtly fight 
t. nd I th iruc it i s J.>ll rtly possibly too tight r estric
tions . I aon ' t ttno .. , but I ' m goi ng to make 1t my 
job to !'ina out . I 've been beggi ne tnem to bring me 
in e xuapl es of people .tho can't borrow, but it ' s a wful 
<Wru to g Gt tnem . Ptopl" t.r" terribly :u:r~>id to open 
up , £na tne f~c t rc~r1ns thtt the flow of ca p1t&l for 
invest~ent ~urposes is just compl e t e ly - y~u • ve got 
E nother lo:;- J· :1 tne lfL~ 'A'e nE c the f irst par t of this 
l.c!nini s trc. tion . 

:lo. , .. uetuer tne bt.n.<s sho.lL- be j)Ermi tted in this 
ve r)' limi teu 1uy, \.he .. L)' Ilur&e:::s st:ggested, or not , 
or .. uether tn.:: investmt;n\. trusts should be perm1tteo 
to oo thls thin,:, .>r .,eoJ)lc like co!llluerc i :-1 inv~ostment 
trusts, cw.l thio unt: t.t Lol ti.'Dore - ,;nether tney shoulo 
be ,>c rmitt<.a to uo i t, I uon 1 t ttno:: . hut somr.. plc.ce 
or otncr I tnin.t yo1.. 1 vt; got t.o hr. ve ... ore t.1cn ju:,t one 
6 rou;> ;:,1' ~..ad~ r .: ~·iting u.:>us~;s to ;.~O it, tht.t1 s r. ll. 

lio .• , .. nen Tow Stuitn .'lis .1c re , n~; o,><only c i sut: r et!d 
:.i til us on t nt t hine th<- t. .1e t ook . He .. £.s ver)l 
rbovebo<.ro ~bout it . He thoU<;ht ;;e '/Je r e m£ k1nt: a 
~istette . 

I ' :~ not ;:~rep~r"o to sq, l:ut I' o lL'<.: to go into 
e&c.t one o1· tht:S( j)CO;>lt: Nno ~:.sea to be in the 
business _r.o f i n.1 o.-t :.hut is toe r::t tter . ':h~..r~ • s 
so::tething aefini t.,ly t~rong , LThl I don ' t tUlO•' t hct 
<-0) boay 1 s :n:.kin& < survey, ~ !l<i I 1 ve hetm c skin~; 
•-'"opl<o lio<e I:J< .. rgess l nd tne Comptroller . I 1 m going 
to "sk my friend o ve r in Ba 1 timore - .:h:; t ' s his rwme? 

Gris:tol d . 

( • o Kl ot z) a& tte t note - I •m goi ng to ~ sk Ben Griswold 
of Baltimore to come over und t alk to mL a nd different 
people, < nd fin~ out .vhu t ' s the ma tter . 

B. Ho<ell Oriswol~ . 

J unior . 
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E . Ho,. ell Gr iswold, J unior. 

t>y t.he .va-; , did yo u l"lnd out the w me of a 4!00d 
lnv.-stm.,nt bunE.er •. • • 

! I ;n ,,.Jr .<ifl,_, v n it . 

:n rlO!,!tU::.;tl.r . 

"•h~:rt. u.>n 1 t se~oCI t.o bt too r.u ny 1o cEl ones in 
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no::nes t."r . J.>.; t4 bt•&ncne:l of buffalo o:nc! Ne.; YorK . 
, ,>,>Lr.,nt.:J funny si t.UL tion . I t hln.t it ' s Lerribly 
i:l!JOrt;er. t; on tui.; subjt.ct to ~t rr.,re:nti~:. tt: b~ t\.een 
~orro •. in. <OJ Cq>itt l ill tnt business . t:o .. , mos t 
o. tae conv;.rso.ti on tm t I near broun ... tnis to::n , 
.. ~~ , t;n!n.:s tn' t .:rc:~i t 13 >:IlL t 1:ncse .,JtOj)le m.cd . 

:;o , tne;· don I t 11E:t..l thL t :. wE :l!n b it . .:hL t tuc;,• 
neea i& jwtior u1on"y ln tnc:ir business . hna 11ll 
tilE •·Elh.CE I! ,)UVI..r3t iion, t ll t11E otht. l' C.:>nVI..l'~t ii>n, 
~nis ... u~~t.i.Jn , bout L' t.tin~> tnc 'bul<:s into the under
,. ritin~ business , h: veon 1 t. got L ct~..,un tnil\, to <..O with 
t .... f...nd•-me:nt'-1 toln. t.m.t is undern et. t h it . · 

I t.ti t..: I ~.,.r,. ... itn you . 'Ihe t hing I ' m ::orr3 i ng 
~ebout i s tnc fc.llo. ho .. t.nts ne .. co:.pital. 

• nc.t 1s rignt . dnoul be r.e .. Ciipito:.l in ttl& form of " 
" . ~it:; Cl..;>itul r :.thcr tru n l:.orro ed c&pitr. l . 

rn~ t.ll. ftCt t.tl, 1 r~ t,~ ttin~ &11 mb:e._ U).l Oh - ;>t rt 
01 ;)Ur tro<.bh 'n .,ur,•lt..f tt.xes - tne) st ;,- tnc;, :-'rY 
o~t: ll jJ tn~ir .or~in~ Ctp1t c1 in tue for~ of 1. 
sur.-1~.; tGx, : 1.~ t.'l ... n lltn t,,.,y arv.: to borro.v it 
b: ck to to:t r.e .. cupitt l, tney cr.n ' t get i t . ..ell, 
I tnin.t tn"' tt·.:>uble is tn> t .Jn c,ccoc.nt of :nvny r et sons 
it is Jifi'icul t t o 1,<- t Junior c~pital, tnu tur.t 1 s got 
hvtnlnz t.O UO :;ith tilL SUI',JlUS t rx. Eut tilL SU!:'I/lUS 
t:x, ~&l-11\, on tnum to ,lbY it out , ~ge;rr. vt tus a 
situ< 'tion. But Lhc situ: tton i s tn&re not due to the 
sur;:llus tE..x , but. bt.c~.<use .e ' ve got so muny 1ttwyers, 
lt ' s so expensi ve LO get t.rJY .. here, tnt t tue surpl us 
t 1.x q;;; r c v:t<.s it, tn" tn£rtfor e tney blamE i t t ll 
vn t:t~ sur,>lus . 

Lo you (:!<..,ill) t:.irut tnt t t s .••• 
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~aw firm in as import an t a center <s Indianapol is 
throws up their nands - 11 We don ' t ~now, .ve don ' t 
understand the S . E. C. VIe - I 1d l i ke to &O down 
to New York . " One of those five fires do.vn in New 
York - I mean five l aw f i rms . 

.• ell, I ju:;t N~>nt t.o s e rve notice on the crowd 
here t nat I'm uiggi n& , Lna this same committee whi ch 
I ' ve set up - I'll keep thro .• 1ng it at you, end then 
you people can throw it. b&ck at me . See? But I 1m 
~eeping - I'm asking 4uestions . knybody tha t ' s got 
anything, .,ny , put it. in t he pool. 

»11 right . 

That ' s a ll. 

Gibbons ? 

Nothing . 
• • 

Strictly in this room, I' ve been t old to l ook e round -
I mean it ' s marked triple-confiaential - for anothe r 
.:ollector vf Custo;.~s for St.vnnm;h . I aon ' t imp.; why . 
Itm going to t r y to fino out . ~-o-nre . In pl ace o f ~ 
Cone . I don't IUlOA' 11ny , but they don' t seem to like 
n~ acr oss t ne str eet . 

George - Senutor George - I t nink he ' s been recon
firmed . 

No, t he n uLJt: .;as m.ld up a t tho; ./hit& House . 

1lel l , I meunt it .11:mt t hrough . • • • 

o~ ent o ve r t he r e . 

;,ent o ve r ther e , tnen t hey sent it back to me . But 
it ,·;a s marked triple-confidential. I n othe r wor ds • • • • 
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I wonder .. hat tney •ll ao 'li itb this fellow dovm a t 
Nor folk . Carttr Glass a nd Harry Byr d are both 
be~<ring down. or course, the Vlhite lbuse - no~: , 
the only thing lie ct.n d o is send 1 t over, send 
the nume o vt:r . 

but you might - < S I s::y , I -.on •t kno.v .m~. t to do . 

J. hE. t ' s th t firs t - ;.hen you tsked oe ...... 

::-:1en you E sked at. , Stl'.a t e l' George had c&lled me up 
c.n~ I ..me.T tht m.mt! tu ... gone tnrough. I t ' s ov~>r 
t 1; til~> .. ni tt. E.:>U;,e . 

21 

'l ts , I .mt., 1 t . J:.ut I m ... t Cone -,;nen I <las ... o .. a ther e ; 
m d .,.uite :. visit. I thin.< n .. 1 s a pre tt; boou :um • 

.. .:11, us l't r t J .• is 0 ustorJS :..bility rlt 1 s <. 11 right , 
but 1 t ' s SOUle tning o vt r tn<;:re ; .1e don ' t .mo ·: . Lo 
you .'.,no · ·:a;. t it ' s t 11 about? 

un :.lr . Cone? !lo . 

l .:>u m:ve n • t r..ny iuet ht t l t 1 s ~bout? 

:.o . 

J r . ?:: rrt>n c:.lleu . .m J S JtSt .. rJLY .:>n ;tis bill for 
t.ur.:e u.illion ~ollur~ t o f'l:;ht sy .>hills, < nd tne 
~osition I t oo..t . t s tnis - t. nd I Nant t o cneck 1 t 
:, 1 til /OU (.oell) - : t ; l L t. ' " ' b r ougnt t il i s t o m,. E. bout 
t <•i s time 1;. s t y &II' t nu t t tn:: t time I tni nk I took 
i t t.o t n<.. .. hi t.~ Hous~:~ hntl we cg r eed - tne P r tsident 
:.t>iu t m. t "" wt.ntuu tn.l ;, oont.y spent ov>:r 1. period 
of yt& ::" S . . .m I rieht? 

I j us t n f ve c t'<>lnt r ecolle.:: tio n of 1 t. 
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.. ell, ae seiu it 'IIlli too 1:.. te , thL t the bill 'IGS 
in - Tr easury bill - ~nd I c ouldn ' t go up on the 
Hill &n d say , "No. , I .lbnt soo e .Jor e money · " 

ur . Parran comes tn yesterday unde r the wi ne of 
~!r . :.lcReynol ds Lnd s t.ys, 11 No :1 , I ::ent to - we sta rt 
hearings on" - I don ' t .mo•·: , tht: 14th, something 
11.<.: th<.t - "o n t.nis bill." And m: ,.,.ants me to 
.. rite 1. lettt!r t.n.:~oralnt: it , cBlling for three 
millio!'l -:ollt rs bcl)lnnin. :ita July l, 1939 . I 
s;, l.:, "N.J . " I .;~1 ... , 11 i.gt. 1n I' m o n r ecor .i - no more 
.i.:.>ne,; • ,. 

" .. el.&. , lle i~v.: to nbvt em bling legisl~o tion . 11 

;:,o I S~>ia , 11vr . Pt.rt"l., I' ll 7itn ou pn tuis , but 
; .• y c~.:.un' t , 0u brill(; it to o .. last f a ll?" I s : iu, 
"tlo ou trin.; t.1!3 .lj1 bd'or e tne Tret:sur;;· Budget 
Co:J._i ttee? 11 

11 No . 11 

"Hr ve ycu broubat it to •.tr . 'lcrle)'nolds ' P. ttent1on? 11 

" No . " ::.o ne s· ;,:; , 11 •• elt , I d on• t .<no.v . 
l l ss rlocat: .:< s going to do it . So .• hr t 
sl,;nino • lettt:r r~;; com.nt::nulnt tuis?" 

I thought 
t bout 

I s<.i.:~ , "l:o, you shoul .. nr ve got ;our eru:bling 
l .. ;; i sll tion t ::r ou.;n ltJt fr 11, o r ~ t le< st tried 
t o . Xo. , .. s 1 vc been "n rocor..~ , or ;e could nr.:ve 
t.. .J~er reri . n 

n,,., • r e going t o t r j' t.o g .. t t .• is t nrough . 
t.u· eeo .:~ill ion ooll:.rs ~t r11< rctE:<J . 1' 

"But it ' s tnreu . ut. t•itr:l t n r ough - the 'i're: sury 
bill . I ' ::1 not coing to do it . " 

11SenJ i t ove r t o Bel l . Let e ll " 

I s~lJ. , "N.1 , I ' m not 60!n.,; to c~o it . I uon ' t 7torK 
t.1<.t ·Li ,\'itn lkll. ·.lit:nt iJUt Bell on the spot . " 

He ;;:;ia , 11! .;ues:; I'vE:: b~;en c. ind o f dW!b Lbout it .'' 

I s&l-, "I' ~ not .;olllb to argue a bout it . I tal~ 

22 

Regraded Unclassified



.:.o,.ll: 

Bull : 

... oll : 

-17-

lt1 s terribly lmport~ont. I' ll see -;·net r c<n do . 
But tae best sugbestion I •ve got is tnat you ge t 
em tlling ht, l slt t.Lo n t o s t ar t thls J uly 1, 140 . " 
I sE.iu, ";., , · U1e Tret sury , c:.n• t come ~ lon,_, no.; bnd 
<.stt fJr tlu·"'"' mlll i ::m uollf r s . " I saiu, "'llny you 
lit vt~n ' t bo;en ~orol.lfiU ne r ll befor e I don ' t .-;now ." 

z;o;; n"' ' s going to stt rt u.l.s n~.;;.. rings, und I can' t -
I c t n ' t st&rt t.rvtnin.., c t ll!n~ !'or tnree lllillion 
uoll~rs 1- t tnl3 tine . :::lut you ~>na I , r tuink, are 
going t o De J~t t~rribl) on tn~ spot . 

r d J n ' t tuir.A I ' V t; :;een tnt t bill . ':ne bill I I ve 
i!l§P .;, s ~JJ .:lllll.la, Lnu .:me :Z5 oillion 

5 .. . 
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i'o rt..ru,t; .,.l., , I ui ... n 1 t ._ven bring t;tr.t t o tn~ Loss t. t 
, 11. I .~ .. r e l y t .. rnE<- it uo . n, ~om .:e r "portoo to t ile 
~..o.J.Ji ttee 'P t :.e !..tlc t11- t ,; cod<Ln 1 t L,>,>rove . ·::e 
a; u t o r e1vr1 ~ .. LH~ r",>ort over nurt tm. t ccme from 
Public ;Jt&lth . 

Yes, I r•emembcr t nt t • 

..Jut tttey too.< t<~r t; t •• ty ro:.lizeo tney htd to do 
tna t . But .t .. r o - !,oc ~: i u 1 t ' s ~ per feet si tu• t1on 
on t.tis . rl£ c&n1 t .;t t. t rr:; m:m.;y ln the l:uu&"' t 
b, r .;g uhr suo:niss i on beet usc t t1cr,; i sn ' t tny 
em bli nt: l t:_, i slr tlon; t:wn ·hen it co:n~;s &lon:1 a 
little l hter, h"' c tn 1 t ge t entbllne l~:islrtion 
o.,.:t.use t~; n~sn 1 t ,:o t e ny ·ocor.ey :n 1lls bu:i:;ct. So 

.e!.l, the bill .tt s bet:n i~t:-o.:ucec :'o r tnree 1:11ll1on 
<.t:>ll r. rs . 

0n )tS, :.n:.t n1. 1 s been ~S<l:tooJ to ;:.v;>eer Lt tne hf..&rin£ , 
:·no "" ,; s ln - nt: Ot•::tf: tn L~:st ,;et« to mo> l'litn a 
~rvpost:c r~ vorcbl~ r tvort on tu" oill ~na I tolu nlm 
.e couldn1 " suncl thl t, nt. ' d ho. vc to t alk to tn"' boss 

t.b.mt it . So 11e htllde t dt1 t e to t E•ll!: to the boss , c.nd 
tna t I S no.. 1 t CO!RCS Up • 

"'0 ) O u 1 re not bolng to lllake u !'ormel r eport . 

i!l.v .. to .OI !!c ~ forct~l rloport . ·:e • ve oeen t.sked for it . 

uell, t<t;. t .will l•t v~ t.o c.>:ne froo tne Suog., t . 
u01.4-..Jl't it.? 
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~ure, i~•s got to come tnrougn from the Budget • 
~ut t he point is - t he boss ' s point a nd the point 
I o rig inc.lly r ~> i sed 1.t.s tht t .7e ::on ' t senu ovt~r ~; -
tnro;; tne thing .:>n ~·..,ur lop or send ovet• r proposed 
f1 vorable r eport. on it. wnen the Secr etary of the 
'Ire:..sury couldn 1 t. ~on his o1·:n account .; ive t favor~<ble 
report of it ~ven if you ~~proved it . 

I meton the r e ' s nobocy to bl~~e but Dr . Parrun, and 
ne ldmits i t. out 'hct •e •ve go t to get is this 
t~rrific publ1.::1t'; .ut ~ulne .:nicn ne 1 s p~iu lots of 
t ttenti.m t <.l , t n<J lte • s spent &ll of nis attention 
Dn tne ,.>Ubl icit:; t n ... he co::~.,letel:~ ovtrloo.<~;a tne 
n€~£ss1ty vl co~inu . rowtc l~st fto ll £nd saJin&, 
n:;.> , I btttcr c; .. t tne enLbling l.:;eisl&tion," so 
f ortn • n ... s.:> on . 'nJ. yuu t n-1 I •lor:t so c l osely 
t.>~,~o tner { nJ I' rt. not t: oi~ to t :1 r o:t t his into ~vur 
1:.,> . I' u li.<e , v u t.> tn1n.< ;. bout it, because I ' m 
t:o i ng to se~ tAc ~r~siocnt rn~ t alk to nim about it 
;. t noun tomort•o;: . I oJOn ' t o>no:: just :.iu. t to oo . 

.oel1 , I ste u.:> ret son why you sooula n • t o i scuss it 

.11th t ne President . I woul u ..:o s o, kno.Yitl€ his 
inttrcst in it ~nil .<no>ln~ tn._ s t~ tement ne rutJde t o 
toE ~euictl ~t·ul·~ssion . 

Bl.it i-'arr<cn n .., s u.JUO" i to b J.t..ae but nillsElf . He 
trie~ to t .• ro .. it L litth bit Jo :.:iss .ioche . But 
ne ' s just c:Lctly ~ntr~ .. ~ .. L S ~ ~b~ r &IO . It' s 
V<..ry stu.~i.> . ou1. I tol~ ~~.rrc.u, n:;ot .itn:>t111.1ing 
tn;,t , ~u • ve J<-<16 tn!.s l>lun~ .. :- ~ond ev~;r; tnin_ t.:lse , 
I ' :~ t;oin.; to stc .mtt I ctn do to hel p you . " 

.1 1a li..t.: t.> tlt.L;> ~no: ;nt.n 11' ,>ossi ble, beca~.:se I 1 IJ 

t .. .>r:>u.;n:~- lr: , ll~or~ ·:1 in .. !Jt. t ne ' s t r ying to uo 
<. r:.:t I tnin.< it t:. mo~ t i l4,,ortant . 

,, ell, I t hiru: r.taybe t.nu tn r ee million "olla r s is 
Ulo r e Jus t1J'1eu tlltJJl th<.: ~::ight million uollllrs f o r 
the /,r;ny . 

t't..r 1..1on me? 

I thi nk ml'yi>e toe three million dollars is more 
Justil'ied tm-n tne e i ght mill i :>n .:.ollors for the 
k l'l!Y tntt toe ~r ... s1dent. sent up in his message. 
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I agree 11itil you. I aon• t Kno;; enytilJ.ng t ha t ' s 
!!!Ot'e important . 

Cer tainly >~~>S put on tht: spot ther e . 

"ho? 

25 

~he President . No justification for tnat, wnatever , 
in 14Y OJ)inJ.on. 

'l'ell :~c .7nt. t you tniM t.boat it? 

i?l etse . 

P:. r d.:ln ~" · You .rno .. tht: vot s t Gua r d t ir btse at 
.... ~ n Fr<-nc i sc .l w::s rcc,)t.WI.nue.l . 

.. n-. t ;. b.:lut tm. t? 

.. t; l l , t n t: Prc.;t dcnt St• l u , 11 Lt. t it ,;o ove r t o 194) . 11 

·'ight . 

( Lt t.$ .15 ) 

I got ;. ct.l l t he otn r .. : y f roo ~ -;oll&rcss.nt n, e nd 
I st. i .J , 11 Eell i s L~ .. 1 u.;e., t Dir~ctor . 11 Be s tys , "I 
un.; erstoo~ it . ~s bo1n3 o v .. ~ ~til I got hol~ of 
t.tn • .. e l l , 1s 1t o r i~n • t it?" 

.• ell, t ne Presiden t si.; ne~ a mUtor t.nJum tnt. t I put 
U;l t o nim . J..nu I .• ut ~;p :. m.,mor~onuu:n t i11S W6Y . I t 
.. o:..:!.ti uns ett:.., t·ll tn .. Trel" sur;,· e.> tbt.tc;s to 1nc.uJ e 
t..1e Go f. .. t uua rJ t. t Scn Fr:..ncisco . I told him tht. t 
tn:.. t st:. ti" n .• ~A s not t prloritr ; tn~. t tllf: '-oc.st Gu11rd 
n~d definite!) s t. lu tnLt th<. one on tne; I.tlcntic Co::.s t 
.t:..a ,,riority, 1.. 0... tnLt if h., s .;nt tnis o n<! he 1u •1~> ve 
to s end tne otner one . ~o he did not s i&n the 
esti :n~>. te , but s tnt it b1 ck ~. nct said , 11 Elimtnete i t. 
Ca n • t ;t e let H ..;o ov~.r until 194J?" So I have 
eli.:Ji nc t ed 1t . But I d on • t t hiM, ;ti tnin the room, 
it ,;J.ll stick . :.!ci.doo will g ., t hold of the Pres i dent . 

Con&ress.:J&n ~l&iroJ th"r" ' s a defi nite promise from 
tne Federa l Goverru3ent . 
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.klthollbh the price or gola nts gotten up t o .:'.35 
in London, there aoesn• t s eem to be enoueh volume 
to say t hat :re 1ll lose anything ror a litt le ~lhile 
t t least . 

•. 11yne? 

(Noas notning) 

Geort;e , llill yo u come in t t 11 : .3J . You• re re&dy to 
..;1 ve :ne t. r~oport on bu;,lness Conal t i ons . i1ould 
you (T&.flor) li.te t o s it 1.n on it? 

(Noes :·es) 

tier bert? 

'I:toueht ;ou Llit;ht l tl<o. tl.l set ~ :lis Fr aru Kluc.tnotm 
~ rtlcle on ~exlco - "Revolution on Silver Pl a tte r .« 
Just men"tions t ne ::; 1.1 v1.r incidentally - tm; t we ' re 
nelpiog t o fin1nce their r~volution . Kluckholm ~ 
t he \ll<n 1:!u t .. rote t l1t1t story t hf't caused us trouble, 
yl)u .. no:: , E.ft to r tnc confc.rtnce .vith Suarez - New York 
~ lt:lt;tS L1C. n . 

.. ell - I hleo..n t ile r o..vohttion t.(t. inst ::na t? 

On, i"t 1 s jus t "the generc. 1 r e voluti on t:t~ t 1 s going 
'0, of th~; ct i s trlbuti on o f lun u t.n~ so on, a nd he 
.::i.es tno: various -::: 1u von1 t r t:u it v., r ;, c~orefully 
cit~" v~ rious !nJu<tl.!o.s to .K::ltrican propert, o.mers , 
t nti .e1 r e: .)Jttine U) tn-. ..1oney . 

I g~ t i t rt no~e . I t• s &11 r ight . ! me~ n I ~on • t 
... eprivc you of y.:~ur co,y . I 1 ll get it . 

I jus t boU<;nt tat t .:opy . 

nll rient, I 111 r~Lu it . 

( Nous no thing) 

I 1 11 s ..,ttle thE t processing tax, then, as you ••nd I 
a i s cussed it? 

ell, I r eLa the minu tes on tnis <.uestion End it loo:<s 
IS tn.:~ugn it' s just Lbout tne way I origin~lly ~1nted 
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it, doesn' t it? I t hink I ' m right . No~, I ' ll 
repeat i t so you fellows 

The t ax payer 11ho made ll deduction on his income 
tax in 1934 for ~rocessing t ax paid - tha t i n 
his case we• 11 s oy to him, "If you ha ve asked 
for a refund , before giving you the r efund we 
will deduct the amoun t that •.ve allowed on your 
return ." To the man who has not asked for any 
refund, ·:e .vlll vermit hlm the full deduction. 

Is tlu.t right? 

'Ziu.t •s right. 

ThE. t ' s just 11hL t tn~:y ' rt ,>roposing to do in tb.ot 
letter . 

27 

! .{llv.l 1 bUt tney I VO been talking about i t for ten 
d&ys . I read my minutes; that ' s what I thought was 
fa ir in the btlg inning . Is tht>t right? 

'J.ha t 1 s rignt . 

Th~; t 1 s tilt: 11ay .ve ..•.• 

!lo.: , I just .vtnt to s t.y s omethins, ;.;ac, and I wish 
:.- ..~u 1 d O:ind or t .1ir.k 'bout it . Ther e may be nothing 
to do ab~ut it, but it b~thers ~e a little bit . It ' s 
n&p)eneo seve r a l times before E..nd it bothers me qui te 
e lot . This report on ho' to hf.nale bonded 7:hiske) 
in !(entuc.cy is .:>n zy .V IAY in :uy office . 

It ' s Jn my desk . 

No.v •;;:;it ~> minuLe . Thirty minutes before you bring 
it i n her e , some no·:: o r other, it looks <cs though 
Sem .. tor Barkley .mo1·. s it i s on the ::E..y to my desk, 
<.nd he c&l ls me up . No.v , it ' s m. ppened two or three 
times before , as though some place, somewher e , there 
is some cle rK wno knOllS tnt. t this r eport 1$ on my 
.u;y anu ge t s 11ora t o Senator Barkley to call me up, 
wnich ne doe s . l•s you yoursel f st. i d - he said , "Boss , 
I tried my best tog et to you. I brought it in the 
minute i t came t o me; rushed 1 t in so I oould ge t 1 t 
to ~·ou before somebooy would call :~ou on the phone . • 
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But somehoN or some place, somebody telephoned 
berkley - "This is on the Nay to the Secretary . 
~all him up <, Uickly c. nd hold it up ." 

Now, this- I tnink it ' s you (1'ay l or ) , wasn' t it , 
spok~ t o me once before •••••• 

(Nods yes) 

••• <.bout .1o .. tn~o:se tnings - that some mysterious 
chLin tna" see~s to be able - and it ' s usually 
on hlconol, lsn•t i t? 

I s.,e;;~ to •'"llh:.mber it in connection with hlcohol 
~ore thLn tnytnlnb ~lse . 
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No;~, t nere i s some clert{ so:x.e.iOere tllt>t knOllS that 
tnese tning s & re on my ·•"-i in IllY office, Lnd they 
g"t .. ord . AnJ th: t scme d&y on the telepnone - ":.lr . 
Rosenstil.el, President of Sc,lenley , ::a nts to talk 
to you. " Well , I told Kieley , "I -:~on1 t talk to 
.Jr . rlos"'nstiel. F'ina out llhf. t he r;c.nts . 11 

11No, :.lr . Rosenst1el only .. Lnts to t a lit to you." 

T~t cc.ll is c• ncelleu . t!.r: , tnere 1 s th~ t , plus 
berkley . See? /.nd yesterday tne r .. ;ort of Clt renee 
l.in- for the Journ. 1 of Com.~t:rce says thu t report 
is on , ou r desk . I SliJ , rYes , it is in Q)' office . " 
Eut the f l-c t - s :>.-e ,>lt ce, :.lt>c , t her;; is t le~:k . 
:;o.7, I d;m ' t .mo .... ncr& !l is, b.;t it ' s m.;>pened 
before -.no it ' s :>ne of those t:lines, I t niM - I 
3ec.n =o::.e rep:>rt.s ~n , lconol; tney .tno. tney 1 re 
.on J.JY ,;:.Jy . .'.'he t? 

I htve a very defini t e ide~ about .;hat prob&bly 
m: p.i)ens . B~rde:. • s office prob&bly called ll lexr.ndcr 
&nd 1-ske<.l ::.m lf' he nta got his regula tions out , ond 
J. lex&noer ,>robubly tolu hlm ht: 1 <.l s i gned them ~:.nd 
sent tnem to the Secro t ury for approval . I can find 
out ::hetner he t o l d t he.n openly thr t way . 

nll right. But til" t.1:n11ll!; is too perfect . Now, the 
minute you got them, you c&me i n h~re, d1un 1 t you? 

Yes . 
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Bo.v did t hey ;mo./ they had got ten from Ol i pha n t • s 
office t o your of f i ce? I mc~ n that ' s t he 

I t isn' t t llht , bec<o use r asked you .. .. 

You s~> id . . • I wunt e<.l it; yo u sa i d , "Well, they 

29 

.vere in wr . Oli)lhun t 1 s o f fice f or a bout t wo days ·" 

No , they ht. c! tnem 24 nour s • 

olhat? 

They hac the~ ~4 hours . 

hll right . You t old me ~ couple days . All right , 
~4 hours . Then you suid the mi nu te th~t they c&me to 
y ;>u, you br ouent tnem in to me . 

F ive minutes from thE ti~e I got t hem . 

Some :;.;1ful .,.ulck v1ork . 

llhen .1e r e you ct.lleJ , be tween the time it l eft 
Ol1ph~nt• s office t nd his offic e? 

vidn ' t ml'J.Ae c.ay d ifference . llould have h~:d the 
sacc effect any tione t. fto.r they left Alexa nder ' s 
office . ..e .; ~re tr) lng to &voioJ ::.ppet.ling to t he 
Secl'etc ry . 

Cull t o cy office Suturd~y morning f rom Rosenstiel 
hna fro~ Barkley . 

I tiliru: tab t i s irmocently d one someti mes . 

Someti~es it i s , but if it n£ppens of ten, you can 
cneck back . 

Tney never miss . 

\'/ha t? 

They neve r miss . 

If I 1 m r ight , 1/ayne, ;~ou • re the f ellow that t a l ked 
to me some months t.go ; it bothe r ed you s o . Some nigh t 
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11nen we were •. aL<ing home, you s a i a t hey a l •ways 
seemed to knoVI, and I think it was Alconol .•• 

I t nappens on other things , but I t h ink it is 
particul h rly on .h lconol. I know t hings th; t come 
to - people c&lled me up - th11 t I d i dn't e ven know 
11ere coming t o mt; , ~ no tht:y s a i c.l, " We under stand 
this is on toe Na y to you a nd you 1 re going to set 
on it . " I didn 1 t even know wtu<t the hell it 11as 
until they cElleu 'lle up 1 bout it . 
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:.ell , there • s a particultr r e&son for those fellows 
:.;.nting t o do that . The liquor interests ,vant to 
ge t a decision by tht SecrEt~ry of the Treasury 
r<- tner t n~n <- Jecisi~n b;; th.: .. acinistra tor of the 
~ eaer<..!. •. LCoc;vl ,,uc:lnistr: tiJn, Gn<i tne) delibt:r~otely 
utcn t n a try to ~·tn~ ta .. ~ ,>ot .-uere toe J.dministntor 

.l<.S t:<..!t;O <. n ~:.c ti.:m thr.t UlUSt be appro ved by the 
~ecretc ry, in oruer t o &~ t the thing ~ t the point 
.. her~; t::tc. Secret~ry l\I.>S jurisdiction. 

.:ell no .. , .vh-.t n~ppcr1 s - I ' ve eo t to t ake " couple 
of hours ~.>nd s tudy this til ing, see , lind h~ovE: to call 
in peopl~ !inu ev .. ry thing ulse ; got to burn myself up 
usine a c o uph of hours on this, :then I mieht be 
a tuuy int; ho.v to .,._t some junior c;.pital for some 
1~..,; 1 ti:n~> 1:e business . ;;Ell ..• 

It ' s ~ v~ry troubl~;so.a" tnin~ . I t ' s not " compli
Ct.tea ., ... ~sti?n . 

I Still s ;.y , .•• 

I' 11 f ind out . I ' 1 t fin.l :>ut on ta i s c;;. .,e :here •.. 

I .. i s n you wo uld , becouse I ' m not •... 

I tnin.~ i t ca n b e done . 

r •o li.te t o k now . 

I th i n.t it .1:>ulu be v good ider. for l.! r. :JcReynolds 
to put out a letter ol' ins tructions o n t hat s ubJect . 
t'eople ou~nt to l(no.; enougn 

tb, tais 13 - if I •.'ll r161lt, t1US is toosmooth. No 
l Ette r o f ins tructions . 
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Same thing other pl1ces . I mean I r emember ove r 
in /.griculture cx<octly thts same thing was true . 
Those people lme .. within ten minutes when t nything 
hr.d left one office &nd gone to another. Row they 
1m o.1, I can ' t tell , but they know. 
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I have tne seme trouble , Mr . Secret e r y , in the Budget 
on .. . P . ll . Thes~:: Sent. tors ~end Congr essmen, und Lheir 
secrett. ries, .mo.•; Lne ropes , and they ' l l start ,;ith 
t.1e cle rks ::.nJ go rignt s tnignt tnrough, and tney 
ht.ve t· line - ' telephone to thee 'right t hrough their 
.Jesk . After tney g<..t .;ord th, n they • 11 call ce, t nd 
tuCon tney 1 1: put pressure ;>n tn, '.':hi te ~ouse . 

I' ~ suspc~i~us .nere it i s . But just do a little 
.iltl!'ta-=.:.t) , :.!£.~ , .• 111 you? 

Yes . 

No .ritten or~ers . 

lnciuent~ llj<, I coulc.n ' t .~ .. l p but be amused, seeing 
tn: t Tom De1. ey n~«s tn... sale trouble I n&d . Rohd the 
'limes stor•• on Tom i.Je,;ey . J.lso ' gooa .n~n ! On this 
.•ublici ty . 

/.11 right . 

If you c.:n, .vrlte l'o:n Dt ;IJy "' story - 1 11\.tle letter 
for ue to ~iun : "Cear To~: You &nti I botn started 
~o.;;etninz c.bout th" stn•E tro ... ble, anti I .oas Lblt. to 
·or.t ->Ut o:· ... lne . I' .11 sure :, 01; :ill work out of yours ." 
~o ,.,tn!.ng like t!U L, see? 

Yes, yes . 

·::rttt: :; 11 t tle note l bout th& t , will you? 

un-huh. 
hll right, gentlemen. I ' m s orry to make it r un so 
lon(l , but I got lots of troubles . 
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February 1, 1938. 
10 : 41 a. m. 

Hello. 

Good morning , Ur . Secretary. 

How are y ou? 

Very good, ~ank you. 

I was jus~ inquiring about our little u~il1~y 
company, up the Genesee valley. 

Yes. 

How are we coming? 

Well, ~he boys have done. I was out of town 
yee~erday. one of thee came in to s ee me ~hie 
morni ng and showed me what l ooked like, a~ a 
hasty glance, a pretty good plan. 

Yes. 

I haven 't - nei ther Bill nor I had a chance ~o 
t ake t he matter up in any detail with the other 
members of the Comm16ei on . 

Yes. 

Ann I want to do tha~ this morning . 
clearance on i t, and I think r.e can 
thing over ~is afternoon, if you'd 

Oh really. Now, l et me just-

want 
bring 
like. 

to get 
some-

I'm not sure about that. Ptrhaps I' d better 
check to make certain. 

Well, you don't cind my crowding i n . 

No, i ndeed. Vie want t o be crowded. 

Well, I tell you. Tc.e President is sending over 
a Congre&eJ:Iall Bender wi~h about ~en charts 
this af t ernoon. 

Yes. 

How about if we said tomorrow morning . 

Ver y good. 

32 
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I mean tha t wouldn't. 

No that wouldn't crowd us. 

Well supposi ng- would you think you ' d be ready, 
say a t - by ten-thirty t omorrow morning. 

Yes,I t hink so. 

Yes , I t h ink so. 

Well, supposing I put you down and if I don ' t 
hear from the eontrary - is t hat a good time 
f or you? 

very good. 

At 10 :30 tomorrow. 

Ver y good . 

Now, I want to ask you someth ing. Is t here any
t h ing t o this criticism of t he cost of r egis tra
tion before your SEC? 

I - I' m not well infor med enough to know. 

You don' t know. 

But - do you mean at smal l enterpris es? 
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Yes . Well, I mean ~t any of t hem, small or l arge. 

would you like - would you like a report of some 
kind on 1t.. 

v~ry much. I mean, I' m cons t antly getting t hat. 

Ver y good. I'll try - I'll take it up with the 
Cooci ssi on t his morning and see if I can get a 
report on it. 

I mean you don't - I mean - all I'm trying t o -
you know by now, I mean - I'm going to work 
I c ean I 'd much rather come and ask you, you s ee? 

Yes, s urely . 

And I think we ' re all working for t he same end. 
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Of course. 

But I'm getting th1e all the t1me. I wonder what 
the answer 1&. 

Well, let me f1nd out and I' 11 try to get a report 
to you qu1okly. 

And then ten-thirty tomorrow, unless I hear to 
the contrary. 

Very good. 

Right . 
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:iJ:.hTING III'lH !.lR . lit.AS 1 S GROUP RE 
BUSINt.SS CONi!ITIOIIS 

Februa.ry 1 , 1938. 
11:15 a . Cl . 

Present: 

a .... Jr: 

Taylor: 

li·"'' Jr: 

llaes : 

H. !.t.Jr: 

Baas : 

H. IA . Jr: 

Bee s : 

B.M. Jr: 

Haas : 

li . U.Jr: 

)lr . T~ylor 
r.lr. !i&as 
Mr . White 
:.!r . Murphy 
l.!r . O' Donnell 
t.lr . Daggit 
Miss Michener 

I nus saying to Murphy he ' d better get in on this 
bank business, because he seet~~s to ~now something 
about i t. 

lie does . 

All r ight, supposing you take a look at this before 
I get too much exc ited cbout i t , bOd gi ve it to ale 
tomorrow . Upham pr epared 1 t . Talk to Upham about it . 

I thought 'Ne ' d nave ~lr . Daggit start as usual . But 
I mi ght tel l you in udva nce thot I - at t he last meet ing 
you suggest ed we have some other companies send us 
repor ts . We asked fi ve : Amer ican Wool en; Pacifi c 
Mills, Cannon Mills - two cott on; Texas Corporation, 
and Standard Oil Of New J ersey . 'ie got a hundred 
per cent rapid response . 

Good . 

Standard Oil s ent an assistant com?troller who wcs 
do= here, c.sked him to stop in. Going tog et some 
very interesting f ig ures : lie opened up his whole 
book; I just ~!eked up the f igures I wanted . bnd 
a breakdown as to different types of products . 

Gr and . 

They only had them once a t~~onth , but t hey said they ' d 
have t aem by ubout the lOt h of the month f or four 
companie s - not only Stendura Oil of New Jer sey, but 
tnree others . 

And I s aw the Texas f i gures ••• 

Uh-huh . 

•• which surpri sed me. And on t ha t t hing- if we get 
Ameri can :Yoolen so blld - wha t ' s t he matter? I' m goi ng 
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to ask you to bring in a report the next time 
on what ' s the matter with the woolen industry. 
I never saw such .figures. They were terrible. 

They had an over-expansion a l ong wi th other 
textiles. 

Yes, but I didn ' t realize they were as bad as that . 

'I hey' re comparing no'N with the very peak of their 
production. 

Well, I still s ay I didn't realize it was as bad as 
that. 

They 're IYOrse than cotton. 

Then the other thing which I think is interesting -
the fact tha t that t entative chart that you fellows 
prepared showing that the oil people ere getting -
that their inventory position looks bad, but t he sales 
of gasoline seem to be distinctly up. 

Yes . That i s quite different, or course, from crude 
petroleum production, which t he Federal Reserve Board 
uses, and which we use in the other chart. 

But I still say here are gasoline s al es distinctly 
up. 

~hich is very encouraging. 

So I think that ought to be re-examined. 

No , tha t doesn ' t 

No, that doesn't a.f.fect the comparison. 

It doesn't? 

No . In .fact, it bears out our i dea that movement 
into consumption continues at a high l evel, but the 
production stays below •• 

••• consumption levels. 

I see. Well , it seems as though when we get to the 
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point of consUMption, in most all instances that ' s -
it seems to be good . 

Yes. 

In consumers ' goods . 

In - consumers' goods seem to be h.olding up. 

That's right. 

Hub? 

Tbat•s right. Checks with your department figures . 
That ' s another 

But the one bad one seems to be Woolen. Of course 
t ha t ' s a manufacturing • ••• 

Yes, that ' s manufacturing . 

But the consumption thing seems to be holding up 
very well , doesn't it? 

Yes, it does. 

II ell, if that continued, al ong after a while they'd 
eat into it, 'iouldn1 t they? 

They're already doing that . 

I wouldn• t ask f or any more for the time being. I 
tllink we • ve got enough. Don 1 t you? 

No, I certainly 

Let's watch it. I think getting these figur es this 
way •••• 

I wanted to ask another question. I'll again let 
you f ell ows talk. If you (O ' Donnell) don' t mind, 
when I come a round to you I want to ask you about 
the fourth quarter earnings. Just remember t hat . 
I mean if they ' re beginning to show up - I mean how 
t hey look in compari son with whet we estimated; 
because the ones I see 1n the paper look a·Nful good. 
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I mean it seems as though the people - certainly 
in the fourth quarter they wrote off everything 
they could, but they still - take United States 
Steel and the rest of them; .vhen they all get 
through, they stili seem to have plenty of money 
left . I mean I wonder whether that was better than 
,·;e thought or about as we thougbt. Do you know? 
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O'Donnell: I haven ' t made any detailed analysis . I'd be glad 
t o do that . 

H. M. Jr: I wish you' d get it - either the ones we want or 
the ones Standard Statistics uses. It looks to me 
so far that the published earnings look better than 
what I thought ta.ey would be·, considering that November 
and December for most companies was bad. Will you 
t oke a look at that? 

o •Donnell : Let me r eport to you on that next time . 

B.M. Jr: Now, Mr . Haas, the purpose of this thing is for me 
to listen. 

Daggit: 

I can' t - I'll get rid of this man, just shake his 
hand . Then I can concentrate . 

(Secretary goes out to see Yr . Wingate, 
and returns) 

All right, gentlemen. Now we ' re free. 

I think the trend of t he stock market would give 
as good a picture as any of the point at which we 
are now . There seems to be - we seem to be at the 
bottom of one of these successive reactions that 
.ve have from time to t ime, and which seem to be 
cnaracteristic of the period when the bottom in 
stocks or business is being made . Industrial stocks 
have not reached tlte l ow made in December, and that 
one was higher than the November lo•Rs. The volume 
of sales has not been as large as this i n December, 
and was much larger t han the volume in October, which 
seems to me to indicate that liquidation is drying up . 
lio·Rever, 'llle are at a point wbicb we must watch care
fully , because any - of course, any general decline 
from llere might lead into a worse situation than we 
had anticipa ted. 
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HoRever, commodity prices in their ms rket action 
to me have been very encouraging . In spite of 
the sharp decline in stocks, the O.L. S. sensitive 
commodity index has shown no more than a gradual 
decline, and is holdiD6 - seems to be holding very 
well, a t about tile December l evels . 

These are the weekly figures, which show how prices 
have become stabilized . 

The foreign commodity price i ndex has been weaker 
than the domes~ic . Reuter•s Index has declined to a 
ne~1 low, below the low made in December, while 
Moody's Index, which is the most nearly compnrable 
to our index, ha s neld above its December low, in 
fact has not reached - has scarcely reached the 
a veraee of the December level . 

'J.he va rious business series . The New York Times 
index has i mproved, but r a ther slo~ly, after the 
first upturn from the sha rp dr op s t the end of the 
year . It seems to b e a characteristic of business 
indexes to fluctua te f airly widely when the bottom 
is being made . 

Now, a utomobile pr oduction i s not - doesn' t look so 
encouraging, pa rtly because sales have been curtailed 
by the very cold wea ther of the past week . Production 
is expected to hold rather l ow during February . 

Steel production turnea do Nn slightly this week. It 
is not shown yet on the chart. The authorities in 
the trade expect another upturn later in the month, 
probably increasing in r Epidity during March, as I 
gather from the various traue Journals . I might 
call your a ttention to the f act tha t we have declines -
we had a decline in '.37, had a slight decline in 1.36. 
These movements seem to be r ather irregular during 
the winter months. 

Construction :;e have sholm mor e clearly on this l arge 
chart . Following the letting of 'IIPA orders which 
raised heavy construction considerably during the 
l atter part of the year, we have had the sharp drop 
a s a reaction from t his . 

Gosh I 
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Well , tllis is Just during a six-day period. We 
don ' t know wh&t the full ~onth ~eriod would show. 

Residential has neld up about the same as during 
the latter part of December. lurned up slightly, 
and is no:1 a t the same l evel as in • 36. 

All right. 

(lo Baas) Do you know of any other things .... 
'nell, PI'/ A r a ther t han VIP A . 

Oh, PWA . 

Might stay with t he domes tic. 

I asked Henry Murphy to call up some people in 
Detroit. He had previously lived up there and he 
had made trips up there for automobile contacts, 
and I asked him if he'd call t hem up and see what 
their views are with r egard t o the automobile situa
tion. Might have that next. 

All right. 

And have Barry come at the end with the internati onal. 

The persons whom I called at Detroit 'Nere Mr . Court, 
toe statistician of the Automobile Manufacturers 
Association, 

·~he what? 

blr . Court, the statis tician of the Automobile 
~ufacturers Associ ati on - Mr. DuBrul, of General 
Motors, Mr . Scoville, the statistician of Chrysler, 
and Mr . Stanford Taylor, the President of the Invest
ment Research Corporation, which is one of the 
statistical organiza tions t here; runs the investa~ents 
for several investment trusts, and , not being directly 
concerned in the industr y , they are sometimes able to 
give a better view of it than the persons who are 
concerned in the industry directly. 

All four of tnem were pretty blue. They told ae that 
sales in the au t omobile industry as a whole were 
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running 50 to 60 percent below last year, and t hey 
thought they might go somewhat l ower befor e t hey 
went higher; but none of them believe that they 
would be t hat much bel ow l ast year for the whole 
year. Their estimates r anged f rom JO to 50 percent 
belo11. Three of them <;ave tha t range. llr . Taylor, 
looking a t the industry someNho t from the outside, 
was the most bearish of them all, and gave a range 
of 40 to 50 per cent below . Since the production 
for the year just ended is almost even f ive mill ion 
cars, the r ange from 30 to 50 percent would be two 
a nd a half to three and a nalf million cars, and the 
range from 40 to 50 percent would be two and a half 
million to three million; thLt 1 s two and a hal ! 
mi lli on to three and a half million, and two and 
a holf million to three million. That isn' t as 
bad us i t seems , because t he production in 1934 
was about 2, 900, 000 ; so on the basi s of about the 
mid- point of our more bearish estimate, we would be 
back t o 1934 on a production basis . 

uha t proportion of total output is exported? 

I don't !mow, l.!r . Secretary. 

Well, that's terr ibly important . 

Much l e ss tnon ten percent • 

Well now, wasn't - l ast year? 

Exports? 

Yes. Well , cneck. Don't l et ' s guess; don ' t l et ' s 
guess . Let's check wha t proportion of their business 
l ast year was export and wha t proportion of the 
fourth quarter was export - part.icula rly the fourth 
Guarter . I tell you, if you c ould get last year 
t neir export business by quarters, I think i t would 
be very interesting . /(bat the percentage of their 
export business i s by 4uar t ers - that ought to be 
a vailable . 

Have t o get it from them, b ecause our trade figures 
only give t ot al amounts . 

I think it would be qui te interesting . I think 
you ' ll see it shoot up in the fourth quarter. 
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I ' d like to say in explanation of this position 
that this is out of my main field . Wr. Haas asked 
me to do it because I am personally acquainted 
with the persons and so am able tog et personal 
adumbrations tha t I couldn't get otherwise . 

That ' s all right. 

42 

I a sked all of them •hat t hey thought about the 
outlook for retail prices in the automobile industry, 
a nd all f our of them r ather emphatically said tha t 
they thought there was not much cha nce of automobile 
prices being cut ma terially, lind for two reasons: 
first , because they didn't think the cost situation 
Jus tified it; a nd second, because even if the price 
cut should be made either beca use of a changed cost 
si tuation or irrespective of the cost s ituation, they 
didn ' t think that the demand would respond to it 
materially . 

~ne of tnem stated that he thought tha t with lower 
prices tney wouln take in less i n dollars than they 
do now . Another stated that he thought tha t with 
lower prices' they ' d take in about a s much in dollars 
a s t hey do now, •~hereas, of course, their costs would 
be higher. None of tnem felt their dollar volume 
would be increased enough by a cut to pay the cost 
of production of the additional units . 

I asked tnem what they thought of credit terms 
in the industry. Well, t ney said they had hardened 
consi derably during the past year, but they didn ' t 
think t here Hould be any furtacr change in credit 
terms as " result of t he ·/hi te Bouse conference. 
Most of the things I di scussed there were things 
tha t had a lready taken place . And they didn ' t think 
these hardened credit t erms were one of the important 
factors in the industry, and they thought very few 
additional c ars would be sold should credit terms 
be relaxed . 

Mr. Scoville, Chrysler Corpora t ion, particularly 
emphasized the used car situati on. Be sai d that 
used cars were a very bad problem now. and I know 
from pas t experience that Scovi lle isn' t a person 
to whom used cars ~re always a probl em, a s i s true 
in so many c ases. But he said used car prices had 
gone down quite a bit and ~ere still going down; 
thbt this, of course, increased the differentials 
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between used car and new car pr ices, and i t hurt 
sa~es in two ways . In the fir st place, many peopl e 
wbo would be marginal purchasers of new cars instead 
buy good used cars; and in the second flace, when 
used car prices slip, the dealers aren t able to 
offer good trade-ins auy longer, and tht. t cuts down 
purchases of new cars by persons who would be marginal 
purchasers of new cars 1n different ti.mes . 

DuBrul sa id that General Mo tors Corporation was 
actually warehouslna neH cars now, which was 
unusual; tha t despite their greatly contracted 
production, the new cars were piling up on them to 
some extent - they are warehousing in llountain City, 
where they have an assembly plant - but they expected 
to get rid of those on the spring bulge . 

?:heir par ts inventories , which were very high last 
spring, he says, have not been r educed, but they 
a re not a t a ll afra id of it. hnd Scoville said the 
same thing, tha t tnei r parts inventory is still 
lar ge , but they are content with i t, not maki.ng any 

effort to r educe it at all. 

All of t hem spoke much more encouragingly about the 
l a bor situation 1n Detroit than they have a t aey 
previous time that I have talked to them. They say 
tha t labor efficiency has risen quite a bit 1n the 
l ast six months, as we would expect it to do in a 
recession, when people begin to be afraid of their 
jobs . But t ney are none of them confiden t of wha t 
would happen to the l a bor situa tion if there should 
be either an attempt at a general wage cut or if 
t here should be a genera l business r evival, so 
removing fears of loss of jobs i n work.alen . They 
feel tha t if there is a revival, the l abor leader s 
will likely fight it out on t he l abor question. 

That ' s a good report. I think with t he automobi le 
s ituation as bad as t hat - I think we better follow 
it every week . Let Henry follow it every week until 
she gets be tter or worse, because that is such a 
major part of our industr y, and that sounds pretty 
sick . 

May 1 comment a l ittle bit on that? 

Sure . 
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I know these men he t alked to, and although what 
~enry says is true, thet used cars aren ' t a chronic 
problem with Scoville, I have noticed tha t when they 
are down in the bottom they really get a good deal 
bluer t han t he situati on is. And people who have 
come in to talk to me recently - oh, peopl e with 
investment trusts, and so on - they have been 
t errifically blue in the pi cture they ' ve pa inted. 
And I think some of them do it unconsciously and 
others don 1 t . I think they feel that if they ' re 
talking to anybody connected with the Government, 
t he bluer they can paint the picture the better it 
is, - t ax program, monopoly, a nd all that sort of 
thing - I think we can oi scount it & little bit. 

~o I asked one of these people in to s ee me, and 
ne gave me this very blue talk, looki ng at it from 
t ne investment trust picture . I asked him, "You 
buYing stocks?" after he got through, and he said -
hesit ated a bit. l:le didn ' t t ell me , but he let me 
believe he wasn't selling any. He said, "Well, 
after ell, I 1d take mor e stock in the way the 
market ' s acting than l would in the economists• 
analysis ." Then he went on to describe it. I said, 
"Now, Just exactly what do you think will happen?" 

"Well, what do you think? You tell me some other 
things . " 

I said , "1 don't ~now . Jus t make your own ~uess . " 

a nd he gave a picture just about the way we ' re feeling 
~<bout it. 

rlho was this? 

This was Elisha Friedman~ Vice· President of .••• 

General American. ... 
General American. 

l:le •s a good economist. 

l.lh, I tnought that fellow up there - his name was 
Frank Altschul. 

General American? 

• Se::retury &: Tre~osarer of On! t ed Continentlll, 
lo5 ~ro~dway , h~C. An H. G. Friedcan is a 
Vice Presiuent of General American. 
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I! .!JI.Jr: Yes . 

!lass: 

1! . 1J.Jr: 

Baas : 

Murphy: 

11 . 14 .Jr: 

lias s : 

H. M.Jr: 

llurphy : 

H . t~ .Jr: 

I don't know. I ' ve known Friedman for a number of years 

Is he their head man? 

I don't know . 

He ' s Vice President . 

Is tha t the way he f elt? 

r pulled it out of him. 
might get ano"her 40 , 50 
wouldn1 t make any m€>n~ 
tnrm 129 . 

Might get a spring bulge, 
percent, Gnd t hen t hey 
~that' s a lot better 

nell, I still - I 1 m glad to have you evaluate it, 
but I still s ay we ought to have •••• 

I could add several r emarks on t hat . As a · check, 
l asked each one of these f our wha t they thought of 
the general business situation, because tha t would 
color their views of t he automobile situa tion; a nd 
none of t hem ., ere particular l y bullish. They all 
felt t hu t it easil y c oul d develop into another 1 29 
recession, only or course starting f rom a much lo1·1er 
base. Na turally , all of them being somewhat rlightist, 
"ney said that it Nould devel op into u bad si tuation 
unless tne Government evidenceda much more cooperative 
a ttitude towara business t nun i t had hi therto . 

Mr. ~ourt, u iffering from the other tnree, felt that 
?te also needed t. greut ueal of pump- priming if we 
w~re goine to get out of this . The other three 
d isagr eed with him on thut . 

But I tnink the f ac" tn~ t these people all have a 
r ather bearish outlook on gener al business - much 
more bearish tl~ t ne outlook we nave adopt ed here -
doubtless colors their views on the 6utomobile 
cifficulti es , t nd their views on the a utomobile 
industry ougnt to be inter pretea with tn6 t back
grouna i n mind . 

I checked Mr . Taylor ' s views in the same way that 
r.ir . Haas • • •• 

Mr. Taylor ? 
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Stanford Taylor, the Investment Research man. 

Yes. 

hnd I remarked to him tha t on December 31 I 
noticed that they had no automobile ~tocks at all 
in their portfolio, and had they any today? Be 
said, 11 Not a share." bo he ' s betting his own 
money r ather than - he ' s betting his employers • 
money. 

They have no &utomobile stocks? 
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Murphy: they have no automobile stocks, am they're operating 
in Detroit; so they•re sincere 1n their besrisbness 
on tne automobile s ituation. 

Dcggit: 

1here is another little piece of - little light 
on it that I ought to mention, and that is that the 
best record in tnt~ industry now is being made by 
Buick, much to the surprise of General Motors, since 
tnere are no radical innovc. tions in the new Buick. 
Tney don• t know why, but the new Buick has caught 
the publ ic f ancy, is goine over much better than 
a ny other General Motors car , and probbbly than any 
other car in the miJ rket . >-nd in one or t~;o states 
it is now in third plnce in sales, having broken 
ahead of' one of the lo.v-priced cars . 

(Smiling) High consumer income . 

H .~ . Jr: Ylhat else? 

Murphy: Tnat• s all, Kr. Secretary. 

H. >! . Jr: Now, I 1 d have him for a while do this each week, 
so that we - because it is so important. 

Haas : All right. 

!l .M.Jr: Now, who is the next man? 

Haas : Might take O' Donnell and then Harry. 

O' Donnell : I deal a little bit in, ins tead of forecasting, -
in history, because I want to tell you about our 
collections; e nd I have had prepared today on the 
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basis of one day estimated the latest daily 
Treasury statement in compari son with our est1ma tes 
that we made a month and a half ago . We had esti
mat ed for January, 1938, receipts of 308 . 2 millions. 
Estimating one day , we now estimate that we will 
receive 324 . 9 millions. That is 16 million dollars 
more t han we estimated - a pproximately f i ve percent 
more . This is our estimate . 

H.U.Jr: Of when? 

o •Donnell: 1his is for January. 

H. lA.Jr: I mellll estim11te as of when? 

O'Donnell: 1b1s is the estimate early in January. 

l! . !!. Jr : In which you estimateo we ' d get •• • 

O•Donnell: Get in ..• 

H.M. Jr : 30d million? 

0 1 Vonnell : '.l:ha t' s correct . Now we thinK we'll get 324 - we 
did get it , but Januury 30 is just estimated. That 
is 16.7 millions more t han we est1mated, or five 
percent more. !low, from July through Janua ry our 
est~ate is up 16 .7 - t ha t ' s t he basis on ~nich we 
worked - which 1s a half of one percent over . 

H .~.Jr: Now, y~u're lacking one day? 

O' Donnell : One day only . 

H.M.Jr: "'ould you have tbet t omorrow for me? 

O•Donnell: "'e ' ll have tha t late t h1s evening . 

H. U.Jr: Hill you bring it in 9:30 tomorrow morning . 

0 1Uonnell : And the deta1led collections, which became available 
about t he 25th of the month for the m.onth of December -
we were plus three-tenths of one percent, $2, 700, 000 
over what we estimated. 

H .~.Jr: That's for December. 
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o•Donnell: That won ' t be available for Januery until about b e 
~5th of February . 

H.~.Jr: Do we release t his, George? 

Haas: No, sir . 

H. M.Jr: No. 

Haas: You mean a comparison? No. 

O•Donnell: We never do that. 

This is January through yesterday on a collections 
basis. Make lots of errors, but we have lots of 
compensations - up on one thing and down on the 
other. 

H.M.Jr: Well , the whole picture ... 
0 1Donnell: The whole picture •.• 

H.M.Jr: Decimal one. Lucky boy l 

Hens: Has to be sometimes. 

li . loi .Jr: •lha t else you g ot? 

O•Donnell : Those Here the ma in things I wa nted to report on 
this morning. 

H. ll .Jr: All r ight, no~, wno comes next? 

Haas : Harry, unless Miss Uichener 

Michener: No, I have nothing. 

H.M.Jr: Trot out those South American things . Let ' s have 
a look at them. ~1ther behind Mr . Taylor or there 
somewhere . 

White : There ,.ere two others. 

H. M.Jr : Well, everything is there. 

Haas: There they are. 
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I could preface t his by saying that the first blue 
note in t he i nternational position i s the t empor ary 
figures of our exports, which show a ve ry sharp 
decline for the first f ew weeks in J anuary. 

l:.xports? 

Yes . I t' s the first time . 

Yes . 

Those a r e t he preliminary fig ures f or the first 
three weeks . 

Well , go ahead . 

The decline cannot be allocated to t he J apanese 
situa tion, because our exports to there have 
sliglltly incre&sed . The decline, though we don ' t 
know to what countries it has t aken pl ace, we do 
know that the South American situation, from the 
point of view of our sales to them, is bad. Mexico, 
of course, you know . And Br azil likewi se is in poor 
shape . And all the countries there a r e suffering, 
as I think we indicated a few weeks ago, from the 
sharp drop in t he price of their exports . That is 
one of the f actor s which is r esponsible for their 
increasing exchange difficulties; and they are 
beginning to buy much less in the last few weeks. 

So much for the general situation . 

On the Latin American sit uation, you indicat ed an 
interest in the positi on of t he various countrie~ . 

Yes. Aren't you going to explain these to me? 

Yes, shall I? 

Yes. 

And, inci dentally, ~hoever your expert chartis t is -
t hese charts are very hard on the eyes . I don't 
know what there is •••• 

Lot of black. 

I think it's - ther e ' s something about that chart 
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which is very hard on the eyes . Wnoever your 
expert is , just let h1JII study it; and, in doing 
it, if they can r elieve the black with another 
color - but there is something about that which 
is very herd. Might just as well make it easy. 

co 

o •Donnell: Too much on one page. 

B.U.Jr: Something about it. 

White: 

B.~.Jr: 

White: 

H.:.!.Jr: 

Nbite: 

B.I.I.Jr: 

Hhite: 

Do you (Taylor) want to sit beck here? Want to 
get this? 

(Taylor takes chair near Secretary) 

This is t he imports of Latin kmerican countries -
now wha t we 1 re talking a bout exclusively, - the 
imports of the various important Latin American 
countries from whst we consider our leadi ng com
petitors: United Kingdom, Germany, Italy, and 
Japan. I t aly is not important, but one of those 
countries He have some interest in. 

These ere in terms of percentages, and they are 
for 1 28. That would be before the depr ession. 
~nd then for the l est three years . So you can tell 
whether these countries are bU¥ing a larger or 
smaller portion of their goods from the United 
States, or United Kingdom, or Germany, or so on. 

Now then, we find tha t so f ar as· the United - none 
of these countries, with the exception of U.K., is 
back where they were in ' 28. None of these four 
countries . 

I don ' t quite get that. 

This is the 128 percentage . 

Yes, I get that. What is this here? 

#ell, that is their sales to us . I thought you ' d 
be interested first in their purchases . 

Now, this is •••• 

Their purchases from abroad - Latin American countries ' 
purchases f rom abroad. 
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~ell, i s all this South America? 

Just Argentine. 

This is wh&t they bought . 

51 

- Oh, Argentine. 

This is the per centage of t heir imports from the 
United St a t es . Now, they bought a sma ller portion 
of tbeir total impor ts from us in successive years . 

1 37 is up . 

That ' s right . Less t han 1 28 . But l ast year we 
improved our situation even in Argenti ne . 

Yes . 

England 

Go ahead . 

England, on the other hand, hasn't changed very much 
even since 1 28, t hough she lost a little l as t year, 
lost in proportion. These are not absolute; the 
absolute ones we can get off the others. 

Germany has a lso lost compared with ' 28, but you 
will note that she got a little bit more in ' 37. 

Italy ha s lost in practi cally all the countries 
since 128, and her proportion i s very small, in any 
case, with the exception of a couple of countries. 
The r est of them - they 're almost negli gi ble . She ' s 
improved her position in some of them last year . 

Have you got the whole figures for 1 37? 

Yes, we have them. 

I mean able to complete 137? 

Well , we have estimated it on t he basis of eleven 
months. December we haven ' t got. These a re - well, 
they ' re still missing Kexico; we have no f igures at 
all . 

Now, go ahead with Br azil . 
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Now, just one word about J apan, because Japan is 
very important, significant in all this . I suppose 
not in this chart but in t his other chart, i t shows 
that Japan in the last six months has put on a lot 

r:2 .... . 

of pressure and the results are that she is increasing 
her exports to all these Latin American countries, and 
most of them very substantially, i n terms of percent
ages . But her business bas never been large, so in 
terms of absolute amounts it isn' t very great; but 
in terms of percentage sometimes it is a hundred, 
two hundred, three hundred, and in some cases four 
and five hundred percent for some of these countries, 
the l ast few months. 

That doesn't show in a verage figures . 

No, 1t doesn't; but it will show. 

Now, if we t ake Brazil, t he situation is much the 
same, except t hat United Kingdom bas l ost a good 
deal. And again Italy and Japan • •• 

Germany got the Br aziliun business, di dn ' t they? 
Tha t shows everything that they (U.K. ) lose comes .... 
Germany ha s done very well, although not any better 
last year than previous years. But she has much 
increased her percentage over • • . 

That is true of Mexico . 

A.nd that is true of Uexico, a lthough in J.lexico 
t he last year, we think, s he ba s lost a little. 
Uexico doesn' t publish any figures at all, so we 
can 1 t get them; but from other indications, using 
German figures and others , she ha sn' t - there hasn ' t 
been any substantial increase . 

Cuba - of course we have the bulk of the business, 
nnd i t ' s been increasing and is even higher than 
1 28 . 

There is another ins tance of Germany . This was 
her best year; Germany's best years, 1 35 and 1 36 -
apparently 1 38 bas no t been quite as good - ColoiDbia 
here . 

Hut we have done, I •d say, •ell on most of these 
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countries; a t least, we haven ' t done badly. 
Peru - Col ombia. 

No1Y I'll give you a picture of the total. 

hren•t you going to explain the other side? Going 
to keep on the import s ide? 

I thought tha t's what you were particularly 
interested in. If you•re interested in our pur
chases from them - well 

This i s exports t o 

This is Argentine's exports to the United States 
as a percentage of total of Argentine sales . In 
other Mords, we buy a much smaller percentage of 
hrgentine •s t otal business than does U.K. We are 
second on the list. We buy more than we used to 
in terms of percentage, but about the same the 
l as t few years . England, on the other hand, has 
bought much mor e and dropped back some •••• 

Germany is not buying as much as she did i n 1 28 . 
Italy has suddenly jumped up . 

What is your basis f or this , volume or ••• 

No, value converted into dolla rs, and at the then 
current existing pri ce of exchange . And we used 
here a $ . L5 rate. Uay depend on what r at e - maybe 
a little r elative - the positions of all . I mean 
wha t would be compar able t o a ~ . 25 rete. 

Mexico - we are the biggest customers of Mexico, of 
course - the sales in Mexico a nd Cuba. 

1hen we•ve got some of the smaller countries. This 
will g ive you the pi c ture of it. 

Her e is our total trade with Lat~n Amer ica in terms 
of actual dol l ars - what i t was in ' 35 . This is 
our export s to Latin America . 

These charts were done i .n a hurry. 

I see. 
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In ' 35 our exports increased, and our exports 
last year increased almost 50 percent to the 
whole of Lati n America. That was likewise true 
of • •• 

This is a favor~ble balance? 

That is an unfavorabl e balance - t he import column. 

And now, these were the actual amounts. Now we 
are coming to now important that is in our trade . 
Now, ·.ve exported an increasing share of our business 
to Latin America - 16 percent, 18, and 19; wher eas, 
on our 1mports, you see, we almost get a fourth of 

54 

our 1mports dropped - came back. Can' t show a balance 
on this. NoiY , that is America• s position with the 
total Latin America . 

Here is ~ngland. England, of course, imports much 
more than she exports -great deal more, and her exports 
have increased, but nowhere near ours, whereas their 
imports have increased much more, she is buying much 
more. · 

This is the same thine in terms of percentage exports 
to Latin America . Very little change . Some increase 
l as t year. 

Here is Germany. Germany, you see - total business 
is much less important than ours - five percent -
but it is increasing. In other words, there is an 
increasing share of Germany ' s business that is going 
to Latin America. - Oh, excuse me, that isn' t 
percentage, that is reichsmark. Here ' s the percent
age. 

You say it ' s important. 

Well , to the total Latin America - this is her 
exports, whereas here are her imports. She exports 
about 12 and imports about 18 . She is approaching 
in importance to Latin America to what we are . 

But this is Japan. Now, this shows Japan's very 
subst ant ial increase , but it doesn' t really show the 
whole picture, because the increase in Japan came 
particularly during the last half. 
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Italy is negligible, except t his last year she 
began to buy a lot more goods . 

All r ight . 

But Italy's i1nports apparent l y - as a percentage 
of Ita ly's business, 58 percent of her imports now 
a re from Latin America, ana she is looking now 
toward Latin Am~rica, which is true of Italy and 
true of Germany and J apan. Not of U.K. That ' s 
the total Latin American . 

No,, , what 1 s this? 

Well, tills is our business with various countries . 

By months. 

This is by months . ~nd the black lines aer e the 
months of t his year; shaded lines are the months of 
l ast year . Shows how much our exports have increased 
over last yea r every month. We haven' t got December 
yet, but t hat ' s all increa sed . 

'" ,'l(l t is this line? 

That•s the balance that - an import ba l ance. 

You mean •• • 

That ' s an import ba l ance1 but that doesn't show
t hat ' s last year; December isn •t 

You Qean above the line 

•• is export balance, favorable ba lance, so-called. 

~-a vor able . 

Below is so-called unfavorable. 

What will 1 t be t his year? 

It will be favorable, definitely favorable. We made 
up more this last month - over 110 million in December. 

Well, you haven ' t got it yet for December. 
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lle •ve got it now . Yle didn' t know when t his chart 
would be completed . 

Didn' t know when you could complet e it. 

Yes . We can put this f igure on now . VIe can' t put 
those figures on for another month. 

You mean the breakdown. 

But ne'll ~ut t he t ot al . Now we can see the situation. 

.:ell, here lt is f avorable; I mean our balance of 
trade with Uexico wa s favo~abLe ~uba . 

That is t ermed favorable . 

Argentine is .•• 

Turned favor~ble t oo, for the firs t time . 

Brazil , f a vor uble; Colombia , unfavorable; New 
~ealand , f a vorable ; Chile- damn sma ll, isn ' t it? 

hll the r est of t he countri es are very small, so 
,•:e didn ' t put them on . 

That' s Just wha t I wanted . 

That was George l s idea . 

Fine . 

These are the leading countries . This is United 
Aingdom up there - customer . Shows how much more 
we exported t hen imported, above the line. See, 
t here isn't a great deal of difference in our 
trade with United Kingdom from the point of view 
of our purchases from t hem, but our sales to t hem 
have greatly increased . 

This is J apan . Of course, we have import ed less . 

I 1 m going to s tucly tba t . 

Noo.v, there are a lot more comperisons. 
charts are all on the bosis of fig ures . 

But the 
If you 
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like, we can make charts of them. 

I til ink I • ve got enough here for tbe t ime . Let me 
nbsorb t his . 

No~, this is just & concl usion of the La tin 
hmerican - jus t the first two pages . 

Jill right. Now, wha t else you got? 

Wily, there are t wo points It d like to raise . One 
is that , as you know, Cbpita l is continuing to flow 
out the l ast week. Second is, I jus t want t o r a ise 
for your consideration this thought : that one of the 
r easons wny we put gold in the inactive account was 
because it was supposed to and did at tbe time 
reflect bot money, so-called - capital c oming in. 
That is no l onger true . The gol d tha t we are 
putting in the i n£ctive fund now r eflects , t o what 
ext ent we can't exactly s ay - but i t reflects mostly 
gold whi ch is coming in in settlement of the inter
national balance of payments , a s di stinct from hot 
money . I just wanted t o r a i se that for your 
consider ation . 

It ' s been the domes t ic newly-minea, not the imports . 

Yes . I mean t aat •s going i nto our ••. . 

I mean it ' s f l owing out; t he l ast f ew months t her e 
should have been an outflow. 

Well - and I still s ay, so wha t? 

It is un ttdditional re&son fo r reduction - i n so far 
as t hat wos e. r eason for adding to t he inactive 
account, it nol'l cons titutes a r eason for r educing 
t he inactive a ccount, e ven though gold i s not now 
flowing out . 

ilell, bow would you do i t? 

Oh, Jus t spend it . 

How? 

Let the bills run off, don 't borrow so much. Issue 
gold certifi cates agains t the inactive account t o the 
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extent that the incoming gold does not reflect 
capital movements . 

I don't like to use this as an argument, but 
incidentally that is what England - that's the way 
England operates . 

And increase the r eserves? 

That would be one of the inevitable effects. 

6ell, you can' t just 

No, I•m just saying, for consideration. 

I mea n you can't quite ... 

••ell, an increase of reserves personally doesn 1 t 
bother me a t all . 

Well, it does a lot of other people . 

Well, I just want to leave it with you. 

lC ou1 re raising a question, but you're not putting 
a solution in my lap. 

\'/ell, I have a solution t ha t satisfies me, but I 
don't want to give it to you now in the form of a 
question. If you want to think further about it, 
I'll be glad -we'll present a brief memorandum on 
it . 

I'd rather have a memorandum. It is too important. 

All right. 

'.'le •re working on another thing which follows that -
tha t other thing we were discussing yesterday 
a fternoon. 

'llhat • s that? 
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I mentioned it to you one other time. '.'le 1re having 
a good deal of trouble trying to get up a graphic 
picture which shows the effect of all these forces 
over which some government agency has control, whether 
deflationary or inflationary - to give a picture at 
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specific time i ntervals. And then we had planned 
to draw some conclusions from that . We 1 re worki ng 
on that . 

Le t me see a minute . Tb..is fellow coming in at three 
o ' clock, Congressman Binderup, had a l ong time with 
t he President yesterday. I ' d like him to come .•• 

('!o Kieley) Have Congressman Binderup' s charts 
come? 

Yes . 

Where are tney? 

Ryan is saving t hem doHOstairs . 

Could they be brought up so we could take a look 
at them. 

I•ll see wha t it i s . He wants to get me al one, but 
I don' t think I want to be alone . %111 just see . 

Our shurp reduction in expor t s is one of the early 
important indications tha t things are beginning to 
be bad somewhere outside . Don't Inlow exactly where. 

Well, I just - I ·•ant to just wait one minuto, see 
what tnat is. 

Just while wa iting , got one thought you might be 
tninking about, George! whether we went to invite 
anybody else in from a ny other department when we 
do this once a week, see? For instance, take a 
fellow like Lubin . 

Yes. I think it would be quite good. 

I mean t hen ne could see what we ' re doing, and he 
could make a contribution. I mean I ' d want to do it 
very carefully and very slowly as t o who we' d have 
in. But I think of all the people around be could 
contr i bute most. What do you think? 

All right . Start ea sy a nd then if you want •••• 

Wha t do you think, Wayne? 
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Taylor: I think he ' s a very good man. 

H. M.Jr: Anybody question that? He ' s very discreet, Lubin is. 
I've found him so . 

"I'JY comment? 

White: Not awful hot about jus t one man. If you want to 
make it a policy and select three or four of the 
best -but Lubin ' s contribution- I don't know. Be ' s 
in touch with the l abor situation, but whether •••• 
Their figures er e always six weeks l a te. I'm not 
very entnusiastic &bout his coming in unless you want 
to make it a policy . 

a .U.Jr: Well , I was t hinking •••• 

White : Be would be one of sever al i f you were to make a 
selection. 

H.M.Jr : Wel l, it ' s an hour I• d l ike t o do each week; I want 
tog et as much as I can . 

Haas: There is one field - he does make trips around the 
country and he has specific facts about different 
industries, so on. There i s one field , the employ
ment field, in whicn as f a r a s I k oow he is the 
outstanding person in Washingt on. 

li . !.I . Jr : See, I've seen him pr esent his stuff and I ' ve 
listened to him . hna the beauty about Lubin is 
ne doesn 't talk. 

H.aas : If you' r e going to nave a complete circle - well, 
of course , that would be much bigger . 

H. :4. Jr: But you get - that •s the trouble ; t hen there ' s 
a lways leaks. That ' s the great trouble . 

Baas : You have to figure t here wil l be leaks . 

O' Donnell: Might be bet ter t o invite particular men on occasions 
when you think t hey c a.n contribute to sollthing under 
di scussion. If, for instance, you' re interested in 
some banking problem, might be better to t ake some 
of tne Reserve Boarders over, and if labor is 
particularly importa nt a particular week, to bave 
Lubin over. 
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'Nell , the thing It m afraid of is, we may ki nd of 
get in a r ut here, we may not be covering the whole 
field , and • •• • 

Get Commerce a nd Agriculture. 

Yes . God! the great trouble is that these other 
meetings - there ' s always a story . And you pick up 
the Wall Street Journal - I didn ' t happen to be in 
the meeting; meeting took place Saturday night, 
and the Wall Street Journal has it. Of course, the 
great trouble - as soon as you invite people from the 
outside, there a re always leaks. 

Yes, it's 4uite so. 

Well , t hink about it, George. Think about it. 

Could simply have tha t individual talk, and the only 
thing he ' d be leaking about is what he ' d talked about. 

You mean have it get out . 

a ave him come in here ••• • 

(To Kiel ey) Are those charts here? 

They ' re on the way up . They're way downsta irs. 

,;ell, have t hem in your r oom and Dr . White will 
take a look a t them. 

l'lell, letts think about it. 
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TREASURY DEPARTMENT 63 

INTEflt OP'P'ICII COMMUNICATION 

o•u Fellruaxy 11 1938 

TO Secretaty Worge.nthau 

Herm&n Oliphant 

For your infol'lllltion. 

Pursuant to appointment, I saw the Attorney General today at )tOO 

on t i e bide, I outlined the changes in the situation since the mddle of 

Septe11ber, when the IIAtter was last up for discussion, I described the Tre&e-

ury' a experience with tie bids and our turtber thinking on the moat prectica1 

way to deal with the problea. 

He agreed that it wae desirable for the practice to be lmifora 

for ill depertllente, provided the plan tor lmii'Ol"lll handling wae consistent 

'l'ith the budget lim.t&tione of hie Department, I sketched the plen set forth 

in tbe attached JDemorandum tor discussion, which he said seeiiiOd satiatacto17 

to b.!.. 

He said he would undertake to have an Executive Order drafted 

along the lines or the pl.t.D I elcetched, I left with hia a copy ot the 

attached memorandua to serve as a basis for further work and discussion, 

Tbe problem or tindiJlg independent and competithe sources 

of auppliea 'llban identical bide were received twice and prin.te nesotiation 

vas thereb.r authorized C8lle up tor discussion aa I had anticipated. I 

stated that a pooth working of a UDli'ora plan would depend 110re larllel1' 

on personnel with the slc1ll and knowleclge neees881'7 to find auch independ

ent sources than Oil &Z1!T oth.er sinSle !actor and added that auch eldll and 

Jmowleclge would be fOUDd or provided in the Procure~~ent D1Tia1cn, 

/eJ 
~ 
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PW! FOR !!MIFQllM !W!IlLIJ!G Of IpEZf'l'lgL BIDS fOR AJ.T. DI!PW1!f!Tll 

1 . Reduce the nuaber of cases in which identical bide will be 11\ll:aitted IV 

requiring a convincing ehowinc thet tbe Depe.rblent could not use ~ut 

as well some article other than that on which identical bide would prob

abq be received. Th1s ehould be done in a:JXT eTent to avoid the dsJiger 

of getting but a single bid. The Procurement D1Tie1on would aaSIDie the 

responsib111t7 for competence to renew these eho~s. 

2. The procedure for hAndling identical bide 1e based 011 the Attorney Gen

eral' s Opinion of August 101 19371 to tho effect that, in the absence 

of a:JXT special showing, such bide constitute a R£2 facie case of col

lusion. That the article in question is patented, co!'1T1ghted, or for 

some other reason is ava.il.abla from onq one source, would constitute 

the sort of special ehowing referred to. 

3 . In the absence of such special showing, identical bids should, in all 

cases alld without reference to the Departaent of Justice, be re~ected 

pursuant to the Opinion ~ust 111sntioned, and the bidders notified of the 

reason for such re~ection. There should thereupon be e readTertisell8nt 

for bids with special efforts to get bids from partie& theretofore not 

bidding and likel,y to subiDit genuinel,y competitive bids. Such readTel'

tise.e!lt to bid llli&bt require that an e.ftidaTit to the effect that the 

bid was not arrived at in agreement with others be submitted with each 

bid (the precise foJ'II to be detel'!lined in conference with the Departllent 

ot Justice) . 

4 . It identical bide are again received after such readvertise•nt, the 

Director of Procure~~ent would proceed IV no~titive noaotiatioll 

to malc.e the purchaaee in question; and such negotiations would be lodced 
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in the Director o~ Pro~t 8ftD thou&h the purchaaee 1D que.tioD 

were ordiDarilT baDdl.ed ~ the eeparate De~te. 

5. PUll Wo..-atioo OD all oaaea ~ ideotical ~ Mt.Jld be .-de &ftil.

&bl.e by the Dep&rt.Mote COD081'1Ied to the .t.ttorDeT GeDBr&l &od tba 

J'edereJ. Trade Coadeaioo. 
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TO 

Prepared b7 
H, D, 'lhite 

D1vieion of Research and Statistics. 

INT&" OP'If1C& COMMUNICATION 

::~r:::~nthau 

' 

-/1-1 
;) 

ouo Fobr~.t&ry 1, 1938 

SubJect : The 9r1t1sh Exchanb~ Equalization Account. 

l. The British Exchange Equalization Account was 
estnoli Bhed 1n April 1932. The fund ete.rted 11ith 
25 m1l11on pounds of forei gn excht'.n{!e and a borrowing 
capacity of 150 million pounds. This borrowing capacity 
(i.e., pr1v1le~e of issuing Treasur y bills) was increased 
by 200 mi llion pounds 1n April 1933 and by a further 
200 ~1ll1on pounds 1n June 1937. 

The British Treasury decided 1n June 1937 to publish 
quarterly (with one quarter l e.g) a statement of the gold 
held in t ile account . The last da te repor ted •1as 
September 30, 1937. The amount of gold 1n the fund on 
~hat date was $1, 395,000, 000. In addi t ion the fund has 
(a) e gold loss claim on the Banlt of En(:;land for gold 
sold to t he Banlc of England a t t he statutory price which 
is about 4o percent below t he marke t ~rice; (b) some for
e1bft exchange and some sterling, and (c) borrowi ng capa
city of probably over one billion dollars. (A detailed 
statement of t he account is not divulged and, therefore, 
t he breakdown of the fund 1s not knor.n.) 

Si nce t ha t date t he account has doubtless gained 
several llundred million dollars mo:•e of gold snd probably 
now has between 1 . 6 and l.S billion dollars of gold. 

2 . Pur Pose or Fund 

It has been stated several t imes b~· llr . Chamberlain 
and Sir John Sioon that the British Trea sury considers 
the ~urpose of t he fund to be not at all directed to any 
permanent altera tion in t he rela tive exchange value of 
the pound . Its use, t~ey clai m, bas been directed towards 
(a) smoothing out t he daY to day and hour to hour fluctu
ations in exchange r a tes; (b) neutrf• liz1ng t he effects Of 
inflows €tnd outrlor;s of short- term funds on the dome a t ic 
mone t ary structure. 

6<> 
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Of course, there are excellent grounds for skept icism 
with respect t o this claim. Any action taken to alter ex
chan~ rates, or to prevent exchange r ates from altering 
must influence underlying conditions. 

we do not know whether the British Treasury policy 
with respect to operations of t heir Equalization Account 
is actually one ot offsetting only international short-term 
cap1tc.l movements and of reducing day to day fluctuations, 
a o tney claim. We only know that 

( a) They could alter the sterling price tor gold 
(and hence exchange rates) and by so doing influence 
the underlying forces de termining her balanc~ ot pay-
ment i .n either direction desired. 

(b) They are Jus tly hesi tant about appreciating 
sterling further, because ot the effect of such action 
on her fore i gn trade and because of t he repercussions 
to such action in other countries of the sterling bloc. 

(c) They are likewise hesitant about depreciating 
sterling because of t he r esultant pressure on other 
European currencies, and possible increased induce
ment to gold acquisition. 

~nether England is wi se to have kept gold around 139t 
shill ings (equivalent t o about $5 per pound) i s a moot 
question. 

J. How does the Account operate? 

-

IJuch the se.me as does the combination of our Stabilization 
Fund and "Inactive Account• . 

(a) The British Account can •sterilize• intlowing 
gold -- paying tor the gold with funds raised by the 
i ssue of Treasury bills; and it can "desterili ze• gold 
by selling the gold and employing the funds received to 
purchase Treasury bills. By this operation t he effect 
of inflows and outflows of gold on the credit base can 
be neutrali zed to roughly the SaQS extent as is possible 
here. (The difference between t he legal reserve require
ments here and the traditional ones there make the degree 
of neutra l i zation somewhat different.) 
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(b) It can be used t o tighten the money market -
by selling bills and •sterilizing• t he sterling proceeds 
(by depositing t he proceeds with t he Bank of England); 
or ease the money market by buying bills with sterling 
it may have; or with sterling it may acquire by selling 
some of i ts gol d assets. That is, it can carry out open 
Qarket operations. 

In a similar fashion our "Inactive• account could 
be used to ease t he money market by "desterilizing• gold; 
Md coul d tiBhten it by calling in gol d certifica tes 
already ou tstc•nding with t ile Federal reserve bank, plao
ing t he gold so released i n t he "Ina ctive Account• and 
replenish our be.lance in t he Feder al reserve bank (whioh 
b!'.d been drawn d01m in t he nr ocess) with the sale of 
additional Treasury b ills , l i. e., t rensfer of government 
de!)os i ts from depositories t o the Federal reserve bank). 

(c) The British Account c an - (within lioits) -
be employed t o s trengt hen or weaken sterling, or pre
vent i 1: ft'O nl rising or fe lling vis a vie gol d, or vie 
a vis t lle dollar or any currency ; just as our Stabilizt>.
tion Fund (not our "Inactive Account•) can be s i milarly 
used - but also only wi t hin liruits. 

4 . There nre certa in di ffe r ences between thP. British 
uali zati on Account and our combined Stabilization FUnd 

v.n ccoun 

(a) 1\'herea e we s terted with our f und a ll loaded 
up with gold, the British Equali:etion account s t cr t ed 
~ith a l i ttle gold and mostly borrowing capacity. The 
di stincti on i s of practica lly no significance eo long 
as the 200 million dollar portion (Special Fund) of 
our Stabilization Fund can when loaded up with gold 
sell 1t t o the Treasury which can add it t o its "In
active Account•. Our mechanism has no legislative 
limit while t he borrowing capaci ty of t he British 
Equaliza t i on Account has. Inasmuch, however, as the 
Br i tish would again add t o t he borrowing capacity of 
their account when necessary, this advM tage i s neg
ligible. 

(b) The British Equalization account cl'n end 
does purchase i ts bills throuGh the • tap' (i.e. , so
called • tap• bill s are thos e t aken d irect from the 
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Treasury -- bills usually purchased by government 
depe.rtments with their surplus cash} as well as 
through the open marke t , whereas we would have to 
let the bills run out without i ssue of new bills. 
(Of courser cur Federal reserve banks could purchase 
the billa . 1 

Aca in, t he difference is of no practi cal si~ni
ficance. If our Treasury needed funds end i f t he ob
Jective were to "des terilize• gold (i.e .", reduce the 
"Inactive Account• in order to ease t he money market} 
the Tr easur y ~ould simply issue the desired number of 
SOld certificates as a inat gold in the I nactive Account. 

(o} The Briti sh Treasury publi shes quarterly 
(with lag of one quarter} t he amount of gold in the 
Equalizati on account. Our Daily Statement, on the 
other hand, shous t hat we have $1, SOC, 000,000 in gold, 
and also shows daily t he amount of gold in the "Inactive 
Account•, but no statement is published indicating tr~ 
extent to which t he 200,000, 000 dol lar remainder con
si sts of gold. 

I t i s very doubtful whether t he additional power 
the British Equalizati on Account has of obscuring the 
volume of its gold t ransactions yields it any signi 
ficant advantage . 

(d) The Equalization account can determine anu 
can alter the price of gold in terms of sterling . We, 
on the other hand, cannot al t er thA domestic price of 
sold in terms of dolltrs except by Presidential pr ocla
Qation. Thi s gives to the Bri tish somewhat more 
flexibi lity 1n i ts interna t i onal monetary policy. 

(e) Another important di fference is t hat i mpor
tati on of gold may he p~rtly, wholly, or no t at all 
sterili zed, depending on the decis i on of those in 
charge of the British Equali zation account. In t he 
United States under present praotioe, i mportations ot 
eold a re added dutomatic8lly t o t he Inacti ve Account 
and t hus s terilized. That give s the British Treasury 
a more flexibl e weapon than the United States TrPaaury 
(as distinct from t he Federal Reserve Board, who can 
up to a point r esort to open market operations}. 
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( !) The fact that gol d may be privately held 
in England to some extent takes t he burden of pur
chasing gold that flows to England from the Equaliza
tion Account. I n the United States 1t 1s mandatory 
that the Treasury purchase gold through the I nactive 
Account in order to sterilize it. In England, gold 
1ntlO'PlS are first offer ed on the tree gold market and 
to the extent that private individuals purchase gold 
the Equalization Account need not purchase it. The 
significance of this point rests in the fact that aome 
of t he gold may be s terilized without increasing the 
public debt. 

-:o 
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TREASURY DEPARTMENT 

INTC:LIII O,.PlC• COMMUNICATION 

DAn FEB 1 1938 

lor YRUl lptormetipp 

.lt the conrel'Cce with JOil u4 lllalr1ll .1--.:q 5, 1938, -

oemiAc the Kell.op case, it wu &CJ'Md thet IIOticaa ebraJld be -. 

end pre .. ed 1D the Board of Tax J.ppeal.a to put the reoord 1D ~ tor 

appN1 u4 thnt with the Heult. thereof before u w would letc' _..... 

the .Udca of .;>peal to the circuit court. Tbe IIOticu wre l1led with 

t.l\e BO&l"d &ad were brou&ht to the att.ntiola of COIIIDIIel for the taxpquo. 

The latter tlled printed objecticaa to the cnntiJI& ot the IIOticaa• 

The aotiolaa ftN denied en January 24th. The ordera d8IQ'1D& the 

110ti011e 'liVe signed b;r v..ben Van Foa .. D u4 brner, witboDt ~~q 

8'\W)l-tel op1Dien. 

There wu a abi&uity en the !aoe ot tbe Board'• op1Dien 1D th1a 

C&H .. to wbat it bed ectaalJ:r deoided -oet'DiDg the -.ned 

llcCl.inUo-Mareball reorpnisatiola trueectica. The purpou 1D !il.iD& 

the .,tiClne wu to clMr up that Ulbi&uity 1 u4 eltboqh the B0&1"d cUd 

DOt write a lluppl.-tel op1Dien the deaiNd ruult bea bMD pG"\lT 

ace~U.hed b;r reaeon of eta~te centailled 1D the are-t of tu

pqer' • COUD8el 1D oppoeitiola to the .n-ee or the IIOticaao Th1e will 

lllable tbeflO ...... .,w-.,t to preMDt the quuticaa to the c1rcuit oourt llith 

-
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GRAY 

Paris 

Da ted February 1 , 1938 

:ttc 1d 9:40a.m. 

Secretary of State, 

rtc-.n:Ungton . 

1661 Pebrunry 1 1 11 a . m. (SECTION ON~) 

FRO!.: CCCJZRAli . 

In a broadcast opecch ycotErday Uin1stcr of 

FinancE Li:.::-c:1:1ndeau ~JCde i mpo>:-tnnt ota tcmcnts with 

r eapEct to thE French f inancial oituc.tion and thE 

policy . u:uc~ the prc ncnt government proposes to 

follou . Ec said tc;•tually: 

"You erE awarE t hat thE internationa l framework 

of our monetary policy is constituted by the tripar 

ti t e a~ec~cnts conclvncd in Sept ember 1936 by Messrs 

Blum nnd .\uriol . 

I uant to cmpbaaizc inunEdin tely tba t the very 

baoin of :_1olicy .which I intEnd t o follow is the very 
• 

firm dttEl~Jinati on to remain faithful t o thEac agree

ments . In a \'IOrld uhErc there Exists practically 

nothinc Jut floating currencies thEse agreements 

conotitute t ;1c only dnm ocpable of orresting monetary 

disorder. ThE action of the cr.o~angc equalization 

t'unds 
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- 2- ,;'l GO, Feb. 1, ll a . m. from Paris 

rundo mnkcs it poasibl ~ to canalize mov Ement of tx

ohangE c~ placEs a t thE di~poocl of t h e f i nanc ial 

c.uthori tics the only me a no Vlhich in prE sent circum

atr.nccs 'o:l'!t:y art able to utiliZE to avoid too rapid 

or proro=c! variations, in c ::cc~ a of thoac which should 

be the perfectly ttc.rrants4~c:l outcome of a floatin3 

currtncy. 

B'"LLI'.C~ 

RR :ri'."!C 

. . 73 

Regraded Unclassified



74 

4§-
JR 

Secritary of State , 

''lashington. 

GRAY 

Paris 

Dated February 1 , 19~8 

Rec 1d 10:10 a .m. 

168 , February 1, 11 a . m. (SECTION TWO) 

Our attitudE in this rtapEot differs in no way from 

that of the conceptions of other contracting partners . 

As a matter of fact these concepti ons have bEEn made 

clear during the last few days on the part of the British 

and American Governments in the sense of the most close 

and confident collaboration. 

Therefore , no reason exists which could justify 

~n? disturbance of opinion that would risk paralyzing 

t he normal and r egular action of thE institutions whose 

manag emEnt calls for considerable sang-froi d, They 

unntrstand very well abroad the reasons why limited 

fluctuations may develop in the franc market. I quit£ 

realize that tht ~rtnch pEople arc unaccustomed to the 

movement of floating occhanges but n nocrthcless under 

prevailinr circumstanc es they should try and understand 

these movements. If they would do this , they would 

considerablv n1d those who carrv the rEsponsibility of 

the monetary dtatinits of our country" , 

The 
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- 2- # 168, FEbruary 1 , 11 a . m. , (SECTION TVIO) from Paris, 

ThE tlinisttr oointEd out how immEnsEly important 

thE condition of public financEs and currEncy is to 

tha t largE sEcti on of FrEnch tconomy rEprEsEntEd by 

rEntiErs and pEnsionErs . DEscribing thE TrEasury 

d Eficit as " EnEmy numbEr onE" and tstimating i t at 

about 28, 000 , 000, 000 francs for 1938 , th~ MinistEr 

co~parEd it with thE nat i onal incomE of FrancE "gEnErally 

valuEd at 200, 000,000, 000" . Ht announcEd that thE 

EntirE GovErnmEnt rras d EtErminEd to prEvEnt any incrtaSE 

of this dEficit . 

tlonsi tur ltarchandEau v Ery vigorously dEnouncEd any 

policy of ExchangE control and , aftEr EnumErating thE 

evils or such a policy, hE pointEd out that onct contact 

had bEEn br okEn wi th foreign countrirs , a profound 

d Evaluation would b E nECEssary whEn thE timE camE to 

rr ~ s tabltsh contact , FurthErmorE , rEfErring to Schacht's 

r Enouncing advocacy of rEEstablishmEnt of thE gold 

standard, thE Mini stEr pointEd out that it was obviously 

not thE momEnt for FrancE to EntEr autarachy, 

BULLITT 

KLP : HPD 
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Secretary of State , 

Vlash1ngton. 

GRAY 

Ports 

Dated February 1 , 1938 

Rcc'd 11 a .m. 

1 68, February 1 , 11 a ,m, (SECTION THREE) . 

NtvcrthElEss, tlr.rchandEau stressed i t was not 

sufficiEnt to cry our llbErtv rrcm the house tops -

France must f ollow a policy that would makE i t possi blE 

to safEguard t his liberty, Budgetary Economy must bc 

prac t i cEd and Everythi ng possiblE must be done to 1norEa• • 

the national inco~E . In ~ word he very strongly 

Emphasized that thE total r Esources of Frtnch capital 

and labor must be fully utiliZEd. This hE said ~as 

particularly cs~ent1al i n vi ew of the fact that thE 

defi c i t to be cover Ed was excEptional and to the extent 

of ne~rly one- half , was due to th£ proper action of 

Frtnc~ r.l\ttonal d£f£ns£ . ArmamEnt expend! turEs in thE 

ordinary and s pecial budgets exceEd 23 1 000, 000, 000 f ranca 

yEarly, 

Turni ng to social r Ef orms the Minister emphasi zed 

that thEy had his completE sympathy and support but that 

account must be takEn of f i nancial possi bili t i es. 

ThE 
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- 2- #168 , February 1 , 11 a . m. (SECTION THREE} fro~ Paris . 

The last oart of his speech w~s devoted to an 

appeal to thE country to speed up producti on and to 

acc ept legitimate profits. 

The Mini ster was unsparing i n his condonnation of 

thosE who send their capi tal out of thE country . In 

co~clusion hE repeatEd t hat thE Gov ernment ' s financi al 

program was composed of two rules, namely, monetary 

freedom and budgetP.ry balance . 

French financial press thio morning prais cs ' tht 

Mi~istcr ' s spEEch and urgEs that tht truth be reali zed 

in r cg"\rd to nEE~ for im·:~cdiatr rectificati on of thosE 

economic, fisca~ and soci al factors uhich qrc retarding 

French recovery . Lacking this, it is onphssized that thr 

most orthodox domestic financial policy and the most 

completE internnti~nal collaboration will not suffice . 

(END MESSAGE} 

BULLITT 

!'.LP : HPD 
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LMS GRAY 

London 

DatEd Ftbruary 1 , 1936 

Rtc ' d 2 p . m. 

SECrEtary of StatE , 

·., ash ington . 

60, FEbruary 1 , 6 p . m. 

FOR TREASURY ?ROY. BU'l'TERl'IORTH . 

OnE . As authorizEd, I gavE Phillips thE substance 

of lolarchandtau 's convErsation with Cochran for which h t 

exprEssEd apprEciation . HE said it was evidEnt that tht 

French were nErvous and bEwilderEd and ht suspectEd that 

thty really did not know what to do. He addt d, however , 

thEy wErt a rEsourcEful peoplE and hE had an untasy 

fEEling that thty wert "cooking somEthing up" and that 

sooner or lattr they would come to the UnitEd Statts 

and Great Britain with a " proposition". Phillips said 

that the Chancellor of the Exchequer had r tctivtd no 

78 

answer from Marchandeau and that t here sEEmEd to b t / 

nothing t o do but await dEvElopments . 

I asked him whEthEr ht still htld to thE opinion j 
cxpr tsstd in ''!ashington 1 sec memorandum of convErsation {' 

of SeptEmbEr 21 , 1937) that participation 1n thE tri

partite agrEEmtnt was a sufficient domestic political 

assEt 
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asset to ensure successful resistance to thE imposition 

of exchange control. Be said he did: that thE Radical 

Socialists he l d the balance of power in thE French Chamber 

of Drputirs and he thought they would continue to hold 

out for a libEral form of an Economy . HE (*) on to 

rEitEratE how futil e as a remedy thr imposition of rx-

79 

cbanr,E controls would be in much the samE terms 

in my 31, January 14, 1 p . m. 

rEported / 

Two , Phillips rrfr.rrcd to the economic outlook 

of this country and 11as more gloomy than I had rver 

srrn him, HE said that 

wrrr (1) thE sta tements 

thE only two optimistic signs 
~ 

of thE bank sl>•ng•d, which, 

EVEn though fundamentally sound, WErE always on optimis

tic sidE and (2) thE good rEvEnuE rEturns which, howEver , 

'"Err not mainly a reflection of current or fUturE con

ditions , Phillips also Expressed decided concern that 

commodity prices should still bE sagging and he admitted 

that unEmployment in this country was increasing with 

unplEasant r api dity ann that a definitE check ~ !! 

hand . Er i nquir ed about thE possibilities of recovery 

i n America part icularly as to signs of activity from 

thr automobilE innustry nnd i n passing said that he 

was so1•r y to SEE thE <'ollar wEakEning, thr reason for 

which ·1as to him obs ~urr , 

JOHNSON 
JLS :TIC 
{ ~) Appar ent omission . 
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Operator: 

H.M.Jr: 
Sen. 
K1n6: 

H.M.Jr: 

JC: 

H.IJ.Jr: 

K: 

H .IJ. Jr: 

K: 

H. ll.Jr: 

K: 

H.li.Jr: 

K: 

H.ll.Jr: 

K: 

H.U. Jr: 

JC: 

H.K.Jr: 

K: 

H.I.!.Jr: 

K: 

Go ahead. 

Hello. 

Kr. Secretary. 

Worgenthau, Henr,y. 

rebru&r7 1, 1g~e. 
2:58 P·• · 

Yea. This is Senator King. Somebod,y - I wu 
told that you were calling me. 

Yea. I tell you what I 'm calling you up about. 

Yea. 

80 

I was notified some t1ae last week that you're 
chairman or the eubcoam1ttee to consider the noa-
1nat1on - or whateYer you call 1t. 

Yea . That's right . 

Ot - ot Clarence Opper. 

Yea, that ' s right. 

And inasmuch ae be worked tor me tor !iva years, 
I'd be more than pleased to call on you and tell 
you what I know about hill. 

Well, - we've been eo 1D! ernally busy, and - and -
1n the near t 'uture I ' 11 call a meeting or the eub
ooam1ttee. 

Yes. 

And then I shall drop you a note so that you oan 
come betore the subcomm1ttse. 

Becauee 1t 1 s -

Very glad to get yo \II: Y1ewe. 

Because 1t 1 e ~een -

Beg your pardon. 

I don't know, 1t's been a couple or week• now. 

Yea . 
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H .ll.Jr: 

K: 

H.U.Jr: 

JC: 

H. lol.Jr: 

K: 

H.L!.Jr: 

K: 

K: 

H.L!.Jr: 

K: 

H.U.Jr: 

K: 

- a -

And if you could get around to it -

Yea. 

I would appreciate it . 

Well, I'll try and get around to i t within the 
next few days. I ' ll •e.:r>~ery trank!y, that I'm 
not very much impressed with h11D. 

Yea . 

81 

·And- many criticisms will come to me, but we'll 
be glad - I have an open mind, be glad to get your 
views. 

Wall, it's -I d1dn 1t recommend h1A lightly, and 
aa I ee.:r, I have known h1ID and seen hie work for 
five years. 

Yea. I eee. 

so -
Well and we'll aak him to come 
before the commi ttee, too. 

All right. Well, do you think you could get around 
to it within a reasonable tilDe. 

Oh, yea, we'll get around to it, if not this week, 
very earlY next week. 

Thank you, Senator. 

All right. 
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Secretary of State , 

Washington , 

81, February 1 , 8 p , m. 

PLAIN 

London 

DatEd Ptbruary 11 1938 

Rtc 1d 4 : 05 p . m. 

FOR TREASURY FROA: BUTTERWORTH , 

The Chan~cllor of the Exchequer made thE following 

statEmEnt i n t he HousE of Commons this aft ernoon: 

11 In viEw of the prEsent condit ion on our Exchanges 

I have comE to certain decisions on thE subj Ect of our 

policy on forti£!)'l l £nding and ! wclnom£ thoo oppurtunit>,

of communicating them to thE Houst , As I have already 

i nformed t he House I do not consid~r that the ttmc has 

comE when consents in respect of foreign issues as de

finEd under thE Forei gn Transactions Advisory Committee ' s 

terms of referencE can be givEn indiscriminat Ely and 

I r efer in particular to those on behalf of forti£9'1 

governments , fore i gn l ocal or public authorit i es, or 

state- controllEd organizations , Applications of that 

kind will continue to be considEred on t he i r merits 

along t he lines l aid down in the Committ ee ' s te rms of 

referenc e and with regard to thr. z encral policy of 

His 

82 
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LMS 2-No , 81 , February l , 9 p . m. , from London . 

Hio Majesty ' s Govcmmcnt , Greater latitude will , how

ever, bt allowed until further notice in r Espect of 

nppli.:ation3 which do not fall within tt.E e t as" which 

I have mentioned , I rEfer particularly (A) to the 

t•aising of new monty in this market on a long term 

basis on behalf of British borrowers , in which terms 

I includE borrowers in any part of the Emp irE for the 

purposE of n~ _uir ing assets or devEloping Enterprise 

in f orcie;n cc-untrits , (D) To transactions involving 

large blocks of foreign - own Ed securities which were 

thE subject of my predecessor ' s le tter on twelfth June 

1933, to the chairman of the Stock ExchAn0E Committee . 

Applications should still be made to the Foreign 

~rnnsactions Advisory Committee in respect of such 

pro9osa:s not only because the Treasury will continue 

to avail itself of the advice so t endered but because 

it is essent ial that -.e should lmow what is going on , 

Such applicat ions wil l , ho11ever , i n gEnEral receivE thE 

sympatheti c considEration of the CommittEE though I 

do not of cours e say that in particular cases there 

may not be r t asons of public policy which would lead 

to thrir rejection . ··'!ta t I have just said appliEs of 

course 
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LJ.I3 3- llo . 81, February 1 , 8 p . m., from London . 

coursE t.o long- t erm lending and illustratEs thE dEsire 

of His l'aj~sty ' s Government to encourage a suitablE 

expansic:c o~ intErnational oopital tt· .. naRctions. I 

should add that forEign short- tErm lrnding of a non

commercial charactEr involves othEr considErations 

and raisEs spEcial difficulties whic~~Bf£Y it general

ly und t s irahlt . I must takt this opportunity of ex

pressing thr thanks of His J,1 njEsty ' s GovErnmEnt to thE 

ForEign Trans actions Advisory Committee fo r thE valua

ble services which they have rendered and will continue 

to render . I am glad to ht ablt to state to the HousE 

that tht modification in our policy of foreign lEnding 

which I havE just announced has the full approval of 

the ComnittEE and thE work of tht CommittEE could not 

have been and could not be fully effectivE wert it not 

for the helpful spirit which I wish to acknowledge of 

the financial communi ty which responded to the request 

which it was found necessary to makE to thEm fr0111 t..ilnc 

to tin~e . " 

Simon Expressed surprise o.t tbt " suspicious" char

acter of sor-t of tht supplementary questions put to him 

and maintait .Ed tbt desirability of relaxing rEstrictions 

on foreign lending as o. means of fostering international 

tra1c . 
JOHNSON 
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LJ.IS 

SecrEtary of State , 

Washington . 

172, FEbruary 1 , 4 p . m. 

r'I\Ol.' CO Ch.'U.N • 

GRAY 

Paris 

Dated February 1,. 1938 

Rcc 1d 4:25 p . m. 

Frmcb c:.:'lt rol yicldr.d fair amount of sterling at 

op~ning 1•ntc '"f 152.95 o.ud at 90 early this formoon . 

Karkct• a own pressure then took ratE to 152 .50 whErE 

control has been acquiring sterling . At 4:00 o'clock 

~Y market cont act thought control was thEn a gainer of 

fol•£1('11 Exchange on balancE for thE day . Rrntcs arc up, 

for·mrt' franc r atE bEtter and gEnEral market atmosphErE 

:or e chEErful . This furthe r improvement upon thE trEnd 

not ed 1n my 163, January 31 , 4 p . m. , is attributEd 

principally to !.tarchandEI.I.U ' :~ spE cch s\lll1!1lariz cd in my 

168, FEbruar y 1, 11 a . m. Market is, howEvEr, still 

consoious or labor s ituation and othEr factors wqich 

might easily upset GovErnmEnt . 

BULL ITT 

SO!S diPL 

85 
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-~--a.c~ 

DEPARTMENT OF STATE 

WASHINGTON 

February a, 1938. 

~y dear Mr. Secret ary: 

I am enoloatng for your confidential informa

tion the fl rot section of a telegram just received 

froo Ambasaador Bullitt, in which he reports the 

substance of a conversation which he had with the 

Minister of Finance , Marchandeau. 

Sincerely yours , -I~ le\.b 

Enclosure: 

Paraphrase, 
February a, 
f rom Parie. 

The Honorable 

Wo . 176, 
1938, 

Seo. 1 . 

Henry Worgenthau, Jr. , 

Secretary of the Treasury. 

Regraded Unclassified



PARAMIIII>II or TO ... \1& RI'O&l'fm ...... 
DATI & 

IO.a 

...n .. 111111Meq, r•n• 

... ..._JI'f a, 11•• 11 • ·•· 

1" 
CTR IOTLT COI,lOIRTI~L TOR Tit SIOftJIART, 

In \ be cour .. of a l~ ooa••n•U• llaroM.ad-

u• 

\014 ae Ue\ cl gM t ba\ be ... ,.-to o:q,Hee to •• oftlolallJ 

tor \ ran•llll• to the ~...,.,_ l aore\uy of \be Tr••~ 

bh baarUon tb&Ue frl'l 'lle etat-nt of Jaa•liY IJf t-M 

at \ll• Tr•~ DttpaJ'\ooa\, Tbe TJ'MIUJI'f1 1 nat••• ba 

• 14 ba4 ~ U a od pert•Uy , and •a• aOatn-..le t.a t o .. 

~114 oont•'· Tile tnno fUp\ bad been •t opped t llerettJ, 

!Ia •td bo had aoqulJ'od -e ll:Ol d yonerday for tile ftr.t 

\lae elneo bo bad .... on Vtnleter of Ttnanoa. 

Tile llJ.alner of TiaaMe • en\ on t o u y t bat be ,. ... rd .. 

the pree•• 111D1•UY &a & tranetUoa go• en.•'· He ••let 

t bat U ••• eotlrely otr.loua t ha t tr StaUa orutod to do 

••1 "'_. tile pro•on\ lU nt•trr b• could do eo bJ ba•ta& U.o 

"renclil C I ta•a nan & 1\lf flehe, -be r of labor 

t r oublu to pro41aoa ~er oapUal fillll'· Tbe ,,.. .. , 

lltaiatw of State, van ... rd, "' ti'Ylll8 to ar bitrate a 

Ollp uta ta the IIOJ'tliiUD aetal 1a41aa,rtea whtelil alp\ 1•4 

t o • l(eneral autllo t.a the Mrtlil and a •J'IIII&'llnlo "'"tire 

la tile r~t• of Parle. 

Tile llla1ater of rtaaaoo ulcl tbn be dld not ntu tlilo 

p,. .... , would M no ts..o t he c hta -u ollooH te 

PIA ... •ttera to tbh nv-. fte 110rtlilaa\ .. pan ef 

,. .... 
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rnace ea« ne P .. h a II erN wen tu oalr twe ~'.P•e ta 

J'l' ... e la whtc* Cl •n illfl•••• -• eUll m••e1J 

enoa~a t ile J'en of "" co.atl')' WICI1IIettG~a&lt1J' we ta a .... 

h • on laaJ'd aa.d to lbe a qllln Ute. n. o tne llSiellr 

tllat tt the)' a t t hh • .._, toell aa ........ peetU• tlae 

oo.aatl'y wot&14 be llplnet t~. aM tu &Nf, wttlll natl-1 

appNYal, oe\lld lftah a ,__..1 nl'tlllo fte aeat ...,_._ 

••at til• wwld pJ'IbaltlF be t'llrtll• to tile "'Ill'• p•a.&,e 

.. uaa oala«ter ' ' t be bead. 

Ao1a1d \be a s ,., eh oa the o\ biJ' baed 4aol4e ••e1)' 

to •U wfftoi aot tl'oWile ~ cont11111e \ o 1'J'lpt• tlilll 

1'1'-.11 oapltallne, ~., 00\lld probablf br lllfJ a\lowt t.n.._ 

mae nt&~at •• til• ta •tw of tbe e nautna ttnaMlal 

dltft~~&Ul" \H tall of \lle preeeat Oo••naat. 

U D IIG'UOII 011~ . 

'lliLLin. 
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, ........... or llftiO .. no AID tlllD or ra-•• 
to. lfl of rnnUJ a , ltlll, ~oa Parh 

1 waa aa81lrM 'bf llarobudMil tbat ba 11areoullJ waa 

o~aM alleol11hly to e:ro)aqe ooatHl . Be e&14 )ae wo'lll4 

r .. ht U to tbe ad aDd tbat ratber tbaa be a 'P&HY to 

anr at8'Pa l .. dln& to lt he would raat,a. 

It ... a • i atalte, la tbe Mtalater•a 0111atoa, to aa.,.. 

\llat lf tba preaat ~er~~~~•t ahould fall beoau" of 41ttl

oult1aa oTar f1aanotal .. ttara tbat 1t oo11ld be aaooeedM 

by a 11&\looal IOTeraa•t UDdar Jlarrtot or aayoae elao. Jt 
w01ll4 oa the -trarr be auoo._.,ed bJ a Bl- 0..-•t ta 

wll1o)a tlla Oa 1 111hh wwld partto1pata. I11p0alttoa of as• 

ohaqa ooDtrol would ba tha flrat aot of auob a OoYon .. at. 

f)aa Mlllhtar baUond t hat unla .. a ~eah fltpt of 

oap ltal dou.l4 be proToko4 by C uht aoUoD or -e ot)aor 

oauoa, t)aa pra41ottoaa \bat a 1'1nanotal or1 ala ln P'n.aoa 

waa 1Dn1tUla la t)ao ... t)a of kroh would prcrta t o baYo 

110 baata . fta rr .. IIUJ ~. l1l ad41ttoa to tho ...-lha

Ucna t\lad., tlYo 'allll• ~&IUia l.a 1old at the 11e.at of rrneo 

d prea•t. Ia .. 14 Jlo WOil14 IUit baoltota to uN tbla fWid 

to 4afoa4 t)aa poalttoa of t)aa ~ ... tt aeoe ... r,.. llut• 
Pellruar,. )Ia •l4 lle bo,M to la..- a l&rl' nauatal ~.,.._ 

Uoa wlltoll lle lloped W01114 brt• ooaat4erallle :re...,••• to 

tba froaN:rJ. J aakM t)aa •tatater 111lot)ao:r •• •• a'ala to 

deftae for ..... u,. nat operatta ... llahl Jl&llaM, '*' 
lie •14 )Ia 11&4 not ,.., 4Nl4M wllotllo:r to llna a l&rp 1 ... 

hra loaa or a uort ,_ 1.... I• &4484 tllat lie wCIIIll4 
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1Noll prefer a lal'll oplftUOD all 1D one rUht:r ~baa a 

.. rtee of ••11 on .. 1n the naae of the OUr of Pe:rte, ~Ill 

Cat••• dee Aaor~ls .. ents, Oredtt lattonal, and 10 oa. 

llarohazuteau .. u he wae oonf14•t lle would lie ule 

t o aeet the !ire~ of lilaroh payaenh wUhout 41ff1ou.Uy, 

although be a tpt tn the end ba.e to ch'e up bh lelia of oae 

operattoa and be forced to put thro~ ernnl .all 1 ..... 

- --::1\ The lltnlner ea14 that t here n.e of oour11 oae re

source to whtoh hie mtnd tneTttallly t urned - tbte wae tile 

poa etb111~1 of get t i ng from t he United Statee eoae 10rt 

... 

of a l arge loaa. He told me be wa• familiar with tbe JohDeoa 

Act, bu~ that he t houcht tt might be poeeible t o floe~ a 

loan ill our ooua~ry whioh would no~ oo11e under the JohDeoa 

Act but tbe 1\mde of whtoh would n ent W!.llJ ooae to the 

J'renoh OoYerne•t. 

lly anne:r to thh n.e tbat I n.e certain any euoh tboupt 

aboul d he put out of hie aind entirely, that the Jobaeoa 

Act ball been alLOt to coYer all loaae whether dlreot o:r 

1n41reot fro. the United Stat .. t o ~be OeYeJ'IIIIeat of J'raaoe 

or any eubdlY1e1oD or ur a1•t of the OoYerna•t of J'l'aDte. 

I added that I wae oer~ aottoa 11101llcl lie tat• at onoe to 

atop up any hole 1D the JohDaoa An 1f thue n.e oae,llefe:re 

it would be poadllle to neat the 1... rile Seaah allld tlle 

Rouee of Repreeeatat1Yee would Yeti alaoet uaanl ... elJ 

la 
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ia th1e .... If. I •14 nat dnoe th1e wae the oaee 1t wae 

not nen wowth whlle to 4houee whither or aot tlle Aae:r1ou 

llU'ket woul4 be prepa:rl4 to a'bllrb a la&a to l'ruoe at t)t.e 

•a.•'· 
T)t.e llblhhr of r1aaaoe .U4 t».t )I.e wa4e:rnol4 thb 

poe1tioll perflltlr, and that he ill tao' &a:rel4 w1t)t. 1,, 

betweell ov.:uel•ee. .u 'Ule u .. of the rr•oll 4efauU oa 

1 h debt to the thlUI4 8\ahe, he )1.&4 be• olelllJ' &lloe1a'l4 

nth Rerr1et0 he colld4erl4 the J•eo• Aot tdlollJ' j1&ltlf114. 

The pl'eeiOt pol1Uoal eUv.aUOil w&e further 41 ... eel4. 

T)t.e lliahter 1&14 he bell1YI4 tbat tbe noluUoa of till 

dcaeetio e1tv.a,ioa would depiD4 oil the etlll with wblo)t. the 

Pr•t• llhod4 a&ai\IYI:r on o lle e14e and the C...ale'e oa 

the other etde. Sbcna14 tbe Preater 10 too far ill aeUea 

&pillet tbe c whte, tbe largen p3rt of the Soolalln 

Party would eiiOape t:ra. the leaderehip of Bl•. 'Dil4er the 

leaderehlp of P1Ye:rt ther would wort wlth the Ooaauale' 

part,.. Oil the other e14e, 1f tbe Ca-wahh llhoul4 '" '" 

UDreaeou'ble tile la:rcee' pan ef t)t.e loolallet Pan,. WCNU 

follow 81• ud wov.l4 1•4 their ~~~~pper' to the Raclleal 

Sool&Uet P•nr. Marohalldec eap:r11 ... the hope \)~.&' till 

preeat Oe'rl:rlllllllt 00\lld h&ae oa ~aUl the JaODt)t. of Jue 

a 1111 that 1 t alg)t.' be po11l'ble thea to fora a uuo•l cnea

aent wbloh would take la the Blu wlJac of the loolalle'•• 

the Ra4loal lloelalleh, aD4 the R.,.._,., P1n:r1 &Dill 
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PARAPHRASE OF SECTIONS TWO AND THREE OF TELZGRAK 
No. 178 of February 2, 1938, from Paris 

I was assured by Karchandeau that he personally was 

opposed absolutely to excpange contr ol. He said he would 

resist it to the end and that rather than be a party to 

any st eps leading to it he would resign. 

It was a mi stake , in the Minister ' s opinion, to assume 

that if the present government should fall because of diffi-

cultieo over financial matters that it could be succeeded 

by a national government under Herriot or anyone else. It 

would on the contrary be succ~eded by a Blum Government in 

which the Communists would participate, Imposition of ex

change control would be the first sot of such a Government, 

The Minister believed t hat unless a fresh f light of 

capital should be provoked by Communist action or some other 

cause, the predictions that a financial crisis in France 

was inevitable in the month of March would prove t o have 

no basts. The Treasury had, in addition to the equaliza

tion fund , five billion francs in gold at t he Bank of France 

~t present. He said he would not hesitate to use this fund 

to defend the position of the franc if necessary. During 

February he said he hoped to launch a lar ge financial opera

tion which he hoped would bring considerable resources t o 

the Treasury, I asked the Minister whether he was able to 

define for me exaotly what operation was being planned, but 

he said he had not yet decided whether to iosue a large long 

term loan or a shor t term loan. He added that he would 

much 
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much pre!er a large operation all in one rather than a 

series o! small ones in the name o! the City o! Paris , the 

Caisse des Amortizements, Credit National , and so on. 

)(archandeau said he was oon!ident be would be able 

t o meet the first of )(arch payments without di!!iculty, 

although be might in the end have to give up his idea o! one 

operation and be !orced to put tbrougb several small loana. 

The Minister said that there was o! course one re

s our ce to which his mind inevitably turned - this was the 

p os sibility of getting !rom the United St&tes some sort 

of a large loan. He told me be was familiar with the Johnson 

Act, but that he thought it might be possible to !loat a 

loan in our country which would not come under the Johnson 

Act but the funds of which would eventually come to the 

French Government. 

)(y answer to this was that I wae certain any such thought 

should be put out o! his mind entirely, that the Johnson 

Act bad been meant to cover all loans whether direct or 

indirect from tbs United States to the Government o! France 

or any subdivision or any agent o! the Government of France. 

I added that I was certain action would be taken at once to 

stop up any bole in the Johnson Act i! t here was one,be!ore 

it would be poasible to float the loan. The Senate and the 

House of Representatives would vote a lmost unanimously 

in 
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in this manner. I said that since this was the case it was 

not even worth while to diseuse whether or not the American 

market would be prepared to absorb a loan to France at the 

moment. 

The Minister of Finance eaid that he underetood thie 

position perfectly , and that he in fact agreed with it, 

between oureelvee. At the time of the French default on 

95 

ita debt to the United States, he ha~e~ closely associated 

with Herriot; he considered the JoPnson Act wholly justified. 

The present political situation was further discussed. 

The Minister said he believed that the evolution of the 

domestic situation would depend on the skill with which the 

Premier shoul d maneuver on one side and t he Communiete on 

t he other aide. Should the Premier go too far jn action 

agai nst the COIIIIIIunists, the largest part of the Socialist 

Party would e•oape from the leadershi p of Blum. Under the 

leadership of Pivert they would work with the Coamunist 

part y . On the other side, if the Coiiii!IUilists should be too 

unreasonable the largest part of the Socialist Party would 

follow Blum and would lend their support to the Radi cal 

Socialiet Party. llarchandeau expressed the hope that tre 

present Government could bang on until the month of June 

and that it might be possible then to form a national gover.n

ment which would take in the Blum wing of the Soc1aliate, 

the Radical Socialis ts, and the Reynaud, Pietri and 
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Mandel groupe. 

END IilES SAG 1:, 

BULLI'I' 'l'. 

EA :Lft 

\ 
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PARAPHRASE OF TELJ:G!U;A RBOJ:IVED 

FROW: A•eri oan Embassy , Paris, France 

DATE: February 2, 1938, 4 p .m. 

NO. ; 179 

PROW COOHR.lN, 

At 11: 45 this forenoon I had a talk wi tb the Bank of 

France, I was told by my contaot that it was difficult to 

tell how the day would turn out but that the demand for 

sterling had opened more active than yeaterda y, The larger 

Paris banks were not among the purchasers; Swiss banks for 

the most part were active. 

97 

At 3:30 p . m. market contact said control had been giving 

sterling steadily all day, opening at 152 5/8 but having to 

move shortly to 152,8 where it has remained, Purchases 

of sterling by Swiss banks with French france are interpret ed 

as capital night operations from France, the market tranr 

actions merely emanating from outside of the country. 

Strength of dollar attributed partly to Secr etary of 

the Treasury' e denial of plane for further devaluation and 

part ly to statement yest erday by Chancellor of the Exchequer 

in regard to eaeing British restrictions on foreign loans. 

It is believed that a numce= of contemplated operations on 

tte London market have accumulated, held in abeyanoe, and will 

now tend to weaken the pound if iseued in rapid sequenoe. 

END SECTION ONE, 

BULLIT"l'. 

EJ.:LW'If 
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L!.IS 

Secretary of Stcte, 

'.'lashington . 

GRAY 

Paris 

Dated February 2, 1938 

Rec 1d 3:40 p , m, 

179, Ftl:runry 2 , 4 p , m. (SECTION T'.IO) 

French rrntcs lower and yesterday ' s more cheerful 

market atoosphere has disappeared. 1Vorry over labor 

s ituation nnd France 's othEr unsolved problEmS conti nues . 

RefErring to my telegram No . 151, January 27, 6 p . m., 

Jonrnal Official today announces opening of issuE on 

Fcbrua~/ 7 of 6~ loan for one billion francs by the CrEdit 

!lational (which finances t he Government 1 s public works 

to a fixed limit) to bE amortized in forty years by lottery 

drawings en~ to bE issued at 94, a higher pricE than market 

anticipated, 

Ref erring Edi torially to Marchandtau 1 s Monday speech 

today ' s TEMPS says in part : 

"Among the many reasons which weigh against exchange 

control the Minister especially pointed to the very 

serious conscquencrn which would result from a rupture 

or t he so- called tripartit e agreements concluded in thE 

autumn of 1936, As one of thE purposes of t h esE agreements 

precisely 

98 
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LMS 2- No . 179, FEbruary 2 , 4 p . m. , SEc . 2 , from Pari s . 

prEcisEl•,- cor.::1stEd in thE pursuit of thE p r ogrEssivE 

supprEssion of exchangE c ontrol i n thE countriEs whEre 

it ExistEd , it is difficult to SEE how thEsE agrEEmEnts 

could bE maintainEd if onE of thE signatory c ountriEs - 

thE samE onE whioh had i n itiat Ed t h Em - - dEcidEd i n its 

turn to suppress frEE trading in currEnc i Es • 11 

L 1 mFOR!.:A'l'ION prai sEs MarchandEau I s spEEeh , approv

ing a continuity of monEtary policy for FrancE and point

ing out what a disappointing failurE Ex changE con~rol 

would b E for this country . 

BULL ITT 

\'fVC : KLP 
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LM3 

SEcrEtary of 3tatc , 

Wa.shington . 

179, FEbruary 2, 4 p . m. 

ORAY 

Paris 

Dated February 2, 1938 

Rtc 1 d 3 : 55 p . m. 

( SE C'l' ION THREE ) 

In an article in th£ Socialist paper POPULAIRE, 

VincEnt Auriol, who is now out of the GovernmEnt , be

comEs rather bitter, criticizing certain p~liticians 

who dEnied hi1n their support when ht was Minist cr of 

Finance but who arE noV! approvine; Marchand£ au , Aft tr 

speaking of nttda of state for heavy borrowing to financ E 

armamEnt , pEnsions , public dEbt , railways , ct cetEra, 

hE says : "To thEsE facts of an internal ordEr, ltt us 

ani intErnational anarchy , and above all, alas ! thE 

absencE of rtnl and practical collaboration of thE great 

dEmocraciES of the world, as much from thE monetary 

point of view t o chEck spEculative movEmen ts of capital 

as from thE economic point of viEW to improve trade and 

thE balance of commErcE and payments . ~ErEin , however , 

liEs thE comr.on solvation . WE hod diffErEntiated it in 

thE declarat ion of the tripartitE agreEmEnt -- which was , 

nt one and thE some timE , too disparaged and too highly 

prnisEd . ··rE hnd EvEn tried to go further . It will 

not 

l OO 
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LMS 2-Ho . 179, February 2 , 4 p . m., Stc , 3, from Paris . 

not bE lonG before developmEnts impos e this necessary 

solut ion on t he threatened nations . " 

END l"ESS ~GE , 

BULL ITT 

101 

Regraded Unclassified



' CA 

Srorrtary of State , 

.. Jashin0ton . 

88, FEbruary 2, 9 p .m. 

Gray 

LON!XlN 

Dated FEb . 2 , 1938 

REed 6 :21 p . m. 

FOR ThEASUfiY FROM BUTTER'YORTH . 

102 

OnE. ThE ChancEllor nf the ExchequEr ' s announcEmEnt on 

f oreign lEndinG reported i n my 81 , February 1 , 8 p .m. has 

occasionEd laudatory but un£nlightEning commEnt in th£ fin 

ancial press . 

It ia interesting that the British Treasury should have 

tal<En this stEp when thE adverse balance of paymEnts is 

grEatEr than at any t i m£ since the crisis year of 1&31 and 

at ~ timE of dEclining tradE prospect s and of dollar weak

nE~;; ubout which Phillips was disturbEd as indicated in thE 

fj.no.l s cntm ccs of my 80, FEbruary 1 , 6 p . m. 

~·wo . ThE following conclusions of CastrllanE , Paris 

reprEsEntative ,,f the Bankers Trust Company (whose broth Er 

is in the French Embassy hErr) may be of int Erest: " In 

brief I would suy that i n ?rcEr tc restorE thE balance of 

External and internal accounts f this country it 'IIOUld be 

nEcEssary to cut the def i cit of the balancE of tradE by 

1o, ooo, ooo, ooo frunc J a yrnr and to reduce by 1o, ooo,ooo, ooo 
franc :~ o. yct~r the G•·vrrnmmt ' s currEnt expenditures, which 

would i nvolvE drast i c curtailment of thE pEnsions , budgEt 

and c .mvcrsi on of the dEbt . 

ThE gold 
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CA --2--88 from London •• 

ThE gold resErvE is lookEd upon as thE minimum reser ve 

nEedEd by thE country in case of war and therEfore further 

exports of gold vtill not bE pErmi tted. ThE equalization fund 

is probably empty and Efforts to raise money by selling 

c o lonial end mun i cipal b onds arc no t meeting with any sat 

i s f actory respons e from the public . In thE absence of a 

f oreign credit which would d o n o thi ng more than further post-

pon E the ncccssa~J measures and i n the abs ence of a return 

o f c aoitnl Which is condition ed by a return of confi dence 

no t h in(; difl'crcnt fr"M wha t i s h a pp ening to thE ex changE 

t od ay could be expected . ThES£ pr oblems arc finding their 

own S<lution in th£ continU" US d ep r ec i ation o f the currency . 

I believe cv cryb.,dy ugr :cs thn t it i s a v ery p oor s olution 

but i n the absence of any energetic action it l ooks as though 

it: ··•ere the "~ly possib l E one . 
r' ~- rl , •• ,. "• I' J,,. r ,< t:r;'-
( Pl~iE o1~gcnt n ' est pas mort cllE} but unfo r tunately 

't h~ in~bility t~ s olve the intErnal problEms creates a very 

bnd L pl'ES3i cn nbrond nnd ·.1Enk cns this C')untry 1 s position in 

the ey es ;,f others . This i s und'·ubttdly the mo s t serious 

• opc c t .,r thE s i t uati-:-n . t:· ctnubt the 1 r cdrcsscmcnt' will 

r.vcnt;uully takE pl ncc ns h ns r.l •vnys been the case in the p as t , 
bu t the qu~stirn is 'Jhcth cr it will a rrive in time or whether 

~t .. ,ill onl:; c ~E :m the verge of nn intcrnati.,nal cri sis . " 

JOHNSON 

S' S :IPL 
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February 2, 1938 

(~leet1r.g with group of small busines s men.) 

PRESEt;T : 

Ur. Lawrence G. Nusbaum, Chairman 
Hr. Charles Courtn l!!'y 
Mr. George A. Gottlieb 
Mr. Henry Modell 
Mr. J. Preston Mutter 
~!r. I. S. Immerman 
Mr. IV. c. Hardesty 
Mr. Harry G. Barr 

!Jr. !lag ill (for part of the meeti ne; ) 
tlr . Haas 
Mr. Gaston 

Hl!,Jr: Hol'l i s your meeting going? 

Hr. Nusbaum: Progressi ng , Sir. We a re here repre
senting small busi ness -- small business t hroughout the nation. 
!lost of the represent atives who are here are froc the New York 
area. I personally ~4ve been made Chai rman of the Planning 
and Steerine; Como! ttee and also r epresent the whole entire 
~etropoliten a r ea. 

We have summarized 14 poi nts, very brief points, which 
we have the endorsement of New Engl and, I ndiana and Ohio a s to 
me thods of r elief for small busi ness . We woul d like to know 
lf you want to hear all of them or only those which may deal 
with finance . 

Hll ,Jr: I t hink those that come und er the Treasury -
those which I might be helpful on. 

Ur. Nusbaum: The first is t hat we would like to set 

. o~ .:. ~ 

up a Gover nment agency for immediate financial relief to small 
busir.ess and a liberalization of t he credit poli cies of exist
ing agencies extending financi al aid to small i ndustry; reetor
ntlon and extension of Title I of the Federal Housing Aot, and 
adeq·~te provis i on for long-term f inancing . 
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!lost of us have gone through rather a hard siege 
in the last seven years. We have now reached a point 
where very f ew of us can stand any more of the strain. 
The banks will not meet our r equirements. They ask for 
collateral of such a nature that renders it imoosslble for 
us to get any loans and we are , therefor e , here Vl i th the 
request that some financi al a i d from the Government, some 
agency to be set up to givP small business some finance to 
carry ue over this depression. 

HM ,Jr: What kind of capi tal do oos t of you people 
need? le it to buy merchandise wi th, to put in machinery 
or plant? What money do you need? 

I Q!" 
- J 

t!r . llusbaum: We represent retailers, wholesalers, 
service industries , Jobbers, and we find it necessary for either 
the payment of merchandise or for equipment . We would l i ke 
some aid from an agency that we can borrow this money f r om. 

IDJ ,Jr : I mean, do you people find, fo r instance , 
when yon go to the banks thRt you can' t r,et what you need? 

11r. Nusbaum: That's true. 

HM ,Jr: Is t hat true in all the cases? 

Ur. Nusbaum: !~oat oases. 

ThPy make no loans . I will ci ve you one specific 
instance . We have a man who is in t .1e Dleeel eng ine busi
ness -- reconditions Diesel engines . He s ot an order f ro:n 
t:le Atlantic and Pacific Tea Conl>any for three en&lnee to be 
recondi tioned for ~20 ,000 . He had t hree options on t h ree 
enPi nee which he wanted to take to hi e plant , recondition and 
flll this order. He needed $10 000 to finance that trane
actton and he could not get the 410 ,000 , nowher e . His banks 
t urned him down . 

Now , t hat t his prevalent 1n every respect . If' you 
want money for t he pur poses of' carrying on your business, for 
capital to pay your payroll or meet your material expenses. 
His assets were of a nature thnt you would not call fre e , 
liquid assets . He had heavy machinery , great big pumps , a 
wareuouse to store them ln. 

!UI,Jr: He had a contract with the Atlantic and Pac
ific Cocpany7 
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Mr. Nusbaum: But he had a written contract f rom 
the A & P for $20 , 000 , to be paid So% against documents. 
The engines were to be put on board ship to Alaska to their 
canneries up t here and it was SO% to be paid t hen and there 
and t he order to be fi l led in less than 60 days. 

H11 ,Jr: Did he lose the business? 

Ur. Nusba um: Thus far he's going to try to get the 
business . 

HU .Jr: If you g ive me t he fe llow's name and every
t hin{'" , I think I ca n help him get i t. What we need here, 
I f ne a re goi ng t o be helpful , I t hink .:W!j>""h_ave to think t his 
t h\nc tnrougn very ca refully. We have got oeople in busi
ness , banks in busi ness, j ust t he way you are also and I 
t :tl nt- l"e ought to be awf'Ully sur !' that we don 't put somebody 
else out of business by s t arting up an age ncy . You see what 
I mean? What l"re a r e trying to do here is, we came through 
t hls period and had a lot of emerGency a~enc1es . Some of 
the t:l have been liqui dated and some haven t. And when I was 
at t he Farm Credit Administrati on t here was not in the whole 
Stat e of Arkansas a singl e af\ ency that would lend one dollar 
to a nybody and the only agency t hat woul d lend anybody i n the 
l>hol e State -..as Farm Cred it . Not a single private agency 
left . Since t hen we have buil t up many pr i va te agencies . 
~o you want to wipe t hem all out and have the Government go 
bac~ in t he lending business! 

llr . Nusbaum: No. We feel t he r e is su ffic ient , 
ample, funds f or business in the private banks and s ome 
measures should be taken to compel them to loosen up. 

~a ... .!. u 

Hll,Jr: What I need to help youpeople -- I am anxious 
to help you a ll t he time , we need definite cases. 

Ur . Nusbaum: Li ke t he one I illustrated? 

HH Jr: Exactly. If you will g ive me this man ' s 
name , I won / t make him come to Waohington. I will have 
oomebody call on him,ann sit down and we will t ake t he time, 
i f we could get cases like t hat , but don ' t give me i mpossible 
oases , but what you have given me sounds l i ke a very good 
on e and it I was 1n business and had the money I would be 
rlnd to l end it. Sounds l i ke a good oroposition. I f you 
can gi ve me ca ses just like that -- we had a case in Alaska; 
200 men, whaling fleet , wanted to start out; could not get 
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n loan; shi ps were ready; men ready ; everything was 
set , but they need to buy food. I think they needed 
~25 ,000 or ~50,000 . I got it for them in 24 hours from 
a private bank. And the fleet sailed and they had a 
very successful season. And I got a whale 's tusk out 
or i t . 

But I need particular cases and if you will give 
~lr . Haas, George Haas, those caseo, we will go to the man. 
Can ' t do anything more t han that. And we will sit down 
with him. We won't make hi m pay the expense of coming 
here . \Ve will go t o hi m. It won ' t be a mat t er of weeks. 
I ca n do it -- mat t er of days. And if we find we get 
enough cases , "e can form an opinion. But a great many 
oeople ~ho come in won't give u e names , won ' t give us facts; 
t hey talk in genera lties . 

L!r . Nusbaum: You know around New York, the big 
banks such as Chiise tlational, !lanhattan, have managers whose 
Jobs are dependent on what they show at t he end of the year. 
You can' t get in t here . The s mall banks are better where 
t hey do business on a man 's record. 

Hl.!,Jr: If you people could p;ive me 100 cases, I 
woul d be del i ghted. 

Mr . Got t lieb : I have mailed to you only two days 
ago, similar t o "ho t you have relea sed to the press, about 
l i ki ng to help t he s mall business man on money . I have 
fac ts. That s what you want . 

Under the FHA plan, if you recall, when it went 
into e ffect in August 1934, I was so enthusiastic about 
t he idea t hat I did not vraste a month. In fact, t he rec
orda wil l show we made an appl i cation for a loan within 30 
days and received it for one of our bui lding s t hat needed 
rehabil1 tation. In 1934 w1 thin 30 day a I received my first 
loan; in fact , I have sent a letter t o the President com
pliment i ng him as to the marvelous orocedure because I 
noticed that I received t he coney and tha t was what I needed. 
The a~ount was only as ,ooo. 

Immediat ely I went to rehabili t ate this piece of 
oroperty , and that is what I mean , h ired my plumbers, car
penters , painters, and insured all type of mechanics, made 
t he bui lding livable, not only for elwn clearance, not only 
for reasonable profits for myself , but for unemployment, 
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because I put men to work and naturally that creates pur
chasing power because the man on t he street who did not 
have a Job P~s a Job; he is going out, rent a room or an 
aoart ment and buy clothes with that money. Incidentally , 
I · received almost $40, 000 from Manufacturers Trust. 

I n l;ew York City t he l aw expired , i n fc.~t it was 
f or 18 month s and was extended for another year, expiri ng 
!!arch :31 , 19:3?. I urged the various congressmen to please 
continue t his law for another year or two because to was 
beneficial t o our organi zation and I felt if it was bene
ficial to me it is to anot her man in the same type of business . 
The nlan was marvelous. Banks liked it and I will give you 
sone fac~>s . 

The law exoired. Before t his law expired I will 
tell you exactly what we spent i n t hose years - - matter of 
record also. 

Before FHA went into effect ( A ·~us t 1934) we had 
::~nny properties that needed r ehabilitat ion . \Ve tried to 
obtain loans from va rious i nstitutions in or der to put t hem 
in good shape but were unsucces s ful -- so vm had to l eave 
tho:a alone unti l such time as we migll t get some money. In 
A~ust 19:34 when this Title I plan went into effect, we i m
r.ediately took advant age by borrowing moni es end t he resul t 
was expansion and employment for oany skilled and unskil l ed 
··orkers . This nrogr am ran t o about ~126 ,000 f or alteration 
costs, ~11 ,000 for furr.isnings mak i ng a total of q237,000. 
Th3t makes ~237,000 we expended inside of t hose two and one-
r~lf year s . Title I plan expired llarch :31 , 1937, i mmedi-
r tely t hereafter our firm stopped expandi ng and t he result 
was laying off of 2~ or our employnent . 

Therefore , I recommend t hat FHA Title I be put into 
effect im .. ediately, not for 18 months as is being considered 
today , but for five year s or longer. And wnere previous ly 
a loan of over ~5 , 000 had to have a commitment from t he Fed
eral Government the amount should be for $25,000. instead, 
so as to eli~nate all unnecessary delay i n putting the loan 
t hr ou-h so t hat the applicant can i~~ed1ately co~~ence hie 
pro~ram instead of wai ti ng months as he had to do in t he past . 
T~~s s~o~ld be a new and aenarate l aw , apart f rom any other 
Ho·tslns Act . 

I n order to relieve t he small business man, which 
1a the most i mportan t thing t oday , i s to Free money. I 
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further recommend that a Regional Boa rd be apoointed by the 
Government, so that when an i ndividual applying for a loan 
at any bank i a turned down , he can appear before that Board 
for consideration and determination as to whether or n ot t he 
r ef usal was Justified. 

I am heartily in accord with the views as set forth 
by the i: E'"I York area in their 14- poi nt orogram. 

In concl·.ls1on , you will no t e tnat I nave not men
t i oned a nyt!Unt; about labor. · T.~18 I ha ve left to those 
prt>sen t wno will d1 scuss 1 t co-:~prehensi vely . However, I 
wa nt to s t ress one poi nt -- v1e must recog niz.e Labor a1nce 
t:.a: is t he o-.trC!'.Asing power and by all rtP.ans try to se t tle 
d1sputea oetr:een bot:1 labor lenders. 

Hr. !!utter (i) or !Jr. Barr(?) : Ur. Secretary, about 
three years ago I received an order froM the Government for 
c . c . ~ . merchandise and at that time I owed t he Bsnk $?,000 or 
:iB,OOO And t h is order which I hAd from t he Oo•1ernment amounted 
to Jl5 ,000. I cou l d not ge t five centa unless I paid off my 
fi rst l oan to t ne Bank , which was not due , and which I ulti
r.!nte l y 'I 'l i d off 30 to 60 dsys, but I was unable tc fill t h e 
C. C. C. order from the United StA.teo Governme nt, War Deoa rt-
ent , li nd I will :ne n tion the 3a nk if you 11an t 1t, but 1 t 1 s 

o~e of those condit i ons . 

Hl: .Jr: What I a"l tal:t i nv a ' out if somebody has 
s ome orders now and wa!'l t s t o ~o to '70rk and can' t .-et the 
-:oney . 

Hr. !.!utter or l.!r . Barr: Yes, but I s t opped tnking 
o~ers from t hat time. 

Hll , Jr: But if s omebody ha~ some business and wants 
f i nancing a nd put somebody t o work and can make a profit, that~ 
tn<> t n1 ng t o a . • 

l.!r. Gottlieb: We have rig nt now !)urchased two pi eces 
of oroperty. VIe a re ta.lt ing t i tle i n t ne month of February . 
Tr.is oroperty needs rehabilitat ion. We haven ' t got t h e funds 
because we a re antici pating t ni s 18 - month plan, and that ' s why 
we bou~nt 1 t . 

l.lr. Courtney: I would rather t ake my case to Ur. 
Hnas be cause mine is quite so~th1n~ di ffere nt . The Oovernme~ 
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owes me money. I have waited a long time for $5,000. I 
have waited, I will say , five months and the Government 
owes me on one job a thousand dollar s and I beli eve it's 
a tear. We cannot go to the bank and make loans on that 
money, but they are oases which concern myself and I don ' t 
t hink t ha t this Committee should listen t o a ny of this. I 
woul d rather t ake my problem to !.!r. Haas and I will put it 
on record and give it to nim. 

HM,Jr: What i s your business? 

Mr. Courtney: Look maker; locksmith; we make looks 
safes , vault s and speci al locks . 

HA!,Jr: Mr . Haas " 111 li s ten and if t he Government 
is slow, I am gl ad to know it. 

Ur. Courtney: We have a Job f or t he s . s. Republ1om 
goi~ to Honolulu and we have to wait until t he ship comes 
back until we get paid. 

HM,Jr: Thank you. 

Mr. I mmerman: Can I present the problem of the mer
chant, t he small r e tail merchant? I am speaki ng for the 
assorted men's wear gr oup . We a re m"t ~Vi th a situation 
11here the retailer' s outlet has fallen off, t he purchasing , 
buying public, and we have stock on hand whi ch we are f orced 
to sell a t nrices to t ake the nrofit out of t he a rticl e and 
ne a r e forced by creditors to meet our bills, as a r esult of 
••n1ch ne had 40 or mor e failures in two weeks in the City of 
tler1 York and I quote accurately when I make that statement 
and 11e are met wi th the problem t nat we would 11ke to have 
sonething like Feder a l Housing or some agency whi ch will per
mit us to save our ve sted interest as the farmer was helped 
and we ask more or lees credit based on past business experi
ence and t he right t o believe t hat we have a bill ty to go 
nnead. The banks won't give us a nytnlng because we can't 
snow a fai r s tatement a nd we s ubmi t our problem not with t he 
decand of eskir8 a def inite a nswer, but we say i f it is your 
risn to get t ne pulse of tne business public, that' s ths 
pro~le~ of the business man today a nd unless so~eth1ng is 
done , chain s tores will conti nue to gr ow and t h e small fel
low vtho needs assis t ance wlll be t nro11n to t he discard. 

H!.! ,Jr: Forty out of how many were wi ped out? 

Mr . I mmerman: One t housand r etail haberdasher s " ithin 
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tne t'reater Ci t.y of N"11 York and 1 n t hat group we had 40 or 
r1ore ·•i tnin t ne l as t f ew weeks , o•Jt ther e has been a co ns t e nt 
fp,lling o f f since ? ? - b 1mer e t hey •·•ere f orced to s ettle on 
25 cents on tne dol lar. Next t ne wnolesal er 01ill be f orced 
b~c•use -e a re hitting h i e on account be ccn ' t possibly stand 
up. 

'•1111 t ne r e be a moratorium to help us , t o ti de u s 
ove1· unti l purch.-\s i n; oo..,e r i ncreases , or we won ' t be tnere . 

HH , J r : Your o r obl er.1 i s e. difficu l t one . 

:tr. I mmcorman : It i s , b..tt i t is a p rac t i cal orobl em. 

Ur. Modell : !.lay I men t i on , spealti l'.g on a broader 
basis , no:>t c oncerned ,..i t:1 t h e indi vidt•lll p robler: , it seems 
to . e t.~t there is suffici ent funds i n tne pr i vate banks and 
1 r so: e mens'-lres could b e devi sed to regul ate tnose bnnks 
- .. e: e t;:ey rrould be obll - ed in doing t heir business to do a 
cert . i r. ac.,ount "'l t .. t he s . .all business man , it ml rht have 
sor:>e r.ohe s ive eff ec t in comp P.lli ng them t o do bus iness a nd 
lend :none;y t o t he small man . I don ' t beli e ve s o much i n 
1.tovernrc1ent fl Mnoinc , becaus e 1 t hns c-t .• er r e!)ercuesions, 
be ·~·use i t br inco on i nc r eas ed t exation and 1nfls.t ion. We 
co'J.ld '-:ee;> up our pl' e sent status AS fa r as tne Nat i onal debt 
ls c.n~erned , but ~et tnese private banks to open up a nd d o 
ousiness ·•i t n t loei r o•"n nei""'nbors who hr.ve been ~=:etting 

credit untL t.1e last ten ]ears . Tr.at ' s wha t tney a r e f or. 
T .. en ·•e 1111 : solve 1 t . 

One other t nlng , not d i rect l y i n your Deoartmen t b ut 
;you 'l re a me!!!ber of tile Caoi net , t he ac t1 v1 t l e a o f t!le Uov er n
::ent ... 1 t n regard to mo nopolies 1 s, I t.l1nlt , qu1 t e salutary. 
I t r.t nk t o a certa i r: ooint monooolie e c ont rol , in mAny 1n
strn~eq, raw 11lf.lter 1nls . Arms t r ong Corlt Conoany control s 
t"e i mport of cor~• f r om Spai n a nd Portuenl , wtltcn are t h e 
t1 ·o r.>r1 r. c1pal g rowrra of t hat p r ocluc t i n t n e wor l d , a nd whe n 
1 co•"oet1 t or of ArmstronG , i n the sane llne or one of t heir 
'brnncn lines , wants to buy hi s r a11 mat erial h e has to buy 
fro::~ h1 s oo peti tor, Armstr ong , a nd " nile t n,re a~ fe-· ot ne r 
1:r.oort e r s of t .. ls p r oduct , t nese 1n:porte r s are mor e o r less 

• 11n~~ed up .-i tn Armstroflb and are sub jected to Arastrong ' s 
Policy so that tne l nde!)ende nt cor k !llllnufacturer can only 

1.':\Ve a l i m! t cd .<~mount of tnls r aw material on a v er y re
stri cted c redi t basis and whe n i t comes t o tile s a l e o f cork 
produc ts , t ne s mal l man, unl ess he c ons i de r abl y unders ells 
hr rs t rong , he gets no business at .<~11 . They ha ve a virtua l 

• 1 • 
1 .... ... 
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monopoly . Furthermore, they have the raw material and if 
you buy 1n la~e quantities you get a discount . If the 
a:-.all man hasn t the means t o buy a larr;e quantity, he does 
not get 1t on account of ne can ' t cocpete n1th the b1g fellow. 

These monopol ies are und ermini ng tne s mall busi ness 
and 1n t heir !)rAct1ces, whereby t ney control tne ran material 

and 11hereby t hey nave t hese discounts on quantity !)Urchases. 
T!1ose are j ust a couple of t ne bad orac t 1ces t hat these monop
olies engage in to the detri ment of t he small business man . 

Ur. Modell : Some of the banks blame the State Bank 
Examiner for t heir troubles . They say, 'I would like to 
make it, but • am a f raid of tne Bank Examiner. He won ' t 
permi t tnat kind ~f loan . Tne Sta te Bank Examiners are · 
noundlhb us . • Uaybe t he Federal ~overnment could ease the 
situation by control l l n& the Sta te examiners through a d lf
fer~nt agency. 

H!.! ,Jr : We ha ve such a t ning as State r1ghte. 

1:r . Modell: That ' s the crus of oomple.lnts I ge t. 

'1 " l t'.. 

11 HK,J r: Tha only t h111b i s , we get them and we always 
t ake particular case and run 1t do~>n a nd very often tney blame 
:.l!' Federal bank exan1ner and t ne only t n1ng 1s I can dea l with 
pnrt1cul 11 r cases and we do t ha:c a ll tne time and I am more than 
ol ensed, and sometimes we find t nat t~ Federal bank examiner 
1s ~oo hard and ne feels that 's wnat ne ' s h ired for, to be 
tou-n , a nd t r.ere 1s a happy medium somewnere, but I don ' t really 
t •ln~ you want us to go 1n and take over all State banks. 

Mr. Hardesty: We are somewhat more fortunate in some 
respects . Mi ne perta i ns to t he l~ttle fellow. I vtoul d say 
that I am r eady to place at least ~10,000 to QlS , OOO in the 
v:ay of tanks , VIOoden, steel,alum1num; pumps; refrigerati ng 
equipment, etc . , for my pl ants . Therefore, what I have to 
ony , Ur . Secr etary, pertains really to the financial set-up, 
tr.e und1Jtriouted surplus tax. 

HU ,Jr: Now, have you &ot all your t1gur es on your 
own business? 

l.!.r . Ha rdesty: Yes , s ir! 

H!.I.Jr : I ' 11 havo Mr. Haglll come 1n. He's Under
secretary of t he Treasury and hi s business i s taxes. 
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( l!r . :.!agill came i n. ) 

Hli ,Jr : (To hlr. Uagill ) Sit over ther e . 

Mr. HardestY: I am w. c. Hardesty of w. c. Hardest 
Co. , Inc . And busines s is good! We have done more bus i 
neos in t he first two weeks of J anuary t han we did t he whol e 
month of December. We f i nd invent ories ve r y low. People 
who order f r om us, l i ke Firestone Tire and Rubber Co., when 
t hey send t heir orders i n want t hem shipped the same day. 
Wonderful ! 

We entered business in 1926 . We g o overboard , hook , 
llne a nd sinker for everythlr; we had when we go t hrough the 
depress ion of 1931- 1932 . Then we get our friends to come t o 
our r escue wi t h JlSO, OOO , to be paid $15 ,000 each year. We 
go to t he banks. No trou~le . So I have to digres s for a 
minute a nd differentiate bet ,~een lletting money and not getting 
i t . 

Had no trouble , but in eo doing we had it unde rstood 
with our banks , 'You fe l lows can bor row 3150 ,000 ; yes. And 
with t he understandi ng that you do not pay divi dends until 
you pay us . 1 

So we still have faith and ~e g et along and in 1935 
we ourchase J33 ,590 . Sl , tanks , equip~nt , cork insulation, 
hydr aul i c machinery, etc. , and we paid taxe s of 311,371 . 18. 
! n 1936 , still with the epirlt of enthusi as:n , we spent 
.:>31,?05. 09 and, g l ad to say, "e pald )25,20?. 53 taxes. 

HU,Jr: Federalt 

~!r . Hardesty: Federal ta.xee. 

HH ,Jr: J u s t Federal . 

li.r . Ha rdest y : Federal income t ax . 
can , of course , substanti ate . 

All of which you 

For t he f irst 9 month s of 193? , I suppose we had lived 
in t his a i r of good business and paying our bill s and we sud
denly woke up to the fact t hat we had spent $63, 392.?9 i n 9 
mon t hs on new mach inery , br icklayers f or our buildings , new 
boi lers, automati c stokers for our boi lers, rehabilitati ng , and 
we have a reserveA ready for use , of $44 ,099.98 , of which the 
surplus tax is 2?~. Hits us, I t h ink , around $23,000. But, 
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t o my amazement, when I analyze my figures at the end ot 
the year , after paying 945,000 t o the banks and t he ~15,000 
bond -- I may be wrong , but I find t hat no provision is set 
up tor these obligations pri or to t his law, and that mus t be 
paid. I find t hat our capital is deflated $14,000 after 
t his magnificent year and t he machinery, t he $63,000 which 
we bought, has cost us 2?% more . I am not prot esting agai nst 
the tax 

HN ,Jr : Bu t you are only giving us hal t the s t ory . 

Mr. Haroesty: I would l1ke t o have t he other halt 
tro!'l you . 

RM ,Jr : You r~ve not told us your gross orofi te - 
tor us to answer you i ntel ligen tly. You have oniy given 
us -- oo muoh ~terial and taxes are so much. What was 
your gross business and gross p rofi t a? 

Mr. P.'.lrdesty: Gross profits ll~~. 

till , Jr. : You ask him, Mr. Magill, for what you 
need. 

!.lr . Hardesty: I would be entirely willing. 
busi ness , $1,800 ,000 and net pr ofit for 9 months was 
I have the exact figures here. 

Gross 
lll53 , 000. 

What I would like t o know , in fairness to cyselt ar.d 
~Y direct or s and i n ans~sr to the fellows uo tr~re who a re 
now giving us t he ha-ha, and who are saying' ' The S63,000 you 
ar e spending on machinery , you are now penalized 27% and your 
co~t!>'lny i a worse off than when you started t h e beginni ng of 
the year.' 

Mr . !.tag ill: You have to e;i ve us all the figures. 

tJr . Hardesty: I wi ll b e g lad to g ive them to you 
1 f you will show me my answer. 

HI! ,Jr : But you 
expen~itures all mi xed. 
He ' s t he tax man . 

are r etting your profits and capital 
Do you mi nd giving t hose t o Mav,ill. 

~r . Hardesty: I a t her e any a llowance tor bond? I 
t .• ou ·ht t here was. 

~. Ha£111 : Yes, there is. 

lH 
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lir. Ha rdeetf I n order to fa cilitate 
by this g r oup , I wou d s uggest you l et me t a lk 
a fterwards , i f you ..... 

HM ,Jr: Ur. Uagill i s ready. 

t h e d iecueeion 
to y ou , mayb e 

~r . t:S.,;111 : Sure. I can see hi m at any t i me . 

H!,I , J r : \Vhen do you r•an t to sec Mr. Uagill. 
see you r 1gnt now. 

He c an 

Mr. &rdes t y : All right. That ' e f i ne . 

Unfor tunately for me, I a:n one of t he fello.,s nho 
t .. • nks t ne ~.zovernment lk"ls d one a ewel l Job. I '!!'ant t o con-
·rotu~ate t he ~overn~ent and the wonderful soir1t ~hlch i e 
o1n alon:. If r e can help t~~s thin~ a l ong of buyi ng from 

:r· • .ies::;en , tanl>e and oumps , I wan t to keep on d o1 ng 1 t. I 
t .• in:, •·e are one of the s ..-al l corporati ons who in the i r en
thusiasm to buy to keep t he pump &oing ~"l.ve forgot that they 
h1ve obli "at i ons to pay. We d 1d no t oay a divide nd becaus e 
we co•Jld not until "'e !JO.i d our bonds anCI banks . 

Le t me say , frc:n my angle, my treat nent from the 
bn.n:ts "'as f air, f r o'll t ile :\.')Jluf a c tur ere Trust, from the 
::.'\Uor.nl Ci ty , fr m the Sterling Bank ; all right. We a r e 
ettin; a very moderate rate . I t i s not fa ir t o make a 

co·.!):tr! son -1th the s:::all fel low , but so far as I a r.1 oerson
r.::.l;- c oncer ned , I hA ve no co:::pl al nt. 

oOo-oOo 

'1,_ I -
- ,J 
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'IASIIII<ll'ON COIIftiiBI«:I h b 2, 1938 Cllorp 4. OoUlie'b 
ll880 BrO&dft)' 
llew Tarle C1t7, 

Jlr, Cbau-za, Lad1ea &Dd Otn~ - 1C7 u.e 1e Cllorp 4 . OoUl1e'b , Pr .. idell\ or 

a.orS~t A.. OotUieb ~Co. l.o.o. op-ton or tllrniehed apen•.o.t hohle , ~loJi.o.c 

lo:l people. l.o.ulll.loh ao WI tU. 1e l1al.ted I ban reduced WI !5-pap o,_nh t o thi o 

br lot. 

Betore lH4 :!-year Moderlllzatlon plan w nt into atreot (4\l{l&l&-11116) w bad .a117 

116 

properties that nMded robab1litat1on, 'le tri ed to obtain lo&lll trom nriouo 111· 

atltutlono 1D order to put th- in good abape but w.re uuuoceeatul - oo w had to lean 

them alone UDtll ouch time u we misllt get 101111 mouy, In .luguat l~ ldlen this Title l 

plaqient Into errect, we lmme:liately took ad1'&llt a p by borrowing monieo and the r11ult 

was EXPANSION a nd .EKPLOY!o!Et/1' tor me..o.y alcllled liDd u.o.al<llled workera. Thle program ran 

to about !il 26,000 , tor alteration ooata, flll,OOO, tor turniahinga Jll&lclng o total 01' 

)--" 
JZ)? ,000. l'ltle l <'lan expired l.larC!h 31, 1937 - 1111:ce41ately t .herearur our tirlll 

no~ped expanding llll4 the result •a layillg orr or 20'/. or our OCQPloyr:~ent. 

Tberetoro, I r a ooomend that JHI. Title l be put Into etteot imlaediately , not tor 
.4-

18 months aa Ia baillg ooneldered today , but t or 1'1Ye yaaro or loll88r• ~.lnd whore 

prOYioualy a loan or o'flr t3 ,000, had to baYe a commit..,nt trom the !'oderal Oonrmtent 

tbe emouut ahould be tor t 25 ,000, inatoad, ao aa to eliminat e all unnoeaearr delay in 

potting t he loan tbru eo that tho applicant can ialediataly coMoenoo hlo progru 

Instead or waiting montho aa he had t o do In the paat, Tbio ahould be a new and SEPJ.RI.l'X 

apart trom any other Bo1.11lng .lot, 

In order to rellon t he ~l bueineoa IDiln, which ia the moat l.mPortut thillg 

1s to lREK money, I further recOIID8.o.d that a Regional Board 'be appointed by tho 

Covorlllllent, oo that when e n indiYidual IIPPl yi ng tor a loan at any bank io turned down, 

be can appeu 'bef ore that Board tor oonaideretlon and dotaraillaUon eo to wbether or not 

r otuaal was just1t1od, 

I t.m heartily in accord with tbe 1'ia .. u oet forth by the New York area 1o 

1• point prosr .... 

In oonoJ.uo1on , ;you Will note tbat I bue oot •nHoned anJt b1ns about Labor. 

I haYe lett to tho .. present who will dioouoo 1t oo~rehenai1'ely. Ho .. Yer, I want 

!1
1 
atreaa 0 DI point - we auet reoogni:a• LLBOR aillce tbat i" .,lie :oaro!tu1nP' poftr an4 b7 

~~ t .r;y to .. \ tle dlopuho hat- both labor J.ee4are , '!HANK TOO. Regraded Unclassified



II..~IDiC co:MI'I'l'U: .1.. O.•a••• 
c. st.z ... 
0. A. ODUUob 

l.P. UoUur 
C. l'or\IIQ&l 
il . c .Darcl .. \J 

FOUlll'iUl ?Ollfl'S Pal Pt!O~ U D a!'.COV".:RY 1'011 SIU.U. BUSlN.;.ss AS 

l'HOPOSKII BY lli> M 1'llaJ( ll!:UOLriON 

lot : Set up a Conr11010nt ClfliiDOY tor 1D::oedlUo fi11ru1old roller tor flllllll 

WGlMU. 

<.od: Uberall:aaUoo o r tbo creel!\ pollclu or oxia~lag o.soncloa , ox~o1111111g 

t1nnncl11l u14 t o umo.ll 1oduatry , and t~o r oatoratloo ~Del axt ooalon o r 

r itle l Of t~O ntA ISO\, &Dd ud&qW&\ 8 jlll'OTlalOD tor long tJao fiDIIDCillg. 

:)rd: noquire t he lnCCt,ICrtitlOD Of labor unicca :tncl llllk& tboa 60 rea;>oool bl& 

11s bua1noa u. AJ::eod t~o •asnor Act ao 11 a to giYw all eap~oyora • 'lual. 

pr ouctlco. 

117 

~~b : .tu.,..u Unwtlat&ly t ho uodlatrlbut ...S IIW'plus t u and take oto;;>o to aclJ u~St ~ ~ 
Cll,>ltal ~ins tnx clo•nn:u-4 . 

~ th : otcstore o.,uul opportunity tor the su cc u s or utllill bus l nea• tbrougb otr1ct 

a ' or all anU~opoly lawa ancl ;>ro~ aeUoa by tho F...Sorol 

r l'ade C ... 1aa1oD CD • ll c harS<" ' ot Ullt11lr COJ:Q<~tlUOD ODd t r&d.o ,;>r acUcoo. 

oth: J.p;>roYal or the now ""' ""'n cha in atoro bill. A;>pr o•...S by Ob l o Deh9lt10D. 

a tb : Tbe pr8aJ Dt UDOcplOytWIIt tlilt, w1 tb " lil.lni&u:l or oil!ll\ , work a 8 harGobip 

0 11 II:IIUl buslneas . • • a .Jc that tbo minllowa be oat a t twoln . 

9t b: ?robibl\ tbo ieaUAIICO Of any turtbor \laX o,....pt bolldo ot &II)' CbarllCter . 

l Ot h: "'o r n or 1111 c U y , ""''• " od ! adoral Qllll)loyeoa t o b<l su:>joct t o tho -

income taxea aG os bor Acerloan ott1zano. 

Utb: ..J~tobll sliment or a Cou.nc U ot --.11 bualnea s 1180 to aa ·•lot tbe eonr-nt 

111 e reooarcb or -.oo tor aidlna ._u buolnooo. 

12t b : fie dleappr o•• of tho pro~oao4 facleral l1coD01Dg ot corporatl oDO. 

l .ltb: lie ur&~~nUy ro queot tho\ CoDi!J'U• ooaoe 4Uatory tacUoo uDd ...... ~ 1.

-cllatoly logialatloD oaoclod r or the racoYary by bua!Mou ill tbla por1o4 

o r recauloll. 

Htb : An ...,rl y ota\-nt by tbe .A.d ta1D1otratioD ot n oonet ructin policy to...-4 

buotneoa; oe-Uo11 or er1t1o1• or buoiAe oe wUl raotoro public cODrldoAOO, 

411cb 1o pr"-t'Uy 1111oGod t o aDCOuraj,o pll8ral .poDdlna w1tbout oblcb w 

can DOt ouotaiD pr1oo l onl a 0114 o\abllJ.so ocplOJIIODt witllout roduct1o11 

or l"bor . 

~~o;tecl : :!A .U. fob 2, li:le 
aale l p llotd 
:lubln&Soo, D. C. (Laorrnco c. IOI.toba~a ) 

CbolnaA 

Regraded Unclassified



,,., 
0CIIri!lli2JIOI - 9!LLL' 3l!ll:!'ll 11!11 

'UlliWIOJ ,., l. lJ. 

Dr , 5 1 1 llr, Cllal-, ~1n aa4 a.tU-a .t tbe .U-)17-

c 

lJ>I< .. Qoh • • rq U• 11 lbUad aDJ 1 oaa "'JJ ... u wunaat \bat 1a tile •••• 

two U>at 11 alloUed to thb , , ... ,11. 1\ woulcl ltl h...alJ t.poul)lr t• • 

to u:pn11 1111 thoiCblr o011plewl.7, 1 ha'fl pNJ~Uad a ••11 prop- aqr la11111ai 

certa1A taou. 

aa the Chal r..,. w \lie Boal'4 Of mnouu Of the aulcleaGa Cllill ~u et .,_,., 

- Yorlt aAcl tbeir put Praai'*''· 

tiou upon u,y puUoulru faotor - wbl:l t we lbOilld and IIIJ!'l' do 1a Ulld a Wflll OG\ 

ot t be Ju we a re 1D - - wa l'lWI t 114• tos-thlr ll pla.A aoa ldnll of porltlft aaU• 

ln l ome pl o.>ii1J16 dllloUon eUU poulbla t or ua to tua, 'lbe ri lt3'l aDd IIOit 

lllpOU &At U.tlll(j 11 COB.''1;JDO~ be tween ouurlYee !Uld tlw ;o,,,_, &Ad t.ha t -t 

be r01tor ld a t onee, before we- aZJ:1 tur th., etepe. 1 aa a '&all' -1111111 

'""" ~= 1 ha" outala -UQithe Uoo~b\r ae to wlnt plaa oan -.ut •• I 

will o•tl1Da -llll oitlJ aat brlaf11 hGOr 1 wu afteotad •7 orrtala 118Ulatvr 

"bef ore &ad attar• -. 11:J plaa will he lp all who hau "117 pro)~ • W.lMM 

&IQ'illlarr 1A thir OoWill'Jo and 1A., ~lr rplal•, tblr b tile Sl'l01ll1l lrlpew'-\ 

faotor, 'lll&t will .lwlp ;ue wlll he lp nrl)' ratallrr, wbelra&lu, -utaatu,.. 

,.Jill '"" piOfelel~ - &11/1 aai eYUJ ~. 

PUrr u the laoep\loa of \lie r , li.A, ..,._. llelltrlldaUoa flail •u• 
' 

Pllloh&aed a ph.,. ot propert;r U toolt u a lOIIJ tiM to __.late ._,.. ~ 

to reo-uuet - properl;r e el oo-111ed11 ... oould IIIN \&loa '""""ta~ If ~ 

utata klo~~~lM aat proflta'llle •spr••'• _.,..... a h l04 to ~ "11• a.S .. ,.. 

!...,.,.,, *'• tbh law .... tar '""'• ... S....U..tal:r tlok ....... .._. rt tllu 

.. , ~~ PIUMaa~ ~llildlD&e the\ ...._ ..... MUk\la. 1 IIlli>' a44 l.a .... 

,.,,.., Ula t wllea we &O>joiH4 • pl- w peopei\J we lrld allftiolra\ -:r U 
Regraded Unclassified



·. 
b1>3 but ..., did not ha~e eno~ fo r :econatruotion or alteration. &o 1 mentioned 

before, wilen this plan beoame acUu we applied for loans and rooo1nd them 

qu1okl 7 wUbout • r od tape•. Thruout the period t.lat thl.a law wao 1A e uect, 

t rotA ,;.ugu.ot 1934 to !.!ar oh 31, 1937 11hen 1t t:Ep1rod, we aoquired eight bnUdi~, 

borrowed tram 1nat1tut1ona for rehabilitation expendituroo cd apant o!IDUgh 

mone:t to i .. ure 11W1:f employeea & good atead:f li~iDg own a per iod of )'oau, whidl 

1n tnrD became oir oular1sed 1n trade and purohalillC powor . Brietl)', wit hin that 

pa r i od we apant 0237,000. Of thiS a110unt $111,000, wo11t for .UteraUan coote, 

1nol udin;J paint era, oarpenteu, plU!abe ro, eteamti tton, ,.,OJDOJl, eto. etc . aJld 

.$126,000 . tor Fllrn1th1.na•, iJlcludt..na furnitun , oarpeta , r "8'1, ~~~&ttreoaea , l1ne11o 

cur t aino , dr apea , eto. eto. Theoa fisuroa mean all manJlOr of 1nduetr1ee put to 

work to produce IIBro.halldiae . DoeeD't thie man that people han mouy to l1Ye 

and apend decentlJf Doesn't th l.a mean puroh&a1~~g 'P(IWerf Oert&1n171 I Ouz 

holllea were oco»pied - rentals we:e paid - people had mot107 to spead - to bu,y 

t hi"<)o - to be happ;r. 

!low --after varoh 31 , 1937, tbe exp1ratioa of th1o F .B. A. 3-;?ear 

llodorn1sat1on plan, the unho«lthy t;?llptOIIla b&O&IIIO nident. It our th~hto wert 

to purohaoa a pieco of propert;v wo h&d to absorb our oapit«l into the purobaae 

price , and since no fund& firo an1lable to uo for rehabilitation we mturall7 

hoaitat ed to bu,y . 1/hat &i U1tlf wo h:>.d in our other prope rtitt we .bad to proteot

wa did not dare ta4 oh&nce a with ll8lt ho..aee, and eiree wa had no new buaineoe 

we had to la;v off help, all lt1ndo of IIBohanice, aupar•ilora, eto . eto. Tho 

healthy liY&ble oonditioJl amoD8•t ~ people broke do_. beoauoo we wero UD&ble 

to lalop t hea omplo;red. Pr lor to the n:p1rat1on of tail plall we ho.d 'bee ide the 

l&bor 1~~g a.apl o:re" , •• •ntioned all on, a regular etaff of 128 people oou1IUJ18 

ot ,.1<11, porton, uphole tereu, ola•a tor operatore, ~u. hand:fmen, tir-Jl 

etc. but liMo wo had to our t a ll ezpezuoeo wo had to drop al>out 28 from o11r pq

roll (ud tboaa people were Jlledt4 tor 18r1'1o1DC o"' propa r tiea) . What mtnr

allJo happeud to thou 28 - the:r bad no mO'"':i' - therefore th ia ~~>All pezoonbge 

otoppod trade aleo and Qllleu wo a r e able to ro-•plo;r them an4 we O&JlllOt do 

1t unlo01 •• nro able t o coJltinue to ezpand, thl.a oond1Uon will ooaU.~me. 

'Ire dit lilald ~~~, IIIIIch lay ill(! Off theae peOple l iMO tllOJ WUI alW&JI fai tbful 

and coneo1ent1o»a and were wHh ua t or """':~ yean, but "" h:>.d "" other Regraded Unclassified



I ;J,. 0 
a1 urnat1•• - oar ba~1nell cleol1Md &nd we were OOJ~Pelllcl to 4o n or lo .. our 

propert1•• thl" DOA-IMIJ•at of taaa &Del laaraat. 

Oo•aqunU7. wltlll.a a few IIIOAtha, 1m-a h&YI.aa be- U,lewt, 

0., peroctllil of TaO&!IOla a l.a oar 'fado,. h ou. .. be- ataztll.lsll l.aeH&Ht. 

IIU1 aa 7011 llDOw l.aatead of open41J18 a 4ollaz for a -1 wol>lt a}!lll4 'Off aat 
whlra thl;r pa14 ~. a week or ~. a 110ntll for a ro .. - 11&14 tl• a welt or tao 
a -th. In oo• oaaaa faoalllaa d01lbla4 up to ..- ...ta •et. ftla baa 'MOll 

IJ01Dg on nar a1111)1 ud la aUll gol~~g oa and t he fall aad \flatu whln we aboult 
thoor a good r&ntal o01141Uon, we han a- the pooraat ooll4lt101l a t.oa tbe put 

e to 10 :reau. !hat- la blaolt &114 wblta - u. ex1atlllg ucl 41ahaaUaiiJ.IIi! 

9/aabi~~gton wami.A8 thea that thla I'IU. Tltle l plu. ahoulcl 110t be tleooat'--4. 
puUal I pra4lota4 t.bll cal.amit7 that would occur , and I aa ave the ooa41UOil 

u 1 h&n ahaad:r outllMd 11 a 4lraot zaault of thla place of lag lelaUoa. 
!lUI bulltlDa l.adQitr:r la thl baolii>CM of our • tloa an4 lt certalnl;r ahOilld be 

., flr at pl an to correct .... of tbaaa -.111 11 to put l.ato aff .. t 
i~41atal:r, I'.B • .t. 'l'ltl• l, aot f or l8 111011tha aa la bei~~g oo111141ra4 to4a:r, 

I<N~1J~, bllt for flw J'IIU ar l011ger. <lll4 where prftiOilllJ 
a lO&a of o .. r $5,000. had. to loa•• a oo.-lt:Mat troa tbe ,_41ral llOft..-at 

the &!10\Ult tho"ld 'M tor $215 ,000. l.aatead ao aa to ellalute all ....,.oeaaar;r 
41la:r l.a pu\tlllg the loan tbrll eo the\ the appllou.t ou. S...dlatel:r o-e 
hh progua iutaad of waitiJ18 110ntba aa he Ja4 to 4o la the paat. 

en y otber l'.ous1n! Act. . be a DIJ aD4 31!a!l<lft ~, aput t .r.. SJ •• • -a- ' M 

' tt it?G--11111~ 

ftla ab01114 

IPaaM;AQa 

1 han eo• f1gurao that au a -ttar of p>'llllo raoon Oil thl old plea 
t 'lat I thllllt la pertillltllt to tbl pnaent altli&Uon. O.ar U• laet llh lilA !l!loa 

l iuured tl56o,ooo,ooo. !l!halr loea ap to tate 1• about tl2,000,000 (&n •owat 
whlab lad to be paid blelt to 1aeUhUou aa pan of thelr lauranoa polloiu), 
.lbo"t Jalt ef thla a..,,., ~ ,ooo,oooe will • ,. .. .,.,., tbn lalea that ''-' 

will au.. "'-rafora, t.he t6,000,000. •• leu 1a e<lllftlat to 1~ Of oourM 

the lou a igb\ be • little more 111101 pq.enta are 110\ a ll 111. If :roll et retoh 

-3-
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till 1011 \o till utoooat 70u ou 1111 it wU l be frOil 2 to a:C. Ooa one lhow a 

~etter repor t \llall \Ia tt !be Publ1o ehoult tbnet ore enoourace tile On•~ 

•nt to l<sep !ltle 1 in efteo t ae auggeated abo.... l'lbat b.ua, i f alliJ, oan 

t be n 'be toz tile l'edual Ooftr-at to oo• lcler U 1.-flnltal.7t I Ollall ell&'l 

alliJbOcl;/ tor a oonatr uoUn odUohlll on tb.la l 

1h all - that olll7 tb.l'\l the leD41Jog of .01>87 to l!aall lla4lah7 

tnel7 and eaa ll;y, can we e:r:peot 'bue iJiea a aot1Ylt;y. !be w loo U ;y of oudU 

and mone7 la what we ••••· 1bere el .. ou lt mult 1pl7 ae faa t •• lt aural7 

dooa tb..ra the Su.ll buelne .. ..., , I ahowed 70" ln ay figuree prnt oaal;y 

quoted hO'll faat that could be and 1 ""' not the onl.7 lll&l1 in bualnau. !be 

h13)1 coot of obtalnln8 """ money 1s a handicap t o ~ ••11 ln<butZJ• .\Jill 

a.&ll lndUatr~ repreaenta 90% of the buala .. s world, the balaDOa ot 10 % 

are oapU aUo U &ad oo-oalled Ilia llua1neea ..... !heref ou, h lt llOt tbell 

need - 1 msn th e major1t7, the 9G:' 1 ~&&ntioD, tbllt we are 110ot tn•rutad 

1nt 1o it DOt they who briJls abOut o1roular1oat1on of aonle a thlu t balz 

ID&I\I' braDChea - do tb.e7 net oau M the 'bu;rln8 &Jld ealllllg - aupply and 

dem&DdY 

! fal l&Q1 e~1atln8 t odQ1 11 t hla 8&C8 aaall boa lJ>eaa maA ' a lack 

ot capital , and tmportaat factor 1n our eoonoml o l ite , and t be onl7 W&J 

t o open up ... . DUll, of progra .. 1a to help hllll t I.Danolall7 , eapeclal l7 g l .,. 

him eno"<!h funcla t o carry on dull~ a 'or7lng' per i od , t o 11118p hill au .... 

'!he anawr to a ll thh la EAST JroBT -

And t he log ical aolutlon 1a - tom ot law perlll1H1118 the 

eo tabllan-nt of Federal Indueh lal oapltal 'bankl •JilP.,.ered with all 

neceaaazy lO&Jling and dleeountlng prerogatl••• t1aanoa4 1>7 prl•ate oapltal, 

to o~ter to tba local and reglo.al DBede of trade and 1AdUetr7, el~lar to 

tbe PIU. lnaur&DM pol1o7. Oz , 1t th lo 1a a.ot t eaal'bla per.aU tile local 

banlr:a to make loane up t o a r eaaomble aaou.nt to be guaranteed 11> part b7 

tile ao .. r-Dt, auo. ..ah 1n the - ......,., unde r whloh b.olll lD,!J loana 

are now 1uurec1 1>1 the PlU, to help the llalll boal1111u ...... wb.o IA!J!I be 1n 

neeli of fWldl a t>d 'lho b.ea DO atate•nt wh lah h gooc1 tor aOWI4 ballldng 

lnT .. t<aenh. It theoe •~ll 'bllUnees men O&ll b.aTI a gii'IT.lJitea traa the 

:Jo•er~~a~ent to the l!.>nkl t o l oan reuon:ible amount• t h is will open up Regraded Unclassified



allauda aare tlley can 1180 tUa 110nay 1D a prodi&OU Ye upaoi ty . '!'ken loua aH 

buad eol dy, not eo aNcll on a liiAil'a iJIYeat~t but on Ili a ckancter, uda aoCiawlla\ 

or a tangible record ot prof!l'taa colllll8nsur0ita with lba Gmn mt or capital lao Ilea 1l1 

ois butn .. a . .I.Dd this loon con be paid back in monthly inatellments •• betora , 

c:.nd abou ld b.> used oolaly tor axpena1on purpeoas .O ich zuano UBOR return a to work 

i-.•d;atalr cre• t1a& pur:haaia& pewer . 

1 Regional Board alaoul d be appe1nted b7 tbe eo ... rn:nent whereby ae 1nd11'1duel 

applyln& tor a loon at any bank and 1a turned down, he c an then appear bef ore t hio 

Board tor cons !deration and 4ata:nninat ioo. aa to 1fhatbar or not tlaa ratll aal 'faa 

jua t1 tlod . , 

Let me explain: The ""all buoinaoo ~n no l acks capital about • bleb I 

t olkad before can usually su'bc>it a ote tea> en t allowing b1a soundneoa 1IUZ b11t •ttll 

frozen ascata . rue raputet1on :night be splendid , b1a olaeract,ar tine and , .. 1a 

probabl7 i n bus iness tor 20 yaara or more, end be alwa ya respected cr~dit. Yet, 

waan h• preaants himsel f w1tb en application tor a loan to a benkill£ 1net1tuUon 

he Ia turned down beoauae or tha •rr ozen aoeata•. Now, wbat does a bank expect 

from a a~l buo ineae man - l i quid asaets ?l . It ao, then t his applicant doea 

no• !I:JW e l ollll . 7ou might aok "Should a ...., a oura a l ollll 1t hia atot ...,t 

ooutata of trozeD aeee'\a but 1a sound otb.eniae?" Tbe auwer is Yea, beoaaae 

tb back bes invest iga ted h i111 , tound hl.JI to be honeat and trustworthy anct- -•4 
· .. t h1a obligat i on• pr<>mptly in th o past - he baa boon in busines s tor Jllan)' yeara 

and heo retained his good ndme. That ia auft1cien t tor ony fan~er to gralt a 

lo·.o on . or course the lli'IO\lll t oeked t '>r obeul d be baaed propertlonataly upon b1a 

••••to end llobil1tlea . .UID, 1r tbere 1s any reeson tor not grutlng 1t, tlall 

Q'"~l'l 1!1ould have the ri&ht to appear before e Sob.l'd to aocertetn ::tiY. 

In conclusion , ,;;z .. .,.,,OM-t, ur . Chair.nan , Ladiea and Gentl,..en or th is 

isao~bly , you will not a tha t I beve not mantioned anything about LABOR - tb1o I 

bava l ett to those present who will 41ecues it comprobaneively , However, I want 

to Sl'Rl..SS 0:10 point - •• ll!llat recogn ize I.ABOR ainoo THEY are tbe PIJRcaASDlG POnll . 

TIIA."i'".! n'U 

~ 
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GROUP :IEETING February 2, 1938 . 
9:30 a .m. 

Present : 

H . .! .Jr: 

:lcR : 

H • .I.Jr: 

Upham : 

H • • t . Jr : 

Gibbons : 

H. J . Jr: 

Gibbons: 

Olipht.nt: 

t.lcd: 

Olipnant: 

H. 'I . Jr: 

Oliphant: 

H.Y . Jr: 

Oliphant: 

Mr . Mag 111 
Mr. Oliphant 
llr. Bell 
1.!r . Gas t on 
Mrs Klotz 
llr. lolcReynolds 
14r. Upham 
IAr . Haa s 
l.!r . Gibbons 

.. . ·-All right, 14a~ 

There a r e a lternative letters on t hat Kelly case. 

Oh yes . I'll t&Ae them with me . 

I expec t to have that d igest of the S. E.C. report 
re~ay by noon, if you ' re interested in it. 

Yes . 

Noth1ng . 

t1hen i s Ballinger going t o be r eady wi ta his report 
on tile ndmlnistra tive set-up of Customs? 

The Bureau . 

It ' s a very l arge r eport . 

Herman has it . 

Came to me about three or four days • • • • 

Caa• t hear. 

I say it' s a l arge report; came to me ~hree or four 
days ago . I am now going over i t . 

About IAonday, be r eady? 

Yes. 

!2J 
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Olit>nant: 

rl . :J . Jr: 

Oliphant : 

H • . A.Jr: 

Olipnunt: 

• l. .J . Jr: 

ilt.t.s : 

li .. LJr: 

rl.'J , Jr: 
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'loday 1 s l'lednesday . /•bout lfonday? 

Right . 

.Out I mean 

Make it Mondny . 

I mean by that you either will Egr ee or d i st.gree, a nd 
tell .ne why . 

(Nods yes) 

Oitey- aoi!:e . 

Is Taylor sick todby? 

He 1 s over at - I culled a while ago; he ' s a t the 
lxport- Import Banlt meeting . 

un . 

(On phone) ,,s Mr . BeU 1!' he is coming down. Something 
tha t l 1 d like to see him obout. If he can 't come down , 
I ,.,_.nt to tt.l.t io nirn on Lne pnone . 

Look, you, daas - you two fe llo>Ys (Haas and Lochhead) 
ste 7~ylor - ~ thoueh t is, now, tnis r eport thut 
you .,ive me on the .veel{ly business situa'tion •.... 
Uy thougn't wa s tnt., , in tile first place - you can 
tell this to T&Y.lor - somebody has got to service 
t nese t .;o boys, Butterworth und Cochran . 

All right. 

1hey •nrite a letter tha t Sir Fr ederick Phillips says , 
"?;nat a bout the J.me rlcan automobile si t ue tion?" Well , 
I r ead the cable some time during the night. Now, I 
uon ' t want to charge with roy memory "Is Sir Fr ederick 
Phillips ;,nswerttu?" The chances a re nine out of ten 
he won 1 t be answered until I t nke it up. I oughtn 1 t 
io hrve to do that. So I want to make Ta ylor 
responsible for servicing London and Paris when they 
~ant somettung; I mean make Lochhead responsible so 
thot if Cochran or tne other falloN, Butterworth , 
A'ants sometn.l.u i , i t is up to !lim to see that any 
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Huas : 

H. :J . Jr : 

Haas : 

¥ • • • ! . Jr: 

li • .J , Jr: 

I! a as : 

H, ,,I, J r: 
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questi on that these boy s ask us in t heir cables -
they either get lt or don't get it . But the ~ay it 
is now, I 1 ve got to do it. IIO'It , it' s another thing 
that I shouldn't have to do . He can come in and 
see me- "Should they or shouldn' t t hey have the 
autoooblle stuff? Should .;e send Sir Frederick 
Phillips L r evie" of Nhll t toe automobile si tuu tion 
is?" I don ' t see any reuson why we shouldn't, see? 

Uh-huh . 

Now, the other thing i s , incidentally, in this cuble 
of Sir l''reder lck Phillips he i s terribly blue on the 
English situation. 

(hell comes in) 

Hello, Dan. 

"nd then t he other question that you fellows t ake up -
I think th11 t we ought to s end this report on the 
American business situation to Butterworth and Cochran 
once a week with a note 11 For your information. Not to 
be c i rcula ted , but t o be used for r ef erence purposes . " 
See? 

Once in a while there ' s somet hing in there we' d t oke 
out . 

Thut •s up to you ano Archie and 'l'aylor. As for 
me- but if th£r e •s sooething you J on• t Nant to go 
to t he Treasury in Gre~ t Britain, you con just delete 
it . But I r eed t his; there ' s nothin~ in i t ••• .. 
I t would be helpful . 

I ncidentally - this is <Jn awful small' th ing , but it 
just confuses me - I mean I wouldn ' t - but if I'm 
not mistaken ther e are some things they put in this 
thing twice . See? 

'f es . 

I mean don't .•.. 

Like Walla-Walla . Made two copi es . Sorry . 

It' s only a small - but I look at it three times . 
I mean it 1 s not i mporta nt, but just •••• 
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Bell : 
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Got two copies . 

You know our motto: "We work towar ds perfection." 
Way not reach it, but we work towards it. 

Dan, the r eason I wanted to see you this morning -
I was simply dunfounded to r eaa this stat ement, 
accredited to nobody, about WPA going to two 
mi lli on people and then t hey • re going to l ay off 
a mil l ion &nd a half, and thls is what t hey had to 
do on account of t he reported s t at ements of Mr. 
Roosevelt and 14r . Morgenthau. And thanks to their 
statement~ Mr s . Morgenthau gets a letter this 
mor ning th~; t ~> band or fifty people, on account 
of tne at t1tude of the President and myself, have 
banded togetner to kill the President and myself . 

No 11 , tnis thing here of nubrey Williams and tnis 
fellow Ur . Niles - is that nis name over there, the 
;>ubllci ty :nan? 

I don't ltnow him . 

rlhat? 

I don• t kno1•1 hlm. 

126 

·.~ell, ne 1 s the man. If there • s anything like thls -
and I ' ve got a bargain with these boys, and I ' m ••.• 

You have a bargain with Colonel Harrington . 

Right . 

"One official who would not be 4uoted by nome said 
:;PA 'Il l- S banJ<ing everything on n Spring business rise 
absor bing t hose demobilized . " • 11 in quotes. 

"•or course,' he sai d , 1 ::e can't foresee a boom any 
more th&n we can a flood or a blizzard, but it i s the 
only thing we have on which to pin our hopes unless · 
additional relief funds are made availabl e for the 
r emainder of the current fiscal year. It seems, 
hov1ever, tlla t the business r ecession leveled off in 
December a nd that neither hills nor Vlllleys ar e 
a head .' 
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"Although there has been some demand in the House 
for addit i onal r eli ef funds, he sa i d the general 
apathy of the Senate plus statements from both 
President Roosevelt and Secr et ary Yorgent nau that 
no d eficiency appropria tion would be needed 
inuica ted 'I,PA would have to •make its money l ost • 
until July ." 
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l'he he6iling is "'IIPJ. Rolls to Rise to 2, 0JO,JOO Tota l. 
Spending to Increase t v Take Car e of Nork Relief 
Needs Co t• .'l inter Months . Cut of 500 , OOJ by J une . 
Most of Cur t ailment t o Be in South - Business Gain 
t o Absorb Slack Expec t ed . " (ll .Y.Times 2- 2 -38) 

(On ~hone) Col onel Bbrrington, please . 

But lsn• t that breaking f aith Lnd our word and so 
f orth? 

•.Vel l , the million am <. llhlf is right on the s chedule, 
yo u .<now . 

Oh yes , but t wo million isn•t. 

Vlell, they ' re figuring on a million nine as un aver age . 

hut i t' s b dirty story, it • s a a irty story . 

Oh sure . 

Just r eed it. I mean they haven't got guts enoueh t o 
stand up ana s ay it. l' d t hinK better of t hem if 
tney ' d s t and up and say so and so and so a nd so . 
Now Ne come back - depending upon what we see, 1 1m 
going t o send for tnese people t o come over here; 
l ' m not going to t ake it like tha t . 

(On phone) Hello. - OIL //ha t about Aubrey 
i.'llliams? 

Colonel Harrington' s wife is very sick. 

darry is going t o be awuy ano ther month. 

'llhen diu you hear tha t ? 

Yes t er day . Mac t old me the President or dered him t o 
stay away another month. 
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H.;.!. Jr: 

Gaston: 

H.~ .Jr: 

G~oston: 

H. 'L Jr: 

Gus t on: 

H. IJ . J r: 

Klotz : 

d. :.I . Jr : 

G~oston : 

ri . LJr: 

:<lot z : 

B • .li . Jr: 

Klo tz: 
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Herbert? 

~2 " I -• v 

No, I ha ven't anything. I d idn' t send you- didn ' t 
give you any report of yesterday ' s conference because 
nothing happened . 

I was amused t o learn in the Pearson- Allen column 
today tha t Mr . Douglas and I have got a new scheme 
for small business , giving me full credit . I never 
heara anything . It • s a nice scheme and I don ' t mind . 
It ' s a ll right . 

The White House is giving you full c r edit . They ' re 
sending ove r a l l the letters from small business 
men to be ansNer ed over here . · 

\'/el l , I haven 't given any t hing like tha t to George 
for a l ong ti~e . I ' m turning a ll of that stuff 
ove r t o George . 

"ell, it ' s a l l come back t o me; that is, t he letters 
have . 

Well, 1 only yes t erday usked George .. • 

'lie osked tnem to give tnem to him. I spoke t o Miss 
Chauncey; I asked that t hey be turned ove r to h.illl . 

nilllams hasn ' t reacned nls office yet . 

George, you can nandle thnt, can' t you? 

Yes, you bet . 

Huh? 

I'll ask Herbert what to s ay . 

I ' ll asK you, George . 

Committee of small business men . 

Tha t' s t entative ye t . 

,;ell, if it ' s confi rmed , let Mr . Haas and Gaston be 
her e , see what they cvn learn - how to na ndle them . 

I t ol d Mr . Haas . 
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All right . 

Wha t else , Herbert? 

I thin.l< thu t 1 s all. The Press I n telligence Bureuu 
11asn • t &bl e to find a nything i n the Rochester 
papers a t e l l obout t ho t Genesee c a se . Vle • r e now 

-

na ving a r e-sear cn of the f iles made in their office a nd 
a t the Congr essiona l Libra ry . 

Now, you people .mow a t lu : 30 - I mean S . E. C. is 
co:11.ing on the ut 111 ty t h ing . l'lho is in on th~: t w 1 th 
me? You (Ollph&nt)? 

0 .ner and Ed • 

"ho else? Taylor, I guess . 

J.nd I •m trying to get BIH'kley - he• s coruinc 1n 
tomorrow morning a nd I ' m going to ha ndle tha t 
l i •1uor business - burrels . I now understa nd 1\'ha t 
a llght-bou l ed ::hiskey i s , what a h ea vy-bodi ed 
Nhiskey is, wh:• t t he chur does a nd wha t it do e s n ' t 
do ; whi ch is s traight, wh i ch i s Bourbon; there a re 
40 to 65 million gallons in stor age . I ' v e go t t he 
whol e s t ory . The on ly thing missing - I don't know 
whe r e 1'l:!appy" Chl-ndler s t ands . If I kne.v that , it would 
nelp . 

He undoubtedly stands f o r ne.v cooperage . 

Pat darrison migh t tell you. 

Po.rtJon me? 

Pbt Harrison mibht tell you. 

Good thing Senator Robinson i s n't i n on it. 

I ho pe you noticed that the sales o f Baby Bonds for 
J a nuary exceeded t nose of J &nua ry l as t year - 99 
million , 7Ju l•nd some thousand . 

I t hought y ou fe llo·.,s fell d own bad ly. Coulon 1 t y ou 
h& ve snov ed i t ove r a hundr ed mi l l i on? 

Thbt ' s wha t I should h~ve done - hs~ed Jiw Bry un t o 
gE t it ove r a hundred million. 

Regraded Unclassified



!\lot; : 

Bell: 
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He will . 

I t hought it did go t o lJ2 million. 

On the daily buse it probably did. 

Dan ' s a man after my own heart. 

Put on a daily s t at emont bose . 

Absolutely, it 1 s got t o be over a hundred million . 

$lv2, 248, JOJ . v:e won ' t put out any release; Just 
call t il~ boys' at t ention to it. 

1J:!, :0:48? 

1J2 , 248 . 

Al l right . We 1 re a ll lea rning . 

See wher e the Comptr oller Gener al i s going to 
inves t i gate t he daily? 

Well , it 1 s tsken him a month to think up an answer 
to you boys ' " snapping ~ t the heels" story. That ' s 
their answer. 

Strictly in the room, the l~st e s tima te that Ur. 
Haas gave me on the r evenue, :11lich was some time 
ln December - l s this J anuary? 

Uh-huh . 

Wha t? 

Tha t's the month of Janu~ry ~nd the first seven months 
of the fiscal year . 

.Vell, the month of J anuary he underes t imated by eight 
und a half mil lion . And ! won ' t scold you. In other 
worus, eight end a half million bett er than you 
estima ted . 

No , tha t ' s per cent ; 26 million better. 

l<nat? Oh yes. 26 mltllon for January . 
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Bob Kintner is coming in today . He asked me over 
the phone whether our r evenues for Janua ry were up 
to our estimates . 

The answer is "Yes •11 

The answer is just "Y es .'' 

1J • - .... 

But t hat' s better tha n hnving to go to the Pr esident 
&nd t ake out our hanukerchief and s ay, "We ' r e off 
26 million. n 

ite can r est until liarcn, can ' t we, George? 

Huh? 

ole c~on r est unti l Lla r ch now . 

That ' s right. 

1 1 m going to be away sll during Ma rch . 

I 1 ve got the fir st r eserva tion, Ros . 

'1/ell, ! 111 be away during April - April 1 on . 

Well, I• m thinldnt: of being nwuy April t oo . 

J us t a minute . 

(On phone) Professor Hiefler at Pri nceton, ple&se . 

~·ve g iven you a r~port - dictated a written r eport 
on my conference yesterday with the h . G. 

Yes , I 1 ve got it her e . 

Very s a tisfacto r y, a nd indic&tes a cordial a ttitude 
on the whol e thing , partly as a r esult of the 
circumstances you pointed out - the r ea son for his 
suggest ions tha t he made ; sugges t ed a confer ence -
and also b ecause of our success in the tire case , 
which has ••• 

;, e may get somewher e? 
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Yes . Jus t sort of a hundr ed percent agreement. 

Will you keep McReynolds informed? 

Yes , he t old me. 

Vlhat else? 

J32 

Nothing . Well, I have a memor andum I'll eive to 
'layl or t his mor ning on your power s under the 
Interdepartmentul Banking Commit tee - your ba nking 
po·1;er s ; hnd then ll general memorandum dealing with 
the whole subject is in process of being ty ped now. 
I'll give i t to Taylor in t he c ourse of the day . 

i.ll right . 

Tru,. t ' s ull. 

I h<•U c. telephone c&ll yes t eruhy from i.ssistant 
Secretr.ry Dr aper , s aying th~ t the small business 
men, .vhich he described as bus iness men under five 
reet five , would be ovt:r .• . 

Ovt:r s t the press conference they wer e called 
"Roper ' s Lilliputians . " 

I ilondered wny tnybody nsan ' t named tnem tha t. 

They are assembling . 

You s &y "Roper ;,i th the Lilli,>uti ans ·" 

"Roper ' s Lilliputians . " 

"Roper 1:.nd the Eight Hundred Dwarfs . " 

Well, anyway, these little f ellows ar e a ssembling 
over ther e i n Commerce , and they have done their 
best to keep the dirty s ubject of t axes out of 
their cons i derations , but, having cons tituted twelve 
aiffer ent commit t ees on everything else from the 
kind of desks and rugs they wer e to use in their 
office on up ond down, they find ly ha ve a 
miscellbneous basket in which it appears that 
probably t axes mignt be r~garded by some as f alling. 
So Bro ther Draper asked t bh t I come over and s it on 
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the platform {lith my open front collar and •••• 

Open f r ont collar. 

••• and 1f anybody by any chance should ask a 
4uestion about t axes , why 1 I would be pr epar ed t o 
r ise UJ) a nd say 1 "VIell , the t t. xes are jus t in 
splendi d sh~< pe . n 

::e.11 , I ' m tickleu to deli th he ' s a sking you. 
Incident ally ... . 

I don 't thi!M I am, but then ••• 

.. ell, I <tm, b "cause i t - get away to a bad s t art -
I' m t i cklea to d ea th they have ~sked you . And t he 
fuc t t axes was left of f I think was ra t her i nter es t
ing . I think i t i s due to the f ac t t ha t Mr . Ear l y 
f r om t ne door step of the White House s a i d t hey would 
consi oer s urplus t ux ~ nd capital gains t ax - mus t 

~ 3 ., J \ .I 

ha ve s ai d t hllt enti r ely on his own - then the Presi dent 
&s s. r esult of t ho t t o l d t hem t bey mus tn 1 t consider 
the t ax thing o t c.ll. 'l'hut wos the advance s tory 
th~ t • .. ent out . 

The thing t hs.t t.muses me - they have a ppar ently con
s tituted & flock of committees t o cons i oer t hese 
twel ve o t her sub jec t s , wha tever t ney are; then the 
13th, o r miscell~< neous one . . • ·;/el l , the twelve , 
" s I t ake i t , are meeting a r ound in r ooms of t hi s 
size, but t he l J t h, the mis cel l aneous , i s jus t go~ng 
to mee t in tne a uditorium, appar ently l eading a ll t he 
boys t o be mi scellaneous . 

You goi ng t o be in t he auditor i um? 

1 1 m going t o be i n t he a ua itorium . 

With a mi cr ophone . 

You (H. ~1. Jr) be t ~er t ake the day off. 

All rignt . 

Shall I take any r einfor c ements a l ong with me? 

On your nip . 
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Some of this cooperage tha t you're studyi ng. 

Do you want to bring this up here? 

Well, there is rea lly nothing for me to decide, 
other than tha t you Jus t point out that this thing 
went out without any of us seeing it . Isn't that 
it? This $100, 000 thing . And now tha t it's out, 
you're going to try to make i t good . Is that it, 
or what? 

(On phone) Hello . 
follows : ) 

(Conversa tion with Vlin Ri efler 
...,...... .. 

134 
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H.!J.Jr: 

Operator: 

H .M .Jr: 

Hello. 

Dr. Ri efler . 

Hello. 

Februar.y 2 , 1938. 
9:43 a.m. 

.. 

' 3'" 1 .. ; 

or. Ri efl er: Hello. 

H. U,Jr : Hello, Win R1efler ? 

R: Yes. 

H.!.! .Jr: How are you? 

R: Fine. 

H. ll.Jr: 

R: 

H. l.! ,Jr: 

R: 

H. !.! . Jr: 

R: 

H. L! .Jr: 

R: 

H. U.Jr: 

R: 

H.U.Jr: 

R: 

P. . !.!. Jr: 

If my memory serves me right, I think it was you 
that told me t ha t when the Housing bill passed, we 
ought to watch and see how they're going to set up 
the se various -

That' s right. 

What? 

That ' s right. 

Well, I think it' s a ewell idea , and I wondered if 
you couldn't oome down Uonday - spend a oouple of 
days looki ng into it for ce, 'cos you - you know 
t his thing from t he ground up. 

well, I don ' t know that I can next l.londay or not. 

Well -

Let me think it over, Will you? 

V:ell, 1t you do 1t -

Because we 're Just a t the verge of f i xing our house , 
you s ee, and moving in. 

Well, could you -

I haven' t -

Could you do i t next week? 

Regraded Unclassified



R: 

H. LI.Jr: 

R: 

H. U.Jr: 

R: 

H .l!. Jr: 

R: 

H.U.Jr: 

R: 

H. l! .Jr: 

R: 

H.M.Jr: 

R: 

H. !J.Jr: 

R: 

H. l.!.Jr: 

R: 

H. IJ.Jr: 

R: 

138 
- 2 -

I t I can I will. 

Well, becauee I think it' s important, and we really 
Aaven ' t got anybody around here that knows halt as 
much about it as you do. 

Excuse me. 

It -well i t passed yesterday. 

Oh, did it really. 

Yea , t hat's whY I'm calling. 

I see. 

It passed yesterday. 

Yes. 

And I figured t hat by next week they 'd have some
t hing, and - and I thought i f you could spend a daY 
or so with Stuart LlcDonald and k i nd of you know, 
go around. 

Well I will if I ca.n, and I 'll - I'll let you know 
what day. 
Will you? 

Yes. 

Thank you. 

All right. 

Goodbye. 

Goodbye. 
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.-lny don' t ~·e speak of it h Ere? 

There's no reason why not . 

4 he whole story is this . 1'he Commi ssi on er, 
r.bout the time of the loophole investigati on 
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l&st summer, s et up c sm11ll unit in the Bureau 
for the purpose of ~ n&ly~ing the returns of 
persons with incomes of over ttlJO, OOO , one of 
the i deas being to see wh~ t types of proper t y 
a ispositions t11ey were mtking ~e nd conset,uently 
wba t devices were being used for the purpose of 
reducing the ir t~:xes , etc . The justification for 
th~t, if you need e ny, i s the fact t hat in the 
c ase of t nose people, t he United States has as 
much inte r est in their incomes a s they have 
tnemselves, fnd ·,;e OUfht to keep informed hS tO 
hot~ those incomes are being utilized or shlfted 
&bout . 

It was not intended , l thin«, a t the time that 
a nything should be su iti about this unit, but thut 
it snoulc be simply un inside organizution for the 
pur pose thP t I tw ve outlined, e nd it hr1 s been set 
up e nd is doine itl! Job 4Uietly oo;vn in the Bureau 
1.n..t I think tuer~; >iill be some utility of it . 

In November t he ~ommlssioner, I thir~, rea lly out 
of a clear sky, ~s he now admits, got out a mimeo
graph to Collectors, not conf identi&l, to accompany 
L form .vhich w&s sent out to the var i ous Collectors 
and revenue agents f o r the purpose of the agents 
giving the form to 11 t n:xa)aycr h£ving a n inco:ne of 
o vt!r .;DJ, JJO 1.nd asking him to fill it out at the 
time that the &gent •oulo be m&king the examination 
of' his books in the usual course . 

The form c alls in s ubstance f or the taxpayer to set 
fo rth the worth of tn& various assets which he has, 
principally but not wholly income-producing assets, 
inform~> t ion wl1ich f or the most part ·the r e venue ugent 
could get for himself' , if he want ed to, from the books 
a nd inform~ tion which is r egula rly furnished by cor
por11 tions to the Burea u . 

hS probably ell of' y ou know, the sending out of the 
letter and fora a n d so f orth was immediLtely in the 
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New York papers, and considerabl e hue and cry was 
caused . 
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1hey haa no t only the f o rm, but they bad t he complete 
memor llndu:n . 

Yes, tne \\ho l e thing. Well, I d on't know why they 
s noulun ' t h&ve, becE. use 1 t llllSl1 1 t m&r ked confidential. 

;;ell , of cours e , tn~: info rmation tha t they a sked - t bey 
have a l o t of that - 11bsolutel y nothing t o do with 
i ncorne-pt•oducing stuff. You'd have to- a mun with 
income ove r ~lOJ , 00J would have to hire somebody to 
come in, m~>Ke &n inventory of a ll his pr o perty, and 
a;>pr t. i se it . 

Yo u 1 r e l skl ng f o r infor mL tion t b< t we• re no t 1\arranted 
in asking. 

Now, tnc r c ' s informat i o n in there - I mea n tha t you 
~ctually - you'd have t o hire a n expert to come in 
a nd ma ke an inventory of your persona l property; then 
you ' d have to ge t ~n ~ ppraiser to come in and appraise 
it . 

The f o r m was undoubtEdly poorly devi sed, a nd there a re 
t:;o lines on it till: t 2 re chiefly ob jectio neble . They 've 
go t a lin" in t here f o r " other ;>roperty," whic h occurs 
i n s ucn L ;;~y tru. t you c ould t t l e!'st t l'ke it as meaning 
th~t yo u 're s upposea t o lis t your jewelry ond fur s and 
t h i ngs o f tht. t cha r oc t er; a nd they ' ve go t a nother line 
in t hGrtJ ::n!.ch i s for aut omobiles, yachts , and s o 
fo rth - some titin~ like that. Well, I don• t kno.v what 
co ncern we ha ve with an intlividual • s · automobiles, whethe r 
he 11< :; ~·o rds o r Rolls-Hoyces . 

I uon • t .. Hher . I h::.u to publicly s tand up for it. 
But 1 t s eems some of tho se <, ues tions we re ll bsolutely 
cock-eyeu . 

vn the whole, the f o rm wa s ell right. I me6n ::.s fer 
a s a sking f or info rma tion which we could use . 

Well , what you going to do obout it, Ros? 

Well now, the way i t comes oround is tllis . The thing 
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was s ent on, this publi~ity occurred , and the 
4uestion was what t o do about it . As I say , it 
went out; it should have been issued with the 
authority of the Secretary, but it was not . It 
went out without it . I didn' t know anything 
:.bout i t until i t came over her e a couple days 
after i t had been s ent out. Then we talked about 
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i t. I t cl ked Hith Mac a nd Gaston and the Commissioner 
one uay, I think whlle !Ar. Oliphant and yourself were 
away , e nd 11e wer e of the view tha t since the thing 
had gone out and since there was t nis disturbance 
~:.nd since your eferred to it in a press conference 
Vlitb inform;.l approva l or wha tever you might call 
it 1 • • • • 

Well , I had to. 

Yes . 

I couldn ' t help it . 

••• you had better let t he thing alone a t leas t for 
tne present . /md I contemplated thbt as soon us the 
Commiss i oner a nd Mr. Oliphant were both back in town, 
we ' d have a further conf er ence a bout i t. \'/ell , we 
had this conference s nd ~lr . Oliphant was of the view, 
I believe , t hat i f such infor mati on was t o b e obtained , 
it ought to be obteined by the revenue agents t hem
selves, and the t axpayer ought no t to be esked to 
fill out such a for m. 

Kay I put that the o ther way around? 

Yes , put it .•. 

My position is that ther e should be requested from 
the t a xpayer nothing in ths t l'orm which the agent 
is not authorized to get from the t a xpayer . 

'.l.hen, as I w1der stand it, you go fur ther . 

tlell , that means perfectly obviously that the agent 
na sn' t been d oing his Job, and if you' d have this 
information- merely a matter of the agent doing his 
Job . 

Then further, as I understand it, you advise against 
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the issuance of a regula tion t o the effect that 
the t axpayer shall fill out this for m or a modifi
cation of this f orm . 

1'/ell, if we 1 re wrong let ' s withdraw the tiling . 
Didn't I s ay in my talk that if we'!' e wrong I ' ll 
admi t it? I ' d r ather withdr aw it . They asked 
me whether I had the l egal t hing and I had to s ay, 
"Right." I took i t f or grant ed tha t anything t ha t 
they a sked for - that it was clea r . My God, they've 
got 2 50 la~~ers over t here . I suppose - I mean this 
thing keeps coming up all the t ime - this processing 
tax, all this hiatus between the Commissioner ' s office 
and tnis office . I Just don•t •••• 

Well , there ' s another point there tha t I want to dis
cuss with you some day . But I think that can be 
solved . 

Well , on this particular thing will you two gentleman 
{Magill and Oliphant) get your heads together, plus 
McReynol ds, and give me a for mal suggestion . And I 
wouldn 1 t hes itate a minute to withdr aw .it if I think 
we 1 r e wrong . 

I •m r elieved to hear you say tha t . 

God Almigh~l - I meLn we ' re human and if we're wrong 
let' s say so . 

I don ' t think i t is . I think the i dea .. .. 

The idea is gooa . 

I think the idea of Wac and 1 and Oli phant getting 
together - I don ' t think you can quite say tha t it's 
wr ong . 

Evident l y you and Oliphant haven't had a chance to 
get t ogether on this . Isn't that right? 

·;,ell , yes a nd no . I think it ' s a thing you've got 
to decide . Mac is in substance of the view we ought 
to s t&nd by the thing . 

Well , let• s ;>ut it t his way . 7/hen ever ybody i s 
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ready , including the Commissi oner, including the 
fellow - whoever over there t ha t did this, l et ' s 
have a meeting here, a nd we'll s e t a side an hour 
end go into it thoroughly &nd settle it. 

I t hink tha t•s a good i dea . 

Mac, 'It hen they 1 re re<.dy l t: t me Know; we 'll ha ve a 
meeting. 

O.K. 

How' s iha t? 

O.K. The point I'm making is, I thi nk we~e up to 
that point. It ' s been f ully discussed among a ll of 
us . There i s no particular occasion for our hvving 
anotht.r meeting . 

'.'/ell, put it clown - I 1111 t ied up - put i t do•rn f or 
ten TnUt'SUIIY . 

There ' s no hurry about it . 

Ten next Tuesd&y . 

I \VOn 1 t be here . 

You won ' t be here? When will you be here? 

Following day . 

1.7eanesday . l.lo you wa nt t o do it first thing a fter 
you get bvck? 

That's all right . 

l O:Jt) Wednesday? 

(Nods yes) 

l O: JO Wednesday . By that time everybody will be 
ready . 

1\nything else? All right. 
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February 2, 19~8. 
10:15 a.m. 

Hello, ur. Secretary . 

How are you? 

well I ' m all r~t. I'm very much better. 

I'm calling you becaus e they tell me Harrington is 
out with a sick wife. I didn't want to bother him 
today. 

Yes. 

And I was really very much disturbed, and so was 
Danny Bell, at t h is story we read in this morning's 
paper, page ll of the New York Times , about in
creasing your rolls t o two millions. And then, at 
t he end o f t he story, ki .nda throwing the whole t hing 
in t he President's and ~ lap. 

I haven' t seen that. 

Well I wish you ' d look a t it, and it really -

Where did -

Well I don ' t t ll1nk 1t' s keeping faith. 

Where did t h is story come from? 

Out of your shop. 

A.b! 

Mentions your name. 

l.lentione me? 

Yes. Starts oft with Aubrey Williams, Acting 
Adminis trator - stated t hat , and -

I haven't seen anybody and nothing has been put out. 

Well, I - I 'm, f rankly, very much upset about it, and 
I - I work so hard, a.nd then to kinds throw all this 
misery in my lap, needless to say t he President. I 
J ust don 't think 1t's - I - I think 1t'e terrible. 
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Well, I haven ' t seen it. I don't know what it i a. 
I ' ll have t o look it up , and I don ' t know where it 
comes from. 

Yes . 

Now, I ' ll get - I ' ve got the New York Times and I'll 
read i t , and I ' ll-

I 1te - it's on page 11. 

Yes. 

Now I had t hat trouble once before with your shop , 
and I went - it's about - a little over a year ago, 
and Hopk i n s stra i &nt ened it out, and 

Yes. Well, I -

I'd 11ke to have - after you've read it , I'd 11ke 
to have a heart t o heart t al k with you. I ' m 
terribly upset over it. 

Well, whY don't I cooe over there1 

All right. 

Well, I'll - what time? 

ll:30? 

All right, I'll be t her e . 

O.K. 

Regraded Unclassified



H.L!.Jr: 

Operator: 

H.U. Jr: 

0 : 
sen. Alben 
Barkley: 

H. L!.Jr: 

B: 

H.U.Jr: 

8: 

H.l.l.Jr: 

9: 

H.M.Jr: 

B: 

H IJ. Jr: 

B: 

H .!!. Jr: 

B: 

H. IJ .Jr: 

9: 

B: 
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Hello. 

Senator Barkley calling. 

All right . 

Go ahead. 

Hello. 

Hello. 

Hello, Henry? 

How are you? 

Fine. 

Alben? 

Yes. 

February 2, 1938. 
10:28 a.m. 

I'm ready to talk to you about barrels. 

Yes. All right. 

14< 

And I wondered if it would be convenient to have -
if you would mind dropping by the office, say 
t omorrow morning. 

sure, be glad to. What time? 

Is 9:30 too early? 

No, I can get there at 8 :30, if you're there. 

Well, I ' d be here at 8:30, but I don't want. to 
crowd you. 

Well 8:30 would crowd me a little. 

How's 9 : 30? 

9:30 i s all right. 

And I'll have Alexander here, and I want. him to 
tell the story, because it's h1s decision. I've 
only got to sign i t. See? 
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I know. 

And - but -

You don't have to sign it . 

But, I'll let him tell the story, 1n ~ ottioe. 

Yea. 

You'll come alone , won ' t you? 

145 

Well, now, Joe Guttey wants - he's interested, and 
he ea1d he'd like to come with me. 

Well , that ' s all right. I mean, we don't want any 
ot the whiskey boys. f 

No , no. No. Well, I ' ll bring Joe witb me. 

You bring Joe with you. 

Yea. 

And that'll be sharp nine-thirty tomorrow, and i f 
you want me to come on the Hill, I 'll come on the 
Hill. 

No, we can drop by there. 

That all right? 

Yea. 

O.K. 

All right . Thank you. 

Thank you. 

Goodbye. 
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Ri.OKGAIIIZATION OF PUBLI C UTILITIES 
HOL.;ING CO!JPANIES 

Febr uary 2, 1938 . 
10 : 30 a .m. 

Present: 

H . :~ .Jr: 

rrank : 

H • • 1. Jr: 

Frank: 

Henly : 

H. _, Jr: 

OlijJhant: 

L! . ·.! . Jr: 

Fraruc 

Mr. 'Iaylor 
llr . Oliphant 
Mr . Ga ston 
Mr . Opper 
~! r . Foley 
Mr . J erome Fra lllt 
:.tr . Robert. E. Healy 
Mr . Stuar t Uuthrie 
)dr . Dunn 
Mr . Edwin Sheridan 
Yr . Pet e r Nehemkis 
Mr . C. Roy Smith 

All rignt, gentlemen • 

.Vell, I \fOnder , Mr. Secr e t ary, whether you oughtn• t 
t o get the slant tha t Mr . Sheridan has on the situa
tion . Mr . Sheridan is the mvn that ~eeps us strai ght 
wi th t he public . 

Is he successful? 

I tnink he does pret ty well . 

He •s kept us straight . 

llait a second . If you uon' t min-i , I•ll have my 
man tna t keeps me straight . 

(On phone) Tell Gast on to come in, please . 

Do you mind Naiting ~ second? 

Taylor over 

Taylor's over with Export-Import. 

Well, I t hink - go ahead . 

I wns just going t o suy, there isn' t uny c,uestion but 
wha t the S . LC . i s very e ager a t the ea rlies t possible 
moment t o get this Genesee reorganization. We want t o 
bend every ef fort t o it. And the one major i mpediment 
is Maltbie's lack of action, which is no criticism of 

" 
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nim; but just a question - it i s a fact tho t until 
he acts we can't do anything . So there is no lack 
of desire on our part to uct Hi t h the greatest 
possible pr omptness . If ¥oltb1e will act promptly, 
wny, t nen we can go places . 

(Gaston comes in) 

Mr . Sheridan ' s point of view, however, is t hat -
is with respect to the l:lmount and kind of publici ty. 

vo you (vas ton) lmow Sheri dan . Mr . Sheri dan • • • 

How do you do , :Jr . Sheridan. 

Cod , why don't you t ell them just 

:iell , the tning - I don ' t know but whl;t t his - in 
tne l i ght of the o,luestion .m e ther 11e could go ahead 
on the basis outl i ned o r not . But it d i d worry me 
somewhut to think tha t we ht.a a possible skyrocket 
her e which would emblazon itself on t he s lty and t hen 
die out and not be followed by anything . I had a 
feeling tnat it might lose whatever merit, whatever 
~ood could be done - wha tever good could be done 
would be l ost by virtue of the f act t he t nothing 
followed , t.nd business bec~ome bewildered r ather 
tnan encouraged. 

You mean if this r eorganiza tion was not successful? 

No, I assume thLt the r eorganization would be 
successful . 

You me& n i f t he plan went through. 

If the plan went through. But wha t would happen 
toer eafter , what would be the next step? 

Nell , I'm glaa you r aised that, b ecause I 1 m in 
entire sym~uthy; ;.e don't Nbnt skyrockets . 

Yes. 

We w~ont t o go up one s tep of the ladder and HXliV how 
we ge t up the next r ung . The thought tha t I had in 
this is tha t I think the people in this country who 
are inte r ested in public utilities and reorganization 
and &11 that ••• • 
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'4 0 l \1 

(Tayl or comes in) 

Hello , Wayne . Haven't oissed anything yet . 

You people have turned down a plan, and you're 
doing it- I can't ~uote the legal thing- on the 
tneory tout you' re not ~oing to r ecognize the 
secur ity holders in these holding companies . 
Isn1 t tha t ..• 

~ommon stock or aebenture . 

All right . You laia yourself tha t . Of cour se , 
people asked, when you g1<ve th~> t ruling, "'Nhat 
are you ~oing t o do t o dig yourself and the 
simil~r companies out of tha t Nhole which you 
nave dug?" See? 

This Genesee Company, o f course, was a terrible 
ex .. mple . That is , here wus one puny 11 ttle oper a ting 
company \\'1 th three holdi ng companies piled on top of 
it . No 11, it i s just i mjlossible to save cnything for 
tho~e top hol di ng companies ; and I can't see where 
the preferred or common stockholder s of t he firs t 
nolding company a bove the oper &ting company can look 
forw~> rd to receiving anything . There i s nothing 
there f or 1 t . 

Well, Commissioner, I am in entire sympa thy with 
wha t you ar e doing . 

hell, the r eason ~:e aian 1 t t &ke t he next step and 
suggest a plan of our o11n, as the statute contem
plates we sha l l do, is because nobody can get up 
a pl an for this company until he knows whu t the 
New York State Commission i s going t o do about an 
i mproper accounting entry thll t 'NB S made on the 
boo~s of the Pavilion G~ts Company . 

Well , may I just put th~<t "side a moment &nd try 
to ans .• er . I wouldn ' t be t erribly a frald of the 
t~ing tnat you (oheridan) r&ised, because if this 
reorganization could be successful and this New 
~ork State Public- what's thei r title? 

•.• liervice . 

•.• l'ubllc Service .1ent along, a nd l et ' s say this 
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whole thi ng was s uccessf ul and we f ound some 
people up in New York St a te - investment bank -
ready to f inance i t , so forth and s o on; I ' d fee l 
pLrfectly - you are per f ectly c orrect t ha t people 
s ay, "Wna t 1 s next?" Nell, I don 1 t Anow what is 
next in your s hop and I uon•t know wha t else is 
ar ound, but a t leas t her e 11ould be a met hod by 
which !Jr . Roosevelt ' s udminls t r a t i on said, "This 
is the W~>Y we <~ant t o do it ." 

' 40 .!. ... , 

Now, I don• t kno11 how ma ey t imes t his i s multiplied, 
not only in t he public uti lity f i el d , but other s . 
And t hen it puts !Ar . Roosevel t and us who are working 
f or him , i n the positi on: 11/,11 right, we ha ve sai d -
we hll ve answer ed you how you 1 r e goi ng t o do it . This 
i s t he ~·. oy we Nant to do i t . Now, other hold tng 
comp~nies a nd other people, 11nether you • r e in 
r eceiver snip or whether you 1 r e in difficulty llith 
t he Tr t<bS.u"y or no t - if you 1ll fol lo-:: t hi s plan, 
.ve •l l ge t be•lind you and nel p you in ever y way that 
tne Government ca n as t o r eor ga niza tion . " 

And I should t h i nk tha t - jus t to show you how 
littl ., inter est , lltil can ' t l'ind t hat Hny Roche~ tcr 
p£p£r has run a single t hing on this . Gus t on ha s 
been t hr ough the f iles before li nd a fter . Con • t even 
f i no thLt tney r an th~ t announcement, can you? 

Sea r ch was ~de over in Press Intelligence . They 
aici n ' t f ind eny t hi ng . I 'm ne ving a man cileck tneir 
Roches t er files tooay . 

No .. , I m&y be ml:'.k.i.ng kinu of a s tump speech, but I 
11ant t o a nswer YvU if I cun . Then t he hunJ r eus of 
l ocu l l y oper at ed comp;mies al l over th;, Uniteu St &t es 
..:an s ay , w::ell , if this can be done a nd we can get 
rid of these top hol ding companies and get our gas 
mains repairea and our plant put in goou oraer , Bnd 
put a l ocal boy in cha r ge, a nd ge t t he l ocal community 
t o f inance i t , ?Ch,y c an't we do tnis t hing? " 

But these peopl e a r e £11 - t hey ' r e just s tunned . 
They oon •t Anow. "This i s the pl&n . • 11 Fine .• 
hOU t ner e a re a t housand other communities thot 
mus t have similar situa t i ons who say, "All r i ght, 
why don' t you l et us br eak loose from t hi s r emot e 
contr ol and l et us do wha t t hey have done - wha t t he 
Government has done in t he Genesee Valley •11 And then 
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r.s these things pour in, now, the se - I imagine 
there wi ll be a flo6d of people say, "Well, our 
situation i s Just the same . ·.von ' t you help us?" 
Then it is up to us t o be willing, and I'll say 
for myself 1 1 11 give it all tbe time t h& t is 
necessa ry to bring the l ocol CO!Illlluni ty together 
111th the funtis . 

Now, uoes tha t a t ell answer yo u? 

It does in part . I was thinking i n t e rms, of 
course , o f our shop . 

I• ell ••. 

t.nd ES f r. r as I can find out in our shop, th~>rc is 
nothing in sight whicn c ould fo l lo·n this for c. ma tter 
of three, f oW" , five or ;,ix months, es f hr t.s 1te can 
sec . No•.:, it ma y be t h& t .ve , &s you s ay , will be 
~ble to une&rth thin8s , o tbt: r C<•ses will t rise by 
virtue of the a t tention focuso;o on this particula r 
development, in which ccse .ve woulo nave the next 
r ung of the ladder in front of us • 

.. e ll , let me - I • m moro - I may be entire ly wrong; 
if I <. m, my o:m ;>eople to lNays tell me so . Now 
listen, I 1 11 Jus t ons.1r. r > ou . !.!r . Roosevel t m::kes 
this speecn <.t the J ackson Day Dinner . WhL t happens? 
Nothing to date . ::e have done nothing as 1t n J.dminis 
trlltion . I •m t E>Lting !'bout a nytning to deoons tra te 
we ' r e going to tio ~o nythinc; to put the uog in control 
of hi s toil. Novt , .>hr. t h:J vc we done? Now, this thing -
the re~son I ' m jumping bt e ven & small one - her~ • s a 
perfect ex&mple i n mi niotu.re; aml t he r e e r e hundreds 
or c ommunities tha t must be i n the same shtt pe t ha t we 
don ' t k now a bout . 

Well, l.lr . Secr etary, I t hink the only differ ence 
bet- een you a nd ~r. Sheridan is this . To be put 
si~ply, there isn't &ny re6son why everything we ' ve 
t.<- lked a bout 11i th Genesee shouldn ' t be done 'A'ith 
pr omptness and can be . Wh~ot !Jr . Sheridan i s bother ed 
"bout is tho; cha r acter of publici ty if we ind i cat e 
thu t this i s Jus t the beginning a nd ride a lone on its 
heels seyine , "There o re going to be a lot of others 
like this . " lie lmows we c an ' t d o i t because there 
isn • t t single other utility holding company tha t we 
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could do within three or f our or five months, 
•.vithin the point that this one is. hnd he• s 
bothered that just because this is a little bit 
of E one it might be looked at as the beginning 
of a c ircus , with ~ickey Mouse coming out uressed 
up .. s an elephant a nd then this circus doesn 't come 
for three or four months . That ' s wl'lE. t he ' s 
bother ed about - just the t iming of the thing. 
For instance, if we had a nother one , e ven i f it 
wer e small, or seve r a l o thers tha t we wer e going 
to come <:long •li til - but he 1 s afr aid they 're all 
likely to look ~. t tllis a nd say, •Oh, the Hew Deal 
is just making a lot of a little thing . It isn't 

~ 5' .l. J.. 

_ -·- • going to do <:nytlling . They • re just kidding us . n 

H. · .. . Jr: but sup; osing the President s aid after t his is an 
sccompl1shed f ac t , "No•· .ve have demonstrated how 
,;e c a n do t his . Any other community tha t finds 
itself in ~ simil£r situ1.tion, if they will come 
down and see Mr. X- I h l VC uppointea a committee 

Fra1:k: 

H • .A . Jr : 

Frank : 

Her.ly: 

who will see representa tives from a ny otller community 
who f i nd themselves i n " similar situuti on, ;.nd we'll 
t ry a nd sit down <lith represent &tives of the community 
a nd .vor k out their problem . 

Now, put yourself i n his place. He•s on the spot. 
He ' s mede t his speech. Now, I'm t r y i ng t o find out 
some way tl'lE. t •.. e do this , ~o nd tha t 1 s v:ha t I would 
r ecommend to the President - tha t he go on the r adio 
and describe this t ning s nd tel l any other community, 
•Come on doNn. I • 11 see yo u, I' 11 ·.vork out your 
p!En. " 

'.',lla t you ( Sberid~en) li r e bothered about is t hr. t even 
if they come do1•m, it will be months before we can do 
another one . 

Well , not necessarily. The S . E. C. may no t have a ny
thing to do with it. It may be a r a ilroad . 

I thi nk if it wer e " railroc.d , you •re in a much worse 
situat i on . Your months , • • • 

.'/ell, 1t may be any community tha t finds itself in the 
position tllat it can't control its o:m l ocal business. 

This communi t y, o f course , d i dn't bring tills partic1.lar 
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case t o the Commission. Now, this company has 
filed its plan, &s it has to under the terms of 
the Act . It seems to me t hat we do our job if -
we assume ~altbie gets his commission to act on 
i t - .ve go &bebd and get up a good plan of 
reorganization here that pleases the community, 
ttwt is really a good Job; it seems t o me that 
that is a pretty f ai r demonstration of what can 
be done . 

On the subject of money , I don't under stand that 
this company is looking for any financing . 

152 

It doesn't need very much money . Could use around 
$1J , vJO, a side from its t ax claim . 

But tha t isn' t ~ny vital part of it. 

No . 

And you'll probably find that the absence of 
publi city in the Roches ter newspapers i s due to t he 
f act t ha t certa in t hings in the repor t reflected 
on the management and that their advertising 
influence with the advertising department is 
enough to keep it out of the Rochester papers . 

Well, the Commission can' t have any objection if, 
for instance - if you explain to me Nher e it is 
with llaltbie and if I call up llaltbie and ask him 
to hurry this up. 

Be delighted . 

Be delight ed . And t hen before we have any publ icity 
sit aown and talk the whole tning out. 

You don't want to say, n•orgenthau, please step out 
and l et tnis taing slow do,vnn? 

I went to restate that we went to move as f&st as 
we can &nd we 're delighted if you'll help us with 
lolaltbie. 

See wha t he did t o you this morning? 

On the Commonwealth Edi son financing. 
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Well , tha t was in before our Commission •••• 

No, but I mean it must be very embarra ssing to the 
l:.dison Company . 

Well , so t her e can' t be any misunderstanding, we 
want to move a s f ast a s we can. 

Wha t shall I s ay t o Maltbi e? How do I describe it 
to him? Wh11 t do you ;vant Maltbi e t o do? 

.'oell , .ve want l.l!iltbie t o step into t he picture 
and put nis accountents on this particular case 
and determine Just how he proposes to handle this 
reserve f or deprbcieti on and maintenance which 
these people used up a while back and pai d out in 
tae f or m of alviaends . 

llell, no.• - supposing I call him on the phone; how' s 
he going to get this stuff? 

Vlell , he ' s al r eady r eceived a copy of the opinion, 
Mr . Secretar y . 

Mr . Secr et a ry, his i nvestiga t or s a r e a lready at. work 
on this problem . 

He is aware of the situation now. 

~hey s terted t ha t some time ago . All r.e want tnem 
to ao i s with promptness decide it one way or t he 
other . 

Deci de aha t? 

•·hat t ney should do with e certein bookkeeping entry 
they made on their books . 

Have you got a copy of that opinion? 

I t hink .ve ought t o send somebociy to see Mr . Maltbie . 

I think tha t would be thu way to uo it. 

Mr. Secret ary, t he problem is r eally this . We have 
pr epared t o submit. t o you e t ent a tive plan of 
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r eor ganization. Th a t plan i s dependent upon our 
fixing a certLin value f or the entir e capital 
structure . We ar e unable with any degree of 
certa inty t o fix tbat value until the Public 
Service Commission de t er mines the amount of this 
aepreciation and maintenance r eserve . We under
s t and that Mr . Maltbie will s et this proceeding 
on his calendar for next week or t he following 
week , or as soon a s convenient, and determine 
til& t amount . \;e t hen can proceed with cer t ainLy 

154 

in fixing what the value will be which will underlie 
the new capital s tructure of t he company . That is 
the problem. 

I thiDA wh~ t tne Secretary wants to know, per haps , 
i s the fac t t ha t t hi s is the amount of r eserve f or 
depr eciation . 

This i s t he story. They di d certain things which 
r e(,uire t oe t ;>provt:-1 of the !Jew York St ate Public 
Service Commissi on . They dia not obtain tha t 
a ppr oval, and the Commissi on has r ecently ins ti
tuted s n inves tiga tion 

Of the books? 

•.• of t he books, a nd until they deci de i t, we 
ca n' t pass on the plan . We don ' t care which way 
he deci des, just so he deci des . 

But he ' s got to ha ve a hearing? 

If nis account&nt comes in ,;1 th a story, all he ' s 
got t o do i s issue an or der t o r everse thei r book 
entr ies . 

Or no t . 

Or not . The minute he deci des , we can then promulgat e 
a plan, a nd L think we can get everybody agreed to 
it, ana the judge •111ll agr ee to it. But we can• t 
~ove unt il ne does tha t. 

;·,en, the thing is to get him to move. I mean could 
you people send somebody up ther e? \Vho would go? 

llr. Smith. 
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\Vho? 

Mr . Smith . 

I could go o r •·e could send on e o f t he me n that 
worked on t he case . 
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nell , the thing would be to ask for an appoin tme n t 
wi t h him to s ee you peopl e . 

Wel l , would we osk f or a n vppolnt ment with me , if 
he wanted . . •. 

• inat ' s your initials? 

C. Roy Smith . 

1 1 11 see if I c£n1 t get him right away . 

(On phone) See if you can get 
M- a-1-t-b-i-c - Public Service 
end if he ' s no t i n Alb&ny , try 
i f you can hurry it, will you? 

Milo Mal t bie -
Commissi on, hlbany; 
a nd l oca t e him. See 

lihat are the initials aga in? 

c. Roy Smith. 

I ' m not moving t oo f as t ? 

Tha nk you . 

Oh no , we •re eag er to have it done . ;·;e • r e Just 
delighted to g e t t he nelp . 

Tha t ' s t he f irs t thing we s hould have - the 
confe r ence . No cri t i c i sm of him . •::e 1 r e not 
cri ticizi ng him. 

I don't belil;ve the liew Yo rk State Commissi on 
that the Pavilion had v iolated the a c counting 
of t he State Commission unti l ~e got into i t . 
I correc t i n t hat? 

That ' s right . 

knew 
rules 

Am 

I t hink llaltbie has a n o f fice in New Yor k . !light 
be more likely to get him t h e r e . 

Regraded Unclassified



-11-

(On phone) Try bot h Albany and New York; and if 
he ' s sitt ing , see i f you can 't get him to come t o 
t he phone . 

Frank: ~ee, Ur . Secretary, the only point Mr. Sheridan is 
making is not what but hon it should be treated. 

Sneriaan: ·I jus t want t o bring that point out . 

H. J . Jr : Tha t ' s fine . And if you ' ve fol lowed the publicity 
of the Treasury , we practically never make an 
announcement until we accomplish something. 

Sheridan: 

H . .J .Jr: 

l>m.ridan : 

Oliphant : 

d • .! .Jr: 

Oliphant: 

frank : 

Well , I knew that . Jus t wanted to • .•• ...,_ 
If you •ill get toge tner with Herbert Gaston -
and cay trouble i s I al.va,ys lean over backv:ards; 
but I ' m letting uy ~ntnusiasm run a little bit on 
tnis thing, because I keep t hinking of the Presi-
vent ' s speech . ~:ell , .vh~ t happens? 

- -

Be a wonderful thing if we could get it r eally going . 

I 1 d like to mention an addi tional a spect of tha t 
a ngle of the thing : th~: wisdom or doing this and 
not worrying so mucn about what follows . Not only 
i s it, a s you say, that the President has done 
nothing about the four-inch tail; but it ' s been 
roy experience in bein~ out and away from town and 
t alking to peo~le - I'll m&ke the most conservative 
stc t ement ~ s to what the Government attitude is a nd 
the Government intention is, and a t toe end you get 
back, "We ' re sick of words . We ' ve hear d you ta lk . 
'··e don ' t went to hea r you talking ." This is a case 
where it seems to me the essence of i t is tha t the 
Gover~~ent does something and in the act of doing it 
mukes 1t clear to t he community what its attitude and 
its poli ci €S are, and I aon• t know any other way now 
to make thLt convincing . 

vther taan action. 

Other than action. 

You see, one of the troubles with the utilities 
situation - a s i de from t he character of their 
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a ffairs , which means a l ot of different people 
have t o be got together and a lot of hearings 
had - i s t ha t S. E. C. has been somewhat hampered 
by the fact that there is pending this case befor e 
the Supr eme Court, ana doesn ' t want to move too 
much except in a ca se that comes up through a 
reor ganization. Nell , there er e only a f ew of 
t hose • 

. Ve ha ve hcd t 'NO other reorganization cases . We 
heve passed on the Peoples Li Bht and Power and 
passed on Americ~> n Wa t er Works case . ..uite a lot 
of a t t ent1on pa i d to it in the pr ess . It shows 
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an attitude on the part of the CollllDission towar d 
the so-celled death sentence of the Bol ding Company 
Let . The Peoples Li ght. and Poo1cr case .vas des i gned 
to state our ~osition on that part or t he Act . 

~:e 1•ant t o sho" them tha t the death sent ence is 
reall y a r ejuvenat i on section . Rebirth. 

Wouldn ' t it be wi s e to t ake Maltbie i n very fully 
on the details of what you have i n mind, r a ther 
than just t ake up a de t a il with hi m • . 
Sure . I f we go up to Maltbie and lay it all on 
the t::~ble, undoubtedly he 1 a be cooperative t o the 
fullest extent . 

Pavili~n i s the ac t ual opera ting c ompany . 

Vlould you b e l ikely t o ge t premu ture publicity, 
Gas t on? 

I don ' t think so . 

Oh no . 

I shouldn ' t thiDA so . 

No, he ' s all right. 

J ust trJing to t hink of everything . 

~o , he ' s all r ight . 
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I under s t and, Wr . Secretary, tha t the Treasury 
is will i ng to t ake stock for i ts cla im. 

Can you lawfully? 

Is it good poli t i cs to b~come c s tockholder in a 
public utility company? 

1he r ight kind . 

Who t? 

'lhe r lt:h t kind , Nay not? 

I •d li~~ t~ SLY this •• . 

I don ' t ~.no:: . dere • s our leg t~ l talent. Go ahead , 
legal . 

•he tniJl:l I' tn going to St•Y i s not legal. Wha t I 
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said a li t Uu bit ~>go - now, I w~os thinklne: about the 
Tr evsury uspects of t his <~hole picture; there is a 
lot of uncerta i nty a ll over the country about the 
Gov<:rnment •s a ttitude to .. a rd tne l ocal i nvc.stment 
bt~n.d:er . Noll , this sort of action could speak much 
louder tn<m •. ords as to 1\ht. t our <> ttitude was {.bout 
it; :..nd of course, we ,mo./ on~ of our bottlenecks 
is tne snor tage of t nc. lOCbl investment bankers ' 
capit"l, bnd so f orth. Ana ~hile it is legt~lly 
;>ossible for us to t "ke stock, or wha t not, i f t here 
cou11fesome financing in connection with i t , I t hin.< ••• 

~o~ebody buy tha t stock from you. 

out l egally we could . 

Mr . ~herldan again got the jitters because if you 
were going to t ake .•• 

(On ph~ne) Hell.:> Tnaru you . (Convers&tlon o\'itb 
Uilo ~&ltbie follows : ) • 
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l~aHb1e : 

H.JJ.Jr: 

t:: 

r. .u.Jr: 

U: 

r. . M.Jr: 

hi : 

H.l!.Jr: 

L!: 

!i .LI.Jr: 

U: 

H. U,Jr: 

U: 

H. !.1. Jr: 

U: 

H.U.Jr: 

Ll: 

H. Ll.Jr: 

!.!: 

H. LI.Jr: 

U: 

H. tl .Jr: 

Hello, Henry . 

How are you, Milo? 

Pret ty good. How are you? 

February 2, 1Q38. 
11:00 a.m. 

Haven't talked to you in a l ong time. 

No. 

How are things with you? 

Ob, they're - got plent y to do. It t hey've got 
anybody down there t hat i sn 't working, why send 
them up. 

Well, I 111 look around. !Jay be you can ba ve 
somebody. 

(Laughs) 

What I 1m calling you up about 16 this. I've got 
interested 1n a company called Pavilion Natural 
Gas Company. 

I can't bear you very well. 

Pavilion Natural -

That'o better. 

Pavilion Na tural Gas Company. 

Yes . 

Ot Geneoeo. 

Yea. 

The Treasury is interested through tax deficiency. 

Yes. 

Now, we' ve been working with SEC on this thing. 

Yes. 

And what we 're trying to do is to g et this one 
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cleared up, as a possible example as to how the 
Government ' s attitude toward a local publio utility, 
even though this is a gas one, you see. 

Yea. 

And - there are certain questions 1n regard t o the 
bookkeepi.ng of this Pavil1on, pending before your 
Collllllieeion. 

Yea. 

An<\ what I'd like to do would be to have you take a 
personal interest in this , i f you didn ' t mind. 

Yes. 

And see somebody from the SEC. 

Yes . 

And possibly have a hearing as early as possible. 

Yes. 

Now, how does that sound to you? 

Wny, yes. Sure, I ' d be glad to do 1t. They going 
to send - t .he SEC going to send someone up to see 
me. 

Yes. They ' ll send - a man by the name of C. Roy 
Smith will come up the minute - if you'll eee h1m 
tomorrow. 

Well I can't do 1t tomorrow. 

Well when can you? 

I might see him Friday. 

Well, what time? 

Well , say quarter after two. 

Quarter after t wo Friday. 

Yea. 

Where? 
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Here in New York. 

I n New York. 

Yes. 

-6' . .... 

And if you wouldn't mind - I'd greatly appreciate, 
as I say i f you would l i sten, and while it's an 
awfully small one, if it hae all the d1eeaeee . 

Yes. 

or a lot ot bi g ones. 

Yes . 

See? 

I see. 

And - we ' ll - while our claim i s small, the 
principles involved are very important. 

Yes. Yes. All right, you - you have him come 
up Fri day , and I'll see hi m at 2:15 here in 
New York. 

That's c. Roy Smith. 

All right. 

Thank you eo much. 

All right, Henry. 

Goodbye . 

Goodbye. 
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.Veil done . 

/lha t? 

That ' s progress . 

Another step, huh? He ' s 
cc.n tal~ to him right out 
wru t we• r e trying to do . 

a nice fellow a nd you 
s t r a ight - I mean jus t 
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I think u grea t d ea l c an be accomplished toward 
r eturning the OVInership a nd control of these small 
utili t i es to tneir ow'1_ homes . I think thll t the 
home co ntrol and home o~sh1~would be a good 
slogan in something like thn;• a nd at the same time 
.ve c a n eet the l ocal b a nkers interested whene ver 
they s ec the s tuff i s c oming back to thei r home . 

Now l e t me ask y ou, has ~nybody from S. E.C. gone 
and looked o t this plant ? 

Yes . 

Yes . 

Our engineers have been on t he g r o und . They spent 
a week there, :Jr. Secret a ry, an d they came back 
with a report tnat it was a very promising situati on; 
that the local management 6nd t he local superinte ndent -
I mea n by that the men right on t he g r ound - were very 
capEble men, but that t hey were h;.ms trung, y ou mi&ht 
say , by getting instructions ana a uthority ff'OUI New 
York ..:tty, or tne i n vestment ba nkers who s a t up ubove 
in co ntrol, a s a r esult of which they were no t per
mitted t o s pend the fund~ tho t t hey needed for the 
main t enance of the plant ••nu for the exp~omsion of the 
lines . 

In oth e r .~ords , if ::e get this t hing out from under , 
1.e ' ve got sometuing that will c a rry itself a nd go 
a long . 

Yes, we ' re certa in of tha t. 

llell , that ' s most i mportant. 

I t ook spe ci al pains to t alk to the er18inee r s , a nd 
t hey sai d tha t if t h<•t could just be thrown back into 
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the hands of the superintendent and management 
who are now on the ground, it would be a beautiful 
job. 

Before I take - buy stock for the Treasury, I want 
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to t ake a look at the horse's mouth a.nd·see if they 1 ve 
got a ny teeth left. 

Well, this engineer - I might say he ' s an ultra
conservative . He wa s very enthusiastic about the 
possibillt.ies 1f it was permitted to operate on 
its own instead of just being sucked dry all t he 
time by outside individuals . · 

:.ell , whut else can we do as or today? 

Noth.ing that I :.tnOI'I of. 

·Nell, H !olr . lo!altbie will finish it up on Saturda:;, 
maybe we ca n move . 

•'tell , I ' ll see if I can ge t him to do it . 
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Hello Henry. 

Hello Randolph. 

How are you, sir? 

February 2, 1Q~8. 
11: 17 a . m. 
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I'm all right. I hear that your Appalachi an 
issue isn ' t going so well. 

It ' s a little sour. They ' re quoted - quoted a 
point under the i ssue pr ice to a poi nt and a half . 

Uh-lluh. 

But you can't tell yet. Those are the quotations 
for people who - who are genui ne investors. Who 
put them away. 

I see. 

Although I 'm a l ittl e apprehensive about it. The
apparently some of the ineurance companies are taking 
l t and some not. 

Yes. 

But i t's a little too earlY to tell about lt. 

I see. l'lell , I was J uet. curious. 

Yee. Well I'll l et you know lf there's some· more 
developments. Henry, wh l le you're on the wire. 

Yes. 

Tills matt er of bank holding compani es. 

Yes. 

Tnat you raised the questi on of last week, I 'Ye 
been giving a good deal of thought to. 

Uh-huh. 

And I think the best way would be i f you could 
s~e a few minutes tomorrow, tor me to chat with 
you about i t . 
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That could be done. 

Give you ~ views. 

It could be done. We'd do it after the meeting, I 
think, because, I tell you, I have a press ccnrer
ence at ten thirty. 

Yes. Well I have a meeting at the Board at ten, 
berore we come to you. 

Well, that's all right. 

All right, I ' ll atay after the meeting then? 

It you would. xou lttlOt" '"ba" t.h e p1cture is roughly, 
tomorrow. 

About t hese Treasury billa, ie it? 

That'e about all. 

Yes. 

It ' s very simple. VIe really - we could, if we 
wanted to get by without borrowing anything more. 
I mean on increasing bill a. 

Yes. I see. 

But I - we - what we have 1n mind i e maybe t wo -
two- rtr ty -

Yea. 

June bills. 

Well , I think that's desirable. It's simpler than 
the money market point or view, in Jun~ to have 
something to lap up the tax money . 

I think eo, and it 1 a Just that it gives us a little 
more comfortable r eeling. 

Yes. 

To g et through to the 15th or Uarch. 

You're going to avoid new borrowlng in Karch, 
aren't you? 
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Yes. We pay off the four hundred fifty billa with 
cash. 

Yea. 

And a conversion on t he no t es. 

Yea , I aee. Yes . Wel l , t hat' s what I thought it 
would be, 

But I t hought that if - r emind me, if I can give the 
boys t he picture from now until the 15th, why t hen 
there's one l ess uncertainty. 

That ' s right. Yes. 

And there's no reason why we can't. 

Well, t hat's fine. I think that's very helpful. 

And t her e would be just that much 

Yes. Yes. 

And I 've got Posta l Savings and FDIC are crowding 
me on money. 

They want to i.nvest it , you mean? 

Yes. And I'm sorry, t hey' ve got lots of money, but 
I - I most likelY g ive t hem a two per cent note and 
hold it there for a while. 

Yes , I think t hat ' s - I t hink that'o better. we may 
need it sometime. 

Never know, 

Never can t ell . 

All r i ght . s e e you tomorrow. 

Very good. 

Goodbye. 

Goodbye. 
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February 2 , 1938 

ll: 30 a . m. 

Mr. Aubrey Williams 
l.!r . Bell 
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HU,Jr: I thought we had ourselves all s t raightened 
out ~1 th you people , but accordi~ to the papers it does not 
seem ao. (Referred to arti cle i n Nen York Ti~es of 2/2/38, 
copy attached. ) 

an,.le 
~ 0 us 

l!r. W1111ams : Well, let 1 11 take up this newspaper 
a minute . I found out wha t happened , but it does not 
much good. 

These boys t ook Corry ' s testimony on the Hill. 
They got a copy o f t hat , and t hen they came down and asked 
!l1lford as to the truthfulness of the t h ing . He ' s our pub
Hoi ty fellow. 

P~.Jr : Is that hie last name? 

!.!r. Williams: Yes . Morton Hllford. 

Hll 1Jr: I thought you had another fellow 

Ur. Bell: Ni les? 

llr. Willi ams: No. He's only General I nformati on, 
bu t Uilford handles the press . 

So t his boy takes the story and makes up pretty 
~uch hi s own comments on it. I have been particularly care
ful to keep away from t he press . As a matter of fact, I 
have not seen any of them except when I came to see the Pres
i dent since Harry went away . I have not had any press con
ferences . I saw them one dny on t he Unemployment Compensa
tion stuff and explai ned that to them. But they patch things 
together a nd I don ' t know, to be frank about it, I don't know 
anything . I have given ins t ructions , followi ng t hat story 
of Leon Henderson' s , which I tho~ht was particularly bad 

•• 
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forecasting further unemployment -- no possible r easons 

t o te makir~ thir~s worse by saying so -- I issued an 

order at that t 1Jte that nobody was to talk to t he press 

but me . Nobody! Well , that's been in effect , but these 

boys do congregate dovm i n l.lilford 's office and they get 

socething out of him. They finally worm something out of 

the poor fellow , but I told him this morning that he was 

simply to absent himself, s i mply not to be t he re, and when 

he was t here to know nothing and if t hey wa nted to t alk to 

Jte that I was out; that they were not to be a l lowed to 
get to either one or us, because I am convinced that in 

t his pre sent si tuat i on t hey can ask anybody a question and 

even ~~usal to answer will get you in bad , unless you are 

deliber~y willing to misrepresent what you know t o be t he 

t ruth. 

So, lfh1le I regret it ver y much , I t hink you bot h 

understand enough about t he whole newspaper t echni que t o k::1ow 

t~t that ki nd of t h ing is ••..• 

Ur. Bell: Corry did not say, did he, that they 

had 2 ,000 ,000 men on the roll ? 

t ir. Williams : No. He said 1 , 900, 000. 

lir . Bell: That 1vas three weeks ag o. 

1~ . Williams : Here' s a letter I wrote to you for 

my signature . Corry wrote i t on Febr uary lat . Unf ortuna tely 

1t dia no t t:et to you until t his morning because I wanted a 

nar AE;"raph chanr-ed i n it. I wanted that l as t parru::raph put 

on it . 

HH,Jr: Shall I read it out loud? Addr essed to 

ne and signed by Aubrey Will iams. (Photostats attached. ) 

Mr. \Villiams: Now, the situation a s I see it, 

::r . Secretary , our t otal effect upon t he expenditure of 
money l s unchang ed and while we must , of necessity, shift 

somewhat, I mean it ' s i mpossible for us to go on a sched

ule rithout any reodification what soever, and I t hink a ny 

a t tenpt to bold us to t~at is unreasonable . Al l t hat we 

have got to be able t o show i s tha t we are going to keep 

faith with t he tot al eXPenditure of money. For example, 

if you take this Dececber, what do we say there? 

~1r . Bell: $105 , 000, 000 obli gated ; $1 ,005,000 

average. 
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!; r . Williams : In January we estimated we would 

sucnd ~109 , 000 , 000 . Now we t hink it won 't go more t han 

~ios ,ooo,ooo or ~104 ,000 ,000 . 

h~ . Bell: Becaus e you di d your advance ourohasing 

in Oececber. 

Ur. Wil l iams : We d i d our purchasi ng in December. 

Now we esti mate t hat even wi t h an increase of 50,000, our 

FebrUAry expenditures will only run $1,000, 000 more than 

r·e gave you an estimate on before, so if we could settle 

up t hi s mornin~: we would actually be ahend on what we told 

you .. e would be a s of the first of !.larch on our present an

t i cira tions . 

No\"1 1 that' s .,hy I feel, !Jr. Secretary , we are keen

ing fa ith with you and you see, I moan , I know you know I am 
stru~~l1ng to try to do tt . 

Hll ,Jr: I t ' s more oersonal •.•• 

Mr. V11lliarns : It r. et s to t he bsse of my being when 

you t e l l me 1You are not keeping f ai th wi th me '. 

HJ! ,Jr : Frankly, here' a crhat happens . Hopkins 

comes to my house for supoer the eveni nG before he lett f or 

t he hospi tal. We tal ked. th1ngs over. He left . Nobody 

knew. Everything " as up in the air. Bell and I sat dovrn. 

I think we actually ~~d four meetings after he le ft, f ol

l owing the instructions of the President , to vrork 1 t out w1 t h 

r~rr1n~ton . We came to an ao1cable arrangement . See? And 

the statemfl nt that Hopkins made about 350,000 peo!)le, nobody 

kner how t hey were got nc; to uork i t out . Well , vre wor ked 

1t out and t here hns never been even a hint that Bell and I 

ever i n any way •.••• 

l!r . Bell: •.. that we had anything to do 1"'1th it. 

Our ~~~e d id not appear a t all . 

HH,Jr: Not even ln a ny colunnlst's s t ory. 

l.lr . IV1111~ms : I think that's regr ettable. 

Hl! ,Jr : No! We don ' t want 1t. We don' t wan t 1t . 

!.!r. W1l Hams : You will get the bl a:ne for t he nega

t i ve and you won1 t get any praise. 

·so 
!. ' 
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!ZJJ,Jr: I kno" that . 
f eel t hat Bell and I have done 
t o s t r etch t he money as for as 
done, and we helped cover up a 
account of Hopki ns' illness. 

I am perfectly willing. I 
eve rything humanly possible 
it will go, which we have 
very difficult situat ion on 

!!r. Williams: I apnreciate t hat. 

Hll , Jr: Bell and I have, for instance, never got 

so~ebody aside a nd enid, 1 You know, we have done this and 

we hltve done that' a nd so fort h. I think that• s why the 

various Deoart ments have confidence i n us. We do the best 

~e can withi n reason and remenbering that human sufferi ng 

i s at stake. Now, you g et a thing like t his dumped in the 

lan of t he Pres i dent and myself -- letters which t he Secret 

Servi ce are getting -- my wife got one t his mor ning -

t hr eatening the l1 f e or the President a nd myself - - 50 to 

?5 f ellows or ganized in New York t o g et the President and 

me on account of our stand on WPA. That's wha t came i n 

t he mail this mor ninr; . 

Mr. Williams: Uh- huh. 

HM ,Jr: I sent f or Wilson a nd he said they are all 

coning out of a certa in section of New York , get t incr it down 

i nto blocks now, blaming t he President and me on acc ount of 

our stand on t his . If I did not know tha t we had do ne 

everythi ng and then pi ck up t h is fi gure of 2 ,000,000 -- I 

wasn 't sayi ng you , I was saying your or sa nization •..••. 

Mr. Williams: I am re sponsible . 

HI! Jr: • . • has not kept fai t h. On the o t her hand, 

I say t ha t ~ecause Dar and I "atched t hi s t hing 11ke a hawk 

and our agreement was 1,900,000. Now we know that you had 

not been a ble to put on men as fas t as you wanted to. There 

was a little slack a nd a l ittle saving . 

~r . Williams: That's right . 

HII,Jr : Which delighted us , because in t he case of 

sore unknown disaster you could take up a little slack. If 

:·ou come in this morning and say , ' We have t his t !llng, ' and 

put on a no t her 50 ,000 and take it off a l i ttle later, i t 

s ounds r easonable . I don't know how Dan feels, but I t hink 

lt'a all ri~ht, but I don ' t like to get it fron t he paoers; 
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don ' t l i ke to get it dumped on the President; don ' t l i ke 
~Y wife to ~et letters threatening my lite and saying I 
h11d better resi g n, and the Secret Service says t here a re 
1\ lot of those lett ers , a nd naturally, on a strict ly per
sonAl basis ••• . . 

! !r . '.V1ll1ams : Of couroe, on t he othe r hand, I 
tl~nk you aporeciate what anybody is up agai nst in an or
ganizat i on of thi s char acter. Frankly , I t hink we have 
been p r et ty successf ul in keepi ng the press out of this. 

IDJ ,Jr: I di d not call you on that Leon Hender son 
story because I f elt that was your o~n shop; that was your 
o-n business. I did not call you. But thi s thing, I 
ti~ured if t here wa s &o1ng to be a shift, the t "o men who 
should know are Bell and myself . 

J.:t•. IVilliat:~ s: That 1 s ril':ht . 
nothing but just regret ••.• 

As I say, I have 

ID1,Jr : But woul d n' t you like me to call you on 
1t nne\ not go behind your baok , whi ch I 11ouldn' t do anyway? 

l!r . '.Ull1ams : A.bsolutely\ But all I want to 
feel 1'•1th you is that you have f a ith thAt I a m goi ng to do 
·•iont .,:e are aommi t ted to do. 

ehnken. 
Hll , J r : That ' s i t , and I don ' t ~ant that faith 
I don ' t ~ant i t shaken . 

Ur. 1Ull1ams: And 1t means a lot to me to feel 

lill , Jr: I have said ri~tht straight along t hat this 
is o:~e of the most di f ficult t hinros for us that we have had 
in the pi c t ure sinc e t he fall of 1933 and 1934 . !low, I 
1on' t !<now whe t her business is ~oing to o ick U!> in April and 
:.ay and whe t he r indu:;try, when Spr inr, comes, is going to im
or ovc . If you ask me are t here ~oing to be jobs for these 
men in April and W:ay , I d on ' t kno,. , We are right a t the 
cross- roads now. I don ' t know. And I try to get as good 
busi ness inf ormation as we oan ;, et i n t he count ry and I may 
come around and I may be t he first fellow, the way I was i n 
Dec~mber -- it was 1n December I asked Harrington come in 
nn<\ I said, I t hink you ought to put on more men. And I 
~y t nke t he position 1n April thAt we have got to go to 
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Congress and ask for more money , but I want to be in t ouch 

~lth ea ch week. I ~ant to be the first fellow you tell 

next to t he President. 

llr. Williams: I would expect to do that . As a 

Matter of fact , what I would like to do is to go over what 

this whole pictur e 1s e;oing to be and I think t hat it ' s got 

to be revle~ed •.. .. 

HI.i , Jr: Weekly . 

llr. \7illiams: .• .• i n t he light of what is going on-

this whole pressure on us because undoubtedly situati ons a re 

due to exist . For i nstance , Biggers called up yesterday and 

asked us to see a delegat i on frorn Toledo. Las t night he 

cnlled Hci n~yre a nd asked him to see them. He s ays that 

th~re is P:oln;· to be a riot out t here unless some thing hap

nens. I don 1 t know Big~·ers . I don ' t know tthat weight to 

out on a statement l i ke that . I t seerns to w~ that Bi~gers 

is the sort of person who 1vould not make a stat ement , from 

.,h.'\t ! !:ave hear d of him, unless ther e is some reaGon for 1 t. 

Hl.i , J r : This is al l I want to soy . You can call 

~e up a ny day and say , 1 We hnve ,.ot a situation. Things 

hl\•te go tten .,orse. ' I 17i l l d r op everything a nd talk to you. 

! :r . Will1a:ns: Here ' s one thing , Dan , I want to do 

nrctt:r soon wlth you . I would like to find out what -- if 

there are any resources which we could call on ln case of an 

nbeolut e situation ••here ,.,e had to m.U.e some move . 

~;r. Bell: There i s very li ttle money for expanding 

any of these pr ogr ams . I t old Senat or Byr nes ' commi ttee 

tl.e ot ne r day that ther r rae 335 ,000, 000 free mone~ right 

no~ and the pos s1b111ty that that ~Y increase to ~so , ooo ,ooo 

by June 30th, but I did not think t here would be any more than 

t.'1'l~ . The onl > other si tuat1on which seems to be cr itical 

a• t he present time i s l n the agricultural area f or direct 

r elief . 

Hll , Jr: Alexander ' s outfit. He has be en over here. 

Ur . IY1l11ams : I e uess it ls pretty bad. 

Ur. Bel l : But of course t he r e has been alloco.ted 

:;4 ,000 ,000 o~ that l"eserve and t hey have spr ead it out over 

t ~~ ~onthe . Whether 1t ~111 be sufficient or not, I can' t 
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te l l you, but t hat ' s a l l t h e money. 

Hr. Wlllinms: Our biggest p robl em we a re confronted 

..,1 t h i s the fac t that on t he 15th of t h is month I have g ot to 

issue orders which will drop 100, 000 pe ople , because you can't 

wait , you see. I ha ve got to ~et do~n b y !mrch t o 1800, 000. 

t!r . eon: How many do you have now7 J nnuar y 31 you 

st.ould have Jus t around 1900 , 000. 

ltr . Williams: 1\'e had a r eport yesterday. 1 ,960 , 400. 

!:r. Bell : Suooo s i!ll( you did not g ive t hos e o r ders to 

drop 100 , 000, bu t you cave order s not t o take on any more •..• ---l:r. IY1111ams : I i ssue d orders the 28t h of the month 

putting a n abscl ute stop on every Sta te i n t he Union t hat 

ur.cil' r no cons i de r ati on wero t hey t o put on anot her per s on. 

Mr . Bell: Hof• about r epl ace me nts7 

l!r . W1ll1ar.ts : No. Absolutel y dol lar control . 

t!r. Bell : T:.at will natura lly fol l ow. 

17..: 

l!r . Williams : No . There would b e repl ace ments , Dan; 

dollAr control - - t hat when you ye t up to t his a mount o f obliga-

tion, you s top. That would mean if one dropped out , a nothe r 

could be llut on , but -,hile there are some r epl acements, 1nt er

est1n;~ly enou!;"h I fl nd 1n Dec ember 216 p e opl e wen t off o f one 

proJect 1\nd went i nto p r i vate indu s try . Ve ry enc ourae i ng on 

thAt s-onll front , but taki~ t he nat i on as a whole t he re was 

no sttbstnntial number, but that ml~;ht be one th1np; t o do -

stop replace ments . 

1~. Bell : Tha t would be t h e natur al t hing t o d o, 

instead of i ssui ng a n or der to drop of f people • ... . 

!lr. Williams: Theo only thi n~ i s , Dnn , I would et lll 

:orob:>bly have to dr op 75,000. I won t wait a day beyond t he 

l5t r. o f February to isaue that or der, f or the s i mple r eason 

t hat I am not floins over t h1s 1'1gure. 

!-I.M, J r : All r ight, t h en. I think the President 

s!"lould s ee you, Bel l and lJIY&elf on t h e 14th . 

!lr . W1llioms : All r i gh t . Beoous e you can't wai t 
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until t he first to issue t hat order. You have got to 

Give people time to get those people ort of proj ects . 

Hll Jr: Tell you what let ' s do. Let ' s write a 

let te r to t fie President , somthing to the ef fect that •on 

t he 14th of Februa ry , Mr. Williams, Mr. Bell and I would 

like to see you and would he gi ve us an hour. At that time 

we would like to lay plane before hi m of what we are going to 

do in regard to people on the employment rol ls for the month 

of Mar ch and t he 14th le t he las t date because t he orders 

,.,ill have to go out on the 15th. 1 

l.lr. Eell: Wouldn't you rather r:lllke 1 t Wednesday of 

next week, about the 9th, because he will have hie reports in 

n.e Saturday preced1ng7 

HM ,Jr: No . 

Ur. Williams: I would ~her walt until later. 

Mr. Bell: He ought to have by that time how many 

people would drop off each week if he cut out replacements. 

H~lfJr: If he says t he orders have to go out on the 

15t h, I wou d na1t until the 14th. 

Mr. Williams : WhY I would rather walt : thing s are 

going to happen undoubtedly and t he more we can play for time 

her e , the more breaks we are going to get . 

record . 
IDl ,Jr: But let ' s write t he letter and we are on 

174 

Mr. Williams: Yes . 
a complete picture ot funds , 
1aportant . 

And by t hat time 1f we could have 
because, as you say , it ' s terribly 

Hll Jr: Of cour se, VTe don 't want t o mi x lt . ll'e will 

know where *iexander ls. I will tell you what we have done 

with Alexander, because Wallace made a terrible crack at Cab

inet, so Alexander c~me over and I said , 1 Al l right , nl\me one 

county and t he State where there are farm folks in need , hungrY 

and without clothes . I want to know' and Baldwi n spoke up 

and eal d , 'We have not got any such people '. 

Mr. Williams: Baldwin sai d that? 
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Mr . Bell: 
was not for grants 
where t he pressure 

He sur e d i d . He said t he pressur e 
t or food . They were for loans. That ' s 
was coming ba ck . 

HU ,J r : I said , ' Dr. Alexander, go ahead and give 

me the evidence and I rw ill s end a worker wi t h you into t he 

counti es. I want t o know. 1 

Mr. V/i l l1a ms: I wish you would do this, because 

they are pas a1 ng the buck t o us in Arkansas l i ke nobody ' s 

buslness . They come aski ng us to do something because 

t hey haven' t got the money . I f t here i s no need, t hey 

ought to quit s ending them. 

Mr. Bell : He d i d not say need. 

HU,Jr: He sai d t hey were not hungr y. I asked if 

people were without shelt er, hungr y and without cl othes . 

Hr . Williams : I don ' t want to r·et into that, be

cause i t ' s another agency , but I wi sh t hey woul d qu1 t s end

i ng them to us because they can't do anything f or them. 

HU,Jr: When I get i t , poesi bl y we coul d send an 

i nve stigator from your offi ce plus ours a nd hi s , and l e t 

t hem go into t he f iel d . 

J.lr . 111111ams: Delight ed! 

HM,Jr: How would that be? 

Ur . Williams : Fine ! And have a f ellow like Sharp , 

who r uns our pr ogr am in Arkansas . He was a Robinson man. 

name. 
HH.Jr: I don't kno" what StatP t hey a re going to 

This meeting wae Monda y , wasn't it? 
Yr. Bell: I believe 1t ~as . 

lir . Willi ams: I r.ould be ver-J gl ad . 

you the chap over there, Ur. Secretary we fi nd 

able a nd t hat is Milo Perki ne . 

I will t ell 
t he most val u-

Air . Bell: He wae out of t own t hat day . 

Mr . W1ll i ams : He ' s a great criti c of t he Presi dent , 

but a fi ne person . 
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H!.! ,Jr : Dan, do you think v1e ought t o show this to 
the President? 

t.tr . Bell : No, not neoessnr1ly. We ha"e t hi s let t er. 
1 don ' t think we ever int ended t hat you stick to- the strict 
letter of the schedule . 

HU ,Jr: Will you prepare an answer. He ' s enti t l ed 

t o nn ansv:er. 
It's all r i ght as far as I am concerned. How about 

you'r 

Ur. Bell: Sure. Jus t so t hey l i ve within what the 
President approved. 

Mr. Williams: 
r.1th you. I am 1n the 
1n the black. 

On dollar s, I am still in the black 
r ed on numbers , but i n dollars I am 

oOo- oOo 

17n 

Regraded Unclassified



!In TORX 'rllll!S - Jebi'\1N'Y 2, 1938 . 
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To 2~TOTAL· &:~~::::h::!~~r=r ~I!~~i , ? ; 11 ;~ to the Wlnt• r payroll would hAve 
~·"' t: ._. • • to be dropped In tb• Spring and 8 lummer to k .. p upe.Ddltur• wU.b· 
• ln the bu«r-t. 

Spendmg to Increase to Take l>oroumo• •· whiCh . .. ,.....,. •
than 1,&00,000 a montll ta the flr•t 

Care of Work Relief Needs ola month&, mount..S 10 l,IIJI.MI 
tor the WH.Jc e.t~dll'll' on Jan. 22. 

for Winter Months orn.w. • •• ,...,_ .,. •• ~:~. 
b&d been ehlefiy for lliO\'ember em· 

l
ploymotnt. and tha.t It would be ten 
day•. or mon. befo.r. Treuu17 dt .. 

CUT OF 500,000 BY JUNE ..,....,.,., n..... .._.. .. .. 
muth WPA tu.Geb ha'-. 'b4lul ,... 
due.d by the Wlntu n:liet demancb. 

Tbty ~n«ded the RJD&Jnln.s-

Most of Curtailment to Be in· ..... """14 .... tow that •m•tor· 
1 ment roll• would baYe to N eut 

South--Business Gain to •mueh .. rller In the s·prttl.l' &Ad. • • 
• n•on rapid paee than ln pre~U:!I 

Absorb Slack Expected r:•" ..... •••roprlallo.. .. ... 
1 A(Rf• OUICifll Who- WOI.dd not b<e 

quotC!d by n•m• ••ld W P A w&~~ 
"banklnJ everything" on a Spring 

WASHINGTON, Eeb. J t.1't.- bu1Jnt .. rl .. a~rblng tho•e de~ 
Work• PrC>greea Admlntetratlon li1·1 mobUisect. 
t'e.l ~~.ulhorlttea deetded today to "Or c:ourH," he aald, ' 'we can't 
1pend more on. Winter emplo)'mt nl tot'fne " boon' any more tba.n we 

, 
1 

can A flOOd or 11. b lltu.rd, but ll Ia 
and tru.st that Sprln&' would ur "* the (l l'lly t hing we h..vo on " 'bleb to 
a btalnet.s spurt to ftblorb the thou• pin our hOPM unlt.n additional re• 
aancb who will have to be cut. oft ll t f tund• are made available tor 
tbelr r ol!• Ute..n. the remslnder of tbe current tl.ul 

AubreyW!Uiam., A cUnrAdmlnl..,l YNr. It. ~me. howevu. thf.t the 
trator, •t..t.ed that, ~u.M or In· bu..lneu r~~alon leve.l.t oft In 
crta.tlng clcman4t, wor-k~reuer en· Deetmbu and that rte1tber bll~ nor 
rollment wou14 be u p&aded to about vaU•r• .,,.. ahead." 
2,000,000 putOnl lhili month an4 AJtboucb theN bu bHtt .ome d~ 
lben would be pro,...lvd.1 eur- mand In UN HoVN tor a d4JtJonal 
t.a11M to 1.!100,000 by June. l&Ott of nlld fu.nd.l. be A id tbe •e.tW"&J 
the prvn.lnl ot tbe rolla wtll be In a pattQ< ot the Su.ate piUI •tate
the SOUtb. m-nta hom botb PrMklent ~ 

This, otfidab said, would rflaulre "It and Stcreta,ry ll~entb&u that 
a.n. outlay of about SJ.kOOO.OOO In no d.,fkl•ney approopnatlott would 
Februarl', cornpared • 1th an •' •r- brt nHded lftdJ«.tfd \vPA would 
•-•~ of leu th.ft.n Jl i)I),OOO.OOO a have to ''make Ito. mol'ley lut'' 

\H!IHI Julv. 

. ... . . . -· 

I 
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fbe &ttacbed 1a t be l&test rele&ae wbicb baa been 
.U..Ogr&pbed-tbe one we sent you l&st week. We ex
pect tbe one for week ending Ja.nuary 29t.b aoMtl..M 
duriq tbe da.1, end &s usual. will send it to you b7 
special Maaenger. 

Tot&l WPA el!pl OYJM!Dt for week ending J&n. 29 
w&s 1 , 900,614, or &D increase of 681479 over J&nuary 
22. 

Regraded Unclassified



0 

Regraded Unclassified



0:-'(.flder.t \t.l 
;bt r _r rublt~auc,n 
l,Y:3!i =wn:!:lll' 011 • ? A P"\OJ!JCTS , BY STATE 

UNITED SIA!£S .CiD TER'iltCftJ!S 

··reek1y 'll'A l'l:lp1oyn•e\>7 ': 
Series • fable 1 -

'7•elu Endlnj; Januory ~5 am Ju11aar y 8, 19}8 

tt":rthorn 
~c.att-.e:rn 

C.llo:rt.do 

:cr...-.oct tctrt. 
t11&:ware 
tlhtrlet <Jr C ,lUI'"bia 

l-!a}o) 
tllttola 
I~!ar.a 

l
la.nsa3 

r.er.tu ... ky 
u Jb\c.r.a 

"'eTQ1n. 
~E'I" lic.z:lp:M r.t 
::~ J..r:ey 
::-ew L.toxll"(ll 

r'-'- T::~r:C ctty 
N.,. Ycrk (E>cl. K.v.c .) 
~vr:n Cor Jl1t• 
N'orth :lokoh 
Ohlc. 

Jlclc. ... (~.&l, 
">r .,bOI. 
F'!.t..-.~ylvantt.L 
f\hOOe l~tla.ntl 
3c.•.tt.h Ca.r<Jl1no. 

So11 t.h Do.k otn 

vtrctnia. 
W~h1~ton 
"'feet Vt.rc;l.nla 
""l&oona1n 
1!yaolr.' 

27 ,248 
7 . 5}3 

24.924 
76.~ 
37, 134 
39 .466 
21 ,352 

18,920 
2 , 349 
6,~ 

26, 675 
30. 169 

8,91.8 
117,}07 
52.39} 
20~ 
2e,o19 

4o,6H 
26,26o 
6 ,535 

10, 754 
76 ,099 

55. 328 
40, }64 
21, 86o 
55.1.26 
15, 194 

21 , 7hh 
1,975 
6 , 7IJ, 

61.469 
6 , 852 

1}8, 110 
50.156 
24 .529 
13.669 

1o6,}78 

50 ,9L2 
14, 111 

167 , 877 
13.054 
21,86o 

1L . 973 
23 ,567 
60, 830 
7 .6!.4 
4 ,226 

19. 382 
}5, 214 
31 . 722 
1.3,1.6} 

},27} 

2 , !/>7 

26 ,705 
7 ,281 

2} ,631 
75 .459 
;6,282 
39 .1n 
20 ,577 

17,830 
2 ,220 
6 ,229 

25 .646 
27 ,2}8 

8,m 
11},529 
!.8,2'18 
19 ,1!02 
27 ,8!.6 
!.0 , 169 
25 , 134 

5 .!'65 
10 ,566 
77. 351 
52 , 108 
38 ,618 
21, 29} 
54 , 148 
11., 120 

21 ,206 
1,847 
6 ,470 

58.990 
6,660 

1}7, 599 
51 ,611 
23, f!Fn 
13 . 529 

101 , 555 

!,8, 589 
1),3ll 

161, ,; 3 hi 
1} , 129 
20, 556 
15 , 191 
22 ,857 
58,611 
7.!.45 
3. 869 

19,086 
;;,<}!fl 
30. s•; 
1.2, 060 

2 , 88} 

2, 521. 

Inerea.se 
or 

• 543 
• 252 
• 1,293 
• 1, 163 
• 852 
• }11 
+ 775 

• 1, 090 
• 129 
+ 460 . 1,229 
• 2 ,931 

• 721 . 5,n8 
• !.,095 
• 667 
• 17} 

• IJ,e 
• 1.126 
• 970 
• 188 
• 7t.8 

• ; , 200 
• 1, 746 
• 567 
• 1, 278 
• 1,07!. 

• u58 
• 128 
• 274 
• 2,1.79 
• 192 

• 511 
855 

• 6;2 
• 1!.0 
• !.,823 

• 2 ,353 
• 780 
• 3.534 

+ 
75 

1 , 3o.! .. 
218 

• 710 
• 2 ,219 
+ 199 
• 357 

• 296 
• 1,265 
• 1, 139 
• 1, 383 
+ 390 

57 

'TORXS PROGRESS AlllollilSTP..I.TIO'I 
tHvlllon ot 

R•••oroh, S\.6t1tt1o• o.nd Roe"rd• 
Jonuory 19 , 1938 
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WORKS PROGRESS ADMINISTRATION 

HAAAY I- HOPt<INS 

··~liN~·~ 

The Honorable 

W~.J(_KA-.JOHM.oftol W ILDtHO 

I?U HEW YOfltK AV.NU& NW, 
WASHINGTON, D. C:: , 

Henry llorgenthau, Jr . 
$ecretary of the Treuoury 
Washi ngton, D. C. 

t.fy deru· JAr . Secretary: 

February 1, 19S8 

On December 18, 1957, ~e submitted to you a schedule 
tndicatin,: that ll'ith a total obligution or $l,roo,ooo,ooo 
during fiscal yeur 1958, liPA e:nploy111ent would i.Dcrease to an 
nve:-age of 1,900, 000 dw·i.ng the ::-.onth of February am decline 
thereafter t o 1, 800,000 in Marcil, 1, 650, 000 in April, 1 1 550, 000 
in May, and 1, 500, 000 in Juoe . 

During the pnst six weeks we have found that the need 
for employment has increased rapidly and in order to meet as 
IIIUCh of the need as possible at the seusonDl peak, l'IPA State 
Administrators have been authorized to inc:·ease empl oyment zmd 
>TO noiY estimate an average of 1, 9501000 workers in February. 

This will necessitate a more r &pi d reduction in employ
neat during the Le.et four 11>0ntbs of the f i s cal year in order to 
lilllit obligationa to $1,~00,000,000 f or tho yeru-. As indiC4ted 
in the enclosed schedule, if ecplo:yment reaches an average of 
1, 9501 000 in February, it will be necessary to reduce to 1, 800,000 
in March , 1 ,600, 000 in April, l , SSO, OOO in Uay, and 1, soo, ooo in June . 

You 11'111 not e that actual obligations incurred during 
December exceeded our f ormer estimate chiefly as a result of the 
President ' s request that advance purchases of materiels for l ater 
use be made in tbst 110nth . These advance purchnses will result 
in a decrease in total obligations per worker during the last 
halt of the year. 

The snvings ..ade by assigning a l.nrger pro;x>rtion of IPA 
wor kers c.t the unakilled rete has enabled ua to incr ease eaplo)'ll"'lt 
more than we would have otherwise been able to finance. 
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llEVISED ESTlWATES 01' 
r.PA DIPLODIEill' AliD OBLIGATIOIS 

Jul.¥ 

.&uguet 

Sept•ber 

October 

Roveaber 

Ileeember 

Januacy 

Febn>Aey 

!larch 

April 

II&,)' 

June 

Total work projects 

National Youth .&dminietration 

Adcinietrative expense 

TOrAL 

• 

Obllgatiou 
Emp1o,...nt (in .uliona) 

(000) Work Projects 

1,662 $ll5.7 

1, 514 92.1 

1,458 89.0 

1,464 89. 9 

1, 505 68.6 

1, 578 104.9 

Estimated 

1,775 104. 8 

1,950 115. 0 

1,800 107.0 

1,600 96.0 

l , SSO 92.0 

1, 500 90.0 

.. 
1,185.0 

50.0 

65. 0 

$l , l!OO.O 

Tbie eataate 1a excluaive of tbe need for worlcin.g capital 
1n tbe latter pert of June. 

Jl'ebru&-"7 1, l9ll8 

, "'"' ~VII 

Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



t;o~n:tenU•l 

• n • 
_ l, .., 

Wotk1y WF~ Emp1•~nt 
Sor1•• -Table 1 

s~r.. rc r Putl1cat1on 

12678 
lliP!O'IUE'If C!: liPA PROJECfS, BT STATB 

UJITBD STATBS All» tiRlii'!ORIES 
Woolal !1>41"' Jon..,.ry 29 and Jon~ 22, 1938 

tnorea.ae 

St at• End in« E:n4lnc or 
Je.n~ry 29 Jt..nua!I 22 Doorea.se ( - ) 

GPA!lD TOTAl. 1, 832, 1}5 • 68,479 

CO!Ir111EN'1AL t''l-ED STATES 
r,m:v;&;e + 68.485 

A labruM 29,317 28,690 + 627 

A.rhonl\ 7 ,911 7 .i:JJ2 + 269 

ArkMsal 27,162 26, 423 + n9 
C.t ltornh 79,980 7&.~0 + 1, 550 

Not thorn ~ w.27!i + T;$! 

Seuthcrn ~.46? 39 . 156 + 309 
Col orado 2} ,484 22 .470 + l,Olb 

cor.r<.otiout 20, 21.7 19.5d6 + i61 

:cle.~rQ 2.457 2.431 • 26 
' i str lot or c~luab1- 6 , 8')U 6 , 816 • }8 

florU'lo 28, 0}8_ • 27. 714 • 324 
~eort:l"l ~ }2, 248 • 270 

I dab') 10,!.88 9 .775 + 713 
IlHr.o\a 1}2,!.24 125.!.08 • 7.016 
I..Uhn n. 5c),h88 55. 088 • 1.400 
t .... 21, 288 20.926 + 362 
t&r.l!ll 30.461 29 ,82J, + 637 

t:cn t uoky !.1 , 612 41 , ,2 + 280 
Loula 1-..nQ 27.986 27 .233 + 753 
L!~,o~ 11\c: 7. 670 '/,288 + 382 
~rylnnd 11 ,085 10,901 + 184 
&buo.chuao ttt 80,930 78 .720 + 2,210 

V ic hl&"'.n 6!,, 7t.9 ~.6!.5 + 6, 10!, 
1~1nnetotr 42.938 ,920 + 1,016 

W1u l u1pp1 23,809 22 ,945 + 86t. 
!.Uuov.d 60,888 57,26!. + 3.624 
Wont •. no. 16,265 15.570 + 695 

JM:bMikA 2}.2117 22 , 131• + 1,113 

lk ""d> 2,268 2 ,074 + 194 
5cw 1'--apabtro 7 .32} 6 ,787 + 536 
New Jcraty 70.<»...0 6!. .990 . 5 .956 
1:... u. d~t'l 7.231 7. 011 • 160 

S:-w l,rlr: Clty 1}8,750 1}8)157 • 293 
H"-. York (r.acl . , .Y.c. ) 52 . 301 51 .474 8}3 
Si)rth Corol ln~ 26 , 101 25. 516 + 585 
North l>Uotll 14, 167 1, ,766 • 401 
Chlo 114. -ro5 110, 8, 7 • 3.868 

Oklo h..., 5} ,291 51, 888 + 1,403 
ClrO&'~n 15, 176 14.1.54 • 722 
Punt.ay lvar. \.1\ 183 .962 174 .211 .,/ • 9 .751 
Rhod,• hlc.nd 1}, 072 13,007 15 
South C"rolt~ 27.176 24, 856 • 2, }20 

S outh l>t.kot n 16, 457 15, 200 + 1,257 
Ton.noua 26, 155 25 ,,53 • 802 

t o m a 64,923 62,810 + 2 ., 113 

llUh 8.401 7 .848 • 559 
'lo rsont. 4 , 60} u.469 + 1}!, 

'ltr,; W o 20, 137 19.824 • 313 
'l'uh\.Af'ton }9. 15} }1,8')9 • 1,294 

nrcln.h. 33 .825 }2,}}9 • 1,U86 
In 1.1.,2}8 43.7LU + 494 

3.482 } ,}29 + 15} 

2,46} 2 ,Ub9 6 

hYhod 
1!0RU PIIOOR!SS All!'lniSTRATIOil 

Dh 11101l or 
Rot oaroh , St~tlatloa ortd Ro~or 

Pobru&r)' t . 1938 
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1 ebrui\J'7 2 , 19:58 

~ dear l>r. Preeld.ent: 

On tne 14th ot February , J(r. Aubre7 
'11ll1&ne , '!r . Bell a nd I nould 111te t o -
you and vould a p precia t e it 1t you oould 
ooare ua nn hour f o r a conf e renc e . 

At t hat tlllO I'll \'IOUld l11te t o l~ 
befor e you the plans of t he 11or k e Progreu 
Administrati on covering ernplo,ne n t t or the 
conth of ~!Arch. l .y unders t andi ng 1 1 t hat 
the 14t h v111 be the last da1 tor approval 
ot the plans , aa th8 orders 'Ifill have to go 
out to t h e 3 t ,te Ada1n1etrAtora not later 
than Febrw>ry 15th . 

FAithfully yours , 

The .Preai d.ent, 

The :bite House. 
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PROII : IG! . GASTOII'S OPliCB 

!0: ·-·--...;·...:·:_~.-::..~-----·-----

. ' 
. ' t r 

• 6.1 I o 

'·· ~u.: .1 4 
c: . ' • 1' l () .. 

• 

' 
: • 

! 
• 

". 

' • 

•• 
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·- • 

February 2, 1938. 

LIS'!' OF SUBJECTS YOU VII SBED TO DIS9JSS Wn'H THE PRESIDENT TODAX 

:>. 

3. 

5. 

Question of renominating Howell Cone of St atesboro, 
Georgia, for Collector of Customs, Di strict No . 17 . 

Money for Publi c BeaJ.th in connection with investi
gation and control of venereal diseases . 

Genessee Valley Gas Company . 

Cable from Cochran No . 160 in regard to his meeting 
with Uinister Marchandeau. 

St . Loui s St ar-Times article on Joseph P. Kennedy -
Henry Morgenthau, Jr . 

6. Report on the investigation of charges agains t 
William 8 . Kelly, Collector of Internal Revenue 

at Newark, N.J. 

7. Two alternative letters to Vlilliam H. Kelly for the 
President ' s s i gnature . 

8. A compari son of estimated and actual receipts for 
January, 1938 and for the fir st seven months of the 
fiscal year 1938, prepared by Dr. Baas . 

9. Report prepared by Dr . Baas on the business si tuation. 

10. Memorandum from Ur. Opper in regard to his conference 
with SEC about the Paganucci stock being di stributed 
•rd thout registration. 

11. Memorandum from Dr. Wagill respecting the tax bill 
si tuation. C ,. ·~· f\ ~ c. ~..vk. 

12. , Colonel Mcintyre's memorandum dated February l st 
in r egard to A. P. Gi annini. 
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February 2, 1938 

Lunch with the President. 

On the question of renominating Howell Cone of States
boro, Ga. , for Collector of Customs, District No. 17, the 
President said I s hould t alk to Dr. Alexander of Resettle
ment . 

About money for Public Health, in connection with 
investigation a nd control of venereal diseases , I am to 
send for Dr. Parran and I will have somebody take down 
t hat meeting. 

Told the President all abou t 
Co~pany and what we are doing. 
tic . When ~~ get it rhough, he 
and tell about it. 

t he Gcneasee Valley Gas 
Tremendously enthusias
wants to go on the air 

Showed t he President the story about Kennedy 
in t he Star Times ot st . Louis. 

Told the President all about Transamerica, also 
Bank of America. Suggested that he hol d up sending any 
message to Congreos on bank holding companies until we 
are sure that RFC has got through exalll1n1ng the various 
banks in t he bank hold ing cocpan1es and make sure that 
they are O. K. 

Spoke to t he President about the a ttached memo
r andum from Hcinture and he suggested that I answer it 
as follows . (See carbon attached .) 

18, 
- I 
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THE WHITE HOUSE 

WASHINGTON 

J~ 31, 1938 

H. K. Jr. 

I am not entirelT aaUef1e4 with the n
IIA)IaiJI&UOil ot Bowell eo ... ot Stat .. boro, O.Orci& 
tor Collector ot eu..toma Dhtr1ct :wo. 17 • 

Be h Ter'l couenaUn aDil almoat reaou
&17-boD .. t 'bllt not our ldn4. Can' t we look 
arowa4 for uotlwr ..., eqv,all7 llolleet 11114 capable 
who tallta our l.lult;uap' 

"• :D. R • 

• 

}88 

-• 
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76Tn OONORESS 
3D S£8810N 5.3290 

IN THE SEl.'iATE OF 'flfE UNl'rED STATES 

.JUOARY 5 (~<hr day1 JAl<UARY 20) 1 1938 

Mr. J ... Fou.~ introdoee-1 the following bill; which w•• rettd twice and 
ref~rred to the CommiH('(' on Comm«"rc:e 

A BILL 
'l'o impose additional duties upon the Uni ted Stntcs Public IIenlth 

Service in connection wi th th6 iuv~~tij!ntion and control of 

I he venereal diseases. 

1 Be it enacted by the Senate oml /Jou.il' of Repre'Je711<1-

2 lives of the Ut1ited Stales of Ameriet1 in Congress ossembled. 

3 Tbnt the Act apprond July 9, 1918, i~ hereby amended by 

4 ntltling, after section -1- of l'hnptcr XV {-1-0Stnt. 886 ; U.S. C., 

5 title 42, sec. 25), sections 4u, 4b, -1-c, -ld, nml 4c to rend 

6 ns follows : 

7 "(n) ] 'or the purpose of assisting Stutes, counties, health 

8 districts and other politic111 subdivisions of tho States in estalr 

9 lisbing and maintaining ndequote mcusurcs for the preven-

10 tiou, treatment, and control of the ,·cncrcnl diseases; for the 

' 189 
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l''"l",.... Hf 111nL.iu.!! .. twlir-.. iun• .. ti~-rnlioul'l, nnd dtrnonqmtiun ... 

:! , .. tlt•\duJ• 111un• rfTt-.·tin· mt·a~un.os of prevculion, lrtfttmem. 

:: :uul t'HIIIrul uf 1lw ,·,·urn·ul tli~·aM"8, iududiug the tn•iuing 

.. r J•t•,...umwl: rur IIIC' pay, aHowrulC<'S, nud tnwcliug expcns~~ 

;; nf I'HIIlllli""j,,llt'll ullil'l'l1" :lied ol lwr fJ CI':oi:OIIIII'f USJiJigttCf( 10 

fi thllb; iu • '1111',\'iu~ u11t 1lw J•lll'po:-lCS uf ll1i~ Af't in rlw Dil'ltl'it·l 

7 uf ('ul!uuf•in llll t)t•J .. ,,w!Jcrc: UlltJ fur lhC printing of rcpurH, 

S ,f," ·•nurur .. , nu•l ••lltrr nuHt•rinl relnting thereto, there i.o: 

!i lwrd'.' Jllllhuri~t•tl lu bt• 11ppn,priated fur the fi~;caJ yeor end· 

Ill in): .huw ;;u, I!•:HI, th•· ,um uf ~-l.OOU,OOO; for tho fiscnl 

11 ,H.tr t·lltliu,~t .Jum• :)0, 1!1-kl. tht• "lUll Hf 80,()()(),()()(); for 

1:! th•· Jj .. ,,,f )l·otr ••Utliu~ .l111w :$u, 19--11 , tlae &Um of $1 2,· 

Ia 1 IMI.o~XI; "'" lur o·11o·lo vf tilt' " '" fi;cul ycn1'8 tucrcnltcr, tlo11 

II ~IIIII ul t'$:!.\OUU,OOO. 

I Ii 
~"1111 1 it•m·•·ul ••1 1 ht· Pui,Ji,. J I c•n hi. :;cr,·ico shu U determine, 

l i 
uttl n( 1111' tljiJlnlJ•rilltihiiS Intuit· J'llll5H:lllf to tied ion 4 (u) , 

18 1 1 
" ''1111 1" 1"' ullnurd lo 1111' se•·•·ruJ Stutt'l<, including rite 

t9 lli•trio·t .,f l'ohll,hi:o \l·"k:. an i H .. Tl S • • • • ( &W8Jt. ac urgeon 
~'0 1 

;, 
111 

"'
1 ·holl '1" 0 " 11''1 'llt·h •nm to the sc•·erul 8 t111es upon 

21 I I 
lor .,,i, "1 ( I) tltr I>Opulntiou, (2) rltc extent of rite 

22 
\o·urr,:tl·oli•t'll•< 1''"1'1"11'· nud (ll ) tloc finaucinl uccds of 

23 rlu- n'~J•rt<tiH ~lllh•.., r , . 
· 111'11 nonkmg >ttc·b u llotmtnt~, he 

2·! I II 
'or: Ill l'l'llir.' l ilt• flltlllllllt ... IIH·r···,· r • to lloc 8c•ct·etnry or tloc 2-" ., • 

._, J'liii~UJ'Y 'rl 
'" 111""11111 of 1111 nllol mcut to nny Stahl for 

3 

1 nny fiscal year remaining unpaid at the end of sutb fisrnl 

2 year lhall be available for allotment to tho States for the 

3 suooccding fiscAl ye&r in addition to the amount Rllpropriated 

4 and availnblc for snclo fiscal year. 

"(<) l'riot· to tho beginning of c11ch qunrw of tlu• 

6 fi~<'ll l ycnr the Surgeon Gcoooml of the Public lfe,lllh & rvicc 

7 shnU d~tcnninc the mnount to he pnid to curio Slntc /nr 

8 such qunrtcr from the nllotn1ent to such S111tc, nmi slutll 

9 ccnify tho amount so dctenuin~d to the Sec:ret11ry of tin• 

JO 'l'rcllioory. U1>0n receipt of such t'Cltifietttiooo, tbe Secrcr.tr,,· 

11 of the Treasury shall, througlt tbe Divisiooo of l)i,bui'8Cmeoot 

12 of the Treasury Department and 11rior 10 audit or selllement 

13 by lbc Ocncml Accounting Office, Jl"Y in uooorclntwc with 

14 such cert ification. 1'he moneys so pnid to any State >hnll 

15 IJc expended ioo cnrryin~r out the purposr8 spccific•d in src·iinll 

16 4 (u), and in nccordnnro with plnns lll'c•cntcd b,v I he loe111i h 

17 authority of such State noul appro,.cd by till' SurgN>n (lrnenol 

18 of the J'ublic Health Se"'·ioo. 

J9 "(d) With the apprO\·ol ol the Secrttarr of the TrC'ft&-

20 ury and after t-onsnltlltion with 3 conference of St•llr enol 

21 'fcrritorinl lot'ftlth officers, the Surgeon Ocneml of thr l'uhlic 

22 llcahb Sel'\·ice i• authorized to prescribe t.be rules onol 

23 n>gulntions twoos~ory to cnrry out the JlllfJJOSCS of this At'!. 

24 "(~) This Act shoU not be con~lrnod Ill! !U(lCri<Cdiu.: "' 

~ limiting tho lunctiooos, tmtlcr any other Act, of the l'uLfi•· 
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lltt~hlo ~n·ke nolluin!!' 10 1be pre,·cm!on, lre~~l m~m. And 

~ '"nrrol ol 1·rutrel di."<'A'<'S, or lhe expendiru"' of mone~· 

:1 ll•rrrlor." 

l"ow. 2. 'l'hr lnllowin)!' J>Orlion~ ol exisliug Juw (see~. 

r, .l 1111!1 4. •·h. X\', 40 Shot. 886: U. S. 0., lillc 42, sers. 

lj 21nnol 2.'>) nrr ht••·th,l' OIIIC•tulcol to rrnd "" follows : 

7 "Ii i·~ · . :1. 'l'llul tlll'rc is bcn•lo,,· c.rnbli<bcd in tho Hurcou 

~ uf rl•e l'ulolio lleailh &!"ice a Divi~iou of \"encrcal Dis

~ '''l""'• 1o he under rhc chnrge of a commissioned mcdil'tl! 

to ~>llit'tr of 11 .. llnitNl SI• I!'S l'ublir llealtlo Sen·ico dr!ailed 

II ''·' 1h~ , trgt'On Ornrml of rbe Public H ealth Servi~, 

lt 11hid1 ofii<•rr while lim> irel"'ing ~hall he nn ossislnut sur-

1:! )!<'"" grnrml of lho Public Hcahh Scn ·ice, subject to lloo 

14 Jll'l"'i<inn• of lnw npplicnble to ll.'<<istnnt surgeons gcnerol 

.15 in 1'11n 1'!-"' ol ndministJ·nt ive divisions in the Dist rirt. ol 

W ('ulnmloin .. r tl1c Hnrrnu of the Publ.ic Health Service. 'J'hor~ 

17 •lonll he in Roll'h 'llil·i,ion >n<'h nssi>lunts. clerks, invostignton~, 

IS """ mlwr tlll(>loyrl'li ns mny be necessary lor thr IJCrlonnnnre 

19 nl ih duli.,. nnd n.s mny be pro1·ided for by law. 

2ll ''S•:c. 4. Th•r lhe duties of tho Divisiou ol Ven~real 
21 fli,l'tLt<'l! •hnll lw in AI'COrdance with ru.lcs and regulntionJ 

2'~ JorNribNI hy tho Hecreuuy of the Trtm.sury ( l ) to study 

23 nud inl'r<tignrr tlor Cllllsr, trentmrnt, and prevention of 

2·1 rencrcnl di~rnsc.~; (2) to <·llfl)lcnolo with State boards or 

2;; dcpnrtrurnts of henhh lor tho Jlrovention llnd control of such 

5 

1 diuases " 'ilhin the States; and (3) to control and prevent tho 

2 spread of these diseases in interstate traffic: Providtd, That 

8 nothing in thit chapter shall be construed as limiting the 

~ functions and nctivities of o~her depnrtmonts or bureaus in 

5 the prevention, control, and treatmen~ ol venereal discuses 

6 and in tho expenditure of moneys therefor." 
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""' .. 41.P.?.'!!•'t!~ lrl""} ~-3290 

A BILL 
To imjl(IOle nddi•ional duties upon the Unit.<d 

States Public Health Service in connectiOf\ 
with the in.-e..-tigation and control of the 
•·enereal diso!ases. 

By Mr. LA FOLLl:ttt 

J AJrtT.UT ~ (ea.Jeodar da)", JUOAIT 20). 1888 
RH.d twice aod retet1"f!d. to tbe Committee oo Oommti"C'e 

\ 
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