
c 0 p y - -- -

Coott4e~~Ual 

- J.lftD 01 I.• • •AUAJ 
Gllu'lot .L a..­

rorel,. Peller Aoooola\l01 
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Juaoe Al r .. 
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'l'baAkt t o \lie lcla4MII ot ...._,,uor lpr111llo lralu, I ll&ft 

Juat wi tllOIIM ~ tlp,_.. ot iu Cbaoo ar\Ural awuct, wll.lob a.­
f1nl lt l 7 n .... \M \owaJur ... ,_ lo1h1a .. a ~. !lie 

•• ,...,117 ,.., bol cl 'IID4u ille wbl h aacl colA M111ltlo01oo ot tllo 

'uloa eta booor• l a u. ...,..u •• rorwip Ottloo. lluaa, u.. root 

to tlla lonc-•oucht poooo la t l aallr troo ot ille loti tol"l oua 

hur4ta. Ia puat.,, I a l clli ear ilia\ to..torad oplnloa caaoi'Dll;r 

accor4a Spr111lla lrUDil aaJor o!'Mii tor t ile t 110ooathl e-lwol oa 

ablch baa ll&pptlr cr o111111l ibr .. raare ot 4ollcoia oa4 arctuoue 

nopUaU oat . 

Durtac .;, rocoai Yllli t o Paracua;r, I touaA tbat couairr reotr 

lo wal eoaa \ha Chaco peace. ftlo ,,.,.rwbolalllllr t a•orolll a aaJorli;r 

ln t ha plob\tcU o ot ...,..,, 10 aurpr l aocl , ,. .. t ile aoai ei"pOrl•oo4 

polHl asl obaonara . Ooroalao llllll l&l"l"'ia, \ be Liberal l oacltr wbo 

had rofuao4 t o al&D i lle pao\, t o\lll4 ao auppor \ t or lila la traaat ­

&&Dl poal t\oa. Zbe Yotllll la t h o ploblacl i o eooaa t o bo.a baeD 

eoaeo\lall ;r fair : l t l o roportocl \bat t ho conr ... n \ woo propuo4 

\ o uu prouuro t o oocure a t a't'orolll o roaul\, but t CIWicl ibot nell 

lah"'D\loe wCNlcl \ o euper fiuou . Oppoaenh of tho ptoco \araa 

ba4 cl"l Uohocl aoat t ho failure to &i't'O Pu.,._, uq abare ln tho 

elhp 4 patroloua n ol\h alolll \lie weatoro o4p ot the Cbooo . 

!halr chlof ooaplalai acatae\ t ho plo\ h c lto • • • \ bat l h pbrulDI 

••• l a&clacl l n tDYor o t aa aftlraoU•• Yoh . l u \ t h o:r ao• .,..r 

wlllln& to aooop t t ho popular ctoo\atoa, aA4 Aocl ,.ro \bat POJ"a&v.q 

will lor allr olll4a ))' U• ,..., \orao oc4 tbot ao olloooquoa\ conn ­

Mat will ,uaUoa ibo l r nll UtJ. 

!he wv bat ao4o t ho arar ~ 4oala&Dt toot or ta t ho aou\1")'. 

In U.o paa\, two aaJor poriloo c!lepu\oc! coati'Ol of ~. A\ 

the tncl of t ho clltat\ro• .. Jl ft 'fear ' a War with ArpnUaa., lrooll 

and u,...,...,, a IJ"''&P of paoralo cr.-heel t h o Pu ilc!o llaclooal 

Ropubllouo, ll:llowa cu tho Colo1'UOI. ftlla por\7 Malad tor )II raou, 

froa 1870 i o 1,011. ll ... "lltllo , clrtllaa olo-h bo4 forM 4 tho 

Liberal !'u\7, uc1 ' hla ll"nlf• &1\h.o...,. pl""'c! at tlaoo '117 1-

U onal o\1'\l o, cS• Iu.ioc! \be pollUoal 10- troa 1~ t o 1936. 

1oretp o'll llna1't report tbei tu Ll\orala oro aoro \l11....._t1.~ 

ab le aacl hlh1llpa\ 1 .. 4are \hu iholr i...Ut\ oaal OPJ IIOih. 

la Je\.-.r, 1936 t» .oral proll4at, Dr. lue\lo Aral&. 

who bad 111''t'l4 thraQCbout *• wu, •• onr\llnn \r Colaael 

Rotall rr-o. !bo rra- --at wae -.a& \r 1"11\l'N a­

tonlco - - 4-\llho4 attor tl.illll aa4e4 wltll tbo arahUoo 
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of J1111o 1935 - \7 1-'o• 'Uil•• aa4-.. •- • .,.._._, 'lbeoo 

tl ... nto oout4 .. •4 tbo ol4 ]I&PUn 4hctre4l tot u4 eoapt a an 

polHicol ut oc-to all,...., , llcn·e-r, Afala ' • poeUI• 

bt4 b .. n wskoucl, dM to teere U.t 11o ectap\ a ....... ten, 

ad \0 t he JuloufT notted •oac atlltaJ7 laedore liT the epootal 

ftyora heopecl oa O.ural J:eUprrl\ta. lraaoo'e rect-o ~ ... 

offorto a t l aad dhtrl\uUoa aa4 pllt 011 tile \oob •-ral ptocee 

or ooctal ltcltlatioa, taohcllaa tetablhluMn t of a laUoaal De­

u r\a ... t of Ldor, wUil powr to ""1• IAdwotrtal dttplltee. Jut 

polttlcallr Me adlotahtraUoa waa a ~rtt. Jaaa Stotaalell, tlioe 

loocllac rtav.ro Ia t he co)tnot, wae oro4tte4 wltb eaat- tuctlet 

Uaoo a114 a aattoDalt• etctb wow4 retv.n ,.....,..., to tile 4tota­

tort&l tra4Ulone of lh tlret bolt oaat1117 u a aaUa. l&bor 

and "" otv.deD\1, 011 tile otbar llaa4, ba4 •- lntlv.eDcte4 lor ooo­

a,...llt a nd ooctalht 14eu. rraaoo tai l ed to cot bict dlutdallt 

aupportero to PQll top thor, 4 eep1h ettorh to ~at ta tbaa ta 0 

•ow portr . He alao pron4 waollh t o bold t ile eDtire ou pport of 

t bt oror - *ooe war-ttoe l oader, Oeatral i ttlaarrtbta, ht ha4 

laprlo011t4 - or t o oaltot tba llactlda, of tho OOI't ooll4 aa4 coo­

""at\Tt clrlllaa loodore. Hie IO'rtn8tnt -• o•ortv.rae4 to 

AU«Uot 1937 b7 certain Ol'OT ofttcero, In alltaoot with tho Lt boral 

po1Uto1aat . 

A oro'rltloaal realot, haa4e4 b7 Joltx Pain, & proteooor, 

"'' ott "'I· Jut the ctTiUaao la the prttoDt aon..,.oat trt 4e­

•crtbocl a t .ullttaatlall T • .. aooaaor bora• tor t bo 01'01 offt coro, 

IIIIo hold tho a ctv.&l ro!Do of power. lour oao parUo\llarlr otaa4 

out : Col oDel a..oo l'ore4u, a ahrewd. poll Uclaa ! 11 v.nttora who 

occuotoo tha raalttoa oalllaet poot of Mtatotor of t ho Iatartor: 

Oolo•el Aatolo , oooooa4er-tn- ohtef of t ho •POT: Major Arturo Jrar, 

~f-Bncltab ID llloo4, who tov.Pt wtth lrHatn'o toreu clv.rtq tho 

1'orl4 iJar, oa4 wbo aow h Chief of Pollee of AtWieloo ; aa4 MaJor 

Sooa ftlclu, o-4•r of throe caYOltT ro~aento. All of theM 

atn """ v.n4or 4') rooro of ap. 'l'llotr r\llt II In effect a ollt­

tU'y dleta\onlllp, whlell Jv.otlttn lhtlf OD the Jl'Ov.&d that 

Paro«"A7 aoo4t o)on all order aa4 traaqv.111Hr . 'l'llo pruo to 

cloaotr ctnturod, aa4 otten41Da .. wopoporo ov.opoa4e4. ICoD7 of 

tbt aoot toportaat oppootttc.~ leadore ore 111 utle. 'l'be rolet\011 

or \hh retptnc tuorteUo to a..or&l J:tUaarrllllo h aot •ttrol 7 

char. •- o'ounore llelteYt \ha\ \be •rov llore•-• protu to 

keep hUaarrt\to to lola preo•t poot Ia 11aollioatoa, foarb.a that 

If be retvna to Porocuq, tlle7 will lie toUpee•. ._ oaaU-t 

uloh In tho oGI&AttT for oetult&botot of a etroac aaU•al 

f OYtl'DDODt , with loUprrl\la a\ ~· ~~* · 0.. tha other haa4, It 

It roportt4 \lui "lotlprrt\ta ldatolt wo..Ut prefer aot \o tal<o 

ott lco 4urtna tlllt trauUt•ol perto4 • 

.lftT l ea4ero 4tclore t htt P~ to ~tall7 • •­

cra tto co•ttT, oa4 thet thalr r\llt It ,..,. ..... T • CoaartcttiGIUil 

ol t cttonct woro held OD leptto\t r 25th• ao 0olora4oo wlthdrn 

224 

\ 

Regraded Uclassified



- 3 -

rroa u.. _ ,._. oa _.., 31, allar~ laGIIt of puu\ooo 11M 

ot ticl.al proewn la faftr of Ulo Ullonh. Ia oo .. eqannct, u.o 
Ll'borall ba4 no oppodUon a1114 -.p\'III'OCI. all aea\a la bot.ll bfteoa. 

Parae.""»¥ 11&1 a acqahoq '10\l.Jw law, 10 Ulo Co1oi'Moe ... , ~ 

.U1o\ o a\ 1.11e poll a , ...... ~ •• repor\o<l \o ~\o 

m of \be \ o tel 1215 ,000 '10\oa -·· Deap1\o \AU ·- \oo -­
oo~I.Dc n o""'• \owari cl-Ue •aoNalq", hopoe an aproo­

u d tha\ \lao cODnA1Jic of cOIQirau wU1 poraU o1Yi11all lafl­

g ao"wll¥ \o r Ma i OI' \ u.-alYOio Jllll4 \lla\ \lle prciOOII ..U1 llo 

contU.U.cl 11¥ proe l.d.uUal alooUOAI MX\ llaroll. oa t.llo otllor llaa4, 

,.,.. mil1\ar7 10&4• ~ ~\ Ulo apple-oar\ '19- u o\Mr a\\411p\ 

a \ d1c\a\ or oh1p. b al'llll'o whiah 11 bol1ancl \o =allor 111'<1'11114 

15,000 ,.II , o\Ul co-• t ..- 60 \o 80 poroon\ of t.llo &O"r-n\ 

~\. 1'» ~\q' 1 -110a1o 11\110\ ica ~ 4ec1clo \1M 11-

l>th·eoo clo.,crac,y allcl cl1c\a\orah1p. 
I 

Par~ - Oil\ of \be Cbaoo c0Atl1o\ wUh 1Aor ... oc1 oco­

"oal.c o\roJ.Aa; allcl \hie uep i\o t.llo tao\ lila\ U t~\ l.lle 80Cioft 

world • o ., 1\ ooonoa1cal ar. ~ Ollllocl t.lle a \l"Q(Cl• w1 t!oft\ 

&A¥ -.lor 1Acr••• 111 Ue f orelcA clab\, whiah DOW ·~ &\ 

&00,000 pcNDcla Uorl iiQI - f or a naUon of lou \hall 1 ,000 ,000 

people. llaAI<aro oo\~\o t.lla\ t.llo 1Jl\ornal clab\ clooa DO\ oxooocl 

13,000,000 &Olcl poooa (or alwlla\ Si , OOO ,OOO.). Son1oo oa \llo 

torelcD dab\ • • .uponclocl cllu-11Q1 l.lle ooatl1c\ , 1111.\ llo Ul 1D\ o:roe\ 

and aaor\ haU Ob ~D\1 han d noo boon r oiiQaocl . 7oocl ,.. 110\ 

rat 1oaod; acr1~-.,.al pro41&0U on •• arlto4l¥ 111orouocl . I'Vacaa7 

Aoo blpoooa DO q~W>\al on illpor\a ..acl ODlJ' par\ 1&1 OTcMRCO ooa\rol. 

Go••.._, aalarhe are pa1cl liP \o cla\ o. DIU-illg t.llo u~o t.llo 

oo111110n ool c11or • • pa1cl a \ lobe n\o of ODe ParACQa7&D poao a U, , 

aod \bo \o \al par cl1• ool\ par aan, 111clud.1Jic wppl101 allcl foocl 

ao wall u p&;~, cl14 DO \ ~. aooorci1IQI \o \lao 111D11\or of 'tfar, 

• .,.., l'IL~ poooo. (tho ~ poao 11 DOW qu\ocl a\ '1'0 

\ o \bo .Ucao\1Jlo poeo, or IIP!)rOlda\&17 280 \o t.llo clollu . ) 

Boo cl14 ~ -.rr7 "" 1\1 ar-\l.al f1DaDo11Q1, In ad41-

Uon \o W11Jlc 1\o -u1 C014 rea-, 1\ nqv.le1\1GDocl \1M en&\ 

bulk ot tor e icn oxM,.«" aoon111c boa r por\o , PA7I.Dc eqor\ora 

1\a o<ro.1"ralea\ 111 paper poeoe . 11 Ul \hie oxchonp 1\ poarollaeocl 

wba\ ouppl1oo w ro 1apor\ocl. ~ pepor poiOt wore ot COilrOO \he 

proauc\ of Ulo p-111\ I.Dc proae, ancl \he roouU was eorl.oU 111tla­

U on , \llo poao 4ecl111.111c boa lll \ o \he .UCOA\iM poao \o o. raU o 

ot 90, betoro roconr111c \o \he proeen\ n\1o ot '10 . llorooYOJ', 

\ll• Gon,._., roqub1\1onocl um•'l7 rr .. -.\Uo-cro ... n •­

''"" or •1F\ poroen\ of \Mir !Iortie, Jl&71aC ~ 1a Hl'ip\, 

olucll wMI<(QOA\)¥ )l&a llooJl aoh•QI'I4 for COl4 pOlO 'llolioUo ..acl 

... 1Aclllclocl 111 t.llo flcl&n f or \he la\ornal ull\ ,_, -uoaocl. 
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Local b&al<a aad -.1Meo --.. abo _.. nl&\1ftl¥ -u loaao, 
ol11ch 1A ern' JIAI'\ an npon.cl \o lla'" liMa repai.t. 

a.. h1de purollueo of 11111 \ar)' llll;lpl1n nre Clll\ to a at. nt - · 

~toll leadel'l 4eolaft iba\ \1M _,,. 1\ar\ed \1M ..r w1\ll 

an arq ot 3 ,000 - · of wboa 111111' 1,000 nre 1a \1M Cbaoo. (s-
1otoroo4 1CIIll'on, bowwr, ra1M \1M 3 ,000 ficVe to 8 ,000. ) I\ 

had .~ ~he fin1ah 80,000 to 100,000 -· 'llll\ ...... r N;t ..,..e \llaa 
25 ,000 111 \he frons lllle. Off1o1ah o\a\e \he\ f orelcll parohaeee 

wore pr 1no1pall.¥ rlth llll4 •ohilll~ ..-1Uon, eo• ar\Uleq 
&Jlllllllll\lon , llll4 a few plann, wl\h '• \llo •x'- -lllr 1a ao\l'N 
unloe a\ aD¥ 0111 \lM. ~ auer\ \11&\ Par.,._, Wpclr\14 no 

ar\Uhl')' , DO hen"-.P"-.iel, DO airplaDI 'lloalll , 1Qppl1n of \he 

lao\ t wo u- were npplild 11¥ a ~Uo ..r l.adu\1)'. file 

harul""'eDAd.e ~ a '1'117 1apor\ant ••JIOil• She l al41er ots. 
pro!errlnc 1\ \o \1M r1fio1 Foclla411ol1 e\ar\14 a\ \lle ra\e of 30 

a d.a¥ and f11lllhld a\ \1M rase of 130 an hov. '1'1'\lOk llo41n a\ 
Ule or.&rt were \Ur1le4 Clll\ a\ \he ra\e ot 011e eftq IIYell ciqal a\ 
Ule end llftll per bov. Ja.\ tho. hr....,.... aoeer\ \he\ \belr 

bu\ 10\U'OI of wpplbe •1 BoUYla, llll4 \he\ a\ \1M •114 of \1M 
war 80 percell\ o f \hell'~\ ha4 Mill oapWH4 ha. \1M .., .... , 
1nelu41QC 40 ,000 rlfio1. fhq 1\anld \ho ..r wiSh 44 p1-• ot 
artUhey and t11lllhld w1 \h 861 71\, O...aral K1 \i4&J'rlllla tol4 • 
\hat t or 11011\ha &t a t1• tha ar\1llo1'7 • 1 olllll\ t or lo.cll: of 
..-ni\1011. 

~ 11&481'1 are aloo Wli\ed 1A delqi.QC \hr.\ b7 ro­

colYed &111 lar&e-aoale &14 hoa Ar&e11 \ 1Ar.. ~ &1111'\ \hr.\ \1M 
Bunoo Alreo CO'fln..ll\ h.o111 \a\14 \he a no lou (ol \hcJiaF than 
woro 10M ehor\-\ozwo V&D0&0\10111 wl\h ugen\lao llot.Dica) t OJ' ~ 

plied \h• wl\ll &111 ..,1U..a. Howoftr, llhon \he ~ eallarco 
••• on, Ar&en \llle oftlolall an r eported \o hr.Ye obi>.\ blr 1711 

to \rr.neU of Jiluoopeu lhl~A\a 'liP tha Pan.!~& Rlwr. ~ -
~ &l'llir lllelw!M a oo-oallld ucu \ lllo rociMn\, 'llll\ l.hio _. 

rtcrui\od 1Jl \be .I.J'pll\lJle pJ'OYiAOI Of J'orw:>oa, aloh h larplJ 
popula\14 11¥ ~,..... J.A up11\1AI alll\ar7 ailliOD •• 1\a­

U onld at AIIUJlOlOD wMia tha .r 'llrol<o ov.\, 'llll\ \hie •1 pi'OIIP\11 
•UhdraWII. '31a ~ anv ha4 \Ill holp ot a fn forelcll 

o!floero , lllal'lldlnc a -'1111' of lhl\e IIUelana , 'llu.t oal1 " ball4tUl 
ot Ar"e11\1Aie . ~•• ~&Jl cLealola, bowwr, hr.w no\ aonld 
t o conYlJloe eo• f orelcll o'llaorwn ot \Ill •Uro -.. .. noe of Arc-­
tine aelina~aa.. Proof of \Ilia ooopeJ"a\lOD 11 balrSnc, as -­
plclOA li.QCon. 1 pa .. \UN 1&4\a llll4 t~ oa to~ tor 
wlla\ \he7 are wor\ll 1ll cnu- preaOA' a\a\1 ot bowl ..... 
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1\ h l uplT \I'M 1M\,.,...._, u a -\r7 ot ao at&\hUoe 
.,.d. !tw ufl.aU• tu\a. Da\ JGal_,. b &1-.p ~'-• 

!!11 .2 ..-. ..,r• or h .. • lh'i "• aOU"Oea are tn, &Ad. nr'-1 
t\t.~mou\1 Deed \o M olleoke4 &Ali n-obeoke4. Por Ullllple, tAb 
t.ho r ite ill \ be coa\ ot 11Y1Ac wb1ca .U Cb&oo lar &114 Wl&Uoa 

ban 'bro,.P\ \ o ~· A l•d! .. l&qer \ol4 • Ul&\ aiDa. 
1932 u lwt.4 "oao 1IP \hne \t.e, r11p0r U,.. .U\ be lle4 \o ea4 late 
un&~~\ \o -.rice\ wl.~ 100 ~ peaoe aow 1Anea4 ot 3)(), 
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!hell I ou:e u pc>Q \ be ......-r ot a t ore1cll ll&lllt ""Ullac 1A late 

oft1oo wUb a ohM\ ot pricea1 .U MlaJ'7 ot lata ~ ~07-

ohi!\t wl\h .U price lrnl . lla YeA\1u'e4 wl.\b eo• -\ioa tlla\ 

t.ho ooo\ ot ll'fiAc bad COM 1IP 'beheu 300 &114 400 JIOI'OOil\. ~ 
I \albcl w1~ a ~ovp &\ .U I&U ollal Coated.araUOD ot LUor ,._ 
ao11r\ed. \ha\ \be riae -.. 100 penoa\. I pol\ U ~ u a 
Par~ t ao\ \ha\ .U ill.ar,..e bad 'baeD a\ leu\ ~ee-teld, 

Jill\ ~·· lla.,. ~ 'behlAd., &Ad. ooueqv.u\}¥ \bere h •­
QOIII1d t or d.iaooa\Oil\ . '1'llo oo- la'borar 1A \oWD IMI<oa alia\ 1110 

Par~UI peaoa a cia¥. ill \he COilAVJ allo'Cl\ 100 (rupeoU~ 
liO .... as co11\a 1a o.s. CIIUTcq). •ace t~e• tvniohed. -, lakt-
1oad.ora illd.1ca\a a "•enl rho ot tl'o. 3)() \o 260 perou\ troa 

1932 \o .U pr-eau\. ~· l&'bcr _..._.,, claiM · - 26 ,000 ......... 
r he nroace~\ 'lllliou are t011114 uoac \ha por\ worker• &114 ill 'IIILU~ 
111C COU\l'llOU OA , pacld. .. llo'Cleu, \a&\Ue &Ali W. t ac\oritl , Ul4 
011 \he ra1lroa4a &Ad. a\r .. \-cara . I ll lV3l \be l a'bor UAiOAe were 

d.1uolYac1 'bJ \he ~1ar1 CQft.--a&\ , llu.\ ri\h .U •-••ion ot 
eo1ou1 Fr&IIOO ill u ae, \be7 ... n \ ap111 ill\o .u oJIOII I \be 
II&U oll&l CollteUJ'aUoo ot U.'bor -.. t oJ'Mci, &114 • - p1lla were 
oacie . Laaun now a4Y- \a a ec1era\a poUq &114 "d~Uo" 

hlld.enoiea, &Ad. plq ~ aocialh\ a11<1 o-m.ot 1uao, which ill 

\ht paa\ bad. - •- ~011114. 

llooe\hale .. , \be d.aacer ot •o-m._. 11 o1\0c1 'bJ \ be lll.l1\ar7 

u .)uA\it i oa\1011 t or \be preau\ c11ot&\or1al ... c \ . I\ 

U J'ftt eqaall7 ..U \hoee ~ - clalef4' &nV' oUioera &114 
war ft \OJ'aii.O - wbo \h1Ait ot ~elftt u t a e oh\, all<l wbo or~ 

h od \he •Fru \a u OQorra• . ODe ooloael \old •• •2bt ottieore 
....., taa oh\ priAc ipallJ 'bur•• .U7 are oppoaed. \o oo-t•, 
which h \be wort \ \Jpe ot d.1o t&\oralalp l &114 ill \be paa\ oo-'•' 
1daaa ha.,. 'been •\roac .. ,.. .u aa•••·" '1'llo •n-an \0 u OQorra• 
haa a\t&clat4 'bo\h old par\iea, or1Uo1sea "al"PW" d.taaeor&OJ, &114 
ar~a t or na\101l&l1• &114 c11c ta\oralalp. Opill1ona dUter w1UlT 
• • \o !low ...., rMl 1nt1- u llae. Aaiu troa .u .,.._ .. , • 
1\ cion no \ qpeer \ha\ a.e1 &114 ta.ch\ intl- llaft _.. ...., 
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4eD'· S.. of \M _,..... OUJ7 lWlaa Mol Oeraa propepMe& 

\o\11 ~~&lioAP11Un na eUoole la A-o1oa, lla\ alaiaflT t or \lloou 
• • ah114reo, ra.UZ. .._ \M ~. !1M ~- &0'1'.,._, 
or4t rtcl 36 airpleua ,._ I~ - CePI'OD1 ~" Mol n&\ ~'-

111, 'l'ht t1rl\ alii~\ n oa\17 ra.obe4 "-o1oa, lla\ aa Mea 

htl4 1e \he .,...._ u\11 ~ •• raaq \o aloe ~'· 

Jl!l\ DOW \ba\ &be Ob&oo al' 1a OftJ', \be &0 ... .._, dl>ee DO\ ... 

lilt pl8J1u, IUid. 1a rapor\a4 \o M allopplac al"'OID4 \o tla4 a 

.,..kiiOir t or &!Ieee uae\84 pou. 

'1'~ aoe\ 1e\aru\1Qc fora~ 1ntl-oe 1a ~ 1e \lie\ ot 

.~.rcee\111& . !i'hare 1a DO 4GWI\ \b&\ \Ilia ''llaakwo04a• rapa)ll1o , 

wh1ah baa Mae hoDU al' -\17 t or \hr.a - •1••• talla • 1\llia 

Ar&enU""' a a oo110111o .-pire. Be\ \Ilia 1a 110\ diU prlarilT \o 

h .. .,. 1ena-h ot :aa-oa Airaa ae.pU&l, ArPII\1Aaa era \be 

lo.r""' leedllolc1ar a 1a \be Clbaoo, lla\ a\ \ba\ ~. ·...,r~ ot U..u 

""' ' \r&Oh pro..,..lll7 c1o• eo\ aoaac1 t5 ,000,000. .t.rp nUDa oap1-

tal 11 alto r"PQr\84 la \M ra1lroe.4a , &D4 ill ~~ alrea\-ae.re ot 

lilt cap1\al . 1\ &lao 0011\rola U.. lll.bellon\all l1Da , cnm1ec \be 

e ot \ illpor\&D\ a\-r the\ whiah lillb .t.euc10D 111~ :aa.-
Ai rll . Allcl U 1a \broQcb 0011\rol ot -Dl C*U Oill \ba\ ArpDliD& 

hu wild •- Par~ f M l 1a a a\J'aiiCla-hol cl 011 U..1r eooacae 
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Ute. J'or _, ot ~·· tore~ \n4a soaa doc &be riftr, \ 

tho crea w r par\ ot U 011 lt1llello<r1\oh 1loa '' , &Del _.. ot U 1a 

\ razllallippM a\ lluDoa Airaa. It .t.rpD\ illa Dloeaa 1\a poru, aa 

bappenacl a Ja&r aao .._ ,.u ow tnar aa rapor\acl 1e ~. 

&hh illl&llcl raplllllio h OQ\ ott troe She ..orlcl. Kanoe, \he -.. 

Shor1Uaa a\ A.WD010D era plq1Dc 111\h \ha 14&& of &D ov.Ua\ 

\hroacb llruU , e1\Mr 'lo' a roac1 <ria Ipaaw \o 0J>811 -.p \o WV1.a\ 

\ rntf1c \ he t-. t&lh \hera& or 'lo' u \allllilljl &be CCDo"PQ10G.­

Horqu \a ra1lroe4 l ine \o \he eor \haaa \ \o • •' a a1a1lar pro­

Joc \101 liea 011 \ha .BraeU iaD aU. . Ill>\ appaaliec aa \M .. pro.jac\a 

l ook on U.. -.p, \Mu a CICIIOIIic u \111\J 11 ll1chl7 c!WI1ou. I _.,, 

howonr, ~ a ..oJ'Il t or \he ~c~>auu J'&lla , wh1ah \M piclallooll: 

repor h are ~r \hall l~a &llcl h&l.t ap1D aa w14a . I tln 

OYer til• oe 111r ~ n-o. Sao l'Uilo \ o .t.IQD010D, aD11 ~., era ""~ 

coa.; a lOGe ~ \o '"· 

In ac141U oa \o a111\ar7 cloe!neeoe &D4 - _..,.so 41alooa­

U oa, \be war bat lleqv.aa\hac1 ~ a • •• ov.\loolr: OD \M tloan. 

Cap\aie lloee&DO, 11.1D1a\ar of war Mol pdua\a ot ll. l .'t. &\ lloa\011 

aa14 \o .. , "Jo• a ..-..&ow ot \bUy 7a&r1 -.. ._ 11tW . lD 

\be pau we be" M4 ov.r ~" o•wn4 oa a _,. ~• w lmn 

WI "CCV.lcl Mft \o ~\ a-U... Be\ DOW wa- look UaaU \0 

co~e,I'Q0\1ft &llllaal'OI'a . • .t. JWot•aOI' rart..UC \M nftl\a ot \M 
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( 
TREASURY D~ARTMI!NT 

Sooro\a17 llorpaU.. 

11. .A. Harr1a 
r. Ha4lq 

..... ·OT-Mr 21. Ull 

Ottrb bal.tiop gf Lift IP'VMP' Q=cptee 

At of ~t :n, 1938 (tiM lated date for wbic:A oaah fl&uNa are 

an.lla'blo) U.a .t.uoc1a\1on o f Lifo Iuu.ranco Pna1uata, npre-tbc 

37 c.npan1oo uel &boll\ 88J' of Ufo 1Daraaco ~ rot«lroea, reporW 

a eaah potH1on of $803 a1111oa. !be oatil potl\lon of ul lifo 1u=uco 

eompenl.et a t that U..o waa oatiaate.l to bo eppro.ztaatol7 t940 aU11on. 

At \be pre tnt U.ao, w1 th oatiaatot arouel tho atreot ructll& trca 

$700 million upwarcla aa to lifo iuu.ruco CCIIIJIIIII7 caoh , 1 t h r•ao~~ablo 

to "otl1no that the cuh poa1\1on h 110w -ftbat l ower thu tho 

J.u&utt 31 ficuna. J ut how IIIIlCh r ollllctlon hu taka place 1a 110t 

4ot·t m1nablt, Lifo 1JiftftAOO ~ pa.rohaaM of connact a-nuoa 

&loaa t1DCo that elate han totalocl &boll\ $110 aillioa &Del parchaa .. of 

other tecurltioa La•a "- o.ar t4IJO aillioa. Bo...,.or, onl7 a ..U 

part o! thuo pv.rohaaaa ~ baw -..... la •-u of Mt cuh ncoip\a 

aad maturt~~& polio1ot uel inoatacta. 

Tht .Aucua t :n ficuna of $803 aillion for tho 3? caop&Dioa 

approaohtel u.. all tiao b1&h of $136 ailliOD nechM ill Io••bor 1936 

but whicb clroppoc1 to teo~) a1111on W1J1c Dooabor 11136. !be lowat 

• oWit 1D \ha lad f" TO&" waa til?? aillioa 1& .Apr1..1 193'7 followiac 

tho t n are c1oou .. of ptw =t .-rlQ' priooa Gr1aC llaroh 193?. 

Larce e&U hol41~~C~t-.. obazutori.- ~' 1 earo oo.paro4 wt.u. tiM 

Caah POt i Uao of -.rUG' ,_..., Ia Dooabor lt30 84 lnl. the fi&VM 

•oro •~9 111111• ... $110 111111• raopn\1ftl7, 

' 
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llopt Of(trtye p4 Prteat Statpe 

of th• Jn Iellll Mfrlplt 

'!!be olll7 11.., otter111C 111 recct WMD \he.\ ~~ 111 azq -1 bee 

1ucll;v 11 tha J.rcci1» llepubl1o lane. llr. lla\\ea011 \ella ae \hat 

n 1a beiiiC a1 owl.T a'baorbe<l &114 \he.\ accor4111c \o hh clleciiMip of \he 

earlolt 1t h the olll7 lane rca1Al.~~& CC1a1ple\e17 waao14. Be ruther 

1~atod that dealera are 110t al&l'llle4 o.,. r the reeeptioD accoMed thh 

ofterlog. 

'lhere ha.,. belli 110 1arca corporate offertoga ao tar \hi a aCD Ua 

and the olll)' t wo ahaable offer1~~&• were Uae aboTa J.rCellt1De iaaue 

(25 million) ud the c.n.uo.n GoTenaut 1aaua(40 a1111oDa). B'onnr, 

a 1111:l'bor of coapuiea ha.,. f1led N«1atrat1o11 atat.ch for 111'1' i .. ua. 

!he mDre illlporto.nt of theae are 11ate4 below1 

1. 'l'he 0111 ted Secur1 tlea Campo.n;y of lliuouri (o.n ill ... atmut huat) 

co••ring $16 ,000 ,000 of 111Teatm .. t cart1ficatea aDd $10,000,000 of 
United !wad truat eert1f1catea, 

2. 'l'he llorth .AmeriC&II Canpe117 ooTerille '775,000 aharee of -
otou withoolt par Talue . Total otteri!IC $23,250,000. 

3. The 0111011 nectr1o Compa117 of llhaour1 co ... r1ng $14,300,000 

iuue of $5 praferre4 a took. 

4. !he .t.ffU1ate4 fll.lld, tDCorpora\ed co.,.riiiC $4,000,000 +-1/zf, 

lo-:rear debut'II.Ha cd 1 , !106,000 aharea of _, etoclt. To tal 
o!fer1og $10 , 519 ,000. 

5. Tba Oe11tral lll111o1o Publlc Semce OoalpaD1 co ... ring $38,000,000 

of 3--3/4'1> fire\ aor\pce boada o.nd $10 ,000 ,000 of 3-1/2 to ~ aerial 
dol>Cltureo. 

Alao, two coDTeri1ble 1ua ea a .re oa file. !heoe are e~ec\ed to 

0. offered before tbe e~~d of the ao11th to otocld>oldera aad 1t &117 

riOlalD Ulltubaor1be<l tbe7 will 110t be otfere4 piblicl.T before the a1d4le 

or Dec•ber. !heM hsuo are $35,300,000 a-.-lUI Sdiaoll aD4 

$Zl,07J. ,600 Oo11U-tal 011 debeD-•· It 1o qaH• llal7 Uaat atoo»-

\ 
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11o1111tn wUl UD 'lip tM pea\ '-1k of M* of tMM b-

!tl.e CcF' Ml* Mi- Cc I l !lu ~- Ul"' p4 to p1Me 

prt .. t olJiD tM aar flltve t&&,OOO,OOO of ftr .. a oJ1CIIeo 'lloa4a 

ri\11 a tow i aRJ'UOO c~too. 
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To 

TREASURY DI!PARTMilNT 

INnR Om~a ~MUNICATIOH 

S.oret&r7 llorpa\baa 

II, A. llarrla 
... l!adlq 

04
" ' WOT•bor 21, lt38 

4 lbpr\ lllyin of t.h• u. S. Gsmm•t 

SIOViV Mvp\ 4priM Qt Put IMk 

!lo clw>&• • of eip1f1caDoo took place 1D the ...arlcat for u. s. 

weel: prtc .. of U. s. 'l'I'M.aU%'7 bond• drlfw.l to lli&htl7 lower lnoh 

to (illic t tr&41114;, plao1Dt; \he aYe~ pric e of Ill 'l'raaeur, bolide about 

3/8tb1J o! a po1Dt below \he Jaar'a hip, wbicb waa .. tabl1ohecl the lao\ 

nek in October. Scao ..all lot 'bu71Jic of a Mlecth• Dalure ccDtiDiled 

to come i nt o \he marlcat, wi \h a owah fUmor tona noted \he lut two da,a 
, 

of tb1J weak, Lo.... fer the wMk r~ed to 7 /32»4a, wi \h \he aft~ 

lou b;y all 11m•• allollt 4/32»4a. Bowner, a II'IDbor of t ho aborter 

In the f reaturT DOte .. rat the "'rl&bt•' .. , wi \h - d-4 alld 

advanced 3/3'l:ldo to l0l.l8/32»4a ~4. 0\her DOt .. were quie t aDd 

&enerall;y m•c>wnc<Od, wi \h \he acepUOD of \he two l ouceat u\orl Uoo, 

,., •n' Por~ollo• 
Week to ... Jc chaD&•• 1D llol41uce of u. a. Gofti'ID•t .-r1Uoa 

and i\l&l'Uteed ollliCatioaa coau- to lie ...U, .. well ae \he total 

emount of \he hol4111C•· Bol41IICI of '!reaftl'7 not .. •\orlDC wi\hia 

ou year lncreaaed te,IIOO,OOO, wb1lo holdliiCI of fre&IV7 bollda clHreeeed 

$9, '100,000, !be aborter DO tee are Ml.a& JIVOba•ed for \hedr 1 1'1.Ctlh1 
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ntb. 

D!ll.•n' Por\{oliot 

( ill 111111ou ot 4ollare) 

Bol41ap Bol41ap 
loL 12 loy, 11 f!ttin= 

Tr.atur)' boDch 14.11 4 . 8 - 51,7 
TnUUZJ no\ea (1 ;rear) 47,0 56,51 .. 51.51 
!TaUUZJ notea (1-5 ~) -4,11 1,0 .. 11.11 

Tr.atur)' billa 13.6 16,8 .. 3. 2 

B. 0. L. C. bond a 1 ,0 1 . 4 .a o.4 

l. P. II. C. bonda 4,1! 4,j! - g. ~ 

76,1 85,1 • 9. 0 

I n StC5lr1 p I '!9.!' 

Thera wera DO C<>rporah boa4 otter~• 1aat ...U. Bowner, 

$9 ,000,000 corporate DOte a, $31.,400,000 .....Ucipal bond awards, u4 

$40,000 ,000 Dca11110D ot C&llda nfW141DC boll4a wera ofhra4. The 

Cau.cUan i .. u waa qu1c11:17 ao14 aD4 baa ..-J.u4 at a aUpt pralli•. 

ComopH Bop4 Mark!\ 

Dllr1D& tha p,..t - lc pricea ot beet qua11t7 ia.,..a .,.,. lOOTed 

rltbill a Darrow r&IIIC& althou&A the paeral t..,4&D07 haa Mea t oward 

lower l e,..le . 11&41• aD4 low craM ia.,..a, atter reach1111C a aew hip 

•Inca Sept• her , 1937 on lloY•'II• r 12, ane4 lower le4 '117 lhe rail 

lanea. Vol•• •• not larp u4 ac\irlt;r •• coatiae4 larpl;r \o 

special croupa auch a a the lin York traoUoa ia.,..a u4 boll4a of lhe 

Lohicb Yalle;r Ba1lroa4 u4 the C..tral llall,_. of ... J ere.,. la-• 
ot lha two ra1lroa4a _ ... wen q111 w waalc oa 1Je4aeedq aa a renU 

ot 41aappo1a""nt oftr a coart ~1a1oa uphol41DC haa'Y;r taua iolpoae4 

UPDD lh• ra1lroa4a 117 lh• State of llw Jerae;r. 
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1M ld'nl -"'Irate 'M pt 

!nDoaC\10111 1.D the .a!'D\ -- -calli ccnflucl to \be repl.ac .. 

aG \ o! the wHld7 !r•ftJ'T lllll -\ui\7. Lu\ '11Mk11 ••rl\7 

237 

.. ountecl to $1!0,860,000 eel ftl replacecl '117 a lllal par aoua\ ot tha 

. .. bUll clue lelll'll&J'7 16, 1939. 

'fnMVl Iayntc t •'AM1P'' 

!!'hire were 110 po.rchuee or Ml•• 1.D \he ... York arlalt. 

!!'hire ..... botoeYer, a 111••••• t et fotOO,OOO tor \be ac001111\ 

o! U:e u. S. Ooni'ID&t Llte IIII'CIZUCI Pwld 1D Zf, epecial 6-Te&r 

f rNIU%7 110 \11 . '1'be U. S. Oowe.,...t Lite lJl......aDCI Pwlcl DOW OWll 

$2,000 ,000 ot \lleae apeclal not••· 

' 
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lloTeaber 21 , ltSII. 238 
Q-f..._ Cq......, 

A ppn MI!ARY &JRVKI 07 EXl8!'DI) DPllllllnUBK J190G1W1S 
IIIICII ARE B!li1iG J'DWICED Wl'D10111' U8K o-, llil1EC'l' PUK.IC 111B!, 

OR IIHICB JaGIIT BE SO J'IJIAB:ml, 

~~~~~~ 

I - o ... r tl bllllon or guera.at"d debt 1119>1: be eubaUtuted a1: 

IA1 time tor public debt , it au! table a~at~tiTe aa4 legielatiTe 

utton wore taken. 

(a) t.he R. 7. c. hu $600 111llion or borrowinsa traa tll.a 

Tree81ll'y wllicll. it could retire by 11auing Us own debenturea. 

This requirea no legielation. 

(b) I t new leg1elatiol1 were enaotsd, a110ther one-llelt billion 

dollara or direct publi c d.ebt 111gl>t be retired b:y iuw.ng guar&D­

tosd bonds agaiut exiaUJIS aeaete. Tile R. r. c. 111gl>t retire part 

ot its oapital stock l!.l1d the BDLC llligl>t take over aharee of sanns• 

and loan aaeociaUou owned by the Treasury. Aaoeu or t.he - .rgenoy 

crop loan p:rograa, assets or the rural rehabU1tet1ol1 prosraa l!.l1d 

assets that have bean t~tarred to the U, s. Maritime eo..iaaion 

111e;bt tom the aacurit:y tor iaauae ot newly authorized boJI48 or 

110taa or Jedaral qa11c1... Aay such ~d1ata radnction ot -

public debt would be at the expe118a or a correapoi141JIS reduction 

in later ~'Bra. 

n - ~llditura prosr-a DOW 111 axiatance or oon~lated to the 

uount ot - halt 111lllon dollar• a yaar 111gh1: be tiauced wtt.hout 

tho Uh ot direct public debt , prol'id1118 auitable ad111111atratin all4 

ltgialative aotion were 1:a1ta11, 

!Ilia conclualo.n reate on t.ha rollowtns col181daratioua 

\. 
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(a) A maher of Jadaral corporate asencl u, whose capital 

atock 18 oced 1ll wlloh or 1ll part by the TreUUl'J, will au~t1-

cally contlllua to Jlllka lollll4 largely without further u.ee of the direct 

publ i c debt. kiDilS theee llN the t1D.it ed States Boualllg Authority, the 

c-dl ty Credit Corporation, the 7ederal &lie Loan llaDka aDd the banka 

e.Dd oorPOrat1ona or the Jal'ID Credi t Adain1etret1on. 'Die one of these 

.. bleb will clearly be expendillg ita assets s teadily 1a the 11n1 tad 

Sla~ea Bousillg Allthori ty; Us loans, to be financed with guaranteed 

bonds, M y reach e total or t 1110,000,000 by next 1111l8 and My lllcreaae 

by &DOther t3o<>,OOO,OOO in the follOwillg fiacal year. 

(b) If the R. J. C. undertakes to tinanoe ell its further 

loans by issuing guaranteed ootea , a loan expa.naion which ndght amount 

to anything from tro,ooo,ooo to hro,ooo,ooo could be tlllenced without 

lnnaad ot wi tb the use ot direct public debt. 'l'b.ia would lllelude 

loana to Dlllicipal1tiee in COJlllact1on with the P. W. A. progrsa. lolllUI 

to ra1lroada , loena to public utUi ties, and loana through the li. r. C. ' a 

euba1d1ariea, the Export-:r..port llaDk, the R. 1. C. Mortgage C<mlp8Jl7 

end the Federal • •tional Mortgage Association. 

(c) It suitable legislation wre enacted, certain other ex­

Ptllditure Pl:'Ogr..ll already in existence, which •1 rwt troa tlOO,OOO,OOO 

to t 200,000,000 a year, a1sbt be financed withOut inateatl of with th.e 

uae ot direct public debt. 'Die .oat proaaiaing of theM prosr- tor 

thie purpose include Rural :ll.aotr1that1on loana (JIOW financed partl7 

tbrouah the B. 7. o.), '1. o. A. -rseney crop loana, Bultheatl-lonea 

tU~~ tenant lollll4, rua S.CIIlrit :y Ada1n1atrat1on rural rehabUitat1ca 

' 
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lOOJll 8lld V. 8. llllri~iaa c-lulon illllp oonatructloa. 

III - The poealbll1t1ea of illlln1118 u:r 111batut1al pan ot 

current budgetary ell:pendl tllras to eelf-tlllallolDS ageaol .. appear • 

l1JII1ta4 . Bownar, u eneu1oa of oe11:a1n aotl'oitlea ot the 0o'f8:m­

•nt tbl'OUI!h aelt- f1111UlC1Dg corporattoua wollld laaeea the 118ouelty 

tor other large aJ>d oont11la1D8 budgetary axpell41 tllrea such aa worlc 

rallet Olld p11bllc wo:r!ta. 'ftlua • ahltt ot oertal11 axietlDg progreaa 

t o a aelf-fiiiiUlolng basta plus an extanalon ot OoTe~nt actlTitlee 

that oollld be eo fliiiUlced wolllcl. pemit , either dlreotl:y or 11l41ractl:y, 

a budgetary balance to be attained .ore qlliclcl:y, :yet With no .ore 

4""8er, th&ll 1e now poea1 ble. 

2~0 

Regraded Uclassified



TREASUR Y DEPARTMENT 

WASHINGTON 

Nove~~b&r 21, 1938 • 

• :t.AJ!LIIIDW FOR WI. IIURPHY1 

This afternoon you subni t t ed to me for exomination 
thre~ typewritten documents of several pages each de­
rc:·ibed briefly as folloTis : 

1. Eight typewritten pages , first page ~>&ginning 
"If we overhauled our oreeent s ·rstem, • and the leat 
oege ending "the 114.111e tocbni c;ue at the .....,e til:le . • 

~ 241 

2. Fourteen typewritten pages, firnt pare ~>&ginning 
"As a supplement to the budget,• and the last page 
ending •workers and their f acdlics . • 

: . Tnree t ypewritten pages , first papa bep,inning 
"A PRJ.:LI MI NARY SURVH," and the last pnp;o ending 
"than is now poosible. • 

An ooinion wee requested es to whether all three of 
• '>t. doc:ucents "~<ere orepared on the sm=e type-Titer. 

I have made en euaination of these pa!)Cr ft and as e 
result of this study it is ay opinion that tha docuaents 
dc"cribed under Itees 1 and 2 above were nrepared on the 
SMc make of 11111chino but I have been unaW.e to fora an 
ooinion as to whether they were prepared on the same me­
r.hine. There is s diff erence between the color of the 
t~"Dcwriter ribbon on tho machine or machines uoed to pre­
nur~ the document described under I tem 1 and to prepare 
the f irs t eight pagoa of the document deocribed under 
lt•m 2. The ribbon used for the re~~~~ininit six pares of 
l'ea 2 is s:l.ldlar to the ribbon used for Itea 1. In Wflf 
opinion the cypewriter or ty-pewriters used to ~repare 
l te::lll 1 and 2 1111.s not used 1n preparing the doc1110e0t de­
ccribed under !tea 3 above. 

The three typewritten document& are attached. 

, 
of ~ueationed Docuaents. 
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j ,i\. iZ li-~-'2 
TREASURY DEPARTMENT ' ~ 

) 

PROCUREMENT DIVISIO,.------~rr 

WASHINGTON lov•ber 21, l9k) 

Subject: Prograaa report on cb&Dca of CCC unitoru 

ID eccordance with telephonic orders relative change in color and daeign fro• the 

UWo1 olive drab to a forest green, I wish to report that tollowilll a IIUIIbar of 

":!:~:~.;conterencea with the ~eruater General.'a Office ot tha u.., and tbe re-

ir of the CCC, the erploratoey work ie rapi dl¥ approaching a concluai on. 

S&lleat.pointo aru 

(a) 1 d.lstinctiYe foreat gr..., unitora of 32 os. ltereey IIACkiDaw and 16 os . llelton 

""'''"''• dtb a !ield cap , can be obtained a t prices somewhat lower than the Arrq issue 

Wll.forms have been IIIAde up and submitted to llr. llcl!btee which meat with 

tull approval. 

(b) The A:rllly ai W.ation 1a that, with certain 1111nor exception&, they have atocka ot 

or cloth on hand purchased out ot CCC f'unde durin& the last fiscal yea:r autficiant 

"'!'?11 the aeeda of the CCC until December 31, 1941. 

(c) It appears that t he shift froa the olive drab to the toreat green uniton ' 
.d be ude without serious econoaical loas by the fall of 19401 the An~¥ could make 

cqe, ready tor the Fall outfitting period of 19.39 o~ by placing in Arrq reserve 

tbe quentithe of unitoras anc1 cloth which they &8¥ han then on hancl for outfitting 

lobo ooc. 

(d) Tiley report th•aelves unable, through inaufflclant tunda, to pay for euch 

otocb troa their current appropriati ona and that the aonay tor ~ new f or est cr­
llllll<>niS tor the CCC would have to be supplied by that orsanisation. 

(e) llr. l!cEntee is oonaideri.ng a schedule which c!ont•platea the naw forest il'een 

taking the place partially, or gradually of the ~ oll-.e drab. 

(t) I.n a conference today the two J.nl:f repre~&ntativea desir ed a !\lrther period 

l«o de1• or two weeks to eett-ta their eituation acre accurately, ancl another 

d ll be held Deceaber 5 in the Office of the CCC. 

(g) Tba policy ot the war Departaent hes been that u J.rm1 Service baa equipped 

CCC, lt • ould be prete.rable t or the latter to take the l.ra1 standard rather than 

0" distinctive col or. 

It that tha ~ stocks ot their nearve clothing are low because they 

a tbanie froa the oll..-a drab an4 khaJt1 to a •eaokT-blue• or •alate-blue• color, 

the adaptation to t1el4 oparatione by this cb&Dce 1a in an exploratoey •tas• o~, 
together with the tiae required for actual service teats in the field, it will be 

tour Jeara before the ~ could be N&d;y to Mke the ahitt fro• oli-.e dreb to 

!of-blue. 

A .lllrther report will be subai.ttad tollowilll the nut .. eti.ng. 

-t£ L~, ' 
D~•pt __, 
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f.b.e Secretary of 81oa1oe preuab .b.ie ooiiJ)lillmh 

243 

t o the Honorabl e the 8eore1oary of the frea•ury, and 

enoloee• one c opy of d .. paioch Jo. 1469 dded IO't'e.ber :5, 

1938, .troa the AHrican labauy , London, tr&DA1U1JIC 

a repori: on Br1 U•.b. t1aano1al aesi •1oanoe for China. 

l no l oeure: 

lo. lo&e& of Ja.•ber a 
frca Loll4on. ' 
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OoftrauD\ rill now oona1ct.Jo \be po .. l b1llty 
or a loa.n bel.Da g\lal'all\aed to t h e Cb.lnaH 
r on~t t or abdlar lNl'PO•••' 

The 'ODder-sooNt&J7 ot s -..ta tor For­
ei gn Atta1Pa (ar. ~tlaP)I Hla MaJaaty•a 
noyern~ent aN at the aoment unable t o 
al ter t b.alr doolelon not to lntroauoa the 
la~l alntian wh i oh woUld be neeeeeary it a 
loan wer e to bo t,-uarantoed to Ob.lna, bull 
o ther praotioabla aathode ot aeaietanoa to 
China wi ll cont i nua t o rooal Ya oonaidaration. 

llr . Iiander eon 1 I • 1 t n ot • t ao t tba t 
ho1till t ioe baYe he en taklns pl a oa between 
China and J'apan tor 10 l!lonthe, and 11 the 
nou .. to undOt' l tand tha t Hie MaJe•ty ' e 
'"ovorrunent d.o not intend to glYa any a eat•­
t anoe to China, alth ough they haYe voted 
tor t h e rour reaol u tione at .JMaYa in 
favour o r a eustanoe t o China f 

llr . Dutle r : Th e novarnment int end t o 
oarry out t he po11oy a e l nl t i atad, t hat h, 
to fol low the ap l r it or t he r e aot utlona. 

Jrr . Dalton a l a 1 t not true t hat thto ra 
1a a url oua cU.rt erenoa bet ween t h o l'orelgn 
orr l oe and the Treaaury on thl e matter , and 
t hot th~t la WhY noth1n1 haa been dono ? 

ll r . a&t1ar: The (.Ove rnman t are a l waya 
uni t ed on avery a attar. 

~r . Hoal-Bakara I t 1 t ie poae l b1e to 
lllllke a loan to 'turke y , w1 th hi ;hl y pr ob1-t1oal 
r a N 1 te, wi ll tba OovaMUllent n ot oon.J.dar 
Whe ther they can lll&ke a loan 1n thle oue 1D 
order to t'Ultll t halr obllr a tlcna under t he 
':oven ant! 

~r. Butler • I cannot acoapt t h e lnainua­
t i on ln the hon. llember'• quaa t l on. Thera la 
a ditt eranoa between China and Turkey.• 

~ ; 
t'. • ':... 

In ooanao~on lrit~ str l"''e darlok Lal t h-Rou• remarka, 

.., "' 1'epor te4 1n •o~ Ul:lol of Ooloobar 21, 7 Jl•••• the tollow1D& 
;__~ ~ J 

excerp t t'l'oa ad;a~[IIPtpoh -4o b7 the PriM 111n1atar 
! I 

ln t be Rouao ot C ana an WoniiiMr 1 , 1~, ( H.wnuJ"4 

Col'- 81), la wor\h7 o r DOte : 
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•Ao to Obina, I - c..l7 M7 that th­
aea1n the right boll, O.U-.n appearo to 
•o to bo taldng an -.eooe&l'UJ (;lo~ Yift 
ot t ho t'llture. He •olr• ot OIWI& u 0110 ot 
tho l a rgoot potent.lal Nll'koh 1A tho worU. 
Potential - what dooo that ae&Df Ohlna o.D­
not be donlopecl into a roal •arll:ot •Hhau.­
tho 1ntlwt ot a great 4eel. ot &elllkl, ..s 
tho taot that oo lllloh oapital 1o boiaa 4Me­
troyecl during ~hl• WIU' .. au that o~ -. 
oapl t al w1l.l han to bo P'lt into China 1n 
t.bo til tW'o, When the WIU' 1a ovor. Who 1o 
otns to .uppl)' tho oapl tal t Tt 1a qu1 to 

oartaln that 1t oamo t bo llll"PP11od b)' .Japan, 
Thorotoro, Wha tho right bon, r ontl­
a ppoaro to oonteplato a tutW'o 1n •h1oh 
Japan •111 havo tho .onopol)' ot Ohinooo trade, 
and wo ohall bo uol'llile4 t'P- 1t altosothor, 
I aa y that that 1o t171n6 ln t he r aoo ot the 
t aoto, It 1o quito oortaln that, whon tbo 
war 1o over and tho rooonotruoUon ot China 
bo[,lno, oho oannot pooo1bl)' bo ro-oonotruoted 
witbo\11'1 - help t'P- thla o OWltl')'. (lntor­
I'"Ptloa). :ft&at lo a -uor t or thooo •hD 
are a*e4 to 11lvoot t halr 111«\07 t o oonaldv 
at t ho u .... 

Roopoott'l&ll;r ;rouro, 

Por tho Amll4loMC!or 1 

R\ldolt •• llohoefttol4 
Firat IIOorotar:r ot Dlbaoo;r • 

246 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

2l lo••ber 1938 

p!UJW!! TO TI!E SE(;R!Ii'!'ARJ 1 

~bject1 Peaceti.&e Price Control Collllittee hetill& belcl l8 lonaber 1938 in 

11r. llorris1 office, Office ot t.be J.ttorn.e7 General . 

247 

fhe ... till& WU conYeMcl at JaJO P.M., llr. llorria presid.i.o&. The 

tollowine &lao were preaento llr. Bell ot tile .Attorney General's Office; Dr. 

Eseki.t, llr. Appleby ancl llr. Black ot t.be Depertact ot .lirlcul ture; 11r. Cox ot 

tilt Treuur)' Departeent; llr. EYerett and llr. Meehan ot t.be Departaent ot Coa­

••~co; IUicl Coacl.r. Foster, pro;q tor .lclairal Peoples, Direotor ot Procur-t. 

Ual.ral Peoples wes U118ble to attend thia aeeti.ne because his at~ce wu re­

quJred at a aeetill& ot the Taporar,- lational !conollic Co.-J.ttee belcl at the 

aut tille. 

TWo INbcoaittee reports were preeentecl tor conaicleration, one pre­

pared b7 Ac!airal Peoples ancl the other b)' Dr. l!Sekiel, 11r. EYeratt and llr. 

IHban. Botb Yere conaiclere4 but cliacussion rnolYed arouncl the second mb­

coaittee report. 

This neond aubcoadttee report suggests three ••tbocla ot price con­

trol to ba exercised in ti.ae ot peace, aboulcl a aaJor war !lanlop UOIJ& lhropean 

COIIDtriea. They were presentee! not aa al ten>&te proposals, but as aeans to be 

a~plied concurrantly, eacb atlppl-ntill& tbe other. Tbe -,jor pointe raised 

under each proposal are set forth below1 

Proeoaal. I 1 Poolin« ot Foaim Ordtrl' 

This aethocl propo .. a all toreip orders be poolecl throuch end con­

trolled b7 the Bl&rplua Co..oditias Corporation, actill& as broker. It was tbou&ht 

tbat Yoluntary coapliance ot toreicDera w1 th this poolill& scb- in aoet caaea 

Could be eftectecl through cliploaatic .,reMent, but tailing that, anforceaent 

-.ld ba ettectecl through the Treaaur7 Depar~t 1 s control ot toreien axcb&nee, 

•bJ.ch in effect would be tantuount to the establiebeent ot a .,..tn ot licenainC 

!or all foreip shipo~enta. 
It 'AS stated tllet it wu baliancl th1a aethocl coulcl be applied witb­

oot additional leeislaUon. 11r. Golclen Bell wu aalr.ecl to check on thi.a point. 

The queaUon ne re.iaecl aa to wbat aeency would ~tarmine the price 

raac• ~eel aa the ;rarclaticlr. tor exercirlnt cootrol. It -.. ~ tllet the or­

&&JUzation aubllittecl in .t.cla1ral. peoples report, tor tbe coorclination ot all in­

direct •eana ot peecetiu Jrice oontrol, -.. auitabla tor th1a purpoaa, ancl would 

be incorporated in tbe final ~ttH report. 

-1-
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ooJOl II: Co•pulsorx and Voluntarz Control ot Ra.U and Ocean Traffic• 
!!9. It was aueed that this aethod of enforcement , which cloaal,y parallels 

\!.t •transportational Priorities• used during the World War, might prove unpa.lat.­

ablt ill tiDies of peace to U. S. huainess lieD. Evon if its legality were accepted, 

1~ oJ.&ht be considered arbitrary and unreasonable , end cause a revulsion of public 

,~1011 .nJ.ch would .ttigate against the obJecthe for which we are atrhing 

~:,., the acceptance of peacett.e price control. ' 
Incidentell)', under the provisions of Title IV, Section 402, of t he 

fr&lllportation AeL ot" 1920, tha Interstat e Co111111erce Colllllll.saion 1e given authority , 

l•,. e:<ergency, to exercise such control. Thie e.ct also gives the President 
,,tllority in time of war or threatened war to • certifY to the Commission that it 

It 1uenUel to the nati o!Ull defense end security that certain traffic ehall have 

:reference. • 

Prooo&~~l III : Use of Govertlll!ent Owned or Contr olled Reserve Suppy: 
This is nothing more or less than putting the Government in busineea , 

e!thor directly by purchase or i ndirectly b)' loans against commodities , to deal 

~ •elected commodities. · 
The Co~odities Credit Corporation, financed b)' the R. F. C. (which 

-r•••1 is authorized to sell debentures to the public) , "as represented as now 
!.t•illi sll1'f1dent authority so to deal in couodities. llr. Bell "as asked to 
e!:eek further as to the l egal phase of this .. tter. 

It was point ed out that it tight he desirable to deal in COI!!lllodi ties \ 

~It&t 10\lld not he required b)' the Armed Services , but that those commodities 

ob!eh •ollld he required b)'' the Army and llavy in esse we later ars dra"" into war 

rollld comprise a more easily defendable list !or consideration. 
It was stated that this aetbod was worked out b)' the econoal.st ... hera 

•ho U:ougbt that it would enable the reelization of steedy prices aod emplo)'llent 

In the Initial period of declinine deaend - and at the sue tae pel'Diit an ac­
C\IIul•tion of war reserves which later ..-ould serve to cushion the rise of pri ces 

•• dellllnd opproached ca pec1ty to produce. 
The soundness of the economic theory i nvolved was accepted qy all present . 

:bt toUowin& practicel obstacles to the realbation and hence effectiveness of 

t>Jeb a nlan were presented: 
l. Can Congress be induced to ll&ke a veileble fUDds for such a 

scheme? 
2 . Where would the commodities acquired he stowed? 
) . Can the Armed Services prepare a list of requirements to 

fit the scheme? · 
4 . Would the volume of purchases involved in the i nitial 

period ot declining prices be sufficiently uest to 
e!tord a eubatantial cushion to prevent subaequeDt 
rises in prices when i.ncreased dOIIODCI asserts 1 t self? 

It was asreed that unless a concrete picture of the whole can he drawn, 

tor•cu tlng the s ume of moner required, and set ting forth specifically the inherent 

adtenteges involved , this method of control should not he proposed. 

• Cbairaan Norris then r equested Coalander rostar to confer rlth Adairal 

ttoplu •• to the practicability of requesting the J.n11 and lf&Y)' Munitions Board 
0 Pl"epare a liet of co.modities suitable for incorporatioo in the plan proposed 

-2-
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the aubcoeml.Uee , and it !easibb to ask the Adloir&l to work out with lr. :.han a tabulation which would 1Dd1cate the tl'J)e or aateri&le inYolnd and the 
extent of funds required. Fro• thie the ecoiiOIIieta could then project the 
¢•• control poaaibilities of Fropos&l III. 

As soon as the feasibility or the approach just outlined is deter81ned , 
!lr. rutial and Mr. Everett weN> requested to prepare a r eport setting forth the 
..-ttt.ee's recouendation. '!11is r eport is to atreu propoa&la I and III, aoft­
pcd&l Proposal II, and restrict the aa1n body ot the report to but three or four 
~eo, with r~ferences :oa.de therein to Appendices. 

the Co.,..J.ttee adjourned at 6:05 P. II. 

Respectfully, 

~L.-~_) 
Dtt&CEOr ot Frocuremen£ 
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PBACRTIII! PRICll CONl'ROL 

NecesoitY for Peacetime Price Cootrol: 

Control or prices in th l a country in times of peace has been 
appl ied only to maintain them above established minimum figures . During 
t ho recant dopreaaion the N.R.A. operated on thia principle. The proaent 
A. A.A. 'a control over agricultural prices and tho Bitum1Doua Coal Coal­
ales ion's control o•er the prices ot bituminous coal 11Jtewiee are oxer·­
cised t o prnent prices falliJ>g below eatabllahed mini.al\111 fl.guraa. 

The problem with which we are now confronted Ia one of a 
different nature, and arises by reason of the present critical European 
s ituation. Should war break out between major European powers , aoooer 
or later this country would be flooded with large volume orders for a 
•oat variety of our products. If this potential foreign trade ware un­
cootrol led, demand would ultimately exceed our capac ity to produce, pricea 
would ris8 abarply, and our entire economic struc ture would be thrown out 
or equilibr h ... 

Such a situation developed prior to our entry into the World 
War, with reaulting diaaatroue after affects. Analyela ot the situation 
which then obtained and that with which we may now be confronted reveale 
that domestic economic conditione today ere in many reepecta different 
from those of l9lt-l~, but that, should a major war develop in Europe, 
and no price control measures be i.alpoead, t he general trend of prlcee 
would be about t he aame aa t hat whi ch preceded our entrance into the World 
lar . Disrupt ion ot interoational trade would flrat cauae domestic prices 
to recede . Tben, aa increased to roisn orders absorbed existing ua­
utilized capacity, prices would rise. Finally, when production reached 
capacity , further Increases In foreign orders would cause very sharp 
price lnoreaaae, with resulting upheaval of our entire national economy. 

It ia this final phaae ot tbe trend ot prices with which we are 
now conceroed. Neither the magnitude oor the character ot Increased 
foreign demand can be definitely t orecaat; aor can the rapidity with 
which t his demand wi ll manifest l taelf be accurately predicted. It doea 
seem reasonable to predict that It will take some ti.ale for economic forcea 
to adjust themselves to the point where domestic plus torelgn demand will 
absorb our present unutillzed capacity. That thla point wi ll ultimately 
be reached, should a major war in Europe continue tor any l ength of time, 
seea>s ineecap.-ble. It therefore appears mandatory , should such a wa r 
occur, to develop a mechaniam of price control that will be ready to 
function when the necessity tor Ita application aeserte itself. 

keana ot Control: 

There are , broadl y speaking, tbrae meana of controlling price• 
from skyrocketing. The tlr at it ot the type now exercised by the A.A.A. 

-1-
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Tbe exteoaloo of thla type of control to the ext eot of aettiDg t~a 

Oo•ernmoot up In bua1Deaa to buy and aell lnduatrlal caaoodltlea Ia not 
~coamooded. It would eotell 010at extonol•e federal tlnt.ncing, and would 
cooprlao a departure from the normal meaoo or doing bua1Deaa which would 
be roaootod strongly by buelneoo In general, It would roqu.lro Congroa­
alonal action to do ao. 

The eocond meana a•allable Ia that of arb i trarily eatabllablag 
NXimiD limite beyond which prlcea may not rlae. Such a 100tbod not only 
tails to adhere to normal peacetime bueloeeo methode, wltb the probability 
ot oosulog reeootment oo t he part of loduotry, but le superficial in that 
It otte~pte to deal with the reaulta, rather than tho oaueao, of pooaiblo 
pries rloeo. For these reaaono , thlo second method Ia not recommended. 

The third meaoe available eodea•ore to aecerta1D the caueea of 
price akyroeketiog and t o apply the remed lee at the eoiU'Ce. Thia 100tbod 
ot control, eepocially in times of peace, muet be exereieod l arge ly by 
Indirect ~oane, supplemented by auch voluntary cooperation ae can be 
ettalnod by various methode. Voluntary cooperation of all partlee coo­
corned ie ooeeotial fer the acceptance by the public or any eyatem of 
cootrcl, but undirected •oluntary eocperatlco alone will not suffice. 
To a:a.ko cont rol effect i •e, a unified mocban181Zl must bo aet up, say, a 
"Central Price Control Authority• should be created by lxecutl•e Order 
to study the causes of price fluctuatlooa , to keep abreaet of their 
offeet o aa reflec ted in price levela, t o know when to apply the remedi eo, 
and to coord i nate all direot end indirect means available for their 
eppliea t ion. 

The aeheme propooed Ia bullded upon the principle of conatruct­
ing within the organisation an 1Dterlocklog directorate, not only between 
the Centra l Price Control Authority and exloting governmental agenciee 
through whom indirect meaeurea of contro l may be applied, but aloo betwoeo 
the Central Authority and Industry, between the Centra l Authority and 
Agriculture, and between tho Central Authority and the Public . 

Orgaohatloo: 

The organization dlagr81Dl18t1Cally ahowo o11 the accompanying 
chart (Exhibit A) is an attempt to portray bow control of prices eao be 
exereiaed In times of peace. Flexible legislation empowerillg the Praol­
doot to oet up a Central Price Control Authority to coordinate the 
effor ts ot existing governme.otal orgaoiutlona may ultlmetely be required, 
but the frOIDOwork of euch a body, It Ia bel ieved , could now be c011atrueted 
by utilizing the eer.icee of existing Oo•eromeot pereoooel and by eollat­
iog the serv!eea of a few public-spirited men 11ow 1D prl•ate life. 

Thla Ce11tral Prloe Control Authority is vleuallaed •• bol11g 

composed of the following membera: 

(a) A chairman, to be appointed by , and to act ae the 

ropreoent ath" of, the Preeldeot. 
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(b) A repreeentatiYe ot induetry - one who underetanda 
buein••• thoroU&hly and baa a broed bac~c&round, but who bee no political 
embitiono, and who bee no direct affiliation with any particular induatry. 

(c) A representative ot public services - one who realizes 
tho public'• stake in tbie problem, and one who would be empowered to 
coordinate the tact-tindiaa tac!litiea ot the goYe.......,nt and to repre­
aent thooe agencies which are included hi the tlt!litiee CommiUee, ebown 
in Exhibit "A", in the formulation and execution ot general policies. 

(d) A representative ot the present A.A. A., leaviaa to 
this agency the control OYer agricultural products now exercised. 

(e) A representative of the present Bitu.inous Coal Control 
Agency, to exercise control OYer tuel in the same manner ea specified tor 
l!!ricultural products in the precediaa paragraph. 

(f) A representative ot tho State Depa.rtment - one who 
understand& thoroughly reciprocal trade agreements already entered into 
or under coneideration . 

(g ) A repreeentatiYe ot the Treasury Department - one who 
can coordinate credit policies, and work in liaison with the S.E.C., the 
Federel Resene System, the R.F.C., and the other various governmental 
lending agenciee. 

(b) A repreoentative of Labor - ooe who commands the 
reepect of labor, induetry, the Government, and the public at large. 

To aeeiat the CCIIIDOdity Policies Commission in collecting and 
consolidating the bBBiC information required tor formulating ita policies, 
and in the execution of these policieo, various conmitteeo, the membership 
ot which may be recruited from the related activitieo indicated in Exhibit 

"'A", may be required. 

(a) The Financial Operations Committee - to be composed 
of representatiYes of the agencies shown in Exhibit •A•. Tbia committee 
would deal with such matters aa monetary and credit policies and oper­
ations, bank control end regulation, tax problems, and international 
exchange. 

(b) Tho Commodity Policies Committee - to be eompoaod of 
repreoeotathea ot tho agencies ahown t hereunder in Exhibit •A•. Tbie 
eo.mittee would aoaiat and adYiao the Central Author ity in mattere con­
ce rning requirements, !mporte and exports, production adjuotment, etc. 

(c) The institution of any or all of the following commit­
tees, which are ahown in Exhibit "A", may be postponed, or regarded •• • 
transition to 8 wartime organization, aa the circumetancee or the partic­

ular emergency may dictate. 
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In ~he direct ion of 
(1) Tho Utll itiea Committee mof eaeist the 
trana~ortation, communlcatlona, electrlcol 

Authority 
power, etc. 

(2) The Bouaing and Conatruction Committee may work 
w !~b ~ho Central Authority in lll&ttera concern ing roaldontlal bulldina, end 

public and boovy construction. 

(3) Tho Labor end Manpower Committee may oaaist and 
advise the Authori~y in ouch mattere aa lebor supply, occupetional edjuat­

men~. end wagoa, hour s end working conditione. 

To eoaiat tho Commodity Policloa Comm ission in conaolldet ing tho 
basic informat ion required tor formuletlna lte policioa, tho Commodi ty 

Commi ttees shown in Exhibit "A" should be organi zed. These Commodity 

Committees hove been constructed t o conform to tho major eubd!vla!ons 
ln~o which industry baa naturelly aubdlvlded itself. 

It Ia v!euellzed thet tbeee Commodity Committees would parallel 

In organization, and work In close cooperotlon with , the e• letlna trade 
aosoc !nt ione of industry, who represent member firma and through whbm the 

volun~ery cooperetlon of lndlvlduel flrmo cen beat be obtained. 

It would be highly des irable, and it may be found teaelble, t o 
or!ng pressure to bear, through dlplometlc channele, upon foreign powera, 

to the end t hat their requirements may be consolidated in centrollzed I 
purchasing agents. Such conoolidat lon by the various foreign powers 
should prove t o be to t he mutual advantage of t hoae power s and this 

count ry, in that a steady flow ot commodities might be assured, at 

reasonable end fair prlcea, without unduly disturb!na tbla nation's 

1nduetry or price structure. 

Llelaon with theaa centralized foreign purchasing agents In 
thla country may be prov ided by the creotlon of U. S. Government obaervora 

thereto . The reports of theae obaervora direct t o t ho Central Authori ty 

should furnish informetlon whicb would prove moat valuable In lnaU6Uratlng 

policies to prevent violent price fluctuations . 

It !a believed that the auggeeted organization would be ab le, In 

peace , effectively to apply chocks of an indirect nature through ouch 
=ediuma as tho credit structure, export quota restr ictions, curtai~ent , 

if poss ible, of foreign orders by tho potential foreign belligerent& the• 
selvo8 , and oven ~y discreet use of the power of tho purse In tho distri­

bution of public gr&lts of money. Tho Government now bas 80 much of our 
national economy under rev iew, and 80 many Indirect meana of compelling 
the cooperation of industry, that, under unified directed control ouch u 

that pictured above, almoa t any necessary control meaaurea could be modo 

•e ry e ffective. 

Tranal tlon to War: 

If wo should bo drawn into war, the emphoaia would bo ab!ftsd 

from stability ~r price to realization of the laat ind!apenaablo unit of 
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088ontiol production where needed. Tbio might entail application of a 
different degree of price control, but the mecheniom oat up would be 

roodlly adaptable not only for converoion to wartU.e price control, but 
oleo to the control of other moat Important p.hoaeo of our wart 1.me econCOI¥. 

for uemple, the Trade uaociatlons could be uoed u the war oervice com­
mittees now projected in the Industrial Mobilization Plan; the Commodity 

Collllllttoes could be employed in identical copacltlu ao a part of tho 

projoc ted War Resources Adminlatro.tion; tho Adviaor-Obsorvero to the 
foreign belligerent purchasing agents could form the nucleus of tho pro­

jected War Trade Board; and the Federal Reserve Syotem, the R. F.C. end 
the S.B.C. could continue to perform i.n wartime tho Identical tunctlona 
they perform in times of peace. Tbio organization .auld fit, in other 

worda , into the present Induo t rial Mobi lization Plan, which, Incidentally, 

has been prepared not on the principle of military regimentat ion , but 
upon mature conoideration of economic forces end t he psychol ogy of the 

.American people. 

Flexibility of Application: 
• 

Under no circumstances should this or any other plan be consideroo 
an approach to the problem from which we cannot deviate . We muet feel our 

way aa we go, progress by trial and error, profit t ·rom experience, and per­

mit whatever Control Body Ia aet up to exerclee oound ju~nt not only in 

the formulat ion of its policies, but in the timellneaa end scope of their 
application. Even In peacetime , direct measures of price control, based 

upon rooulta of factual inveatigation, might be required, and authorizln~ 

leglalation secured tor ita application. In time of war, some measures 
of direct maximum coatrol would undoubtedly be required. Whenever poeaibl .. , 

how&Yor, indirect methode should be employed in preference to direct methode, 

and emphasis placed upon those fsetora which eeuee price fluctuations rather 

than upon the prices themae lvee. 
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; "I dear L:r. President s 

In rrt letter of October 17, 19)8, I expresoed the view that one of the 
~."!' , < rcctiono in wr.ich we can effectuate our foreign policy is to render 
ccc. o: .ic ::ssiste.nce to Latin American countries . In this letter I would 
:J; 

0 
to s1J8!'CSt a plan for assistance to appropriate Latin American coun­

tr! • • . ( 1 he Bra:ilian si tustion presents a good oppor tunity for launching 
tl.e N ror, and a specific proposal is therefore appended . ) 

.e ror.de assistance to Latin America has, I take it, three major objec­

t!vrt.: 
fl) To develop icJediately .wre export trade •lith Latin k:>erica and lay 

u.o bn 1~ Cor c uch lareer trade in the 1'\lturc. 
(2) ':'o procot e exchange stability between the dollar and t he currencies 

o! !..D.~in Aneriea. 
(3) To encourll€e the growth of democrlltie institutions in Latin 'America 

no o ct.oel< the incursion of political and eomoereirJ. pr actices i.nim:l.cal to 
.!10 .ceo, i deals and eeonor.d.e inter ests of the United States , 

rr I'•O aro to have rmy success in attaining theoe objectives , I am con­
·.:nct'd that we must have a ne>~ approach. He mu:rt. decide once aro for all 
th,..t the eeor.omie and colitieo.l inter eots of the United States call for the 
t<ioption of a progr= in our coocl nei8hbor policy llS courageous, as br oad, 
..:.cl 's fun. '&"\crtcl. as was the l; ew Deal for the United States . The program 
•~b >!. • t.ed below for your consideration i s of such a nature. It consists of 
to!m :J.tht be ten::ed a three prong loan. The decisive consider ation in judg­
-~ o e rita of tt.e loan cust not be short-run considerations ot profit or 
lc:• . o e f fective step can be taken 11' the probleo is to be approached 
::e:-e~ on a basis of a banker ' s estu>ate of fina ncial risk. I ad::U.t the plan 
s & ;,o!d one but I believe the potential £&ina so f ar outweigh in political, 

>ee!~<l :m~ ceonooie ilmortance the risks of aonetery loss involved, as to make 
it Cri t your careful consideration, '!'he nlan iS Ol'!8 t.'>at will likely win the 
· t. >siastie s upport of /11\eriean businessmen, and one that is the best answer 

to w~•• er'. ties >tho ask of what use is our vast accumulation of unused gold, 
t'b >r ond capital . 

<'ho following proposal is set for th in general terms for all Latin 
r ' cnr countries and would, of course , r equire modification to meet the 

<rec'cl si tuation in each country. 

A neeesnary prerequisite of extendina assistance to any country in Latin 
rica should be an understandill8 that the country in question will abandon 
s~on as possible clearing agreoments and will acti valy discourll{;"' the use 

o: ·ltiple currencies , blocked balances, cOO'ip8llsat1on or barter arrangeoents 
• il:-port trade. 
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J:r. President - 2 

Thol\Sh two of the three parte of the proposal can be made Wlder e:xiat.­

ing porrers , the ClOst important part - the long ten> loan - does require 

nl!ff legislation. 

Part 1. An extension of credit or of credit guaranteep to develop 11!!!!!MiatelY 

norc w ort t r ade with Latin America. 

The eatabli alm:ent l1Y t he Export--Import Bank of a thrc&-year revolving 

dollor i\llld eontai.nina a S\liD adequate for the purpose in hand. These dollar 

erec!i ts should facilitate American exports to Lat in Ameri ca of specified i tcma 

..tUch tl:eso ccnmtries now illlport tr<m Oel"IJIUIY, I taly and Japan. 

Part 2. An erlef!sion of a long term loan !or pro<!uetive pu.roosea to la.y the 

b,si• for larger trade in the tllture by helping the Latin kterican countries 

to develop their resources on a 119und basis and by helping raise the stfnciard 

of liv?ng or t!>.e Latin A:terican people. 

In ardor to successfully aohieve our obj ectives and to avoid "dollar 

di!'lcr11cy•, this prone of the loan should be made subject to the following 

conditions• 

(a) .Loo.ns must bear a low rate of interest. One of the 1.mportant reuons \ 

\7hy pnst pr1 vate loans to Latin American countries ha ve had such a bad 

record of default is that the effective rates of interest have in most 

cases been exhorbitantly high in relation to the long-run produetiviey ot 

South American industry. This part of the proposal is designed to help 

lw"..ne e. bout a .funduentsl reorganization or the Latin American econCII\Y. 

(b) The loan mus t be devoted to a domestic rehabili te.tion program includ­

ing public works, the creation of new industries, and the ttodernization and 

OX))ansion of existing industries . 

(e) Any portion of the proceeds expended on f oreign goods or services 

needed for t he project must be expended in the Un1 ted States. 

(d) The government or private native interes~muet supply an equiey for 

each project equal to 50 percent of tho tunds advanced from the proceeds 

of our loaJ'I. 

( 

._lthU.. 1 
e ) Projects D:USt be"awned and controlled)by the government or by na­

tionals or the borrowiJl;r countey. 

Part 3. A /!Old (or. and silver) loan to st[!ngthen the currenciea of Latin 

k:erica and to prCIIODte excbaJ'I(l! stability between the doll !T and those cw: 
rene!es. 

A 1oM of gold can be ude Yia the Stabilisation Fund tor the purpose ot 

stabili~ the exchanp rate between the dollar and the currency in queetion. 

n..at i s one of the specitio objeoti vee for 'llbich the Stabi11:ation Fund • aa 

created. 
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\"r.:ls part of the loan can be made under conditions which, while satis­
~-iq; tho objectives of helping to stabilize the currency, 1d.ll involve 
s-Lll r 'ek of loss . 

ihc proposed loans should be supplemented by 111easw-es designed to in­
cl'()n~c t.lio a bill ty of Latin American countries to meot their obligations that 
wo1!l~ t.o involved in adoption of the above proposals . These meallw-es could 
•rclu<le ~timulation of American tourist travel to Latin America thro1J8b grants 

0
, .rocilll rates on American vessels , ancl by promotion of il:lproved travel 

ro· te. ; t;y cm•ef\U. surveys of Latin American products '111 th & view of prOO!ot-
' ·ncr 1 ~ed conll\llOpt ion in the United States of Latin American products, eto • 

.. ere ue three chief obj ections that doubtless 1d.ll he offered "8"1nst 
• :c • l:r 1 a su,xesting: 

1. It rill he claill:ed t hat we would be ,..]d."" loans to countries now in 
.e z.ul t on foroit;n obligations hel d by ci tizons of the United States • 

... i: ccnnot be avoided if any substantial economic assistance is to be 
rru.tco . An inescapable hP.ndicap f acin!l' any ntteopt to ~ivc economic and fi­
"'" c~ ·l oauistance to most Latin Americll.ll countries i s the oresonce of tho 
Lur"cn of del oulted f oreign debts . Those oro so lorgs that" i f substantial sor-
7'ce ?n thOO> T/Cr e attempted any economic nsaiAtanco r~e might rlish t o givo would 
tr ·tcorbcd r.nd disoip~>ted . \/ere econonic assistance granted lnth a condition 
r. ~ttlG:"ent of the loans it would const itut e n clear case of icposing c bW'-

r "" tho A:t:erican people for the purpoce of bali"" out f oreign bondholder s , 
a .... ~&r. ,.hic:h ..-auld have no CQl:lpcnsatory featW'o for the country involved. 
~ tJ ,-,oro, if such assistance Trere !Mde conC.iti cnal upon prior settlecent of 

•• .o ultee debts the f oreign bondholders would inpose toms which r.ould 
':<' ~ l;r vitiate the benefic~u effects of any auistence grantee by us . Ther&­

.orr, lf r.c are to !,TaDt econocdc aid it C'.Ust be with the ~er~~Cl: that 
r .!. is to be independent of any set tlenent to be aade· F.owever, helping 

t' 'l~ up the Lat in A:=ericm count ries econocdcally '11111 enel>le the1> even­
t" ll:l to service debts nor. totally or p81'tit.lly in ee!ault. 

2. I t vr1ll be cla.il!!ed that such aid constitut es "dollar diplow.cy• . 

1 do not feel t hat claim l7ould be justified for the following r easonst 

(n) Dollar diplomacy tr.eant the exploitation of a weak country by private 
IJ:.orican bankina, car.mtercial and industrial interests with the aid of the 
;, eriCM Coverlll:lent . The American Co•ternment , in order to aid and protect 
"~ch nrivate investors and <evelop and expand the field of their activi­
tie•, frequently took action or threatened t o take such action which was 
in dero~;ation of the •inherent sovereignty end independent rights• of 
:;\·eh CoW1t.ries. 
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(b) The plan I am aur,gesting, on the other hand, would enabl e not 
private interests, but the Government itsel!, to make loans to Latin 
fc cr i can countries in order to a ssist them i n rehAbilitating then>­
oclves econocical.lJ' 8tld to maintain stable govern.:ents . Instead of 
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;;ni t<ld States citizens r>aintaining cont rol or actll&ll;y oper ating enter-­
prises in the Latin Altorican countries 1 thus direc~ eneendering the 
•dollar diplooacy• feeUne; the enterpri.ses would be in the hands of the 
1.4tir A..'"lerican govcrnc.ents or their own citizens. The making of such 
loans woulci strengthen the const ituted Latin American Qovernmenta in re­
relll!ll; subversive SOCial and political influences Caning from wi thout 
tho 11ester n Hemisphere , pe.rticularly those infiuences which thrive in an 
unhealthy economic climate. They are designed to preserve for tho na­
tionals of the borrowina country complete control 8tld ownership of the 
enterprises in their country. 

(c) In its economic aspects the caking of such loans by the Qovernaerit 
'IIO'.ll<i have the Sal:le !'undamental purposes as the trade a;:reec-.ents, naceli, 
the incr ease of trade between this country 8tld Latin Acerican countries 
for the benefit of both parties to the aueement. 

(d) The proposed type or loan would, i ndeed, have the effect of stifling 
dollot" diplooacy as it hilS hither to existed since it would enable Latin \ 
A:oor lc.;n c.>>mtries to obtliin much-needed cr edits >dthout expos1118 thel!l­
selvcs to unfortunate tactics of those private investors t hat have been 
aotivc i n this fiel d for the past two generations . The pr oposed loans 
arc consistent with, and will help effectuate, the President's "good 
r.ei;;hbor• policy, since t heir purpose is r cal.lJ' to help Latin American 
ccu..'\t.ries and thereby help this country 1 rather than to hel p this country 
at t.'te expense of Latin A.toerican countries. 

J , It 'lli.ll oe claimed that the Latin American aover r<l<!nts will sureq 
;e:n llt on SO!ne portion of the loans to us . 

Ad~ttedly thnt is a possibility, but the very low r ates of interest , tho 
•wo t o nhich the loans are to be put, and the fact tha t it i s the United States 
Govern..,ont l'.aking a loo.n to help Lat in American proaress (and not a lonn for 
priv te ;>rofit, foreign exploitation, or to conduct a war) are factor s which 
-...l:c too loans unique 1 end less subject to default. Even Tler e default to takn 
rl~ce so::e ti:l:e in the futuro 1 we would have obtai nod advant.a.ees which would 
00Jb:e .. ;:h the possib~e !i.nancial losses. 

Sincereq, 

'i'he President, 

The llh1 te House. 
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ProJ?Osal f ar Economic Assistance to Brazil 

Bra:il presents an excellent opportunity !or the initiation o! a program 

o! ec!'ll<"Uc cssist.Sice to Latin American countries in accordance with the 

•:ie:tS ·ot !ort.lt in the accocpaeying letter. 

1. T!le President of Brazil stated to llr. Pierson of the Export-Import 

•r.: t· on Septenber 17, 1938, that "he hoped we would assist Brazil to 

iinance their public works program". He mentioned that you hlld o!!ered 

!inanc~al assistance to Brazil when you were there. 

2 . arazil is grentl,y in need or economic assistance. 

3· She litis recentl,y had sO!'..e difficulties wi t.'l Ge=aey over clearing 

c;'t'ce::tents and i s probabl,y in a position to drop her cooperation with 

·~Man trade practices it she secures help f r om us . 

4• Brazil has creat productive potentialities that await only capital 

for development, and hcs the possibility or becoming as populous a 

country ns the United States . 

5. The presence or large Gennan, Italian and Japanese r.U.norities N.ke 

"r~l especially vulnerabl e to anti-de~ocratic nov~ents . 

u. It <le could help Brazil to liJ:d.t her cotton production and diversitY 

l:er eco"Oll1:f' <·'e would be helping Brazil a nd ourselves . 

':'he plan as adapted specifically to the Brazilian situation ~t take 

'lc :ollo,.;_ng rom. 

A roccssary prerequisite or extenclinc assistance to BrUil should be an 

nJers tL.~din with the Brazilian Government thnt no clearing aeroomonts will 
1 e :.u.;ert.akon with 8l\Y country and that Brazil will actively discours.ae tho 

!>• of ultiple currencies, blocked balances, coapensation or barter trade 

'n her .i:r.port t rade . 

;. acco:ul condition of lillY assietance to Braill shall be an ...:ree::cnt wit.il 

the :Jnl. ted States to join our cott on program to the extent o! limiting her 

:.ott'n crop. 

If aerecment can be r eached on these two conditions, the tollO!Ji..ng uasures 

r.o; constitute the program o! econOillie naaistance, provided that appropriate 

<>-r<.rs can be obtailled rrc. Coogress to uant tile long ten. loan :1eacr1bed 

~•l<m (under 3). 

1 . ::.tension by tba Stabilization Fund of a $SO aill1oo cold loan to 

the C-ovem::umt o! Bra:ail. 

(a) '!'be &Old to be kept on ea=ark with the Federal Reserve Bank 

of lin York. 

\ 
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(b) The gold to be w1 thdrawn !or purchase of dollars ofll¥ after 

Bruil 1 s other l>reign exchange aaaets (including her total gold 
holdings) are used up in the settlement of legitimate and usuel 
coooercial transactions . 

(c) The loan to be extended !or six months , roncmable every three 
oonths, end to bear i nterest at 1/2 of 1 percent above the Federal 
Reserye Bank of !law York 1 s rediscow>t rate, now 1 percent. 

2. The creation of a revolving credit of $50 million by the Export.­
~rt Bank to finance at law r ates of interest the exportation of 
:.::ericnn ,c;oods for Bra111lian consumption of ofll¥ those itecs that Bruil 
now imports from other areas . The Export.-Impcrt Bank to pass on the ac­
ceptability of the credit risk but to do so on a more generous basis 
than v:ould bo feasible or likely for the individWil exporter. 

) . The extension of a $100 million loan by the Reconstruction Finance 
Cor_-or ation, the aoni!IY to be advanced in quarter]J amounts of Cl2l' 1111-
llon per quarter, The interest on the loan to be ) percent on the un­

pai balance but the annWil payl!lents are to amount to 6 percent of the 
total loan, the difference being ~pplied to the reduction on the prin- ' 
cipal or the debt. The conditions of the loan to boa 

(a) Bruil should invest on each project undertaken a sum equal 
to hal! or the amount provided for that project by the United States. 

(b) The control end equity ownership of the projects must reoain 1n 

the hands of Brazilian Government or Brazilian llationals . 

(c) t:ot less than 25 percent or the quarterly sums transferred shall 
be expended in the tJn1 ted States for A::terican goods or American ser­
vices, ano all imports or foreign services needed for the projects 
are to be obtai ned tree tbe United States. 

(d ) The proceeds of the loan to be used exclusively f or the purpose 
of developing public works and industrial enterprises of a kind whi ch 
m.ll add to the productivit y of the Br8llil1an pecple in the not too 

distant future. 
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GROUP !.IEETING November 22 1 19)8 . 
9 : )0 A. 11. 

Pre~ent: Iii' . Oliphant 
Mr . Gast on 
Mr . Haas 
L!r . Taylor 
Llr . Hanes 
Llr . Duffield 
Ur . \'/hi te 
Ur . Gibbons 
l.!r. Lochhead 
Ur • McReynolds 
Mrs . Klotz 

Here it. is , November; eighteenth of J une the 
bil l was signed; it was signed on June 18 - the 
21st - June, July, August, September, Oct ober, 
November - five months . 

1'/e were just going over - I say, five months af t er 
the Ickes bill was signe~, thirty-four million 
dollars ~~s gone out of the Treasury; thirty-four 
million, and t hat is - whether the cities spent 
that, thirt y-four million dollars have gone out 
of the Treasury five months after the bill bas 
been signed, and I am just saying, in the room, 
I am human enough that I would just like to rub 
soaebody •s nose into it a little bit . Five 
months . And Ur . Straus has spent three million 
four hundred thousand dollars . 

' 

McReynolds: V1hat for , clerks? 

H.tt. Jr : 

Oliphant: 

'I .M. Jr: 

And I guess ninety-five per cent of that is for 
administrative expenses , and no wonder t hat Hopkins 
has bad to carr y the brunt . 

I f he hadn ' t worked on that P• w. A. pr ogr am, 
wher e would t hey have been? 

They wouldn ' t have spent anything. 

Good morning, ever ybody. 
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Gaston: 

\'lhite : 

H.lt.Jr: 

\Thite: 

H.!.I.Jr: 

Yihite: 

H.U.Jr: 

Oliphant: 

( 
H.M.Jr: 

Gi bbons: 

H.).( .Jr: 

Gaston: 

H.M.Jr: 

Gaston: 

( 
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Did you bear the broadcast this morning predict­
ing that Harry Hopkins will throw everybody off 
the rolls. 

The Herald- Tribune has a U. P. copyright story. 

It would be amusing to go back to your remarks 
of last spring on this point . 

Vlhy not? 

I say, it wil~ be very interest ing. 

l .'hy not; they are availab~e. I mean, nobody 
fought harder than the Treasury did on this. 

We~l, you prognosticated exactly what is happening. 

Well , why not? In view of everybody' s being in 
such a hole , why not say so? 

I •d prefer your working with Berle, and getting \ 
that started. 

Berle? Who? Oh - can•t. Did that in a letter. 

What per cent is t hat , a billion and a half? 
Boy, it ' s infinitesimal. 

Vlel~ , that's five months, anyway . I gave it to 
Hanes, and he's going to do his bes:t. 

Herbert, this, Cy Upham sent up to t he house, just 
to make me reel cheerful - this Washington 
Banki.ng Trends . Vlhat have you done about Wr. 
Wilcox's status? 

I haven•t done anything about it; I•ve got some 
photostats. I thought of calling in two or three 
of the boys - Nick Gregory, and some of the boys 
do\m stairs and talking .over the thing with t hem 
and ask the~ what they think of the ethics of 
a thing ~ike that. 

Ylill you not put i t off; will you do it now? 

Yes. 
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T/ill you read that sentence over there aro tell 
me, ai'terwards - aro tell me - I mean, who is 
persecuting who . I mean, just read that (olipping) 
over two or three times . You know, that sentence. 

I haven't seen that copy; I haven't seen the r est 
of them. 

I read it over tvto or three times . I 'd like to 
know who is being persecuted, I or them. 

Yes. 

H.~. Jr: (Nods to Ur. UcReynolds.) 

UcReynolds : (Nods "Nothing. ") 

Oliphant: 

R.?.I .Jr: 

Oli;>hant: 

ll .N.Jr: 

Oliphant: 

H.ll.Jr: 

You got my memo on that? 

On what? 

Legislative suggestions. 

No, but t hat doesn't mean it isn' t in the outer 
office, and it also doesn ' t mean it is in the 
outer ofi'ice . 

\'le answered it - the constitution. 

All right. Mac? 

UcReynolds: I have nothing. 

H. L! . Jr: Lucky man . 

Lochhead : Ai'ter the early morning • •• • 

H.M.Jr: Excuse me . Vlbat are we going to do about that 
letter, nothing? Have you and Berman seen it? 

UcReynolds: I haven•t. Don' t think there is anything to do. 

Gas ton: 

R.loi . Jr: 

I would suggest you v~ite a note to the gentleman 
and say, "I am r eturning without comment t he 
coni'idential letter am memo. 

Where is that letter? 
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Gaston: 
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B.K.Jr: 

Hanes : 
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It ' a on rq desk. 

Will you dratt such a latter? 

Yeah. 

Did Harman see i t? 
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Attar the drop ot 4.67!, it recovered slightly 
to 4.67 3/4, with barely heavy activity. 

All right . I f Archie, White , and Taylor will 
be in here a t eleven fifteen; I have sent for 
Bewley. 

(Nods "Nothing.") 

Harry? 

(Nods "Nothing . ") 

(Noda "Nothing.") 

Now, a~ - •.. 

You looking at me? 

You paued too quickly; I may want you to raise 
him. 

{Laughter.) 

You may find you have a pair in your hand. 

Ah - I have had three messages that Kr. Delano and 
Tom Smith are hare. Would you find out, John, 

• what t hat means? It they want to see me, I can 
see them this after~on. 

Well , we were trying to have a meeting all yester­
day afternoon, but you knOw we had soaething elaa 
to do. 

That's right. 

And we postponed it until it was so late we 
didn' t get to it, and as soon as we can get thil 
thing out of tbe way, I think we ought to do it. 
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Duffiel d : 
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Oliphant : 

H.t.! .Jr : 

Oliphant: 

H. !A.Jr: 

Hanes: 
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If you want to see me, I can see them this after­
noon. This other thing oughtn't to take very 
long. Why not say, tentatively, three thirty -
well , four o'clock? 

I think Tom Smith' s pl ans are to leave sometime 
around noon. I am not sure . 

Well , tell Tom to be a good boy and stick around . 

He's here because you suggested to Cy that he come 
in. 

I don' t know what time that train leaves for 
St . Louis; I can say t hree thir~y. I don' t know 
wbat time that train leaves . Say three thirty. 
Vlill you get word to him and say be a good boy 
and stick around? 

Yes sir . We ' re going to try to have a meeting 
this morning and get this thing out of the way. 
We 'll have a meeting at eleven o ' clock if we can. 

At two fifteen we are meeting again - Fiscal 
and Monetary. Right? 

Yes . 

Is that Hopk1ns7 Corry 0111 called me last night 
and said he was coaling to see me at eleven o'clock; 
said t hey had worked out two drafts of a letter, 
one of which was s ent to t he President and one 
to Dan. He said he'd send t hat over to me . 

Viell , yes. Vlell, Banes is quarterback on this, 
so •• • • 

That is at eleven o ' clock he's coming in to talk 
about the l aw . 

Al l right . Well, I am not going to worry about 
it until t wo fifteen, I knoVI . HUh? 

Wait a minut e; let me get this straight . Herman, 
you want all this - I think if I run this banker s 
meeting while you are running that meeting -
you nnt Nichols in that meeting wit h you? 
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oliph.:\nt : 

r• . I. Jr: 

:lanes : 
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T: :~lor : 

JI . !A . Jr : 

Taylor : 

H. ·~ . Jr : 

i.lclieynolds : 

u. :LJr : 

Mcr:eynolds : 

!!. :I . Jr: 

Taylor : 

11. 'I , Jr : 

2€7 
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Corry Gill? No, it ' s a question of sitting down 
and agr eeing on the formulation •••. 

You are working on the letter of transmittal and 
executive order? 

••ol·c<inc on a dr aft of a proposed letter fr om the 
Pr esident to Danny Bell . 

That has nothing to do ...... 
That has nothing to do with us in our barLld.ng 
meeting . 

llo . Wayne? 

I ' ve got several cables and co~~ents that I 
believe Cy sent over to me yest erday, but the 
Austrian indebtedness to our citizens. m t he past, 
\'le have never made any comments about that subject, 
and I wonder if 1'/e want to at this time. 

I have set aside from t en to t en thirty; t:hile \':e 
c1•e doing Brazil we can talk about that , and 
v.e can t alk about pound sterling too. 

I see . 

You and ~lhite and Lochhead rtill be in at ten 
o'clock . 

(To l!r . llcReynolds:) You might get in touch wit h 
Frederic Delano a nd tell him to be hEr e at two 
fifteen. A1» 1 think - well , t~~t • s all r ight . 
Fr ederic Delano. 

Yeah. 

Anything else? 

(Nods "No .") 

I got your memorandum on Tr easury Attaches; I 
won ' t do anything about it before night . 

I didn ' t think you would . 

All right . 
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Taylor: 
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But I t hought we micht as well realize what we 
are in f or, i f we are going into the business . 

Yes . 

Cus toms Tr easury Attaches? 

No. 

No . Fine; fine . 

(Nods to Mr . Haas . ) 

I have not!rlng this morning . 

I •ve got nothing . 

(Nods to Mr . Oliphant. ) 
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(Nods •Nothing . ") Are you going to use that 
Lubin- Haas chart - connected Vlith the lett er, the 
one you got together? 

Tlult is right; ·it is what vte propose to do. 

I want to get i t. Are vte meeting on that Harry 
Hopkins today? 

Two fifteen - final, polished , last word . 

So •1e•ve got two fifteen and three thirty. I 
t1anted to be sure . 

I ' ve got Vlal.lace at f our olclock. I don't know whether 
I don ' t know whet her I have any of these others here. 

Vlbat's that? You•ve got Wallace a t four? 

I •ve asked him to make it late in the afternoon. 

Couldn • t he make it four t hirty? 

I can call him up end try. He particularly •••. 

ll!ake the effor t . Vle 1ve got this banking thing; 
see whether he won• t . If not , I wouldn' t dis-
turb him· 
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~E POSSIBILITIES OF BRAZILIAN 
FINANCIAL AGREEWENT 

November 22, 1938. 
10:25 a.m. 

Present : 

B. li . Jr : 

Lo~hbead : 

lb!te: 

H.!..: .Jr: 

t aylor : 

H.'i.Jr : 

Taylor : 

Tobi te: 

Taylor: 

Nhite: 

B.IJ . Jr: 

Taylor: 

l&r . Taylor 
llr . White 
Mr . Lochhead 
Mr . E. Penteado, Attache t o Brazili an Embassy 

(for brief peri od) 

What I -;vas proposing t o do was this: to say, "Now 
look, I'm very much interest ed in working closer 
witn t ae Minister of Finance of Brazil . " What ' s 
his name? 

Sousa Cost a . 

Same fellow that was here before . 

"When he was her e we got along very well, and I wish 
yvu 1d send a message t o him: wha t is t here that I as 
Secret ary of the Treasury of the United States can 
ao to be helpful?" 

Fine, fine . 

And t ha t wa s all I bad in mind: would he please send 
word to llr . Sousa Costa, the Minister of Finance, 
that we have had this agreement and what i s there 
that I c an do to be nelpful , 

Want to mention t ha t you unders t and that there are 
certain t hings being done through the Export-Impor t 
Bank and so on? Perfect ly proper to do it . 

' 

Here's a list of what they ar e considering. Just 
took it off t he reports. .W.l l small, with t be exception 
of a seven mill i on dollar one. 

Well, they ' ve got a bigger one t hat they're - I don't 
know whether they 've got Central Railways of Brazil 
i n there . 

That ' s seven m.illion dollar s . That's the l arges t. 

'Nould you say there ' s been s start made by the 
Export-I mport Bank? 

I think it's perfectl y proper to mention it. 
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Lochhead: 
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There's some misunderstanding. Archie, when you 
went over to the State Department did you indi cate 
that discussions of l oans t hat were to be made by 
the Export-Import Bank in f inancing mater i als were 
exclus i vely the affair of the Treasury Department? 

lla t erials? 

There' s been some misunderstanding about t hat. 

Not materials - the question of exchange . 

That ' s what I t hought. But apparently the State 
Departcent misunders t ands - or I mean Yr. Pierson 
misunderstands . 

Well , Mr. Pierson understands . 

Very much the opposit e. 

Well, I don't KilOW - I •m just thinking out loud -
seeing that I haven't done my homework, why not 

just simply say, 11 Now, I 1m v ery much inter ested 
in the common problems of our two republics, and 
whnt is there that your Finance Minister, llr. Sousa 
Cost a, thinks I can do t o be helpful?" 

Nant t o refer t o the f ac t that 1we did make ar range­
ments with Sousa Costa . 

I ' ll say that he and I bad a very good understanding 
when he left . 

Not only understanding ; we bad an arr angement made 
whi ch is sti ll open . 

All r ight, an arrangement. And I don't think there 
is much to a dd t o tllat other tllan 

Would you want to g o one sligllt step fur tiler, pos­
sibly , and s ay t bet you are also tllinking of - you 
at the same time are also thinking of ways in which 
you might be of help; b ecause if tlley just come back 
with a request, it might not involve tile range of 
things that you' re thinking about. 

Say •We' r e tbinking about it a lso, but as of today 
I b£ve no suggestions t o make.• I want to l eave it 
very nebulous. 

' 
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Taylor: 
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Nebulous, yes. 

I think it ' s very important that it should be nebu­
lous, because I just don 1 t think we ' re set. 

No, we ' re not; I ' m not. Say, "The Treasury is 
studying the problem here and I wanted to let Kr . 
»ousa Costa k.noiV that, and I 1d be glad to hear from 
him if he had any thoughts . • 

"The Tr easury is studyine ways and means of being 
of such assistance as t hey possibly could." · 

•To do bota better." 

• Cooperation • •. n 

"··· between the Treasuries . • 

I'd say a hint of a little more than that, but • • • 

Yes, but I don't •••• 

That's plenty, Harry . The fact that the Secretary 
is calling him in here and making such a point of 
it - way, if this guy's a diplomat, or the equivalent, 
which we assume that he is, be ' 11 knOIY he isn' t 
bringing him in here just to talk about tbe weather. 

Well, last night after dinner I sat next to tbe 
Argentinian Ambassador; I said, •You know, I 1 ve 
never met your Financial Attache; if be's down some 
time, I'd like to see billl." 

He 's smarter tban hell, too. 

I said, •Yes, I feel that we•ve got problems such as 
sterling, for instance, and I'd like to t alk to him 
about 11hat this drop in sterling means to your coun­
try and wbat it means to ours . " "I 1ll. bave him down 
next weelc. " 
I mean - so it -.as very funny - when they served the 
coffee, be said - you know how be is - he said, •No, 
t hank you, I do not wish to take coffee.• 

So I said, •Golly, I didn' t know tbat you fellows 
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battled as strongly a s that against any Brazilian 
product.• He just shrieked. He said, •Coffee for 
wheat, wheat for coffee . Meantime, I don• t drink 
any coffee . • But it was just the way - ~nd he ' s 
got a good •• • . 

But I ' m going to send for these different fellows 
and let them know. Now, maybe not a god-damn thing 
will come out of it, but at least I'Q going th.r ough 
the role of getting the word t o these different 
Ministers of Finance, and that ' s why I answer the 
way I answered t o Ur. Sumner Welles. And if and 
when we get a breathing spell and we can do something 
and I can sit down and talk with Mr. Pierson and the 
rest of them - bnd as far as Yr . Hull is concerned, 
nis attitude is •God bless you, go ahead and do just 
as much as you can.• That's Sumner Welles • attitude 
and that's Herbert Feis ' s attitude. All I want to do 
is l et these fellows kno.w that I 1 m here and I'm 
interested. In the meantime, we 1ve got to do a 
little homework; and I certainly - that ' s all I want 
to do now. 

If you ask about what you ' re going to do for them, 
they may be thinking in terms of the previous request 
and offer with respec t to the gold, which you a.gr eed 
didn ' t 8JIIount to 6 great deal in view of the ?roblem 
in hand. I wonder if you can hint in some nebulous 
way of so~ething more than that between Tr easuries, 
so they wouldn' t be merely thinking in terms of the 
last transact i on. 

It ' s open season. You're asking tor any suggestions . 

~an't we go on from there? 

That's right. 

O.K. 

(Penteado comes in) 

Bow do you do . 

Dr. White - ar .. Penteado. 
Do you know Mr. Taylor? 

Ho•" do you do . 

llr. Lochhead . 
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Won 1 t you sit down? 

I taougbt it was time tbat we got acquai .nted. 

Yes, sir, I think so . 

H 3 

dben your Yinister of Finance was up here a few 
years ago - Sousa Costa - we bad, I thought, very 
pleasant meetil'lGs with each other; and your country 
is very important to my countr y , and I wanted you 
t o get a message to him. 

Yes, sir. 

That if there is something more that your Treasury 
and the United States Treasury could do t o bring 
toe two countries closer t ogether - we ' re studying 
here t o see what we might do, and if you c ould get 
the message to Ur. Sousa Cost e that if it was 
agreeable t o him that he might study it; that we 
might go on from where we left off when he was here -
I guess it mus t be pretty near two years ago . 

Two years ago, yes , sir. 

And I ' d be delighted to r eceive suggestions from him . 
But the - President Roosevelt knows that I' m doi ng 
this, Mr. Hull knows I'm doing thi s , and they're al l 
delighted that l'm taking this step to send this 
message t o your Uinister. And it seems that ther e 
ought to be brains enough in both Treasuries to work 
out additional steps of closer cooperati on . 

Yes , sir . 

And that ' s the message that I wish you to convey. 

I'll be glad to send the message . 

AQY time t ha t you have an answer, ~ny, I' d be del i ghted 
t o see you. 

Ur . Secretary, you wi sh me t o g et to lir . Sousa Costa, 
if I unders t ood you, the message that you would like 
some suggestion of what can be done in order to have 
closer cooperation between ••• - i s tha t what you 
mean? 
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I mean we have this one arrangement; so let' s see 
if we can't take additional steps to work closer 
t ogetner. And we •re studying it here ; these gentle­
men are studying it for me, bnd if we have any sug­
gestions , which I have not today - but 1f we bave 
any , we 'd like t o make them. But I'd be most pleased 
to get suggestions from Ur. Sousa Cost a . 

I 111 be very 
Sousa Cos ta . 
in to you • 

glad to c onvey your message to Yr. 
ns soon as I get the reply, I 111 come 

. Ve t hink 1 t' s very 1m pol' tant. 

>~e do t oo . 

J<nd I'd like to work wi th you and with Mr . Sousa Cost a \ 
further . 

All r ignt . 

Tbank you s o much. 

Thank you very much, Wr. Secret ary. 

Thank you for coming down. 

(Penbeado leaves) 

!low wa it a second. Now, tha t 1 s that. O.K. , Wayne? 

(Nods yes) 
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I(BETING OF FISCAL AND MONETARY ADVISORY 
BOARD (re possible I'IPA lay- oi'fs) 

Bovember 22, 19)8. 
2:25 p.m. 

Present: 

Oliphant: 

a . .t.Jr: 

Oliphant: 

H. l.l . Jr: 

Olipht.nt: 

H . ..l . Jr: 

Oliphant: 

EI .IA . Jr: 

Oliphant' 

H."'. Jr: 

Oliphant: 

H.U.Jr: 

Oliphant: 

B. r.I . Jr: 

Oliptumt: 

L!r. Eccles 
ll.r. Delano 
llr. Bell 
lolr . Hopkins 
Mr. Oliphant 
ll.rs Klotz 
Llr . Whi te 
llr. Taylor 
J(r . Haas 

I sent for all the other copies . 

hell, this isn' t for the President . Nbere• s the 
thing that be ' s going to sign? 

You mean from the •• • • 
• 

From Bell or the President. 

From tbe Presi dent to Bell . I haven't got that 
written. 

Oh my Godl When will it be ready? 

I can dictate it in thirty minutes . But I bad t o 
fir s t get Corry Gill •••• 

Can you sketch it? 

Oh yes . I can dict at e it here . 

What ? 

I call d i cta te it nere . But I ned t o t alk - Just 
got back from Corry Oill. 

Uo you mind doing it nere? 

No . 
Who would you like t o have come in end take it? From 
your oi'fice? 

Tbe boy •••• 
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The boy - the trouble with the boy is, he won't do 
it so well. 

You want Miss Chauncey to take it? 

(Nods :yes) 

(On phone) Miss Chauncey - ask her to come in with 
pencil and paper. 

What•s ttus? 

Bell: Copies. 

Oliphant: 

Hopkins: 

B.II.Jr: 

Oliphant: 

(Uiss Chauncey comes in) 

Now, would :you g et ttus done? 

What - Mr. Hopkins, :you'd be particularly interested -
Oliphant 1s going to dictate now what he thinks that 
the letter should be that the President should sign. 

The purpose of this letter constitutes findings 
on the part of the President, Harry, under Section 2 
of the Act, which findings make the money available 
end are necessary under the Act . 

Uh-hub. 

So this is a letter from the President to the Director 
of the Budget, from the President • •• 

•• • to Bell. 

"Reference is made to the provisions of Section 2 
of the Emergency Relief Appropriation Act of l9J8. 

"I find that the following extraordinary emergencies 
and unusual circumstances have supervened since the 
apportionments of w. P. A. funds were made pursuant 
to the provisions of the Section Just mentioned: 

"(l) Reemployment in private industry has not kept 
pace with increase in industrial activities . 

"(2) An unanticipated drop in the price of cotton 
has greatly accentuated the relief problems 1n a 
large area of the country. 

Regraded Uclassified



H.lol .Jr: 

Oli,>nanta 

H.>A .Jr: 

Delano: 

d. :.!.Jr: 

Ilanes: 

l!. li .Jr: 

Oliphant: 

ll.l.! ,Jr: 

Ilanes: 

B.li.Jr: 

-3-

"(3) The crit ical foreign situation has had a 
detrimental e ffect upon recovery in this country. 
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"(4) The hurricane dislocated industry and trade 
in the Nor t heastern section of the countr y and added 
to the relief burden in that area . 

"Because of these emergencies and circumstances, 
I dir ect that the apportionments of w. P. A. funds 
hitherto made on the monthly basis be, pursuant to 
the pr ovisions of Section 2 of the Emergency Relief 
Act of 1938, modified by making such apportionments 
on the basis of eight months instead of seven. 

"I further direct t hat all r eserves hitherto set 
up against the appropriations in question be re­
leased ." 

Tha t's t he document. 

::lupposing you ( Chauncey) type it, and this t bing is 
to go down • .. Wel l , I think Hopkins will want to 
take a look at that. 

I went over that with Corry a t lunch today. He and 
I had lunch toge ther wi th Hanes . 

Well, we ought t o, just tog et that started, just 
f ind out whether Ur. Delano or ~r. Eccles have any 
suggestions to make on this letter. 

~ccles has the copy of t hat. 

I find I have copies of tha t. There ' s a whole l ot. 
hnybody want copies? I have a whole lot here. 

Are you sure you've got the l ast one? 

This is the l ast one you left here. 

This ls the "skeenth" edition. 

Mr . Delano, I'm sorry, this is no good . 

Let's see which one you ' ve got ••••• - that ' s no 
good . 

Well, let me give tnis to Mr. Delano to study . 
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Hanes: 
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Bell: 
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ii .M. Jr: 

Hopkins: 

Oliphant: 

,. -s -' 

is that the - is this it? This is the one Ne bad. 

Xou had the right one, but the Secretary didn ' t. 
They gave him another one. 

Shell game: now you see it, now you don •t . 

We have the first copy between us, so you bet ter 
keep that . 

! better read it ~self . Bas Hopkins got a correct 
copy? 

Xes, he's got one. I gave it to him. 

(Gaston comes in) 

J ohnny, you put in a new sentence on me . "Moreover, 
if present reserves are not r eleased, the entire 
W. P. A. program would stop within two weeks.• 
That ' s a new sentence. 

Tha t was worked out at lunch. 

That was worked out a t lunch-time •Nith U:r . Gill. 

I think tha t 's a technicality. I'd strike thnt 
out . 

'//ha t Corry bas in m~d, Barry - he'll have to 
give notice . 

Nell, it's technicallY true, but there would be 
n way of getting over that. I mean if we fired 
a m.illion men, we wouldn' t have to cut the whole 
program; there's some technicalities that make it 
very difficul t t o operate. 

But you don•t want us to find it. 

He'd never understand i t, without a lot of explana­
tion; therefore, I doD1 t think i t adds a lot t o the 
statement . 

Are you sure you want the letter from him to DannY 
Bell t o cover both angles? 
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This isn ' t the letter from the President to Bell. 

I say, you want it in there? 

'l'hat1 s =otner matter. 

It doesn' t belong in this. 

280 

I don ' t tllink it adds anythlng t o tllis letter. He ' d 
say we were crazy. 

Thls would be the firs t thing in the letter that be 
could say, "You' re wrong." 

Now let me get - .is there anything in here other -
that I haven' t seen bef ore except that one sentence? 

The only thing you haven't seen before, I think, was 
the t lost paragraph. Tha t was worked out With &r . 
Gill and llr. Oliphant, using the language of t he 
s t a tute . 

"Therefore, the Fiscal and Monetary Advisory Boord 
r espectfully recommends that you both release all 
present reserves and also modify the apportionments 
by months hitherto made by r educing the period of 
apporti~nment from eight t o seven months ." 

//ell , that's all r ight, but that other thi ng •••• 

Now wait a minute, i f this gives you complete pr o­
t ection, the eight months to seven months -as a 
matter of fact, what I have up to now planned is 
seven and a half months; now i t 1 s going to be 
very tough sledding on our part, but that ' s wha t 
Ne nod in mind. 

Can you make this last to the 15th of February? 

If the President asked that , I 1d say yes. I don't 
want anybody in this room - it isn' t a vital matter; 
that ' s what I ' m going to do anyway. As a matter of 
f act, r•ve already put the thing in motion. 

That would make it easier . 

Tllis makes :IJ; per featly simple. 

Wakes i t easier for you to ~fend when you go up on 
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the Hill in January. 

I think it's all right. 

"ai t a minute, Harry, this is the way it was wnen 
you and I .... -: •Therefore, the Fiscal and Monetary 
Advisory Board r ecommends that you make available the 
$175 million of a dditional funds f or work relief pur­
poses by the authority vested in you in accordance 
with the provisions of the Emergency Reli-ef Appro­
pri&tion Ac t of 1938." 

Now, this lett er is t o be a letter that any grade 
school child can understand . This thing - that 
last sentence - belongs in a letter f rom Bell to 
the President, and I don't think t ha t that tech­
nical language belongs i n here . 

But tnere i s no $175 million in tne picture anrNhere. 
There is no $175 million menti oned in the appr opri a­
ti~n act at all . 

There isn't? 

No, sir. 

No, the $175 million wa s added by the Senate, b ut 
wasn't separately set as i de . 

VI ell, is that all r ight with you {Hopkins) , before 
we ask these other people? • Therefore, the Fiscal 
and " onetary Advisor y Board respectfully recommends 
t hat you b oth release all present reserves and also 
modify the apportionments by months hitherto made by 
reducing the peri od of apportionoent f rom eight to 
seven months.• 

ln effect that's what he ' s got to do . Simply 
reco01mending t o him the t hing he's r eally got t o 
do . 

"All present reserves• - of course, if that ' s 175, 
it ' s everything that ' s available. 

About 209 million dollars !n r eserves. 

•Release all reserves " - which is what? 
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Little over 200 . This is correct. As a matter at 
fact, if you 're going to say wbat you want to say 
might as well say the whole business . ' 

But leave out "Moreover, if present reserves are 
not released, the entire W. P. A, program would stop 
within two weeks.• Leave that out . 

I wouldn't say that . 

Leave out the ~oreover" sentence. 

Leave out the sentence "Moreover •••• two weeks." 

Check . That's O.K. 

What? 

Check. That ' s O.K. 

On the first page - you cut out the 175 there? 

Yes, that' s been changed. 

llell now, Harry, this the way it is is all right with 
you? 

Fine . 

Now let's go to Yr. Delano . 

I think that ' s the- you (Eccles) give him my • •• 

Well, I have a question or two on the whole thing. 

Please . 

I mean I 

I ' d like to have you hear this before • • • • 

Please. 

Looking at this thing as a letter from this Board 
to the President is quite a different matter than 
possibly looking at it from a technical Treasury 
point of view or from a t echnical point of view, as 
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Harry might look at it, or the legal point of view; 
that we are - it seems to me we ' ve got to look at it 
as a question of the economic effect on the recovery, 
on the economy. And yesterday in preparing the 
l etter we did have a paragraph - in f act, we had 
three of them, but - and you pointed out that two 
of t hem looked like certain duplication; but it does 
seem to me that this committee ought to have in here 
a paragraph tha t bad some relation, it seems to me, 
t o the purpose for which we were appointed. You say 
nothing at all about the econom.ic effect, about the 
question of timing, a bout anything else, and I think 
Ne 1ve got t o have tbut as a justification for the 
r ecommendation . We don ' t need to elaborate on i t , 
but certainly we ought to say s omething about it. 

Mr . hccles makes a good point . I didn' t see the 
previous draft, but perhaps a very few wor ds would 
be all that's necessary. 

Ooesn• t the third paragraph have some of those ideas, 
Marriner? 

Yes; it touches it pretty mildly, though . The first 
three lines are the only part of it which seem to do 
that. 

(Miss Chauncey brings in draft of 
letter dictated by Oliphant) 

No , the whole paragr aph, showing how much has been 
spent, how 'NPA shows a lag, timing hasn't been good. 

Give this to Bell. 

Mr . Secretary, this will come out in the papers, will 
it, I suppose? 

No, no . 

You don•t think s o . 

I don•t. 

Simply a confidential letter to the President, or 
should it state the case which the papers will pick 
up or carry its own explanation? 
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Hopkins shakes his bead and says he doesn't think 
it will. 

No, I don't think so. 

This or some 'statement equivalent to it will have to 
come out at the time Harry goes to Congress. 

i~at letter won't get out. The letter cooing back 
may get out . 

Oh, that will come out. 

It would seem to me that there won't be any occasion 
to release this letter now, but it may be that if the 
matter comes up with Congress , then it would Just 
depend upon the circumstances as t o whether this 
letter would be helpful before Congress . ks I under­
stand, this is an attempt t o influence the President 
to do this, in the first place, and second, to give 
him support for this action if it's taken. We don 1 t 
make a very strong case on the reasons for it. We 
touch it, but that's all, but our case isn't - yes­
terday we had the l as t paragraph, "In view of the 
foregoing, the Fiscal and ~onetary Board feels that 
from the standpoint of a proper timing of Governmental 
expenditures with the requirements of the general 
economic situation, it would be exceedingly unwise 
to cut work relief expenditures drastically at this 
time." l nw, something of that sort 

I wouldn't object to that much. 

Tnat• s my point. 

I wouldn' t object t o that. 

The question of timing and its influence on the 
general economic conditions make it unwise to cut 
tbisthlng. Tha t ' s why we ' re recommending it. 

I'll take that sentence. 

See? 

I'll t ake that sentence. 
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I don't know if you 'd say that exactly , b ut that 
thought. 

If you keep it to that, not make it what the other -
the question of consumer goods •••• 

Ob no, I •m perfectly willing to keep it to that; tha t 
will tie it up with the responsibility of the committee 
a little more than this seems t o me to tie it • 

.llay I r ead i t ? 

Last par agr a;>h . 

I'll take that paragraph . I'll take it . 

I don't know that we can fit it in verbatim to what 
we 've got, but 1f the t hought of it is put in · 

Well, you've got enough draf t ers in here • • •• 

It seems to me, Vr . Secretary , Mr. Oliphant's draft 
of the letter from the President shows that t he 
President knew more than we were giving him. You 
don't give him support f or what you're asking him 
t o write t o you. 

Yes, I ' ll t ake that par egrapb . 

The only new circuostance I mentioned here t hat 
isn't mentioned i n the letter is the cotton item. 

Is the cotton necessary? 

I •d like to have i t in on the basis of what Corry 
0111 says . 

One section of the country ••• • 

Involves an e stimat ed - I don' t know whether they 
actually put on that mnny people - involved putting 
on t •No hundred thousand people a t one time. 

Guess t hat' s what Gill had in mind. 

.llore than the hurricane. 
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Pardon? 

A great many mor e than the hurricane involved. 

Anything else besides that one sentence? 

No, that ' s the •• •• I want the thought that's 
contained in that sentence . You're not - you 
aon 1 t insist on the sentence Just as it is. 

Just the thought. 

The thought. I suggest that White see what he 
can fit into it . 

1 1 11 take that t bought. 

286 

I can read aloud what might be the possibility, if 
you want to listen to i t now, beginning with t he 
last paragraph - that is, the last suggestion is : 
11It would now be necessary to cut the W.P .A. r olls 
by almos t one million workers if we are to remain 
within the apportionments of funds by months hitherto 
made pursuant to the Emergency Relief Appr opriation 
Act of 1338 ." Then: "It is our opinion that such a 
drastic curt ailment of the relief rolls at this time 
would be extremely unwise from the standpoint of 
continued recovery. In vie• of the foregoing, the 
Fiscal and »onetary Advisory Board respectfully 
recommends ••••• • That's putting as little as 
possible; it may not be enough, but at least it 
does sum up the s tatement. 

If it satisfies Yr. Eccles 

1\ell, it hasn't got the timing. 

Hasn't got the timing, which is the i .mportant 
thing. 

You can say: "In view of the foregoing, the Fiscal 
and Konetary Advisory Board feels that, from the 
standpoint of a proper timing of government expen­
ditures with requirements of the general economic 
situation, it is necessary - or i t is desirable -
the t you both release all present r eserves ••••• • 
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Or" · ·· it would be unwise to make this curtailment, 
and therefore . ••• • 

" • • • we recommend . •• " 

n ••• we recommend that you r elease • • • n 
it would be unwise •• •• • 

II feel 

That sentence that Mr. Eccles showed me - I thought 
it was all right. I 1d t ake that gladly. 

! t 1 s the s ubstance of that that he ' s trying t o fit in. 

I cnn weit . 

We haven ' t checked with Ruml on this yet, have we? 
Said we•d get him on the phone. 

I wanted to s a tisfy Mr. Delano first. 

Xes , I would like t o check with Ruml, because he 's 
been paying some close attention •••• 

The reason I mention it - he sat in on this tentative 
preparation yesterday al l d ay and had some f a irly 
definite views. 

I understood that he had . I 1 ve been trying to get 
him this morning, but without success. 

Got some thoughts, Har ry? 

No, I ' ve Just got a paragraph on top of all you•ve 
written here . 

(On phone) Tell Kiss Chauncey to come in, please . 

Is it all right? 

This is a simple statement . 

Go ahead and read it. 

This is reading the last par agraph . 

Do you want to listen t o this, Marriner? 
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"It 1vould now be necessary t o cut the 'H . P. A. rolls 
by almost one mill i on workers if we ar e to remain 
within t he apportionments of funds by mon ths hitherto 
mode pursuant · · ·· · " 

Li ttle l ouder. 

! 1 m just reading t hat firs t s entence the way it is . 
Then you j ump t o this . "I t is our opinion t ha t from 
the standpoint of a pr o1;er timing of Government 
ex~enaitures Rith the requi rements of the general 
economic s itUBtion, i t .vould b e exceedingly unwise 
to cut r elief expenditures drastical ly a t this time. 
Ther efore, the Fiscal and Monetary Advisory Board 
r espectfully recommends tha t you both r elea se ell 
present reserves and ~lso modify the apportionoents 
by months hitherto made ••••• • 

Do you mind reading it aga in? 

~ lrst sentence the way it was ; then you say : "It is 
our opinion that from the standpoint of a proper 
t iming of Government expenditures with the require­
ments of the general economic situation, i t would be 
exceedingly unwise to cut relief expenditures dras­
ticall,y a t this time . Ther efore, the ~·iscal and 
Monetary Acvisory Board " - l&st sent ence . 

All right with you, Mar riner? 

Yes, that 

ls it all right , Wr . Delano? 

(tlods yes) 

Now - Hopkins? 

Yes , that' s all right. 

Harry had a suggestion. 

Different words with the same t h.ing . 

I s t ha t a ll right with you, Banes? 

.. 11 r ight. 
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Bell? 

That's all right with me. I had one other sugges­
tion, not in that paragraph. 

All right, let ' s have it, please. 

209 

llhere they talk about 34 million dollars withdrawal 
from the Treasury, that could be tied up ~th the 
pr ogram authorized under the Emergency Relief Act 
of 1938, because there was 45 million .tthdrawn trom 
the Treasury under the old program which was in the 
picture a t the time the Ac t was passed. 

~o how should it r ead? 

I gave Harry 'Nhite some 

Oot it, Harry? 

... suggestion for changing it. 

On the first page . 

It's a technical correction, isn't it, Dan? It ' s 
t o make it factual. 

Bell: So that P . \'I.A. can 1 t come back on you and say, 
•we s pent 80 million dollars instead of 34 in that 
period." 

H. li.Jr: 

Bell: 

Nhite: 

Bell: 

H.M. Jr: 

It's 34 out of the new appr opria tion. 

l'hat ' s right. 

bhall I read the sentence7 

Well it ' s only that I suggest inserting right after 
the 634 million •under the program authorized by the 
Emergency Relief Appropriation Act of 1938, excluding 
Federal projects.• 

~ell, you're just making e technical correction. Now, 
canTt we get this thing typed? Have you got a stenogra-
pher? 

John, is this all right with you? 
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Yes, fine . 

Do you wmt to add any tb.ing? Does anybody want to add 
anything? 

I think t het sentence ought to lean over backwards i n 
being frank. It ought to disclose the full amount 
that W. P.A. and P.W.A. put out - still a very small 
figure . 

What would you s ay? 

I 1d add b~th figures together. 

titick it all in. Doesn' t do any harm. 

dow would it be to do it this way - I mean roughly, 
Dan - ·that P.W.A. put out 80 million dollars, or whi ch 
only 34 was of the Act .••• 

That ' s better. 

Bow' s tha t? Out or 80 million dollers, only 34 of 
it was of the Act of •38. 

Well, certainly P. VI.A . won't have any complaint if 
the t 1 s done . 

Ho·N1 s that? 

You• re giving the President a full picture. 

Do you want to r epeat tha t phrase, Berman, as finally 
decided upon? 

Just the way the Secretary had it . 

I mean Bell • • ••• 

Say "about 80 milli on" there where you•ve got P. VI .A. 

Instead of •less t han 34," say •so .• 

" of which •• • " 

• . . . about 80 m:illion, of which 34 . .. " 
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ft only . . • " 

"· ·· of which only 34 million ···" 

"· ·· of which approximately 34 million" instead of 
say 1ng "only. • 

•only" lays the emphasis that it i s only • ••• 

'Rell, I think that 1t 1 s better to say "approximately" 
f or th~t reason . 

I think it's qui te different if it's • only.• 

Yes, you're emphasizing •• • 

Otherwise you ' r e not carrying your thought. 

Uarriner, wha t do you want, •only" or •approximatel y"? 

Well , "only" is a little more effective than 1t you \ 
say • approximately .• I ' d sooner see •only" myself . 

Do you car~Mr. Delano? 

No . 

1.11 right. 

• • • • from the l ast ap~ropriation act.• • from 
t he 1938 Relief Act,• if you want to make it sllort. 
Th~re are some Federal pr o ject s in another expendi­
ture item, but Ne can' t separate them. 

Better show it to Dan, so that it's a~~ right. 

It reads now: •we find that from July 1 to Novewber 
18 tne t otal withdrawal from the Treasury by the 
United States Housing Authority was less than four 
million and by the Public Works Administration about 
80 million dollars, of whlcll only 34 million was 
from the 1938 relief appropria t1on.• 

That "only" is o bad wor d in there. 

It doesn' t add anytbini to it. 

" · · · of which 34·· · " you can say. 
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Well, if "only" doesn ' t belong there, then neither 
does the whole phrase, since that ' s the significance 
of including it . 

lhe purpose of it i s t o point out that 1t is an 
insignificant amount and therefore the justification 
of this expenditure . 

Wel l , I don' t want t o be too stubborn about it, but 
I think "only" i s a fighting word in that par ticular 
context, and I don• t t hink it is necessary t o use it . 

''ell, the point is, wq mention it? I mean it seems 
to me, Wfllfile, t ha t if you• r e goi ng to use th1s as 
an argument for th1s increased expenditure, and t hat' s 
wha t 1t 1 s used for and f or no other purpose, that the 
sentence doesn't seem t o convey t he .idea unless you 
say tha t •only•· this much bas been spent. 

•iell, you take the res t or the cont ext here . "It 
was naturally v ery difficult to predetermine .• ," \ 
see, l.l nd so on. You go along in v ery J!lctual manner , 
talking like an economis t, which i s what you1 r e 
trying to do . And all of a sudden you s ay "only 
this much co~es out . " 

Would you say "this much came out•? 

Yes . 

Take both "approximately" and "onlY" out? 

You can take • approximately" out if you want to, 
but I think that • only" is a fighting •for d and you 
don't need t o put 1t in there . I t doesn't add 
any t hing to it . 

I• ll have it typed . 

Come on, some of you other fellows , settle t his. 

Of course, sometimes you•ve got t o use a fighting 
word t o g et your point . 

I t hink the sentence is pointless without the 
wor d •only" or "less than" or •but• or some other 
dim1nutive. You're preceding it with an apology for 
tae fact tnat the expend1tures wer e small . 
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Burry, Barry, hurry. 

It na tur ally follows that you use t he 1vord • onl y" 
to indicate they were small. 

You don ' t s ay that, though, Herbert. You make a 
finding of fact t hat from J uly l t o November what­
ever-! t -was t he t ot al wi thdr awols and so on •.•. 

'•hat was the t o t al authorized, \'layne? 

wel l , & billlon and a half . 

If you want to put i n ~ne figure of a billion and 
a h~lf and t hen s ay tnat 34 was used, tnen you can 
leave "only" out. 

JJo it tnat 'Nay . Say "of the t otal authorizations" 
and give tne amount . 

Say "34 was used . " I'd cut out "only" - s elf-evident•, 

Very small f i gure . 

But I think without the t o t al picture you• ve got t o 
use 11 only 11 there t o pot nt that t hing out; otherdse, 
it ' s pointless. &ut if you want to put in the 
billion and a half authorization and say 34 was 
used, why, t hat s peaks fbr itself . 

How would you do it, l4r . Delano? I'm kind of tired. 

llell, the •only" comes before that - is 80 million 
the carry-over from l as t year? 

The 80 million includes the 34 . Might say "80 only" -
"of which 80 mil lion" -that ' s even small. 

Well, Wayne! s point ls that "only" is a fighting 
word and you don ' t want t o put it in, it s erves no 
purpose; so whether you put it one place or the 
o t her Noulon't get away from his objection. 

#ell, s ay np .W.• . has spent 80 million out of the 
billion and a half appropriated ." 

Well, tha t complicates i t. 
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I t isn't a billion and a half. 

What is it? 

294 

It•s only 965 million that t hey 're talking about 
here . 

Well, let 's examine whether or not it is a fighting 
word, 1f you want to t ake t hat time. 

I d on't think so . 

Well, I think the letter i s a f ighting letter. It 
should be. 

Well ... 

I think the whole letter is o fighting letter. 

What I think is that this is an issue that ' s worth 
f ighting f or and if anything the letter isn't -
doesn't have enough fight in it . I'm not deterred 
because of the fact that we•ve got - we're using a 
fighting word or it's a fighting letter. I 'm worried 
about the question are we making a strong enough 
fight to c arry the point? This thing is sufficiently 
important that we ought t o put up a bell of a fight 
if we have t o ; t hat ' s t he way I feel about it. 

You and me both . 

I don• t care about holding punches at all i n this; 
if you reel it, you feel it . 

Tbe whole force of that is devoted t o stating that 
not much has gone out on this heavy expenditure, 
and you're no t just engaged in setting down statis­
tics ; I think the word "only" i s needed to make your 
point. 

Want t o settle it, »r. Delano? 

I t bink I • d use "only. " I see llr. Taylor's point. 
But this is a letter t o the President; we're trying 
to point out that after all onlY a small amount has 
been expended on this - this last appropriation. 
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Are you s atisfied to use it, Yarriner? 

Well, I ' m - I•m not satisfied not to use it, or 
sometning else . 

"ell t hen, we 're unanimous on it, unless Harry 
ob jects ; of course, ne might ob ject. 

(Nods no) 

(Laughs) 

"05 "-"' 

Harry would say it's even 1110re diminutive - Just a 
measly trickle - 34 111.illion. 

I think it' s really a compromise, \'layne; if you 
really got the feel of th1s meeting, it's only a 
co111prom.1se . 

If you put each dollar ena by end, it would onl y go ' 
~round the ~orld hal f a time. 

I don't feel very strongly about it; Just wanted to 
call attention to the fact that if you put it in 
there , why, you were saying it t ha t way . 

That' s right • 

And that you were - tbe tone of tbe letter was 
supposed to be one of slight de t achment and finding 
t hat things were so . 

Nell, I think that point is settled, as long as 
you people feel that way . I ~hink that , to echo 
~r . Eccles'- dth't mean it thLt way - sentiments, 
I say t ba t I can't approach this with a viewpoint 
of detachment. I just can't be detached on t his . 

I•ve got to be careful on~ puns . I see that the 
New York Times boxed one in their news yesterday. 
They asked me bow the British pound would be and I 
said, "Time only will tell, and if they don•t, the 
New York Times will ." They ran it in a little box. 
It was a terrible pun, because when I said •Time 
only" I mean tbe Time Kagazine; so tbe Times takes 
it on itself . 

We can suggest to Time Kagazine tbat tbey use it and 
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reverse the capitalization and put it "Time will tell, 
and if not the times will . • 

After I said it, I realized it ' s a terrific pun. 

'l'er r ifically good or bad? 

Bad . But the New York Times seems to like it. Put 
it in one of their boxes - solicitation for adver­
tising . 

Now, can you (Oliphant) r ead yours? Got your 
correction? l'lai t ing t or lliss Chauncey? 

We• r e wett ing f or Miss Cnauncey . 

~nd then as soon as we get this , Yr . Delano, do 
you want to read it over the phone t o Mr. Ruml? 

Yes, s ir, I'll b e gl ad t o do it. 

I think it's a good letter. 

Are Ne going t o discuss the letter Mr. Oliphant 
dic t a ted? 

As soon as it comes in, wnich ought t o be any 
minute. 

Barry, I'd like t o - you mentioned tna t seven and 
a half months. Are you planning t o reduce it so 
it will last seven and a nalf? 

( Nods yes) 

How many? 

Put 1t down about tne middle of February to two 
million eight, about 400, 000 less than we ' ve got 
now. 

Bow much will tnat involve in dollars? About seven 
million a montn decline, commencing with December? 

~ell, beginning right today. It began ten days ago. 

That wil l be •• • • 
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As a matter of fact, 1t besan about the second or third 
of November • 

• • • 14 in December, 21 in January, about 28 in 
February. 

~es . That's a theoretical ba se . llon•t know how it 
will average out. 

In t he meant ime, Congr ess will be here in January . 

In the meantime, I think the curve in P.W.A. shows 
an increasing number of dollar s soins out; if you' re 
goins to a dd the dollars that go out Crom P.W.A. and 
tha t so out from us, I think the amount of dollars 
soins out from the Federal Treasury would st ay fairly 
cons t ant in December and January. The question of the 
velocity there is not a ma tter •.• • 

A r eal difference. 

Yes . On the other hand, some of their stuff does 
push out i nto private credit that isn't reflected 
in the Federal books . For instance, the cement 
manufacturer di scount s his stuff at the bank; the 
bank handles some of that s tuff. 

(Hbite hands B.M.Jr. another 
dr af t of letter to Pr esident) 

One wor d missing. 

One word missing? 

Yes . 

Shall I r ead this out loud? 

Uh-huh. 

The first paragraph - the first paragraph is the 
same. "It was pointed out in the spring of 1 38 when 
you recommended to Congress comprehensive recovery 
l esislation of which the appropr i ati on for work 
relief formed an important part, the possibility 
was envisaged by Congress that a s ituation might 
a rise which would call t or expenditures beyond those 
anticipated at that time . 

\ 
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"Although there has been a marked increase in 
industrial production, and, it is believed a 
sound foundation for the continu3nce of re~overy 
has been established, nevertheless the level of 
unemployment remains higher than was anticipated. 
It wa s naturally v ery difficult to predetermine 
accurately when expenditures on the heavier type 
of pro jects represented by the public works and 
public housing pr ograms would become fully effec­
tive. 1/e find that from July 1st to November 18, 
19)8, the t otal withdrawal from tbe Treasury by the 
U. 8 . Housing Authority was less t han $4 mill ion 
and by t he Public Works Adminis tration, under the 
program authorized by the Emergency Relief Appro­
priation Act of 1 38, exclus ive ····" 

No, tha t ' s wrong. 

That ' s wrong . I knew it was . 

The • exclusive• be1ongs out. 

The whole thing is twisted around . They didn't 
copy wh~t was at the bottom of the page. 

They did , but ..• 

Well, the idea there i s wrong. 

"Whereas, the total withdrawal by the .• orks Progress 
Administration f or the same peri od amounted to 
approxi.metely $882 million. 

"In addition to the foregoing, the New England hurri­
cane dislocated industrial production over a wide are• 
and also imposed additional burdens on the Works Pro­
gress Administration. ~rivate re-employment has been 
and is being further retarded by the depressing effec• 
on American trade and industry or the extremely 
critical international political situation. Finally, 
there has been an unonticipated lag in private employ­
ment despite the sharp increase in indust rial produc­
tion. A combination of these circumstances has thrown 
most of tbe recovery burden on the W. P.A. portion of 
the recovery progra.m during the last f ive months . 
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•I t would now be necessary to cut the W. P. A. rolls 
by almost one million workers if we are to remain 
within the apportionments of funds by months hitherto 
made pursuant to the Emergency Relief Appropriation 
Act of 1938 . 

•It is our opinion that from the standpoint of the 
proper timing of Government expenditures with the 
requirements of the general economic situation, it 
would be exceedingly unwise t o cut work relief expen­
di tures drastically a t this t ime. Therefore , the 
Fiscal and ~onetary Advisory Board respectfully 
recommends that you both r elease all present reserves 
and also modify apportionments by months hitherto 
made by reducing the period of apportionment from 
eight to seven months . • 

Well, as far a s I ' m concerned, it's ell right. 

~<11 r ight wi th me. 

Mr . llelano? 

I think it's all right, but I would like to- I 
don 't think that ' s the f orm that Ruml passed on, and 
if~ could call him up I'd like to tell b1m how much 
of this follows the original form and bow much has 
been changed . 

nell, you can go into Mr. Hanes' r oom. 

I Ul do tbe t , and • • .• 

There were things in it which, if you'd like to know 
h'bat I thought - I felt editorialized too 11ucb and 
went into some things which I'm not quite sure I'm 
convinced of, see? 

I see . 

And I mean that ' s why I asked to have them left out . 
But we ' re free and I ' m will ing to listen. But I ' m 
happy over this - the other tbing. 

It seems to me it' s all right. 

Nell, this has practically all of the thoughts, it 
seems to me, that the other bad. 

' 
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Left out one. 

Just another way of meeting • ••• -what did you say, 
Wayne? 

Left out onl y one thought, which was the one about 
the consumpti on level. Everything else is in there . 

That was a technical economic thing that was dit'fi­
cult to explain. 

Tha t ' s the thing I ' m referring t o which I would a 
little bit rather have left ott; but I'm more than 
pleased to discuss it if you feel it's important, 
Is that fair? 

That's entirely f air . 

Now, Harry, have this fixed up with Bell. Do i t 
again Nhile «e wait . 

Yes, we can just step outside . 

(Bell and White go out) 

(brief intermission ensues) 

'Ne • 11 go ahead VIi th the letter from Bell to the 
President. 

(Delano goes out ) 

Well , go ahead With tha t . Where are we? Do you 
want to read this out loud? You've got ••• • 

I•ve got a copy. 

Shall I r ead it? 

" lly dear l.lr . Bell: " Shall we do this without Bell 
here? Let ' s wait a minute. Don' t you want to? 

I t hink we might discuss some things about it even 
though Bell isn' t here. 

All right. 
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"Reference is made t o the provisions of Section 2 
of the Emergency Relief Appropriation Ac t of 19J8 , 

"I find that the following unforeseen extr aordinary 
emergencies and unusual circumstances have supervened 
since the apportionments of \V . P. A. funds wer e made 
pursuant to the provisions of the Section Just men­
tioned: 

"1. Re-employment in priva te industry has not, to 
the degree expected, kept pace with the increase 
in industrial a ctivity. 

"2 . An unanticipated drop in the ~rice of cotton 
hcs greatly a ccentuated relief problems in a large 
are" o f' the country." 

Will Wallace object to that? 

I ' ll say he ' ll object. 

.kll right . May I ju~t m~: ke a footnote : "Page Henry 
{/allace ·" 

Nhy say the pr i ce of cotton only? You've got corn, 
wheat. It seems to me the pri ce of agricultural 
prouucts, or certain agricultural products, instead 
of sifl!llng out - Wallace won't disagree that there 
1:\as been a great drop in the ~rice of certain agri­
cultural products. 

~>ll right. 

Why not say •agricultural commodities" - •the price 
of agricultural commodities . " 

All right - "products and commodities." 

I thi.nk that it's a big -unless you absolutely have 
to have it, it ' s a big mistake to put it in. 

Well , this is not a •• • • 

' 

r mean in addition to pointing out certain other 
tnlngs that have gone wrong wit h the general program, 
why, you thro;v in agriculture too; and to have the 
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President put t hat in a published l etter that's 
going to Bell and so on, which has to be published -
., think it would be very un!ortllilBte. 

I t doesn't have to be published at this time. 

I t will be, though . 

It has t o be ;>Ublisbed when it goes to Congress . 

I raise - I thiru;: it ' s - you got how maey reasons -
four reasons- ana I t hink it ' s very unfair to 
Henry Ylallace . 

Well, suppose you said •certain agricultural 
commodities.• 

I don ' t see why you have to s ay it&t all . 

vJell . ... 

You don• t say 

Then I ' d like t o postpone the discussion until Dan 
gets here, if there ' s doubt about it . 

You' d like what? 

l ' d like t o postpone the discussi on until Bell gets 
nere . 

I don 't see what legally it adds t o it. 

Well, this money is not availtble a t all , ~r . 
Secretary, unless the President can point to 
certain concrete extraordinary emergencies and 
unusual circumstances which c ould not have been 
antici pated . 

Have you got the copy of the l aw t her e? 

Yes . 

Bow does that Section read? 

' I 

"··· except upon the happening of some extraordinar y 
emergency or unusual circumstances which could not be 
antici pated at the t i me of t he making of such appor ­
tionment." Now, you're not now dealing with the 
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~ueation or publicity; 70u are DOW dealinc witb tbe 
Question or wbc.t baa to happen 1D order, UDder tba 
law, to aake the appropriation available, and ••• 

Well, I've got two .uggeations to make to this rooa. 

Well, what would you think, Harry, it 70u said 
"prices of certain aaricultural products•? 

WtJ7 DOt aq •certain co•ooitiesft? 

I feel very strong!)' about this one . This baa sot 
to be a legal docuaent, but at the aa.e tt.e tbia 
.tg-t become a very t.portant political doc-t. 
I would certainly have a sentence in thls doc~~nat 
whicb you've cot in the other one: •Althouch there 
bas been a marked increase in i.ndustrial production 
and, I believe, a sound foundation for the continu­
ance of recovery has been established ••• • -I'd put 
a sentence like that in this let~er. Unless 70u are 
forced to the bitter end, I'd take out tbia 
tural thing, lock, stock and barrel, because 
think that - that's just political dynamite. 

Well, is there ~ secret about the fact that these 
commodity prices have dropped? Just what is the 
political dynamite? I want to look at it. 

You say it has greatly accentuated relief probl .. a 
in a great area. You certainly do lq the whole 
tara probl- on the line and aa7 everything tbe 
Republicana sa7. 

Well, the Republicana didn't •&7 the prices have 
dropped. The aarket paces sa7 it. I'• DOt M7iDI 
what the Republicaas say. 

Well, on lesals rounds, after all, one reaaon is 
as cood as three. 

It none of the. are very sood, you ai&bt need about 
seven. I'• not ~ too well satisfied Witb it as U 
is, puttinc in all could set. 

~~ interpretation would be that we1ve been ouraad 
witb abm!dance and tlaat's tbe -aeJIC7• 

(Bell ud bite retva) 

Regraded Uclassified



Taylor: 

Hopkins : 

Oliphant: 

ll . lo! . Jr: 

Gast on: 

Eccles: 

ll:lotz: 

1:1. M. Jr: 

Hopkins: 

Taylor: 

l:.ccles : 

Oliphant: 

H. !.a .Jr: 

Oliphant: 

304 

-29-

"hat it ' s too bad. 

I' 11 tell you no·R many people ar e on t be relief 
rolls because you cut down t be production of cotton, 
but I don ' t want to. 

Well, thot• s not an unenticipated one. And for the 
same reason I'm not making any r eference in this 
document - I want to point that out to you, Mr. 
Secretary - to the fact that you're slow in getting 
your P. VI . A. under way, because that 11as not unan­
ticipated; the answer to that is that you could have 
Qnt!cipated it and hurried it up. What I've tried 
t o do is to stick to f acts, events that you couldn't 
anticipate, and, putting them all together, you 
don ' t have any too much . 

,'/ell, if 
isn't in 
a minute 
in tnere 

the idea is to hang it on somebody who 
the hdcinistration, way not say - now, wai t 
- that you ' ve got your international situati on 
- an ac t of God. \ 

You' re implying that God isn• .t the Administr ation. 

Yesterday we nent all tllrough this. 

Hear what Gaston said? 

~oruetimes I wonder, Herbert . 

Now, I'm SO percent seri ous on this suggestion -
unanticipated dr op in sterling and its reper cussi ons 
on the commodity prices . 

Yout ve got Hitler and Chamberl~in both there. 

You've got them both. 

You•ve already got them both in on the internati onal 
situation. 

'• here ' s something to that, I'm s a tisfied. I'm 
satisfied if you let me work it up that way ••• • 

I ' m 50 percent serious. 

I'm 100 percent. 
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I 'm lUJ percent agains t it. 

Don, does this under the l aw have to become a public 
document? 

No, except that 

It will be. 

.•. for some r easons .•.• 

You' ve go t to notify Congress . 

••• so:ne rea sons like this nave got t o go to Congress 
1men you c.sk for c.ad i tlolUil money . 

n. • • exce,>t upon the m.ppening of some extreord1Mry 
emergency or unusual circums t ances woich could not be 
anticipated a t the time of m:.king of such apportion­
ment. The same may be walved or modified by the 
President, who s hall fully s et forth the reasons 
ther efor a t the time of acy such action" - he has 
to put it down in writing - 11 und shall communica te 
the same t o Congress in connection with any estimates 
for additional appr opriati ons t o carry out the pur­
poses of this t itle . " 

Pr obably means he shall communica t e t he same docu­
ment , doesn't it? 

Pr obably does . That Nould be the safest thing t o do . 

be the r ight thing t o do . 

1he r ight thing to do . In J anuary t hbt could go up. 

llhy not pass tha t up f or the moment and take the 
r es t of them, s ee i f ther e ' s enough in t here to 
eliminate this agricultural ma t ter, come back to it? 

Don ' t want to also put ln "due to the f act that 
our vur ge in Iowa 'NB S unsuccessful, it is therefore 
necessary"? 

'Ne can go 

Oo ahead. 
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You can go back t o s terl1ng if you want to . 

Think you better go forward, not backward. 

Sterling didn ' t drop quick enough; t hat •s the trouble . 

The Br itish never missed a bet yet, and I don't think 
they missed one this time. 

(White steps out) 

All right . I •ve been o lit tle facetious . Now what? 

!los 'Rbi te left the room? 

You scared him away . 

Whi te did have a fit on tha t one . 

I would like t o point out that , f ollowing out your 
idea, I want to keep t hat idea in . 

You like that? 

That but for t he price situ~tion, the acute price 
situati on in the international commodi ties, the 
s ituation would have been oifferent; and that is 
oirect l y r elated t o exchange. 

' 

I like that idea, because I ' m sure nobody on the Hill 
or anywhere else wil l understand it. I think it sounds 
like an ao•fully good r eason . 

We can write one like that f or you, Herman. 

'!he very fact t hey don ' t unders t and it, though - they 
may ask somebody to go up to explain it. 

You notice I'm be ing very facetious since we fin­
ished our letter; but this letter that Bell is going 
to write - I'm having a good t ime. I was very 
serious, but now I ' m having a swell time. 

Herman's driving me nuts on this one. 

Well, I agree that tbat firs t suggestion of yours, 
that we put 1n that l ittle- you know - •••• 
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,,, ivory up t here at th~ top. 

But I'd like t o work out that commodity price thing 
and see i f we can't work that in. 

Bell, this is your letter, old man, so what you 
going to put i n it? 

#eil, this is a letter dir ected to me; I'm on the 
receiving end • 

.l<ttaboy, Dan. 

The last paragraph is really the only on~ I'm inter ­
ested in, 11here I get the direction. 

Ho1~ about sending <> carload of lawyers down with 
tnis letter to the Pr esident, so that he can •••• 

If you don' t give nim a r eturn ticket, it ' s fine . 

This is cr azy . 

Herman, you want a little more t i me? 

'ies , I •o like to see wttb. ·1/hite if we can't work out 
a f ormula satisfactory to everybody . 

o'lby don't you go back to your office? .bod then the 
only people really - Bopltins will want to see it. Did 
you {Lccles) want to see it1 

Not necessarily . This is not my ••••• 

Let's wait a minute until we heor from ~r . Delano, 
clear that up. 

Want to r ead the r est of it? 

\/ant to read the rest of it? 

Oh, is there more? 1>ll right . 

• ). The critical foreign situation has bad an 
adverse effect on recovery and private employment 
in this country.• You knOW what the President is 
going t o say t o that? •That's what Herbert Hoover 

said in • :32 . • 
('finite retur ns) 
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"4· The hurricane seriously dislocated industry 
and trade in the northeastern section of tbe 
country and added to the relief burden in that 
area . 

•Because of these emergencies and circums tances, 
I direct that the appor t ionments of '1/ , P , A. funds 
hitherto made on the monthly basis" and so for 
an<l so on. 

Kerman, do you want •.•• 

I'd like t o talk that over 11itb Whi t e and Baas. 

Let ' s wait for iir. Delano. Whi t e ' s in on the other 
thing . 

Vi hi te and 1 switched the word "onlY ." 

From which t o wha t ? 

?~t it before the 30 instead of before the 34. If 
you put it bef or e the 34, it's only 34 of the SO, 
&nd tha t isn' t the impression you want to leave. 

It belongs before the SO . 

It belongs before the 1!0; you see, iC you put it 
"only 34," it ' s only 34 out of the SO . 

Isn •t tbat correct? 

That's correct, but tna t doesn't impress you with 
the smallness of it. It's half of t he 80 . 

Wnat? 

It' s nalf the SO . 

i.lnly 34 of 80 is nalf of it, which is not sob ad; 
but SO of seven or eight hundred is only a tenth, 
so tha t ' s bad • 

Billion and a half. 

No, i t isn't a billion and a balf . 

\ 
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I:.ccles: I t's the appropriation. 

Bell: 'II ell, 1 t was a billion and a half if he sold his 
bonds, but he isn't taking any bonds; they're all 
grants . 

Hopkins : 

Bell : 

Hopkins : 

5ell: 

HopKins : 

Bell: 

H. :.I . Jr: 

Bell: 

Delano: 

1'/ell, he can give the whole business out in grants 
i f he wants to; theref or e, it's a billion and a 
half. 

No, it isn•t . 

Certainly is. He's got power i n t he Act to give 
a Hay a billion r nd a half aol lar s if he wants to. 

Only in case he t akes bonds for 55 percent or the 
965 million. 

The pov;er is there. 
makes al l gr ants, he 
bi l l i on and a ha lf. 

I don •t think so . 

If he doesn't take bonds and 
can make grants up to the 

(Delano r eturns) 

nell, we 1 11 come back t o t hat ln a minute? 

Yes , s ir. 

Dr. Ruml checks al l right on tbis . He sai d be 
thought i t was a ver y good idea t o l eave out that 
par agraph about cons umption. Sai d tha t ~as simply 
intended f or information; not essential to it. 

He made another point about poli cy in general t ha t 
I think is very good. It was running through my 
head when I a sked if this were t o be given out to 
the papers. He said, of course, if the President 
wanted to give it out; all right, but be wanted to 
point out that it might be a b ed precedent to e st&b­
lish if every time the President asked our opinion 
or we had some suggestion to muke t o him, ipso fact o 
it were going to be given out; and pretty soon you'd 
begi.n havi.ng pressure from Congress and the public, 
wanting to know IVhat we were r ecommendi.ng . The 
President wants, I suppose, to keep this as an 

\ 
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advisory comm1 ttee to bim that be can t elk to 
freely, and not an or ganization necessarily giving 
f ormal papers and documents out . 

Well , if I - I went at grea t lengtb to try to explain 
to tbe press yesterday wbet my unders tanding was. 
Tney kept asking me, and I said , "As far as - t bis is 
a fiscal and monetary committee ; we report to tbe 
President. Tbe President may tbrow our reports in 
the ash can or he may use them, I don' t know. But 
wll& t "lfe do is his property . • 

Absolutely. 

"· ·· i s nis proper ty, and I haven't t he faintest idee 
wbet he ' ll do ." 

Wel l, the point that Ruml makes is tha t, of course, 
if the Pres ident decides t o give t his out, why, we 
have no complaint; but perhaps for his future peace 
of mind it might help him if he didn ' t give - didn't • 
es tablish the custom of giving these th:!.ngs out . 

I think in this case, like so many t hings we do here, 
we•ve just go t to let hi m decide whetber be tbinks 
it ' s e useful instrument f or him t o use publicly or 
keep it in his vest pocket . Tha t would be my feel­
ing . I never know. Anything that I send over to 
the White Bouse - I always write it so that it could 
be given out, but I never know wheth~r it will or 
won't. But he may feel, "VIell, they ' ve taken this 
on t hemselves, to offer me their advice, and in 
or der to j ustl.fy this I wE.Dt to give it out ." llow, 
on the other hand, he may say he ••on' t . I t hink 
we have to leave t hat t o him . 

•ven if he sbould give it out, it wouldn't necessarily 
need to establish a precedent, becau se as he got re­
ports from time t o time, nobody but he would l!.now 
tha t be bed those r eports, so t ha t •• • • 

I made it awfully plain to the boys yesterday that 
we would never give them any information here; any 
Infor mation of this group would have to come from 
t he President. I said t his would be just as secret 
os tae work we do on t he budget. 
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(Nods yes) 

So if tile t 1 s the only t hi ng , •••• 

'l'nnt 1 s tne only thing on that . 

Otherwise he likes it. 

Trying to protect tile President, really. 
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Well, in this case it 1 s purely up to the President. 
Nobody llere will give it out. 

Xes . 

)lr. Delano? 

~es . I was only wondering wllether it wouldn't be 
advisable to furnish -he'll make up his own mind 
as to wllether he'll give this out, but if he begins 
by giving this out, it ' s going to be a little harder 
not to make the others • •••• 

I wouldn ' t want to do that. I mean I ' d be very loath -
it t akes a lot of nerve to do this much, but then if 
I go on and tell him wllat to do with tile document, lle 
migllt feel I was going too far . 

Al). r igllt, sir . 

llow we• re back to t his word "only"? 

llr . Bell or somebody changed it around . Would you 
tell Yr. Delano what you did? 

I don't know whether Wllite d~d • • •• 

Yes , we put the "only" before tne 80 because that' s 
where it properly belongs. I don' t tllink there ' s any 
question about it. Otllerwise it merely means tllat 
tbey nave been subject to unfortunate criticism, it 
you like, because they haven't expended the whole 80 
and expended only 34 ot the 80; 11hereas, wllat you b. ave 
in mind, I take 1t, is tllat they expended only 80 ot 
tile total and even part or tllat 80 was tor soaethinl 
else. 
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Tha t's all right . Surely, 

That all right, Marriner? 

Yes. ~ee if I understand it . The way it r eads 
now, the i mpression would be given tha t only 34 
million out of 80 mill i on ha s been expended, which 
of course is a large percentage; whereas, what we 
really meant t o say was tha t only 80 million of t he 
lar ge appropriation, plus wha t was carried over, bad 
been expended . Therefore, the • onlyn would go before 
the 80 . Is t ha t 

Tha t' s right . 

Is i t agreeable, then, to ever ybody tha t we put this 
i n a f ora where it can b e signed? 

I t' s &greeable to me. 

Mr. Delano? 

Yes , s ir . 

Now, whet I would do, Herry, when i t comes for 
signature~ under t he - what ever the wr;y is it ' s 
s igned - Respectfull y yours " - then I would put 
under t ha t word "Fi scel and Monet ary Boardn and 
t hen r oom f or signature under t hat, see? Because 
it wi ll be written on my stationery. Wha t? 
On, her e it i s . That' s the way • 

I 1 ll have that done right away . 

Now, ~r . Oli phant, you want t o hold f orth? 

No, what I'd like t o do i s di scuss that problem with 
Baas and White, and I t ake i t we can work out a 
f or mula tho.t Nill be sat isf actory to Barry and your­
self, and I t hink tbat you're tbe only persons 
i nvol ved . 

This is the letter from the President to Bell . 

Yes . 
ilould you care t o see t ha t when it's finished, llr. 
l>elano? 
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No, I t hink it will be perfect ly all r i ght with me. 

Marriner? 

No, I don't care t o see it. I think as far as this 
cotnmittee is concerned that our responsibility here 
ceases when ~e make this recommendation. As to what 
the President might say t o Bell as s means of carry­
i ng out that recommenda tion ,,, 

l<ould you mind waiting five minutes to s ign it right 
now? Is that a l l right? 

· Now, you (Hopkins) K&nt t o see t hi s l e tter , What? 

HopKins: .1• 11 be i n t ouch with Oliph&nt. That letter won't 
be r eady probably f or another hour or so, will it, 
Herman? 

Olipb~< nt: No . 

Hopkins : 

!! .UI .Jr: 

l:lop~ins : 

!!.li .Jr : 

I ' ll be in t ouch wi th him over the phone about it . 
I'd like to be excused if I could . l 1 ve go t sever al 
appoi ntments . 

Well , the way this i s going from the Fiscal and 
Moneta ry Board is entirely s a tisfactory to you? 

Al t ogether so. 

hll r i ght . The other t h ing Ol iphant will check with 
you. night? I'll send a man down w1tb i t on t he 
eight o 'clock pl ane. 

nnd i f you gentl emen don't mi nd Just wai t ing a few 
seconds •••. 

• 

\ 
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wonllber aa p 
lO:ll a . a. -~ f'' . 

KMJr: Hello. 

Operator: Seoretar.r Iokee. 

JQ&Jr: 

0: 

HKJr: 
8t G1· 
1oll:ell 

RJIJr: 

1: 

JOIJr: 

1: 

HKJr: 

1: 

HJIJr: 

1: 

IIKJr: 

If 

HILTr: 

1 : 

HJUr : 

I: 

Hl&Jr: 

I: 

Hello. 

Oo ahea4 

Hello. 

Hollo. 

Hlroldt 

Hollo HenJ'7. 

How'• Hannat 

F1.ne. 

I want to go there eoae t1ae. 

You ought to. The .Ubuu.dor 1fr1ght down there told \ 
•• that 70u had been n1bbl1n6 at 1t . 

Yee. 
And he - the1 real~ han a dellghtful ~ out there, 
&n1 t1Jll 10u want to go, and that oountr.r olub. 

Oh, at the oountr.J olubt 

Where 10u1d be quiet and alone, niot 

D1d 70u p~ thatT 

You oan pW golf or owta. 

Where d1d 10u otaJT 
Well , I otaJod at tho hotel. I wa1 there Juot one n16ht. 
But 1f I - if I ebould go there tor a oo-oalled root 
wh1 I would go to the oollJltr.J olub. 

Right . I Juet oalled liP to 1&1 thank• on g1Tin6 thOII 
art1ot• a oloaranoo to go ahoa4. 

Yeo . 
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ADd I aDderat.aD4 eTa"7b~ ' • )U.pp,J Ul4 I want. to aq 
t.hanke . t.o 70u, au4 JOU al&kt tall- 1n 7our abaenoa 
Burlew waa Tel')' oooparat.lTa w1t.h •• peraona~ . 

Oh, well, I'• aure he would be . 

Wel l , he waa, but t.bat.' a al l I b.aA on IQ' a 1Dd • 

All r 1ght HODl')', thank 70U. 

Goodb7e . 

Ooodbfe . 

\ 
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Mr . Bewley 
Mr. Taylor 
Mr. Lochhead 
Mr. White 

"o--ber M , 19"8 1.1·1"' 
~-~-- - ~- o - . R A.l , 
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B.K.Jr: · I aaked you to come - you most likel:y will 

want to make some notea. 

Bewley: I will borrow a pencil U' I 118n. 

R.V.Jr: In the first place, I want to acknowled&e 

receipt of this. ( Secret memorandum from the British Embassy 

dated November 17th) . 

And I also want to sa:y in this conYersation 

which I am goins to have with you to- da:y that as f ar as the 

oper ations of the British Treaaury are concerned, all tbroush 

these difficult times I have .felt that they have done ever:ythins 

t bb t they could to maintain the price of sterling. But the 

reason I asked :you to come to-da:y is on account of this sharp 

brea.k which bas t aken place. It Just happens to be a circua­

s t ance that this came over the Dow Jones t icker at 10:40. 

Just happens to be a coincidence. 

(Bewley read the ticker announcement.) 

Bewley; 

B.M.Jr l 
you see. Now 
botherins :your 

BtwJ.tYi 

B.M.J'r: 
to consult, 

Btwlu: 

Yep. 

You didn't see this, Taylor. Its 4.66 plus, 

the way I look at this thing I 811 sure it is 

governaent Just the way it is us. 

I think that ' s quite certain. 

And under the tripartite we are supposed 

Yep • . 

B. li.Jr: 117 only re&ret is that we bann•t consulted 

more trequentl:y. On the other band its DO use asking to talk and 

to goesip and I bave been bopinl that with the aignin& ot tbe 

trade treat:y possibly thine• would &et better. I ban reall:y 

been markins tiae an4 waitinc until that was b7 and t1.niabe4, 

I aa very much disappointed to aee that ater linc did not recover 
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signi ng; that t hat would be sort of a mile post. 

Now we went tbru all kinds or consult ati on 
with the Frenc h prior to their getting out their recent decrees. 
we were unsuccessful i n our efforts to adTance certai n advice 
to t hem which they did not choose to f'bllow, but it never got 
to 11 point that they would t ake our advice so I never said any­
t hing about it and their s ituation was getting steadily worse. 

But we have been doing a lot of studyi ng 
here for about a month on the r elation of sterling to the dollar 
a1~ I j ust j otted down a few things here. (B. K.Jr. gave Bewley 
~copy of Exhibit 2 attached.) 

11 Now 1t: this decline should continue it i s 
likely to r a ise questions in this country concerning the meaning 
;,nd usefulness of the tripar tite accord. " 

Well tba t 's already happened. The New York 
Tribune in their financial columns sneered at i t l ast week. 
I don ' t know whether you happened to see it or not. \ 

Bewley: Yes I did . 

H.M. Jr: Remember, all l ast summer the European papers 
kept shying that if only nmer ica would get out and get going it 
would help things abroad . Well we have got things going. 

Bewley: Of course t here is al ways a l ag. 

B. ll. Jr: True. 

BeWl ey: Your balance of payments is .not balanced as 
yet. I have no doubt it will be soon. 

H.M.Jr: 
covery. 

True . I am t alking about our i nternal re-

Bewley : Yep. 

B.ll.Jr: We bave bad a very, very sharp recovery and 
i t s going up almost as rapidly as it went down. 

Bewley: Yep. Yep. 
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H.ll,Jr: (Reading aloud Paragraph 4 of Exhibit 2) 

BeWley: That ' s further informati on that you have got 

which is not published? The second part of that sentence 

"Information which· we collect and periodically puslish fo~ the 

United States, and of information not published that we would 

be glad to exchange, etc , " 

H.ll , Jr: No I mean not published by you. 

Bewley: Oh yes. 

H.ll.Jr : Not published by you. 

Dr · White: Or by the British. 

B.K. Jr: You (Or. White) mean both? I didn ' t know. 

lly attitude, Kr. Bewley, i s this: It seems 

to me that we ought to be intelligent enough to find some way 

to cope with this situation a nd I have no concrete suggestions 

to offer. I am worried . I aa concer ned. \ 

Bewley: 

H.ll.Jr: 

Bewlex: 

Yep. 

I am sure your people are also. 

Yes. 

H.ll.Jr: And I would be more than pleased to get any 

suggestions. And I think until we can see daylight that we 

ought to consult frequently and I consider this one of the eost 

important problems I have to cope with. And its the sterling 

COI!Ullodity situation which is the one weak spot 1n our whole 

recovery program here, and so I would appreciate it i f you would 

col!lmunicate this to your people and see what suggestions they 

have. 

Bewley: Certai.nl;y I will. I don ' t think as regards 

present position I have anytjdng to add to that note I gave you 

t he other day, The only thing I can add at the moment in 

connection with your recovery I imagine that will coae 1n time 

but the lag in that is bound to be very great ; bound to be a 

matter of some mont hs, but your purchases pick up relatiTely. 

I should hope that as time went on that that would become a 

very strong f actor. It has not reall y come i nto play yet. 
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H.M. Jr: No but whf I am talking to-day i s for two 

reasons: l. I wanted to wait unt11 the trade treaty was si&ned. 

Bewley: Yep. 

H.M.J'r; 

BewleY: 

2 . I hoped that 4 . 70 was the bottoa. 

Yep. 

H.M. Jr: 
lt would go up . 

But when the trade treaty was signed I boped 

Bewley: Yep . 

H.M • .Jr : Tbat bas not happened. And therefore -

here lt i s the 22nd of November and you signed it on the 17th, 

so I wouldn ' t have asked you to come to see me for weeks i f 

sterling bad stayed around 4. 70. 

Bewley: Yep. 

H.M,.Jr: And I sincerely hoped it would not break ' 
4. 70 but the milestone, as far as I am concerned, is that !~have 

been w&1ting for t his trade t r eaty. We believe here, in the 

~dministration, that this quest ion of sterling-dollar r ate would 

be left to the discussions as between Treasuries and within the 

tripartite and we would keep it outside of the trade treaty, which 

we are doing now. 

Bewley: Yes, oh yes. 

H.M. Jr: I made this understood with the State De­

partment , that we would not try to weave it into the trade t .reaty 

alld say that this or that happened, so we have left it outsi de, 

&nd we j ust felt that this was the proper i ncident t o conduct 

this conversation. 

Bewley: 

H. M.Jr; 

BeJ!lex: 

Yep. 

You agree? 

Oh yes. 

IL M. Jr: So here we are. I Bill leaving at noo(n toaorr) ow 

r.nd if you !lave something and its iaportant - are you Taylor 

going down to your place? 

Tailor: Ho. 
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You wi~l be here? 

Yes. 

H. M.Jr: Wayt1e will be here and you get in touch 
wi t h him and 1f its important enough you can come up to my 
place. Its Just ~n hour and a hal f by a ir. 

Bewl ey: 

H.M.Jr: 

BewleY: 

Bow long ar e you going to be away? 

Back Monday morning. 

Monday morni ng. 
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H.M.Jr: Yes . If this thing should be downward -
just t o show you bow closely our two things are together here 
i s a char t of Reuter's. That i s your index and Moody ' s is 
ours . Spot and commodities f utures . You can just see how 
they move together. Looking back a month here ' s ours. J.nd 
t his whole thing they practically move together . I haven ' t 
got a sterling chart here but they ' re of the spot .and f utures 
~nd here ' s your da ily index. If you would like to have this 
I would be glad to give i t to you. Would you care to have i t? 

Bewley: Yes thanks very much. 

H.M.Jr: I didn ' t have it - this i sn ' t staged or 
bnything , I get this every day, But I 1m just sbow1.ng how 
closely related they are. n S f ar as commodities go the two 
countr i es are in the same boat and its very important to us . 

Bewl ey: Well I don't think t here is reuly anything 
more I can say but I certai~Y will pass it on by telegram and 
I know my people are as concerned as you are and will do every-
thiug t hey can. 

H.ll.lr: I don't expect you to say anything , but I 
am letting you t ake my pulse and if there is anything you want 
t o ask me in addition. 

I don ' t think ther e is at t he moment. I 
your posi tion quite clarly. You haVe given Bewley : 

t hink I understand 
it qui te clearly. 

H. M.Jr: 

Berlex: 

Butterworth is on the water now. 

Coming over here? 
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B.M.lri I sent tor hia. I aent t or h1a t en days 
ago just to brin& ae up to date, but the reaaon I aa say1..Jl8 
this I hlive sensed this thill8 right along but I han been . 
11
arking time hoping each day t he thing would get better , 

Be~lex: Yes . 

H.M. Jr; But we will see. But it does seem as though 
these two great countr ies t here ought to be some way tbst we . 
can devise to l i ck this thing and not j us t take it lying down. 
There must be some way. We nave got to lick it. 

Bewley: 

R. M.Jr: 

Taxlor: 

K.M. Jr: 

Lochhead: 
discussion . 

H.Y:. Jr: 

Yep. 

Wayne want t o add anyth1Jl8? 

No. 

Archie? 

No . We will keep it just on the general 

Barry? 

Dr • White : No . 

H.M. Jr : 
cheerful , 

Bewlex: 
any replf. 

Tbsnks verr much. I wish I could be 

I will let you kDow just as soon as I have 

\ 

B. M.Jr : And as I say during the next tew dars you 
cont act Wayne and 1f it is sutfic1entl7 iaportant I can be got ten. 

(Mr. Bewle7 left the Secretarr ' s office 
the group remained) and 

H.M. Jr: You (Mr . Tar lor) satisfied? 

Taxlor: That was verr good . 

H. M. Jr: You, Barrr? 

Dr . White; Yes, quit e. 
L9chhead: You got this thine over tbst rou are concerned; 

t but we are not j ust complacent about this thill8• 
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pr. White: n.nd this business of "lag" is not altogether 
true. TheY are beginning to reel the impact already on account 
of imports. 

H.V.Jr: I left out all mention of capital movement 
and trade . I did not want to argue . But certainly i t was 
j ust the moment to give him the chart. I certainly was most 
courteous. 

TaYlor: It was fine. 

Dr. White: That was perfect . Be knows you are con­
cerned . 

H.Y. Jr: I wanted t o get over to h1a thbt I wa ited 
unt il the trade treaty had been signed and if i t not not 
broken I would not have done anytptng. 

pr. White: I think it was perfect. 

Taylor: Just grand. 

H.ll . J r: 
differently? 

Would you (llr . Taylor) have done it any 

Taylor: No. 

B.ij.Jr: (To Mr. Taylor ) 
this is what I gave h1a (Exhibit 2) 

Tell Herbert Fe1S 

f1 ;3.>" l 
that 

•• 

Regraded Uclassified



323 

G ': ,_ '\. -.:s) 

liJ cSeAJ' ar. Bella 

1\ef-noe 11 •4e to ~ pru•h1ona f4 a..­

Uon 2 of 'be E•rpnq l'lellef Appropl'l&Uon Ao' of 

1~. 

I nn4 \ bat the follOWing untoreaeen enra­

ol'd1narf -rs-o1M an4 Wlll8illal ou.u..tanoea haft 

aupe1 '""*' a1noe the e,pport1on.nh of • . P. A. 

tl&n4a WN llllc1e PIINU&nt t o the PJ'OYidone of the 

S.OUon ,Jsat •nUOMda 

(1) ~lo,pen' 1n prhata 1ndua\J7 bu 

no,, to \!» tacsw ~~~Q~Mtecl, kept PM• with the ln­

Oi'MM 1a 1fti1Datrlal .. u'llUoa. 

(2 ) An --'1o1patecl 4rcp 1n tbe J)J'loe of 

oot\01\ bu p-.U, 11Ufttllate4 rellef pJ'IObl .. la 

a lartle ana of the OOIIftUJ• 

(:U Ybl orU1oal fore1p 111\uaUon bu b.a 

u aotvw11 ettoet upon rwo'fiiJOJ 8114 pl'&qte ... ~­

••' 1ft thlo ..atrr• 

(t) tM llln'&Mftl ool'l..-17 .u.a'atidal la-

dutl'f an4 ,,... 1a t1so ~ ... ,u. of cu 
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oount11 an4 adUd to tbe r.llof bu'CSen 111 U.t area. 

BecNiuH of theM ••I'Senoloe an4 ol~'-llo .. , 

1 41NO' t hat the ~rtl~nt1 of w. P. A. fl.uldl 

hS.ther\0 11&41 on the 80ntbl.J liUU be, pllN\I&Il' to 

thl pro'fialonl of SeoUon a of the t aorpnOJ P.ellof 

Aot of l G;)B , 8041nect b7 re411aln« the ~J'lo4 of ap­

porU~t fl'ooa elQbt to IMft1\ 80nt h8. 

1 t\ll"ther d1NO' t hat aU rttiOI"'''OI Ill thot"to 

11t up apln1t the ~propr1at1onl l n qu11t1on be re-

l 8&8e4• 

Ronorablo Dalllol w. Bell, 
AoUnc DlNo,or of the ~, 
1f&lll1nston , D• Co 

• 
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DRAFT 

Uy dear !.tr. Bell: 

Reference is made to t he provisioi'B of Section 2 

of the Emergency Relief Appropriation Act or 1938. 
--,.<---

1 find thao the following~extraordinary emer-

genciee and unusual circumstances have supervened since 

t he apoorti onments or w. P. A. tunds were made pursuant 

to the provisions of t he Section just mentioned: 
~ u. """-7 ...... ""V~ .t. 

(1) Reemployment in private industry has not,, 
.,d.. 

kept pace with~ increase in industrial aoti v1 ties . \ 

(2) An unanticipated drop in the pr i ce of 

cotton has greatly accentuated ~ relief problems in 

a l arge area of the country. 

(3) 
~ 
k t&l ~ 

(4) 

The critical foreign situation has had arv 
......--) ,~ ... ... r .... ~~ .. __,. 

effect upon recovery,in this country . 
~--·~, The hurricaneAdislocated industry and trade 

i n the Northeastern section of t he country and added to 

the relief burden in that area. 

Because of t hese emergeno1es and circumstanceo, 

I direct t hat the apportionments of w. P. A. tunds 

hitherto made on t he mont hly basis bo, pursuant to 

the provisions of Seotion 2 of t he Emergency Relief 
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, ._. ,1. • •. .., 4< ,;4---.-/-/. 
Act c! 1938, 1110d1fied b;r, -*l '118 1111ll apport1onment .. 

~ ·--~ .--
OR t~e ~aele ef ~e1ght4montha,1Rii tal ef aa·sao 

I !urther direct that all reeervea hithert o 

set UP against the appropriations 1n question be re-

leased. 

Sincerel:r, 
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U7 dear Mr. Belli 

11. 2. l : ; 

:.-.. • 1- .-l . J-
J 

:! 2b 

Reference 1a 111ade to the prorte1o .. of SeeUoft 2 

of t he Eoe.rgenoy Rel1ef Appropr1at1on Aot o f 1938. 

I f1nd tha t the f ollowing extr aord1n&l'7 ner­

geno1ee and unueual c1roUJII tanoee haYe eupe:rened e1noe 

the apportionment• of 11, P. A. tunde were l!lllde purai&Ailt 

to t ha proY111one of t he Section just 11ent1onedl 

(ll ReemploJl'llnt 1n pr 1Yate 1nduatr, hal not 

kept paoe w1th 1ncreaee 1n 1nduetr1al aot1rtt1ee . 

(2) An unant1o1pated droP 1n t he price of 

cotton haa greatly accentuated the relief probleae l n 

a l arge area of the country . 

(3) 'rhe critical f oreign e1tuat1on b&• had a 

detr1aental effect upon r ecovery 1n th11 country. 

(t) 'rhe bllrricane d1elooated 1nduetr.r a nd 'ra4e 

1n the Hortheaetern aect1on of the countrJ and a44e4 ' o 

the :reUef burden 1n that a:rea. 

Becauae of the" e•rseno1i• an4 e1rouaetanoe• , 

I d 1reot t hat t he apporUonMnte of ~. p, A. f\Uidl 

hitherto -de on the 110ntbl1 baa11 be, pureU&I'It Co 

the prorta1one of seot1on 2 of tiUI lmercenor llelltf 
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•• 'be ..,..,. of •lib' IIOiltba lute.a of onn. 
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I hPtMI' 4ll'oot that all roool"fto b1tlllnto 

oot .. ..,.taot tM oppropl'laUOM ln 4lMO\l- M ,.._ 

1 ...... 
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November 22, 1938. 

TELEGRA!.I (OWR WHITE HOUSE WIRE) 

(PHONED TO W\ . RODIER AT THE WHITE HOUSE AT 7:55 P.M.) 
~ 

LIEUTENA!IT llcKAY COAST GUJIRD ARRIVES ATLANTA AIRPORT ABOUT 

Uli.lliGHT TONIGHT BY COAST GO..RD PLAliE STOP I SAVE ARRANGED 

TO a~VE CAK DRIVE HIU TO WARM SPRINGb AND WOULD APPRECIATE 

YOUII HAVIl;G ~' ROOM RESERvr..D FOR BIK STOP McKAY I S CARRYING 

328 

J. VERY CONFIDENTIAL AND l.:ObT lliPORT..NT OOCOl!F.NT WRICB I 

WOULD LIKB VERY 1.\UCH FOR THE PRESIDJI:NT TO HAVE THE FIRST 

THING WEDNESDAY MORNING NOVEi!B};R TWJ.::NTY THIHD STOP WOULD \ 

~PPRECIATE YOUR COOPERATION 

HENRY l.tORGENTBAU JR 
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lloe M eUnc of U / lSI/ 38 at looretary' • hoM when 
eoae of tb11 •ter1.al wae g1·nn h1a. ) 

•o..-e• n, 1ta 

" ' dear Mr. Preel4entl 

Inoloaod bero-1th I aa eond1n« , .. tbe 

follow111i •tor1.al wbloh wae IIIPPUo4 to • '117 

llr. JC. P. Chan& 

1. · llo-orandla oa %~&nnan-BeJ'Ila Road 

2. llo110randull on Northoowoetom 
Hlgbw&J 

:). llo110ran$UI on lloll Cb-wetom 
!r.neporCa\lon Rou\ee 

4. llap of Hortb-wetem and sou\h-­
wecorn !runlt Road• 

IS. llo110randull on Rlfh't!at Mlllnle­
trat lon tn Oh1na 

e. Mo110:rand\lll on hrohu .. ot lqulp­
.eAt ud &llpplh•· 

!be .... uont, 

wuw 9prl111Ja, O.OJWl&o 

\ 
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IAJ dear Mr. Prnl dtnt& 

Inoloatd beNWlth I as 11n.Ung 7011 tbt 

toUoYlng •hrlal wtlloh wu 1\IPPUtd to • ~ 

Mr. t. Po Cbtlll 

1. MtliO:ranlha on Y-h:r-a Road 

2. llt1110ra11~ o n Hortb-... ttrn 
Rlp&J 

:s. lle1101'1ln&ua on Soutb-ftetem 
T:raneportatlon Rout•• 

•• )lap of Nol'tb-ftatern and &out b-
ftatern TINIIk Aoada 

a. .. 110r&D4WI on 111~ Adllinla-
tra~lon til China 

e. •••l'aftdla on Pu.robuta of tquip-
•nt and Suppu ... 

Tbe Prtlldeftt , 

.... Spl'lnp. Oeo.,U. 

, 

' 
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M7 dear Nr. Preeldentl 

Inolo .. d herewlth I a11 nndlng 7011 the 

f ollowi ng .. terlal whioh waa avpplled to •• b7 

»r. 1 . P. Chenl 

1. Me110randwa on Yvnnan• llel'l!la Road 

2 . Hemorandwl on North-weatern 
Hlgbora7 

~. lle111orandwl on South-we•tern 
!ran1portatlon Routee 

4. Nap of North-we1tern and South­
we•tern !Nnk Road• 

&. Me1110randua on Klghw&J Adalnll· 
trat l on tn Oh1na 

e. lle1110randwa on Pvroha•u of lqu1p­
.. nt and Suppll••· 

S1 noerel7 701.1r1, 

!he Preal .. nt, 

••"' 9pr11~a, Geors1a. 

.. 

\ 
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WASHIKOTOH, D. C. 

lovombor 18, 1938 

M..or.n4ua on Ror th-Weatern H1ghw!l 

The Hor th-Waatorn Motor H1gbwar oo.men aea troa Chungki ng, 

prov1a1onal Capita l ot China, traverae a through tha Provlneoe 

ot Ssechuon, Shena1, Kanau, Slnklang and teralnat ea at Alaa- Ata, 

a a tatlon on tale Ruaaian Turko)' Ra1lwar. Total length ot the 

Road up to Ill meaaur e a 4674 K1lo.eter a • . It 1a oona1de red the 

1110a t t..portant outle t tor tbl v aat llor th-Weatern reJ1ona ot China. 

The pr1no1pal. o1t1ee through which the Road paaaea and the 

d1etanoee bet ween thea are a a !ollowe:-

Chung¥~ 
) 450 lima. ) 

Chengtu ) 
) 556 • ) 

H&nch\11\8 ) 4574 
7:59 • ) 

Lanohow ) 
2829 • ) 

I11 

Froa Lanohow the line ••• extended to Stan, Capital of 

Shena! Province M aaur1ng 753 K1loutera 1n length and there 

connected with the Lungha1 Ra1l•aJ · Th1a line haa pl&Jad an 

1JIIpor tant r ole 1n wppl)'1ng aater1ala to tho fighting tor cea 

on the lortha rn tront . Another lin e oouneot 1ng Lanchow, 

'l'1en ahu1 m4 Fenahlan " r vins aa a abwlt 111M between the 

Lanohow- S1an Line and a.n1n-8hengtu Ro.-1 'lllarebJ soo«a MJ be 

tran.aported troa Lanchcw to Che ngtu Wi thout paaaing throuP 11m. 

Real.h1na the i.Jiiportanoe ot the lor th-w .. tern Motor roa4 

the Cm t r al. Ocrre~t haa apent oon a1darable u ount of .On&J 

r 

I 
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duJ'iJIS the paat he ,ear• tor \be blpro-nt or road bed, 

road ftl'rau Ul4 tba lMlWq or \lrlq .. aDd oulnrta. Road 

IUl'faoa •arl .. wl\b 41tterelllll Hotlcma or the Road - •- aeot lona 

keep tba original bard earth aurtaoa, other aeotlona poe•••• 
On the whole 

the road bed and aurraca are in ralrl:r good condition with 

proapect or conatant lapro-nt •• t"- goea on. 

lldtb or the road \led &lao Yar1ea in dirterent aec tlona -

narroweat ia ' and wideat ~ Kilometers . 

•tandardl&ad at 1~ and wsas., .. rad1u1 i n IIIOUiltal. na 1a 12 to 15 

.. tara. 

lll \lrldg .. ban a load carr;ring capacit:r ot 7t tona. 

There are OYer-flow brl dgea and torda on the Lancbow-At.a Ata 

aectl on but no terrlea. On the aeotlon between Lancbow, 

Ohengtu and Chunaklng there are tweln terrle a , moat or 'llhlob 

are being replaced \l;r briqea . 

Slnoe October 1~37 the I orth-Ieatern B1gbwa;r ?raneport 

Adlllinlatratlon, •1n1etr:r or Ca.n.m1oat1ona, baa been entruat U 

with the reaponalblll t:r ot tranaport ing -terlala tPOJD Ruula 

to Central ead Weatern China . '!'he Rueliana del1Yer their 

•teriale at Lanahow and thence the AdJIIinlatration forward 

th• to the deetlnatlona. A tleet ot au truon an4 buaee 

&Pe belq operated on tbla Road \l;r the AdlllnUtratlOil• Repair 

abopa aDd paoleM clepota are aa1nt&lne4 at -1n atatl011a alaac 

the R0&4. Certain clltrloDltlea are uperl•oed i n briqlJIC 1A 

petrol a a4 apare parte . 

I 

I 
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WAADIJIO!'OI, D.C. 

lov•bor lB, 19:58 ' ' lleJDOr&J'ldaa on 1"' ·n-ay:. Road. 

\ 

'!'be Yunnan- Burma Road OONIAIC t 1ng JCwaJ.ng , the Capital 

ot Y\lnnan, and Laahio, term1DWI or tbl R&n8oon-Laah1o Rallwa;r 

1n J:Nrma, 1a deat1ned to be one ot the moa t blpor tant h1gbwa;ra 

linking China to a aate t oretgn aaaport and will plq a vital 

role 1n lwr a~gle t or national ~pendence . In rtaw or 

recent 1nter~pt1on on the Canton-llankow Ra1lw~Q" s.-d1ate 

ut111sat1on or tb1a Road with adequa t e a nd ett1c1ant tranaport­

a t1on aervioe 1a or para.ount importance . 

The tota l length or thh Road 1a 1161 Kila-tera or abou t , 

720 m1lu . On tbl YUJman aide the · Road meuurea 975 KilolM t ar' 

and on the au-- aide 186 1Ul0111etera. The principal c1t1ea 

through wbioh the Road pu .. a and the dia t ancea between t hem 

are aa tollowa:-

) 

) 

) 

) 
Lungl1Dg 

) 
Want1ng 

) 
Laahio 

19& 

226 

206 

22. 

1.26 

188 

) 
) 
) 

! 976 ) 

! ll&l 

1St 

'I'M e11ti.re trip tl'o• ~ng to Laab1o Ukea a1x 4e1•· 
On au- .tde no- wanting " a tward t .here 1a a branch ro.O 

P&U1Jic !Jan,_ to au- w1t.b a leDath ot 178 UJ.-tera . 
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'!'he Jloa4 _. blaUt em l.ll old earth road b)' the Provincial 

Oover~nt with teObDieal ~4 t1Dancial aaa i a tance ot the 

Central Oove~, Con.tJouoUon work atarted before tb8 end 

or 1g37 and completed by the end or Aug1ut, l gM, witb the 

exception ot a -11 nwaber ot bridgea which are te•porary 

a tructuru anc1 wUl be oa.pletelr replaced wi th pel'lll&nent 

bridget be tare the end or the current rear. 

The roadbed haa a width or g metera except i n plaoea or 

heavy a tone cutting where the width 1a only 6 metora. It haa 

a macadamiaed aurtace or 6 .. t era 1n wid th and 10 to 30 

contU.tera ( • to 12 1nahea) 1n th1clmeaa. Althou~ the Road 

puaea through a Tery a!OUllta inoua country maxi= elope aeldo. 

exceed& 8% and &harp ourvea leas than 1 6 meter radiua are very, 

taw. 

Jloat or the bridgea are built or atone archoa having a 

carrying capac1t;y ot 16 tone . SOIDI are floored with heavy 

woode n beam& capable o t carrying 7i to 10 tone. There are two 

.adem au apena1on br14gea, one a croea tho Lee- Kiang River and 

tho othe r aero .. tho Lan- Changk1ang River . About 60 out or 

164 br14gea are t.aporary a tructurea having a carrying capacity 

ot 3 tone. By the a'ld ot tb1a year 'tlbon all temporary bridge a 

are replaced heavy trucke of 6 to 7 tone will be able to 

negotiate the entire roa4 withou t d1tf1culty under &n1 wather 

cotr11t1ona. A& there are no terr1ea to JWSOtiate the val-

or tratt1o on tb1a Road 1a onl7 lbdted to the llllllber or 110tor 

t;n~.cka aTailable. 
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WA8B lll0'l011 , D. C. 

IOY-ber 18, 1;30 

With a 'flew to denlop the 'faet reeourcea i n tbe interior 

part or t he countrr m d to aupport the nation-wide werrare in 

t he f ront, China baa recentl:y completed a network or trunk 

hi !')lwqa i n the Sou.thweet wi th the cit:y Chungking aa the center 

or radi ation and the eeaporta aa the tel'11l1rrua. Through ita 

completion, apeed:y ilao'fement on land or puaengera and goode to 

end from the interior h now pouible. 

The ne t work 1n queetioo conehta of tbe following ~ l1ne8: 

1. Chungkln6· Jt- i:ymg- l\'wla1ng Line connecting with .KUI11111ng 

Haiphong Ra1lwa1, or .KUDiling-Burma Road, 1150 Kma . 

2. Chungking- Kweir.ng- Liuchow-Hanning-Chengn• nkwan Line 

connecting w1 tb Indo-China Ra ilwq, 1506 Klna. 

3. Cbungld.rlf!-l'fti:yang- L1uchow-Siying ( .Kwangchowwan) Line, 

1&06 Kma. 

'· Cbungk1ng-auitu-.K\mm.ing Line connec ting w1 th KUI11111ng­

Ha1phong Railwq, or Kuma1.ng• Burma Road, 1160 Kma. 

' 

All theae l.lnee ere l ocate d well in the interior and th•e~tfo•r 

are remote f 'rolll the danger• or wer operations. 

on. roada are bui lt, and aoaae o r tb- are be1J16 1aprond, 

according to auOh et&Ddarda aa t o eern 300 t o 500 •ehiclea a 

da:y. ~ J'Oadbed la '1 to ; Mter• wide tor ordin&r7 aoU and 

' t o 6 MMI'I in J'Oclq aeotlool. All the road• 

with -oedn 01' gJ'&'fel 'llbieh baa • width or ' to 

• tbi*-•• ot 10 to ao -· <• to u inohee). '!'be u a41ent h 
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llldted to 1~ Ulll tlbe "'•' 

at .. p b illa. BI'S4pa u. 'llv.1lt ot etOile, concrete, ateel 

and aoatl7 timber, wl'b a loadlas capacitr of 7t tone or .ore, 

Perriea are uaed O'NI' wide .n4 deep rinre and can carrr 

vehiclea acrou the r1Yer at tbe rate ot .ore than ao per hour 

cne waJ. Recent~, a pro8J'• h&a been etarted to replace 

several or the t erriee with permanent bri dgea. 

Following the 111lprovement ot these trunk roada, a !Ugbw~ 

Tronspora t1cn A.dain1atrat1on Bureau •u organized th11 rear 

under the M1n1atry ot Ca..un1oat1one to provide passenger and 

tre1ght trattio eervice on tbeae roade. The Bureau haa 1n 

operation a total of '80 bu .. e and trucu, i nautf icient mll!lber 

limit e ita buaineaa. At t he terminal e t a t i ona, pas sengers 

wait b7 hundre4e to get tickets in advance, and goode pile up 

1n the (lodowna. 

\ 

Regraded Uclassified



Regraded Uclassified



lf .. orand\11:1 on I HIGHWAY ADMIMISTRA!IOlf IN OllilA 

Rea llzl ng the utNOit 1NpoPtanoe o~ proNOtlng and oo­

ordln~tlng t he h i ghway d~elopa~te ln different pro•lnoee, 

341 

the Chinen Oo·nm~~ent , ln 1931!, adoptld a progl'lla o f rod 

contro l ln YIU'lOUI J)POYlnOII by ll lllftl of fli\NIOl&l M2'Mt and 

t eohnlcal a l d t o t h e l'roY1nclal OoYenu~entl. A Rlllb"T Oft1o1 · 

WAI then ea t abl11hed ln t h e National Econoalo Oouno1l.tn 

Deoe:~~b er, 19 33, ln o J'd1P to handle the 111.10h expandld road ao­

t1Yltlu, the lfl gh.,..)' Off101 WAll tl'fUII~or.e<S 
0
l nt o the 'Bureau 

ot Ronda'. The tunotlon o~ the Aureau 11 t hree-told: t1r1t, 

t o prepnre etand&J'd engineering epeolfloatlonl and eatlOAt<~ a ; 

secondly, t o a pproYe the dedgne a nd Ye r1t)' t he eetlaatea s ub­

mitted b y the proYlnoee eo AI t o allocate t he •road- aid ' fundll 

•Uid th irdl)', to wpePYlll l"'ll help the oonetruotlon or aur...e)'lng 

work done b)' the p!'VYlaOII. 

I n purwanee o f th11 polloy and progru, Ohlnn has b ell\ 

to bu1ld new road• at a r a te ot ten t housand ~llo~etere a 

re~r, and a t preeent ehe poeeee1e1 a total lenBt h ot 120, 000 

k tl~etera -o1t of whloh are built b)' t he proYlnoll wlth the 

f1nM oial a1d of the oet..-1 goYel'ftiNI'It. 

After the - .. no••' of the pruent Slno -Japanell holtl­

l 1t1ea, ft8 a part 0~ the pl&n ~OP the reorsanlaatlon Of t h e 

tlteoutl'le l\lan the lhiJo.- of Road• 1111411' the lfaUOII&l Eoonoalo 

• 
Council wn• oonaol14atld lnto the lfew ~lnlltr>' of o ... untoatloal 

and renaald the lhlr- of IU-'nM)'I, or llterall)', '!'be l)lreotorate 
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Otntr&l ot K1chWTII' • WW~W~i elte 1t1 elde wUh 'he Depe. 1 .,, 

111 oh&I'SI Gf I'All ... ,e, ehlJillllll, Mae .. lal ll'f'laUon and 0~ 

1 ..,, ot -llllli&Uotll, the IL na ot RtsbftJ'I 11 now able, 1a 

IV))t"111ng t h e ooneh'uoUon and tl'atflo ot national Mpw.,., 

'o co-or d inAte 1h aoUYlU .. with tho .. of other d!lpa~enh. 

Un1t1cat1on ot trAfflo J'el\llatlone, oonb'ol of bile ooapan1u &114 

tl'lloking ul"''lo .. and pJ'OIIOUon ot .-4 tl'aneport 1n seneral lt..-e 

lh prlnolpAl 4ut1ee and tun_otlone. Henoa, tile Juow.u 11 now or­

~1&1d lnto tour d l'l'ltlonll the Adm1n1ttl'ftt1Ye, the tnglne.rtnr, 

lht 'l'l'attlo, and the • aobllftloal 01Y111one, 8 .. 14 .. , thiN ... 

IUptJ"t'iiOJ'f ~ngineen et a t1onl4 at the pl'OYlllonal oapHal1 cr 111-

poJ'tant oUlu. A. nplaJo f1114 tnstnell'lng 1\aft with bl'14p 

labor ganae 1• a leo -1nta1ne4 'o help the local hl glnra;r Ol'pnl­

taUon• 1n b l'ldge oonetftoUon or repa1r .. b. Whlftl'l'll' a 

apeo1all)' deligftated PO&d 11 to be ballt or 18pi'O'I'I4 b ;r the llui'Na, 

a H1gbftJ Oonebu-'1011 OfflM U foNI4 &411' 1111 ,tllrhdl oUon . A' 

pruen' , the d1reot Una llnklng up Kanohug ot !1benl1 PJ'oYlnoe 

wtth Ch\11\gkll\g, the pl'OY111011al oapU al, 1 1 one of the l..,orhat 

1'01\da ot auoh oata«<JT. 

tl lnoe h1gt1ft7' ti'AftiJ)OI't h a new d l'l'elGpe.ent ln China , .,,, 

Of the PJ'OYlnOU &1'1 no' 11t ,...-rll\14 wU h lh'OII« Oll"'fMl&atlCII\ 

for euoh puppoee, A.e a Nle, eaoh pl"'\'1 .. 1 hu • lll&h .. f bu...._ 

or l ta OWft , 1Al~OII'lal4 to Wlld the ._,l'al-al4' 1'0&4 •• Will •• 

PI'O'f1no1al 1'0&41 and t o opel'&'' lNI 111"1'1M til ••••· 
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~ roadl 1411 wl\h no .....,_.,. tl"'ttlo. Unde r 111141'1 oll'olae'-11 , 

tile lltntetP)' ot c-loaUoea ploka out a m.ber ot tl'llftk .-de 

ot nnttonal l aporlllftOO an4, b)' tltabllthtac ln d ltte.,.., "81•• 
epeol l\11)' nuthOPlu4 bot\lu oalltd "RlP.,}' 'hwl1~ Mlllllll­

tJ'I\Uone• tt lneU '"'" tratflo operation 1..-..t011 and roa4 

•lntenanot on thtlt 1'0a4a. '!'tiNt noh MllllnlttraUona IU't now 

~ •~latenatl t h t NoP\h-Wtltom Hlghwa)' Tranapopt Adsln11trntton, 

the nouth-,.eatem Kl &ttW117 TN111popt Malnlttl'lr.Unn, and 12\e !Iannan­

AIIma Road Tl'lu\IJI!Irl .Malnl1trntlon. 'ltle l aet-Maed 11 onl)' ln lte 

pl"tpAI"Ator)' a tage. 

'ltle North-ll'eetem Kl&'lwa)' 'l'raftll~ A.S.lnletl'lltlon h ln charge 
• 

ot tl'llllaPQM 11 tJ"ftOt on "'' 11\an-LAnohow-lltn-ot n- ohllh ( 811\ktang­

'MIII bol'dll') ncsa4, ' h • Sl an-Hanohw\g Road and other roA4a ln North ­

t est . 'l'ht :lauth- Wuttm Klatt_,. ,.,..,.pol't Adalnht :rnUon op.ra tea 

t oul" t J'Illllt rGada t ol'ldng " 01'011 at r..,.lfl'"«, n 11111el)' - Ohungktng­

Kwt t )'J\1\g , K .. l)'lft8-L.luohow, Xwtl)'Mft-XU,.lng , M d ChMgllhA- X .. t)'ang . 

'l'~ae ho tranaport A<h lnlatraUona are eAoh equ t pped w1 th a trrr 

lrunl\rtd autoaobllaa, aeJ"ftoe ataUona, repa.lr llhopa and r.uut houaee 

~Yldt the t a o1.11tlee. Trade Yth lale or proYtnotnl onr p&lltl on 

' eentral-opeJ'ftttd• roa4e I\J'I ...SeP the oontPOl ot t he Adl!l lnlatrat 

but tht 111Ullllf ot llOiftM la Yll'td tn thl BuPIMI Of 1(1flt\W111• 

In oonol•tlon, U 11 to be noW that tiM IIJ.IdiVT ot 0 '-

OAUGftl baa a tlJIII ., .. ,.,.1 on "'' lJipoMet .._. ...,.., br •:r 
ot ttnanohl and hehnloal ald and b)' u ... , .. ...-.en• .... 

OperaUOII ot tl"'tth lll"fliOI. DlJ'Inl)' 1111411P the Wlnl..,., till 
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..,.... of 1111'1•,. us II ... ,._.U• et "' • .. , ~ 
111d ..... are wtllle 0e .. l'nz1 '"""""' ••••lev.u .. 'Mtl• 

ao,uall1 ope:l'a'' 'l'afflt e.rrl•• u4 ..-.lM 4u.et .. .., et 

"'' roade . Ml&tt•J' '4:pl•tevatl• la Clblaa ls •••"• te --••ll· 
aaUon ancl lllllfl .. U•. 

• 
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In antlolpatlon or oarl7 ~oooaatul oonolualon or a 

loan or credit arrmg-nt ttl.iah h to be appUod lJl -.kina 

purchaaoa 1n thh COWltJ'7, Nquoat wu cabled to tho Chl.weo 

Govern.ent tor requieltlon liat. Vpon Noe1pt or oable ropl7 

Sinoo then 

detailed llata an4 apeoltloationa bavo been recel.ad b7 • all. 

A Hat &ON 1n detail 1a au'talttod barowit:b. 

For tho purpoao or con,entratlng Chlnoee Oove~nt 

purchaeoe 1n thh Count1'7 and tor proper d1etribut1on or 

Chino .. c~odl tloa llllportod. on aooount or the propoaed loan 

an AIIIOr1oan Corporation ••• incorporated in the State or Xew 

York under tho et)'lO ot Univoreol Tradi.ng Corporation. 

Author1t7 hae been obtained rroa tho Chl.ftne Governan t to havo 

the throe -bora or t:be pN .. n t Mluion act u Chlnue D1rectora. 

Appoint.ont or ABerican Director• will complete tho organi&ation 

and inauprate lte work. 

Wh1lo awal t1ng tho roraalltiea or approv1Q8 the propo .. d 

loan lt ia tb~t advieablo t o go ohoad with placing ordora 

tor eo• or tbo oqul~nte a nd wppllee aoet urgentl)' needed. 

logotlatlcxa with -Jalt aot11rore will take eomo tt.ao and b7 011U 

proco4uro 1t 11 hoped that _,. tho tPI tbe loan 11 opprovo4 

ordora -:r be plaood at CIDOO wlthOilt loalllg IID1 aore tl•• 

'l'booo purab&ooa aN to bo aesoUatod 111 tbe - or tbe _. 

corporotlGD an4 wUh u.o -ruotal a.drloo 11114 uehtu:aoo or 

tbo 'l'roUIII'J'. 

IA&HIJO!Oii D.C. 
Jo..-.r I, ltal Regraded Uclassified
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Lht or ~pMnta aDd .. te1'1ala to be pwochaae4 1n U.S.A. ----------·-----·---·----·---·-··----------------------------
1. urop1anea , I~ ~arh and Oaao11ne 01las 

1. 100 R)'an 8'!'011 .. naaoo CU, 
a ... tTP& !or &0 w1th Warner loarat lng1ne . 

2 . 60 Borth .t.Mr1oa IA4l Waap 13Bl 

~. 60 Tw1n l!llg1ne Boab1ll8 Tra1nera. Cho1ca batwaen 
Baeohortrt 18 a nd Lockheed 118 w1th 2 Wa ap JUnior 
as ral804e1ed tro• ex1at1ns o-rc1&1 tTP&•· 

•• 160 l e 9erak7 P~6a twin laap aco with add1t1onal 
connraion parte to .aka 60 con9artab1e neb. 

angina 

6. 100 Vou~t IB2Ul. 'h1n Wa ap JUnior. 

6. 110 SeYerak7 Obaarya t1an Twin Waap 5CQ. 

7 . ao Boabara. Choice between Xart1n 
U OBll w1 th C)'olooot 0106. 

166 and Lockheed 

e. e Baaohcrart l7R Whir lwind R~7513 . 

Q, 2 He aYJ Tranaporta. Bi ther Lockheed 1• crclone 0106 
or .. con4 hand Oouglu DC2 CJclone F62. 

10. One 7aar ra l(uire•nta tor aeronautical raw mater hll 
ror ral*1ra u tt.atad a bout ust1,ooo, ooo. 

11. Oaaol1ne 011 raQuire .. ntas -

1• Ootm• 2,000, 000 Al>· Oala. 
• 1,200,000 • • 80 • • 

87 • •• ooo.ooo • • g& • • oo,ooo 
• oo.ooo • • 

100 • 180,000 • • 
Stana90 100 • • • laO 880,000 

Total .. tt•tad coa t or tba a bo•• a bout US$35, . 00,000• 
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u. ouna, R.1t lea m4 .u.untt1aoa1 

1. aoo,ooo R.1t1aa 7.e 
with 1000 rGQDda or oartr1~gaa tor each rtrle. 

2. 111,000 Light llaob1ne Ouna 
with 10,000 1'0\lnd.a or oartr1dg .. par gun. 

z. 11 , 000 B•a"f'7 Maob1ne Ouna, 
w1 th 20,000 round• or oartridgu par gun. 

•· 380 P1eoea Anti-Tank Guna 3.7, 
with 2,000 1'0\Uida .-unU1on par gun. 

6 . :~eo Pleoea '7 . 6 llOW1ta1n Guna, 
w1 th 3, 000 rOWI4a -.u t10D par gun. 

e. 1100 Piaoea 13 .. Anti-Airorart Ouna, 
w1 t h :1,000 round a -.-m1tion par gun. 

'7. Other Aux111ar1ea a nd llatar1ala. 

:. .. s 

Total eat1-ted coa t ror the above nbout US$85,500, 000. 
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III. OUoU..o a4 OU.t 

1. OuOUIIIO s 

349 

•• AYlatloJU Oo'- wo.8 '7 
~. Motor' Oo'an. Wo.'70 

1 , 000,000 Aa.Oolo. 
ao, ooo, ooo • • 

2 . D1oool 011: 

a. Light 
~. BOO"J' 

ao,ooo tOD8 
e,ooo • 

a, Mot ar Olls 

•· lot oi'Mo a.u ao 
~. lot; Gzoa4o I U ~ 
• . 1o t CJH4o au ao 

t . CUp Orouo 

6 . llo4 Jrl81no 011 

6. llar1DO 011 

7. Axle 011 

e. JQ&1no on 
t. CJUD!Ur 011 

11 .... ou 
11. rou- ou 

t 60, 000 Aa.Oalo. 
100,000 • • 
'760, 000 • • 

180, 000 Aa.Oala. 

800 'l'ona 

1,100 'l'ona 

800 'l'ona 

1, 600 Tona 

800 ToJW 

~ Tona 

90, 000 .am. oala . 

1 ,~,000 l ba. 

'fotal oot.lato4 ooot tor the a bon about VS$9,610, 000. 

. . . . . . 

' 
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IV. IIOWr ~--. 'lftei!Dro, hpa1r1ns -.u~nt A ou., 
1. a, ooo a-w. 'INeka. 

a. 1,000 8-ton 'lftotoro with Sn1-tra1lora. 

s. Span Parte. 

•• Spare !ln• an4 tu"'-•· 
a. Jlop&irlng Bqlli~R*\t and llatorlal.l. 

e. 'JIIilll md OUat 

•• OaooUno Octane llo . eo 15,000,000 Aa.Oala. 

'b. Di1111 OU 10, 000 tODI. 

•• Lu'brioatlng 011 SAB J o.ao 600,000 Aa,Oal e • 

d. • • • wo .•o aoo,ooo • • 

•• • • • llo.llO •o,ooo • • ' 
t. • • • •o,l&O 160,000 • • 

,. Orouo 200,000 1be. 

'1. ~~ m giDoorl.ng -teria.ll. 

e. 1100 Motor Challll tor 011 'l'anl<ere. 

!o'-1 oaU.•tect ooat or the a boTI about UStl&,•oo,ooo. 
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'· 't'Neka, Motor Cruea, lpue Put. and ••t.rlala trw 
Jll1 \aJ7 VM I 

1. .-o lhalta lt-ua •otw '1'1"11 ... 

a. &0 VIIJ.ta ... .., Dll\7 IIIS1neer1na 'l'ncll:a. 

&. 100 Un1t.t L1gbt llllt7 111&1Mer1nc 'l'l'lloka. 

'· &00 Un1te llotar O)'o1 ... 

&. 10 Un1 t• ap Baa"f Repa1r1J18 'l'l'llcll:a. 

6. 40 Un1ta U' L1~t Repa11'1118 'l'l'llcll:a. 

7. 10 Vn1 ta 2,U SUpp1J 'l'l"'leke. 

8. Span Parte, Repairln& Mat.r1ala, eto. 

11. '1'a1aph0na &: Wiralan AJ)paratua an.d Material•· 

Totlll .. t1•ta4 coat or tba a~on a~ut Ull$7,'780,000. ' 
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vat n,.oo,ooo 
11,100,000 

11,110,000 

u,.oo,ooo 

,,'710,000 

ust 1r.a, aeo, ooo 

• 
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November 22, 1938 

Last night I was standing next to Urs. Craig 
at t he Woodring' s dinner and the General walked aoroae 
the room and said to hie wife, 1 I Just want you to know 
that in my old a ge I found a man who 1e thoroughly 
honest and whom I love. • Hie wife turned to me and 
said, "It sounds as though Kalin had not met an hones t 
man in years. • 
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(The other day, Sumner '•7elles t ol d the 
Secretar y t hat he wanted to see the Presi den t a bou t 
Mlling a meeting of all t he Secretaries of the 
Trea suries of Nor~ and South AmPrtca. mJ ,Jr aai d 
thn~, as far as he was concerned , it was a ll right 
to soeak t~ t he President aoou t i t, bu t he took it 
perfectly •Cr Granted that no meet1~ would be called 
unlc.~s a ;>ol1cy .. aa !'orf.l'.llatco first . lioweYer, .. hen 
.. r . •elles capea ~oday , he sAid thnt he had gotten 
tne President s per~isa1on to ~o ahead a~d call such 
n ::tcetir.g. l 

Sumner \Velles telen:1oned tcday . !L,Jr said 
t c.. h im: "The Treasury is not equipped t o g o into such 
a conference . We hAd t he Brazili an Financial Attache 
in today and \1e talked to him nnd 1'1e asked '"hat we 
could do to be helpful . I '"ill oee any other country 

354 

l"hom you ask me to 11ee , \Jut t o agree to go into a meet­
inc not know1nr: what the President ' s policy is , I think 
is Just crazy , As f ar as financial matters for North 
a nd South America go , let t he Stat e Oeuar tcent handle 
the1n. And I am willing to \\'rite such a letter to the 
State Department saying so. 

1 If you can ~~;et t he President, r!r . !lull , 
yourself and myself to a?ree on what ~e a r e gcing to 
discuss, I ao r eady to ; o ahead, but t~fore I go out 
:>n the end of a li:nb -- I ... 111 not ro my self to any 
sucn ;oeeting, but I will s end a Trea sury reoresentatlve 
down to Lima and let hio l i sten. But until r e have 
suoh an a gree:nent , as much as I would like to cooperate , 
I ~< 111 not be out into a false position . I 3lll not be-
inG stubborn, but I want n policy formulated ar.d after 
that 1s done , then let' s have ll meeting . 

"The President must have chsne ed ~is ~ind , 
because he has asked me not to go to any ini~rnati o~al 
rnoet ings. I t hink 1t' s a g r llnd idea to c& a oee ~ 
i ng of all the Secretari es of t he Tr easuries, but yo 
mus t ~~ve a policy first .• 

• 
' 
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SIICRBT 

llBHORANDUll 

As Jlr , Sayre raiaad with Hie llajesty'a 

Ambassador the other day the question ot the exchange 

value ot the pound sterling, it i s thought that the 

United States Treasury may like to have the following 

indicat ion of the views of His llajeaty ' s Government 

on the matte r :-

His llajeaty1 s Government have made tor more 

than six months most strenuous a nd persistent efforts 

to support the exchange by the use of their gold 

reserves and have every intention ot conti nuing to 

do so . 

The present weakness of sterling is duo 

only in a minor degr ee t o purely economic causes 

such as a somewhat unfavourable balance ot payments. 

FOr the most part i t is duo to the withdrawal ot 

sterling balaaces from London by citizens ot neutral 

countries, a i ded at times by a withdrawal ot French 

balances which was notable in lolay and bas again 

como into evidence in these last taw days as a result 

of the publication ot the Reynaud reform plans. 

'l'here is an entire lack ot evidence ot any abnormal 

capital movements due to the initiative ot British 

subjects. 
The loss ot gold baa bean accompanied by 

a reduction in t he abor t - term liabiliti es ot the 

United Kingdom to foreign countries but these l1abil1tiea 

are atill very large and it Oreat Britain were to 

adopt/ 
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adopt any rigid polioy ot pegging, the current 

l osses ot gold might booome ao great as to imperil 
the pos1 tion. 

But it cannot be doubted that the actual 

tall in the value ot the pound which has taken 

plaoe - i t 1s still leas tban 4% below the old 

par - is tar less than it would have been but for 

the support which baa been lavished on it . On 

any recovery of confidence H1a Maj es t y's Government 

sse no reason why an improvement should not take 

place in sterling. 

BRITISH 1'3JBASSY, 

WASHINGTON, D. C. , 

November 17th 1938. 

356 
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we are concerned bY the decline in aterllng. 

1. '1'h1e decline if it ehould continue 1e l11tely to ra1ee 
questions in thie oo1mtry concerning the meaning and uaetulneu 
of the Tripartite Accord . 

2. Given a continuance of the present economic recovery 
and the increase in American commodity purohaees abroad likely 
to accompany it, we do not at present find in the t rade posi­
tions of the two countries any apparent fundamental reason for 
the appreo1B. tion of the dollar w1 th reference to sterling. More­
over, it appears to us that t here are eubetantial reaeone Why a 
decline of sterling may not be in the Br1 tish interests . 

J. We feel that a continued decline may seriously endanger 
the world eoonom1o sitult1on just at a time when American re­
covery 1s tending to oheclt the general decline of trade now 
affecting most c ou4tries. 

4. In dealing with these questions , we find ourselves 
somewhat handicapped by the laok of i nformation concerning the 
short-term capital and gold position of England ooerespond1ng 
to the i nformation wh1ch we oolleot and periodically publish 
!or the United States , and of informa tion not published that 
we would be glad to exchange with the adherents of the Tripart1t 
Accord. 
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fMC IC<MTAIIt't Ott' .,.. TC 

,..........,..., .. c. 

DEPARTMENT OF STATE 

WASHINGTON 

IOYeaber 23 , 1938. 

Ky dear Kr. Secretary; 

I tranaait here~ith a copy of a cable ju1t 

reoeiTed fro• ou.r Ellbauy in Braail. The Depart-

•ent would appreciate i t if the Treaaury would indicate 

•hat information •ay be cable4 t o the lab&eay. J.a 

I a. preparing to lea·re for Lilli., Peru, may I aelt 

you that the reply be sent t o Kr. Ellie Briggs , 

acting head of the DiYiaion of American Republic•. 

Sincerely your• , 

Encl osure: 

P'rta Rio de Janeiro, 
lo. 269 of loT .. ber 23. 

The Honorable 

Herbert Feia, 
J.dYiaer on International 

Economio J.ffaira. 

Henry Korgenthau, Jr., 

Seoretary of the '1'reaaury. 
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JR GRAY 

Rio dE Janeiro 

Dated NovembEr 221 1938 

Rcc 1d 10 :35 a . m. 

Secretary of State , 

Washington . 

! 691 Uovcmbtr 221 10 a . m. 

A UnitEd PrEss dEspatch, datEd yrstErday, from NEw York 

states that PcntEado, Financial Attache to the Brazilian 

Embassy, has bEEn in·Jitcd to confer wi th the SecrEtary of 

thE TrEas•lry today. ThE despatch specul ates that thE 

conferencE will deal with thE rcmittanc E of r.xchang£ for 

expor t s of American mErchandisE to Brazil. 

I would greatly appreciate any information thE 

Department can furnish regarding this matter. 

SCOTTEN 

HT!.I:KLP 
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RE STERLING EXCHANGE RATE November 22, 1938. 
10:45 a.m. 

Present: 

H.U. Jr: 

',Vhi te: 

H.!A.Jr: 

Taylor: 

a .M. Jr : 

Taylor: 

H.M. Jr: 

llr . Ta,ylor 
Mr. White 
Mr . Lochhead 

NoH, what I t hought I would do - I 've read t his 
thing very hastily - when Bewley comes i .n - and 
I 1ve checked off these; end what I thought I would 
say t o him is, I'd t a.ke number one, which is: "The 
decline of sterling, if it should continue is 
likely to raise questions in this country ~oncerning 
the meaning and usefulness of the tripartite accord ." 
That ' s number one . 

1 1m going to skip number two . 

There was an editorial Just t he other day on j ust 
exactly that point . 

You 've (Taylor) seen this, haven ' t you? 

(Nods yes) 

Number two I ' m going to skip, because frankly I 
naven't done my homework - which is the question 
of current income and balance of payments. I want 
t o skip that. 

Number three - "Given a continuance of present 
economic recovery and increas e of American comoodity 
purchases abroad likely to a ccompany it, we do not 
a t present find in t he trade positi on of the t wo 
coWttries any fundamental reason for the decline of 
sterling in relation t o the dollar. Uor eover, it 
may not be in the British i nterests . " 

He • 11 agree with that very completely . 

Four - •we feel a cont i nued decline may seriously 
endanger the world economic situati on just .at the 
time .•• • - and so forth . 

And I • m skipping five and six , and coming down to 
seven. •In deeli ng witll t his question we find our­
selves somewhat handicapped by the l ack of informati on 
concerning tile short-term capit al and the gold 

\ 
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Lochhend : 

H. IA.Jr: 

'linite: 

H.Y.Jr: 

uylor: 

H.li . Jr: 

Taylor: 

H. M.Jr: 

Lochhead: 

ll • .! .Jr: 
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position of England, corresponding to information 
which we collect and periodically publish 1n the 
Onited States . Information no t published we will 
be gl ad t o exchange wi t h the adherents of the 
tripartite accord." 

Now, that's what l thought f or the fi rs t bite. You 
see what I mean? The other stuff - before I go int o 
it, I want t o study it more; in other words, I thought 
tnis was f ar enough f or the first meeting . 

Of course, 1f be pushes you a little further on the 
specific 4uestions, you might want to select the 
~uestions which are listed in the brackets . 

II ell, I just - with the thing today at 4 .66 • • •• 

Sterling bas gone down to 4 .66 5/ 8 . That ' s the 
figure that we can opera te - the exact figure; I 
told them t o stop operating as soon as it touched 
t.ba t figure. 

Well , all I'm interested in, Archie, is t hat the 
t hing has broken sharply below.. . I haven't seen 
Bewley, I've wai ted; I wanted to do every thing pos­
sible to give the t rade treaty all the chance in 
the world . I said f acetiously I wanted the corpse -
it isn' t a corpse- I wanted at least ••• • 

4 chance to cool . 

A chance to cool . 

Take the pennies off the ice. 

Pardon? 

Take the pennies off the ice . 

Certainly nobod:y could be 1nore patient than I •ve been 
all through this thing. 

He ' s been all ••• 

r.&r . Hull i s 
he meant it 
the treaty, 
what I did . 

often very s arcastic. I don't know whether 
or not, but on the day of the signing of 
when I congratuled him, be thanked me f or 
Be's always so sarcastic; I don' t know. 
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Taylor: 

H. t.! . Jr: 

trbi te: 

Tuylor: 

'1/hite: 

H. r.t . Jr: 
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I said, •Well, w~ile I don't claim a~ credit for 
helping you, at least I didn ' t do a~thing, Mr. 
Hull, to bold you b ack.• Wbi cb of course is true. 
I didn't do anything to help . On the other hand 
I o ertuinly played ball with Cordell to do every~ 
thing possible to stand by and give him a clearance. 
Arui I mean it. 

But this thing is now- and I first thought I'd have 
Herbert Feis here. Then I thought I wouldn' t. This 
is strictly a Treasury thing . We all agreed we'd do 
it t hrough the tripartite. I don't think - don' t see 
why Herbert Fe is should sit in this morning . Tell 
him afterwards what happened . 

One suggestion I'd like t o make , and which I pr obably 
think you' r e going t o do anyhow: that you start ott 
by saying tha t you have studied t his message which 
you received from them, and ..•• 

Well , I ' d like t o go back further than that, Wayne . 
I ' m going t o say t o him t ho t all through this 
di ffic ul t time I f eel the British Treasury has 
vlayed ball. 

Yes, t ha t ' s - that ' s fine, and t hen bring in this 
message, which is a rather important message. 

Let me read it. 

~ome of it is very naive, but the last • • • 

But it ' s . .. . 

a s t atement that - well .••• 

Just a second, gentlemen. 

(Reads message) 

Well I want t o say this . I haven ' t said this to 
you before, but some time las t weeK - and it' s one 
of these extra-confidential things - we were talking 
about - when I went over t o see the President in 
the morning; it was Wednesday or Thursday . You (reporter) 
might look up when I went over to see him in the 
morning. I only s aw him once last week; there must 
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be a recor d when I went over there . Let• s see, 
l was going to s ee - I don• t know; well , t he record 
is here. And the Pr esident has told me this now 
sever al times when we' ve t alked about the price 
of commodities falling. He sai d , "VIell, don ' t be 
surprised if l call you up lat e some night and say 
do something about stopping this flow of gold t his ' 
way . " 

And he said, "If s t erling continues t o drop, aren ' t 
ther e just two things thet you can do, either devalue 
further or ~ut on some kind of control?" hnd I said 
•Yes, that ' s all that we can do . • ' 

ihere is a third . 

Just ~o minute . 

Without l eg isl" tion. 

Just a minute . So I said , " After all , as to the 
control, we could get it on a basis where anybody 
who wants to c omplet e a legitimate commercial trans­
action could pay us in gold, and anybody else that 
didn't want t o wouldn' t have·access to gold .• And 
... said,· •That .vould, I think, overnight make all 
the difference in the world . " And I s ai d , •This gold 
coming here, which r epresent s capital movement, 
doesn't do us any good . " 

But the Pr esident has this in mind and has had i t 
before , and he keeps poking it a t me . I just wanted 
t o tell you people . hnd it doesn ' t particularly 
frighten me . 

titer ling will break even further if we stop gold 
from coming in. 

Break further with ariy r estr icti ons. They'll demand 
dollar'S • . •. 

The people will sell sterling all the more to ge t 
dollars. 

~lait a second ; I don't know if I agree with you a t 
all . 

Not - if you're going to eliminate capital movements , 

Regraded Uclassified



H. ;.!.Jr : 

White : 

H.!.! .Jr: 

vrni te: 

H. !.I . Jr: 

tShite: 

H.:J.Jr: 

nhite: 

H.:!. Jr: 

White : 

Lochheaa : 

ll'hite: 

-5-

the Secretary is right. 

l don't &gree with you at all . 
sterling and sells sterling and 
what tne hell is he going t o do 

li' be can't get his gold out . 

I£ the fellow owns 
be can't get gold out, 
With it? 

Nhat 1 s he going to do with it? He's going to stop 
selling sterling. 

If you put restrictions on getting gola, it's going 
t o um, ues tionabl y cnecl( tbe flow of capital here. 

And - wait a second - &nd then it's purely in the 
Br itish hands . If the fcllo~ sells sterling and 
wants t o buy gold, if t hey don• t want to give up 
the gold he can't get the gold . 

Pretty drastic measure . Ther e ' s another measure 

But I want to get this in the record. l'lha t do you 
think? 

lhere ' s a third measure that I suggested a couple 
months ago - wa sn't opportune; that vtas to raise 
your selling price for gold, increase the spread; 
keep the buying price, keep the legal price of 
$)5, but just r &ise t he selling price by X percer.t, 
let' s say 2, 3, or 4 percent . 

The selling? 

The selling price. .7hlcn would be an indication 
tha t anybody who gets his gol d in here might lose 
on exchange getting it out; and it would be a very 
severe deterrent to those •who are sending their 
funds here f or specula tive purposes or for s?ort­
term capital gain purposes in the market . I d 
huve to explain, give you a memo on that . But 
there is very definitely something in that. 

A variant on the i dea of keeping the book value of 
your gold the same, but •••• 

It 's adopting toe same t ype of procedure tbat England 
is doing in that direction. 
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You mean to say that when a fellow wants to buy 
gold, instead of having a quarter of one percent 
have a half of one percent? 

lihen he want s to buy it here to take out - well, I 
WhS thinking of something more . 

I mean when we buy it ••• 

When Ne sell it. I wouldn't want t o disturb the 
buying price. 

Hhen tnese fellows get gol d and ship it here, we 
pay t hem $35 less a ~uarter . 

In tn1s transaction I wouldn't disturb the buying 
price . I would put the disconcerting element a t the 
o ther end : that if ae wants to buy his gold from 
us ••••• 

But nobody buys any gold . 

But the mere fact that he 'll have to pay much more 
f or buying in itself will cause a turn, and won ' t 
subject us t o the charge of devaluation. It ' s a 
milder method than devaluation and probably just 
as effective. 

••ell, if I di d it I would only do it 'llith the 
understanding t hat tha t's step A and if it didn't 
work I •d go to - immediately t o step B. 

It would be easier once you begin altering your 
selling and buying price, NhiCh you have the power 
t o do without any .••• 

Listen, these fel lows - IJr. Dalsdier is going to 
f al l within a few days. I think he 's finished. 
'.l:he bea uty of my J)lan was t hat if they ' d have t aken 
my plan i t would have been satisfactory to the 
extreme left, because the extreme left want what I 
suggested . And this fellow who wus over here, 
llonnet, says the working man i s willing to wor k 
like hell and wi ll work like hell if he 's convinced 
the capitalist is also willing to do his part. 

Phillips said the same t hing in the Times • 

' 
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~ut he's not wi l ling t o Nork like hel l as ,long as 
he t hinks the capitalis t i s gett i ng away with murder . 

No~t, I'm not going to go int o this s tuff t oday, but 
I want ed to l e t you fallows know - it ' s the fir s t 
t i me we 've had a chance t o think out loud . And I 
don ' t want i t a t thi s particular stage t o go outside 
t his r oom . I mean if and when it ' s ready ••. But I 
always - when I get wor king and talking , you f ell ows 
know and I want you t o know wha t • s running t hr ough t he 
Pr esident ' s bean . But it ' s not ready to ~alk about 
outside, because it would fri gh t en peopl e t o hell . 
And I s i ncer ely nope that i f they ' r e going to do 
something like t his, it will come f r om t he Brit i sh; 
and i t ' s go t t o come from them . In other wor ds , it ' s 
getting down to a ma t ter of ·days befor e t hey can' t 
st&.nd this any longer. 

But I ' m going t o be very sympathetic, ver y courteous ; 
I have no r eason to be any t hing el se . I'm certainly 
not going to jump on a f ellow' s neck when he's having 
the troubles they are . I ' m g oing to t ell them that 
up t o now I ' ve got no complaints . 

And that we full y understand the problems . 

Particularly in view of t hot last sentence there, 
nhich is i mportant . 

And I mey kind of dr op a hint of the possibili t i es 
if t hey ' d l ike to s end somebody over here to talk 
to me - Wayne? 

(Nods appr ova l ) 

Wha t? 

I think t hey t d pr obably s ay 1 • Well , Bewley ' s r i ght 
here, and • ·· " 
Don 't think they 've got any better ma n t o send. 

Well , he went on his vaca tion jus t befor e Oct ober 1 . 

Nell, that's differ ent . 

r • d like t o g e t a chance to e xplor e some time in the 

•. 
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tbat other matter. I t' s a little near future 
technical. 
to do . I'd 

I th.ink it would be a very smart thing 
like to write it up. 

What I• d do with a thing like this -like everything 
else - so many pistols at my head, and I'm doing each 
thing as fast as I can assimilate it. I can't assimi­
late these things any faster thsn I am. And you see 
Hopkins • stuff i s out now in the paper, and I can't 
do anything faster; and the domestic stuff comes 
first. I mean I admit with this thing coming I'll 
Just have t o go to town. I can't work any more hours 
than I am •.•orking; I can't assimilate things any 
faster . 

But you have 1n mind there is this possibility you 
want to explore before you come to a conclusion. 

There are a million possibilities. 

I haven ' t begun, Harry; I haven ' t begun. And you 
know everybody will g et a chance a t me. I haven' t 
begun. 

Are you going to read that to him or • • • • 

Yes. 1hen if he wants a copy 

I can make him a copy quickly of those - Just those 
questions you want to read. 1'/on•t take me long . 

All right. Here, I checked - the ones that I've 
checked are the ones I want. 
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November 22, 1938 

SubJect : Sterling . 

• Sterling tod~ i s down to 4.66 1/4. That i s dangerously 

close to the recant low of 4. 61 reached on September 28, 1938 which 

in turn was the lowest sterling rate Since October 23, 1933. 

It sterling breaks through the September 28 low, the 

psy chological effect of that may well be what a br eak t h rough the 

old parity of 4.8666 was on August 30 this year, nemely, a further 

accelerated downward movement. * 

I have her etofor e considered as untimely any suggestion t hat 

the Secretary o f the Treasury build up sterling balances instead of 

ronverting ell his s t erling pur chases into gold. I feel today that 

times and conditions h ave sufficiently chang~ to make thi s suggestion 

now because 

(I) of the t echnical position of the m&rket: 

a substantial short position is f alling due i n December . 

(II) of the danger of a further accelerated 

downward movement of t h e sterling rate if t he r ecent low 

of 4. 61 is broken through. 

(III ) it would, certainly at least temporarily, 

help to prevent s breakdown of the t rade treaty with 

England just s i gned whi ch aims at greater t r ade acti Vity 

between the two countries. 

*It took about 8 weeks fo r ster ling to weaken 7 1{4 points (!rom 
4.93 5{8 on JulY 7 1938 to 4.86 3{8 on Au~ust 30, 19~) , but only 
Just short ~t l2 we~s to weaken ro wints {tr Oll 4.86 3, 8 on Augult 30, 
1938 to 4. 6. 1/4 on November 22, 1938) . 
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(IV) it would preveot questions being raised 

as t o t he use!'ubess o~ the tripartite a rrang emtllt . 

(V) it would help to stifle renewed clamor for 

further dolla r devaluation which continued weakness of 

s terling is almost bound to br ing forth. 

(VI) it would help to remove the disturbing 

factor of a dropping sterling rate which I em told t h e 

market feels very definitely would interfere wi th fUture 

Gov ernment financing. 

(VII) the British h ave, in my opinion, proven 

their willingness t o support their currency, suffering 

t hereby losses which have brought them nearer the end 

of their gold holdings in their stabilization fund. 

370 

' 
The exptllditure of money by the stabili zation 1\Jnd in support 

of t he s t er l ing rate by means of sterling purchases w1 thout conversion 

into gold seems just as defendable as direct subsidies already paid by 

the Government and it m117 be a whole lot cheaper - assuming that t h e 

pu rchase of £50,000, 000, at Sll7 4.62, would be sufficieot• a W point d rop 

in t he r ate to 4. 32 would entail a loss of $7, 500, 000 for us. 4. 32 is 

about as low a figure for sterling as has been mentioned as a likely 

level. 

lly recommendation as above is, however, predicated on two 

very important points 

(a) t hat t he British shar e my belief t hat it is 

r easonable to assume that at around 4 . 30 s terling is, 1t 

anything, underYalued provided no fUrther international 

complication arise and also my hope that the amount of 

£50, 000, 000 would be suffi c ient. 
Regraded Uclassified



~ 

(b) that the Br1thb are willing to do this opera­

tion tor joint account as follows: 

(1) we would make the necessary dollar s 

available for sale by them, against ster l ing, in 

their ma rket and for purchase by us of sterling 

here. 

(2) all sterling t hus acquired would be 

credited to a joint account say in the n ame of 

Federal Reserve Bank as Fiscal .Agent of the United 
• 

States and Benk of England as Fiscal Agent of the 

Sri tish Treasury, and 1110uld not be liquidated, 

except by mutual agreement , for, say, 12 or 18 

mon t hs , and 

(3) all profits or losses established 

at time of liquidation will be equally shared. 

I am fully aware, of course, t hat all efforts at holding 

sterling rate nea~ a given level 100uld be doomed to failure if 

further international crises should devalop; bu t t hat possibility 

opini on, necessarily warrant our sitting back and 

nothing , 

371 
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T!.l Export-Import Bank baa under consideration the foll.owiJig 

loans to llrasUt 

1. A proposal aubadttad by the Foater-Whealer Corporation iJ1 

eollebol'lltion with the Chemical. Bank and Truet Caopen;y il\...,bing the 

tillanciJIB ot material and equi~nt to BrazU to be used in tbe con­

fttroction ot an oU refil\ery for the Steta ot Rio de Janeiro, Alllount, 

approx1catel7 $1, 750, 000. 

2. Sale ot coal to BruU on ehort-tera pe.yment baai,s reported 

in letter or October 29. 

3. Sugar equipneht to Brazil; no amount mentioned in l.e tter ot 

October 17, 19)8. 

4. Road building maehil\ery to State ot Rio de Janeiro; no 011ount 

mentioned in letter ot October 17. 

s. CCIIIIIlitment ot $7 milllon to the Central Reil.Jr~s ot BrazU, 

expires on JUDe 30, 1939. 

\ 
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148-7 148-11 

" ba•• allowe4 r.to to· MC· So far ... ba'fo ool4 $2,5()0,000 rato 

DOW ~.67-5/S ~or $)0,000,000, 

Jol\oD 
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Mr. loUoa Ulle4 •o a' 11 et elotll '-' ha4 Ill' rHIIlYM 

.., oabll ot tbh Hniq latol'ldq lib et our ,.Hba11 ot eboQ 

uoo,ooo. 

'' rt~u4• Ulo nerllal ••net u ,., the -• old .-.,., 

be aaid. the Ma1a ot Ulo 41tttoul'J' waa prillariq polU1oalJ .aa 

ADslo-Oenae Uodoll1 1t 1117'blaa1 had 1ooreaae4. Yothl'dqft 41bna 

ia t he Bou•• ot Co••• ha4 bl'Oach' tonh a HD_.. aUalllt Oil •tlln« 

b7 the Oenu111 Jrau. Wort• rn, there waa a fair 11101111t ot pol1Uoal 

diiiiDaioD fl1 thla .,1•4, all et llhtoh tul'll11he4 eaoallaet breMiac 

111011!14 ter tbo apeealator~. 811 lo1101 ot 1014 aed .. chilli• had 

btiD et 1Uoh • ra'• til&' u •a• 110• upeedbla lbr til• \o 10 011 

loa1D1 et tile liDO &Up. U waa DOW a quenloe ot uUf.Jiatl real" .. 

f hlir 101111 be4 aYII'tiiM Uon &41 0001 000 a 48)'1 the 1Dwi,abla 

rellllt ot Wid. ba4 bMD tbat tlltr bad \o lialt thair IIIPPOftUa 

OptretioDaJ tbil ill tarn ftl '-4 W b'l'iq &Nut wider tlaetw .. 

tioa e. thll)' ww. .DOW oparaU.DI at a llaU 'llbieb ••• redaatn1 their 

11a11r .,.,.,..,, 1o .. ,, aa,ooo,ooo. •• aolll4 ..... ••• Blltoe aoa­

ttnul4, t het aa far •• a.Npa ... -•ora .. , thin ... • •t••aal 
oonY1aUoa that norllal ... aoi.DI t.e 441pno11'• fltnb•• 'Ubrp 

t he Lolldoa IIAftn 4oettea.7 41aliko4 thit ... uno4 ... netatt• 

ot lterlt.a, then ... talk ...... a 4.10 t.el. no o.tb.n 

••1114 upoa ..,w.,, \!le len of ae e1 ... 1ae" tho h•-•'• 
~. ""' et .u .._ .. , .... , .. ehul• tao •f•IMlo ,.au• 
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O.uc~-~~- ~ lt .. CORRESPONDENCE 
eo~nomu1. nr.u 

SuD.Jt:cn%&PIQII CDIYIUA!IOI IIU 

-- .J.tii'-Ql MUIO. 

• 
or norUq. Ho eoul4 ... no bopo ot U.,ro••oo• 1D tho po11Uoal 

t1tuaUoa tor -• •a• '- -•· 
.. 1\oll ref.,.... 'o rq 'oltpboeo ooll tho laUer pan of 

lut ••* llld 'bo blah I bad 4roppo4 to bt. at t hat Uao. 1rblttball 

OD the wbole a .. od U111aol1Aot to 001111d01' ~ u u .. uo u 

t hl)' et tho bank bad thOD bad 1D Iliad in tho wq Of renl'1otiODio 

fhet bo1q oo, ho ll1cb' waD\ to hlto -. anioa tbi'O\ICh per-al 

eontaot with t h o aan• al'boalh bo waa aware that tb11 would 

probeblJ do no .... than abort1ao tho woamoaa of b1a poa1Uoes. 

lnortbolou, b o tboqht --bt"l bad to bo c:lofto. Bow"n• b~ro 

do11lc •J'thlllc of that aa,uro be would cl n • • noUoo woll in ad-

• c oo. ltopa aloac thoao 11DN it tum woul d bo wore in tho aatan 

or ~e111qo1'1al toobDlquo wUl\ wbiCih lbittholl waa, or oourao, not 

CODOOI'Dod tNt bo would aako WI'O that I baud of it 111 • ple tiw .. 

Bo bad on_,o4 to lhip o!lou' 1'71 1000000 of col d t'l'oa Pa1'11. 

ra11ldo4 bU of OUI' talepboao -•ol'aaUoa of ., .. two or \1\roo 

.,o 1a tho ..rM of wbiob bo bad ltato4 that th~~r lllllll't Jmew 

'lllotbor t b• ~• ooYer tboll' llbon po11Uoa 'IIJ •-• or p~~I'Obaaoa 

tho aartc .. or )T .... of ~14 IIUpaOD" •• 1Dquii'Od wbRhu thoao 

lhlpaata WOI'O oa~~t•plato4 aa ..... that •• oao of tbo tbiaea 

.. , 41 •••a1JII _, lol'- ropltot. lb• bad 11110001000 taU'•• 

111 Doo•ber •• 11 ttaer .s. .. ,, twaitb tho lt01'11al 'IIJ .... ot 

u ll'lnbaaoo 1t .. .,.. llo Uttte.lt twr ..,.. ltaolt or n01'11q 
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CORRESPONDENCE OAT~-UJ'. Jl,. ... 

suaJEc-r-~a>_atnst'IOI ma 
___ _..._ Ql DO! liD.. 

I 

to t1nd the nee4~ 811p;>1J'J '!at, or -rH, aicbt well llalp Ute 

lttrl1nt r eu. !b., bad w ooaa1du th1a aathr troa aa:r ache 

11 it WU DOt ODl7 IG GohiGie Cl\lelt10D Wt ODe that al• d1r..U1 

at t Hte4 Ule LolldOD _., aanet. I po1Dt~ out the' bh oalwla­

tioDI 1111ht Well be eGI'I'eft preY14ed fertilp ~aliGeN 1D the I..4aa 

ur:tet were aa.tfioi•\17 ~· IGd •• to tha\ be wu Ute beet Ju.,e 

ot the eU uaUoa. Soltoc d1a•t ... to reel t hat he ooald do IIIIth 

to at• t he capital ao•••t wblcb wea uder •a:r wt rather 'bouabt 

thet hh ple IIlah' be •eeeaatul 1D aqaNI1q -e or the IPiftlaton. 

At a~~:r r ate, 110 aauer &at thiiJ' tillell:r Ue14ed oa be ~d a1n ee 

pllni :r or 110\loe. 

Lit an 
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Dated November 22, 1938 

Reo 1d 3 :32 p , m, 

Secretary of Stnte 

'le.shinc;ton 

1346 l1ovcmbcr 22, 6 p . o , 

FOR TREASURY. 

Thou~ the London stock ::narkE t has '>een relatively qu iet 

and British f unds ~tave ree istercd 11 ttlc chanze w1 th war 

loan ~% nne.l tered at 993/16, pr esaure on sterling ''as 

hcav7 and the rate <lrop;:JEd from the open1nr; at 4 , 68 3/4 

to o.a low as 4 , 66! recoVEl'inJ later to 3/ 4 . The Briti sh 

fund sold dollars in the mornin~ but is believed by the 

market not to have oper ated t !:lis afternoon, t:te hardening 

of sterlinG i n the l ate afternoon being due to support from 

New Yor k , 

214 bars were sold at th£ ~ld fixinG, 100 of which were 

supplied by the Sritish f und at l 4R nhillines 9 penc e tbc 

pr ice r isin G subscqucntl;r to l4!l sllHlinGa l.j penny though 

the after f ixing turnover waa Sllllll l , 

The franc hna b een steady around 178 , 77, th£ Bank of 

Fra nce having operated in a stu1ll wo.y in the o.ftc rnoon a t 

178, 56 . 

KLP 
B;/ 

KEHHEDY 

' 
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J'RCif: herioan &.b&aay, Pa:ria, J'ranoa 

D.t.T&: IDY•ber 33, 1938 , e P·•· 

10.: 19?15 

J'ROK COO B1Wi' • 

378 

In the preaa and on the u.rltet there baa been a 

good reaction to the Go•ernaent•a forceful action to 

end the &lllllll strikes tbat ooourred yesterday, and to 

the strong order g1•en by tbs Pr•ier to depa.rtaent&l 

prefect. in France to put an i•ediate end to any 

occupational atriltes that migh t occur. There baa also 

been a good reception for the announcement by the Kin­

ister of J'inance that the Treasury would baaten the 

aettlement of billa due goTernment e~ppliere . There ia 

general i.-pro•nent in ab&ree and French rentea • 

. U 5: 30 I talked with the Banlt of France and ascer­

tained that the French control bad a aatiefaotor y day 

acquiring a good &.o\lllt of sterling and seeing a011e 

i.-pro••ent in ttle forward frano. The fact that sterling 

b&d further dropped b&.s oaueed auch worry in the city 

and in continental central banlt oirolea . .lt present, 

goaaip is circulating that the gold reaourcea of the 

British equalisation fUnd a~e exhauated. 

The atory appea:ring i n the British preaa that 

J'rnoh control baa 'b&llll eelliDg 1 te recaUy acquired 

sterling to purob&ae c!.ollare 1e daied and reacted b7 

ay fr1eD4a here. 
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rour hundred and e1xty-e1~t •1ll1on franoe gold bare 

1nvo1oed todar br the Bank of rranoe for ehipeent on the 

PRISIDIIT ROOSIVILf to the rederal Reaerve Bank of lew 

Torlt for the aocOUJlt of the Bank of Kngl&D4, 

a 1a not Jet mown wbat will be the outccae of thh 

afternoon ' • •eeting of the French Ohaaber Finance Co.aittee 

wherein 1 t wae planned tbat Dala41er and ReJD&ud would 

1na1at on 1.-ediate oone1derat1on of the budget for 1939 

and on pon poning d1ecuae1on of the decree lan. 

EIID OSSAGK. 

WILSOI, 

U:LIW 

'; 
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OFFICE CORRESPONDENCE DA~o• .. ber 11, 1111. 

0 COI~DJnlAIAL!t-Jn~t!IIP----- SUBJICT• , ...... ~~01 11!1 

roo>~ 1.. 1• ~la!!M~e!_ ______ _ __._ ... 01 IIOUIIDo 

lr. Bolton oallld at ll1U \bte eombc. th.,. had bl4 

r.ther • Upter dq to4a1, he 11141 aad had lon eUocfthar aot 

111011'1 thea t1,100,ooo. It \h• .uld keep \her an lo•••• do• 

t o £210001 000 • 4a1 th.,. would be do1Ac ebcNt u well aa could be 

eJq~eotld. the 111&ht 1aproY .. tat 1n the l1tu1t1on he thoqht n1 

cllle to 1 -ewbat bitter !Mlbc 1n frmee wbera .Bonllet •11 re­

ported to be reac~T to a1cn • nOD•IC&reealoa deolarat1oa wUh 

ftibbmtrop. Altho\lab t he Prmob labor a1tuet1oa wu probabl7 worae, 

Pada parado:doall7 •-14 to tMl 1 l1tU1 be$ter at.plJ beoau aa 

t he Fr111ob Go•erm~mt ne dltena1nl4 to applJ' a t1nu hend to 

atdkera. lot hiD& .um n1 n;pelt 14 t o r1111U troa Ch•'berlda '• 

and B&litu•• •1a1t to Parle •• \he Oeraaa•J .. 11tu1t1oa bad pulllbld 

rtcht 101'011 _,. ll'll'aa&•mt wbieh t he Dlcl1sb and rrenoh •tate•• 

•lcht ba•e had in aiad. 

LU:ID 
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Stcrttary of State , 

Washington , 

1351 , h~vcmbEr 23, 5 P• m, 

FOR TREASURY, 

381 
GRAY 

London 

Dattd Novonbt r 23, 1938 

Rto ' d 2 :11 P• m, 

A forEign exchange dealEr dEscribes today's market 

as nervous , Erratic and narrow , ThE ~ritish authoritiEs 

chtcktd thE fall from thE opening at 4,66- 1/2 to 4,65-7/8 

and thE ratt staytd around 4. 66-1/2 until the doll ar was 

offtrtd from Ntw York and thE ratE went to 4, 67 latEr 

reacting to 4, 66- 1/2 around which it now stands , 

Tht Bank of FrancE is reported to havE takEn in a 

substantial amount of sterling today bidding first at 

178, 65, later at 63 and 61, but in thE latE aftErnoon 

at 66 , The FrEnch haVE lost a small amount of their 

sterling gains . 

Only 77 bars wtr£ sold at gold fixing at 149 shillings 

2 pEncE tstimattd to givE about onE- half pt nct and post 

fixing dtalings wert small . 

British securitiES EasEd slightly with war l oan 3-1/2 

down 1/16 to 99- 1/8. 
K£NNEDY 

CSB 
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PAIUPBIUSI OF TELm!Uli REOin'ED 

FROM: American Ellbasey, Paris, France 

DATE: Bovesber 23, 1938, 6 P••• 

NO.: 1981 

FROlt OOOHRAN. 

382 

The Finance Commi tiee of t he Chlllllber in an extended 

s es aion last night ~oi&d down a 8ooialist motion denounc­

ing the decree laws of the Goverlllllent; there were twe.nty 

votes against the motion, 18 votes for it, and five members 

aid not vote at all. I mmediat e diaouesion of the budget 

was voted, 25 for it, 16 against it , and 2 abstentions . 

Thua the Government ' s desire that the budget have priority 

over t he decree lawe was approved. Presa reports indicate 

that the Government won its victory only after Daladier 

threatened to cancel the visit to Paris of Chamberlain 

e:nd Halifax which was scheduled for today , and that be 

wcu~d convoke Parliament to pase on his policy as a whole 

if the Finance Committee would not uphold him. 

Reynaud, the Finance Kinister, again categor ically 

oppoeed exchange control during the committee discuso1on. 

He said that adjust ments could be made in certain meaouree 

decreed provided there was no reduction in the total 

revenue derived froa them, and provided there wa& no 

change in the general t rend. Signa of ill!provement already 

• ~ 81nce the first of November, be said, 
exiei, he eta.e~. 

about 1 l/2 billion france have been r epat riated. 

The neede of the Treasury, according to the Minister, 

are 
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u e oo'ferecl until Karch, 19!8. '!'be 'l'reaaury would ha•e 

t o pay out be~ore that date aa billion ~ranoa, and it 

bad a]+ea~ on hand 17 billion franca of tbia amount. 
in circulation 

At the present moment ordinary 'l'reaaury banda/total 

ao billion trance aa oo.pared with 8 billions an the 

f irat of I o'f .. ber. '!'be Kiniater of r1nanoe announced 

that the orcUna.ry budget ~or 1939 WOUld be in balance at 

66.3 billion f ranca. 

At noon t oday I bad. a talk 1r1 tb Rueff. Be said that 

altbOil4Jb the Toting last night was cloae, Reynaud bad 

really made a good impren1 on. In spite of Len and \ 

organised ~bor oppoaition, tbey hope t o oarry the prograa 

through. 

'!'he J'renob s taD111zat1 an tun4 gained sterling an 

the Paria aar:tet today. '!'here waa aleo illlprO'f•BDt i n the 

f orward trano. Weaker J'renob rentea and aharea. Attar 

the Bourae closed, the announcement of a ooaaon declaration 

by France and Germany improTed eenUaent here. Illportant 

ealea of dollara were made againet aterling by Lazard 

today. Dollars were purobaaed by tbe Bank of Indo-Ohina. 

At halt-paat ~i"Ye I tallted wi th the Bank of J'rance. 

I waa tol4 that tor tile day the :rrenob control had pined 

oYer one ail lion powada, eYBn thouP there bad. bee a aU&~~' 

turD. thia eYening b-•• of labor and political teara. 

Today 
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Today ib.e Bank of France inToiced for eb.ip•IIDt 011 

tb.e AURABIA ~?2,000,000 franoe sold bare to ib.e federal 

ReserTe Bank of ••• York for tb.e a coouni of tb.e B&Dt of 

England, 

I am told by Parh-Aaerioan banltere tb.at tb.ey 

undentand tb.e Bri Ueh are offi c i ally buyiag Indian 

gol d at 34.63 wb.ioh 1e pr•iua OTer 3~.!59 , wb.ich latter 

f i gure 1e llbat .t..aerioane oaloulah tb.ey can afford t o 

pay for 1 t , 

iND KESs.t.GJ: . 

WILSO!I. 

:u:Ln 

\ 
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TO 

TREASURY DEPARTMENT 

Seoretary Korp~~tbau 

Kr. Tqlor: 

385 

•••• HoT.-bar 23, 1938 

I oalled Kr. Brigga o! the State Department, in aooordanoe with 

the requut OOllTe)'ed ill Jeia' b"er to 70U o.t !fOTeabn 224, and asked h1a 

to send to the AMrioan Charst at Rio the toll.owillg Maaap: 

Secretary ot Treaaury asked Penteado to oonT-.r t o 

Souza Ooata Meaaa- to atteot that on accaaion ot 

Souza Coata • a Thi t the7 had worked out uiati.llc 8014 

credit mang-t; that it 18 d .. ire ot u. s. '1'raa.8Ur1 

to work ney cloael7 w1 t h Brazilian Treasury; that u. s. 

Treaaury had ~en ••kl ng 80M pral.1111nary atudiee 

loOking to further cooperation ill th1a tiel4, and 

Seoreto.ry »orgenthau wiahed to mow it So1124 Costa 

had all7 auggeauona aa to turther atepa 'l!lich lll.ght 

be talaln. 

~· 
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PARTIAL PARAPIIIUS~ Or TILIICIWt RIJCIIVED 

J'ROK: 

DATI: 

10., 

American m.bauy, Berlin, Germany 

BoYeaber 23, 1938, 8 p .m. 

651 

lo. 33, FOR THJ: TREASURY , J1t0)( HEATH. 

The to~ dieclosed debt of the Reich increased only 

&&,000 ,000 aarks in the month of September t o a total 

of 23. S billion aa.rke . The increase was entirely in the 

f ora of short tera indebtedneu which rose from 

4,513,000,000 marks at the end of August to 4,753,000 ,000 

marka on September 30. This increase of 240 ,000,000 

marks was mainly offset by a decrease of 7 ,000 ,000 marks \ 

in lon g ter m external debt and 169 ,000 ,000 1n i nternal 

mediwa and long term debt. The greatest part of the 

decrease in internal funded debt wae in the reducti on 

of ~ 1 Treaaury work c ertificat es• of 1921 froa 

236 ,000 ,000 to 60,000 ,000 and in 4 1/~ Treasury cert1f-

1oatee of the 1934-37 i11uee which went f r om l,lao ,000,000 

marks to 1,028, 000,000. On the other hand bonds of the 

Januar y Reich loan in the amount of 96,000,000 marks were 

iseued, 

In Yiew of the huge e~endituree for fortification 

and other mill tary preparation in Sept•b•r the slight 

1noreaee reported in the debt at first eight seeme 

inoreclible. On the other han4 Sept•b•r - • a r ecord 

-til. for tax r enouea which t otaled 2,013,000,000 aarke 

or 154:5,000,000 ..rke ( 3.,.) OYer September l93T. 
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However, there is evidence that in order to meet 

extraordinary expenditures for the month of September the 

Government had recourse to credit operations of an unusual 

character which the official debt etat eaent does not ehow. 

It is reported that municipalities had to loan reserve 

fUnds to the Governaent, 'IIIlich tunde were later repaid 

by October lean bones.. It 18 &leo reported that credit 

was extended to the Government by muni tiona and other 

factori .. for which no payment wae made either 1n 1 del1very 

certificates• or other paper. J.ocording to one banker, 

a munitions factory which has a capitalization of 

7 ,ooo ,000 merll:e haa on ite bo oke •,ooo,ooo marks of Govern­

ment debt for which it bae not received any Treasury or 

other oeritificatee; because of ite lack of operati ng 

capital it 1e having difficulty in meeting ita payrolls. 

J.ooording to this a&~~~e banker, the Government did not 

have to resort to the iseue of unrecorded •special bill s • 

during th~ month of Septllllber, but that 1 apec1al billa1 

were plentiful in liaited aaount to a few large industrial 

undertakings for the month of October. It baa been 

imposeible for me to oonfira thia 1tatement, and the 

Governaent continue• to deny that • epeoial bill" financing 

baa been undertaken ag&in. 
• be cn.no1tte bank etatement 

J'or the month of October • -r 

shOW I 

\ 

Regraded Uclassified



388 

-a-

eb.owe tbat depodh - uo1v.41q UM a114 e&YiJlp depolite -

1noreaeecl b)' 105,000,000 u.rltl &I OOiql&recl with tile aontb. 

of Sept•ber • wb.ea there ne a deoreaee of 707 ,ooo ,000 

lll&l'lte. It 11 UDUIIual illat there -. an 1nor~a~e 1Jl 

depoeUe· f ollowing tile 1,8150,000,000 -rlte Reich lou 

which ne flo&te4 in October. Bowner, tb.ia. 1a 'to be 

aocowaiecl for 'by the repaJIIeDt of OoYernaent ~hort ud 

m1dclle tera paper which I aenUODecl 1D ar telagr- •ci. :sa, 
the 1aat one I sent t o you, 

EID SIOfiO. ONI. 

GILBJ:R!. 
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GRAY 

Berlin 

DatEd NovEmbEr 23, 1938 

REc 1d 9 :25p. m. 

Stcrctnry of State, 

Waohington. 

651, Novtmbtr 231 8 p. m. (SECTION TWO) . 

ThE total demand dEposits of all GErman credit 

institutes (savincs banks Excepted) stood at 

18, 310, 000, 000 mnrks or which 6 , 175 , 000, 000 marks 

were inttr- bank deposits . Savin3s deposits of these 

banks increased 29, 000, 000 marks to 614, 000, 000 marks . 

Tht cash reserves of all German banks (excluding savings 

banks) VIE re 1 . 9 per cent at the End of OctobEr as 

comparEd with 3 . 1 p t r cEnt at thE end of SeptEmber. 

ThE rElations of other liquid assets to liabilitiEs 

was 59. 7 on October 31 as compared with 52. 5 pEr cent 

SEptEmber 30. 

On the ass Ets side total bank hol dings of securitiEs 

presumably mainly as a rEsult of thE loan incrEased 

250, 000, 000 marks to a total of 3 , 572, 000, 000 marks as 

compared with a deorcast of 68, 000, 000 marks in Scpttmbcr. 

Bill holdings (not including TrEasury bills) increased 

349; ooo , ooo marks in october to a total of 5 , 346, 000, 000 

on 

\ 
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- 2- #651, NOVEmbEr 23, 8 p . m. (SECTION TI70) from Berlin. 

on September 30. Practically all (340, 000, 000) of thi s 

increase was in thE form of three months bills almost 

exclusively in the form of singlE bills of the Gold 

Discount Bank. Ban!~ holdings of Treasury bi l ls decreased 

17, 000, 000 marks 1n OctobEr to a total of 3, 482, 000, 000 

!!'.arks as compared with an increasE of 242, 000, 000 in 

September. Interbank claims dEcreased from 2, 186, 000, 000 

!!Ulrks to 2 , 149 , 000, 000 on OctobEr 31 . Merchandise loans 

increasEd from 446, 000, 000 to 464, 000, 000 . 

The Reich Stock !.lo.rkct index which had fallen to 

103. 18 in September ro11c ··tlo an averagE of 107 . 48 f or 

October and 108. 26 for thE first wEEk in November. 

( 1924-26 equal 100) following anti - Jewish demonstr ations 

the index fell to 105 . 21 for thE third week in Jlovcmbtr 

and doubtless would have declined much fUrther had it 

not been for the prohibition against sales of Jewish 

owned securities . Tht avcraac yiEld for all stocks at 

the September a veraGE prices 110s 4 . 82 as compared with 

four ~Er cent for September 1937. TakinG only conc erns 

,aying dividends of five per cent or morE the average 

yi Eld at September 1938 pricEs was 5 . 08 per cent as 

compared with 4 . 49 per cent at September 1937 prices. 

(END lf£SSAOE) . 

OILBC:RT 

HPD 
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Fro•• Banker• Truet Co., N, Y. 
Lnndon Ottlce 

Date : No•eaber 2}, l938 

J.'1 OPEIIIJIG DOLL.IJIS S'li!O!IGLY liAJIDD .Al!ll :U.'II 07 !!'OI.Am) 

SOLD AB011l' 2 lULLio• DOLL.IJIS J.'1 11.65- 7/S. NARD! '!li!lJ! 00'1' 

OJ'FERED ON PROll ! T.AXI!IG AND BIDDill CO!n'ROL STARUI> l!UYll!O 

OOLL.t.!S l'ROM 4. 6650 DOliN TO 4.66-}/l6. J.'1 MOMENT MAl!D'r 

UNCERTAIN, FORWARDS SLIGB!LT OJTER!:I) SPOT FORWARD J.I'!WroS 

SLIGHTLY OFFERED, 

Dl CASTILLAllE REPORTS CON'l'IIOL RECJ:IVID TRIS MORNING 

2 lllLLI O. DOLL.IJIS MODT l!.U'JS !.\SID. CBAMliXIl lW' !lOT 

U-COJVDI BDORI DICSKB!R l}. OLOSI .t.SSOCUD YI!IANCS 

lHNIS!D BOPil'tlL COVIRiiMEII'1' WILL B.t.fJ JU,JORlfT IN C!!.IJCIIEII 

331 

l!T Cl!Uii'liJ!O Pl\OLONG.A!'IOI IWID.\!1 .t.GAINS'I' WI!I CB COVEI!IIICSn' 

MIGIIT BICEITI F11LL POII!RS 0D YUR. CO:.!:.IUIIISTS AJID SOCIALIS'I'S 

CAMP.t.IO!l COHTIBUIJ!O l!U'l' RO INCmlll'fS SO FAR lR IVICTIJO 51'1' 

DOliN STRIJ:ERS, !lOT ULIJVID STRW S WILL .t.SStl(l l!IO PRO-

PORTIONS . 
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R.M.Jr: 

81M.Jra 

·Doug ... us: 

a.u.Jr: 

D: 

a. li .J r: 

!l: 

H.JA.Jr: 

D: 

H.U.Jr: 

D: 

R.!.I.J r : 

D: 

H.M.Jr : 

D: 

Hello . 

November 23, 1938. 
11:14. a.m. 

Does he know that I 1ll see him at 11:30? 

Hello 

Bello - Bill? 

Ah - Mr. Secret.ary. 

Yes. 

392 

Ah - maybe thi s Will be unnecessary - ah - make 
unnecessary 'f1lY coming over at 11:30. I, as is my 
custom 1n these big things - ah - before we actually 
make a p~blic release - always talk with the President 
and advise him ••• • • • 

Yes. 

• ••• as to what is going on so that when it ' s r eally 
bif the first knowledge th at he will have is what 
we re actually doing and what we gave to the newspapers . 

Right. 

So - ah - I had a t alk with him this morning b.r telephone 
just as a routine checkin - just - t elli ng him that we 
were going ahead, why we were going ahead, why it was 
important - the tact that I talked with you and so on. 

Yes. 

And it's - ah -the whole thing i s obviously agreeable 
to him. 

Yes. 

Now he did make thi s suggestion that I thought that 
you ought to know that perhaps Delano - perhaps 
might do something about. Be said this. In connection 
With the publicity on thiS matter it would be desirable 
in his opinion to - ah - ah - indica te in some way or 
other that - ah - the - this was not - this is not an 
attack on the - on the integr ity of the banks and the 
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a. tl .Jr : 

D: 

a .u.J r: 

D: 

a .•\.Jr : 

D: 

H. r.t .Jr: 

D: 

R. !.!.Jr: 

D: 

B.M.Jr : 

D: 

H.u.Jr: 

D: 

393 
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banks underlying t his Transamerica thing are - are 
solvent - that - something along thet line to allay 
the panicky fear on the part of any depositors. 

Yes . 

Well now that was wat the President suggested and 
I - I wanted you to \mow it and it seemed to me 
that if - ah - that one appropriat e way of doing it 
might be - ab - to have the Comptroller of the 
Currency make some statement of that kind. 

llell, Bill, I don•t see how he can. 

Yes. 

Because I - I 11J. talk to him rut as I understand 
it - ah - I mean if he made such a statement about 
the bank it would be contrary to the charges that 
he makes to the management. Now look this is what 
I did and I wondered whether this wouldn ' t cover i t , 
see? 

Yes . 

This afternoon Hanes, acting for me, is going to 
have a meeting with the Comptroller with a repre­
sentative of FDIC, representative of Federal Reserve 
and representative of RFC to lay plans to protect 
the deposit ors in case authing should happen. 

Yes. 
Now that meeting bas been called for this afternoon. 

Yes. 
Now, if it ' s agreeable to you, I will tell Banes 
what the President said. 

That •s - that ' s fine . 

See? 

Yes . 

\ 
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H.H.Jr: 

D: 

H. :.:' .Jr: 

r : 

H. t.I . J r: 

D: 

H.M.J r : 

D: 

H." . Jr : 

D: 

H.w.Jr : 

D: 

H.u .Jr: 

D: 

- 3 -

And then let this group decide and assume the 
responsibility to make dnmn sure that nothing 
happens to the depositors. 

Yes and perhaps it could be worked out by one 
member of t hat group - ah - just says that the 
depositors have nothing to be afrai d of. 

394 

Well I t ll - I'll put that up to them but- coming 
from the President. 

The President indicated tha t it would be desirable 
to indicate in connection with the first publicity 
that - ah - -the depositors shouldn't s tart running 
these banks. 

Well I 111 you - and your publicity will be at three 
on Friday. 

That 's- ab - our publicity will be at three on 
Friday . 

Well I - I'll - I'm going to talk to Johnny about 
this. 

Yes . 

And tell him that when he gets this group together -
because I ' m leaving around noon . 

Yes. 

That he should be thinldng thiS over and that this 
i s the President's suggestion. 

Yes. 

When you talked to the President, did he give you 
the i mpression that he.~ew this was coming? 

H did He said yes - he mentioned talking 
Oh sure. e • and I ~d that all I wanted him to 

with you about it f sthe SEC point or view it was 
know was that it was rom ver strongly we had to go 
a clear duty, that

1
we r~tviewyof the wide ramifications 

ahead and neverthe ess, that I wanted him to 
of the thing 1n various areas, d wb know directly from me that we were going ahea , en 
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H .~ .Jr : 

D: 

H.M.Jr : 

D: 

!l.H.Jr: 

D: 

fi . IA .Jr : 

D: 

H.M.J r: 

D: 

l' : 
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we were going ahead and why we felt we had to 
go ahead . 

Well I appreciate your calling me and I ' ll pass this 
along to Johnny right away. 

Yep. 

lfuat else do you know? 

That ' s all. 

And may I again say that I want to congratulate you 
on (laughs} your - the acti on &nd the courage in 
connection with it. 

\'/ell it's- we appreciate very much •••.•• 

And i f I keep my health (hearty laughter) you ' ll 
find me fighting With you side by side . 

Swell. 

All right . 

Thank you very much. 

Goodbye. 

Goodbye . 

395 

•, 
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GROUP WEETING November 23, 1938. 
12: 00 Noon 

Present : 

H.M. Jr : 

Gas t on: 

H. ld . Jr: 

Gaston: 

H.l4.Jr: 

Oliphant : 

Upham: 

H. tl . J r: 

McReynolds : 

H.M. Jr: 

Gi bbons : 

B.I!.Jr: 

Ur . Oliphant 
Mr . Gaston 
Ur . Haas 
JLr . Hanes 
Mr . Taylor 
ILr . Gibbons 
Ur. Upham 
llr. Duffield 
JLr. White 
llr. Lochhead 
lU'. JlcReynolds 
lolrs. Klotz 
Ur. Foley - br iefly 

(Hands Mr. Gaston a note .) Herbert, Wednesday 
night? 

Yes; right . 

Seven thirty. 

Rodney is out there right now; maybe 

Where i s this thing for me to si gn? 

.. ... 

Ed (Foley) i s going a.r ound to get it initialed . 

I went to Delano and brou&ht back t he init ialed 
carbon and gave it to Ed . 

Yes ; well, don't argue; go get her . 

Mac , any of your old people Monday? 

No . 

Steve, any more people Wonday? 

(Nods "No . ") 
Harry, those maps you gave me went down to the 
President yesterday, so get me another series, 
w1.ll you, by l(onday. 

' 
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l'nute: 

H. ll . Jr: 

Klotz: 

Oliphant: 

H.A.Jr : 

Oliphant: 

H . :~ . Jr : 

Klotz : 

Lochhead: 

H.U. Jr: 

Lochhead: 

H.!J. Jr: 

391 
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All right; and there is a memo I ' ll leave with 
Mrs . Klotz for you to check with me. 

You' d better get it awfully early; the pouch 
is closing; it' s closed . 

Going, going, gone . 

When i s the next pouch? 

Monday. 

I au1 going to send something tonight. 

Well , he don 1 t get-- that's all right, he'll get 
it Friday morning. 

\':e ' 11 tell you when. 

1~ . Chen was just in; be said he had a verv 
satisfactory visit with Secretary Hull last night; 
said he 'd been asked to go over and see him, and 
his Secret ary said, 11\'/ell, don ' t spend more than 
ten minutes with Mr . Hull , because he i s very 
tired t hese days," and l4r . Chen said, on the 
contrary, be had hal f an hour with him; he tried 
to break on t hat time but l.lr . Hull kept him. He 
was very interested. Mr. Chen confined his ta~ 
to t he fact be Ylas over here on business and v.as 
interested 1n keepine trade relations between 
the countries, and keep an open door to China, and 
he said Mr . Bull seemed to be very responsive, 
and spoke in general terms; he asked him a couple 
speciflc questions; he said, "Are you going to 
continue to fight? Can Japan make another India 
out of China?" And he asked several questions 
like that. And he said he was very inter ested; 
he wanted to get tt~t first hand, because be had 
gotten various conflicting advi ces . 

Did Chen get any money? 

No . He was not trying to be specific, but he 
did find Lll' · Hull expressed sympat hy dth China 
and asked certain specific questions . 

But he go~ no money? 
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Lochhead : 

U.M . .Tr : 

Lochhead : 

H. ·.t . Jr: 

Taylor: 

H. I.! . Jr : 

V:hite : 

n.r.t .. rr : 

White: 

H • .« . Jr : 

Duffield : 

Hanes : 

Gaston: 

Gaston: 

H. li. Jr: 

- 3 -

No. He didn•t ask for it . 
all he can ask, for a while ; 
State Department to express 
get that taken care of. 

(Low to Mrs . Klotz. ) 

398 

or course, that is 
if he can get the 
sympatey, he can 

Incidentally, Mr . HUll aslted him to come back if 
he was still here; he want ed to see him again 
when he came back . 

Now, Archie, an awful lot 1 s happening around this 
town, and if sterli ng should get sicker, why, 
it is you , Taylor, and Rarry, to get together and 
simultaneously get me on the phone - if she •s 
really sick, see, Wayne? 

(Nods nyes . n) 

I didn't hear - I gather the patient i s about ns 
is , but if she gets sicker, the three of you Get 
together and talk about it , and give me a ring . 

I t hink she will keep for a while. 
what 

All right for you to be encouraging on/ silver is 
doing . 

Apply the proper doseage nnd I think you•ll get 
r esults . 

Gene? 

No . 

Nothing but that meetillb at four thirty; I want 
everybody to understand who is going to be t here . 
I think Herbert Gaston i s the only one not not ified; 
will you be there? 

I am not i ncluded , I think, John. 

I asked, definitely, that you be included. 

I misunderstood; we have a letter from the 
President on it. 

Very definite. 
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Gaston: 

H.U.Jr: 

Hanes : 

H. li . Jr: 

Foley: 

H. ll .Jr : 

Foley: 

H.:l. J r: 

Foley: 

Oliphant: 

Foley: 

H.M.Jr: 

Foley: 

Upham: 

Foley: 

H.M.Jr: 

399 
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Four thirty - right. 

J ust wait a minut e . No, very defini te. And I 
want everybody to be around t o hel p Rane~i! 
necessary, on Friday, too. 

(Ur . Foley comes in. ) 

You want me to say, let that thing go - you and 
I were talking about - that method of having that -
I thiDk we •ll let it go until t his afternoon. 

I think we can handle it all r ight. 

Viell, you ""ill have three ex-newspaper men t here 
with you - Gaston and Upham and Duff ield. 

(Reads a l etter - to himself - that 
Ur . Foley handed to him. ) 

All present? 

I t hink everybody that was here t his morning has 
initialed i t. 

Vlhere' s yours? 

There. 

She blows, huh? 

She blows. 

Rodney still waiting? 

No, he 's coming back at a quarter of one . 

Who? 

Rodney. 
Is Duffield on there - Gene? He was here. 

Yeah. 
reason for putting a time on there -

;~::rg~~n: that before, but I've got a reason. 
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Fol ey: 

H.!J. J r: 

Hanes : 

Up han: 
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Hanes : 

R. l.! • • Jr : 

Lochhead : 

H. i . Jr : 

Taylor: 

H. l.! •• Tr: 

Taylor : 
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!~~tw~~iliRtodto go right over, or you want me to 
ney comes back to pick it up? 

When will he be back? 

Quarter of one. 

That ' s all right . 

John, everybody knows who is on tap now? 

Foley, I t hink, stands as representing him and 
Oliphant; Gaston, Taylor, Duffield, UphaD, Delano -
Ur . Dela no won't be her e; I understand be is s ick. 

He may be down this afternoon. 

I thin_~ he ought to be unless he ' s got a trained 
nurse or something that is longer than his mouth. 
I t hinlt be ought to be here . 

I believe that is all . 

All right . 

Vlayne, did that thing 11et t o you; did you fellows 
take care of that thing about Brazilian financial 
policy? 

I have it; that i s one I hAve been waiting for. 

Anytlling between now and llonday, Wayne? 

Among other things, yes t erday I had luncheon with 
Feis, and described - gave him that memorandum 
which you aslted me to give to him - described in 
great detail what had happened at conversations . 
He aslted that we give him n copy of the message 
which we had received from the Treasury. I 
hlldn • t been able to clenr t lla t, and I said - but 
I said, we would . 

Sure. 
The other thing, late yesterday evening Livesay 
sent over a copy of thiS German note, suggested 
reply, which reallY isn't our business . I made 
it clear to him that I was - if he wanted me to 
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Taylor : 

H.'J.Jr: 

Tnylor: 

H. I,I .Jr: 

Hao.s : 

H. '4. Jr: 

Gas t on: 

1!. /J . Jr: 

Gibbons: 

Oliphant: 

H. IJ.Jr: 

Oliphant: 
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comment on it as an individ 1 I 
to, but as far as the ua , would be glad 
was their business . Treasury went , why, that 

Tba t is fine. 

4 nd I made a couple of s ti and so on. ugges ons - wording, 

~d a long talk with Secretary Wallace yesterday 
a ternoon, and they are proceeding in a way that 
I think Will make it clear to - I hope will make 
it clear to everybody what the program is and 
what t he alternatives are . 

Yeah. 0 . K. Well , al1)'1;hing else? 

(Nods •No. • ) 

(Lort , to L!rs . Klotz . ) 

George? 

I have nothing t h."l t won' t hold . 

(Nods to L!r . Gaston.) 

' 

Had a letter from Al Cohen t~s morning, and be 
':anted you to know that Sheridan Downey bas declared 
bimseli in on the political patronage in California 
and has recommended to the President t hat Pearson 
Hall be a ppointed District Judge . He t!lought you 
might be helpful in the situation. But I aa 
Just passing on the word. 

No . I mean, I am not interested in California 
politics any more . I am •• ••• 

You want to read westbrook Pegler on Hollywood 
this morning - Los Angelos - i t' s the best thing 
that's happened out there. 

That stuff won't be ready to take with you; can 
I send it u p tonight? 

Please . 

I want to send it, so you will have it. I llligbt 

send it to l.lrS . ltlotz. 
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Just send it to Fishkill , New York. 

She 111 wri te it out . 
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If I may be a little sent imental for a moment, I 
want to . say, the last few days I appreciat e 
particularly the t eam work in the Treasury. I 
think that we - without going into too great an 
explanation, I think Vte did something on this 
relief business 1 and I 1tnor1 I am very happy about 
i t . I just ":ant to thank everybody for that help, 
and I r ealize, as Johnny Hanes says, the President 
has been up against a hell of a problem, but I 
want to let each and.evcry one of you know bow 
much I appreciate the help you have given me, not 
only the last couple days but through a number 
of these very difficult things . 

And I am really p'rov1d of my group, and I Ylant to 
wish you all a day of peace and rest tomorr ow. 

Thank you. 

I promise not to call anybody tomorrow. 
I don't know whether you get the hint or not. 
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lfo-raalier a:s, l.Q38. 
12:30 p.a. 

RllJr : Hello. 
Art. bur 

Sultberger:Hello. 

I!IIJr: 

S: 

I!IIJr: 

S: 

RllJr: 

S: 

FWJr : 

S: 

HllJr: 

S: 

HKJr: 

S: 

Hl&Jr: 

S: 

HllJr: 

s: 

HKJr: 

s: 

Hello, Arthur? 

Hello. 

Henry t alking. 

Hello Henry. 

How are :you? 

I'• well. I'• -recy t1.rad. I '• running awa:y t.hh 
afternoon . I'• going out Weet. 

Oood tor :you. 

Epbia and I are going ott, we 1 n ahipped the oar out to 
Ban Franohoo and then going to aotor down to Phoenix 
and han the kidl Join ue at Phoenix tor the Chrietaae \ 
holi da,ye. 

Ob, are :you going to be gone that long? 

Yea . 

Oh t or hea-ren' • 1ake . 

Ql.lite a Jaunt. But I 1-re gotten awfully tired on thh 
thing and I'• not thinking etraight, eo I'a running 
awa:y . 

Well, it'• nice to talk to :you, and I hope :you're going 
to ha-re a good reet. 

Thank I . I • l l tell :you Henry what I called :you about. 

Pleaee. 

A man nued 11'1ll1aa Speed, who' • been 1n-rolYe4 with tha 
Go-rernaant wae a bank direotor out in the Louie-r1lla 
National Bank who '• an old f riend of oure. 

How do :you epell h11 naaeT 

Speed. 1-P-~z-11 . 

HKJr : Y••· 
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l!),(Jr: 

S: 

HUJr : 

S: 

l!IIJr: 

S: 

Hli.Jr: 

S: 

HUJr: 

S: 

HU.Jr: 

B: 

tGLJr: 

S: 

HliJr: 

W1111aa Speed. 

Yu . 
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He ia a perteotly grand decant human be1ng who 
happened to have been a damned tool and goiten 
involved ae a director ot one ot thoae banke 
that got 1nto dittioulty. 

Yea. 

And he 1 a taken a terribl e licking, a court order I 
believe, the oourt. have t1nall1 ooae through and 
1t ' a a Yery heayY J olto . 

Yea. 

404 

And he called me up t oday, though, and aaid that he • a 
very anxioua now to settle t his up. It's been hanging 
over h1m tor yeare, that he' a gotten a group or people 
who are etill there to aee likewise and he wanted to 
know, 1! I knowing you wouldn't aak you to whom he 
oould come and talk with that end 1n view. 

Well I suppose it would be Preston Delano, the 
Comptroller ot the Curr ency. I - I haven't - I think 
I Yaguely know ot t he oaee . 

Yee. 

It ' a seYeral yeare old I think. 

It is eeveral years old. Yea. Well, he's anxious now 
to get a little happiness 1n llte again, and to meet 
the situation and olean lt up. I know nothing about it 
other than he's a yery white, decent person . 

Well I'm not tamiliar either, but I would aay that 1! 
he'd ' come down bere Uonday, I'll aee that he at leaat 
gete a chance to eee whoever ie the person. 

R1ght . And whe~ ehould be oome on Kondayt 

Well it he'll come to ay ott1oe. 

Coma to your ottioe on Monday . 

Yea, but I _ ten o •olook - but I - tell hia I wouldn't 
raiea hie hopaa, aae7 
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Oh, or oouree not. It'• aerelJ - 1! he'll coae to 
your ott1oe at ten o 'olook on Monda,, he w111 t1nd 
out then to whoa he oan talk and that'• all. 

T~t '• rlght. 

R1ghto. 

Have a good t1ae. 

Thanlte. G1 ve 1Q' love to Ell1e . 

'l'hanlt you. 

R1ght. 

405 
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~u!~:. ~g;~~·re en .., ow people, plue 00..1811oaer 

r ... 
And - Are 10U wher e ;rou oaA t.al.ltt 

Yee, 11.1'. 

Alt right.. Well now, oo-luloner Doll6lae wnt.e 1&8 t.o 

~:_: =~~l!~~e t.oar: =~o -::oi'~ =~ ::~ auuranoe-

'fee. 

And I 'a golllg t.o let. ha t.al.lt t.o ;rou a a lDut.e aA4 eat. lit)' 
hlaeelt, eee? 

All right.. Let. •• e~ t.hle , I'• eorr.r I'• awa;r right. 
now. I had t.o ooae out. here t.o the hoeplt.al tor a llt.t.le 
oheok up aAd I' 11 be baolt t.he P'r1dq at t.er Thanlte&hlJI&. 

Well t.hat.'e all rlght. 

Let. ae t.allt to 8111 DOW , 

Hello, Leo? 

Hello Blll, how are ;rout 

riDe . HeYI 101l • ;rou're llP t.o dat.e OD what. the SEC hll 
deo1ded t.o do on the Trane- AIIer1oe e1t.uat.1ont 

Yee, we'll et.and baolt ot ;rou a hundred per oeat. Blll. 

There 1e no rea eon, lD J'Oilt' a lad, w~ we ehoulda' t 
prooeed torthwlt.h w1t.h a prooeed1D6 to del1et. t.he 
Trane•Aaer 1os eeour1t.1eet 

I don ' t ••• an:r reaeon 1n t.he . world 8111, I thlnk 1f 
~ fellow 18 ao1n& t.o be able t.o d1ot.at.e aAd run t.hl 
poll07 ot t.he oonm.aent., wh1 •e ell better qlllt.. 

'fee. well 1011 relllle ot oouru that. lD the allepu .. 
and t.he ob.I-J'Sel t.hat. we wlll 'be •kiDI 1D our order 
that. wlll be lulled Pr1d~ of thle week, that. there 
wlll be oert.alD taot.1 ollarled t.h&t. wlll ohalliiiP 
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\he flUDelal lll\elrl\J' ot \bat. tlllole 171~. 

I appreolat.e \bat., 8111, I don'\ ~ 1\'11 ~ ~ 
uaU\u.Uoll ~-.:: all. It 1t. 4oea • w•u ..... 
ba* of uq of • 

Wall I Ju\ wa.D\od \o aa1t1 1\&1'1 ~\ t.here -. 
abaolu\el.r fUll aooord all 4owD \he llaa. 

'ftla\ 1 1 rl8ht.. I'a wlt.h 101a 1111, JOil &O np\ .aa-4. 

o. t. 

All np.t. 1111. 

!h&Dkl ftl'7 --. 

lllllo. 

Hopi JOQ ha•e a DlOI fbiAka&l•lDS • 

'fballlt JOU. Al'e JOU. &OlD& \o t.alte a Ut.Ue noa\loal 
Are JOU &OlD& t.o be baolt t.he tll'a\ ot t.he weelt7 

I'll be baolt Kondl7 I:IOI'Iltas. 

01 I'll ale JOU \he tll'at. ot \he week. I'd Ulte \o \alit 
wlt.h , ... 

R1Ur1 G1n • a riDS wlll JOU p1eaae. 

' 
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OU'I'LINE OF PLAN FOR RE"PUOEE PROBLEII 
4J 

. --
Solution or the refUgee problem requires: 

1 . ~diate withdrawal of the refiJ8eee fl'OCD (J(!rmAillj". 

2 . l.!aintenanee and retrai.ning of the refUgees until their 
transfer to pe=anent etetue 1a caaple te, 

), Pel'llll.nent resettlement of the retuaeee along several lines, 

The following plan is designed to acc011pliab all three objectives: 

1 . Rapid withdrgal or ae matt¥ as soo,ooo people can be a c.>ue...,d 
by apporti oning them among tile cooperating countries on tlle basis 
that eacll coun~ry ilmediately receive its fllll quota of imm1grante 
for a given number or years, plus a specified percentage o! 
refugees who will be maintained until permanent arrangements are 
coopleted for their resettlement in other countrle s . The ret\lgeee 
will enter on temporary visitors' visas, and with the unde retend-
1ng that a stated proportion will leave the country within a spe­
cified pe l'iod . 

The United Stat es could t ake care of 1)5,000 refugees on its 
fiTe-year quota, plus another 100,000 to 200,000 on the ~rary 
basis. Great Britain, Holland, France, Scandinevian countries, 
Russia and pe rbaps t he ?ritish Daoin1ons could easily absorb 
&!tOng tllea, on tbe """"' basi,e, another )00,000 to 500, 000, provid­
inl: the necessary f'lmds for their transfer and maintenance can he 

arranged . 

2 . llaintenance o! the refugees 

The ref1J8ees will be maintained in specially prepared cce­
mllnitiee where t hey will be giTen e-.ery opportunity f or self­
maintenance rehabilitation and preparation for their future 
vocation and conditions of life, The cacrmuni ties will be operated 
and adm1nietered by a govenmwnt-eponnored corporation, ll'hich will 
use all existing available equip~ent such as that of abandoned 
c .c.c. and AnJ;y cempe. Food, clothing, shelter , etc. , can be 
obtained at especiall3" lCIW coat by parcb&see !1'011 the ?ederel 
Surplus eomocH.t-7 corporation and through utilising the !ac1llt1eo 

o! other go.-enD811t agencies. 

\ 
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It may pr ove desirable for political and economic reasons 
to seeregate most or the ret\lgeea in the specially prepared 
c01!1111Ull1ties . 'lbey will not be pe.mitted to enter the labor 
market or to indulge in acy transactions wiU.cb are canpatit1ve 
with any part or the national econQU~Y W'ltil they obt.al.n legal 
residence. 

) • Permanent resettlement of the ret\y!oes will be achieved by 
a combination of the 1'oll0l!ing three procedures: 

(a) Gradual absorption of a predetel'lllined DUIIlber of retupes 
by the countries ori.ginal.lJ" rec.ivin& tbeJO in accordance with 
their regular immigration schedules or aoae s:odi!ication 
thereof'. 

(b) Latin Al:leriean COW'Itrios would almost certainly agree 
to absorb immigrants it their absorption were tied up with 
a feaJSible 1nduetrial1zation loan wiU.ch would increase their 
economic independence of certain European countries, and 
which would increase their capacity to provide employment 
for the additional i.mli.grants. A brief summary of a plan 
which would he practicable for Latin Aznerica is appended. 

(c) Settl ement of refu8eee in areas throughout the world r&­

garded as sui table for colonization. Various spots 1n the 
world have already been suggested, such as Coata Rica, 
Britiab Guiana , Tllll8an,yika, Kenya, Northern Rhodesia, J.:exico 
and parts Of Russia in Asia. JCai1Y 1 if not IIOOSt, or these 
areas IIJJq prove unsuitable but it ia ea.,_d that no coloni­
zation progr= will be started W'ltU ·a thorough investigation 
of the potent1alltiea of these areas bas been made. Once 
sui.table areas bave been tound , volunteers from a;:ong the 
ir.l!:d.grants will settle there to prepare tor ruture more ex­
tensive and intensive ee t tlement. There will be a subsequent 
now or imOigrants from the e..,ps in the countries originally 
receiving them to these areas in accordance w1 th their ab­
corptivs capacities. It i s not likely tbat a large portion 
of the l.Jmli&rants could be absorbed by coloniZation of pre­
viously undeveloped areae . 

4 . Administration 

Congress will establish a goveMXMnt-sponsored corporation 
or corporations wiuch will bavs tull responsibility tor the ex­
ecution of the plan. Tbe corporation will, or eouree , cooperate 
with end accept the volW>tary assistance ot private organizations 

and 1ndi vidualS • 
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5. nn.ancing o! Plan 

Haw much funds will be needed depends ! 
number o! re"·~ •-•· • o course , on t he 

• ..,.ees ...... en and ths ease wit h which the " ·-
could be settled in other areas . It is not unl1k 1 ~..,.vee 
sum necessary to accomplish all these -·p e Y t t the 
hal! bUll d 11ar ~-pose a may exceed one-

on o s . Clearly the limiting factor on ths DUI!Iber 

:UO 

-

of reL'ugees ths t can be taken care ot will be tba 
that can be made availablA!I !or the purpose , amount ot money 

There are various f eaaible uternatiTu tor raising the funds 
neee~sary • It will doubtlau be found necessary to resort to Ul 
of t nem to obtain the large ~~~~r.~s needed to carry out tba _, ·-
a broad scue • ,.._. "" 

(a) An out.r i.ght appropriation by tba United States Government 
of $X_ amount as i t s contribution t """rds t he ..aintenance ot 
rei'ugees . 

(b) Contributions by privata individuals and organizations 
toward this fund . · \ 

(c) '!he notation or a long-tenn loan bearing l ow interest 
rates for sale to the general puhlic. 

A combination of the above three ma.y yield eeveral hundred 
million dollars . The final decision u to .mat ea:bination shall 
be u.sed mould be taken only attar consultation with experts in 
the financial problems invobocl. 

It is our opinion tbst the flotation of the loan will ••t 
with oonsiderable success . The riok ale.,.nt will bs reduced by 
the !'act that inasmuch as all of the contributions are to be 
centered in one f'und, to bs managed by the "Ovenment-sponsorcd 
corporation, the bor rowing of money direct from tbe public by 
t his corporation would have equity behind it equal to the con­
tributions made by the government and privn.te individuals . ~<ore­
over, a large pr oportion o! the loans would be repaid by tba 
ro!ugees or by the ente rpri ses which will be as tablished f r""' 
the proceeds of t his fund , 

SCIOI8 imfilrtant factors that have to be borne in mind in a ttempting to 

solve £ a problem: 

1 . The age coaspoaition of the re1'Ugeaa 1a likely to be such as 
to ll!&l<e r eb&bilitati<m difficult. stud.ies ot the refugee popu.­
lation in oe~ indiuted that as aucb as 50 percent will be 

cmtr 45 :yare of age . 
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2, The present occupational dietribu 
also likely to make rehabilitation d~~r' ~~ the refugees i s 
of those who will seel< worl< will h hac t , About 60 percent 
and merchandise trade • Onl,y abo :v~ d experience in come rca 
in indus try and crafts and 4 u 5 percent will be trained 

, percent will ba physicians. 

On the otber hand, many or the refugee 
preparing themselves for r esettlement and ~ve already been 
hsb111 tetion has already ba process of re­
readjustr.lent will not ba as~' ": t.l-at the time r equired tor 
llor should it be overlooked ths, -~-yit wrou1thd otherwise have been. 
an ext , - ·-· o e ref11;;9es lllitbt ba 
ti """"'...- valuable asse t to t.Mir countries of f inal destina 

on, as a result both of their background and or thei i al-
aptitudee. r spec 

3 . There is the d&ll8er that the absorptive capacities of the 
relatively undeveloped countries may be quite mall and that 
therefore the coiD'ltries originally receirlng the J.m-ligrants may 
~;: to permanently absorb ~r.ore ref'\lgees than ori<;inally planned 

4 , It t he present wave of !IY!IIpathy for tho persecuted oinorities 
of central Europe continues , tho political problems involved in 
apportioning refugees amona the countries originally to receive 
them and among the countr ies finall;{ to receive them may not bs 
difficult. P..,-,.ever, it should ba noted that already France is 
tiehtenine up its alien and iJm:lieration laws; South Africa has 
indicated that U will recei'l'e no more ~ants; l!exico has 
recently passed a decree law which Ulpooes alzr.ost insuperable 
ba.rriera to iJDieration. 

I t is imperative to basr in mind that any solution of the refugee 
problom which does not in some way adversely affect or penalize the 
governments of the countr ies may serve only to crea te greater refugee 
problel'ls. Unless the countr ies creating the re.futlee problem sutter 
economicallY or politically as a direct consequence of their ac tion 
then othor countries may be encouraged to solve their internal dif­
ficulties 1n the same way by creattna refusoe problems. Ther e are 
at leest several m.Ulion potential re.t'u4:ees in areas contigUous to 
Oemacy and 1n countries who need but little encourag8lllent to follow 

Germany' s tootetepe. 
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'llle e~ht at Qeno&ey losing ite lrlnoritiee at no econocic cost and 
eone ecoucaio gain to itself might onl.1 serve pour encoura!!!r los eutru, 
unless the clear~ expressed disapprobation o! the dOJ:Ocratic peoples 
is articulated in specific actions by their govemMnte . 
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Plan t or prc!!!Ot.inl! the 1nduatri aH &at ion ot Latin JJII8ric& 

A separate gove..-nt-llpODeored corporation, or a branch or t l» 
goverment-eponeored corporation which will handle the whole i=nigra.­
~ion problem, will. be eat up wi th the apeoifio purpose of promoting 
t he 1nduetrieUzat.ion of Latin America . 

It will make loans to qualified per eons or groupe to develop 
special industries in the Latin American countries. These 1nduetr1ee 
will be eo eelected as to include th a production ot goode naw illport.ed 
from Oal'IIWl.Y and of strategic raw materials whi ch the United States 
now has to import from e lsewhere. It aq be polltic~ and t inanei.al]¥ 
possible to raise funds especi~ tor t his purpose. 

Three cooditioos sbould be attached to the loans: 

1. The borrower s should pay very law rates ot interest (probabl;r 
2! percent), 

2 . The Latin .American c ount r i ee will agree to receive appro­
priate quotas ot refugees, 

J, All camtoditiea and services imported t or t.bese enterprises 
will be purchased in the United Statos, 

Advantages of the plan 

1. It will cootrirute to the pemanent and utis "actory absorption 
ot ratugees. 

2. It will prClCOte the industrialization ot the Latin .\marican 
countries and hasten the process ot rendering th.,. e cona:dcall¥ 
end pollticall¥ independent ot Europe . 

J , It will. decrease t he depeodence ot the United States on 
dietant I!OUl'cell of suppl,y lor strategic aateriels. 

4 It will. increaae business activit y in the United Sta'es and 
will prottote trade between the U•ited States and Latin Jcer i can 
coun tri ee. 

412 
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T'reaeury Depart.roent 
Division ot Monetary Research 

Da u .. - ... ~?.':'.: ... ~-.......... 1938 

To: Secretary Uorgenthau 

Appe,nded is proposal pr epared 

by Ezekiel >~hich he tholll!ht would be 

of interest to you thoueh only in a 

sl'.ctcr.y and preliminary for m. 

WR. 'fil!ITB 
Branch 2058 - Room 200 

\ 
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MellO ru4ua on the R8fllgee Pr '"l Ov • • :;; 

I 

'l'hie ie •rel,. en atteapt to eet do-•¥ 111 outliDe fora certa111 

poseible e leaenta of an action propooaJ. f • el or ue 1ng wHb the problea. 

n 1a stated 111 backward ror~~ rroa U.e balic tund•...,tals to the .ore 

iD>Odiate aotion to ba te.latn. 

I. Creation UDder BOD f r ora o federal aponsorabip or an 

1114uatr1e.l deTelopunt corporation with a total capital s t ock or GOO 

JOUl ion dollars or le.rpr, the funds for the corpora tion to ba ueod 

in establiahiq 111duatriea eitber in the Uni,ted States or 111 otber 

North or South American countries •-..... one or 1110re ot the foll""ing .. ,.., 

A. Where the I..Ddustriea will produce products which 

pr..,ioual:r haTe been l.J!ported b7 the oountr,. tro• 

J:urope . 

B. Where the i ndustries will produce products or ex­

tract a1nerala dlich preYioual7 ban been purohe.eed 

b7 &ll7 otbe r Pan-Aioerican countrt rroa 807 non-AMricllll 

portion ot the '11Drl4. 

In eTer7 cue where the country where t he 1n4ustry i s to be 

estnbliahed agrees to accept a nuaber ot retugee 1an1grants 111 addition 

t o the nWIIber tdUch it 1a alread7 reoe11'1ng under u1st1ng l_eg1slat 1on 

and/or adll1niet rat1Ye rulings, equal. to the nwaber of bread-w111nera w1 tb 

t heir familiel \io11lcb Will be eaployecl b7 t he DIIW I..Ddustr,., t hUS lal• 

grants to be adllltted ae rap1cll7 as new 1Ddustr1u added to eJOplo,.,.nt . 

\!bile technicians end art181111& eapec1a•l7 suited t o the indua­

tr,. ahould be ginn pri orHT 111 aelect11l8 these lalgrento, there would 

be no 111tenUon to ataff t he new 1Dduatr1U ent1rol7 with lalgranta, but 

on the oontre.r,., the7 would be ataffed partl7 wUh aatins <I the oouatr,. 
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concerned, while 1ma1grante .uoh •• proreaeional people, lawyere , .. r . 

ohanta , etc, woul.d be adll.itted •• part or the iludgrants but Wider tl» 

nuaber reetr1ot1on aet ~orth &bOTe , 

In cou.ntriee where eocielistio dnelon-nt ~ 1a being etre .. ed , 

ae in Mexico, the new iDdWJtriea llight be eet up on a cooperat1Ye beeie 

with the capital etock owned by the workere or the concern, ond with the 

bonds, in return tor the inYestment i th n a industry, gradually paid ott 

by the workera. 

1D each oaae u.nder t his propoaal, tl» tllllda should be loaned 

at a IIOderete rau ot interest 110 "" to Mice n possible tor the indue­

tries to pay ott tl»ir i ndebtedness within a reasonable period ot tU. 

it they become tinancially successtul., 

Some provision ll18ht be added that a (!1nn proportion, ae,y 

50 per cent or the 1111teriel and equip .. nt required in the conatruoUCII 

ot the iDdustrhe, be bou8)lt in tho United Statee it tho tnnds are reiM4 

here , 

In tile 11nUe4 States about ~,000 1e innatsd in industrial 

or mercantile equipment tor each person occupied, Onder conditione or 

Latin a.Dd South American countries probably industries could be set up 

"it h an anrage innstment or $4,000, in Yiew or lower laoor and eo• 

•terial coats, At $4 ,000 per person emplo,.d, tho ~00 a1111on dollar• 

wou.ld proTide e~~plo:r-nt tor 125,000 persona. 'l'hh .,uld represent 

approxilrately tho brea4-winners troll halt a a1ll1on 1D41rtdual8. 

n . !'1 th tile becldog or this tinancing corporation to proTide 

nantual 1nduetr1al exPaneion and absorption in industry or tba retugMt, 

\ 

it 1t propoaed tllat ltttediate steps be tektll to aOYe halt a a1ll1on retuge81-
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llistlt be undertaken b)' asreelllellt ._,n the uoUer OOUDt.rlu ot Jluope 

tb.U art alrNd)' &Cti ... 1n th1a t1el d, ZII310Dd, J'r~e, !llld the llDited 

Stetee. It 1&14!bt iD'Ool ... poea1bl)' 2tl0,000 IMI1ag brolll!ht to t be llllited 

States at 01101, 

Thea• retug .. a would be bro\ll!ht to the llnHed stat .. under a 

temporar)' 'OieUor•a Y1aa aDd be houao4 in retuee- oupa. All eziet~ 

idle equ1pa~nt , auch u the t ot abru14Dne4 COO oampa ooul.d be uao4, ODd 

in ..Sd1t1on tent retugoe oupa oould be eatabUohad with a tonal ot 

tbe ai'IQ)' 1.n llild oU..tea a~ch aa aloag the OUlt Ooeat. 

'nla teo41J18 of the retugoea could be cored for in part throush 

surplus tooele, 1D pan t bro\ll!h special tunda to bo raised tbroup the Red 

Cr oss, and 1D part troe tunds ot t be corporation outliaed aboYe. 

'lihUe 1D C8liiP a.rransamenta 1110uld 1M! wsde to aid the retugeea 

1n retra1nl.ng themsel ... a, both 1D reapect to laDgu:see (EII611oh, Spallish, 

a11d Portugeae) heD41craft aldlla, and other rehebiUtation training t o 

a id tbem to tit t b811l8elY8a tor the new ocoupatiou to ba . 

'rhoee retugeeo who ha ... alreo4)' IHlen aoa1 good numl>ero tor •laao 

ln Oex-11)' but who because ot the lloito of the q111 ta heYe oot recaiYed 

them, would 1M! held 1D theM campo wHh tho other retugeeo untU t heir 

Yiaaa beo.,. 
1
,..uahle . 'fhon they beoue anUoble they would be permitted 

to lena the cups ae quota lDd.granta . All other retuseea would be 1*.4 

1D the eaiiiJ)a or restric ted areas l.ulld1atel)' ourrou<lll1nS t hem UIIUl their 

t 
-

0 
a reault ot tho operations ot the n...,oiag 

1Ja18rat1on w a arranged cr ~ 

corporation •nt1oned abo•• · 
•b -~·-• c·-• llight be located adjacent to 

h ... 088 .... --~ .. - -

cotton aUla or otbar 111duatrial ra oourcoa, or cloth1as ractor1oo a18ht 

be aatabl iolhll<l -' the caJG)o and certain aoleoto4 raruee-• be gi•• u 
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opportunity to worlc in tbese llills or taotorlee 
pe,H at the tt.e both to 

pro'Ylde oloth1J11! tor theuel ... a llDd otber i.'etugeu t.Dd to learn alcllla 

wb1 oh could be ueed later 1n utablillhlns new 1Dduatr1es in Latin Aller loa 

or other "-rioan oOUI1tri... 'ftle work in euoh 1Dduetr1el plt.Dte ahould 

be tied in w1 t h tbe training ill the alc1Ua eetab.l ilbed in tbol o~.~q~a (with 

retugee inetruotora) to f aci litate the Tooatlonal training and rehab111ta­

t1on ot t he retugaae. 

CollliD8nta. The proposal outlined abon wcW.d help eti.-.J.l.ata 

e new Pan-American t rade Which would replace tbe tr18JII!ular PaD-AIIerloan­

!u.ropaan trade which hee pl'eT i oo.tsly existed. h would telld t o build up 

in Latin Ameriot.D c ou.ntriee tbe production ot products Which prnioualy 

t hey haTe illported ! rom Europe aDd would proTide a new basis tor tbe eo 

oOUI1tries to 1Jipor t dlraotl:r trom the UD1ted States aDd otbsr Amortoan 

OOUI1triee the t1D1ahed products llbiob prnioual:r they haft 1llported from 

Europa. The:r would t hus be e.bla to bu:r trOD ua the raw atar18le whic h 

prertoual:r w he.n a.xported to !u.rope in return t or raw atariala we 

buy trom thea. .U tbe - t11118 this would eti.-.J.l.a1e the dualo-t alii 

expansion in South America ot TerioUI m1Dersl products Ot strategic 

ilD,portanca wllioh prartousl:r we be.., aported trom other p<rta ot t he >orld, 

llDd would 1DoreaM tho ealt-euftioiano:r of the Amer icas as a whole in con­

treat with Europe, .Uia, or Africa. 7or t he M rueou the aotioDS pro­

poaed abo,.. would be •err .. oh to the national i ntereet or tbe Un1 ted 

Stat .. ae wll ae ot a gred lwallUe.riu Tal .. in •et1118 tbe retuaM 

probleL 

At the same Umt it would de.,netrate that tho le.aoraoill 

au take poaU1Te ud 4ireot action to Ileal wUh a e1tuat1oD wi\h wh1oh 

~ .... -uld help greatly to re .. tablish tbe preotl&a ot 
tbe:r are oonoera-, .... -

the ~craoiea u oppoeecl to -tborU.e.rian 41otatorllh1pa. 

\ 
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SPAGEIT 

WASHIJI<n'OII D C 

Fer 11olaohon tr• f • V • SOoJI& 

QUOR llltozat 1oa leabd out re'*'tq t ree au1:laor1tatho Jap poUUeal 80..
,_

1 

ill41oato Jap poliO)" tCIIIU'de Chi"" lmdorsoboc ,.,. orieatatica S!'OP ucan croup 

adTooatoe ot c1Aa1""1:101l b)- a1:agoa tawru.,; oaopr.,.b e aDd Wlldoormed'"C wit& 

Ponu p&J'1:1oularl7 Britain are ot oouree d1aorod1teo but eque.li:t d1sored1ted 

a re ox1:raia1:e taTort.g ooapla1:o a111taey oo~~qu.ot. Pall llaDkow aDd Caatoa 

oolltrary t o all tbeir hope• hao 1a no wioe tera1D&t od ware ID acldltlon ueder 

JINent o1r-.~•• 110 oooperatiCil oo11ld be ooollJ'od traa ChiDeae el-nto 

u IUIT Chiaeeo jo1J11Dc pvppete at 01100 l oa .. allthorl q w1 th hi e own people . 

Jew poli07 hu u •-d a1a :re41l0tiOD ChiD& proent poeltloa ot eubeor'f1o1107 

ot CaoohoeloTU:ia t-..4e GO~ but allowillg Chin .. • 1D oec11plod terrlt oJ'T 

a..- real moaaure ot allt~ aDd nolwo u lte oatobword eelt .. t enai.JatlOD 

ot Aa1at1o peopl.. . fhh l1beralla1.J1C poliO)" llhiob """ bao aclbero- ot 

IODQ1e and Itacati i s 4••1~4 rooonollo ShiDeoo t o Japaa. It 1e reallaod at 

proeut 110 lmdoutandi.JIC ooulcl be roaobod with lational (lo'Je.--..t but t iM 

i t h hoped would bri.ng th• aroWido lquall 7 tiM ... t be all- t or oxtreooe 

a1litar 1a1:e 1a Japaa ilo "be roooao1locl to ...... poU.07 otboorwiM ropetiti• ot 

hbJ'UarT &tth 1ao1clollt h teared. ftoerotoro Japaa will not .-b uq ooriaaa 

a1l1t&J'T ott orta to tab wutorn ChiD& but prooood .-.ol1d&te ita a111t&J'T 

nooouoo &Dd adopt aore elll>tl • _,.. ria onr Chi .... _.,,. b7 o-.polp 

eoU.4&J'iq ot .Aa1atio raooe aDd uatac..Ua toward& lvope ae4 -rloa. file 

-•O&J'T oollor&J'7 t o poU.O)" 1e that 1Dtluonoo and trade of weetorn D&tiou 

ehould be r1gW7 u ol1ole4 tr• Chiaao It 70U ... tit ploaH pu• abOft 

• 
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.JAPANESE EMI!IASSY 

WASHINGTON 

November 23, 1938 , 

The Honorable Henry Korgenthau, 1r, , 
Secretary or the Treasury, 
Department or the Treasury, 
Washington , D,C, 

Dear Mr. Secretary: 

I wi.llh to in rorm you that 

• 

Kr, Sho~i Arakawa , Japeneae Financial 
Commissioner at London, Paris and Washing­
ton, D,C,, ha~ arrived in the United States 
rrom London to atay about one month, He 
will be in \Vashington ror three days rrom 
November 29 to December 1 and would like to 
have the pleasure or an interview with you. 

I shall be muoh obliged ir rou 
will be kind enough to let me know whether 
tbia 1a agreeable to you and , tr so, what 
date would be convenient ror you to aee 
hilll , 

~ ( 
v 

• 

1\20 

.>f' 
/-

./ • \ 

I v 
i 

, ,\., )I 
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The qonorable Henry ~orgenthPu , Jr. , 

Secretary or the Treasury , 

De~artmert or the Tre~aury, 

Washington, D.C. 
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TREAS URY DEPARTMENT 

INTER OFFICE COMMUNICATION 

TO Saoretary Mors81ltbau 

YAON Bal'IIAil Oliphant 
For your intoraatioQ 

DATa 

422 

NOV t 3 1931 

lOll w1lJ. recall. the difficulties we b&d iQ COMection with the 
purebaae ot autoaoblle tires throut:h the Procur•mt Division 1D the 
11\maer and Mrl.J' tall. of 19.37, reaultiDc tr .. the practice 011 the part 
ot the tire UDutacturere ot bidd.lnc idmtiG&ll.J' 1D raapcmae to Pre>­
eur•ent Divieion 1Dv1tationa loold.ng tow.rd. eot~petitin bida on tire 
requ.ir•enta tor tb;e GOTermaent. 

The caae ua raterred to the Attorney G81laral. tor such action aa 
he a!ibt d ... proper under the anti-trust laws and, the second aet ot 
bide b&YiDs bean rejected, a contract tor tires was negotiated eith 
Seara-Roebl.lclc and Cot~pany at a allhat.Mtial. aavins. A later pu.blie 
invitation prod1.1ced non- identical bids troa the bidders whose price a 
had been Wlii'ora before, end contracts ware awarded at still lower pricoa. 

J.a a result of our referrtns the cue to the Attorney GeQeral. for 
attiOiltion that office decided not only t.'lat the identical. bide in q1.1eatioQ 
were pria& facie collusive, but also that a civil action under the Sberaan 
Act wculd lie qai.Dat the participants for treble the d&llllies that could 
be proYen to ban been sustaiDed by the Goveruent ae a result of the 
colluai'fe asr••ent interred rr .. the tact of the ideQtical. bids. 

I u 1D receipt of a letter ~rot~ Aeaietut Attorney General Arnold I 
&dviains •• that a co.plaint baa be., dram for such a civil action, •• 
baa a public atat.ent relatin t bareto, to bt ias1.1ed aianltueoualy eith 
the fU.ine: of the coaplai.Dt. A copy of the cot~plaint and of the atet&­
sent acco.panied Arnold's letter. 

General.l.J' it aq be said that due&•• eill be cln.ed trot~ tittean 
tire oo• p&Di•• 1D the Yount of approxh&toly $1 ,000,000, this &IIOWit 
bains three U.ea the actual. dua&• claillad to have bean auateaed by 
the Go'fal'DII81lt at~ a result of the colluaion. Tho meaaure of diUII&iO 1o 
the ditrarence between the prices bid end the prices at which tho goods 
could ban been purchased b&d the colluai.,. acr••ent not existed. 
Obviouaq, par811Ui'f8 proof 011 thb point i1 !lot raadllT adduced, but the 

Daparwent of l uatico foal& that it ia pro:,~ ~-~-::.ryb:':!t!~bed. 
a1.1pport 1D the <loeided caae11 and that nbl .._ 
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TUABIJIIT .DEPAIITiaDrr 
Ottiee ot the Secretary 
Secret Service DiYlelon 

'l'or Mr.. notz 

J'raar Chlet WUeon 

Tente.Un plana oc tho President 
Call t~ hie lee.yhg lre.:Ql Sprinp C111 
the nlsbt ot December • · He expects 
to ~ Moll4e.,y, Deo-.r 5 1n Col\lllbie., 
South Ce.rol1ne., Se.ntord, Chapple Hill, 
and Dllrb.e.m, North Ce.rol1ne.. It 1e 0011-
t-.plated that he will lean llu.rbeiD an 
the nisbt ot Decllllber 5 and Ule.t he Will 
e.rrlye Wuhlllcton 8:30 A.JI., December 6. 

We will lntcma :rou ot ~ change 1n the 1 t1nere.ry. 

,. 
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U:r dear ll.r . llor;::enthau: 

180 BaOA..DWA Y 
....,..'YOR& 

~Tovember 23, 1938. 

As far as I CM ca..lte out froo re~rta r·ece1 ved 

r roa Prof . C't"UU:berlain t:.nd ::lee Ra:ovc~, who were in Wa.thln ... ton 

rl th l!r. Warren oi the Vise. Dc-.artccnt, e.nd "ith l!r. Hotall~~i: e.nd 

!!r. Sh.aue;hncsay, our cission w&n entlroly nuccess~ul ~~d there 

Ia on aenure.nee of some 500 children bein~ pornit t.a to cone in 

over a per iod of time. This is n mont oatiafactorf result, and 

lar eoly due, i f I em not much mioteken , to your initiati ve , end , 

of eouroo, I em cost gr at efUl for it . 

You syoke to me on the ~hone yeaterda,.v about onother 

matter. I have follO'Ifed 1 t up and I undorote.nd that since t!utt 

ti,.e Charlee Lieb::an has either t ried to have,or he cUd have 11 

con•eraatl on with you. 

non. Henry llorgenthau, Jr., 
Socr•t ory of ~reeour;, 
Wnehin;::ton , D.C. 

Ito at 

424 
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tb~ JOQ f or .,.r le"­
of WOYea11u' 1184 -4 for \ he OOVf 
or \be -a ... r a-pldoal -.nn. • 

t ~ fw 1'4 \o naA1n1 
\h.ia w1 tb ln\el' .. \ wbile I • oa rq 
Fara Uda •• 1t1 rf .ad. apprecla\o 
JOill' arf1nl U \o ... 

Slncorely JUUI'•• 

425 

\ 
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Dear Dr. ar.ma 

!bMlk 70U for 'lfiiU 1.-.. 
of .,..,_ laid m4 for ~M OOfl'l 
ot tbe tiQeepoaDbioal s.n ... " 

1 1Mk fQII'WUil w l'MdiDc 
tb.le wUb 1nterea~ whlle I • oa rq 
Fua this wutc r • 8Dd appreolat. 
your awf'nc 1t to ••· 

Si.Dcerely 7Q1UU, 

426 

• 
' 
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THE vOH N S HOPKI NS U N IVERSITY 

BALTI M O RE , MARY LAND 

November 22, 1938 

Dear llr. Jlorgentbau• 

I am aendin& to yoW' house ffr'1 person11l copy of 
the October issue of the "Geographical Review• . The first 
11rticle deals with A.frican f armin& . The pictures and t heir 
captions are the eaaential parts of the paper. FigW'eS 23 and 
24 show farllli.Jlg in Tanganyika . Succeeding pictures show Xanya 
which is worth consideration. 

The governaant of Santo DoiDingo baa expressed a will­
in&ness to take refll(leea, and I have heard that it has accepted 
twelve faailies as an evidence of g ood faith . This is a much 
more practicable region for settlement t han all but a small 
part of British Guiana Ysurveys would be required . In the sue 
i ssue of the 11Geograpllical Review" is an article by Van Royen 
on Santo Domingo, and you can get a pretty good notion of the 
region by glanc ing through the a rticle . 

427 

Sincerely yours , 

t~·~~ 

~ ~\-.~ ur:\1 v~_:n r 
\""\-~ M~ --r ' I? • '-7· 

:.-c "-"' ~ cr )-A- ~ }--u-J­
tto \ {1_\1 -e,.). o-T ~ t~ 
a-:\:-~ > ' o I '--t_ <:e l """"\ ' 

The Honorable Henry llorgentbau, Jr. 
Secretary of the Treeaury 
2211 JOth street 
Waaningtan , D. c. 'J 

') ( 
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• 
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Proaoecta t or HungArY. 

How does HungAry a tMd ll!t er tho Anochlu88? 

Unwill ingness on Hungary' s part to collaborate i n any 

att e=pt, by Ger many ' s ne i ghbours t o the t aot and Sout h- Eant, 

to cheek furt her encroachment s, eo long no the protection or 

Ctftehoolovakia 1 s present tronti• r s !orms pert of t he progr•~e . 

No Hungarian Government could our vi ve one hour l f it 

neglec t ed an opportuni ty of r ecovering Slovaki a. 

The present r~gime i n Hun~ery ardentlY desir es that the 

country r emain i ndependent , but thiB r~;ime is i n 6·~er or 

beint; under lll1ne6 by !Up;ht Radicals ,..,o """t revolution under 

Go~an ~~asement . 

The eeonoolc dl f!1cultlea facinh Hungary have been 

Grftfttly increased by t~e Anschlule . So~e aucceae 1n deal i ng 

w1th t hem must be won by the presen t r6~1~e 1! 1t la to aurvlve . 

Poaoible means ot helpin~ HungRI'Y t o thla Pnd . 

- - - - -
l . The Anochl uas , coming sooner M6 ln more t horougheol ng 

f orm then h ad been e xpected 
1

g AvP Hun ~rtrY n flrorou.n" ohoek . !.~oat 

Hunp:Ar1MR letn~nt of 1 t wl th dtsmny . But :nor~' lr:~nort.ant thnn 

th~1r feelings about that naat event 1s lte •!feet on Hun~ary • a 
present and future at~ltudc to tn~ c~1ef 1nternnt1onal Qu~ot1ono . 

Tho Aneehl uae has converted R hQne or ao~~ t1~e o~t~lntn& 

r ev1o1on or Mun,esr.: ' s frontier n1th C:o:~c:honlov,...kla 1nto a cotl­

viction th•t Czechoslovakia will ohortly either br eak up or 
b~co~e A vassal stat e dependent ln ~11 eaaant•~l rPs~cta u,on 

Grroen,Y . A brea.ttup or Ct.echoalovl'k l .-. , 1n t . .o: ll \'lb"· "'OUlci :t.eAn 

the 1ncor'Jor at1on 1nto Ger:!lai\Y or tho 1ft nN"L& or t.'1e olO 

Ki ngdom .ot Bohemia whlch or e l nhabl t cd by n Ger~sn-s,e•ilng 
m&.Jorl ty , the return of SlovAk 1a to Hun,.;nry J "ho 'I'IOUlO r;rr nt 

Slovak• autono~y. sn6 t he sur vivnl or a C:eeh cor e of old 

Bohezn1o., "1 th euch deg.ree or nutonomY o.a Gor:nc.nY mlfr·ht cone111 er 

&.Pl'ropr1tlte . The onlY alt ernAtive , 8gttl n ln thl e vlew , woul d 

be a vaaaal status, unOer Ger~~ domi nation, t or the ~hole or 

Ct ol hoslovaki s in i ts pr esent frontiers, giving GermanY, throu~ 
t he t err i t or y o r i t s vpoonl n co~~on rronti~r ~ltb Ro~io . 
Hung~)" baa never been willi ng to coll•bornt e ~i tb Czecboolovak la 

on 807 bae18 i nvolvi nG aban6oa ent or her ol&lllLO for territoriAl 

revl elon. Since the Anechlue s , ahe 1a rtrcer thM ~er 1.n her 

"" t'Uuoal, be ing persuade<\ that any ,. t te:apt t o "'&1 nt&ln 
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C~eehoalov&k1~ as at n~srnt constituted ~ul~ r Psult l n han61nv 

G'"~t~mnY. M -:i that he*'.," ch.n..'?.ces 

oart ot hPr loAt orovlnce~ ~ul~ 

over th~ ~nt1~ at~te to 

recovering & eubat&nt1nl 

v~ntoh ror y,ood ana all . 

out or h~r ~eRl re ( ~nlch 1a 

o r 

t hen 

I t ~uld b~ vntn to ho~e thrt Hunrery, 
r onl ) not to f • ll und•r ~~Pn 

dom1no.t1on, 1>.'01Jl(\ vrork. i n ..... i t h C1echoAl0Vt'lt1l' . 

regtlr(l ouoh n course na 11kAlY to lend 11rflctoPlY to t' e tGoue 

'"hich oh" tt1sh to to Avo i d . 

? . ~~ nrewent Huncarlnn OovP~n~,.nt , nn~ t h 6 e1rc1~s fro~ 

""h l ch 1ts m.--nb~r 8 Ar o& drAm Ar.~ ..... 'l 1Ch .111 t:l'ln')l:' t'ut~rt' Oovor n-

:aento 1\1 lonr; as the prenent tr~>nd tr ~o"'lnt"'l lnfll'c!, t h to ser 

Hunf"~try r e"DI\1n 1n6e~cndent. 

rront1~ra -Pr~ t oo nnrro~ to ~to her any r~ ~l rrccdo~ in hrr 

f:>r_..• :n DOl ley : Bn~ t:AS 0~11('~ t o lot>k !or frt~ nda . It she 

h~d been Able to !\nO su~~ort ln th~ i~et -ttnout e~crtr1c1n~ 

tflrr1.torlfll clolco ·-nteh no Hurl ·arl,.n Govrrn:tcnt coulc. ro!l ttnd 

r ems1n 1n po,.,er , she would oro ,. lY hrW~" nrflffllt•red to lPr>n on thr 

"leo t r.rn Po, .. ero , e.n6 nartleu.tp,rly on Grent Br\.t r in . F· 111n1~ t hnt, 

lt ls held thl'\t she haci no Alternnt1 vo to eol l..,bo·"<~ tlon "'lth 

0('rmAny. Thin ~oes not mP.a.H thPt ohe rJl .·hnA to b i.nQ h~~"~rsclf t o 

Gez"mnny. Reco very of SlovAkl q nould , ln th ~~t Hun r l\rlnn view, 

"1ve hrt~ " ooselb111~J of pursuln: A. :n:> "e ln~P·'H'nd,.n-: C0 1J... .. ae 

thM ahA cnn st,.cr 1n her nr eaPnt rf!l6uct6 con<H t 1on. Shf" "'Ot:lO 

· h C"n hl'VC' o co:n.-aon front1.-r l'lth Polfln~ • .nnn ti\Pr,.. ..-oult" b e. .., 

broP4 belt ner o£& C Pnt~~l Pnd S.E. Euro~e , etrPtch1nr fro~ th ~ 

B,.ltle to tt:~ A'!\rlP.t lc, co=:>o&f"t\ or three Stlltflts : P~l~"~nd, 

Hunr:ary an6 'Xwocla\·1a, .-:hose nol1ey 1 t •oulf no~ bP ~ ~ rr tc•Jl t t o 

h~oon1ce snd·~ll or ~o~ ~ouln hovr ~ osJor tnt@TP&t tn reslsttn~ 

encroachmftnt Cro~ ~hatev~r ~unrtPr. 

ror~or Hun~arlan t err t tor1es, but t~~ 

<1 1~ not torm part or t he 11m6s or thr 

Xu•oalAvln h~& . or co~rse, 
bulk or th•m (Croatia) 

Cro~ of St . S~~~hen , but 

~'1f\r,., won by l o.ter conoues t , And the numbrr or Hun,.:o.r1M& ln 

t hem 1• much smnll er thttn 1n 9lovAk1n. Al • o r plntlons bpt\"leen 

Hunr;o.ry M6 Yup,os l av1a hnVP Alr eady, to•• 001':1!' tloe ~net_, 1m..,~ove6 

so much thpt thsr e Aooe-llro to be no rctteon ''rh:l t h t')' ehoul O no t 

b8 put on a lasting ~~d SAti s factory brela. AG ror Ro~an1a, 

Hungary .aul6 hooe , 1n the ~bov~ event, to aecur e ro~ h~r minoritY 

ther~ whf\ t she r egards as 1 t e due . 

3· such, rouGhlY ope~ng. I a t h• prevalent 

olrclea t hl\t have ·onrned Hungary, Md • r e a till 

d~t3 , 8nc! ot the 1118Jor1tY or Hun -arlan• who ha ve o 

vleTr ln the 

rovt"rnlng to­

ot&ke 1n the 
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country, inclod1ng the s&ea or peaaent proprietora. It is not 

cert ain, however., that these circle a w-111 continue to govern. 

There la much diecontent in the country, much criticia~ or the 

Government on the ground that it doee noth1nR on a su!ticlently 

bifC eoale, that lt is a!rn.l.d to deal wlth the Jewleh ouest ion, 

afraid or industry, finance and the big landownero, eno that ita 

!1del1ty to Hungarian Parliamentary tradition 1~ a rat~l handicn~ 

at A time when & Gover~~ent cannot Afford to be hampered by 

hindranoea to rapid and efficient Action . Theae crlticio~s are 

made by num•roua malcontents, bJ youns oen turned out by the 

Universitlea and technical schools, =~Y ot whom cannot 1n present 

eireu:ll8tancea hope to tlnd eooplo)'l:lent in the brtV>chea for "llhich 

they have been trained. Similar dootrineo are being p reached 

to th~ agrarian proletariat, not ~thout effect. And in this 

connex1on lt la 1Mpa~tant to reoe~ber that no one can :~el7 c~~l 

himself n co~nlot ln ~ungary to-day , but ~Any hold comounlat 

opinlona, and find ln the Ns~i doc trine •nour,h to t helr l iking 

to mnko them ~1llin& to join forces ~nd to lmprove the new \ 

opportunities ror agitation conferred on the~ by ~ label r.hich i' 

not tnboo. Purth er, the army, nn~ in particular the ger.erAl 

otnff, hA8 lonr. cons i der ed thnt nnt1onnl ~etonc~ ~~A b~ ln~ e t nrved 

by a Government compoa.O ot pol1t1clens, hi~o-boun~ in their 

prejudlcoa ~n favour ot the country ' s •noiont P•rli~rntarY 

trodit!On, Of lnOlVidUal freedo=, Of budgetAry Ctobilit] AnO Other 

such obeolete reticheo. Thtr~ 1ft thUS A 1~ ~~~ body Of OD1nton 

1n Bungary, ropreaentin~ aev~ral atr3t& ot aoel-ty, -hlch r~,,r~e 

1t ~• ft n~oeeaary condition ot progress to br~Rk "1tn th• pnst, 

to put the conduct or stratre into th~ hondo or men - ho nre 

uncorrupted by w~alth or by the pol iticAl ~ftme. Ita lP&dera 

would not healtote to aopeal to Germ~n1 tor CUldence, ond 

tor o general atat't to make order atter the NAr1 pattern . 'rhe 

watchword would be to tnke finance and lnduetry out of the hands 

ot the Jewa, thua provldln~ jobs tor tho educated une~ployed, 
oplit up tho big oatetea and give l~d to the landleaa peaasnt, 

and make rearmament the car41nal point in the OoverruDent\1 

progrNDme , &1.1 under German mt\1\&.gement. 

4. I t io difficult to eat1aate Naz14o~'• ebonceo or 

oreva1l1ng 1n Hu~arr, but tow 'lho know tho countrr well would 
. it 1 - •"•ng ground. It Appearo not to han thrown 
4enr thst • .. ~ 

O
utotandln& leader. U&jor lt,lleooy, who tor a 

up, eo tsr , fli\.J 
time looked lil<e beoOIIing one, hd latelJ ou rrered rro• the 

reYelati on that he la or ~en1on ori~in, end that blo war record 
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1a not ~n 1=~reas1va one . But •vidence ~r 1ta e~r•qd 1& b~~ln-

n1ng to eho" even in the attitude o~· Cf'rt~ln " ro.:ntnPnt 'DIP'DbE"rs or 
t he ~·rty aunport1n~ the Gover~=ent . At nr f &Pnt ~n Retlve , 

conf16ent ~n~ lrrespon•lble minority l e n~1t•t 1n~ for c Nat1 

no tutlon, ~hlle th• ~ver~~ent ltBAlf , hnvln • ~n6e lts bld Ml th 

1 ta ono m1ll11U'd pf!ngl$ "')Ublle ~"'O!•ks nn<-, r cnrmn.'nnn t r>ror;rA:tune An6 

"'tth 1 to bill curtu111 ng t he emnloymont o r Jrrs, r·•lts for thA 

hopod-ror rcoponoe, on6 co r a.r ''"A1 ta 1n Vl\ln. T'n.P Go v~rn:t~Pnt, 

no c'oubt, hr.o t ha support of t ' A ~"~Otu1orntt', r!l'llnonal 1~ f'l~:nll~ta 

\ n the country, but t hese ele::srnts our f ered t'ro!D t he Annehlues, 

f!'nd <e.!'..n)' lOYlll oup?orterc o! t e ..,r ect"nt o~er o.r r eon··1:1ceci t hnt 

th~rP ~uat be ch~es 1! t hP r~volutlon~y \lde l s to b~ turned . 

Al l t~c mol._. 1o this relt to be nece&AI\:"j", :h.tt 0(':·::.tt.·\y 1& s t r..,!.n­

lng t>Vl'f':l ner-ve to rEOt uce un,.:mlo~·n.-nt ln A•Jotrl r :l.'lC. to i:;.l):·ove 

the 8tAndAr6 Of llvlng . So~c s~~c t ncul~r ftUC f>&Aee -111 bn 

~chtcved, ln Pll nr obAC1lit1, Pnd rn~tne~ or not hr; r.tPn" the 

t t-nt , r t1"DP. the:r ·•111 ::J:tke "' c5PPn t.,•,rtaaton on th~> rl!'e"-'""~t1\·e 

m1n~• or obsPrver s on the Hunger1run a16e or the borcer. 

5· Th~ Oover~~Ant and the circlea nu~port1nr t t con ~( in com,.. 

rwo~lt.'ttone nn6 

trnc!1t1on ~n~ 

to execute 1t , to r AllY 

oceAaton , Ablr to cie\•lse A 

th"' rorel':"e t nllt flto nd ror 

for nAtional inde?rn~cnce, to i ns· lre ~evot lon ~ci 

enthuolaam, and to di a"Oel t :~c 6,.nttN~ouo not l.on, 110 · J'PV'"l"!lt Jufl t 

no,. , th.-t only Nn:t.1 (ioetrine l"lill -o I:C'l-n -~ ,.h t h,.. yout h . Or:~ 

o r t~f'O .. 'l'len (Ior~;;y} '"Jl!..Y s;oon bftCO..,t" Pr,.111f>r. BlJ· PV4!'!l .. <r;;S!J.::!ln,.,. 

that f":'OVermu-"nt l s carried on b7 hf".n68 hl'v1n t•-.,. rp~·11~tt,. ~trr ... ;-:tt., 
t ht-r tt- t n " ne" An6 t' lff1C":Jlt econo"11c tt l tul'~ton fnet:'l" ?ur. -:u-y. 

G.-.r:DMY, -t~1.ch only,. re- Yf'fL"'C r ·o (" .. '!<,.. tht-.. ..,n .. ~,. '!. t or 

Hun ·nr1 •n C'Jc t o'!lers, nor s t And& f1ret, trkln f:l')..,,. 4 _.-:tJ., !" 

Hunp:&rf ' 8 t otal er.porta, I t"\1.:,• co:Jln · tll"~l ~"lt.h 1 -1 1~, Pn t hen 

~ The r • ll""/ llnt"t' thl\t connect Hu.n.:-nr:r Great Brlt{lln ••lth 7- Bl'· ,. ,. 
wlth hf'r Wee t crn nnrkete !)PSB t h rou,.·h Gt~r:'llt'lnf, oorho 18 nor ln It 

poo1t1on to brln~ p ressur e to bcnr by menno or rr~ lr,ht chargee . 

Thus tnr, Germany apppars to hav~ a 6optod ~ r ePaourlnv. At titude 

in t JJade nep;otla.tlons "1th Hunsary , eontent1nl~ hrroelt \11th a 

ohare of HungAry t8 eXports not exceedlnR hflr former ahnre, plus 

Auetrla' • · But tbie does not ~ter th~ f~ct that, Ph~never 
Ger~Ant s~ wloh or need to do 80, nhe 1a 1n ~ strong poelt!on to 

ah t Hu~Ar1'• trAde. Th! e attraction 
attraet &n ever l@rger ere o 
csn onl7 be rea1ote4 lf Hungar7 c~n t 1nd free exch.rge =orkets, 

ror no frft! exchan;;~ 1a to be h•4 rro:l Gen:AII1 · 
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6. How enn Hungary be supporte6 in h~r errorte to provide 

hereelt •1 th the necesaary tree currency tor her rore1gn debt 

aorv1ce, &nd to reaa1n 1n control o f her or.n econo~1c oolley? 

The llhere in h er exports goirw to Great Bri tnln an~ to Prance 

cnn probably not be increased eutric1ently t o ~&ke any vital 

~if!erence . Italy , howevPr , doe e offer ~ m~ket, the i mportance 

or ~ioh tor Hun~ary hAs b;en declinin~ r eoently , because of 
he 

I tAlY 's inability to ofter tree currency b•l~nce which Hungary 

rormerly obtained from her. But Italy'o is " !llnrket ,-her e 

certAin lmoortant Hungarian exports, nnd eenecla,ly live cAttle, 

have on eatAb l1ohed footlnS, and ~h1eh ~\~t eae1ly b• inceeoeed. 

It, ln connexlon ~1th so~e sehe~P tor u11~ credit to r e v i ve 

Ittll.y'e foreign trade , 1t coulo b• nrr~tn.;e4 that Hunsar::'o 

export eurplua to It~1J should be on1~ tor 1n free exchanbe, e 

rel8Uvely emtlll outl8Y m1!:7>t eMble HU"t>"Rrl to avoi <i be1n;; <lr a wn 

into the German econo~.ic syste:!l, tnvolvln · orlcea Pdjust ed to 

Germnh prleea th~~:t 1"'0Uld mRke 1 t !:tor,.. Md "!lf)r~' dlftlc ,,l t, •·1ven 

the toreed r a t e or exchange betwe•n Rll ..no n•n.;o 1:nposed by 

Germany, t o sell HungRr1P.n food oroduete elee··he>·e t:·an on the 

Gorman mnrkct . 

7. It m~y be objected: 
A) th•t Hungary ls hopln~ to ben•fit, by r ecovering 

Slovakia, from n bre&~-up or C<echoolovnkia caused by Ger~·n 

preeoure, ~6 thst 1f th~t hope ~re t ulf1llcd , Hunr.ar1 -oul<i be 

::aore t htt.n ever bound to Ger:umy. Ho··ov,.r, Hun1·nry•o vlew o:-

her relat1one rtth ~~. once she hsd recovered Slov~kl ~, 
would ~robRblY be dete~ned by th~ con 1~erat1ona th•t collabor­

ntlon .-lth Oermn."'lY coulr not bt' f'X"Jf'Cte d t o I":"O"'uce IU\Y t\J!"ther 

::~8jor t':dv&ntrge, and th ... t ~1!:'1 Gt-r,Ml 1nco1·nor-.te6 .1\ust~~"l she 

t\leo incorporated thf' reg1one, romerlY ... Art f')( ;tl!at ,.rn Hun-·a.ry, 

wh1ch "er e detllched troz Hun;;arY AnA ·1 vrn to A1J&tr1e ln 1919; 

bT thnt 1t noul d br repu~ant to neo1at A HunGP~Y ~r~~or1nc 
t o pr~tlt. or just hnvlnG prot! tad,. b'Y" Ocr:=M ~nterpr1.sa 

8gninat tho 1ntegr1t¥ or ~other country . Here , lt utcn< be 

11
nawer e4 tro:z~ the Hung&rllUl side, that H\lnt-t~t..rY ' A clai!it to 

'( • , the o~ig1nal lan4a or the crown or 5t . Stephen, 
8lovsk1a pnr. o. • 
a n4 ~ere t her p is Q large Hungarian =lnorlty), hoe Coroed no 

0 
Rgatnat Ctcl hoalov4k1a, which has been 

po.rt or th~ Gerallll e88 
l 

lte own groun4a. If eatlafaet1on of 
preaae4 exclua1•• 1 on 

ult 1n 111&)tlng 1=po .. ible the :u.lnunance 
Ge.-..n¥ ' • 4eund• rea a 

C 
h 1ovakia Huncar/ 11 not reeponoi ble for 

ot an lndependent tee 08 ' 

i 
•hat haa thue deY~loped. If Hungar7 bene!lte 

the poo1t on • 

Regraded Uclassified



436 

- 6-

Rhe only ~eta ~at ~ulo ot herw1ee he ~baorbrd , P l the~ ro~Ally 

o r vlrtunlly' by Ger::lany. F 'rV'lD t "lc point 0!" vl~w or thP f'Pn~rel 

tnt ~rtet, r ather than to ~reserve ~ Cz~choelovakl~, no~lnallY 

independent but tn f act controlled by Germ.ny , \ t mlgh t be ~ref•r­

a ble t o oerm1t n reallgn~ent whi ch, r e• t or1ng Slovekl n t o Hungary, 

mlght prove to be more lnot1n~ And leas or n source of friction 

an<! dnnner t o the r est of t he "orl6 thnn the •O,Rchoslovak StPte 

h ae turnc<l out t o be. Hungary thus 1ncr ensed would accept 

t he ro~n1n1n~ 1919 trontte rs, nnd ~1~ht b• trusted, tor,e t her wlth 

PolMd a.n6 Yua;oal avla, t o provide c. \""'lun.blc elt::•r'lt of a t qb! l tty 

1n Central Eur ope . 

~8 . Finally, lf Hungary ' s e.,ect a t lone above slludea t o 

or o ~elled by t he ev•nt , nno the errorte ~6o ln C•echoalovak1a ' s 

inter est &ueceed t n solvlnh the o1norltl Qroble~• and ~alnta1~1nr­

tht' 1ntegr1 t y of the CzechoalOvfl..k St'\te , Mun":'U"/ :::m:t be ;:1ven the 

benef i t or her repeat ed decl arnt!ona th"t ohe se eks cottsractlon 

or her olnlms by pnc1f 1c means only . Ir the ~1ff1cul t 1es out". 

s t nnd1ng be t\feen Germany ana Czechoolovnk1n •r• solved , thPr e neP.d 

be no r enr that Hungnry' e el AimR on C~echoolovnKlA wi ll cRuse nny 

dMaer to EuroflePn pc:-ee . Hunr,flry 1c too omflll, t oo •"er.·t nnd 

too much lcoleted. In her nrtHH'!nt borc.1tra ehfl woul~ not :2ttkc 

l\8 1oport~nt , a tnb111~1nr- !"Petor 1n C,.nt!·rl E•Jrooc "a sh,. -.oult 

1! ohe .,. .. r e to rf'COVPr Slovelt1e , but Ohfl' '1:"'01.114 .,'Ot h,. n"-:11;-"'ll~, 

nnd 1t ~oul6 r t lll be "Or th ~11~ to tr; to h~l~ h~r to ~rP&PrVP 

her econo:alc 1ndep4"n<ienee anO to cortlnu~ to ! 1.tl!"\l ._he fo!"e:1 ""':'\ 

debt r~,.~~onta , -hlch shP. hPS n~~otlntrd ~1th h~r crrdl to~c. ~nn 

holl ao r or carr1Pd out 1n ,., ':l<t..,n"r t hllt }'I" a f"l'rnM th,. r~co"'Tlltl.,n 

ot the co~~e tPnt tnt~rnatlonAl Puthor1tt~a . 

lO. V. J 8 
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A t.elAQW:I ot rloft-...ber M , lO:sB, tl"DD'' tlw A::liiJ'iOUl 

co..al at ~. ~ eub~t1oll7 ll4 tl>lla.: 
• 

l37 

~-eoentll !lATe been -.a.do With t :-:o ;:Mneae w 'Ptlm­

-~ by IIY1J41oll'te Cnlr.oao ooru:o to tlnenoo the YU~~Mn-JluZr.a 

rUUJ.~ • e.coor<l.in3 to n rc;~roaontn\.ivc or t ho :i!anlc ot CblnA 

who 1a ln ltnneoon at t l- e ~·rc:>O!It t1no t or t "lo · urpoee ot 

e stabl.la.'llnc .c::noor:t~!lt. 1::1.'\kl -.;; b•:3L"l41Go. '::.lo re,•:I'C! U::l~ 

thO lltLf:U t.•l4t <:~ l -:tUJO tP.:::1nO I'll t'l'cn .l::lOU;>!&! D!'CM ~YO 

twc::m a II" liTO:" f r.T t 'lc reUr.~a(l , t.'\&t at ! onst l~ , ')()() 

le.lxn'on will. be aYftllelb.le r.:~r t l-.o work, t ".nt t •.o T ll my 

l1Ul be !'1n1ohed 'L'itl-.1n !."1 "l<)J'Ith&, t hat l t l s ox;>ootr d t o 

o ~., e.broed cre'l~o :or x ,o ~~~rlnlr: , ···=-·' ~Let. vlt l\ 

-rolantor)' labor t'\o r:ntir~ Gl::, nee4ed 1:1 o:stir.<.t¢.1 t o bo 

C!Llnctse d~lan 14.,~),000. 

"rltll t !lo l.4."141."1C ot &1 f i old . tf.1~.s , t .. e "::lr. 'l:~.; 

beGIJl the ""k of :;OTO.::::t~~r 3.:> ~ o .,rl tl&l: Tonel :>t m-..r 

!f.flt <trl cla tl'CI'l RuaiSta. It i a oJQsct.,d. tt-.r.t t'l.-...>t ::cr Ycauol 
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