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Book Pace 

B&ak tor International Settlementa 
Cochran reporta on t irat ~~~eating attar .-r recess -

10/1.1/38.. . • • • • • • • • • • • • • • • • • • • • • • • • • • • • • . . • • • . • . • . • . • • 1.45 
a) Conversation with Schacht 
b) • • Trip (Netherlands B&ak) ...... .. 

c) • • Janssen (Bel&ian llational B&ak) •• 

d) • • BachMan (Swiu Rational B&ak) ••• 

e) • • Azzolini (Bank of Italf) •• . •••••• 

f) • • Fournier (Bank of France) •••••... 

Bel.giua 
See Bank for International. Settl•enta 

Brazil 
Dratt for final. agreement for eatabliahment of gold tund 

of Bres111an Goverma.,t with Federal Reserve Bank 

discussed in Catre.ry cable - 10/10/)8 ••••••••••••••••••• 

a) Drart ••••••• • •••• • ••••••••• · ••••••• . ••••••• • •• • ••••• 

Budget 
Conference with FllR on .1940 budget and posaib111ey of 

increased taxes; present: IOIJr, IIanes , and Bell -

10/10/)8 •• • •• • ••• • • • ••••••••••••••••••. ••• •••• .• ••••• 0 •• 

Conference; present: IOIJr, Halles, TBJ'1or, Bell, and Reas -

10/10/38 •• • •••• • •• ••••••• • •••••••.•••.•••••••••.• 0 •••••• 

Buainess Conditione 
Haas memorandum on situation for week ending 10/8/)8 • • • • • • 

- c-

China 
IWDg menage in connecti on with Chen 1 a s econd lliesion, 

and Treasury &n8wer- 10/8/38 •••. • .•••••••••••.••.••.••• 

Tr\ICb diacueaed b;y IOIJr and JIIJDeS Moffett - 10/ll/)8 ••••• 

llldte -randua on •recent conferences rlth Chen miaeion•: 

ODe of China 1 a own treffic teohnl.cal expert a colling b;y 

Clipp.er - 10/12/38 ••••••••••••••• • •••.•••••••••.••••••• • 

a) llapa attached 
b) Plana tor purchase of one thouaand true lee under 1IBT 

IIII.Jr and Chen confer with l"'lR ooncernin& sua .. ted 

.Aaerican adrlaera: !Ynoook (or Lehlllan Brothers) , 

Dick l"'lller, Leasing Rosenwald, and Roger S. Creen 
(forMr repraMDtatin of Roolce!'eller Foundation) -

10/13/38 •• •. ••••••••• • ••••••••••••••••••••••••••••• • •• •• 
Oolllltern.Uing Dlltiea 
See~ 

OHOhoalvnld.a 
Goering decree that CHOh currency in Sudeten banda can 

be •xoh•nged t or reiobaarka at rate of twelYe pfennige 

tor ODe Cseob oro-n- 10/ll/)8 ••• •• •• ••• •••••• •••••••••• 

Poaaible ll'NIIC-t b;y GerMD GoY...-at tor •...tb.inc in 

uture ot ouatoae UDiOD diecuaaed b7 Aaerican Ma .. ;y, 

Ber11A- 10/ll/38 ••• • ••••••••••••••• ••• ••• •• •••• • •••••• • 
a) S.th (AMrioaD l'llbuq 1 Berlin) report• 

ocaavw•tiOD with Bleu~ ot Reioh+•nt -
10/13/38 •• •• •• • ~ • ••• ••• • ••••••••••••••••••• • •• • •• •• 
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F1Dano1ng, Goveruent 
See JlatiOQ&l Resources COIIDd.ttee 

Fiscal Committee 
See Hatiocal Resources Committee 

Franco 
See Bank tor International Settleaonts 

• War Conditions 

- a-

Ce~ 
Conditioaa as pictured by Schacht at a eoting of 

Bank tor International Settle=ents- 10/11/38... . .. 145 178 
Countena.U1n& Duties: 'ilhite -randua to........u.nc 

eigniticant .... t erial (aa.orand~a, treasury decision., 
preaa release, etcetera). . ........................ . . 294 

Gold 
See also Brazil 
Great Britain: Success ot recent shipments and aJIOunt 

now boarded in London discussed by Knoke and Bolton -
10/11/38 . ... . ..... . .... .. ...•...... .. ... 0 •• • 0 •••••••• 

Great Br itain 
See Gold 

-I-

Italy 
See Bank tor International Settl ement& 

- M-

Magruder , M. Raapton (Collector ot Interoal Revanue -
Baltillore, Maryland) 

See Political Acti?itiee of TreaiUr)' Eaployees 

- Jl -

National Reeouroee Co111111ittee 
Fi1oal OomDittee to advise HMJr disoa~sed at 

9s30 ... ting- 10/10/)8 ••••• • ••••• • •••• •• ••• • •••.••••• 
Po811bility ot Fiscal C~ttee d1soUised bJ IIIUr, 

Boolaa, IIanes, Taylor, aDd llpbaa - 10/11/38· •••• • •••• • 
letber1t.Dds 

See Bank tor Interft&t10Q&l Settl•eotl 
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Book Page 

Political Aotivitiea or Treasury ~ployoes 
llagruder, 11. l!aapton: Letters, et cetera, tro. and to 

Tre&8\Jr1 Depart .. nt concerning pe.rtioipatlon in 
llar;y.land eleotioa...... . ....... . ......... . ..... . .. . . . . 145 4 

Treasury answer to Senator Sheppard oonoerning political 

aotiTities or Trea11U17 emplOTBea read and discussed 

at 9:)0 meetiDc- 10/10/38... . ........ . . .... ......... 90 
Procurement Division 

Painting and Sculpture Section: Res\IIMI l eading up to 

change or nue to Seotlon ot Fine Arts - 10/13/JS.... 376 

- R-

Reconstruction Finance Corporation 
Jones adnsea aubatantiol note issue since market ia 

favorable- 10/8/38 • • •••. • •••• • ••• •••••••• ••••••••.•. 
a) Discussed at 9:JO meeting- 10/lO/JS •••••••••••• 

b) • • • • - 10/11/38 ••••• • •• • ••• 

Reaume! or loans on preferred stock or banks to 

llareb 31, 1938, prepared by Division of Research 

and Statistic& . • . ....... .. . . ... . . . ....... . ............ 

72 
89 

207 

75 

III!Jr consults Jones concerning •retunding tJOO lllillion 

in notes duo on DoceDber 15"- 10/10/38.............. 161 

a) I!II.Tr coaEors with Eceloa......... .. .. •• . .. . ... .. 165 

- s -

Selt~olp 
Washington Selt~elp discussed at conference; present: 

BlUr, lliss Lonigan, Boll, llcReynolda, llilliama , and 

Rosa - 10/ll./38................... . ... . .. . . . .. . .. . .. . 218 
Sooiel Seourity Board 

Altmeyer answer to Treasury letter stating willingness 

under certain condi tiona to uintain balances of 

Treasury funds in banks handling b8118tit pe.y~~&Dt 

account. or state unup10f1Dent c"'"penaation agencies 

as means of compeneat1on tor benlca' services -
10/11/38 • • . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 206 

Sllrplua eo-odities 
See 'liar Oonditiooa 

Switzerland 
See Bank for lDternatiooal Sottl001enta 

' 

Regraded Uclassified



( 

c 

( 

-r-
Book Pap 

Taxation 
Pou 1b1Ut;r of inon~aHd taxe8 in cormeotion with 

1940 budget diaouued at conference with FDR b;r 
HYJr, Hanea, and Bell - 10/l0/38•••••••• •••••••••••• l4S 78 

Federe1 Real Eetatea Bell trenaita to IDIJr .-.randua 
to Fill and OOP7 ot Federal Reel. Eetata report -
10/12/38.. ... .. ... ........ ... ... .. ... .. .... .... ..... )04 

'freuur;r Dapertuntt Oarege 
P1ana for ae outuned b;r Peopl.es - 10/8/)8............ 65 
Fm1a objection discussed b;r I!Wr and Burlew- 10/U/38 257 

- W-

War Conditione 
Foreign polloy (genere1) 1 conference on proposed 1etter 

to F'DR; preeenta llliJr, Ollpbant, 'Mlita and Gaston -
10/ll/)8 • •• •••••••••••••••••••••••••••••••• • •• ••••••• 
(For tiDal. clratt ot letter 10/17/)8 - Book 1.46, 
page 105) 

a ) ID.IJr wants to telce to Fill aomething positi~ 
concrete showing that the law directs the Secretary 
ot the Treasury to take certain apecitic action 
it Geroa.r~Y or Japan "do so and ao• 

b) ln!Jr wants to taJ.k "in tel:'lliS o! usin(; our tinnncil'll 
resources genercusl.y to check Carmany in Central. 
and South America" 

1) Fill conaiders trade treaties teo e1ow 
c) Ollpbant'a idea of •a tinanc11111£onroe Doctrine• 

disouued 
d) I!I!Jr tears that Hit1er mq proceed traa the 3al.t1c 

to the Black Sea; 1r1111ts to freeze them there and 
not let them get into Central Juoerica, Asia, 
Ruaaia, et cetera 

Francet Decree ai(lll&d authorizing War Department to 
contract clurilll! 19)8 •expenditures to the eD>uilt of 
1,420,000,000 franca over and above those for 
national. defense which have al.really bell" a1thorized"; 
Navy Department e1so authorised 1n anoU!er decree 
to contract durinli 19.38 •expenditures to the ~t 
of 88'1i 111llion trl!llcs over and aboYe those al.read;y 
authorized for that Depa:rtment• J coord1.nat1on of 
rail and road traffic also mthorised, et cetera -
10/13/38 ••••• •• •••••• •• ••• •••• •••••• •••• •••••• •••••• •• 

IWJr and Bell conault concarn1ng wheat for strategic 
war materiala- 10/13/38••••••• •• • • •••••••• •• • • •• • ••• • 

Works Progreaa Administration · 
Status of tunda for bal.ance of year discussed at 

conterenceJ preaentt IDIJr, Mias Lonigan, Bell, 
VcRe1nolds, WUllama, and Ros a - 10/il/.38 ••••••••••••• 
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RA¥1 

Secretary of State, 

Washinc ton, 

1144, October a , noon, 

FOR TREASURY FROI-1 BUTTER":/ORTB , 

PLAIN 

London 

Dated October a, l93a. 

Rtc ' d a : 45 a . m. 

l . In connection With the subject matter of my 1128 of 

October 5 1 5 p .m., it is Horthy of not£ J , lJ , Keynes should 

conclude a letter to THE TIIJES with the following suggcs­

tion : 

"In the circumstances of thc momcnt I suggest that 

thE balancc of tradc position and the net disinvestment in 

this country's foreign assets which is probably going on 

( about which we have as usual no adequate statistics) also 

needs particular attention -- not indeed by an aggravation 

of tariffs but by a new and nov• necessary machinery for 

linking up EXports with imports so as to ~akc sure that 

those from whom >1£ buy spcnd a reasonaolc proportion of 

thE procEEds in corresponding purchasEs from 11B o 

We can no longer afford to leave thE barter aspect of for­

Eign trade to look after itself" . 

It 

1 
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- 2- 1144, October B, noon, from London. 

It i s safe to prEdict that in ensuing months t~s 

type of suggestion is going to comE very muc.h to thE fort , 

2 , Reuter rEports thD.t o. CzEchoslovo.k f i nancial dEl E­

gation headed by Pospischil, formerly GovErnor of tht 

llational Bank, is Dtpected to rtach London today " to optn 

negotiations concerning the economic reconstr uction of thE 

nEW Czechoslovakia" , 

2 

3 , With Paris cl osEd o.nd thereforE no dEmand for dollo.rs 

agai nst off erings of francs the dollar has not bEEn activEly 

bid and thE volume of trading has beEn small . The ratE has 

remained around 4. 78 5/16, Gold fixing of 257 bars at 145s , 4 

l/2d, constituted a prcnium of l/2d and thE British authori­

ties gave a substantial part of the fixing , The British au­

t horities i ndicat Ed to the markEt that thEy wErt prepared tp 

tnkt francs at 179 but littlE business has transpired. 

KENNEDY 

HPD 

\ 
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P.AJWIIIRAII OJ ULIOJWI RIO&InD ftOII IKBAIIT .t.'l' RIO 
Dl JA11IRO, BRAZIL, DA.TID OOT<IIIll 8, 1 p.a. 

Seoreb.ry of 8tate, 

U8HOIIMO • • 

334, Ootober 8, 1 p.a. 

lly telegram •o. 333, October 4. 

I aa infor .. d by the Direotor of lxcha~e of the Bank 

3 

of Braail that e)!:ohange will be granted thia week for daily 

quotaa aDd matu.ritiea fro• Auguat 37 to August 30, 1nolua1Ye, 

J:xohallge baa &lao been granted on Ootober 5 for AIJ8Uat 36. 

I haYe alao been 1~oraed that purcbaeea of German ooapeo-­

tion marka exoapt for cotton, ooffee and cocoa b&Ye baeD 

•otify Ool!IIHrce. 

OAniRT, 

l l 

............... 
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!llo tollOW1J18 ia ., rooollooUoa ot \M onate l..U.C sp 

'o tho aoUoa t UG 117 ~· JIGDora-lo 11. B. lilqrdor, OIIUootQr ot 

lJitena.l Rn-•, Ba.l\1.11oro, llu7l•d, dvi,ll& ~· ..- ot ....,..,, 

1Vl!8, wh., ho aokod ~· 4opu.v oollootoro of Intoru.J. lonnv.o under 

h11 Jlll'iadictloa to c- t o hie ott1ce, at which ttae lao rood a pro­

porod atat-t to ~-. ~. JIIIZ'PC•• ot which wu to o~al.a froaeu7 

DoportllaU Circular Jlo. OUI, p~Ued .lllguet ll , lVM, and ouppla­

aontod Sopttabor 10, lVM, con:riq ~· polithAl acUT1t1oo of 

Prior t o Auguat 11, 19:!8, I haTe no reoolloctioa of e?er 

Collector of Cuataa. for t ho Solt1aore Dietri ct , the Bono:ra-lo 

CUlbert A. DaUer , tolophoao4 •• aok1ng it ho ud llr. llag:Ndor ool&ld 

ooll at 11J office oa 7hlll'adq, .Auguat ll , cd poaaibl.T bon l1111ch 

with ••· I replied I would be TOl7 glad to bon luaoh wHb th• oa 

\bat date. 

Collector llag:Ndor atatod bo waa 1n a quancla.17 ae to bow 

tar hU political aourttioa ware p:roeoribod b7 t be ~"UJ7 Dope.:rt-

aent ctrcnLlara .. nuoaod aboTe, ~Uod 1n the roar 19M. S. 

atotod that ane:ral of hie doput1oa hod aade 1nqu1r1oo u t o what 

tbq ohould do 1n ~· :p:r1MZ7 OODtoat ~- -•1111 -cod -.­

Coacre•- Lftio u4 a-tor !74111&• - bow ho 1a, ... o4 to TOto aad 

who~or ho bod ~ iaou-uouoao to cin th• u to wllat oouoao thq 

cOilld toke or ooald aot ta.ta, - ot ._ •Je•m• tloat .-. _, .. 

\ 

..... ............ 

4 
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to do wtaa~nar ~he Collector c!aau.d ate . 'ftle Colleo~or atetec! ~bet 

be bed tole! ~~~- ~"'7 could follow ~air cnm 1Aol1na\1ou; ~t ill 

atteet thtJ were to let ~air oonaoiallee be their guide; and tbat he 

bsd 110 111atruet1o11a whateceTer to g1Te ~- 1A ~ia utter. at ~t 

aoount bu~ tbat probab]¥ •~ a later c!ate be aigllt ac!T1 .. ~- aa to 

Be tur~ar atated tbat he had detaraillad, after due retlec-

tion, to not o~lr TOte tor Congraeeaan Lewia in the priallr,r but to do 

whatner be ooul4 to help bia wi ~bout T1ola~111g ~e Trea•IIJ7 or<lara al­

reaq aant1011ed , and wanta4 to mow it be wee probibitec! traa adT1eing 

aJ11 or hie 4aput1aa , either illd1T1dual]¥ or oollaetiYe]¥, whoa he I.A-

tandad to aupport 111 the prlaarr e ... paigll and adT1ae thea as to tbe 

extent of tbe pol1 tical ac\1 T1 tie a in which thtJ coulc! engage. I ad­

Tieed bia I thought tbst neither Treaaur,r Circular No. 518 or auppl...nt 

thereto in aJ11 WilY probibi ted bia troa adT1e111g U70IIe bow be I.Atandad 

YOting and he wee 110t reatricted to tree]¥ giYe bia reaaoll8 therefor. 

Aa a •tt•r or tact, I .. curec! a cow ot Treaa11J7 Circular, dated 1una 

' 5, 19~, addreaaad to all officers and .. plo,veea ot tha United Sta~ea 

Traeelll'J Dapartaant, tos•~•r with Dape.rt:aent Circular llo. 518, c!ated 

August 2 , 19M, an4 auppl•ut thereto, 4atec! S.pteaber 10, 19~, an4 

poi.Atec! oat the act1T1t1ea thaaa two o1.rculara para1Uad a TreaaU1'J 

•plQJee to ensaa• in, as well as tba probib1t10118 ~~a~~ad ~rai.A. 

I adYUad Collector *&ruder ~at, 111 IV opillioll , ~are was notbiDC 

1A aitbar of ~Me circular• to prohibit h1a troa adYi aiDC 8IIIV of hie 

4aput1ea aak1llg illqui.rr u to bow u illt•decl ..otiDC, but I talt 111 

tainaNa t o ~ he abcnal4 .-t• oall their dtuUCIIl to the ~ 

5 
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circulars elrae~ oited and to be nry ceret'Ul not to aeke aJ1J atete­

a:ent whieb llight be conatruad •• tryiag to in.fluence th• in the 

exercise or their political prerogat1Tea. 

I further told b1a I thought 1t edrtaable to write out 

the ate.te~~ent be intended makiag to tb• so that it could DOt be Ilia­

understood or aubaequenUT aiseonatrued, and to fUrther protect b1a I 

suggested that be aublli t aaid atataent to •• before read1J18 aue to 

hie deputiea that I aigbt auggeat aQY cbansea which I coneidered ad­

visable. He proaiaed to baTe this statement prepared and aent to me 

the next day, Auguat 12. HoweTer , the letter to Conaisaioner 

Belnr1118 eDclositlg e cow ot his prepared stateaent "as dated Augu.st 

17, 1938. It will be recalled that Secretary Worgenthau , Commiaaioner 

Belnring, and wr. Oaeton were all abaeDt on ncet1on on Allguat 11, 

whan Collector Magruder Tiaited ~ office, and I also lett Washington 

on Saturdllf, August 13, tor 8 '08Cat1on. Tile atat..,ent •hicb the 

Col lector prepared 11'88 aent to se by -r office and, as subsequently 

stated in Collector Magruder' s letter or Saptasber 14 to Senator 

Shepperd, Chainlan or the Caapei gn hpenditurea Ccxa1Ues, I aade 

two changea in eeae and telephoned -r office to adY1ae the Collector 

of the nature or the ebangea. and tell b1a that be could release aeid 

statement it and when he desired. 

s 

• 
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I retlmled ~ lilt' TaoaUoa oa Sept.-bar 6th, the 4q 

aher lAbor 1lllr, aDd aboll~ S.pto.ber l2th Colleotar ~dar oalled 

at lilt' ottice aDd read t o • a cow ot a leUer w!Uola he propo...S 

.. ,.41116 t o s.nator Sheppard, callill& aUcUoa to the tact that ke 

had raqllaated paraiaaion to appear bator• the Oaapaign Jxpanditllrea 

Co.aitti• tor t he Pll>'PO•• ot an ... r1116 certain a tateaenta .. de _, 

Senator 'l)'d1116e in hie oaapa!.gn t o the attaot that the par11U611Qf 

or aacouriv ot poa1Uona or a oa-c1Til aerrtoe •PlQY .. a in Collector 

llacJ'Ilder• a ottica depcded llp<m how thQf Toted in the prUAJ:1. '!'be 

latter ... a proteat ec•tR•t the action taken _, the cocaittea, 

ratllei J16 hi.a thia reqll .. t, and ita deciaion t hat the Collector had 

Tioleted t he wapiritw ot the etat\lte. Tbe tllrther pllrpoae ot the 

letter waa to adrtae the co.aittH •• t o the atepa he had takc prior 

to readill& hi• atatnant to the non-ciTil aerTice •plQYeea ot hie 

ottlce, iAcllldiD& the intol'lllltion that he had called on u end recUed 

practicall;y the -• tach aa related _, u abOTe in thle ....,.....11,.. 
Bia letter contained the additional atat ... nt that in 

acuordanca w1 t il what he conceiTed to be the wpropriat;r or thiD&a", 

and 1A daterance to Senator '1)'41116•• he had &ao>• to the s.nator• • 

ottice to adTiM hi.a or the Collector• a iAtcU ao> to ..,pport the 

Senator• • oppoact, Consre•- IAwta. Be alec brousht OOlt the teet 

in hie letter that Seate r '1)'41Dc• queat1ooe4 Ilia riskt to taka thla 

aoUOD aDd that the Colleator adrtaed the 8eDator 111 hie J~ct U 

aa proper, tortitled u be waa 111r .. uorit;r h'oa the~ Depart· 

1 

Regraded Uclassified



- 15 -

He abo relat..t in hi• letter t o Sanat or Sbeppard that 

t he Preaa baTing beard t hat be bad raa~ a atat .. ant to bia naa-

c1Til ••nice •Ploreea, ..... t..t a cow, ..,.d not belng able to ••our• 

aaae w • • began 1amadiatel1 to Tantllate what lt auppoaed • • • 

be bad eald , andeaToring t o create the l.lllpreaalon 1n the Pllbllc a1nd 

t hat the Collector had coerced his' .. plqyeea to aupport Congraeaman 

Lewis , and that be biuelt had l!•en forced to declare tor tha Congresa­

man, and lt waa due t o this alestatement ot the taota that be had 

sought and obtained aut hor! ty troa t he 't'reaau:ry Departaent to releaae 

a atat .. nt t o t he Preaa. 

Bia latter , oov.r ot which appears in the file , concluded 

with the atateaent that he waa ot the opinion that the Senator• a Ca.­

mitt .. , with tha intoraauon M.&il1 ob t a i nable, might han aooOIIpanied 

ita tindlogs with aoae atateaent in hie behalf, to the affect that he 

had bean authori~ed both to read and to publish the atat ... nt iaaued, 

and he einoerel1 felt ha wea entitled to a atat ... llt troa t he CO.UttM, 

Which in aoae .....ura wou.ld tend to leaaan t he paraonal ating, aDd at 

the IS&llle tiaa counteract a to.J.ae l.lllpreaeion in the Pllbllc llll.nd. 

I aaw no obJection to pera1tt1ll8 hia to addraaa aucb • 

letter t o Senator Sbeppard, but conaulted Mr. Ge.aton before grantlng bia 

paraiaeion to aail it. I telephoned Mr. Galton, who .,.... to IV ottioe, 

and attar t he Collector bad again raad the letter aloud to ua, llr. Ge.aton 

agreed that it would be parteoU~ all right tor bia to aail a&ld letter, 

attar =• or two ainor chell8ee bad bean •"S&••t..t and aade. 

8 
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\ lie ott1 .. , Colleo\or ~der oalled Gil IL1Jl u4 u autllori ... lila \o 

gin \o the Pre•• the e\d-\ eicll II• reed \o Ilia a.pl.GJ-· 
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To: The Secretary 
From: Mr. Onoton 

Oct. 8 . 1938 

Supplementine Ur. ~ibbone ' statement of thio date , I can add the 

followi ng: 

I retv ned to \fa abington f rom •acation on J.!ondq, A"«Uit 29. A fe• 

daya after ~ r ettrn I rece11'ed a Tleit ! roo Collector J.lagrudar, who aoked 

me whether it would be proper to ghe to the n.ewepapere a copy ot the 

atateC>e:lt w· 1ch he had prnioual,y read to his eC>Ployeee with the sanction 

of hie euperiora. !!e oaid that t he newspaper• had printed the fact t l>at 

he had read ouch a atateme~t but that the content• of t he otatement had not 

been accurately reported. He showed me a copy ot a statement which he oaid 

was the ao.me aa that he had read t o hie non-chil eervice •C>Plo.ven in 

his off ice, 

J.f ter rendln& the atateme'lt I oaid 1 saw no reason why 1t ahould not be 

ghen out to the preaa and ad•hed hiD to take that action. I added that the 

otate,..,nt ltoelf wao a wholly proper one for hiD to :II8Q publicly, but that 

the onl:y thi "ll t hat o t&h t be queatloned waa t he propr~:y ot hia action in 

r e»ding it to eC>Ployeeo in a Feder< l office. 

He cave the atatoment to t ho pres• the ~~• or t he next dar· 

!p ... 
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!llo t.UWla& u ., neellMU• ot \M -u l ... lal ., 

u ~o oouoe talt•"' ~o loeenno •· a • ...,..., OollMwr of 

latU'IIAl llenaue, Bol\lllore, llurlea4, 4ul., tho -~ of .....,..,, 

lt•, wbe llo aaltM ~o U,.v oolloeton ot latonal •- 1lder 

lllo Jllrio41oUoo to ·- t o IIU oftloo, et 'llblell t~ be ne4 a ,.... 

pero4 otat-t to til•, th fllrJOOe of wlllell 1IU to nplala ,.......,. 

Deper-\ Cll'ftlar h. aa. pa Jlato4 .,..._, 1, ltN, llll4 ollfplo­

••te4 llopteller 10, ltM, oonrlJII tile polUloal aeUTltlea ot 

!'I'MOUJT ... lCIIFMO I 

Prior to Jaacuot 11, 19118, I ben DO reoo11eottoo of llTer 

b.aTllll aot Oo11eo\or *'"4or aa4 eppareatq wl~ tllle 1a ll1a4 \M 

Co11oetH of CllOt_. tor ~e Baltlllore Dletrlo\, ~· Baorable 

OUben A. DaU..,-, \oleJIIOIIM ao uk!lll lt lao u4 81', llllcftUI' oout 

oall at ., ottloo aa !llun'-r, AQ~Uet 11, aa4 po .. lblT b.aTil luu 

wl~ ao. I ropllo4 I WOI&l4 bo TUJ' lla4 to lloTil luoll wi\11 \b• aa 

t llat 4ato. 

Collenor ....,.... eteto4 be •• u a ~ •• to bow 

tar bU poll\loal aoUTlU•• "" ,....erl"bo4 br t ile,......,. lle,.rt• 

_, otrnluo -uoao4 abOTo, p 11•tot la ~· roar ltM. lle 

O\Uo4 tb.at IOTOI'al Of lila 4opuU10 !lot M40 1..-.ll'leo ae to wb.at 

~tiF abnl.4 4o lll ~· pi'1MI'J -tNt ~- bOlJII ..... bn-

Qespll-' Lftlo u4 a-tor ~411110 • II• be lat ..... to ftM at 

1111~or lao 11M .., luu.&oUn• to 11.0 ~- u M wbat aouoc. tll't' 

o..Ut tan " enlt ut tan, - ot ~- ohlal., \b.at \lltiJ -tot 

; 
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te &o ,..,_ \M CellMtell ... 1nt .... fto o.u .. - ote.., \M\ 

lie W teU ta.. ~ -.14 toU.. \llelr - l.MUM\1-J \M\ la 

otfeo\ '"' wre \o lo\ \laotr ·-~- N \laoSJ ..... , _. \M\ .lie 

W • taetruu ...... ,,_ .. .,. "'ct'fO ._ la We ••-,•• \M\ 

_, wt \be\ ...--.4' at a l.a- .... •• alp\ .. n .. ua.. u te 

lite.!!!!! JH1U•. 

le fUo\ller atet .. \laa\ lla llM ~. ahel' ... nn-

u•, to .. , talF 'fO\o tor C.Cn•-· r...ta la \laa ~ ... , ... .. 

,..,_ llo -.14 \o llel.' lila Wl ..... \ 'flOl.aUac \M !'I'M Ui ....... 0 el.-

...._. -u ... , aP4 _.., te .._ 1t llo •• pMnl\ .. rna .. na1ac 

-., of Ilia ..,.u .. , a1\llol' 1ati'f1....U, or eoll.M\1'fO)J', ,._ llo 1&­

._... .... ,... 1e .u J11'1M17 -..lc& •• .. n ....... "' .u 

~-• of .u ,eJ.1Uaol .. unuoo 1e 'lll1oll \lltiJ eoel.4 ....,.. 1 .,._ 

'ft ... lila I ~ll\ ua .. eo1\llor ~ Ctroal.u ... Ia or -..1-• 
........ te -., "''IF pMnn .. lila rna a4'f1a1ac ...,_ lloa llo latoMat 

'fO\lac _. llo - eo\ I'M\I'leW "' t'NolF P" IIU --· \llol'o.hir • 

.U • Mttor of, .. ,, I--,.. • OOJI' of,.....~ Clrftlor, .. , .. I_ 

a, ltM, atUn ... te aU ott1"" .,. ~- ot .u lllal.., ftotoo 

,.....RI7 .,.,..._,, taco\llor wt\ll ~~a,...-, CSJoal.ar le. Ia, 4a\M 

..... , I, liM, u4 -.,1-\ \ll ute, ..... ..,,_.. Ul, liM, ... 

,.uw •t \M ani'fl\loo til- we ala J ro ,_u,.., • !'I •aur 

~ .... •••o u, .. ..u •• • JNilnu1- _. \llenla. 

I 84ft ... ~ Dl • tllo\, la .- .,ut•, ._.- _...._ 

la o1\llor of.._ a1roal.ua te J8011111l\ lila tna M'fla._ -.r ol 1110 

......... -:uti "-UJIII' 

htnnt • ._a. ••J• ._.u ..u tMU o\\JJIU4ll • \llo 1'1 1 II$ 

Regraded Uclassified



-·-
otNalan a1redr on .. u4 to lie n17 Mfttwl ao~ \o ..a. • .-.w-
_, ..... ....,, " ~ .. U7111& \0 tan- \Ma 1a ... 

_. ... or ~r JOlt \loal ..-..ouroo. 

I 1'llnMI' \01• 11.1a I ...,._., 1\ .. n.Ulo to 111'1\0-' 

\llo •to'-\ lao lat ..... .-u. to Ul• oo \laa\ 1\ OR!• .. , lie Ide­

••• o\OM OJ' Rltut R\ll' 111-.\J'o.t, ... \0 1111'\laal' JII"'\00\ lab I 

,......... \laa\ lao ••u ooU 0\0'-' \0 .. Woro n .... - \0 

lata ..,_Uoo \laa\ I lll&la\ -.aoo\ UiF ....... al• I _. • ._.. et­

nooblo. ao ,._. ... to uro \late au-\ JHpai'Ot ... _, to .. 

\laa aat ... ,....., u . llownr, \M la\\or to c:-ta•1-

llolftl'laa ••100111& • .... or lata ..,.,.,.. ou-t - doW AllpO\ 

lf, lt.. 1\ nU lie roeell .. \lao\ loon\a)' IIDI'c•\IIM, c-tootoaor 

llolftl'laa, _. Ill'. a..- _.. .u •-• • -u• • ....... , u, 

•• Colloo\01' llllcntor TtotW ""' orrtoo, _. I aloo lo~ hAl~­

• 8otuot.r, ...,.., U, for • .,. .. u... fto a\o-\ 'IliUM \lao 

Colloo- ,nparot- _,to .. •""' otrtoo .... oo oobu .. r~ 

euw 10 Co)JM\OJ' •vv•••• latter or .. ,,_.II' 14 to .... ._ 

a.,.n, Qat- or \lao c:..,.s.ca I!QeUt.._ c-t\\00, I .... 

we --. .. 1a - _. \01.,._ .. ""' orrtoo \0 .. noo \lao Oolloo\W 

ot \lao oa\aO or \lao --. .. •• ~ 11.1a \lao\ u Malt •- oota 

... ,_, lf .............. trot. 

Regraded Uclassified



-·-
I 141 =·t he .. WMUW W ..... ttll, tM -

. 11 
··· ~· 

an. J.Uw ........ ..,., ..,,,.,. 1hll o.u.n. "'ll" 'rr ..u .. 

at .. el'rtee wt nM M • c MJr etc ln'- aiM llr PIS ' 

rnt' .. w ._ter -.,....., e•tU .. c\twU• w •• ten tM\ llr 

w .......-. .-1 .. 1 .. w .,.. w- •• c a •• rant--

c:..ltwe t• \lla ,...,... at -tac ..nata rwtwwte .... 111r 

._'- 'l)'t1ap ta lltr r a tp w •• el'reat \llat -. 1 • 

• ~- at ,..u._. at -.tnl -nee -.lAir- ta :en .. -. 

-....'cr•r rtttee tr:aalll •IM lila. t1141r wtrt 1a \lla ~- tM 

ln-. - c Jlft\M\ ... ••n tM ••U• Mba "" \lla ~''-• 

Nhllt-. llta We l'll!lrn, •• tw Mrllliw \Mt tM eeu .. -. w 

nalaW \lila •Qt.ftt• rt tM nrww. tM hnllee JU:nc r1 tM 

rtttee, tael .. .._ •• ~u- .. , 11r w ..u .. • • _. .-t.MA 

jC'M\Seelq \lla - heW M ~MI lit' • o- 1a \tta _ _, .. Ills 

Zlc le\wr -tata.e tM ... 1\lwal nrtwwt \M\ ta 

cucrlncc .s• ... , llr fMICSftll M llr tlla •JIINIII'lc1r ct tilt·..-, 

... 1a let'-ee W ... ter 'l)'ttap, llr W ... M tM ._._. • 

._.._.. •JS ••· •••sP'I•••-• w.sc. .. ala ..,.._ •• t11r ,... 

1a lllr lrt'- \llat ._._ 'l)'etazr ..-ur-t ll1a .._, w ..- .U 

..U.. _. \lla\ \llr llellrr\w rtwu.e t11a I • ._ 1a lltr Jell ' 1t 

- p .... r.un. .. -- - ........ _, ,._ \llr ~ &Q ..... 

..... 

• 
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• al.e NlaW la ~ le- w I• Mi' ....... ._, 

-. ,_ unac .._.. ••"..,. ..- • •• ._, • ~-

a!YU a.ftM -.&4'-, _ ... a ...,, aM .. , MUla Ul.a w ff a 

- • • • "-- ~·WlF w -•u.w .._, u •unel • • • 

u W Mil, •• •..UC w -\a ~• tq nd• la ~~ •11• 11&111 

~' ~ o.u- w ..... , Ilia -.J..,_ w a;;an c·a 11 

._.., _, tu• lie a.• $Ill 

-· _, U - .,.. \e t.laJa -'-'-' at t.lla tuw \be.\ .,. lloa4 

.......... ~-~-
·---·-~'-· .Ita htwr, .. ., <4 .atell ..,.an ta ~ ftla, -~ 

wt~ ~ ... ._, \M\ » - of ""'• ..UJ• \M\ tlle ._,_. • o.-

111 .... , wua. .u w-u• ..u, •w••'-le, ~· ..... 111 u , .. 

1 .. f1Mt·· '11~ - , .. ._, la bU MMl.t, \e ~· att ... ~· llle 

llel Ma •aun ... llata \e nM _, \a JiUUM tlla ... ._, 1 .... , 

Ul6 lie as.a-q hU ... - •ttlle4 tl a .W'-t '- U.. o-&, ... , 

•. lell la- ...... ,_ .. 

...... - •u. _.....,, • tal.M , ...... -'- la ...... Jd.U• ..... 

1 - .. ajaau• • ..-a•UIIt 1t.1a .. .. ,, .. , ...a • 

le\\er \a ..... All»-"• "' __ ) ... llr. ---- ...,._ ............ 

,. .... ,. \a .Ul u. l Wl•l'lPd •• , ........ - .. ., etna, 

,.. .,._ \lie •u .. ._ w ._.sa ,.... \M ~ ..._. .. •• a.. Pe ._ 

••••-.. u-u ......... ._ .u ...- n.lt.la •..al..Ulattar, 

.,.. ___ ..._ •• ,1 .... ~-.............. 

' 
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... ettl td ftle 1 t •u • --•• ._ .... 11 111 
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TREASURY DEPARTMEN T 

, IHTIERNAL REVENUE SERVICE 
t 

BALTIMORE, MD. 

Oo\ober s, 19:58 • 

'!'he HoDOreb1e Stephen B. Gibbona, 

A. .. ietant Seoratary or the ~. 
Treasurr Department, 
l'ub1Jl«ton, D. C. · 

lf7 dear Xr, Gibi>One: 

hrdon -., delq ill aokncw1eclgiJlC 7011!' letter 

or Septe111ber 2:5, 1938, ill which JOU encloMd .. olippiJlC 

tr<a the BeltiJM>ra sun or Sapt•ber 20th, headlined, 

•Xorgenthau B&oka AoUoa or Jiai!J'Uder • • -Treasurr Head. 

Retllaea To Make ADT MoTe Jcalnet Collector Here• - •8\ep 

Held Pneacillc Opea War With s.aate Caapalp c ... utea• , 

wriUen bJ P. c. Trll .. eu or the l'eabl JlCton Bllreau or the 

l!lwl. 

It waa a TerJ aplendld atat ... nt, and I appreciate 

tbe oandor or Xr. xorsenthau. 

I had. alraad-7 aeea the paper oontaWne the atate­

unt, and han 1t tor-., aorep book, 

I!III(:HSB 

'tCf• • :: iJ h. 
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Oetober s, nse. 

Tbe IIODOftble Stepllea IS, 01b~1 
.Uatateot Seoreta%7 ot the '!'reaAJTo 

Troaeur)' De~rt~~ent, 
t'u h tDctoo, D. c. 

I!)' dear !lr, Olb'boul 

l'U'«oa ., O.J.q to a ollaaoWlecl&lac 'J'YW7 leUer 

ot Sept .. ber as, 11138, to wbloh JOQ eooloeed • oltpplJ18 

t'rGa the llot.l.U•re s.a ot Septas'Mr 20th, haa4lbH, 

"11orcutlMI!o llaota .t.etloa ot Jlasn4er • - ..,.....AIT R ... 

btaaaa To hlte .t.J/17 !tOft Aplaet Oolleotor Bere• - •Step 

Belli Pnaaclac Opea 1'lar With Seute OU~palp a-it tee•, 

wrlttu ~ P, c. '!'nulaell ot the Waahtectoa a.r&aa ot the 

s.a. 
n _. a ftr)' apleo414 atat-ot, aA4 I appnolata 

t he oaUor ot ltr. lfolotenthaa. 

I 11&4 .tr.d,J - tbe paper ooataWac the atate­

Mot, alld ha.,. h tor ., aoftp boot. 

S lDOerelJ J0UHt 

li!IIM I BSII 

• l 

' 

' 

' 

Regraded Uclassified



---
TliiWM!Y DBPAII'nii!IIT 

laehinston 
september 10, 1934. 20 

POLITICAL ACTIVITY OF TREASURY BWPLOYBBS 

1934 
SUpplement to 

leDar'tme,nt Circular No. 518 
of Aug. 2, 1934. 

Officers and Employees of the Treasury Department: 

As a result of numerous inquiries received by the Treasury Department re­

U81ttllllR intonoation as t o whether holding a certain office or engagina in a 

icular activity violates a spacific section of Treasury Depar~ent Circular 

~18, regarding political activity of Treasury employees, heretofore issued by 

on August 2, 1934, the following sxplanation of said Circular No. ~18 ie issued 

the guidance of Treasury Department employees net under Civil Service: 

' 
Generally, the regulations are not intended to curtail or interfere 

with the exercise of a parson's civic rights an~ duties as a citizen. 

The instructions contained in said Circular should not be construed: 

1. To restrain an employee from voting ae he or aha desires or from 

expressing hie or her opinion, pri vately or publicly4 on political subjects. 

2. To prevent any such employee from voluntarily contributing to the 

campaign fund of the par ty of hie choice, if such contribution ie made 

freely and without coercion cr improper solicitation, and ie not ~de to 

a person in the service of the United States. 

3. To prevent any such employee from introducing speakers, or from 

making speeches on public questions or the work of a particular office, 

provided offensive partisanship is not displayed in said speeches. 

4. To prevent such employee from attending a county, state or district 

convention as a member or a delegate, if suoh smployse does not act ae · 

Chairman of the convention, &~tempt to use the power of hie public office 

to control or manipulate the procesdinge or display such obtrusive partisan­

ship as to cause public scandal. 

5. To prevent such employee from holdfh& positions on boards of· 

education, school committees, public libraries, religious or eleemosynary 

institutions incorporated, established or sustained by State or municipal 

authority. 

Employees of the Treasury Department may encase in the above-mentioned 

activities, provided the attention required by such act ivity does not 

interfere with the regular and efficient diechar&e of the duties of their 

office in the Treasury Department, and provided the time ueed for such 

activities is ch&r&ed aaainst the e'mployeea' annual leave or leave with-

out pay. Under no circumstances should any such ac~ivity be pertor.ed at 

the Government's expanse. 

JIIIIII!T IIOIIGBIITIIA U, J r • , 

....... .... ... S'.eretary of \he Treuury. 
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TRBASUBY DBPABTIIIIR'r 

Washinaton 

Ortice of 

POLITICAL ACTIVITY OF TRBASUBY i!IIIPLOYBBS 

19$4 

Department Circular No. Ole 

To Officers and Employees of the Treasury Depar tment: 

The following regulations with respect to political activity of officer& 

and employees of the United Statee Treaaury Department will become effective 

September l, 19~4. From and after that date no officer or employee of the 

Treasury Dopart.ment wlll be pen1.i ttod: 

1. To held any otner public or political office. 

2. To become a candidate for a political office. 

3 . To be a member or officer of any official committee of a polit ical 

or of any other committee that eolicits funds tor political purposes. 

4. To own, edit, or manage a political publication. 

5. To display such obtrusive partisanship as to cause public scandal. 

6 . To at. tempt. t.o manipulate party primaries or conventions. 

7 . To uee hie position to bring about his selec t ion as a de legate to 

convent.ions. 

8. To act ae Chairman of a political convention. 

9. To a eeume the active conduct of a political campaign. 

10. To uae hie position to interfere with an election or to 

the result thereof. 

11. To neglect hie public duties. 

21 

Theee regulations are not to be conetruod as abatin& any of the pro­

visions of the laws of tho United States with respect to the political activi ty 

ot Government officers and employees, nor are they to be conetruod ae modifyina, 

changing, or repealing any exieting regulations of t.he Onitod 8tatae Civil 

Service Commission with respect. to tho conduct ot claaaifiod employee&. 

Copy of these regulations ahall be placed in the hande ot every employee 

ot the Treasury Department and no violation of the provisione contained herein 

will be excused on the ground of lack or knowledge. 

IIIIIIBT IIOIIGBIITIIAU, Jr. , 
BecrataT)' of the Trauur7 

Regraded Uclassified
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• .Tunu 6·, 193~. 

TO .W.. O>TICERB J ND aiPLOYKE!j OF THE UNITED ~TA1'ES TRE&Stl!!Y DEPJR'l!AENI': 

I 4ea1ro to cnll to tbe a t tention or all offieore :uw! cployeos 

ot thu UnHod Stu tee Troesury lleJJ<l rtmcnt, 1ncl u41ng oll officers nnd 

cm;>loyooa o~ Bure:~.us t111d subordiMto btonohea or the ~eury, proTi­

sions ot th" lan of tho Uni tod states rcspccti..Dg pol1t1ceJ. aotirtty 

by CoTernmoot omployeea and tho solioitation. of contri bution• tor 

political purposea. Tho l.:lw on t beeo subjuct s 1s elll!llllriaec! in a 

reco:1t bulletin or th., United St ntee Civil Soniee ec-ission, a copy 

ot '10!\ich I om enclosing, I p:u-ticulor ly dea!.re to d i rect a \tontion to 

t wo o~etions which: · 

(l) Make it uolo.wtul tor any officer or eoployoo or tbe Uoit<>cl 

Sto.tos to solicit or roooivo political contributions ~ Q\bo r 

officer or ecployee, and · 

(2) !Mke it un1u\'1tul tor aoy person, •vthether o.n empl o;reo of t he 

Unit od Sto.t~a OoTernmont or qot , to solicit or recoive politi ehl o~ 

t ributions 1o any rocn or building ooc:upied by eo .... rnmont oft1cos. 

I ~uote t heao two uoctions ot law: 

u . s . Code , Titlu 18, SOotion 208 (Cr1m1Ml Codo , sec.ual 

It is unl:lwtul t or any Se114tor or Ropreaontat1Te in , 

or Delegate or Rosidont CO!IIOis31oner to , Congresa , or any 

candidr.t., tor, or indivi dual oloctod os , Senator , RspreiiOllta­

ti't'f. , Delognte, or Rea14cnt C<xaiasioner, or· any orticor or 

employee ot the Unitod Stotee, or ony pono:1 rooeivblg o.by 

84l.Dry. or componoot1on t or sorrteea t'r<n mouey 4ori ved trom 

t oo TrE:uury of the Unit ed Sin tea, to diroctl,y or i wlirectly 

solicit, roceive, or be in any ~~er concornod in s ol i cit ing 

or receiving, any naaoaacent, subaer'ipt ion , or contr ibution 

t or any politJC4l purpose Wbntever , r~ any other aucb orricor, 

employee, o r poreon. . . 
• .. -Yo . 

U.S, Codo, Titlo 18, Section 209 (CriDinnl Codo , s~c . 119) 

. lfu porson ~hall, in nny rooa or building occupied in 

· tbo discho..rgo ot officilll duties h¥ ''"Y ott' MT ,or r •J'*O!,.,.l 

o-r thd U:.itod ·st·:tos oCl:>\l."n.c.4 in eoction 208 ot this tiU o , 

or in <.ny n.~vy Y').rd , t ot•$, or :.rsurol, aOlicit 1:1 i:ny oannor 

Whnt ever or roco ive :1ny contribution of oo:~oy or· ot hor thtng 

ot w.J.uo tor any pc)lUiool purpose; wlult~v<>r . 
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TheM provia1or.o or tb& et,etute•i·a-ro a.eept~~~: and· ~~ta in· - -

t!lcir tel'ltS, I t 1a r:JT intoation tho.t they aball bo und.o~d >and• -. ~ 
obtlyod both i n lot t or a:ld llp11'1t b;r OY0%7 cmplo;roo of tho ·ll'6rt()# l t nt Cjs · 

Troaeury Department; · • 

Tbo law of tbo Uni tod Sta\ea gJI1tnlltoas to O"feQ' l adera! .-plo;vce 

tbo right t o bo coccplo\ oq freo t'ro"' " <ll.l citation by ~rior officora, 

or by follow omplo;re!'11 , to oorl'hlbllto to political f'lulcls, It ~ 

. toea to oll lodorc.l offi.eeN and .ecplof.e• t he r~.tbt t o be free while 

' ellg.:lt:Cd in t boir work i n a bnildiil& oeeupi e¢ by 1'<>doro:'.. offices f r om any 

such ool1c1 to.tion b;y an;y porcoD whomoeYer . 

I am dotQrmlnod not t o tolerate an;y i nfraoti oD of tbeae pr ovision& 

of law, e i ther direct and open i nfraction of them or !Ill¥ · effo~ to­

aocompl1oh in an i ndirect ..oy what t hq forbid, Jhorenr thoy are vio­

lated by penona in tho employ r>f tho freaa ury Department it h av i .... 

tantion that tbooe wbo are ~lty eho.ll, ac soon aa t heir ~lt 1e ea­

tabl1ahod, bo removod from the !'adoral service ar.d turther that the 

evidonco 8jl~D.inat tMnl aho.ll be f\lrntahod to prosecuting av.tboritioa. 1 

1Dtend tc oxor!:iao t he ao.mo vigilance t o protect Troaaur:{ omplo:rooa from 

invaeton•of t hai r rigbto by t hose who aro not Treaaury emt>loTees. 

Whenever any omployoo of the Tre&sury Depnrtment loans , of o:ey 

violotion of those aoctiona, I shall count it a fovor i f he or aho will 

colllllWiicate directly with mo . I give f!JT peraor>Ol pledge tbat no' pmplo)'Ge 

shl\11 ev.ff9f any prejudice i n his or hor sto.tus ao & Govonlllll!nt elll]lloyee 

by roocon of mald.ng av.cb o comploi nt or giving eucb infonn&ti on.. \ 

I invite the eocporation of all of you in obta~nin& complot&-«14 

fnithf111 obodlonce t o and oboervance of the apiri t of the law, 

.. 

Sincoroly yours , 

• l!ENRY lllRGml'lW1, Jr, 

Soeretory of tbo 1'rOMU17 • 
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(POST CONSPICUOUSLY) 

UNITED STATES CIVIL SERVICE COMM ISSI ON 
WASHINGTON, D. C. 

POLITICAL ACTIVITY OF CUSSIFIED EMPLOYEES PROHIBITED 
Polldul odl.tt~ br .-.... .. ,..,_ Ia dq, -17. -. .......... ....._, - prlaory .. 

or la beiWI at aay fi'U17 • aHW.Ite~ or u 1 ....-e to be Toted ..,.., t. c-«-.Ur ~ 
.,. ~ ...... from ,......u., .. "''llitltol- polllial - .. - polldul ...... ,_ .. -...... 

StrTlee Rale 1: No ,.._la th u~tJ•e dril Hrriee lltall ue llll ...... aat.Mrity or ta.aMttee tw tM 
leterle<laJ 1ritk .. dettl .. .,. al'ooder lllo .....Jto th<oor. PtrMao ..... brill• pretioleu ot 111 ... ......., 

eompetltl•e d.ateiled ltfl'lce, WlaUe retalalar t.ke rlcht to •ote u they ,._,. ud to uprea prhatel1 dttW 
oa all poUtleaJ IU.bjedl, abaU take ao atthe part Ill potitieal muacemeat or Ia poUduJ ea• palcu. 
rtltrlttloat u to poUUe.alatthitr appiJ to temporary emplottu, e•ploJeu oa ... ,., or aNtace wl~ « 

pa.r, nbldtutu, ud dauiAecl aad u.ad.ulited.laboren. 
So•e ol U.e fOr•• ol aethi~ a.eld to be forbWdea bt tJae nile are-

- N' I• UJ' ,.Udal C!IM .. l&M W .0. ......... 

..... ., . ~dO. .. ..... .,...__ 
·.::::~::::··- .. oh ..... _. . ·~ .......... Md~ .. 

Ia u.ad•• tlte•-"• _,.,ltt.r a. .. , ... ., actJ'f11t 
ucaJC ...,llaa Ull ·~ &ale ..... , .... • •• 

8«TUc Ia u1 ...... et •IMdM .at., uae.. 0.. ......_ 
.... .t lh 8..._ ,.....,_ ..,.-. ,.,.,..._ ef FMeral ..... , • 
........... ..w.. . ,.u.kt ,., ,......... .. Mne. 

·~- ...... MAMC ... ~ • .......,...,, W 
~.,..,..,~ ......... ~,-~ 
dliM-............ , .... ..., ... lll1lde, ..,_,. .......... .. 
, . ... ., ... apl..c .. , ~ parr,, ~ , . ... ... -Beto.a..r • cuiWa .. rw .. a.taal&ta • .a.cu.. ce.,......., 
1«11.1 •• <e. 

D.,lrlb•d., u .. ,.,, .• lllerataN, tloadiH.,«l)aU.e•., .,..,.. 
l:q eadl kit • « llau ... 

DUUfbadq Of 4!.tlatl•l t111111al1a 1tkkera, •IIU. ot .... ,., .. 
ot cu•kl•lf!l • • aa&oMObl'-'• ., Ia wlllllo1ra. 

Olrea&.U.r. bat aot 111ala1. ,.UcJnJ ,edc.t.-.ladH Jq lalt ... 
ad•• u4 ,.,...,.._••••· rtuU. ulll •••l .. dea J~eti!Je..u. 
~~ ,.Utk.J .. ..._,..,, • Meealal ,.._..utlJ W.• 

t1W ..... _, ..... kal ............... ,. ot tadlot .. ... . ... 
1M neetM ... , ..... ttl U1 ~ ,., .a.w.. .. ..... ..... 

PRESIDENTIAL OFFICERS 
TIT£ FOLLO'II'lNC APPLIES TO INCUMBENTS OF EXCEPTED OR UNCLASSIPIBD POSI'tiiOil 
~ •• u.a • HtlateH .,.. rwbWiu lit .catac. c. ... ttloeh olldaJ niMritt ., WataC"e .. eot~"ta tJr.e ,.Btkelldlota ., .. , 

., Mlllt . c. ••h ••t coatrib•li .. r. a ,.lltltal a bs.et to ..., ol'll• oe..-., ._.,.., .. of tM Ualted Sta~ea, • to ..,.dlw 
COittlt.ttl,ou fH ... llkal p.,.,_.. ha~ atllw P .. tnl o•eof'll « o•)l.or--. ot 10 4_.,1•1uta •••at d.elr e.a ... JeM • 

,., .. lldc:al ,....... n ..... , ....... , .... 11, .,. laJiaeae. to ••• ., .... wltll ... .,.cO ..... al'ton t.lt.a re~att.. t.MrMIIf .... 
til• d.,Jl.""~ nle&. Oaeen ue trolllbhel t'roa reQue•dq or f0411•lrl•l 1111 ,.lhltal " " Ito or UJ polltk.ll wtrlll: tr.• 

~:~~~. • ffHIIIIoatlal .,....," •W M aUowo4 to talll:.o oaell • ,.,.c ta ,.utkll c:••.,..lt.M 11 II t&lloa h1 u1 "l?ato dllM-. 
reptodou -..e; b1 .... ,. ., tiM O.,.n:••••• a ww .. , H ,., .. utt4-

·~;;;.;~.,.;;;.o;l.:• a e:aber • oA«r ot d1 ... lkal 4 To ... W. ......... le WI., .a.-t ... MlediM u • ........ ' ,...., .......... .... 
.. 
~I ~fad~ ....._...,.. ~ M .. ....... ~ I. T•ld M dl.air•u tl a ....... t'MinadM. !...........: L T•...._ IJI,e atlh'o .... INt fl • ..................... 

L To ltW~•Jt .. =·e .... · to ,_,. ............. w ~...... 1. To...,._. WI ..... ft.U.. 
.,..., • ....._,..,....., ... wMM .._.. ~ ._,__ .... c...n.aj . ........................ ~ ........ ..... ~- ........ ., ... ._o..-a. • ___ ._ ....... _...,. .. ....._ __ 

.............. _.... .......................... .,_.....,. ....... _....._ .. ......,.......,._. ...... .,.._ ...... ._....a. .. _ 
~ ......... .........w....-.,.._ ........................ ....... - ..... - ................. __ .,_ ...... ...... 
._.~..._ ....................... -............... ......_._.,....,_. ........ ......_. 

POUTICAL ASSESSMENTS, SOUCITATIONS, AND DISCRIMINATIONS 
Aen.._ l t.a. II' tJt. _. 1JI fll ... C>w.1 o.-. C.. a IW.. Ill'). _.w. .... •........,.... ....,, ..._ ..... .....,._ I • ....... _. • _.....,_ 

............................ . __ .. _... .. ~ ........... lllllil' ...... - ........ ,.,......., ....................... _.._., ... ,..._ .................... ., ....... _ ......... _...,,._ .. .., __ .....,.._.... ........... .~ .......... __ .............. ., ... " ................ _ ..... _....,. ............... ._.. ............... ..,_... .... ,_,...........-; ....... _ ..._.-...,..., ... o.--._..._., .. .....,...,.. .. .._._ • ..,..._.._._.... ... ...-.~ ... c..,.._ .... ..,.._._ .. 
~-o...---.-...................... ..,._...fll.., .......... ........... --- - ... ~o-M--w.-.. ......................... ., ......................... _.._, .................. _ ... ... 
__ ..... . 

................ _..... .. ~c-.,._ ., ..... .., ......... .._ ... ~ .......... _..._..... .. _ ... ..._...... ..... n..•.:.:.=::-...... ~"' ... ---."'-"' .. ......,,..._., ... a.a.__ ..... a.....~-................ .. 

~:.:" U.S. CIVIL SERVICE COMMISSION. 
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)~~(., ~-~AA 
1'~"'~~- 9h., J:l-

I bno reooh .. Jour a\tn ot -.p\-... 16~, wt.~ 
record \o 7_, o'Dtbol'i\7 tw \M -'-'-' *' 70'1 ... \o tu 
-.le7Mo of 70V oftioo before ~ ree..t. •17la!MI Jlriaal7• 

tou ~ao ... edoUWl.T •!.Me u.o .. '- ot 7,., a"-r 
aooa Ulo •"""'st•• -'-'-' ot IMn'-17 ..... ..t.~ao. 1JI w. 
•U•r• &oN•or, tor 701W' rwd7 n1'or- I • ••1"'111 o 
ollppilll t'l'ea ~. le.UW.n ._ ot ••taMar ~. t'l'ea *1111 
7011 • ill M\o ~' * llun\oq ..t.uo4 \be a..\o a..p.tca 
lnotUpUJ!c eo-1"" \be\ 7a111r -'-'-'at ooU •• \bo­
to bo M4o of 1\ bo4 rooo1* Doput8oa\ol approftl, oH Ulot ba 
to• ao ,..._ tor tv\llor M\1•. 

01' -oo oo aU recnt. \btt Wo iaau.t oao -"a 
tho .UJMt ot u ta ..... Uca\ioa 11!7 ~o .... \& OMai""· ..._ 
ner, t'l'ea ~o o\onfpoia\ of Ulo Dtpt.n..t, 11 7011 oaa -· 
W .o h co-attar .. •• a ole.:~ .. •"- ot. \bio u.o. 

IODONblo 8. a. -.,n.sor 0 
Collonor ot ldorMl .. .,._, 

llalUMn, ...,.la!MI. 

'"'••••· 

llill(Uedl Stopboo B. Gibboa• 

.... ... .. 

I· , 
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, 

.. ,. ., .. 2J, 19JI. 

I ban r"-'" .. JOW" :au ... ot lep...._ 16\11, wl\11 
r•c•r~ to :r~•a ~uthor1~:r tor tho ota'-ellt \ba\ :roa N4o t.o \IN 
d)>10JMI ot 701U ottl.u before th r-t. .. ,.,1_. ,n-,.,. 

lOll louo 11Ddo~ oiaeo tho 4e\o ot JMr lo\tor 
ft • t o th" pYbU~ ekt.-t o! Seero\1'7 llorc•U>~>u in tbh 
.. twr. s ... ..,., tor 7ov H04y 'I'Ofoueoo I .. •olN'"' • 
ollpvinc h'ot1 the &lthore l!t:.D or S•ph .. -..r 20tll, tree wllioh 
7011 will 110il lb•t the I!OC!I'Ot.ol7 .. .s ... till '-'- Cuplip 
tnuUcotilll c-1\\oe thlt ;you:r etet..-t. •• .. u •• tho -
t.o bo •d• ol 1.\ lla4 r_t.,.. Doparten\81 oppro'Nl, oad \bet bo 
&o• 120 r~uon tor turthor aot1011, 

Ot oourM •• all ""~"' thl\ t.bU 1aol4•t. .. , u4o 
\llo n~JMt of .. laYN\lftUoo ~ \llo .... -. eo.tUN. 11-. 
••er, troa \119 '"'.fpolat. of l!lo o.-...rt.-t, u ~.> oaa - . 
thh lo coea141\' .. oo • olo ... •t~OY ot t.bb U !COo 

11-nb:t. a. 1. •f"l4el', 
c.uon. ot la\~ ... 6 •• 

lalUNn, ...,lallA. 
'tMe' I e. 

J ~.0 

.& .. t.tut Sunta'7• 

2G 

• 
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llr, Aoll:• 
llr. AuliJiaer 
Ill' . ~en tnc•r 
Ill' . Dow 
Ill' . (Jozwu 

Ill'. I . ft. 1ohD8oD 
111•• na-
111'. llart 
Ill'. llo7l • ./ 
Ill' . Roll ~ 
Ifil l VOD TOII'DI 

~::' .. ~?.w< 

Pleu e ne ... I.B.G, ~ I)- 0 

• Date # C//t-L. 

• 
28 
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The Honorable Sta pben w. Gibbone, 
Aaehtant Seorat~>r7 ot the Tre&llllr)', 
Treuury Department, 
Waehi~on, D. C. 

M)' dear llr. Gihbone: 

Baltiaore, •• 
S.pteaber 16, 11138. 

In Tiw ot the taot that I bad authority ~ tba 
Treaeury Deper1aent both to read and to publieb the etatamoat, 
Whioh baa bean 1111bjeot to the Calrpaip bpen41turee eco.tttaa• • 
inY .. tigaUon, all4 in rtw ot 1 te oODolueione to tba attaot 
that, I bad Tiolated the •eplrtt• ot the etatute, I earnestly 
teel that the 'l'rea111117 Depart.nt 1hould 11T1 to the preee ec.a­
thin& in oonthll8.t1on ot tha taot that I bad ~late Gthorlty 
not only by reason ot Circular No. 1118, but by Tirtua ot t he 
Suppl ... nt, to read and to publilh thl ltat...,t. 

You oun .. 11 underetand it wae not with any pl~e.ura, 
beoau .. ot IQ' lons trlendeblp with Saloator Trdin&•• that I llllp­
ported Congree..., Lawb; but I 414 10 beoauee I wu in aooord 
with the Adainlatratlon. 

I Wldaretand that tha Ci rcular plu• the SUppl-ent ""'' 
ie111.1ed by the Trea.ur7 Depa.rtaent attar oaretnl oonelderaUoa, 
all4 tha tind1J~Ce reaohed attar two jl.aobiou ot J.ttornaya General 
ot tha Un1 ted Statea. 

Aa the -tt•r atande now, by rtrtua or flle Caapaip 
lrpen41turee Ca.aittaa•e 4ao1e1on, I .. branded aa a rtolator or 
tha •epirit• ot tha ete.tute, without any ottioial atataaent rroa 
the Traa111117 Depart-nt to the attaot that I wee clearly within 
1117 righta both in tba r ea4iJll or the 1tat-nt to IQ' •ploye .. 
and ite publloaUon in the nnepapar•. You oan .. n - tha pub­
lic 1a ot tha opi.nion that I rtole.ted tha •epirtt• ot the atatute, 
and 1a oc.plata1y iporant or tha taot that daepite tba Nl1Jll or 
the Co.tttM, I did not Tiolate aTae tha •eplrit• ot tha aot 1n 
ao tar u tba intarprataUon or tha 1tatuta 1a OOilCarned by tha 
Traaeury De~nt. 

\. 
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h ftller wn., I wan no Jllllllo w tMw ~ 
, .. pre•., .u I '""" t~oe pre .. ~4 at 1 .. n - ,.,u~ 
a ltot-'• 11' lt eaa ba ~ tfta Ill'. IIDrpatlla, te tile 
o~. IJa ao tar utile~ Dal'U"-t h eoaeanoe4, .._, 
I aa olearl7 wl\lalll 11J rf.cbta uA I 414 an 't'lolate U.o •apirU• 
ot tho 1•• I faol I .. apl.7 jut1t1o4 1a Mlti• U.b NqUorl, 
1a Tl• ot tbo ol~tuooo. 

I .. -lollBC fOil bar.! U. OOPJ ot 11J latter to Soutar 
8bappar4, u4 llkwwl.oa a OOPJ ot no otot-t I '-til :rod aliA 
pabllllla4, 1a ortor .._, tho Saorotar)' ot tho !':roaarJ -:r haft 
botoro ll1a all tho taot.. 

I .. IMlooiBC oleo U.a prott.oa to -.., I roa4, wltllll 
aa Tubal, llolt wltloll 11 aoulltraw, b-11 I 1D toot -r11114 
till a laJipa&o bot oro I ut to rot it. 

I will approoiato tbo joint oooparaUoa ot Ill'. Oanoa 
au4 JOil:rlllf la tlllo •ttor. 

IIDI:BBB 
S~Ml•. 

38 
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S..\01' IIOrrU .... lltl~. ~ 
ou.atca b;Mttwne o..su .. , 
u. s. o.,sw1, 
WulllJic'Oa, 1),0. 

Deal' 111'1 

,.~ .. 
a., •••• l .. ~ 

Ill'. 1...,. <>• , - ot no t.ftfttcawn .r,.... o-tttee. 

..u .. w ,.~, _. ta .una.. eta\M tlln 1a a ....- Mltfti'M 

\ala rw.-1 ..,to,.uo no lla4 ... lant apta• lito s.awl'lal ... ttaq, 

alllll \lie J.aacMee oll..-GJ' .... IIF Ull tMteat .. tU.. .-pto,.ao lied Mill 

-1'811111 tao tile .. ,,." ot Ill'. ~· IIF ,.,,.. .. •-PJUII - •• .. 
;eotu- ta \llo r--.t aornoo, •• ta rt• til "'- lapltoou-. 

,.... o-t"oo .... au:t ... to 1- tt \llol'o •• a.,- jaotltlooU• tGI' 

\ Ilia ......... 

I( I ooi'I'MtlJ' U4 .. 1004 Ill'. a.-, 7W an abl ... nat uo 

por- al\ller witlloolt w wltllla \llo , .. _1 Sontoo, ~ -~ • .... -. 

...... , ........ ;en ___ ...... lt- ............ flit ,.... oe.ttwo 

• 
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tt rw no ,u,e• ~ ce wt.1 tile..,. •• Jlahca.,. 'IIF s..-.r 
t'JUIIP \o \be ettw\, b .Ua\-, I ._. t .. lMtcot ta 111F ..._.,._ 

la tbe 11\a\eaa\ n .. \11&\ \be,. _ _, Ol' -sty~ \lilell' ,.. •• 

u .. ..,._... .. ,.. ... , • ., ..... ta ,.,. ~. n •• • ... s .. , 
aM I foal I U. \llle l'latlt \o oppou llefoN ,_.. a-1\\oo ... t.rw. 

nat \lie •UN o1......_1 ... bart .. Mtwo l\ all u.o faa\ .. th 

ftMSIIP wwl4 llle tile I'Hill\ ot Ml ...... 18\o lcd'WwUa. I -. 

ao\ •-Nut \kle ftclr\, ... ,_.. o..dt\ae'o ... tat• ao la • ....._ 

that I bat 'l'lola,.,. no •.,tnt• ~ \be at•""· I - ao\ ,. .. loa w 

\be aoi'Nftaoaa ~ \lito 4ootolaa, '-' I foal ._. ,.. .. a-tttae 11-. 

ct.,.. tllo oa.pla\o ptat..n, tlloN wwl4 llaft ...... _ ,.Utattaa _...._ 

_. an ...,u, ,.... ,...u .... n.et .... 

.. u....s ... aa I 41 ... \lila\ - la \llle otnoo lllpt lie bollacot to 

tfta .. •• tllo Mftlllto ua-.u .. • Jlllt\loal M\l'l'ttt .. , a.e Doolbc 

\ho pN4U-loa ~ MIIOI'a. ._. ......... 11-. .._.. • _., .... , 111F­

pootUoa 111111\ lie la \llo IIOM\OI'lal pl't~, I \Mqll\ l\ a4'1'taalllo to 

aoaal\ \bo Aada\all\ I!!MN'-17 flit t bo 'l'l'euvFo \ba "-ttlllo ftOJI'DE 

Olllllaa, wt\11 \be ,...,... ot --.sat .. bla a4'1'too llo\b u to tllo wt..._ 

ot aalltaa U.Oll' a\taettw to \lao ,.....sat .. ~ ctiWlal' U. .._.. .... 

wtn •• ~-'· u4 at no - ttw , ... ,.....s.-,. fll __... 

tllo l...-b7 ot _., u to 111F .. ,..uta. I •U .. w •· 0111..._ 

41_ ... \llo WUW wf.\11 IIW. ... '- ll•ft.n .. ...UU-.ll7o ........... 
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I Aftlt a-.tt tM ,..,._. na'-\ te Ida tw a,.nal. ftte I a._ 

n.u-. nat lie •• et -- tJwe w Ml ... Uf\11111C nat •• ... e\rte\~ 

u aMHI wsn tile ..-&Ill- ot .,... ne Olnalu Mil •• a.,.• '· 
Be hle\M a et-.,le -~ ........... - IIIIM\lt11tl•l Mil tllu 

HI'I'M,Ho It ... ,_., It •• la ... H W lie a M'hl' M\wHa .. -

plo,eee ... • oe17, wttll • ttee of Jlllllllaau ... 

i'r'HNtDC nta •'-"-'- ue ta aaeo .. wst~~ .-t I _,.,.. w 

be tba proprtn, ot thl-.a, au ta clotane .. te e-tor or,tt..-, I _, 

to hle otn .. w ln bta taw of ,. tat_.l• w apport bte opt• .... 

toud r.,.,.., tllr J:ata. Ia tllle •-•nnln I Wld bta I ut..W w 

a4Yl• .. a.;plOJ•• I -.. tor Lewle, aM *F I ... tor Ua. Be ..... 1_.. 

.., rlp' to to Ute. I toU liS.. 1A ,. J-'a ••• tt _. ,..,..., twtt-

ttet u I wu '111 .,.,l:aorltJ ~ tl:le '!'rea_, De~. 
SMrtl.J' attar re&o~tac t» eto.._t, tba Jftel Mal't a-.. tt 

aa& ... , .. a ""' I ... "' • tu u tba JlftH •• _..,..., ...... 

bntac DO tawau• u 'be Mclu.lllc or JllllllllbliiC na ... , ... , ..,. 

• awtl:aort'J' ta r.n t• th ,.ns .. u ... tt ... wtn~~au. ne ..-

....,._ I cta\llJ' to -•U•t• ... , tt a;;net t lla4 at._ aet ..... ,...,.. 

•o -·• tba 1'-'neatn Ia , ... Jllllllll .... tllet I W 1111'111. eii;Pl.,._ 

w a,.rt L..Sa, ftle Jllft"l pale_. • rll_.laul)' tw ~ tarel 

,,. Jllllllle u.wt-. two tatwe 1111 nnt, nat I w .... ,.,... w te­

llul tor L-s .. Mil.....,, •*' t la ftnl W •-nl .. -...1.,..• W 

Regraded Uclassified



4o Uhd•. Ia .._ \II&~ tile ,_blla .... bw \lid •t-..-. 
the Oallo, 1: .oqbt ... eMd ... •tborttw ,_ tllo ~ Depan­

••• \0 JNlMM \be na\-llt \a \lao ,.._. 

I llaYe ct- ,_tile pt.Z'\IIIIIUN la tn.tl. T• llaft \be 

nat......n, t•nber wttb \lao Pft'-• T• llaft • atrl taY!t, wttt• 

-t61u eiiCIIIIC otllar tllla&a. \lie nel\al \be\ I_. aatMftM4-. 

- »alftall\ _ ....,. ot \be ~ to Ne& tile "'"'---'• u4 

br ... ,,_ A .. tnut 8eol'e\al'1 fll tile 'l'fta_.., to ,abUlia tbo ... ,._ 

.... Tho~ ot., ba...t .. M\atDM •norur lletb tone& ... to 

publllll, -u llaft "- o'll-.tD04 wttb-' 4otq w 4tttt•1tr "' ,_ 

a-tUM trc. Ml'o Ol 'bbou _. lfl'. Oan• ot tile,._...,. Depaft8o .. , 

botoro ,_ u-s rn sa tat r !1.4 Ylolato4 tbo •e~trtt- ot tM 

JJCr clhacrta, tr I ar bo ,._tuo4 to etate u, h tlld ,_ 

a-tUM •tth the tllt-ttoa -ur obte.l•'lllo, lllcbt llaw •n• 
palllo4 rov tlDIIt- • wttll - otaHMat t• • bohaU to till otfM\ 

t• abe\uoo \bat I lla4 •• ~ liOtb to ne& _. to .-u• 
tbo o\a'-llt J h oM&. I • eowr w tit "' ,_ a.-l"- u • 

Ylola\or ot tbo .,~ ~ wttllon a o&ll\UF _. • ,_JUt 

ot.u-u •• 

I olMOIWlr fMl I • oatlU.C. -at t >te lato ..... to • 

n.t-n ,_ ,_.. 0-'ttea. *lila ta - - at t.ut, wtU 

, ... " 1-... ,. 11 -~ .... , , ... - , ... t ....... 
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I ban ulr»4 )'Oil hen to talk to 7ft &bolat a •tter thet 

OOilOel'lle JOU a• .. plqeee la the tatern&l Re- SerTioe ae wU 

ae ~"lf u Oolleoto:r ot Intel'll&l Reftaue, aid what I a about to 

e&J' to ,_ I aa J!Qtti.JIC 111 w:ritl.llc 111 01'4e:r that tben _,. be 110 

at ft114e:ret&II4111C, 110 alelllta:rpnt&Uoa, u4 110 alaqllotaUoa. 
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I ban aaked rou here tor the purpoaa or diacu .. lll& with 1011 the 

purport and afteot ot Departaent Ciroular #018, promulgated Augus t 2, 

1934, auppl ... nted September 10, 1934 det1ning the political activitiea 

ot Tr easury lmployees with epeciel reference to the forthcomlng Democratic 

Se natorial Primary to be held throughout Marylo.nd on Sept...,ber l2tb next. 

I 8111 " d4r .. eing 111aelt eole1J to De110orata, because none other can par­

ticipate therein, and eolelr to D~oorata not under Civil Service. 

I u aaawoing that nona ot you are at tbla t ll:te holding anr other 

office and t hat none or you are candi dates tor political office. 

You o;nd I are detlni tely tree t o vote a s we please and arll like­

wise tree to openly e xpress our preference tor any candidate tor united 

Stutee Senator. You and I have the unquestioned right to retrain f 'rom 

voting it we eo elect . 

You an4 I can make campaign oontributlona voluntarily, but oot to 

a pereon in the service of the Governrr.ant. You and I co;n J:l8ke speecbee 

provi ded t hey are without ottensive pertizanahlp on publ ic questions . 

You end I are t ree t o serve ee delegatee to the State Convention. 

You and I have no right however to uae Government t ime during 

ortice houre to e ngage in political aotivitiee. You and I can neither 

eolloit nor receive 1n anr l'ederv.l building 110nay or other t hings ot 

value tor any political purpose Whatsoever. 

Wi t h thia brier resume or the defini te things we ere free to do 

and the definite th!JI&a wa are excluded trom doing, let ma .alee thh 

turthe r at .. t-nt in raspoll8a to a quution lfllioh 11&D7 or 1011 han aakad 

Regraded Uclassified



,.., "'lhomwill I aupport tor Unihd States Senator In the primary election 

on &epteaber 12th"? I am willing to anawer this question det1n1tel:r, 

name the person and state the reasons which lapell ate to atake a choice, 

wHh the di sti nct understanding that you aball bo tree regardleu ot any 

preference I may have to t ollow your own Inclinations and vote tor the 

candidnte ot your choice. 

Those ot you who were appointed by my predecessor, Mr. Ray, when 

be came Into ottlce were In tact sponsored by poreono who were definitely 

I n accord with the pollclea or the ac!mlnlstratlon. 

You will recall that when I came Into ortloe In Septeatber, 193~. 

I re-appointed all or you , and thi s was In complete accord with the wlshee 

or your sponsors, who together with others, were llkewlae my ~mo aponaors. 

You know, or course, that my own is a Prasldantlal appointment and aub-

ject to senatorial cont1rmutlon, When I came In then In September, 193~ 

and you ""re ell covered by blanket re- appointment , our sponsors, and I 

were beyond question In c~plete accord on a~-dnl etrnt lon pol icies. 

N~n with r egard t o those ot you who have been ap~ointad since • 

.Ul or you, with tew axoeptlona, have had the same aponeors. I have 

acquiesced In this sponsorship with the tond hope and tbe keen desire 

t hat aor.le how, 1n some wa,y, one or your sponsore and one or mine nlgllt 

continua to support .. t l east a 1118jor portion or adlllnbtn.tlon policies. 

I t Is now manifest thut t his I s not the case. So when I came Into ottlce 

all ~ sponsors ware with t he administration. It some ot tbem have seen 

tit to change their attitude, I see no reason ""Y I should be perau.a4ed 

to alter mine . Consequently, I shall support David s . Lewle ror United 
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States Senator i n the 

Tbia attitude ot 

l etting you know my poei 

understOOd ~lw.t you a r e 

' • 

12 t h prl•rr. 

by repetition, i e tor the purpose onlJ ot 

and the reuon tor lilY choice. It 1111et be 

have cOIIplete freedom in llllllclng your """ 

choice , OiDd whether t hat •""'• 1a in accord with ml.u or contrary to 

aine auat reat tiDally you. It aut be under stood, al.so, that you 

are tree t o exerolaa your c i vic r1gbta and dutiee aa a cltlzan, 
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~t 23, 1938. 

Returuld II¥ llr. C1bbou froa llaatbaaptoo 
aooT'<IVIIIl except t.bat be IUQ&It.ed t.)M oa111100 

t.he laet e.nt.eoca in tbe t.h1rd paracrapb oo 
1, r .. cu.na •• tollowea "'ou and I be .. 

ri&bt to unott'anei'f~ a .. lt tbe aid of 
ln bllpi.D& t.be candidat-e ot our cboioa. • 

alao au"aatad oba.Dii.D& t be lut liM on 
1 troe •tbl CWitoa Bouaa• t o "110' l"adaral 

lalLldiD&" - both ot which eerd-te are not.ed 
the copr ot Mr. Maeruder•e ..-rita attached. 

Tbe orl&iDal papare ware returDid to llr. 
icbc•ene..., iD lD t.erDal ananue direct., be and 

• Cuter ba v1.n& been adrlaad 1!7 pholla. 

40 
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.--TAifT IICIIETAIIY M llf[ TltrAIURY 

t I 

.. ~ !9 llr. GU.to.. t'r. IMt.I!Mp\aa _,.. ..... _,, *' - ...,..w l.lle .... , .. 

.. lu' --- ia .. Wft pancrafll -
1, r .... M fell-· -r.. Mil I line 

ritll' M -rf.A•eliJ' Nell tM aid ol 
111 ., ...... ='""»toe ot 0011' .lee.• 
_,. .... •"'•11'11 t.M laa\ U.. • 

... ~ ......... ,edol'al 
~IAIIJ .. • - ~ ft1ola np• X\e U'O 110\ed 

l.lle =w ot llr. •• ~lui •ltaoblld. 

Tbe .,.~,...... ._ ntur..S to Ill'. 
111 b~ ...,_ cllnol., be -

• Cu\er ba•lll& liMa odrtM4 - pbaM. 
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ASSISTANT SECIIEI'AR'I' OF THI TRI!AIURY 

I aa aUac!tlJII _..... et AllpR l"ll 

llr. C&rt.ar, AoLJ.q eo-J.oalo•r ot Iat.ar.al 

Re•·-•· eocloatao~ a latter ot A11pat. 17th t.e 
llal .. ra,, abo 1a al>aaM ot covM, troll 

Jlair.adar, Collector ot ~or.l ..-,_. at. 

tocat.llar oltb a at.&'--& raprd.Uc 

•U.JLU<COJ. &~b1Uoo Obicb lla pl'lpDIU t.o 41a­

o1t.h t.M Ollplo¥- ot b1e ott1oe, ....S 
wbicb be baa ..,..._u, 11M ceawareat.loa 

Georc• Sc.bo ·m· pho·r • th1a =-•• 
c:&lla4 -~...u- to t.be tao\ t.bet. llr. 

lc.adoor 1e ••IWI& tor • re~ wit.bia 48 hoolre, 
aa •ftlllla& t.b1a t.o ,_ ll!r apect.al c1&llft17 

Lba IJUii&Ot.~ t.'-' 0 lt l)OOA1hla0 JaD 

• lloodal JIOt'D.Ia& ...S let. • lalow wbat.ber 

at.at.aeeat. ••t.a olt.b 7our ·~· o,_ 
ot adYlco troll ,.,., I wlU &4•1oo llr. 

ll!r ~-

I aa at.t.aohiq tor 1_.. road.f ret­

extra CO/# Of t.b& S.Crat.o.t')' to ord&ra oa 
..U1,101U Aet.lYlV• 

' 
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A"Pft U, 1 .... 

.U.C t PU 

I u t....t""'- lw....ttll a 1 '•tl• ll<!c!NMM 
te \1118 etr ... ....., •• et Aapo\ 1f, 1111, • cau..-. a. a. Nsz ..... ., • ~ eeu..u. outrift, wi• 
=el1111 eta._. *leloM ,WI$1111 te _. te tile ......... ,, -. ~ Dtawtn sa...._. ._,lilt' w-en-t• at ,_17 lltlplata.. -..s.c ,.uu.-1 .. un-,. -. .. 
a..W... J\ will M ..... tllat lire *C I hu ..-s-.. 
tUe "''--' "..,. mas., De.,...... ......,.. ..._11, 
u ttoe nnlt e1 • ~ _.. t.e Ilia "' 7 .. sa ...._ 
tat,...-~ ...... - .,,,., l'iJ " .. lete ...... _ .... 
at ta. ••'-'- Ia y.- j•"c ?0 eh..U lie ..SttNo 

n.1a ettt .. lllal .....s.wt ~~~'• *II I '' ~pnU otete-•-'- ... ., .... ..sat• .... , bh' ...... s..., ... 
NGalaU- h a ,.,_ -• ... '" • M t11a , • .._. 
~~u ..._ ""...,... sa -*"- wit~~ ~ ... •"- 1 •• -t~~at \~>ere 11 • ...... ~ *• .m .. -..u .-.e•• ..,_ 
ph,..S..., ., .... *'"'•'• akiJI& .. *' ... " ...... 

a Wllll .. ....,. u.a c.u..-. .....-r IIMli'M l..,..__ 
u. -ratac *18 att~ar wtWa..,.-' raa-. ... t.- ....._, 
... 1 •at• be pl ..... " ...... ..,_ ._,.. at,_ ....,. .. sa 
\toe ,..s- sa _..... tat hie .,.._, -.y lla oc:••U .. withe 
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TRL\SURI DEPARrllm 
lJ1t orDAl Reve1111e SerYice 

Ba.ltaore, lid. 

ot tbe Collector 
ot ll&r)'l.aod 

PB!!SQII.lL 

Honorable G~ T. Helver!D&, 
Co~aioner ot Interoel R.renue, 
lreahington, D. C. 

M;r dear llr. RelverJ.a&t 

J.ucuet 17, 19)8. 

lD 'fiew of t.iw fact that on the 12th Of Sa~ next t.iwre 
wUl be a Onited States Senatorial Pri.Mey ill .. I'Jland., and tha . 
eapl07eea ill thia ottiee &re being dai.1J' S.portuned bJ' candidat es 
tor support, applicable pertieu.larl3 to Senatorial Ce.Dd1datea, and 
1n view or the turther tact that Application Cireu.lar f!Sl8, pro­
.W.gated August 2 , 19)41 suppleaented Septeaber 10, l 9J4, de!1nitel3 
lillits the political activities of tba Treasury Eaplo;yeea, I have 
1n IliAd the thought that I ahould cell the employee& attention to 
the Dep&rt.Mnt Circular abon llo8Jlt1oned 1n order that the extent or 
their politicel activities ~t be eellad to t heir attention, to 
prevent trana~eaaion. 

lD thia coDDection a DWtber or t he •plo7ees 1n this ottica 
have asked M rq own poeitioo with regard to the two OD1ted states 
SeDatorial C&DelicSatea 1n llaryland.. ODder tha circuaat&DCes I f eel 
coostraJ.A..S to adrlae thea detinitel3 rq poaitioo ill this •tter. 

I recent;l3 diseuuad this Mtter with t he Booorable Stephen 
Gibbone , Assistant Secretary or the TreUIU')', aDd he CODcurred 1n 
this suggestion. lD fact , be suggested t hat &JV' thing I ai&bt f eel 
oaceaaa.ry to be said should coae tbrouab reJUlu cb&DDela, and tben 
to be suhllitted to hill for appron.l., with the uudarataudlog that he 
wu privileged to delete whatever 1n h1a Judpeot should be oal.ttad. 

I am enclosing wha t I ban prepared with t ha request that it 
be t raDSllitted to llr. Gibbone. I urie proaptoeas 1n this r egard, 
1n tact I would like to have a replJ, it obtainable, within tha 
oext 48 hours. 

IO!Ihl!Xl 
Encl. 

Very truly yours, 

(Sgd) W. H. Magruder 

II. H. IIJ.GIWDIR, 
Collector. 
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'fi&.UIOU tVAiftl8r 
Wv..l .. .,_ 8en1oe 

lle.l\looora, 114 • 

of \be CoU~or 
OU~rJLG\ Ot loi')'J.Md 

''''?'tr 
BoooonlaUI QQ;f 'f. Rabor~.a&, 
cO-iaet_.- ot lAteru.l llfoyawaa, 
loo~oe, D.C. \ 

., .s .. r 11r. llal'roraca 

.&Jipe\ 17, 19)1. 

ta •1" ol the tact ~t "" the 12th ot S.~n> • MIZt t.baro 
•W ba a 17oit.oel Statea Saoatorl.al Pr1MI7 1a _,.laM, ...S tbe 
-.107- 1a th1o oltico ora bal.aol da~ ~tu11od ""' oaM!d.otao 
tw •pport, &;>pllCOblo part1oulor.11 tO S-torl.al Caadi.d&tN1 ao6 
1a '11" ot t be turtber tact t bat .l.pgllc•Uoe C1rCNl&r i 518, pro­
.W.Cahd Aupo\ 2, 19)4, "'Ppl-ed Sa ,JtMbar 10, 1934, dol1oUol1 
liaito tiM pol.1Uco.l aoth1Uu or t.ba 'frM<JUrJ ~aea, 1 be•• 
1o eiad tbe ~bol&&bt tbat I abd!l.ld call t iM a.,X.,a .. au•uoa to 
tile Doper'--\ Circular a bo•• -uooed io ord.er ~t tho ut..t ol 
41o1r ,POll\lco.l ac t1'r1t1oo lll&bt llo call ed 1.0 tbo1r attoDUoa, 1.0 
'P¥•-- t.raucr•eeioa. 

ta thio _.ct1oa a OlloiiMr. ol tba -.lev•• 1o l.bio office 
ba•a ulled • 07 ...,. poo1Uoo • 1tb r o&...-4 to tbe t.wo 1711.1ted statN 
S.OtorW CorMIId.ot .. 1a lkr71011d. 084or tiM cire'.-to~~coa I !oal 
coutnl.aed to edrlaa u- do11o1tol,J 07 poo1Uoo 1o th1a •ttar. 

I r -\1.7 ;!1~ tbio M ttor oith c.be lloDonAla StoJ>b­
C1bbou, .1. .. 1naat S&crau.r1 of tha Tra..o1U7 1 ao6 ba coecurrad 1a 
tb1a ..agaoUoa. Ill tact, ba •:.~U••tod tbaL U1J tb1oc I ai&h\ f oal 
oecao1U7 t.o ba oa14 abo\>.14 c- t bro"'h rocu!ar ch&ncal.8, ...S tba 
to ba oukttted 1.0 b1a tor a pJiii"OYal , w1t.h t.ha uedarourw!toc ~t ba 
waa prbUaced t.o daleU wbQnor 1a hia Jed&-t ebo.WS ba ooitted. 

I a o oocloo~ ~t I ba'l'a prapar..S w1Lb t ba re~~aat ~t lt 
ba traue.l.tt..S to lr. Oibbou. I va• Jlii"OOPtoooa lo tb1o racard, 
1o tao\ I wOII.ld liU to ban a rapl;f, if o'bt.a1oab1a, dth1a tba 
ooxt 48 hoo&ro . 

YV7 ti'IU;f JODr01 

(S~) I . II . .. p111iar 

' 
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!RB.LSUBI DIP.&RI'IIIIft' 

lllterM.l Rennu SerY1ce 

llal tlloore , 1114. 

I ba .. e aalted J0'4 hera fGr tlw p&rpc>M of diacusillg with 7011 

the p&rport aDd &rfect of Dep&rtllent Circular IS18, prOCllpted 

Aupat 2, 1934, BU.ppl-ted S.pteaber 10, 1934, definiD& the political 

&Ct1'01t1es of !reuu17 laploJMa with apacial. refenmce to tbt fortb-­

CoeiJI& Dellocratic SeDatGri.al Pr1ar7 to be bold throughout llar)'l&Dd Oil 

Septeaber 12th DeXt . I aa addrua1Dg II\7S&lt aolelJ to Duocrata, ~ 

cause DOlle other can po.rtic,ipata thereill, aDd ao1elJ to DeiiOCr&ta not 

under Ci'Oil Service. 

I aa aaauaillg tbat 111:10e of ;you ara at thia t iM hc1dillg UJ!f other 

office and that nolle of JOU are c&Ddidataa for political office. 

lou aDd I are d&riniteJ¥ tree to vote u we pleue aDd are 

11kn1ae tree to o~ upr .. a oar prater&llCe for UJ!f oeM1data tor 

ODited States S.Utor. lou aDd I ba ... the ~~~~q~~ .. tiOiled ~t to ratraill 

••• btw :AFef obJwra k 1 ' rtn1 t~s It I r s ........ . 

lou aDd I can -"• oaapai&ll COiltrihutiou 'OoluutarilJ, but DOt to 

a paraou ill tbt aarrtc• of the GovarDII ... t . lou aDd I can .aka apaacbta 

prodded tbq are nthcut off&ll81va parti..,..hip on public quaat1cu. 

loa aDd I are tree to ...-... u deleptaa to the State Collveutioe. 

l ou aDd I bava DC ri&ht hoeevar to uae Gl>wei oat tiM duriAC of-

!ice hcwa to 811111'&• ill politiq&l act1vit1N. loa aDd I ..., Mitber 
~,.,, .. (. .. ,, ~.,, 

aoliolt DGr r.cei ... ill 1ll!w ' ' 3 II IIODII\7 or other thillga of ft:lu 
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for ao;y political purpose wbateoeT&r. 

lfith this brief rest,.. of the definite thiDa• we are free to do 

and the definite thiDa& we are excluded froa dol.D&, let .. 118lte this 

further atst81118Jit in response to & question which a&1Q' of 70U b&Ta &Sl<ed 

,.., "Who will I support for United States Senator in the pl'iJI&r;v electi011 

on Septuber 12th"? I run willing to answer this question definitely, 

name the person and state the reasons which iapel ae to aake e cboica, 

with the distinct understanding that you shall be free regardless of so;y 

preference I uy have to follow your OWil inclina tiona and vote for the 

cacdidate of your choice. 

Those of ;vou wbo were appointed b;v ~ predeces sor , Mr. Ray, when he 

came into of !ice were in fact sponsored by per soDS who were detini tely 

in accord with the policies of the administration. 

lou will recall that when I ca-e into office in Septeaber, 19;35, 

I re-appointed ell of ;vou, and this wee in coaplate accord with the 

wishes of ;vour sponsors, who together with others, were l i kewise ~ OWD 

sponsors. lou know, of course, that ~ OWil is a Presidential appointment 

and subJect to senatorial confirllation. Wh&ll I cue in than in September, 

19:35 and you were ell covered by blaul<et re-appointaeni, our sponsors, 

and I were beyond question in coaplete accorCLon administration policies. 

!low with regard to those or ;vou who bave been appointed since. All 

of ;vou, with fn exceptioll81 bave bad the eaae apollSora. I ban acquiesced 

in this aponsorship with the fond hope and the l<e&ll desire that .. ~ .. bow, 

in soae wa;v, one of ;vour sponsors and one of aine Jd&bt contimle to support 

a t least a •jor p~~rtion of ada! n! stretion policies. It ia """ -.nireat 
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tbat this ia not the cue. So when I - into office all ~ aponeora 

were nth the •delnSatratiOil. It - ot tt.. ban 8MII fit t o obaqe 

their attitude. I aM DO r•aon wllf I abould he perlN&ded to &liar Pine. 

C<>naequentl,y. I ab&ll support David J, Lena tor United state& s-tor 

in tbe Sept ... her 12th pr.l.ur7. · 

This attitude of Pin•• b7 repetition• ia tor the purpose oftlT of 

letting 7ou lalow av position and the rauon tor ~ choice. It wat be 

Wldaratood tbat 7ou are to bave coeplete traedoe in ll8ldne your own 

choice. end whether tbat oboic• ia in accord with Pine or colrt.r&%7 to 

Pine euJJt rest finall.7 with 7ou. It PWit be Wldaratood• alao• tbat JOU 

are free to exercise 70ur civic rights and duties aa a citizen. 

48 
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rwaou DII'A.Itt'llm 

lat.-.1 ...,_ SUYlco 

lal.U.Ore, ... 

I llaft ..a.. ¥11Q to.ro tor t.to. pvpoM or cllacQoNt.c wit.ll,.. 

t.to. parport. Uld affect. ot Depar-t ClrO'.tlar 1~11, ,.--•tpW 

Aapat 2, 19)4, ... JIIln•t.ocl Sop\MIIer 10 , 19)4, clott.alac t.to. ,ollt.1oal 

ac~1•1t.lM of t r ...-..q ~- •1t.b o,.c1&1 rwror•c• t.o t.to. foRb-

-t.ac o-ocrau.c SoMt.ort.al l'r'aor7 t.o M llal4 t.hroQC!Iolat. ....,.lud • 
Sopt.eUer 12t.ll ae&t. . I aa Udruatac ,.. .. u eolol.J' t.o Doaocrat.o, ~ 

cellae ,_ ot.llor 0&11 parUclpa\a u..rat.a, u4 .. 1a1.1 t.o Duoont.o 110t. 

Gldar CiYll &erYlco. 

I aa ......UC t.to. t.- of ¥• are at. t.llla tiM bol41a& OJ>:/ o t.llar 

offlce Uld t.to.t. - of ¥OQ are caadldat.o• tv il0llt.1cal off1oo. 

YOQ Uld I • ro .S.tialt.al.J' !'roo t.o vo t.o aa wo plMa _. an 

troa •oU.C 11' " "M elM\. J• 1 I heua \tis •lets• • auff lsllll; 

IIIII .... tlf If etktPI k I l; '4 , .... 

a pu u• 1a t.be Ml'T1oe td \ba Ooww MID\ . Iou aad I oaa .U. a;seu .. te 

I• Uld 1 aro ttoo t.o ....... aa 4a1opt.aa t.o t.to. St.ot.o c. ... t.loa. 

Yeo& Uld 1 to. ... DO rl&)at. boe..,or t.o uao ~...-t. t.a- doarlac of• 

flea baoan t.o -.ao 1a pollUcal act.idt.1N. leo& Uld I - IIOlt.bor 
"t:':: )..k. --.l. /...:.J..J..~ 

..Udt.,... ,_1.,. laf-~ 11 a· MM1J or ot.llar t.bla&• of ..u .. 
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tw ur pollUoal JIIU'jleee ollauonw. 

IU~ \bl.a llr1et reo l8W .r \lile ~laUe \~~Up w .. hae M .. 

_. ~ 4atla1\o UUp " an ~..-.a hae ....... !A • _. \~ 

tl&r\liler ~...- 1A rNpoua \o a '<-'ioa ob.lu ~ et 7W ....,, ulla4 

•• "WM oUl I ..,..., ter hUM 1\aU. s-'- 1A \lile lll's-,- elHU• 

• Sap.._._. 12\11-? 1 .. wnu ac \o -· t.b1o quaat.l.aa dotlait.aq, 

- ~ per- .... -U ~be r- ohloll 1afal • \a .... o abolca, 

rl\b ~ .U.Uut. 11adan~t..~ U.t.7W e!lall be hae ~ ef .... 

prato....ca I aq !>Aft \o f ollow Tf!IV - taclt•Uou .,.. ft\a ter \lile 

011141dat.o ot , .. cllolco. 

~at TOG oho awe oppoiat.ad 11r ., ,.,:~-aoor, lr. a.,, ·~he 
- la\o ottlca "ra 1A t oot. ·~ b7 111r- wbo were 4atla1t.aq 

1A aoc:ori with t.be pollchl at tiM •d•lnlnraUaa. 

lw oUl r-u \lla\ •'- I - iat.o ot!loa 1A Sa; ....... , 19)~, 

I n-ajlpoiat.od all et 1•• aad t.bia -. 1A oOIIplat.a .-1'4 dt.b \Ill 

alliiN ot 7011r •a-auro, •he t.ap\ber •Uil ot.llar•, ..,.. l a.oiaa ,. -

o,..oon. lw a-, ot - ... t bot. • - 11 • Prul.s.t.ial. ·~·· a 

aad ... ~J* \o -t.orial. ..t'traoU•. llllaa 1 - 1a "'- 1A Sap......_, 

19)~ aad 1• ware all oo•erad 111 blaallat. ra-.ppolat.oaat., _. opouon, 
.... I II!"' ...,_. <P~M\ioa 1A ; 1a\a aocari • nd=t•tot.roU• polb1•s 

... ri\11 ro_.... \o t.haoa ot JW obo hive blao appolaad o~.AM, .lll 

ot , .. , .Uil tw uce!*ioao, ••• 1114 ~ - 1poaeor1. I llaft .... 11111' 

1A t.hlo •.-nb.lp rlt.ll t.laa toM..,. ... t.lla - dea1ft *'- ... 
1A ·- -.,, - .r 7f!1V Opoaool'l aM - ot aile ~\ -U.. to "hI ' 

at 1-t • -~ ,...u. at ·='•'•t.rot.loa palld.N. n 1a - -u.-
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~' cad.a u •t t.M - · 8o •bell I - ia&o .tt1oe all ., ,., • •r• 
_. ei~ t.M ~tJ.oe. U - .t t.Ma ••• - tl~ \ o otssp 

\Mil' a\tJ.'*'-• I - .., reoooe •llir I •"'"11 M ,..r'lded w alW> at.. 

c-q-U,. I aball ..,...\ Dartd I . x-1a t w Dlai.W hawa a-._ 

111 .... a., ..... 12~ priMr7. 

Tbla •UUII<Ie .t at.• liT ... pe\1\loa• lo tv \laa IIU'JIOM eaq .t 

U\UIII 7• a. .. pH1U oe ud U.. .._ t w _, Ulolce. I\ _. 11o 

Wlderot.ood \!Ia\ 1• .... \ o bo" a , l a \o Crud= 1a .us..,. ,..r -

ollol ••• ut •u..r \bo\ obo1oe 1a 1a ._,.. wU;b at. er oaet.rarr \e 

at.- roo\ tiMUr n\b JOIO. n -" 11o .-.ra\0011. au.. U.\ ,... 

are tree t.o u e'CU<t JOtU chic ri&b\0 ud cllaUoa u a cU1- . 

Regraded Uclassified



lOB RWl ' SI, liOBilllO IIDP.&PD&, 
llo~, September 12, 1938. 
9/10 38. 

PreBB Sei'Tice 
llo. 14-51-A 

... 

Secretary Wor«enthan toda7 made public the following letter 

to Sonator Morrie Sheppard ao Ch&l.rman ot tho llpocieJ. Committee to 

Invoat1gate CIUIIpaiCD lxpondi turea of the Son& to 1 

0 
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TR&ASURY D.SPA.RTMZNT 
Washington ,D. C. 

... 

O!!ico of the Socrotary 
0 

September 9, 1938. 

0 
p 

y 

Yy doar Senator: 

Noticing on ll(lf return last wook from •acation that during ll(lf 

absence questions had boon raised bofore your committee as to political 

act1vi tics by Troaoury employees , I wrote to ;rou sending you copioa ot 

the regulations on thi• aubJoct ~bat I bavo ianuod for the guidance of 

1\ll amploycos of this Doparh:ent. 

The eubJ~ct is, ns you know, one in which I ba•e taken a great 

doal of interest ovor oince I acsumcd m¥ pro aont duties . I have been 

I!JUious not only that all employees of t his Dapartmont should abide both 

by tho letter and tho opirit of the law on this subJect, but that tho1 

ahould rot'rD.in from takir>G any pos1ti?n or committing any acta whoso 

propriety could bo quoationod in 'View of t hei r reaponaibilitioa aa 

reTom»-collect1ng ngonta of tho Gover=ont. 

Investigation• which I cnusod t o be cado in 1934 rOToalod out-

right 'Violations of tho lnw w1 th r ecpoct t o ool1c1 tntion of poll tical 

contributions, ond ae n r esult sovornl officora were required to r oaign 

lll:d diaciplinnry nction WM tN<on in othor caaeo. Tho regulation• which 

were issued following the first of those dOTelopments d~ed atrict 

obedionce to the l aw aa it was understood in the Treasury Dcpartmont 

and also establ1 shod r o,"(Ulat1ons for Tronaury o~:~plo100a more eXMti!ll 

in a nllllbcr oi particull'ro than tho stntutes, ao you will no doubt have 

observed on rond1116 them • 

• 
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I!Dporta in the nowapeporn, howover , lood ao t o boliovo that 

tho poa1 t ion thnt you have token on ono ao.ttol'-thnt of polt tical con-

tribution- diffors froo thnt tokon by the Tronaury Depa.rtoont. Tho 

aupploaout of SopteJOber 10, 1934, to Departnant Circular No. 518 of 

AU-,"Ilet 2 , 1934, contains t ho followi~~g : 

"The instructions conto.!nod in aaid circular should not be 

conatruod: 
••• 

12. To prevent art:f auch oaployoe fron voluntarily 
contr ibutin& to t he C>ll:lpo.!gn t\lnd of the party of hie 
choi ce, if such contribution 1a nnde freely l!Ild without 
eoarcion or icproper eolicitation, and ia not ~de to 
n per son in tho aorvice of tho Unitod Stntea.• 

I ot> lod by report& in tho newepopera to believe that your 

poai t ion ia t hat the l~N forbids nny political contttbutiona whatever 

by J edoro.l oaployoes , who thor modo und or theae voluntary eondi tiona or 

no t, end thnt in arriving at that poeition you have bean gu.idod by the 

proviaiona of Section a 208 and 2ll of Ti tlo 18 of tho U. S. Co do, which 

forbid, roapoctively, t ho r eceiving by a r odoral officer or cnnd1dato 

for l'edoro.l office of politico.l contri butiona froa Jodoral ecployeea , 

end tho .;i ving by l'edero.l eaployeea of poli tico.l contribution a to a 

J edornl officor or candidate tor otfico. 

In taking the position that neither of these secti on• ia 1~ 

tended to prevent the making of voluntary contribution& to party ca.­

poign tunda by Trenaury employees, wa hava been £Uided by deeiaiona 

of Attornoya Oenernl in prior Ad&iniatrationa. Both aection• are de­

r ived !rom proviaiona of the aeme import in t bo .&l::t of JanutU")' 16, 1883, 

54 
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(22 St:.t. 403, 406) which was construed by the Attorney Gencr~ in 

1896 (21 Op . Atty.Gon. 298) . Tho Attorney Goncrol stat ed (at page 

299): 

11 It is well settled that tho intention of thia 
act wo.a not to forbid voluntary contributions for 
poli tiel'~ purpoaoa by persona in tho omploy of the. 
Oovarru:>ent, but to protect auch peraona !rom solici­
t ation or coercion with roopoct to ouch contributions. 
Knowing t he d1ff1cul ty of dotoeting the nctuol oper,.... 
tion of ceono and influencoa wboao omployment had 
bococa n public ovil, Congreoo oboolutely prohibited 
tho GOlicite.tion or rocotpt of political contribu­
tion• by all persons in the GovOrlllOCnt aervtco in t'IJ¥ 
plnco or in any way, end forbade auch oolicitation 
or receipt by nny person in any roou or building 
occupied in the eli echargo ot officir.l duties. All 
who =o in tho Govornmont eorvico o.re thus protected 
~ainst tho possibility of o.otunl coercion and from 
thnt of tho coercion implied in tho r elation of tho 
poraon soliciting or receiving to tho Oovornmont or 
implied in solicitation or rocoipt in e. public office; 
but Congress did not nttempt to prohibit solicitation 
"-' or payment to persons not in tho Ooverneont eer­
vtco otherwise than in Oovornmont offices. • 

Tho pooition of the Attorney General in t hat opinion was reiterated 

with opr rovo1 in (1902) 24 Op. Atty. Gon. 133,135. 

lo hnve been unable to find i n tho regulations of the Civil 

Sorvieo Cocmisaion wt t h respect to ocployooa in tho classified aor­

vico tiDY further guidance on this question of voluntP.ry contributions. 

I reunin, o.s I hnve nlwnyo boon, dotorcinod that tho conduct 

of Troooury employees aholl bo nbovo ropronch in any respect as to which 

I have tho right to act under the low. I nc (lJlXioua , thor oforo, to 

he.vo all authoritative guidance poaai blo, and I would bo ~::lad to have 

you io.dtento eny r espects in which you think the lict ts of poll ticol 

activity porcieaiblo t o Treasury oaployeeo hnvo been transcended. 

5!3 

• 
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In nddi tton , I would a81c: 

(l) Ia it your view that the Trea.ury r egulat t ona, eopiee 

ot which have been eont to you, porml. t acta which are 

repucnant to t he letter or epirit of the l aw, 

(2) Do you contend that it it a violation of the la. tor 

a 7ederal employoo to aake a voluntar,r contribution 

to the csmpatgn tund or to the cenorol lunda of a 

political party, 

(3) Ia it your position that it it a violation of tho la. 

for auch an employee to aoko a volunt ary contribution 

to a fund which ia to be ueod tor tho purpoae of ~ 

vocating a partteulo.r ~ndl ~ato for lederol office in 

a pr!.mary campaign! 

I aboll greatly appreciate hoarint; further f r om you on tb11 

l!onorablo llorrle Sheppard 
Chairman 
Spociol Committee to I nvestigate 

Co=pnign lxpondituroa 
United Statoa Senate. 

Toey truly youra , 

Soeretaey of the Treasury. 

-oOo-

5G 
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11.\SI!It:GTO!I POST - October ? , 1938 . 

Funds'.tn~y 
Condemrls' 

Cl 
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liD YOR!( TillES - Sep t•b er 20 , 1938, 

tOR6BMTHAU FIRJ' 
FOIHBJS BAD 

' illi' Saye'~~1Jf!J Cai!Htor'• 8t-- 1ft ,...., H..! 
Trtuu'l Appmlif 

' SEP I918S8 
SHEPP~ mu. O,XCT! 

Sinat• c.rne...,. ContnlttM 
~ •• 1'1 011 Oloff•y 
1--. in ....,,.Jivanla 
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TREASURY DEPARTMENT 

1~1dORANOO'J TO THE SECRFI' ARY: 

PROCUREMENT D IVI SION 

WASHINGTON 
October 8, 19)8 

Re: Treasury Underrround Garage 

For nearly throe yeor o we have been tryinr to obtain funds tor 
a oorkin!' garage beneath the South Garden of the Treasury building. 
Under date of July 5, 19)8 we proposed to Secretary Ickes that 
unexnended balances for 6 completed projects under P.W.A. funds 
11100unti..-.g to t2321000 now on the books of the ?roeure:ent Division, 
be transferred into a new projec t for the Treasury Underground Garage 
as oer copy of letter hereto attached. 

This proJect will orovide oarking eccov~dationa for approximately 
100 cars. This ia one of tbe projects included in tho Ten-Year 
Proeram recently r ecommended by the President's Gomcittee appointed 
to study federal housing needs in the District of Columbia; it has 
boon before P. W. A. end the Budget on several occasions in an effort 
to secure the soecial appropriation therefor. 

'lfe have now pointed the way by providing the funds ourselves. 
All we need is aut.hority fro" P.li. A. to combine the unexpended 
balances under six other projects, which have been co.,pleted and 
&tanding to our credit, into a new account tor the Treasury Under­
~ound Gar84!e . 

I ~ o~ o 

v-ff 7 £. " 
D1~eoent _../ 

1- -,¥. rMl 

(; 

~ 
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lloaor&bl.e llarold L. I eke a, 
F..teral !11oercac7 M•laletrator 

of Pllbllc llorta, 
l••htngtou, D. C. 

117 deer Mainbtr&tora 

It ia requeat..t tbat t2321000 be allotted to the !rea8UZ7 
Departllent for the purpose of constructing ll pnrlting garqe beaMth 
the eouth garden ot the tr ... ur,. bu1141q, thie 1\111 to be proTided 
troa allo-ta heretofore •de for peoJeeta UDder control ot thia 
Departaent. It b reco•...s.d that tbtl allotaeat requ .. t ed be pro­
rlded f=- fwlda wbicb are hereby ral ... ed froa the followiJI& proj­
ects ill the ._..ta illdicate4. 

Federal Project 
•ebfr 

7 
35 
43 

10, 
438 
443 

ProJtct 

.llhubra, Gautorllia, Poet Ottice 
Atlantic City, K.J . , Poet Office 
Ricbaond, Yirf1n1a, Parcel Poet Bldg. 
!ew York City,I. I. , Poatal Sta, •D• 
Phoenix, Ariton&, Poa t Office 
... binpn, D. c., ktanaion to 

Internal ReTeDUe Bllildlnc 

tl0,076,,7 
44,1)8. 08 
ll,,S2. 67 
18,074.66 
14,1211.02 

11.1. . OQQ. OO 

t2)2,000,QQ 

Tbtl projects abon llatecl are now coaple ted, a~~d, with the 
axceptioa of projects l o. 4)8 aDd 4431 the -unta relMaed uMu.8t 
the unoblisate4 balaacea of the funds . 

For the paat anaral ,.....a the parking &114 h&Ddlinc of of­
ficial auto.obilaa aJI4 t.Neka at the !ra&8Ur7 buildi.ag baa praaant..t 
a difficult prob1•. 1'be oa1;r antra~~ca an.ilab1e for trucks, &114 for 
auto.obUea ..,.._ ill ~ other tb&a pua1111er c&rr71nc bla­
neaa, 1a ill the narrow ~alone the weat aida of the bodldlnc. 

1
1paoe for the park1ac of official care ia at.reMlJ' llaited. hoea 
aarr park!.nc b}' ••bera of Coqraaa &114 officiala of other 4ap&rl.­
aanta barlnc bu1uu at the !rMftl7 illterfere ••rloualT at tiMe 
with the .,.,....t of ...U aJI4 delin!'7 trucu, particularly ill the 

• 

Regraded Uclassified



H oorabla Barold L. l ckaa - 2-
ODdercrov.od Gar&&• 
'J'r&UUJ")' Jlepo.rt .eo\ 

..a.lipu.la\.10<1 ot the l.arce ,__, truclta oper&tiol bet ... ., \be Tre .. UJ")' 
build.loa aad the llw'eall or &nuc;YiUfl and Priut ina. lir\11&1~ oo epeca 
1a r e l"'lllTl,f &Yailable t or parkin& acoo •• JOda\iona tor Conp-aaa.oen aJad 
otrl oiala ot ot.ha:r depart anta except • a;oall epaca 04 15th ltTHt1 
a~<thori&ed bJ' tha Tra.ttic llure&ll, whloh 11 wboll,y i n&dequte . There 
11 ao iot.er i or COilrt aYaiJ.able tor par1cin&1 a.lail.ar w thot prOYided 
at 1101 t ot the other deparueutal bui'ldi nca in w Cit)~. 

1n order w relleY& t he e><htiua al waUoo it 11 ~)reposed w 
UC&Y&t.e \be aouthweat lawn of t be fre&auJ'¥ t and ~e &Te&ter por tion of 
t.be ter race aloua tbe IIOIIth tront, Lld w pTO'Yi de undar thla area park­
in& acco• odationa tor approU..t.e~ 100 care. 

The proJect cooteapla tea tbe conatruc\.ion or ., v.odervound 
parlcin& ., ea or N>into~ed coucre te !l.at a lab t;rpe deaipwd atr~ctllrall,y 
w 111ppcrt the exiltio& lam, approaches, a.1d at.et...e just IOilt h or the 
builcllu£. So.ra f orced Y&ll\ilatloa will be rlacaa•"l7 • f aci litlee will 
be prOYl<lad tor parlcini ~, no pTOYi aioJla Cor upairl nl cars belli I 
oonte:4plat&d. Upon co:aple tion or cone truction work tba axl s t los Lam, 
appt•oacbee , and ate We will be reowred to thei r we tine ccadl tlon wi t b 
no olwl~oa l.o the exterior appa&.rllllCa or the bui .ldinl end VOilOd•· 

A caretul owciJr ot the coat or the propceed work haa been crade, 
and it 11 ae\lllatad that in ardoN t o do t he nacu••Tl' work, i ncludi n1 
t.be coat or plana, apecltlcaUona, wpertntaade~ce, u d ortice ·~•••• 
tlle -..owlt or t~32 ,000 a boY& r.qu&~tad will be r aquJ.t<ed. 

Attaat.ioo is .uJYl tad to the tact that thl l proJect 11 one ot 
thoea inc L11ded in tbe TIIJl-Iear Procr ... r...c&~~tl.T r aco - ended b1 Tba 
Praaida41. 1 a Co .=it tee appcinl.ad W e t.uctJ fedCTal bouelna neada in t he 
Die trict or Collabia. 

Your aa.rl7 aDd f aYorabla ao\ioo oo t he abOYe r ecoa&endat.ioo 
rill be &rea t l,jr app.-~K~iatad, 

(8) 11. Worcauthall, J r . 

S.Oratary OC til& frOt.IUl')' o 

'PTID 

61 . 
' 
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Ill JUII-

1111 PAM 11ft m• (YIA 'IIJt& II>GI& JIUYAft WDI) 

WIIOI.D APIMOIAft JOUR WIIIW AU. IIIII - IUWICUft 

nJa roa .IOD ••-, Ml III.L AD 1111111 to J»l8CDN Yltll 

11:1U aat BAM .,..., AID t.G PJIDPIA' 

... ., • ..,.., n 
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l 
October 8 , 19Jo 

De&r tr. l WIIt 

....., tMGU tw 7wr letter ttl A~ )01 19)11. • 
ca roaot unNCI ~t lrr, a-a will ,_1,. .;r l>Hrtt.\ 
_,.reu oe 1D nple1'1Jac u.o. PI'O~ u.t an - ..tu1 
OODOenl. 

Je~ • '-"liMa- ot tbe tap•' 1 e1 Cbia'o 
eo<DCo ~t Md - oep:iNDt ot U. propuo • 
.,. eo repi dlT .......... I eben 7wr It- ciJ.eappeiJI~ a~ 
the tnclo 1Dterr.zptl.oe ot \bat ..-ecnu, ... t~ boloe 
witb ,. .. tbat Cb1M 11111 - be able to ega1a o a 11 aat. 
ite ott orto aDd "'-•• • i t o -'rao\1w procna. 

It 1n h' nd ~ tbnt tbn C~ M\ioe 1n -
tutnd b7 1doala 11b1oh • an ,....... to tb1lllt '-" eo -b 111 
- • witb t b- ot U. Oaltecl Staton, &lld I Jlardl¥ noe4 
• ••on :r- tbnt .. bore an wntobill& '81 ~ the dnapnat 1.atoreat 
Uld .,.....t.b7 \be 11fttold1., ot •-to 1n \bn PMUio. 

11tb beat w1nbnn t w \bn -ann ot Tfl1fZr ~c­
dn..,.o.rn nod ld.Ddaat poraonnl. n garclo, 

D'. ll . I . I WII, 
Tho Euoutiw Y-, 
Ch11ncJ<1Da, CbiM. 

Si-.17, 

( 

(ltot\! : 1tr ~~IDlleo vi :.. t htl Ct!IN,, CLI PP!m •.th i ch lenves 
St.n Franc i sco t.ednesdt.;; 1 10/l::/38 - as p-3r ~ecr~tary 1 s 
instruct i ons - mus)(ll : 4 5 u . m. 10/8/38) 

-l!f"ftr4. COPY 
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PBI\SOIAL 

• ~ • Jill fi • P! 

THE E XECUTIVE YUAN 

Cl:nmglr1ng, Cb.1na. 
Auguet 30, 1938, 

Dear Ill'. llorsenthau: 

Aa Ill' . lt . P. Chen, Ad•i aar ot the ll1n1att7 
ot Finance, is coai.ng to your counery, I take great pleuure 
in aend1ng you this menage ot greee1nga and r-branee which 
I trust will find you in t he tull enjoyaent ot your health. 

Ill'. Cben•s second Jllislion eo :your Capital. 
rolll1nda us once more ot the courtesy and kind considerae1on which 
you abowed to h1a and h1a colleague• during their first aission 
in 1936 and alao the triendly cooperation which your GoYernaent 
extended through you eo make his miasion a aucceea . Both or 
these I recall with renewed appr eciation. 

AS Kr . Chen is no longer a stranger to you 
and in view ot your triendabip in the paat, I haYe every reaaon 
eo believe ehat 1n his present mission he will enjoy again 
your kind reception and ready assistance . For this tact al.low 
me to express my appreciation in advance. 

I am aura you will agree w~tb me t hat the 
interruption or Ch1na•a progrees in economic and tinanoial. develop~ 
ment which baa been caused by J apan• a armed aggression is a great 
tragedy in h1ator:y. Left alone, we would have been able to con­
tinue and hasten our program or reconstruction which had already 
acquired a momentum tbat was remaking the country and improving 
the trade relations between China and America as well aa other 
countries. 

However , we are resolutely and courageously 
racing the urgent problema that contront us in the present crisis 
and we are optimistic that , with our resources and the assistance 
or friendly peoples, our economic structure will atand up well 
under the strai.n imposed by the hostilities. Needless to &&7 1 

the continued assistance and cooperation ot America will not only 
help ua 1n the suoceaatul prosecution or this war against aggression 
•&nd anarc[ly but will be oven more valuable when we come to tackle 
the greater problema that will arise at the end of the hostilities. 
Signs or the time unmlst&lcably allow ever growing coDUDUnit:y of ideal.a 
and interests between our two nationa, and it 1a ~sincere hope 
that the unfoldment of the Pacific history wi ll find us jo1n1ng banda 
closer than ever in the protection and promotion of t hese common 
ideals ani interests . 

In tbia spirit , may I express the hope t hat, 
through your invaluable aaaiatance, 111'. Chen'a present missi on may 
yield results that wil l turtbe r cement the econoaie bonds and friendly 
rel ations between our two countries. 

With kindest personal regards , I am, 

The Uonourable 
Regraded Uclassified
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Oct ober 8 , 1938 

To 1 The Secretary 

l'roto: l..r . l!Mea 

:!'or :rour in!orce.tion I = puttinr down the 1teJ:>s which 
I took up w1 th you !buradl'y afternoon on the wa;r hooe·. 

(l) A.e I r eported t o you, I lleYe worked out with Guy 

Helvering e ehort !orm o! i ncome tax blank which will be sent to 
corporatione having eroao inco1ae under $250,000. and net income 
under $25 ,000. !!'hie f orm will be reduced in aize from the p resent 
lone and tedioua !orm of eix pagee to e much ai mplifiod ver aion of 
only four pe.£<18 . 'I'he Bureau of Internal Revenue eati10ates that 
t he numbar of corporation• e!f'ected by thia change will be approx­
i ll.lltely 460, 000. ru. will leave approxiaately ?0,000 corporation• 
t bat will be required t o file on the long !o!'11:1a . I believe t hia 
will be tr~endoualy well received publicly end , a t t he p roper tice 
when ~ 11 detail a have been completed, I wish you would make 
approp r i a t e r efer ences to it in your presa conference. 

(2) Y/e hl'v e 1\gl'eod upon a change in Form 1040 which 1a 
purel y mecbanicel, Olakin~ the fold a t t he end r a t her t han a t t he 
aide , or book form, aa et preeent . 

(3) Ur . Stam acain urged, on behalf of t he Joint Co~ittee, 
t lle t we actively aupport t he Co=ittee in the ennct10ent into law 
ot the I nternal Revenue Code. The Joint Cotnittee 1a 8J!Xiouo to 
hl've. t hh presented tor one of the firot acta of t he ne- Congren • 
I ha'l'e advised l..r. StND t hat we are will1nt; t o eupport the:> in thia 
effor t . 

(4 ) I have a aked Guy Helvering t o aend to the field for 
cop ies of ell forn lettera used in communication• with taxpayers. 
Guy ia ver y aympethet ic to our idea t hat t h eoe foro letters ehould 
be wat che<! very caretu.lly ra a ~:~&tter of good !)Ublic relations 
1>0l1cy, end t hat we inaiat upon Revenue Agenta ueing a standard 
form ot courteoue epproaeh to all t8X1)11Yera. 

{5) I adTiaad you regardi"t; the 41aeourteous trea t :oent 
ot o..r . l'fayne 1'eylor, throueh his aecret ary, by a l!r . B-.1.Z'nhe!l in 
t he Bureau of Internl'l ReYenue. I ""' goi nc t o follow this Ql!.tter 
U!) wi t h Lr . Helverins. 
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TREASURY DEPARTMENT 
75 

•••• October 10, 1938.• 

9ubjecta 

llr. IIUrpq l{.l "1. 

!econatruetlon 7inance Corporation loana on the preferred etoCk 
of banks. 

7rOII t he OOOI!:Ienccent of operation• to Au£uet 31, 1938, the !eco­
atructloa 71Aaaee Corporation bad 41ebureed $1,0Sl,879,COO for the 
purcbue of preferred atoCk and C8PHal notee .ad deb .. taree of banb and 
bad reoeind re~uh of $536,755,000, leaTlac a net .-atmt ouhhnA!ac 
•• of that dote of $5'15,1211,000, . 

.U of the - date the toial •011Dt of loane aada oR the preferred 
etock of b&Ckl (ao loane are Dade oa capital ROtee or debenture•) .. O'<lllted 
to $18,149,000 and ...,_nh to $3,2119,000, llaTlac a aet eaoWit ouhtancl.­
iDB of $9,86o,ooo. J.e of that dote , tb.-retore , total dbburaeaellte f or 
loano on preferred etock .. oWited to onl7 about 1, 7 per cent of total 41,._ 
bura111ente tor the purcbale of preferred atook, et c , , and t he uount of 
loane on preferred otock outotandlftB uountod t o onl;r about 1,8 percent ot 
total bcldlngo of preferred otcck, et c , 

!be attached table pno tbo n118blr of borrower• in each State , the 
oaount dloburoad on preferred otcclc loano to ll&rcb 31, 1938 (the laot date 
tor wbicb oucb a braela!Dwn b &YaUal>le) and the uoWit of preferred otook 
loano outet&DdlJI& .. of that data, n obculd be noted that the ,.bar of 
borrower• 1o ROt identical witb the n,.ber of banka, oinee in a&ZIT C&MI 
loano are 1l&de to ..,....al dlffereftt borrDftro witb reopect to the aae 
bank. 

!be abo.,. infonoation ..,. obtained fr<a publial>ed reporto of the 

Beconatructioa 71naDce Corporation aa tlae did not perait ••eurlns ""' 
tabulatioDO for the purpooe of tbe preoent ae.orandUD. llr. Oriffla of the 
Beconotructioa fiD&DCI Corporation tello •• that aa of the preoent tia 
386 lo11111 (in .., .. easeo aore than one to a borrower) are outetandlac witb 
reiJiecrTo 138 ballb, It 11, of eouree, the n .... ber of banko coDCerned that 
lo of the •oat aigntficanca, 

About halt of the t otel ouhtandlac aaount of loana on preferred ahck 
ot banko 1a repruented b7 t be f ollowiac three loanu 
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l!:r, 'l'lr.:r1 or - 2 

llept•'Mr Ca.paq, with r .. peot to the 

JDclo-Callforala Watloul :Bazik of 

tan J'ra11o1aoo $2,294,000 

!'NntTGatoo, 'IIi t h nopeet to the 

!'Nnton <•- Jenq) !'ruet c~ 1, 730.000 

J'irot .. Uoul COII])NIT of :Bi,...illgbuo, 

with re~t to the J'irot WatioD&l 

llank of llll"'ll~, JJ.ab- ]0],000 

.... IJl,OOO 

• , 

lfo Other lONII , !lr, Qrltfin telle ae, Al'l ouht1U1d1JlC in •ounte Ccalll&l'&llle 

to the .. thfte. 

wr. Orlftl11 lllton~e .. thet acet of the 10N>o are on "!1 preferred 

ineha4 of 1.l1 prefet'l'ld etock aD4 heTI 'Men aa4e ill or4er to e:dad U.. 

'banke acre finN>clal aaehtanco tball the Corporation thoucht ,tutlfie4 1n 

extend! me 011 the eeouri tT of the etook alone. Xoet of the ellll-s>tlolle to 

thie 111'1 caau wllera the 1 .l" otock bore double 11abll1 \7 and the Corpo­

ration aa4e 1o•• eca!not 1t rather tball put'<lllaotmc it, 1n or4er to protoot 

ihelt ec&in•t the double l1abll1tT. !he looa to the ~-bor Oa.paq 1a 

a parUC'Cilar e=eption •• 1t 1a ude on 1 .l1 prefernd atoclt without 4ou'b1e 

l1ablllt7, 

Loez>e MClll'ed b7 preferred etook 1n I"DIIr.U bore a rate of 6 porood 

prior t o 3oJ.7 1, 1933, of 5 percent tr .. 3ol.7 1, 1933 to ~U 1, 19)11, of 

~ percent tr• JprU 1, 1934 to JIO.,.ber 10, 1935, an4 of Jl pero ... t u..r~ 

after. !he lo.et reduction wae 0011d1 tloDAl vpon tho 'borr0110ra acne1Jtc to 

epplJ &1117 differential 'Mtwe ... the ret.>n on the W14erl71mc bank preterret 

atoclt an4 the 1nhreet a... the '1leo011etruot1oa J'lBa.,. Corporation to the .,._ 

aucttoa of the 1-. Old 10NII baTe, ln 11ner.U, 'Men chen the MnofU If 

the rednotloa 1n ratea on ,_ Ollll• !be•• rat .. are DOt uzdfol'll with \!1oM 

on purchaaoa of preferred etook, etc. !hie rate h now 3 poroeat. 

!he 1oiU1 to the Sept•'ber COIIP&III7 h u •=eptioa to the 1"1111 oa into~ 

ut ratu alao. n wae d1o'bur10d on JaM 28, 1933, an4 the rah waa 5 P•~ 

Clftt tr .. the date of dia"buro-t 1111.tU JprU 1, 1934, ad haa "- 4 PI~ 

cent tbereatter, altboueb the 0011p8JI7 baa .,;r11d to appl7 the 41fteraaUal 

between tho ret.>n o!l U.. un481'171mc boalt prefet'l'ld atock (6 perooat) &114 

the lntereat ch&l'ce4 b7 the lleoonatruotloa J'i!lUCI CorporaUon to the .,._ 

4Dctioa of tho loan. 

7S 
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PAoonatruet1on Pillalloe CorporaUon 

Loa.De 011 Prefena4 Stock of llallka 11114 'l'ruat Collp&lliae 
to lUrch Jl. • 19.31 

lta\a 
1 lllla'bar of I 

....,, Allowlt 011\-

1 bonowar a I 41abarea4 I • tall41 !!II 

Uabaa •. .... 0 •• ••• •• 9 I • ),148,575 I • 1,ollo,966 
.lrlao--. . . . . ..•...•. 1 1 : ~·000 I 211,962 
~ •. .. ....•.... • 7 . . 500 348,6)5 . 
OcliforDia •••• •• ••• • a 5 2 ,5~i'300 I 2,)04,)93 
Conaeotleut ••• • • • • •• a 1 1 ,800 14,999 
no !"'lja. • • • • • • • • • • • • a 7 1 ,200 llo ,195 

Jeo~a:t.a-. • • . • • • • • • • • • I 1 25,000 : .. ........... ..... 
~~- 0 ••• 0 •• I 0 •• •• • I 1 25,000 lo o o • o • • o o o o o o o o o • 

lllin,la • ........... 1 1 ; 12,500 10,213 
l:Ja-. • •• . .•• .••••••. I 1 50.000 •······ · ········· · 
IAD••· • •••••••• • ••• I 2 25,000 I 211,972 
K:lll:o . •..•.•.... • •.• a 4 525.500 1 5011 ,076 
Uar7laAd. •.•.••••••• • 1 J0, 6JO t •• •••• •• ••••• • •• • 

Kas~a\ta ... . ... a 3 : ~6,000 196, 701! 

!1.1 c:b.1 flliD • . . . • • • • . • . • I 2 I )2,200 J].6, 719 
Ktnn.aota •• •.•• • ••• • a I! I 174.025 1119,~p 
Uis2taalppt •• • ••••• • a 1 I 22,650 13,9 7 
Woe~ ••••••••••••• 1 l I 10,000 2,~ 
Ji e brs,ab.,. • • • • • • • • • • • I 106 I 2,563,000 ; · 6 
lie~~ Jaroay. oo• oo oo•• l ~ : 3,226,950 ~:IK>6:~ 
Haw fork •. ... • •.. • • • 1 1,979,200 
lortb O&roll~ o ••• •l 3 I 175,000 19,654 

J'orth D20 a . . .. .... 1 1 : 20,000 19,900 
Ohio. o o o o o o o o o • o o o •• I 1 2,1loo 2,273 

Olclabo.a .•••• .••••• • • a 6 I 526,~ I 14,611 

·~1~1a •• oo••• •l 12 I 313. I 247,074 

South D.mta •• . .•••. I 1 6,100 4,430 

!snn•••••···········• 2 )00,000 I 95,000 

lfe.ma • •••.•••••• • ••• 1 5 151,250 1 111,196 

T~.o.oooo•o•• l 1 I 15,000 ' • • 0 0 • 0 ••• 0 •• 0 • ••• 

•••t f1rctnta. ... .. .• 1 200,000 11lo,~ 
11aconalft • • •••.••••• a 3 83,000 I 46, 

~ ............. , 2 115,000 I 46,419 . . 
total . . ....... . t 271 18,148,730 10 ,JOII, 326 

17 

• 
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OOIC7l!I!K!ICB 'III111 1111 PR!lSIDBNT ON TBB 1940 BUIXHIT AND Til! 

POSSIBILITI OP INCRB&SIIIJ T.t.XES. 

October 10, 1938. 

Besides the President the Seoretery ot the Treaeur:r, Aaaietant 

Secre tAry Hanes aD4 llr. Bell were present. 

The Secretery &eked me if I would give the Pr esident a picture 

of the 1940 Budget as coapsred with the 1939 estiaatea. I told the 

President that the Budget -tion issued in Jul:r showed tor the fis­

cal yeu 1939 est1aatad receipts of $5, 000,000, 000 and estiiDated ex­

pendit ures of $8,985,000, 000, leaving a deficit of 03,985, 000, 000) that 

ot the total estiaatad expenditures $2,149,000, 000 represented the liP! 

pro;:raa, including an additional $500,000,000 to be secured froa Congreas 

next February. I told bill that the tentative revenue es t.ialatea 'IIIlich 

I had received froa the Treeeur:y for 1940 aggncatad $.4,sso,ooo,ooo, 

repreeenting a reduction of $150, 000, 000 froa the eatiaatea for 1939 • 

.Uso I understood that in this 1940 f4m'e there is an increase of 

$250,000,000 in aiacel.laneoua internal revenue and a reduction of 

$400, 000,000 in inco1111 taxes, or a a.t reduction or tuso.ooo;ooo. On 

the expenditure aide, exolusin of e.ey 8110unt whatever for liPA the 

estiaate indicates expenditures of $7, 426,000,000, leaving e datic1t 

ot $2, 576, 000,000. 

The President then said •Well, if :you add $1,500,000,000 tor 

YIPA and I doubt 1t we can get bT with e.ey le~a , then we would bave a 

daticit ot $4, 000, 000,000 for the fiscal :rear 1940. • Be ae.-cl quite 

diaturbed aD4 ahocked at the f4m'e• · lie then indicated that wbat • 

• 
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a.l&bt do ti:'OII bare on is require a reciuotion in Bopltina 110nt.bl7 ex­

pencii turee aa llr. I cites 110ntbl.:y axpenci1 turea increaaecl. Ha tbo~~gbt 

tbat poasibq tbara was not tbe - r atio ot e.plo;,.nt but we cou.lci 

work out so• •tboci to show a proportionate reduction. 

TheN was then so .. ciiscuasion ot tbe tax situation. llr. Benes 

oxplaino<l that in order to obtai.n $2,000,000,000 in acicii tioD&l. revenue 

it would be ...cessar:y to increasa tbe rates in tbe lower brackets, 

lowor some or tbe exeaption provisions, and inoreasa quite materiall:y 

tbe estate and inheritance taxes. Be tbougbt it was possible to 

incr ease tbe annual revenU.. troa estate and inheritance taxes or about 

$400,000,000, to about $1,000, 000,000, and that we also lliibt ge t as 

arucll aa $800,000,000 or ~,ooo,ooo,ooo t roa 110re than do~ tbe 

rates between tbe net inco .. ot $8, 000 and $75, 000. 

79 

Tbe President tben said tbat in bis opinion be bad to have so-­

thing be cou.lci sell to tbe country -•• just oou.lci not aand up a budget 

tor ~,000,000,000 d ef icit or even 2t b1111on deficit and ask tor an 

increaee in taxes ot $2, 000,000,000 without so .. ver:y good plan to 

educate tbe taxpayer. Be did not tb1nJr: that be could aalt a pereon 

wbo DOW W&S pqing $)5 to $5() to incre&ee bis tax to $70 to $100 a :year. 

Be tbo~~gbt tbat be lli&bt point out to those people that tbe expend! turea 

wbicb unbeJa._ tbe Federal budget in 1940 are t wo iteu - (1) large 

increase in expenditures tor national detensa, a nd (2) reliet ot ~lo:y­

.. nt, and on this bu.la ask tbea to pq a speo.ial tax tor tha purpose ot 

~ tor these expenciiturea, with tbe uncieretanciing that when tbe 
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natioual. inoo .. reaohea 75 or ~ bUllon dollar& • Je&r the tax woul4 

autoMti~ be decrMaed b7 a oert&in percentage. lo definite -

cluaione ftN reached &a to 3uat wb&t ehoul4 be propoHd but the 

Preaident aalted llr. .II&D88 it be woul4 gi... further atud;r to the .. t t.r 

and at the next -uog two weeka i'roa todq gin h1a a ah&rt of the 

increases under the plan proposed b7 Senator L&Follette in the l&&t 

aeaaion of CoogNas and work up alternate plana for incru.aiog the 

reYenua. He aalted h1a particul&rq to atud;r the prcblea of' apec1a.l 

taxes ao that the oountr7 could upeot that as aoon as the national 

ineoae waa sufficient to produce r&'Qaue to run the Federal Go~nt 

on a DOraal b&aia, the ~oi&l taxes eoul4 be reduced and fin&lq 

allaina ted. 

80 
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GROUP UEETING October 10, 1938. 
9:30 A. 11. 

81 

Present: Mr. Oliphant 
Jir , Gaston 
Jir , Haas 
Mr. Taylor 
Ur. Hanes 
Ill' . Gibbons 
llr . White 
llr. Upham 
llr. KcReynolds 
llrS. Klotz 

H.II.Jr: Mac - UcReynolds? 

McReynolds: Herbert (meaning Herman - Mr. Oliphant) had a draft 
of a l etter to Sheppar d . 

H.14.Jr: 

Klotz: 

llcReynolds: 

H.!l.Jr: 

Oliphant: 

H. I! . Jr: 

llcReynolds : 

H. ll.Jr : 

(Tel ephone) Excus e me . 

HUh? 

(Low) 

Hello. o. K. 

Herman had a dr aft of a letter to Sheppard thAt 
I think you \fill probably agree is t he proper 
answer. As far as I can see, except in the news­
papers, there doesn't seem to be any issue. 

Let's read it out loud. 

It • s being retyped, a rri will be in in a very few 
minutes - by the time you get around to me . 

All right. 

You may want that today; (harris H.J,,Jr . memo) 
this is a memorandum on the conference on -
t hat Delano memorandum. There is a memo Peoples 
gave me this morning, in the event you talk t o 
anybody further about that Treasury garage; it' s 
just a reminder of ••• •• (talki.ng low. 

Geor ge, did you write a memorandum about that 
conference over at Mr . HUll's? 

' 
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Baas: Yes sir. 

B, Ji .Jr : Did you? (Speaks to wrs. Klotz. ) 

McReynolds: (Speaks to Mrs . Klotz - l ow) 

H. li.Jr: What el se, llac? 

llCReynolds : I have nothing. 
Uphalll: llr. Delano rlll be her e about t en o' clock, and 

he suggested the possibility of us. having a lit t le 
meeting with llr . Foley, to have him report to us 
what went on. 

B.K.Jr: I can' t do it today. 

Uphalll: 

H.!i . J r: 

Upham: 

H. J4.Jr: 

Uphalll: 

H. U.Jr : 

Upham: 

H.K. Jr: 

Upham: 

H. I4 . Jr: 

White : 

H.I4. Jr: 

White: 

. . .. 

Perhaps the rest of us • ••• ? 

Yes , you peopl e can; I can' t do it; I ' d like for 
him - I want to see Foley later on, but I can't 
do it today. 
We could arrange it some other time , i f you pref er . 

I can do it at three thirty. 

All right. Fine. 

HUh? You want to do that? 

Yes, that ' s fine; I'll Just step out and tell him 
not to come over now. 

All right. 

Excuse me . 

Harry? 
There i s a draft or that ready any time today you 
want it. 

Will you give it to llrB. Klot z? 

Well then - well, all right; yes, I ' ll give it to 
her. 
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H.ll . Jr: 

White: 

H.M.Jr : 

White : 

H.!(.Jr: 

Gibbons: 

H.U.Jr: 

Gibbons: 

- J-

What about the map? 

That'S being • •• · 

83 

See that Mrs. Klotz gets that, so I can take it 
to the White House at lunch. The other thing, I 
don't want to tnke to lunch. What else? 

(Bods •Nothing.•) That ' s all. 

Steve? 

I have written out the history of this Yagruder 
thing, arq tilae that • • • • • • Mr. Gaston read it, 
and you told us to write out what ' s happened. 

Yeah. 

Any tiDe you want it . 

UcReynolds : (To Wr . Gaston:) Well , your memorandum - and you 
have his meiDorandum? \ 

Gaston: 

Gibbons : 

B.M.Jr: 

Gibbons : 

H. ll .Jr: 

H. tl.Jr: 

Gibbons : 

H. lt.Jr : 

Hnnes: 

No, Steve has the whole thing, including my sup­
pl eiDentar y meiDorandum. 

I don't think there's any use of your bothering 
with it now. It•s all brought up to date . 

Well , I'd like to read it. 

All right, I can leave it rlth you. 

Harry, give it to me . 

(llemo from Mr. Gibbons to Mr. Wh1 te, to llrs. 
Klotz, and she hands it to H.Jl .Jr . ) 

Thanks. I'll take that home . 

That'S all. 

(Nods to Mr . Hanes . ) 

You said you wanted to take up that National 
Resourses Committee suggestion. 

Regraded Uclassified



B.M.Jr: 

I 

- 4-

Yes. Let me tell you what's happened; let me 
tell everybody what• s happened. 

84 

During the past year, on various occasions , the 
National Resources Committee suggested that t here 
be a Fiscal Co~ittee appointed, or which I 
should be Chairman, Mr. Eccles a member, Kr . 

Douglas a member, a member from the National 
Resources Committee, the Dir ector of the 
Budget. Mr. Delano nas over here once, and we 
had quite a talk about it. Then on August 20, 

they wrote a memorandum to the President. The 
President asked me to speak to them about it. 

I just never bad the chance. So on Friday I had 
Delano, and Kerriao, and this fe1low Ruml, for 
lunch, and Mac was ther e. I told them this : 
that as far as I was concerned, that if anybody 
thought they could help mo on fiscal policy that 

I'd wel come t hem with open ar ms, but that it was 
a very important matter, and what I suggested 
was a trial marriage, and that if the President 
lias willing - up to now he never had been -
but as we progressed on our budget and t ax matters, 

that I would invite these gentlemen, informally, 
to come over and sit down with me, and I would 
explain to them, as we progressed -we'd be more 
t han pleased to listen to their advice, and t ha t 
nothing had been lost to date because we hadn't 
even had our first meeting with the President . 
If that was agreeable to him, I •d be more than 
a greeable to do it that way . 

So I am going to ask the President at lunch today 

whether it is agreeable to him, you see? What I 
didn't say to them, but I say to my own crowd -
they mentioned it themselves - their own record 
of success hasn•t been very s tartling •. As they 
mentioned, they haven•t even been able to settle 
where t he Bureau of For estry is controlled . 
Kr . Del ano is head of the Interdepartmental 
Committee to solve t he housing problem, and has 

never been able to do anything . 

But they are pushing, and t here are nble people 
on it; there are honest people on it. God knows , 

if I can get any help, I am more than pleased to 
get it, but I didn' t want to formalize this thi.ng . 
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H.U.Jr : 

Hanes: 

H.1.1. Jr: 

( 

- 5 -

llr . Bell pointed out that under the law the 

responsibility is his and mine , and we wouldn't 

have the right to divide that responsibility, 

but we cert ainly have the right to consult. 

And the way I always feel, 11' the people dovm here 

hel ping the President think they've got socething 

to contribute, why, come on i n; the water ' s 1'1ne. 
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So that ' s what I told them, you see? And I don ' t 

know how t he President will !'eel. Up to now he ' s -

he •s showed me their memorandum on t ax matters, 

and other matters, and he's always, for some reason 

or other, always kind of leaned backward. Whether 

he wants me to invite these people in and consult 

and confer with them, as the facts progress -
develop, I don ' t know, but I am going to recommend 

it to him at lunch, and we •ll s ee what happens . 

The only suggestion I made was I didn't want 

s. E. c. on it at the beginning, because I can•t 

see what they could contribute. I said, if we, 

as we went along, came to that blind s pot where 

we were always saying, "I1' we only had a r epresenta­

tive of s . E. c. here ••• . n that would be time 

enough to invite them in, but I can' t see where 

they would fit in a t the beginning . 

You agree? 

I do, yes . 

Huh? And furthermore, I told them, in strictest 

confidence , ever y tice we 1ve had a committee 

with s. E. c. there •s always been a leak; t here ' s 

always some power (?) that ' s got it sooner or 

later. I know our experience on hot money, two 

or three years ago, when we were worki ns on it, 

it wasn' t very long be1'ore llr . Gourrich- is 

that his name? 

Gourrich. 

• • • spilled the whole beans - the whole thi.ng 

appeared . I don't knott- I forget who he told it 

to, but he told it t o somebody . We have always 

had that experience. 

Regraded Uclassified



Hanes: 

R.W.Jr: 

- 6 -

With t he Budget we just can•t have a leak, or 
with the tax program; it•s t oo dangerous . I 
told them that in s trictest confidence . I 
told them if every time we met on it, we 
thought, "Oh, if we only had a representative 
of s . E. c.,• whf we•d invite them over very 
quickly. That's where this thing • • • • . And 
tell Ur. Blaisdell - what's his name? 

Blaisdell. 

Tell him where it stands . These people working 
with me, ot cours e, will sit with me, and if Kr. 
Ruml , or Mr. llerriam has got something to con­
trijmte, swell. They ' re only going to s eoi one 
person - .didn' t say who. 

I don•t know how you reel about it, Mac; I didn' t 
have a chance to ask you. 

WcReynolds : Well, I can' t see a lot in it; they set it up, a 
purely informal arrangement, calling them in as 
consultants, and incident ally, to which t hey all 
three agree. I see no danger to it . I think the 
matt er of a f ormal committee - creation of a formal 
organization to t ake away from you aoi the Budget 
i s a major responsibility t hat you have. Under 
t he law I think it' s out of the question. 

Ranes : Wher e bad t he suggestion come from? Was it com­
ing from the National Resources Committee origin­
ally? 

R. W.Jr: Kr . Delano personall y came over, within the last 
twelve :aonths, and tried to sell it to me. I 
think their idea is a very pretty one - t hat we 
plan expenditures; a question of looking forward; 
we ought to have a l i s t of Public Works r eady that 
we can uncork a t the right time , and I take it, 
although he didn't say so, that while tiaes are 
good, begin to cork the bottle up, and t hat 
pressure of prosperity in this country is hooked 
up .with our. apending money for Public Works. 

I t hink t he idee, as I say, is a very pretty 
one, but unfor tunately when you sit down with the 
President aoi get down to planning the Budget 
and the taxes , it's never worked out that way, 
and, as I say, I didn' t want -•I appreciate the 
sincerity of you people, • but I didn ' t want t o 
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be sarcastic, so I didn ' t say, •w~ don•t you 

first solve the problem or the number or acres 

Harold Ickes placed under irrigation, and the 

amount or new land that he furnishes in connec­

tion TTith Wallace's program to grow less. • 
there are 
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I mean, /so many things that - when the engineer s 

or the Ylar Department create a new river, and 

open up a new area, that there is nothing there 

to maintain the area, or anything else. I mean, 

there are so many of these big broad national 

resources problems, which they never touch, but 

I don•t want anybody to say that I think I know 

it all, because I realize how little I do know 

on the question, and if they think they've got 

something to contribute, •••.• There are only 

so many sincere fellows in ll'ashington, and I 
think these men are absolutely sincere. 

So it they 1ve got something to boost t he economists 

who work down the line under it, and it they think 

they •ve got something to help, why, fine . And 

instead or having Wr. Eccles go up on the Hill 

and talk against our program, and Ur. Jones go 

up and talk against our program, and Wr . Kennedy 

go up and talk against our program, maybe they 

will talk it over here. I don't know; I doubt 

that, but maybe they will. 

UcReynolds: It will give them something more to talk about . 

B.M.Jr: I am willing to try it, because I realize we 1ve 

got practically an impossible task, and we are 

talking about the spending program for '39-'40, 

on the eve of election. And if they think that 

this pasture looks green, let them come on in and 

let them get indigestion the "ay I've had it; 

l et them have acute indigestion. 

Taylor: Well , the worst you can get out of it is a net 

plus, isn•t it? 

H.W.Jr: Yes. I ca.n •t - these fellows are sincere fellows; 

they are honest fellows; they are intelligent 

fellows. They think t here is a great mystery 

about this thing . I ' d be tickled to death to 
heve them do what the President calls a •rule 

ot thumb ." 
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~cReynolds : Vfuat you have proved so far doesn't go to the 
point of what they make in t heir memor andum, 
of building up a separate under the 
organization of t his committee, to run - doing 
t ha t will r un alongside the Treasury ' s Budget. 

H.M.J r : I f the President's will ing, and I am going to 
r ecommend it openly and honestly, I'd be delighted 
t o have them come in and take a look at t he 

Hanes : 

H. U. Jr : 

Taylor : 

H. tt . Jr : 

great myster y of how we make the Budget . I ' d 
l ove t o have them s ee how we al l get i t fixed -
if Wallace gets an extr a half a million wi thout 
our knowing anything about it; and while we ' re 
on this subject, we are going to see t he 
President • • • • {few words misunderstood) ••. 
baclt proces sine t ax on f arm products . You want 
to put t hat in your por tfol io? You can just put 

t ha t in your pprtfolio; we can just a sk t he 
President whether that ' s so or not . 

That's a good illustration, see? I don' t want to 
be too sarcastic, but I ' ve been through it now 
for four year s , and if t hese boys have got some­

t hing to cont ribute, f ine . Particular l y int erest­
ing will be to see if this trend is going t o be 

up or what are t hey goi ng to do about Public 
Works . 

So that' s that stor y . 

You got anything else? 

No . 

(Nods to Nr . Taylor. ) 

(Speaks aside to Krs. Klotz. ) 

(Nods to Mr . Tayl or . ) 

(Nods "Nothing.") 

I spoke to both Eccles and Harrison last night 
about t he possibility of r efunding those three 
hundred million notes of the R. F . c. on the fir s t 
of November, and I see t ha t somebody has given 
out a s t or y on "R. F. c. Note I ssue Now Regar ded 

as Probabl e ," so Har rison thought i t was a11 right, 

Regraded Uclassified



Taylor: 

a .u .Jr: 

Taylor: 

B.M.Jr: 

Taylor: 

a. ti.Jr : 

Taylor: 

B. :.t.Jr: 

Taylor: 

H. II.Jr: 

81 
- 9 -

and Eccles said hetd let •e know Tuesday. Would 

you mind calling up Marriner and telling h1a I ' d 

like to know by three o'clock today? On account 

of this story I think I'd better say something 

about it. Do you know how much it is? 

Just under three hundred. 

Is it two and a quarter? 

What? 

Is it two and a quarter . 

I•ve got an idea it•s two ninety-seven, or 
something. 

You haven't got the rate? 

I've got that memo from Jesse. 

Jones was over here asking whether we cou1d bor­

row additional money; I told him, "No, this thing 

wou1d l ook silly at this time f or us to t nke 

on another three hundr ed cash.• I told h1m to 

wait , and two or three-year money- when the R • . F. C. 

notes were available we could borrow on their 

credit rather than ours , because a.ll of our short 

term stuff is filled up. He saw that, and then 

he said, "What about IllY three hundred million 

which comes dues on the fifteenth of December?" 

I hadn't thought about it because he's always 

sold those to the banks over t he phone . Be 

suggested that we anticipate that, in as 1111ch as 

we'd expect to handle nine hundred mill1o11 of 

our own. 

So I think we might Just as well do it on November 

first and get it out of the way. There is no 

reason why Eccles can't tell us this afternoon. 

I mean, he doesn't need until toaorrcnr; llight just 

as well do it. The banks all hold it an;yway. 

AD7thing else? 

(Bods •!io.•) 

George? 
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I have nothing with me; there will be a few 

things come 1n during the morning. 

You are coming in at ten thirty? 

That's right. During the morning I ' ll have your 

business stat ement. 

And Taylor ani Hanes are coming i n . 

I have that material which you asked for . 

0 . K. (Nods to Wr. Gaston. ) 

90 

I have this letter to Senator Sheppard . This was 

drafted mainly by Ill' . Oliphant, 1n consultation 

with !.lr . Cairns and me. You want to go into it 

at all now? 

Yes, please . 

Mr . Sheppard's letter said that in response to , 

our various questions, said that our various 

regulations were not repugna.nt to the letter 

and the spirit or the law, but t hey did not cover 

the subject in that they did not make specific 

reference to Section 2ll or the Code which forbids 

employees t o give voluntar~ly, directly or 

indirectly, to an officer or t he United States, 

a Senator or Representative, Delegate, and so on, 

who is a candidate for office. I n this reply we 

are thanking him for his advice, but pointing 

out that we did circulate to t he empl oyees , in 

1934, and again 1n August of this year, a Civil 

Service regulation which specifically cal ls 

attention to Section 211, and paraphrases that 

Section. 

Ther e was nothing in the l etter of Senator 

Sheppard's in criticism of the Treasury Depar tment 

except that statement that they did not think 

our regulations covered the subject, in failing 

to cover 211 . We are showing them that t hey did. 

Now that story in the Times , the head and the lead 

were entirely gratuitous; tbey were not based on 

anything in the Committee's letter at all. 

Regraded Uclassified



H.J.I • .Jr: 

Gas ton: 

H.M.Jr: 

Gaston: 

- 11 - Sl 

That•s what I thought . You mind reading the 

letter? How long is it? 

The letter is only a coupl e of pages. 

Let•s read it out loud. 

"My dear Senator Sheppard: 

"I have r eceived your letter or October 7, 1938 

in answer to my lett er of September 9, 1938 and 

I appreciate your response to my r equest for 

your observations on the spirit a s well as the 

letter ·of the law governing political contribu­

tions by Federal employees . 

•Referring to your answer to my first question, 

I am gratified to learn that your Committee is 

of the opinion that the Treasury regulations ar e 

not repugnant to either the letter or the spirit 

of t he law. Concerning your further suggestion 

in this connection that the Department's r egula­

tions should make specific r eference to Section 

211, Title 18, u. S. Code, I may say that United 

States Civil Service Commission Form No. 1982, 

war ning aga inst political activities , contains a 

specific reference t o, and a paraphrase of, Sec­

tion 211 (see copies attached) . The Treasury 

Department on June 5, 1934 and August 23, 1938 

circula ted this Form to all t he employees of t he 

Department. 

"I am further gratified to note that your views 

in response to my second questi on coincide with 

t he opinion in the Treasury Department that it 

i s not a viol ation of the l aw for a Federal 

employee to make a voluntary contribution to a 

political party . Concerning your further observa ­

tion that contributions by Federal employees to 

any special committee promoting the campaign of 

a Senator or Representative would violate Section 

211, that also has been the position of the 

Trea sury. In addition, I am sure you will agree 

with me that your reference to such special com­

mi ttee is a refer ence to but one of many possible 

devices prohibited by the term 'directly ~ 

indirectly' in Section 211. The instructions given 

to Treasury employees by the c:t.·culation or Form 

1982 menti oned above were not limited to any 

single device. 

Regraded Uclassified



Gaston: 

Gaston: 

Oliphant: 

S! 
- 12 -

"Again I am pl eased to observe that your Com­

mittee ' s response to my third and final question 

merely states what, in errect, the Treasury De­

partment stated to all its employees on September 

10, 1934 in t he underlined portion or paragraph 

2 or the Treasury's regulations of that date: 

"'The instruction contained in said circular 

should not be construed: * * * 
12 . To prevent nny such employee from 

voluntarHy contributing to the cnmpaign 

tum of ' the party of his choice, 1r such 

contribution is made freely and withcut 

coercion or improper solicitation, and is 

not made to a person in t he service of the 

United States . o 

"I appreciate your cooperation because the 

subject is, a s I have advised you, one in which 

I have taken a great deal of interest ever since 

I assumed my present duties . n 

Now how do you think we can handle t hat Times 

matter, because it is certainly most unrair? 

What suggestion have you got? 

I think •• • • 

Ah- excuse me . (Short pause . ) Go ahead. 

I think about the only .,.·ay is t o call attention 

to the fact in a press conrerence that several 

of the stories were grossly uni'a ir on this mat ter; 

t hat they intr oduced matter that wasn't covered 

by the Committee at all . 

You have done several things t o prevent improper 

political activities, that ' s not been mentioned 

by the Commit t ee . There 's quite a lot of reserve 

ammunition there. I t hink it would be well, 

when the unfairness of t hese stories i s mentioned, 

t hat you also give them some or the various things 

you have done . For instance, you prohibited - our 

regulations pr ohibited an empl oyee being a member 

of one of these committees, and a number of other 

things where we have gone farther than the law 

requires. 
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H. l.l.Jr: Coul.d you have those ready by four o •clock? 

paston: Yes . 

Oliphant: Gaston has all these figures . 

H.U.Jr : Herbert, you•ve got to go further than a press 

conference . Uy thought is this, that you call up 

Arthur Krock and ask him to see you, and ask him 

whether he wants to handle it here, or should 

you go up on the five o'clock train this after­

noon and see Sul.zberger - one or t he other. 

Because certainly, nobody in the Government has 

taken more pains t han I have to keep politics 

out of' the Department . It is grossly unfair -

and prejudiced. 

McReynolds : Deliberate. 

Oliphant : I don't think any Department has taken as much 

pains as the Treasury Department. 

H. M. Jr: It's just a question of whether Krock wants to 

handl.e it, as head of the Washington Bureau, or 

whether he wants you to take t he five o'clock 

trai.n and go up and see Sul.zberger. I ' d like 

one or the other. 

Gaston: All right, I t hink that ' s fine; I ' ll call Krock. 

H.U.Jr: If' Krock will handle it, it's all right; if he 

won't you call up Sul.zberger and tell him you •re 

coming up on the five o ' clock train, and will 

he see you. I'd Jus t as leave call him myself. 

Gaston: You want it definitely handled, one way or the 

other . 

H. LI . Jr: I want it positively handled; have the handling 

of this ••• •. with the President ' s handling of 

the Administrative changes in Wallace's office. 

Wallace makes a change and he gets wonderful 

newspaper cooperation. Here we•ve got a record 

which is better than any other Department ' s in 

Washington, and we get this sort of thing. Now 

it'S a question of public relations; it's a 

question of handling it right . The Times writes 

a thing like t his, and the Star writes that • • .. . 
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. . .. . cartoon. 

• • • •• cartoon, and everything is picked up over 
and over . 

Did you read Ernest Lindley this morning? 

No. 

You ought to; you' d like it. 

Well, you get it for me, Jirs. Klotz. 

I want it either - I don't want Krock to say we 
went over his head and didn•t give him first 
chance. If he doesn ' t, then you take the five 
o•clock train and go up and see either Sulzberger 
or James . 

The Tri bune story was also bad; it wasn't as bad 
as the Times though. I am just wondering it 
somebody in the Committee didn•t suggest these 
ideas to them. 

Possibly. Possibly. I mean, wher e we've got a 
clean record - I mean, I've been so careful not 
to compare this Department with any other Depart­
ments in Washington, because that wouldn't be 
fair; that if the Committee is so holy now, why 
don't t hey ask for the rules and regulations of 
every Department in Washington. I want to get 
four years of work and repute over that there is 
no Department in 1'/ashington that's been handled 
as carefully as this has been, politic ally. I 
don•t want to let it go. I feel this very keenly, 
just to see four years of effort go down the 
sewer because the Times takes this position. 
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I agree w1 th Gaston - the handling of this 
specially, but I also think we•ve been a little 
modes . You•ve got a r ecord here on this thing -
it's as clean as can be, but you haven't told it 
to anybody. I ' d like to see in black and white 
a statement of all the things done to keep politics 
out of the Treasury. 

Let•s do 1t • • •••• 
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I don•t know a feature of it that hasn ' t been 

covered pretty extensively in the papers. 

I think Herman is right. No other Department 

has had the nerve to do what you have done . 

All true, Steve, but we can•t say we are better 

than the next Department. 

No, no; just recite what you have done, or have 

somebody - have soce columnist write what you 

have done . 

It's got to be done; you•ve got to start right 

with the meanest one, and that's the toughest. 

Don't you think it could be handled in the form 

of a letter, either from you or from somebody 

else in t he Treasury? I think, to the Times 
for instance, St eve could do it. 

I think we could get Arthur Krock to. 

Herbert could do it, or I'd be glad to do it -

•As a personal experience,• and give t he record. 

I don•t pretend to be an expert at this; Herman 

and Gaston are, and I want him to concentrate on 

this thing and handl e it, see? I appreciate it, 

Wayne; it ' s all right . When be gets through, I 

don't want to be in position for Krock to say, 

•Vlhy didn ' t you give me a chance? I'd have 

handled it.• The person to handle it is Krock. 

If he doesn't want to handle it, I'd like Sulz­

berger to know about it, but I don•t - I mean, 

the person to do it, and think about it, and 

concentrate on it is Gaston. 

Krock is spiteful; he probably will handle it in 

an unsatisfactory way, but I agree with you that 

we ought to go to Krock first. 

I wouldn't want Krock to handle it . 

He did mention it once before, and it wasn•t too 

bad> he's handled this Sheppard thing once before. 
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I don't want Krock to be in a position to say, 

"\\"ell, I aa the manager or the Washington Bureau; 

why didn't t hey come to me first?" 

Surely; that ' s right. 

And ir you tell Krock that I want Sulzberger to 

know about that, he will put it right on the wire 

to Sulzberger; he ' ll enjoy it . I went him to see 

the bead; I want him to see Sheppard ' s letter, and 

our answer . And then just let their editorial 

board of the New York Times just read those two 

things and let them decide. I mean - tha t i s , I 

just want - I want Sheppar d ' s letter and my answer 

brought to the a ttention of the editoria.l bo&rd 

of t he New York Times . 

You see t he Magruder thing isn' t involved in this 

at all. 

V/ill you take it? 

Yes, but 

But I'd like it done today . Then we can give 

this out at f our o ' clock. 

Yes . 

Then we •ll also get a list or •••• (talking too 

low to beer . ) 

Get that in black end white . 

Pardon? 

Get t hat in black and white . 

Yes, by four o ' clock. Will you see it (letter to 

Senator Sheppard) goes up by hand . 

Yes . 

No, I apprecia t e , Vlayne, awfully, but, as I say, 

I get off my chest bow I feel about it; anybody 

that•s been with me knows how meticulous we 

have been her e , and it gets down to a question of 

selling i t; now, t hat' s Herbert Gaston's Job . 
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All right; you think it over . I kno;; what I 
have sug~ested; I think that may be t he form in 
which it • • •.• 

It may be . 

• • •• • i n which it can be utilized . 
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Taylor : 

!l. li.Jr : You•ve been here lons enouc h to know. For instance, 

if I call up Sulzberger, a nd don•t speak to Krock, 

and Krock get s sore - and he has an excuse to be 
dirty - he mos t l ikely Will be dirty anyway, but 

I don•t want to give him any excuse to be dirty, 

see? He most likel y will be dir ty about it anyway, 
but, ah- •..•• 

Taylor : 

H.M. Jr: 

Gi bbons : 

1!. 14. J r : 

I think, if I may make another suggestion, if 
Herbert will t a lk to Krock f r om t he standpoint of 
how t o handle i t , r ather than whether he will or 

not , he will get better results, don•t you think 
so? 

Vlell , we know Krock . 

Well - i f you can depend on him. 

Yeah . Well, I •• .• • 

Gibbons : Our l a st battle wa s on this fellow KcGr ath, with 

J i:mny, you knoYI - the Collector up in Boston, and 
t hen t o have a t hing like this come out • •• • • 

H. rA .Jr: And what I went through with Senator Roy (Robert) 

Bulkley, in Clevela nd. 

Gibbons : You ca'n go right on t hrough the line - Buffalo, 

Cleveland, Detroit· •• • ••• 

!AcReynolds: • • •. and Newark. 

Gi bbons : Newark. 

H.U.Jr: Ther e is a whole lis t . 

Gaston: There ' s two Calif ornia men we compelled t o resign 
f r om t he Young Democr a t ic League . It wasn't a 
clear case of being a ~arty committee, or a 
cor.~1ittee which solicited funds , but we made them 

resign. 
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We run up against t he Duffy machine twice -
the fellow in Philadelp!Ua - what • s his name? 

Fix. 

Fix. And t!Us fellow Dave Lawrence; Dave Lawrence 
resigned and became his campaign manager. 

Joe Wolf, at St . Paul, resigned as Collector of 
Internal Revenue . 

Seventeen (or twenty-seven) men and women have 
resigned political positions since I cam in -
members of the National Democratic Committee . 

They were all collecting money for the Tr easury, 
and at the same time, collecting money for the 
National Democratic Comcittee. 

You•ve got to remember t!Us, if the newspapermen 
all know that - and this whole thing is an effort 

to show that t he Department in the Government 
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• 
which is t he cleanest in political matters - they'll 
try to hang something on the Administration by · 
attacking something on the political side and 
attempting to show them up. 

I still believe, and I ' m willi ng again to be a 
pollyanna, if these facts can be brought to the 
attention of' the editoria l board of' the New York 
Times - that's what I want - editorial board of' 
t he New York Times, and let them decide . I think 
I ' ll get a fair deal . 

I think you would from the Tribune. 

I thi.nk Gaston is probably right . The newspaper 
men know of these individual cases, but the CWIU­

lative effect of sweeping them all together - that's 
the story. 

This is Just the news - what happens . 

Well, please make it number one, Herbert, will you? 

Yes - surely. 

o. K. wac, will you stay, pl ease. 
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Mr . Haas gave m~ u figure on Saturday of - quite rough -
bnu the r evenue f or 1~40 is estimated at ~4 , 850 ,00J , OOJ . 

r our billion noN much? 

..•. 850 million dollars . 

For wh;; t ye&r ? 
1940 . As compared With $5 ,JJ~ , JJO , JJO f or t he f i scal 
yeer 1939 . I unuers t and in the. t estimate there is an 
incre~se in miscellaneous r evenue of about $250, 00J , 000 
&nd tner e i s a loss of ~·40J ,J00,000 i n income t ux esti­
mated, so - ma~ing u loss for the year of Lbout ' 
$150 , 0Jv, OOO . 
Now for the fisca l year 1939 we esti ma t e th&t we ' ll 
spend on e ver ything ~8 , 985 , 0J~ ,ooo , gi ving us a 
defici t of i 3, 985 , 00J, JOJ . Of t hat $8 ,985 , 000 1 000, 
~2 , 149 , JOJ ,vJO r epresents V.P/ .• 

i.nen we come t o the fiscal year 1940 - and thi s is 
L r ouso ex~enaiture e s tim& t e b!ised on t be appropria­
tion e sti!!;3 tES no11 i n tnt! office ad justed by some of 
the syste~s - toe r egular expenditures, including some 
of the public ~orks, ntll amount t o about t7, 40J, OOO, OOO, 
or ~oJJ,OJO , JJJ aboV<l the rt!gular expenditures f or 19)9 . 
Of course, .1e OIJVe no e stim~:.te for ";;PA f or 19401 but I 
just put aoNn & f i gur e of a billion ana ~ nalf collars , 
maAing 98, 92o, JJO, JOJ f or tne fiscal year 1940 , wnicb 
ls just about the s time as 193~ , leaving a defici t of 
$4, 076 , JOJ , OJJ . 
Now, those ere very r ough figures, and it mey be that 
we can g et t na t expenditure f igure down some; but we 
can cert ainly expect a s ubst antial i ncr ease in tbe' 
r egular aepti rtmental e xpenditures i n 1940 over 19)9 . 

I t ' s good you (Hanes) had your s tomach ache Saturday. 
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Got anotner one now . 

',/ell 

'l:his brings it down into t he pit of the stomach. 

The WPA figure I just s t uck in there . I don •t know 
Rhnt that wi ll be . 

Dunny, is that lust figure for 1940 - is tha t for 
toe fiscal year beginning in July of next year ? 

Yes, July 1, 1939 . 

Uh-huh. That shows a budget deficit of approximately 
what? 

r our billion 100 million, suy , in r ound figures . 

As against three bil lion 800 million? 

Thr ee billion 985 . 

Pr actically the same t hing . 

rloughly hundred mill ion increase . 

Hundr ed mi lli on increase in deficit over 139 , which 
is accounted f or by loss in r evenue, pr actically. 
See, I've t£.1.<en the same - I've taken a billion and 
E half T.PA, which i s 649 mill i on less t han is contem­
plated to be spent this year, but that figure c an VHY 
well be two billion before we ' r e through with it. 

Nell , when you say four bi lli on 850 r evenue for '40, 
you ' r e figuring as though ther e were no ch~nge in the 
t !lX bill. 

That ' s r ight . 

I ' ll tell you, if you want a rough idea of it, wha t 
we 're figuring on business activity . 

Yes, I do . 
This is just a working t hing , llr . Secretar y. ,·,e have 
to go over t his thin,; carefully again . But here's 
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about what it looks like f or the calendar year -
on the Federal Reserve Boar d i ndex, calendar year 
1 38, 62; celendur year 1 39, 67. 

This is average . 

-"vera.ge on FRB. And the fiscnl year ' 39 , FRB would 
average 86; for the fiscal year 1940, 91. In order 
to get t oese averages , here ' s how it would look e ooh 
month . Gets up to 98 . 

.. bat was the low in ' 38? 

1o . 
Tn::. t 1 s v ery conservL ti ve . 

I think so too . 

91 for fi scEl ' 40 . 

82 for 1 J8 . 

Supposed to be 90 this month. 

It ' s - well , it wcs 9~ for September. 

Oh, f or September. 

That ' s t neir &Uess on it . 

That ' s toeir guess, but it i sn't accurate yet. 

It ' ll be ar ound there. 

~ou mean end of September; doesn't average all the 
way through. 

You get the month of September . 
in that way . It may come out -
ar e more optimistic, but it may 

Vie just stuck it· 
the first figures 
work out about 90 . 

I should think 82 would be very conservative as an 
overage for calendar year •38, end i f things continue 
I shoula t hink 137 f or ' 39 would be. 

Yes, our figure - this five figure that we•ve got -
we ' ll probably get more thbn that . 
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five billion figure for ' 39. That•s 
I think we 'll be happy we made it 

I 1ll never forget when I went over to the President­

Rent over with t*O figures, one based on an average 

of 90, one on an average of 95 on Federal R~serve. 

I recommended 90 . If we took 90, it would have meant 

that the deficit was just over one billion dollars, 

see? So he says, "No, I 1ll take the figure 95, 
because it looks better to have a figure under a 

billion dollars ." But your figure of 90 - was 90 
f or the year, this fiscal year - is not going to be 

very r ar off. But I think that beginning from J anuary 

1 on - I think it will be well above 90 . 

I think the five billion e s tima t ed for this fiscal 

year will be low . That'll be good . And t his is 

probably a little on the conservative side. But 

I sort of thought - I mean f or a prelimin.ary, better 

t o start th& t way . 

I do too . 

!!oR much public works in the seven billion four have 

you got - for public works? 

Five hundred million. Tbbt ' s Ickes• stuff. 

Is tha t all? 

Tbet•s - there's the general public works of about 

60~ million, which is continuing projects . 

hut you've got new in. there 500 million . 

That ' s part of the billion dollar program this year, 

and what ' s b~nging over from last year. 

Let ' s cell it - how do we get a nine billion dollar 

progrvm for next year? Seems terrible . 

Let me tell you something . 

God, it Jus t seems •• • • 

. ············· . 
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t:.et ' s see A'he re you ge t it . 

lie • V £ got " 25 million dollr.r increase in t he Civllh :n 
Cons~rvetion Cor ps ; t hat ' s assUMing t hey 're going t o 
Keep t he sa~e n~ber of cr.mps . I don ' t think you 
cLn get r id of eny . 

Got ~ hundred mill i on dolibr increase of ex~enditures 
on account of Ickes . Next yer.r we 're goi ne to f eel 
the br unt of tnis pr oblem . 

$Jb, OJJ, JJJ in Railr oad Retirement Doar d; ¢3d, OJJ, JJO 
ln Hurt.l £lcctrificat1vn. $75, JJO, OJJ in United St e t es 
:.kr i tlme ~..om..'lllssion ; no.v thut m>.y come down some, but 
they ' ve got n l o t of ships . 

~3, JJJ , JJJ ln Veterbns . Tnen your Agricultur&l 
A~ju3to£nt progr em; a nundred million of thr.t r epre­
stnt:o. ~~~~s"' p;,rity p~>.;rmtnts , >Dei if tney ' r c not c;oing 
to b ~ m ue thls ye&r taey 1 11 •to:.ng over till next 
j ... r - J~l .. , JJJ , JJJ . ~~JJ , JJJ , JJJ fo r f ur m ten1.1ncy . 
:Jt•y cut tna t . 

:J5 , JJJ, JJJ fo r your gener~l !JUblic works . 

Ho.v mu~n fo r gener>.l public works pr ogr em? 

~J5 , JJJ , JJJ . Be & subst~ntiLi increhSC in general 
j)Ublic "orks progrr.o b eel use of a ction Congress t ook 
l~st ye~r - flood control, rivers hod n~rbors , so 
fortn . 

t8, JJJ1 JoJv , llepl' r tment of Commerce . Now, Dep~t·tment 
of CorumoH•c:e lost Ao;ront.utlcs , but t •1e;1 g~• ined 
t.<J , JJJ, vJJ for Census , so tuey 1 r e up $o, OOO, OvJ ne t . 

Int~rior ~s up four - very smull . Jus tice i s up six. 
tl~ vy Depbrt:nent i s up 123 milli on . Post Offi ce 
defic i ency will be up ten. 

Tretsury DepHr t ment •s up 129 : 57 m!ll i on on interes t 
~nd .... 

Shere ' s t he o ther ? 

~4 million on r ~funcis ~nd about 5J mill i on old 
agtl r eser ve . 
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War Department 's up $281 000,000 1 which is very 
small, because War Department ' s increasing very 
f ast. 

lhere you are. They Just add upi and add up big 
amounts - 75 and 100 million dol ars, quick. 
Every department is on the increase. 

Wbat are those pretty pictures there? 

And tbey1 ve got good justification for it because 
of additional laws. 

Something- you'mentioned here one day that you•d 
like to see a picture of wha t the various steps of 
t he revenue woula be in case the national income 
did go to a hundred billion dollars . So George 
Baas bas been working and fisuring as a base •• • -
George, you b etter explsin this. 

Go ahead . 

Be ' s t aken this, say, as the base . This was actual -
this is where we were: 60 billion income, 82 for the 
Federal Reserve Board index, and SO for the Bureau ot 
Labor St andards wholesale prices . 

What year i s that ? 

This 1s 1938. 

Just hypothetical . 

Hypothetical, not the actual . 
believe ' 38 will be: es t imated 
982 million, including payroll 

Yes . Whe t • s this? 

But that ' s wbat we 
revenue, four billion 
taxes . 

This is based on a 70 billion dol lar income, with 
the Federal Reserve Board index at 108 and the 
Labor Bureau prices a t 85 . 

Excuse me - is that a sign- if t hat's 70, that bas 
to be 108? 

No, the r eason I put these others here, .llr . Secretary -
several combins tions of these t hings and other f actors 
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But tha t ' s tog ive some i dea of wllat combination 

we took . As a matter of fact , see, even to get 

105 

up to a hundred billion dollars we bad no inflation 

from - tha t is, no increase - get that much increase 

in production; if you bad some inflation this curve 

would be way up here, because of price increases . 

I n other words, wholesale.pr ices can go to a hundr ed. 

l•llat year i s tha t based on? 

ole took a decade . 

Next ten years . 

Production ~ould have to go to 149 in order t o get 

a hundred billion dollar national income . 

hith prices only going t o there, to a hundred. 

And then you show down there ••.• 

'l:hnt•s the percentage thtt t the various taxes yield . 

Income tax this yea r would be J6 percent, this mis­

cellaneous revenue 40 percent, and tha t's the percentage 

under those conditions . This is the percentage with 

the hunared billion dollars i ncome ; income t ax would 

go t o 4J percent, 29 percent for miscellaneous. 

Jus t let's- excuse me, ana we'll go over this ag~in­

supposing we had a 70 billion dollar income . How much 

r evenue .·10ula the. t proauce? 

Six billion seven. 

I get you. Tha t ' s very nice . That 's the wnole pic­

ture . lht.t •s swell, George . 

I t seems to me that the answer to this r evenue pr oblem 

fro~ botn ends - both the expenditures on one side and 

the income on the other - is that increase in nat i onal 

income . If we don • t · get that, it's going to be an 

awful headc.che t o r t.ise the amount of revenue necessary . 

Tha t ' s a swell Job, George. 
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At 80 you get off tbe nut. 

Well , you balance before 80. 

Approximately a t 80 you ' r e off . 

10& 

From the f ac t your extraordinary e xpenses would come 

down b eceuse of the unemployment relief program. 

You mean you ' d balance the budget if you got rid of 

some rel ier. 

You would autometically with an increa se i n business 

cut down your r elief. 

I n t heory you should . 

Nell , you would. 

'lle 1re being solllewha t theoreti cal, naturally . Vle ' re 

dealing in guesses . 

'l'his i s the s8llle t hing w1 th the actual r evenue of 

the ~reasury, leeving off t he payroll taxes . You 

see? This i s exactly t he same thing, except that we 

just lea ve orf the payroll t axes, aSSUllling t ha t those 

payroll t axes are going to be put 1n trust funds. 

hnd inasmuch as the payroll t axes wash each other 

out. That glves •••. 

That gives you the true picture . 

'lhis is better to show to the President. I ' d show 

hi m tha t one firs t . 

You might leave t hat other one nere entirely. Leave 

it her e . 

I t hink - I mean the pur pose of this is a dress 

rehear sal, and Dan can check me -I mean ir he ' s 

only a llowed a baH hour, we get 1n there 20 minutes 

l ate, so we get just - get ten minutes. I ' d Just 

show him one. 4hat do you think? 

I t ' s nice to s ee wha t the r esult would be. But tha t 

bas really t he true picture there. 
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••hat• s the difference between them, again? 

Took off the payroll t axes, both Railroad Retirement 
an~ ~ociel Security old age . 

I see . O. K. 

• hey wash each other. bo might just as well , Dan. 
What? 

That ' s all right . 

!low, ho"lf much trouble is lt to do t hese taings by 
teas ~ Feaeral Reserve index? 

Hell, what we.did it by, Dan, was by the national 
income . We can do it by fives; if you want tbe 
national income then we •ll get anotber figure down 
nere for the production index and the price index. 

~ake your production index a t about 100 . 

These have to have some relation, don't they , anyhow? 
See, what I had in m1nd , Mr. Secret ary, in writing 
a s t ory ~round t his t able, was to say that when the 
Federal Reserve Boar d index is at 85 , we ought tog et 
a n income of so much - that is, taxes - end when i t' s 
a t 95 we ought tog et so much. 

George ' s way - instead of that you talk in t erms of 
70 billion, 80 billion, 90, 100. 

That might be better . 

I t hink 1t is . 
I t hink if you make it 75 , it 1 s too much to break jt 
down. 
No, I' m not t hinking of breaking that down . That' s 
pr obably better, t o do it t his way . Rather than 
putting t his (national income) in multi~les of ten, 
I t hink - was thinking of putting that tFR index) 
in multiples of ten. 

Of coUl'se, the Federal Reserve index i s somethlng -
I can hear the Presi dent - "a man on t he street 
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doesn't understand, but he does know what 60 
billion aollar s is . • 

And your t axes , !.lr . Secretary, based on •• •• 

George, tha t's a beautiful job. 

Danny, when you get t o 70 billion dollars income -
t ake 1937, when you bed a 69 billion dollar income ; 
the Federal Reserve board figure was 110 , a nd t h i s 
figure was 86. 

ies . 

So t hat figure - a nd we pr oauced six billion 200 
million dollars of r evenue . No we didn ' t either. 
Six billion t wo l ess your security t axes. 

Had five or six hundred mi l l i on dollars . Tha t 
isn' t f a r off . 

You can ' t compar e t ha t exactly, beca use you have a 
lag in t axes. Ther e is no lag here; t his is t ox 
liability . 

But it isn' t f ar off, 

Tbat picture i s abou t right , because if you take 
off from six bill i on two your security t axes you ' d 
be right back t o five billion 558, waat th&t figure 
snows . 

After these are tnoroughly checked, i s there any 
ob Jection to using a tning like that publicly? 

Well, here ' s one obJection to using it, but it may 
not be serious . Before we have used it publicly, I ' d 
like to get a group of some other people down and 
try out some ~uestions I had in my own mind about it . 

I •ve got some ~uestions t oo . I wouldn ' t do it yet. 
We just s t arted this . 

I mean fo r the budget message, see, in J anuary. 

Being checked by able people, there is no r eason 
why ... I thiDA it ' s- I •ve never seen it more 
cle&rly put on one pbge then that. You'd have 
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month to check - two months to check this thing. 

Here's the kind of thing •• • • 

Still be using tbe same principles and same type of 

presentation. 

Just a question of getting our economy back on a 

basis wher e we will yield the r evenue and out out 

tne necessity for this relief; t hat ' s a ll there is 

to it, 

,fell, I ' d - let me put it . That 's one attitude t o 

t ake, see, that we've Just got t o sit back and see 

until t his thing comes up t o that point, and then 

these other things will naturally slough off, see? 

Ther e ' s another viewpoint to t ake - I mean I•m not 

saying I'm t aking it - ond the other viewpoint is 

that you accelerate recovery if, f or instance, in 

Hop~ins • case he stops, s ay, t aking on any new men 

f r om now on, which means how many thousand - nntural 

turnover would be ..•• 

II ell, t t 1 s pr obably f ive percent a month, the turnover. 

Well , I mean that, f or instance, i f be just took no 

new men on r elief, his poyroll would go from three 

billion one - go off to 100, 150 million a month. 

See wha t I mean? I mean g r adually let this thing -

not luy off anybody, but Jus t not t ake on any people . 

"'hat ' s t he .ay we handled it before, see? 

And you might have to f reeze it for - f r eeze a certain 

figure during the cold months, t ake on enough people 

t o t ake up t he sl ack . 

Inciaentall y , isn' t he running way behind his 

Oh yes , I Lsked Colonel Harringt on the other day -

three million, one hundr ed and some t housand, a s 

compar ed wi th an average of two mill i on ei&bt. 

Of course, we've always got t o be practical, and I 

don ' t t hink t here ' s much sense in putting up a 

holler on t his until t he day a fter elections. 
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!hat ' s right . 

But I just wonder - I ' m thinking out loud; this 
i s t he f irst time •re 1 ve sat a r ound the t able - one 
alter native is tha t we simply - the Adminis tr~ tion 
does everything to increase the nati onal income t o 
• hundr ed billion dollars , and we admit from now on 
it ' s going to cost nine billion dol lar s t o run t his 
gover nment , see? The other a ttitude is t hat if we •ve 
got recovery now und ~re going to spend 600 million 
aolltrs for public ;;orks e.nyway, woy put i n another 
5JJ miliion on t op of that, you see, and why not •••• 

I ' ll bet you a nickel that if I went in t o the 
President of tne United Sttctes and showed him 
nothing, jus t saio , "~r . Presiaent, wbbt 1 s in 
your ~1nd tne uppermost figure ~h&t would run t his 
government next year? Let ' s eHcn wri te it down" -
I bet you he ' d put down about eight, huh? 

Prob~bly . 

He •d put about 
eignt Nouldn 1 t 
nine t his yee r 
if 11e ask t hem 

eight; 1.1nd I just wondered Nhethor 
be a good mnrk to shoot f or, - it1 s 
- whethe r we ' re asking an awful lot 
tu trim this thing e billion dollars . 

You can ' t trim it to eight next year if be has any 
sizable &.mount f or ·;;pJI , Can't be aone . • 

How much you got in there f or Agriculture? 

Go t t oo !n&oy tbi~s started . 

dow much you got i n there for Agriculture? 

" billion :no. 
Well, i f he didn ' t cive •. • . 

Tha t ' s nangove r , ~ lot or it . 

but supposing he d idn ' t gtve I ckes anything new. 

I ' m in f l vo r o f th~ t . 

hna just gave Agriculture 5JJ ci .llion dollars . 

' 
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Nell , it ' s all r ight t o t alk shout giving Agriculture 
500 mi l l i on dollar s as nn appr opria tion, but Agricul­
ture nas go t funds t hat ere a va ilable in 19J9 that 
will not hit the Treusury until 1940, and that ' s where 
you •re s tuck . And that ' s a l so true of I ckes . It ' s 
also true of your general public works pr ogram. Tha t ' s 
t o t he extent of almos t - the three put t ogether, about 
eight or nine hundred mi llion dollars. 

All true, Dan, but I ' m just - all the more reason - I 
mean if you want t o g et thi s thi ng dow.'Il • • • Bow much 
are ~re co= itted t o f or Agr iculture without - befor e 
we vote another dollar , and public wor ks? 

;;ell, I haven r t got those figures . 

This i s a gr eat surprise to me . I didn ' t - I didn 't 
t oink 1t vould go over ei ght, bad no i dea i t would 
a ppr oach ni ne . 

Of cour se, you' ve tSO t u billion and a half ~lPA l n 
ther e , you .:now . 

I know, but even with thut .... 
And t hen t here ' s tne o t her t hing , ques t ion of whether 
you don't want t o wa i t for r ecovery, and do you went 
to incr ease t he t axes? 

• 

Jf course, every t ime you incr ease the taxes, you just 
delay g et ting t o thh t r eel business r ecovery jus t by 
t ha t mucn, t hat ' s ell . You' re just t axin& wher e you1 re 
weu,{es t every t ime you r~ ise those t a xes . Now the 
£>mount of t&x increase t he. t 1 s going t o be r equir ed 
if you 're going out t o r ai se seven billion dollar s -
it ' s going t o !lUt o • • •. 

H~ve y~u got some pictures on i t? 

Yes . I huven ' t go t uny char ts showing i t, but I 've 
g~t " r ough outline ol' t he f igures . 

>onere - .,hat would you do? 

You•a get i t f r om ;~our inJividual incooe t ax by r a i s ing 
fr~:n one billion on~ to t•o billion. Tb&t ' s one . You' d 
g.; t it fr~:n your estate and gift t ax ~- r aising froC11 
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4J~ milli~n, whi ch i s the pr esent yield, t o about 
~ billion. Th&t 1 s wher e your two l erge i nc r eases 
come; tha t ' ll give you pr acti cal l y your t o t al 
incr~&se . 

You meun lt rlll give you t •wo billi on more? 

Give you t l¥:> bi lli on mo r e . 
corporate f l a t t ax pr obably 
r oughly , around 20 percent . 

Vlh~< t i s it no,;? 

You' d ha ve t o r ai se your 
t o a figure of, 1~e 1 ll say 

It ' s about 16} percent fla t now. But t ha t involves 
also t he t LAing of f of your capit l\1 stock t ax and your 
excess profits tax, which ought to come off r eally, 
because it will do mo r e t o stimulate your indus trial 
mind tnan anything e lse . Not paying less dollars; 
ac t ually paying more dollar s , but i n L very much more 
painloss .my, and not doing cryst al - gaztng such ~s 
he has to do now in trylng to e s tima t e what hi s 
capi t nl s t ock is wor th bused on his earnings f or t he 
next thr ee years . No human bei ng can t ell you that, 
and everybo<ly in the Treasury i s Lgreed t hr. t t hose 
two t axes - I s ay everybody; Ros and al l the s t eff 
buck her e ar e agr eed t ha t t hose t axes ought t o be 
removed, ~no we OUJht t o . No one thinks we ' r e going 
t? g ~t any less t E.X bill on t he cor por a t es, and t he 
c~rporati?ns themselves would be del i ghted if you 
woulu tcke tnose t wo t oxes of f End r ai se the other 
t~>x e ven as mucn a s three and a nalf per cent - on the 
f l ot t nx; so t ney wo.1ld pay mor e aollars , but it ' d be 
very , v er y, much less burdensome . 

Now th1.1t •ould give you 1.1ppr oximn t ely s even billion -
give you appt·oxima t ely s even billion r evenue based 
on - based on our present t ax s tructure . That calls 
for tne r eneNal of your exicses and so forth. lle ' r e 
gett ing nol'l out of your exci se und miscellaneous 
t axes - we 're g et ting 6JJ cil11on aol lar s . Thi s calls 
f or L sli ght decrea se, t nKi ng a way some of the ones 
t hE> t don 1 t pr oduce IDUCb r evenue but are terrible 
nuisances . "hether tney will just want to r enew them 
in bl ock or not , I don • t ,mow. If t hey do, that will 
bring you a hundred million dollar s mor e . 

Vlell, supposing t he President vsks you this. Bell 
s its on tbe budget side . And let ' s just s ay he says, 
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"All r i~:ht , it ' s nine billion aoller s . 11 Tr1en he 
turns t o either you (H~nes) or m~ and s~ys , • Do 
you th lnlt ••e soould incre .. se the t &J<es?• ·.~he. t IYould 
you say? 

Vlell , personBlly, if I hlld :!lY way about it, I •d say 
tho t the way t o get tha t revenue was out of the esta te 
c. nd e ift t &xes and out of the middl e bra ckets in t he 
income tax. Now, t hat • s not going t o b e popular 
poli tically , ~>.s you ol L knovt . And lower ing the 
exemption f rom ~25JJ to ~2000 a nd from ¢1000 to $300 -
it ' s going t o bring about s i x mi llion mor e people -
v~>.ri~us!y est im&ted from f our to s ix mil lion people 
.dll be incluaed in the next y ear ' s tax bill, as 
egoinst the present very much smaller nurnber than 
tn~ t . i.e h~d last yea r t o tel taxes - total number 
uf incom.: t oxes submitted .tere about seven alill ion; 
tht t includes 5JJ, JJJ of your corpor ate income taxe s . 
Of tn~t ~mount about t~o c.atl e h~lr million pui d tax. 
1'nll'< 11uulu bring about four million mor e people in th9 
t~x bill; tha t ' s not golng to be popular ~~th the 
Congt•eas, you kno.1 us welt as I do . Tha t f i r s t bill be'!. 
comes p&ylJ ble in :.~ .. rch or i94J ; no•• you kno•v - and 
tntot being t he election yeer, t hat ' s not going to be 
popu lar, for Nhen" m;.n t hinks , "\\'e ll, greet God, I ' m 
bringing four million mo r e ~eop!e i n this incooe t a x" -
th~t • s n~t going t o sit well, is i t , Druany? 

I s houlan' t think so • 

• :ell, est a te ana inheri tance t£ x wouldn ' t bother t nem 
e ny . 

I don• t believe i t would bother t hem a ny . But tha t 
would cnll f or a lower ing of your presen t exemption, 
probubly of $40, 00J - your pr esent exempt ion - cal l 
for u 1o.1ering of.' the t pr esent exempt ion. 

That woulan ' t make an awful lot of d ifference, lfOuld 

Go t an a .,rul big increu e from 40.:> to a billion. 

Yes . 

Thut i s , I don ' t- I t hink it wlll sit a ll right, but 
l Just ::onuer ••hether you ' r e going t o get t hut . Sounds 
1!~~ an a wful big 1ncre&s~ . 
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vf c~urse , the Lnoome t ax sounds like a big incr ease; 
it ' s & hunor ed percent Lncre& se in the income t ax t oo . 
lh«t isn' t going to - ~ht• t isn ' t going to sit well 
with the population . Don't think for ,& minute they ' re 
going to Jump up a nd crack their heels over that one. 
Anu when you t ake th~ f our mill ion people you•r~ going 
to aoo to thtl t bill, t here ' s going t o be hell r aised, 
no 4uestion about that . 

But after &11, you 1 ve go t the problem . Here ' s the 
j)roblelil : h O•¥ we going ~o r a ise seven b ll lion dollars? 
That ' s the pr oblem. ArA you've only got a few places 
to uo it . You've go t your li~uor t ax. There's L lot 
of people tblnk t he li~uor t &X is so blgh now tha t 
you're ancour~gin& bootlegging . 

I do . 1 wos op!>Osed to t he r a i se of t he qu::rter . I 
didn't \Vent it t o go above t .vo dollars . 

Ther e ' s a l o t of bootl egging going on, of course . 
'J.'h:. t will c ontinue a s l ong e s it i s profi t able to 
blo~kade . 

H~ve you got in your problems the consolida tion of the 
est a t e and inheritance t 1x? 

.ve ' ve been study lng that t hlng f or a long time . 
Pcrso~lly , I 1 m in f cvor of ~oving th£t gift t ax up 
closer t o t he lnh~rltunce t ::x . There ' s a lot of 
op)osltion to t b1t, no•ever . Th~re 's a lot of people 
sa) t nat t hey wtnt t o ancourage gifts ouring lifetime, 
don ' t went us to ht.ve tnt t t ax same &S t he inheritance 
Lux . nod taere •s no - I don1 t tb1~ tbe minds in the 
ireesury &re me t on thut sub Ject Lt all . 

But you see, here ' s whut it ,,ould involve to rfise 
Lwo bi llion uo.lliirs from t his income t ax. You sta rt 
off with a lv per cent t Lx ~t your lowest t ax against 
your pr esent lowest of' 4 polrcent, and you go straight 
c.wey a t two thousund doll Ars to 12 ; t wo t o three, to 
14 egeinst your pr esent 4· Your highest t ax now -
I mean your lo1res t t r x, ls four a nd you Jump t o eight 
on $ 5,0JJ , 'Nell, we j um;J to lc3 percent on $5 , 0JJ 
income, and it t ekes it rignt s traight on up to your 
7J per cent br::c~et; it' s Just a t r emenoous incre1se 
taroughout tnt t .vnole mi ddle br:.cket of income t 11 x. 

L.o .. olr t he exempti ons? 
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Lower exemptions from $2 , 5~0 to $2,000 married, ond 
s ingle to $800 . That ' ll bring approximstely a million 
five hundred thousand new people under the income t ax. 

You lo~er the married from $2,500 to ••• 

$2,00J . 

And t he single? 

8()~ f r o1n a thousand . 

Of course, I've always felt •••• 

You see, that's not u thousand dollars totol income, 
that ' s a thousand dollars of t axable income . That 
doesn 't oehn, of course, •••• 

I always thought, unless you do that - I mean unless 
.ve increase the number of people that pay the tax -
I mean we ' ll never get anywhere . I mean I don ' t do 
it so much for revenue purposes a s I do to make t hese 
people t ax-conscious . Cot t o make them t ax-conscious. 
I think LaFollette's absolutely right on t hat. 

He cnly missed it by one vote 1n coamitteo l ast time, 
I think. 

Trouble witn it, it's a li t tle late . 

He had a f evorable vote, then t hey knocked it out, d i dn ' t 
they? He did it while they were a t lunch. 

I n the committee. 

Is tha t wha t. it was? llo, I think on the floor of the 
Senate . 

On the fl~or of the Sencte . 

Yes . 

••ell, you• ve got another ;>r oblem f acing you ther e t oo . 
You •vt. go t 950 million dollars beck taxes due on - under 
your processing tcx alone . 

.'lhicrl isn• t worth two cents . JJigbt just as well Wl'ite 
it off und lay off the people . I mean I• ve heard 
Walluce 
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Cnn 1 t ·•rite of f the refunds . 

'l.·:.llLce s tr.rtec tha t he wns going tog et what, 150 
million on tht. t? >:ba t? Tben he steadily Qrop'led i t -
w&sn 1 t it 150? - and we •ve gotten what , 6 or 8? 

Yes. 

No , I s uy I don 't know whn t your total r efund bill 
is going to b e . Dan is flguring on some mor e refunds 
next yet.r . .Ve ll, t hose - t here hasn 1 t been but some 
16 mi llion dollar s r efunded under t ha t 9 50 mi llion 
collars of claims , and some time i n t he nex t t wo 
years you•re going to have a lot more refunds on those 
? r ocensing t axes . 

George, whatever happened to thet study I 
::nd 'llhhe to do over the sUllllller a s to the 
ceUing of t.ne national debt? Remember? 
yo~ and Harry to do mu 11 Job on t ha t . 

a s ked you 
possible 
I asked 

Oh, i n tne connection tha t you might m2ke a speech 
o r something . 

Yes . 

•HS : ooell, we ,>Ut t oge tl:u:r a l o t of material on ti'Ult . liave 
t o g~>. t.ner l t up now . 

t! •• Jr: 

ni<R S : 

d •.. • Jr : 

rits nes : 

T;..ylo r : 

Bell: 

H • •. • Jr: 

Wlll you? Not for & speech but for this . I mean t he 
4\lCSti:m •.•• 

That thing was star t ed on the t basis . 

Well, the Pr esi dent will s a y , " Al l right, Henry , can 
you flm nee a nother four billion doll a r oeficit?" 
~e • s go t ~ right to ask me thot q uestion, see? 

iner~ • s been ~n bwful lot written a nd a lot of guesses 
Dbde on wh&t the ceiling is . r •o sure I •ve never seen 
one th~t iopressed oe . 

Just ~1cKing it ~ut of t he a i r. 

There isn ' t any . 

I'm just t it lnklng . I meun I' ve - I'm not going to 
do it - ne ve r r~ve - neve r going to go over there a nd 
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run the baby ac t or pound the t able, neither of 
which are effective , as Dan &nows . And I don ' t 
ltnow - want t o make any s t a t ements to frighten him 
which I don ' t believe myself; but supposing he 
turns t o me and he suys, •VIell , wha t are you 
wor rying about? Can' t you finance another f our 
bill i on dollar defici t ?" How about i t , Wayne? 

(~bakes head doubtfully) 

117 

. . 
Well , Nhatever he says or deci des today, you've got 
t o finance another four billion dollar d eficit. 
Hhatever t axes you levY won' t come in until ' 41. 
' 4J is over the dam, it ' s gone . 

Her e ' s another tning bothers ce like t he dickens: 
this t errific bill tha t comes from the stat es and 
tne sub- aivisi ons . Now, we t ook out of tne community 
l est year about 1 2 billion 70~ million dollar s . 

~·or Nha t? 

For t axes . 

You mean s t ate and l ocul t axes . 

" ot a . 

lior. much? 

12 billion 7uJ million, out of 6J billi on income. 

You mean exclusive of national? 

No, t o t a l t ax bill for government . 

Is ho1v much? 

12 billion 700 million. 

Where do you get tha t figure? 

Bet •er t han 20 percent , adding Federal revenue i n, 
sta te r evenue , > nd sub-divisions . 1.2 billion 700 
million . 
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It ' s a fifth. 

Bet ter than 2-l percent. 

Good fig ure . I Just ne.ver hea rd t hat figure befor e. 

Now, wnen you're t alki ng about r ai s ing seven billion 
dollar - now the states ar e t alking about r~ising t en; 

that ' s 17 billion aollars out of 60 billion, s ay . 
Viall, my Goo, t nat•s a luxury we Jus t can't afford, 

t hat ' s all t here is t o it . Just comes a point where 
you can' t go any further . You can' t extrac t that 
l!luch money. 

Well, l•m putting i t a littl e differently . You say 
you can ' t ext r ac t it from the t ax side, which f or t he 

mo~ent is - I mean is your r esponsi bility. You know 
what I mean when I say that. 

Yes . 

0n the other hand, can you extrac t another four 
bi llion dol l ors out of these boys? 

I don't believe anybody in the wor ld can answer you 
that 4 uestion t oday . The thing will happen like 
aappened in 192~, wnen we were extracting from the 
economy billions of dollars f or ne• investment, and 

a ll of c. s udden they Jus t said , •It ' s enough, it's 
gone too f ar . n 

llbat year ? 

1929. And calamity hit us then, when we thought we 

were in a new era . 

Well, I've never seen anything by way of the ceiling 
on t his Feder al debt which impressed me a t all as 
having anytlling concrete. It' s a guess. 

What we 're doing, John - the Government i s extracting 

it now instead of privat e industry. 

That's right. And I w&s saying, • some day you' ll 

extrac t until soaebody ••• n 

•.. somebody says, "That 's enough." 

• 
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'J ... someboJy s~>ys , 1 'lhat • s 
like t~ildfire . Benks ~uit 
we ' re in a mess . 

1!9 

en ough . '" It just spr eads 
b eying , bonds go down , ond 

lih<:oL ,,e haa l a:; t J&nut~ ry - we ~ad a ba l a nced budget, 
.~e naCI t1 picture • • • • When I made th~: t speech on 
.November 11 l as t year, He we r e just appro!iching the 
place 1mere I uo;>e<.l tho t pri Vh te industry woula take 
it up . nnu a l ong cLme J r. Ic~e:; with his speech, Yr. 
Jac~son witn nls s~eech, and those two boys , I think, 
are as mu ch r espousible as ~>nyi>ody f or :mocking the 
t hing into & cocked na t. I don 't know whether you 
(Hanes) ~gree with me or not. · 

I agree with you. 

But we .vere r ight L t t h1. t point - t ake ,yhl:l t we ho ve 
now - tEke t he f &c t that our inventory turned in 
November - the inventory picture began t og ~> t better 
l as t November; tna t ' s what George ' s f igur es show -
und t he th ing t urned , sna if tnut t hing would na ve 
come, private industry would have begun . We were on 
10 c a sn b a sis - we were belancea on a c a s t> d r awer 
basis . But t hen those boys just came a l ong a nd I 
think t nose t wo speeches jus t ,mocked t he t hing into 
s cocked ns t , ~no u special sess ion of Congress end 
everytnlng else . But I don't s ee a ny encouragement 
for private industry 1f t hey see staring in their 
f ace another four billion . 

!low, t ne only tning taut I c~:n see out of t his t h.ing , 
D&n, is, if we ao this 'rl th the Pr esident, a nd I tnink 
ae • ll go a lone - I hlven •t s~i~ a word t o hiM, s ee­
tn~t if we do this ~g&in, £1 11 s ey, "Look, Ur. 
President, we 1h>n' t Kno"' - 1" t ' s do the same trick 
;ve did cgt.in; let ' s only .ut in a billion for rt:lief 
an1.1 see no11 l OTll: it goes . You 've a lways S t.id you 
uon ' t m::>W n;,;, f ur lt ' S - you ' r e not go i ng t O let 
!'.nyb.:>dy st;;rve . Ltt ' s vnly l'ut clo\1'!1" billion . 
Lt:>t ' s s ee .m.:r" .. u o.1· ~ next ;; ,.,·ch or .l.;>r il , &nu try 
it . " I don ' t t niM I ' ll g&t anywher e . " Don' t put 
dolm anytning for pubti<: •;;orks ; you 1v e t< lreudy eo t 
6vJ million dollar s . Anu only put in SJJ tllllion 
i';,r Hgriculture . L(t • s see Nhat tu.ppens . n 

No·;, ;~ .. u;..~E otee;s s &ying - I tnin.< ne t. r zu es tnat 
in o ur pr esent five billion of t&xes , 5JJ million i s 
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really e ar ma r kea for Agricul ture, and Murvin Jones 
~ rgues t hh t way . Wha t? 

Jarvi n insist s tha t it ' s 620 . 

.'/ell , Chris t, for my sake - I don' t car e , but I mean 
for t his - I mean in this r oom . 

Tll£. t ' s rignt, in t his r oom . But I c ar e as f t. r as 
~urvin is concerned . 

In tais rooo it ' s 5JJ; f.S far as ~f.rvin, it1 s 500 . 
You c.na I e r<! t ogether :m th:; t . 

I ' m just trying t o t hin& out l oud . I say , ·~by don't 
•e do this , ~r . Presi aent . See , we've actually got 
nothing t o l ose . Say 5JJ for Agricul ture, a bi l lion 
for relief' , and no thi ng for public 7iorks , and expl ain 
thbt .:e•re in the rui c:.s t of on upswing , tha t you •r e 
try i ng t o g uess 18 montns &t a t itoe, and t ha t you 
will t ake another look a t this thing the l as t month 
Congress is in s essi on . "nd tha t you delay doing 
a-ny thing , on th<t basis, on yuur t ax pr ogr t<m until 
tne l c. s t mon t h tn session . And then, depending on 
.;nat Congress does , you ' ll Llold th" t a s e whi p-hentile 
on wh~t you oo in the t &xes . " 

N.>.v, if oe aio tnt t - u· ot: ai<l tho. t , .:lu. t 1ou la tlu:. t 
:1eo.n? El;:>.f :nu~•l :oul- y;:>u s ave:? 

NJ , oJ . Fiv~ hunoreu :nillion on relief . Nothing for 
public •or:t s . 

I nt ven ' t got sn:r t hlnt ne:. for , ublic ,,or ks . 

You ~ot fiv~ hun.rcu million . 

Upon cont rac t ent~ r~d tnto . Go t to be 11~uiu~ted . 

N ~ , no, new . 01an1 t you put tnot h"r f i ve ilun\lr ea 
11Ulion 

Genen.l ,>ublic •. or.c::J . 

Yes . 

• 
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Jus t isn' t uny use arguing . Let me t ell you. You' ve 
got u contract - go t an bUtborization of ~bout 
~5J mi lli on dollars for good r oods . You've got a 
flood control bill on your books of ubout seven or 
eight nunored million. 

Dan, let me try . Let me put it up and let them 
knock it down. It 1 s no harm to put it up and knock 
it down - for him to knock i t down. If you only put 
in L billion for relief, you s ave f ive hundred, don' t 
you, end nothing non f or public works, because you've 
elreb~Y got 6JO million, haven't you? 

Have si~ or - five or six hundred million of expendi­
tures . You' l l have mo r e t han •••• 

Nothing f or - in toe new budget for public works . 
Ho .. much? 

It would be five hundred million of the general 
public works pr ogrum 1n tbe budget; tha t's new 
appr opriation. 

All right, five hundred . And now only f ive hundred 
f or Agriculture . How much? 

.;ell , "e 've got a bllli .:>n •••• -no, par t of t bat is 
~ood roLds - got & billion and 75 million; t ake 850 
million. 

you 
ao.,. mu.:b •. ould/save? 

350 million. 

I s that all? Bow much you got down f or good rOildS? 

225 million in /.gricuaur e , mos t all of which -
pr uctical l y ell of fthich is gooo r oads . 

He W6S willing l ast YcLr to ~o ahead on 
million .or gooJ ro~ds, tbe aver age f or 
five y~ars . If }ou cut tbut 150, you•c 
mill i on a~ ved . Le t ' s Just ~ut it aown. 
1t do~n . It doesn ' t uo any hbrm . Be a 
c. hr..lf off . 

L hundred 
the l as t 
hbVe 5JJ 

Let ' s put 
billion ~.<nd 

And t nen if he ' d do th•·t ~t nd then say - ins t .. ud of 
nino }'ou•u nave eignt - you1ci LlL Ve • seven t nd 11 
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bolf billion dollar budget - 11nd t hen say, •Gentlemen, 
r .1on•t lncreose the t ~txes until I see what Congress 
does, and 1 1 11 hol d back my t ax progr am." 

J..r~ nope of st&rting snother ~conomy progr am in the 
enlr.rgeu;ent of these &dministr£<tive bureaus ar ound 
here? 01" course, t hey ' r e jus t growing by leaps und 
bounds everywhere . 

Tha t ' s true , but tha t isn ' t wnere your money is being 
spent . 

That ' s not toe big money, but you might •• •• 

But boys, you s ee? Jus t let me lenve this . I 111 be 
bac~ in t nree minutes . Want to go in ther e because 
J.. r ch.ie isn't ther e . If the President "ent to the 
country with a seven and a ha lf billion doll ar program 
instead or a nine billion dollar one and then this 
thing ~as increcsed, t hen be can put it on Congress 
~nd t hen let t ne people fight with Congress . It gives 
us ~ chance, you and me, to roeke some speeches . It 
also gives him a chance to say, 11We won ' t do anything 
&bout t t.xes, depenaine upon what Congr ess does . n Then 
if Congress 1ncr e6ses this by a billion vnd a half, 
he can s oy , "t.ll right , it' s up to Congress t o r aise 
r.no ther billion und e h~lf in t axes ." It gives the 
~:~an something to trade with . 

Yes, sure . 

J..nd he scys , "All r ight, Congress, if you i ncrease 
tnis by & billion and a half, r ei se me &nother billi on 
t.na a nalf t axes," instead of saying , "Congress, god­
d~Mn it, you've got t o r &i se another billi on and a 
Dtilf . " I t puts the burden on them. 

It ooesn • t ~ake the outlook so hopeless . 

Right. If things get so cuch better , maybe we YIOn ' t 
need it . r.!Bybe we can s &ve e bi llion dollars . When 
I ur gue like tbis - I ar gue forcefully - I'm Jus t 
thinking out loud . 

:>ure . 

But I•m thinKing of somet hing tbat would t ast e good 
&nd t ati t the burden Kon ' t have to be- t o be thot we 
originate a pl~n to r t. i se c billion and a n~lf taxes . 
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It isn• t so crazy, is it, 'Hayne? Huh? 

No , sir . 

(H . ~ .Jr goes out) 

123 

George, on this tour billion plus, whatever your -
I don't know wbat your state figure will look like 
in terms or •.•••• 

Four eigot - you mean tor 1940. 

I'm just thinking or wha t ever it may be in terms of 
·deficit financing, and so on; and you' ve got your 

s t a tes; which will be l ocal bodies, which wil l be 
doing some ot t au t t oo, I assume. I don' t know 
Rhether you 've got any tieures . 

How do you mean? You mean taking out ot national 
income? 

Yes . 

Well, of course, on thut , Vlayne, they 're really not 
taking out and throwing it in the ocean. What you 1re 
aoing - you're diverting 20 percent of your national 
income und soci alizing it. 

(Nods yes) 

Tn&t•s wnat you ' r e doing . 

flha t I'm getting & t is, using these same figures the t 
you h&ve there •••• 

For the Federal? You mean this tning here . 

Tb~t same type of computation . 

I see . And include tho st ate and local income. 

There a r e certain things that you can go into in the 
past and show how much s ~vings , l et's say, t he nati onal 
income - a national income of 60 can produce . I ' m 
talking about savings. 

All right . I get wnat you mean. 
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See what I mean? 

Uh-huh . 

All right, if you take , let ' s say , five or six t otul 
between state and locul out of your - your neLional 
suvint:s out of a given income, what have :rou got left 
over for privut e? See what I ~ean? 

r or private s&vings . 

Yes, private capit&l . 

In order t o add to your pl&nt and that sort of t hing . 
He can make some estimates, but that's rather - I mean 
we can make some estimates on it. 

Vlell , the only •••• 

In other .vords, you• r e tryill8 to find out .vhether 
there's anything t here, and you •re checking it . 

You' re using all your savings for t axes . 

iiell, not in t axes . I ' m t alking a bout this. Let 's 
say here ' s your marke t level, which is a gi ven market 
level. It's full , you see . Let's say that your pail ' s 
about there, you see, end that's 1.n balance. Youtve 
got national income which in the follo•ing year is 
going to produce so much in s &vings. 

Oh-huh. 

Waybe that ' s t en billion, I don' t know. 

~es, yes . 

All r i ght, if you get t his four billion or five billion 
or six billion deficit that's going- I mean for public 
purposes - r me«n how much i s there l eft over for your 
J)rivate purposes in the f orm of actua l savings? 

I get you. 

I think you •11 - in order to try to answer the q ues­
tion th<t Henry ' s got on his oind - "All right, how 
lon& can you keep on doing th6t? ~ 
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Yes . Well , of course, there ' s other things. 

There ar e other thi ngs in there, but ...... 
I t' s balance between income, savings, and investment . 

That's r ight . 

And government t axa tion. 

Yes . 

l'lell, I' ll tell you what we ' ll do. Let's put i t 
t ogether; lot of i t will be guesses, but you' ll see 
what i t is . 

You're r eaching f or an a nswer which we ought to have . 
Cun' t be an accurate one . 

I t depends a good deal on the t ax str ucture, where 
you •re pulling this . Now, I mean wher e your - whether 
your revenue is coming out of people that ordinarily 
would have spent or if it ' s coming out of people who 
norm&lly Nould save the money. See, it' s wher e you ' re 
sucking it out. 

If you ' ll go back f ar enough, you' ll see - these boys 
that I hear about a re reaching eround f or something , 
but I don't t hink t ney ' ve got it. 

Two scnools on it. Some of them think that i n the 
past we got int o trouble because we didn't draw 
enough; too much s t.ving . 

Eut if t her e wos e n)' over-saving per iod , you get 
into trouble . But t here ' s some place there ¥/here 
she ' s ~ind of in balance . 

I t hink I can make a pretty good series of esti ma tes, 
so we can see historically on that thing . 

That ' s whet I mean. 

I can put t ogetner estima tes t ha t have been made 
by differ ent people, so you can see wnat t he thing 
is . 
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Let ' s say obviously if it ' s 49 or 50, or whatever it 
may be , there isn•t any excess s tuff. 

I get it now . 1 1 11 get th11 t t ogether . 

Some fine day the thing will stop ~ithout anybody ' s 
Jtnowing anything about i t , or why. 

1/hen t oey give up hope, it will stop. When t hey can• t 
see any light 1or t his th ing to continue on .. . I t 
~ay not be ration~l ot a ll . 

It 10.11 stop if t ney get a cllance to put their money 
some place else . 

out toe money nes t o be t ber., , Den. 

Yes, NOea t ney - it seems to me tha t it will stop 
when t he - •• hen L group of people who ar e importan t , 
so to speak , give up; they feel that the only outlet 
is t ha t f r om here on you go into i nflation, and that 
snoclt v11ll cnuse a crack-up of the t hins, tt nd from 
tha t cr nc.<-up you get infl&tion . Ra t i onally I t hink 
you can go a long ways f arther t han this . But you 1ve 
got to handle it awful c arefull y . And tha t ' s why I 
tnink i t' s awfully important for the Secre t ary to ask 
the Pr esident t o make up ius buaget t hat way, because 
tha t gives t he public some hope . But to come out with 
t he President ' s budget, the same four billi on dollar 
a eficit - I don ' t know; it may ride all right. 

' 

~ell , I t hink the a t titude of the people on your f our 
billion dollLr defici t is i n t er ms of your progr&m from 
there on. You've got t o have another four billion 
uollar d eficit . here isn' t any way out of it . But 
from tner e on is wha t you•ve got t o hol d out hopes 
f o r - 1941 - where you 've go t to begin. 

(H.;.t . Jr comes back) 

Dan, you c an ' t go t o tho - the Pr esident c£n1 t send 
up a budge t message asking f or nine billion dollar s . 
Jus t can't do it, t ha t ' s all . 

Well, it' s quite obvious on its f ace when you l ook 
a t i t . 

llhet? 
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I t's quite obvio us on its f ace when you look at it. 

Tha t it ' s n ine billion? 

~es . 

••nat? 

Yes, sir. 

Yes , but then if he does it my way - if ne does it 
~y way and cuts tnis thing a billion and a half and 
me~es it a seven and ~ half billion dol l a r budget, 
tnen it g ives him a chance; if Congress r a ises i t, 
he says, •o .~., for EVery ool lar you r a ise, give me 
~nother dollar's wor t h of t uxes,• and ne ' s in a nice 
trading position. 

Well now .... 

The othe r way he says - the other way you're going to 
have hi m s ay, "The budget is nine billion end we •re 
going t o r aise f ive - we're not going to r aise any new 
taxes . • Or a r e you going t o have him s ay, "I wont a 
billion a nd a nalf to two billio n dollar s more t axes,• 
and he ' s got t o toke t he full r esponsibility? 

I t alked a little t o t he President the o ther day about 
this same q uestion tbat I discussed with you coming 
down in t he car t he other morning, and he seemed very 
much interested, ana be said he ' d l~e to see the thing 
NOr~teo out t hat I discussed wi th you and a story writ t en 
around it . No~, it seems t o me thLt what you 1ve got to 
do is submit a budget f or 1940 along the lines t hat I 
nave sh01m - I showed you tho t t oday - and t hen d i scuss 
• nere t he cuts can be made end what ' s got t o be left 
in, and for IVI:lich ·we ' ve got t o r aise t&xes in the 
future , and frankly a dmit tha t 1940 is over the dam 
and ~ in so fbr as the budget picture is concerned, 
a fter elimina ting HPA . What we do on tha t will be a 
ma t t er f o r dec i sion a l ong towar ds the end of Congress . 
And he did not seem to ob Ject t o a committee to study 
this whole r elief problem . knd maybe before Congress 
ad Journs you c an have some very definite progr am on the 
future r eli ef, bo th ' 40 und ' 41; if not ' 40 1 certainly 
' 41. And ~:;fte r t ne)' se t t ha t pr ogr8lll, t hen it will be 
tice t o l ay tbe thx~s ~round what i s e no tioOLl policy 
fro:n t oere on. 
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It ~eems to me t he t 1 s t he way you've got to t a ckl e 
tnis thi ng . Go t t o a dmit t nn t ' 40 is gone . Go t t o 
::.dmi t t ne r e ' s '· billion d ollur f o r public works ln 
l 94.l which yo u c a n ' t t h r ow o ut the window a t tha t 
ti'lle , be cuuse t ile contr ~c t s t~re entered into . But 
H' sty t nis fig ur E: o f u billion dolla rs c oulu and 
:,n :>ulu b e t liminLted f or l he f uture . 

utn , I th!.nK tnt c :..a:..t tt. ec ts O. K. , but I nr ve yet 
l;) s te u,y c o::u:.i t t ee eve r hLve ~ ny e ffect on the 
Pr~:,iuent . I hcv~ s Et t o. s£e &ny co~ittee nt ve r ny 
t;lfe.:: t on n !::~ . 

ar c:ur se, getting br cit for • moment t o t nis r e venue, 
t ntr e ' s ::. ~::.y - tncr~ 1 J ::. WLY th~ t a g r e Lt d ea l of 
r e ver.ue coula bt. rt•i s ed Lnd s noul a be r a i sea , i n 11\Y 
o,>i nion . I u,m • t Kn<>w us t~ nyboay ag r e. e s vli t n me 
'b.mt tnis , but I 1 v(• t r lo<ed - I t. L.<ea .• ith !los L bout 
1 t r'or n :>urs on end , () Od I .-no. t aer e 1 s a v.oy her o thll t 
c" ' ' be t' :>und . Hcr·e ' s t nt! tiling , he r e ' s tllt f i e ur e th1 t 
s ~irred my imrcinl' tion . !/hen I f ound out t ha t our 
l a t ul f ive nundreu t nousa nd i ncomt t ux bi unk r e turns 
from corpor~< t ions snowea o gr oss r e venue f or those 
f i ve u undt· eu tuous< nu cor pora t i ons o f JO bi lli ons of 
aollar s , &nd ou t of t ne Ju bill i ons , l.) bill i on of i t -
they we re o ccupyi ne: tno broeo hi&hway of trc.de a nd 
c~~~erce a na only ~v blll i >n out of JO, o r t~o-thirus , 
•· er ., )&Y ing t r.y rot o t t x . 

lio•· , I beg::n t o s t udy f r om wht t - my own kno .. ledge of 
. ua t h~ppens i n 1 c or ,>or a t ion i s t nis . You ge t oo1.n 
fir s t ~ our t o t a l Sbles . 'lhen we cct c os t of st les, 
.::~·t, ri<l a nc supiJly . Th: t i 1V"s us :.ht t .. e «nO'•' • s 
.,r oss r e venue . " no t ne n .v~o na ve i n the t ~ x l aw - the 
f ra lEI'IO r..< calls f o r c c Lrt< i n nUllber or' d educ t i ons , 
Lna t here • s wnere tne sn .. nuni g .. n s beg in, a nd you come 
uo.m to t he bpt x o f t ttl. s inve r ted tricngl e , t 11i s t hi ng 
.. ., c&ll " nt! t prvfl t , ,. no it' s u pin- prick . The r esul t 
i~ tll< t tha i JO billion dol l a r s h e r e of g r os s r e venue -
,,,. 1 r e. <>nly collecting 1nco111e t t• X on :GO bi llion dollars 
~ I' th~ t ;::ross . 

!loiV , so::JE:Whc r e the r e i s ~ pluce of moving t hat figure -
t nc t ,>.:lint tnere U fl t o some pl;.ce her e , wl1ich is goi ng 
to b r~no; i nt..1 t he r t.vcnue so:tel~here bppr oxiauo t i ng whli t 
~ucht t o b e in t he r e venue froo thc. t JJ bi l l ion dol l or s 
of g r .;,ss 1ncooe . 
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Well , what would your tnougbt be? Oo tbe whole bog 
and t ax them on their gross revenue? 

I wouldn't - tbat 1 s so unpopular to talk hbout - I 
wouldn ' t call it t hat . I would approach tha t •••• 
That would b e the ideal situation, from my s t andpoint, 
but there you run afoul t his suggestion tha t tha t is 
not basea on the ability to pay, because the corporation 

thet aoesn't e&rn any money can't pay any tex . 

Wony corpor&tions in ~hat triangle have deficits . 

Huh? 

Uany corporations will have defi cits . 

Ueny of them do . They ' re paying t ax now in capital 
stock t ax, of course . So t hat tnis they ' r e hollering 
about - this i s approaching - when you get up to that 
gross revenue, this is approaching b sales t ax, gener al 
manufacturing and sales t ax, in the l£st analysis. ' 

J ust speoAi ng now about r &ising r evenue . I n the final 
enc.lysis , there ' s where you're going to come out if 
you ' r e ever going to r aise the r evenue . 

It doesn ' t make me sick . 

Nbat? 

It doesn ' t make me sick . 

It aoesn•t cake me sick either, becvuse we got - 57 
percent of our tax bill comes in now through sales 
t ax . And Mr. Wallace wan t s to put another sales tax 
on, )OJ million or 500 million on food or clothing . 
~c.lls tnem processing t axes, but they •r e not process­
ing t axes at all, but they ' re sales taxes . 

As you say, Jobn, you have to kick this ability to 
pay right out t he window, don't you? 

Uh-huh . 

lbvt ' s what your processing t ax does . 

I mean all t hose things or tha t kind . 
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'• n· t ' s ~n:. t our excise taxes do . Getting down t o 
tne bab~ ' s mil~ on ev~ry one of those things , no 
.uestion about it . But ag~in, you ' re c onfronted 
witn ~ne r tality . 

"no of cuurse, the consUJiler t a x is the e!'siest t o 
es t illlr. te t. nd vm•ies the lef;s t . 

Tn:. t ' s r ignt • 

I s tna t r ight, Geor ge? 

" h<. t oi&S my 1Cj)ress1o n t oo. 
s tuuy ''t Y bs.cl< a na we found 
~rrors on t ne miscell~on~ous 

bhte>ric~lly . 

Tills summer .Ye aJade 1o 

out th~ t tney made lrrger 
t uxes t ht. n on 1nco:ne, 

Out the windo~ with thu t one . 

I w~s very much sur~rised a t t bE t . 

'.L'hc. t t hing Cl>Usos t he Oe pt:.rtment of Intern&! Revenue 

more heud~ ches perhaps t nl>. n Lf\Y othe r one thing, 
bect.use th~ cos t t o the Burel.U of v .,l'ify lng tbos e 

t'ie:ures , wnl c11- a s I suy, ther t: ' s L lot of sllemr.i gt>ns 

golng on; you .<now y ou •r e cllor ging ... ver y tnlng you 

~ossibly c a n to e~~ense ; it m~y be u ca9ltal =xp~nd1-

tur e , but it .,oes in the expense itClll . Jlnd t iJose ..•. 

~/ell , m&ybe I 1m no~ up-to-da t e s nd e ll the rest of 

tnLt , but 

(!:.toUt: hs) 

I 1 m .u.>t ct.yb<. Ln olu-fLsnioned boy , but t o f ace 

~n,tncr four billion uoll~r defici t- I J us t c&n1 t 

see it . 

Tn~ot 1 s ~ billi on dollLr deficit financing every 

.uLr ter. 

Yes . 

(Noos negu tively &Il<l h ughs) 

And the t' ~ ct ttla t you 've bod it r unning since when, 

' Jl? 
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:;e ' ve got h lot of - we •ve h&d a lot of breaks . Cold 
coming her e on cccount of l ook of confidence in Europe, 
n .ther t nan confidence i n America , knowi ng it ' s u place 
you can ' t bomb; a t leas t , t hey don ' t t hink t hey can . 
All those thlnes . But I thinlt I •m r i ght .vhen I say 
t ne t the increase in our gold is - j ust check this 
s tate~ent, George, wi l l you; I mean you m~y not be 
able t o check i t - tha t the inc r ease in gold we ' ve 
go tten in the l Ls t four yea rs, ~fter you ' ve deduc t ed 
the newly-~ined gold - every dollar of it. h~ s come 
out of Fr a nce. 

Out of France. 

I thi~ tn~t stLt ement is correct . Just check t ha t 
once . No.r, if ttu. t stste:Dent is correct , a nd I think 
it is 11i thin re., millions, see - th<i t t he gold we 
nr:. ve a cc.uired , afte r ded ucting the ne.tl y- mlned gold 
o f tne vor ld, nas hl l come out of Fr ance - now, if 
thbt sta tement is corre c t, then ou f i t;ure U,l ho.t much , 
Fr E. nc e hr.s go t c. n.i yuu kno .v ho" much more we c an g e t, 
( nd it ' s damn little , see? I meen it almo s t ·vorks 
.)Ut t.at. t way . 

1n~t ' s ve ry c l ose . 

uaa t ? 

7h&t ' s v ery c l ose . 

hna i t's nev~r been put jus t t ha t 11ey, s ee? So the 
Japo.ne se d oesn' t Eoount t o so much, but if you l ook 
. r ound w3er e •s t he r bs t of t ne gol d going to come 
fr;>.n? 'I h e only place it 1 s going to cooe f r oo is 
ne,:ly-mine.:~ gol d , c nil I t h i n't •nen ~:.11 the~e J)eople 
a r .. ,;or ::- i eu ._na t: v~rJ t h i ng &lse tbout so much gol d -
you c~:.n t t Ke E l ooK c. t tna t - it pre tty ne1.r gets down 
t o wh:: t Ne c a n e:~:t from no" on, Nbicn is newly-mined 
gol d Ena no t much els e , Geor ge? 

Tha t ' s a bo ut a billion t fiO o r something . 

Yes . See? ::io 

Billion t wo bnnually . 

" onUE.lly , yes . 
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Wht..t? 

About a billion two onnuelly . 

Yes . Vlha t I 1 m g etttng at i s that eny great big 
flight of cepit~! thls way - I don' t think the 
Ch1Jital i s left t o come here; I think it ' s all 
pretty tnuch nere . TulKing in &eneral t er ms . Which 
enters into our finuncing . And if *e got a 60 
billion dol lar r evenue or 7J billion dollbr r evenue, 
is t~ere f our billi ons t ner e of money ~nich ~ould go 
int o Gover~~nt bonds? 

In~ot • s wnilc } O U werE: out wm t 11e wer e t rlkine j;bout. 

If tna t• s tner e , t.nJ .~e • ll assume t ruo t it is ther e , 
now much is there hft over fo r any other .JUr pose of 
invest ment ? 

li ell, my guesa would be aomn 11 t tle . 

'lh;;t ' s just !>bout what we wer e putting lnto 
ent er ,Jrise in t t1e pe riod from 1925 to 1930 . 
9utting .. bout f ive billion uollt r s EnnU&lly 
t he comcuni t y . Ha ven ' t beEn doing it since 

l:lo., :nuch? 

nbou~ five billion. 

priva te 
We were 

b1ck into 
then . 

I tn:!.ru: my 1 igures on tht t &olu, George , are ~>bout 
riga~ . 've r y e&sy t.:~ cnec.< . 

ieti , I ' ll check . 

lJoes th!lt chec.< .7itil <obout what you ('Iaylor) •• • . • 

( Nous yes) 

' 

.t. he r e i s &nother tuing tn~ t ro1~o tes t o a l l this, 

.vni.:u is, .:~ ffnt.nd , we ' ve been doin& some work - V:1 yne • 
n~s ~sitea t.bout the bcru:ing picture . I t hin.c the 
:.it.ua tion gt.ts ooro uw more oifficult to nandle, lnd 
I t nin.t the !!leCnt:niSm i s an impor t an t p&rt of the whole 
picture, &nil our bt.nking structure i s so fixed tht. t i t 
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ls a very awltwprO lnstrutDent to handle. 

hwful . 

o/e t ve been working up aomething - Vlayne thought there 
might be some legisla tion coming , we ought to be set, 
nuve something , but it hus a d i rect bearing on this . 

If you ' re going to have the ' 39 deficit and the 1 ~0 
deficit, end so on, t o fl n· nce, tnis structure tha t 
you' ve got - wny , 

You ~e~ ltn tne r~s~rvc3 ~na ~ 11 tnct stuff? 

(r;o.is yes) 

"n.l the big ;ortfo lios in toe b6nks . You ' ve got 
S·)me tric ..ts to work on tha t, but you can hanale it 
very slick. 

Ht• ve you any cnar ts wilh you finished? 

I ol!iS jus t t hinKing the mucllinery may not be eood 
enollbh . 

••ell, I' d li.te t o lis t en, Couldn' t do it this 
morning, but I w~nt to listen. 

nave ou (H~Ls ) got your bubble caart? 

Yes . 

Can I take - I'm going to wri t e those figures i n t he 
lest colu:nn, 194-l - I wunt t o leave the ."jpA blenk . 

O. K. 

IJon ' t m:nt to put any suggestions in his head of 11 

billion 1.na 11 nalf . 

i vant a seven unu R naif bll l i on dollar pi cture . 
1n~ t ' 3 whet I' m going "to sugg~st to the President. 

Ur . 56cret~ ry , tuese white bubbles are their estimates 
th&t tney gave usn in July, bnd nere ' s how it actually 
~orKe~ out . This ls a c~sh defi cit we•re looking a t; 
l.n otner worus , Nnen t•ley • e r en ' t eble to s pend r.s 

' 
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:ouch . Ana these orunge ones a r e the r ecent est lma tes 
for these mvnths . 

• ais is the t o t rl? 

'!his is tott.l deficit , 1 nu on the expenaiture side 
eacn uonth they were less tntm last yea r ; lilld. on the 
receipt side . 1h1:1 11orks out about 7 ;>ercent • ccumu-
1: ted for those tnrce montns; a pent 7 percent less 
thwl est:Lno to~d . On the r~<Cdpts, .. e .;ot in 5 p .. rctml. 
~ore tn&n ~e est!~al.ea . This one is right on t he hc~u 
~nd tais !s a little ovtr . 

'11 rigat , noJ. \\hi•l. tl:<ll you cot? 

!I ext one i s f breuK<.~own of this curve nere . Here 1 s 
nerry BopAins . In J u!y h~ est!materi tnis way - \.hose 
wni te ao t s . He •s up thertl . Tiu.l.';; 193, t.nls ls 194, 
an..l n& 1 s mov eu tnese up to th~ t level . I C< n snow 
yvu befor e he hau t hem down here . 

Now, her e ' s Ickes . You sed, ae1 s missed nis sha r ply 
ee.cd time . !Jut insl.eHu of cuttlng these down townr d 
the end of the ye1 r, he r t.ises nis amount he 1 s going 
to s;end u t t~e cnJ of thu year ; but h~ f i gures etch 
month he ' s going to do i t fLstcr . 

Going t o ;; e t up to tm t ;>olnt . 

He fisur es, :n otner .1or Js , ne ' s not 5;oin,; to ma~e 
.vm.t ue ' a est!mt.teu for toe t :>tt.l ye;.. r, but he ' s 
&oing to ~e~e L littl~ m)r e .. ••• 

Here's nt~i,nLl aefenst . Been running ?retty clo~e . 

'J.nis l.s ~.:>.De<~ru.t irregul:..r ln here . Tnis is the 
i:~ terest , of cour"se . /,nd h£l'e 1 s 1-gr iculture ; they 
fell Ci.JI'm the lb.s t mon t n . 

J.nu the big s;enaer n11s done pr etty •;ell. J esse 
J ones - he ' s go t his - you see where be estim~ted on 
this side thr.t much, bna he t .>o.< in that much mor e than 
thbt . And OVLr here n~ Skia he was going t o pby out, 
but ne ec t uelly too~ do~e in ne t . 

Gooc olo Jesse . Wt~ don't ~e bive Jesse Ho~~ins • s 
JOb, uuh? .. nat? 
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Switch jobs ther e , wny, ••• • 

Yes . 

:l.ne boys f1 gur1118 these per cent ages say, •He ' s giving 
us a l ot of trouble, becau se he s ays we •r e going one 
say and he goes tbe other way . Can't fi gur e percen­
t age ." 

How much he ' s off . 

ao~ muca he 's off. 

'ibis is tae f"ir s t chert I sho.rea you, on a diff er ent 
ba sis, snowi ng cu:11ul& ti ve . You s ee her e t he deficit; 
t ne Jt! per cent r ttn off t ne c nart - less than estima t ed 
in July . 

Jc! percent . 

"Od t he expenditur es are 7 percent less t han e s t ima t ed, 
and t he r eceipts are 5 more . 

¥es . 

J<nd t ne only pur pose of this char t is 1 t shows - 1 t ' s 
cumulat ive nere - the r ecei pt s , those t oree bi g i tems , 
ana over nere ere t he three dif ferent esti mates sent 
i n t o Dan. 

I na t would only conf use me and the Pr esident . I don ' t 
"ant to t ake t hc t . Put tnat to one side, please . 

Let' s see . Well , tnis i s t oe -this i s t he same 
t hing as t rlis , onl y f or tnis br eakdown, s ee? 

Ye s . But this breekdo Nn i s good , isn' t i t ? Should 
he see this? 

¥ou have it ther e . Cumul a tive up to ther e . Hopkins 
i s ahead t en percent, and you c an see it over t here . 

uo I want t o t ak e till S as .vell, or doesn• t he ge t it 
a ll when he gets that? 

I t n lnk ne ge t s i t all on tha t . 
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I t hin.< so • 

" on • t you thin.< so? V.1uat? 

I tn1nK so . I t hi n.< you ' ll be c onrusing it by mor e . 

LhJSe t wo . 

vn-huh. 

I tHinK t nos e t '1o , Geor ce . 

•-11 r1ght . 

u on • t y ou tn!~ so? 

Ye.; , I s rtould t.'lin.-: so . 

No. , you 1vt t:ot tae r~venue one t her e , hcven• t you, 
tn., i>J , ?J , dJ , '1)? You ' ve (H~:nes) go t tha t? 

't es . 

I ' ve go t thi:;. ••h(a t 1ll ''~do with t his? 

" tn t t o put tbe;;e Yi ttl tht~ t? 

·uu t ' .;> tn.:..t est!.::£. te . 

J~.umy 1 ~ t: .J i :.>ne too , so you Non • t need t o t vke 1 t if 
you UOll 1 t /t nt t o • 

Tht. t • s ;. l l rlgnt . I uon• t ~oe t ha t we cvn uo much 
more , uul11ss somebouy .. Lsu .. unts to mHke c n;.~eecb • 

.. Ult u bret..l(Jown of tn<lsc estinu.tes . Th~ t • s a detailed 
ono . 

•·ll rignt. 

nny thine .nor I!? 

No , I ' ve s &i d enough • 
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Vient t o soy anything more? 

No . 

J ohn? 

No, I h&ven•t unythlng else . 

Not no~ . I f eel a 11fully sicK . 

I cu:.o my stomach re!Dovea about t wo years ego . 

138 

If 1~e can Just get some economic r ecovery in this 
country 

1 
t ills pr obl em will get very, very much less 

burdensome . oo I tnink we ought to - I t hiDA ne 
ought t o bend every effort to start with him on the 
basis of doing everything we can t o encourage priva te 
ent erprise t o go b11 ck to spending money . 

• 

nnd of course, tnat r aises the question as to what 
you 're going to consi der more or less of & normal 
year. I f your nLtional income - lf you consider 1)8 
& normal year , 7J bill ion dollars national income, 
then you start by r&ising t axes from a point much 
above your pr esent budge t estimate . 

Ought t o get your r evenue up above that, b ut ar e ~<e 
going to get 70 billion dollars? 

No, but we oad 70 billion plus in 1)8 . 

' )7, you cne&.n. 

but your •J d buaget n&s built on that. 

~na t' s rigbt. 

uo tha t year you bed 6 billion JJJ million dollars 
of r evenue . Now, 1f that I s a normal year 1 then there 1 s 
where your new t axes soould start from, end not f our 
ana a ntlf billion aollar s . I mean if your t heory 
is good, i sn 't that right? 

Regraded Uclassified



( 

l'lunes: 

LI . ~ .Jr: 

H. oi . Jr : 

Haas : 

B. A.Jr: 

( 

ti.A.Jr: 

Hunes : 

B • • • Jr: 

Hanes: 

l H. e.i . Jr : 

139 
-41-

Sure. 

George, that one tha t shows a nutional r evenue -
would you have one done for me? 

1 cnn go back and get one right now. 

Xou go t one? 

Xes. 

Phone f or it. 

Well, the only possible pl ace we differ i s - my 
thought is t ha t wna t I 'm going to s et up for the 
Pr esi dent t o knock down is - we talk about a seven 
and a half billion dollar budget on the present t ax 
structure , and then wait und see what Congress does; 
and then wait and see what Congress does , ana t hen if 
they r aise, for every dollar t hey r aise we ask for 
another dollar of t axes . No.v, the other way would be -
does anybody thinlt we ought to s ay, "Well, no matter 
what t he budge t is, we ougnt to ask for increased 
taxes"? 

I didn't hear that last . That no matter what your 

1 mean in his budijet message saould he ask f or 
addi tional t axes ove r and above the five billion? 
~o you s ee? 'l'here ' s t Ko things. What I •m saying t o 
n1m is tna t he put this thin:; down to seven and a 
half billion, ~nich would include a billion of new 
money f or relief, and that ' s all; nothing for public 
works, nothing ove r 5vv million for Agriculture. 
Now he puts himself in a position - "Now gentlemen, 
here it is . If Congress t hinks we need more money or 
Congress thinks we re~u1re we get mor e money, O.K., 
but for e very dollar ove r and above that I want a 
dollar of additi ona l t axes." 

Are you going to make any recollllllenda tion to him as 
t o what you think the t ax bill ought to be i n toto? 

No, I'm going to let you do that . 

Nell , I - I ' m not in the position to do that. 

No . Yaybe you don't understand me . What I'm thinKing 
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of saying i s , leave t he taxes the way they are if 
the budge t is seven &nd a half billion, see? But 
if Congress raises the budget over a nd above seven 
and a half billion, then he should a sk Congress that for 
every dollar they r a ise above seven and a belt billion, 
t hey should r aise a doll a r of new taxes. ~et tha t be 
his pr ogr am . Then if they shoot it up another billion, 
all r ight, we ' l l ask f o r ano ther billion of new t axes. 

Yes , but t hat doesn' t mean t ha t you won't a sk for 
eny t axes up to the seven and a ha lf . 

rie ' l l as~ f or f ive billion. 

Five billion •••• 

of t axes . 

Keeping your 1938 .... 
••• levels. Not necessar ily the s ame t axes, but t he 
level s . 

The l evel of t axes a bout t he s ame. 

Yes , yes . 

Tha t's what .... 
You mean you ' r e starting with a base of f ive b i l lion 
now in t he structure. We l l now, i f you've got a 
seven and a aa l f b i lli on budget, t ha t means a two 
and a halt billi on d eficit. Ar e you going t o ask 
anyt hing f or t ha t t wo and a ha l f b ill i on deficit? 

llo , no , no , because l t h.ink it Rould just be foolish • 

• la itiaS f or business t o pick up. 

Wha t I' m saying t o you two gentlemen is, I'm willing 
t o go across the street if you f ellows will bock me 
up and agree wi th me t b ecause this is terribly 1mpor-· 
t ant, t o s ay t o t he Yresi dent tha t if he will keep the 
budget down t o seven and a half bil lion the Treasury 
i s willing t o stick on a f ive billion dolla r basis 
of t axes. V!e want shi fts withi n t ha t, but we want 
f ive billi on doll a r s , or a two a nd a half billion 
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<'Oll~r d.;fi.,it, ..,rovl.,eu t he Pres i dent wills: y in 
nis budge t messuge tnt. t if Congr ess r a i ses t ne 
uppr opr iation ubo vc seven ana f. ua l f billio n dolb.rs , 
l'or ' ve r y million uollt• r s tney go : bove 1 t he ' s going 
t o a s,.; f o r a million uol "lb r s additional t axes . Do 
I "'' ,.;e my self cle::. r ? 

'i t:S . 7he r et son t a.., ree •. 1 tn you t .• e r e is b"c1 usti 
in" r.or illt·l yet.r - I St•Y in 1. nor~l ;;e&. r , if ·1e g bt 
b&c,<; t o sometn1116 lL<" no r-tl conuit i :>ns , ... e • U get 
o ut of tne present t Lx bill &pproxLns tely six billion 
""l l<o r s . ;Jo .. , if y.:>u ..:t.n t ~; t ilt'll to aj;ree t o seven 
r.n ... t n• lf billi on uull::. rs, ;-:n:•re not going to lu ve 
& v~:.rt 1:;:-,;t: d1.fi.-:it ln tnere; n.lt goint t oLe ne~rly 
~" <lifl'lc..t: t t .:> !"int nc .. t:J t tuo four billlo>u "ullar 
i icU!'c ,,., •r e tt.l,.;ing b bout . 

dut : tninK tm. t 1 s ''"' sot.&blc . I rne1o n I va.r.t to be 
re .. s~r.:. ole with hlu . .nnd 1 tnl n:< tlE ' ll gr~ b &t thut , 
'-<~ t>ECif.ll:r .tn .. n 11!1 S< " ;~ !J&n 1 S figures , ~OLI tn~n lle

1 
S 

t,..> t t rtt: ,lili~J -iU nJ , tr Oll tt uoe~n ' i. put nim ln the 
,J.>Siti.:>n - Luu if h.: ""'E.ps uln.; ing t no.t home u niJ 1 •. ts 
~' uln,; it ihltn& - 11 llov. loo,.; 11ila t this &e~ns . t ve ry 
tiuH:< ;.>1! ,;o ~bove ~ Jollur , this ls Nh" t lt ute~ns , 
t.nc~ t11~ s i s ;;ne r l:l ; ou 1 v~: ,;o t to ge t 1 t from" - lns t e· d 
.> f just :.,olnt: uv~ r tht-r· ... Ln u S~<Jing, " For Cnris t.' s 
SL.:e , H t. I VE L .Jt L f<>Ul' bill t:>n .JOll !> r ..iEfiC.i. t , lio t h i ll!l 
.rt -=~ n uu <..bo>ut 1 t . " 

u.:m ' t ;ou (Et tnis out o f it, t oo, •'nich is tht mos t 
1-1port~ont t h tn.; in th& wnole lot: t.•a t you ' VE got t o 
m. v., an dJ billi on n::.t i .:>nLl in;:ooe r.nc you ' ve ro t t o 
a&.<e ., _1 >·our bets un ~ ~o t.ting t m. t . Otn•r .. i st! , JOU 
n: ven ' t ,;ot; mucn en~ nee . '!m, t is, sa: i ng instead of 
)" :lur nunarea - ;:ny, your nun tr .. .:i - w.>;,, s ne co'l!eS i n 
fine ; but to a ct>.bt<Y I! cL eft tue n ... t , ::ny , you

1
v<J go t 

t o n~;ve dJ . 

Yes , but uo ; ·uu s"~ •>O•I - inste~c of t u,.;ing tht: . osi­
tion ttv t 11e s t <.. r tea wt til t hts mor ning , r four billion 
aollur deficit , lc.: t ' .; ao l lttlle t r ad ing , not 1vltn the 
Presiaent but ,,1 th the Cuner ess . i.s a mr tt"r ... · . 
.. n~t (t:> ilell)? 

(Re!:;' ins silent) 

'i:n~t •s .. :1, L-Llo.l uf ' S :lt1..: i t before; ~>n.J r t h1r.r: ~net 
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out of that, instead of having a four billion dollar 
deficit , maybe we ' ll get a three billion dollar 
defi cit, and if we can s ave a billion aoll ars, why, 
I'd say that we earned our salaries . And it puts 
the Presi dent in a positi on that he's got the l ever age, 
he c~n keep pounding this t hing, and he can let the 
Trea~ury keep pounding and pointing out all the t i me 
wha t tnis means every time tney put through another 
appropriation. 

Gentlemen, Pet Harrison will just hate t his thing -
I me~n if it' s put on t hat basis. 

I t hink you c an do tnt~ t for 1941, but f or 1940 I 
t hiDA you ' re SUOA· 

"ell, I don•t. 

No.v, I don ' t say too much about fiscal years •••• 

~et me put it this w9y , Dan . You've got no ob jection 
t o my trying this? 

No, I naven' t, and I c ertainly will be behind you . 

0 . r.C 

But I t llin.! ne ' ve got t o look at the pr ac tical s i de 
of t he thing • 

. <ell, I ' m t ryillb t o be pr£ct1ccl. 

The expenditures f ;:>r 1941 bre pretty well set, outside 
of your relief, ;,p,. , iiond regular d epart:nent s . 

I Jus t don •t beli~ve the Presi dent of t he United 
Stot es, if he ;1onts recovery - and I think if he 
goes before the country with a message t he fir s t week 
of January that shows a nine billion dollar expenditure 
and a fou r billion dollar deficit - i f ther e is any 
fight left in the people , whatever's left. i s going t o 
be frightened out, t hat ' s all . 

//ell, t hat ' s j ust the r eason that I've been worried 
about a budget message - to write a story around t hi s 
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t hing tha t holds out hope f or 19J.l and 1942 . 

D&.!li1Y , I think your thought o f d ividing thd budget 
-~ss~ge into t*o parts , your r egula r and normal 
expe1: .. itures of Gove!'O!!Ient t.nd these extraor dinary 
ex~enuitures - &DO your t xtr&.or uinary expenditures 
are dtpcnJent entir ely on our n&tiooal i ncome, so 
toe yrobltom t uen comes b&.ck t o t he b&.s ic one: hoY/ 
.ve going to get our m:.ti onal income up? The t i s , 
thr ough increased •• •• 

John, wha t you s ay fits into wh&.t I s ay . The 
President c:.n s ay , nwe •ve got seven tnd a half 
billion aoll6rs expenditures, five billion dol l ars 
r evenue btsed on toe present level of business . 
&ut if business picks up, &.na I t hi .OA it wi ll ••• n 

" ·· ·· ~nu I '~ going t o uo something to help i t ···· " 

" •• • • 1100 I 1m going t o do somet hing to help it, t~nd 
I want busint!SS t o go aheaa , wny , t his deficit may 
only b ~ u billion or a billion and a half . " 

That buuget message could be made the most bullish 
business f uc t or in tnis country i f it is properl~ 
done, and could be made the most beerish business 
factor i f it is badly done . 

"n" if you don't mind my st.Yil16, Dan, nere in the 
r~om , if we did it in the way - the way the fig ures 
say it, I think it .•ould b e the wor s t ne::s that ' s 
cow" out of ne r e in a long time - if «e ao it the 
W>Y the cold figures are . 

Thot •s right . 

~/ell , by splitting t hem up, sno;;i ng the ca t egories 
tney 1 r.. f ol' • • • . 

~b., fellow adds it &.11 up - al l tarougn and oone, 
nlne billion aoll&r s expenaitures, five billion 
revenue, f our billion aollar s deficit. And every 
heualin£ in the country i s going to s creaz •Four 
Blllion Dollal' Deficit Again" - a fte l' the eighth 
yetr, isn ' t it? 

Let me s tick my neck out ther e - it doesn ' t do&. 
bit of nurm - and let' s do it this way . You show 

• 
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the Presiaent the cold figures, let h11D get the shock. 
Tnen I'll come &long nna say, •Now ll.r. President, 
thLt 1 s wh6t the figures s&y, but will you consider 
this vnJ s leep over it: this wuy - doing it this 
M;.y, see?• hnd then ne1 ll t hiDA it over. And 1'111 
g::>ing to SEY, • Today 1 s !lond&y, will you see us again 
.'ednellc!&.y or Thurscr.y after you •ve thought it over?• 

First of nex t week would be better. 

tie ' s going to be up in t ne country . Going up to 
Hyde Pork again Fri day or Saturday. 

Here ' s your selling i~l~ right there (na tioDEl income 
chart) . 

But ne ' s going b~ck to Hyde Park Saturday. ·He ' s 
60ing t o be up there . Maybe he c&n see us up there. 

Be better if we could go up there and see him; huve 
more chance at him. Ana also, after we ge t some 
slunt about the way he ' s thinking t oday, we could 
n~>ve so much bet ter rurununltion ready f or him next 
'l'l'et:.k • 

. te c&n &SK olm . You (Bell) weren't \dth Magill and 
me wnen we suw him up there, when we bad tha t t ax 
thing . I t was just ~agill and myself, wcsn't it? 

I guess so. I don't think I was tnere. 

Oh boy, he saw us, but poor Ros never had such an 
uncomfortable evening in his life . Never slept a 
wink. 

'llhy? 

The Pr esident went at llilll a.vful ly bard. Ros came 
into my r oom woen I w&.s getting into bed . ~/e spent 
t he night ther e at Hyde Park. &h boy, was. he sick! 

~aying tne groundwork for Johnny . 

lia ve to get our a r mo r on. 

#ell, we ' ve never - Bell or I, we 1 ve never - we •ve 
always done 1 t in a perfectly serious way, b ut we 

1 
ve 

nevor gotten drama tic, .ve • ve never gotten hy stericl\l. 
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Bell: 

( 

14S 

-47-

Lew Douglas usea to get hysterical about the thing . 
Never got him anywhere, never s aved the country a 
aollar. Made him a slck man . Made him r eally a 
s ick man . Ana a s I say, it didn' t do the country 
any good . 

t'lell .. .. 

Nothing t o get excited about. 
bre just -they're facts, and 
so we con• t coange t hem . Non 
there's toe problem. 

My Lord, the f acts 
we didn't make them, 
here they are a nd 

But Bell , I ' m not going t o tLke ' 40 f or gr anted . 
I oay be a aemn fool , but I ' m no t going to do it. 

bS I tole you when I went over these figure s , I 
thought I c oulu r educe them somewhat and hoped George 
coula r aise his revenue es timates a little. 

Regraded Uclassified



TREASURY DEPARTMENT , . 

INTER OFFICE COMMUNICATION 

DATE October 10, 19}~. 

ro Seo~re&rT rgenthau 

PROM Jtr. 

SubJect: The e111ee1 Situation, 
Week en411lg October S, 19}~. 

Conclulion• 

(1) 

A continuation or the g1ner.t reooYel7 80Yeaent , wbich 

tor a tiae threatened to be i.nterrupte4 b)' adnr1e denlop.. 

mont& abroad, ~ get under war now that the i-eiUate war 

threat bae be1n remoYed. The outlook, howeYer, i1 b)' no mean• 

entirel)' clear, cb1et l)' becauee o r uncertaiAt)' oYer poleible 

further deYelopaent• in Europe. 

(2) 

Baeic condition• in the United Statee, apart rroa the 

foreign e1 tuation, han continued to point to a ge.neru 

r1e1ng trend or bueineu. The upturn in induetrial produc­

tion which began la•t June 1et in action a oumulatiYe 1er1ee 

or reooyery t ore••· Inventorial haTe been reduced to aanag ... 

oble proportion•. !be aonet&17 e~aneion program hal continued 

to operate ae a recOYe17 raotor. '1'he IPiniUq prograa h&e 

been gaining 110aentua ae a IU.reot et11111lue to bulineee. Con­

sumer buying hae been aaintailled at a relat1nl)' bigb lenl 

in relation to produotioll. 

Wbile eY14enoe or a reoellt flattening out or the bu1ine11 

trend hae appeared in the • •aaon.tl)' a4Ju1ted data on 1teel 

and textile aot1Yit)' and ill the New York 'l'imel index, the 

broad adYanoe in etook prioee tbie week, together with the 

tall expaneion in autoaobile output, aar bring a euttioient 

incl!eaee in industrial bU)'ing to turn the trend again upward. 

(~) 

'l'he outetaniUng unoertaintr a t preeent ie the probable 

trend or oo-oiUt)' pricee. '1'he failure or roreign ourrea.­

ciee to ehow 110re than aoderate reoon17 attar the pauing 
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ot the illllllecUate war crieh wggeete that other i11p0rtaat 

detlation&rT intluenoee etill exiet. While an inoreaeing 

domeat1o deaand ·~ otteet theee intluenoee, the relati~e 

strengths ot these two opposing tercel are :ret to be deter­

mined. 

The genera! bue1neee picture 

"' ,, 7 _ ... 

•ith a general belie! thie week that the proapeot ot war 

has been remo~ed, the baeic toroee ot reco~err in the doaeatic 

situation are again asserting theaaelne. Although onr­

shadowed laet month b7 the depre11ing 1ntluenoe ot the 

European situation, Wbich threatened tor a tiae to nullif7 

the etteot ot the national reconrr prograa, bal1c doaaetic 

conditi ons have remained favorable tor a general r1ee in the 

businese trend. The monetarr expaneion prograa adopted 

earlier in the :rear had created an upward preaeure on 

aeourit;r and co.aod1ty prices. Industrial in~entor1ee b7 

earl)' eummer had been reduced to manageable proporti one. 

Industrial production had turned upward in June, under ooncU­

tions which lett little doubt that businees had actuall:r 

turned the corner. The usual cumulative etteote ot euoh a 

t urn began to ahow themsel~e• in increased bue1neea confidence, 

increased orders, inoreaeed production, and increased parrolle. 

~ith consumer bu11ng maintained at a le~el in exoeee ot pro­

duction, a further ettP-UP in production to meet thia demand 

wae incUoated. 

In August, howe~er, it became evident that the strength 

ot the upturn wae being o~erooae b:r the oa1noua war develoP­

eents in Eurnpe, with aoCOIIpllft1ing denationarr preeeure on 

oommocUt:r prioee. New orders tell ott etead117 during .&ugust, 

and general price 1ncUoee declined to new lowe 1netead ot 

rising with inoreaeed buaineae activit)'. 

Following the llun1oh peace agreement, the original torose 

ot recovery have again oome into pl&J. The pree1ure or idll 

inveetment tunde, together with a strong improvement in busi­

ness optimiem, hae carried eeour1ty pricee to new hi~ le~ele 

(Bee Chart 1), and caueed an increased demand tor industrial 

raw materiiile. R181ng confidence in th.e Allerican buelneee 

outlook hal brought increal!d foreign bu)'ing ot our eecur1-

tiea, which was a !actor in thla week ' s riee in industrial 

at ook price• to new highs tor the :rear. (Bee Chart 2) 

The bue1neee outlook aennot be entirel:r clear, bowe~er, 

10 long as the European eituat1on remains 1n 1te preeent 

unsettled etate, an4 eo long ae confidence 1n peace a&T eae1l:r 

be dieturbed. 
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The price aituation 

O:J1 8 _..,. 

Ot the tour tactcre which had prertouur dictated a 

cautious appraisal ot the near-term bueineee outlook --

(1) declining new ordera, (2) an uncertain inYentorr aitua­

t ion, (3) weakening foreign ou.rrenciea, and (4) an unaatia­

tactorr trend of commodity pricea - - - the tiret two haYe 

taken a faTorable turn. Hew orders haYs turned ebarpl)' 

upward, and the recent increase in bueineas optimiaa baa 

m1nim1~ed the poeeibilitr of a renewed moYeaent to liquidate 

inventories. 

Foreign currencies, howeYer, remain relatiYal)' weak, 

suggesting thet oommodit;r prices must still contend with 

1moortant detlationar.r influences abroad. The tact that 

st erling exche..nge (See Chart ~ has improYed onlr to the 

level immediatelr preceding t meet critical daye ot the 

war scare, and the trano 11kew1ee , suggests that the Munich 

agreement hae min1mi~ed but not remoYed the intluenoee which 

have weakened foreign currencies and tended to depress oom­

moditr prices. Detlationar,r intluenoee, apparentl)' grc*ing 

out ot the European &l'lllallent race, seem still to exist. 

Comr:;:>d1tr pricee th1e week haYe tailed to ahow the 

strong improvement that might haYe been upected in new ot 

the marked r i se 1n stock prices and the increase in induatrial 

demand. While copper, h1dee, rubber, and scae other indi­

vidual commodities have shown eatietaotor.r price inoreaeee, 

&lld the general trend during t he past tew daya hae been 

promieing, the improYement eo tar bee not been general 

enough to have much etteot upon the broader pr1oe aYeragee. 

Increaeing 1nduetrial demand would have a atrong influ­

ence in raising the level ot commodity prioea, attecting par­

t loularl;r those commodities tor which the euppl)' eltuationa 

have recentl;r become more favorable . This 11183' sene to 

offset further preeaure trom abroad, and maintain prlcea on 

at leaet a etable trend. '!'he rue.tlYe strength ot the two 

opposing forces, howeYer, is yet to be determined. 

Bueineaa leYelling out 

Some ertdenoe ot a leYelling out ot the bua1neaa trend 

has appeared in the eeaaonall y- adJueted index•• tor the two 

leading industrlea, steel and textiles, and in the Hew York 

Times index. Steel actirttr, eeaaonall7 adJusted, has 

remained at approximately the aame level since the tirat ot 
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Seot ember, and the adjusted index ot cotton mill activity 

has ahom~ a downward trend since t he middle ot August. These 

have been important factors in holding the New York Times 

index ot business activity around the 85 level since the 

l atter part ot August. 

The New England hurricane and floods may have had an 

l ntluence on business activity, though the rehabilitation 

of t lut area is creating a strong demand tor building 

caterials and household goods, including structural steel 

tor a great number ot bridges that were washed out, which may 

provide a temporary s timulus t o business in t hat section. 

The war scare also had some etteot on business. A drop 

i n steel orders last week was attributed in the trade to 

that factor. Ordere reperted by the United States Steel 

Corpor a tion declined to t he equivalent ot 42 per cent ot 

capacity, which compares with 53 percent tor the previous week. 

~ollo~ing the peace agreement, trade reports indicate that 

de~nd bas shown some i mprovement. 

The weekly index ot new order s tor the f irst week ot 

October (See Chart 4) declined to about the level ot the 

second weak previous , largely because or the drop in steel 

orders and some decline in textile orders. Normally an 

increase in orders could be expected to follow t his week's 

breed upturn i n s tock prices, and trade reports seem to indi­

cate that this has occurred. An increase in orders at this 

time ot year is to some extent seasonal . Factory production 

normally reaches its tall peak in November, and the unadjusted 

~ederal Reserve Board index must increase by 4 per cent from 

September to November to maintain the adjusted index at a 

constant level. 

Current business news 

The New York Times adjusted index tor the week ended 

October 1 continued to indicate a levelling out ot business 

activity, holding practically unchanged at g4.~, which com­

pares with 84.3 tor the previous week. Somewhat greater than 

seasonal advances i n automobi le production, cotton mill 

activity, and miscellaneous carloadings during t he week were 

Offset by alight decl ines in the steel, power, and lumber 

production indexes . 

Automobile production, though retarded somewhat by labor 

troubles , has embarked decisively on its tall rise. Output 

increased nearly 50 per cent this week to 37, 700 units, which 

, 

Regraded Uclassified



seoretar.r Morgenthau - 5 

comparee with 25,~ unite laet weak. The trend ie oloaely 
aporox1aating that ot laet year, though at a lower laYal, the 
coi-reeponding week ot laet year eholring an inoreaee to 72,000 
unite ae oo~d with the preY!oue weelt1 e outturn ot ~5.900 

unite. 

s t eel operation• inoreaeed thie week to a new high tor 
t he year at ~7.9 per oent ot oapaoity, though on a eeaeonally 
adJus t ed baeie the index reaaine within the range ot the paet 
month. Some turther expaneion in buying ot automobile eteel 
1e reported, but the demand trom thie eouroa relllline die­
appointing 1n Yiew ot the adYanoed etage ot production on 
new modele. A eubetantial inYentor.r ot tiniehed eteel ie 
r eported to haTe been built up by the eteel oo.pan1ae, par­

t icularly ot automobile aateriale. 

150 

The inoreaee in departaent etore ealae during tba week 
ended October 1 wae la .. than during the oorreepon41ng weak 
l ast year, total salee during the weak tor 254 reporting til'lle 
being 15.2 per oent below laet year, ae compared with a decline 
ot 6. 2 per cant laet weak. While thie wae the week ot the war 
crh1e, another i mportant infl uence in reducing ealee wae the 
t act that PI!¥ day came at the end ot the week, while laet year 
i t wa• a 48¥ earlier. Report• on merohandiee deli•eries ot 
300 atoree 1n metropolitan Hew York tor the tirat tour daye 
ct the t ollonng week ahow an anrage decline below laat year 
ct only 1 per oent, ae compared with a decline ot 10 per cent 
the prertoue weelt. 
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UliJr: 

Operator: 

J!IIJ'r: 

George 
Harr i son: 

HLIJr: 

H: 

HUJr: 

!! : 

UldJr: 

H: 

HIIJ'r : 

II : 

HIIJ'r: 

H: 

HIIJ'r: 

8: 

HIIJr: 

H: 

IIIIJr : 

llonday 
October 10, 1938 
12104 p. m. 

Rello. 

Governor Barr i s on . Go ahead. 

Hello . 

Oh yes , Henry . 

Hello, George. 

Well, Henry, I 1ve t hought that over and I•ve 
talked it over here-with the men here in the 
shop.-

Yes. 

And in view of the story 
Journal last week I made 
inquiries of both Levy -

Yeah. 

in the Wall street 
some very discreet 

Levy and Mills . 

•. 

1SS 

And we all are pretty much in agr eement that -
ah - you ought to refund of course some exchange 
and you ought to do i t as soon as you can. 

All right. 

And I don't think you can do it before November one. 

No. 

The time i s a little short. 

Yeah. 

And with Sproul and Mat teson we rat her feel that 
ah - you should .!l2l< go out beyond the l ite ot 
the corporation. 

I o , no, we .on 't do that . That ' s - we have to 
stay within three years . 

You've got to - you've got t o stay with t hree 
years or less . 

Yeah. 
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HIIJr : 

H: 

RlJJr: 

8: 

Hlo!Jr: 

H: 

HMJr: 

8: 

JUIJr : 

B: 

HIIJr: 

H: 

BM.Jr : 

EJ: 

BMJr: 

H: 

BIIJr: 

8: 

15S 
- 2 -

Ah - there are too lll8.lly banks who wouldn ' t 
buy them. 

Yeah. 

Ah - that means, I should think, t hst you 
would ei ther open up the issue that was off ered 
last June -

Yeah. 

- 3 years 7/Sths percent, now selling at thirteen 
thirty-sees premtum -

Yeah. 

- or else put out a new 3 year one beginning 1n 
November. 

Well, thst bridge we could cross - ah -

Yeah, t hat - that ' s Just a question 
7/Sths. 

Yes. 

at - at 

And that just depends upon the market at the 
t 1me; you don 1 t have to determine that yet. 

Could we do a - could we - we could do another 
3 years and 7/Sths, couldn't we? 

You could do i t - ah - all right , I think, es­
pecially if you made an adjustment of interest . 

Uh huh. Well, all I wanted was just your opinion 
whether we should do it and you think we should. 

Yeah, I think you should and we 1 re all in agreement. 

Swell. 

And I - Eccles called me about it t oo and I t old 
him j ust what I told you and he ' s in agreement. 

0. K. 

But you' d better let him speak for himself. 

• 
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HII.Jr: I wUl and he can. 

a: (La~~&h•) All richt, Henry. 

aiiJr: Thank )'ou. Goodbye. 
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HIIJr: 

Operator: 

BIIJr: 

0: 

Bb'Jr: 

Aubrey 
Williams: 

ll!.tJr: 

W: 

HIIJr: 

W: 

BIIJr: 

'· : 
Bt.IJ'r: 

W: 

HIJJr : 

W: 

BIIJr: 

\li': 

HIIJrz 

Bello. 

llr. YiU11aJU . 

Hello. 

Go ahead. 

Hello . 

Hello, Mr. Secretary. 

Hello , Aubrey. 

lion day 
October 10, 1938 
12z07 pm 

Fine. ah - we ' re all ready to make that allot­
ment or one hundred thousand dollars over there 
or such a portion or it as you all t hink that 
you would want immediately -

Gpod. 

But I t hink that I ought to s it down with you 
and t a.lk over what - what continuing 1t 
any responsibility you reel we m.ight have with 
regards to the accounting ror t hose .tunds . 

Uh huh. 

Ah-

That' s all right- that sounds reasonable. 

What - what - I'm trying to get away !Tom here 
t onight. - Are you terribly t ied up t his after­
noon'/ 

Yes , unrortunately I'm booked solid. 

Gosh I 

Ah-

Oh huh. 

I mean I ' m not toJDOrrow but today I 1111 booked 
solid. 

158 
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w: 
BUJ'r : 

W: 

BIIJ'r : 

II' : 

BIIJ'r : 

W: 

HIIJ'r : 

W: 

BJIJ'r: 

W: 

BIIJ'r I 

W: 

HJIJ'r : 

W: 

HIIJ'r: 

W: 

HMJ'r: 

W: 

HIIJ'r: 

W: 

HJ&Jr: 

W: 

• - 2 -

But tomorrow you could? 

I coul.d, yeah, I could do it in the morning. 

Wel.l, then I think I 1d better stay here because 
I want to get this thing ott -

Right. 

And I know you people are anxious to do it too. 

Yeah. 

So wbat• s your convenience in the morning? 

Well, how is ten-thirty? 

Good enough. 

What? 

I'll. be there. 

Ten-thirty and then - ah - maybe we can talk 
a little bit about tbe general. relief picture, -

All ri&ht . 

- which I aa very auch interested in. 

I ' l.l. be very glad to. 

And what your plans are t or the bala.Dce ot thia 
year. 

All right. I 1l.l be very glad to. 

Maybe it :tt 1 s agreeable to you I think mqbe 
I'll ~ve Bell. here. 

.Ul. right. 

What? 

Fine. 

I s that all right? 

Yeah. 
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HI&Jr: 

l'i : 

IWJr: 

r.: 

HIIJr: 

'''· • • 0 

HI&Jr: 

II' : 

HI.IJr : 

VI: 

BI&Jr: 

VI : 

U!Ur : 

II : 

BI&Jr: 

V.': 

- 3 -

Yeah, I - I -

Yes. 

I haven't had a talk with you 1n a long time. 

Well, 1111 be glad to do it -

So ah - supposing you say ten-thirty. 

All right . 

That ' ll be fine . 

Ah - d o you want to ha ve Kiss Lonigan 1n on 
t h i s at the sa~e time, or not? 

Sure . We 1ll have her on the fir·st part -

All right . 

And then we'll ask her t o · step out and we ' ll 
t alk -

All right . 

- on the 

I 111 be there at ten-th irty. 

That a boy. 

Good bye, Henry . 

1GO 
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BIIJr: 

Operator: 

Bl&Jr: 

0 : 

I!IIJr: 

Jesse 
Jones: 

lliiJr: 

J: 

RIIJr: 

J: 

HMJr: 

Jl 

HMJr: 

J: 

Bl.IJ'r : 

J: 

Bl.IJ'r : 

J: 

BIIJr: 

J: 

Bello. 

llr. J'ones . 

Thank you. 

Go aheac1. 

Bello. 

Bello, Henry . 

Bello, Jesse. 

Yes . 

llonc1ay 
October 10, 1938 
3r 48 p . 111 . 

The reason I a m calling you is t h is - ab - it's 
in regarc1 to refunding your 300 mlll1on notes 
co•1ng due on the fUteentb of December. 

Yeah. 

And - ab - I ' ve checked around and talked to 
the President and I thought we 'd do it, 1f it's 
agreeable to you, as of November one. 

Yeah. That ' s all right. I talked to Jlll.ligan 
Saturday -

Yeah, 

- when I wrote tbatnote and I - be didn't see 
llllch point in doing that anc1 - but -

Doing what? 

l Gl 

In refunding those particular notes . But then ah -
be thought you ' d do it by llovelllber first . 

Yeah. 

And retuneS the three? 

J'ust refund the three hundred. And then I ' ll 
talk to you about your interest rate. 

All r i ght . 
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IIIJJr: 

J: 

HIIJ'r: 

J: 

RMJ'r : 

J: 

l!l.IJr: 

J: 

l:!MJr: 

J: 

RUJr: 

J: 

RI.IJr : 

J: 

!!1.1Jr: 

J: 

HIIJ'r: 

J: 

!!MJr: 

J: 

- 2 -

See? 

All r i ght. 

I ' ll make you happy on that. 

All right . 

And ah - the reason - there was this s t ory 
in the Wall Street Journal about it this mor ning 
and I have a press conference at four. 

Yeah, well I - I know nothing about how t hat 
started - I read t hat t oo. 

And so I thought that I 'd clear wi th Eccle s and 
talk to George Harrison and if we were going to 
do i t we 1d better get the market r eady for i t , 
see? 

Yeah. 

So I s imply thought I ' d say that the Tr easury 
was going to d o t h i s for the R. F. C. as of 
November one . ~ 

All right. 

And - i t's ah - i t's an exchange of notes I 
guess . 

All r ight . 

What? 

That - yeah, thst ' s what i t i s . 

Yeah - whatever i t is - I mean we•ll do i t as 
of November one . 

All right. 

I s that all right with you? 

Fine. 

Bow are you feeling? 

Pr etty good. 

!62 
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sMJr: 

J: 

BMJr: 

J: 

Operator: 

BMJr: 

Jesse 
Jones: 

BIIJr: 

J : 

HIJr: 

J: 

HMJr : 

J: 

BMJr: 

J: 

BIIJr: 

J: 

RIIJr: 

J: 

- .3 -

Take care of yourself , 

Thanks , 

And I'll s ee you about tbe inter est r ate. 

All right . Thanks . 

Go ahead. 

Bell o, Jesse. 

Hello, Henry . 

Yeah. 

.3: 57 p. m. 

What would you - wby don ' t you gi ve yourself 
a little latitude and say that 1n r efunding 
those you migbt ·or might not add a little? 
I Just t bougbt -

Well -

Bub? 

Ah - the reason t bat we - we 've got such a 
treaendous balance here, Jesse, 

Yeah. 

And I just -

Well, all right. Well, I Just thought you a.igbt 
want t o just leave yourself a l i ttl e latitude 
on the -

Well, what I was going to say is I ' • going t o lilY 
we ' re going to r efinance 

I see. 

Because that co~ers a multitude of sins. 

All right. 

1G3 
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BMJr : 

J: 

BIIJr: 

J: 

H.IIJ'r: 

J: 

BIIJ'r: 

J: 

H11Jr1 

J; 

BIIJ'r: 

J: 

BIIJr: 

J: 

RIIJr: 

J: 

BLJr : 

J: 

HMJr : 

J: 

1G4 
- 4 -

But-

I just thought maybe :you might want to do that . 

But , f'rankl,y, if we give :you what amounts to the 
market rate on what :you owe the Treasury -

perfectly all right. 

I - I hate to - I'll tell you right now so 
that ' there•s no argument - we'l l gi ve you a 
one percent rate tor this - for this period. 

Yeah. 

You can't kick on that . 

Well I just thought - that's perfectly all 
right . I just thought maybe you would- ah­
want to leave a little latitude tor just - f or -

Well -

Not - I didn't - what I mean was - not to be 
too specific -

Oh. Well -

this would be just exactly retunding . 
I thought 1t you retunded those three you might 
want to add a hundred or so. 

Well, I - I really think i t would be a •istake. 
I - I -

Well-

- think we'd all have to - I think I'd have to 
be apologizing. 

Well, you handle it :yourself to suit you. 

Is that agreeable with you? 

Perfectly all right. 

Th.ank you so -cb. 

Goodbye. 
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81/.Jr : 

llarriner 
Eccles: 

H~\Jr : 

E: 

81/.Jr : 

E: 

l lMJr: 

E: 

R.WJr : 

E: 

HIIJr: 

E: 

BIIJr : 

E: 

HIIJr: 

Marriner, 

Oh yes, Henry . 

Monday 
October 10, 1938 
4141 p . m. 

I got y our r.ord about those R.F. C, notes and 
I llllllOunced it at ley" regular press conference 
et four o ' clock. See? 

Yeah. 

The.n as to - ah - we can t alk over tomorrow 
how we ' re doing all the rest of that. But on 
account of that Wall Street J ournal story I 
wanted t o get it out and l et them know just 
what we were going to do. See? 

Yeah. Vlayne called me of course and I - ah -
it ' s a matter that ' s - there really isn't 
very much to talk about on it . 

No, But - ah -

It 1 s - the only the one question I raised -
that wa s the question of ah - of an exchange 
which involved rights or the -

Well, there won't be any rights. 

Well, but what I meant was that if 1t 's an 
exchange of course there - it will mean they -
that invoJes rights. 

Well - we can fix it. I - I hadn ' t thought of 
that until Ylayne mentioned it. 

Yes, that was the point I made and ah -

Well we can 

But it seems - it seeas to .a that that in 
itself wouldn • t just 1.ty borrowing the 110ney 
in tbe market and holding it for forty-five 
days at - and - an.d paying one and a half 
percent on the outstanding issue. 

Uh huh. 
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BUJr I 

E: 

BI.IJ r : 

E: 

BIIJr: 

, .. 
••• 

HI!Jr: 

E: 

811Jr : 

E: 

BlUr: 

ll: 

l!liJr: 

- 2 -

And 

Well , I - I'd like to get your viewpoint 
tomorrow but I figured t hat the market ought 
to be ready and I want to save that date ot 
November 24th for ourselves . 

Yeah. 

Uonday. 

Yes . 

And give them as much notice as possible. 
J esse was very anxious t o get some new money 
but I told him there was no - no reason - I 
mean he i sn ' t , I t hink, unbalance - I think 
he ' s taking mo.ney in. 

Well, of course if you ' re going to get - f or 
him to get new money - with all t hese - with 
all the balances and the gold that you've got 
in the Treasury it would be pretty diff i cult 
to explain to Congress . 

I t old h im it would be jus t silly. 

And I - I - I absolutely t hink tha t it would be 
a mistake . Of course you are in this beautiful 
position, even t hough you announced last summer 
that the R. F. C. would l ikely get seven hundred 
mill.ion and tbey 1ve only used two. You can -
you can say thet all that's happened is - it' s 
Just a matter of deterrment . 

16S 

That • s exactly what 
"postponement ." 

- except I used the wo~ 

Ah - that they ' ll get f ive hundred million and 
then you can use them to ~et it - some tille next 
year in the Treasury they 11 not get any new money. 

That ' s r ight. 

And let them pay you and let them go to the 
aarket and y ou keep out of it . 

That 1 s right. 

• 
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B!lJr I 

E: 

BIIJr: 

- J -

And ah - so t hat that seeu to me that the -
that no one can s~ that - that there ' s &nT 
inconsi stency merely b ecause you have deferred 
it. 

That ' s right. Well, thank you so much . 

All right . Goodbye. 

Goodbye. 

167 

Regraded Uclassified



PAJWIBRASJ: Of TJ:LJ:OIWI RIOJ:IVJ:D 

FBOII: jmerioan hbaaay, Rio de Janeiro 

DATE: Ootober 10, 1 p.m. 

50.: 336 

see my deepat oh No . 922 of September as. 
Today I am i n reoeipt of a letter signed by the 

President and Direoto~:f~~~~t~! ~~f Brazil ,. 
dated Ootober 10 , 

/whioh reads 1n tranela ion a follon: · · 

"' "Referenoe is 111&4e to our letter of .August 34, 1938 

regar ding the understandi ngs reaohed between the Bank of 

Brazil and the Jederal Raeerve Bank through your inter­

mediary. We have the honor to tra.nemi t the draft for t he 

final agreement for the establishment of a gold fund of 

the Brazilian Government with the Federal Reserve Bank 

which we are authorized to sign on behalf of the Brazilian 

Government, the authority for whioh will be exhibited 1n 

time. 

We requeat of Your Exoellanoy that you kindly tranamit 

the text of the enoloaed draft to the fieoa.l agents of the 

United States Qonrnment and t heir opinion would be appre­

c iated in order tbat we aay conclude the oontraot in 

queetion. 1 

The plan whioh t his letter tran .. itted ia identical 

With the one traniiDitted to the Department in IDY deepatoh 

under reference exoept for artiole 1 of 1a.greaent 1 whioh 

now begina u follo .. : 1 in oonforaity With the agreement 

aigned 

1C8 
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Bigned between the Seoretary o! the Treuury o! the United 

Statee, Kr. Korgenthau, and the Kinieter o! rinanoe of 

Brazil, Kr. Arthur de Souza Ooeta, by letter dated July 15, 

1937 the Bank o! Brazil in i te oapaoi ty u o:t!ioial agent, 

et oetera.• 

The Federal Reserve Bank ie requested by the B&n.k of 

Brazil to in!om it through this r.baeey at the earlieet 

poaeible moment, by oable , if this plan ie aooeptable. 

The Department ia requested by the Bank of Brazil to 

inform the Federal Reserve Bank of lew York that the ehip­

ment of gold bare :torwarded on the SS UBBR!l PRINO.I on 

September 39 (reported in the last paragraph of rtS:f telegram 

No . .aaa of September 24, noon) will be turned over to the 

Federal Reeerve Bank o:t lew York in aocord&noe With tele­

graphic inetruotiona today being eent to tbe Guaranty Truet 

Comp&ll)'. The ship arrind in Jew York Ootober 12th. It ie 

desired by the Bank o:t Brasil that the Federal Beeerve Bank 

of New York aooept this gold ae the :tiret deposit in ou~­

neotion with the new plan. Inumuoh ae the Bank o:t Brasil 

now wiehee to avoid selling thie gold, thie prooedure 11 

a ohange from the prooedure reported in rtS:f telegraa Jo. 

223, of September 12 1 p.m. 

WUl you pleaee inform OOIIIBeroe. 

OAJ'ftR!' 
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.... ....-.... 

-
DEPARTMENT OF STATE 

WASHINGTON 

lD reply refer to 
u 832.5161/ 1196 October 11, 1938 

The Secretary of State presents hie compliment• 

to the Honorable the Secretary of the Treasury and en­

closes a oopy of deepat ch No. 920, date4 September 23, 

19 38, from the Jmerioan Embassy at Rio de Janeiro, with 

its enoloeuree, namely, the text and t ranslation of a 

letter from the Bank of Brazil acknoWledging the receipt • 

of the communication from the Federal Reserve Bank of 

New York which wae transmitted to the l:mbaeey by t hie 

Department's telegram No. 102, September 3, 4 p.m. 

Copies of the despatch and enclosures have also 

been sent to t he Federal Reserve Bank of lew York. 

Enclosure: 
From Rio de Janeiro, 

No. 920, September 23, 
1938 , with enclosures. 

T 
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~oloa~&H No. 1 to Oeep&Mh r:o. 110 ot sept.m.r sa, u:se, . 
OW tl\t 'rb'py ft 1tlp 01 lf.A!lNe 17a 

J:xiiO. f:n:r. 
: et t or e .n Catt~, 

• "'• ..-bo1xa4or doa Elltodoa Unl doo do 
Ar-or1oa do Norte. 

'l'.aa e boiU'Il de aoi&MJ" o rHell'-1\o cle .,. oarta de 

6 lo o ~n-ento. m quo f • !>.De -... opor\I.IDl clacla 4a t rarunlU:r 

a oOIIU'I loa~llo oonf'14-1al que noa tol talk ~o Fe4eft.l Re­

oorn P..-nk ilo Ira• York, a t)ro~olto 4oa aDtenoUa•toa e eureo 

e&bro a poealblll~de cia eonatltul~lo 4o tun4o ~ noe ~etoGoe 

Un14oe a nOIUI 4 .. \a a.noo • oom oconto do <'.crro"I'DO W..llo1ro. 

r ot pen DISa 110t1Yo da uttara,lo • aoolhl la quo ..,.._ 

oou 11 ru480 propoa\a ln1o1Al , que tle11110a dnlaa-ta euto:rl .. daa 

olo • "nr. 14lntetro •e "•aonda. 
A rornl il" o.~Jloa"o t ot t~tlda ao - ltln-

1atro 'IUO aoa"t.t do ::~u'l outorlar a red~r oa \tnl:la 4etlatUwa 

\e tll'IJ ao6r4oi boJe IIU'-ftl4oa a apreala ... 4o Co~ • • oo!l­

rol'l.ldedo :o t s.1AI ~tenllil.wutu:. 

A$ :r:rowllltluo la.. 'l~C l tto::YVCU 4*• ~ la41P 

l/GnCI.'l!•ll ~ n.UC' Ill ,til cliO CA):S pa:-..111..00 11.:.0 .rtllpll.tta tl.:'lnitlft 

110 '' •,r·tl •tuorva 1lc.ult, :!('rlJo l on ti:t\a au oolllh•l.MD\o de v. b e 

lo1;0 ctue e•~-o auto:oh.a~:J 11 u;ror;;ent.r.r l pruJato 11o oo6'1'4o 

001a Lo1,a oo t ctall8C. 

~a1ra. T • "!J:I.. ecto!.tur ocs ';).1'(. t.oet vc ~· cc.nu O'l:'lol4-

~-
!'olo DAr.OO DO DRADIL 
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ilE3 
GRAY 

London 

Dated October 10, 1938 

Rto'd 3 :40 P• m. 

Secretary of StatE, 

Washington. 

1154, October 10, 6 P• m. 

FOR TREASURY FROM BUTTERWORTH. 

British security markets have bttn uncertain today 

and thE dollar has bttn bid. GivEn thE background of trade 

and other factors affecting sterling in particular and thE 

fEEling of uncertainty about the outlook in gEnEral 

Hitler ' s spEECh of last cv tnlng has somEWhat jangled the 

nerves of not a few in the city who arE incidentally 

becoming acutely aware of thE present position of 

inferiori ty. 

ThE i nferiority opening ratE of thE dollar was 4. 78. 

The British authoritiES attEmptEd to ohcok the movoncnt but 

the ratE moved rapidly t o 4. 7st, whErE they madE a decided 

stand. ThE rat£ has fluctuated bEtwE En 4 . 76 1/8 and 

4. 76 3/8 the latter part of thE day. ThE dtmand for 

dollars was not enormous but persistent; towards thE end 

of the day thE British authoritiES wErE less active, 

Ntw York 
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2-#1154, From London, Oct . l 0 , 6p. m0 

New York having comE in wi t h e. tEndency to s Ell dollar s . 

Th£ gol d pric E went from 145 shi lli ngs 10 penc E at 

thE f ixing to 146 shillings onE pEncE this afternoon. 

287 bnrs nErE sol d at thE fixi ng . 

KENNEDY 

NPL 

' 
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( JDAPB!lASI OJ' TILmlWI RIOIIVID 

JROK: 

D.t.T.I: 

I O.: 

.Alleriou Dlb&aay, Parle, J'ruoa 

October 11, 1938, 9 a .s. 

1730 

J'ROII COCHRAN • 

Thia morning I returned from Baael, where the first 

meeting after summer reoeee waa held by BIB 41reotora. 

The meeting' a rwtine bueineee inY01Ye4 41aoueeion 

ot the decline in the balanc e sheet of the Bank tor Sept-­

ber, which reelllted t roa withdrawal of depoaita by central 

banlte to achieye liquidity during the recent criaie, and 

the conduct of affaire of the Bank during that t i me. 

The international political criaia and ita reperouaaione 

upon eoonoaio and monetary ayat._ were the t opioa moat 

dieoueaed in intoraal tallta. 

I eaw Schacht in the corridor, and he greeted me with 

an i nquiry ae to whet her I had any bright ideaa about a 

commercial agreeaent with Ger eaDJ; he asked ae to coae into 

hill office , and inquired aa to what I thought of the latest 

moYea made by hie Goyernment . I recalled my viait to hia 

tour :reara ago 1D Berlin, and r•inded him tb&t he had 

t hen aaid he hoped t ll&t Geraan:r aight aeon han araed 

eutt ioientl:r tor defense purpoees and tor aatistaotion of 

national aspirationa, ao that he (then bei ng Kinieter of 

looDOalca) 
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lconoaica) could ooa·nrt ~e ar.aaent pl&.ah into hMTJ' 

i ndustrial oononna to IBIUI\lfaoture (OOCla for export. 

179 

I said to Sobaol!~ that I bel1nec1 hh cOUDti'J' now had that 

obanoe if Bitler would OlllJ repar Ohaaberlain 1n k.ind and 

not go ahead to the foolhh fate which na lapoleon'a; 

Schacht agreM that thh chance 1a now held out to Ge:raanr, 

1f it will onlr be grasped by HiUer. Buob a turn would 

proTide a lead toward real peace 1n Europe, which should 

belp toward normalization of trade and monetary affairs. 

Bohaoht rni-ed recent dnelop.enh, and npro .. ed 

his admiraUOil f or Ollaaberlain and hie tbanll:a tllat when 

that eaorgenor arose Ohaaberlain &Dd Daladier were in office. 

In hia Ti- the French people bad •tntained reaarkablo 

cala, Ria OlllJ oritioin waa aharplJ againat Fl&.adin. 

In mr oonTeraation wiib Schacht, be na cheerful and 

cordial. Bowner, a011e of •1 fri ends told me ~er fOUDd 

him aero aorioua aa4 inclined to be ironical.. He reaarted 

to one of ay :trienda that the population of Gerlll&liJ 

ba4 boon brouallt up to 80,000,000 -but said bow were ~•1 

to feed th•• 'ro ano~or :tr1en4 be aant1onec1 t.bat aoao acre 

spots auoh aa •••1 and J!Upen aUll r~nM. Wlt.en I na 

talking w1~ Bolt.aobt &D4 be got on tbia liae, I recalled 

tho rectDt prcai••• llllll .a4e ~ Hi Uor, ent auggeate4 tllat 

their couatrr atop with present aclt.ine.eRta &D4 not pr .. a 
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Cll1 !or 01no1zmaU &Dd. 1111-ultM. 

One triad Of alne YhUecl Bcllaoht in Berla on hie 

way to Ba .. l; Schacht r~kecl to hla that he thoupt 

German taotioe had boon • crude &D4 unintelliient•; Schacht 

waa !earful l .. t d&DgerollO ou.rrenoy 1nfiaUon reault fro• 

the continuing hiib coate of Ger&&ny'e adYentu.rea. 

On SUnday one of ay neutral frienda at the B. I.B. 

h.a.d t&lke4 for fou.r houre with Sohaoht and hie Geru.n 

colleaguee, inaiating to th .. upon the opportunity Hitler 

now h&a to go down 1n hietory &a 11. hero r&thar than 11. 

marauder by taking the 1nit1a-.i'fe 1n pe&ce ae&euree which 

are conatruot1Ye. My friend al.eo told thea th&t while 

Hitler bad aoooapliehed muoh t hrough force and through 

thr&at of force, the world dwbte4 th&t in pe&ce he would 

be gre&t. My friend wae eeriollOly urged by Vocke of the 

Ger•n DelegaUon to ooae to Berlln to talk along ouch 

taunting 11uea with RUler, iu the hope that he a1pt ~ 

1n!luacecl toward a policy of oonaerYatiu • 

.1. II&Ziifeet&tion of confidence iu the proaleee g1Y41Jl 

by Hitler to Chaaberla1D n.e reoo-ell4e4 by 10110 of rq 

f rionda, iu the thoupt tllat if au oppoeite policy 11 

followed tile claqer of war will ODl7 be oCIIlUIIIle4. Still 

othere felt that their I tal1au oolleap.. alaollld 11.00 tlaeir 

1n!luauoe with Jf11.0101Ui toward reetrainlai Bitler fro• 

wron1 aOYea. It 11 the op1JIJ.oa of -t of rq tr1en4e tba" 

Bitler 
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Hitler hae in hie hande ~~ ~cliaU future of lurope, 

an4 tllat the reet of ue llligbt ae well recognize tbte fact. 

Dl&ring Wlf talk w1 ~ Scb&obt be recalled t o • hie 

many n.rn1Dge of the paet tllat Hitler wae not affected 

by d .. ccratio attacke except to be embittered by them, 

and more dete:ratned to carry through his prograa, and 

that a return to a balance of power in arae -a the beet 

-Y to guarantee peace in Europe. 

Tbe pro-lea o:t Geraaey :ttnano1Dg ber undertaking• 

-• not llliniahed by any one. .lll were cognizant of the 

:tact that by acquiring ~e Sudeten ar• the country had 

gained aetall.urgical, toy and pottery induatriea which 

will compete with already ex1eting German induetriee o:t 

tba aaae klnd. In addi U on, tbe iron ore aDd IIIADY o~er 

raw materials for tbeee induatriee Will haYe to be prOY1de4 

bJ Germ&n)'J furtberacre, there Will be a reductiOD in 

.laarican and other fayorable outlet• for the :tcraer Oaeob 

ware e. 

It 11 apparently Geraany'• intenUon t o take oYer 

t he auete of the SUdeten regiOD witlt.out a11urillg 11ab11-

it111 - ae fcr ex&~~Pll, a eha.re of the i.nternal ud •~ 

ternal debte o:t the Oaeolt.e, re4eea1Jia bank notee wbiclt. 

are circulatiq in the repon, and eo on - ud thte polioy 

rece1Yed coneiderabll cr1Uc1oa. Dou.bt •• exprllee4 lly 

GoYarnor Rootll of tlle lhre41alt. Central BaDlt ~t the 

Un1te4 

• 
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United Stat .. woiUd take an)' pan ill grantiq or guaranhe­

ing an iJlternatbnal loan to Csecboelcwakia. lie eaid that 

ill tbie regard be would Teto &D)' Swedieb participatiOD. 

The general a81ll11Pt1on wae that Cseohcelcw&kia would be 

e. Taaeal ~tate of OeriiiAJI)', in Tiew of the faot that Ben81 

1s no lOIIier in office and ChaTolelt)' bae been naaed. ae 

llinhter for J'oreip Affaire. 

The #eelinge of the Qerun colleague• were not epared. 

by mr f riende in referring to the lack of popular eupport 

tor war 1D Gerunr - which wae BTi denced b)' the cold silence 

that greeted. the POIIeranian troope wbicb paraded. througll 

the cit)' of Berlta at the heiibt ot the crieia, the eagcr­

ne .. with wbicb the Ge:r..n people graeped euob foreip 

radio nne aa ooiUd be obtaiDe4 with re1ard to the real 

e1t\at101l 1D Europe, their .-priee 'llha thB)' le&rlled. bow 

ne&rl)' Hitler 11&4 10tta the~~ ato a war, IUid. their relief 

whBD a .. ured. that thB)' woiU4 baTe peaoe. The &rKUa•t 

put forth b)' Schacht in talking with ae wae that people 

were willtag to -ke a4leea aaorific ee for the bead of 

a etate wben the)' eaw hia aooa.pli~ euoh feate ae Bitler 

had ach1BTe4. llowBTer, aoocrdiAI to all eppearaaoea, 

illcreaeiql)' hMT)' d.aada are beiJIC -.d.e b)' tile OeTer-11 

at pree•t• Aa an eDIIJ)le, Gera&D c~ee oannot keep 

&ll4 uee for local publlo worke, IUid. eo on, tiLe tuee wh.iela 

thB)' 
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they collect . On the cOGtrary, th.,. are obliged to 

invee~ th• in the Reich loaa whioh 1a now being inlled 

to ooneolidate the new type of 'fre&allry bill iulled einoe 

April of this year. The allOceae of thie loan ie eYen 

now not yet aaallred, daapite ocw•nee, eaYinge banke and 

i nsurance oo~~p&nha beins called 11p011 to take t.portant 

portions. Ky friend& raal.ize that Schacht's ability to 

exert reatra.1J1ing inflll8noa on Bitler ie Yery liaUed; 

they understand that Schacht has not had a tallt w1 th Hi tlar 

s ince in Kay, and J'ebrll&ry 4 •• the date of the last 

Cabinet meeting. 

I bad a tallt with the GoYernor of the Netherlands Bank, 

Trip. He reiterated Ilia growing conrtotion that monetary 

i nflation ia coming for the world. Trip told me that 

Coliln, bec&llae of the i nternational orieie, wae not 

able t o hold Ollt ae stUbbornly aa he shOilld haYe dona 
the 

to reatriot/1939 b11dget on expenditure allotaent.. The 

deficit for the 1939 blldget appears ae only 61,000,000 

florins, bllt Trip insiete that actually the deficit ia 

bat-.aen 150,000,000 and aoo,ooo,ooo dlle for the a oet part 

to the GoYtrJ~atlllt failing to pay iato peneion fllnde certain 

reqllirad aaollllta. J'or the present thie 1rr8f>lllarity 1a 

cDYered up, but 1t 1a Trip's belief that unl.aae Colil• 

fight a on thia 1e81le and perhaps rMlipe hie Oabiaat , 

he 11'111 fal.l. In Ietherlaade, Trip ea1d, the Mill worry -· 

• 
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• 
"' t ile biJ4ce't U..ro 1e eUll a peat 4eal of ~~~~e.plo,_t, ' 

but tho 'b~ ooaetUut" tile ca11 1•otiato daDcft· 

DD BIOtiOD OD fO liD, IIOLUIITI. 

WILaaJ. 

( 
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of October 11, 1931, froa Parte. 

18~ 

Dllri~~g -r talk w11ih Trip be e&id that 1Jl the recent 

orieie be bAd, deepite etiff oppoeitioa, oonY1nced hie 

Governaent that aonetary ae well ae political independence 

should be maintained. Therefore during the deolllll of 

sterling, he bad quit pegging the nor1n to that currency. 

In h.1e view a very 1aportant probl .. 11 preeented 1n the 

dollar--eterling relationship. Tr1p ·eXpree~ed the hope 

that the United Btatee will keep a etable currency, and 

will uee ite 1Dfiuence toward the ~~&~~e end with Great 

Britain. 

Trip told me that be did not at any time expeot that 

the weetern powere w~d gp to war; the deoiaion of hie 

country to aob111se, he &aid, wae -inly boauee the Belgian• 

were worried llet the J'renoh would uee Luxellburg to 

a ttack Geraany. I have been infor•d, incidentally, that 

during the crieie e1x aray d1v1e1ane were aob111sed by 

Belgiua on her J'renoh frontier, and an her Oeru.D border 

Belgiua had only two d1v1e1one. 

I had a talk with Governor Janeeen of the Belgian 

l!l'ational B&Dit. Be &aid that lately he had bee quite happy 

that the belga wae attaohed to sold, aUhoup 1n the pan 

he had eoaet1a11 wiehed 1 t were tied to eterliJIC. Gold had 

been ga1ae4 by hie 8aDit and the belga ha4 bee fira. Tb 

sw1 .. 
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Swi .. and Du.tola Oil the other hand hac1 had. to .out loeee f:roa 

a terl i ng, and their ourrenoi .. were weeltenecl thereby. In 

Januen' • view, the priaa.ry requidte of a ourrenoy to 

whi ch e ther• -.y be tied ia that there ~ould be no queation 

aa t o ita etability. Bla country waa moat benefited by 

r ecant expviancea througta the clear d•Oilatration that the 

belp. 1a not tied t o t he J'renoh t:rano and t hat any oh&Dge 

l n the latter will not 1-ecliatel.y affec t the belp.. Unlua 

a general waye of de'l'&liBtion ahould aet ln i nYolYing the 

dollar, he does not expect to de...al ue the belga. The 

Beliian ordinary budget for tbe year 1939, oompriaing 

around 11 billion Belgian t:ranoa, haa been b&l.anoed t brOIJ&h 

a Yer)' well plaDDed increaeing of taxation. 

DO SEOTIOIS TD AJID ILIYD. 

U:LI'f 

• 
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pAJUPIIRA81, 81CTIOI8 'fWKLQ AID !BIR!ID, !~ 10. l?S) 

of Oc~ober 11, 1938, fra. Parh 

ror the 1939 'bllci8ri the figure hae been reduced ~o 1.6 billion 

Belgian franca, ~he extraordiaary figure for 1938 havi ng 

been 3.5 billion. For t he 19 38 bu4gn ~here a~ill re.ains 

a deficU of approx1•tely one-half billion france. !he 

econa.ic aUua~ion i n Belgiua, 1n Janeeen• s view, is 

at least a a good ae in France and 1n the United Sta~ee. 

He doee no~ l ook for an early chlln8e in the Gover~~~~ent or 

the Governaent•a policies. 

I had a talk wUh Baoh.nn, Preeident of the Swiss 

National Bank. He a&de reference to hie let~er of Sep-

U mber 16 ~o a e (reference! 111J telegram of Septaber 19, 

Ro. 150•) and Mid ~ha~ subaequently a~erling had weakaed 

so IIIUoh ~ha~ he was forcecl ~o etop pegging &g&iDB~ it or 

the Swiss frano would have been deprecidecl aore ~han l!O 

perc en~ below ~he level fixed on the ~bird of June, 1931 • 

.t. ca.aiUee of the 8w1es Federal Oou.nc11 hall been calle4 

for ooneulta~ion , &D4 it waa decided that the Swise Jational 

Bank ahou.ld have ~he freOa. of 1 1/ 3 perom~ on ei~her 

side of l!O percent for the range of franc d~eoiaUon. 

Thus the gold buying and selling prices eet forth 1D ~he 

Swias deolaraUOIL -de to us on the twen~y-eipth of 

Oc~cber, 1938, are wiclened correapondiail:r. During the 

cri lis ~here wae eo• increase 1D ~he Bank of 8w1~serlan4'• 

note oirculatioa, wt ciroul&Uoo 11 re~urning t o noraal. 

a1rea47. 

• 
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alr.-4J. At ~·••t tko okiof -:rJ of Beo11•u 1o 1iko 

etorl1ac --.D•••· •• wolllA 1a pazUoul&r Uko to Jaaw 

whether tho Ua11io4 hatoe will UOI'oho 1111 r1pt to 

dO't'elv.o tho dollar fllrtkor 1a tko w•t thoro 1a iaor••" 

weelaaou ud a e1p1f1oaat 4oo11ao 1a et•Uac· 

DD UO!IOD !ULft .UD !BDfiD. 

WIL801. 
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I han boon told tb&t Tho Ocrrernor of tho Bank of 

Italy, .lssoUA1, laaa purohaao4 two BriUall. taca to IIane 
out tl"oa tho Bank whon Ohuborlain o011oa to Ro•• to sign 

!DS 

the final .lnglo-ItaUaa agroema~~t. I waa aaeured b y .luolini 

that a 111oet cordial welcome would bel giTon Oha.berlain 

by Italiano of all claoaoa, bao&uao they wore all ao grate­

ful to hi• for haTing aTOido4 a war. !he touria' trade in 

Italy this p&lt seaoon haa bean diaappointing, he oaid, 

d.ue partly to 0011peUUon fro. the J'rmoh with a daproc1ato4 

frano , and partly to ao•e foreign uneadnoaa over tho 

international political affaire. Tho trade deficit of Italy 

far tho firot eight aODtha of 1938, OD tho other band, ia 

aucb lOiror than far the ouo period in 193'7. 

Obaer.ora who haTe felt that tho conf lict in Spain wao 

a sorioua d.anior to J:uropo'a peace are happy to s ea that 

now tho proopooh are good for an early witll.4ranl of Italian 

troop1 tro. Bpaill. Suoll. a •OTO will faoili Uta iaprOTo-t 

in relUiODa between Italy and Great Britain, and perhapa 

the relatiODa between Italy and rranoo will aloo ahow iaprOTo­

"'ent. Hope waa oxproeaod by thoao 'llho thouaJlt :rranoe 11.a4 

not been wiao laat apring ill not tr)'iaa to approach tho 

Italiano at the aaao U• adYanooa wore •d.• b:r tho Bri thh, 

that tho proeont good. opport1111i ty will not be aiaao4 by 

rra'Doa. At aa.ol thoro waa cme rwoor tlaat ill roturll 
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an agreeaant Italy will d.-aDd Tuaieia, but this ruaor 

ie denied by mf Italian friende. Furthermore, they ineieted 

that their country will not try to hold an, land in Spain 

or in the Bal.earic Ielanda. The antire Italian air and 

sea forcee and all the Alpine treppe, SJ frieoda admitted, 

h&d during the orieie been quite reaQ7. 

I wae t old by T&D&&ita of the Bank of Japan that he 

thought the Munich settl ement and an adjustment of the Spanieh 

affair would h&•e a lot to do in discouraging the Japanese 

military el .. ct, aDd leading to a conclusion of the Obineee 

conflict. According to Kano of the Yokoha8a Specie Bank, 

an end of t he war would "en be welcomed by the Japanue 

Yilitary Party, and tkwztrkt•*'Mi•l• within one month aDd 

even b efore the fall of Hanltow, e011e propoeition may be lllade 

to the Ohineea. bery month far the paet twelTe aontbe be 

baa been anticipating well a etep. 

The Bank of England Oo•ernor, :Jerman, -• not yet 

abla to lll&ke the trip to Baeel. Cobbold, his alternate, 

- • there· he 1e anxi<Na to see the Germane gt•en a obanoe 
• 

to oarry ou.t t heir proaieee to Ob&llberlain wi thout t oo 

many doubta about their intention being eucgeeted befor~ 

hand. Oobbold ie aildly optiaietio that eoae capital •Y 

mo.e back trOll •ew York into eterling, eepeoially in •in 

of the approaching eleotion perio4 in the United Btatee, 

and the tnoreaee in labor quarrele. 
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When Jr1•eyer ~bact to London he h to ooneul1i with 

Poaph11 and other memb•n of the Caechoaloftt delagatioo 

with re~d to financial aid. He said that he dose not tnow 

whether the tc llillion pounde annouDoed eo far h a bona 

f ide loan or more of a gift. It would seem tbat the Babt 

of England 1a eorry now that u .. wae not taken at Munich 

to mate acre definite arran&uente ae to financial queetiona 

pertinent to the change in Caaoboalovat territory. 

I epote with the Bank of J'ranoe Governor, Fournier, 

who said tbat the note circulation of the Bank of France 

baa been reduce4 in recct daye by 7 b1ll1oD france froa 

over 12•. SiDce the end of September the Treaaury, be eaid, 

had taken 1n OYer lS billion france through billa and abort 

t erm loana. During the month of October there are no 

important maturities, therefore be doee not expeot the 

Treasury to have any trouble gattiDg through the aonth 

aatiafaotorily, but it may have to draw on the Bank of 

France against i te re•1D1Dg l 1/2 billion franc ore41 t. 

The Qcyernor told ae that he waa urg1Dg the QOYernmeDt to 

limit the D~aber of ita special financial and eoonollio 

deoreee , t o parhape fiftean, aDd that they should be got 

out as quickly aa they could. For the present he does DOt 

th1Dt Bank of P'r&DOa gold atoolta will be r .... aluecl; certainly 

auoh action will not be taken as an holatecl -sur•• J"ur­

thar devalatiea h definitely opposed by Fou.rnier. 
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Pe .. ta1• about the l'renoh t1Dallo1al aD4 11011etary out­

look wae e:q>re18ecl by 110st of .,. fr1eude. Both the trano 

and the Bank ot l'l'anoe hae been lett we&ker each tiae by 

ouooee81Ye orisea. The Treaaury baa now hacl a44ed to ita 

burdene he&Yier 111Utary expendUurea; therefore U 1a 

likely that ..,.eu if the Treasury gets through October eatie­

taotor1ly, the •turitiee ot IO'I'•ber will g1Ye trouble. 

The speech which wae •ct• by Hitler at Saazbrucktlll beoiUie 

ltnowu in Basel on llonday, and the 111preuion •• not taYor­

able eo ta.r aa the peaceful intentione ot Hitler are con­

cerned. But 111,y beet bal&noed triende beliend that the 

speech •s 11&1nly tor do.estic coneuarption, and t here should 

not be too much unhappineaa oYer it. A further breelt in the 

franc •• well aa the poUDd resulted tlleretr011, n .... erthe­

leu. Until eoae foriNla h dieoOYered to aake the rich 

pay mere and the poor work 110re, there 18 UtUe hope tor 

sound J'renoh finance and a tira trauc. !he J'renoh outlook 

1a eo d1eoouragiug in Trip'• opi.nion that unlese eoae 

marked illproyeaen1; ie shown eOOD be h going to requeat that 

llendeleaohn not renew the banking oredU ot around 

160 ,000,000 tloriae to the J'renoh which reaohee •turi ty 

in loT•ber. Ia llie-rer'• Yiew the J'renoh will not be 

aided by turtller d .... aluaUoa ot the trauo; ho'lr..,.er, he do .. 

not th11lk that auoll dnaluati on ebould bee too eben-ly 

opposed by Gr•t Bri taia. ror ..uy aoone Peanaoio ot tU 

Juk 

\ 
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Bank of Italy hal feU that unle .. the weaUhy people of 

France bring their oapital baok into the country and put 

it to work, there will be a eerioue 8ooia1iet conflict in 

P'ranoe. 

International political faotora are reeponaible for 

part of the present weakneae of aterling, but 11101t obaerTara 

are oonrtnoacl that a nuaber of aclYer .. ele-ta in the 

situation in Great Britain will not perllli t the po\Did to 

co.e back to 4.88, and tbat 1t may be pueluld considerably 

below 4.80. In the unsettled oircuaatancee of the preeent -

and a0111e fear thel8 are likely to be prolonged - they 

see no reason why flight capital tr011 lurope should 110'1'8 out 

of the dollar into etarUng. 

ror the pre11nt, al.lloet nery one expects that the 

dollar will reaain strong. The view wae expre&~ed by 

Jacob .. on that within the nan eix aontlt.e ourrenoy inflation 

1a boWid to coae in the Unitacl Btatll, wi th reaultant 

weakan.ing of the dol)l:r Yia-&-Yil sterling, 1n vin of 

our i nflexible -ge eoale being ao far out of line with 

pricee, and with a continuing Tre&aur)' deficit 1nn1 tabll 

for eome tillll unleee the Unitecl State• 1• willing to 

incr eaae the nuaber of \Ulelllployacl 1n the cOIDitry • 

I wu told aga1n by eoae of the central bankar• who 

haYe gold dealing• with our country or are awre of eoJII!.t~ 

like the Yoluae of the Bri tiah o~e!:a!i~D!. !.i!h~ ( eio.) -------- ------ --
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that they still t hink the 1/ ' percent 4aerican bandliag 

charge is exce .. he, and tat interD&U OD&l cooperaUoa 

t oward steadiness of currencies is not aided thereby. 

It 1a b eUe'f'ed by so• obser'f'ers that there h now 

under way a liquidation of political unr .. lities in 

Europe. They would like to see the way olea.r for Ohuber­

la.in to o&rry hie Birainpaa 'buaineesman peace plan for 

Europe ae far ae he can. They th1Jilt thai tha greatest coo­

t.ri'bution tha United States could llll.ke would 'be to aohine 

our own doaeeUo reoO'f'ery on a tina 'balie, and all nai1oll8 

would neniually 'benefit thereby. The dollar eta'bility 1e 

tpreciated 'by these obec•ere, but they feel thai 1f we 

took early etepe t o abolish euoh policies ae tbat 1n•ol'f'B4 

i n our eil•c puro.basee, we would i.nepire aore confidence 

in the monetary l eadership whioh is now enjoyed 'by thl 

United Btatee. !heee obeer•ere are genuinely anxious to 

see the United 8tatee euoceeeful 1a attaining a sound and 

lasting reoo'f'ery, 1a working out a redistribution of gold, 

and in acl'f'anoina fre~ of trade. They ezpreeeed the 

Yiew that etepe in this directiOil are not 'baiag taken 

when we elltleidiee wheat &Dd 'barter 1a ooUca for eil'f'er. 

•O'f'e.ber u hu beeo set ae tbe date of the next. 

meeting of the BII. 

D'D KI81AGJ:. 

I'A:Lft 
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I o.Utcl lr. ltUOD at UtJ.O a.•• I nttntcl te bb 

ulll• 111 11b1ob be "*' tf .UOaa •ttal.Uwt la4 tu Mattm 

4•aD4 tor 4oUaro ~ad oolctcl ,..... ~' weo. ltl\oa repllt4 tbat 

• tlir dtu~~d tor doUaro ba4 -• r- ... bal. ftdq ht btcl 

•14 1110001000 w Ult la .. t 4t Llbclt Gdat, ta,ooo,ooo w 

D1tJtllll ad ti,0001CIOO ' ' loaaU'I!. eo-uelal daed tor doUoro 

1a Parle •• wall •• 1a LtadOD bed •- lattpltleatJ •• r~~o.-4o 

Ula Poria autrn bt bod tletel7 tbt*tcl lato u wUh C:.rtp.t. 

It wn Dow of \ht HJIMI opsatoa tbat \htre ••• adtr •rr a 

apoCIIlloUWt anon to 111'Saa n...U.C do•• the "'' bad opetcl 

&edq ot 4.11 1/1 a4 111 ltto \be tlwt .t.ntto bt bod eold olloat . 

te,ooo,ooo. ID odtiUOD bt bo4 pat I'PIO,ooo cold 1Dto tho •ntrtt 

at • pr1ot to ealllt Uo 11tlD& lb1"tcl te ltw !oJtr ed ••• 

fllmhhiq •r• doUen. tht •aJtrtt bad abttntcl bet- tta,ooo,ooo 

1114 tu,ooo,ooo ~ a6-4q. "'• ht4 11t4tcl \hotr t111• •Ul uae 

Pane lloarot op•tcl ~ad 'be bt bod palbt4 tht ntJ'UDr r••• •P • 

l ttu. blat be ..t••• Milt _, ... ..,. w tortt u wp _, hllh•· 

Bh t ohl ooltt .. tu ba4 11tlll tu,ooo,ooo. ... t.c tblo ,.. ... , 

~1'CIIlt .. alan ottrU.., ...U laR llt atatt JIMW .. U WU'1 

Obrtoual)' ba4 Uo trl&111 111 tbt Mttu U_,.i.Dtll..t twtr llUert o 

I POtob 11biob ....... ,., Ill a4 to \bt tt-talltcl pttH thtt .... 

balintd thlf' bod ...... at lllla1tll. 

I nterrt4 " "ftlte 111 •r ....,.,era te •• '""' ._. 
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~nww~~·~~~------

0ATE-Q_ftWn' U 0 11 ... 

'" L, W, Ia~*=•:._ ______ _ 

• 
SUBJE<=n fF·RIOIII C!!IJUU!IOI WUJl 

__,.,.&11 or DOWD • 

OOnJ'IIOr lo:naaa pnpoaed ••Mnl • 'rip to thh --•17• Wu ' h'" 

•1 trnth 1Jl tba" lolua npUed that he ha4 beut noUliq •• all 

IN\ tha\ ha wo~4 •u• -• 1aqalriaa. Oo...-or lo:naaa had be• 

•••1 troa tba b•k •taoa tba "•'""'"' ot ••••"•• pml7 oe a 

hol1clq .ncl pan17 1Jl er4no to J'MOYar troa Ilia ...Hot tllnau, an4 

wu DO\ opened baa 1a the bllllr •Ul loY•bno, 

I •*ed lolua 111bU Ilia laten n,.raa were • tantp 

aol4 bo1M .. 1a Le840DJ be tboqb' n• wva •-••btaa uadno 

uoo,ooo,ooo. • Ia hMIII't ... an aoarata tipra to:r tba len ...a 

or two but •• tu •• he laa" • han ha4 b .. a l'adaottoa dlari'll 'lad 

paJiocl ot &boa' &IO,ooo,ooo. 
I "*' of tba tbraa rae•• IPMial lb11!8-'• (lubrtUa, 

Boaolulu an4 lo8ua) and ••U• .. that tala t1:rat lih11'8et h-' aatatr 

b- 4alh--' lato the Aaaq Ott1n laera wtthout a.&aial arq _ _. 

IQ)'Wbara an4 tba\ the aaaoo4 nab.., tak• ott \h1a an•-· 
•• bacl •14• 1114 -14 ullla ....... lleiiM ••n•• ao that no ...t­

teah ~• be aYa118la w the J11111al1e. the ..... hftM ,...14 

aiaplJ' ba tnnnn .. _. the tnea17 Dlfutll•t1 ot atob 1t la a 

Pan, tn 1h raeo .. a to '*• .. ,. of o ........ ,..,.. the probl• 

Wbith ... now tMlac •• •• the' taaa O.,utll_. at 0 aNa ,.ntllbed 

onoe a "* ••atl .. ft.pi'M at s.a,one •• ..,..,., of p14 ........... 

to OOUII\riaa. ftaM ft.pi'M are J"IU111b ........... 1114 ftlll'a41ra. 

"'• wo.u .. , a ,_ at -.ooo,ooo (u.a n.r" lbt,._.) 1a •• 
Regraded Uclassified
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DAn_lno)el' u. lt.o 

suBJECT• J&RIOII ~fllh!IQ.I ma 
•&Jr or WO'·*'A. 

• 
uar r.•u" aa4 •• nanaa.,. ~· ot ... ,ooo,ooo ealll •bueaner. 

lo 4ehlh •• w eblpper •4 -diDM '1111114• ot 410111'M1 bo ah•• 

CouUut.aa tho • ., aol4 •• .., ,..l'laa 1a .._. •• tn,ooo,ooo 

UOI'HIOI .uld pi'OII~ oauao DO --·b .... I"OI'Uiol .. 1, l 

••U4 to IH b1a 'lib~ \h., -...14 bo •bal'l'al ... 1a OUO -~ 

\lila& lholll4 leak OGto lol\ola ..., .. ,od Whot a.•u ~4 "14 •• 1a 

\he put, .... 11,., \be\ tho BI'1Uib •n.• ba4 aot b- aftt ... ot 

tbete lhlpaeta "-' aMid that e •aponocS liH hue e ... ,, 

e bunu u.. n.,. ba4 .. _ a\I'IDolJ' 111*7 1A aftiU.. tbe 

aUenUoa ot tbo PI'IIIJ "' alia U 11 Jut •• wol1 to lr"" tho 

•• ,, ... qul-* ..... 

lolt.ea adriM4 that bo •• eblpp!M ea,ooo,ooo aol4 " u 

011 the Qu- 1117 t- Pal'ta. l •* .. 'llb"ber ""' lllll'lJ' 11_ .. 

liP 'hllr ..... •Jidaa• 1a ,.._ .. a.t lol\oa r.,U .. \hat th., .UU 

bad a tell' ._.., ..,.,.,. ....,.,., ._., ba4 to ano qutto eanfttll7 

beo•11 ntb ald ..... , ..... a INC ~ ot 41NftMOI S. h•H 

ltiOI'I \be poi1Uoa -'1allo4 " bo ~ Uttl.alto PoUUeallT \bwo 

.. , • poeelblll\J' ot Ulo lod.U" paft,r bl'l td•l .,. It ••• b..­

Pe04 u Wlll.C lift \ho leClell looi.U"• Ulotr oe •aJorUr 111 \tal 

aa.,,., .u ~~ Whtlll •• ,... bl ,. .. Ulo ,ooe, •• ... , "' ea1J' • 

"-•· •-en• .. llts• •• ._ ... 11ata .. ttto tutbo• •"ll•nt• 

llld 1111 11a1a .. r¢•1• ...... 11M deMU..U• ,_., ... ..,.., 

Regraded Uclassified
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DAn: lttt)W 11, 1 ... 

SUBJECT> f&R •• Mf!P'ttiOI JIDI 

1 MI 01 •• , .... 

101&14 110' '• la a ·~ U,PF n.e et .S.4 a4 1\ •• neea-'le 

-. ..... t~~•• u u• .. , baTe ama.a' aelc ., ....,.,. w .... 

• bla 4n1D ..,. -rben h p~aa w -. • u..-. "" • .,. •• 
of t~~••• dar•• 

• 

Regraded Uclassified
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