
Ptllp 

file obJaaU•• of r.deral th .. l anl! .oM\&1'7 pollar 

11 , 0 au \It l n lnorea.tnc ll!IUonal lnoo .. , pro4uo Uon a4 

'"plo7c~n t ( • nd to A&ka 1uah prapa ra \lone •• ••1 •••• a4-

•ltoDlo t or Ule adalfthtraUon o f ttaea1 aM 11011a\ar"7 poUer 

to• ore! a l U ga une: \lla •••art \7 of future llooaa and 4apre•

olont. ) 

The ~onr4 ha R bt~en a<S'flaed b7 \ h i ex~r\1 of \ l'e Treetllr"7, 

f•d• r • l ~e •el"fe fl01< rd and 5eUo na1 P.eto\lroea OoiUil t \ee aa 

rol.o• t : 

l. Tt.a t t or '-"• OAlen4 • r 7111r 19'!9 , bcrrlng t t> • appea r

•no• of t•otor1 no\ now known, n t\onal lnoo .. dU be beheen 

·~ en1 163 bl l 11on. r or 19}8 n~~ 1onal lneo-. 1• a r \1~te4 

• I •62 t>llllon. 

<. T~ t a rw U onal lneo• or • bOut t ao Dl ll lon h re

qui red t o pr o'flde 1ub • tal'l tlal l""cluo Uon or une.-plOJMnt; and 

lh&' an lneo• o f 190 btlllon o r aore 11 a U.alnablll t hrou(!b 

rull ut1lh a Uon o t our -• po.er, plan t and e<:Ul l!Mnt, tech

nology and M tura l r• aouroea. 

'· That •1\h a national lnoo .. o f abou t fSO b l l l l on 

( a l pruent prloe laYel• l exhtlng rewnue eouroea a nd r a t.a 

•11 pro'fld• Nfflatent lao.- t o 1M Ianoe expa t~dl ture " ' r>reaent 

lt vela. 

" That the a•al l.,.b le wppl7 or oJ¥cllt 11 10 r;l"' a t t,..t 

pru•nt • nd proepeatl•• re4eral bOrroelng • 111 not 01"0!& " • 

ecorla t:• of orad!\ a· ... tlabl e at reaaona ble ra t •• t or prlYate 

tnterpr\ee. 

5. Th• t t h e 1nf1\l&noa o f tn. bud¥•' upon bu eln••• aetlYltJ 

'' In h·r~ put e on41t1o-.4 b7 tbe eouree or noe\p u an4 

dl r.otl on of e xpen41twree. 

6. Th•t u h ........ 1, lapertant f or re4eral flllal 

r<>llc7 to \alle lnto aaeownt : 

(a) the owtetan41al ••-• or • tate aa4 local ronrft

.oente, ancs t hel r tlaoa l oparatlona, 1Mth •• to expe r~l1-

\uree allll raeal•'• 

( b) the YOl ... or eapHal espen41 wrea 'beta& under

teba b7 pr1•• te • \a rprl ". 
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.......... u .. 

te p11r111n ot •• _.JMU.,! of aUatataa a b1per 
noU ofttl t•o • •• ab tM toll..,_ .. 1'!01-!la \to .. en~ 
,.,,.,, t o tteoel pol1t1J 11 \be aeat flaeel 7elll'l 

l. !11• a ncl a c14l tlONl hllll • ou l4 -. l~M Oal.J lf 
0111'1 te s eorreepondtac 1011'!1!! 1• &I II'!P'- u ·pea4l\ vee, 
aJid tt.n onl 7 1t •• upen41tvea a44 .or1 \ o 111 \lona l ta-
00..., ~aft MW kJre! take ••&7· 

2. tr taa11 are lOiree•M, tb!7 11101114 M \ 'hoe! ltlte,.. 
ttr 1D!' lea e t •Ub a d41Uoae t o \ he nr U onal t a oo... Tb111 
,,.. ar,..npd tn or4er ot J)l'etel'!•e : 

Iaberl\aaee ••••• 
Olt\ taxea 
Ca pl tal p 1 n a 
Un41•\rtbu\!4 p~ttta 
llo41f1oa\loa ot lnOOOI talt UlllpU O!I 

laO OOI \all 011 a144 le liii'IU!\1 

J. •• a4Ytae aplnat taaea wh tcb 
ltont\al l J oon1111 .. r pvroha !lfll power. 
ordor ot laaat 4nlrllbl U\ J : 

C a ) l>ro!!lllnc tuee 
( b) Salel \aaee (o! T•••• o! Pf'JI'Oll l 
( 4 !:J:cl !! ta.Jtee 
( e Taaee oft l ow t noo .. , 

oper a t e to re4uoe Rb
Theae are a r rar.p4 la 

I ll. I a new of tlle teot \ba \ \ he a n\\ol pa te4 4eflel • 
• H I be v-• \lJ la11 ta \ he e•eon4 half ot the eoa1 11& ttacal 
rear \baa ta \ he ttr•t bal f, an4 ln •1•• of U!e eonaeqwea\ 
4nl1ne 111 add Ut o .. t o "-JliiC power e on\ r lbuh4 lilt \he 
Oo" r n• nt , we l'!eo.-.. \be\ 

(a) benet!'' l n eonneect oa w1 \b ol4 •c• alllhll Ue 1 
8houl4 M l1b41rall.&M .. d p•J•••• bef1111 ta 19llo , a n4 

( II) Ula t tl"e 50 poroon\ lMI'!a!! ta oW •ae P!J"ll 
tax11 •obea.le& t o M i la 1a 19llo lile poa\poM4 \ o \be 
tollll'liac , . . ... 

~- 1 ... .!. 

(The a ddl\loa to ~Ntlaa power r e n l \laf_fl'!• \bl adopU .. of 
thu e two Pf'D pOaell wowU .-at &o 12'!10 - S,OO ailll1a 4llf'llll 

l.he • • ocn4 belt of \l'.e naeal J•• r 19llo. ) 
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S· Tbe co-uwe aoha •Ull apJirOwal ~ propeae« 

o4opUoa or Ulo prlaalplo at \he •llvetaaeaMll'e 8u!p\• DM 

,.00 p ell4• " ,. t tho pr1aolple 'IN ••'-•" •• rep1417 •• 

t .. tlb It \ C l no lade 

I a) the e ~lf' of a e rwta aeeate to ael f-flnanol .. 

~o•u•naen t oor por a Uoae 

(b) t be ahlft of oartala a pproprlatloaa to aalf

t lnanolnl! govern-t e or por a ttoae. EJruplee: ran 

! enano7 Prosraa, ~. E . A . , 0 . S Warltl .. Oo .. lealoa, eto. 

6. ( 8 ) r or tl'" pvmose or a c\41111! to t he nAUon. l la

on• nl'n 7ear, aid of prewenttns whAt proalaee t o be 

• aerl. ou~ bottlenaolt wUbln the Mllt ,.ar or eo, aotloa 

ehould be t a"len t o a t11111lete a large n.lu-c.d e qu t pa•t 

l>l'OI!l'H thro11~ a eelt-tlnanolng &')nnaent oorporatloll . 

( b) "'eoower7 eould 'be at1aulat11d with')IJ\ addlac to 

tbe dertolt l17 an eJrten alon ot .. r\alft otber so••r ... n' 

aot1Y1tlea throulb tbe 4e•loa of eelf-f t nanolnc ln gowarn

aent oorpora tlona. ~ll&aPle a are toll ~84s, br1dgee, 

tunne l a, puh l lo prages, ate. 

7. Tha t a ooaprehaad •• alii' ft7 lM etar\M wl th the Ylaw 

ot la:Mdla tal7 ae \ tlag wp ••hlaan t o oll\ala all aaoeuarr 

4t \alltd lntoraa tot. on wUll r eapoet to the -rant raeelpta &al. 

upen41\ur~a of P~te, loeal and •nlolpa.l adatnht ratlft 

bo<Hu and so abaagaa in the :~~Dluae and -.lta-up or t helr out

n an4111g debt. 

8. A~nge• nte lhould be •4• a\ onoa \bat would Mka 

pou lble ""BlHarlag 11nd lepl plaanlas of •rlo.a pullllo 

•orb • hlab would boo AYt.l labl ,a t or la•dlate proeeou\lon •baa 

I'OQU\red t o glft \aerellea4 fla:dlll ll\7 ln t.he Ualnl! or J)ll'lllle 

t rpend l\lll'ae aid lMraaa" aaawranee or • • ••• and aUll\7 of 

l.bt expandltara 1\aolf, 
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lli'~<:ONSTRUCI'ION FINANCE CORPORATION 
WASHINGTON 

Do oomber 1 5 , 1938 

The eaclosed reaolutioa ooverl ac~ion 
taken by the lxe cu~ive Committee of the Ex port 
I aoort Bank bc l d in my ot fl oo Dooecbcr 13th . 

The action will be a ppro vo 4 by th e 
O.!.reotors when a quo r um: ia &Y&1la.ble 1 but b etween 
~1reotora ' meetings the !xeou tlvo Committee baa 
aut.horlty to tr ans act bualno•• • 

You are advised thAt thla Corporation 
lt p rcp &red to buy tho &d41t1onal $ Z5 1 000 , 000 
p referred stock 1n the Export-Import Da nk of Waah
in~ton whe n roqucstc n to do 1 0 by you with th e 
app r o val of the Pre sident . Thoro 11 a place at 
the bottom of Pa g e 3 of tho enoloto d rcaolutlo n 

for tho President's approval . 

Sincerely yours , 

~·· 

L ___ _ 

\ 
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It bnB been a 111istalce, and a grave mistake , to think that the 

absur<litY or ,.htlt is going out from such aourcea as the Dies Coflladttee 

1s eno'~&h ~o r ef'ute it 1n t be popular mind. On the contrary, the aore 

at sur<! Ute cht\.rges , the core sensational they are 1 the more publici t;y 

~·.ey rt:ceive &nd hence , the more ridel,y they are belleYed by the usa 

or ."o.l6. Tl\111 is true of al.l things that play on ..ass tear, and it 

1• con:'i~>I!CI in tl\18 cese by the Gallup poll of Deca:ober 10 , w:U.ch shawa 

t.".at 7t.< tbin!c t he Dies Co=ittee is doing an illportant Job and should 

be continui!CI . It i s important to note that tho vote favorable t o the 

01oa CO'"lr>ittee "as heavies t 1n the South and middle West, where such 

novo1ont.o 1\8 the Ku Klux Klan have alwa,ys been the strongest. 

:Jany other g roupe operating secretly a.ro pla.ying on the fears 

o~ t">e people . The most preposterous ru;aora are being circulated and 

"Tii•l;r believed by that gTeot ""'sa of people who get their news and 

~orw ~te1r opinion fro' hearSAY. 

Grave as baa be"n t he mistake of asaumin;; that auch activities 

•• t•ote or the Dies !<OClmittee end of other l'"lll>Or factories are unin

portant because obaurd, 1 t would be an even graver mistake to atter.>pt 

anyt'ti. ·g that lool<od l ike suppresaion, such ae cutting off appropri&

Uono . That would add fuel to t he n.ame. Folk overywhere would ask• 

• '!"no.t are t'.1ey trying to 1\ido?• 

All these roar atcries going to the people ue serious . They 

&re, or course , serious if true; and equall:1 serious if false. Spre.ad 

?1~ 
L. -

' 
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(e&r widel,y and dee~ eDOllgb aDi aeyt.bi.Q&, bowe~er •ODetrou&, C&D 

eoergt !rom it or be built on i t. 

The prsotical , wholeeo:~~e and democratic way to deal with tllia 

situation is to set up a group outside the QonrDment, and coi!IP"sed of 

:an 1D wbo:ll all people would have colllj)lete ~oDfidence and to who01 they 

c>..ud go to get the truth. 

This group should be composed doadn&Dtl,y of the elders of our 

netio:1&1 cooaWlit;r , who have no seli'-intereata to serve and who face 

lif t with tlle sincerity and detacloent which the a ppl'04ch Df its end 

brings . T!le follo111ng are the type I have in l:lindz 

ChArles C. Burlingham, of the New York Bar 

Willi&D Lowe Bryan, retiring President of Indiana University 

Daniel Wi l lard, retiring President of the B. & 0. Railroad 

Hicholae UUrray Butler , President of Columbia University 

John Reeein Clarke, ex-Justice of the Onited States Supreme Court 

Jolm H. Finley, retiring fd1tor of the Rew Iork Tilles 

Albert Buabnell Bart, author of history texU>ooka 

In addition, it might be wise to be.,. in ew:b a group one or 

:oore persona who:a the masses know very well , auch Ill Tlill Rogers , were 

be nllve . Nuee of this ldnd are Lena Stone, actor , Edgar A. Gueat, 

popular author, and indeed, Robert Ripley, of the press and radio. 

The work of tbi.s group sbnuld b9 llllpPOrted by popular subscrip

tion, Thie bulwark agaiDBt terror and intolerance abolll4 be bal.lt like 

.,eh ot tbo 'llaabiagton uom-nt _ rr011 the pemd.•• and dimes of school 

c:ll1ld.ren and ..U - rro. .-ro- people. 

216 
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This a roup would need a relatively young executive secretary 

to carr:· t he labor load. A newspaper adi tor, uni vereuly accepted in 

t.'lo ne•epaper world as an honest and cocpetent editor and newsman, 

oiS:ht be beet for this purpose . 

The grouo would meet periodically , first to decide ~that ques-

tions coaJ.n& to it would be investigated; second, to announce its 

reo<>r t on those previously selected for invcst1aat1oo. Its product 

•'.ouU h CUlluleted i n !M"""iUet f orm f:-o:o time to tue, and Dade uoi-

••r~ly avatlnble . 

How t llie whole t hing snould be initiated is of firs t i.aport-

217 

ance. I n i t o o,orations its complete detsc'nment J.'r oo t he Goverment, 

churco , businees , etc . , should be constent ly emphasized. Should t hat 

ho true of ita initiation also? It could be s tarted by an invitation 

to a Ohite l!ouse conference issued Jointly by the PresJ.dent and l!r . 

London or 1r. !!oover ; or it could be started by privately l&Yin6 the 

~ before one or t.>,e proposed group, such aa ChArleS C. Burlingha:o 

or Hllia:1 Lot<o Bryan, and having hila get i t under way aa e citi•.ens' 

llnder ta'dng , begun wholly apert from the Oovern=ent. 

Pi w ly, t he work of tbis group should not be aL11ed at the Dies 

CoJaitteo or at aey other rumor agency. It shoW.d be pitched on a 

'Woe far above t hem, and should deal with rumors and falsehoods , not 

-~th t heir s~urces . 

Altern&tively, this • hole thing could be done UDder the auspices 

or, or i .ndeed bJ , s..., existing org&DisatioD, auch as the Natiooal 

!'.ducat1on Aaaociatioc or the Parent--Teecher•' Aesoc1atiOD· 
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To: 

~lB 
Treasury Department 

Olvialon or Wonotary Research 

oa te ................................ l938 

T!:c t ext 1 ncludes o~ those state
ments on Ylhich there is believed t o 
be compl ete acreemont. The portions 
in the parentheses arc , I believe, 
&j,'I"Ced to by s01:10 but I am not sure 
by all. 

-If: 1 {,( . »' . 
I.N-1~ b--'~ .f~ t«x 
f~~ rV~~ . ~~(?) 
~ Clj:T.A.(! k4-eA ~ ~ (t 
d lo!R. 'liHlTE E.ll-I'JUA _ 

Branch 2058 - Room--2~0~~1 ~ . 

--
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TIM ,111al Ul4 IIOM'aJ'7 A4•laePJ Boerd apeee ""'' 

The obJeo\1•• of r.laral fleaa1 and aoee'•rJ po1117 

11 \0 aula\ l n lnereallD& uUonal lnaoM, pro4uo\loa aa4 

111plc>7~~~en t 1! and \o aaka eaob praparaUone 11 DIJ ••• act

yhabl ~ f or \he adalnh\ra\lon of flleal aD4 aoae\aPJ polle7 

\O .. td aHl&aUn£ U. 11'1'11'1\J Of f u \ u re "Doo.a lftd de'J)PII

elont . l i 

Th~ IIOard has b~en ld"'l"d bJ tte exparta. of \ t-a '!'raaaDrJ, 

rrd8rt l ~. ,.,...., 8011rcl and lla U ona1 lleeouroee Coaa1t\ae aa 

tol lo•e: 

1. Tha \ f or t he oalen4~ 1' 71a r 1919 , b=rrlag \ be appear

enoa or tao\orl not no• 1Eaow11, n• \lonal tnao• wtll be llanaan 

~~and f 61 bl l llon. ror 19'8 na~ lonal lnao .. 11 e a\l .. \14 

at t62 bllllon. 

2. Tha t a na U o nal lnoo• of about teo bl llloa 1a ra

qui N4 \0 pro•lde lllll'~ \an\1&1 l'fld\10 Uon of uaeapl.oJ•n' 1 aA4 

that an lneo• o f 190 blllloa or aore 1a a\\alnabh \ hl'ollp 

1'1111 uUlhaUon of oar ... poorer, plan \ and eqatpeen\, \eah

nolou and na taral PIIO\ll'eea. 

J. That •lth a 111ttonal lnooM o f ebou \ flO b1llloa 

(a\ pruent prlla l1•el1) a:.ll UD& reftnue aouraea a nd ra we 

•tl l pf'C)Yl4e •fflltent lao- t o Mlaaa• expen4Uure a t pra1aat 

l .. tl • • 

II , Thu tba a•allable ftPP17 or e1'0!41\ 11 ao II'Olat "- • 

prutnt &nd pi'Oipel'l•a 'e4ara1 boP1'011ll& •111 not o"a \e a 

abor\ar • ot 11'141\ a •a11allla at "a1oaable ""I t or prl ••ta 
tntarprl1e. 

') . Th•\ \ be lllft.an" of U. IIMpt Dpon '1111&11 .. 11 ae\1'1'1'7 

It In l arp pa.r\ 10114 UloMil 117 \he ... ,... at raaatpu •114 

4\ reouon of expall4lhl'ltl. 

6. '!'ha\ 1' la ••'ra•17 tapanaat tor h4era1 fl1aa1 

PGlle7 to \ake t•• aa-\ : 

(a) ~ "'a\al\41 .. •••' of a\a\a aall 1 .. 11 ca•er•

.. n\1, aa4 Ulatr fll•1 eparaUoaa, MD a1 \a .... n4l

turu aid ,...,,.,. 

( II) Ule 'N1- of eapHd aape .. ltana bataa udar

\U.n 117 prtnte •torprl•· 
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'"• ?tH?S 
ta pUAlt ~ .._ •JMUft of •'talal .. a ~UtN• 

u Slo• l t•o • oo .... .._ .-u.~ ....... - .. ••- "'~ 
,..,.,, \o tlaaal pell~~r la tala •a' flaoal ,. .. , 

l. J ew '"" a44Uteal tau1 ••\114 -. ,_.. .. •17 lf 

!Mte 1e a eorNepo..U .. lMHa M 111 ac'"P'- eapea41\w ... 

.. 1lwll etll7 lf -· ..... 1\llrll "" -· ~ .. ,,_1 ta-

co• thu •• Saaea \tlb ••AI· .-~ 

z. It S&ael aro 1Mna~ • .a.., llllCMll.t -. Uloeo , • ._,. 

tertag lt .. , d'b a 4dl\loH ' o \be 11a U o .. 1 1aeo ... TliloM 

I N a i'I"!Ulp4 1a 01'411' flf Pl'lriNMI I 

Iaberu .... \ani 
011, \ani 
Oa p llal p l ne 
Ua411,rlb.te& pror1•1 
llod1rtlaUoa or 1111001 \aa l lrl ll))\lo u 

lMOII \U .. al44le 'IINCI'I 

). •• .. •te• apl .. , tase1 Obldl opera\o \o ,...... •'11-

n anUallJ eo n11101r J'U'OIIall"' pewror. '""" are arranp« 11 

or4er or ll11\ 4 f'llrab111'7: 

( a) 

l i~ 
(e~ 

PPOOIIIliS \asll 
Ial ii MDI 
'Pas•• • • Jl8,rou e 
Ksot• Mal 
.,._, oa l oo l nao•• 

<•. Ia n .. ot tile '"' Ula\ tala an\te1pa'a4 4efliU 

• Ul be p u U7 leea 1a \be ........ halt ot \ he aoal• l11eal 

ttar \hu la \be 11PI' tlal f 0 aa4 111 Y1P or \be IOIIIICIW'I' 

41111• 111 a d41\l- \o W7lll ,, .. ,. e o n\r1'11u\e4 b 1 Ule 

Oo.trneea\, •• --• Ula' 

( a ) M nefl '' 1a ....... • ol Ul ol4 &6:1 _, \le 1 

lb1Nl4 be 11MNllao4 ... p1101ah lie~ la 1,-o, aa4 

( 'II) "'-' u. ~ ..,... .. lMftaM ta oW .,. ,.,..U 

, •• 1 l ...... w \o ...... 1a 1,... 'Ill ... ,, •••• '- , .. 

r.u .... ,. ... 

1- fifbe acauu .. '-~ .. ,.. ..... n&it.r ... • ... , ... ., 
'lh;,. bo pnpeeala ....U • •' '- • .,.., .UU• ....._ 

\he leeoa& Mlt ot 'ho 11 ... 1 ,_,. 1 ·!1 
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TO 

TREASURY DEPARTMENT 

INTER Ofl'ICE COMMUNICATION 

Secretory Morgentb&u 

Hor11811 Oliphant 

For your inforaation 

OAT& 

TCH!Jly ' s public bearing on the glaee 1nl1uatry was 
teaturccl by the story, through the tes tiaooy of George 
Ball or Bill Brothers , Mr. Levis, President of Owens
Illinois Glass Goapany and Mr. McNash, President of the 
Hazel .l.tJ.as Glasa Coapany , of the enveloping •ov..,ont 
by eor t&ill group& 1n the 1nduatrT, tbroU&h coab1nation 
&mOJ11l theiiSel vas, by which the amazing degree of concan tra
tion or power which now exists in the industry was achi6ved . 
This story ~as au pplemented by the teatiaony of t wo represen
t.ativea of sull P"ople in the industry showing bow the 
•squoeze" wee put on , through actual litigation or tbreet of 
litig11tion or otherwise {all relating to patonts). The 
story waa effectively told end the need for aoae corr ective 

ae& eurea .ade abun<l'JD Uy clear. 
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ltcrttary of State , 

·1a h1ngton . 

Ptiping via N ;R, 

Dated December 15, 1939 

Rte 1 d 7 a .m. 16th 

724, December 15, 5 p .m. ( GRl.'l) 

222 

One , The first anniversary of the establishment 

of the Provlsional Government passed yesterday with- \ 

out untoward incident , Some tension existed i n the 

city for a few days previously; motorcars, including 

those of foreigners, ~ere stopped at night; and the 

city gatE$ ~trt carcfu' lY guarded , 

Two , The occcs ion wr.s observed by n ecrtmoninl 

meeting nt which ~crt rend congratulatory messages 

from the Jr.pnntst Prtmier, wnr, nnvy r.nd foreign 

minist ers , Gtu trnl Sugi ynmn and the counselor of the 

locnl Jnpr.ncse Embnssy , (END GRAY) Among the stntc 

mcnta contnintd in n manifesto rtr.d by Chr.irmnn --rr.ng 

Kth Min wert thE f ollo .. ing •Tht r.uthor1t1ts of the 

Proviaionnl c~vcrnmtnt nrc surE thnt the stcbil 1znt1on 

of the Fnr ~est , nbovt nnything tlst , depends on the 

close coop:rr.tion between Jnpnn nod Chinn, ~11£ nll 
tht 
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1 

Dec . 15, 5 p .m. from Ptiping 

the reconstruct ivE v.ork i n Chinn must dEpEnd on J apnn' s 

direction ~nd a~ sistnnce , Japnn , our ne i ghbor , s cnt 

cxptditionnry forces to Ch i nn to eradicate whnt Ohintst 

there were for future disturbances , ~n~ things hnve 
(now?) ~ be ~n so reformed thnt n new start in :he conduct of 

national ~.f fc.irs of Chinn cnn bt tr.ken . 

This l o fty ~nd unselfish net of Japan hns b ern thc 

source of our never-failing pleasure nnd d elight, ~hilt 

the J nonncse love of pEnCE nnd humanity h ns compellEd 

us to be gro.tcful. Feelings of grntituiit 11ncl s orrow 

fill our h co.rts •1ht n v1t think of numberless Japr.ncse 

who hnve s o f~r sncrificed their lives for the co~~on 

cnuse ,not to sptc.k of still others , the number of 1thom 

nrc legion , who hnve exposed themselves to thE suffering, 

physicc.l nndmtntnl , for the pr.st yenr" nnd " in cooperation 

with "'he reformed government in Nanking, nn~ nnother 

r egime which will soon bE estnblishec.l , we shall , in re 

sponse to public voic es , strivE townrd the Ttnlizr.tion 

of our projec~td nim -- the cstnblishmEnt of n new Chinn" • 

Three , Repented to :hungking, by ma i l to Tokyo . 

'l'' IC : RR 
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qoaf14tpSltl 

f ,AIA!lllAil J 

A t.el~aa (i:o. tee) ot Deooaller 10, 111:!8, boa .._ 

..w.rl o&.D ...a~~ a .. ador at Tokyo roo4e aubat&.Dt1ally •• 

rollowo : 

.. aalll n.c;t on nnc1 Loo4on deapatohea to t he otroot t.hat. 

t ne United .ltatea &.Dc1 Croa t llr1ta1a are aot.hal7 oou14-

or111fl tba a11 ttor ot e ooaoato N prlae h agdut .tapaa OJid 

r ea tur e art l olea on t b l e aubJeot haYo, durtac tbe poet 

t o• de7e, r ooo1Yod auoh ett e at.loa In Jap&.Doee newepapere • 

.\e t ho AOWa).epar a rtlole a ooatala polnt.e whloll baYe DOt 

1ppoarec1 1D tbe publlahad ~roee deapatoboa lt ..... tho\ 
\ 

tho lntoroat ot t b.e Ja"uaeoe ~> w.pore 1A t bo aatt.or baa beu 

1DI~1rad b7 the Japuae .. 1 oro1&D Ottloo or eoae other ot

rlol al aoY7oo. AD art.lolo la tho Aerht,wbl.- le oxoepttonol l y 

well lntor.ed, etatoe tho\ 'lletoro lo .. tho .ta po.Mao lUale

ter r or Toro1ga AttalZ'e Will -colA tall:e up bh oonnree

tlona wltb tho A801'1oaa aA4 Brlthh Allba eeedore ao4 t.hat. 

otter ox" lallllll8 the JapaM .. rt~olllt he will IU'IO tba\ 

plane tor oooaoalo eaaoUone bT Great. Brl tala OJid tu 

United Stat .. aadut lapaa 'lie r .. oa.uen4. fto •·It! 

etotee oleo tllat. t.Mre 1a crowt• od ..... ot Ue011nloa 

botwMa Or-\ Brltala 1U14 \M Ual\ .. Statae loott .. t.o...n 

oo~thc -~• ot r oprhal, t.a..t. at ta.. proeoa\ t1• 

tho Doport.eat. or s tat.o hoe ua4or et.u4r tho poaelbllltr 

td 
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-a-

ot exolY4U& J..llipena r- ~~ • r .. u1o\l .. t!Ma, us• 

SeoUoa 338 fill \lw ~ltt Ae\ u a kala tw tbh ao\loa. 

aod \ll• \ SutnoUou llaft -·•• _, \o \~ lapeM• 

Aabaaoo4ora Sa 'iaalll~a aa4 l.olllloa \o tlM CN\ \be la

teDUOU or \lao co••~•• \o w111o11 t.M:r are aov.UMt. 

Aa al!lla ot tho \rea4 ot BrSUab aa4 Aaerlou \~\ la 

ortlolal olreloo, \IM JapaMM -qapare aro rot•l'l'l• 

t o a~~oh -uora •• • rapor\o4 ~proaolUQC .... rlou oro41\ 

loaa \o ClllDa, tbo rat~ to tba Ual\a4 Sta\oe or ~aoea

llora lteDM41 aA4 loha-, •114 1uraaaod Br1t1ala o~GII't 

S\l&roa\Ooa \o oo.,.r tlaa purobaoo ot war ouppUoa trw 0111 ... 

Tile toao or tlao ar\1ol .. la tho lap ... oo pro .. h aot 

o.p..-hlDC aua.ouc.aa tlleT -.plulabo tbat tlao 4oor la 

Cb1ae wlll ao\ llo ~loto17 olo•4 b:r .lapaa. 

OlVIl :J lfl 

~ . ! :JJtJ 
,. ,..,.,.., ~"l~m 

- .hU .................. 
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UNITED STATES OF AMERICA 

2 PERCENT TREASURY BONDS OF 1947 

Daltd aJHI bearing interest from De<embu l fi, 1938 

Interest payable June 15 and lktember 15 

22S 

Due December 15, 1947 

TREASURY DEPARTMENT, 

L OPFERII'OG OP BONDS 

OFFICE OP THE SlrollETABY, 

IV481Ii!IJ1to", Duember 5,1938. 

1. The S«retary of the Treasury, pursuant to the authority of the Second Liberty Bond Act, 

l!)prOI'OO September 24, 1917, as amended, invites subscriptions, at par, from the people of the 

Coittd Stat~ for 2 percent bonds of the United States, designated Treasury Bonds of 1947, 

ia payment of which only Treasury Notes of Series C-1939, maturing March 15, 1939, may be 

tend<~- The amount of the offering under this circular will be limited to tho amount of Trcns

•l'l' Notes of Scl'ica C-1939 tendered and accepted. 

n. DESCRIPTION OF BONDS 

t. The bonds will be dated De<cmber 15, 1938, and will bear interest !rom that date at the 

rate of 2 percent per annum, payable semiannually on June 15 and December 15 In each year 

oatil the principal amount becomes payable. They will mature December 15, 1947, and wiD not 

he subject to call for redemption prior to maturity. . 

2. The bonds &hall be exempt, both aa to principal and intereat, from all taxation now or here

after Imposed by tl1e United States, any State, or any of the possessiona of the United States, or by 

aoyloeal taxing authority, except (a) estate or inheritance taxes, or gift taxes, and (b) graduated 

.ldditional income taxes, commonly known as surtaxes, and exe<!ss-profita and war-profits taxes, now 

or he~after imposed by the United States, upon the income or profits of individuals, partnerships, 

IJOOei.\tion.s, or corporations. The interest on an amount of bonds authorized by the Second Liberty 

Bond Act, appro\'ed September 24, 1917, aa amended, the principal of which does not exceed in the 

aw"egate $5,000, owned by any Individual , partnership, association, or corporation, shall be exempt 

c..., the taxes provided for in clause (b) above. 

3. The bonds will be acceptable to secure deposits of public moneya, but will not bear the cir· 

rolation privilege and will not be entitled to any prlvilere of con,·eraion. 

4, &arer bonds with interest coupons attached, and bonds registered as to pri.ncipal and in

ttrost, ll' ill be issued in denominations of~. $100, $500, $1,000, $5,000, $10,000 and $100,000. 

Pro\'ilion will be made for the interehange of bonds of different denominations and of coupon and 

l\'liste~ bends, and for the tranaler of registered bond&, under rules and l'tlJUiationa prescribed 

by the Steretary of the Treaaury. 

5. The bonds will be subject to the ,eneral re(Ulations of the Treasury Department, now oo· 

htrearur Pr<*l'ibed, aoverning United States bQnda. 

Ill. SUBSCRIPTION AND ALLO'J'HENT 

I. Subscriptions will be received at the Federal Reaen•e banko and branches and at the Treaa· 

01)' Department, Waahington. Banklng institutions generally may submit aubaeriptiona for ao

eount of customrrs, but only the Federal Reserve banka and the Treasury Department are author-
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iud to aet ., oflleial agencies. The Sec:retary of the Treasury reoervea the right to •lost tht bciob 
., to any or all subscriptions or classes of subscriptions at any time without notice. 

2. The Secretary of the Treasury reservea the rlgllt to reJect any subscription, in •·hole 
part, to allot less than the amount of bonds applied for, to make allotments in full upan .;'" 
tiona for smaller amounts and to make reduced allotments upon, or to reiect, appHeatio., ';" 
larger amounts, or to adopt any or all of said methods or such other methods of allolln•nt ~ 
classification of allotments as shall be deemed by him to bo i.n the public interest; and hia a«ioo"' 
any or all of these respects shall be final. Subject to thoso reservations, all subscriptions will lo 
allotted in full. Allotment notices will be sent out promptly upon allotment. 

IV. PAYMENT 

1. Payment at par for bonds allotted hereunder muat be made or completed on or bo!ort o,. 
eember 16, 1938, or on later allotment, and may be made only in Treasury Notes or Stries C.i9:! 
maturing March 15, 1939, which will be accepted at par, and should accompany the aubacri~ 
Coupons dated March 15, 1939, must be attached to the notes when surrendered, and ~~«rued ;,. 
te,..st from September 15, 1938, to December 15, 1938, ($3.770718 per $1,000), will be paid follw. 
ing aoceptance or the notes. 

V. Ci:NERAL PROVISIONS 

1. Aa fiscal agents of the United States, Federal Reserve banks are authorized and l'tq1liCH 
to recei\'e subscriptions, to make allotments on the basis and up to the amounts indicated by the S... 
retary of the Treaaury to the Federal Reser\'e banka of the respeetive districts, to issue al1011n<o1 
notices, to receh·e payment for bonds allotted, to make delivery of bonds on fuJI-paid subKriptifltl 
allotted, and they may issue interim receipt.s pendina delivery of the definitive bonds. 

2. Tho Secretary of the Treasury may at any time, or from time to time, prescribe supplomccld 
or amendatory rules and regulations governing tho oO'ol'ing, which \Viii be communicated promptly 
to tho Fodoml Reserve banks. 

' 

HENRY MORGENTHAU, Jr., 
Secretaru of tht TrllJIIIJT. 

(FilM with the DiYitlon of t.he. Ftde:ral Rerl•tu. "Dec. 6. 1938) 
.... _._, __ ,_-.u ,, ..... 
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TREASURY DEPARTMENT 

INTER OI"F''CE COMMU NICA1'10N 

OAT& Dec.wer 15, l.938o 

fO l.lr o White 

Uro Hooker 

The price paid ! or new~ Bdned dcaestic eil.nr hu rell81ned at 
64,£,1. cents per ounce for the entire ;year 1938. On the other hand tile 
G"'-.erol index of eoamoc!i ty prices and the index of prices of •tal.s and 
'..,w products of the Bureau of Labor Statistics have both declined. 

January November Percent 
1938 1.938 Otanp 

Pri ce or newly mined 
domestic silver 64.64¢ 64.64¢ 

B.L.S. general whole-
sale price index 80.9 77.3 - 4·4 

B.L. s. index of prices 
of ~~.etal.s and metal 
products <)6, 6 9So2 - 1.4 

lf the price of new~ aiDed d.-stic eU•er had been .djuated to tha 
~e in the seneral whol.esel.e price index i t woul.d now be 61.76 cents 
per ounce and to the change in the index of prices of •tal and •tal 
products it woul.d now be 6), ?0 cents per ounce. 

\ 
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Deoember 15, 1938 

Talked to •he Prea1dent ot tne Un1ted States 
and tnanked n1a tor all the baok1ng he nae g1ven me 
on tne Cn1neae loan and a lso tna• ne gave me tne 
opportunity to do this. Tnen ne said, raoet1ously, 
•All you nave got to do is every day put a little 
oi l on your tongue. • I ea1d, •Well, tne tn1ng I 
8JD worrying about 1a tna'C rrom now on the De1110oratio 
party 1e going to nave a monopoly on tongue oil.

1 

Ke laugned; very jolly; and tnen ne ea1d, "Kave 
ypu neard tne Br1t1en are go1ng to go along on tb1e 
tooT • I aa1d, ' No. • He ea1a, •I talked to Eden 
on tn1a and~he ea1d ~ "I think tne Br1t1en will do 
eooetntng.• 

' 
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229 Deceober 15, 19~8. 
3:2~ p.m. 

!:}JJ'r: Hello • 

op~rator: Ur. J ones. Go ahead. 

;l'JJr: Hello . 

Jones: 

"'1Jr: 

J: 

::.!Jr: 

J: 

!'.l·Jr: 

J : 

H'JJr : 

J : 

Hello. Well, does the matter look all right to you? 

sure. I 0 . K. ' d it -- eo <lid the President . 

Yes , well , he's O, K. ' d it-- what did you think ot the 
preu release? 

It.'e all right. 

I thought we ought to put a little ot that •aoooeh1 in 
ther e , huh? 

That ' s all right. 

Wel l , do you -- do you agree t o that, or don't you? 

sure -- sure -- I O.K. ' d lt tlrst · then he took lt ove~ 
tO Wel~. He had hie whole gang tosether; then t hey went 
over to the 'Nh1 te House. 
They O.K. ' d the press r eleases as well ae the other, huh? 

iCIJr: so I understand. Everybody ' e done 1t but the good Lord. 

J : 

;;::.rr: 

J: 

:;J!Jr: 

J : 

i\JJJr : 

J: 

!!!!Jr: 

J : 

Good . 
I don ' t ~~ow whether you want to consult Him or not. 

I don ' t think I ' ll bother Him this af ternoon. 

D1d the boys tell you t hat Roper bas resigned? 

No , ! di dn 't know it. 

Yes - out on the ticker. 

Is that eo? 
Yes -- yes , I thought that we& whet you were calling me 
up about. 
No -- I guess -- well , I guess Hopkins goes in then? 

!!l!Jr: I suppose eo . 

J · Yes. 
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J : 

!iUJr: 

J : 

J : 

:-ur: 

J : 

J: 

J : 

J: 

l'.!:Jr : 

J · 

- 2 -

I told HarrY -- I said, "Harry' -- o~ . this wae about & 

month ago 

Uh-huh. 

I sai d, •what the hell do you want t o be l ighthouse
keeper tor America tor? • I said, "You've got a good 
Job now. • He said, "Well, wha t do you figure?" He 
said , "Well, what else 1s there over t here?• With t hat 
and t he Alaska fisheries. 

That' s right . 

I eaid , "You l ook after the lighthouse and the seals u,p 
in Alaeka. • 

well, he 's e;o t ng t o oper a t e on ttoe big business cen now 
end convince them t hat he 1s a saf e candi date tor t he 
pr esi-dency. 

I see . I see -- well - -

That gives him t he right contact, you see7 

I see . I told hi m, I sa i d he could have the l i ghthouse 
J us t t he lighthouse-keepr r. 

That's e l l right . 

'1ell -- th1e Chinese t hing -- I •m very happy over it, and 
I "'ant to t hank :,·ou f or thA coopera tion th~t I got and 
the backing. 

~ell , ! 'm del1~~ted to do it , and I ' ll let the r elease 
end ~~~olph Foster sai d t he ?resident hP-d O.K. •d 1t. 

Well, !.:ac came back and he said 1t r.e.s all clear and he 
ea i d th~t Foster w~uld call you d trectly. 

Yes , he d 1tl . 

PPrsonal ly , I ' d much rather send it tha t way than to go 
over and s it around waiting t or an hour myrelf. 

?h, yes, tha t is the nioeet way t o do 1t. 

Don't you thi nk so? 

Fine . 

Now , we' ll take up Bra~il next, huh? 
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l!J,!Jr: 

J: 

Hl!Jr: 

J: 

231 
- ~-

That ' • r16ht. 

And I' ll just consult with you as we go along. It aay be 
a month. 

All right. 

But we'll keep it under our hat until we have 

That's r ight, and not l et the fellows tell it before it 
1e ready. 

Excuse me? 

And not let the fellow s t ell it before 1t 1e re~y . 

That ' s right. 

Alright, thanks. 

Good luck. 

Good bye. 
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December 15, !g:58. 232 
:5:52 p.m. 

operator: Go ahead. 

i!I!Jr: Hello. 

He lver1ng: llr. Secr etary . 

ll1o!Jr: Yee, Guy 

H: Two ot those people are alrea~ ott -- N1cholaa 
Tagl1amonte 

H}!Jr: Uy god ! 

H: N1cholaa T-A-G-L-I-A-

!il!Jr: WaH a ml.nute -- how much -- N1cholaa whet? 

~ ; Tagllamonte. 

Hl!Jr: Ta.g 

l!: T-A-G-

AJ.!Jr: Yea. 

H: Ji.-I-A-

HUJr: Yea. 

H: ll- 0-U-T-E-

:!l!Jr: R1ght.. He ' a ott? 

::: Yea, and Daniel J. R)rall. R- Y-

\ 

!Il:Jr: Watt a m1nut.e. Dan1el J. Rydall -- how do you spell t.hat.1 

H: No, Ryall -- R-Y-A-L-L-

1!14Jr: R-Y-A-L-L-

~ : Then there 's -- ah -- we can -- we oan keep three ot tho .. 
people. 

I!!AJr: Good. 

H: I really would 11ke to coneult the colle ct or . There'• 
!1ve ot them - - we put eeven on tor them. 

Hl.!Jr: Y ••• 
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!!UJr: 

H: 

- 2 - ~33 

There's five ot them still on that have to go ott the 
nineteent h and twentieth. 

Yea. 

We oan ah -- retain three . 

H!.!Jr: You could retain three . 

H: And our guess would be from the cards and everything that 
the three moet efficient would be James Warren - -

~~r: James Warren --

~ : And a woman by the name ot Jane A. -- Jane Ann Gallager --

'!I:Jr: Jane Ann Galleger -- Yea. 

!!: And John A. Gaffney. 

H~:Jr: Gaffney . 

H: G-A-F-F-N-E- Y-

' HL!Jr: Would you want to consult me? 

H: 

?!!.!Jr: 

H: 

?.'..!Jr : 

v. ... 
!:-:.:Jr: 

H: 

Hl!Jr: 

H: 

HlJJr: 

H: 

Hl.:Jr: 

tlow the other two -- I don't think from t hese records here 
that would be of any parti c•Jlar benefit to us, than which 
we h~d on these temporary appointments. 

Yea. 

And both of them have to go ott the twentieth. 

I see . 

There's R1ta U1ller -- R-I- T-A-

R1ta U1ller, yes -

And John J. Schafer 

John J. Schafer . Now before -- you want to talk to the 
fellow and let me know tomorrow? 

well, I want to talk to the collector and he isn 't -- he 
isn't at the - - he has gone down today to see h1e mother. 

Well, will he be around tomorrow? 

I doubt very much if he will. 

Well, what do you think, wbat'e-h1e-name coming 1n here 
at t our --when do these - - the laet two go ott on t he 
twent lleth? 
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i!!!Jr: 

l!: 

Hl.!Jr: 

r. : 

;c!Jr: 

?.: 

:Wr: 

!:o 

~: 

H~Ur: 

!!l!Jr: 

r. : 

i!::Jr: 

'!!.!Jr: 

H: 

P.UJr : 

H: 

HllJr: 

E· 

BlLJr: 

- :s -

Yes. 

~ell, that's Tuesday, ,1an 1 t it? 

Yes. 

Could you let me know by Monday? 

Yea , I can do that. 

would that be t1me for these ot here7 

£.34 

Let' s see - - t he nl.tteteenth - - t hat' a Monday - - um-bm -
Well , I tell j ' OU, we ' 11 -- we' ll talk to his assistant. 

Yes. 

I 'll tell you what would be t he beet solution to it. 
suppoelng we keep all five of t hese on tor ten days, and 
r.~'ll -- in the r egular order , we'll get the recoacenda
tion ot the collector, but we haven't a place tor any more 
then three. 

But you wi ll keep the five on until the ten daya7 

Yes . 
Why don ' t you say keep them on until the thirty-f1rst7 

I'll keep them on until t he t hirty-first of December. 

And t hen after that you ' ll pick uree. 

Yes. 

How• a t hat 1 

Alri ght. 

Fair enough? 

Yes. 

Keep the r1ve on unt il the th1rt y-f1ret . 

Yes. 

And then p1ck three out ot t he beet f ive. 

Yea. 

Alright. 

\ 
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It be 's got anything to eay about a preference on this
but j ust trom the record here, tboee three I gave you are 
t he ones we 'd want to keep it we juet had t he paper 
record. 

i!llJr: Alright. Fair enough. 

H: Alright. 

mr: Thank you. 

\ 
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)!1JJr: Yes? 

December l5, 19:58 . 
5:12p.m. 

Tott.JD:I CJrcoran : I've talked •1tn our hero ot tne wooden leg. 

H'.IJr: You what? 

c: I've talked •itn our her o ot the wooden leg. 

!!:IJr: Her o ot tne wooden - -

c: Fourth and the sixteenth district -- Ur. Fay. 

;!:JJr: Oh ! 
C: And be •ould teel perfectly happy over that arrangement 

tt t•o men - -

:t:Jr: UID-hm. 

C: Who are about to be tired -- or are not tired --

H!,!Jr: 

C: 

~!Jr: 

C: 

C: 

Oh those? Those those two are ott. 

No , it's another two that are being threatened. 

Pardon IDe? 

Another two •bo werPn 't put on at all. 

Yes? 
TT10 tello•s in the offi ce, he oays, is the result ot 
inter-ottice politics aris ing out ot thie thing 
two telll>•e who were on the payrol l long before the 
election -- one ot tbeiD is Doles -- D-0-L-E-s-, chief 
office deputy. 

!!l!Jr: W11.s wnet 1 D-0-

C: 

:-:J!Jr: 

I'• .. 
:i!JJr: 

C: 

L-E-S

D-0-L-E-S-

The chief ott1ce deputy . 

She's been tired? 

She's been asked yesterday to resign. 

' 

C: 

Chief office deputy --
And the other i e a-- I'll read you the little note I 
took down troiD gy telephone conversation -- "Joe Rigg1.n• 
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c: 

;c.IJr: 

C: 

~::.rr: 

C: 

~r: 

C: 

C: 

C: 

C: 

~:Jr : 

C: 

0 r : 

"· .. 
u:!Jr: 

C: 

~'l:J (': 

C: 

- 2 - :37 

hP s notified William Layer -- L-A-Y-E-R- -- a de~uty col
lector in the New York office, t.h~t he ~u!t resign b ecPuse 
:~1st1e Sullivan wants Layer ' s place for one or Christie 
Sullivan's men.• 

Thls 1e getting too deep f or me. Serlouely, I don't want 

I wouldn 't if I were you either. 

No. I -- I--

If we could hold those t\'IO - - t hen we could be out of the 
Fay situation. 

Willi am what? How do you spell it! 

W1lliP~ Layer -- L-A-Y-~R-

L-A-'!-

E- R-

E- R- . I tell you what I am going to do . It's late now 
t omorrow I 1 11 call up Helvering and I • m going to tellhilo 
t o contact yo•J. ciirect. 

All right then. 

An~ I'll l et you work with hi m, because --

It isn 1 t something tha t yo•.1 should be bothered with. 

t!o . Honestly, but I 1 11 tel l Helver1ng he should work with 
you direct, and !f you'll do that, I ' m sure he 'll give 
you service . 

Thank you. 

Is tha t all right? 

F1ne . 

Swell ! 

Thank you. 

Thank you. 

Good bye. 
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Secretary of State , 

Washington, 

730, Dtcon~Er 15, 11 a , m, 

238 

GRAY 

BErlin 

Dated Dtconbtr 15, 1938 

Rec ' d 8 :35 a .m. 

No, 39 , FOR TREASURY FROM HEATH, 

I om leavi ng tonight for thrEE wEeks vacati on, !ly 

addrESs wi ll bE Hotel Qutlltnhof Arosa, SYiitztrland, 

The Embassy will continue to report direct by telegraph 

on any i mportant financial devElopmEnt . If for any reason 

it is dtsirtd to have me return to Berlin I can do so 

within a fr:t1 hours , 

RR 

• 
' 

GILBERT 

: 
! 
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GROUP I(EETING 

Present: 

H.LI.Jr : 

Oliphant: 

H.M.Jr : 

Oliphant: 

H.!I. Jr : 

Bell : 

H.'4 . Jr : 

Bell: 

H.M.Jr: 

239 

December 16, 1938. 
9:30 A. ll. 

14r. Oliphant 
l.lr. Gaston 
l4r. Haas 
14r. Taylor 
llr. Banes 
l4r. Duffield 
14r. Lochhead 
llr . White 
».r. Bell 
llr . ».cReynolds 
lliss Chauncey 
Ur . Gibbons 

(H.U.Jr. and Mr . Oliphant t alking together . ) 

And so what? 

I would be inclined to say no unless you thought 
otherwise . 

Well, there i s our Public Relations Counsel. 

Could I have the benefit of your judgment too? 

I don 1 t know. Talk to him first . 

Ylell, Dan, did you come up for air? I didn't 
expect to see you. 

Why? 

I t hought you were sunning . 

I am. 

George and White - Haas and White, who have we 
got, for instance, on a question like this, I 
can refer to? Would it be advisable if, for 
instanceJ I decided to sell five hundred million 
dollars worth of R. F. C. notes 1n January, 
FebruaryJ to build up our balances, so I might 
want to temporarilY stop selling bills. Who have 
I got i .n the Treasury who knOWS anything about that? 
Have I got anYbodY 1n the Treasury? 
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I think there are men in both shops w1 th 
r espect to it, specifically; most llkely George's 
shop. 

Rave you got. any men? 

Ilo . 

Harry Seltzer would be good on that. 

I don•t think Seltzer is worth a damn on this . 

V:hy not let a couple memoranda be submitted? Vie 
can get them together quickly enough. 

I ao using this , not that I really want it so 
much, but to bring out the point I don't think I 
hnve got anybody . 

Very definitely, there should be men in your 
Research organization to answer t hat question. 

I am just r aising it. It is wrong, for heaven ' s 
sake . I called on Hanson and said , 11 Give me a 
onemo on 1 t. n 

Hanson doesn't know anything nbout it . 

There ar e two approaches to that problem, Yr . 
Secretary; one is technical, which appears to 
be George's shop - he can handle it, as •;ell a s 
t he theoretical. In addition to his oen, in our 
shop we can handle t he theoretical aspect . 

Supposing I get a memo from both pl aces Monday 
oaorning. 

o. K. \'.'hat was the problem'l 

Supposing I want to sell five hundred million 
dollars of Federal Reserve notes 

R. F. C. 
Do I want to let my bills run off? What if I 
don•t; what will it do to the bank balances, and 
so forth, and the whole picture? Here we have 
this tremendous influence on reserves and bank 
balances and all the rest of it, and I don't think 

• 
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we •ve got a first class man in t he Treasury that 
can answer it. It I'm wrong ••• • • 

I think you have, llr. Secretary . I think in 
justice to yourself you ought to bring do~ a 
first class man and let some or our fellows 
along with you • • • • • . ' 

Harry Seltzer'* got no training along these lines. 

Oh yes, he has . 

~~ere did he get it? 

He got it in Detroit; he was Financial Counselor 
for a Fund . He .had .a good job, for which he got 
more money than he ' s getting now, some years 
back in an investment corpor ation. And Murphy 
handled the portfolio bond in one of the largest 
banks in New York . 

If it ' s a question of experience I haven't got 
anybody. 

I don•t think it ought to be in your section. 

\ 

There are certain monetary aspects to that problem, 
purely t heoretical; for a man having all the 
exper ience in the world, wouldn't have that slant. 
Another aspect that's at least important. 

I go a step further; I think on those questions 
of bank balances, I•ve got something definite in 
mind - getting into the possibility or selling 
securities of this power corporation. There ought 
t o be an A-A-Number One man who would do original 
t hinking for me along these lines . I - I may be 
wrong, but I just don ' t t hink I 've got anybody like 
that in our shop. Not only to advise me, but to 
advise Bell. 

Well , I don't know about these; I mean, t hese 
fellows have been i n mY shop, so I can't - maybe 
I am biased on the thing . 

Vlell , let's see what t hey can produce over t he 
week-end. 
Wouldn ' t that question of reserves overlap? 
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Wouldn't you depend on the Federal Reserve Board 
to give you that? That is rea1ly their problem. 
You could depend on them t o work that out . 

Yes , but we have the mechanics over here. Bell 
does it twice a week. Be fixes up the bank bal
ances twice a week. 

I think the men up in your shop ought to be able 
to get in touch with me. 

Be has the bank balances under his thumb , and I 
think what we need around here is rea1ly a first 
cl ass economist on t hat particular basis . 

I don't know how you reel. That ' s the way I feel. 
I mean, to sit down • • ••• 

I don' t know just what you have in mind. It' s 
a rather simple matter to tell the effect of what 
my work has on the market . 

But who is telling me, Dan? Nobody . 

I can te11 you most any time you want . Just 
open down every day I withdraw money, or change 
it ar ound one section of the countr y to anot her. 

I can' t stretch you any further ; you can't do it; 
it isn' t fair to you . 

' 

Well , think it over George, because it see.:1s to 
me there is where 1t ought to be . I ba.t e to always 
be pushtgg you. I ought to be getting this stuff, 
and have a chance to decide. Have somebody as an 
origina1 thinker; that ' s what I wantr 

Wel l , they have put some thought - I mean, on 
this problem of your balances and so on, in our 
shop. 
I don ' t get anything. The only thing I got out 
of there was that memorandum showing that the last 
period the 1ist of Government bonds i n private 
bands in the l ast seven or ei ght monthS . That was 
a good piece of work. That 'S al l I •ve gotten 
since Labor Day. 

You got two financing memorania. 
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Well, I wouldn't bring those up. 

I mean, on t hat sort of t hing you're going to 
get every man•s opinion, and two pieces of 
financing might wor k as well a s any particular 
one . 

There is one original piece of work - that 
chart showi ng the amount of Government securities -
decrease i n Government bonds . That was a good 
piece of work. 

This whol e question - you t ake this question, if 
it changes in the Socilll Security t axes, and all 
t hat, who is goi ng to follow t hat for me? 

I have been sending John a memorandUIJI on that; I 
didn ' t knov.- whether you r1anted a copy of that . 
You told me one time to work through him on that. 

That's right . 

I think part of our difficulty iS just knowi ng 
exactly - cert ain things that you hnve in mind 
that you think are important at certain times . 
You can send volumes of ma terial in here, ar . 
Secretary, on . ••..•.. 

I want to be asked; I want to be poked; I want 
to be prodded. 

We •ve got some good prodders in there. 

I don' t want t o do the prodding . 

Well , let 's see, huh? 
Yes . I think there is t he other problem, too; 
I think you ought to .check them. 

\ 

I listened to them a year ago when '1e bad them 
ar ound here for suggestions when things were going 
down hill. 
I mean on this particular specialized pr oblem. 

We are no.t going to prepar e anything; it is not 
in our shop . 
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!! • .J .Jr: !Alae? 

Bell: 

H.J.t . Jr : 

Bell : 

:~ . l.Jr : 

Taylor: 

H.U.Jr: 

In that connection, !!r . Secretary, I talked to 
Harrison on December 15 on this situation. He 
said he t hought he was premature in talking to 
you; he hadn ' t done his homework, and had since 
thought about it and come to the conclusion there 
was nothing we could do and if the situation got 
so it needed attention and was clearly up to the 
Federal and he agreed it did need attention, vdth 
a billion eight hundred mil lion dollars of reserves 
in New York City alone, he didn ' t think a with
drawal of eight hundred million would hurt the 
mar ket at all . I told him we could, in a pinch, 
redeposit s ome of the balances , but didn ' t like 
to go through that; it was an unwieldly sort of 
thing. 

George Harrison called me, and he called you. 
As f ar as I know, the Federal Reserve Board 
doesn't exist except as a damn nuisance . \ 

I called him; I called him aft er you told me about 
it. 
Yes , but supposing suddenly we r ound t her e was a 
shortage . I mean, all I ant saying i s , I try to 
do t he best I can in a day, but v1i t h so heavy -
r esponsibilities are so heavy, that I - I worry 
when . the work slackens a little bit . I mean, 
that is • •••••• 

Roller coaster . 

All right . Kac? 

1cReynolds : I didn' t know what memo • • • •• • 

:.lcReynolQ.s : 

H.U.Jr : 

llcReynolds: 

Listen, Lineback - Post OfSice .- printed the 
designs constructed by t he President of the 
Unitec States , and call up the White House and 
ask him. That is his particular thing; I don't 
care. -Lineback is his - one of his pets . 

That's all I have . 

Anything else? 

No. 

• 
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(Points to wr. Bell. ) 

The Secretary of War has authorized to sell 
certain military material to the Philippine 
Government, and the Philippine Government is 
re~uired to put up as security, United States 
Government bonds 1 and they want to purchase 
about six and a half million of Government 
securities to put up ns security, and they 'd 
like to purchase them through the Treasury. 
The Secretary of War has written us a letter. 

They have changed. This is t he sa.tae crowd? 

Bell: No, this isn' t the same crowd; this is entirely 
different. So t hat they want to buy siX and a 
half million of the long t erm bonds, to yield 
not less t han two and a half per cent, and to 
lodge these bonds with t he Treasury of t he United 
St ates until the transaction i s complete . 

l! .. I . Jr : 

Bell: 

B. J . Jr : 

Lochhead : 

!I. :!.Jr: 

Bell : 

Bell: 

Is it all right to send that a+ong? 

Yes. Who do you send it to? 

Taylor will send it . It ~Vill go through l.lr . 
Lochhead . 

Does Archie carry it out. 

Hadley ~ill watch that now. 
wanted t o br ing up the other 
tion about Government Life. 

The question I 
day was this ques-

Now, I 've taken &ood care of Governnent Life; 
let them keep it at two per cent. The difference 
between - pay tllo points , more or less - is a 
great deal· more than getting n half of one per 
cent interest. 
I don't t hink there is anY .kick on that . 

We have done mightY well, haven' t I, for Govern
ment Life? 

The office upstairs 
a half inVestment. 
along 1n the usual 
Lochhead and • • ••• 

got notice of a million and 
They sent the authorization 

channels . It went through 

\ 
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Kr . Well es wasn't t here the day I s poke about 
the bonds , so I knew you would ge t t he pressure 
f r om the Government Life, so I wanted him to know 
about it . 

Just l et t hem wait and we will buy them cheaper . 
We al ways have . 

That • s all I have . 

St er l i ng i s about 4 .67t. It did reach 4.68 
l ast night, but eased orr a little bit; t he 
volume is ver y small; doesn ' t see~ to be any 
real tendency in t he market. The f r anc is 
still fairly good . 

Harry? 

There is a little computation on silver you 
asked for . 

{Read~ memo, silent ly. ) 11 Pr ice paid f or silver • •• .\. 'I 

(Pause) 

I wish I could cal l up t he President and say, 
"~bat di d you promise Senator Pittman at l unch 
yest er day, so I can do at least as well at l unch 
t oday . n I ' d like to knOW what he promised him 
a t l unch. 

You are correc t about New Zealand; they had put on 
r estrict ions in the way of exports of gold , but 
ther e r.er e notices in the Chri stain Science ~onitor, 
w!rl.c h one of the boys l'lll!>Pened to subscribe to, 
and noted it after we l ooked it up. Ther e was 
a cable j ust came in on it . We 111 have more 
i nfor mation on i t . 

But I was right? 

You were r ight. We will pr epare a memorandum. 

They are not suppl yi ng f ul l exchange ; they have 
keot t he r at es but t he r at es, nominally - to 
be. t he s ame bef ore hand · They er e not supplying 
it as freely a s they did befor e . 

J ohn? 
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Bill Douglas is not gofng to - I don't believe 
he 's coming back until t omor row night . 

You want to stay after this meeting; tell me what 
happened l ast night? 

Yes , I was goi ng to ask you if you think we 
ought to as k for a meeting of the Commiss i on and 
l ay that thing before them this morning. 

If you stay af t er wards , and tell me what happened . 

Huh1 Wa~e? 

I ' ve got this Br azilian thing, we can do any time 
you want .to. 

I ' ll do that this mor ning . By the way, you are 
suppos ed to be my ambassador at the court of 
St . Wallace . 

Yes sir. \ 

And i s it cricket t o announce a processing tax 
without consulting the Secretary of t he Tr easury? 

He announced that a long time ' ago . 

He ' s got an alibi on that, I think· We have had 
two meetings with Dr . Ezekiel, and - - what ' s the 
other fellow's name? 

Appleby . 

Bean. 

Bean. 
Should I blow up, or doYm, or what? Hot or 
cold? 
I asked Ezekiel if theY were serious about t he 
processing tax. He said 1 serious about getting 
the money; he didn' t care how. 

:JcReynolds: 
I thought Wallace was serious about t he " how" and 
didn ' t care about hOW much. 
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Vlell , what I was getting a t, should I s t art some
thing in Cabinet t his afternoon on processing t ax 
or will he come back and say, •well, Hanes and 
Taylor know all about it .• 

No . 

I expect he will say that; he ' s got a reason to 
say that, because Ezekiel had a two-hour session 
with him, and I had him for lunch with Foley, and 
somebody else; I •ve forgotten who the other fel
low was. He's had four hours with us, and I 
think he ' d probably say we were familiar with 
his view point. 

How would it be, in t he Uonday after noon press 
conference, if somebody asked me if I had chan&ed 
my viewpoint on processing taxes and I said, "No, 
I am still against processing taxes . • 

I think 1 t would be dandy. 

I'd think about it a little bit before I said 
that . 

I have said it before . 

\ 

Have you? I think i t is jus t a question of whether 
it is the right time to say it. 

Think it over, Herbert . 

Off hand, I don't think it would be a good idea . 
You are not t alld.ng about what your recommendation 
is goin& to be about taxes . I think I ' d pay no 
attention to Wallace . 

No but I can talk about what I am •agio. " 
so' today I hope they will write a story about 
all the conservatives I am surrounded by. 

Reactionaries - no t conservatives. 

Wayne? 
I haven' t heard back f'rom that Dr. Bl ack, and 
Jesse Tapp on this las t conversation we had 
over there, i n my official post as ambassador. 
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I see . 

They are supposed to be doing the question and 
answer al ternative thing t hat any child could 
under stand, you see . 

In the hopes t hat I could? 

I thought maybe, 1f I could, it would be easy 
for you. 

Deeply associated with Agr icult ure . 

Could you come in at eleven forty-five if you 
are free , on Brazil and clean it up. That is 
just you and Harry and Archie . 

Yeah. 

And, Harry, are you going to short the Uphill and 
Downhill letter to Ur . Hanes before he lenves 
town tonight ? 

He was just going to let rne knov. when he had a 
moment . 

Eleven forty-five on Brazil . 

The Attorney Gener al. has approved the site 
for the radio station; the title'S clear; it•s 
all ready to take over . 

Fine . You v;ant to ~;et int o t he ward politics 
in picking who soould and shouldn't stay in 
Ur . Fay •s distri ct in New York? 

I should think ~r . Fay should be - I mean, 
Internal Revenue, and stuff like that appoint
ment. I should t hink f!r , Fay - the men are 
good he suggests - for my part they ' re equally 
as good . 

You want to get in on it? I was going t o try 
to turn it over to Guy nelver i ng . I t r ied t o 
yester day but found I was i n the midst of war d 
politics . 
Would you be interested in seeing Joe Biggins , 
who is Collector of Internal Revenue on the 
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Supreme Court ••• . 

Ylell.? 

t.!ost Supreme Justices of other laws at their 
elbows . I think he' s a good lawyer; he's been 
a sv1ell fellol'l l'lith us. 

Yeah. Well, I couldn't - he ' s good as a Collector 
of Internal Revenue; whether he 'd b~ good for the 
Bench is beyond me . 

If you don 1 t want to get in on it, I am just 
going to turn it over to Guy. You want to get 
in on it? 

I 1 l l. t alk to Guy any time he wants, but it'S 
Guy's job; he's got to t ake care of his shop. 
Fay , I don't think, is going t o be such a 
sweet smelling rose . 

There is one figure on these November figures \ 
we put on these balloon charts I tlunk will 
interest you . I have a miniature toy balloon 
chart. This f igure her e - you see, t hey are way 
behind on Public Vlorks ; now t hey have even started 
this figure belo11. 

On that, I'd like to study those a little. Just 
let them go. 
It is not all Ickes. Public Works includes it 
all; his are dotm too. 

Did Cy tell you Jesse Jones - last night - did 
Cy tell you Jesse Jones might kick a little bit 
about the notice that is going out to the Anglo
California stockholders? 

No one ' s t alked to me about Anglo-California . 

There is no reason you should knot~ 1 t unless 
Jesse ca.l.led up and objected . He v1anted to 
reason nwe •ll have a barbecue and, maybe, t alk 
about ;ome stock." Since it ' s their responsibil.ity 
t hey made a detailed announcement, and he might 
kick a l.ittle bit. You will knOW about it if he 
does. 
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He ca11s me a cou9le t imes a day but he hasn ' t 
said anything about it . 

I don ' t think he knows it 1 s been changed . That ' s 
all . 

I don ' t kno\7 l'.nythine t his mornifl8 . 

In the f ami l y , I 1l l t ell you a good Jesse Jones 
s t or y . He called up in t he mor ning : "I don ' t 
thiM we di d a S\fell job, carryine t his thing 
nll over Washington to ~;et i t i nitial ed , " - t his 
publ icity on t he Expor t -Import Bank, and after 
everybody initialed it, and ;,ac got the President , 
Uac told me Foster not ifi ed Jones and Jesse called 
me up . He sa id , nis it all r i ght to go ahead with 
it?" I said, n~e11 , J esse, Sumner We1les had a 
s t aff meeting and t hey appr oved it, and t he 
Pr esident ' s a?proved i t; it ' s all r i ght , " and he 
s aid , nBut what abo•1t that publicity s t atement? 
I s that al l r i ght, Henry?" I sai d , nsure, I ' d 
let i t go . " nwell, now, Henry, i s t hat publici t y 
al l r ight?" "l au pr oved it and Sumner Welles 
appr oved it . " I said,"Li s ten, J ess e, do you wa nt 
God t o approve it?" He said , 11 No~ we won' t bother 
him this after noon." (LI\ughter } 

Now, lis ten, if t ha t story gets out~ I 'm going to 
look ar ound t his room. (Laughter . ) But I 
thought i t wa s a good story. 

I ' m af raid there will be a leak, so I guess I
1
d 

better ge t to bat fir st. 

Get i t out straight . 

Good old Jes se; he ' s r ead t hat over again: •I , 
J esse Jones announce •..•• 11 He t hought I was going 
to say something . That ' s the kind of thing t hat 
makes you l ove him. 

Funny t hey told rae at a quarter till four l as t 
night' they were pushing t he thing out, and i t 
didn ' t come over the t icker until four t hi r ty . 
I don 't knOW what t he complication was over there. 

Was it on t he f r ont page of t he Tu nes? 

Yes , a long story; a good stor y. 
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A good story, well. handled . 

You all right, George? 

(Nods nyes . n) 

Duffield, you all right? 

(Nods "Yes . n) 

Her bert? 

I ' m all r ight. 

Thet matter of stopping a lot of t hose little 
gold license cases is going through the l egal 
shop you asked me to speak to you about; they 
are all routinized. 

All r ight. 

You •ve got a new Acting Director. 

o. K. - sold. 

252 

There 
shop . 
legal 

is no need of their going through the legal 
We 1 ll keep our eyes on those involved in 

questions. 

\ 

Sumner Welles asked me last night whether Yle 
agreed with the new Counselor of the Export
I mport Bank. Be is very much bothered . Be is 
saying tbct the EXport-Import Bank has a right to 
make loans to Gover nments ar¥1 Sumner Welles has 
b een saying, consistently, we don 1t , and he is 
terrificall y bothered, and he 1d appreciate it if 
you ~ould give him, a nd me, an informal ruling. 
Nothing haS happened t hat has disturbed him so 
much. Sumner said, "Gee, t hat ' s the worst thing 
that's happened in a long time. 

Sumner Welles is way off the deep er¥1 on that, 
because the first loan made by the Export-Import 
Bank to a Government, which was the Cuban 
loan, wa s the one that he arranged. 

Tbat iS wby t he thing was created 1n t he first 
place; t he Bank was created tor loans to the 
Governments. 
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Well , anyway 1 he asked me . I was asked at my 
press conference blonday 1 "VIhnt about it1" I 
said, "I don ' t know." The next day, on the 
record, he makes a statement at his press conver
ence tha t it can•t . I said, "I don ' t know, 
gentl emen," and he went on the record t hat it 
can not . Now he 1 s hot and bothered. 

I thought it was the one exception. Is t hat 
under the Johnson Act? 

It's an exception under the JohnSon Act . 

Taylor, you say he' s off the deep end . You know 
he did it after my press conference. 

I •11 give him a litt le essay on the history of 
that bhing . 

\ 
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iU. GOV£RNIIi:.!lT POII!i;R CORPORATION December 16, 1938 . 
10:40 a . m. 

Pr esent: 

ii . .. . J r : 

;;.Uflelc : 

r o> ldY : 

;Juffielcl : 

H . ..: . Jr: 

Duffield : 

B • .A . Jr: 

l!r. Banes 
!.lr • 'fay lor 
iAr. Bell 
Mr. Foley 
:Ar . Duffield 
Mr . ll~rtelt 

1.11 right , y..> u power boys, ta~ke it short e.nd snappy 
I t old llr. Bell I ~;ould keep bic only five minutes .· 
Where hra yc u at? 

('i'o ~ oley) Want t o talk? 

Go ~ne1.J . 

•~e 've been n£.stily over t he ground and we don't see 
a ny thing th~ t would prevent it from being done . There 
a r e several pa t terns of fin& nclng set up on these 
thi ngs already, and you r eally hove to cut your 
c l o tn to each of those patterns ; but it can be done . 
lhere is, as fa r as we cun tell, ~bout a maximum of 
something just a little under 50J mill i on dollar s of 
bondable properties now . Tha t doesn't include the 
•io r Department s tuff, on which we are Just now getting 
figures , but that, we •re told , is no t very large . 

Now, that ' s the maximum . It depends on -you'd have 
t o decide if you wanted to bond them 100 percent or 
what per c entage . And t ha t does include some water 
irrigation properties ,\'tlich are t o be amortized but 
which don' t pay any interest. And if you incluoe 
them at lJO percent you'd have t o give the corpora
tion an annual appropria tion to puy interest on those 
properties . 

~ell, can't you • . . . . 

Now, 11' you go eheaJ - i f you did t his for construc
tion now author ized ~nd under way, by 194J you' d have 
somewhere a round a billion 400 million dollars of 
thls stuff. 

t1ell, can you men gi ve me a memorandum l.!onaay morning 
first listing the pro jects - I ' d list them, then I ' d 
say bow much has been spent and how much you think 
they could be capitalized for. 
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(Handing Secretary sheet of figures) This is 
cxclusi Vtl o f the 'liar Deportment. 

At present, T. V. A. , 116 million . 

Tht~t • s lt- wta l cost, power. 

That must be t he expenditures t o date . 

Tha t'S right . 

No~ tne tot&l cos t . 

l no t 1 s not - we've go t the o ther list t here . 

ol million dollars for power . 

Uay 1 explain : there ore two lists, one being 
expend! t ures to d ate, wl tb tne power section; the · 
second list contemplatea total expenditures . 

1/hich :me shall I read? 

Tha t's t he pr esent. 

T. V. A., 116 million - 61, poNer. cupposing 1 sold 
bl mi l lion doll:; rs worth of bonds . Do t hey earn 
enough t~ t pr esent? 

!lo t at present . None of these pro jects will ear n 
interest f or maybe even f i ve years . 

Nell , n~w much of toe 61 is good? 

It you char ge it specifically t o power, they pr obably 
don ' t get t ha t much money in, but if you charge i t 
t o the whole project, they probably will. ~hey had 
t en mill i on dollars of r eceipt s last yeer from all 
sources . 
Now if you jus t t ake a few minutes - terribly 
important - l e t me tell you what I got i n my mind . 
Then you fellows tell me where you differ. 

Let ' s go b&ck. I ' m just talking about power. I 
mean I just want t o lift that par t out of T.V. A. 
No.1 ·~te say 61 million, that ' s t heir total . Ar e t hey 
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s t ill odding t o t ba t? 

'i es . 

Oh yes. 

There ls the 

"this is "bt.t the tota l power investment will be a t 
the end . 

279 talllion, against the 61. Bow ouch •ifould you say 
figure - four percent, plus aaortiza tion, five percent -
no~ much can they affo r d? 

lhey 1 vc set up, Mr. Secret a ry, e s tima tes of their 
r evenues Hhen tha t present system is fully operating 
:. t - wbl ch they 've set up ut t nree percent interest ~ 
n il umort.lz.:. tion, but Jepreciatio n o llowances . !low, 
tney .1on' t earn those ch&r t!eS for four or five years. 
Bu t when t hey get their earnings going, they've made 
~r..>visiuns ln t hem t o r e pay interest during this 
prel1min&ry period . " O you under s t and? 

'ies, but th~ t isn't wha t I want t o do , because - I 
mea n - I mee n the rae t tha t this i s the wey t hey do -
it isn't the w&y I f eel . I want t o get this over t o 
you fellows . Wha t I want t o be a ble to snow - ~nd 
I consider lt - now, I d i dn't ask this, the President 
asked us to do it, but 1 tn1nK the by-procuct is a 
dumn sight more imp~rtant than what ne asked us t o 
do , because out o f tl~s may come for the first t1~e -
we may be rea l l y a ble to na ve the Pres ident r eally 
loo~ at ta t s, what this money is going for, end ma ybe 
ne cnn get a formula on ho.v t o set up a Federal powe r 
pr~ ject and also convince the public . llaybe we can 
and mo.ybe we can•t . fir s t ha ve t o try to sel l - I 
want t o be sold - that this money is we l l spent. 

And out of this - I'll sa y again, whe t the President 
t old us that he ' s willing to do is to write off 
anything at the beginning tha t won' t produce; simply 
say it' s a mistake and we ' ll write it off . 

Well , on the b asis of their figures, every bit of tha t 
is good in their prospective earnings, with a surplus . 

N.>\f l ook, th& vrat- t aking T .V. / .. , which is the 
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t oughest, wbat they ' re saying is they've got total 
appropriation for power, 279 million; so you'd have 
t o say for T.V.A. 279 million i s the ultimate that 
we're going to the public with, of which at present 
we cnn t ake X millions of dollars, based on the 
present revenue, and they wi ll earn X percent, plus 
depr eciation, plus amorti~ation. Now, wnat 1 want 
is another figure, see, tha t out of that 61 million 
so much could be sold 1vlthi n the next three months. 

1/ell, you see, lo!r. Secr et ary, you .... 

~o ~uch po~er or 

So much doll ars . 

You c ould do it two ways . You could either set up 
t his corpor a tion .•.. 

vo you (Hanes) see what I' m getting at, do you see \ 
t he possibilities? 

Yes , sure. 

You c ould either set up t his corpor a tion, as I see it, 
and let it bond al l of the power c onstruction done t o 
da te, which would be 61 million dollars , and annually 
appr opria te the money t o it t o pay interest during this 
if during this load building period T. V. A. doesn't 
earn its interest; or you could let this corpor a tion 
only bond as much of t hat 61 million dollars as is 
~urrent earnings. Now, you can do i t either way. 

How, my answer, shooting t'rolll the hip, is, I only 
Nant t o sell t o the public wha t the pro ject is 
earni ng, and I don't wa nt t o go to Congress the way 
•.ve do in United states Housing and a sk them f or on 
a ppropri a t ion to make up the deficit . In other 
words, I want t o s ay t o the President, perfectly 
aboveboard, "Mr. President, all T. V. A. t oday will 
support - you've spent 116 million dol lars and 
the only thing it will support i s X millions of 
dollars." And then os it be&i~ to add to tbat, 
we'll sell more bonds. But I ;rill not go to 
Congress ano ask f or an appropria tion a.nd then 
ask f or another appr opria tion t o pay the interest, 
when I•ve already borrowed the money once. 
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:.:hen there wlll be very llttle of thet. 

very little th<.t yon can do at the present tlme. 

r ug x• ee :.. lmnJ r eJ percent wi tn tho.t . 

.L>ouluer Canyon y ou c&n . 

i»uluer Canyon ana a ver y smt~ll par t of T. V. A. 

••bout five ::til lion delle rs ·comes in on Boulder. 

But tbbt's getting bigger every year , rnd you'd be 
tnro\lbh .vl ta~n a ye~<r or so . 

oy 194J, anu tney plan in 194J to earn about five 
cillijn doll,rs . 

Here ' s u toto.l of one billion J9J million dol lars . 
The President seems t o th~nr< we can sell t .'iO or 
three billion dol l ax·s . ! Nant t o snow him, "No•11 , 
httre 1 s so mucn of power ." Then along here snould 
come another column, ana , 11As of today , as of 
l.lecember 31, the clos" of the c;.lendt~r year, Mr. 
Pre~ldent, of the 484 ~111 1on expended as of December 
Jl, 193~, there ' s only s o many mill i ons of dollars 
wnlch I cbn s ell honestly t o the publ i c, because 
there 's only so much r evenue t o ~upport it . • 

'•ben lfe need to. kno .. • tne intttrc:. t r a te y:~u'd like 
to fix . Most of these people figure at three percent . 

\. e ll, you csn• t .:!o i t. Jesse Jones s old those 
Southern California District bonds around l J S . 
:leren' t they four percent 5J-yenr bonds? 

'1hey were seria 1 

1'hey were f ours. 

Fo.lur~? 

Yes . 
N..1Ul<l 
c~:orry 

But if this ha~ a Federal gu~ranty on it, lt 
sell belo., t!lht . You see, the guer hnty would 
it, ro.tner then •••• 

,\'ell , let's say three percent plus one percent for 
bwortlLstion, hub? 
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Seems to me - I' m not sure - I think it may be done, 
but I .• •• 

Wha t• s tnat? 

I•m not s ure that's tne way to a pproacn it . 

llha t do you mean? 

lo c&pitalize current earnings , you mean. 

The wuy you're talking a bout. Tbe reason I'm not 
sure about i t is, 1 tbirut this kind of a thing is 
d ifferent. In other ~ords , can't establish the same 
criteria tha t you would on a priva tely-owned corpor&
tlon anu s ay tha t we could sell - let ' s say we ' d bond 
it for 5J percent, you s ee, and t he res t of it is 
couuuon stock . 1 tbllli< you ilbve to approach it as 
being all one kind and see wha t it will support on 
thut ba~is , so tha t you will •• • • \ 

•I ell, you and I are saying tb.e same t bing . 

lie ' s t alking 
corporation. 
bonds . 

about lumping the whole thing in one 
You ' re not t alking about selling T. V.A. 

Ne1 ther is ',1ayne. 

Tbere•s a place there tnat I tbink I may want to 
argue about l ater . 

klt I'm trying t o do is - the men in the r oom, I 
want them to see how I'm to1nk1ng as of lJ minutes 
of 11 this morning . I consider this one of tbe 
most important t nings tha t ha ve been handed me, 
but f or an entirety d i fferent reason than the 
President does . The President said t o us what be 
wants to do is keep the debt from going above 
$40, 000,0JO, OOO . I told him we 're lucky if we 
keep it from going above $45, 000, 000, 000. I'm 
interested- in the mood he 1 s in, to go t o him 
and show n1lll out of all of tbis stuff bow much 
when you get all through and done can be bonded 
and sold . Now, that ' s wba t I want to do . And 
if - I don' t know, t he picture may be t errible, 
it may be so terrible when we get through t hat 
we can't do it. On the other nand, it may be a 
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very good picture. 

I think certa in parts o f 1t probably will be 
t errible, but I don 't think the power end of it 

2£0 

is so terrible. On a low interest basis, I think 
a gooa 1n0ny of them will pey out . I don • t think 
you ' r e going t o get wha t you wvnt by Monday . This 
ls a tremendous j ob . ~hut I ' d like t o suggest is 
tol&t t~e list these projects, putting dovm ln the 
first column the t ot a l cost, second column the t o tal 
amount pula t o date. 

-xcus~ me - t ot al cost to completi on? 

I 1 d say the total cost of the project to completion, 
and put down the money s pent tod.ey and the belsnce 
r e;1uirea t o complete it . 

rtnd the da te of complet i on . 

"'nd the d a t e of co:npletion. 11nd tnen r •d split tha t 
cos t int o vario us p&rts : power, flood control, navi
ga t i on, so forth . 

~an • t do t hb t on some of them, Dan. 

I thi~ you can do it if the engineer s are on the 
job . ~ney 1 ve been r e._u~l'eu t o uo i t in !IIBny plhces . 
Tbey certainly c an g i ve you some rough figure . They 
can't do i t and don 't want to give it t o you in many 
places bec~use the power won 't pay out. Fort Peck -
Just wasn 't any excuse f o r lt, except it was a 
work project. Everybody will tell you that . The 
only powEr outlet they have is f or irrigation pur
poses and the reclamation . ll11ven't been able yet 
t o g i ve an estilllhte of the power r e4uirement . But 
a nyway, it will show up fo r the purpose you want it. 

Then I thi nk, going from there on, you list the 
various Kinds of revenue tha t you 1 re goi ng to get 
in on tha t pr o ject, and from tha t point on yo u can 
sa)' what you want t o capital ize it a t - say, li 

three and a half percent r a te, is what Bonneville 
is figured on ooulder Canyon is figured on a 
f our percent ;ate, 50 years, isn't i t, Eddie? 

Xes. 

5-> years . 
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Yes . 

'lhey s ay Bonneville will pay out in forty yea rs, 
~nree and a half percent r Ht e , co1npleted . 

aov1 a1uch of th<o t is f o r bmort l~a tion? 

Be h:.sn ' t got a ny ~mortlzetion iu thot . ae just 
aupreciates his properties . ae h~sn•t got any 
u.~;>rtizt. t.i.on, as I unders t ond 1 t. Nne t he 's ••• 

>~h1• t ' s going to il~ ppen at tne e nd ol' tne time? 

lie's goill8 to r efund, becnuse - but he would lu!ve 
e new pl:.nt , because he ' s depr uciuted . 

'J.h.:.nk he woul d mt.i:ttein hi s current repeirs, keep 
his p!unt in current condition all the time, out 
of tnat. 

Maybe s o . I may b e wrong about tha t. 

261 

llut it seems t o me tha t's the wu.y t o appr oach it . 
And ~ fter you get your picture and the part of tne 
project tha t ·sill produce r e venue, tha t• s the pert 
you wbnt t o capita lize. 

Now you come up ag~>inst these irrigntion things in 
the r eclamation projects, wnere they neve a schedule 
or amortizatio n but no schedule for interest pay
illent s . 

J.h~;t ' s r ight. 

~.hut y .;> U going t o do w 1 tn t hem, split it? 

You•ve bo t t o c q>italize lt un Sol\le rate s o tlu!t it 
w.l.ll wri t e off c bout 5.> percent of the principal. 
That ' s toe only way you oun do . 

1 see. liut you won't try t o ta ke those and set them 
asiue . 

~ m1l~i~n dollar project probably be capitalized 
around a half million a t U1ree percent. 

•bat's ;that you want t o try t o do , instead of split 
tbe111 ~:= ;lUt tbel!l a side . 
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1he irrigation projects will have to be put in a 
separate category, because tbey go into the 
reclamation fund. 

Goes int o a separate fund -except Boulder . 

262 

.Yell , gent lemen, I don't say it bas to be ll.onday, 
but certainly by Tuesday I 1d like to have another 
mee ting . I'd like t o keep pushing this thing. And 
I wanted you people to know and I want to know this: 
flgure this thing tnrough t o December 31, tbe end of 
the calendar year; bow much i s tbere that we could 
offer t o the public which would - wbere tbe r evenues 
would support tha t ? 

On present income. 

On present income . 

we can give you that briefly, because there's very 
little present income. \ 

Very small. 

liow much? 

Probably not more tban tbree million dollars. 

l h!s year. bell s ays ten million. 

T. V.A . is getting t en million dollars of revenue, but 
some is coming from fertilizer. 

but poHer - I couldn't sell over taree million? 

No, tha t's the interest. 

Well, figure it for me: t nree percent interest, 
one percent amortization. 

~le can do it. 

~bout a hundred million dollar s. 

About bow much? 

About a hundred million. 
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~ven if we made a start, if the President would 
agree t o start. . . Will you get word t o me when 
you 1r e ready? Let ' s have it by Tuesday . This 
put~ Taylor t o thinking about lt and Hanes to 
thi nking about i t. And Bell and the rest of 
us - we ' ll all be thinking about it . I ' m very 
much i nter est ed ; I thi nk it's great stuff. 

I t oink you would be i nt e r es t ed i n the Boulder 
v;,nyon sta tement . I t was prepared i n 1933 and 
i t ought t o be br.)ught do.vn t o d ate t o show t he 
complet e ;icture , Eddie . Kuboch (~oief Accountant, 
rlecl~~u tiJn Bureuu) could do that . I t i sn ' t 
~ubuch, thouga, i s it? 

Tha t' s his . 

• ll t ha t Naa t you meun - t oa t 1 s down t o d a te? 

No, tha t ' s June 19:33, if it ' s the same one . 
Hell, it ' s good enough for this purpose . I Just 
.van t ed t o snow you, Mr. Secretary - thls i s r a ther 
complica t ed, b ut I just wonted t o show you that they 
s t art out in coulder Ctmyon - ther e ' s the City of 
Los Angeles contract, her e ' s uno ther contr act; here 
i t snows you the t ot a l cos t and the r evenues produced 
over f orty year s, and r educing your debt es you go 
along . Here's your flood control. Now, tha t's the 
4ind of a thing we• d want, except that you don ' t need 
y ear by year; you c an do it a s ~ fla t sum annually . 

Now keep a t i t. I consider this very important, 
becuuse if -.. e•re ever going t o convince the American 
public that we' ve spent the money well, I don' t know 
a better way t o do it than thls way . 

~ou can t ake off al l your phys ical properties and 
bond them e nd 1tlen chnrge er. ch d apartment rent every 
year. 

b hhh, sllhh ! 

~ mean if you're going to do i t, you can go the whole 
nog . 

No, I don't go "Shhh" but t hat ' s something entirely 
different. nnd lis ten, by the time we do this Job 
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here tond t ""ke this end t olte the Greenbelts and 
every th.ing else, and run through this th.ing, I • 11 
have you fellows r agged . Sut when we get t hrough, 
the important thing is , I 'll be educated as to 
whkt tne net wor th of these th i ngs will be, the 
Pr esident will be, t he Congress and the public . 
~nd I don ' t know any better way than t o say, "At 
three percent plus one, t his is what these th.ings 
are wortn. " 

'Iha t ' s r igbt . 

Of course, that ' s not the way you do Commodity 
Cr ed1 t. 

No, no, this is different. 

Yes , it has t o be . 

He's trylng t o get away from going back and asking 
them fo r a defic iency c ppropriation . 

t h&t ' s wh~> t I t hought woul d be a good screw t o put 
on the operator s every year . I thought we ' d l ike 
t o go b ack every year. 

This is somet hi ng else again. 
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;u: I!SSISTAIICE TO BRAZIL December 16 , 1938. 

11:45 a.m. 
Present: 

a .J . J r : 

Taylor : 

li . ~ . Jr : 

Taylor: 

l!.bi . Jr: 

Taylor: 

li. ~! . Jr : 

1~ylo r: 

c.:l. Jr: 

Taylor: 

ii.!! . Jr: 

1&ylor: 

H. l5 . Jr: 

llr. Hanes 
t.lr. Taylor 
r.lr. Gast on 
al.r. Wnite 
ltr . Locnnead 

Now, tnis letter •••• 

This is t l:le draft wnicl:l SU.!IIJler Welles approved. 

~es . 

Tnis is this par agraph which Jesse wishes t o sub
s titute. 

I see . Now, where did th&t come -the substitution? 

'lihere I 've 

I see . 

It comes in thare, see? 

I see . I see . 

Now ••• 

Go ahead . 

I think Re can accept tba t, but add the piece tbat 
I have in par entheses t her e . 

Oh. Well, I' ll r ead it out l oud from tile beginning. 

"rdy dear llr. llinist er: 

"I nave read with great i nterest your collllDuoication 
of December 2, 1938 r egar ding financial cooperation 
between the Unit ed States and Br&zil. 

•It is gra tifying to note tha t you feel that your 
nation i s appr oacbing more and oore a situation wbere 
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you •llill b e able to reestablisb free excbange 
markets. We are pleased likewise to receive your 
expression of t he principal aims of your f inancial 
and economic policy whicb would ensure tbe relative 
stability of t be &ilreis, not only in tbe internal 
but also in international markets . It is particular l y 
gratifying t o learn of your intention to establisb a 
Central Bank for Brazil wbich migbt cooperat e closely 
witb tbe appropriate agencies of this Government, 

"As I bave already made known to you, t bis Government 
is desirous of cooperating Nith your Government in 
acbievin& the economic ob jectives set fortb in your 
communication. The form of tbis Government ' s coopera
tion, however , would necessarily be dependent upon a 
mor e def i nite understanding or t he general economic 
program which your Government contemplates .• 

Then this is t be substitution: 

"In answer to your specific in~uiry relating to the 
maximum lengtn of t ime whicb could be gr anted t o 
your Government for the payment on purchases or 
needed productive equipment, lfe can say that in 
our thinking of the problem we have assumed tbat 
this would be appropriate to the character of the 
e4uip~ent and its projected life.• 

Jesse definitely doesn't want the - be called me 
up on the phone . 

He baau't seen the l etter tbat tbe fellow wrote 
you. 

Yes. But his reason i s that if we say t ·Nenty and 
hang on t o it , we lose some trading ground. 

I don't think you lose a tbing . 

:/ell if you want to argue it out witb him, it's 
all ; i ght, but l' ll t ake it either way . But I 
want this tbing written and I want it over in 
Welles 's hands -I'll put it - by f our o' clock, 
when he comes from Cabinet. I mean so wh~n I · 
come back from Cabinet I could sign it. ano. sen~ 
it over t o tbem; because I want t his tning - I m 
going to call up Welles now and tell biJII it will 
be over right after Cabi net and I want this thine 
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cabled oown- no sense otherwise . He'll nand tt 
himself to the Br azi lian Ambassador; that's what 
he wunts to do . I want this thi ng do·Nn by cable 
t onight, be handed to ~ouza Cost a . See, we save a 
week. I ' 11 tell him. 

(On phone) Yr . Sumner Welles, please. 

"'ut I 1 11 take it either way 1 I don't care . But 
inusmuch as I don 1 t - inasmuch as Jesse has done 
tnis in ~iting , I wouldn ' t want to have it come 
bt.ck and J esse i mmediat ely begin t o buck me by 
saying , "Well, I d i dn 't s ay I ' d give them twenty 
yea rs; I only s aid that - s aid I wouldn ' t go mor e 
tha n f i fteen . n 

I• Q i nclined t o agree with Wayne that it would be 
des i r abl e t o mention l t , i f you can get tnem to 
a&ree . 

But huving shown 1t t o hi m t.nd he t aking t he position 
tha t he owns that Bank - but I 'll take i t any way 
1f i t' s typed on my desk , und 1t ought to be typed -
the letter will be actually written by Miss Chauncey 
or you (Taylor ) can dicta te it in your office - a 
lt~t ter of communica tion t o :.!r . Wel l es saying: •My 
oear ~umner : nccor ding t o my understanding with 
you, wi l l you please have this cabled down tonight, 
and hand a co~y of it t o the Amb&ssador here . • 

(On phone) Hello . {Conver sa tion with Uelles folloNs : ) 
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i'.J.!Jr: Hello. 

December 16, 1938. t:£8 
11:54 a. m. 

Operator: wr. Welles. Go ahead. 

!!UJr: 

welles: 

!i:.I.Tr: 

W: 

W: 

!!!.!Jr: 

W: 

:-:wr: 
W: 

'JI• 

¥.:!Jr: 

'II : 

HllJr: 

W: 

H:.!Jr : 

'li : 

Hello. 

Hello. Good morning, Henry. 

Good morning. sumner, if th1F is agreeable, this is what 
we propose to do -- when you come back from Cabinet there 
will be a lett er on your desk from me asking you to eend 
out by cable tonight a l etter for me to be delivered by 
our American Ambassador in Brazil to de Souza costa 
tomorrow. 

Send it by cable? 

Yes, there is no sense wasting a week on this. 

That's ~cl right , aure . 

See? And then you will, in your own good tLme, hand a 
copy of it to the Brazi lian Ambassador here. 

I ' ll gladl y do that. 

Is that all right? 

Absolutely. 
I thought by sending 1t by cable we would save a full weEk 

That's all right, Henry. Yo~ bet. 
Now the other thing -- eo that you could be guided by t hie 
- - Arthur Kr.ock laet night had written the story t hat that 
statement which I made on UondaY or Tuesday about that we 
were beginning t o study things in South Ameri ca - - that 
this was all prearranged between ur. Hull and myself. 

Yes? 
And it was a bribe to south America. 

Oh , yes . 
It ie a 11e. He came to Haynee' house last night at ten 
o'clock and Haynee made him rewrite it, and 1t was re
written' the way it appeared 1n this morn1n~'a paper . 

I haven't seen it yet. 
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H:rJr: 

if: 

:::r.rr: 

W: 

r.: 

1.': 

:'I,:Jr: 

- 2 -
::cs 

Well, he convi nced hlm that there wae no communication 
between Ltr. Hull o.nd III.Yselt. 

Yes. 

And that I was hard-pressed a t my conference tor an 
answer, and I gave this answer. 

Yes . 

And then , in addition to that - - ah -- Alsop ea•t Taylor 
yesterday, a nd pureued him along t he same lines , and he 
alco convinced him that between :Jr. Hull end IIIYSelt there 
was nothing. 

Yes . 

And thts was all bet~re , I think, Tuesday . It was aupP?c
ed t o have been arranged before Tuesday'~ speech ot Ur. 
Hull a t Lima. 

Yes. 

A~ a matter ot tact, strictly between youreelt and myself, 
I hRve not yet r ead 1~. Hull's s tatement, you see? 

Yes . 

But I t hought thRt you might -- tha t you might be ques
tioned by the press tha t th i s statement of m1ns was all 
prearranged . 

Well , I have been off the r ecord , and I've evaded it. I 

said I knew nothing about it. 

Well,you can emphati cally say thLt there was no prear
rengemPnt. As a matter of tact, this was all arranged 
about six weeks ag~ or two months ago before Ur . ~ull 
left. . 

Yes . 

That - - with the - - with the President and Mr. Hull that 
I should go ahead working with the secretaries of the 
Treasury, I don't mention Brazil, t o see rhether we can 

help each other. 

Yes. 

But 1 wsnte~ you to know that both Krock and Alsop had 
their eay, and both i:f.3,}'nes and Taylor have killed t he 

story. 

That ' s very helpful. The one thing, Henrj , that would 
do us harm, I t hink, both here and down t here, would be 
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HllJr: 

W: 

lHlJr : 

?I: 

lf: 

i'L!Jr: 

- :5 -
~070 

t o have any indioation that a straight Government /Oovern
ment loan wa s being contemplated. 

Well, that i sn ' t oom1ng out or thi6 ehop ., but ir you'll 
take care or the new Oeneral Counsel over Ex)lort-Import, 
1t will help. 

Yes. 

And I've asked Oliver t o l~ok up that law and give me an 
inrormal opinion. 

Fine . 

I asked h im thi.e morni ng. 

Good. Tell me when you get it, will you? 

Rii;h t awrzy . 

Thank you eo muoh. Good bye. 

Good bye. 
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'!'a] lor : 

!i..J.Jr: 

Taylor: 

£LlL Jr: 

Nhite: 

Tny l or: 

H. M. Jr : 

Vohlte : 

H. li . Jr: 

-4-

(Hanes comes 1n during conver sation 
with Welles ) 

,. - 1 _ ( 

Now, will you (Taylor ) go through on the details 
and have that thing on my desk at four o ' clock 
so I can sign it and get it over t here so it 
goes down by cable t onight . And then silnply write 
this l etter that, c arrying out this conversation, 
I would appr ecia te it if he would give a copy to the 
Br azilian Amba ssador here in Hbsllington. 

Uh- hun . ::;ay , "Plebse trans1oi t t o our Embassy 

'!'hrough our Embassy by cable, t o Souza Cost a . Tha t 
saves a whole week . 

Yes . 

l'he only other thing - while you f ellows were 
checking up on me, wna t I did or didn't do - the 
only communication I ' ve had, so - just to make it 
luv percent pure - i s , there wa s a communication 
on December 7 from Mr . Hull t o the State Department, 
in which it a dds would I go along on a resol ution 
r ecommending tne calling of a conference of 
Treasuries? I mean I just wanted to be a hundred -
that thing went through a nd nothing's been done 
about it. You've (Taylor} r ead it . You (Ranes) 
haven•t. Tha t 1s t he only co~unication l 1 ve re
ceived and nothing ' s happened. 

!.id f•elles make any ctlanges i n t he document? 

No . He changed e couple of I •s or something like 
tha t. 

You don't think that twenty yeers is a little big? 

No - both th<' t and I thi nk they can reply more 
intelligently t o your r equest 1f they know you• r e 
t~lnking in ~ong terms . 

.l.f Vlayne can do - but between now and four toe 
fini shed product has t o be on my desk. 

" 
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I ba•e read with great 1nter~et your ~oat10D 

ot Deceaber 2 , 1938 r egarding f inanci al cooperation 

be tween the United 9tatee and Brasil. 

It 11 gr a tifying t o note that you feel t hat your 

nation 1a approaching aore and 110re a aUnatlon where 

you will be a bl e t o reeat abl i ah free eschaDge .. rteta , 

We a r e pl eaaed 11tew1ee to r eoe iTe your erpreael on of t he 

princ i pal alae of your financial and economi c policy 

wh ich woul d en.ure the relat1Te atability of t he m1lre1a , 

not only in t he internal but alao in i nt erna t ional 

mark~ta . It 1a particularly gratify1n~ to learn of your 

intention to eetabl lah a Central Bank tor Br asil which 

11h:ht cooperate cloeely with the appr oor l ate ~enclea 

of t hh Gonrnment. 

Aa I haTe already made t nown to you , th la Go•ern-

sent ia deeiroue of cooperat ing with your Go• ernment in 

aoh1eT1Dg t he eoono•lc objecti vee eet f ort h i n year 

Hh bcelleUJ 
Artllllr de lollS& Go eta, 

~aiater of rtaaaea, 
llio de .JanaUo, araau. 

c~icaUoa. 
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( / I:a ..... r to JOV qM1no iaqalry rolaUq to 

I 
t he Mll~ loqth of tiM wh loh OOIIllcl bo sraahcl to 

/ your OoYe~ont for t'hO pay.ellt Oil puzehaeoe of aooclocl 

I 

bo roach e o '001114 be .oot appropriate to tho objHtiYoo 

aacl to the .. llcl1 tloso ...tor atoll the · Pro«rM h to 

t he equ1~llt pnre'b.oeecl wlll )aYe a ••rr low rate of 

dqreo1at1oll the per1ocl of aaort1aat1oa .. , bo aa 

long u tw.atr year e . o. tlae other ballc!, where the 

call for ehOrter .. torltteo • 

• 

\ 
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\ h1a prog%&8 b w b e Ulldertakall. It ww14 be a-e

auY , of 0011rea, w ooaa14er \he long t~ &a •all u 

the abort \erll fao\on w1. th reepeo\ \o the geaer&l 

eooao.lo poaltloa of Br&ell a t the \t.e ore41ta are 

ar ranged. Ob-.toualy auob faotora aa \ be anroprutallt• 

and effeo\1-.eaaee of ooateepla\ed ebangee 111 yoar 

aonetuY ayatftl, atab111ty of nobangea and t he a\a tua 

of your 1ntemat1onal baluoe of payaeate would need t; 

be cona14ered. 

I aaaure you of .y peraonal gra\1f1catton at the 

renewed expreealon of your Oo-.ernment•e wlab for la-

creaatngly effeot1'Y& cooperatlOD bet.een the United 

Statea and Brasll. 

luaearely yov.ra, 
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TREASURY DEPARTMENT 

PROCOIItDIIHT DIVIaiOtl 

WASHINGTOH 

Doo-.ber le, 11&1 

'the attaohe4 -randua, killc the reoor4 ot 

Capta1A J-• Ao Bull, OSHR, wu obta!.Md troa 

tt. llaT)' Dopartaooxt tbb IIOI'Dill&• 

tor ot Proo....-at 
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RECORD OP' JAMES A, BULL Born 19 ~o•. 1878 

Appointed Assistant Paywaster, u.s. Navy troa 29 Yay 1903 from Calitornia 
Resit:ned U.S.Navy 31 Au..-us t 1915. with rank of Lt Colldr . 

ii>rollod Pay Corps, U. ':I . Naval Reserve 6 llarch 1917 
To act i ve duty ll Apr U 1917; rel eased a ctive duty 15 August 1919 . 
ii>rollJDt>nt expired 5 Uch.l92l; reenrolled 14 June 1921 and 
continued t o reenroll so that he has hsd continuous service in Reserve . 

,,ade Captain SC USNR from l January 1929. 

5erved u CivU Service clerk 1<ith Q.ol. Dept . lla.rine Corps froo 
JO AU6U4t 1901; res~ 1 AUbTUSt 1902 • 

O!"Ce:-s 
July 190) 
12- 5-04 
J-1?-05 
J- 16-06 

10-12-07 

9-11-08 
2-24-0~ 

12- r,..oq 
1-26-11 
2-1~-12 

J-11-12 
) - J0-12 
1.-13- 12 
12-~l-lJ 

••••••• 
u.s. IIAVY OOTI 

t o OSS FROLIC 
to Aoet . Supply Offi cer, Cavite Navy Yard 
to OSK Olongapo and Paymaster 
to U.S. - As st . Supply Officer , t.llvy Yard , Pbila, Pa . 
Purchasin& Pay Of fr . and GSK Navy Yard Pensacola , Fla . 

Detached 6- JO-OS 
Navy Yard , Cavite 
SO USS ~£R 
Detscbed"_.l'aymster of t he Yard, Olongapo 
Detachod to Supply Officer , N~~ ORLlANS 
Detacbed to hoce end 
Pay Officer, IOU, IIASSACHUSETT3 in Reserve at Phi.loclelpW.a 
Additional ~uty P&y Officer , Rec . Ship, Philadelphia 
O.tecbe<i IOII.l, IIASS.; continue dut y Receivin,; Ship, Phila . 
Aod1t1ooal duty, CoorJii.ssary Offi cer, Navy Yard , Phile · 

RESIGNED Jl A~ust 1915. 

U. S. NAVAL RESE:i\VE p!li'Y 
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Orders 
""""i;:ll-17 
10-J l-17 
12- 1-17 

To Supply Officer, Rec . Ship, Philadelphia ; addl CommiSsary Store . 
To duty a broad with Ad11iral Sims - such a s wi~ilt b<l asst.;ned 

Supply Officer, Queenstown , Ireland 
additional Disbg. Officer , Trg. Bks , Base 6 

Detached Base 6 , 6-30-18 
~ch . l919 

• -14-19 

Detached Queenstown to Hew York for special temporary duty • 
Report .t.th Naval District; sett le accounts ; proceed home; 

reiard hiaself released froo active duty . 
Released rroa active duty S-15-19 . 

des perfonoed tours of active duty tor trainin;: purposes of s bort duration 

s ince 1919. Served on t be U.S. Naval Uission to Peru trOll Nov.1920 to Nov. 1922 a s lleaber ; 
but wea not on active duty aa Reserve office r . 
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11om 19 HOY o 1!!78 

Appointed 4u1sUzlt P8¥MatAr, U, S, Muy troa 29 ~ 190) troa California 

~•isn..S t1, 3 , N&Y7 ) 1 ~t 191S. •1tb rank of Lt eo.tr. 

Dtrolled Po:! Corpa, U, J, Nan1 .... ,..... 6 llarch 1917 

To actin du~y U April 19171 raleaO&d oetiYe clut)' l S Alljll&t 1919 , 

Dtro.U..<nt expired S lleh , l 92ll reenrolled 14 J1111e 1921 and 

continued t o reanroU 10 tbat M baa had contin\10\1.1 aenice 1n RlllcrYe, 

!lade C•pteln 5C USIIR trorr. 1 Januarr 1?29. 

5ernd u Civil S.rYica c.lerlt dtb {,j,.t , O.;•t . llarino Corpa rroa 
) 0 Au,r ... a t 19011 rni &nioe 1 .t.u.;uot 1902 • 

2!!l.!.r.! 
Jul;t 190) 
U- 5-04 
3-1 )-Q5 
)-lf·-o6 

1G-l2-o7 

~-u-os 
Z-2.4-Q~ 

l2- ,~ 

J- 26-U 
2-1<-12 
)-11- 12 
3-J0-12 
4-1) -12 

12-:!"1..1) 

••••••• 
U. S , NAVI OOIJ 

to uss Pl!OrJC 
to Aaat, Sup;~ Ofl'icor, CaYite lla'f)' Yard 

to GSK Oloo&a po and Paymaster 
to t1 ,S , - .t.~at, .Juppl)' O~ticor, l.avy IIU'd , P!dla, Pa, 

Pllrchaaine Pay Ot tr. ar.d GS!t !.aYy Iard Peneacole, Flo, 

PetAched 6-30-0!1 
NaY7 Tat'CI1 CaYita 
SO !ISS ijpl'lt.R 
DetAched"'i>o,y••tor or tn. Iercl, Olon;;:a po 
ll6tacb..O to Suppl)' Officer, Nt.W ORJ..<.ANS 

DatA cl»o to 11oM and 
Po,y or: 1ccr1 lO'U, llASS.t.Cii1JSl.TT3 in ReawrYa at Philadelplli.a 

Addit.ional <1uty Pay Officer , Rae, Sll.ip, P.tlladelpbia 

DetAched 10111.1 lilASS ol coat.J.nuu dut y Rtceivin~ Snip, Philo. 

A.oditional clll\)' , Cozais.,.ey O!'rlcor_, Na 't7 Jerel , Phlla. 
Rl.SIGNED 31 Au,;v.at l 1l S. 

••••••••• 
U. S. NAV.AJ. RE3Jt1VE D!JJ'X 

277 

Qruu 
t-11-17 

1G-3l-17 
12- l-17 

To ~ppl.J Orti eer, Rtc. Sll.ip, Pb1l&clalpbia1 adlil Cooalaaary Storo. 

To dill¥ abroad •itb Ad.airal Sl.aa - 11\lch u .U.,bt be aaai,.,nod 

Suppl)' orticer, Qu.eootown , 1reland 
additional D1•bi• Officer, Tr,, Bit&, Baa& 6 

DetAoha<l aa .. 6, 6-)0..18 
Mch,1919 
~-U-19 

Detacbtid ~ueoatolnl \o No• lork for a~cial teapor&r)' dut.¥ • 

Repor t 4 th llual Diat.ric t1 Mttle accounta1 proceed '-1 

N.Oard hiAMlf NlaaMCI troe act1ft duty . 

1\oleaaed troa ecUY& dUl¥ !hl 5-l 9 o 

Uaa pn fo!WI4 t.oura of a ot1ft clllt 1 (or tro.inin.1 purpc .. a ol' abort 0\lt'aUon 

since 1919, 
S.t'Yad on tbe U, S, hYal IUaaion \o r-1'\l troa lioY,1920 to lloY. 1922 • • lleaber 1 

but wu root on a o\1•• dllt.)' aa HIIMr Yo orticer , 

\ 
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Dnu• II' 161 1138. 

DMr s "" 
I ea .,.,~lD& • eovr or a • ...., wl>ioll 

I ~ appno1de your uu..iUS..S by oable \o 

111• Sso•ll 'IT~ ie 5oua aone., 11.1D1a\el' 

or r~ ot !lftSU, \b:loa6h our Jnbaaq " ' 

or We Gl--lJI O&UCID u4 gl.ft a OOVT ot it \o b1a. 

,.."'1 .. ,.aa, 

I 

' 

, -a 
- I 
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111 ,..,. Ill'. 111a18Wlrt 

I Mft reM wUio. PMt 1a-. ,._ .,,_al, .. .U. f6 

DH.._ a, 1n1 "CU'I1al ri.MMlal -,.-.-u. ".._ "

~, .. -- ... aruu. 
n l• -"'urs.a. .. ..w ,.,., ,.. r ... 1 .._. ,.. .u. 

-. ....,...'IIUIII me_..._. .nne ... ue ,, ..... 111181da 

"' .... , ... 7"1' ...... •Ill• at ... Jl'lael.P&l alae flit ,_ flMMlal 

u4 11 mle pollq ftlalo. -u .,... tile ftlatlft nuWtr t6 

\be a11Rle, 11M ealT 1a , .. latelrMl""' U. 1a la-U-.1 

..n.ta, It la ,.rtlftl.al'l:r -"'u,s.a. "' 1eus at ,_ latent&• 

to ••ta'IIUIII o. O.tftl 1o.a1t rw JruU ftlu ldPt _,el'l.te 

oloMl:r 111_. 1M appwoprlate _.,.,. OJt Wa .. , t, 

u I Mft o.1.rMA7 _.. 1111on te ,._, Wa Ooft-t h 

uot ... or --•u. wttll. ,_ ao...~ la .. u.nac tM 

ot W• Gollo.,il'l61ll=••t•• -....t&•, lww;w, .-14 --n1:r lla 

~ 0Jt tlaa lllllelo. wti4 lla 011• ..... .,_ a. .. .,,,.. __ , fH .. 

,..,.., - ,...._., ..... ,....., ..... 111,....--.., 

tlo.o.t ill - ..,, .... t6 tM ,..n• • Mft aa =I tllet Wa 

..U lla l.pp;;pdaw w 1M ·--- OJt 1M ..U,.... ... 1te 

,.., ..... ur.. ~. ,.,. ....,.,at • ar 111.1a ,.uasp1a 

..u .111 _, ...... ,_., ru ,_... ,.n ... OJt -*-'S. 

Ba .. , ,, I 
.v.. .. ._ ..... , ..... .,n-. 

.... ......... ....u. 

... 

,.- o 
-'" 
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._., -., t.J 'r .,_ tM I $ ' 1- etl tM •UN 

,,..... or u sdo _.._u. 'IIIlo ,.. - ,_,,.. "' •• 

oU.-'-~ ~ ..So Jftel& 1o M M _,_. ,_ It 

wnl4 w ...... 1117, or -· w -u. •• J.a& '- .. ..u 

.. , ...... '- , ....... 111. _,.., .. * .-ual•• •• 
pHlU• or~ •• , .. ,,_ aeUw - •• p4, ~~ 

-~~ r .. wrs .. ,.,. ~1·-.. ..a ettr•u-or-~ 

• ._. 1a ,_ _..,. .,....... now~ or _,.,.. ... •• 

,.__ or JOV 11-u.u ,.,_ or ,.,.. .. -u 10114 to w 

ooulderM. 

l .- ,.... ot ., rw '' paUtlooU• at tM _ ... 

expt"eoai• or ,..,u aa. .. , ...... _., •• 111oll tw 1a1-~ orroou ... 

Ooo,eftU• Wt I II tM 1111W ......... ....U. 

llaMftlT ,_., 

280 
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PROih DR.H.l!. lUBG 
T01 IIR.K.P. CIIKII 

D&ted O),nnp-1nc, Dec.l6, 19~ 
iecd. lfubn.D.C. Dec. l6, 19~ 

tllanka for your telecr""' 15th ud cood ....... (atop) 

Pleue transmit to Secretary ot treeaury, llr. llor centbau, 

following .. saace• 

(pote Very pleeaed to learn trqa Chen conclusion 

woodoil loan (atop) 1f1ah to expreaa to you 

on behalf ot rt1ff GoTernment ud araelt 110at 

sincere thanks and appreciation for your 

timely aaa1atanoe at our or1t1oal moment 

Wbioh will £1reatly help atrenstften morale 

ot our people and soldiers (atop) Appreciate 

more ao for the tact that it was entirely 

through your unt1rinc ettorta that this loan 

was -de possible (atop) HaTe £1 TOD 

instructions to do beat to aMp oil out froa 

CbiJIA 1n order to meet our obUcationa (atop) 

11111 thank you to oonTeY to llr. President 1111 

heartfelt cratitucle (atop) X1ncleat reprda 

B.H.IWIIG 

tlnqu.ote 

::a1 
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TR.EASURY DEPARTMENT 282 

IHTUI O f'P'ICK COMWU H ICATION 

DATC December 16, 1938, 

M Secrotrury ~rgentbau 

Yest6r day afternoon when I a ttended the Federal Form Uortgage 

Cor porat ion meeting thor o wao an extended diacuuion aa to a move tor 

re-a.-.ortha tion of oxio ting Commhsionor ' a loan• Which ...,, being otim~ 

le t ed by somo of the Lnnd Bank president• Who wish to be able to offer 

re-~rtitation in order to hold some of their best borro<ers who had 

t~o opportunity of refinancing eloewhere on more attractive r ateo . 1 

oo not sure ho·• much .Till como of this movement and in 1tJ>Y case it 11 

noL of greot importance to tho Treasary unleoa it involveo a reduction 

In rate icpoood by Congreoa, In addition, there i s a otrong oovemont 

for cattle loe.n.o Which will be utllhed to r e-otock ranchea which loot 

• t reat deal of their anl.ml\1 population in the drought yo&ro . The Fam 

Cr odit psoplo are d ivided in their opinion of t he desirability of thooo 

operations and feel that if the pr essure la otrong enough """"'thing will 

f rohat l y be done by Congreaa either throu&h the Reconotructlon Finance 

Corporation , tho Farm Security Adminiotration or r e-opening tho Regional 

A&r ic•l~•ral Credit' Corporationo, They are not prepared to make a reoom

""ndation u yet but I got tho U:preooion that t!tey n re le~ toward 

opening up the R, A, C,C, a rather than have the buoineao handled eloowhere, 

Jim Edward• the ...., whom I menti..,;ed to y~u aa a good poao1b111ty 
• 

for a Chiet- of..St.att tor our Latin Jaor i can ""rk, 1o lea• inr; her• llon41,y 

afternoon or Tueoday. I think it 'IIO!!ld be • good 1d• i t you bad & ob&n"e 

' 
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t. ta lk to 1\11'1 f or a mlnute or two on !.:ond&y , I llavu cheok&d 'lfith '" rren 

"1• rson 1~0 thinka pretty well of him and with VJ\rioua member • of the 

-~, tiJ: ,.,pl'l rt:ront ·tho hnve kno?.n him for n number of yeo.re . I hAven't aa 

l"' ho<l tl r hnnoe to tr.l k to Sunmer !elleo about hiDI, but am quito sure 

thAt ho t hlnks hi&hl)' of him as it was on hio rocot\lltondatiou that 

E ~ r II 1\.,8 t o t ho E·port- lmport E"nk after CO"!'loting o. opeoie.l job 

for t ho tft. .. tt .Qf'f'.r tcent in C'.lba whe.n Sunner !ellea waa ~b&asador thoro . 

; l! !.: all I t.'li nk he is t..,e best all around bet aYn ila ble in tho near 
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\rhillca or tho St•te Depnrbcnt , 'Nho is 7/0 rkin:; on refU&ee Mtters, 

•• !d ha t the;r hAd j 1et had '><'or d frCI:\ Rubleo in London of tho pl an pro

·o•6d by .eha cht 'Nhich is r ou&hl y e.s follows : That a bil lion and a hal f 

~"rl<o .<o •ld bo e otabliohed i n Ger mny which .rou ld Ol\rr;• interost at 4 per 

eont and nmort1t&t1on o.t 2 por cent; thnt o. s 1ml lor ftJIJOWlt in mo.:rlcs , the 

roto not bolng apeoified , shO•!ld be esto.bliahod by tho co=ittees ,,no :;ere 

or '·': & on the refll{;ee c:ue oti on ..Oich 'IIOUld bo used to take care of tho 

1.!:: " 'late probloa. In other 17ords, t.'le funde ,.,\oh ·.,-~ ld be adv!l!lced for 

":o p~rp<' Ge 10 1l d be repe.ld OYer a period on 6 ~or cont !l!lllual basis 

in~ l rl!n ~ ar.ortization of pr incipal . The 6 oor ce nt ~orti&ation ?&ymente . 

· :ion .chillee aaid fi~:uro out to be t 36 1'\lllion o. yo11r, -,.., ~ld be trena

ror.·od on tho br aie of additionAl exporte with no req~irements as to the 

eo\ll\trioe i nvolved. In a ddi tion they •.Yore to rooor.m:ond that a vOYernent 

o~fioial f ron t ho United Staten ah?uld be appo ' nted i~diate~y to a 

eo~.lttoo wh1oh w~~ld ~ork on tho quoat1on, eimilar officials beins 

"!'l'Oinu.l b)' the Brttish, ? r ench, IJ'~teh, ot oetora . In a ddition , a 

\ 
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pro<Unont o11t aide 1nd1Yidual llho is t'UI111&r with tho problem, prefe rably 

• collll>or of' 0 110 of' tho col:lmi ttooa who 1a wor kins cc tho q11ootion, ohould 

doo bo appointed . He aaked ce if there wore any Treuury official llho 

284 

.... . on t he other aide whom we co old reoo..,.nd for the Oovern1111111t end of it , 

1 told him ~t tho only two people that we !mow of wore Cochran and 

outtor\'IOrth, that nei thor one of them 110 tld be available next week. I save 

hi" tho ""'"" of throe Atleriean bankora who m1sht serve in a pinch, namely, 

~>an Grant of t ho CWU'anty, T01:1 !lola ttriok of Hlcr;inaon Col:lpony, London, 

and pouibl y one of tho C&rtoro from llorr;f\n & Company, l'o.r1o . He &lao 

rado it oloar tho.t he wao not aski ng f or an o f f ioial TroasllrY position 

b~t *•• mo rely a sk i ng ~ 1nfor~l opinion &o to whether such a financial 

man Naa rwail&ble . 

(t•ictnted but not r oad) 

' 
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TRiPLiCATE STitiCTLY CONfiDENI IAfL~ 

JO, lJO, 

•••poa, :au., DM~ lt, ltae. 

Slai,._ta ot Wu Katulala. 

mzcm,y copmPZieL. 

!ho Boaorallle 

Sir: 

!ho &eeretarr ot state, 

lluh.tac'aa. 

I llan tU hoaor te report, av.ppl-tlq tato:raa

Uoa alrM47 traa-.1Ue4, ~t the tlrat war aateriala 

tor Ohl.aa -t o"tV tlla aew road. 1.a l\iaaaa wen part ot 

a ilhll'IIGt llhioh arrin4 hen oa tlla Br1tiah•Ia41aa atoa

llhlp ltAJU.OOU no. 81JICaporo oa JIOn.Mr u, 1118, fte 

aahriala oouiate4, aeoor41a& te ralia'blo repone, ot 

other auppll .. , u4 thq wore trauahlppo4 at Biii&RPOro, 

pro-b;\7 llartq r oaohe4 there t~ a Clo1'IIU port. 81aip

_, r- Rnpoa waa liJ' rail te Laahlo, u4 10 hlre& •tar 

tz~oa wen ue& 1.a traaaportlq th• r- the railh ... 

•• the troauu Rllll i.ate CXh'••· ftoro ia a rapon tllat 

ne,. n1111a4 eo toaa • 

• , •• 'ts"'"' m·"bn'P'• 

~. Lo 80011Co llrothU'-i.a-laW of Ka1'ahal Chlaq lta1-ebeko 

-. • lie wu 1.a •uvoa, .-t i.aw Ch1.aa at tbe- tiM, 

au it 1• "POI'to4 that n ... plunK t o han aneral 

lad-4 t....u hl.law U. ..w lata ~ .. la aai& 

te haft 1.n x.aahlo oa DROabV 6th aa4 to haft arr1nt 

" 
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ao 4et1a1h ana ot ~· arr1T&l ot ~· u.-., ... 1oeal 

•••IIJlapera ha"t'e pl'ill\e4 reperb \ha\ ~•1 nre vtoa4et 

at a poia\ allo'a' 180 1111•• ao~ ot 'u aar.a boi'Cer ... 

at tha' poia\. n 1a kaowa n.at oae ot t he ho 1arp 

auapenaioa br14&ea oa \he roa4 ha8 beq towad UAaate tor 

hla"f7 tratt1o, aa4 that a441\1oa.al •*••1 oab1ea are be1ac 

I\ 1e ea14 ~ ha"fe aaaae4 

48JlCIZ'Oilal)' UA4er \ he weight ot a 1oa4e4 oae-toa t:n~ok. 

The aeoeaaal')' 110:rk 1187 require *hree "*- ~ a 110at h, 

aooor41As to repor'•· 

puty l1pl ,, O!!=SiJ!••P. 

'1'11• -hr1ala brought here b7 t he K.ARAOOLA oou1a\e4 

ot 1U pao~taaea, aa4 the 4u\)' ..,uate4 \o Rup••• 10, 000. 

Th1a repreaaab4 1/ 16 ot t he tull 4ut)', u the OO"t'enuaeat 

ot ~ baa 4ee14e4 ~ sru' a 4rawbaalt ot 111/ 16 ot the 

apeo1t1e4 s..pon 4ut)' oa ahip-\a tor Ohiaa paaailla 1a 

trua1' through JIIIDI&. .u praat1oall7 all war -ter1ala 

are aubJMt, UJ14er the au. cue..._ Tar1tt, to a dut)' ot 

110 pare•\ a4 "t'al.Dna, 1 t appeua \hat the 4 .. 1ue4 "t'alue 

ot \ h e ah1)111Dt wu Jlupeea uo, ooo, or appro:Daahl)' 

t lli,OOO at preaea\ esohaa&•· 

M•'•lit1• lr!! 1!•17 • 

'l'he Rorwea1aa ah~P 11191', torwarl)' \he J'IDALOO, 

uri"fe4 here oa Dl•-'lllr 6tll, 'llr1AC1JIC a earso rel1abl7 

reportet w han b- loa4e4 e~ Spellia, na11, u 4 \o 

eoaa1at 
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eout at of nZ' aah:r1ala ot Ualiu onp.a, 1t.rael7 blp 

uploo1n, A woO: wu :roqu1:ro4 to:r tho UHha:rp ot the 

oup, •h1oh 1a :roportM to haft ftl&M' 1,100 teaa, ~ 

uplod•u ..ro, lllto than llll).A) .... ~the sra• uu, 

ploool a a barco u4 uo lle1JI& hol4 1a tile Rueooa RiTer 

bolo• th1o port, pUUac ah1puat 117 nnr to a-, u4 

t hoaoo to t ho troattu oou.ooUoa w1 th 'he J'O.. 1a Oh1-. 
The 11191' 1an Pnl""a oa Dootallu 1Uh , 

s .. oll4-haa4 Mat•n~a poa ""1•· 
Tho nZ' .. tor1ola trOa Plloda 4el1 n:ro4 b7 ' ho Br1 U oh 

oteaaah1p STANBALL, 'ho tir o' .aatt 1oaa oarr1er to :roaah 

t h1o port, u. otill ill ni'Oho'I&.Oeo hero, aa4 cuat_. oxu.-

1nat 1oa h oU ll 1a procroN. 'l'ho ouco ooaa1oh4 of 

80, 000 P•okae• • u4 h 11&14 to ban wo18ho4 obol&' •,ooo 

t oao, Tbo:ro haa booa a aowapaper r eport t hat tho oarp 

waa ftl.u o4 at e,ooo, ooo Chiaon 4ol.l.U'o, but thoro haa 

1 t 1o :roporto4 that ' ho ah1,_.a, 1ao1u4 .. oeooa4-~ 

~~ahr1ola, 

l!eu h sppl1t! 1a l ep•g. 

P&lll do la Lalldo, rop:ro-Ua& Jr•ah -raotu:roro 

ot war aator1ala, no 1a RaaFo• a tow 4qa oco, ad U 

1o n l1alll7 :roportol t ba' ho oa14 that o e&riiO of rr-• 
n ppl1u tor chlu, l.Odo4 at .-rao1lloa, -u. r eaeh 

Jlnl aa oarl7 1a Zo.avaTI• J.loo, thet tho TeNo1 obartorod 

t or the eh1p~~a' 1a oao ot t ho Br1 tlah •stu" Uao, • 

o1otu &IIJ.p <d tu &r•PB•TT , _ .. '7 tile IJtpllopo SM

eh1p 0.._ .. 7 ( B1ll•e1r 0114 caape•Jl , ~GDa. n 1a uaAor-

otool 
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.wo& ibai u ... onas••llJ 1Jliea4o4 to ..... the Mqll 

10 Baipboaa, 1JL4oah1Jia, tor 8h1~t nor no l'nu) ra1l

wq 10 !\ulllaatU. !he .u.ppl1oo wUl. SJloluo •-h •naro, 

aooo1'41q to n.e •'-'-'- ot t)o :rreau roproo•taUTO. 

Mlll!t!7 Poll!! '!''!:f 'Ppltet ,, D:fpt!. 

!hero 1o a lara• toroo ot a&aa 1111Ual'J pol1oo d 

Luhio, u4 t he7 IUZ'4ad tho war aahr1alo whioh arr11'04 

~ero t or ChSJlo, &114 ao-p&lliod no loa4o4 Ul&oka 10 no 

chiD••• troaUar. Oil tba Maa4alq-Laah1o l.SJlo ot tho 

ll\UIIa Ra1lwa7o, 613 m1loo troa Ranaoon, a 110rso 1o orooood 

b7 aellllO ot a otool rta4uot 2 ,200 tod loq &114 :520 tooi 

hi&h whioh wu bv.U.t b7 u .AIUZ'1ou tua 1.D 1800, u4 

thia h now bolq par4ed 4q ead a1ch' b7 II11 Ua1'7 pol1oo, 

u eay 411111480 b t ho rtaduot would oiop all ra1lwq oorrtoo 

io Luhio, 18 mHoo 41oteat troll iho sorp. Ii 1o obiod 

t hd oearohlisllio aro bo1aa u ood ai llishi• All:f ponoa 

approeohiaa t ho rtaduot i o oubJeoiod io u ov•' naUoa. 

Storace la0111t11! !\ Ifrh1te 

'l'ho Bulla Railwqo baTO Jlloi -uood i h o oou truo

U oa ot iwo 111loo ot traoll: w oarrJ \hair l1ao troa tho 

otot i oa at La8hio io a poiai ouiia~o tor t ho ootabl18h

•nt ot •toraso tao1UUoo tor war wpplioo 1.Din4o4 tor 

Chiu, &114 attar iholo t aoU1UN aro afti.l&~o ouppl1oo 

ia t reao1 i rill bo hold 1:horo &114 110t •' Ra•p>oa. I' 

1o n:pnto4 io ooaple'o ibo o:nou1oa riihSJl a -tb, a&t 

1a iho .... ,,.. warobouo ooutruouoa will be oarr1o4 oa. 

fUhl!tt!'!l " "''1'''11· 
Tho quoot1oa ot i he 11loluo1oa 1.D publ1ebo4 Caota.o 

oiat1ot1oo ot t1~• oa traaoit "u1paaato ot war aater1ala 
io 
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w ~ to oUll -'•• u .. ttenU• )f n. ..._ o.na

... ,. It lad 'Ha .... oM& 'lla' tbq JliP' H Uoa 

Olll7 s.a ..... t nouauoo, •' 1a -'hl7 ntuaa. fto 

s.aton•' that ~..- ..U haft 1a \Jia tlCI&fto to N14 '• 

haft Ha .. uiilvMo BliWhiiPe it la ~ Qat tal 

aU1n4a ot no Dat ... o Dep.n..at to u pnn~ n

porh4 (toapatela JIOo aa ot ~· 11, 18M) 1 tlla' it H

Ue'fOO ' " " ahcnllA 'H • •"-»' at ooonor 1a •-Uoa 

wUb 'M ahl:s--to 1a qllOOUOA0 t ol' tiM n..-o pnnoulJ 

ouU1ao4, 

aoo. 
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PARAPBIUSE OJ' TELmJIW.l JU:OEIVED 

J'ROM: 

DATE; 

wo.: 

J.aerican J:abas s y , Paris, France 

December 16, 1938, 5 p .a. 

3133 

FOR 1RlU.SURY. 

290 

Todar i n a quiet and unnenttul -rltet here the franc 

remained fira. I n financial ci roles the impresaion ia that 

in the absence of any unfortunate international political 

d.velopaents, the main currencies are liltelr t o hold the 

level they are at now until after the fir st of t he next 

year . Throughout the day ster ling stayed around 177 . 60. 

Between two hundred and three hundred thousand pounda wer e 

bought by the fund. Slight improvement i n the forward rate. 

Ho activitr oA the security market; firm tone. Almost no 

change in rentes . 

The Ohaaber ie examining the 1939 budget, and t he wor k 

is pr ogressing satisfaotorilr. It ie expected that on 

Fridar, Deo .. ber 33, the first reading by the Ohaaber will 

end . Fro• the looks of t hinge now, i t mar be thd Parliament ' • 

final approval will be forthcoming before the firet of tie 

year. 

Teaterday Parliament gave i ta approval t o t he Franoo-

Swiea convention which was signed on Oct ober 13 , 1937 at 

Paria , for the purpose of avoiding double taxation. Todar'• 

J OURNAL OJ'J'IOIEL published the law authorising the P~eaident 

to ratifr it. Wit h the decree of proaulgatian will be pub-

11ahe4 t he text of the convention and of the l ett ers which 

were 
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were exohangri on the day of signature. When the aeaeure 

was presented to the Senate the reporter of the Finance 

CoDlllli ttee of that body recalled that the convention was one 

of a aeries of agreements which haTe been concluded during 

the paat few yean with Italy, Belgi1111, the Unitri States 

of America, Germany and Sweden. Rowner , he added t hat 

the arrangement• with certain of these oountriea related to 

both doUble taxation and to the r epression of fiscal f raud 

while that with Switzerland only sought to aToid both. 

The financial paper 1 IN~ORYATION1 carries a report 

that a royal decree of December 5 authorized the Bank of 

the Netherland• to keep aeoret the place where ita gold 

reserves are kept; the newspaper euggeet• that the reserve• 

have been •hipped to aoae place out8ide lurop•. In the 

newapaper JOORHU INDUSTRIILLK there ia quoted an explana

tion gben by an A:msterdaa paper to the effect that :ssa 
million florina, or about one-fourth of the total gold re

s ervee, were held abroad at the end of November, an.d that 

in the weekly statement of t he Bank of the Jetherlanda 

the amount of gold held abroad taxw•x)wwBBYJWk ... hae not 

been s hown Binoe the date of the r oyal decree, Dec .. ber 5. 

The French financial preae h&B not given much notice 

to t he cablri report• of diaouuiona bet;:-<len the PreBidd 

and Sir George Paieh. There wae no eerioue considerat ion 

of the euggeeUon that an agreeaent might be reached t o 

etab111se 
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stabilise the rate o! eterl1ng Tereua the dollar. It 1e 

ohaened 1n th1e oonneot1on that Great Br1ta1n apparently 

doee not !aTor etab1lisation, while the United 8tatee doee. 

Finally it ie brought out that the !ate o! eterling doee 

not depend upon a e1ngle treaty but upon a nuabar o! 

interlocking pol1t1oal, financial and eoonoaio eventa. 

It 1e atated that nen 1! an agreement regarding stabilisa

tion were reaobed at Washington, the whole probl .. would 

still remain, and that agreeaent alone would not prnent 

gold !roa !lowing to •ew York. 

END KESSAGI. 

WILSOB. 

:U:Lft 

\ 
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Doted DecembEr 161 1938 

Rtc ' d 3 :25 p. m. 

Secretary of StatE, 

\lashington. 

14441 D~cEmbEr 16 1 6 p. m. 

FOR TREASURY. 

OnE . Today ' s avtrage Treasury bill ratE was 

pounds 1 no shillings . 79 pEnce as comparEd with 

19 ohillings 2 . 1 pEncE . ThE y ear end stringency is 

affected by DtcEl!lbtr 31 f nll1nc on Saturday which 

prevents thE tender for bills being arranged by 

the market so as t o f orce the Gov ernment to borrow 

from thE Bank of Engl and over thE cleari ng banks' 

11indow dress i ng. Expec t ed 'llensurts to cast thE credit 

posi tion werE not Evident i n yestErday Bank of Engl and 

rEturn Vlhich shonEd an incrEant in the note circula t i on 

of pounds 7 . 6 million to pounds 495. 3 million \!hilt 

GOvernment s ecuriti es ros e by only pounds 2 . 2 mi l l ion 

and total securi t ies by only pounds 7 . 4 million. 

Bankers depos i ts dropped by .~ounds 3. 4 m11~1on to 

pounds 99 . 5 mill i on and public de•,osits by pounds 

3 . 4 million to pounds 15 . 6 million. 

TWo . As for thE past thre e days t he exchangE 

market 

\ 
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- 2- 91444, Dtconbtr 16, 6 p . m., from London. 

market hao bttn quiet today afftottd by the obscurity 

of th£ outlook and t he approaching hol i day. Gold 

f ixing at shippi ng par i ty on Wtdntsday and one- half 

ptnct prEmium yest erday result Ed i n only small 

arbitrage dealings whilE today the ont pEnc E prEmium 

offEred by the pric E of 148 shilli ngs 8! pEncE, 

thE doll ar being 40 67- 11/161 gavE arbitr~gEurs no 

reason to optrntt and the 238 bars 3Cild wtr£ taken 

by hoarders . Thr. Br~t1sh fund gav E -. ~.)'.lt 30 bars. 

Whil e the Brttinh fund bought n fc · dollars 

yesterday and 'i tdn~s'h~, 1t has optrntc.i in a small 

Ylay in thE othEr dl ?;:C>t:,~;n today thE prt<Jour t 

becomi ng slightly :.~"'TiEr toward3 thE cl'"'E of thE 

m'\rktt when thE dollar was bid at 4. 67 . 

The franc has lJr.m steady, th£ Bark c.f i"l'anc E 

obt'\ ining small ·.r.c-~·~~!l of stErlina yt·;~'r".'J 

and today, ehc :·•.tt: rEr" t ining closE t:n 1''7, ~>, 

JC'Hli.:Oll 

PEG:WWC 

\ 
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h~r or !1,000 Cull Subaor1pt10il8 '<> Deo. 19:!8 otrar111§ 

Bond• Notes 

Boa ton . .• · · • • • • · • • • • • 1160 

New York •• • • · · • • • • • • • 1738 

Pblla4e1ph1a •••••••• , 1301 230 

Cl .. e1aD4..... ....... 1750 

1720 

Atlanta.............. 6966 

2100 600 

St. Loula.. . . . . . . . . • . 1858 780 

Wlnneapolla... .. . ... . 226 91 

786 

Sen FraDo 1aoo ...... "=~!li::7::il:--..~llm!l 
Total •••••••••••• l!0,909 8 ,6!16 

c .. puhoa w1tll recent 1unea 

Approx1aatal7 2 t1 .. • 

Bonde • tlaea Sept. ud 17 t1aea Deo . 
Notes e ,. • " -'<> " • 

Oona14arabl7 aore (Dena rooo•eda 
atralght peroeataga 
allotlleat) 

More thaD 4oubla 

Boacla !I Uan ucl !lot .. 2 tt..a Sept, 

Boacla 7~ ud Notaa ~ aore tlla Sapt, 
(S1h1er raoo•enda allotaent up to tlOO 
1n full) 

Bon.da 2 t1aea and Notes ~ tlmea Sept. 

Slight 1noreue 

Bonde 2 t1Ma Sept. ancl 7 ttmea Dao. 
Notee 2 • • • 6 • • 

Mora then halt agaiD u ao.nT •• Sept . 

About 4oubla 
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December 18, 19~8. 
10:~6 a.m. 

OperatJr: Go ahead. 

Bill 
D~uolas: Good morning, t his is Bill Douglas. 

~UJr: Good mQrnlng, t his ie Henry ~orgenthau. 

O: I ' m up in New York. 

!f..!Jr: So I hear. Ah -- Bill. -- I've sot in the of:t'1oe here 
one Haynes, one Tayl or - -

D: Yes. 

~r : And t~e loud-speaker is on so that they can hear both or 
ue. 

D: 

'!!!Jr : 

D· 

D: 

;;:•.Jr : 

D: 

I!!!Jr : 

D: 

!,'!£Jr: 

Yea. 

Ah - - we ,,.o,nt to get together -- ah -- I have what I call 
a Banking Committee here, and they are now ready to show 
me the i r recommendations on Bank or America . 

Yes . 

And when I have seen t hee, and I have not yet eeen them, 
I'd 11~e you to see them at the same time . 

Fine! 

Now, end t hen I th~ugbt, 1t we agreed or didn 't agree, 
we ' d send them back, but if we did agree, my understanding 
is that before we do agree finally :.:•m goi ng t o wall: 
the s treet and show them t o the President . 

Yes. 

Now, when can you sit down with me and the Treasury people 
and bear what they have to recommend in re0~ to the 
Bank of Ameri ca? 

Ah -- any tiple trom - - trom halt past nine tot:iorr'>w aorn
ing on. 

Well , I ' ve got -- hal f the Treasury is goL~g up to New 
York tonight . Tbey sai d they would be eober by ten-thirty 
and t hey are comins over here with Eccl es a t ten-thirt y to 

twelve-thirty. 

Well --
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D: 

PJJJr: 

J : 

D: 

;:; :.rr: 

0: 

D: 

~~Jr: 

!) : 

h11Jr: 

D: 

?!Ur: 

D: 

Hl'.Jr : 

- 2 - 297 

I could be here at nine-thirty if they can . 

Yes , well I -- I ought to be all cohered up by then . I 
em going to attend the 

Yes, that's where they are going. 

Tho -- the financial d inner in New York. 

You'll meet the Treasury t here. 

Yes. 

Well, why don't we eay -- I should think -- let me ask 
Haynes how be will be -- (aside, will you be clear by 
nine-thirty tocorrow morning?) Well -- (as!de, well, 
then ten-thirty) -- Well, why not l et ' s ceet from nine
thirty tQ ten-thirty tomorrow morning? 

Fi ne. 

Is that all right? 

That 1 s good. 

Nine- thirty in my office and you bring anybody you want 
Ylith you - -frpm the Commission. 

Yes -- I 'll probably bring the man who is going to try 
the case -- John Rogg1e . 

~low j ust a moment. Haynes -- Haynes said that he spent 
some time last night with J erry Frank br~r~ing him up-to-
date. 

Yes . 

So he said ~e -- he -- he did pos t him laEt night . 

Yes, good. 

Well then , I ' ll expect you and whoever you wish to bring 
with you at nine-thirty tomorrow morni ng. 

Yes. 

And if you don ' t mind I 'll do my home-work 1n your 
presence. 

Good ! And if-- I ' m very glad that the Treasury is a t 
tending t he d i nner tonight because then we'll all be operat 
ing under the same handicap tomorrow corni ng. 

Ri ght ! 0. K. 
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D: Good bye. 

!WJr: Good bye. 
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HUJr: 

operator: 

!!J.!Jr: 

He lver1ng: 

H!JJ'r: 

HllJr: 

R: 

H!.IJ'r: 

!!'JJr: 

H: 

H!l.J'r: 

!! : 

H!.:Jr: 

F.: 

:!J.!Jr: 

H: 

P.l!Jr : 

H: 

;ru.Tr : 

P. : 

!ruJr: 

Hello. 

Helver1ng. 

Hello . 

Hello. 

Guy? 

Yea. 

Go ahead. 

December 1e, 19:58. 299 
12:11 p.m. 

Las t night Tommy conxran called me back again about these 
political Jobs up in New York. 

Yes? 

~ell now, I haven't 60t the time or the 1.ncl1nat1on t o go 
i nto •ar4 politics . 

Yee? 

And I don 't know why he ' s in it anyway, and whY t his ne~ 
Congres~man can' t talk for himself. See? -- Hello --

Ah -- who c~~ ·t talk for himself? 

Thi s new Congressman. 

Oh, y ee. 

l'e.J? 

Yeah. 

In any event, I told C~~an I ' m going t? leave the entire 
matter with you. 

Yeah. 

And I '• Just washing my whole hands or it. 

Well, you tell hi m t o come over and see me . I' ll t ell h~ 
what we can and can't do. Of course --

You have your office call him up, will you? 

Yea, all right . 

And -- but I ' m Just tel ling you -- I'm going t o leave 1t 
with you, because I can't get down to war4 politics, and 

I don ' t went to. 
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~r: 

:r: 

:-; : 

~ : 

.., , 

:r:.:Jr: 

t: . 

~:'.Jr: 

"· . . 
!f..:Jr: 

~ : 

:'l!Jr: 

:!: 

- 2 - 300 

Yea. 

I n New York 
is plea sing 
Pres ident . 

-- I don't know-- I don't know whether this 
to Farley or whether it is pleasing t o the 
I've hnd no word from either or them. 

YPe . Well, of course -- e.h - -

An~ I don't see why thie new Congressman can ' t come in and 
t e lk f or himself, but it would -- it would be e. help t o me 
if you would take t hie oft ~ shoulders. 

llo•.- where do I ge t Corcoran? 

All -- ask-- you call -- you ce ll your secr etar:: and t ell 
her t o aek ~ opera t or t o ge t hi m t or you. 

Yea. 

Ur e . Spangl er - - she knows how t o ge t him. 

Yes . 

See? I don 't know where he 'bangs out". \ 

All right . 

But if you will t ake t hie orr my shoulders, it'll hel p me. 

~oll, if you' ll just tell h i m - -

71el l I did . I t old hi m last night I woul d call you this 
morning a nd that you'd send t or hi m. 

Yee , all right . 

See? 

All right. 

Thank you so much. 

You bet. 

Regraded Unclassified



201 

Decgber ls, 1 9M 

The President, much to my surprise, brought up the 
quest ion of processing taxes and asked Wallace what he 
intended to do . Wallaoe1 as usual, he.mmed and hawed. 
Tbe President said, "Wel.l the two Henrys better get together 
or I will look them up 1n a room.• 

Be turned to me and said, "What do you think of the 
processing taxes?• I said, •Kr. President , don't you think 
it is about time the householder got a break?• 

Later on he asked again if we would get together and 
I told Wallace I would be glad to give him a hearing before 
the Fiscal and Monetary Committee. 
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Dear r.tr. Secret.ry: 

F'EDERAI. RESERVE BANK 

Ol' N•wYoRK 

December 16, l 9J8 , 

The total or corporate ieeues during the week was $56,:!00,000, 

'two of these issues, comprising about two-thirds of t l>.e total , were coD-

aidered thinly priced in the market and have moYed eoaparatiYely slowly with 

one of them offered a t some discount from the issue price. $30,000 ,000 of 

Chesapeake and Ohio Railway refUnding and improve .. nt mortgate 3 l/2a ot 1963 

wer o priced at 101 1/2 to yie ld 3,41 per cent, The bonds are rated A&, but 

ther evidentlr are handicapped b)' general fears concerning railroad securities. 

It 1a r e ported, however, that the underwriters expect the iasuo can he s old 

successfull)', if tine is allowed for ite distribution, and they are llkelr to 

hold the issue in syndicate for' the l:'einves tment buying which ia coneidel:'ed 

a regular feature or the llOnth of Januarr, For the present the aski ng pi:' ice 

is being held at 101 1/2 but no hid price le quoted . The oeoond looue that 11 

aoving slowly la $7 ,750, 000 of Green Mountain Power Corporation first and ,._ 

f'und.ing mol:'tgate :3 3/4s of 196:3 at 101 1/2, !:'&ted A. This iaoue ia quoted in 

the •guaranteed inYest.ent• market at a moderate discount. 

Three bond iaoueo , totaling $12,700,000, weH placed priYatel;r during 

the weeki $) , 100, 000 ot co1110on stock of the Glenn L. Martin Company ie being 

offered to atookholdel:'a at a price well under the current aarket, and there ware 

sneral auller iawu. or the w ek'a total, all but $5, 500, 000 ne for r'ttund

inc. 

!be o.tttrill& ot tss,ooo,ooo ot bonde, clebtnturea, and pr'&f&J'r'8d atoolt 
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(IOCf!AL ~tUiftVC •ANK 0~ N&W YOft,KK-~2Lo'-- Secretary Moraenthlu, 12/16/38~ 303 I 
~..; 

or the Public Serrlce Coapany of Colorado, which was to haY& bean aarketad ,_ete~, 

no~ clear the S.curi ties and Exchange Co..taaicn, a nd t he r egiatration bee been 

tit.hdrawn. The rlotetion 114}' be aade early in 1939. The $38 ,000 ,000 or Central 

IlllnOil Public Serrtce Coapany bonds offered laat week are quoted at a discount of 

2 or :; points and are sti ll IIOvin& slowly. On the other hand , tbe otfari111a to stock

holders of Comaonwealth Edison Company and Continental Oil Company conver tible de

bentures are ~till quoted a t premiums of around 7 poi nts . The market , therefore, is 

rolectlve and s till quite receptive to i ssues which it considers secure - on sa.ewhat 

stricter s tandards than agency ratings - and attract1vely priced. Besides the current 

offerin<:s to stockholders and the possibl e co11plet1on of one or two private sales , 

the only iapor tent public securit;y financing expected before the end of the year is 

the ocarketilli next week of $10, 200 ,000 CoiiSUJHrS Power Coapany first JDOrtgace 3 l/4s 

end $16,000 ,000 Railway Express Agency serial notes. 

llunicipal bond awards during the week a..ounted to about il8,800, 000. Re-

cen~ oft erillia have been aoYing acre r apidly then they were t wo or three weeka aco. 

Nearly half of the $2S,OOO,OOO State of Connecticut issue i s still unsold, but 

dealers ' total inYentories are on the down- grade. 

Hon, Henry llorgenthtu, J r., 
Secretary of t he Treasury, 
Treasury Departaent, 
liuhinaton, D. C. 

Yours fai thfUlly, 
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9tatlfM'le1 

Zi&iti&AII 

A. \alapoea , ... 31) ot l)anrtar lt, u•, r- ... 

:...rlaaa OoUIIIl a\ 'fd~ ne&a all~a\aa\lt111 •• tou ... , 

1~ ..... 8014lara baft aaala Melt arrlnq aa4 a 

41.tdoa ot lapaMM \rooJ• la a:qaa\e4 -. uoor4l .. 

\o rallabla lato~'loa raaalYa4 ., --. oo .. llla\a. 

\ 
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TREASURY DEPARTMENT 

PAOCURII:NitNT DIVIIIOH 

WASHINGTON 

IIDIOIWIOOK FOR Till SiCRBTAIIY 

J.t the requeet ot llr• Chen , opeoitioationa have been turniahed hio 111111011 

tor the tollow1Jic eqllis-nt a 

Traotoro 
LeoniD& llh"l Gradera 
Stoaa Road BDllera 
Shoepa Poot Te.pln& Rollera 
Wub and Core Drillln& Bqllipoent 

--~~ Spadeo 
Pi eke 
Drill Rode ( t or lw>d drllliJI&) 

Tranlita 
Lnela 
Plane !~lea 
Bleotrio Purnaoea 
Bleotrio Purnaoe Briok 
s-era (tor uae 1n hand drlllln&) 
Alu.!.Jwa AllO)' 
Gr1nd1ng Eqllis-nt 

o.ur• 
tn.amuch aa DO qu&Dt1t1ea are aT&ilable it ia iapoeeible to eetiaate t he 

DOIIIIt ot .,.,.,., tbat would be expllll4ed tor thio Mterillo 

306 

In addition to the ~o-.., tlw)' will purohaoe 7, 000 tirea , inqllirieo ••-~ 

1D& wbiob are at preaut 1n tha lw>dl ot t ire ......taoturera. It 11 expected 

that they will OODtaot thia ottioe betore an ...ret 1o Mde. 
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Dl I I II u. ~~-

MIIIOIIOOOII P'OR fBI ICCUtdf 

At tho NC!-' or llro C'*o0 ~il'aati_. b.ft .._, t\lnUaW b1a 111ae1• 

tor tho folloor1Jic ecrui.-.at o 

h'Mton 
L-'·& ... 1 OnMn 
a-. lloed Jtll • 
Sbeepe root r a '•& a.u-
Wuh ... OON twilUJI« lqlli ...... 

-.u.arr-
s,Mea 
Pieb 
Drill IOda (tor ~ drillSJic) 

fnlui ta 
LrNla 
n- tabU. 
n.ftri• Pill 
Blee\ria Pllnlaoe Briolt 
3 ,. (tor .... ill "-1 dril.liJIC) 
.Ut.S == A1.l.o, 
Cllr1llll1ac arut...-m 
one-

Tas= b u • ~U. ere -u.Jo~ i t S. illpa .. tbla to ..tS...te tM 

~ of ~ ._,, -'.4 M aq ' ' tar thie -.tari&l. 

Ill ..tcl.it~ te the ............ will Jl'lfthaM 70000 tirae0 i.DqlliriM OIDIU,... 

""'11b1eb ere at priiiHt ia U. lil..u or tiN ~. It ie a•; II tad 

that thO)' 11111 ..n tlaia atn .. .,. ... - .-1'01 ie ...... 

• 
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EDA 

SEcrEtary of StatE 

Wuhington 

1~91 DECEmbEr 16, 3 p , m, 

HONG ~ONG VIA N,R, 

DatEd DtconbEr 16, 1936 

REcEiVEd 7 a , m, 

308 

Following from thE AmErican Consul at Saigon. DEcEmbEr 

14, ll a. m. Saigon "Port of He.iphon' crowdEd with f rE ight 

shipmEnts EstimatEd t o bE 3007t ovEr normal. Maximum 

capacity rEachEd and goods routEd thErE will bE sEriously 

dElayEd , " 

SOUTHARD 

RR :WWC 
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December 16, 1938. 
4:21 p.m. 

~~r: Hello. 

operator: Ur. Jonee . 

:;::.Jr: Hello . 

J ones: What's the news with you? 

HLJr: Hello, Jesse? 

J: Ye& . 

;c.Tr : !!ow much 1s a ton of tung o U worth tod~? 

J : 

~·Jr : 

J : 

J: 

J : 

:-::.rr: 

J : 

J: 

HI!Jr: 

J : 

~HJr: 

J : 

Well, I d i dn ' t know you sold 1t by the ton . I thought it 
wa s by the gallon. 

No . The President told ~o , always keep a little tung oil 
t r ound my tonsue and I'll be all right. 

Good ror you! Well, any news with you. 

Ah -- no , I d1nn't -- I'm exhausted. I came out or 
CBbJnet. 

~h-huh. I knew you had been over there. 

VeRh. Wha t'e on your Dind? 

Not a thing. 

All right. 

I think we got -- got r id or Giann1n1 yesterdaY . 
gone aw~. 

I see . 

I think it's in pretty fair shape . 

Uh-huh . 
I've done most of my -- used moat of my -- if I have any 
di;:>lomacy , trying to create a better ep1rit, a better 
feeling between the department and him. 

Uh-huh. 
And I'm sure thnt he's -- I've convinced him that -- that 
-- Hugh, and Johnnie, and Waynt!, and I, and Pre-soon, are 

all friendly. 
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J: 

P.Wr: 

J: 

P.!.Ur: 

J : 

J: 

:r::Jr: 

J : 

J: 

'!l!Jr : 

J : 

J : 

J· 

HJ.:Jr: 

J : 

?.!.IJr: 

310 
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Good! 

And I think the boys -- tha t I didn't think that anybody 
else would be perm itted to do any harm to hi m. 

Uh-huh. 

So I think it is ln pretty falr shape . 

Well, I expect t o see it within therext day or two. I 
haven't seen lt ye t . 

Yee, all right. Well, we sot away last night at midnight, 
and I think lt is going t o work out all right . 

Well, I haven' t seen it but John is going to show it to 
me in the next day or eo. 

Yee , I'll-- by the way , I've sot to write ~m a letter. 

Write who? 

I've got t o write Giannini a letter and tell h1m that when 
1t comes to increse1nS ~ls capital that we will help him, 
you see7 

Uh-huh. 

But tha t -- I oan do tha t next week. 

Uh-huh . Well, I don 't-- I don't know anytt 1ns about it. 
! bPven •t -- no one has told me a thing and I -- Joh..'l i s 
go ing up to Hew York and when he comes ~Pck --

Well, that's perfectly all right. I d i dn't have it in 
Mind discussing it ?art1cularly. 

Well, I ' m not prepared yftt , Jesse. 

All right. Well , I'll --we'll take care o! the tung oil. 

How's your knee? 

It's a little better. The -- the Chinese came out to eee 
me today. 

Good! 
And the publicitY seemed to work pretty good. The story 
was carried, and I t hi nk 1t ha s gotten out all right. 

Fine. Well, take oare of yourself. 

All right. Good bye. 

Good bye. 
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December 16, 1938. 
4: 23 p.m. 

q!.!Jr: !iello. 

~perator: Mr. Delano. 
Pres t on 
Delano : Hello. 

:!!!Jr: 

D: 

D: 

0: 

:t.JJr: 

:!:.!'Jr: 

D: 

P.:JJr: 

D: 

~..!Jr: 

uello sir 
office ? 

What ' s this I hear you're back i n the 

\~ell , I Just have t o make a little demonstration once in 
a "hU e . 

I see . 

I figure thPt I can't J•J~t take t his Job and stay home ell 
the t ime. 

Uh- huh . ~ell, I'm going t o be in tomorro~, and Haynes is 
telling me about this off er he made to you of his place 
down ln the Carolinas. 

We l l , that 's very nice. 

And I r ea lly t hink you ought t o get yourpelf in shape 
because the winter is going t o be a hard one. 

I ~now it i s . I have a few inklings of i t myself. 

And I t hought it was an awful ly nice idea of his, and as 
fa r ~e I am c oncerned, w~v -- I w~uld be more than pleased 
to see you go down there and build yours elf up. 

Well , 1t is terribly nice . Is he - - is he e;oi.ng? 

No -- I don 1 t -- I don ' t know what h i s ylans are·, but as 
I understand it, the place is there at your disposal. 

really 
Well, that is terribly nice of him. I d ldn 1 t jquite under
stand that. He said it ln an orr-hand way , and I thought 
he was joshing, you know. 

No , no. He came back and told me. He eliid that 
offered it -- t hat he mean t 1t -- and that it i s 
for your use. 

Y'ell, that ie terribly nice of him. 

I think the way you don't seem to be able to get enough 
reserve strength, I ' d ser iously consider going nown there 
long enough to really get wel l . 
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D: 

!!IIJ'r: 

D: 

:XL!Jr : 

D: 

!!l:Jr: 

D: 

!C!Jr: 

D: 

;-f!~r: 

D: 

D: 

D: 

- 2 -
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Well, that i s very ktnd or y~u. What I had 1n mlnd was 
that I ' d see Lf we couldn't 888 through these two t hings . 

Yes. 

There 1s some 

the holldays, 

Yes. 

sort ot oonoluston here because I 
, and then I thought possibly 

you ltnow --

th1nlt 
ar.ound 

I thought the pressure m1ght 11ft a little b1t. I am 
terribly anxious -- ah -- I wonder 1! I could say some
thing t o you right now over the phone t hat 's been -- that 
I have wanted to say t or sometLce. 

Yes. 

Is there sny posP1bil1ty -- would you give oons1derat1on 
to letting Danny Bell come ln here ae the other deputy? 

Well, I d on 't know, but I -- I don't thlnk he'd consider 
1t. 

Yee he will. 

WhAt? 

Yes he will. 

In wha t capec1ty1 

As deputy. 

Well, that ' s ao!lz!..ng t o me. 

well now, the only -- I don't want you t o think I talk t o 
people before consulting you first . What hap~ened was 
this -- I was down J osh~ng with Danny the other daY. 

"!!.:Jr : Yes? 

D: And, we have been trtends ror a long time, and I sald that 
we had some stiff work up here and I wished to heavens I 
oJ uld steal him, you seeT 

:!l!Jr: Yes. 

D: 

~r: 

And he said, •well, why don 't you? • And I said, •well, do 
you mean it? • And that ' s the resson •hY I am speaking 
about it. 

Uh-huh. 
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D: 

::::Jr : 

D: 

~ : 

'!::Jr: 

:>: 

":.:Jr: 

D: 

D: 

:-!:!Jr. 

D: 

~· ·-. ..,tr : 

D: 

- ~ -
I -- I r eally think if you ' d talk t o h i m you' n tin~ th~t 
he ~~uld be willir~ t o come. 

Well , of course , i t ' s reall y up t o the Pre~ident because 

I under s t and that. 

The Pr esi dent has r ef used t o release h i m. 

I -- I tmder s tand t hat . I Just thought t hat I ' d ment ion 
it because it would be a great help her e i n our -- our 
rather broad ~lana tor reorganization. 

I see . Well , it' s socethiO£ t o think about anyw~y. 

Ye&. Well , I ' m terribly much obliged t o you '<bout the 
~ther t h ing. ~t me explain tha t I ' m not an invalid. 
I don ' t we~t you to t h ink that you ' ve got e cri pple over 
her~ . Hr. S~cretary , but whl\ t ha!)pened wee th:> t thesP 
Doct'Jrs continual ly bear on me for getti ng o·~t too soon. 
I ~i 1 have l obular pneumonia , which i s P. pretty bad t~•ne 
t o ::t.vc, •n1 ! 've been tryi'l!; to - - I get a littl e 
ctrength ahead and I come 1n her e , and then I' d use it 
up, snC. - -Sa t urday n1sht I v·en t hocc nnd passed out . 
Ju s t became unconsc ious, and it soared my l':'ife t o death , 
you see? 

I'm not surpri sed. 

And, so, we had a l ot or Doctors in, and t~at is the 
r e11son why I s t ayed out tor t hree or four oeys. 

Well, I d i dn ' t ke~p calling the house because I d i~n · ~ 
•an t to bother --

I a ppreciate tha t. 

But. I di•i get r epor ts indirectly . 

Well it wasn ' t - - i t's all r lght aga in , t~ t he ex ten t 
tha t ' i f I __ if I can J ue t -- i f I can vr in I ' 11 ge t a 
lamp on t his t hing, you know? 

!Ught. 

I ' m ever so much obliged t o you, s ir. 

0 . K • 

Good bye . 
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1.11::1>T1 NG OF FISCAL AND MOliETARY 
ADV !SORY COllliL'l"r& 

Deceaber 17, 1938. 
11:15 8 .111 . 

Present : 

riuml : 

H.ll .Jr: 

iluml: 

Eccles: 

li • ..a . Jr: 

Rll.ll : 

li . lLJr: 

1111!11 : 

H. !!.Jr: 

rtuml: 

H.U.Jr: 

Ruml : 

H. li.Jr: 

llr. f.c cles 
r.l r. Bell 
Mr . Ruml 
r.tr. Taylor 
Mr. ~anes 
l.lr. White 
Mr . ~a as 
lllr. Currie 

Tber e • s been a aarked cha nge in the trend of 
bus iness last f our or five days . Thursday is 
the best day since Munich - completel y out of 
trend, on the up si de. 

On the up side . 

voa~pletely out of trend. 

You mean on the r et el l business for Christa~as . 

Well, tha t' s ver y good, i sn't it? 

Th~tt is good . 

Is Ul&t j us t f or Wacy 1 s , because you may happen 
t o have ••. • 

Well , the Wacy t hing i s so g ener s l, lo!r . Secretary, 
t hat *ba t happens t o us happens al l over. 

Does tha t include Atlanta? 

~hat ' s New York. Toledo was very s t r ong . 

Uo you cons ider tbat e tip? 

No, I shouldn ' t sey tbat. Xou1 ve expressed interest 
froiD time to ti.me . 

I have. 
Well, come on, experts. Make i t short and sweet. 

Regraded Unclassified



!Illite: 

i:.ccles : 

~urr1e : 

&ccles: 

White: 

.<.ccles : 

B.:.! . Jr: 

H. :J . Jr: 

·•hite: 

d. !.l . Jr: 

o\n i te: 

liuas: 

il . rJ . Jr: 

.Baas: 

•Ill te: 

-2-

Short. (Hands copy t o Secretary) 

I 've got one, Barry. No I haven't. 

~es you bave - that one you have in your hand. 

'!bey don 1 t check. 

You've got one . I s tbis the same? 

Practically the same. Technically - tbe beading' s 
B little different, Currie . 

~here ' s George this morning? Oh there he ·i s . Guess 
I 1m getting blind staggers . 

There is one general comment tha t Geor ge had that 
i think is i mportent t o note, thc t the assumption 
is thut this araft, if it1 s to be used- t o be 
useJ for the Presi dent - i f it ' s to be used t o be 
m:u.ie J)Ublic , there ar e some st&tement s which it 
contains that you might wish to consider from the 
point of view of its effect upon business . 

• lell, I never send anything over t o the White 
Bouse that I aon 1 t assume t hat it might be made 
public . 

olell, in that. event, your St atement llS to What the 
additional income wi ll be this year - one of toe 
points that Geor ge r aiseo - might not be received 
.vi th .•. 

••here is tha t? 

.•. great ent husiasm . 

Number one - that the na tional lncome will be 
be tween 65 and 68 billion. 

I can' t help that. 

A ~ood many people. are more optimis~ic .than .tbat • 
Nny not let them be? 

You mean if they wish they might reduce your es timate 
dom t o 64. 

\ 
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eccles • 

B. :.! .Jr: 

Hoes : 

Eccles: 

.:urr~e : 

Taylor : 

:Oc.::las : 

B. tLJr: 

H.:.! . Jr: 

Eccles: 
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tlo , but I hope this is wrong - you know, hope it • 9 
better . 

There's the other side also, George, that this i s on 
the conserve ti ve side und it n:ay have the effect 
too, of them not complaining about some of the other 
expenditures that ar e going t o be made . 

barry, please ••. • 

(White goes up to Secretary) 

The origilW.l draf t haJ "In the absence of facts thet 
~o re not no11 kno Nn •.•• " There is sooetbing terribly 
deterministic about this . 

Yes . The public thiruts this committee can make 
figures, more or less . 

You've got "estim&t~d ." 

Isn 't there anything that huoon b eings can do bet.ve~n 
now a na the end of 1939 that can help us out? I mean 
a re 'Ne simply to be deterministic about the •Khole 
thing? ... tno\)6ht "In the P bsence of f acts not 
knoNn .•. . 11 

Tbu t • s true of e vert guess . You can pr otect yourself ••. 

I J on•t w;.n;; t o pr o t;ect; myself . The f act !trent to 
indicate is tbzt auman beings s till a&ve free will end 
i:lt clll.gence . 

That's a very useful thing t o indicate. 

"hether true or not, huh? 

II ell, Marriner, why don't you t uke this an~ you run 
through it t oday, bnd I'll si t - sort of s1t back 
and rest a little bit. 

J.ll right . 

I' ve had 8 t ough thing, end why not- you conduct the 
class today, will you? 

You wont me to read it, then Just take the •••·· 
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iou r un through it. "ill yo u cto t ha t for me? 

Under i'. : " The Boar d •• 11 - well , this is slight ly 
~ifferent . "The Fisca 1 a nd Mone t a ry Auvisory 
oo~rd nbs b een udvi sed by t ne experts of tne 
Tr ea sur y , Fe deral Reserve Boar d and Nationa l 
Resources Committee tha t : 

11 1 . The 1938 nat i onal income i s estimated a t 
~6~ billi on . For the c Plenda r ycor 1939 i t i s 
es t ima ted th~t t~e nationa l income will be 
betNeen $65 a nd $oS b i ll i on . " 

No.- tha t 1 s just &s r:e 0 . '{. 1 d i t the l <.st t ime Re 
me t - t ha t ~ar ticular s~=tion . 

11 :. . J.. na tiona! inco:ne of' : bou t $dJ bi llion is 
r e,,ut reu t o ;>r o vi u e a s ub sto.nt i ul r educ t ion of 
unemploy!.llen t . • 

31 1 

I 1 l l r end tnree , b ec&.u>i e tao l 11s t time 1;e consid
e r ed 1 t , t wo o nd t n1•ee we r e a l l c ons i d e r ed under 
nUJJlbe r t;~o e nd 1 t wus S\.gges t ed t ha t ',ve s pl1 t 
numbe r t no becau se tat r e .ve r e tNo d i f fe r en t t houchts 
t nere . NU!!lber t wo he r e is the f i r s t t ho ugal t , :..nd 
t nen I • 11 r eud nu:~~b er t h ree . 

" An income of ~i) billion or :D?r" i s " ttd nubl e 
t nr ough 1 ul i uti liz&. ti.>n of .>ur £1< n po·11er, pl&nt 
~nu e4ui~ment , tec1mology and n&t ur nl reso~rces• -
:; n:~ · .. e l ve go t i n bt"ackets ne r e , .-nJ.ch is r e!sin£ 
a ,.ues t i o n : "assuming t ne eli cine tion of s o:ne 
im~ort<:nt bottlenec.<s . " 

lie O. i<. ' d t na t una&r numbe r t 11o last time , •lfith 
tne i nstr uctions ttw t it be s pli t as it nbs been 
s ulit. 'Ihe onl y 4 ues t ! Jn t hen ro r t oday , unless 
we wa n t to go b ack nnaJ reconsi der wnn t we a vvr oved 
be for e is 'llhether or no t we want to leave t hi s 
a s s umptton i n her e th&t we make - I mea n th' t we 
Nlmt to l e;;ve tnis exception of elimi ne ting bottl e
necks , tha t ther e is t ne ass~~tion tha t a n inco~e 
of 90 billion i s possible .•.• 

You r eallv don ' t need i t , do you, i f you s ay • i s 
a t tain<! bl e tl:lrougn f ull util i zs tlon"? 
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That ' s right, if you ge t bottlenecks you don't 
utilize them. 

I think 1t indicates an appreciation of so1ne major 
problems . 

I don't see any objection to it. It does point 
out that even with a 70 billion income such as we 
had ln '37 we had an increasing price and increasing 
wage structure in steel and three or four other com
modities, tnat even with t hat level at which there 
wa s a lot of unemployment ·,ye did get bottlenecks . 
Personal~y I wouldn't ob ject to lts being left l n. 
I thir.A it's a ll.ttle more qualifying, but •••• 

'.'/ell, it sim,>ly repeats wnat you're saying by 
implicati on under four, and I see no ob jecti on 
to le<.ving it there to make entirely explicit 
wha t we're talking about. 

It points out one of the subjects we have been 
considering here . We 'v~ been considering the 
bottleneck problem - this committee - end all 
this does is recognize the problem which we ' ve 
been considering . 

All right, .,·e go on to the next t:1en if there 
isn' t any .. . 

I take it, then, you \Yhnt t o remove tnose parentheses. 

Yes , if t here ls no ob jection. 

"4· 1'/ith a national income of &round f8J billion the 
existing t ax structure would yield Federal reven~es 
sufficient to balance the current level of expeoai-
tures .• 
Now that's just as it was befor e and 1vas O. K.•d. 
No change, as I see it. 
George hLS one . There ' s a slight change there. 
George Haas bad a suggestion there to insert the 
Nord neveu" after •balance .• That woula change the 
concept of it - might be worth considering - so it 
would read •VIith a na t1onal inco:ne of around $80 
billion the existing t~x structure would yield 
Federal r evenues sufficient to balance even toe 
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current level of expenditures." 

Is that quite a true sta tement? That i sn't, accord
ing to our figures, a true ste tement . 

r:o , you mean tha t - that's rignt, you weren't tn 
here l as t time . They t ook care of me by putting the 
"o.round" in. 

If a billion and a half off is "around , " then they ' re 
right . 

Was that - we 1 re s peaking of cash, you• re spea.king 
or bookkeeping, Johnny . There ' s the distinction. 

I v1as s peaking or the budget as a Nhole and the 
budget which we have envisaged . 

Bookkeeping deficit or cash deficit? 

I was t alking real deficit, not bookkeeping . 

But the real defici t - i t depends entirely whn t 
you're t Elking about : the cash income and cash 
outgo, which is the thing that aff ects the economy , 
or the bookkeeping deficit, which is <. different 
matter. For instance, in the calendar year 137 you 
bad a ca sh deficit of a bout 400 million <.nd you had 
a bookkeeping deficit of close to two billion, which 
ls a very grea t difference; it's fundamental in this 
'Nhole concept. And I think the only thing tha t we've 
got to consider i s not the question of bookkeeping, 
it's the ~uestion of t he cash r ecei pts and disburse
ments, which is the thing thn t influences the - which 
i s tha t part of the fiscal policy t ha t influences 
priva te ac tivity . 

:I ell, if you explain 1 t in that way, that 1 s all 
right; but as I read this, t ili s means to me - this 
s~ys in effect that we wil l about have e balanced 
budget with an income of 80 billion dollars; I don't 
thirut tna t •••. 

It says •level of expenditures .• It's speaking of 
expenditures and r eceipts ; the cash is implicit 
~.n the s ts tement. 
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But what J ohn ' s thinking about is tha t the budget is 
now eight nine, and are we figuring that the tax 
structure on 80 billion dollars would yield eight 
billion nine hundred million? I mean that ' s wha t -
isn't tha t what you bud .l.n minu, John? 

vf course , there is some assumption ther e that if 
you had a revenue structure of eight bi llion four 
ther e wouldn ' t be the necessity of spending eight 
billion nine . 

Tha t ' s why I put tne "even" in. 

~o long as we all understand what ~e 're saying, 
t hat's all I'm trying -bringing ~P- that we •re 
no t ••• 

•·ell -excuse me - we 1 11 have to have another 
meeting Uonday morning, so e verybody 's going to 
have one more chance a t t his thing . 

Would you - if the word "cash" were inserted in fr ont 
of that, would tna t add or make it worse - in front 
of " expenditures•? 

Voell, lt woul d leave - it wouldn ' t le!lve any doubt 
then the t it was t he casu budget you were talking 
about . I certainly wouldn ' t see any objection t o 
lt. 

Would that aelp it? 

'ibn t would clarify, 1 think, ••• 

I s tha t all right with you (Bell)? 

It's all right . 

I t' s wha t we mean. 

It ' s what we mean . 

.Ls 1t all r i ght with you, Dan? 

It •s al l right with me. All you' re. talking about 
is the public debt out standing in the market. 

uere there any reactions t o the word •even" - in or 
out? 
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I ' d leave that out. 

Johnny , the assumption was that if we get the 
national income up to 80 billion there is every 
reason to expect that we can get u cash balanced 
budget. 

Xhat •s whet you mean to say. 

321 

"·· is sufficient to balance the current level of 
cash expenditures .• 

Really ought to be enough to balance the budget. 

Yes, maybe, but it seems to me we're pretty con
servative - you mean the bookkeeping budget even. 

Thut 1 s the only budget I think of . It's the only 
one l can s tend by. 

Think about what we owe as well as 11hat we pay. 

"5· The available supply of credit is so great 
taut present and prospective f'ederal borrowing 
will not create a shortage of credit available 
at reasonable r ates for private enterprise.• 

'!here was no question on tha t l as t time. If 
you' r e all agreed on that - any question? 

•o. It is extremely important f or Federal fiscal 
policy to ta,ke into account: 

(e) Changes in the volume of the outstanding 
debt of St a te and local governments and changes 
in the volume and character of their expenditures 
and receipts . " 

Want the wording • • • . Well , go :.head . 

•(b) Changes in the volume of capital expenditures 
'being undertaken by private enterprise." 

Do you want the wor d • alsu" in six - • also 'to take 
into account• ? That ' s besides taking into account 
the Federal side of it. 

\ 
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Where would you put thn t word, Dan? 

11 •• • a lso t o t ake into account . • 

Yes. ~ny objecti on to that? I think that ' s all 
r ight . 

"In pursuit of the ob Jective of ettaining a higher 
n 11 tional income t?e make the following r ecommends tions 
.11th r espect t o fiscal policy for the next fiscal 
year:" 

i ha t number one, Yr . Eccles, is out. That ~as out 
l e st time ana I t ake it it ' s still out. We tried to 
rephrase it in some such w&y in which we wouldn't get 
the s~e concept in, but we wer e not successful . But 
it cont a i ns the snme concept, 1. hich I t ake it the 
committee di dn' t accept lest time, or at lea st all 
of t hem didn 1 t acce;>t . 'lie did r ephr ase it, but still 
the SWDe thought runs through it . S&me concept runs 
thr ough this as r a n through the last one . 

I don ' t know; I don ' t thi nk so . 

You mean number one which i s a t the t op of the second 
p10ge on tue l ast - .,ell, it ' s t oe t op of - you've 
just eliminated nwnb&r one from i t. 

Yes • 

..• frou the recoamend&tions tha t we considered last 
time . 

1 c an r eaa toe old one, t n& one .mich 'N<:sn ' t accepted . 
"Ne.v :.nd addi t1onal taxes shoulu be 1m posed only i1' 
there is a corresponding incre~se in aggrega te ex;>en
u itures and then only if such expenditures sdd core 
t o na ti~nal income tnan those t &xes take a•Hay." And 
ue :nade it shor ter and r ephr ased i t, but tne same 
thougnt i s i mplicit in both: excep t for additional 
expenditures . 

Well, i n otner words , tnis i s the substitution, is 
it - bottom of page one? Barry? 

Wnat • s th~> t? 
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This number one - this is e substitution, is it? 

This is a substitution, but it's not a satisfectoPy 
substitution, because we couldn' t get - at that 
time there was some suggestion that - Yr . Ruml bad 
a suggestion, I think, as to how that might be 
phrased, and neither ~r . Currie nor I could remember 
it sufficiently accurately; and we tried this and 
felt that it wasn't the kind of statement that 
would satlsfy the different points of view. So 
that if there - the statement here is essentially 
the same as the one ~bout which there was a difference 
of opinion l as t time . 

"ell, tna t• s tne one that I -I feel t hat goes to the 
very heart of tnls whole ~uestlon and it's vital . And 
I have a sta tement nere sta ting the reasons, but I 
won' t go into that now, because we don ' t want to go 
into any lengthy discussion. This was the contro
versial part, you recall, that you Lnd I •..• 

Very well. 

•• • tha t you - thut tney were going to restate, vnd 
haven't done it. Do you prefer to leave t het over 
to lo!onday? 

Yes, because you and I h&ve en honest difference of 
opinion. 

"e don't know, we 're not sure; I'd like to 

Let ' s let that go on over to Monday 1 because up to 
now I haven't been able to see the thing phrased 
as I understand it - don't let me try to interpolate, 
but I don ' t know whether you cell that a compensated 
budget or what, but that's the thing tnat I can't 
subscribe to. No.,.., if we can't agree on Monday, 
tnere•s no r eason why you can't file a brief with 
your name to it. But I don't know bow Belt feels and 
how Hanes and Taylor feel . But I Just can t sub
scribe to a compensated budget. But as I said the 
other day- Henes wasn't here - for myself, being 
realistic I know that the President is going to 
increase ~xpenditures and therefore be has told us 
th&t be wants a billion dollar tux bill, of which 
500 million dollars would be avail~ble during the 
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next fiscal yea r, and I ' m proposing to go along with 
him, you see. 

!low, but I - I t hink it ' s such a long thing - I • m 
wi.L.ling at 10 : 30 Monday morning to sit down and go 
into the thing aga n, if we•ve got everything else . 
"ut maybe we can get together, I don• t !tnow. 

~he only - this has nothing to do wi th the question 
of whether the budget is COIDpensutory a ny more than 
the wnole tning may have . The "nole thing has some 
r ela tionsaip. "e 1 re rela ting the public expenditures 
aere t o the mtion!il incoiDe and that's all related · 
t o tue private, so tha t if national income is up 
high uno business activity was great, why , we would 
naturally - toe public budget would look v ery differ
ent. Ana ther e fore in the very nature of t he tning 
it's compensatory . 

Excuse me - may I give you 1> good h. ugh? 

Yes. 

Yesterday at Cabinet - I ' m positive Wallr.ce put the 
President uo t o it - ne opens the Cabinet meeting 
and sr.ys to' Henry Wallace, "Henry '!la lle ce, what 's 
this I s ee in the pspers eoout c processing t a x?" 
Tnen he looks t.t me. .~ell , I h&dn't sai d enything 
to him . 

So he said, •l'.'hat you going t o Jo about it?" 

ki d f. a· ems • no na ·s, aoesn' t s&Y :leli, '.1ellace n o ~ " 
&.ny thing . 

":lell, you t wo Henrys better go across the street; 
we •ll lock you into a room until you settle it." 

I said , "!Ar . ? resident, il' y.:> u 1 r e going to ask ; ha t 
and 1 t • s going to lbst as long as ta.at, why ca n t 
you send us to Florida, down there?" 

:,0 they aent on. So finally the Presidein\faid h 
"What do you t. hink about it?" I s a id, " 

1 
e 

u what I think about i t.• I said, • Don't you ? n 

{~nk it's about tilDe the householder got a break. 
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So then he said - well, the President came back 
at me again and sa i d, "Well, you and Wal l ace have 
got to get toge t her." 

I said, "Fine . I 1 m sure your Fiscal and Monetary 
Committee will be glad t o give him a hearing." .l.nd 
tllc.t brought down the house • 

.hnd that's where I stand . And that ' s where I stand . 
And Why shouldn' t - ser 1ously, if " fellow - why 
snouldn 1 t .:allace come befortt this board and plead 
ilis case? I'm very serious , Marriner . 

Of course, this is quite contrary to so~e of the 
things t b.t.t .lallace said . 

I mean Just t hink that over. Vlhy shouldn't ·.7&llace 
or anybody e lse Nho oas u t ax tneory 

.I ell, l et ' s pass up this one, then. 

1•11 r ight. 

11 2 . If taxes nre increased, they shoul d be those 
interfering least w!l.h adu1tions t o the national 
income ." These are •••• 

Before you enwaerate tnose, uo y~u thin& ther e ' s a 
possible interpret~<tion t nere, in vie11 of t he llliS
understanding that appears t o prevail with r espect 
to t he distinction between national income and 
Federal revenue - t hat people might f eel this means 
it i nterferes with 1ncre11sing Federal revenue? 
Prob&bly we ougnt t o say "Nith additi ons t o the 
income of t he A~erican people . " 

Yes , tlla t would bt> much better. 

Tha t • s rigllt, t hat ' s wo1t..t it i s . 

Yes , that lloulo be « terrible roisunderstanding. 

Your ~nglish is unfortunate there, too . •If t axes 
ore increased, they should be . • • • I don't t hink i s 
the King's English. 

"··· t axes s elected ... " 
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(On phone) Notify B enry, will you ..• (etc . ) 

What ' s wrong with "they•? 

~id I miss something? 

uhat do you suggest, Wayne? 

I ' m a purist, that's all . I don't tni~ tnat •s ••• 

I•ll consider that, but th~t still leaves me asking 
the ~uest1on ••• 

"If t axes are increased, t hose selected should be 

• ... those selected .. " - I tnink that's better -
n .. should .• n 

"··. interfere le•st .• . • 

.. . • 

" .. interfere least witn a dditions to ... • - is that - • 
whnt do you have there in pl~tce of •national•? 

" 
" 

the income of the American people ." 

the income of the American people ." 

" · · with additions to ••• " 

Yes. " · · · interfere least witn additions to t he 
aggregate income .•• • 

It will be misunderstood, because tney will think 
you're going to have s ome th~ t ba vfllow r ates, you're 
no t golng to ta~e - this is a difficult concept for 
a l ayman to g et. 

". . • t o tbe t ot al income of tbe American people." 

You can't put this so every layman can get it. 
Tbat•s impossible . Have we got "the aggregate 
income of the American people•? That's really 
what - that's better than •na tional" because • national" 
confuses it with the Government ' s inc~me, and i f you 
say the other they can't ~t least make tbat confusion. 

n 1 • - tbis isn ' t necessarily a question of 
• • • n.alDe y: 

order, is it? 
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No, tha t's why y ou sugges t ed l os t time to eliminate 
t he o rder . 

I t ' s merely a lis t of them ins tead of tryi ng to - this 
is u group - t hu t if ther e a r e going to be increased 
t axes, they should come in s o1oe W~<Y or other out of 
t his group . nnd I thi nk tlult 1t i s much e asier for 
u s t o do tha t t ha n to try t o d r a w a fine disti nction 
o f whc. t s hould be t he or der of them . 

Now, may I inte rrupt h er e t o s~y to Hanes that ~ s 
t o t he t a xes, the whole thing - I left it all wide 
open until you s it in. ~ s ! Dr ~s I ' m concerned, 
n oth.ing hu s b een a gr eed on , it 1 s all wide open. So 
yo u s ay wnutever is on your mi nd, plea se . 

•• e ll, t h ere ' s the lis t: t he es t a t e &nd gift t axes , 
modifica tion of i ncome t a x exemptions , income t ax 
o n mi dd l e bra cltets . or course, t ha t modificu tion 
o f income t bx exemptions isn ' t very explicit. It 
s e ems t o me t ha t we might s pell out, a t least 
J.i scuss Nha t we mean there. 

Th~:.t 1~eans the elimination of the tax-exempts - is 
tha t wh e t you r efer t o? 

;;o, 1 t aoesn ' t mea n t hat at ~all. As I unders t a nd, 
t ne modi fica tion of the income t ax exemptions - f or 
i ns t t.nce , t he r e ' s an income t a x exemption of t .venty
five h~dred f or 

The ba se is wha t y~u mea n . 

the married man, a thou sand dolla r s f or single, 
.. na four hundred dollars f or ea ch c h.ild . Tile thought 
is th>t t an exemption mi ght 11 pply t o a person get t ing 
$250J, or you might even d rop toe bL se . e~emption, 
bu t why Lpply an exemption of ~2500 a na ~400 for 
e a c 11 child to a person getting $5JO, OJO a yea r ord 
a person g etting $5J , OJ0 or $10 , 00J? It does ten 
t o slightly increase the t a x if you don't give the 
exemption, but I t h.inlt it would be l ess objection-

a bl e .... 

:le 're explor ing ~ me t hod 
doing - ins tead of doing 
altoget her, t aking tlOO, 

of doing thot by s imply 
that, doing &way ~ith that 
we, l l 5 ay , away r r o::1 the 
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total tax computed, tor example, ~hicb would have 
the effec t of giving t o the $2500 man his present 
exemption, but to the $2800 man, the $JOOJ man 
the ilO,OOO man, t.nd the $50, 0JO man it would be 
$100 Just the same. t>o it would do a11ay Wi th that 
exemption tha t you're t alking about. 

the exempti on would get less us tbe income went up. 

No, be the same . The man llith $50, 000 would get the 
SHme exemption as if he bad un income of $2500 . 

Jh yes, I see. That pretty ·• ell :;ccompl1shas the 
sume th i ng . Tha t's t he i\le& here. 

That will add something t o our revenue. Thet will 
add cbout $90, 0JO, OJO to our r evenue. 

Yes. 

How woula you want to phrase tha t? 

,/ell, this wusn ' t clc~r to me the way you' ve go t it, 
becaus~ r •a say - you've got t o s pell t ha t out e 
little bit, becau.se to t:rr1 mind that r epresented -
I t hought you were referring to the elimination 
o f tax-exempts bere . Tbo t ' s now clear it was t o 
me . I w&sn ' t here, d i dn ' t heur t he discussion • 

.. ouldn' t you c all toe SUGgestion you mt<ie the 
substitution of & tax credit in plLce of exemption? 

• ax credit upon the i ncome t ax. 

You c ould put •for example" if you wbnt to, in there . 

Huh? 

•For example." 

t Some ·words , if we understand what 
I think we can g e 
we want. 

For t his pur·pose here- i t seems ~il t~e~o::~!i~e 
is doing _ it • s not trying t o spe ou 1 
the type of tax; we ' re speaking in pretty g ene~a t 
terms . No.,., with r eference t o gift texes, es a e 
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t axes, there's all kinds of appr oaches t o modifica
tions of that thing . 

You could say "loNering the t ax exempti ons. • 

That's right. Why not say •lowering the tax 
exemption as the incoce goes up•? That's the 
effect of it. 

That ' s right . 

That' s l011et·ing t ax exemption AS i ncome goes up. 

E.liminu tes 1t. 

Nell, f im.lly does . 

:,e refer to the pri nciple·in our place as the 
pr i nciple of vanishing exemptions. 

Vonishing exemptions . 

•• • phraseology . 

But thDt 1 s a question of 

Yes, but the principle- I think it 1 s a quest i on 
of ·Nhether or not we support the principle as a 
means of getting revenue, if they are going to 
get Eoddition&l revenue. 

It would be a more ;>ulatable 11ey to give it to 
Congress. 

Than to increase the t ax r ate . 

Than to reduce the exemption: in other '"'ords , r educe 
the azsoo on a m&rr ied man to $2000 is not very 

1 t ble W"·y to get it,· 
popular. This seems to me a Pll a a 
maybe I'm wr ong . 

hell it tends to - you could call it vanishing -
the principle of vanishing exempti ons, isn't it? 

That ' s what it is . 

As the income goes up. 

it's 

I s t here &n'/ thought in your minds t hat it mi ght be 

' 
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desirable to put a runge of r evenue th&t might be 
obtained , or is that not ~t all necessary? 

Well, it seems to me 

It would give the Pr esident some idea • • •• 

It seems t o me, Barr y, thllt you might co t het in 
the case ol" modi f'1c11tion of income - this tning we 're 
talking about, but after ell tbbt all depends on the 
formulb that' s applied , bnd I don't ~hink th~t this 
coamittee is prep&red to put an e s timate on the 
amount of t axes that's possible under each of these 
headings . I think thot may r €GUire ~ good deal of 
study, and I think a ll • e ' re t a lking about is that 
if tney ' re going to get more revenue it OIJ6bt to be 
in these fields . Now, <s t o wht.t r ates s nd to "hat 
extent tney 1 r e going t o attempt to get taxes out of 
th~ eift or out of ~he - 1ncre~s1ng it in the lower 
income bra ckets, I don ' t believe r t this t ime i t 
,.;oulu bt: my f<!elillg thut we could undertalte t o 
estimate a t bll whot we cou.ld get from there . 

une wby to lay less emphasis ou one ~' s against the 
other woul d be to run it along like a sentence, 
no t huve the "' ' b, c; just run !t right q .ong 
&.s " sentence, ui th commas . 'lhere ~·ouldn t be so 
much empha sis on the one as bgeinst the ot her. 
Wnat, Ruml? 

(llods approval) 

Let• s do that. 1here can be no question .•• • 

l.ouldn ' t letter them. As soon es you letter t hem, 
u is more tban b . 

J. wouldn •t l etter them. But I 1vt.nt Hanes entirely 
sati sfi ed on t his, because this is hi s particul~ r 
r esponsibility. 

'!hat ' s all right with me- leave the a, b, c, d, 
e , and f _ a , b, c, d order - leave those letters 
out, and strike the e and f completely from it. 

This is the slippery one, Harry . 

"J.ha t r s mY vote . 
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I want to strike that out . 

~lipped in easily; it can slip out easily • 

J,s a pr actical matter, I don ' t think you ' ve got n 
political chance . 

I don 't see any r eason why we should just deliberately 
jump in & hornet ' s nest; I 1m the one that ' s got to 
jump, and I object to it . 

hs an economic matter, it •was Just a .,~;estion of 
ca oosing & preference; tbt•t if it ' s going to ••. 
I don 't think the Preslaent ~oula be likely to 
propose either one of those t axes , after the 
l as t y~&r 1 s experience . 

{/ell , I ' m - as I say, I keep repeating, this is 
Hunes ' s r esponsibl.li ty und he 1 s got to do t he jumping 
f or me . 

You understand, I •m not taking any s t end ·on t he 
economic - any mor e than I huve on a ny of t hose 
t c.xes. But I oon' t want de.Liberately just - as 
I said before, just go up unJ tnrash up a lot or 
,Jeople th&t we don 't have to thrash up ut this 
time . 

~nu furthermore, it's impractical becDuse ,e •ve 
talked to the Presioent about F , b, c, ~nd d, and 
those Here accept&ble t o him, end be didn ' t bring 
up e or f , and we didn ' t . 

Nobody has said anything about it at all up t o 
that . 

"'0 I think 

There ' s another t ax t hat isn' t here t hat be mentioned 
and that's a t .. x on a t liX· In other wor ds , put on s 
special ~t ar armament t t.x o!' ten percent; figure the 
t axes just a s they are now and then make a levy o!' 
plus ten percent for a rm&ment purposes . 

On income or on all t axes? 

"'n 
As 

all income taxes, both corporation and individual. 
I understand it, it ' s estim&ted to give from 2JO 
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332 

Now, why wouldn ' t thc t be a - why wouldn't it - let •s 
t vke the capital gains and the other one out of here 
for the r eason tha t 'lie know they won't be used a nd 

1 

if he ' s going to publish this and it shows capital 
ga ins and undistributed profits it would direct e 
strong attack on it on t he b~sis of that and might -
anu it •ouldn 't help any ; so I ' d Just as soon t uke 
those out, no t thet I 1 ve changed my vie~s with 
r eference t o the ~rinciple a t all; but I ' d just 
as soon take the!:> out and .toul.d suggest that we 
m.cht add thi~ 1•) percent t ~ox upon exist~lll: t exes . 

Jur boys here havt been \':>J rking on thb. t suggestion 
i n vt. ryi ng . aegrees of percenh.ges, so f orth, t. nd 
I' m no t r eudy t >J m~ke u r eport cs to wh~ t tney 
thluk, because I don 't tnink they ' ve go t ten down 
t o the point of making up thei r own minds; but 
t ht< r e ' s a terrific lot of ob j ecti ons on th<ct thing 
'llhich I' d like, befor e you put it in here, to weigh 
very c are fully . 

You mean tecnnic&l objections? 

I'm c ertt.inly not sold on tha t , !Jar r iner . I just 
haven't been sold on it . 

You don ' t mean because of the r~oct that it imposes 
t nat much more t~es on exis ting taxp~yers? 

Yes t ha t ' s whet I do mean . I mewn thc t i t doesn' t 
do ~1ha t we wer e plannins t o do in the other, br oad
ening of the income t Px, s t Qll . It simply concen
trates t he greater load .vhere it is o. lre£dy t oo 
gr ea t. 

You mean the 1nan who i s now pllying , l e t ' s say, an 
extreme - 79 per cent - he ' ll be paying 88, 10 percent 

more. 
Yc.s . It jus t aaus t o the dilemmL you ' r e in .;lrecdy. 

I t does on t he ver y high brkckets . 
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X?u've already got t oo lligh- you'll cdmit tha t 
tne high b r a ckets a re t oo high. There 's no way 
to argue the cas e a ny othe r .vay . 

You might wel l a r ply it on corpor ations, though, 
unuer no r ma l ••• 

333 

ilell, Ne ' r e hopeful o f getting ~n increase on the 
corpor .. tl .;,n s anyway, ond tMt .vould - tha t 1vould 
stir tha t hornet ' s nes t up t oo . I don't k:no1~ ther e 
a re a lot o f things t~t - I don 't obJect t o t ha t 
kind of teA except for t he specific r eason tha t I 
thiru< yo u've got t o 11ei gh 1t very carefully before 
yo u Jus t say t hat ' s E good wa y . 

'l.br. t W.)uld you put in h ere, t hen, as a n alternate? 
l think we 1 ve got to - it ' s a <;ues tion of getting n 
certLln t ype of t a x in prefer ence to consumer taxes 
here . Now, N e haven 1 t (live n much o f zyfield before 
•e get into consw1ers . 'rhere ' s four items . If we 
say those are out the n you 1 ve got to go into the 
c on:;ume rs ' taxes . :Jy f eeling is tlwt if you exha ust 
thvsG f o ur fields there , befor e you get i nto the 
con sumers 1 t ax you ought to increase corpor E. tion 
t a xes, you ought to uo some o t her ti1ings first, and 
t hen - b e ca use <. e ha ve it in he re, >l'e in effect say 
t hat if the present f our pr oposals her e a r e not 
s ufficient t o g e t t he taxes , then you•ve got to move 
i n to the consumpti on t a xes, thPt t her e is no other -
there i s no o ther t ox field .thich >I'Oul<i be prefer
able ofter you exhc usted, • e • ll say , these four 
fi e l d s . 

I think those f our fields , •ith the increese in 
corpor a tion t a x Hnich we contemplate a nyway - but 
t o a dd an other increase upon the increase contem
plated Houle be something we coulan' t get by with. 

"hy aon ' t you mention your inc reused corpora ~;ion t axes 

as a f ifth i t em? 

Tha t ' s all right . 

Le t ' s do that, ana thke those t wo out. That woulc be 

agreeable t o me . 

There aga in, I don't think we ' ll get anything the 
first yea r. 1~e • ve been figuring it in tv.·o bites here , 
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noping t o get 500 million dollcrs available in 
the f irst t axable year . The first full year that 
.ve get the benefit here is a different th1118 than 
our first taxable year, so we•re goill8 to get less 
benefit on the first taxable yer r than we get on 
the first full year . 

• hat • s becuuse you only get a half year 

That's right . tio wh~t we do is arrange this 
thing so as t o get 500 million dollars, us tbe 
Pr esiaent wants , in the f irst t axable year. 

~hat 1 s a billion a year . 

1het will be a billion a year . Be a billion the 
first f ull yecr . 

.\.ell , that - I couldn ' t - I wouldn' t go for that, 
because you•ll do Jus t what you did in ' 37 if you 
try i t, if you increase t axes by ~ billi on dollars 
out of the present nationa l income, or even the 
prospective national income this year you' ll have. 
I think it ' s vit~l , that very point, the GUestion 
of .vhether you• re going t o push taxes up to get 
another billion doll<rs; unless you spent another 
billion b eyonll t ile eight billion, you 've closed 
toe gap ega ln, you 've brought the - Nell, if you 
increase tLxes by a billion ana don ' t increase 
expenditures by that amount, you ' ll have almos t -
you'll come very close to a b alanced cash budget 
in 1940 . 

Oh no, not by u couple of billion . Right , Dan? 

I don ' t get Jusv\·lhlit •• . • 

The point I make •••• 

Not by a couple billion. 

No, you ' ll be much closer than tnat . 
agree, Currie? 

r think so . 

Don' t you 

Isn' t that point simil ar t o the one tha t you passed 

\ 
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up before and were goi ng to t ake up later? Do 
you think it 1s necessary to go into that now? 

335 

It isn 't a question of amount when you list these· 
I meun in this memorandum, for example, ther e is ~o 
mention as to amounts anywhere . 

That's right . That ' s correct. 

bo thct if you can list your corporation tax and so 
on, you won't have ar.y effect on the thought of it. 

Well, I 1m willing to do that . Let's take the capital 
ga ins and undistributed profits out and ~ut the cor
poration i n. You•re just t alking about the avenues 
ava ilt.ble . 

w!uy I :nalte a suggestion which nas nothing to do with 
the thougat behind 1vhat you're doing, but rather 
with the prc.c tical way of going about this thing: 
if b~ chance this should become some part of the 
budget message, you •d make our trading with the 
Congress and wi th the people that are going to be 
our opponents in any kind of ~ t nx increase that 
we might envisage - you ' re going to just start a 
hell of a lot of rumpus b ef ore it ' s necessary to 
st~rt i t; and ~s u matter of trading, I think we •ve 
got a good trading ,veapon, we 1 ve got a .<hale of a 
good trading we&pon llere t o get this corporation 
tax increase if we handle it properly, ana if we 
go out and this thi~ should happen to get in toe 
buaget message, I would r ather have it that we 
have a , b, c, and d and let it go a t thet, and 
without a ny more explanat i on on t hose items than 
we ' d have to give, and not go into the corporate 
t ax field . It isn' t a diSagreement with you, 
because I ' m looking ut tha t corporation t ax ~sa 
source of revenue r ight now. But I - there agnin, 
I think it would put us in a much better trading 
position if we don't get it out i n public print 
at this par ticular moment. 

Yr. Secret ary, ••• 

Nell ... -go ahead . 

Would this make your point, llr. Banes : if :e ~e 
to a period at the end of •national income a 
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say, "Thes e are, among other s :" and gi ve the f our? 

'!:hat ' s right. 'lle ' ve got ubout eighteen other sug
gestions here as alternat es wher e we can f i l l in 
the gap in r avenue when we ' r e cut dovm by t hese 
various Congr essmen . Yle •ve got sever al sources or 
revenue which we .vant to submit when we •re cut dovm. 
And t hey 're eood sources of r evenue, ar~ t hey ' r e not 
deflatlon~ry sour ces of revenue . 

Such bS wh&t? 

1he jus~ification for ooi~ t hat is t ha t you also 
indi cate the t axes you don t like; tner efore, i t 
is not necessary to •••• 

I t hink Ni th Be6raley ' s sugges t ion ther e - say t ha t 
again . 

~ome to a period ut the end of • nati onal i ncome" 
a nd say, "These are, among others:" 

"These are .. . " - you gi ve t he f our , you say " .. among 
other s . " Tha t ' s a ll r ight . Then tha t leaves ... 

Tha t ' s i l lus t r a tive . 

'!:hat doesn ' t exclude undistribut ed profits a.nd 
capi t &l gains . 

Then it' s a l l right t o put it in. 

I ' ll go along a hundred percent on that . ~e've got 
others . You s ee, i t isn' t only the cor por a tion tax. 
'iie•ve got others too . 
I t hink in view of number three now - i f i t wssn• t 
for number thr ee I ' d feel differ ent about it; bu~ 
i n v i ew of the n~ber three, to s~y "among other s 
comes in a ll r ight ; becouse you exclude cer t ai n 
types i n number three . 

You could apply the snmeepr!~~~gpl~t~~r!~ea~~si!:~nt 
of t hree ; say, •These s r , 
t hose . 
Then are we agr eed on number two? 
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Uo I under stand that e and f came out altogether? 

J ust leave t he four in, Dan; he ' s going to say, 
"These are , among others :" 

It ' s all right . 

All right, t hen, number three . 

"We advise against new t axes which operate to 
r educe subst ant i ally conslllller purchasing power. 
These a re, among others:" - see? 

~illy not say •sucn as"? 

Except you want tne same l anguafe you bad &bove . 

;lell, I tnink maybe i t ' s better up above to say 
n sucn as . n 

"Sucn as ." 

237 

Taylor: xes . 

t.ccl e:;: 

Ec:.::les : 

Lccles: 

r.ccles: 

llhite: 

Eccles : 

!!ell : 

1·11 r ignt - •such a s ." 

In both cases . 

Hell, th&t doesn't mean toere ere others . 

It me&ns a lit tle di f f erent . 

I tnink "These are, among o thers" leaves it Ride 
open. 

hll right. 

1 t nink per sonally if you s ay • such as" it ' s more 
limiting than saying •These , among others ." And 
then let ' s take the a , b, c , d off , Just es we 
di d above; just • • .• 

Separa~ed by a dash . 

Tnat • s rignt . Is tnat agreeable, Dan? 

xes , it ' s all rignt. 

' 
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Do you want J6bnny •s • •. • 

r •ll let J ohnny do the talki ng . 

Tbe only t hi ng I don ' t like about t hat is your taxes 
on low inco~es - well, tha t isn ' t s peci fi c because 
we ' r e - we must contemplate - if l'l'e 're goik to r aise 
the r evenue, 'li e must contemplat e t axes on lo~·er incomes 
than we 1 re getting now. I wonder how far vou want 
t o qualify that low income. I mean tha t - ·of course 
I know what you mean there , you mean • • • ' 

Very low. 

. • ; very low income groups that we don 1 t want to 
a ttack with nor e t axes . But I 'm wondering if that's -
if tbat•s - if we• r e f ollowing closel y wha t we' ve 
s aid above . In other words, ·we are going t o lower 
exemptions, so forth and so on, we• re going to get 
down t o the lower groups - now, what is l ow? 

Pick a figure . 

This tax picture i s for t hls year only; I mean i t ' s 
applying to t he present picture, the present budget 
picture . And next year there could be e shift, the 
si tuu tion c ould possibly exist where you 1d say, 
"We •ll put t axes in t he l ow income . • It ' s just a 
question no" of tcying to emphasize .• .. 

I'm not a rguing with that. I ' m arguing with the 
consistency of your statement above in item - wh6t 
was - item c, income t ax on the middle bracke t s , 
which does go down to - in order to get the r evenue, 
does go down to a pretty low income . 

It seems to me tha t it ' s pretty diffi cult, though; 
when you say •middle brecket s , " you don' t qualify 
tha t either. I t seems to me t ha t it ' s like your 
gift t axes and like the modi f i cation of the tax 
exemption; it' s a technical question, and I doubt 
very 1ouch if in this repor t you cat. 

If you said • very l ow incoce, n would tha t do it? 

In view of the f act tbat you have •middle" above . 

\ 
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I•m trying to be consistent. It means everything 
the t wouldn 1 t co rae in what's in the middle. 

You could either push them in the middl e or put them 
in the lOIV, 

I think this is better from your standpoint, because 
it lea ves a good deal of flexibility with it . 

A~ long as you think it's consistent with what you've 
s~ id above - r nave no ob jection to it other t hen that 
it looked incon sist ent. 

I r aisei toe same question, s~id t o Currie, "Whe t 
do you mean by l ow i ncome; do y~u mean five thousand 
dollsrs or three thousand?• 

Exac t l y. That's where you get off . 

The average inco.ne is whut? ~bout $17u0 . And 
certainly nothing < bove average 'llould be considered 
low . I meo.n you could mz:.ke t but kind of ~n ar gument . 

You might put it that way. You mi ght put it that 
you w~uldn ' t increase t exes on any income below the 
average . 

~axes on the poor . 

'lht.t goes ;>rett y far . J.s a matter of fact, I think 
you could eliminate it altogether, in view of the 
f a ct tbat these things illustrate a principle, and 
wnen you say •among other s .• 

I think it's better out. 

You mean elimina te t axes on low; t hen you've got the 
conver~e to it above: t axes on middle brackets . 

~hat's wh&t makes possible its 
If you didn't have it above as 
t o be desired • . • . 

elimination below. 
one of the t axes 

~11 rlght, all right; it's all right with me . Yes, 
the f ac t tnat ••• 
You mention •midole" above a nd not just incomes . 
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Are yo u tnr.>ugh with the t a xes nov.'? 

Yes , we 're just through now. 

I s uppo se you mean t~xes on phyrolls to finh nce 

340 

tne r egultr expenditures of tne Government · you 
don 't mec n , f o r instance, old-uge reserve, ' unything 
like tna t . 

'l'bht 1 s a good question • 

• lell, till.t mee ns, I would say - thc t .vould coply 
o n the hhole thing, tha t it mr kes no d iffer ence; 
if you put 3 t a x on ,>r· yrolls fo r llny purpose, it 
is a t a x tbc t t akes 8 N8Y from consumer buyi ng 
power, and to do th<.t 1 t this time ..• 

• ;ell , I t ~<ke i t t hut DHnny i s r Pis!ng l::nOthe r o:ues
tion : do you have r eference t•, the added inc r ease 
which 13 due next yeer, &no if s o , isn ' t tha t - doesn ' t 
·tn• t appe~; r la t e1· a nd doesn ' t th>< t pr esuppose •.•. 

Yes , tha t's what I - tnttt follows wha t I• tatllinking 
or . 

If you agre e to the " tner, you NOUldn 1 t mind leaving 
it nere; but tile 4 u est1on ~ss t o wncther you a gree 
t o the othe r - t ais j>r esupposes th&t . LJidn' t th i nk 
»f th:~t before . 

'-oula I s ay s omething - because I've had an appoint
ment f or three days t o ha ve my fee t boumi ana I 1

01 

due a t 12: 30, s o I • a nt to be excused . I wwnt t o 
go t " e ignt , if I might . 

~>ight. 

If I mi g ht . And l 1 ve got on i dea which I t hiM is a 

good one . 

'l'here isn 't any e ight on her e . 

Have yo u got the finAl copy? Here you are . 

r •ve got one now. 

Regraded Unclassified



t-cc les : 

H.::. Jr: 

,'.h.! te: 

H. :.! . Jr: 

unite: 

a . ~~ . Jr : 

-28-

so forth, for public works should be done ln 
p r epar e tion for t be time . ~ • 

Should be done 1vhat? 

341 

·· sh ould be done ln prepar ation for tne time when 
tne rearm~ment program b egins t o diminish in this 
country · I jus t want t o get tha t thought in Tha t 
a oesn't s a y it can ' t b e done in addition to : • • 

This is particularly important - "in pr eparation 
for •. . n 

~!11, the po:nt I' m m~klng - a lot of people say , 
uell, oo ~; t:1e housing progr&m ln England is t tlrough 

.t he rehrm~ment. pro"rbm l s go ing on; wh<> t ' s gving to ' 
ual?pe? a f .. er tne rea rmament pr oc; r alOl slu:nps off ? " 
I ' a l~ke to somewher e jus t lea ve t ne thought: .ell , 
we 1 r e not going to r e~or1n for ev&r, see? I mean I •m 
being - llOd just le~<ve t he ti:l->ut;ht tu~> t we 're no t 
going to alwa ys r .;a r m a n-.! vte uope some da y this 
thing i~ going t o be over ; t. nd 11' e nd wnen 1t is, 
then we • ve got a lo t of tnlngs to take its place . 
I thiM. it ' s worth th i nking ubout. I'd like to t hr ow 
th~t i n . I mean so often when you talk to Lneli sh 
economis t s they say, • Well now .. • - or Ger:nan -
11 •• wha t h~oppens bf t er the r eiJ r m .. ment pr ogr;,m," and 
"You can 1 t stop this r ace for reurillamen t unless you 
can give them a good substitute ." See? And , 
t h1nkill6 in t erros of toe world rearmament pr ogr &m -
"Well, we nave a good s ubstitute ;,nd a re sorking 
f or i t, so we sren' t for r ear11aoent because it ' s a n 
employment thing &ad we haven' t got something better ." 
I t hlnk it's w~rth tbinkin£ about . 

It ha s t no excellent aspects . It meets t he criticism 
th~ t is being d irected ugainst the present armament 
program !..S merely :m excuse for reempl oymen t , end lt 
also provi des a sort of a ~romise th~ t t he moment the 
urgency is gone it wi ll b e di mini shed " nd something 
pr oductive will take its pl~ce. 

I mean v;e ' r e r e ady f or it, see, so people c an come 
a l ong and ss.y, "Now, of course, i f the Germa ns only 
had somethlng to t a ke t he place, maybe you could 
ge t t hem to st,op r ea rming" - they say, " l'ibat •ll 
they do?" and nobody oas t he ens·Ner . Do y~u get 

i t, nUilll? 
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I think i t ' s great . 

It recognizes what I think i s fundamental in tbis 
whole picture , and that i s that the Gove r nment 
Stbnds ready , if need be, to b e a compensatory 
f llC t o r, thttt is, to - if wnen tn" rearm~tment •1ui ts 
bnd privll te employmen t. ca n ' t use the man powe· r and 
f Lcilities, yo u 've go t e - the Government r ecog
ni zes th<t it• s go t t o ne ve a pr ogram that will do 
it; Lnd th:- t ins t e&<i or 1De e t1ng t he thing on a n 
emergency b~>sis or t. dole basis , tna t taey recog
niz e tne possibility t ne.l. prlvt> te inous try NUl 
n o t t a.re ca r e o f e v.; r J' .me ;;hen t he rea r mament ;>rogr~<tll 
is o ve r a nd t h:: t it i s t he duty of tbe sta te, and 
tna t tney a r e ~repa red t o . It seems t o me tha t 
t hat's tne fundament~<l thing tha t. 1 see in it, a nd 
I'm f or it e hundr ed perc~nt . 

<~ell, I tell you ano ther tn1ng tnt• t 1 t will do . 
It Nill meet the c ritic ism I had in the business 
group that the stuff wasn' L good enough - I mean 
the indication tha t 'II . P . h: i s n 1 t good enough to 
spend t he money on . 

uell tnere ' s a l o t o f goou s tuff; I tnink it ' s 
wortny of a pa r a,; r o;h, i f you f ellows wi ll agree , 
a nd - jus t mcking tnt t reor mrment thing s tick out . 

Do you agree, Currie? 

Yes , very Olluch s o , ll!r . Secret~: ry . 

Ve ry mu <.:n so . 

t h e Jl ople • ny c ountry come s Because wnen you "~>t os " - ~ " '/h· t have you 
in ~nd ha s ~ big rea r mament pr ogr am - • " 
go t t o t alte i t s plac e? " nobody h1. s a n answer . 

The grea t compla int t oda y on the public expendi ~ure 
isn't so much t~~ ~~~t-o~u~n~t~~P;~~1;~~ th:t 
lea st tney s sy 1 . it' 5 the wasteful way 
you ' r~ not ~etting va ue, 
it's b eing a one . 

If y ou fel lo·.ts W.luld excuse me, because 1 r e&llY 
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na ve t o nave my f oo t rebandaged . 

You wa nt us a t l J : JJ Monday '? 

Ye s , but continue he re, a nd I ' ll 

One point befor e you go , thu t that gr oup - Mr . 
.blough Wld Mr . Shoup and II iss Ne~tcomer have 
c ome down and a re wor~ing t lready on L prelim
inary survey with ·r espect t o state and l oca l 
t axes , and they ca n ha ve 1t r er.dy f or l.!onday , 
I uncerstand - toe pr eliminary survey - if we 
push taem. 

Push . 

"ut y ou would like sometnlng . 

Sure . Poosh! 

Can I see you ( Ranes) at one? 

Vlell , I'll lea ve here at t. qua rter of one . 

~,.uarter of one, right. 

I ··u be tnere . 

I' m golng noR . T&~e me f ive minut~s 

I'll be there a t a ~uarter of one . 

h ll r ight. So we'll ta~e on the great compensatory 
budget •• . . 

I j ust don ' t get- I'll n;.ve to drop that \Vor d e nd 
flnd some o ther wa y , b ecLUSe tnis is ... 

It • s going t o t a ke him months to come to a fina l · · • 

It ' s a question of degr ee, it isn't s question of 

principle. 

You go right ahead, you .; entlemen. 
But tuis foot does have t o • ••• 

\ I ell, we' 11 go ahead then. 

You d on't mind . 
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I ha ve it o n my c a l enda r f or 10 ·30 I t• t 
with the President; we checked yes terda/ or two 

·•e g<j>t ao1vn to nwabt!r f our . 
d i dn t we? .le cut out e on 
all t he let ters enumerating 
betNeem each . 

"These £re, emong others :" 

"Tnese a re, among o thers :" 

ue finished three, 
three and cut out 
them, putting a dash 

Kay I 4Sk a 4uest1on on four? Have y ou co~e to t~nt? 

Just ..:oJJil.g t o it, J onn . 

•·11 l" ight, go 6heuJ . 

n l" e y ou malting tnese cnanges , Curl"ie or 1/h!te? 

.1. hi.ve the ch;.nges up t o now. 

"4 · In view of the f act tha t the ljnticipoted 
def i c i t will be g l"ently less in the s econd nulf 
o f tu.; coming flscul yea r than in tile first i1&lf , 
a nd in v1e'G of tn;; c onsec.,uent decline in addi tions 
to buying ,>ower contributed by t he Government, 11e 
recollllllent that 

11 (a) benefits i n connecti o n witll old age annul t i es 
sho~ld be !ibel"a!ized e nd payments begun i n 1940, 
e nd 

•(b) that the 50 percent incl"ease ln old age pay 
r oll t axes scheduled to begin in 1940 be postponed 
to tile following yee r ." 

'lhen t here is tl:lis in b r uckets here; that - maybe we 
better r ead tha t , t oo , as on explana tion of wby this 
sugges tion. "The aaui t i on to bcying power resulting 
fx·om the &doptlon of these two pr oposals would amount 
to ~250 - $300 million dur i ng the s econd half of the 
fisclll yea r 19.40 ." 

J.l! right, J ohnnY , wba t was it y ou .... 

Maybe thst answers my ~uestion which I had in mind . 
Is "In view of tne f ac t tllet the a nticipated a efic1t 
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w1ll b e g r eatly less in the s econd nl' lf of the 
.:oruiflll fiscal yevr tha n in the first half" _ I 
IVO ndered on what that N BS ba~ed . 

Gooa night , everybody. I think we ' re mr.king real 
progresn , think we ' re going to huve something . 

See you ldoneia y . 

Good-bye . (Lec ves) 

345 

·· a nt w::.s b:>sed - w&s that based on this explanatory 
no t e do.vn aere, based on a great er inco!lle co!lli ng in 
in the s econd half of the yeP r from the t ax? 

Tb&t 1 s right: frotll wha t estimates 11e bo.ve been able 
t o make , that bo th the bie incre&se i n income t~x 
ur.d i n payroll t axes t he first nslf of '4J , r eflect
ing tn.; !Lirly goou ) ear .;e ex.,o;c t in ' 39 on toe 
income tax, and !)Ossl bly t he peak - botn r .·.v. J.. . 
~ nd ;I. P . P . • tapering orr a t tha t time . 

I see . 

The drop in expenditure and the increa se •.. . • 

• got i t. 

Ssy i t in o ther .roras . Tne Resources CoMittee is 
e xtremely r.ppr ebensive about the sit~tion i n 194J; 
great d a nger of another 1~37 co~lng for th~ sage 
re&s:m . 

Anu in lieu o f t lu\ t, to offset tlla t sltu .. tion, 1t 
w&s r eCoi!lliiende.l tna t these ,>~yroll t axes be deferred 
f or ~t lebst £ year . 

MH r riner on that point tnere •as so~e disagr eement 
a mong th~ experts, if you ' r e inter es ted in it. 

Yes I - we •ve been making 11 study of a 
got' it right here - on the Nho l e Social 

pr ogram . 

I meLn t he experts 

r eport -
Security 

lle• s putting "exper·ts" with quotes on it. 
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Oh . 

iiHh 4uo t es on 1 t. I 've talked to Harry; I ha ven't 
t a lked t o Leuch about it . 

Tha t •s way we t a lked - put it with a 4uestion mMrk . 

uhot 1 s your posi t i on, George? 

Take the first sentence under four a nd then your 
remedy includes the use of tne Social Security 
t axes . ~y feeling on th~ t is this: t na t the Social 
~ecurity tax is r ela ted t o o definite system of 
bcnefi ts ana taese benefits noN only apply to a 
limited porti on of the p~pulation; thtrefore, if 
yo u want to make tais corr ec tion lor .mat you stated 
in t he first s entence under four, tha t the ::lochl 
Security system - I ' m tal~ing about the b part of 
it - snoulan't be chcnged, prefer a bly -I mean for 
taut pur pose. If you wa nt to change the whole 
system, O. K. ; and I think it needs some drastic 
face - l ifting . So I' d say as l ong a s t he sys t em 
is standing b S it is, you break up the whole arrnn~;e
ment and I think it 1 s grec tly ine,.uitable to take in 
and to pay just a limited population out of ~hut 
amounts t o the total tax structure. This is now 
directly r e l a ted t o benefits - the tax; and the 
henefits - I'd say if you wa nted t.o make a modifi
CLti~n of tne t~x , t ake some taxes which ere in the 
sace cctegory cs these . 

'I&ke the taxes under ::: , b , c , a, ar>.J e , ·,mich you 
don 't want to levy and waich you u o levy . 

r •m exvressing my own view on tha t . 

or course speaking of the other t~xes that Dan 
spoke abo~t VIe ' re t nlking ubout not incre~:sing 
t hose t axes: Those tt>xes are the r e . We know it ' s 
impractical it may be desira ble, tor eform; I r:ould 
say tha t it' would be very desirable if we could start 
from ser a tch on the whole dacm tax system - just ~~ 
it may be on the Soci al Security . But we kno~, a ~r 
all t ha t we• ve got t o be pr&cti cal, that you .ve g~ 
to take the tax tning just a bout ~s it is, a na s~f 
hn s as are made in the existing tax system t s 

~earng:bould not be d irect ly harmful to consumption 

a t this stage of the . • • • 
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And when you get to the Social :>ecuri ty I ag r ee 
Nith you tha t the wnole dtunn $oc1al Sel!:U.ity t hlllt 
is not equitable, it ' s unsound in a grent many 
aspects . But you c an ' t- I don ' t think Congress if 
they m:.nt to - tha t ' s one thing - I don ' t t h ink tha t 
tne Pr es ident, as a pr actical mat l er could admit 
t hat tne ~ocial Security pr ogr am needed to be com
pletely throttn out a nd started ell over age in . 

!lot tnrow it out , no . 

It seems t o me the mos t :re c an get a t t his t ime 
t he most t ha t he c ould possibly propose, ·.<ould be 
e oocificctio n of it as inci lcated here for L broad 
e conomic reason of &eeping consum? tion up until the 
national income get s hi gh er by , first, not i mposing 
thi s half of one percent, A'nich i s a t c.x on c onsUillpt i on, 
LnS it comes t oo soon, on~ s econdly, tha t the benefit 
payment to old ;,ge be moved up . !!OI'I, true, tner e ' s a 
lot o f people tl:l~ t a r e not under this and i t ' s being 
jlroposed, o.nd tilt> t may b " b D additional thing; but I 
aon ' t believe that come s within our s phere, t o s oy 
tha t the Social Security should take und er it a ll 
farm l a bor a nd all domes tic serva nts and so ~orth . 
But t na t ' s a defla tiona ry t hing , however , bec&use 
if they :i.::> t a ke under the Soc illl Secur 1 ty those 
gr .::>u ps , taey will sta rt pbying t axes immedi a tely 
o~, I su?pose, this one ptr c ent basis , e nd the 
employer one percent; so ther e .dll boi! a t '>'.J percen t 
t a x on ~ va r y muca l &r g er p~yroll o f tne c ountry . 
r.nd the benefits pe 1a out, tnoug h, to the t g r oup, 
if y ou ' d >Yeit three y eer s , whicn you ere •eiti ng 
no" f or the fi r st group - tnis s tar tea in ' J7 , tnen 
•e WLit ~~til 14) 
Unless yo u put i t on a ~uy- u s-you-&o . .. 

if 
1hat ' s right . Now, /.lhOn you bring this group i n, 
y ou i mmedi a t e ly start giving t hem old-age benefit s 
in '4J , j u s t the same ns those tht t came in tO:ee 
years a go t ben or course you may ;wy out to taem 
a s much a; you take out from the group; at le&st it 
woula be closer than if yo u .1ai t three years· 

r.!y ,:lOint a s an economis t ls t his . I think t~Lone 
co nsideration or toe ~octal Security t ax i s tais one 
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o f tne co~pensatory arra ngement - one c~nsideration -
but .vould i t be 1v1se to make a d ec1s1on on one aspect 
of the boci~l Security pr oblem purely on th i s consid
e r s t ion, unti l this commit tee s ees the ~mole Social 
:.lecurlty arrangement t hrough? Th&t ' s lllY objection • 

.. ell, i4r . Eccl es , I t h.!.nk tnere 1 s a certa in logic 
thut would appeal to common sense in this k ind of a 
propos~>.! from this voint of view: that when t his 
tax - I mean when the: s e t - up lias originally made , 
th• re were progressive increases from year to year 
o n tue general a ssumption that things were going t o 
get better and better a nd be t ter; a nd then you had 
i9J 7 coming in, so tha t you're not much bet t er off 
and Non't be in 1939 the n you were in 1J b . So there 
is a certa in, it s eems to me, pr ac tical logic in 
scying, •·.~ell, •e coulon' t foresee that f ar ahead 
a nd all we ' r e doing no·n in t his ; roposal is t o make 
tnis r ecorrur.endation that v·c no t ma ke the increase tha t 
wos c&lled for .v •• en the lf.w wos oricinal!y enacted ." 

On t he nssumption tha t conditions would g e t better, 
o nd t hey di dn't. 

I d on 't thinK tna t ' s 
alt ogether . I thinK 
t o s e t up ~ r eserve . 
of p&y-as- you-go . 

th~ r etson f or edopting it 
you hud ~n actuarial co~putetion 

liut t ou • r e going on t he th<.:ory 

I t h!.n:C that ' s -:~na t you ' ve go t to co:~e to ec~nomicr lly; 
y ::>u oon 't have o r.y choice . 

Yo u c a n s ;,y, 1 •• oreov.,r , this is r. ste,. i n t he d irec tion 
<>f the 1nev1te.b le t r end . 

"Ut you can • t 60 on a l'~t ;;-t.s-you-go system end h~o ve 
y our t &xes come ou t of the gener al t E X str uctur,; , I 
don ' t believe , end only • section of your ;JO,>l.llr. tiun 
r eceiving benefits. 

Tna t , s r ight . And I don • t believe - t hink n~~~o:~ go 
on tha t basis until y ou get f. much higher 
income than ;.·ou ' ve got now • 

i i cucs t e nce is this: tha t 
Uor eove r , the mit iga t ng c rm lo er ' s portion at any 
s portion of t his t s~ , th~ e 1~ ' / conceded, passed on; 
r a te, is f or theomfosit , p~~O~-"e , Joesn 't - if you 
so t. na t elel!lent " 
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reuuce that,. it becomes in the natur" of L reduction 
tht. t hits tne whole population thE.t portion of it 
I mean that mitigates t ho diff~rence to that extent 
But the o ther portion - tha t • s not true of the · 
employee ' s por tion . Uu t it ' s not as b~d .... 

In this connection, it is inte resting th&t the 
report of tt1e technical committee tnLt d r ew up 
the bill - the reJJort thL t ~t.s sub1•i tted provided 
for a much slowc.r stepping up of the rate , every 
five years, ~nd that was changed a t toe l ast t o 
every three years . So . • • 

'l'he step;:~ing up depends on the condition o f the 
netiu nel income . 

Much higiler th~n th£ ;:~resent lu;;, N!iSn ' t it? 

.'.ell, 1 - cny .mole ;ulnt i~ the t thls tning is 
<!i.Jout - I illean h~r,; is a recommend"tion of a 
::;pacific tl.x hu justmeut .•hich is bound up Nhh b 

system of benefits and taxes; thu t the committee, 
~ ftcr tllinking through t he whole Social Stcurity 
ar t• angewent , may arrive ~ot this, or even lower this, 
whicll •ot.ld met:t thiS situation more completely th~n 
just this Lei justment .• nich is suggested . I just 
reeister my •••. 

Geor~e h&s stateJ , I think, very clecrl. , tne view
point ·•·hlch ~te ougnt to tt.ke from the Tr e.,sury 
s t&r.dpvint . 

J.bsolut~ly . 

Bect.use if we go iJUt ' nd m~kE: " r t:co=encis t1on wilicn 
we subscribe to here wnich is r wmin& erow;o behlnd 
the .;0 cial Security cro .. o .vlth "hom .. e • re oealing 
daily i t seems - a nd pick out one specific thing to 
say ~ 'iie r ecommend this" - why , tnen I don ' t think 
the' Tr easury can r econunend t hat . ~ly suggesti on would 
be to s t op at "··· libera lized , " because t he onl y 
thing 1 think we ' r e all i n unanimous agr eement on is 
th~t benefi t s ' in connecti on wi t h the old-Pge vnnuities 
should be l i ber alized . 

Now, as to a specific method of liberalizing them, 
He ore in the process of trad ing wi t h or being 
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~ducn t ed by , if you 'II ill , t he Soci d secur 1 ty 
oar d ~ t tais particul~r uom~nt ·nd •e ' ve been 

ens~>ged _i n th&t process f or the ' l~st forty- f ive 
?ay s . Now, I woula hes itate to s a y t ha t u 
1 re~sury v.an t ed to go ove r ~nd at~ke a reco~~enda
t ion on some spec11'1o portion which doesr: ' t a t oll 
t~ke up the pros r nm as 8 whole . 

As I re~all, tne Secret~ry ~t the l ast meeting Sb i d 
~e c?ula no t g? ~l~ng. I assw1e that ' s tha rees~n 
:f ...> U rletJ a b ::-c:cAet.(.."" '"'<Je!:ti.Jn . 

.ilr i.O::i<o;t~;ti beccu><e tntre nusn ' t. t.ny ogr ee!l!ent . 

C thouent he s?i c he coulo . 

~ wouldn' t g:l along unles~ yo u c~nsiuert..i the 
whole progr am . 

I set. y;:lUr positi~n . Tne l r et·sury feels th<.t 
t hey ' r e weetin~; •'iith thto cornmittee , the Soc1rl 
tie cud ty , ::.r.d al s.::ussing tho \'.hole progr-.:n; t hut 
th~;n t o be a t>t.r t y to utuitins to th~ President 
SiJo;cific r ecom:nend~o~ tio n~:~ tllll t ruu y be counter t o 
1 t , mny be only t s:n&ll pnrt of the wnole ;>ro~;rr• m 

:lou s e10 , t here' s so mucn, too , M&rriner , that hos 
t.o do ,,i tn a d:ni nlsl.rl1 1.1 ve <.ork from the bure• u . !low, 
taosc fellows fr om L!le riureLu n~ ve> ~;ot ;:, lot of 
,.uesti ons th&t h;.ven ' t been settled bet;.een the::>selves 
&nc t!le SociEl Security Bo~ord ;.s to •·~~s of 6olng -
ccthoas of collecting these t::.xes . If y j u ' ve got to 
sr.nd ou t a five Jolltr ~ dc.y con to culled eighte~n 
cents of t~ox, it isn ' t ~cono:nical . Ther e ' s tn r.c.:n!n-
1str~tlvr. cr oblem in the collection of th,se t&x~ s 
;:llich ht>s got t o b~> deterr.tincj too : ho;. ·.-r~ going to 

collect them? 

I t seems i mpor tant t o 01e . Thvt • s ,vhy I' m s nrry that 
"~ t ook the ob jective out, c.nd I think we 

1 
ve got t o 

come bbck and st~-< t e in t t1e first instance wha t tht 
objective of this thing 1! , bee~ use I think oth~rdse 
ue ge,t off the track tll the wny ~lone the line , ~ha t 
if we hat! 

3
n ob jective pretty 6 ener r. lly or ~rosdl) 

s tv ted , 1 t ~·oula b " mu..:h e a.s1er to d eal .:i tn this 
p8rt1culer th:ng , it seems t.o me . 

ls the effect of tne 
a whole . The t 1 s .<ne t Now, wbLt we 're tbl~lng a bout 

194~ budget on the econ~my rs 
we 're conc er ned about a t this 

t 1oe, to a void Nhot 
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mc.y have happened in the pas t. •;te don't want the 
economy to b og down becouse of t axes whether 
"'oci&l <>ecuri ty or other, l'thich redu~e consWJptton 
"'-t ~ time when we need consumpt ion .increased; 11e 

don t wa nt expenditures t o bog down . In other wor ds , 
we don 't want the cash budget to come together ~os a 
resul t of a decrease in expenditures a nd an i ncreose 
in taxes, r a ther t han f or i t to come together out of 
on increase i n na tionul income . tie ' re all ag r eed !n 
the beginning here tuut i t' s tne incre~se in the 
n;,tiom .. l income tnt1t has &Ot t o bring about the crsL 
expena1 tures and r eceipts t ogethu , ul<l ever)' tll1J18, 
it seems t o me , na s got t o be c onsistent 'li'lth t!lat 
ll ,>o)rO<.Ch. 

-.re 11e getting ar."y from th1- t by the increase in 
t;.xes t hat a re going to come on ~onsumptlon tr.rough 
:..ocl a l Security? Htre ' s ull inct·e~se htre . ~-no ln 
turn is ther e going to b e a decrease in expenait.ure, 
so thut in effect we bring about 11 bnl a nced budget , 
o r t. budget which is much cl oser .in ba l ance from a 
cosh t>Oint of view, th&n shoula be the CbSe Hi th a 
lo.v nr,ti onal income, bcc~use if you do you freeze t he 
nc tionsl income d o·.~n, while our obj~ctive i s 3J or 
90 billion dollars notional income . ~h, t ' s funds
mental in this wnole thing. 

"nd 1f there is some o ther w~w.y to s t < te t~is , -'- 1
:0 

not .:edaed t .l t his J'&:rt!c•"lo.r sj)ecific a ,prot.ch - if 
there is so.ne othc:- Gc.y "" c &n s t~ le the thing and 
not l o se it .• .• 

::ell, ~r.rrtner, I thin.< .e 'lllj;O¥ Jo thi~ . /erh~;.~ 
lot< group woula ll6ree to SbY si.n;l)- t<l&. , In vtev. 
o f the fEe t t o< t the ~o t.tic!pc ted cer1cit dll bt> 
gre<. tly lesS .. n bOO SO f or th, n thb t C problE<O 
exists .~ ith r espect to benefits "no t o.xes '-'J.lon 
Social Securl ty, upon which ~" e r e no t pr epHed t o 
comment at the pr esent time . 

I think t hat woul o have t o b e our posit1fon1~~ ~~~hbS 
· i f we 're g1.1ing to keep a 

we 'r e concernea , L bor • na V"all!ice witn 
Uopkins a nci the Secretary 0~hi: thi~ . ·If we • ~e going 

~~o~e=~·;:i~~e~i~~e~~~,
0~e •ve aot to SbY thLt. 

h t e r~ciss, or might be inter
I t seems to :oe "e mi6 t we didn ' t recoglli ze that ,, e 
pr ete d t o be rem.iss, if 
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recognize the problem; but I d on ' t t hink we need 
to make a specific comment t oday . 

Well, one aspect of it - the !:>ocia l Securi ty progr am 
W. P.A. , und all the others consider thei r parti cular ' 
problems nithin the range of reference - within the 
t e r ms of r efer ence of tnetr speci f ic problems . This 
Board, I take it, has as its obJec t i ve a somewhat 
aiffer ent and more general approach. I t presumably 
is to consi der r.ll t~<xes, all expenditures, in its 
relation to t he whole problem. So that even with 
the ~ocial Security progr am, for example, to come out 
snd say , •We f avor t he imposi U on of this tax," or 
vice versa - it would be qui te within the province 
of this <>oard . In fact, I would say they were r eoi ss 
in their duty if t hey didn 1 t point out that this tax 
is desir able or undesir3ble from the point of view of 
the nationa~ income, Lnd the choice will have to be 
made as between those t~o problems . 

'l'ha t• s s t a t ing it differently, liarry. You r ecognize 
that it ' s a conflict of convic tions , und which one is 
going t .) • •• 

lthether it should be phrased this ·Ray, or so phrased 
as to say tha t t his i mposition of the t :Jx, v:bich, 
1 t is to be noted, is in direct conflict with your 
ob jective, or with the statement th&t you ma~e above 
th3 t you wouldn' t aod t o tne payroll t&x - on, that 
nes deleted for this very r ecson. 

No , it ' s still in. 

I mean tax on payrolls - w&sn ' t thht 

"a didn ' t delete i t, Just pLssed it . 

Yr , Eccles , ••• 

Yes, Beardsley . 

11 bn t you s ay is true, 
••. I think ideally, ta~ry~n~ t his morning indica tes 
and the Secr etary ' s s 8 em when he suggested tha t Mr. 
what the drift may b~~ometatement to t his Board . But 
Wallace should make h 5 ~hi'"' as trying to grow up all 
I thi nk there is sue a ..... 
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&t once, &nd t ha t isn't a good thing for your 
bones, mus c les, or anything else . hnd it ~ould 
seem t o me tha t even in two weeks or so 'He mi ght 
ha ve ano t her memor a ndum on Soc ial Security· 
never thel e s s , a t the pr esent time t he r ecogniti on 
of the pr oblem a s something th1 t we pr opose t o 
comment on would seem t o me to g f; t us over this 
illllllllleai&t e hurdle . I o.on • t know v;actber tne others 
ng r ee on that . 

I agree to tb&t . Th&t 1101:..lc do> just whet I s r.i <i 
to ao , t o stop . •. I'd ev~n be tt1111n;; t o go so 
r~.r - if I h <o.:i &D)' s~~ at &11 , I ' d be .rilling t o 
go so f&r as t.> s&y tnut this cotwittee, if it is, 
is ln f;.vor of lib er &llze<i benefits of so"'e f ora 
or other . ·:,hat liber1lizeu benefits bus got to be 
a mn t t.er th;. t wt 1 ve go t t o Keep f~citb, with the 
o t her crowd on . I uon ' t think Ne c~n go behind 
them " nd s'y we ' r e in f~vor of so~e perticul&r 
th i ng <J t this time . 

I ao think, no·,7ever, t bt t i f tile mon.,t~ry aspects 
ue~:tling .vi th busir.ess ut·e t o be done " 11Y"'hertl .vl t h 
regbr u t o the :.ivci&l Security program, it wil l h~ve 
t o be tnt responsi~ility of this Bo&r d vnd not tne 
~ociol Security Boar d . 

Pe t·hLpS 11e couldn ' t ao every thin!; a t once. 

liON did you phra se tna t? 

I woul<! say: "In vir;v; of the r LCt tllh t the: ;.nticiva ted 
aeficit y,ill be greatly less in thE second na~f of tne 
COUling f i scal ye&r tn~>n in t he f i rst half, &no in view 
or toe conse.,uent uecllne in eduiti ons to buying 
po·ve r contribu ted by the Go·;e rDJ:~ent, we ~ecogn!ze d 

11 ~roblem i n connection 111th benefits ana t a~es ~ er 
the Social Securi ty progr~m , upon whtch ~e "· e no 
prepa red t o comment e t the present t ime . 

lie r ecognize t he problem . 

a little bit str onger than tlu.t 
vr yo u can even go i j ct be 
by s aying tna t you r eco:nmend th s 3UO e 
reviewed . 

ue say we 're not prepr.red 
implica tion is tha t we ' ll 

£t the pr esent time ; the 
make a nother report on i t. 
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S&y tha t Ne r ecommend lt be rE:viewed r6ther than 
say we recognize the effect; even go one s tronger 
thun t hnt . 

254 

L would like to s ay tht t we recognize the problem 
see, but ulso say we •re st1.dying the problem und ' 
will make - see, I ' d like to pin us donn to t he 
necessity of not just PLSsing lt over, because I 
..ion 1 t thin.:: tha t; .vill excuse us if e. year hence 
.\'e 1 re bogged do1ltl again due t o our nindsi ght being 
better tban our foresigh t. /nu it uoes seem to~~ 
tha t this par t icular problem i s so fundamental 
in tois Job thet this commi ttee's got that we can't
•·e mustn 't only r eft>r t o i t but ·•e wust say we're 
stuuying tue thing Lnd Hill make a report upon it. 

Tnat ' s the only ..,uestion I ' ve go t libout 'Nhat you s ey . 
It isn' t a disagr eement in substance . It's one which 
you 're better acquainteo with than I am . That's a 
policy - questi oqbf policy bS between these var i ous 
co~nittees appoint ee by the Pr esident . Ther e ' s a 
Cabinet committee appoi nted by the Presi dent con
sisting of the Secr et ary of Labor, Secr e t ary of 
Agriculture, Sec .r ~ tary or ~ommerce , and ~r . Hopkins 
f or the express purpose of reporting to him and r ecom
mending to him upon this one point, t hat is, Social 
Security . 

This COf!U!Iittee doesn't necessarily need to conflict, 
t.s Harry pointeo out . 

I understand . I Just bring that in as long as you've 
got th~t - th~t there is this comoittee appointed by 
the President. You h&ndle 1t any way ;;ou like . 

fl ould 1 t be a pan;llel c11se tlw t 11 .,residentia l com
mittee might be &ppointed to examine the need f or 
additional ar m11ments , Lnd tney come forward and say 
Ne ough~ to have e billion doll ar i ncrease; that still 
leaves room for some other oommittee to pass juogme~~ 
pw·ely from the point of vle'" of t he ~~pend~~urethink 
Danny Bell mi ght come along and say , es, ey 
we need a billion, but. we cun 1 t get it." 

I' d s ay , n:tes," if you didn' t have th~ 
the Treasury on both committees . au 

Secr etary of 
I don 1 t think 
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the Secre~ary of the Tre~sury can be ver y consis t ent 
.~1 thout aovising his fellow members of t he o ther 
committee that oe• s mn.ting the .•... 

But he mi ght well - he o s chbirma n of this comm1 ttee 
coulo. ~>ell r eport to t nis otht: r cOIIIlllittee : "Now, from 
the bro&c monet a ry and fiscal e spect o f this thing 
this is the view of this cowmi t tee ." ' 

If he subscr ibes t o it, he coulu say, "This is the 
view the t • s t aken. " 

You can say tha t any way you want . I j ust put lOU on 
notice th~t the S~;c r et&ry 1s in t hat some.,..ha t embu
r assing positi<>n, .. hich I don't ";ant you t o f orge t . 

J.:o y ou itEve t o brlng in .:loci al Sccw-ity &"t a ll? 

~o . You could ::l<•:te this ~;u justcent in any .<vy :·ou 
wcnteo . 

l'•hy Jon •t yo u f o llow Ruual ' s i dea t nd soy, " i!e recognize" 
o r 11 \'le r ecommenu •. '' - ei~hur one - 11 .'.'e r ecognL:e tha t 
t.he aecline .vil l ha ve some effect o n business conditions 
bOd nope - ;~e • re stu.:tying lL 11nd no;~e t o :na i<e a fur
the r report," o r 11 ne recoltJoend t hc.t a s tudy be m!'de 
of the effect o r' t ile d ecline on business . " 

'Ihu t might be e S\lbges t ion - 11 ::e r eco=end to~ t a 
s t udy be m&ae of the Social Secw-ity progroc froc tne 
point ol' vie ;; oi 1 ts effect " 

No _ n ... of the decline ln the deficit and its effect 
o n business . n 

~h~t • s t&lking about ~ocial Secur ity . In t bat fi r s t 
paragraph you ' r e t alking a bout ~ decline in Gove r nuen t 
e xpendi tures and tne effect it ' s going to hr ve J n buy
i;,g power of the country . Now, .vn1 t you Nant to study 
ls th& t effect . 

May I jus t express my opini on? r •ve got t~ g~ t~ 
mee t tbe Secreta ry. "ay I express an opin~oni t 
want to v o te for !Jr. Rurult ' s lsugth~enkst~~~t~; %"ta!e 
wo r d beca use I like t ho , 
ought to say if we said a nything a bout it . 

The r e ' s one o the r part if you could pass Juagment 

o n ... 
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That last one I' d like t o leave out - those brackets _ 
so far as I 1 m concerned . 

Vlhich? 

Tne last one . 

The - oh - "a nd parts of u broad health program ." 

I don•t under stand tha t . 

I don ' t know how you could have e broad aeal th pro
gram with:mt f-ffecting t he deficit . 

I ~now wru. t tot'"l ex,,end1 ture is contecpla ted and 
I ' <i ju:;t li<{e to m. ve 1. lot of time to study tha t 
one . 

v.e • re go i ng to mee t aguin, J ohnny , on Monday, so it 
seeills t o me th~t tnls is - we •ve tried to get this 
pr•rticular section redrafted for consideratLn, t hen, 
und we c :.n r econsider a.ny of these other ma t ters th~ t 
y ou want to bring up at th3 t time . 

"lhe thing a s you 'v" go t it now, Nith t he elimin<•t1ons 
us I 1 ve got them murkea on my list her e , which I 've 
tuten down a s you ' ve suggested tilem, is perfectly fine 
hith me, with ~ . Ruml ' s Nor dlng on that other thing . 

I think l want to ~rgue f or Mr . Bell's worclng r ather 
than my o"Nil . I t hink you ' d 11gree to th;;t . Tnere is 
a special reason why that OhS good advantages . 

I didn't hear 
wi th Danny 1 s . 
leave. 

wnut Danny ' s NLs, but I'll go along 
Good-bye . I ' o sorry, I've got t o 

(Ranes leuves) 

Because this W. P. A. program is as grea t a program as 
Soc~al Security . That thing is going to go off 
pr o ba bly pretty f ast. Now then, ,•:ould this meet your 
point : in or der to awke the .thing concre~e s.~Y Pi ! t~e 
way ··ou did; s11y, nsuch as Socbl Securi Y, · • • · • 
so f~rtb, to inolcate, to give some concreteness 
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t o the type of crastio change that's likely t o t ake 
place in 1940. 

I can go a l ong with that. I ' d r ather eliminate 1t 
al together . But you may - when you come to consider 
you may say, "Let' s decrease excise t axes " which ar~ 
practi cully the s&me . ' 

I .vas thinking not of r ecommemletions ~s t o what we 
woul d do. 

o'iha t you would s tudy . 

But what the circumst~nces are that make it necessary 
to do something . 

I think that•s pret ty good like t ha t . 

You see? I t hink tha t thing could be made very .... 

It seems t o me t hht this goes back to this point 
where the Secretary and I are apparently in disagree
ment. Tha t ' s the heart of the thing: what's the cash 
deficit going to be? That ' s the heart of it. 

I know, but here you ' ve got 8 concr ete situati on in 
the s pring of 1940 . I mean th~:re is no general 
t heory about this. This is Jus t as concrete as it 
can be. Do you see? And for thbt reason we have to 
make some concrete s tudies of NhEt Ne propose to have 
up our sleeve, if you please, t o take care of a sitU£
tion tha t m&y emerge . Isn' t t hat r ight? 

~es t ha t• s r ight . But the questi on is, r cu can 
a lw~ys have '11 . P. A. as an emergency, but God ! !l'e don 1 t 
•~tant that . 

'l'he rna ln problem is tog et rid of II . P . J. ., I should 
Sliy . 

That • s the only kind of a thing - that ' s the kind of . 
8 

tning we can a lways do . We don't anticipate it. ue 
l et t his damn t ax go into effect and we •ll f ail to get 
the old- age payment out , because it t akes leg~slationd 
Then you get into the emergency , the bogging ~~~· i ~n 
then by God you run for ward Nitb t he same o a • 
We h~d that last spring, if you will r ecall. 
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I don 1 t see wily tlla t he.s to b e settled, Runl. y ou • 11 
have an o pportunity, I take it, some time between 
now a nd before it ' s too l a t e t o make your r eport . 

Make a s pecia l r eport . 

r ollowing a l ong Bell ' s suggestion, it would be 
pr ac tica l t o make "' special r eport c oncretely on 
tnc situati o n that may exi st in t he spring of 1940 
un<l go ove r tne whole bag of tricks and indica te 
what t he dangers are, 'lfhll t t he ;>ossibillties are, 
wllat optional legiSlliti on ml~ht b e desirabl e , and 
so f o rth and s o f orth, ana mrke a specifi c study 
o n tne dangers of 1940 . 

Tha t's all right . 

~o you mention the specific sugges tions or leave 
it out? 

Lea ve it out . 
you may have a 
make a speci a l 

You ' re jus t r ecoznizing the fac t that 
situatio n in 1940 a nd you ' r e going to 
repor t . 

That • s all right . Then you cun bring Soci al Securlty 
in, or a nythll'\> else . That suits !l>e fine, that ' s 
be t ter still. 

Is t ha t your taough t ? 

I olan• t get it . 

La ter o n you can b ring in "Nhll teve r you thin.-> is 
;> e rtlnent t o the subject, every . · . 

Not only suggestions of this sort, but everything 
else tha t ' s pertinent. 

1
1 

j ust s~y number f our here , but Ne cut out anything 

~h~!ft~; tw~e~~~~e;~ud;c~~~i~~i~~e a~~o~~~: :n~P=~~=IY 
r eport . 

g 01, did you say thn t? 

I said 
later . 
repor t 

recognize it o r s tudy 
But I think R~l nas 

8 t tha t t iJDe . 

1 t and make e report 
1 t bett.er: to mak(: a 
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You •r e not mak.ing toe r eport in '40 . 

~ake t he report i n about f our ~eek.s , I should tbink, 
some t ime llhile Congress i s in session. •In view of 
t he fact that the an t i cipated defi cit will be greatly 
less in the second bblf of the coming fiscal yeLr than 
in the f irst rullf, and in view of the conse4uent 
decline in oddi tion s to buying ;o.ver contributed by 
the Government, we recognize t he existence of an 
important problem for tne year 19- - for t he calender 
ye a r 1940 , upon which we pr opose t o make a special 
report . " 

Yo u can even ••. - "whicn mey exist." 

" wnich may exist ." 

II z;ml upon wn i cil we will make ~ special report . n 

Th~t•s O.K. ' 
Leave Social Security entirely out . 

'J.ha t' s fine, because the t 1 s too da::1n a li:niting tnin& . 
I' d just ~s soon leave it open . 

hll right, now, numb&r five . 

That ' s about tne s ame as it was . 

•Toe Board notes with &pproval the proposed adoptlon 
of the principle of the • Bustnes~man 1 

s Budge t• and 
recommends that the principle be extended as rapidly 

as fellsible . " 

Nov
1 

we can get ove r t his pretty fast . I guess we ' d 
a ll like to get a way; I ttnow I would · 

I disli~e th&t t erm •' Businessman ' s Budget . " 

Nobody Knows what that is . 

I t hink i t does & terrible thing in giving 
there of the relationshiP of a cor poration 

a symbol 
budget to 

the Federal budget. 

That • s w nat the President called it - or whatever it 

wa s called . 
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Tha t 1 s r ight. 

They say if it ' s a bus iness anan' s buaget then you've 
go t t o balance it. 

Jmd you can af for d to borro.v for capital expenditures . 
It seems t o me that wha t we ought t o do, Marriner, i s 
t o educat e people away f rom the i dea t ha t t he t-Ho a re 
tne same, ·r ather than todurd i t . 

.'/ell, as a business man, llr . ilUlll, how would you 
describe i t ? 

How would I a escr ibe whc t ? 

I wouldn 't call it a princi ple . 1 think that ' s i t. 
You can simply t alk about changes tha t have been 
recommended , and t nat the pr inciples involved be 
extended as r apidl y as feasible . 

iohy no t jus t say "the pr oposed changes~? 

"··· not es with appr oval t he proposed ch~nges i n the 
budge t presentation." 

"·· t he budget cl assification •• " 

" ··· t nat t he pr inci ples thus es t abl ished be extended 
as r api dl y as f easible . " 

!Jid you get that , aarr)•? 

I ' m not s ure. "'Ibe Bo&r d notes witl'l a;>proval t he 
pr oposed changes in the budg~ t classification 
or presentati on ." 

" 
,, ... 

\ 

present a t i on .• • 11 

presenta tion ···" 

budget present ation, 
would it refer t o? 

and r ecommends t hat t ne n -

n • • • 
wha t 

" ·· t ha t tne princi ples ··· " 

"·· and recommends t ha t. t he pr inciples 
as r apidly as r easible • 

be extended 
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II that t he principle etubodied in tnose changes ... •? 

Tn~t•s unders t ood . 

O.K. All r ight. 

I thi~ you can ~dd that word - n 
embodied in tha t .•• " 

principles 

It ::w.y cla r ify it . You cun s ee now i t l ooks . 

rill r ight, number s ix. 

"(a) For tne purpose of acdlng to the nati onal 
lncoce next year , Lnd of preventine •het ;>remises 
t o be ll ser10us bottleneck wl thln tne next year or 
so , ac tion should be t~ken to ~ecure ~ large r~Ll
road e~uipment pr ogram . " 

I .vas thinking of some of the railro~d e<,ulpment 
executives , when tntly see tn~o t - t ney• r e so damn 
blue . "Now t hey ' re worrying a bout we 're going t o 
be ln a bottleneck ." lnl!y 1 l l hOI)e we ' r e right . 

\'/ell, tney 1 ve been tal~lng th:. t; this 11on 1 t s hock 
;.nybody. 

N ~, but they ' re no t 11 l l so bullish - worrying ~bout 
h e. Ving to g e t income . 

~ight give tnem cuuse for tnou;nt . 

Tnt. t xouldn' t hurt t.nytnlng . 

iloA· here ' s the l:>st page . 

to ·'ut out •· "ieee vf tn~ t b 'nere . llantls w~nteo - u ,. 

i t ' s out . 

Just the per t in p~rentheses . 

• !he Fisca l and JAonetory Advisory ~oard h~!d~;=~ 
advised by toe experts of tne Tre~s.~y! . 11 n _ .vnu t • s t lla t ? ''he" tne ne 
neserve Boor d •. ?. Y fellows got tnis all at tecned 
ha ve I got here. ou 
togetner m-ong · 
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Bell: 

Ruml : 
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Bell : 
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Somebody's got it patched t ogether wrong . 

Harry isn't goi ng to t ake the blame. 

Harry ~hite did that, I know. 

Harry felt it read just t he same either way. 

~tart in any place . 

I~ 1 s ell the same. 

I've got it now. 

"(b) Recovery could be stimulated Without adding 
to t he deficit by an extension of certain other 
government activities t hrough the device of self
financing government corpora tions. Examples ~re 
toll roads , bridges, tunnels, publi c gar ages, 
a nd par t s of a broad health program ,r 

VIe 1 re eliminating • and parts of a bro•d heal th 
program." 

Tha t has nol been discussed . 

.lnouldn • t be . 

But , ~arriner , I have a comment on t hat . I don't 
like that phrase •without adding to the defici t.• 
I'd like to see that cut out. 

So would I . 

362 

I mean fifty-fift y - you cr.n argue it a ll around t he 
block. 

You can leave tnat out and i t doesn't weaken dit 
· You can just say •could be stimulate 

aey~ey . · t • 
by an extension of certain j;overnmen • • • 

It wouldn ' t add to it. 

You. You just can't do it; you're 
I don't agree with losses, just going to. Cot to 
going t o have soce 
make up your mind • • • 

' 
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You add it u s t he losses occur. 

The issue isn ' t whether it a dds 

l'd cut out t he ex&mples , too . 

That ' s all right . 

Yes . 

363 

to the d eficit. 

"ha t have yo u got? "Reco very could b e sti.mul a t ed " 
" could b e f ur t her stimulbted . • • • 

"·· c~ ..lld be f urtaer sti::aula ted .. " I don ' t know 
'~hether it ' s " further" or not , ll'ayne . 

. Vell, by ~o n extension of cert ain other gover nmental 
ac t i vities . 

" •• f urther stimulated by .•. " and you c ut out "without 
adding" - " ••. by an e xtension of c ertain other 
gove r nme ntbl a c tivities thr o ugh t he d evice of self
liquida t ing government cor porations ." I t hi nk i t ' s 
!l s .vell to cut out .•. 

• •• self-financing ..• " 

Ye s - "by tne device of self-ftllhnci~ government 
cor pora t i ons ." 

Well t na t ' s - let's see, wha t you mear. , really, 
is by a n ext ens i on of t he d evlce or self-fincncing 
government corpor a t ions t o o ther eovernment ac tivities, 

isn 't i t? 

~Vell , the other publiC activities • · • 

I sn• t t na t ~hat you mean? Xou don ' t oecesser ily 
mean extending the R. t . C. o r ~ommodity Credit; you 
:~ean crea; tln& o ther devices • 

.. el l , it may be better 
was t her e I t hinK, thu t you' d probably 
ac tivltie; not now cove~od, i n number six; 
d oing - a lready you' re shifting over, but 

•be t hough t 
t ak e on n ew 
tha t you ' r e 
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there may be some ne•w actiVities which the 
Government could undertnke ·which could a l so be 
in this ca t egory . 

364 

You take on those activities or functions , whatever 
you call them, and extend to them the device of 
self- f i nancing. 

Onles~ you get in the tnought of new activities 
the Government might undertake, there's no use 
putting b in at all . 

You aant to say "additional• instead of •other•? 

"Recovery could be stimulatea by an extension of 
certain other governmental activities ••• • 

• •• additionbl •• " 

11 ••• by additional. . n - 1111 right - " •• other govern
mental a cti vi ties . " 

Don ' t need the "other." 

.:ut out the "other ." 

n certain aaaitioncl ~overnmental activities 
th;ough the extension of s elf-financing government 
co:-pora tions . n 

" ··· extension of the ?rinciple of " 

Hell, • ••• extension of the principle • •• • Then that 
might be new corporations or might be extending 
existing corporations . 

That' s r igh t. 

n extending t he pr inciple .·· 11 ... 
If your eally want t o make it ubsolute, n •• • extendilli 

t he applica tion of the principle • •. • 

Have you got that , Barry'? 

No, Laucll is doing it. 
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Aove you '(~urrie) g oJ; lt? 

Not yet . 

but they thi nk tney con. 

11 •• • • extenc.i:tg the c.ppl1cc tion of the principle 
Ol self-finan cing government corporations . " 

!low, the way it reads now: "Recovery coul1.1 be 
fur~ner stimulated by aJdition&l governcental 
t.<: t~vities torougo the ex tens i on of the princi ple 
ol self-flouncing govern~ent corporations . " 

II 

II 

through tne application of the principle·· · " 

taro ugh t be upplica tion of the principle ... n 

11 • • of other self-financing government corporations . " 
'l h en we leave the others out beccuse til& t sort of 
limits the thing , doesn 't it? You see , to give the 
examples - if you don 1 t g 1 ve the exnmple, the thing 
is wide open, you don ' t g.,t b controversy . 

It s eems t o me we might come right to t~is point 
here. 'lie talk of m~King 1·ecommenda tions in a 
report later on covering this project; this would 
be u or oper place for us u lso, inbs~uch "s we h~ve 
been considering the ~uestion of what bottlenecks 
::light exis t ana no11 l(e might obviat" toem - t.nfi t the 
report dealing .ito thl$ ralltng off in ' 40 - right 
here is it seeros t o me , .1her ll .;e c i cht E.lso cske 
s ome mo~e complete r tports : Socinl Security , r ailroad 
equl;>ment and any other item of tnis sort t ht t . ·ould 
see~ to i~luence the bu...get situution in 1940 . 

iiell Marriner it would be more flexible if you 
simpiy sai d "A speciul r eport on t his will be :nnde 
later." Yo~ ca n consol!ds ta it wi th the 1940 or not . 

That ' s all r ight . But I t hink we shouldn ' t quit on 
i t , Ne should say tb~ot a further r epor t on thiS wi ll 

be made l a ter . 

t dea ling Nith tnese J:la tters is in 
• :. speci al repor ill be n I tb t ·~hll t you - " • · • 'II' 
prepsratiow s " " 
presented"? 
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" wi ll b e made lat er . 11 I t isn ' t i n . . . - I tni nk 
t ha t ' s be t ter; then t hat l ecves i t open . We c an t ake 
s month or t wc. or whateve r is necessary . 

11 ? . 1'h;. t a comprehen s ive survey b e s t arted with the 
view of iOlllledia tely set tin~; up machinery to obt a i n llli 
necessa r y d etai le<l i nfor tuatl on with r espec t to the 
c urrent r eceipts 110u expenaltures of St ate, loca l £ad 
ctun1cipa l a<iminis trative bodies a nd to c honges in the 
volume end maKe-up o f tneir outstnnd ing debt . " 

N0 111 I \Ulderstana there is r.o quastlon on ttu:.t . 

Ma rriner, I have a ~uestion, I 1m sorry to say . I 
10ant to .rno11 :\'hether lfe don • t ht- va suffi ci ent ?ower 
to do that 171thout bringi ng the matter to the atten
tion of the Pr esident, .;·he thor :.e can't s i OJply say 
tna t in vie# of the situation we described ebove a s 
t o t he im;Jor tance of those thines, we 1 re doing i t. 
He doesn ' t hav e t o a uthori..:e thLt, does he? 

•lell , this - ... know, bu t this r eport isn' t mer ely 
tog et authorizDtion ; it ' s u r ather compr ehens ive 
r eport covering t his brobd fie ld , ;.nd se consider 
t ha t t his i s an i mpor t a nt a spect of it. 

wny not go aheod a nd do it, then? 

But you ·~.·ant to refer t o it . 

I think it ' s good t o r e f er to it . Go back to • ha t 

it says - " h~s been a~vised by the e xperts . . " and 

s o on . 
In v iew of that, we ' re golng a head end aoing it. 

·.l'oulll 1 t make your point, Bear dsley, if i nstead of d 
say ing tnat a compreo&nslve s urvey should be s t a r e , 
say ing tha t i t hes been s t a r ted? 

or n . • • is t o b e made • 11 

i M r riner _ you s t a rt the 
~ight I ~ai~~ th~ ~~~~~ ~~~w !bat t he purpose i s of 
stateme n o - b ing t ha t t he Board wbss 
s t ating it t his.• ai thi~s~{ wenkens t he whol e s tate-
been a a vised. • • t f ct 0 report by t he e xperts 
ment; as a ma t ter o a ' 
is . . .. 
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I ' m sorry - because the experts • r epor t numbers one 
t o six, see, then after thnt the Boar d takes over. 
So I was wrong ~bout i t. 

'.l:he Board t akes over . 

I d i dn ' t r ealize th~ t . 

On the basi s of certain evidence produced . 

I didn't realize where t he experts stepped out . 

~'. ell now 

Or wner e t hey stepped in . 

l.lo you want t o c hange toe order or seven, t hen; is 
ta~t the suggestion? Is thct the suggestion, to 
change the order of it? Or do you just wa rt to 
change the pb.ra seology? 

Here you s ay you're going t o make a special report 
on this s i tWltion in ' 40; you c an s ay that in view 
of the r ecommendation of' the experts with r es;>ect 
to the i opor t s.nce of l occl and state f i scal opera
tions , we j)ropose t o do i t; we don ' t recommend it, 
·,7e propose t o do it . 

Upon the r ecocoendat1on of the ••.• 

••• of the exj)er ts; since they have j)ointed out to 
us the importance of it, ~e propose t o do i t. 

Then i t isn ' t a r ecommendation . 

It ' s not a recommendation. 

/.11 the other thi ngs !il'e . 

It may be it can b e .changed . 

Thvt 1 s the point. 
I haven ' t been getting the significance - can you • • • 

instead of being under t he r ecommendat i ons 
~:;;~dent , by which lt bppears ~e•re asking him Number 

t o tb.e 
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t o ao something - that ~e merely want to r efer t o 
it in the memora ndum no t a s a r ecommendati on , but 
sowething tha t is necessary . 

Say , "Conse._uent1y, a compreilensi ve survey has been 
star ted . " 

I •d like t o argue about thot . You ooke the r ecommenda
t i on . Tha t doesn't mean thn t you c an't say- i t can ' t 
be saia, "1.11 right, why dun ' t yo u do t hat?" ~ond soy, 
"All r ight, we have . 

~oreover, it is ~ulte possible t~t i f t his survey 
indicates the desirability , a fter tae preli~lna~y 
one is maJe , :.!onday of going Li1rou;;h r. i t h i t, it 
m:.y involve s ooe •.. 

L;>propri« tivns . 

I t hin:< s o . 

Yes . And t herefor e 

»nd it may be done by maybe the t:ensus Bureau - may 
do some o f i t . 

Or y ou can ~ut it in - cou ld you put tha t in the 
earlier part? 

I t i:l1nk i t ' s perfectly a l l r ight to r eco:nmend that 
it be done e nd still go c oead - and s t ill go ahead 
ana do it . 

Uh-hub . 

Then we go righ t bt.ck 1·:hcre : e •ere, come r ight out 

there . 

I t' s all righ t . 

"That e c omprehensive s urvey .·" a nd so f or th. 

if bddy else has t o taKe some 
Well , obviously • somi bel it is entir e ly pr oper 
~ction t o m~ke it poss e , 
th~o t .ve s hould rec;;m.~end it . 

<.:h.a nge it back . 
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The way it wa s . 

"""9 ~CJ 

Lea ve it as it is, aft e r going arour.d that circle. 

I thl.U it ' s i mpor tant , :.larr inel' , from this ;>oint 
of vie.t, tnat Y"U l'e<,uire, no Joubt. , the coopel't.t i on 
o f o thar Government a genc1es besldes those t'eJ)l'est:ntcd 
hct·e, b JlU tne Pl'esldent ln his r ~CO!IIlllt:nd~tivns may 
f ac i li t a t e t hat a rl'angement. 

Lf t .a r yo•~ Silt! ttte pr e liminary s w·vey, which we will 
t r y to huve r eady by Uonciay, you m~y chang"' thut in 
so:r.e W'-Y; mlly s ay there ' s so much ,•,ork 1nvol ved th~ t 
y ou . . . -but you c an have ano ther cr ack Lt th~t 
~onat.:~ . 

Can't see thbt it 1 5 going to oo any ha rm in this 
r eport. ;;e • r e all a greea tht.t it1 s necessary, tnd 
Nhether it • s beir~ done o r CLn be done doesn ' t 
u e s troy the r ec.>mmendt. t ion . 

No.r , numb or eight that 1 s tile one t ha t the Sec•·et&l'Y 
n&s - it ' s got to b" r eptlr .. seci , but we ' r e al l f or it, 
but- SO thvt COVI!rS • ••• 

:.e •ll try 11 c ouple draft:, of tno t . 

d&rr , in .,or king this ou1. , you may have to cht.nge 
some of your nwnbers , beca..ast in the first paro~:rnph 
you s~y, "In pursuit of the ob Jective of attE.ining 
a h i gher na tional incoce, •'e mt.ke the follodng 
recommenut. tions . n 'Ihenunder one or t 110 of those 
numbers ytJ u ~oy, • .<e r ccoOllllcnd ..• ,'' wui ch is - you 
see wh~< t I mean? You '""' went t .:.> sm.:>o th thr. t out· 
Becc use the .hole: t hing i s a r ecowon .. nda tion, one 
t o e i ght . 

b t t ·s tux· on pavr olis unaerntatn 
J.:anll.}' 

1 
lw ,/ ll -.lU IU ~ • 

taere? 

I ' d s t ill like t o s ee t aem coce out. 

You can leave tnat in. 

If yo u i nt erpri!t thht to oean t uxes on ,.ayrolls f~r 
nt expenditures of tne Governm~n , 

r unning the ~urf:1 Security as 11 little d iffe r ent: a 
I l ook upon o cde sometning for ~ r a iny dey, like a n 
man putting a s i 1 t h ink they ought to btJ a i stin
insura nce premiU!Il · 
guished . 
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c .. __ .. _ --White: ••ell, it 1 s up to :you. Shall we leave •• • • 

I think :you've got to leove lt there, because ~1e:y 
all passed and agreed to lt. We csn r aise tho •tues t1on. 

Bell : 

'11~11 te : I'll raise the questi on. 

\ 
' 
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Draft No. 1t 

The Fi scal and Monetary AdYisory Board baa been advised by the 
experts of the Treasury, Federal Reserve Board and National 
Resources Committee that: 

1. The 1938 national income ie estimated at $62 billi on. 
For the calender year 1239 it i s eeti•.t ed tba t the national 
1noome will be between $65 and $6a billion. 

2. A national i ncome of about $~ billion i s required t o 
provide a substantial reduction ot unemployment. 

3. An income or $90 ·bill1on or more is attainable thr ough 
tull util1r.ation of our man power, plant and equipment, 
t echnology and natural resources, (assuming the elimination 
or some important bottlenecks). 

4. With a national income of around $80 bi lli on the exist
ing tax structure would yield Federal r evenues sufric1ent 
to balance the current level or expenditures. 

5. The available supply or cred1 t 1B so great that preeent 
and pr ospect1Ye Federal borrowing Will not create a shortage 
ot credit available at reasonable rates tor priva te enter
pr i se . 

6. It i s extremely important tor Federal fiscal policy to 
take i nto account: 

(a) Cbangee in the volullll! of the outstanding debt 
ot State and looal govern•ents and changes in tbe volu.a 
and cbe.racter of their e :cpend1 turea and receipts. 

(b) Changes in the volume of capital expend! turu 
being undertaken by p riYate enterprise . 

In purs uit of the objact i Ye of a ttaining a h i gher na t1onal 
i ncome we make the f ollowing recommendations w1 th respect to 

fiscal policy tor the next fiscal year: 

{_I In Yiew of the continued high uneiiiPlo,-.ent add1 t1onal J 
t~ea should be i~eed only to seat additional expendi ture• . (?) 
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2 . If taxes are increased, they should be those 
interfering least with additioos to the nationaJ. 
i ncome, namely: 

l:~ d) 
e) 

(f) 

Estate taxes 
G1tt taxee 
Modification of income tax exemptions 
Income tax on 11iddle brack:ets 

mapital gains? (?) 
ZUndistribute~ profit!l (?) 

3· We a&vise against new taxes Which operate to reduce 
substantiall y con sUJDer purchasing power, namely: 

Processing taxes 
Sales taxes 
Taxes on payrolls 
Excise taxes 
Taxes on low incomes 

4. In view of the tact that the anticip ated deficit 
will be greatly less in the second tAlf of the coming 
f 1scal year tmn in the fir s t half, ani in view of the 
consequent decline 1n additions to buying power con
t ributed by the Government, we recommend that 
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(a) benefits in connecti on with old age annuities 
ahOilld be U.beruized and pay~~~ents begun in 19ilo, and 

LJ'b) that the 50 percent increase in old age pay
roll taxes scheduled to begin in 191!o be postponed 
to the following yesrJ ( ?) 

LfThe addition to buyi ng power resulting troa the adoption 
of these two propoeaJ.s would aaount to t250 - $3Q.O aillion 
during the second half of the rucal yesr 19l!o . .lf (?) 

5· The Board notes with approYal the proposed adoption 
ot 12:le princ iple of Ule • Bueineeeman' s Budget• and 
reco..ands that the principle be extended as rapidly a a 

feasible . 
(a) For the purpoae of adding to the national incoM 
next yesr, and of pre·nnt1ng •bat proa1sss to be a 
sari ous bottleneck • ith1n t:he next year or so, aotion 
ebould be Uken to aaoure a large railroad equipaent 

6. 

prograa. 
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(b) Recovery could be st1~lated without adding 
to the det1o1t by an extension or certain other 
gonma:ent activities through the device ot aelt
tlnanoing govem~~ent corporations. Examples are 
t oll roads, bridges, tunnels, public .saragas, 
{i.nd parts or a broad heal tb prograa.:.f (?) 

373 

7. Tba t a comprehs.ns1 ve survey be a t arted with the view 
ot illllll8d1ately setting up machinery to obtain all 
necessary deta iled information with respect to the 
currant receip ts and expenditures or State, local and 
11Un1c1pal adllln1a trat1 ve bodies and t o changes in the 
volulll8 and llake-up or tbe 1 r outstanding debt. 

!!. Arre.ngemnts should be •de at once tba t would •ke 
possible engineering and legal planning or various pub
lic works wh 1oh wwld be available tor immed1ate pr osecu
t ion wl:2n required to give 1ncreaeed tlexibility 1n the 
tilling or public expend! tures and increased auura.ncs 
o r value and utility or the expend! ture ltselt. 
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~Uin'DU'""""'INT 

U. a, PUaUC HKAL TH SKRVICK 

MEMORANDUM 

..o• THI IUNIOM SD~ 

ro: The hcreta17 ot the freaRJ7 

SubJect t hport ot Confer ence with ~t ot Acrtetllture Coaitt ... 

The Depart .. nt ot Acrtculture hae e eo•1ttoe Ul!der the 
ehairu.nabJ.p ot Dr, 7 . T. W~ which 11 eouaiderillf> W8T' ot iacreuillf> 
e........ptiou ot .u:rplu ~cl.it1u. !h11 eoa1Uee 1urlted the Worlte 
Procre•• A4w1uSetrat i ou and the Publi c Realth Serrlee to attend the 
conference thh 80:rnlllf>. 

Dr. W~ nplaiued that hh coa1the had coueidered tour 
general approachee 1D de.,.loplllf> a poliCT concemi~~t; an iucreaeed 
utilisation ot .u:rplu oo..ocl.itiee. 

1. School lunchu, to be prorlded ei ther tr .. or at a 

uo1dn&l coat. 

2 . Dht:ri'buUou ot certain foode at a lower price. llllk 11 
bei DC dietri'buted i n Wew York CitT to ueedJ taa111ee at eisht oante per 
quart: 1D !oetou, allll: 11 beillf> dhtri'buted to need;:r taa111ee praoticall T 
tree, the con-re ~"« ~ t wo canta depoait for t he bottle. 

J. !he ceocn;Mc dUIIpillf> of conei derabh qnantithe of 

ourplue co..od1tiee in d~:reeeed areae . 

4, A caueral toed diotributiOD plan under which food tickete 
or ec:rip would be iened to relief accciu. fhh ecrip would r~reeeut 
one-halt ot the retail Yalue ot certain t oode and would be r odeellad bT 
local or eta to waH' are .....,ciu 'IIi th f ederal aid. 

Dr. Yauch rahed the ceuaral queaUou ot the 1Jip&ct of th••• 

plane, npre-Unc a • bread baall:et tJPe ot rel1et•, upon C'<U'l"ttlt federal 

and etate relief policiee. 

!here wa• a loJIC cl.iecu .. iou of the waT• 1n *ich the food 
ec:rtp plan ooa14 be pat into ettact w1 thout canelllf> relief acencle• 

t o re4uce the eazreat et~e or rel ief. 

llr, Paul ~hbT .-:rteed the preect poeition of the 

llepa:rt.ent ot Acz'ioulture ae tollowet 

. . 
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1. !be pro'bl• h eo oo.plez that u ezhoaho procru 
probabl7 coul4 110t 'be }lilt tnto offoot, 8114 UJ\hl~~t; 'lbtch wao 4o11e 
ahov.l4 be 011 a 'baoh which 1101114 caaa DO 4tnntoll of pnoet f'lmdo 
now bet~~& uao4 for nlhf • ID other wonlo, tho procraa colltuplah4 
would be wtthtll the prooat 'n4&ot of the Y.s.o.c. 

2. !be Depart-\ 1101114 0110C1'Q1'8Ce a c-oral apert.ctal 
procru ln a fn plac .. (DO .._..uou aa to epeclttc ezporiMDh 
were propoae4 'b7 the Acrioulture DepariMDt). 

3· 'l'he J)epal't•11t of ~oulture wtaheo t o koep 111 touch 
rlth the t'orlte Procren AAII1D1atraUo11 8114 the Public Health Santee 
aD4 haTe their a4wtce 1n the 4eYelopMDt of plue. 

I called a~h11t1011 to the fact that autrttloDal DOedo of 
1-rc• 111111'bera of people DOt on relief weH aa craat or craater than 
the croup• . now reeetri~~t; eo• tJPO of pllblic aaatotance, u4 vce4 
that .. pleD• ehoal4 .brace tbia creup alao • 

. !!afel'r1DC tO llr • .t.pple'b,-1 a wcceottoe for a •coeel'&l ezport
-tal procna•. I ~oted a ~ctflc experiaant ie oee co~t,-
to 4o teralee the· erl•t to which foo4 conwapUon coul4 be increaoed, 
0114 the effect of thh i .ncreaae upon the entrHioDal 8114 health atatllO 
of the poplllatton. Brte.n,-, the propooal h ae follo .. : 

'1. ~ prow14e obbool luechee to all of the children in a 

repr u entattre co..mit,-. 

2. ~ npplT foo4a t o faat11ea 1n need bacauee of llleau, 
oe prucrtption of OZlT plliF&lclu or the health officer. 

· 3· ~ upend the -=te of .arplue c-'Hiu now &<>he 
to relief faalllee to inclu4e n.e4T faailiea not oe relief. 

4. ~ eY&lua'• the effect of tbie procraa on the health of 

the co..mi t7. 

375 

SpeclfteallJ, thie plu atcbt be Pllt toto operatloe lD Waohtectoe 
Coent,- (1Dclu4lllc &ceraton) Var,-lan4. a co-1t7 which ha• eened ae 
a otu4J u4 a:pert..Dtal area for public ilealth work 'b7 the hbltc llealth 

Santee 4v.rillc the put ntt- ,-aero. 

!be ~-t of .t.crtoulture coaatttoo ••--" ..ch lDt~ra-':: · 
Ie particular, 'II'. tapp 11111114 Ulte to &<> Uto tho •ttor tllrlhar th 

to ••• lf ~ can help. 

cow t o llr. liMa 
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a n,. •••• 

A \el1p .. l•o. M) ot Dee hr 17 tna \'ltl -.t

IU Ooaal ., ~.~ .. '- rll4e .un.auau7 •• toll .. , 

'I'll_. h I ,_._., t.....a \he IOAUol ot IZI'III ... 

fO'r J..llllo"- • D4 llQlOI'\a, WS\11 \be 1oa\1nueM1 ot attor\1 

~ .. U)Uea uaa Fe411'1l ReMnl Oll!l'l'aOJ oa e pem ·m\ 

u4 eU... '-le. n..n lh 1114111\loal, aoMNl .. \o 

npor\e la an 1nlll olrelu, \tat, beciaal .. 1'"*\ ... 

IIU''a Da7 or elur\17 \llen.t\u0 export• will t.e aU...

oalJ wbea t.ll1 Clt.1MM lbrl\l.M Olla\oM Senl11 Me ~ 

.-applied wl\11 proot ua .. ~ bUla ot ne1t.uc1 liloaft ..._ 

Mao\laW a\ tb1 ottlehl 1'1\1 ot IU"np wl\ll t.lle 

, ... 1'&1 a. ...... a.u. 1\ le M14 \lla\ lap&DI• will M 

oa \M .- 'ltllle 11 tore1p eQOr\Uio fb1 ottldll 

ra\1 ot welt.a .. • Nqll1ft!Ma\ 11 ao\ 1oaalCU'Id •• 1 .. 

Rl'lft1tle -, ... .., ... 1&4 ~~- tlma 1t ol•JliM• 

-,,_. .,. oa \M .- llla1le wltla \llee u lOMl (') 

pl'lMI •111, ot .... u1\J0 M lllroualt.\ .... Ja \1M tl'lla 

\M pn••' prl ... 1111llll ro1a la uae 11 • nll&l\ ot \all 

Upnus~ .. ~- •Uoaal evnMJ• e=nu e1t.1,....1 

111•114 ol ~~~ espel'\ 11• la \M ...,.Ua\S.U a\ 

ott111al-'~--~ ot 1111111 ot 1n•n .. an 11111-. 

.... 1 , 1 wst.1r ot r.etp tliM• 

Aa, Ia .........., \I' ... e\ tll .. \11, \MI'e 

ta .. ...e .. ., ..,.na, Ua11 , ,......,.. 11 ..- enll'l17 

.,.lUll .. 
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TREASURY DEPARTMENT 317 

..... DeceJibc> 17, 1938 

·- B. B. Po1q, Jr. 

lor Your 1n(O£Mt1on 

Thia ie tbe art.io.la on Chba which app.arecl in last night' e 

star. 

fJ.I -1/. -
At t.ac'-ent. 
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jplnese Invasion 
~nclusive, Says 
H'ISSJ!r'~-

Yal•·in..China Field 
Secretory Says War 

~nt~. 
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'rot 

rrom: 

December 17, 193! 

'l'he 8e c re tar:r 

JH.ee Lonigan f}. 

'rhe tota1 number or WPA workers on 

December 10, 193g is 3,139, o45. 

The decrease during the week rrom 

December 3 to December 10 was ~5 , 51~ 

workers. This is a total decrease or 

12~, 722 workere rrom November 5 to Decem

ber 10. !he tota1 increase rrom the low 

point or October 2 , 1937 to the high point 

or HoYeaber 5, 193! was 1,g1~, 215. 
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WORIS PROGRESS ADUINISTRATION 

Number ot Workers Employed - Weekly 

Un1 ted States 

Week endl.ng 
193B 

March 5 
Llarch 1.2 
March 19. 
March 2o 

April 2 
April 9 
Anril 16 
April 23 
April 30 

J.!ay 7 
!iay 14 
May 21 
Uay 2S 

June 4 
June 11 
June lB 
June 25 

July 2 
July 9 
July 1.6 
July 23 
July 30 

August 6 
August 13 
August 20 
August 27 

September 3 
September 10 
September 17 
September 211-

0ctober 1 
October g 
October 15 
October 22 
October 29 

November 5 
November 1.2 
November 19 
November 26 

December 3 
December 10 

NWIIber ot Workers 
(In thousands) 

2,167 
2. 21j.4 
2, 357 
2,395 

2,445 
2,50fi. 
2, 531 
2, 544 
2,5B2 

2,6o7 
2,626 
2 , 650 
2,67B 

2,693 
2 ,712 
2 , 736 
2,767 

2,B07 
2,B53 
2, B99 
2,93g 
2, 967 

2,993 
3,017 
3,039 
3,067 

3,0B6 
3,102 
3, 111!-
3,120 

3,129 
3.1~7 
3, lo7 
3,201 
3. 21!-5 

3,263 
3. 2c;fl 
3.2~ 
3,216 

3, 1B5 
3,139 !I 

Source: Works Progress Adm1n1etrat1on 
!f Confidential 

381 
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'll'auts PROGRESS A.IJ.IINI STRATI ON 

Number ot Workers Employed - Uonthly 

United States 

1936 
Number ot Workers 

January 
{In thousands) 

February 
2, 926 

March 
3, 036 
2,g72 

April 2, 542 May 
June 

2,3 
2,256 

July 2,249 
August 
September 

2
·aF 2, 2 

October 2,~1 
November 
December 

2, 3 
2 ,192 

1937 
January 2,1ag 
February 
March 

2, 1 6 
2,115 

April 2 ,070 
May 
June 

1,999 
l,g21 

July 1,~9 
August 1, 0 
September 1, 451 

October 1,476 
November 1,~0 
December 1, 29 

193S 
January 1,901 
February 2,075 
March 2, 395 

April 2,tg2 
Uay 2 , ~g 
June 

2,7 7 

July 
2 ,967 

August 
3,067 

September 
3, 120 

October 
3,24-

November 
3,21~ !I 

Source: 'll'orke Progreea Admin1etrat1on 
!/ Cont1dent1al 
llonthly figures are weekly t1gures ror the 

latest week ot the month. 
TheY include certified and non-certified workers. 

382 
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383 1).-ll ~ ~! Federal Cos.o41tlea Corporation 
lu-..r1 of Co:uo4l Uti Prooure4 -

Ptaoal Ie~ 193& &ftd 71aoal !ear 19)9 \0 4att 
(Plturtt la tbout.&Ddt) • 

C~4U:J UoH 
10/27/)8:11/)/)8: 

to ' to ; 
U/2/)8 : 11/9/)8: 

111 A.cphl iDrlt4~ Poundt 1·.~7 
llJ 1'"oh• rreth Bushel• 5,025 ) uo 194 166 Iii ;) ~rteou (Dr led ) Poun4a 2,990 

70 1 ~ 

lll !eana ~Orle4) Poun4e 56.800 
~~) !l-ana Sn•p) Bu.ebdt " )8 

, •• ,o 6,}60 t,6}0 u.~ 
)8 5) 

euu ( F'rtah) Bullhda 1l 
Jl.Jckberrua (0111-ned) Cates 

119 65 u ~ 67 20 ~· n 
BuCttl" Pound a 

.0 . 
Ctbba&• !uebele 

15,0)5 6,188 5.1~ ) , 71~ },&04 1,71t 2,469 ··r'' ,.. {~ 1, 7ij 1,&18 • ·7t~ '~:m ; 
Cal\0 S)'-ruJ) Oallou 

9~ 1,127 )70 2} 216 19 1)) 2~ ., ~~ 2}7 107 )6 25 45 ,0 5 270 (10 

Carrot• Buahela 101 6 1 16 17 5 
Cullflower Crah a 21 - 1 2 1 2 1 

1ii lgl 
CtUrr Bu.nohet 1,174 17a 5 
Ctrnl ( l'holt wheat) Saokt ~ 

15) 1~ 

I Chult Pounde ),1146 = ~5r 
Coro 8aoka a ~ ~~1 Cor~ Mu.l Barrtle 

1149 

Cotton 8&1·•• 10 15 
~~tton tab:r10 Y&J"4a l,l}J 147 ) 22 1 ,0 22 15 16 250 ~~ 
Couon M .. h l&c• !Ia&• 

500 

:ottonlt.-4 OU Po1U141 9 .780 -r, 
~· (Shell) c • ••• 270 

• U ) 

'"" Pouo4• '·tn 
• 2 ). 

nour Barrele .. " 279 
179 .l, 

G~e.truU Boxea ~1 
- 25) 

O:-a;ttrY1 t J\alot Caaea 552 '71 .. ... U7 1)2 5 95 1,na n 
Grapet 'font a 

- 27 

l.c.bclo Wbelt 
1i·m ,. 

ll.attru t Ttoklnc Ia~• 

. r. ., 
UU: ( Dzo7 all:1•) Pound a 21,520 

a, 1 )0 

JU1t ( rluU) Qua.rU 12,497 6,!72 s~: !~ ~ 
6)1 652 t,9'1 lt-,&2) ) ,0112 4,m ~,107 5,1a5 )~.i~~ ~~~~ 

Onion a Pounda ~,ooo 7' 
Orange& BoUt ,9},2 9 .0~~ ~ }5 12 1t:~ll i~ 
Peper Baft Bas• 21, &2~ 4, 791 
P#t.ehtt Dr1t4) Poundt 2,5) ) , 52) 1 ,&1) 91) 

Pu.cbu (J"rub) aumeh a ' 
19 26~ lh~ 

Pf'ara (rruhl Boxes )15 229 
11 ) 

hul0•nnt4 Cattt ••• 
h u Drl~~ PoUt14t 6,000 
Ptu h-uh lu.alalt ) 

Po\a\oea t .. t t1) Bve!'&elt "" • ..... 122 ,, • .J:t \i 
lot ato u l'b1U) !lutl'&tl-t ··m 2,o69 ·~ 'S 19 • . 

Po~ato Starch 6 Flour Pound a 2, 

Prwttt \DI-1t4J ...... 55 
PN:!ta l'rub 8utl'&da 1) u 

RaldAt ....... 1l 

IUoe ( iU.lled) Pou4t 
t67 

'fobaooo Poun4• 
c •••• 

• leeklJ ttrurtt rtportt4 bJ r edtrt1 Surplus co .. o41tltt C0rporatlon art batt4 on telegr~tlo report• aa4 art ~nrtYltt4• 
rtaoal rear 19)1 totalt baYt bttn re~1te4 to lnolu4t all oontraoc OllDOtllattont an4 otbtr •4JV~t•tDtt. 
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384 
Tranal-tion of cable f'rom Chun&l<in£ 

Dated Chunf:lcl.n,; Dee. 17, 1938 . 
Roe'<! flaahi.ngton, D. c . Doo. 17, 19 38. 

From• Or , H. H. Kung 
TToo llr , K. P. Chen 

Have received report from QUo Te.i-Chi t hat sxport cro<lit 

Guar antee Department, London has submitted to Parliament proposal in

oroasing its power to gr ant export credit s from 50 to 75 rdllion pounds 

storltn{; with an additional amount <f 10 rdllion Pounds sterling for 

purpose of national policy without necessity of referring to Parli.,.,nt 

(atop) QUo negotiating to have this 10 nillion speeielly assigned for 

giving credits to China. paragr aph 

Regarding woodoil havo inotruoted For eign Tr ade Coonlo

eion to ship out as much as possible (atop) Fortunately moot oil pro

ducing distr i cts are within our awn control and eXtimatcd 70 to 80 
.> 

thousand tons can be aeau1red yoarl y ea.~ deta i l ed amounts already 

aoqui r od ~iling ~ air (stop) Aeeuro you we oro doing best ( stop) 

Tin produced in Yunnan anc! KT.'IJlgei Provinces about 10, 000 tons por 

year and can be increased if bottor machinery intr oduced (stop) llo 

difficulty of acquiring ~ Govorn=ont . Paragraph 

Transportation on Yunnan BW'IO>l Hi&lmaY !'easible (atop) 

A shipment of arms and ammunitions has just arrived Chung<ing to-day 

by this route (stop) Bri~gea , oto bein& strenthenod at· varioua pointo 

thus enabling through traffic vtithout hindrance shortly Paragraph. 

H. H. Kung . 

Regraded Unclassified
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11y d ee r ttr. Pres 1dent1 

Herewith I &II undiD& you 

e copy o r e r e cen t cable r ece1Yed b7 

llr . Chen troa Dr. !tUD&, which I tb1nlt 

70U • tll r ind or intereeto 

Sincerely, 

I 
fs/ H. Worgenthau , Jr . 

The Predd~t, 

The White Bou ... 

!ncloeure. 

enve}:pe marked •Confident ial' 

NllC1aU 

(Cable d a ted 12/17/38) 

385 

\ 
\ 
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Deo ..... 20, 19JI 

., dear l\&8lel' 1 

Herewith I •• , .. d 1111 yO\l 

• copy o~ a rec .. t cable racei'f~ by 

llr. Ch«1 tl'Oa Dr. LID&o which I t h ink 

you will tSDAS ot Snter .. t. 

81ncer•'f• 

-N~! -
I 

'l'he Banorable, 

'l'he Aot!A& l"l'etai'J o t State. 

l!nclonre. 

llliC••• 
(Cabl e dated 12/17/JS) 

1 pe -·~ked • Confidential" 
an•• o _. 

38S 

•• 
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., dear lr. Secretarya 

Bera•ith 1 •• acdlnc 701.1 

a 001'7 o f a r ecent cable rece1•ed bJ 

l:r. Cben froa Dr. Kim&, which I t hl.nlt 

rou will t' 1nd of lntereat. 

Sincerely , I 
/s/ a. Worgentbau, Jr. 

The Honorable, 

The tsecreta17 of tbe 1•"1. 

!nolonre. 

(Cable dated ltl7/J8) 

envelope marked •Confidenti al" 

387 
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Deo.-er 20, 19)8 

11 dear Jr. leoretar.ra 

Berewi t h I •• .. n41DI 

you a COPJ ot a r ecant cable r eca1•e4 

b)' ••· Ch • tro• Dr. Kuns, which I 

th1nk you will t1n4 ot inter est . 

Sincerely, 

I 
Mor genthau, J r . 

The aouor eble, 

The 8eore\e7)' ot War. 

l!IDoloaure. 

(Cable dated 12/17/38) envelope marked •Confidential) 

liiiCatiS 

388 
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MJD 

Secretary of State , 

Washington . 

Tokyo 

Dated December 17, 1938 . 

Rcc 1d. 6 :45a. m, 

789 1 DECEmber 17, 2 P• m, 

DepartmEnt 's 419, December 15, 7 p . m. 

389 

One . REports concErning thE gr ant of credit loan to thE 

Universal Trading Corporation wErt pror.~imntly featured in th£ 

papers ye sterday afternoon . This morning tht papers carry 

despatches f rom London and elsewherE stressing that the credit 

loan, along with thE British guarantee covering shipments to 

China , evidencE coordinated action by the United States and 

Great Britain toward protecting their interests in China . 

Two . ThE ROmli this morning carries a featurE story sub

stantially similar to those mentioned i n our 786, Dtcemoer 15, 

7 p . m. It concludes with the statc:ncnt that thE !iinister for 

Fort ign Affairs will, during his interviEws next weEk with thE 

British and AmEri can Ambassadors , emphasizE that "thE firm 

determination of thE Japanese Qovcrnmcnt to set up a new order 

in thE Orient will not bE shaken" by "British and American 

assistance to Chiang Kai Shtk and efforts to exert economic 

pressurE on Japan" . 
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MJD - 2- No. 789, December 17 , 2 p , m, from Tokyo 

ThrEEe An Editorial this morning in thE ASAHI which is 

thE only one which has thus far appeared , describes th£ ci~ 

cumstancts as set forth in thE announcement of the Reconstruc

tion Finance Corporation and concludes that the credi t s to the 

Universal Trading Corporation, which it characterizes as a 

"phantom corporation" is substnntially similar to t hE British 

export guarantee to China , "In American financial circles thE 

view is held that this loan was made to China, with Japan held 

in view and for the purpose of i ncreasing China's power of 

resistance , that it is a political loan, and that it is in

tended to be a g&sturc in the direction of Japan in connection 

with questions arising over the principle of the Open Door and 

equality of opportunity. It is rtt?ortcd that Anglo- American 

discussions arc taking placE ~ith a vic~ t o concerting measure: 

in the nature of economic reprisals against Japan, In additiol 

to these measures thE United States, it is understood, is con

sider i ns various measures which thE Prtsidtnt is nuthorizcd by 

l aw to take in the event of any forti5D nation discriminating 

against American goods , " ThE various forms of retaliatory 

action which a rc reported to b t under considernt1on between 

United States and Great Britain art then rcviened, and the 

"International assistance to Chiang Kai 
editorial concludes : 

i t Ce is now beginning to 
Shek i n hiS efforts to continue res s an 
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!IJD - 3- No. 789 , December 17 , 2 P• m. from Tokyo. 

take shape . Apar t from Soviet Russia it goes without saying 

thct the prim£ mover is Gnat 3r1tnin . '"lhcthcr the United 

St~tcs will pull Britain' s chestnuts out of the fire is an 

open QUestion, but one fact is clear, and that is that the 

s r snt of British and Amcricnn crEdit loans to China will help 

the cxp1r1ns Chiang Kai Shck spiritu~lly, more than mstcrio.lly, 

nnd thnt these loans derivE only from a mal i cious desire to 

stimula tc Chiang to continuE res is t o.ncc . " 

Rcpca ted to Shan::lba i for PE1p1ng and Chungl<ing. 

PEG 
HPD 

GR£''1 
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PAJUPIILUI OJ' T~M RIOIIVID 

ntOK1 Allerioan lab&eay, Rio c1e Janairo, Brasil 

D~TI: Daoeabar 17, 19S8, 11 a,a, 

10.1 89S 

I refer to •1 hlegru J o. 388 of Deo•ber 10. 

I 11111 tolc1 by the lxobaDge Director of the Bank of 

Brasil t hd during the week of Deo•ber 19 the Be.nk will 

oloee esoh&nge for aatur1t1ee &Dd c1&1ly quota• for the 

perio4 JoY•ber 8-14, 

Infora OOIUieroe, 

BOOTTP. \ ... 
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(Dictated Dec. 18 , 1938, but 
1e not date ot .a•eage 
ref erred to belo~ ) 

I sent ~ord t o Sumner Welles through L1Yeaey 
that 1t the President said t h1e 1e what he wants, 
a ll r1.ght, I ~ould aoqu1aeoe , but not oheertully. 

39:3 

' 
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Dear Henry: 

THE UNDER SECRETARY Of' STATE 

WASHINGTON 

December 8 , 1938. 

394 

With reference to our telephone conversation 

ot the other day, I am enclosing a telegr am which 

I have just received t r om the American delegation 

at Lima. I shall greatly appreci a t e having your 

views as soon as may be possible. 

Believe me 

Enclosure: 
Telegram No. 14, Lima, 

December 7, 1938 . 

The Honorable 
Henry Morgenthau, Jr. , 

secretary ot the Treasury . 

-· 

• 
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This tElEgram must bE 
closEly paraphrasEd be
forE b eing communicatEd 
to anyone . (br) 

SecrEtary of StatE, 

Washington. 

14, DEctmbtr 7 1 11 p . m. 

Your No . 20, DecembEr s. 

., 
r ,. 

Lima 

Dated DecEmbEr 7, 1938 

REo ' d 2 a . m., 8th . 

395 

ThEre follows thE text of the pr opos Ed rEsolution on 

the meEting of Treasury rEpresentatives in the wording \ 

in whtch we intend to introduce it provi ded preliminary 

discussi on with other d elegations raises no unexpected 

quEst ion. 
"The Eighth Int ernati onal Conference of American 

States : 

"REcommends : 
" (1) That the Treasuries of t he American States 

arrange for periodic i nformal meetings, incl uding 

group and regi onal meetings, of representatives f or 

thE discussion of sub jects of mut ual interEst . 

"(2) That such mEetings be held at ltast annuallY 

and whEnEvEr problems of spcoi~l importancE arise. 

"(3) ThE first mC£t1ng shall bE hEld at blank 

not later than JunE 1 , 1939 , in accordance with 

arrangements 
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- 2- #14, Dcc~bcr 7 1 11 p. m., from Lima . 

arrangEmEnts tha t mu y be workEd out by the Pan American 

Union aftEr COl ·"\\lt'\t1on with t h E Governments of thE 

Am erican R Epu'olics . " 

Pl eas E tell Secretary of t hE Treasury that if 

hE wishes to makE changEs to plEasE transmit them at 

onc E. 

HULL 

RR 

' 
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Conti den t1 al 

BY l!EBSENGER 

Henry Korgenthau, Jr., 

Secretary of the Treasur,r. 
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~-~a--..Q 
Tokyo 

DatEd DEc EmbEr 181 1938 

REc ' d 7 : 10 a . m. 

Our 789, DECEmbEr 17 , 2 p . m, 

OnE. A d Espatch which Byas sEnt yEstErday to thE 

N8V YORK TIMES on t hE JapanESE rEacti on to thE China 

ertd1t l.oan quot Es portion of th£ ASAHI Editorial out

linEd in our t ElEgram undr.r rEfErEnCE, but also convEys 

thE imprEssion that thE JapanEsE prEss is rEfl Ecting alar m 

and unEasinESS ovEr i ncrEasing EvidEnCES of a strongEr 

AmEri can and Bri t ish attitudE. Byaa ' attEntion was callEd 

to that statEmE~t and to thE fact that thE tonE of thE 

JapanESE prEss without txctption i a firm and hE admittEd 

hE had "mddE bricks wi thout str aw" . HowEvEr, hE pointtd 

out quitE corrEc tly that thErE has thus far b EEn no violent 

outburst as many obsErvErs had anticipatEd but hE agrEES 

that thE prEss rEaction thus far doEs not (rEpEat not) 

warran t thE imprEssion that rEcEnt dEvElopmEnts haVE put 

thE JapanEsE into a conci liatory mood • . 
Two. 
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lw - 2- No. 790, Dtcrmbtr 18, 5 p. m., from Tokyo 

Two. An edi tor i al this morning in thE YOMIURI 

rEfErs to rEports that the possibility of r csorting to 

economic repri sals is being studiEd by t hE Ameri can 

GovErnment and expr esses confidEncE that thE United stat es 

will not (rEpEat not) take any "hyst Erical attitude" . 

No reason is stEn for doubti ng that Far EastErn problems 

art capablE of solution by nEgoti at i on but "thE labElling 

of thE l oan in var i ous quarters as Economic reprisal 

agai nst Japan sErvEs only to excite public feeling in 

both countriEs and to ltad thE way to furthEr disturbancE 

or thE s i t uation. For this reason WE would rECOmmEnd thE 

Uni t ed StatEs to give thE matter d ttp reflection" . 

Thr tEo ThE ASAHI giV ES prominEnCE to a dEspatch 

from its NEw York correspondEnt stating that tht N~N YORK 

TillES Editorial of DteEmbtr 17th i n dEscri bing tht lorn as 

a poli t ical loan to China and as gEsturE against Japan, 

reflEct s majority opinion i n the United StatEs w~~eh sup

ports the President and which regards thE l oan as retalia

t i on against thE Japanese reply t o our notE of October 6. 

Articlt.s. of l ocal origin in ot~t~ papers again statE that 

thE Minister for Foreign Affairs will shortly convey t o 

CraigiE and me the viEWS of thE Japantst GovernmEnt on 

rEcEnt dEvel opmEnts . 
R ~ptattd to Shanghai for Chungking and PEiping . 

GR EW 

RGC ; EDA 
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