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TREASURY DEPARTMENT 

IHftlt OP1'1Cil COI .. oiUNieATtON 

Seoretar~enthau 

1 :r . HMjiJI(/ 

-
•••• June. 10, 

Sub; ct : 
Fcctors i nfluencing the recent upturn in cocu.odity 
ryrices 

r~e rite ln ~rices of sensitive coomod1t1es which has 
?CC"!'.·c:l durin_: the nast week anpears to have a more substan­
~~~1 t . •.£ t:wn nrevlous tel!l!)orary upturns , slnoe it der1 vee 
~~ :rt>n ·t·~ in nart f:-om actual i CI"'roveuent l n nrosnecti ve 
~~ '..:· co:1 ' i tions for a nu:aoer of co:!Qodit i es as· weli as froa1 
~~ · tc· tlons of a chanJ ln3 senti cent toward the genere.l. trend 
~~ ~ice!" . 

:'ollo-dn the l ow :point reached on ::..S.y 31 , the Dow-Jones 
!r.:t:: :>f co.rodit::l futures prices has risen by 4 percent , 1'11th 
l'tctlcr.lly t•.ll sensi t1 ve commod1 ties sharing in the i mprove­

... ent . '.71th the excentl.on of the It--percent r i se caused by t he 
un~ounce. \Cnt of the recovery progr am in Anr11 , this i s the 
o::l;; 1:::!)crte.nt nrice upturn since the Austrian crisis early 
in :: .. ·ch cet in motion a chain of deflationary i nfluences . 

! t ls not ryossible to say with certainty t hat this rise 
~~a tte actual turning point 1n the nr 1ce trend, since for~ 
t~.n de~l~ tion~:l 1n~luences cay &bain beoo~e a depressing 
: ct •• . ?ro~ t:te standnoint of the do::~est1o e l t uetlon, ho.,;­
t \'P.', Fcver:.J. thin.; a :9oi nt touard this conclusion. 

(1) ?roduct1or. curta1lt:.ent !or a nuober of ooc ­
~o 1 :.1es s:"loul d soon exert c. stren.:;then~ng influence 
on co . ..:nod1 ty nrices . 

( 2) The wi desnread belie! 1n n fall business 
~~turn ~ay l ead to~ anticipatory buying of commodi­
ties sOilS t i me i n advance . 

(3) The belief t hat def1oit enend1ng and 
.:>nttnry exoansion wil l sooner or later operate to 
lift oo~odity prices will encourace fur t her buying 
<Jl'' tend to ne r petu7.te a r ising nrioe trend . 

(u) A direct stimUlus will soon be given to 
~rices by Government nurohasin& ot caterle.ls under 
tae s'er.d1n3 nrogram, - and b1 an increase in oon­
s~~er nurchasee resulting froc U. P. h . and relief 
CX'll'nd1 ture e . 
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secretarY uorgenthau - 2 

Qauaea ot the recent ypturn 

A combination of influences has brought on the rise in 

c<Y-Codity prioaa duri ng the paot week: 

(1) The momentum ot the previous decline had 

carried many prices into over-sold conditi ons, 

making them quickly responsive to a change in sen­

timent. 

(2) A tendency has recently become evident in 

the security and commodity markets to ignore cur­

rent depressed business conditions and center 

\ attention on the more optimistic fall outlook. 

(3) Rumors ot possible inflation moves or 

further devaluation of the dollar have been a tao­

tor in the commodity markets. Such rumors, which 

are characteristic of a rising market , may con­

tribute to a further upturn. 

(~) A more important influence is the feeling 

that each week brings nearer the time when 

Government spending will become a very real factor 

in commodity pri ces . 

(5) In view of these, and other factors , the 

s entiment is gaining ground that commodity prices 

are about at bottom. 

(6) An improvement in the statistical peal­

tiona of a number ot industrial raw materials, due 

to production control or export restrictions, has 

been a s trong taotor in the more bulli sh eentiment. 

(a) A drastic curtailment is u.nder way 
in copper production, with Iennacott shut­
ting down completely tor at least a month, 

and other companies sharply reducing pro­

duction. 

(b) Export quotas on tin have again 

been reduced, the International Tin 
Committee having out third-quarter quotas 

t o ~5 percent ot standard allotmente , 
part of Which, for the time being, Will 
go into a butter pool ( •ever normal gran­

ary• principle). 
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· secretarY l!orgenthau - 3 

(c) Rubber quotas tor the third quar­
ter }lave been cut to 45 percent ot standard, 
os cogpored with 6o percent tor the second 
Cluortor, which provides the market with the 
smallest quarterly supply ot rubber in many 
years . 

(d) Lead knd zinc productions have 
been further curtailed ae a result or re­
cent unprofitable prices. 

(e) Crude oil production has been 
drnetioally curtailed, which has caused a 
t1r:Ung of the price structure for gaso­
line. 

(f) Total visible stocks of all cattle 
~des and leat her at the end of A~ril 
showed a reduction to the s~lleet total 
for t hat month in 17 years. 

. 264 

(7) Curtailed production will continue to be 
a bullish factor for a considerable time after 
urioes improve , 011ing to the slow l'Osponse of pro­
duction to prices, just as excessive production 
continued tar beyond the drop 1n prices last spri ng. 

(g) \1nile the agricultural price e1tuation con­
tinues apparently unfavorable, owing to excessive 
au,nliee, the tact that prices for certain major 
crops hnve declined to, or beloT-, the ~datory 
Jovernment lo&n levels tends to put a bottom under 
t!lem. 

(a) T~e decline in cotton has carried 
1t well under the g . 32-cent l evel , which 
1s t~e minimum mandatory loan on the no~ 
crop, suggesting that part or the crop will 
be taken ott the marltet by the Government 
under loans, unless prices improve. 

(b) Wheat pri ces, before their recent 
upturn, had declined to the minimwn l~an 
level. 

(9) Recent reports of cr~p damage to wheat, 
nnd of unfavorable progress of t he cotton crop, 
have had some bullish influence on prices. 

• 
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REB TELEGRAM SENT 

GRAY 

June 10, 1938, 

6 P• m. 

AMLEOATION 

&A .GY.OK (SIAM) 

17 

Your 12 , llny 28, l p . m. 

Pl t~sE r£ply in th£ n~£ of thE SecrEtary of the 

Treasur y ~ubstantially as follows to thE communication 

from thE GovErn7.,mt of Si am, 

265 

ThE currEnt practic e of thE Uni t ed Statts Tr easury is 

to puroh~st silvEr othEr than nEw producti on only i n thE 

form of good d elivery bars b taring thE stamp of a rEcog­

ni~td rEfinEry locatEd in tht United Stat ts, Such 

purchas<.s art for dtliv£r y tht day of thE purchase, or 

t h t day following thE purchasE at tht UnitEd Statts Assay 

Offic E i n New York, or Uni tEd Statts mints at Dcnvtr or 

San Francisco, ThE pricE pai d for such s i lver is fixtd 

EVEry day, the pricE today bEing 43 cEnts pEr ouncE , 9995, 

If, as is supposed, thE silv Er is in the form of 

Si amese coins now in Siam, no purchaSE could bE con­

summated bEforE thE lapSE of considErablE t i mE, owing to 

tht necessity of sbipmcnt and of converting thE coins 
into 

' 
• 
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REB 
2-#17 , To Bangkok, Junt 10, 6 p. m. 

into f inE bars. If, howEvEr, thE Siamese GovErnmEnt is 

desirous of avoiding thE abovE-mEntionEd delay i n dis­

posing of a portion of thE silvEr mtntioned, the rEprE­

s entativE of thE SiamEs E Government in Washington could 

be i nstructed as to tht reasons for the request and 

authorizr~ to discuss it with thE 'united States Trtasury • . 
Sho\~d •hE Si amc3E Gov ernmEnt wish to buy gold from 

thr Unit:c' St a t es Government with thE proc eeds of such 

salEs , d~E concidtration would b E given to such applica­

t ions at thE timE thEy WErE rECEiVEdo 

EA : F'L:DJW FE 

HULL 
( HF ) 

' 
• 
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- .. . . 
~ attaa ....W t• ~lie llew•tur'• t 1M, u4 tn lUI _.,1ft 1f,... 
...,&Iller 1~ aMNllle, a ~ "",.,... ~ .... -.lf. M'lll& Clalef 
of tile JA\1111.- Uai\ , ocrnrlll& 
\lie Hftl'lll oollf•r•N lllel4, 1a­
pllUOW wl\11 \M 8WWN~11 1a• 
1\l'lll\lOU \o •• wl\lll'wl a\1oa \0 
\M a\\WI' noaUT J'"IU\H \0-­
Swoi'W~ 'bT Qofti'DOI' 8\al'lt ot 
JI11WOV1• 

CloYwl'IIOI' Stult esprwaww4 lllUWlt \o 
• •• 'Hla& waUnlT ••Uitled wltll 
\M _...1' Sa wbloh ov 1JIYWa\1p.Uoa 
Sa prooww4lac• 

rroiD: Ill\. GRAftS 6/H / ':>S 
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J"une 11, 19:38, 

Qovemor Uoyd C, St ark , or lli eaouri , when in Wuhington 

on r une 8 , 19:38, ealled on the Secretary or the Treasury in 

regnt\1 to an investigation belna ude by Special Agent Rudolph 

!!. l'.artcana and Internal ReYenue Agents I . B, Sullhan and p , L. 

!!cGrotb w1 th respect to iapoundecl tunde or a number or ineurence 

compo.nies opeMtina i n IUaeouri, part · or which tunda 1ru die­

buraed through Robert ;r, Folonie and Charlee R, Street, who 

served as trueteea tor a number or insurdllce companiea , 

Thi s investigation ..... instituted ae the result or lnror­

~et1on secured by Rovenuo Agents in eonductlng an examination 

ot the returne ot Charles R, Street, Indicating approximately 

~100 , 000 , representing money paid by seventeen lnaurdllee caa­

~lea in connection with l1t1ge.Uon, ba4 peeaed throU£11 hie 

>ccounts . Although Mr. Street claimed tbnt h.e ""' not the re­

c ipi e nt of the money, be refused to give the ncmes or the per­

acne who bad r eceived it, 

In accordance w1 tb the direction ot t he Secretary, »r. 
Earold II, Craves, Special Aasletant to the Secretary, »r. 1ohn 

R, Kirk , Deputy Comml.aaloner, Income Tax Unit , Messrs, &1, H. 

Dinneen end ;r, c . Corbley, Auditors , Special Adjustment seot lon, 

!llld Ur. '!f. H. l'loolt, Actina Chief, Int ellig ence UD!t, reported 

at the Secretary's ottice at 10:00 a.a., J"une 9, at which t!Jae 

the persons mentioned were introduced to Governor St erk by the 

Secretary, who also stated that !lr, Crevee would act in his 

s t ead in conducting any further oonteroncea, and that the 
3overnor might expect tull cooperation 1n every way prectlc,ble. 

Tho Oovemor lrllS informed on this occaelon that ae the 

Agents who were conducting the investigation had not arrived in 

::cahington, the Departuct was not aware ot the ta~te ao tar 

denloped and therefore was not 1n a posl tlon to disouu the 

caee i ntelligently. Tbe eovernor na 1nronood by Kr. Crave a 

t hat he would be contacted l ater when the matter could be sane 

Into turthor. On thla occasion the Governor also stated that 

:.:r. !.!orris M. lolill.lgan , United States Attorney , Kanaaa City, 

!!!aaouri, would be in r.aehington a114 would att end t he con­

ference. 

' 
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At 11:30 a.m., l"une 9 , Speci al Agent HllrtMnn and. Interoe.l 

!!evanue Agent Sullivan reported at Mr. Graves• office in the 

~ureau, at which tiu there were preeent also l.ir , Harold N. 

or~ves, !..J', l"oho R. Kirk, l.ir, l"~U:~A~a W. C:lrter, Read , Sl>ecial 

.. Jjustnent Section, IEr. Lawrence 1. Bernard , Msietant to the 

Otnn ral Counsel , Mr . M. H. Dinneen , Mr. 1 . C, Corbley , Mr. 

'irorie .\ . Buswell , Bead , Freud Division, Intelligence Uni t, 

••l !-r . .. . !!. T.oolt, SP"clal Agent Hartll8lUl outlined whot btu! 

been done ln connection with the invest igation, but stated 

thct they were t han in the >idet of tho examination ond had not 

~ luclosed nn:r f acts which 'WOuld war rant a conclusion o.s to who 

~~J received t he tunds mentioned In t he insurance company cat­

ters . 

A further conference l<':ls hel d In Mr. Gra_vea ' ortice at 1 :30 

,. . -o:.., .:-w:e 9 , at which tir:e there ••re present Ur. Graves, Ur • 

..Sr'< , !.:r. Bernard , Special AgeM iiartv.lllUl, Internal Revenue 

, ent Sullivo.n , e.nd Mr . VI. B. \'loolt . This conference .-as pr in­

cl:ttll:r ror the purpoee of discuss i ng tbe manne r In wlllch the 

turt~er Investigation should be conducted, wbether tbers was 

r.~d tor additional ~an, etc , It wee deened advisable to a llow 

3>oo1al ...,ent F.e.rtl!\llnn and the two Revenue Agents ment 1oned to 

proceed •1I t h their 1nvast1eatlon without additional help at this 

t!T.e . t:r. l'.artillo!UUI was or the opl.nion thet o.tter exemining cer­

tcln recorda in Chicago and !law York , he would then be In a better 

·osi tton t o determine the necessity tor add itional help . ~ • 

• .art~ advi sed t hat the eraminat ion would be concluded In 

Clll eoeo on or about J"une 16, and t hat they would then proceed 

to .. .,.,. York , atter which they would report at l'iaabington when 

tte question or assigning additional t~ents could be di scussed. 

In :1ccordenoe with arrangements pr eviously made by Hr . 

~~•ves w1 tb Governor Sterk, a further conference ..-ns bold in tbe 

c•nce or a..r . Groves In the Treasury Depertnent at 5 :30 P· '" ·, 

June 10 , ot which time t her e were present Governor Stark, United 

l t utos Attorney I.Cllllgnn, l lr . Graves , Mr . Kirk, Jar. Bernard , Mr. 

·~..:;.rt~enn , l'r . Sulllvu end Ur. \.:oolt . Tb.e Goveroor v-as infonned 

t~t t te i nvestigation had not proceeded t o the stage Wbere evl ­

dvnca bod been obtained indicating to wboo t be payment s were r.ode 

In connection with the insuronce t ransactions referred to above. 

Corta l.n phaaes of the c;,ae were dlsousaed by the Governor, and 

.;;;ech l Aeent Hart= also lntomod t he Governor or lntomatlon 

•hie~ ho had obt~lnod , not or e contidentiol nature but a Getter 

or public rooord . Tbe United States Attorney stated that if 

oct lafactory evidence wes obtained as the result or the lnvestl­

£n~1on , be would proceed wltb the prosecution. The Governor 

- 2 -

2£9 
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oleo wu uk..S ~o &ln U7 lllfomaUoe 'llb.lob be tllouabt 1101&14 be ot 
ftlu• 1.11 OOilll.OUOil wUb the innnlpUOil , aD4 he ...te - euc-
, .. ~10DI u ~o pereooa wllo be tbousbt aboll.l4 be 1nh1"11nacl. 'Dle 
OoYil'llOr wu lllfo~ 'T Ill". Ore~ .. tlla\ lt -• tile pupoae ot tile 
Deponaent to ooopera\a tllll:r ill ner:r n:r praot loable. 'l'lla Oo~­
el'llOr auure4 b111 he reallze4 that ~here wu DO andenoe 1D the 
DepenJCent whloh would be ot ftlua to hill ill ooDDeoUon with m17 
procee41nga at the p:r .. ant tiM, but apreaae4 Ills appreciation 
ot the m&DDer ln 'llb.loh he ha4 bHil treated and the tlaa epant 1n 
41ocuee1ns the cue with bia • 

... - 3 -
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fM Bo110rablo ~DrY Vorsonthau, 
surotary ot tM Treuury, 
Wuh!ncton, D.c. 

liJ dear Seorotary Vors~nthau 1 

Jr. , 

.& %..t .JW1 .. 11, l9SII 

l lo •c"-...... 0 111\.c.ASC OUOTI: 1""""". 

OBR 

At )fr , ReDtaohlor 1o roquoot I talce pleaouro 
1» ooal!~ you onoloaed lateot a't'ailable eopiel ot 1001110raDda o11 buo111eu 
eoalltiono aDd oo~ity arkoto pre pared in tll!.o department tor ciroult.• 
t!on oxoluohely within out 1Dotitution , Ao Vr. Rontoohler doublteu 
oxplO!DOd to you, IDOmOr&Jldt. ll.Jiilar to theoe &rO cotton tocetbor OD lfol1-
d-r ot oaoh nell:. At hio ou"eotlon I ht..,.. ""'rked tor opooial attent1o11 
cortoln puot.te• in tho put weok 1o ooanodity meiiiOr&DdWil, and will oeDd 
10• both buoineoa and ooliiiiiOdity memoranda tor next wool< ao ooon u pre­
pared. 

In addition to tho onolo .. cl rerlowo, n 
prop&l'l oil Friday ot each week tor Jlr, Rontochlor ' o on oontideDtit.l uoo 
• ,.., 'brief llml:l&rf ot 'buoinooo ancl financial donloP*Dtl u we ••• thea. 
fM tollowlll£ reproduction ot tho •-r:r tornrded to llr, Rontoehlor 
Joatorday will indicate to you tho nature ot thio roporta 

See no obAar;o now or near tuturo in 'bueinooe dtua• 
tion, Stool mill operation• 26 per cont. Juto.o'biloo, 
toxtileo olu"ioh. Curtailment will continuo thro~h 
OUIIIIIOr . Retail trade tallill£ turtbAr behind lut ,ear. 
Su.mor proopooto poor but local retailoro oay that doopito 
lown oal.. they will ban to boq IIIOro coodo tor Fall than 
laot year duo to innntory reduction. ~ buildinr; tit;ur•• 
t.boft laot ,ear tor tho tirlt time. .&pplioatione tor 
F. H.A. 110rtcar;o i110uran.,. continue Ilea..,., Tho rally 1D 
ooWIOdity prioeo thio nell: 1o oncouracinc• eo-ditioo 
ohould tim otroncor oupport throQ&h production ourtoil­
•nt but UIIO&fO to 00\lllt OD •ah adftDOO until blui11011 
turne up t.Dd ela-nd rio•• • Hic b r;rt.d• boDde oonti,... 
stronc; othoro etoadio r a:oopt railo whioh a ro thin oott. 
Oppooition ot uniono to wac• outo io blookillC bill tor 
rail loano. Doubt t hat waco-hour bill it pu ood will 
haft any illlludit.te ottoot on bUOinooo . Banko had t-por­
a'7 piolcup in lot.111 to haloro on Oo.,.r-nto; will wuh 
out attar quarter da te ti...,oinr;. Buoinooo lot.no otill 
doolini•c• 
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file JlollOr&ble IIU11'7 Mor&eiii:Uu., Jr,, 

'*'' 2. 

In ooDelllllioD, •1 I ud a peraoDt.l 11111ri of 
approo it.tioD at rour r;.raoiwa boapitt.llty to .. , ia 00111"'11117' wl.tb 
othtr eoonoaiata, oa ooouioa of a ooaterenoo with Mabera of 
your atatt at the treuurr Depart-at a .. ath ar;o. 

Roapoottullr ,.aura, 

o.o. a. lloberta, 
... Prelidnt 

• 
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WORKS FROGMM ADMINISTRATION 

~ eompmuL 

'lba llooorabla 

w··- C • • I 

t 'J'N ..... YORK AVDIUC NW • 
• ,.....-TON. D.C. 

'lbe S.C...tarT or ~ tl'euv7 
WaabiDCtOD, D. C. 

117 4.,... Ill'. S.cret&J71 

lla:rr7 bae bad..S te .. 7010r CODt14mt1al 
note to h1JI or J-• i, w1 th racard to IIUI'}Ilu c-­
IIOditiaa in ClnelaDd. 

I UDderetand that. the Obio Lacielatlll'a 
hu appropriated t l ,500,000, which will, i.t it 
cl .... e ell lacielatiYa berri.re, •••t tha u..­
d!Ate eituatiOB out. there. It cooetitv.tee u 
1•portant dnelopMGt in toroinC tba etate to 
aaeua •- port.ioll ot ita reepODaibWtiN. 

I ....-. JOU haTe act tba - atat.­
•eat to S.cret&r7 .U.oe eo that tiM Slarplu 
ec-odiu .. • people cen taka - actioo CD it. 

' 

. , 
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S£crtto.ry of Sto.tt , 

Washington. 

91 4, JunE 11, 1 p.m. 

FROII COCHRAN. 

GRAY 

Paris 

Dattd Junt 

Rto 1d 9 r 55 

Rtftrtnct oy 892 of Junt 8 1 10 a . m. 

274 

11 , 1938 

a. _m. 

-
?rtnch and Gtrman n Egotiat ors mtt ytstErday t; dftcuss 

(1) rtntwol of Franco- GErman commErci al agrt tmtnt of July 10 , 

1937, (2) modificati ons to commtrciol Exchanges bEtwEEn 

FrancE and Austri a mad£ nEcEssary by tht annEXati on of 

Austrin by GErmany and (3) thE sErviot of thE Austrian 

l onna . With rtftrtnct t o lat tEr AGENCE ECONOMIQUE of this 

corning statts·that thE GErman Govtr nmtnt has officially 

1ndico.ttd that it dots not rEcognizE t h ESE l oans and that it 

r tfus td t o Efftct thE servicE on t htmo According to this 

sourcE tht Frtnch Govtrnmtnt is dEttrminEd to assumE thE 

rttstablishmtnt of thE s trvict of tht l oans but that not hing 

has ytt btt n dEci dEd with rEsptct to thE soluti on that will 

bt proposEd in thE EVEnt that tht GErman GovernmEnt main­

tains its rtfusal . Thi s papEr tnvisagts thE rEtstablisb­

mtnt of thE clEaring arrangtmtnt . 

Tht f ol lowing appEars in AOENCE ECONOIIIQUE wi th rESpECt 

t o tb t Haitian 1910 loan . 

(END SECTION ONE) BULLITT 

csa 
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Secretary of State , 

Waahington. 

GRAY 

Paris 

Patcd Junr. 11, 1938 

Rco ' d 10:30 a .m. 

914, June 111 l p.m. (SECTION TWO) 

"Thl: negotiations which have been going on between 

275 

thl: French crovcrnr~cnt and thE Government of Haiti far tb£ 

reimbu:aemcnt o~ thE 1910 gold loan ~re about to b E con­

cluded. In th' first place the ~lJcrs will receive an 

9lDOunt of 500 J)'lpEr francs fer o:ach boni the o~y sum 'llhic':l. 

the Government of Hait i recognizes is due by it. 

In a~dition a pool will bE constituted which will 

be maintained by a tax on each import license of coffee 

from Haiti into France • 

ThE amount thus furnished will serve to remunerate 

the holders . ThE total amount "Which will be attributed 

to each one has not yet bEen determined. It will depend 

upon thE duration of thE opcrntion or thE pool, and this 

duration will bE fixed according to thE possibiliti es of 

thl: coffc e market. 

Accordi~g to certain indications thE amount attributed 

to each holder will b£ about (;20 for a peri od of trn years 

nnd 1)25 for a pEriod or fiftEEn ytarS o 

• 
• 
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FS 2· r!o. 914 JunE 11, 1 p . m. trom Po.ria 

ThE intErna tional pricE of Haitian ooftEE is auoh 

that tl!E collEction of thE tax Envisagtd may bE mad£ 

withOut : ".v1n::; r isE to an incrEasE in tht pricE of 

cofftt on thE IIavrt mark£ t . " 

E!ID !iESSAGE) 

CSB BULLITT 

: 
' ·. 
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GROUP lfEETING 

. : .. 277 
June 1), 19)8 . 
10:15 a.m. 

present: 

Oliphant: 

!I.II.Jr: 

Oliphant: 

ii.li.Jr: 

Oliphant: 

!I.II.Jr: 

Oliphant: 

!l.li.Jr: 

Oliphant: 

H.II.Jr: 

llr . Taylor 
llr. Oliphant 
llrs Klotz 
ltr. Gaston 
ltr. Haas 
llr . Wh.ite 
Mr. Gibbons 
llr . Lochhead 
llr. Upham 
Mr. Bell 
llr. llcReynolds 

Julius Henry Cohen filed a motion tor a reargument 
of the Port Authority case on the ground that these 
employees affected by that decision, since their 
taxes would go back to 1926, bad been arbitrarily 
dealt with by the Supreme Court , and in effect • • • • 
(words not understood) • • the Court on that question 
that's up between Hughes and Wallace; and second, 
and more important and rather historic, on the ground 
that Court decisions in general ought not to be 
retroactive. And that motion will come on for 
argument at the opening of the October term, and in 
the meantime the Department of Justice bas joined 
the stipulation staying the mandate in the previous 
case . So the whole thing is put on ice until October. 

Well, it will be pleasant • • •• 

What? 

for the SWIIlller. 

Yes. Well, it certainly relieves us of a lot of beat. 

All right. 

Takes the heat off of us. 

And then, Friday we won the British American Tobacco 
gold case in the District Court. 

Oh, grand. 

That ' s our last big case. 

Grand . Was that Taft? 'Nho defended that - who was 
their counsel? 
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Well, thq wer e sui.D& the Fednal ReserYe Board -
tbe Federal ReserYe Sank ot Jew York. That was a 
buncn of gold that tney bad in ttlis country aDd 
surrendered under protest and tnen tried to c et it 
back . 

Was that Hatfield that tried it tor ttl@ British 
American Tobacco? 

Bartt1eld . 

Yes, that ' s right, Battield handled it . 

Yes . 

I mean he argued it. 

Hatfield or Hartfield? 

Hartfield. In tact, they took depositions in London. 
He went over there, 

Anytning else? 

We 1 re nopetul that they won't appeal the case in tne 
District Court . 

O, K. ? 

That ' s all . 

Herbert? 

I haYen• t anythin&, except Harry Butcher' s ottice 
t old me that Columbia bad dropped an1 broadcasting 
nook- - chain nook-up. 

That ' s all richt . 

That ' s all. 

Bottling. 

' 
• 

Are you looking into these bids on these ten airplanes 
tor Coast Guard1 

They cot - the Sikorelq is the lowest bidder now, 
aDd Captain Chalker • s outt1 t basn 1 t t1n1ahed co inC 

• 
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through the bids to see who's complied with the 
spec1ticat1ons. 

Well, when they 're ready, would you let Mac know, 
and I 1 d like t o see t hea . Bow much are they under? 

Oh, quite a way. 

Bow much? Do you know? 

'Well , on the - for one plane there is a spread, I 
think, of about twenty-five thousand, and on the 
others it doesn't amount to quite that much- that ' s 
in a group of seven. 

When you're ready, will you let ae know? 

~es. It ' s quite an amount . 

Anything else? 

ThM;' s all . 

I had Peoples get bold of Chalker Friday and get ir. 
touch with the Mail Aeronautics Bureau to get the 
analysis of their bids on the saae type of planes, 
so whenever you have the Coast Guard boys in - I 
told Peoples not to go any further with the thing, 
but Just to get the background on it, and I think 
you ' ll find he ' ll have a good deal of information 
on it. 

They claim th&T haven't got the l aDding that this 
Ball Aluminum have, a nd all that; but nevertheless, 
! told thea to let me see the thing before they 
pass it. 

Oeorge? 

I have a few lit tle things. 

(Hands sheet of Surplus ~ommodities figures 
to Secretary) 

Is that new? 

Ub-hull, the last column. 

' 
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Let' a see, wbat did they bu;y? They bo~~&ht butter, 
cabbage, cotton fabric , What's this, tobacco? 

Baas: Tobacco. Hot a Yery balanced diet. 

l! .M.Jr: 

Haas: 

H.ll.Jr: 

Haas : 

H.IL. Jr: 

Klot z: 

R.M.Jr: 

Kl ot z: 

H.M.Jr: 

Klotz: 

Haas : 

B. I! . Jr: 

This is Surplus Comaodities. Tobacco, rice. Are 
you doing aD;Ything on this, getting 8.JJ1Where on it? 

w,u, on that particular thing I haYen•t been doin& 
anything - on those particular figures, because you 
really can't tell •uch about ,,, 

I mean is Parran getting anytb1ng? 
~:;.. . 

Well, Parran is - tbat's another point-:" I called 
Dr. Parran and I asked him - told hi& I thought he 
• 1ght want to s end soaeane out wi th Kiss LoDigan. 
He said, "Very •uch so . So he sent Dr. Pai.er 
out . And Dr. Stanley was sending soaebody out, 
but I don't know just - Saturday abe hadn't selected 
the person, but someone was t o go on Sunday eYeDinc , 
with Kiss LoDigan from Dr. Stanley's bureau. Then, 
Dr. Parran said he would like to see you, and Mrs. 
Klotz is working on that. 

See h1m a t 11:30 . 

You gaYe h1& an appointaent. 

Malee it 11: 30 . 

You gave h1m tomorrow. 

I'd rather do it t oday. 

11:30 . 

The other thing, you perhaps saw 1D the press oYer 
the week-end that the Dodge figures tor the first 
time, first aontb - May - were aboYe a year ago . 

lo, I didn't see that. 

You'll be here at 11:30, too, see? 

Haas : Yaa. 
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aere1s the first of tbe month tbis year - there ' s 
l ast year ' s and there ' s this yea.r•s . 

Yes . 

And here ' s residential last year; it ' s holding up. 
~uite a sharp increase from April , you se~ of this 
year - April of this year compared to Kay of this 
year 1 That, in view of some of the other series, 
hasn t done badly. Ther e ' s a big project up in New 
York, of course, but I know tbe area a.nd from the 
figures the Government project and eve.n residential 
is holding up well . 

'Nell, I made a little statement last week to myself 
that we had had a drouth now for fourteen months, 
beginning with April l, 1 37; l put my hand out, I 
felt a couple drops of rain. Kaybe this little ••••• 
raincloud will blow over, but if the thing keeps 
on the way it is for another t wo weeks ••• . 

Now, al l right , Rarry, don't - I ' m not - this is 
for myself. And I ' ll say t his . You economists -
nobody forecasted this thing and no one has explained 
it properly, and when this thing begins to turn 
everybody is going to not understand until it has 
turned. And you cite me remarks by a dozen people, 
and there's nobody, l don't care .. ·no it is - I dare 
anybody to show me that this thing was forecast i .n 
writing. Not by word of mouth, but in writi.ng. 
and I •a saying this because I want to watch this 
thing. I•m simply saying I felt a couple drops of 
rain. Kaybe this little cloud is going to pass over. 
I 1m not making any forecasts . But ther e are certain 
things happened since the 31st which I think bear 
watching, and I•m watching. Nobody has to believe 
me, nobody has to follow me, nobody has to pay any 
at tention t o me, but • • • 

Haas: •rnere are certain defini te fundamental things. 

•••• 

But I'• very much interested, and I think t here are 
cer tain thlngs happening that are most - I think the 
most i ntelligent non-par t isan bulletin which I read 
was the National City Bank bulletin of June . And I 
called up Kr. Rentschler and he ' s sending •e bis 
thing, be said he's never let anybody see before - the 

(See diary entr y of 6/22/38 newspaper reports of President'• 
Preas conference or 6/21/38, quoting President's use of this 
rain- drop atory. ) 
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stu!! be gets ••ery Friday troa Mr . - wbo 1s tbe 
Vice President? 

232 

Haas: Roberts . 

l! tli.Jr: 

Jlaas: 

Jl. li.Jr: 

Bell: 

llaas: 

Jl.li. Jr: 

Haas: 

B.li.Jr: 

Klotz: 

H. li.Jr: 

Klotz: 

B.li.Jr: 

B..II . Jr: 

And then their coiii.IDodity 1118n. Wbat ' s his naae? 

I don't know the coiiLIDodity man. 

Well , be's got a co.aodity san; somebody told ae 
be's tbe best c011111odity aan in Allerica. 

You get his reports, George. 

Oh, is that who that is? I read them. 

EYerybod)' can shake their bead and eYerytbing else, 
but I do say that since the first or - the Jlst, 
t here• s something Yery d etinitely goi.n& on. !low, 
whether this little raincloud will go by and we'll 
wait a nother f ourteen aontbs, I don1 t know, but •• • • 

' 
I 1 ve got one ot his bulletins -you might be 
interested - sounds Just about the way you sound 
now. 

Well , it will come today. 

It ' s here. 

Is it here? 

Yes . 

Would you mind getting it? 

(Mrs Klotz goes out) 

See, certai.nly !'a going to do everything I can. 
I was responsible tor tbat one-page story in the 
Wall Street Journal, aarry, where everybody was 
saying that the automobile factories were go~ng to 
shut down tor two aontbs, and I asked them to check 
up and they toUDd they were not going to shut down 
tor two a onths. They said - t be publicity 1 all the 
stories were that tor two aontbs t hey ' re goinc to 
shut down. So I asked the publisher or the Wall 
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Street Journal whether he wouldn' t check it. 
lie round they wouldn 1 t - the head of Chrysler 
tor the first time bas turn.d; they' re lenctheni.nc 
their schedules; they ' re getting orders; they can•t 
understand it. As I say, the raindrops are ther e . 
Now, it may be a little cloud which will pass oYer, 
maybe we ' ll come to another 14 months; but I'a watch­
ing it the way I ne•er watched it before . 

(llrs .a Klotz returns 1fi th material ' 
~rom Hat onal City Bank) · 

Well, I'll leave this until afterwards. 

In that connection, somebody ought to take pretty 
seriously Stuart Chase ' s article in the Survey 
Graphic, which was reprinted in Reader ' s Digest. 
I t•s called "The Case Against Home Ownership" and 
if there's an answer t o it •••• 

Against home ownership? 

"The Case Against Home Ownership." 

You mean for renting and ••• 

' 

And - yes - and not tor home ownership. And it's a 
very deadly article. Since it's been reprinted in 
the Reader ' s Digest, it•s got a very wide circulation. 

As I say, I•a Just passing this tor aeybody's 1ntorma­
tion, and disregard it and laugh at it and anything 
else, but I'• watching the thing in a way I never 
watched it before. As I say, anything good or bad, 
let me have it. 

Uh-huh. 

But it was interesting the way the 'Mall Street Journal 
went out 8lld they Just killed this story that all the 
factories are going to shut down tor two months . 

You know, that's what they'•• also done there, llr . 
Secretary. Hone of the big companies have felt 
they • re going to close down. Bow they have revised 
their production plans for July upward on the basis •• 

Well, I asked thea the lliddle of last week. Did you 
s ee the letter troa Kellar, president of Chrysler? 
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Yes, sir. 

On this possi bility of rai~road l egislation, the 
l abor croup i s trying to combine this legislation 
with this bill t hat they have in tor changing the 
method ot handling retirement fund s , and so on. 
As f ar as we can see, there is absolutelY no 
connection between tbe two. And I said i would 
look it up again to be sure that I was rigbt in 
m:r illpression of that. But apparent~ Harrison 
is trying to find some way i n wbicb •• • • 

Pat? 

No, George Harrison. • •• so that be can support 
whatever little bill t bey ma:r get tbro~b tor 
loosening up tbe R. F. C. requirements. 

Sbould I do anything about it? 

Well, I think that I 'll have another check to be 
sure tba t our position is as I think it is, and ' 
then I 1ll repor t back to you about it. But as 
far as is apparent, there is absolutely no connec­
tion. 

Couldn't possibly be. 

Wha t? 

Couldn' t possibly be . 

And the retiresent bill is not in accor d . 

I'• Just to sit tight, I don't have to do anything. 

Until I report back to you. But at tbe llinute I 
think we ' ll say what I'• telling you, that there 
is absolutely no connection between the t wo. 

Anything else? 

On Couodity Credit, t bere will be a a.aeting which 
will be held today to pass on the wbeat situation. 

I see. 

There are certai n aspects of that which I don ' t 
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think there is anything we can do about, but -
tbe point being tbe amount of r~rm storage for 
wheat wbicb will be used for tbis wbeat loan. 
There are apparently some minor difficulties 
there; first, as to tbe standards whicb will be 
applied, and the actunl availability of adequate 
farm storage for wheat , because farm storage for 
wbeat is an entirely different kind of thing than 
farm storage for corn, for example. I think you 
will know more about it - maybe tomorrow you may 
be brougbt into it to express &D opinion . 

Well , we set up more money for administration of 
the Warehousing Act so tbe7 could put this thing 
into licensed warehouses. 

Well, there is quite a movement for rarm storage 
of wheat. 

I know, but .... 
llcR: It isn1 t safe. 

Taylor: See? And ••• 

llcR: With farm storage, it ' s hard to keep it safe. Dampens 
the wheat. 

Taylor: 

EI.V.Jr: 

Taylor: 

El . l.I . Jr: 

Taylor: 

Upham: 

And tbe farm storage standards to be prescribed 
by tbe county agents, apparently, or administrative 
county units. Maybe that's possible, but I wouldn't 
~ow. But I do know that storage of wheat on tbe 
farm is an entirely d.ifferent matter than tbe 
storage of cor n, and if tbose standards are not 
adequate, why, you can go to the cleaners on the 
deterioration of wheat as quickly as aQYtbing I 
know. 

Are you watching it? 

Trying to. 

All rigbt, anything else? 

(Nods no) 

You bad a telephone call this morning from Congressman 
llcClellan of Arkansas and be wants to come do- and 
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have a conterenoe with you aDd Co.aissi oner 
~elvering to report to you the aituation with 
respect to t he Internal Revenue Collector down 
there wbo is managing Mrs , Caraway's campaign 
tor t be Senate against hia. I told b1m l' d call 
billl back. 

All right. What - have we 10:30 toaorrow, Mrs . 
Klotz? 

Yes . 

Free? 

Tbat is, it Parran i a coalng today, =--. · -
• i ll you tell Mr. Helvering? 

10: 30 tomorrow? 

Yes. 

. ~ 

286 

And bare's tbis docuaent that you asked me to put 
on your desk tbis a orning , 

And t hen, if you will arrange to nave .i:.ccles and 
Ransom tor lunch tomorrow - and Taylor tor luncb 
and yourself tor lunch. 

Surel y. 

l oaorrow. Anytbing el se? 

Ho. I may have to explain one or two little 1hinga 
in tbere. 

All right, we' ll see bow we get along. 

Harry? 

Here ' s a table that will be ot a little interest. 
The first three sentences give it. 

(Reads table) French exports are up, aren't they? 

Well, they've bad a pretty substantial depreciatioll 
aince ••• 
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Perdon me? 

Well, France bas de•alued substantially since then. 

That ' s in currency and not in tonnase. 

That's in currency; this is always in currency, 

Xou couldn't give me a . ... 

Voluae figure? Yea . 

Well, and a1so the net, so that it shows. You••• 
got that - I guess that's a net. 

The balance of trade . 

Xes . 

It's there . 

And I told the President you'd have for me at noon 
today a memora.ndum on the Japanese financial si.ouaolon~ 

Weil try to get it out • 
• 

I told him. 

You1 ve already told him? 

I told h1ID I'd have it a t one o1 clock. 

We're working on it. 

All rig.ht . 

/Jo you mind tak1Dg this back, and I tell you what 
I'd do . I've planned anyway to 10 o•er with you­
I'• warning you - the export thing, go over it. 
I ha•en't looked at the import-export business for 
a long tilDe . Anything else? 

Ko, that ' s all. The ruaors, as you see, ere 
increasing on gold, will continue to increase. 

Wb;r? 

Well, it's 1nerttable, so lone as the recession 
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continues and deepens, that it will occur to .ore 
and more people that that may be a step, unless 
some contrary action is taken . 

Well, I was very interested in - Ki plinger, tor 
instance, told me that the Vice President of 
General Motors, who was in to see us, called on 
Mr. Kiplinger to try to sell h1JII on the proposal 
to increase tbe price of gold. 

Was that Gibson? 

Mooney and Smith. 

Mooney and Smith were in to s ee us. We tried to 
make thea come out with what they wanted to say, 
but they wouldn ' t s ay, But Kiplinger says, "You 
haven't - don ' t have to look tar. After all, llr. 
Mooney came around and tried to sell it to me. " 
So - I mean with their offices ell over they can­
one dey they can start the rumor in London, General , 
Motors; the next day, start it in Germany; the 
next day, start it in ~a~is, start it in Barcelona, 
every place they ' ve got offices . 

Be's in charge of the export business. 

Oh yes, entirely . Witb. a plant 1n England, one in 
Germany. So I mean you won ' t have to l ook mucb. 
furtb.er. 

hxcept that it bas a broader base t han that now. 
It ' s coming from otb.er • •• • 

Be still wants an open gold market. 

But for the reason, t oo - at the present tb.at's 
what b.e say s - tb.at ' s what he told tb.e President. 

But then when I 8 ant Smitb. back to 8 ee Barry, to 
pin him down - that ' s Jus t window dressing. 

That ' s right. 

What they want is to raise the price of gold. 

Who is Sai Ui? 
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Pardon .11.e? 

.Vho is Smith? 

He's - I don' t know whether he ' s an economist or 
st atistician. 

lie • s neither. 

He ' s the fellow that plays around with foreign 
exchange and gold for Mooney, and has a starr. 
He's directly under Mooney. Whole series of 
letters . ~bat is he? Is he a statistician? 

He says he's not an economist. 

Foreign exchange. 

He says he deals with foreign trade, and I gather 
his chief' experience is that of an export sales 
manager. 

He's a good one, too? 

Who, Smith? 

(Nods yes) 

Very confused on •• •• 

Awfully confused . 

anything else, Harry? 

No, t hat ' s all. 

l think it was Just about last April they were going 
t o bring criminal procedures against you for buying 
gold at $35 an ounce. 

The markets haven ' t developed anything since tbe 
early figures. 

Xou saw Mr . Sloan's very pessi.ll.istic statement today 
on the outlook for ' 39? 

(Hods yes) 
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"bat are we coinc to do about in'Yestinc Oo'Yeruaent 
life insurance funds ? 

Oh, I 1d like to sit down and talk to you about it 
a little bit . I don•t want to do it Just today. 
I've sent Barris up to New York to try to cat the 
s tory or what's behind this treaendous turno'Yar tllat 
took place last week, s omethinc which I don ' t UDder­
stand. I aean I think the situation is so much 
better than they will e'Yen tell ae, see? And -
couldn't I, if I wanted to, give those fellows a 
two percent note tor the ti.ae b ei .. ? 

I think so. 

Wllat? 

X tMnk so. 

Because I think that we might need a little money 
maybe in August to do a little buying . When is 
that money available? 

15th. 

I'd give them a two percent note and keep that there, 
put it in the "kitty." 

All rigbt. 

I think it' s a mistake to buy now, tor their sake. 
I think we•ll buy low later on. 

V er:r easy to buy •••• 

I think they'll buy low later on, probably . 

Probably wben you do buy, unless it ' s on a declininc 
market, you ought to sell the Civil Service bonds 
at the same time . 

You mean on a risinc market. 

Unless it' s on a falling market. You shouldn't 
sell the Ci'Yil Service bonds on a falling market. 

Tbere a.re no orders to sell. 
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No, but I say if you buy in the urket for Gover011ent 
Life and the market is stable, then you should sell 
a t the same t ime the CiTil Service bonds, That would 
offset it. 

That's right. But I'd like to sit tight for a little 
while and just watch this thing . 

All right. 

I had a conference with the T. V.A. officials and 
s ent you a memorandum on it. 

Oh, their fina.nc1ng? 

Yes. .Lt ' s a very SID all amount, but you have no 
authority tQbuy t hose securities under the section 
under which they intend to i ssue. 

I have none? 
• 

No, sir. So I 1 ve suggested, as a way out, that they 
att ach an amendment to this deficieocy bill - have 
Senator Norris do it on the floor of the Senate -
combining the two sections in the Act which give 
them authority to issue their obligations. It's 50 
million dollars in each section. Under Section 15 
under the old Act you have no authority to buy, and 
the bonds issued under that secti on will have the 
circulati on privilege and tax-exemption features. 
· he ones to be issued under Section 15- A you may 
buy , and they 're just like the other obligati ons 
t ha t are guaranteed as to pri ncipal and interest. 
Now, if we repealed Section 15 and combined the 
author! ty wi. th that in Section 15-A, that would 
make a hundred million dollar revolving fund, and 
you could buy those securities and refinance them 
i n the market. 

but they wouldn't have the circulation privilege. 

No, that section would be repealed . 

•nat else would you repeal? 

Full tax-exemption. 
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~.s. 

~ou still think or that as ••• • 

They went back to talk to Lillientbal. lhe onl7 
difficulty is tbe T.V.A. investicati on on the Rill. 
Don't know what that would brine up ir you broucht 
up tlla t lllllendaent on the floor . 

Well, will you and Mr. Taylor and Mr . Olipllant 
handle that ror ae, please? 

All richt. I' 11 know tod&)' as to wllat course th.,-
want to pursue. ""' "'" .. . _ 

'"" -Sounds sensible to me . Will the three or you handle 
it? 

Bell : ~es . I•ve talked to Mr. Taylor before about it. 

a.II.Jr: 

Bell: 

MeR: 

H.ll.Jr: 

rute: 

H.l&.Jr: 

llbite: 

R.K.Jr: 

Haas: 

Gaston: 

H.M.Jr: 

Haas: 

B.M.Jr: 

f&7lor: 

B.ll.Jr1 

Aeything else? 

That ' s all. 

(llods nothing) 
' 

Aeybody want to ma.ke any succestions tllat read the 
speech in Gaston' s office? 

Berman bad soae. 

Yes . 

Oh, you know about thea. 

Yes, I know about the•. 

I haven' t read it. Do I still nave the cllance? 

Yes. 

~ou llave a chance to read it, but you won' t llave &IQ" 

chance to ll&ke 81Q" succeetions . 

O. lt . 

Row about you (Taylor)? 

Raven•t had a chance to read it. 

~ else? Well, it Gaston and White will 
stq DOW pl .. H• 
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~ .• Jr• 
ji;~~ld . 
!lllneom: 

~. ·:.Jr : 

R: 

?.. ~· .Jr: 

R: 

H.:.t .J r: 

R: 

H. '.! . J r: 

R: 

i'. :!.Jr : 

:\: 

f! . !!. J r: 

R: 

f!.:J.Jr : 

~: 

~. !.: .Jr: 

Hello. Hell~ Ransom. 

233 
June ~, 19~8. 
10:47 a.m. 

Over the weekend, rather late Saturday afternoon, 
at my suggestion, Cy Upham gave me a, very clear 
statement of the three pointe at issue between 
these three groupe that have been d tscussing bank 
examination. 

Yes . 

And that is perhaps the fir st time that I have gotten 
clearly, 1n my own m1nd, Just exactly what wae being 
discussed . 

Yes. 

That is where we were not 1n agreement with one 
another. 

Yes . 

That memorandum, I passed on by messenger Saturday, 
afternoon to Ur. UcKee and !Jr. Davi s, who have been 
represent i ng the Board in the matter . 

Yes . 

And I got it back on my desk rrom them this morning 
showing that both of them had been over it. 

I see. 

We have a meeting this morning at eleven thirty. 
Ur . Eccles has been out of town for the past three 
days and Szymczak 
for a day or two , and this will be the first time 
we've had en opportunity to discuss it with the 
whole Board 1n the light or where we've gotten t o 
at the present time. 

Yes . 

And I would like, eft~r that meeting, to communicate 
with you, and tell -

Why don ' t you do it at lunch tomorrow? 

At lunch tomorrow. 

I'll hold 1t till lunch t omorrow. I won ' t act 

• 

Regraded Uclassified



( 

R: 

!l . l! .Jr: 

R: 

!I.!J .Jr: 

R: 

H.U.Jr: 

R: 

( 

( 
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until I aee you and Eoclea at lunch tomorrow. 

Thank you veey atuch. 

I'll eee you 1n plenty of time. 

All right, thank you. 

But I want your cooperation. 

.Hl right. 

'l'h.ank you. 

'l'hanlte veey much. 

• 
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Subject: 

Present: 

TREASU"Y D EPARTMENT 295 
INTER O"PPC& COWMUNic:ATION 

fAT. J\Ule 131 1938 

1n Seoret&rT Jlorgentbau 1 e ottioe 
on June 13, 1938, at 11:30 a ••• 

Keane tor securing adequate tood tor those on reliet 

Seoretar7 Korgenthau 
Dr. Parran 
Kr.Haae 

Secretary Korgenthau read a list ot commodities purchased 

l ast week br the Federal Surplue Commoditiee Corporation, oop7 

ot which i s attached. The Secretary remarked that one could 
acareel7 call that list a balanced diet, 

Secretary Korgenthau pointed out to Dr, Pa.rran the need 

tor giving some publioit7 to the toed requirement• ot tam1lies 
on rel1et, 

Dr, Parran replied that Secretary Wallace was opposed to 

g1v1ng this matter publioit)", and added Seoretar7 Wallace bad 
stated the reason was that the States and looal reliet tunde 

aJ.ght dry up entirely it it was telt the Government was com1.ng 

to t he aid br supplying tood rel1et. 

Secretary J.lorganthau said he thought Secretary Wallace ' • 
objection was more tundamental in that it related to the suooeee 

ot the whole program tor agriculture in the laet tive 7eare. 

Secretary Korgenthau etated the President had indicated 

•ery strongly that he would not let people starve. But people 

aotuall7 are starving, and $100 m1111ons would go a long wq 
toward improving this ei tuation, and more might be spent U' 

neoeaaar;r , 

Secretary Jlorgenthau reported he had an idea over the 
week-end - that the District ot Coluabi& might be used ae an 
example in illustrating the inadequacy ot a tood auppl7 tor 

persona on reliet, In the oase ot the Dietr1ot, the probl em 

ot State and local reliet tundl would not be involved, and in 

add1 tlon the ei tuat1on here ie about ae bad u that 1n Clenland. 
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s.cretar7 Jforgentllall - 2 -

Dr. Parr&D oonov.rre4 1alat the leoreia1'71 ' 14ea wae u 

excellent one, aJI4 etate4 be wo1114 prooH4 at onoe ~ 10t 11p 

a prcJect tc eeo'lll'e 1be DOOOIOaJT 111to~Uoa 111 t:h rosu-4 to 

the too4 ooneu.pUon, eto., tor rol1et taau1 .. - Dr. ftanlq, 

Chief of the Bureau ot Boae Eoonoaioe, to oooperate w1 t:h 

Dr. Parran on tlw proJeot. 

Dr. Parru tawre4 1nolucU.ns eoae other o1 Uee 1a 

add1 t1on tc the D1etr1ot 1n the outline ot the propo .. tt 

progra.a of etu4T. 

Dr. Parr&D asree4 to turnieh the 8eoret&r7 w11:h an out­

line of 1be propoeed p.roJeot w1 thin the next tn 487•· 
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Federal Surplus Comaodltlea corporation 
811.11118>'1 of CoJI:liOcU t1ea Procured -

JU17 1, 1937 to June 8, 1938 

: JU17 1, :April 28, llay 5. lla7 12' : llay 1;. liar 26, June 2, Total 

CoJU~ocllty Unlt : 1937 : 1~8• 
:to 

1938 1938 : 193 1938 1938 
Julr 1, 

:to April 29,: to 1 II, !lAy 11, to llay 18,: to llay 25, to June l, to JUDe 8, 1937 

. 1938* • 1938 1938 193!1 . 1938 1938 1938 
to June !1, 

193'A 

A pol eo ! Or led) Pounds 111, '<119 , l00 144,000 180,000 - 111 ,W .1oo 
Appl ee Pre ah) Bushels 5 ,603, 118 116 , 200 7.800 2,'<oo 5. 0,0118 

Aorioote (Drled) Pounds 2,990,000 - 2,990,000 

aeana !Dried) Pounds 52,990,000 1150,000 i<oo,ooo 100,000 2 ,090,000 60 ,000 56,090,000 

SeMI SMp) Bushels 9.000 6,480 15,1180 

31.1Utr Pounds 8 ,320, 208 918,ollo 753,1!28 513,712 66, .544 1,11~1,152 1, n11=;o32 ~~"'54 ,536 
Col>bege Pounds 10,16l, 386 7,020,000 5,SOS,OOO 7,272,000 1,29 ,000 1,9 8,000 96,000 33. 25.~86 

Celery Crates 16 ,54q 6,570 20.075 2,555 - - 195. 110 

Cotton rabrlo Yards 629,536 26,279 92,000 l<oo 2}7,67!1 91!5, !193 

Cottonseed oll Pounds 9,780,000 9. 780,000 

~· (S~ell) Cases 270,164 270.164 

?lour Berre1s - 7,000 ~ · 000 l21t,800 134,800 

Grapefruit Boxes 155,1199 118,000 69,000 lt!!,OOO 3 .500 lt2,olt2 11! ,500 U8,nl 

Gra_petrult Julce Cases 110. 500 11,660 It~, 6o 

Vra;~ea Tons 7.915 
,915 

M1li (Dry akllll ) Pounds !1 , 6112,250 - 7 . ~110,000 - 16,582,250 

U1lk (Fluld) Quarts 1!,082,385 1159,090 1172,325 41!2,5811 11911 , 587 77.520 497,11!4 10,965,675 

Onlona Pounds 3, 000,000 - - - - 3,000,000 

orange a Boxes 1,563,626 87,5llt 71!,972 119 .9311 31,21!0 13,1!60 10 ,1611 1, 835.350 

Pa~er bnge Bags 8 ,1100,000 8,1100,000 

Peachu (Dr led) Pounds 2,5311,000 
2 ,5311,000 

Peart (l'reah) Boxes 317.982 
317 ,982 

?eas !Canned) Cases 927,026 
927,026 

Peu Dried) Pounds 6,000,000 
6,000,000 

Potat oea (S•eet) Bushels 440,3olt 
440, JO'I 

Potatoea (lhlte ) Bushels 11 ,1119,756 117.325 63.365 7.337 - 1>,3~7,71!3 

~otato etarch a. tlour Pounds 2,561,l20 280,280 
2,1! 2,000 

!'Nnea (Dr led) Pounds 45,105, 50 l,'<oo, 000 - 96o,OOO l!l,465.650 

!Uee (lUlled) Pounds 70 , 550.000 3.36o,ooo 2,080,000 560.000 - 7 ·~50,000 
tobacco Pounds - 1,000,000 - 1,600,000 2, 00,000 

Tooatoea (Canned) Cases 50,000 - I 
50,000 

Treasury Department, ])lvlelon or Research and Stat1st1oa. June 13, 193 

• Dotea ahown are thoee reported by Federal surplus Collll1lod1t1ea Corporation. Aotul\lly, howner, no purehaoee han been 
counted twice beoauae or thle dlaerepanoy. 
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J'Oll IJQIEDI.A!J BIT I*SI. 
llond"!• June 13, 1938. 

'IUASUilT DIP.lllftiD! 

Preae Sorrtce 
Jo, 13-63 

2S3 

Socrotl'.r'1 ot the !rreaoury llorconthau todq announced the final wbecrip­

tion and &1lotmont ticurea with r eapoct to the current of terinc of ~3/4 porcont 

Treaoury !onde ot 195&-63 and 1-1/8 percent ,Troaaury Notee ot Ser1oe ._1943. 

Subacr1p t1ono and allotments wore d1v1do4 ..eng the aeveral 7oderal Roeono 

dietrich and the !rroaeUl')' c.a follow•: 

7odoral Roeon o 
D!etrict 

Boa ton 
llew York 
Ph1la4olpbia 
C1ovo1an4 
1Uchmon4 
Atlanta 
Chic040 
St. Louie 
lli nnoopo lie 
XMIOI City 
Dallal 
Son rronchco 
Treaaury 

'l'O'LIL 

federal Reaono 
Diatrict 
Boa t on 
Now York 
Pbi1a4o1pbia 
ClCYolMd 
Richmond 
Atlnnto. 
Cbicogo 
St. Louie 
llinnoopo1h 
lrJit•• City 
DcUaa 
3M Prnncheo 
Troaaury 

'<>-3[4 PII!Cill'l' TU!SURY :SOHDS OJ 195&-63 

Juno DOtoa September DOha Total 
o!!?J>anGed. exch•n.~:od oxchon~l 

$ 22,296,900 $ 8,610 ,550 $ 30,907,450 
405,885,800 ~.970,550 656.856. 350 

4, 752,100 7,219,600 11,9?1,700 
5,416,300 15,896,950 21,313,250 
5,702.800 6,160,650 10,863,450 
3,083,900 2,711,900 5,795,800 

73,070;800 36,698,400 108,769,:00 
12,999, :00 2 ,741,650 15,740,850 

3,247, 100 3,950,150 7,197, 250 
7 ,831,000 7,010,950 14,841,950 
5,946,900 930 ,600 6,877, 500 

18,356,600 6,342.450 23,699,050 
3,150,800 

$6?1, 740. 200 
865,000 

$347,109 ,400 
4,01.5,800 

$918, 849,600 

1-1l8 P3Rmm "mASURY ~ or mas A- 1943 

Juno notes Sc-ptombor no t oe Total 
exe~>an«ed oxclwui:od oxchan«oe 

2 ,551,000 5,549,000 8, 100,000 
,21, 659. 300 ·212,617,300 234, 276 ,600 
,1, 262, 300 3,162,900 4 ,425 , 200 
2.423,:00 3 ,160,000 5 , 583, 200 

230,000 379,400 609,400 
2?5,500 441,000 ?16,500 

1,634, ?00 3,496,?00 5,331,400 
3,620,100 922,400 4,?42 , 500 

254,500 11?,700 3?2, 200 
200,000 760 ,200 1,030',200 

569,000 71,000 640,000 
9?6,500 909 ,400 1 ,885,900 

1?,500 51,000 68, 500 

' 36,153,600 • 231 .620,000 • 267, 701 , 600 

Total June DOtoe o:rchnngod ••• •• , • $607 , 893,800 
Total Sopt cabor DOte& oxchtulco4 

total oxcbnngo• • • • • • • • 

' 
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( 

Co::eodlt;r 

•~•l•• (Drled) 
1;;,1es (?reoh) 
,\;rlcots (Dried) 
sOon• (Drled) 
: .. ns ( Snap) 

Butter 
C.bbll6e 
Celery 
Cotton Cnbrla 
Cottonseed oil 

!:£~• (Shell) 
flour 
Graoerru1t 
Grooerru1t Juioe 
GraPes 

J:llk (Dry sl:lm) 
i!Uk (i'lu1d) 
Dn1ona 
Or&nt;ea 
?a, er bn3s 

Penches (Drl ed) 
Pears (l'r esh) 
?e&s (Crumed) 
Peas (Dried) 
Potatoes (Sweet) 

Unit 

Pound a 
Buebele 
Pound a 
Pound a 
Buehele 

Pound a 
Pound a 
Crate a 
Yarde 
Pounds 

Oases 
Barrels 
Boxes 
Oaaee 
Tone 

Pound a 
Quarto 
Pounds 
Boxoa 
Bag a 

Poundo 
Boxea 
Casu 
Pounds 
Bushelo 

Potatoes ('i'lhi te) Bushsle 
Potato starch & tlour Poundo 
Pl'llnea (Dried) Pounds 
illce (J.:Uled) Poundo 
Tobacco Pounds 
To-..atoea (Canned) Caau 

{.,- 11 - 3 <t 

Federal Surplus Cocoodit i ea Corporation 
SUmmary of Coccod.1t1ee Proaured -

July 1, 1937 to June 8, 1938 

Jul7 1 , : Aprll 21!, : 11&7 5 , : 11&7 12, : Ua;r 19, : !la7 26, : June 2, : Tot&l 
. 1937 : 19JS" : 19Jll 1938 1938 : 1938 : 1938 : Jul7 1 • 
:to Aprll 29,: to 11&7 4, :to l!aJ' U,·to L1a7 18,•to L1&7 25,'to June l , 'to June 8: 1937 
: 1938• . 19Jll . 1938 : 1938 . 1938 • 19'" 1938 ': to June 8, 
. : "" 1938 

8,320,201! 
10,167. Jlltl 

166,54<? 
629.536 

9 . 71!0,000 

270,164 

155.499 

7,915 

1!,642,250 
8,062,385 
3,000,000 
1,!)6},626 

2,534,000 
317,91!2 
927,026 

6,000,000 
440,304 

4,149. 756 
2 .561,720 

45,105,650 
70,550,000 

50.000 

-
450.000 

918,04o 
7,020,000 

6,570 
26,279 

48,000 

11!0,000 
7,800 -

400,000 

753.828 
5,80l!,ooo 

20,075 

-
69,000 
40,500 

472,)25 

76,972 

117.325 6),365 
21!0,21!0 

- 1,400,000 
3,36o,ooo 2,oso,ooo 

2,400 

100,000 

513.712 
7,272 ,000 

2.555 
92,000 

7,000 
48,000 
4,660 

7.337 

560,000 

2,090,000 
9.000 

-
6o,ooo 

6,118() 

- 14,773.700 
5,660,<>4l$ 
~.990,000 

56,090,000 
15,118o 

663,544 1,451,152 1,7J4,052 14,354.536 
1,294,000 1,968,000 96,000 33.625.386 

- 195.74o 
400 237.678 985,893 

),000 
37.500 

-
124,800 

42,042 

- 7. 9110,000 
494.587 477.520 -

31.21!0 13·,1!6o 
8 ,400,000 

497.184 

10,164 

9. 7&:1,000 

270,164 
1}4,800 
418,541 

45,160 
7,915 

16.~2.250 
10,965,675 

3,000,000 
1,835.350 
8,400,000 

2,534,000 
3i7.91!2 
927,026 

6,000,000 
440,304 

- 4,337.783 
2,l!42,000 

960,000 47,465,650 
- 76,550 ,000 

- 1,000,000 - l.6oo,OOO 2,&00,000 
50.000 

t reasury llepnrtcent, Dhls1on ot Ruearoh &n4 Stat1at1oa · June l3 • 1938. 

• Datu shown are those reported by Federal Surplus Co~~t~odit.1es Corporation. ..t.otual.l7, bowenr , no purcbaaeo MYe been 
counted twice because or thi s d1oorep&n07· 

• • • 
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' At lunch to-da7 the President said, •I hope we get 
the 212 milli on 1n the bUl. We need that extra 110ne7 to 
spend" . 

************ 

I got Kr. Hill approved b7 the President to succeed 
Bill W¥ers. 

300 
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MORGENTHAU SAYS HE HAS HAD NO CONTACT WITH 

KENNEDY ON MONEY MATTERS - TREASURY BILL RATE 

CROPS 3. 3o 
WASHN - SECY MORGENTHAU SAID TODAY < 

<:; 

"" THAT HE HAD HAD NO CONTACT WITH JOSEPH P ... 
KEN NEDY AMBASSADOR TO GREAT BRITAIN ON THE ~ 

SUHJECT OF A NEW MONETARY OR DEVALUATION ~ 
AGREEMENT SUCH AS HAS BEEN RUMORED IN NEW YOR K 

ANO LONDON 

WHEN PRESSED FOR A FURTHER STATEME NT THE 

SECRETARY REPLIED -HAV ING HAD NO CONTACT w r TH 

MR KENNEDY ON THAT SUBJEC T 

THAT STATEMENT-

I CAN-T GO BEYOND 

SECRETARY MORGENTHAU AGAIN DEPRECATED DE-

VALUAT ION RUMORS BUT SAID THAT HE HAD NOT HAO 

TIME TO INVEST I GATE TtiE SQU~E....!!f.J..lil!!! IJ 

-THERE ARE SO MANY PEOPLE WHO CAN START 

TH ESE RUMORS AND MAKE MONEY ON THEM THAT I 

GUES S THEY WILL JUST GO ON - LAST YEAR THE 

RU~ORS WERE THE OTHER WAY ANO I T TOOK THE PRESI­

DENT ANO MYSELF A MONTH TO CONVINCE PEOPLE THAT 

WE Wl REN - T GO I NG TO DROP THE PRICE OF GOLO -

FINALLY WE CONVINCED PEOPLE THAT WE MEANT 

WHAT WE SAID- THE SECY REMARKED 

THE SECY SAIO THAT THE SPEECH WHICH HE WILL 

DELIVER AT TEMPLE UN IVERSIT Y WHERE IS TO 9£ 

GIVEN AN HONORARY DEGREE JUNE 17 WOULD BE 

~NT I TLED -THE ROAD AHEAD- BUT HE DECLINED AT 

HI S PRESS CONFE RENCC TO DISCUSS TH E BUSINESS 

OUTLOOK - HE ADMIT TED THAT HE HAD BEE N RECEIVING 

WEl KL Y SALES REPORTS FROM SEVERAL INDUSTR I ES ON ----
A CONF IDENT IAL BASI§ -FOR MY GUIDANCE AND FOR 

IH E GUIDANCE OF THE PRESIDENT- BUT HE REFUSED TO 

SAY WHETHER THE SC REPORTS INDIC ATED A SUMMER 

SHUTDOWN IN THE AUTOM OBILE INDUSTRY 

TH E DISCOUNT RATE ON TREASUR Y BILLS 

EVIDENTLY CROPPED TO A NEW LOW FOR ~~~ 000 

DLS OFFERINGS TODAY WHEN NEW YORK BANKS B IO FOR 

AN ISSUE OF TRE ASURY BILLS AT AN AVERAGE DIS­

COUNT OF 0 027 PC AOAINST 0 042 PC ON A 

S IMILAR ISSUE A WEEM AGO THE SECY ANNOUNC£0 

UNOERS£CY ROSWELL MAGILL WI LL HAVE A FORMAL 

STATEMENT ON HIS FUTURE POSI T ION IN THE TREASURY 

WH EN HE RETURNS FROM HIS VACATI ON JULY 5 SECY 

MOAGEHTHAU $AID 
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!RL\SilaT DIPAJIND'f . 
'lalhl.ngton 302 

toll JIOIZDIAD J!IJJ;AS!J, PrUa Sonice 

IlonA&· Juno 13, 1938. No. 13-83 

socretnr7 of the Treuury llors=tbau todq announced tbe final aubacrip-

tlon and allotment tiguree with respect to the current offering of 3-3/4 porcont 

freal\lrY Bonds of 195&-63 and 1-l/8 percent Troa8U1'7 lfotee of Serioa ~1943. 

Subscription a and allotmonte wore d1 rldod 8110Dg the aneral. J'odoral Roeone 

dietricts and tho Troesury ns tollowe: 

Fodorol Roeorvo 
D!at rict 

Booton 
llow York 
Pb1ledo1ph1a 
Clo•ol.am 
Richmond 
Atlanta 
Ch1e11,10 
St. Louis 
Ill nnOI.'IpOlil 

Ionaaa Ci t7 
Dellaa 
San FrMeilco 
Treaolll')' 

!'O!J.L 

l'adoral Rosono 
Dlatrlet 

Boa ton 
New York 
Philedolphia 
CloToland 
lUcbmond 
AtlMtn 
Chi coco 
St. Louis 
ll! nnoapoH o 
Een1~1 Cit)' 
Drllaa 
SM FrMciaco 
!rcn&Ul')' 

3-3/4 PliRCmll' mASURY J!OIIDS OJ' 195&-63 

Juno notoe Sept ember notoa Tota1 

oxcban«ed oxeh•no~~:od oxcho~o• 

• 22 ,296, 900 • 8,610,550 • 30,907,450 

405,885,800 250,970,550 656,856,350 

4,752,100 7,219, 600 ll, 971 , 700 

5,416,300 15,896,950 21,313,250 

5 , '/02,800 5,160 ,650 10,863,450 

3 ,083,900 2,711,900 5 , 795,800 

73,0'10;800 35,698,400 108,769,:000 

12,999,200 2,741 ,650 15,740,850 

3,247,100 3,950,150 7,197,250 

7,831,000 7,010 ,950 14,841,950 

5,946,900 930,600 6,877,500 

18,356,600 5 ,342,450 23,699 ,060 

3,150.800 865,000 4,015,800 

$671 ,740' 200 $347,109 ,400 $918, 849, 600 

1- l/8 PERCENT TRSASURY NOTES OF SEaiBS A-1943 

Juno ootee Saptombor notoa Total 

exchtln«od oxehall«cd ezcl!al!goa 

2,551,000 5,549,000 0,100.000 

21,659,300 212,617 ,300 234,276 , 600 

,1 , 262,300 3,162, 900 4,425, 200 

2 .423,200 3 ,160,000 5,583,200 

230 t 000 379 0 400 609 I 400 

275,500 4-11,000 716,500 

1,834,700 3,496 ,700 5 ,331,400 

3 , 020,100 922,400 4,742 ,500 

254,600 117, 700 372,200 

200,000 750 ,200 1 ,030,200 

569,000 71,000 640,000 

976 ,500 909 , 400 1 ,085 ,900 

....,...-=,....,..5;<>1;-t';Eooo~ 68, 500 
t 23l,6Zll,ooo t 267.781,600 

Total June no toe oxc:hoDgod , , • • , , • $607,893,800 

Total. Saptoabor ootea oxc:hoDgod 
TotcU. oxc.b.ongoa • • • • • • • 

-oOo-
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TREASURY OEPAI'IfTMENT 

IHTCII OP',CC CONNUNICATlON 

••'" June 13, 19315 

TO Seoretar~~~ntb.au 

l.!r. Ha~ rCOM 

Subject: The Bue1neae S1tuat1on, weak ending June 11, l93S 

Buma&rl 

at t ention on tbe more opt1m1at1c tall outlook. 

(1) Sene1t1ve commodity prioee show some eVi­

dence of a turn in tbe general trend baaed upon 

substantial improvements in the euppiy outlook t or 

many commodities and en an apparent ohange in apeo­

ulat1ve sentiment toward the trend of oommod1ty 

prices. 

(2) The belief 1a growing that the Gonrll.llant 

recovery program will before long become an impor­

tant factor in commodity prioea and bueineee activ­

ity. 

(3) Some tentative eigne of business iarpron­

ment haTe begun to appear in certain eeot1ona. 

(4) Automobile output ia holding up better 

than earlier toreoaete had suggested, and expecta­

t ions tor July are being rev1eed UPward. 

(5) The prospect haa become more favorable 

tor a downward adjustment of eteel and automobile 

prices, which would tend tow.rd elg)allding produc­

tion. 

(6) A leTel of consumption wbioh continues 

about 10 pointe higher than the current lnel of · 

industrial produot1on prov1dee a etrong baeie tor 

inoreaaed produotion aa soon as inTentoriea haTe 

reached a prope.r adjustment with sales. The 

point ot adjuetment 1e largely a paycholog1oal 

one, and may be reached eoon it oommod1 t Y pricee 

continue to riee. 

• 
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Seeretarr Korgenthau - 2 

The current bue1neee trend 

'!'be lfew Yorlt TiMe index, for the weelt ended June ~. 

declined to a new low for the 711ar at 75.1, oo.-pariag with 

75· 7 duriag the prn1.ou. weelt, Deol1nee in eteel output and 

automobi le production more than offset a aharp t.proTeaent 

in ootton mill aoti T1 t7 and eome r1ee in oarload1 ~·· ror 

the following weelt , the index will be faYorablr atfeoted b7 

a ri se in automobile production t o 4o,200 units, ae OOliPared 

with 27,000 unite duriag the weelt of June 4. 

The price eituation 

The upturn in eenai tin oo111111odi t7 prioee th1e 11011th, 

considered in the light of endenoe that baaio euppl7 oond1-

t1ons are iJIProYiag f or a nuaber of oOIDIOd1t1ee, prortdee 

an i 11portant etreagthen1Dg faotor 1D the bueineee outlook, 

Previous upturne, notabl7 thoee on the President'• prioe 

statement 1n PebruarJ and on the announcement of the reooY­

erT program 1n April, were baaed 110re on epeoulat1Ye poee1-

b1litiee than on fundamental iliPrOTIIMnt. During the current 

week eome weakening of the dollar hae ooourred, though not ae 

pronounced as in the two 1netanoee mentioned, 

I t 1e logical to expeot eome set baolt in prioea during 

the next few weelte, followlag a 4-perosnt riee i .n 10 da71 in 

the Dow-Jones tuturea pr1oe index. ractora which malta f or a 

strengthening in t he general trend of ooiii!DOditJ prioee are 

these: 

(1) A direct etiaulus Ifill soon be ginn 

to pricee b7 Government purohaei ng of mater­

ials under the spend1ag program, and by an 

increase in oonsuaer purohaees reeult1ng troa 

W.P.A. and r elief expenditures. 

(2.) Production ourta1laent for a nuaber 

of ooamodltiee ehould soon ell:llrt a strengthen­

ing influence on oo..odlt7 pr1osa. 

(3) The effeot of the increaee in excese 

banlt reservee ehould eooner or later operate 

to raise oommod1t7 prioee , partioularlJ ~en 

business aotivitr and deposit turnoYer in­

crease. 

(~) Depleted 1nYentories, ooupled with 

bUJing in anticipation of a fall bueineee lm­

proYement, ehould operate t o raiee ooaaod1t7 

prices. 

' 
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secretary Uorgenthau - 3 

Large supplies of agricultural products will continue 

n depressing taotor, though t heir efteot will be minimized 

by (1) Government loans1 whioh will tend t o pr event declines 

from current levels; (2J reoent unfavorable crop develop­

ments tor cotton and reported orop damage to wheat; and (3) 

the t act that by the end of July the peak of market pressure 

r roo the hedging of t he lar ge wheat orop will probably be 

past. 

Some improvement in South 

some tentative ei gne of r egional business improvement 

appear in the trends of department store sales (See Chart 1) . 

In t he 11t h (Dallas) Federal Reserve diatriot an improvement 

ln recent weeks has been partioularly marked. The Kansas 

dlstrict showed a sharp upturn last week. In t he 6th and 

11t h d1stri ots, which include the larger part of t he southern 

region, sales are continuing noticeably better than for the 

country as a whole. 

A recent l etter from Ur. Keller, president of the 

Chrysler Corporation, ment i oned that 1 i n some secti ons of 

the country business seems to be muob better than it is i n 

others.• We note that steel aotivi ty in the South hae been 

running at a rate t wi ce aa high as the average, operations 

currently belng about 52 percent of capacity, as compared 

wit h t he nati onal average of 26 peroent. In other depression 

periods, Southern output has at times been below that for 

the country as a whole, due to the preponderance of heavy 

steel manufacturing in that s eotion. 

The ateel situation 

The widening price dispari ty between steel prices and 

other commodity pri ces in r ecent weeks has been accompanied 

by a drying uo of new orders tor st eel . For the week ending 

June 1 , new orders or the U. S. Steel Corporation reached a 

ne~ low for t he year , equivalent t o about 22 percent of 

capaoity. The rate of ateel operations has accordingly de­

clined, running thi s week and last at 26 percent of capacity. 

Operati ons have been maintained somewhat above the level of 

new orders because of some aurolua of orders previously 

booked. -

Steel companies arB sai d t o be coming to the conclusion 

that price reductions may be necessary tor stimulati ng de­

mand, following the obvious failure of their announcement or 

unchanged pri ces to release the suoposed pent-up volume of 

orders. Prioe- ehading on various steel products is reported 
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t o be inoreaaing. The atead7 decline in ateel operation• 

and el!lpl oyment , with t \lrther ahutdowna 1n prospect, are g1 v­

ing oonoern both to ateel execut1vea and labor leadera, and 

i ncreasing the proapeot ot aome cooperative arrangement be­

tween labor and 11&1\agement that will lead to a reduction 1n 

fourth- quarter prices. 

With operations at present low levels, furthermore , it 

i s becoming increasingly d1ttioult tor ateel companies to 

justify in the eyee ot ateel buyers and the public the 

maintenance ot pr~oee at a level higher than at any time 

since 192~. Pressure tor a reduction will undoubtedly oome 

trom the automobile OO=Paniea aa soon as they are ready to 

pl ace their steel orders t or 1939 ~dele. 

The widespread postponement ot eteel buying on the ex­

pectation ot r educed prices aay r esult 1n a heayY volume ot 

orders When pr1oea are reduced. Commenting on the similar 

situat i on in the pig iron market, the Journal ot Commerce 

menti ons t hat 1 at no time i n h1atorr have buyers eo post­

poned until the laat ainute their purchases. Therefore wban 

sentiment doee change tor the better all consumers ot pig 

iron should be coming into the market at once, and old times 

will return to the pig iron market. 1 

The brightest spot i n the current steel outlook 1s the 

possibili ty ot increased orders tor steel tor Government­

financed pro jects. This week' s awards t or str uctural steel, 

'llhlle oontinu1.ng at a low level, were double those ot last 

week, and l argely t or Government pr ojects. 

Aut~bile 1 construction , and 

textile proapeote better 

Automobile sales recently have bean better than had 

been anticipated and have led to an upward revision ot pro­

duction esti~~ates tor June and July. General l!otore ' new­

oar sales during the peri od t r om Uay 21 to 31 were well 

maintained at 34, 761! unite , ae oo11pared with 30, 752 unit • 

during the period from Mai 11 to 20. 

Ward1 a Reports have raised their June production eati­

cate to about 170,000 unite, llbich oo=Pares wi th about 

195,000 unite in May. Production ot about 130,000 unite in 

July is now regarded as a reasonable poaeibility, contraating 

with r ecent eetiaatee ranging from a complete ahutdown to a 

production ot about 95,000 unite. 

• 
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A sharp increase in· construotion contract awards, as 

reported by the F. '1. Dodge Corporation tor the last period 

ot Uay, represents a continuation ot the steady improTement 

in such awards that has been tak1ng plaoe oTer the past 

several months. The inoreased total, which reached the 

h1g!l daily average of $1~.~42,000, as COIIJ)ared With 

sg,~Sl,OOO in the previous period, retlecte a sharp rise 

both in public and private projects. Public works and util­

ity awards during Uay totalled much above those ot llay last 

year, while residential awards were about 1 percent lower. 

A marked upturn in textile sales baa occurred this 

week, reported to have been stimulated by recent heayY 

Government orders tor ootton good.e. Sa.les ot cotton gray 

goods tor the week ~ere ~~tWice the Tolume ot current 

production. It is generall~elt in the trade that the low 

bide at which the Government is buy1ng its huge order ot 

aooe 57,000,000 yards ot cotton goods tor W.P.A. seWing 

rooms Will establish the extreme bottom tor oloth prices. 

Consumer demand well maintained 

The level of consumer demand continued through April 

at an e~u1valent level ot about 90 tor the r .R.B. index, 

while production aTeraged eligbtly under~ (See Chart 2), 

indicating that the time is rapidly approaching when inven­

tories Will have been reduced to a lenl that Will force a 

rise in production to meet current requirements. Studies 

ot inventory trends wtlloh we are now malting confirm the 

tact indicated by our basic demand study that inventories 

began to be reduced last October and have been steadily de­

creasing since then. 

In this chart (Chart 2) it Will be noted (1) that a 

high level ot basic demand throughout 1936 anticipated the 

rise in industrial production in that year; (2) that a de­

cline in basic demand beg1DD1.ng in January 1937 anticipated 

the later decline in industrial production; and (3) that a 

relatively h1gb level ot basic demand 1D 1938 suggests a 

higher level of industrial production later in the year. 

Among the Tarioue industrial groups, ot which the ~ 

leading ones are shown on the chart, it will be obserTed 

(1) That a low leTel ot bae1o demand tor crude and refined 

petrolewa 1D 1937 has been followed by a sharp downward 

adjustment of production. The production ot crude petrole­

um during )lay Will also be sharply lower. (2) That rela­

tively low l eTele ot production tor leather and cement 

several months ago haTS been followed by a rise in produc­

tion to the level of demand. (3) That increased production 
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ot 1ron and eteel, texUlee, u4 auto•b1lee appear to bl 
1nd1oate4 b7 t h e relaUnlr hip llnle of bal1o 4uu.4. 
The ta11ure of eteel aa4 auta.ob1le pro4Dot1oa to 1~on 
more qu1oltl7 hal appareaur bien 4ue parU7 to esoeel1n 
1nventor1ee and partl7 to r1g14 pr1oe pol1o1el. 'fexUle 
production hae been h&D41oapped b7 esoe1I1YI 1nwnwr1ee 
1n the h&Ddl of ep1nnerl u4 wholeeale aerohute, but eu~ 
8
tant1al progren 1n a4jult1ng theee 1nYentor1n hal 

reoentl7 been made. 
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TREASURY DEPARTMENT . -

INTK'ft O P'P'IC. COMMUN ICATION 

DATa JUN 1 3 1938 

TO 
Secretary Korgenthau 

,_ .. 
For your intoraat ion 

Oo AprU 28 the Pre aident aaked llr. Altmeyer , Chatman of the Social 

Securi ty Board, to gi Ta attention t o extending and liberalising the Old Age 

loouronoe ayate to pel'lli t the oOIIIIlencement ot Old Age annuities at an 

ear lier date than 1anuarr 1, 1942; the peyae:Dt ot larger beneti ts than are 

now proYidad during t he earlier years ot t he eyet .. ; the p41aent ot benefita 

ror egad wives and widowa; and the pa:JIIlen t ot benettte to young 'lhildren ot 

311 

Insured persons dying before reaching r etir .. ent ago. RecOIIIIlendatione are to 

bo oub21tted to the Preaident betoro Congreea rooonYeneo 1n 1anuary. 

llr. Altaeyer wrote :rou on ltay 17 that he w a aeiling tor Europe but 

wut ad t o discuss the situation with you attar be returned with a rtew to 

obtaioing your cooperation and t he aaailtance ot t he Covermaent Actuar:r and 

' 
members ot the Treasur;r Raaearob and Statiatic e etatt in connection with the 

ltU<IJo . 

llr. Tate and llr. Willcox , ot the legal atatt ot tbe Social Sacurit:r 

1 
I 
I Beard, have asked t o han lunch w1 tb Ed Fol~y and ae on 'l'Ueade.y to dlacu11 

tbe proposed legialat1on. 

Attached are copiaa ot t be Preaident ' 8 l atter t o llr. Altmeyer ud 

Al t.llt yer• 8 letter to you. 

Attaobmente 
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lla¥ 17 , 1938 

Tho Hcaorable 
Tbe Secret&t7 of the Treu1D7 
Washington , D. c. 
1q dear llr . Secreta171 

.... 312 

10 

I am sorcy tbiit we bave not had an opportuni ty to diacuaa 
personelly the letter of the President dated April 28, a cop,y ot 
which I ""' enclosing . This lett er, as you will note , relates to 
possible uendlllenta to t he Socisl Security Act which I ori.ginal.l;r 
discussed with ;you last September. Since t mt ti•e we beve carried 
on sustained reae..rch and IBve IBd a n111ber of discussions with tbo 
Social Security AdY1sory Council. The Covei"DIIGDt Actua17 and •••bare 
of your Research and Statistics sta!f have been kept intor.ed of the 
progress of this research and have attended •eetings of the Social 
Security Advisory Council. As our research biia progressed , it appear& 
that it will be poaeible to accomplieb some of the objectina sug­
gest ed in tho President's letter with a relatively small increase in 
cost because of other readjustment s that can be made in the present 
basic benefit schedule. 

~e recognize, of course, the Treoaur;y•a responsibi.lity as 
regards tbo financial aspects of any change in the Social Security 
Act. We also recognize tiBt any considerable extension of coverage 
of tbo old age ineurance eya~ would probably require t.portant 
.acification of the type or taxes and the • ethods of tax collection 
that would be uplo;yed. Therefore , we would appreciate it very •uch 
1f the Govemaont Actuacy and tbo Dhiaion· of Research and Statistics 
of the Treasur;y Depert.ent could give rather intensive consideration 
to Soci al Securi ty probleme during tbo. next six •on t he. 

I am going abroad on llay 18 and expect to be back in the early 
part of July. In tho meantime , of course , the research work being 
carlied on by the Social Securi ty Board staff dll go f orward. Aa 

soon as I return, I aa hopeful tbat it will be possibl e to confer 
wi tb you peraonall,y. 

51ncerel7 yours, 

c ba il'll&ll 

• 
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Y.t. Art.h\U' J. Altae)fer, 

Chall'ftan, 
Social Securl~y Board, 
Washington, D. C. 

My dear Mr . Chairman: 

April 28 , 1938 

I am ver y anxloua that in t he prose of &~lnlatratlve dutlea 
the Social Security Board will not lose elQht of the necessity of 
atudylng ways and meana of improving and extendln' the provlslooa ot 
the Social Security Act. 

~be enactaent of the Social Security Act ~arked a great advance 
in at·fordlnQ aore equitable and effective prot.ec:t.lon t.o t.he people 

of t.bis coun.try against "'tlldeapread and gr owing eeo.noclc ha 7.&rde. 

The auccesatul operation or the Act la the bea t proor that lt vas 
aoundly conceived. However, it woul d be unfor t unate if we assuaed 
that. i t. was co~plete nnd fi nal. Rather, we ahould be constantly 
soeki ng to pe r fect and otrenethen lt ln the light of our accumulating 
experience and QrowlnQ appreciation of aoclal needs. 

1 am partlcular lt anxious that the Board ~lve attention to the 
developaent ot a sound plan for liberallzlnQ t he old age insurance 
•¥•tea. In the develop•ent of such a plan I ehould like to have the 
Board give consideration to the feaslblllty or extending its coverage, 
co~•enelng the pa3aent of old-age insurance annuities at an earlier 
date than J anuary 1. 1942, paying larger beneflta th ~n now pr ovided in 
the Act tor t.hose ret l rlnQ; du.r lng the ea rlier ,v eare of the system., 
providing beneflta for aded wives and v ldowa, and provlOl ng beneflta 
for young children of lnourod per sons dying bofore reaching retlre~ent 
age, I t is ~ hope th at the Boar d will be prepar ed to submi t l t o 
recomAendatlona before ConQreaa r econvenes in January . 

Very ~ruly ~ours, 

(si~nedl ?ro nklln o. qoosevelt 
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REMARKS BY AMERICAN REPRESEtll'ATIVE CONCERNING 

SITUATION IN FAR EAST . 

June 13, 1938. 

\le have befor e u.s today for cons idera­

tion and study tile annual report of t he 

Chin9se National Government on the traffi c 

in opium and other dangerous drugs for the 

calendar year 1~6. In too past , I have 

been one of the severest critics of t ho 

Chinese annual r epor ts . I hRve cri t i cized 

them drastically , bocauso I know that t he ir 

incompleteness and inaccuracies caused t hem 

to present to the public a thoroughly mi s­

leading p~cture of the sincere efforts 

which were being exerted in China to combat 

tho drug evi 1. Today I tal<o pleasure in 

expressing appreciation of the completeness 

and of the infor mative nature of China•s 

1936 r eport . I think that t ho member s of 

tho Committee wi ll undoubtedlY agree with 

me that this report is unquestionablY t he 

best whi ch the Chi nese Government has yet 

pr esented and that it could wel l servo a.s 

a model of compl eteness t o many other 
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Oovornmonts. Dotnilod discussion or that 

report I lcnvo to my colleagues or tho 

comm1 t teo and turn nOI't to tho condition 
' 

in Chi~~ as it was in 1937 and as it is 

todey . 

In considering tho conditions in 

China today, I propose, tor convenience, 

to discuss t.l!fj-SHWf'Ot by e.roas, as 
follows : 

(1) Manchuria and Jehol, 

(2) China North ot 
River , 

tho Yellow 

(3) Central Ct.ina, 

(4) Southnost China, 

(5) Southern Chins. 

With regnrd to Manchuria and Jehol, 

!rom au or tho information that I havo boon 

able t o obtain, ·thoro lu\s boon no real or 

Oftoct ive improvement during the past yoar 

in tho condi tlons obtaining 1n respect or 

addiction, illieit import, illicit traffic 

or opium production. Tho r6gtme still 

functioning ln that aroe. promulgated an 

olaborato law and rogulatione thereunder, 

but both or these appoar to bo designed 

c 
) 

) 

solelf to secure to tho Oovornmont 

Monopoly tho profits from me.nutacturod 

drugs as well as those !rom raw and pre­

pared opium, and noithor contains pro­

visions that would tond to discourage 

addiction or would orrectivoly hamper 

promiscuous distribution. In the last 

of llarch, tho :oonopoly shops wero selling 

opium rrooly t o all and sundry without 

restrictions and without tho production 

of llOnnits. 

\Vhere is this opium coming from -

As was pointed out in this Coomittee 
last year, Chosen (Korea) has ror some 

years past boon one of tho principal 

suppliers or raw opium illicitly introduced 

into Manchuria and this movement ~~s been 

openly encouraged, aided and abottod by 

tho Oovornmont General of Choson. In 

1932, 1n reply to an inquiry rocdo by the 

American Government, the Jn~~ose Ooverncont 

str.tod th;-.t tho Oovornmont General or Chosen 

hM mdo nrrnngcments to g1 vo to tho Govern­

ments General of Tniwnn nnd Kwnntung a 

portion of the r 'lYT opium produced in Chosen 

in oxch!'.nge t or morph1n.o produced ns 3l'l 
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inc idontP.l in tho- llr'.nutncture otf 8m0kl.ng 

opium 'in Tniwnn nnd in oxch..~o t or 

morphino contlscnted i~ tho K~tung 

Lo!Uiod Terri tory. Tho r eply turthor 

stntod thnt thoro h.\d been no chP~ in 

tho policy previously tcillowod in r ognr<t 

to tho production of rew opium in Choeon' 
• 

thnt POlicy being to produce no mor o thnn 

tho qunntity noccssnry ! or consumption 

in Chosen, nnd thP.t there would be no 

incronso in the nrca devoted t o peppy culti­
vation. 

But thoro seems to beve been n quick 

c~~ in th~t policy, !or tho nron so 

cultivated r ose from 1068 hoctnros in 1932 

t o 2240 hoctnros in 1933. In FcbruP~, 

1937, tho Chosen nut horitios publicly 

admitted that they had f or somo yonrs boon 

shipping some U,OOO pounds or rav1 opium 

'lllllUnlly to l!smchur1a and stated that they 

proposed further to exploit this i llicit 

traffic, would subsidize tt, and expected 

to ndd, tn tho years 1937, 1938 end 1939 

to tho aroa already devoted t o poppy culti­

vation, sorno 995 hectares. As importati ons 

of 

) 

( 

or rmr o'l>tum from Chosen into llanchurin . . 
botwoon January and April, 1937, totalled 

29, 000 lb. it oppbnrs thP.t tho Govornmont 

General of Chosen ts continuing t o incroaso 

its contribution to tho i11icit opium 

trattic. Chosen nppo:rrs t o hnvo reported 

exports directly to Mr.nchurin ns toll~s: 

1933 .1,899 kg. 

1934 . 6, 808 kg. 

1935 .3, 752 kg. 

1936 11, 238 kg, 

The qu:mtities 'llhich vent by wcy of tho 

K\'/l\lltung Lo~.!lod Territory aro not clearly 

known. 

Opium has also been imported from 

Irnn nnd , appar entlY, rrom Turkey. In 

Longue docurnont No. O.C. l564(!) thor o woro 

embodied cortntn ~~bu1ntions (appr~ontlY 

b.~sod on tho pub11c.~tions knorm 1\8 "Annunl 

Returns of tho Foreign Trodo of llrulclulkuo" 

and ns "VonthlY Returns of tho Foreign 

Tmdo ot Ullnclulkuo •) llh1ch had boon drown 

up to sho\1 tho I.J!lport or opil.lll into llanohuria 

Md Johol . Sooo or these tables carry tho 

tiguros through 1936 and others through 1935 

Regraded Uclassified
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only. Figures bavo n01r boon published 
, . 

through 1936 ru1d, in so~o PQrt1cu1ars 
' through 1937. 

~!nation or tho published returns 

t or 1935, 1936 Md 1937 hO\'IOver i ndicates 

th:l.t the opt~ "iJ:lport~d ! rom Turkey and 

rroc Iran bas boon repor ted under tno 

catogorios, (viz. : "Opium" and "lled1c1nal 

Substances and Spicos "} so that tho truo 

valuo or opium imported into IAanchuria 

from Turkey in 1936 and 1937 is r epro­

ocntod not by the !iguros under t ho speci­

fic item "opium" but by those under tho 

gonoral category "liltldic1nal subst:mce-s and 

spices• . The imports !rom Turkey are thus 

thought to have boon : 

1935 

1936 
.M.Y. 504,475 

.M.Y. 829, 156 

1937 .M.Y. 926,814 
Similarly, the imports trom Iran P.ro thought 
to have been: 

1935 . M. Y. 360,000 

1936 . lA. y . 484, 497 

Tho Iran figures !or 1937 did not appoar in 

tho monthly r eturns p~ nro not yot ava1lablo. 

This 

- 7-

Thi s picture is someWhat d1t1'or ont !rom 

that prosentod in document O.C.1564(t). 

I run not i n n posit ion ns yot to 

pro sent exact 1' 1guroa t or tho export to 

llo.nchur1a in 1937 or Irnninn n>.w opilll:l, 

nll or which is illicit, but thoro are 
indications that tho q~nnt1t1os or such 

opium wor e greater thnn in 1936. 

Tho opi um crop harvoetod in Mnnchuria 

end Jeho1 in 1937 i s roportod to hnvo boon 

a good one. Tho poppy was cultivnt~d in 

tt/elvo or the sixtoon provincos and , !ron 

a cultivated area or 177, 000 acros, _thoro 

1m5 collected P. total quantity or 2,_796,000 

lb. or 1:2'71, 000 kilograms. A largo part 

or this cr op 11ont to supply tho heroin 

ractor1os in Hopei , particularly in and 
around Tientsin. Tho production in Jehol 

bas boon estimated at three tiDOs th!!t or 

1936. Tho crop colloctod 1n Hstngan lost 

has boon est1mntod nt double that collected 

in 1936, 

Loaguo document No. O,C. l564(g} 17h1ch 

was circulated March 1, 1930 lis ts certnin 

aroas 1n \Thich poppy cult! vat ion is t o be 
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permitted in. l938, nccordtng to tho PUb­

lication kn~ as "Tho Mancbukuo otticial 

Oazotto•. These quoted statements appear 

to bo thoroughly misleading. It is not 

cloar Whether or not such cultivation will 

bo ponnitto<l oli>ey1here an<! inquiries have 

boon ~do vrith a view to obtaining intormn-
• 

tion on that subJect . Tho conversions 
- --!rom mou t o acres in this documont have not 

r.ll boon mnde at tho usual rate of six mou 

to tho aero whereas the conversion tor 1937 

(in "Tho ~~chUkuo Government Gazette• 

No . 758 or October 1, 1936) ~ mado at the 

rato o! six mou to tho acre. This <lit!or­

onco would npponr t o render misleading 

tho comparison Vlhich nppol\rs in Leaguo 

document No. o .c . 1564(g). Tho correct . 
tiguro tor 1938 would appear t o bo 118, 000 

acres instead or 113,500. In other words , 

Loaguo doclllOOnt No. 1564(g) would seem to 

indicate nothing m r e dottntto ~hnn a pro­

posod reduction or poppy grootng aroas in 

Jehol by 50, 000 mou or 8,333 acros ~nd a 

proposed incro~.so in such aroas in West 

Hsingan o! 10, 000 mou or 1, 666 acr es. A 
• 

- 9-

comparison tor tho ~hole ot Manchuria 

an<! Johol cannot safely be made until 

turthor into~tion becomes available 

concerning Sanklnng and ~1nk1ang and 

possibly othor provtncos, . 

Furthermore, it shoUld be pointed 

out that tho aroas actually under poppy 

cultivation in Lmnchur! a and Johol have 

in the past boon tar from 1dont1cnl with 

tho authorized nroas , a tact which has 

been publicly ndrUttod by the regime at 

prosont functioning 1n that part or China. 

It is r eliably reported that, in 1937, 

52,560 Rcr cs which had not boon authorized 

thorotor woro dovotod to poppy cultivation. 

As to tho m.~utacture of narcotic drugs 

in this aron, i t i s r eported that tho Opium 

Monopoly ;,dministratton continuos to mnin­

taln nnd oporato nrrcotic drug factories in 

IAlkdon and Chongtoh, tile output or t!hich is 

tar boyond all possible QOd1cal needs or 

llanchuria P.nd Jchol , and a laboratory in 

Harbin. Tho IAUI<don factory hl\8 boon re­

ported 1\8 turning out· from 75 t o ;.oo kilo­

grams d11ily or morphine and heroi n. Tho 
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Chongtoh• !~tory is SJ;atOd to bo turntna 
out mostly baso or crudo morphine tor 

expert to ractorics at and nonr Ti entsin 

thoro to be usod 1n tho manutacturo ot 

heroin._ .Private lllmutacturo or opium 

derivati!?S has apparently mtgratod trom 

Manchuria, Johol and tho KWMtung Loasod 

Territory to Tientsin and other parts or 

Hope i Province. 

~on we coco to the abuse or narcotic 

drugs, thoro appears to be no decroaso 

nhatevor in !Janchuria or in Johol in oithor 

Pipo addi ct ion or addicti on to llBilutactured 

drugs, nor does it appear that tho business 

intoros t s concerned anticipate any docreaoo. 

Tho budget estimates tor 1936 anticipate 

that r ocoipts !rom sales by the opium 

monopoly \'till increase from tho estimated 

!.1Y 47,650,000 or 1937 to I4Y 71;045;200 in 

1936, an increase or 46 4/10'%. 

Tho "lotlnchuJruo" Opium Monopoly appears 

to have boon doing a lucrative and constantlY 

increasing business. ~ccording to a series 

or articles by 11r. Kei loliyakawa llbich was 

dircu1atod to tho membors or tho committee 

- :rr-

at this session and Which bad boon pub-

lisbOd in tho llanchuria Dail,y ~ in 

Fobruary, 1938, the monopoly, 1n tho 

ttrst tivo years or its extstenco 

(1933-1937 inclusive) expended Manchurian 

Yuan 66, 662, 556 in tho purchase of opium 

and rocoivod in payment ror opium sold 

Manchurian Yuan 134,671,662. This repre-

sent s a gross profit or ~. Tho author 

statos that in 1933 and 1934 tho oonopoly•s 

operations shoued Manchurian Yuan 22,630,345 

expended tor tho purchase or opi\113 as against 

Wanchurian Yuan 19,883,759 received in pay­

mont t or opium sold, representing a doticit 

or ~!anchurian Yuan 2, 746,566 or 12% on tho 

cost or tho opium purchased. Tho article, 

howovor , states that the operations ot tho 

succood1ng thrco yoars wero vory much moro 

succosstul , opium purchased having cost 

llanchurian Yuan 64,262,113 and opium sold 

having brought tn llanchurtan Yuan 114, 747,903 -

a gross prot! t or 76 1/$. Tho article 

states thnt 1n tho tivo yoors 1933-1937 

inclusive: tho Oovcrnmont purchased . . 
41. ooo' ooo taols or opium and sold 35, 000,000 

' ' . 
• t ao1s • • 
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tnols . It docs not s tnto what becamo or . . . 
tho balance or 6, 000,000 tnols (500,000 

lb. or 227,363 k1lograms ) . 

IVI!Uo tho funds .r>rospor, public 

health continues to sutter. 

The municipnl snnitnry author ities at 

Horbtn state t~t, in tho sovon months 

Janu".ry to July, 1007, inclusive, 1793 un­

claimed corpses 11oro picked up in t ho 

stroots and alloys or that cit y, of which 

1485 had diod as a r esult or narcotic 

addict ion. In UUkdon, police statistics 

sha'llCd 67 deaths in Novon:bor, 1937, ro­

portod t o bo duo t o rArcotic addiction. 

By October, 1937, addiction among tho 

Japanese in 1Janchur1n had tncronsod to 

such an oxtent that tho Sanitarium mai n­

tr.tnod at L!ukden by tho Kwantung 'auroau 

'rns cr011dcd and became obliged to 11m1t tts 

edcisstons to Japanoso, refusing longer to 

care r~r Chinese . Tho incro~ing addiction 

among tho Japanese is r oportod to be heroin 

nddict ton, lthtch is rnoro dit!tcul t t o do­

toot than opium smoking. I have boon 

unable to l oam or anything r eal being 

) 
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dono about tho ash heaps or !.tJkden and 

Harbin, tho r inal rest ing places or 

thousands or vtct ima or narcotic addiction 
I 

\'thlch rrer o described to you last yoar. 

In China between tho Yellow River and 

the Groat \7all, tlhtch has t or some ti.J:le 

past been controlled by tho northern 

Jepanosa arcy, condi t tons arc rar wor sa 

than they wore a year ago. A sort or ci­

vil govornncnt sot up and maintained in 

Hopei by that Pxmy took a hand 1n narcotics 

control shor tly after its establ ishment. 

The Chinese Central Governmont •s provtstonsl 
antt-opium and anti- narcotics la\78 and regu­

lations wore rescinded by ardor No. 33 or 

tho Pc.1p1ng "Provisional Govornmont" dated 

February 24, 1938. All parsons l'tho woro 

botng detained unaor theso regulations wero 

promptly r oloasod from prison. Thoro has 

boon no legal control or tho narcotics 

trado in North China stnco the beginning 

or August , 1937, and, oxcopt tor tho possible 

futuro ost abl1sbmont or a monopol y and ror 

i>OSS1blo minor Ch1noso poltco regulations, 

no control or t ho trade soocs l ikelY under 
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present conditions. Illicit traffic 1a 

nourishtng ltko the greon bay tree and 

clandestine manufacture bas incronsod 

and has extended its operations beyond 

tho wildest dr eams or its promoters. 

Tho rnnnuracturor has at his command a 

seeminglY unlimited supply or raw rnntortal 

in tho shape or erude morphine !rom thO 

"!Janchukuo" Opium MonopolY ractory In 

Johol nnd Iran1an·op1um brought in !rom 

IWUichuria. To illustrate t o you tho 

p:u-ticular interest l'lhich my Government 

has in tho continuance in North China or 

this disgraco!ul state or arratrs, I nood 

ctto but one case out or several i llicit 

tra!tic casos Which had thei~ baso end 

or igin In tho Ja~~oso Concession in 

Tientsin. 

In seizure r eports and in etntoments 

bot or o tho Illicit Tra!!tc Sub-Comm1ttoo, 

~iculars have been presented sh~tng 

bow, in a porlod or somo fifteen monthS, 

650 kilograms or heroin ~oro oxportod to 

thO Unttod St~to3 rrom the Japanese Con­

cession t n Tientsin by a single ono or 

tho 

- 15-

the several gangs operating t.n tb1s 

trade. They oxpertenced no dHttculty 

whatovor tn purchasing in that Conces­

sion o.ll or the her oin that they do­

elrod. As you are a11are , 650 kilograms 

constitutes nbout two- thirds ot tho 

entire 17orld 1 s log! t innte ne0<1 tor 

hero!~ tor a yoar . It r oprosonts, in 

~iuros, ton million grains; 

Adulterated to the lo,f; purity nOll' gen­

erallY ~mt lrt th 1n the 1111c1t tratrtc 

in tho United States, this would amo~mt 

t o ono hundred million grains or the 

adultoretod product, enough to supplY 

somo 10,000 addicts ror a ycar,--ton 

thousand o t nw countryman held ror a 

year tn a slavery worse than death bo­

cauee thoso in control or North Chins 

tail to ~mot their obligation to 11m1 t 

tho manufacture and control tho distri­
bution or narcotic drugs, l'lhile the 

Nfgimo in control 1n Uanchurie itself 

cenutncturos ~tnd supplies the raw mtor-
1al, 

Puro horoin has en illicit Tnluo or 
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one dollar per grain in the United States. 

Ten thousand poor wretched addicts pay 

three dollars per dey each for three grains 

of heroin - - t hirty thousand dollars per 

day or approximately ten million dollars a 

yoar wasted o.s a r esult of tho operations 

of only one of sever al gangs , operations 

made possible by complaiSant disregard by 

the responsible authorities in North China 

of local law and of treaty obligations. 

Tho Japanese Government shares with 

tho American Gp.ver runent and with other 

Governments a well r ecognized obligation 

to limit t o medical and scientific needs 

tho ~~ufacture of narcotic drugs and t o 

cooperate in the effort to prevent tho 

use of those drugs for purposes other t~1n 

medical and scientific . Tho actions in 

respect of narcotic drugs of tho provi-
, / 

atonal regime at Pciping and of the regime 

at present functioning in Manchuria and 

Jehol cnn hardly be regarded as liMiting 

the manufacture or controlling tho distribu­

tion or narcotic drugs; and it should be 

pointed out that , 1n the light of tho 

situation 

• 
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situation eXisting in North China, the 

Japanese Government has an inescapable 

responsibil i t y for the importation of 

opium into that territory in contraven­

tion of the l aws of China • • 

I put it to you that thor o is no 

legality or legitimacy in tho assumption 

or authority by the provisional regime 

at Peiping, and that it i s t o be profound­

ly r egretted ~hat tho J apanese Govermnent 

has not exercised that r estr aining influ­

ence Vlhich it is in a. position to exorci se 

upon tho authorities of the provisional 

regime , who lJEI.ve been proceeding in contra­

vention of existing conventions and in 

disr egard of l ocal l aw. I venture to ox­

pr ess the hope that the Japanese authori­

ties , both civil and military, VTill l ose 

no time in putting an end to tho st at e of 

affairs novr obtaining in the parts of Chi na 

under their contr ol or of which they are i n 

military occupation. 

The situation in the Yangtsze Valley 

cast of Hankow is far from clear. Due t o 

the hostilities Which havo taken and ar1 
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taking place in that r egion, i t is pro­

bably premature to attempt observations 

on the situation there . 

In Shanghai, control appears to 

have broken down completely except in 

the French Concession and in the Interna­

tional Settlement, in both of which areas 

the police have continued their effor ts 

to prevent illicit traffic . Shanghai 

has been full of rumors and apprehension 

is felt lest the City, unless definite 

measures are adopted before long, will 

suffer the narcotic plague that has been 

brought to Harbin, to Mukden, to Tientsin 

and to Peiping. In Shanghai , however, 

what has to be faced is now becoming 

clearer and the prospect is such as to 

caupe all foreign nations as well as the 

Chinese deep concern. 

Huge quanti ties of Iranian opium 

are reliably reported to have arrived in 

North China and in Shanghai consigned to 

the Japanese Army and to Japanese firms, 

While further large consignments are en 

route to those destinations under similar 

auspices 
Regraded Uclassified



- 19-

auspices and still others are on order. 

In addition, a large quantitY (1000 

chests) of Iranian opium i s reported as 

being held in Macao to the ordor of the 

Japanese ArmY and Japanese firms, in­

t ended eventually for sale in either 

South China or in Shanghai . 

On Decem~r·29,_1~37, tho Japanese --· -S/S MUKO MARU is reliab1y reported to 

have left Bushire for the Far East carry­

ing 1500 chests of Iranian opium shipped 

to the Far East by Japanese interests . 

Thi s means 240,000 pounds or 109,000 

kilograms . I should like to ask the 

Japanese representative whether he can 

give us information as to the destina­

tion and eventual use of thiS 109 tons 

of raw opium of high mor phine content , 

which was shipped under unusual circum-

stances . 
I am reliablY informed that , during 

the first three months of 1938, orders 

wer e placed in Iran by Japanese interests 

for 2900 chests of Iranian opium of which 

1128 chests went forward to the Far East 

in 
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1n the first seventeen days or March, 

1938, I t may be mentioned that 2900 . 
chests is , roughly, 464, 000 Pounds or 

211,000 kilograms , The 1128 chests al­

ready shipped is , r oughly, 180, 500 

pounds or 82,000 kilograms . The balance 

ot the order, 129, 000 kilograms , on March 

17 remained to be shi pped. 

Includod in the shipments made in 
' 

March was one or 428 chests (or a little 

over 31 tons) reliably reported to have 

been shipped from Bushire to Tangku by 

a well Jmown Japanese commercial house , 

one or the largest corporations in Japan, 

on L!arch 14, 1938, by the Japanese S/S 

SHIGAPORE MARU. In the case or this ship­

ment, I am r eliably informed that Wang 

Ke-rni ng, acting in the rame of the so­

called "North China Provisional Government" 

issued, under date of M~rch 12, 1938, to 

Isamu Fu~ita , the Mitsui Bussan Kaisha 

agent at ~~cao , a secret administr ative 

order which purported to authorize the 

importation. It should be noted that this 

order was dated only two days before the 

shipment Regraded Uclassified
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shipment left Bushire. I am reliably 

intonned that the SINGAPORE MARU arrived , . 
in Shanghai at 11 A.M. April 12 and 

sai~ed the same day at 3:15 P.M. Flying · 

the Japanese ·military transport flag , . . 
. she had anchored in the river section 

known as No . 35 Buoy, which is abbut 

three mtles down river trom the Customs 

Jetty on Shanghai Bund. As far as has 

been ~scertained, no cargo was landed 

on this occasi~n, but ship stores may 

have been taken aboard. The lot or 426 

chests from the SINGAPORE MARU is r e­

ported to have arrived in TangkU and to 

have been distributed under the control 

or a Japanese army officer at Tientsin, 

300 chests having been sent to Shanghai 

where they arrived April 22nd, via Dairen, 

and were taken over by the Japanese /.rrilY. 

I should like to ask the Japanese repre­

sentative whether he can givo us any in­

formation in regard to thiS transaction 

and any information as to v;hat became of 

the additional 550 chests carried by the 

SINGAPORE MARU . 

I am also intonned that efforts have 
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been under way for some ttme to sell, 

under the control of a colonel of the 

Japanese Army who has been entrusted 

by that army with arrangements for the 

sale of opium in the Shanghai region, 

460 ,000 pounds of Iranian opium which 

was consi gned in care of the Mitsui 

Bussan Kaisha at Shanghai. This is 

2875 chests . I am informed that deliv­

ery of these sales is to be against cash 

and will be made under Japanese military 

supervision to any part of central China 

now occupied by the Japanese Army. 

As the country for miles around 

Shanghai has been completely devastated, 

all business is at a standstill, and the 

purchasing power of the peopl e has dis­

appeared, there is actually no 1112.I'I<et at 

all for these huge quant ities of Iranian 

opium unless it is disposed of in the 

form of heroin and that mostly for exPort 

to Europe and America. What the Japanese 

Army will do with this vast quantity of 

Iranian opium remains to be seen . The 

report is t~~t tho Colonel referred to, 

through 
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through his Japanese assistant and with 

the aid of representatives o! the Mitsui 

Bussan Kai sha is nogotiating with the 

so-called Consolidated Tax Bureau of 

Tatao (or provisiona~~6gime sot up by 

the Japanese ArmY in Shanghai) to estab-. . 
' Ush a largo heroin factory in Shanghai. 

Cheap heroin cigarettes which sell 

at prices lower than opium aro already 

making their appearance t or sale ~o the 

Chinese i n tho parts of Shanghai under 

Japanese control and offers are being 

made to sell her oin i~ large quantities 

for exPort to the United States and Europe . 

I have been furnished with particu­

lars of one sale o! Japanese m1ned Persian 

opium in Shanghai under circumstances 

which point to intention to uso it !or 

tho manufactur e o! heroin. 

In addition to the 428 just mentioned 

as shi pped by the Mitsui Bussan Kaisha, 

tho SINGAPORE MARU also carried 550 chests 

o! Iranian opium destined for TangkU, a 

total cargo o! '?/8 chests !or China shi pped 

by Japanese companies in a Japanese ship 

to 
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to a country the law of which prohibits . 
tho import or opium. Three days later, 

another Japanese ship, tho SHANGHAI l!.\RU, 

is reliably r eported to hsvo loft Bushtro 

with 150 chests destined !or tho Far East . 

I Ylondor if tho Opium Advisory 

Committee , to whose attention the Japanese 

rllpresentst tvo last year called tho newly 

enacted laws ror punishing Japanese Who 

import opium into China or 11ho deal in 

opium thoro1n, 11ould be willing to suggest 

to tho Japanese representative that those 

transactions or Japanese subjects in China 

should b£ invosti~tcd and ropor tod upon 

oven tt they crunnot bo adequately punished. 

Lost it scorn strange that I mako no 

inquiry ot the Iranian ropr osontattvo, 1 

may explain that it t s because his pre­

decessor has r epeatedly rnado it clear to 

the Comittce that the Iranian Government, 

While askin& ror import certificates, 

makes no inquiry into their authentici ty 

and rotatns no record or documents which 

may have boon presented as purporting to 

bo such cortif1catos . 

As to South China. In addition to 

the 320 tons or Iranian opium t o which I 

have rororrod as being on order or eJ.roady 

in China tor Japanese account , Japanese 

interests are r eported as having on stor­

age tn A~cao 1:000 chests of Iranian opium, 

or 72 3/4 tons . It ts not yot ·cloar whethor 

this is n shipment that recent~ - lo~ran. 

or who thor it represents a purchase !rom 

11acao stockS . Tho Commit toe will recall 

that tho stockS lett rrom the Ol<f lolacao 

Opiwn Farm have never been tullY accounted 

tor and lloro a tew years ago orrerod tor 

sale by an ort1cor or the Macao Opium 

Monopoly v1ho was lRter discharged. It 

v1i ll al13o r ecall that my questions ns to 

thoso stockS , reputed stored in tho Banco 

Ultramarine nt Macao have never boon ans­

YTorod. I should Ukc again to tnquiro 

whothor tho Portuguese ropr osontattvo can 

gtvo uo any information on this subject 

or vill ondoavor to have it investigated. 

Now wo cone to sout~est China. It 

~ill bo recalled that, a year ~0• avail­

able information indicated that, in tho 
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cr op year 1936-37, thoro had been a very 

material r eduction in the quantities or 

raw opium pr oduced 1n Southvrest China, 

i .e . Yunnan, Kwo1chow·nnd Szechuan, pro­

vinces which are under control or tho 

Chinese National Government . Information 

available at present in regard to produc­

tion in those provinces in the crop years 

1937-38 is fz.r from COI!!Plctc . I may say, 

hovrover , th2.t it docs not indicate any 

increase nor docs it indicate any decrease. 

To conclude , I may point out that, in 

brief , the situation in the parts of China 

under control of tho Chinese National Govern­

ment continues to give evidence of sincere 

effort with encouraging results . The situa-

. tion in Macao .continuos to call for explana­

tion. Tho s ituation in tho parts of Chin?. 

under Japanese control is worse than ever 

and gives cause to tho entire world for 

serious appr ehension . 
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I • nllebl:t 1Dtwwc1 tbat, about 

Alllil aN. 1811!B, - U'Wid .Japaneee 'fllllel 

r.~~ehld unceo rr. Irul CU"'71Dg BC 1 th''IIG 

opt-. Of theee11 etn. hUD:2J.S cb1 ta nre 

l.arlcs.d at HK Sba l'a (Blllok s.m ~) a 

atJurb of --.,. 'ftle report 1a to tbe effect 

t1at11 ,..,... cover of ntS'lt, t21eee ao,ooo 
ld~ of optta were eecoxted 'b7 Partu­

~ ti'OOPB to the Ramo Nectoral UltnmarlDo 

1D the Ctey of 'YI!cao, llheJ e they uere lett 

tor eatebeptnc. Prior ~s bBd belli 

-.de ~ Cbln 111 oplta tratflekBrB 8Dd the 

Japaneee we of the oplta nth b1gh ''Pvo 

autborltlee tor the lan<1tns and._.... of 

the <1nac. 
'nlll trenaactlCIIl ta JeJ;lGi'ted to line 

been eU"J'1.ect out under the per•••' dtnctt• 

and ~talCIIl of the bl8d of the ''Pvo 

Oplta MDDopol:f. Of ttlll ·~ , ...... 

~ d:dtS...all'laiMI 
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lb1,pped to J.,.. u ra-tvs• at BM'""•'• 
Tbe tunl ·taj reporrte4 to •"" KGM 

rna 't'ao to • port
1ta roswm • ._.. t11a 

balai'IM o! tbe op:::.= aae ~ 
chtSta <n.-rzr 1d > we ,~ 

I BbOOld like to inquire 1lhetb8r 1obe 

Portugllellee J.;ansa 8lU1 Iran tan 1"81* asanta­
tlftB wtll Ulld8r't8k8 t o ask t l1e l r respective 

oovenwents to report on t his case under 

the ten:m ot Arttqle 23 ot t ho llareottce 

L1a1tatl01l Convention of 1931. 

Regraded Uclassified



• 

• 339 
June lJ, l9JS. 

Japan'• roreisn IZoh•nge Situation 

Her preaent atoolr. of foreign ezchange ie being depleted, 
~• estimate, a t · the rate of troa 115 to $25 million a aon~. 
He r t otal assets quiolr.l7 oonYertible into foreign exohan,e re­
source s (incl uding eeouritiee, gold, silver, f oreign belanoee, 
e tc .) are in t he neighborhoOd or from $4oo to 1500 Dllllion. 

2. J em'!_oan increase her euppl{ or foreign uobange ow b7 
lncreaBrn~ h~r merchiridlae ezpor •· 

Jn~n cannot turther reduce her i mpor t• -- in fact, aha 
has reached the point 11bere she muet permit her import& to 
increase. 

J apan has been able t o lr.eep her loeaee or foreign ezcbange 
down to t he low level or $15 to $25 million a month onl7 b7 
ualng up her etook of raw materials and outtl ns her laporte 
to the bone. Her ourta1lautnt of laporte hae been eo aevera 
too t 1t i s eeriou81J atrectins her export marlr.ete ae well u 
her r;tore o<t ~~ateriale. She auat relax t o acM degree her 
restrlct1ona on laporte. (The new sovernaent t oraed laat 
~onth announced that it would relax eoae or tbe reetr1ot1ona.) 
There 1& no other ltea 1n Japan'• belanoe of p~~r•nta that can 
be expected to 7ield aubetantial a~pplJ of f oreign eliObl>.np 
1n the nea r future", otMr Ulan e,.orte. 

J. Japt.n will t1nd 1t enre•l( d1tt1oult to inoreue her 
l'xporte without r eaort to a:raa o Waeurea. 

Her exports to t o raign exchange areal tor Ule flrlt t our 
months of 1938 were about one-third leee than lal' 7ear en4 
abou t one-t1tth lower than the1 were 1n 19J6. 

The barriers which taoe Jape.neee atteaptl t o lnoreaN 
her exporte are: 

( bel ~rpl7 deol1n1ng world trade; 
( Rleing pr1oea 1n Japan and falling world pr1oea; 
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(c) Increased c ompetltlon among indus tria l countries 
ro r narr owing ma r kets , and 
(d) The an t l-Ja paneee boycott s hows no signs of lett i ng 
up. 

To0ether these fac to r s mRkA lt vrry difficult fer Japcn 
~ i "lCr~'v.ee subs tE'-"l tla lly hP r sales v•l thout resort t o drast i c 
, •. sur~s . Jl'pr. n mus t resort t u "i ther or a c ombination o f 
• r.P f<lllOI'' ing : 

(a) .l)eprecia tion of the yen ; 
(b) A ~ro~Tem of bar te r tr~nsrct1 ns ; 
fc) ~dv~tlcn of multi p le cur~ency system as practiced 
t .. Pr • .any. 

!. T"·e s1l:plc: t me t l:-:J6 for Japan to employ 1s d epreciation 
1~ t " :ten . 

!)r;~lop.nen t of barter tJanel'ct tons or employment of mul­
',11 lt cur r- anc y s:rstems cnrn<lt b el bu lt up in a short period 
•" tl...r , P" ~ttcular: y by Jap11n. Hitherto Japan has a t ternpted 
: !\Pep t ;.e yen sta'ol e ch i efly i n order t o prevent he r cos t 
r 1 \ •tt Of!; ~' t home f r om rl sins too rapi dly . Th e nece ssity 

•'or inc ~l'n cin!!; hPr supply of foreign cxchanc.e may soon f orce 
, r , ! O'o"o ver, to adopt cur l'Pncy dt>preoiuti on d esr•l to 1 te er­

'Pct c1 ~:1.-, cost of pronuotlon t'nd d esoi te t'JP. retnlia t or y 
~ sur• s ad· pted sbr~ad . l'l:!' re f :-e Pl r "-dY si ens t hat t l'o 
~•·ru•e ta•prd deprec1~tion t s tncreae1nu in J~pan • 

.: r,r n •• u~ t meke every effort t o end t ile acute stage of 
~Wties ~·i t!l Chin& rlur i ng t!le next fev; months . 

7 ' only measure & open to Japlln t o 1ncr~tHP her exr.or t 
::·~r.de ..-111 cause more poll tlc e.l troubll' f o r }:Pr, Substtln­
\rl d~>r"eC1E'~1 on o !' the yen in t t e ne r future r. Ul gre~<tly 

c 1 Rt 'J ro t ile in t ernati onal cur~enolos "nd wi l l also giv l' rise 
l n~ rPf' sin .:. sn t i - Japene se sent t r.,en t s thr o,;t;hout t he world . 
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June 1:1, 19:18 

1 1howed th1a to the Pre11dent at lunoh to~ and he 
looked at 1t and aa1d nothing. 

GOLD AND SILVER 

LONOON - REUTERS - Ul GOLD MARKET aT Tl ME 

0~ PRICE ~!XING THE REVIVAL. 0~ NERVOUSNESS 

aNENT EVENTS IN SPAIN AND RESURRECTION OF THE 

RUMOR ~OM NEW YORK THAT AMBASSADOR KENNED~ 
IS ARRIVING IN +YfRIGA WITH A TRI-PARTITE 

D£VAL.UATION AGREEMENT CAUSED A SHARP 

EXPANSION OF' HOARDING DEMAND ~OR GOLD ~OM 

THE CONT INENT- WELL INFORMED I N LONDON HOWEVER 

CONTINUE TO REGARD DEVALUAT IO N TALK AS 

-R IDICULOUs-

SI L.VER ~ARKET WAS CUIET BE~ORE TIME OF 

PRICE ~I XING - L ITTLE CHANGE IN PR ICE IS . 

EXPECTED 

-o-

.3 'i-1 -
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ll•orandua ot Oollfer.nee held in S110retary llorgenthau 'a 

ottice at 4 p. a., June 13\h, 1938. 

Present: Seereter7 llorgenthau 
llr. 'fhuraan Arnold, .t.aahtant .t.ttornq General 
llr. llclle7Uolds 

1'he Secret.aey at.ated that at \he Pree1dent1a requeat 
he had aaked llr • .t.rnold to eoae OYer t o d l aeuas the ru.or 
that had been brQU&ht to the Pruide.nt, p ruumabl)' b;y 
!!arlee Branch, that \he autocobUe conpantea were 
re!uol~ t o till order• reeeiYed troa t heir dealera 1n 
the South. 'fhe Secretaey at.ated that the Prealdent had 
directed b1ll, in order t o conaern the Prelident'• 01111 time, 
to oa:r to ~r • .t.rnold that 1t waa hb d .. ire that be, 
.t.rnold , hAYe Un1 ted States attorneT• contact postmatere 
in varioue atatea i n the South for the purpose ot 
aseertaini r14 thrQU&h th""' whether t here 1a substance to 
thlo report, 'fhe Seeretaey stated that he had ~~~ggeated 
aa an alternAtiYe that the Poat.aater General blaaelt, 
on hla 01111 atatloneq, write t o a hundred repreaent.atln 
post..~hre in the South directing them to J:II!Jce thh 
i"'!u1Z7 and report d1rectl;y to bla, but that the President 
abandoned t hh in fayor ot the plan indicated aboYe, 

llr • .t.nlold at.ated that t he Prelldent had alreedT 
called hia and told h1a what be deaired in this matter and 
alao t old hi11 that he had directed the Seeretaq ot the 
T!'easury to d heuaa the matter with hill, llr, .t.rnold atated 
he bad r eported to the President that tho Seeretar;y ot t he 
Treaoury bad nlready called hia and aade en appointment 
for that purpoae. 

The conference eloaad with a atatemeot of the Seeretar;y, 
concurred in b7 llr • .t.rnold, that there waa DO oeeaaion for 

the Seereter7 to be connected turtber with tbla proJect, 

342 
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Operator: 

H. M.Jr: 
Cong . Cliff 
Woodrum: 

H. M.Jr: 

v.: 

?!. !.:. Jr: 

": 

H. M.Jr: 

Vi: 

l! . !.I .Jr: 

W: 

? . !.L Jr: 

'li : 

!' .:.!.Jr: 

'/'/ : . 
H. M.Jr: 

V;: 

H. IA. Jr: 

Go ahead. 

Hello. 

Hello, Ur . Secretary. 

How are you? 

JWle l~ , 19:18. 
~:45 p , ID. 

343 

We ' ve Just about completed our labors and I think 
we'll take that confer ence report up tn the House 
tomorrow. 

I see . 

On that part ty payments we couldn 1 t do anything, of 
course, the Senate was - was adamant and the House 
I expect will accept i t though, we're going to make 
a fight on i t. 

I see. Would tt come up for special vote? 

Yea , I'm gotng t o - I'm gotng to make them go on 
record on it, 1f they're going to do that, why l et 
the people t ake the respone1b111ty for 1t who are 
doing the Job. 

I see . 

Don' t you think sol 

I should think so. 

Well, of course the House 1e 1n t he mood t hey'll t ake 
moat anythi ng t hey can s et hold of now -

And go home -

In the way of expend itures. 

Yes. 

Now on the w.P.A. aocount1ng we accept ed the Senate 
amendment which leaves that in the Treasury. 

Fine. 

That ' s what you wanted, wasn't it? 

• 
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H. LI .Jr: 

Vi: 

H. U.Jr: 

Vi: 

:'. !.I.Jr: 

l• 0 .. 

? . t: .Jr: 

' 0 .. . 
'l.~ .Jr: 

, . 0 

•• 0 

:! . ~t. Jr: 

l• 0 
0 0 

il . :.J . Jr: 

•• 0 ... 
~ . :.J . Jr : 

r.: 
:t . ;.!.Jr: 

1 .. 0 

• 0 

fl.l.l. J r: 

I• 0 .. 
H.:. .Jr: 

l. 0 • • 
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- 2 -

Very much. 

All right, sir. And what else were you interested in? 

Well I was interested in thi s quest i on of having the 
money available t or the President if he needs it t or 
direct relief. 

Well we've put twenty f i ve million in that - tor that. 

Twenty five. 

That ' s t or direct relief, and then we gave h i m the -
we gave him a hundred and seventy five million that 
be can manipulate t or work relief . 

For work relief? 

Yes. 

But not tor direct. 

No , twenty t1ve that be can use tor direct relief. 

I eee . Now what happened to that f i fty mi llion that 
they bad in there tor surpl us commodi t i es. 

We're leaving that ln. 

Ob you're l eaving th~t in? 

Yes . 

Is that mandatory? 

No, not mand.s tory. 

It ' s optional. 

It's optional. He sai d he wanted that. 

He d i d . 

Yes. Told me he'd like to have that. I asked him 
about it. 

And s o there's fifty million optional to~ surplus 
commodit i es . 

Yes . 
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H.:.I .Jr: 

W: 

;: . ... . Jr: 

\';: 

:u.: .Jr: 

1.1: 

'l . :J .Jr: 

l . . 
' · 

H. !.! .Jr: 

W: 

H.1.t .Jr : 

w· I 

!i . :.1 . Jr: 

'li : 

!!. :J.Jr: 

,. .. ... 
~ . : : . Jr : 

H.:J . Jr: 

VI: 

- 3 -
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Twenty five million optional t or direct relief. 

Right. 

And a hundred and seventy five that he oan manipulat e 
on work relief. 

Any time, ailywhere he wa.nte it. 

I see . 

And the Treasury gets the accounting. 

Yes. 

And you 'ro goi ng to put/it up to the P.ouee t o vote 
on parity payment . 

Yes. Now the - we - we got Lhe money tor the National 
EmergenCl· Council and tor t he National Res ources 
Col!llllittee . 

Oh, you did. 

He was very 

I know. 

~1oua about tha t. 

The Houee out that. 

Yes. 

The Sena te put some ot it ba ck, but the SenAte 
conferees would have receded , but we accepted our 
amendment before they could r eoode . 

Fine. 

So thAt saved that. 

Fine . 

Well , thank you eo much tor calli ng. 

Yes, e1r, any time . 

T~ank you v~ry much. 

All right, sir. 

' 
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Operator : 

R. U. Jr : 
Nathan 
Straus : 

R . ~t. Jr: 

S: 

H. !. Jr : 

S: 

R. :.t .Jr: 

S: 

R • .LJt• : 

S: 

H.J . Jr : 

S: 

S: 

'l . J! . Jr: 

H • ..! .. Tr : 

S: 

H.J . Jr : 

S: 

Go ahead . 

Hello. 

June 13, 1938. 
3:53 p .m. 

Hello Henry, awfully glad to hear from you. 

How are you coming along? 

Pretty good. 

346 

Nathan , do you get out a eything there that I could 
see, that would show Tlhen you people are actually 
goi ng to start some buildings? 

You mean in t he ter~s of actual expenditure? 
·--

Yes . 

Where or when? 

When. 

I c11n show you not only that a detailed draft made 
out according to our best es tima t es of how the 
money i s going to go out . 

Yes . 

And I can tell you that it •s going to be disap­
pointingly slow. 

\~ell -

I Will send you over that draft . I ' ll check up 
if we ' ve got it 1 tomorro•1· 

That will be gr and . 

Fine . 

Will it show when and where, or just when? 

This only shows when. 

Does t hat mean actually when the money is going 
to go out? 

Yes, it shows two different l i nes - dates when 
contracts are signed and da t es when we ar e going 
to call upon you for the money . In other words, 
pay out t he money, 
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ii. t: . Jr: 

S: 

H.:· .J r: 

S: 

~ . !.: .Jr: 

S: 

H. :· .Jr: 

S: 

H.::. Jr: 

S: 

!-! •. :.Jr: 

S: 

'! . . . Jr: 

5: 

!-! . :, • Jr: 
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And bow much. 

Yes, and bow much 1n each State, as far a s we can 
pro j ect it for a whole year ahead. I ' m afraid -
the next few months, i t's very small ·Henry. 

Yes. How are you coDing on your amendcent s on the 
H1111 

I think we're all right, but I think we' ll break -
we ' l l not break the bottle of obampagne until after 
Congress has adjourned . 

I see. Will that hel p you much? Gett ing - at the 
speed it' s s tarting. 

Ob, ~enry , per fectly enormously because it ' e Just 
those authorities that are best equi pped 1n the big 
cities to go ahead 1n a big way that we're stopped. 
Places like Clevel and, Ohio- Los Angeles - wher e 
we're out down, you see, by the ten per cent to one 
state. Oh , yes , very very materially. 

Well -

Almost 

Well will tha t change the grant? · 

Uo, the grant is in teres of that, I had that as 
soon as I thought there was a chance of the amend­
ment, I had that . 

You mean this i s - the grant is in ter ms that if 
you get your amendment . 

Yes, sir, t hat's correct. 

Right. 

And , of course, it's obviously until the amendment 
goes through completely confidential but I'm glad to 
send i t over t o you. 

I - I'd like to have it, and if t here are any -
i f you find in a week or ten days you have to change 
it to any degree I ' d appreciate the changes. 
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S: 

!i . tt. Jr: 

S: 
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I'll keep you right in touoh with it, Henry, I'll 
see you get aome or it tomorrow morning. 

O.K. 

Fine. 

Thank you Nathan. 

Good luck. 
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I oall.ed Mr. Hul.l and ulted him 1t he knew an;rthing 
about t hese rumors a bout Xennedy bringing back a new tripartite 
agreement, which would result in an increase in t he pr1oe or 
gold. Wr. Hull said he ltnew absolutely nothing about it and 
he said at hie press conference this morning t hey aalted him it 
he knew anything about t he rumor that Mr. Xennsdy had been die­
cussing with England the question or the settlement or debts. 
He said he ltnew nothing about that. He said 1n the caee or 
Yr. Kennedy or Mr. Bull1tt he a l ways refers all 1nqu1r iss t o 
t he 1fh1 t e Houee . 

349 

I ea1d that I ltnew nothing about either or t he two 
abo•e questione and had been denying tor a week that t here woul.d 
be no i ncrease in the price or gold, but I wondered 1! I waa 
letting myeelt out on the end or the 11mb. He said he waa i n 
exact ly the same boat as I waa. 

• 
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June 14. 1938 

AMB~SSADOR KENNEDY NOT " J' RESIGN I NG . .! ~. ;~9 
BOSTON - AMBASSADOR ~OSEPH P KENNEDY 

?5" v u 

IN 

Art._ E XCLUSIVE loRANSATI o Nit C cnpp I GHTED TELEPHONE 

INTERVIEW WITH THE BOSTON EV ENING AMERICAN 

"' DECLARED THAT HE IS NOT RESIGNING AND HAS NO 

INTENTION OF RESIGNING - HIS EMPHATIC DENIAL 

REFUTES A STORY APPEAR I NG IN LORD BEAVERBROOK-S 

LO NDON DAILY EXPRESS AND WIDELY REPR INTED IN 

TH~ UNITED STATES TO THE EFFECT THAT AFTER 

THREE MONTHS AS AMBASSADOR MR KENNEDY 

- WANTS TO OUIT HIS ~DB WITH A BLAZE OF GLORY 

AND FOR THAT .REASON HE IS ARRANG ING A SETTLEMENT 
• 

OF THE BRIT ISH DEBT TO THE UN I TED STATES-

MR KEN NE DY IOLD THE BOSTON EVEN ING AMER I CAN-
' 

- THERE I S NOT ONE WORD OF TRUTH IN THAT .S~ORY -

I HAVE NO INJENTION OF RES I GNI NG AS THE UN I TED 

STATES AMBASS ADOR AND I HAVE NOT HAD ANY SUCH 

THOUGHT - I HAVE No· P LANS ABOUT THE BRIT I SH WAR 

DEBT TO THE UNITED STAl fS AND I HAVE ~q -INTENT ION OF DISCUSS ING THE ~~~EBT 

WITH PRESIDENT ROOSEVELT WHEN I GET OVER THERE---- o-
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June 14, 1938 

llr. Eccles, llr . Ransom and Mr. Upham h ad lunch with 

Jolr . lo!orgenthau. 

There was some diacuasion or the possibility or 

ra ilway legisl a tion at this session or Congress , particu­

larly the possibility or loans by the RFC without the 

approva l or the ICC . Mr . llorgenthau was hoporul that 

something might be done for the railway a~ip11111nt busineaa 

which 1s about as depressed as any in the country. 

llr. Eccles said he understood ~r . Jones was willing to 

make some loans at four per cent but no one was i nterested 

1n borrowing at that figure . Mr. Morgenthau suggested 

that after Congress has adjourned , and it is determined 

what legislat ion, if any, t here has b een on the subject, 

tha t he and Ll.r . Eccles get Jones over and • put the heat 

on him" to see just how much h e can do and how much he is 

•nll ling to do . 

I n response to a statement by Mr . Eccles about the 

pressure of work, Mr. llorgenthau commented that surely 

t he Federal Reserve Boa rd was having a much easier time 

tbh spring than last and that t heir problema fo r the last 

351 
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few months have not been perticularl~ diffi cult . Mr. Eccles 

replied that the things which were their direct responsi­

bilit~ had not been so troublesome but t hat beoause he 

"is still a citizen of this count ry ," he cannot do other 

t han lll8lre his views known and his influence felt in fields 

other t han t hose which are a direct responsibilit~ of the 

Board of Governors . 

Mr. Morgentbau refer~h~ conferences that had 

been under wa~ looking toward a degree of uniform practice 

1n bank examination and suggesting that since Mr. Ransom's 

conversation with him, he had postponed action until 

toda~ in the hope t hat t he Federal Reserve would f ind 

itself willing to go a l ong with t he agreement . Mr. Ransom 

then read the attached statement which had been prepared, 

representing the attitude of the Board in its approach to 

the problem. He said t hat he was sure ne i the r t he Comp­

t r oller of the Currenc~ nor t h e members of the FDIC Board 

could do ot her than agr ee with t he stat ement . ;'iben be bad 

fin ished reading the statement, Mr. Morgenthau sai d t hat 

he thought it just a lot of spinach, that be didn't agree 

wi th i t, and t hat he t hought it was definitel~ a criticism 

of the other agencies , and that he hoped i t would not be 

' 
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di stributed. Mr . Upham said tbat be did not agree with 

it and t hat he thought neither tbe Comptroller of the 

Currency nor the Chairman of the FDI C would agree' with it . 

Mr. Eccles said that the majority and t he minori ty 

1n tbs mat ter of bank examination practices were poles 

apart. ur. Ransom s aid t hat be thought they were pretty 

close t ogethe r. Mr. Korgent hau said when the Chairman 

and Vice Chairman of t he Board or Governors held such 

diverse views, how could they expect any agreement . 

Mr. Ransom said that he thought whether there was an 

agreement or not the conferences had been definitely of 

value. He said that he t hought the wrong people had been 

conferring, that t he ones who should t alk the thing out 

ar e Mr. Eccles, Mr. Crowley and Mr . Diggs . Be sai d that 

he had kept out of it, the matter having been handled 

for t he Federal Reserve by Yr. McKee and »r. Davis, and 

that when be had directed his attention to it at the end 

of last week, he could not even tell what t he issues were. 

He said that Mr. Upham had prepared for his use a statement 

of the issues which he regarded as very helpful and that 

he had now a pretty clear idea of the differences wbich 

existed . Be said that they had had a p reliminary discussion 

35 3 
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ot it at the Board on Monday and Tuesday and the statement 

which h8 had previoualy read was t he out growt h of that . 

wr. llorgenthau sai d he understood there was a divided 

opinion 1n the Board and Mr. Ransom replied that the Board 

i s unanimous on t he necessity for liberalizing examination 

and investment policy. Mr. Morgenthau said he •as amazed 

thot the Board should not have discussed it before yester­

day since t he confer ences had been going on for six weeks . 

Mr. llorgenthau sai d t hat the gossi p, a s he got it, 

is that the Federal Reserve ls hopeful that no agreement 

will be reached and t hat t heir att;1tude is one of opposi­

tion to agreeing because or the possi ble det errent effect 

t hs t it v.-ould have upon the larger and more ambitious 

program or change wh ich they hope to see come about, 

particularly the unification and consolidation of banking 

agencies into one. Mr. Eccles characterized that rumor 

as "a damned lie . " Whereupon Mr. Upham reminded him that 

after lunch three weeks ago, llr . Eccles had stated that 

he hoped no agreement is reached because it would just 

mean that i t would take that much longer t o secure a~ 

r eal or substantial reform. Mr. Eccles asserted that wha t 

he said was something quite different from that- - that we 

' 
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JDWit work for the more important thing involved in a 

real liberalizat ion of bank examination policies. 

Mr. Upham insisted and reinsisted that he had stated 

exact ly what Mr. Eccles had said to him. Whereupon, 

Mr. Eccles continued his conversation, i gnoring Mr. 

Upham ' a remerks . L!r. Upham said t ha t Ronald Ransom was 

present and heard what was said. Mr. Ransom made an 

1nconclusi ve eta tement to the· general effect that Mr. 

Eccles had said something about half way between the 

conflict ing reports . 

The d18ouseion digressed somewhat and Mr . Morgenthau 

said ths t he had been hopeful that for once we could get 

an agreement on something, no matter how minor--if not 

mor e t han that t h e r eports be printed on pink paper with 

green ink, He said he couldn •t understand why important 

Washington officials couldn' t agree and not be cont inually 

wor k ing against each other. He said tha t if he were all 

t he time going around criticising what Jesse Jones and 

John Fahey and Stewart McDonald and other Presidential 

appointees are do ing, he wouldn't think he was doing much 

to help the Presi dent . Mr. Ransom s aid that the questior~ 

' 
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involved were more important than the klnd of paper or 

kind of ink that would be used and he told the Secretary 

that if he could have fifteen minutes of hie undivided 

attention some day, he would be a poor salesman 1f he 

couldn ' t convince the Secretary of the absolute necessity 

for a consolidation of Pederal banking agencies into one. 

He said he didn 't care wh ich one it was but his own 

opinion ia t ha t i t must be the Pederal Reserve System. 

Mr. lo!orgenthau said that ha oould not accept the 

contention that bank examination should be a function 

of the business cycle with loose examination 1.n bad 

tittes and strict examination in good times . Mr. Ransom 

commented that the way it works now is there is strict 

examination in bad times and loose examination i n good. 

Ur. Upham stat ed that he could not permit the 

meeting to break up without having seid one other t hing. 

He said thAt in the fourteen years he had been 1n Wash­

ington he had at various times been very close to the 

Federal Rese rve Board and its staff, that he was dnd 1a 

very fond of them and that it was pa rtly because of his 

interest i n them that he had gone to Mr. Ransom last 

week and told him that he regarded t heir attitude in not 

35 lo 
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being willing to agree as (a) unfair to the Secretary 

of the Treasury, particularl,. 1n view or the tact that 

the President ' s suaggest ion about coordination had been 

made at their instance and taken aeriousl,. b,. the 

Secretary in his attempt to translate it into action 

once the President had indicated his wish; and (b) that 

the Reserve Board was doing itself and the s,.atem a 

disservice by adopting a hold- out attitude . He said 

that under those circumstances he felt that it was a 

very serious matter for the Chairman or the Board or 

Governors to tell the Secretary of the Treasury that 

he , Mr. Upham, was a liar. He said he was sure that 

he bed reported accuratel,. to the Secretary what Kr. 

Eccles had said, and that in view of the circumstances 

he didn't feel as though he would be or an,. use to the 

Secretary in inter-agency relationships. Wr. Korgenthau 

sajd t hat he t hought Mr. Eccles had been a little unfor­

tunate in his choice of words and that be believed he 

was big enough to apologize . Mr. Eccles said he would 

be glad to do so, and that he had had no intention or 

calling Mr. Upham a liar. Mr. Morgenthau said that 

Mr . Upham had taken the part of Mr· Eccles so man,. t 1mea 
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i n the last four years that he had on several occasions 

asked h1m whether he was working for Eccles or for the 

Treasury . He said Wr. Upham was one or the beat friends 

the Reserve System had 1n Washington. Mr. Ransom com­

mented t ha t Mr. Eccles had told him just tha t when he 

first came to Washington . 

......,. -MR· Morgenthau then said that t here were other 

incidents which led to his feeling that the attitude or 

the Pedernl Reserve was one of not wanting to cooperate . 

Be referred particularly to the resolution which had 

been passed by the Federal Advisory Council and the 

statemen ts made by Mr . Eccles and Mr . ~ansom at lunch 

t hree weeks ago to the effect that no such resolution 

had been adopted . llr. Ransom attempted to ex plain that 

by saying that t he s e cretary of the Council not being 

t~ere, they .had not received the resolution from the 

acting secretary until l a ter . Mr. Upham commented that 

several others 1n the city had known that it was adopted 

and had seen copies or it, and t hat it was curious that 

the members or the Board should be the only ones who 

didn •t !mow. 
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Mr. Ransom suggested that Mr . Eccles , Mr. crowley 

and Mr. Diggs should get t ogether and discuss t hings . 

He said that at leas t they could state posit1Vel7 and 

1n black and white whot the points of differences were . 

J.:r. Morgenthau said he had no intoreot 1n a furt her 

statement of the pointe of i ssue, that what he wanted 

was for t hem to agree on something, no matter if it was 

only one l ittle insignificant thing. Mr. Eccles said 

that they would like to have twenty- tour hours or so 

to put down in black and white their decisions on the 

matters under discussion, and it was left t o Mr. Upham 

t o arrange a meeting of the heads ot the three agencies, 

at which he also would be present . 

- - ----- - -
The next day Mr. Upham called Mr. Eccles on the 

ohone to arrange a meeting, which, at Mr. Eccles ' 

request, was to be luncheon on Friday at the Federal 

Reserve Board . During the course of this conversation, 

Mr. Eccles sa1d t hat h is whole attitude had been one 
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not of refusing to cooperate but he 1a in the impossible 

position of who re he cannot cons13tently agree to the 

proposals that are agreed to by the other agencies . It 

has been his long- standing view that no attention should 

be paid to market prices of securities in the reports 

or to their ratings by rating agencies, and that s ince 

the ~anking Act of 1935 none ot these testa o f liquidity 

are ot any importance, since banks can and should redi s­

count with the Federal Reserve banks when they are in 

need of l i quid funds . The same old crowd is in charge 

of bank examinations t hat were in 1932 . They are not 

doing what the President wants done . He thinks their 

position as well as the majority agreement should be 

put up to the Pr esident for hie decision . 

Mr. Eccles referred to and read over the telephone 

a couple of articles , one in the Goldsmi th letter and 

one in the J all Street Journal, reporting that Secretary 

l!orgenthau had aaid at his press conference that it made 

very l ittle difference wh ether the Federal Reserve went 

al ong on t he bank agreement since t he Comptroller of the 

Currency and the FDIC and the State Bank Colllllliaeionel'll 
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included all banks under t heir supervision. llr . Gol dsmith 

had added that llr. llorganthau regarded the supreme court 

of finance as of ve ry little importanoe 1n t h is matter. 

Mr . Eccles s aid t hat everybody down at the Federal Reserve 

Board were pretty sora about this and t hat i t had operated 

to influence them to be lass interested i n cooperat i on. 

The attitude in their Board and staff seems to be ae a 

result of t h is a sort of "what the hell's the use" attitude. 

Mr. Eccles said that ~nd profi ts must be segregated 

1n special r eserves. Mr. Upham told him t hat L!r . Paulger 

had present ed his views on t hose points faithfully a nd 

t hat t he others just did not agree t o them. Ur. Upham 

told him that he had been h earing t hose views and both 

sides of the case pres ented and argued about for days 

until he was dizzy . What he was interest ed in was not 

statements of 1n£l exibla adherence to position or policy 

but compromi se. 

• 
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In hie message to Congress on April 14th, the President 

declAred his purpose "immediotely to mako ndditional bank resources 

rvailable tor the credit needs of the countcy•, nnd 8JI.DOunced the 

dest<>rWzation of approximately $1,400, 000, 000 of Treesucy gold 

accom?G"ied hy action on t he pert of the Federal Reserve Board to 

reduce reserve requirements by about three-quarters of a billion 

dollArs, steting that •theso ..easures will aalce 110re abundant the 

ouppl)· of funds for commerce, industry and agriculture.• Ho stated: 

"As n part of better administration, I hope that Federal banking 

supervision can be better coordinated .• 

PUrsuant to the latter suggestion, the Secretacy of the 

Treasury init iated a series of conferences among the three Federal 

banking superviaocy agencies , namely, the Federal Deposit. Insurance 

Corporntion, the Office of the Coeptroller of the Currency, and the 

Board of Governors of the Federal Reserve System. 

The purpose of this portion of the President ' s message and 

of tbe conferences, as understood by the Board of Governors, ns, 

f i rst, t hat ther e should be no question whatever as to the ebundance 

of credit available for sound business enterprise, and , second, that 

the policies, practices and regulations of tbe t hree Federal agencies 

should bo roeJUIJllined in order to determine wherein they eight be ia­

proved with a view to fUrthering t his objective , consistent with 

sound banking principles. 
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Aa a result of consideration of the proble• before and 

subsequent to the President's message , the Board of Governors bad 

concluded that certein existing policies, practices and reguletiona 

.~th respect to bank examination and supervision tend to be un­

necessarily restrictive, vorking a hardship particularly upon small 

b :~iness enterpriae and the banks ri th which they deal . '!'bus, de­

flationary forces tend to be accentuated in periods of buainess d..._ 

orosei on when cr iticisms b.v exnmining authoriti es encourage forced 

liquidat i on of existing loans and investments. 

Experience follo~g 1929 justifi es the view that de­

pr essions o.re made worse and recovery delayed when banks aro led 

to liquidate loans that are needed by borrowers to carry on busi-

ne:s , end t hat are earning assets of tho banks, but t hat may be 

tcmporcrlly sl ow i n a t ime of severo econoaic downswing. S1milarly, 

to apply the test of current marketability and rat!Lg to bank hold­

inljs of securities is to give disproportionate weight to current 

morket quotat i ons that do not necessarily reflect the true value of 

t he securi ties, or the experience, record and character of the issuers. 

Under suoh circumstances, bankS aro unsble to sustsln the 

oxls ting vol~e of credit, let alone extend the new credit needed tor 

recovory, end pressures naturally acCUJIU].ato for creation of co»­

petitive governmental agencies to render the services to the ~blic 

end to extend the credit ..-hieh the bonks are either discouraged or 

prevented fro• g1 v1ng . 
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Therefore, the Board is of the opinion that such re­

strictions ha.mpor the Government' s policy of lllllking credit abundant­

ly available on t erms and conditions that would encourage sound 

privsto enterprise. The Board is also of the opinion that such re­

str ictions result in unjustified cri t icisa of the banks of the 

country end prevent the• from perfora1ng essential public services 

in acco...odatin& business, agriculture ond industry, tbus hindering 

thea in adequately serving their communities; and tbat such re-

strictions cannot bo justified on the basis of protecting either 

the bonks or their depositors against speculation and other un-

oound banking practices. 

With these broad considerations in mind , the Board of 

Governor s approeched the problem of reviewing the existing bonk ex-

aetnr.tion and supervisory policies, practices and regulat ions from 

the atcndpoint of (1) arresting further contraction of existing credit 

end encoura~ing the banks to extend credit to sound borro~ers on terms 

and condit ions that would encourage production, provide &2?loyment end 

at the same time yield returns that would encblo the bonks to earn a 

living; (2 ) t o protect the bonking system egainot the pr essures for 

est ablishing competitive governmental agencies and at the same t ime 

to create and maintain sound and enduring principles of banking 

o~erations in the general public interest; and (5) furthering economic 

recovery . 

' 
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J'une 14, 1938, 

-- .. 
Dear Senator Vandenberg: 

Your lotter ot May 17 is of much interest to me and to 
the other mombers ~ .. the Board o.f GoTarnora , for it raieas funda­
mental questions ~blie interest. I appreciate, as 1 know r,y 

eolleagufta do, yo~r 1ftterest in baTing e correct statement of the 
taets With Which to meet misleading and damaging propaganda that 
Jeopardizes not merely our banks but our entire economic structure 
end , in the final llDalysie, our democratic institutions, 

You stete that in your part or the country there is 
agitation to abolish the Federul 1\eaern System and to substitut e 
greenbacks tor bond& , and that the advocates of tbia course make 
two mnin pointo: first, tbot, although the Constitution gives 
Congress the power t o •coin money end regulate the vuluo ther eof", 
Congress boo abdicated this power; cod , ooeond, thut in conse­
quence or this abdicotion , priTate bonking, operating through the 
l'iedium of tho Faderel Reaerve System, i s the octuel controller ot 
coinage and •alues and thereby takes o profit to itaalt through 
the exercise or t his power, 

We are constantly bombarded, as you are, by those who 
imngine that oll tha complicated problems of our economic ~ife 
con be solvod by monetary mngic. Unfortunately, the problems are 
not so simple. The failure on the port ot many groups to under­
stand bow our economic ayste= functions increases tho difficulty 
ot finding procticcl solutions to th~ vitcl proble.a that confront 
us . 

One ot the moat conspicuous and arresting facts of the 
situation as it exists now nnd bas existed since the banking holi­
day is that we have an abundance, not a t corcity, or aoney and or 
funds seekin& investment in profitable and uroducti•o outlots. It 
woul~ be supnoaed that in tho oresenee or this tact those who illagino 
that e l!lore 1ncrea3e in the volume ot money would assure f Ull employ­
ment and prosperity would at loost reexamine their arguments . I 
doubt whether in all history there baa over been such a convincing 
demonstration or tbe falsity of the theory that more creation of a 
vaat 7oluoo or tunds will of itself produco or maintain prosperous 
c~nd1tions . 
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The vital point wbiob is so strangely overlooked by tbe 
quontity of money tbeoriata ia that 1n order to bavo prosperity we 
!>USt not only have an adequate supply ot D.onoy but it mu.st be put 
to active use t or product1vo enterprises. 

The greet need ncr.,, as bas been the e<~ee oYor since tbe 
late twenties and, indeed, t hroughout mucb ot tho eo-called pros­
perous ere is to draw upon our eXisting hlllll8ll and !DIItorial re-
sources and put them to productive use. Our problem i& not and bas 
not boon in any sense one or un inadequate supply of money and credit. 
VoB bovo today , for eX8lllplo , as you are owure, a larger volume ot 
currency and bank d"posi ts t hlln we bed nt tbe peak ot the boom in 
1929. Interest retos hnvo been and continue to ba at unprecedantedly 
low levals . This would not bo tbs cose if thera wore a ocarcity of 
money. It is n scarcity or •onay, toget.her with dCllllllld tor it, tbnt 
.akes interest reteo rise. 

Excess reserves or the benl<ing syat• ere and have been 
very muc.ll greeter than tboy were throughout tbe llOriod of tb~ 
twenties . At present tbey oxceod $2,500,000,000, and by tile end of 
tllo year tbey ere likely to axceud eJ,SOO,OOO,OOO, wbicll is greeter 
then they ever bsve beon in ol l history. Exceso ruoorves ~epresant 
id lo money. In their present proportions, they t•opreoant cr edi t ro­
aourccs on wbicb business could draw procttoally without limit i t 

business wore obls or willing to use these resources for productive 
purposes. 

In my J\ldglllent, one rcoson why bank credit 1a not flomng 
ftdequately into productive business channels i s because tbe benks 
ore under too severe r estrictions in their lending ~d investing 
operations. This is due b~tb to Federal nod Stnte ban~ examin~tion 
policies ond to tho Regulntion of tbe Comptrol!er of tllo Currency 
governing invsstmento by mumbor banks. As to loono, lliiiiiY would-be 
borrowers e&nnot get deserved eocommodstion by the banko, not be­
ceuae the bankers ere nocoseor1ly ot f~ult , but bocouso of tho re­
strictions impo_sed upon tbom. While larger units or business can 
obtain ample bank credit, t bero are nu=orous ceaeo where sound local 
bua1nesees need working capitol or fixed capitol on longer terms tbLn 
the bonl<a can make without being crit1c1zod by moat bank exnniners 
who have been trained in tho scho~l r.bich ident1fioa liquidity •~tt 
soundness. Similarly, tbe Coaptroller' s RsouJ.ntioo in effect con­
fines permissible bank inveotmenta to registered aocuritiea that are 
givon approved rsttngs by roce>gjlizcd rating f i rma cnd that have e 
wtde end ectivo market. Tbuu meuy locel industries or 80&11 end 
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medium al:te, wblch canno~ stand tbe costa of registering and issuing 
oocur itlea tor general public offering but which aro perfectly sound 
risks, are denied access to tbat type ot credit which is available 
to larger business unite through the purchase of their cecurttioe by 
bonks. Without queetlonlng the necessity tor regulations In the 
field or tnveataent securities, I ac confident tbat It is a mistake 
to prohibit member banks fro~ purchasing sound socurltles or locel 
busineooes . I have urged that tho Comptroller ' s Regulation bern­
vi•od so thot benk lending and inveotmont policy onn meet changed 
conditions and present day requtramonto or business on~ Industry. 
In s recent address, I stated: "Bankors connot juatly be held re­
sponsible ror such restrictive govorcmentol b6nking policies as con­ruse soundness with liquidity or true worth with current depressed 
curket values. I favor modurnlzetion or tboso proctlcoo nnd rogu­
letions, to encoureae the benkers to mo~t changed credit conditione 
t>nd nrods w1 thin their own communi tloo, c.nd thua to diRcour•g• tbe 
olterlll;tlve ·•bleb is multlpltcntion or eovernmentol ngunc l es set up 
to provide cr edit eccomaodo~lon thn~ tho ~ing cor~unlty could oqd 
stoold in norcal ticas be od~ptod to oxtond to the public.• 

Tbua wblle the octuo.l end potantlsl supply or l'unds i s un­
preeedanted, und the trouble is by no meone a lnck ot ouch resources, 
monetary policies which hove OL'Ited at pro•·ld1ng thi s abundance of 
mondy oro frustrated when, ot tho snme tlmo, oxam1nut1on ~nd invoet· 
cent policy rcmeln res~rlctive and, indeed, are exactly contrery to 
t:oneteey policy . It i n for this rccson th.r,t I hevo llkowiso con ... 
tended the~ b=k eX8111inatlon f!Dd investment pollcioa zuat be cloaoly 
coordinc tod wltb monetary policy. Otherwise , tbe r esult is likely to 
be tbo stolomote tbnt now oxlots In tbe cooe of mony sound bot moall 
business moo •1ho would obtcin cr edit end put it to productive use, and 
to whom tho bunk,rs would make loons, but for tho !'oct that the Covern­
ment ' s underlying policy or creatine ample credit o t r ea3onable ratos 
ror tbo encouregement ot legitimate business is bclkod, in tho ccaeo I 
have lndlcoted by r est ri c tive rules and re£Ulotlons . 

I hove digressed rr~ discussion ~r the spocltlc points 
raised in your letter since I f elt it noces~ory to omphestzo thot 
ovon 1n tho tield of credH control, which 19 gonorolly entrusted 
to the Federal Reserve outhorlties, tmprovemunt end coordlnetlon or 
tho nctl•ltlea or difte r ont brnncbe~ or tbe CoverQQent is neces~ry. 
~his Sltu~tlon lndie&t88 the urgent need for ~cndcenta tO the ~­
lng l~ws t o insure corroln tl~n or policl~s ruoong tho vor1oua banklng 
end othur t1n6nclol suporviaory euthoritios . 
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But, to the flow 
of money into why tbis 
floc is held back is that business see no way 
to use funds profi tabl7. They are not sure of f1nd1 nt: a profitable 
market for their products. And this condition cannot be re.edied 
until consumers have sufficient incomes to buy those products. 

Lock of recognition of tbis fact lies behind much of tho 
monetary agitation, part icularly that directed agninat the banking 
system and against tbe methods of financing tbe requirements of tho 
Gover~ent. 

Our banking system has developed its present pattern since 
the beginning of the Republic and while no one familiar w1 th it 
would contend that it hna attained perfection or hes yet approached 
tho ideal, it has been adapted, step by step, in accordance with 
American principles and traditions of democratic ~ovcrnment end to 
avoid too great e concentration of or en abuse of power. So :oany 

ae feguerds acainst these evils have been establls..,ed over the yoara 
as to present other difftcultie3 , such as t~ose nrislng from divided 
responsibilities. Yet , with all of too ~dmitted faults, t~e system 
is infinitely preferable to one which complet ,ely cbnndons the basic 
principles upon which democratic governments were long ego estAblished 
end beve since been meintcined. Similarly, t !te procedure whereby tho 
Government issues its s ecurities, pnya interest upon them, and repays 
th""' et ""'turit:y, bas been established out of long experience. 

The Government represents all of our people. Its debts 
are the debt s of all of our people. When we as a people , acting 
through our collective medium of governm9nt, bor row money, we are 
borrowing from ourselves, ond wben we pay interest on or pa;r back 
the principal of the debt thus created, we are paying ourselves. 
Tho money required to pay t~e interest and to pey back the principal 
1& raised by taxation levied broadly on the basis of ability to pay. 

Whnt is to be gained by doing sway with this established 
process? If the Government is not to pay i nterest, than it can no 
longer borrow from its citizens. Certainly they cennot be asked t o 
lend their eevi ngs without e.ny return wh4taoever-not if we are to 
preserve a democratic s:ystea of private capital. The Governaent 
1r0uld have to fe.ll back , then, upon issuing currency. Currency 1r. 
used only for a small pert, not more than 10 per cent , of our busi ­
ness t ranaactlons. The heart of our system is the extension end con­
traction of credit in accordance with the requirements of connnerce , 
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industry and agriculture. But let us suppose that the GoveMll!'ent 
·•ere to issue more an:! more currency in order to meet 1 t a current 
obligationo and also to pay off its bonded debt entirely, as some 
of the advocates to whom you refer have proposed. Tho recipients 
of the currency, 1f they aro on the relief rolls, for ex.uple, would 
spend the 110ney es they do the cash thoy receive now, but ultimately 
it would find its way into the hands of some merchant or producer 
who would deposit it in his bank, and the bank in turn would forward 
tho cash to the Federal Reserve bank where it would add to excess re­
serves. Or, if the reeipiont is the holder of n Government bond 
which ho is obliged to exchange for currency, he might possibly 
spend some of the currency, or be might endeavor to buy a~~ other 
security wbiel! would return a yield on hie upitsl , or ho lrlgbt de­
posit the currency in his bank, which in turn would forward it to 
the Federal Reserve bank, but in every case tho currenqy ultimately 
would find ito way to the Federal Reserve banks nnd ndd't& &M:L'ss­
roserves. 

Suppose Ulat the entire national debt r.ere to be paid off 
in this fashion. About $34,000,000,000 of the Gaveri'IIICnt debt is 
represented by Treasury securities held by ba nks, i nsurance compeniea 
end other corporate and individual investors. To replace these oe­
c~rities with caah would moan thut the cosh wo~ld flow into the Fed­
eral Reoerve ~nks and build up axcess reserves by U4 ,000, 000,000, 
or to a prospective grand t otal of more then $37 ,ooo,ooo,ooo. There 
is no way in which any such deluge of excess reserves could be kept 
within control to prevent them from being used as a beoia for a r eek­
less inflation. Undor our system of s<>-eelled fractiona l reserves, 
for every dollar of excoas reserves they have the banks can lend 
approximately oeven dollars. Thus , $37,000,000,000 of excess re­
serves, if usod as a basis for loans, would be capcble of expanding 
into some $2SO, ooo,ooo,ooo of banl< loans , an astronomical figure . 
that, if eYer realized, would mean the wildest inflation i~~&ginable. 
Yet the f igure serves to illustrate the absurdity of th6 proposal to 
pay off tho Government's debt in cash. 

Assuming thnt the bllnks would not indulge i n nny such 
orgy of infls.tion--end, as I hnve pointed out, there would be no 
woy to control the situation--then ell that would bo accomplished by 
the proposal, is that the holders of GoverDDent securities, whether 
they be individuals or inaurLnee coape.nies , or savings and ot.'ter 
benks, would receive cash for their Gover~nt securities and this 
cash they would try to invost in some other interest-bearing obli­
gation, presumably one issuod by n private corporation, end if they 
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failed to f i nd a satisfactory investment they would deposit the cash 
In the bank. In any event, the currency would fimlly find its way 
back t o the banking ayatem, because no more currency will remain in 
circulation than the public needs for pocket, payroll and a few 
other purposes. • The heart of tbe Allleriean fimneing system is 
credit--not coins or paper money. They are the 81D8ll change. The 
greet bulk of busineaa ia done by bank checks. 

After t~e money was deposited in the bank it would probably 
be added to the already redundant amount of funds that fail to find a 
satisfactory investment outlet. The effect would be to bid up to 
larger and larger premiums the existing supply of such investments , 
which ere even now at extremely low yields . 

, 

The creation of more idle funds would not create more 
roel wealth. It would not lead industry to produce more of the 
necessaries and comforts of life ..-hich our people need OJ: want. 
It would not help to distribute among the people of the country 
the needed and wanted things , housing, clothing, food , end all the 
Infinite variety of other products, which our econ01113• could end 
should produce. 

Furthermore, the use of the printing press by the Govern­
ment would remove all restraint on public expondl.tures . When the 
Government prints money someone bas to pa,y for whet it beys. Pro­
duction does · not increase and in the exchango of goods somo group 
in the population must bear the cost of uncompensated acquisitions 
by the Govert~~~~ent. 11ho pays in the first Instance depends on cir­
cumstances, but ul tiutely 1 t is pa,id for by those least able to 
bear the cost. For inflation inevitably follows this course, and 
t!1o burden of inflation, throul(b loss of buying power of money, 
falls heaviest on tho poor who spend all their earnings to meet the 
co~t of living. It is far cheaper and more equitable to pay for 
Government exponditures out of taxes, to which contributions ere in 
accordance with ability to pa,y, than to pey for them by inflation, 
which destroys tho value of the pay envelope, the savings account, 
and the insurance policy. 

*The re9sons for thio arc explained i n more deteil in "The Currency 
Function of tho Federal Reserve Banks", copy of which is attached. 

3'70 

Regraded Uclassified



r 

-7- Z-114 

There is no question whate.er as to the sovoNign right 
or the Oovel'!llllent to abandon tried and tested principle& and to 
isllle greenbacks. Wbat is at iaeue, is not the right or the Govern­
ment to do v1rtual.J.7 wbat it pleases With its currency. The 1s8\le 
is Wbethor the Government shall adbero to principles established 
t brougb long and often bitter experience or throw those principles 
to the wind in favor or the printing prea~ methods that we as a 
nation baTe discarded, but that have lad 3001& countries to financial 
ruin , 

As I have indicated, the basic fallacy of tbe groups to 
whom :you refer appears to be that of mistaking mone:y for real wealth. 
·The Government might, and certainly conetitutionnll:y could , flood 
the nation with paper currenc:y , unbacked b:y anything otber thon the 
cir wo breathe, end limited only by the ability or tbo presses to 
turo out t ho printed mone:y, Yet that would not odd one dollar to 
our renl wsalth. It would not better the lot of our people . It 
would serve onl:y to engulf 1111 or us 1n e ru inous infllltion end col­
lapse . Possibly e few shrewd speculators mlght benefit by that , but 
tor the great mass or our people it ~d be utt erly disaotrous, 

Stripped of the spociouo profundities about the consti­
tutional right of the Governmont to coin money, tbe argument for 
Abandonment of the established principl es on wbioh this Government 
boa always stood leads to tho same end as tbe boldor , franker cr:y 
tor an unlimit ed inflation. That would be the i.nes~npobla outcome, 
unleas i t be argued that tbo Government wculd ba as Hkely or more 
likely to avoid the pitfall a 01' reckless, intl11tione.r:y issuance or 
its non-interest bearing obligations , then is tha ease today when 
It is committed to pay the interest and principal on its debt. Ex­
perience disproves t bat argument. Governments have too often been 
tempted to travel this path to national bankruptcy when all re­
strainto wore r emoved. That is why the pr oponents of greenbacks 
oleo would obolisb the Federal Reserve System, wbioh was created 
nenrly a quarter of a century ago no e means or assuring elasticity 
or our money system end at tba same time to prevent abuses end to 
Impose restraints egainat rockleos inflation end apoculotion. It 
Is not ourprisin& thnt tboeo who went greenbacks also wont to re­
move evon 8\lch Hmlted restraints against inflation oa Congress baa 
given to the Reservo S:yetoa. 

This background serves to !ndieate tbe answer to the two 
propositions :you set forth aa cbarecteristlc of curren t monetary 
•t>.i tation: f1 \'at, tbe argument that Congt•esa boa abdicated i t s con­
stitutional right to coin money ~d regulate the v~lue thereof ; and , 
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second, the contention, that as a result of 
private 'banlc1ng eystea reaps large profits. 
are false . 

Z-ll4 

this abdication , the 
Both contentions 
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Under the division of powers between the Legi slati ve, 
EXecutive and Judicial branches of t he Government provided for 
in our Constitution, it is not the function of Congress to ex­
ecute tho lews. It is tho function of Congress to ""'ke the laws 
lllld the function of the Executive branch of the Govertlllent to 
execute tbem. 

llhen the authors of the Gonati tution provided tbat 
Congress should have power to coin .oney and regulate the vslue 
thereof, they did not mean tbat Congress ahould set up lllints and 
printing presses in the Capitol and oper ate thea itself. They 
'lea.nt that Congress should pass laws regarding the coinage of 
1110ney nnd regulating the volue thereof aDd leave tt to the E:xecu­
ti ve branch of tbe Govertlllent to execute these laws, and this is 
exactly what Congress has done. 

The right of Congress to entrust t~ administrative 
agencies the execution of tho laws which it enact s is as old as 
U1e Republic. It bss never been seriously questioned . It has 
been so lO<Jg r ecognized ODd esto.blished by the courts as t o be 
b+.yond serious controversy . Similnrly, the Congress bss 11 right 
to " saign execution of its will to "h8tover agency it cares to 
select or crente. In so doing, the Congr ess frequently selects 
on execut1 vo agency of the Federnl Govorn11ent, ouch as the State, 
liar, Navy or Agriculture Departments. Or it ~ select an indo­
pendent -seney, tor whose operations it ~ppropriates the neces~/ 
fullds , such as the Federal Trado Couiuion o r the Interstate C.,m­

""rce eo .... tssion . Congress nssigns the execution of its power to 
ecin ,.·,ney, f or instance, to tho treasury Departecnt, and, in re­
cent years, has given the Preaident a Ue.l.ted authority to detcrllline 
the gold voluc of the dollar. In all such cases, Congress has not 
abdicated itd power. Congress has only done wbst it constitution­
ally bee t he right to do: It Ina set up <lr used exis ting adlllini­
s trative agencies to execute its wiU, whilo r e taining the power to 
talce bock the outhori ty or to place thnt nuthori t,y elsewhere. Ab­
dicnti on of a power means its surrender. c,•ngress surrenders none 
of its power to coin money nod fix the vnluo the r oof. I t s i mply 
desi gn11tes the Treasury as the instruocnt of its will and power to 
coin mcnoy. 

• 
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to exactly the aaae we:~, Congress baa estobllebed the Federal Reserve Syste• as an 1ndependeot. agency to carry out. its mandate 1n connection with tho tera & and conditions upon which <~Ocber bGnks r»:t create crodit currency. The only iaportant. point of difference between creation of the Resorvo System 4Dd creation of the Interstate Commerce Commission as independent agencies to Cllrry OUt t he Will of Congreea is that the expenses Of the fOI'IIcr ere paid out of tho earnings of the System, while the expenses of the lattnr aro peid out of the Tra.swy. Congress ordained. that . this differenco should exist in respect to the Reserve System as o further safeguard o f ita inclepenclenco ot a c tion 1n the exer cise of the delegated authority of Congress. i t tho same time , Congress hoa the power to abolhh the System, to change it, t o require that its expenses he paid in so~~e other 11anner, and to appropriate the earnings and eurplus of tho System. to fact, Congress has exer­cised thie powor by a ppropriating to tbe F'edertU. Deposit Insurance Corporot.ion fund approximtely $1.40,000,cxn froro the eurplus of tho Reserve Syst e:o huilt. up ou t of eornings. By no s tretch of the imagination can this be cnllod an abdication or surrender of a con­st itutional power by the Congress. I t. is, as ln tnnu~crsble other coses, M sssi;!~>meot. tr; Congress of the execution of an unquesti oned and fully retained consti tutional power. 

As f or the question of tbe profits of the henldng system, so far as the Federal Reserve Srstem is concerned , it 1s not and never ho.s been opera ted with n view to 'llllldng profits, and in this r espect differs fundamentallsr fr011 the ueual co• .. ereial bank . Such profits as M.ve accruecl to the Srste01 thrOUgh ita oporstiona, from which reserves have boon established to cover contingencies, from which expenses of tho System havo been paJd, on which franchise t.clxes lnve been levied at tiJDes by Congress, and w!tich have been appropriated by Cont;r oss na in tho case of tho Federal Deposit In­nurance Corporation fund, have b een derived as an lncldent or and not as a reeult of tho objective of too S:~atem•a operations. 
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The SysteJD ' a operations ere intll'lded to serve the 'general public welfare. Such opere tions ere a part or the financial ae<:ha.­nism necease.ry in all modern governments . To abolish the Syatec w~d not do ewny with tho neceseity for creating some similar mecha­nism to perfor~~ the credit and supervisory functions which C<lngress baa deputized the Syste~~ to perform. Opinions may differ aa to whether s001e other mocbsnls• might be better, but the right of tho ~~ngress to ere& te tbe Reserve .Syat"" as the aa:ency for tbe per­f e>r!IWlce of these essential functions cannot he seriously challenged. 
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Accordingly, t here is no subs tance whatever to the 
assertion that Congress bas abdicat ed its cons tUutioll&l powers 
hy authortzing the Reserve 5yst em t o carry out i ts will , and , by 
tho same token, t he argument t hat t hereby private banking h ­
properl,y derives a profi t falls to the gr ound . The asSUIIpti on 
that tbt Reserve System, cr eated by and oxisti og a t t he will of 
Congress, is a pri vately-owned 5ystem springs fro10 a laisconception 
or tho facta . 1'he ~~~ejor conctary, credit and supervisory powers 
of the System are exercised by a Board or Covoruora , noaina ted by 
the Prceiden t and confirDed by the United Sta teo Sene te , All 
national banks are required by law to be IDellbera or the Syste,., 
and Stote banks arc adlll. tted to me10bership under specified con­
d i tions laid down by the Congress. All of these ..ember banks are 
required by law to subscribe a proporU onal UIOunt of tbeir capital 
to tbe Federal Reserve banks in their respective distri cts, on 
which GUbecription a r ate of retum, fixed by Congress and change­
able a t the will of Congress, ia paid. What is, 1n fact, a CCIII­

pulsory contri but i on by the member banks is termed a purchase of 
stock, but this desi gnati on i s misleading sinco no member bank is 
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permi ned by law to trade in tho stock or to enjoy various other ' 
privileges which nrc usually associ ated with stock owner s hip . 

In any ca se, reg,.dless of whether t he me11ber banks o.re 
required by lew to subscribe to this unprivibged stock or whether 
some other devi ce be substi tuted for tbe subscription, the matter 
1s relatively unimportant, for it would we no real difference to 
the proper functi oning of our eccnoaic system it this detail were 
changed. Tho effort of agi tators to raise thiG bugaboo obscures 
the true taeaning of their attacks , 'llbich , 1t SlCCessful, would 
undemine the f oundations of our e<:onolllic institutions. 

They would destroy to no purpose the establi shed first 
principles upon which our Government and all solVRnt governments 
have npcrated for centuries. They would do awS<f with t he Reserve 
~s tem created out of long experience and adapted, atop by s tep, 
over the past quru-t er or " cmtury. Yot doing away w1 th it would 
not do llWIIY wi th the necessit;y tor a s imilar medi lllll to perform 
essential functions for t he Government And the publ i c at l arge . 
!'bey wuuld , i n t he end, d es troy our bo.nks , nur savings, i nsurance , 
und other f i duciary ins t itutions, tor the doy t hat the Go vernocnt 
llbandonod interest-paying and tumod to tho print ing pr ess would 
1!18rlc tho beginning ot the m d or the besie principles upon which 
~ur CC"'o:dc J.Mti tutions are founded. 
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Penoit H to express again 1Q' apprecia tioo of tbe 
aptrit 1n which you write aDd J Our deaire to help the public 
to diettnruteb betweac aound prlnctplee of £0't'erDMnt end ot 
cconollice that haYe been eatabliebed by oenturtee of experieace 
and propoeale which could only bring diaaater to the grMt aae 
of our people. 

Sincerely yours, 

(Signod) 111, S, Bccloa 

11 . s. Bcclea, 
Cbainlen. 

~·--
Honorable Jrtbur H. Vandenberg, 

Oni ted Sta tee Seno te, 
Washington, D. C. 

AttacbMnt. 
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ioooo<)f< S RE.IfTSCHI..CIO 
ttSWM4S'f~ 

Ht:W YO"It 

PoroonDol 

Oo:>.r l!onry : 

I o:: onolosinb four "'e:oore.nda -

Juno 14, 1938 • 

. · 

a , states the pr oblem as wo aeo it 

b , covors in m re detail tho various ds!'in1to t!tl.n,<;o 
the. t are Ttlli till(; to bo dane 

o. is n practical s~eotion froo a railroad opere­
tor 1 e point of vi=, nnd 

d. ot~tos the pr obl em as n rni lrond ooonomiot aooo it . 

I boliovo thnt there is n biG field horo for u seful uoo of money 
promptly. Tho r oad vrould be open not only to put money out pronpt ly 
b"t to uso it for purpooe o Tmioh "'ould really bo solf- Uquidntin;; end 
oxtr onoly uoorul not only in holpinc icnodiclto r ooovory but in havinc 
ocnot!till(; lo.rt that woul d be very worth while end pr oductive , 

lf I can be of aey fu..-tltor help to you 1n thia natter , pleese 
l ot co know, 

Ti\0 llonornblo l!onry Uor~;enthau , Jr. 
SocrotBr!' or tho i'renaury • 
17aoluncton, D. C, 

\ 
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a. . 

Attached ia a ,...,. brlet outliDe ot ,.,.. ot the _,.. 

1D which Oo9e,...Dt 1\lllda could be properl:r -.de anilable to 

the railroade. It 1a Mt ooaprehena1Ye aDd doea not att .. pt 

to deal with the Tarioua phaaea ot the report -de to tba 

President by the Splawn Co.miaaion or an:r ler;ialation now 

pendinc 1n Conr;r<taa . 

I au,_ Conr;r .. a will not deal with the railroad 

probl .. broadl:r before acljourmaent. !be -•t that we oan 

hope tor 1o that the;r wil l be wil llnr; to allocate pert ot 

the 1\lllda included in the preaent apendinr; pror;ru to eolT-

.. 37? 

lnr; acme ot the ra1lroada ' t1....,.,1al and operating d1tticul­

t1ea. In order to aoo011pl1ah thia, the aur;r;ee tiona neceaaar­

U:r ••t be detiDite, aiaple and not •-bered with too web 

adainietratlTe •ch1D•f7• It IOlat alae be rtaeolbered that the 

roade cannot be expected to borrow unlua it 1a nident t hat 

the uae ot the 1\lnda will produce ouch a&Yinr;e in the coat ot 

operation or otherwiae aa to .eke the expenditure prudeDt. 

Pllrther, •turit;r, ratea ot intereat , pe;raenta on account 1111et 

be liberal u well aa an:r requl.r-nta with rer;ard to tba peet­

inr; ot collateral, it aT&ilable. 

The ReoonatruetiDil P~noe Corporation, alrai04J t•il-

iar with the probl•, ahoul d be .. powered to •Ice adnnoea r;iT-

lnr; it broad diaorationa.,. .-.r• There abould be no requir.-nta 

Ot a prt'rioua oertitioatiOD trc. the lat eratate C-erce eo-laaiCD. 

The r;raDt ot the loanlnr; poorer to the 1 . r. c. air;)!t well be llaited 

to CDe Jlar. 

• 
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fBI liA ILI!OAD PRO BLEil 

SPECIAL SOGOESfiOIIS fOR DIII!DIAfB FIIIA!CIAL ASSISfAIICE 

BY 'filE nDBRAL ClOVER'NliEIIf 

I • Adnnces tor lapr'O't'-nta to ...,. t.Dd etructuree. 

378 

The re are literally thouunda ot project• already enpneered 

wit h fllll information in the poaaeaaion both of the railroad exoou­

tins and ot the Interstate COIIU1Miroe Cc.oiuion .mich could be 

started pr011ptly and which would result in a •terial iapreT~t 

ot the taoilitiea ot t he railroads, reduoe operatin~ coata and 

therefore be aelt- liquidatinr; OYer a reasonable period of time. 

They would require the ""'ployment ot sreat numbers of worlcera. 

For a Ya.riety ot reue~~a, the ,..Uro&do are not in a poaitiCII to 

prOTide the neceoao,ry tunda to till&llce such iapro.-eaents at the 

present tiae. 

The aoat obYioua expenditure of t his eort which mir;ht well 

be litted entirel:y trcaa the railroado 1a the coat ot the e l1111nat1CII 

ot ~rade cro11inp. !be Federal Grade CrouiJic Eliaination Prosra.a 

should be rapidly extended t.Dd the entire coet ot the t.proTnent 

borne b:y the r.deral and State OOYerumente. 

Juaeroua ~rade reYiaiona, curn eliainaticm, robuildinc ot 

bridsee, t .... ok wort: ot all kiDde includinr; aldinp, yard~ and the like, 

ll0dern.hat1on ot water auppl:y, water treatinc planta end the l ike WOQld 

proYide 111Uch additional work and would reeult in "-ediate operatinc 

suin,a. Repayment tor the tun de proYided tor work ot this ki.nd mi,bt 

be apread oTer a period ot trcaa ten to .,.., twenty :ywara, pay.&ntl to 

tor e:aaple, three :yware atter the procra.a bee bHII oo•pleted. 
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With the r;re&t h.llinr; ott i n tr&ttio, &11 ro&de &re 

bur<l.,ed with aceee ~ui~nt. llany can oo ddinp &nd eOM 

et111 in uee are OYer-ar;e &nd expenehe to operate. We ... t 

au.- t ho.t bueineee &nd rdlro&d tr&ttio will reoonr. We 

ehould worl:: out , t herefore, 111 intel11r;ent pror;nuo to prorlde 

now tor the rebuildinr; ud IIO<lem1&ation or JW.11ro&d ~ipe~ent 

prorlded the necell&l')' tund.e could be made &T&il&ble and the 

ooet 11quidat ed OYe r & period ot yeero compo.rable with the reaeoa­

o.ble lite ot tbe equipelent. It h eenaible to do thie kind ot 

wor!t when bueineee ie inaotiTe &nd wor;eo and pricee rel&thely 

low rather th&n to poetpone it until the preesure ot incrcaeinr; 

t r&ttic &dde eubetllltially to tbe ooet of dein& the worl::. The 

r;reat electrification pror;raa ot the PenneylT&Dia R&ilroad which wao 

p•aehtd to,..,.r<l in 1932- 1933 ie u uaaple or tbe wbdom of tbh eort 

ot bo rrow1.nr; • 

In addition totreir;ht co.re, eubot&ntial eaTinr;e may be 

etteoted by Mny roade throur;h the eorappinr; ot oboolete ~er. 

Thb ie true not only of the he&Tier peuenr;er ud t reigtt looo­

liOtine but h lur;lly true ot ewitohinr; enr;ine• and liP,ter power, 

due in no e•ll part to the denlopoent ot tbe Die11l enr;in•• 

l'unde odn.noed to proTide the coet ot ...., poorer equi,;aent 

o&n be .,...,. reedily eeoured by the ~ipellllt it.el t &nd paid tor 

our a period ot ye&re by the eninse produced by ite operatioa . 

In order t o e t i.,la te the rebuilclinr; ot ••~nt &ncl 

the purchue ot &dditional power, it io particularly eaeential tbet 

the r&tee ot intereat be •d• IUIUIIW.lly low u &n &dditiOO>&l incluoe-

• 
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aent to the carrier to Ulldertake the npeoditure , 

.l particularly appropriate expell4iture would be the 

I.JiatallatiCD o~ air oonditiOil!nr; equip.e~~t 1n puoenr;er oa ... . 

Ccmpetition tor t~ic 1o an I.Jicenti.,.. tor railroads to incu r 

""pSlditurea ot thia kind although, in aany oaoea, today the 

tunda are laak1nr;. 

III • Railroad Shepa 

The railroad abopa ot the country in uny inatancea 

are obaoleta aD4 npenain to operate. lew atructurea , power 

plants and -chine tool equijD8nt aN> urr;ently needed , The 

eaTl.nr;a ettected could be read ily oa.loulated and OTer a reaoon­

able tiae .,u l d pay for the coat . Special prOTie iona mir;ht well 

be woriced out in which the n - equipooent purobaaed, itaelt cculd 

be uaed u aeourlty tor the acJ.anceo. 

• J 

• .3t:O 
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Su;,;!."estiona for ueet'ul expenditures by railroad.a if 1'\ulda could be made anilable 

t• ;:rants of aaterial, or labar , or both , or by loll(;- tam lo11.11s at vary low rates 

o~ tnterest . (lO to 20 years. ot 3·~· Mr anyt l 

1. EJ.:X;TlUFICATION 
a - Roadways 
b - Structures 
c - Zquiplent 

Llectrification on the major trunk linea, which has provon successful on the 
l!av York Central and Pennsylvania , could be dona on nany other roo.da for 

nbich denei t"J of traffic would =t tho e:rpendi ture . l'!l.ectrific.'ltion 

resul ts in fo.ster and moro otrici81'1t ser:t1 ce end lowerinc of costa. The 
ne\7 construction and equiprront r1011ld crel\te o. great deal or new onployment 

and dO!lland tor nn terials in the steel , l:uilding matorio.la , l\Ullber , mo.ch­

inery , electrical equipllllnt and other in&lstries . The Pennsylvania elec­

trification ~:~ie;ht be extended from !larrial:urg "'est to Pittsbur!!J>. . Other 
lines t hat c i :;ht be electrified are the Laoka=a, LehJGh Vel ley, Ches­

apeake &: Ohi o , Erie (11' feasible fine.ncio.lly) , l!1ckol Plate , J:ortollc &: 

.:oste·rn,· ~, - . 
..... 

2. L!.wl'l'Zi:JJ:~ ..l\D REPliiR OF \lAYS 
lArge eJCl>Bllditures could be ll8de to resto~ the roadwe.ya to condition tor 
ba..,dlina norcal traffic , lllld purc.'lasea or track mteriala , ties , etc., 

..,uld increase acploycent in many induatrle a . 

3 . llliil:T".::t:i.:!c:;: DD REPAIR OF STR\I'C'rui!ES 
!!ceded OX}lenditures for paint, root!~<! . lumber , etc., tor maintenMce a rll 
repair or stations , bridces , 11arehousee , piors , powerhouses , etd., wuld 

be spread over n~roue industries . 

~. RZP . .rR .;:::> t.:omxn~a' oF ~..x:T 
a - Locanotives 
b - Froi~ht cars 
e - Paaaeneor ears 

L01rge en.ondi tures could be made for putting nll of tho orlstin{S equipnont 

1n proper oondi tion to han4lo a return or normal trai't1o . Equally lo.ree 
oxpcndi turoa oould be "'ade for nev and modern cqu1JD&nt , including the new 

streao- llned , l1Gitt - ue1 G)It passenger trains. Tile coat of new equip!IO!lt 

rcrr a complete train service (usually tour physical t rains) r.1na around 
.}10,0::0 , 000 . It the 1:ew York CentrAl and the Pennsylva nia both added 

oi cht otroo.mlined trains each , to twro the place or prooent old oqu1pmont , 
the expenditures for equ1pmont nould bo .,\160,000 ,000 . Thase tra i ns hnve 

now proven acceptable , and the other ro.ilroe.ds r1011ld like to fOllow the 

lead of the Pennsylvonio. &4 !lew York C8lltral , 

5. t:Ot'3R!!I.UTIOll OF WC:illli> SHOP ~!r 
Jl. large portion ot the machinery and tools in the ro.ilroad =chino shops 

is very old , and the expenditure for now equipment wuld g ive tho re.Uronds 

the benefit or the marked improvements in efficiency or ouch ne.ch1nory and 
tools that baa been JMde &>ring the pe.at ten yaars. The electr1ticnt1on 

progr111:1 would also call tor now machine shop equipment . 

6 • GlW!ll-c::lOSSn r c ::::x.Dlll:.J.TI orr 
Thi s has boon tor years proeoedina aJ.owly , but the public decand 1o ao 

sreat that 1t 11111 have to be speeded up eventually. Tho P.W.A. spent 

Regraded Uclassified



- 2 -

aboUt $100,000 ,000 on aad>. ~jects , yet U tUe r68l. progress has be"n made 
toward tbe ultimate goat. There are atUl about 2!50 , 000 grad&-croas1Jl8a , 
an4 each year the elbrlnat1o:ns are more then otraet by the n8W crossin8s 
that are cut . I:mproncsnta or thia nature, howe,...r, not only are non- pl'O<!uc­
t1"' or ra1lroa4 re'nllue , but they pramptly roa.lt 1:n an increase in local 
tax aaseaSUID te. 

ll!.Th!I!WION OF UNPI10FIT.ABLE IDJ1Wm 
Large expenditures could be made in tearing up track: and demol1shill8 s truc­
tures on linea that are no lor.gar profitable and that should be abandoned . 
The subati tut1on or bus and truck: servtce by the railroads on such lines 
would increase deman4 for e.ut anobiles and trucks . l!:xpend1tures on tearing 
up old track, etc . , rould be all:>ost entir ely tor lo.bor , and 'I'Quld be widely 
spraad around t he country. 

mscm• ;•moos 
'l'he obo"' a~oseattons are ell bel1e"'d to be practical end feasible , and to 
be or tllljor il:JpOrtance, not only in creating now ocploynent an4 increas1Jl8 
tho purehaaoa or caterials tl'O!:I other in<luatriea , but in putting tho r<Ul­
;-oada in better oond1 t ion to handle their trafflc in the ruture. In addit­
ion to the direct and ind1rect dacand created ror lo.bor o.nd materiels , there 
'IICuld aleo be an increase 1n railroad clsrico.l l!ll!Ployrent in connection with 
the >Olum1noua accounttns reports end atat1at1cs that they rould be requ1re4 
to prepare it a~oh projects wore expan4ed. llumoroua other pro jects could 
be underttlken by certain railroads, rut nould not be needed by others, such 
e.a oomplotion or full automatic signal ocntrol. The trend toward ro.stor 
freight sorvtcs warrants the greater use or tho l . o.l container aervtce , 
which means the purChase or contBiners , and ocntainsr cars , an4 container 
trucks , It the routine expenditures tor maint enance and repairs could be 
lifted tram the 11137 level to that or 19211, it would mean approxil!ately 
~.000 ,000 more spent ewry day tor iron and steal product s , forest prod­
ucts , ond mtecellaneoua products (exo.luaivs of e;xpendi tures tor tuel and 
for rolling stoCk) . 'l'bsse purChases w:>ul4 be spread into practically 
"""l:'Y ind stry and tho money 110uld fP into practically every ocanty in tho 
Uni tad States. Note attechsd schedule or purohnaoa in 1937. 

14, 1936 

• 
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• -. 
~· .. 
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, .. , , ... 
Ulfl,t'U,oot k:OI , 79), 01110 

J,901,eoct 4,37%,000 
U,.,.,OQe $2, l.U,oot 
5,G$foi ,OOO !I, IO&,oot 
J, ltn.tot J ,l6a,CIM 

t:i.&,m,eoo mt.m.ooo 

. "·'···-• . ~t~t .oo. 
.......... 

$,W:, OOO 

l$,)41 ... .. ..., .... %7 ...... 
!,lit ... 

..... * .... • r• • ..a .... 

• M.u• ... 
lt,ln ... 
U,,.., ... 
• • $$~ ..... 
•.• u ... 

• r..s:tt ... 
! t ,Ml ... 

'·'"·-, ....... 
s.n: ... 

Jl.l ..... .. ..: .... : ........ 
S,IU .... 

II,M2,tof H.tz:.MO 
!l,...,,toll $,544 .... 

••. ~.eot 10,31t,OOO 
.... l . OOt ! , OM,IOO 

'1::11:: , .. ~:; ... 
:~.ua . .oe 

",313.000 4$, 113,000 

1, i104,000 5 . ";'16,000 
S , tOIS,oot J, tt;,ooe 
t,";'ll ,oot 6 ,~No~~. OOit ,,,.,,000 S,$lt ,ote 

'·'"·* 3,695,001 

•.o:w.eoo • . .u.ooo 
11,00.,000 r,..u.eoo 
t:s • ..S.toO to,s·n.eoo 
5,t'71,to0 !l,'ttS.toO 

t.lM . ........ mJ.1Sl.OM 

. ............ • 1.-:ll .... ......... - 11.366.-
:r.,Mt.-- ::t.n• .... 
ll,M .... - .......... 
"·-·-- U.41 ..... ... ..., .... _ ••.•n ... 
lt,m ... ... ......... 
1',:-a.- ... ,.,,., ... 
•. u•.- - :: ...... ,,.,. ..... J,Ji$.-
U,M1' .... ··"'·-......... '···-J,l,!lt,oot )f,$l,.-

UOl ,t1t ,OOO •••.ns.• 
..... su.toct MP,UI , ... 

Source: J. Renew or Rail~ o;.erat1o1111 in 19:W, by A.seoe1at1on 
or me~tcru. Railroads , auroou or lbll~ !oona:U.es, 19:38. 
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Fro• "Railway .Af:o • 

Iosue ~/19/~8 - D. L. A W, iaproved yard oporationo at Scranton, Pa.,with 
imt alla tlon or power ontoheo and oar r etardero. Geor;ra­
phioa l limito of oxpanaion wore overcome and trattio woo 
expedited and oporatint expenooo reduced. 

30.~ 

Iuue 4/,o/~8 - Union Pao\ tio h:proved otation at Cheyenne, lryomiDt, ooD­
otruotint now concourao, oubway platro""s and ahedo, Baud­
lint ot paiiODters and oernoinr; or trains greatly illproved . 

Issue 5/7/38 - Artiole pointing out that ot ation taoilitioa muat keep 
pace with modernized train service , Facilities muot be ad­
juatod to following trends : la) reduood local and incroao­
od l onr; diotance travel taxoo ot ation pas s e nger tooili t ioa 
~•kin~ inoreased demando on more important torminalo , (b) 
increaaed lengthe of t raine, (c) increaood uao ot auto­
mobile• by patrona arriving at and departing troD> atationo, 
ld) more attrac t i..., and ccnvoriont a !>pointmonto in o tatic:~~o, 
(e) po1oible to increase revenue rroc concessions, (t) 

Issue 1/1/38 -

..>\ ·~'1 1.••• b't 
o '~' e . -.t ...... ~o~~ 
1.-: 

trunk bar;~ar;o boint re placed r ore with hand b~gago, at­
toctint ohoclcing facili t ies, (g) tooter train schoduloo. 

1 . Now uchino tools are tho r;reat eat ncod in ehop oquip­
ment . High apooda and lonr; runs are demanding r;roator ao­
curaoy ot machining. The largo number or obaolot a 
maohinoo are unable to moot thio demand. The a rticle i n­
dicate• thet me.ny !llllchinoe are in a 20 to 30 yoaro ar;o 
type and that one rodern uohl no has enough greater produ:>­
ti?O oapaoity to te.ke tho place or troc 1 .~5 to 2. 50 mach­
ine• of the older type. Aloo doaonotratoa how an i mreot­
mOJ>t oa...,d 38 percent ot the innst::ent by tho end o f 20 
montho operation. 

llow coMtruction nooda include! 
Revision ot alino.,.,nt 
Paso ing sidinr,o 
Yarde 
Terminals 
Shops 
Power Planto 
Locomotive handlin& tacilitieo 
car reoair and maintenance 
lDOpection taoili tioo 
Servicint 
\'later atati<:l3 

etc. t t tho 
For axample botwoen 1910 and 1930 all but a •• o 

moro than 18, 000 water ot ations supplyinr; water !:m!~~o~!~"::n:e~:r~:; 
built or replaced . Yet todo.y, u:uoh of the 1:J:ro h 1 .,.thodo of band• 
thoae two deoadoa hu boon •do oboolote by 0 0 ans nt 4 
lint; traffic, Greater opaoing~tationo now required e.nd tho"" now ll.le 

auttn trom heavier demando • of 
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AJII>ther artiole ill the , .... iuue •'-• that ill the the 
:yoor• eD<Iinc 1929 Olau I roado ope11t 111 "'"'"«• ot tau,ooo,ooo a ;rear fb r 
• i nt•nano• ot ft:1 1114 at ...... turea. lJI th• ••...., 7"&ra 1931 to 1937 1110111-
sift th• ....... , . 111111111 axpenditur• wu abovt ~u.ooo,ooo, a nd the road.a " o"' 
are about a billio11 4o1lan behiD<I ill th• .. •xpeD<Iiturea. 

JlliiO 13. 19l!8 

Regraded Uclassified



c... 

Por period ot, o&)', 8 IIO!Ithe 'beciJmin« Jul)' lit, the 

Gnel'llaellt will •••- -r• ot illorM.o..S roil~ eplo,..llt, 

ou'bjoet to tolloorl.llf: l1alt&tio11a: 

1. Railroado , at own ooot, will turnioh all 1lloeeear,. 

•teriah, ouppliea ancl toola . 

2. Oon.-nt aid will 'be 11alted to nro ot peroono 

DOt OD railroad p&)'rOll durin,; Ill,)' lill8, or, if OD that pa,.roll, 

oDly to exte1lt ot 1noreaoed daya ot aplOJIIentJ preteronoe in 

re•plo:11"'Jlt to be ,;1Ten to tllrlouped roil road eaplO)'eeo . U , 

1n caoe ot any particula r carrier, • plo11"'ftt roster 1n 11&7 1938 

1Dcludod eaploreeo on opeoial , omerf:ODO)', or othe r a'b1loral work 

or projeoto whioh he?e 'been, or du riur; period ot th1o pro,;roa 

ohell 'be, coooplet..s, ouch work or project ohell not be do-.! 

1Dcludod 1n ot&t1otioo ot 11&7 19ll8. 

So Aaount ot ouch Oo?eruae1lt aid to be deteno1Ded bJ 

appropriate Oo?erDaellt ottioiala with a ?iew to (a) roliet ot 

eaplo,..llt, and (b) llftilabUit)' and propriet)' ot the wort: 

which will be perto.....S bJ the reaplG)'-.1 -n. 

It de-d appropriate , the tore,;oin« oould be 11alt..S 

to (a) •1Jltenance of W&)' and otructureo, (b) • 1ntenanoe ot 

looooootino and oaro, and (o) additicmo and 'bette..-nto. 

· ,.. 3"8S 
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D. 
June 1..5, 19:58 

!':'.OpQSr:D WJim:!!ANCE LOA!lS TO RAIL!'.ON)§ 

On :z,y 15, tho number of ro.ll;my employee~ aggre£> ted 904 ,000, the l<mest number 
e::?1oycd :.t c.ny ti:oe in f orty years, or ainco 1898 . Thio 13 ::. clecr Mse of 2~ 
under May 1937. Ten yunr s ngo , in 1928, tho number or r ai.lTiny empl oyues totalocl 
1,656 ,000 , l'lh.Lch "ll3 752, 000, or 8$. in excess or those employed on !Jay 15. The 
.-overe decline in truffic in combination v1ith oclvc.ncos in r.ugos last November o.ro 
~~·po~sibl~ . If not rail~·ay opera ting incot:lo cor.t i.'luec a t ito unpr ocedent1y lo\7 
l evel , tho n turul rooult vill be a continunnco Ul tho r ocluction of tho nucbor of 
>~ployeoo . Roduct:on of empl oyc:ent c:111 be chttnged only by t.n increJSe of &r os3 
c· :-r..:.:rs , or t reduction of -s&es, or both . 

7:.e o!ll:l ]J.kolihoocl of borro!ling b;r rnilrocds for ~"lto.'ln!ICO l'lork, nt lout until 
~:e roclttction 13 ·cco:plislled, in .::y opinion, rlll bo froo t!:e finnncie.lly t:'Otlk 

eo· .,..nic3. Tho carrie1·s t h£ t c.re border<..ng on 'b- nkruptcy and C!lpitcl reorb..niza­
~ion, such a3 tho B~l~ore and Ohio, t he Lehitib Valley, the Boston c.nd ~ne, the 
Soat..,crn Raif"'~, 1:be Illinois Centre.l. encl other~, c:>y borrow money to do current 
1 ·' :~ten_.,ce "or:: in order tha t in"Wre3t pcyment s tl.II.Y be =clc . Certsin.l7, i t r:oulcl 
see ... "-~likely tha t rt.ilro~cl """"<l"-'e!lts woulcl incur :!.dci.Ltion...l tilort-tel'l:l debt to 
do mocono:>ic m:.int en:mce -;or l: ,-.hen not noodccl, o.ncl pa.rticulnr1y in vie"' or the 
p·cscnt high wn&o level. 

387 

Long-torm ~uprovowont projects , corresponding to t ho Pennsylvania Rsilro~cl' ~ olcct ­
r:.tice tion progrM over the past f ew yo...1·;:; , :-:h.l.ch Tits aiclccl J.n 1932 m1d 1933 throueh • 
outstt.nti .1 borro<d.nco f r om the Reconstruction Finc.nco Cor pol'ot i on and the Public 
'iorl:o l.dministrntion , r.a~ justifi ed then because 1'\'ag~s and ospeciWJ.y m~torio.l coote 
r er" lo, . This 1& not the posi tion toclay ll'hen r=ilro~..cl ~~~ges :u-c ut the highcet 
lcvtl of • 11 t imo . Ceneral electrification, ho.,ovcr, is only profitcbl e on heaV7 
dc~slty .:.:>in-line operl'tion. There t.ro only a f c-:r houvy density lines , r.hich ::.t 
~·C: 1::9 t r ffic , woulcl justify the origina l cost of cl.ctrific~tion . 

:.cco:.:lnc to l.he J.ssoci!lUon of t...arico.n l'.:~ilrocds, t ho incrce::o in the cost or 
rail.~7 ~torioln · nci ::upplies fro::o 1953 to l:lS7 11:lC r.orc than ~()% . Bijlh .... ter inl 
co.rt.~ ·n.i hiCh -::egos , in periocls of 1= trc..ffic , sim;>l7 ncce1.rctc o. contr nction 
:,, ;l n;, l.J:Iproveccnt~. C!:pitu expenditures Old pu-ch:.seo of =tericls •,ncl sup­
~lico by Clus I &.11""-YS over the past ton yee.r3 fr01:1 1928 t o 19:>7 r.ere at t ho 
~otto:. in l~l!2 """ 193!1, ;;hen trcl'fic w<..o lo .. , os ohown bclo:r: 

Purc~•os of 

Co.pitu1 Rclntives meteri6.ls Rolo.tivos 

pxoo{~~8~res 1928 eouals 100 ~fW 
1928 cou· l s 

eG7G,GG5 100.0 $1' 2.11, 341 100.0 

855, 721 126 .2 1 , 529 , 555 104 . 6 

872 , 608 128.9 1, 058 , 500 81.7 

561, 912 53. 5 695 ,000 54 . 7 

1G7 , 194 24. 7 445,000 ss.o 
10:5 , 947 15.4 4G5, 850 ~6 . 6 

212, 712 31.4 600, 224 47. 2 

18S, S02 27.8 595,025 46 .6 

296 ,991 44. 2 805,421 SS. 2 

50:> ,7~5 75.S 966 , ~83 7&.0 

100 
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'l'h• rol tiva ~t3billty in capit:.l oxpend:!.tures on ro• dl'tlly ond structures 
lncl•.;o~ noce33t.rY mz.intcn·.noo on tlllin-line t r cck, in compcrison rlt h th~ 
c·~?lota coso~tion of oqui~oent purchuses in 1933 13 : hown belorr: 

17bich 
~lmos t 

Capitol Expenditures 

" ot Roaclr.ay em ~ o! 
~sal.is=nt venr ' 5 t,qtp.l pt~}rs:s ,.m;;r' = totnl 

(OOO) 
~sz tl5, {54 14. 9,t ~88, 493 85.~ 

1!'~., 92,005 ~3 . 5 120, 707 56 . 7 
1~~s 79, ~~5 ~2 . 1 lOS , t'$7 57. 9 
1~~c l52 , 10A 53. 2 1:;2, 897 46. 8 
1~~7 522,8 77 63. 5 1!36 1 :llS 36.7 

?t•rch ..;os )f fuel , Jn<.terlc l e nnd nupplios in 1957 wore c1nsa1ti od as follo::a: 

Iron t.nC steel ·roc.iue t s .•••• ,,, .. 
Fuel .••..••...•••.•..••.......... 
!io:, ticbcr nd ~~r •..•..•.•. 
:.:i:::cellt..neo·~o . • . .. . ......•..... . . 

Tot.rl ......... . 

(000) 
p;tc!m=rii 
.,.s59 , 409 
~4.~93 
101 , 707 
~7.;7' 

~9GG . 593 

" of 
~ 
37. :?% 
30.5 
10.8 
:'!1 . 5 

J.OO .O 
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"tct .... nt.• ore cttache<i r oco1'Ciinc tho purch•oes of i'uol , u~<tor:U.ls , Wld o-uipmcnt, 
•nJ 'h• nu:rb .. r of ccployco5 ' nd t ot ·• l cocpcnscd-.l.on 11. 1:157 by states . Pennny1v• nio. , 
:n.:.1oh, Ohio , ~nd 11~" Yo,.l: hend t he ::..1st . 

~: :-e is little de=nd fo:.- ne e ,u1p;.;.e.'1t e t t!le prcle:. t l evel of tr:ltfic , ,.,.; ex­
' • ,J:ve ~~h::.l-illt::.t~on of roll~ ~tocY. in !teed of r~>~ ir3 is unnccess: ry. The 
'"t'C'"~ ?oconstnlction Fin nco Cor poro t !.on c::inten•nce lo·n of the Le!Uth V ~ley 
~- ::...·o d in A,.ril, =oantin~ to ~ 778,000, re;>resented G""' o~ c e1, 17c, OOO ropc.ir 
r r,.- t o e~ui-;> co::.1 c · r= ".1. th co~t-~tcel arch ~ truck. to conf or.:.; mth tho 

' ·Joel tlon of lu:.e:-icon :;,.ill'oui rulint • Tho e.'ltiro l ·bor co~t of the procrw:., how­
:v'r! -·uuntt<i t o ?nl7 ~ 166 1000-l or 14%, of the tot:. l exporuiture. The b~bce l':ns 
d~t ... cd lnto mc ton~l costJ of .,98!1, 000 ( 7Sf,) c.nd ovorhe:~d expenses of ~011000 (7,() , 
lee~ · c rodit of ~651000 for oo lvu~;e . ilateri :l coata absorb t.l1e &rea tel' pert of 
' 'c. rc:>· i ra Lnd d.ir cctl;,· ~fo1'<l litUe r elief t o r a ilro:.d ·:orkers, ::.lthough in-
:~ e' l, .. el ;> th ~::ployecs in the equi]lOent industry. 

-.... 1' -on~y nor. ·er e borrcs:ed b7 both the strc~ r ilro:.da crui the fin ..neWly r.ealc 
~rtie~ , it s:>eos il!probt.tle th· t :;uch c:ainten.•.nco - ork lfould be in exce:3 ot 

C-: -t rc •tir~::cnt:: to :,co;> the propert7 oper::ting in 11 z:.fe corulition. Thia -:o.tld 

-·• "*:'107 ~:iition 1 ~en , ll-.1t ::imply xkes 1t po' sibl e t o .;...int.cln the exbting 
"":: ~ ·r of ocJloy c s £t tho ?roJont low l 3vel of tro.ffic . The const~nt ~cCUlJ\Ilc.tion 
0. -:,o.'t-tom notcc , in the long run, is t.t the expense or tho stcckhol.eer3--the 
-··.,o~t or;norn , and of tho junior bondholtier ::- -uho T!ill be tho future omers of !l1WlY 

r· :lro c, s in this country. 

'l'!te t· cts of the transcort:~tion indu~try shor: th-t ~ pproxim• tel y saf, obnolcaconce 
""i•ts in the r :d.lrceda due tc compot~tive transportation. Coordl.ruition, conaollda­
t!or. ·Dd ah>ndonments, uhich co:>nG " srceter decret•e in tho number o! cm?lo;reu, 
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a.re needed by the railroo.ds and not teoporary M intonance exponditure3 on unproduc­
ti'IO property. The problem is b!lai c and cannot be solved by methods of oxpodiency. 
Exton,ive edditions nnd betterments programs by r uilrosds in bankruptcy too should 
not 1:e supported by the security-holders a t the expense of interest pe.~ents' on 
underlying debt . 

It ...,ud seeCl that what the railroad industry needs , trom the creditor3 ' and owners' 
point of view, is ll n:~.t1onal investigation of union working rule a. 'l'hU is one 
thin& th" t r eilro d lLbor has endeavored to avoid for yaw-s . The so-celled fe11therl>ed 
r.ork!..~g r eguls.tions , now in effect, llhicb cost tho r ailro::ds substantial :Juma in 
l nbor expenses , shoulci bo ch· nged to ro;;uire every railroad employee t o do e. full 
dny' a ;;ork for a day ' s poy. The railroads then would be helped in their eff ort s to 
epend moro inco:te, end not borrol'led money, on plnnt rehabil ita tion to meet ext an 3ive 
~o10!>8ti tion. 

f'or thO four !!!onths 1 period ended April 30, 1938, Class I P.ailroads show e decline 
of 2S. ~ in tokl operating revenues :>lid n reduc tion of 80. 9% in net ruil .. ay operct­
inz inco:e under the correspondi ng period of 19S7. Net raU=:r operating inco:;;e ot 
~:a , 731,000 for the fir~t four eonths in 1938 na a t the e.nnusl rete of return or 
0 .4~ on t heir property invoat«ent . In t he s=o period in 19S7, net rr 1l11cy operot­
!.."18 incooe r 11s ~lg5,B72 ,000 , or 5. 01$ , on their propert:r invest.l:!ent. For the first 
·u••r ter or 1938 , the latest cocpl ete data avo.i labl e , Cle.as I llailro::ds shon n net 

.;efirit e.f t e r fixed chvrges of %\106 1 249,000 , in contrcat 7Jith net income or tlS , - , 
szo,ooo in the first quurte r l nst rea:• Car loodings for !Jay shol'l a 2\l% decline 
under tiny 19~7, and troffi c levels indic!ltod for June a re just as di scouroging. 
P.:.ilrood operating ...nd financia l managements , under t hose adverse circumstnncea, 
·ro concerned primarily d.th curtailing expenditure• in r el!ltion to inco:ne , and ef­
r~c t:ng furt her r eductions in the cost s or opor ntion. 
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Q4SS I RAILWS 

PurcbAeae of fuel, llllter1a1s and mpliaa, and f(!!!ipunt in 1937 bx State• 

(in tbouaaDda) 

Fuel, 
u.teriEJ.a 
and Per Cant. New Per Cant. 
supplies or total. eguio-¢ or total 

PeDD, $165,135 17.1$ $ 45,242 27.9{. 
Dl. 113,~1 11.8 35,749 21.3 
Ohio 61,m 6.4 6,206 3.6 
N,J • 50,749 5·3 17, ?95 ).0.6 
Illd. 49, 824 5.2 28,247 16.8 
Calif . 45,235 4.7 952 o.s 
". va. 34,781 .3.6 5,895 3.4 ' 
llo. 28,401 2.8 9,600 5.6 
AJ..a. 23,439 2.4 7,~8 4.6 
Tex. 2J107J: ti I. 
Total 10 atetes 595,~9 157,458 94·3 
All others B ~ ~ 1o&:@ Total (a} 

(a) $1o6,174,000 was 110t distributed by atatea. 
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CLASS I ftAU.WS 

NUJ1ber or e!llll!!lMS and total OO!!p!D.N.tioll in 1937 by States 

(ill thouellllde) 

Nuaber or Total 
empl07ees eompenaat1o11 
reeei 'rlllg (1101181 wa&es) 
pq in Per Oe11t. Year 
Jul.r 1937 pr toW 1237 

Penn. lJl 10.4$ $ 220,687 
m. lo6 8.4 171, 285 
N.Y. 102 8.1 166,528 
Obio 84 6 .6 11,0,305 
Cali.t • 54 4.) 92,248 
Tex. 51 4.0 79,286 
l!o. 41 ).2 6),454 
Ind . 40 ) .1 6;J,4ll 
Llinn. 37 2.9 58,02) 

N,J' , ~ ..k1.. ~.227 
Total 10 states 80 53·7 l,ll2,154 
All otbere ~ ~ a.~:~ Total 1 ,265 

Per Ce11t. 
ot total 

u.l$ 
8.6 
8.5 
7. 2 
4.6 
4-0 
).2 
).2 
2.9 
2.8 

5b.l 

~ 
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GROUP YEETING 

Present: Mr . Oliphant 
Mr. Gas t on (Late) 
Mr. Taylor 
Ur. Haas 
Ur. Vlbite 
Mr . Upham 
Mr . Lochhead 
Mr . Gibbons 
llr . Bell 
llr . McReynolds 
llrs. Klotz 

R •• I .Jr : IJac? 

June 1.4, i938. 
9:30 A.. !.!. 

!Jcr:eynolds : I have nothing to report this morning . 

H. r.!. Jr: What? 

L!cReynolds : (Nods bead, "Nothing . n) 

H • . t. Jr : What? I don' t hear you. 

McReynol ds : I have "no . " 

H. :t.Jr : You•ve nothing - just coasting, huh? 

~cReynolds : I've got a dr aft of a letter on that Sherwood 
t hing, any time you want to t alk. 

H.U.Jr: Oh, well, I need a littl e time -- (Low to 
llrs . Klotz. ) 

Bell: 

'i . 'L Jr : 

All right. 

~Nods to Mr . Bell.) 

I have nothing, except to report that t he T.v. A. 
decided not to ask for legisla tion, after confer­
ring '1ith Senator Norris . 

Vlhat will they do for money? 
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Bell : 

H.!i.Jr : 

Klotz: 

H . :~ . Jr : 

Bell : 

'!. ll .Jr: 

Gibbons : 

H.U.Jr : 

Gibbons : 

Oliphant: 

H. f! .Jr: 

Gibbons : 

'l. :l . . Tr: 

. 393 
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They are now thinking of going to the R. F . c. to see 
that corporation will buy its notes. 

Mr . Jones said he 'd send me a memo yesterday 
showing how much they 1d been lending •• ••. (inaudible) • . 
Straus was going to send me something on 1t 
but Jones was to definitely do it. ' 

How much they have been lending? 

Jones was to give me a memorandum on how much 
money they had been lending, and to whom. 

l'lbat else, Dan? 

That I s all . 

(Nods to Mr . Gibbons . ) 

This wire t apping bill, that 's in the hands of 
a fellow named Quinn, a little country newspaper 
man from Pennsylvania, and Hester ' s office -
Oliphant's office called me, and somebody vtould 
probably have to call Bankhead to give this 
fellow - get him recognized on the f l oor . Do 
you want to do that? 

No, I don ' t . 

What about it, Herman, what do you think? Quinn 
is not a very heavy ci tizen. Congressman Lea 
could probably get it done . 

Hester told me this morning t he prospects for it 
weren' t ver y pr~ising because of that f act . 
They are inclined to sort of stay away f r om it 
unt il t hat clears up . 

Well, how can it clear up within t he next two 
days? 

Vfell, do you think it would be well for me to call 
Bankhead and •••••• 

Well, you and Oliphant work together. 
don't want to call him. 

I definitely 

• 
• 
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Did Gaston tell you about the new Collector of 
Customs in Boston? He Tlas the Chairman of the 
State Democratic Committee. The papers are 
going to break a • •• • •• 

\Yhat have your men been doing? 

Be r esi gned, but he 1s still signing his name as 
Ch~irman of the St ate Democratic Co~ttee . 
I said that i s equivalent to forging a check. 

If you don ' t mind, let i t go a l i ttle •••... 

I mean, the newspaper men are going to as~ you -
t hey ' ve got a letter that he signed . 

What are you goint. to do about it? 

I tol d Jimmy that you ::.re going to throvi him out . 

Listen, don•t t ell anybody I am goi ng to throll a 
Presidential appointee out until you see me . 
V/hy don t t you have t his fellow come dov.n from 
Boston and talk to him . 

Jimmy went up there over t he week- end . I thoucht 
it was fair for Jimmy to tell him. 

Ylell , supposing you send for him. 

But ti1e t'trl.ng I didn't want was for t he ner:spaper 
men to come in her e and spr ing somet~ng on you. 

r:ell , I wouldn't see thee until next :Jon:!ay 
aoyway. 

(Telephone conversation with Senator Hattie W. 
Caraway, at 9:.35 A. M. , at tached. ) 

' 
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Go ahead. 

Go ahead. 

Hello. 

Is this llr . l!.or genthau? 

Yes , !1rs . Carrawa.y. 

June 14, 1938. 
9 : 35 a . m. 

\7ell , this is a r a t her per sonal mat t er I want t o 
talk t o :nu about. I t' s r a t her conf'ldential. 

Yes , cam. 

There's one of t he Congressmen, who is running 
against me for the Senete . 

Yes , mam . 

395· 

I under s t and he i e trying to make troubl e for my 
reveque collector down home, bGcause he th i nks he ' s 
t oo a ctive i n politics . 

Yee. 

It l:>oks t o me like he ' s a lways - this man h~s always 
been very strong f~r the President, I mean thi s -
revenue collect or. 

Yes . 

And he ' s not ta~ing rny active 9art 1n QY campaign 
except under cover. !ie ' s not out in front ~r anything 
like t hat. The funny thing about it is that when -
in the election l as t year the nomi nct1on PaS of~ered 
to !!r. :icClelland by :.:r . - by these people down home , 
a nd •~ . Atkins took a l eadi ng part in i t. He 
refused to do anythi ng about it unless they put fi f ty 
thousand dollars on the bar rel head to make the 
campa ign and of cout·se they couldn 't do t hat. He 
couldn ' t take a chance. 

Uh11uh. 

He t r ied to get :w. - thi s man t o come in with him 
for hi m thi s year, and when he wouldn 't do it and 
said be was for ce, wb,y t hen :Jr . :.!c~lland says 
t hat he ' s goi ng t o oa~e all the trouble tor him he 
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can and he comes up here t o you and ~- Helvering 
t o try to get this man stopped and put hie in bad . 
Now Mr. Atkins is not going to take any front, he ' s 
not going to be in evidence at all in the campa ign 
and it l ooks to me like it'e a persecution because 
the man sees he' s in t he winning s i de and he' s 
moving heaven and earth t o try to get in. Now I 
laughed and said , "Well here now, that he wouldn ' t 
t ake a chance and get the ma.n, he dion't think he 
could beat Carl Bailey." 

Uhhuh. 

And it r eminded me of the etory Dad used to tell . 

What was that? 

About a man who went down town to Jump on the folks 
down there until some little fellow sot tired of it 
and they run him off the streets and he went home 
a nd jumped on hie wife and says, "I'm going to give 
you a licking becauee I can beat any damned woman 
in the stat e . " And I think that ' s :Jr . llcCl el land 1 s 
attitude . 

Well -
And I di dn ' t want you to l et him prejudice you al l 
in any way agPlnFt this friend of mine . 

Well I ' m very glad t o have your side of the story 
beca~se t h18 Congressroan ::cClelland has deman~ed to 
see me and he's comi ng in e t ten thirty this morning. 

~ell, and I want t o tell you another t hi ng. 

Yes . 
VIe • ve alwo.ys been very good friends, t he t is -
h is wife and he have i nsist ed on entertaining me 
down town and the t i me the Lit t le Busines~Crier e here -

Yes . 
m I nt to a dinner that he and his wife gave ·· e - re and •old he bad 
a t t~~ ~~~~:h::n~~o~e~a~t~~e the~e , e~d thie ~an 
one ro i over the way they treated t he man w o 
;~~ ~P :O~etarted t o epeak for the Prea~dent -
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!'or the Administr a tion and howled him down and he 
j uAt pat ted thie man on the back and m~de euch an ado 
over it and wa s just tickled to death and encouraged 
him to do ever ythi ng they could againAt the Ad­
mi ni stration. Well now I haven't gone a long entirely 
wi t h the Adm1n1etra tlon all the time. Everywhere 
tha t I think that qy ?eople are better served by 
not doing 1t I haven't done it. But t hat 's been on 
very few occasions, and after all I ' m a Democrat , 
and I don't thi nk anybody ought t o try t o put the 
Admlnietr~ tion in a hole. 

Ho , you 're qui t e right. 

This young man was goin~ to run on an ant1-administrbt 
platform until he voted against the re-organization 
bill and it had such flare back, t hat he' • climbing 
now on the band wagon. 

I eee. 

And I don ' t have any patience with that k i nd or 
people , and he doesn 't have any sense or propr iety 
bec11uee in a ll this time tha t he •'as being so nice 
to me he didn ' t even indicate to me he was thinking 
o!' getting in t he race end went do'"n t here next 
week and ennounoed .o.gslnet ce. Now I would have 
felt better if he hed told ce hP was going to 
op .lO ee ::~e . 

'Vell, it -

Under co\·er ther e ' s no doubt but what he ' e 11gainet 
the Adninistretion because I heard him m~ke a speech 
to the business ~en telling him bow the speech th11 t 
he was going to make, showing tha t this - the CIO 
and Roosevelt were going to be dictators, thty were 
going - this country was going into a dictat~rship . 
I wouldn't tell vou this - never centioned it except 
tha t rhen he takee this attitude I t h ink 1t ought 
to be !mown. 

But Ure. Carraway, a l l I' m doing here ie Just trying 
to run the Treasury ae r ell ac I know how. 

I realize that and I think you ' re doine a good job . 

d ae l ong ae I ' m here in the Treasury , 
Thank you, an 
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we won't ta~e any sides i n any Democratic primar y . 

Yes . 

And -

Vlell , I think t hat ' s r i ght . 

Well, I - I don 't want to take any a i des , ~nd I 
a lways want tht' b e&t woman or t he b ee t man t') win, 
and I a ssur e you all I ' ll do is t o see tha t our 
,eopl e stay ctrictly neutral. 

Yes , well -

I appr eci a te you calli ng me , and I ' l l have_to_l i eten 
to . Congresscan ~cClelland and ~. P.elvering ~ here , • • 
ano. -

I ' m perfectly wi lli ng to leave i t up to you all, but 
I didn ' t want you to gi ve him any encouragemEnt . 

17ell t 1m very glad t' have bad a chance to li t ten . 

And I d idn ' t think i t was necessary r ea l ly t o cal l 
you , but I d i d th i nk i f he wer e goi ng down t her e 
and going to put up a bi g spi el , ths t you ought to 
know the other s i de of the pi cture . 

Thank you eo much . 

You ' re welcome and I thank you . 

Goodbye. 

Goodbye. 
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(Over tel ephone - jokingly .) Get me Tommy 
Corcoran, please . (Hearty laughter.) 

I 've got to find out which s ide we are on. 

Gi bbons : What 'did she say about fifty t housand dollars 
on the barrel? 

Dell : Under cover. 

~ ! . :t . Jr : I didn't get that - I was laughing so, inside . 

Uphac: She's a good talker - t don ' t know why s he 
didn ' t s peak out on the phone more. 

~cReynolds : UcClellan demanded t ha t this Collector put up 
fifty t housand doll ar s . 

H. 'l . Jr : If I knew Corcoran well, I \iOuld call him up 
and s ay , "Listen, I ' ve got a t ough situation­
wi ll you tell me l':luch si de I should be on?" 
Well, we •ve left t hem alone for the l ast five 
year s , ~:e '11 l eave thetn along the next t wo and 
a half . 

399 

McReynolds : 

ll . I.! . J r : 

Da n suggested to me t hat 1·:ould be . .. (Inaudible) •.•• 

Gibbons : 

H. :l •. Jr : 

Gibbons : 

H. 'J •• Tr: 

H.ro.s : 

You•re all fiXed up, you and Jimmy and every-
thing else? 

I told you v.ha t I told him. I t was very unfai r 
to you. "You ' be be justitied, " is what my 
exact r.ords 11ere . 

I ' ll tell you t his: As t his goes on, i t 's 
nice that we clean up each situation as we meet 
it and don ' t have t hem accumula ting and hanging 
over our heads • 

I just didn't want t he newspaper men to walk 
in on you. 

Is Herbert sick? 

I sa\1 
down. 

him on Connecticut Avenue; he ~as walking 
He probabl Y VIaS a lit tle late . 

• 
• 
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(Over t elephone .) Find out 1f Mr . Gaston is 
i ll . 

(To l.lr . Lochhead : ) now' s gold? 

The gold market is pretty active 1n London again 

S
todt ay

1
i. The market got up to about 34.93. 

er ng s t ays steady at 496 3/4. That ' s a 
little lov:er t han yes t erday. Yet on the other 
hand, we had a litt le weakness i n' silver today · 
it ' s down to 41.92 in London. Some India ' 
selling in l ate s ession. 

\'lha t y;as it yesterday? 

It was 42. 33 yesterday . 

Swi tching from silver to cold . 

It may be to some extent that India is doing 
that, because i t came from the I ndia mar ket . 

Anything else? 

That I S all . 

(Nods to l.lr . Upham. ) 

There r.a s some very i mport ant news in the co:nic 
st rips this morning, which I think will really 
do the President some good . He has asked the 
President of France to give a pardon to Joe 
Palooka. He ' s a comic strip charac t er, who ' s 
i n the Forei gn Legion, and has deser t ed . And 
a l o·t of peopl e , I think, 11ill really talce that 
ser iously . 

Wel l , not knowi ng J oe Palooka •••• • . 

Don' t you know Joe Palooka? 

(Telephone . ) Hello . v:ell , that ' s funny . 

I thought it was he (Ur . Gaston) walking down. 

Maybe he went to t he dentist . 

I have Upham do~~ at a quarter of elev~n, 
which we go over those bank things . I l l 
you fifteen minutes on bank examinations . 

at 
gi ve 

400 
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Thank you. 

Taylor , can you be here at a quarter of eleven? 

Yes s i r . 

Oliphant , can you be here a t a quarter or 
eleven? 

(Nods "Yes.") 

(Nods t o Mr . White . ) 

Are you i nterested in the application of the 
Walsh- Healey Act - purchases of gol d and oossibly 
of silver? The conditions of the purchases of 
those two metals are r ather interesting in 
connection with the labor situation. 

I don ' t kno11 a thing about it. 

Shall I t ake it up with Oliphant? Supposi ng I 
prepar e a memo on it. 

Supposing you pr epare a memo f or me . 

401 

I think i t \'till be academic by day after tomorroY~ , 
because I don' t think the bill will pass . 

we •ve been getting communications for a long 
period on that subject . 

You knoll vthat the Ylalsh-Healey bill is. You 
must meet labor standards if you are to get 
your supplies • • • •• (inaudible) • • • • • The 
statut e does not ext end to gold and silver. 

Have I had any - well, I mean, i t ' s l ike - Rarry, 
i t ' s you - you're cutting something - cuts ter­
r i bly deep and I would say that the chances of 
Congres s g~ing home bet ween now and Thursday 
night are obout a hundred per cent. 

If it passes we ' ll prepare a memo for you. 

I s t hat optional on tbe part of tbe Gover nment? 
Can they go direct to t he i ndust ry to which i t 
applies? 
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There may be some question of l'lhe t her gol d and 
silver will be under that category . 

Prepare a memo and I'll take a look at it . 

\7e 've got some opinions on that . 

I heard t he President say yesterday a t lunch -
he said , like my speech - I say it ' s finished . 
He won' t even listen to anything more - any thin., . 
So I greatly question it , if it ' s anytlun~ no1 . 
I mean, he just won' t listen to i t , and I don ' t 
think t hey will on the hill , especially 11hen 
t hey threw t he railroad stuff out the 
window. 

Anything else, Harry? 

(Hods "No.•) 

Geor~;e . 

A few more here in the right direction. (Hands 
H. lJ , Jr . blaclt boolc. ) 

Those of you \':ho are follo·"ing the gold , I 

402 

su&gest you read the editoria l in today 1 s 
~.ashinston Herl d , called 11 Devaluation Ruoors . " 
I don • t ltno~ ¥•here they get it, but I believe 
Ambassador Kennedy - am this ta'ces 1t ver;; con­
struc tive a t t itude, and thro1·.s it dm.n and el.:>l iru: 
11hy Kennedy r.ouldn•t be doi~ a thing lite t is . 
It' s quite interesting . Did you read it? 

Yes, I read it; I thought it r:as a vcr,· cood 
editorial. I \'laS wonder in(; where t !1ey got t '1e 
i nforma t ion for it. It l ooked like a pretty 
well prepared story. 

Very carefully prepared - ver y careful • 

Let me see ~hat you gave me, Geor&e • (Looks a t 
blacd: book. ) 

Texa s again. 

Texas , good or bad? 

Good, for a week. 
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Oh, Geor ge . I ' m surprised at you; I ' m surprised 
a t you. 

It micht be Jim V/highnm. He probably would do 
it on his O\"m time , too • 

Be probably got it from Gaston. AnYtPing else? 

About tl~ee minutes, I ' d like to have . 

Before lunch? 

Yes . It hasn't anythin& t o do v.-ith lunch. , 
I ' ve got an urgent f amily engagement for lunch 
today, 7 h1ch I ' d l~<e to keep. 

Th..l t ' s aJ.l right . \':ell , \'l'ly don ' t you, after 
t .is quarter - Tlhat t i .me do you - can you be 
here? At a quarter of el even, on this bank 
t 'dng . l'ihy don' t you stay behind on that? 

Fine . 

At the request of t he State Department, ther e 
i s a committee at work - a committee f r om 
Stat e and Agr iculture and Surplus Co&eodity, 
s till workillb on that proble.~ of setting rid 
of surplus agriculture pr oducts, and getting 
comn<Xlities - an:! we ar e tryil'll: to - I am 
not very hopeful of a solution bei ng f oun:l 
Yithout l egislation, but they are • ••••• 

Who is? 

A.;r iculture. 

Can I come baclt again? I \'lent to eive you a · 
report on the ber ries . 

I didn ' t knov1 you hnd gone . 

403 

This W•>uld amuse you - v.i th the berx·ies . Ham 
Fish, a boy nbout t welve years old, jus t the age 
of ~ youngster - he came for supper l ast night 
t< nd we had t he strawberries for supper , and 
after he was through he sai d , •well, all I can 
sey i s, he must have a Republican superintendent.• 

(Hearty l aught er . ) 

' 
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He admitted they were the best berries he had 
ever tasted . 

He•s only about twelve years old? 

Yes. 

Yesterday I sent some over to the President for 
lunch. He li.ked them •••• • • 

(Mr. Gaston comes in. ) 

Hello. 

Good mornine. --. -.... . so I to1d him that I sold them to the 
Grand Union Company. Quick, he said, •See that 
the salesaan coaes and sees me - I want to sell 
them ~ Christmas trees . • Then he went into a 
long expl anat ion of how he had to cut his 
Christmas trees on the t hird of December , hoYt 
he sol d them for f our hundred sixty dollars, 
l ess this , and less that , and he was more 
interested in his Christmas trees, and v;asn•t 
even listening about ~ strawberries . 

404 

You (!.Irs . Klotz) had a l1 t t l e party on the ber ries 
too, didn' t you? 

Ob, they Just made a bee-line drive to t he ice 
box. 

Mi ss Callaway's neice, who lives out in 
Nebraska, sai d they vot ed, when one of these 
newspaper things wa!: going off, and the children ' s 
school voted for Roosevelt and against him, and 
she said, "I .:as the only child in the school 
who voted for Roosevelt , except t hose on relief, 
but we want him. (Laught er . ) 

This is a good meeting, t his morning . 

You know, •A ch11d shall l ead them, • so the Bi ble 
says . 

All right. White, Oliphant, and Gaston stay, 
please . 
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TREASURY DEPARTMENT 

WASHINGTON 

1une 14, 19:18. 

Diatriot SUperyieor 1aaea Bissina, Bureau ot Rarcotioa , 

roporta tbo arreat at Cbioago late Se.tlll'da7, luna 11, ot 

C.Orse o. Roberta, an ottioial ot a drapera• Wlioo, and 

ooo 1obD Xoo1g. Roberta •iuta1oa4 noo otttcea io bu114-

insa io tbe Loop io Cb1eago, troa wbiell be oooduotad "" 

exteoaiTa .drug diatributins bua1Deaa. 

Io coueatioo with tbue arreata , otticora aeized 

trom Roberta a total or 133 ouncea ot heroio aod 17 

ouncee or -orpbioa; rrom Kooig tbe7 seized a total or 

:u; ounces ot haroio. Fro• Roberta t bere were aleo 

aoized approxioately 35,000 aaoila earelopee or a t7pe 

comaooly uaed iD Chicago io the diatributioo or druge. 

SeTeral tbouiOalld glaasioe eo..elopu tor which the aaoile 

eDTelopaa are co~D17 tbe outside eucloeure were aleo 

aeized. A aeal "llarck• was alao aeized, ae well ae 
apothecary aoalea, aieTaa, alcohol laapa , and atioker 

... l •• 

The ioTaetigatioo ia baiDI! cootiuued, 

GRAVES. 
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•••'"-' 811penleor .J- .,., •• , .luM.a or JlaroMlu, 

repone ~ lll'ftll\ "' 0111.,... law S.\uMq, z- 11, ot 

Oeorp o. lokna, a11 ottlola1 ot a clnpan' aloa, ud 

- .Jolul ...uc. Ro'bar\a •1a\a1Jiacl \1oo ortlMa 1a wU.t-

1 ... 1a \ be X.Op 1a 0111.,..., tr. -.tltell be o-owt u 

ax\ea•l•• drac 41atributias buela•••· 

h llid&JaUoa •HII tllue arrell\a, ottleen •1-
r.... aokna • toUJ. ot 1.33 -• ot berola aad 17 

oaaoa• ot .,rs>lllM; t.... Jtoatc thor M1ze4 a to\&1 ot 

111 -• ot b-.la. ha. Robena tben were alao 

eel- approd•\&17 :K~,OOO MJiila e-.elopea ot a tJpe 

-al7 1IM4 la Chi.,... 1a \be 41a\r1bGUoa ot draca· 

Senral \hooo•..O pulM ean1opea tor -.blob \be MJiila 

a...1opea - 11 al7 * oata14• uclo.,.... were alao 

Ml-. A -1 "11er0t" -• abo ael-, ae w ll • • 

apot.llaour -lea, alnea, aloollol lupa, all4 atloker 

...u. 

Cll.lYIS. 
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TO 

TREASURY DEPAJIITMENT 

Secretary Uorgenthau 

Mr. Wh1te 

'""" June 14, 193B 

Su l>Jec t : TankPrs Available tor Uexicen Oil !f 
summary 

1. Tt.e Uexi cnn Government must have the constant ser­
vices or only about 6o tenkers (out or a wor ld tot~ 
ot 1, 690) , or 3~ percent or t~e world supply, to t rans­
port her export oil. 

2. ~exico , as f ar as is known, has only one tanker 
re~istered under her own !lag, plus 2 or 3 which were 
i n Mexican harbors end were eXPropriated along wi th 
the pr operties . 

3· The re appear s to be a concerted attempt on t t.e part 
or Amer1oPn, British and Dutch oil compani es t o prevent 
!lexico rrom obtaining the required tnnkers . 

~ . Eighty-ei ght percent of tl:e world ' s supply of tankers 
are directly contr olled or are i nfluenced by the American, 
Priti sh and Dutch oil companies. (About 60 percent or 
the ••orld ' & supply ie controll ed d11•eo tly by t hese coPJP­
an1es ; and about 2S percent 1s owned by i nterests which 
Pre under t he influence ot the oil com~nies . ) 

5· About 11 percent or the world ' s tankers is owned 
by Germany, I taly, Japan and u . s.s . ~ . Mexico could prob­
~bly char t er all she r equires rrom any two or the tirot 
tl:r ee countries men tioned i f she were will ing to make an 
oil deal with t hem.on their terms. 

6. MexicO would find it difficult, it not impossible, 
to purchase or build enough t ankers within the near ruture 
to handle her export oi l. 

1. Further i nvestigation by t he legel starr may poseibly 
reveal that t he United Sta t e s Government , through the 
!ls ri time CoiDDiission, has the power t o provide llexicO with 
•n Gdequate number or tankers. 

e n orca on, consu­
lar despatches, and i nformation obtained trom ~. Knoke. 
S'urth~r data cnn 'oe obtained only by soi ng out£1de or the 
Depertaaent . • 
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TREASURY DEPARTMENT 

tHTP On'1Ca COMMUHICATION 

••n June 14, 193g . 

TO 

rJ!,OM 

Sec re t ArY Morgentbau 

l.!r . 1\'hlte 

Subjec t : Tankers Avell!'ble for !lexi con 011. 

1. ~he ~ex1oan Government mus t have the oonstan~ ser­
vloea of abOut 60 tankers t c haridle h~r export oil. 

c :. ~;: :~ !llll> approxi mately 2, 000,000 barrels of oil 
r vallrtble f e r expor t monthl y. About 6o ta~~ers ere 
neoeoeary to transport t hi s GUnnt1ty. Up t o ~reb these 
tanl'l' rc were suJJplied el:nos t l"l'>olly by t l'>e sc.me i:\ter­
estn, .\'nerican, :!ri tish t.nd Dutch, which owned the ex­
propri a ted oil fielde . 

? . l!exico , as far at 1 s known, bas only l tanker 
rt-t;1:<~~red urcler he r flag. 

"cx1co bad l tanker regl etercd on June 30, 1936, 
~nd it io no t known t ha t further tenkers have ?een our­
cr.~~'l 1 Jl nee then. At t he time of expropri ati on, it "'as 
r~~orted tha t 3 tankers of the h~Jila Com,~y ( Sritish} 
~ere eei~~d 3 t rampico. One of t~e~e was later sent to 
.ooile, Ala'bn::Ja, for overheu:i nb, and ~ec iUlla'<lla tely 

:.e l~ t ~ the re sult or an injunction placed by the Ae;Ulla 
co~c.ny . 

(~} The Sritieh Forei~n Office , according t o press 
r~nort& , appesrs t o be pureuln( a pollcy of dis­
couragi ng the use of Br1tiRh t nnlters in the trans­
oort~tion of Mexi can oil. 

( 'o} The e ll cornoani es wllore properties have been 
expropr1P ted, both Ameri can and British, have stated 
t l•• t t l':ey wlll br in& le gal nctlon Agsi nst anY oil 
cargoes coming fro~ uexioo. 3uch Fctl on i mpli es 
holding of ca rgoes i n port under court injunction . 

rr~psrrd by Ur. s. Mllier. 
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(c) We ~~deretand that ship charterers in New York 
wo~ld refuse to charter tankers t or transportation 

or uex±enn oil because or reciprocity agreements and 
very friendly relati onships which they have with the 
oi l firms involved in the Mexican episode. 

(d) It i s doubtful, tor the same reasons, whether 

1neurence can be obtained t or &nlp~ents or uexi can 
oil. Ocean underwriting 1s concentrated 1n London 

and New York, where the inf-luence of the expropriated 

oll companies can be very ef fective. It 1s unlikely 
tha t any privately owned ship woul d embark on a sea 
voyage unless the car go were pr operly insured. 

ly or tankers 
e o com~aniee 
.!etherian e. 

(a) Th~ oil companies or the United Stat es, United 

J( l nf:dom and the t!etterlsnds own directly about 6o per­

ceo t or the wor ld' e tRnkers. 

The total number ot tankers in the 1' orld as or 

June 30, 1936 was 1, 692. Since then, n few tankers 
have been built, but enough have beco~e obsolete t o 
make t his figure r elatively corr ect t oday. The fol­

lowi ng nre the totals regi stered under eech of the 

following countries: 

Un!ted States 4oc• 
United Kingdom 522 
Netherlands 115 

1,037 or 61 percent 

The bulk of these tankers ls owned by the o1t companies 

directly i nvolved in Uexico. A s~ll number are prob­

ably owned by independent operat ors who, no doubt, may 

be regarded, ror the purpose of t his problem, as coming 

~nder t he infl uence or these oil companies. The belance 

of the tankers, a eoall ntwbe r, are ettached to the 

navies of the re spective governments, and of course, not 

available. 

410 

Survey or United Stat es Maritime commission or NOvember 10, 

1937 gives number or tankers as 343 with t onnage of 

2, 452,000, which happens t o be t he same t onnage given for 

t he 4bo tankera shown above. Obviously a discrepancy. 
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(b) The oil companies of t hese three countries, with 
t he assistance of the British Government , cnn procrbly 
tntluence an additional 27 percent of tb! remaining 
39 percent of the world's supply or tenkers. 

The American, Briti sh and Dutch oil ocmnanies 
a re mos t powerful , and t heir sphere or lntluimce is 
world wide . Tanker shipping interecte or the wor ld 
>re almost compl~tely dependent on American, British 
nnd Dutch oil companies fo r the lr main sources or in­
come. They would wi thout doub t wish to cooperate 
•· lth any policies or boycotts pursued by the oi1 
compani e s. Furthermore, pre esure by the Brit i sh 
over nment can now be brought more rorcetully and 

1irectly than would otherwise be t he case since dlp­
lome t lc relations r etween Mexi co and Gr~st Britain 
rave been severed. 

]be tankers resi stered i n countriea un~er the 
~-'tlericPn, British rnd Dutch infl uence are : 

Norw&y 245 
Fr ance 50 
Pa nnma 31 
Sweden 25 
Argentina 23 

Vene~uela 22 
Den:r.ar k lS 
Grei'Oe :4 
Belgium 10 
Portut;al 5 

Finland 3 
Rumania 3 
Peru 3 
Cuba 1 
Uruguay 1 

• 41 · .-. .l 

454 or 27 percent o r world supply 

(c) Snain has 17 tankers r egi stered under her flag, 
or 1 percent or the world • s supply. It 18 not knc\T.l 
how many of these 17 belong t o rebels or loyali sts, 

1 and therefore, impossibl e to ha~ard how many or Spaln 3 
t ankers mi ght be available t o Mexico. 
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Many of the tankers 1n t he f oregoing table, 
notably of Venezuela, Panama, Argentina, Cuba, Peru, 
Uruguay, and possi bly also in several European coun­
t ries, are owned directly by American and British 
interests but are registered under various ! lage t or 
various reaaone. 

It is believed that the oil fields and tankers 
or Greece, Rumania and Portugal a "e dominated by 
British interests. We have, therefore, included 
them ln this l ist, al though it is poaoible that the 
f irst two countri es may be subject to pr essure from 
c~rrr~ny or Italy. 

5. About 11 percent or the world supply or tankers is 
or.ned by Germany, Italy, Japan nnd RUseia. 

Italy 71 
Japan 5g 
Germany 3

0
4 

RusBia 2 

1g3 or 11 percent of world su~ply 

It i s uncertain wha t portion of th ese t ankers are 
available t o Mexico. 

(a) The Russian tnnkers are probably not available 

to Mexico for two r easons: 

(1') She has no diplomatic relations with 
J.exlco; 

( 2 ') Ruesia i s the wo r l d ' s second largest 
producer or oil, and the small quantity or 
20 tankers regi eter ed under her f lag seems 
hardly enou6h t o take care of her own trade, 
much less have any avail able tor any other 

country. 

(b) Tankers belonging t o anti- democratic countries 
enumerated above could be made evailcble to ~~xico i n 
quantitiee sufficient t o transport all her oil, but 
only 1! Wexico reverses ber present policy and decides 
to sell t o t hem. Mexico has so far, wl thln our know­
l edge, refused t o consider any proposition !rom the 
Fascist countr i es. If she loses all hope of arriving 

\ 

Regraded Uclassified



:. 413 ~ m. 
secretary ~orgentheu - 5 

a t a settlement with t he democr~tic countries, she 
maY try t o arr ange a deal with the others -- selling 
oi l to them, and using th~ir tankere ror transport. 

The totel t ankers or Italy, Gerrneny and Japan 
1e 163. As Mexico needs only 60, tlll.s cmount could 
be dive rted !rom pr esent r outes ln or de r t o transport 
. ex1cr n oll. 

There are several obstfl.cle s to tl•e successfUl 
consummAtion of an oi l deal be tween !<exi co rnd 
r ermany, Jpp~~ r nd I taly : 

( 1 1 ) ~exico needs !orei~n exchange badly, but 
so do Ger~y. Italy and JPpen . Tr~ee countri e s 
very probably poy out some f oreiGO exchange at 
t he prrsent t ime i n ordor t o ge t t 'leir oil sup­
pl ies; en< also tr~re 1s much mAch1nAry end 
materials which t hey oould ship to flll ~:exico' s 
needs. Therefore, there 1e ll defi ni te base f or 
bargll 1n1n g. However, 1t would ue a hard C.riven 
bargain for r!.ex1co, and it 1s ~"t c ~.pec ted t hat 
she would derive a gr ec t de~l of f oreign exchange 
frora euch a deal. 

(2 1 ) 9y accepting !:.exiccn oil Gerone.Jly , I taly 
r-nd J apan open tt.emeelvc~ t o possible inJury 
from the oil co~panies , f nd t o r t t 1s r eason, 
tr.e se countrl~e ;nay ccopt rc. t£ ,,i th tr.e oil 
co~oan1es and refuse t o buy ~PYic~n oil n~w . 
Germany, I~ly encl J apan r e ecuire fe r rncre oil 
than ~ex1co can furnish, and depend en tr~ 
American, 5ritish and Dutch oil co~paniee fo r 
thP1r main sources of supply. 

The Government owned fleet in active opere t1on con­
r1s ta of 36 ca r go vessels, and a l~1d-up fleet of 113 ves­
eels . I t is not known if any of these ere t c.nkers, , but 
lf not , many coul d be conve rted t c t•nkers. It i s ~nown 
th· t 4 vessels sold r ecently int o priva te oper~tion were 
C' :w~rted by the Gove r nment to bulk liquid car:·1ere. Th1e 
loi~-up f l eet i s being beld •1n re serve for a possi ble use 

.. 
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in co=mercial or national emergenoiea•. 
might be consi dered •an emergency•. The 
could also purchase tankers f rom private 
them over t o Llexico. 

7. conclusion 

This occasion 
Maritime Commieeion 
sour ces, and turn 

Ue;r. ioo cannot obtain an adequate supply of tankers 
unless : 

(a) Uexlco comes to a satisfac t ory settlement with 
the owners ot the expropriated properties -- American, 
artUeb end Dutch oil compe.nlee. 

(b) Uexico closes a deel wltb the Fascist countries 
t or all her export oll. 

(0) The United Ste.tee Government decides t o co~ to 
her ald. 
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$Jfifb~-&~ !}gan£ 
-o/ Jfiil,/!!~r/? ... , .. _, ........ .. 

I1L 

June 14, 19:18 

The Honorable Henry llor genthau, Jr., 
Sooretary of the Treaoury, 
~aahintton, D. c. 

My door Seoretary W0rgenthau1 

- --. -
In aooordanoe with ~ letter ot Saturday, I 

take pleasure 1n sendin& you this week' a buaineos and oomrnodity 

rev!. ewe, •• prep&red in this depart:oent for o1r oulat1on within 

our organ1•at1on. 

Goo. 8. Roberto 
Vioe-Preoidont 
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~orandtta on Buoineoo Conditiono tor Week ended J uno ll l9S8 

Repor ts tro~ trade and tho induotrieo indioate that buoinoaa i o 
ot ill flat . The voluoo of now orders reaohin& tho industria l it not improv· 
In&; tho t rond of opor ationo is, at boat, oidewayo , and wholesale and retail 
t rado oo~parison• are no better . There ie , ho-.~er, aome enooura&•ment to be 
f>uni in a deoidodly fi~er tone in ataplo commodity prices and alao in tho 
:ay bui lding ti.:urea • staple o001:!10dit7 orioe inclu .. h&ve made their tirat 
rally slnoe early in April with lloody' a ilidox up Si point• frolll tho low. ftlo 
s"1ar;>Os t rho has boon in wheat tnd in our opinion tho hi~r wheat prioeo 
oan~ot be .r:aintainod unlooo orop dtJoage boco.,oo oxooptionolly .. nl"o. rho 

• 41S 

,, o•t orice h&s now rloon oonaiclorably above the proapootive Government loan 
leve l anJ in all pr obability onoug)l surplus wheat wi ll bo harvostocl thio ooaoon 
to ~rln.;, the price down to that level or lower boforo it f inds support. .l 
.•,'or ity of other t..portant oo,.,oditios, however, have alao ro.lliod, inolud1Q& 
~nny f~rm products , rubber , sugar , cocoa ~nd tin, and the ~tale are holdin& 
ste•d:1 • ith b11ying a little more activo ainoe tho last price cuts . AIJ otatod 
-.L '/leek , I don 't expeot ool!r!lodity pricoe to otron.:thon very muoh until tho 

r. n r ttl business ow-ve, wh1oh ia a.n index or the demand for cor.modit1!'• · &.110 
turM up-nrd , but in a &004 m.an,y cases there are a.ore reaaons to erpeot ateaclf 
•ar•o ts th~., we have h&d for o. lon& t1» put . 

'!he J.ky bu1ld1.1!1!j ligures turned out unoxpootodly f avorable, duo in 
!•r e oart to the award of aomo substantial publio works contraota 1.n tho l&ot 
··••'• o!' tho :oonth. Thia brought tota l oontro.ot &\'r!Ol"da for J.ay to 33 per oent 
•bovo April and 16 per oent above J.ay last year, tho f irst tt..o th&t a year-to · 
yo or .,a in has been show. Residential buildinjl o.lao closed the r;ap, bai"' leu 
toan 1 por cent below lo.o t yearJ non-resident i al oonatruotion waa 17 per oant 
off , '•he mort r;ar;es selected for appraisal by the F.H. A. again aet a new hi&h 
r•oo rd, y~o millions &£'inst $94 millions in April and ~58 lllilliono in Wo.y, 1937. 
In t\-?ril 71 ~r oent of• t he mort~s.ges aooepted for iDaure.nce repreaented new oon­
atr,..:ot1on . 

Steel mill o~rationa se~ to have sett led down for tho proaen~ o.t 
•rouni 2~-~~ per cent o capacity, haVing bean unchanged for t.o neka, and no 
"'trt i>uh.r chan&" indicated this week. Buaineu 11 slack; tinplate opero.tiona 
r• Jroppin~;, a.nd no 1mprovueot ia expect·ed in the near f"'uture . 

Automobile auomblies picked up laat week on ~·ord • s resumption and 
a slil)'o t r;o.in by bot h General L!Otors and Chrysler . Ho" over, the total wae 10 
to lo oer c•nt bo l o,, • he pre · demcrial Day fitur• and thia seasonal reoeseion 
dill continue . llr. Sloan • a statement to tho at ookholdoro, reported in thil 
rnln~ ' $ pap~ rs, ia not at all octimist1c· Genoral ~tors contlnuee to make 

"' oxoe llent showi"' in recluoi.n& field stooka. Ita douotio r e tai l oaloo in llt.7 
ere 92 ,600 ~pinat 178 , 600 a year ago. Ita oalea to dealers wore 71,700 oonp&r­

ed .. tth 180, 000 o. yo&r o.&O· In .ll&rch, April and ll&y dealer s • atockl wore our· 
' 1ltd 7J, OOO oo.rs . 'ihh ahowi"' is fairly typical of the industry u & whole 
•~'t iealers are still very well suppliod in relo.tioD to ourrent aaloo , and ot 
eour=o the ir ua~d car atocka are extremely ho&TJ• 

The index of '""ohine tool orders for llay dropped to 66.7 f rom 90 . S in 
·~ril and 208 . 5 laat year . Tho bulk of tho drop ia in do~estio buaino1a but 
foroi~ orders are now declining also . Tho pa£'r business continuo• alu&giah. 
'r fl wupping paper hu botD out $10 a t on an sooo other grade a look wo&k. ~ 
lo•dings drop0$cl soaoona l ly in all &roups oxoopt a a lillbt increase in ore . Eloo­
trio 1>0-.-.r output decUnod alillbtly 1110re t han oouonolly to 11. 8 per oont below 
hat year. Coal pr oduction is not ohan&in&· ! oxtilo business 1o atill lll&rkin& 
·l·o . but cottOn goods business pi; ked up on Frid.y. 
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In the nek ended June 4 ~pe.rtment otore uleo onr the coUiltry 
were ott 16 per oent. The drop 1.n !lew York and Brooklyn wu 19 per oent . 
chocki ng around Hew York City"" i'ind thlt June, Ju)J' and .\llguet aro all ez­
l"'o tod t o aho•,. 1.noreaaing ratea ot deol1.ne trom laat year beoauoe i'urnitare 
•nu ft~niahinga generally bulk heaT)' 1.n Summer busineoa and these are tho linea 
which are Most depreosed . From Septe:nber on a better ohow1.ng 11 expected. It 
ia defini tely believed ~ well posted people that retailer• will buf .ore 
goods this }'all than they did last Fall even thouf>b their o&leo are lowr be­
c~uso t heir inventories are down. 

Pinal figures tor ~ retai l trade ao t ollowor depertoent otore 
saloa orr 17 per c ent; Federa eaerve DOard lo adjuoted index 1a d""" 4 po1.nto , 
79 ln ' Ill cOIIl!"'red with 83 1.n April and 86 1.n March; Soaro , Roobuok otr 15 per 
c ant; ;.lontgomery ,(a.rd 7 . 6; 24 ohai.no 10.4 pe.r oent. Retail ~eeo are 6 .4 per 
coot bclo" bst year, a ccording to Ule Fairchild index, and a ut 8 per omt 
lo.,r aooord.in& to aTerage aa loa oheoka i n the Un York atorea • I~ in the 
~1· or der flyer c~talogues show a otill greater reduction . 

June l o, 1938 
.Uan H, Tomple 

Stat i otioian 
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UI'O'I' CO!~ lODI?Y ; RIC !iS 

Cca:>oditz Jlmo 11 .....,AGO U...U.Ap> y_. :!pi 
~ 8.84;/ 8.4~ 7.oel_ u.ar,( 111.~ 1 ... 

( GD 
te-oro o. 2(jl( 9.2QI a.Bi! u.otjj lll.llil a.r6f Corn 8().68~4 $0. 67 l/4 ~.o.r.e l/4 tl.17 l/4 

t1.88 "' to.ll l.&rd e.oql e.oql e.oql u .8Q( lO.u,( 4.1q( CottCI!l3ood. Oil G.71j{ G.E!j{ o. ?(jl( o.Gijl 10.'* z.acil 1'1\cnt ;)0.78 ~8 $0.72 l/2 ¢o.84 7/0 t1.20 
02.16 00.48 "' Rubber 12.oqi 11.3JI 11.~ lo.AfJ. eo. tiq( a.l4( cotton 8.2¥ a.oq( O. T?J. u . ..: 23.~ 6.~ Supr~ RClW l.ofl 1.~ l.o¥ 2.001 s.OO/ o. fl. Coooc 4.6li( •·601. Mlf( 7.4¥_ t7.7rfJ. s.l!lj( Coffeo G.4()1 o.s(jl( c.~ 11. 7¥' u..r,i!_ e.~ f in 39,37/ 38.((jf . ro.~ 66,1iq{ 72.!:4/ 18. 5ljl 

01. 65 ()1.68 ~l .G2 01.87 00. 01 e1.oe llldoo 8.60/ 8.7ft/ 0.7fl 1&.2ft/ 2G.EO! s.Tr,l 

00. 64 80.04 ~.00 (11.02 t-1.20 00.805 Cl 0.75 1)10.76 011.78 $10. 76 025.76 08.26 o.oq,{ 9.oq,{ lO.oq,{ 14.oq( 23.0?1 4.07!_ 4.oq,{ 4.0!¥ 4.60/ o.Ot¥ 9.60/ 2.81j( 4 .oq{ 4.oq{ 4.GQ,t G.71j/ 8. vfJ 2.s:jl 
133. 5 1:11.2 1S7.7 109,3 

( Co~ - Dc:roeeUo ooloo c1,...111c tho nrot 8 bual.Deu 4qo ot Jlmo ..., 8 ,(()6 tens, r oproacmti:ne "OOOll i::>j)roowt ooor tho !~ .,.,1'04'0 which ,.... tho lcaoot 121 illS.. depro;;t1Cil, t.ctunl 4CI:10ot1o oonemptiCIII or ooppor chriJ>G ;~t,y io oetS.OO.tod. to lum> bee •rCWld 40,000 t ono or C>bout 8, 000 tor~~~ 1n ...... oao ot prod.uoore' clell~rioe 'llhioh ......., 3l, GIK to.'O, 1~1ontinc thnt tnbr iontor a ent1ot'io4 nllout ~ ot th.S.r acatb'o oCIIII1qltiCIII tran ~cir oon atool!:;, Fabricatoro are booldQC ""CZ7 littl.c> - bua1l>l>ao. 
'll\o Lcmc!CIII ooppor l>lll'k:ot-.. 'QP •lid>~ l&<>t.....,. 0114 tho ~ prioo roso to O. oq,{ o-ocl with 8,Gij{ 1 .U GCO• llc:l:le.t1o !.rioe ra:>Aina fire at 9/. 
~iDo • 1bo ote4d¥ r h o 121 a1no etooka oont1mlocl cluriziG ~, tho iDoreuo be-13,000 tooo tor tiio b<IJtb, occpGrod. with 17, 000 121 AprU, stoob bavo rieea 121 9 DOIIthe 11,227 tmo (rooord 1.,.. lllot ~t) to 148,120 ton. at the ed ot :~. b1(11-.t Clll rocc>m. t'ho COlly ODOOU~ fi>Atur<> ot the ~~ ototiatioo 11t1o10 tho eUd>t riao 121 ohlp:>cte 24,G28 tons fi-o:l 20, 008 121 AprU. Procluotion clroppocl on~ ol~t~ to S7, G10 tCIIIo r.-?35 1n April. H........,., 11.110 oCIIIOCIIItrnto procluot1011 11- bGdn(; ourt..Uocl oho.rp~. ti>i o t:lUDt 1>o rofieotocl 121 1oaw o<>Oltor oporotlone Clll<l hODOo •1Do produotiCIIIo - - '•• ot ¥, i o et eoclior than tho ototiatice ~ iQp~. 
t'boro """' & little ooro aotivity 1n tho &iDo llN'ket last 'COol:, eoloa OOOIIeecl• doUvorioa b:f 1 , 264 t..,., 1'bio ...,.. rotloo~ 121 "oorreopondl.n(; riao 121 untilled orclore, nt 21 ,000 t=, · - ocl with 67,14:5 . 'YOtJZ ac•· 

Load • Good biiYiiiG put 1n en Clppoo.rGJJOO 1oet t'I'DOI<, IClloa r ocd\1114; 8 , l!GT ':411oh io tho inrcoot wook~ voluco cl.noo l iMit J""""":f• f.hilo at ooko nro oxpeotod. 0 J.'urthor clidlt iN>rOC\40 mon i.lQy ototiot1co aro roleuocl , tho cottol 1o 121 IV006 and Tlith ~o 1T i oo dcxm to 4!, procluoers o.ro not iDo llllod t o pro .. qAloa. 
llidoo - CantToey t o tho uprmrd troncl 'll!liob ha. tnl:ao plooo 121 tho etoolca ::c,~ cthor ca :nOC!ltroa, ataoka of hidoo bo.vo boon coinl! claM~ tor tho pact 4 ,.,.,U,o, At en.: ot AprU (le>teot ticuroo av..Ual>lo ) they ftro tho c=llo&t t or that t:ICIIIth 121 oz:r:t tl-.e l>\llt 17 yoarc ot record . In to,..,. of prcrriouo :S OODtho 1 ocmai.DI'tiGII April otoolca 
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rl>~'l'oocntod ~ 8.3 months ' auppl,y ~ 12.2 laail Deoed>er Ul4 T.l a ,_. llllO- -• •­•t bolO\'t tho ~yoar .&prU a~ ot 0, 4, 
!bo tread ot 1114• ID4 leathCZ" atGtiaUoa baa boc t'wmlrabl a dale -~ 

thil yoor . Loath<>Z' oonalqlticc 1D AprU ren abeCI4 o~ boUI leatfler JiC'o4aoticc IIIII! tile ~ 
oid\t ~ ot oattlo hid.. tor tbo 4th o""*eoutl ... -... £a a re.aJ.t to11a1 .-... Sa 
all b.Uo or 1114oa, 1D-prooeae loath ... , IOld t1Dioho4 leetfler haw 4eol1De4 ebon 1q1 ~ 
tbo ...s ot J~IXlr'Y• h14oe bJ 66$, 000 pieooe, iD-sr- 'It' 1911, 000 IOld ""' "'-4 lr • • 'It' 
620,000 ... "total of l.S'78, 000 pieoM, Aa bob>oeu temera Ul4 peo ...... bJ hw , tile~ 
.. ..., at.Ul ocrryiDc a largor proportion of t<:kal b14o otoal:a tt1ea -'-• ~ ooaM•d ns to 
1>1q cnl,y tor ourr cct 11I04a buo4 COl eboo ~· l•ii>ll' ~ • 

.U14e trcc tho -uw oai>i>le a~tor. the ohlet twotor bobtD! the 
inprovod stotiutionl poelti® or 1114•• 1e thC>t 4uri.Dg the ftrail 4 - · of ii>ill :roar w 
trero a not oxportor wberoae we aro ~ly a 1>0110)' iaoportor, Durin(; thlo pcno1o4 _. 11ft 
oxporto woro ro, ooo hidoa \11\oreCIG laot yo or durin& thlo ...,.., perlo4 wo imported 1, 067, 000 
hi doa. !lot oxporto of 121,000 h14eo 1D AprU '!""O the lupai> dnoe r ecorda bo91D 1D 
1922 . OUr rr.1oo otruoturo tor aeYoral mcmha haa bee 1 .. rolat1"" to ii>e WW'l4 ...,.,.., 
in Duo:>oo Alroa and iDporta dool1Do4 lht.rpl,y boCSm' "C 1-.t Sopt:Gabor, 

Shoo t"'oduotlcc tor tbo tlrn 4 -· wa ort UlC &aa a year o.co(ttuiD 
it aot e all•t ino hiO>) and tho -'-loot tor the porlo4 alnoo l98S. !ho okn.~ tr-. 
h""""or , """ up aoro than ..,uccnll,y, C-o4 mit> a :roar qo, """.....,. wa ott S)JC. 

20}l, em AP'"il onl.Y 18f.. 

\heat - 'lho Gcm>r=ant c>rop repon plaaod tho lftntor 'tltiOC>t orop at 781 
nillicc buoholo, t1!iiOI11e 00 ailllcc 1011 than tho ~"&"ogo ot tho J~"hate raporto, Dla 
r.ooa:opcnyinc cca:xmto •trooao4 tho UIIOOrilaiD outocn> ot IIIUOb ot tho orop1 am o.a tho r e­
port oolnoidod "ith ,.,. of .....U thr eohiziG out-tun>. m!. law wol.Qito in tho s~. 

no r oooivod quite bullllhl,y. 
this roport eapho.oioeo tbC>t tho 'flhoct orop io otill a lccc '<101/ tree 

ha:,.,,ot , ll'""rt!:oloas. tho ~ 1 Jl'oapeot, o.lloorizl& 270 tlilliOil tor Spr1Dc '01\eo.t buo4 """'""'rt ccr!ditittla,ia tor a orop ot 1 , 0!0 tlilllon bulbelo. Daclootlo roqulretlallto ""¥ bo 
IOat,ic.atocl o.t 670 allllcc and tho autborltieo o.ueo tbllt ~will bo ll::d.tod too (1) 

cr<= coer tho porte Ul4 lloooo o&UT)'iD(; -'-1 &oll#>t ohar~J (2) dlatonr oc bo 
in tho ouly pert ot tflo eoaocc. Dlo Dopo.riDcat ot Aj;rloulturo I>OOi>lO ootltlato 

proil>cbllo cxpcrto o.t 40 tlilllcc buoholo, l!oo.ooDa tor tbo 1.- t1pet oar l'C'in• 'Oill be 
h o.a mat """ looka to be o. 400 tlll1101l baollol crop, ODII tu:S" ntiza aotature 

•ituotion in tnvorablo, 
1'J1iG odds Ill) to ll totnl &bo01'J;>tlCil. Of ahoq for tho oar:xln(; GOCCOil Of 710 

"!!~~~~ or on 1ndicC>tod eurplua ot 320 ti11110D bcood em tho Juno 1 outlook. xr tho crop 
rn horotU'tor ohould doollno u tiUQb u 18l tlilllcm buallolo, thoro 1701114 atlll bo a 
o\lrlolua or noul,y 200 tlilllan to odd to our preaoot oo.rryoYOr ot 200, <kl thia bull it 

to "" thct tho Mll,y 1D 'tltloat prioea oam>ot holcl ail that 'tltleat ...,.t eell 4..., to 
•~•oro tho Gorora:ooot loan will aupport it, ·,10 4o not y-et llnoor ooa:10tl,y ..,..t 

POint 'Oill bo, Pro.lltllnary dleouoe:l.oDe 1D tho A.A.A. Wloete that tho loan will 
cc¥ baoio l!o ,2, ot aolooto4 1Dtorlor pointe, with gro4e enol tronoporto.ti® dlrtarODtiala . 

'lor<>tdi.'l!; on t!lo looo.ticm of tho 'bo.oo pointo, tiUe tlldlt ._k out botnOD 70 and 7¥ in 
Chlc~~:;o. 9\lt tho lolll1 dotallo are etill bo1n& .tudlod am it 11 IIDOoh to e>Oimt "" 
Od71::lOO cuoa: oo, I umorotand 4et1Dltol,y • .~~ ........... tflo.t t21e 101111 11 not a::])COtod to 
i.-.,:tudo on nllor.tmeo tor prcalll:l t;;ro4oa ,Or<m>ra h~ prcdlD 'tltloo.t '17111 thorotore bo 

cot tloro in tho oarl:ot tor it tho.n b-oo t21o 10011o fhio will tend to tiOl:o tho 
ovon bolOt• tho loan 'ftlluoo durine tho· orop zooor1n4 eOUCilo Ulo aaoo t l: ln(; 

~Pii'O"'~ in oottcxn lnot Po.ll, tor tho """"' roo.aon. 

13, 1930. 
Alen u Tccplo, 
Sto.tiatioion 
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,_ "' IMek .,. lleeth Ap ~. 
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!!e .E 

~ ,2~ '·~ 
.. .,, u .oo,t 

~::t 2 .!1Tgt 
~0.61~ iO • • to. et 1/1 81.l9 to.n 
U.d~ 8-'¥ ... l¥ Uoll¥ 1!1~ •-ll¥ 
l . Gtljt l.f$1 1 .811jf 2.46jf S. l!Ojl o.n,t 
~.80!1 UJ.IOI ll?.Sfl 56olfl 72.60jf lad¥ 

~'Jtt • 
1;·ti;;~ 

e.os¢ 
ll. :n¢ 

?.921 
11.211( 

8.Sfl l!.zt~ U..tOI &.oo,t 
U.I!Od 18."" h . l!Ojf Z. llegl 

' .;er 

... 

, . 

l• 

' • 
•• -· 

~-601 4..461 "·»>tt ?-'¥ lT.T¥ 4. 651 

•,c, ' vll 

.. 
, .... , 8. 55/ 1. '111 u .z., 15.oo,! 1.62¢ 
6.~ SoSfjl ' ·'¥ !l.oo,f 10.8$1 Z. lle,l 

81 ... 53 u.eo tl . 81S $1. 71! "·'' n .os 
:10. 75 tu.oo tu.n tu.n ~- .. 2! 
~ ·).* ~0.15 to • .a t\.02 .. #].. 23--t ' to :ses 
t o.~i ~ • .,. 1/a t o.as a;i t 1 ..2$f 82.15 $O. &&i 

8o' 5/ ··~ 
a.T&~t l5o25/ U.$01 3. 7¥ 

•·381 a.slijt • • ,Gj! ll.'f6j( 24oSTI •·IX¥ u.O-."lf ll ooo,f 10.00 u .oo,t 2:!.8Tjl 4 .87¢ 

·•·001 •·00# •·&C¥ a.oo¢ 9.60/ Zo61¥ 
.,.OOjt 4 . 00¢ 4ol&jf a • .,a;~ 6. 781 %.30¢ 

131,.2 142. 0 lll5oT Zo:l. & 

..o p&o, lfllel< b&a b~t a -bor ot ll!pol't&llt ~1~• 1z the """"""'tv .,...~ 
,.·,he '" quit. lUoe~ 111at •• el!ell look l>aok upon it aa D.l'kias a tnm tor th6 
~~ , .>aition or ""'"'raJ. 1Jiport.Dt o_,.,.s1t1ea. Md co eb""lt t.. tiM deol!Da 1z 

'•'~.. . Jus d•Tel~te are• the clftatlo ovt&l~ 1z oeppeT J:liJd.Jll; tho ""t 
• "boT o~ort all-• to 45 p.r ont1 Ule out 1z tho tiz ~ all.,...._ IIDl 
"·' ror • '·,urrer pool": groator ourtait.nt 1z load az:d d 1111 prO<tuoti ca; a ~oolw 

· "' ' o. : • .;.on tbe 8.52/ mdeh 1a th4 ails~ _.t 0%'7 lom on tbe OGDizlg oN>J>J 
"" L> .ohaat o d .orool ""1eb br~ thiil pn.oticn~ t o th" lOTOl or tho Gonm 

"'ld !~11 ... 8 TU :f little !'ocm for fllrther c!eolizo; Q aaU e:&t (cinOJ', to be ...,..) 

-::1. '"!<"<": '~· 
·~·• 1:r-,-.p::on ts oll onld brinr; oteadior - 111ty •rtots. lfooc!y •a indo>: dt'Opl"'d 

• ~. aJ! • ~r hpril tTen 1~2 to 1~0 ""l:f len welt. I t oloaed the 11e0k at 1~1 .2 . 

" ·!' ;,,. • .,.,......,nt to tm probsble eea110nal oeeizl 1n Hnlftook pr1oes, = d t2lo 
• "'" tor mdlu t rial !'&"' 11:1terlala . Pr1oea - 1mlib~ 1D otart up ....,11 .l.n •<twr.:>e 
h•.\Mo~> ot.trn, '.Ob !ob 11 still dr opping. BUt thoro h oert.Ulll:y core nl!.ll"" tho.a 

• rr- ·~ "''l •e·te thot the .SOal.l.ne is ellbawtti ng 1tsolt. 

""' • f •~ lnt orMtional T.l.n Co=:itteo oot third qWlrter •uotca at ts-;( {axoept 
" · .t., • at. Indht Nhi<>h reoeiwc! ~), eomp~red ritb 66;t .l.n th• sCJOcmd, '7()11 .l.n 

<.-t ::~ · 1u tbo third quarter or 19!7. llore-. tM Caoaittee annoomood that 
' · n •l ~ r >ry 00Wltr1ea bsd ~ to the prtnolplo of a baf'tet' pool t<> tako Ill!"• 

h ' N • :OJ aruto Deobion U to wt.t pe.-atcce af' the ~ q ....tl " wld l>o 
~ tv t.-. <"<>1 ~• dUerred, lllt21~ tbo ~ttee prll'riauol;r I>U izt-t.d b 'o 
l • lS • "•:~:: ooot.l.nc 'rill b• hold l>e.tore h17 1. lf&la:ya baa ulotd tor • 
• •• 
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!be~ ..,.wr wwltl ..,~-,.. '"•sa , .. ., n ••• ~ 
nOD·dP '-17 •-Vl•• o.U.. w *If 70 100 '- .-t•lllf• •r• rt .a., • . fBI" 
Cl.IJIIItlGO • • •o. tOO Sa tbe flret qaner et 11M ... •·• Ia t11a JaM ....- .. ~ 

C~r • ... ADMOD!a act ~---- !law -·-·· ,... .. -7 n .. 1e 
'ba!.DC • oOIIPin. lllldcloft tt~r n 1eut - -'~~• lllle0 ' C r .- .-"r .... J111oo 
c~~~oeu, rill ...... mae Joroct•t1• ,.-~ •'-" a.ooo a ...a ........... .._. 
s acntho, •teh h the tt.e re" 'ti1N4 twa .... 1a alai pr at.tl• tie M fllllll-:••r. 
ret inet')' ope..-ts..a, rei'SaecJ procJ~i• IIMMlcJ 1le a , ..... _. 110 000 ._. ,.., • -. 
clu41111 oopper tr• ••"P• o..,....ct riila 110 000 Ia a,ru. 

Tbaro h _..,. ....... to 1h1Dk taaat anal ct.tots. _...,..._ s.. -s.a-
OO, UIJU '.;ono -'!l~, Jlottanot 4-etiO doli'rorUI haft a'l'll'tpcJ lt0000. N .. ,. ,.... 

t o'br ioatore ba'l'l 1lee11 drurlac • tbiLr Cltl1l eteotl tw peeiL~ _,.., l-100000. Ia 
the put 2 ~ oxporte haft ..- 110 000 ..til~, •"Sf•& a total ciLAPUIItl- fll Mtos• 
45,000 and 50,000, a- tbo oat LB paocluotlce Le IDI'flo1o~ 4l'UtLI te h1n- 1111 ille 
a>rket poe i tice 1'1'& Lt -.-pt;Soe ~Mlia11 tllrtlur act olq~Wto h11 ott. llllpiril ...... 
haa no·,, elooktmod • - 'lbat ud lhl~ LB tbl ~ woeb rill 1le .-llll'o ••• ,..lMI, 
vl.tb pl'<'cllloti on out back t o t ho fttlllt: bidi cnte<l, it •- lll'taia tbo.t 11Dw.l .-- fit 
eoppezo 1a tllie a: cab, wU1 1le 4NDPS., ._ ~ tile •IWAI4 nntftiM aWl -r ~ 
"1111>11 nppUo1 ~ MBtiS.O w rleo tar a iiS.., ~ tlda 'llu1a pr:cJMsro ...... ilo 1le .­

hold the tl prloo ~~ tbl tea4aa IIUir:ft 1ll'llb ~ 11114 aport ,..,_, ....,. -
. leta~. ForeSp ooppor ro• •liP'~ 1a1t 1IINk 1lbl1l tbl oqon _. "--Iia ..-.. WN 
•nob• see ct. 

1'1heat - Prifttl orop nportlre nro •••'- Ia tblir opiai • .._,, baled 1Spa 
gro ... ing oondl ti-. u ot "- 1, ilab ;rar'• '~heat orop rill H tbl lupet 1a tbe 111"-7 
of thia ccuntl')'. Ia ... .,oo•, ~ltle -..t ~· cJreppod laot ._. to 11le l..t poll* 
ln aearl.7 li ;,.n. !be aw..-,. eetlaetl wae 110,000,000 'IJiatlll' ud Ut,ooo.ooo Sprillc, II" 
a total orep ot 1,0770 000,000 •••1•• rr.riou reo01'4 onp wao 10 008,817,000 Jn 18111 .._ 
t heN wae a tr•tataue -'-d tw Gill' n..t &'~~read cltao to tbl ._., 

Die Caudiu orop wu ootlae11Dd at MO,OOO,OOO bubelo lilr 1IDo til tlto prift11D .,._ 
portera , 'lbe werld wheat autlook 1e Mart•, na tbollcllllanpl a:t ~ .,. ·aat tbiB 
laot )"'or, and wrl4 pl"iooe uo like~ ilo Nlo to.. 

It 11 '1'11'7 4 .. bttal U.il n eltaU M ablo to "'Poft lliiM&t •:It -· ud ail ille 
11101e time PIC i t at 801. 4111 tbl tano, wlt111l h tbl aJn1 flpro tw ilal -da'-7 ~ i1o 
bo mde 'ltDdar tbe - hnt Aot. llotlMtiD& tbLe tenbocatnc pee, tile cJiotaall _.,. LB tbl 
linnaaa City •rket late~ b8'l'o ,_. 001plotol.7 .ott c ozpart louie, Dsu d>e1P HJ.IIC ~ lJjl 
bel ow Liverpool, ... orop ta11Dn• 1a tbl -111ft ..,-Joete hew allPol"' eold clo'llll 11D .. 
boola ot the Ooow.....t 1-, ucJ tbln Le little rea ~r C7 ~r doolLBe. 2lte -­
~UOMo of t ba pri• pecclac operat ie oa wbioh tbl OoN: at 1e c""bl& _,. to a.1laltl: 11 
that there -.;, M a .....,.-r fit eoo,ooo,ooo baO.la ot '~heat Sa 11lil -Lri at tile ODd fll 
the cOllling • ._. 
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Bo.ood oD pr,u ..,t opero.t~ ro.tee 1D tile •Jer ._trteo •• the ap­
p&rut corto.i uty that thoro will 'be • tv- ., r tile •etter darlJic t1111 •lltll 
.. oo t il:ato that J,_ rill brl"' • ftarthor •oolbo or per-.pe z polN 1a th 
co10p0olt o I D4ozoo o • -1•••• The Fodo,..l looorw 1 .. • hr .lprll - n1 r.r 
1117 oar ooleUlatlolla ohow f4 or 15; alii a .r- tlpro ot ft to ... lootod. Tile 
Jul¥ ti5wo will bo ot ll l 1- r 'be ll>re oorroot1o11 tor ..,_ -1 -•1 ... u,..1 t ut • hothor tho 4rop will 'be J Notor tbaa oouoDOl it ll too oorlr to ,....lot. 

c:o-.tiH prt ... - · · ..... tiM ..... 1 .. h t ile,.,.,.... or 1M\ ... llet 
ralllod -llii&tt.... J 'beliow t.boi"' lo a toir PI"''bebl litr -t otoplo -
•••llt:r prleoo o D t ho owro&• • 111 oto .. 7 -• preooot l owh. Pvtlo.r ..u t. 
pro~uctloD bon booo • 4• lD copper, tiD, l...S, olDo ... "'b'ber. .,..,, eon ... 
.ool wil l hno t ho oupportlDc ottl>ot ot Oow,.•IOt loe•, alii tlooro lo little 
roo• tor a l'llr t her d r op bo tl>re thor Not oD the l o08 lo wlo, C.ttoa b bol• 
tho lliniolwa pr l co a t wlt loh a l oaD o a the ooool"' orop will bo •lllotorr. No 
prloo lo r ou&)ll:r 8. 32 oo nto I n t ho oouthen •rtoto 1 •• 111 tbo loq~; ""' the prloo 
ot cotton ... t roturD t o t hat lowl. Thou ian• oaooo •r wU atop tllo ........... 
To otort tho Mrlaoto upward , ho .. wr, lapi"'-nt b • -111 will bo •••••rr• 

l n4uot r 1ol am tr .. o - oorrtlweo to PI"'••Dt a pl.t>an o r doproool ... 
Stool alll oporotio oo d ro pped l oot nok to 21 por oont, •• apporo&l:r will bo 
about thO ou:o t hh .. olq t o r althoucJl TOWOJitowo n4 ChlOOJO wil l bo •P oll&htl¥, 
Plttobur&h will bo orr. ... buol»eoo b ot l ll h t ho olow • ..,. ..... •s.• boJu 
ottor llaroh am ocrap prlaoo wro l .,..r •&aiD l oot wool< both I D Pittobou'Jh •• 
Clonland , • ohl.no tool ordoro aro 'bellnod to bon booD 1-r In •:r than h 
Aor11 when thoy woro lou t bon ono-thlrd o t o yoar &&0 ODd oro oxpeiOtod to bo orr 
a little ~ore i a June. 

Automobi le product ion laot wook dropped t o onl:r 27,000 ?Ohl. ol oo, oooord­
los to War<\ io oa t iil&to. fhlo woo duo lorr;o l7 to t ho Ford ohut4own t.nd t.l Ford 
lflll reowoo thl.o woek thoro will bo • • • """TIJ'f• llow?Or, l.Ddl oatlono oro t hat Juno aoooiii>Uoo, u.s . alii Ct.Jiado, will DOt ... h u:ooo4 150, 000 unite ocoi not OD 
Olt!D&to or 195, 000 in llo:r, 2118,000 iD .t.prll alii 621 , 000 In Juno • ,. ... "«"• 

Car loodinco p l.D04 110ro thaD HUOD&ll7 duo to 011 bpro?Ownt iD cool 
am oro loaa i~o Whioh oro at l oot bor;lDDln& to plok v.p olir;htl¥ attor • ,...., poor • 
otort . Bl oot rl.o powor productl.oD p itied oouonallr. Tuttle buoiDou ooDtl .. oo 
oluuiah wit h ml.llo oc• l.D tl>.l ll.nr; to ooll t holr pro4uotlon. I tow woolen m l h 
han rocoived late ordoro t or Fall tabrioo aDd will bo 1> .. 7 tor • oouplo ot 110ntho 
but tor tho 1D4uot ry oo a wholo tho ol. tuatl.on l.o otl.ll poor. 

Do r tmollt otoro ot.loo l.D both ... York City and tho country ao • whole l a 
tho wool< endS IL\Y 28 n r o ott l9 por coot, oooordin& to Fo4orol Ileum roporto • 
Tho onr as• tor tho •lith o t llq ... &boUt 15 ,... .... Thol l tlproo i .. l wlo tho 
ortoot or rather uDto...,r obl o wathor o I t ... a little better 1D .. York Cit)' •• 
tho cood dayo loo t wool<. 

All onthrooito ooal • • told • on Satvdq that t .ho bo•ohol4 uto•tlo 
otokor buoinooa 1o o il& ll.ll& whl.oh h ""'114ft& oubotontWl:r obow • :roar • · 

Attaohod l.o 0 ooapllatl.on o t dl."f'idom doel arotiono tor llq alii t ho t h o 
:ODtho. 

Juno 6, 1938 .AlaJI B. To.plo, 
Stotl.otiolOJI 
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DEPARTMENT OF THE INTERIOR 

UNITED STATES HOUSING AUTHORIT Y 

WASHIN6TOH 

l 1.81e ~. 19)8. 

#\ . 424 

·. I S ' 
.. 1') ~ . 
II . I 

Ref erring to your telephone call, I had the figures which 
you re~uested prepared on the assumption that the United St atea 
Rousing Author ity would be given the right to make 10~ loons. 
This proVision hus now been el1.41nated in the report of t he Con­
r~rence Comuittee. I ha• e, accordi ngly, r evised the f igure• 
be...rtng the change ln llind. It 11, of course, a blow to our 
program. The October and l o•e•ber loan figures, as shown below, 
•ould have been 110re t han double an.d the December f t&ure nearly 
t reble the a..ount shown 1f we could have ~~a de l~ loans. 

I hope these figures, which represent our best estimates 
bt this time, aay prove of service for your purpose. The figures 
are , of course, confidential . 

April 
May 
June 
July 
Augu.t 
September 
October 
Nove111ber 
December 

446, 000 
77),500 

2, 500,000 
4,500,000 
7,500,000 
9, 000, 000 

10, 500, 000 
12,000, 000 
l3. 00Q. OOO 

(actual) 
• 

(esti!D4ted) 
• • • • 
• • 

Total • 60,219,500 

These f i gures are loans t o local aut horities and do not i n­
clude the expense ot administration. 

Honor able Henry Yorgenthau, Jr., 

Secretary of the Treasury. 

NATHAN STRAUS, 
Administr ator. 

) ~ Jafw- l!a~ -

Regraded Uclassified



u.: .Jr: 

:>per~ ~or: 

::. :.Jr: 

::>r . Pert•an: 

~ . . . Jr: 

? : 

I' . ..: .Jr: 

?: 

t.r.: . . J r: 

? : 

P. .. : • Jr: 

P: 

" .. :. Jr: 

? : 

!!.:" .Jr: 

? : 

H.:: .Jr: 

?: 

~ . . : . Jr: 

Hello. 

Dr. Parran. Go llhead. 

Hello. 

Hello , Mr . Seore ~ary. 

Ho"' are you? 

Working bard. 

That's good. Did you oall ce? 

June 
4:10 

• 425 
14, 19:58. 
p . m. 

Yes, Just to give y.~ ~ progress report on matters 
•e discussed yesterday. 

Yes. 

I talked with Dr . Pa l mer . 

I don 't hear very well. 

I was - I t a lked on the phone this morning ~ith 
Dr. Pa l mer who is in Cleveland with Ui ss Lonigan 
and a representative from Dr. Stanl ey ' s office . 

Yes. 

And he says that the Surplus Commoditi es Corporation 
is not beginning to me<t the needs there, what they 're 
doing is merel y a drop in the bucket, end or equal 
importance they are bending out fl)ur but many of 
~hese poor people have no way of ueing the floor. 
They pave no shortening an6 they have no baking 
powder and many or them have no gas even in their 
houses. 

Yes. 

He emphasized the situation which he sensed very 
acutely yesterday. 

Yes. 
That i s the need ror gearing the ir work to the 
nutritional needs and the health needs. 

Yes. 
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Rel i ef l~ad and 60 on. We are planni ng a meet i ng 
~omorrow with Or. Stanley ' s peoole and the group 
whi ch has been in Cleve len~ to r eYiM t he Situation 
and parti cularly to l~ down the det ails or the 
study hPr e i n t he District . 

Good. 

Should have e r eoort to r you w1th cost esti ma tes 
by tomorrow af ternoon. 

Well , I exoect to go up to Philadelphi a tomor row 
a fternoon unle ss some t hing happens r.h ich i s unforeseen 
so - but I will be in touch v:t th the of flo~ on 
Thursday , end if you ' d keep - l et ::rs. Klotz 
know . 

I - I shall give t hat report t o ~s . Klotz t omorrow 
a fternoon or first thing Thursday corni ng, one o r 
t he :> ther. 

Thank you eo ~uch. 
ln 

The other ooint/Yihich I thought you mi ght be 
i n t erest ed·. 

Yes . 

'7ae on t he venereal diaeaee b i ll. 

:lh yee . · 

The Aoprooriations Com~ ittee ln t he ~enRt~ cut 
t he or esldent's estimate of thr ee o 1ll1on •? a 
mill ion end a half. I t h ink we ' l l get pr etty 
strong euoport i n the Senate 1n having tit kr et 

d i t • 11 a oueet1on of h&Ying 1 ep 
store , 6 a I beUeve we , 11 get it put baok 
in cohnfserencte . Sem~tor Ber r.ley has J>l'O!Di Ped to 
in t e ena e . It the ball -
help and La Fol lette bPs te en up 

Good . 

~f couree and some ~there. 

Good. 

I thought you ' d be inter ea t ed in all that. 

~1ell , I hope you get it . 
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I shall do everything I can. I think we have it 
pretty well in hand with the exception ot the 
House contereee and that meano Ur. Woodrum. It 
the Department had any contacts with him i t might 
help. 

Well , have you been using Hester on this? 

I haven 't . I called !.tr. Ql.4lhant and he said that 
after talking with Hester t hey thought they'd 
better leave it 1n my han~a . 

I see . 

But I'd apprecia t e any help t hey could give lf you 
think t hat would be appropriate. 

Well, I ' m going t o see :lr . Oliphant in a few 
minutes . I'll t?eak t o him about lt. 

Thanks. Very much. 
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llr. llcReynolds: 

I The Secretory would like you to 

please read this and just give the gist 

to Admiral Peoples. Thank you. 

VcR I t o_, ~~()~, 
June 1 5/08 ~ tl~-. ~A ~ . 

v'J/, ~ .-rro/f/ 
)7 !),, 7 . .,:._~do71w:/l 

• 

• 
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... A cop,. of this was give~ to ·llcReynolds 
to-da7~ at the reques t of llrs. Klotz . 
llr. llc:Heynolds was to r ead this over 
and then give the gis t of it to 
Admiral Peoples. 

llcH 

June 15/38 

• 

• 

• 
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Hello. 

Secretary Wallace . Go a.head . 

Hello. 

Hel to. 

Hello , Henry. 

. - 430 
June 14, 1938 . 
4:49 p .m. · 

Henry, t he President brought up agai n th1P matter 
ot trading wheat f or vArious thino:s over t he 
world and t his time 1t took this form. 

Yes. 

That we traded it t or those th1ns e which t he Govern~ent, 
es.>ecially t he A:roy and !'avy .:>urchase. He mentioned 
teakwood 1n t he Strhit Settle~ents and sbell&c some­
where end so on, and tb~ught p~sr ibly t he A~, in its 
needs for maganese and tungsten and s~ on could -
Ylh1le it d1dn ' t purchase the stuff direct, could 
work out a scheme wher eby 1n effect i t d i d do the 
purchasing 1t mad.e ,r>urchl\s1ng ar::-angement& through, 
we 'll aay the steel corporation and what not . I 
told him well that comes under - t hat would be under 
procurement, it seems to me t:> C.o t he funduent al 
work t here :>f seeing to what extent t he Government 
ourchases could be asPe~bled ~n a basis t hat would 
enable us t o trade wheat for tte product s . And he 
said , "Yes , aup~:>se you get ln t~uch r.ith ~enry P~d 
pses it :>n to hi~ .· So t hst ' s t hat. 

We l l , I 'll pass it on to ?eoi)les , but rltb ~11 due 
reepect t o t he ?resident I thi~ he ' s a l l ~et on that. 

I told him -

~ut we ' ll pas s -

It sounded like t he good old i des end I told that ' s 
whst we bAd uo to hie once and then ~e said - •hen 
he put 1t on i~e basis ot Govern~ent ,r>urc~ae~s. 
Reme ... ber t he t h ine; t hat ~l1,)bant said couldn l. be 
done wss -
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Came up first on that baeie . 

Yes. Well , like all or t hese suggestions or the 
President, we natural ly g ive them careful con­
sideration. I'll turn it over t o ?eooles and aak 
for what? • 

No, he ment ions specifically teak and shellac and 
t hen t hose r are metals that the Army usee. 

Right. I jus t don't see how we can do lt, You know 
they had an excellent 8111 up t here to buY twenty 
five mill i on dollars of thinge t hat the Army and 
Navy n~e~ed desperat ely. 

- - -5. 
That's t he best way to do it. 

Why sure, .-e 1 ve sot the CIOney and r by not do it. 

Sure, t hat 1 8 the way to do it. 

Yes, s ir. 

Well -

All r i ght . 

All rtght. He also mentioned poeelbly export -
i mport ban~e should be i n order too. 

Ri ght. 

All right . 

Thank you. 
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.. . 442 
June 14, 1938 . 
5:15 p . m. 

Oo ahead. 

Hello. 

Yea. 

~- Secretary, this ls George Uessersc ith. 
t alking. 

Hello. 

I have jus t been talking with Dan Bell and Sumner 
Welles. You know we had t his- we ha ven't been 
able to make these payments t o Panaca under t he 
Treaty because she has r efused to accept them f or 
t he las t five years on the ground that we were 
paying in t he new dollar and they were inei Fting 
on the old dollar. 

Yes. 

And we have an accumulation or checks no" that 
have issued - been isPued for five years in the 
Treasury, and the whole thJ.ne we.s held up on 
account of the new Treaty/Sijtng reported out. 
Uow the Sena te Co:n::>lttee on f oreign affaire -
Senet~r Pittmen has just tol d ue - has reported 
out t he Treaty . 

Yea. 

And on the .be.sls of that now SWDner Wells hAs 
got in touch with the President and the President 
has j ust sent word over t hat he quite approves 
ot a joint resolution being passed authorizing 
the payment of a certain amount of money to the 
Colum - t o the Pan-American government 
to cover the se arrears, and I talked over - t he 
Precident said I could t el l Dan Bell 1t was 
all right with hLn which I've done and Bell 
suggested t ha t you e ight be helpful on the tning. 

Well I don ' t know. 

What's that? 

I mean -

I haven't been following 1t personally. 

• 

\ 
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Ho. Well the Treaeur;r hae been - WIIJ"lle Ta;rlor 
knows about lt. 

Well , l an't Wayne in? 

What ' s that? 

Isn 't Wayne in? 

Well I didn ' t like to talk wlth him wltllout your 
aut.llorlzatlon. 

Well now Just a minute. Let me see lt I can get 
hlm on thle wlre. Wlll you hold on? 

Yea. 

Please. 

Operator. 

Ia Wayne Taylor ln? 

I ' ll see. 

Put hlm on thle rJire. 

All right . 

It's a thl ng which has been ver y bothersome you 
know. 

Oh I'm glad you called me, and l et me see whether 
I can help. 

Bell - Dan Bell thought that your legislative ottlcer 
mlght be able to help down on the Hlll on lt. 

I don ' t know. We'll Juet see lt Taylor is ln. 
Just a moment. 

Hello, here's Ur. Taylor. 

Hello . 

Go ahead. 

Hello. 

Wa;rne? 
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Yea. 

Ueeseremith is on thie wire. 

All right . 

And he ' s got a proposition about the Panama. 

Yes. 

Are you familiar with that? 

Yes, I am. 

Will you catch the ball and see wba~ you can do 
to help him? 

Yee. I've got Bernstein already working o~ that. 

Yes. 

Oh you do? 

Yes. 

Well, I - at the President's request Sumner Welles 
had me take it up with Bell and Bell thought you 
might be helpful on it. He's clearing it thi s 
afternoon. 

Yea. 

And Dr. Corrigan, our ~1nieter to Panama, is down 
on the Hill now and he ' s talking with Pittman and 
McReynol ds , hoping that they 111 help him with Glau 
and Taylor, the chairman qt the House Comnittee, 
you know. 

Yee. 

And Dan Bell suggested that I call the Secretary 
because he might be able to let your legislative 
of ficer help them on it. 

Yes. 

Well Wayne would you take it over tor me? 

Tea , I -
• 
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You're already on lt. 

I alreal13 had 1t. 

Well you see Ueesersm1th that's how err1c1ent we 
are. 

Well, I'm - I ' m standing baok 1n amazement. 

Wel~, onoe we're good, see? 
talk to Wayne Taylor and he 
be ther e. 

Yes, well thanks a lot. 

Well I'll let you 
seems t o already 

Glad you called. You take - well I'll hang up 
Wayne. 

Al l right, Henry. Well I don't know-

• 
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P.t.RAPHJUSI or TELIOIWI RJ:OIIVED 

FROM: .6aerioa.n lllbaesy, Par1e 

DATKt June 14, 9 a.m. 

lo.: 925. 

J'ROK OOOHR.U. 

Director• of the BIB were informed ~ the management 

at their monthly meeting yesterday of the statue of the 

Austrian 1930 Loan for Whioh BIB 1e trustee. I quoted 

the communique thereon in ~ oablegrama 892 of June B, 

10 a.m. The BIB ia taking no action beyond ita formal 

protest sinoe the matter of aervioing this &nd other 

Auatfian loans is now the aubjeot of negotiation between 

Governments . I waa told by Sohaoht that Germany was not 

willing to aaaume the unqualified role of a sucoeaaor 

state to Austria inaemuoh ae this would involve oblig&tione 

under Auatria'a foreign treatiea, eome of Whioh (most 

particularly that with the Vatican) are not acceptable to 

Germ&!Q'. Boh&oht aaid it wae manif .. tly imposeible for 

Germ&DT to aooept this heritage ainoe the two guaranteed Austrian 

loana were primarily i ssued for the purpose of helping 

Austria to -intain ita independence troa Gel'II&DY and thb 

was so 1ndioate4 in the ganeral. bonda. However, Sohaoht 

inaiated that bia people were willing to diaouaa with the 

interested powera this queetion of loane. 

Be said that Germany waa continuing to receive .arioua 

proteua from the United States Governaent. Bohaoht thought 

that aoae of hia ideaa on foreign trade were very oloae to 

thoee 

• 
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those of Kr • HUll, but he did not see how111 ooW.d upeot 

the Gerlll&l18 to meet all of their obligationa to ue when we 

not only out down our purob&eee of Geru.n goode but &leo 

bring euoh eoonomio pressure upon other oountriee whiob 

ordina.rily t1 tted into the eoheme of mw. tilater&l or 

triangular trade that they find it neoeaeary to ourtail 

their purob&eee in GeriiUUI1• 8peo1fio and emphatic refer­

enos was lll&de by Sobaobt to the oaee of Brazil. 

Sobaobt said, 1n epealt1ng of the latest depreciation of 

the French trano, that thie was one 1110re evidence of the 

oorreotneea of hie decision not to bring the reiobemark 

into line with the Tripartite Agreement . Sohaoht told me 

that hie monetary setup had now bean so organized and 

perfected that Geriii&ZIJ oan oarry on, irrespective of what 

may happen to other moneys, without an,y oh&nge in the 

ourranoy. 

The following ideas were gained troa rftiArke by Hulea, 

Bechler and Sohaobt: Rather than und~rtaJte anr multilateral 

agreement, Gera&DT praters to treat with creditor countries 

individually on the Austrian loan question. The Geru.ne 

will not pe,y the eetabliabed rate of eenn parolllt on the 

1930 •uatrian Loan but will inaiet on a oonvereion thereof~ 

There will be a t1eup of Dawee and Young loans with the 

£ustrian loana 1n oertain negot iation• through lbe Oer.ane 

contending that 1t ie illlpoeeible to pe,y on the latter 

unleee there ia a conversion of the foraer. The Oeru.ne 

are 

' 
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are expected to demand, in their negotiations with the 

British, a greater r eduction in the Young and Dawes loans 

than to 4 and 5 percent, respectively, which are said 

to have been the rates Germany sought tn conversion pro­

poeals and which the Brt tish refused a :few months ago. 

Schacht told me, in speaking of the s1 tuation in 

Czechoslovakia, that the more talk there was of war, the 

lees likelihood he thought there ns of war taking plaoe . 

He told a friend of mine that it waa not so much the 

Sudeten question that bothered Germany a s it was the con­

centration of a large number of Soviet war planes at an 

aviation base in Czechoslovakia, Schacht pointed out to 

thi s friend t he precarious state of I talian finances and 

t he coatliness of what he conaidered 111- advtsed interven-

tion in Spain by Italy. 

I waa told by Bachmann that the German negotiators 

had been in SWitzerland before going t o Paris for the 

meeting with the French laat Friday. J.ttempt had been 

made by the Germans to get the SWiss to replace the SWias­

Gsl'lllan c learing agreement with a paying agreement, but 

the SWiss had refused so far . Baohlllann was given to 

understand by Trip that when the Ger•n negotiators oaae 

to the Netherlands, after leaving Parte, any change 

in their Ger&&n clearing agreement would likewise be 

oppoae4. 

==-- =--. --

.. 
J.s for Swed8D, 
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As for Sweden, Rooth told me that they were not likely 

to impoee a clearing on Germany in order to try to insure 

loan service l .. t the Germane retaliate by cutting dclFD 

on •heir purcbaees of Swedish wood pulp, and so on, whi ch 

far exceed the loan service in value to hi s country. 

Schacht told me that ~f the British imposed a clear­

ing, Germany -s quite ready to purchase enough additional 

iron froa England to revers e the trade balance, and wipe out 

any margin for service of debts. 

I had a talk with Janssen, who told me that in his 

recent defense of the belga he had gone quite a way in impos­

ing strict rules. However, he f elt he had been j ustified 

in his action by t wo results, namely, by demonstrating 

that the Belgian rational Bank was a well endowed and 

determined force to be depended upon and reckoned with i .n 

defense of its currency and in not yielding to epeculatore' 

demands, and also in further diepllOof of the supposition 

that the French franc and the belga have some connection. 

He preferred he . .aid the plan of foraer J'inanoe Wi.n18ter 

Soudane which was t o raise by immediate taxation the , 
s\1111 of one billion two hundred million france which are 

needed for balancing the budget to the .,. ..... plan of 

the present J'inanoe Minister, Girard, which is to impose 

tax meaauree for ra1sing only seven hundred and fifty 

a1111one 

f 
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million a thereof. 

Jannen aaid that, on the other hand, he admiree Girard 

aa a rational financial teohnioian who, wortillg w1 th B,.ane -

to satisfy the n•iah el•ent - will oontribute .uoh toward 

malting the Bpulta GoYerllllent a atrong one and the ch&ncee 

of lasting for eome time are good. 

Reference •a• made by Janaeen to the one year loan w~ioh 

1e just now being obtained by hie GoYerllllent troa the Dutoh 

bankere - the Kendelaeohn and Ietherlanda Trading Corporation. 

This loan i8 1n t he amount of 35,000,000 nor1na. They are 

getting fro• 911illl bantera 25,000,000 911i8a trance - the 

Ored1t Buieee and 911iaa Bank Corporation. In hie opinion, 

if a little time had been allowed to elapae, there would 

have been BUOh an i .aprovement 1n conditione that Belgiua 

could haYe raised the 111011.ey at h0111 or elae obtained it 

abroad on better terms. The preeent loan will be at a rate 

slightly OYer 4 percent, aa well ae c01111111Baiona. Be realhee 

on the other hand that the international political aituation ie 

eo uneaey that a 1111dden turn for the worae lllight tate place, 

and borrowing would tbua be aade more difficult. 

Janeaen aid that aince I had Yiaited hia a aonth &CO 

there had been .uoh iaproY•ent 1n tbe •onetary and finanoial 

e1tuat1on 
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situation and he doea not think a orhis threatena; but 

he aaid the outlook ie not yet entirely clear tor Belgiua. 

As tor the Belgian eoono.ic eituation, Janseen said 

it waa nothing to boast about but they were no woraa ott 

than cometillg industrial countriee, euoh as France, Great 

Britain and the United Statea. In recant weelte, according 

to the eatiaate o! Galopin, the Belgian Industri~ Director, 

ons billion Belgian !ranos ot J'renoh capita.l had ~-~ith­
drawn !rom Belgiua. He eaid t hat another three billion 

had been converted into gold or foreign currencies, a 

great part o! the foreign currenciea being held on depoeit 

in banke in Belgiua, or else had been used to build up 

large stocke of iapor ted raw material& lest the belga go 

down or the price ot the r aw matariale rise. 

Janssen's de!enee ot the belga pleased Trip very much. 

He realized that the speculators would next have attacked 

the florin if they had been euooeaetul against the belga. 

Under the oircumetanoee, only about $150 ,000 in gnld wae 

loet by the Dutch control attar t he Frenoh devaluation. 

Trip said h• wae glad to eee hie bankere extend foreign 

credits suoh ae that they were g1Ting to Belgillll. 

Ac tor the french situation, Trip e&id he had no more 

confidence in it than before. Be regrate the weakening o! 

the 
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the Tripa.rtite Agreement through repeated franc depreda­

tions and the GO'rernment• s failure to effect the courageoue 

measures neceaaary for lbweri.ng t he public debt charge 

and bring about an increase in production , and thus malte 

it possible to have a stable currency in France. Trip 

pointed out the vulner ability of t he Tripartite system 

as demonstrated. by the French action. He said that 

one member can so place ita own interests - wheth er towarde 

gaining COIIIPeti tive international trade advantage• or 

superior internal social and labor conditions - above 

its obligations for international cooperation in maintaining 

stability of its currency t hat the whole structure ie 

adv ereely affected, 

The French economic situation, in Fournier ' s opinion, 

was •leveling out •, and there was no 1111111ediate cause for 

worry, according to various indexes. Fournier said be 

does not think that there will be any provision toward 

giving the labor laws fUrther elaatioity in the third series 

of Government decrees to be issued before expiration of 

,;he Government • e special authority with the adjournment of 

Parliament by the twenty- seventh of June. 

The Governor of the Bank of England, !lorman, wu ill 

and could not c ome to Basel for the meeting. Hie alternate 

Cobbold and I bad a long taU: . Even though t he French 

stabilir.&tion 

Regraded Uclassified



- 8 -

stabilization fUnd 18 not having partio.!larly heavy losaee 

just now, Oobbold 1a eo su.re that by September there will 

be a recurrence of the 1111111e old French treasury and monetary 

cri sis that he is a4Tanc1ng hie holiday by two weeks. 

American business Visitors in London, ka Cobbold said, 

still give dismal and discouraging accounts of the situation 

in their own country. Both Cobbold and I denied to many 

of our friends the rumors that dollar and sterling are to 

be devalued which had been ·going around • 

.f.t Basel, none of the bankers - always excepting Bach-

mann - seemed to be seriously concerned about the dollar's ' 

position. In view of the conditione in Europe, t hey 

realize that the dollar should enjoy a position of security 

superior to that of any currency in Europe. They are at 

the Sllllle tilll8 in agreement that if we continue to pursue 

the poltbiea of epending such ae we are now following they 

will eventually w!eok the currency. It is surprising to 

central bankers who are accustomed to looking upon t hem­

selves as the orthodox defender s of t heir currencies and 

upon the politically manned and influenced t reasuries as 

the dangerous gpendere to eee t hat in the United States the 

situation is somewhat reversed. .f.ll of my f riends eephasized 

the importance t o the world and. to t heir own particular 

countries of an early imprOYement in the business situation 

in 
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in the United Stat es. The very reoent riaee in the prioea 

of grain in the United Statea were encouraging to Jacob­

aeon. He hopecl that this 1a a beginning 1n the turn of the 

eoonolllio Bituation . In his opinion it 1a particularly 

important that the farmers whoae prioea have undergone 

the greatest decline should be the fir st to e~erienoe 

recovery, especially eince thie ele.ent would be quick to 

r eool!lllend manipulation of the currency. 

At the present U.e Rooth hae no mora Slredieh gold 

en route to the United stat ea. Howner, if he can get 

more favorable insurance rates than he has bad, be 111&1 

renew ahipaenta. Very soon he will seek American approval 

of a gold an.p operation. 

I was told by Bachmann that since t he fourth of llay 

he bad lost some gold to France, 'but that there 1B almost 

an end t o suoh repatriation. He told me that through the 

SWiss banks he is still selling a lot of gold coins tor 

hoard1ng in various countries of J:urope. I questioned him 

about the purohaaea of gold in London that he started again 

last week. He aaid that they had been selling gold coins 

and they needecl gold bare to replenieh their gold atoolr.. 

He told me that he had been able to •1 that&nd efforts 

to 
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to have bookkeeplJag p:roflh f:roa at~a SWiu f:rano deprecia­

tion turned over to the etate to be applied to currant 

expaneea; howeYer, there ia under consideration a plan 

whereby the GoYernaent would borrow 395,000,000 Swiss franoe 

from the Bank, One-half of thie aaount ._ would be u­

pended for national defense, and one-half on public worke 

for relief of the uneaployld, Two •ethoda wou.ld be uaed 

by the OoYernaent for trying to r&iee t he money for repayment 

of thh oredi t - a special tax would be placed on large 

department and chain stores, and the crisis tu, which 

expires lhortly, would be extended. Both bodies of the 

SWiss P&.rl1aamt must approve this propoa&l and then a 

national refefandum must be held, eo it 1a not 11ke}J' that 

it will be adopted before 1939, 

Since plana have been oon.-ted for a banking 

cr edit t o Belgiua, Baoha&nn said that they have dropped 

plana for iaauing a long term public loan on the Swiss market 

for the benefit of Belgiua. 

Baoh.lllann feels that J'ranoe baa failed to uphold i h 

end. in the Tripartite .Agreement , which made hill very tmllappy, 

Whatever h done to impair the .Agreement, he •id, ..tea 

it that much -are difficult for the Slriae Governaent an4 

Central Bank to uphold ih 00111ervat1ve pol1c111 in a tree 

eoon0117o 
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eoono_,. .l deep 111preee1on h,. e bee •de on trade I.Uiione 

and T&r1oua other 8w1 .. groupe by etoriea troa Geraany aD4 

Italy abwt benat1 ta dar1Te4 by worbaan 1n thoae oCNDtr1ea 

fro• the autaroh1o IOTSrnacta. fla .. a groupe are qu1oll: to 

cr1t1c1ee fa1lur88 on the part of liberal gOTernaenh to 

achieve eucoeaa , and particularly the FreDoh. 

July ll haa ~een eat aa the date for the nut M8UDg 

of the BIB directors. 

EHD KISSAGJ:. 

BULLIU. 
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DAlT J1me 1•, 191!1. 

su ... o:c:nf&L&PBONI! CO!l'IEJIJIA.TIOIII lriTH 

BANK OP' i;.'fQI..UJD. 

llr . Bolton called llr. ltnolce a t lla07 th1a mornlnf!• All 

ror81r n exchanges were quiet ln the London market t oday, but there 

had heen a lar 1c deaand for goldJ .!olton ata t ed t hat recently the 

Control had r~rnlzhed to the market the equ1Yalent ln gold or ap­

proxl~ataly £1, 0001000 a day. Mr. Knoke a sked who the buyera of cold 
. - . 

~aterd~ and Eombay were t ha lar~ Jzt u:rera Bolton atated, t ha 

tatter having bought considerable to l d for forwar d del iYery. ~ua1neaa · 

!.ad t-een d:me in the f orward gold market a t about 7 l/24 premiWI. 

l'tere hud been cons i derable switchi ng of dollars tnto gold to1et her 

huylu& gold for ho&rd1ng purp01111a. The dol l ar appearetl wa11k , and 

• I th our une•ployaent ai tua U on, toget her w1 t h our 11uge spend i n« pro­

&r .. ,.a, level-headed people i n London felt t n llt t he dollar Must flO 

loter, ~Rrtlcutarly for t 1e lOnl-l'Bll& vlew. 

\lr . ICDoke told Bolton that the Swier !r•nc was s t rong t r.h 

orn1 g and aalced ni :l 1t na lrnew tha r easons . Bolt on thoucht t hat 

. '" Gdr"'a'lo had conYert ed a lliOderata amoWlt of lfar'u i nto Sw1u f 1anca, 

b t t tO\ISht t ho MOYesent art.1fi c1al. 
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CE CORRESPONDENCE 

oo1nDIItUL nw 
DAn hat 1., lf. 

1. •• .d .. 
SUILIIEen fiLRIQII OOIJPIAIIOJ g 

'"J or n••CL 

•r. Caripel ..u .. b. laokt d 11110 tbh .omU.. 

tUhov1b toreip ..-.... h84 beta qui" noeUT. Cuiptl 

tound 1t oeotUU'J to 10 'o \he nppon ot Ult tnno. lolda1 

bt\lleiD &100•000 M 1100.000 4ail)Oe !be 8aiD I'HIOftl tOI' Ult 

aonU naell ••alai••• in the mao appeare« t o 'be (1) that r.,at:rte­

\1on ot Preach oap1 tal ha4 cHaell, (2) that Pranoe conUauell to 

ban an a4Yerae balanot ot tre4e. Ca:rtrutl tboulbt t he Oonl'll•tat 

wat do 110re than 1t baa 10 tar done, tor tbe Franc t o reooYer. 

One or the worl4' a troubl111 he teu, wu • lefttral lade of 

eonf1cltace 1n ell CNI'I'Colll • 

• 

• 
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JR 

SEcretary of Stat E, 

•:lashington. 

512 , JunE 14, 6 p.~. 

GRAY 

London 

DatEd JunE 14, 1938 

REo 1d 2 :30p.m. 

FOR TREASURY FReiS 9UTTERWORTH. 

I n the oour~E of 'l convErsation at thE British 

Tr Ensury Ph:lli~s r EfErrcd to the dEvaluation rumc.£•s 

~.nd thE ho:lrd1ng movE>:~Ent thEy VIErt agai n s timulating 

and sn1d th.'lt h E, cf coursE, aosumtd thnt thErE Vl:lS 

noth\ng in it . I in turn rEfErrEd to your public 

statEmEnts . LatEr in thE conversation, howEv Er, h E 

s"'id that hE hopEd that thE United StatEs wos not 

going to "st:-.rt any ~ajor harts" , that whilt ht vas in 

f a vor of doing anything to btlp a situoti on, if hElp 

it would, hE d i d not bEliEVE that thErE wErE any 

dEflationa ry influEnCEs of a monEtary character at 

work 'lnd hE f Elt surE thct thErE Vl'lS no import ont 

action in thE monEtar y f iEld vrhicih oould bE us Efully 

takEn . No doubt tht gEneral pricE lEVEl in tb£ UnitEd 

States \:ns t oo lor. i n tCl'l!l!l of \';agEs but monEtary act i on 

alonE r:ould not bE able to solv E that. 

Phillips 
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Philltps v mt on to say that tht only conti ngEncy 

r:hich 1'11,·ht h cvE to bt factd 1n tht ncar futurE V!as thE 

poss1b1l.tty, 1f c EuropEan crisis bEcomE i mmi n m t , of o. 

mnj or mov~n tnt into dolla rs , In his opinion i t mi ght 

wtll bE of ouffici Ent mcgnitudt so that shippi ng 

f ccil1 t1Es would pr ovE inadEquctE and in t his connEction 

hE rEfErrEd to thEir gol d rEs ErvE which i s b Eing · 

built up in Ott~"" ( sEE my 395, iioy 12, noon); this was 

un!'ortun~tEly "· slo·:- m..'lttEr t-.nd thE St , tawrmc E nould 

frttZE up in t hE fall . 

On thE gEnEr~l outlook Phillips scid tha t thErE was 

no o1gn1fic ant s inglE :Jit;n of l mpr ov E:!ll mt ; on thE othEr 

h'lnd thtrE ·:rErE c numb Er o r dEtEriorating influEncEs o.t 

··•ork , HE rEfErrEd to thE advErSE EffECt Vthich thE 

l<C'<1C'ln a nd Austri= defaults had had and thE difficulty 

o f M~1ntllin1ng confidencE rthilt a CzEch crisi s 11as on thE 

point of brEaking out evEry couplE of <rEEks , NevErthElEss 

hE hEld t o thE v1 et' that thE Briti sh s i tuat1on would not 

dttEr~orntE rcpidly an d hE ani d ht hopEd (rEpEa t hopEd) 

f or an upturn from thE Uni tEd Stntt~ i n thE autumn. 

KENNEDY 

KLP 
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JR 

Secretary of State, 

"i:lshington . 

514, June 1 4, 6 p . m. 

PLAI N 

London 

DatEd June 141 1938 

Rto 1d 2 :35 p . m. 

~'OR T::EASURY FROM BUTTERfiORTH. 

The movement into gold has in no wi se abat ed t oday. 

571 bare wErE purchc.s cd at fixing at a pr Emium of Eight 

pencE . L~rgc amounts wErt dealt in after fixing and 

though thE dollc r remai nEd steady thE premi um t ended to 

i nor Eaa'E• Coin has likewisE bEEn in dEmand thE sov crdgn 

moving to thirty- three shilling~ and Eight pencE. ThE 

d~~nd for gold is general on the continent and New Yor k 

i s ~130 a buyer. Th e Swiss franc was bi d down agai nst 

gold , The t>rcnch fr'\nc v1as santwhat offErEd part1oul:1rl y 

i n thE morning and thc dollar sterling exchang E hss been 

activE tbough steady. 

KENNEDY 

KLP 
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JR GRAY 

London 

Dated June 151 1938 

Rto ' d 1:30 p, m, 

Stcrtt~ry of St~t c , 

\1" sh1ngton, 

517, June 15, 6 p .o . 

FOR T!tEASURY FRO!~ BUTTER' :ORTH. 

ThE poundn 80 ~illion dtftnst loan rEfErrEd to 

in ~y 5111 JunE lS, h~s i n contrast to lost year's 

pounc\3 1001 000 1 000 lo~n bEEn Vl £11 rECEiVEd by thE 

m~rkEt , In or der to "void i nvidi ous comparisons thE 

syston ,., ~ s this ti:n E a l tEr Ed in that 

th~t regcrdlEss of subscriptions the 

it was announcEd 
--.A.~. 

bookvr =1 n 

open unt i l 3 :30 this afternoon. Bonk of Engl~nd stat Es 

it r i ll not h~v E ~sccrt"intd tht real position until 

l~t t this evening. 

Inci dEntally in ycstcrdny' s conversati on Phillips 

r Ef erred to this opEra tion ond sai d that t he TrEasury 

had bEEn anxious not to push t h E markEt too hard, t ha t 

in thei r vi tvt i t w~s much better to cov er thEir 

rcquir~cnts gr adua lly rather than a ttcopt to t~t 

adv~ntoac of ravor"blt conditions to obtain a lsrgt 

~ount ~nd t~~t therefore the ~ount had bEen fi xtd at 

only Eighty million , 
ThE 
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ThE movonmt into gold continuEs , Although thE 

fixing nt 604 bars v1o.s l argEr thlln yEstErday and post 

f1x1ns d E" line;s probably totnlEd h alf that amount , 

nEvErthElEss thE movonEnt SEEmEd to ha vE somEwhat lEss 

i mpEtus bEhind it , 

ThE r '\pi d1ty with r1h1ch thE dollar wns brought 

fro~ 1 ,9°~ to 4 , 97* indicat Ed to the market th~t .... ~ ·-
offi c i a l intcrvcntt on occurred , The French franc 

h~c been sor.u:~:h--. t ·7E:k !l£:".1n r11th thE French fund 

g iving aupt'or t n t 178,40 , It ia noteworthy that thE 

bclg::t dEspitE doll -.r 11E~.knEss has rona1nEd strong . 

JOHNSON 

R1 :CSB 

Regraded Uclassified



PAJUPHRJ.SK OJ' 'l'ELIG!Wt REOJ:IVED 

J'ROK: Aaerica.n labaeey, Paris, France 

nlTE: June 15, 1938, 4 p.m. 

NO.: 935 

ffiOll COC!RAN. 

At noon I called at the Bank of France. The French 

control bad lost only 20,000 pounds before the f i xing of 

gold in London tbie morni.ng; this Ugure bad risen to 

85,000 pounds between fixing time and twelve noon. The 

control was holding the r ate slightly below 178. 40 in 

Paris, and gave instructions to do like~rise in London. 

While I was with my friend he talked with London. Bolton 

reported that there was an active demand for gold on 

continuing rumors of dollar devaluation. According to 

my friend purchases of gold were widespread, coming from 

t he leading continental centers as well as the United 

States. He mentioned, incidentally, t hat official German 

selling of sterling is taking place today. 

Ky friend told .me that there appears to be a general 

laolt of faith in all currencies because of the European 

political situation. J. particular contr ibuting factor 

is the deterioration in wo:rld business conditione, in 

t he United States eapeoially. 

I aalted my friend for bia personal and confidential 

opinion as to where a currency break might most likely 

coae. 

• 
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coae. He aaid that a great deal would depend on the 

willingness of authorities in London to continue to yield 

gold in response to a terrific demand on the London market 

for gold. This morning 1n hie conversation with Bolton 

Olda said that the proper thing for the British to do was 

1 to continue to give gold indefinitely,• in hie opinion. 

My f riend was apparently upset by this remark, because 

the French situation already worried hill. The pressure 

on the franc has not been he&'t'}', aa i ndicated above, but 

there are still daily losses of gold by the French control, 

partlr for commercial ne&de, and now perhaps as a conse­

quence of fear that there will be further depreciation 

of the currency. 

At the Bank of France I was told t hat the Bank had 

up to the present no details of the reported arrival of 

another ahipment of gold 1n France. This ehipment 1e said 

by the presa to be 50 ,000,000 French france, coming from 

the Spanish GOTernment. According t o the press a second 

shipment is destined for the United St atee. The first 

shipment of ·a few weeks ago was not connected with the Bank 

of France. It is expected that ubortly a court decision 

on the Spaniah gold held by the Bank of France will be 

rendered, and Fournier haa promiled to give • tu.ll detai la 

on the -tter. 
I 
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I went to aee Penmohio at half-past twelYe. DuriJii 

the morniDg he had had a ielephone oall froa the Bank of 

Italy i .n ROlle, and also a call fl'DII hie Bank' s repr eeentaUwe 

in London reg&rd1Jii the rumored dwaluation of the dollar 

and of the lira within 48 hour a. Officials of the Bank 

of Italy are of the opinion t hat the lira de.aluation :rumor 

connected with the rumor of dollar devaluation had originated 

in lew York Oity. 

Pennaohio eaid he told his oolllla8Uee that the dollar 

should certainly not be looked upon ae a weak currency 

threatened. wi th de.aluation, ae it 1e far r emoved from 

Europe and i e favored by such a strong backing in gold and 

the trade balance is faworable. Accor ding to his friends, 

the rumors did no t ca lculate that monetar y conditione were 

forcillg de.aluat ion, but that t he dollar devaluation waa 

purely tz.a the deaire of the Preeident in an election year 

1n order to bring buai nesa out of i t a atagnant poaition 

through the etimulua of manipulation of the cu:rrencr. 

With regard to the lira, the I talian officiala inaiated 

that Italy will not t&lce any i nit1at1we i n a further chain 

of depr eciation of currenciea; th8J do not eYell intend 

to put out a cheaper tourbt lira. the moat likely action 

wi ll be to lower railway ratea and offer other attraction• 

of an econoai~ type 1n or der to inoreaee the touriat buai­

nea•, whioh thia year &boTe all wUl be neceeaarr in Italy' • 

efforh to balanc e international payaentl. DD 810fiOJ8 Oil 
,.. ~ no. BULLI'H' • 
.... ;LWJ 
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HRE 

Stcrttary of Statt 

Wnshington 

GRAY 

PARIS 

Dattd Junt 15, 1938 

Rto l d 5 110 p. m. 

9351 Junt 151 4 Pomo (SECTION THREE) 

At 4 :00 Pomo my marktt contact sai d Frtnch control 

apparEntly yitldEd important nmounts of stErli ng this 

nft£rnoono Ht alonE had t akm 1001000 pounds and thought 

tht marktt as a whol£ had absorbEd at ltnst 500 1 000 pounds. 

HE said markEt was dominatEd by rumors in rEgard to dollar 

- stErling rat£ which hE thought camE principally f'rom thE 

UnitEd Stattso Ntw York brokEragE concErn has askEd for 

quot ati ons on gol d tut ur t s 0 Turnovtr i n gold coins i s 

ttrrifioe Forwar d f'ranc wEakEr; rtntEs dEclinEd; ntw 

nntional dEfEnSE bonds of'fErtd at 22 f'ranc discount pEr 

thousandr Ci ty of Pnris loan practically unsalablE; 

Fr tncb businEss vEry dull; markEt ntmosphErE bad as a 

constqutno t of f'or tgoing f nctors and thE constant thrEat 

of intErnntional dEVElopmmts o Of tb£ continEntal 

currEnciEs Dutch flori n continuEs strong and h Elga i s 

cloaE to poi nt whErE gold i mports from t hE UnitEd St atEs 

might bt EXpECtEd o 

MarkEt bas pai d no attEntion to third aEr iEs of 

dtortt laws undEr authori zation approvEd by Parli ammt 

April 
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April 13 whi ch wert published i n the Journal Officitl 

today. They number 45 and relatE to f i nance, nati onal 

economy, and defensE. Provi sion i s made for (one) 

modifi cati on of tex ts on for ei gn securi ties hEld abroad 

by FrEnch i nsurancE companiEs; (two) exonErati on of t ax 

on undistr i but ed profits f or concerns invest i ng r eservEs 

in workers dwellings ; ( t hrEE) strengtheni ng of laws 

against f i scal fraud and for the protection of i nvestors; 

(four) increasE of tax on cotton i mpor ts to encouragE 

cotton producti on in French North Africa and i n the Frcneh 

colonies ; (fivE ) rEorgani zation of subsi di z ed mErchant 

shi ppi ng; ( s i x) organizat i on of Economic r egions; (s EvEn) 

r eduction in prEsEnt rate of prEss tElegrams; ( Eight) 

reorganizati on of the techni cal servi ces of thE War, Navy, 

and Air Mini stri ES and (ni n E) strengthEning of thE air 

sErvicE. Most of thEs E measures appear from pr Eliminary 

examination to b e of s Econdar y i mportance. 

END OF MESSAOE. 

BULLITT 

NPL: EMB 
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H.:: .Jr: 
Dan 
Bell: 

P. . !.L Jr: 

B: 

:i . !..: .Jr: 

a: 

'-! . :: .Jr: 

B: 

'-! . :· . Jr: 

B: 

~.: : .Jr: 

B: 

3 : 

;; .:: .Jr : 

B: 

~ . ~7 .Jr: 

B: 

H. :J .Jr: 

B: 

June 15, 1938. 
9: 0:5 a.m. 

Hello. 

Yea. 

Pan . Anything new on the project that we can get 
Burlew to get started on? 

Well, I don't know about his stutf . 

But I mean -

I haven't heard any more from him. We're working on 
t he Federal project . Got it pretty well lined. 

You have. 

Yes. 

Well I mean have you got - have you got two hundred 
million ready? 

No, I don 't think so. Not that many unleeswe give 
Army and Navy a good deal more . 

Well, when would you be r eady to have the President 
O.K. some mor e? 

Well, I've 0 ot some ready now. I've got s~ce 

Excuse me. 

I've got some ready now. proj ecta. 

Yea. 

And also some housing for prisons, small amount , 
I' ve got some commerce stuff ready. I'll have soma 
more NavY today. 

Well I mean, when do you want to get him to clear it? 
You see I'm going over there in f ifteen minutes. 
That ' s whY I'm calling. 

Well , I -
I mean I can't take it then, but I wanted to know 
whether - what I could aay t o him. 

we mi ght have some tomorrow before he goes away . 
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Well , my use - oan I bel Burl ew or anything? P any by ge tting hold of 

No , I oan do that I h r eady . Jus t . t i nk Burlew' s got the stuff 
wai t1.ng. 

What ? 

I expect he ' ~ got the stuff ready. 

Well, I think I ' ll give hl.:ol a ring 

I can do 1t. 

now. 

·vell I Just wanted to get it fresh, 8 o bef:>re r 
went over you see? 

Yea. 

What? 

Yes. All right . 

And then I 'll seP you when I come back. How's that? 

All right. ~ine. 

See? 

Yes. I don't - I don 't know that the President will 
want to go to two hundred million on -

But he ' s going to be - he ' s going to be awey tor a 
full week. 

Yes , I know. 

And I thought t hat if we could get him to s ign some 
stuff befor e he lett . 

IV ell we can , we've got some stuff that rte cl'n get to 
h i m tomorrow. 

Ri(!,ht. 
Now pl'Obably we can di g up s'bae stuff on reo lams t1on , 
which won't be spent but which will carry some of 
that recl&aat i on thrOugh the year. Remember the 

• 
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grand couple said he wanted to rush a little. 

Right . 

Well, that can get started. 

O.K. 

And t hat's very simple. 

All right . 

... 
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H. :J .Jr: 
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B: 

H .:~ . Jr : 

:S : 

~. ~! .Jr: 

9: 

Hello . 

l.!r. Bur lew. 

Hello. 

Good morning. 

Hel lo Burlew . How are you? 

All right, I hope y:>u a re. 

June 15, 1938 . 
9:07 e..m. 

Fine . I was Just t alki ng t o Dan Bell, and t he· 
President 1s going away tomorrow to be gone tor a 
week, end I wondered it you fellows had done anything 
more - ready tor hiQ to sign. 

Yes. or cour se he said he wanted to s i gn that book 
a second time when the Bill was passed . J<o., we've 
got eve~thing in there that ' s ready except one 
proJect/*!hch the President h1.meelt 1s inter ested in. 

\ 

Yes. 

And -

What's that? 

Well t hat's a bridge in Long Island - Shoulder Island 
bridge. 

Oh. 

And t hat - we're making a special book for it. 

I see . I wonder why he ' s interesteQ in that. 

Well -

Part of the Pa rk System? 

Yes it's part ot the System over there - Park 
System, ru1d hie termer law part ner ie i nterested in 
it. 

Oh, O'Connor ? 

Yee. O' Connor. He - the President called me on 
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the telephone about it and sent O'Connor over to 
eee me. 

Oh! I see. 

And the President himself turned i t down last year. 

I see . 

We wanted to allot it, but he wouldn 't do it, he 
sai d there wasn't anythi ng i mportant about it, but 
it turns out that he wae misinformed . 

Now, how much will you have r eady - Bell says he'll 
have some Federal projects reedy by tomorrow. 

Yes. We,of course, haven 't gotten our Interior s tuff 
all i n there yet. 

But I mean - If I say t hat you'll be r eady - if you 
and Bell will be r eady to see him tomorrow. 

Yes , I wish we could. 

What 1 

I ~ieh we could see h i m tomorrow. 

'llell, su;Jposine, I ask for en appointment for the two 
of you. I won't be here. 

Well th~t would be fine, because I ought to see him 
on several o f thoFe things. 

Well , I t ell - I'll m~ntion it to hi m but ~ou ask 
him what to sign, will you? 

Yes . now !.lr • . Secret ru"Y, may I say this that thU 
helium business ¥lor r i es me very much. When the 
Secretary went away be hed en understanding con­
fidential with t he President that it woul d be acted 
on while be was gone, see? 

Yes. 

And he 
t o the 

roe ae 
been 
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done and the Secretary l a golng t~ get back next 
week , you know. 

l'lhich way was 1t to be handled? 

Well - the first purchase was t o be allowed, eee7 

Oh ! 

And with no commULment as to the fUture. 

Yes. 

llow t he Secretary said he would never agree tq the 
eale, h1aeelf, and it was to be bandled ' whil.e 111. was 
gone. liow I wonder if I ehould bring t hat up. -

171!11 , I think you ' 11 have to use your own J udgrtent. 

Yea. That' s an awful ly tickl i@h subject, you ~ow. 
• 

Yea. On that subj ect I can 't advise you. 

Yes. \'tel l al l right, I think I ' d bettt-r bring l t up 
t hough. 

If you don ' t mind I'd rath~r keep out of that . 

Yes . All right. 

Por per sonal r easons. 

Yes , I see . 

But on the - on get t i ng t he stuff started I 'll sek 
to eee t he Presi dent . If you cell up ~cintyre 
yourself . 

Yee. 
And say t hat you and Bell want to see 

All right and d i ~ I understand you to 
call up too. 

him t omorrow. 

say you'd 

' 

aoing to see the President 1n four mi nut es. 
Well, I'm ., 
Oh I see, then you ' ll propose it . Yes . 
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1 1m going over now to the Vlhi te Hous e . That ' s 
why 1 1m calli ng you. 

Yes, I see . 

And when I go to the White House I 'll tell him 
that you and Bell are ready. 

Yes , good enough. 

And that you have another bunch or projects . 

And then I'll get the time from lolclntyre. 
' 

Well - but you'd better follow i t up. You know 
how those White House a ppointments are. 

Yes. I know. 

:' 475 

And the helium thing, you• ll have to use your own -

All right . 

All r i ght. 

Thank you. 

Goodbye. 
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GROUP liEETING June 15, 19.38. 

10:00 a . m. Pr esent: 

B.M. Jr : 

Glist on: 

B.li.Jr: 

Gaston: 

H,LI,Jr : 

Gas ton: 

ll . ll.Jr: 

Klotz: 

Gast on: 

Klotz : 

Gaston: 

li.l&.Jr: 

Gaston: 

H.II.Jr: 

llr . 1'ay lor 
llr . Oliphant 
llrs Klot z 
lllr • Gas ton 
ll.r • l:laas 
Mr . Whi t e 
Mr . Lochhead 
llr. Upham 
llr . Gibbons 
llr. !lcReynolds 

Herber t, if it's not t oo difficult, wobld you sea 
tha t John Boett1ger 1 s paper in Sea ttle gets whatever 
advertising we do? 

I have . 

You have? 

I have. 

Ara you sure? 

!ly last communication with llr. Spangler - he assured 
me that hereafter t hey 'd get it all. 

(To llrs Klotz) Five cents. 

No, no, not yet. 

Be' s written me two letters - t be first, that it 
also went to tbe Times, and he sta.rted to s;>lit it 
t hen between the two; and tben, after my later com­
munication, he said, wwell , we 1 11 give it all to the 
Times ." 

No, I ' d like to look bere first (for some papers) . 

Well, anyway, it's going to bis paper. 

I ' ll make certain tbat it is. 

Malee sure , wi ll you? 
I'll make certain that it is. That was tbe under­
standing. 

All right. 
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ileraan? 

I aaid I'd give :rou this back this morning. That•a 
the thing Kias Kaguire brought in. 

(On phone) Bello. (Conversation with Mr . Bell 
follows:) 

• 
• 
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H. :; .Jr: 
Dan 
Belt: 

t.t . .. :.Jr: 

B: 

H . . :. J r: 

B: 

:: . . ;.J r : 

3 : 

'-l . :: .Jr: 

B: 

H.:·. J r: 

9: 

!-: . !..: .Jr: 

B: 

u, ';.Jr: 

B: 

'-l . :.: .Jr: 

8 : 

~ .-:. Jr: 

• 

Hello. 

!Jr. Bell. 

Hello. 

Yes . 

Dan? 

Yes. 

Go ahead. 

478 
June 15, 1938. 
10:02 a.m. 

The ?resident will see you and Burle~ tomorrow on 
whatever Federal and non-Federal projects you have 
ready. 

I eee. 

So will you follow up and aek tor an appointment? 

Yes. Yes. 

He'd like to eee the two of you before he leaves 
t omorrow and sign whatever you 've got . 

You don't know what time he ' s leeving? In the 
evening? 

I - I don't know. 

Ubhuh. All r i ght, I'll follow l t up. 

But he said he 'd see t he two of you ~efore he left, 
but I would follow it up, if you ~ould please. 

Yes. Well now we've got very little 1n here . The 
big item is being worked on by War, llavy and 
Reclamation. 

Wel l Burlew has some stuff. 

Well, yes - I mean the non- I mean the Federal. 

Wall clean up what ever you have before he leaves. 

Ye'. I will. 

Will you? 

• • 
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D1d Burlew say that he had quite a 11st of non­
Federal sturr. 

479 

He - no, but he said he's got - he's got Federal 
cturr . 

Oh, Federal. 

He ' s got books , yes. 

I see . Well I had thought -

Non- Federal . 

Non-Feder al . 

Uon- FedPr al. 

I see . He's ready on that, then. 

He ' s got some , and I want everything s i gned that the 
?res ident will s1gn before he leaves to~n. ' 

Yes . l'lell I think we can hevo some of l t ready 
tomorrow. 

Well , put a 11 ttle pree~ure on the boys. 

Yes, I will. 

All right, Dan . 

Fine. 

• 
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( To Irs Klotz) Ten cents - in thi s room . 

Well, you aay have taken it home. 

No, a t home or here . 

Well now, suppose it has your little "If" on it, 
~oes t hat go, no matter where it is? 

Yea. 

O.K. Firteen cents. 

4£0 

No, ten. Ten. Ten. 
-- -~ 

I 'll play poker with you. 

These various items of information and news . 

Tne llellon case bas been settled . 

Check on the barrelhead? 

I don' t know where the check is. 

Can 1 t hear you. 

I don't know wher e the check is. 

I thought we settled that the other day . 

Well, we •ve seen them and they have • • • • 

Two mill ion eight, or something like that? 

About two mlllion eight. 

~e can use it. Last us about two minutes. 

Did Guy send over that memorandum on the general 
history of tbe case and how auch more was invol ved 
tAan this? 

lfo, no . 

Yes, it aigbt be i nteresting. 
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All r ight. Anything else? 

No , nothing else. 

Herbert? 

No . 

Jus t some i tems of information to look at . 

I haven 1 t aJ:~Ything. 

481 

If you give Krs. Klotz a dozen copi es of ~ s~eech, 
might take it along. 

Yes. You' re leaving this afternoon, are you? 

Yes. You m.ight send - make a no te and send a halt 
dozen copies to Butterworth and half a dozen copies 
to ••.. 

Cochran. 

Cochra·n. Mail those today . 

fthat time will you be leaving? 

Af ter lunch. 

"nything else, Herbert? 

No . I sent 20 copies to Joyce 

I'd give him. a balf dozen ••.• 

•• by way of secret Service . Tbey •re delivering it 
to him about 1:30 t bis aft ernoon. 

All right. Anything else? 

That ' s all . 

Wayne? 
Panaaa As you know, yesterday, why , t~et~nate 
Foreig~ Relations C1o.miftf!~: r~Yrt~~~ up a~l t he 
r esolution which, n 8 ' ' 
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back paJaents at the new r ate, and so on, to t he 
Panaaa Oovernaent . We took it up With the General 
Counsel 1 s office with a view to a eeing what effect 
that woUld ha ve on our gold cases, and also tried 
to produce some. wording or the resolution which 
would have less eftect. General Counsel reels that 
there is no wordi.ng of such a resolution which Will 
not have an extremely bad effect on the possibilities 
of wirudng certain of our future gold cases, and troa 
that standpoint, wily, we don't feel that we ca.n co 
along . How, there is quite a lot ot history connected 
with that, and the wording or the original treaty, and 
we had to go back to correct the minutes, and so on. 

(Phone . rings) 

(To Mrs. Klotz) Please. 

Yes. 

But I think Herman can give you the details of ••• 

I'll talk to him. 

(On phone) Bello. Go ahead . - Yes. - Good 
morntnv . _ Wbat?

1 
Give me th

1
e number again. 

-o see. see. And were they 
~~~ abouie~i? - Oh-hub. Yes. Isn• t that a 

? Oh-hub. 1 see. I s that the 
little high 1 see. Well, could you find out what 
regular? _ Yes, find out what the regular 
the r egular is . Ho. _ Well, we can cross that 

!~ierwar~~ : - Yes . Tnat•s all, thank you. 
Thank you. 

t 11 vou _ I mean in detail wby 
I think Ber.taan can e ' 
we're • . •• 

If that ' s what they feel, 
No , I•m not interested. future gold oases would be 
and the gold case -I~~ just take General Counsel 1 s 
j eopardized, today d ' t want to go intq.. I mean he 
wor d tor it, and I on it 
e ither knows or doesn't know. 

Well , it's - I don't thi.nk 
cood t o know the deta i ls. 

it would do aey par t i cular 
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Ro . Some other day I would like to know, but not 
particul~rly today. 

Now, ~ suggestion is that I call up Kr. Messersmith 
or Mr . Welles end tell them that this unquestionably 
leaves us in very bad position. 

Right, and as long as the Oeneral Counsel feels 
that way, I'd be very definite with them. 

I put them on warning last night about it, that 
it didn't look as if -certainly couldn't help us 
a ny. 

~ight. 

And if we do have to oppose 1t on the liill- there 
isn't terribly much chance of its get ting through 
in any case on account of the time element i .nvolved -
how do you suggest we go about it? 

' Well, very easily - I'd have an informal memorandum 
of one page which would be delivered to Bankhead and 
Barkley for their guidance, saying that if th~ thing 
went through out future gold cases would be in jeopardy. 
I•d have a one~page memorandum and I'd see that 
Hester delivers it to Barkley and to Bankhead, and 
I'd get-it up this morning. 

You can take care of that, Herman. 

That ' s what I'd do . 

I •a not going to send 1t up unless you tell ze that 
the state Department i s going to insist. 

No, but I think I ' d have it ready . 

Yes, I'll have it ready . 

The time element being what it is, you can't tell 
what will happen. 

The only other thin& of particular interest is that 
Hungary paid i9800 today. 

Oood . An;ythin& else? 
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The only thing I have is that this bad steel price 
situation aay be working itself out. 

!nree dollars on sheet steel. 
4 don't lmow exactly what that means, but it uy be 
,lust public recognition of what• s already taken place. 

A>ut it's all to tbe good. Dom With steel prices will 
tend to improve t he wbole pri ce structure. 

I see steel bars is supposed to be dom too. 

Oh-hub. 

1 iDd out from People s how much he can find out about 
that, will you? 

Uh- hub. That's very important. 

Will you? And I'd like to have something Monday 
morning on it. 

Xes, sir. 

~>ee? Just how much that is, wbat it amounts to. 
Does it sa7 reinfor cing ••• 

Reintorc1ng bars. 

I d 'I ll 11' that's down - a.lld I • as very s own. e • i th r t he Ti.aes or the 
interested to see t hat ei ertant thing like this­
Tribune said, •Well, an •g~ b the steel people, 
e statement shoul1id b~tS: It;s either the Times not Just let it s P o • 
or the Tribune. 

~hat's all I got. 
i any particular secret -ADd I don't tbink there 8 half an hour 7esterday; 

.llr. !Cellar was in I here nf~~, 8 confidential inside this 
didn't tell me ld t~~ _ he's the President of 
roo-, but hehasat their business - order s had so Ctityaler - t 
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increased that they bad increased their July 
schedule by 1500 cars; tbat tbey bad been worrying 
greatly about whether they could get rid of 1938 
Mode}s; they are no longer worried about tbat. 
They re going to start their Plymouth production 
SepteMber, which is earlier tban tbey bave ever 
started it. They are spending $14,000, 000 on new 
Models, as against six this year. And their 
second-hand car situation they consider in very 
good shape. Let's sea, where is the - anyway, the 
increase in the orders is coming fro111 the South a.nd 
the Pacific Coast. 

Uh-huh. That checks with the regional •• •• 

And be says if be gets any change either up or down 
between now and the first of July, he' 11 call me oa 
the phone . Tbey 1 re building 1800 cars a day. First 
12 days they built 12,225. Now, where is 1t - they , 
bad on hand on the 11th or June used cars - let ' s see, 
is that - 155,000, as against 169, 000 the same time 
l ast year. And be says he looks for a 20 percent 
increase 1n business next year. 

20 percent . 

I ncrease . 

Increase? Sloan says 1t1 s going to be like 1932. 

Well be aays increase, and he says that they' ve all 
been'fooled both on domestic and on exports. 

Ob-huh. 

And in China they ' re doing a very interesting t tbi~t 
i s with China and they ge pa •hey•re doing bus nes r the labor and the 

in 60 days, which takes care ~t a discountable note 
cost of l!laterials;ra~e~~e~r~fit _or their overhead; 
which takes care o note which represents their and they take a two-year · , 
profit . What? 

Aemember that scheme in connectioc with •• • • 
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~ut they're doing it without any Government help. 

Very interesting. 

And I didn't know - maybe you people knew - how they 
handled their export business. In ' 28 t hey sold all 
their plants for cash, got their money out of it, 
and all of their assembly plants are O\<ned by their 
dealers. They don ' t have a dollar in any foreign 
plant. And they sell their cars on the docks tor 
cash . Be says l as t year t heir English dealer invested 
three million dollars which he r aised ~~ ~~ndon and 
built a.n assembly plant. And he says, "Yes, ~~'lj! -:. 
use English batteries and English t ires, and mayb& 4Qo 
English fenders , which pleases the English, but ••• • 
and he says they haven't got a dollar in any plant 
and every s ale t hey make is on the docks where they 
export from. And be says their export business i s 
fine. But he ' s not pesslmistic . He said everybody's 
been worr19d whether t hey could g et rid of their 
cars, and he says they ' re going to sell this year's 
production. And t hey've had to do a l i ttle borrowing, 
which I thought was very inte resting. 

Not long ago they were the bluest - Walter Chrysl er. 

'Nell, that' s passed . 
next two weeks, ne•ll 
better or worse. 

" nd any change be gets the 
call me on the phone - f or 

He lays quite a lot of stress on the whea t cr~~~ 
de thinks that it will help. But you follow 
steel thing tor me, will you? 

Harry? 

You a sked some time ago about tankers . 

What? 
nk There's a memo here with 

'.l:ankers - llexica~n t~he e~~;st page. And then there 1S 
a brief summary h illustrates ·•hat Great Britain 
something here t a~hen her political influence and 
is doing to strengts Just a brief statement. And 
1 ease her expor • r ncr thing you asked or. then here is some 
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And the Philippine Committee bas gone forward 
and has finished a report which I'm taking up with 
Wayne Tayl or . The de tai l s won ' t • • • 

Al.l right . 

The details I don't think will either interest you 
or come to you until a long time after it reaches 
legislative s t age anyway, if then. But there is 
one point which was suggested from that that I wonder 
whether you might wish to re-examine . You' re paying 
two percent interest to t he Philippine Government 
for 50 million dollars ot time deposits. They have 
150 mill i on here. About 50 to 60, they have no 
choice. It 1s the sum due t hem on coconut oil, etc., 
1vnich they cannot withdraw except under condi tlons . 
Then t hey ' ve f o t about 50 million of demand deposi t s 
on which t oey re not fatti ng interest; the l aw doesn't 
permit it , But there s about 50 mil l ion which they 
keep here as currency reserve ,,, , 

Yes . 

, , on which at the ti me or the l aw i t was specifi ed 
they shouldn' t get more than t wo percent. But a t the 
time of the law one-yeor notes •11ere selling at mo re 
t han twice what they are now. So that, unless there 's 
some special reason, they seem t o be getting quite 
a good thing . 

llllat do you sugges t ? 

1bey ougllt t o be reduced to one percent . 

On bow mucll? 
At least it ought to be 50 million dollars. 

re-examined until some •••• 

1 and Bell - Taylor, you're Well, wi ll you, Tay or ' 
leaving t omor row? 

(Nods yes) 

Well before you go would you, Whit~ 
me a ' signed memo r ecommending or no 
Will you? 

and Bell give 
recommending· 

I 
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We 
1 
'le b.ad t hat sue t bing up before . 

I didn't know. Did you? 

Yes . 

• 488 

Each time • •• 

Well, Will you clean 1t up b efore you go, please? 

No, I felt very much the way that you did and tried 
t o get it reduced before, and I don' t remember 
~xactly the reason why we weren ' t able to do it. 
ut it was •• • • 

Well, will you - O.K. ? 

(Nods yes) 

A.nytlling else, Barry? 

No, that • s all. 
\ 

Lochhead: In view of the large turnover in the London gold 
market, we have been trying to r econcile the compara­
tively small turnover in dollars. And it was interest­
ing - this morning the Dutch b·ank called up the Federal 
and spoke about the s ituation over here. They said 
they - the Dutch bsnk wasn' t giving much credence 
to the talk about dollar devaluation. They said as 
far as the flight of gold - t hey said it wasn't 
necessarily from the dollar , a flight from dollars , 
but they were meeting it all O"er Europe - general 
flight trom all currencies into gold; therefore, the 
gold market in London is getting the brunt of the 
flight of gold from v ari ous currencies, not only 
the United States dollar. 

B.U.Jr: Anything else? 

Lochhead: (Nods nothing)J 

H.W.Jr: You stay behind a minute; I want to ask you something. 

Cy? Ransom i s trying to cal l me . 

Upham: 
" 

11 1 hope to nave that meet ing tomorrow. Mr. Oil. e , 'II d 8 neutral meeting ground. Diggs is away t oday. e nee t tri I t hought we might use the Under Secretary s o ce; 
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I ' m sure he wouldn't mind. 

I'm sure he ' d be del ighted . Have it fumiga t ed 
afterwards . 

· 4C9 

Oliphant: I might report that I had t he first mee t ing of all 
t hose l a wyers and they all agreed on the legal point 
that I had made, and i L1s Just a question of having 
another meet ing this a fternoon a t three o ' clock and 
polishing . 

H. M. Jr: Well , could you get it to Upham, then, by tomorrow? 

Ol i phant: Yes, ought t o have it by tomorrow. 

H. Y. Jr: Upham and I had a rather disagreeable meeting yester­
day. But it didn't make me feel any better after I 
read Kintner and Alsop last night, because tha t 
s t ory came right out of t he Fed . 

MeR : Couldn't very well have got ten out any place else. 

H. !.! .Jr : "'ut when I t old Eccles ttrat Ne had t he feeling over 
here t ha t they just didn t want to get together on 
any unification of banking business because i t would 
retard t heir being able to t ake over all these 
bank examination agencies - and he got r ather bested, 
but before they got through he cleared the a tmosphere, 
and Wr. l:.ccles announced t hat he will go to work and 
see what he cen do . But it's the same old talk about 
"Can't work wi th the Board," so forth end so on. 

Gibbons: 

H • .ll . Jr: 

So I said, "Well, if you put your shoulder to this 
wheel, we'll ge t somewhere.• And he now says he 'll 
do it. But we had some pretty ugly words for a while. 

If they don't do it this week, then I'm perfectlY 
willing to go out and go t o the country with i t , 
because I'll take my chances on t he public reaction. 
And t hen if anybody wants to I!! ad how t hey feel, all 
you•ve got to do is read last night ' s story in Alsop 
and Kintner. That will bring you right up to the 
minute. 

(Nods nothing) 
But n~w, Upham, don't l et ' s - between t he two of 
you, certainlY the Treasury - you t wo get together 
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this afternoon, see. Will you please? 

Glad to . 

We said we could have it for him by tomorrow. 

First thing tomorrow morning. 

I assume that will be the ••• 

Well, if the meeting - whatever the meeting is 
let llr. - but you end Uphea fJgure at least to' 
leave an hour's time so the two of you can sit 
down together for an hour before the meeting. 

Of course, the meeting is more on the other things 
than it is on that. 

I know, but let's get that out of the way. Allow 
an hour ' s time, please. 

They're all agreed on it. Just a question of per­
fecting the language. 

You're (Gibbons) going to be here Friday and Saturday. 

Friday they ' re dedicating tha t Coast Guard hangar at 
Floyd Bennett Field. 

You' ve got t o be here . You111 be the only one. 

I don't want to go. 

Well, you ' re not sorry. 

Well, Herbert thought I should go. 

Well, you can't; you're the only person •·• 

It ' s not Friday, it ' s Saturday, isn't it? 

No, it's Friday. 

You're the only • • •· 
You remember I had spoken to you and you s aid, ftLet 
Waesche do it,ft and Herbert •••• 
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I crossed that bridge a month ago when the corres­
pondence came through, and we said to let waesche 
go. It 's unimportant. 

Oh yes. It• s a ••• 

I crossed that. I don ' t 
going over and over it. 
a month ago . 

know why I have to keep 
I said, •Let Waesche go, • 

I didn' t know t hat. Waesche talked t o me about it, 
and he didn't mention that. 

~y God, we •ve got ten or these hangars al1 over the 
place . It ' s important, please, that you be hbre 
Friday and Saturday. 

Sure, that ' s perfectly fine with me. The only r eason 
I brought it up to you - it was New York and that 
was your state, and you said, •No.• 

One hangar, two planes , one pilot. That ' s all right . 

That •s fine with me. 

You' ll still vote for LaGuardia . 

Vid you see that vote in the Council up there yester­
day, investigating the relief? This morning's Times. 

Incidentally, you saw the - I guess everybody's 
f811liliar w1 th the story last night - the failure or 
the Argentine corn crop? 

No I was very much more interested that the Coast 
G~rd was being sued for killing 2J2 minks . 

I di dn ' t see that. 2J2 minks. 

Yes. 

Who's suing them, Minsky? 

He most likely is - burlesque. 

Look up the corn crop in Argentine, will you (Baas)? 

Regraded Uclassified



Gibbons: 

MeR: 

H. :.I.Jr: 

Gibbons: 

lolcR : 

H.!l. Jr: 

Gibbons : 

H .~ . Jr: 

MeR : 

H.ll.Jr: 

oupluint: 

H.:.l. Jr: 

Upham: 

H.t:.4 .Jr: 

Klotz: 

Taylor: 

. 492 

-15-

50 percent failures . 

I was somewhat disappointed when Herman called me 
last night and said you did.n't want to do anything 
further on that wire-tap bill. 

Well , I think Berean i s right. 

I think 

O.K. 

What Berman and I agreed on - we' d 
its course . To tap or not t o tap, 

-;. - -· 
let naJil:'f l&L -
that is the question. 

•lso i n tbis morning ' s Times, the Republicans in the 
State Constitutional Convention are going to com­
promise the thing; they 're going to get something out 
of each other. • 

vliphant was very moral wi t h me . I s aid, •well, we 're 
tapping wires every day ." He said, • Oh, are we?• 

We ~ouldn 1 t think of tapping the wires under present 
conditions. I •m just trying to make 1t legal . 

What do you mean? V/ellf just for my infor~~~ation, 
find ,ffilt and tell me . mean I 1 d like to know what 1 s 
going/ln the Treasury. I don't like to have IIi¥ bead 
in the sand. I l d like to know how many wires •ere 
tapped a s of yesterday. 

I'd like, in view of our talk, • ••• 

I' d like to know, as of yesterday, how many wires 
we •ve tapped . 

And whose? 

No. 

No. 

Just the tot al. 
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Just the total. 

The House will pass that bill and will pass it today, 
and if not hing ' s done about it - they ' re making a minor 
change 1n i t - if nothing ' s done about it, it is likely 
never t o get cleared in the Senate and get through. A 
very little assistance in getting those fellows 
together would mean that that thing would pass . 

I t hink Oliphant 's entirely right, in view of this 
situation, With Governor. Lehman and Judge Poletti 
taking one position and LaGuar dia 

Dewey. 

•• • and Dewey taking another. I'm willing just to 
sit tight and see what happens . 

I take the decision, bel ieving it ' s wrong. 

What's that? 

I say I accept the decision, believing it's wrong. 

Well I can see you•ve got a sore throat again today. 
You better t ake throat treatments, either - keep it 
sore; you•re good when it's that way. 

No that's all right; that's what these conferences 
ar~ f or But I think on this matter Oliphant is 
entirely right and his advice t o me on the question 

h · ' i:r:ure and all that sort of tb1ng -of searc ana se 8 •t admit that we ' re tapping I think be's right. e won 
any wires in the Treasury . 

I've made no inquiry. 

is vour wire tested every month? Well, why , 

Is it? 

What? (Laughs) 
We won't need so many of these 

save a little money· can drop out 750 of them. 
enfor cement boys •. We 

750 what? 

' 
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or the enforcement boys . 
to do. They won' t have anything 

Gee, that ' s an awful t 
They must be l eaning ~na!~mae~ft lto make, Mac. Boyl 

u weak crutch. 
Or we can double the force erA try o ther way. to get it some 

I would say that if t hat s t atement 
grave abuse of wire-tapping. 

You mean that 750 _ all they do 

No, it isn't interstate, Steve. 

is true, there is 

All right, Uac, you may be right, but on a question 
of a moral issue I think Oliphant ' s advice to me is 
a hundred percent right. 

It•s a question of how much moral issue there is !n 
working on immorality. 

Well, I've f aced this thing right straight along and 
I •ve backed the b oys; if they get into trouble I'm 
willing to help them get out of jail . So I me~n my 
eyes are open and I know what we 're doing, and I think 
that's ~hy we got such a damn good record. 

Well, Nith your permission I'd like t o give you a 
simple statement of what the law is. 

I know what the law i s . I know that decision. I 
don ' t want it. hnd notwithstanding that minority 
report, we have continued doing this thing. And we 
answered that we would be - we have made the strides 
we have in bootlegging and narcotics and counterfeiting 
and we never could have if we hadn' t tapped wires. We 
never could have. I've said, "Fight crooks with 
whatever means is necessary," and that's wby we got 
such a good enrorcelDent record. 

But I think with this particular consti tutional 
conv~ntion on 1n Alb~ny, tor us to go u~ there and 
take a decided s te.nd a t this t lme .. .. 

I think you' d be sticking your neck out at t his time; 
a question of policy , not a question of morals . 

All right, gentlemen. 
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Lawrenoe B. &eltler, 
&1111\ant Dtreotor of 
.... arch aDd ltat1et1oe; 
Genl'Wle 1. ftanle7. 
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TREASURY DEPARTMENT 

IHT&III OrPIC& COMMUNICA TION 

.... .TUlle 15, 1931! 
TO seoret&rT~lnthau 

Kr. Baa~ r ,;ow 

a.ll>Jeotl Bank1Dg retleot1on or Trea.urJ r1nano1ag 

The week ended JUne a w1tneued a sharp 1noreaee 111 
the loan• and deposita or weekly reporting aeaber banka. Thie waa 4ue al110st entirely t o the aotirltJ or Hew York banlt1 and dealers in oonneot1on W1 th the '!'reuur.r rtnano1ng. The reporting New York 01ty _banks inoreaeed their total loans and 1nveetments by l%5 111:!,11ons, or wh1oh loans to brokers _fllld deal era r epresented 1211-2 lll.llions, loans to banks f5'!> 111lliona, and purobases or tlll1ted states Gonrn­aentl llainly the aatur1ag notes preauMbly) $115 al.llions. 

The reaa1nder or the weekly reporti11g aeaber bank• reduoad their holdings of United States Governments by 168 111111ona and their total loans and 1nveetllent8 by $57 aUl1one. Ooaero1al industrial, and agr1oultural loane or both Jlew York Oi b- and other weekly reporting member banke oont1nued thair long deol1ne -- by ~~ 1111-lions laat week. 

Attached hlllreto 1a a tabular presentation or aome aalhnt 1te•s 1n tha banking situation. 
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I -- I J vauO S I JUDe 1 : aballge 

20,91111- 20,536 +~ 

OhaJIIe uaoe 
- 1,997 - 2,llo5 

Jlaroh a, 1933 + ~.630 + 4,222 

peek reported 
a,625 a.3~ +291 

llopwllbor 15, 1937 - 1.~~ - 1, 715 
ObUp a.... lOW' repor'ed 
~1 31, 1935 + Ill~ + S23 

!otal. :r-eetaeah 12,319 
~ oi•oor reported 

12,202 + 117 

1 19 - 1,~ 
ObaiiP ;1110• low reported 

- 1, 957 

Karch a, 1933 + ~.901 + 4,7a4 • 
4,323 ~.·357 - ~ 

- 1,026 - 992 

~ 

7,a91 7.~ + 47 

1, - 1,619 - 1,666 
o1.aoo lOW' roporte4 

llaNh a, 1933 + 3.~ + 3,297 

15,0~ 14,5'9 • + IIJI.5 

- ~ - l,o49 

+ ~.17a + 3. 733 

Exoeu Beoel't'••- All KOber B&Dk• 2,710 2,640 + 70 

dliiiiii aao• piii repor\il 6o2 672 
DeOOIIber 11, 1935 - -

ObaDCO oboe lOW' ......,.. •• + 2,551 + 2,~7 
Jlaroh a, 1933 
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TREASURY DEPARTMENT 

INTER 0P"11Ca COWNUNICATIOH 

••TO J une 15, 1938 

TO Beoretar~nthau 

Mr. Baa~ 
SubJect: The small corn crop 1n Argentina 

An article which appeared in newspapers r eeterdar on the 
small corn crop in Argentina and ita poaeible ettect 1n stim­
ul ating United States exports ot corn was apparently baaed on 
t he ot ticial Argentine eet1mate ot the orop, wh1oh waa i ssued 
J~~1$. t Th1i 11 inthdioated a cr

1
o
9
p
21

o
2
t
2
17$, 92

19
1

22
,000 blill!Rl 4 .,.th11 

s~ ee 11 nee e eeaaone - and - 23, 1n each ot 
wh1oh a orop ot 176Jooo,ooo buehele wae harnsted. It ool!!paree 
with a orop ot 359,bl5 ,000 bushel• last rear. Droue,ht in eome 
ot the important producing areae wae reepone1ble tor the abort 
1938 crop. Harvesting ot the orop i s now practioallr com­
pleted, 

The Bureau ot Agricultural Eoonomioe has made no estimat e 
or the probable etteet ot the short Argentine crop on our ex­
porta ot corn. During the previous ehort-orop rears mentioned 
above, however, our exporte ot corn expanded aubatantiallr. 
I n 1921 our net exports increased to 179,000,000 bushels (6. 1 
percent ot production) , whereas during the previous 10 rears 
ther had not exceeded 2.7 percent ot production. In 1922 we 
eltl)orted 96 000 000 bushels (3,6 percent ot production) wh1oh 
has not bee~ approached 1n anr rear since t hen. 
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!be l!lecre1oe.1'7 

Jl1u Lon1 gan ~ f 

June 15, 1938 ~ 499 

!he Ohio legialature voted emergencr relief tunde ot 

which Cleveland' • ahare 1B eattmated at between t400,ooo and 

t500,000. !hat 1B Just about eutt1cient to Pa7 outetanding 

bil ls tor groce17 ordera, rente, and atatt ealar1ea, and to 

car1'7 reuer through June 15th. rroa then on, there are no 

tunda. 

!here ia one catch in the appropriation. It proYidea 

tor a loan to the ci t1ee aga1nat tuture tax collecttons under 

municipal ord1nances still to be voted. '!'here 1a a question 

whether it could be legal to issue the bonds and whether 1t 

would be possible to persuade bankers to accept them. 

'!'he cit7 tund tor WPA sponsors' contributions 1s exhausted. 

'l'he cit7 is continuing to make contr1but1ona to WPA by withdraw­

ing tunds earaarkad to conr mandatory expend! turee later 1n 

t he 7ear. !bat ie, they are borrowing Kon mber and Decnber 

tunds, tor regular expenses. 

Morale Pinancing 

Relief ie etill Umtted to tour da7 grocery ordere onl7 

to tam1liel with emergeno1es. 

Rente and lalar1es are not being paid. 'l'he whole rel1et 

organ1u.t1on 1• being operated on a • aoral• baeu•. 'l'he o1 t7 

eouno1l pallel on ord1n&DCe 1tat1ng that certain expenditure• 

conet1 tute a aoral obUgat1on aptn•t c1 t7 ttnanc1ng. Ored1tor• 
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accept tMa becaua the C1t7'• record of paJ'llenh 11 goo4. : £CO 
It ie th11 aort of financing 11b1ch llaltea it ae- unllltelJ' 

that the o1 tin are going to be &113' better able to ca~ relief 

burden• next Winter than the7 are n01r. 

eurplue Ooa.odi tin 

Surplue coaaoditiee are et1ll the lll&inetay of relief 

familiae . 

Figure• were obtained showing actual distribution of coa­

mod1t1ee during Kay and June when the relief cria1a has been 

most acute. The t1rst week the fam1 llee receiYed rice, O'l'&llgee 

and apples. '!'he second, potatoes, cabbage, butter and cele~. 

The third week, apples, celery and dried beans, the fourth week 

of May, rice, oranges, potatoes, butter and dried beans. Far 

the largest quantity distributed waa in oranges. Mo tlour or 

skill ailk wae iuued in May. 

The firet week in June, families received flour, cabbage, 

green beans, rice and butter. '!'he da7 we were in Cleveland 

the7 received butter aDd ekia llilk. '!'he local rellet officials 

wanted to d1atribute rice, but t he1 were owoerntl.ed. 

Actual distribution ot co•od1t1es in lla1 was estimated 

by relief officials as follows: 

Dried beans 
Butter 
Cabbage 
Oeler7 
oranges 
Potatoes 
Rice 

Pounds per 1'&11117 
lla1 

~ 
2.1 
II. 

31 24 
eeen t o be the a~le diet ot Once &pin oranges are 
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r elief fam111ea dependent on surplus commodities. 

ro· . ~ ... 

We asked what else the families were getting, •I go 1nto 

a nunber of houses where t hey are eating garbage - - t he tomatoes 

nnd lettuce are bruised - - I have mysel f seen them rummaging in 

e;.~rbnge cans - - there i s a gr eat inorense in begging in the better 

ne ighbor hoods - - people don ' t want rood to ent themselves. They 

n•k for f ood in cans that they can take home - - Ir i t hadn't been 

for surplus oommodi t ies we wouldn't have dared remai n i n the 

off~ces. They would come in and br eak doors and furniture - - I 

don 't know how long our visitors can take it.• 

The s~e story comes from ne" d i s t r i ct secretaries that ~ns 

told l~tst. week. 1 The people just co:ne to the N•it1n$ room ttnd 

sit nnd cry and cry•. 

I n one old house t he l andlord out or r nl l gas connect ions. 

T .. e j o.nitor went to ne ighborins stores and got br ead and meat bones. 

He fed 119 children. 

0·1tdoor diatri bution 

We went out to look at the co~odity stations . Co:nmod1t1es 

a r e d i stri but ed i n twenty- two stations, mostly i n vacAnt lots . 

The r elief client stands in line, present s his cards, puts 

b Or 8 bnby cArriage or child's his comrnodi t i e a in 8 pa;>er Pg , 

"rAgon ancl t akes them home . 

Families s tood in line 0.11 winter wlthont sufficient clothi ng. 

exper ience said, •It's the old people A visitor with many year s 

·• .. o break your heart • • 

h d lunch l'ith the Director or Whi l e 7e were 1n Cleveland we a 
t he Hooe Rel i ef Di vis i on of the 

~ealth and Welrare, and the head of 

• 
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c1ty or Cleveland, tog ether with two representatives or the FSRC. 

This 11a s most fortunate because tor t he tlrst time t he D1rector or 

· ::erl~n Md 'll'elrt~re realHed tl1'? lmportance or surplus commodltlea 

And th'3 nece~eit :y tor a better distribution system than the present 

~orner lots . He agreed to f i nd means as soon as poseible to r ent 

store& And !)Ut commodity di stribution unde::- cover, 1f poss ible on 

~ fi'le-do.y baeis, l nsteaJ. of only one day a week in each neighbor­

hood. 

Until recently surplus commodities were Just a headache to 

r elief ofJ'icials because they came so l rregular!y, an<i caused so 

::~uch work. Now that they are the mainstay or Cleveland r elief, the 

01' f1c1als have to reorient thei r th1nl!.lng qbout the costs of com­

:nc.tUty d istribution. All problems of OOl!ll.'IOd1ty dlstrlbu~ion, includ­

i r .• · coats, are mo.de easier if a few stllples lll'r di stributed regul,.~.rl,r 

l n substantial guantltles . 

':'he f'IWlillos 

we aleo went to so:ne or tLe :1omee of relief clients, i n e very 

pocr colored neighbor~ood. I n every one or ;he fao111es t~~: we 

'/lsl ted the stove wns so !>ad, thst it cr~oked the whole house when 

Woter was uaually coming in through the roof. ihere 1: WP.8 lit . ·~ 

, Bu~'-er was keu .. t in the open Alr ln hot roo~s. Some ''?A no lee- ..,.CJA . .. .... 

bake br e nd with the flour, others t:n<la blscults, or the women trled to " 

t Tlley l,nd no lard, no salt , no 
20~e cooked it on top of the e ov~ . 

t '.'eY Just did not know how to make bread. ~!(~lng pnne. Frequently • 

.did not kno- what to do wltl. the white powder•. 
Tr.~>y said they " 

The rollef people st1ll « pect surplus cor.~~~~oditles to be l.r-

that if there was anY chance 
r ec,-ular and low in quantitY • They sai d • . 

suppliea of flour, they would ge• tne or thelr getting continuous Y 
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settlement houeee to put on demonstrations or how to bake bread, 

as they dld in Red Crou da)oe. 

Relief dletitiane say that the celery came in such large quanti-

ties t hat it wae f requently spoiled betore tamllies could eat it. 

potatoes and onions begin to sprout, When kept too long in the home. 

One or the moat curious elements or the situation i8 the way it 

never occurred to t he rel1et officials, high or low, to keep asking 

tor more or d1tterent surplus commodities. They have been 80 brow­

beaten 81nce 1935, so intimidated by the tight over rellet taxes and 

the hostil1 ty o r legislators, that they take everything w1 thout 

question. They would never have asked tor a continuous distribution 

of f lour, or urged that part or the flour be sent as milk-wheat-o 

"h1ch the tam111ee like much better. They thought the Federal Govern­

ment had made its decisions t o send just eo much commodities and no 

request ot theirs would change it. 

Families occasionally trade their surplus commodities. They 

do it to get sugar or salt, or children' s shoes. They give part or 

their scanty supplies to families not on relief but in worse need 

than they are. Men who are working one or two days a week may have 

to give all t he money to the landlord and be wholly without r ood. 

Delinquencies are skyrocketing. •No one wanto t o et&Y home•. 

The twelve and thirteen year olds are especially difficult. Preg­

nancies are mounting eo tast the humane society hasn't funds to take 

any more caeea. 

Physical Ettecte 
'!here are no people starving in Clevel and but there are a 
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great mnny hungry people', said t he head or the visi t1ng nurses. • !::0~ 

•Children get very 1rr1 table when they are hungry. Women g1 ve the 

rood to the children or the working man• . Her greatest concern i s 

(ear of tb. among the growing glrle. 

Dr. Richard Balt or t he Chi ld Health Associ ati on said they saw 

the worst e ffects in t he children entering schools . Infants up t o 

fifteen months were wel l taken care or through free milk and baby 

health stations. From t h ere on the children lose steadily until 

they enter school. In the three pre-school years, ~he depression 

1! t oday wiping out virtually all t he gains made by t he whole infant 
~ · 

wel fare progr am. • 

The children ent ering school showed evidence or anemia, poor 

muscle t one and other indi cati ons of •nutritional sag•. ~1ey 

improved in school wi th the milk reeding, and in day nurseri es and 

pl~ygrounds, wherever they go t r ood. 

All t he doctors spoke or t he rear or rising tb. r at es. The 

health recor ds show a f alling death r ate, but a rising number of 

cases in the early stages, which may mean more cases or better 

detection. 

t h t Cleveland ~-d an extremely rtoe health 
One gets a sense .a ·~ 

t t t Years ago. as it had an extremely pro­
progr am from ten o wen Y 

hi l t h opy The peopl e are 
gr csstve organi zati on or private P an r · 

Only because the t b. and baby health 
surviv i ng the present str ess 

Unfortunat ely one also gets the sense 
wor k were so very well done. 

t he medical and t he philanthropic work that 
very strongly in both 

and t he new l eadership has not yet 
the old leadership 1s moribund, 

There 1s tn bot h health and • elfare •ork 
sad like 

in Cl eveland a aenae or grandeur 1n ecli pse that i s very ' 
risen t o take t ta place. 
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8 fl ne old house settli ng ln t o decay. This is a period of stag-

i n much more than an economic sense. 

?art of the health as well as the economic problem in Cleveland 

l s tae mnss mig ration of workers, whl te and colored, frolll the South, 

.1110 brlne wlth them t he habits and limited skills of poor rural 

;ec:l cms . Colored frun1~1es constitute a'oo1.1t 8 percent of t he popu­

h tlc.n, but oooupy about oO percent or th'J free tuberculosls beds. 

?oh.: l b le U11e s of Surolus Commodi t i es 

:!ed ium-sh.e f amilies are gettin~ a twenty- four p:>und sac:< of 

r:cur 11 oontL . The dietitian of t 1.<1 Eoergency Relief Adll!1n1st ration 

e;;ttn~tes that ror nn adequate dlet each rso1ly needs a 11 t tle over 

two !>!tCks " mont~, bu': !'or a coropensntory tliet. when most other 

:~~noditles aro 1nlesinl!> , it needs 75 pounds, or three tio:e s the 

'>rosen t d1etrlb'J.tlon . Ti.ls compensatory dlot is probably not tol:B 

re~omr.;ended fo-:- long perlods of t1::1c 'out somet! .lng llke lt 1s needed 

~,::e re otl.Ar co ::::loditie ~ a re fev: and caoua l , nr.d "'here undernourish-

-:er.~ i·.ns prob'\bly ex~sted " ~ ""l! time. 

li':'ls t Cleveland naeds P t the cor.ent i n the wa v nr F'Poers l corn-

.::>0.1" les 1:1: 

1. Creation by the F~~~ o~ an e~erGency s~andard of per 

Cap1.ta sllOWAACBB, SO thllt facilieB WOUld eCt double or even 

triple Allowances Of staples , !or t\ ll.mited tlme, .,;,ere n true 

t r1r"t be three times the 
emergency existed. Th l s .night A c 

!)resent distribution for comraodlties like flour. 

0 • - heat ~~oducte especiallY mllk-A wider variety • " " 
Noodles and 

wheat-0 (Dr. Stanley says t his 1s under \'I BY l · 

other eg~ products ci3~t also be useful , 

A wider range or coccoditiee if pr ect1cable 
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4. Indoor d1etr1but1on by the city • 505 

5· Wore frequent distribution by the city, especially 

if perishables l i ke butter. &liminntion or any Federal 

r estri cti ons that compel o1t1ea distribute butter only twice 

a month. 

b . &xpend1 ture or more funds for stor es , tr•Jcking service, 

and labor, to make commodity distribution mor e useful. 

1· Full publ1c1ty wherever poea1ble . For example , grocers 

complain that 1f they know when Surplus Commodities was going 

to distribute potatoes, they would buy leas. It i s not always 

oossi ble t o give exact i nformAtion about rrelgbt car arrivals, 

b~t 1t would be possi ble to give g~oers the avsllable inform­

ation and let them use their own Judgment. 

8 . Distribution of commodities through other t han family • 

chsnnela a s school lunches , day nurser ies, playgrounds • 
• 

• 
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WPA ProJects 

I called on the WPA Di rector 1n Cleveland . He told me· 

that 1n December ther had prepared projects v1rt uallr for the 

whol e year. That i s what i s carryi ng t hem through now. Pt~­

jects they hnd pl anned fo r next year ' s indoor work for bad 

rea t her ther have to carry out now. 

Overloading on sll projects is common here as elsewhere . 

The shortage of proJects will show uo incr easingly month after 

nonth. 

• 1;0.., 
• ~ I 

WPA certification i s on a ouch higher basis t han admission 

to r elief, although both are admi nistered by r elief offi cials, 

the •.VPA standard is set vi rtuallY at their choice . Allowances 

for f ood, cl othing , rent and mi ecellaneous items bring the 

•udge t for a familr of tour to $59 ·78. Anyone who hns an income 

..-lthin $10 of this Bl!lOunt is eligible for \'IPA, whereas under 

:he r elief, arstec they would receive only $10 a month. That 

ceens that workers with tamily incomes of $50 cen go on WPA, 

end get S60 now or $110 altogether. That makes f earful l y wi de 

the gao between the lees needy ..-ho go on WPA, and the men 1n the 

same s ituation who hapoen not to get WPA emoloyment and get only 

a four-day grocery order if t heir children hapoen to be sick. 
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Commod1 tlee 

Rice pound a 
Orangee - • 
Apples • -
Potatoes - • 
Cabbage • 
Butter • 
Celery etalke 
Dried beane- pounde 
Green bean •- • 
!'lour • 

Total pound.e 

Total stalke 

IJtllU>LUS COIOlODn'I!:S DI S'l'RIBUTION 

Kay . 1933 

Ku7 KaY i~ 
lfeek !nding 
May 21 May 28 

48,2g3 58,052 369,6o0 380, 380 123,410 263,450 -
527,763 147,4oo 
248, 72 

56, 500 57,832 
12, 900 120,300 

36, 064 
16,200 

681,333 g32.985 416,444 4o2,894 

l2y900 120,300 

COWODI TIES ACTUALLY DI 8TRIBUTED 

January 15 - April 23, 1938 

- 50~ 

June~ 

36, 126 

39.950 
58. 335 

~. 630 
568.718 

772, 759 

CO!:l:Dod1 tlee 

Rice 

ll!nrq 15 2 9 5 
Februaq 

12 19 6 5 
U~treh 

12 19 2!i 2 fr1l i~ 23 

Pears 
Pot atoee 
Apples 
Orangee 
Celery 
Peaches 

X X X 

X X X 

X X X X 
X X X X X 

X X X X X 

X X 
X 

LISTED C~DITIE8 
NO AMOUNT 8 DI 8TRIBU'1'ED 

January 15 _ April 23, 1938 

prunes 
Walnuts 
(Jr&petru1t 
Canned meat 
Jega 

canned milk 
Skim nlilk 
Celery 
ruh 
Oataeal 
Cabbage 

sweet potatoes 
Herrings 
Onions 
Butter 
Orapee 

X 
X X 
X 
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TREASURY DEPARTMENT 

OA.TC 

l~me 15, 19!58. 

For ;rour intoria tion 

l&Ma Booanelt call.ecl and aekad • to oae lr. ~ld and 
llr. lluleel.l who ,.... lll'&1DI that tbe Preoidant not nto a printa 
rellet bill (S. 667) :l!m>l't'ini ftiYinc the otatute ot 11aitat1ona 
on a taz cl.a.ia. lr. Tarleau was preeent at tbe illterrlft. 

ftle oUice ot the Qdet CoWlael, buu ot lDten.al lla.-enue 
hu allowed the .-.rd. cl.eia ot lolm zs..enoan, to....- llure4U auditor 
and tonoar eo~~ptroller ot tbe tupa;rer ill tbe uOUDt ot $20, 610. 22 
1a the illeoooe taz eeee ot .U.Oura S.curitiea, IDe. , peri!CII&l ho1clinc 
co:rporation ot Al.1'1'ed I. duPont. The award 1a one per cent of tbe 
add1 tioll&l. taxes collected. 

ftle Walhi.neton Poot recentl7 reported that l~ J11nill.ng, the 
oircu. aanate, who died aenral roara ago, lett an estate Y&lued 
a t $2S,.S2, 752. Caaee are pendilli ill the llllreau ot lDternal Re.-enue 
illTOl't'ini three or tour .UUon dollara in inoo•e tuea aDd penaltiea 
aaaerted qa111et the eetatae ot l obn ltiJICUili, ot Charlea J!1n&lilli, 
and ot liellard T. RlngJing, arililll bw protito rro. RlngHng 

Brothers knllm and kila7· 

ftll .t.. w. lellon caae that ... lltipted eo long before the 
Board ot Tax J.ppeale hal been clooed b)' Nttl•ent, thul &T01dilll 

-~·, The Gre&OrT caae (in which A. • · 
tile JMC .. ait7 ot an ..,,_. t t tbe atock) and thirtr-
.. llon and hil brother omecl.:: pert~ 0 

TheH caHI had been 
aix rel&t.d oaoea han ~ .. and "illw1T~ Y&luation, net louea 
aet tor hear11li 111 Pittau-... &11 !b- would hln taken appro:d.utal7 
and other OOIIpllcate<l. queationf. w• 
two _.. to tr7. 

t Co ere•• paeaed tbe agee and 
Ia ita ruth toward edJourDaiD ' t ~. t~ ~tT price pro­

hour• bill and the relief bill (oxcop to conference). !be .anopcl.J' 
Tiaiona thereill, which nre oent ~ ta •• paoaed ill tbe House 
bill, 'llbich had alread7 palaed the nalaoi wuta tillbulter in tbe 
2117 to 55. .la 7011 probabl7 Jr:now, ~ w tbe ruoh of l8Jiolat1on 
Sana ta aYetr the fiood eo~~trol bill 
ahortl7 attar ld.d-nial>t lalt ni&h t. 
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CONFIDENTIAL 

Tho Honorable 

TREASURY DEPARTt.lEm' 
BUREAU OF NARCOTICS 
~lASHIOOTON, D. c. 

Juno 15, 1938. 

Tho Secretary of the Treasury 

Washington, D. c. 
Sir: 

. - 511 

I have the honor to report that in compliance 

with your instructions I attended meetings of tho 

Opium Advisor y Committee of tho League of Nations 

at Geneva, Switzerland, from May 16th to Juno 1st. 
The meetings included those of the Sub-Committee 

which reviews the illicit traffic, and of tho 

Preparator y Committee on the Limitations of tho 

Production of Opium. 
I alsp attended all socret meetings of Narcotic 

Enforcement Heads of several countries . The oxchango 

of confidential information concerning the activities 

of important international traffickers was of mutual 

benefit and \'Till r esult in increased cooperation bY 

for eign Poli ce in suppressing tho smuggling of 
narcotics to tho United States and to other countr ies. 

MY r eport on all mootings attended 1s as 
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MEETINGS OF THE SUB-COLilllTT!:E ON SEIZURES . 

The SUb-Committee held a number of meetings 

during which it ~viewe.d the sit uation in resarct 

to the illicit tra!ftc 1n 1937 and the first three 

CIOnthe of 1938. The meetings wore attended by the 

representatives of tho United Kingdom, Canada, China, 

Franco, Japan, the llethorlands, Starn, and tho United 

States or America. Tho following oxperts aleo 

attondod the meetings: tho Chior or Pollee of 

Rotterdam, Conuniss ioner Corby ot tllo PoHco Mob11o 

or tho French s nrete Nationalo, t ho Commissioner of 

Narcotics of tho United States of America and the 

American Treasury Attache at Parts. 

The application of t~£ provisions of Article 

23 of the Convention of 1931, as a result or Vhtch 

all reports su~tted by Oovernconts to describe 

individual cases or illicit .traffic aro now trans­

mtttod to all parties to that Convontton, has 

greatly r.ac!lttated the work of tho Sub-Committee 

In addition to providing lntorostod Oovcrnmonts 

with bettor rac111ttcs for carrying on tho campaign 

against tho Illicit traffic. 

Advance reports or fUll annual reports tor 
1937 doaltng with 1111ctt traffic woro rccolvod 

from 77 Governments and statomonts on the same sub­
Joct woro presented orally on oohaU or 4 Governments . 

The ~ Cllt.Dll:: -

slon of cooporatlon In the campaign against the abuse 

of narcotic drugS . 

) 
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O!:NERAL TRDID OF TI!E ILLICIT TRAFFIC • 

1 Cl __ , tlllctt markets tor raw opium The pr n .-. 

to heve been China, India, BW"ma, lndo-Chlna, appear 

U 5 S R Iran Chosen, Nothorlands Hong Kong, • • · · ' ' 
lndtos, Starn and Egypt . 

d tum tho prtnctpal In tho caso or prepare op , 
tlltctt markets appear to havo been China, Stam, 

Straits Sottlemonts , 

Netherlands Indtos. 

Indo-Chtna, Hong Kong and 

As to morphine , the principal 1lltc1t markot3 
China. Turkey and tho unt ted appoar to h:lvo been • • 

States of A=Orlca. 
~ in the principal illicit oor~Cot& As to .~ro , 

China. tho United St ateD or appear to navo been • ' 
Kwantuns Leased Torr1 tory' Hong A=Ortca, Egypt , 

· · nd Turkey 
Kong, Grooco, Franco a . l tlltclt marxets 

As to cocotno, tho prtnctpa 
· Chine and Franco. 

appear to haVO boon India, surma. 
Kota ror Indian hemp Tho prtnctpal tlltctt mar " . 

nave boon Egypt , ~udan, (cannabis) drUgS appoar to d 
. d t4adag11SCar, Basutolnn • TUnis, Konya, Ugan a, 

. o India, Ceylon, llorth 
Palosttne, Syrt~, TUrk Y' 

5 
toe o! ,_,-tea. 

and the unttcd ta Borneo, Jallllica, d that 
Uable indicate 

Tho tnton:ntton eva t ship&' 
wnce o! mel:i)Ors o 

SI!U8Slln8 with thO connt · tdo extent in 
dtsconcorttnslY • 

crows cont 1nucs t.o a uorXod tiiQ)J'ove-
ld There was a 

most parts or thO wor • t cortein JaPQIIOGO, 
1 the cases o mont In thi& respect n 
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British and Canadian steamship llnos Which operate 

in tho trans- Paciric trade , namoly, tho Hippen Yusan 

Kaisha, tho Blue Funnel l..lno and tho Canadian 

Paetric Llno. The roprosontativo or Japan submitted 

a momorandum describing tho moasuros tllkon by tho 

authoritios 1n Japan and by tho Nippon Yusen Kaisha 

which have brought about this result . Tho eommi ttco 

congratulated t ho author ities or t hose throe countries 

and tho steamship l ines concerned on tho successful 

outcomo or tho enforcement or tho1r moasuros to pro­

vent tho smuggling or drugs by ships • personnel or 
as unmantrcsted cargo. 

Tho number or dirtercnt labels on prepared 

opium found in the illicit trattlc in Nothcrl:mds 

India was noticeably smaller. On tho other hand, a 

considerable number or labels not previouslY 

encountered 1n America put 1n an appearance in the 
Unttod States or Amer ica. 

Tho situation in respect or· labels on rn.~u­
racturod drugs round t n tho 1ll1cit traJ!ic through­

out tho world continued much tho same as tor several 

years past . There were very tow cosos in which 

gonuino labels or licensed drug mnnutecturors wore 

found and in those rr:r; cases it was usuallY apparent 
that tho drugs had boon obtained either by burglary, 

or through forgery or proscriptions or through the 

connivance or medical practit!onors. 
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PRINCIPAL CHANNElS OF TilE ILLICIT TlW"FlC . 

Tho i brier ana.lyS1s of tho illicit tallow ng 

trottlc tn 1937 is based on tbe special seizure 

reports t orwordod bY Governments . 

1 . !!!! Opium. 
Soizuros of ralv opium mvo boon reported from 

tho United Stntoo of .tunoricP., Aden~ Austria, Bulgnria, 
~-rmany, TurltOY; Egypt , India , Portusuoso rr:.mco, "" 

Indo-China: .straits Sottlcmon~s, India , union of 
Hong Kon&: Barbados • 1Sac4o Netherlands Indies , Si4lll, 

and China • -• In 
ere as usual, """'o Tho largest seizures w ' 

Fnr East whOre tbCY ue~ alSo most numorous . 
t hO 

8 wore specIallY 
In tho Un ited States sixteen seizure 

In wll1ch 75 l/2 kg. wore Involved. Tho 
reported do in tho unl ted 
ma3or1tY of tho ralv opium seizures on 

he Atlantic coast Aron. States wore orroctod in t mndo 
or rnw opium worn ' In Austria two seizures 

point to n con­• 62 kg Both or these cases 
ono o, • tum rrom BAl.lUln 

ggl1nS of ra'il op 
ttnunnco of tho smu lo doijtlnatton tor 
countries with t'rancc as probab 

d States or ~rica . 
shtpmont to thO unite I uroD ot raw op!LO 

®TO 7 SO Z 
In Tul"!<OY tnorc al>OUt 399 kS· nnd 

d 8l!lOUDt tng to speciallY roporto ' 
tzurc o' 210 kg. 

in 1936 "' largo sc • r raw opllllll \lore 
~ t seizures o AO regards "gyp '· 1 vod 1\ 

1936 but thoY tnvo 
loss t roquont thaD In ' 

- 5-
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larger t otal quantity. In 1936 thoro woro 1? 

cases Involving over 80 kg., 11horoas In 193? 13 

cascs Involving about 150 kg. woro roportod. llost 

or tho opium came rrom Syria . 

Ono largo sol zure or noarly 3? kg. vas mado 

as a r esult or Information rocolvod concerning a 

gnng or snrugglors who hP.d ar ranged t o smuggl e drllgll 

by aoroplnno tnt o Egypt fr om Zyrla and Pnlosttne. 

I.ll,d l.:l ~portod 6 seizures -- 2 In Calcutta , 4 

In Bomblly, and '2 i n Madras . Ono or thoso reported 

1n ~dras Involved 136 kg. or Excise opium vhtch 

tho accused vorc attccptlng to ~lo to Ceylon. 

From Aden 2 seizures voro spec Ially reported, 

Involving altogether about 2 1/2 kg. Tho lnterostr 

lng point about thcso solzuros I s thnt tho opium 

was stated to be tho product or tho Kingdom or the 
Yarnon . 

Special r epor ts of seizures tn tho Union or 

Indo-china nero received ror t hO t1rst throe quarters 

ot 1937. During tho !1rst quarter, thO principal 

solzuros totalled about 150 kg. and during tho 

second quarter about 122 kg . Tho roport on tllo 

third Quarter contains tho !oll0111ng tnrormt lon: 

386 poll co reports uoro drawn uP, 144 porsons were 

arrestee! and ·141 scntoncecf. 233- ke. or 'raw opium 

Wid 23 kg. or prepared opium woro sotzod. 

For tho Strctts Settlements tho usuBl monthlY 
• roports wore sont ln . Tho totnl quantity so tzed In 
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ted to a llttlo l ess than 6 kg. 19137 amoun 
Tho NetherlandS Indies sent In sovon spec ial 

I os or raw opium tnvolvlng Just r eports on so zur 
~~ kg It was all or Iranian (Porslan) unc!er ~ • 

origin. 
torwards quarterlY reports , tho r eports Slam 

4 tor tho rtrot two quarters having boon roco tvo 
plum amounting to d covering ec1zuros ot raw o 

an In addition a report or a oo1zuro of 100 1/2 l:e; . 
b 1937 w~ communicated. about 323 kg. tn Octo or • 

Th10 op!UIIl Crute 
rron the Shan States. 

Ltko ~ho Straits Settlements, Hong Kong 
Sotzuros roportoc! tor rurnlshos conthlY repor ts . 

796 kg In ono easo thO so I zuro 
1937 amounto4 to • 102 J<g. or 

..,., kg or !'Slf opium and. nmounted to """' • 

proparod opium. 
t od by !dncao duriM speciallY roper 

Tho eolzuros nd tnvolvcd small quantltlos . 
tho yoc.r Vloro not manY a d bY tho Bulgarian 

was roporto A so lzuro or 40 Kg. 
0 tum ~as intended ror export t 

oovornmont. ThiS op United Str.tos or 
Ant17crp • thllncc pro\l.'lblY to tho . ted In 

A wo11-kn~ traf!lcl<cr 1'11\S nrrrs All¥>rlca. 
coMectton with thiS ease. 7hO toT.nl 

d three seizures. 
Franco roportc -.~ ono sotzuro 

tbC.SO vas 47 ...,. 
amount lnvo1vod In U3rOOillos on 

ch 1'11\S selzod at 
tnvolvod 40 kg. whl I t had been 

mtns rrol!l R6unton . 
board a voesol co . • d etnco 1934· 

11 t an!< not uoo 
concealed tn an o 

' 
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A8 regords tho Situation !n Chinn, the Quanti­

ty or raw opium roportod as confiscated was 60 112 

kg. Thls t1gure includes so! zuros mndo in. the 

Intomat!onal Settlement, Shanghai; (20 kg. ), and 

tho rronch Concession in Shanghai (6 kg. ) . Tho 

China riguros are incomplete . 

.2. Pr epared Opium. 

So!zuros or prepared opium woro spooially 

r eported rrom thou. s . A. , tho Commo~oalth or 

tho Philippines, CMP-<1a, Australia, Un!tod Klngdoo, 

GonMnY, Union or lndo~hlnn, Straits Sottlomonts , 

Netherlands Indios, Siam, China, Hong Kong and llacao. 

Tho United States or America sont !n special 

reports on 2S seizures or prepared opium which 

involved about 202 kg . Fr om tho Commonwealth o! 

the Philippines , 51 cases 1•1ore specially r eported 

Vlhioh involved a little over 24 kg: 

Canada spoc!nlly r eported B casoa involving 

small Quant!t!os or prepared opium. In one , tho 

opium was smuggled through tho post !n Chinese news­

papers Which had boon posted in !long Kong . In ono 

case (48 gl"'IIIJJOs) the op1Uill was contained 1n tubos 

or tho Singapore and Hong Kong l.!onopoltos . Canada 

also trubmltted a special ro'port on tho seizure or 

650 t!vo- taol tins or pr epared opium 1n ono lot; 

Vlhlch had boon recovered f r om tho sea bottom along­

side a Wharf at Now Uvstminstor, British Columbia: 
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In the union or Ind~h!na specially reported 

seizures or prepared opium P.ggrogato 1111ch loss than 

thOse or raw opium. The sol zures or proparod opium 

roportod during tho rtrst throe quarters amounted 

to about 67 kg . 

Monthly repor ts have boon received !rom t ho 

Straits Sott~omonts coveri ng tho ontiro yollr . Those 

r eports involved 1706 kg. or prepared opium. ~leost 

nll or tho so!zuros t~cro otrcctod tn Singapore , 

only smnll quantities having bOon r ound In thO 

1llic1t tra!t!c in Pcneng and ~lacca. 

In the Netherlands Indies aboUt 48 kg. voro 

specially reported as having boon so!zod, which is 

more than tho quantities reported seized In 1006 

(37 kg. ), but less than the ra11 opium speciallY re­

por ted as having boon seized in 1007 • 

Tho total sotzuros in Siam amounted to 2176 kg. 

In regard to Hong Kong, monthlY reports have 

boc:.n roco!vod covering tho \Thol o year ot 1937 • Tho 

quantity or prepared opium speciallY reported as 

haVIng boon seized \'IllS 928 kg. 

llacao alSo sends in monthlY sol zuro reportS • 

ttguros ror thO wholn year bOins avallJ\blo. The 

numboa. or cases or nl1c1t tra!rlc spocl:.\lY reported 

as involving prepared opium ""s aboUt 117 ~t thO 

quant!ttos involved wore usuallY vorY s~ll , thO 

total tor tho year arount!ng onlY to abOut 10 kg. 
oizuros nmount!n& to 

From Chi na prepared opium s 
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108 kg . have been specially r eported. Those 

tiguros oro incomplete. 

Attention ts drawn to n number ot seizures 

ot propnr od opiwn tn Australia . I n Jo.nuary 1937 

thoro vas one se izure or 1 l/2 kg . ; in Fobru!\ry 

two so tzuros involvt~ ovor 4 l/2 kg., in 14ay one 

eoizuro or over 3 kg., anc1 tn August ono of 114 gr. 

In ol~ cases the prepared op ium crrtvod tn Australi a 

on ships coming !rom Fru- Eastern ports an<l tho con­

tainers boro onrks well known !n tho t11icit traffic . 

(Ytck Kco, Lion and Globe) . 

3 . Worphino 

So 1 zuros of morphine narc roporto<l in tho 

United States of America, Can,da, Fn>.nco, Turkey, 

Burma, Stao and Chtn.'l. . 

I n Turkey thoro wore only 2 mor phine soizuros 

spoetn1ly r eported. They took placo 1n I sto.nbul. 

ln nddttton 37 kg. of morphine bcao, 1 kg. or 

morph!no hYdrochloride and 10 kg . or a mixture or 

morphine and ::tn!Jnl charconl t>ore se ized in connection 

n!th the discovery o~ cl andestine lcbo~.tortcs . In 

1936 separato seizure reports concorntng morphino 

nero rocotved cover ing a totnl quanttcy ot 43 kg. , 

vhoroaa in 1937 tho total qunnt 1 ty' thus reported 

\'IllS nbout 20 kg. or rnor phino hydrochloride nnd about 

3~kg. or morphtno b.'l.se . 

1\vo1vo morphine seizures woro roporto<l trom tho 
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United States, tho total quantity being 10 kg. 

lith tho oxcoption or onc- sotzuro ot 7 kg. on a 

vossol coming trom J~~ tho soizuros ot morphine 

wore ot SI!Bll quantities . Tho cuoo morphtno 

appoar o<l to havo boon obtained tn It~lY nnd In 

Frnnco and brought to t ho United Statoe by soamon. 

Soizuroe wore mado on tho Atlantic Coast , on tho 

Pe.ctric const, tn tho Gouth Centre.! Aroa and in tho 

North Contrnl Area. 
Sporo<l1c seizures cr mor phine woro roporto<l 

rrom FranCo (mor phine basel ; CP.!U\da and surmn •. In 

s tam thoro uoro 310 cases ot morphine peddling, b~t 
tho t otal quantitY seized was a little under 2 kg. 

In Ch1m, rour ca.c6s wore reported . In t he80 

cortnin quantitios of IOOIYhino sl:lUSSlod bY Koreans 

1voro eo tzod, t ho total quantitY being about 1 112 

kg. Tho tigur os oro incomplete. 
A morphine solzuro was reported by th~ sovlot 

nuthort ttoa lnvolvln!l a large numbOr of Jnpanoso 

tn Vladivostok. 
Tho Japenoso rcproscntattvo reported 

(from 

t ho lll!nut os): 

"ThiS C;:\&0 bad rce<>iVOII fii!Ch publiCitY at tho 

bo r ca:l!lborod t!V\t L.., 
timo . It should , houevor, 

Rop0bliC5 tho courts 
tho Union ot sovtot SocialiSt 

Pol ley or tho covcrnrnont Md thO 
rotlocted thO • 
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vor<llct 'IIU8 orton a roregono conclusion. Ono o.r 

tho subJects or tho Soviet authorities was to rid 

Vladivostok or tho Japanese , and cnsoa l ike tho 

nbovo ~oro ocro protoxts to ochiovo t~t purpose. 

As a Japanese Consulrr oroployoo ~as involved 

in tho case , tho Japanese authorities bod mado 

enquiries but md r~.1lod to discover ovidonco or 

h18 conpliclty. Oiplo~~tic representations bod 

boon ondo in vain . -I bOnrd or a similar case ln Ltoscow in 1932. 

A Korean guide, who~ tho Soviet authorities sus­
pected or supplYing secret tnro~tlon to Japanese 

and other tourists, had been crrost od tor opiuo 

tro!ttcking. The prisonor•s witc - a Russian - M.d 

artornn.r<IS tntomod Japanese investigators that e 

tnml< contalnlng opium hnd boon loft tor her husband 

vlh1lo ho IYr.s absent . Tho pollee had them cnllo<l , 

roun<l tho tnml< and arrested tho guide . ThO 

Japanoao Embassy had boon informed bY tho soviet 

authOrities thnt the prisoner vtns being doporto<l 

to Jaron, but it wos letcr nnn~uncod tbot he bod 

dlod bo!orc roncblng Pogrnnlcbnnya. • 

4. Heroin 

Heroin soizuros wcro roport od trotl t !IO United 

Stat es or America; canada, United Kingdom, ~~nco, 
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Egypt, TU:rl<OY, Hong Kong and China· 

The pr tncipnl mPrkets !~r 1111cit bOroin 

. r ocain tho United Stntc.s or AnOrica :u~d ch1nl\ . The 

largest heroin seizures 1n the unttod States wore 

on the Atl~.ntic coast , oainlY ot No11 York . Se izures 

,tore otroctcd in every pnrt of continental Uhlto<l 

states . Tlto le.rgost seizure was ono ln NOll York or 

13 kg. Thio was round tn thrco suttcasoa bolonglng 

to s pnsaongor on tho S. S. NORI.!ANDIE. Thoro wore 

t11o sctzuros of aJ.lllost 10 kg. cru:h, ono offoctc<l in 

NC\7 York CitY M<l ~nc P.t Rouso• s Point , Not• York, 

both tnvolv int! heroin flhich IU<I been obtnino<l In 

f'nUICO · 
In Egypt thOro were 16 cnsos of IlliCit traffiC 

in heroin speciallY roportod as coQPC:od ~lth 14 ln 

1936. Tho quantitY 1nvolvo<l, hocrcvcr, was rar lOSS 

In 1937 than in tho provtous yoar ( 2 1/2 kS· ns 

com))l'.r Od with 10 kg.). Tho largest qwmtltY sctz.od 

ot one timo 
11

as 744 grrumnes . ln no caso w~a tho 

origin ln<llcatod and In most c~soo It was stntod to 

bO 1Ull<nOWTI• 
Chinn IU\8 so rer spcci:UlY roportoc! 19 cnsco or 

bOre ln e< lzurc3 r r.r 1937 1n 10hich tort.ISJIOrB wore 

1111Pl1CI\tc<l• TllO trd!ICl<OI"S 1101"0 unu.-'.llY Japoli<OO 
'Ja8 ti.IT' •tod nt 

e>r Koreans . ono !scrlc:lll woman -
AnYMS with 4 ke· 1n her suitcases. tiUCOrous 

d 
ChinOSO rolllmYS• 

horoln seizures wero ma o on · -o- sotzod in uong KenS 1n 
Tttonty-sovon kg. " • v 
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Jlll\UIU"Y 1n baggage belonging t o ono J npanoso and 

ono Ch1noso, both or !IIY.>I!l ca.ox trom Tientsin. 

Heroin uas seized In connection with throe or 

thO clandestine laboratories discovered In Turkey, 

Frnnco mndo special reports on sovon casas , stx nt 

P~r!s and one at ~so!llcs . In ell or thoso tho 

origin wns r epor ted as bolng unkn01·m . 

Thoro 11orc also a number of heroin so izuros In 

tho Shanghai lnternat!oru>.l Sottlomont . Tho total 

lll:\Ount seized <laB about 4 1/2 kg . 

s. ~'!£ 

Cocaine seizures r:cro speciallY reported rro:::~ 

tho United States of Ar.crlca, F~o, India, Burna, 

Uruguny, s lru:~, Hong Kong and China. 

In tho United States thoro woro tour cases. 

Tho qunntitios Involved wore vary srnnll. Since 

Mny 1937 no cocntno seizures ~vo boon roportod tn 

In<11~. proper . Japnn w~.s f ormcrly tho s •urco of 

conoldoroblo cocaine traffic t? Ind1n. Throe cases 

wore reported In tho first tlvo mnnt hS or 1937, all 

In Calcutta, tho total Qll2.nt1t;, seized amounting to 

nearlY 11 k~. In all threo cnsc:~ tho cocnlno tr:J.S 

brought to India on sh!pe com1113 tree Far Et.stcm 

porta. 8ot'<!ccn 9 and 10 kg . bore the "FUJttsuru" 

brand lobGl. In R:mgoon thOro 11oro two CMOS, ono 

In April nnd one 1n JulY, 10 1/2 kg. woro ocl zed 

11h!ch bore tho "FUJitsuru" label nnd thooo of thO 

• ·518 

Hoshi Pbar:ncouticnl Coapcny, Jp~. No solzuros 

11ero reported from Singapore. OnlY one CIUIO Wl\8 

reported fi'OEI China Involving 200 ~s or cocaine~. 

This \7118 so!zod r.t Chctoo. Frnnco r eported 4 

seizures, tim nt ~rsolllcs , ono In PMis , Md ono 

at Rainey; Involving 1n all ~ little ovor 1 kg~ 
uruguny roporto<! ono &ol.Z'J-rc or 2 kg . (gross wo!ght ) 

in August. This cocnino hn<! bocn snuggled rrom Brazil . 

Ono solzura rms made in Hong Kong or no'U'lY S kg. 

bo!U'Ine: tho label or tho Hoshi ?harMccut !col COillj)flllY , 

TokYo. 

6 . Indlnn ~ 

Solzuros or In<!lnn hCllll> and Indian hol:lp drugs 

wore reported from tho united St~tos or Ame;ica, 

Cnna<!n, tho United J(!ngdoo, Fr:lnCO, 11\lngl\ry, Turkey, 

E:gypt; Chinn nnd Portuguese India . 

As rognrds tho United States tho traffic is 

ho~vy but ron seizure c~.ses aro of lntomnt!oMl 

slgnlticnnco. Al~h~ugh under no t r eaty obllgntlon 

to r eport cAnnRbis seizures: tho Anertcan oovern.~nt 
has reported a nlltlbor vb!cb wore cr tntomntlonal 

Interest. Illicit tratttc in h.'!.Shish ws 04 Wlll4l 
proV1\lont in E:gypt, thO quantity epociRllY ropc>rto<l 

aa ao!zcd 'U:IOUnttng to 92 l/2 kg. ThOro wore 23 

I'O
"""ted ' as coCI)!'.rod 11i th 19 cr.Ges nnd 

cases thus """ 
Tho resb!sb cru:lO ol thor rrom 

47 kg. last yonr. 
- In IndiO. It ml~t Syria or Pnlestino or rrom po,.s 
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bo mentioned, h~cver, that tho quant1t1oa rrom 
India 'II'Oro tndlvldually small. TUrkoy roported 12 

caaos totalling about 52 kg, , an 1ncronao over 

last yoar . 

Ono solzuro or 15 1/2 kg. was spoctally 

roportod from Syria. This hll.ehlsh was dosttncd ror 

Egypt . 3 1/2 kg . v1cro seized In Hungo.ry, It was 

probably or Bulgo.rlan origin. Small eotzuros or 

marihuana wor e reported !rom Canada and one eo tzurc 

or olght packets or lk1Sh1sh at ~~otllos by tho 

French Oovornment . 

7 . Narcotic .!l!:!!!!; Pills 

Seizures or narcotic drug pills woro reported 

!rom tho United States or AmOrtca, Cnnnda, lola.cao , 

an<l Chinn. 

In tho Unlto<l States there was ono solzuro In 
Now York or 9741 heroin pills In connect ion IYith 

tho <llscovory or a heroin pill ractory. Heroin 

Pills rroro also seized at Chicago and snn Antonio, 

while morphine pills woro solzod at Boston: Now 

York and San Francisco. Thoro voro eight solzuros 

or Ch1noso medicinal pills roporto<l; t11'0 or vhlch 

occurred In San Fr?.nclsco, two at Chicago, and tho 
roat at llcr.u>hls, Dotrolt , l1aah1ngton an<l Scnttlo . 

Tho Chlncso Government r oporto<l tho sotzuros or 

about 11 kg. and 10, 000 pills during tho first stx 

months by tho Railway authorltlos. Throo othor 

seizures woro reported involving 3400 heroin pills 

and 1 1/2 kg. or ro<l pi lls at Lapps and 534 gramos 

or morphine pills at Choroo. Two pill ractorlos 

wore dlscovorod tn the International Sottlomont at 
Shanghai 1n }.!arCh, w!Xln about 10 kg. or pills woro 

selzod. ThOro woro 12 Chinese arrested tor condHct­

tng p111 dons and 48 t or smoking pills. Forty. or 

these woro convicted an<l twenty wore <11sch8rgod. 

Tho sontoncos tn the c~so or conductors ransod 

botwoon rtvo and rtrtccn years• 1mprlsonoont and 

sookore or pills wore scntonc~d to various torms or 

tmprlaonoont ranging rro:o 18 conthS to 15 yoars . 

8 . clan<lcstlne v.anutacturo 

Thoro havo boon no reports or any clandostlno 

manufacture dlscovorcd artor August . Tho Illicit 
creel botwoon J~nuarY laboratortos roporto<l as dlscov 

1 and Sopto~bor 1 wore two tn the Jntornatlonal 
Sottlomont: Sh2.ngh81 (pill ractorios ), six tn Turl<OY, 

or America (Nov York -on<l one tn thO United States 

pill t actnry) . 

round 1n ,tprll 
A srell illicit laboratorY trnB 

S::Jall quanti t los or ~rr>hlno 
1937 at Istanbul. zed AnOther 

• r.nc! raw opium \tOTO sol . 
boSO, heroin, klns tor abOUt 

.~1 h had !>COD wor 
on a lnrgor scnlo ... c t •Mu 

t Istanbul n ~· 
thS wns c!ISCOVOr Oc! a ntno mon 
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16 kg. or mrphinc baSe c.nd 3IY1 kg. or opium woro 

sotzod. Sttll llllOthcr whiCh hnd been 1n oxtstonco 

tor two years ues rddcd In 11:\Y nt Prlnktpo, Prtncc•s 

Island , 19 kg. or morphine baSo nnd Vl\I'Ioua quanti­

tics of acetic ac id and other Ingredients, together 

with factory oqutprncnt , wore solzod. In J1mo n 

clnndostlno laboratory vms dlscovorod nt Thornpla, 

&oaphOrus, when 1 kg. or morphine bnso, 10 kg. or a 

miXture or morphine and animal clv\rconl, 11~ _ 

liquid containing heroin wore solzcd In nddltlon.to 

chemlcr~ apparatus l'.lld chcmlct\ls . In Juno also a 

horoln tlalll.ICncturtng laboratory wns round nt 

Yochllkeuy, l:lt..'mllul, ohen 20 kg. or row opl111:1, 1 kg. 

ot morphine , and 1 kg. or d !luted CIOrphlno voro 

seized. In August a clnndcstlno lnborntory vas dis­

covered oorklng at throe di!toront ~ddrossoa . 

Invostigntlon showed thnt tho gnng cnrrlod on 

olnndostlno m.~utacturc In s~.11 qunntltlos , subse­

quently disposing of their goods In tho local market . 

A very snell qU?.ntity of heroin, together with 

mntorlnl and cqulpD:>nt , \fM solzod. 

ShAnghai (Intcrn>.tlonal eottlnmont) 

'1'17o Pill factories vcro discovered tn lolarCh end 

about 10 kg. or pills sotzod. The Sllang)la l wntclpal 

Council reported thttt clandosttno IMJlutncturo on a 

lo.rgo scalo has pract1cnlly censod. ThO motbOds used 

now oro mostly prtnitlvo: tho pill s being hrun<l-rcllod • 

Thcso srnll factories ll!OVe :onstantly !rom plnco 

to place to avoid discovery. 

United States 2! Acortca 
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The Qovornment or the United States reported 

tho discovery of a heroin pill factory at Now York 

In w1rch. This rnctory was run bY Chlnoso In two 

Chtnoso laundries . 9741 heroin pills wore solzod 

together with a smnll quantity or proparod opium and 

oross and tho material and equipment nocossary tor 

tho manutncturo or the ptll8. 
In regard to the 5 ttuntlon concerning clandcsttno 

manufacture In China north and south ot tho Oroat 

Wall thOro oro no orrlclal reports. ThO st~.toocnts 

made In tho Advisory Cor;Jllittee et tho Twenty- second 

Session (May-June 1937) and tnro~tlon turnlshod by 

Oovornmonts in rogt>.rd to tho origin or drugs so!zod 

In tho IlliCit trnrtlc In 1~7 rurnlsh ovldcnco or 

tho t act thnt clnndcstlne mrunutncturo Is continuing 

In thoso orca s and that t ho sl tu:!.tlon roJ!ll\1118 

t In this connection attention 
serious In this rospec • · 
Is drawn to thO tnronMtton contained In thO nnnual 

roport by tho aovcnuoont or China tor 1936 nbOUt 
or narcotics dlecoJOrod 

casos ot Illicit mnnutacture 
d 69 casoe or Illicit 

during thO yo:u-• which shO'>O 

In China bOtlfOCil thO yangtazc l\lld thO 
manuf ncturo 
Croat Wall, Involving l75 ·porsons. 
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Prices 2!. ~ rn tho Illicit Tratrtc 

The Advisory Comittco, 1n its report t o the 

council on the work or its 22nd session, suggostoct 

thnt , ~lng to tho wide variations In local circum­

ste~coe , dot~ilcd statistlcnl information ~ith 

regard to prices is or little uoo for tho purposes 

or establtsh~ng comparisons botwoon dttroront regions 

or tho world , and It wcs docided that Oovornmcnts: 

in submitt ing their rep~rts , should be asked t o con­

voy their considered ~pinions on tho s tgnlticanco or 
t ho prices reported and en tho cone lus tons to bO 

clrawn rron them. 

A number of Govcrnocnts complloc! with this 

suggestion. The inforr:ntion rurntshcd In respect or 

certain countries "hero illicit trAtrlc ts a serious 

problem is summari zed bcl~v. 

~ States 2!. America 

RAw opium prices In tho I l licit m.~rkot under­

wont only n Slight increase in 1937. 

Tho price of prepared opium In tho Illicit 

traffic on the Pacific Coast underwent a slight 

docroaso In the earlY pert or 1937 roll0111ns the 

eettlcamt or a strtko or Amorican soemer and 

lltovedores . These prices remained ratrlY constant 

until tho outbreak or Sino-Japanqso ~ostll1t tos, 

vmon they began to rise steadily. By tho ond or 

December 1937 tho price or proparod opium had moro 

) 

than doubled tn certain sections ot tho Pacif ic 

coast Area. In thO Atl:llltic Coast Area tho price of 

proporod opiUIII \lMorwent little chl'.nt;e, with tho 

exception or a brief period in the sur.r.or ond autum 

ot 1937 when i t rose about 2$. This was bOliovod 

to hnvc boon duo directlY t o largo seizures or pr~­

pnrod opium otrccted shortly before . Tho rnct that 

prices on tho Atlantic Coast have varied but l ittle 

would tndlcnto t~~t thoro is no dccroaso In tho 

supplY nvallnblo in China. 
Tho price of morphine 1n tho illicit trattlc 

remained about thO same as in 1936 1n tho Atlantic 

coast P.nd North c;Gntr:ll Areas , with a slight Increase 

In tho sout h CtntrP.l = ~ a mrt:cd rteo 1n tho 

Pncltlc ca-~t Area ro11~1ins the outbreak or h~tlll-

tics In tho Far East . 
Tho prtco or heroin in tho Ill icit tr~ttic wns 

rnlrlY constant In the Nor th Atlantic const and 

Pac trie coast Arcus: but In tho s:uth AtlMtlc Coast 

Mel south ContrP.l Areas there was an npproclabl.o 

lncronso . It 'ms evtctont th".t ti\Orc w~e "t t IIJOS an 

acute shortage in t ho illicit trnrrtc ctospltc heavy 
In pr!CO oro attribUted 

nc!ultorntton. Til(; rl\1Ctu2.tlons 
t o tho rroquont seizures crrectod and tho orrcst or 

important 8J11U8glcre and <IISt':tbutors. 
Tho crone! or prices 1n tho ttholcsalo ill icit 

trotr lc an<! other c trcunst>.nccs during ctto tlrst 
1937 tndiCRtOd thnt thO 

halt ot tho calendar ycnr 
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Clomanda ot tho 1111c1t trn.tt1c conttnuoel to bo mot . 

H~ovor, t ollowtng the outbreak or hosttltttos 1n 

thO Far East 1n tho autumn or 1!X37, rrtcoa or 

IU'.rcotic drugs , principally those or prope.rc<! 

optum, roao approctably, particularly In tho Pncttlc 

Coast Aroa, ana thoro was tnellcntlon, tor a tlma at 

least , thAt proparod opi um Mel ot11or Orugs wero being 

t r ansportoa to the Pactrtc Const across tho continent 

trom No1v York City. Subsequent to aovornl largo 

solzuroa 'l! pr epared opium Md horo tn In tho Atlnntlc 

Coast Area , thoro appeared to be , In thnt area, a 

noticeable shortage ot those QrugB In tho Illicit 

trnttlc aceoDP9.DI C<I by h1&hor prteos. 

CannO:l 

The CmJ."'.CIIM advance report statos that In 

Yont roal, as in 1936, no r ol1ab1o prteos wore obtntn­

ablo owtns to extreme shor tage. 

At Toronto the pr teo or heroin, hoavlly aOul ter­

atoa , incronsoa 1n 1937. Tho price at tho ona or 

1936 ~ fr om $1. 25 to $1. 50 por 3-gra!n capau1o, as 

comparoa wtth prices or $1 t o $2 per 3-graln capsule 

In 1937. Coentno, which 1n 1936 1MB sola at !rom 

$70 to $100 per oz ., 'IT'..S not sola at all 1n 1937. 

ThO price or SJJOkl11g opilll:l por Clock roma!no<l thO saJ:JO . 

At Wtnnlpeg, as :lt tho end 'lf 1937, no drugS 

woro obtainable except horotn , tho prtco ot wll!ch 

rnngoO botueon $60 to $100 per oz . as comp~rca with 
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$80 to $150 per oz . tn 1!X36. The heroin was heavily 

aau1torntoa. 
At vancouver tho prtce ot morphine, trhich vas 

$2 per groin In the porto<l J•.nuary to 1!1\Y, tncroasoel 

to $3 per gra in tn t ho per!oO Juno to Docollll>or . 

Tho prico o f srnoktng oplun tncroaseel 'from $195 

per 5- t r.o1 tin tn January t o $360 por 6-tnol tin in 

August. Thta conatltutea wh2.t ts bo11ovoo to bo n 

worlO rocor<! pr~co . Prices toll agnln t oflarCIO tho 

enel ot tho yoar . 

F'rf!.nco 

ThO French a~vence st-"'.to:::cnt noto<l a slight 

1n tho prices or drugs on the i ll icit aarkot, 
lncroaso 

tl In all probability, which was r cgarOccl as ren ee ng, . 

an au-round tncreasc In tho v<!lUO of G"o<IS . 

s yria ~ Lebanon 

, ,, aucoO hnahtoh or in!orlor Tho prtco or locnl._ pro 
M7 wgocl rroM rroncs 200 

qualitY nt Bolrut ctur!ng l "" r 
00 111 th frt'J\CB 150 to 

t o trnnco 300 per kll · as compar 

1 1936 Tho prlco or locallY 
trance 170 per kg. n · ranso<1 trOll frfiDCS 
pro<lucoel hn8h1Sh ot good qu."'.llty 

an<l or Turtdsh mah!&h 
500 t o trance 600 per kg. • 

rrancs ?00 eo rnncs 1000 pea kG• 
tram heShtsh was subjoct t o fluctuation 

Tho prtco of -A!'u tncron!loO 
IJ!!PCII"W It sto .... ..-

owing t o sco.roltY ot . thO 
uros won bY 

as a r esult or tho sovcro ocas 
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~uthoritios to prevent the I llicit cUltivation or 

Indian hBDtP· 

Tho prico or opiw rcna1ncd stoti onary as com­

~od wit~ 1936, notTlithstondtng tho devaluation or 

tho franc, ol'ltng t o very l~~rgo 1111cit 1DtPOrts trom 

Turkey. Tho prico ranged from frnncs 200 to francs 

220 per kg. 

Nethor~nds Indies 

Tho wholes~o prices ruling in the Illicit 

trnf!tc in tho chief cantors varied between Fl. 100 

:md Fl. 340 per kg. for nm cpiU!:I ns co::ll)llrod with 

prices varying bot>!e~n Fl. 130 and Fl. 330 tn 1936. 

Tho prices or prepared opium v~ricd between Fl . 135 

and n . 640 per kg . in 193'7; as comp:u'Cd with prices 

vo.rying from Fl. 250 to Fl . 570 por kg. in 1936. 

Tho r ot n11 prices of hero in vnriod bot11ecn n . 

4000 nnd Fl. 5000 per kg . Heroin inJoct iens cost 

from 10 to 20 cents , the drug being nonrly olvmys 

~dmlnlstored mixed with other substances. In 1936 

tho ot~thorttlcs wore alnrmcd by tho rnct tMt 

morphine inJoctlons coUld be obtn1no<1 nt prices 

wrying from 2 to 20 cents: 

Shanghai lnUmatio~l SottloMOnt 

Tho wholesale. and rotan prices ruling In the 

illicit traffic during thO first olellt ll'.Ont<tS or thO 

yoor woro approximately thO anmo ns thoeo ~ovalont 

• 
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1n tho previous ye~.r . Fr0t1 AUSUS t o!l\l"'.rds, h017ovor, 

as a result o r tho hostilities , prices t or opium 

and other norcetic drugS rose to an unprocodontod 

hif!)\ 1ovel. Thus , tho ma.xi= price of Sz9ChUon 

raw opium, whiCh 1n 1936 amounted to $3.80 per oz., 

rose to $4 In August 1937 rJld to Sl5 por oz. In 

oocombor 1937. Tho mr~1~ prtco or Y~n row 

opium, which in 1936 wns $3.20 por oz . , hlld rison 

to $13 per oz . by tllo end or 1937. Tho pr1c~ or 

hcrf>tn, "htch In 1936 ranged rrotl $25 por oz . to $30 

per oz., varied In DoccDlllor 1937 between $70 nnd $90 

per oz. 

~noral Obscrvat1or.s .!!! ~ ~ ~ Illicit 
Trnrr1c in 1937. 

A study or tho information as ro~s tho 

nl1clt trntrlc 1n 1937 nvallablo t~ tl\0 Sub-Com1ttoo 

suggests tho r ono•.11ns obscrvo.ttons • 
Thoro IB ovidonco of chaiii:OS In tho 1111c1t 

tra!f1C 1n rollf'I"d to tts sources nne! chMIIOlS !llld 

also as regards tho orugs avail.nblO to or proror rcd 

bY tho addict . Although there nrc slanD "~ docronoo 

in thO vol~ or Illicit ~;rattle In cort.".ln pl'.rts or 

thO world, notnblY tho United Str.tGS or A:IOJ"Icn on<! 
··-•ortunatelY no dottnlto sl£05 or 

Cnnada, thOro r.rc w~ 
nn nbntomont of thO trnrtte olsCIIherc• 

ThO Fnr Enst, pare especiallY Chin~ north 1\nd 
. t an ovor-tnereosln& 

anuth of thO oroat ilall, appe:u-s o 
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extent t o bO the principe.l source an<1 contor ot tho 

llllclt trattlc In both oplua nnd ranutncturod 

drugS, Iran!nn (Persi~n) oplua ontorlng tho illicit 

tl'l'.fflc through Ch:lnl\. 

Important sources :tnd contc.rs o r llliclt tratt!c 

o.ro ~.lao to bo round l n tho Bnll<lln 'countries; tho 

trnf tlc paosine; to tho Uni tod States of /lll!orica pro­

b~blY through France. Tho conti nued discovery in 

Turkey or clandestine ostablishmonta t or tho manu­
facture or 1rugs is nn indication that to some oxtont 

thO 1111clt trr.!tic obt'tins supplies !rom th:\t country. 

Japan continuoo to supply drugs to tho 1111c1t 

trnftickor 1n Canada and tho United Stntos or ~~rica . 

By tar t)!o greatest proJX>rtion ot the raw opium 

solzod 1n tho 1111c1t traffic l s or Iranian and 

Chlnoso origin . Chinese r ow opium is nlmost never 

r ound in tho illicit traffic outside or tho Fnr Eest . 

In other words almost all rnw oplum eoizod outside 

ot tho Far East c0100s from Iran: but uauolly through 

Chinn. In tho Fnr ~ast itsol! Iranian and Chinese 

opium soom to bo co~ting In tho Illicit trattic 

on fairly oven toms. 
All GV!donco !JlCS to shm tint tho origin of 

thO propnrod opiua ~lch suppllco thu illicit 

trsrric IS China or ports on tho Chtnn coast . 

As to tho 1111c1t tratrlc in narcotic drUgs; 
her oin appears t o become coro and moro tho ravorlto 

drug or addiction. Cocaine scorns t o have l ost a 
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grGnt rJW1Y o r its rorltCts . To a cort.'\in oxtont 

cocntno clllllllS11ng continues 1n cor tn1n Control 

EurOpean countries and tbore 1s stlll a serious 

tratt1c i n coca1r.e tnto India, altbougb ln ~7 
bOth tho numbor or seizureS and thO quAntitY solzod 

aro considerably loss then in previous years . 

AS in pr evious years gonuino }Sbols or l!consod 

manuracturors hnvo very rt'XOlY boon rounO In . thO 

i lliCit traf fiC, With thO 6XCaption, hOWOVOr, or 

labels of Japanese manutacturors which aro still 

mot with although to a decreasing oxtont . 

Clandast inc manufacturers do not uso 1Sb01S. 
Althouglt it IS !JllpOSSiblS to stato thnt lll!Cit 

trntf1c In general is dtm.ntshing, there arc cortaln 

tacts which may be noted with satisfaction. Llconsod 

msnutacturo and tho 1swtul tnte:natlonal trade con­

tinue to be strictlY controlled, tho escape or manu­
factured narcotic drUgs tnto the llliqlt trstt tc 

trom thoso sources being norr.ldQYB almOst Insignifi­

cant . lntornntlo~l cooperation tor the suppress ion 

ot thO Illicit trartic Is developing yonr bY yonr. 

Pollee sorvices tn tho principal countries arroctod 

by tho IlliCit traffiC arB In cloSO touch wit~ ono -A Advisory eo;mUttoo Is rocolvlns. with 
another. ..~ I:J&art<ld 000pcmtlon of 
t ow oxcoptiOl'IS. the {.'hOis- • 

sul
t that Its tnton:llltlon, 

Governments w1 th the re r success 1n Its oorl<, 
whiCh is thO nocessr.I'Y basts or . 

coou>l.CtO• It onould bO 
is bOcominS more and mor e 
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a<1<1od thl>t Governments show a grntity1ng Willingness 

not onlY t o supply 1n!ormt1on but P.lao t o o.4'lpt 

t ho Advisory Committee•s suggestions as regarc1s 

mensuros desi(;ll0c1 to lmprovo contr ol 111'\d to 

frustrate the activities ot the illicit t rafficker . 

On tho other bane! , one country (Pore in), Ylhich is 

ono or the principal suppliers or r em op ium, still 

rans to r olloo;T out the eXPort nnc1 1mport cortiticatc 

system, \71th thO r esult thnt largo QUMt1t1os ot rnl'l 

opium continue to be made available to tho illicit 

trorric . 

Three specially roJ)'lrtOd cases 11oro noted in 

which raw opium ~.nd rorphinc base (crudo a;orphinc) 

had boon seized while it vas being illce:ally trans­

ported t~ rrrunce trom Yugoslavia. In viow ot the 

numerous cases , not yet reported by tho Yugcslav 

or othor authorities, but tnrormation ln rognrd to 

Which hld roached tho Sub-CoMnittoo and indicated 

a disconcerting and apparently continued increaso 

in tho movement llt raw opium, morphine baso , m~rphinc 

nno heroin !rom Yugoslavia to Franco and to ItalY, 

tho Sub-Co~tteo welcomod t~o attondonco at ono ot 

its lstor .uletings ot tho roprosontativo ot Yugoslavia, 

who submitted in!omation concerning soco or these 

cnsos anc1 Who undertook t o procure turthor intorma­

tion. Tho 1111c1t tro~rtc situation in Yugoslavia 

is such as to Justify serious misgivings, and it is 

hoped that effec tive measures to roproee this t rond 
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in the i llicit traffic will soon be ta~en . The 

representetl ve or Yugoslavia steted that legislation 

tn that country, present and proposed, is de&lgned 

to prevent onc1 to suppress Illicit tratrtc and 

clandestine manufacture in Yugoslavia. 

MEASURES DESI(lNEIJ •ro CO~'BAT THF. IU..ICIT TRAFFIC 

The Sub- Committee noted with interest the 

replies or Governments to the suggestions or the 

Opium Advisory Comnittee concerning measures to pre­

vent the uce or ocean-going vesselS tor i llicit 

trerflc 1n narcotic drU~ · This is taken to 1nc1i-

b GovernQBnt a with the 
cate substantial agreeoent Y 
general principles advanced by the Co~ltteo In 

this connection. 
Information presented to the Sub-Committee lndt-

catea that studY ts being devoted 1n several countries 
b chemical or phYeloal 

to the pr oblem of tdenttry!ng Y 
urae eure or opium and 

examination the place of man 
1 tho illicit traftio. 

coca lea! cterivatlves round n 
The matter ts receiving attention tn Jepan, the 

Great Britain and the 
NetherlandS, Belgium, rrance, 

United States or America. 

(From tho utnutes) 

111111 poseiblo to 
u. AJMV (Japan) asked Y!ltether 1t 

• 
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trace the origin or a specirtc narcotic <trog by 

some rom or chemical analysts . 

Tho CI'.AIIC!AN referred tho Japanoso representa­

tive to tho r eply given at the Sub-Comrnittee•s third 

meeting by 1.!. Einthoven to a similar question ashd 
by ur. Anelinger. 

Mr . AIISLINGER (U.S.A. } added that morph ine 

seized recently on the Pacific Coaat or tho United 

States or America had been identified ao 'Cotton 

Uorphina" a distinct variety Which came !rom Japan. 

The French representative r eported that tho 

methods adopted by the traffickers wore becoming 

increasingly ingenious. ThP toll~ine was a typical 

case. On Doco:nbor 30th intorr.-ation liM recetvod 

that a vessel arr iving at Marseilles lmd opium con­

cealed on board. Not hing was discovorod among the 

cargo which consisted of cases or tomatoes, nougat, 

etc., until a cnsc was sawod o~en and opium, totalling 

40 kg . , was found to be contained in hollow boards, 

the ends or 10hich were carefUlly covered with laths 

glued down to p~ovcnt detection. 

In another cane, an explosion lod to the dis­
covery ~hat a man, tn Paris, who was bel1ovc:l to be 
importing floor polish (or supposed C&cohaslavAk 

origin}, was actually trafficking 1n heroin and 

morphine, which ho dissolved in beeswax. 
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ThO raprasan~tiva a! F~J!CO rOp'rtOd that 

An60lo (Jerry tho LUg) IanOosco, recently deported 

tr<X:t llavann rJlO noo 1n Sing Sing Prison on I\ pe.rela 

v1ol:lt ion, hnd tOken pe.rt tn a transaction 1n Po.ria 

involving 4- tons or rm1 np1m:! coming trom tho firm 

ot Taranto tn TurkeY and imported into F'ro.nco by 

a licensed rtrm through its ~ant JACQUES GABBAI . 

~~ong tho many activities of Inndosco in Europa is 

ono ty~!ettlt ·s c hj,S ~thocls . He and Gabbai 110nt to 

sortn, Bulgnrir., and at tho pc1nt ~r a revolver 
rorced the director or :l dru& !ira to complete e 

trnnsaction. 
Tho si tu."\t ion at Havre Jpving bOon br~ught to 

tho roro by seizures offect6~ in the UniteO S~"\toa 

of ,\mOrica rroo too cro<tS or chips Which IUIO cleared 
tram thnt port, tl\0 reprcsenw.tivc or rranco str.tad 

thnt conatdarntton would be ctven 1n thnt country to 

tho posoib1ltty nr intensifying the aurvo1llanco 

exorctaad t o prevent ships ' pcrs~nnol from procur­
ing drugs rer saucg! tng purposes , parttculPrlY at 

llavra and athor ports where drU!:S appcarcd to bO 

illicitlY offered ar.d sold to sailoro and shiP 

stellards. 

"Jlth regard to sJ!Il&Sl1n& troa> f'rruJ:O to thO 

Un1ta0 States ~r l~~:~<.orica, thO tollOitin& 1a a 

record ot tho mtnutas: 
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"l.!r. AllSLitXlER (U.S.A. ) askoc! ll. Corby Whotber 

hO coulc! glvo any information as to tho P 
recautlons 

taken in the case or t ho French vocscls sailing to 

the llnltoc! States (in particular tho "Parts• an<! 

tho "Noman<lio") to IVhich Document o.c.s. 313 (n) 

rctorrcc!. 

1.1. CORBY (Franco) said thoro vrns actually a 

triple tor m ot control - by tho administrative 

J)Ollco , tho judicial police, an~ tho Customs authori­

tloo . l t a tr~tfickor lett a country whore ho was 

known to tho POlice !or Franco, t ho French POl lee 

woro intonnca. Tra!tickors usually bookoc! roo~re 

in hotels ln the-ir own nemc; an<! that gavo the POllee 

an ac!dlt1on3l form ot control . It U3a lmposoiblc: 

howovor, to search largo QUantities ct cargo; and 

that was 11haro tho services or tho lntormor had to 
bo onllsto<l . 

Tho CHAIR!.IAN (Lir. Fuller, U.S. A. ) thought M. 

Corby had not QUite roali zed tho pur port or l.!r . 

Analingor•s question ur Ansli • · n(lXlr Wll8 r eferring 
to seaman on French vessels, not to passengers . 

Yhat woro tho st ops ta~cn to prevent French anc! 

toroign seamen from carY¥1no; drullll en Shi J)S going 
to America? 

!4. 90URoois (France) answoroc! tha"t no special 
stope wore taken Th • ere were ot course POllee 
ottlctals on board· b t ' u thoro was no spacial supcr -

v1s1on at Shipe . Tho personal rospons1btl1ty ot tho 
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captain - he spoke es a naval otficcr IVith twenty 

yoars • cxpert(.ncc - wns or 11 ttlo usc 1n such cases . 

Tho most orrocttvc assistance was providcc! by 

intonr.ors. Ho would, h017cvor , tnronu his Govtrnmont 

ot the suggootions contained tn the Socrctar1nt•s 

noto as 1'10 11 na or the Japa.noso communication. 

Colonel SIIAR!.!AN (Co.neda) sn ld thoro had boon 

a numhor or cases i n Cc.nnda involving mombors or 

French crows. l!o h.'\c! cross- cxaJ!Iine<2 a stc"arc! and 

an ot ttcor whom 1 t lv\d been possible to arrest 

because or the amtour ish way !n tlhich they caught 

to dispose or tho 1rogs they 11orc Cl'.rry1ng. Thoy 

tol<l hlm they '"Ore co=Mtly being sol!c!tod ln 

Havre t o carry drugs to ~.mcrica . llould it not be 

advisable to employ station pollee agents 1n Havre 

as a mo:ms or obtaining mor e !ntor!lllltlon than was 

to bo had by supervis ion on board ship? 

M. BOUROOIS (Franco) said ho t70Uld dravr atten­

t ion to" tho incroaso 1n tho Pavro <!rug trAltic in 

his report . Ho was certain tho nuthorl tlos would 

net on his rocomnonc!nttons . l!e a!;I'Cod t!Uit tho 

stat ioning or pollee Q&CiltS in 11avro mil!l!t bo usotul. 

&IT. Al:SLII«l!:R (U.S.A. ) as!<od trhothcr ll. Corby 

know the origin ot all the bd-otn llltleh 111\B botns 

sent to 11.'\vro. 
II. CORBY (FranCo) could not say, though he 'IIS8 

practtcAlly cortnin 1t il!\8 not manutacturod tn rraneo . 

It mtlht como tram tho East ; but no ovldonco to that 
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crtoct hlld over been extracted from prisoners. It 

WU8 astonishing how secretive t~1tlckcrs or both 
OOXCS COUld bo . 

Tho CHAIRIJAN asked whether lli1Y more clnndostlnc 
rnctorlos had been ells covered since tho St. Honora 
case. 

u. CORBY (Franco) did not know or lli1Y. llo 

aeldod that he had obtained certain 1ntormatton 

trom sleeping-car attondP~ts on tho Slmplon-Orlcnt 

Depress which seemed to Indicate thnt tho horoln 
camo rrom tho !:est. 

·ld. BOtJ\GOIS (Pnnco) pointed out tMt In the 

St. l!onor6 case tho heroin had boon manufactured 

trom morphine. The process or mnutacturo wns easy 

enough. It could be done in en ordinary kitchen. 

Tho morphine In this JXlrt1culo.r case probably came 
trom tho Eaat . 

In connection with M. Corby•s remarks , tho 

Cr~IRMAN mentioned tho case ot a nlooptng-car ntton­

dnnt •1ho hnel sot up as a hotel proprietor In 

Bolgnodo apparently on tho strength or his onrnlngs 

trom drugs smuggled In his slooplng-car. 

Colonel S!IARI.IAN (Cana<la) observed, with rorcr­

onco to tho dlttlculty lli)Dtloncd by 11. Corby or 
obtaining contosstons from prisoners , thllt 1n Canada 

tt.o throat or vory severo ponaltlos had boon found 
usotul . " .. 

• 
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(IUnutes - Dr. Hoo Ch1-Tsa1) 

•up to the outbreak or hostilities the tronel 

or the tra!tlc had remained much as in 1937; horotn 

had continued to enter Chlneee Govornn~nt territory 

rrom the Japanese Concession ot Tientsin, being 

brought In by rail or boat by Korean or Chinese 

peddlers. The rorelgn opium seized was mostly tram 

Macao. Since the outbreak ot hostilities, however, 

the Illicit consumption or manufactured narcotic 
drugs had greatly increased in territories under 

foreign military occupation. 

The report to be distributed bY the Chinese 

Ooverl1l'lllnt would tully substantiate the complaints 

made by the Chlnoso authori ties regarding the 
clandestine manufacture ot nsrcotlc drUgs In tho 

rormer Japanese Concession or Hankow. Reports to 

this etteot had boon denieel by the Japanese authori-
as evacuated in ties, but atter the Concession w 

1937 raids modo by the Chinese authorities conclusive­
illicit manufacture 1n ly proved the existence ot the 

question. • 

b His Excellency U. E:xcerpts !rom statement 'i . 

Delo""te to tbe Op1um Adv1BOrY AliAU, Japanese .,.... 

co111111 ttee: 

\. 
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•rt te needless to emphasize here that the 

determtnatton or ~ Government is firmlY set to 

suppress all the activities ot the clandestine 

trade In narcotic drugs In and out ot the country 

and that the authorities have r edoubled their 

ettorta tn order to achieve tanglblo results. 

Tho year 1937 has been particularlY marked by 

vartpus activities , on the one hand, the development 

ot the pollee acttvt ttes In arr est ing bands ot 

smugglers ; and, on the other hand, the etrongthentng 

ot tho measures or control or tho i llicit tratrtc 

ot narcotics , both or ~hlch I Shall doscrlbo In 
detail later 1n this report . 

As t o the rev~ston ot laws and regulations 

relating to the control or narcotic drugs wl th a 

view to providing heavier punishment to orrenders, 

I am In a position to report to you that the com­

petent Government departments , 1n eplto or the 

overwhelming Pressure or the work duo to tho prosont 

"Incident" have already appointed a spoclal Committee 
whose duty Is to gather the materials noceoeary tor 

this loglslatlon and prepare the text . In this 

connection our authorities express tho desir e or 

obta ininG the texts ot laws and regulations now in 

rorce in various countries Which have Instituted 
tho succoasrul control ot tho tratttc In narcotic 
druga . 

The Japtnese Customs authorities too wore koonly 
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aroused by the gravity ot tho situation and at 

tho roun1on of tho Diroctors or CuetoltS hold in 

ToJcyo In 1.1ay 1937 they agreed to tekc moat ortoctlvo 
measures. 

In tho annual reunion or tho local Governors 

In 1937, tho Ministor tor Homo Attatrs particulArlY 

omphaalzod tho importance or oxorcls1ng strtct con­

trol on tho trntric in narcotic drugs . This warning 

was ropontod also by tho !\UtjJOrit1.o,t:in the annual 

conroronco or tho Directors or pollco atratrs or tho 

protccturos of tho C?untry. 

All the so ~.c tlvt t1os will show plainly thllt 1n 

spito or tho difficult and co~llcate4 task Which 

the authorities have to taco 1n this !lght egftlnst 

the lllll'loss olomonta, they aro proparo4 to do their 

utmost to stii.'IIP out th1S lllcgel activity or thO 

trarrtckor s . 

During 1937: tho Japanese authorities havo 

established n closer cooperation 1n tho prcvontl~o 
work with tho authorities or various Oovornmonts. 

S1nco 1936, ~~e Japanese authorit ies hovo tncod 
a serious problem in the trcqwnt sotzurcs in rorolgn 

countriea or tho narcotic drugS 11111c11 • oro roportOd 
as having como trom Jopan. ThO authOrltloa 111&40 

lous 4lroetlone ln t horoush tnnst.!pttona tn var 
t supplY nnc1 ospoclftllY ordor to <lot oct tho source o 

tho leading t~tlckors tnvolvo4 ln tho smuggling 

Thoso ertorts rosultod in tho arrests transactions. 
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or certain tmport>\."lt groups or trntttckors <luring 

1~7. Ono or these bands or trntr1ckora vna com­

poood or cortnin lllCI!Ibcrs of tbo CJ"'\fG on tho shlps 

plying botwocn the ports or Japan and thoso or tho 

u. s. A. 'nlc other wns th..'\t or tho Holan ll.'lnl case. 

For thoso nrrcets our authorities oppr oclntod tho 

aid gtvon by tho American ~uthor1t1oe tor turntehtng 

us with valu.'lblo tntortll!!.t ton . Tho othor group was 

rolatod to ltccnscd drug dealers in Kobo and ln 

Osaka;" 

Tho sotzure reports oororc the SUI>-<:om:~1 ttce 

continued to indicate, 1n tho caso or so:no countries, 

tho tnsutrtctcncy or tho penalties provided tor 

1111c1t trP.!rtcking tn narcotic druga . Tho roprcsenU\­

tivo or J apan stntcd that a comnlttoe has n0\'1 boon 

sot U,p in thnt country to draft logtslntlon which 

~1t1l incronso tho sovor lty or penalties tor such 

nctivtttos and added that it is hopod to present a 

proposed law to the Diet in tho coning autu'!l!l or 

tJintor. Tho SUI>-<:ol!!lltttco h<>ard thnt this question 

is rocoivtng attention in Czechoslovnkio. ActivitY 

on tho part or the authorities appenro to ~vo been 

oxortod in H~Jr.Y, but thoso autborltic& soom to 

bo hampered b;~ tho tnsurttcioncy ot ponal101oo. 

Tho discussi ons in tho Sub-Commlttoo brought . 
out tho tact tha t ; in Yugosl avia nlso, ponal t i os tor 

. s::o 

illicit tratt1ck1ng nave boon so light that they 

nrc onttroly inadequate to act as deterrents . 'nlo 

Yugoslav roprosontetivo stated that consldorntton 

is being g1 von to proposals looking t011aro logtsla­

tion that would provide tor tho 1mpos1t1on or more 

sovoro ponalttos. He also said that moas11ros had 

boon put tnto rorco in l~'U'Ch, 1938, 17hich 1voro 

designed to provtdo mora adoquato control ot raw 

opium within tho country which is not in tho hands 

ot tho monopoly but in those ot privata prodUcers 

ond private doalors . 

DRUG ADDJCTI<J:< 

Reports indicated an tncronso in addiction In 

Franco, Tunlsln, Slrun, Czochoslovru<ia, Tho 

Netherlands Indios , Hong Kong a.rtd Manchukuo . . 
In tho Unttod States ot Amorice. Md In Canada, 

a constdornblo docre~so rms reported. 

(From tho lltnutos J 

Colonel SI!AR!!A!I (Csnada) bad, in giving ovldont<l 
Parllru:DDterY cor.ntttoo, mcprossod recently boforo e 0<1 

tho vtow tll!\t clrUg addiction tn Cruladl'. h'ld dceroM 
1ng the matter later in by about ~. \'Ilion discuss 

llr AnSllngor IUlcl tndo­lfashtngton ho IUld tound t lllt • 

ponclentlY roached tho snmo concl~ton • 

\. 
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I!IK:REASE IN USE OF WHITE DRUGS IN 
COUNTRY L!Aim'AJNlllG OPIUW SIO<ING IOIOPOLY 

(From tho W!nutos) 

Nothorlands I ndies 

11. OEI1lORGE (Nothcr lan<ls) <trow attention to 

thO growth In addi ction to 'thlto drugs , a dovolop­

mont which was causing the Nether lands authorit i es 

much anxiety, as It presented groator Ck'"Sors than 

tho v!co or opium-smoking. ll?.ny termer opium-smoking 

addicts woro turning to White <1rugll as choapor and 

mor o convon!ont to usc. !!Groin was allfiiYS taken In 

tho f orm or InJections . The number ot seizures, It 

would bo noted, r.ad also considerably tncror.so<l . 

Dr . HOO CHI-TSAI (China) <1rc11 tho Sub-Committcc 1s 

attention to the connection botwoon tho oxistcnco of 

nn opium monopoly end the abuso or white druJ>a . It 

hAd rrcquontly boon argue<! that tr opium monopoltos 

•toro m!ntntno<l the abuse or 17h1to druse would 

docronso. This di<l not scGm to be borno out by tho 

oxpor!onc o or the Netherlands Indios where , notwith­

standing the existence of an o;>!um conopoly, tho 

abuso or lfb! to drugs wes on tho incror.eo . l!c ted 

no solution himself to otter, but auggceto<l thAt 

tho problem roqutr o<l roconstdoratton. 

11. DEI1lORGE: (Netherlands) oxpla!nod that the 

Nothorlands authortt!os he<! ncvor hold tho oxlstonce 

ot an opium monopoly to be a guarantoo agalllBt thO 

abuse o r white dMII!ll · Tho grollth or this abUBo , 

he himSelf boltovcd to be partly duo to a chango In 

tho habits ot drug P.ddlcts, who could not nowadays 

arrord t!mo tor tho leisurely practlco ot opium­

smoking. 

SECRET I.!E.ETIIIGS NARCOTIC POLICE 

Theso moottncs wore attended by tho Narcotic 

Entorcoccnt Heads C>! the United Kingdan, Tho 

llotherlan<IS, CMAda, S\'litzcrland, thu United Statos, 

and the AmCrlcan Trcnsury At-.~ct~ at P:lris . 

Information ~as cxc~~ concerning notorious 

International Illicit tr?1!ickora . 

ThO activ!ttos or Carlos BACIIU, roroor 

Peruvian Diplomat rtoro discussed . It vtns brought 

out t hat certain South Amer ican diplomate mny still 

In runn1l'n !ll'.rcotlcs !or BACULA . In bo ongngod "' 
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July , 1937, ono or BACULA'S connections, or. Educard 
mb or the Argenttntr.n Diplomttc 

Argar1ch, 1\ mG or ooon dlscovorcd 
Corps , col!l:ll.ttcd sulcl<lo cttcr ~vtng 

1ng narcottca to PariS 
by tho YugoslaV Pol!CO ID MUU1 BoiC\IU'll 

tM United States. A.ol0118 
tor shiiJllOnt to , .. n• "'""""'0 '!.ttno 

• J rrY thO ~ .uu•.,_.,... ' 
connections ~oro o • • • omnm (d;>coasedl. 
AugiO" DEL GRACIO, Jack Legs . ~ 

tho Gr eek banker ELtEOPOU 
t ho Fronchmn DEVINEAU, • 
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and IIIBI1Y other trn.ttickors or intornational roput0 , 

A taw days after our mcottngu, BACULA 1lll8 

arroetod nt ZUrich, SWitzor-land, on a 'llllrrant trom 

tho Gorman Police at Vienna, 1n connection vith tho 

soizuro ot 300 kilos or raw opium ovidontly dostinec:l 
tor tho Unitod States. 

Sinco tho Gorman ar~oxation o! Austria, tho 

Gorman Narcotic Polico hnvo dono moro in ono month 

th.~ tho Vionnoso poltco did in ton yonrs in 

narcotic ontorcomcnt. 

Lauront DELEOLISE, n termer Fronchm:ln, \Tho 

bought Austrian nationality P.nd who was a woll knoan 

trattickor 1n the United Stetcs nnd Cnnada, lived 

outsido or Vionna 1n a ~dicval cnstlo called RANNA. 

Oormnn police uith ~chino guns surrounded tho 

castle, capturod D£LEOLISE and plncod htm in n con­

contration camp along with Horman BLAUAUG, tho latter 

hnving boon ono or tho most persistent smugglers or 

enormous quantities or narcotics to tho Unitod States. 

Sovoral other trntrickors woro similarly opprohonded. 

Thoso meetings, whtch aro hold indopondontly 

or sessions or the Opium Advisory Committoo, ottor 

a aplondid opportunity to turther 1ntornatio~~l 

polico coopornt!on. 

PREPARATORY C<M.IITTEE FOR A CONFERENCE 
TO EXAJ.IlNE THE I'OS8!BILITY OF LDliTII'n 
AND CONTROWJ-n THE CULTIVATION OF THE 
OPI!Jt.! POI'Pr AND THE PRODUCTION OF RAJ'; 
OPIIJII: 
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Instead or dovot 1ng its t1mo at the outset to 

obtaining an agreement among the procluctng countrioa 

on t ho pr1nc1ploa to be incorporatocl 1n a convention, 

tbo Committoo spent a number or daYs d1scuestne 

details or aovoral plans to ltmtt production. 

Attor tutilo dobato on details it was tinollY 

agreed to coneidor tho following prtnctplos: 

Main P\\nciplos on rlhich a tuturc convontion might 
bo baso • .......... 

I. Substances subj ect to ltottation. 

(1) Question rlhothor 11m1tat1on sllall oxtond 

to tho cultivation or the opiutl poppy !or purposes 

othor than production or raw opium, in particular 

tbo question or thO uso or poppy straw and cep8Ulos 

as raw material tor extraction or morphine. 
(2) Whilo it is impossible to !ix ~ quantitativo 

limit tor tho production or poppy straw, as boing a 
by-product ot tho cult ivation or the poppy tor sood, 

orrecttve moans must bo laid d01m to onsuro that 

nono ot it is used (or exported tor uso l tor tlla 
manutocturo ot clangorous drugS except by uconso, 

and unclor tho suporvtsion ot thO Oovorraont. 
II. Roquii'CIIIOnta to Which produCtion is to bo ll.altocl. 

trCOIOlltS to .mJch pro­(3) Question or lorld requ 

duction is to bO ltmltod. 
(4 ) A dottnito quantitative limit to bo tlXcd 

annually tor .thO amount or raw opium ~ bo produc~ 
each yoor . 

' 
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(5) Thts limit should be tho sum ot tho 

roqu!rcmonts ot tho consuming countrtos (InclUding 

tho cono\Uiq)tton ot tho producing countr ies) as 

cort1t1od by their respective Govcrnmonte, subJect 

to examination by a controlling authority. 

III . Methods or achieving 11D1tatlon. 

(6) 17orld roqutr omonts or raw opium to bo 

ascortalnod by a system or government ootlrnntoo 
(Mllual and supplementary). 

(7) The govern:ocnts or Importing countries to 

undertake tho obligation to tako ovor oach year such 

QUP~tltlcs as have boon cstl~tod tor (binding 
ostl..a'.atcs) . 

(6 ) Govornrcnts or producing countries to sub­

mit estimates concerning tho aroa to bo cultivated. 

(0) ~etlmntos to bo examtnod by an tntornntional 
controlling authority . 

(10) Altornattvo methods for tho allocntion or 

tho OXPortablo quantity to oxpor tlng-producthg 

countries, viz . (a) quota system or (b) rroo order 
system. 

(11) Tho controlling authority to have tho task 

ot allocating to Gach producing country tho annual 

quantities to bo (a) produced (production quotns) 

and (b) exported (export quotas) . 

IV. Quostlon or stocks. 

(12) Rogulntlng stocks t o bo kept tp producing 

countries at a rtxod lovol under International and 

. ~Jj 

national control. 

(13) Quoetton whether the tuturc Convention 

should contain proVIsions tor dotormlntng tho lovol 

ot stockS to bo kopt In consuming countries. 

(14) ~!sting excessive stocks to bo ro~ucod 

over a porlod or years . 

v. International control. 

(16) Tho oxocutton of tho Convention, as In tho 

caso or thO Drugs Limitation Convcnttcn or 1931, to 

bo suporvtso~ by a controlling author ity to be con­

stituted tn mnMor lP.id doG'D 1n tho Convention and 

entrusted 171 th such J)Oifors end duties as sh.'\11 be 

spccltlod in the Convention. 

VI. National control . 
(16) 110asurcs to safeguard tho cnrrytng out or 

tho convention by producing countrtos thrOugh 
national control; ~stabllshment or Oov~rnmont monop-

olies. 
VII. Question 1'/hOthct: 11m1tat1on could or should 

be cOI!lblno~ \71th regulation or raw optwn prices. 

It bocamo apparent troll! tho ctatooonts or tho 
TUrkey yugoslavia principal producing countries - • 

and Iran - th.'\t thoy were not ready to agroo to 
concc~ thrOughout In 11m1tntlon. ThQY nctcd in 

dellll\ll~lng the right to dectdo !or thomolvcs thO 

and thO llll\Ount or opium to bo acroago to bo 801111 ~ 
produced. Tl'lOY atr\ted that excess stocks would bo ~ 
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hold undor Oovol'tlii!Cnt control. On nccount or 

social one! economic nocosstty within tholr own 
countries, they declared thei r intention to act 

lndopondontlY or an lntornatlonal controlling 
authority . 

It is possible that an oxtonsion or morphine 
extraction !rom tho poppy strnn !lilY result in an 

automatic limitation or opium production tor · 

modicol noods and t'"~t tho onlY JliP.rkot rot1111n1ng 

! or producing countries Will bo tho opium smoking 
and oating monopolies . 

EXCERPI'S FRO!! PROORESS REPORT OF 
THE OPIUII TR~IC SFX:TION OF THE 
LEAGUE OF NATIONS SD::RETARIAT: 

Tho Advisory Comm1ttoo adopted a body or rules 

suitable tor uso by Govornmonts tor tho ott octtve 

control or Pharmaci es. Tho Como1ttoo c!ootdod to 
nsk tho Council to request tho Socroto.ry-Gonoral 

to oommunicato these rules to Governments ror thotr 

ln!ormatton and gutdnnco. Tho Councn, on soptcmller 

16th, 1937, (Ninoty-oiglrtb session) roquostoc! thO 

Socrotru-y-{lonornl to co=tcato thO rules to 

OovonllDOnts, and this was dono on llovombor 11th, 
1937. 

Tho attention or Governments had boon drawn 

tq , .... J I oua 1tTel!lllar1t1oa to $1oh trattickoro 

in narcotic drugs resort in order to obtain pass- ~ "' 

ports, and the traffic tn false passports o! which 

they frequentlY avell themselves. The Coml.ttee 

stressed the desirability or a thorough study or 

this question and recoi!Dlnded that direct coopere-

tion should be established between tbe authori ties 

charged with the issuance or passports and those 

tn the same country responsible tor the control of 

the drug traffic , with a view to the punishment 

ot offenses or this kind. 

For its J)6rt , the AssemblY, on October 2nd, 

1937 (eighteenth sess ion), on the proposal of ita 

Fitth co=tttee, adopted the tollowtng resolution: 

"The AasenblY, 
•considering the ser ious situation existing 

in the Fe.r East as revealed by the discussions 
hel4 at the Twenty-second session ot the 
Advisory Committee on Tratt1c 1n Opium and 
Other Dangerous Drugs and by additional informa­
tion rurniehed to the Fifth Committee; 

•considering further that such a situation 
constitutes a danger, not only to China, but 
also to the whole world; 

"Endorses tullY the resolution on the sub­
Ject adopted by the Opium ~dv1sory Committee 
at its last session, wllicb was approved by 
tbe Counc1l; 

• yl 
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"Repeats its previous earnest appeals to 
the Japanese Government to take ett octive 
measures without delay to put an end t o the 
clandestine manutacture and illicit t rattic 
carried on by Japanese subjects in China, 
and requests the Japanese Government to 
intorm the Opium Ad\'isory Committee or the 
act ion Which 1s being taken; 

"And trusts that the Chinese Government 
Will not relax its ettorts in the taco ot an 
admittedly dttrtcult situation

6 
and that it 

will be able to report to the ptum Advisory 
Committee n progressive improvement in tho 
situation in the regions in China to l'lhich 
neither Japanese nor other foreign intluonco 
extends. • · 

In pursuance or the resolutions adopted by the 

Advisory Committee, the Council and tho Assembly, 

tho Secretary-General, in communicating thom to 

Govornments, requested tho latter to give ettcct, 

so t ar as lay within their POWer, to the recommenda­

tions mde therein, a.'1d also to comply with tile 

Advisory Committoe•s request tor information. 

Tho Supervisory Body noted with sat i sfaction 

that tho number or ratifications or tho Limitation 

Convention is now 64, a t!gure higher than that 

roached up to tho present by any international con­

vontion negotiated under tho auspices or tho Loaguo. 

A factor whtch has contributed to tho tmprovo­

ment !n the situation with r egard to tho medical 
'I 

I 

needs ot tho world is tho incr~asingly closo 

r elationshi p botwoon estimates and statistics. 

A comparison ot ostimatos wtth tho most rocont 

statistics relat ing to drug manufacture appoare 

to show thP.t tho wide gaps rormorly found to 

ox!st botwoon Govornmont rorocasts and notunl 

noods ShOI'I a diminioh111b tendency, a!nco Oovom­

mcnts ondoavor ~~ro and ~ore to bring thoir 

csti rratos down to tho l~v~l or actual roqutrcmcnts. 

Thoro is attached hereto the Aoortcan State­

mont mad~ botorc thO Opium Advisory Co~1ttoo con­

corning tho situation in the Far East. 

Yours respocttully, 

~J:~~'\It • JINSLINOER 
Comm onor or llarcot ca. 
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:r . ..: .Jr: 

O;>erat.or: 

~ . :.: .Jr : 

Knoke: 

P. . :l. Jr : 

r. : 

i' . ·• . Jr: 

K: 

~ .. ; .Jr : 

K: 

H . . :. Jr: 

K: 

H. :!. Jr: 

K: 

H. ::.Jr: 

K: 

u . !.: .Jr: 

K: 

~ . :~ . Jr : 

K: 

P. . i!. Jr : 

K: 

H.t: .Jr: 

Hello. 

Llr · Knolte. Go ahead. 

Hello. 

!.lr . Secretary? 

Tal king. 

I'm Knoke. 

Yea . 

...... 

I'm calling to report. out.. 

Yes . 

June 15, 19~. 536 
2:01 p.m. 

I'm leaving t oni ght and I .J ust wanted to say goodbye. 

Oh, you're going tonight? 

Yes . 

Oh, are you going on the Bremen? 

Yes. 
Oh I d i dn ' t know you were going that soon. 

Well, we had t.o rush it. because other-tee I couldn't 
have met Cariguel i n PariS. 

I see . 
Who is going on a vacation. A week later would have 
- would have got me Juet a trifle too l ate. 

Well, you can go over and settle that gold rumor. 

Yes . I'll settle everything I can , s~ttle. 

All right. 
Well I hope you have a good time. 

Thank you very much, ur. Secretary. I' ll try and get 
some information ev9rywhere. 

Do that. 
How l ong are you going t.o be gone? 

• 
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;::: .Jr: 

i{ : 

~ .. :.Jr : 

K: 

:: . .. . Jr: 

'K : 

;: . . . Jr : 

V • ' . 

" . . .. J r : 

K: 

K: 

- E37 
- 2 -

Well I expect to be ba ck the mi ddl e of August . 

Oh . Well, I hope to sai l f or Suro?e on t he 16t h 
of July. 

Oh, yes . 

I ' m not advert1e1ng i t . 

'.'!e l l -

That ' s Just for you. 

I s ee . You ' l l be 1n France? 

Yes , Sout hern Prance . 

~h, I say . \t ell I w1 n have J ust pa~Eed throush 
by then. 

Well. Go:>d luck . 

I a lso hope you have l' pleasant vaca tion. 

T!u>nk you. 

G::o odbye , s i r . 
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R. ~4 . Jr : 

Operator: 

!l. f( .Jr : 
Co:nmr . 
Hanes : 

R.U.Jr: 

H: 

H. ld. Jr: 

H: 

H. li. Jr : 

R: 

R.!J. Jr: 

R: 

R.U.Jr: 

H:N. Jr : 

H. !l. J r: 

H: 

H. li. Jr: 

H: 

H.U. Jr: 

R: 

H.!l. Jr : 

Hello 

June 15, 19.38. 
3:49 p. m. 

Coiii!Ussioner Hanes . Go ahead . 

Hello. 

Hello. Ur . Secretary? 

Yes . 

John Hanes . 

·How are you? 

fine , thank you. How are you, sir? 

I'm all right. 

Good. 

• E38 

Hanes - I saw t he President this morning and told 
him about the discuss i on t hat r•ve been having with 
Douglas about your services. 

Yes , sir. 

And told the President - reminded him what my under­
standing was on JulY 1 , you see? 

Yes. 

Douglas. 

Yes, sir . 
And t ha t my suggestion was that we swear you in on 
July 1 , and that you work with us mornings, giving 
him the afternoons as long as necessary, and the 
President said, "WhY•" he sai d ," I think that's 
proper and entirely f air ·" See? 

Yes. 
so, unless you have some obj ection. 

Well• I haven't any. r•ve told you right 
along . 

I knoW· 
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~ . : : .Jr: 

~ . :~ .Jr: 

:: . _: . Jr: 

~ . :.; . Jr: 

r .. :.Jr : 

:: . ::.Jr: 

::. 

li. ~: . Jr: 

H: 

(_ 
:.t.::.Jr: 

- 2 -

I haven't 

Well then - I'm not going to say any oor e to 
Douglas . I ' m Just going to go ahead on that basis 
that on July 1, we ' ll swear you in. 

'Nell - he's- you know he's in California now . 

Yes. 

Bill' s gone out Vleet, and I don 't know when he'll be 
back. He's in Seattle today . I imagine he'll be 
back sometime about the end of next week. 

Well I'm not - frankly - unless you a ek me very 
earnestly I'm just not go lng to fuse £bout 1t. 

The only thing that I could asl: y:>u .,auld be thie 
the only thing tha t I would want to ask you - feel 
l i ke aak1ng, 1e that you don 't let me get off o~ 
t he ~rong foot with Bill . 

Well -
That's all, because Vlhen I leave here , I just want 
t o leave a good taste . 

~/ell you- I'll do everything I can to cooper~te, 
but on the other hand -

P.e Just - I know he doesn ' t went me to ~o on the 
first of July. 

Well -
I know that - be eaid to e~e three or four t1ces -
•I Just hope that Daugherty won't leave ~e on the 
first of July.becauee I ' o r i ght in the m1d~le of 
this thi ng. • 

\7ell -
p lly I think t hAt I can give him all tha t 

I- e~eonad r'certainly can keep in touch with the 
h~tne~i~nanalthoush I ' d like to devote a hundred , 
8 us t o'r mv time t o you and get : he work. That 8 
oer cen ""' 
what I want to ~o, sir. 

Well - well then, I'm -

I 
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~ . :I.Jr : 

H: 

t: . :.: . Jr: 

:: : 
".:· . Jr: 

- : 

~ . :· .Jr: 

'<: 

~ . :: . Jr : 

1.! : 

'" .. : .Jr: 

:I : 

H .:i .Jr: 

!1 : 

H. ll. Jr: 

H: 

:-! . :.I .J r: 

H: 

F.::.Jr: 

- 3 -

Suppose I do this. Suppose I tell Bill the 
minute he get s back. 

Suppose you tell him t he minute he gets back. 

That you had this talk and if he wants t o do anything 
further about it - that you ex, ect me over t her e on 
July the let - definitely. · 

Yes, and the Presiden t expect s you over here. 

Al l r ig,ht , and 1f -

And -

And if he wants to change 11nything l et h1m go to 
see you or the ?resident , or -

'.'iell, let hi m eo - yes - r i ght. L- t him go see t he 
President, bec~use I - t he Pres!dent was very defi nite 
t hat he wants you over h~re JulY 1. 

Yes. 

Ha fe els there ' s a big j ob t o be done over her e and 
at the sallie time he would like you t o continue the 
afternoons with sE:: ae long ae necessary. 

Yes. 
But t he - I mean I put it very - I put it up t o t he 
President t hi s way - "Do you think I'm right - D~ 
you t hi nk I'm fair and is this what you want• ? And 
he said "AbsolutelY"· 

Yee. 

See! 

I s ee. 
so, I ' ll do everything f can to cooper at e and leave 
a good t aste in Douglas mouth. 

Yes . 
But on the ot ber bAnd , 1 don ' t want a sour taste 
myself. How ' e t hat? 

That's r1g,ht. 
Well , let ' s get toget hEr next week. 
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R: 

R.U. Jr: 

H: 

H. JJ.Jr: 

R: 

.. 
~ ·-

( 

- 4 -

I'll tell him ae eoon ae he comee back. 

And ~ - I want to eee you next ~eek. 

All right. Let me know. 

All right. 

Thank you. 

Any t i me at all. 

• 
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l! . !.I .Jr: 
Jesse 
Jonee : 

H.U.Jr: 

J: 

H .1.! . J r : 

J : 

iUl. Jr: 

J: 

H.!I. Jr: 

J: 

H. lJ .Jr: 

J : 

H.U.Jr: 

J: 

H.lJ .Jr: 

J: 

H.U.Jr: 

J: 

H.IJ .Jr: 

J: 

H.U.Jr: 

June 15 , 19~8. 
4:20 p . a. 

Hello. 

Hello , how are you? 

Hel lo, Jesse . 

How are you? 

Oh, I'm all right . I 'm disappointed about the 
railroad business . 

Yes, t hat wae pr etty bad wasn't it? 
goi ng to have any time tomorrow? 

Are you 

I ' m going uP tonight t o do what you d i d l ast year 
at Temple University . 

Oh, you are? 

Yes. I'm making the commencement addres s . 

Going to be decorated . 

That's right. 

When are you coming back? 

I won't be back till Uonday, J esse . 

Back Uonday, eh. 

But - are you going to be in town next werk? 

Yes, I am. 
well after thte cloud - emoke· blows over I want 
very much to talk to you about -

All right, then. 
Wbft i want to talk to you about ie the railroad 
thing, and if there i s anything under - the 
existing authorities that you can do. 

Yee. 
Because believe me it ' s a s i ck baby . 
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J: 

J : 

- 2 -

I know - you don 't know how sick it is, sir or -
I don't mean that becRuse you do know - we all 
know. 

Well I ' d very much like to talk to you about it. 
I mean if t here's anything we can do. 

All right. then - Then if we can do it this Uonday 
or Tueeday. 

Well now I'll tell you "'hat we'll do. Let 's say 
lunch next Tuesday . 

All right. 

How' s that? 

That's all right. 

Wel l ~et me Just l ook, ple~ee . I - yes - how's 
that? 

That' s all right . I 've got an invita tion- I'm 
invited to - not to address but to meet with the 
SRvinss Banks on next Tuesday in New York, but I 
don't think I'm going to do it- I don't think 
I'm ready to talk to them. 

\'/ell. 

And I told him he wired me to know 
if I wouldn 't meet with them. 

Yes. 

To discuss this railroad situation. 

Yes. 
s o I told him on the phone today t hat I di dn ' t 
think I'd be ready by Tuesday but I would do it 
the latter part of t he week, eo I think that 
Tuesday i s all right. 

Well if there'e any change , l et me know. 

I'll dO that. 
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( 
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That 's quite an order they give you up at Temple , 
1en't it? 

Oh you bet your life, it's a nice place to go Henry. 

You - you t alk at the college or -

No, you t alk - you talk at the same place the 
Convention was held. 

I see. 

You were QP ther e weren't you? 

Oh, yes. 

Well you talk from that saoe place, and the house 
wll l be full. 

Is that right? 

And it' s as n i ce a place to talk - 1n f ac t it's ~ft 
nice - I beli eve it's the nicest place to t alk that 
I 1 ve talked 1n. 

Is that right? 

The acoustics are good and - well t he whol e e1tus t1on. 
You'll really enJoy 1t. 

All right. 

I ' m delighted that you're going and I congratulate 
you. 

Thenk you. 

Goodbye . 

Goodbye. 
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