
Stcrctary of StatE, 

Washington . 

1160, OctobEr 11 , 6 P• m. 

GRAY 

London 

Dated October 11 , 

Rtc ' d 3 : 45 P• m. 

FOR TREASURY FROM BUTTERWORTH. 

ThE dollar has continuEu bid ~oday and British 

stcurity markEts uncErtain. Firat tfftotivE businEss 

was at 4. 75- 3/4 t hE r atE latEr going to 1/8. ThE Briti sh 

authoritiEs gavE support and pushEd thE ratE to 4. 75-1/2 

prior to gold fixing dtspitE considErablE prEasurt. ThEy 

suppliEd most of thE 398 bars at fixing at 146 shillings 

1-1/2 ptnot . Inasmuch as during tht fixing pEriod it 

apptartd that thE pri ct would be at 146 shillings 2 1/2 

pEnct , i t can bE assumEd that the British authori tiEs madt 

availablE somothat mort gold than the markEt requirEd in 

the hope of chEcking if not changing thE 1mmEdiotE trend. 

The dollar did movE to 4. 75-15/16 and 1ntEr, upon thE 

opEning of NEw York, to 4. 75-l/4 but thE donand thEn 

increaotd and tht ratt movEd back to 4. 75 bid with British 

authoritiEs again supplying dollars. 
In 
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REB 

2-#1160, From London, Oct. ll, Sp. m. 

In connEction with pr Evious r Eports of thE growing 

EuropEan conviction that thE pound will dEprEciatE furthEr 

1n tErms of dollars i t might bE notEd that New York bas 

also bEEn on balancE a consistEnt sEllEr of dollars . 

ThE franc bas remainEd stEady at 178. 93 and thE amount 

ot s tErling suppliEd by thE FrEnch authoritiEs bas not bEEn 

largE. 

I happEn to know that my FrEnch collEaguE has today 

bttn EngagEd in a long discussion at tht British TrEasury 

but I con not SEE any spEcial advantagE in making 

1nqu1riES ot this poi nt . 

KENNEDY 

CSB 

a f 'll .l:J '<:~ 

: 
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ORAY 

BErlin 

DatEd OctobEr ll, 1938 

Rco ' d 4:10 p. m. 

Secretary of StatE, 

Wash1n3ton. 

540, Ootobtr 11, 7 P• m. 

NO, 20 To'QR TREASU!n: FROU liEATR. 

Ma~sha1 GoEring in his capacity liS ChiEf of thE 

four - yr.ur plan this a f ternoon dEcreed tha t Czech currEncy 

in SudEtEn hnnds could bt exchangEd for rEichmarks at thE 

rate of 12 pftnni~s for onE Czech crown. ThE r tccntl y 

prevailing official rate of exchange has been one Czech 

crown equals e. s pftnnigs of n r£1ctmsrl: . Thus there 

has been an overvaluation of Czech currency in circulation 

in the SudEtEn arEa of approximately ~ prtsumably to 

br ing SudetEn wagEs in lint w~th wagEs in thE REich. 

WILSON 

CSB 

.. 
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PAlUPBRA81 or 'l'ILDU.K RIOIIUD 

:ntOK: Aaeri_oan lllbaesy, Bar Un, Ger•ny 

DA'l'l: October 11, 1938, 5 p .a. 

Jo.a 539 . 

I o, 19 :ntOil HIA'l'H rat '1'BI 'l'REA8URT. 
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I haYs been making an attempt during the past week 

to try to find out whether,along with t hs aoqu1ait1on of 

tbe Sudeten area, the Gel'111&1l GoYernaent would try t o 

arrange with OsechoolOY&kia for aoaething in the nature 

of a custoas union. '!'here was a story in yesterday '• 

HEUIZUROBIR Zll'l'UIG to the effect that this was the 

Federal State pU-n. I t herefore ha4 a talk with Berse.:A 
hae been 

who .a./proa1nent in the present eoonoaio negotiations with 

t he OaechoaloYaka; Berse.an is chief assistant to Dr . 

Brintwenn in the Ministry of Economics. Aocor41ng t o 

Berg~ no definit e 4eoieion ha4 been reaohecl in t he 

matter, However, he adll1tte4 that in certain quarters, 
ia 

8lllong thea he aent1ons4/the Reicheballlt, the ida was 

being proaote4. Hie only oonoern at present, he ineiatecl, 

was to arrange ao• t•porary cuatoas arransamant with 

CzechoaloYaltia to perait for •aaae weeks longer• the 

continuance of •the arrangeaent• existing between Czeoho-­

sloYaltia an4 t he S~en in4uatr1es. OertaiD. Sudeten 

industries do e:Eport Mil -· the sreater part of their 

pro4uot1ea, 
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produot1o11, be ea1d1 but on 1obe &Yt:rage , be tbougbt th17 

depended on the inhrll&l u.rket 111 Osecholloftk1a f or 

forty or eYeD f1f1y percent of 1obe1r ealee. The SUdna 

region, on the o1ober hand, wae highly dependat on foodetuffe 

and raw aateriale f~ OsecboeloYakia. 

The aaeert1on bae been made SkKt by a Britilh delegate 

on the eubco-Utee eet up by the conference here to 

deal w11ob eoonoa1c and fillanoial queetione arieing froa 

the cession of the Sudnen region, that the Ozecha , in 

direct negot1at1o11 Wi 1;b Germany, b&Ye already offered for 

a period of nine months or nen longer free trade or a 

modified ouat a.a arrang•ent. •aturally, howner, 1obe 

stipulation ha4 been made by the Csechs that products of 

Germany would not rece1Ye the priYilege of custom or 

preferential iariffe wbioh would be granted to Sudeten 

produoh going into Osechollon.ltia. It 18 reporlld that 

the Ger•ne pernptorily retuaed thia offer. The Germane 

it is eaicl replied tbat a cuatoaa barrier bliween the 

Sudeten diatriot and Germany could not be oonaide:rad. 
and the oo-iUae 

In 1obe opill1011 of 1;be Br1Uih delegat-', thia retuaal 

by the Gera&Ae waa an au~ o11 the part of Gera&lly t o 

make CsiOhoeloftkia take the 1niUat1YI i.ll uking Gal'IIIAy 

for a ouatoae unin. fte BriUah delegate tlzr1ober uzule:r­

etood that there waa 111a1etaoe in oe:rtai11 Geran quarte:re 

that 

Regraded Uclassified



204 

tbll.t a curreno:r union or epeoial mooe1iary arrangement would 

baTe to go with a oua1io.e union. 

Should there be no ourreno:r union, it b obTioua that 

if free trade between Germany and g•eohoalOT&kia were ee­

ta.bltahecl, Oaeoh induatry would cjo:r greater adTanta,e 

thereby than German industry, ailace 1D Gerlall.:r prioea are 

higher and there are higher tariffa and quant11iat1Te pro­

teotioD iD the German u.rltet , &Dd ~eohoslo...ald& would offer 

to Oermuy a market which 1a IIJII&ller &Dd 1 .. 11 proteoteil. 

It may be intereatiDg to note th&1i Bergeman 1ne1a1ia 

that DO prior pl&Da or atudiea for the economic admiDiatra­

tion or abaorptioD of the Sudeten region bad been ll&de 1D 

the Kiniatry of loon011ica. 

According to the Britiah delegate men1iioned abo•e, 

negoti&1iiona baTe been moa1i unpleaa&D1i in the eoonomio 

subooamit1iee. The Ozeche , be deolarea, baTe ebown reacl1Deae 

to aalte eTery oonoeaaiOil and baTe 1D fact gone bllclt fro. 

their original at&Dd ud said they were willing to return 

to the ceded. terri 1iory a proporUona1ie a110unt of reilw&T 

rolling atoclt. ~be British delega1ie a1iatee 1ib&t R11iter, 

the Oeran r epr eac1iat1Te on the oOIIIlittee , baa reoe1Ted 

theae conoe88iOn8 •oat grudi1Di17'• 

TH1 lOLLOIIJIG IS STRI~LT OOIFIDDTUlo ~ 

I1i hae ju•1i bee repor1ied th&1i R1 tUr, who waa German 

Amb&aa&dor to Rio de Jue1ro and 1a in Germany on leaTa, 

h&• 
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hu bee decl.are4 pe:raona non gra~ b)' the Brazilian Gon~ 

=ent. It 1a ll&id that the Oseoh dalep.ha are inclined 

to baline that Ritter'• deaanda in the ooiiii1Uee haYe bee 

so fira beoauae he wanta to rehabili~te hiaaelf b)' 

•winning• the negotiation• in the ooaaittee - thus ca.pen­

sati:g for the peraonal def .. t suffered b)' the requeat for 

his recall on the part of the Brasilian GoYeraaent. 

Infor.ation haa aleo OQIU to ae that the Czaoh aDd 

the Britiah &Dd rrenoh r~reeantatiYII on the auboo.mittee 

hope that the, Qan win oc.peneation far conoe81iona aa4e 

heretofore b)' the Cseoha b)' perauadillfi the GermiiZII to 

agree to ea.e p&ract f« real propertr of the OzaohoelOY&It 

Go•ernaent take ansr with the Qecled area b)' the Geraane. 

WILSOir. 

D:Lft 

• 
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SOCIAL SECURITY BOARD 

\ 

,jl ~· Sooorable, 

WASHINGTON. D. C 

TM Secretary of the TrMa\U")', 

,,st.i.ogt.on , D.C . 

Octo'bwll, ltl38 

I thank 70u for the l etter of October 3, 1938, fro• the 

Ho:>O rable 1&1De C. 'lqlor, ktl~~g Secrotar)' ot the Treaa\U")', eta t ­

tng thnt the Treae\U")' h w1.llint;, undu certain condi tione to 

::&lotain balancoo of Tr• llll7 tii.Dde in banlce hal>dling benefit 

ill!J"=-eDt &.ecounta of Stat e \ID.umloyeent coapenaatlon e.geaclee. ae 

A meMo of coapaneating the banke tor t h ei r IOrTicoo ln connec tion 

ritb the11 .ccounta. 

i'be Board conoldered t he Trtalll!7' 1 l eHar of October 3 at 

it e aeeUng of October 7, end approYed of the arrftDt;e .... t and con­

ditione atated therein. '1'he Board directed (l) thet lte Bureall of 

UnHOplot=ent Co8panoation cooperate " ith t he Diw1.t1on ot Depoolto, 

Off\ce of the Coaal.aoloner of A.:counto and Depool to. Tr.,.elll'7 

i)eput.·,.nt, 1n all 1111t tero relatin;; to the proc ed~>re to be aet llp 

for t he pro.;>er "dlllDletration of thio arrMGeunt; and (2) that 

1111 State un!IDplo;rment coapenal\tion 8gtnciu be inforoed of the 

arrpnc~ent by a letter tu~olement1~ for~er 1netruc t1one to theee 

o,;ODcleo concernlng the Board' 1 pollc:; 1:1 the ..,tter of co•pen ... t ­

log balancea. 

i'be Trel\1\1.17 ' 1 actlon in tbh aattor 11 greatly apprecll\hd 

~;1 the Board. 'l'be IIJ'Tllll"""""'t whlch hn• boon ll£1'eed upon not only 

lorgely ellalnateo a dlftl cult pr oblea concernlng bank eervlce 

chargeo ln connection w1. th beMflt pl\)'1De.~t 8CC4W1h, but h con­

llt!ered by the Board ao a real aid in the Soci&l Sec~>rH;.o pro,;raa. 

The Board deoiru t<> cooperate w1. t h tile Treaaury t<> the 

~loot axtent poosible in puttiftg \hit arrengement into e f fect, and 

In the otud;.o of other que stlono concernin« tb• hal>dlln& ot llD..,ploy­

zent cocp@naatl on tunde , which aay juetify th• Treaaury' • cone14er~ 

tba. 
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GI!OOP llEETING October ll, 1938. 
9:30 A. Jl . 

Present: 

H.!.l.Jr: 

Bell: 

H. il.Jr: 

Taylor: 

Taylor: 

H.Ji. Jr: 

Gaston: 

lt.ll.Jr: 

Kr. Oliphant 
Kr. Gaston 
Kr . Baas 
Kr . Taylor 
Ur. Banes 
Kr . White 
Kr. Gibbons 
Kr. Upham 
Kr . Bell 
Kr . llcReynolds 
Krs. Klotz 

Who's - Taylor and Bell - one or the other has 
the details on this R. F . c. thing - three hun4-
red million dollar note- the two or you take it 
and carry it - fix it up. 

Is it all fixed? I didn't know anything about it . 

All we did was say there'd be - while shaving, 
it seems to me that Kr. Eccles i S just a litt le 
bit twisted,if I understood corectly, but you told 
me he said he didn't want - he wanted the thing 
paid orr in cash? 

Just the other way. 

I think that is what I understood you to say; I 
couldn't understand you. 

He said there should be an exchange . 

To pay orr in cash, there would be rights; then, 
there is a new issue. Pay the maturing ones orr 
and pay them orr 1n cash. _ That closes that one 
and there is a new issue. 

The holders would only get their quota then, on 
the issue. 

I mean, that is what you told me what he said . 

• 
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Taylor: 

H.N.Jr: 

Taylor: 

l! .M.Jr: 

Taylor: 

H. IJ • • Jr: 

Gaston: 

Taylor: 

'l .!d.Jr: 

Taylor: 

Bell : 

H.Jd.Jr : 

Bell : 

H. :.t . Jr: 

Bell: 

H. !.I.Jr: 

Bell: 

208 
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I said he recommended an exchange. 

No . Well anyway, the thing to do is not t o pay 
off in cash. 

That •s r i ght . 

And offer an exchange . 

That's right . 

I don 1 t know who's here • •••• 

wr . Taylor said an exchange. 

I was raising my hand while you were talking to 
Jesse and saying "exchange." 

The thing is exchange; not pay off. 

That • s right . 

Any cash? 

No. 

Have we any letteL'? 

There's a letter which wrs. Klotz will get, which 
he wrote me before, which is in t he safe . 

Coming from Jesse? 

Yes; there ' s a letter from Jesse which will be 
answered, but you will need an additional letter . 
The story is he wanted cash. He says - he does­
n ' t say it in so many words - "I won't play unless 
you reduce my interest rate," so he agreed that 
he wouldn' t have any cash; then he goes home and 
writes me a letter - "The Board of Direct os want 
to borrow five hundred million. " So I didn ' t 
want to be in a position to have his Board say 
--- and so forth, so in order to do what's good 
for the Gover nment, I am going to go part of the 
way; I'll reduce his inter est to one per cent . 
Does he pay it semi-annuallY or quarterly? 

Semi-annually. 

• 
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!!.ll.Jr: 

Bell: 

H.M. Jr : 

Bell: 

'! . '! . Jr: 

Bell: 

H.!.I.Jr : 

Bell: 

H.U.Jr : 

Bell: 

H .. ;J.Jr: 

Oliphant: 

Bell : 

Taylor: 

Bell : 

H.!J.Jr : 

209 
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Well, then, this period it will be one per cen t. 

From July 1? We never did settle that; remember, 
we brought it up in Kay? 

Three hundred million, and then you fellows could 
discuss whether there will be an ad justment on 
the interest or what. 

I s this a different date? 

They mature on the fifteenth of December . 

You want to advance ••••• 

I think this thing - pay t hem their interest till 
the fifteenth, and t hey can cash it just ••• • • 

Tba t wil.l depend on what r at e you give on the new. 

Also pan you still make it three years and stay 
within the l.egal limits of the R. F. C. ? All I 'd 
like to have to do is to consult with you fellows 
as to - I think it ought to be a three, and then the 
rate, and all t he rest, if you fellows would carry 
the ball, so I could forget it. 

All right . 

0 . K.? 

Better take anot her look at that t hree yea.r thing, 
Dan. 

Yep. 

April , '42, isn' t it? 

• 

I t hink i t 's J anuary, thirty- - 142 that it expires . 

Dan Aubrey Vlill.iams i s coming in to talk to me 
abo~t this Sel f-Help thing . Read these two 
l.etters , and you'll understand • . I t hought that we 
might meet five minutes ahead of his coming, 1f 
you and YcReynolds would meet with me. 

(Speaks aside to Mrs . ~otz.) 

Will you tell Miss Lonigan to be here at ten 
thirty-five, so she can post me . 
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(Speald.ng very low) WhAt Hopkins told •• • his 
organization •••• r esponsibility • ••• he didn 't 
want to have anything to do vrith it . Lonigan 
tied it up. Hopkins said, "No strings attached ." 
•••• designated some one per son over there as 
their agent - disburser - and let it go at that . 

She may be seeing an unnecessary barrier, but •• • • 

ucRoynolds : (Speaks too low. ) 

H. ·~ .Jr: So if you have her come in at ten thi.rty- five, 
ond t hen after that we' l l talk to him, about where 
he's supposed to go after it, see? 

Bell: Yes sir. 

H. IJ.Jr: 

Bell : 

H.M.Jr: 

Gaston: 

Bell: 

Gibbons: 

Bell : 

H.M. Jr : 

Bell: 

H.<.t . Jr a 

Uphao: 

H.:J.Jr: 

You, l.lac, Lonigan, and me . Anything else, Dan? 

No, nothing particular . If you 've got any time 
t~~re • s a letter you mi&ht want to read, sometime -
an interesting document. 

o. K. I s t hat the !Jac:uire t hat used to be so 
active - Advisor - Economic Advisor to people -
delegates? 

Dr . Constantine . 

That ' s t he man. Be was interferine a fer~ years ago 
in the Department of Commerce. Be isn•t an 
economic advisor. 

to everybody? 

It ' s interesting . 

What else? 

That ' s all. 

Cy, you want to a ppoint a new bank examiner? 

That' s on its way through to Mr. McReynolds; you 
have to approve . 

Yiho is the person? 
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Upham: 

H. l4. Jr : 

Upham: 

H.Jt .Jr: 

Upham: 

H.U.Jr: 

Upham: 

H.IJ. Jr: 

Upham: 

H.M. Jr: 

Upham: 

H. IJ.Jr: 

Gibbons : 

H. !.I . Jr : 

Gibbons : 

R. !.I . Jr: 

Gibbons : 

Gas ton: 

H. I.!. Jr: 

Gast on: 

H.ll.Jr: 

Gaston: 

- 5 

His name is Bailey - one of the aen in this 
District . 

Is he a good man? 

He•s. one of Mr. Folger's recommendations . I 
think that he i s . 

You think he 1 s a good man? 

Yes . 

~ right , get Mac together and I'll sign it. 

Thank you. 

What else? 

That'S all. 

Everything all right? 

Yes sir . 

(Nods to Mr . Gibbons . ) 

I saw the Matthew Wold l etter on this. 

What? 

The Matthew Wold letter. 

Yeah. 

It ' s in Herman' s off i ce now. 

It's a new letter t hat arri ved yesterday. 

211 

Wel l , I want ti.me to go into that whole t hing. 

You want to see this memorandum I have in course 
of preparation before it goes • • •• • 

••• • to the Wbite Bouse? 

.... over? 
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I!. !J.Jr: Yes . 

Oliphant : 

Gibbons : 

!!. 'l. Jr : 

Gibbons : 

H. ~I . Jr : 

Gibbons : 

R . ~ . Jr: 

Upham: 

Gibbons : 

Upham: 

!! • ..t . Jr: 

Upham: 

Gas t on: 

Gaston: 

Taylor: 

Wouldn ' t it be possible to postpone the 
President's recommendation today? (Some words 
jumbled.) 

It1 s postponed. 

Did you get the copy of the speech I sent in to 
you by Senator Guffey? Uoe Annenber g is suing 
him for libel. I just put a memo on it and sent 
it in. 

(Low to Urs . Klotz. ) 

Be asked me to give it to you personally. It 
accuses Uoe of beoing in charge of the Republican 
Party. 

Is that libel? 

I t• s the other things said about him being a 
murderer and tax dodger , and everything el se . 

I guess Uiss Chauncey has it . 

I hope you didn • t see what 11r . Vandenberg said 
about the Tr easury las t night. 

On the radio? 

(Nods "Yes . ) 

I 'd like to have heard it . 

He said, "The insolvent Treasury, 1n the hands of 
spendthrirts who us e jitterbug arithmetic . " 

Be gave a good imitation of Hitler; his tone of 
voice and everything was an excellent imitation 
of Hitler. 

Really? 

Yes . That is, it didn' t purport to be, but that ' s 
what it was. 

Same ups and do.,ns? 
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Oliphant : 

R.!.I. Jr: 

White : 

R. L!.Jr : 

White : 

H.lt. Jr: 

Vlhi te: 

R.U.Jr : 

Oliphant: 

H.J .Jr: 

Oliphant: 

R.u< .Jr : 

Gaston : 

R.:A.Jr: 

Gaston: 

Ranes : 

2!3 
- 'J -

I couldn1·t understand it. 

Harry? 

Her e 's a memo here I received from the National 
Resources Committee, from Mr. Ruml; it ' s of 
interest merel y if you want to know Kr . Ruml •s 
vieYI on the Budget. I can melee an original copy 
i f you like. Is that all right for you to read? 

I'll tell you in a minute . (Looks at memo . ) I 
can't read t hat. 

I ' ll have a copy made. Here is (hands H.U.Jr. 
another memo) - there •s one or two interesting items 
on there, that.' s probably already co:1e to your 
attention. 

The purchase of securities , as reported by the 
s. E. C. is the largest since, I think the spring 
of •37, for the week. 

You mean from abroad? 

Foreign purchases of American securities; and t he 
other items are there. 

I want to see you and Oliphant today at three 
o ' clock. You - all right, Herman? 

Vlhat time? 

Three o•clock. 

Three o•clock - 0 . K. 

(Aside to Mrs . Klotz . ) 

You'd better be here too, Herbert. 

At two? 

At three . 

Three . Thank you. 

You want to discuss the possibility of the Export­
Import Bank mald.ng the loan directly to American 
companies, inStead of to the Chinese? 

' 
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'l. lt . Jr: 

Oliphant : 

White : 

Taylor : 

H. !.I.Jrl 

Hanes : 

Ho.nes : 

H. !A.Jr : 

Banos : 

Taylor: 

H •• M.Jr: 

Uphrun: 

!l. :.I.Jr: 

214 
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Yes . In talking yesterday with Sumner ne~es, 
about if ani when we get down to buying any pro­
ducts of the Chinese, I made this suggestion 
that for ins t ance, if it was tung oil, that t he 
Export-Import Bank help finance , l et ' s say Archer 
Daniels, or Sherwin-Williams t o do a two- or t hree­
year purchase of tung oil . He said on t hat basis 
the Stat e Depar tment wouldn' t be int er ested. 
They wouldn ' t care, so I think that is that . In 
other words , if the Export-Import finance t he 
American manufacturers who use t hat , and they 
in turn vrant to make a three-year contract with 
China, where t hey ller e concerned, t hey Tiouldn' t 
possibly object because t hey \~ouldn' t have any 
interest . So I think if you people working on 
that, keep t hat i n mind,. It certainly would be 
perfectly legal. · . • . 

The J ohnson Act is involved, isn•t it? 

That ' s another agency of t he Government. 

The J ohnson Act doesn ' t apply to China anyhow. 

Well , we can finance Sherwin-1'/illiams , or Archer 
Daniels, or VI. R. Craves , or whoever t hey are . 
You got a clean copy of that? 

Yes sir. 

I ' m sorry, but ol d age is creeping on. I 1ll give 
it back to you by one o'clock. 

All right. 

You and Taylor want to lunch v.ith me today? 
Eccles is cominb to lunch. 

Sure. 

(Nods nyes .n) 

Cy , you want t o come? 

It ' S Just i f you want me. 

Vfe~, you come; I haven ' t got you straightened 
out yet . In t he mean time ·· · · ·· 
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Upham: 

H.M. Jr: 

Upham: 

R.M.Jr : 

Upham: 

Bell: 

Upham: 

Oliphant : 

H.!I. Jr : 

Oliphant : 

!i. L! . J r : 

Oliphant : 

li •.. !. Jr : 

Upham: 

Gibbons : 

Uphllm: 

Gibbons : 

Gas t on : 

H.1t. Jr: 

Taylor : 

R. IA.Jr: 

21-' 
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You can omit me • ••••• 

So ther e will be one, two, three, f our, five . 

You•re goi ng t o have to str aighten me out pr etty 
soon . 

Yeah. Have they got you down the hall ? 

I haven ' t had time to res i gn yet ; t hey 're pressing 
me fo r my r esignati on . 

On t wo salaries? 

Oh, no. 

That' s what Kip said yesterday. 

Vlho? 

Kip. 

Ki p who? 

Kiplinger. 

~~t does he say about it . 

He wasn ' t ver y accura te , I thought . 

f1e ought t o do somet hing - he i sn•t goi ng to have 
any Sunday morning br eakfast s . 

Wr . Gibbons is in the habit of being ~ntertained 
with a Sunday morning breakfast. 

Wha t about t ha t , Herbert? 

I think i t • s about time for the Acting Comptroller 
to give a Sunday morning br eakfast. 

Vlayne? 

Here' s t hat memo I told you about on prefer red 
stock bonds by R. F. c. 
Oh, thanks. Anything el se? 

' 
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Taylor: 

R.U.Jr: 

Haas: 

H.M.Jr: 

Hoas : 

I!.U.Jr: 

Baas: 

H.U.Jr: 

Klotz: 

H.Lt.Jr : 

Haas : 

H.lt .Jr: 

Gas ton: 

H. Lt . Jr: 

Oliphant : 

Gaston: 

H. ll.Jr: 

Gtbbons: 

- 10 -

(Nods "No.") 

George? 

I have nothing except this sheet from Tapp's 
organization on butter; that is a surplus 
cor.uuodity. 

21S 

Good. I didn't get your business review Monday, 
did I? 

It was sent in yesterday . 

Huh? 

It was sent in yesterday. 

I haven't seen Mis s Chauncey, so I guess t hat•s 
t he reason why. 

(Low - to H. L!. Jr.) 

I ' d like to have that Monday noon. It just goes 
to Uiss Chauncey; I haven't been doing my mail --

I thought that was the best way. I think she's 
been bringing it in to Mr. Kieley and said, "Bring 
it right in. n 

It would be terriblB if it was on my desk. I 
think it should go to Mrs. Klotz. 

I congratulate you, Herbert. 

You read the story in the Times? 

The funniest thing I ever read. If everybody 
hasn•t read the New York Times, be sure to do so. 

Where is it; I looked for it? 

The story starts on the front page - all about the 
purge. 
Everything in the heading is about the purge, but 
in the body i t ' s all about our letter. 

What did Herbert do? Did he t ake it up with Krock? 
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!I. JJ .Jr: 

Gibbons: l 
~ R. Ll .Jr: 

I 
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' 
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' 

Gibbons: 

Gaston: l 
l McReynolds : 

' Oliphant: 

Gaston: 

R.M.Jr: 

Gaston: 

• Oliphant: 

f B.U.Jr: 
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Herber t will tell you about it. Krock let him 
write it . Krock said, "You write what you want 
me to say, " and Herbert wrote it. Fair enoughl 

Yes . I saw t he headline but I didn ' t recognize 
it. 

It's on the front page. I hope Ur . Sulzbereer 
reads his paper; I don•t know whet her he does or 
not. 

"Treasury officials stated today that a dispa tch 
in the New York Times of Saturday morning, quoting 
Senator Sheppard's letter toUr. Korgentbau, 
contained certain inaccuracies. The dispatch at tr ib­
uted to Senator Sheppard the conclusion that 
Treasury regulations •were not consistent with 
t he laws dealing ~ith primary elections and with 
t he Corrupt Practices Act. •• 

I don't think the paper enjoys doing t hat. 
Well , that ' s that . 

It •s a swell job . 

I got from Irey, a very fine list of all these 
political investigations and resultant action; it•s 
a very impressive list we can use, cautiously, 
because in manY cases after the heat was put on 
they just resigned and as far as the record goes 
it is just a straight resignation. 

(Inaudible) • •• . start a t the time when Treasury 
officials were instructed to either get out of the 
Treasury or get off the National Committee, and 
from t here on, the record of every investigation 
t hat we bad made •••••• (speaking low) 

It could be thrown into totals without names, 
and avoid the danger of libel . 

• 

we can handle it . 

Anything else? r 
~ 

No . 
Nothing . I ' d like to speak to you about t he silver 
thing just a minute. 

o. x:. 
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(ll Waehington Self- Help 
(2) Statue of tunde for WPJ. tor balance of fear 

October 11 , 19~ 

10: ~0 a. m. 

Present: 

lliae Lon1gan(tor part of mceeti~) 
Wr. Bell 
Wr. WoReynolda 
Wr. Aubrey Williams 
Wr. Emerson Role 
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HW,Jr: What do you (Wr. Bell) know about t hia? 

Wr. Bell: I know thla: that under the Relief Act 
ot last year, you remember, that all direct relief was 
under the Farm Security Administration and the allocation 
t hat waa made laat year was to the Farm Security Adl:l1n1a­
tration whloh, in turn, turned the money over to the Dis­
trict Welfare Association and t hen it was administered by 
t ne Sel f-Help organization. 

Thi s year, the Self-Help proYiaion in the Relief 
Act ie under WPA and also a provision that the WPA can 
prescribe rules and regulations in reapeot to adm1niater1ng 
any funds allocated by it to another depa.rtment . 

Now, they have always administered t he tunds of the 
Richmond organization, as I understand it, and now they 
want to bring thla one into t he same category aa the Rich­
mond one, making 1 t a WPJ. organization and requiring 1 t to 
be administered under rules and regulations of WPA. There 
is no department of t he Federal Government which ia spon­
soring t his proJect, eo they want to control it rather tha.n 
putting it in the banda of the District Welfare Aaaoc1ation. 
Is that t he s tory? 

Wise Lonigan: I had one thing, it I may , and that 
is they control the Richmond project by inattention. They 

made no regulations t or it. 

Act. 
llr. Bell: But t hey are, this year, under the New 
That 1a required under t he Act. 

lilies Lonigan: Ye1. 

HW,Jr: Thla doaa not oheok with t he orders Hopk1nl 
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gave rrom t his desk t o hie people, in which he sai d he 
dld not want anything to do with it, glve them the money, 
designate whoever t he superintendent le, and let hlm 
spend it, but he d i d not want to make rules and regul a­
tionsf that it was an entirely different philosopny and 
he did not want t o have anything to do with it. 

Mr. Bell: That was the attitude last year. They 
dld not want any Self Helps. 

Ur. Hopkins: That's t he att i tude he took a month 
ago. Talked to about five people from t his ottioe. Took 
halt a n hour to do it. He sai d, ' I don't want anyth.ing 
to do with t he Washington Self Help. That does not go with 
the one outside Washington , but as tar as the Washington 
Self Hel p , I don' t wany anything to do with 1t.• 

lolr. Bell: I don't see any reason wey Willi ams can ' t 
allocate $100,0oo t o t he Distri ct Welf are Association. I 
t hink it can be done, Jus t the same way Farm Security did 
last year. 

Hloi,Jr: Who is head or the District Welfare Associ -
t ion7 

Ur. Bell: The three Commissioners . Street is also 
on t he Board. 

HM ,Jr: Is t hat t he way t hey did lt laet year? 

Mr. Btll: That 's rlght . They don 't administ er lt . 
It ' s admlnis ered by t he Self Help. 

HM.Jr: Would that be agreeable? 

Uiss Lonigan: Very good. Mr. Street has been 
very g ood. 

Ur. Uo~nolds: or course, Aubrey has a check tor 
$100 ,000 81re cleared by t he General Accounting Of fi ce, 
payable t o th e Waah1ngton Selt-Help Exchange. 

Mr. Bell: He's holding it up for t he regulation. 

Mr. McReynolds: Yes. 

HM.Jr: But Hopkins said he did not want any regu­
lations. 

Regraded Uclassified



r 

220 

-3-

Miss Loni~an: Kr. Williams has made it clear to 
a large number o people that he ' s opposed and it ' s a 
matter of i nternal struggle in WPA. 

HK.Jr: That was quite evident when Hopkins talked 
to h1a peopl e , but if it is agreeable to Bell and this 
thing is all cleared through the Comptroller ' s aud1t1ng 
off1oe, then whf not carry out Hopki ns' instructions that 
tha t oheok be handed over to one man in this office who 
will be designated as a representative of t he WPA? 

Mr. Bell: I suppose that's all right . 
t o know. I til1nk that would be al.l right. 

They ought 

HJ.I,Jr: And then Hopki ns said, 'I don't want any­
thing to do with the administration. At t he end of t he 
year, we will take another look. If it's a suocese, all 
r ight . But I don't want t he responsibility. ' 

Mr. Bell: What they are doing is putting it through 
as a WPA proJect without approval of the President. He 
has an allocation from t he President putti ng it through as 
a WPA proj ect out of their own funds , eo we would not see 
i t i n t he Bud.get at all. 

HK,Jr: Wel l, Dan, let me try it this way, the way 
Hopkins laid it down and evidently the way t hey have it 
now. What ' e t he name of your superintendent? 

Miss Lpnigan: Hugh Cobb. 

HK ,Jr: That they give this check to Cobb and desig­
nate Cobb as their agent . 

Mr. Bell: I suppose that's all right. 

HK,Jr: Have you any obJections? 

Mr. Bel l: I have no obJections. 
other proJects eomewbat similar. 

They must bave 

HK ,Jr: I don ' t know whether they ban or haven't. 

(At this point , Mr. Aubr ey Williams and Mr . Roae 
Joined the meeting. ) 

Mr. Willi ame: Looks Uke a reunion. 
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Hll,Jr: Yea . Smells aa t hough eolll!body -• run-
ning out of money. 

Mr. Williams : This is the right place to come. 

HM,Jr: Has been so tar. 
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Mr. Williams: I see Danny haa a nice bright emile. 

Ur. Bell: Yea. Just looking at excess or obliga-
tions . l9o,ooo,ooo over their quota. That makes me 
sm1le. 

Mr. Williams: The truth is he ie probably very happy 
i t's not more t han that. 

HK ,Jr: Well, I will let .h1m answer !or h1mael!. 
Pretty good at it . 

Ur. Williams: Did you have a good trip? 

HK ,Jr: I forgo t I ever had one. 

Mr. Will i ams: You want to talk about Self- Help a 
11ttle? 

HK,Jr: Yea ; would like t o very much. 

Mr. Willi ams: Mr. Bell is in on this to sign 1t. 

IUI,Jr: Yes. And Mr. »oReynolds. 

Mr. Wi111ams: Well, you know the money is available. 

HK.Jr: You got the oheok with you? 

Kr. Willi ams: No. Dan has t he check. 

The quest ion or our relationshiP with the people who 
are going to spend t he money - - that ' s what I want to talk 
about. 

HK.Jr: Sure! And I would like to l i sten. 

llr, W1llhm•: All right . 

We reel that we have a very definite and conti nuing 
responsibility tor what ~pena t o this money 1naemuob ae 

• 

Regraded Uclassified



I -5-

we are the public agency to which Congress has made it 
a~ailable and, on the other hand, we don't want to be 
attempting to tell tha Board how it shall spend t he 11oney, 
but we teel vecy definitely that there ought to be a •ery 
clear-out understanding and it ought to be in writing as 
to what the agreement is. 
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Now, t here are t hree main things in there that I 
think we ough to present. The first i s that the Washington 
Selt- Kelp Exchange be required to make regular financial 
and statistical reports to us, reports on what they spend 
the money tor, and the matter ot the number ot people as­
sisted, and anything else t hat pertains to and i s related 
to their money, so in givi ng an account ot it we will know 
what's done . And we are prepared to give any help at all 
that you want i n working up and assisting in those reports 
and so on. 

The eeoond, that we retain the right and that we re­
gard it ae our responsibility to audit the books ot the 
Self-Kelp Exchange, Just ae wo would do it it was the one 
i n Richmond or the one in Loa Angeles, and 

Third, that the tunde be made available on some 
agreed arrangement with you ot either all at one or in in­
stallments or in euoh aoounts as you all want at any g iven 
period. It you want so much each month, it's our feeling 
that it would tit in with our procedure better, the way we 
handle it in other oases ot this kind -- to allow the money 
to go out in monthly installments, so much saoh mont h. 

KK,Jr: You like that, don ' t you? 

Mr. Williame: I don't know whet her I like it or 
not , but I think some definite arrangement ought to be 
agreed upon. 

Those are the main three things -- reports , finan­
cial and statistical; second, auditing ot the books, and, 
third, an agreement on how the money is to go out. 

HM,Jr: Now, when Hopkins took this matter up, about 
a month ago, and phoned tive or six paoRlAdin hie ottioe, 
he happened to be sitting at my desk ana'tlle phone< b.ere. 
And finally he tallted to two women -- who 11 his ue1etant? 

Mr. Willlue: Mrs. Woodward. 

HM,Jr: Yea. And her principal aeeistant? 
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l.lr. Williams: !Usa Cronin. 

IUI~r: And be finally talked to !Usa Cronin and 
t~a is w~t be said, He said, 'I don' t want any reeoon­
sibi lity for the Washington Self-Help.' He said, ' It' s 
a different philosophy. I want to ~ive them the money. 
I am telling you to give it to them. And t hen he said, 
' After t he year is past, we will take a look at it and 
then deoide whether we want to do it aga1n. 1 And be said, 
'I don't want any of the responsibility. I don't want 
them mixed up 1n our organization at all. 1 Then she asked 
some questions whioh I gathered bad to do with other Self 
Helps and Harr7 said, 1 Juat Washington. I am not talking 
about any other. I want them to bave thftt money provided 
t he Comptroller General will say it's legal. ' 

But he was very empbatio. And he f1nally talked 
to his lawyer -- five or six people. IU.ee Cronin was 
quite argumentative about it. And I could tell. Finally 
Hopkins said, 'Well , I want this . I don't want any of the 
responsibility, ' And he said, 1Give it to some one person 
over there and designate him as our agent and give them the 
grant and then let them go ahead. ' 

Now, I never discussed it w1th anybody since t hen 
and i naamuoh as he finally, after being very patient and 
talked t o at least six people over there, then he finally 
told Miss Cronin definitely what he wanted. 

This man, Cobb , is the superintendent . As I under­
stand it, that's t he question that was raised, t hat he be 
desi gnated as your agent; that you hand him this oheok, 
lump sum, and that t hen the books should be audited by your 
or ganization. I think that's proper. 

Mr. Williams: That's right. 
1'inanc181 reports. 

Then be could make 

1DI , Jr: Be should make, I should say, month1y re­
ports, number of people employed, eo fort h and eo on. 

Mr. W1111ama: That ' s all right. 

HK
1
Jr: We have been, I think, running a set of 

books f or them. 

Yr. Bell: I don ' t think eo. We went up there and 
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set up a nt of boolta. 

HK.Jr: 
you want . 

I think you are entitled to ~ report• 

Mr. IU111ama: We designate somebody over there. 

KM,Jr: The person ie Cobb. 

Mr. Willlame: Ie there a Boardf 

HM,Jr: Yea. Who ia the Chairman? 
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!Usa Loniftan: M.r. ltaieer ·i; Chairman of the Board · 
of Directors . ugh ltaiser. 

llr. 1Jill1ama: Yea. Would you think it preferable . 
to designate F~m, because t he ot her fellow is more or leas 
under the Board, ian1 t he? 

Miss Loni~n: If there is any element of this hav­
ing to become aA proJect, it might be impossible for 
him,for hie busines s oonneot1ons, for him t o do that. 

KM,Jr: Let1 a designate somebody as your agent. 

Mr. Williams: Or designate the Board. 

Miss Lonigan: Designate the whole Board? 

llr. Williams : Si mply send t he oheolt to the Board 
and t hen we could worlt out with llisa Lonigan the aBtter · 
of reporting and this matter of number of people aas1eted 
and the matter of how t hey want t he money. 

HK,Jr: Hopkins said give it all ~t once. By now 
I am very careful when I quote anybodY• Hopkina said, 
1Gl.ve it to them a nd I don't want anything to do with it.• 

Mr. 1Jill1ame: All at onoe . 

HM,Jr: He eaid, ' Different PhilosophJ ' • At the 
end of the year, we will take a look at it. It it ia 
good work all riltht• and if it len't , let the record 
apeak f or'itsel t. T ' aut he waa very definite: 'Give it 
all at once. 1 
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Mr. Williams: All right. And thie other stuff 
can take plaoe right within our atride with regard to 
financial and stati stioal reports. 

111u Lon.igan: We publhh reporta. 

HK .Jr: IPA is entitled to a monthly report. 

Mr. McReynolds: Also entitled to audit the books. 
No quest ion. 

Illes Lonigan: It 1e all set up now. 

HK ,Jr: And if the reports they want are as com­
plicated as some of the Treasury reports , you can ask 
them to give you a couple of people to run the boOks. 

Mr. Williams: Give employment . 

HMtJr: Now, Kiss Lonigan, I want peace at home. 
Is this a 1 right? 

Kiss L~gan: I think that i1' the reports are as 
described by . Williams on expenditure and number of 
persona , they are availabl e. 

HK,Jr: And audit of the books. 

Kr. Williams : All I want 1e, if t hey ask up at 
Congress ' what did you do', this ie what we did. 

!Ul,Jr: Sure. You are entitled to it. 

Mr. Bell: How does that tie in with Treasury 
accounting reportet You say report to Congress. You 
haven't reported yet. 

Kr. Willi amS: Not yet. The Treasury has done 
1t. You haven' teen there when we made all those long 
speeches. 

HK ,Jr: What about this , DanT 

K.r. Bell: Oh, I think it ' • all right! 

!Ul,Jr: Did you aean you want to audit 

Kr. Bell: Jo, I think it1 e all right. 

itT 

They will 
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have to work it out with the Treaeurr Accounting Section. 

Wf• Williams: If you want to take the reeponai~ 
b1lity, t 1 a all right with me. 
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Wr. Bell: I Just wondered what other books in the 
count ry you audit on this kind of grant. 

Wr. Williams: We have a constant source of people 
going t o aucU t thie eelf-help, everywhere , but we don't 
audit State and Federal proJecte. 

Wr. Bell: I t hink it's a good 1dea to audit. 

Mr. Williams: And we audi t ed all books on Statee 
on ERA. 

HW,Jr: I think t he books ought to be audited. 
Never occurred to me it had not been done. 

Wies Lonigan: They have been by the Diatriot Gov­
ernment . I aeeume that an audit is an analyeis of past 
expendi t ures. 

Wr. Williams: '1'hat1 a right. 

HW,Jr: Do you t hink t hie could be cleaned up th1e 
week? 

Mr. Williams; Oh , Juet as soon ae I go back to 
t he of f i ce it will be finished. Today. If rou will 
gi ve me the name of t he President of the Board we will 
have t he check drawn to them and eend with a letter of 
t ranami.esion. 

HW,Jr: There's your own letter (oopy attached.) 
It can be done today? 

Mr. Williams : I can see no reaaon whJ not. How 
doea he get the oheckt Do I eend it to yout 

Mr. Bell: I take it you have to make out a voucher. 
Thia h tbll same aa a grant. 

HW.Jr: All right, Dan -- what I have suggest edt 

!!r. Bell: It 1 a all right w1th • 1t it can be 
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done and I assume from Aubrey it can be done. I am 
talking about the oheolt, You draw the oheolr. to , ••• 

Mr. Williame: It is cleared b7 t he Comptroller 
General and th&t 1 11 all I lr.now. 

Ur. Bell: Then that's all right, I thought you 
had to draw it to a local relief organization. 

Mr. Williams: No, th1a money is being given to 
toe Self Help. 

KU ,Jr: Harry called up hie auditor from here. 
Whet's his name. If you mention it I would remember. 

Hr. W1l~i~a: Holmes . The money is given to 
th1B Board. ts Just a matter of our telling Holmee 
that th1s oheclr. 1a drawn. 

all. 
Mr. Bell: You have to give us a voucher. That's 

KM ,Jr: Any other questions, Ulsa Lonigan? 

Wiaa Lonigan: No, air. 

HM ,Jr: All right, then. We will exouee you. 
When you get the oheok and it' a good, we will celebrate. 

Mr. William&: Will we be invited? 

HW,Jr: (To Wiaa Lon1gan) But make eure the cheolr. 
is good. 

(At this point Mies Lonigan left the Secretary's 
o:!'flce, the others remaining.) 

KM,Jr: Now, you fellows want to take us a little 
bit on the inside and do a little rorecaating Just :!'or 
the balance of th1e calendar year? 

Mr. Williams: We will be m1ght7 glad to talk 
about our 6ua1neaa. 

KM . J r : 'fhat • a what I wo11ld like to lr.now. 
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Mr. Will1amt: The picture is about like th1e: 
with regards to money -- we got an appropriation of 
1 billion 425 1111ll1on; balanoee from prior Actt, :50 
m1llione, making a total of 1 b1lllon ~5 1111ll1on. 
Fro~ that ther e wae deducted 98 mi llions - - 18 llillione 
to Corp a of Engineer &, 6 1111l l1one to other Federal 
agencies and 20 milli ons tor direct relief (clothing, 
etc. ) up to now, makirg a total of 98 1111ll1ona. That 
left l billion 357 million&. Of that, obligati on& 
have been 201 millione for July, 201 11111llona f or Auguet, 
191 111111ions f or September, making a total obliged to 
October 1 of 593 millions , leaving an estimated balance 
as of Oct ober 1 of 764 m1llione. Now, we have employed 
at the present time about 3 mi llion 125. 

Wr. Roae: Almost 3 million 130. 

Mr. Willlame: Costing ue t6l. OO per month per IUJI. 

HU ,Jr: Including everythi ng? Overhead? 

Mr. Williama: That's right . Labor • 52.50, Non-
labor t6.56 and adminietra•ive f2.50, per month per man. 

RU,Jr: Isn't that lese for adm1n1etrat1on? 

•r. Rose: It has gone down to 56 - 57. 

HU.Jr: It'e 61 nowt 

Ur. Willlama: 61. 

HU ,Jr: Doee t hat make a 
employi ng people i n the South! 
1e lese? Does t he eeason make 

difference - - f or instance, 
Your ooet in the s~er 

any difference? 

Mr. Roaa: Very little. You might find it cotta 
a little lees i n the winter beoauee they use lees material• 
in the North, but it doea not eeem to make al)7 material 
d1 tterenoe. 

Mr. Willifft: We have put a t~ on it, except in 
the Sout h where it right now, for the month of Ootober, 
we han been -- and what we will have t o tpend up 1n New 
England on t his dltathr - thoae are the only two plaou 
that we are al1ow1ng &ll7 1ncreaau. In t he IUdwett , 

• 
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everything east ot New York - - as a matter ot tact, 
New York itself, and everything north of T•nnessee and 
Texas, i ncluding Texas , we have a cover on today that 

;;29 

they are not to increase it during October. In t he 
Sout h we are etill putting 100,000 to work - - t he 200,000. 
'lie have about 100,000 at work and we are in process ot 
putting t he other 100,000 at work. 

In New Engl and t here has been an increase i n t he 
last te n days and I t hink there will be a furt her in­
crease during t he next month. How much that will be, 
I don't know. !e got a set of projects t hrough which 
ran up to about ~15 ,000 ,000. How much of t he $15,000 ,000 
will be spent, it 1 s hard to say. That lumber s1tuat1on 
up there , wlth all those billi ons ot feet of lumber on 
the ground, 1e some thing that is diff1cult to gauge as 
to what it 1s going to mean i n t he way of WPA employcent. 
We have taken the l i d ott 1n the last t hree or tour daye 
and allowed Silcox to move with complete freedom on tire 
control. Fires broke out in some States Saturday after­
noon, but I don ' t think anything like the whole 13 millions 
is goi ng to be used up t here. I think what will happen 
is that our State Admini strators wi ll transfer men now 
elli!Jioyed on some thlr~s over to hls end and actually in­
crease in men put on and new money spent won't be any­
t hing l ike as great as some people thought would be. 

Mr. McRelnolds: .Did Silcox give you any iden what 
ut111:tat ion cou d be made of that down timber. It blew 
down almost equivalent to a natdral year' s out ot timber. 

Mr. Willi ams: It's ten years' cutting of that 
country and estilliBted up as high as 5 billion feet and 
a minimum ot 3 billion teet, 150 milli on teet ot t he finest 
kind ot white pine in Federal forests . It's unthinkable 
that t hat lumber would be allowed t o r ot. It's got to 
be salvaged. 

Ur. McReynolds: And it 1 a a fire ha~ard as it ie 
now. 

lir. Williams: But Silo ox 1B right on t op of it 
and plans are being worked out tor suoh portions ot it 
a s belong to State and Federal Government. The other 
is being worked out in conjunction with Jease Jones in 
developing cooperatives amo~ owners and small land owners 
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and mills, in attempting to establish some kind of 
arrangement to keep it out of the labor market and keep 
lt ott t he lumber market. 

The significant thing f rom the standpoint of our 
t otal situation is in t hat whi le employment is increas­
ing , with a very excellent upturn in September • • •• • 

:!.lr.,_,.'-'-R""o'.:is~s : Esti mated somewhere around 400 ,000 i n 
September. We estimated on the basis or prelimi nary 
figures . 

l.l.r . Williams: • • : while t hat 1 a true, and we are 
get ting our snare of those jobs, I am glad to say that 
we had a turnover , i n September, of 190,000. 130,000 
or t hose we know went i nto pri vate industry. 

HK ,Jr: That 1 s wonderful. 

230 

Ur. Williams: It has been going on that way tor 
7 or 8 months. We dropped 50 ,000 tor reasons t hey 
were not doing a good day ' s work or tor other reasons , 
and about 12 or 15 other t housand there that we think 
went i nto private industry, but we don' t know that def­
initely. We know definitelY about 130,000. And 12,000 
went into other Government work, eo we are hartng a great 
t urnover. At t he same time, t he pressure on us ie, well, 
I would eay, Ur . Secretary, it's jus t as great ae i t has 
been any time, exoept in the most desperate period last 
winter. While there are some hopeful signa in the pic­
tur e , euoh ae waiting load i s going down faster than it 
1s incr easing -- t hat part i s f1ne - - we are hopefUl 
t hat t his is the first t i me in a year now that the waiting 
load has not been going up. It's goi ng down and there 
1a a d1min1sh1ng or the number who are waiting, but the 
number who are walting is still so great that any reliet -­
the fact t hat it is deoreaeing , when you still see 500,000 
or 600

1
000 people, not to i nclude the South or Northeastern 

States a t all , but just i n t he i ndustrial structure here 
in the Kidwest and Northeastern, North Central States --
it does not g i ve you much hope. 

HK.Jr: You mean 500 ,000 or 60Q ,OOO who want job• 
and can' t get them? 

!.lr. Williams: Certified t o us and we have nothing 

\ 
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t o give them. In t he South, I don't need to tell you 
that this whole cotton control and farm restriction 
thing has resulted in t housands and thousands or people 
having absolutely no way or making a 11ving and even 
conservative chaps and people like Bankhead are w1r1ng 
us ' You have got to find some way to employ these people 
because you can't maintain the peace in Alabama and let 
t his th1 ng go on. ' While I sum t his up - - the figures 
oome in; you just don't look at them. You know you 
oan' t do anything about it. For instance, on the bash 
or having a cash income upwards or 1180. 00 a year, taking 
that as the base ot your contending that those people 
would be entitled t o some work during the year, two or 
three or four months, on the basis or that as your cri­
terion, you get an intake or about 18,000 families who 

~31 

are i mmediately eligible under that plan or aid t o people. 

HU Jr: Wallace ha.s stopped reeding t hem. All 
that stuf~ I did last summer, that Surplus Commodities 
set aside $70 ,000,000 to teed 3,000 ,000, is all stopped. 
Did you know that? 

Mr. Williams: He is still buying commodities. 

HM ,Jr: Do you want t o see what he buys? I get 
a report every week. 

Ur. Williams: I certainly would be interested. 
If he stopped • ••• 

HU,Jr: He stopped it t he minute I lett town. 
One or the most upsetting th1nge that happened. I 
thought everything wae tine. 

Ur. Williams: That ' s news t o us. 

HM ,Jr: They were goi~ in a buying 
ot buying cabbage and a few t hings like that, 
buying milk and flour • ••• 

Mr. Williams: • •• and butter. 

instead 
they were 

HM,Jr: • •• and butter. 
t hree months has just stopped. 
on you. 

But the whole thing tor 
That all throws more 

Yr. Williams: Their whole program is doi ng it. 

• 
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Isn ' t any doubt about i t . I told hi m at the White 
House , I said, ' You have thrown on us 400 ,000 or 
500,000 people.' 

HU ,Jr: There. You oan se e what thep are doing. 
(Showed kr. Williams last week' s report ot commodities 
pur chased t or reliet 9urposes by Federal Surplus Commod­
ities Corporation. ) 

You see where they changed -- they decided that 
obey would dump on t he world market 100 million bushels 
ot wheat and that comes out ot the same mone:y. · Tho~ht 
they would export 100 millions and give an export euba1d;y 
and t hey are doing t hat instead ot this. 

Wr. Will iams: That ' s the old Hoover atutt. 

HM,Jr: We are right back. Sur e. 

Ur. Williams : I am glad you see that too. A lot 
ot people are saying i t. 

HM,J r: And t he other answer is , it you take what's 
happening in the world cotton market through curtailing 
our crop, we have Just handed t he world cotton market t o 
other oountr1ee. The:y are taking the market and we are 
causing unemployment here and g etting 7 or 8 cents t or our 
cotton. The damn t hlng just does not make sense. 

Ur. Williams: All I know is we have these people 
on our door steps and t or the tirst time i n tive years we 
have people storming our gates b:y the thousands. Now, 
we have got enough money lett to go at the present rate , 
or at the rate ot about ~ .100,000 -- ~.1~0,000 to the 
firs t ot Februar;y. 

Mr. Bell: Using all your reaerveaT Using the 
~175 million Wh1oh was set up tor an emergency? The Pres­
ident has to declare a n emergency. 

Mr. Williams: He has t o declare an emergency , but 
I tn1nk ••• • 

Mr. Bell: When does the emergency exist? You 
are eating i nt o t he emergency right now. Now, ie the 
President going to b e in a bole t or declaring the emer­
gency in Deceaber or January when t he emergencJ waa in 

~32 
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July or AugustT 

Mr. Williams: Well, as a matter ot tact, I 
think it is brighter ahead than it has been behind. 
I think we would have less trouble by reducing be­
tween now and, say , February , it we can reduce at 
all- - I am not saying we can -- than we would have 
it we had tried to do it September and October. You 
see, 400,000 - - that doubted the thing. The increase 
in employment has been coming along eince July . It 
ia accelerating each month and it was Harry's position 
and hope that as PWA advanced and got lta money going 
and a8 the ettect ot the money we were spending had 
ita etteot, that you would have a leas ditticult situ­
ation. I think the tact& are bearing out hls posi­
tion right along, but the point i8 you have so damn 
many still there t hat you haven't done anything tor. 

HU.Jr: How long is this apprapriation supposed 
to las t t hem? 

Mr. Bell: Supposed to last until February 28, 
bu t the President has authority t o use il?S,OOO,OOO 
tor emergency purposes. The whole thing is set up 
on an average of il?S,OOO,OOO a month. 

HU Jr: But the way t hey are going, including 
the $1?5,~,000 emergency, when will it all be gone? 

Kr. Bell: The first of February. 

Kr. Ross: There is nothing involved about the 
il?S,ooo,ooo, except we are using it in seven months 
instead or eight. 

HK .Jr: But boiling it down, you will use it 
in seven monthe instead or eight. 

Mr. Bell: It the President declares an emer-
gency. 

233 

Kr. Williams: It he declares an emergency and 
it we were to go on at the rate we are going. And 
another thing to remember about the $201,000,000 tlgures, 
we purchased all that clothing during August . We were 
spending lees than $1~,000 ,000 duri~ those month&. 

Kr. Roes: A lot of advance purch&elng done in 
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June that had to be charged agai net July and clothing 
came to about $10,000,000 on the August figures. 

HU ,JR: But I take it your roll- over on men is 
abou t 195,060 ~pe n. 

Wr. Williams: Yea. 

Wr. Bell: We put into the Budget summati on an 
addition81 isoo,ooo,ooo for WPA after Karch 1, or Febru­
ary 1 , whatever it happens to be. That's still carry­
ing an average of $175,000,000 through the entire twelve 
months . Are we going to have t o aak for more money 
on the five months? 

Mr. Roes: Yea, it ' s running $191 , 000 ,000, 8887 

Mr. Williams: To do t hat would mean a reduction 
in your rolla. We figured out this morning some things 
to show you what it would mean t o get along even on 
$800,000,000 or $925,000, 000. 

Mr. Bell: You mean more? 

l>lr. Williams: 
on that , this is what 
have to cut •.•.. 

Yea; new money. To get along 
you will have to do. You will 

234 

Mr. Bell: $925,000,000 more 1natead of $500,000, 000 
aft er February 17 

Wr. Williams: Even to do that, you have to begin 
reducing the rolla March 1. You have to start the 
machinery working the lOth or 12t h of February, so you 
get down to 200,000 by the f irst of Waroh. Then you 
drop 230 , 000 from March to the first of April. Then 
you drop 300, 000 1n that month, April. Then you dr op 
300 , 000 more. 

l>lr. Bell: What does that get you? 

Mr. Williams: Gets you down to -- that would be 
400,000 in gay you would have to drop. 

Wr. Rou: This 1a on the baeia of the $900,000,000. 

Wr. Williau: Then it would be only :500,(1()() i n 
May you woUld bave to drop. Gets down to 2 ,300,000 to 

• 
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first of the month. Fnst of 
of Kay , 2,600 ,000, f i rst of 

23!1 

Mr. Bell: What does t hat contemplate living in? 
What sum of money? 

Ur. W1111ame: Living within the sum of 
;1858. 000 . 006. 

Mr. Bell: In add1 tion t o what you have.? 

Mr. Williams: In addition to what we have. That 
does not include the $50,000,000 that we are probably 
go~ng to be asked to spend for Federal agencies instead 
of the $60,000,000 we have been doing. That's $50 ,000 ,000 
to fini sh out t he stuff they are doing, but brings you up 
to $858,000,000 to get you through from February to 
July 1 , even taking such drastic r eductions as I have in-
dicated. • 

Now, to reduce it any further, you would have to 
begin with the month or January , which i s the dead of 
winter and wh1oh I just don't believe is in the cards to 
even attempt to do , or to slice it much heavier in Mar oh 
so that you, say, cut 500,000 out of the month wh1oh be­
comes a fairly arbitr ary thing throwing people oft projects. 
That 's what that means. Wher eas you might be able to do 
this i n paralleling the industria l advance or somewhat 
paralleling it. 

HY ,Jr: Of couree , since May the Federal Reserve 
index went down t ·o 76. It 1 s up now to about 90 and t here 
is no refleot1on of what you people do at a ll in the 
production or the eoployment fi gures because I have studied 
it . You people are just going on your own. No relation. 

Mr. Williams: That is not altogether true , but 
t t ere is suoh an excess o~ need t hat you are right funda­
ruentally. 

HY,Jr: Just statistically. 

Mr. Bell: How many people on the wait i ng liett 

Mr. Williams: Outsi de of the South? 

Ur. Bell: No. Why should you say outside? 
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Wr. Williams: It you put 200,000 in the South 
as a manimum, then there ie 800,000, outside or New 
England; taking New England,you have another etory 
up there. It ' s hard to measure. Probably got 
100,000 up there that are in Just the most desperate 
kind or need. So you probably have got between 
800,000 and 1,000,000 casee that are waiting tor as­
si gnment right now. 

HW,Jr: Let me eee it I oan get this picture, 
because I haven't got it. You haven' t got something 
there that you have wri t t en out to show t he rate or 
expenditure trom now to February 1? 

(Wr. Ross gave the Secretary the typewritten 
sheet attached, marked Exhibit I . ) 

HW.Jr: (Read the statement.) And then tram 
February 1 on, have you got anything or what you pro­
pose to do? 

Wr. Williams: 
you. Xr we were to 
as these . 

Except what I discussed with 
out t he rolla by such f igures 

(Wr. IOltwmgave the Secretarr the typewritten 
sheet attached, Marked Exhibit II. ) 

Wr. Belll Is that actual reduction through 
your own reductions or is it seasonal , that you usu­
ally get in the springT 

Wr. Williams: Depends , Dan. It you can get 
an upturn in business, I would think at least a per­
centage or those, probably 5~ ot those people, would 
t1nd employment in private industry. Now whether a 
greater amount would t ind employment depends on the 
exte nt to what you can get an upturn in business. 

HW,Jr: What I would like to do, in your pres­
ence , ie this: I would like to wrtte a letter to the 
President, i n your presence --don t know whether I 
want to sign it, but just t ultilling m1 obligations 
ae tiecal otticer, I say I would like t o try it. I 
don ' t know whether I want to send it. Something 
like this: 

236 
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"My dear Mr. President: 

Mr. Aubrey Wil l i ams and 1~. Bel l 
and I had a conference t oday, ae a 
result or which Mr. Williams i nforms 
us that the best estimat e is that a t 
the present rate they will spend all 
or t heir ava ilable f unds, i ncluding 
the 9175,000,000 voted by Congress 
for emergency purposes, by the first 
o f February. 

He further i nforms ua that hie 
best estimate a t this time is that 
WPA w111 need approximatel74900,000,000 
to carry out their program for the rest 
of this f1scsl year. 

My purpose in writing you t his letter 
1a, first , t o pass on t h i s inforr.~tion 
and , secondly , to d raw your attention 
to the fact tha t in order to spend the 
9175,000,000, Congress d irected that 
you declare a national emergency and 
I think you ought to give serious con­
sideration as to the beet time to make 
such an announcement .• 

237 

Ur. Williams: What I think we ought to do, before 
you send t hat letter you had better sit down with Harry. 

Hlol • J r: lfhe re 1s Harry 1 

~r. Williams: He is here . 

HU.Jr: Is he here? He is i n town? 

Air . Williams: Read th18 letter to him. Talk 
t his whole t hing over with him. 

Hli.Jr: I did not know he was in t own. 

Llr . Williams: Because, a ft er all, he wants you 
t o have all t he information we have. 

Hli.Jr: I would be delighted to sit down, wouldn' t 
you? 

Kr. Bell: 
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HK.Jr: I always go back to the time when 
tlrst the President put 11111 here and I had the un­
pleasant duty to tell him that t he people who were 
1n the Treasury ahead of me wi thheld information 
from him and that the deficit would be ~ billions greater 
than he had been informed and I have always gone on the 
assumption that any information that I have , I should 
give to the President as faatae possible and he can do 
any damn things he wants with it. But 1t th1a thing 
is to be done without hie declaring a national emergen­
cy and if this has not been called to hie attention •••• 

Wr. Wi lliams: I called it to hie attention a 
month ago the rate we were spending. 

HW.Jr: But does he know about this provision 
that he has to declare a national emergency? 

Mr. Williams: Yes, it was arranged with him -­
and another t hing, Jimmie Byrnes -- you (Mr. Bell) 
remember the controversy ••••• 

HW,Jr: Isn' t this news to you (Mr. Bell) that 
they will be out of money the first of February? 

Wr. Bell: Last Friday, I think it was, I asked 
Colonel Harrington how they were going if they were 
going over the monthly expenditure. f could see the 
daily expenditure was. He said, ' Yea, we are going 
over,' and I said, 'Where are you going to get the 
moner?' and he said, 'Out of the $175,000,000 for Febru­
ary. 

HK.Jr: I saw Colonel Harrington two or three 
week* ago. We went over to Herman Oliphant ' s birthday 
party at t he Waehington. And I aeked him to come over 
and see me and I never heard from him. 

Wr. W1l~11: I know Harry haa told the Presi­
dent prior toing oommitmenta on both the 200,000 
for Southern people and also prior to a monthly quota, 
eatabllahing a monthly quota, I forget which month it 
was, talked with the President and told the President 
the implications of doing it. 

~· Belli I don ' t remember the exact la~e 
of that , whether it says •national emergency or 

L38 
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just ' declaring an emergency.• 

HM .Jr: It would be much better to do it in 
connection w1th t he hurricane t han to wait until Congre•e 
is here in January and then declare it . 

Mr. Williame: Harry has asked us to get up a 
letter t or t he President's e1gnature on t he whole th1ng 
and I understood it was h1s i ntention t o talk to the 
President th1e week and we have Grafted the letter up tor 
hiiD, but I th1nk what would be the beet thi~ 1e tor you 
to sit down with Harry. 

HK,Jr: I have all the tilDe i n the world. Any 
time between now and Friday forenoon that he want• I &ID 
available. 

L!r, W1ll1ame: And talk this out . 

HK,Jr: I am available. You tell him I &ID avail­
able , ~ust the way I tol d Harrington. And-- as always. 
And i t a much better to keep Bell and me poeted so that 
this thing does not come ae a great shook and we under­
stand it . 

Kr. 
our story, 

11'1ll1amp: 
have we 

We have never been loath to tell 

HK.Jr: No. tBu.tWH1i:~•i a nry encouraging one. 

Mr. Bell: No, I shoul d think not. 

HK.Jr: Not after the meeting we had with .th• 
President yesterday on the whole outlook. on the deficit, 
and in t he atory we didn' t include anything like th1e. 

Kr. Bell: No. 

llr. W1111ame: What you are going to do, if you 
are going to cut th1a thi ng 5 or 6 or 700 ,000 people a 
month you are going to repeat the experience we had 
in 1936-1937 when we dropped t he bottom out of the whol e· 
purohae1 ~ power. 

Mr. Bell: I suppose there could b e a difference 
of opinion on that. 

' 
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Mr. Williams: There wae then. 

HM ,Jr: Who took the initiative on that? 

Mr. Williams : As you remember, I don ' t want to 
bring up d ead ghosts , I begged the Preeident not to put 
in that amount of money i n 19~7. I told him it would 
wreck us and I begged him to maintain the figure up i n 
hie etudy that morning. He saw later. It was too 
late. The damage had been done. No doubt i n m1 mind 
at all that the droppi ng of those million people and 
leaving them w1 th nothing to eat and no purchae1ng 
power wae immediately reeponeible for part of our trouble 
in 19~7 and I think most everybody agreee to it now. 

Suppose I tell Harry that we talked a little 
about t his and that you would like to talk to hi.m. 

HM ,Jr: That goes for you too, Bell, doesn' t it? 

Mr. Bell: Yea. I think that ' s fine. 

HM;Jrl " This is t he firat time-- and this thing 
ot facing an additional request tor anot her $900,000,000! 

Wr. Williams: I am not giving this to you ae an 
offi cial document . 

HI,Jr: Oh, no! No! No! 

Mr. Williams: I am juet eaying 1f you cut the 
rolla thie 1111ch - - and ae a matter of :!'act, I would 
rather let Harry bring you what he wants to bring you, 
beoauee he might not take this position. Taking that 
as my estimate of the mini mum figure of what you could 
get along on and what would happen if you didn't. That 
isn't hie figure . 

HM ,Jr: I get you. Th1e is juet for roy desk, 
that's all. As to what caused the 19~6 and 19~7 de­
pression, it 1s a long story. 

Xr. Williams: Yea , it i e. And there ie no one 
answer. 1 know that. But we arego1ng to be immediately 
under the eame kind of onslaught to tire tbeee people 
wholeaale and what they are going to do or where they 
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are going to work - - take the 3t or 5 million oeople 
who lost their Jobs last year. We have not put 
anywhere near as many as that number -- we probably 
put l million or t million. 

Hll.Jr: Let ' s look ahead. What are we going 
to do t o r t he next two or three years? 

Wr. ~illiams: I • ill tell you what I think you 
ought to do. I think you ought to develop a program 
ot gradually tapering ott t his expenditure coupled with 
all t he other expenditures of thia character or the 
0017erncent, so 1r you reach a peak the middle or March 
of a ce~tain figure, Government deficit flgure, that 
you gradual~y over, eay, a period or 24 months , you 
bri ns t hat down to, say , zero, but that you don't allow 
the thi~ to be chopped right down as ooourred before. 
Now her~ s t he t hing I see all the time. This i s t he 
moot significant damn chart. It tells the story. 
Here 's your Government expenditure. Here's your in­
duotrial production. Just get the parallel of that 
thing . Get what happens 'l It this expenditure up 
t o , eay, 400,000,000, it it is out down like this, 
then private capi tal could be folded in and sustained. 
What we do is out right down like that and then the 
bottom f al ls down. 

Wr+ Bell: or course, that ' s the soldiers' bonus 
t here. aklng out the bonus outs expenditures. 

Wr. Roes: 

Wr. Bell: 

Mr. Rose: 
net con tri~ution . 
taxes and halt to 

The bonus i s Just this little peak. 

That's what I BAY• 

And what t he trouble is, this is t he 
Halt of it is due to increase in 

decrease in exoendituree. 

:41 

Wr. Bell: Net cash outgo; net cash contribution. 

Mr. R9ss: It seems to me t hat the really important 
t hi ng is that the net contribution should not be cut 
down until you can show private capital investment coming 
up equivalentlY • otherwise, you start out on a depression 
again. The danger is Federal expendi turee get reduced 
arbitrarilJ without relati ng t o what is happening to 
private capital expenditures. 

HW.Jr: we will 8 pend 9 bi llions this fiscal year 
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and it looks as though ws will spend another 9 billions 
the next fis cal year. 

Wr. Bell: We have to be damned prosperous next 
year it you do. 

Mr. Jilliama: I! you sustain anything like -­
you could even come down gradually, but if you maintain 
t he eame rate you undoubtedly would, according to people 
Dean Ruml, you would go up to a 78 or 80 billion dollar 
i ncome. 

Mr. Bell: It that theory ie correct, then why 
don' t we spend •• •• • 

HM ,Jr: Who ' s they? 

Mr. Wi~1ams: People 111te Ruml. They say your 
expenditurea ve a direct relationship-- and it1 s so 
easily proven -- to your national income and ot couree 
they go right back to 1932 and parallel it right on up 
and it ' a a damn convincing story, 

HM,Jr: I would like to eee some or Ruml' a work, 
I would like to see it in writing. 

Mr. Jilliams: Would you? 

HM,Jr: Yea, I would. RuCil wae over here the 
other day, be and Merriam, and ••• 

Mr. W1l11ama: He wrote a piece the other daY and 
I will get a copy and aend it to you. 

Mr. Bell: Harry Jhite had aoillething t his morning 
that Ruml had on the Budget. 

HM,Jr: Jhite eaid 'Do you want to see something 
that Rulill has wr1 tten. It wae a fitth carbon and I 
asked to have it retyped. 

Kr. Williams: We get a lot of stuff on this. 

HM .Jr: Is Henderson still doing worlt for you? 

Mr Willi•••: Ho, hB hae atopped. He's over 
in MonopoiJ, but he' • in our ahop all the ti ... 

• 
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Hll.Jr: But everything you have, I oould get 
from him on economics? 

Mr. W1111ams: Very llllOh. 

HM.Jr: I want to get t he - - I would rather do 
business with Henderson. 

Mr. Williams: I know Harry would 1~ approve 
ot Henderson talking to you. 

l:llo!,Jr: I would rather talk t o h1m than those 
other boys . 

"r. lf1111ams: I think Ruml has got some real 
He's up there with that big stutt. I find him very 
teresting. I think he has t his thi ng figured out . 
would give his shirt to spend a couple of hours with 

HU,Jr: It ' s not worth that. 

Mr. Williams: He wears good shirts. 

eturt. 
in­He 
you. 

HU,Jr: So I noticed. 
at Llaoy 1 a. 

I don't think he gets them 

You tell Harry that any time he can spare the time, 
Ur. Bell and I will welcome him w~h open arms. 

How is he feeling? 

Wr. Williams : Feeling all right. 

IDA ,Jr: Grand! 

oOo-oOo 

• 
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1'/CJ\KS PROGRESS AD:.IINISTRATION 

H~trry Hopkins 
Adminietretor 

Walker-Johnson Building 
173~ New York Avenue NW. 

Washington, D.C. 

O~tober S, l93S 

Ur. Hugh V. Keiser 
President, Board or Directors 
~Rshington Self- Help Exchange, Inc. 
2529 Pennsylvania Avenue, W~ 
Washi ngton, D. C. 

Oe11r Mr. Keiser: 

c 
0 

244 p 
y 

By letter dated September 15, 193S, you were advised 
thnt t he matter of making funds available to t he 'Nashington 
Oelf-Help Exchange, pur suant to the Board of Directors' ap­
plication for a grant of $100 ,000. 00, hlld been referred to 
the General Accounting Office . 

You are now advised that the matter of the availabili t y 
o~ runds has been cleared with the General Accounting Office 
and that funds will be made available as soon as this Admin­
istrati on can complete arrangeoente aa~iafactory to the 
Treasury Department as to the procedure to be followed in 
cont rolling and account i ng for expenditures. 

Si ncerely yours, 

AUBREY WILLIAMS 
Deputy Administrator 
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October 10, 193g 

My dear l.!re. Llorgentho.u: 

Attached is a copy ot the letter from 
Mr. Aubrey Williams, stating t~~t our grant 
is being held pending approval by the Treasury 
ot regulations ror its expenditure. 

It is clear now t hat Ur. Williams and 
Uiee Cronin wish to establish a rigid system 
ot procedures which will make it d1r!1cu1t 
ror a selr-help exchange to operate. It 
seemed possible that WPA might get routine 
approval or procedures by the Treasury, ror 
matters concerning rinancing only, in a form 
which would make the whole aet or restrictions 
appear to be required by t he Treasury. That 
hae been done berore. 

I called Mr. Keene in the Budget Bureau, 
end Mr. Bartelt in the Division or Accounts 
and Deposits , and asked them to read the pro­
cedures berore any Treasury approval was given. 
They have 1 r lagged1 the project in their organ­
i r.atione , and directed that it be sent to them. 
This should bar the chance ot routine approval 
or any important procedure requirements. 

Very sincerely yours, 

~~ 
Edna Lon1gan .(" 

Mrs. Henry Morgenthau, J r . 
2211 - 30th Street, N. W. 
Washington, D. C. 
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BIIJr: 
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BliJr: 

Bello. 

ltr . Moffett. 

Thank you . 

Go ahead. 

Bello . 

Tuesday 
October 11, 1938 
11: 48 a . m. 

Good morning, ltr . Secret ary . 

How are you, Jimmf? 
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Say ab - I had them a ll up here to lunch yesterday -

Good! 

And ah - we put the proposition up to all the 
motor companies . 

Yeah. 

Ford, General Motors and International and Chrysler;­
! overlooked one, t he White Motor Company, but I ' m 
getting them into the pi cture so t here'll be no 
squawk. -

Good . 

And t omorrow being a hol i day so ah - I am going 
t o give another luncheon and have the final thing 
on Friday . 

I see. 

Ah - we have to get some cables ot t t o get further 
information and that - ah - sui ted your Chinese 
friends on Fri day better than Thursday . 

Good! 

So I hope by the first ot week that we' ll have 
in your band ah - what we think. 

Swell! 
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And I've asked t hem all t o cut the pri ce to 
the bone - that you didn ' t want them to make 
any profi ts 1f poss i ble. 

Ah - how did the motor companies act? 

Th'ey acted fine , very cooperative and all 
wanted to pitch in and help. 

And the,r 1 ve got - they've got the ah - the 
pr oduction - I mean they can - they can deliver? 

Yes . Surely. 

What? 

Sure, they can all deliver. 

Fine. 

So that they ' re just working out the ~pe 
we'll need a litt le extr a stronger rear axles 
and tropi c r adiators and a lot of those odds, 
but they're in normal st ock. 

~~at kind of radiators? 

They need an oversized radiator, what t hey call 
a tropic r adiator. 

I see. But that doesn ' t 

They won • t boll going over t hose mountains you 
!mow. 

I see. And do they need an extra low gear or not? 

Ah - yes. They need a five gear ; I can - I have 
a cabl e here from Hong Kong 

Yes . 

- that not more than two 
than two and a half tons -

Yes . 

- not more 

- equi pped with the standard back axle -
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Yes. 

- dual steel back wheels for high pressure over­
s ize heavy duty tires -

I see. 

- heavy frame 

Yes . 

- reinforced springs - five speed gear box, l ow 
gear for mounta in use -

Yes . 

And an overs ize tropic r adiator . 

I see. 

So they're all working on it and I- we've 
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given them word so they ' ve been calling ' 
this and that . 

Fine. 

And I think we ' ll have o good pict ure f o r you. 

Fine! Vlell. thank you so much. 

Thank you. I hope you're well. 

I ' m fine. Goodbye. 

Everything is pretty quiet around here. 

I see. 

The oil people are all squawking e little bit 
because they cut the price of crude oil. 

Yeeh. 

V/hich I think was un.fortunate • 

Yeeh. 

Well, all right then. 
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HliJr: Thank you, J1~~~~~r . 

1.1 : Goodby e . 

HUJr : Goodbye. 
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... 

October 11 , 1938 

l.:r . Morgenthau had as luncheon guests Mr . Eccles, 

r . Hanes , Mr . Taylor and Mr. Upham. 

The Secretary told Mr . Eccles thst Frederic A. 

Delano, Chairman or t he Natural Resources Commi t tee, 

had ment i oned t o him upon· two or t hree occasions the 

possibility of the appoin'tll)e nt of a f i scal committee 

.. :th representatives from t he llat ural Resources Commit-

tee a nd t he Federal Reserve Board t o advise with the 

Secr3ta ry o f the Treasury and t he Director of the Budget 

on budget matters. Mr. Morgen thau said that he had talked 

t he matter over with the Pres ident a nd he was going to 
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ask Mr. Eccles and one representative of t he Natural Re­

sources Commit tee to s it 1n with him and t he Director of .,/ 

the Budget e nd make any s uggestions t hat t hey wish ed . He 

described it as not a permanent arrangement but,using the 

President's figur e , a one-season basebal l pass which c ou l d 

be •withdrawn at the end of the season . Mr . !4orgenthau said 

t hat he was more than glad t o have any helpful suggestions 

lOr dealing with the budget situ.ation . Mr . Eccles said 

tha t he would be glad to c ontribute his bit and added that 
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n is posit ion is wel l known and the. t hia interest is from 

t ne angle of Government compensatory spending to replace 

prlvote spending . 

r:r . Morgenthau said the.t he learned i n a conference 

·•lth Aubrey Williams t his morning that at the present rate 

of spending, the 17PA will be out o f money by February lst 

And will have spent by that time approximate l y vl SO million 

moro than had been authorized by Congr ess. He sai d tho 

s ituat i on was being called to t he attenti on of t he Presi­

dent by Harry Hopkins, thus making it unnecessar y for him 

to advise the President . 

k r . Morgenthau asked Mr . Eccles if he had any need 

for a meetlng of the Open Marke t Committee in connection 

ttith the f inane 1ng that is to be done for the RFC Jlovember 

lst, and ~r . Eccles thought not, that there could be 1n­

lorc~l conferences on that. 

l.r . Morgenthau asked if the Federal Reserve had been 

kep t infor med on the situation with respec t t o the Anglo 

California .Nat 1onal Bank, and Mr . Upham told Mr. Eccles 

t hat a committee of three directors had been appointed to 

take up the matter of making adjustments desired by the 
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comptroller •s Office. Re also told L!r. Eccles that a 

committee of nine xnembers had been a ppointed by the Bank 

of America Board . Mr . Eccles commented that t he Fleisb­

hackers bad been engaged in crooked banking for t wenty 

ye~rs and had built up their personal funds by side deab 

t hrough wh ich they profited at the expense of t he bank . 

f.e : a i d that what was needed was o man of good busL'less 

ex?or ience to take charge of the bank nnd work out the 

bad s ituations and realize as much a e possible on the 

90or assets that are there . Re t hought that preferable 

to tak ing out the asse t s for separate admin i strat i on • 

. 1th respec t to t he Bank of America, he said that 

··lx: n he was in san Francisco recently, he h ad a talk with 

Giannini and advised him that what t h ey ought to do is 

t;ot t ogether with the Comptroller's Off ice and do the 

t h ings that are necessary to put the bank in proper shape. 

l.o su nnised that the committee that has been appointed 

•ou1d be wanting to negotiate with t he Comptroller 's Office 

and t h ought tba t ¥tould ba ve a d eairnble result . Mr . Upham 

to l d him thAt of course the Office of t he Comptro ller was 

going right ahead with the preparation of its case for 

nc t ion under Section :SO of the Banking Act of 1933 . 

Regraded Uclassified



- <l -

r:.r . Eccles said that in the event it reached that stag e, 

t hey would deputize someone to conduct a fact-finding 

he~ring in San Francisco . 

At Mr . Morgenthau •s request , Mr. Opham explained to 

Mr. Sc c l es that t h e Offi ce of the Comp troller is reestab­

lishing 1n Ri chmond. the oft' ice of Ch ief llat ional Bank 

l>xaml.'ler for the Fifth Federal Reserve District. Mr . 

eccles s eemed to think that a good idea. 

Mr. Morgentbau and ~r. Eccle s engaged in same dis­

cuss ion of the farm program, Mr . Morgent hau being of the 

opinion that 1t made t he r elief and budget situat i on very 

diff icu lt to haye a crop reduction p rogram uDder way • 

•• r . Mor g enthau pointed out for instance that the current 

relief load 1a heavier t han anticipated because many more 

ag r i cultural workers are being c a rried t han ever before. 

The reduced acreage program in the South, particularly, 

h as th rown many farm workers out of empl oyment . The 

Agricultural Departme nt program has also resulted in lower 

exports for wheat and cotton, further intensifying the 

diffic ulties. Mr. Eccles commented t.hat of course an 

acreag e program was ineffective because better farming on 

fewer a cres resulted and produced as lar ge or larger crops • 
• 

In his opinion whet must be controlled is the total quantity 

produced. 

ooOoo 
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P.S . Following Mr. Eccles• comments about the Fleish-

hncllsrs being engaged 1n crooked prsoticea for twenty 

years , Mr . Taylor remarked "Then you think they are out 

borrowed time now?" To which Mr. Eccle s replied tha t 

d.ef1n1tely thought s o . 

Upm 

2SG 

• 
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Secretary Ickes is out or the city until 
November first . 

Well, ah - give me Yr . Burlew . 

All right. 

Yes . 

Row are you? 

All r ight . 

I'm 0 . K. 
this garage 
Treasury 

Yes. 

I hope you are. 

Ah - Burlew, I 1m calling up about 
that I was trying to get under the 

And McReynolds t ells me that ah -
it was passed, as I understand it, by Mr. Ickes 
but maybe the ~bite Bouse didn ' t l ike it - some­
thing like that? 

Well now, (Laughs) you know, (Laughs) -

Not to quote you, but just -

lio . I know. Well, that's pretty much what I 
gave him to understand, yes. 

Yeah, ror 1111 guidance. 

Yes, that 's right . I told hi m we'd get something 
very - he - he judged that was it and that ' s a 
correct ah -

Well, ah -

- interpretation or it. 

You don't know what the Pr esident ' s objection was? 

No, I don't. But t he Secretary told .e that he 
had put it up to hbt. 
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Yeah. Well -

And now, we ' ve done a lot of plugging on t he 
thing here. 
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Yeah. I wonder - just how I could - well, I'll -
I don't need any papers to show the President, do I? 

No. Oh, no. 

But you ' ve got it, haven ' t you? And you've still 
got the money? 

No - well , no - we ' ve got - Oh, yes, yes - ah -
unless it has been rescinded since then and I don ' t 
think i t has; i t was old money you know. 

Well I'll try to get the President t o see _it , 

Yeah - you . .,on 1 t need nnything - I'm sure he -
I mean ~ papers because I'm sure he 111 r ecall 
it; the Secretary talked t o him about it. 

All right . Thank you. 

All right, sir, you' re quite welcome. 

Goodbye. 

Goodbye. 

Regraded Uclassified



( 

, 1U: N> -
R- PRil?OSED LET.ER TO TilE PRESIDENT 
ull ~OR!-.IGN POLICY 

~ ~ -::h ,...)_. 259 
CJ-. t/,b'~· 
Oct ober 11, 1938. 
J : OO p.m. 

J>rcuent : 

H • .I . Jr: 

>o nite : 

H • •• Jr: 

;/hite: 

d . ' . Jr : 

J _ i,Jilt nt : 

n . • Jr: 

u. • Jr: 

\Jlio>m.nt : 

H • • I. Jr : 

Oliphant: 

Mr . Oliphant 
Mrll Klotz 
.~r . White 
Jr . Gas t on 

Tne first thing I ~~nt to t alk. ebout is the ~uestion 
of uU'Dpi~ on the pt.rt of Germany . f.nd in reading 
what yoJ (,.nlte) gave ct.. v~:ry nastily, I couldn' t see 
tnLt the next nove was up to the President . And t ha t's 
wnPt I want ed to aiscuss . 

I nEve not read the ~atthew Woll corr espondence . I'm 
not h u1lh.1· witn it. 

Tha t ' s something else . 

What? 

Thut •s something else . 

But as I remember i t, you made a statement - I may be 
wrong - that the next move was up to the Presi dent and 
had been so, and in rending the thing just very hastily, 
I did not get that i mpr ession . Maybe I ' m wrong . 

'lnere ' s two matters pending . 

All r ight. 

One is the thing we took over to the President end 
ne saia, •Well , I ' ll put it in the miadle drawer.• 

hhat •s tnat? 

ThDt ' s tne possible increase of 50 percent on the 
duties . 

Yes . 

That ' s unaer h1s power to increase by 50 percent the 
duties wnen ne finds as a feet t hat ecy foreign country 
uiscriminates against the commerce of the United States . 
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Yes . 

Now, ue has already found t na t r.s a f act - I don • t . 
• mo .• , 11 or 13 times or something, wnen he r efused to 
give Germany t he benefit of the various trade agreement 
r a t es as euch one of th!:se tnde agreements came around . 
So tha t under present conditions it would be competent 
for the President t o d et er mine tha t it is in t he public 
int erest, in vie.v of the elr euoy ascertained f uct , t o 
im,Jose the adoitionel duties pr ovided in Section JJ8 of 
tne tariff . 

All r ight; . ·.1ey snoul1 he oo it? '/.'by should ne do it? 
I mean I 1 c going t o t~~e -·I meun •ny s hould t he 
?~esident increase Lny dut t es anywhere where our grea t 
proble~ i s t o someno~ or other increase t he import of 
truce , unless Re NLnt to take all t he gold in the world. 
I f .ve • re no t - toe only, ~<ay I know t.o take less gold 
wouln be to taKe mor~ goods or s ervices . 

I tnink the only answer to tha t is a possi ble a istioc­
t i on . ... 

Possible wh& t? 

•• .• aistinction between trude f r om J apan and Germany 
on the one nli!lO and trade "ith the r est of the world on 
t.1e other nand . 

:.ell, I still - I me~c. n ltt> ving out any likes or dislikes 
f or t he present Ger~n r egime - I mean wha t argument 
huve I got t o go t o t he Presi dent ano say, "You should 
incr ease all duties on Oer~an goods by 50 per cent•? 
'l!Ult•s wnat I c an ' t- I don't get it. I mean you can 
say the next move is up to the President, but - t nd so 
A'hy? 

•I ell, the law s pecifically stilted that when he deems 1 t 
in the public interes t to do so, he should impose t his 
'duty. Now, a pparently t ile) felt tha t ther e were occa­
s i ons in which lt might be ln the publ ic interest to do 
so since the f acts ore ascert nined . Now you are r 6is1ng 
th~ ~uestion, is it in the public interest to impose the 
outy? If you t ake the position tba t t he more we import 
1r oa Germany the more we export t o Germany, wnich is a 
reesormble ..• ·• 

I s aid from 11 .. orlo .. .. 
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.Tel l , if you t r.ke it from the world , the c~<se is not 
su clear , becaus~ l t is not a t all clear tha t if you 
import mo r e f r om Germa ny you will sell more to tbe 
world , bec~.use the Germt•n si tm.tion is peculiar •..• 
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l:.xcuse tne ag&in . I ' m tdklng cbout - I •m t a lking about 
loo.<ing at our pic ture o f i .nports a no exports . I neon 
to tt.lk sbout r :1is1ne »ur t t r if.fs a t this time to any 
country - I gre~: tly c.,ues tlon 1t . 

Unless tnere ure special re6sons f or it . 

es . Noa, wny is it in the public interest to Jo lt -
tn::t •s wnat ! 101 1 siting - to co it in the c~·se of 
~er!!or..y? 

'lhe only ret.son would be entirel y in the r etlm of the 
broader consiaer~oo tio ns , .vnlch you might well "ish to 
s&t ~o-side . 1he uroment you s ay - if we don ' t wisn to 
uo a nything agttins t Ger many as ciistinct from the r est , 
of the worla , t nen t t itintt yo u h~ ve to c ontinue the 
pr;oc tice . 1'h(l t 1 s vtby Ol:! d lun 1 t .... 

• lo , n~ , no , ;rou u.:> n 1 t - you •r e no t - y ou ' r e e vading 
my <, Ues tion . I wt.nt y ou t o argue ,;ith me rtny is it 
in t ne public int ere.; t for th" Pr esi oent t o inc r ease 
~Lriffs by 5.J percent in ~be c cse o f Germ::.ny? 

Se~L~se tney • r~ ~i~~ri~!nLting LgLi ns t our tr&de Lnd 
;>oss~bly by tne i:ll,>osi tlon of th< t llOditioru. l duty 
tney - it oa,y oel; t:1ec. to a band·~n thn t practice and 
t n&rcby in the l one run in:r~use our trude . i hnt •s 
tne r e"son .• h;; tbe lL • wt.s imposed . 

!lO<Ilet • s ge t i t out in tne op.m . 

dr rry, oe can ' t get tnc - GO t o ~he country on a 
s t u t emeot like tllo.t . 

1'hat •s why it 11os ,>ut in the l aw. 

But you' r e fencin6 1'11 th me . 

r don ' t meun to . 

But you a r e . 
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Supposing I come in here t omorr?w - I ' 11 get 
in t he open - I come in here tomorrow with L 
li~e this that ' s lpplicLblo t o Japan. 

Wh11 t ? 

262 

it out 
paper 

Supposing I come in here toraorrow .vith a paper like 
this applying to Japan a nd s~ylng the President bas 
authori ty ana has Llready proclaimed it a number or 
times . 

In the case of Japan . 

In the case of Japan. AsK me why to do it . Because 
it would be aecis!ve in tno wcr of China against 
Jup~cn . And I would do it in the case of Germal\}' 
bccuuse it might very Nell be decisive in th~; str uzgle 
between that ~risly t hing in Furope 1nd t he sort of 
inst.1 tutions ~·e ltnov1 &bout . 

If you ' r e going to put it on th6t btsls ••.. 

!leruember, tna t• s the b~:.sis ) OU yut it to the Pr esident 
on, b ecetuse on every other bl sis h& has not deeued 1t 
suffici ent to do other tn~>n to deny t ncm t he pr1 vilcge 
of sharing in th~; mos t-f~vored-notion privilege . He 
has not seen fit to ayp!y this udditiom:l 50 perc~:nt 
auty 1 even though he ht.s th~ ,..o.; t r to do so . 

It 1 s E 17f.ste of mY tilDe to walK 1 ct·oss the street to 
t ell the President ~f the uni te~ States to do t his in 
tho c&se of Ger~cny or JLpLn b~c~use ~e don ' t like 
thdir type of &overnm~nt . NoN if th&t 1 s the only 
Lrguoent you got •••. 

Tru t plus the other urgUJa~nt , wnicn is tae ~~orgument 
f o1· the re~oson incor poru tea in the law . fllry w&s the 
l a ,·. pr;ssed in the first pluco? It I•&S passed in or der 
t.> give the Pr esioent e. l'le&pon vli th which t o bring 
pressure against those countries that were di scriUlinot­
ing against .~<meric~n traoe, nnu tne law says t hat when 
y.>u finti 1t in tne interests of the commWlity to do 
so, Lnd wnen you flnd it os a f oc t th&t t hey are dis­
cr1mihbt1ng against you, tnon you can yUt a 50 percent 
Juty on or even prohibit tneir trade . Now why did t hey 
sEy tnat? Because tney aidn ' t ob ject to an increuse in 
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tnoe, but tney diu fe!ll tnf t if he tu.d a weapon 
of tna• Aino oe mi~ht b~ su~cessful in subse1uently 
incr easing our tr11Ue by i' or cing them to ab~ndon , 
tnose pn c tices . Now if you s1 y there never is s uch 
u cc.se ••.• 

I diun • t sr.y 

.• . y ou ' r e -.uestionlng tnll luv . 

llo , n:> , I •a: ::1erely s G;;inc - n:> , I 1m begging you people 
t o give me a lin" of ar6~C~t, <nd so r~r •••• 

ne ll, tnis is toe line .. , . 
.. . so r~r you mve-n• t giv~n me tJ'I,)· tning . 

I wen t tog et b.:.ck •.. . 

You ncven ' t given me unythlng - I reed your memor nndum 
~.onu I 1 v., got no thin~ to go a c r oss the street Lad sell ' 
it to nim . Th&. t 1 s IIO!J t I 11cnt . I go over ~nJ s ay , 
":.lr . President, I t hink the Japhnese :nethocl of .vorf!ll'e 
Ln" the ir conductsncl their gover nmen t a re t he mos t 
outrage·:>Us thing in nistory, 1. 0d here you' ve got tn 
excuse . " He s~ys , 11All rieht, go ov er end see lSr . 
riull. 11 .Jr . Bull SI>J-S, "It' s unneutrul , I Non•t do it . " 
lht:t•e I r.m. ~ :netn it' s just .... 

'I:-ue . 

: lllCtr: it ' s a .nst" ol' enereY · I •v., b.!en r.ll- I W~e&n 
..tnless ; :>u ;>eople ... •ih6 t r h! J aoped you ' d s ay , 
"h~' t I ' ::1 b eggins you to stY, is thE t it 1 s illegal for 
the Presiaent not t o uc t . Se~:? llow if it 1 s Just e 
~uestion or j uagment , or mina , I C£n ' t eet &r.yvnere. 
d ut if you s &y t o me tnLt us SccretLry of the 'Ir easur y 
tt1e lew ai r ects me - if Germuny or J tlp!ln Jo so ,. nd so, 
tne burden 1s on the Presiaent to &c t , then I •ve got 
something to work wi th . out if it ' s a questi on of j us t -
•e aon ' t - ,,·e don ' t t111nt to see these two countries 
c ontinue t o grow, r •ve got nothing . 

Let me try ma r ching up that from a different side . 
NoR s uppose y ou ba~ u s t Ltute like this , tnat says 
th&t "nenever tne Pr esident shel l fina it is in the 
public interest to do so, tn~n he snall a dvance a 

• 
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~reuit or a hunur ed million aollars t o China . r.ould 
tn~re be any d oubt ~bout our advanci ng t he credit? 

.lna t •s tb~t got Lo do with lt? 

o~ell , that ' s <~hat this i s on the other s i de : if 11e • r e 
interested in no t naving Lo bulld ~ P<>cific fleet &nd 
t.ll the rest or it . ' 

" r. .lt e minute . Le t ' s get down t o - what I ' m finolng 
out is that - is t hat t here is no m~noate from Congress . 
Tne President bes tne pr i vl lege •••• 

Th6t 1 s r ight. 

ri~ nus the yr l vilege of dolne so . 

•ht•t •s defini t ely so - olhen he deems i t in t he public 
inter est . 

~ es , but i t isn' t - t o use the ext.mple : if I r efuse t o • 
buy silver tomor row, I would be breaking the spirit of 
the Silver Purchuse Act . 

Or if you r efuse to p~t u count ervailing duty Nher e D 
case of subsidy w&s found . Tha t ' s mandatory . This is 
not. 

uell , tha t ' s 7/hat I W!<S t rying to - t hat ' s whE.t I 
t hought . 

\es, but reme~ber, when y~u •~nt over wi t h tr~s docu­
c ent to the Presi dent, it NbS sometning else . 

,lor. lis ten - &nd that wt.s before t he President made 
nls s t.r. tement at By de P~ rk, in 1111lch he infer red that 
.1e .• eren •t interestLa in doing t.nything about Europe . 
I me~n ever ything· W!>S leuoir,e up - everything he ll sked 
us t o do w~s t o check the Germa n empire and everything 
he ll sked us t o do w ~os t o give nim weapons , wi1ioh we 
diu . Then suodenly he makes this s t a tement a week or 
t wo ago at E!yde Park - I can 't - giving the world to 
l!now thll t as f er as the United St a t es is concerned, it ' s 
nands off. Now we 've been all over that , and Czechoslo­
vakia is gone, and f or me to walk over t here now wi th 
not only the horse gone but t he barn gone ••••• 
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I dian ' t. <m olY you wero contemplating t ha t • 

Tnis t hing has been .. r o und here noiY - I get these 
dfffereht memort~nda , &nd wha t I m•nted t o - wha t I 
wanted t o s a tisfy myself was , first, E s Secr~< t~ ry 
of the Treasury, is tha r tl a ny mt· nda te on me t o oct 
und~r cert&ill conditions , ot• is t na r e any tnendute 
on toe Presi aent t o act und~r certain conditions, see? 
One thing is to ha ve tnc pr ! v&te, c~u toe o ther t hing 
is £ manae t e of Con;; ress tna t he •shall" - just the 
oifft<rence o f the i? w•cnase Act, wher .. ••e s a i d •you 
my buy• or "you ~>re airected to buy . n 1\ow wha t we 
got is "you ~>re d irected to buy . • 

Tnere ' s c:notne:r 

I tnir~ there ' s an implieo monu&te on you. 

J.ll right . 

Th~re ' s another line .•• 

I •m b egt; ing f or i t if y ou ' ll !live it to me . 

I ' ll t e!l you what I thi~ it is . I t h i nk it is y our 
auty &s o fficer in cnar~,e or the enforcement o f t he 
Ttriff Ac t fully to a~prt~e the Presi dent that under 
these circumstwnces be is 11uthorized t o ac t and th~ t 
t nese are t h e re~sons for his acting . 

\ 

There ' s another line - t here ' s ~nother line t ha t ' s 
:n&ndc.tory, &ru it aepenus on the Ju.dgce:nt.. 1 s t o whc. t 
Lre the f ac t s in the cusa, Ln.:> the ftcts ar e rctber 
aifficult , a na tn!.t ' s th{t t hing br ought up by Ur . 
:.'.:>11; .. ner e you find tilt t &n effect! ve - in eff~ct a 
s ubsidy is being p&ia, you have to &yply the counter­
va iling d uty. Now our peopl e h~ve said thut in these 
indir ect ba rter trt.nstoctlons ther e is no subsidy, but 
othe r s t hi~ t h er e l s , toad you ca n make e pretty good 
case for the a t a t ement t hat t her e is a subsidy being 
p~ id in these indirect ba rter tr£nsact1ons • . st~ ndard 
Oil sells petrolewn in Oer meny und t hey get a price f or 
it wbicn i s substant i ally a bove - tbe price that they 
get a t Bremer bLven i s & pric e the t is subst antially 
bbove the price t hey get ~> t /,n t wer p . They get t ha t 
peid t o tnem in blocked ~rks which t aey c an use for 
buying Ger man goods . A gooo c ese cen be m~de for the 
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nssertion that that price t hat ' s paid to them _ 
that extra price for petroleum is in effect a German 
export subsidy, although we have chosen to take the 
other side and sa7 it isn•t . 

That's very true, but it ' s got nothing to do With 
what we •re discussing. 

That's quite a different tbing. 

That ' s a different thing. 

Tnat •s wholly different, but I say here ' s a line of 
action whlcn •••• 

I mer.n I' 11 come t o t bat a t the end . I want to t ake 
up the Matthew Woll thing ot the end. But what I'm 
doing is perfectly obvious. I'm trying to see, is 
there any good reason other than that you •••• 

Political, sentimental. 

IVhy you thought of the word sentimental •.•• - emo­
tional .. ... 

No. Highest considera tions of statesmanship . Now, 
I mean that . 

(Laughs) 

I mean that . We•re pr oposing - let me say that we•re 
going to - we're proposing - we ' re working on a docu­
ment the purpose of which is to state in terms of 
really high considera tions of sta tesmanship wny we 
should advance a credit t o China . r1e• re proposing to 
do tha t, aren't we? Now on that the statute is silent. 
Here you have a statute which speaks and speaks to a 
situation which the President has himself already found 
as a matter of fact to exist; on thirteen different 
occasions he bas publicly proclaimed that Germany is 
discriminating against our commerce. Now that situation 
exists, and where the statute specifically authorizes 
him to act 1n the public good in that situation there 
is much g re8 ter reason for doing 1 t than for ~~archinc 
up to the proposition that we 1re goinc to have a credit 
advanced to China. It ' s Just a questi on of whether or 
uot we 1 re goin& t o t ake issue with this thine and 10 
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a own ..-1 tb our color s flying or .. ... 

.Vell, the answer is , H<ll'OIIn, thE t 11e d i dn • t . 

IJidn ' t wha t? 

'l:ht t " e didn ' t t tck e issue on this . 

I oec.n ""'e " are the Trecsury . 

·•hf t zood is the Tretsur)·? •'•e ' r e no t in foreisn 
t ffe irs . 

'-E0 1 t ..... 

: llh:l.n I 1 ve :mly got so much i nfluence .dth th"' 
?r~$lu~nt . I c~n onl~ influence nim on so mb ny 
tuines ; it ' s E very limited number o f th i nes . 
J.nu I go over r.na I kno.v jus t exec tly wha t would 
nt•ppen . He ' d se.y , 11 \'/hy , Hem·)·, Just don ' t be 

267 

::~i.Uy &bout this thin~; . 1'n is thing i s · · · " - he ' d 
21y , " I ca n ' t explain it t o the mbn on t he street ." 

I think you ' r e r ignt . 

Or ne 'd sey, •Go ove r ana get 1 r . Hull end Ur . Seyre 
t o q;ree to this , • o¥hen tney 1 r e unuoubtedly beginnlne 
t.ON to t hink of a truae treu t y 1.1th Ger l!lli n,y . Ll..let ••.• 

I tn:r~ the Secretcry is r l£nt. He won ' t ~et to first 
bt<se on i t . 

I ueree witn you a hunored ~ercent, but i t doesn ' t 
live me U\Ything to sell to the Pr esi dent or ll£cr ~ tHy 
!lull . 

You would not get t o firs t btse . 

In this r oom, I agr ee with you . 

You might get s ome,.here on J s p6n , bu t on Gerceny ) OU 
Noulan•t get t o f irst bose . 

!lL rry , .my di d I invite you :> eople in? I invited you 
in t o see i f ther e lsn ' t s o:neth1ng t o t his , t.opl!l[ 
tiu t you•a t ell 13e - th£ t lolr. Oliphant would Iring 
ou t a s t £ tute and say tbLt every dey I don ' t ao t n l s 
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I ' m b re~-<61ng t h e l~<w , o r I 1 m brtta.iting t he spirit 
.in wnich Coneress possed t his t hing , or there was 
s uch ~ nd s uch a deb11 t e •men this t hing was passed 
Nnich sai d so Gnd s o . But jus t t o go on a n emotionul 
S,lirl t Wil basis o ve r th .. re , 1 fter Nha t hus ha ppened ' 
t nd a f t e r t he two no t es tney sent, plus the Pr esident ' s 
i )' d t Pa rK s t atement - it ' s j ust - it ' s ju s t a 1•11s t e of 
~~ Lime ~>nd i t jus t - I lost my influence, beca use I 
llite t o go over •.•• 

I ' ... fr~>ld you • re r ight . 

. .... . ,n, t ? 

t ; r•n lr~ld you ' ra right . 

.. ~ ~a n t: Xou s ty you 1 r e not in fort~lgn arfoi r s . Thct ' s true .... 

'~ te : I .let n t.ne wbol e si tut. tio n ... 

•11 II Ill : •ua !;e~ r .; tary says he ' s no t tn f oreign uf fairs . l'h>t' s 
l.t• u&. ou t you &r o; t n" offloer , i t ha ppens, in c hu r ge 

t 

r t n" c.-.lrn i ni s trati on of lhe t r ri f f bw. That ' s ve r y 
mu ·11 y uur business . 

•• ''" t .... • r ., t<L ing abou t - v;m t lr . dull pless"s to 
: 11 tnt neutrt lity policy o f li•is .:ove rru:tent . Jnd 
:., ' .. La lmme:~iLtEly StY tn~> t t.lis flies in tne f a ce 

I tUl t .,IOli~y . 

-..r tn" neutn.li ty policy? lie itOuld ht.ve ,; dif f i cul t 
t1 iP su, .•ort ing tart position . out I tuiflJ{ the 

-t1 m tn: t ae ml e ht ~up;)art is tm t the intt r ests 
f u1' ~ c..>ur, try demt:nd t rlf. t e vttry c ffort be a;.ae to 

111"r• c J ul' tr&ae .d tn G~rwttny, I! no tcu: t t ni s would 
l~ · r •"d• our t r <de with ti~rmLny e nd the inte res t s of 
tile "J~.tlllry Lru uefinitt<ly oppostt<l to bf\Y decr 6t se of 
c ut· t r t u1. witn G., r many . I me1 n nc coul d t t ke thu t 
, as l l l:>n, 1.. 00 t nough I t hiM > stro~er c&se c ould 
I ""lb on t he o ther s1d e , I tnlnK you• re bucki ng too 
Juo:h , t t n i s p,;rticulur time • 

... o 1n ' t tu1nl< ••.• 

I. a. " •• t : I la_wc if you l e t tha t leak ou t to Congr ess - the 
f· ·t~ ::>n •n1ch t be Pr esi den t has on tnese lJ occlis i on s 
• r.Jda t:~~eu t nL t Gerl:l&l\Y is aiscrimillliting q;;.- ins t our 
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.;or.uu<.rce- - le t tha t lell o<: out t o .;on!"ress and 
vO!lj,rtS3 liill Slup tnc 5J porccnt OUty On , 

~'nt. t .voulu be 1 lltY Lo do 1 t . 

'1n1 t •s . •ossible . It 1.wy come from unother source . 

'lm t •s t.ll right . 

~<o .• r..t;: I just ,;o one li ttle .x .•lorttion - I ' m 
cuu.:t tin,o myself ~s I eo &!ons -! ln t.1ecase of 
J<p<n, :s tney tf~tc t ho t crrltort, tn.,ir ,.olicy 
m J b<. .. n t o co:..;lettly ex.;!uo~e I eriCb!l business 
. en . 

•• >t ~O.Jilh,te!y , J l' . Secr, t try . 

~1. , in Man choUAuo • 

2C9 

::h en J OU get do .. n t o c:t sea, .:e .mow for £ rac t thL t 
tht:lr.: .is " tr~:mendous !llllount of u i scriminfl tion . ·1o 
m.v~.o cler•nea -gone <11 turough tll the S t r t e Dept• r t­
.Jult l ll.es , ;;nu it boil.; IJown t o t b~tch of s t uf f thvt•s 
jus t ;lOin.; to b e ~n yo~r OCS.t in fifteen minu tes . SOml! 
c<.sell w~ulJ lll<~e 1 stt l:~ftctOI') gs lure case, t ut not 
Jlt n> . 'lnor<0 1 s a, !:v<JJ d~ll Jl ulscri:nim.otiJn, cc i'• ct.~ 
uis.;dm~ru. t.l ol1, but it ' ~ Vt::l'~ tl ifficult t o l(e t the 
t Vlue•Jce . but t.ne:r .. • ~ ~;:.ouin crse_ , I t ni!U t o s>y ... 

Ju;:,l.. lt.:t 1 .; ~:oSSUltt tn~::rto: is , or lttt ' s stry .:t; cc.n ~t.. t ­
~-=::n.l ~usto.:Js E ~tnts ;>V· r tn\.:rt. to t:et t:nougn . But 
~htt ! 1 ~ tni~ln~ 01 i s usttbllsnlnL ( preceoent . 
, nih. ''" n11ve 1Jt.t on tne~~ count,.rvuiline uutlcs, I 
<loll ' t .<no .. tnr· t tnt: Pro;siocnt in &ny c &se nas used 
Ln i:J 5v p .. rcent 1ncre113e of tHiff 1-t:Uinst &ny country . 

I non ' t lmo" o f " IIY instt.uce . 

1~ 1<<: 1- .. i'ully SU!'€ , l:h. r ry . ror Gosh Sb.<es , m;.,ka - lllll ke 
surtl . 

les . I never heLrJ of lt . 
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.uut :f .:e coula establish tne precedent in the c ase 
o!' J~<phn, t hen it would be that much eo.si er to do it 
in the o ther . 

'I'n~ t. • s possiblE • 

nnU if olt h & VCO 1 t got tul eviaence, let t S toke l dozen 
l...u:J turns ~bents r. nd senu t nem o ver there . 

'<h: t is, one., nr.vlnt. ..lt>.J~ th~ c~se in Japr.n , by virtut; 
:>f tn~o reali tl.::> of t tlt: ,Jvll. tl..:t l sitUE tion, in ~>nich 
toe <>?P:>Sl ti :>n .oul-.~ not b~ t:rct t - or.ce h' vir.£ cst~;b­
lisn.,c. tt1:: t ::s L preceacnt, c:>nsistency might dec,nd 
tht u::e aoction in the cr oC of Gt:.r::a.ny , ,;hich cit;ht 

•· iso:: fruw - de:l~cna of .;uicn r.u y aris.: fro::l <JOY nWiber 
->f sources . 

~nu tll y->u 1d aave t o do i s let it lehA uut taut the 
fr-ets a r e t.ae scme in t.he c tse of Geroony e nd let the 
pr essure be broueht to b etr on us to do it . 

FHcts ll r& mucn more ohvlous in Ct se of Germ .. ny . 

out if AE ha ven ' t got it, let ' s send e h&lf dozen or 
do-en Customs agents ov~r t.o - 11i1a t is it - wm t do 
)ou cLll the:: , Custom~ b~~nts? 

~us t;> ~s ~ .;o:nts . 

.1es . 

I t ,.E;.,.;Js to"'" .~e • r., not e;ivi!l(: Oh:>UJi.n Ne i gh t to tilis 
ft ..:t : tllr.t tnt ?resident nc s offict~lly, r epectedly, 

• 

r ublicly ,>rocl<.imed th~ t. t ney & re discr trn.inc. t1ng agains t 
o ur cor:unerce . 

And why dian 1 t he t oll:e thu t 50 percent - t ne pr i vile go 
of irn~osing the 50 percent duty on the fifteen sepur a te 
occ&si ons . Cleerly his t.nswor woul d be tha t - "Because 
1 don't oeern it in tne public interest, and I didn ' t 
ueem it in the public inte reo t . " 

Be..:&u se ->n none o f tnoso occcsions • ••. 

I ' 11 as>t you Ulothtr one. tlhy ;Han' t; he do it as a 
.J.e t e rrent ::a&n these ;lOOJJlO ,,er e t hinking of doing 
going to war , which is u ~uch more d ifficult one to 
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t ns.ver . 

Of ~;>urse , th<.t N!.S the lot;LC!•L tlme t o have <ione it . 

1es . I c e<J n tha t ' s liilHt .ve g;. ve t o nlm, and he had it. 

·•tll, I uis&,; re~o; tnu t till t .vas the t ogic& l time t o do 
Lt . If Lle .:til.i it tnen, it .. ts t ve r y :;ood r etson for 
.Jt;•.1n.; taut you ' n tryin.:: ~;., Ctt lnto tne Euro,>e&n l'tll r 
~itu•ti~n . If a., d i u 1t no:. , .>n the b•si s Jf these 
.) ~t~r ,.>Cil..::;; .;..ti '15 1 t,,., way it sits i n the •ublic 'Din• 
l3 1.<;:.: }o:m•r ., try int t ' . rotect :.~ericen co:.:ner ct . 

ue.a.l , the re 1 3 u:oth .,r "'-Y of · .... rOo\!hing tuis , !lr • 
~(;;rtt:.r;r , t nr t ..-oula l•e Ju~t ·;; effectivE. Tnis 
. • rt.a. \! .... u:.:· tn in._ oot-':ID 1 t h· v" to coa~; fro;;; t he 
•~t:.H.ry . >~ny c t. n 1 t it be- if t:tt r t 1 s so::te otn<:r 
~nt nnel t or; ., t t J tnt: J>r~.11 tent. on this , t o try it 
out , .• 1 t aout ta.t~ng toe n . yout· ~"lf . . • Le t 1 t come 
fr '·" pr i vr. t E in.:. u s try; 1e t l t come from - tne r e ~ re 
:. nU;ll.t.r of sourc"s frot.t • .. nJ.cn l t ct n be bt•ougnt t o 
tnt Pr csi aent ' s ~ tt~o;ntbn ul r uc tt:r - th<t fr e t .Jf 
;is-=ri.ml nn ti :>n . 

'iell, the T:. r iff Co.1.'1ission , 

lney m.igat ao it . I d on ' t .<no1. whc thl r tm;y would or not ; 
ttl~Y :Ji,.;ht . Eut c • rt,·inly it 1rould .:o::~e ;..ppr o;rit t t>ly 
.ro"J t :1e:::l t o:> . Or l f , ou c; n 1 t et.t ~!tt-0 t o 1.00 i t - !I ll 
!ln .. vut . 'rtu.t 1 s Fox . 

I ' 11 !'in.. out .':letnt..r 

.1 11~ l ~r11'f Co•n:nission •. •o)ulJ J'> it . 

If t n.,y .vo tolu 
ttJt: .:ton 1 t ao 
ll mt .;nt come 

·.1o it, it ,;.Ju l<J bo; u,.>,Jr oprla t e . 
i t, it' t nct uon ' t feel they cun 
fro)DJ impor tttr•s . 

Il' 
do it, 

flny uon ' t you uo t tl i S? Don ' i t ell them a t a ll bow 
I f .,el or ho .. I L rgue in 
~ f thL> s ltu•ti~n? iihn l 

lnis r oora . "\'/h<: t do you think 
uo you t hin« could t~ uonb? • 

I ' 11 see .v~t tneir vll. n is o n the t s rii'f " uestion • 
I .<no .. t.1em nell cnouzh . 
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You don 't ha ve t o sr:y wha t I t hin.< at all. "Re r e • s 
c. situat i o n . ~>hat do y ou think you can do? n 

I ' 11 give you t heir vi ew on the pr oblem, i ndependent 
of :..nything t hat ' s uoing on hero , 'Nithin a day • 

Yes . 

:.'hat ' s tnis , Btr:nln? 

Th<. t ' s the tning he s u lu "'' '..; .teep in the n:l odle 
u r;...;er . " 11£ t • s ,met .vE: ' rt. t~-. l.<llll; a bout . 

ilhu t - :> I uo w i tn tn!s? Givt: it bLciC t<l you? 

vive it bLCiC t:> me . 

;the. t 1 s the s tory ~o.bout r.lr ttnu• .roll had nis accuso tions 
"g~.<inst cne? 

ShLll I - uo you l'llsnt to • • .. 

Tho whole mtttor is sub ject to study . 

lo hicn mellns wna t ? 

Just wn~>t I s~>iO " few minutt:s e go, thht t he high 
,>rices tt.ey pay for J.cH.ri~lin pro.Jucts tney im,>ort are 
in effect t subsidy on tnc bt.rter proaucts that are 
later soi,>ped out of Gt:r~&ny .. ttn titose bloclt .. d marks . 

I t nin6 I c oulu stute it .Pretty briefly t his W~>Y · 
~<f ter wed eci<ied t hat they c oulun ' t usc t hese J e pre­
ciated marks in buying goods in Germany ~~thout it 
being :.. bounty, t he 4 uestion c~me up as t o whether 
or no t if t hey bt.rter e<l ot· t r t-ded J.meri can gooos for 
Germ£-n goods - whether ot· no t t hl:tt would be a pr o­
uibiteo tra nsac t ion, tnd the Ct.St.S befor e us wer e 
these sor ts of cases . Standord 011 Company shipped a 
lo t of oil t o Germany und excmnged the oil f or 
nurm~nices . And whe r e the exporter in t his country 
alr eady o~ned the pr oduct and t ne1 sent it t o G erma1~ 
end real l y tra<~ed it for t ha t commooity - now, we r ul ed 
&t tU~>t t l.:ne , enu i n the light. of - Lnd with those 
case:; befor e u:> , taut th~< t d 1l not ~<mount t o a bount y . 

llow, since then t he pr~oc t.iccs nove been exte nded in 
t his s or t of case. Kere 1 s u dealer i n camer as in New 
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YorA . He nev=r h&a a pound of cotton, never 8£N a 
.:otton fielu . hrui be wents to bey so:ne cam ens in 
Gera~ ny . He buys s~:ne cotton- GOes through th~ 
:.~o tivn of buyir..:; SO!lle cotton, nnd that cotton i s 
solc:l t o Ger,'llley; and with th& t money - sol d to Germany 
~rove the • o rla ;>r·ice, end d th tnr t ooney he buys 
the c&~er&s . So th&t be r~& lly ~ts his caoer &s - & 
v4J c1mer11 , te l ll s ay , h e gets f or CJJ . 

Now, .• t1u~ the Department of - wh11t my of!"i ce now hus 
unde r study is the '.uestion as t o whether or not 
goine through the r orm of a ba rte r , .lhico this 18 tte r 
tning is, es opposed to r e:.l b6rt~r, wnicb the forme r 
tnine i s- •neth~r or no t th• t ...• 

Tn~ t 1 s pr~t ty deli~ate - I ~~~n 1•n1 t it? The deci­sion? 

v.- a.. :1 nt: ritllt? 

tllt., : 

" - ·111 n t: 

. 1! t~ : 

J l 1.>h£nt : 

H •• Jr: 

Tht t ' s ' pr etty fine thing . • 
!lo tnor~,, llif!"lc ult th&n o tnur ,u6stlonsth6 t Lre regulorly before the uep, rtment . 

I aon 1 t tn!M tno"e tru\s6ction3 , Her::~~n - ht co ~>sk 
Y'.>u, l'. r e tn~.t direct b~ ~ter? r t hink ln oll the 
ty .)i~<.l c t.:oes t~~Y sell tn~oir .)11 or t.1eir cott<.>n, ror 
insttnct: , f or .,. r.ts E.na tnt.y ga t bloco<ea :ru;.rks for t hee 
~o t e>.c~>ssive price", ~:.nu tucn tno:y lire permitt~o to use 
those ~:rks in b~lng goods in Cerm~ ny ~t m£ rket prices 
~ n:l bring tnem to tnis co untr>". 

I tnin.t, llerm~ n, Guston h6s elvl'n the Cl se cle~ rly . 

So l ong "l> only one tr .. uel" i s involved .• .. 

Our conclusi.:>n .llhy be tiU!t vu.~ origina l ruling with 
r efert:nc .. to barter W6S l imittd Lo re6l c 6ses of 
b~rter , so thpt & osn who - a cotton pl~nt~r could 
send cotton t o Ger~vny <nd b~ narmonicas . 

uhicb he could use bioself . 

uhich he could phy himself . 

"S f t. r ~os toot 1 s concerned , you gttntlemen &ren 1 t r eady 
with your stuoy. 
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I don' t know whether you can dispose of it satisfac­
torily in th~t way, unless you get a conclusion to 
your study pretty quickly, because I think the case 
a pretty weak one. 

Which way? 

The way we stand • •••. 

For the cameraman? 

unless 

Or f or us? 

For us. 

~hat's the typical pressure they put on the legal 
division to decide the cases t ba t way. 

Will you take it? 

He ' s taken it all morning. 

Wel l , the answer is , as soon as the legal department 
has consulted the oracln, they let me know. 

As soon as we get through pulling down books and 
looking up law, we' ll let you know, - uninfluenced 
by the economists. 

0 .K. Well, anyway, t he t hing isn 1 t being held up 
by H.II. Jr . 

No indeed. Nor by B.O. 

Well, the second • • •• 

Well, I just wanted to know, so I could tell Matthew 
Woll, if he calls me up on the phone, "As soon as the 
legal division advises me, I •m ready to act ." 

And that you expect a decision not too far distant. 

By two o ' clock t omorrow? 

No. 

• 
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By two o'clock t omorrow? 

Could give you one. 

Nhen you translate that into Greek, it ' s called 
" putting on the heat.• 

All r igbt. 

Now have you all seen this letter of Yr. Whit e's? 

All have not. 

I bave a copy of it. 

And Herman has , 

I ' ll read it out loud . 

"Dear Yr. President: 

279 

"I have found myself in the l as t few days continuously 
r evle Ning the past weeks of tension. I am greatly 
troubled, Mr. President . I have been troubled for a 
long time. I feel that now I must speak out . 

"Tbe event s of t he past weeks have with a shock brought 
home t o me, as to all of us , the increasing explosive­
ness of tbe f or ces of aggression.• 

Th1s is the letter which I •ve asked him to nite on 
China . 

• Since 1931 we bave seen, succeeding each other wi th 
briefer a.nd briefer intervals between, t he fall of 
Manchuria and the military invasion of China, the 
conquest of Ethiopi a , armed intervention in Spain, 
the annexation of Austria, the dismemberment of 
Czechoslovakia, and fomented unrest in the Near East 
and in Latin America.• 

Aren•t there any other cases? 

I think 1ve included them all. 

"All this bas happened in seven years . 
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"Seven years are not l ong even in our own lives . 
In the l ife of a nation t hey ar e t errifYingly short. 
Is there any r eason, Mr . ~resident, to expect tha t 
aggression will end there? Is there any reason to 
expect that the explosiveness of the aggressor po~ers 

will not be reaoubled in the next seven years? These 
forces will not stop of tneir own mo~entum. The 
appetite grows on what it feeds upon. •Fascism ' s 
demands ' - I quote Thomas Mann - •cannot be satisfied 
and quieted with concessions, but are t horoughly 
vague, indefinable, and boundless .• Japan a t fir s t 
uanted only Manchuria ; then North China ; now she 
will not be content ~ith l ess tnan the whole of China . 
Italy Nanted only Et hiopia; now she wants control of 
Spain and North Africa . GerCillny wanted only equality 
in arma~ents , then the Saar, t hen Austria , t hen 
CzecnoslovaKia , now colonies . The current claim of an 
aggressor power is ahrays i t s last - until t he next 
one . After China, the Asiatic mainland; after Spain, 
the 14editerro.nean basin; after Czechoslovalda, the 
BalKans , col oni es , toe Ukraine . Befor e it conquer ed 
Ma nchuria , the J apanese Goverma.,nt time Hnd again 
publicl y announced t ha t it hau no territor i al des i ens 
on :.!anchurin. I t s ai d the same t bing about North 
~hina befor e it ent~red North China , and repeat~d 
it f or ~h!na as a whol e before it entered the Yangtze 
Valley. On the ot her band, i nnumerable unoffici al 
and semi-official sta tements exist m~king clear t ha t 
J apan' s objective is not less tha n the domination 
of eastern Asia . 

Similarly with GeriDany . Before it r emilltarized the 
Rhinelund it officially announced that i t s tood by 
t oe Locarno Pact . Before it t ook over Austria i t had 
publicly recognized its independence . Before it dis­
me~bered Czechosl ovakia , Germ&ny ned announced it bad 
no territor ial designs on Czechoslovakia . • 

Tbis is swell, Harry; i t' s grand stuff. 

•Now ~itler says he has no fur ther t erritorial designs 
in Lurope . Yet a r eading of 1Ue1n Kampf' will demonstrate 
clearly tha t the s teps he has t aken up to now ar e all 
part of a wider program which involves further aggression 
and further expansion of G&r many • s area of control . 

"And so too, Italy ha s procla1me4 time and again that 

• 
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her intentions in Ethiopia were peaceful. Yussolini 
after his military victory i n l:..thiopia announced that 
Italy could henceforth be recognized among t he 
•satisfied powers,• yet within a few months we f i nd 
Italy involved in Spain and North Africa, seeking 
to increase by force her sphere of influence . 

"Is there anything t ha t csn stop the aggressors? 
You and I had hoped tha t t he democratic powers of 
;:.urope arul tt1eir a llies would erect barriers t o 
aggressive expansion. Recent events compel us 
d rastically to r evise t his expectation. France is 
no l onger a first r ate poiYer . l::ngland bas resigned 
~erself t o a policy of further concessi~ns t o tbe 
aggressor. Democr acy in ~urope seems to have sur­
render ed before the onslaught . 

"'fie cannot lull ourselves into believing that tbe 
trend of events in Europe ana in Asia will not affect 
us. Wh~t hcs taken place tn Europe aod in Asia has 
already begun to impinge upon every aspect of our 
na tional life . 

"Our international trade is b eing forced into ever ­
narrowing channels . »ore and more areas of trade 
are being dominated by clearing agreement s , barter 
practices, blocked balances, multiple currencies, and 
other devices waich run counter to t he trade policy 
the United States has been pursuing . 

"The sphere of our trade agreements ls contracting 
as the ar ea of political and economic domination of 
Germany and Japan expands . We have seen what Japan 
h&s done with our trade in Uonchuria and what she is 
doing with our trade in North China and the Yangtze 
Valley. We have seen t hat gainful trade agreements 
witn Cnile, Turkey, Greece, hkve not yet been possi bl e 
because of practices imposed by Germany on trade with 
those countries . The value of existing t r ade agr ee­
ments nas been diminished by Ger many ' s trade t actics . 
Our agreement with ~zechoslovakia is now of little 
value. Our agreement with Brazil has worked badly . 
The possibility of future gainful trade agreement s 
with the countries of Central and Southeastern Europe -
Poland, Roumania, Bulgaria, Yugoslavia, Hungar y, Gr eece 
and Turkey - bas now become negligible. 
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"Likewise our trade wit~ third countries suffers. 
The expansion of the aggressor nations strikes at 
our trade with countries who buy from us. Germany ' s 
resort t o clearing agreements and barter devices 
is cutting heav1l,y into Britain' s exports in Latin 
America and elsewhere. England sells less and is 
therefore able t o buy less, and so we find our 
business with third countries less t han it otherwise 
would be . • 

Did you see that cable of Keynes• statement? 

I did. I made a note t o s end it around. A very 
interesting idea . First case of a very able economist 
wno has come out in favor of bilateral trade agree­
ments . Very interesting. 

rlight in line with t his . 

It's f orcing Britain's hand . 

You might make a note - might even quote Keynes in 
here, see, because that ' s so fresh . What? 

Very unusual sta tement for a first-r ate economist t o 
make. 

Yes . 

•Furthermore, third countries are driven to adopt 
trade practices whic~ still further will reduce the 
area in which our expor ters can freely operate. The 
behavior of the aggressor nations may f ar more than 
off set the gains t o our trade resulting from our 
trade agreements program. I do not mean t o imply that 
our trade agreements program has not achieved results . 
I merely wish t o point out that t hese results are being 
vitiated by the policy of aggressor nations and that 
the c ontinuation of the present trend may Nell see a 
complete disruption of the program. 

' 

"In the field of international monetary affairs likewise 
aggression bas brought trouble. The weakness of the 
European currencies is enhanced by Germaay1 s economic 
and political tactics . The value or the tripartite 
accord will be greatly impaired in the event of another 
serious decline in the fra nc . It is even doubtful 
whether the accord could survive such a decline. 
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Nothing is calculated more to weaken the franc 
t han the growing power of Germaey. British opinion 
appears to be already crystallizing J.n f avor of a 
lower sterling rate . AnY further substantial depre­
ciation of foreign currencies may serve to wipe out 
the ga ins from the concessions we have obtained in 
numerous trade agreements . 

"Japan' s invusion of China has caused China t o 
abandon silver as a medium of exchange and thereby 
increased the incentive of other countries t o give 
up silver in their monetary stock, with obvious 
repercussions on our own silver policy . On the 
other hand, continued world tensions are tending 
to cause the concentration of the world ' s gold in 
the Onited St ates . Should war break out, it is 
quite possible that we would get so much of the 
.vorld 1 s gold as to make lmpossible aey s ubse4uent 
redistributlon of the world's gold holdings. 

"But our loss ln trade is only a part, and a small 
part, of t he losses we will sustain as a conse<1uence 
of the present trend i n world events . The armament 

. r&ce, despite well wishes t o the contrary, wlll go on 
at an increasing tempo, and t o the ordinary expendi­
t ures of armies and navies will be added the costly 
burden of preparing defenses against air raids. America 
cannot hope to esca?e the need for Joining in this race . 
In a world 1.n which lnternotional anarchy is but a 
step removed , it would be suicido.l, I know you feel and 
I feel , not to maintain adequate military power to 
defend ourselves against aggressions . The stronger 
the aggression powers grow, t he greater will be our 
need for armaments. It is probably not an understate­
ment to say that Hitler ' s recent diplomatic victory in 
Czechoslovakia will cost the people of the United States 
nundreds of millions in war preparedness . Of the cost 
of our involvement in rar I will not speak. .But can 
we say that such an involvement 1s i.mpossible or even 
unlikely if the aggressor powers continue to expand? 

"But all these economic losses, great though they ore, 
are of secondary importance . Far more destructive are 
the effects on our social, political, and cultural 
life. With every stride forward of the aggressor 
nations, political security in the United States 
recedes, political tensions increase, antagonisms 
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between various minority racial, and religious 
groups, ere sharpened . For eign propaganda daily 
becomes more rampant, and the free exercise of 
our civil liberties more difficult. I am deeply 
concerned about the infl uence of the effects on 
o~ own democracy of the retreat or democracies 
abroad. 

200 

"IVith ever-increasing revulsion you and I have 
v1atched the long tradition of culture and civiliza­
tion, so painfully acquired throughout thousands of 
years, being swept brutally and boastfully away, and 
in their place intolerance, cruelty, persecution, 
and spiritual degr .. dation being enthroned. The 
bully ' s threa t , oppressive power, becomes the 
arbiter of nations . Strong nati ons are made weak 
and weak nations crushed. The rules of gangstcrdom 
become the l aws of ciVilization. International 
anarchy looms . 

"Mr. President, let us learn well the lesson which 
t he history of the last s even years has to teach 
us . Let us not repeat the myopic mistakes of Britain 
and France. The impact of the aggressor nations 
upon hmerican life and American interests is more 
insidious than overt. But we cannot afford to wait 
until the effects are spectacular . Who in France as 
late as 19JJ could have dreamed that 1n less tnan a 
decade that great democratic na tion was to become a 
second-rate power, shorn of influence in Central 
.europe, dependent upon a grudging and demanding ally 
for security, and condemned the world over by people 
who r egard as sacred a nation's given word? Who would 
have expected that Great Britain's might would be 
challenged in the Mediterranean, that its economic 
interests would be lightly brushed aside in China, 
and that the Premier of .england would burry to Bitler 
to plead that he be not too demandi ng or impatient, 
and to plead, moreover, in hu~ble tones lest the 
dictator take umbrage and demand more? Who would have 
suspected a small nation could disappear from the map 
over-night that the horrors of Nanking and Guernica • • • -
Guernica, ~hat ' s that? 

Guernica , Spain . 
their new bombs. 
it out. 

That ' s the town they wiped out with 
No military value at all . Just wiped 
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"· · · · that the horrors of Nanking and Guernica could 
be perpetrated, much less that their perpetration 
would awaken neither official censure nor meaningful 
public condemnation; who would have thought that 
defenseless civilians in Nanking, Canton, Barcelona, 
and a hundred other places could be repeatedly and 
mercilessly bombed with no more than feeble protest 
by tue civilized nations; or that a single government 
could threaten t o plunge the whole world into war 
if it didn't get what it wanted, when it wanted it? 
Yet these things have come to pass and many more such 
will come to pass, I fear , while the possibility of 
stopping them by peaceful means grows less and less. 
In Waren of this year Winston Churchill called upon 
England to a ct, saying, 1 If we do not stand up to the 
dict ators now, we shall ~nly prepare the day •. ' " -
"we shall only prepare? the day ••. " 

h •• • delay .. . " 

" ... pr epar e the day ... " I •11 put a question mark. 

I aon 1 t know. 

Incidentally, I've sent for hi~ papers - they've been 
published - since 1 30 or ' Jl. I saw that Dor othy 
Thompson referred t o them . They' re all together - his 
papers . 

Hi s book . It's Just a book. 

That ' s it. 

Just ask Wiss Diamond . 

n • ••• •we shall only delay the day when we shaldlihtaive 

• 

to stand up to them under fer more adverse con ons. 
Two years ago it was safe, three years ago it was easy, 
end four years ago a mere dispatch might have rectified 
the position. Now the victors are the vanquished, and 
those who have ti~ew down their arms in the field and 
sued for an armistice are striding on to world mastery.• 

"Kr. President, let us not 
Great Britain and France. 
peacefully do so, stop the 
in our power to stop. Let 

Join in the retreat of 
Let us, while we can 
aggression which it is yet 
us not be placed in the 
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posit ion of having t o compound with the aggressor. 
Let i t not be necessary for the President of the 
United States t o fly t o Tokio and in humble manner 
plead with the Mikado that he be content wit h holf 
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the Philippines r ather than wage war for the whole . 
Such a poss ibility may seem r idiculous now, but no 
more ridiculous than Chamberlai n ' s flight to Berlin 
would have seemed seven years ago . The basis f or the 
present humiliation of ~nglend was laid in 19Jl, when 
l>nglarxl failed to join the United States i .n disappr oval 
of Japanese aggression in Manchuria.• 

That's swell. 

"The basis of the humiliation of the United States of 
America i s being laid t oday by a foreign policy that 
aids the aggressor in Spain, shuts its eyes t o German 
aggr ession in ~urope , and fails to offer moral and 
economic support to the victi.m of aggr essi on in Asi o .• 

l:bat• s awfully good. 

l:be whole thing is good. It ' s better than • ••• 
• 

"I do not mean, Mr. President, that we should take 
ar med measures in defense of the victims of aggression. 
On the contrary, it is Just because I wish to avoid the 
necessity of resort ing to arms in the future in defense 
of our own i nterests t hat I feel we are making a terrible 
mistake by pursuing e policy of not helping t he victims 
of aggression through economic measureswhich are eosi!y 
open to us and which cannot possibly lead us into serious 
international complications . 

"As so often bas been s tressed, a policy of inaction 
on the part of the Uni ted St ates is not a program of 
neutrality ." 

Perfect . 

What? 

Perfect. 

•When aggression is r ampant a •neutrality' policy such 
as we have been pursuing does not retard and mey even 
f acilita te that aggression. As I r eview our policy 1n 
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the last few year s , I feel tha t in our foreign poli cy, 
characterized ch~efly by failure to take a positive 
sta.nd against aggression, we have step by s tep been 
following the lead of the present British Government. 
The events of the past few weeks convince me that we 
must break wit.h this lead and resume our exercise of 
t he initiative and again play an independent role. 
Let England follow us, as she will if we t ake the lead. 

"V~ere can we move most effectively first? The sphere 
in which the sit uation i s not yet hopeless and i n which 
peaceful action on our part would be attended by the 
leas t complications, is undoubtedly in the Far Bast. 

"I repeat, it is because I wi sh so much to avoid 
inter national confli ct, as I know you do too , that 
I urge so earnestly the extensi on of credit to China 
now, before it i s too late. It is yet possible for 
our financ i al and moral aid t o be of decisive help to 
China . China cannot l ast much longer wi thout tha t aid . 
For the price of a little more than one battleship 
we can give a renewed vitality to Chinese morale and 
Chinese effectiveness and deal a poiYerful blow to 
aggression t hroughout the wor ld . To weaken aggression 
in any part of the world i s to strike at aggression 
everywhere; to hel p democr acy in our part of the world 
is • ••. " 

• • •• in any part of the world, " it should be. 

" ··· t o help democr acy 
to help it everywhere . 
completed her conquest 
have done? 

in any part of the world is 
Must we wait until J apan has 

before we see what we should 

•Mr. President, I am t aking the liberty of pleading 
China ' s cause so earnestly because I know you see 1b e 
metter as I do and because you have three ti.mes told 
me t o proceed with proposals for assistance to China. 
All my efforts have proved of no avail against 
Secretary Hull's adamant policy of doing nothing 
which could possibl y be objected t o by an aggressor 
na t ion. I need not tell you I respect Secretary 
Hull ' s int egri ty and sincerity of belief that his 
course i s the right one, but the issues at stake so 
beyond a ny one of us and do not permit me to r emain 
silent .• 

Regraded Uclassified



Oliphant: 

H • .!.Jr: 

'llhite: 

-26-

I was amazed to find out yesterday from Sumner 
Welles that Wr. Bull has discussed my visi t t o 
him with the President. 

Be bas? 

204 

Be has, and the President has never said anything t o 
me about it. Welles took it for granted that I knew 
that. 

"It is the future peace and present honor of the 
Onited States that ar e in question. It is the future 
of democracy, the future of civilization, that ar e at 
stake . The trade agreements program, so dear to the 
heart of Secretary Bull, is indeed a force for peace, 
but I trust you will not tnink me ungenerous when I 
say tbat its potency agains t the forces of aggression 
is slight. A substantial aid to China will have 
infinitely more effect in striking a blow f or democracy 
than trade agreements with half a dozen more countries . 
vlhat could be so effective a check to aggr ession, Yr . 
Presi<lent, as a successful defense by China? What 
could strengthen democracy more than the emergence of 
a unified and victorious China? I do not say that our 
financial aid will bring thiseabout; I say only that 
wi thout such a ssistance quicklr given, China ' s chances 
of defeat are greatly increased. 

"Vr . President, I · beg that you will not let pass this 
historic op~ortunity of a first effective economic 
measure against aggression, this great moral gesture 
so sorely needed in a world in which •appeasement• 
has superseded morality . I have never felt more sure 
of the wisdom of an investment; I have never felt more 
sure of its urgency . 

"Mr . President, forgive me if I appecr to have learned 
too r.ell the message you gave in your speech at Chicogo 
on October 5, 19J7." 

I think it's a - it' s a magnificent job, Barry . There 
are things that I'd want to discuss, I ' d want t o •••• 
But taking the thing first as a whole, it's swell . There 
are certain things I •d want to weigh. 

••ell, it ' s just something to begin with. 
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llell~ it ' s more t han that. It ' s a - it ' s a swell job . 
I just •••. 

I thi nk I included every one of the points tha t you 
wanted t o make. 

It ' s jus t this •.•• 

~ith the exception of one . 

Go ahead . 

One waich Her~~n called to my at tention, i n addition 
t o two other criti cisms which he had, was that there 
isn't enough made of the expenditure t ba t would be 
caused by building up the Pacific fleet in t he event 
Jap~>n ·111ns . :.lore might be wade of t bat, and I tllnk 
you made more of it in your statement . 

Well, 1t1 s j ust - I got anothe r t hought . I'm not 
advertising it - no secr e t - but we had a t the house, 
Mr s . ll.orgenthau l'nd I, l as t night !Ar . Corcoran and 
Mr . Cohen, knowing tha t they were smart and t ook the 
a ttitude I wanted, t o get over three points to them . 
And he said , why di d I t hink we could do it now as 
befor e? I s aid I f elt tha t one of these days the 
Pr esi dent Nould wake up and realize the f act that t he 
t actics he ' s followed will not get him or his choice 
for candidate in 1940 t he delegates t hat he wants . 
So I suggested three t hings t o t hem which I thought 
if the Pr esident will do, would a ttr act t o him - would 
cement a l a r ge group t ba t he a lready has, but attract 
a lot of other people . 

hnd I said one - in the f irst place, a - how did I 
put it? - well, a drive f or mora l reform Nithin t he 
Government and without, a clean-up of t he alliances 
~11th the crooked politicians tllat the party has, a 
half a dozen J immy 1ialker trials . .ll new Department 
of Jus t ice . 
And t hen I s aid my other suggestion was t ha t we t ake 
our gold and lend it liberal l y; as I said , use five 
hundred million of it in Centra l and South America 
and one or two hundred oillion of it in the Far East. 
Nell , they were just crazy about t hat, see? Couldn't 
get them away. 
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Oliphant : (Laughs) 

H. M. Jr: Par ticular ly on t he ~oral end . 

oVhi te : What was the third? 

H. l.t . Jr: And 1 ' ~ just - the point tha t I '~ getting - I ' m wonder­
ing if t his thing wouldn' t be a little s tronger if we 
could tie in Central and South America 1n this appeal 
and not just make it China. Because there isn' t the 
questi on of offending Japan, you see . Harry? 

Hhite: I think you might well work up something - " orld 
poli cy r ather than Japan policy . 

Oliphant : ••orld policy rather t han pr o-l.:hina policy • 

.. bite: Di d you give the third, or did you ~ean to give t he 
third? 

Caston: Department of J ustice was the second . 

'Nhi te : On, I beg your pardon. 

H. )l . Jr: Let me put it a little si~pler, maybe over si~plify it. 
What I want to s ay t o the President is, •All of this 
is so, • and of course he says, •Well, you needn't tell 
me ." 
•But a t least we ' re telling the - laying t he f oundation 
for what is happening. 'llha t can we do l ooking forward 
to peace and pr osperity and mental freedom - ~oral 
freedom for the populati on of t he United States? Well, 
the only place t ha t we can look f or it is on t he 
American continents and in t he Far East. • 

And I t h1nk that 1C we t &lked in t erms of using our 
financi al r esour ces generously to check German)' in 
Chile and Br azil, tha t these countries - when they l ack 
for eign exchange, t hey ' re driven into the hands of the 
countries that bart er; I mean, and not jus t ~ake it 
China - I think my case would be stronger . Becaus e 
Let's say the chances are tle 1 11 send this letter t o 
Yr . Hull and ask him to prepar e an answer. Well, i f 
I include Central and South America, t here ' s a whole 
group in t he State Depart~ent that will be with me. 
s~er Welles and his cohorts will all be with me. 
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And I ' ll divide that gr oup. ijome of them will be for 
me on tbat, and Dr . Hornbeck and Herbert Feis will be 
with me on the Chinese thing . I think i t • s a stronger 
thing if I would put i t up on that basis . 

In other words, what I 'm trying to lay down- I'm 
thinking out loud - is for the next seven years an 
internati onal financial program for t his country; and 
I think that my plea on China might fall •• • .• 

An international financial program f or peace. 

As opposed to trade policy. 

No", the President has told me - when I ' m with him · 
alone he says, •Henry, • to use his own l anguage, •these 
trade treaties are just too god-damn slow. The world 
is marchi.ng too fast . They ' r e Just too slow. • Now, 
he ' s t old me that . 

Too slow and too ineffect i ve . 

Right. All right . Don ' t you think t hat it would be 
a stronger document ? 

I do . I agree with you. I t hink you could make it •• • 

That would make our gold board the greatest agency of 
peace for tbe next decade of any factor . 

Gold and silver - our metallic hoards . 

The gr eatest rector for peace of any factor in tbe 
world . 

I think you can use silver too. 

You see? Now here I try i t out. Why do I pick these 
two fellows? Because after five years in Washington 
I' ve decided that tney are motivated - loyal to their 
country, loyal to their President, and their selfi sh 
inter ests are at a minimum. I 1 ve tried this out on 
t hese two men and t hey' re just r aring to go . 

I mean what ' s-his- name sai d, • Well, we ' ll · · · " -
Cor coran - •well , we ' l l have to make you t he center. 
We•ve been talking about get ting f i f ty men • • •• • 
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• said, "0h no, I don't want it.• I mean ••• -you see? 
I mean I don't want it. But he was kind enough to say 
that in the Treasury I nave the most loyal group of 
any department, and there are more loyal people here 
than i .n any other department in Washington. Be said, 
"You•ve got the nucleus; you have - you ' re the only 
department that has the nucleus." 

But I 1m getting - I mean that's something to sell 
them. Now, take Oliphant 's idea, which be bad months 
ago, of a financial Monroe Doctrine • • • •• 

Probably the same • • • • 

• •• and work' t hat in. And these people t ha t are worry­
ing so about our gol~ and what we're going to do with 
it - it wouldn't bother me i f we woula lend South 
America 500 million dol lcrs in gold. The effect would 
be Just-like that (snapping fingers) . 

He wouldn ' t get rid of any gold, but that ' s all right. 
They'd spend it, which is all right, which is what you, 
want to do. 

Kay I suggest, I don't think you selected t hem wholly 
because of their disinterest only, or their sincerity . 
I think there ' s another characteris tic to bear in mind. 
I think probably you bear in mind t his too: because 
they have a broader perspective, a broader view of the 
problems, a longer-run attitude toward the i nterests 
and the future ot the Oni ted States. !lo t only a ques­
t ion - there are plenty of men who probably ar e very 
sincere and unselfish, but who for one reason or 
another r egard problems in s very narrow, very 
11ll11 ted range . 

Nell, there were a lot of reasons. 

Well, I mean I didn' t like to put it purely on that 
basis, because I think this program i s something more 

tban t hat . 

I wanted to get over what Henry llorgentnau, Junior, 
is thinking about, let "thalli get it first-hand. 

Yes. 
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And I succeeded in doing that in tbree and a half 
hours last night. But 1 still think that tbe pro­
gram- it's nothing new as f ar ts the Treasury •••. 
We ' ve t alked about North and South America , we•ve 
t alked about China - we •ve t alked about t ha t for f our 
year s . 

~le tried t o do it wi th Russia t oo . 

Nell •••• 

I think you c ould r ally ~ll the force there is in the 
United St&tes of & certain character, and I think it's 
pr etty polferful, around a program of t hat nature, and 
the e ffectiveness would be in the f ac t that it would be 
sor t of a single shot . As i t is now, that group i s all 
disper sive; they're hitting here, they're hitting ther e . 
Thi s might give them a program which t hey could - in 
adoition t o whatever else t heir interests are, which 
they could fight for, und they ' d be f ar mor e powerful 
than t heir numbers indicate . 

You t ake t nis thing, and, as I s ay, we spr ead over 
12 months l oans t o South and Central Amer ica - 500 
million doll ars- wby, the r esults would be •.• 

Ohl - . . . 
You jus t can' t - I can ' t envisage the r esults . 

If you loaned them, and even if you s t art with t he 
assumption that t hey would never p~y a nickel back, 
which is an absurd assumption - but even if you s tar t ed 
wi th t hat, what you ' d get in r eturn would be so enor­
mous , it would be the best invest ment ••• • 

Let Yr. Hitler have from t he Baltic t o the Bleck Sea. 
But if you free ze them ther e bOd don't let them come v 
over into Central AmericaL don ' t let t hem come into 
Asia and keep them out oi Hussia , what ' s he got? 
He h~sn•t got enough t o conquer the world, bas he? 
Huh? Be hasn 't. There or e not enough natural r esources 
there to conquer the world . But let him i nch into 
Mexico into these differ ent countries, and he ' l l get 
what h~ needs . But you Just s t op t o think of it as a 
plain military thing; give him all of that, and he 
still isn't powerful enough to l ick t he world. But 
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give him Mexico and gi ve him Brazil and the Philippines 
ana a few other things and he might be. And we•ve s till 
got time. 

Particularly if you gave him a militerized China . 

And we • ve s till got time. Don't you think that if 
you •..• 

I think so. 

What? 

I think you can make a much s tronger case. 

Bub? What do you think, Mrs. Klot~? 

On, absolutely. 

Herbert? 

Yes, I agree with that. I think that's very good 
strategy; good principle, too. 

Today is Wednesday . Would it be asking too much t o 
have something maybe by Friday noon? I'd r ather wait 
a1ld •••• 

No, I'd rather work on this than anything else I have. 

All right. I'd like to take this home with me. 

I have a copy. 

I think it ' s swell. And i f there is anybody back there 
that particularly helped you • ••• 

Just~ wife and I . Just so happened it was over a 
week-end and we •••• 

Thank her . 

I will . in 
No·w, two tb.ings., Herbert , will you get for me/14onday ' s 
t i mes Hitler ' s speech. I didn ' t read it, you see . Send 
it up to the bouse for me - the one he made Sunday. 
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Send it to the house, please . 

And where 1 s Chen? 

291 

Chen will be back - said he would be back Wednesday . 
Today is Tuesday; Hednesday is t omorrow. Today ' s 
only Tuesday . 

Will you fl~d out ? 

Be 1ll be beck tomorrow mor ning unless he lets us know 
to the contrary. 

I think the President will have him either for Wednesday 
or Thursday . 

And you want to mow • hen he's coming . 

I didn 1 t •Hant to tell him the t, but I want to make sure 
ne •ll be here Wednesday. Want to know t onight .. . 

All right . 

• • • because Jimmy Moffett called me up and said he's 
having Chen come back Frida7 . 

Chen said he would be back tomorrow. 

The automobile companies are r eady to go, and they wonted 
time and they're meeting again wita him Friday . And 
they bad cabled and they decided that they needed 
tropical radiators, special axles, steel wheels, and ••• 

How many trucks are they selling them? 

A thousand . But they got - I think they have the 
information and they gave it, but it takes these 
companies until Friday to give them prices, and by 
Friday they ' ll have prices . 

~port-Import to underRTite the credit . 

Pardon? 
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~xport-Import BanK to underwrite it? 

No . 

llo . 

No . 
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I t' s going 
directly . 
cult . But 
directly . 

t o ·be a little difficult to work out 
Not impossible, but it will be more diff1-
it will still be ~ossible to work it out 

They must have a few million dollars of silver. 
ne •r e giving them ••• 

On, you mean t he expenditure on these trucks. •lell, 
I' m wondering if they ' ll buy the trucks unless they 
make some kind of a deal, because they might antici­
pat e their expenditures on the trucks • . .. 

He said he ' d have to develop 11 transportati on system 
when Hankow f alls . 

You see, I•ve seen the cabl es , and he' s got thousands 
of t ons of stuff bought end delivered at t he seaport 
which he can't move . 

I ncidentally, no~> , to show you the President h<.s given 
me nis verbal appr oval, I am - 1 can get a coupl e of 
new Qilita ry a ttacnes assi gned to China who will happen 
t o be the best transport experts that the Army ' s got . 

To help them. 

Sure . 

(On phone) General Cr aig, please . 

I mean I can get places with the President if Mr . Bull 
will leave me alone . 

Did you make a second note there? 

Just about Cben, and I wanted Bitl er's speech. 

There are several comments t hat- I haven't bear d Herbert 
yet, but be may have some - I kno•• t bat Berm~>n has soa1e. 
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Don 1t know whether you want to take up those 
details now or want to wait until I try to make 
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... 
I want tor ead this and make notes myself, then I ' ll 
be glad to hear other people ' s comments. But I find 
that by f our - these days by four o'clock I ' m not 
worth much. 

• 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATE October 12, 19 3g 

TO Secretary llorgen thau 

Appended are t he s1gni! 1cant mater\al rela ting t o t h e 

imposition ot count ervailing duties agains t Gerlll8.ll expor t s 

t o tl"e United Sta tee: 

1 . Copy ot memorandum submitted by me to Mr. Baas on May 16 , 

1936, explaining in b rie! the opinions ot Mes srs. Oliphant, 

Taylor, Viner, and mys elf w1th respect t o the con templa ted 

imposition ot oounterv•iling duties. 

2. The Treasury Decision ot June 6, 1936, i mpos i ng count e r ­

vailing du ties againe t certain German produc te. 

3· Treasury Decision ot Auf9.1st 4 , 19}6, withdrawing counter­

vaillng duti es on certain Ge rman produo ts on the grounds thA t 

the German Government bad notifie d this Govem11ent they would 

not authori~e the uee o! sori p , etc., on the Ge r man experts 

in question to the Unit ed States . 

4 . Treasury press release or December 23, 1936, indica t ing 

the prooedu res under which Gertllllll barter transactions co uld 

be permitted. (This is the important document, baaed pre­

auruably on apeoiric oase s decided by Cus t oms prior t o the 

date or the re l ease. No order or regulati on was issued on 

this aat ter; it toolr. the t o rm ot a prees re lease.) 

5. Copy ot a statement !rom Mr. Glaeser to myae1!, dated 

April 26, 1937, indioa ting that the new procedures permitted 

appec red to b e a viol ati on or the Treasury Decision or June 6, 

1936. 
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COPY 

ll8iY 16, 1936. 

To : 1.!r • 1!aas 

!'Toe>: l!r. Wh1 te 

Subject: Applicabill ty of Section 303 of the Tariff Act to certain 
Gennan exports. 

r. 

Section 303 of the Tarltf Act of 1930 provides that: 

"Rhenever 8Zf7 country • • • • • shall ~ or bestow, c:lireetJ,y 
or indirectly, art// bounty or grant upon the nanufaeture 
or proc:luetion or export of ut:f article or Jterehand.ise 
manufactured. or proc:lueec:l in such country , •••• and. such 
article or merchanc:liee is dutiable W\der the provisions 
of this Act ••••• there shall be levied. and paid, in all 
such eases , in adc:lition to the duties otherwise imposed. 
by this Act, an adc:litional duty equsl to the net amount 
of such bounty or grant however the eeme be paid or 
bestowed.. The Secretary of the Treasury shall fr<Jll time 
to time aeeert&in and. deterllline, or eet1aate, the net 
amount of each aueh bounty or grant and shall declare 
the net aao\mt so c!ete.rainod or estimated • ••••• •• • . • 

n . 
The issue is whether or not the German Goverment does •pa.y or 

besto", c:lireetly or c:lireotly, ut1 bounty or grant upon the manu­
facture or production or export of any article" exported. to the United. 
states. 

lbere appears to be a c:lifference of opinion 8100118 Taylor, Oliphant 
and Viner. l!r. Taylor ie of the opinion that i.naalluch as there is at 
least a reasonable doubt that multiple currency proeec:luree fall within 
the bounty or grant prorlsiona of Section 303 no action should be taken. 
!:r. Oliphant believes that the use of aultiple exchanee rates which 
include c:liscriminatory devices do constitute a bountT or grant subject 
t.o countervailing duties. Mr. Viner is of the opinion that onlJ' under 
certain conc:l1 tions, much narrower 1n scope than those included. by 
l 'r. Oliphant, can it be held that a bcwtty or grant ie paid to the 
German exporter or manufacturer on gooc:la imported into the United. States. 

\ 

Regraded Uclassified



l!r. !'.D!I - 5/16/36 • 2. : ss 

lo!r. Taylor' s reasoni~ is that the cuat.<lmar7 monetar,y standuda 
which prevailed when the Tarlif Ac t of 1930 ,...., pused have ceaaed to 
exist in m.e.ny countrie s and that, therefore, the criteria upon 'lhich 
it i s possible to baao a decision are no lon&er present. '!be u.5e of 
:ult.iple currency devices introduce, in his opinion, factars llbich 
SUJ:rly su.!ficient doubt as to the appllcahil.i tJ of the Section in 
ques tion. Such Court decisions as have ~n =-de app]J- to the in~l'­
rreution o! the Section under other eirc=star.cea and do cot warrant 
takin;; an action which, in effect, serves to increase barriers to 
t r•de . l!r. Taylor woule aeec to be UJc:1n;r the poai tion that ao lone 
a• a country uses multiple exchange rates none of i ts axoorts should 
h subject to a countervailing duty under Section 303, trrespecthe of 
t.oe part i cular varia tions in the use of those multiple exchanges. 

Ur. Viner agrees o~ par~ Yith l.:r. Taylor. Viner's position 
~! that under certain e1 r=tances ::rult.iple currency ~eviees do eonati ­
t•·te a direct bounty or grant as U:ose ~ r.ave been interpreted by 
the Court. !n certain of the scrip and special. marks, Viner bellnes 
t.heH 1s a clear ease which falls under Secticm JO). Asice !roc those 
spec!al case~, bO'Ifever , he believes rlth l:r. Taylor that tbere h su!'­
!icient doubt as to the applicability of Section JO) so that the Sec­
r etL''"Y in cald.ng his deci sion is justliied in talc:ing into cor.sic!era­
· ~on the broac!er c;ue:.tions of national policy. F.e believes that use 
of cul t i ple exchange rates, other than the s-peeiel eases ret erred to 
Lbo·:e , reseoble s unifonn exchnnt;e depreciation elooely enOl!#- to make 
¥tction 303 not applicable. 

J.:r. Oliphant c!iaagreea nth both Te,ylor and Viner. 3'ren aside 
!ron tl:e I!Se of se:-ip and bond ztarket devices - 'lhieb in 'liner': 
o;:-'..r.!.on justifY the application of countervailing duties - the cethoc!s 
:t!!!!<l t7 t!:e C-ez-..a:: Covenment involve diseridnatory currency devices 
..r.ueh, in Oliphant 's opinion, fall under bounty or grMt ..s icteJ'l!Tet.ed 

bJ the Courts. 

I firA m;yaelf in oloaer agreerent rlth Olirhant's position then 

•~tt either that of T~lor or Viner. 

! believe Taylor ' • position is not 8/JJl'f to sustain. I t. i s quite 
t~ that tte use of :ultiple exct~e rates aa a device !or prceoting 
ex;orts was not envia&£8d by Congress when Seeticm ~ 1<I1S incllldec! in 
t.i.e Tariff Act, nor wre the Court interpretationa o. Q_e pb..-ues in 
<;ust.ion a.de nth that possibility in Jlind. Yet it does r:ot follow 
t.ta t U:e Court would or should declare certain of the c-e= ctll"T'er-CJ 
c!eviees u not beine a bounty or grant. within the ""anin& o! Section ;0). 

II tbe Courts, in the abeence of a clear precedent, were to fall 
bact on tbe purpose of the Section, they cl&l>t wall hold t.hat t.l:e use 
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:r. Eaa.s - S/16/'J6 , ) . 

of the special devices described under Section 6 of Viner ' s memorandum 

constituted a bounty or srant against which the Secretary was required 
1 o :Uo•poso a countervailing duty . 

The Courte might al.ao bold with Ollpbant Ulat &n:T multiple excbanee 

fpvice which 1a discrlz:dnatory 1n nature constitutes a bounty or uant • 
.. n<ore at least the following two conditions together prevail, there is , 

! believe, a strong case for interpreti.ne tile practice as a bountyr 

(1) Vihen different categories of marks sell at diff erent 
prices, and 

(2) When Allerican importers or Geman gooda do not all pay 

the a1110e prices for the marks they use to purchase illlports 
inasmuch as certain imports can be paid for only with certain 
of special marks whi ch sell for a price lower than those used 
f or otner imports. 

If special carka all sold at the s•e price 1n this country, and 

if all C-eman imports could be paid for with these special carts , and 
if, further, no Ge:man exporter of goo<IS to the United :.tates received 

any ~pecial advantllbe o t r.er e xporters c1o not receive in equal amounto , 
r . Taylor ' s position would on econaoic arounds be much atroncer. Yet 

even under those condi tio11s 1 t i s very doubtful if the Courts could 
consistently adopt the view l.P!plied in l 'r . Taylor ' s position as a 

~~stification for holdinr that ~~e Gercan practice did not cor.stitute 
a bounty unuer Sec tion JO). The Courts could not consistently take 

U e positior that ll!llltiple currencies do not constit.Lte a bounty bo­
cauae ir. t he case of Genl'any they serve nerely to coopenaate for tha 
1B'talua tion or the dollar. For the Courts to rest their decision on 

trat criterion would be t o open the doer to ·the claim that imports of 
all countries should be elUillined to detenlline whether or not the de­

preciation of the respective currencies had or had not c0t:1pensated for 
le de;>reciation of the dollar . The C~ could hardly make a special 
c~e of Genu.ny by adoptin8 a criterion which it is not in a position 

to &!'Pl Y or attempt to apply to iltporta .from other countries . Should 
the Court render a deci s ion based on a deduct ion of undor-or over­

devaluation , it would seO!'l that it would then become incunbent upon 
the Tr easury lleparment to determine whether or not imports f roo othor 

countr ies rr;ay not be subject to countervailing duties w1Ul the same 

cri erion applled. 

U the Court rinds a bounty in Oeman practice it will be, I be­

lieve on uounds similar to those set forth by !.!r . Oliphant in support 

or hi~ position - namely, the existence or diseriJDj.natorx exchange 
devices . The Courts thereby would completely avoid the question of 

ove r- or under-devaluation of Gerti&D currency, and 'lfOUld iolso avoid a 

dec!.sion which aiejlt serve to seriously disrupt our trade • 
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• r . Haas - 5/16/36, 4 , 

J<$tdllGion: 

(l) If countorvaillnt auties are applied t.o tho Cen.an case on 
"e fTOWlds of the s:>eclal ca3es enurera~ unrier rroup 2 of Olip~<mt ' s 
r~:-orana\C\ (or section 6 of Viner's) , it ea..v be necessar:t to take 
sl.J ilar action in t.l:o caao of S<re trade of a fp a:.ore countries . •·o 
Gl r ''icant interrurtion in t r ade nould result' because the nuober of 
• ilGT ircidents is s:all. 

(2) 1 f countervailillg tlut.ies Gre applied rtheraver caaes of Jtultiple 
e. c ""' o rates nro employed-which il . effect favor sene of tho eY.J)orts , 

t 0.' be necessary to place countervailine duties on sone of tho ex­
orts of half dozen or a dozen cou.'ltries . Intenv.rtioro to t rade 1~ould 
e r ater, but still trude nould not be seriously dis>'Upted. I t 
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oJl<.. tnke a lont tire to ascertain tl:e 1 ter.s subject to tl:e countor-
'ailir.y ~uties , so that ~he ir.positim of those <!uties r.ould be spread 

er several ron ths 1 Wl<l Uoe llUI::ber of i tet:s ..,uld inev.:.tably be S'!'.allor 
t ... ~ the ~ot.al of our irports !roo those countries . 

(J) li the !!'ere existence of nul tiple eu..-re11cies is "'ade the 
~r:terion of the existence of a bount y under Section 303 , disruptio11 
to traae ~10uld he considerable since eountervl.\ilinc duties vJOuld have 
~o be applied to 11 la.n .. '8r proportion of t r ade from possibly a dozer1 
e t· r ore cou."itries . 

Inasree!1 as Oliphant ' s dec! sion applies onl~· to sit uations l and 2 , 
• lo net believe it rlll be serious il tl e fl r.<l!!•t.S of tl.e leeal D!vi­
sio are accep~ by the Socretar;r. 

Regraded Uclassified



,. 
299 

(f, D. lisJ6o) 

C..U.tern.Uil!C lbltr on certain Ce~ pro4uch 

Collector• of aa.toae inatructed to au.pend liquidation ot entriea cOYeriac cer­

tein .. r cb&lld.1ae troa CerM>~J peD41ac 4acl&ratlon of -.ot of oounteM"ailiDC 

dutr to be coll ected - Depoe! t of • •U•ted counteM"ailiac dutl .. requi.red. 

!!!USURY DIP .AB!li!JI!, 

O:DICI OJ 'rHE COIAIISSIOIIR Of CUS'rOIII , 

To Collect or• of OU.toaa aD4 Other• Concerned: 
Waabiact on, D. c. 

Official report• and other dat a in the file• of the Depart.ent eetablioh t o 

its oatiofact1on that bounti ea aD4/or cranta are paid and/or beoto .. d. 41rectlr 

or indireotlr, on the ezport to the Uni ted State• of arUcleo of the ldnde naaed 

below, which are dutiable uncl.ar the prOYioione of t he 'rarit:f Act of l9JO. 

l!otice le hereb7 chen that, pureuant to the prOYleione of aectlon JOJ of 

tile Tariff Act of 1930, count enailiac dutlee equal to &Ill boWltT and/or crant 

found to han been paid and/or bea towed will be collected on arlicleo of the 

kindo named below when i~orte4 direotlr or indirectlr fro• Oermanr after t birtr 

~ follow1~~~; publication of tbia notice in a neltlT i .. uo of the 'rREASURT 

ll!:CISIOl!S, 

The liquidation of all utriu conrlac aerellaDdioe of the ldllda UM4 be­

low 111J>orh4 41rectlr or iD41rectlr tro• Cerll&lll after t birt r 4aro followlDC 
publication of tbio notice in the neklr Tl!IW!URT DECISIOl!S, ehal.l bo OUIIJ>ID4ed 

pendia& the declaration of t he net total uount of t he bountr an4/or cra~~t de­

terlline4 or •ti•ted to h&•• been paid and/or beotowe4, and the net uount of 

eounteM"aillac 4utloo t o be collected. J. depooH of eoUaated countenail1Dc 

dutieo ohall be required at the tiu of entrr l n an aaount equal t o t he percent~ 

or illYoice •alue otatad below i n collDOction nth the - of the article, 

The art icleo .ubJect t o tbio noti ce are &O followo: 

Articl e 

Percen~ 
of i""olce : 

Yalll41 Articl e 

Peroentace 
of iiiYoioe 

YalU. 

Cuerao - - - ------------ --- - - 45 Calf and ldd leather -------- 25 
China t abl eware ---------- z2t Ol&Oo tr .. ornaaonto - --------- ~ 
Cotton and rATOn clo••• - 39

7 
llletal-conred paper ------- -

Leat her c lo .... ----------- 4 ,_b tacb - ------------- J l 

Surpeal inotruaenh - - ---- 56 fo;ra, dolle, a~~d tor flcureo rr 45 

!he fac ta in recard to each i~ortation w1 thin the punln of t bie notice 

ohell be reported prOIIPtlT and in tll.ll t o the llw"- of OU.toae. 

Appro•od June 4, 19361 
B. II)ROJiiTBAD, JR , , 

Secretarr of t he freuurr. 

J-• B. llofle, 
Co•i .. ioaer of Cu.toao. 

(filed nth the D1no1oa of the J'edlral J!ec1otar JUM 6, 1936, 10:56 a.•.) 
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('!'. D. 484"3) 

Countervailing Dutiea -- Gorman Product• 

Trcaaury Decioion 48360 not a~~licable t o certain im?Ortationn ~f 
e~~meran , calf and kid leather, and ourgical inetrumenta. · 

TR.~SURY !)!:PAR'I'I·IZll'l' 
OFFICE Of '!'liB CO'!ItiSSION"..R OF CUSTOIIS 
liASHINCVI'ON, D. C. A\lj!\lot 4, l'J36 

'10 COL!..':CTORS CF CUSTO!.!S AND c,or:.;:;:as CO!IC!llli!J): 

Refer ence is made to Tr eeGUrY Decision 48360, •~~roved June 4, 
1;3h, In woich it waa announced that countervail i ng duties would be 
~mp<>ced u Y.)n certain German '>roducto. 

The De))llrtment in now in recei·>t d o!!icial advice to the 
effect that fnr any tran$Rctiono concluded after July 25, 1936 , which 
cover t ile i ndirect or direct ex >Or tnt inn of t he ft>ll >wing good• to the 
United Statoa, •tiz.: >no t ogrepnic a·~ratuo , calf and goat leather, and 
aurgicnl inotrument o, t he a..nnan OovernJnent will neither author iZe the 
uoe ,f t nc ocri·,, and bond procedure nor .,ermi t the payment of a public 
( r privl\ t e nreJOi\llll or oubsid;' , nor tho u>loyment of other Oerrr.an meana ~ .~ent ttlBn r eichamarr.o freely e¢nvertible into for eign currenciea 
or free roicham&rk• uoable within the country . 

In view of the foregoing, ~he ~rovia1ono ~f TreasurY Deeiaion 
48~ 3n&ll D( ~ a~?lY ~o di rect or indirect u.~rt~ from GermanY of 
tne following oo~dities naoed tn that docioinn: 

cameras 
calf and ldd lutner 
ourgical lnotru=ento 

if ~he collector of cuot oms concerned onall b~ oot iof ied by do~ent­
ary evidence that the contra~t ~f -,ur chaoe or other agreement purcuant 
to which they were eX?Qrted from Ger many wen entered into efter July 

25, l n3t\ . 

APPRCVLD: Aug. 4, 1!!36 

(Signed) WAYNE C. TAYLOR 

Acting Secretary of the TreaBUr1• 
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TREASURY DEP AR'!'JENT 

Wash~ ton 

""''l P~'EUIATE RELEASE, 
edneeday , llecember 23 , 1936. 

Press Service 
No . 9-25 

The l'roaS\Iry Department announced today that, under the c i r ­
e\ll!lstancee stated below, the follorlf\11 procedures in connection with 
il'.port s frcm Gemany would not involve the payment of bestowal of any 
~ounty or qrant within the purview or section )OJ or the Tariff Ac t 
or 1030 (U .S .C., title 19, sec. lJOJ) , 

1. Payment of the purchase price, in whole or in par't., 
with ~.he use or controlled mark c~ta, pr ovided t hat 
the credits ao used have been , from the tiloe t hey becaoe 
oubjec t to Gernan - overraentsl control, continuously owned 
b.Y the person f or whose actual account the merchandise i s 
purchased for direct or indirect shipment to the United 
Hates . 

2 . Payment of the purchase price , i n whole or in part, 
•.<1 th the proceeds of t he esle in Go many of ~terchnndise 
exported fran the United States, provided that such pro­
ceeds , until so used , have been conti nuously owned by the 
person f or Whose ac tual account ~.he American merchandise 
1ft cold in Germany and the Geman r,oocla are purchased in 

:-~v~ t country. 

) , C""'bl.na~ions of tt.e foregoinv tli'O procedures , 

I. . !:xehan•e of .:erehandiae het>leen single Gero:an and 
h:"eri cAA parties wi.thout aey l!onetary transaction 
actually taking place. 

The forep:oing contemplates that the rurcMse of Ger:r..an ~oocls 
will h~ t~l\de ror the actual account or the or iginal and continuous 
owroor of tho controlled "'ark credit& uMd, or or the ~eerican vendor 
or tho '"'erican exports sold in Gomai'IY, and that in no case will the 
•>erm8n f\lnds of such oli'Oer or vendor he used to purcha•e German pro­
ducts for the account of any other pereon or organization; and ljJ(e­
wiao thAt the German product8 exchanged for llonerican coocls in any 
permitted barter transaction wi.ll be rocei ved for the actul\l account 
of the person or organiza tion f or whose actusl account t he American 

e <por ta were shipped to Ge:rmanY. 
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INTER OFFICE COMMUNICAnON 

OAT& April 26, l <l37 
CC'PY 

TO l'r . ':/hite 

,,.oM l ' r. Glaaaer 

••' ,'ect: I~ the T:-easur y justified i n exOMptina certain procedure• or 
priV8te berter arranae:oents wi th Gemany fror1 the applicat ion 
or cotmtervailir\!: duties? · 

1. ~!lo "rcasury decision of June ll, 1<))6 rul.ed ~.at a bounty or r rant 
• ' i~.v<')VOd .:!.en iJtporter s p£id for aport~ (mo Ce:r..any in whole or in 
.,.,,.._ w• th r eotricted 1!>8r l<s which 'ot.f!Y had • urcluiMd at a discount t~low 
• ~ "roo <)r o~ricial ll'arl< exchan-e rate . · 

: . -,.o pre~£ release of Decerber Zl , 1<))6 lioted four procedures of 
• ,-1 '"nto oorter t rAde with Gel'f'\any which wotud exerpt the irroort• frorr< 
OJ plicntion of countervailin~ duties . 'nleoo procedur es are": 

(1 ) ~.'hen the purchase cr i ce or t he ilr<porte is paid for 
w-Ith "con t J•olled 1'18rks" , pr ovided t hat the M8 rkt\ so used have 
been owned by the person for whoso actual account the o;:erchan­
di~o is purchased for direct " r indirect •hi,.ent to the (trited 

t,At.ec . 

(2) .'hen the purchase orice o• t •.o 11'lf'Orta 1• paid for 
wi•)J •.te proceeds of the role in GelT'JO"Y of O'erchandi~re e~­
..,.,rted !)-om the l!r.ited St.ate: , provided thot !llch proceeds have 
lY en continuously owned by the perton ror whote actual account 
.r.e 1~.ericen ccr chandi se iS sold in Ge1""...4"Y, end the Geroan 
·oods 111'8 purchased in that country . 

(3) C"!".binations of the foN!gointr proceduree. 

(4 ) Exchano;e of merchan6ise t-otrtcen single Geman and 
•moric·an parties without any monetary t roneaction actually 

the 

~*ok' n,n place . 
3. /.n analysis of the procedures permitted under the above P"""" releaoe 
indicates that the bounty which is besta.Tod upon Gerosn exporters .throup,h 
t!".c operation or t he ceman multiple currency ayetem i S likewise bestowed ~r. t•aneoctioM carried out under the tenrs ot these procedures. I f counter­~nilina c!uttes ere aopllceble to imports under the procedure stated in the tr~caury deci sion or' June ll, 19)6, co1111tervailing duties are also epPli­
·•He to the procedures exempted in t he preer releeee of Decenber 2), l<rJ6. 

• 
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Jr. ihi te - 2 

' · l'he principle which will coneistentJ.y embrace all transactione which 
~re oir.dlar to tr.o£e tranuctions subject to the Treasury decision of 
June 11, 1936, is t he principle that applies countervail ing duties on 

0 ,11ry pr oduct Gen-..&JV paraita to be purchased by restricted l!l&rks. ~• 

>-ount l which ~he Gentan Oovernment bestows upon Oeman e:xporter s is tile 
P""' iesion to accept restricted JO&rks in ~nt for Gercan "ood" and 
the hount¥ is present irrespective of the tact that the restricted marks 

do no~ change hands . 
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l oa omoAiat; t o ,. .... , u a _'b.,. o! the 
eo-1 UH 4ealpatecl 'by thoo Preoldent to a twiT 
the ftb.)eot o! taxation o! P...Seral real eata\1, 
a ... oreDdua to the Preald .. t tr&n .. l t tlnc the 
Co•ittee f'II'Ort, aa -4ecl uct app79.,.4 'bT 
A.cUac Secret...,. 11&«111 or your ott1ce, bT Act­
inc Aaalatant Solioltor Oeneral Townaan4 o! t he 
~t o! Juatlc• , an4 by ~ulf. Ir 1<fU 

will 'be Fo4 ...coach to a!flx )'0\lr llgiU•ture to 
thll ...orenctu. And return it to ae, 1 will then , 
atler aecurlac the el~D•tur• o! the Attorney 
O.nere.l, torwari the .,...,..,ndUII e11d report to 

t he Preel4e~~t . 

l .. oleo encloaln~ tor your !11~•. ~ copy 
o! the ....,ranc!ua an4 report . 

Very truly youra, 

The llooora'ble, 

'!IDClO tiQ!'ell 
u .. oranc!ua to the Preelda~~t. 
Copy o! Fecteral real eetate 
...,..rt, and ....,raa<~U. 

,. 
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0Us'Mr J, 1931 • 

')f l-1? 
v o::;;] 

' 

. u • _,..._sf-. JaueMJ. > ,..,.,, c-u wt ~- 11, 
19)5, 7ft tes~W U.. ...... \arJ' sf U.. !r _,., taoe £\'-MJ' o... 
snl, _. U.. u\bc Dtrea\or sf \llle lv- sf a. ._.., \t sene •• 
a .,_, Uee \t ..- a sta47 of rMan1 -••• sf raal ss\a\s _. 
of lh harbc • 1\a\a M4 1soal \uaUca. ftlh t\UT lilac..._­
pls\st .. d \lt.s report sf U.. -lUes h pruea\s4 hsrswl\ll, 

ftlle 1'1901'\ Ueoloees \bat \be Oootsr-\ o .. -• \baa ~ of 
all 1aat la u.. auw 1\a\te. a. ut•t of Go-t_, »W•e h 
appJ'Olliaa\alJ' lte&Uoal wl\ll tM aroa of all S\ ahe sad of \lt.s Ill .. 
oleel"l Unr, ....,,..._ Ala..._, nsrlta, o.rcta, aat llleoleot,t . 
tile pre-\ aessess4 ftlu sf all \ai!U1s roal se\a\t l.a \lt.s ooau­
-\&1 U.Us4 1\a\as h tUJ,~J9,2CI,OOO, ... ,. ... \be low-\ llsldo­
bcso lt aeseess4 fer \u pupsess sa tM - \tsh, ~4 lis ftlut 
a\ sal7 t3,212,9l~.ooo. or ls11 \baa ,. of \be • ole , 

fts rspsr\ also \allot.la\ss \lt.s _, of •••1 *loll \lt.s Go-t­
_, lt.ae ooav1'-ts4 \o \lt.s 1\a\se la \be fon of Js4sral aid U.r..P 
\be epu of a ._,... psrlot, 1921-1937, ut shoft \bat \lt.sae ,.,_h 
are la.rp1J' 1a ..... sf tM _.._ \11&\ wsl4 r.,..sesa\ 1\a\s tu.. 
\loa of htaral pnpsi'\J'. 

t-.r ....&\tee reel '11 

(1) 

(2) 

a.\ all wuabn sf \lt.s ,.._al Ssmss 'M 
Une\M \t tss1ars ....,1e\t17, MOOU'a\alJ' ... ,...,u,. \Mlr ...-.1•• laa4 ............ ~ 
-•• 1.a ortar \11&\ • ,....._, us m ..­
prspsr\lee .., 'M ftllll4 or \ba\ \lleJ' .., 'M 
ottsrs4 fer ealt • 

.._, \he Pr __ , Dtnetss of \be !r ...... J' 

DepaH~~ea\ -•t.s \S Ml.a\aia • ovrsa\ 
,._, nssrt of al.l h4aral roal se\a\a 
1.a ertar \lila\ -.re .., \t -e\aaU, • IUs 
...tlallls ut .., ... ~ w-••• wl\111 .... ............ 
tile\ tilers abRlt 'M csu\ln\st • htlln1 
loal . ................. - ., ..... -~ 
Uft ,._ _. sl tM ..... \al ap•lee 
1.a ........ cl -ol~ Mltlata st Jst.nl 

I 
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l• J4lks1'11 pe,.n,, a •••-\a\lft 
'"- tile tr.o:u ' a'flela, Mil a ~ .-..u ... .._ ... ._ .• ., ... ,...., . .. 
... If *• ....... u-. .. •WT"" 
-- .... I IS...~ .. dtatla 
ail\1'11 Sa lMlYlflul • Ulee ....,_~ 
aftiiW ~ tile,_._ If ....... ,lal -h 
et lat ..a tlleu ••••11••• w-.1 tna \be 
r••' er tea l'llh et tile _,, er eU.. -... 
1'11 4leVP'I \o aAnae wlUL hUrel ........ 
_...,uuac "" 104111lU• et e&UU-.1 
real .. \a\1; 11114 u ..all rll- daUeu r e­
PI''i'll-. tltpoe"~M •t laU8 UL.t aro ••­
tlal~ la Ull •Wl'o If ~ .. paroportJ, 

la "" ef \llo faot tile\ tide 11 U.e tlrt\ oolllpl'~ttn Sa­
.._._, tllet llat Mea.._ of • hMnJ. Oova •'• ....... ._, 
Sa real ee\ate 11M lllpao•••'-• 11M *"' .,a1te paerel poo'Ollo Sa­
'-"' Sa \llo tat-u= aT \MreMe " arpootot \II re~t. 7ft 
.., .tell to -•Uir tiLe 114't1ea~lUJ ot pre-\1'11 U \o \be Goa­

ere•• tor ,,. iaf*rlla\loa .... lf '' aboul4 10 4ttlrt, tor prla\1'11 

ae a polbllo 4oa ••· • 

(SlG:OED) 0, • BLw 

.Lo\1'11 ll&l'IIW If tile 
llllr- of \llo ..... , . 
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QeMatM 6N ~! !t 7 

.,. •"-1 a s .,. o.ueu •' • _.... ...w Jtft1 13. lt)5. 

"· ........ ft ..... ., lh '-Id-e ............. ,lal - ......... 

Ualal' -•· Wll! a •u-c \ua\le 1M4e ~ - •......U, 

418Su-... ...._ ...... er U.. pn\1• ..... «baa...., 

(1) 11M.,.. ... .,......... la1 ,_.._. .. 

U.. a\lll\)' ef U.. r lel-c "4JW! to 
--' u.. hr' 1 ... _. e\1lcau- er * --.. 

(2) fte fttlll\ w .,. • ., er U.. Oot;oa n\ .. __ .,....., ........... ...... 
()) ft!-'- ........... , * ... *lell u.. 

JllriW!l .... ' - .... ,..,.. .. te 
........ -" .. ., - " u ... , '--

A\ U..\ -·- \M ..... 
0 

t ...... Ml'o Do f, I!U. ..... Dl ...... l' 

.r u.. ,.._ •I ., ......-. .. - ... ......._. er • ... .., l!lanal 

.-.~ ....... ,. ••••• ___ ... ~ ... lei\ _,s-a«., ..... 
u.r ..... ,_ 

A\ ... Dll t .... lt)5 _, .... ., ... letlaeel I 0 I c:....u, 

., ... llr. Jell .... - ........ _ ... ow, ... ,...., ... , ........ ... 

\be ......... ., tloe ft 1 't 1 U.. Atteftll" II sUo -' tloe ... ... 

Dlnnor .r u.. ,....., ee • --'"" " -"-- .._ ...... " We 

....... 
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At ............ ''" ... , .. ., ..... '-1 I I ... Wl 

\he Jltn " .... ._., ....... ._. • ..., .....- trrs&a It 

............ __ , ....... f/1 '" ....... ., .. ··--· ... ~ 

_._ fill • u11ru ..a.tt.w te .. Uti-' ..,.. e1 ~ .-1 

...... w4....,- ..,_" ..u ,.. .... ,.. 2 ...... ....., 

ett~a n w-... att.-t. ... te ..,., u .. ,_,_.., ..... *' -..,... 

!M 0 I tl 'n 

.t.e a II'Mdt fill u.. wsoalf/11 .,., """', .. ,. ... ,.,,.a .-.u--
..u. wA a ..t ~ &aduwu- ... ,..,,.:rl, .apt" fill e te _.. 

_, ...... , •• f/1 aU~ ..-1 ....... ... ..... . ...... .. 

propn-af $ a ,,. .... ................. ., 1-. }0. ~. ,. 

tile JI'UjRU&Ioe .......... $ • · - .., ....... ..ue4 lilr, -

............... ., J!i'l al-.1 ....... ralaW .. -

(1) .... - ............. . 

(I) X w f/1 , .. llllll!lliiUN· 

(') lte - · 

(II) Ita ~-"·· ,,) ....... 
(6) lte- .-Sa a " · 

(J) ._._..., ,... , .... , , • w~ u• -u 
... lf .. Jftpca1J -toNe. 

(I) ..... el ._ *" ..a _,, II .. JftpW1J 
... 0 ,, •• 
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M\ !! ~ ~ Uli <119 1\a\. Z0}5), nlauac "' neetu ... , u 

.-.MU\a\lea pnJM\ .. at• Jl'"l .. • far,.,_'- Sa -tloa wtU. 

,. .. n 1-\ u4 nanl nllaMlltaU• pnJeeta alallu"' U.e ~h ta 

l oh t la ao-U• wt\ll \llla .t.n, t ho .t.t\enq hMftl oa 
.Jue 2}, 1936, lll reperUac t o the Aetlac Dlnotor of 
\lle ...._ ot \lle h4cet \11at be f....S 110 obJ .. Uoa 
to eppl'eftl ot U.o bll1, a id, la par\1 

"a-1 pn»peJ'\7 •-' '117 \lie VaUecl ltatea ~be dl'riUd 
lnt o \wo olae-. Ia \lie tire\ cro"9 ..., be plaoecl tnoh of 
1M4, wbieh are orilJIAI'11.7 boa • • f ederal reeer?atlo,., ...s 
ow r & lola \lle '-'-1 llo•ao-at haa aonrelCII'\J ..,, \lla 
Coa.crH• haa acl•aiYe _.. \e l echlato. m~br .t.rUclo I . 
S•Uoa I , ola ... 17, e f U.o CoolotUvUoa. la tho a-s 
oatecoJT a~q ~ plaoecl lu4a ta whleh the l edaral ~ ..... ,..., 
U. oalT a pnprle\aJT \1 tle, u d onr which tho St a\o rotalno 
eonreip\J' M d Jurlecllauoa. 

"the e'rid .. t parpo .. of tho pro'ri al ooa of Sootlon 1 of 
\IM '11111 h \o place laadt IMre\ofore or bar.t\er ~uirecl 
for ro .. ul .. a\ or rvral rabaloill\atloa proJeo\t Into t ho 
e-114 olaao of pro,.rtha. !be obJect oou;rl\t to be a\ talnecl 
lt \o -.no per-• llYIIIC la ..,ch looalHha t o bt accorded 
poll .. M4 o\ller prot•U• 1IIF \lie looal uthorUioa , u d to 
rataia tholr riCh\ ot ....rtreco aa4 other prlrll ec••· !blt 
retul\ • ul4 110\ lie rMOIIecl l f \ he properUeo -.ae feclel'al 
r_,..,.uoaa la \he .... eu•uoaal enoe.• 

!!! !!. I!Rt.-.r!,. !m, (,:> Ita\ . 195>. pro'ridl iiC f or fl.aaaelal 

aooh\MM to t he $too u4 polUloal .,.bdlntloao t horoot, for U.. 

ollalaatloa ef •.t• .a4 h-1\aJT U.elac ooadlU oaa , for t ho ao•ll­

oa\loa of ol••• eto. , ""lob • t borl aoa IICI'-'* t o pq ..-1 -

Ia u .. of ,._. wttlt ...... , to real proJIO'I'V .,.eel 117 tho v.nect lta\et 

loulDC AatborU.:r • .-JMt to tbe lllll\atleD U..\ tiM_, eo pal4 fn 

aq ou :rear •aat1 •' AI 114 U.e \alllla '"-' wal4 lie pal4 \0 U.e atah 

or •WlYlal•, u U.--~ . .,. ..... pnpatoJ 11 U wue •t 

eu.pt ,.,._ ... ,. .. t.Mnlr· " .a.lalalt\ol'ecl "' ........ ,,._ ... ld .. 

Ala\bol'l\J' .................. , et .. latarlel'. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATa October 12, 19}8 

TO Secr etar1 Morgenthau 

rROM ll.r. White :Jbu/ 
subject: Recent conterencee w1tb Mr. Chen. 

1. I am appending tor 10ur pos s ible interest a list or 
the names or the men who attended the oonterence 1n New Yo dt 
,.i th ll.r. Chen, a .od a OOP1 or the que at lena which ll.r. Chen 1e n 
1<1 tb the group i n New York. 

2. Mr. Chen reported that one or CIUna'a own tra!!1c 
technical experts (Mr. T. s. Shueh) 1& leaTlng by Cl ipper t or 
the United States to help complete arrangements here. 

J . ll.r. Chen is eager to proceed with the prelim1nar1 
a r rangenent e and establish the "Chin-co• (I am afraid that title 
r eads better t han it sounds) and there baa been a preliminar1 
dl eousei on in Mr. 011phant ' a o!! i oe thla morning as to etepe 
necessary to take tor its !ormation. Mr. Chen asked Mr. Oliphant 
to suggest legal counsel that the1 (the Chinese) might use it 
!Jr. 0 11pha.nt felt euoh counsel was deal rable. Mr. Oliphant said 
he would think it oTer and l e t Yr. Chen know h1e opinion soon. 

,.. Mr. Chen told me he was e a ger to have you suggest 
some pereon or persona in the United states llbom :JOU could 
recommend tba t the:J consider to place on the oonteaaplated 
Board or D1reotore or the new oompan:J. (He gave me the ill.­
preealon that the7 would be glad to put an7bodY on th e Board 
whom 10u would na111e.) I told him I 110uld transml t his reques t 

to 10u. 

5. Yr. Chen aa1d the1 expect to bu7 the trucks (about 1000) 
as soon a a t1nal arrangeiD&nte are lllfde (and he added as soon ae 
• the1 have the mone1" . •well", I asked, "•111 not the proceed a 
!rom tl'll last sale ot silver be more than adequat e to pay !or 
the trucket • He responded "That mone1 is alread7 as ~od as 
spent, I believe. That mone1 ia needed t or purchases being 
~de now. • I didn't get tl'll impression that he was at all 

certain or it. 
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ONE THIRTY EAST FORTY·THiftD aT~~tl.n 

NEW YORK. H. Y. 

JO r~ • ~ . P. CBJII 

llr. Philo Parker,~ President, Stand.ard Yaculll 011. C~I'AftT 
Jew torlt 

'lr . B. Dundas, Vice President, Standard Vaeulll Oil CoapUif 
lew torlt 

llr . Shults, Jl&n&Silll Director, Standard Ve.oulll Oil Coapan.J' 
Bon& ltoac, Ch1Da 

t!r . J'ues .t.. llottett, Cbairaan ot tba Board, CalitorDia Texas 
011 ~peay, Ltd., lew t orlt 

332 

·:r. Boward ll. Barran, President, C&U!orllie Texas OU Coapan:r, Ltd. 
lew torlt 

;H, Philip L&Pnre, llan&gilll Director, California Texas Oil coapm:r 
Sbaqb&i, CbiDa 

:.!1' . ! • l. ~. Intern&tiaaal ~~an .. ter eo •• lie• torlt 

llr. Bo:yt, In ternational Barnster Co ., In torlt 

.Jr , I", L. HopldniOil, Gceral Motors Corporatian, lin t orlt 

~r , '111ll1u l. Baxter, Cbr:rsler llotor Coapan:r • In torlr. 

'U' , Driscoll, Ford Jlotor Coapan:r, l ew York. 
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The purpose or this meeting 1a to aeek expert advice 

rrom you gentlemen on the tollo•lng problea:-

1· Suppoaing that Canton-Homkow 11&11•~ 1a enntuallJ involved 

in war operations and transportation or ~1t&rJ auppliea and 

export cargo have to depend upon aotor transport ; 

2. Suppoaing that the following 2 motor routes are used:-

•· Chunglc1ng-Jrwe1yang-L1uchow route connecting with ri vor 

aervioe via Wucho• to Hollgkong; in caao Woat River 

traffic ia also interfered with th.:i connecting with 

Liuchow-Nennlng road to Kwangchowwan on one aide and to 

Chong-nan-nan on tho other; 

b. Chungldng-Kwaiyang-KW!!!Ilng route connecting with KW!1!11ng­

lia1phong Rail•~ to Haiphong. 

3. Supposing that it ia nocoaaary to ahip 100 tone of woodoil 

per ~ lll1.nUlum from Chungking to aeaboard and a given quantity 

ot gaaoleno and other oils from seaboard t o the interior; 

We doaire to know:--

1. How many motor trucks or 2i ton capacity are required t o 

maintain a continuous !low of oill 1n Ill d out at: an average 

rate or 100 tons a day tor woodoilJ 

2 . Could tank wagons be more economically and more conv~niently 

employed; if eo, what number; 

3. Would it be more econolll1ea1 and convenient to use other kind 

ot vehicle such aa diesel engine trucks, etc. than motor trucka; 

4. What aort ot oquippenta and organization such as repair ahopa, 

service stations, supervision mechanics, etc. are required to 

maintain an efficient aerviCOJ 

&. What would be the eatilllated coats of the trucks , equipzent 

and installations; 
What would be the coat ot operating a deterlllined number of 

and a service organization; DOrmal coal~~ aa well •• costa 
(1. 

contingent upon war conditione; 

IIO'l'Jta CIJ>n-c)dns - !""-' ng ( 'X\IJ:IIW1l\l l 
Chl.lll6kins - LiuehoW 
Chnn8k' ng - Ch.nspenkWan 
Cb,ngk1ng - KwangchOWW&D 

1,148 111aaetera 
1,120 • 
1.~ • 
1, (165 • 

7 daJ• 
7 • 

11 • 
ll • 

Regraded Uclassified



\ -

ON Tilt: 
LUNGII;\1 1\NO 

IN Ct:NTI-:,\ L ('I liN;\ 
A.'ltlt 

«tOttlll 141111 

""' 

Regraded Uclassified



1\f\k/335 
)>r '_ 

MJD GRAY 

BErlin 

D~ttd October 12, 19~6. 

Rtc ' cl . 9 a . m. 

Secretory of St~ te , 

•roshin: ton. 

541, October 12 , 10 ~ . ~ . 

humber Gl . !-'OR TREAS'JHY :·RO! II~ATH . 

The Gn'l!'on controlled "rc:1u f c'\tnrcs the grcot reduction 

in currency circulation ~nd Rtich&bonk credits shown in the 

Re ichsbtmk cta tcmcnt for the fil•ot week of October . 

Thus, currency circulation which hcd ~ncreased 1 , 219 

million rEichsmorks during September dccrcnsEd 5 , 600 ~llion 
reichsmArks during thE wEEk to ~ total 9 , 640 ~llion r cichs­

mArks on October 7 as comp.'l red >lith the 7 , 019 million 

reichsmArks on October 7 , 1~37 , 
Tot~l Rcichs loons end crEdits dccrc~std from 8 , 223 

million rcichsmnrks on September j 0 to 7 , 357 million reichs­

mcrkfl on October 7 . ou scpl.e":!'ler ? , 1936 , totnl credits 1rerc 

6 , 407 million reichsmnrks und on October 7 , 1937, 5 , 321 

million reichsu>=•rks . 
T"nere t~tre r q:1nid dur1 ng the first week of October "· ';~ 

some 52~ of the fresh Reichsbonk credits grxoted 1n Septt~ 
ber. For the first neck in Se?tembtr the re?OJmEnt of 

fresh 
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MJD -2- No . 541, Octobtr 12, 10 o . m. from Btrl1n 

frEsh ortd1ts was 32%; durin~ thE first wEEk of OctobEr 

1937, 36% of frEsh crEdits wErE rEpaid . 

33S 

ThE dEcrEasE in currEncy circulation durinG thE first 

wEEk in OctobEr was 41 . 5% of thE incrtast during thE calEnder 

month of S~tcmbEr . HowEvrr, ~urine thE first ~Etk of 

SEpttmber 1936 'Uld thE first WCEI~ Of Octobtr 1937 thE dE­

crt:lSE in currEncy circul~tion ~r~ctica1ly EqualEd thE in­

crEasE in c1rcu1Ltion durin: ~hE prEcEdl na month. 

From April through M:~y of this yto r thE TrEnsury h::.s 

monthly bEEn 1ssu1ne ::.round 500 million rr1chs~~rks worth 

of short tErm Trrasury cErtifica tEs . Auzust sEt ~ nEw rccord 

in this rtepEct vtl.th r total issuancE of 610 million rdchs-

mc.rks. Thtrt was :llso an incrense of the rovErnmEnt crEdit 

with the Rcichsb:mk of 17. 6 million reichsm::.rks . ThE re was 

an offsEt, howEVEr, through thE rEtiremEnt or 103 million 

rcichsmarks of old TrEasury cErtific~tes during thE month so 

tha t thE total incrcosr in the discloetd floating debt of tht 

Reich during August was only 525 m~llion rEichsllk'>rl<s to " 

totnl Of 4 , 513 million r EiChsmr.rks • Of thE 610 million 

Trtnsury ccrtificotEs issuEd in August somE 256 million 

rEichsmarks wrrt sold to investoro, thE rE!!k'lindrr bring 

prEsumably issuEd dirEct to contr~ctors in paymEnt for 

Govtrnnu:nt work . 

It is to bt notrd Lhc t tht stock mr. rkt t index for the 

first 
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MJD - 3- No. 5 41, Oc tobEr 12, 10 a , m, from BErlin 

first WEEk in OctobEr incrt~atd to 106 , 9 (1924- 26 tqu~1 100) , 

This is a rEcovEry of nEarly fiVE points f rom August nhtn 

t hE indEx ht•.d fallEn to 102 , 16, Tht hiGh of thi s yE'lr "~o 

114. 83 in April , 

W7C 
CSB 

"' lLSON 

• 
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RAW 

SEcrEtary of Statc, 

Washington. 

1163, OctobEr 12, 11 a .m. 

PLAIN 

London 

Da~cd Octobtr 12 , 1938, 

Rtc 1d 9 25 : o. . m, 

FOR TR EASURY FROM BUTTERWORTH, 

ThE following commEnt by thE City Ed1tor in today's 

TIMES is worthy of notE . 

"ThE rtnEWEd wEaknEss of stErling sincE its sharp post 

crisis rEcovEry has bEtn widEly vitwEd in thE city with a 

complacEncy not wholly distinguishablE from vEilEd plEasurE . 

It has not EscapEd notiCE that no grEat Effort has bEEn madE 

by thE authoritiEs to chECY tht movemEnt and that dEspitE thE 

fact that stErling has now deprEciatEd by somE 10 l/2c sincE 

thE ratt crossEd thE old parity at thE End of August Wash1ngtol 

appEars to havE takEn no ·sErious EXCEption to what has oocurrtc 

Much of thE dEclin E in stErling during t hE past wtEk has no 

doubt bttn duE to factors which may in varying dEgrEEs bE 

ttmporary - thE continuancE of ContinEntal distrust in thE 

EuropEan situation, sEasonablE oommtrc1al donand for dollars 

and thE risE in Wall StrEEt . But thosE who arE convincEd by 

thE cvidEnCE that stErling bas b EEn and is ovErvaluEd - and 

thEy art in a majority - sEE in this movemEnt a possible 
adjustment 
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-2- 116~, October 12 , 11 a .m. , fro~ London. 

adjustment of thE exchangE valuE of sterling 1n accordance 

•ith our real commErcial needs . It ie also thought that 

some at least of thE adv erse factors affecting the exchange 

will bE ~ore than temporary and that some permanent rclitf 

will bE found in the maintenance of a lower rate for sterling 

against the dollar . It certainly seems probable enough that 

tht demands of expanded rearmament will tend to increase 

rather than lower tht costs and pricts of 9ritisb goods 

relatively to those of our competitors . And the desirabili tY 

of a lower rate for sterling is thus likElY to tncrcasE r ather 

than diminiSh duri ng thE next year or tVIo . It is also neces­

sary to reckon with thE possibility of tht loss of some of our 

trade with Southeastern EuropE in favour of Germany although 

a~~ittcdly the total volumt of such trade has in recent years 

bttn smnU . 
Unfortunat ely however it i s unduly optimistic to fttl 

that n fall i n sterling against thE dollar constitutes nn 

easy curt for any cxtsting overvaluation of tht pound. Tht 

relief provi dEd by a dEclinE in thE dollar ratE ts economically 

~ort apparent than real for thE UnitEd Statts together with 

othEr arEas whosE currency is bostd on tht dollar ts of onlY 

limited importance as a markEt for or competitor o f Bri tish 

exports . So far as it goes thE relief provi ded ls welcomE 

and vl
1
lunbl t . But it must bt rCIIt'llbertd that thE great 

bulk 
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-3- 1163 , October 12, 11 a . m., from London. 

bulle of Dritish oversea t rade is in rElation to competitors 

and markets WhOSe CUrrEnciES arc Ei thtr fli thin thE sterling 

bloc or can for practical purposes bt aligned with it . The 

bclga remains tor the timE being linked to gold and the dol­

l ar antl both the Swiss franc and the guilder have durif16 the 

past week or so pursued a midway course between sterling snd 

the dollar whereas they had come to bE more or less definitely 

linked to sterling during the peri od immediately before the 

crisis . But even the Swiss franc and the gui lder tend now to 

follow any declinE in sterling at least to some extent whil e 

the r~aining European currencies art either linked to st erling 

or arc controlled - as in Germany - in such a way that the 

effective exchange rate can be made to follow any movonent 

i n s terlior at will . Our extra Eurcpean trade again is 

l argely concerned tnth countries (the dominions first and 

f oremost) whose currencies arc ei t her wholly or to some ex­

t ent linked to sterling. Conwcnt hos been madE before in 

these columns on the tact that thio country is no longer in a 

position to usc depreciation of its currency as a deliberate 

act of policy. The only currency against which even passive 

depreciat i on is possiblE i s thE dollar and only a very limited 

and partial correctivE for any overvaluation can be obtained 

in that ~ay . The absence of any na tural corrective in the 

sphere of thE exchange rates is tndttd a very real problem 
and 
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-4- 1163, October 121 11 a . m., from London. 

and on e which could not find :my practical soluti on H solu­

tion prov ed ncc csso.ry except by n Egotiation b t tYIEEn members 

of the sterling bloc . Whether thE problcn will become prtcs­

tng or not at an early date may dtptnd v ery l!>I'gtly on the 

domestic effects of the anticipa ted expansion of the ~rmamcnt 

progr amme • " 

The dollar opened strongly bid at 4. 75 with the 9rttish 

contr ol checking the cpprtctation a a it v1rnt to 4 . 74 1/8 the 

pressure has b EEn extraor d i narily heavy . Gold fixing wna also • 

unusua lly l a r ge 570 bars ot 146o 5d whi ch io about pari ty. 

Since 239 b·1rs were mnrritd it i s obvious that the British 

authorities hod to put into t he fixi ng over 300 bors . Vlith 

the weakening of ~t crling the f ranc has streng thened o little 

and moved a~ay from the l evel of recent days of 178. 93 t o 

178. 83- 86. 

lt£NNEDY 

HPD 

(Fi gs 239 300 178 point 93 178 point 83 - 86) 

J 

'" .. ' VI ••• "tJ 
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PAJW'BitAU or Tm.mJWI RIOIIVD 

J'R.Cih AMrlo&a lllbaeer, Tot,., Japan 

DATI:; Ootober 1.2, 1931, 11 a,a. 

10.. 11&8. 

, 
The o-erclal .Utaohe of 'tbe J:abaeer bae jud 

reoehe4 lnfo:rw.Uon troa 't~ Bank of Japan 'tbat OD 

'the 88 ~ID'f.l Jl.lJll1 wllloll ea1le4 Oo1iober 10 for the 

UD1te4 Statee there we a ehlp~~ent of gol4 1D 'the aaoUD't 

of 30,000,000 r•· 

GU'f, 

3.¢2 
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RAW 

SrcrEtary of StatE , 

Washington , 

1165 , Oc tob Er 12 , 7 p. m. 

PLAIN 

London 

DatEd Ootobt:r 

REc 1d 3 :38p.m. 

FOR TR EASURY FROLI BUTTER\70RTH. 

Tht city 's post- crisis mood of oppraismEnt rEftrrtd 

to in previous tElegrams was today EnvElopEd by anothEr 

wavE of pessimism . Tht immEdiatE causE is thE prominencE 

givEn in today ' s London pr Ess to tht manner in which GEr­

many intEnds to txploit hEr advantagEs in thE Danubian 

343 

and Balkan arEas . This in turn has ltd to further Evalua­

tion of tht intErnational situation as wtll as of tht econ­

omic and financial difficultiEs facing Great Bri tain. But 

on all thtsE matters opinion is floundering about . In tht 

aboEnot of clarifying facts thE city ' s gtnEral conclusion 

is that "th E outlook is uno Ertai n and probnbly bad" . 

After thE Early morning (mY 1163 OctobEr 12, 11 a .m. ) 

thr dcnnnd ror dollars abatEd and during thE rEst of thE 

day thE volumE of t r ading has not bttn lcrgE duE cainly to 

tht t' nJ: t that !lEw York wns closEd. •rhE rotE has fluctuatEd 

ar ound 4 ,74 1/4- 3/4 . In thE aftErnoon thE franc wEakEnEd 

again and thE r a t£ movtd to 178 3/4. 

CSB KE!'NEDY 
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P.lJW'IIIU.81 OJ' !'CJ.IGIAM UOIIVID 

JROih .laer1ou llilba•e:r, Pub, J'l'uoe 

DATI: October 12, 19S81 4 p.a. 

10.& 1?40 

JROJI COOIDWI. 

At twelYe noon today I Y1e1te4 at the Bank of 

France. Tlaue had b- a elipt iaprOY•ent 1n ~e 

f ranc tbie aornins, an4 there wae no i nterYentiOD OD 

the •arut b;r the J'l'ench etabilisation tund. l!iO ,000 

pOWBde were loet b;r the J'renoh etab111zat1on fund :re•­

terda:r, and eoo ,000 pow~ de on Konda:r. 

The Britilh control bad loet about s,ooo ,000 

poUilde 1n gold and dollar I 'b;r noon toda:r. The Bri tilh 

tund loet 3 1/3 llilllon poude on Tueeda:r, and 4 1/8 

a1111one am Konda;r. 

Ae for the progre11 'bt.in& aade in the prep&l'ation 

of J'reob. flnanoial deoree lawe, the Bank of J'rance 

bad no 1nfo~Uoa. 

liD SIOtiOI 011. 
nUIOJ. 

IA:LII 

' 
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P.utAPIIIUSI OJ' TELWW AM lUOIIVJ:II - 810TI01f RO, 
lo. 1740 of Ootober 13 froa Pa.rh. 

Todar the Bank of l'l'anoe t nYoioe4 for ehipaent 

on the 88 QUIIB KART 585 aillion franoe gold bare , to 

go to the Federal Re .. rYe Bank of In Tort for aooount 

of the Bank of lngland. 

Th1e afternoon there b&e been f\lrth'tr iaprOYBIIIent 

in the franc, both spot and forward. J'l'enoh rentea ban 

gone up. Sterling 1a reoehing enUre pre .. ure froa all 

sides, and it 1a reported. that forward ae well aa spot 

ratee are being supported b7 Britieh control. Greet 

Britain, aooording to continental opinion, must bear the 

brunt of present international diffioultiee, with the 

resultant etrain on eterling. 

EliD dBBAOJ:. 

WILSOI. 

(, . li:>~l'l 

14:Ln 
~~ \; • 

••f ' . ·~ 
' . -.. .... .. ----
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PARTIAL PARAPBRUI 0!' TELIQIWI UOIIVED 

ftOK: Aaerioan lillbauy , Berlin, Germany 

October 12, 1938, 6 p .m. 

5.:5 

Ho, 33 FOR TRJ:ASURY FROM HIA'l'H. 

346 

\ 

While the Sudeten l.nhabi tanta now haTe the priTilege 

of converting their crowna into marka at the rate of one 

crown equala reichaaarka 0.13 (sea_, •o. 20) the officia l 

rate for transfer• between GeriUIZly and Cseoboalonkia re­

~~~aina cooatant around one crown equale reicbamarka 0 .086. 

Today ' • financial preea pointe out that the over­

valuation of •sudeten crowns• for oonversion purpoeee by 

39 . 5 percant OTer the official orown-aark rate almost 

ex.aotly oorresponde to the 40 percant difference in t he 

'llboleu.le price indicae of OaeohoelOTakia i n Germany 

mea8Ure4 i .n gol d (on the baeia 1939 equal 100 the Ger-.n 

wholesale index is 77 and the Ozeoh 66) . 

It is soa81dl&t amuaing to note that despite the differ­

ence in wholesale indices the Gel'lll&n official index abowe 

lhing costa to be only 31 per cent higher measured in gold 

than the Ozeoh index. (sa a a compared with 88.) 

The usually well in.foraed J1UlllniRTIR ZliTUJIG i ndioatee 

tbat conaideration waa given t o aeaigning an nan higher 

oonTeraioo T&lue fr# •SUdeten orowne1 • It 1a poilated out 

t hat the Genl&n aTer&ge i n4uetri&l hourly ~ ia reioh.-rll:a 

0 .'78 wbereaa tu aTer&ge hourly~ in thirty-two Oaeoll 
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induatriea in 1938 wae reioh .. arke 0.37. On thia baaie it 

ie etated that a oanvereion rate of the mark for the crown 

of 16 pfennige wae indicated. 

'f11ih reference to the r1111ore of Oceoh-German oustoae 

and currency union (reported in my telegru lio. 19) the 

Ouoh Legation insiete that no suoh offer has been •de by 

Cuchoal.o't'&kia nor hae Gerlll&lly aade euoh a requeet. Shoul.d 

suoh a move b e receiving serioue consideration by Ozeoho­

elov&kia, it wou.l d ae• t hat they would delay it aa long 

ae there was any poaeibility that England would grant t hea 

a loan. The remark wae -de by a member of the Bri tieh 

delegation t o the oonferenoe here that he assumed in London, 

Peroutka of the Oseoh National Bank (who. i s there now pre­

euaably with regard t o the loan) waa probably being aeverely 

queetioned aa to the cuatoas union r\lllor. !hie Britieh 

r epreeentative atated it would be •uuueual1 for England to 

IIIAke a large loan to a countr y which wae IIIAking plane to 

incorporate itself eoanoaioally with Germany. I n eaeence 

suoh a loan woul d be equivalent to giving it to Germany 

to complete the four-year plan launched for ailitary and 

eelf- euffioienoy 1n raw aateriale . 

'fi LSOJ. 
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DEPARTMENT OF STATE 

WASHINGTON 

October 13, 1938. 

The Secretary of State presents hie compliments 

to the Honorable the Secretary of the Tre&e\UY and 

encloses for hie information a OOPr of a letter sent 

to the Vioe President of the J'ednal Reeern Bank of 

Jew Tort, regard a proposed transaction 1nYolv1ng 

the importation of gold from Brazil. 

There 1e also enclosed a oopy of despatch No. 

922, September 26, l938, from the -'mer1oan Embassy 

at Rio de Janeiro. 

Enolosur .. : 
.le 1tated. 

.. 

' 
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Ootober 13, 1938. 

111 dear •r. boke1 

fbe A.trloaa ._~aador a t Rio talt~rapbld on 

October 10 tbe followtac trlUial &Uon of a latter to 

bia Uted October 10 , 11£Did b)' t.ba ?real dent and 

Dlrtotor of bo~ of the Bank of nrazU : 

"'II U b raf~renoa t o our letter of AU£11.1\ 

Z4 1 19 31 ooa.oern lnc tbt ~mdarl\&ndlnga reaob~ 

be1wlea.· tbll Bank &lid t he Fedlra l . RIIt!TI ~Ilk 

t b ,.,.b fOur lnUJMdlo.l'J', w hue tile bone r t o 

ea.oloat till draft for the tln&l ag.re••t for 

the aatabl lal:u&nt of a gol d fund o! tbe Oonrn­

e~ of Br&all wttb tile f ederal Reaer.e Baak 

wblob •• ue av:U10rhad to •lill on beb&lf of 

tlle OoYern.•t of Bradl , the aut hority for whl ob 

wUl 111 the bt ublbl ttcl. 

0 RtqUIIUJ18 Of Your boalleaoy the Un4MII 

of traae.ltt l nc tbt teat of the enoloald dra ft 

t o tbe fllo&l agea.tl of the OOYIJ'llllftt of Ule 

Ua.ltld Stataa, •• would aopreolate their o pinion 

1a •4tr t.Mt •• aar oonollldt t.be ooatraot la 

q .. att.oD . 1 

Tllt ._._ea&dor e\&tll tha t tlle pl&ll r eoe1Yed wltb 

the letter 1• 14tet10&l wltb tbe pl an tr&ll8a. ltttd With 

tlle .. ~.,.·· teepattll 1o . 922 of S.pte•Mr ae, 1931, 

---

')/19 
v "V 
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---
.,_. tM '""''- ol ._,ele 1 of •A~umat• nu. -

OOIIS ..... U fol~l •1a ..,.a&.,. w&a tM -..tmmt 

elpet Mt..- tM S.U.ta~ of tM f111•~ of tM 

UDUM 8\ateo t II'. IIOJ'Ifttllul u4 tM Ualetar et rt•ue 

of anau, ~tt. ~ 4e Golla Coet a br hUn of Jul)t 

15, lUl tM .._. of lnaU la Ue oa pult)' u offlebl 

~'· ot ena...• • OOPf of 4eepatoll eo. e~ Ul4 ue 

IDolO ...... ll oaol ..... Tllll lillliU.,1 1 telepu M41d a 

r~q~~Mt of t1111 111M of an.au "'-' J'CN be lafoned *' 
Ull UipMat ot .. u -.e foi"'&Nid oa 8opt•lllr 39 oD 

tbl I t I e .. lp fUTIRI Pltllta w.lcl be tu.ftlcl OYII' to 

Ull rMnal All 11 .. Blat la I IW \'or~ la aooo~ '11'1 ~ 

\11~1 lUtftftlOM beliiC .. , to .._ Oual'aa~ TI'UH 

eo.pur 0..0' r 10. TM llak of llradl ct.Mll'l tu rldu al 

~ ... -.at 11 ... Tort to aooept thla cold ae thl flrat 

clapoolt la 1 teU• wl"' U. .- plu. !lila PICOIIae 

... et&W • M a •" a• ,.._ tM prounu rope..W la 

tbe ill....,,, tel...- 10. aa2 1 4etld Dept•MI' la, Ill tM 
~ 

Bad ef .... u _. wlMIO t1 a..U MlU .. * pU. 

-ftlll ~ .............. tell ......... 

OotlliU U ,_ .. ,...,... aeqwtlltl .. a ..a&• ~ the 

--
, ... retial ......,. laM ot ... Ton at * ..u.n 

peullllo •• ' te tM ..-...,•• Ml...- Jo. ... ,,.. 

Dli'Mtel' ......... - ..... , ....... ., ...... -

Mild 
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telJM rn n 11 eat • ... w&U-. ,.._ te ..u .. 
,.u ........ a1...., ........... ,.. _, ... .. 
~-..tlatll4&_b_ .......... ,_. 

" ·~ ..... 
~lohta, 

.tee&et&t ~ • li• Ha ' 
I 34 .... &ftabe• 

...... =., .. . ..... -· 
?•••·-~-­..... ,.. .... .a-

d dl Ida 

JAan.aan 

' 
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11M te ludn, I ZW'' t• .. , U.. 

llo . . ... 

SGBIJII"fl lll!t'J ' of Oe1& te tu Vsl'el hneeo 

~~~~ ftUS OOI'IJ8 BY AI•m DWDIMAftOII _., 

!be l uta*'.rf of ~. 
~. o.o. 

811'1 
l _.,. •• ..-r \o rot• \o WI • ..,.wll ... - of 

o.p,.-. •• ••·st'"b& • ntlf of 'bO ._. ot .... u 
( w , ... euiftlf ooat1..-1a1 ·-uo•• r.- • h&trl -··0 ... ot .. 'lsltl ..... 1 ........ 1-· ~ 

' " • oota~llill ' Q •o IIUk ot .... u of a pi •• uo Ia 

~Val ........ . 
1 ........ , ....... ,..-~.,----ot Uta/ 

• 
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~· .... .r llftaU, lJa -n._.., • ann ,,._, a- • 
b)' tM 'Dl~Mr ot • 'mce, ttW ~alii,_., of thla fP14 

to \bo , .._1 a. .... Built. Ootr 11114 tnut.tloa aM­

elo.... fte l>innol' ot bebaDCO ...,._•1- t h•t \Ida plaa 

t• purely t•teun, 11\4 tbat 1\ ~~~&•t -. pe ... a lqiCIII llr \be 

llbbtn ot rirulnee, rr. a44a tllat 1\ 111 Ilia -.p..tnS.. ''-' 

tho llblftal' of f lllaAoe wlU ••• ~ tbe Jlan t h la ...-. 

'fbe Dopot1 at wU1 aote tbet t ll• plm 111 «- 'liP lA 

oontcmaltr wlU the ... Mt a .. ~la'll of Jill)' 11\110 ?OfOJte4 

a -.:t no. 1615, Z'G11 '• u - aD4 *• u1, Jur ia, 1 p ... 

5ne'Pf!1EII' 

P • ll, r:oottm, 
eouaaelor ot ~.,. 

1. DJoat\ Plan a in Port~••• 
1, lft4>.llola tnnald1011 ot abono 

131S/ll'fJ 

rue ... •t.u 
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.;oolo~~" to Ce~rpaUb No. t&a or Sep\e~~tber £6 , 19~ .. u t ~ 54 
trOOt \.be JDabaaar at Rio te Janeiro. 

~ rolao\ ( OF \bt Fo£¥!lOp ?( p l'.ol4 'Wid 4bt'9;1 •• 

1 - M :~ roY14" tor 1.a lleeHe llo. II,&M or Deo•llw t 1111 
&el4 apacS e aoqu 1n4 l17 tba Baa II: or llrazll t or t ho' acoouJ- t 
or t l'e 0 a4eM l O...va rnt<.ent ~naH\.V't8U 01 t unCI Col" t.llo 

l<at.l oMl U..t«"r..., a ne oa11 only '11ft &J p\lal' ror t..'l \ a ;-u.rro••· 

& - ln aoo<lt'da."u ..-it;ll aont14aotlal h 01'1fo\ 1;o. ~9 c r Jul7 11 
19M, tlla Winh\er or t laaaae ~tae allthorhoc1 to r.tt ' 
abra.4 t he matallic tpl¢ nlron¢1 aoqui r•O o~ wnicu will 
be aoqui rad durlnt a period ot one J• •r oo~&n\iog fro~~t t he 
lla\.a or t bnt door••• i n axoaaa or &a tone. Tbeao r oeouroeo 
ere t o ba utilized tor pa,.ente ot obllgatlona asaua.d bJ 
t.lla 'l'rceeuJT t or bllildiog up t.he \o ~ionlll r .. t en<a. 

S - In oonroDai t J with t b6 a&raomant eicnod bet .. on t he 
Jaore t arr or Tre eury or the United J t at ee, r. ~rcontheu 
Mn4 t be .• i nletar or F1nano• ot Bresi l , r. AUt bur de Sousa 
Co• t a , b7 l atter of l uly l b, l 9S7, 1\. i e ~~•elblo tor \.b ie 
tun4 to be dapoeitod with t he Federal Ro5orYo Bank o r l~• 
York ln lta oapeolt y aa t iaoal ageot.e o r t ho Covernment or 
\.he .Uni tad J t a t ea. 

t - Still l o a noor4 with t na aama proYi al one end eocsldarlQ8 
\.:>e lllttl.oultleo or tr&J~etera l u t n• a xoh&D8• mal'ltat, on 
t he one hao4, and the urgent r aoen l ty or eat.1e(J1ng ob­
l1K&t 1ona alra&OJ &aUUd• d by ~b• Oovero~ent i n bu114in& 
up t ho :lo t i onal Defenee, on t. ha othn hllnO, t hie Mtall1e 
reeorve con be uead aa ool latorol wi th the ' • deral Reaorva 
Saa~ r or t he ope ni ng or an a~uivelant oreJ lt whlob not 
only avo l4a t he t=odl a to a.ll.t nuUon or t ho sol a eent, 
Lakin~ nOvantago or the o pport unity tor tba tuturo coo­
Rorva tioD ot a atooll: outolda ot t he oountry, but a lso 
t aoilltatea tba ax~out.lon or t. be r roYlelooe .-ntl onad 1D 
c-toHe ;;o, MI. 

6 - ror t b i a p~?O•• the t ol l owln& i ne\.r•ot i ona ere eet out: 

a ) Tb. aaPk Q( Brazil 1e au thori zed , • • orrtoi al 
~&&aut or t.ba """Ulan ua..-ari:IIIGAI. , to a l~ the 
naoes nr-, aaror.a• nt wl th \ be Federal RaMrft Sank 
un4al' etA oendl t.iou• Mt. out \Ml' "• tba ;;c..,rnJ:ent 
Ol t ba UnitaJ i tataa ~elDK 80 &~Y1aa6. 

l -

~ I lD t.hoaa ciru~tanoaa all op•rationa ra&ultln& 
rroa t ba tapoait of thie &ol d oollat~ral ao ••lto•• 
~l•• z~~!U~ ~ :::./1~1t ,::a n!!:1!t o::t:Vzf~~ Brasil 
1=-ita ~"a.aitY •• orrso1al rev1· .. eut..>\lY!'b~r ~~: 
BradliaA Gover-at and whiob 1o re>apona nt~tle4 
th~ o~li•a.tlooa aaau~4 •• wal l •• uai~ ~ 
~o the rliht o ~oeultlnt r roa those opor~t ena. 

6QlsfbdN't 

~- n--~ or n--• '1, 1n l\8 oep&oity 88 ortlolal ~~D' 
·- - ...... 111 -· ~0 t ba re4oral 
or t.be Brazlllan Cov .. rnaoeat, w • .,.,.. 

Ret! W !Ill 
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lleMno llaAk ot In York, lJI ita oapaoi\r aa t1M&l. 
acoot or t ba OoYoraaao\ ot \be Uaite4 S\at oa or ~rloa 
.. \&llio col& 1A llaro or eolJio, ac.&ape4 (atoritol or ' 
oua1Ao4 ~ tba\ llmlk, up to t ho aao~~nt. or t to,ooo,ooo. 

a - Tbh coltl will Ito aaro~ried ia Ollato4r aaa1Aat. oor\1-
tioat.oo ioauo4 ia 4upl1oat.o ia \bo c.ao ot \bo 8aDk ot 
llnsU, aa acoot ot \bo 8nsil1aa Oo••r-at., lh ut.Ui­
sation ltoiac 4opon4oat. on t.bo oxoout.ioa ot t.b o olouooo 
ot t. bo proaon\ oontraot.. 

a - Tbo Jo4orol Rooono llaDk cuarant.ooo turtberaoro, tbo 
oalo or t hh .. t&llio col4 at. anr u .. , agai n a\ 4olla ro, 
at t.bo prioo o r tho ma r ket. io Now York. 

6 - Tbo Jo4oral Rooon o B&ok wi ll e rsnt. to tbo 8&Dk ot 
llrazU, oro41\a oquinlont. to t ho gol4 4opoo1\o4 wlt.h 
it. tor \oloaraphio utUhat.ioo ao4 w-.4or t bo ooo41 Uooo 
a eaUoDe4 ltolow. 

0 - For l.bo\ purpooo t.bo Podor &l a .. on o BaJllt will bo 
aut.llorisad t o uao ao .urot.r ( oau,lonarl \ llo quaot.i\J 
or aol4 oqul• &lont. t o tho orodit.o .. nti ooe4. 

6 - A&a1nat t boao erodito tbo Sank or Braz il will aoll to 
t ho roooral Roaono BaJllt t bo oqu1 'faloot aWUI lJI Braaillao 
ourronoy to r liquidation in tho .... period •• tho oredito 
&D4 whiob will bo bolO at tho 41opooit1oo or tbo Bank 
ot llraa1l, aultJaot to (•iooulada) liquidation ltJ tho 
B&Ak' a roprooontati'fo lJI Now York. 

The Copd1~1oga ot Cre41\ 11 New J ofk. 

a ) Tba orodlta wi ll oorr .. pon4 to tho n .lue or thO 
aol4 Oopoolto4 at tho roato or t bo doJ i n New York. 

It ) Tho por1o4 will bo tor one roo.r rroa tho elate 
or ita ootaltlisbaoot and t hO r onowal will 4opoo4 
upon pro'floua ooo.W tati on or liO daya. 

o ) Tbt i nt oroat will bo ooaputod ot. t.be rate ot 
1/tlft altoYo tbt anraao or t ho roolaooiiDt rote or 
\)Ia Jodoral Jlo .. r ft BaJllt 4\U'lDC tho pro'fioua 110&\ll, 
payable ••1-uallJ upon adrt .. or tbt Je4oral 
Roaono llank. 

4 ) It at. &liT \1M t.ha ll&llk or Brasil 1a not ablo 
w oOTor t.bt 1Ulliqu14ato4 balanoo or anr or thoH 
oro41 t.o t.ba roo oral . RNono 8ank ia aut borbod to 
utiliso'tho aol4 oot aai4o •• aurotr (oa u,1oaa4ol 
ror tho \ purpooo 1o4opoo4ont. or anr pro'fioua aot.ioo. 

H: l!'f1!1ft!.o( \h• lt4tr&l R!IOa! heJs'• we•t. .1.J 

a) Tho oro41h opoao4 i o Jl..., Terk will oorroopoo4 
be 8&1 ~ tbt 8oDk or snail w thO Jo4oral 

~a!rft ~ ot BroaUW aurnaor lJI lta oqllift-
1 .. , at. t ho dailJ •~lllnc rata tor tho dollar. 

t ( The!! 

' 
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\ 
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19 mmoa 

1 - a a ,.,... ..... rew •· la.NI, .. • •• DneMro ._ un 
o oure • oep6CI1e a4(1&1rl&o pelo llaaoo oio liraoll r ' 
ta 6o ~era r.a-.1 oou Utue o fllD4o t 11 t.rw~ :.~ 
nal, - 11o .. o •eo ~., .... r agll ..... 

a - Do ao6.r4o oa. o cl.ooreto r o11orYdo no. c;u 4o u •• J.UO 
.. uae, flow ., llllah~I'O tie JUO!IIIa llltortu4o • -
t.r para o ox~orior, 4o o~ ao*'lloo ~' ~4quir14o • 1 
a4q~&l:ru, u 110rl• to u ~tao, a oootar da •lata t o ..... 
.o 4aora\o, • par\o ,. • •ae&or • a toaalallaa, ll\1Uaaa­
to ••••• roov.o1 ... pes ... atoo to oOIIp.,., .. oo aoaual-
4111 ;.olo ToiiOill'O plll'a o ll))iU'ol:.W... .. \o &a t.r ... aooioael. 

I - i1a ooalolll.l.4a&o to aolr&o rtrueo Htl'o o CooroUrlo to 
Ooororao too &o\adoo Va14oo 4a ..... rioa 4o tlor\o, Sr, ... , 
llklrpa\Mll • o Aial8\ro &a raaHIIo 4o Oonno 4o 8na1l, 
or. Ar\IIV •• Sota• Ooa\1, por car\a do lti b lulllo .. 
111a1 

1 
toi'M•OO poM1'fel bao laa~ro h 4op6dto SO Po4o­

nl Boaono llaalt, •• >l .. 'iorlr, u qua1Uato to a&ntoa 
tlooale •• au·- ... C.tacloa liD14oa • • ~~·· .. !lor­,., . - .UIIM 4o aoi...Y - ao •-• 61apoa1 ... o, • oou14eru­
to-ao aa 01tlouUa4oo 4o ~.ranoterlnol .. DO - roaao ou'tllal, 
~r .. l • tot a a llMOao14ado lll'&anto ~ aauora.ao clo ooa-
prcaaloooa ~" ao-14oa polo Oo•orao 110 operel.ballicto cia 40-
ft:~~& auoioa~al, Jllll' Ol.l'o.ro , I)O.So ii101ao laotro •dlloo aer 
oa uool <>nato ao rot•r•l RaMno llaak ooatn a a'tlortlll'a to u.a 
...... uo aQIIheloato, o QllO eY1ta alo .. • I.Mo41ata allollo­
,ao 4o 011~ on•1~4o , apruYolta~ a oportunlda4o •• aua tu­
tu. oo ... na"o • ootoq•• tiln 4o Palo, 00110 taolllta a 
excol&'lo 4o dot"ral»to ~&lo ol\.a4c. bouto 5o. MS. 

b - l'ua t&1a otol klu, tlaw& o ata'tlologl&aa •• aot;uu~oa 1natn• 

,a ... -

l -

a ) • l loa 0 !la::IOO 4» Bnoil 0\i,OI'lS&Io, 00110 I &ODU o­
t1c1al " Gonrtlll -..aoUdro, a tlraar o DOaoao61'1o ao61'4o 
•- o htanl Jloa..no 11ea11 ••'" 4aa oo ll41 ... o oata'tlolM1• 
4u o q110 abalxG • ti'IAM...,_, to 11110 oeri oot1t1aa4o o 
GoYonlO dO& f:.'lt&C.oll 'lui cba 11& .ldrloa clo Nor\o• 

b) - neuaa ooDill,ha, to4aa •• op•n•ll•• tooorron\oa 
&o 4op~B1 to 0 oo••lo tlaao ulli'O, eoM 4oa orU.itoa • ~­
Torlr. 0 "" c cnt r&-Yal6r », Brlldl, ••• toi\aa o .a - 4o 
a..oo 4o BrsaU aa quel14&4o to repru•o'u" ot1o1al •• 
GoYeroo Bni 1la1ro qua r ospoodo pol o• ·~~·•o• aa.-1• 
doe aao1a oo• ao arroaa eo 4lnUoa 4dao tooornnt ... 
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4 - ~r::1:~~.::~:!i=~~~~~o:::!'~~.·~a:~::.:~t:~~o11 oe 
!!!!~'lo Ulegritloa e eob u oondi •&"c " 'Un t e' n.~~o~-

b - ~~~ra t al etelto r 1oar4 o reaor al Roearre Bank autor1&&4o 
a oa~onar a quant14ade de ouro a4ul• aloote a dltoa 0-~-
41 toa. "' 

6 - Coatra laaea crHU.oa, o ll&noo do .. r u ll nn4ari ao t e4e­
ra l aoaen e ll4u1k a ilapor t.&nol ll oqul'r/J.leota && sooc •8 braal­
h ln, par a 11qu 14atlo no """"~ ; raao doa Gr44Hoa ~ qua 
ear' ~n\14& ~ 413poai~o do sa~ B&Aoo ~o ~all, •1oeu­
la4a a liqu14aflo de aou oorreapoodente aa Now lort. 

DA$ CONDIGO!S DO CR§DlTO 

a) - Oa orldltoa aarlo oorr• • I•On<lont u ao Ta l&r clo ouro 
4evoa1todo, a taxa do 41a am ~·· l cr k. 

b) - o praso .. n de WI e 110 a partir cla elate 4a aua 
oooeeaalo, • a .ua r eno• • • ' • dopander' de oonault a pr4•1• 
•• llO di••· 

•) - Oa Juroa a arlo ooot edoo a taxa de 1/t.Jt aolu ta 
11141& 4a radaaoootoa 4o Baooo de !laaena no ds IU1ter1or, 
pasoa a~aatr&lAaota , aub aT1ao do 1eder a1 ReaarTe Baftt, 

6) - L.'ea4a qua no Tanol • nto o Bluloo do Braa11 olo 
oubra o oaldo raaaoaaoeot e da qua l uar dl aaaa or441t oe, 
t 1oa o 1e4or al ReaerT8 E&Dk autorlsado a ae ut111 Z&r do 
ouro oauo1onu4o para ta l at• l t o , lodapendent e cle c.ual t uer 
&Th O prfTlO, 

D COIIDICC1!'§ llA OOJ"l A 00 1 1':1 
> R • RV- BM1( 

SO RIO Dt· tmpo 

a ) Aoa or,clltoa oonoa414oa om ~ aw York oorreaponder' 
a • •Dda 4o llalloo do Bradl 110 r auoi"Al na .. r•e Sanlc • • 
mooda braglle lra, por eau aqul.alento • t .xa de ••nda do 

41a t o tolar. 
t ) - a . ... 0 ... 4Hoa oor r oapon4crlo ~queha, 1.colu.t•l 

pera oa ef•1"'• te llquU ath, uoao&o aa\ eoU•o qua ne 
•• l oel ulrio oe J..ro• ••rldo• a\1 o -"' cl a aeu re,..ate. 

') - ne~e qua o fe4aral Reaen a BaAk •• utUlze to 
dap6a1\o .. ouzo par• oob~rtura 4a ~olquar or,dlto • •oo14o, 
a aaaa utlllza,lo aor~rpood•r' a aoulatlo 4e .au orlcllto 

01& rlla no llraell . 
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P.lRAPHRASI Of '1'ILIOIWl RIOIInD 

J'BC¥: 

DA'l'l: 

10 . : 

jaerioan lllbauy , Rio de Janeiro 

October 13, neon 

238 

Plea.ae refer to my 238, October 10 , 1 p.m. 

A repl y from the Federal Resern Bank of :Sew York 

would be greatly appreciated bJ the Director of Exchange 

of t he Bank of Brazil at the ea.rlieat possible moment. 

259 

In addition, the Director says that the need of the 

Bank for dollar credits is so urgent that unless the plan 

eet out 1n my telegran under reference 1s put into eff ect 

immediately, the bank will be forced to sell the geld 

which hall arrived 1n :Sew York alr eady . 

OAFJ'ERf 
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EDA 

SEcrEtary of Stat£ 

Washington 
/ 

1174, October 13, 1 p . m. 

FLAIN 

LONDON 
• 

Dated October 13, 1938 

RECEiVEd 10 a , m, 

FOR TREASURY FROM llUTTERWORTH, 

ThE dollar opened strongly bid at 4#74 1/4. ThE British 

authoritiEs pushEd thE r ate to 1/2 but after a few ~inutEs 

went out of the market and thE rate immEdiately moved to 

4#73 l/2 , The Bri tish authoritScs, howEver, held it steady 

at this point although th£ demand has beEn exceEdingly 

heavy at timEs . Gold fixing was at parity 550 bars at 1468 

9D . 218 werE marriEd and thE remaindEr wert suppliEd by the 

British fund , For tht first tim£ in weEks thE Bank of 

FrancE boueht sterling, thE fran c with other continental 

currencies bEing bid against thE pound. ThE articl ts in 

today•s financial prESS arE of littlE interest except for 

a common quEry as to wh ether th£ British authorit ie s madE 

a sufficiently strong stand yEsterday . In this connection 

thE following ~xcErpt from thE city column of today•s T D4ES 

is of interest . 
"ThE dollar ratE bas f allen by not much short of 4 

cEnts sinCE the beginning of the week and apart from briEf 

intervals 

360 

• 

Regraded Uclassified



361 

EDA - 2 - #1174, OctobEr 13 , 1 p . m. from London 

intErvals in v.hich SOlliE selling of dollars to covEr arbitraat 

shi pmEnts has bEEn il'l tVl.Otnc• it has bttn a complEtEly ont 

way mark£ t , Tht problEm must no doubt m vt prtscntcd it­

sElf to thE aut horit its vthEthE r in vi tw or thE pt rs:t. sttnct 

with w:uch a largE scale dEmand for dollars has r eassErtEd 

itsElf aftEr only tht briEf Est of rEspitE~ , somE rrvision 

of thE policy of tht control is indicattd, Hithtrto tht 

authoritiEs havt not dEviated in any way from thEir usual 

practicE of retreating btfort t h t major ~ovtmtnt and 

fighting a sort of mild rEarguard action at intErvals of 

a cEnt or so . The dEClinE in stErling which has thus bEEn 

ptl~itttd has not , howtvEr , dimin~shtd tht demand for 

dollars in fact quitE the r evErse . And if thE westward 

flow of funds provEs as persistent as at present seems 

likely thE policy of gradual rEtreat might naturally 

provE somEWhat cxpEnsi vt in terms of th£ loss of €9 ld 

invol vEd , ThE morlcEt is inclinEd to fEEl that it can takE 

advantage of thE authoritiES policy of aradual rEcEssion 

- an attitudE which has found its rtfltction in an apprE­

ciable ~ount of sptcula~ivE btar stlling of stErling 

during thE past ftW days , It is difficult tO SEE , hOWEVtr, 

what nEw poli cy tht control could logically pursue . It 

thE fac E Of 1t tho.t th£ flight into dollars 
woul d appEar en 

i s 
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is of a kind which would not be easily checked either by 

n dtttnnintd effort to pEg thE ratE or by allowing stct•ling 

to fall rapidly to a materially lower lEVEl . The latter 

policy has certain obvious attractions, especially as at 

thE prEsent time Washine;ton s ecms inclined to vicvl a fall 

in sterling with equanimity. 3ut there arc serious objec­

tions to adopting such a line , partly because there is no 

real cuid£ ns to v1hat sort of level if any 11ould check 

thE dcr.-.o.nd for dollars , and P';l rtly b ccousc it is very con­

cciv:>.blc thut a rapid declinE T.i~ht in any circumstances 

merely ng::ravatc a flight which i s baaed on apprehensions 

of nn essentially vague kind . In view of thE rapidity with 

which the flight to thE dollar wo.s renewed after thE ~unlch 

AgrEEment it mAY well be thou:ht that it is impossiblE to 

calculate any particular point at which it c an bE checked 

or exhausted without some ntvt favourablE dcvclop:ncnt 1n 

the European political sp}>crc . If that :11 ould provE to bE 

so a policy aiming at an orderly declinE in sterling ~ if 

decline should bE necEssary - mny for the timE being bE 

the most rco.ssuring and effective . " 

KENNEDY 

\WIC 

• 

• 
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'EDCRAL. RESERVE BANK 

OF NEW YORK 

363 11\ 
E CORRESPONDENCE 

CON1'IDDIUL nL_,.M..,_ ___ _ 

L. 1 .... t .. ao ... k~•'"--- ----

o4 ,-.,0otober 1&, 1911. 

SUD..JEc-r,ZILIPBOII COIYIIIAriOII liD 

__ aav or DGL.&IID. 

lr. lo1toa oalle4 n u o'olO* tbh 801'111q. rr .. aro 

11dnat ahrU.n1 wu appane\}T lDoroadDI dat}T now. 1o tar bo 

had ao1d aboa\ t41,0001 000 '-'-'• a lhat deal ot 11b1eh wu dllo \o 

tren ator ot norUAc ballllooa ~ ... lonr prlaa1pal1T tor aoOOIIII\ 

ot tho 8111aa, \bo 0.\lb, \ b o lal&lllll llld alao a011o Freel!. !horo also 

eppoarod to bo a aroat deal ot ep .. hU011. !horo wero luwo 

ordora lD tho autrot to ba7 doUua, a cood D8Q1 ot tb• ~ troa 

!low Yo~. OoUara tor tbree -tb• dal1YOJ7 woro now vp to .. ad 

bo had doao bnne rr,ooo,ooo llld ... ooo,ooo, tht• balped to ... 

tho ra\o dotll. 

ha thoro lilT \alk nor boro aboa' t.ho nor11af ro,., 
lu lolh11li'Oil 1bo111n1 lilT 1o\ona' lD t.ho proaet atuUq aUue. 

t1o11t lore 'boro ow141DIOI ot purahaaoa by Loa4011 of .taortolll 

10aar1t1o" I nplle4 that aa tar aa I 001114 aako oo' diaeuaa101l 

ot tho atorllal nh bad boe mUrolJ abroad lll4 tha\ I hadD'' 

JOID or bOU'4 ot u:t o1a1a lD roem\ ••*• 'bat aterl~ ••• bet.nc 

4111bora\o1J 4api'Mla\... lub1DI'«l na, ot oour101 tollowt., 

t.ho aterUAc at_,auoe. Qaloal tbo ttauro• tor tho wook lll41q 

lin llilb' 'IIOQ14 lboW a 41ttorc\ plotun, our 1atort .. t1oe tho ... 

11odoro\o .....,._. ot a.o.Uo aMUiUoa tor lr1U ih aooollll' of •"-' 

ta,ooo,ooo tor tbo "* c41DC Ootobor a, ...U aolliDI tor tbo 

•ook cdlaa ,.,.bor • llld ••,ooo,ooo puftbaaoa tor •b• wook prior. 

BolMD natect tala' tbtr b..S bOlD t110orla..U.C witb tbo 
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.. &DERAL RESERVE DANK 

OF NEW YORK 

CORRESPONDENCE 

SUII.JECT 

OAT£ OIM)t• 111 11., 
&IPIOII COIYIIUUOI liD 

.W'.-IIaaUI.------ 'MI: M' MLII.L_ 

• 
rau ree•U7 •• ,._4 'lad 1t \be' .._. te •• nae \b• len a 

cr .. \ 4eel •n \UD - 8Piac 1\ _, M4 do•• le 1111!114 Ulre ._ 

.1 .. ae • 41tf ... , .. 14 pd .. , ..... u.... 11bitb .al4 belp •• 

\o 1-' taw \be ••* .. n-• a..,- •4 aeeoi'UqlT ,.... ... b.te eellt.aa 

prlee m • Ula U 1/11 u Ula t 1/11. lJOa ~~ l .. elu4ed, l M14, 

tu\ be ~4 tte WlW.C uaa• w llboll14 1\lf taw \he unft p...,U,. 

!b11Bol'- ..na ... 

' 

..... 

• 
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)k I' LA Ill 

Sccrctury or State, 

·.vnshincton . 

1179 , Octo~er ~3, 8 p . m. 

London 

Dated October 13! 1938 

Rcc'd 3 :28p . m. 

~>or. TREI.SURY FRO~: BU'l"!'EP.';\ORT"rl . 

l:orhanct , a FrEnch banker or some sagacity, ExpressEd 

the opinion that the dElay of thE l'rcnch authoritiEs in 

using thEir financial powErs wa.o C.uc either to the fact 

(n) th~t thEy could not mnkE up their mind what t o do or 

(b) that they wert awaitinc the outcome of the Senate 

elections ; if these showed a conservative swing they tlight 

be tempted to hol d an elec tion for the Chacbcr of Deputies . 

l:orhange eophasizEd that at thE n:omcnt anything and every­

thine wa s possiblE in Pr ancE ~ut hE hod grave fe a rs lest 

course (b) be pursued which would mean that the Left parties 

would bE exccrateG for brircin~ ? ranee to thE present state 

of disrc~nir and consequently the country divided aga inst 

itself . rorhnncc considered t."lot the next t wo wEEkS in 

Franc£ would constitute a decisive turn i ng poi nt : The 

French people, as opposed to French poli t i cians, werE 
prepared 
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preparEd to pull themselves toge ther and bear almos t any 

sacrifices that would givE thEm a scne E of confidence 

that the financial pr obl em would bt token in hand and 

dealt vtith effectively and the ~t.ass production of 

efficient aircraft would be successfully und ertaken . 

Morbangc felt that this was t!1E timE for France to help 

herself or she wcs lost, and th~t her friEnds would do 

well no c to .nakc i t easy for hEr . lit wa3 111so convinced 

that thE l'rcnch people wert prepared to fo.ct a suitable 

modification or the 40- hour weelt , a conversion of r cntes 

which, if not actually forced , could bt induced by methods 

similar to those employEd by ~tl~ium , and sufficient 

increased taxa tion to balance the ordinary budge t . If 

these measures Yttrc undertaken a conside rable amount of 

French c~pital mi ght return to PrancE despitE the un­

balanced extraordinary buLgtt, and patr iotism would play 

o.n important par t in any such a movement . 

However, !.lorhange concluclcd by saying that 1f on 

the other hand thE s i tuation wos not wEll and courageously 

handled 11 at\ythi ng could happen". 

KEtiNEDY 

CSB 

36S 
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SEcrEtar y of StatE, 

Washington. 

RUSH 

1178, OctobEr 13, 7 p. m. 

GRAY 

London 

DatEd OctobEr 13, 1938 

REc ' d 3 :42 p. m. 

F:>tt TREASURY ::>ROM BllTTERWORTH, 

1hE movEmEnt out of sterling into thE dollar is gain­

ing hazardous momentum. It is no longEr confinEd to thE 

cont i nent and thE city but is b ecoming universal and 

today thErE \HrE substantial stErling salts from thE Far 

East , India and South k~Erica as wEll . In fact confidtnot 

in stErling is bEing callEd i nto quEstion. 

367 

TbE rEcEnt tactics of t ht Bri tish monttary authori t iEs 

or rt t r rating undtr prEssurE in t hE bopt that as t h t 

pound dtprtciattd tht sElling prts aurt would lEssEn hav£ 

tntr tly r Eaul trd in an i ncrras t in th£ sElling pressurE 

as tht pound dtprtciattd. ConsEqUEntl y this aftErnoon 

thEy havE continuEd thE pol1oy of this morning (my 

1174, OctobEr 13, 1 P• m. l of ho1~1nG thE r atE f irm at 

4 .73 1/2 dtsp~t E trrmEndous prtssur£. CompEtEnt dEalErs 
EStimatE 
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2-#11781 From London, Oct. l31 7p. m0 

estimate EstimatE that thE Bri , ish authorit i es had to 

supply not l Ess than 40 million dollars today. 

My own fEEling is that thEy have lEt thE situati on gEt 

somEwhat out of hand and that thE trial balloons i n thE 

TIMES of yEstErday and today (No. 11631 October 12, 11 a . m. 

and llo. 1174, Ot'tobEr 131 1 Po m. ) havE bEEn anything but 

hElpful. 

I.1cidu.tall:7 British Govtrn.'nEnt sEcuritiEs havE 

wEakEnEd today, duE mainly to salts by for Eign holdErs 

dEsiring to transfEr thE proceEdS to thE UnitEd Statts. 

KEI<NEDY 

CSB 

• 
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PAR.t.PRRJ.SJ: or TICLmJWl RJ:OJ:IVED 

JROih 

DATil:! 

10.: 

Allerioan J:illlbaeer, BerUn, Oerman7 

October 13, 1938, 5 p .a. 

5~. 

Fat .TREASURY FROK HB.l'fH. Jo. 23. 

Toda7 I bad a talk with Blesaing ot the Reichsbank. 

Blessing told ~ that it was his personal opinion that 

a ouat0111a union would not eventuate, &l though there waa 11. 

possibilit)' that oonsider&tion wa.a being given to such 

an arrangement in other governmental qua.rters. He did not 

think it poaaible that the econaaic sovereigntr of Csech­

oslovakia would be surrendered to th&t extent, even though 

&gl'icultural interests of Czechollovakia would in pa.rt1cular 

be benefited thereb)', becauae prioea for farm produoh in 

German)' are higher; he remarked that etrong poli tic&l 

influence coul4 be exerted b)' the Czech fa.rmers. He ex­

presaed the view that present negotiations would, however, 

evolve a preferential tariff relationship between Cseoho­

clovakia and Ger.anr, under wbioh, aooording to a r eport, 

large amunta of Czech agricultural. products would be t&kem. 

by Germany in return for coal abd other producta. Bleaaing 

said that he believed the report of Runcian indicated 

,;he B:<-itieh woul4 have no objection to IUOh a preferential 

a.rrangement, and he felt sure that there would be no objec-

tion on the pa.rt of the :rrenoh. 

The Reiohabank within the next few dare, Bl• uing said, 

would eetabl1ab aevaral branch bank1 in the SUdeten ar•· 
Be 
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Be *•ld ae tllat the Deu.taohe 1re41 t-.t.uetalt, whoee uin 

bank ia in Praba but the •lorUr of whoae buaine .. 1a in 

the Sudetan region, had alre&dJ realllled banking operattone. 

I &eked Bleaaing whether the Rei ohebank would be able to 

uae the Ozeoh crowna whi ch are beiDg accepted in exchange 

f ro• inhabitanta of the Sudeten area. Two billlon crowne 

are DOW in oirculaUon in tllat area, according to a Oaech 

eaUute. Bleaaing replied that the SUdeten area wae 

heartly indebted to banke in Praba, and that a considerable 

portion of thia currency would have to be takeD by thoee 

banlte in aatiafaoUon of theee oredih. .A:tter payment of 

theae bank credits, he thought that the Reichabanlt would 

be able to make a deal w1 th the Oaeoh Rational Bank for 

whatner -OUilt of crowna wae left over. 

Bleeaing ahowed ae the atate11ent of the Reichabanlt of 

yeaterday. This atateMD.t aeh forth that dur1Dg the 

f iret 12 daye of t he aoD.th currency oir culaUon decUnacS 

by 700 a1111on reiohBII&rke. It aleo showed that repaf11ent 

had been ade of 6? percent of the treeh Reiohsbanlt oredite 

granted in September. 

1riLSOI. 

IA;L1W 
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DAII& October 13, 1938, 5 p .m. 

10, i 1749 

J'J\Ciil COCHRAN • 

371 

Teaterday a decree waa eigned by tb.e rrenoh Premier 

authorising the War Deputaent to oontr&ot during 1938 

expendUuree to the amount of 1,420,000,000 franca oyer 

a.nd aboYe thoae for national defense which haYe already 

been authorized, The JayY Department wae authorised in 

another daoree to contraot during 1938 expend! turea t o 

the amount of 887 1/2 aillion trance OYer end abo't'e t hoee 

already authorised tor that Department. 

8inoe the tinaooe law tor 1938 wae approved, thie 

istbe eeoond illportant increaee in IliLtional defenee oredite. 

Ref erence ie made t o deepatch Jo. 2238 ot Kay 6, 1938, 

page 11 - under the first eeriee ot decree laws whioh the 

Dalad1er Qo't'ernment issued, en addit ional amount of 

4,712,000,000 france wae authorised. 

Coordination of rail and road traffic which baa been 

ooneidered for seYeral monthe wae al eo authorized in a decree 

signed yesterday, This reorganization, it ie hoped, will 

lead to a substantial reduction in the &DDU&l railway deficit 

which tor the past 20 Y.eare baa ba«l a ha&"l' burden on the 

Treasury. 
Sterling 

• 
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sterling has oonU.Due4 t o reoehe pressure troa all 

Bides today. Today the Belgian and Dutch currencies followed 

the dollar in ita strength, but apparently the Swiss did 

not. The 1rfllob franc illproYed to 17S.74 during the morning, 

but tbie afternoon, despite the French stabilization fund'• 

sales of eterling, tbe rate aoYed back to 17S. S5. There 

is i11pro•eaent in P'renoh rentea. .t.e tar as the banke are 

oonoerned, there is a letting up of subscriptions to ehart­

tOl'll Treasury paper . There h a moderate return of franc 

deposita troa boarding into all banke, saYings banka included. 

The poeeibility of a French loan w1 th exchange guarantee 

or of a oonYerlion loan is rUIIored again. The United States 

banknotee preaiua ill no• do•n to around 1 percent; during 

the crisis it had reached 4 to 5 percent . Partly as a 

result of ~ riek ineuranoe , there 1e a slight d.iscount 

of between one and two per !J.!!(oent?) on eterling notes. 

DD SICUOJS OPi TIO .t.JD Tl!RD. 

WILSON. 

J:l;L11 
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The October 6 aiatement of the Bank of France showed 

that diacounte were dOWII. 2,520 ,000,000 !range. There wae 

373 

no ghange in adTangee to the State. The statement 1howed 

t hat oir<lulation •• dOWII. s,1se,ooo,ooo and an inorea•e in 

depoB1t1 of 2,390 ,000,000, with rewltant ggyerage 39. SO 

TerBUI S8.3'1. Gold ban i.n the &ji!Ount of 372,000,000 franca 

were inToiced today for lhip1111Dt on 1:be 88 BRI!.I.IflilO by 

the Bank of france to the federal ReserYe Bank, Bew York • 

. U 5: SJ th1e eTen1ng, I had a talk with the Bank of 

J'range. .l 11 ttle foreign uchange 11'&8 gained by the French 

stab1lizat1on fund yesterdaY; today the fund bad a quiet 

morning. Deapit e mOTing the rate back to 178.85 this 

a fternoon, it loat 400,000 pound•• 40 ,000,000 dalar s were 

lost by the Brit ish control by three o ' clock tb1a afternoon, 

in add1 tion to gold 1n the amount of 1 1/ 2 mU11on pound1. 

The Briti1h contr ol lost more t oday than any day this week, 

and ay friend at the Bank of rrance 11 beginning to look 

cn the eterl1ng a1tuation aa being critical. 

END liiSS.lGI. 
WIL80ll. 

~:tn 

l 
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WASHINGTON 
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co;<FIDENTI.U. 

Ul!!lOrandum 

lte 1 lleeting o! Temporary N& tional 
Economic Cocmittee thia Date 

A confidential eeeting or the tull cowdttee was held in R ~ 
senate Otrice Bullciin& &t 2:15 P. 11 t-'•u ·•j-·-•- t 4 

0011 

<24, . • ~' .... .,....,..,,, a : 40 P. 11. 

Present: 

Senator J. C. O'Kahoney, Chairmall 
Senator 11'. H. lin& 

Congreaazan B. B. Reece 
Congres.,.., E. c . Eicher 
Congreea...an H. II . SUmners (Absent) SeMtor W. E. Borah 

Department or AJ!ency: 

Justice 
CoiOillerce 
Labor 
Federal Trade 

COillllliaaion 
Treasury 
SEC 

Tburun W. Arnold and W1ll1u Burch 
R. C. Patteraon 
I. Lubin 

G. S. Ferguson and E. L. Pavia 
H. Oliphant and C. J . Peoples 
11'. 0 . l)oUglal 

ExecutiYe Secret.&r)" - Leon Henderson 

:.tinutea o! lleetiog or Ju.l,y 7. 1938 

The minutes ot the previous tull committee meeting held on July 7, 1938 
nre approved subJect to such omisaiooa t herein aa any muber would find. 

Jteeorts 

The Executive Secretary re•ieweci the work and contacts of his otfico since 
the last lllaetina , referring briefly to tbe coopere t ion uJ.sting between sub-cOlllllitteae, 
the effort to &voici overlappin.g or ciupl1e&t1on of work, and point"e<l out for 1Uue­
tratioo. th&t the Pedoral cotlD1\11lications CoJIIA\l.eaion, which ha.s general beuinga set 
for October 28th , woul.ci not go into the .... tter or patents , which had bean asaignad to 
a sub-co:nmittee or the Econoadc Coooaittee. 

The Executin Secretary alao pointed out that the Ute insurance inquiry 
(as about co:pl.ete end reedy tor &eneral be&rinCII alao u to the adrlaabillQ 
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~r the varioua sub-colll\itt.ee• lteepina in contlct with the Central St.tiatioal Board 

a-"14 the senice al<ID& n.rioua llne1 which t.be lloerd ia in poai tion to render. 

Witpeal leea and Travel lxp!nse• 

It was tbe con .. nsua or opinion that such ite;aa or expense ebould be borne 

by the Agency concerned wben such expenses involnd inquiriu llWie by it, but that 

ill the cast of bearl.ngs before the a1n cc.aittlt such 1 ~s ot expt11se should be 

chargeable to ita portion of tbe appropriat i on. 

General a.&ringa 

The Chairman thought they 1hould begin about November 15th and be continuous; 

a.'d t.hat 80018 method should be agreed upon by which rtpresentativea of busineee or 

others could be heard wi tbout tilting up too 11.1cb tis! of the bear in&•· It waa ex­

pected that the bearing• when begun will continue for the fire t period of about th'e 

allowing four cla,ya per week or about four hours each. 

Rtporte or Progress 

The Euoutivt Secretary cantioned briefly t he work being carried on by SEC 

in the matter of life insurance inquiries and orsanizationJ b)' Couerce with respect 

to lts studies on exporting prices, trade a ssociations, foreign prices and experience, 

pste11t law atudita , burden of taxation, buainesa research and organisation; b)' the 

Federal Trade Cotlllaisaion on trade practices in certain cOIIIIOclities, eucb u rubber, 

s t eel, milk, eto., cauaea of concen tration and concentration of corporatiODIJ by 

..abor on price aecbaniua in twelve or fifteen ioduatri ea, ellploymont and wages , 

competitive .. a. non-c011petitive prac tices, stlbilit;y ot eaplO)'II!lltJ by Tr!&lur7 a 

scope or the le&al studies and of the work beillg done by Procur8llentJ by Juetice 

distillct bottleneclca in the ll&ttar of fair trade practices, and those growins out 

or Yiolatiooe ot anti-trust law. 

, 
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011 october 16, 1954, ... apprc>YM m Order aettiJls up a "P&iDtiJls m4 

soulptun Section" in the Proour-t D1Til1011. '!'he gt~Wr&l objeotiwa ot 

the Ord.r were d.tined aa tollon: 

(l) To aaoure auit&ble &rt ot the beat quality aw.il&ble tor 
the .Welliabment of publlo build~•· 

(2) To oa.rry wt thu work in 8\IOh a -:r u will uaiat 111 
atU.Ul&tiJls, ae tar ae praotie&ble, dnelopuut ,t ut 111 
th1a o01mtr:y lild rw&rd wb&t ia rep.rded aa the outato.Dd-
111g t&lmt 11bioh dnelopa. 
I 

($) s o tar &I oondatent with a his!> atand&rd at &rt, to eploy 
100&1 t&lent. 

(4) To ende&'t'Or to aeoure the oooper&t1011 or people tbrout;bout 
the oountr:y 1utereated in the uta md Wboee jud~ct 111 
oonneotion with &rt hu the reapaot ot the SeotiOD 111 eo­
looting &rtiete tor the work to be done and oritioism &nd 
advioe aa to their production. 

(5) In oa.rrying out this work, to lll&ke ner:y effort to &ttord &n 

opportunity to all &rtiate on the eole teat of their que.l-
1tioatione ae &rtiate and, aooordiD.r;l:y, to moourage ecn:q>eti­
tiona Wberner praotioable reoo~1&111r; the taot, baorever, 
that oerta1n &rt1ate 111 the oouatr:y, beoauae of their 
reoor;nieed t&lct, an entitled to reoehe work w1 thout eampe-

tition • 

.t.tta.ohed hereto 1a a ..........,. 1n fir;ure• ot the work ot the llaot10D of 

Paint1nr; m4 Soulpture 4ur1nr; the pa.at tour :yeara. rb8 t1r;urea, baorever, 

whilo th.y turnhh an ide& of tho UIDUDt of work done end the nwober ot ar-­

thte bcetited b:y the seot1011 of F&iutinr; and Soulpture, only remotely 111• 

dioate the l.Japortanoe of the work. 

'!'he r;eneral objeot1Tea ot Jll;f Order ot Ootober 16, 19M haw bam 

reali&ad beyocd wr aoat optiaiatio e&paotat1ona. .t. aeriu of mural p&1Dt-

111ge md ot aoulpturea 1n the rozd end in relief ban bee iD.&talled 1n 

Fedor&l bu1141Jls• in ..,... ~ tlu'H lnDI4red 41tferct o-'llit1ea. !be 
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a..uar;e qu&llt)- of Uda won: 1a hi,., the ooat low. (~ ot the buildiJic). 

settinr; ovt to at1aul&te the dn-elopaent or art in thia 0~ aDd 

to r..nrd ovtata.ncl.inr; talct on the baaia ot quality alone, the r .. ulta 

t.ohined are r-..kable. h.intere end aoulptora of eatablillhed poa1t10D 

hue out-dono thc .. lvea 1D th1a work and any diatiDr;uiahed ta.lcte h1thuto 

UlllcnOW to the publio have been brout:ht out by our 8)'at• of an~ oc.pe-

tit1ona . 

It -• our purpoee u atated •to oeoure tM oooperation of people 

throuf!)\out the oo~mtry 1Dtereated 1D the art a. • Loolc:1nr; baolc: crrer the 

t.coczq>liahmenta of the Seotion ot h.intl.nr; md Sculpture we are able to aq 

tblt 1n the hundreda of oo:amnitiea in whioh our 110rk ia aat up •e b&n re-

oe1nd Yiae and enthu.oiaatio oooparation. 

To the pr1Do1ple that the deooratiOD ot Federal buildiJice should be 

gj.vcn to artiata •em the aole teat of thoir qual1t1oat10Da aa artieta• we 

ht.vo hold atriotly and ouooeaetully. 

!beret ore, in. ocmaideratiOD of the verdiot of the leadi~~g aut boritiea 

in paintinr; and aoulpture tbat the objeotivea atated in rq or1g1Dal Order 

oatabliahinr; the Seotion of h.l.ntinr; and Soulptura b&n bee attained and 

tbt.t the work aooapl1ahed in tho paat tour yeara baa prond to be a r;r•t 

Jaterial and apiritu&l enriollllct to thia oCNDtry, the D&llle •seoticm of 

P&iDtillg and soulpture• 11 hereby ohenr;ed to the n•e •section of Fine Art••" 

Tho Saotion ot Fine Art• &hall be a perw.nct Seotion ot the Tr•aury 

Departmct and will 0 ont1Duo ond further extend the aot1v1t1aa ot ita 

predaoeuor the Seotion of pa.intinr; and Soulpt..re. 
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~ OJ' WORK OJ' SECTION ~78 

octOBER 16, 19M to OCTOBER 12, 1938, 

....... of ca.pet1t1oll.l 
bel.q oollduotecl at 
prMeDt tiM 17 

llllaber of c<apet1t1ona 
llelcl 79 

lllaber of artiota 
c011pet1aa •,au 

llllaber of llll:etchea 
... ..,ttecl 10,3M 

lllaber of iaauee ot 
lllall.etin 17 

lfWiber of artiste 
-tncta completecl Mll Allount expelldecl $!1!17 , 1M.9ll 

lftaber of artiste under 
contract 192 Amount obll.gatecl U.,lli!I,OO 

Rual>er of artiste 
clnigaiq 1M Amouht obligated 18!1, 980 ,00 

October 12. 1938 
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TO 

T REASURY DEPARTMENT 

INTI:ft O 'P'IC& COMMUNICATION 

SecretarJ llorgentb&u October 13, 1938 

Herman Oliphant 

For ;rour !Ptomati(!l 

I atteDded today tbe first meeting ot the t>ODOpoq c....tttee 

since July 7. All ••bera were present{ except Co"8l'eaaman Samers, 

who bee been W ) ae were some ot the alternates, iocluding Adlairal 

Peoploe. 

Tbe ElcecutiTe SeoretarJ, Leon Rendenon, ...,ported eatietaoto17 

contacts with other departments and agencies to 'ae~ consultation 

and cooperatioc oil probleea beillg studied. He reported that aeTnnt;y 

subpoenas to secure data bad been issued in casea being worked on by 

SEC and Justice wi tb no troubles reported concerning t he use ot aucb 

subpoenas . Re reported that two questionnaires had gone out - one 

sent by SBC to the insurance c011paniee and the otber s ent by the Depart.­

llent ot COIIIliMirce to tbe trade aaaooiationa. Tbeae cleared through 

tbe Central Statistical Board aa per the President' a request to all the 

Depart.l>ente to tbet street, and ae.tiat'actoey cooperation was reported. 

The co.mittee decided to .. ploy someone to answer requests 

tor iatormation coming r~ newspapers and magazi nes . 

It na agreed that tbere should be no public bearings until 

afte r election, at which time Justice will present i te i nvestigation ot 

tbe glue and bottle 1Ddust17, and SBC will present the reeulte ot 

its etud7 ot the c. It 0 . pro:r;y ti'Cht. Row the beerillgl should be 

handled oceupied 110re ot the discuesion tban &D1 other ona queetion, 

tbe epecitio problu beillg bow to bead ott cranks and prennt the 

bearin&s trooo gain( 011 indetini teq on tbe one band, and on tbe other 

to giq eve17bod;T tbe feeling that the bearings were altogether fair. 

This matter was referred to t he executiTe ca.mi ttee tor further 

stu.dy and report in writing with rec.->endationa to the tull cOII&ittee. 

Arter HeDderaon preeented a ftl'7 bast)' e~ ot the wol'll: 

tbe various depertMnte are cloill&, the meeting adjouzaed subject to tbe 

call ot the Cbairaan. 

Tbe general atmoaphere ot the 11eeting ne quite triendl.J and 

tbe uportance ot &TOiding &D1 apectacular or diaturbing 110vee was 

repeatedlJ' etreaaed and generalq egreed to. I aenee no ccntr&17 

uDdercurrent. 

379 
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H1.!Jr: 

Geor ge 
Harr i son: 

HJ.!Jr : 

H: 

lll!Jr : 

II : 

HMJr: 

H: 

B!o!Jr: 

ll : 

BW'r: 

R: 

HMJr: 

8 : 

Hello, George. 

Thursday 
October 13, 1938 
9 :39 a . m. 

Oh, good morning , Baney . I didn ' t mean to 
bother you. 

That ' s al l right. llo bother. 

Ah - I was - yesterday being a holiday I was 
doTm !.11 t he country and wlls going back on the 
eleven o ' clock tra in. I Jus t wanted to call 
you and say hello first and see whether there's 
anything up or anything that I - you might want 
t o s ee me about. 

Well, I would if you ' d g iven me a little more 
notice but I - I' m a little bit jammed this 
morning. 

Yes. Well, in the meantime I have talked to 
Eccles and I t hink that from the light of the 
conversat ion I had with him I 1m going to stay 
over today anyway. 

Oh. Well then, if that ' s so- ah- will you be 
here today and tomorrow or not? 

V:ell , I- that ' s what I've got to f ind out. 
I'm going to try not to be here tomorrow, if I 
can. 

Well , I' m putting you down and I 111 see you. 
I t ' s unfortuna te - I 1ve got an awfully .tight 
dey but I would like to see you even for - 1f 
"it works 1n with the res t of your schedule. 

Yes. 

380 

The only t hing I ' ve got i s ah - sometime next 
week we want to put a price on these R. F. C. notes . 

Yes. 

And outside of that I don ' t - and ah -

w 11 we've been giving some thought to that up 
t~er~ in New York. I ' ve talked to people about it -

• 
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HJIJr: 

H: 

F!.IJr: 

II: 

a;JJr: 

R: 

IU.lJr: 

- 2 -
381 

Yes . 

Vlell , now don ' t let me crowd you today at all. 

No . Well I mean - ah - i t 1 s - I always want to -
but 1t 1 s just t hat I 1m waiting to hear from the 
White House. Let ' s see how it works out. 

All right . Well, I may j ust call later on to see 
what your program i s . 

I'd appreciat e that . 

All right . 

Goodbye. 
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HJI.Jr: 

George 
Haas : 

H!l.Tr: 

H: 

H:.!Jr : 

H: 

Hi.!Jr: 

H: 

HMJr : 

H: 

HrAJr : 

H: 

HHJr: 

H: 

HMJr: 

H: 

HliJr: 

H: 

BJAJr: 

HY.Jr: 

Thursday 
October 13, 1938 
10:05 a . m. 

382 

In view of this publicity of Wallace ' s on handling 
U1e surplus crops for the poor -

Yeah. 

- why don 1 t you and Parran and Uis s Loni.gan get 
together and talk to J esse Tapp and find out 
what it 1 s all about ? 

Fine. 

And bring me up t o d ate on the thing -

Fine. 

- as to what they ' re doing on t heir research 
and what we ' re doing, you see? 

Yeah. 

Have a meeting and then 1 111 meet with you. 

Fine. Say -

I think t hat ' ll be a good thing t o turn lliss 
Lonigan loose on. 

Fine . Ah -
some of the 
meetings -

Yes . 

Right . I was jus t r eading over 
notes you know, on t hese other 

- in your dia.ry. It' s very interesting how Uley 
swi tched over this way, at the half. 

Yes. Well I - I thinlt we ought to find out -
find out what they ' ve done in the last three 
months. 

Yeah. Yeah. 

Did they stop on us? 

Oh huh. I ' ll have a meeting on it. 

Thank you. 

(That was George Baas) 
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Operator : 

RMJ'r: 

Aub rey 
Will iams: 

R!.IJr: 

It : 

l!liJr: 

W: 

l!liJr: 

W: 

Hli.Tr: 

W: 

ru&Jr: 

W: 

RIIJr: 

R!.IJr: 

W: 

RIIJr : 

W: 

BliJr: 

Operator. 

Hello . 

Yeah. 

Aubrey? 

Yeah. 

Thursday 
October 13, 1938 
10:09 & . 111. 

I got a message you called me last night? _ 
I s this Aubrey Wllliams? 

Well, 1t was the night before. 

Oh. 

All I wanted to tell you was that I wanted to 
read that letter before I sent it. 

Oh. 

383 

But then that I couldn' t get a hold or you I 
just put in - did you see a copy or the letter? 

No. 

Well, I put in the letter that we would expect to 
be - to receive financial and statistical reports 
in - at some regular interval -

Ho. 

- concerning the work. 

Uh huh. 

And also ah - we wished it understood that th~ 
should furnish us an audit or that we ourselves 
be allowed to m.o!te one. 

o. K:. 
And I put those two conditions in and sent the 
check for a hundred thousand. 

Swell. 
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y,: 

Bl~r: 

BUJr : 

B:AJr : 

HMJr: 

\, .. ; . 
HMJr : 

'· :... 
H!.IJr : 

' . 
HV.Jr : 

. . 
' . 

IUIJr: 

f : 

RlfJr : 

- 2 -

Oh huh. 

Ah - what - ah - that ' s tine Th 
Now, what about the letter that • ank you. 
about - to inform the Pres i dent we were talking 
had in the works? - y ou s a i d y ou 

Well, that ' s all right with me. And d idn't you 
and !larry talk the other night over there a t 
the party? 

Not - he never mentioned it. 

I thought you and he agreed to see each other 
t h is next week? 

tlo. llo . Ah - I - I d idn't talk any business 
that even 1ng and ah -

Oh y es. 

And ah -

Well, i t 1 s all right. I- I think it ' s all 
right to send it. 

For me to s end it? 

Sure. 

I tl:ought you f olks we re going to send i t . 

Well, I - e i ther way . I 1 ve asked to see the 
President this morn ing.-

Uh huh. 

304 

And I ' ve al- I t old him our condition back - ah -
let • s see, when Harry was out V'est - t ht:t • s about a 
month ago - and I intended again to give him a 
s t a tement like I gave you t his morning . But i t ' s 
all right. I' d - it would b e all right for you 
to send the lette r t o him and -

I thought you had the letter all written over there, 
or something. 
No . I've got a letter n itten here that has to do 
wi th him - ah declaring an emergency 

Yes. 
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\'t : 

RJ.I.Tr : 

VI : 

BM.Jr: 

V: : 

HlAJ'r: 

l\liJ'r: 

W: 

B.MJ'r : 

W: 

- 3 -

- and sitting 1n too as President of the Senate 
and the Speaker of the House of Representatives. 

Yes . 

I s that what you mean? 

Yeah. 

Oh yes . Well I got tha t letter written and I 
was going to discuss tha t with him t h is morning. 

Oh. 

And tell him where we are on our finances, the 
same as I gave you. 

Uh hall. Well, would you mind after :rou 1 ve seen 
him - when you - what you decide - to let me 
know. 

I will . I 111 be glad to. 

All r i ght . Thank YOU SO IIIUCh • 

All right, Henry. Goodbye . 

385 

' 
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(l) 
(2) 
(3) 

Chen and HU,Jr 
Hli ,Jr and Bell 
HU,Jr and Bell 

saw President nh on President's ao suggested American al vieers 
nnounoement r e rel i ef tunde 

on wheat for strategic war ~aterials 

Present: 

Mr. Chen 
Mr. Bell 
Mr. Oliphant 
1.\r. Lochhead 
Dr. White 
Ure . lt lotz 

October 13, 1938 

12: 30 p.m. 

KU ,Jr: The President said he told Aubrey Willi ams 
that under no circumstances oould be use t l:e ;Jl?5,000 ,000 
f or eme r gency and he had to keep it until t he l Ot h of 
March and t he President would not declare an emergency 
and there ~as no reason t o declare an emergency because 
employme nt was increasing in pri vate industry. I t ol d 
t he President what I had done a couple of days ago and 
he was very much interested. 

Kr. Chen and I saw t he President and on Mr. Chen's 
behal f and r equest I asked t he Presi dent 1f he had any 
names t o suggest who might go on as members of t he Board 
of Directors o f Mr. Chen's oonpany and the President sug­
gested t he following narnee and you people will have to 
help hlm. 

He suggested, first , the per son who was associated 
w1 th hlm as Assistant Secretary of t he Navy, J ohn Hancock 
o f Lehman Brothers, who was assistant to Admiral McGowan 
during the war and bought all t he supplies . The Next 
fellow he suggested 1s Dick Fuller. He bought all t he 
cotton and he was associated with Captain Fuller and 
Captain Lehman. The two of t hem bought the t hi ngs. 
The next person was Lessing Rosenwald , and the next 
one , Rogers. Green, who used to represent the Rockefeller 
Foundation. Then he said, 1 Find out who 1s t he United 
States representat ive of Yale 1n Chins. Those are t he 
people he suggested. 

The other suggestion I made to Ur. Chen, i nasmuch 
as Dr. lung had a sked me f or sugeest1ons , was that t hey 
earmark $200 ,000 ,000 of t he 19,300 ,000 ounces of s1lver 
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and set i t aside for the purchase of truoka. I had 
not said anything to the President. When we went to 
see him, he ea1d , ' The moat iDfortant •thing is to get 
your transportation organized, so I t hi nk if :rou 
would pa811 that word alo~ to Dr. J:ung. 

Mr. Chen: Yea. 

307 

HK,Jr: And t hen would you show him (Mr. Chen), 
let h im see those oables we got from Buck which ehowe 
the amount of merchand1se,already bought, in those porte 
eouth of Hong !tong and Canton and the way the:r are pil­
i~ up there. He told me about it in these cables and 
it s all very nice to buy new ammunition, but when you have 
thousands of tons of merchandise lying in these various 
porte in a very precarious condition, the sooner you get 
them inland, the better. 

Then the other suggestion I made: give them 60 
to 100 truoke right away. It will be very helpful. 

And t he last thing, people, that you don't know 
yet, very seoret, nothing in writing except for myself, 
the President approved my asking General Craig to ap.. 
peint a new Military Attache to China who will happen 
to be the beet expert on transportation that we have in 
the Army. He will be put at the disposal of Mr. Chen. 
What I thought we would do, we would have him start 
over here and let him work right from the beginning 
and then he could go back. But I don't know yet who 
that man is. There may be two , but we will give bim 
the beet. 

Mr• Chen: How eoon will t his gentleman comeT 

HW.Jr: Just as soon as I oan telephone. 

Wr. Chen: How soon could be leave tor Ch1naT 

HK,Jr: He could leave any time. With the tiret 
shipment of trucke. lfould that be quick enough. Huht 

Mr• Chen: Yes; help us to organize, . 
IDI ,"Jr: · I can guarantee be will leave with the 

firet eb1pment of trucke. 

• 
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Wr, Oliphant: As you say, he wi ll be very useful 
here for a while. 

do it. 
ing. 

HU,Jr: Yes. Yes. I just haven ' t had time to 
But I want to let you people know what I am Go­

(To Mr. Chen) We had a nice interview. 

Mr. Chen: Very! Very! 

~r . Oliobant: Ur. Worse ia here and they cay be 
exchanging vi ews . 

HW .Jr: Fine! Fine! 

(At this !)oint, the gr oup left with the except1on 
of kr. Bell and Mrs. Xlotz, who remained wi t h the Secretary.) 

KM,Jr: (To Mr. Bell) Does that (United Preas 
ticker, at ta ched) make sense? 

Mr. Bell: I take it that what Aubrey has done is 
submit to the President a statement somewhat similar to 
what he gave you the other day showing he bad, I think 
he sat d i?58,000,000 and that $700 ,000,000 referred to 
here is that same figure. What he intended to do, •when 
he talked to you, was spend that money in four months 
and the President has said be has to spend i t in five 
months . 

HU,Jr: Mr. Director of the Budget. 

lolr. Bell: Yea,sir, Ur. Secretary of the Treasury. 

KM ,Jr: Would you please formulize this and send 
for Mr. Aubrey Williams and get t his thing down in black 
and white now that he has seen the President . This ia 
too import ant . 

Wr. Bell: I will ask him to give me something on 
itl what does it mean. 

Hlf.Jr: And in view of this thing l et ' s have a 
•redistri bution of wealth'· 

The distribution i• already there. Wr. Bell: 
I 
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have t his $175,000 ,000 in reserve. 

HK .Jr: What the President has told them if 
I oan understand English, that you have got to ~e 
t his money laet through Mar oh 1 exclusive of the 
U75,ooo,ooo. 

Mr. Bell: Oh, really? 

HU.Jr: Oh, yea! 

Mr. Bell: Then that means that he has to start 
in immediately a t least not having any turn over in his 
rolle -- what I mean is replacing. 

HM,Jr: This is what the President said: the 
~175,000 ,000 has to be i ntact on the lOth of March. 

Mr. Bell: That1 s a l ittle different. 

HU.Jr: Do you think the~ could run out of money 
on the first of February? Let s find out. 

Mr. Bell: Oh, yes! If they go at t he present 
rate, they will run out in January. 

309 

HM,Jr: Well, certainly this is as important as 
anything from a budget standpoint or from the standpoint 
of your morale or mine. I sn' t it? 

Mr . Bell: Yes. It is certainlY a decided change 
in the President's attitude. I can't understand 1t. 

HM Jr: What I am trying to do is I am trying to 
help the ~resident and help you and in order to do this 
thing -- I came away, I di d not know what haRpened. Well, 
evidently the shook that we gave him of the ~4,000,000 ,000 
deficit was more than we t hought . 

Mr. Bell: It was a shook, no doubt. 

HK .Jr: What I am doing 1a my level beet, as Sec­
retary of the Treasury, to keep this oountry solvent and 
I want to know from Aubrey Williams, via the Director of 
the Budget, what did t he Preeident tell him. 

Mr. Bell: O,lt. I will find out. 
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HK,Jr: Then what I would d af 
ua I would aubm1t it t p o, ter he tells 
is what the President ~i~~elie~~~ent to se~ if that 
the right to distribute? It the Pres~;~~ !ai~utgot 
make this money last to the first ot March haven'~ 
you got the right to distribute it or something? 

the b Ur. Bell: Oh, yea! We have distributed ~n 
aeie of the Act up to February 1 and we put 

$1?5,0~ ,000 plus otner items in reserve. We have 
about . 300 , 000 ,000 in reserve. 

HK,Jr: But at the rate he is spending •.•• 

Kr. Bell: • .• he would spend t he reserve. 

HK,Jr: Please give me somet hing as quickly as 
it is humanly possible. 

Mr. Bell: 
war materials. 
you followed it? 

May I ask you a question on strategic 
How interested are you in that? Have 

HK,Jr: Yes. I have a w!1ole lot of reports. 
Admiral Peoples has eat on it representing me. Is he 
going to be before you? 
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Mr. Bell: No, he is not echeduled . But I Just 
KOt a memo on 1t t his minute and I see where they are 
proposing to put Admiral Peoples in charge of the materi­
als after t hey are purchased and I thought he ought to 
be in on it . 

HM,Jr: He ought to be in on it . Give you a 
little baok- stairs gossip: when we thought there was 
going to be a world war, tho President got all kinde 
ot me moranda trom everybody and I am reliably informed 
he sent tor Leon Henderson and Mr. Hopkins and he took 
all these things and said, 'Leon, take all these things; 
di gest t hem and let me know what 1t 1s all about.' 

Mr. Bell: That gives me the background. 

HK.Jr: But inaa=uoh ae Peoplea ' hae•been repreeent1ng 

• 
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the Secretary or the Treasury, I think he ought to 
be i~ on it. Whole lot or stu!! coming in. Is this 
the f25 ,000,000 bi ll they wantt 

Kr. Bell: This is the purchase, or sale or 
25,000,000 bushels or wheat and in turn take $25,000 , 000 
in etrategio war materials. 
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HK ,Jr: Do you mind, i! it is wheat, do you also 
mind having George Haas, because he happens to know wheat. 
He has been representing mY particularly on the wheat 
bill. 

Ur. 8ell: This is the hearing or Jesse Tapp on 
Export-IIIIPor t. 

HK ,Jr: But George has been particularly represent­
ing me on the wheat deal and Lryou don't mind •••. 

Ur, Bell: O, K. 

HM .Jr: And he knows it. 
business. 

George knows the wheat 

Kr. Bell: Well , it seems to me it is a matter 
or policy as to whether we are going to permit certain 
departments to pile up war materials without authority 
!rom Congress. 

HK,Jr: And i! you would have t he hearing and 
diseuse it with me after, I would love it. 

Wr. Bell: You have not given approval to any 
authoritY-- that's what I wanted to know, i! you had 
approved any policy. 

HK.Jr: No, air. 

Wr. Bell: 

HK.Jr: No, 
been my interest . 
people and has not 

)(r, Bell: 

and George Haas knows Just what hal 
George has been meeting with theee 

been able to get anywhere. 

I submitted a memorandum, day before 
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yester day, on this legislation that has been pending 
a number or years and is again comi ng up about the 
War Department buying strategic war materials . I t ' s 
somethi ng di fferent but along the same l inea. 

HM,Jr: That's some t hing different. 

Mr. Bell: I asked the President's attitude and 
he held 1 in conflict with my program'. 

~~ .Jr: It' s in contliot? 

l.tr. Bell: Yea. 
bi ll. 1 That1 a what he 
it up to him. 

'I am not going to sponsor th1a 
has held every time I have put 

~.M .Jr: You know who said he wants it more than 
anything else in the Administration? 

Mr. Bell : Henry Wallace , I suppose. 

HM ,Jr: No, I mean buy ~25 000 ,000 strategic war 
materials. Herbert Fe1s . That / & the apple of his eye. 
He ' s the fathe r of that baby . 

I would like ven· much -- because Wallace is like 
a orazy man and t he gun 1a golng off in hls hand any 
m1nute and he just can't atop it and I don't know whether 
he 's going to shoot you or me or l.trs. Klotz , He ' s a 
crazy man right now. 

Kr. Bell: I expect he 1a. 

~.Jr: I dld approve thi s publi cly today -- they 
asked me would I change my position on subsidies. I 
said No• I was opooaed to all subsidies. ' What about 
taki~g c~re or feeding t he hungry? ' I sald, 'Well, if 
Agri culture is going to spend money, I would rather see 
them epend it on the hungry in the Uni ted States than 
any other way. ' Certainly i t's the most usefUl thing 
they can do. I am highlY in favor of t hat . 

Mr. Bell: I agree. 

HY.Jr: You will underwrite t hat? 

Mr. Bell: Yea, sir. 

oOo-oOo 
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H!.l.Jr I 

Dan 
Bell: 

RMJx: 

B: 

Rl!.Jr: 

B: 

BIIJr : 

B: 

HII.Jr: 

B: 

RII.Jr : 

B: 

BJLJr: 

B: 

RII.Jr: 

B: 

Thursday 
Octob er lJ, 19J8 
12:29 p .m. 

I just left the Pres ident . -

Yeah. 

395 

And I said "Wha t does this mean - this statement 
Aubrey Williams put on t he Ticker , which reads as 
follows : ' The Presi dent told De puty Administrator 
Williams to hold expenditures within a seven hundred 
million ba lance of emergency funds until next llarch 
one . '" Hel~o? 

Yes. 

The President said, •Tell Dan t hat that means tha t 
I will not declare an e mergency and that t he hun­
dred and seventy-fi ve million dolla rs cannot be 
used and I want them to keep it until at least 
Karch lOth." And he wa s very emphatic. 

Really? 

Oh yes . 

My gosh, they ' ve got to do someth ing over there 
pretty quick then -

• 

I ' ll tell you what I'll do, I ' ll - what does it 
mean, s even hundred million bal.ance? 

What does it mean? 

Yeah. Well let me send you t h is thing -

\'/ell , i t means - i t means that ah - that they ' ve 
got - let ' s see, four -

Well , let me - let me send it t o you, see? 

All right. 

Where axe you? 

In the budget. Well, I 'm coming around that we;y 
r i ght a way - I ' m go ing out - I'm going over there 
at 2 o • clock with lliss Perkins fol" something - I 
don't mow what i t -
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B: 

HMJ'r : 

B: 

BJIJr: 

B: 

!{)L1r : 

B: 

HIIJr : 

B: 

HIIJr: 

B: 

BK.Tr: 

B: 

lHIJr: 

Bl 

BKJr: 

B: 

mur: 
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Well, ftoP by and I 111 hand it to you. 

All right. I want to t a lk to you anyhow - just 
a moment. 

396 

And - ah - ah - but he was very empha t ic. He 
said h e will not declare an emergency and the 
hundred and seventy-five mill ion has to l ast 
until at l east March l Oth. 

Ylell ·t hat 1 s pretty good news. 

Well, I'd say -

From your standpoint and mine. 

And then I told him of the work that you and I 
had done behind the s cenes - and he was de­
light ed . 

Really? 

Now I t alked to Aubrey Williams before he want 
over t here -

Yeah. 
And I a sked him to let me lmow what happened 
a fterwa rds . 

Yeah. 
And when I questi oned him about t hat letter be 
was v ery va gue about the letter. 

Sure. Sure . (Laughingly) 

But t he Presid ent wa s very much pleased with what 
you and I had done and he said, •Tell Dan t hat 
that hundr ed and seventy-five mill i on dol lars 
will not be touched until the tenth of llarch. " 

Fine. And that she stays in reserve then? 

Yeah . But this thing i sn't clear . 

All right. Well I' ll t ake a l ook at it and I'll 
be right around. 

All right. 
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HMJ'r: 

Operator: 

BII.Jr: 

Kenneth 
Hogate: 

IUIJr: 

H: 

Blr!Jr: 

H: 

BMJ'r : 

H: 

1!11J'r: 

H: 

Bli.Jr: 

B: 

RII.Jr: 

B: 

RJI.Jr: 

B: 

BJI.Jr: 

Hello. 

Mr . Bogate. 

Hello. 

Thursday 
October 13, 1938 
3: 40 p . m. 

Hello, Mr. Secretary. 

Bow are you? 

All right. I t ' s nice to bear your voice. 

Good . Well we went through a tough month in 
September . 

(Laughs) Well , I should say so . 

I t ried to spread a little oil on t h e troubled 
waters by telling them we'd keep the exchanges 
open. -

Ah - well, ah -

I t h ink so . 

how right you were. 

397 

• 

Ah - and you spread oil a t the right time and 
ah- I think 1t 1 s fine . I think the ~rhole thing 
worked out marvelous. 

I'm calling you up - I 1d like to borrow one of 
your men for a while. 

Well I had a letter from - from Jean 

Yes. 

- about that . I ' ve been out of town- just got -

Yeah. 

- back today and I find this letter here and ah -
ah - of course, any thing that you want to do I -
I want to help to the best of. 'llfY ability. 

Well, here's the point ab - he's been frank and 
I ' ve tr i ed to be frank and I - ah - naturally 

Regraded Uclassified



8: 

!UIJ'r: 

8: 

8111Jr: 

.B: 

!UIJ'r: 

8: 

BMJr : 

.B: 

.BMJr: 

.B: 

WLTr: 

a: 
.BMJr: 

.B: 
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be can see from now for two years, but be 
doesn't want to get out on the end of a lt.b 
and then !eel that - ah - ah - be wouldn't 
have a chance to get back with you. 

Yes. 

And ah - he'd like to satisfY himself along 
those. lines . I don't think he wants a written 
guarantee but he just likes to know that if 
things were about the way they are that he ' d 
have a welcome there. 
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Well , that is certainly true. That • s - I -
I have just thiS question of wording that thing 
in the right way . 

I see • 

I mean ah - ah -asyou know the 
the newspaper 

I know. 

of 

- so far as a written guarantee is conperned -

Yes. 

I Just couldn't give it though I'd like to • 

No, I don ' t think he wants that but he ' d Just 
like-

But certainly, so f ar as intention and desire -
ah - I can be unqualified on that. 

Well - ah - I think be1d be very helpfUl to me 
and ah - without being illlmodest I think a year 
or two with the Treasury wouldn' t do him any 
harm. 

I think it would do hiln good. 

When he went back to you if - ah - things were 
stUl as they are now. 

I think it would do him good. And ah - I think 
a year or two under your supervi sion would be 
excellent training. 

\ 
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H!I.Jr: 
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BlJJr: 
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BMJr : 

H: 

c BW"rl 

a: 

IUIJr: 

8: 

BJIJr: 

H: 

HMJr: 

a: 
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Fine. Well, I ' ll - I imagine you•U co-.m1-
c a te wi th him and then I'll hear from him again. 

Yes . I 1ll - I 1ll communicate with h1m today so 
you should hear from him tomorrow. 

Thank you so much. 

Bow are you and your f amily? 

Vle 1 re getting a long all right. And you? 

Fine, thank you . 

All right. 

I hope you're going to get a little time in 
Dutchess County the next two weeks. 

Yeah. 

I ' ve never seen it more beautiful. 

I'm going up Friday nicht and I'm going to try 
to stay there until Tuesday or Wednesday . 

Well, 
the -
and -

Yes. 

I hope you can. 
from Monday and 

ah-

It wa s Jus t superb. 

I - that 1 s 1'1bat I did 
Tuesday of this week 

Fine. Hope to see you soon. 

Thank you, sir. 

Goodbye. 

Goodbye. 

399 

Regraded Uclassified



( 
............ u.. 

I• - "' __. _, ...... - ...... 
._ .-ft._tllll .. ,_ taat I If ua-..• tw. ,... .. --,I> laJ»J• I ... lfllll. 
fll '-' ..._ I ..U .... a I ,, .... U II ,... .................. - ... .. _____ ..,.. ...... .,*- ... 
11 .... I .... llaw U _. >, 6 - .... 

"* ell ... wlalllll, 

''-""· 

... I hW" ... • 

.. , .......... ., .. 1Milt 
• ..u , ..... . 
... --. ... $. 

enve l ope marKed "P.:.R::.o: •.• L" 

10. dl 

400 

Regraded Uclassified



~ ~ October 10, 19~8. 
1 ..... C .. I.YIIfO •~.&A.el. OIIOl'C Ull,.l4\.. 

COIIPIDEIITIAL 

Dear Henry: 

Sorry not to be on hand at tbe end ot last week to repl,y to your 

note. I spent tbe weok- end in Providence attending a Brom Urdversity 

tnllltees 1 meeting, and visiting witb -e of tbe people I know there. 

The new issues market seems just no" to be 1n good condition, 

with very little wuU~ested materisl about . There were three important 

401 

corporate issues last ...,ek, aa tollowa: • 

$57,500,000 Virgirde Kl.ectric & Power Co. let & Ret. lltgo. 

~ l/2s, 1968. 
$M,ooo,ooo !licbigan Consolidated Cas Co. let lltge. 4a,l96~. 

$ 8, 000,000 !Aichigan Consolidated Cas Co. 4,~ Serial ll<Jtea, 

19:59-1948. 

Tbe Virginia Electric & Power Co. S l/2e of 1968 were e~~&erl.Y 

sought etter and met with an excellent reception. The bonde were taken by 

practicall,y all of the large 1nsurant4 oompeniea end tbe l>Niks through the 

country were also ~ers. Tho issue price was 10:5 1/2, to yield ~.s~, and 

t he¥ are curr«~tl,y quoted 104 ~ 4 -5. 

The W.chigan Consolidated Caa iaauea were somewhat slow but t he 

account ia 1n good shape at the present time. All of tbe bonds ha'fe been 

sold by the !IYDdicate but there is evidence that a IlUIIber ot the doalera 

participa~ hove unsold balances on hand. We are Wonoed thAt the Metro­

politan, tbe Prudential, the Tr&Telera, and the Aetna were ~era, but, 1n 

-e caeea, the a110unts t aken were subatentiell,y lese than is their U!Jlel 
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practice. 

As you mo;y know, there hnve bem t.o leaues in recent •eeks 

11hieh did not go particularly well . 

Tho first of these was $10 ,000 ,000 Crucible Steel CompllllJ• of 

America Teo Year Sinking Fund 4 l/2% Debentures due Au;ust 1, 1946, 

orliJlnally offered a t 99 l/4 on August 24 . The bonds subsequently sold 

as low oe 89 1/2 but, on fairl,y good buyln4 , havo recov.,red a ,;ood p!irt 

of their loss and currentl,y are '!UOted 94 1/4 - 95. The ~~;;ndicste has 

closed ao that the bonds are in a tree lllarkct. 

The other issue was $50, 000,000 YOU118stown Sheet ond TUbe COOI­

pany Conv~rtible ~ Debentures due Septe:>ber 1, 1948, "hich trore offt'ro-1 

at pc.r on Septmber e. This issue sold down to 95 5/4, but , on heo.vy 

buying, has aoved back almost to the orl.glnnl price of pro·. The oerkct 

is quo':.od o.t this time at 99 l/2 - 99 S/4. This syndicate is nlso closod 

and t ho bonds, therefore, are in a treo market . 

Certainly, t hese t"" issues no lol18er constitute any possible 

thre:ot to t.'>" e~arket. 

In tho municipal market, there wero no i ssues of any 1.mportllllce. 

Prices ebowed strrmgth in ~patll)' nth tho rest or the market, Ceey' iseuee 

equnllng the pravious 1958 high prices. 

turil18 the last week there was very heavy bU¥ln4 of' all classes 

of securities. The top-grade corporate socu.rit ies, where available, were 

purchased in volume by tbe larger financial institutions. Second grade 

bonds also ooved forward on a very ndo front, nth prices ~ up tr002 

three to nine points and with bqying scattered all over the country· 
The 

big nre houses reported particularl,y active bUeinese fro• all their 
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branch ofttces, especially throughout the aid-western section or the 

countJ;Y. 

Tbe principal dMger at the moment seems to be t!utt tbe 11arket 

mil¥ go too fast 8lld too for. 

Honorable Hen:y Uor:genthsu, Jr., 
Secretary of tbe Treaau%7, 
llasbington, D. c. 

!IRB.H 

Sincer~ yours, 

~ /S-. .. ~---J 
• 
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