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TREASURY DEPARTMENT 

( y ..,,. lfonmber 17, 1938. 

·-
SecretAry ~orgsnthau 

~. To.ylor 

I am enoloeing copy ot the mellli>ro.ndwa left with • b;y Bn'l.ey. 

Ill conneotio.n with the aeoood paragraph, he ~~:ave me a tl~~:ure Which •• 

ollly tor you ADd the Pr eddent , theret.ore I will .not i.nolude it 1.n the 

""IDOr a.ndum, but will t>oJ:-1 you in the morninc. .U you •~JU .. ted, I 

thanked him for the """'orD.IldWII !Lild add that we appreciated receivi~~& it 

ond that atter you had had OJ> opportunity of atudying it you llig)lt wiah 

to talk to hila, He -.nted to !mow t r there •• o.nythl"ll that we wiahed 

to toll him about development• in other po.rto ot the •orld, euoh aa tb.e 

Far Eaat e.nd I uid no, that there •• noth i ng at th11 time . Be eaid 

th&t they bad been ~~:lvi.ng the Chl.neae a little help , but ·not very llllOh, 

through the Export Credit a G to.rOJ>t;y Fund, 

Earlier in tho day I hid a meeting with Alexander or F ,A,A, and 

W.ur s , Buck and llonnlng &bout a propoaod regulation Which had been 

botborlll&. Attar about u hour they got it into ahape ao thlt I thlnlr: 

1t will meet the objeotione, which ,.re quite apparent. 

I alao had a call troa Irogoyen, the Argentine Financial Councel lor, 

'IIIIo dhcuased geDersl condi tiona aD:i aclYanced the intol'lll&tion that hie 

country...,., ~~:oill& to have good c ropa, that price• were not aatlataotor;y, 

that tbo budget tor the year juat ololbl& would co,.. within 8% ot being 

balanced, but t he proopeota t or 1939 ,.re probably not '!Uite u good and 

t hat 1t alght be Moeaeary tor thea to borro• additional tunda in th1a 

\ 
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111rJott 1n orde r to tide tbea oTW. 

1 t.ttmded Seol'ltt&l')' Jlu.ll' I lUDOh- tor the trade deleptiOIUI 

and ut next to the Britiah Ambo.a ... dor. Be did not, ho-er, -tiGil 

the poa1 tion ot the polllld but told • that Betli.,. ht.cl been lt.ld up tor 

& cl&y, 'lf!lioh probabl y explt.11l& 1lby- did not r eoeiTe the encloaed 

oe•••&e yeaterclay. 

.. 
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REB 

Secretary of Stat£ , 

Washington. 
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PLAIN 

London 

DatEd November 17, 1938 

Rtc ' d 3:40p. m. 

~'OR TREASU!lY FROM BUTTERI'IOR'I'H : 

1Z2'1 , .NovEmbEr 17 , 6 p . m. 

Both thE dollar- stErling and thE franc- sttr l 1ng markEts 

wE rE \'try thin today . ThE dollar fluctuatEd bEtwtEn an 

opEning ratE of 4 .69 5/8 and a closing ratE of 4. 71 1/8. 

Thtrt havt bEEn somE natural offErings ,of dollars as a 

result of a fEw pos~tions bEing closed out and just bEforE 

fi xing thE Bri t ish authoritiEs sold dollars to push thE 

ratE to 4. 70 1/8 for thE fixing. 123 bars wtrE sold at 

gold fixing at 1478 . 10 l/2D. thE British fund supplying 

all . 
DEspitE all dEnials thE ExchangE marktt still awaits 

the publication of thE Anglo-Amtrican TradE AgrEEmtnt to 

bt assurEd that it contains no new exchangE provi sions . 

KENNEDY 

HPD , 
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PAJWIBJilU or nr.ppuy JUOKIDD 

ftl<*: .Aauioaa •'b&aay, Pvia, rruoe 

D.l!&: Jcw•bar lT, 1938, 15 p.a. 

10.: 1~1 

JROII OOOIIl.U • 

122 

. u fiYe o 1 oloolt I t&llted wUh ~b.a Bank of J'ranoe. 

Today ~hare ... ra~har Up~ ~ra4tn&• !he ooatrol puahed 

t he rate down ~o 178.50, yieldiD& a~arUng 1.n~era1Un~ly 

through ~wo Paria banlta. !he control had a aligtat pill 

on foraip exchange for tb.e day, ~hroup counhrbalanoill& 

operation• of the marlte~. 

'l'b.e loYaber 10 atatemen~ of tb.e Bank of J'ranoe ooyered \ 

the period before tb.e new Re)'11awl. arrangeaen~ with tb.e Banlt, 

so there were recorded no 1aportant ob.angea. CDYerage roae 

froa .a.?l ~o <ll.ll, wiih diaoounta and circulation bo~h 

lower. Coad1Uo111 of the IIIL1'lr.l~ aa nidenoed by oonttnutnc 

high total of 30-d&y diaoOWI~ ponfolio did not nidence 

any ob.ange ill ~~ official bank rate. 

Deo•ber IS 1a ~~ date ~bat Parliaaent 11 Ulr.ely to 

conYene. !here 1a all -=•r of apeoul&tion aa to tb.e 

pouibla oouraea and d&Yelop.enta, but n.o clear 1.nd1caUOill 

are apparmt ao far . 

!he 'banlr.a ill Paria - inolud.1114f tb.e llcllt of J'ra1101 -

Will be opm for bllailleaa la~urday aorniq, lcwlllbar 11. 

!c.Q&y bet~er aarlte~ for J'riDN rlll~M u4 ahara• 1.a 

anUoipation of apHOhea tODipt by Jli)'JIA4, Lebrun u4 

Daladie. 

WIL801. 
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November 17, 19~ 

The Pres ident said to me today, "I am getting sick 
and t ired of the French and I certai nly will not bother with 
them any more. • This is t he second time this week that the 
Presi dent has tol d t h i s to me. 

' 
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' 

Regraded Uclassified



liS -
tt htlanln& or pqolo41t l,et• 

3:S 
119 
40 

................• 2 ,'1.8 

•••••••• 0 ••••• • •••••••• •• ••••• 360 

•• •• • • • • 0 ••• 0. 0 0 •••••••••• •••• • ,.0 
oe Jl'i'olto debt ••••• • •• • • • ••• • • 10 

,.-rurtacliOO• • • •• •• • •••• • • • • •••• fO 
1& 

!'o'-l ••~•n41~ •••••• •• •• •••• fiD 

at -=4 or per1oda: 1,!593 

• •••••• 0. 0 ••••• 0 •• • •••••••••• 1100 
oo\ee •• 0 • • 0 ••• 0 . 0. 0 ••••••••• • • -

1 

/ 

lUi - ----IJa •UU•• or ..UU.I 

liR - 70IIUAKI ,__ - .uoan. W.T 

1,&13 2,U1 1 ,11&0 1,680 1 ,KI 1,437 

* - - 11110 - ~0 

' -u 1!3 -. -10 M 

so 100 00 40 31 30 

)foofoo 1100 

3,o:30 !,Ole I,Sla ··- 1,108 1.-

3&0 - 3.\& - 400 3~ 

110 no 240 •• •• 14& 

1911 1& :0 1&& 
.., 10 

• 10 l3 1.1 ~ 31 

:lO 1& Ill 00 Jf> l& 

- - 6SS - n1 -
1,17., 1,•o 1 , 680 1,M8 1,- 1,141 

400 400 400 &00 400 1100 -
400 - 400 1,- - 1100 

l!!!l• Doe• aot: 1.•11* a-rt•• P..,lJ..l', 1·1/•, l.a __ , or .,._...,. Z.. 1 , lt», 

.1 .. ·= ,.._111.7 ...... -. 

,_ -
1,147 1.-

.as 3,UO 

• 141 
30 -1100 1,-

t ,JM ··-
>60 ··-114& 1,010 
100 .. 

1D -., 115 

,,, ··-
l , .Hl l,ta. 

- 3,~ 

1,294 r,236 

1,696 ,,736 

Regraded Uclassified



TREASURY DEPARTMENT 

INTCR OP'PlC:& C:OMMUN LCATION 

To Seorei&r7llo~~ 

•- 11. A. llarr1e 

' · Be4lq 

lloet of \he lOAC t .. 'boDb .. \altli ehe4 .., all .. tt.e hip dlar1ac 

the l u t ""It 1A Oo\oller. SiDce \bat \t.e ! rea8V7 'bode han "-

aoY1DC 1rreplarq lower, wUh \he lC~~~Cer ia-• wff&r1DC \he larpr 

louea. Bonnr, 4.,-~ ohallpe haft 'bM• o 011f1Ae4 t o -.11 fi'MUou. 

Siace l ona'Nr let, \he &TUlip price of \he the l~t !reuu7 -.u 

baa decl1Md a llo..t 6/l'lM of a poillt u4 \he &Y&J'11&11 price of all ~ 

bonda haa 4eol ille4 allout 14./aa.u. 

In tbAo !re&ftl7 noh •rat, \he l o111er h-• han 'bMn 4eol1a1DC 

ever tinea \he a1d4le of 00\oller , 111 \h \be &ftJ'11&11 pr1 .. ef \hoee h-• 

b•"fJ' ••lliDC p..._.nn. ~ 1~ pri .. a appear \o lie the renl t of a 

reluc\anee \o enter \he urat oa \he part of lllTet\ora, wl>o ~~~~p&r•'l.T 

The ~~&rat -• t o lie e:~pMtiliC a fl..-,_.. aote &114 a loiiC teza lloll4, 

'l'bicb 1e aleo 11l41oate4 'II)' the pri ce 4eol1a• of \he ftrl.,.. larue. 

1\ ~~ppeare "' .. thet, a• a .-lt ef thle ~ ....,..,, tbe 

tbat, 1t the Jleoallw ti-lliC h te oouht of \he ~ of the 

$942,000,000 of !N&ftl'7 llOM& ..,. ill llaNil ltat ea4 \he raieiDC at 

$eOO,OOO,ooo or •r• 1a ..U. a fhe-7ear '-1'7 •ow u4 a lOliC tera 

Tr•IIU17 lloa4, prw1'..,.'1117 a 1 l / 4tf, lloa4 tu lta-tl (...,pare) or 
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&e 1961-68 (»«<pan) be ottenl •• fer oaa11 8K ==hml'l. 
a. U.. a\\aabM U..\ w !Ia" lbW a -kr of po .. llolo -.a 

u4 110\o h ..... \loa\ lllp\ 'M offoi'M for oaall a..t enh=ace, oloo 
U>t nUaa\ocl •J'Ial\ Mate aa4 p..-1• for .oil of \lieN 1- are 

ct•oa. . 
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ltcn•'t4 t • .,, .. 
1-1./fl/. 1/ 16/43 (+--3/4 7"· ) 
1•1/ W/o 13/.16/ fa (6 7"· ) 
1- 1/f.f• 12/16/ fa (6 7"·) ... 
•1./. 12/ 11>/ 61-64 (13-16 yra.) 

•1/ a(. 12/ 16/61-N (la-16 7"·) 

H /fl/. 12/11>/&a-68 (16-3> 7"· ) 

a-6/ fl/. 12/11>/ 64-6'1 (16-11 7"· ) 

ovra,t 
MeWS 'e• t a 

O,tl! 
o.tl 
o.ta 

2.f3 

2.39 

2.62 

2.611 
2.64 

2.67 • 
2.64 

2.63 

~ll!s•• 

lt$1MSt4 

P;wl• 

3/ 4 pota\ 
3/4 potai 
1 p \. 1o/aaaa. 

3/4 poiai 

1 pi. 7/32aa. 

1 p t . 10/321lih 

1 1/8 pota\a 
11/4 pobh 

1 1/2 potah 
2 potah 

1 7/8 potah 

Oq,ta t.tpd'M l a m e b. 
Mlll t ppe Af pPJ l ep 
the' art ti t,htr c allable 9 r 

4n.t i p the xMr• •vn•' • 
for a• i epee 

• 3/4• 6/16/61-64 - $1,62'7 
3• 9/16/61-66 766 
3-1/ 28 12/16/49-63 1,716 

3-1/28 12/16/49-63 - 1,716 
3-3/48 6/16/~ tll 
3-3/48 1/ 16/61-64 1,12'7 
4• 12/16/44-64 1,03? 

3-3/48 6/16/68-63 911 

a-3/4• 6/16/6&-63 - 911 

eo.rras I ii lli&l lE•I• 
1 po1ai 14/ 32aa. 101. 18 

• l)w to \blo 1o.u r.-chlaa lle70d aJJq of Ula ov.hialld1DC 1o.uo, Ula uaoi -rial\ lleato to 
4lffloal.i to eou.aw. !baratore, n baYe lh• two "been . !be tlra\ n ooao14er ao qlllw 
ooaM~\he, 

.. 
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llE. 1940 BUDGET November 17, 1938. 
11 :05 a . m. 

Present: Mr . H&nes 
Bell 
Gas t on 

R • . : . Jr : 

bell : 

i! . :.! . Jr : 

Bell : 

R~nes : 

ii . .. . Jr : 

Ilanes : 

n . .. l.Jr: 

Elll.l : 

n , _ , Jr: 

.-ell : 

0Lst on: 

bell: 

l.!r . 
u.r . 

This h&sn •t been checked, so you may find· some •••• 

Starting t o apologize alrehdy . 

.;ell, they klnd of had me on the go this morning . 

(Group reuas mecorand~) 

I 1 c not trying to caeck these ticures . I don 't. 
:rno;~ ·•he t ner this f1 ve billion tnree is right or 
Jlrong • 

.. e ougnt t o check all these fio;ures . 

Ba~e you had a chance? 

No . 

Because •·.·e wer e talking f roc memory, and I heven 1 t 
checked with my boys . 

hell, I ' m going t o le&ve it to these t wo fellows . 
I 1 ve g~i no org~n1zation . 

I thiffi< He ought to check t hat . ,,e sai d t o the 
Presiaent nll along we•re getting it from memory; 
let ' s get it accura t ely occoraing t o our estimates . 
I don ' t thlnk it ' s f or wrong; nevertheless, I want 
tog et it accurately . 

Shoulan1 t be wrong at all . 

Herber t ' s beginning to s \\·ec.t under the collar . 

Yes, wnat• s tbe matter ? 

You ' r e thinking of excuses. 

I t ' s 11.Wful easy t o ?Ut down on paper: $2, 000, 000 , 000 
mor e r evenue . 

You' re thinking of what might go in the budget 

* Memo entitled •Confer ence with the President on 
November 16, 1938, Regarding Tax Pr ogr am To Be 
Submitted t o t he Next Congress• - Copy in Ur. HAUel 1 

files . 
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H&nes: 

R • .>~ . Jr : 

Gell : 

il . ' . Jr: 

·ell: 

ll. :d. Jr: 

ll~nes : 

Sell : 

n . ... . Jr : 

Bell : 

I'I . .. . Jr : 

r ell : 

ll . :o .Jr: 

-2-

message, Herbert; I don't t hink we•ve got•en to 
tas t point . 

Your figures should have been over nere . 

I ' m jus • giving them from memory . 

I don ' t - you cvul un• t r emember those, but he 
i'iw lly got up 1• six billion oeven, he compromised 
with you on six billion seven . 

130 

I showea tha t in the next paragr aph, but I t hink the 
r ecor d ought to sho.v ho.v much we ' ve go t t o cut i .n 
o r der to come do>;n t o the s i x billion seven he indi­
c&ted . 

" ·· · toe bat t lesnip and s bomb exploding"' - I didn ' t say • a bomb.• 

Oh, didn 1 t you? 

" ·· · ll battleship s nd a bomber." 

B- o-m-b-e-r. 

Jh, excu3e ce, I d idn't get it . 

" L bo ttlesni~ &nu a • 
n .. . L bc Ltleship ~nd airplane bomber . • 

.nirpl&ne bomber . 

O. K. 

Airplane bomber . Huh? 

Bell : Yes . 

{Oro~op reads further ) 

Bell : It says wnat g r oup would be hit . That ' s wbat he wanted . 

H . .J .Jr : You d i dn 't say whether that would exempt apples . 

Bell: No, I didn't put that in. I didn' t say up here tha t 
his billion was dishonest either. 
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Gaston: 

!iell: 

1! . :.1 . Jr: 

Bell : 

H. J . Jr: 

B.:.I . Jr : 

Bell : 

B •• l. Jr: 

iloll: 

'I!<Jles : 

Bell: 

H.:.I.Jr: 

Bell : 

!I . :.!.Jr: 

Bt!ll : 

- 3-

·:th e t billion? 

For :IPA . The Pr esident said, " Let' s be t horoughly 
J i shonest, put d own a billion dol l t..rs for WPA ." 

. 
~nis t nlng on the bottom of page 4 - tbnt isn't 
~uite clear - •stamps t o show that the taxes pai d 
~¥e re fo r the purpose of f 1rwnc1ng tne additional 
national defense expenditures a nd the expenditures 
t o t ake Olllre of relief . n No, wha t l said ••.• 

It 1 s a little awkwar d , yes . 

" ··· for tne yurpose of financing the additional 
national defense expenditures . • 

?erioa . 

Period . And I so.id, "And another speci al tax t o 
take care of the expendi tures for relief . " That 1 s 
what I s uid . 

But not c. stamp . 

No . 

Strike out •stamps" above - plural . 

\':by not ShY •other taxes t o t ake care of r elief -
extra taxes . " 

131 

•Should have a specially des i gned stamp to show that 
the t &xes paid are for the purpose of financing 
the edditional national defense expenditures and 
other t uxes" - I t ake it - "for relief expenditures ." 

(liri t ing) • ... other specicl t axes ... " 

"·· for relief purposes •.. • 

l:.armar><ed? 

ilell , they wouldn' t be et..rm&rked in the sense tha t 
the r evenue would b e earmarked , but they' d be e ar-
ma rked i n the r ecommendation. 

H. J . Jr: • • • other special t axes ..• • -would you say •excl u­
sively ... • ? 
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i:lell : 

H.U.Jr: 

Bell : 

!! .:.t . Jr : 

tlunes : 

I! . ~! .Jr: 

Bell : 

B.Ol . Jr : 

&ell : 

H • ..: .Jr : 

Bell : 

B. :.t . Jr: 

R~nes : 

a . ~ . Jr: 

Bell: 

fi .:,!.Jr : 

fl&nes : 

&ell: 

-4-

" s~ecifically levied f or r elief expenditures ." 

Rill you fix tha t up? 

Uh-huh. 

Taat • s the liay I had i t in mind. 

Tha t ' s what you said too . 

John - and t ha t ' s v1hat I sa id. What? 

Well, it wasn ' t clear t o me whether you wanted 
st,mps for both of the~ . 

No, a stamp for national defense . And then a 
special tax, n~t a stam~, f or relief . 

Probably h~ve a s t emp that would .•.• 

P. SiiOVel? 

No, something to t ake ca re of human needs . 

Vlell, I hudn ' t thought of tha t. I didn ' t say that, 
did I? 

132 

No, you didn't . b s for your other special tax, your 
otaer increased taxes would t ake care of r elief. 

Now, I ley great str ess on that, Dan - t o have that 
right. Please . 

All right, I see your point . 

It ' s <!Ui te di fferent, you see . 

I suggest tha t you t ake Raas 1 s char t which shows -
tha t one which was r r epared showing income of differ­
ent l evels and taxes you produce, and a ttacn t hat to 
tais tning . You knox t be char t I mean? Don't you 
t n1M so, J ohn? 

Vie could get that photost ated in Jus t this size -
letter s ize . 

~an't t aKe the colors and ~hotostat them . 
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Ilanes : 

a ..•. Jr: 

Hanes: 

Ddl : 

H. :.I. Jr: 

Bell : 

I:I • .< . Jr: 

Rune:; : 

H ••• • Jr : 

!lbnes : 

Bull : 

H. :.t . Jr : 

Bell : 

133 

-5-

•lell, .1e could color tne~:~ . 

I•d give him a color chart; he 'd 11Ae i t. I ' d give 
nim & color chart of t he rigllt s i ze, s:1owing tbe 
nationcl income running from ov t o 100 . 

Yes, 60 t o l vJ . 

tlope ne doesn't r elease it . 

Other th~n the det a ils and just that one principle, 
it ' s all right . I f y0u fellows will do tne f igures -
I .mow y..>ur time is rushed - if you want to go t o 
Hanes 1 s room ... 

I'll Just &ttach t ba t t o your copy . 

Yes, if you ~ill . 

All right, &ent s? I mean if you 1vent to go chead •••• 

It • s a!l r lght t o get hold of Blough and get him to 
work on lt. 

•·ny thing - oh, sur e . 

~n~ caecK these f igures . 

Yes . 

Uoes this ha ve t o go over todey? 

No . 

J ohnny can t oke it, if he want s to, and work on the 
figures und give it t o me tomorrow morning, and 
I'll e ive it t o you. 
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PRBSONAL AND STRICTLY CONFI~"l'IAI.. 134 

Paris, Kovember 17, 1938 . 

Dear t:r . Secretary: 

On November 10 I received your letter or November 1, 

r equesting "by mail a timetable and details or what 

happened, beginning with the receipt or my cabl e t o 

you or October 29t h" . For t his purpose I have pleasure 

i n attaching two oemoranda, or Noveober 2 and 11, 

respect i vely , the dates on which I dictated trom the 

penciled notes which I had currently ){ept . 

Your initial instruction in regard to secrecy has 

been strictly followed. I have not centioned this 

catter to Wilson or to any or my other colleagues. The 

Kave.l .l.ttache knew or our exchange or cables, but nothing 

subsequent thereto. My secretary has done t he typing 

of the notes, but has not seen Monnet•s memoranda. 

:t.onnet kept a copy or the memor andum which Rueff read 

to us. I have gi ven him no other documents and have 

not mentioned my notes or t his letter. 

Until last night, I had not s een }Jennet since our 

conver sations 

The Honorable Henry ~orgenthau, Juni or, 

Secre tary ot the Treasury, 

Washi ngton, D. C. 
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- 2 -

conversations ended on t:ovember 10. Yeaterde,y evenillg 

we arranged to meet, at his request. He told me that 

he had telephoned the Ambassador in Bermuda as to this 

matter, and showed me the draft or e cable which he 

was sending George l:.urnane to get to Mr. Bullit when 

the latter reaches New York en route to Washington. 

This briefly SW!illlarized the situation. l~onnet told 

me that he bad spoken further with Daladier 1n regard 

'31: - :> 

to the plan . I have done nothing more . The Government 

m~de its choice. I reel that nothing should be done by 

us that might hurt the cha.nces tor success or the 

Reynaud program. If it should fail, then let the French 

think up t heir next cove. 

:lith very kindest reger4s, I am, 

Faithfully yours , 
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Paris, France, 

November 2, 1938. 

MliUORANDUM ----------
At ll a.m. October 31, Lieutenant commander 

Hillenkoetter, Aeeistant Naval Attach' in our Bmbaeay, 

delivered to me personally the following mes~age which 

be had bimselt decoded and had written out 1n hie own 

bands 

"To1 Alusna, Paris. 

Following instructions Merle H. cochran only 

trom Se cretary Morgenthau. 

Please ask Nr. Daladier to see you alone at hie 

home without letting any French or American 

orricial know about it and then intorm him 1n 

strictest confidence that you have the rollowing 

message tor him QUOTE Mr. Jean Monnet who ia 

seiling on the Bremen today has seen the President 

and myselt and is carrying a very iaportent and 

aecret meseage ror Mr . Deledier relating to the 

French tinancial situation UNqDOTK Plaaaa impraaa 

on L\r. Daladiar that thia ••••as• ia tor him 

axclueivaly. Adviaa aa throusb aaaa ch&nnela 

or communication whether or not you have been able 

to ••• 
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to carry out this miss ion successtully ." 

In answer to my inqui ry, Hillenkoetter said the 

message was dated October 29, but had not been received 

by his ottice until late on Sunday, October 30, and 

had been decoded by him just betore delivery to me. 

When I insisted on the extremely contidential character 

ot this message, he said that no one was aware ot it 

except his chiet, Captain· cogswell. Since there had 

thus been some delay in receiving the message, I thought 

it urgent to act at once. I could not telephone 

Daladier without r isking a leak either at the Embassy 

or at the Ministry, since it is impossible to get a 

call through to the Prime Minister without it going by 

at least one "butter" assistant. so I went unannounced 

to Daladier•s ottice where I am practically unknown. 

At 11:45 I arrived at the Ui .nistry ot •;;ar, 14 rue 

St . Domini que. I saw M. L6onard ot Prime Minister 

Daladier•s statt. He told me that Daladier was meeting 

with h i s various Ministers preparator y to the assembling 

ot the Cabinet in the atternoon. I asked tor a person.el 

interview with Daladier, a t hi s home it at all possible, 

to communicate to him an oral message "trom the other 

side". I stressed that this message was highly con­

fident ial and bad not been received through the Embassy 

channels. I said thi s was the tirst time I had been 

instructed to see Daladier . Leonard promised to keep 

the matter absolutely secret and to call me back, using 
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hie own name and without making any reference to the 

name or hie principal . He assured me that be would 

tix an appointment within the next rew hours. 

I walked back to the Embassy and at 12:25 Leonard 

telephoned me that an appointment had been tixed tor 

2:50 the same afternoon. I accepted this since it was 

to be the first appointment atter lunch and there 

should be tew people around. Incidentally, when I 

have visited Blum ' s home when he was Premier I have 

bad to go past all sorts or press men, guards and 

assistants. 

I went directly to the Ministry or war rrom my 

home atter luncheon. I was recei ved by Daladier alone 

at 3 p .m. I told him that I was Secretary Mor gentbau •s 

personal representative and explained that I had re­

ceived a message outside or the usual Embassy channels 

which I was to communicate to him alone and exclusively, 

orally and secretly. I then gave him the above quoted 

message in French. He made a brief note without taking 

it down verbatim. 

Daladier told me that be desired at once the 

1ntormation trom washington which was be ing conveyed 

by special messenger, without waiting wonnet•s arrive! . 

He stressed to me the urgency or a decision on hie 

part since there was to be a Cabinet meeting at 5 p.m., 

to be f ollowed by other meetings until the series or 

decree-laws was complet ed. He was most appreciative or 

the initiative or Kr . worgenthau i n sending sa.e 

••••·~s• .. . 
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message t o him and he stated that he was most anxious 

to cooperate with the united States and to do nothi.ng 

through his decree-laws which would displease my oovern-

ment. At the same time, he stated that to await Mr. 

Alorgenthau •s message would i nvolve a delay in his entire 

program until 1/.onnet arrived on the Bremen late Friday 

or Saturday. It, on the other hand, he pr oceeded at 

once with the wor k or drawing u~ the decree-laws, 

Secretary Morgenthau•s message coming at the end or the 

week might contai n suggestions which would require a 

reversal or decisions already t aken in the week, it 

Franca was t o meet the American ideas. Daladier could 

' not understand why a message apparently originating 

with my Government and i ntended ror his Government 

should be despatched by a non- governmental messenger, 

and why it could not be communi cated t hrough the usual 

channels, part i cularly in view or his own situation. 

He asked me, therefore, to endeavor to procure from 

Secretary Uorgentbau at once, either by telephone or 

by secret code, the messege which the Secretary had t or 

him, or at least the basic essentials thereor . 

I told the Prime Minister t hat I would return 

immediat ely to my ottice and s end by the same code in 

which I had received word rrom washington, a cablegram 

confirming that the notice had been delivered and 

indicating the Prime Minister •• keen desire to receive 

the substance or the message in question at the very 

earliest possible moment . I left my home and orrice 
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telephone numbers with Daladier and requested that he 

ask t or me personally it any necessity arose to com­

municate with me. I told him tha t no one on the straight 

Embassy staff in Paris knew anythi ng or my visit to him. 

After returning to the Embassy I wrote out i n 

long hand end filed wit h Lieutenant commander Hillen­

koetter per sonally at 3:40 p.m. the following message: 

"URGENT 

"Paris, October 31, 

3:30 p.m. 

For Secretary !lorgentheu from Merle Cochran. Q.uote. 

Received your message eleven o•olook this morni ng . 

I delivered it orally end secretly to Deladier 

alone at three o• clook this afternoon. He said 

he would be happy to have any message from 

Secretary ~orgentheu. Be said he was anxious to 

cooperate wi th t he United States and does not 

want to do anything t hrough the decree laws upon 

which he is now working tha t would not please the 

United s tates. consequently he said he would 

like to have ur. Morgenthau•s message or the basic 

essentials thereof a t t he earliest moment . He 

asked me to try to ge t at once from s ecretary 

Morgenthau by cable or telephone the information 

in question. He reminded me that be has a 

Cabinet meeting at rive o•cl ock this afternoon 

to be rol1owed by ot hers in rapid order until 

his • . . 
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hi s program ia com~leted. If he must await the 

special messenger late Friday or Saturday this 

may involve delay or evan reversal or policy which 

would be embarrassing Unquote." 

At 8 :35 on the night or October 31 , Daladier 

t&lephonsd me at my apartment . He asked it I had 

carried out the communicat i on which we had discussed. 

I said that I had sent the cablegram between 3 and 

4 ~ .m . He t old me that he had held his Cabine t meeting 

at 5 p . m. but had postponed a decision until a meeting 

to be held on Tuesday evening since he was so much 

interested in learning what Secretary Morgenthau had 

to say to him. He said he would ~e laying a wreath 

on Tuesday morning, but would be a t tbe Ministry after 

11 o'clock . He said be was goi ng to di nner with some 

friends end could be reached at Trocadero 13- 85 until 

10 :15 that night, attar which his number would be 

!toile 13- 57. He asked urgently if I could not telephone 

to Secretary Morgenthau and try to have the desired 

infor mat i on tor him yet that night or the following 

morning. I promised to make this attempt. He assured 

me that he had not mentioned my visit or my message 

t o any one. 

At 8 :45 p . m. October 31, I put in a call tor 

s ecretary ~orgenthau at washington trom mY, home and 

I got connecti on with him at 9 p .o. I told the 

Secretary tha t I had received his message at 11 o ' clock 
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Monday morning, October 31. He told me to be ca.r etul 

what I eaid. I asked it he had received my reply and 

he sai d that he had not . I explained that I had 

delivered hie message at 3 p .m. and t hat t he recipient 

had asked me to seek information as to the general 

lines or what was to be expected. Otherwise he mi ght 

have to risk reversing decieio?s or holdi ng up hie 

plans u.ntil the messenger arrived toward the end ·or 

t he week. The Secretary said that t he latter was the 

idea or his message . I insi sted upon the urgency or 

the problem here and t he compli cations that might 

reeul t from the delay in communicating the message. 
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The Secretary said the message was too important to " 

divulge. I told him that the gent leman bad telephoned 

me at 8:35 to let me know that he was so interested 

in the matter that he had carried over his Cabinet 

meeting until the following, TUesday, evening hoping 

that he might have the message by that time. I said 

that I had consequently· telephoned to let the secretary 

know about t his . The s ecretary said t hat we would just 

have t o wait; that I would hear all about it in due 

cour 11e.• .t~!l.t he was sorry ~ut the matter wee too . . 
important to telephone or cable. I aaid all right; 

I had done my part in cabling and telephoning the 

s i tua tion. The s ecretary said he would await my 

cable. I asked 1t there wee any hope that I could 

hold out to our friend that there would be any com­

munication tor him attar the Secretary had received 

DlY • • • Regraded Uclassified



- 8 -

my wire. The Secretary replied negatively. He was 

sorry . He terminated the conversation by hengi.ng up. 

I telephoned Deladier•s home, Etoile 13-57, at 

10:20 p . m. He bed not yet arrived. I lett my tele­

phone number tor him to call me as soon as he came 

in. M. Daladier celled me back at 10:35 p .m. I 

said I bad talked with my friend on the other side, 

between 9 and 10 o'clock, that I had indicated to 

him the Premier's interest in the communication and 

bad let the s ecretary know that the Premier bed 

postponed the decision of t hat evening's Cabinet 
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meeting until the following afternoon. I told Premier \ 

Daladier that the Secretary had said that the message 

was too important to telephone or cable. M. Daladier 

expressed his astonishment. He thought this was 

unusual since be knew that there bad been frequent and 

easy communications through me in the pest between 

Secretary Morgentbeu and Prencb lolinisters , either by 

telephone or cable. I told him that the Secretary 

bad not yet received my cablegr am or the afternoon 

when I .~poke with him by telephone . I stated that 

it I bad any reply to this message on the next morning 

or later, I would get i .n touob with the Premier at 

once wherever be might be, since I realized the 

complicati ons he raced, but I insisted that I could 

not guarantee that any eort ot an answer would be 

received. He understood t his and thanked me cordially. 

1 • • • 
Regraded Uclassified



- 9 - 144 

I should record a t this point that after receiving 

the message at 11 o'clock, Oct ober 31, through Lieutenant 

commander Hillenkoetter, I di d not speak with one 

s ingle individual about it, except as indicated here­

inabove. I did not even see any ot my tallow otticers 

in the Embassy on Monday afternoon. The memoranda 

which I made or my conversations have been written 

out by me in long band and are only now being dictated 

to my confidential secretary. 

November 1. &t 10 o'cl ock on the morning of November 1, 

I came to the Embassy to look over the i n­

coming cablegrams and mail , the office being closed 

on account ot a rel i gi ous holiday. I saw no one here 

except the Code Clerk. I was just r eady to l eave 

my ottice at ll o'clock after reading a tew paper s. 

when wr. car iguel reached me by telephone. He asked 

it I knew the latest developments. I replied that 

I did not . He said it was difficult to speak over the 

telephone. I volunteered to come to his bouse, and 

immediately proceeded by taxi to his home , 83- bis 

rue de courcelles, where I was received by him at 

11:1~. When he answered the door he told me that he 

was qui t e alone. I told him that I had understood 

trom my last conversation with him on the preceding 

Friday that be wee going t o the country, to be absent 

from saturday morning until Wednesday morni ng. He 

r eplied that this bad been his plan and that he had 
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sent hie family to the country and let his servants 

ott. l told him that since I bad thought that be was 

absent I bad not endeaTored to keep in touch with him. 

Cariguel told me that the Oovernor ot the Bank 

ot France had told him that they bad been requested 

to come to the Ministry ot Finance tor a conference 

ot technical experts working on Marchandeau•s part 

ot t he program ot decr ee-laws . The two ot them bad 

gone to the Minist ry and Cariguel had to work there 

until l ate in the evening . To the assembled group 

Marohandeau had intimated hi s definite conviction 

that some sort ot exchange control was imperative. He 
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tried to put the various off icials present in the ~ 

position ot admitting the inevitability of and re-

commending such measures. cariguel said this did not 

succeed in so tar as Governor Fournier and be were 

concerned. When the afternoon•& discussion terminated 

Fournier thought car iguel would be tree to go to the 

country tor the holiday. Because ot the crowded r oads 

out ot Paris on saturday night and his poor vision 

tor night driving, cariguel oboes to remain in town 

until early Sunday morning when be motored out to 

join his tamily. Late on Sunday evening be received 

a telephone call t rom the OoTernor ot the Bank ot 

France stating that hie presence wee required at 9:30 

on lo:onday morning. consequently cariguel had drhen 

in trom the Country on Monday morning. 

cariguel had gone to the Ministry ot Finance again 

•lfhere • . . 
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where he participated 1n the work or the experts and 

he remained there steadily until 3 p . m. ~·ondsy when 

the documents were passed on to Marchandeau, who was 

to attdnd a Cabinet meeting at 5 p . m. Cariguel stated 

that the measures which were discussed and drafted 

involved seizing or gold and exchange holdings abroad, 

and various other schemes which would at once lead to 

two rates tor the franc. Cariguel, as well as Fournier, 

has consistently opposed exchange control. In this 

instance, Cariguel poi nted out the difficulties which 

would arise, and stated that halt measures would have 

no chance or being er rective. With the view to 

making the proposition more difficult to accept, 

Cariguel in his drafting teak outlined a vigorous 

scheme of exchange control along the lines employed 

by the totalitarian states. During t he day word got 

to the Governor or the Bank that ~archandeau was 

saying that the experts or the Bank or France were 

favoring exchange control. Incensed at this, Fournier 

at once got 1n touch with the Chief or Daladier•s 

starr and told him very explicitly that the Bank of 

France Governor and teohnioiens were not in favor or 

exchange control; that they had been called in by 

the Minister or Finance to draft on exchange control 

and were simply rendering the best service in this 

technical field that theycould, without commi tment 

on their part as to the merite or exchange control 

1n the present situation. Cariguel told me that the 

chief .• 
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chief prooonent ot exchange control in the Ministry 

ot Finance was the Assistant Director or t.he Movement 

ot Funds, L:r. Sault . Cariguel told me that that I 

had "heard nothing from him" and should be very cautious 

in anything that I might say, lest I reveal that he 

had talked with me over the inside work. He was very 

much of the opinion that Dsladier would not accept 

~:archandeau • s program and that ll.srchsndeau would 

resign during the evening . The Bank of France bad, 

through the Under-Governor, y, de Boissenger, let 

Bonnet know how much they were opposed to exchange 

control, and were sure that th~could count on the 

Minister or Foreign Affairs to fight ~archandeau•s 

progr am. While Cariguel was still talking, Governor 

Fournier telephoned him and requested that he come 

at once to the Bank of France. Cariguel and I lett 

t he apartment and I took him in a taxi within a couple 

of blocks of the Bank, but he oreterred to get out 

and arrive at the Bank without having been seen in 

my company . 

I returned to my apartment shortly after 12 noon, 

without seeing or talking with any one else . GOver nor 

Rooth of the SWedish Central Bank and his wife were 

quests at our home tor luncheon and remained with us 

until after 5 o'clock. This was purely a social visit. 

Only for perhaps one-half hour when Governor ~ooth and 

1 were in one of the rooms alone did we discuss 

financial matters, and this conversation was tully 

reported 
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reported 1D 1117 cablegram No. 1484, November 2, 10 a.m. 

At 6 p . m. Cariguel •phoned me at 1117 home. He wanted 

to let me know that during the day be bad sold 21 million 

trance through London. Three months discount on t he 

franc against sterling had been reduced from 6 l/2 to 

5 3/ 4. He said Daladier bad refused Marchandeau•a ex­

change control plan and that Marohandeau would resign 

later in the night. The rumor 1D London was that 

Reynaud and Mandel would quit with him. 

Cariguel called me again at 8:20p.m., but I was 

out at the corner buy ing t he evening papers. When I 

came back I called cariguel and spoke with him at 8:30 

p .m. He told me that Uarcbandeau was leaving the 

Mi.nistry ot Finance, changing places with Paul Reynaud. 

This was all cariguel knew. He was not sure whether 

the information bad been given to t he press, as be bad 

just received it by telephone from Governor Fournier. 

At 8 :40 Rowe-Dutton, Financial counselor ot the British 

Embassy, telephoned me to give me the above news, that 

Marchandeau bad resigned and Reynaud had taken hie 

place. I asked him it this was public. He said yes , 

it bad been given out through Havas. I told Rowe-Dutton 

t hat I bad not been 1D touch with the Ministry ot 

Finance since a brief telephone call on the preceding 

Friday and knew nothing ot the developments e!Doe then. 

Rowe-Dutton told me that be had an appointment to see 

one ot the ottioials at the Ministry ot Finance on 

TUesday and be would let me know it be obtained any 

' 

interesting • • • Regraded Uclassified



- u -
149 

i nterest i ng information. 

A.e eoon ae I had tin1ahed talking with Rowe- Dutton, 

I put i.n a telephone call tor Secretary L:orgentbau at 

8:45p.m. (Tuesday November l). I got connection at 

8:55p.m., but the communicati on wae not very good. 

When Secretary Morgentbau came on the •phone be said 

be was glad I bad called since be wae juet reedy to 

call me. He asked what I knew. I said llarchandeau 

bad resigned and Paul Reynaud bed changed places with 

him. The Secretary said be bad just gotten this over 

the ticker. I said I understood confidentially that 

Marcbandeau•s plan tor exchange control bad not met 

with Daladier•s approval. The Secretary bad me repeat 

this. That is, that Marcbandeau had been working 

toward exchange control and that Daladier as Premier 

did not accent the idea. I stated that there bad been 

meetings or technical bod ies Saturday afternoon and 

Monday and that a plan envi sagi ng exchange control 

bad been drawn up under Marcbandeau•s direction, 

although the Bank or France people had objected 

thereto. I reported that the experts bad worked on 

this drafting unt 11 3 p.m . Monday and that L:arcbandeau 

bad then presented hie plan to the Cabinet tor dis­

cussion and that it had again been discussed at the 

Cabinet meeting on Tuesday evening . 

Secretar y Morgenthau told me that at 5:51, 

washington time , r.tonday afternoon, the United Prase 

bad carried a story in washington that the Fr ench 

were .• • 
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were consulting us on exchange control. The same 

story had come through the United Press again on 

Tuesday. The Secre tary stated that he would cable 

the press story to me through the State Depart ment . 

He said there had been no consultations in washi ngton. 

I stated that for my part I had not been in touch with 

the P'renoh Ministry or Finance , or the press, or any or 

my Embassy colleagues. I had not beard such a story on 

this side. I stated ~hat Governor Rooth and his wife 

from Stockholm had been at my home most of the day. I 

asked 1f I should cable yet on TUesday night the inform­

ation which I had given over the telephone. The 

Secretary said to do this the following morning. I 

said I would see what information I could get the next 

day and would wire this also . 

November 2 . When I came to the Emba ssy at 8:50 November 2, 

I found t he following telegram 1n the Code 

Room . 

"825 First For Cochran 

From the secretary of the Treasury Following 

dispatches appeared here on United Press News 

Service ~UOTE October 31, 526 PM Paris Stop 

The Government decided tonight to ask washington& 

advice and approval ot the monetary aspects ot its 

recovery program betore its final adoption An 

authoritative source said the Cabinet decided 

to hold up turther discussion until 5 p .m. 
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tomorrow pending washi ngton reply One group 

ot Cabinet Minist ers who oonsider the monetary 

question the crux or the recovery program proposed 

decree regulati ons similar to the prohibition by 
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the United States in 1933 ot pri vate gold holdings 

regulating foreign exchange transfers credit transfers 

and currency exports abroad This group contended 

that such regulations will not contravene the 

Tripartite Mone tary Agreement among France Great 

Britain and t he United States inasmuch as it was 

employed by the United States and i s not intended 

to control exchanges but to prevent further 

capital flights and t orce boarders to disgorge 

t heir gol d UNQ.UOTB QUOTE October 31, 551 Pll 

Par is STOP The Government decided to ask 

Washington whether the united States would consider 

such regulations on Frances part as incompatible 

with the Tripartite Agreement It such measures 

are held by washingt on to be incompatible with 

the three power accord the United states was 

asked to consider modification or the agreement 

to permit the regulations The Government was 

understood to have de cided to make clear in i ts 

cOIIlllluni cation to \'lashington t hat France baa 

no intention ot imposing f oreign exchange control 

but urgently requires some means to t orce hoarder s 

to surrender about twenty bill i on or thirty 
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billion trance in gold preYent turther exports or 

capital and gain tirm control or t he trance party 

UN~UOTE ~UOTB November l , 227 PM Paris STOP The 

Cabi net held an important meeting tonight ~ 

consider stern e conomic and financial measures 

which it plans tor recovery Washi ngton was con­

sulted on how the measures would tit in with the 

Pari s London washington Monetary Equalizati on 

Agreement Betore the Cabinet met Premier Edouard 

Oaladier conterred at length with Paul ~chandeau 

Finance Minister and Georges Bonnet Forei.gn ~i.nister 

indicating that Waehingtons reply pr obably bad 

been received The meeting was cons idered so 

important that Bonnet l et t hi s sick bed to attend 

it UN~UOTE ~UOTE November 1 336 PM Paris STOP 

Attar the Cabinet meeting Reynaud announced~UOT! 

I am assuming direction or the Finance Ministry 

I will pr oceed to study the situation All t he 

pr ojects which are ready mus t thus be reviewed 

SUB~UOTE I expect to be ready in about rive days 

and theretore early next week a new cabinet meeting 

will discuss my projects END SUB~UOTE END ~UOTB 

~UOTB bovember 1 426 PM Par is STOP Reynaud sai d 

that he would not resort to devaluation or the 

rranc He said he hoped to b&YB his tinancial 

pr oposals ready tor a Cabinet meeting next Monday 

SUB~UOTB The contidence or the Premier br ought 

me to the Finance Mi nistry END ~UOTB He said 

: 52 
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S~UOTB I accepted in the spirit or all French­

men or today l•eryone must serve MY first 

task will be to establish a balance sheet or the 

economic and financial situation SUB~UOTE There 

was a time when the question of devaluation was 

posed because our prices were too high in relation 

to foreign prices Today I say that time no 

longer exists S~UOTK The recovery problem 

is not monetar y but economic and financial END 

S~UOTE BND ~UOTE 

HULL" 

In this morning 's preee there is no suggestion or 

any story along the above lines, that is, or France 

asking our advice, except the brief denial thereof 

cabled from the United States to the Agence Economique. 

I asked our Press Room to watch oarticularly for such 

a story but was informed t h i s evening t hat nothing of 

the eort bad appeared. 

In my cablegram ~o. 1846 s ent at 9 o•clock this 

morning I confirmed my conversation by telephone with 

Secretary Morgenthau l ast night at 9 o'clock. Charge 

d • Aj' f aires Wilson came into my office while I was 

preparing this message a.nd he approved it. I told 

him of my conversation with the Secretary on the 

preceding evening and gave him my opinion of Reynaud's 

appointment. At 10 o'clock, I sent a second message, 

No. lS.S, reporting my conversation with GOvernor Rooth. 

At 11:45 a.m. I visited cariguel at the Bank or France 

:!.53 
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and reported this conversation in my 18411, 12 noon, 

November 2. While I was with cariguel, I referred to 

our conversation or the previous day and asked whether 

Merchandeau had really thought that he could put on 

exchange control through decrees or whether my under­

standing was correct that some or the measures had 

been drafted by the technicel experts with a view to 

their submission to Parliament. Cariguel said that 
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some ot the drafting officers had worked with the idea 

that the measures could only be adopted as a parliamentary 

bill and could not be put through as decree laws. He 

said that some of them had been concerned, however, 

lest t:archandeau should press tor their adoption as 

decree laws, irrespective or the pledge that had been 

given by Daladier when he came into office and when he 

r eceived special powers. NO one, except perhaps 

l:.ar che,ndeau himself, could definitely state just whet 

the pr ocedure would have been it the ideas or Marcbandeau 

on exchange control bad been r ound acceptable by the 

Government. Ceriguel insisted that warchendeau•s plan 

or control or exchange was being built up simply as a 

smoke screa1 tor i nflation that would have reached 50 

billion francs . The development or two rates tor 

the rranc would not have hel'ped France since she has 

no great amount or finished materials on hand ror 

export but would have led to complete economic despoli­

ation or the country. Cariguel would not venture a 

f ore cast as to what Reynaud would do as Jtinister or 

Finance . . . 
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Finance . 

When I returned trom the Bank ot France I went into 

Mr . Wi lson' s ottice and gave him the intorme.tion which 

I incorporated i n my 1849. I told him, as I had ee.rlier 

in the mor ning , that I bed not been in touch wit h the 

!/inistry ot Finance since my brier telephone conver sation 

wi t h Ruett on October 28 , as reported in my cablegram 

No. 1834, ot 5 p .m. that day, and t ha t I did not intend 

to inquire or call at the Ministry ot Finance in pr esent 

circumstances . 

My cablegram No. 1853 sent at 6 p .m. this evening 

reported the day's market developments . Atter eending 

this message I dictated the first part of the toregoing 

notes, which were concluded on the tollowing mor ning, 

November 3. 

BMC/ame 

• 
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Paris, November 11, 1938. 

II:IIIOR.A.NDUM ----------

!lovember 3. On this date I completed the pr epara tion 

ot the notes dated November 2, 1Q38. There 

were no particular developments in the French 

financial situation. My cablegram No. 1861 sent at 

5 p.m. this day recalled the pr incipal points in a 

confidential conversation which I bad with Reynaud 

on June 1, when be talked quite frankly about what 

be thought should be done to remedy the French 

s ituation. 

November 4. On this date I received the Department's 

cablegram No . 831, November 3, 6 p.m. 

concerning the extent to which the Bank of England 

was still short on dollars tor forward deliveries. 

I cabled this promptly to Butterworth at London, but 

made no other use thereof. 

At 12:15 noon, Pierre Denis, representative in 

Paris of Jean Monnet, telephoned me. I met Denis two 

or three years ago and know him to be a close friend 

ot the Ambassador. over the telephone he told me that 

Monnet was arriving in Paris about 2:30 and wanted 

to see me at once . I told Deni s that I would await 

further word at my home and gave him my telephone 

number. About 3 o ' clock ~onnet telephoned me at my 

home . 
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boma. It was arranged that I should coma to bia apart­

ment, rue Fabert, at once. Upon my arrival at his 

apartment, !Jonnet t old me that be bad a letter or intro­

duction trom the Secretary or tbe Treasury to me, wbicb 

he would give me when he got it out or bis baggage . He 

subsequently handed me this letter which reads as follows: 

IJy dear cochran: 

"Washington 

October 26, 1938 

This will serve to introduce Mr. Jean 

Monnet, who has been over here on a very 

secret mission. 

The occasion may arise when Mr. Monnet 

may wish to communicate with me. I her eby 

authorize you to extend to b1m every courtesy 

and, furthermore, I wish that you wouldco­

operate with him tully it and when the 

occasion arises. 

'IIi th kind regards, 

Si ncerely yours, 

(signed) R. MORaENTHAU, JR, " 

I summarized to Monnet the action which I had 

taken attar r eceiving Secretary ll.or genthau•s confidential 

cablegram or instructions. At Monnet•s request, I 

telephoned Daladier•s ottice. Tbe Premier was not in 

and it was 4 o'clock before I wea able to get him on 

tbe • 
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the telephone . I then siJDply identified l!lYSelt and 

told hiJD that a tried or mine bad arrived trom the 

other s ide who desired to speak with him. ~onnet then 

took the telephone and made an appointment tor that 

evening to go personally to see the Premier. While 

we were awaiting connection with the Premier , }lonnet 

showed me various memoranda which collectively con­

stituted the plan which was under refer ence. He said 

he had not extra copies, but be subsequentl y gave m.e 

i n his ovm band writing t he followi ng docUJ:lents: 

" (l) r.:onnet•s Confidential Note - Ceneral 

conditions"; 

" ( 3 ) Jean ~:onnet • s Draft" : 

He a lso provided me with a typed copy each or: 

" (2) American Power to Act - confidential -

Monnet•s Notes,; 

" e French Capital Abroad" , 

I i n turn gave W.onnet such information a s I thought 

would be of interest to him on developments in the 

local situation. 

At 5 : 30 p .m. Rueff tel ephoned me froc the lain1stry 

or Finance . He told me that Reynaud wanted to speak 

by telephone with s ecretary },:orgenthau but bad learned 

that be was not at the Treasury . Rueff requestea that 

I come to the Ministry or Finance at 12 noon on Saturday, 

November 5, to see aeynaud end a sked that I be able to 

tell him at that time where be could reach Secretary 

~orgentbau tor a personal talk by telephone. 

Monnet came to my apartment late on the night 

of . . • 
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ot november 4, attar having seen oaladier. At 12 

midnight I put in a call from my apartment tor the 

Secretary at Washington. When the call came through 

at 1 a.m. Mr. Lochhead was on the •phone. He told 

me that the Secretary was in t he country, Beacon 211. 

Mr. Lochhead took this opportunity to tell me that 

Reynaud had telephoned the Secretary during the day 

and that a message was being sent to me through the 

State Department r eporting this conversation. Ur . 

Lochhead explained that this wee a very brief talk 

wherein the new French Mini eter of Finance asserted 

:ss 

his loyalty to the Tripartite Agreement. The secretary \ 

had told him that he was glad to hear this, wished 

him complete success and offe red to be of any assistance. 

Lochhead said that Reynaud di d not go any further in 

his conversation, evidently expecting some lead from 

the Secr etary, which was not f orthcoming. (The message 

from the Treasury Department reporting this con-

versation was received by me through the State Depart­

ment's cablegram 836 of November 4, 5 p .m.) I told 

Lochhead that Monnet was with me and had seen the 

Premier, and that we wanted to report the int erview 

to Secretary Morgenthau. Lochhead had the call trans­

ferred to Beacon 211 while we waited. 

When the Secretary got on the line between 1 and 

1:30 a.m. , I started the conversation by reporting 

that ~onnet and 1 bad communicated with each other 

upon 
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upon his arrival and that I bad placed him in touch 

with the Premier, w~om he had seen that evening. 

Monnet t hen took the ' phone and reported his inter­

view. Monnet spoke rrom notes and promised me a copy. 

but I have not yet received it . The substance was 

that he bad round Deladier keenly interested in the 

idea, end apparently determined to adopt it tor 

France it the other two countries could agree thereon. 

The Premier regretted exceedingly that be bad not 

received this message earlier or bad not been advised 

as to the nature thereor when I had told him that 

a message wee on the way. He told Monnet that 

Merchendeeu had gone out because the policy or control 

which he envisaged had not been round acceptable. It 

the message now received had been on hand the situation 

might have been ditterent. Monnet let the Secretary 

know that Daladier anticipated some ditticulty with 

Reynaud, since the latter had come into ottice 

eucceeding a Minister whose policies tor control had 

been rejected, end was expected to tollow an orthodox 

policy. ~onnet had the impression, however, that 

Daladier would push the matter through, even i t 

Reynaud had to be thr own out and Daladier himself take 

over the portfolio or Minister or Finance. It was 

understood that Daladier himaelt would broach the 

matter t o Reynaud and then Konnet would be called in 

t o • • • 
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to a meeting or the two ot thaD, or be asked to ex­

plain the metter sepa.rately to Reynaud . llonnet told 

the Secretary that it was probable that the two French 

officials would want to speak to him, the Secretary, 

by telephone the following day . This was agreeable 

to the Secretary, who congratulated Monnet· uoon the 

considerable progress ·t hat be bad so quickly made. 

~onnet explained that he had requested that Daladier 

speak t o no one other than Reynaud about this matter 

and had obtained a pr omise of absolute secrecy. I 

took the •phone after Monnet finished . It was under­

stood that I would not be present when tr.onnet 

discussed the plan with Daladier and Reynaud together, 

but the s ecretary preferred, if t he French found it 

agreeable, to have me present whenever they mi ght 

talk by telephone with him. ~onnet egreed to at tend 

to thi s . 

November 5 . At 11:15 a.m. I telephoned to Rueff, but he 

was not in his offi ce . I asked that he call 

me back as soon as he came in. When he had spoken with 

me the previous evening in regard to calling on Reynaud 

at 12 noon today, he had said they would make no etfort 

to get in touch with Secretary ~orgenthau by telephone 

until I had seen t hem. Since I had learned during the 

night trom Lochhead that they had gone ahead with the 

conversation, I telt that they probably would not 

want to see me at the ~inistry, but I did want to 

check • • • 
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check with Ruett rather t han tail to appear without 

some understanding. On the other hand, I desired to 

avoid seeing Reynaud , it possible , betore I was sure 

that Daladier and 'Monnet had both spoken with him i n 

regard to the plan. Rue1't did not call me back until 

12:25 noon . He said that the Minister expected me at 

the Ministry at noon. I told him that I had been 

tryi ng to get in touch with him, Ruetr, but since I 

had learned t hat Reynaud had already spoken with the 

Secretary, and since I had not bean able to t1nd Ruetr 

to check with him betore 12 o ' clock, I had pr esumed 

that they did not desire that the appointment be kept. 

It was agreed t hat it was then too late to see Reynaud. 

Ruert asked i f I could come in the afternoon. I told 

him that I would be very glad to i t he would only 

indicate an hour whi ch Reynaud would rind convenient. 

At 12:30, only a tew minutes a t tar our conversation 

ended, Ruerr called me back to let me know that Reynaud 

woul d expect me at 6:30 that evening, and I agreed 

t hereto, knowing but not mentioning to Ruetr that 

Daladier was to see Reynaud shortly before l o•clock. 

At 12 noon Monnet had telephoned me to let me 

162 

know that t here was nothing new, but to give me his 

opinion that our convers ation or last night with 

Secretary uorgenthau should not be divulged t o Daladier 

and Reynaud when we saw them in the afternoon. I 

agreed to this, except that it might be necessary tor 

me • . . 
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me to mention that the Treasury had informed me of Reynaud's 

conversation with the Se cretary on November 4. I told 

Monnet that I would await word as to whether and when I 

shoul d be available to witness the telephone conversation 

between Daladier and Reynaud and Secretary Uorgentbeu. 

At 12:35 my secretary telephoned me that Char ge 

d • Aft' aires "!lilson bad wanted me to know that he wee 

~oing to versaill es for the week-end and t hat I could 

reach him at the Trianon Palace. 

At about 2:30 p .m. Lochhead telephoned me at the 

request of the Secretary to let me know that he had 

received about one- half hour previously from Daledier 

and Reynaud a telephone call in whi ch they had stated 

that they were both interested i n the message. In 

answer to their question as to bow they were to communicate 

with Secretary Morgentbau, they were int'oroed that this 

should be thr ough me. Lochhead said the conversation 

was short end a little oonrueed since Deladier spoke no 

English, but that it was surricient to indicate the 

interest or t he two French officials end to establish 

initial contact and to determine the method or com­

munication. ~onnet telephoned me at 3 o'clock to 

tell me t hat Daledier end Reynaud bad talked over the 

metter by tbemaelves, end that he bad then been celled 

i n to the conversation. In hie presence they bad then 

telephoned Secretary Morgentbau, following in their 

talk a memorandum which Monnet had prepared tor them. 

It • . 
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It was agreed that he would come to see me at 5:30 

and explain why I had not been called in tor the tele­

phone conver sation. 

At 5:30 Monnet came to my apartment and reported 

t he conversation Which he had at noon with Deladier and 

Reynaud at the Presidency. He has not yet given me 

the promised notes on thi s talk.) He let me know, how­

ever, that he bed sensed a certain degree ot !rigidity 

when be met Reynaud, whom he bad not known before. Be 

explained t hat I had not been celled to the Presidency 

to be t here when t he telephone conversation was had 

wit h Secretary Mor senthau because the French otticiala 
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des ired to raise t he poi nt at that time as to whether \ 

they were authorized by the Secretary to communicate 

t hrough me. 

Monnet said t hat it oppos ition to the plan developed 

i n bureaucratic circles, it mi ght be necessary for 

Daledier to get rid of such men as Fourn ier end Ruett , 

to be replaced by Auboin end Deroy . Auboin, now General 

tienager of the B.I .S., bas been a close f r iend or Monnet 

tor many year s end Deroy, who is the bead or the Caisse 

des Depots et consignations, is, I believe, a member or 

t he r ather international group ot Frenchmen who constituted 

a close association tor sever al years . This i ncluded 

t he late Pierre Quesnay, and others who bad served wi th 

t.be League ot Nations. It will be recalled that »onnet 

spent some time with the League and later negotiated 

stabilization loans tor Austria, under the auspices ot 

the • . . Regraded Uclassified
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the League, and also tor Poland and Rumania. In subsequent 

conversations ot the past t aw days, Monnet has recounted 

to me incidents ot these negotiations, i ncluding t he 

task he had ot obtaining the approval ot the Gover nor 

ot ths Bank ot France, as well as ot other officials, 

to suoh loans. Monnet recalled to me that he had been 

a partner in Blair and Company. He 1s now associated 

with Ceorge ~urnane, whom I have known slightly since 

he was active in the foreign lending and Kreuger 

t r ansactions ot the now defunct Lee Higginson firm. 

Uonnet also let me know in s trict confidence that t he 

seoret mission on which he had gone to washington was 

in regard to financing construction ot airplanes i n 

Canada, I believe, tor the French Government. Although 

I did not ment i on this to him I recalled in my own 

mind that Ambassador Bullitt bad questioned me i n 

detail some days before hi s own departure t or the 

United States as to bow French aviation could most 

speedllybe developed, through American building in 

France., in the United States , or in canada . 

I went to tbe Uinietr y ot Finance to keep my 

appointment with Reynaud . At 6:30 I wae greet ed there 

by Ruef f who oame out trom a meeting which be wae 

attending and told me that the Minister would see me 

shor t ly. At 6:45 Reynaud received me alone . He wae 

very gracious . I extended my tardy congratulations 

and excused my not ooming earlier . Since I had 

delinred . . . 
Regraded Uclassified



-
- ll -

del ivered the tirst aecret message to Premier Daladier, 

I said I had thought it advisable tor me not to be in 

direct contact with the Ministry or Finance betore the 

final message was received by the Premier and discussed 

by him with the Minister or Finance . 

166 

Reynaud said the he understood trom hie conversation 

by telephone with Secretary Uor genthau earlier in the 

afternoon that any communication wbich he wished to 

make with the Secretary or the Treasury 8hould be 

through me . I said I was glad to be or any service. 

I explained that no one in the Embassy proper knew of 

this matter. He wanted me to reiterate to Secretary 

N.orgenthau his gratitude tor and interest in the message . 

I assur ed him that we wanted to do anything we could to 

help France and particularly to aid them achieve success 

in the financial and monetary field. He asked me very 

directly what I thought or the plan in question. I said 

that t his envisaged cooperation on our side to a much 

greater degree than I had ever conceived as possible. 

Reynaud said he had been sworn to such secrecy 

that he could not even consult hie technical assistants 

on this plan. He said that Daladier "was hot tor it" 

but that it was up to him, Reynaud, to study its 

technique. He said he was in the midst or preparing 

the financial decree laws . He asked it we would approve 

his consulting his two leading experts, Ruett and 

Fournier, or at least one ot them. I thought this 

entirely • • • 
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entirely reasonable and promi~ed to seek Secretary 

J.lorgenthau ' s appro't'al by telephone toni.gbt. Reynaud 

said that if I got this appr oval to let him know the 

first thing t he following morning. He would call 

one or both assbtants to 'PUt them to thinking on i t. 

He said that at beat he could not give us any word 

on Sunday, and thought this would really not matter 

since there would be no chance for us to talk with the 

British over the week-end. He wanted a little delay 

to think the matter over. If he could consul t his 

experts he should be able to ta.lk concretely with us 

in a couple or days; if not, the delay would be longer. 

Reynaud expected to have the decrees finished ror 

issuance by next Satur day. He had the draft or a 

rather general rearrirocation of Tripartite princi ples 

on his desk which some on had drawn up and recommended 

to him that day ror issuance before the decree laws . 

He asked me to read this and give him my opinion on the 

wisdom or such a Tri"Partite communication. I read it 

over and saw l i ttle merit in it, it being in 'Part too 

nebulous and in part contai ning promises with respect 

to managed economy and money to which it would have 

167 

been impossible ror us to adhere u.nder our present policy. 

I told Reynaud that Fr ance had a real problem to solve 

and that the French people awaited action shortly by 

him and the Government. Reynaud said he had been 

constantly thinking over the ideas advanced by Monnet. 

He wondered whether this plan might not lead to hoardi ng 

1n • • • 
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in France, 1t the7 succeeded in getting such funds now 

abroad back into t his country through the scheme now 

envisaged. 

Reynaud said the decree l aws i n ~ourse or drafting 

arealong entirely orthodox lines. Furt hermore , he had 

given out a denial yesterday that any measures or 

res traint would be imposed. He looked upon ~onnet•s 

ideas as i nvolving restraint . He wondered whe ther it 

eight not be better for him to go ahead and issue the 

orthodox decrees next Saturday. The Tri partite de­

claration along Monnet • s li.nee mi ght be desirable a 

few days af terwards. He said he would thus continue 

t o be orthodox and the Tripartite could take the 

responsi bility for being unorthodox. He obviously wants 

t o eee if he can get capi tal star ted back into France 

wit hout measur es or f orce. 

Reynaud assured me that he had ta.ken no final 

decis i on but was thinking or the Tripartite idea. He 

hoped we mi ght approve his consulting with his advisers 

in confidence. I am •phoning him early Sunday morning . 

I left the Ministr y with t he definite feeling that 

I should regret to see Reynaud forced out of t he 

Government on this present matter, irrespective or 

such merits as the plan may pres ent. He is the most 

intelligent man who bas been in the ~inistry or Finance 

during my sta,y in Paris. If anyone now in French public 

life has a chance to succeed with an orthodox policy, 

1t is be. If Daladier, who has no financial sense 
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whatever, should force Reynaud out, possibly along with 

some or the career assistants such as Rueff and Fournier, 

personall y t ake over t he portfolio of Fi nance, and call 

on some new assistants i n t his cr itical time t o repl ace 

men who are entirely familiar with the situati on, chaos 

would probably result. If Reynaud and some of the 

permanent people were forced out in such circumstances, 

I am convinced that the present conversations would be 

revealed and the Secretary 's most sincere efforts to 

be ot genuine assistance and cooperation would be twisted 

into appearing as disastrous meddling. 

Since Lochhead had told me that I could not get 

t he Secretary until late at nigbt, Paris time, I bad 

not yet put i n a call tor Beacon when the s ecretary 

got me at 11:15 p .m. I gave him the foregoing account 

or my conversation with Reynaud which had taken pl ace 

between 6 :45 and 7:15p . m. I told him that after my 

talk with Reynaud I was not nearly aa convinced that 

the 9lan would be put into errect as 1.:onnet had indicated 

after his talk with Daladier . The s ecretary did not 

object to the idea or the t wo exPerts be ing called in 

by Reynaud , reeling t hat be real lY had no veto power 

in the circumstances and realizing that in a similar 

s ituation be would want to consult hie own assistants, 

particularly Lochhead. The Secretary reiterated the 

necessity tor complete secrecy. He said be bad no 

faith in playing tor a return of confidence in France. 

Be •• 
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He did not like the idea or the Tripartite declaration 

tollowing the French decrees, but, in answer to my 

question, stated that I was not to indicate his position 

on this tor the present. He did not want to have to 

plead Daladier•a case with Reynaud over the telephone . 

He was willing to make the ettort with the British it 

the French wanted it. 

The Secretary wanted me to learn on Sunday and 

cable through t he State Depa.rtment what L:a rcbandeau • s 

plan bad actually been when the break in the Cabinet 

occurred . I said I bad pur ,osely retrained trom 

visiting the ~inistry subsequent to my receiving hi s 

cablegram on Monday and prior to my visit with Reynaud 

today. He asked what I thought of t he outlook on the 

?res ent catter. I said I bad not bad but this one 

conversation, bad not been present when Daladier and 

Reynaud had talked with Monnet, and consequently was 

not able to give much more or an indication than that 

herein above-msntioned, t hat is, to the ettect that I 

had not round as much enthusiasm on the part or Reynaud 

tor the plan as Monnet bad round wi tb the two or them, 

and particularly with Daladier. 

The Secretary again ridiculed t he "confidence" 

idea saying t hat they had been talking this tor rive 

years and money was still leaving France. He said 

the "messenger" (~onnet) was a realist . He said that 

it France does not take this idea be will Just be 

disappointed. 
November • • • 

\ 

Regraded Uclassified



171 
- 16 -

!'ovember 6. At II: 30 this morning I succeeded in reaching 

Reynaud personally by telephone at the 

l!.inistry. I told him that I had talked with the 

Secretary of the Treasury last night and had communicated 

his message as requested. The secretary told me it 

was entirely agreeable as far as be was concerned to 

consult the two technical advisers. At the same time 

he again urged secrecy . Reynaud thanked me for this 

message. 
At 11 a.m. I telephoned !;:onnet and let him know 

that I had received the Secretary's approval above­

mentioned and bad communicated it to Reynaud . 

I was absent from my apartment when the Secretary 

tried to get me at 10:05 p . m. I put in a call when 

I returned and reached him at 10 :40. I told him that 

I had not endeavored to see Rueff earlier 1n the day 

princi pally because I did not want to risk talking 

with him before the U1nister or Finance had had time 

to consult with him on the proposition, but that I 

was ready to get in touch with him yet tonight to 

see what I could learn from him about t he plan on 

which Merchandeau had left office. The s ecretar y 

told me not to do thiS since it was not so urgent 

that be have the intorcation and he was afraid RUeff 

mi ght attach too ~ucb s i gnificance to cy question. 

I told the Secretary that I bad given Reynaud earlier 

this morning the message in regard to consultation 
with 
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with his two assistants. Furthermore, I had given 

Reynaud my home telephone number and had asked him 

to call at any time he wanted me. I told the s ecretary 

I would try t o see Ruerr casually tomorrow. 

~:onnet telephoned me at ll p . m. I told him or 

my talk with the Secretary. He said he would send 

me copies or the confidential memoranda which he 

had brought from ~iashington at 8 :30 the next mor ning. 

He told me t hat he had s een Daladier again today. 

It was arranged that I should get in touch with ll.onnet 

somet1me tomorrow. 

November 7. I requested an appointment with Rueff this 

morning and was received by him at 11 a.m. 

He immediately let me know that Reynaud had told him 

or the matter under consideration. He asked me tor 

details . I told him that I had notified Dal adier 

t hat a messenger was coming . uonnet had arrived 

and had presented the idea. I had received no i nt im­

ation as to what the message was and bad only this 

morning at 8:30 received from Monnet by messenger the 

envelope containing copies which he had made or the 

memoranda setting rorth the plan. Rueff was very 

curious about the source ot the ides, aski ng if I 

had not also received some official message containing 

it. In hie presence I opened the envelope from ~.onnet 

which I bad received this morning and had not yet 

touched, but bad in my brief case. When he saw the 

envelope • 
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anTelope corresponded With the brown envelope on hie 

desk, in which the originals had been lett by Monnet 

with the Minister or Finance, he seemed convinced or 

the channel or communication but still asked me to 

read the first sentence or three ditterent memos 

to see that they were identical with hie. 
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Ruerr asked it I had known Monnet before. I said 

that I had met him at a dinner given by Ambassador 

Bullitt when the Chi~ese Minister. or Finance KUng was 

in Paris seeking a loan, but had not known him pre­

viously and had not seen him since . I did not mention 

that he had orrered in 1933 a friend or mine a big 

salaried job in China, but my friend had declined 

because or the speculative character or the under­

t aking . I asked Ruerr it be knew Monnet. He said 

yes, that be had known him tor several years, particularly 

when Monnet was with tb~ League or Nations . He asked 

me it it was true that ~onnet was now a private banker 

living in New York. I said it was my understanding 

that be was in some business that kept him in New York 

at least part or the time. Ruerr made the point that 

~onnet had never been a French orricial. He mentioned 

Uonnet 1 s friendship tor MOnick, the French Financial 

Attach6 in London, and asked it this idea might not 

have originated with &.~onick. I told him t hat I surely 

bad no reason to belieTe this. Quite to the cantrary, 

Monnet had told me that the Secretary had not wanted 

any negotiations through Moni ck at London it this 

matter . . . 
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matter should develop to t he point or triangular 

conversations . Rueff said t hat t he British apparently 

tel t the same way about L;oniok that Secretary uorgenthau 

did, since the Br itish had not wanted !Janick i n on the 

conversations regarding British and French financial 

help tor Czechoslovakia . I remarked i n turn th~t uonnet 

was obviously an ad!:li rer of t:.onick and was under t he 

im?Oreseion that ~Janick bed been the inventor Of t he 

Tripartite Monetary pl an . 

J.fter this exchange or gossi p, I said that , 

irrespective of t he source of the ideas, I was struck 

by the limit to whicn my people were apparently willing 

to go it the French round these ideas or interest and 

indicated that t hey were disposed to act thereon. I 

told him that this was much wider coo?eration then t hey 

would ever have ventured to eek from us . Rueff said he 

was lunchin~ with Reynaud today to discuss the matter 

furthe r. Rueff t hen asked what they were to do . I 
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said that both Deladier and Reynaud bad already indicated 

directly to s ecretary uorgenthau their interest in this 

matter. The next step would be tor them to tell us 

whether they were going ahead and on what s pecific 

l ines . Then I could communicate this word to the 

Secretary or the Treasury and see it the American and 

French officials might rind a common ground and cane 

to an understanding. If and when such an understanding 

waa reached and sufficiently concrete ideas established 
t ·O • • • 
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to warrant it, Secretary Morgenthau would then, i t the 

French desired it, make an ettort with the British. 

It was understood that the French would not approach 

the British before then. Rueff asked me to call him 

at 4 p .m. today to s ea it they might hav~ any message 

tor us. 

I asked Rueff about l£archandeau • s fatal progr am . 

ne s aid it consisted ot several pieces ot individual 

drafting which envisaged a sort ot control , without 

calling it sucb,which would have been entirely unwork­

able. He said be had been consulted on it only t wo 

days before !!arcba.ndaau submitted his ideas to the 

Cabinet and had them turned down . He did not want to 

say any more without Reynaud's permission, or be quoted 

in the oremisas. He said t hat uarchandeau really 

wanted something on which to get out ot the l.!inistry 

or Fi nance. I told Ruett not to bother about any 

further informat i on in the oremi s es tor me , but that 

I was naturally cur ious to know what bad happened. 

At 12 noon 1 dropped in on carigual at the Bank 

or Franca without an appointment in advance. I told 
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him 1 bad not seen him tor several days and wanted to 

talk over t he mar ket situation. In our conversation 

Cariguel indicated no knol•ledge whatever that some 

conversations were taking place at the Ministry ot 

Finance. Attar reviewing the market, I asked cariguel 

just what were the mai n points in Marcbendeau•s pr ogram. 

He s aid briefl Y t hat they were: (l) requisition ot 
gold • • • 
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gold and foreign bank balances, but not securities; 

(2) inflation by 50 billi on francs; (3) no Government 

economies . As to the market, Cariguel said it was 

entirely quiet with everyone awaiting the decrees on 

Saturday. 

At l o'clock I saw ~onnet. Be had seen Daladier 

at 9 o ' clock last night at his own request. Be found 

t he latter still enthusiastic and a little vexed because 

Reynaud was taking so much time to reflect and had 

sought appr oval from us to consult with hie assistants . 

Monnet thought Deladier seemed disposed to push the 

plan at any coat. Monnet said he urged him to have a 

little patience with Reynaud and recommended letting 

the idea develop 1n such a fashion as to give the 

spoearance that it was Reynaud's. I told ~onnet or my 

visit with Rueff. ~onnet was particularly curious as 

to whether Rueff asked anything about him, and I did 

not give the entire conversation, although I did 

mention Rueff ' s suspicion that Monick had something 

to do with the plan. 

At 1:50 p .m. I put in e telephone call from my 

home. for secretary Morgenthau at Beacon 211. I got 

through to him at 2:50 p.m. and gave him the high 

pointe in the developments sinoe we bad lest spoken. 

He told me to call him back before 6 o•clook his time, 

that is, ll p.m , my time. 

At •:30 p.m. I t elephoned Rueff as had been 

agreed • • • 
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agreed U?On during the forenoon. I told Rueff t hat I 

had spoken with the Secretary of the Treasury &nd that 

t he latter had used a s imile in his remarks to me about 

France. That is , he was only the consulting doctor . 

The surgeon was on this side , and it was up to the 

latter to o!)erate if anythinr was to be done. we 

knew what the consultant ' s advice was . I gave t his 

in guarded lancuage, but Rueff got toe ~oint . He 

asked me to come to see him again at 12 :30 tomorrow. 

I offered to come yet this evening , but be insisted on 

to~t.orrow . 

I tele-ohoned Lonnet at 9 ;l . m. It was agreed t hat 

I should meet with him at 11:45 tomorrow morning before 

seeing ~err . 

At 9 :30 p.m . I JUt in a tele?hone call from my 

home for Secretary ~.orgenthau and got him at 10 :10 p . n •• 

In a brief conver sation I told him of my conver sation 

or the after noon with Rueff and of the appointment 

for tomorrow noon . I resd to him a ~ress communique 

from the Uinistry of Finance. I told him that it 

v;as thought that when ~eynaud c8tle i n there woul d be 

e Council meeting on Tuesday, the 8th, to receive 

the draft measures, but t hat t he communique ssid no 

date was fixed. I surmised that the French officials 

·11ere givi ng some thought to certain matters . It was 

agreed t hat I should call the s ecretary at 9 a .m., 

hi s time, tomorrow morning (2 p .m., my time ). 
November . . . 

• 
t 
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Novem.ber 8 . Shortly before noon I met with ~onnet and 

we talked over the situation bet ore I went 

to the ~inistry to aee Ruett. 

Ruett received me at 12:45 noon. He said there 

was nothing definite to report. They welcomed the 

message brought by Monnet. Rueff personally appreciated 

the magnitude ot t he plan. He said t hey would be 

interested i.n an arrangement with us involving exchange 

ot fiscal information. Reynaud•e plana included 

efforts to prosecute fiscal f raud perpetrated through 

holdings abr oad . I said t hat the plan which ~onnet 

bad put before t hem would do the necessary in this 

respect in a really great way . Rueff admitted tbia 

and said it would really otter more than Marcbandeau 

and his predecessors in office bad been attar us t o 

grant. On the other hand, this would involve a monet ary 

control which would not be compatible with Reynaud•a 

program. 

I said it was necessary t or them to give us some­

t hi ng definite about their intentions at once it, as 

they said, they were i nterested in t he ideas brought 

by Monnst . It would soon be too late to take this 

matter up with the Bri tial4 even it the Americans and 

French could find tbem ... lves in asr-ement to go ahead. 

Rueff said be would have to eee Reynaud and per haps 

t he latter would bave to speak to .Daladier. He promised 

to endeavor to obtain a definite m-orandum in writing 

tram Reynaud this afternoon which he could give me or 

at 

178 

Regraded Uclassified



~ 24 -

a t least read t o me, following the practice we have 

sometimes adopted in the past. He said it would be 

179 

best t or me to come t o the ~inistry between 7 and e 

o•clock this evening, subject to confirmation. I 

reminded Ruett that my first i nterview in t he uini stry 

on this subject had been directly with Reynaud and that 

it would s eemnatural that any reply should come directly 

from him. Rueff insisted that for his own part be 

desired very much that I see Reynaud himself. 

Ruett said Reynaud really bad e good and courageous 

set or decrees. To my i nquiry, he replied that t hey 

were entirely orthodox . I asked ir Reynaud bad 

mentioned to him t he possibility or using Monnet •e 

ideas arter the decrees came out, i t it is found that 

he cannot use them prior thereto or t it t hem in with 

the gener al scheme ot decrees. Ruett sai d the two 

plans were incompatible, since one envisaged exchange 

control. He said uarcbandeau had been chased out or 

office on thi s point . Furthermore , be said t his was 

a tine set or decrees and should have a good reaction. 

Re mentioned t he improvement on the French exchange 

and security market yesterday, and the strong franc 

this morning, which be attr i buted t o the belief that 

Reynaud would bring r ortb an orthodox set or decrees . 

At the end or our conversation, Rueff brought up again 

the idea or Just using the f iscal control features ot 

the plan in a bilat eral agreement . I said that would 

l eave • • • 
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leave Great Britain and the other adhering Tripartite 

countries on the outside, and lack the effectiveness 

or the plan under consideration. I thought an 

addendum to our double taxation treaty could be 

negotiated at leisure, as has been talked or in the 

, ast. 

In my 1878 , lO a .m. today, I gave the text of the 

communique wh ich I had read to s ecretary ~orgenthau 

last evening . In my 1879 sent at ll a.m. today, I 

reported that t he French s t abilization Fund had gained 

l million pounds sterling by t ha t hour. ~Y 1881 or 

6 p .m. gave further developments or the day. 

I put in a cell for secretary L:orgentheu at Beacon 

2ll f rom my home and got connection around 2 p.m. as 

scheduled. I have t he s ecretary a summary of the 

above-reported interview with Rueff . The secretary 

did not find this either final or specific. I agreed, 

but thought it showed very defini tely the sentiment 

or the ~inistry or Fi nance toward the idea. He said 

that if I got anything definite t onight I should cable 

it through the special channel. There was no use 

calling him further during the day since he was l eav­

ing f or washington . Whether I obtained a definite 

communication or not , I should •phone him at the 

Treasury tomorrow mor ning a t 9 o 'clock, his time, to 

report. 
At 3:40 p . m. I called on hlonnet and told h im or 

: 80 
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m7 noontime conversations with Ruett and secretary 

Morgentheu . He indicated to me the linea along which 

he thought it would be beat to proceed. For my pa.rt, 

I indicated my willingness to insist upon as definite 

a statement as possible which should be clearly 

indicated as coming from Daladier as wall as trom 

Reynaud, since I had made the original arrangement 

tor the message to be rece ived by Deladier. ~onnet 

emphasized h~~ simply a Governmental crisi.s could be 

precipitated over the present issue. It this c~e 

to pass he said Auboin should head the Bank or France 

and Deroy the Movement or FUnds section at the Ministry 

ot Finance. He regretted that ~uesnay was not still 

alive to be Minister or Finance. Monnet thought that 

t he plan being drawn up tor and by Reynaud, with the 

immed iate assistance or Rueff, was destined to tail. 

I was to ca.ll Ruett before goi ng to the Ministry 

this evening . I tried but could not get him between 

7 and 7:20 so I told his assistant, couve de !.:Urville, 

who said Rueff was with t he ~inister, that I was on the 

way to see him. 

Rueff received me at 7:50 p .m. He said he had 

talked with the ~inister end the letter was prepared 

to give me a message. He did not indicate to me what 

the message was, and I waited i n the room ot one or 

his assistants until the ~iniater called tor and 

received us at 8:30. Reynaud told me that he and 

Ruett had prepared a message tor Secretary Morgentbeu 

in • • • 
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in regard to t he ideas which Jean Uonnet bad discussed 

with President Roosevelt end the Secretary or the 

Treasury. He reed this to me from a penciled draft. 

The message was to the effect that the Premier and 

t he Ui nister of Finance had noted with much interest 

and had studied carefully t he ideas which ~onnet bad 

discussed with President Roosevelt and .Seoretary 

~:orgentbau end that they appreciated the spirit of 

American cooperation et cetera. The c emorendum con­

tinued t hat the Minister of Finance was working out 

e progr am which he f elt was wi t hin tlie letter and 

spirit of the Tri partite Agr eement . It cont ained no 

measures i n the dir ection of exchange control. He 

felt that the idee presented by Monnet would not be 

in accord with hi s plan. 

Reynaud indicated his interest in the fiscal 

fraud detection features or the l~onnet pl an, wh i ch 

would fit i n with hi s own ef f orts, and he would welcome 

the imcediate openi ng of negotiations to conclude an 

addendum to the double taxation agreement of 1932 . 

This draft memorandum, t herefore, dismi ssed the idea 

ot any action now toward a Tripartite statement end 

any complete adoption of t he uonnet plan . It i ndicated 

the desire of Reynaud onlY to undertake negotiations 

toward obtaining t he fiscal features of t hs plan, and 

this through a treaty. 

Reynaud asked me what I thought of his draft, I 

told him I bad two questions: (1) Was I to be given 

a • • 
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a copy ot this , or was i t to be r ead to me so I could 

take it down i n English and t hen check it back with 

Rueff as the two ot us have frequent l y done on past 

occasions. (2) Ordinarily I had no contact with the 

Premier. This excepti onal ti.me I had instructions to 

see Daladier personall y and secretly to prepare the 

way for a message which interested both Pres ident 

Roosevelt and Secretary W.orgenthau. I had been chosen 

as the channel tor communicating back to ilasnington 

any reaction to the messaee presented by Monnet . In 

t he circumstances I thought that the French reply 

s hould be a message constituting t he views of both 

the rremier and the Finance l!inister, and so I took 

the liberty of aski ng whether I could say that th~s 

was a repl y from both . Reynaud said he had seen 

Daledier this morning and had discussed the matter . 

He said he would see Daladier again tomorrow and would 

give me their joint reply in wri t i ng. 

Again Reynaud aeked me what I thought of the plan. 

I followed the pr actice, as I had consistently done 

since my first oeet i ng with Reynaud in this metter, 

ot stati ng that t h i s was a question i n which the 

decis i on and choice must rest entirely with the French 

officials . liY onl y observation was that we had indicated 

t hat it the French wished to act on the plan under 

discussion, they could expect my people to go t o a 

remar kabl e d i stance in extending t hem cooperation, ot 

a cha r acte r of which I personallY had never dr eamed . 

I • • • 
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I mentioned the manirest and profound desire ot the 

President and the Secretary ot the Treasury to do any­

thing within their power which would really be helpful 

to France. Rueff said that this plan would offer more 

than any of the French Ministers or Finance bad ever 

184 

asked ot us . He referred to a letter written in October 

when, I believe, uarchandeau had sought from us cooperation 

in detecting fiscal fraud and "reinforcing the Tri-

partite Agreement". Ruett showed a copy ot this cac­

munication to Reynaud 1n my presence but it was not 

read aloud and I am not sure in whet form it or the 

substance thereof may have been transmitted to secretary 

Morsentbau. I added thet Vincent Auriol had sought 

assistance trom us along the same lines from the very 

day he took office. Rueff said that it the Konnet plan 

had arrived 3 or 4 days earlier, that is before ~archendeau 

bed lett office, Prance would most likely have bad 

exchange control by today. 

I told Reynaud and Rueff that I would await their 

message tomorrow. Rueff is to call me late tomorrow 

evening . I had not taken down the draft memorandum 

which had been read to me and was not given a copy. 

It was understood that I would not cable any report ot 

t his draft, 1n the meantime , but would await a definite 

message from Reynaud. 

Rueff and Reynaud referred to ~onnet and agreed 

that they should, as a matter of courtesy, call him 1n 

tomorr ow, since be had submitted the plan, but no time 
tor • . . Regraded Uclassified
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t or this interYiew was fixed. Ae I departed I said to 

Reynaud and Ruetr that I hoped they found reasonable 

185 

my r equest tor some word rrom Oaladier, and they cordially 

agreed that it was a proper suggestion. I lett the 

Ministry or Fi nance at 8)30 and asked Monnet to come 

to my home at 9:15 p . m. 

I went over the story with him. It was agreed that 

neither or us should approach Oaladier before a French 

decision was definitely given. I t looked to us as 1t 

we might expect as a result or the discussion between 

the t hree French officials, perhaps a more conciliatory 

message than the draft which I bad heard. Loonnet agreed 

with me that we did not want to see a qovernment crisis 

over the matter. It was understood that I would l et 

r:onnet know as soon as I was inrormed as to the exact 

bour when I was to s·ee Reynaud and Rueff . ~:onnet stayed 

with me until mid-night. 

r:ovember 9. This morning t:onnet l et me know that be was 

being call.ild to the i!inistry to talk with 

Rueff. I let him know that Rueff bad also telephoned 

me asking that I meet with the two or tbem at 12:30 . I 

later met Monnet, who had already bad a talk with Rueff, 

end we went part way to the Ministry of Finance together. 

We later met in Rueff'S r oom and the three of us talked 

u.ntil two o'clock . Nothing definite was settled. Rueff 

was manifestly still trying to get some message drafted 

which woul.d shaw acceptance, in whole or in part, or 
the . . . 
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the Uonnet plan, subject to appr oval by t he British, 

or at the very least a gracious acknowledgment. I was 

to telephone him back at 4:30 with the idea of being 

swr1111oned later in the evening, perhaps between 7 and 

6 o'clock. 

At 2 p .m. I put in a call for Secretary uorgenthau 

at Washington. At 2:35 t he Central told me that the 

Secretary would not be available until 4:15. In answer 

to her inquiry. I said I would s peak with 1~ . Loch­

bead and I got co=unication with him at 2:40. I told 

Lochhead of my visit to the r:.in i stry of finance last 

night and gave him a summary of the draft message , 

t hat ie, that the French were anxious to get a tax 

agreement but round the monetary part of the Uonnet 

idea incompatible with Reynaud 's program. Lochhead 

agreed that the official reply should represent the 

views of Daladier as well ae Reynaud . 

I told Lochhead confident iallY that while I ex­

pected something more conciliatory th.an had been read 

to me last evening , my real opinion was that t he 

French Minister of Finance, having a definite program 

or his own, was so clearly opposed to the ~onnet plan 

that such a reply aa we received this eveni ng woul d 

probably constitute an endeavor to temporize. 

It wee agreed that 1 would not •phone again until 

:as 

I had something after the evening meeting. ?urthermore, 

Washi ngton would not try to s et ce in the meantime since 

I would likely be movi.ng about. 
At • • • 
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At 3: 40 Butterworth telephoned me r rom London 

t o know whether there was any plan about getting out 

an .~erican or Tripartite message approving the French 

decrees when they were issued, and it so whether I 

thought be should remain in town since be was tired 

187 

and wanted to take advantage or the long week-end. I 

t old him that I knew or no plan or a message or adulation, 

but that I would call him it such a question seemed 

likely to arise. 

I telephoned Ruerr at 4:30 rrom the EmbaSsy. Hs 

said tor me to come to his offi ce at 7:30 . uonnet had 

t old me earlier in the day that wben he spoke with 

Ruerr alone in the forenoon, Ruerr had asked him what ~ 
I t hought or the draft reply read to me last night. 

~onnat had said I did not think the French were letting 

us down on a bed or roses. I did not mention this 

remark to Ruarr, but only told him that he understood 

my positi on in this matter and that any arpresaion or 

my views sbould come only f rom me. He said he 

understood t hat ~but you see this other fellow wants 

to get something out or it here~. I said I was not 

trying to convince him, Rust!, or his people, one way 

or the other, or to make any difficulties tor them. 

Be understood this and s a id he would talk over every­

t hing when he aaw me at 7:30 tonight . He said the 

reply would be an impr o·nment oTer last night • a d.ratt • 

1 called ~onnet at 4 :35 and told him I was to 
see . . • 
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see Rueff at ?:30 with the view to getting a message 

trom Reynaud . I called Hillenkoetter at 4:40 to 

stand by tonight tor a possible message. I had gotten 

Ruett •e approval to Monnet being present tor the 

evening session if a reply was to be given us, and 

had informed rt onnet or such a plan. 

At 6 p.m. Rueff received Uonnet and me in his 

ottice and read to us a oemorandum in French. Ruett 

then handed this message to uonnet in com~liance with 

our reques t that we be permitted to take down an 

Engli sh translation thereof, since the document was 

not to be delivered to us, end since 1 was so anxious 

to convey the exact text or the message to Washington . 

Monnet and 1 went into an adjoins ott ice • Rueff 

attended to other visitors . Monnet end I working 

alone prepared a translation or the message which 1 

took down in long hand. we joined Rueff when this was 

completed. 1 read back the English translation to 

him while he tollowed and checked on the French text 

which had bee,n handed back to him by J,:onnet . The 

following is our English translation of the message: 

"November 9, 1936. 

(1) The President of t he Council of Ministers 

and the Minister or P'in.ance express their 

hearty thanks to President Roosevelt and to 

the Secretary or the Treasury tor the message 

· · which • . . 
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which had been transmitted to them by Mr. Jean 

Uonnet. They bad t aken cognizance ot it with the 

greatest interest and they wish to express their 

appreciation and their gratitude tor the efforts 

made by the President and the Secretary to reenforce 

the efficacy ot the Tripartite Agreement, to which 

the French Government remains very deepl y a t tached, 

and also to increase the already existing solid­

arity between the t hree democracies parties thereto. 

"(2) The French Government is entirely favor­

able to an exchange of informati on whi ch would 

i n the monetary field tscilitate the action of 

the responsible authorities and in the fiscal f ield 

i mpr ove effectively the means at the disposal of 

its Administrat ion to detect and to repress traud. 

"(3) The French Government understands that 

the American Government already bas at its dis­

posal , by virtue of the legislation already in 

force in the United States, the necessary means 

ot investigation enabling it to know the movements 

ot fore i gn assets and t he means to communicate 

such information to the States of which owners or 

· · ' such' assets· are nationa l s . The French legislation 

does not provide the same facilities and in par­

ticular does not discriminate between the rights 

ot the Administration towarde French nationals and 

ita rights toward• toreignere . special legislatin 

meaecree would t herefor e be necessary. 
( 4o ) • • • 
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"(4) Before pursuing further the setting up or 

the details (mise au point) or t he procedure 

which would be made necessary for t he application 

or t he measures envisaged in Mr . •ean Monnet•s 

message the President of the Council and t h e 

~inister of Finance believe it desirable to 

know the opinion of the Br itish GOvernment . 

Since the French market is, as a matter of fact, 

in direct contact with the British market even 

more so t han wi t h the American mar ket by reason 

of the proximi ty Of Paris end London, t he 

measures envisaged i n the communication of Mr. 

•ean Monnet would not onl y be i noperative, but 

dangerous for the French currency if t he British 

GOvernment did not endorse t hem unreservedly . 

The French GOver nment suggests therefore that 

the British GOvernment be consulted without delay 

and since i t possesses t he power to l egisl ate 

by decree only until t he fifteenth Of November 

it woul d like to know its opinion as promptly 

as possible . " 

We did not diseuse the message, except on one or 

two points such as the t r anslation of "mise au point". 

I pr e>need Rueff that I would telephone the mauage to 

Secretary uor gentbau yet tonight, and would give the 

American reaction thereto as soon as possible. 
I ,. . • 
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I then went home where I typed out our English 

translation. Monnet Joined me at my home , as bed 

been agreed, at 10:20 p.m. and we put in a telephone 

call tor the Secretary at Vlasbington, District 2626. 

While weting connection Monnet and I discussed the 

dey's developments and particularly the French 

oessege. Uonnet asked that I stress to the Secretary 

the activity tbet bed taken place and t he importance 

or the reply, p.articularly considering that it 

repres ented ep much etfort at reconciling official 

views . ;'lben I got Washington, Lochhead talked with 

me, first on the London line tor a moment and then 

on the direct French line which had not been o~en until 

a tew minutes etter 11 o'clock. He said Secretary 

~orgentheu would not be available until 7:30 p .m. 

(12 :30 a.m. Paris time). I told him t ha t we had en 

important message and used the words that hlonnet bad 

requested "after a hot day with discussions 1n the 

highest circles". Lochhead agreed to have the message 

taken down verbatim so that it could be studied and 

cads available to the s ecretary 1n typed torm when 

he could be reached. I read the massage to Locbhe~d 

and we carefully checked it . Lochhead suggested that 

the s ecretary might not be enthueiastiu tor any 

message which showed hesitation on the part ot the 

French . It was agreed that the Treasury should cell 

us back at 12:30 or as soon thereafter as the 
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Secretary found it convenient. 

t:.onnet then arranged tor the French long ·distance 

people to keep the direct line open an hour longer 

than usual, in order that the Secretary' s message could 

be received without passing over London . At 12:55 a. r_. 

Secretary t:orgenthau called us back . I answered the 

•phone and the Secretary asked to speak with l.:onnet . 

I have only one telephone but there is an apparatus 

for the second person to listen in . The Secretary told 

~onnet that he bad read the message but that it did not 

make s ense . He felt that it pr ovided no basis tor 

him to put any proposition to the British . Part ot 

the time l:onnet spoke directly with the s ecretary and 

at other times I conveyed r·onnet • s impressions, s i nce 

the Secretary bad difficulty in understanding ~onnet. 

!:.onnet stressed that the message represented a lot of 

effort and really a great interest on the pert of the 

French . He thought it provided tor an exchange ot 

i nformation in both the monetary and fiscal fields, 

an extension of the Trinartite Agree1nent , and envisaged 

~ediate steps toward arranging for the procuring ot 

information in France . The Secretary strongly telt, 

however, that the message tailed to indicate any will 

on the part of the French to take the measures necessary 

to f orce capital back into France. He said be did not 

want to b~ "kidded" and did not want to go ahead with 

t he British on something that was entirely i ntangible 

and • . . 
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and hypothetical. Konnet tbougbt that tbe message 

ottered a baaia to go abead. 

The Secretary finally told me to get out ot my 

r~le as messenger and return to that ot his represent­

ative and tell him what I thougbt ot the matter. I 

repeated what I bad said to Lochhead, when the latter 

had taken the •phone tor a while, that is , to the 

ettect that the French were determined on carrying 

out a policy with which they tound t he Uonnet plan 

incolllpatible. Since the Secretary telt that the Uonnet 

plan could not succeed unless adopted in its entirety, 

which would envisage exchange control, the matter should 

be dropped. Monnet thought that the French would be 

willing to take steps which would virtually be exchange 

control, without giving it the name. I disagreed, 

f eeling that the French would do nothing along these 

lines which migbt hint at possible measures ot restraint 

before the orthodox series ot decrees on which they are 

working is given out and tried. It was finally decided 

t hat we should tell the French that unless they indicated 

to us a desire on their part to go all the way on the 

Monnet plan the matter should be dropped and our con-
.... 

vereations of the past tew days be kept entirelJ secret. 

The Secretary was as anxious to cooperate with France as 

he had been during the past tive years . But any move 

at present must be made only with the tu.ll desire and 

r equest ot the French tor ua to take this matter up 

with the idea ot the French goi ng the wbole way. It 

waa . .• 
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~9 4 

was understood that 1 should not sse Daladier, but 

that Monnet should if anyone did. The Secretary left 

to us the manner of replying to the message which had 

been received through Rueff. Monnet agreed with me 

that s ince the message had been delivered through 

Rueff to me, our answer should go back the same way. 

In this last conversation the secretary expressed 

his warm appreciation for the efforts which uonnet, as 

a "realist", had made. 

t:ovember 10. l telephoned Rueff at 9:15a.m., but did 

not succeed 1n reaching him until 9:45. 

l arranged to meet him at 11 o'clock. 1 told him that 

l had a message for him, and it was agreed that !lonnet 

should accompany me. .~en Rueff received the two of 

us, l told him that we had bad a long session last night 

getti.ng in touch with washington . l told him that l 

bad read the English translation of the French message 

to ~r. Lochhead and that both Monnet and l bad sub-

sequently discussed it with Secretary ~orgenthau. 

I told Rueff t hat 1 thought t he following expressed 

Secretary t~orgenthau • s feelings in the premises: (1) 

He appreciates the consideration the French officials 

have given the message delivered by Monnet; (2) ~he 

Secretary thinks the plan would be effective only 

if taken in its entirety; the question of negotiating 

an addendum to our double taxation treaty could be 

undertaken any time; (3) The Secretary understands 

the . . . 
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the position of Uessrs. Deladier and Reynaud. (4) The 

Secretary sends his warmest greetings and best wishes 

for success to Messrs. Daladier and Reynaud ; his only 

desire is to be ot help and to continue to cooperate. 

After t his oral statement on my part, Rueff said 

this was a diplomat ic reply but did not meet the French 

request as set forth in their message that British 

opinion be solicited. I said that when this matter 

first came up it was clearly specified that we would 

!95 

see whether the French and Americans could find tbems~lves 

sufficiently in accord on any proposit ion before putt i ng 

it up to the British. I said that t he Secretary felt that \ 

the French bad not submitted a sufficiently definite or 

tangible proposition to warrant his approechi.ng the 

British . Any proposition mus t be French and if we 

have no more idea as to whet the French are going to 

do than is indicated i n the note which was read to us 

last nir~t, we do not feel Justified in going ahead 

with negotiations limited to principles or based upon 

hypot he t ical conditions. 

Monnet then intervened, saying that I had given the 

re~ly, but that be wished to add his own remarks toward 

clarificat ion of the situation, which be did at length. 

I told Rueff t bat I would not ask to see Reynaud or 

Daladier. The message tram them having been communicated 

t hr ough Rueff to me tor further transmission, the 

Secretary's reaction was being made known by me through 
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t~e same channel . u onnet said be would telephone Rueff 

before asking to see either Daladier or Reynaud but 

that he thought he should see both of them. 

t:onnet went out one door and I waited with Rueff 

a moment before going out the other door. He said 

Monnet did not at all understand the political com­

plications and difficulties this matt er was causing . 

I later joined ~onnet in the TUileriee Gardens and we 

reviewed our conversation. ~onnet was not convinced 

t hat the matter should be entirely dropped. He 

t hought his plan could have been fitted in in some way 

with the Reynaud plan. I told Monnet that I had stayed 

in the background as much as possible in this matter 

and had refrained from expressing any persoanl opinion. 

I told him very trankly, however, that after hearing 

t he first dr~ft reply which Reynaud and Rueff had 

prenared, I was convinced that this represented the 

honest sentiment of the ~inistry of Finance toward the 

~onnet proposition. That is, t hat it was irreconcilable 

with t he Reynaud plan. The only feature t hat the 

Ministry or Fi nance would take out of the L:onnet plan 

was the idea of a b ilateral treaty for the pur pose or 

detecting fiscal frauds. I i nsisted that the second 

draft which bad been officially communicated represented 

only a compromise , drawn up to meet Daladier•s feelings. 

Furthermore , I was convinced that if the Americans had 

gone abead and acted on tbis draft in taking up the 

matter with the British, there would have been no 
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Tripar tite Agreement before t he French special powers 

expire on November 15 . The French officials doubted 

very much our ability to get British adherence to the 

plan. Even it we had been successfUl in getting the 

British to endorse the plan, I.was absolutely certain 

that the French woul d delay the matter so as not to 

have an actual Tri partie Agr eement by November 15. 

Consequently, they would pursue their original orthodox 

Reynaud plan. I felt that t he Secretary suspected 

something or this sort when he examined the French 

declaration which we had transmitted, an·d I said that 

my own suspicions were so strong that I was unwilling 

to take any tu.rther steps whatever toward drawing the 

Secretary into negot i ations with the British. If the 

French tailed in the Reynaud pl an, they might eventuall y 

come back to us, but let such move come entirely from 

their part, now tha t t hey know bow we stand . ";/e could 

t hen determine anew bow we felt in the premises. 

At 3 9 .m. 1:onnet telphoned me to say that Rueff 

had asked him to come to see Mi ni ster Reynaud at 3:30 . 

I said, in answer to his inquiry, that I bad no new 

ideas on the subJect. 

~onnet telephoned me again at 8:20 p . m. at my 

apartment . Be said t hat he had gone to see Reynaud 

at 3:30 this arternoon as arr&nged t hr ough Rueff, Be 

had recounted the Amer ican message or last night. Be 

round Reynaud determined to "ride an entirely liberal 

horae • • • 

197 

Regraded Uclassified



- 43 -
198 

horse• . Reynaud seemed quite confident. At the same 

time, he admitted that he did not know how the situation 

would 'be 15 days after the decree laws were issued. In 

answer to my que stion, Connet said he felt that Reynaud 

was not disappointed in our reply, 'but rather rel ieved 

to 'be tree t o go ahead ~n tne strictly liberal pl an 

which he had dr awn up . Uonnet said he had to wait 

sometime 'bef ore seeing Daladier and found the Premier 

deeply appreciative or the American .efforts and some­

wha t disappoint ed about the outcome. He said he 

regretted very much that Secretary t:orgenthau had not 

seenfit to let him have through me an indication as to 

what to ex?ect i n the message which t:onnet was conveying . 

Lonnet said he r ecoocended to Daladier that he should 

su,port ~eynaud com?letely n~N, and come back to t his 

plan if Reynaud ' s policy ·shoul d fa il. Daladier, accor ding 

to r onnet , intimated dissatisfaction with the ?ermanent 

officials in the ~inistries and said it e i ght be necessary 

sooner or later to get rid of some or them . In this 

conversation and one previous ly, ~onnet expressed hi s 

own regret t hat he h.ad not 'been informed betore leaving 

v:ashington of Marchandeau • e request for assistance on 

ou.r part toward work ing i n the di r ection or exchange 

control. The French officials had ment ioned to him 

t he l etter which Rueff bed shown Reynaud, and which I 

cited hereinabove. I t old him th i s letter ?r o'ba'bly 

was received at washington only attar hi s own depart ure • 

.Jter . . 

. 
' 
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Attar the foregoi ng conversation uonnet asked it I 

was agreeable to telephoning Seoretary uorgenthau 

again to let him know ot our delivery ot the message 

and to see how the matter stood. I disagreed wi th this 

idea, stating that the matter seemed closed as tar as 

199 

t he Secretary was concerned, Judging trom his conversation 

or the preceding evening by telephone. I t hought it 

best to tollow the Reynaud decrees and experience and 

keep t he Secretary informed t hereon. Monnet definitely 

eroeoted the Reynaud program to r ail . I told him that 

I thought Reynaud would bring out the best orthodox 

program that could be conceived and that Reynaud was 

the best available Minister or Finance to put it 

t hrough. I was not pessimistic . \'le would just have 

t o see. 

BLIC/UUI Regraded Uclassified



2CO 
TREASURY DEPARTMENT L 

INTER OFFICE COMMU NICATION 

DATa Hcm!lllber 1?, 19)8 

TD 

'ROM 

aJbject: 

Seore~arr r ntha.u 

Mr. Haa 

lllpor oe ot Non-Warket Absorption ot Publ1o 
Debt in 1937 and 1938 

1 . .t.n important element i n the underl;ying strength ot 
tbe market tor Govern11111nt aecuri tie s since t he spring ot 1937 

baa been the t act that the open JU.rket has been called upon to 

absorb onl;y a small amount ot the increase in the P'.lblic debt. 

Tbere was actu&ll;r a decrease ot $64 111llione i n the volume ot 

Governments available in the open market during the t1ret ten 

months ot 1938, despite an 1noreaee ot $1,1S9 millions in the 

total intere st-bearing public debt. 

'l'he accompa%1)"1ng chart brings into eharp focus the great 

i mportance during 1937 and 1938 ot the non- marke t outlets tor 

Government securities. 

2. The llharp break in the Govern~~ent bond marke t that 

ooourred in the winter and spring ot 1936-1937 took place after 

a r apid and large 1noreaae in the open market supply ot Govern­

ment aeour1 tie e. During the lS months ended December 31 , 1936, 

the open market tRlpplf ot d1reot Gover1111111nte i ncreased b;y 
$~, 7~9 111111one, and the total d1reot interest-bearing publ1o 

debt by $6,055 111111ons. 

In very deo1ded oontrut are the t1gures tor the 22 JDOnths 

between January 1 , 1937 and Ootober 31 , 193~. During this per­

i od, the inter e s t-bearing public debt rose by $4,197 aillione, 

but t he supply ot GoYerllllente in the open aarket inoreaeed b;y 

only $727 alllione. The remainder was absorbed ae tollowe: 

(Millions ot dollars) 

Sooial Seour1t y trust funds 
Un1 ted States Sartnge bonds 
Govel'llllent Lite Inlllll'anoe Fund" -
01v11 Servioe Retirement J'Und 
Postal SaVings SJ'etea 
Other gover11111ntal tr\let tunds and ageno1ee 
AdJusted service bonds held b;y 1nd1v1duale 

and Postal SaVings bonds (reduction) 

1 ,743 
892 
6oll-
l~ 
161 

-150 

Net non-Mrll:et absorption J,470 

1 Some ot the t1guree tor October 19311, included in the totals, 

are prelill1nar;y. 
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J• 'l'he volu• ot GoYel'lllllln~guaranteed obligations in­
creased by 1350 a1llione during the ~·t 22 monthe, all ot 
which, together w1 th a re&lct1or. ot t53 a1ll1one in euoh 
holding• by Gove~nt agencies aDd truet tunde, was added 
to the open aarket eupply. Ot the aggregate inoreaee ot . 
$4-,547 a1llione in dlreot aDd guaranteed GoYemment obllga.. 
tione <luring the paet 22 110nthe, only $1,130 11111iou wae 
added to the open •rket eupply. 

4-. As ot October 31, 193g, governmental agencies aDd 
trust tunds held direct and guaranteed Government obligat1one 
aggregating 15,133 a1ll1one. In addition, the Federal ReserYe 
banks owned 12,5~ a1111one ot dlreot obligations; and aome 
$1, 367 alllions ot the public debt was in the fora ot United 
Statea Sartnge bonds, $303 a1ll1ons in the tora ot AdJusted 
service bonds iseued to veterans, and 192 11111ions in the tora 
ot privately held Postal Savings bonds. 'l'heae tiguree are 
presented in greater detail in the table below*: 

SOci al Security truet tunde 
Postal Savings arstem 
Government Lite Ineuranoe Fund 
01v11 serorioe Ret1reMnt Fund 
Federal Depoe! t Inauranoe Corp. 
Other governmental ageno1ee and 

trust tunds 

Total - Government agencies 
and trust tunde 

Federal Reserve banke 
United Statu Savinge bolide 
AdJusted Service bonde held by 

1ndirtduale 

: : OUaran~ ' 
1 Direct 1 teed : total 

(K1111one ot dollars) 

11-, go5 

2, 564-
1,367 

167 
1,go7 
1,111 

u~ 
369 

611 

5,133 

2, 564 
1,367 

Privately held Postal Sartnge bonde 
303 
92 --

303 
92 

Total non-market holding• 9,1Jl 9,459 

• Some ot the tiguree tor ootober 193g, included in the totals, 
are prel1111n&1'7. 
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TO 

TREASURY DEPARTMENT tVbt 
INTI-" OP'ne& CONil4UHieATION 

SECRETARY IIORGENTIWJ 

For xour intomation 

In rea Aasooieted Gu & lneotrio C<wpav 
Howard Q t HtoptoD t 

'lhe C.nadian Inapector of I nccae Tax ad'riaed tbia 
office by tel~e on Nov.-her ? tba~ bia -cen~a had failed to 
locate the boob of Hopeon 1a four H..toundlan4 O"''J»nha. DeJ.~. 
the laley'tll' for the Canadian L1quiclator of the cClllp&lliee, radioed 
froa his abip that he had no recollection of the -~~ .. bu~ that 
his aecret&ry (wbo was &leo bia eiahx••i~>-law) 111Bh~ have. 'lhe 
aecretaey cpreeaed CCIIplete 1snoranoe of th.S.r whareabou"• and 
thtll'e ware no office reoorda 11h1ch showed th.S.r disposition. She 
·~~ed tba~ she had a has;r recollection of a package b <ll.ng mailed 
to a llr. R&nd&lJ. i n N..tonndhnd, and poaeibq i~ contained the 
boolca and recorda, but of that abe na not sure. 

'lhe IJ.quiclator (a f-.ale cltll'k) -. ne.Et inttll"riancl, 
and ·~~eel that &lth01141h ehe onoe had the bcolca, she turneli th• 
onr to Dalt~r • and thq ••• probebl;r now in Ne.founc!Jenc! . 

'lhia office into~ ..acs•~«l to the Canadian ID­
IP8Ctor that .oat probabq the boolca could b e reconstructed t.brouBh 
the recorda 1n the I!DyaJ. Bank of C.Nd• and the Bank of llonv.l, 
throuch wuch banlca the vc-r lara• tranaaotiou cl.ared. 'lhe 
Inepector Mid it would be halptul it our awlitore, liDo wC'e tu1lhr 
with the eituation COIIld confer with bia aaenta, prior to «Am"'ne 
tbe banlca• recorda . AccordineJ.y, our t.wo h•t auditors arriYed 1n 
llon~r-.1 the net aornine and are etill thtll'•• 

L~ 
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GROUP WESTING November 18, 1938. 
4:30 P. u. 

Present: 

H.M.Jr: 

Bell: 

H.M.Jr: 

Klotz: 

H.M. Jr: 

Klotz: 

H. LI.Jr: 

Mr. Oliphant 
Mr. Gaston 
Mr. Haas 
Mr. Taylor 
lolr . Hanes 
Mr . Gibbons 
llr. Duffield 
Kr . Upham 
llr . White 
Mr . Lochhead 
Mr. Bell 
Mr. llcReynolds 
Mrs. Klotz 

V.'hat I want to say - t here ' s a lot happened at -
I want to - is Bell here? 

Yes . 

Yes . I can't say - what I o.m saying no~1, I can•t 
emphasize too much, is confidential; there ' s a 
number of people interested 1n this and I can't 
take the time to tell you separ ately- •• ... at 
Cabinet. 

The President said, •Harry, what have you got t o 
say . •••.• ?" 

(Nods to H. U. Jr . , indicating reporter not 
bearing what he was saying . ) 

Well, if be i sn' t getting it, it1 s his own 
hard - are you getting it? 

Hickman: Yes sir; that ' s all right . 

I 'm sorry. I ' m sorry. 

He said, •How are you getting along this week?" 
And Harry said, "This is the first week we've 
showed a reduction." And t he President said, 

\ 

•Harry, I wrote you a very snotty note l ast night; 
I haven't signed it yet, but I am telling you once 
and .ror all, I will not declare a national emergency. 
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(Ur. Hanes comes in. ) 

I 111 repeat this for Hanes. The President t old 
Harry, once and for all, he would not declare a 
national emergency, so he said, "I sooke to 
Aubrey Williams about this thing on the twentieth 
of October, and,!' he said, "Aubrey Vlilliams swore 
by al l that 1 s holy he ' d ge t along t i l l the first 
of March. " You weren•t here then. "Now," he said, 
"it 1 s up to you, and I will not declare a national 
emer gency. " Harry said, "That' s easy, ur. 
President; we•ll Just lay them off. " 

I want you men to know what happened, And I !llllde 
no comment and said nothing - but, so to keep you 
men up to date, s ee? 

Did you see the memorandum I sent to the President? 

I don't know; you said you were going to show 
it to me; I haven ' t seen it . 

' Yes , l ate Thursday I tr ied to get Harry, but Harry 
lias out of town, so I did not call Harry. 

I haven•t seen it . 

I sent the memorandum to the President, showing 
they had exceeded their apportionment by about 
two hundred million dollars, as I recall the 
figure, and t he apportionment I received on 
November 12 was , in effect, dishonest , and that 
I certainly couldn't approve it, and that I had 
Just received another revised apportionment that 
showed, on the present basis , t hey would be out 
of money pract ically by the first of January; they 
had about seven hundred million dollars left. I 
showed the figures - whst he ' d have to do to run 
through January, and whst he ' d have t o do to run 
through February, and asked for his instructions 
before I replied to Rarry •s l etter. He asked me 
to prepar e a reply to Harry' s let ter . 

Well , sometime • ••• • 

I ' ll give you a copy of it. 

Will you? 
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The purpose - as I say, I can•t emphasize too 
str ongly t hat this mustn• t be mentioned to any­
body el se out side this room. 

I di dn ' t know what to eay. The President looked 
over at me and smiled at me, as much as to say, 
"You know all about this, " and I didn•t know; I 
didn't know what he was referring t o as the 
•snotty• note. 

Well , I didn•t write t he note; he must have 
written the note . 

In view of what he said to Banes and me, I didn ' t 
know which way - I, f r ankly, just don•t know what 
to do, because I don 1 t know that - I mean, it 
bothers me - not the Secretary of the Treasury -
but I don't know what Harry's going to do. 

I - I really t hink it's unfortunate to handle it 
that way. 

I think it ' s a tragedy. 

It should have been done thirty days ago, or 
more. He should have stopped right there, taking 
on people, and he would have been down now a 
hundred thousand or more, because the t urn-over 
is almost five per cent. 

I mean, I am - the reason I am upset here i s 
because this - t his thing - I mean, there ' s 
so many things happening, but I wouldn 1 t be 
surprised now to s ee Rarry lay off a million 
people just like that (snaps fingers) . 

You and I will get the blame. 

Pardon. 

You and I will get the blame . 

Now I ' ll t ell you something. If we do, I ' ll - I 
am going t o publish the stenographic not es of 
the meetings that took place here in t his office. 
(To Mrs . Klotz:) You get the meetings from Kiss 
Chauncey of the meetings that took place here, and 
DIY conver sati ons that I bad when Aubrey Willi ams 
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called me up here, and said"there •s no use 
coming to see me; I haven't heard anything from 
Hopkins, and Hopkins i s with the President." 

If they s t art any dirty business agai nst you and 
me, I am going to take my stenographic not es; I 
am going to give them to Gaston;' I am going to 
have them mimeographed, and I•m going to give 
them out to the papers , and I don•t mean maybe . 
Any dirty work, or any of this columnist work, 
the meetings t hat took pl ace here - Yiss Chauncey 
t ook down that meeting - are going t o be given 
out to the pres~ and all the subsequent meetings . 
I am not going to tak e it . And t he first dirty 
crack that any columnist makes , t hat Harry - I'll 
give them any meetings tha t t ook place here, and 
subsequent meetings are going to be gi ven to t he 
press . 

You know you said that anybody that •s got any 
i dea, after they listen ...•.• 

An attack on me is an attack on all of us . You 
admit you did it. 

No, I didn•t. 

And the amazing thing ~tas , he did it in f r ont of 

Yes. He 's ..... 

And - ah - just for run, get one of your peopl e -
the man that does the esti:D<Itill6 on these things, 
to make a r ough estimate f or Hopkins, in order to 
stay within the limits; I mean, until the orders 
can get out, and everything else, figuring sixty­
four dollars per man, per month; isn' t it? 

About that . Sixty-five, I think. 

\ 

Vlhatever it is sixty-four or sixty-five dollars 
per man, a month, and with the dollars he ' s got 
left how many people can he carry until the first 
of u~ch including the hundred seventy- f i ve 
million. ' Those- if you don't understand it, 
they asked for money for eight months; t hey gave 
them seven months and added a hundred seventy-five 
million which could be used in case of national 
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emergency. In order for the President to us e 
that hundred seventy-five million, they •ve got 
to declare a national emergency; that hasn•t 
been done, -aqd - and in this office, with a 
stenogr a pher present , we put them on record . 
Two days later Aubrey Williams went over on the 
doorstep of the White Bouse and said, "This 
money will last till the firs t of !.larch. " 
And from then on they have put thirty thousand 
more people on. 

I made rough estimates , and in order to ma.ke the 
money l ast, they 1ve got to lay off so many people, 
and my estimate is a million. 

That •s about right. 

I have a suggestion, and I ' d like to make a sug­
gestion. If you intend, as I think you should, 
to give this out, then I ' d l i ke to urge you now 
to have Gaston to take these stenogra?hic notes 
and go throUgh them and wri te a letter to Bar ry - \ 
11 In the interest of keeping t he record straight, 
I want to give you the follov1ing, in t he words 
as discussed at our meeting and at Cabinet. 

No . The reason I didn•t say anything i s , - I 
don' t know my French well enough, but there is a 
French saying, "He who i s accused, excuses." I 
don't ·know my French, but t hat is a literal 
translation . I have a clear conscience, and I 
haven• t said some thiOGS which happened, which 
you (Ranes} were t here, and you (Ur . Bell) were 
there -you remember the "gr een eyes" (green I . S. } , 
which I don't want to even mention here, but there 
were subsequent times when those two people were 
there when I brought this to the President'S 
attention, and I don•t want to say what he told 
me but these two men heard i t. I do this to 
aafry, Herman, a.nd it's as much as to say I •m 
guilty. 

That wasn•t my thought . 

Here, Barry will come back and say, "What makes 
you think I am going to undermine you?" I know 
where I am a t this time; nothing will happen 
between now and Monday, and if anybody 1 s got BDY 
ideas between now and Moneay •••••• 
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I bad a terrible day - a regular Treasury day. 
One of these days Wayne will be coaxed, but I 
wanted to put everybody or. notice, in the sense 
that no one could do more, humanly, than I have, 
to warn the President, warn Harry, warn Aubrey 
Williams, and I am not goins to be the goat, 
because I have done everythins that's humanly 
possible, and there ' s some thinss I don't want 
even to say that these two men heard, and I 
brought it to the Presiaent•s attention. You 
were there. 

Yes . 

I am just ·- I.am just saying that; is my estimate 
about right? . 

Yes, that's about r ight . I don ' t think you should 
say anything or write Harry until he indicates 
he's going to say something. 

It isn' t the question of on the record - I told \ 
you when you first spoke about this thing, this 
is between Hopkins and himself , and nobody else. 

Does t he President know how much he ' d have to cut 
·· doTm in order to r emain within the law? 

No, but he bas a good •••••. 

(Interposes) MY thought wes to prevent Harry doing 
something foolish, not to keep the record straight; 
lettins him know in advance what youtre going to 
do. I agree with you though, I wouldn1 t ' take it 
this time. 

I am not doing it. For those t hat don' t !mOlY, 
both December •37, and December tJ6 , Bell and I 
were the people that got increases on the relief 
rolls Christmas Eve; in one case we sent a 
telegram to the President; in both Christmas Eves 
Dan and I got them to increase the rolls . To do 
this thing, it is just - it' s just - well - but, . 
again, everybody t s on his honor to keep his peace, 
discuss it with anybody in the room, but 
don' t go out of the room. 
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Now, Mr. Upham, again, between now and Monday, 
are you waiting on 111e for anything? 

No sir. 

Thank God for that. And for the rest of you, I 
had a chance to tell t he President about the 
S. E. C. was going to move on Trans-America, and 
he said, "0 . K." so now, where is t qat? 

I a 111 working on it. 

I 111ean, are you waiting on 111e? 
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No indeed, but I •ve got to have time; I •ve got 
to be sure, because personal li,ability is involved, 
and lots of personal liability. 

When vlill you clear this? 

I ' ll take over t he week-end . 

They have waited eight months , so I guess ••• 

(Interposes . ) That ' s what Bill said today; he 
said, "Well, we•ve wai t ed eight months ." 

Well , I - I don't think I •d let it go beyond 
Tuesday. 

That- it will be· in. 

It might be personal liability for me, or Cy? 

You and Cy. There would be ••••• 

Joint account . 

I t • s an independent agency; under the chart 
taylor's responsible for Cy. 

We probably could fix up a little personal liability 
for Wayne. · 

So remember, it f lows from the Comptroller t o 
Taylor, Taylor to me . 

Like endorsers, huh? Well, I mean ·· · ·· · 
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You know t hat story about the rabbit , stil~, 
don 1 t you? 
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Fifty· per cent horse and fifty per cent rabbit . 

You•re t he horse. 

I ' m t he r abbit. 

Now, does anybody want- oh, this t hing (a clipping) ; 
wr. Ranes , YX . Wa~ace puts you on notice on the 
processi ng tax. 

Now, bas anybody got anything really important? 

~cReynolds : (Nods •No. •) 

Bell : (Nods •No.•) 

H. lt.Jr : Would you (llr. Lochhead) have !.[r . K. P. Chen, 
yourself , and L!iss Chauncey at mY hous e at 
nine o 1 clock tomorrow morning , plus the engineer \ 
that's Just arri ved? 

Lochhead: They were arou.nd this a f t ernoon, K. P. Chen, and 
the engineer and assistant engineer; I took them 
into Mac ' s office and introduced them to 
Captain Collins . 

H.M. Jr : The President wants certain informati on before 
they leave; I want to tell him about it; he wants 
the maps . I f t hey come to the house with you 
and W.ss Chauncey, I'll t ell him what they want. 
He wants it before be leaves town. 

UcReynolds : I'll tell Harry. 
H. I4 .Jr : \'ley not l et 1 s Jus t have Chen; no use having the 

engineer. 

Lochhead: If you want A man, it is probably bett er to have 
the engineer. 

H. ?4. Jr : The President wants to know about this Burma 
r out e . 

White : 
This engineer is in control of all the traffic 
in Cbina. · 
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He just arrived this morning. 

The President wants to know about the traffic. 

I think we ' d better bring him along. 

Who el se ' s got something important. 

I see the trade agr eement was signed, notwit h­
standing the bank's ••.• • • 

I don ' t know - the smuggling? 

You got a call from (name not heard) . 

I want to let i t take t he regular r oute. 

Yes. 

(Nods •Nothing . n) 

(Nods "Nothing. n) 

Wayne? 
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I think I can i dentify that memorandum t hat came 
over from Hr . Hull. 

Yes? 

I think that's a doll of Berle' s . 

Smells "Berlish?" 
I ran into him, oh, I guess i t was a couple weeks 
ago, and he said that he had been talking to the 
President about something that he was going to talk 
to the Tr easury about; he didn' t tel l me what it 
was . 

All right. 

I think that adds up. 

Well. 

I have nothing. 

That ' s all · We ' ll try to forget i t . 
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No. 

We're going to study it on its merits. 

lll right . Aeythi.ng else, Wayne? 

(Nods "No. n) 

I have nothing . 

'J.'his isn It anything Of any importance j this is 
an alter native telegram, and letter, one of 
which you might do. what they a sk, and the 
other, which I 1d write and say it wasn 't br ought 
to your attention. 

Just sign it. You are coming to the house 
a t four tomorrow - Dan and you; will you do a 
little work on Sunday? Will you? 

I 1d as soon spend this on Dan•s time entirely . 

Try to do it tomorrow aft ernoon. 

I mean, I don•tneed you at the house Sunday if 
you make t he correction; will that spoil your 
gol f Sunday? Is t hat a bad time? 

' 

No. ~undayts a bad day any time. But I don' t know 
if there is w.uch in there tha t concerns me. 

I think, mainlY the points concern George Haas, 
but there are some f igures in there to be checked. 

I bad the figures checked; I noticed rirY name. 

If you think Danny should be th~re , and he thinks 
he should be there, all right; but if he doesn•t , 
I don• t want to ·bother him. \'/ill George be there? 

I think perhaps, yes. 

Ylill you decide? I'll read it before, but I want 
the arguments before they come. 

I t hink that is a good job . 

on the whole tt•s a good job; some things I don•t 

like . 
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I r ead it very quickly. 

Did you give your comments to • • ••• 

(Interposes.) I didn•t have any. 

The only tlling particluarly I noticed, he ' d 
talked about the deflationary aff ect of the Social 
Security funds , which I don't think is correct. 

I want t~e Fiscal Committee to give a rulinc. 

Yes; right . The National Resources Fiscal Com­
mittee . 

Is this the narne of it? Aint it? 

Fiscal and ~onetary. It l eft Fiscal and Monetary; 
I don't know what it was when it emerged. lias 
there an announcement made today? 

He didn't name the committee but he said t heir 
duties would be fi scal and monetary policies . 

• 

You are not going to disown your child? It was 
just born tllis mor ning . 

I haven ' t had a chance to s ee it; t hey don•t let 
the clos e relatives look at it. 

All right . 

Yes. Al l right . 

You either have, or will get, a memorandum saying 
that t he banking group wants to meet with you a t 
your convenience on your preferred stock cutback. 
It can (lO over to next week, however . 

Are you fellows all together? 

I think we are all against you now. 

• 

o. K. Let her go. (Laughter) Closed; let her go. 

Notlling I can do about it . 

Let her go. Yle'll call this child Jolml:lY 
(Laughter) All right - or was it Wayne O. K. 

Hanes •. 
Taylor•s? 
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••• And shall never again speak of the Treasury's 
dishonest bookkeeping. 

On your or on DIY side? 

I am not in the group, but I am on your side. 

We're like Gianiilni; you know, he never signed tha 
directors • letters . You and I -I am glad its 
w:rs . K1otz, you and me. 

Pretty hard to swallow that. 

I think we can get you over on our side. 

Not the balance sheet I saw. 

No, no, no. 

No, no. 

Not on that; we wouldn't do it on a hundred 
eighty . 

I s this the capital stock? 

It tells the truth, the whole truth, and nothing 
but the t ruth. 

To show you how good DIY sense of humor is, to see 
whether you fellows can take it, is Tommy Corcoran 
0 . K. ? (Laughter) 

(Several speaking at one time . ) 

Harry is o. K. 

I 'll read about it later on. 

That is all . 

I 'ust bad a call froz Joe Keenan about the 
zan' s sentence in the tax case; I ' ll handle it 
in tte usual :way by referring it to Guy and Irey. 

The fellow iS sentenced? 

The judge wants to, and will remit the probate 
i£ the Treasury will perait. 
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Let the c hips fall where they may. Okie doke . 
What else? 

The Monopoly Committee met this afternoon, and 
nothing happened but a lot of talk; and I am 
sending you a copy of it. 

I s it funny? 

No, it isn•t, because King's in it, and he's 
serious, and eloquent, always . 

Anything else? 

No, that's all. 

John? 

I ' ve just been up to see Congressman Daughton, 
and Mr . Stam. There's nothing new to them; 
they've got no ideas; and t\ley want to know, as 
s oon a s we can gi ve it to them, what our progress 
is. 

Did he tell you what I told them at lunch? He 
wanted to know i f we were going to raise any new 
money; I said, nsure. " He said, "How?" I said, 
non the check tax .• 

He didn't tell me that. 

Did he laugh, or turn red? 

He said, "What are you going to do, put all the 
banks out of business?" 

(Laughter) 

Well •. . • • . •• 

\ 
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m W!"T1 IJ 'D m R'-ltLL ppm or up 

'l'bere tollowe a llet of the ete~te 1D the three .&l.aop-UatMr 

articles wbicb -, or ••• 1D41reetq to 1D't'Olw, •· After •ob 11 

aet down the facta ae I !mow tbtat 

'lbt llnt J.rt.icl.t 

1. That rq - -• em a list wbicb Roe'- aDd llolq prepared 

1D reepccse to Rose-•a suggestion that Rooae.,..lt t.,. the 

univere1t1ee tor the proteeeicmal axperta DHC!ad oo uti.-1 

problau. Truth Ulllalom. After I had taken onr lolq' a 

d1rect1oo ot the llew Iorlt Lew Retona ec-in1oe ill tba •-r 

or 1932, l!oeeDan .. ,ad a -tiq ill bia cbubare. It wu 

attended br llol.e7 , Berle, Robert Straus aDd rqaalt. lerla d14 

808t ot tbe talldog, aDd the JDeetill& aDded with tba 4ec111oa 

that Roe- aDd llole7 would tab Berle to .UbeDT to-t 

I!Doeanl t aDd tell b1Jt bia ato17. 

2. .la ateted , the work tor tbe c.-iaeioo, added to tbat tor 

Joblll llopld.ll8, wae 110re tball eDOuab for all of q tiM. I 

saw DO 0111 later cOilllactad w1 th Waabi.Dctoll rmtU I lrmobed 

at tba llaTfiower on Frida7, llarch 3, 1933. 

3. The eteteHnt that tba etrucgle onr obanpn& the price ot 

eold wae a atruc&l• owr legal .. tbocll Jliaeee tba poillt. 

Tba t 8 truul-e -· beeiO r e1J1ce 1 t iJm>lftd 'breU1q the 

ce~~tu:ry-old bold ot the cctra1 baDitere Oftr Ooft~t 

tillanca aDd wu a naoae8&1'7 tirat atap ot the Jaw Dae.l. 
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J,, Except for tllghte of 1•ci.Dat10D indulsed l.n tor reader 

intereet, the acoount ot .., sold opWoo and Oorcor.n•e re­

turnins to R.F. C. (whose pq roll he was t ben on) 1e ~ 

stant1alq accurate. 

5. The reference to the TrMeury'e pert in dratt1ns the Stoek 

Exchnnge Bill u;r be an indirect reference to the work which 

Eddie Greenbe.uc and I did, 111\dn tbe general direction ot 
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TOll Slllith, largeq in cooperat1ns with tbe Federal Reaene Boe%'11 

in workins out tbe pert ot the coatrol which tbe.t Boe%'11 wae 

to baTe, I recall nothtns to indicate that &JITOD8 in the 

Treaall%'7 ... s euaptetoue of Corcoran and Ooben 1s drattins work 

and ... s set to watch tbea. The whole discussion on our aide 

wu on intellectual probleas , and our arguaente thereon were 

wi tb. -bere of the Federal Resene Boe%'11 •a a ten. 

6, final reference to M in the tiret article i a in ita last 

paragraph, to the ettect that Corcoran relll&ined at dagger '• 

point with .. and tbe.t brai.n truete:ao oonttnued quarrellq 

qriq aliOl\11 ~elTea. True, Corcoran &Dd I neTer aaw 

each other, and that, I auppoae, waa well m01111. fbe euthorw 

~ know ot 1118et1ftlll at which MD quarreled ansril7 &11101111 

tbe.aeebea-I do not-but it ~ be because I rarelJ" aaw the 

III8D aoat trequant17 referred to in thaae articlee, wi tb the 

exception or Bob Jackeon, wbo -• on .., atatt. 

\ 

Regraded Uclassified



-3-

rK! !!OIIIT.ID rg m "'r"--m.r. rom or np 

De Second .lrtielt 

1. The atate.ent that the Treas\11'7 bad a bill aheoluteq 

destl'07in& holding companies b7 severe, intereorporate 

dividend taxes, drafted b7 Bob Jackeon, is false, 

2. Tbat tba Secretary, .Jackson aDd I were at the White Bouse 

in a struagle to get the President to ac~pt the utili t;r 

bill in preference to the one which Corcoran and Cohen had 

drafted , as far as I am concerned, is also false. It there 

ns such a conference at the White Bouse, I doubt 11' aJ11011e 

from the Treasur,r was present. 

) , It is stated that, toward llarch o! 19.36, Cohen, Lubin, 

Oliphant , Henderson aDd Curria, disturbed about the ecOilOIIIic 

future, began a series of meeti.ngs on price policies and 

Government spending. I attended no such meetings , tor.al or 

intor.al, 

4. At a later tille, when Jackson n a pl•nntng to ask Congress 

tor a redeion of the anti-trust lawo, I atteDded two <# 

three meetings at hie office, with llilton Handler ot Colwnbia 

Un1vere1 t;r, where anti-trust cases and legislation were dis­

cussed. 

~ . That I was call..S on, along with Lubin and Currie , tor 

useable atatiatica dUl'injf tbe 19.36 CQP&ip, ia pure 

invention. 
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6. It is steted that the lew DNJ.ere bad bean drawn tocetber 

b)' tbe Court tight, and at ita close he- the .. u­

defined group they are ~, 0011pb&nt at t he '!'reaa1117, 

Jackson at Jwstice , and Dougl.u at the SEC were all t.-

portant •••here * * *", fhia stata .... nt seeu to be too 

general to pendt a c.......,t, It apperen~ refers to nothinc 

that happened, but 1e •ere~ the authora' new of the general 

acene . 

7. flnt Henderson, Lubin and CUrrie, while worldng with lerri.aa 

through the GUIICI!er of 1937 on the bwsinus outlook, got 

advice Cro:11 ••• among otbers, and foX'IIIulated a peeailliatic 

fol-ecast, leaves me at a lose to know wbat 1e referred to. 

8. That tbere was •a council of war * * * celled in Bob Jackson' a 

handaoce office•, attended b)' Corcoran, Cohen, Ollpb&nt, 

Henderaon, and Lubin, where a plan •rru evolved to •Bljuae the 

depression on the 1110nopollea , and go attar thea" ia, fro• rq 

standpoint, pure iaginat101l. lty interest in l'aebington in 

tbe subject of •onopollea, and the heais for tbat i .ntereat, 

sterta wi tb 1934, and wbat tbat interest and basis are i a 

~ diacloaed in rq draft or the llonopo~ llessege, which .... 

rejected in i te entiret;r. lloreover, a later reference to 

IO'Selt in c011D8ct1on wi tb • the alxtiT taDiillea• apeecb&a proper~ 

reaches tb& point t artherest n<>rth in ~t1on. I , or 

course, bad nothing to do with the -ption or preparatioa 

or tboae apeecb&a. 
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m JI)!I!W! f!Ql m P 1-!IIIJ. rom or ym 

til tbird J.rticl• 

1. 'fbat the "IUIU.OnopolJ' c rusade" ne a • nanking aoy....,t• 

in the alleged struggle over balanci ng the bldget ie, I 

believe, a pure i nference and an erroneous oae , To strengthen 

and enforce the antiloooopo}J' lawe in order to secure a better 

price balance u between rew llllteriale aDd Mnutacture<l 

articles (speaking generally), and this in turn in order to 

secure increased coneumptioo, increased producUon and, hence, 

incl'83sed eaplo7Jient, CC!Iple:l<lnta, rather tm.n opposee, a 

budget-balancing prograa. It 1nvo1Toa neither pu.p pn..lng 

nor spending and, hence , cannot be, ae stated, 1ntel'-dependant 

'1'1 th a pending. 

2 . The iaplicaUon, under the subtitle •.t.tter The Battle•, tiBt 

I was a part of a group lighUng tor spending <rersua budget­

be.lane1.ng, 1s false , u 1a &lao t he statement that I helped 

mat ure the coup ot tiB "•ixtT taa111es• speeches. 

* * • • 
So much for the references in these three articles to IO'Balt • And 

now for t • o general obaena UOIUI. I bope these two wr1 tara will have an 

opport\llrl. cy to correct the gran r anlt or their third article, wid ala 

tailed to disclose that tile S.oratar7 of tbe Trau1117 wu not opposed to 

needed spending, but t~~erelJ' opposed to it unless it wu a part or a pro­

which prograa he !Jad. 

\ 
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Concerning all throe artJ.clee • and w1 th the exoept1oee a bon-noted, 

theY ore ruari:abl;r inaccurate aa to incidente, but, in 1f1 judpent, 

they are, in general, quite good froa the a tanclpoiDt or the inferences 

they draw as to the history of the development of thought on national 

probl ems i n 1\ashington, p&rti cularl;r in view of the iaperfect access to 

1nto~t1on which these articles disclose these authors to have bad • 

• 

Regraded Uclassified



226 
T REASURY DEPA RTM ENT 

IN',.-I:ft O P'YIC& C:ONMUNICATION 

DAT• JloT. 18, 19:58 

Secretary Marge thau 

Beman Oliphant 

The tourtb tllll aeetina or the Temporary National ¥conaa1c 

Camnittee we.a held toda;r 1n t he Senate \)tfice Bllildill6 at 2 o' clock 

and we.a 1n aassion tor samething leas than two boura. I attach a 

eopy Of the 11101110randum which '118.8 adopted t O gonrn the proceedings Of 

tbe publ1e hear1naa which are to begin Deoeaaber 1 . There will be a 

gene:rel atat•ent or the purpose ot the atud7 by the Cha1man, followed 

b:v a more detailed description or the atructure and t\mct1on1116 ot our 

modern, 1nduatr1al and coameroial organbat1ona. Then will oCilla o. 

general ato.t•ent on patents and the part they play in 1nduatrr and 

business organ124tiona, t o be followed by the public hearings on 

patents in relation to the glau induatrr. The Cooa1 ttee adopted, tor 

publication, a gene:rel resolution atating ita purpoea to approach the 

problem in an objectiTe and impartial manner. 

The haoutiTe Secretaey aDDOllDCed arrang•enta tor reporting 

the heari ngs I!.Dd tor ed1t1116 the otticial record chilli&•• t o anntuate, 

and the aeating than adjourne:d• 

Attoolaent 
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Slla& .. tiona w1 th R .. peot to Bee.riqa 

batore T-.porer,r llatioAal ZooDOaio 

ec..J.the uader Sect1oa ll (b) 

1. BMrings on Reporta 

It is the rtew ot the heauthe C<laittee that u a &«llr.l 

practice, it wlll not be neo••MrT or deairable to haTe public heou-

1nas on reports eu'tloi tted to the TIIQOro.ry National lcon..S.c c ..... 

mlttee b:y the Tarioua agencies and departments. Certainly as respects 

roporta baaed on material deduced at public hear1J161, a public heariq 

on such a report would be wholl7 UJIIleoeeMrT. AI reepeota natinloal 

and general acon..S.c reporta, the aeme concluaion •• ..., obTioua, '!'here 
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aey be, howner, _. t,-p .. ot reports on which there ahould be public \ 

haartqa. In caM ot that t,-pe ot report, it 18 recoaa.ended that the 

procedure tor pruentation ot the report at a public hearing be worked 

out cue b7 oeee, Hence - han no r acoaa.endatlona at thla tl..aa to 

r>ali:e b.,oud thoaa &boTe indicated, 

U. Bear11!&• on Innatipt1o11a 

It is our oonoluaion t hat haarlql baaed on data and aTidanoa, 

collootld u a reaul t ot inTaetlgationa and a .. IIDl>lld b:J tho Tarioua 

dopartmonta and ooaaal .. tona repreo•tld on the Coaaalttoa, he conducted 

in the tollowlng aanner: 

A. Theae heariqa w1ll be bator• the tu11 ec-1 "", or a aub~ tt .. , 

ao the oaaa ~ be, and ~ted b7 til• repreHiltatiTaa ot the dapart­

mant or ~eaton 'llbioh haa ooll4uotld tlt.a lnYaaUp.Uon. 
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s. 'l'he liat ot wine•••• w be oalled will be preperecl ud MlbmUed 

by the department or o~ .. ion wbioh has oonduoted the inT .. t1-

gat1on. 

c . Each wi tneaa will oppee.r UDder Mlbpo..,. ud teartity under oat h. 

D. In all ~1!!!!111netion ot witneuu, the rulee ot m denoe ahaU be 

obserTed but liberally construed, 

Jl. fl t neuea will not be allowed to .ubartitut e prepared atat-nta 

for uatilaon:y; nor will prepared atat-enta dealing with tecta be 

allowed t o be i ntroduced at the hearings except with the conaent 

of the depar1ment or OOS!l.asion JllllcUg the preeentatlon, unleaa 

t he Ccamittee 1n a particular instance otherwtae dlreote . 

F. At a later stage i n the hearings, opportunity wi.ll be afforded 

interacted persona to present to the Ccami ttee their Tlews aa to 

what eolutlon or eolutiona of particular prohl-. would be d.eall'­

able or naceaaa.r:y. The agenda tor presentation ot ouch suggeationa 

should be prepared in t he tirat inst ance by the reapecti n depart­

menta and ccamiuion a ud presented to t ha c-o.lttee for approTal 

betora such hearinga are beld. 
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TREASURY DEPARTMENT 229 

INTER OFI"'CE COMMUNIC ATIO N 

OAT& KoTember 18• 1938 

TO Secretary Worgenthau 

Yr. Lubin and Kr. ~ ~ 
Subject : Relationship between regular employment and WPA 

rolls 

We have investigated the relationship between changes in 

the level of regular employment and changes in the nWDber of 

~ersons on WPA rolls. The attached chart throws considerable 

light on the situation. (In the chart and in this memorandum, 

WPA eGPloyment includes persons certified as in need of relief 

who were employed on work- relief pro jects of other Federal 

e.gen cies. ) 

T:~ chart shows, by months beginning with January 1929, 

the total available labor supply, classified by regular employ- \ 

ment, emergency employment, and t he residual unemployment. The 

figures tor total labor supply and regular employment are esti­

mates taken from the National Industrial Conference Board 

Bulletin, and although subject to a wide degree of error are 

believed to be fairly indicative of the actual t aots. The con­

clusions whioh may be drawn from the chart may be sWDmarized 

as follows : 

1 . The total labor supply has increased by 6 
million uereons since the beginning of 1929 , or an 

average of about 600,000 persons a year. Thus, the 

number of persons employed on regular Jobs would 

have had to increase by aporox1mately 600,000 a year 

f or unemoloyment to be held to no increase. In 

other words, even if the high level of regular em­

ployment achieved in 1929 had been maintained, there 

would now be 6 million persons unemployed. 

2. Regular employment , which consists of pri­

vate employment plus non- emergency governmental 

emoloyment reached a poet- deuression high of 47.g 
millions i~ September 19}7. In September 19}Si the 

lat est month tor which the fi~es are availab e , 
6 

regular employment aggregated 44. 2 millions, or 3· 

millions lese than the peak in September 19}7• rPA 
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emoloyment in September 19)8 amounted to 3. 2 millions 

which means that regular emoloyment plus WPA employ­
ment totnled lese than regular employment alone a 
year T)reviously. 

In addition to the increase in unemployment ot 

) .6 millions brought about by t he decrease in regu­
lar employment during the year ended September 1938, 

the ap~rox1mately 600,000 increase in the available 
labor supply must be addedi making a total increase 
ln unemT)loyment ot 4.2 mil ions. Duri~ the same 
ncriod, WPA emplo~ent increased by 1 . 6 millions, 

or by 2. 6 millions lees than the t otal increase in 
unem~loyment . In other words, WPA r olls in September 

1938 would have had to have been increased from ).2 
millions to 5. 8 millions it unemp loyment not absorbed 

by WPA was to show no increase over September 1937. 

J . The fact t hat the total labor supply has not 

been fully absorbed by regular em~loyment plus emer­

gency ecployment in any month since WPA began o~era­
tions makes the conclusion inescapable that the size 

of WPA rolls i s determined largely by f actors other 

than the numerical amount or unemployment. The 

probability is that the amount ot funds available 
for exoenditure has been t he most i mportant element 
in determining the size ot WPA rolls. 

Attachment 
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TREASURY DEPARTMENT 
flAk 232 

INTER OFFICE COMMUNICATION 

DATW Novombftr 18, 19Z8 

TO 
Secretary~nthau 

Kr. Haa~ I' ROM 

SubJect: Charta Ka1nt&1ned by the First Boston Corporation 

In accordance with your request, Kr. Murphy went to 

New York and l ooked over the charts on the 0over1111ent bond 

market, of which Colonel Pope of the First Boston Corporation 

spoke to you on hie recent visit to Washington. 

The 4oo or so charts making up the bulk of the whole 

number are •arbitrage • charta. Each shows the spread between 

two selected issues of United States securities , expressed in 

points and t hirty-eeoonde of pointe 1n the oase of spread• 

between bond 1eauea , and i n hundreds of a percent in yield ~n 

the case of comparisons between note issues. 

The charta are brought up to date d&ily, and moat of them 

include back figures for a period of troa two t o three years, 

or t o the original issuance of the newer of the eecuritiea 

compared, whichever is earlier, the curves tor successive years 

being superimposed upon the saae grid. The comparisons between 

bond issues include Home Ownera• Loan Corporation and Federal 

Farm Mortgage Corporation, as well as Treaeurr bonds, every is­

sue being compared (one comparison to a chart) with every other 

issue reaeonabl)' Biailar t o it with respect to f i nal aaturity 

and optional call date. Oompart.one between notes extend ea 

tar as notes with a aaturit)' three years apart . 

The principle of the charta is not new, and the extraor­

dinarily large number of them in the present case is accounted 

tor ohien:r b:r the length to which the coapartaone are carried 

-- i . e., the toleration of dieeiailaritiee 1n t he aaturitiea 

and optional call periods of the securities compared. There 

is, of course, no obJective rule by which it aay be determined 

how IIUoh d1eeia1lari t:r renders a given ooaparlBon of no value, 

and 14r. Laneton ot Firat Boston told Kr. Je.l~ that the coii­

Parieone between notes with wide epreade of :rteld and aatur1t)' 

are used pr1nc11)811)' aa aeaeurea of the d1apereion of :rielde 

between long ana abort aatur1t 1ee of notes, rather than as the 

baste for actual arb1tragea. 
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'!'he principal problem arUing in oonneot1on w1 th the use 
of suoh oharte is to determine whether the ohangee in 1preade 
which they ehow retleot real alterationa in the relatiYe 
values of the eeouri tiel being oo~~pared, or whether the;r are 
mere temporary deYiationa and eo IUitable aa ba•e• for 
•arbitrage• operationa. !be correctness of deoiaions on this 
point will generall;r mean the difference between profit and 
lose, and depends principally upon Judgment wh1oh it il Yery 
dlff1oul t to reduce to a mechanical bade. The First Beeton 
people have tried, ae tar as poeeible, however, to take ao­
oount meohan1oall;r ot all ot the taotore whiob oan be meohan­
icall;r allowed tor -- notably the proJection ot t he probable 
future selling prices at the various ieeuoe of Treaa1.1r1 bonds 
upon the supposition that the present relationship between the 
maturities and yields ot suoh securities will be maintained or 
will shift in an assumed manner. 

The poaition ot oaoh ieeue ot Treasury bonds relative to 
every other oomparablo iaaue is ahown on a mas ter ohart on the 
wall , available tor read;r reference in giving telephone ooun-
eel to clients. Th1a position 1a determined upon the bade \ 
of (1) changes in spreads between different Traaeur;r bond ie-
9ues, ae ahown by tho •arbitrage• charta, (2) quasi- mechanical 
proJections ot probable future ohangee in these spreads, based 
upon diftorenoee in coupon and ~~~aturi t;r ot the securities coat­
pared, and (3) arbitrary adJustment• based upon Judgllonts with 
respect to trends or with respect to dstin1te tuture &Tents, 
suoh as anticipated 'l'reasur;r financing. (It i• of 1nter81t to 
note in passing that the principal element ot Judgment now 
entering these compariaons is Firat Beaton's expectation ot a 
long- term issue in December,) 

The chart set-up ot the Jiret Boston Corporation is , ot 
oouree, eapeoiall;r designed tor t he oharacter ot their own 
business, and is ot value prinoipall;r to persons engaged in 
short- term trading in and out of the Ooveruent bond urltet, 

Fina1l;r, it ma;r be of interest to reoount two pointe wh1oh 
Oolonel Pope emphasized to )(r, J6.U'Ph7 in the course of his 
Visit, 

riret, Colonel Pope belieYes that the ouetom ot granting 
full preferential allotment for new ieeuea to holders ot 
maturing Treaeur;r obligations baa proved Yer;r unfortunate and 
ought to be abandoned as eoon aa pouible. In th1e connection, 
he suggested that the seoretar;r etate pub11ol;r that from one 
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rear athr the 4a11o o: h1o ,.,n"'ln•a11 noh ello'-nk wal4 
be udl on a traoUoaal llulo olll:r, eo 4epr1't'llll -11uol .. 
11our1 1:111 of ••11 Of their 1 rll!ll1111 o !1M oao-;roar la1101'ftl 
would gl n poroou wbo hK pat• nbo11aatlal pi'OIIllml 1lo oooue 
•uoh r!ghte a ohalloo to p11 ou11 frea Wl4or. 

234 

Seoolld, Oolonol Pope folt that the OoTo-at olllllt to &» 
eoaet:hlng to 1norouo 1lhe u11 aazos;1u of lon-n11 eooa.r111:r 
dealere, whloh ho otato4 WON now too low tor tho &004 of tho 
aarket. Ro 414 not thllllt that tho 'l'l'Odv;r 001114 or oholll4 &» 
IIUOh about lt, ba11 thou&bt that 1lhe J'obftl lnOrYI l;rot• 
oould do quite a bit b;r uelng ito llltluonoo to f:' tU 4Ml.oro 
together. Bo IIU8Pito4 that 111 alpt bo Atflo .. , 1t 111111"0 
ooli.ld be aa4o . to pa:r lh1pp1ng abarie• bitt 11bat aJ.o 1101114 ...­
quire a 1 bulne-polll111 o:rotaa, 10 that the popoaphioal looa111on 
of the bu7er 1101114 bo a -uer of la41tfoNnoo to the olllor, 
whloh 11, of ooureo, neoe••ar:r tor the -.lato~~a~~oo of a uUoD­
wide one-prloo aarklt. 
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Subject: 

TREASURY DEPARTMENT 235 

INTER OFFICE COMMUNICATION 

DAn No..-ember 18, 19:58 

~ Seoretary~nthau 

Mr. Ha&~/1 

Report ot meeting on business outlook held Tuesday, 
November 15, 1938. 

Summary 

The six economists trom buainees and banking institutions 

who attended a meeting to discuss the business outlook at the 

invitation ot the Treasury were in accord on the prosoect f or 

further business gains during the remainder of 193S. · All but 

one expected a continuation of th1e improvement through the 

f irst half or 1939 · 

As t o the outlook after the middle or 1939 there wae a \ 

divergence or opinion, with three or the group favoring a con­

t inued i mprovement to an average or 110 tor the FRB index dur-

i ng t he second halt ot 1939 and 105-11~ during the tiret half 

of 19~0. The other three looked tor a more or lese pronounced 

setback duri ng 1939 or early 19~. due to (1) uncertainty over 

the ability or private bueineaa to carry the recovery torward 

when Government spending ie reduced; (2) unaatlataotory world 

conditione; (3) the ' poasibility that the etimulative etteote 

or Government eoendlng may be lese eTident in 1939 than expec-

ted; ( ~) ore-election uncertainties . 

In regard to the outlook t or oommodl ty prices, the group 

waa in accord in exoeoting little improvement through 1939 

and early 19~, largely because of the unsatietaotory situa­

tion with respect to agricultural prices and t he ballet that 

not much e:!)eoulative buying was likely. 

A summary ot the business expectations or the i ndividual 

members of the group, 1n t erms of average levels tor the FRB 

index or industrial oroduoti on , is g1Ten in the following 

table . · 
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A't'erage eeti.aatee o t J'IUI i.ndex 

r~n 1949 194§ . 
No't'. . Dec. firat:-econd 'iret 

belf belf helf 

Haese 102 102 110 114 

Robert. 102 104-5 105 110 112-13 

Hayford 97-S 100 91! 110 105-10 

Lichtenstein 91! 100 95 1!5 83 

crum A't', 91! 103 105 103 

Andrew Av. 100 105-10 11 11 
Approximate 

average 99 101 102 103 103 . . . 
!/ Expecte reoee~ion either in a~cond halt ot 1939 or !iret 

halt ot 1940, with &'t'erage tor tieoal 1940 around 95 to 105. 

Details or business outlook meeting 

A meeting was held in Room 296 ot the TreaaurJ Building 
on Tueed&)' , November 15, attended by the following: 

Ur. Walter Lichtenstein, Vice President, 
Firat National Bank o:r Chicago. 

Mr. Ragnar Naeee, Vioe President, 
Tr1-0ontinenta1 Corp. 

Mr. Sermour L. Andrew, Ob1et Statistician, 
American Telephone and Telegraph. 

Ur. F. Lallie Hqtord, l conoll.iet , 
General Motor• Corooration. 

Dr. w. L . arum, Professor ot Eoonoll.ioe, 
HarTard Uni't'ereitr. 

Mr. George B. Roberts, Vice President, 
National City Bank ot New York. 

The following were wrtted but unable to attend: 

Col . Leonard p, A1J'88 , Vioe President, 
Ole't'eland Trust Co. 

Mr. Lionel !die, 20 lxohange Place, New York CitJ. 

Attending trom the TreaaurJ were Keure. lh1te, Seltur, 

0 ' Donnell , Daggi t and Baa• • 
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The comments ot the individual economists are given below 
1n condensed torm, in the order in which they were presented. 

:;r . Neese: 

The situat ion continues very tavorable tor business. so 
rar the upturn has been due largely to consumer goode produc­
tion catching up with the higher rate ot consumption. Th1a has 
brought them approximately to the current level ot ooneumotion. 
So far caoital goods have shown relatively modest imorovement 
but the r e· are signs that capital goode are beginning-to improve, 
and i t seems that they will later give busineu an additional 
11ft which i s very neceesary to carry improvement further. 
There are no serious maladjustments in eight that might indicate 
that i mprovement would die out and be followed by decline . 

I expect that business in 1939 will be better than in 
1938 and that the i mprovement will continue to 1940. Certain 
capi tal goode industries which did not i mprove in the last 
recovery will show substantial i mprovement i n this recovery. 
Const ruction and utilities are t he outstanding ones in this 
cat egory . Business will be helped to some extent by armament . 
Shl~bul1ding is already at a high level. 

The to reign ei tuation continuee a very disturbing element 
but I do not t hink it will be sutticient to orevent a further 
recovery. Farm income ie lagging but should- be higher next year. 

r.:y estimate or the average FRB index tor 1938 is 85. I 
expect December to average 102, making the average tor the second 
six months of the year about 93· For 1939 a figure of around 
102 to 103 tor the first six months and 110 tor the second six 
oonthe seems probable, making an average tor the year ot about 
106. A rough guess would suggest an average of about 114 tor 
the first six months ot 1940. 

In l ater comments Mr. Naeee mentioned .that he expect ed 
very l it t le rise in prices with the BLS index averaging perhaps 
82 i n 1939 . While he eXI)soted a considerable turther rise in 
prices ot industrial products , mentioning rubber and copper in 
Parti cular, he thought this would be counteracted by continued 
weakness in agricultural orices. He could see no material 
decline in business unless it were preceded by first, an1ao~umu­
lation of inventories, or second, a high and rising lave o 
oepital goode production. 
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ur. Roberta: 

102 , 
1939 

I estimate the Federal Reserve index tor November at 
tor December at lo4 to 105,and tor the tirat halt ot 
I expeot a aidewiae movement averaging about 105. 

238 

Arter December or this ;rear, there may be some din due 
to high motor oar production in the last quarter and perhaps 
some moderate inventory accumulation. In the past, whenever 
a strong upward movement or eix months or more hae occurred, 
some minor correction hae practically alwa;re followed . I am 
not sure how rapidly epeoiticat ione against Government con­
t racts may come through. In regard to inventory accumulation, 
the situation may be euoh that businessmen will be aatietied 
to carry inventories r at her than to liquidate them as they 
di d in 1937 and 1938. 

Beyond the tiret halt ot 1939 I am reluctant to tore­
cast. !luch will depend on the rate or Oovemment expendituree. 
It t hese are tapered ott, it may leave a large gap tor pr1 vate 
expenditures to till . Tentatively I might torecaet an index 
ot around 110 tor the second halt ot 1939· For the tirat halt 
ot 194o we might as well assume that the recovery will continue, 
making a higher index, though it ie only under pressure that 
I would attempt to gueea what the index would be. Perhape 112 
to 113 would be my beat guess. 

I rather expeot that commodity prices will not move up. 
There will not be so much inflat i on psychology einoe eo many 
people were hurt on i nflation buying in 1937· Forward buying 
will , theretor•t•, not follow the business improvement very 
rapidly though I expect some torll'ard b1.1ying to follow the 
recent el ections . The pressure or low agricultural prices will 
operate agai net any material rise in the general index. Stock 
prices will riee rapidly in the tiret halt ot 1939 under the 
influence or i ncreasing corporate profits and low i nterest rate. 

Mr. Roberta later added that it business turns down in 
the second halt or 1939 it will not be due to speculative acou­
mulaticn but to a decline in Oovemment expenditures and failure 
ot private expenditures to take up the alack. 

l.!r. Hayford: 

I am somewhat lee• optimistic than the others on the out­
look tor November and December. I look tor a Nove~e~o~ndex 
around 97 or 98 with Deoaber about 100. The eeoo 
1938 should, therefore, average around 92 to 93· 

' 
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ur. Andrew: 

I look tor the FBB index to average 100 during November 
and December and 105 to 110 during the first halt ot 1939. I 
am taking into aooount a somewhat better psychology a111ong t he 
business f raternit y and a consequent tendency to make longer 
commitments . I have a vague f ear, however, that this increased 
optimism ma,y die out. At any rate, it ought to show up more 
strongly in the first part of 1939 than later. It is possible 
that too much has been expected of Government expenditures in 
stimulating business during 1939· The stimulating effect ma,y 
have been anticipated in the present business upturn. 

I expect a dip of measurable proportions during the 12-
month period after the first halt ot 1939, which may extend 
to 15 to 20 points in the FBB index. I a111 not sure whether 
this dip is likely to come 1n the second half of 1939 or the 
t1ret half of 194o, which would make a decided difference in 
the yearly averages. I should put the average tor the fiscal 
year 19~0 at between 95 and 105. 
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~ third consideration ie the election results. Follow­
ing the reoent elections eoma business improvement may oome 
8 bout through increased forward buying and planning by those 
who, right l y or wrongly, teel that the outlook tor orotitable 
employment ot private capital had been improved by i he con­
servative el ection trend. We are, therefore, tacing a new 
si t uati on with respect to buaineee polioy in which a larger 
number ot businessmen will be willing to make a l a rger number 
of long-time commitments, thus indicating a substantial 
r evival in business initiative. Even it government e~endi­
tur es should taper ott , the revival in private e~endituree 
by that time may be euttioient to otteet government contrac­
tion. The early halt ot l 94o will be afteoted by uncertainty 
end hesitation previous to the l 94o political struggle. 

A striking teature ot the present situ~tion is a strong 
revival in residential building. We may at last be embarked 
upon t he long-upeoted e~aneion ot building activity, 
especially it we oan dodge an increase in material prices and 
labor coste. 

I expeot the FRB index during November and December to 
everege 98, giving an average ot 92 tor the s eoond halt ot 
1938. The tirst halt ot 1939 may be around 103 and the eeoond 
hal t around 105 . The elownes e ot the new agrioul tural program 
1n getting under way ie a taotor in my expectat i on ot a level­
ling out tendency during 1939. For the tiret halt ot l 94o I 
would guess about 103. 

As to commodity prioes, I expect a very slight increase 
1n the whole ot 1939 with the BLB price average tor the year 
about 81. I look tor eome turther increase, perhaps l to 2 
pointe, during the tiret halt ot l 94o. 

~. Crum added in later discussion that if we cannot 
ent1c1oat e some epeoitio reason tor a decided elump, there ie 
no reason tor deoarting trom the flat trend shown by the 
composite estimaie of the group, whioh holds approximately to 
103 tor an 18-month period. He would pot be eurpriaed 1t the 
actual trend follows very oloeely this oompoeite pattteinrn. 
There is no real reason, in hie opinion, tor antioipa g a 
continuation ot the saw- toothed movements which havs 0~ 
acterized business activity during the recovery einoe 93 • 
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I expect some recession arter the end of th1s year and 
would put the first halr or 1939 at about 95. This recession 
maY begin about in Way, bringing the average ror the second 
half ot t hs year to about 85. I aee no hope ot the world 
si tuation getting better, and tendencies in the Far Eaet and 
Central Europe toward cutting ott our roreign trade will 
ooerat e against business in this country. For the rirst halt 
ot 194o I look tor an average FRB index or around 83. 

In regard to prices, I do not expect much movement. In 
the first halt ot 1939, the BLB price index may average around 
61, and during the second halt around 83. I do not expect any 

real infla tion, but th1nk that the general price tendency will 
be in that direction rather than in the other direction. The 
agricultural price situation does not appear very hopeful 
ei t her in t he short- or long-time outlook. Th1s is one reason 
tor my rela tively moderate expectation t or prices. 

Llr. Crum: 

!.!any people believe that the bulk of business i mprovement 
has r esulted rrom the spending and le.nd1ng program, and the.t 
curtailment ot government spending would have an unfavorable 
r eaction on business. For this reason I have given some 
t hought t o the outlook tor government spending during the next 

year or more. 

I t seems we are raced with the prospect of a postponement 
ot act ion l ooking toward a real solution ot our agricultural 
difficultie s , and t hat Dressure will result more and more i n 
oublic exoend1tures of t he "hand out• type. The i nevitable 
conaequenoe ot pressure on the Treasury seems likely to be 
i r resistibl e, resulting in a change in t he structure of Federal 
exoendi turee in two i!Dl)Ortant respects: first, an increase in 
the hand out to agricuiture; second, a diversion of part or 
relief exoendi tures toward rinanoing the a.rmament program. The 
or eesure to reduce relief exoenditures is likely to be offset, 
or more than offset, by these tendencies. Therefore, I look 
t or no reduction in government expenditures in 1939, with 

their consequences to business. 

A second consideration in the business outlook is the 
f act t hat the WOrld sl tuat1on haS a bearing, not Onl:Y Oae the I 
orioe level but also on our own productive aotivit:y . rmaDY • 

recent aoti~n must result inevitabl:y 1n ~eti:~uf!i~~l~fb~r~hat 
oaredness programs in other countries. e r 
certain commodities wlll reneot this both in pr10ilS and 1n 

production. 
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In getting up to a lev~! ot 95 in October, the rise in 
production has been principally in steel and automobiles. 
The present indications are that steel production is outrunning 
consumption. With steel and automobile production at high 
levels, I oan see little further improvement i .n the tirat 
ouarter of 1939· Steel production seems likely to show lese 
than a seasonal rise and automobile production no more than 
seasonal. Textile production is not likely to advance much 
above present levels. Theee are the largest components in the 
FRB i ndex. 

Some recession early in 1939 seems likely, with a probable 
resWIIJ)t i on ot the rise 1n the second quarter and through the 
balance of the year. I should put the average tor the first 
half of 1939 at 98 and tor the second ~t at 110, making the 
year's average around 104 to 105. 

Business during the first halt ot 194o will be somewhat 
under pressure because of the approaching elections, but I do 
not expect the pressure to be great enough to resul t in 81\7 

substantial decline and would, therefore, put the first half ot 
194o at an average of 105 to 110. 

In regard to prices, I doubt the probabil ity of an early 
rise and would put the average ot the BLS price index tor the 
first half ot 1939 around 80; the second half slightly higher 
but not much. There is a possibility of a moderate further 
rise , oerhaps 2 to 3 pointe, in the first half of 194Q. Until 
t he oroduotion index gets higher t han here pi ctured (above 110) 
or uniese it rises rapidly, I see not much likelihood of a 
st rong upward prioe movement. There will be much reluctance 
to accumulate inventories and much skepticism about rising 
prices. 

~r. Hayford later mentioned that he eXPects automobile 
sales during the 1939 model year to total about 3i to 3t mill ion 
units, including both oars and trucks and both domestic and 
foreign sales. 

Ur. Lichtenstein: 

I lay perhaos more stress on the world situation and o~ 
t he orobab1lity of more labor troubles. Alec w;:h oon~1n:e 
low interest rates , I am not confident you can veo!re~~l 
going beyond certain lengths. At leas~ ;~sl~: :~ran ~ 
never occurred in the past. For Novem e 
i ndex around 98 and tor December around 100. 
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TREASURY DEPARTMENT 
~43 

• 
INTER OFI'lCW: COMMUNICA110N 

DATa November 18, 1938. 

TO Secretary Morgenthau 

Ur.~ 

At the last meeting o:r the Fiscal Committee on the 

Bud£et, held 1n your office on November 1~, 1938, you asked 

oe t o bring to your attention the attached two memoranda 

~hlch were prepared i n th1e Division: 

"E:rtect on National Income o:r Principal 
Budget Olaeeificatione• 

"Possibilities ot I ncreased Flexibility i n 
Expenditures and Receipte• 

\ 

Regraded Uclassified



Regraded Uclassified



• 
---L..~ ··------ ~ 

11-/'1- ) ~· 
~4 

111Vl61Re 
~,_ 

., ••er ~r • .._...,., 

tb1a .u1 uta 1 'IT -'" el,.,; lft .. r el 

••-'-1' trr 1 \\tlw a _..,nu .... w •w lou t1r J ... 

-'-1-ot' ..... ~a .............. ~-~ 

-" \til ......u. ... Ia ••"• wl\t ,., ... - ... rt_ 

\0 orMl\Oft ...... 1n \til Uclr\., •• ,., a.arllliMWIJ' \ 

t.. f4 U. ,..t'· peftllt., • P • •*4-' m • •~~Pr P1• 

of II' J .. l \ w \til ,.Uti' _.. t- tl \Ill• Uci~Uoa. 

--~,_. 

($i 'i'll..!) U \lor~u\.l}&u, Jr . 

Regraded Uclassified



Regraded Uclassified



Regraded Uclassified



Regraded Uclassified



Regraded Uclassified



Regraded Uclassified



Regraded Uclassified



Regraded Uclassified



Regraded Uclassified



Regraded Uclassified



Regraded Uclassified



Regraded Uclassified



DEDICATION, BUREAU OF EHGRAVING AID PRINTING 
Alf!IEX, Friday • Novelllber 18, 19J8 

HW, Jr ' s notes made while he was on the platform 
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DEDICATION CEREMO N IES 
TH E BUREAU OF ENGRAVING AND PRINTING 

ANNEX BUILDING 

·~· 

NOVEMBER I B. 1938 

10:00 A.M. 
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Remarks prepared !or delivery 

by KW ,Jr at dedicati on or Bureau or 
Engrav1ngandPrint1ng Annex, ll/18/38, 
but not use. Secretary epoko ex­
temporaneously. 

r 
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· Admiral Peoples , Director Hall, Ladies and Gentlemen: 

I am here today only to join with you in the 

pleasant and agreeable ceremony or dedicating this 

tine building to the uses ot the Government or the 

united States , which means - as I am always conscious 

that it means - - the people or the United States . 
\ 

It is an occasion that 1s unique tor me . 

I 
Admiral Peoples has told you that during the last tour 

years we have bu11 t tor the Federal Government some 

1200 buildings at a cost 1n the neighbOrhood or two 

hundred million dollars . The plans tor all these 

buildings have been made by or under the dir ection or 

the Procurement Div1s1on o! the Treasury Department 

and their construction haS been supervised at every 
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stage by this Department . 

Not only because o! my responsibility !or the 

whole program, but because o! a special interest in 

architecture and in building I have followed the 

. . 
whole building enterprise and the progress o! a great 

many individual buildingS with close attention. 

Admiral Peoples and ttr . Reynolds and Mr . Simon and " 

lLr. Barton have frequently brought me drawings and 

photographS , and even mod.els , whiCh I have round much 

more interesting than the statis tics and reports and 

memoranda that I have to study so much o! my time. 

I envy you who work with pencil and ruler over the 

drawing-bOards and you whO watch the pouring o! t he 

concrete and the laying o! the brick and tile as the 
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building rises to a completed structure . 

Next to being able actually to participate 

in their construction I should like to have been 

present at tl1e inspection and ded1cat1on o! all these 

tine structures . But before today I have never been 

present at a dedication and have laid but one corner-

stone , that o! one ot the buildings o! the new group 

ot the Institute o! Health o! the PubliC Health 

Service near Bethesda. That also , as you know, iS a 

Trea.sury building , and 1 t had an added importance to 

me because the research work in health problems to 

be carried on there means so much to human welfare 

in th1S country . 

I am happy to tal<e part in th1S dedication 

tor another reason, whiCh 1s that I am very proud or 
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the work we have done 1n the public building program. 

I ask you to inspect t h1S building as representative 

o! that work, considering its !itness !or the purposes 

tor which i t was designed . It is or course primarily 

an industrial buildi ng and in general plan and 

arrangement di!!ers very greatly trom such structures 

as large post ottices , court houses and ottice 

buildings . But I think you will tind in 1t the 

dignified character and runctional usefulness o! design 

and the integritY o! honest building which is 

characteristic o! all the buildings we have been 

erecti ng in recent years . 

These attributes or our new buildings reflect 

the very highest credit on all those who have been 

\ 
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connected w1 th our bU1ld1ng program. I want to pay 

espectal trtbute to Admiral Peoples , the Director or 

PrOcurement , to Mr. Reynolds, the Ass i stant Director 

in charge or the Public Buildings branch, to the 

Supervising Architect, Mr. Simon, to Mr . Barton, 

architectural adviser, and to all o! those 

drartsmen, architects , engineers , builders - -who 

are and have been associated with them. I can not 

name them all , because the list would be too long . 

I pay them tribute tor talented, able, industrious, 

intelligent and honest work and tor the very rtne 

.resultS that have been the t ruit O! their labors , 

results that r eflect credit on our oovernment and 

our people . I include in thiS commendation the 

\ 
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eminent architects who at my invitation and at 

considerable personal sacrifice 1n the public interest 

have served as an advisory committee on Federal 

architecture . I include also the other architects 

in private practice who have responded to our call 

for service and have cooperated with architects or 

the Procurement Division in the preparat ion of plans 

for public buildingS . I include also the contractors 

under whose direction the finished work was done and 

the competent Ameri can craftsmen who executed it. 

None of these men has been much concerned abOut 

building a monument to himself in any building which 

they have designed or helped to construct . TheY haVe 

been concerned 1n building structures that were ~n 

' 
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every wrzy sui table ror the purposes they were to 

serve and in getti ng a full dollar's worth ror 

266 

every dollar or the people ' s money they spent . Perhaps 

ror that very reason the buildings are monuments to 

all or them and to the ability or servants or the 

people to do a good job tor the people who employ them. 

In this building, ror instance , the pri me 

consideration has been to provide surroundings and 

facilities under which a very important branch or the 

Government' s activities can be carried on with the 

maximum o! convenience and comtort . I think the 

builders have succeeded well in attaining that 

objective . 

It is true, as Adndral Peoples haS said, that 

we have built onlY bUildings that were needed . A 

' 
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part o! my responsibility has been to have a voice 

in determining what buildings should be built and 

which should be built !1rst. Certainly th1 s building 

which we are dedicating today !ul!ills a real and 

urgent need. 

One o! the most signi!icant , probably the most 
\ 

stgni!icant, part at the program o! this Administration 

has been the steady and unremitting e!!ort to improve 

the conditions under which men work in our country . 

The President under Whom I am proud to serve has 

earned and has won the grat1 tude o! American workers 

o! thiS and !uture generations . 

It is h1a position, as 1t 1s mine, that i! we 

1n government are to be critical o! the cond1ttons 
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under which men and women work tn private industry -­

as we must be -- then we should look with at least 

as crt ttcal an eye on the conditions under \'Thich men 

and women work tor the Government or the United States . 

As Secretary or the Treasury I have round 1!\YSel! a 

very large employer o! labor . I shall have to confess 

that tn many places I have round conditions that 

distressed me -- conditions o! overv1ork, or work ln 

cramped space with inadequate lighting and inadequate 

ventilation . I couldn' t myself work under conditions 

l i ke that and I don' t l i ke to ask other people to do 

it. 

For that reason I haVe consider ed the provision 

o! decent and utting working surroundingS and working 

conditions tor TreasurY employees to be one or the 

\ 
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ttrst ot my respons1b111ties and one or the tirst 

or ~ey duties . 

Because the Bureau or Engraving and Printing 

269 

is a great ractory operation - just abOut the greatest 

such enterprise or this Government, I have been much 

interested in seeing just how it was operated and 

just What were the conditions under which its great 

bOdy or workers labored . Director Hall can tell you 

that he didn't always know in advance or ~ey visits . 

I round efficiency of operation and a most remarkable 

system of meticulous care tor the oovernment•s property. 

But I round also that there was much to be desired in 

improvement ot physical conditions , especially the 

need tor more room and better quarters tor the highly 

exacting work that has to be done here . 

\ 

Regraded Uclassified



270 

- 11 -

I very willingly and emphatically approved 

therefore the project o! building this new structure 

and have done everything I could to push it to 

r ealization. 

Now it !ills me With great satisfaction to see 

the building complete and already nearly !ullY occupied. 

I wish all o! those who are to work here joy in their 

surroundingS and the great satisfaction o! knowing 

that they are doing well an essential and important 

work !or their Government . 

Since we have paid tribute to the builders let 

me add a word o! tribUte to those who work in the 

Bureau o! Engraving and Printing o! the Treasury 

Department. 
It iS a tribute that should go not onlY 
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to Director Hall and his immediate assistants, but to 

all who work under them. 

We have an elaborate system here ror the 

protection o! the Government against theft and traud. 

But there is no system or checkS or accounting that 

can be devised that i s absolutely secure against 

dishonesty ; yet we have had no scandal here . There 

is security in having only honest and loyal workers who 

willingly cooperate in the operation or systems or 

pr otection that are a protection to them as well as to 

the Government . I pr aise all or them ror the loyalty 

and raithtulness and enthusiasm and scrupulous care 

with which they carry out their work. 

By authority or our Prest dent we dedtcate thi s 

building to the s ervice or the people or the United 
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states . In eo doing we honor its builders and we 

show our respect and appreciation !or the !ine and 

loyal service or the skilled workers who ar e to 

occupy it. 

--oOo--
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November 18, 1938 

res ent at Cabinet today t o This was handed to the p i d 

keep the President informed. 

Regraded Uclassified



THIIE WHITIIE HOUSE 
W,._ IR I ION 

. . ... 
NOV 19 1938 

B~RlAU OF THE BUOI.i 

U.l • 

...... ,~.. ""'* 

ld Ulll f/1 .. I '&1\. It 18 

Olet 1l ._, • B "'I ocll14 

M ~ ..& \ba\ M wUitl4 lw..,. 

to c" • wf.tllcM\ .uala a ~1'&.,_• 
Ia ........ \be .:1M)' ... , laa' 

waUl* aft-'· 

~.D. a. 

lu re llr. B .. 1 ls .:oouor - W UIO or il./16/)8 . 
rdtW'1l lr•" ..r. llop.t.! . .us' .LO t ter of lJ./l..0:/.38 
r-; 1\.lt'St.lrrc, t.nrl reloasa of u l .reserv.,s :sot. up 
·~blust 1\arus prov luao for toe O.p.t. Ullllur t.he 
-•rc.onC)' hellef Approprl .. t i on Act o! 1~)8 , 

Regraded Uclassified



275 

November 16, 1938 

JIDl(JRANDml FOR THE PRESIDENT: 

The attached letter tr""' llr. Hopkins requests the releae~ ot all reserves 

••t up against tllnda provided tor the Works Progreaa Acbinistration under the 

!llergancy Relief Appropriation Act ot 1938. 

The Treasury reports that obligations incurred by tha w. P. A., exclusive ot 

the N. Y.!., duri.ng October aggregated $202. 6 million. Ae a result, obligations 

tor the first tour 110ntha of the !heal ;rear have been f79S.3 .U Uon or at the 

rata of $198. 8 111llion per month. This leaves only $3S6. 9 million a~lable tor 

llove!llber, Dec:aaber and JanWil')' , o r $119. 6 adllion per 110nth, atter deducting the 

reserves, ot ,.,ich reserves or $209. 0 million you set aeida $17S.O llillion tor 

the 1110nth of Fabr~&ry or for an &lllergMc:y. Even 1t the ent ire unobligated balance 

ot $565.9 1111llion, 11hich incl udes all reserves, is distributed over the tour 

1110nths , November th rough FabrUir.y, obligations must be reduced so that they will 

not aver~a 1110re than $l..U. S laUlion ps r ..onth. 

ASs=ing that the present estimate o! li. P.A. obligations of $189.0 million 

tor November ia corHct, obligations by that Acbinistration will anra&a $19S. S 

ml.llion for the f i rst five 1110ntha of this !ileal ;rear. E'ven i1' you declare that 

an eaaergency exists and release all reserves !or obligation dnrini Dec811ber and 

Janua-y , it will be necessary to reduce the average rate ot obligation !or these 

two oontha to $1.8) . 4 1111llion, or by 9 . 4$ to make the funds last until February lat. 

IC, however, no elll8rgenay is declared and the t'lzlda are to carry the W. P. A. to 

l.!arch lat, it will be necessary to reduce the average mont hly rate or obligation 

to $129. 0 1111llion, or by 34.0 %, compared with the first five months, 

I am greatq disturbed by this and by the increase in the numbers being fur­

niS>ed employment . In tact, since you advised llr. Aubrey 18111••• early i .n October 

that you were unwilling to declare that an emergency exists, and that he should 

rearrange his prograa so as to ake the tunis last until llarch lat, there baa con­

tinued to be an increase in w. P.A. eploynoent. At that tiJile the latest report 

available 1Ddicated that •IIPlo,....t o! relief and non- relief personnel was 3, 136, ll6, 

and total emplo,yaent turn1shed by tunda appropriated to the w. P. A. was 3, 232,691. 

By October 29, 1938, the figures were 3, 244,7S2 and 3, 345, 2JS respect1nly, an in­

crease of 108 634 in the ease o! the W,P .A. projects and 117 , 6JS in total l!lploy­

a:ent , t ho latter including the SUpply Fund and Federal Agency projects. '!hie in­

crease in eapl~t will alee it di!ticult to keep obligations within the ll.mits 

established by Congress . 

Apparently there baa beeo no real ef!ort on tha put or the W.P.A. to hold 

obligations to tne amounts ahO'IIl on its apportionact sheets . Under date ot »ov•blr 

12, 1938, I received revised apportionaent sheets. Tbe tollowini table llbon, excla­

sive of reserves, the original apportionaent , the reviled apport1o-t ...,.S actual 

obligations ror the period ending October 31, 1938 as Hportec1 by the W.P~., wbicb 

ditters sligjlt~ tr<a the Trea51117 reports. 
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llonth 

July, 1938 
Augult 
Septeaber 
October 
November 
Oecellbar 
January , 19J9 
Febl'II&!T 

Total 

- 2 -

• l.56.?i 
1.56.7 
156.7 
149.J 
149.J 
149.J 
149. ) 

• 201.'1( 
2<ll.J 
190.0 
19.5.9 
189. 0 
116.8 

6. 7 

11,101.1.)1 

Oblliati 0!!1 

• 201·"" 
201.) 
190.0 
19.5. 9 
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The .fl)r&&'QUW ti&UJ"N are exclusive ot reaerv... The dl.tterence betw.en the 

origi n!U. and the revieed total ie dlle to releaees ot put ot t ill aounta resened 

and the tr&neter ot unobllpted balances oo June JO, 1938 to the new &Alropriation. 

It will be noted that actual obligation. tor the t1rat tour .,nthe were 1169.2 

aillion in excess ot the origin&l lpportiODMnt and onl;r $116.8 111llion 111.11 be 

avai lable tor Oecaaber 'll'ith practic.J.~ nothlrW tor JaoU&rJ. Unleu there ie a 

uterlal reduction 1n W. P.A. obl~atione s.-ediatel:r, it 111.11 be neceeaar:y to re­

lease all or the reiiiiU.ning reaerrea. 

I'Toa tille to tiM you ba'nt eDdea'YOZ"ed to r educe the per man-year cost ot proj­

ects. Cb June lJ, 19)8 the W. P.A. propoeed to lillit p~nta to per8:)NI Ctrtifiad 

aa in need to 1100 per aonth. In your letter d June 23, 1938, you atated that no 

per&<lNI paid traa r.cs.ral tlmda tor 1bt 2roeecution ot such projects should be paid 

at a rate 1n excess ot 11200 per year. This •ould han enabled parsons wbo loet 

t inle in one month to aake i t up in the next .,nth. Instead of sdheri~ to the tenu 

ot :roar letter or the spirit ot ite om latter or Jme 13, 1938, on JulJ' 11, 1938, 

the Adllinistfttion issued an order (No. 6.5) directing that •Persona certified u in 

need, including •project IUpervisoz:r e8ployees 1 , wbo are authorised to work on proj­

ect s at aonth~ earning• lhidure in exceae ot one hundred dollar• (1100) per .onth 

ehall haft their cert1t1cat1on ot need cancelled ancl shall be conaidered ae non­

certitied persona, provided that this requir_,t shall not be construed as pro­

bib!. ting oertltiecl workers tree receirtng aonthly earnings in exeeaa ot one hundred 

dollars (1100) per .anth when aaldng up lost time or in an •errency•. Under the 

adod.nia tntift order, therefore, th•e 1a in reallt:r 110 r eduction in operating 

costs ot the projecte, notw1thltanding your eviclent desires. 

I a attacbl.na tables to obOif obllBfotiOM incurred thro\lllh October bT the 

Works Progresa Aclm1ahtretion, the .National Xouth Adoainiatr&tion, Fara S.curit;T 

A<hiniatr.Uon ~to IU.co Reoonatrmtt. on Aclain1strst1on and P'ederal acenciee t o 

ll!d.c:h Alnda ba~ b- traneterrecl b7 the Worl<s Procre•• A.ainiatrstt.on. 

I eboulcl be clad to receift :rovr inlt.noti~ betare drattur a Np}T to 

llr. llcpki.na1 lett .. ot 11Qft8ber 12, 19)8. (I!Iened) D. W. BELL 

~loaure o 
Fift table•. 
Letter r._ llr. Hopld.oe, 

dated ll/12/38 

P'JB/ abp 11-16-38 

Ac:tl II& Director. 
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liOMS PROGRESS ADIIINISTRA TION 

The Preddent 
The 1'lh1 te Rouse 

~dear Mr. President: 

November 12, 1938 

It is appa.rent, as tha result ot the acciiiiiUlated 

need of unemployed workers durin& the ~r months the 

hurricane and fiood in lin Dljrland, 4Dd the e~~ergency si tua­

tion in the eotton-producine a reae of the South that all 

of the funds appropri ated to the liP A in the ERA' Act or 1938 

as well as aueh balances aa can be recovered fr0111 funds ' 

allocated to the WPA under ERA of 193.7, will be neceasa!'7 to 

earl'J' the program into hbnaary. 

Your letter of June 20th, 1938 established certain 

reserves aggregating $38:>, 000, 000. If tbia entire Blllount is 

withheld from the funds now available, we will not have 

adequate cash to operate the program through the month ot 

December. 

Accord111811, I reqoost that the unused tui>ds in 

these reserves be released and made available for current 

operations durin& December, January and February. 

To date, $LS,9SO,OOO have been allocated under 

the provision authorizing expendi tures tbr the relief of 

needy persons, and I request that the balance of t9,oso,ooo 

troa the $25,000,000 reserve for thill pu.rpose be released, 

together w1 th the $S , 000, 000 reserved tor water conservation 

projects and the $175,000,000 reserved for emergency situa­

tions or operations during febr tary . 

I do not believe that non-labor expenditures on 

WPA projects will exceed $7 .oc • 110rkar i .n •117 state under 

this act, and in any case, tbe $25, 000, 000 set aeide to cover 

excess non-labor costa in emergency situations is not necessary 

and can be released. 

I eataate that our acbiniatrative coats throu,b 

February will aggregate $52,000,000 rather than the $72,000,000 

reserYed tor thi s purpose, and I requ.eet that the balance of 

this reserve be released tor project operatione. 

, 

SincerelY ye>IIJ'8, 

llarl'J' L. J!opldna 

Acilinie trator 

277 

Regraded Uclassified



TREASURY DEPARTMENT 

PROcUREMENT DIVISION 

WASHINGTON .. Taber l8, 1938 

C • 0 I llaboDeJ I Ch&irMn 

H. 1t1111 
!. Borah. (a.beent) 

Couc:re•- B. 1. Reece 

Co~~&reuaan I. c. Iieber 

Co~~&re88MD •• • • su-ra 

/Uttice 
Coaorce 
LAbor 
Federal trade 

Co.aiuion 
treaSUI7 R 
SEC 

TlmrMn • • Anlol4 

R. C. Pattv11011 (abllent) 

I . LulW> 

I. L. Darla 
H. Olipb&Dt aDd C. 1 . Peoplea 

•. o. n....,, .. aDd 1 • •• hank 

hecutbe Secretory - Leon Renderaon 

ljptH ot lnttgg ot October 1,. 1938 

!be ainutee ot the prniou tull c:....ittea -tillg held on Oetobllr 151 1938 were 

subject to euch oaheiona therein tllat erJ;T -ber ~ tind. 

••porta 

!be report ot the Jneutin eo-ittae -tillg held on .,YMber 1.6 w.a a pprc>ftd 
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adopted with certain aodit1eat1ona. !'bia report bu to do with &~&Ueationa with 

to the ~· to be tollowad at bMrin&• betore the T•por&r)' •uoll&l. 

C01111ittee Wldar Saotion 3 (b). Th1a •eet1on COYere reports , and the pruentetion 

h'ic!OD<'" in the &1!!1a1MtiOil ot wita.Ue8 b7 the d8parta.lte repr-ted oD the ~ 

the Co.aittaa will. 'bec1n toraal U&rinae eo_,iDC Dec•bu 1, the .. __ t 

'"'~L1llllu • etet.ent to tM atteet tllat the beu1np will be tborouah, &Del tora ..., 

'""''JU<tle'ed point ot n.w. fbNe F"•tationa are propo...S to eonr the tiret bMrin&•• 

(a) .l picture ot our --u. qat&aJ ite etnactur.J and the nature ot the probl­

with which tM ~ttaa ~ !aan to ~. 

(b) A preaantetion br. J'Ut1ce, ot tM petat aitaation with particalar reterace 

to the auto.obll.e 1JMIII8tz7 • 
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(c) J. preaeotatioo, b7 Jlaltice, ot the patent situation rit.b particular 

reference t.o t.be cl.ua 1llduatrJ. 

Otfisie} ltpprtipc 

! be CbairMA aDd tbe I:Dcuthe S.Cr.ta17 r.port.d tbet. att.er beTiDe ceonaaecl tbe 

lltuati<ot tbe D&rld La'ft8DC8 s.rrlee pr.entecl tbe 'beat. otter t or tbe ottieial r.port.!JI& 

each boariDC &Dd acreecl t.o tlu-Diab a DDII'be:r ot additiooal printed eop1ea , ritbout. eoet, 

be read7 oo tbe .oroioc ot the out aueeeecl1oc 417. 

Clvieal h lp 

Tbt r e waa ao .. diaCilleioD ae t.o t.be co..S.t.t.M ealtioc uae ot eert.aiD aplo:r••• aow 

wbo bed bMD co-t.ecl rit.b the ~ lllnet.iptioo, aDd t.be lbeeler Jla1lroe4 

l:~~~=t.i:. Tbe obJection wu raiaecl aa t.o aoae ot t.b- people r.ceirlDC t.be lowest 

'""'"·nv ..-age aa eollpal'ed rlt.b ot.bere at usual aTerage ntae. llr. Ollpbaot aucceetecl 

ratea 'be paid t.o tbe clerical peraoDDel, aDd t.be M t t.er waa lett io tbe hande 

~~~~~..., &Dd t.be lueutin Seeret&r7 t.o aM t.o it tbet t.be anne• ntaa 'be paid. 

' 
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11'0111 
'l'ol 

u ......... 1118 • 

.,._ ...... 
8eON\aJ7 Of tile ,.__,. 

1 . Ia •-claD• wltb your tubull\lou the tou .. s .... ._ 

00 U:..O <lllg1M lOA¥ ............ 1 flJbc l>Mh (~ U.. PB-1 \)'pe 

eo hUt "' tile II&U Alwotn• .U..Ofth Oorporo\lna) wUh aUaelle4 

cbvt oncl pbotos:rapllll are a~tta4. 

n..tre an \oa all' .tatloae 11Dcl two atr patftl .. , ... a-t. 

loo.wt oa tile alau'\. Bl ;sllt au eh\1ou ... la .-lMloa 

ad \wo air ah\1CJ1!8 Mft llou au\llorbM. rciP llftlo181l\ 

open\1 aat1 .... \lie p7eper o a 1uot ot CNI' clu\laa aoeb all> 

ato.U• del t he air po\Nl aetaollr .. n t '"' Capa .,.,,N.J., alloulcl 

'lie e quipped wh b two loac I'ILI\III pott"Ol ~lou •~1\a-le for 

C>ffal:ol'll lu41ap 1ft roueh Maa. !ll odd! Uoo to u,. abo.. t2 

plaoea tlien alloulcl lie four ap&N el "?!•eeo of \ ll11 t Jpe 

t'l&ft1allllcl to pr...,l de r.,.la_,.nh 1n er .. ah<>• ancl c1ur In« raJor 

Oftl'balll.a. 

'lh pi••• of t llh \Jpa as-a •• la o..Sao1• aacl opa rt~\lr~t~ 

a\ aY1atl• IIJlit.. - pl aaoa of tlllo \TJI8 111'1 IIOW ,_ciOJ' 

oaut!Nftt• ... wlU be .. 11.......,4 ofll'l Y 1a 1~0, s:akle'l • 

tohl ot 1.1. ftli'Mea aclcl1\loaal a! r plosaa1 ... requlrecl \o 

flU tile rw-• ... , q-a tift u. 1W .. dltloul alrplaoea 

or t hla \)'PO bno ...... l'tii\IW8ted In t bo Coaat CIIAJ"cl opproprl R-

\101111 o.thto\o far the tl sool )'Oar lMO. T'llo co.t of u. alr­

vl- of Uh \)'PO wUl bo a;prad.-'olJ' $1911,000 l noli.I41Dcl 

a U apana u4 o '!UlpMa\, or a total tar 1:1 plaMe or ~1, :1:1!) , 000 . 

'!'bh lol'l• la • .,u,..., .. I"J'OJl c\II"Nllt oonh oato bUt U 1a bo U t'Ncl 

\IIR\ tb1a --' W(lalcl 110 •terlall7 recluao4 on ft olngle or<ter 

ror a i\llai\UtJ of 15 alr,l..,.... 
1.oag .. ..,... patrol t lJliiS boah roquboo! "' t Le COu\ G\lard haft 

tho t oUowl .. ,...ror.anoo aharaotor1at1oa• 

Cruiainl ........ .. .. ... 01 ~ 

l'uJr...un upoocl ;... ••••••• l" .,. 

Cl'l;!u1'03 rup . .. .. • .1000 11\at.a\• allu 

(1000 not~~te a lloo tor pl- ,..,. 1a •moe ) 

LaD-tiDe epee• • • • • • • • • · • ...10 ...,. 

'fiaa ot takoorr (aola } 15 -0118 

o ... tal 1 .... .. . .. ....... Nal,..... 
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., 

ftl .. at~n., - ._.,I I uA e..--w ..... l.all7 
•o w1'~ ttw loa .. ,_,. .. , ~ l.IMlatil _. ....,tt• 
., -· 
Pl an .. .t '"• tne now b .,.rsu• Mw liMa ~ Sa 
\ M ot" - 1a :N ........ e l&)at u4 tel\ t ee\ 1a twl«<l' 
.mu • Clll :r .. .,.. •halo• · tueotta ll&w unaur -· 
•••••pUebet 1.a dell' .. eo,. .. 1a a lie~~' wllol. 0.. r epcr\ 
h ou fU• a.Mrl'bia& u ll _ .. ., ,_.., • - eq1.-
of oM of tllol .. pl .... hOII • ,..,..-t -· 
!'111• type of alrplaM bu fllllr t emnot rete4 to 11aw 1h 
8111wliUUr f or orr.-.. ....... wol'k. 

1. R • 1!AR301ll• 
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,_, 
'lo l 

11 .. ,...., 11111, 

0 ·Cut 
S.are\ary of tile '--7 

! . lJI ecoor<W\ce with your 1natr\ICU ou n11 foUewlllf! 4eta 

on t w:..Jl 111181• loU& ~ petrol tl71Dc boob ( at' u.o PB-1 \7Je 

•• built by tile Hall 4lul'llnUill A1rcron OorporaUo.a) •Ub attaohe4 

chsrt a 11:! ;>boto.v~ba are oullc.ltta 4. 

Tl>or.. ar. ten a lr n aUor.a ~4 \110 d't' patrol 4etaa~a\o 

load e d on tile ohert, 41$h1 air atationo ore in o...Uoel oll 

and two o1r otatJono bft,.. been authorized, ror effic ient 

opernt1ooo llllcl tl» groop•r c ne uot or G\U' cluU.,. 8aah dr 

atat1on on4 tba otr patrol 4enoh.r>t.t '-~ Ca]>l 1:117,"· 1 , , eboul4 

be aqu1"ped • 1tb ~""' loll<! ral\9) pnt rol plaou ou l hblo tor 

oftaboro lan41n8>1 1n r oiiC]I eaaa. Ill ~ddltloll to the abo,.. 22 

plaae a there ahoul4 be four apara .. ..... ......... e o ot t blo t ype 

fl>na1abo4 t o pr.,.,ide r~ao..,.nto 1 11 eraahoa end 4urlng r-.a j or 

Oftrbau.la. 

51:& pSsaa of thle t 7P1 are 11011 1n oowdu loo a n4 op.,.otin& 

a t II\ l aUoa unit e, Snan pl.,.,a of I hi• tne N'l no" under 

conalzmatioa u4 dll lla 4d1wre4 aorl y 1n 11140, aU:ills a 

total ot U, ftlrl .. a e441Uoaal a1rplftllu are requ1rod to 

till the re_a .. 4 '1*11• at 16, '1'100 a.44Ulonal alrpu~•• 

ot tbb tne ban "• raqla8ate4 in tile Coaot Ouarcl appropr 1a· 

U ou ant..aw for ,.,. tlsoal 7ear lMO. TM con or - e lr­

pl- of t~b tne •W 111 agprozi-'alr $1911,000 1nolu41D& 

aU opareo ae4 eq~lprwnt, or a total ror 1!1 planeo ot t2, !)35, 00C. 

ft.b prl• 1a eotS...h4 troll current oontreoh 'but U to boUnd 

thft' tllh -n ~4 111 •'-1'1&117 roduoe4 011 a ot~• order 

t or a ..-uutr ot 1!1 airplaM• • 

LaD& rtJ1118 petrol t lrlll« -to re c<u1recl 'b)' \ be COu\ Ouard han 

the toU011lac ,erto.-noe ebaraotorhUeer 

.. 
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..... 
···- fll -~~~ ' u•uwlc, 1-. 

,.... al,.. .. trdr .• ... •-'*•Ml ••• a'•''r 
t1 ...... 

0 tile ,... ........ ~ 1eflp. ef "! Ufh 

at -· 
P1-e fll tUe '"* - ta .,.nua lllllft Ma ._... la 

tile ... - ....... - •lP• ...... '"' .. lila'-' 
eu• • .. _ -....-. 'I'UMtf• lllllft .....u, .,_ 
... -.,11...,.. Ia al- _ ... Ia • 1~ ala&. o. ",_. 
s. • tua .._...,.., ..a _.._, 'll?llfllt • - ...... 

., - fll tPIHa ·1- ,... . ,...Pl -. 

nu ,,. ot ~ :.. ~ ....., .. n,..tH" •• th 

......... w., ,.. ., .... - ..n:. 
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P.ARAPIIRABJ: OJ 810'1'1018 'l'HRU .UD JOOR 
Jo. 1953 of JoY•ber 18, 1938, tro• Pub 

Pree1den• Lebr'llll g&Ye an a d4reu laet nipt, wbioh 

wae broa4o&••• in which he exceptional ly plea4 the oauee 

of the preaent OoYern.ent. .lnother ad4reu g1Yen by Rey­

naud annered oOIIplainh againet hie plen. Daladter alae 

broadcaet an ad4reu, etrongly affirming hie intention 

that the prop-u will be carried through deapite the 

tbreate of the oppoa1t1on • 

.A.ccording t o the preae Daladicr ea i d i n defending hie 

t ax ach•e: 1.6.11 recOYery plane applied or pzopoeell up t o 

the present baYe included tax meaeuree. .lnd even the 

partiaane of exchange control while presenting thie t o ua 

today as a llliraoulou.e eolution o.ll for taxes. 8hould 

I add further that t o offer exobange contr o l as a remed~ for 

tax ..,..don h a dupery aince the expatriated o.pUal would 

remain beyond ou borders•. 

JO~L orriOU L today announced reduction of intcreet 

on ordiaary eix monthe Treaaury bonde fro• 3 1/2 to 3 1/4 ~ 
and on ordinary 75 to 100 d&ye Treaeury bonda fr011 3 to 

(OIIieeion) 7/ 8 ~. Bubeorip•tone to ordinary three monthe 

'!reaaury bODda are euapendecl • 

.A.t f1Ye o ' olocl: thia nening I bad a ull: wi~ the 

Bank of rranoe. today waa a day of fairly Ught trad1DC 

both in P&ria and LCllldon, and on balance for ~· 4&1 the rre~~«* 
etabilhaUon fWid loet about l!OO ,000 pCIIIIIda• !ba outlook 

tor 
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-a-

for the IU1'kn h n1U ,...,ala, lle1ac rrualla4owM 

bJ J'reull pol1Uoal u4 l.Uer 'UOeria1au .. u4 ~ pro•l-

1a ~• 1Jl•uaat1onal f1e14. 

Lower quot&UOile for J'rnoll ret .. u4 .UZ••· 
DD IIIII&GJ:. 

WILIO •• 

CIH I 33J1l 
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1938 

p.&JU.PJ[RJ.U 8eot1 OD 3. llo . 1953 of lo.•ber 18/troa Parie 

J.. member Of the London office of Gua.ranty, Kr. Grant, 

said that the technique of Rern&u4'• plan waa appro·ud by 

t he Br i Uah. RoweYer, they remain to be conYinced t hat 

the French OoYemaent trill be etrooc enougll to carry t he 

program through ia the face of obataolee in the field of 

politic • and froa labor. Defiation auat be gone throuah 

in France, aaya Obadenet. He regrate that the election• 

put an end to the reco.ery trhich bad begun under L&Yal, 

and trh1ch brought about the profiigate yean of Premier 

BlUII and the Popular Front Go.ernaent. 

Reynaud ia mo..-iug in the proper 41recUon, aaya 

Loree. He doee not haYe any more confidence in refla­

tion for the rrenoh than for the Alaericane. Loree iB not 

aa pese1m1etio about the outlook f or aterliug aa ia· 

Grant. .locor41q to Grant the Brit1ah econoay 1a in auoh 

a state that u ia 1nerttable that there will be a lower 

pound>. !he ooc.-tion of the Anglo- J..aerican Trade 

Agreement hal pleaaed nerybody. Boweur, they raal1sa 

t hat the internal BituaUon in the United States must be 

1mproYed before the United Statal oao greatly increase 

ita puroh&eee abroad, and thereby a811et the recoYery of 

an 810!101 no. 

WIL801. 
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ne:a 

Secrctar:- of State , 

\lashin,:;ton. 

1331, iiovcmbcr 18, 7 p . rA, 

PLAIN 

r.ondon 

Dettd Jlovcmber 18 , 19:S8 

"1cc ' d 3 p . 101 , 

i C!t ':1~1~~,r..: FRO!! DTJTTEil'JO~~'l'"":. 

287 

I~) ~~ ~avy support for o~crling called for in the 

carl:; par:: or ~l.le weclt ia reflcetcd !n the Dank of En$land's 

rctm':'l wh1c"l showed a contract~ on in bankers 1 dtposi ts of 

~20 nlllion nn~ nn expansion i n p~bl1c dr.,~sits of ~19 

million. ;ith a war loan dividend ~aymcnt in the offins 

nrrl ttt increase in public dcpooita due in part to the 

uneven ~ci(.cncc of ~casury bill oaturitics and repayments 

the Britioh authorities apparently took no steps to case 

the nl.t\\at:.on o.nd money has been conpnrativEly tight with 

the Treasury bill rate up today to 143 . lltl. as compared 

w1 th lOS . 6D. pcr cEnt l ast wcclc. A further return of ~4 
~illion of notcs from circulati on is also recorded in th£ 

baNt ·return ~ith th£ ResErVE at ovEr ~49 million. 

(2) ~n viEW of the recent influtnct on the cxc~~ngca 

of ru~ors resnrding an cxchancc claus£ in tht TradE Asrcc­

mcnt t~.E following coJJ11Dtnt fron todo.y ' s city column or 

th£ TT-·e:s on th£ cscapc claus E in of intErEs t: "What 
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REB 

1'\il:at rntc on£ mi...;ht as!!: is tl:.t )'&rd- stick for thla 

purpose? :.s it this WEEk's r ate of around 4 . 70 or dote 

288 

tht inEradicable memory of ~ .as atill stand for somct~ing? 

J:s a d.tprcoiation in the dollal' to 4 . 86 to b t regarded 

as s cr ~.O".oly as a depreciation in stErling to 4 , 54? 

Cbv:~.o\".sly tl~ ncc;otiators cot\l.d l111rdly havE had any pre­

cisEly fo!'ll'.'.lattd ideas on th£ r.:attEr . ThE sanctification 

of ~.rs ~·~ns lEss bri&Ct uitu ~~t paoeagc of time and if 

for [~:amplE t~ rate u trE to 'J£ :u:ld s t eady in thE vicinity 

of a rotmd fi3urt lilcE 4 . 70 fo~~ a period it might tmd to 

find ps :rc~wlo,JiOal acceptancE as th~ 1)asio ratE for p~U'-

poscs rf t~:c o.:;rtcmcnt •" 

A s ::.milcr c0l1ll:ltnt in E:!.nzi31s Lombard Street col\:tll\ 

in :J::·:.:·-.;:.J !TS'!S 1!18.1 also bt or interest : 

:;' .. til £ from th£ lt_,al point oS: vitn t;~c statt\S of t i!t 

pourlli rn!e5.ns unartEct t d by the ~-~r.c.c:'lt A:JrEtmtnt its f\t 

rac'co s tc'.;".3 uill intvita'bly ·.,: c.X'i'cctcd hol~tvtr in t ::.t 

dirEction of 3!'to.tcr sl;abilit?• :-cnctforth it is to bt 

prts~tc t~t sttrlins will b t o~ficially supported - - at 

s~E sac~i!ict if nttd 'bt -- in order to prevent a brtak­

dol1n of t:~t ':'t•adt A:JrtE:nEnt as 1:tll as thE Tripartitr: 

,., 1
11 

thuD an even s trongcr indu cement 
A5rt Et!En'~ • .hErE tl'>..an 
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3 ''133' ., L --.t -• .. •rom ondon, Nov. lB, ?p,m, 

than ~ctort t or thE cxcr~ng• cq~alieation account to check 

a decl inE in thE sterling- dollar rat£ , 

UEvtrt:~lES!I tbl: lEVEl at u~ch thE United Statts 

a~thoritiES txptct thE txcha~E equalisation account to 

n~intain sterling has not been dtttrmintd -- presumably 

bcca~::JE '.;:lt United StatEs aut~lorit its thEmsElvEs art not 

i n a position to forESEE t h E dq;rEE of dEprEciation ub.io!~ 

i s U .!rtly t o oauat ino-onvtnicnc£ t o Alntrican tradE, Much 

dt~cr-ds upon changes in thE rat ho bEtntEn thE Briti sh a~: 

Amtr i cc.l1 p:• i c£ levels , WhilE ~.n normal condi tions t !".c 

\"!as:.:ir~ton a·:thoritiEs probably c::pcct sterling to be 

n::. inte.inEc'. at a lEVEl not mucl~ btlow thE present onE 

289 

thq' uo· ~c'. ')::'ES\111111bly waivE their objection to a furthEr 

d E? rtciation 1.!' thErE u ErE a not:,.Er internat ional crisi s • . : 

(3) ~~:!!: EXOM!lJE ll'..S.rkEt \l:l.S r£l:ltivcly quiEt nith t:~ 

doH::r ory=:-...:~.; c.t ~ .71 offErEe". a:-tC. 3oing to ~ .71-1/2 , b~:t 

dro:;>pin: to -~ . 70 3/1 v1htn iit n :Cor:: opEnEd & seller. 

Bri tis r.. 
0

--.'; :lor i tiES intervene<'. ~- t t.. . 70 3/~ but Vlithtl.rE\"/ in 

the l:l.tE ::.ftt:rnoon aro thE r ete ''·•·coped to ~. 70 3/9. 

~:.:.£ 
:!:'ranc was steady all cia~· around 179 9/16 wit~ t he 

Ba~ of rr::.ncc o tllino sttrli~ at one timE at 179 . 56 and 

l c.ttr b\·.yin..; a t 178, 32 . 

:0: se.il tonight •. 
KENNEUY 

. 
l:PD 

\ 
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PAIW'BIU.U OJ' TZLIOIWl UOIIVZD 

FROM! !aer1ou llabaeey, Pule, J'ranoe 

D.t.TI: IOY•ber 18, 1938, 5 p.a. 

10.1 1953 

no• cooBR.U. 

Today a luncheon wae gha by the a.aer&l Kan&ger 

(Ardant) ILlld the ••n•ger (Chadenet ) ct societe aenerale 

tor Vice Pree14at Loree ot Jew York in charge ot the 

toreip btaineee ot GuariLllt:J 'l'ruat OoapiLlly. The luncheon 

wae attaded by the u.nagere ot Guaranty Trust in London 

and !azh, the Under GoYernor ot the Bank ot J'l'IL!loe, Bhot, 

and ayeelt. 

Ii wae the opi.llion ot the two priYate J'renoh bankere 

tbat the ReJ111Lud plan 1e i nte111gat and neoeaaary, and 

1t France ia to &Yoid a wor1e tate, euch a plan •uat be 

f ollowed. The Ballk ot France Under OoYernor recalled 

that tor eoae tiae a tter Poincare's retora measure• were 

introduced in 1938 they aet wi th oppo1ition. Biaot 

believe• that Dalad.ier will win oui OYer t he oppoeitioa 

arouaed by hie deoreee provided he will act u etrongly 

aa he hal indicated 11 hie intention in recent epeechee 

he hae ~~~~~ode. Bisot eaid tM.t be would rather ••• • 

elardeYelopaat ot confidence than a rapid dnelopaent 

wbioh would only be t.-porar:y. IIJ) UOTia. a.l. 

'IIJ.SOI. 

l.t.:Ln 
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pARAl'BIWII or TILIGRAK BIOKIVID 

rao'll: Alllerioan l'aba .. y. Rio 41 .Jueiro 

DATI: Jov•ber 19 , noon, 1938 

110 . : 366 

Referenoe my 361, Jloveaber 12 , 1 p.m. 

I am informed by the Director of lxobange that tbe 

Bank of Brazil will oloee exchange during the week of 

Hov-ber 31 for daily quot&a and maturitiee froa October 

9 to October 16, inclusive . 

P1eaae inform 0o111111erce. 

BOOT Till 
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W.O. 
Douglas: Good aomtns, Mr . Secretary . 

HKJr: How are fOUl 

D: Pine . 

WoTeaber lQ, 1Q38. 
11::50 a.•. 

HKJr: I Juet wanted to tell fOU pereonall1, that I 
appreciate the cooperation between SEC and the 
Treaaurr on th1e traneaaerioa. 

D: Well thank you Tery auoh. 

IIIIJr: And I ei6Ded the letter thie aorning. 

D: Fine. 
HliJr: And I aeant eTerythinS that I eaid here feeterday. 

292 

IIIIJr: And it there's any tiae there'• anything that fOU need 
in additional, oall ae personallY and fOu'll get it. 

D: 

RKJr: 

D: 

HUJr: 

D: 

HUJr: 

D: 

HKJr: 

D: 

HIIJr: 

D: 

Thank•. Thanke Tery very auoh. 

I'll bend the law tor fOU, beoauee I- thie ie what I 
call new deal poliof. 

'!hat'• r16)1t . 
And we'Te waited tiTe fear• too long to put th11 tallow 

out ot bueine••· 

That'• right. 
And I Juet want to let you mow a111thin6 that you want 
fOU oall ae pereonall1 and fOu'll get it . 

!hank fOU. Thank fOU ur. seoretarJ . We want to go to 

town on thie thinS· 
All r16)1t. Well, we'l l go together. 

swell. 

All r16)1t . 

Tbankl •err auoh. 
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TO 

I'MO M 

TREASURY DEPARTMENT 293 

INTER OFFICE COMMUNICATION 

DATE November 21, 1938. 

Secr e t ar y Uorgenthau 

Ur. Hag 
At t a ched i s a aemorPndum from Uiee Loni gsn . 
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To& 

J'rom: 

NoTember 19, 1938 

The Seoretarr 

ll1ee Lonigan 
e.~ 

lla7 I aak that rou ooneider the tollonng 
poei tion, in connection nth rour etud1 ot 
goTernaent epend1ng and ita relation to the 
bueineee orole: 

That goTernaent epend1ng ehould be 
!!2! tluotuat1ng, but oonetant, 
oTer the next tw~ reare . 

That the amount to be epent ehould 
be determined at the amount neo­
eeearr tor goTernmental operations, 
and that the ourTe ot expected 
epend1ng month by month be com­
puted and publiehed, and etrictlr 
adhered to . It poeeible an agree­
sent on the oouree ot epend1ng tor 
two tieoal rear• ehould be establiehed, 
and adhered to . 

294 
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!~Yeaber l Q, 1238 • 
.... :2:5 p.a. 

Operator: Go ahead. 

HMJr: 
Lou1e 
Johnson: 

Hl&Jr: 

J: 

KIIJr: 

J: 

HUJr: 

J : 

KliJr: 

J: 

HMJr: 

J : 

HliJr: 

J: 

KKJr: 

J: 

IDIJ'r: 

Hello. 

Hello . 

Hello. 

Good 110mtns llr. Secretary. 

How are you? 

F1ne. 

Good. 
I'• havlns th1e conference w1th theee aanufacturere 
J uat sot the last of the fourteen telegram• of 
acceptance a few a1nutea aao. 

Yae. 

At n1ne o'clock Wond&J morntns. 

Uh-huh. 
I w1eh 7ou'd ooae over and e1t 1n a wh1le even 1f you 
have to leave. 
I don't th1nlt I will. I've sot - ah- my own Job 1e 
aore than b1g enoush tor ae, and I appreciate JOur 
1nT1tat1on and al\ that, but you aee wbat you can do 

Well you eee, one reaaon I won't be here 111 the Prea1dent 
haan't "aa48 "th11 ch&n6e yet, howeYer he 8111 et1ll do 1t 
today, and there' e aore of the 1t1Dd of etuff I told JOU 
about the other nlSbt go1ns on. 

wU.h thea. 

Yn. 
.And 1f you haTe tr111d to let h1m mow - let h1a mow 
w1thout e&JlnS anJthtns agatnet the fellow oyer here, 
that th1e wae Prea1dent1al ttuff. Of courae well, I 

oan do tbat -aean But tranltl1 I/- I don't want to apread .,eelf aD1 
"thUlner than I aa, and I- I can 't- I Juet can't 

set around an1 aore. 
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I eee . I know that they're overworking you and you've 
got a lot or th1nge t.bat aren 1 t youre that you 'n got 
to keep a tlnger on, llr. S.orett.r)' , or they're going 
to go hi.Jw1re. 

Well now, there'• noth1ng that'• •ore important than to 
get the country the r1ght aeroplanu and get them 
promptl7, and after you've eeen theee tellowe -

I don't hear you. 

Mter you've eeen them and h-.4 a talk. 

Then I u,y oo11e over and talk wit.b you. 

Abeolutel7. 

Fine. 

Abeolutel7. 
And it you're with the Chief and can get him to move 
today on what he hae deo1ded to move on, 1t will 
certainly be a great help. 

Well I haven't had anything to do tor or against any 
Cabinet change. 

(laughter) 

No, I want you to tnow that . 

I get your point. 

And he hal -

And I thlnk 1t ' • ewell 
t I -"t you to mow t.bat he h&en' t 

Now wait a a1Du e, o ottered 1t becauee 
aelted ay dvice and I ih&!;.~u!d town and' I •ve retrained 
there'• a lot or ~~·i• Pe and he haen~t aeked it. 
troll orter1ng ., ~v 0 

I th1Dlt you're r16ht. 
hear one w&Y or t.be other, 

so no aatter what Y~ .. U.Ji about any Cabinet oh&06e• · 
he hal not aeked a7 -v 01 

I eee. 
ADd I h&VIIl' t offered 1 t • eo -
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Well, I asr'tt wit.h ~t. . 

•o, but. I want. t.o ..U 1t. plaiD btoauee 1neral people 
ll&n &eked •• t.o set. 1D other t.lwl t.he Pr1114ent. . 

•o, I would DeTer haTe 4oDe that. . 

•o , not. 70u, •ot. 70u. •ow wait. a a1Dut.e. 

I 41dD 1 t. aean that. aow. 

No, DO, 70u a1eun4eret.and •• Lou1•. 

Yel. 

Other people . 

Oh! 
Ra•• aelted ae t.o get 1D, who han other oand1dattl . 

I eee. 
Who han other oand1datn tor that . 

Yee. 

Now, I ha• • retu••4 thea. 

I eee . 

nat. • 1 what. I want t.o aake clear. 

I set. 7ou. 

H.IIJr: lee. 

HKJr: 

RKJr: 

RKJr: 

Thanlt 7ou •err auoh. 

I'•• retueed t.o get 1t. on e1tber 11de. 

Yel. Well I'll get. 1D touch w1tb 70U atter thl 

aut1D6· 
.... I 1t 7ou would oar• t.o ••• .. 

But atter t.he •••t1~ 84-to 11t. 40WD an4 get t.he beDtflt 
I'4 be aor• thaD P ea• 
ot what 7ou'•• beard. 

---"" 70U •erT ~. r1.De • ..-

reu•re "lo-' · 

0004"D7•· 
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TO: .t.aerloaa lllbaaey, Pari a, J'raaoe 

DlTJ:: l"•ber 19, 19:58, :S p.a. 

JO.: 8?0 
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Oochraa 1a requeeta4 by the secretary o! the 

Treaeury to ooae to Waebington tor a 1bort coneultation. 

Secretary Kor&antbau. euggeeh tbat be eail on ROY•b.r 26 

OD the 88 QUI:D IIUJtT • Tll.e Departact appron1 tble if 

HULL. 
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MoYember 19, 1938 

9 a. • · at the Secretary's ho~e. 

Pre ae:l t: 

Secret &1'"/ :lor3ent hau 
~r . Ohe:l. 
l&r. Chao 
Mr. Lochhead 
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ml,Jr: Good oorn1n!;, :Jr . Chen. Yot: :l.."e lo~1r<O 
.~~:t:er th'\11 when 1 last 8&" 7ou. 

~t. Che:~: Yea. Feeling better. l&r. Chao juat 
~rr1ved aet Tuesd81 and he'a Director or National Ra1l­
waya und~ ~nister or Communications. 

llll.Jr: He' 8 the D1r eotor? 

l&r. Chen: Yes. And he has been wonking on th1 a 

road for quite a while. 
llll.Jr: The reason that 1 asked you to come waa, 

in the firat place, for your own yery, Yery oonfidential 
information, 1 want you to know thet on Armtatice Day, 
NoYamber llth, at t wo o' olock, 1 gaYe the Preaident thoae 
papers , signed, with a recommendation tor the loan. So 
1 kept my end of the bargain. 

!lr· Chen: Yea. 
!lll. Jr: And the trouble ia not at the 1lh1 te Rouae, 

eo you oan guess where 1 am haYing trouble· 

!r· Ch§n: Yes. 
Hll .Jr: But you came in on the night or the lOth 

and at two o' clock on the llth 1 had signed them with *1 
recommendation that the loan be made, but we are haYing 
a little trouble somewhere elae. So 1 am doing all 1 

oan. 
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HM.Jr: But 1t1 a not aaay. 

Mr. Chen: Xes. I underst and. 

that t~,Jr: And, therefore, when I t old the Pr esident 
a gentl eman, Mr. Chao , waa here , be eaid ' Well ' 

I am so 1ntereated 1n t he Burma Road.' And the~, you ' 
see, he had aalted me how the trualte were oom1~ along. 
Th1a waa eeYeral weelte ago and I ea1d you were not buying 
any . 

a nd he 

Jlr, Chen: !ea. 

BK.Jr: Tbat you were poetponlng it. 

Kr. Chen~ Y ... 

BK,Jr: I understood now JOU wanted to buJ eoae 
seeaed muoh pleased. 

Mr. Chen: We were waiting f or Mr. Chao. 

HK.J r: I did not ltnow that. 
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Mr. Chen: To ooae to th1a country, beoauee all 
these act or truolr.a ie under h1a ~~&nageaent. And on the 
Butlll& road , he t old ae, requiree about 1200 truolr.e and 
we are going to proceed, with your aee1atance and Capt . 
Col line to help ue , to proceed right awaJ to aalt f or 
tender of 1000 truoka. We will epend 12,000,000 reoeipte 
of the sale of ailYer. We are going to spend that right 
aw&)' and it wil l equip the Buru road right away w1 t h 

1000 truoka. 
HK.Jr: Mr. Chen, where are you going to land 

those truoltal 
Jlr, Qhen: RangoOR• Go to Burll&• 

!lr• Chaos 87 ra11wa1 and bJ Mandala)'· 

BM.J r: But theY will be landed at • • ·• 

!lr. Qhao 1 At llangooa . 

p .Jrl W1ll theY go fro• New Yorlt1 
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Kr, Chlol Mew York or lan Fr.ncieco. 

r·J;: l Ills lo JOU Will all1p \bell trOll 
11 \her orlt or Ban Frano11oo to RangO<Il&nd then 
they will go up b7 r&1lwa7 to aur-&1 

Mr• Chen: Go to the border. 

We have b&d a very brief =emorandum prepared t or 
;you on the Buru road. 

HK.Jr: lall, that'• f ine. You aee, aD7\hing 
that l oan get 11 helpful to the Praaident, beoauee aome 
ot the people are asking 11ell , what's the use of lend­
ing the= th1a money? The;y oan' t get the oil out. 1 You 
see whatl .. an? 

Mr. Cht n: ~ea. 

HII,Jr: It he has this, H ahowa ;yea, theJ oan 
get the oil out and that's wh7 when I beard Mr. Chao wae 
here, l wanted to see h1= at onoe. 

llr. Chen: Yu. 

HII
1
Jr: lbo 11 Collina going to gin tbeaT 

llr Loohhee,4: Colllne ie in charge of the allto­
bile -- be1 a roing to take care of the= h111Belt. 

llr. 

IDI,Jrl le he co1ng to do it bia .. ltT 

u- L hh d v He wae over here yeeterda;y. 
-£• oo ea : ~ea. 

MoR&;ynolda brought hill over. 

g.Jrt Collins 1e coing to take oare ot itT 

.. _ ~-- LL- A Collin a will do it h1aeelf • 
!1£• ....,_opza,.: 

(JDl,Jr) Reading -P· 
All th11 oonetruot1on i~ llnder· JOilT 

'!hie 11 beiDC done b7 depart­
Kr• C~o: Ye•• •Rd we send engineer• to thea. 

ment of th& verJUient -
M1rht l a.elt' are you an eng1neerT 

JDl,Jtl 
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Kr• C~o: Iea. I studied in Cornell and wa1 
delegate toe 6th International Road Congreee in 
AUanUo CU:rs I kno. Mr. Thoma• llaoDonald oh1et 
of Roada, Yer:r well. Be' • friend of a1ne. ' 

HK.Jr: 'fell, you han been all onr th1e road 
yourself? HaYe :rou bee.n down :rouraelft 

Mr· ChfQI Mot b)' m:raelf, but all report• haYe 
been giYen to me on the road. 

BK.Jr: You baYe all the roade and all t he ea,in-
eere. l ndthe railroad• toot 

lilr. Chag: Railroade, that' a another department. 
I all in0bai'8e of Highw&Y Department, Bllreau of Kigt.a:r•· 

BK.Jr: I ue. 

Did you oome b)' airt 

Mr· Ch&ol Yea, by olipper. 

HK.Jr: llad :rou lett RenkkG!Ill before Hanltow tell' 

Kr• Ch&g: After that. 

BK.JJ:I But you were able to get down all r1ghtf 

•• 

!Ol.J J:I 
!!;· Ch&QI lo tar I bring you onl:r tbe up I han 

here. ban uYeral engineer mapa with me. iih;ant 
to ehow you th1•· Th1e one I worlted on laet n I • 

!Dl.Jr: The road ie through to Laehiot 

Mr· Ch&g: I••· It 11 paeaabl• · 

JDI.Jr: Then bow noh fartber u the road pau-

rroa there to there (po1nt1nc at •P> ablef 

llr· Chao: 
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ia railroad fro• Rallioell\ 

of auni~b~~~ go~~f~~~rn~~~yr~~,raieed the queat1on 

Mr. Chen: Jot yet. 
about u. 

Ha•eh1 t heard anything 

r·J'r: But th1e road will 'be froa S1akwan 
Rangocd 

Mr· 9hen: ~bat'• right. 

HM.J'r: A.nd bow aany a1lea h ut 

Rr, Ch&o: 1200 kilometer•• 

HM.Jr~ That ie et1ll opent 

Kr• Chen: Tbat ' e etill open. 

'100 aU••· 

KM_.tl: I eaw the frenoh Am'baeeador last nigh' 
and I e"iiif"l understand you are et11l hadlli oOllllleroial 
traffio and be ea1d, •on, yee. • 

Mr· Chen: For eXPort , no queetion. 

Mr• Chen: Co~~~~eroial, all right. 
TJ'Ilokl, I baYI 

JIII.J'r: For eXPQrt. 
llow about o0111nc in, iliJ)ortT 

doubt . 
Hll.J'r: But of oouree that road 11 a -rer1 eaall 

road anyway. 
Mr. Chao: One .. ter gauge. The oapaoitY tor 

freight oarry1ng ie onlY 140 ton• a day. 

!DI.J'r: t e e, it' • -reey aJaall, 

Now, tbil il the road to ~eaia that we haYI ne•er 

'been a'ble to find out about, bubT 
Mr• Loonhte4: Do you r ealiU that the dUtanoe 

'between thoae two 11 the ealll a• fro• New Yorlt to San 
Franoieoo, -.p to ~,u.t O.er :1,000 ail••· 

... J'r: Ie that eot 
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llr. Ltgbhe&d: Yea. 

IDl.Jr: low about in the winter that 

Kr• Cb&ol For winter tiaa, thia ia not Yary cood. 

IK.Jr: Will you haYs t o be uaing t hat thia w1ntert 

Mrfi&Ch!ol It depende. It it ia tro&en it'• all 
iny weather , eoma trouble beoauae ro~ bed ia 

ot sandy craYal. 

llll,Jr: I S8Se 

!lr. Ch&o: Yea. Sometimes atopa in heaV1 r a1na. 

IK.Jr: HaYa you a memorandua on thatt 

!lr. Ch&o: Yea, air. 

KK,J r: Well, now, you haY& 214 on that road, but 
on th1a road you haYS nothing; no truoket 

!lr. CS'o: Not, not the wbole Burma route. We han 
mora than iO on t hil eyetem, the Southweatern. 

KK.{r: Are all these diYiaione under yout Or 

somebody a ae. 
llr. CS*oo: We haYs aeparata organizations •nder the 

Minister of om.unioationl• 
JK,Jr: What you 111ght do, Mr. Chen, tor me 11, lion­

day, give .a an explanation of juet how th1• eyatem 1a eat \l•· Whose raepondbili ty? It you oould gin 118 a umo-

randum on that. 

Mr. Qhtn: Y••· 
IDl.Jr: I take it that the Minister of coamuni oa­

tiona ia on toP and .n<tar hi• are the different dapart•enta. 

la that r1ghtl 

Mr. Oha.OI Yea• 
HK.Jr: If that oould be eXJ)la1nsd in a memorandU· 

Who ia r81poneibla tor what· 
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:;:11~r=-· ...;C~h&~o: 'fhe organi ti for mostly r. i ta on we are reapone1ble 
e1ble. eng neer1ng work. I u entirely reepon-

HII.Jr: If I oould baTe that, I would l11te to 
haTe that. 

of surt!r~c!r.n: 'fh1e h map in Ch1neee ehow1ngprof1le 

IDI . Jr: 1\\o. vee' - - ...... . . 
llr. Chen: A. part of it . 
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llr. · Ch&o: . There are 16• big br1dgee 1n that aeotion. 

RII ,Jr: Couldn' t one of our engineer• copy that 1nto 
li:ngl1sh? 

llr. Chen: We can tranelate it. 

~,Jr: And giTe me a ooPY• I would like to have 
that if ould. You haTe people with you? 

Jlr, Chao: Yu. I have a man with me. 

!Ol~r: Now, llr. Chen, you ar-. go1ng ahead and b\17 
theee tru el You are going to uee thie new corporation 

for that or bow •••• 
llr. Ob!~l 'fhat'e what I want to talk with JOU and, 

&I I under atan 1t, all th1e pur obaae in th1a countr)' 
should be oentral1zed 1n th1a new corporation. That ' • 

m1 understanding. 

HK.Jr: Xea. 
llr Open: And I would Uke nrY auoh t o follow 

that pr ocidure beoauae probablJ 1n future t h1• queet1on 
of truolte there a1ght be 1111ch aore , and a leo eou aaob1nel')' 

f or the r e,.t• aht••· 
HII.Jr: Yee . 
11r Ope n: And also we want to make oontaot 

some teotftioal man t oo, probablY 1n the future, eo 
would-· good be,1nn1ng to start • •• 

with 
1t 

Regraded Uclassified



-8-

• 

HK.{r: I think 1t would be a good beg1nn1nr 
1f you say 1 Th1e 11 the oorporat1on wh1oh h 
do1nr bua1neee here. We haTe all tbeee trucks and 
we have 'bought this tbrourh the oorporat1on' and let 
1t •• known that that 1a the oentral. purchad ng ageno:r 
tor t he Chineaa GoTernaent. 

l!r. Chen: Xu. 

KM.Jr: 
corporation. 

That all purohaeee would go through that 
Ia that :rour 1deal 
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Mr. Chen: lea. What I would like t o get froa 
you ia name of s ome peraona eo that we oould ban a 
meeting. Then we can elect a general aanarer. I would 
like Tary much to have .American unager. lxper1enoed 
buaineaa man who understand• purohaaea ao that the 
Ohine ae aembera will halp him to make epeoificatione . 
We would like very muoh to have American ~~&nager head 
o f it eo that be can aee everything will be oarried out 

properly . 
Hll.Jr: I don ' t know whether they could do it, 

'but if they could get acme retired American naval of­
fi cer wno bad been in the purohae1ng department 1n the 
Nav:r and who ie r e tired and who bad eeen aerT1ca in 
China. Somebody like that , :rou aeel A retired naTal 

officer. 

Mr. Chen: Yea. 

!Dl,Jr : I mean retired, but who bad known the 
purohadng end -- or a retired Arm:r ott1cer who bad been 

in the puroha11ng. 

~ L hb
ead' Tha7 need a prett:r high caliber un , 

_. oc ___ • , b f ul lot of work· 
'but at t e aame time there won t a an aw 

HY Jr• Take a retired naTal oft1cera In th~ 
' • t him tor 1111oh leU aoney • w 

first place, theY can ge ebodY who haa aeen aerT1oe 
haa had thie experience; ~~~ t he purohaaing. Peoplaa 
in China, 'but who had 'been had been with h1a, 
would know some fr,.nd of bl.;h:~ don't want to pay a 
'but whO is ret~J'84 , behoaua~ouldn' t but theY oan ret 
Tar:r bir atl.q and t e:r • • 
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aa good a man fir as l • ttle money in that way. You 
know, he baa h1a penaion and i f rou giTe hia a lit~ 
more than hie pension you moat l 1kelr oould get h1m. 
You take a retir ed naTal off icer -- rou have h11 
h1atory for 30 years ; h11 record is all there; some­
body you would know all about . 

Mr. Oben: Yes . 
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HK.Jr: You would know all about h1m and 1 don ' t 
think &II10od7 would obJeot. I should th1nlt i f l'eoplu 
had eome friend wno 1a on the retired liat who could get 
a little more than hie pension to do t hia work. · 

!lr. Ch!n: 'fh1e new companr will be nr1 import­
ant to ua i n future aa work inoreaaes so would l1lte to 
haTe a good organization here so all purobasea would be 
centralized, 

HK,Jr: You will ask tor b1da on theae truokaT 

!lr. Chen: Yes. 
!lr. Chao: We will aend out apeoif1cat1ona and 

compare bide. 
!lr. Chap: iuppose we go ahead with these bide 

Just now. 
!lr. Lochh,ad: I don ' t think theY should hold 

up bide wa1tingor the set-up of the ooiiP&nY• 

HK Jr: No. No. And did I undera!and you were 
going to buy some gasoline in this country < 

~r. Ch&o: Not quite certain yet. 

We will spend thil $2,000 ,000· 
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American engineers. 

!lr. Chen: I think we should do that. 

!Ul.Jr: That was t he suggeation -- I wouldn't 
make it -- thatoame froo the President. 

if 
be 

Kr. Chen: It oame from us. 

HK.Jr: But if the Minister of Communications 
he is going to hire any foreign engineers itwould 
pleasing to us if they were Amerioana. ' 
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llr. Chen: Xes. 
acoept thie suggestion. 

Xes. I &a sure tbe)' will 
Don't y<N. th1nk so·, Mr. Chaot 

!lr. Chao: Xes. 

HK. Jr: We are not •Jing )'<No need any, but if 
you need any couldn't theY be Amer1oan engineers? And 
the other thin&, whioh I am giving to you also in oon­
fidenoe, is that yesterday the Pree1dent aeked me - - to 
my surprise, he said, 1hy doesn't the Chinese Governaent 

buy some American airplanes? 

Kr. Chen: We have reoe1ved a Hat for Amer108D 
urplanea , but we are wa1tini to have tbe .oney to do 

that . 

HI!.Jr: I see• 

Kr Chen: And we have Uet oall1ng for over 
ilOO, ooO,~ worth of aJIIIIUn1tione and airplane a and 

other things. 

HK.Jr: You have auoh~ liat? 
I 

ll.r. Chen: Xes. 

HK.Jr: Of tb1nC' that 70J. needt 

Mr. Chen: l'ee. 
HI!.Jr: Tbose go up over the Buraa road? 

l{r. CbtDI ThU 11 what we expeot . And tbe 
111nieter of foreign Affaire ie 1n Rangooanow to nego-
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tiate with thi l Rangoon-Burma Government and rroa 
the telegram we reoeived it eeeme there ie no question. 

Hll.Jr : No argument? 

Mr. Chen: No argument. 

Hll.Jr: ! bat's an independent State? 

Kr• Chen: Under the pr otecti on of t he British. 

HM.Jr: But under the BritiabT 

Kr• Chen: British Government . 

BK.Jr: You have such a liatT 

Mr. Chen: Oh, yea. 

H¥tJr: I don't know -- he' e leavi ng llondaY 
night. a~ going to see if he will see you before 
he goes . You are going to be i n Washington between 
now and Monday? I will see. It' s very difficult 
because he is l eaving, but I will see if he will aee 
you before he leaves and we will ahow hia this mater­
ial and then if you had t hat l i st aa to what you need. 

JJr, Chen: l ea. 

Hll.Jr: In other words , I want to do everything 
I can to bri ng 1t to hie attention and give you a 
chance to bring it ~ his attention. 

llr. Chen: Thank you. 
HM.Jrt I don't make anY promises, but I am 

doing everything I can, Mr. Chen. 

)(r, Chen: I know that. 
I appreciate 1t very 

muoh. 
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f'·J t l I a m doi ng everything I can, but I aa 
being b d. It's verY difficult. 

Kr Chepl 1 hope t or China' a aalte th1• au1Bt­
ance from' Imerioan Government , now matter how difficult, 
will try to make effort to keeP th1B port open, no 
matter how difficult to try to keep 1t open. 

(Mr. )(orgenth&U l eft the r oo• for a f ew ainutee.) 

Regraded Uclassified



-12-

IDl.Jr: (upon hie return to the rooa) I ap8'ke 
to the Preddent. I did not 'know he wae leanne to­
morrow afternoon inetead of Monday, eo he eaye he'• 
nry eort7, but I 1bould ret enrything together and 
eend it to hia down to Wa.rm Springe. lo Monday we oan 
ret all of thie t ogether and I will forward the whole 
t hing about the roada, -eoau1e he ae'ked eYerJbodJ to 
explain what i1 the road to Ruaea; what'• t hie; what 
eeaeon it ia oloeed, and nobody hae been able to tell 
him until you arriYed and we han aalted again and again 
and we haTe neYer been able t o get thim information. 
lo I think by Monday , if we getit altogether, we wi l l 
aend it down. 

llrfi Loghhtr: And :you alao wanted to get a 
liat of t eir nee a in thil country. 

~·J{: !hat'• separate. Let'• get it, but we 
will ee a ll down. We will eend it all down. 
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l o JOU arrange eo1118t1lle late Monda;f afternoon t o 111 

Mr. Chen and I will go onr it with hia. \ 

Mr. QhtDI Thank you. Thank JOU• 
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ftBAIIOII! DIPAIITWUt · 
Ottice ot \be Becre\&TJ 
Becre\ Bernce Dhlelon 

From• Chiet Wilaon 

We are 1ntoraec1 that the 

Prea1c1ant1al party will le&n 

Waa~, D. c., at 5 p.a. 

'rioualy aobeduled. 

312 

{ 

Regraded Uclassified



To: 

From: 

November 19, 193g 

The Secretary 

l.tl.ss Loniganf". L. 

The total number or WPA workers 

on November 12, 193g i s 3,257,437· 

The first decrease since October 2, 

19.37 a9peared this week and amounted to 

5,1S9 workers trom November 5 to 

November 12. 
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WCRXS PROGRESS AD!.II NISTRATION 

Number or Workers Employe~ - Weekly 

Uni ted States 

\'leek ending 
19~ 

Llarch 5 
March 12 
March 12 
March 26 

April 2 
April 9 
Anr1l 16 
April 23 
April 30 

Uo.Y 7, 
Ue.y 1-+ 
Uay 21 
!Jay 2S • 

June 11-
June 11 
June lS 
June 25 
July 2 
July 9 
July 16 
July 23 
July 30 

August 6 
August 13 
August 20 
August 27 

September 3 
Sep tember 10 
Seotember 17 
September 24 

Oct ober 1 
October g 
October 15 
October 22 
October 29 

November 5 
November 12 

Number ot Workers 
(In thousands) 

2,167 
2,244 
2,357 
2,395 
2, 11-45 
2, 504 
2,532 
2,545 
2,5S2 
2600 
2:626 
2, 652 
2,.67S 

2,695 
2, 71; 
2 , 73b 
2,767 

2, 807 
2,S53 
2,S99 
2,93S 
2,967 

2,996 
3,017 
3 . 0~9 
3, 007 
3,086 
3, 102 
3,114 
J ,l20 

J,l29. 
J, l 31i 
J , l67 
J ,20l 
J ,245 

3,263 
3,257 !I 

Source: Works Progress Admi nistration 
!I Confidential 
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Wa>.KS PROGRESS Am!INlS'l'RA'l'ION 

Number ot Wor kers 

1936 
January 
February 
March 

April 
Uay 
June 

July 
August 
September 

October 
November 
December 

1937 
January 
Februa ry 
L!arch 

April 
!l~cy 
June 

July 
August 
September 

October 
November 
December 

193~ 
January 
February 
!larch 

April 
l.lay 
June 

July 
August 
September 

October 

United 

~ployed - l!onthly 

States 

Nu(mber of Workers 
In thousands} 

2,926 
) , 0)6 
2,S72 
2,570 
2 , ;r~o 
2,256 

2, 249 
2,376 
2,482 

2,5S1 
2 , lj.g2 
2,192 

2,13g 
2,146 
2,115 
2,070 
1,g999 
1, 21 

1, 569 
l,IISO 
1,451 
1,476 
1, '520 
1,029 

1, 901 
2,075 
2, 395 
2. c;ll2 
2,67g 
2,767 
2,967 
J ,067 
J , l20 

),2~ !I 

Source: Works Progress Administration 
a/ Confidential RonthlY f igures are weeklY rtgures ror t he 

latest week ot the month. 
They i nclude certif ied and non-certified 

workers. 
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,. th Secretary Morgen au: 

As per your 1Jlstruct1ons, one copy bas 
Jeen sent to Mr. Banes, Kr. Taylor and 
vr. Oliphant . They were Jlal'ked •Con­
fidential•. 

Ilea 

Nov. 21/38 

' 

.. 
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.·· ...,...·_.........,...... ........ .,. --'.,..,., .,..,.. _ .... 
* In reply ret er to 

EA 611.6231/1070 

DEPARTMENT OF STATE 
WASHINGTON 

November 19. 1939 

K7 dear Mr. Seoretarr: 

I reter to your letter ot Ootober 31, 1938 stating 

that recent intol'lllati on coaing to the freaeu1'7 Depart­

ment, indicating that praotioes in connection with ex­

porta tram Geraan;r to the Ull.ited States involn · 

subsidies that require aotion under section 303 ot the 

318 

Taritt Aot ot 1930 , has led the Treaaurr Department to ' 

inquire into current prooedures and reexamine the whole 

matter and inviting such oouent a1 I lillY care to aske 

upon the aemorandum enoloaed with your letter. 

This question has been &,1nn the most caretul con.­

a1derat1on 1n the Departllent and wae laid betore the 

Executive Coaaittee on Coameroial Policy at ita aeeting 

on November 9, !he queetion wnioh il presented involve• 

two maJor aapeot1: (l) whether, under the taote, action 

under 1eotion 303 il required as a result ot the proced-

ures in question and (2) queltion• ot oo .. ercial policy. 

!he Honorable 

Bell1'7 llorgenthaU, lr., 

seoretarr ot the TreaeuiT• 

Whether 
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Whether the proceduree described in the memorand\111 

attaohed to your letter constitute a bounty or grant 

within the meaning of section 303 of the Tariff Act of 

1930 ie , of course, a question for determination by 

the appropriate legal authorities. I t will be recalled 

that in 1938 when counterTailing duty action was taken 

in conneotion w1 th certain imports from Gel'l!\aily, the 

Treasury Department decided to request the opinion of 

the Attorney General as well ae that of its own legal 

staff before taking action. 

With regard to questions of policy I believe you 

will recognize that countervailing duty action affecting 

a considerable part of imports into the United States 

f rom Germany cannot fail to have import ant reactions 

upon German - American relatione. I n this connection 

there may be cited the probable fUrther reduction of the 

already reduced e:zports of ooUon to Germany and the 

possible intensification of German competition with 

American products in third markets. In view of recent 

and ()urrent events 1t 1a also to be anticipated that 

pdlitioal interpretations would be placed upon action 

under eeotion 303. I might &lao point out that tbia 

action at this time aigU poaeibly affect the proapeo-
t11'& 

Regraded Uclassified



' 0 0 

320 

t1Ye atteapt of the IntergoYel'Illlental ao-ittee on Poli~ 

ioal Ref~ee to eeoure Ger..n ooopera'tion loolti!14f towarde 

the faoiliiation of the ••igration of refugees fro• 

Germany - though I aay eay that the proepeote of euoh 

facilitation at the present moaent are distinctly uncertain. 

These queetio~ of polio)' are being fur ther exaained 

b)' a euboo-i ttee of the Exec.ut1Ye ao-utee on Oolllll8roial 

Polio)'· and ae soon u their etud)' 1e completed I should 

like to tra~it to you 110re detailed coam~ent thereon. 

You will aleo recall that in 1936 the German 0oYern-

1118nt wae adYieed by thil Qoyernmellt, upon approY&l by 

the Treaeury Department, that the Treaeury Department 

wae inclined to the view that trade procedures like or 

similar to those now in question would not be in violation 

of .. otion 303 of the Tariff Act of 1930 and therefore would 

not require the impoeition of countenaHing duties. I n view 

of this faot I am eure you will agree that, if it 1• deter­

mined that it 11 neoeenry now to take action under eeot1on 

303, adYanoe information ehould be given to the German Oonrn­

ment and that Government ehould be g1Yen an opportunity to 

abandon the prooec1uree under dieou81ion. 

Sincerely yours, 
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INTER OFFICE COMMUNICATION 

OAT& .... 
TO Secreta17 llorgeutbau 

•AoM Kerman Oliphant 

Counteryaillng Duties 09 GeiMn l~toortl 

There is a ttached hereto the fol.low1a&1 
I 

1. Proposed l etter to the Secrat&17 of State. .Utecbed 
to t his 1e your letter of October )1, 1938, addi}Iased 
to the Secrete.r7 of State, tosetber with the 118l10raD­

dUIII ot law referred to t herein. 

I 
2. Propossd letter to the President. Attached to t his 

letter ar~· the ""'moraDdm or law aboTe referred to 
and a copy of Secrete17 Hull 1e l etter to you dated 
November 19, 1938. 

). Propossd Trea/ ury Decision. You will note tbat t ba 
proposed Treasury Decision allows )0 ~a notice. 
This i s providsd for i n t his class or cases by legis­
lation enacted last session. Such )0 ~a rune f ro­
the date the propo11sd decision 1a published in the 
Tni&SUIT Decisi0118· Tha~:e.tore , by s1ving it out, 
but dela)'illg auch publication, the period or grace 

coulcl be extended. 

\ 
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TH£ SECRETARY OF' THE TREASURY 

WAaHIHOTOH 

111 dear llr. SeoretarT• 

I bave :your repl:y ot November 19, 1938, to rq l etter ot 

October 31, 1938, with respect to practices 111 com:>ection nth ex­

porta froa Gel'lllli:I;V to tbe tlnited States 1nvobing eubeidies that 

see• to require the applic.tion ot comtenaillD& duties UDder 

Section 303 ot the TarUf J.ct of 1930. 

Aa :you state, the question whether the procedures described 

in the ll&oorand~a attached to rq letter or October 31, 1938, ccmati­

tute a bouney or gnmt within the mealll.D& ot Section 303 of th.e Tariff 

J.ct of 1930 is a question for determinat.ion by the appropriate legal 

authorities . In Une with :your suggcation and as I did i n 1936, I 

shall, before acting, bring the !l!lltter to the President1 a attention 

and euggeGt be consider wh.eth.er be desires to pl4ce the legal questiOIIII 

i .nvolnd before tba ..t.ttorns:v Ganeral. 

I u aware or the importance ot the conside~tiollll ot policy 

refe rred to in :your letter, but, I len"" 7011 will agree rl t h oe t bat, 

the legal duties of the Secrete.r:v of the Troaellr7 in t his l:llltter having 

been determined, I am not at Uberey to dis regard them for reucma of 

policy or convenience. The results or :your Department'• turtber s tud7 

ot the qW>stiona of pollC:V you outUne will, I am s ure, be most 

uae.tul in otbar coanections • and I apPreciate :your purpoa• to lll&ka 

thea afti.lable to •• 
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It aoUOD 'Glider S.oUOD 30.3 11 detezwlMd to be MGeleaJ7, 

I perodft 110 ob3eot10D to 'JOV IIIJQIIt.iOD tAat a4ftDoe 1Jitozat.10D 

be 11'1111 to the Oe~ Cloft~t, 1A order to afford tA&t Cloft~t 

aJl oppor\UDlV to abuldOD the proo.durea 1A ~at1011. 

81Aoereq 'JOUl'l' 

The R011orable 

'!he S.oretf.r7 ot the Depe.rt.Dt of State 

' 
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Ootober 31, 19~ 

lly dear llr. Seoreta17: 

Recent 111tome.t1o11 ~ to t he 'l'reuurr Deper1aellt 
rz- reapouible qurtera, 11141catillc that preotlc .. 111 eon­
neotioll with n;porte ~ ~ to the I111Ued Statu 1.11~1.,.. 
Mlb&141ee that require the applhatio11 of o01111terre111D& dutha 
~mder .. ot1o11 ~3 of the Tariff Aot of 19~ (D.s.c. title u, 
eee. 1303) baa led the Treemry Deper1aellt to 111quire 111\o 
current prooeduree ud reeDIIille the 11110le .. uer. 

The preeat et86• of thia eDIII1ut1oll 1a aet forth 111 
the enoloeed Duaol'alldUIII, 111Uoh 1a eublllitted to JOU at this t1.111e 
tor uy OCIIIIIent JOU ma:r care to Jl&ke, 

The Bouoreble 

Verr trul)' )'OUl'S, 

(SigDed) B. Yorge11thau, 1r. 

Secreter)' 

'1'll.e Seoret&lT ot State 

(OOPfl 
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UU4er crurrent H&Ulationa of OelMD &QTer.etal autbori­

t1ea, tbe importation of substantial -h of 11a117 Oeman pro­

ducts into the UUited States baa com. to be financed through tbe 

medium of ao-oalled ~barter• arrangemente, Tbe eaaent1el features 

ot all these ~emanta aa aet f orth 1n Special Circular Bo. ~a. 

iaeued bf the UUited States Deparaent o( o-rca on 1ulJ ll5, 1938, 

and otber Hl.iable iDromation before the Tl'MIUZ'J' Departaent, are: 

(1) The proepect1Te .American Ulporter of Oeman 

good a "bQ7a• one of a 11Ja1 ted IIID'ber of ldoh of aercban­

diae (cotton or copper 1n moat , it not all, oa .. s) tor · 

dollars at tbe world pries. Tbe kind of merobandisa t o 

be a4m1 tted into Gel'li!.a:ey tor tbe purpo,. of tbe • barter• 

IIIUAt be approved by tba Geman import control autbori t1os, 

and auob approval is strictly 11Jaited to a nry few kinds 

ot goode, 

( 2) '1'be aerchaDdiae is ehipped 1Dto Ge-, be'fil>& 

tber.totore bean eold. to a Ge1'111811 purcbaaer tor tree !IBlS• 

('llbich, 118 appears balow, are ~ediataly blocked) at a 

price wbatantially higher than tbe sari< equi'l'alant ot tbe 

total coat to tbe Tendor, it eucb ooet i s coloulatad. at 

tbe ~t ottioial rate ot exchlul&•• Thi• spread or 

•uberpreia• (o.,..r-prioel i s unttol'lllJ 3S-l./~ 1n the ca.ae 

unttolll INt u....UY sr-ter ot cotton. It baa bean loaa 
I e'I'Orf oaee tbe 1n ~t 1n the can of ooppar. n 

.,...,dea aaat reoei.,.. 
price to be paid b7 tile ~ 
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prior appro'ftl. b7 the l:lerwan 1aport control athoritlea. 

(!5) The Mrkll paid b7 the CleJw.n 't'elldee are required 

to be paid iDto special accounte 1D Gerun baDita, where, 

aa aentioned above, the:r are held aa "blocked• or controlled 

tunds tor the account of the prospeotlTt Allerican iaporter 

aentloned above. 

(4) 'llhatever the f'oru.l lilllitetlona upon the uae of' 

wch controlled tunds b7 their aerlcan owner ~ be, their 

o~ practical uae is 1D ~t f'or Oetw.n &OOde to be 

ahipped to the United States . the ld.nda of' &OOda f'or 

'llhich such pqaent WV{ be made are rea trio ted to those 

aet forth 1D detail ill a list published b7 the Gerean 

exchange control authorities on J~ 19, 19118. E:xcluded 

h'oa this list are, in general• 

(a} .lrticles and co..aditlee in which Clel'MDT 

baa a rlrtu&l international .,aopol:r to 5Uch extent 

that their export at the current hi Ill> Genoan 

price• requ1rU no aaeietence. 

(b) Goods ot wbich there 1e a ahortace 

in !lertWI;y eo that their export 1a oot tawrecl 

b)' the OelWUl Goveruunt. 

(o) Goods coapoaed of' toreiiD ateriala to 

_ _._ftt that their export 11 object1oaable 
well a llrP --

t ~ of' the dreiD on 
to the aer-n GoteraMD 
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Oeran;r's foreign balances -.hicb would r .. ult troa 

the purchase ot the ateri&ls used in tho1r -.nutacture, 

The net re8Ul.t. ot t.he abon described srstea would seem to be 

that., to those who avall t.he118elns ot 1t, the iJ'&llt or a ruuable 

prirllege 1s being bestowed liT t.he Geran Qooremant in connection 

with t.he exportation troa Ge%'1111!11 to the United States ot t.he selected 

ld.nds ot aercband1se et~~~.Mrated in t.he aboYe aent1oned list. It ap­

pears that, liT restricting Uj)orta, rixing illport prices, regnl.ati.Di 

the 118thod ot pe:"ing tor illports, and ccntrolllng the disposition or 

the proceeds ot p~~TMDt, t.he regulatoi:'J sretea ot t.ha Ge,., Gonrn­

•nt haa prorlded a aeans where'tv co.-.ditles (cotton and copper) 

IIIIi table for the purpose ~ be used a a a special aed1ua of exchange 

tor converting dollars into JIIU"ks on t.he be.eia or an assured prelll.ua 

of arb, on condition t.hat t.he total ae.rlca rece1nd1 including t.he 

prelll.wo, be used tor t.he purchase of the listed goods to be e::rported 

troa Geran;r to t.he United States. 

!he purposes and UDderl;rinl! causes ot the reculatoi:'J syatea appear 

to be ~teri&l. It the result ot t!le lV'•tea 1a t.o benefit. e::rporte 

in an uount wbicb aT be detel'llined or eati.aated and in such eanner 

t.h&t the goode aT be sold to the United States tor leas than ~ 

otherwise be poaeible, it aeea clear that there is a bounty or grant 

w1th.in the ••n'ne ot OIU' counterraUiD& dut;r law. !he features of 
• _ _.~r oertaint;r aa t.o the 

the e;yetn wbicb pn to t.he uerio&n ~ ~ 

Uaro w1.1l be coGflrted into ..rb b7 tha 
preaiua rate at wbich hie do 

iDtaraediete and epecial ...u- of 
use ot ~too or ~r u an 

\ 
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exohaJl&e, ud those tee.~ee &1ch restrict the 'liSe at the eahanced 

mal'k proceeds ot the .xohaDge t :raneacUon, 11011ld •- w preclude a 

conolue1on t ha t the prSwa oreeted 1n tho form of llal'ks to be used 

tor promotill& exports 1• a prot1 1: on the sale of the cotwn or copper 

in Clel'IDIUI7 by the Aurican illporter , rather than e eubaiciT on the 

export or Ge~ cood•· 

Slnoe the uwa1 ed o:rdinary re..Ut or the qet• 1n its curreDt 

operat1CD •- to be the peJDISlt or bestowal of a bounty or grant 

upon the .xport of Ger-m lllll"Chandl.ee 1n the fo:na of an assured ,.,. 

1n llal'ks tor the G~ arporter 1n addition t o the equ1Yalct or 1:1>.• 

1nveetMnt -de by the AJterioan l.Jiporter 1n trueect1ons directed aolel:r ' 

to payment tor t he German goods, it t.ollld aoom clel!.l' t lwt euob goods 

Wll1ch are dutiable IDSer the Tariff Act or 1930 are eubjoct to co\llltel'-

va111n8 duUea Ullder 810tioa. 30S ot tha t Act (U.s.o., Utle 19, sec. 1303) 

1n the UIOIIDt or the ~ua. ~ .,, Vilited Stetee, (1903) 187 u.s. 

' 96; N1ol!olu v . 'UJlited matea, (1919) 249 U.S. M; (1936) :58 Op. -'tV• 
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THE SECRETARY 0,. THE TIIEA8U RY 

WA. HIHOTO N 

ICY dear Mr. Preeidenta 

Dr letter dated ~prU 16, 1936, I adTiaed 70u tbat I bad 

before .. a Treas11r7 DeciaiOD giT1111 notice of tho! t.poaitioa of 

countenal l 1 Ill duties Oil certein iaporte tl'Oa 0.~ UDder Sectice 

303 ot tbe Tariff kt of 1930. You wUl reoell tbat 70u referred 

tbo .attar to tbe ~ttoftiB)' General tor an opiJdoa, and that oa ~-

2, 1936, be concurred in tbo ruling ot tho! General CoU11Bel. tor tile 

TreasUrT Depart.ent tbat the Treasury Decision propoaed to be ieelled 

229 

'IIIIa di otated b7 the require...,nte of Secti011 303 ot the Tariff .let ot \ 

1930, and tbat 1 te tom we appropriate to carry out the lllllldate of 

tbat a tatuta. 

I now ban before .. t or rq eipature a new TreuUI7 Deeiaion 

g1 Tin& notice or tbe ~ tioa ot ooua>terrailill& duties oo certain 

1:8porte troa 0ei'8JI7 wader Section 303 ot tbe Tarl.tf ~et of 1930· 

Tbe General Couaael tor tbe Tre&8Ul'T Depart.ent bu approm tid• 

decisi on. I - attacbiJI8 a cop7 or tile propoaed Trea•UI'7 Deciaioo, 

together ri th a .. aorand.,. of tbe General Co~msel cQCeludinl tha~ 

dutiable a. run ...,rcballdi•• iaported iato tbe tlni ted State• 1D ao­

oordanoa ri th tbe practioes therein ~,acribe4 are subject to co.mtez--

ftillng dutiel ...,..r Sectioo 303· 

'!'1111 Sectioa, 70'" rill reoell, nata DO 41acretica 1D &IIJIIM• 

ui-
•- u4 or tbe tacta DJW wore •• I • 

ln n ew ot ita ~ -
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eatietied t bat there ie no al.tematiTe to the !.poeition ot the co1111tez-. 

vailing duties. BoweTer, I concei ... it rq dutJ, aa 011 the prertoue 

oecuion, to bring the -tter to ,-our attentiOD. before actin&, parti.,.._ 

lar]Jr ainee Seeretaey Hull, 1n a l etter dated Novellber 19, 19.38, c..W 

of which is enclosed, baa mentioned eenral conaiderationa ot poliq 

and obeerTea that the opinion ot the J.tterne7 General n.a requested betore 

action waa taken 1n tbe 19.36 caae, 

P'aithf~, 

The Preaident 

The 'llb1 te Houae 

\ 
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In HJ»lT rater to 
Ill 611.6231/1070 

loT.aber 19, 1938. 

I rater to )'OW letter of Octo'ber 31, 1938 ataUIJC 

that recea t latoraUoo CGIIhlc t o t he !rennr7 Depart•nt, . 
lD41caUac that pracUcea ill ccDDecUoo dth ezporta troa 

Ge~ to the Uulted Statea illT01YI anbo14lea \bat require 

acUoo 'IID4er aeeUoo 303 of the 'larlff Act ot 1930, baa led 

the 'l'reaWill'7 Depart-nt to lDqulre lDto currant procedllrea 

&114 ree:r.aaine the whole •Her and lDTl UJ!C anch co-ot 

ae I •1 oare to ,.J<e 11p0n the -ran4u. encloaed with 

)'OW leUer, 

!hie quuUon baa hen &i"" U.e 100at cuetul coD­

a14eraUon ill the :Dopan•nt &114 waa la14 baton the 

:l:ltecuUft c-1n" on Co-rel~ PolleT at Ua ••U.DC 

oa Jow.-er t. !ba qvaUoa w'blch 1a preaaA\14 lA..,1wa 

t wo •Jor aopech: (1) wllether, UD<Ier the tacu, ac\loA 

uader eectlon 303 la requlre4 aa a reoult ot the proced-

v .. ill queaUon &114 (2) quaUooa ot oc-rcial pollc7. 

!be JoMr-le 

.._, llllrcea\Ma• Jr. 

~ at t he frMfti'T• 

llhefier 
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'fbether the proc:edur .. uec:r1'be4 in the .. ..,rudlla 

attec:hed to ;your letter conui \ute a bo'llllt7 or t;rut 

within the me&Ding of teetion 303 of the !ari!t Act of 

1930 11, of eourae, a queat1on tor determ!Aatlon b7 

the appropriate legal authoritlet. It will be recalled 

that ill 1936 when countena111nc dut)' ac:Uon wa1 tuen 

1D connection ri th c:ert&in i11p0rt1 tro11 0arii&D)' , the 

freaour,r Department decided to requaot the opinion of 

the Attorna)' General aa well ao that o! Uo own lej!i&l 

otatf before taking action. 

With recard to queatlono of poliC)' I believe 70U 

will recogoise that countervalllD& dut;r action affecting 

a oonoiderable part o! importo into the Uoited States 

from Garmany cannot fail to have important raactiona 

UpOD German - Aaerican relatiooo. In tnio connect ion 

there .a)' be cited the probable further reduction of the 

alre&d)' ......, ... exporu of cotton to Oa....n:r aDd the 

pou1ble 1Dteuification of Ge.-n coCIJ)eUUoD wi th 

Allerican producta in third arll:eto. In Tlew o! recent 

and current 1 .,e,.ta it 11 aloo to be anticipated t hat 

poli t ical 1Jltarpretationt would be placed upoD action 

under n otion 303. I lllicht aloe po1Dt out that thio 

aouon at thl• tilll llilht pooaibl7 &!feet the proapoo-
Un 
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UTa a\to"'''\ of \"M Intercon~atel e-ittee on Polit­

loel Je~•• t o aocure Ger.. oooparatloa lookillc tonrda 

tho fae111tation of tho ..tcratlon of r •tuc••• f rom 

Geral11 - thouch I 111&3 ·~ t"Mt t h e proapeeta of auch 

facllltotlon at t he preoeat mo .. nt are diotlnctlr uncertai n. 

!heae que aUona of polier are l>oiac further examined 

bf a au.be-uttee of t he h ecutin Co.-lttoe on ColllD8rc1al 

Pollcr an4 aa aoon ao t heir at'O.d¥ 11 COIIIPlot ed I ohould 

l Lke t o trana.it to rou .ore detailed co ... nt t hereon. 

You will elao r ecall that in 1936 the Ger:BD OoTern-

aent waa ad'l'laed by thlo Oo.,.n~J~ent, >q>on approoel br 

t ho TreatUX'7 Department, that t he !reaeurr Department 

• •• lnellnod to t he Tiew t hat trade procedure• like or 

aiall&r to tboae no• ln question would not be ln vlol atlon 

of aocUon 303 of the Tariff .t.ct of 1930 and therefore would 

110
t require the i mpoolUon of eountervalllDC dutieo. In vie• 

of t hh fact I aa aure rou wUl a cr .. tbat, 1f it 11 deter­

..u..d that it 1s DOceaaarr now to take action under aeeUon 

30:J, advance lnfora&tiOD ahoulcl. be ShU tO the Ger!OilD Qoven>­

.. Dt aDd that 0oTernaeDt abould be clvtD C opport UDit1 tO 

abancl.on t"M p rocecltlrU under dlacuaalon. 

Slncerelr roura, 

(Si&Ded) Cordel l Bull 
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COl!!!TER'WLING OOTIES OR III'QR:rS Fl!OI OERI!m 

Rotioe of counterTailing duties to be iapoaed UDder s.ct1 303 
Tariff Act ot 1930, b.r reason or the ~nt or beatowa or a ~tT' 
or p-ant -.pen the a>q>ortatiou or certain goods from Ge 
Collectors of Customs instructed to suspend 11qu1dat1o of ;ntriea 
conring dutiable illporta froa Oeraey and to collect aatiated 
additional duties in certain eaaaa. 

T·r eaau:.y De 
Office or the Co 

lfea.hiAjM' 

TO COt.I.!CfOBS OF CUSTOIIS AIID OTHERS COIIC!RIIEDt 

ot eo-caLled • barter• transactions throu&b 

the United Statae of ~~erchandiaa from Oe 

n concerning the oporatiou 

cb tbe illportat1on into 

is financed b.r means ot 

premium prices for certain products, p 1cularly cotton end copper, 

which aatiatiea the Bureau that aucb anaactione inYoln the pq.ent 

or butowal. ot bounties or grants the •aniDg ot Section 303 ot 

tbe Tari!f Aot ot 1930 (u.s.c., 
.locordin&l;r, notice ia re'qr &inn that dutiable .arcbandlae 

b&aia (regardless of the 

troa Clel"IIIIIT 1 &icb bAa bean or abAll 

disposal of other~~ a praaiua 

cter of aucb othe~~ ot the 

Mthod or Mana of such apoaal) 1 1t entered for cocSUIIPtioD or rl tb­

drawn troa ~ouae f cocSUIIPtioD after tbe expiretiOD ot tbirV ~· 

after the publicatioc f tb1a ~o1a1on in a -tq iasue ot TR!ASUIII 

D!lOISIORS, will be ject to tbe ~t of coaDternJ,l.1.ng dutiao 

equal to the ... t 
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to baY'8 been pa.1d or bestowed upon it1 qportlti 

Upon the enay tor COilSWipticn or rlthdra 

tor CCIIIIWII(Ition, on or atter the ettecti .... cl& ot tbia notice of 

dutiable •rcbandiae iqlorted directl;r or ctl;r fro• a..-...., 
there aMl.l be collected in addition to other duti .. eaU..ted 

or 4etend.ned to be due, eatiated cou.n 

ot 2S per cantua ot the inYoice ft1ua 

the -•r ot ~t tor the sood shall be reported pro11p~ aDd 1.D 

tvJJ. to the Bureau. 

Coaias1oner of CUstoM 

Secretaq ot the 
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