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WASHINGTON NilS - M&reh 4, 1939. 

T'WR8()IIAL ~ OD &oo&nd~: 

r n.. .... • lOre. t~~an~ 121bc. UJc:M a ,.,. -.. 
RoOWf'tlt MOOd oa Lbe .,., .-. ot the C.pUoi. ce a w.t: 

., oa4 ,_oc:=~·= .. ~r.;;~or a I!WJOI1 that had .AittueiS 
' ~ ~ bratcknm. I .t __ .... ,dar.--

.. runn&:na cklcrtpt,lal of \haL t:1nt 10-
alll\lf'IJ. J ua.t a few momenta euU.r 1 

..... llnlabed """"' tho - lead .... Ina __ 

W G :ran ID~a"fmb>t I 
b.&YI aeen \be New Deal Wold ID ltA 

ea:rtJ 110!'1 or treat ~ I J-aM re .. _, .. __ .... ,~ 
bt»t.lle f~ .at. and uruem. eco­
DOiftle and bumaa. t have am. It lf"" 

"ftrtl1 aet back bJ the 1W1dell rec811on 
In tnt fall of 1837. )l.bre receaU.JI' I 

., a.,.. hue tet'fl U.t IDOnle ~&ecra~ un.t.b 
DOW tftD J:U.1V DeiDOCr&la: t!Malth'tl 

foi'K'e ft'pu411.Uoo at the Dt'Xt tltcUoo and are a.oUdpa,UDJ 

a ~ubUcan Preaidt.nt ln 11Hl . 

fl'\KRU &1.1 01 lllll dme I baw J11t0 Roole'rtiL. I! , Ua:MII 

~ up, tomWm• dowa. oow Jtrlk11'le wtl.h Lhe du1lla OC 

aenlua. and apln blundtrl.na: Into a,ppalUn.a uron whSeh 

~ undtnnloed the p-eat work be W'N Ul'lrll to do. 

pl&)'lbc c:rutUI Into lhe banda ol hla t:oem1N. 

Roo.:«<l. b \be rtft.h Praildtnl wbolt aeti'I'IUee: J haft 

reJ)Oirt.C!d. N<lOe baa been pufecC.. ctt1alnl1 DO&. RooleftiL. 

Yet to roe ht ••aDds u a atant or our tln:\t• for tho mart 
ot a arut m&D Ia DO& an all&tnOI or 'ftalmeuea but a.o 
abult4ance t11 ~ ADd witb u. ooe ~rSt pn 10 \he 

toUr.~\tJ tD tbdt ttme.-hk buofl.nl. cood-bumond conn­

cknce that on Marcb 4, 1133. tumecl naUonll deiJ)IIJt iD\0 

n~tk)nal couraae ovemlahL. Fol' that citt. tJOM tlle nauon 
_ ... ........., ...... w. 

S am cocftDoed t.Mt Jloowrdt'a oWD rtiWtOC. IMPlrtnl 

·....-u ... hN "' "" lncalcWal>io dft'" -- .,. 
'"''"Jc of the American ptOple, anCI Lba~ Jt hM mueb. 10 do 

.now wt:h the fact Lhat altho unt mpk>yment and the -.rt~ 

<Uitum problem .uu .....,, •- pro~>~_., lbe 

' by Raymo.-.cl Clapper 

• 

I ONCE diSc::rlbfd: 8CICIInea u a ~ ~ ot d«<DDC-' 

NC7 WhO .. &:rJtlll &o ....... U:w: Q&:J 'f..e:. ot JOidt&)' 

to tcliDe more r&Ucm&l ec:baDI ot th1Et;p, .. bo wuta w 
brtAI about m btl tli:DII • wrlll Wbkb ib&U natt~te .ome 
few J*S GD lDto &bt .._ Ill ~:~rcpe wbkb IICitoce and 

ID&O"' ~17 haft opraed ..... 
He bu the atuU to -a l!le .,..-. ..... II k tbaA u.t­

bodJ I have 1«0 Ira U. Wb.lle ua..t. Uld 1 hope he -IL 

2 
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TO 

....., .. 
Subject: 

TR.EASURY DEPARTMENT J 

INTER OFP1C E COMMUN ICATIO N CONFIDENTIAL 

8ecreta~:Jenthau 

~r. Ha~ 

The Business Situation, 
Week ending l~rch 4, 1939. 

Oevelonments of the week 

DAn !Aarch 6, 19}9 

Nothing has occurred during the week to change the busi­
ness outlook, which remains generally f avorable on the basis 
ot docestic conditions. Although the anring ateo-up in nro­
duction in leading industries baa not been sufficiently pro­
nounced to achieve normal seasonal gains, nevertheless the 
current trend of activity is upward . Some evidences have ap­
peared which suggest that t he seasonally-adJusted weekly 
indexes may be about et bottom. In the i moortant Pittsburgh 
district, seasonally adJusted buaineaa activity last week 
reached a new high for the yeer. 

Commodity end security orices have made further gains. 
The 3L8 index of sensi t ive commodity prices this week reached 
a new 1939 high. British stock prices have shown outstanding 
strength, and 1n the New York mar ket railroad stocks have led 
e renewed upturn. 

Leas encouraging developments include a sharp reduction 
in steel orders laet week, due pertly to the holiday, and a 
decl ine in department store sales. Exoorta in January drooped 
to the lowest actual level since August 1936. 

The current business trend 

Some evidence has appeared which suggests that we may now 
be at the bottom ot the current business dip. 

(l) Although the New York Times index t or the week ended 
February 25 declined to 88.0, from 88 . 8 the previous 
week, preliminary data show increases in the adJusted 
figures for automobile production and steel produc­
tion tor the week followi ng. 

Regraded Unclassified



--
Secretary Morgenthau - 2 

(2) The recent deolining tendency in the index of 
cotton mill activity may be oorreoted by this 
week's spurt in textile sales. 

(3) Lumber producti on has begun to reoover from the 
recent declini ng trend, and an almost uninter­
rupted excess of new orders over production during 
the peat three months suggests that the gains ma:r 
be extended. 

(~) The recent reoovery in commodi ty prices , supported 
by a firming trend in the security markets, will 
tend to stimulate new orders and activity through­
out indust ry . 

(5 ) A new high level tor the year was reached last week 
by busi ness activity in the Pittsburgh district, 
according to a seasonally adjusted index calculated 
by the Univerait:r ot Pi ttsburgh Bureau ot Business 
Research. 

The steel situation 

Steel output gained more than seasonally this week, a 
rise of 2.1 poi nte carrying the average r ate to 55 ·g per . 
cent of capacity. (See Chart 1. ) New steel orders laet week, 
however , were affected by the 1Vaeb1ngton'a Birthday holiday, 
and figures reported by the U. s. Steel Corooration dropped 
to 3g per cent ot oaoaoity, as compared with 59 per cent the 
previous week. This brings the average tor recent weeks more 
nearly i n line with the current level of steel operations. 

Looming ae one ot the maJor taotors in steel demand this 
year is an increasing volume of buying by the railroads, which 
had been largely out ot the market sincs the epring of 1937. 
A survey or the 1939 budgets of i mportant railroad companies 
recently made by the IVal·l Street Journal shows that 15 roads 
whi ch have eo t ar submitted figures have purchased or budgeted 
steel rail orders nearly equal to the total tonnage placed by 
1~1 Class 1 railroads last :rear. The aggregate intended rail 
our ohaeee show an i norease or 153 per oent over the tonnage 
bought by the same roads last year. 

4 

Some railroad equi pment conoerns have become more active 
than at any t i me in two :rears, due to recent expansi on ot 
rail r oad repair progr ams. It r ailroad traffic continues to 
i mpr ove, and ne t ear nings continue their upward trend, the long­
deterred rehabilitation of the r ai lroads ma:r provide a powerful 
impetus to the steel industry in 1939· 
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A further stimulus to steel demand will be provided by 
the construction industry, for which an optimistic 1939 out­
look has been confirmed by recent statistics. Heavy construc­
tion awards as reported by the Engineering News Record turned 
upward sharply at tbe end or February (See Chart 2), resuming 
the rise which had been interrupted tor a time 8fter the early 
January peak. This should be reneoted shortly in increased 
structural steel orders, which declined seasonally during 
January, as shown in the lower section or Chart 2. Weekly data 
indicate that orders for structural steel during February 
declined somewhat fUrther. 

Residential building, which takes a substantial quantity 
or steel, continues to show an optimistic outlook. In the 
first 22 days of February, according to the F. w. Dodge Corpo­
ration, re sidential building contracts rose more than 1~ per 
cent over the s ame period in January, which comperes with a 
normal seasonal gain or about 10 ner cent. 

Rents rising 

Rent s for single-family dwellings have been gradually 
rising during the past four months, fo llowing a substantial 
decline during the first three quarters of 1938. This will 
tend further to encourage home construation, unless offset 
by increa sed construction cos ts. Additional encouragement is 
seen in the announcement made t his week by t he Bowery Savings 
Bank of New York that it will shortly make FHA mort gage loans 
at the reduced rete of 4i per cent, a policy which may be 
followed by other lending agencies in that area. 

FHA mortgages selected for apnra1eal during February , 
after allowance for holidays and the short month, were nearly 
at the record level of lest summer and f all . In view of the 
apparent two months ' leg between mortgagee selected for 
appraisal and F. W. Dodge residential awards, an approximate 
estimate of the F. W, Dodge figures for March and April may 
be made from the FHA mortgage data, as shown in Chart 3. The 
solid l ine on the chart represents the F. IV. Dodge residential 
awards, with tentative estimates for ~larch and April derived 
f rom the FHA data . The dotted line represents estimates , not 
adjusted for seasonal trends, made from these data. 

A noteworthy feature of the recent i mprovement in build­
ing contreot awards is a gain in privately owned conetruotion , 
indicating an encouraging tendency toward increased private 
spending. The F. IV . Dodge figures show that privately owned 
construction awards in January were 39 per cent higher tha

6 
n in 

January 1938, while publicly owned awards were up only 2 per 
cent. 
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Corooration orofite 

I ndustrial profits have apparently lagged somewhat 
behind the recovery in industrial output, Judging from 
auarterly earnings data tor 120 industrial corporations 
compiled by the Standard Statistics Comoany. Ae shown in 
Chart ~. such a lag seems usual in times or rapidl.y improv­
ing bUsiness, since similar l ags appeared at the time or 
the business up t urn i n early 1933 and aga in during the latter 
oert or 193~. 

Comparing earning s during the fourth quarter alone with 
those tor t he same ouarters or earlier years, the Standard 
Statistics estimate (subJect to revision) indicates some 
decl ine from that ot 1937, while industrial oroduotion was 
sharply higher. 

The National City Bank ot New York reports total net 
earnings i n 1938 tor 9~0 leading manufacturing coroorations 
at J672 m1.ll1ons, or 44 per cent of the Sl , ~5 millions 
e~rned by the same companies in 1937. A tabulation we have 
~de for 3S~ industrial corporations reoorting net incomes 
(excluding deficits to make t he figure s oomoarable with our 
estimetes ot statutory net income) shows total 1938 earnings 
eoual to 5~ . 4 per cent of t he 1937 earnings . Si~ilar tabula­
t i ona for 29 railroad and other transoortation comoaniee 
showed net income s 90. 7 oer cent or t hose in 1937, - and tabu­
lat ions for 119 oublic utilities showed earnings SS. 2 o er 
cent of those in 1937· 

~eighting the earnings of these three grouos according 
to the oroportion each formed of the Treasury figure for 
stat utory net income in 1935, g ives average earni ngs of net 
i ncome corporations in 1938 eaual to 57 . 0 or the 1937 earn­
ings . This comparee with a forecast of 52 .7 per cent used 
in the 1939 budget estimate or income tax revenues. 

Price rise continues 

The prospect t hat a turning point has been reached in 
the trend or commodity prices received some further confirma­
tion t h is week in a oont1nued i morcvement in the various 
sensitive price indexes. A slight upturn was also registered 
in the BLS all-commodities index, raising it to the aid­
JEnuery level after a period of levelling out. The BLS index 
ot 30 sensitive commodities reached a new high tor the year, 
end the Dow- Jones futures i ndex made fu rther gains. 

6 
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A f urther riee in stock prices here and abroad during 
the week contributed toward improving sentiment . In the New 
York market, strength i n railroad eeourities was a feature 
or the week, while other groups showed moderate improvement. 
The extent o! the gains in railroad net earnings, as revealed 
in recent earnings statements, haa been a surprise to many. 

7 

The trend or British stock prices continues sharply upward •. 
Business activity in Great Britain continues to improve, and 
national oont'idenoe has been strengthened, according to 
opinions in the press , by a growing reeling that the •orreneive• 
ooeition has shift ed !rom the diotatorehios to the democracies. 

An increased demand !or cotton textiles this week boosted 
print cloth sales to about 150 oer cent or current production 
and raised prices on print clothe and certain other textile · 

• oroducte . Our weekly new orders i ndex !or textiles, which in­
crea sed 7.~ points l a st week to a new high t'or the year, made 
a fu rther gain or 5.0 poi nts this week . Recent plans !or mi l l 
curtai lment may be modified as a resul t or t he increase i n 
sales . The uptur n i n textile orders this week was not eu!!1-
c1ent to o!!set t he decline 1n steel orders in our combined 
new orders index, whi ch turned down somewhat !rom the 1939 high 
reached last week. 
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TREASURY DEPARTMENT 

INTUI OP'PlC I: COMMUN ICATION 

DAT"' ti&ro!> 6, 1939 

!olepboae4 Kr, lltr.-o•• of \be Bailoaal Oi\7 Jal< ia Bn Torlr \hie 

.. ralac 11114 apla1ae4 \o hi• tbat I _. llrlaciac hi• at-..uaa \o a 

o1 tu&Uoa 1a 'llbioh their 'bi'IID.chee ia Clbl.aa were 'beiJic crU1che4, 11114 

•• debe eo 1D. a 1Dtcraal aauer 84 U _. ao\ \o lie ooadl"'l*l aa 

u:r toraal ~4 'b•iac .U 'IPCD. the B&Ueaal 01\7 Jal< ~ \he frMnr7 

Depara•t. 

I \!Ia drn hie att•Uoa \o \he ••Uoa a4e \o the BaU-1 01\7 

Bull: 1a Callle ~~ trca Loa4ca, dated !larch J, Callle ot llarch 2 fro~~ 

B. B. hDc \o Mr. J:, P. Ohoa, ud Callle ot tl&ro!> 2 troa !, T, looDI to 

llr, Biobolaoa, 

Kr, live••• o\ate4 \bat U _. hie 11Dderotudiac \bat \heir ahor\ 

pco1Uoa 1a Ch1aeoo CIU'roD.QT, _,lac • .5.000,000, _. obpl7 a 

he4&e aplao\ their woz1riac Ollpital 1a Ch1aa u4 lla4 ao\ ll- altered 

tor OOM \1M, Be lh011C!lt \bat aq oaloo ot Chiaeoe GIU'roBQT a4e lo' 

the Bailoaal Oi \7 Bull: 1a Chi.aa -.ot ~~a ... lie• tor _, of ..,.\oaero 

ud 414 ao\ ropreooa\ traaaaoUou tor the Batloaal Oi\7 Jal<'a ... 

acccua\, !old Kr, Bvce•• \bat ia IIQ' opialoa the bponat thiDI tor 

the Batloaal Ol\7 Jal< to 4c _. \o clear th .... l ... o ot &D7 cr1Uc1• 

b7 the Chiao•• ~Jew•~•. u4 if their trouaoil•• were nell u he 

o\atod, We obooal4 'be poulllle. Kr, hrcu• p...tood to ~ W• 

(llU\1 .. wp trUh tloo proper par\ho 11114 a.trlo• tho rotll&lto, ..,_ .e.&\ 

o\epe \he7 were \alt1ac. la aae -... •• 
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GROUP MEETING 

PRESENT : 

H. M.Jr: 

McReynolds : 

Bell: 

Lochhead: 

H.l~.Jr : 

Gibbons: 

H. M.Jr: 

Foley: 

H.M.Jr : 

Foley: 

H. tf.Jr: 

Gibbons : 

15 

March 6, 1939 
9 : )0 A. M. 

(Secretary's Ottice) 

Secretary Morgenthau 
Mr. McReynol ds 
l~r. Gibbons 
Mr. Bell 
Mr. Haas 
Hr. Du(tiald 
Mr • . Lochhead 
Mr. Foley 
Mr.· White 

l~ack? 

Nothing. 

I haven't anything either, Mr. Secretary. 

Everything is calm on the surface or the exchange 
although Belgium can't torm a cabinet. They were 
on the purchasing aide. 

One thing I would like to do: I would l1.ke to 
put this attorney, Johnson, 1n as t1rst Deputy 
1n Ouutoms as or the 15th or Maroh, and put the 
present t1ret Deputy back in the field. 

Mr. Byron? 

Yea. And before he goes in, Johnson wants to talk 
to McReynolds and Foley about the legal adminis­
trative set up. 

That 1s permanent, l~. Secretary? 

That 1s permanent. 

' 

We will have to select somebody t o be Ohiet Oouneel 
for Oustomat 

That 1e right. 

Etteot1ve the 15th or Marchf 
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H.M.Jr: 

Foley: 

H. H.Jr : 

Foley : 

H. M.Jr: 

Gas t on : 

H. J.! . Jr: 

Foley: 

H.~!.Jr: 

Lochhead: 

Foley: 

H. t,!.Jr: 

Foley: 

'hhl te: 
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Yes. And Heath thinks the situation ser ious 
enough- Ame r ican t r ade relations with Germany, 

that Calms should go over t here t or a week and 

look into it. He can ' t go hiMself because the 

Germans dislike him too much , but he said he 
thinks t hat Cairns could go over very \fell and 

spend one or two weeks over t here. You m1gbt 

t ake i t under considera tion. 

Yes , eir. 

He a l so told me this- I don't know whet her he 

ment ioned the man by name, but he told me this 

man t hat is buying oil trom Mexi co , sells it t o 

Germany at an advance in price over t he world 
market or at least 25 per cent and t he n buys i n 

Germany, wi th t hat money, oil p i pe which he 
del ivers a t Houston, Texas, at a price below our 

market. 

\·I ell , he can't use mar ks except t or German goods . 

He is using oil instead of money - l~ex1oan oil 

and lays t he oil pipe down a t Hous ton below our 

market. I thi nk t he man 's name i s Davia and 
that is t he way he worts. 

The sa:ns with cotton . 

And copper . 

Cotton and copper. 

Cotton and copper, and now it is Mexican oil . 

I don ' t think he i s taki ng money from t he companies; 

I think he i s taking stock i n t hem. 

\lell, I hadn 't heard about t he stock i n the 
companies but that would be the next s tep, wouldn ' t 

it? 

I would like to have another memorandum on that 

thing , when I have lunch with the Pres i dent today. 

I have it hero . 

I would suggest t o r your considera tion, having one 

ot our men accompany him, if you t hink it is 
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H. V..Jr: 

Foley: 

H. M.Jr: 

Foley: 

H . l·~.Jr: 

Foley: 
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Foley: 
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Foley: 
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Foley: 
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feasible , who has bean working on t~~t stuff. It 

req•lirea an economist as well as a lawyer. 

You might talk to Heath about it. Have you got t he 
letter from the President? 

Yes. There are two proposed replies. 

(Discussion concerning replies between t he Secretary 
and Hr. Foley inaudible to the reporter) 

I ~rould leave ott that paragraph about Rubler . 

And here is the letter from Treadway. 

And t/here is my answer? 

Well, if you think t he President would go ahead 
I would sign this letter; and if you think he 
won't, then I would sign this one, ~1hich gives 
a full e> • .-planation and Jus tification, t~h1ch 

probably wouldn't stand up. 

~louldn' t s t and up? 

No. 

Then don ' t send 1t. 

I think ue have to have the Attorney General's 
opinion so far as thi s barter arrangement 1s 
concerned. 

I have texan an oa t h of office to uohold t he laws 
of t he United States, but it is now. four months 
since you fellows found this thing and it I can 't 

get the Attorney General's approval, I will Just 

have to go ahead and do it . 

Well we know that, i nformally, t he A. G. has 
agreed. 

That would be all right with the State Depart ment, 

but with me it 1e a ma t te r ot carrying out the 
laws of t he United States . W1 t h the State Depart­

ment it is a mat te r ot foreign affaire and I Am 

between the two, and it they can't give it to me 

I am Just going to go ahead. 
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Gi bbons: 

Foley: 

Gibbons: 

Foley : 

H. I·I.Jr: 

Gibbons: 

H.l•! .Jr: 

Gi bbons: 

Gaston: 

H.!~ . Jr: 

Foley: 

H. M.Jr: 

Foley: 

H. M.Jr : 
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Is that t he Matthew Woll -

We are talking about an artiole that appeared in 
t he Boston Transcript . 

That Woll t h1ng. They are wanting to get i .n the 
papers about it every day. The New York T1mee 
had a piece on i t the other day . 

Treadway. He means bueinees . He said , "If you 
don 't give me t he facts I am goi ng to introduce 
a privileged resolut i on requiring you to put up 
the tact e• . 

I haven 't a leg to stand on. 

Really ought to discuss it with the Presi dent . 

You f ellows in Washingt on always ge t at least 
three warnings before t he axe drops on you. 
Hatthew \loll gave me one and Treadway gave me 
another one, t he second one, and t net is enough. 
I mean, t hese things never come out or the blue 
sky . 

I ~u>ve told llatthew lfoll, orr the record, that you 
were not a t fault; that if he di d anything it 
would be very u.njust to you; that you have done 
everything you could and he kno~<s that, but he 
has a crowd back or him up in New York t hat are 
Just holding on to this thing. 

In connection ~nth t he newspaper stor ies, I would 
like to take a look a t t he letters before we send 
them, it you don 't mind. 

Now this letter here -

I will take that back to re-wri t e i t. 

Get i t to Her bert. I wan t i t before ten o'clock. 

All right. 

Listen, I am goi ng to tell t he President - I called 
up Sumner Welles Saturday night , I think it was, 
and I told Sumner, I said, ·~ow, Sumner, I can 't 
post pone this matter any longer. You sai d ' Wai t 
until Rubler is t hrough '. He is t hrough and I 
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think we have just got to 11ft the embargo•, and 
Sumner said he would t alk to Mr. Hull the first 
thing 1n the morni ng. 

If the State Department doesn't like 1t, 1t 1s 
Just too bad. You might also give me, to take 
along, t he Treadway thing . l·~ybe I v111 sign 1t 
right there and t hen 1n front of the President 
and simply get him to 1n1t1al 1t. 

All right . 

Do you th.1nk I am unduly exercised, Herbert? 

No I don't . 

It 1s a political que s tion of the moment right now, 
because of the feeling 1n t hi s country, and t he 
thin~ can take on abnormal proporti ons . 

(Telephone conversation with J.:r . Sumner Welle a:) 
Hello, Sumner, how are you? I just want to remind 
you t hat I am having lunch l·r1 th the President today, 
and this thing of t he Treasury getting out a 
decision on the German dumping. I do hope you can 
give me an answer or Ur. Hull can before one o'clock. 
O.K? Because t hey t ell me that you - you see they 
ran this thing 1n the Boston Tr an script and t he 
Press have been getting more and more curious why 
t he Treasury hasn't dons something. Now, did you 
get t hAt dreft of a letter? I sent 1t to you for 
a suggestion. And you saw my little note about 
leaving off t he l a st oaragraph? Fine. Any time. 
Thank you. Goodbye. 

Incidentally, 1f you ~rould see t his fellow, the 
contract or for the Poughkeepsie Post Office, I 
~rould consi der 1t a favor. 

Sure. Ti:4t 1s for ten o'clock tornorrotf. 

And oostponed until -

11:00 o'clock 11ednesday. 

But 1n thinking t he matter over, I would consider 
it a favor 1f you handle 1t and keep 1t away 
from me. 
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I shall be glad to. 

Tbanlt you very much. The last paragraph ot 

Aranha 1 s note to me where he mentioned 50 million 

dollars , I suggest leaving thet whole paragraph 

ott, and Welles concurred. 

I brought that quest ion up because t he Export-Import 

bank vas very careful to leave out the amount ot 

50 million dollars in t heir letter in regard to 
further f inancing. And, incidentally, yesterday, 

the Star carried an article - editorial -they 

juot marked down what t he transactions were -

That would alter our answer somewhat . I think it 
will slightly alter our reply. 

Welles got this at 11:30 yesterday, so the reoord 

will be clear. The other thing I would talk to 
Johnson about, is to send somebody up to New York 

again. There has been nobody there to find out , 

what proportion of t he trade is on a barter basis. 

I t i s a pretty long job. 

\·/ell , I would do it -

It you want we can get some additional clerks and 

get it done in a week instead ot three. 

I want i t done in a week. 

Because they have to go t hrough over two t housand -

I can't understand, gentlemen, why we sit here with 

7S thousand employees, and i t I press t he button . 

and say "what proportion of the German trade is on 

a barter basie• it hasn't been done since last 

August . I can' t understand t hat. 

Oh, it is a lot ot extra work. There are hundreds 

ot thousands ot returns they have to examine. 
They have to examine each return. They wouldn ' t 
do it i n their routine work, which means we have 

got to do a special job. The last time we had 

to do it we had to send three men up th~re t or 

a month almos t. 

Regraded Unclassified



H. !~ .Jr: 

Gibbons: 

H. l•!.Jr: 

White: 

H. M.Jr: 

ll'h1te : 

H. !LJr: 

~·lh1 te: 

H. l:.Jr: 

Gi b:>One : 

H. M.Jr: 

Hanes : 

'ofhl te: 

- 7 -
21 

I still say it seems to me that some Department in 
ltashington, if not the Treasury, some Department 
in Washington for the benefit of business men and 
the Government ought to be able to tell that 
handily; "What proportion of the trade with Germany 
ie on a cotton, oil, pipe basis•. I can' t under­
stand vey that isn't current. 

Those statistics under t he law, are supposed to be 
compiled by the Department of Commerce, and they are 
about six months behind. 

Do they .break i t down on a barter basis? 

No. 

Does t he State Depart~ent do that? 

No , we d i d that ourselves. 

I s till don't see why some place there isn 't a 
central nerve center t hat thinks along t hose lines. 
Not only Germany but any other country. How do 
'~e kno~< some country in South America or some 
other part of t he trorld, haen ' t suddenly developed 
that techniqu e. 

It i s t he Department of Conmerce bueineso. 

We eat he~e for t wo years and let t he Germans do 
it before it was brought to my attention. 

There is a lot of stuff broken dolm that Coii!Clerce 
doesn 't do. 

Will somebody be thinking about it? I wonder if 
t here can 1 t be a place eet up which will permit 
somebody to look after that i nterest - somebody to 
look after >rhat proportion of' American commerce 
goes in American bottoms. For instanc e, are tre 
get ting it or are t hey cut ting rates and all t hat 
stuff' . Now, I don't know. Doee the Harit1me 
Comniesion do that , do you think? 

I don ' t know; I suppose they do. 

Customs does some - not completely. I take it you 
are not i nterested in having the Treasury do it. 
There is an interdepartmental committee t hat has 
Just been formed for t he purpose of' re-examining 
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all statistics with relation to trade. The 
Treasury has a representative on it now, and it 
can be brought before that committee unless you 
have in mind the Treasury doing it. 

The President of t h e U. S. Shipping Linse made a 
speech about a month ago up in Ne11 York, in whioh 
be spoke of those proportions. He bad figures 
at that time because he said another percentage 
(inaudible). Apparently he has the figures 
because he came out With the figures. 

Aranha has a group of figures which are very 
inter esting , wh ere he shows we bu,X millions of 
dollars of goode from Japan and which practically 
equals t he same kind of goods that Japan buys 
from Brazil. In other words, we could 'bq them 
directly from Brazil but we buy them froc Jaoan, 
and Japan gets the raw materials from Brazil 
to manufacture t heir goods t hat they sell to us. 

\fuy isn't it a matter that should come before the 
Central Statistical Board? 

Not in lieu of t his committee -

\•/ell, anyway, I wish somebody would think about it. 
You see what I am getting at? 

Yes. 

It is ridiculous. 

Cornrnerce should do it but they haven't any money. 

Oh, nuts. This thing involves - we are spending 
9 billion dol lars yet we haven 't got enough money 
to let the American business man - i mporter know 
where we stand. 

That ltould be t heir answer. 

Anyway, I hope somebody in the Treasury does 
something about it. 

There are some things here which I culled from 
recent material. (Handing documents to the 
Secretary). 
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I am going to count on Herbert getting this stuff. 
Let 1t all clear through him before I go to the 
\'/hi te House. 

Right. 

Ed? 

iie have the testimony before t he House Committee 
which we will corr ect and ge t back today. 

Tha~ goes back to Herbert Gaston. 

That is right . lfe haven't given it to Herbert yet. 
We will give it t o him thi s morni ng . 

I have an invi t ation to s peak at t he Yale law 
school on "Career Service tor La•~ers in the 
Government• on t he 23rd of ~larch. 

Is t here such a thing? 

I don't kno~1. That is up to Hack's committee. 

I had invitations to make speeches on t hat subject 
during l·!arch , but I refused. 

~That do you think he should do? 

I s ee no objection to Ed doing it. I refused to, 
merely on account ot t he committee. 

It is entirely un t o you . 

All right. 

Anything else? 

No. 

Which all reminds me I have an invitation, which I 
nearly forgot, to Bryn Mawr graduate school for s 
speech. Is that all right? 

Why not. Don't tel.l me. I don 't want you to say, 
•Remember, Mr. Morgenthau, we told you ve vere going 
up there•, but thAt ie all right, You tellove go 
ahead if you t~el l i ke 1t, by all means, make the 
talks. 
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24 
- 10 -

I have nothing other than t his Boston transcript 
matter. I sent it to Ed, It came i n to me last 
Thursday. 

Anything else? 

Nothing else. I am glad you finally moved on t he 
Johnson matter. Mack and I had a memorandum -

l'iell, you fellows -

He knows about t hat, Mr. Secretary. 

You fellows make me laugh; I gave a direct order 
on this thing to do it. 

The last I heard or it Mack said you wanted to talk 
to me. 

I t alked to you about three weeks ago. 

And I have been waiting. 

I would not think of reminding you of the times 
I have tried to talk to you about i t . You sai d 
"Put i t off". 

I did? Did you talk to me about Johnson in the 
last three weeks. 

I have tried to raise the quest ion. I have a whole 
basket full or things. 

Oh, but you did not say•Johnson vas in the basket•. 
Come on now, Mack. 

Ylell , Johnson was in the basket . 

Well , I have been waiting, as I eay. I have got 
this memorandum. 

I wai ted f or you fellows eo long t hat I s ent for 
Johnson yesterday and I told him about it and 
called up Mack and said to t ell Steve Gibbons 
about it and 1t it ia all r i ght with him to go 
ahead. I saw Johnson yesterday. I was impatient 
waiti ng. 

Well , I am glad i t is done, but I did not want to 
bri ng it up here any morning because I had this 
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memorandum. 

Well, 1t McReynolds hae brought 1t to my attention 
in the last month I will give hie baby a five 
dollar gold piece. 

It is all r ight to talk to h im about it, 
Mr. Secretary? He knows about it. 

It vae done yest erday. 

He has been waiting to hear the word; he asked me 
a couple of times i f we discussed i t. 

There is a lot of alib1ing going on around here 
this morning. 

ll'ell, as long as i t is done now I am willing to 
take all the blame tor the delay • 

.All right. 

Even though you do not deserve it. 

I would not say that even. 

George? 

I haven't anything. {handi ng documents to the 
Secretary) I will have the other sta t ement about 
t welve- thirty. 

I have two reports on the Barkley bill. 

\tell , I don 1 t know a thing about t he Barkley bill 
and it i s ent irely in ~~ . Hanes' hands . It he 
wants to talk to me about it he can take it out 
ot hie basket, but the next move ie up to Hanes. 
I s t hat all right with you? 

Yes, I want to talk t o you. I think we ought to 
have a meeting some time and ve ought to hear about 
it. 

Well , you and I are meeting at twelve-thirty. 

There vas a hornet's nest about all over the weekend. 

It at any time after ten-thirty - I don't want to 
postpone the tax discussion. 

6 
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H. l4.Jr: 

Hanes: 

H.:I. .Jr: 

Duffield: 

H. :.t. Jr: 

Duff ield: 

H. !I..Jr: 

Bell: 

Duffield: 

Bell: 

Foley: 

Duffield: 

H. M.Jr: 

Foley: 

H. M.Jr: 
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I t hink it can wait until this afternoon. 

If you want an appointment - I really want to do 
this this morning. 
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All right, this afternoon or tomorrolf morning will 
b e all right with me. 

Incidentally, Woodring told me a couple or t i mes 
that we could sell a lot or Panama railroad 
eecurities to the public. 

, About two million dollars . 

·Could you give me a m~orandum on that, sending a 
copy to Bell, and along in that connection, Dan, 

·will you look qver the ?icture - Panama, T.V.A. -
how many of these things there a.re that we have 
authority to sell in case we were pushed t o raise 
money. 

You have authority under existing law -

I mean t her e is two million there and T.V.A. 
unlimited authority. 

Nothing on Panama. 

I wasn't talking about legal authority. 

It i s possible i f you got t he authority -

\(ell, you will have to have legal authority. 

Yes. 

What can I do legally is what I mean. 

Under each one of these special acts that are 
outside or the ~5 million. 

Yes, and what are t he possibilities. 

\te will do t he legal side and Dan will have to do 
the other side because they have the figures on 
what is outstanding. 

lfuat authority have I - I know I have the one billion 
I can spend; I have 3 billion currency and how 
many other t hings? 
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One billion four of silver certificat es. 

I mean how many other things are there? 

Those are t he things t hat are going to bri.ng about 

the i ncrease i n the borrowing margin, if you want 

to put the pressure on them. 

I know that. 

Just wait l ong enough. 

There have been bills introduced to authori~e 

new proJects such a s a canal through Nicaragua 
and Mexico and so forth. The Treasury report on 

t hose things has called attention to the 
President's budget message regarding proJects or 
t hat character and the financ ing of t hem. I 

raise the question at this time as t o Whether t he 

Treasury should report t hat way. 

I Just can ' t take it no>~. 

I will ask Eddie t o bring it up. 

This thi ng I am asking about - t he authority. 

Could I have it by l·lednesday morning? 

Yes ; our part . 

Ever ybody 's part? 

Yes . 

Gi ve you t\·to days. Anything Herbert? 

No . 

No . 

llothing else. 

(Meetin~ concluded ) 
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Bill Douglas called me at 10: ro aDd said that 
1f we were going to make an adverse report on the eo­
onlled Barltle7 Bill that he, Douglas, wanted f1 ve 
m1nutee fro~ to hear h1e e1de of the etory beoauee 
1t 1e eometl"ilng wh1oh h ae been Tery oloae to hla heart 
for three 7eare. 

28 
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March 6, 1939 

Lunched with the President. 

Gave hlm a group of papers on the question 
of German dumping, including a copy or my letter to 
Treadway. 

I explained t o the President how this German 
dumping worked and, much to my surprise, he did not 
seem to understand about it. I said that the Ameri­
can i mporter would sell 100 bales or cotton to Germany 
at 25~ above the world price and would then uee the 
Gennan marks reoei ved from t h i s sale to buy merchan­
dise and bring it into the Amerioan market at lese 
than our domestic prices. The President said that 
he would now ask the Attorney General to give us an 
opini on . 

The President said that Eleanor Roosevelt 
t alked to him last night. (I gather that s he went 
to work on him and he evidently suspected my fine 
Italian hand, because he proceeded to give me a lec­
ture. ) He said that in 1936 and 1937 business fell 
off sharply due to curtailment of expenditure; that 
the Administration -- looking squarely at me - - agreed 
last Fall that we would increase expenditures and i n 
that way bring about recovery. 

I t hen got him on the tax program and told 
hlm t hat Hanes and I were anxious to see hi m. I 
gave him my little talk about wanting to make 1940 
a prosperous year on account of t he effect i t would 
have all over t he world and what we were p roposing 
to do was to reduce certain taxes by $200 ,000,000, 
but increase them by like amount through the corpo~ 
ate tax. The President seemed pleased that our 
suggestions did not include losing any revenue. He 
gave me a ~ong lecture that business thought t hey 
had us on t he run and if they got adJustments in the 
taxes they would want adJus tments in other fields. 

I told him that I was confining myself solely 
to Treasury matters . I told h im that I t hought busi­
ness condit ions were such that we could, within a 
month, have a boom. He said , •well, if you have a 

29 
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boom now, will it last through until 19407 1 I said, 
'I can't answer that , but I know it is t here for the 
asking and the doing, and if you try to postpone it 
until next Fall it may not be there and I would make 
the most ot t his opportunity. • I said , "Look what 
Paul Reynaud hae done in France in three months . I 
thought they were over the precipice, but he has got 
things going i n a remarkabl e way . • 

I must have asked him at least three time s to 
see Hanes and myself and I finally got an appointment 
for Wednesday morning. He was ready t o see me Tues­
day morning, but I said I had to testity. 

I then oame back to ~ suggestion about every 
Tuesday afternoon having a meeting on recovery. Said 
he could not do it this Tuesday ; he was going to do 
labor. He would do it Wednesday. I suggested he 
do cotton. Told him that Wallace and I had gotten 
together on the cotton export subsidy plan. "Fine. • 

20 

He sa.id "But let's just a few of ue get to­
gether at two ol clock Wednesday and, " he said, 1 who 
can we have besides Wallace and yourself?" and I said , 
•we want Hull. " 1 Well," he sai d, with a sort of 
peculiar look in hie eye, "I think he will be too sick 
to come. I think we will have somebody else. 1 He 
said, "Who else?" I said Hopkins. He said, 1 That 1 e 
a good idea. • 

He aaked me about this Power program that we 
worked up to refinance these various power projects. 
I told him that t he agencies objected to the Federal 
Power Commissi on going over their books, but they were 
perfectly willing to have the Treasury do it. He then 
gave me a ten minute story on how the Army engineers 
did not consult the Power Commission or TVA on a certain 
project that went through TVA territory. 

I said, "Nr. President I have a sign on my desk 
'Does it contribute to recovery'. I would like t o give 
you one , " I said, "The way I feel, for the next f ew 
weeks there is so muoh to do to get recovery on the way 
that I don ' t want to fool around with these Power projeota 
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tor t he time being. • He said yes. 

I told him that Harrison and Doughton would 
like to see h1m with Hanes and myself. I subsequently 
remembered it was my suggestion, but I d1d not take the 
trouble to correct it . 

I was with the President a full hour and a halt . 
He drew a plan tor me or the battle the two fleet s had 
during the maneouvers . I r ound hilu very attentive and 

31 

in a very friendly mood. I think at the beginn~ng he 
thought I was going to be very aggressive, but by assurlng 
h1m that I wished to confine myself strictly t o the Treas­
ury doing its bit tor recovery reassured h1m. or course 
how he will react on Wednesd.ay to our program is anot her 
matter. 

In the course or the conversation I said, •ur. 
President, you may be surprised. I am going to tell 
you I want to see a boom in the stock market.• He said, 
"That' s all right .• "Because rising prices in stocks 
does influence the executives or business and we have 
Just got to get a boom , • and to my surprise he agreed. 

To summarize: what ~id I accomplish? I got 
over that Hanes and I were ready to talk about taxes. 
That we wanted to get the tax hearings started next week. 
That I wanted h1m to take the leadership. (2) I got 
over to him that I wanted h1m, once a week, to consider 
one subject and keep reconsidering that subject each 
week until it was solved. On the program , Wednesday we 
start on cotton. (3) I furthermore got over to him 
that I was going to concent rate only on those matters 
which, in my opinion, would be helpful to recovery. 
That I would not bother with anything else . He agreed 
to that . 

I told him that I was goi ng Friday afternoon to 
Chicago to see about Henry going there tor a year and 
he said "That ' s a fine organization out there . • 
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H . ~1 . J r: 

RE: STABILIZATION AND DEVALUATION 
POWERS 

March 6, 1939 • 
.3 : 20 p.m. 

(A conver sation with Mr . Kannee on the 
\'lbl te House phone) 
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If you ' d Hrite a memo - the Presi dent s a i d he'd 
like t o s ee Senator Wagner in regard to this 
extens i on of the Stabilizati on Fund , and the -
under line lt - right of the Pr esident t o continue 
t o d e v&lue the dollar. And he said - I spoke t o 
him - he sai d he' d l ike to see Wagner right away 
t o t alk t o him about it . Righto. Well, 
no , I t hink tomorrow... Well, I think that 1f 
you mention lt to him - I think you ' ll find that 
he will want to see Wagner, because this l egislation 
affects him personally . Thank you ao much. 
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JOR MLEASE, llORNING NE'IISP APEBS , 
¥ond0l • llarch 6, 1939. 

Waohington 

Pr eas Service 
No. 16-62 
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Secretaey of the 1'reaoury llorgenthau tod~ announced the llarch 15 tin.aDo­

ing, ott'ertng, throuah the J'edera1 Reserve be.'llca , to the holdero of 1!>-l/8 J)et'-

cent Treasury Notes of Seri ea J.-1939, =turing June 15, 1939, the privile&o of 

exchonging such notes either for 1-1/8 percent Treasury Notes of Serioa B-1943, 

'C-1/2 poi·cont Treasury Bonds of 1950-52, or l!>-3i4 percent Treasury Bonde of 

196.)-6:i. Thd watw-ill& notua will -.,., r~Cbiv .. d at par and accrued intercat, and 

in oxchan&c therefor 1-1/8 ~orcont Treasury Notea of Series B-1943 will bo iaauad 

at 101 and accruoo intorcat: 1!>-1/2 per cent Tr oaaury Bonds of 1950-52 will bo 

iaauod at 10 1!>-1/2: and tho 3-3/4 percent Treasury Bonde of 1960-65 will bo iaaucd 

at 10~3/8 and accrued interest . All intor oa t adjustments will bo made aa of 

llnrch 15, 1939. Cash subscriptions will not bo received . 

Troaaury Notes of Sorioa &-1939, maturing Juno 15, 1939, arc now outstanding 

in t ho MlOunt of $1,293,714,2()1). The prcocnt offering will be tho only opportunit;:. 

afforded the holdoro of thoao maturing notoa to oxchango them for other intoroat­

boaring obligations of t ho United States. 

Tho 1- l/8 por cont Tronaury Note s of Sorioa B-1943 , now offered in oxchnnge , 

will bo an addition to ~md will form a par t of tho aorioa 1 ssuod pursuant to De­

partment Circul.cr No . 600 , dated Doeombor 5, 1938. Thoy nrc identical in oll ro-

opocta with such notee , with which they will bo treoly intor changoablo . ~ not ea 

aro dated Dococber 15, 1938, and bear intor oet from t hat date . They will IDaturo 

Docombor 15, 1943, and will not be subject to cell for redemption boforo maturit7. 

Tho 3-1/2 por cont Troosury Bonds of 1950-52 now offer ed in oxchango will be 

an addition to and will torm a part of tho oerioa iaauod pursuant to Deportment 

Circular No. 593, da t od Sopte~r 8 , 1938. The bonda aro dated Soptombor 15, 1938, 
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and except th'lt t hose now ieauod on oxchan6o will boor inter est from llarch 15, 

1939, they o.ro idontico.l in nll r oepocts with t ho bonds previou sly iuuod, with 

which thl:y <;ill be freely int orchlu1gonb1o . Tho:r •ill =ture Sootocbor lS , 1952, 

but ~be r cdoc:JCd nt t l>o option of the United Stntos on and cl't or Sopt onbor 15, 

1950. 

Tho J-3/ 4 percent 'h·onsur:~ Bonds of 1960-65 no·.T offer ed in oxchrllgO l'il1 bo 

nn nddition t o nnd will fom o. pnrt of tho sot•ioo i&suod :,>Ureunnt to Dop.'\rtcont 

Ci r culc.r No . 598, ®ted Dooctlbvr 5 , 1938, Thoy nrc 1dont1cnl in nl1 r oepoota 

'"itil cucl~ i)v,IIJ.S wi tu wu:lCit tu'-{V u:~.ll b"" frovly 1uturcutu.'4Suublo. Tuu bvnda ore 

d·.t od Dccc-Jbcr l:>, 1938, :uv• oenr inter , st fre e th.~t d ~to. They "ill ceturo 

D~eo:Jbor 15, 1963, but :J: y bo 1'0<\oo::od :-.t tho (l!)tic:l o f t ho U:titc<l St~.toe on 

r.nt nf t o:r Dcoc- bcr 1:>, 1960 . 

Subscri)>tions 1':111 b~ rccoivv~. a t t ho Fodor lll. Re serve bonk& nnd brMchoe ond 

nt tho T1·cesu:r;" D'>~>' ~t.-ont , ll·.sh.i:~ton , r:td should be ncccc:paniod by o. like foco 

at~•unt of T::-cn<rJr;· N.tco or s~ri<l S .A- 1939, r:oo.t:l.ring Juno 15, 1939 , "it" finDJ. 

c•upon e.uo Ju:1o 15, 1939 :>ttached , n.'ld by cneh n:>.yccnt o f tho net aoount necessary 

t? r.C:just yrc.:JWJ r.nf. e.ccruod intor •>st (r.bout $7. 53 for each $1,000 ! c.co onount 

of 1-1/8 porco:>t TroasUl·y Nctos o f Sor h' s B-1!l43, nbcut $19. 75 for oc.ch $1,000 

fr.co rn<)u:•t of 2-1/2 porco!l t Tro~sur:r !Iondo of 1050-52, ""'~ -,bout $25. 30 for onch 

$1 ,000 f~.co ru:.~unt o f 2-'J/4 percent Tron!!'JTY llc'\do of 1950- 55) . Tho ri(lht 1a r<>­

oorvod to clo.., t !:o bool:a no to any o r :\l1 eubecr1pt1ons nt "'l/1 ti:>e \rlthout 

n?tico , e~ subjact to tho r caorvctions sot fcrt~ ir. t he offici .,l cireuL~• oll 

subscriptions nill b o allotted 1n full . 

T: .o tor:..s o f tl'.o bc:1~0 nrxl notes to be i ssued on exch.n.ngo , Md <lct C>1l8 of 

tho rA.justnant po,n.onts n r c sot for th in f'ull in t ho o fficinl circulnrs inuod 

t cdoy, Tho texts of t ho offici<'l circulr.rs follow; 
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Ul!Il'3ll STA'I':::S OF AMERICA 

l-l/8 P!lRCD!IT 'l'llEASURY l()'l'ES OF 5:::1\IES B-1943 

Dated and bearing intoroat from December 15 , 1938 Due December 15, 1943 

Intoroat payable June 15 and Daeecber 15 

1939 
Departcont Circular No. 60~ 

Public Debt Service 

J.DD I 'I' I 0 li.U. I SSUl: 

TR::ASURY D.E!',\RTMZNT, 
Office of the Sec>·otnry , 

Washington , March 6, 1939. 

1. orr~'tll!G or Nons 

1. '!'he Secretary of tho 'l'rensury, pursuant to tho auttor1ty of the Second 

Li borty :Bond Act, apnr ovcd Sc,>tC!:'lbcr 24 , 1917, a a pmondcd , in vi tea suoacr lptiona , 

at 1~1 end accrued intercat from Dcco~bor 15, 1938 , from the people of tho United 

States for l -1/8 perce nt notes of tho Uni t ed Ste.toe , dce1gnated Tronsury Notos of 

Sor!os B-1943 , in ]'la,vmont or tho f nco e.mcunt of which only Troe.Silry Notes of Series 

A-1939, ""'turing Juno 15, 1939 , ..,,v '!lo t cndor od. Tho amount of tho offering under 

tbi a clrcul..r will ba llmi t od totho ocour.t of Tronsury Notes of Serle a .A.-1939 ton-

der od and accepted . 

ll . DESCRIPTION Ol' NOTES 

1 . Tho notes now offorod w1ll bo en nddl tlon to and will form a )XIrt of the 

aorloa of l-1/8 por cont Tror.auey Notes of Sorioa B-1943 isSilod purs\ll'l'lt to Department 

Ci rculr.l' t;o . SQO , datod Docou.bor 5, 1938, will b~ frooly intcrchan&cc.blo ther ewith , 

or o idcnti~~ 1n all r espects therewith, and are doaeribed in tho fo11oR1n« quota­

tion frolll Dopnrtc~nt CirC\11111' llo. 600 : 

•1. 'l'ho not oa will bo dated December 15, 1938, nnd will bonr 1 ntor­
oat from that de.tc n t tho rnto of 1-1/8 poroont par annum, p~ab1o aomi­
MnUtllly on J uno 15 end Doco.,ber 15 in each yonr until t h o prlnclpnl 
r.mount becomes pn,vnblo . Thoy will !:11\turo Dooombor 15, 1943, e nd will n~t 

be Sllbjoet to ce.l1 for rodcamtion p r ior to 10nturity. 

•a. The notoa ahc.l1 b o exc111>t, both na to principal nnd intoroat, 
from all tnzat1on (oxcopt eoteto or inhoritanco taxes, or gift taxoa) 
now or heroetter illlpoaod by tho United Stetea, nD¥ Stcte, or eny of tho 
pocseaaions of the United Stntoa, or by any locol taxinr; authority. 
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"). The not<;s wi 11 be accepted at pnr during such time ~:nd undor 
such rules and rogulnti0~-11 as shall be pr~scri.bed or approved by t ho 
Socr~tary of t he 1'rcnaury in pcymont of income nnd profits ti\Xes payo­
bl~ at the meturity of tho notes. 

"1. . Tho notes lo:ill bo accc;>tablc to secure deposits of public 
moneys, but 'ldll not bear the circulation pri vilege. 

"5. Beucr notes with interest coupons ntt~.chcd will be i!'sucd 
in dcnouin,tiors of $100, $500, !U,OOO, $5,000, tuo,ooo &nd A.J.oo,ooo. 
The notos will not bo issued in r<:gistered form . " 

III . SUBSCRIPTION /.NO ALLOTIJENT 

36 

1. ~ubscrintions vlill be received nt tho Fcdornl Reserve bonks lll\d brnncbes 

. . 
a.'ld r.t tho Treasury lX'putmont, ••~.shington . l!nnH.nc institutions gencr~ly may sub-

odt subscriptions f or <>ecount of CU3tomcrs, but only tho FMcru Reserve banks and 

the Tr~esury Dc~tr-cnt nrc nutboriz~d to net as orfi ci al agencies . Tho Socrctnry 

of tho Trensury ~cscrv• s the r 'cht to close the books rs to nny or all subscriptions 

or closscs of subscriptions nt. any ti.me 11i.thout notice. 

2. 1~c Secr· tary of t hL l rcasury reD~rvcs th~ right to reject any subscrip­

tion , in whole or in part, to ~-Uo~ l ess than tho nnount of notos applied for, to 

mr~c allotments in fUll upo~ •pplic~tio~s for ~lor ~ount~ ~ to mako r edUced 

nllotr.cnt s upon, or to rej r e t , cpplications for l r rgtr rmounts, or to r.dopt any or 

all <)f sud mctho<is or such otlt" r ,..,_ t hocls of r.llot1110nt end clc.ssification of nllot.-

menta ~s shell be deemed by hl~ to be in the public i nterest; nnd his notion in ~ny 

or oll of these r csncct3 shr~l be final . Subject to these r cscrvot1ons, r~ subsc~ 

t i ons mll be allot t<.d in full . Allotment notices will be sent out procrpt.ly upon 

allotr:c:>t. 

IV. p;.n!ENT 

1 . Payment at. lt'l .•nd o.ccrucd i.nt<or cst for notes allotted hertundcr mu~t be 

mndo or com,lotcd on or boforo lwrch 15, 19391 or on lntcr all otment. Pnymont of 

the f~eo rJl'.ount m.•y be nr.de only in Trcnsury llotcs of Series t.-1939, J:IJ'.turing June 

15, 1939, uhle]l rlll be rcecptcd rt 1>"1'• 1. prc.clum of r,J.o.oo per ';1, 000 and 
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r.ccrucd i n t.orost fro:n !Jcccr.bcr 15, 19)8 to ~rch 151 19)9 ( ~2 , ?8159 per fJ. ,OOO) 

on tho not <'S to be issued, >d ll bo clmrg"d, tll'ld eccurcd inw r ost froc !lllcor.~bor 

15, 1?38 eo 11~rch 15, l ')J9 ( ~5 , :<5412 por :',1 , 000) on t ho notes surrendered will 

bo credi t ed, and t!1c diffcr onco ( 1'/1. 52?4'/ JXir :~1, 000) vrill bo due !rom sul>­

scribnrs , Tl·C'r.sury Notes or S.:r ics t--19)9, vtit h coupcin dr.t~d June 15, 1939, 

ctt~chcd, ~nd the nppropri~tc ccsh ~ont, shoul d ncco~p~~ subscripti~ns , 

37 

1, ,,a !iscnl egcrrt.s or the United SU:•..<..a , Fcdot'al !!cs :.m rc b2.nks nrc o.uthor-

iz.:d :md rcqu~st.cd to r .:ccivc subscr ipt1on3 1 to r.lcl<c nllot:Jcnts on tho b~.sia end 

up to t ho ::mounts in<:'ic..."t~d by t h::: Socrctn')' or the Trc;,sury to the Fcdcr nl Rc-

•crvc brnkc of tr~ r~~pcctivc di ctricto , to issue n11otn~~t not ices , to r ecei ve 

pr.,ymcnt ! or not~o allotted, tn :.1rkc <:loli\'c.ry of n?tcs en full- pr.i'l subs criptions 

rllott<.d, rnd tlt<..Y r:lt~· i s su.: intc:r io l't coj ;>tc pcndinR doliv,.ry of the defini t i ve 

notA. s . 

2. 'l'rc ~ ::e ·-t~·y of th'" •rn;~:;ury n::v ~.t r.n..v t i."":C, or froo t itill to tino , pre-

scribe su;-p11lr.>.:ntcl. or n-..cn'l<:tory ru1~s rnd r : j;ll1.• t1or.s gover ning t he offer i ng, 

r.hich llill be COM'iunic~t-d ;n·oro;ptly to tl1.. Fcdercl. Rcscl"V\. ~'lks , 

la..NRY I!ORGENTliAU, JR , 1 

Secretary of tho Tr~r.sury , 
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UNlTED ST: .TES or .ua:RIC.l 38 

3-1/2 PERC3!1T TR!''.SURY I!OIIDS OJ' 1950-52 

Dated Sept Otlbor 15, 1938, with i nt er eat froa W~rch 15, 1939 Du.o Sopte:::ber 15 , 1952 

UDl!31!Al!LE AT T!!E OPTIOII OF THE UliiTED STATIS AT PAR AND ACCRUED Ilf.t'EREST ON loHD 
.A.Fl'ER oEP'l'EN!lbR 15, 1950 

Interest p,eytlblo Warch 15 and Septe1:1bor 15 

1939 
Do;>o'U't~:cnt Olrculnr No. 604 

Public Dobt Service 

ADD ITIONAL ISSUE 

TREASURY DEPARTI.GNl', 
Office of the Sccr otnry , 

Washington, llarch 6, 1939. 

I . OFFERIIIG OF I!O!iDS 

1 . Tho Socr otGl'l' of the TroP.aury , pureuont to tho author ity of tho Second 

Liberty Bond Act, cppr~ved Sopt cober 24 , 1 ·.7, ns ooondod , invit ee subacript1ona, 

at 103-1/2, fro1:1 tho people o f tho Unltod Stot~a for 2-l/2 percent bonds o f the 

United St11too, des1gMted Troe.sury Bonds of 195~52 , In pr.yr:>ent of the fo.co a:~ount 

of which only TrenourJ Notes of Sorioo A-1939 , r.aturlng June 15, 1939, D6:f be ten-

dered. Tho 6Clount of the offering under this circular will be lioited to tho noount 

of Trenoury Notea of Series A-1939 t~~~orcd nnd nccepted. 

II . DESC:IPTION OP I!OiiDS 

1 . The bent! a now offer ed will bo an nddi tion t o nnd will fom a pert of the 

series of 3-1/2 pe rcent Trea sury Bonds of 1950-52 iseued pur = t to Dc:>nrtoent Cir­

cular llo , 593, dated Soptcu bcr 8, 1938, n111 bo freely intorchllngcr.ble therewith , 

aro identicol in all r oepocts the r ewit h (except t hr.t intor os t on t ho bonds iaaued 

under this ci r culer will nccrue fror. l!nrch 15 , 1939) , nnd IU'D doscribod in the fol­

lowing quotntion froc Depnrtocnt Circular No . 593: 

•1. Tho bone! a will be dated Sept onbor 15, 1938 , Rnd will bcu int er­
eat froc thnt C:nto nt the rnto of 3-l/2 percent no r nnnuo , peye.blo eeci­
nnnUII.ll)' on ltnrch 15 end Septer.bor 15 \n ereh yer.r until tho pr1ncipcl 
a:lOunt bocooeo peyr.blo. Thol' will ...cturo Septcr-)lor 15, 1952, but DD¥ be 
r odooaed nt the option of t he Uni ted Stntoo on and nfter Seot oober 15, 
1950, in wbolo o r in part , a t par and accrued intor eat , on M:f inter est 
dey or drys, on 4 oonths 1 notico of rodo::ption civon i .n euch aennor ne 
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tho Secretory of the Troaeury shall p r oscribe. In ce.se of pe.rtiol rodcop­
t ion the bones t o bo rodoeced will be dotorcined by such cethod ne cay bo 
prencribod by the Secretory of the Tr annury. Free the de.te of r odo:;:ption 
doai(p!Atod in orr:r such notice , interest on t ho bonds called for roder.1pt1on 
aholl cocse. 

"2, The bonds aWl be on::pt , ootb ne to principal t'Jld intoroet , 
frotl oll taxation now or hereafter i::IPO&ed by the United Stetoe, orr:t 
State, or any of tho poaaeasions of the United States, or by nay loccl 
te~ng e.utbority, except (a) estate or inheritance tnxes , or gift tnxoe , 
e.nc (b) graduated nddi Uonal inco:>e t r.xea , coar:only known as sartnxoa, 
end oxces,...prof1ts nnd "IU'-profits t .-•ea, now or l'.er eafter icposcd by 
tho United States , upon tho incoce or profits of individuals , pextnor­
ohlps , a .ssocie.tions , or corporations. Tho intoroet on eJl acoUJ>t of 
bont:n nuthor ized by the Second Ll barty Bond Act, approved Sopte:Jb~r 24, 
1917 , as n1.1ondecl , tud principal of wuicu U.uttiJ uvt exceed. iu th~ t\t;6l.~e­
gnto $5,000 , o•1ned by nny individual , pnrtnorship , nsaoci ... tion, or 
COl'J'Oration , shnll be oxecpt froc thJ taxes provi~ ed for in clnueo (b) 
ebovo. 

113. 'l'ilo bo:>da wi ll be accc,;~tnble t o eocuro deposits of !)Ublic 
coneys, but nill not bou tho ci rculation privilege and will :>ot be 
ontitle<l. to M,V p r ivilege of cor.versicn. 

"4, Beare r bonds with Inter est cc·~pons nttt~ched , nnd bends regis­
tered as to principol Md interes~ . will be isouod in denoninntione of 
$50, $100, $500 , $1,000 , $5,00~ . $10 ,000 end $100 ,000. Provision will 
bo t~de for the intorcr.nnge of bonds of different dononinetions nnd of 
coupon end r egistered bonds , rnd for ~be trnnsfor of registered bonds , 
~~dcr rules PJld r cgulntions p r oscr ibed by the Socretcry of tho Trco.eury. 

•s. The bonds will be subject to the gonorol regulatlc:>s of tho 
Treasury De~tcent , now o r hereefter proscr ibed , governing United 
Stntes bonds , n 

III. SUBSCRIPTION Al<'D .o\LLOTMEN'l' 

1 . Subscrir>tions will bo r eceived at tho Federal Reserve bnnka nnd bronches an< 

et tho Treasury Depnrtoent, Washington. ~"nking institutions generally nay suboi t 

subscrip tions for acco~~t of cuatoncrs, but only the Pederc~ Reserve b~~s nnd the 

Trooeury lloprrtoent are nutl:orized to :>ct ns officil'l ngcncies. Tho Socrot017 o! thr 

Treasury r eserves the right to close tho books as to any or all subecriptione or 

clauoa of subscriptions at an.v tine w1t~.cut no tice. 

2. Tho Secretary of tho Treasury reserves the rig ht to r eject nny subscription, 

in whole or in part , to allot loss than the noount of bonds applied for, to cake 

allotnont e in full upon opplieationa for soellor aoo~~te and to cake reduced 
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t\llotmonta upon, or to r eject , 11!)pl1c rt1ona for lorcer Bt>ount a, or to cdopt 8JJ.'1 or 

all of said cothcda or auch othor oethods of allotment !llld classification of allot-

cents "a ahl'll be doomed by hio to be in t.to public interest: and hie ootion in any 

or oll of these r e!!pOCte a hall be fin.U.. Subject to t he so reaorv~.tiona , tll au~ 

acr lptions will be 3llottod in full. Allotment noticoe will bo sent out procptl:r 

UJ>On ntlotccnt , 

IV • P A Yl.!3ll'l' 

1. Pt>ycont at 1'l2rl/2 for bends cllottod horoundor must be m..'\do or CO::IPloted 

on or bofo.-c Merch 1:>, 193\1 , or on lator .~lot:~ent. P•t;YL1ant uf thu f uco L'.U<)Unt 

cw.y l>o :>r.de only in Tronaw·r Notus of Series A--1939 , crturing Juno 15 , 1939, 

which .:111 be nccoptcd ct pc.r . A prc::Uun of $25.00 p< r $1,000 will l>o chnrced, 

nnd nccruod intorr st fro:~ Doco~ber 15, 1938 to Uorch 15, 1939 ($5. 25412 per $1,000) 

on tho notes surrondorod will bo crcditoc , lind t ho differ ence ($19. 74588 'lOr $1.000) 

will be duo f roc subscr ibor a . Treasury Not es of Sorlos A-1939, wi th co upon dnted 

Juno 15 , 1939 , nttachod , and the npproprinte ct'ah paynent , should nccoqpnny au~ 

scr ipt Ions . 

V, ~::NERAL PROVISIOIIS 

l . As fisccl n~;.,nta of the United Str.t oa , Jcdorc~ Reze rve bcnka o.re nuthor-

l zod rnd r equested to r ocoivo subscr ipt ions , to Mnko ollotoents on tho bnoia ond 

up to tho aocu n ts indic~.tod by tho Secre t:\ry of tllo Tr onsury t o tho Fodorlll Rosorvo 

b~k• of tho r cspoctivo districts , to ie~uo nllotcont notices, tc r ocoivo pnvoent 

for bonds ~~lotted , t o ut\ko dollvor y of bond s on full-paid subscr ipt ion• allotted, 

nnd thoy cn.v issue intor io r oecipts pendi~ dollvory or the definitive bonds, 

2. T'no Scerotnry of t he Treasury nay n t nny tl:::o , or froo tioo to ti:» , p re­

acr l bo auppleotentr.l o r cr..ond!ltory rules and r cgulotlons governing t ho of!orinc, 

which will bo co30Uni c nt od p r ocptly to tho Fedor a! Roaorve banks. 

IIE!IllY llORGE!ITI!Al1 , JR, , 
Soerotory of tho Tr~osuzy, 
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UNITlJJ STATES ')F AIOUCA 

2- J/4 Ll!CWT TIC.&.SURY "laitx: OF 196G-65 

L8te<! and be1.ring interest from December 15, 1938 fue December 15, 1965 

~-n"J'/JL.". AT Tilt 0;>'1'!;)!1 Ji' ·r:~ UNITt.D ST/ TES AT :>J.R .I.ND ACC~.D D T::lt ST 00 AND 
AFr..::P. DEC.:J'D,·.R 15, 196o 

Interest peyable June 15 and December 15 

AilmTT~tAL ISSUE 

19J9 TREASURY DEPI.RTI'ENT, 

41 

De,art.r.:ent Circalar No. 603 

i-l:bi'i'C Debt Service 

Office of the Secretary, 
~;ashiogton, !'arch 6, 19J9 

I . 

1 . The !:cere tory of the Treasury, pursuant to the authori t'J of the Second 

Liberty llor:d l.ct , approved :leptcmber ~4, 1917, as amended, invites subscriptions 

at 102-J/8 And accrued interest from December 15, l9Je, f ron tr.e people of the 

United States for 2-J/4 i)ercent bonds of the UnUed States, designated Treasury 

ilon~s of 1960-65, in p~ytncnt of the fllce amount of Ythich only Treasury Notes of 

fcrics t.-19J9 , maturing June 15, 19)9, may be tendered , The &r.ount of the offer­

ing under th!s circulor V11ll be limited tc the amount of Tr easury Notes of Serie5 

A-19~) tendered and accepted. 

n . ocxr:I."iiOr O!' oorm 
1 . Tho bo:>d5 noT< offered •iill be an additi on to anC. will fom a oart of tho 

se:-i cs of 2-J/4 p; rcent Traasury :lorn!~ of 1960-65 is~uad pm·suant to Deputment Cir ­

cular iJo, 591\, datod T.'ccerr.b· r 5, 1931!, will be f'rcely intercrAngeable thorrwith, nrc 

identical in oll rc s~:>..cts ther owith, and arc described in the followi~ quotation 

f r i)Jtl DupartMnt Circular l'o. 59e: 

"1, The bonds will bo dated IX!caabcl' 15, 1938, and will bear in­
tcn~t fror.\ thllt date 'lt the rate of 2-J/4 percent per annum, pcyable 
sctlinnnually on Jun:: 15 and Iklcaabcr 15 in each year until tim principal 
Mnunt b. cor.~ca pcyal:>lc. 'i'h<.'Y will I!!Lturo l:cca!lbcr 15, 1965, but maJ' be 
r d.~":ld at. tim option of the United Stetes on and ~:l'ter Dcccmlx:r 15, 
196o, i n whol<. or i.11 p.:.rt, at par and ll.CCru<.'<l int<.r<.st, on any inwrcat 
<''>Y or clt:ys , on 4 C~Dnths ' notice of rcd""'ption given in such 1118.11DCr as 
the s,cr•t~ry or the ~asury ahnll pr~scribc. In case of prrtial 
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rcd&r.\;ot1 on the bonds to be redeemed will be detcr:dned by such cethod as 
r.ay be pr"'scribed by the Secretary of the Treasury. From the date or re­
demption desir,n~ted in any such no tice, interest on the bonds called for 
redemption shall cease. 

42 

"2. The bonds sh.'lll be exempt, both as to principal and interest , from 
1111 tn:<ati(n now or herea£ter imposed by t he United States, any Stote, or 
any or the possessions of the United States, or by any local taxing authorit~ 
oxcopt (a) estate or inhqritance taxes , or gift taxes , and (b) graduated 
addi tional income taxes , co:rononly known as surtaxes, and excess-profits and 
war-profits taxes , n01T or hereafter impos<'d by t he United States, upon the 
incone or profits of individuals , partnerships, associations , or corporationa. 
Tho i ntereot on an ar.ount of bonds authorized bv the Second LibC'rty Bond Act, 
approved Se?tcmbcr 24, 1917, as amended , the principal of which does not ex­
ceed in the aggrceate · 5, 000, owned bv any ir.di,·ic:!ual, partnershi!'>, associa­
tio"' , or co170ration, shall be c:ra:>pt fror:l the taxes provided for in clause 
(b) abo\•e . 

"J, !he bonds will be nccaptabl o to secure deposits of public coneys , 
but •dll not bear the circulation pri\~lcgo and will not be entitled to 
any privilege of conversion. 

"4 , !:.:carer bontls with intorcst. coupons attached, and bonds registered 
ns to principal and l.ntor<'st , will l:>c i~cucd in donom:.nations of '50, '100, ·· soo, ' 1, 000, :"5, 000 , ··.10, 000, and 'ilOO, ooo. Provision will bo mat'e for the 
intcrchr.ngc of bond~ of r)ifforont denominations and of coupon and registered 
bonds , and for the transfer of l'rgirtcrcd bonds , under rul es and r egulations 
?rcscrtb.:d by tht Socr_tary of t ho Tn.asury. 

"5. 
'i'r·~asu ry 
bonds . " 

The bonds l'lill he; subject to thr gen~ral rcgul,tions of the 
Da".lrt,;:cnt , new or hcrcaft<. r prn~criM<I, gO\"erning United Stat.ts 

1 , Su~~criptions nill be r~ccivcd at the Federal Pcscrvc ~;,ks and hranchcs 

&n<l at the 'i'J·casury Departo::nt, linshington . 1nnki~ institutirns generally mey su~ 

odt sub!cri?tior.s for account of customers , but only the Federal Ros&rvc banks nnd 

t i'c 1'l"casury Oope.rtn:·:nt m·e authorized to act ns official "gencics . The Socrotnry 

rf the Trensury rvsc;rves the right to closo the books ns to any or all subscriptiom 

or classes of subscriptions at any time without notice , 

2, 'i'h.;; !>~crctt.ry of the Treasury r< serveD the right to r eject any subscriptlal, 

1.'1 ;,!•ole or 1:l p.:rt , to allot lc.ss thlll'l tho a:¥>unt of bonds applltd for, to IIW<e ~ 

lot:1..-n ts in fUll upon ·applicntions for SD&llcr 11r.10unt.s rutd to wake reduced allot­

cc.nts Ul)()n, or to r<.jcct, eppl104tions for ler~;cr ll!:lounts, or to adopt any or all cC 
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said methods or such oth~r mothods of allotment c.nd classification of &llotmont s as 

shall bo dcurr.cd b'J him to be i n t ho public i nterest; ond his <:cti.on in r.ny or all of 

those respects shall bo fine! . ~ubjcct to t hose resorv~tions , all subscriptions will 

be nllottod in full, Allotment notices will be sent out pr omptl y U!'On illotmcnt, 

IV. PAYVEliT 

1, Pa;rm~:nt at 102-3/8 and accrue-d interest for bonds allotted hereunder must be 

compl eted on or before March 15, 1939, or on lnter nll o tmont . l'l\YIOOnt of the 

fnco amount may be made only i n Treasur y Not~s of Ser ies A-1939, mcturing June 15, 

1939, which v:ill be accepted nt p2.r . A premium of ~23 . 75 per ~1,000, and accrued 

intcr-:st from December 15, 1938 to llarch 15, 1939 (~.79945 per ';1 ,000) on tho bonds 

to be issuc.d, llill be ch:u-gcd, :.nd aecru~d interest from llceccber 15, 1938 to lf.arcb 

15, 1939 (')5. 251.12 per :1,000) on th:: not< s surrendered will be credited, ~.nd the 

difference ( ,25. 29533 per !)1, 000) tlill be due from subscr·ibcrs . Treasury Notes of 

Series A-1939 , with c~up<>n dntcd Juno 15, 1939, attnchcd, and t ho approprintc cash 

payment , should accompnny subscriptions. 

V. G:J''.:RAL PI'.O'!ISIOiiS 

1 . As fisccl ::gents of tho Unit~'<! St~tcs , Federal i!cservc bnnks are authorized 

nnd requcst~d to receive ~bscriptions , to mnkc allotocnts on the basis and up to t~ 

amounts inc'ict-tcc by tho !:ccrctary of thr. Tru11sury to the Fcdcrnl Reserve banks of 

tho respective districts , to iasu<1! cllotnent notices , to receive p~.ymcnt for bonds 

allotted, to make delivery of bonds on full-pnid subscriptions allotted, r~d they ~ 

issue int~ricl r...coipts Jlllnci.ing delivery ot tho definitive bonds . 

2 , The Secret.<.ry of t.ho Tronsur.f m::y at. arry tiJ:>e, or from tiee to time, pre­

scribe suppl~ntol or nmondatory rul es and regulations governing tho offer ing, whict 

will bo communicr.tcd pr omptl.;r to th~ Fedc:-ol Reserve bllllks . 

HEI-lRY !.'OP.Gl:liTIIAU, JR. , 
Sccrot<:ry of the Treaaury. 
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TREASURY DEPARTMENT 

INTat O""'CK COMMUNIC.AnON 

DATC JlarOh 6 t 11311 

bcball8• aubaor1p\1on.a reoa1 ... c1 1a \be ... Yorlt beDk 

u tb• oloaa toc1111 totel.cl abo\1\ .. o,ooo,ooo. tu,ooo,ooo •• tor 

long boD4a , il5, 700,000 t or the abort boDda, aDc1 f'OQ ,OOO tor \be 

DOtea . 1D41cat1ona are \bat \ bare wil l be talrlJ -"7 aubaorip-

tiona tor tbe long boDda to.orro• bJ eome or \be buka. 

c~~ange rroa 
11 .. ortertye . Late Trad. Q!!o\ , Seturdy 

2-l/28 or 1950-62 103.30 up • /32114• 

2-3/•• or 1960~5 103,28 ott 5/32nde 

l-1/S. or 12/15/•3 102.6 up 1•/ 32114• 
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R£ PROPOSED TRUST ~~ENTUR£ BILL Uaroh 6, 1939. 
3:00 p . m. 

Present : 

? . :.! . Jr: 

H. cl .Jr : 

Hance : 

H. If. . J r: 

He nes : 

l!. !.:.Jr: 

!!r. Hanes ' 
1!r. Delano' 
l.!r. Upham ' 
!l,r. Foley ' 
l!r . T1etJ ens ' 
~!r. Duffield· 

All riont , ~. Hnnee . 

Well, as you know, we have been asked f or a r eport 
by Senator Wegner, Chairman ~! the Comcittee on 
Bar.king a.'ld ~urrenoy , or. this eo- C'elle:l. Barkley 
Bill . 

llh huh. 

And WP had a meetlng of the banking group , I think 
it wa s on Thursday or Friday of last week, at which 
ttme I s t ated my preferenoeF in t he ma tter . An~ 
ther e is some differrnee of opi nion in your benk 1ng 
group as t o t he advi sabi lity of our taking any 
position, or such pos ition ae I proposed myself, 
Therefore, I sai d to tho. t group t hat ! ~anted thee 
t o have thei r nay i~ c~urt and ~ve the opportunity 
of explaini ng t o you t heir r easons for dieegree1ne 
~ith me, 1f they are ln d 1eaE~eement. I don ' t t h ink 
"e are very f n r a ;>I' rt. I th 1nk :!r. Delano, wboe e 
department 1e ~ 1rectly concerned i n thie - I t hlnk 
not S') :nuch t he Treacury as i t is the Comptroller 
of the Currency - and I are eeeing eye t~ ey~ ali Ke 
in t h i s thing, and we w~uld prefer - 1f we were 
go i ng t o make any r epor t ~t ~11 on t h i s Bill, we 
would pref er a report whi ch I would l i ke t o read. 

Hay I interrupt you? \'till somebody t ake three 
minut es a nd tell me what t he Bill is• 

~lr. Tietjcne, I t hink, i e the b~st qualifi ed one. 

Wi ll you pleeee tell me? 
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TietJens: 

Foley : 

'iA 'IPe ; 

Foley: 

TtetJ ens : 
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I think before I ...... . 

The Bill wa s introduced las t year , !.!r. Secretary, 
and it was r epor ted favorably by t he Benlt1ng and 
Currency Commt ttee. !t didn ' t pees because i t 
di dn 't get on the calendar unt i l t he very end or 
the s essi on , and it died in the last minut e rush, 
never was brought up on the floor. 

Bill Douglas, when he w~s not e Commissioner but 
was on the stAf f over there, conducted an l.nveet­
ment t rust study, an~ the recommendations r esulting 
from tbPt study ere embodied in this Bill. Tbis 
Bi ll affects corporate trustees wher e the i ssue is 
more t han a million dollars . No~ . t he detnils of 
the Bi l~. I thin~ Norman i s bett er able t o develop. 

I t hi nk t here te one correction there, Ed. It was 
not an outgr owth ot the •.nveetment trust study, but 
rat her t he out:rowth o f the cor porate trustee stu1y . 

The cor::-orate trustee study, the one Bill conducted 
~1mself. ~e i£ very int erested. 

The t 1 s r ight. 

This Bill provides tha t the is suer of securities 
wh!ch are to be secured undPr a trust indent ure 
t ile en ap~licetlon with the S.E.C. t o quality t~P t 
trust indenture before any secur~ties are sold under 
it. Sow, most of t bP securities t hat are Affected 
by t h is Bill ar e already subject t o registrPtion by 
t he S.E.C., eo that most of the materi al that is 
required t o be filed i n connection with the trust 
i ndenture itself will already be filed ?r will be 
put on tile af t erwards with the S.E.C. 

It simpl,y r ec;,t1.r ce that thie trust i ndenture be 
tilee with the S.E.C. t or qual i fication. Now, in 
order t o qua lify itself under this Aot, the t rust 
indent ure iE required t o contai n cer t a in proviatons. 
One of t hose provisions is t hat t he trustee shell 
not be exculpated for any neglect or any default on 
his part under t he trust indenture . And the Bill 
also r equires tha t the trustee be qualified, or it 
requires BR e ce tter of f~ct t hat the trustee be a 
corporation - one of the trustees - under a trust 
indenture, and thet be have a capi tal and 3urplus 
up to a c ertain aoount, a hundred thousand dollars ; 
that he be subJec t a t lPASt t o St~te regulations or 
Federal r egulat ions , Pc the la~ e r t ect1ng t ha t 
pert!cul~r trustee provides. 
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And it ~rovides also tha t the trust indenture shell 
require the trustee t o tile lists or bondholders 
with other security holders , eo that if there is a 
default the security holder s may then act together 
to ~rotect their interests rather than relying 
primarily upon the trustee t o take necessary action. 

It requires that the trust indenture shall contain 
a proviei~n whereby the oblisor, th~t i s , the issuer 
o f the securities , file o r eport with the trustee 
and with the cecurity holders themselves, setting 
forth ~hat he has done under the trust in~enture 
during the particular year for which the report is 
!'Hod. 

Now, aft er the S.S.C. has exaoir.e~ ths t trust i nden­
ture and hae determi~~ thnt it is qualified, the 
S.E.C. ' e duties are a t an end so f er as that trust 
indenture is concerned , except that the trustee is 
required to file a report with the S.E.C. once a 
year. The S. E.C. then cPn investigate if •t thinks 
thnt the trustee hae made any misstatements in that 
report. 

The Act also requires that the trustee, in ?rder t o 
be quol1fied, doesn't have any t1e-up or any com­
munity of interest wi t h t he 1seuer or the obligations 
or with underwriters r.ho might be interested in the 
oblignti~ns; that 1~ . it i e designed to nep~rste 
whnt&ver inter est there is, because they t hink that's 
a lit tle better for protecting the interest or the 
security holders. 

I think thet ' s about ....... . 

?lell now, where do eome of the people differ with 
thl' t 1 

I think he state~ the primary obJection at the out­
set when he ea!d that almost, or practica l ly eo to 
all intenteand purposes - certa inly eo t ar a e the 
utilities are concerned; we'll teke that ae an out­
standing example- the S.E.C. now has the power to 
do Just wha t this Bill ~rovidee. And i t ie rather ­
I think the people who obJect to the Bill obJect t o 
it on the grounds of Just one more piece ot machinery 
plACed in the way or blocking the flow of capital 
to productive entPrpri ee. I t hink that' D probably 
their btggeet obJection, isn't it, Ed? 
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As I understand it, Johnny, ~fter the Bill was 
introduced laet year efforts were made by the S. E.C. 
t o r econcile the differences on the part or the 
American Bankers Aaeociation and the Investment 
Bankers Association, and now those two agencies 
arc willing to say that they c~n live and work 
under t he Bill, although they are not - they don't 
endorse it; but they don't condemn it ss an unwork­
able piece of legislation. 

And as I understand - I d idn't attend the meeting, 
and I haven't attended the meetings, bec~use I ' ve 
been tied up on other things that were more directly 
related t o the TreasUr'J - • .... .. 

You ' r e a gold expert , ann I hope silver. 

- • • • . • • • The only - I 1 vc never talked to Bill 
Douglas about thie at all - the ~nly connection I 
had with lt ~as about a week ego when Leo Crowley 
called me up and he sai d thPt he bed b een talking 
with Eicher Pnd with Bill Douglas and he wanted to 
help Bill Douglas as much as possible, and there 
was goi ng to be a luncheon the next dey at the 
Wa shington Hotel and would I come or have some 
representat ive of the Legal Division that was work­
ing on it a ttend. So I sai d , "Sure: and I called 
Cy then and told Cy about it and Cy and Norman went 
t o thet meeting, where the t hing was turt~er ex­
plored. 

Now I think the only difference is the inter est that 
the Treasury has in t h i s legislation. I under;tand 
from Norman tha t as a r esult of the meeting ur. Hanes 
and t~. Delano want to report that the Treasury is 
against the Bill. I feel that we are not concerned 
enough t o step into the S.E.C. field 1n that way. 

Last year the Comptroller' s office ~ea asked tor a 
report and no report waa eade. I t hink either we 
ought t o msie no report or we ought to say that we 
are not vitally affected. 

Well, 1f I may - I thought where we came i n this time 
was that part of this Bill was making it mandatory 
for the Comptroller to turn over national bank 
examiners' reports t o tho S. E.C. 

There was euoh a provision. I don ' t think it wee 
mandatory. 

Regraded Unclassified



Fol ey : 

Hanes : 

Foley: 

1)plano : 

Hl'nee : 

IJ . I.: .J r: 

Delano : 

49 
- 5-

!t 1s just writing into the law, Mr. Secretary, 
wha t we know to be the law at t he pr esent time, 
and the question 1s, do we leave it in or do we 
say tha t we don't think it is necessary a.nd we 
prefer to have 1t out ? I don 't think it makes a 
difference one way or the other, and I 'm satisfied 
t o go either way. 

We h~d e meet ing with EiehPr and 9ill Douglas on 
Saturday morning, st which time \fe stated our oon­
vlettone about the type of legislst~on , in view ot 
the whol e picture ot the economic system t~r the 
momPnt, sr.1"we said that we would ?r efer the 9111 
w~th th't p~rtlcular item left out; thPt in eas e 
the etl\ paosed , we wanted thet item lett out. 
And 3!ll t urned to Eioh~r end ssid, •strike lt out . 
So tP.~ ~~we nre concerned , we don't need it.• 

~ . K. with me . Doesn 't make any difference . 

tlr. Secret~> ry, on thE> t, it might be mi sconstrued es 
atte~ptine t~ write something into the l aw we thought 
111e already had. 

I th\nk we could gain a l~t of time, gentlemen , bP­
cause v·e haven ' t any controversy about t he 9ill 
whPt soever - I don 't t hink t hat my position - 1t 
certainly i s not one o! oppos ition to the ootive 
of t he Bill or the provis ions of t he Bill - it I 
could reed you the let ter here ~hicb expr esses my 
c~nv1ct1on ae t o the pr oper pl ace tor the Tressury 
t o be and one that 1s thorou~~ly t enable and one 
t or 1!h1ch toe cJulc!. not be criti cized by enybody 
looki,S a t the situation in a perfectly tetr-minded 
way. I will r eed t h1s letter tor you to l et you 
see Jus t exactly b,w I fe el about it, and I think -
this 1s :?res t on' s letter - r thi.n..lt we erA both .... . • 

It 's for h1m to sign? 

I 'd l1ke t o eay , l!r. Secret ary , that I did r eceive 
R request from Senat or ~agner asking me 9bout the 
pos1t1on ot the Comptroller of the Currency on this 
Bill . Sut t h i s l etter 1o drefted tor the signa ture 
ot the SecrPts ry of the Treasury. We were seked in 
our office for our opinion and we repli ed saying 
t~at - e were work1~ r1th the Treasury on a report 
on the 9 ill end tha t wbatevpr op1n1ons we bsd to 
cxprp~s ~ould be included in tbP Treaeury report. 
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Now, ~ho eeked y,u t o do this? 

Wagner. 

Wagner asked you. 

f!e asked the Secretary too. 

He as lted you <~nd he asked me, an<' I repl1 ed anct said 
we wer e -~rkin~ with the Treasury on the thine and 
wh!ltever sentiments we han to express would be ex­
pressed by th~ Treseury, and that I assumed that 
inasmuch 11e that was the case he w~uld not require 
ar.y 1nd1vid uRl re,ort from c,y office. I have no 
ane·~r to that, and ! ~m Ju~t aseumine t hct ' e go i ng 
to be t he case. The only t h ins we have done here 
is ll'Rke a ~·1sgeet1on fi P t~ •ha t we t hin!t. ThiS ~l!l­

b~~ie6 ~. Eanes ' nnd c,y own ideas. 

J!.nd the t' s what !!r. H1>nee wants to r ea1 to me. 
to 

And it 1e j ust a eugsestion 9C/ the Tre~sury ntt1tude . 

This i c f or my sienature? 

In case you '~;>prove. 

0 . K., let 's have lt. 

·~ dear Sen~tor: 

"In ree;xm se to your reques t t.l>e Treasury Depart:uent 
hPs given thought ful cons ideration to the new legis­
lation pr oponed 1n 5. 477. The opinion herein ex­
pr essed is based on the Confi dential Commit tee ? rint 
of FebruPry 21, 1939. 

"It i s rec,gni~cd that thP purpose of t his legis lat i on 
is t o correct certa in abuses wh ich have exlsted in 
the pas t ln the field of corporate financing, partic­
ula rly o e it r cllltee to corporate trust lndenturea 
11.nd the t'ec ;>onsibilit\es of trus tees. •,nth this 
pur~ose th~ Trelleury Department is heortily !n Accord. 

"It i s further r Pcogn i zed that this legislation, as 
f1nal1.y expressed in the Confidential Committee ?rint 
of ~P.bruary 21, 1939 , is the r e sult of long and care­
ful study, and t s only presented after f ull discussi on 
with all interested part i es. The Treasury Department 
bel1qyes that n workable end practi cal bil l has been 
thue ]evolved. 
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"Ther e are , however, cone iderations of broad national 
policy whi ch pointe~ly rai se a question aa to the 
dP~ t r abi l ity o f enact. ins into stat ute any propoea.le or this nature at thiF particular tice. The obJee­
t~or.e are generel and not specific. They relete t o 
t he effect o f such ceeeures U?On n~tional economic 
r ecover y . In the laneu~~· or the ?re31~Pnt or t he 
l"nitec1. Stet.es , •we have now paesed the perio" or 
i nt ernal confli ct in the lcunchtr~ or our program or 
eoelal r eform. ')·~r fu l l energi es may now be re­
le~eed t o invigor~tP. the pr ocesses o f rec?v~ry i n 
? r dr r to preserve our reforms , and to give every man 
fr.1 ••·omP.n ~·ho Ytents t o v•or k a real J ob at a l iving 
wage. '' 

"This Departl!:E'nt fe els V<'ry ctr'Onsly tht<t. C\'ery effort 
&hould now be ?Ut f orth to sustain end encourage pri­
va t e buslne£e . S:we wcere tlte need is beyoncl con­
troversy , it is the O?ini on of the Treeeury that any 
lPgl~ l~ tion whic~ m&y be construed as enbarrasoi ng t o 
t he ca1Jltal m~rkt'ts or as dP•errent to pr1v"'t" !nit1a­
t1 ve sh<>uld be held in ebeyance unt1l s l A.rger measure 
of eoonomic r ecovery i s realized . 

Very sincer ely yours , • 

That ' 5 ~· philoeo_;)h.y lln1 thPt ' e .. .. . . . 

!!o, sn<' I'll t ell ~·ou "hY , 1f I may . 

:luabt>r one, ! 've JuFt been "it~ teo ? r ctldfnt for 
Pn hour an~ P half ~nd he asked me wher e we stood 
on this power blll that we wer P. workins on "1th f ive 
differ!lnt groupe . And ! seld , ·~/e ll , :Jr. President, 
ao f ar as I ~m concerned , I went t o tell you one 
t hing . What I a:n trying to do in the Treasury , 11 nd 
the people her e , i s very much conf ine ourselves to 
wc~t lt actually ln the TressurJ. Thi s po>rer t hing 
is outelde the Treaeury . ! don 't t hink it will make 
a blt of differonce in the ner.t couple of "ePkt 
whether ~~ do i t or we ~on 't do ~ t, an~ unless you 
~erin~tely re~u2st me t o do lt, I'~ goi ng to drop 
lt, becl'uee I Jus t haven 't got t11!'e. 9ut the things 
I'm goi ng t o work on for you i n the next coupl e or 
woeka 11re strictly Treasur y matters. • 

NOIY , lf I hsdn ' t hPsr<i any t hi ng about this thing end 
Senator Wagner would have written :ne t b1e t hing , I 
would have oimply ~~ewered: "Uy deer Senat or: 
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Inasmuch as tb1e 1s 
t he Jur1sd1ct1on of 
i t if you would ~ot 
c:enda t ions . • 

a cetter wholly cominc ~!thin 
t he S.E.C., I would appr eci ate 
1ne 1~t t hat I make ar~ recom-

That would su1t me t1rs t rate : U.ake no reoommenda­
t 1on one way or the ot her . 

~or or ega1net t h1e Bill . 

That' s fine. 

•rnaGmuch as t h l.e does r.o:t. come under the J ur1ed1c­
tioq o f t he Treee~ry or any oureau 1n the Tr easury• -
or .,.hete,· '!n :,rc u - t hat' e wh~t you cell yourself -
or defartment- I don 't know whst 1t 1s. 

Bureau. 

• . .. .... doee no t come under the office o f the 
Secretary of the Treasury or any buro!'u , but 1s a 
matter perta ining t o an independent as~ncy r espons ible 
t o the President , ! rould appreciate if you would 
not . .. .... " 

Fine. 

• • ... ... i ns 1st on cy com~.cnting on tbie Bill ." 

That would suit me firet r Pte . 

~at ! ~ould do is drc.w u~ such a dra ft, and as a 
~tter or courtesy I .,.ould send it over by hand t o 
gill ;)oug1Pr and say th1~ is whPt ! ~ropose t o sent\, 
and hae he any euegeetions t o make? 

That would suit me first r a te. 

Such a draf t, and has he any &'.l:;Ct'Et ions7 Is t h i s , 
in view of .. . ... . 

Be (Duffiel1 ) bas almost tha t letter ther e. 

No, I don ' t. 

! ' d like t o ray (1) i t doesn't come with1n the 
TreaEury; (2) i t pPr taine t o an lnde~endent agency 
responF1ble to the President, ~~~ theref ore I ~ope 
he r.ill not 1ne1st that I comment on t h1E Bill. 

Is that a ll right wi th you (Hanes)? 
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Oh, that's tine with me. !'d be delighted t o do that . 
It' s not any of our business . If we are asked to make 
a r eport on the Bil l, I think we 've either got to make 
no r eport or tell how we fe el . ThAt ' s t he only way 
I approached it. Th~t' s t he way I feel right there . 

Well ..•.. . . 

If we 've got t o make any report. 

Without going into a long study , I 'm perfectly will­
i ng on my o•m r espongibility t o write such a letter 
to Senat or W~gner, putting it on that basir . After 
a ll , he can write mo a lett~r about F.H.A. or Home 
::>vmere Loan , so f orth e.ncl so on , and I eM tRlte t he 
same pOGition. 

The onlY place wher e it conc er ns us , so f ar Pe I 
can s ee , iE thi~ pr vvis i on where theJ put in there 
~ clauce which might have been cons trued ae mandat ory 
u~on t he Secretary of the Trea sury t o do something 
wh ich we have already got t he power t o do . no .. , I 
im~gine t hat' s t he r eason t hey as~ed us f or our 
r eport. I don't sec why elsP. Did they, Ed? Why 
did t hey a sk us? 

I t hinlt t hey •::-e aski ng t he !>or.king agencies gem>r ally. 

They ~ant a g eneral comment, ! t hink, on t he ef fect 
Of t h is Sill. 

I t i sn 't a l!!andat or y pr ovision, Mr. Secr etary; it 
merely etPt es a policy ~P recognize alr eady . We 
don't need the power. I'm t alking about turning 
t ho r ecor ds ov er, hlr. Secret ary. 

No , I talked t o Han~s about t hie f eatur e of 1t 
Sat urday and I - unless t he Comptroll er ditf er o wit h 
me, I definitely don 't r.an t lt ; I want t o leave it 
t he 1' ey i t 1s . 

~e ' ve agreef t o t hat a lready. 

We were th~ ?r ot aeonists of t hat. We wante~ t o l eave 
i t Jus t ~G it ls. 

L~ point is that it ' s the way lt i s whether the 
pro•tision i s 1n thert~ or whether it 16 out, !.lr. 
Secr etary; it does n't make any differ ence. 
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Well , co , it does make ~ difference . If t hAt waa 
i n, then I ' d want t o write Senat or ~agner a letter 
a nd ask h i m to st r i ke it out . 

That ' s the way I reel about i t . 

! don ' t want t o make i t mandat or y . 

It ' s 1n the Bill , but he says the S. E. C. has agreed 
t o take i t out. 

So it r.on ' t be neceaea.r J tor us to make any mention 
of 1t. It is in the Sill no~, but as I understand 
tt, Bill Douglas end Eicher agreed wit h you t o take 
it out &!'1:! t hey ~e going to make the suse;es tion 
r e t her the~ we make it. 

We C.on•t have to cent ion tha t . 

! j us t wanted t o the Secretary to under st and i t , 
b<>cause be said if it was in ther e be want ed t o say 
t o ts ~te it out. 

"<ell no?l, ar e you ent i r ely satisfi ed? 

Oh G,d , I ' m a hundred per c ent satisfi ed . 

Are you (Delano) entirPly tatisfi ed7 

Yes, entir <> ly. 

Who i sn ' t? ! cean ..... . 

I ' c entirely sat i sf i ed. 

~ell, if you (Duf field) will prepare cuch a let ter , 
let Ur. Hanee aee it, and I'll l ook at i t; d o i t 
j u s t es f a st as you can . Then I'll ask you t o teke 
i t over and let r~ . Douglas l ook a t it, a nd bring 
1t ba ck . And l a t w·. Delano see it . 

uo~ ' s that? Everybody moder ately happy? 

0 . r. . 

Vl."ry happy, 
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Operator: Dr. Kagill. Go ahead. 

HI&Jr: 
Rou 
Magill: 

HUJr: 

U: 

HUJr: 

lal: 

Hl.!Jr: 

lal: 

HJ.!Jr: 

M: 

HIAJr: 

1!: 

HI!Jr: 

lA: 

H!Ur : 

1.1: 

HI.IJr: 

lal: 

H!JJr: 

U: 

Hello. 

Hello. 

Roas? 

Good morning, Hen~. 

How are you? 

Pretty good. 

I'• sitting here with two friends ot youre, Gaston and 
llcReynolde. 

Yeah. 

Now, Rose, you've been following in the papers Pat's 
letter to me and my reply, et cetera - -

Yeah. 

You ' ve eeen that, haven't you? 

Yee , eir. 

And I again went over very carefully that little book 
you l ett me. 

Yeah. 

That ShOUP wrote, and I am talking to you now in the - -
1n t he strictest confidence. I've had no communication 
with or from the President einoe I've made _, etatement. 

Yeah. 

Any more than he communicated with me when he aade hie. 

Yeah. 

And I 'm t hinking of the best way ot trying to sell th1e 
thing t o him, you eee? 

Yeah. 
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And you know he never likes to have hie hand t orced. 

Yeah. 

By the Rill , and the suggestion that I wae going to 
make - - at leaet I'm thinking ot making-- ie that, it 
I could get your pen~1eeion, would be to traneait a 
copy ot your -- ot Shoup's report, to Harrieon and 
Doughten ae the opening gun. 

Yeah, 

Now the reason why I think I could eell it to the 
President ie, because in it -- in the tiret place , it 
was g iven to me on September 7; 1n the second place, 
you eay that I asked you t o do it over eix months ago. 

Yeah. 

So it shows that this t hing, we might say , originated 
with the Treasury and not on the Hill, and on that 
basis I think it might - - I might be able to eell it 
to the President. 

Yeah. 

See? 

Yeah. Well , I -- I -- my feeling would 
haven't the slightest objection to your 
ot that anyway t hat you want to, Henry. 

Fi.ne . 

be this. I 
making use 

I -- my only caution about it would be thie, that ot 
course the -- there ha s been water flow over the dam 
since then. 

Oh, yes . 

It -- six months old or wha tever --

Oh, yee. 

And I presume t hat we ourselves wouTd want to change 
it in some details . Ae the general picture , I think 
it's all right. 

Well, attar all, t he thing ie shown on a baeie ot how 
to balance the budget and how to get another billion, 
- - two or three billion dollars worth of revenue. 
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Now, ~t also shows what you think - - where the taxee 
could be approved. 

Yeah. 

Now I simplY - - lt -- it I transmitted thie on the Hill 
I wo~d e1mp!y s87 , 1n order-- I wouldn 't uee the 
vernacular, but a e a - - ss the t1ret -- study which I 
would like to give you 18 -- 1e the one whic.h Dr. Kagill 
and Dr. Shoup .ade t or me and gave me Just be tore the;y 
lett. 

Yeah. 

And this i e t he -- t he benefit or t wo years' work on 
their part. 

Well I -- that's quite all right. I --

Personally, I don ' t eee that there ' s anything -- a s a 
matter or tact, I suppose ;you can ' t help but reel a 
little bit like I do - - that t his 1s , -- the thing that 
they 're talking now i s the t hing that ;you and I would 
l iked to have t ol d t he PreEident when we eaw him 1n 
F.,yde Parlt and he wo~dn't let us. 

Well that's the part. , I ..,. ea;y, t hat makes me kind or 
s ick about t he whole bue1neee, and t hat 1e that doggone 
it, this thing should have etart.ed i n 19:17 , and 1 t oer­
tain.!y should have been going on 1n 19~. 

Well, now--

But that ' s -- we can't help that now. 

No , but it I ' d send this up it shows t hat you were on 
the Job and were thinking along t hese linea - - well , 
over - - almost a year ago . 

Yeah. 

And it '• like a little p iece 1n the r r ont ot the Wall 
Street Journal, they quote what I say on the drive ot 
private spending t.hat we need which .,. No ve111ber 1:17 
speech- the;y ...,. t.het. t.he - - the Go d e grind elo• lY 
a.nd t hey're Juet gett.in6 around to 1t. now. Huh? 
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Aa I eaid to you in the lett er , I - - I 'm Just ae eold 
on your lQ~? t all speech ae I was when you gave it . 

Well I em t oo. 

You were right then and you still are. 

Well, f ortunately tor me -- I mean, a number ot the 
boye like Z:l..ntller ao1 Alaop oame, oh, t wo months aao, 
Herman Oliphant gave them a song and dance that I'd 
changed. They came and asked me whether I ' d changed 
and where I stood , and I eaid •well, I stood Just where 
I stook 1n November ·~?•. 

Good. 

I hadn' t changed a bit. 

~ell, I see no -- I don ' t see any - - t here's no obJec­
tion on my part, as I say, 1n your using that any way 
you want to. We gave 1t t o you tor the good or the 
cause -- go on and use it. 

Well --

All I would -- I think -- I would appreciate your call­
ing attention t o the tact, as I -- no doubt you will -­
that you asked us to prepare the report, oh, a year or 
so ago. 

Well it says - - right in the report - - in t he letter ot 
transmittal, it says that . 

Well, that ' s all right then. 

Yeah , I'll -- I ' ll read you -- Just a second . In the 
letter - - J ust a moment, please. (Pause) 
I was thinking or you. I bad talked to my wife and I 
said, "Here's all this stutt which Rose wanted to do , 
and wasn't permitted to do, and now it looks as though 
we can do it.• I don't know whether we can or not. 
I'm going to -- I'm going to make the tight or my l ite 
on u. anyway. 

Well I hope you can. 

Here's the first paragraph. You say -- it's written 
September 7th -- •You requested us about eix mont hs 
ago to prepare t or your persona l use a memorandum• -­
and so torth and eo on. 

Yeah. 
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That's all right. I - - I don't see why you oan't go 
ahead. I presUllle that -- I presUllle that 1t gradual ly 
in one way or another -- the thing will get out t o the 
publio but I don't know that that does any great harm. 

Oh, you mean it we send it up there? 

Yeah. 

Oh, you'd give 1t out the same day. 

(Laughter) I should think so. 

Well , I want it to. 

Yeah , I t h ink that's a l l right. 

In f act, I'll have copies mimeographed t o assis t him. 

How do -- what do Gaston and McReynolds fe el about it? 

Well, I don ' t know; I can ' t tell. 
I didn 't -- I didn't prepare them 
been lis t ening. Let me ask Uao. 

(Pause) 

Wait a minute. 
tor this. They ' ve 

Well, uac says that it the President clears it, O.K. 
Mao hasn't read the report. 

Yeah. 

And he hasn't - - he hasn't been up ver y long, and it's 
Uonde,y morning. 

(Laught er) Yeah. All right. 

Now wait a minute . Let me ask Gaston. 

(Pause) 

He -- you see , I -- you told me not to eb.ow it to arJJ­
body and the only person who bas seen it ie Hanee , and 
these fe l l ows don ' t know what ' s 1n i t. 
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Yeah. Well, that's-- that'e all right. We can't -­we can't ask tor more than that, huh 1 

Well, I -- I ' • quite eure it's all right. 

Yeah. 

But --

Well, all I -- ~ whole reeling about these things ie this, as you know, that -- that -- I ' m particularly honest -- an extrecely complicated eubjeot like this, the more public information you can get the better. 
Yeah. 

Now we've, needless t o say, - - believe very sinoerely what we ea1d there. 

Yeah. 

As tar as the fundamentals ot it are concerned, we believe it. We might make a few changes 1n detail to changes which have occurred s ince. 

Well, it they want to call you down to testify on 1t, t hat's all right too, isn't it? 

I -- I will be glad t o come. 

Right. Well, you tell Shoup what I have in mind, and now before I do it I'll let you know. 

All right, air. 

Thank you. 

And send me a mimeographed copy. 

0. K. 

All right, Henry. Good bye. 

Good bye . 
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mar : Hello . 

Operator: Ur. Welles. 

JmJr: 
sumner 
!l'elles : 

HL!Jr: 

W: 

H!JJr: 

W· 

H!LJr : 

W: 

HUJr: 

W: 

HllJr: 

W: 

HI.!Jr : 

'If: 

?U!Jr: 

W: 

Hr.tJr: 

W: 

Hello. 

Hello. Good lllOrnlng, Henry. 

How are you? 

Fine . 

Sumner, I Just want to r emind you that I'm having lunch 
with the President today and t hie thing ot - - the 
Tr easury getting out a decision --

Yeah. 

On the Germans IJonday, I do hope that you can give me an 
answer, or Ur . Hull can, before one o 'clock. 

Well, I have it uppermost 1n m1nd, Henry. He 'e already 
lett tor the Hill. 

Oh. 

He has to testify before the Finance Committee on th1B 
exc1se t ax on vegetable o11 question, but I think he'll 
be back in time t or me to have a chance to talk with 
him and get word to you bef ore you go t o lunoh. 

0 . K. 

I certainly will do my utmost. 

Because they tell me -- you see, they r a n this thing in 
the Boston Transcript. 

Yea h. 

And the press have been getting more and more curious 
why t he Treasury hasn't done something. 

Yea . Well, I'll t ry my utmost to get word t o you before 
lunch. 

Right. 

Or it I can ' t reach him, I'll have to get it to you after 
lunch. 
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Now, did you get that dratt ot the letter? 

Yes , 1ndeed. I think with the exception, poeei bl7 
ot one or two very a1nor euggeetione I'd l ike to 
make to you, it'e 1n very good shape, but before I 
give you definite word, I want to talk to .Aranba. 

Well, I sent it to you t or suggestions . 

Yea . 

And you saw ~ little nota about the --

Yea, 1ndeed. Oh, I agree with you on that entirely. 

Leaving ott the last paragraph. 

Yeah, I agree on that absolutely. 

F1ne. 

What would be the beet time t or me t o reach you? About 
twelve- thirty? 

Anytime. 

All right. 

Thank YO\l. 

Thanlte • 
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cs 

H!4Jr: Hello . 

0perat or : Uatteson. 

RUJr: Hello. 
W. B. 
l.!atteson: Good mornj.Jl8, Ur. seoretary. 

HUJr: How is t he market r eacting to our offering? 

U: Very well. 

HlJJr : Yeah. 

U: Very well. Ae was expected the --the longer bonds went 
ott a little; the fifty fifty-twos went up one or two 
thirty-seconds. 

HUJr: I see. 

\1 : They had an adjus tment in the notes, which you might 
expect , because they would do their own f inanci ng on 
those. 

HL!Jr: Yes. 

Ill: 

!I!Ur: 

1! : 

Ht.lJr: 

IJ: 

U: 

HMJr: 

!.! : 

And they' ve gone up about six thirty-seconds which really 
makes a l l of them in line with the quotation on the 
rights , which 1e - - which are about a hundred and one 

nineteen at the moment. 

A hundred and one nineteen? 

Yeah. 

I see. 

There's some pulling and hauling around, but not an 
awful l ot. ot it. 

I see. 

And it eeeme to be takj.ng -- teltj.ng very well. 

Good. 

I haven't heard any - - any particular comments about 
preference being given t o the -- to the longer bonde. 
They juet eaid , •well , the Secretary wante ue to take 
more or the l onger bonde,• and of course that ie what 
you expected. 
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Yeah. Well, I -- I wanted to give that hint . 

Yes. Well, that wae -- and the hint baa been -- t he 
hint has been taken and ae t ar as I can see not an 
undue amount or attention paid to it. 

(Laughter) But that's the •" the i nterpreted the 
eighths , huh? 

Yea. 

I understand. 

That was -- that was a -- quite a pr ompt reaction. 

Wel l , that's all right . 

I congratul ate you on your courage. 

To put a premium on - - outstanding issues. 

No , no. 

I think it's a tine t h ing. 

Well, I think th1e , that having done it, t he t hing to 
do it was to only open up old issues and not have part 
old and part new. 

Oh, yee. 

Huh? 

Oh, yea. I think s o. 

That would have been a mistake. 

And we've got an awful -- an awful mesa or -- or 1eauee 
here. Fifteen or notes , t wenty-five or bonda , plus the 
guarantees, and you t alr.e the -- the technical handling 
or the market itself -- it makes it more and more dif­
fi cul t tor a dealer t o put in deoent bide when they 've 
got eo many to btd on. That'• the t eohnioal aide or 
it, but it doee have eome etteot. 

Well, thia ought to help a little bit. 

I t hink it will, air, and I think it 'a tine. 

Thank you . 
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U: Yeah. 

HllJr: Good bye. 
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HUJ'r: 
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HUJr: 
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HllJr: 

s: 
HIIJr: 

S: 

HUJr: 

8: 

HJJJr: 

S: 

I!UJr: 

S: 

H'UJr: 

S: 

HllJr: 

S: 

Hello. 

Hello. 

Hello, Allan Sproul. 

Yea, ur. Seoretar,y. 

Jlaroh 8, lQ3Q. 
3:08 p.m. 

€8 

I thought I ' d announce tonight we're going t o close the 
books on Wednesday night. 

Yeah. 

Ie that all right with you? 

All right with me. 

Right. 

Do you have any reports yet on how t hey are coming in? 

No , but I 'm Just going by the prices. 

Yeah. Well they've shaken down -- I 'm 
at an open market meeting. 

Yeah, well, I got the prices here at two o'clock. 

Yeah. 

Two and a halt fifty !i!ty-twc a hundred and three tw·en,tv­
ei.ght; the sixty sixty-rive were a hundred and three 
twenty-tlve; and the notes were a hundred and two rour. 

Yeah. They've shaken down into Just about the right 
relationehip, I think. 

Well, I don't eee any sense in keeping it open any 
do you? 

Well, I think there might be eome value in keeping it 
open another day and t hat's -- an exchange orrer ing or 
thie sort was at two and an eighth sells pretty wideJ..y. 

Well , we're giving them three days. 

That ' s true . I - - I don ' t see anything wrong with it. 
Have you:_ in the paet, Henry , there's been a certain 
amount or flex1b111ty 1! someone couldn't get them 
or a box, but 1! you're --
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Well , it ' s Just too bad. 

Yeall. 

c9 

Three days -- I can ' t take a chance on the European 
thing beyond that hour. 

Yeah. Well , I don't see anything wrong with it. 

0. IC. 

All right, sir. 

I see -- i s it -- I see they offered a Mr. Sproul in 
California a job. 

So they tell me. I didn't eee it , but I've been told 
about it here. They want to make the poor tellow a 
banker. 

Yeah. All right. Listen , have you fellows decided 
wha t you're going to do with your eighty million? 

No, we haven ' t. They've -- thie is t he beginning or 
the committee's year and they ' ve Just been organizing. 

I see . 

So they ' ll pro~ably decide tomorrow morning because 
t here ' s another meeting going t o go on t his a tternoon 
o t the - - the president 's conference and the open 
market committee will meet agai n tomorrow morning. 

Well, after they've made up their minds, tell me. 

Yeah. 

0. K. 

All right . 

Thank you eo much. 

Good bye. 

Good bye. 

Yeah. 

Hello --

Matteson tells me you got a good reception 1n the street. 

Yes , he told me that -- that the reception wee quite 
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But th•eald llorgenthau wanted to go 1nto the long bond•. 

Well, that'• what you expected and that •e what you 
wanted. 

Sure, they're good mind readers. 

(Laughter) 

All right. 

All rlgbt. 

Regraded Unclassified



Karch e, 1"~"· 
~:2~ p.• . 

71 

Operator: Go ahead. 

HUJr: Hello . 
W. B. 
Watt eeon: Mr. Secretary? 

HUJr : Yes. 

M: I thought you might l ike a report on what is happening. 
You've seen the quot at ions, no doubt. 

HldJr: Yeah. 

U: No change in them recently. They've settled down t o 
about what we might have expect ed. 

IIUJr: Yeah. 

U: 

H!dJr : 

!4: 

HUJr : 

U: 

HWr: 

1.1: 

HUJr: 

Ll : 

Hl!J r : 

1.1 : 

HUJr : 

ll: 

The rights are twelve !itteen and the bonds such and 
such. The -- I was surprised to aee the notes quite 
so high. 

Yeah. 

But that 's been aggravated by the peopl e selling their 1 

rights and buying the notes, plus some -- sooe additional 
buyi ng or those . 

I see. I was s urprised to s ee the notes go up tha t - ­

Yes, I -- I d i dn 't l ook ror them ~o go over a hundred 
and t wo anyway, but that ' s -- that is what' s liable 
to happen i n that tin market. 

Well, we're go ing to oloee it Wednesday night. 

Oh, my God. 

Wby, what's the matter? 

I thought you'd give us until Th~da3 . 

Oh well, listen. 

You know, these are -- theee are very widelY scattered. 

I know. I'll give you until Thursday , but will 
l.luesolini give me until Thursday? 

I don't -- I don't know hi• well enough t o aek hi•. 
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Well, I don ' t either. (Laughter) So -­

I hope you ' ll 
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No , no, no, wednesday night you fellows have got to get 
busy. 

That ' s final. 

Yes, ai r. I mean, I can --

I'd like to squeeze out another day, Mr. Secretary. 

It can ' t be done . If you do any squeezing we ' 11 make 
it Tuesday night. 

(Laughter) well, I guess I ' ll - - then I ' ll say Wednes-
day 1B fine . 

Well, I comprom1ee with you on Wednesday. 

(Laughter) You -- yee . 

All right. 

Well, I'll have to say it ' s all right, I 'm afraid. 

All r ight. 

We better send out a circular tonight , I guess. 

Yeah, Danny's •ork1ng on it now. 

Yeah. All right, al. r. 

Thank you. 

Good bye. 
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3:41 p ••• 

HlfJr: Hello • 

Operator: Secretary Wallace. 

HIJJ r: 'l'hanlt you. 

O: Go ahead. 

HWJr: Hello. 
Henry 
Wallace: Yes, Henry? 

HL!Jr: He)lr,Y , I bad lunch with the President, and I brou&~t up 
JaY Tuesday afternoon idea. Hello?. 

W: Tuesde.y afternoon? 

HUJr: Well, every Tuesday afternoon he was to devote 

W: Ob, yes , yes, I reMember, yea . 

HUJr: And then be got on a quest ion he bad of export business 
-- really export subsidy, see? 

W: Yeah. 

HUJr: So I said, 1 Well, wh,Y don't you make the first meeting 
with Wallace on cot tont• I said, 1That affects a large 
proportion. • And I said, 'He and I are toget.her. We 
don't know where the State Department is, why don't you 
see 1t? 1 So be eaye, •r1ne, I can't do lt Tuesday 
because I got Labor, but I'll do lt Wedneede.y at t wo 
o'clock. • See? 

W: Yeah. 

HMJr: And I wanted to get that to you and then Johnny Hanes 
la etanding here. He sald you people were go1ng over 
to State and he dldn 1 t know whether that would make an.Y 
difference or not, but I'm Just passing lt on. I -- I 
hope you are pleased tbat I got thla appointment. 

W: Why I thlnlt 1 t' e very tlne. 

Hl!Jr: And I 

W: Ie he r ather -- do you think he'• rather for our 
a pproach. 

HWr: I -- well, he gave •e th11 whole lecture on how we should 
use -- that concern that uJtee a hundred allllon 41Lkt.~t1e 
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l i 8bt bulbe. We' ll get them to make ten percent extra and we'll eell t hose to the world market at coet. So he made that etatement f i r st, you see? 

Yeah. 

I said, •well, 1t you ' ll do that then I think you ' ll be interested in what Wallace and I have i n mind about cot ton .• 

Yeah. 

So he said , •How about cotton goode?• So I eaid, •well, Wallace has that in mind aleo.• 

tJh-huh . 

So he seems in a very receptive mind and -- and I said, •r think we ought to meet -- continue to meet until that thing 1s settled • , end I said, 0That cer tainly would give recovery a big boost it that could be eett.led. • 

Now, I've arranged , Henry, to meet with some or the congressional leaders Wednesday morning. 

Yeah. 

All -- all people rrom t.he -- all Democrats, and all t rom the sout h. 

Fine. 

And I think it's just as well to go ahead with t hat, don't you? 

Yea, I - - and I hope you don ' t mind DIY 
such an ideal time - -

Oh, of course -- I'm glad you did it. 

but it was 

When the President was talking on that eubject to bring it up. 

Yea. 

So , I ' ll see you-- not before Tuesday and Wednesday. Now, do you want - - do you want F~ee to go on over just the same? To State? 
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I think we better go on over and talk to Cordell in 
advance, don•t you? 

Fine. It can 't do a bit or harm. 

I t hi.nk it'e a good thing to do . 

Right. Well, I wanted t o let you know what I said and 
how it came about, and eo forth and eo on. I don 't 
think I did any harm and I may have helped a little 
bit. 

Who's going t o be called in Wednesday at two o ' clock, 
do you know? 

Well, he said, you, and ~self, and Hopkine, and he 
ea1d somebody f r om the State Depart ment . 

That's all then? 

That's all. 

It wouldn't be a big meeti ng then? 

He sai d he only -- he di dn 't want but f our. 

I see. 

He didn ' t want a bi g meeting. He sai d he wanted a 
prelimi nary meeting. 

Al l right we ' ll be -- I 'll be ready. 

But I wanted you t o know how it happened. 

That ' s fine. 

All right, I ' ll be - - I ' ll be right t here to back you up. 

Al l t o the good. 

Fine. 

Good bye. 

Good bye. 
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HMJr : Hello. 

Operator: Go ahead. 

~r: Hello. 
Jesse 
Jones: Hell,y, Henry. 
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H!Ur: What ' s this I see in the paper that you're advertising 
that you're Jesse James? 

J: . Well, I thought -- things are a little bit dull , I 'd 
better advertise. 

Hl!Jr: Uh-huh. 

·J: I couldn't get 1n the paper any other way. 

H!!Jr: Is that eo• 

J: so I thought I better Juet advertise a l i ttle. 

HMJr: How 1 6 the fishing down there? 

J: 

HUJr: 

J: 

llUJr: 

J: 

Hli.Jr: 

J: 

HUJr: 

J: 

inlJr: 

J: 

Well, not eo good tor me. I don't have -- I don' t have 
much luck fishing. 

Oh, my. 

But the weather is beautiful , Henry. 

Well t hat's something. 

It's fine , and that ' s what I came t or is the weather. 

Right. How's Urs. Jones? 

She ' s fine. 

Give her my regards. 

Thank you. What's the newe with you? 

Well, our issue was accepted very well t oday, and much 
to my surprise the fi ve-year notes went up fourteen 
t b1rty-seoonde. 

Ia that so? 

Regraded Unclassified



HJ,lJr: 

J: 

!'L!Jr: 

J: 

!ll.!Jr: 

J: 

HllJr : 

J : 

h'lJJr: 

J: 

H11Jr: 

J: 

Hl.!Jr: 

J: 

HllJr: 

J: 

Ht!Jr: 

J: 

HL!Jr: 

J: 

- 2 - 77 

And the fifty fift y-twos went up five thirty-seconds, 
and tha long ones went orr five thirty-seconds. 

Uh-buh. 

But there ' s plenty of gravy there. 

Yeah. 

And we're going to close it Wednesday night. 

Well, you reel pretty good about that. 

I think eo. It's -- aft er all , a billion three ie still 
a billion three even in this country. 

It's still quite a lot or dough, isn ' t it huh? 

And otherwise thi ngs - - I had quite a long luncheon with 
the ?resident and I f ound h1c 1n a very good f rame of 
mind . 

That's good. 

I wi sh he could see a few business men that we have 
been seeing recently who are more -- bow shall I say 
ln a cooperative frame of mind. 

Yeah. 

I don't t h ink he's seen some ot those fellows . 

Uh-huh. 

But I f ound him in a very good frame ot mind . 

Well, that's tine. I sent you a little letter on -- I 
don ' t know whether you've got it yet or not on 
Aranhe. 

No, I - - I haven't got anything from you. 

Well I sent 1t to you. I guess 1t'e over there maybe 
now. I sent it over t oday by messenger trom -- I sent 
lt up trom here yesterday. 

Lleten, Aranha offered me t he use of an leland down 
there. Did be offer it to you? 

No , he hasn't yet . 
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Well, I Juet wanted to know how I etood w1tb bia, 
all. 

Well , if he -- he haen't -- well you etand better tban 
I do. 

Well, maybe there '• something the matter w1tb the 

Wel l , -.,be there ie. Maybe t here 1e. 

Well, I've got nothingi· I feel pretty good . Johnny 
Hanes is here. He tee e all right. 

Well, that's fine. Well, I wae Just talking t o the 
office and thought I'd ea,y a word to you. 

Well, do tbat again eoon. 

All right. Good bye. 

Good bye. 
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Operator: Mr. Welles. Go ahead. 

HJIJr: 
SWDller 
Welles: 

HW'r: 

w: 
H!.!J'r : 

'II: 

HUJr: 

W: 

Hl.!Jr: 

W• 

H!Mr: 

W: 

HlJJr: 

W• 

Ht!Jr: 

'If• 

W: 

HIAJr: 

Hello. 

Hello. 

Hello, SWDller. 

Hello , Henry. 

Yeah. 

Could I drop over t o see you at ten tomorrow morning, 
or are you busy? 

I'm tee~ifying at ~en o'clock on ~he stabilization fund. 

Well, are you ~ied up -- are you going ~here straigh~ 
from your house or could I drop in earlier ~han ~hat? 

You oan drop in much earlier. How about 

How about nine twenty -- would the~ suit you? 

Nine ~wenty would be fine. 

Righ~ . I'll drop over at that t i me and I'll bring with 
me then the two drafts. And with regard t o your let~er, 
~here is one slight change that he's asked. 

That's fine. Will you show it to me tomorrow? 

What ? 

You'll show it to me tomorrow. 

I ' ll bring it over with me st ~bat time. 

And--

With regard to his own l e tter, be wants t o revise it eo 
as to omit any of ~he references t o the Bank of Brazil 
that we incorporated in tha t memorandum. 

Well, whatever -- as long as be leaves the fifty million 
off it's O.K. with me. 
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That's out. 

All right. 

All right. Kr. Hull apoke to you betors lunch, didn't 
he? 

No he didn't. I had no call !rom him. 

Good God! He promised me positively that be 'IOOuld call 
you at t ... enty minutes betore one . 

I've bad no call. 

Well, I ' ll apeak t o him i mmediately about it. 

Yeah. 

Are you going t o be there tor the next te"' m1nutee7 

Yeah, I have a preee conference at tour, but he - ­

I'll speak to him immediately. 

I -- I've had no call trom him. 

I'm perfectly astoniehed. I lett him and he said he 
... as call ing you then. 

No. 

Well, I' ll speak t o him again right a ... ~. 

Thank you. 

Good bye. 
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HUJr: Hello . 

Operator: Kr. Eamerioh. 

HUJr: Hello. 

O: Go ahead. 

HliJr: Hello . 
Herbert 
Emmerich: Hello. 

~!Jr: Herbert Emmerich? 

E: Yes, Ur. Secretary. 

HUJr: How are you? 

E: Fine, and you? 

)(arch 6, 19 :S9 • 
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HJ.!Jr: I ' m t1ne . Now, 1& Mr. -- what' s hls name, ot the 
Housing t hing 

E: woodberry? 

~Jr: Yea , ia he going to be ther e Saturday? 

E: Yea, he ' ll be here. 

HJ.!Jr: 

E: 

HJ.!Jr: 

E: 

~.!Jr: 

E: 

HllJr: 

E: 

Hl!J'r: 

Good . Now what do you want to do with me Saturday? 

Well I guess you haven't gotten my letter . 

No. 

Well , I suggested you get ott at Engelwood which 1s 
nearer here than -- than downtown. 

Yeah . Well I ' m coming on the B. & 0. 

Oh, you are? 

Yea. 

Well, 1t you prefer the B. & 0. , f ifty f ifty south 
Chioago ie a l ittle oloaer. 

WellL is Engle - - I -- I - - would you rather I oama on 
the !'enney? 
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It's a l ittle clos er here . 

Well, I could do that. 

I t hink you' l l !ind it a little more convenient. 

Well, I 'll come on the Pennsylvania. 

82 

And I ' ve reser ved a room t or you over a t the hotel 
here. 

Good. 

The Hot el Shoreland. 

Good. 

I 'll pick you up at · the s t a t ion when you get her e in 
t he morning. 

Fine. 

And then I thought I ' d like you to see our building 
wh i le we 're in action . 

Right. 

And Saturday morning we close a t noon. 

I eee. 

And i! you care t o have sooe or the men 1n the building 
here go t o lunch with us --

Yea. 

You could ask them more about the wor k . 

Good. 

Now, I haven' t made any ot her de!1nite pl ane. 

I see. 

I -- I t b1nk that i! you' re - - as long as you're out 
here some o! the people a t the University would like 
to meet you, but I didn't want t o load you up with a 
l ot or schedules. 

Well , Mrs. Klotz --

Regraded Unclassified



E: 

F!L:Jr: 

E: 

HUJr: 

E: 

H!.:Jr : 

E: 

HtJJr: 

E: 

HMJr: 

E: 

Hl.!Jr: 

E: 

HI!Jr: 

E: 

H:.fJr: 

E: 

Hl!Jr: 

E: 

23 
- 3 -

I think Mr. Hutoh1ne and Ur. Uerr1am and some ot the 
other men • ould like t o meet you. 

Well, I --

Either d inner Saturday night or • henever they oan. 

Well, the onl,y t h ing tha t I have 1s Jake V 1 n e r sent 
me a telegram and he •ants me to have dinner with h1m 
Saturday. 

Yes, I - - I ' m probab~v t o blame t or tha t because I saw 
him t he ot her day and mert.ioned that you ' d be here . 

Well, t hat' s all right. ~ell, now, •ha t I • ant to do is, 
I want to get as much as I can to help make up my mind 
whether -- about my eon, you see? 

I under stand. 

That's the purpose. 

SurelY. 

Now, it the president ot Chicago has got t ime t o see 
me , I ' d love t o see him. 

Yeah. 

I t they keep it i nformal. 

Yes , ot course. 

Well, what would you suggest? 

Well, I t h ink that it you -- ar e you planning to stay 
here until Sunday afternoon? 

Yes. 

That ought to give us plenty ot time with Woodberry 
t o canvass the situat ion here and take as much time 
Saturday at lunch as necessary with our -- the rest 
ot our men to get you acquai nted with the work . 

Fine . 

But I think Pr esident Hutchins is tied up on Sunday. 
Saturday evening is probably t he only time he could 
have. 
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Well, I ' d be more than delighted to eee him Saturday 
evening it he 1 e tree. 

Yea. 

And then aaybe you could eugseet to Viner it be wants 
me tor lunch Sunday, I'd be glad to come tor lunob 
there. 

I eee. I' ll be glad to tell b1a that. 

How would that be? 

That would be very nice indeed, and Hutchins won't be 
back unt11 tomorrow eo I can contirm it with him and 
let you know. 

And you get ln touch with Jake and tell him it be 'e -­
it be wante me Sunday tor lunch I can go there Sunday 
t or lunch. 

Fine . 

See? 

Well, that will give us Sunday morning it you want. 

Yes , I would like Sunday morning, and then i t I want 
t o r est Saturday atternoon I can take a couple ot houre 
and go t o the hotel and reet . 

Sure. 

I'm not-- I don't-- outside ot the University, I 'd 
juet as leave -- I don't want to advertise I'm out 
there. 

I 'll try my beet t o keep it. 

Yeah. Well, juet ln the University. 

All right, air. 

And thanke tor all the trouble , and then we ' l l leave it 
that way, and it I come doee it mean tuxedo Saturday 
night? You could let me know. 

No , it won't. 

It won't? Good. All right, now I -- well , I'll leave 
the matter in your hande. 
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very good, and I'll pick you up at the station on 
Saturday morning at the Pennsylvania. 

Atter you know what I 'm going to do saturday night, 
you might send me an airmai l letter and I 'll get it . 

All right, I ' ll do tnat. 

Thank you eo much. 

Al l rlght, sir. I'm l ooking t orward t o seeing you. 

Thank you. 

Good bye . 

Good bye. 
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( Treasury Department 
Dlvlelon of Wonetary Research 

Date Vareh 6, 1939· 1938 

To: Secretary Uorgenthau 

Thouzh I appreciate that t his 
opinion is contrary t o t hat of your 
staff, I nm convi nced of the soundness 
of this posi tion and feel I should again 
cell i t to your attention. 

liR. 'lffilTE 
Branch 2058 - Room 208 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

OATil Karch 61 1939 

TO Secretary Morgenthau 

rRoM Mr. White 

Subject: Treasury Finance 

I. The Situation 

l. We are arraid that there will be increasing pressure 

and criticism directed agains t the Treasury policy or 

not using its cash assets t o reduce the outstanding debt 

now. 

2 . The cash assets in the hands or the Treasury tota l 

over $6 billion: 

Stabil1~at1on Fund 
Silver certir1cates that could be issued 
Cash in special depOsitories 
Cash 1n Federal Re serve banks 
Gold in t he General Fund 

Total 

{In a1ll1ons) 
$2, 000 
1, 1!oo 

S70 
1,250 

.~ 
3· An analysis or the reasons used to Justiry the main­

tenance or this large reserve or cash leads us to t he 

cone l usi on that the Treasury, in at telllpting to hold so 

large a cash reserve, is vulner abl e to t he cr1citism that 

it is wasting public tunds. 

II. What should be done about 1t 

1. We urge that a conterence ot beet experts on the sub­

Ject be call ed in to canvass the whole situation. 

2. We urge tba t Tr eaeur:r operations ebould be re-eX8llined 

wi t h reference to: 

(a) 7reae~r1 apePa,iofta o~e•li ~• te exaatae& •1Ch 

Mhnuee te the poaaib111t:r or investing aore or the 

caeh assets 1n govem me nt securitie s. 

87 

Regraded Unclassified



Secret&r7 Morgenthau - 2 

(b) The poeeibilit7 ot readj usting the proportion 
ot billa to total outstanding gPTernment obligationa 
tor the purpose ot reducing the interest coat ot 
the public debt, and reducing interest rates both 
public a nd priTate. 

(c) The poasiblli t7 of lending at extremely low 
interest rates aome ot the Stabilization Fund and 
some ot tbe unissued eilTer certificates t o t~rmers, 
sma l l buB1 ne sa men, and prospective home builders, 
etc. tor the purpose ot stimulating inTestment. 
(It you are interested, we have some sugge stions 
as t o hos this might be dona.) 

III. The following reasons have been advanced in favor ot 
the maint enance ot these large cash holdings: 

l. To reduce them would add to the excess reserves 
and thereby increase the danger of inflation. 

2. It the silver certificates were employed it would 
arouse a l arms of inflation. 

3· The large cash reserve serves as an emergency tund 
1n the event the financial market turns bad at a time 
when a la rge financing is scheduled. 

4. Reduction or the volume of government b onds would 
drive up t he price or bonds t o a l evel which could 
not be maintained and trereby contribute to undesirable 
fluctuations in tile govemme nt bond market. 

An analysis or each or these reasons convlnc:es us that 
t hey are an inadequate Justification t or foregp ing a saving 
of at least $SO million a year on interest account. 
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............. Aeate._t '-etaJT ef 8\aU, ,_., _,1 .. M 

Pnelteat, .. bel ..................... ., 
.... ...,., ft-1& .. ha\1 .. , . 

..a 1\a\e DepwtH&\a fer \ale ,.,.ee ., &..tetaa .,.. _. - ef 

-•uaa ..,leLLP &lttleel\he la ta.. _,..,.. .. .... u. 

PnelA•\ laal ....... Well" \a e\art We -'"" ......... . 

&M \hat \her"" 1.-taa far a ..., .. _\aU•e ,_ ft' a 11 We 

.t\el-• a\ few o'olaelr. I telA ...... e....a\b \M\" .-1& ...._ 

I ..,..., ....,.e "'*'"'• _. lf We _,e wl\b roar ~. be 

Jftace 

••• --~ 
J 

I ;.-1. 
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REB 

Secretary of St~tE, 

1'/nshington . 

300, ::a rch 6 , 7 p . m. 

GRAY 

London 

DatEd March 6 , 1939 

Rtc 1d 4:32p . m. 

;;'OR TREASURY FROL: BtmER'.~ORTH. 

,'\r.!:td in t l1E HousE of Commons thi:~ afternoon whEthEr 

l' r. w<>u2.cl .3i vc an assurancE that beforE entering into 

r . t~c.;intions as to a loan to Gtntral Franco the PrimE 

i.:l.nistEr wonl d lay dorm as a condition thE rEcognition 

1"'~ t:l~ l~Eol Spanish GoVErnmEnt of thE lEgitimatE ( !) of thE 

national n inoritiEs in Spain , Basques , Galicians and 

Cc.tala!"s, Chali':~Erlain rEpliEd "no such nE:;otiations art 

at prr~En~ in prospEct and thE quEstion thErEforE doES 

r.ot O.l'J.:JC " .. 

'•'his P.r.swEr, of course, has no bEaring on any 

crEdits or loans the city nmy car~ to advance . (Paragraph 

two, my 253 , February 20, 6 p . m. ) . 

The volu.-n£ of trading has o ttn larger in thE foreign 

exchangE markEt today and the British fund h as obtained a 

fair amount of dollars . Tht florl of funds from London to 
Paris 
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REB 

2- #300, From London, Mar . 6, 7p 0m0 

Paris continues unabated. DEvtlop~cnts in BElgium arE 

bcinc clos ely watchEd in thE city and thE 11~ 

discount on thrEE months' btlgas is indicativE of thE 

r.tar!cEt 1 s appreciation of the fact that BEl3ium is faced 

n1th fundamEntal economic a nd financial problems as wEll 

as internal political controversies . (Paragraph two, 

;:o. 244, FEbruary 17 , 6 p . m. , and subsequent tElEgrams) . 

?cr thE first time in many days the ac6unt of married 

coln bcrs at fixing was large, S2 out of 193. ThE British 

::'t·"l:: ootaintd o. small amount of thE fixin3 gold. 

KElfflEDY 

' . 
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P.tlUPHIUS~ OJ' T~ REOIIVKD 

I'ROII: .t..erioan llabaeer, Parte, J'ranoe 

DATI: Karch 6, 19:!19, t5 p .a. 
Jo., •u 
I'ROI OOOBRU. 

/);;V 
7fj{ 
{ 

Todar •' noon I Yieited at t he Bank of France. 

The J'renob stabili&ation tund bad acquired eo,ooo pounds 

on the market and tl,OSO,OOO direct froa OU&rantr br 

that hour. Todar the Ohaee Bank had the order for buring 

dollare. On Saturdar the J'renob etab111zat1on tund•e 

holdings in gold paeeed 19 billion france. Thue •1 

Ban.k triende are well pleased with the progrees their 

oountrr bae continued t o .ake 1n the monetuy field. 

My friende are eapeoiallr happ)' that the)' did not baYe 

to rield to euggeetione coming froa goYernaental oirolee 

l a st Joveaber and Deo•ber that the frano be brought to 

170. Last week Bolton wae here fro• London, and he 

oonfir..cl the Yii'IJ of ltiJ f riende that if the trano had 

been tied to the dollar then, the resultant odioue 

reflection on sterling would haYe had a dieaetroue effect 

on the pound. 

Oonfidentiall)' I haYe been g1Yen to understand that 

Reynaud, lliniatar of J'inanoe, bad offer• reoentlr of a 

foreign loan troa lliD.nbeiaer of )lendelllohn, and gaYe 

eerioua ooneideration to eubmitting a bill to Parliaaent 

whiob 
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which would perait h1a to ra1ss new moner outside the 

countrr. Howe.er , Bank of J'ranos officials di .. uaded 

93 

hi a froa talting thh step, &r&U1JI8 that woh a loan would 

be aerely giTing J'renoh capital abroad a better proposi­

tion than 1f 1t subscribes to doaeat1o J'rench loans. 

Ther aaid that unless there 1a a war no new t\mds ahould be 

sought abroad. Ther added that ruaou of the interest of 

the Treawrr in gett1n& a loan troa M•nnhe1aer ware alreadf 

weakening the oredi t standing of the GoTernaat, and 

bringing open cr itioiaa upon officials in the Treasury 

for their allegedlr c lo .. auooiat1on with that indhidual. 

Th1a nening I had a t elephone conTeraat1on w1 th 

Manager BaudBWJDS of the Belgian IaUonal Bank at Brussala. 

Be had called ae while I was awar Oil •1 trip to the 

norther n oo~.mtriea. The purpose of his call had been 

to ask whether we could guarantee 011 the date of abipaent 

from Europe the price we would par tor gold upon deliTery 

1n Iew York to the federal Reaene Bank. When I tall:ed With 

hi• I explained our regul.atione, and it aeeaed to aat1aty 

hia. On Saturdar he said the Iat1onal Bank of Balgiaa had 
loeaes 

loat teoo,ooo gold, and a.,lwould be about three t1aes 

greater for todar. 'l'herefore he said there was no extreaelr 

hea•r pressure, and the Belgian GoTernaent is abaolutelr 

not oonteaplating a change in .onetary poliCJ at present. 

Tonight th8J would reach a decision, he said, as to 

whether 
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' aut or whethc there 81101114 be di .. olutiOD of ParUaant. 

Baudnyne Mid that the Reiob.abUk Prea1dat, l'wlll:, to­

gether wUb. Pllhl would attend the week-ad aeeUJIC of the 

BIB at Baeel. 

Soae go .. ip on Par1a Bour .. today of aonet~ infla­

tion in the United Statea pre~aably due to atateaenta of 

Senator 1'hoaaa quoted i .n J.GDOJ: IIOO•OiliQUK. 

DD OJ' KUUGJ:. 

BULLift. 

U:Lft 
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Secretary of State , 

Washi ngton . 

416, March 71 3 p . m. 

FROH COCHRAN. 

SPECIAL GRAY 

Pari s 

Dattd March 7 , 1939 

Rtc 1d 12 : 20 p . m. 
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\": taktr tEndEncy i n dollar which dEvElopEd yestErday 

increasEd today , Gnaranty bas buying ordtr for French 

control a nd by 3 p. N., has acquirEd $3,5001 000 . Guarant y 

has also sold two and a half milli on dollars to tht 

British control today, Lazards b1g sEllEr of dollars . 

PrEssure on belca l ightEnEd somewhat with decision to 

dissolvE Parliament . Paris security market rEgistErEd 

no signi f i cant changes following Reynaud ' s s pE Ech of 

last night on rEpatriati on of capital, rEduct i on of 

1ntrr tst ratEs , tt cEttra . 

BULLITT 

CSB 
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Ltarch 7 , lQ~g • 
3:47 p.m. 

~8 

HMJr: Hello. 
Edward G. 
Kemp: Hello, Mr. Secretary, 

HUJ'r: How are you? 

K: Very well, sir. 

HUJ'r : 

K: 

HllJr: 

K: 

H:!Jr: 

K: 

Hl.!Jr: 

K: 

K: 

H!dJr: 

K: 

Ur. Kem p I wanted t he Attorney General, and not 
being able to get h im I'm going to ask you to help 
me out. 

Right. 

You have a Ur. Oliver, Assistant United States Dis­
trict At torney: in New York_. in charge or our customs 
caeee. 

Yes , sir. 

On Thursday we're sendi ng two or our Treasury people 
to Parle ann to Berlin on t hese countervsilling duties. 
There's been a question or a Treasury decision pending 
tor quite some time ann I believe t hat the Rreetdent ie 
now going to release it. I mean t hey've held it up 
over there -- the State Department did before your 
time. Now, we are very anxi ous thqt Ur. Oliver ac­
company our people Thursday to EUrope to get eooe 
additional evidence, ina smuch as he's going to have 
to try th11 case . 

Uh- huh. 

I! the ca se comes up, why we figure tha t if be gets 
the thing on the ground he ' d be b etter equipped. 

Yes, sir . 

The Treasury is ready to pay all the expens es or Mr. 
Oliver, and it we c~uld get a clearance on t hat today 
I ' d appr eci a te it very much. 

J'ell, I'll try to do t h.at, Ul'. Secretary. 

And - - Oliver is here, and you can get at hi m through 
Ed Foley. 

Oh. Oh , all right. 
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ifJJr: 

K: 

Hl:Jr: 

K: 
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See? 

Yea. 

The boys brought h1m down her e and tol d him what 1t 'e 
all about , a nd what I ' m going to do -- I signed a 
letter to the Attorney General. I ' ll send 1t over 
by hand to you. 

Thank you, if you w111. 

And if t here's any question , ask the Attorney General 
t o call me back. 

Yes . 

But this is a matter wh1oh I lay greet importance on, 
end I think 1t would be helpful to have e repr esentative 
or t he Attorney Gener al get t he evidence, eo t o speak, 
on the ground . 

Yes . 

See? 

Yes . 

And I ' l l send the letter over to you and if t here ' s 
any question in Ur. Murphy's mind, have him call me . 

All right, Mr. Secretary. 

And you - - thank you. 

All right. 

Good bye. 
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Daniel 
Bell: 

HWr: 

B: 

H!~Jr: 

B: 

h1Ur: 

B: 

HL:Jr : 

B: 

Ht.!Jr: 

B: 

HJ.IJr: 

B: 

ffi.!Jr: 

B: 

H!JJr: 

B: 

April fifteenth. 

It I B 0. K. 

Karch 7 ' lQ ;5Q • 
4: 51p.m. 

100 

Yeah, and I told Steve Early because I understood that 
the President wee going to be asked about it at pres s 
today at f our o'clock, but I t old Steve that I thought 
I ought to talk t o the President before he announces 
it because be ought to know somet h ing about 1t. 

Yeah. 

so I don ' t know whether he was going -- what he was 
goi ng t o say at the prees conference et f our o 'clock. 

Lley I say t hat not h ing bee pleased me or t he Treasury 
i n a long time as much as to have you come back and 

Well , thanks a lot. I appreciate getting back t oo. 

Well , it makes 

But he said that it is quite embarrassing to him up 
there . He's had quite a time the last two day s. 

We ll, I 'm not worried --

You're not worried about that, but - -

No , but to have you back again as one of ~ principal 
assistants will be grand . 

Wel l , that's very nice of you to 8ay, and t e ppreciate 
it. I ' ll be glad t o be ba ck. 

Well --

But I think it ought to be announced just a8 soon 8 8 
possi ble now in view of all tbia churni ng. 

0 . IC. 

Yeah, fine . Thanks a lot. 
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!Ueo~, Karch 7, 1939 

Dr. l!u Shih, the 11ew Clrll1eoe .bbaaaa4or, called upo11 the Secretary 

to~, llr. Lochhead aloo 'be ill& preoe~~t. Dr. l!u Shih expla1118d that he 

bad 'bee11 preve11ted !rom calling earlier becauoe ot the oeYere heart 

atteek wbich he had euttered, but wan~ed . tc take the !irot opportUII1ty ot 

letting the Secretary know how .ncb he appreoiated ·the aooiotallce which 

the Treaoury had CiTell to Chilla, u peciall;r ill arranging the loa~~ ot the 

!xport-18p0rt Bank to t he UII1Teroal 1'rad111& Corporatio11. 

Be poillted out that the gra~~tlllg ot thh lou, coal~~& at a tiM 

wbe11 Chi~~e'o tortulleo were at their loweot ebb, had had a trame11douo 

poycbologicel ettec t 011 the people ot Chill&, the i•porta~~ce ot which 

would be dl!ticult to eotl•te. The Secretary auured Dr. l!u Shih 

ot hie COIItilluad illter .. t 111 Ch1l1a a~~d oboerTed that it wao a hopatul 

lip that the deeocraci u ot the world appeared to be 011 the upward 

path. 
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THE COUNSELOR c:K THE DEPARTMENT c:K STATE 

WA!JHINOTON 

Marob 7, 1939 . 

Dear Mr. Secret ary: 

Upon the r eceipt of your note or ~;arch 3rd 

102 

I co:nmunicated wi th the President who approves 

t he appo in t me :1t of :.:r. Arch i o Loclche ad as a 

:eober or the Board of Trustees of t he Export ­

Import Bank in succession to 1.r . :iayne C. Taylor. 

Appointments to the Executive Committee ar e made 

without reference to t he PresiJent and I have 

no doubt t hat i.:r . Lockheed will be named t o t hat 

Collllllit t ee to take !.;r. Taylor ' s place . I have 

communicat ed wit h t he Presi dent ot' the Bank and 

probably he has already notified ,,,r . Lockhead 

or the action tha t has been had . 

Yours very sincer e l y , 

Tho Honorable 
Henry r.:or genthau Jr ., 

Secretary of the Treasury , 
Washingt on , D. C. 
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!uead&T, llal'Ob 7, 1939 

llr. Snow ot Ula F...- CrdH .l4aillhtrat1on telephoned ruterd&T 

and ateted that tbq whbad to Bake IUl ottarinc ot debenture• ot the 

raderal lntel'llediarr Cradi t Banlr: in the •aunt ot $20,950.000, 

maturing in ah:, eicht IUld one bal1', IUld alnen 110ntba, reapectiTelr • 

.U t be7 ban $7,000,000 in •turHiea on llareb 15, Ulla wou¥ repra-

103 

aent approx1•tel7 $1J,OOO,OOO new ao.neJ. !be ratu at which tbau 

debenture• are to be 1aaued are . 20, . 25, 1111d .JC>l' per..,...... reapectiTelJ. 

Alter clearinc with Seereterr llorcentheu and llr. Bell, adTiaad 

llr. Snow the !reaaurr had no obJection to thia offer 1t announced 

no t earlier thllll 'l'llurad&T, b7 which tiM Ule 'l!reaaurr'• retundinc t:4 

llareb 15 will be COIIplatad , 
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Jlaroh 7 , 19 J9 

ll;y dear :l r , Pre81dent 1 

I hasten to &Pnd ;you , by hand , a copy 
ot "?alter L1ppr;ann• 1 art1ole , "The lleceee1 t7 
tor AmPrioan Recover,•. 

L1ppt:lllJ\n exp~uee in h18 col u1111 toda)' 
the eame ph1loaoPh7 towa rde t he preeent world­
wi de s ituat ion t hat I tried to explain at 
luncheon ~ith you 7eeterday. I wae particular ly 
thrilled in r eadi ng what he had to aay aa I haYe 
had no communication with h1• on th1e subJect. 

~7 I eay tn olos1ng that I beli eYe 
Li ppmann 1 h1t th§ bllll ' a eye • and I concur with 
hi e t houghts 100~. 

'l'he Pruident, 

The Whi te House. 

Ver,y ainceroly yours, 

106 
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:11 dea r ltr . PreA1dent 1 

I hasten to n~n~ you by hand, a oop7 
ot nnlter Li ppmann'• a rt1oie, "The Neoeeelt7 

: tor Anle r1 oan Reo oYer)' •, 

Lippmann expreuu in h1n oolwm toda7 
t he same ph1loaophJ towarde · the p~eent world­
wide Bitaati on that I tried to explain at 
luncheon 'fi t h you yuterday, l wae particularly 
thrilled in readi ng what he had to eay ae I h&'l'e 
had no oomnun1oatlon wi t h h1• on t h1e subJect. 

uar I lilY in oloelng that l belieYI 
Lippmann h1 t th~ bull 1 a eye • and I o on our w1 t h 
h11 t houghts l<><>;~o. 

The Pree1dent , 

1'h11 '11111 t e llouee . 

Very sincerely yours , 

:c7 
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l!aroh 7. 19J9 

1J¥ dea r l.lr . l'r e91dent 1 

I hnston to o•n~ 1ou1 by hand , a oop7 
ot ·tolter L1pp"'.ann• s art1ol e , "The Neoess1 t7 
tor ~~erioan Reoover,y • . 

-

U pp!JlUUl elq)l'fl UfiS 1 n h1o o olumn t o&Q' 
t he an.'!ll! ph1loaoph,F totrn.rds t he present world­
wid e o1t UA:.1on t hat I tr1ed t o explain at 
luncheon o1th you yes terday. I wa s pnrt1oularly 
thrilled 1.n rend1fl6 1ri\&t he hAd t o s~ &8 1 hnYe 
bad no ool!li'IWl1oat1on tr1 t h h1m on th1a oubJeot. 

l.lay I 81\Y 1n olofl1nr. t hat I be H en 
1.1 ppmn.nn "Ill t th' bull • o oyo • o.nd I oonour w1th 
h18 t houghts 100;.. 

The President , 

Tho '1111te Hous e . 

Vor,y a1noo.rely youra , 

:oa 
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lmf YORK HERALD '1'1\IE.r.~ - l•uch ? , 1939 , 
. ~ 1 

[ TODAY and TOMORROW1·.;::~ .. ~h~;.:~ . ..hleh will brtnc prcmptiJ Into a,c... 
Br WALTER UPPMANN ,tlon tlle ..,. ... or a.,..,....,..., In A.muiea. What lJ needed and 

· The Necenity for .Am!"icon Reco11ery -=tom::= ... .=,:.='":; 
N

o DOUBT I\- 11 true Lhlt over tn tact. ctepreulon ln the outer veJ'bll a.aun.nota. but an aeUon, u 
and abOve the det.errmta tQWotld, atnce U. ertatet unaleable aur-tl~hoe as his embarco on lOki tn ~onom.te reoo•ery tn th.ePIUiel of raw maLertall, il a aublleb' U1C JPrlnc or 1133. which will ct. UN 

UnHed Statu, there are the areate(to a rerlme like UUt. of the Nulalthe rnumpUon ot private lnnat.· 
deltrttnt.l of t.he tnt.ematlonlll race• •hlch opent.tt on forced labor •t.lment, The only tbtnr which wm 
ot lll'mamenta. the unending serteahomt e nCl. b1rter abroad. But 1t. 11 a;aure: brlnc Lt1at. a.bout qul.clr:Jy lt 
or dlp1omatJc crises. and the world-dl4uter t.o the free nllUona which~ do er lnve'}O" and s-peculators the 
• •\de tear of ..,.r. In every lmpor ... mt.llt tUJtatn thttr umameru. pro .. "v uct.ment. 0 

pro.ftt.a lar1e e.nou.ah Ul 
unt. decllton that. the gove.mment.lt"aml, and care for thf1r unem-1 ereome t.helr tnerUa an<l thtlr 
ha.a to make, In every lmportt.n~Plo)'td out. ot t.he tneome from th~ ran. • • • 
rommltment that. buaines& men andlrte uthanp ot cooda. 'ftl banlcen mtaht. eonaJder. Lh~tre 1.1 t.he. • • • 1 d 

11 
ii:"e or policy mott. cert.aln 

,rovt.ao· wut the decision be riJhl.1 ° 0 
t wouJd be: the rtpea.l or 

, ,Ul th~ lnYUtm~tnt be aa!~t. u \hfl ... !'• m&)' 10 further and u.y thatthecapltalplnstu. No doubt \here 
.-orld loti to W'll'? j""' reuoQ •h7 U\e danpn of wuare ~rt'tlcal obJtctiOna \0 thll. are 10 mutb ltu tocl&J than t.MyBut. evuy tiO&d ancl dediSvt ttf'Ole 

Yet tt ta eq'OallY nve. and pne ~t3"e 1ft the autumn it that ~ aome d.fadqn. t.a.cu. Tbt QUH• Uc.Uy tt b muth mon 5J.Cn1fk:t.nt catJonl appev co be wf~tion !s whe~u. ctvm the tot.al &It­
tha t a ltnut.ne Cull rt'COTelT in th~the. nee 01 .,.am.mt.a. Ko doubl.uatlon bt:re anO lo tM wor-ld. a 
Untt.td. Statu b the crn.ten con•tbt nee ot ~ntall a hJdeouSClukt resumption ot ~PKUlaLion and 
tributkln lhat e:an now be rn.&.de t4110ute or lM WMlt.b of au.nklnd· theinftSt.mtnt ror proftt WOU1d not~ 
tM preTffltlon ot war. Rco•ery hlOftb' lblnl that Clln be aid tor·,, 15dace tmrne.dlate and aerw.nl brtnt• 
Amniea La In t1et tndispenable tothat It 1.a ehtaPtf and tea hcwrlbtal'lt.a that outwtl&hed ~\he lh~ 
lhoe defense of law and ord.t'l' tn thelh&n a. war or than wrrendfr ,0 tcal dl.sadvantaaea. 
outu •·orld. to the coNOtidation or acgruaion. And a.lnce th.tre ll no I thlnk U. 11'0\l)CI. n RtmJ to me 
that detenntna.Uon. wb1e:h 1a now known ,.,1 or diiCIOUr'qifll arrre•· that ~ a.hould AJ' CO OW'Itlvtt that 
manlteat In every country. to ddend&aon ucept to demonaua~ that th~tht resumpUon ot private lnvttt• 
the peace aaaltut. aa:gression andaaa:rtu.lon tt.nnot. be tucc:eu.ful, Lhement is absolutelY neoetMr)', t.M.t 
r-evolut-Ion. There hu bee.n a. radkal~ none or our other prob,r.ma ean be 
Improvement. Jn the tnttmJttonal nnament. Pf'Oil'&ml are \he leut otdealt. with unlt:u ••e e..n brlnl about 
~ltuaUon durlncthe pa.st.two months. the J)OrNible evita. the resumption ot privatA Jnvtlt· 
But thla lmpro\·emenl. can be maln-L But. thett procrama cannot. be car-ment.. Ir that. l.a troe t.hen we out·M 
talned and advanctd only tr In t.he~ied out. b)' trH natlona unleu theJtO use whatever mum art ntcet· 
United State& tho u•~employed men. are a ble to put. aU their ruourceasary to a.ehleve the end. Wo thotlll\ 
the narelatly employed mtehlnes.llO work. They alrn.pty cannot. d orctmalte up our mlnda thJI. wh•t 1.1 at 
Jt"\d t.he re.aervu of Idle eapital a.re•to arm at. such C:ll&ntlc COlt and a t.atake l$ much too Important. to be 
broutht Into producUon. t.h.e aam e Ume au.pport. mJWON orJeopardized by ,haU meuuru. We 

• unemplOyed, run their lndUitrle1 onhave not he&lt.at.ed to aubtldlte the 
part Ume. bur, t.h.tlr COld In tM;farmers ncx. \0 produce; W"e OUCht 

'nlt Ameriean eoeonom.1 f'fl)rat.Qt.a ground, and frttll up t.hetr e:apltalPOL to hesitate to aubiJCIIM bv meana 
approx.lmately half or the commer• tn the ba.l.\k.t. And IInce the Am.ert·'ot druUe taX rdorm tht lnchJttment 
d al capacltJ or the world. For that can ecor10m;1 1.1 tha crtatat tutor to the "eapitallata to lnYfiL. 
reaaon dtpraslon and pi"OQ)trltf mtn 1M f'ICOflOln1 or tht wodd. h wUl Por tblt proeptrlty which C.hll wll· 
I he O"nlt.ed 8tata hne an enormou.a,be 4edded "Dr what. baPCMN ~wrellnanesa a.o I.D'f'tst bOkll.J can brLDI 
and probabl1 a d«bift. inftuenoe•betbu UM wbo&t workl·wld• etrort.LO us . and._ t.o _. liM .odd ia_ 1nd.ll­
upon the tcOnom.~ ure ot aU u.eb to bt IUI&ai.Md Jon& moua:b. to ~~""t:ftt'TW'btre at &.b.1a umt to 
other nattonl that ckpmd.. mueh auccaat\&1 ot whe\Mr u b t.o Wthe maint.en:anc'le of pnee: aDd to tbt 
more than 1lrf: d.tptod • ..apon nonna).I&OPPtd Mel rv.1..Md bf bukruptcy"reeton.UOD ot order. 
lntf'ma~kN\1.1 trade. There ls Utueand economic collaPM. 
doubt .. tor uam.plt. that. the aeTert.. • • • 
Amttitan a:tump of 1t37 1I'U one or lt the Pruldtnt woukl loot a t thla 
I he ca~• of the la.menta.ble weak• aJtuat.ion In tl.a laJ"'NS. and mOlt 
nta or Oreat. :Srltaln a.nd f'rt.l:'le:elt.lt~anllke upec:a. be m\lli. aee. 1t 
tfurlna the aummer or JSI38. Not only aetma Ul mo. how much La at ut.e 
did the aentra1 economic deellne ln the prettnt t.CitaUon Cor recoT­
"~•ravate the economic and soeial ery. lt la noL only a QuuUOn of 
dlmeu.IUea wl~htn France and Great.poliUcl at home, nor of the conCU­
Brllaln; the fall In prlmary com- lion or Lhe American budce.t. nor or 
modltlea prices en•bled. oennany,thta or that meuure of the New 
"''hl.ch b orcanlz.M not. for normalOeal. Theae thln,a are Important, 
trtde but. for be.rter, to obtain ac.but much more Important. Ll to 
knockdown pr·Jeea lhe ,......,. maltrlaLs11ve to 'he IJnmenaely hopetul move-
lor the a.,rrn.amtnt. pr~m. ,me.nt. for an honorable world pe1ce 

• QuJct and aublt.anUal eeonomfc u ­
&l.ltanee. 
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hi. IHSTR!BUTION OJi 11 DOhS ! T CONTRIBUTE 

TO fi bCOVERY" SIGN 
Yarch 7, 19)9 . 
9 :1J a .m. 

<' reaent : 

H • • • J r: 

ri . :>l . Jr: 

Vb.S t ,>n : 

n • .J . Jr : 

v (!S t on: 

ti . J . Jr: 

vaston: 

o~rs t<lotz 
Jlr . Gaston 

rlDut I HUnt you t o do, and I tnought you coula 

go; t bryL•n to heloJ you - I want to mercnandise 

t.het tiling : "!Joes lt contribute to r ecover y?" <> ee? 

Nv.v, I m~:ntioneo lt t-> the l"res laent yesterday end 

r · ~ l tke first t hing i f you would take one over , 

a couple of tnem over t o ~eeve L~rly, see? hnd 

ttn'ether the !'r esident wants t o put one on nis 

oesd or no t - but Gt least ~ sai d 1 1 d send one 

o ver . 

I wan t to :~end one 191 th a letter f r om me t o every 

member of t.he Cabi ndt, e very neaa of every inde­

pendent agency, see, and t o the uemocratlc l eaders 

in tne tienHte ena tne douse . 

Un-nun . 

~ome t hought liKe t ~is : "~n vi~:N of the present 

s itua tion, I neve had t his enclosed car d - •uoes 

It Contribut e t o Hecovery' - placed on a pr ominent 

place on my des" . The thought is th~ t as various 

proposals are brought t o my attention, before 

exam ining t nem I a sk mysel f th e question, ' voes it 

contribute t o r ecovery? ' nnd i f you will concur 

in trois tnought, possibly y ) U ·;;auld like to pla ce 

this sign on your desK. " bee·r uometning l iKe that , 

s~e? 

Un-huh. 

'-11<> than tn"' thought tn11 t l Dt<d was - and I wanted 

Bryan - '/laS the possibility of ge tting uut u letter 

to the baby aond people, and when I 11ri te these 

ijaby bonu veople to put somet h tng l ike tnis in, t nd 

t he ,>;>ssibili t ) of alPybe ;>uttlng e sticker in, s ee? 

No, I don ' l 11~e it e t all, but I ' m talnking a bout 

lt. 

hll r i ght , you thinK about i t . You think about Dr yan. 

I wouldn ' t think of putting &ny thing in daby Bond 

stuff except :J tra igbt Daby bond pr omotion . 
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n . :& . Jr: 

u~<ston : 

n ... I . Jr : 

Gcz t on: 

H. :.. . Jr : 

u:..ston: 

H • .!.Jt• : 

( 

UtJ ston : 

H. ,.t.Jr : 

uost o n: 

n . 'LJr : 

'-'ustnn : 

I:J • .I. . J r: 

rt . :. Jr : 

( GCI.>ton: 

!13 

- 2-

,;el.L, taut ' s all right . Think about it, a nd I ' ll 
t alk with you a na brya n tnis af t ernoon . 

Right. 

nnd .ve hr.v e the l e t te r wnere Ne t a l k about the -
i can t a l k a bout thut just as well as urging a 
J'ello11 t o buy the Daby l:lond . 

I don't think so . 

,, ell ... 

i f y j u ' re going t o tL l~ abou t thct , you might as 
well t&llt a bout Pf•Ssing tne reorganiz&tion bi ll 
or cuttllli do1m Fe\lert. 1 expenu ttures - much more 
a ;>pr opria te : cuttlns 0011n F'ea er&l expenditures -
or ;;&1~ :..bout tn" t ax b i ll; or, in other 110r ds , 
ge t out & neNspt per. 

I\ ell , t he o r igint. l i deo of t he Baby Bona was t o 
~ret.te a r entier ~lbSS so they could be t here to 
a ppe<..l t o in t imes or e•nergenc y, anu thi s is a 
time o f em~rgency . 

•·o , I woulan 1 t ,>UI. i I. tnere . 

nll r ight. una t t. bout sena1ng it to the t'resident 
t. nu senairl!l it t o tncse . people? If you have &ny 
4uest~on1 1 1 11 Juzt wri~e r letter t o the Presioent 
end sena one over t o nim . 

I 1 ll t eke it over tncre . 1 1 11 taKe it over there; 
1 • 11 be dellghteu to . 

To .:ot .. ve . 

.1. 85 1 SU J'& . 

~ ua .. ntioned i t to the Pr ;;.sident a t l unch . lie can 
thro,v l t in t ha ~sh can if he .... nts t o . 

Sure ue c~on . 

~. act? 

Sure . 
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o. l.> t .: : 

ri . ... . Jr: 

!\ t o t z : 

H • . .L J r : 

Ji:lo\...: : 

U b St.:)Cl : 

H • .! . J r: 

v1.1:1toa: 

,\ l.o t:c: : 

c n . t. Jr: 

'"' s t.>a : 

n . ~ . Jr : 

"l )tz : 

n .. J.J r : 

o. J..,)tz : 

n . ..! . J r : 

vas t oo : 

Gus t on: 

( 

-J-

~ou naven1 t askeo f or my opl.nlon. Khy ! ? 

I" lease . 

114 

I 1 a senu lt overt~ the Pr esident, but I wouldn' t 
send it to tue other egenc1es • 

.1. 0u woular. 1 t? 

"'Y instinctive f eeling 1s not t o . 

... reuc t agulnst it ver y str~ngly, toe Nnole tnlng . 

~ven to t he rres 1uent? 

I aon't mine senaln& l t to him, in,.smtich. tcs yuu 
.,, v., it to the boys . 

You S?oke to nim rbout it . 

I t ooK your aa vice y~~terJsy ~bout ~ag ill ' s 
re;tort . 

.._ es . 

I would liKE< \.o reec :dllg i ll •s r"port t o see if 
taer e ls som .. tn ing Ne coulu s~y . 

r tal~ Y'>U 1 ve g tv en it. t o tnc boys a na lf any of 
tne ~ther ne&us .>1 eher.ctes Hut .A. t , th"y 1 11 g., t 
tnec . 

You ~oulun 1 t send 1t t .> tn~ ~resiaent? 

'.ih~· t ' s just betr~een tne \..vo of you . J.o&t I don 't 
fetl so s trungl) a~&ins t . 

VI' cour sl' , l na vln6 done ic, ne isn• t going to ao 
1 t now . If I h&a g i ven it to him first •••• 

rle :night . I Jbubt t ht• t ht: 110uld . No, I think •• • 

.. n& t 1 s your ,>oint in sena11l8 .•• . 

I tni~ if you were running a newspaper or sal es 
t~gency or anythin~ lLte that, in private business, 
I tni nit this woulu be swell f or you t o do . 
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c! . :.: . Jr : 
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Don ' t g ive u p - I mean jus t bec&.us~ we don 't 
agree with you . 

I kno.·l J>a r ly isn 1 t going to like it . lie isn 1 t 
going to ha ve t he President ge t on boa rd some thing 
where I 1 ve go t the cr eom . I meun I know t hem so 
well over the r e . ~ou s ee , tney boxed l t in t be 
'limes nere . 

..Jn the str ent;tn or tha t, I certainly woulun • t 
sena i t t o t he he& us o r agencies . tnyone who 
.\l.nts it ct.n iu. ve thli ~ r ecopied . 

I toi!lk you go t 1t ove r r.nyoo1' ; got it in the 
neNspr.pers , got lt on the front ~age o f the 
'll:nes . S.:>mt:bou; :>n tne outside - 11' I Whnted 
t o ~romote tnis u little, I 1 c ge t s ooe friends 
t o get bola ot' some people on tne outsid e t>.nd 
ge t t a em to t~ke 1 t up r ne push 1t . 

~ell , thE person t o do it is t he agency in 
ci t. Louis . lle 1 .; BOt tne most <irive . 

Th&. t con.-lectio n i s too close . 

l:obody ' s goine; t o .. now that. . " hat 1 s h is nume? 

0 1 hrcy . 

'l'ha t I don ' t objec t to . I tninK it's e. smbrt ldea . 
o~t I wouldn ' t liKe t o •.•• 

iJ 1 Lrcy . 

t.ll rignt, aon 't t c ke it ove r . He 'll let it go . 
I aon 't thin« the r"res i dent :v111 lid:e it . O. t<. 

I' ::~ a frai d not, af t e r it ' s on the front poge of 
tne Times . 

All r ight. 
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!>larch 7, 1939 

I called Harry Hopkins last night to f ind 
out how he was feeling, because he had been in bed 
all day . 

I told him t hat I had gotten along well 
with t he President at lunch. 

He told me t hat the President had read his 
speech (t he President read it after he had returned 
from h ie cruise) and that tJiss Le Hand had told him 
t ha t t h e President liked it. 

I told Hopkins t hat we were going to have a 
meeting with the President on Wednesday on cotton 
and t hat I had suggested that he be t here and that 
he ought to get ready f or it . He asked me who else 
was going, eo I told him Wal lace. 

I t hen told him that I would like to make a 
suggest ion to him. That I got the feeling that t he 
President t hought t hat all business men were against 
him and t hat he, Hopkins, s hould pick out half a 
do~en business men who feel mi ldly disposed and should 
arrange that t hey s hould see the President as soon as 
possible. He said he woul d d o it . 

' 16 --
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liP TORI li7.R.UD ftliiOIIl! - II arch 7, 1939. 

[ TODA ~ <;~~E~~p~2RROWJ 
The 1Vece11ity / or American Recovery 

N
o 00UBT u.u tn.le that 0\'tr,: The Am&rlc.an economy re;~Mlnls 
and abo•e t-he deterrtn\.1 1.0 approxtmately h&U of the commer­
economlc reconry tn the r-hd capaclt7 or Lbe • ·orkl. Por that 

U'nlt.ed 8\aWS. Lhue are the 1ruttr na10n depJ"NNIon and prorspuity In 
detUf'mt.l of Lhe Jnte.maUona.l n~ the United 8 tate1 hue. an enormous. 
or arm.amenta, the ll.Mndl.nl aerltl and probablY a decSstvt. tn.ftuetlCCI 
or diplamatk ttbe:1. &Dd Lhe WOf ld· tii)On iM toOt"'Iftlle ure of an the 
wide reu of war. tn enry IIDpot• oc.htr natJona \hat depend.· much 
ta.nt. ckclaloo. that the IO"tmment more t.han .. d.tpend. apcm DOr1D&l 
hu to make. 1n tYer7 ~n\ tnltrnaUonal trade. Tbrre ta Uttle 
a>mmltment that bodn .. mtft and doubt. tor ua.~QP.._ that the wnre 
ba.nku& mlcbt CONidc:r. Lbtre b the ArMr'tc:aA llum:P ot tm .... oni ar 
proYI&o: 1riD the declaloa be fllht. thot taUMI ol \be l&me:fttabJe wnlr;­
wUl lbt inveatmtnt M ..rt. U the nut of Ortet Brttatn &Dd. P'raDte 
world aces 10 ....,, cturln& \be IUil'IJl\U of sm. Noc.oal'/ 

Yet IL la cquallJ tnat. &.ad. JRC• did lht ttntral economic declloe 
Uealb It l$ much more Mplfttant, accn•ate &.he economJc an4 .oc:tat 
uu.t a p:nuW rull recoff-1'7 tn 'he dlmcuiU.. within. Ptaace a.nd Oreat 
UniUd Stau. 11 the creatac. oon·ollrltatn : t.bt taU tn prfmUT com· 
tl'lbutJon that can now be made toltnOdiUea prlcea mablt<l Germat'IJ'. 
the prevmUoo ot war. R.eco'ttr)' In whkh 11 orunlted not for normal 
Amr:ric& 11 ln fact tndJ.tpenaabl~ to1trade but for ba.rkr, to Obtt.1n at 
the deferue of law and order 1.1\ the knockdown prtora the raw mat.ul&b 
outer world. to t.he conaoUdaUon or for the armament profP'm. 
tha~ CleterrnlnaUon, whleh ll t'OW In faet.. {epreu:lon In tbe out.er 
manlfe$L in every eount.rJ, to defend •or ld. alnee lt. crut.ta urualeable aur­
tbe peace againat. adrtNkm •nd pl1.16tl of raw materials. ta a a:ub$5dy 
revoJuUon. There hu betn a rt.dk,_l to a re1:lme like that. ot the Null 
tmprovement In the lnt.enuUonAI whleh opei't.\et on forced labor at 
lilt.uaUon dur1n.a: the pul two months. hon1e and barter abroad. Bl.rt u. b a 
Bu~ this lmprovnnent ean be main· dla ater t.o the rree nations wblth 
taln~ and ad:'f'an«d on!J U In tht! muat. auttatn thdt armament pro­
United. States the ununployed m"n, lrtm.J. and eare for their untm• 
the partially emplOyed machlnu. ploye<i ou1. of the lncome from tbe 
and Ute tutrttl of klle capital a re f'rte exchanp 01 eoo¢1. 
brou&ht tnto producUon. • • 

we mas co turtbn and a y that 
t.he l'ftiOn • b.J Ule ~ ol war 
are eo atueb iaa today than tbe7 
.. ,,.. tn. tbe aO\Um.Jl is tbat tbt 
pulfte naliooS appn.r lo be w1nnlnf 
tht raoe ot at'~D&~Dent&. No doUM 
tht ft(lt of arma.mmta b • hideous ••11• ot t.he - nl1h or mankind: tht 
onl1 lblnt that ~ be ak1 for It is 
tha\. u. 11 ehe~ptr uut lesa borrlblt 
than a wu or lhaa aurrtndtr to 
aurtaion. And atnee there Ia no c,_., ••1 or cUscour&linl a.urea­
• lon eKCept to drmonacute that the 
••~a•on cannot be sucot.Aful, the 

. 1 
- - 1 
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SEcretary of State, 

1/oshington. 

60 1 Mar ch 7 , 2 p . m. 

ORAY 

Rio dE Janeiro 

Doted March 7 1 1939 

Rcc 1d 12:30 p. m. 

The Bonk of Brazil has announced that i n viEw of 

119 

the quotn having bEen exceeded i t wi ll not accept payment 

in compensation mnrks for shipm Ents of orang es to Germany 

until further noticE . Pl EaSE i nform Deportment of Commerce. 

SCOTTEN 

CSB 

.. 

. . 
... 
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FOR RELEASE, WI\NIID NEVISPAPE!lS, 

Tucsdt>.Y I !!arch 71 19)9. 

Press Service 
No, 1(>..6/, 

socret4ry of the Trcallury l!oreenthau announced last nl8ht that the 

subscription books for the current offering of 1-1/8 percent Treasury Notes 

of Series S-1943, 2-1/2 pereont Treasury Bonc:la of 19~52 and 2-3/4 percent 

Treasury Bonds of 1960-65 will close at tho close of business Wednesday, 

!larch 8, 1939. This offer~ i s open only to the holders of Treasury Notes 

of Series A-1939, maturing June 15, 1939. 

Subscriptions for any or the three issues addressed to a Federal 

Reserve bank or brnnch, or to the Treasury Dopartmont, and plnccd in the 

=11 before 12 o'clock mJ..dn18ht, l'lodncsday, l!arch 8, will be considered 

as having been ontcrod before the closo of tho subscription books. 

Announccn:cnt of the lllllOUnt of subscriptions and their division among 

tho several Fodc:ral Roscrvc districts will bo made lntcr. 

-cOo-
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Lett wi th me by Mr. Bramwell ot the 
Br1t1eh Embeeey, Warch 7, 1939, 5 p.m. 

~"'-.V. 
:.21 -

61'111 *"' 
A aoaere\e ~- baa aow "-- wone4 o~a\ 

ec recerta a Chlne•a ~~eneJ e\a~lllaa\lon r.n.. 

Mr. ()J71l Roc•r• ot \be Bank o t '<ftclallll h eon..UUnc 

'"• Clll .... ()o••~n\ en4 '"• eoe-nh ehoule ~ 

..,. be•• •••• pu\ 1a\o proper le1al ellape. Tlla:r will 

a onal•\ o t r-

( 1 ) AD acre I I n\ M\WHil \lie !IOftl Xoq alld 

S'>aftCbal Balllt, \lla Cllarhrecl llaak ot Illdla, A\&8\J"alla 

aM c~aa. \be Balllt o t C"hlaa &ft4 Ula - o t 

c -lee\loaaa 

(11) AD .,,._nt N\WHft \lle Uftl\ecl 1(1014-

Tr n aur:r and t h a !IO"i Kolll end Ohaqha l llenlr. and \be 

Chartered Bank o r Jnclla 0 Aue~rella and OhlMI 

(II) Uncler\alll ng a \ o be &hen bJ \be Ohlneee 

ftle 1 ft\er-ltelllt ecreuaftt will pro• lda t he\ 

\he 11aa1r. ot ~- encl tbe Bank o t c nmn' eeUona ehall 

Jolat l :r allbMrlM tl•• a1lllon pollncle , \ he ! OBI loBi 

... ~ Bank t l>rH a1lllon pollncle, ancl \he 

Char\11re0 1laU o r la4la, Aue\ral la aM China two 

a1lllon po.acl• \o a e\ablllaatloa ~ .. o t tan a1111on 

pOIIncla \ o M 11aacl t or exohance operetlona t o preftllt 

11114118 tluotua\lona ln \he aterl lftl •allla or the 

chi .... eouu. ftla twwt wlll be •aaaed bJ • 

o~t\n 111 11..., l oftl a..,o..O o t two· -"en 

rel)ra_u., tba ~ .... uo•e,._11\ balllte, one 

repre-'l..al \M ......... an4 8baQCbe1 ~u. one \he 

Cllar\ere4 laM ot I8Ala, A .. \nlla end ~- &ft4 OM 

-aa\e4 bJ the ~-- OO•a......,t l ll .,_., wl\h 

\he/ 
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I' ~ .. _ , lJ 
' -a- • 

tho uane4 Uq4- Trae...-7 • .,. ort \b \bo -alfro"l ot 

Uo llo~ a. .. e..e Slla..,.d Benll an4 \bo Cllarh"' &Ink 

or In41e , Alle\Nlle •n4 Chlne. n l e 1Dhn4e4 \he\ 

wr. c,r11 Ro1 era ahould bo tho Cblne .. o overaaeat 

n~nea. 'l'ho r:h1Mea Oove r-n\ benlte oan4er\alto \ o 

paJ 1n\area\ l n a\er11n& • • • r7 e lx aon\ h e t o \bo Bona 

l::ona en4 8belllthe1 Benk and \be Charhr ed Be nlt o t ln41e , 

Aua\ ra11a an4 Cb1ne ( \be re\o ot lnhree\ 1a a \ pra .. a\ 

Wldor 41eouea1oo). 'l'bo e&re-\ 1a \o r-u 1o 

r orca ror \ae lve .co~• &Dd .. 7 -. reo .. a d tor tur\her 

per1oda ot elx aonthe pr ovided \he Cb1oaM G<)yerao:ea t 

baiiXa lo •1re-o\ •Uh \he Cb1neao Oove ...,.ea\ or the 

Ilona Kona aod Sl>aaallal llenk ..,., t~•• Cher hre4 BaAl< 

ot ladi!l , Aue\ral111 u d Chloa in .,reeiMtl\ wi\11 ~· 

Vn1\ed Kl nadoa Tr eaaurt a&J at aft7 \lme de\ e ralae \he 

esre-eo\ b otora due de ta. frbeo \ ho t'wld 1a • ouod 1111 

ell eeee\e are t o be dlYlda d 8aoDI \he l&aka 1ft 

~ropor\1oo \ o \ hei r or1ilnal e Wbaorlptl ooa. 

?be ?r•••art ••,..-' proYidaa \ he\ ohao 

\ ho l!'lul<l l a a oW>d up \ h e Treuurt aUl reillburea \0 

\he iiOD& Koo& ud Shao&hel &ult and \he Cllar\ared 1laAit 

or 1J>c11a, AUa \ l'all e and Cb1Da U7 lo .. 1DGUl're4 b7 

\he~ and \he\ \he Tr•••lll'7 a1ll auer&D\ee paJ .. D\ ot 

lo\orea\ \ o \be Hooa hona end 8baD&ba1 &aDk aDd \lie 

Ch•&' \ Ul'Oid llatllt or 1J>d1a, AUe\reUe aDd Cb.loa. Tl>.a 

ba.U.a earee \o aU} )JlJ f"ull ioto ..... \1 0 0 \ 0 lir • ~-oaera 

&DO \o ue• •Mtr .... ...... o,.re \o .. ..,.. &.b• p·r\JIIIIea\ 

I 

aod d laln\ t rea\ed c enaa ... n \ ot \he 1"1IDCI. Tbaee \eo 

e.aree .. o\a • ould o- 1o\o r oree u aooo •• l.lla !rcaeurt 

he .. reaelved -\bori\7 ,.,_ hrl1-\. I\ dll e o\ be 

poeelbla tor lo1lalo\loo \ o bO v•aOOd ~\11 3Uat botoro 

>•e\er/ 
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f>AO\el' 0\ \bot Ml'l1 .. \ ( M d 11' U ·-~ M l*uecl 

ber ore Sae\er 1\ 1o ao \ llkel¥ \o bo paeeed .. \tl 

\ ho b•llDAiAII or 11117 oor1na \ o \1\a r:euor bol1da7W.) 

-

Tb• Cbinaoo oo•er-a\ would uador\oka 

\ba\ dur1na \he 11r e or \he tuad \helr ••~• and 

a onota1'7 pol1e~ •111 bo Ceol,.e4 \o .. ln\aln \be 

o\abl1lt~ ot ;bo dol l ar l n \.rae or o\erllnal \bo\ 

\ he ~lneoo Oo'forDCan\ and 1\o .. onolao wlll bu7 and 

IJIIll roretaa ouhldt• \hrou.sb oae ot \ ho beal<o repraoen\ed 

OD \ he ol>o'f.-.a\lonecl ..,_ UOOJ Olld \ba\ 1M>¥ tore111'! 

eaal\anao oequlrod lD oxoooo or l ... dlo\o eoaai~an\o 

olll bo pald over ~o \be tuad oo 1001 .. lto o\erllng 

aueh oro leoa \111111 Len 1111ll1on ,..... Further , 

\he C:: bln••• 1\ovet•DruonL woul cl undo• \aka to ¥UI'Ciuoao 

DrHloh baDidDli oharoa • Hh tLf1¥ .:1\lr.eae dollar "nato 

e \ \he rate or \be de)' on ohlol\ \he tuad h wound Ull 

unlcu e<><te other arrrua,:o-u\ l e O&J"'Cd beUeen llh 

MaJe0 \7 1 0 OO'fOI'DQOII\ aDd \be rA lneoO QO'fOI'DDen\. 

Aa ....,ounc-\ or \be toreaolq orr ana-n\ 

ol\h the Chlneoo Go'fernften\ •111 be .. .,. 1D \he UD1L~d 

Unsdoa !'orll-\ o\ 3 . <16 P••• (Onanolah - an \1-) 

OD \ he etl\ Ua rch. 

DIHt"I!I!t •• l li.IASOY, 

OA8HIWO~"' ~· C . , 

NOI'ch 1Lb, 1939. 
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The Pree1dent nanded tn1e back to ae. We are 
to get a different kind. of et&'BIIIInt f or nia, 1.1101r1~ 
wnen we will reaon tne t:50,ooo,ooo ,ooo l1a1t. 

124 
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TREASURY DEPARTMENT 

WASHINGTON 

l.larch s, 1939. 

The President 

of the Uni ted States. 

~ doc.r IJr , President: 

In accordance "ith our understt>J>c'.in<: I aa transcitting 
hor""i t:O a atntement aho'lrlne t he ai t uatioa of t he Treasury wi t.h 
r eQll'd to t he debt l1al.tat1on as of June JO, l 9llo, based on the 
l 9llo 'ou46et estbates. You will note that t :Oe ':'reasury can probnbly 
finance t he propoaeli deficit under t he present lilllitation of 
$4?,000 ,000,000 , but that it "ould not be possible to finance the 
defiei t tmd carry 011t our nor.ID.l refUnding operations in l9llo under 
the limi tation of $JO,OOO,OOO,OOO on OlltotAndine bonds. 

You also asked me to f'urnhh y 011 the amount and sources 
of funds that f1J/XY be expended without e.n:r effect on t he debt limita­
tion . Thi s inforttntion i s as follows: 

Stabilization fund (cold) •••• $ 1,800, 000,000 
Thomas currency •••• • • • ••• ••• • 3,000, 000, 000 
Additional silver certifi-

cates which ma;r be ia­
aued under t he Silver 
Purchase Act •••. • ••••••••• • l,4oo,ooo,ooo 

'I'otal • • ••• •••••••••••• $ 6,200,000,000 

In addition to t :Oe f or egoint: it 1a poaaible for the Recoo­
otruction Finance Corporation to sell ita obliga t i ons in t he aocunt 
of npnr oxime.tely $3SO, OOO ,OOO and r~~pey t he Treasu.ry the face 3l:lOII.Ilt 
of t he Reconstruction Finance Corporation notes which the Treaaury 
holdo no t ho result of advances to t hat neenoy. 

Fai t bfully your a, 

~clo!Nre 

... ., / .: 
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!!!!t ro WI HM!!''IQI. 

(la 111ll10ZLo or Dollaro) 

Totol """""t o! p.1blic dobt obllcati0210 llhicb eGA ~ 
itiWid \1114n tM 8oo011d L1'bert7 BoD4 Act, ao 
~. N1d 'IIIIich oaA be outottm41Dc at 8ZfT OM 
tiD• •••••••••••• • •• • •••••••••• • •••••• • •••••••••••••••• • •• • • ••••••••• • •• 

!otol srou p.1bllc dobt outattm41Dc Oil :hbraaq 21, "19}9 ••• ••• , • , .}9,1!59 

!a&ene tor accx.l 1Dcre ... 1A U. I . SaTi.a&'l BoD4a ••. • • . • • •• •. ·• !:&93 

Leu obl1"'t1011o not 1o.-..4 UDI!.er SocODd 
L1'bert7 Bond Act, ao ~~~~~ 

Pre-war deb\···· ····· ·········· ······ ········ ·· • 196 
llaturod dobt 011 which intoroot baa 

ceaae4 • ••• • •• •• • ••• •••••• ••••••••••••••••••• 
Debt beariDC DO 1Dtereat •••••••••••• •• ••••••••• 

17 
~21. 

JalancO Oil liai tatiOil Jobraaq 21, 1939 .. .........•.....•.•....•....... ... 

l attmatt4 debt 11auea Karch 1 - June ;o. 19'9 • • ••• •••••••••• • •••••• 900 

- Bot1aatod dobt 1o ... o JU17 1 , 1939 to Juao )0, 1~ ••• •••• •• • ••••• • ~ 

!OW. 
LIIIIWI(I 

• 45,000 

}9.718 

lot1aatod bolaDco oYoilablo UDd.er 11Jdtat101l oa JUDO }0, 1~ .. ....... ..... • 1,312 

.196 

17 
21.} 

1,500 

~ 

JOID 
JeDilWICI 

. . • )0,000 

26,957 . },~} 
},/MOO 

ltt~tt4 det1e1eDQF June )0, 1~ •• ••••••·••• •••••••• ••• •••••• • • •• •••·•••• •• • ••••• • ••• • •• •• • ••••• •••••••••••••• • ••••••••••• • 2.~ 

},/ 1DC1udoo ro:f\mdl.Dc operaUou. 

IOI!Ia 1boft Oll<nmt of cro•• dobt 1no11ldoo 'ODitld ltatoo la'rl.Dp JeDdo ot tM1r 116turitr 1'0l..e of 
. 2,135,000,000, tM ourrct roa.puon \'&lU.O of llh1ch 1o .1. ~3.000,000 • 

.LOOOOITS Mt! IIPQIJD 

M"" '• 1m. 
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Karch 8, 1939 

Keating at the White House at 
ll a . m. on taxes. 

2.27 

(First part dictated by Mr. Ranee; aeoond part, by RW,Jr.) 

Ur. Hanes: At a meeting with the President at the 
White House, Dr. Morgenthsu was present and Mr. Hanes . 

We submitted to the Presi dent the broad outline 
ot general poli cy to be pursued in the re~mmendations 
on the tax revision, ot which the Moat important are out­
lined as follows: 

Proposals relating to Corooration Taxation 

(l) Repeal t he capital s tock and 
excess profits taxes 

( 2 ) Repeal the limitation on the 
deduotion ot net capital losses 
!rom other income 

(3) Allow a 3-year carryover ot net 
losses (including i n net loaaea 
the net capital losses) 

(4) 

(5) 

Repeal the remainder ot the pres­
ent corporation income tax (to be 
replaced by new rate schedule as 
in (5)) 

Impose the following aohedule ot 
corporation inoome tax rates (in­
olud1ng changes (2) and (3) above) 

Under ilO,OOO -
il0,000-125,000 
925 ,000-50,000 
$50,000 and over-

17 percent 
17 percent 
20 percent 
22 ,peroent 

Proposals rel ating to Individual Income Tax: 

(6) Limit the top bracket eurtax 
rates to 60 percent 
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(7) Allow a 3-year carryover of busi­
ness net losses to offset against 
business income of later years 

:!.28 

The President was not receptive to the idea 
of a reduction of the eurtax rates from 75~ to ~. 
However, he was in a receptive mood regarding the 
proposed shifting of taxes within the corporate structure. 
He asked, however, that we bring back at the meeting to­
morrow a further b reakdown on items (1), (2) and (3) 
taken alone and figuring their effect upon the corpor­
ations in. the following categories: 

Under tlO,OOO 
From 110,000 to .25,000 
From $25,000 to $50 ,000 
From i~O ,ooo to $250,000 
From i250 ,000 to $1,000,000 
From 11,000,000 up. 

He asked further t hat we suoply him with data 
on the effect of taking items (4) and \5) on these same 
corporations without taking the items (1), (2) and (3). 
In other words, the President is interested in getting 
a complete breakdown of t he dollar effect of the shift 
in tax burdens upon all corporations listed in the six 
brackets above. He is chiefly interested in learning 
the effect upon the 153,000 corporations having income 
under $10,000, representing about 7~ of the total cor­
porations paying income tax 1n 1938. 

The President referred to our program as the 
Mellon plan of taxation • 

• • • • • 
IDI.Jr: When we oame in to see the President , 

I said , *How would you like to prooeed? 1 and he eald, 
'I want to get this thing straight aa to aequenoe. 
Where did t his whole thing start and, ' he said, 'where 
do you stand, particularly with the people on the Hill? ' 

I said, 1Well, the sequence, Mr. President , 
is you started it with your remark at ley West ' no 
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new taxes' and I was glad to f ollow suit, although 
in your Budget Message you had indicated from 
$400,000,000 to 1 450 ,000,000 Dew taxes and this 
waa followed up by Hopkins' speech. '•ell , 1 he 
said, 1 what is the aequenceT Have you any commit­
ments on the Kil1T 1 So both Hanes and I said we 
bad positively no commitments and had made no recom­
mendations and that we have not discussed any details 
of any t ax proposals and that outsi de of t he Treasury 
nobody had seen these recommendations . 

And he kept going over and over again. Ke 
said, "This is a matter of politics.• Ke said, 0The 
people on the Kill want to put us in the hole. • He 
said, "They will take your recommendations and say 
tr~t does not go tar enough and will go much farther 
and say ' Look what we did. ' • •e then told him about 
the letter which Harrison and Doughton had written us 
and said that after all in this letter they did ask 
us to make suggestions and I agreed to send the Presi­
dent a copy or that statement. 

{Note: The Secretary at this point called Mr. 
Iieley and gave h im a photostat of the letter to be 
delivered to Uiss Le Hand for the President.) 

The President said, 1 I t hink that sign you 
have up on your desk ' Does 1t contribute to recovery' 
is very stupid, 1 and he showed considerable displeasure 
when he said it . He did not say it with a smi le. I 
said, "I am sorry . I disagree with you. • 

All through the first part or our meeting the 
President displayed a most unpleasant attitude . 

long 
He then proceeded to give Hanes and me J/lecture 

that while he would concede t hat th.is would be helpful 
for the rest or this year and possibly into 1940, as a 
result or what he called a complete tum-about position 
on the part or t he Treasury as to where we were two 
years ago , that this would put a man in as President 
who, as he called it, would be controlled by a man on 
horseback, the way Kussolini and Hitler are . This 
lecture went on and on, he saying that this was goi ng 
backwardsand that thla simply would mean that we would 
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have a Fascist President . When he got through I 
&aid, 1 I disagree with you; I felt that if we had 
recovery in 1940 that that would enhance our chances 
greatly of having the next President a liberal Presi­
dent and that furtheraore the situati on was a very 
tight one in the world and t hat recovery in the United 
States was terrifically i mportant at this time in de­
ciding the fate or what kind or Governments we would 
have in the rest or the ~orld. 1 He said he did not 
agree with me. He did not think the domestic situa­
tion played such an important part in the world one 
and he also disagreed that a prosperous 1940 would give 
us a liberal President after 1940. He said, "You 
oome t o me on my farm in Hyde Park in 1941 and say there 
has been a catastrophe and somebody like General Moseley 
has called out the troops and you will call on me to 
come to the aid or t he country and, 1 he said, "I will 
tell you this thing has been brought about by t h is sort 
or thing you are talking to me about today . " 

As we went along I got the reeling t hat he was 
getting lees antagonistic to what Ranee and I were talk­
ing about. I feel that , after all , we are asking him 
to make a complete turn-around or •somersault" as he 
called it, and we could not expect him to do i t the 
first eeasion. He kept saying, •can't you give me 
some checks and counter-checks to this program?" Then 
we got on to the question or death duties and that seemed 
to interest him. 

In going over the various i tems he didn ' t strike 
any of them out, but he said, "Now , for instance, Barney 
Baruch has been saying right along that you have got to 
reduce the to~ taxes and that if you do that people will 
take chances, and I told him under present oiroumstanoes 
I agree and so he said to me, 1 Well you are willing to 
pay usury in order to g et recovery?' and I said , ~ee,eir. • 

At the end, Hanes pointed out t hat after all 
in the _ K!jllon er a they onlY paid 2~ and we have gone 
up to ~ 1nolud1ng normal tax and when we go back 
to 6~ we are not returning to the Kellon era. 

One suggestion that I made at the very end 
that seemed to appeal to him was that we confine this 
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tax bill to Just a few suggestions and t r y to get 
the thing out in a week in the House and a week in 
the Senate, rather than have it drag out for t wo 
or three months because I said we can do this thing 
in a week; we can get t he effect, and I said 1 I 
suggest you get agreement from Doughten and Harrison 
that they will limit it to certain things before we 
start . • That seemed to appeal to him very much. 

Both Hanes and I were terrifi ca lly s erious , 
but we di dn1 t backtrack one inch. And I came away with 
wit h a feel that considering what we were asking of 
him to 0 . X. , that for the first session we made ex­
cellent progress. 

The last thing he said to us on going out 
was 1 For God's sake, don1 t be innocent,• and he said, 
1 Don1 t mention what we have talked here to a living 
soul. Let me do all the talkin~ when I see Harrison 
and Doughten.• Then he said, Harrison is not sin­
cere, because on the one hand he talks about balancing 
the budget and the next thing he wants an educational 
bill which will cost hundreds ot millions ot dollars . • 
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Hl!Jr: 
sumner 
Welles: 

HMJr : 

W: 

H'.JJr: 

W: 

'U!Jt· : 

VI : 

H!Ur: 

IV: 

HHJ'r: 

l'!JJr: 

W: 

~Wr: 

W: 

HMJr: 

W: 

HJJJr: 

Hello. 

Hello, good morni ng, Henry . 

Hello , sumner. 

!larch 8 , 19:59. 
10:19 & . II. 

:!. 36 

Henry, you 've given me a ver y bad night. I'm really 
terribly concerned about this situation. 

Uh- huh. 

And I wonder ed, 1n order to save you time and trouble, 
it you would let me have a talk with Johnny Hanes 
t hie morning and see it there is some poeeible eolu­
t1on to this situation. 

Well, 3anes is right in my r oom now. Uay I aek h1m7 

Yee indeed. 

He and I are goi ng to see the President at eleven. 

At eleven. 

J ust a moment plense. 

(Pause) 

Well, P.anes aays he ' s always glad to see you , but 
inasmuch as I've been handling 1t, he doesn ' t want 
to g et in on this thing at the las t minute. 

Well, you told me yesterday you were seeing the 
?resident today. That was the reason I didn ' t want 
t o bother you personally. 

Well --

What time would you have tree -- I mean, 1! you have 
got it tree . 

Well, I 've got -- I' ve got -- the only time I have 
tree is now, and --
Well, can I come over t hen, or will you be tied up 
w1th t h is tax d1acuee1on7 

No, no. I t you are here a t ten thirty we ' ll stop. 
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I'll come r1ght around, Henr.J, 

0. 1(. 

Thanks. 

137 

\ 

Regraded Unclassified



( 

( 

Operator: 

!!l.!Jr: 
Bill 
Douglas: 

PWr: 

D: 

Hillr: 

D: 

:!l.lJr: 

D: 

P.! lJr: 

D: 

irr.!Jr: 

D: 

HUJr: 

D: 

HUJr: 

D: 

HWr: 

D: 

Go ahead. 

Hello. 

Hello , Henry. 

Yes. 

B1ll Douglas. 

March 8, 19~9. 
5:25 p.m. 

Can I sell you a little piece of recovery? 

I - - I'd love it. Say listen, word came in from my 
San Francisco boys this eft ernoon that Giannini is 
planning to sue us; tha t is, the members of the S.E.C. 
for 11 bel. 

Yeah . 

And I was just checking up -- I thought you'd l ike to 
know that you m1gbt have company -- t hat's n~ber one. 

Company? Why, 1s he going t o sue me? 

Well , I -- I had heard somet h ing about that eomet1me 
ago but I guel' s he -- he has a pparently given that up. 

Uh-hub. 

Number two ie this, that I ' m just trying to refresh 
my recollection. All I can ever r emember calling him 
was a crook. Nothing worse than that, did I? 

your 
Well, I can' t remember/calling h im anything here, 1f 
that's what you want me t o say. (Laughter) What? 

Wel l , I was -- I thought you might juet be interested; 
I wae jolting. 

Oh ! Well, I would eay tha t amongst your worriee that 
that would be the least. 

Sure. 

But just remember thie, Bill, that anything that I can 
do along t hose linea, I'm more than w1ll1ng to do and 
do it cheerfully. 

Yeah . Thanks very much. 
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so you tell the boye onr there that an,ythlng that we 
can do to help, either ot t1c1al 1y or me persona l ly, 
I etend ready. 

Thanks very much, Henry. 

And, everybody here w1ll be glad to help. 

I appreciate 1t very much. 

Yeah. 

Good bye. 

Good bye . 
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(S'1'11IC'l'LY COKPID&ii1'IAL) 

To be returned ox t'~c:!L!§ 

Taxation and Recovett 

In h11 hrevlfll Addreee Valhillgton eaid, •'l'OV&I"CS 

141 

the pa,..nt or debte there 111\llt be re7enue . • 'l'o have reven\le 

there 111111t be taxe1 . • . ~o tu:ee c.an be d~v1eed vhioh are not 

more or le11 inconvenient or unpleaeant ~o better de-

l cr1pt1an could be vr1tten or Ame11ca · e taT. proble. today. 

During the depre111011 govenmM~nt e11;p1nd1 tu.re bal 1ncreaeed 

INch 1101'1 np141J than revenue, &L4 the tl- hal c_. to tb1nk 

about paJ1DS the bill. 

In app:ro.ohi.ng the tax q\leet1cn, PORTUMA · 1 10\U\d 

'l'able 11 1111)1'11114 vit.b 1tl overv'bela1D8 cQ~~PlexitJ . 'l'here 

are 

euent1&1 to eeoare proeper1t7 and t hoee vtlo 1ne1et that h1gb 

t axee are neoee&al'J to re4Setr1bute purcha11Dg paver Innu.er­

able queet1one arlee ae \o the mf1'1ad rorme or taxee 1mpo1ed 

by the federal government. our etate1 , and our munic1pal1t1el, 

Countleu technical 111ue1 exiet ae ·.;o the det1n1t1on or taxable 

1noa.e and other q\lelt1one. Mor~over. the tax eyetem 11 
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c.:l!\Stsntl7 ohan.;;'ng. Since 19;52 el: •en rev- bllla baft ~ 

:!.l"ltrot.Nce~ into Congreaa, MOD aut.'lor.aiJls ·•01r• new toftl ot 

levy . SpurNd b7 un,pNOecS•tO'\ rel1et needa. atatea t.n4 o1thl 

1~oss new aalea ~axes and excises. and o~~tns taz juril• 

dJ cttona att'll3Sle tor the - souroeJ ot l'eYenue .. 

r.o group ot la~ or •••n ot expert• ooul4 bope 

t , : 1x a qu1.:1c solution t or all or these .aD! told pPobl .... 

.lltht.U3h ae•teral. of our ~:~ember• o. ~e t axation author1t111, the 

:Round '!'nble tor t:-to 11101t p .. l't col\lilta or INn fl'QI bua1Jlt811 

~arm, 4!ld l abor c;ro\Qt v~o are i nteresteJ in taxes at a probl• 

no~ only t or ';hei!IIOl\':J but for th., cc.untry as a Oihole .. Ve 

:ootalho that ve must pay .;axel. b<Jt \ :e 1ant t axes to be levied 

in a vay vh!ch .rill t.ontribute aoat t.> 10118-tel'll reoove1'7 · 

Tho task or lll&king ~Y suggestio~• &J ~o taxes 1& so vast that 

vo can 1110rely advance o,rt&in ten~at1ve observation~ . Mean· 

vhilo our tlret and ro~at euggeat1on 1& that C~•• 

aut hori.te the appoiJltiiiOnt or a national to.x oOID1811on. drawn 

troc ~one the ablest .. n in public and private lite, to take 

ev!donce tr0111 tne most diverse ~1d competent sources, and to 

11111ke rec~ndationa aa to the adoption ot tax principles 

IUld .. thoda or • rimln1&trat1on vh1cn ehould 1'8QOVe 11110h of' t'l1e 

preeent o~laxity and unoertaint7 . 

Vbo.t ve have 1n llind 1n proposins •'lob ua 1nqu1l'J 

i s the Royal c~uion bead~ b7 LoJ"d ColVJn appoi.Jit~ 1n 192• 

~y a Labor so•ern1110nt in Britain. Por three 7ear. \bil 0~111~, 
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.,,~ ·:h ooa ':nined r ep.•eaen tat!. vo · or t ~n moat .~ ! vor3o ;oJ. n te or 

· •ov , et~iod the Br~. t_i1h m:.t ion..l <l e '.•t &."ld 1no1•1o!lco o r 

t r..<.'ltion. It !teld f vrty-e13}\t tt i tt1n£e e;td r e co1ved evi de.r.ce 

~l"lC ei xty-eis.'lt v1tno111ea , ropr oaent1:13 amon;; ot!'ler., t he 

':'rt-.<l<l Un i on Consrees , the coopere.t ivl.a, :,o•;erncen~ .)f'f'1 c i.All, 

rJIJ u<:onollll. a ~a .. t~oth Br1t j ah an., t'orelc••· 'We b elieve tha t a 

a ' rlil t.r 1 nq~t 1-; or :;&nlzell b:r t :111 re:lorol ::;?veM~~:~ent could 

:·e.:~:1m•md t o Co!'l;;roaa a t>om:a•o:1ons ive ~'l.X s:·stetl v!'l1ch coultl 

11!\l:;!l t!le <.!'l'.t!. f!. cat~on of t h••s,. neocla ·~::. t:l'\llt.el;r uo:po•ade . 

t.leruw!\11o ve .re el J\lst i l'J.e<l i n l!.dV&."lOl n3 " oflrtaln 

!lun'bot• of ~rinc!.ples . s.n.3 oe.l:11l(; a mm'!>er or su;;;ce t ! one t he 

1t1Codil\te ado;;>tioh J f ;~h1cil l n our o-,1:1:!.0!1 voul .; !'.ave o ~ene­

t' t otl!.l econor.llc &."lcl :po1 1 t i cal Eif·rec t 

.. 1t!e!l should tall unon t he veal t !'ly to a .Treater oxtent tluL"l 

on t he poor. As o result or t axee c overncent i a a~le t o moot 

ouent!al SOl. l.al needs and help or·aate th.&t equality ot op­

'ortwt! t~ r or the moe t h•.llllb1o v•:uc:~ ::.o ths !Oa!. or evel'l' 

~emoorr.ey , J:ven t hou3--'l l ar:;ft ta."qlayera _,. reee~ve lese ob­

vloua benefit t ram their ~axee ~'tan do t~a ?oor. t~ey ~o ~ain 

:sunneea could 

:10t operate except r or t he police ~roteot1on , jud1oial .;atoa, 

h1 ~~v'7• : mail eervice. rubl1c health rao111t1ea and nat:.onal 
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detenae provided b7 ~overnment The aaaumpt1on b7 goye~t 

ot r u ponlib111ty tor th, un8111Pl0'1ed Nl1evte p.•1Yate enttl'PI'ile 

of a burden vh1ch it could not carry alone . It pPOptrl )' d1Not td 

8Jld controlled :;1Ubl1c expend.i ture undoubtedly 1noreu11 the 

cnpo.cit;r or bue1ne11 to lllll::e p':'ot itl and bu111n111 l houl.d pa,­

tnxea in return 

2 The amount ot f ederal_ ~evenue N t !?! i nontt!d • 

It • a r.ot our function to e x;-reas &."l o:;>~-:!on a s t o '1/'te ther t:1e 

~cderal ~ud~ot ahould be bal~1c~~ 1:D~dlo.tol7 ~~ over a ojol10&1 

~er!=~ &lt~ou~~ all ot us bel!ovo that aooner or lat~ the 

bucl-:ot IIIUe t bo brou~~t into b&lanoo Ve Vian to ;>~oint out, 

h~Jever, thn: in the {l iC&l roar 19, 7 t~e fe~er&l ~OYirnaeftt 

v1ll ex~ond 010r" t~ ? billion dt.llar• . :lv<!n v1 tb reooYer.-

v~ <Jcu'.>t 'lt.lot~or ~.t v!ll be 110se1·ole to reduce euah ~end1• 

t uroe to t ho le.,el ot S ·o1llio:t ·.inc'- r-~lll"eocnto.S t he roYenue 

collected in 19)8. t~.o largest in our h1eto~ Dem&nde .,.. 

betn~ made a1111011t daily t or nov expendihlro A:;~Pl'Ollr1&t10NI 

f C!r llllt~.O!'".&l d e ten ae &N inoreallng. 'Iho Prelident bae 

~ro,oaed t~ l!boral 1ao the proV1a1onM ot the l oo1a l leour1t)' 

Act IArJe ;rubl1c health proe::r-t &l'tl be1n1J OODttiiiPl&t ed , 

I t 11 :>OIIlbl e that 1110re ~;mwl'V.J .. gruo;a t o ~~tuN wtU 

'.>o :.a.:.. A t r.r ot •.11 believe that the federal ~ ... w 

brO'QSht into e t leut a c;cl1o&l b&l.&Doe .... ~ .. a 

or the inoroued tax ;zield -mic:h ~'ill be &a1tcl.aial.4-.lill 

n t h a r .l eo 1n the national incO£ e . Bat 11tti,_. ••IMIIJ 
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scce 1rcreaae in r1e1~ vill occur un~er ex1atir~ ratea , .oat ot 

ca t el !eve that certala tax 1ncreaaea are &lac needed it ve are 

t o !"..e.ve a a cur~ tiacal policy • ., 

- - . - . - - -- - - - - .. -
' P.7 Prcteaeor Sl1 chter > It ia do~bttul ~e~her teder&l 

eA, end1turea ~111 61aun1ah belov .e.5 billion ae recovery 

~rcee~• · But it the tudaet is t o be bal&&ced over t he period 

ct t he buaineaa cycle, t here ehould be a eurplua at the peak 

ot t t.e cycle , I! a aurplua or $1 5 b1ll!on ie regarded aa de­

sl r a\Jle t or thia peak t ote.l rlv .. r.ue o1· . 10 billton ~ould be 

necesaary. Yith a n~t1onal tnco. e ct $€9 C b i l lion in 1~,7, 

t he ~resent taxee produce~ about •c Z t!ll 1on. An 1n:reaae 

r roa • ! s t o $eo bil l!or.a 1n the national 1nc~me vould there­

rore have to pr oc1uee an i ncrease i n t a x yleldl or $:; .8 b1ll1on, 

or ! l per cent. ~n order t o yield $~0 billion revenue . Thul 

t he national government ~ould have t o take . :; .e out or the 

. 11 billion lncrea•e in national i ncome or :;~ . 6 per cent . 

T~~y, however, t he federal pove~ent 1a not ra1ains more 

than Go per cent aa 111\lch aa it ehou~d raile j ,n order t o achieve 

a cycl i cal balance in the ne1Cht orhood or $C to 8t b1llton. 

rr ve cannot reduce the figure at vhioh ve balance the budget 

over the cycle, ve muet plan before t he peak ot recovery to 

relae about ·~ b1ll1on more p~r year tor the federal ~overn­

aent , '!'b.11 11111t be done 1n ..... ,.. vhloh v1ll not intorter o 

V1th recovery ot bua1neaa 1taelt Vhan t hat 1a t he pr oble• 
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thJlt oontronta ue. there !e .Little vonder that buatne1~ azoe 

caut1oue 1n Mk1ng c~t.ente an4 tnat the P0110T of prtatna 

t!le PUIIIP cauaee bu11n .. _, t-.> hold t-ack rather tbaA to so 

ahead · 'l'o meet this a1tuat1or: sov~rnwnt expenditure aboul4 
.. 

be reduced aa vell aa taxee ~cr~a~ 

· · ·-- -- -- · - - -- ... - ·· -
l'-1ether ty augDented tax ~1eld or inc~eed tax ~tee, a b1CRer 

covet'IUIIent revenue hal t:ecome a neceul ty -- aucb 11 our \lll&ll1110Ue 

baUer. 
............ 

':'l-..11 doctrine may be,popclar part1cularl)' at a titte 

vhe~ opproprtatton bille are betn~ debated . but it 11 high 

tlme 1n our opinion that the country ahould foce realit)' . 

) · It ve ar~ maintain the capitalist eretem, 

taxea ahould be 1!Poeed so ae to place the leaet h1ndranoe 

upon economic prosre•! Government e~end1ture or all t)'PII 

to~ay takea about a fifth or th& ent~re natlon&l inoo .. , part 

or it bein~ covered b7 deficit !1n&nc1ng An7 f ora of taxation 

adequate to meet thia vast •~ 11 bound to exerotee a profound 

effect upon the functioning of our eoona.y In to~lattns 

a tax eyatea the greateat care ahould be taken not to penal1ce 

buetneea expansion upon Yhioh the solution or our une.plor-ent 

problea depend a . If a tax aye tee cUecouragea r1ak•taldng 

on the part or 1nd1v1dual or corporate 11ealth 1n the creation 

ot n.ev enterprtaea the aretem lillY provo a ore harllltul to the 

vorker than to the vealthy. In u.poetng taxu upon lnoae, 

attention lhoul4 be paid not only to the alae ot tbl lJ\1~ 
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but to the econ~c tunttion i : 4hould pertorm. Although there 

1a d1eagre~nt ~onget u~ ae to #hethe r given taxee do die­

courage r1ak-t&k1ng and nr1 investment the Round Table te 

W~&niiiiOUI 1n the bel1et that tt. ~ !!!!''!!:.!. ot a tax aretn, •v•n 

mor e than 1te burd•n. may advcreely &ttect th• growth ot 

entorpriae . Al.though &dmitte~.y a tax burden m&)' beoc.e 10 

neavy a1 to euttoca te private enterpr1. e. a t ax burden 11 

neverthel e11 r elative It 1 t ~an b• Bhovn that gonrr.ent 

expenditure 1ncreaee1 national iL :oml to a greater extent than 

the t ax p&}'llllntl. an 1nc:. .. aee in t...xee can be bome . It 

nonethel ell remains true that although g~vernment expenditure 

may t -.porarily increaee national i ncome . taxee mar be levied 

in 1uoh a vay or the burden may bo 1 0 h)&V7. that bue1neea 

1t ditcouraged tr0f4 1ncre.&ain8 producdon ~ the object ot 

eoverr.enta1 policy i l thereby defeat ed 

4 Taxation aboul~~_prioar11I t or reveput 

V1th1.n recent rear• the ear;plo,.,ent or t axat!cn ae a MAne ot 

eoo1a l rerorm hae been advocateC: 1n a n\lnber or qu&rtere . The 

u ee or the t ax pover ~o punish gi&nt corporations or deetror 

huge r ortunll·· hae been propoeed l.ltho\IQ. eoae -bere ot 

the Round Table a r e or the v1ev that the American eccnonic 

and eocial • r •t- 1e in need or 1·ar-reach1ng rerome, ve doubt 

whether regulatory or pun1t1ve t axation ie the proper M&nl 

ot brtneing about euch retorma The ettect 01 evch taxation 

11 unpredictable; !t 11 not a 1Alect1~o agenc~ t or 1t puniabel 
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a&inte and 11nner1 1nd1tcr~natel7 Once the ute ot taxation 

1111 Nl 1nl tt'\lllllnl of reform bec0111e1 accepted, butinlll v111 

au1, -ect 11~ covert purr,ote benint. 1\'e%7 revenue pzoopol&l and 

ru1 oleaent or laok ot oont1dence v1U ~relit . It 1t 11 dt­

l ! r uble t o make soci al retorma, diract methodt lhould be tound . 

In our orin! on t he rmrr1oee or te.xatlon ehould. be to ra111 tlw 

le.r !:eat eno\\nt or revenue vn!le doU13 tne lea.t 1njuat1oe to 

M~· clau or e!t1:::eno and eneour&~Jing t he rullut de~e ot 

;rivnte emplo~nt . 

Before endeavoring to app~y theee pr1.nc 1~lea ve 

ahnll l::r1er l:r reviov the ena.i%16 redel'al tu: .,.,tea. 

I 'l'e.xu • patt ~ preunt 

Vnen Oongreu .r.acteC: the Inc0111 Tu: L&v ot 191' 

t ho nol'lll&l r ate ,., 1 per cent and the -.x1- wrtax 6 per 

cent . In 1916 only 17 ;.er cent or the federal revenue vu 

der1 ved rroa 1ncoe~e tax... moet ot the r~nder OoaiQI tro. 

ou•tome, sn4 tr~ l!quor and tobacco exo11o1 AI a retult 

or the World Var Conareu et-.arply 1ncl'1Aied tax.e1 ~ illpoted 

nev lev!ee, In 1919 tbe nora&! 1n41v1dual rate ju.pe4 to 12 

per oent oc 1noa.ee abOTe $-'. ooc. UtO th!: ·71-~ rate 

t o ~ ~r cent . a,. 1~1 nearl7 ..bree-!our~ ot the tederal 

rennue ,., derived rra. inca.~ a&ul exceu pror1 te tax. a • 

Vi th the oocclut1on ot tbe Var, extraordin&IT IX• 

pend!turet toll ott. aDd c~·· adopted • pol1eJ or rad1oal 

:u reduction Uilter the 1926 .. vmue Act rat .. reaolwO uwsr 
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lov poi nt, r4111nc to lt J;er cent in the cue of net 1noo.ea 

ot $4, 000 or ltaa M~ to 20 Pfl' oent 1n tile u ae or au:t.a 

au~tRXta . The net burden on corporat1oua vaa grea~ly d1e1r.1 ahed 

by the abol1 t1on or tb3 noeea prot1 t s tax 1n 1921 aNI the 

oavttaJ. etook t ax 1n 1926 · 

The .ark.e 1Dduatr1~ ~ f i nancial aot1w1ty or 

the poat ·Var perlod aav nuoeroue developDen~• or aoo1al 1a­

portance. auch u the radio ~e &1JTJ..ane. e e-.nanical refl'i eera­

t1 ~n. and tho talk1ea Adzdtt1ng th-t tax reduction vent too 

hr CSurinc; t iUa period. we c1oUbt vt:etl-er thct venture capital 

neceaeaey f or tboae and ethel' develQPEUnte vould have been 

t ol'thoa.lng had our preaent tax ~yat.a been in e~atence . 

Vitt the advent of the dopre&aion. the corporati on 

anCS per eo~ 1nc0112e tllXea . vhicr. c1uru'IS th~ boom pertocl pro­

ducod DOI't than halt t ho t~derr~ r3VInUct. CSv1nCSle~ Peapite 

loree rate increaaee 1n the Revonue Act or 1932, the ytelc1 

from t heae taxee fell to thr loveat polnt i n &nJ year since 

1917. C~r••• ooneoquently turned to ne1 sourcee to .akt up 

the difference Larce aume are noJ recelted tram conaUept1on 

and pAjroll tax"•• aa o~eJ.l a 'J tr0111 1ncom, lev1ea Total 

federal l'evenue tr~ all • ourcea roached a ~i&h point or 

6,033 a1111on do~lara in the t t acaJ. year 193e. .bich 1a 50 

per cent • ore than vaa collected in 1929 
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alll1ona et 4o11an ••• .. nt 

.. ta.c:,,. ..,.6 
1'117\'(\ll ti'·.X•I • • • 0 • '(4, u ., 

. . . . .. .. . . 56$ , ... 
558 ,,, 
~17 C: .!) 

. . . . 'S$ , ,!) 

0~.\ ·: ~ .. , &tt:oolc . l'S .. , 
OI'\I •MU-1J. t1 on Alv1 exo118t 5C7 !).4 

·-··--·· · · · 

-·· -- · ·- -
'I'Gda;? t.he t•l'e•"ll'l'.l 1110ocae t '" 11 til• l•rau• li1W • 

~ t'• 1•"n(' ilf' tA" 1''1Vt 11'1fl &•eel •m th't l ' l"'l;l't .. 1Vt V1'11\0\p1t, th• 

u:·r11111.l .rn t• t" lt f"'" ot nt on no~·•x•~~UJt. 1no•.... 4 l ul'taa ot ' 

~ ., ,. "~• o t 1.1ec1n :~~ "'tt• not tt.>:~~l•!., tnce~M• cwor t ll,oon, Mil eaoac1 tll'\• 

l j' 1°.1 10 1 unt.!J tlan Mll1111\11 ot 1~ 1\f'JO ut nt 11 I'MoMO o ~ f'O\'t.)'• 

•·M r .. ot>tlt 111 thu 11111.1on ""lla:r 1110~ o11111 "" 1m hACS 11t1 

" ' 'or1·::o 1 nn0111o or t l. ,•l!-Jl•. :)t'lC a;.,, 1)1\1\1 ..n ""n~• tax ot tl, n\r,ooo. 

l trnvlru! t.o eMh ., •vtl'~ts• rtli.,ue ot $:!041, 000. 

D• t'C.I'O 1,'5 t'h<J h1gho1t 1'11h of t u Cll\ CIOJ'S"It&UOI'I ia• 

~ ·Alii• 1\Vel'riCo<l ot.l •(>\lt 1 J ';/'II ~,. ot nt 1 n thAt " '""'' hovever, Oon1:»tll 

'I'!•Clt••l ' t.~ M \IH.,l a trllout t 1 1'1'0t1t t 1 .tl\1ch Vl\l'1e<l vi\" t.t\t 
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"" nu~ '' tor 10 per oont G: net incoae a. corporo tioll v a 1 l 1nbl" to 

' .. 
·:-osai vel:• :so ~hat lo'~en nll 01\l': .inGII • .. e ro ret.\! nod t h e OOJ"llOl'et1on 

.·r.s s :.::> joct "t•> I\ tot •. l c= o! 32{- ,;:o:- (.on ·.: c.:" ita n <>t ! :tc, a:e . nu• 

u::cLst .·~hut&.i t.~'t vas .!ra : t1cnlly nod U'!e1 .In t h e Revenue Ac~ '>f 

v1ll preslll:ll\bl; ene.cc a n ov con vrnt~Gr> ' ·-'t l r.v 

IV\ C:I ~'laue fl.-;.(. n ollar l ot dec.i.nred v,, lUO 0 . C~!'l t.e.l r .oc:Y. . Tn 

;>revont a co~orat ~on f r ,,• t l .-:itl() ton l o . a V!llue c.n 1 t e en~ I till 

a . oe.c. n .: pe r cent •xcG .. s :;.: ·c.: ! '.: a t a i e :uupoa"" on all i ncome ln 

ox.,eae or 10 per cen t of' t h e d-::o .. • ·e d valt.e c<nd 1~ per c ent on 

!:1co.e ln excece or 15 P" l' e ~nt o. thu dec~nre~ ..-aJ.ue 

:L'he f eOeJ•a l ,::ovcrr.mon t alao 1mpou •e to .. :tel em 01ts.te1 . 

.4!t.~cut;h ~ropert7 up :;o the valu e or $!;:;, OOv h e ;o:er.pt , the tax be­

:!~• a~ 2 pe r oont on non-exo~t ~•totes or t lO,OCO, r eaching & 

t'.(L>t1ml.n or 70 por e.,n~ en e .s!;atea nbo .. ~ tso 000,000 

tht' 4 \'0!dan: o or t~c t a;; tm-c=.}l ::;U't1 Consr••• nov !~oeos .::;~ tt 

t~'t aoounti~ to t~rt'o-tourtha or ~~" rat~• ~o1ed on olt~t•• · 

P~nr.lly l&l'!l" :~u •• are ~' "'1 ved f't•c~:~ lev!.oa on ~ooooco , 

1.:..1\JoJ~ , rul~ ~ll i O!.!.no. f :·C'-11 CUS~OMS .. &:Jf'\ !"rrn ;1\!'"'!'Cll tr.,.)i·f't V~Ch 'b!T 

1~:;~ v.t. l ! t-C\ne..~ ~ ror cc::~ . M<! ~;~en ~·:.oc. .. :·'''· • ot~ !cr e:-:;!soe . 
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!lo Taxes ond Cor porate Risk~Toklne 

The JDellb-.rs or the Round T&ble rind that tt»lto &ttl• 

tude t oward t axation la ao-wbat atre.~ted bf their vlewa aa to 

the r olll or sovern.ent expenditUl'e and the aportanoe ot .. ,. 

1ng. <me srcup 11 appr..Jbenein ot t he unprecedented laoreall 

1n government expenditW'e. pe.rticu l&rlr when unaooo.paole4 bf 

any ettort t o b&l&noe tbe bcdget. ~hh group beUev .. tbat 

unlese a halt ls soon oall ed upon present tlaoal praotloea, 

tho credit or tbe govei'DDent an~ tbll s tl"Uoture or pr1Yate 

enterprise wil l be ~dermlned - Conae~uently it ravora draatio 

redu~tlnn i n gover nment axpendlt~re It tW'tber bellawu tbat 

1t gourru:.ent will oreate the proper oond1Uoaa, entltrpl'l,. 

will aucoea4 1n t1nd1ns ~rable outlet• tor new ln,.at .. nta 

which wtJl oreate purobaalng power and giYe new eaplo,..nt. 

tt h •ure that UDder oa pi tal1•• great; wealth baa aa aponant 

function to perto rm i n providing riak capit 'l ror .1D9eet..ata 

ln pi oneering ventur e • . 

4 aeoood aroup la the Roua4 Table doea not belS.ve 

t bat gove1'111Mt1t ezpeD41t'III'Oa can be rettuoecS. ~re 1a Rtll 

a Yaat need t or pubUo boua1ng_ old age penaloua, 'IIDIIplo,..nt 

reUet, pabUo t»alth tao111t1ea, pabllo work o_,.,.,lOD 

projeota. agricultural udatanoe, D&tioD&l 4atanae, Ul4 ot!M• 

euent1al projeota that FWem.ont ezpen4iture 1n ltl opialOD 

will have t o lnoreue. OcD,.qu•tlJ' ccwe-nt ... tla4 

a4ditlonal revenue , not onl7 b7 au.-tlns tba national 1noc.e 
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but by 1ncnae1ns oarta1n t&a l'&taa. eo- -bera ot thla 

group p;o turtber and Claola~ tbat u a raralt at tbe CllMppear• 

anca or tbe terntorl&l trOfttler and a a1-1na liJI ln tbe ratt 

or population inorea .. , opportunitlea tor aound prlwate tn• 

nat .. nt ba'U VOatlJ Claoll!Mde In their OplniOD ,oYei'Q8eDtl 

ahould 1mpoae llea•r taata upon pe ople ot great nt.lth an4 

corpor•t1~• with large raaor~•• in order t o diYert tunda 

rr•lfl .. v1nsa t o the OOD&WIIptioa a t r ee.m and .. i n ta1n a proper 

equllibr1ua 1n tbe a ooao.y. 

But Cleapite theea rundameatal d1trerenoea, both 

groupe •~ oonviacad or the aeed ot increaeins ~Yenue , and 

l n • war which doea not m111tate aga1na t expatldins production. 

ll'e &l"'t 1n asr--nt tbat ._rica • groateet problem toda7 la 

unemplo,..nt . Uftt11 men find product1Ye J?be our national 

lnoome cannot r eally i ncr eeee nor can we hope t o ra1ee our 

atAnrta rd ot living Pull emplo:vment depend& partly upon coo-

eumer c1e•nd but lt depende alao upoa 1nve ata.n t . Dollar& 

aruat go t o work betore -n oan do eo . Somebody muat be wi111DI 

to • ••t a p&JI'Oll before ID8n can be li•en ,lobe, and the proce .. 

ahoulc1 s•n•r•t• purobee1ng ~·r It oapital1e• 1a to pera1at, 

lnveetore and buaineee iteeli muat ta-e obancea oo tne future. 

T~y muet ue aOtae prospect t o r p r otlt; ther muet hAve an 

l noentlve to 1nveat The etrect o~ taxation upon .ucb 1ncen -

t1Yee we ehall tlret as eo"ee sn connection with cor poration 

.. 
tllll&e. 
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todaJ u. uel'l•a oorpor&Uoa h nbjaot to a ia ... 

niiiiMl' of tecloN1 taMOo IMM taU Oil &WJIONUOID Sao-a, 

Uftd lltP1bu.Od protl•a, •p1,01 Ot~, la8100 pPefl,Ot eal ,.,. 

r oll•. za a441Uoa • OOJ"PPNUOID 1o nbjao' •• oonaaa peMltr 

ua... ~·••r oorpor&h JII'Aflto no tuo4 twlM U ,.u "' 
1n 41Y1doQ4o, !be oorpor&UO'A pafl tllll tea OlD tM PNI"• " 
port of oorporo•• 1Do0110, oad 'ho otoolmo14or JIOfl a •u • 

auoh protlU 1n tbe toN ot 41Y14oD4o. Ia ooa•,.•• liOftt '"'•"•' 

ll u • .., 
tbe Jtoulld 1'ablo tuoro tbl tu"Uon ot oopPOH.Uoal 

u a •oano ot obto1nlDs ro•oauo and ot ropartna •• ........ ,.. 

t or t ho oon1ooo 1t l'ODdoro \ullDOIIo lonrtbololl •• ~•· 

?Ill fOI'N Ot OOI'pONUOft t&lf'tl1 and .allf Mbel' foO ... OI ot tMOI 

lawa, 1ono 1n CIU' oplD1on h 4lloouNp oa•o,.t.ao ... o.,lo,. 

••nt. ft\11 ll tno lD ro•poot to tllll 4cnablo tuaUOID ot dl\tl• 

deDda, a lflh• whlob alml 0 OOI'poNUOID OIDUOUI about UnU, 

now atoolce, 1nol1a1DI 1t oplDet oqu1tr tlaono1DI la tno• ot . 

bond 111\lllo lt 1• oleo tl'\IO lD l'Oipoot to dotlnl,lOill of 

ta:ublo lnoOIII , Illlpll'od b7 a CS.Ilre t o obta1D 01 ~Mob l'OYiftDI 

&I POIIlblO OUOb doflDltlOCII troqUODtl'J prodlaOI 0 •aMble .. , 

1noo.o wblob 11 oalr ...,,d,. l'olatod to tM Hal 1a1111 ot u 

enhl'Pl'ht ttll' tbo blallnou 0701& lD Whloh 1t opa,.tllt todar, 

t or I:U.plo, OOI'poi'OUOil protUI 01'0 001011lo.od Oil ID .... 1 

bllah, A oorporaUoa wbloh l\lttol'l o 1011 1n ceo ,. •• oiUUUit 

001'l'J u •••• ID4 d.ca.o• 1t op1ao• lDoOIIO 1n tbt to11Mrlolll ,. •• 
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such a 1y1tem worll:1 again1t a ne~ entezopriae which 11 uaual17 

1n the red tor thl tirat 111 rera •. 1'1ar1. Ae eoon a a it abowa 

an annual pror1t , it 1e liable to !noa.. tax eYen thouah he&Yilr 

ln debt. It enterpri•• were allowed to carry oYer loeaee tor , 

uveral 711ara riak~t&kin& wou'.d beooee .ore attraoU•e. 

MoreoYerc the capital atocll: and exoeaa prot1te taaea 

are burdenaom. t o ,.oung and deYelop1ng enterpr1aea. Thlee taaee 

7leld oamparatiYely little revenu~ ; and aoma or ue bel1eYe the)' 

are not only inequitable but oareleaaly adal1n1etared. YOUDI 

enterprhe and bueineaa ganerally would be helped b7 tbe repeal 

ot the1a two taxee. 

Tile taxation or prof1ta on an annual ba111 alao 

d1aorim1natee asainet enterpr1eea whoee earn1naa 1neYitabl7 

fluc tuate . Por example, a department atore wh ich .. kea an 

nerage protit ot tloo~ooo oYer a t1ye - yoar period p&)'a a tall 

t or the period aa a whole or t9S. 000 proYided it Pl71 no dh14en4. 

~t a textile taotory, which .. kee $100, 000 during thl t'1rat 

two 71are but loeee $100. 000 annuall7 during the reat ot tbl 

period, paye tsa,ooo tax•• although ite net loae tor tbe t1•e 

711are 11 tloo,ooo . Obv1oual7.• eu cha tax induoea oautiOft OD 

the part ot oyol1oal 1n4uetr1ea. and reaulte 1n an -tall' 
• 

dhtr1but1on or the tax bu.rden, I):) tbe1r oaee cnr preaellt taa 

lawe operate ae a t ol'lll ot periodic capital leY7• !o &Y014 neb 

rewlta, Br1t&1n allowe a oarry-o .. r ot lo11ee tor a per1n4 ot 

ela J'Mre, a prlnolple wb1ob tbe wteoonaln taa law aleo .... ,. •• 
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'fbe Ro\Uid ftble belle••• that tbe tada:ral law abou14 

be c hanged 10 aa to :raoognlaa tbe oarry oYer ot bui1D&II lo .. oa, 

i ncluding capital loaaoa, t or aeYera) ,.are. ID addltloa it 

believe• that tbe poaalblllt7 ot adopting tbl principle ot 

average inc011e :rather tban ot annual inoaDt in the .... ot -.n7 

1nduatr1aa a hould be atudiad Por • oa t c~au.tr goode lndul• 

trlu which enjo7 a atable •rket tbe annual dahl'llln&tioa ot 

taxable income h equHabl11 but capital goooa i .lduatriea whoae 

pr ot'1ta depend upon a tl,. or tan 7ear 070l~ ahoul& be taaa4 

upon tbe tlaah ot the ave:rap inocae t or tba period. 

by the 

~be deYelo~nt ot new enterprlae 11 allo b&DdlMpped 

-------- .......--pr ohlbitlOD ot OODI011dated raturna. P~rlJ' tba :I.OIHI 

ot a pioaaaring aubaldlary oould be ottaet apinat the prot&tl 

ot' tbe older and • ore a t able .ubald1ar1ea. ID an ettort to 

obtain 1110re reYenua and penallle :..nte. ··corporste ralatioalblpe, 

Congre .. in 19M . 1gporing the &drt~ ot' the ~•llf'J• pi'Obl• 

b1tad conaol1dated returna . 1'oday, 1t' the aubl141arlel ~ 

l o .. ea t o talling $100. 000• the parent cOI"poratlCa acaetbelall 

1.e obliged t o p&J' a tax OD it. oen prot'ita , t t2&,000, althoucb 

the unit •• a who le 11 i n the red ao.e c orporatiODI &Y01d IUOb 

a aituatioa by oona~11dat1Dg aoterprtaea, a praot1oe wb1ob la 

itaelt' -Jbe queatloaable. .U a rula howeYar we bell.,.o till 

prohlbit1oa ot tba oouolldated ret11l'Da apin operatol a•laat 

1'1811:-taldac. ccaaeq-t~. we bella.,. tbat tor oloHlJ' ro1ate4 
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coneol14&ted retvu ebDII14 be Npe&lect, &114 \Ia\ \lie ~jeotlaa 

t o ~11ooted oorporate otnoturoa ehoal4 bo _, \.7 o\ller 

------------- ----

1.57 

• 11 Proto .. or llllehler. •z .. w1ll1ng t o relnotate tbe aaa­

t olll1Ate4 rotll1"4 tor • tS.. to oboono Ue ottoot '11114er ..._ ... , 

oondltloca, •• lt •7 dater taklna or 4oolrabla rlou. Yet I 

would 118 -" ort4onoe tb&t lt aboal4 be Nlnotato4 tor 1\ 

414 peNlt 0 0 - tU "'0 14&At.e bJ bol4lna Oa.p&DlOO• 

-----------------
•• bell••• tbat tbe "'-•Ul"7 ooul4 oDoOIU'&p buelnoaa 

aot1w1ty lt lt &4opto4 _... pnol'OUo doduotloa.a tor 4opreol&­

t1on purpoa .. &114 11berall&o4 ao• ot lta aoo01mtlng praotlooo. 

Sw04en, UDder a aoo1allot gow••• Int. baa a •troo 4opreo1&tloc• 

IJitla \lll4or wh1ch tbe ta& autborltloo a ooopt tb& rato of 4o­

pr eo1&UOD pl&ood upoo lto property bJ oDtoi'J)rlM. 1n ol'dor to 

••tablt&h a rat10D&l ooDD&otlon between tazatlOD and ooaa4 

aooounttna prlDolploa, In our oplnlOD aoworDMDt abaUl4 DOt 

dhooure• -P•Dt when lt wllbao t o aooolorate prowlolOD 

t or dtopreol&tlOD lD order t o -Ito now lnwootMnt OODaoquoDtl7 

our tax l&wa aDd rosulatlODo alpt •a -" pnorcNa 4oduoUOD8 

t or noh PQI'poMa . any lnatauo•• are cltod _.. ...... wb&ro \be 

taa autborltlla 4o not &coopt o-rolll prlnolplao ot aooouat­

tns 1n o au-tln& Dot t n oo.o . ~baa lnouraDoo proal-• oamod 
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U & pYG ,..a' cannot be Nduo..S b7 the &C.OUDt vhloh U­

perl.aoe voul4 lD41oate vou14 ba"" to be ret'w:ldad beoaue o1 

canoell.atlOD ot pollolee • '"' u: 5 aubaorlpd011 paJMQtl 

colleot..S 1n a4t'Ul0e tor a period or ,..u'a .at be r?ll,..ed 

u tnoCMe tor tbe JMr aotuall7 oolleot..S, altboo•at' laDder 

e~ro1&1 aocount!ng part ot th .. could be 4eterr..s. Llft­

Y118 the taxpa7er 1a required to report u 1noCMe the aooft&l 

ot tntereat vh1eb eound buU.11 pNOt1oe .... .,.., u UD• 

collectable. VbeneYer aucb 1natanoea ooour, bualneaa eoter­

prlee auttera a degree ot 1nJU'r7 &Dd b&l'bore a aenae or 

1njuat1oe. Ve belie•• that auoa praot1eea lhould be oare• 

tull7 re•leved &Dd Vblle t aldns the proper aatecuarcs• .. a1nat 

tax avo14anoe, the ,.,._ •• u...,. lhould adopt lound o~ro1al 

pr1no1plea ot aooountlng 1n the •••••..ant or tazea. 

Wov a corporation 1noCMe tax 1a • le"7 Oft prot1ta • 

.U tho\llh noh a tax 1n aa.e ~tancea _,. be palled Oft to 

the oOD.I\lller, 
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generall)' apeeldng tbe • ore the ta.x h incroaaed the laaa ia 

the ret\ll'D on capital . The tirat PORTUD R011Dd ~ble reaobed 

the conolualon that long~ter. nconry h being bel4 beok, 

pertl)' beoauae tbe proapeote ot protit ar• 11!\lch leu tban 

during the pre-depreeeion . It eee .. Olear trc. thia anal)'ale 

thet one reaaon ie the nature ot thfl preaent corporation inoo• 

tu law. •o doubt AaeriOI\n buliinua e.hOilld oontant itaalt 

with a lower rate ot profit i n the ruture than in the paat . 

Mevertheleaa wh en tax leg1alation en~orcea a too draatlo &n4 

r apid reduotion in pro tlta, enterprise .. ,. be alowad up. 

perUcularl)' 1n perloda ot great econc.ic 1natab1lit)'o Wb&t 

buaineaa neede ia an incentive to develop eo aa to provide new 

employment . We are un&nl:BO\la aa to the tollow1ngr 

1 Adoption ot the oart')'- ovar ot loaeee, and tba 

etudy ot the pr1Do1pla ot aversg1ng 1nCOIIl8 

a . Adoption ot the conaolidated return in eo tar 

a • c l o aely related enterpr1ae under oo- on parent compeniee 

1a ooncerned. 

:s. Bzper~nt with more reaeonable allowance& tor 

d epreoiation . 

t . •11a1nat1oa ot any untalr Mtboda ot taa acoountins. 

a, aepeel ot oap1tal etook and exo••• protite taxee. 

-.......__-------::6:-.-;;(Jr=.:at~r--;rro;.t to eotor~~~··,aa..;;; t01J~-, 
/ tbe R•••nu• lOt tO PI•••::• tt;q 1 !7p!r ao~latloa of" eur-

plueee eo .. ._to. &TOld peraonal eurtaxea .---- . 
~~-~------------ -

........-..,. __ _ 
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In addltlon aome or ua ra•or a aoderate redaotlon 

1n the rate or the corporation tax, aar rra.. l~ to 16 per oent 

and t he repeal ot the re•1D1Dg natlgea ot tbot undhtrlbuted 

pr or1ta taxea 

ot both taxea would not be lnjurloua to enteJ'lll'he, it tbot 

double taxation or divlda~da were aboliahed0 ir tbe capital 

stock and exceaa pr otita taxea were repealed, and U the O&J'P7• 

over ot loasea were allowed. The aum t ota l or theae varioua 

taxea and t he a r t1tiei al derinition ot t axable inca.e operate 

aa a payehological i r not a material deterrent to procre•• • 

Although dirtering aa t o detail we are unant.oua in expreaaiDS 

:ro 

tho vlew tbet the aratem or taxing corporation• ahould be cbanged . e 

• By Mr. Spalding - J.lthough I agree 1D general with theae 

eoncluaiona, I belie•e we a bauld decide t o what extent the 

corpora t e lneoma tax ia an exclae tax on t he prl.tlese or 

doi ng buaineaa and to what extent it la a wlthbol41n8 at tba 

aouree ot a tax on the atockholder ' • pro rate abare or tbe 

protita , To tbe extent tbat 1t 1a the r ol'8er, tba rate ot a 

federal tax abauld at the •oat not exceed 6 per cent . !'o tba 

extent tlw.t lt h the latter, credit abaul4 be allowed tbe 

1!'1d1v1du&l atockhoider t or the tax al.ready pe.id b7 tba oorporatl•• 

- - ----- - · ... ---- -
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HI, The 'Ondhtr1'buted Prot1ta 'l'u 

JO'If we co• to the undhtrlbute~ protlta tax, tbe 

----------- -
t o bo eound, Three ar~enta i n ra•or ot a be&YJ ta• on dll· 

trlbuted prot1h are advanc-<1 , Pirat, euoh a taa -.oul~ prt'fant 

tbl aeau.u1&t.1on or lar .. oorporato eurpl uaaa •• a ~e•e• ~~ 

eYilcttn& h1ah 1ndl•1duel eurtax .. bJ w01l tbJ e toolcboldere . 

3econdlJ, 1uon 1 t•x would d1ecoure£$ 1peculativo or unw111 

lnVflltiJIInt.e b7 ool'pot••t• dlrectore and oblige no• !inenolnt 

to be oarrhd on through tha inveeti!IOnt aarket wnore it would 

be toetad b7 the oo~titive need• ot veri oue onterpr1eee . 

I t d1reotOI'I were obli ged to pay out prot1ta to l tookhol41re, 

the letter could deo14e wblther to roinvoat thlir tuDde 1r. 

tlt)llna1on or epend tbllr mon17 1n othe r ny~ . P1nallr, 1t 11 

contended that the und1etrlbutod prot1t a tax 1a one ~n• ot 

aolvlne the probl o• or over oav1ng - Proponent• or their YliW 

lnllat tnat. the o.ge dc.inlted bJ geographic p1oneer1Da ancS tbl 

opentna ur •Ullone o r aquaro •1111 or r1oh virgi n land hal 

OO&I t o an eDd . ConeoquentlJ thooy bel1en •• ha'fl reaoblcS 

• pha .. in 0\ll' IO ODO.J 1D wblch the t r a ct1or. ot the national 

lnoQDt wbleh private oapltal oan u11 1• l••• thin 1t hat been, 

~hlll ' h• traot1on wh£oh oen ba etreot1vely ueed tor publte 
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~pihl expenclltul'ea S.. poeater. Jlll their oplnlon 'PJ'lnte 

inveel.alent , that ta , t h.e bu1lc!ing or plant end .. qu1s:-ent., 

depen~• upon 'PI'••ont an~ proapeotlvo oonauaption. An undit• 

tr i buted protlta t&x either rorcea protita 1nto the oonauaption 

a t re .. re'PJ'caented b:r the -ller a tockholden, or into the 

correra of gove rnaent where it 1a apent on public work or 

r " l ht . While agreeing that •-11 growing c~~ema ahou14 be 

exe~otod : moa t propone~t - o r acme t orm ot un41atr1bUted protita 

~d bel ieve that t he larger a nd well eshl•lhhed oo rporat1ona . 

t•~•r ae a whole. already have surplua aco~unta large e nough 

t o ~••t t heir neoda. and that any 1ncreaaea can be tazed without 

eoon01111c 1n.l'Jry.. AlthOugh t hen melllhare ot tho RO\dld Table 

a<l:tt trnly that a proper teobnique hot.a yet tc he worked out, 

t !'le;- 1ne1at that the pz-1n c ' plea are 111'--ortant an d a oonez- Ol' 

lat e r muat be a c coptbd 

~·cat ot ua canno t a cce pt t!~eae arguments 1n rnvor 

··t t hC' und1at r1bl:tod pr ofit s tax. We r e::>,1n unccnv1nced that 

ccr~oration reaervea are generally uead by wealth:r atookholdez-e 

t o avo id high .uz-taxea . It a o t h e re~d:r 11e1 1n a cre•ter 

efrort "t enforcement ot SectS Olla 102 and fOl or thl 19$8 

R8vonu& Aot which not only place a heav~ penalty tax on oor­

porationa whloh improperly accumulate o ~ur~lua tor tax evaalon 

i'll l"pn a ~a , 1o poa1.ng t!>C burtle n Of pt•oof On t he tazpayor, but 

'' l ao lev7 heo.v!,' t a xea on per• onal IY.ll <l 1Dg co mpaniea. 
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tiawlN the Mjority cannot aeoe~ the Ylo• tbat tl» 

!lnoneing ot oxpanaion by eorpcrato roae:-Yea ia uneounc1. Innu< 

.,.rable 1Mtanooo -y bo alvon ot tho creation or no• enter·· 

pr1au by auoh •ana wh 1ch coul~ not po .. i b l :r have b .. n rlnanood 

on t l\e tz.1oot-nt -rat. !11otoricall y much or t he expansion 

2nd new ••plo,..nt in ~rica has been financed out ot reaervee. 

CID tb1o point tl» ta&oua Col.-,n C~aa1o11 doolar.o1 

"When a oo.pany oano by rotal111na part or i ta pr orit, t he 

oper at1on lo •ooth and almplo. In the ca n of a prof!l'aaalvo 

bualneoa the !low or capital 1a juat t n t he pl ace whore it 1o 

requiredJ 1t ta at tbo growing- point or lnduatry, enablins 

new n .. de a11d opportUDlt.Ua t o be ••t without delay ao and w1»11 

tbay arho. !hlo ia t rue ot t ho new ontorprh1Dg buallloaa, 

el\toh •Y ao ,., be •Jrlng only ... u proC1ta, aa wall &o ot 

t hlt eat.abl1ol»d c~J' whooo ability to •••• larp nao to• 

dnolos-ezat ,. .. by ,..1' baa glean proof' of' ot't'lolOIIOJ' and 

poftl' or 0011'1Daac1 &xpall&lOD · 'l'horo &1'0 oaooa or COQI'OO wi»N 

r.ooPYoo aN ao-latod out or caution rotber tball ontorpr1oo, 

all4 are 1DYooto4 ; • •&•: 1n t l-.e preforODoo obaroa o r cataldo 

conoerno, "l7ut pnorally o:>&aldna 1t h t rue tbat the lllo~ 

ftlr, wbon 1t falle upon co•pan:r r.aervea ontranol»a upon a ton 

ot aavteg which lo or apoo1al Y&l\10 t o t ho o~Uy.• 

.AU but tbO -•t alltN- propoae~~ta or tho und1atr1-

buh•l protlta , .. ..s-it tb&t the -ller oorporatlca 1n tblo 

country -.o~ M ...,.,.., 1t tboy wore aubjeot to e'IIOb a ta.a, 
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and that aucb oorpor6.tione should be encouraged t o ex~ad out 

~r accumulated eav1nge The 19~8 Revenue Act accepted .uoh 

r uaso:11r.g t t) the extent ot ex•pt1ng trart1 the tax oorporat10DI 

having ineomea ot 1••• tbaa $25. 000 a Jear. It ie extra .. lr 

d1!:1cult however to draw the line b3tween wbat ooaat1tutea a 

l arge and a emal1 corporation . A a~ber ot corporati on• bav· 

1ng 1noomee in ex~••• ot $ 25. 000 t1nd it i~aaible to float 

aecurit1es on t he market 

pew ot ~· moreover regard the t heory ot over- eav1ng 

• • having been eetabl1ebed , Bven it the theory were aound. it 

woul d not tol low that a tax penalizing corporati on 1aveatneot 

would be juat1tied. The greater the danger ot over•I&VlDI tbl 

!'urtber 1nveetment ahoulA be encoureged. It _,. be aoo1all1 

dea1rable to encourage the growth ot ... 11 corporat ion11 but 

t.NI predo:llinant view ot t he Ro·•nd T.,_b'-• ie that a n7 tax 171tea 

which penalize• larger corporation• dee.ring to expaD4 aDd 

provide new emploJIIInt ia a• inj\u'loue to the worker •• to 

oap1tal. 

In thia coaDeotion it 11 1ntereet1D& to ob•"• tbd 

Sweden abaadaoed ih expert.&Dt rit.b the uD4.1etrlbut., ..-otltl 

tAx a nUI:Iber ot r-ara ago, It hal now sene to thl OJ'POiite 

extreae, in the D&proc1at1on ?Unc1 InveetaeDt law ot 1ti'Pe ~I' 

th1e law oorporat1ooa •Y eeoure eseaptioc tro. tautiota oe 

lllooae aet aelde &I apeoia1 "depreciation lDYeat-t t.a4ae1 

In •aol\ ,. ... tbl &IIOWit eet ae14e t or bui~ap oa-' ... , .. 
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10 per cent or nat. income and 2 per cent or J o!Lt capita l : 

wh1la t~A amount eat aalde ter equ1~nt a nd atooka .. 7 not 

e~ceed 20 per cent ot net 1noaae and • per cent or ca~1tal. 

Corporatl~lll a are encouraged t o a t.cuzn.:late aucb tunda to be 

·~~nded at tbe down· t u m c~ the bue1neee c~l• r o a a to aee1et 

ln r educing the tluctuat.1 oae ot 1nduetry and trade . '!'he gOYern­

eent, bowa'ler, decl~ee WMn •~pend.1t\IJ'ea tram theee tuDde can 

be made , U tbe fund a are 1n'leated wit tun eb year a t hey ara 

dat1nltely exblpt tram texat1on Othent1ee tt.e 1ncane 11 taxed 

at the e~ CJt t~ a1x year period Tt.e edop-:t on or thle tax 

ln Aar1oa ehould be etud1~ . 

IV. Incant he '!'aJr&t1on 

In d1aou ae1ng the queatlon or at1mulat1ng enterprlae, 

tt. co~it.tea baa parenthetlcelly conel~ered eo called "incenti~e 

t axation . • A eub .. OOI!IIIIi ttee or the Senate P1oanoe Ce>.-1ttae 

I~• recently held hear1nge on t he aubJeet with particular 

r eterenoa to the eneoura~ment or prof i t aharing. In one eenee 

• •er, tol'lll ot taxati on tnvol'lea an 1neent1'1e or a dlecou.rase .. nt 

Al l taxee, l ike all euba1d1ea . have a ome ertect on e conomic 

t r aneaetlone, and are naceaaa~ily eithe~ 1ncent1Ye in one wa7 

or another. Reoent l7, however , t h e ter111 " i.noentiYe taJr&ttoa• 

baa been uaed in a narrower and. moro apec1t1c aenae . tbua, 

•o• people w1ah t o uae taxation •• a -ana ot controlltna 

epe cit1c .. naser1al de cielona or bualneee pol1o1ea . to enooura11 
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t he adoption ot protlt•ebar1D8 it h propoaad to 8J'&Dt a Ol'ldlt 

on eoo1al aaourit7 taaaa. 'fo encourap plant aapauloe otbtn 

would panlllt the ded\lotloe ot bal.t tba a.o'Gilta aapalllllad oe •• 

building• or •oh1nary up t o lS per oent ot tbt total taabla 

1no01M. !o reward Ill ••plo,.ar tor inoraaaln« h11 pa7J'Olll 

otlwra would allow 11loo• taa reductloea ••oullt1D8 to a IIPMlD 

paroantlp ot thl I\IDI aapendld on -plo,..nt in 11:0111 ot a 

normal period. 

In gen.eral , tl'.e Round Table regal'da tbtaa J)l'Opollll 

with oonaidarable acepti eiam, !bey involve aerioua a~1Diatra­

t1ve d1ft1oult1ea and invite the eatanaion ot govarn.ent oontrol 

over 1Dduatr7. Tha7 naoaaaaril7 mean that tazation tor riVIIlUI 

il 1noreaalngl7 aubordinated t o taxation t or a vari1t7 ot pur• 

poe•• t or which diraot meaauree m&J bl mora appropriate . 

Gon r Ditent .-ould decide wba t ap eoit1 o bua1nen po11o11a •ovl4 

be encouraged b7 incentive taxation . and gova~allt •1pt •n 

miat~ea or change lta mind . The unc11atrlbuted protita tax 

••• •naoted al an inoentive to diatrlbute dlvidlndl o aut tba 

buaineaa oocmunlty regarded 1t a1 a punitive tax lome ot ua 

tear t hat taution oradita dae18J1ed t o 1noraaae plant axpanalon 

mi ght i n jure o,.olioel 1nd\latr1ee . lead t o unaound 1nvaat.enta, 

and d1atort thl compet itive proceaa , Tbe grant1D8 ot apaoial 

tax dlduotlona or azempt1ona 1nevltabl7 aeana tbt ab1tt1na ot 

tha taz burden . In 1~51 tbt •on Papan govel'DMnt 1n O.naan7 

endeavored to haaten raoo•ery by paying a prall1u. ill tbt tor. 
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••:- l nr.c>I"'' taJ< burden ia r elatively l1ght on individual• wltb 

1ncomea below tiiO, OVO. the taxea 1mpoaec1 a:>ova th!a figure 

~re h1 r~er than in any otiAJ t~portant country 1n the world 

l nC'Q08 in eJ<ceaa o£ ~~ . 000 lll~at ~~~a total tax ot ~~~ oer 

: 68 

gl 

c~n t w:-:1ch rises t o 62 re r cent on incouoa in eJ<coea ot flOO 000 

.,,. oer c e nt in exceaa of t-500. 000. 77 per cant in aJ<caaa ot 

il 000 000 and 79 per c e nt 1n e'cesa of f5 000 . 000 . In c on 

tr!lat t oe maT.in= !JrlUGh s u r t u x rn t e 1a 69 5 per c ant The 

:: r; tls :t r r~c on a r o. ll 11\Ct.mcs te r..on;. tir.10a t l'.e American rl\te; 

!mt t he t a. J< pale! hy very large 1ncao>ea 1n Br!ta1n 1a oonlldarably 

le u a t :u n in t ha United Sta tea 

Aa far aa revenue ia c oncerned tho importance or 

t nn ae aur t .. J<ea 1111.y be axa~:ge rated 1t ~overnaent conflaoatad 

ev .: r·• cent cf taxable inco""' a bov" ~100 000 it would I'I'OC\Ira, 

u s1nl( 19~5 f i gu.rea . a revenue or len than one bUllon dollar• , 

wn1cn ia juat one ninth of feder21 expendit~rea in the tlecal 

'7"'11' 1!>39 In t he prc-ee as 1 t would c!eatroy m.c t. or the an t ra 

r.r~nu,.lol a bility o r t he country. while it would a:aUr>fl\lllh 

:~ nrt s ~h1ch in t~e pe at tave been a .ource of new 1nveat .. nt . 

In caae people of great wealth hoard tt.elr aav1n 11•• 

t:-:A e ffect of govor~nt taxation u aually 11 to divert funde 

t r :>a he a rd ~ng t o eoneuztpt1cn _, o.nd thue create JNI'Ohalins ~r 

neoeaaary to producti on ••••rtbal•••• 1t cannot be llev.td 

t t.at we$lthy ;:.e ople pe,_nently reaort t o hce~1ng, ancS eound 

.-::>ve r nment pcllcy ahauld g1va auoh peo;•la an 1ncent1ve to 1nveat 
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In the l ong run , purchSalng ,POwer le derlv<Sd only frOCI prodao­

tlve ••pl OJIMnt , a:ll! pro4\lot1ve eeplo,...ot :Mpentb 1" pert oa 

ODleee we are prepared to natiooaliae tbl 

eooncar tbe loeenthe to pri.ate lftYeat:Mnt .a.t not be 4e•· 

tro,...d . 

aYen tbou~ present eurtsxee do not entirely uee 

up thl available quantity ot prlvste eavlP\ga . nevertheleae 

aunh aurtaxet do 1nev1 ~~bly atrect the ehar~oter or lnvee~nt. 

~ern.ent now tlllcee eueh a largo part '>f 1neo:noa 'lbovo JlOO,O?:> 

t• T!l" r thet thd r8e1plonta or aueh tneomo ar~ 1ndueeo1 to •'h~taln 

f rom ohanc" · t 3klng Contr?nted by a ehol e" betwe .. n two enter-

prleu -- one wher• the rlaiC 1a uont but the profit b.rp 1t 

auon.,aetul and the other wher e the rlsk a nd prot lt art bot~ 

leaa - - the loveetor la likely to pla y aare, beoauee he MUet 

pocket 100 pa r oant ot the loeeee ~t turn over t o t he govern­

~•nt the larger part ot the S&ln . The prsotleal effect le t o 

o~u'" l nve ~tore t o awa1 t an unt1iat" k'ble coneuoer de~Mnd f or 

~~~jucte yet t o be developed ~hen the very proo•~• or 1nve3t• 

Mnt 1111P;ht lt aelf at1mulate auoh dennd . 

:Gs 

Regraded Unclassified



- }0 iL'i" ~ 

Vh .!.le ve do not cle:'er.d .h•ri!.t~ona!blo 1Pt oul&t1on1 

.. -o .!.. I 

e ·o~: al\ to i'Oi:lt G ... t t.hat. lJ:d_)t~itl p1'03J'8U unl5tl' oapitall• 

!laa b;en l &l'gel1 4ut .. o p1onecr1z1! 1Dn1taent, Onoe Ule IIOuod­

:Ht .. ot ,. ne\. ente:opi'1H 1c tlt&l>Uahe1 7tntuloe O&llital. •J 

cove !cto ne. f ield• . ~O&\L'i more tlmdd capital to take 

w~r : :1e .-:e".l.7 u~"bl~L'led cnterprtan. Oppozotunitlel tol' 

1·;·la. t: n l l" tltdd ~!>~! !;al r <>p:-c _entod b7 t be laY.l ro,::l of 

;..,v; •l u o! :IO,erato 1'101\lll ; dep$n •. largely Upo.'l tht 1n1Lt&tlYt 

1~ ta ~r??obl7 t~e t h at at large 

a·oN 1111ve h~J:l loJ t tn ;tc"\1' ··i:~g investl!lent 11.1 !laYt 'bttn 

11161 e . 1.''> N.nl ' .. o th.'\~ Jualn ... ~ · 1:.cent1 \•e -1 be dOD1.'l&ttd 

~~~ ~~~ ~~· t!1e or; a:; ~ · ' ~ulse 'l!ll by d dl'a l re tor lar<;t 

·•:: tlle 3 1l a a ·:,nc au\C!Iin~ oon of t.' e r l aka la llkelr to 

11 <1 ~-)t.:r'\:;e n ot ->nl~ p •o1'1t 1lut cr .. 1t .i ·:..- li:!PUllt &I vell . 

; .-1 ~ev.l:t-; ' !lbt !)OOj)".e of :Jl'Oftt ' lt:'!llth ah0\&1d bt 

onC Y.lro\ ~e<l . o l!lVelt tn 'l&nture~ome ent.,rpri waa t!lo :1'1'11>011• 

-1~ :-f-'l t se:~!; tmont. 101 t'!le Ro :nc\ Tabla 1 .:1 tb'lt tax rat•• u; on 

l~: ;r.:o e abo•1 e .1;)0_ 1)01) s:1.:>uld be _,w.,red: f1};l n3 tb• lll~<"'.hn.llft 

1:-u 11rm ld ~~1 v;o tlt ? ·•11111 :.>ty 1nvestoc• l ei I than half tl1• 

t>:Oo!'it or, e. t'lllq !t~torprtso vbl:lb l ~· not Wl ro&eonablt it 
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t napirtd by & de11re to protect vealth &I 1uoh, but to 

ttno~as• 1 t t o pertol'lll a t unot1on of value to the 01>11Atl7 

u a IOOle, :p&l't1oul.&l'l'1 the U.'l81!1Ploye' , 'l'he p~4CII1nant 

•enti~nt ot the aoUDd table &leo believe• 1n ~ns the ~­

duotlon 1n a&Xi.ua 1urtaxe1 depend ,nt upon the abolition ot 

tnx·•~empt 1eouritt e1 . Whil e a pop1t1ve 1nduo .. ent lbou14 be 

stven to areat vealth to .ab&rk upon venture•~• enterpl'11el, 

~he incentive t o oaut1out 1nvelt~nt gi ven b7 t~ exe.ptJ on 

•~ould at lbe ,._. tl. .. be te~nated . It 11 4ellrabl o toP 
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people ot vealtb t o pay &n l.no~ tAx 1D noool'danoe vith the 

prosre111ve pr1no1ple, but no t ax 11 quite eo res r eeel ve &I one \ 

lfb1oh diiOOIIJ'&~I iDVIItMnt in nr. enterprilll, beM\IIe 1\loh 

a tu r.&ll7 1e paid by vorke:re who cannot tineS private 

-.plo,_,t . 

A ~1' ot aeab'r' ot the Round Table 41111nt 

trOll the pt'e4oa1n&nt vtn.• They do not la\ov ot ~ authent1o 

- . --. --- - - -- .. - - - -
• J>ttnnhon, lA!dle:r, and J'iohter 

- . - -- .. - - - - ~~ - ·- ---

report• ot hoY .uOb rilkJ 1nve1taent i n real eap1t.l out1a7 

tn the put bae oa.e tra theae h1sber 1noc:.ee · 'l'o4aJ "_." 

_,. be a 10&1'01t7 of 'ftnture• but plent: ot •vent~.~r~• "lllt&l 

&Y&11&b1eJ ca tM other lwand, l&JOSe oorpoNUoal ~ &ll'lllltJ 

. \e t11'eno'nl - 'IIDtul'll out of t.betr t'lmde Par\1oul.&1'17 

1D \be •••• ot oon.,..r 4 "" tlw a '41'1 d<Nbt ~er 
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;c·J,)!>l e :tOu:t •l 1m'!>&r l: u p on .L"ll.l~:r 1nveatment, even tr the eurt axe1 

... er? r otluoel ·•"ho ·ex tstene e ct lar :;" fortune• i n " " .aoorao:r 

: s or 'lUfJS t.~ O.Nl;,le ut.:.Ut:r; doa.,1te t "r . . h 1S)at ;>t t he P.Nient 

eur t·l.."tet, " eur;>lua rt.oaL'"l .J enab.Llng t~e veal thy to en j07 & 

1uxurl 'u' .,xh tMctt · Those -.'bo tl\lcr. thh 1!ov !&!lor no aot.1on 

~~ twluol:~ t)': e eurt axea unt! l 1\l'te.· the quwat1on baa 'been 

CP.rat •Jl :.f s t u:J1 ' '-' and unt il t her • 1t -lODclual ve e v.1"enoe "' 

t o :hd er ruc t o! !l.t;-,'l eurt &lto• on 1nvut aent. • 

• :::ly i'r ... ree,.,r Dlte:tl4r . I - of t he op!nion t."l&t e videnoe 

'"' to t:n err eo . or sucn surt.o.xe• 111 ~no 111 :&ger t.o t oN any 

t.ht~tni to eonol ualon s . ';)u t. 1 M v! ll1ng t o :a·Jp!)ort t he reduction 

i>f I UC!l t tuOI , l f tAX-'!XtJ!ll;lt.l.Oil 11 &1 80 &bc;.'.b hed, tn OJ.'OtP 

t" Je t.el'lline 1 r t.h) errect~ are b •net'. c~o.l .. 

D;r JCr =tpo.ld tngr Vh1le 1 c~"lJllt , .,. o1 t he r j ua t loe or 

Y:. 1doa l n a tu rate •• high '" 79 per cent npepblpoeM 

U;lon at l\t e and l oou atat ea. 1 do not th1llk theN 11 ntttot~' 

evi dence to juetit) tbe oonolue1on re~otinc lnY .. ~ 1a 

e.'lterpP i ltl of sr-•'-•zo or leeH~ Pllk· 

- - --- - - -- ~ -- - - ~ -- - - - -
Ve btl1ne tt.e t t. ~u- o1 ~ UW 

1\41UJ118tN~eio:l ot our .. tat e tuee llhoa1d b• et,.Sl~ . fiW 

~•r .11 :;h&t &."\ eatate t ax M7 be eo h1Sb tMt tM 1W1n _. 

t oroed t<> 11qut 4at e a eoJns 'bultne••• throrins -.. od ol 

._-;1071Mnt · Moreo• e:r, :.t t.'he tZ~pCaitloo tit euoh t~ le M 
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6rea~ic as to tmper1l th~ tinan~ial wecur1ty ( f a going con-

cern, the joba or a.ployeee are j~opardiced ~owner ot a 

concern .. ,. guard ag&1n8t the et 1den 11ab111ty t or an eetate 

tu by tak11'18 out 1raura~.ce; but a0111e l1 ves are not 1ne1U'able, 

and i nsurance 1teelf 1ncre&a!8 the COl t & or production &Dd de­

pr1vel concerns ot tunda vb1ch ~gh~ other~1ae be uaed in ex-

pand1ng producti on and employment 'l'odaJ s0111e &81118 entrepreneurs 

uintain a cora10erable portion or the1r cap1 tal 1n 11qu1d 

aecur1t1es s o that tunds may be on hand to meet the estate ~ax 

nrter death The uae of capital tn1 a vay reduces tht suaR othtr-

viae &vl\1lable t or . •on- l i quid i nvestment auch a a in the oon­

atruct1on or hou.ea or office build1r~a arA 1ncreaees the da.&nd 

tor the secur1t1ea of s tandard corpora lona. again nan01capp1.ng 

amall enterpr1•e 1n need of capital s~met lmds a s olution !a 

aought under the prov1siona or lav vn1 ch author1ze pa,.ent of 
•.lith 

t he eetate tax in 1natallment ever ten Jenra/1ntereat . This 

vorka out sntlafactorliy vhen t~e tatnte ~oee rot shrink in 

value Jfeverthele as •1e t.el1.lve \.hlt pt-obl- of ado1n1 stra t1ng 

eatnte taxea s o ae not to interfere v1th enterprise necde to be 

rurtber eXAIIlined . One augee~tti " n 1..1 t.hat th:J e,ovet ruaent should 

be g1 ven non -111&1l&gew mt o .nt.. ship 01 t .• e share repreaented by 

the tax t or an exte11ded period of t1me 

I em opposed to ~h1a dU~~eat1on &I it 1n-

croaaea government control over buaineaa • 

- - . -- - - - - . - - .. - - -
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rv . Capital Qalfta aDd ~- ltlt.-pta 

Any teDCSonoy or pooplo ot •aua to rot'ftln tra. plo--neertng lA•••taont, upoo tho row~t10D or whloh MW -.plo,... 

:~ent depend a, h t'larther onoou .. p4 'b7 two other rMtureo ot 

oar tax oyat.. . ~he tiP at 1a tho rooont •tho4a or tutq 

oapihl gaino; the oe.:.ond io tbo ozlotenoa ot tax-ox...,-

Capital pine are u . .uallT tho ronlt or tbo oalo 

ot eeouritiee or real oatata 'b7 ordlnary 1n•eetoro or own•~•· 

eualoaoo ontorpriao and now oaplo,..nt are both oaPYod wbon a 

capitaliot who baa doYOloped a n oooaatul bueinaoe aalla oat 

to more cautiouo capital and aabaru on now •onturao . 1'bo 

extent t o which thlo prooo .. !».a baon haltpered by a taz on 

e~ptt~l gaina h a -ttor ot controversy , During tho •boa.• 

period e~pital gaino realised otter two ,earo ware oagro .. to4 

tr011 ordinary 1no..- an4 taze4 at the aoctorato rata ot 18 par 

cent ; and, in ottoot. capital lo .. •• eoul4 be da4uotod tra. 

orc11nary i noo• . ~en thia oa.part.t1nly l ow rate ot tax waa 

erit1oizo4 at the t1• on the grOUDd that it datel'l'Od a&DT 

174 

holdere ot atoek troa d1apooing ot their bold1ngo, tbaa oaa410r&t• 

1ng the bo08. Wheth er or not tb1o or1t1oln waa juot1r1o4, 

the r evenue 4eri ve<1 trom capital gaioa provldod a tar greater 

proportion ot revenue during tho pro-doprooo1on porlo4 tban 

i t hao a1noe . 1'h1a 4ool1no, howenr 0 -Y be duo to • ob&DP 

1n the e oon01111o altuat1on aa -ell •• 1n the •tbod ot tulng 

euoh gatno . 
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•ow a capital sain usually r epreaenta the realiz,t1 on 

ln a aingle ,.ear' • i ncome or a gradual 1n~rea ae i n value which 

-.y hil'"' a ocl'\led ove r a long nUIIber or ,.eara The Rnenue A.ot 

or 19~ ende,vored t o recognize th1a princ iple by devia1ng a 

complicated time aoale and increaaing the tax on capital ,.in 

in accordance with the length or time the realised aaaeta had 

been held . On the other b&Dd, it now limited the deduction 

or oapit~l loeaea only t o t he extent or the ca pi t al gaina in 

the aame year plua an allowance ot' t 2.000. •• a reault or 

the eo~plicationa inherent in the t l ae- oeale device, and the 

limited ca pi tal net loaa deductiona , the velocity or bulineaa 

t ranaaet1ona and the incentive to inveat in new and =or• rlaky 

venturea were all eged to have J ean checked. 

Prom t he atandpoint or enterpriae the aituation waa 

conaiderably improved i n the 1938 Revenue A.ct . In et'rect, a 

celling or 20 per cent waa placed on the rate or i ncoee t ax 

which •Y be iapoeed on capital gaina realised on aa1et1 bald 

r or a period or tram eighteen to twenty-rour monthl, and ot 

15 per cent on gaina r ealized on a11et1 held t or a loncer 

period. lloreover, the aot abolhbed tbe t 2. 000 net capital 

1011 l~tation, allowed an indivi dual to deduct h11 lone­

tara capital loasea rrom regular 1ocaae aubjeot t o a oertaln 

oail1ng, and allowed a carry-over or 1o1aea ror one ,.ar ln 

10 tar aa auoh 101aea on aaaet1 bald leaa tban eilbteen •ODtba 

were aonoerned .. 
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- - - --- - -- - -
· -- ---
thAI ohanpo •do i n tbe 15138 aot det1nihl7 ot1.al&te4 inYoot• 

• nt an4 tbat no t\lrtblr •-DdMnh 1D t he PNHIIt •:rate• ttl 

tazinc oapit~l gai11e and l oeHo obould be .. d• until att•• 

core data lo &Yail&bla •• t o the worldng ot tbe aet Sa Hli.• 

t1on t o tbl flow ot oap1tal. 

!be predoainant new ot t be Round fable ll tbat 

the 1SIS8 Aot went t oo t a.r 1n ooe dlreotlon but not 1D &Dotbfto. 

'l'he pr oYleionl all.Oirlng the deduot1on ot oapltal 101111 h• 

ol'dln&I'J' 1Doa.e, rat her thaD trc. oap,.tal p llle al_., HtM 

oYer•pMPOUI . on tba other band, the rather 1'1114 U• 

l1•1t• lllpoeed 011 the O&I'JT•O'NI' ot lo .. •• bT the 1tll Aet 

handioape &II 111Yeet01' wleblDC t o take into aooo-t tbe ..... 

tlon ot the 1No1De .. 0701a. .. oannot 8abeor1be to tbe •Sew 

that oapital plu 8boa14 Dot be ta.ud at &11. U tbeJ' .... 

untaaed •• ln JDalall4, •- lMlrtdaale lli&M be •1e••• •CNt~a 
to ••oape ,.,..Dt ot 111eo.e ka altopt.blr bJ' -••U., 

resuler iDeo• 111to oaplta1 plu. .. •on14 Dot bowtYtl' .. 

t o the oppo.Ste .n ..... ot nbjeetlng oap1ta1 •Su H tbe 

hlp• nl'talt rat .. out ot t••• ot 418••-11., ttae t1ow ot 

Plok oapltalo »:Jet ot the ICND4 fabS. WCIIIU t JleMlf 

•••N•te oapltal pill• &114 1o•oa• trc. ordJaU7 181 I 1 ... 
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plnl at a IIOderah rate, deo~·n.tll8 w1tb tbe leacth ot tlM 

th.e a11et le bel4, &114 allow tbe c&l'J7 O't'll' ot lOIMI tro. 

tho tbDI't to tt. loq•hl'll per1o4. •- or ua wou14 ataollu 

tho 4let1Dotloo betnea the two per1ode ecttrolJ aDd. tU. all 

IJillnt at a 1104erate tlet rate ~be 1••• ooap11oatt4 11 'bl 

to tM enooarasect .. • •• pr· 1 osat CUI Htb&i 1 lg14 •••• l:bil•a 

- - - - - - - - - - -
• 87 llr . •totlJI ~he liNCh dhC\IIaec1 queatlon ot tbe 1no­

upeet ot capltal pine, oute14e ot ordlnar r bua1neu looo•, 

oould be eet at rtlt and a ralr le•y 1mpoaed tor the aake or 

tho re• enue bJ a totally d1trerent a pproach I aug11t that 

a tran11ot1on rewltlng 1n a galn or th1a type be •de tbl 

tubjeot or a tlat exo1ee tax. payable promptlJ a t, I&J, 10 per 

oent or 111 per cent ot the pln ~ble hla the &dYantap ot 

to.plete ••veptton tr~ the oe~~~pllcated rate apparatut or 

tbe lno~ tu1 tbe li•Y talla on the tu: payee wbtD he h l D 

tundtJ tbe TreaturJ reoe1••• tho tax ln r ull a t an earl1ar 

4atoJ the lnl)~ tax return• would atrord a -re aoourate 

p1oture ot the true lnoo .. a•al l able and would turn11h ltat11• 

tlea on wh1oh rete• •1sht be more 1nte111pntly prllol'1bt4J 

thl 11\Yeator would be able det1n1tely to ••U•te thl tall burden 

or h11 tranaaot1on. Pret~bly loaaea would be lpored unl111 

a aenarout TroaaurT aleotec1 t o permit them t o be 4tduotad tr .. 

a•noral lnooae at a •ttor ot deoanor rather than or &ood tu 

pr&ot1oe. . . . . - - . . - - - - - - - -
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ftz Dapt §!om'1Uoo r Wbla lup lao-• ue 

enoo~pd to tea retup l.a taz •x~ ooovl,loo aao\bl• 

blow to •••~ oapltal 1o 11••· 9ockf U lo .. " JI'CIItltla•~ 

tor a -lth7 .aa 1lablo to beaY7 ov~ to aooopt a -u 
rote ot lateroet tro. a tas -ox.-pt ooovu,., laYolYiae '1'11'­

tua:ly a o r1ok, thaD to la'l'eot la taxable oatorprlooo bol4lal 

out tho bopa ot a tar sreator retiiPil., !'blo adnatop, ..._.,...., 

doe• not extend to poop1o ot •-11 •aao.. POP Oli:OIIlllO • to a 

.. r:-1od ... with a -t 1ao- ot ta. 000 a S par ooat tax­

exeapt oeour1t;r will ;riold the equ1n1oat ot oal7 s.UI par 

oent taxed oeour1t;r. a..t to a MD with aa 1no- ot tooo.,ooo 
a Jll&r• a S par coat .an1o1pal boad upon which he po;ro ao tauo 

1o equal 1a Y&l- to a oeOUJ'lt7 ;rieldiDC 10. 7 per ooat liable 

to the O\IZ'tax ~ ahould a wda1thy ... tau a r1&k 011 1aYeot• 

-ata hold1ns out tbll dub1oua hopa ot aa 11 par oe~St y1o14 

wbln be oon tlnd an equ1•alont aot rotura 1a taz••x-.pt 

eeour1t1eo whtoh 1DYol•• DO r1ek at allt 

At preoant there are aeorl;r tweaty b1ll1011 4ollaro 

worth ot local tax<>Ox .. pt oec"Jr .. t1oo outetandinso fbt sreateP 

port ot theoe oecur1t1eo oro ot111 hold b;r 1not1tuttoao wbO 

do not profit tram tax• ox .. ptlon but who 4o lao1ot OD ooc\U'ltf• 

•oaetboleoo, 1nnot•ato 1n tax.-.o:u.pto 011 tbo part ot tile 

woalth;r •••• to 1ncreaoo wblno•er bla•:r ourtax roatoo are i11pooe4 

Pollowlas the reducti on ot ourtazeo ln lel6, tile peroenta" 

ot tu ... xo• 1ateroot 1n the oaoo of tho •llllOD01ro lao-• 
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previoual)' .. nt1oned dropped traa 8 .41 per cent to 2.98 per 

cent, but tol loving the ~1~oaition or high aurtazea 1n 19}2, 

the percentaae or 1nccae traa •hie aource roae to 110re than 

10 per cent in 19}}. and 18 4} p~r cent in 19}-. It tell to 

6. 4 per oent 1n 19}5 · It ia poa•ible that th1a changed 

proportion 1a d\\e to the tact that taz-exe.:pt int\c.e ~n• 

conetant during a depreaaion a1nce goYernmente continue to 

pay 1ntereet , al.tho\18b incc.e trca etocke decl1nee. Weveor­

thelell ve are ot the op1Di on thdt vhen the higher 1urtaxe1 

are railed . there i~ an tnevita~lr tend~oy or thole 1ubjeot 

tO I Uoh taxel to 1LC~ale their boldinge ot taz-exa.pt 

1ecuritiea. 

Ve al.l bel .ieve tnat the1e tax ex-.ptione ahould 

be d1econt1nued even tho\18b the federal governaent doea not 

gain a cant ot reYet.utt a1 a reeult . Coupled vith high 

aurtaxee the preaent policy ot tax-exeiiQ)tion iw a politiYe 

diacourac-t to riak-tak:'ng on t.Jle p&r"t or thoae -t able 

to attord it. ~ atat~; ~ aanlci~itiea co.plain that 

te~tion ot tax-exa.ptio.. ·woW.d 1.ncrea•> theil' ~oat or 

'borrov1ng. Ve do not r(3aN th1a cCA~G~laint ae iJiporteDt. In 

the laat &Doal~ia the -~ taxpa)'e::' too~• the bilb tor the 

federal., atate, an4 III.I'Uoip&l gOYeJ-te. Be ahould look vith 

taYor -qpcm a tax a~t- -:."bioh prc.otea rether thall hiDden the 

deYelo~t ot new enterpri•• aDd ~l~t-
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Although tba Roul'ld Table 11 'W\&Dimoue ae t o tbe 

c1ee1rab1lltr of e nding taz .. exeiiPt eeo1U'1tlee tor tba tat\IJ'e, 

d1ttereno .. arlee aa t o tba beet •e• ot br1D&1DI th11 about. 

we oannot enter upon a dhou11lon of wlwther Oongrell bae tlw 

conet1tut1onal a u t t.orlty to tax atate eeOUJ'ltlae . ••••rthe­

l eee, • majorltr ot ua bel l••• that ooncre•• e bould pa11 a 

law e nding the •x•pUon ot all a uch 110\IJ'ltlel hilled ln tbe 

ruture . hnlng t o the Supre .. Ooart the talk ot d e c1d1Dc 

whether auoh a atatute would be Yalld .• Onder the -o1t 

• BJ 1111' . Parker 1 I be line abo that tba 1nter .. t derlfed 

180 

!roa Pederal, 1tate &D4 l ooal boDda abould 'be .u'bjeot to 8Urtax•• • 

- - ---
favorable o lrcUIIIa tanoee. Jeara are required to eeoure tbl 

rot1! 1eat1on ot any oonat1 . at1anal ... nd.lnt. and 1n Y1 .. ot 

the 1noreal1ng co.pet1t1on 'bet"eo t~ federal soYe~nt 11114 

atatea OYer aouroea ot ~ YenQI lt 1a doabtt'lal WbiU.• t•M• 

! our t hl ot the atate legte::..aturea l n anr toreaeeable peJ'lOil 

would a pprOYe a n -"--nt autbor1c1nS COaplll to taa t:MU 

aeour1t1ee Wlleaa Oongreaa san aoaet~ to the lltatll Sa 

retu rn. OoDaequently .oat ot taw Jlo1ID4 hble ._11•••• tJat 

Congreu 1bould ~ately teat lta pawn ~ aotlD& to -.4 

an abuae wtl1ch Bepublloan and »e.oorat1o Prea1denta baYe 

equallJ denounced • 
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• 117 Ill'. 11111 In a441t1oa to ouoh a law. coacn11 ebcM14 

oleo propo11 a ooaot1tut1onal ... ~nt oxproool:r srant1aa 

1t power to tu 1toto IOO\U'1tlol o 

- - - - - - - • - - - - - - u 

loYeral ot 01:111' oolloagueo do not so alona with u 

beNe. !be7 oxpro .. tbo rln tbat obollld tho aupl'080 COU't 

- ------------ - -
• .... ro . Spal41ns and vano• . 

. - - --- - - - - - - - ~ ~ 

doo1do that Congrooo b7 ord1nar:r otatuto ooul4 tax tuturo 

atato ooour1Uoo it would tollow that Conan .. bad tho powo:r 

to taa oaiotiae ooollt 1 tleo 7't>e doo t rlno ot reciprocal 

~1t:r 1o ot lons otan41ns ar.~ 1o oloool:r analoaoua 1n ito 

eoon0111o ottoot to a •:rule ~ pr ~po:rt:r • InYeato:ro. whether 

1n41Y1dual o:r 1aot1tut10al&l, ban bousht tax- oa.-pt ooour1t1eo 

to the a.ount ot about twent:r billion dollar• • 1D rol1anoo 

upon taa 1-.anit:r. It wou~d bo unw1oo t or Consreao t o SiVe 

the Court an oppvsotunit:r to uoerYe a long oottlod dootr1Do , 

a rtoottna tho Yaluo ot ouoh a •••t q\IADt1t:r ot outetandiae 

ooou:r1Uoo. 'l'he:r bolioYe tlat a oonot1tut1onal aMnd.ent 

lboul4 11ait tho teNination ot tu ea•ptlon to eoaur1t1oo 

hilled 11l tllturo , Suoh an ... ndllent oould oatoguard tho 

capital ftluo at outotand1na bexldo, while eubjoot1ng the 

1Do~ t:r• ouoh bonda t o the poroonal proarooo1•• u oo• taa. 

!Sl 
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fbt •lOI'l\f 01 u do aot fMI' , .. , aliiPlJ be ..... 

ooap .. , •r ••• tbl ponr to u.s taa-ea.pl 11euolUee, 

wbltbll' OQ"talldtq or h be lined, it tollowe tba' Ooecre•• 
wO\Ild ex .. olll thll power retroaoUwelfo Ooopoe11 aid •• 

pi'Uldtnt 00\lld .ab it oleal' tbat tbef baWl DO nib sa•eaU•J 

aDd IYID 'bOQib U7' 00-lt.illt OD tblll' pan WCNl4 DO' bW 

t\ltul'l &QlaletNUODII 1 it would bawl 11'1-' IIOI'al Wi&!l' ol 

- . --- -- - - - - - ---
• Br ~~r. Blleblera I rawOll' a ooeetttuUoaal -dlleat eD41q 

tax exnptloa, wader whlob tbl redllral so••-nt would &P'II 

t o d1aooatlaQt the tederal g&IOllae tax 1D t&'YOI' or tbl 1tat11o 

Soa• .uob ooaproalae le ne oeaaaJ'7 berore tbe atatea will 

~a11at t o !Dorea•• the rederal tax ~I' at tbe1r expen•• • 

- - ----- - -- - - -
CODSI'III baa abown no dlapoaltloa t o tax bitblrto ex.-pted 

f edera l aeourl t1oa 0 a nd a houl d be t ruated not to t ax out· 

otnndtns ata t e ••curl tle• 
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v. Oh11el1QC the poor 

In reo-n41118 the 110d1t1oat1on ot corporation 

tax .. , a IIOderate reduction 1n the luser llll'tue• on tn4h1d\1Al 

ineCliN, all.cS tlll'tber ohan&•• in the pre11nt MthocSI ot tu:tna 

capital salnl, the pre4oa1nant opir.ton ot the JIOWid table •1 

be aooUied ot betna unduly I011o1toua ot s reat wealth. 

Ve hope that &Q7 euch i~r•••ton v111 be ott1et by 

our reo-n6at1on tavortna not only abolition ot tax-ex-.pt 

•ecur!tiel, but &leo an increa.e on t he income and eetate taxe1 

on the a1ddle bl'&oketa 1\lb.Aquently dUoUIIed. •oreover, ve 

ttod el.lpport t o.· t.'le reaaontna u.nderlfina the conclu110111 10 

l"ar reached in a t·"POrt on "1'u.atton UDder Oap1tal1•• 111Ued 

bJ the hb1an a.11arob Bure&u, .:uaiob repre1ent1 the b .. t 

aoo1&111t th~t 1n England. ?bia 1~port atatea, "It today 

t here U not enougb purohallna power to buy tha produota ot 

the taot oriel. the .....Oy doe4 not lie 1n ~avtna le11, but 

quite lleevtlere • • • 'l'bco •••ul.t:. or the 1"&11111'1 to tnv .. t 

atreah, or ot a tailur~ to xe~ old capital eft1c1ent &Dd up­

to-date arot not _..y t o uaaarate. To UlfOI\e 110t ob1111ed 

V1 th the anti rely erroneou• C.OOtrtne •. · ' ot ll*ldtna . 

1t 11 clear that tbe ab111 ty to ol:'ter -.on •plo,..nt and 

h1Sher wace• depe!)de upon the extat&Me ot tactort .. Wftioh 

are vp-to-4ate aDd properly equipped, aDd th11 1n tum depend• 

UPQQ the~ ot tt'e npp!y ot new ~avtnp.• ?be report 

atatee tbat turt!l.er 1noreue1 1D uae iJic- tax a18bt dentve 

• 
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the oo\11\tl")' ot a oOM1derable a.ount ot ent$J"PI"1ee all4 &alllltf 

aa vell u valuable N"+"ill&~· .. or ie ·Ooo4 lldd•noe• tM ape 

propriate o~t ln lpite ot tbe wets.nc •m-.lo~t at 

hOM, t or 1t ,. N&llJ' do l.o .. enterpr1elq an4 a'bl.e -· 

unftG)lOJMDt IIUat 1noreaee 1t1ll f'\uother. • A l'llreber ••lldf 
publithed under the .... auep1oet propoeet oertatn 1no,....• 

in tht IUJ"tu•• ot the aidcUe olue, but lea••• ~mtouoas.d t!w 

turtull on nl")' l&rge 1noo.et exoept to lover bJ' ) . 25 per oent 

tho tu on 1nao.e• betveen • • (5,000 all4 .100,000. loo1al11t 

thougbt both in lveden and Britain reepeat the pr1no1plel ot 

oapit&l1aa to a tar greater extant tb&n doet exiettac t&a 

ltg1tl&t10A 1n the Unlt ed ltatea . • 

• 117 Jlr . DaftDiaOAc It atpt be &J'Iued tbat r1a1t7 oap1t&l 

t'u.oc!t are 1n llloh laaa saneroua wpplJ' 1Jl 11Ve6an or Jbo1 talA cban 

i n tht United ltataa. 

- - - • c.. - • 

It 11 poe•ible u.t it u. t .. "_... 1Jl - ua 

•r•t• ~ialq entarpriea r ta _,..,...., tat_.. 111\'M-t 

V1ll be Mde 1101"8 all4 1101"8 '!17 SOY&-t all4 bJ' people Ill 

medtua-llaed ioao.ea Wbo 1JlYalt _,. J..uwelJ' 1A SOY•• t 

bon4a or i n aa•lJIC• 'b&lllt8 all4 Ute s.r..av.ao. • 5 "'•• wtallll 

cannot 1Jlntt in o etoakl · ftwra ia ._. CIUila:' ~f.-

that UDleu so•e~t ~,. •- tba rte14 of puSPotln 

l n• .. t-t aD4 a&Ucmali .. l tba ao~, ·~ Ml'it&l Dlllll 

!84 
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'o tU•1•tt Dft -~H 11'1U dtt.JIU, ... U.t ... 

u• ¢ wU1 I tn 1D & oCDIU.Ucm of tt•I"Ucm ...... 111attla 

.._loi t wU1 OODU=e to altt. Wt wtllb to NlteNtt 

tU' aott.Sn tuattcm vpGD the rttla 1ent4 1a tbe- ot 

1011&1 j\IIUM •t UYI the tfttot of t•t'•'• V .101 !.• 

%t ........... '"s-14 tott DOt bJ- 1'1tla"' bJ- pool'•' 

. - - ----" ---- . -------
• ., .... 1Jd41Dit 11 it DOt the .. toMl ot &11 t&Dt, 

t141Nl, ... , •• Uld 100&1, tlbltla .. , - s-14 "haiaell ----

,., .. ta.tcno. tMN 11 SDJt11.1111 to 41ttr1batt \1 ttoe"boldnl 

aDd .,,.,,.II ~~~We thet 11 the 4th..._t to 1Dnt'-t ot • .,.., ... 

oapit&J• Nthel' tbsD Ule t~ IVtU Ntll Uld •tea U $ ,,. tlbllb 

Yl MYI 'bltA 4110Ut1Dif 

-. - - ----- ---- ~ --- - --
It Ule .-..toaD tu IJSt• IIIIISU17 peD&lUII Dft 

tDtti'PI'ltt, 1t tallt tu too !IMY117 upoo u.. 1ow-1Do- poup. • 

~ tultt vpCID thell polliPI &1'1 DOt 411'10t17 1..,.et4 01' IODI010U• 

l7 pa14, fbt peDDill of the poor &1'1 eztNott4 11'1th & w1nf­

UIDIIDt ot ,.s.a btoauat tht1r tutt &1'1 \IIU&UJ' b1Me. !be 

Ml'11ttt toa of oaw'-UOD tu ,.. the t&I'Stt. Itt plll'PON 

Vat to 1DOI'I&II 4-ttlO prloll fOI' the 111Def1t ot Oll't&1D 

Proeblotn, Vlthl.D l'lo•t J'MI'I the pi'OOIIISJII tu bat ._ 

-.plCIJM tw pw:powt I wtwt t1Jd1&1' h the t&l'1t1'J aD4 the 

IIOit ~t r tnt .. pPDOtollJII taa '•1*14 OD lupl' .... 

tsns• ••n 11111 the ooet ot npr to the .a.r1ou peUo ~ 

.)00,000,000 • J'IU• 
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tM lDoreullla " a .... ot ~u- ............ s ... 

ln1ed bJ tbe tedoeNl, It&t., aDil 1~ I0911F c-.1 Jlaft ..._ 

1Up1NCS ns-n17 b)' & dellN tor ........ hob .._. ,_ .... 

•••M'&l ttiiiPtllla ..S.Utap•· 1 • .,.. u -.., tall ,. a•lJ' 

OD U.Oe111t1e11 their 7!eld 11 (' ....... tift~ ~~~ !A ..,_ 

p&r11CID Y1t.b U.l OD 1noc.e. on. tbell U.l &1'1 bl.S. 1D 

tlw pvabue pri01 01' 41ttuu4 1D ROb " ..o~&te t.bat tbe 

t&Q~J'Ir 11 tv lMI .-... ot t.ba CbiD ot a 41reot tu. Ill 

b\171Jli a J)41ohp of os..,..ttel tor a a., tbe W1•14ual 

th111kl bl 11 ,.tt!AI a bup!D. In taot bl 11 ,.ttlAI toar 

OIDU VOI't.b ot Oll&l'lttel, wb1le tbe 1J.I. ptl 11Z O.tl 1ll 

tu, A IIIOker 1lbo o..-1 a paobce ot o11&1'1ttel da1l7 P&J'I 

a tldiNl taz •• unt1DS to ~out •22 a J'MI' . ~ .. r, a 

ooreUIIIPt10D 1"7 obl.lse• people 1n tbl lonr-1no~ 11'0\Q) to 

.a 1~ oGDtr1tnat1on to lOY•• rt, wblreu under a .,..,. 

ot Gil'lot taat!on tblee people algbt altos1t.her e1oape bH&uae 

ot the bel11t that tbl oo1t or oolleottQI a d11'1ot taz tl'aa 

•rs1llal 1Doae1 vou14 aoeed tbl l'lt\U'D. 

In OW' op1n1c;~ U1e11 epeo1oa~ ao.anuc•• or tM 

OODIUIQ)t1on 1"7 &1'1 tar outn1pted b7 411&4Tantace• wblo!s &1'1 

t vo-to14. In tbl t1r1t plaoe, 1101t o0D.1111111Pt10D 1.,1e1 &1'1 

r el at1•e17 l'llri••1••J tbeJ' tall 1101'1 bla•117 on tbl poor 

than or the r1o!s; t.bl)' ar-1 .,,. ... 1ltl17 to be del'1•ed t1'aa 

oore11111Pt1on t.ban troa 1a•1D8. lO 11 e1t1R1ted (8! lla*) th&t 

lov-1no- t.S11el 1n ~r1oa &1'1 obl1p4 to Gl'lrct ~t 
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titto• octo out ot nol'7 dollar ot 1lloc.o 1ll h1f4c tuoo. 

VMJI a poor t•11J PQ'8 ouoh tueo 1t 10 4epr1n4 or Vbat 1100t 

ot ua wou14 NCU'4 aa uoooo1Uoo. ID paflnl tho OIM tu, 

hovnor, tho YMltb1 fUI1l7 -NlJ 4oe• without oa.o l1UN1'1oo, 

or paJO tho tu out of a&YlDSo• 00DO'-Pt1on tuoo thoroton 

'oro conti'U'J to .t.orioan idoaa ot d..oorao7 0114 ooo1al juatico. 

Tho aoal ot tu juatioo ohould bo to ex"-Pt a a1n1- ot oub­

liOtcooo tro. ozq bu.odc. 

Vo resard aa eve -" 1Jiportant tho tact that oon• 

1u.pt1on lov1oo, partioularlJ upon lover- inca.o groupo, &booPb 

•- 'lltUch otbel'lfioe a1Sht ~ eXPended upon the pl'Oduoto of 

tactorioo or r.u-. It •7 be true that •• a noult ot ouch 

taxoo tho s~olmMZlt expends o\11110 vhioh the lovor-1lloc.o 

groupo vould ot!leM1oe 1pend direotl7• But the rooul.t 10 to 

:87 

1no ... oo public •pen41DS at the expen1e ot the OJOt .. ot pl'iY&te 

entorprioe. ben it the goYe,_t ntUl'DII with - baDd to 

the poor vtl&t it takeo •-7 Yit.. the other, part ot the taxed 

ltaa are cone~ 1n oYerhead. 11\'01'7 DOOcq dtiuc VCNl4 

prater to opend a doll&r 011 ~elt thaD s !'fo it to tho tu 

collector nc thou8h part ot it oYctua.U7 H'IIU1'D8. JuaJ.Deoo 

111&7 pntor oODO~ioa t.xeo to 1nc .... ed 1lloa.o leY10oJ o1noo 

it oan eb1ft tho to~r t.xo•- But ouoh tueo 1'04uooo tho 

~ ~· ot tho oOD0-.1', oo that buoineoo 1n otteot 

out'toN ho. the tax atter all Prc:a tho ot&Ddpo1nt of tho 

DOOth r.ottOD'DC or our ooollOIQ', tuoo ohoul4 M to!rer! tJoa 
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aUJU vh1oh voulcS otbe:':"1111e ~ boarded. ••~ecS or «iQ""D4ed oa 

r.on-e .. ent1ale. rather than trOD .. ~ ·.lbtoh euppl7 tbe liNt 

huable ..abere ot 1oo1et7 vttb th~1r 4&117 bread.• Ve ~11•~• 

- - ---. - - - - - - - -- - -

- - - -- ---- -
t hat a oaee can bo .a4e out tor the to'baooo and liquor t&ael 

e1noo they roet upOD noo-eaeent1ale, aD4 are paid pri.ar117 

b7 the 111d4le olu•••. .I.J\do.-4 liquor tu .. Jdlbt be 1Aoreaeect 

vi th the 111Prov-nt ot OU:!!' ant1-bc.otleqjnl -ohtn•I"J• fte 

gaaollne tu Jdgtlt be 'u.t1t1ed oa the IJ'OUDd tb&t the tea­

parer reoe1Yea an equhaleat ~tit 1A the tOJW td lood .-a, 

but there h a quect10D Wbethor the redeftl 10"11' rrt lb'Nld 

not llllJeuder this tu to tho etat.1 . 

Apart tro. theee ouee, bow~er, ve ta~or the r"tll, 

.. eoon .- tt 11 ttneno1•'17 ~·l~le, ot all ~ vartome 1&111 

&D4 exoue t.azee ,..,.ecs b)' ~~ tedeNl sonwntJ• aDd OJOSIOII 

-- .. --------- · -- - - . 
• 1!7 Ill'. Vanoe t I c1o not Vboll7 .. H with the blanket 

oond-t10D of a IeDlN... tal .. tax. I tb1 nk tb&t tb H ... 

sood &D4 be4 lal•• tax••.· like pod aD4 w ot11w t:t.tnp, haP 

7&are eco, it wut DIOIIMI"J' toz ~Stat. ot INI1ena to 1A· 

oreaae ita tax 1no h• ecwoe1 ~ t.lla psupert7 tax, 

1Datee4 ot 1'11P'>'U8 a etate tax oa 1Do- with ~ a a •s..ae 

Wbiela ww14 I'MtJ"lot tile llw 'm to ~a•attoae ..S to • 
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relot1velJ ..all group or 1D41v14uale, the Sta~e adopted a 

gro11 income tax applJc&ble t o all 1nc~e1 a~o\~ $1,000 per 

an.tl\11:1 The ratel are l per cent on source• o'her thaD Vbole1&le 

aalea ~ one-rourth or l per cent on o1hole1alf' ea.le1 The 

broad bale o! the t&Jt hal lll&de 1 t tOUCh IUOb a large pa.rt O! 

the population that it hae been tree !rom 1ub1equent leg1&• 

lat1ve abuae 1'h8 ratf'l are eo lov that the ta:x doel not 

eonat1 tuce a aer1ou1 burden on t he tran1aot1on or bu11ne11 

The revenue baa been atea4J and b&l perwJ.tted the State to 

re<luce 1u prope~ty tue1 and through the return or 1'\mde to 

local comauntt1e1 baa p'rmltted them to reduce their property 

t8Jtfll P<>r t ne1e r~a1or•• th1a tor~~~ ot tax 11 p.:.pul ~r in I ndiana 

!nectar "'~ anr ·,u C<l.l be popular 

ot· cours'l th~ Indiana Orosi InoOIDd Tu !1 1n 

r e&llt)' .. 1pecie1 or 1al" J tax &lthougb 1t app11el t o income 

rrcn 1ouree1 ott.sr than ~alee I think 1 t ill juat11'1ed on the 

S~OWlul that lt hal helpe~ to equalize t h e tax burden pa1t1oularl)' 

to t ne benefit of p operty By the aeme t oxsn. I think that 

I OQI equ&li~at~on 01 tax burden to the benefi t or inca.~ 11 

tlete.aUble 

the 1mpoa1t~on o! a general lal~~ Ol t ranaactiona tax. Although 

1t 1~ not our province to d1ecuaa •~ate and local taxation 

vo ar• oonvino~d that wileaa a halt 11 aoon calla~ on the 

uae or conLumpt1on taxes by our . ubord1nate un1tl or government 
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bua!MII HOO"I'J ¥111 beoc.e liON 41tt1oult tllall ... 1'. Lib­

Viii v1 tavor tbe ~ re4uot10D ot 4ut1el ~ aooord&Doe 

vi th the lUll tN4e pzoogNII ~ order to r••OY• a bur4M OD tale 

VI , 'fuS ns tbe a delle bNokltl 

Having exp1'11114 the v1ett that certain tu11 on the 

r ich 1ho\lld be re4uoe4 and that oerta111 lev1el oa the poor 

eho\114 be l'lpeale4, 1t il 1D~t 011 ua to 1hov bov 

taxation oan el11Yhere be inoreale4. auoh 1norea1e1 lhoul4 

not onl)' till the pp lett b'f 1'1'\uotione ellevhere, but 

1ncrea1e revenue sener&ll)' 
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In ._.rica t oday t here a r e about l O,ooo . ooo t.ond-· 

hc:-l dtra r ~0 ,000 ,.000 aavir.ga bcnk acoount.e . orO a bout 22 , 000 000 

c uto ~wnera Yot i n 19~S only S. ~ l~ 4PP reo ple tile d tedarel 

LIIO••me t ux returns , and le a a t han two anO c halt Dlillion "Jooplo 

ps 1d a ny inc~o tox ;. a rs r a a taxes ~<re concerned iul1erica 

has c oua te e yetem_ 1n~oe 1ng exceaolv~ burdena o n t~ wealt b y 

at "" a e r.t r eEe and the »OO r ~n t he o t he r ; but t '::e great 

m1d0la claee 1a h9r~ly a wa r e o r t he f aderol tax c ollect."r 

Bri tain colle ctG \no~e t~x•~ free a f a r larger 

vroport1on or its poo\•lat1e>r. t na n ..- e do The t..nited St~ tes 

e~emt.te a marr i ed .:ou;::.e frC>D'• all taxation bolo•' ~n it.cr.-.te 

nt e2.soo 

exempti~n 

u aua l l y $2 . 7~0 b ecause c:-r the e•rneO income 

tut 1D nri ta1n thA ~ax exe~pt1cn appl~•s only 

t o cou;-:ea ~nv1ng l e s s than $900 t!or eover. 1.n Britain the 

n:m ll\l l"!i te cf tox 1a 27 per c ent elU:.">ugll people 1:. the 

c 1n1= tax CQ t oE;c r 1os )»'1 0Cll3' on e tb.1r d the nol'lllal rste , 

Ir. contra a t t~e ;;n1 t od State a i •apoa e a a nor:r.al t ax or ' per 

cent l'o r eover a.·1 t i sh aurtas ra t e a on 1nco:D&a b el .,.. t l OO. 000 

aro liNCh higher t han our• 
Althou gh lt mean• ~nc.~a •ed t a xee on ouraelvea . we 

bol1evo th" preaent e x •opt i on i n t h e peraonal i n ocae tex 

ahould be lowered . i f n e e a aar:v t hD norr.a l rate ot 4 per eeDt 

should be ralaed , and the aurtas.ea on nat l neo•• between 
se~tor LaFollette 

~5 ,000 a od ~60 . 000 a!'lould 't:e inores aed 

b&• 1Dt r oduoe d ~t.o the So'Oate a meuuro whlct would r educe 
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- 52 - ROimd '!'able I t he pereonal exemption ot a •rr1ec1 per.on troa tt,llOO to ~2 ,000 , and t o r a e1ngle pereoa troa tl~OOO to teoo, a pro~ poaal wllioh ahould. 1noreaae the nuaber or taxJ:a,.r& by 1,4&0 , 000. One or our me~era (Proteeeor ll1~hter) propoaea to reduce exemption• a nd inoreaae middle b~acket ratea aa t ollowa, ao aa to 1noreaae revenue about a billion d ollara a year, on t he baaia ot the 1g~e 1noo .. . 

ot nl 

L'lcome reported 
for 19~6 

(r11ll1ona) 

e:~,on 
3,326 
3.821 
2,977 
2 , 628 
11400 

Actual ino0111e ta.x oolleot­iona, 1g:1e 

tl4,0 10,.JOO 
13. 988. 000 
32. 2~2,000 7g0 :169, 000 

.l76 . 61:1' 1)0() 19113:19 rOOO 
tl7,162 t sos. 6sl . ooo 

Jtftectlve 
rate in 
19:16 

. 47 
, fa 
.a. 

2 .6'7 
6 .. 68 

1:~.ee 

Propoaod 
e ttoctive 
rate 

1 . 6 
4 .0 
6.0 e.o 

12.0 
18. 0 

Propo .. d 
tax 

cnllaot1aa. 

•• &,000,000 131,000,000 aag,ooo,ooo 
636' 000 ~000 81&.,000,000 
261·000·000 

$1, 600,800,000 
we hope Congreea will give favorable oone1derat1oo t o t heae propoaela and U need be, apply ooly halt tbe ..-1 nte t o ~h6 m1niam lno~a taa.4. • -- ------------

e Proteeaor Buehler• U the tedeNl exo1eea are abandoned~ "" Jr.U.t l ower the peraonal 1noo• taa ax~tona, 1n order to ~ke up loat revenu. and approach eventually a balan,ed budget . UDder auoh o1ro-t&ACea I bal1ne tbe exaapt1on tor a atoala poraon abould be abOut t?OO &ad tor a -.nied 1 )ore on about tl, 400. JD WI opJDS.on, wbaD tas ax&IIP'!cat~ &N lcwerecS, tba no~l rata aboul.d atart at 1 par cant l'ieS., 
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to &boat 6 per Gent , the 41at1DoUc.a between DONal u4 ftl' . 

taxea be11::s abol1abld. 

-- -- - -- - - - - -

: 93 

In our op1n1on, the rec!uotlon 1n ii>Ga. taa ex.-pt1011 
+~ 

ADd an ine,...ae in tba wrtaa 1n the alc!dl~braekilta la Deem 

•••U'f• t'irat, tor reaaoaa ot revenue . U new _.,. la to be 

!'lead• taa .. -•t be laY1ec1 wbare 1noOMa are t'OUIId. 

4ooor41ng to the trea•Ul'J'• 1G36 atat1at1ca ot' 

ln-• ee. ll per oent ot' the net inoo.e reported tor that 

JMr oaM !roe inooeaa bet· .. eD $11 000 and $50. 0001 but the 

taape.,..ra within these range• paid oDlJ 4G par oent ot the 

total 1Do- taa . Oll the other band inooeea bet .. en t&o,OOO 

an4 tlOO,OOO reported 4 .7& par oent or tba total inooM bat 

paid 1'7 .eo per oeat ot t:» tu. 111\ile .. do Dot be line ttat 

the .. larpr 1Dooea11 are oYertaxed 1D ocaparleon with tbair 

ab1lit7 to p&J', it •••• clear to ua that the lower bracket 

lnoo.aa toda7 are un4ertaaed0 and are but able to atand AD 

inoreaae ~laaa 1no0111e taxea on tbe aiddle braokete are 

lnoreaa~. tba d~d t or a federal aalea taa or other new 

laYiea 011 oona-pt10D MJ' beOOIH irrea1atible 

leo0Ddl7o we r.•or auob 1norea••• tor politioal 

reuaaa . It ia onl7 bJ blpoatr . ..; the burden ot cUrect te:xa• 

t1on on a oonaidarable proportion ot o1t1nna that tha7 will 

be •de to oo.pare tbe ooat ot gover~nt with tbe aarv1ca 
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- S'- aa ' !'able I 

wh1oh ,_,.ez \ 1e - ~ m«art. .. la lNtua. 1o 0 IRe~ 

can allow the baM• ot 41Not \uaUoo \o tall cal7 ca ~ 

-11 •1Dor1t7. 'lb!er &'IIOh a Uz .,..._, \bll •Jorl\7 e-pee-­

an what 11 worM - bolla. .. 1t eooapea fi'OII allai'1Dc 1D tile 

baJoiSon ot paJ'ill.a for t;bl ozpell41tureo whloh tbl •Jorlt7 •oko, 

W. bellno it io 111portamt to reoODoUe tbl pr1noiplo ot 

oapoo1t7 to pa7 wUb the o~U7 Urpol'tollt AMrlcam pr1no1ple 

or no tau.Uon witbov.\ repre-tauoo. 

aenral Mre ot the loamd !'able (1>01111loon.- Plobtn. 

PUber) would •ake the lowerlD8 of tbl OJ: .. ptiooa depeD4 .. t 

upon t bl a bol1t1CD ot ooow.ptlOD 1 .. 1 .. , othorwilo the7 foal' 

tbet the taz bardc CD people with tDaaq,ate paro!laai-c 

powor wOill.d •rel7 be 1DoreeH4 . 'lb1lo raallaiDI the t.por~ 

tanoo ot auoh oono14erationo. tl» 11m•SDder of the IOQDd 

Tablo cSooa not ta•or •ldns CDO obanp dopendemt on tbo otbll'. 

'l'hoy think that it 41root taxoa oro 1moreaae4 tbe populal' 

d OMnd tor tl» &bol1t1CD of OCIDII1IIlpt1CD lodoa will lnoYitabl7 

mo.mt1 but ...r we do not lmoreeoo 1noo• taaea at onoa, tl»ra 

h 8J'&YO d.&n801' that DOW OCDO~tlCD b'riOI Will bo t.poaedo 

In ousgoat1n8 tb&t oxa.ptiono be loworocS " are 

anra ot tho ~I' tb&t the oooh ot oollect1n8 tboao now 

t uoa -7 prooro oxooaa1•• · 1M bellno tbat one• onootod 

tho now proY1o1ono .aot be appl1ocS ro,ardl••• ot ooato !b!o 

1a part1cul&rl7 nooeooar7 oo ao not to UD4or.1no tl» proHDt 

aa1n1otratlOD ot tbo 1no- talE which 1o ratl»r well ontorood. 
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l"t.U.I.eaa •• atate or ftaooaeSD auoo .. cla a oolleoUaa 

&ll ia._. Ms trc. tlloaaad dollar 1DOc.tl &114 we beUift 

~' •• te4era1 IOY•-m oould do tbt ..... . 

. . -- - ------ - - - -
• 17 ... La~ra JD ol'dep to tSDct a .," nabt. ••• or 

rt•ea• I ta•OJ' "• atii4Jilla ot tbt poaalbSUtJ ot a4optsaa 

• tu oe tbt total NotSph ot bualDo .. trc. oal.oa, lo .. ~ 

ooet ot tbt -t•rlale uMd lD produ~Kloe. 

- -- ---- - - - - - - - -

:95 

hi' alallar N&IOGI .... bellOYO \bat f\art.bap lllON&MI 

oould be act. 1D \be lower bre.oah ot ftl' ''"'' Mz u4 \bat 

~ •1 ;Ucae eoald be lowe1'14.1 .lltlloacll ~rt• ,,. a e .. Do 

· ··--· _____ ____ ., 

• • 

• 1J ... lpa14Silaa .. &bmld ooaal~r tbo 4 .. 1Nb11UJ ot 

l••llla tb11 tleld ot tu&Uoa to tbt etatoa~ 01' at l.o&et 

Nta•••a• tM prleolpl.o ol t.ba 80 pep o•t oi'I4U \o '­

na\ea OODMSJM4 1a .. 1888 law.. loooa4, tbe PI'OiiJII'Iaalft 

"'• ot t• taz abo.al4 be _...,... b7 \be 1841.U.1 b' , .... 

Ntbar t)laa bJ tM ftol• eatate; '* t'uorlJic Ulle ltiJik...,. 

ot l&rp tort1uwa Ntbllr \MD tMSJ> ooDftaoauoa. ~, 

h•pUoaa trc. u.ote 1a hot 4•» 7 ,.Dt oa \M 4u 7 c • ,_ 

nppon, atx'kl be ... rt.allJ' SDONaM4, .n CleiJ'Maeclo otller­

'd.M a '-z 011 -- ,.....,... fill Ulil I $11 -· &t I t1rsl .... 

"-etlelaa-1 .. ~J' Clepaad rt ora \be ~oect.t aro l.o&a\ 

~~ \1 JaJ'e ' Jla ... UOJI \M Jlf"'II:II&I for .... ..,etel 

Regraded Unclassified



~ 61 •· IOUD4 fable I 

••tat• taa 11ab111t7 often ~po••• OD .oderat. a1aa4 aatattl 

1.11 upeell eqll&l or SJ"Mtll' tb&D tbe taa 1taelta • tu Oil 

1nber1tanoe ot noo-4apeD4enta do~• not ba•• tbeat ob~eotlODI 

and 1a aooiall7 juat1t1.4 at highly prosreaa1•• .. tea.• 

11 Jllooteaaol' 811tbttrr • .. tate and 11lMI'1t&Doe taua .,.. 

tort~~ ot le•J pe01111ar17 UAtlttld tOll' tbl atataa btoauM lD 

aoat ot the atatea tbe 4eatba ot perac:aa poaa1111D& lal'p 

.. tattt oa.e 9ai'J 11'1'1SUla1'17• ~~ -.kta the J1tl4 ot the 

t u b1~17 't&l'1able and al1o unpre41otabll. WbiD a 911'J 

ftaltbJ pti'IOD ~~~~ ! bl atate pta a w1114t&llo ftla 11 

ooo4uo1Ya to eatranpDOt ratbar tbaD oaNtullJ pl.a=e4 a4 

aOOD~O&l publl.s fiD&DOI o Pol' tba D&tiOD aa a Wbole the 

Jltld ot the 11tate tu would be ta11'17 atted:r. It woal4 bl 

d .. bablt 1D a:r judpent t or tl» 1tatta to P•• up Ulbeft• 

t&Doe aa4 eatata taaaa entlrel7 111 Ntul'-' tor tM r•nl 

~<"•-at p'f'llls up tbt p•o11D• taa.• 

. - - - - - - - - - - -- - ... 
taa.a OD ••tate• bllow .. 0 11GOO •• or 1D etteot 1lpOD enat.e 

w"blob _,. be •ob b1c!IU 01a •••-t ot lite 1D_... .. aD4 

sttt taa .-ptlODa . 5 ao&usa --. enatt• blpm' .. •• 

tl500. OIIIJ' I'&MI OD J.uwt lltatte. l'iaiDC ~ a ~~ ot 

70 per -· U'l btpp thaD Ult llr1Uib ratter at tb,eJ U'l 

-ob l:sw OD the .e41u.- ·a1Md aeta~. ,.. t'eu.tlla ~ . 
lbow• t.bl abi'Qpt 1DOI'IAII Wile 11tatt1 ot .. 1.UUUI 

I'Mobl4. • 4D aot ta•or 1'&111Da .. tee - ....... d 
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. !7 JIDUD4 hble 2 

•1111on 4ollara, bat bell .. • that tbe ratea on l ower eatatea 

e1~t be he1ghteDe4 . 

Itt eatate before Pe4eral tax Pe4eral tu 
enmptl one aa.ua1ng no atata aaiUII1nf etate taxer. 

ta:ua paid pa14 e~ ore41t 
(~noe no ore41ta ) t or tbeee taken ) 

1100, 000 t4 . 200 t4. 200 ( 11026 Ao~ gho 
,100. 000 
eu11Jlt10n ) 

200, 000 1~ _ 800 18 : 600 

&oo~ooo 80; 400 70.-400 

1 ooo. ooo 211. 000 17'7. 800 

e,ooo ooo 543600 4ol4 , 000 

3 000, 000 ~36. 200 754. 200 

6, 000"000 1, ~01 . 400 1. ~. 800 

10, 000. 000 , _ ~36. 600 3 , 869. 000 

20. 000, 000 11 63t 800 8 _ 96~ . 000 

60_ 000. 000 32 . 336. 000 24. 868. 200 
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Vll. 'l'he 1'e4eNl.-at.te tax prob1• 

01' the t~1ve and a b&lt b1111ona oo11eote4 aanual17 

in tuea traa ._r1cana leaa than atx b1111c:.l 1e oolleotecS b7 

the tedar&1 gcrnnment . The ~noer 1e pthered b7 175,000 

tax juriediotlone divided ~ etate and 1ooa1 sove~te. 

MultiPle taxation ax1ete 6ond th.lre 1a .uob dup.l1o&t10D aDd 

vaete 1n reepeot t<. tax .. obinery. Both the tedel'&l aDd the 

at at e govern.ent .. 7 1~oee 1noa.e and 1nher1unce 1ev1ee upon 

the aaae s ource or vaal tD An .,ttort to r_.,e dupl1oat1on 

vaa .ada in 1926 ~en th~ Revenue Act author1&ed de4uct1on 

from the reoera~ eetat e t~ up to 8o per oent tor au.. paid out 

in the t ora ot atate 1nberltance ieviee llaevbere, hovever, 

dup11cat1on abounde Por ·~~•. the fad ,lr&1, atate, and 

local goJarnnente all aaint&in eaparata oete or ott1o1ala to 

tax the e&ae gallo:l 01 g&eo11ne · AI the burden ot reUet 

lneraaaaa, oo.pet1t1on batveen tne tederal sove~nt and the 

stataa, and batvaen the et~tea . tor the .... eouroea of taxation 

la ba eaDing 1ntan a1I1ed Thdr . 1a ~ittle ltkel1bood that the 

tu burden or goval'l'llllo~nt expend! t •tre can be reduced -te.1'1all7 

or that thaaa axpenditur~• aiJ.l :r1ald t i.air -..1- return 

unt11 the Jbola t1aoal relat1onab1p betva ;n the taderal sovem­

ment and the etat aa 41 vall aa that betveen thb atataa and 

local govar~nte ia thor~7 raviaed. 

On, propoeal. adv\llCed a• 4 aolution ot tb1e protll• 

t a the eatab11~t ~t· a ~1~1• ~otr~tive aseno7 by Vbioh 
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the federal so•ernment would collect taxea t or the atatea 

dea1rtns i t a aerv1cea. Thia idea vaa applied a n~er or 7eara 

ago in Auatral1a Where one at at e hired the federal sove:mment 

to adllliniater 1ta revenue ara t ea. naeJhere 1n Auatralia, 

~ovevar, the feder al government agreed that the atatea ~gbt 

collect the federal income t ax The eatabl1ahment or a federal 

t~ co.miaaion t or Americn baa al ao been pro,oaed vith power 

t o ~~ reco.atndationa to the atate Qnd f~eral sovernmenta 

aa to t ax l eg•alation and t o ndmJn1Rter certain atate taxea i t 

ao dea1red bJ the etate concerned Thv Round Tdble rea111e1 

the great iii!Portance or th1a t'ederal-atnte tax probl .. , an4 

believea t hat a aolut1on dependa on a cona1derat 1on ot the tax 

prob~ .. aa a whole . aa.e aapecta ot vn1oh attect the t\lture 

or tederal1aa 1n th1a coWlti'Y It mar prove true that the 

aavina or e~nd1ture depend• pr1mar117 upon elt.tnat1ns 

outvorn or overlapping loo&l gove~nt unite Ve be! 1e•• 

that thia probha ahould be one or the t 1rat t o be 1nven1gated 

b7 the national tax o~ .. ion, the appointlllent 0 1 vb1oh Vol 

have auaeated 
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SEcretary or StatE, 

'"icshington, 

421, Ucrch s, 3 p, m. 

FROt! COCHRAN. 

SPECIAL GRAY 

Pari s 

DatEd hlarch 8 1 1939 

Rtc 1d 3 :08 p . m. 

YestErday Guaranty sold six mil! ion Eight hundred 

thouocnd doll=s to ~·rmch control and two and a half 

million to Bri t 1sh control, bior;;r.ns has dollr.r buying 

ordEr today r.nd wtalrntss continues , B7 thrEE o ' clock 

~uaranty alonE h~d provi ded one nillion f i fty thousand 

dollars for t he Frtnch control . French stabilizat i on 
' fund has ~lso gainEd some sterling. Bclga fluctuating 

and Nation~l Bank yiElding gold to support it. French 

200 

press commmts favor ably on Reynaud ' s announced decision 

to publish dcta qucrtcrly on French otabilization fund 

follouing Bri tish prtccdtnt and recent AmEri can dEcision 

in the premis es . Preso nnnouncts th~t Funk has r.ppointtd 

Dr, Htrmnn Schmitz to suCCEEd Dr . Paul Reusch as 

Gtrmcn i ndustrial i st Director on BIS Board, 

BULLITT 

KLP 
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Stcrttary of State, 

•.tashington. 

310, ~Qrch 8 , 7 p . m. 

FOil TllEASURY FROi! BUTTERWORTH , 

PLAIN 

London 

Dated March s , ~939 
Rtc ' d 3 :24 P • m. 

201 

1 . TbE ChancEllor of thE ExchEqu;:r madE thE following 

announcEmEnt in thE HousE of Commons today : 

"ThE ChinEsE Government havE informEd His ;,ia j Esty ' s 

Oonrru;tEnt that thEy intEnd to continUE thEir Existing 

:nonEtary policy and that as part of that policy thEY 

dEsirE to E3tablish a stabilisation fund of ~10 million 

sterling in addition to their othtr rEsErvEs . ThEy bavt 

invitEd tht two ChinEsE GovErnment banks to subscribE a 

total or ~5 million to tht fund an<l two British banks 

--thE !long !ton& and Shanghai Bank and thE ChartErtd Bank- ­

to subscribE thE furthE r ~ million betwEEn thtm. ThE 

British banlts havE agrEEd to subscri bE t hESE amounts subject 

to rtcEivin3 an under t aking from thE Br itish Tr easury to 

reimbursE thEm f rom any loss that miCht bE incurrEd when 

thE fund is wound up. ThE arran3EmEnt would bt that thE 

fund would opEratE for 12 months but it could bt continued for 
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2- #310 , From London ,uar. B, 7p . m. 

for furthE r pEriods of six months by agreemEnt ; if the 

nEcEssity ar osE howEvEr thE fund could bE wound up at 

202 

any EarliEr timE . His MajEsty's GovErnmEnt woul d wElcomE 

thE tatablishm£nt of this stabilisation fund the succEssful 

norkinG of which would be of material assistancE to British 

t radE and EntErprisE in China and the Treasury havE agrEEd 

subject t o legislativE approval being obtainEd to givE to 

thESE banks thE guaranteE against loss for vthich thEY ask. 

A bill is bEing_prEparEd and I hopE to bE ablE to prEsent it 

Enrly ncxt wc ck . " 

I n ans\·tcr to qucstions Sir John Simon indicatEd, 1, 

that t hE = nagcmcnt of the stabilisation fund would bE in 

t he hands of a committEE and on t hat committeE woul d bE "an 

ElEmEnt which is responsiblE to t hE British Government" , 

2, t hat thE first chargE on any prof its accruing to the 

British banks would be to indemnify thEm but thereafter 

thei r share of any profits would bE transferrEd to the 

British Exchequer. 
:£t sEEms obvious th:1 t t his ExchangE fund weapon \7hich 

is beinG forged by thE British TrEasury should provE of 

psychological and actual bEnefi t to the ChinEs E in thE 

prEvailina circumstancEs ; i f Japan docs not succeed 1n 
achieving 
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3-;~310, From London, Uar.8, 7potlo 

achiEving h Er purposEs in Ch ina it should also provE an 

important instl'I.Ull£nt in timE of pEaCE in fostEring British 

intErEsts . 

In prEparation for this announcEmEn't t oday ' s TIMES 

contains articlEs which arE hiS)lly critical of thE 

r.tasurta " h ich t h E JapanESE art takinG in llorth China to 

isolatE thE concEssions nnd to imposE t~Eir currEncy 

Excho.ngE control systEm. 

" ~ · 
ThE forEign EXchangE marltt t wa s not activE today 

but thE dollar was inc linEd to bt bid . ThE only notEworthy 

fEnturE was again thE high proportion of gold bars marriEd, 

133 of thE 226 sold at fixing . 

KEllNEDY 

HPD 

.· . • • 

' .• 

' ~ ., 
.; 

~ 
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····-=-~.t. . .!Jl'--·-------

~r. Foley ehowed tb1a ~ to 
the Secretary today at 12:65 
(Dr. \hHe wit h bill), cd 
brought beck t h1a or1&1nal 
ancl tbrae ot t he attac-nta. 
The Secretary kept the attao-t 
aarked '110. 1•. 

ll<Guir• 

~ .-.....4<- .-. · ' :tr; 

ti C. $(, 
"It· a? 

• 
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TREASURY DEPARTMENT 

INTER OFnCE COMMUNICATION 

DATil MAR 8- 1939 

Secretary Uorgenthau 

E. B. Foley, Jr. , Acting General Counsel 

Attached is the following ao.terial r elative to econollic ass istance 

to Lnt i n American c~untries t 

1. Your letter of June 7, 19!18 to the President enclosing 
draft bill authorizing the Secretary of the Treasury to 
make certain foreign loans to countries in the Western 
Rwsphere and for other purposes; together rlth his 
acoor:mdum of June 10, 1938 to the effect tho.t it 1111s 
too late in the Session to try to get anything through 
like this . 

2 . A aemorandum dated June 27, 1958 sent from llr. OliphfiDt 
to you concerning the President's memorandum of J1me 10 
to you setting forth reasons why the proposed legislation 
was not resumption of dollar diplomQCY• 

s. A meoor andum dated November 3 i'ram llessrs. Oliphant :md 
1'ihite discussing a program of economic assistance to 
Latin Aaeriesn countries. 

4. A proposed letter to the President for )'Our signature 
discuasing s progra.a of economic assistance to !.:<tin 
American countries. enclosing an outline for specific 
economic assistanu to Brazil . (At your r equest, this 
letter was subadtted to llr. Taylor for consideration.) 
Our r ecords do not show that this letter wo.s ever sent. 

Att.~cbments (4) 
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lllfte 7, 1938 

UJ dear Mr . Preaidents 

I aopreoiate tul ly t ha t aRJ auggeation 
of new legialation at tb1a date 11 al-oet out 
of the queetion. 

RoweYer, I &II tak1~ t he Ubertr of 
11nd1ng rou herewith a draft of a b111 wh1oh 
rou aar feel ie of euff1oient 1~ortanoe to 
aelt the leade" ot Oo~reu whether t he7 oollld 
et111 get 1t t hrough at th1e 1111i on. 

It 1e unneoeeaarr to point out to rou 
the oonatantly inoreae1ng fi nano1al d1ff1oul­
t1ee 1n wh1oh Yar1oue South A~~er1 oan and 
Central American oountr1ee are finding thea­
eelYee and the dangere t o wh1oh that expo••• 
thea; and, w1th th11 1n a1n4, I feel t hat 1f 
Oongrel8 gaYe you the power ae auggeated 1n 
t hh b111, 7our hand would be greatly atrengthened. 

'fhe Preddent, 

The White Houae. 

Sinoe"l7 70~, 
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tor o~her pupoeN. 

£ II 1.1, 

• • 

COftlultiiUOil with t llll 5ecret&l'J of State &Jld t he Becret&l'J or Uw1 TreUUJ7, 

1llal l detenoiD.e aDd proeleta tba\, bJ ~ or a n o.lAUon or thror.te!led nola­

tioe ot the loaroe Doct.n.M, or b7 reeeoo of a ctiaturbMee or tlu"e&teDed die-

turbance or thf! ll'N-08 ot nati on• ot the l'eatern llftiapbere, u •••rreBT exb ta 

and t bo t filllillch l a.eaietance to ~ , o...,rneent in t ba lteat<!rn Haabpbere will, 

1n tbe i.atereata of tllll tb1 ted Stat.,., aid in thl pre~a,..,.UOII ot tllll ~ 

Doctrlu. and or peaoe i n the llaatll rn a .. tepllllre, the Secretel')' of tllll TreUUJ7 

11 aut borhed, oa behalf ot tba l1111tM State», to uke 108lU to AZJ:f auoh IOftft-

ae11t at IUCb UMI aDd QpoD I UCh tarao 4lld OODdiUOIII &I t~ S.c:'lt&l'J of tbe 

Treaeu17 1 w1 th the Appro~ ot ~be Presiden t, •ball deoa appropria teJ hpt14t4, 

That t he aaount loaaecl to U7 one auch &OTaruent 1ball not at &111 thle axeeecl 

111 the AUr&l&te *"----..11 aDd Proyid f4 fllrt.bpr, That ncb l oaaa 111&ll lieu 

llltllreet a t a nte 110t la11 t hea t he rate bone 'by tba tben la1t i 11...S obl1pt10M 

of tbe 1ll1 ted Stau1 IIIIT1q a eubltuUall.J' ebUar Mtvl. V. Por the J'VPOH 

ot .. Uq l O&Ill .cter thil Act, tbt S.cret&l'J ot tbt Trea•Ul'J 1e autborhed to 

""' aa a pllhllo debt tnuactioa tlw proceed~ troa the aell ot &111 eHIU'I. t1N 

bereatte, ie.t...S W&r the 8eeoaoJ Liber\7 8o.s ut, I I _DIIed, aDd the piii'POIN 

tor • '>lab eeovl.tial ~ bl ila..cl llllde r • 14 Act, &I .-.led, are nteaded te 
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llr. Olipbant 

Re a Pr edd• nt ' • Te N)N.nd i.W> of June 
10 ooocerninc bill tc ~~tta 
pt r·t& tn fortlcn lptM, 

JUN I I I~ 

T!\e PT?;>ond l.Ul u ~ dolhr H !llO":lllcy '"or the ' olloYi.nc 1"6'-4 0 1181 

(l) roU.er c11pl o.,.. cy aeant tha e yPloit411.1on o~ """l< eotu~triea by 
Aur1H!I '•·nl:ill( , coll',.,r~Ju ~I'll! i ndustrt..l Jotere~>t. ' or thdr own ~.e ... n t 
•nd with l11.tl e re&&rd to tbe e• nulne econoa~c, aoc1Al , or r~l!ticol t nter­
.. t.• or a uch comtri ""· Tba ~11erican Oo¥erunnt , i n order tc •14 • nd .a­
teet IUCb JU'iY&te i m u t..on and daYelop . nd U j)l> nd t h • 'ia l J o' thea aoU­
Yit iea, too)( .. ction W!\icb W&e in dar<>i•ti on Of t be 0 1~rrent &OYerdcnt;r 
onJ lndv;>andeut r igh\8° o ' s uch cnuntri• ~ . The r<!COl'd 11 r ... pl ete w1tb 
~!donee th~t Al:lori c..n pri Ya t a 1ntur eata for t heir own financW 1d n would 
, ot h .. ita ta to a U k s uch countr ioe dry 11.nd tc 'outer r""ol\ltiona ond 
d locrder i n or~~!' tc pr?t.ec t t heir i nYestunh or tc enaW.e the~:~ to .. ~e 
~loch 1me, tMnt r. . The record ia <tldo r <plete • lth .rrBonce t bot the inter­
Yontion O' thia 0o¥<tr.-nt i n 8W: , aitua+,JODG W"l not in the intGr .. t or 
!ho o t her countrlu i molYed , but in ordt r t o """• t he ;lollar4 o! AMrleon 
l iTI'Utcr. . :'he followinS ;'l'r agraph '"l'o:l "Dol lar Di pl.....,q0 tl7" lleerinc and 
l't'eo,..&a 1e :>' latGr .. t l n tbie co:1>1eCt ion I 

0 A a!.al.lar ·~ o• 0o¥<>TnMnt co-opuation d th A""rieon 
' in.nce in Lat in .I.Jwr1ca would allow Yar le t loNJ o!' t he l:onroe 
Doetri•-.. rangic8 fro:a ,..r e warninea •o ar ad 1ntcrYent1on e nd the 
aet.ablia~nt of prot.>ct.,rat.ae . It would include ~he da t erl>illAl1on 
o!' bol.lldar1el; tba ;-r~"Yont.ton o ' 111\ uaterl llf 1nis1cel tc Al:Mirieon 
' i MDCla l intoruta &nd t !:le helpi.fti or ' l lit uat.rlrC edY& ~ta,eo..-
to hit r 1can f ioanoid i ntan at e; tbe ad:Untst rat1on or '"eric~n• 
of t he cueto.u how:o i n Santo Doatnco , Haiti, e.nd J;tcaracll&l t..'le 
~nl,.lt&tion of Porte Rico a t<! the r uroh.ua or the Vlr! lll Z.ulldo J 
t ho ' tnt<acial anr.-utioo o!' Central .Uer l ea and Cuba , where ; ro­
tectorat.ea o' .,... &ort or &DOther baYa bee n .. t.a\J.iobedl arMCI 
htei"Yention t.o l'l"uhct .l wl>~ .1.1-.B or ho.nldlli intereata or oil 
i ntar .. tal tba daatrnct1oa or independent ,oY • ..-nt in thr .. ~ 
publ1c• 1 tbe ....,ntinc or reYolution i n Panu•, llocw:h.craa , and ~r­
'lape lle11eo; t he boildinc or tiM PaM• Can&l.J t ba opt1.oa on • oaMl 
route in Riunc-, and a ttupta tc obta in • t.ll1rd Canal routeJ 
loter!.re nce wit.h a leot1oa•1 tiM ~wo&l tc ree...,UM ,.,....,._w 
aot •obJect tc u,. control o! .lloeTi eo.JI 1ntereata a nd t.'l• actin 
aup;>ort or ccwe..-ate beelted I¥ lzer1can int«reet&J the ae'1aa1tion 
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of ...U baaaa at Goaaa._, Sto•a Bq, tba Cen lalaada, 

,_, ... Jq, &Ad at, !bo.u1 ~ aatMlliiiMDt of oatl'n coe­

e\al>v' ••iaa lllldu .a.riaaa offlonc, llia1lar to t.ba lrl Uab 

ool.Go1&l qate•1 d1plo8aUo 1Dtarr._ '117 ua ooae..Uc 1Atar­

pro\aU oa of the &cvoa Doatriae, for the curpoaa or bloOir:la& 

Lot1A- ..-r1cao coocaaa1ona to luropaan laY~etora1 t.ba ~ct1Ye 

aolic1Uu& or loan bualnuo for s .. Torit baz>U...a bo1.wu1 ~ 

t n .. CI&JT7!.JI& on of a -..laaa ca•pal.p 011 beba.lt ~ t.ba oU 

lotaroata -.u nat \he att .. pta or llauoo t o 11atlonaliaa 1 ta 

oa'blrel r·••ouree.a. • 

(:<) '!be pro po .. d bill en t."• ot lter h.....S t~Cablu th!a Govel"lUiant, not 

printa .lnterosta, to - lour to Latin AMric&D COWltriu. I)' t bia bill 

t!l.h oo~atry Yill profit not a t the OJ*!&• of Latta A.Hr1caa countriu, 

but bao&Wia Latl.» l>Jier1c:an -r1aa dtb tbe loaz~a obtatn..S t hrolllb t.blo 

bill •Ul be Able to ralu,l>1l1t..lta tbGu oln o ac:o::o=!.eallJ' ~d d ll b• ~bla 

)'o Jl&l.»tatn t.ba da110on Uc for. or connuMt~t m d aoc1al and poll t ical 

lnat1tut1ona ., .. U•• to tble beal apllwre and Yil l t.berab7 be better able to 

a i d 111 the praaorYati<m or tba lolooroe J:)c)otrille &Ad of pa&ee 111 t he 'teetano 

R••t apllare. nta ulrln& of 1ucb l o&Da ""uld atranatbao t he conatl tut.CI 

Latin ..erlcao gOY•~nts La r~pelliut ~•r•1•• aoc1~1 and polltlcal 

.lnfl~>eoc.coaLna f'tooa "1tbout the • ••tarn a..taf'her e , ~lcubrly thoaa 

lnfl uoncea whi oh t br1Y& in • a unbeoJ t.IQ< -.,..1e ell .... teo 

(3) llo cbo.rc• bt>a bun a de t ha t our trade acru .. Olltl d tb Latia 

'-r1oao -trlaa ooaatitute dollar di~q, aor bu t.ba cb&rco baaa 

:udo that. tbia COIIIIt.l'J1a aUnr, COlO e.ac! tordez> u clw"'!e "it"OMOU 

with 114xioo &Ad llraaU CO&lailtuta dollar dlj)lMacy, .,.., t houcb tho7 • • re 

otto~ 011 t.be r art. of thi e aon~t to lead aulat.ance to "-"teo ud 

Bru1l to 01>Abla nob CO'tft"'IIM!nts to daal wlt.b outaia ot tbalr aoono2lc 

pr oblo•a ~ the adnat~a ot both par ti .. to t.ha aer••"""'t• In 1 to &C011oalo 

u;>acta the -ldac of t be lo&Da prod d..S bJ tho bill wculd bon tho • ._ 

tuad-..ont.al n 1rpo .. aa the trade agre-..u , n&Ml 1 o the lacreu a ot tr..s. 

bat ceeo thil CO\D\t)' ...,d W\111 Aaerlc:aa oouatr1u, tor tba bwafit Of be,. 

1•utiet to t.ba •are-t. .iccordln&l.J, tloo propo..O 'bil l la oo JOOre dollar 

d tp~q tb.aa trade acre• •ta. Turtbar110re, the l oan d&Ylca 18 w p..-lor 

to ibo trade aer• ... nt dertco ca • ••t.hcd for bpro'fillg t-el.atiOfta bet•­

thla co1111try and Latia JoMrioao countrl oa, silica tbe loan dartaa c... 'loa 

aor. r oa411J' &Ad atrect.inl.J ua..S t o da&l wltb ocoaoale and trade prebl..,. 

hrlaln& 1» We oouat17'• rt~l.At1oea Yitb IZfT of the Latta -.ri...., oo .. triea, 

that -oal.o -puotlcm bob .-.. D t.bl o co>Dtry ~ tAt!.» Aalerlcan co .. trl .. 

doaa not cooat!tuta dol!Alr dipl- .c;v would a;>pe<>r to be •~~U&•W<I Ill' the 

lol.lo•lll<l a1.&t-t 11114& bT s...,..... Welle• in an articl•• wb l lh ho Yr&W 

tor the A;n-11, l 937, las~a~ ot • ror oiil' Atfd r o•• 

•n • tt- ll9J~) w1uw t ho Cut a.n ~ph •ue oxperl~ctaa 

the :aoat tra4:l c epi c ;,! t.bol.r h tatorr s111ca t.bq achi....S t eir 
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• n 1 t m, *• pen t, ::~w~ a ,...u..1 pe11tr et 
I I dt J 1 .. '-e aq ,, '-eLeJ ......... la\enne 
.,_.. ....-..., •••• s ._ ,._ Sal_, n- ni•J 
...a. ... t... .. 1 ...... ,.1. 

(4) ta t 1 t ... p a; .. , MU ..U llaft \he ettM'\ et suntac ..U. 
Ut' m • u l\ llae lalt' .. _, .... ea. l\ ....W no"'• LaUa a.uru. 
~- te eMdt ' ao I I ...._ ... wt.-.n **» dill U...e~ .. 
\M ~\etl7 tuUee ., .......... ~ ·~-- ... ..Uft Sa 
We tieU Ia U. pu\ ... IIUUU.U. 11M peeo 0 ~lll U _,,._. 
dU., _, wUl llalp ett..wau, U. PretUft\'e , . .. ada'' or • pelf4'1 

elatC u. .-;esc et U. Ull le ~ te '-lop r.aua· ,..n.a eesootrt. 
....... ., Wp w. _..,, --- \llaa .. ...,, tlt1a =-U7 -~ ... 
UJ IM et IA\la ,_,_ -ViM. 
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II . Oliphant and ll . O. 11h1te 

Subjectt Feonooio aodatance t.o Le~in l::leriean Comtriae 

The three ..aj or P\ll"?OI! .. or euch arsi r tance wot ld ba t (1) To 

develop l i'ON<Iia~ely aore export trade wi t h l-a t in A:eri ea and lliY a 

hllah ror a much larger trade in t.l.e rut ureJ (2) to ctrengthen the 

eurreneiee nr ta tin A~<eri can oountrioe a rxl to promote exchange etabiliey 

be tween the dollar and t ho .. currancieeJ (3) t o encourage the growth or 
dcocra~ie 1nr~Hutione i n La~in Arerica arxl t.o check tho incursion of 

political a -.d eo-- erci a l pracUcae inb!<"a l t.o '1-.eF•ce, !deale and 

l ""noolliC lntareeta of the l'r i t.od ~tatee . 

!'O'Jr typee or ..:onowio eeri•tanca to Latin Al:ler' can eountriea ClUl 

• a .. ade- ei ther r eparatel)' or in ecr.bl nat i ont 

1 . • eold loan to ~tren.crthen t.hn curreneiee or l a tin Ay rica !11!4 
t.o (l!"Mot.e exehan>a etabil Uy he tween t.ha dolla r arxl t hoea mrano1!!. 

A loen o' "old can ~. ude vi a the rtab1Usat1on 'Wid for t.ha 

p• rpo•e or ~ tab111silll! the exchnn!'e r a te batwoen t he dolla r a rxl the 

currency in qu .. ation. That ie one or t he opacirio objeot.i ... a fol' 

w!.ich the Stabi'iution "'lnd war created, one or ~he ob jeotine of 

t be .,n..,.r progra:r of tbic J.dainbtration. 

A ocndi t i on or the gold loan ehoul d he t hat '.he .-old ba kept 

on eAmarlt (in the Federal Reeene Pank of 1." York ) for the ~ 

poM o r .upporti.ng currency in the in'e rna t imal axchan,.e - arkat 

and Ueed onl)' &!tar ot her eupplir e of fore ian UCban=a havo baall 

axhau8tad in the aet tlamant or la~:ltiute coo:!t'<ercial • alanoee . The 

loan ftlould be a t w ry low rat.ae of' 1Jit81"9ot and ror • period 1., 

anou~b ~o .,.,..,. tt. l'\ll'POM in band . 

A loan or t.hh type can "e axtAnded under condition~~ whi eb While 

u~iet'yiAA ~I• objeotlYee or helping t.o otabilise tile cu,....,q will 

imol.,. ...U. ri* or eubaUonthl lon provic!ed tllH loan te 0011b1naoS 

w1 tb one or ..oo• ot tna Clf.ber t.1P'• or .--io ..u.~. 

Thh loan can be lledo '111tbout IJ<Idit1onal la«io~tion. 

3 
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~!~iiiO-:i"!\:Ur;!lOW!~ f:.'A~ \;;=. •• to c1f!!lop ia-

n.. utabll.e.mt b7 t.ne ~Iapo1't "auur: or a thr!l ,_. 
,.,...,hino; ool.l.a>· "'lnd O<lll,..ining a ...,. aOflt~at.t ror t<1e ~ 

in b.>d. Thtet dollar crtdite llhoulD -a aft!lahlt "'-• tor 
~t.. ellort.-t.tna f iDaocinc of A~erican uport.t t.o wt.in ~oa 011 
epte1 ri«l it..... The 1~• 5o edeot.d ehould bt t~1 1-
, ,,i ch are heiftS ~ from t t.o8! countri .. whtcb art tnpred 
in tradt J'l'lll'ticel i nininal t o lu,er1can t radt pollc1ee. The 111ft 
o r ertlclee t.hlt can l-e eo f i nanced co11l d be d....., up a"'t.er 
joint eona\ll tation. 

71-.e "'"1>0"-l~ ,..,~lc aeth1.t1al! r1 'ilt ·~· tc.e •ono or tooth 
extenriont of crtd1 t. and or ertdJt 11UATC>t..ea r :UO!ll' t.! e linoe or 
the 1>:-f t.! ab ""PP1't Crtdtt. <;orooratic:on) . 

J . An ex t.tnaian of e lg-tam la.> 'o- p:=oc!uctl,.. """' o 11 to 
W the bule tor 1fmr tradt in the rut.ure IT· t:elpin<f tbt t.et.tn 
~oer1can count.rtu to dey! lop t.~ re~ourcea 011 a """"" !-!fie and 
to help ra1• tilt e t apl!r4 of l ivioo or the t at1" m.nc.n people. 

In order tor loane of t hi r type t " .ucceeerul ly ach i eve our 
ob.•ecti ve•• t.her .,uat, be ..-.de trob,1e • t to t~ .• roll""~ eo!'d1t1"1'let 

( a ) toen. cuet bear a 101 ra'Ce of 1nt.tl'<'.-t. C'nt of t l.e t.. 
;>ort&nt rea•on• wtv peat privati l oar.e to L:.t in .,.erican c~ 
t.riu he,. bac1 .ucb a bad record or dtfault 1a ~t t t.e e~eo­
ti-. ratte or in teru t llave been e.<ho~tentl:r b.1Vl .ad u. 
longQrull productirtty or South A:ericac tno:tu.~ b .. not bea 
adequate to -t eucb chargee. ! conc.ic eottrpriet 1n v tin 
~nee. a s ~loped by printe t orei cn ct? 1tal• bu be~n 
d1:rectad Lo!ard 1ncreuitlg tt.e exporte of tbtM COQ!t ri., 11 \b­
out. adequate att!nt1on to their 1\mda .... tal proch:ct1-. capect t.iae• 
and long- run 1ntereeta. 

Tid • ;>NpoMl ror l ong-ten ~· by the " 1 "*' s •.etee 
Gov.,..._nt. 1r deai~ rar e t\>nd.-.tal iWI&WliU t.iOD of 
the t a t. in A,..ricao •CO<IOII3' • Mob will ... di.-t!l! "-"" 1~­
..... cbjMt1,..a• n'!ll t.llclot!b t.ba enterpM- '-:! .. rca .... or 
prortt. 1nauf t 1c1ant. in t.t.. earl:r ,..n to pQ tbt b4h rata! 
or 1ntarut requ1Nc1 tor pri ... ta bo~· 

(b) Tl'le IIOCOJd cood1t.10D would bt tblt. a Jllrl or t.l• I*OCII .. 
or t he loan (•q 25 pero.nt) ba ll)llnt ror the parcba• of .,..... 
p11811 and equ1~t in tba On1t.ecl tete! aod U. ba~ be 
epnt 1n t.ht bo~ -tiT• (A paf'UOil or tb! ..-1n1JIC 
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4e)lw t.de-' I I er law 'be ..,.n 1a \be Un1W S\atNa) 
,. pups• et W.e Mllt!U.. .r U. ~ Se t.o .,.....,. .. U. 
' 1\ie Ill $ wltll tbadal rna••• that Will ftl ..... 

U.tr 1a~ b ' '!IC •'"- elld ~ nt.oo ~ 1at.onft tw 
prt•t.o bert'w1ac 1a u. tatt.a ,_1'1_ -tnoo. No w1l1 
1 1 ·~ U. ~-· ot •t.he W17 CID ito- n1 111 
..,. 1at.oDatf7 \be ottori ~ tho -rloac loa. 

(e) 1'lle tMI'II eoad1t10D 1a tho t. t.bo lou wUcl 'be .. • dell t.o 
o d-tio robabil1t.ots.- JllfCCIW iaol wUIIC Jllllblli wwb0 
U.. oi'Ntion ot - iadeetrtao, and tho •odandsaUCID &D4 n­
,.-iOD or ntniiiC tndllftrtao. Tile prccr• oolaot.liiC \he typeo 
ot iadeftrtao t.o 'be ..,. _ _,.., oould bo worad oat. b)' a jot.\ ,.,. 5'• ~. . . 

... lorit!l.atiOD &laD; t.11o liMo 1nd1caW laet ,_ wUcl 
'be ~red t.o n\hol'ioo \boa loar-t.erw 1-o. 

l!Dhllhlre 
a/3/ JS 
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• Att.aehed was prepared to seod to Seeretarr !or 
presentation to the Presiclent on ~.,....,,.,.,..-,..--' 
but the SeeN~t&rY iodieated he would Uke to 
hove Taylor go over i t. 

Regraded Unclassified



I 

l,. ciMr ur. ~clea\a 

In rq ~tel' of Oetober 17, 19)8, I apreaMd the Yift that ...,. of \be 

toro dinlct.1008 1n ••inch w cao .tfwtaate our t~ poliQT 1e to 1 • ' r 
economic aaainar- to L&UJI '-'ic:an courrt.nu. In thi.a letter' I ....wt 
like to 5Ug8'8et a plaD tor uaia~ to appropriate Latin J.oeric:an c­
Lriea. ('!be l!rasillan 111t uat1oo pNMnte " £:0od opportum.t 7 t ar launch1Jic 
the r rogrant, and a spae1f1o proposal is there! oro appeoded.) 

f.concnic aaeiataoce to Latin .L::erica haa, I take it, three ujor obj­
Lin u 

(1 ) To dnelop imediat..)J c:;are export trade w1 th Latin America and 1rq 
the basis for such la%pi" trade 1n the tnture. I 4 

(2) To praaota cxobo.nca atabili~ blltuwn t.be dollar and t ba Clln'enciaa l 
o! lAtin .l!:erica. 

()) To encour~ the growth ot d«''ICJ'atic in.ti t utiona 1n Lat in kerlea 
:.nC to checlc the incursion of politi cal and cocmerc1&1 practicea 1n1aical to 
tho peace, i deala and economic interes ts of tha tJnited Stetea. 

It w are to baYe aey .uccesa in attai~ t hese objactb'ea, I am con­
vi nced that ... nat hna a ,_ approach . 'lla auot deci.oa once anc1 t w all 
that the econoK1c and politi cal intereate of tha t1n1 ted Stataa call f ttr the 
adoption of a procra 1n our cood neighbor poliQ aa counc-ua, aa broad, 
ar.d 3 1 ~tal aa waa the llew &eal tor tl:a Un1ted States. the PJ'Oil'• 
s:lb!li t.tad below tor 701Jr conaideration 1a of a\ICb a nature. It cooaieta of 
what ~t be tened a three PJ'Oil6 loaD. The dacillin consideration 1n jlldB­
illjJ tile tlerita of the 1om IIU.at not be short..run conaidarationa of profit ar 
lou. r o e f factin atep can be taken if the problM 1e to be approacbad 
"orelT on a baai.a of a banker'• est imate ot Cinarcial rialr::. I aobdt t.be plao 
i s a bold one but I belien the potent ial ._aina ao f u outwigh 1n political, 
social ond econOIIIie illlpartanee t he risu ot aor.et1J7 loae inYOlYad, •• to Mite 
1 t neri t your earetnl conaidaration. 'lbe plao i e one that will Ukal¥ win t.be 
onthuaiaatie a llppOJ"t of American buainas_.., and 011e that ie the beet ...,_ 
to those er itiea who aak of what use 1s our Yaat accwmlation ot umaaad ,;old, 
silver and eap1 tal. 

The fo~ pros oral ie eat forth 1n ~al tan8 tor .all Latin 
Jaerican eouotriu and would, of eourae, r equiN 110d111-tion to ~ \be 

speci al eituati011 1n eech COIJiltr7• 

A -.IIU7 prerequiai ta ot utend1n& aaaiataoee to Ul!l COOIIIItr7 1n Latin 
l :>eriea should be an Ullderat.andina: that tba countr7 1.a quaetiGil will ...,Gil 

as aoon as poll&ib1e cleari.na: aar-onte and will actiftlT di~ tba IW8 

ot llultipla currenciee, blookad ~., ca.paneatiOil or barter' arrana-ta 
in i t a 111port trade. 

I , -, , 

F ILE C OPY 
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Tboa,dl '- of tho tbrw pU't8 of tho poropnal can be -.do llllder cn­
ing ~. the -t 1.-por~ plr'\ - tho loac tena lou - <lou req'DJ.re 
new logialatiOD. 

Part 1. Ut gttnfi.m o( qrtdU K of SI'IIU_t I!YK&ntttt t.o dml= 1 
~oro •wert ke1t !iV! Lat.ia • 1Mr. 

tteSet·y 

The eatebllebMnt b7 the &port-lloport Benk of a ~year l'ftOl'liDc 
doll• l'uDo conteini!IJ a atn lldequata f~ tho rurpooo in banl1. Til- dollar 
crildita should faeilltata Auri.,.., oxporta to Lati.D Ae.ioa of epocifiod i t.. 
whl c.h tbe ao count.rioo now import f'rOil ~, l talJ' 011d Japan. 

Part 2. tm erle.naion ot • l ong tm 1011'! t or nroductm purpow to w Sbt 

btSi l tor lfrnt \rtdt ip tht tutun bx htlMM t.he Latin Al!Kietn COUQ!.riM 

to drelop their neourc•• on a toPRi byi.a and bY htlWpg r&la th• •MMF4 
ot l irtng ol the Latin A,.ncan QIO!ll.t. 

In Ol'dtr to sueoo .. ~ IIChine oar objoctiYN and to noid "dollar 
diplaaq•, thi.a prol'l8 of tho lOUI should be ..ado allbjeet to tho toll~ 
cor..ditionaa 

(a ) Loana must bear a low rate of int..et. One of tho UlpertaDt rouona 
wh;r put prlnto loans to Latin .U..rican countriee lune bad ouch a bed 
record of d ef ault l a that tho effective ratoe of 1ntoroat baTe i n moot 
c.- been o,U.,orbi tantl,y b1Bh in relation to tba long-run product i vi toy of 
South A.lll'ican lndu.tey. Th:i a piU't of t he propo3e1 is dosi&ned to help 
l:r1ng about a tunda.r.ental r oorgardaation of t.bo Latin bert can eoo~. 

(b) '!he lou II'Ut bo drroted to a dceestic r obabilltotion prog:ru incllld­

inc public worka• the CI"'&tion of r- i nduetrie11, and the OIOC!ernhotioa md 
exD&neion o f onatiJic indnatrios. 

(c) AliT pcrtion of tho proceed a expendecl on t oroten flOOds or a.-.1-
needecl tor the project .. -....t be expendecl in tho United States. 

(d) The gOTOl"l\\IInt or printe native interes t. IIIUat supply m equiv f or 
eaeh project equal to 50 percent of t.bo 11111ds ad"faocod trca t bo puculla 
of our loan. 

(o ) Projecto IIUt be own-s an<' contrGlled b7 tbo co.,..,...,t or b7 -
t i onala of tho 'bcJrrow1n& counVy. 

~art ) . A MJd (or. ~nd t:Uurl l•p to •Srrctbr t.b! sea•'f'• ot La\1a 
Merica 'P" \o ww;tt mb•n;t !Wd.litr btt • 1M del," er' Sbut SlC= 
renstw. 

A lou of sold can be aac1o na the Stabiliutiae r-1 for t.bo pua; 111 ~ 
ltabiliaiJ!c the uob•np rate be'-- t.bo dollar and ~be , •• ....., 1n q-t1-. 
That 1a one of the apeoil1c objoOtiYN t or wbioh tho SWb!lh.atia r.d­
CJ'eatecl. 

FILE COPY 
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'1!111 ...,t ot the loe c:e be..- 1Dioer O«XUUOila wbicll• 'llll:l1t. .. u­

l)'tnl u. obj-.ti- of belphc w .wu .. the cwa.....,. 111.11 Umol~ 

...u r111k ol a.. 

n.. s=c;aw! ~ alloaoold be • as, w b7 ·r ww ~to~ 

ere ... the 8b1Ut;y of YUa ....U. -ws.w \0 DWl u.a.r ~u .... tbd 

_,w be imolftd 1D lldDpUoa of the .... propoeala. 'DiaM ee• aw ...U 

i nclude ..t.iJ~uUti• ol .a-ic.a ~ Vaftl \0 lAtin "-'1ea ~ ,naY 

or apK1al rates 011 '-icaa .. ....u. 8lld llo' proeoU.., or blp!'Oftd \n-..1 

rout.IIJ b7 ca:ret'ul w •WJ a ot tct.1JI "-lean product. with a n.. or ~ 

·~, iDcreued e~UGD 1D the Uld.t..t staw. or !At.ill '-1.CCI procheta, ~. 

Tbft.e ..,. u.r- oh1et obJecUcna that doubU..a 111.11 be oft...S q&J.nn 

the plan ! a ~ 

l. It will be .,,.,_. tha~ w 1rOUl4 be :>akina lo&na to -bi.u ,_ iD 

default on !orel..iJI obligaUou held b7 ei tUena or the Uttl.ted Stat.~~. 

T"..ia e&JlnOt be a..ai«** it ezq aubat.anti al ee<liiCide us1n- 1e to be 

srant«l. An ineaupehle ~"" r ... inc azq a tteept \0 .:1 ......... c ani rs.­

~.aneial aaailt.etlee te -t Latin .a-rt.can eoanbi... i a Uoe pre- ot the 

burd• ol da!IOilted t~ debta. n-e are 10 large t hat it 8Ub8taDtial ._ 

n ee on t "- _.. atte.p\ed Uf1 -..ie uai~ w ~t ai* to P '" •oald 

t e eb.urbed .. ..a ctbap&W. , _.. ace •Sc u ain.u- snnt..t with a c cndiUOD 

or setu-nt or the 1.-.8 it would ebllll1.ituta a elMr - ot ...,....ne a b­

den upon the '-'ican people t ar tbe piDpne or hel.iDI; out t~ bandbol4era, 

A burden which -wt U... no CaopeolPateJ:7 f eature tar the eowrrtory Umolftd. 

'llru...ar., it awch ...S..W..C. _.. :ude ecoc!iU on&l. upon prior oet.u-t of 

1he <'at aulted c1et.e tbe f<lrd&D Mndha] d .. a would ~ .. t.enu 1ddc:h .uuld 

pro~ ahlJ' rtti.aw Ule biDetS.cial e!t acta ot ezq u s1atanc. ~ b7 ue. ,..._ 

tore, 1t w are to cr-t ec c cw1e aid it nat. be with the ~ tb&\ 

Ute aid i a \0 be '" r1ef- ••u\ of azq ..tu-t te be !lllde. ec-nwr, bel ptnc 

to build ap the Latin ~ WWltriu ec...-icall;r will ...mle ~ ._ 

t.t:all.7 \0 --nee debt~ ,_ totaJ..l.T or pUUall.T iD cetault. 

2. It will be cJe'-' that aucb aid COC.Utatw "doller dS~. 

I do aot r eel that c41a would be jutoitiad ! or tile ! ..u.u.i"' .._, 

(a ) Dollar dip] u v nm\ the a:ploitaUOil or a wat coomt17 b7 mute 

A.urlc:&ll 'twlt1 "'' [ aial and indDftricl iDt.wtl with the aid of tbe 

b eric.D OotWw\o !be "-ri.UD Oo oUJW\1 iD ..... to aid Ulil pi'OtMt 

luc:h s:n ... ta 10ftetGr8 and ..uop Mid I"'P""' u. n.w or tbeir ecU'f'1... 

tiea, o-.q_,t.q took aotiOD or tllnet.eed te t.a1oe .,.... aetic. 1lb1M-

1n des aopUOD or tbe 01 =t mt w•a 14&J't;T llld s • 1 ' t rljjl\a" of 

euch ~a. 
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(b) 'rho plm I • n.;ceeUDc, • tho ou- band, would .,able not 
prhate intereete, but U.. a..r-t 1t..U, to uko ~to t.tiD 

.berlcan eow~tnu in ..-. to ...s.n u.. in reb•WHtetJ.ac t'­
Ml,... ee..-ic:all7 ..cl to aint.ala etable &o•wwte. I nate.l at 

On1tecl Stetu c.I.U..W -.loh'•1ac control or act~ Gp~~Ntiq ~ 
prl- in the t.tin -'-1<:., eoatri .. , thu clireetl;r ~ u.e 
0 dollu diploowlq" ree11na, the ent.erprleee woul.d !)., in the bandtl of the 

La tiL ~c:., I!O"..,_.te or their own c:1 t.l.&ene. the ea111.q of nob 

loena woul.d etrenet~>on the ccnotit uted Latin Aolrican Oo -IWto in r.­
pell l ng alll>YW"eho aoe1al and polltJ.cal :lntl~ c:a::d.nc hQa rt~ 

tho oeat.W'tl ileaiapbere, p&rtic:ul.uly those inllUOIICU which tllrln in c 

unheal.t117 eeonood.c cu-te. TbeT a.ro daaigpecl to preau •• ! or the na­
tionab or the bou Clllli.ng country c<lOiploto control and -.hip ot the 

ent.erprioel in tbo1r cOIDI\.r7• 

(c) In 1 te eco..-ic upeeto tbe JOeld.ne ot aueh lAeao to' tho OovOftiiMIIt 

wocld hue tho • .,.. run.s-ntal purpoaae aa tbo t.ndo ~ts, ~, 

tba inereuo of t.r..S. betMuen this COWI\ry and Latin Allariclll'l co'WitriM 

t ar t ho benefit of both parties to the ~t. 

(d) 'rho propoaod fi1pO ot loe wotll.d, indeecl, ba\"0 the at!eet of at1.t'l.1J1& 
doll ... dipl...,eey u i t br.e hitherto u1etecl since it would unable t.tin 

A:lorlcan c:o'Witriae to obtain~ orodito without npoe<ne t~ 
selns to Wl!ort'Wiata tactJ.ca of those prlnto 1nnators tbat have t.e.> 

acUYe 1n thie field tor the put two pneratJ.ona . The propoeud loana 

.... c:onaietent with, and will help atf uetuato, the Preaidllllt ' • "jlOOCI 

r.eit;bbor0 polley, eince t heir pll!'JlO~ 1a real.l¥ to help Latin kerlca:~ 

tOIDlt.riee and t~ help this CCND\.r7, r athu than to ilalp tbia CO'Witl"7 

at the expoo- or Latin Aloeriean COW\t.rios. 

) . It will be cle1 _. that the Latin AJaerican JOY&rii:lente will wral;r 

de!au.U on •- portJ.on of tbo loans to ua. 

Mntt.dl;r that 1a a poeaibilil;:t , 'tNt tba YW'T low r"tea of inteftet, t.ho 

uao to wbicb tho 1_,. a.ro to be put , and tbo teet that i t is t.ho 11l>itod Statue 

r.ove~t l!lAld.ni a l<lcl to hel.p Latin Aurlcan procnoe (unci not a lA>an rw 
printe protit, foredgP oxploitatJ.on, or to conduct a . ... ) era t actara wbiab 

ulce the 1oane uniq,.., .,-_d laaa eubjeet to dotalll.t. Evan -• da!alll.t to taD 

~ - U.. 1n tbe rutare, ,.. would bavu obtained ad'f~ wtdc:b wollld 

crutaou1ch the poeaiblo f i nancial lo-· 

P.O:BB1RDJ:HG1lra 
ll/5/)8 

FILE COPY 

Regraded Unclassified



) 

,, 'w a ,, .... , "....,, 

2. Bru1l 1.1 ~ 1D ,... of 10-..lc au1n-. 

3· 3)e hu ,_.~ w ·- . clitfaul.Uw ..s.u. ow ) - c~ 
ao• 1rt. and 1e prebeb~ 1D a )»e1U.., \e drop w cusaau ... wtu. 
o.nan trede pr~- 11' abe - ... - help &. ... 

4• llr...U bM cr-t prodllct1ft po\ent.1.el1U• Ulat 18181t anq cepltal 
for clfta1os-tt1 anS bu Uaa pa181bl.Ut,;r of b u toe u ~a 
c-t.JT u tbe 1ln1ted stat.ee. 

s. !be pre•- of le-ge o.nan, I tel1111 lnCl .IIJM• 111 ldDoriUw lll8b 
llru11 NJIIddl;r 'nllnerable t o 111t1-dn acrat1c •-entl. 

6. It we could help £ru1l. to l a1t her oottoa proclaoUOD and d1ftl'ai1)' 
her OOCI'IGIQ", • - uld be belpifl« Brasil ard ov nbw. 

!'ba plul u edllpted ~tieall;r to tbe Erull1• a1toaU... a.1d>t tab 
thef~t-

l r.UIIIIII')' ~1\e of eztancli.llg ...s.na- to llraa11 aboold be liD 

undentencH as w1Ua t.ba llrn11ten Couw:- t that DO cl~ a£%1 t1111ll 
be lllldllrtata td.Ua -r -ta:7 alld tbat. llru1.l w1ll act1ftl;r d1uc •ece t.ba 
IIlia or :nl.Upla can•)Qaa• bl.oclr.s bel.mcea, c•p-• Ucn or barter bwle 
1n t:.ar 1Jq)IW't ~ 

J. - and cCIDII1t1oa ot .ziT ...ut..ee w Brull Wll be 110 a£%• 11' wt• 
the Ol11ted S\etla to join oar cotton PI¥• to tile ateot of 11llit.1JI& '­
~ttoa crop. 

If -.:r• rrt oe be rsacte« CD t11eee a.. eondlt1-, Uae follGid.Jic no• •• 
~ conat1wt.e u.e precraa of ec-'-• ua1n.nw, ~ that ~ 
poqra - be ebta1Ded tr• Ccapaaa to ,._t t.ba 1-c ._. :a-,- •• 1W 
bal.w c .... ,). 

1. ~ 111r t.ba St.Ml11at1w hM of a 150 •1111• ,.U lwll te 
tbe O.uw ' ot ar·a•' . 

(a) tM ,.u to be .. .., _ _., w1Ua Ula ~ 11-rNN ...,. 

el ... t~. 
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(b) Tho gold toe be witt 7 w f or pw h• ot dollan anl¥ atW 
lr..U ' • oU.. ~ "'""""i't ..W (1Ml:oad1J!C her tot.! goU 
hoJcHnp) - u8d 1IP h ihe •au-t of loac1t ia&toa and u u.U 
-reioal v.n-tioca. 

(c) '!he lou to be atended t or .U a ont.h.a, r-'>lo .....,. u.r.. 
110nt.h.a, 8lld t.o bur~ at 1/2 ot 1 ~t ahoTo the FecMnl 
~ Bani< of r; .. lark ' • red:bcount r•to, now 1 per'COI!t. 

2 . '!'be creation o! a re'I'Ol'rillg credit of lt!>O llillian by the ~ 
I"')ll!'t. Bank to ! inaMo at low rat.u of i ntoare•t the exportation ot 
l.oerlcan good• trw flru1HM cann.p\ian of onl)< tho• i t.. t.h.at 8ru1l 
now aport.& !roa other areu. The l!Xport.-:t.port Benk t.o pue an tho ao­
cept.oabili v of the cJ'ed:i t rUI< but t.o do oao on a acre eeaerou buU 
t.h4n would be f .uiblo or UJral,y i or the 1t><I1Yidll&l upart.or. 

) . '!he e:K:Wan ot a ~ .UUon loan 1!7 l.be l;econatruct.ion fi nance 
CorpoJ'at.ion, tho aQM!1 to be adn.nc«< 1.n <iurt.erl.T UO\IDt.e of 8J.2i .U... 
lion per C{'IIU'ter. 'lho intcrcet. on tho J.o.n t.o be J ~t on the -
paid balmee but the a.nnll&l ~to are t.o uoowrt. t.o 6 ~t ot the 
total loan, tho difference being applied to the reduction on the prin­
ci poal ot the debt. Tho eondtt.iona ot t he loan to bo1 

(a ) Brasil ahoulA 1~ut on each project ttnliert.&ken a . ,. equal 
t.o half ot the a-unt pr ovided t or that. project by the 1ln1 ted St.at.ea. 

(b) '!he CCI!trol Mid eqlrl.tl' oomerahip or the project.e ..... t ......t.n 1.n 
the~ or flru 1Jhn llov~ or Lraaillan l:at.ionala. 

(c ) liot l ou thCI 25 pmcont. o! t he quart.orl,y .,.. tranef........S ahall. 
be expended u the IJnited: Statu f07' ~em cood• or "-rleen ,_ 
rt-, and 811 illpllrto or toreien IIOI"Yicoo needed tor t.'>e projootoa 
are t.o be ~ta nod: trcn the 1!1'11t«< St.atoaa. 

(d) tho I* -a. of the loa to be IIHd: aclll8:1'Nl.T f or tho purpoM 
of d...aloping public worlal ""d i.ndlwtrloal antorpri- of a ld.nd 11111* 
wUl a<ld t.o tho produe1.1 rt v of tho llruilian ~ple 1.n tho not t.oo 
c!i.tant f lltllft. 

H01 BB1l!DihBGslrs 
U/S/JS 
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F'COERAL RES£AVr DANK 

OF N~W YOR!( 

ORRESPONDENCE 

OONFIDD!UL riL• 
L. •· laolro 

0 ,\T£ Borell t, ltlll. 

· sueJEc:T,_tiLIPBOIII OOJYIIIAtlol ma 

Bdlt OJ -.GUIDo 

I oalle4 KJ'. BoU• a 11101 a.• Be had h ad a quiek 'l'ip 

to A.uto~, Bruaaela ud Puta to 1-' -• ldoo aa to md waa a•tac 

on, be 1814. 1'ho trip had boa a toaio. 1'ht11 won 1101'0 wol'l'io4 11l 

Aaeterdaa ttun llllJwhoro elao OD tho Coatlnat, ut hll'f'ln& u 7-' ,.,._ 

on r t he acaro 1D l•aarr. lma moa.., IID4ouMOCU7 •• lemac t h o 

oo1111t17 1n acld.1UOD to 'lbietl abnuUal dollar papeu •v• n111 

belli! •ado tor o11 proponioa punbaao4 1D loath Mol"1ca, wbiab -

pla1nod t ho rooet -.·!mou of tho auildft'o Ill a441UOtt tho Datoh 

n re r et hor frH 111 'blllr ada1aa1oll ot llW dollar aocul"1t1ol 1n 

Allaterd• and oil a mole wore lhow1111 a ar .. t deal ot 1Dtorolt 11l 

1nveatoata 111 Cmada, w1'h Dutch II)'D41oatu p11tt1Dc -tlr 1Dto 

.,, rioue C1Dad11D .nQJ~I'tao• 

!he Bolc1ua wore y_,- opt1aln1o ud por1'Mtl7 haPP7• 

! be •l'l••t bet•- tho 11•1* u d Wallocm ol••'- onr tho laaca .. • 

QIIOI\1011 waa aU'I'le4 00 prilaal'tl7 b7 poUt.loiGU to .lllel'oaao ... 

other'• po••• 1D tho •••17'• 'l'ho 41aaolat1oll of tho Ch•bor proba!lly bad 

elaarod ., tala atnn1oa u d ' h o Bolc1ona warm't t h o all&hton b1t 

worn• ..._.their crnat~r, aor waa tb_.. •7 ...... to,_~.,. 

.......... tho tlle1aa. ODo lbolllct bOU' 1D Jd.ad talat 10 far DO r-I'H 

bo• laa4 te ..., of tMM -••rr powora wb1etl ..,.. 10 eooaaeetellT 

• .,1,4.1 .... 1a 1111. B1"1eftl' ~ .... wu, at loan tor tho Uao bllllll, M 

to ... ~ ........ lelcl• ............ 

In Pull •t~r "" ta a YGJ' .,u.t.Ua ,.._. of Jd.a._ .. 
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FEDERAL RES£1lV£ DANk 

OF NCW YORK 

~cs 

f. CORRESPONDENC E 

coanoii'!UL n1o• 

L. •· laoke 

DATe.__!_anh 1, llao 

SUDJEC.To . fi:L!PBOII COI'IJRIAfiOI WifB 

BAll ar IIOLAIO. 

I 

orb., ware eDUeipded, acn _.. ID t•altiD 4tftata. fhere ... a 

c meral tncr .. aa 1a tba eolltlcl••• ot the people •4, ot oouraa, 

t he Trea11.11'71 • poa1UOD waa •ch happier. ! ha 40-bour wa* had 

411appaarecl. Proclao\loo waa 1api'Ortq. One oould not help but 

t eel surprlaect at t ha ooeplMa =-ae not oal7 IIIIOIIC the people 1a 

Part• wt &1110 at the IIDlt ot Pruoe. !he fMltftl ot opttat• ba4 

naobect a poi.Dt where a atook ezob111ca 1loo. waa aow beiac npeeted. 

Peraoaall7, Boltoa thoucbt, there waa now aotaall7 m ellaatl ot 

opt t.1•. 

fha BrlUah poa1Uon wa1 &1110 1apro•1Dc· AltcMat the a1d4le 

or Janua17 the BrlUih hod. had bee lhon or dollara 111 the aelchMr­

hoocS or t100,ooo,ooo. lltlloa thiD they ha~'~ shad)" 1atue with tbe 

r t i!llllt that their eole m ore dollu pos1Uoo wu now r'*'cecl to 

about eao,ooo,ooo. Jatvrall7 t h ey were well plaued. fbey probably 

woul d not hue to aell cold 1a lew ro~tt 1117' loacer 111cl tbua be able 

to kMp tba • •t 11111ch t h., aow bold with u1 • der au.ark aa a 

110rt ot •U~tiDGJ'• U.cler the cd...-n ... a be 414 DOt: tblak he -.lcl 

SO OD lbippial to ... Gold pl'f.Y&tal7 beaMed 1a J.oadoD llOW _, .. , 

bt th0111bt, to a~ 1180,000,000, 01' bftW- 110 01' 110 a1111• 

dowa r- the pallr ot lan TIU'o If thtr 1ot throach •arob wltbcld 

lilT iatll't.,..ee tr. Bal'lt.a or ._e, prS.••'• 1e14 1a l.Oilclell ...alt 

pro\ab17 •e u-..... .. • a 1uwe Male •ul .tttadel7 a a\at•tlal 

..-. et .. "' ..... stal wtpt tue pla•• ,._ taae au'" ._ .... 
'' "" -- Ule .,._ • ._. I..U.. IIP!tal NeiE lr. M .. er'•• Regraded Unclassified
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OFFICE CORRESPONDENCE 

oom•&Ait n1o11 
OA u•. 

SUBJECT> ,.,_. CIDifFI·I· IIDI 

lo. .. ••'I aAK OJ ...... 

I 

INIMlC, .. l'ltll ... W ... lM' al• ,.._ 1 M'rlo .. U.. ... 

~UB4 the Dll'* .._.. .UU ......-s.. w lw Teltl _. w c. .... 

&.CaP 

' 
"' 

~ 

; 
> .... -· I . • ,. . i 

r- . I u -. 
' 
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FEC£AAl. PES VC A• K 

OF r..;EW VORl( 

CORRESPONDENCE 

OOIFI~IAL 11LII 

L. •· laollo 

o.;n:. larab t, 11•• 

sL·aJ c.T t!LIPiiOII co•nfliiAtiOI ma 

lAIIt ~ ruac.. 

h. Ca1'111tel ..u. .. • uaaa .... M t.U •• ~., 111 .. , 

cablllli 111 t.ediJ' to •*• \be flrn ,.,.., for pl•e• parebaNCI • 

t l a PrCieb ln the aaoant ot ll,T.,OOO. Be wu Wlriar 111 'PIO' \e 

lht1onal Cltl' laDk tor aaoo1111t ot United Alroran Corporation 'II)' 

order or tbe rraodl 1'raa•l7 U,Tae,ooo Ytlua t o-J'I'Ow on dollY.,. 

of lnYoloa tor that ..e~~at -taratao e4 'II)' Jlr. LII'Ol' !INUllea• aa4 

JUppoald that that waa all wa oee4e4. I 11111eatld a~nc t h e worde 

•ot t he O.Uad Airorall CorporaU•• after •on 4.U•e,.• ao4 etlqlnc 

•countarl11nl4• to ei.PPI"'YI41 • Ce1'11uel aeoapta4 t hea• •1111 entooe 

and n pldna4 tbat be ,would order tha p.,..,t t or tOIIOri"'• rather 

t han t o J.., 10 t hat •• a!abt be abla to rlllf hloa ap at the opaotnc of 

butinua towoi'I'Ow lA oa" t h e thlJic rec;ulre4 t\ll'theJ' tldna up. I 

rll) lled that t hat ... 14 a aplaodl4 al'l'anc••t llthoucb I dl4 .n 

t ht ck theJ'a would be aa, dlftleal\Jo 

I aakl4 bow tb.lD&• .. ,.. cotnc with b1a and he replied that 

ha wu opttcdatll aod 4141l't aM 11117 ,..,_ 1lbT t hertt l!tloul d be • 

nu:raal or the p:raHOt t..ora!lla tao4aocr or t he rr•• traoa ..,. 

1t tha t anowr ot toretca CNn.tCI7 sboald alo• 11p. 

Litten 

'"7 -'-

Regraded Unclassified



Xaroh 9 . 19:19 

FOR !HI azcmi!'Wl 

You aelted for a brief mnor an4ua 11h1oh would 

anever Seoretary Woodring on the 1eeuanoe of Pane•• 

Canal Bonde . Our op1n1on 1e that no Bonde oan be 

1eeued. The attaohed atatement expla1ne the e1tuat1on. 

E8D 

~08 
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Karoh 9, 1939 

'l'he Panama Oanal Act authorized the Seoretar;r 

of the Treasur;r to iesue $376,200,000 of two and three 

per cent Bonis. Of t his amount onl;r $1:54,631,980 were 

issued, leaving a balance unissued of $240,669,000 ae 

of June 30, 1917. 

The Second Liberty Bond Aot of September 1917 

authorized the Secretar;r of t he Treaeur;r to borrow 

$28, 000,ooo, ooo and added that 1of th1e IWD ••• 

1226,000,000 shall be in lieu of 1 the unissued Panama 

Oanal Bonds . In other words , the Second Libert;r Bond 

Act absorbed and extinguished the right t o issue addi­

tional Panama Oanal Bonds. 

~C9 
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~ Secretary MOrsenthau 

l"rom 1 . Louinc Buolt 

IDmalq, Chlu 

llarch 9, 19S9. 

l'lloloeed 1e a loc ot Mr. Hayward '• 1enuar, trip onr 

the Tunnen-Buna B.oed. (Appall41J: t) 

/ 210 
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To Secretary Morgenthau 

rroa J. LoeaiDC Buolt 

Japan, Bu,._ alld China 

ltlmaiq, China 

Warob 8, 19!9, 

American friend a who bna oc:aa to Kluullins ft'OIIl Burma infol'lll.,. 

tbat there ia conaidarabla Japanaea propoganda in Burma in the 

direction ot Burmaaa non- cooperation Wi th China. The Burmese are 

not i n Tery @POd relatione With t he Britiah eo they are inclined to 

euppor t •nT party, such aa Japan, which appears to be i n the ir 

f eTor. Strikes amons laborerere baTe been instieated by the 

Japanaee. Only laat night I beard or newapepara baing bought oTer 

by 1apaneae as a proposanda tool . For i na tance, tbeae papara ursa 

tho non-traneportation of munitions t hrough Burma on t he ground 

that aur ... might be bombed. £t i a plain therefore t hat there ...,. 

ba acme 4ifticultiea t or China in Burma, although it ie probable 

that Wi th both Britiah and Obineee influence the 8ul'llllle will baTe 

to cooperate. 

211 

Regraded Unclassified



To S.cratary Morpntbau 

l"rce 1. Louln& Buck 

ftanetns, ChiDe 

llarcb 8, 1939. 

BllSDOSS AND l"IIIAHCLU. Sl'I'UATICII , ll!l!!l!DIG. '!1llllWI 

Bue1neee tran .. ct1cna tor tore1gn exchange are ~ract1cally all at 

the open market rata or excban(!e. 'nl1e ·~~arently holds true tor other 

placea u well . Re1ttance chargee tor Yuan to Sha.nsba1, or Bongkoq 

ere 20 pe.r cent. Bence, there 1e a deand t or billa or large 4enoml..nat-

1on u eome ~eople rellli t by 111111 to 8'1'014 t he cbar&e and the 111111 taU on 

ot mora than t500 to be carried out by 1nd1T14uala. Importers, there ­

tore, attempt to .. ttla thl1r accounts by buy ins e:rport producta. 

NatiTe induatr1ee are autterins in Kimmins on account or ahorta&a 

or l aborera. Methode ot conacr1pt1on scare laborera away ao that 

natiYe induatriea cannot keep up their uaual producticc. 

!!porta and torei§n axchanaa 

A tore1sn exporter i ntorma me that before product• can be exported 

le per cent ot the torei&n axcheqe to be acquired tbroU&h the aela 

mu at be 11ttled w1 th the ruuan ProY1nc1el 8lmk at the ottieiel rata tor 

t he PrOYince. 'n!ia rata in terse or toreign currency 11 lower than thlt 

ot t he Central. Gonnunant and it acts aa a aubaidy tor exports to cera 

tor t he hi&h transportation coata. 'n!a r ... in4er or the excheqe so•• to 

the e~rter at open 1111rklt ratu. 'n!e export buaineu tr0111 lllmlllinc 1a, 

howner, nry ~1 CO!Iperad with the bulinlll doni t or.rly at the 

coaatal porta. 
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Jlr, Lu repre .. ntill& t he ~ore1p 'l'HAa eo..tuion hu been in l'nwta 1 

t or over a .anth to nacotiata With local author1t1aa 011 toreilll axporta 

an4 tore1811 exoha!la•· llr. Lu atate4 that the •ttar or whether or DOt 

the Central Oov~nt obtaue4 control or toraip uo~~ance tor proc!uota 

axporte4 t'rca TW111&11 waa or litUa ooncern to the Cantrel Covera.nt, 

Iince if the toraip exch11114!a now receive4 by the proYince ·were taken 

oYer by the Central OoYeraDent the latter woul4 elao have to ea.wo. the 

obligation• or the Province. Thare~ore, Mr. Lu arsuaa, it ie a bat~ar 

bargain to perlll1 t the ProTinca to obtain the tore1p uchange throup 

aal .. ot exports. Mr. Lu hu conclu4ecl an arranee•n~ tor the entire 

J)urchue ot export proc!ucta by the local IOTermllltllt in or4ar to obtain 

control or the ~ lliOOunt or torei811 exchanae. Tb1a meane that all 

merchant• muet sell to the local government, but he atatea it ia poeai­

ble tor the merchant exporter to act ea agent t or the local govermllltllt 

in aelling abroad, The local merchants are very lliOh concerned onr 

thia innovation. 

ID.ulaJ.y con!!I!!J)tion tax 

Tbe local oonaumption tax has recently been 1norauecl upnr4a an4 

variaa accor4ing to type or goo4a trom a taw par cant to u high •• 

one hUD4ra4 per cant tor luxur1aa. The OOD.u.ption tax ia both a tran-

ai t tax an4 a conWI8j)t10n tax an4 appliea to export a aa well •• to 

1~~porta . The ConWJ!!PtlOn Tax aaeau 1a ba4ly ..naae4 •• all soo4• m at 

be 4UIIIpe4 along the narrow atraet to the ra1lroa4 atation tor uaaination 

an4 craat 4elaya are caueed the exporter an4 the 1nportar in the axaa1nat1on 

ot the IIQ04a, rep.r4laaa or loeaea occured thrOUCh 4-a• by waatbar, by 

paulnl truclta a:n4 carU, an4 by conpetion to trartio. 'l'ba ucreua ill 

uount or 1004• hu -.Ia the ~·· act1vit1U ~ £!!! !!!!!· 
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J\mw1nl prlcea 

Wholeeale pricee in EuD.iDC aceordtns to indicea compiled by the MUD1-

cipal1 ty atlllld at 22~ tor 1euary, 19:59 Wilen Ausuat 19:57 1e tllkn ee the 

beee. T!Ue ie aach h11!ber tball tor Clnulsl<in&' a 1!14n ot 17, , 1here ere e 

nuaber ot taetnre inYolYed in tllia hi&h price aoong Which are the local 

coneumption tax, increaeed coete ot tranaportetion, increased demand in 

relation to eupply, report• ot l ees produce deliYered to Chunskins ee termer• 

end laborer• are either at raid ot air raida or ot conecription, and apparent 

Juggling ot the baae period. Tbere ia little Y&riation tor the ..r1ou1 

groupe ot eommoditiea. 
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To S.cntery llorgenthw 

l'r<lm 1. Loaai.Dc Buck 

llmainc, Chi.Da 

llarch 8, 1939. 

Wholesale tlrillcee at CbUllpiy 

Wholesale ~ricea at Chungking continue to riae end stood 

at an index or 17' for the last week or 1enuery 1939 when 

1enuary to 1une 193V equal 100. 1be chief adnncea he"' 

been in the cate!Oriea or clothing, fuel and metala while rood 

atill remains below pre-war at 97.5. The index tor local 

~roduota in 12'; t or products produced in ot~er prcTincea, 

276; and for produota imported trom abroad, 376. (Appendix 3) 

215 

Regraded Unclassified



To Secretery Morgenthau 

Trom J. LoooiAg 9uclt 

ltlmmiq, Ch 1Aa 

March 8, 1939. 

' 

lla481!1e Chiang's l eaderohlp or the people to greeter personal discipline 

ltadame Chleq la 11ow publlahlng weekly artlclea in the New Life llon­

ment supplement or the Central Dally News with the purpose or stirring 

the people to greeter personal discipline and to gre~ter concern tor the 

welhre or the nation. '!'brae or these articles are encloeed as AJ>llen4i.:r 

I, trenoleted trom the Chl11ese. Special ettentioll la called to the last 

one, Senn Deadly Sins, in which she tranltly recotpt1zes 0111e or tha 

shortcomings ot Chinese character. 

The Ceneralioalmo and de~crecy 

216 

The recent meeti11g or the People's Political Council pesoed resolutions 

tor a deoocratlc goTernment ln Cb1Aa. The Generelhaimo apol<e to tha 

CoUnCil On the SUbject O f deoocrat1C gliY&rnment On the lest dey Of the 

conference. A perusual or his speech gives one the impression that he 

does not quiet meet the desires ot the conference. (Appendi:r 2). 
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APPIIIDIX 4 

Pereonnal. A. W. Hayward, one interpreter, one dri•er, one pereonel 
seM!Illt. 

~· Peraonel baggage, 60 lb. caae provisions, 2 gallon tina oil, 
2 two-gallon tina petrol. 
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.!!!!· Che•rolet ~star" Sedan, Obeaala No . 328, ED8jne No. R 1?9~193, 
29 b. p. Reg. No. RC ?893. Late 1938 model. M1leego 121. 

Dey'a Run DUly Lo1 Running 'l'l.ma !!ll!! Im Cela 

lit Day R&ll£0011/ 9.0 ""' Start 6 br ~miD 2~ 12 
Pytnmena 10.20 am Pegu 

11.20 aa Pyunt•~• (err) 
11.45 ""' do (dep) 
2.5 pill 'l'oungoo (err) 
3.15 pill do (dep) 
5.30 pm Pyinmona 

2nd D•y PyilllMlle/ a.o am Sta.rt 6 br 25 min 233.4 H 
16/l/39 Me~o 10.30 am !l.eilctila (err) 

l 0 • 4l5 ""' do (dep) 
1.10 pm Mandeley (err) 
3.0 pm do (dep) 
4.30 pm lleymyo 

3rd Day Maymyo/ 8.30 am Start 4 br 4~ run 132.9 ? 
11.40 am llalpew (err) 
12.2:5 pm do (dep) 

2.0 pm Laablo 

4th Day Laabio/ l.ll5 pm Start 6 br 0 ::in 113 6 
18/1/39 l'uae 3.30 piii.Kutl<el (err) 

3.4:5 p m do (dep) 
?.30 pm llllaa 

5th Day Muoe/ 8.o am Start 6 br 20 min 100 
19/l/39 Bhamo 9. 40 am Nlllllkbam 

10.27 am lolenw1ng 
10.40 em Penglcbam• (arr) 

l.l5l5 pm do (dep) 
l5. 3l5 pm Bbamo 

• A d1Yera1on or 8 milaa 

6th Day 811.-J 7. 30 .,. Start 10 br 25m!D 16~ 12 
20/l/ 39 Vangahib 9. 40 ""' XliktU< 

11.9 .,.Nanw1D4! 
11. 4l5 am Nl.lllkha (err ) 
12.15 piD do (dep) 
2.10 pm l0l5tb Mila (err) 
2. 15 pm do (dep) 
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6tl: Dey 
20/l/39 
continued 

?tb Dey 
21/l/39 

8th Dey 
22/ l / 39 

9th Dey 

Dey'a Run 

Bbamo/ 
Mansah1h 

Mangah1h/ 
Paoahan 

Paoahan. 
Heiakwan 

Haialcwan/ 

Deily Lol Rwlniy TiM !!!!!! r. Oe1a 

4. 3:1 pa Chatang 
6.30 pa l!aneahih 

7.40 am Start 8 hr l~ min 129 
9.40 Long Ling (arr)am 

11.10 am do (dep) 
2.10 pm Salween ~rid£e (err) 
2.~0 pm do (dep) 
5. 45 pm Paoehftn 

7.30 aa Start 
10.35 am Mekong Ri•er 
12. 10 pm Yong Pin& 
3.40 pm Yongb1 
4. 45 Jill Ha 1 akwan 

• plua 25 mine delay 

8 hr 50 adn* 1~ 
Bri.dge 

tor enr ine over-heotlns 

7. 5 am Start 10 hr 5:'> r.in • 25? 
~.10 am Tunnen Yi (nrr) 
9.50 am do (dep) 

12.42 pm Tchenen 
1.4:1 Taouhiong (arr) pm 
2. 5 pm do (dep) 
3.55 pm Ypingle.nd 
4.40 pm Loutong 
6.30 pm AnDing 
7. 30 pm Xunming 

• plue 30 mine delay tor buret tube 

10 

10 

16 

68 hr 50 min 1~.3 93 

Additional mileage at various s topping 
pl acea, moatly at Laah1o 102.? 

1641 98 
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Froa tho toro101nc I 4o4uoo tbe tollowin& ttgurea tor a direct run 
tro:ll IWICOOII t o ltWIIIiDII • 

~. t Dl1' Rancooa/1'1' ,_II& 
2nd Da7 P)'ill:lua!""~o 

Zrd Dl1' Ya,.,a/ Laobto 

4th Dl1' Looblo/Waasohlb• 

Oth Day Mansohth/Paoohan 

&th 011' Peoahn/B.atalcwon 

?th Dl1' !!atalcwoll/lunatnc 

•~o'ede u-n •• f ollow•: ­
I.aeblo/ 105 IIllo 
105 U11e/Mansahth 

k bra 55 mJ.na 

6 1ID 25 llllne 

• bra 45 alna 

9 bra ~ mlna 

8 bra 15 mtno 

8 bra 1!0 ml na 

10 bra !15 aiDa 

55 bra :15 alna 

!I hra 15 alDI 

• • 11! • 
9 bra :10 mlno 

'250 1111 .. 

~5.4 • 

152.9 • 

171 • 

129 • 

158 • 

257 • 

1S!!1.S at lea 

105 ml1ee 
66 • 

171 mlloa 

12 Ia Gala 

14 • 

7 • 

llt • 

10 • 

10 • 

16 • 

eoit Ia Gels 

Ia Gala 
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SliVDI DEADLY SDIS: BY ~ CHII.NO 1</.I-Si!EK. 

A translation ot the seventh instalment ot Madame Chiang's 
•Ree~rsam" which is appear ing in aerial torm in the special 
New Lite S~pplement ot the Central Daily Newa, Cbungk1ng. 
Tbil article by the Director-General ot t be ~vement was 
publlabed on J'ebr~y .26. 

In aurveyiQc the history ot eo ancient a nation as Cbina, one sbould 
take a comprebeneive view ot tbe determi~ tactore ot our development trom 
the simple lite ot a primit~ve people to the complex culture evolved during 
the last ~.oc' years. In seeking, however, a realistic evaluation ot the 

present with the object ot hastening our victory so that we 
·•SSllEEZE" me.y emerge !rom the present war wi tb a sound basis for 

national reconst~etion, we must make a microscopic study ot 
those evi l s which are hindering our progreso toward the attainment ot our 
goal. T.hat is what I have been doing i~ previous articles with tbe hope 
tbst t~e deadwood wbich has cluttered aoout us to our national detri&ent 
lll8Y be pruned and cleared away. 

This war he a sbown in hish relief nany ot our shortcomings. ilow is 
logical anC: psychological moment tor us to correct them. All otber 

ot tbe world have tound it necessary and politic to institute 1m­
reorganization and retor~ wben tbe shadow ot war bas approached; 

;;;~~~~;:~~;;sotticiale are galvanl~ed into action to estimate t~e possible 
cc ot incompetency in hostilities and to prepare tbe necessary 

cleaning measures to meet all emergenciea. ilow tbat war is upon her, 
sbould ~o likewise . Sbe must be switt and laviab 1n action, slow 

miserly in telk , !.n order to a ·roid laying herself open to charges o! 
ty or indifference. 

La&t week I menti oned that our national economic lite bad been 
ted by the stupidities ot self-aeekere. Salt- seeking, in my opinion, 
most viciotts ot several evils, whioh may, f or brevity's sal<e, be 

~~~~gg:~ij[;a;Js;~tbe "Seven Deadl y Sins." They are: ( l) Salt- seeking( yolept (2) "Faoe," (3) Cliqul.sm, (4d Det eatism(Mu-yu-ta-tze), (5) 
Tsa-pu- tu), (6) Lack of selt-disoipline, (7 ) Evasion of 

. Long ago tbey combined to retard our emergence a5 a 
lr:•t··Olass world Power, and tbey now delay our victory in this wer. 

is this true in cases Wbere p~ople have taken advantage ot their 
to bide tbeir iniquities under tbe voluadnoua cloak of patriotism 

to anriob themselves even at the risk ot tbe continued impoverish­
thJ people. Protite~ring ie anot ber torm ot salt-seeking, or 

sq•"e<lze,• and io a spo!c iality ·.vnicb has cbaracterized all wars in every 
the world. That ract, however, does not mlke tbe offense less 

e>:lo,:s, and it sbo~ld be risorous~y con~emned. 

In the unbuilding ot C~ina we bave to remember tbat the success ot 
OJDf-6rt~k1n~, gr~o~ or smell, depends pr1narily upon the ability ot the 

~•'•••:>pants to abandon thought of personal interests or prejud1ces, and 
tbe w~ole from the objective standpoint ot tbe common good . Until 

willingly nb1de by sucb ~ policy, everyone trying to do anything wi l l 
pulling i n different directions . The result will be tnat altbougb mucb 

tivity may 08 seen the movement will not be in a forward direction, but 
head t oward a p~ofitless, ma5 oingless , sideway tug-of-war wbicb will 

diosipate tbe ener gy of all concerned, but will be a permanent 
drag upon national progress. 

Closely allied wi th self-seeking is •raoe .• This is a curse wh!cb 1n 
ar.re<:ta coat ot us troc tbe cradle to tbe grave. ~re incompetency nn ru 

been e~gendered by • taco" in social, otticial, political , and ~ii~~:~c­
~beeea or our l ife tban one could conoei•e or osre to adait. As antr ted 

tion· Lest be loses •race,• many a claguided man coo 0~ " 

"i"M ;<,• with· 11 problem even or n~ tional consequence, will not dl"11een 
- - · h~elt to con~ult bis aubordinat", al tbough tbe latt~r lillY 

expert and '\ave tbe solution at tbia t1n6er tips. The ~pe~ or, to 
:• •••••rt bia posit ion, a nd hence S5Ye hie • race,• will tbus, in s gnoranc 
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often-times make tbe most monumental and fatuous decisions . on his part 
tn& subordinate, who may tully realize tbe consequences or tbe error 
custocorilY says nothing, thoreby saving bia superior's •toce,• as w~ll 
4 8 his own ~ob. But the oountry loses. Jven when later developments ex­
pose tho stupidity or the decieio.ns to other circles, no one else either 
within or without the department, would dare cell attention t o th~ mia~~e 
In osse criticism should oauao the loss or th• •taoe• ot tbe one reaponeible . 
I neteod, a conspiracy or excuso-making and camouflage automatic•lly begins 
to operate to protect the superior. Inveatig~tion to correct the error is 
b,rrled and defeated, a~d tbe damage and loaa to ths country become ~ 
!oa!dious 1104 r~r-reocbing. 

Apart from the millions upon millions or dollars wbicb the country 
loses by such soondalous procedure; apart from tbe criminal waste ot pre­
oious time, and aport trom the resultant saoritice or n~tionel prestige, 
weltnre and interests, time boa proved that this slovisb devotion to the 
prdscrvation or "taoe" as a cult bas dir•tul ro!lctions in other direc tions. 
for OD<J ttlibg, h discoursges ardent pa t riotism in young people. H 
rruatrtltes tnoir idealism, woors down tneir morelo .snd ob.lnges them into 
spiritless auto~tons oblo only to perform their teska maobenically; it 
t~nstorms crea tive ability--which under tavourable auspices, might hn•e 
made constructive contributions to the revitalization ot our oationel lite 
in all its phases--into destructive resantment, bitterness, nnd discontent. 
Stagnation results; but worse than that not-beds of disottection sre ore>t­
od, and i t is usually from such tbet rebellion gets its impetus and chief 
support. 

To beve seeds of d19oord sucll !lS tbaee sown at >ny tim is b>d 
onougb, but to b3ve them germin~te now wnile the nation i a engaged in a 
lite end doatb struggle is pregnant with grave danger, because tboy aro 
demoralizing to society in genersl, damaging to tbe tigbting spirit, and 
disastrous to the character and the tuturo or the disa ppointeo individuals 
tbomsel ves. 

ln 8Jl8lyz1ng the r easons t or appuent national l~thorgy in genertll 
it ia soon realiz.ed that "teo"" is one or the most b:lnetul factors con­
~ributing to our ~rdy progress . Among other things it op•rotas eg>inat · 

11 and intelligent util ization Of the knowledge 'JOd experidnCO Of 
tcchniool sod other experts who hove, from time to time, baen 
•t gro~t expense tram mnny countries , and been employed in msny 

spnolros , by our Government. In tnis respoot tne ol~ regime permitted tbu 
ion or a system of tonatico> l "fsce"-saving which oven now, it not 

suppJrellsEod, will impede tbe ntoa or our Government, diacourcge ~nd render 
experts rob thu country or wesltb 3nd power, ~d irreparably 

1ndustr1~i e xpansion. Experience nss rove~led only too poignantly 
somo so-cnllo~ responsibl e Government otticials, na well e s students, 
feel thnt loss of ·t~oe" is involved in nccept~ng or seeking expert 

nov><>A. Even worse tbey agg~vote the sitUl tion by w~sting time in ~n 
to dispor~ge'the worth of the ~dvioe proffered, ond to prove tho 

~·::;~~:ion by .them or knowledge !IDd ~bility tor superior to that or tho 
~ I know wbereor I speak. 

The Conoralissimo hila tolt c~lled upon time ond \g~in to rebUke tbe 

~~~Olra•~s and t o ompbssizo t o bis stu~onta the pr ofound import~nco or 
U~ .• Ol l lOiR

0 thC ~dviOO Of taohniO>l cxp~rts in Order th~t tb~ beet Stlnll be 
out or tbo mo4crn equipment tn~t h~s beon purchased botn tor purposes 

llacce and W!lr. 

I h~•e personally bod many a n occ~alon to reel osb~med, >nd t o 

grie• e, tor ~ country, but particul3rly ao wbcn I b~v~ ~~rdi~o~l~aton 
teohnical odvieora ruefully a~y: "Well, it so~ms,t~~han I~.· People cf 
to bow ~Dd why th080 people know more 3 boUt t O . o rdizi both thO 800d 

this t~ or mind who ~ro, porh3ps unwltti~gl~, ~=~~t soe~itber tho lipht 
ropute ~nd tho progress of our country, 5nu w o 
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reason or the shadow or imPending catastrophe which their ac t ions 

cr<~l;e, abould ask themselves Wbat is to be done with them; what is to 

a bout auoh a condition or a rta1ra? There ia an ~awer which 

th•~W5elLvea c~n supply, and action that they t hemselves can take. 
tai l to do something ot tbeir own volition, then the authorities 

"h<>uJcd do it tor tbe=. But I my wall ask are we t o lose a nati on to 

aomeone'a "W e_• ? I bear the a11ewer , •no:• echoing rilht a r ound 

confines ot lar lao~ . 

An eebo abould be warning aooulh in itaelt to tbe wise in thia 
mutable year ot grace n~9. The .ar we 'are tilhtin& baa 

unity the nation UAder the baOAer or resistance. It 
sutt~ring patriotic people into a realization or the 

or some ot our na tiooal problems, end it muat be understood 
csu.soa and the cure or some ot them are not likel y to escape 

J.x~<ue-•ev•ed omocg the distressed. !~either i s there likely to be 
toler~noe or the degsoeroting consequences ot "squeeze" 

, " because ~part trom the immo::"ll atigma tbut attaches to 

they are being more clearly recogAized aa ~ng the chief obstacles 
progress. They a:-e now being put in their rilht category. They ere 

longer being regarded as proper perquisites ot position On4 power, 

as distinct national dangers . During recent years our advancement 

directions baa been notable• but, treed from these end other 
, ,..,..,ctt>hl evils, i t io clearly realized tbo t t~ie coUAtry or our a 

by leapa ~d bounds, and quickly bo 3ble 1A unison, 
, snd determinntion to shout, from the ashee ot our burned 
trom the tops ot our mounta ins, the word RESURGAI.!--"1 shall 

. " --!liD. 
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In this translation of the fifth instalment of M8d~ Chi • 
•Resurgam" wh ich is appearing in the special !lew Life .. ovement s~;gl:­
~nt of the Central Daily News , Chungking , the Director-General of 
tbe ~ovement declares that t he intellectuals must shoulder the 
res ponsi bility of guiding the masses towards t he ~oal or an enlight _ 
ed citizenry..,.. en 

I n the previous article emphasis was l aid upon the necessity that 
exists tor the educationalists a mong tbe intellectuals t o develop in their 
students a full sense or their responsibility toward the nation and their 
less r ortunate fellow countrymen. This article will indicate how t he 
intellectual s in other walks of life can directly help t o educate the 
masses or our peoole so tbat they may become capable of shoulderi ng the 

tional resoonsibilities now confronting them. 

This may appear to be a stupendous problem seeing that eighty p·r 
cant or our populati on is illiterate. Yet oons ideration will sbow that 
the di ff icult ies are roore ap~rent tban real. It each or us who be~ some­
thing to ~ontribute to the solution would cb•ertu1ly and diligentLy ap?lY 
b~elt to the bearing of his share or the burden, the task would be by no 

-.aos hopeless, especially 1t ""'thods are adopted which would ae ke the 
.~ansitioo from illiteracy t o compe tency in citizenship es progfessive and 

as possible . 

The education o( our fellow men must have as its object tbv ultimate 
looJn ve,rsion or these hitherto undevel oped '"estern Prov lnces into an int<ll­

i ndustrial , and an economic base t or national resistance andre-
lco,,.tru,ct ion . The potential hidden wealth must be won t or tne material 

nBt1onal survival, while tho richness of tho popular mi nd mus t 
ted so that intelligent citi?.anship migh t contribute not only to 

but to ~be future i ntellectual grnnduur of our raco . 

As a foundation for a ll t~is wo have our ancient cul turt; as a goul 
have free eonstltutionel govor runanL, upon th~ thr eshold of whic:J wo now. 
tunatoly, ha ve our feet tir llll.y s et . But to fultill our destiny, we must 
the complete loyalty of the pao~ld, for as D~ . Sun Ydt- sen has already 

lnted out. "The hearts or the people ar e tho blsis on ~ich to eStdblish 
nation ." 

An 1ncont1vu to the intellectuals, it on~ ls nu~d~~ . tc.i~plament 
Vd.ity pr~nounced by Dr Sun Yat- son, should bu the r~cogn1tioo of t he 

l 'mst1Jntlld assistance which w~ 0· .. 8 to our compatriots to bel; ~he::. to 
l ize their r~aoons1bilit1e s as citizens, t o und~rstand nationa l issues, 
t~ attain competency to exercise the rranchia~ whic ., , we hopt . <Ill ·nill 

oy in timo . To proceed successf ull y we oust systeoati~e s o that th~re 
11 be no wssto of effort through ovdrlappi >~ or usalass duplication . 

' organize tion for work wllicn must bu done can b.J \l ff~cted by ~he in-
~- " lectuols themselvas or they con savu tim~ and troublv by worKl ng und~r 
t he aegis of the !lew Lit o "'ovement wh ich is al r eady functioning end which 

for its sol e object the better ment ot th u lot of t ho roass~s . h Th i~ 
~~•••ne••• is prooored to offer i ts ser vi ces and vxperlonou os u c arutu • 

wh!c~ this work might bo done . It ul raody bes und"r >.e·· s~:.:.: 01 

projects which I shall 1!18nt1on bdow. 3ut thousands of volun~'~\ind 
workors ar e nooo,sl r Y to carry out this comprehensive ~rogro~ ~ot t t: 
tho flg"lting linos ~nd in t heSE' ' estern :'rovinooa . It dous no ct ~s ;;L,. 
llowet or, under wha t ausoioes wor~ is carried on aincu o~ ob~~ mod~rn 
to teach snd train the pcool e quickly and s~tia footoril' t o acoma 
citizens. 

ld h ro bu to taocb tb~ 
Tho air.S or thO intallvC tUSlS ShOll ' t ~rc . N • . thvi:C tO b<ttvr 

people t o r ead and write and to tn1n tho . to think . to b-lP 11 liMed. to 
the ir living conditions: to iocre3se t heir WdYS or eJrgi n3 :Orcv~gw ~t~ri~ls 
improve t bolr crops and the ir animal husbandry; t o ~ro uc• fsctur- tn •ir 
t~ develoo villaqo industries and co-opor utivos , sod to ~nu o v 
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The means to that end may be by diroct teaching--by obJect loaaons· by charts, 9ictures, paaphlota, post~ra; by newa aboeta in a1mple •ernacuiar · by i llustrated looturee; by radio ~roodcaata. Work could be begun without ' &AY costly equipment . All those who aro interested could SOther groupe of their lees f a voured neishbours a t their homes, or ot any available Plaoo f or readin4 and writing, ae well as for brief talke on citi~enship, on ' patriot ism and ita oblisetiona, on snnitation, on household remedies tor 
eimple ailments, and on t ho i~roveaont or their environment. Alw•ya it is a • tinging disgrace to see our beaut i ful countrysi de littered with dirt and fiL'h which ie aeathotic~lly repUlsive ~nd physic~lly n~useating. 

Funds to Purchase oaaontial equipment t o carry en the work could be aeoured,in al l probability,trom the gonera l publ ic,or from philanthropists. !ach vill~go could be inducod,or bo helped , to buy a aimple,inexp~nsive radio. Towns coUld buy two or more to be installed nt certnin places ~here the 
public could ~aaemble to hear tho prosr~ms or instruction and entertainment. 

This form or education and ent ort3inmcnt baa long met with much succes• in Indio and Russ ia. Such radios could be procured cheaply by boing designed to receive only the special pro!rams broodclsted from tho cent ral station . ~rogroms could be pron~red covering fa rm and handicraft intormation,national newe, interprototion of world news ~d dovolopments, and, 3lway•, encourage­ment or mutual service and patriotic endo3vour. 
· For lantern lectures amnll,oheep a~ereopticon sots could be obtained 

~n any number(the New Lite ~ovement olresdy has one hundred or th~m with suit­able progra~). These ere usually an unfa i ling sourco ot ontertainme~t and interest . Through the mediu~ or story-tellers t ho heroic t a l es of ancient 3nd modern timoe could be reoounted,whi lo thoatrical antertuinme~ts wo~ld prove 
valuable in instructing <>nd enlivening tho usuolly dresJ;Y lives ot the people . 

!.lass educat ion,it muat be :rcntionod,has b~en ca rridd on in limited a reas of our country by urious organizations. That,bowovcr,is not auttic iunt, since to ~ko it ertcctive --and immediately so-- the work must be c3rricd on by all intellectuals on a voluntary basis, and not mar~ly by o tew patriotic 
oiti~ons a.nd gold storrs. 

The gentry overywhoro could be mobilized to hul~ , :>nd intulligont p~opl , with a wil l to work for tho good of thoir country should be ~bl~ to ur~nge innumerable w9 ya or carryins rorW3rd the gree t nsti on:>l work that is Involved in pre20r1ng tho peonlo to assume tho pstriotic responsibilities tor which they ehould now begin to tit themselves. Tho intolloctu~ls must no~ torget tbAt the existing cultural institutions,usotul 1n themaolvos,are not enough . They were created for tho oducated,but nothing similar oxists for the 
illiterate masses. 

The devising ~nd tho setting in operation of the moans t o instruct and awaken tho masses should prove ot tro~ndous interes t t o all thosu in­
tellectunls who have tho po:riotic impulses which, when mobilized ~nd un­le~ahed, co~ld do much to inspire otbera to strive ~nd l~bor for n1tion3l 
emancipation , prosperity, ~nd greatness. 

Failure on tho p•rt or tho intullootu, ls to r~cognizo their ~ea~ons!­
bilities and to r osJ)ond. wholo-hOartedly to the urgent o~~~gg ~~~dw~ll e ..;:~o -
ing our illiterate masses

1 
oabnngt ~~etg~n~~~~~~~~~Yo~e~~ccoedi~s generations , doubtedly bring uoon tbe r on s id ld as wall ss tho withorin~ contomot of tho ~~ts e wor · 

t lotio and enterprising will h~v~ t o ~~~k Ttc ~,·. t rri•l th!lt tho P" r finest ovor ~ivan to tho 1\:lods u?on-- their industrious tol~o1~ men- -i~ ~~ble it will perish," wrotu or bWII3n beifl38 to sha ;>3 · • we wor _:, 111 effoc" it; if we ro • r Daniol v·obator' "if wo work U90n bro~s b ~i~ wo work u on immortal minds temples, they will crumble into dust, u ~re then ongr~ving th"t u' on and instill into them Just principl~st :111 brighten ~nd brighton to ell t~blets whiOb DO time will ott~l~e,t~la--ss su~i~ne ot tbe S~to , end eternity. • Tbua will tho into ec --h'lv.l ,.0 uneqUll.ll"d op;>ortuni ty ~clerS• of true tnl ightonod publt~ Ollin!~~y and 111:1.1<8 tb.,ir inur~dic~blu 
nobl y to discharge ~ nomcntouain~ ~~bin~ t~ tr~slatG into du~ds , oontributioo t o tbe dotermin~t.on ° 
R:ISURGJ.l.-- "1 sb811 rho agdin · --BND. 
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TilE GBNERALISSDIO TRACJS CHINA • S S'l'J.i'S TO'IIARDS 
DDI>CIIATIC CONS'I'ITUTION.U.ISK 

A4droaa1Dg the nation-wide aaaemblago of .a&bar~ on t he con­
cluding dny of the third aaaaion ~f the People's Politic~l 
Council held 1D Chungking f rom February 12-21 , Generalissimo 
Chiang Kai-ahek , Chairman of the Counci l, declared that in 

c. l 

~he history of Chinese political inatitutione the council 
would aa turedly hold a moat ~portent· position. Ita histori c 
mission wos to pave the woy tor o constitutional form ot govern­
ment baaod on genuine demoor!loy . "Whoa the governJil8nt and the 
pooplo are merged into one olpaely-knit unit, new strength 
will be Bddod to our war of resistance and great achievements 
will rownrd our efforts at reconstruction,• declared the 
Geoernlieaimo. The f ollowing ie a ful l translation of his 
speech:-

Beld at the commencement or the second stage of our war or re­
sistance, the third session of the Peop~e•a Political Council and i~s 
proceedings have attracted considerable attention from people both in 
China and abroad. During these teo days we have deliberated together 
on important policies of the state with a positive enthusiasm. I am 
vratetul for your endorseoent of my e'rnest expectations or t his session 

1ich I voiced at the openlag meeting. The unity of hesrt and the api ri t 
ot ~tual a ssistance aa manifested t hroughout the oonforooco are harmony 
i tself. I t pleased me immensely to witneae aucb a remarkable achievement, 

has greatly strengthened my faith in our ultimate victory i n war 
in. the future of our nation. 

In tho course of the session , responsible officials of the govern­
have won our confidence by t he ir straight-forward and comprehensive 

repoJ•ts on various administrative projects. l!eanwhile, in tack.ling a ll 
reeo.Lu<ions and recommendations , we have been heedful of the paramount 

of the war now 1n its second phase, and have accordingly, concentrnted 
thoughte and energies on a number ot concrete and constructive measures 
resolutions, while not numerou~ ware ell substantial. Particularly 

noteworthy were the reports by !llembers of the Council on their actual war 
experiences, their joys as well as their hardships, and an abundance of 
sound and practicable views. These undoubtedly ':.11 prove of ueat help 
to tho Coveramont in executing its progra~s. With the Government and 
the people constantly exchanging views and sharing the same difficul ties , 

are conficleot 1n our ability to finish our heavy teslt of wer and re­
construction. 

Now the third session of the Council is due to adj~urn . Though 
the Council will soon be io recess its members will not cease even for 
a moment their patriotic act1v1tie~. I tool certain ~bat so long as the 
Council keeps on popularizing this spirit of positiveness and of mutual 

sincerely supporting the authorities and by busying i tself with 
ile activities,not only the Government will be benefitted thereby 

the P<JOPle will be moved into joining the at.ruggle en masse . In the 
end our power to conquer the enemy and to clinch the final victory will 

doubled and the foundation f or post-war reconstruction will be l aid. 

In the history ot Chinese oolitical inatitutions, the Council will 
asau,•allly occupy a pos i tion of impor taneo and glory. Tbe historic mission 

Council is to pave the way tor a constitutional forQ of government, 
in particular to erect a base on which to build a genuine democracy. 

provioualy brought up this poiot at tho first sess~oo of the Council. 
laung-li (Dr. Sua Yat-sen)advocated the SOn Kin Cbu !,Three Principles 

ot Natlonaliam People' • Rigbts aod People's Livelihood)and the f inal aim 
his l!ln Chw Chu !(Principle of People's Rigbta )is demo::cy.bl~~ tbe 

~·•p•.o oaunot look after t hei r owo intereatei,ima~g!othp~~fticsl~ctivitiaa, 
, in other word, if they cannot part e pa • 
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they cannot build up a etrons nation. The most powerful and at the same 
time moat stable nations in the world are constructed on the people' a 
will, and untailinsly tbe intereete and views or their governments ore 
identical with those ot the people. The objective in Tsuns-li's Win Cbuan 
(People's Ri&hta)theories ie to create a nation wherein the government ia 
ot the people, by tbe people and tor tba people. lither in China or in 
fore ign countriee, the - ideal preYaUa. 

we are now simultaneously prosecutins the war and carryins on re­
oonetruotion. To be successful in both, we oannot rely on military 
strongtb alone. Instead, we JDU.St mobilize the people's spirit, orga.niu 
such sp.ritual forces ae baYe already been awakened an4 then turn the 
combined strength or our people's spirit and deter~tion into a weapon 
to beck up our mao and officers at the front, and into a power tor the 
dnelopment or our interior provinces . Herein lise the reason why, 
besides strengthening our military torcea,we must mobilize the people's 
spirit and consolidate tbai r views . 

In its decision to convoke the People's Political Council last year, 
the Emergency National Congress ot the Kuomintang(Nationalists• Party)waa 
prompted by tho hope tbet through members ot this Council, genuine publ1o 
opinions 'fiOUld a~in expreaeion ao that the GovernJDeDt oould be a118re 
ot public woes and aspirations, and be guided in ita administration by 
:his knowledge. Meanwhile, it w~s also hoped that we, members or the 
Council, would truly represent tbe people by reason or our social positions, 
prestige aDd experiences, and dO our share in war and r econstruction by 
o!!@ring our talents and abilities to the GovarDJDent and the people. Por 
only thus can the Government satisfy the people and only thus can the vi 
end actions ot the pooplo help strengthen the Government . In other words, 
the Government and the people sbare t he glory or humiliation that comes 
with our aucoess or failure. Whon the Government and tbe people are merged 
into one closely-knit unit,a new strength will be added to our war ot re­
sistance and greater achievement will reward our efforts at reconstruction. 
A study of the conditione under whioh the Counoil was created would sutfice 
~y itself to answer the question whether China will be able to crush her 
eneey. 

Tree, it is our duty as members ot the Council to fight !or national 
independence and freedom, but 1t elso depends on us whether China can, 
during tbis difficult time or war, complete the groundwork for a genuine 
democracy , which may be used as the base !or a laat!ng peace and order in 
the future. Row ere we going to discharge our duty in this connection? 
Tukins advantage of this opportunity or my being here as one of you. I 
wish to explain the a~turo of the genuine democraoy which we want for 
China, as well as the methode and steps which we must take in its 
materialization. 

Our Tsuns- li was well versed in learnings, bot~ Chinese and foreign. 
He also bad a deep knowledge of world tendencies snd domestic conditions. 
&=awing on his 40 years • experienot a s a revolutionary, be wrote tho Sao 
lli o Chu I, thereby hoping t o turn ChinS into a realm o! prosperity,power, 
peaoe and bappiDeas. Teuog-li'a idea was to bring about a democracy Which 
sbould be more thorough-going ond more praotical ~ what bad previously 
praot1aeG anywhere 1d the world. Therefore, in his lectures on Win Cbuan 
~bu I(Pr1noiple of People's Rights), be criticized tho theory of natura~ 
r~\hts and started a revolutionary school ot thought concerning people a 
ri~ts. Furthermore, be wanted the Chinese people tully to exercise the 
direct political rights o! aleotioo, recall, i .nltiation aDd referanduL'I. 
This proved that Tsuns-li, with great tareightadneas, had aurpessed bia 
predecoaaors. He was more tban an ideali~. For he was also a practical 
revolutionist The higher soared his ideals, tb8 t1rmar became his atel~· 
He mainta~·tbat the people must •ow t o preottae reYOlutiooary principlee 
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ce al>le to tu.ltill their dutiea a a revolutioa.iata, bet oro they could 

ven tile rudimentary political richta. Be Oleo held tile view that 

people must be trainod first before they oou.ld ezeroise the t our 

1Shts(of election, recall, initiation an4 r ef erendum). 

Tbe democracy which Taung-11 wi fb.ed to eet;ablillb was or the puriea• 

'lli the ali8hteat natJ.ce of aka-believe or art1tio1el1ty. Un- ' 

n''""'"''~' , the Chinese people, ba'l'in& inherited all the evil practices 

down tbrousJlout the nuaeroue dJDOetiea of autocratic rule were 

at a low ebb both in intelligence and in vitality. Tbe people were 

u•od to disor8$nization and aelfiahDeea. Moreover, tbe country was beset 

w!th obstacles. To bridge tho cbs- between aucb a bietoricel background 

and such sn ideal realm, it is necessary to begin by stranuoua work in 

the r ace or great dittioultiee. Certainly, the goal could not be attaiced 

at a 3ingle s troke . Conaequontly, Taung-11 laid down al.litary rule 

pol ~tical tutelage nod constitutionaliea sa throe eaeential stages through 

~bicb China's r evolution must undergo before its successful conclusion. 

Sioco its founding, tbo National Gover nmsnt, in accordance with 

1'S11:!8- 11's bequcothod t68chinga, proceeded first to un.ity the country. 

T~is was followed by the introduction of the period of political tutalage. 

It w~s originally hoped th~t tbis would expedite the consummation ot 

oonsti:utionslism and tho esrly completion of national roseneration througil 

•~volu~ion . Unfortunately shortly ~rter domestic unification bed been 

broUSht &bout , new difficulties arose. Yor five or six years the Govern­

mon t d~votc\1 a hrge part or tho 011npowor end financial resources ot tbe 

nation on operations which should bavo fallen within tho periOd or milito::->· 

:ule . Scarcely bed the o~tion ~ined its second brocth before the enemy 

started their premeditated aggression nod penetrated deopor into tbe heart 

ot the country every day. To prote ct our sovereign rights and to preserve 

cur national exis tence, we rose to offer r esistance. Yor nineteen months 

wo bave fought ~ bitter war. Tho Ore6a of our territory n~w under anomy 

control ~d the losses suffered by our people could bnrdly be computed 

in milos or in numbers. 

Judgiog by tbe present conditions, not only bave our pro~ammee 

for the peri~d or politio~ l tutclsge been hindered, but the wcrk or the 

period or military rule hSs t o be done ~ll over ~sain. To pu t it in 

O:Jotller way, wo must tirst ot ::11 cr uab tho "88J'essor•s military force, 

destroy ~ll traitors and puppets and or~dio~to ell influences detriments! 

t~ ou: n~tion ~nd antagonistic t~ our revolutionary cause. Wo bsve to 

·.vait until our loe t territor ies tuve b~en r eco•ored a nd do.:>esti c disorders 

llquidnted botoro we can bavo political tutelage and pr~p~ro oursel•es f o::­

:onat~tutionnlism . Thus, strictly spo3king, we aro now still in the 

per iod o1' military rule. Tbe miD tasks or th is period, accerdiog t c 

~ticle six in the Outlines or N~tionnl Reconstruction , should b~ a s 

f ollows: "All organizations must be subordinated t o military odoinistrs­

tion . The Government should on the one band empl~y military rorc~s in 

clearing tba na~ion or nll inter~l obstacles , and on tbo ctber propagate 

i t.s pr inciplos(Three People's Prin~iples ) tor the enligbtenoent Gf the 

:::;asses ." 

As I bS.vo already mantionccl. th.l preasiog needs or our Mtion ttc!~y 

aro the simultaneous prosecution or the war a nd tho enforcement or our 

programme or national reconstruction. Hence, wo =ust concentrate the 

pe )ple's views ~nd srouse tboir strength in ective preparation r or the 

cooplotion ot cur two-fold task. Mesnwhile, during the war, we should 

he ighten ou.r sense or r esponsibility toward tbo Stnta aod our undorst.snd 

of San Uln Cbu 1. Altbougb busy in removing ~bst~oles during the renewed 

peri04 or sillt~ry rule, political tutel~go must proc~ed wi thout inter­

rupt lo~ . In order t o beaten tbe early completion ot our re•olutionary 

t&sk, we should sct i•ely push the work or politicsl tutelage which, 
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howe•ar , auet not 1oterrere with mlli~r;y aoti• itiee. 

wnowhilo, it 1e hoped tbat the prosre•• in pol1t1c!ll tlltelage 
-.1 prooo or a lllPple~~eotor;y wllle t o 11111 t s r;y artaire. We .ut re:ll1ze 
tbet botore o..r wer or reeiataoce c~• t o ao o04i. the priorit;y ostuzall;y 
go .. t o a111tar;y ~ratione aJ14 to Ollr SOGl, oaae 7, dctOl'J. 'ftle o .. dl 
or the period or .mllite.r, ru1e met reoehe tint oooaidal"'ltioo bllt 

itioal tutelage ma;y so on aide b;y eide . Such a conception 1• abaolllte­
iodiepoo~ble, or a ll our ac~i•itiee will l ose their center or sra•it;y 

wbat wo niJII t o oro!lte ia a thorough-golD& de110oraoy, we oaooot • 
the neoeeaar;y procedures ~ etepe tor ita Bftteri~lizatioo. On 

baDd, duo t o thouaaodl or ;year• or autocratic rille, 0\ll" people 
the ooceee~ry pe;ychologice. l prepar! tiooa. Tbe;y bs•e not h~d the 

i red training in politics, eo tbst before the dawo of a genuine 
lde~o~1oy, obetaolea muet be re 1110•od s od gr~uodwork ...at be done. Tbis 

reconstruction t hrough rc•olution an eeeontiel etase which we 
llDdergo. . 

Besidol di•idiog the process or ro•Ollltioo into three per iods, 
~~:~~~~ grn•el;y W3rD8d U8 by s~y1og : ~ith1o C feW li0Dtb8 sfter tbe lo or tbe Re•olutioo or 1911 tbere 0488 sbout tbe dowotsll or an 
et~~~~~~~,,:r;~o:;rlll or government whion w~s 110re than 4 ,000 ;years old, acd s the end or tbe ~chua, who wer e tbe rulers 1o Cbioa t or 

60 ~!Irs. None can deny tbst ita doetruot1vo power we.a torritice. 
t o tbe present the materializstion of .. Ssn 141n Chu I was as 

or<n11n nod remote as ever. Why? Beo~uee attor the doetruction we 
d to rebuild i n accordance with t he programme tbat bad been pre­

viously decided upon.~ 

People at t hat time made tho mistake or neglecting tbe nocoaaary 
prooedl~r<u a nd instead they ri vallod each other in td.kieg about democracy. 

tho provisional constitution adopt ed at tbat time hna since 
into a mere piece or p!lpor . Than like a vioiollS c~le, 

aDd disasters followed one attar another . Final l;y the supr eme 
ot the State came to bo manup i l ated by the politioi~e and w~rlords 

cover up their own evil doings. As a result, democracy bas remained 
ideal. Furthermore, oWII8rous l><lrriere were laid in the WilY, and UDt~l4 

were oo..ttted in the o:uoe, ot democracy. Tbe situation finally 
ne·.a,,•<•r8ted to such a p~iot th~t it wsa beet described b;y a certain 
Pa•rnJiu t" ' '" iat during the J'reoch Re•olutioo, who la .. oted that a groat 

ot aina and e•ils were commit ted 1o the oaao ot Lioert;y. 

In order to rectify this mlst!lke , we bavc t o start tr~~ the ver;y 
~~~u~ing. The n~tion must first be tre~trolll external aggression. 

formation ot this Council, we, ita members, hAve willingly 
our personal t r eedcm in the interest of laying n toUDdation 

democracy. This is the most gratifying thing during the war and, 
tbat ma tter, sinco China bec:1me a republic in 1911. I reel confident 
in the future we v1i ll follow more closely tho teachings which Tauog-

bequo~tbod t o us and lesd the rust of the notion in the tosk or 
tutelage . We m•1st set an eu.mplo t o the poopl e by displayio.g a 
o t roaponaibi lity end bY eotual acoompliahlllllnt. end a.-oid the 
irroanonaib i lity and uomindfulness of realities . 

llo a1at rmke it clear t o our people that democracy ia not c a;yoonya 
la~t ~! ib~S and order, or tor anarchy. 

The public o~ioion on which daliOOr&CY ia baaed -..st ~ =~= • 
ti•e ood reproecotati•e of the maj orit;y 0

1r thhe..r:o:~: !ontli ot with 
t :•e4o• which domocrecy endows on the peop e a o 

welfare nor should it go beyond the sphere ae .arked b7 lawa or 
State. 'lfith our nat i on rsciog tbe wont ioftei on 1o history , we nuot 
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to respect the absolute author1ty ot laws ot tho stat 
the repoaitory ot s o•eroiac authority, the entorcer ~r 

and slao the suardian ot the entire nstion. In order to protect 
pcoplo and national 1ntoreata, the Go• ornmont cannot but punish those 
violate the lawa and destroy the political institutions ot tho nstion 
iona cppliod 1n accordance with the lawa auat not be mistaken as · 

In any democratic countries, there are s overnments, political 
nA10HUOJOn8 lind laWS, The last tWO 1n !I dNIOOr&Cy ShOUld, abOV8 all, 

the people's respeot end their deatruct i on by a taw can ne ver 
tolera t ed. 

In l aying a f oundation t or democracy 4urins this war, wo must in­
tho people ot the real meaning ot democracy. We, members of the 

are the vQnsuard ot the people as a whole. On our shoulders 
duty ot thus enli8hten1ng the people. Por the preserva t ion 

interoate ot the State and ot the people, we must tully exercise 
autbori ty or upright public opinion 1n conde~~m1ng any vi:>latGrf ot 
laws and instituti ons ot the State, eapecially when their actions 

result in reducing our war strensth under the cloak ot treedo~ and 
"""""tcv At tho same t ime tho people -.aa t realize tbat military rule 

••u•otllal t o the prosecution ot our Wll' and political tutillase is a 
tor n~tionsl regeneration, and between them t here is not 

iS)ItCISt room tor hypocrisy or obstruction. We liiUSt bear in mind 
errors and proceed to lay a lasting f oundation tor a genuine 

rscy by fai t hfully following the procodu.roa ·118 laid clown in Teung­
boqueathecl teachings. 

Tsung-li ' s objective 1n hiS l ife-long political struggle was t o 
into toots his San Min Chu I, thereby obtaining t or tho people 

• However, e people without training cannot govern 
~be;mselvos. to his death, Tsung-li called on the intellectuals 

nation ond his revolutionary comrades t o servo as gunrdi~ns or 
masstiS to wh om they should disc~rgo the duties as teachers while 

in stat ue sa their public servnnts. This is the main road 
success in notional reconstruction. 

In tho Chinese hist or y there a re two good examples ~r this s~iriL or 
i tical tutelage. The first was the story ot Premier Yi Yin and 

Tal Chia ot the Sbang Dynasty(l766-ll22 B.C.), sod the second was 
t of Prelllier Duke Chow and Emperor Chon ot the Chow Dyn~sty ( ll22-249 

C. ) . Emperor Tal Chia w~s a 1111nor when ho oa1110 to the throne . Premier 
Yin t ook upon himaelt the task ot toaohing and guiding the youthful 

~o:oaJrch. His counsels wer e later compi led into an oasay named after t ho 
oroom,to~. It happened that Emperor Tai Chia at tirst did not heed 

cos and instead became addicted t o evil. Premier Yi Yin sent the 
to the Tung ~lace ond kept him there. While ruling the kiosdnm 

the regent Prollier Yi Yin braved suepioione ancl rumours. Be resorted 
vorious means of teaching the weywarcl IIIOnaroh. The three relevaothi 

in tho History ot Shang Dynasty bboire ~ l:~ti~~ai:;t~~~bet~hrv~e . 
tho we ltore ot t he nati~n ond a u mo 11 d Em eror Tai Cbia repenting hie poet wrong doings, rea ze 
orproaponeibility and hnd coqui~~~hr~·t~=·~=~~;Yo~b!~!!~:!o~~~ 

Prolllier Yi Yin turneid ~v~ir Immediately before his re-
~""'eJ. r retired trom poli t 0~ 0

' de koowo hie 
relriOnt, be lett with the emperor an oeaoy wherein b8 IDa 

iews on public e dll1nietret1on. 
t etocl by Jmteror wu to help In the coae ot Dul<e Chow, he was on ru er<ar Chen waa 

his crown prince. At the time of his r a t her's cleatb , l~e•elopod. 
young, wi t h hia power ot jud81118nt and dieoerDUJ~t stilt •s promoditatetl 
llulte Chow had t o talco preventive 1118!.1&urea againee 'WU ~urs ore!lted and 
revolt, ancl a t tho so1110 time t orbore the 1111a0~!:~!0~olea. The positio~ 
circ~lated by Taui ancl Tsai, two ot Jmperor 
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or Duke Chow was indoed an extremely dittioult one, but he carried 00 
despite untold bardsbipe a.nd humiliations. All the time be remembered 

1t1S bauY responsibility or brill$inl about peace and order in the kingd 

and or aesistill8 -.ror Cben until be ooul4 rule by ltlaeelt. He abWIJl~: 
00 dittioulties and OlUJ18 t ast to bia duties. The t our ••r•e• entitled 

•Tbe Owls" in the Book ot Poems, wberein Duke Ohow•a lo•e t or t be nation 

an4 bia loyalty to the emperor were ~tapborioally described were most 

mo•ins and inspiring to present- day readere . Later, wben a1i upriainge 

in tbe kingdom bad been quelled and wben ~eror Chen bad oome or ase 
Duke Chow, like Premier Yi Yin, restored t o his ~ater tbe r$ins or ' 

government . Ae it still not tborousbly assured, be recorded bis precepts 

in an ess3y : DS.lDIId "No Leisure," with a view to intorming :a:mperor Oben 

ot tbe hataships wbiob bie ancestors bed experienced in rounding the 

kingdom and their constant vigilanoo lest tbey booame lazy and negligent ot 

their duty. 

Today we are lhill$ tbrousb our worst national orieis in histor y 

and we are tor from the completion ot our taelt . In reading the poem ' 

"The Owls", how could one help being moved by tho reeling which moyed 
Du~e Chow? Tsung-li otten regarded bimaelt as Premier Yi Yin and Duke 

Cboor and be was the conscientious t orerWIJler 1n our national revolution. 

He advocated the division ot our revolution into three periods or military 

rule, political tutelage snd constitutionalism, because he wanted to train 

t bs people botore giving them the governing rights. Seen 1n the light 

or history, how great were Tsung-li's spirit and his sense or responsl­

bHity'? 

In his essay on "Oneness ot Virtues," Premier Yi Yin said: "It ia 

not thot Heaven has any particular love tor the Sh•ng Dynasty as auoh, 

but ·l t treaeu.r es tbe virtues it stands tor ; lt 1a not tbet the Sbnng 

government wants the people within its told so muob as tbe people wish 

to oomo into it". Slnoe the overthrow of autocratic rule, the Republic 

of China also bas a oneness or virtues to guide the nation . This is none 

other tban Tsung- li's San Wl.n C~u I. Our task today is to carry on the 

work lott us by Tsung-li as woll ae to emulate the spirit or Premier Yi 

Yin lllld Duke Chow. We must whole heartedly put San l4in Chu I into 

prsotico so that tho entire nation o!ln sinoeroly ombrac e· this oneness of 

virtues. We, members or the Council, must assuma the weighty responsi­

bility or enforcing San Win Chu I end building a solid foundation for 
demoorocy. Wo are leaders or soc i ety and or tho people a t l :>rge ond we 

must set ourselves as exemplary citizens. 

At the saoe time, i t ls our duty t~ educate the paople and make 

them conscientious or their responsibility and oleo the ways ot fulfill­

ing lt . We aro Premier Yi Yins snd Duka Cbows ot todsy on4 the people 

are Emperor Tal Chlas and Emperor Chene. We mus t look upon the people 

as our msters, !l.lld lt behoves us t o te .. oh, train and c~re tor them! 

until the gournlng r ights can be rat"roed t o them. The tlJDo when tho3Y 

are ready to assume those reepoosibllitiea should coioclde with the con­

summation or San Min Chu I . 

To rultill our mission, we, members ot thu Council, both ln and 

outside the oonterenoe ro?m, should set ourselves as examples by re~~ct­

ing laws and orders observing discipline and loyolly carrying out 
duties. As the ancient anyiog goes, "The upright man needs no orders to 

have others obey him." Another provarb says: •ooo w~o teoobes otbers 

bJ settiog himaelt aa on example bas many f ollowers. Beiog gcdols tor 

our people we must practiSe whet we pre~oh, be r<lSponsible, obsor•e nr1oot 

41so ipl1~e. Wo must be responsible to~ overy word we uttor torth~t 
Stato and to the people, and every action ot ours must bo in con or Y 

orders. 
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Led by such a spirit, tbc people will naturally accopt our guidance 
and ettor ~ving bad trainl..og, oao build up a resl democracy. • • 

The purpose O f the Go'fer ll!Dent in COnYenl..og this Council was t or 
us to take up upo; our shoulders the co8DOn reaponsibility or the state 
like Premier Y1 Yin and Duke Chow. Tbe OonrGJ~~nt hopes tbat at the end 
ot the war, our work or political tutelage will also be concluded In 
another word, it hopes tbat the day or our tinal victory will ooi~cide 

the completion or the groundwork or our national reconstruction 
the Government expecting so much trom us and t he people repcstoi 

suob high hopes in us, how hard should we work so as not to diaappoint 
tbel!l'l 

Whether democracy can be established in China depends entirely 
upon us. Whether our nst i onal regeneration can be brought about also 
depends upon us·. Tbe ultillllta aim or San IUD. Ohu I --tbe materialization 
ot uotveraal brotherhood aa wall as the i deal world set t orth in the 
Book or Ritea- - awe.ita our joint attorta at ita promotion as members or 
the Council be t :lr e the people O'lll .beCCMM all industrious at production 
and the spirit or harmony and co-oReration oao prevail. 

The three pointe the Fi tth Plenary Session ot the Central ExecutiYe 
Co~ttee ot the Kuomiotang expected ot the notion--str engthening or the 
national unity, intensiti cation or our struggle and t he speeding up or 
our r econstruction progral!llll8--have been oryatail.zed in the resolutions 
adopted by this Session. Meanwhile, it is neceeeary torus as me~bers . t 
the Council to publicize these resolutions, to aet ourselves ns examples 
end then these resol utions can be ettectively executed . f 

Tho People's Polit ic~l Council is not an ordinary discussion 
assembly, but a guiding body in our war ot resistance during which we 
must share the same hardships and cooperate tull-heartedly to tide the 
nation over storms. It is not only a place wbero public opinion can be 
aired but also a place where the people 's power is centralized . We, 
members or the Oounoil , must be people or action as well as formulators 
ot aatioMl policies. Our spirit or not a voiding dangers and difficult ies 
is already well k.nown. 

llow our war or resistance blls entered its second stage, the all­
iq>ortant period in the deteroinstion ot ou.r tate. It is boped tbat 
atter our return to our respective plsces, we ceo ~ll contribute our 
efforts in accordance with the resolutions or tbis Session, to elevate 
our national spirit and to promote our traditional virtues. Regerdin.8 
tbe numerous im?ortent resolutions adopted by thie Session, sucb as tho 
revised syetoru or conscription, the entorcemont ot spirit~l mobilization. 
the expedition or economical reconstruction, and tho reorganization or 
the ~o-chia (mutual gu11rantoe) system, it 1e sincerely hoped ~~t ~e ca.n 
assume the responsibility of pro~ting their opplicntion. · Ci 

0 
ue 

work herd at our poets and ho~p t o put these resolutions nto 
ex••otlt. lnn 80 that not only the Go ·ternment can bo benefitted by our 

but' the entire nation will also bo grotiCiod in their aspi rations. 

Now tbs Session is coming t o its end. When I come t o tbink ot r t t us I cberish the greatest 
trials and tribulat ions lyio8 in r on ° lik people 1o the same 

in you who are sharing t he same t~ to i h you 
8 
will all strive hard 

that baa been caught 1o a storm.i w 9 and success t or our notional 
ieYe victory t or our ~ ot ros stance 

f <<:onstruc tion . --BND. 
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PIOPLI' S POLI'l'ICA.L COliiiCn. UJIOJ8 DIBTl'l'O'J'ION o:r 
DIIIJCRUIC GOt '*• M 

Calling upon the Gove~t to tat. practic~l atepe t o institute 
a democratic tora ot governaant iD order t o lar the roundsticn 
t or national rebuild1Ag, ~era or the People's Political Coun­
cU t.:l.anoeil eix reaeona 'llhT a diMot popubr govorneent should 
be inatitutea in China at an e&rlJ date. 4d.anced by 51 or the 
mombere , the propc..U won the appro.al or the Council. 

"The major Powora ot the worl"a sre being lined up into two blocs 
democratic and the anti-da.ooratic , and even Mr. Neville Cbamberlni~ 

tbe British Prime Minister, dcea not seoa aucceaatul in preventing their' 
rormtion," the 51 Councillors pointed out iD their bill. 

"It we can at the present aoaent lay the t irat cornerstone or a 
democratic goverllJilllnt and a govern.ent bJ law, we my not only secure 
further sympethJ a nd aeaiatance t roll tt-o da.ocrstio bloc but my also 
jcic bands with the democracies in the tight t or world peace. • 

"Should the right or tho people to pertioipete in government 
a!tairs fail to keop pace With the O.Xpanelon ot the governmental powor 
tt.e result would inevi tably be t ho · tranatoretion or Chine into a 
totalitarian atnto, which would bave a most undesirable ettect on tha 
tuture or tbo D3tion. Consequentlr, the people should be given more 
vc~ce in politics. 

Now that a . government by law bas been looked upon as the ideal 
term ot in China, stressed the spqnsore , the actiens or tha 

hencotortb should be in accordance with the existing lows 
, when properly made and promulgated, shall be tbe standard of 

ted Government activities and shall not bo disobeyed, ignored or 

Secondly, the proposal emphssized thst the future activities or 
Government should be systematized. ·In this connection, it sdv~ced 
t pll owing proposed reforms: (1 ) institution ot a civil service syst•., 
the right~Qnd duties of the publiC fUDCtiOD~ies ShOUld be clear ly 

de .... ,.,, ted, aod ( ~) tbe relations !IJOODS the ..arious Government bureaux 
be clarltied. 

ln order the t a govenuoent •or th.e people , ~1 the people and r or 
people" may be gradually brought about in Cbioa, the bill made the 

concrete suggestion : 

"Before the enforcement ot a constitutional rorm ot government 
Chino there is no reason to demand s cblnge in the status quo--
!y, the Kuomintang should continue t o direct tbe political machinery 

the system or political tutel~ge , snd~:he ~~~~~!e~b~~~dd~ected 
or,gaJ>!zed by tbe Kuomintnng. However, the uvver 

Kuomintong should still be r esponsible to the people. It the 
should express dissstisfactio~ •i~:et~~o~~:~e~~c~~~ !~~her 

still t ails t o satiety the peop 8 • b ~-vernment 
etepe to reotity the situation or recr~nize t e ~ · 

"Th Kucmintang should atter ~preYing or reinforcing the present 
e's P~litioal Council, r~rm another more representative acl

1
visory 

~ lll!IC:ll c1 t ...-dual steps t o empower the adv sory 
~, ; it should also • op .-71 th adainiatrotion in accordance 

1l with the right to super• se a 
law." 
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tl' n 11> accord!ll1Ce with the Cleneral1aa1oo•a openll>g nddl"lss before tbe Collllcil. 

The text or the "Vow•, sa adopted by tho Council, reads: mwe, the 
1111daraisnod pledge to obey this National lnem,-Resisting Vow, support 

National Gov~Ament, f ollow tbe guidance ot Oener&liaaimo Chiang Kai­
• t o sor'fe o~ 1111t1on with au our bol!..rt snd 3bil1ty. We will take 
punishment trom the Oover~nt should we act against this "Onth". 

Tba twelve commandments ottaolled t o tbia Vow are: (1) We will not 
d~::~~:~:1,!tbe Throe People's Principles; (2) Wo will not disobey Govern-~ ; (~) Wo will not disregard the wolt aro or tbe state end 

We will not be traitors nor serta; (5 ) We will not Join any 
orgooization; (6) Wo will not aorve in enemy armies; (7 ) We Will 

load tbe WilY t or ene<17 armies; (8) We will not spy t or t be enem, ; 
We wil l not work t or the one~; (lO)We will not accept banknotesissued 
tbe eoec.y or puppet baJllcB; ( 11) We will not btlY e.oemy goods ; (12) 

will o:~t sell any &COde t o tbe eoecy. 

The tort end tbo comcand~nta ot tbe Vow will be promula=ted by 
llaticlllll Go'ferDI:IODt: end tbe on tire n•tloo Will be ordared t o vow 

at a date t o be set t or tbia purpos e by the Goveromeot. 
11 bo taken in e'fery Peo--tbe loweat Chinese political unit-­

tba name ot tbe Ilea~ or tbo tamily tixed on tbe text, represeotll>g 
~obore ot tbo t emily.--IND. 

China Intormation Committe~ 
P. o. Box 107 
CIIUD8k1ng, Cbll>a 

Peb. 25, 1~~9 
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HloiJr: 

Operator: 

HUJr: 
Sumner 
Wellee: 

HHJr: 

W: 

Hl.lJr: 

W: 

H!.!Jr: 

W: 

HMJr: 

W: 

Hl.lJr: 

W: 

HUJr: 

w: 
HW'r: 

W: 

Hl4Jr: 

W: 

Hello. 

Mr. Wellea. Go ahead. 

Hello. 

Hello, good morning, Henry. 

Hello, Sumner. 

Karob ll, lll:51l . 
11:211 a.m. 

241 

I'm eorry to say I was tied up over at the White Houee 
with the President from five until af ter seven and I 
didn't have a chance to know whether you had called 
me or not. 

No, I didn ' t. 

I wanted to find out if that final draft was all right 
for you t o e1gn. 

Yes, and I Juet wae told as you r ang the phone that 
your men Just arrived here now. They were supposed 
to have been her e at ni ne. 

I eee. 

And they're outside of my r oom, end I'm reedy to sign 

my dra1't. 

That's grand. 

See7 

Because Aranha 1s due here at eleven !iftePn and we 
wanted to get 1t wound up so that he could get away. 

Wel l , your men arrived here t hirty seconds ago. 

All r ight. 

Now, will you tell Aranhe tha t I 1d llke very much to 
see him to discuss t h is Central Bank t hing with hi•? 

Yes, I will. 

And I can do it anY time tomorrow for enoon. 

Well the trouble i e, Henry, that I thi nk he ' e got to 

leave today. You aee, he'a saili ng tomorrow. 
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H!.!Jr: 

W: 

;ruJr: 

W: 

!f!!.Jr: 

"" .. . 
HI!.Jr: 

W: 

HLlJr: 

\'1 : 

Hl&Jr: 

W: 

HJ.IJr: 

\f: 

Hl&Jr: 

W: 

H!!Jr: 

!f: 

HLIJr: 

W: 

HL!Jr: 

- 2-

We ll, t hen I ought to &8 8 him t oday. 

Yea. 

242 

Because I-- I - - einoe it ' s decided we ' re going t o 
do it , I ' d l i ke to have a chance to talk to hi m. 

I t hink i t's absolutely neoeaear,r. 

What - - what about this a f ternoon? 

\~ell, I ' ll get . i n touch with him immedi ately. What 
t i me would you suggest ? 

Well, I ' m going •to the ~it~ House at t wo. 

At t wo? 

And let's say the President is delayed - - I would say 
tha t three t hirty would be sate. 

Three thirty? 

Yes. 

I t ell you one t hing that ls on hie mind. Hls brother, 
who came up with him, he tears i e suffering trom a 
brain tumor, or s omet hing which may be more serious 
than that 

I see. 

And he 1 a in the hands ot Dr. Cushing end Ara.nha wanted 
to have an opportwt1ty ot talking personally with 
Cushing in New Haven bef ore he eailed. 

Yee . 

That ia the complication. 

Well, I -- I - -

But I ' ll get in touch with him ir~ediately end suggest 
three t hi rty . 

But you t old me he i s going at eleven thirty to you. 

That ' s r i ght. 

Well I' ve got t hi e t wo o'clock tax appoi ntment with 
the President, so - -
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W: 

HJ.!Jr: 

VI : 

Hl.!Jr: 

W: 

HJ.!J r: 

W: 

Hl!Jr: 

W: 

Hl.!Jr: 

W: 

- :5 -

Yes. 

So I'd make it earlier, but I 'm gathering the 
Pr esident will be a little late, and --

243 

You wouldn't make it -- you wouldn't be able to make 
it after he leaves me here? 

I can see him befor e he comes t here, if t hat was 
possible. 

Well, I think that would be much better. 

I can see him a t el even. I only want fifteen minut es. 

Yes indeed . I ' ll get i n t ouch with him iEmediately 
and I' ll ca ll you ba ck. 

Right. 

All right. 

Thank you. 

Thank you, Henry. 
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1Laroh 9 , 19.,9 . 
9: ~9 a.m. 

HJ!Jr : · Hello . 

Operator: Go ahead . 

HIJ.Jr : 
Sumner 
Welles: 

HJ.!Jr: 

W: 

Hl..!Jr: 

W: 

HI!Jr: 

W: 

HI.!Jr: 

IV : 

W: 

H!.!Jr: 

W: 

HIJJr: 

W: 

Hello . 

He llo , Henry . Sorry to bother you again. 

That ' s all right. 

Aranha said he'd be delighted to stop to see you at 
eleven o'clock. 

Fi ne. 

So as to talk with you before he comes over here. 

Fine. 

I suppose there's no chance or persuading you to oome 
over here tor t he final wind-up, is there -- with him? 

Yes , -- I mean , at the tlnal wind-up. 

Ye~>h. I mean J uet the exoh.ange ot l ett ers and hand­
shaking tor a f ew minut es . I t hink it would please 
him it you could. 

I'd love it. 

Well, that's grand. Why don ' t you come right over wi th 
h im atter you get through talking with him and we'll 
be ready here. 

Fine, I'd love it. 

All right. Thank you. I t would help a lot 1! you do. 

R1ghto. 

Good bye. 
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HMJ'r: 

Operator: 

!llJJr: 
Henry A. 
Wallace: 

HltTr: 

W: 

HJ!.Jr: 

!:!UJr: 

W: 

Hl!Jr: 

W: 

Hl~Jr: 

W: 

Hl!Jr: 

1'1 : 

HlJJr: 

H!.!Jr: 

W: 

Hello . 

Secretary Wallace . Go ahead. 

Hello. 

!.larch 9 , 19:59 • 
10:13 a.m. 

Henry, I was Just talking with Senator Ellender. 

Yeah. 

245 

I bad occasion to call him about another thing and 
he was at this conference yesterday morning. 

Yes. 

I asked him what he thought this -- how be Judged the 
senti ment agong the various people at the conference. 

Yeah. 

There were the •key• people on both the House and 
Senate eide, and I presented the same material then, 
although in much greater detail than at yesterday 
af ternoon. 

Yeah. 

And he eaid that it could be swung either for plan 
number one or plan number three. 

Three is the &xport plan. 

That's either the Smith plan or the Export plan, 
eccord1ng to the leadership the Adm1nietrat1on gave. 

Yeah. 

And he t hought if there wa s any tip-orr as t o the 
attitude or the Admini strAtion at t he present time , 
that it would ewing it. 

Yeah. 
He says they're having a meeting on 1t this morning 
and will be having further meetings. 

Yeah. 

And I'm 1ncl1ned to think --
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HUJr: 

W: 

HIIJr: 

W: 

!H!Jr: 

W: 

'!I.!Jr: 

'II: 

HlJJr: 

w: 

W: 

'll:Jr : 

IV : 

RW'r: 

- 2 -

Yeah. 

In view of what he says -­

Yeah. 

246 

That provided you ' re convinced as t o where the Pres i­
dent stands, that it would serve very much t o clear 
the matter, if you would give the lead that you 
indicated ea rlier this morning. 

Wel l I'm not convinced a hundred percent, but cer­
tainly from the talk I bad with him Uonday and the 
way he talked yesterday, I I would say that he 
favors selling this cotton at a orice in the world 
market. • 

If the choice is merely between one and t hree , I'm 
convinced from -- I stopped jus t a moment at the 
close t here - - I'm convinced be's agains t one because 
of --

Definitely! 

Because of the danger of the pyramiding -- pyramiding 
coste . 

That ' s right. 

So I would oay --I don't-- he di dn't g1ve any very 
grea t consideration t o two. Ellender assures me that 
because of the cotton mill oppos1t1~n that two bas no 
chance a t the present time. 

\7ell Henry , purely on my own, I'm w1ll1ng t o indi cate 
where I stand. 

well if you 're ~illing - - if you're willing t o do it--

Yeah. 

If you're willing t? do it at the present time it would 
be Ellender's jud.gment, and I'm 1ncl1ned t o think be's 
accurate -- well, I didn't mention to h1m about you at 
all, of course - - I was juet asking h1m -- well , he 
volunteered that 1f the Adm1n1stration gave him a 
positive l ead, either with r espect to one or with 
r espect to three, that it would be determining. 

'.), K. Well, --
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VI : 

'iUJr: 

. , . 
'" 
Hli!Jr: 

w: 
:rur: 

W: 

HIAJ'r: 

W: 

l!I.!Jr : 

1\1; 

Hl!Jr: 

W: 

Hl..lJr: 

247 
- 3 -

So i t you -- I don ' t know how our ot her triende wil l 
reel, but it you reel -- ae tar ae I ' m concerned it 
you want t o go ahead and give that lead now I ' m' 
inclined t o think it will help. ' 

Well l i sten, what I want to do is this -- ! mean, the 
ne~t tew months, it we could get the eouth -- it they 
knew where they were headed and what the price ot 
cotton wee going t o be, end the future tor cotton 
certainly t hey can settle down and go to work. ' 

Yeah, that ' s right . 

And it 1 e an enormous percentage or our population, and 
it I oan help you in bringing t hat about, I want to 
do it, see? 

Yeah. 

Now, I 've Just been talking with Bell and as t ar as 
the Treasury is concerned in your Or ange and Blue 
?len -- mechanics and everything else, we'll be - ­
be r eady, 

Fine. 

But, Bell thinks that it's very important that this 
thing be brought t o the attention of the Comptroller 
General, betore you s t art , because otherwise he ' s 
very t earful that tor one reason or another the 
Comptroller may, after you ' ve started, kill thie plan, 
and I don ' t want i t k illed . 

I ' m wondering, Henry , you know-- you may rem~mber 
eome conversations we've had about a certain gentle­
man trom ~lew Hampshire 

No, not with me. 

I mean that's been brought up on certain -- certain 
meetings . 

Oh, yes. 

I ' m wondering, in view or that, if the concern -- you 
know this - - this present gentleman i s -- is eometimee 
politically minded. 

Yeah. Well, let me t ell you--
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Hl.lJr: 

W: 

HlilJr:· 

W: 

H!.!Jr : 

W: 

HIJJr: 

W: 

HUJ'r: 

W: 

HUJr: 

W· 

HL!Jr: 

W: 
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- 4 -

I~ seems ~o me t hat there ie a -- that means of ccuree 
tha t if we do that - - I tell you, we've got ~- we ' ve ' 
got here -- we have a favorable opinion from our own 
solicitor, and in view ot the prospects for the future 
-- in v1ew of the tact that we do have a - - a cl~~ranoe 
here from our own solicitor, I wonder if we aren't sate 
in go1.ng ahead? 

Well , ae I get it from Bell , he'e atra1d that our 
boys w1ll be holding the bag. It's -- our disbursing 
off1oes. 

Oh ~ 

Now, I want to tel l you. I'm so 
this plan I'll do something I ' ve 
in my l1fe. I 'll go over to eee 
General myself wlth your people. 
that. 

much interested in 
only jane once before 
the Acting Comptroller 

To speed 1t along? 

Wha t' s that? 

I ' m will ing t~ do 

Would tha t enable us to get t he green light by early 
next week? 

\. 

Well, I - - I'm wil l ing t o make an appointment t o aee 
him at once and ask h i m - - t ell h1m I think it you and 
I and our two lawYers went over and called on him with 
ur. Bell tha t 1t would i mpress blm Md at least " e ' d 
know where we are and we ' d aek him for an opinion by 
not later than Uonday. 

All right s ir, will you do tha t ? 

Well, I think it's your 

All right. 

Task and I 'm-- if you "ant t o ask him it he 'd eee us 
at eieven tomorrow morning - - hello? 

All r1gbt . 

And I'll have Ed Foley get in t ouch with your aol1c1tor 
so he can be brought up t o date. 

F1ne. 
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But I think it you and I marched over there and Bell 
goes with us, and call on this fellow and say this 1s 
a matter -- impress upon him the - - the great needs 
in what you want to do, and say, • can we have an 
answer Uonday? 1 you --

Above everything, the support ot the trade. 

Pardon? 

And i ndicate to him the great support ot t he trade. 

Then you' ll know where you ' re at. I-- I-- and 
inasmuch as our boys-- I think it's handled thru our 
disbursing ottioee, I t hink we ought to have it. 

All right. We' ll do it. 

And it you want t o make i t at eleven, I ' ll march over 
there with you. 

Well, much obliged. 

0 . K. 

All right. 

Good bye. 
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Go ahead . 

Hello. 

Th1B 18 Emmerich. 

How are you? 

Very good, sir. 

!larch 9, 19~9. 
12:59 p.m. 
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I wondered if you could t ell me what you are going 
to do with me when I get out there now. 

You didn ' t get my letter then. 

No • 

Well , I' ve planned t o call t or you a t the Englewood 
Station Saturday morning. 

Yeah. 

And I ' d l ike you t o come overt' our building Satur­
day morning. 

Right . 

And President Hutchins would l i ke t o t ake lunch with 
you. 

Yes. 

At noon. Tha t's -- he wae t ied up for the r es t or 
t he weekend. 

I see. 

But he'd like very =uch t o eee you then, and they Juet 
- - t.hree or t our ot ue ere going with him. 

Good. 
Then Saturday evening t.he boys in the building here 
would l tke to have dinner with you. 

I see . 
The heeds of our various organizations will have you 
ask questi ons -- what e't'Br you • re interested in. 
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Well , t hey oan ask a e a f "· 
How? 

They can a sk ae a few . 

All r1gbt. I f you ' re w1ll1ng, they ' ll do it . 

When do I aee Jake? 

Jake wants you a t noon on Sunday for d inner. 
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Oh ! Well, I haven ' t communicated with him, will you? 

I ' ve done eo. 

Well, will you tell h!s t hat you spoke to me and it's 
fine. 

That suite you . 

Yes, Sunday for lunch? 

Yea. 

At- at Jake ' s. 

At h1a house. 

That's fine. 

And he was aeklng me if ~e should invit e anybody else, 
and I said I thought you Yanted it very quiet. 

I 'll l eave that to him. I f he thinks ther e are aome 
people he 'd like t o have me meet, t h.e.t 'e O.K. 

I see. Well , I ' ll get that ~ord to him. 

Tell him either way I ' d be deltgbted - - Just to have 
lunch -- for me, or, 1f he t hinks it ...auld be good 
tor me to meet some people he has in aind, I'd b e 
glad to do it that yay . 

Well, I'll be gl ad to do tha t . I t hought probab\7 
you preferred quiet because t here's some -- well, 
there' s Walter Lippman out here lecturing, and he 's 
our Journalist . 

That ' s all right . 
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And there ' s ?resident Benee 

Oh, I ' d love - - I ' d love t o meet ?resident Benes. 

You would. 

Oh, I ' d love 1t. 

I can arrange that, I 'm quite sure. 

I mean, do you think you c~uld do it a t Viner' s, or - ­

I don't know. I ' d have to find out t hrough t he 
President's offi ce. 

Well , I'd love to meet Benes when I'm out there. 

Well , I ' m glad t o know t o that and I 'll try and 
arrange 1t. 

No , I don't -- you don ' t have t o keep it so eeoret . 
There's-- ett~r all -- and if Jack Viner-- do you 
think I ought to call him d 1rect7 Supposing I call 
him lat er on. 

Yes . 

And I'll talk to hlm direct. 

All right, or I can phone him -- get word to him to 
call you. 

Well , I can call him j ust as ecsy. 

Yeah, he's a little hard to get on the phone . 

Well, I have no trouble . 

0 . K. 

And --
Well, 1s there anything else we could fix up t or you7 

No and there ' s -- I'm not going to tell the paper s , 
but I - - but I - - it ' s no calamitY i f anybody knows 
I 'm out there. 

well, that's - - glad t o know that. 

Right! That sounds- - I ' d love t o meet Benes though. 
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All rt.pt. I t.hlnlt we oan &J'I'&II6e it . I 1 U set 1Jl 
touoh w1t.h the Prea14ent 'a ottloe and aarbe ha oan 
ooae t o our lUDoh. 

That would be grand. 

All right, Kr. Saoretar,r. 

'l'hanlr. you. 

Loolt1ng forward to eeelng you. 

Good bye. 

Bye, bye. 

• 
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HUJr : 

Hello. 

Secretary Wallace. Go ahead. 

Hello. 

Hello, Henry? 

Yeah. 

l.tarch 9, 19~9. 
4:15 p.m. 

t hey r eoorted 
I euppoee you noticed/out . the Smith Bill. 

No , I've been at the White Houee all afternoon. 

Were you t here when I was talking with the boee? 

Yeah. 
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You were there, huh? Do you understand -- I can 't 
figure t or the lite ot me how you could possi bly work 
whAt he ' e got in mind. 

Well, I haven't had time to l ook at it , Henry. 
came back after two boure at the White ~ouse. 
all in . 

Well , you heard the Presi den t telLing at his end ot 
the line to me, or d i d you? 

No . 

Ob, you didn't bear tha t. 

No, we went in there a t two t en . 

Yeah well, you didn' t bear the President talking t o me 
then? 

No, I waen ' t in the r oom. 

Oh , ! see. lfell , I gueee you guessed wrong about 
what his elant reallY was. P.e's r ea l ly interested 
in t hie proposal ot our taking over the cotton when 
the not e -- when thP loans become due. 

I eee . 

Taking over eeven million balee. 

Uh-huh. 
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He'e really interested in--

Hello. 

Yeah. 

::e is interested? 
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He r eally ie interested l n that. Re turned th•~ba 

down on the export debenture because Cordell had 
kicked. 

I eee. 

~e turned thumbs down on t he certificate olan. I -­
tell h im -- t hat -- for the life or me I can 't under­
stand bow, under his plan, he 1s go1~ to get - - I 
called hie attention t o t he f eet t~t in the Agri ­
cultural AdJustment Act ' f 1~38, there ' s th1~ section 
381 ~hloh pr ovl d ee t ha t -- that not core than three 
hundred t housand bales can be eold 1n any one aonth 
a nd not more than a mllllon an~ s half bales ln & 
year , and t hat lt will be necessary to get s -- that 
beginni ng next July 31st. Theref ore 1t' e necessary 
to get an amendment to t he Act, and tell hlm t hat I 
t hink tha t Smith will tle any amendment or t hat sort 
t nto bow knots and won ' t let us -- won't l et Uf do 
i t unless he --

l'lell, Henry --

Unless -- unless we have a very -- unlees • e have a 
plan wor ked out t ha t -- r•c)QOend 1teelf t o the 
gentleman. 

Wn1oh one do yoa t hi nk t ha t t he ?re sident 1e r or. 

He ' s not r or any ~ne or t he t hree . ~e turns them al l 
c.o .. n. 

Well , t hat ' s nice. 

And he comes out ~1th t b ie buelnees or our taking told 
or Commodi t Y credit - - o~ eeven a1111on baler or t he 
Commodity Credit l oan stociu and the gove!"[[l:2ent ~o ing 
the marketing. Well, then I ' d say •.·o, the goverru:tent 
musn't do the marketi ng. • Well, t he government should 
do some of the market i ng, and • e'll work the reet 
through Will Clayt on and ~cFadden , an1 so on. 
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Well, now listen, old man, I c&n get about halt of 
what you aay: I've never been so tired in~ lite. 

No. 

I ' ve had two hours with Harrison and the President. 
I'm completely shot. 

Yeah, 

I ' d love to eee you and talk to you about,it, because 
I ' m vital\y interested and I 'd like t o be helpful, 
bu~ Just a t the moment -- hello --

Yeah. 

I'm all in. 

I can understand that. 

And -- let me get 1n touch with you tomorrow ~hen I'm 
-- when I'm fresh. 

Yes. Whet I thought was, if you could give me your 
offhand reaction -- to -- if you could any possible 
workable way or us i ng the Pr~sident's suggestion. 

W~ll, I c'uldn't give anybody any suggestions tor any­
th1.ng right now. 

Yeah. 

Ar~ we going to the Comptroller tomorrow? 

Well I haven 't heard on that yet. I expect 

Well, you 1st me know, won't you? 

Just a moment. I may hsve the ans~er now. 

(Pause) 

It's set tor eleven o'clock. 

well supposing -- we'll have a chance to talk. 
you pick me up and we' ll go over together? 

Yes I ' ll at op ar ound an~ p1ok you up and then 
talk tor tive or ten minutes on our way over. 

Would 

we can 
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0. K. 

I 'll be there at your orr1ee at a quarter or eleven. 

Swell ! Thank you. 

Fine . Good bye. 
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Ur. Gaston 
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March 9, 1939 
9: JO A. M. 

(Secretary's Office) 

I had an offer !rom t he Sat urday Evening Post 
to publish an article on "How I Bal anced The 
Budget in The Last Four Years • by Dani el li. Bell. 

That ought to be simple ; would take only a couple 
of paragr aphs . 
The title should be, "I am For t he Swedish Bude;ot", 
by Daniel 1·1. Bell. 

A.nd I will write t he second story : •I am For The 
Swedi sh Massage • . 

I suggest you wait until after the 15th or Aoril 
so we can put •x• before it. 

All right, Gaston . Gnston called up last night 
and I said, • Good morning , I am glad to meet you 
today" . 
I don ' t beli eve I have anything t hi s morning. 

\'/hat happened to that little note of t he President ' s? 

Mack has it . 
I had one ohotostat made . I got another note on 
this business ot the Florida politics and I want 

f 
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to recreat e this political committee which you 
Guy, Herbert and Mack sat on. I just haven't ~t 
the time to take the hours necessary - . Did you 
talk to Pepper yesterday? 

Yes, but not about that. 

Well, they will give you a copy or this thing. we 
only have one copy and you fellows will have to do 
the legislative work. I told -

Jim Farley. 

- whatever the decision, good or bad, I will have 
to take it . I want to say this, after having seen 
the play the other night, it is •stinking•. 

And this is more eo. 

Trying to do anything down there, but if we get 
the order - well, I can only fight on eo many 
fronts at one time. 

Well, I think t he Senatore are divided. 

If we can keep t hem divided. 

I think ·we can do t hat . 

I mean down there in Flor i da . These pecole t hat 
call themselves "liberals" and t hen kick out a 
fellow who for f ive years has served hie Govern­
ment well - just kick t he fellol·t out, I think it 
is t errible. 

Awful . I wonder what they are going to do in 
Maryland with the Collector of Customs who ~<ent 
along 1>"1 t h Davey Lewis. 

I think this business of cutting or chopping a 
fellow ' s head off just because a new senator 
comes in, a fellow who has served Roosevel t for 
five years loyally, I think i s terrible. 

The Collector of Cust oms i n Maryland is one or 
the beet men in the service. 

It i s the same group r ecommending this sort of thing 
who tried to torpedo ths Treasury on its recovery 

program. 
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O.K. I have j ust been going along the lines of 
least r esistance, letting it sleep , but I know 
1~e have the t~1o Sena t ors from Florida divid ed. 

Th e President sooke to me - I ~~11 make a record 
o f it eo they can't say - ( teleohoning ) !~r. Kannee . 
lielles? Hello . That is all ri i;.l}t . Fine. Fine. 
Yes . I mean pt t h e final wi nd-uo . I would love 
it. Fine. I would love it. !Ugnto (end 
telephone conversation ). Invited me to come ove r 
11ith Aranha for t he final 11ind-up - hand shaking 
and eo forth and so on. I wonder ed if they ttere 
goin~ to do t hat . 

\'/hen shall I tell t hat mron to come in? 

Just tell him I a:n e;oinc; to the Stat e Depart:~ent 

and I don 't want to make an~ other aoooin tmente 
tor to::1o r rov. (':'elephoni ng) Hello . :.!r. Kannee? 
I have a memo randum from t h e Pre~ident in r egard 
to Florida oolitics, and on the memorandum the 
P r esident says: "Sneak to me•. See? Hello . 
This is a formal notice t o l·!r . Kannee, Acting 
Secretary of t h e President, that I am ready t o be 
spolten to a t t he President ' s pleasure. I t can 
go over unt i l J.!omie.y a month from no~' as far as 
I am concerned. I am juet formally telling you 
I am ready to be snoken to , eo if you make it 
next Christmas 1t i s all ri t;nt 1t1 t h oe . (End 
telepiwne converspt1on) . He said •could it go 
over unt11 l·londay a wee!t? • I si!J.d !t could 60 
over ll montil froo Honclny . · 

A yenr f roM ThurAdAy. 

so you f ellows know I have asked the '.\'ltite House 
and we are await in~ t l:e word . An;:'ltay, you felloHs , 
there you are . And I will tllke t nat over J.!oncsy 
ll t lunch - t h e rore l g n si t uat i on. 

I wi ll get n c09Y of 1t too . 

Yea. 

Yes . Anythinb else, Herbert? 

On s t on: No . 
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For the record. Bill Douglas aaya 
the Barkley bill ia lOO per cent. 
Thinks 1t is all right. 

Good. 
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the letter on 
No auggeatlona. 

I have here t he t ranscri pt 
Manufacturers Association. 
to send it to t hem? 

of the meeting v1th the 
It ia sti ll all right 

Yea . (Exhi biti ng newspaper reproduction of 
photograph) For the record: I say I vote for 
Herbert Gaston a s the moat good looking man of 
the three . Pass it around. (Laughter) 

Gosh, oh gosh. I hope there will be some editing 
done on t hat picture. 

I think it is marvelous. I think when Johnnie 
Hanes sees 1t - at l east Herbert looks refined. 

That is all I have. 

Can't tell who is telling the story. 

Mrs . Morgenthau says I look •tearful". George, 
why the hell don't you do something on commodities? 
What are you doing back there all t he t ime, 
anyway? 

Working on a tev other things . (Handing documents 
to t he Secretary) They are going up~ The 
sit uation looks pretty good. You undoubtedly 
have noticed that the Times Index 

About a point? 

A poi nt and rour t enths advance on car loadlnga. 
It is difficult to tell, as far as t he Tlmea Index 
i a concerned, about the oar loadi ngs because the 
break down between mi scellaneous and all others -

You better suppress this chart, this ls terrible. 
Dan, i f you are still i nt erested -

(Commenting on newspaper picture). Looks l i ke some 
banks ought t o worry about t hat. 

Well, t h is is t erri ble, Dan. 
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They will balance the Budget. 

Expenditures going up and the business index 
going down. 
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Income i s above expectat i ons and the out-go i s 
below expectations. What a r e we goi ng to do 
about 1t? 

There was a suggestion in one of t he morning papers 
this morning. It said it was suggested by a 
certain group in the Government t hat we should 
abandon taxes on some of t he lo1~er i ncome groups 
or reduce t hem, and also in t he hi gh income group . 
So I t hi nk t he logic of that i s we just stop 
having any taxes at all, and then we would mp~e 
a real contribution. 

The only trouble i s it creates a bed precedent. 

You notice on the second pnge , !·!r . Secretn::-y , t he 
oublic works. It just seems imooesibl e for t hem 
to real l y spend that money. 

Are you sitting i n on the 150 mi lli on? 

No . 

Any thine; else, George? 

No, I have nothing else. 

There i s a letter from Connery of t-lassnchusetts 
on its ~lay a round t he State Department. Carr 
told Connery t~~t they coul dn't do anything unless 
1~e changed t he regul ations and invoke counter­
vailing duties under Section 303. 

Di d he say that? 

Yes, sai d it was up to us. 

Marvelous . 

A copy of t hat l etter is i n Connery's -

Quoted it in t he l etter. 
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That is better than the Seller letter. 

Did you read it' 
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I will tell you what I would l1k~ to do: Right 
after the meeting, at ten o'clock tomorrow, if 
you fellows will have ready tor me a little do~ier 
to take over to the Cabinet on this thing, because 
Welles says he is going to bring it up, and if I 
start the thing off by saying, •Mr. President , 
I want you to know t he State Department says 
the next move is up t o us. We have been wanting to 
move tor tour months, and if t hat is the que stion 
I am sure Hr. Welles will have no objection to raising 
the embargo• , but I want something to read. 

That is a good pusher, that letter of Sayre's that 
Connery quotes. 

Carr, wasn't it7 

Carr is in Czechoslovakia. 

Carr hasn't been here t or years. That is Sayre. 
I thought it was when I sent it in. And they juot 
put it right straight back on the Treasury. 

I am going to bring it up in Cabinet because 
Welles said he was going to bring it up, eo if you 
fel l ows will have that ready at ten we v1ll go 
to town on it . 

O. K. 

What I will tell the President- let's see it I 
have the procedure straight. I might ae well l earn 
my lesson now. If we invoke this Treasury thing, 
it will take 30 days to go into effect and 30 dayo 
after it goes into effect, the i mporter will have 
to rove that he didn't uee t he cotton or the 
cop~er or the oil, tor which he received something 
like 25 ner cent premi um in Germany, that he 
didn' t use that as a method to buy merchandie~ 

d ell it in the United States a 
in Germany ant s d that be d1dn o t use this cotton 
~=~~do~~ !0!et~ of receiving trom GermanY a 
"bonua• _ is that what you call it? 

Bounty. 
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Bounty. To dump t he goods in here below coet. 
Then I shall tel l t he President that each case 
stands on its own merits and the man can go to 
the Court ot Claims -

And say he didn't acquire the German goods t hrough 
this system. 

But each case will be tried · individually. 

That is right. And that is why '"e cannot be 100 
per cent sure t hat, in the particular case coming un, 
we are goi ng t o be successful in cour t. 

Custom 's court? 

It is not necessary t o sell t he goods here at prices 
below -

But each man has a chance t o go t o Custom's court? 

That is right . 

Court ot Customs Appealo . 

I said 11Court ot Claims• originally. I was wrong 
about that . You sse, Her bert , ho>~ careful you 
have to be . You say a thing and I stick to i t 
tor the res t ot my life. 

Vpry consistent. 

Absolutely. Tha t shows how careful you have to be. 
so you will have readY - I think I have learned 
my lesson. 

Yes, you have got t hat much of i t. 

• v have got that• (Laughter) 
He says, ~e s, you · 

You ~fell , I meant how much more do you want? 
really don't need a memorandum. 

Listen, I am coming ~P tor eir after three weeks -

all right. 
On that same t hing: we have a telegram t00romttht~ i t which assumes we are a u 
Boycott Comm t ee, t with Germany tor barter 
enter into some arrancemen 
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trade. Th.ey have got the thing all tv1eted, but 
anyway there is a telegram on i t. 

Get your court straight tomorrow. 

Ye a. 

We checked with Milo Perki ns on that subsi dy tor 
Belgium l i nen and there is nothing to i t. 

0. K. 

How di d we do it the other day. I signed it and 
who handed it to ·Maok. (Letter signed and handed 
to Mr. McReynolds). They are not ae sca.red or 
you, Mack, as t hey were before when you were 
associated with t he Justices. They are not quite 
as soared or you any more. 

I haven't caught them by-passing me yet, though. 

We have got that memorandum on the obligations 
that can be i ssued outside or the debt l i mit, 
but until Dan gives ue the figures on t his it 
won ' t mean much. 

Give it to Dan. 
I have already gi ven it to him. This i s t he 
original and I don ' t see any reason to give itto 
you until you get t he figures. 

What have you got? (Addressing l~r. Lochhead) 

France continued to gain gold at a f airly 
reasonable rate, taking tive or s~ million 
dollars every other day. They are buyi ng dollars 
and aski ng ue to convert t he dollars into gold. 

Where does it go? 

Ear-marked in the Federal Reserve Bank. 

Increasing? 

Yes. • 

The last time had about 125 milli on? 
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It is over 160 million , 160 t o 170 millions nov. 
They are gaining and t hat i s at t he exoenee ot 
Belgium. They are under consi derable pressure. 
We have had t o take eo~a shipments trom Belgiuc 
and Holland has hRd to ta.ke gold, which in turn 
comes to us . It results, it seems, in gai ns on 
this side. 

We will get Herbert Hoover t o go back and help 
Belgium. 

~/ell, they may need some help before t hey 1'inieh. 

You fellows are too young to even remember that. 

Your stock market yesterday vas not run by the 
farmers, as you will not i ce . That is all. 

'ile ought to send Schmidt down to Paraguay; ve 
have been holding that up a long time. 

I am not going to send good men down t here. Can't 
you get one of those 56 econoni sts . 

As a matter of fact , one of t hem 11as suggested. 

I can get you one. 

(Laughing) Pass that one around. (A oress photo) 

That i s t he one he wants you t o autograph? 

I think eo . 
It won't be t or l ong; it will only be t or several 
months . 

No, get some tellow. 

Some punk . 

man Coming i n that we could send we have another 
down very well. 

Schmi dt is too good . 

1 
d wn He is one of the other 

lie can. s end Spei~e d t~ l~arn Soani sh, and he i o 
~i~ ~~~1~~~da:0

8go down and look the ground over, 
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and if we keep in oloee touch with him eo he 
doe en 1 t aalte an:y recomnendetions he will be all 
right. ¥111 it be all right to send him down? 

Yee. I don 1 t know him. 

Spe1gel ie one of t he two boys - he is very able. 
He had a year at Harvard at the new school and 
h e is due back very soon. Is that all right with 
you? 

Yes. 

It will be good experience tor hi~. 

The tax department bad hoped to get him but he 
reall:y belongs to ue. I said they could have him 
if we didn't want him. 

0. K. Johnnie photographs well these deys. 
(Looking at photograph) . 

I think you really should wait until Johnnie is 
here to show that eo he could make some defense. 

Well, we will give him a chance. 

I have one of Johnnie that was taken out in 
Indianapolis t hat was almost as good as that; 
he didn't have hie eyes open there either. 

You get t hese, don' t :you? (Exhibiting papers) 

Yea. 

Anything else, Harry? 

That is all. 

Are you all right today • Harry? 
Y I haven't heard anybod:y else around here eay 
~&thing about it, but there are three people in 
th~ division who reported they haidthoee~ge~~ it 

d h YesterdaY afternoon. hea ac es bo t the ventilation eyetem. 
might be something a u t 11ke that? 
AnybOdY else get any repor s 
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Where were you all Wednesday night? Anybody else in 
the room have a headache? Harry says three ot 
them had, yesterday, and he wants to know it it 
was due to the ventilating system. 

Did he say •ventilation" or "irrigation•? 

We will have to investigate t hat . 

Eddie Fussell who used to be here with Herbert 
Gaston, did somethipg tor us out in Seattle. 
(1-!r . Hanes enters room) 

Johnn1e, we have bee~ laughing at your expense an1 
I am terribly sorry. Come Mere old man, you have 
got to take Exhlbit One (referr ing to photograph). 

They have both been all the way around t he room. 

And here is Exhibit Two. Steve Gibbons says, 
"Don't show that to any banker , it will scare him• . 

Thls is a fine one, isn't it? 

Looks like Indianapolis, Johnnie. 

I don't want them. 

I don't think I do either. 

I th1nk the crowd 1s in a raucus mood this 
morning. It will t ake a couple of minutes to 
catch uo. The last remar k was that H~rry White, 
in all seriousness, said, •You know tnree cen 

0 
m division bad a terrible headache; I think 

~her! is something the matter 11ith t he ventilation 

system• . 

Did you try Opening the windows, Harry? 

It i s again Mack's rules. 

h t r that was built up where 
You remember the t ea e sed to be. Two 
the old Century the~t~~ew:!t~u~~0the other: "The 
women coming out anible 1 And the ot her one ea1d, 
acoustics are terr • • 
•I did not smell anything • 
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I have a lot ot stori es but I cftn't ~· te 11 them now. 

Don ' t let Harry start on stories. 

I want you to know that t he Treasury employees are 

functioning. Clinics tor addicts have been 

establi shed 1n several states and have been tried 

out in several states, includi.ng New York and it 

was up to the House and it looked as thouSn it 

was going to go through. Senator Sohwellenbach 

said he thought it would. I called Ed russell 

and he got a hold or the Bpealter and i t 1<as killed. 

I have a letter that cane yesterday tor you, 

Steve, on that. 

Did a swell job. 

Dan? 

• 

As I told you yesterday the Agricultural Department 

is rather anxious to move on this surplus coo.~dity 

program. Ve have been over it qui te a good deal. 

We think we can handle the mechanics ot 1t thrOugh 

our disbursing office, but I urged t hem yesterday 

to get the Comptroller General in on it, both trom 

a legal standpoint and accounting standpoint be­

cause I reel that they are going to Just get 

started good when the Comptroller is going to 

step i nto the picture and throw a conkey wrench 

into the machinery. They don't want to go to the 

Comptroller because of his decision in the hosiery 

mill case. They think thet decision was clearly 

politioal and t hey are afrai d it gives him an 

opportunity to render another decision. I told 

them I did not think they could stay away trom 

the Comptroller because ot that; that they 

had to go to him eventuallY or we uoulcl and our 

disbursing officer would be holding the bag. 

~ell, Wallace call ed me thi s morning on it and 

i s calling me again now, and I said I would let 

him k.now what I am going to suggest to biJo. 

Who is his finance ottioer? 

Jump is the budget tinanoe ottioer. 
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Is he a good man? 

Verv good. I d o on this. on t know how much he has been i n 

~ould 1thbe agreeable to you if I tell him that 
ump oug t to get in touch with you and that we 

think we should clear this t hing first with the 
Com~~roller so as to get the thing going nicely 
so would not be blocked and that we will be 
glad to send somebody over from the Treasury wi th 
their people to help them. 

I believe they would have more success if they 
went to t he Comptroller and said nothing about 
t he Treasury, unless they say that the Treasury 
suggests the General Accounting Office, because 
if they go to the Comptroller and say the Treasury 
approves this, I think t he Comptroller will dis­
approve it. 

1fuat do you want me to tell lfallace? 

I think you should tell me that we teel,over here, 
i t should bo cleared through the Comptroller ' s 
offi ce before we t ake any steps. 

But as far as we are concerned -

I think we can handle t he mechanics. It is 
unusual and I am afraid of t he eventual cost . 
I don 't believe they are goi ng to get by with 
one hundred mill i on dollars under Section 32. 

\fell , Dan, may I say as to t he underlying purposes, 
there is nothing that comee out of Agriculture 
with which I am very much pleased or i nterested, 
and I am on record back in MaY or June that t hey 
should do something i n order to use our surplus 
crops to reed people who are hungry and clot he 
people who haven't enough to wear, and that all 
ot the plans which in six years have come out of 
Agriculture t his is the one plan that 1 think 
is worth backing. 

Well , I think that -
This is the one plan that has come to me. Now, 
we have aone a lot of talking here tor siX years 
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about taking oare ot the one- third and th1e 1e 
the t1rat plan thet haa come out ot Agriculture 
that interest s me. Remember he is only going t o 
start in aix cities ao you better get the ~out 
ot it tiret, but we have talked this thing now tor 
almost a year in the Treasury and this ie t he 
tiret time t hat I have ever seen anything come out 
ot it. 

I am told that the Nursing Aesociation here has 
sixty-nine nurses who go into the homes ot poor 
people who haven ' t anything to eat - Just haven't 
got anything to eat. They are people who come 
back trom emergency caee a at hospitals and they 
come back and the larder is empty; people who ar e 
beads ot tamiliee ot tour or tive people and ther e 
is no tood in t he place and here we si t around and 
talk about 15 million bales ot cotton; we talk 
about wheat eurplua and this large surplus and 
that large surplus and we have not done a thing. 

Th1e i s the tirat time t hat anybody has tried to 
approach it. Now, I want you to know how I reel 
about it. If he was doi ng it on a national basis, 
I would say •no•, but th1s 1s the first time 
that Agriculture has not sprung the thing on 
torty-eight states at one time, so I reel very 
very deeply about it and I want this to be given 
a ta1r trial. 

Well I think it has poesibil1t iee and there are 
poeelbilitiee of it being extended over the entire 
country and t hey will be torced to extend it 
beyond WPA and relief. 

I hope eo. 
I can not see why a man who 1s trying to mali ntain 

1 
y $lg a month and working n a 

a t~~n~ ~~~t~~n' should be di scriminated against 
gaeo WPA ho gets $4o a mont h or 
in tavor~i a Now m~ ~riticiem of Agriculture 
leas on • ' b it t one program tor 
is that they navealr euee~up~l:mental and on top ot . 
another. It ia waY - wer e to coat three or 
I asked them it ~hi~ !~~fon dol lars it they extend 
tour or ti ve hun re h line wouldn • t they be 
it all the waY downtt ~t tor' the Soi l Conservati on, 
willing to aubetitu e 
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and t hey said, "No, t hat has been suggested and 
went out the window.• I said, "That is the t r ouble 
with you fellows, you never thi nk of econo:n1ting 
on one side and taking up something on the other.• 

I agree with you there but I hope t hat we are i n 
a transitional period, but during that transitional 
period, Jus t like this cotton export mat ter , 
one hundred million dollars on ton o! t he five 
hundred mi llion . I am not sure enough of myself 
yet or of recovery, which I e.m not sure of at all, 
that we can at t his time suggest to Wallace t hat 
i! it takes one hundred mi llion to begin, to cut 
down on eleven or twelve million bales o! cotton, 
which are frozen, that he should take i t out o! 
the five hundred million. I am not sure enough 
of myself and in the fight that we are making 
for recovery there are so many people i n the 
Administrati on which are opposed to us, that I 
have Just got to take - I have go t to l earn how 
to walk and I think so has the country. I mean, 
as far as I am oonoerned and as far as my 01m 
responsibilities I never was sure that I e.m 
doing is right , but - and I never 1·ras more sure 
that t he people - t hat the mill i ons and mi llions 
of neople who haven 't got enough to eat and 
haven 't got a decent place to live and they 
haven't got enough clothes on their back, and 
this is the only suggestion tilat I have seen 
since I have been her e t hat aopeals to me. 

I think it is very good. 

And the thing that gets me so sore i s ~hat here 
I am t he secretary of t he Treasury, wno more or 
less' originated this i dea last surncer, and i~ 
some of t he people around who are trying to e 
us do dirty politics in Florida and that k~nddo! 
stuff 1~ould concentrate on this thing ins ea t 
of try'ing to undercut Hanes and mysel f and wha 

t in" to do I think the whole country 
1·re are ry "' • #'' 
would be a great deal be t te r O•- · 

That is right . 

But I want to ~e~e:re~~~~s~~~n~~s~e~~~~ I 
stand and bow 11 t he help he can get . I never 
lfallace needsboa back 18 80 up against the 
slit< a tel low w se 
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vall and at t he \fall sane tlme I have never heard 
the ~t=a~o~!eour house and agaln yesterday ;t 
suggested after ~~te~~~~d~~t:i}Y0;h~hPre~ident 
that the Treasury should buy all or th: ~uan~, 
o~tton and that then we should peddle it o~ ~~ 
w en and ho~1 we could. \tell, of course I think 
that was Just a sop to the State Depart~ent 
because Sayre sat there and said if ltallace did 
what he was going to do it would just wreck t he 
whole trade program and so forth and so on. 

ltallace talke.d to me again this morning Md he is 
pretty much sold on this tax board su.r plus plo,n 
and I am going to go down the line with him on 
that because, as I told the President, it ie 
costing forty or titty million dollars a year to 
carry this cotton and yet people come over ! rom 
England and go dovn on their knees saying, •won't 
you please sell us some cotton•, and it is all 
tied up in Commodity Credits on the loans. It 
is the most asinine proposal I ever saw. 

You made a statement a moment ago t hat I would 
like to remark about. You said: •I want every­
body to know holf I teel. • I think everybody 
should know how you reel about it and I don't 
think anybody does. I think it is important 
that the people know about it. lrny could not 
the question be answered at the next Press 
con terence with regard to your a ttl tude t o11ard 
the Agricultural progr am. I think i t is 
i mportant tor two reasons: It is important tor 
the program and I think 1t is important tor the 
Treasury and I think i t would Qake some of your 
other tasks easi er. 

The Secretary did speak about it at a Press 
conference some months ago when some ment ion was 
made of the plan and the Seoretery said t hat he 
was i n tavor or any plan that would i ncrease 
the food quota t o the people who needed toed. 

Then t here is no harm in repeating that. It is 
Just a thought. 

I think you are right. 

Well I have told them that we are prepared to 
move ' and we will put all our torces behind the 
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experiment to make it a success, to the extent 
t hat we participate in it, but I told them I did 
not think they wanted another hos i ery mUle 
propo 81 t ion. 

Who is carryi ng this in t ho Treasury Department? 

Well, eo rar as the mechani cal end, it is carried 
by Bartelt and myself, upstairs, and the legal 
end, I believe Bernstein is working on it . 

Who personally 1s watching all the rest ot the 
sturn 

Well, they·are doi ng the1r own contacts but nobody 
has control or the whole thing. 

It it 1e agreeable to you and Mack, I would like to 
take Harold Graves and pi n this right on to him. 

It is all right with me. 

I would like to pick up Harold Graves and just say 
that I want him to see this thing through until 
it is aocomplished. Is that all r i ght? 

All right with me. 

All right. 

Is Harold 1n town? 

Oh, yes. 

Just dumn this in Harold's lap and sny thaght I 
want him- to pick t his up and see it throu • 

I d n't want him to spend too much time away from 
0 til after t he tirst of July, becau~e 

reven~~~ i s really going, you know. You are 
~~i ot r~rgetttng it because i t is going, but 
it is pegging every day. 

Can he do this in addition? 

I think he can take this over. 

i d i ng a little. 
I gather that each person s o 
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1 don 't think it is lagging in the Treasury at 
all. They have got eo much work to do but ~ oan 
give it plenty or time. 

But it 1 want to press the button and say to 
somebody, "Who is doing this" who would I send tor? 

Well , it all depends on who you want. 1 think we 
can give you the story any time. 

I want somebody that is going to watch this and 
somebody watch that and tie the whole t hing up -
some one person. 

Well, 1 think Harold Graves can do 1t. 

Well, Harold, or course, will do it. 
that the t hing is under way and that 
forgotten. 

Let Harold do it, will you, ~~ck? 

Yea. 

lie will see 
nothing 1e 

Now, let us get 11allnoe on the telephone. 

By the way, Mr. Heath has been 1n our oft1oe 
spoken to everybody - we have talked to him. 

When does he sell - next week? 

Saturday 1s when he would like to sell. 

o. ](. 
He hae his stuff ready. 

Ten-t1tteen 
Let him sit 

tomorrow morning. (addressing Mrs. Klotz) 
in on the ten o ' clock meeting. 

He does not know much about it. 

Let him sit in on t he ten o'clock meeting tomorrow 
morning, and he can stay afterwards, you see. 

But Would be know what the boys ~e~~ ~~~~ihere 
tor. TheY might not want to go n 
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(On telephone With Mr. Henry A. Wallace) Hello. 

Henry, I wae Juet talki ng with Senat or Ellender. 

Yes? 

I had occasion t o call him about another thing and 
he was at this oonferenoe yesterday morning. 

Yes. 

I asked him what he thought t his - how he judged 
the sentiement among the various people at the 
conference. 

Yes. 

There were the 1 key• people on both the House snd 
Senate side , and I nreaented the same material 
then, although in much greater detai l than at 
yes t erday afternoon . 

Yes . 

And he said t hat it could be s1rung either fo r 
plan No . 1 or plan No. ; . 

Three i s the Export plan. 

That's either the Smith plan or the Export plan, 
accordi ng to the leadershin the Administration 
gave. 

Yes. 

And he thought 1t t here was any tip-orr aa to 
a ttitude of the Administration at the present 
that i t would swing i t. 

Yes. 
He says t hey're having a meeting on it t his 
morning and will be having further meetings. 

Yes. 

And I'm inclined to think--

Yes . 

the 
t ime, 
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In v1ew of what he says -

Yee. 

279 

That prov'ided you ' re convi nced as to where the 
President stands, that it would serve very muoh 
to clear the matter, if you would give the lead 
that you 1nd1cated earlier this morning. 

Well, I'm not convinced a hundred per cent, but 
certa1nly from the talk I had w1 th h1m Monday and 
the way he t alked yesterday, I - I would say t hat 
he favors sell ing th1e cotton at a price 1n the 
world market. 

If t he choi ce 1s merely between one and three, I' m 
conv1nced from - I stopped just a moment at t he 
close t here- I 'm convinced he 's against one 
because of -

Defin1telyl 

Because of the danger of the pyramidi ng coste. 

That 1 s r1ght. 

So I would say- I don't - he didn't give any very 
great cons1derat1on to two. E,llender assures me 
that because of the cotton mill opposition t hat 
two has no chance at the present time. 

Well Henry, purely on my own, I'm willing to 
i ndicate where I s t and. 

Well, 1f you ' re willing- i f you' re willing t o do 

Yes. 
If you're willing t o do it at the present time it 

d • J dgment and I'm incl ined to 
would be Ellen er 8 u 11 i didn't mention to 
th1nk he ' s accurate - we • I Just 
him about you at all, of co~~:~ed t~~eif the 
asking h1m - \fell, h~;o;~oeitive lead, either 
Administration gave ith respect to t hree, 
with respect to one or w 
that it would be determining. 

o. lt. Well -
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~~eir ~0~ 1ri don 't know how our other friends will 
' u you reel -as tar as I' m concerned if 

you want t o go ahead and give that lead nov, I '~ 
inclined to think i t will help. 

Well listen, what I want to do is this - I mean the 
next rev months, i t we could get t he south- i t ' they 
knew wher e they wers headsd and what the price of 
cotton was going to be, and t he ruture tor cotton, 
c ertainly t hey can settls down and go t o work. 

Yes, that ' s right. 

And it' s an enormous percentage or our population, 
and i f I can help you in bri nging t hat about, I 
want to do it, see? 

Yes . 

Now, I' ve just been t alking with Bell and as tar 
as t he Treasury is concsrned in your Orange and 
Blue plan - mechanics and everything else, we' ll 
be ready. 

Fine. 

But Bell thinks t hat i t ' s very important t hat this 
thing be brought to t he att ent i on of t he Comptroller 
General, before you start , because othenti se he 's 
very !earful t hat tor one reason or another the 
Comptroller may, at ter you' ve started, kill thi s 
plan, and I don't want it killed. 

I'm wondering , Henry, you know - you may remember 
some conversations we'vs had about a certain 
gentlemen from New Hampshire -

No, not with me. 
I mean t hat' s been brought up on certain meetings. 

Oh , yes . 

I'm wonderi ng, i n view of t hat, 
you know this present gentl eman 
politicallY mi nded. 

vell, let me tell you -Yes . " 

1f t he concern -
1s sometimes 
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It seems to me that there i s a - that means ot 
course, t~t it we do that - I tell rou, wel•e 
got - we •e got here - we haYe a favorable 
opinion trom our own solicitor, and 1n view ot 
the prospects tor t he tuture - in view ot the 
tact that we do have a clearance here f rom our 
own solicitor, I wonder it we aren ' t sate in 
goi ng ahead? 

Well, as I get it t rom Bell, he's afraid that our 
bora will be holding the bag. It ' s our disbursing 
ottices. 

Ohl 

Now, I want to tell rou. I'a ao much interested in 
th1a plan I ' ll do something I ' ve onlr done once 
before i n mr lite. I ' ll go over to see the 
Acting Comptroller General mrselt with your people. 
I'm willing to do t hat. 

To speed it along? 

What 1 s that? 

Would that enable us to get t he green light by 
earlr next week? 

Well, I'm willing to make an appointment to see 
b1m at once and ask h1m - tell h1m I th1nlt 1t 
rou and I , and our two lawyers, went over and 
called on b1m, with Mr. Bell, t hat i t would 
imprees b1m and at least we ' d knov vhere we are 
and we'd ask b1m tor an opinion by not later 
than Mond&J. 

All right, sir, will rou do that? 

~tell , I think it 1 s your -

All rig~t. 

T k and I 'm- it rou want t o ask b1m it,he'd 
.:: ~a at eleven tomorrow morni ng - hello 

All right. 
And I' l l have Ed Foler get in touch v~t~erour 
soli citor so he can be brought up to a • 
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Fi.ne. 

But I think 1t you and I marchsiover there and 
Bell goes ~11th us, and oall on thi s fellow and 
say this is a matter - i mpress uoon him the great 
needs in what you want to do, and say, •cnn we 
have an answer Monday?" you -

Above everything, t he support of the trade. 

Pardon? 

And indicate to hi.m t he great support or the trade. 

Then you'll know where you're at. And inasmuch 
as our boys - I think it 1 s handled t hrough our 
disbursing offices, I think ~<e ought to have it. 

All right. We'll do it. 

And i f' you want to make it at eleven, I'll 
march over there with you. 

Well, much obli ged. 

O.K. 

All right. 

Goodbye . 
Gi ve out t he plans and get the head lines and 
t he Comptroller turns it down. If you do it 
betorehl\lld, he hasn't got a chance. 

I can •t do anything more. 

Much more ef'f'ective t han anything else. 

We have done it once before. 

Down on Farm Credit . 

I thought i t was -
Maybe you did when I wasn't t here. 

c.K. 
(Meeting concluded) 

then 
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U: 

Hello. 

llarch 10. 111~9 
10:07 a.a. 

The Attorney General. Go ahead. 

Hello . 

Hello. 

Hello, Frank. 

Yes. 

Henry Yorgent.hau . 

Yes, Henry. 

How are you7 

Fine , thank you. 
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Frank, I t alked t.o you sometime ago about this 
Treasury decision which has been held up for four 
months. 

Yes . 

On countervailing duties 

Yes. 

coming 1n f rom Germany. 

Yes. 
And I spoke t o the Preeide~t about it e ~nth ago end 
then I t alked t o hill! about 1t again J.!ond81. 

Yes. 
And I left. a memorandum with him, and he lef t me under 
the 1mpreee1on that he wee going t o ask you for en 

opinion. 

Yes. 
I don ' t. know whether he's done i t. or not. 

Yes, be made some r eference to 1t, but ! don't think 
t.he documents be•e been referred t.o me. 
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Well then, 1t ,-ou don' t mind I think I ' ll br1na it 
up at Cabinet Ie that all ~ight1 o 

Well, I -- I think it i s. 

The documents are over in ,-our shop and have been 
there tor tour months. 

Are over where? 

In your place . 

Yes. 

I'd r ather not bring it up at Cabinet. Welles oaid 
h«; was going t o bring i t up. 

Well now, l ook here, what is it that is wanted. An 
opinion trom this ottice1 

Yes. 

Right away. 

Yes. 

Well, you can have that without bringing it up. I'll 
get right at it and see that --well, -- something 's 
done about it. 

Well, I -- very much orr the record, Homer Cumm1nge 
told me that it had been prepared conths ago. 

Uh-huh. 

And t hat it was a tavorable opinion. 

Yeah. 
But that the Stat e Department had asked to hold it up. 

Yeah. 
see? Now, I t alked to t he President and he lett me 
under the impression that he would say, •GO ahead now.• 

Uh- buh. 
And - - because I've got t hree Congressmen who have 
written m.e now, putting me on the epot and I ' ve Juet 

got to carry out the law. 
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Certainly . 

Now, i t would be enormously h 1 particular instance tor e p!ul to me, in this 
in getting out the ~lingr~~s~ns w~ich a~e obvious, 
the Attorney General's o;>inion.c~u d bac ~t it up with 

Well , P.enry, I feel happy ab,ut that. Leave it with 
me f or a day or two. 

Well, t hat - - that ' s __ 

And I ' ll get a report to you. 

r.ell, it ' ll go -- it ' ll flow fr?m you h .,
0
n •t it? to t e !'resid~nt, 

Yes. 

Right? 

Yes , but I 'll keep you advised. 

Well , I ' d appreciate it, because after all, this is 
what I told sumner We llee. I can 't be out in a 
position to consider whet her l t ' s a go·~d t i me or a 
bad ttme t o enfor ce the law . 

Yes. 

And ae tar as I ' m concerned, there ls no good time 
or bad ttme, and our j)eo;:>le &8Y the la" is being 
broken lnthJs JI'1Ub)e, l'nd I " snt t, enforce 1t, and I 
don't want t he Republicans to t orce ~Y hand and oake 
me do it. 

Yes. 

And tha t's what 1 s going to ha;lpen. 

Well , you're right about 1t. 

!l~ I -- I eay , I got t he impr essi on "hen I lett this 
memorandum -- that the ?resident would - - w~uld - ­
noP ask tor i t, and of couree -- and ! expl ained the 
situation and I got definite te~l \ng t hat -- tha t he 
we e ready to go t, t own on it. 

Regraded Unclassified



II: 

rDL.Tr: 

1.1: 

RUJr: 

II: 

Hl£Jr: 

IJ: 

286 
-. -

Well, I thlnk 1~ w1ll be unneoe••Ar7 -- I haYe no 
obJeoUon t.o 70111' 'br11161Jia it up, but. I t.h1Dk it wlll 
be WlD80e811aJ7. Jl'ro• t.hh t.el.k w1t.h 70U I CUI &et. 
1~ oleared, I th1Dk, eat.1etaot.or1lJ. 

Well, I won't. br1ng 1t. up. Now, Welles aa,. 

Yea. 

BeeT I -- I won't. br1ng 1t up, but Welles -.7 . 

All right., Henrr. 

0 . 1:. 

Good b7e. 
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Hello. 

Ur. Krock.. 

Hello. 

Yes, sir. 

Henry Uorgenthau, J r. 

Yes, sv. 
Ho,.. arc yw. 1 

I' m pretty ,.ell'. 

115.rch 10, lQ~Q . 
10:34 a.m. 
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Well, you gave me a good breakfast t~ls oorn1ng 1n 
your column . 

Well , I 'm glad ot t hat because I like 10'ha t you're 
doing. 

Johnny Hanes 1s s itting here ocross the desk and I 
t old him that he didn 't have t o do that; thot I 
could take lt, I t hink, bttt er than he can. 

Well, he ,..&s -- it wasn ' t on thet basis or his having 
to do 1t. I just thought t hat it wa s a good i dea to 
glve some clue or how scRll some th i ngs are ln 
washington. 

I agree wlth you there. They 're damn small, but I 
meant that -- oh, if t hey don 't like my blue s1gn 
I can t.Bke 1t bet ter t han Johnny can. 

Th~t•s all risht. You ' ve had a l i ttle cor e er.per \ ence 
1n tha t than he has. 

yeah , and I 'm used to them. 

Well, I -- I thought it was useful Jus t to -- se an 
illustration o f hOW thingS go , don't you know? 

Wel l , I t hink lt's very useful, and -- and well , 
ever yt hing 1n Washington - - all these things are 
are small 1n t he attitude or the people, but they 
have tremendous r epercuse1ons . 
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Yea the)' haYe. Well, I Just dld lt on that Sl'Ound 
because I wanted to help you lf I could. 

well th&t'e Yery nlce, and we 're fairly cheerful 
around here. 

That's good. I ' m glad t o hear it. 

Well, thank you a.gal .n. 

All r lght , sir. 

Good bye. 
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llan:h 10, lP~. 
4:2'1 p.a. 

Norman Davie. 

Yea. 

Oh, Hanr7, thi a ia NOraan Davia . I tell 7ou, there 
na a IIIUl 1n t o aee ae I 1 ve II:D1)nl tor aanr 7eare 
Douglae Clench, rro. ~ .. ~ork. Re ' a been u~ teetlfr-
1.ng bef or e the Coinage Coaaittee on t he extene1on ot 
the po.era or t he ?rea1d~nt t, devalue. 

Yeah. 

And he t eet1t1ed 1n f avor ot 1t. 

Yeah. 

Very etronglJ. 

Yea. 

He'a a queer eort ot a r ello• . Re ' s a greet-- greet 
student ot these probleae. F.e ' ~ dealt 1n eecur1t1es; 
he' e never been a e,reat. t1n~nc1al succee;e except he 
always keeps going, but he ' • d?nP an awful lot of 
th1nlt1ng on thJ.s , and ! think probably f rom whet be 
t old me , hie testl.li:OIIJ' waul~! be ver y hel!)ful. 

Fine. 

And he t old e~e though -- he u1d that he 'd be very 
glad indeec! to - - 1t I tl:ougi:t 1t • ould be 1<orth 
while, t o go and cal} on you. 

~ell now, I ' d love t.o eee hla, but I '• leaving i n 
three m1nutea tor Chicago. 

Well then now, t .hat 
seeing John Hanes? 
it ' e - - ae a aatter 

e;ettlel! t.b!<t. 
'!'bat ' s Just a 
or pollcy. 

I think it would be tine. 

Well, now --

'llhat about b1a 
question of whether 

Let me switch 7ou over t o J ohnQJ, Da1 !? 

That •a r ight -- 7eah. 

I t • a Just a aJ.nute and you can hear what I eey, eee1 

Regraded Unclassified



. . 

!il.!Jr: 

O;>erator: 

Hl~r: 

0 : 

HUJr : 

- 2 - 290 

Just a 11011ent. 

Operator. 

W111 you keep Mr. Norman Dev1e on the w1re whtle I 
talk to Kr. Hanes a m1nute, please? 

All r1ght . Just a moment. 

Thank you. 
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March 10, 1939 

I spent about three quarters ot an hour with 
Wallace to-day and he is with me loa,C. Wallace told me 
that Senator Gillette told him that they are wor king 
against him (Wallace) in Iowa; that Hopkins i s trying to 
establish Iowa as his home state and that they are under­
mining 1'/aJ.l ace there. Walla ce asked me did I thi.nk the 
President was doing it and I said no. I explained to him 
my philosophy and what I am trying to do on recovery. Re 
agreed with me . I said , "The so-called New Dealers, the 
Cochrans and the Cohens are fighting me and, frankly , it 
would be very helpful to me if you would say something that 
I am helping you on thi s •rood- stuffs" so that tbey do not 
think I am jus t interes ted in t axes.• Be said .be would do 
it on Monday when he addres.sed t he grocers. 

He told me that right now Hugh Johnson told him 
t hat Harry Hopkins i s do1m with Berney Baruch in North or 
South Carolina. 

He also, at my suggestion, i s going to get the 
farm leader s for lunch and let me t alk to them and tell 
thPm what I am trying to do. 
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Marcb 10, 1939 

Saw Steve Early about a quarter to f our and suggested 
to him, in connection with the President ' s letter which he 
was to send on the Bill suggesting a co.nttee to study 
economy, that when he saw the leader s Yonday morning that he 
ask, before the letter goes up, who they would put on the 
committee to assure himself he would not get the committee 
loaded w1 t h Harry Byr d and his friends. 

Early said, 11That • s a swell suggestion but can you 
tl~St the Vice-President?" I said, "I think you can. He 
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has always kept his word with you. \'/bat do you think?• He 
suid, 11\Yell I think he would keep his wor d but just now with 
the reeling between the Pr esi dent and the Vice-President, I 
don•t know how the President would feel about it". I said, 
•That ' s o.K. , but the President told Pat Harrison be would 
send 1 t un to the Hill but it would be well 1f t he President 
can s et a·list from the Vice-Presi dent and the Speaker before 
the letter goes up - otherwise the Vic~President would blame 
him i f he does not take action. 
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llarch 10, l9S9. 

7C: 
FRClJ : 

Secretary ll.or ge ntb&u /'/J/~ -...._ 
Ur.C.eton ~ 

Before t he President ' s Prous Conference th1a mrnin~ 1 delivered 

to St.Te Ear ly a cop;t of tho r roposed letter to e o to tbe Vice 1'2-eoidont 

and tl:o l>peake r . I told hiln you thought 1t i~:~porte.nt that t ile Prooidont 

ohc\l lc! :x>t be dn.'IID into any d1aouoo1on in tbe Press Conference or 81:10Unta 

tnat :l.;;ht be sa•ed, especia lly that ne should not try to .Uni:Ute t he 

rossib i lities o f oavin~;. Steve said he thought you ""re one hund red 

pe r cent r ight ...,.; aa id he ninsolf had diuuo.dod tne President fro::t caJdn• 

any OCD:18Dt at Tuesday • a oonference on tno oeon<Qy mMe. o 

~r reading tne p r oposed letter he said ho •aa afraid or What 

=l!;ht nappen it the Proaidont voluntarily put th1a P""" r in tno hands of 

Co::::; reas . lle thoul)ht G&rner might a ppoint 11arry Byrd, for instance , 

Cnainoan of tno Ca:>mlui on and the r esult :tight be a report tnat it 110uld 

ru.in tne a dmin11t ration. I replied t o that tho.t there would bo several 

restrainin.; influences . ln tne first placo I thout:ht that 1'1\t Harrison 

,..,. in a !:Ooc! 111\ere no could be 'liOn aver to o<DO do~;reo of cooperation if 

r.e thouo;ht tae administration wo.o sincere 1 n we.nting to cooperate With 

n1=1. llao I said that by putting t hh thin& in tne lap of Concreu tne 

Pro&ide nt would be challonr;1ng them to lay their tin~;ora on t.M particu­

lar it~ in the 8\ldget tnat t hey would reduce . In such a aituation 

ne~t.r.er Byrd nor anycoc!y elae could get by with &eneral denuncia tion of 

tr.e ad.:oi;li ltration•e apending policies, He would have to pick out 

opedfie it.= for reduction and if he did th•t no would he putting him­

aelt on tno spot just a& web aa tho adi:Unl1 tration. I 1nour;bt tNt.t tne 

neeeca it·.~ ror boin& specific would exe rciao a l ot of' reetra.int on mecbera: 

o!' Con;;reu who .U:;)lt be na::>ed t o the Ccc::i &&ion . Steve then aai d th•t 

no would e.dviso tno President to ate.y away froa tni s aubjeot in the Pre10 

Co:-.fe:reuce and 'IIOUld cive 1\im tho lette r to ooneidor. llo felt ouno tne 

Preside nt would want to t hink out a ll anglea of it and wouldn't want to 

act hastily, 

I added tno.t if the President ahould decide not to use tho letter 

ne ::dght a t any rate taJce eooo o ocnsion i n )l(ljll Pros& Conference to c a ll 

a~tention to tne f a ct that tho p....,r of the puree is and always bt.e been 

1n tho band• of Con~reas and t ha t he apecitically au;;ge sted to Coogreu 

1m two annua l oeaoa~•• tiUlt they ~ reate oomo pl01tnin& autbcrity with 

reo peat t o reooYery apendin& and tnat of oourso he waa alway a Wi l linc to 

accept their help and euggoetiona • 

.lt tUa p reu ccnference the Proddont e.voided any definite cocr.ont 

em e eonccy or "appeaaeaumt . " 
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lletoro the Prea ident' 1 Prua Conte renoe t hla mrning 1 de ll <rend 

to s te .... Barly a oopy ot the pr opoaed le tter to eo to the noe Preai dent 

and the Speaker . I to lei hla you thought it iaportant thet the Prealdent 

ahoul d not ba <Ira.., i .nto any dhouaalon l n t he Preu Conterenoe ot • ount a 

that &:Ugbt be aand. e apeoially that he abould not try to aln1al&e t he 

pou ibilitiee ot aaTin&• St..... eald be thouGht you •re <1>8 huodred 

per cent riGht aDd aa1d II& .hlJua l t had d i u uaded the Preaidont t ree Mking 

any oo.oent lit fue.day' a oonte renoe CD the e ocmoa,y aoTe • 

.a..t'ter reading the p r0J108ed letter be oald be wu atrald ot what 

ait;ht happen i t the Preoi clao:lt Yoluntarlly put thio pCIIIItr in the banda ot 

Congren . Hot thou&}lt Clarner aig)lt appoint ll&rry Byrd. tor lnot anoe . 

Chaln:aan ot tbe C-.1.111 CD and the r eoult a1£1>t be a report that 1 t 11Dill.cl 

rui n tlla adaini at rat l on. I r eplied to that t hat tl\ore would be ooYeral 

ru t ra lnl ng intluenoea. In t lla tint p laoe I thought that Pat llarr ioon 

n a in a aoocl 11bore be OOilld be 11Dn ewer to acae dosreo ot oooperati011 1t 

he thouGht t he adainiat ratiOD waa ainoere in wantins to oooparato With 

hla. .llao I a ald that by P'ltting t b h thing 1n the l ap ot CIJIII:rooa the 

Preoident wou l d be oh&llenpnc ~ to l ey t heir tlnpra on the pa.rtl.,.,.. 

lar ltema in tbe Blldget that they would reduce . In ouoh a litllation 

neither Byrd nor anybody aloe oould ge t by wi th r;enoral clonunoiatla~~ ot 

tbe odmlni.trat i cm'a apendlng poUoiu . Be would have to pl olr: out 

apeoltlo 1 tea. t or rocluotion and lt he did thlt be would be puttlnr; ~ 

.. lr on tl\e a pot juat a a .. ob u the aclainlat retlon. I t>ought thlt t he 

no oeoai ty tor belnt; apeoi tio 110uld e xoroi " a lot ot reat reint oo -bera 

or Congroea 'lfho ail)bt be naaed to the C.-l aaion. StaTe then eaicl that 

he would ac!Tiae tbl Preaiclent to atey - y trca thla aubjeot in t he Proaa 

Conteronoe and 110uld t;iYD hla the letter to con aidor. Hot tolt ouro t bl 

Proalclent would want t o t hink out all anglu ot it 1U1c1 WDul cln' t -...t to 

aot h&at i l)'. 

1 adde4 tbat it tho P,..aiclent abould deoi cle not to uee tbe l etter 

he a1c;bt a t any rate taJoe • .,.. o - aion i n t he Preu Cantero,... to call 

attention to t lla r aot t bat the powr ot the puree i a and a~a baa bMn 

1n the hiUicla ot Congroaa and t.bat he apeo.iti oally aucp oted to Conr;reu 

1n two &DIIU&l .,.aaap a t b&t tbly orMte •- pl~ antbority witb 

roapeot t o recove ry a pendint; and that ot oour" h• ._. alnya wU lin' to 

a ooept thei r llalp and eu~ationa • 

.lt bia p roaa cCI>toronoe t he Preai dent aYolded any 4 e t1ni t e o-nt 

ce eoonc:8;Y or •app .. lr v t . • 

- cOo-
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J:a Ill' ...,.... to U.. ,_C I Oil t;M 1\a'- ot \M lo\loa -

~ 4 ot th1a ,..r I ~rn4, u I 11M 1D 0 Jll'"i- •-.., te 

tM DM4 tor ~n..Uo p1 ph~ ot l «rnl'Daal: ap...,ltvaa, Ull I~ 

peW tM •-U.. l!)' t.a. GaaqeM of aa .,_.., -..!ola ~ '­

•autbori-' to ..... ~ oa tM ~ -.l Me1rald.Ut;J ot tM 'IV1-
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Mr. Gaston 
Mr. Bel .l 
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March 10 , 1939. 
9:30 A. H. 

(Secret ary's Ottlce) 

I just want to eay to get started •Good morning 
everybody". I understand Mr. Gaston is going to 
take a l eave ot absence. He ie going to write 
edi tori als tor Hearst from now on and here ie 
the sample that got him this Job. 

I want to amend t hat one; I will tell you later 
how to amend it. 

This is very much in starr here. Don't let anybody 
breathe this to a living soul. (reading document 
prepared by Hr. Gaston ) 

Now, if that is not a nitty I never eav one. 

Incidentally, I talked just now to Steve end I am 
begging him not to let t he President get i nto the 
ten per cent business at the present conference 
and say that he can only eave seventy millions, 
because Dan, a conservati ve cuss, says you can 
save tour hundred mi llion. The Presi dent will 
say s eventy mi llion and somebody else will eay 
five hundred or six hundred million. I said 
•Just skip that and go right t o this", and Steve 
sai d he would do the beet he could. I said, 
•sk ip the whole ten per cent busi ness•. Isn't 
that a peach. 
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Yea, I vo\U.d 11ke to 8 be left off t he commit~~geat~~t private citizens 
whether or not the Presi:~nt ufdwould l i ke to see 
deadline for report . co not suggest a 

No, if you don't mind my differing w1th you. 
want a couple or private citizens. 

You do? 

I 

Yes. I think if the President put on a fellow l i ke 
Averill Harriman, for i nstance, it would be ewell 
somebody of that type ~r, Ed St itiniua or Gerard ' 
Swope or somebody 11ke t hat - why not. . 

Then we bet ter get a couple of-financi ers and a 
couple or labor union men - labor- farmers. 

I think they wo uld make better witnesses than members 
of t he committee. Tr~t i s my poi nt . 

\'I ell, this i s the result or two hours yesterday . 
I thi nk it is pretty good cons i dering what we want 
through. 

Yes, I t hink eo . 

If he sends that I will be very happy. I will send 
it over with a bunch or 1U1es to 1olarriner Eccles. 

Incidentally i f you want to be good and ma~read 
Kent today. 
Waeeche Jus t called me. The Senate, at the i nstance 
of Barkley, a t the last mi nute, when they were 
passing this defense bill, added a proviso that in 
letting contracts tor any depart ment head, letti ng 
a contract to spend money tor national defense, 
they should exclude any contractor who was unfair 
to labor, going into considerable detail . Now, 
t he military people are doing everything they can 
to stop i t. He said t hey had asked him to 
cooperate with them on it and I told him not t o do 
anything unt il I cleared it here. My opinion 1e 
that he and everybody else should cooperate on it 
and ge t it out because i t makes every department 
head share t he duties of the Department of Labor 
and National Labor Relat ione Board. It i s eoreadlng 
t he Job too damned far. 
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I would not touch it, I would Just let it ride. 

It is on the front page this morning. 

You don't want me to look into it . 

No, I would not touch it. 

I told him not to touch it. 

The Senate has put back the planes. 

I mean if somebody came in and said, "Don ' t you 
want the Treasury to have ita contractors be fair 
to labor", the answer is, •one hundred per cent, 
yea• . Who asked us t o try t hat. 

Well, the War and Navy,ot course, are tryi ng to 
get 1t out. They don't want to have -

No. 

Ot course , 1t 1e i n conference. 

I am willing to accept my share of the responsibility 

That means that you have got a basis or appeal on 
every contract that you let fro~ the unsuccessful 
bi dder , that the fellow who gets the contract is 
unfair to labor. The question or determining that 
is not our job - it is the National Labor Relatione 
Board. 

Let us be neutral on that. 

O.K, we vtll be neutral. 

Keep our hands ott ot it. Waeeohe? 

Yea . 

You bet your lite. 

That is all I have. 

Dan? 
Is that appointment on, this morning, ror eleven­

thirty! 
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Yes. 

~ find ~ have a hearing with the Governor or the 
anllJDa anal Zone . I wonder 11' you will need me. 

No , I think .it you have Graves and Poley. 

That is all right with me . I t you want t he 
Treasury mechanics, Bartell can go. 

Is he a mechanic? 

There are a lot of mechani cs in handli ng it . He has 
been here t hree or four days working on t he national 
defense program. 

Who? 

General Ridley, and I proml sed him today -

Have Bartell and Gr aves and Foley here. Wallace 
wants to pick me up. He is going t o talk to me 
about cotton . 

Gravee and Bartell spent a couple of hours with 
Eddie yesterday. Those people are on t he thi ng and 
I think as tar as the mechanics of this particular 
thing is concerned, t hat Harold - I don't think it 
is neceseary tor Eddi e to put in his time. I think 
Graves knows everything he hae go t . It is nice to 
have Eddie. 

Bell suggested it so I would take him along. 

I t ie a ll r i ght with me . I tr~ught you would want 
eomebody from that end. 

I think it would be very helpful. 

That is all I have. 

Will you, Dan, nov, begin to pick up the various 
financing things because I am goi ng to rely on you 
on that entirely and will you, Mack, write a let te r 
ror me to all or the agencies t hat have an)'th1ng 
to do with float i ng iseues and say t hat rrom nov 
on that any matter t hat t hey want to consult t he 
Treasury on, will t hey please take it up with 
Mr. Bell. 
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!4oReynolds: Yes. 

H.M.Jr: 

Hanes: 

H.M.Jr: 

Hell: 

McReynolds: 

H.l~.Jr : 

McReynolds: 

Bell: 

McReynolds : 

H.M.Jr: 

Bell: 

H.H.Jr : 

Bell: 

H. M. Jr: 

Bell : 

H. M.Jr: 

Bell : 

That is on financing. Check? 

Yes. 

And that includes the Federal. Reserve. Is that 
all right. 

Yes, that is all right. 

How about representation or that corporation -
tarm credit. 

My reeling is no. It they want to see us, let 
t hem come over and consult us. 

Well, t hey have in that corporation a vacancy and 
they can not pass any resolutions. We will let 
Dan do what he wants. 

Ia i t necessary tor the Secretary to appoint some­
body under the Statute? 

That is what he told me yesterday. 

I will leave it entirely in Dan 's hands. The 
question or selli ng issues by i ndependent agencies, 
shall go to Dan. Now, Dan, I see that the tirat 
1aaue we got you talked to me about 1s the lio-43, 
coming due. We have got aome titteen million 
dollars worth or those or 3-3/g -- 42 and 43. 

I don ' t know what you are looking at. 

Fifteen million or them. 

These are trust tunds. 

Postal. savings. 

Yea. They are callable in •4o and mature in '43. 

Vall the chances are they will be called. I 
thought it was your suggestion to sell those and 
place them with two per oent. 

No my suggestion was that we sell out some ot the 
intermediate bonds tor the moment and then later 
we would sell, say, the }I ot •41 to take up the 

premium. 
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Well, ir you will get up a memorandWD on that. 

All right. 

Now, what you gave t he President yesterday was not 
what he wanted. I got it back here nov. 
:~~~!,like to ~v:, ir you could give me t~t he 

t t h - you 0 eo me. Vhat he wants is how soon 
a e rate that we are going, will we reach t he • 
thirty billion dollar limit on t he bonds Wh 
i~e Pr

1
esident asked me I said that we wo~ld r:~oh 

ear Y next January or February. 

That is right. 

But could you -

Yea, I will have to make an eetlmate on it. It 
depends on what we do i n t he refunding the next 
six monthe. 

I would go on the basis or the last one, that we 
will t hrow everything i nto bonds. 

My estimate there assumed that about two-thirds 
or the issue would go into bonds. 

Did you ehow that here? 

Well, it s hows as a total on t he year; does not 
show by months, but I t ook two-thi~s or the total 

Well, put it th18 way: Taking two thirds or t he 
total going into bonds when would we reach the 
t hi rty bi llion dollar l i mit. Could I have that 
Monday? 

Yes. 

(Addre ssing· Hrs. !Clotz) I showed this to t he 
President and he returned it. You keep i t . 

Another thing that ie important. In my conversation 
with Dr. Aranba yesterday, I said: •Nov, Mr. Aranha. 
we are changing t hese also on the Central Bank and 
1t is up to us to get t he authorization trom 
Congress. When do you want me to do th1a

1
• And 

he said, •No hurry, no hurry• . He said, •I will 
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send a man rrom Bra~1l I v111 appreciate 1t 1tpart1cularly to do this and 
man arrives•. I said ~~~u do nothing until this 
1t through the Congre~s• ;;11 take,a month to get 
but I want to see how th~ oth sa~~ I understand, 
what happens•, and he s 1 er ngs work end see 
1! you would wait untila~~ ~would appreciate it 
said "All right" And u ear from me• . so I 
i mportant I d ' or course, that 1s very 
I will se~d a ::neu;~ vera ¥lain, but he said •No, 
youdr t1nanc1al attaoh~·~nand ~:i~~~Is.~~ t~ b~ll 
sen a special man and we 1'1111 ' , w 
works, and olease don't make ansee how this thing 
hear rrom me • 80 that 1 y move until you , s perfect. 

Have you anything rurther, Dan? 

Nothing. 

Gibbons? 

Nothing. 

Nothing. 

Exchanges ar e all quiet - nothing unusual. 

I have that s turr on the countervailing duti es. 

Well , we will do t hat right after this meeti ng. 

I have nothing, sir. 

'11th the Reorganhation Bi ll half way t hrough t he 
House and with i t 1n 1 ts present rorm, so t hat it 
can errect bank examining agencies, uith your 
p ermiss ion I would l ike t o suggest t hat instead or 
trying to dratt a bill on bank examining agencies 
that you originally suggest ed, that we t hink or 
trying to draf t an executive order, having 1n mind 
that per haos other agencies interested in bank 
examinations and their consolidation, will draft 
executive orders . Do you remember you suggested 
1t one time that we tried t o get together just to 

\ 

look at 1t ins i de here . 
Get it out and Hanes and I will 
You bet ter work with McReynolds That is all right. 

take a look at it. 
on that. 
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Yea, I know. 

Fine . 

J ust eo we will be ready ~n it i n the event 
legi slation does pas s . 
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Dan, could I s ell some T. V. A, bonds if I wanted to 
under the present law. 

Yee, it ie confi ned to certain kinds of works and 
they are in here now discuss ing that proposition. 

How are t hey go~ng to get that So million dollars? 

That is what they are discussing, You see t he 
trouble with the present Act is it has two sections 
under which they can issue bonds for certain 
specific purposes. What t hey are trying to do is 
r ind some bill i n Congress so that t hey can attach 
a r i der to combine t he two secti ons giving t hem 
that authority. If we can get legislation before 
May 15, they ought to otter somewhere 1n t he ne~h­
borhood or 90 million dollars i n bonds . 

I think they are just going to come in here on the 
aesumption that they put t hese bonds out and i t they 
don't service them t hat is somebody else's bard 

luok. 

No, I think the revenues rroc t he T.V.A. wil l take 
care of 100 mi lli on; they are getting in about ten 
million in revenue and t hey are -

But t hey plow it all back in. 

That would be true of the period of construction of 
any project. 
I got the i mpres sion in talking to t he President 
that he is defini tely in sympat hy i n having the 
Fede ral Power Commission act as engineers. 

Well, I was not in on t he conference 1n Mr. Hanes' 

office -
Well, t here 1e a memorandum on 1t. 
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That is vhat seemed to cause a good deal or r r i ctlon 
among the other agencies. 

They will never give i n to allovlng t he Fedet·al 
Power Commission to have a.nything to do lflth t heir 
revenues unless you beat them right into the ground. 

Will you see that Bell gets a copy of the Hanes 
memorandum. 

Yes. 

I gathered t he President was i n symoathy. Whil e 
tte are talking about it, llallace tried to get me 
last night . He was ter rifical ly upset because it 
seems the so-call ed Smith plan, cott on plan i s 
out and then when he tal ked to t he President 
yesterday the President t alked to hio until t wo 
o'clock. I was so tired I could not get lt, but 
ltallace was i n and t he cotton thing was slfltched 
because l~r . Hull ob jected eo strenuously. 

The Smith Bill you mean, that has been reported 
out favorably. 

Out or committee . 

A r ive cent a pound straight subsidy. 

lfallace said by t he time you extend it to other 
commodities, which t hey vlll , 1t tnll cost two 
billion. 

Annually? 
Yes, annually . There is something for l~. P.arriaon 
to put his teeth in. 

Yes, Harrison has a good field t here. 

It does not start until after sixty-five . 

Starts with the boll ~teev1l . 

Have you anythi ng? 
That vas t he best friend t he Treasury Department 
had _ the boll weevil. 
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KaJbe we could breed a rev . 

I have not hlng. 
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Now on th1a oounterva111ng duty, you are 1n on 
that, !rom the Ouatome. 

Yes , but I have not eeen any ot the letters yet. 

Wh1 te and Foley, I would 11ke you and Hanes to be 
here, and Gaston. 

(Meeting concluded) 
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Wr. Bell: We have in Postal Savings account 
$25 ,000,006 ot the 3-l/~1941 bonds and t hey coat us 
abouf 100-7/8 and we can sell t hem today t or 107-ll/32. 
That s at noon. I take i t t hey are up t his afternoon, 
so we get a profit of about 5-1/2, almost 6 , and FDIC 
owns 911,500 ,000 of them. Their profi t cannot be so 
much because they have them on the books at 101-3/8, but 
I think we oould sell $10,000 ,000 or Postal Savings now 
and next week t alk to FDIC. 

HW,Jr: What I would say is i5,000 ,COO Saturday 
and $5,000,000 llonday. 

Kr . Bell: We haven't t hese bonds in New Yor k. 
They are down with the Treasurer of the United States, 
so I have t o say in the telegram, •tor sale and delivery 
Tuesday . • 

HM ,Jr: That ' s all right . 

(At t his point, HM,Jr placed a phone call for 
Mr. Sproul, Feder al Reserve Bank of New York.) 

I a m going to see 1f I can't get the Fed -- they 
have to take the edge off the market • I don't know 
whether t hey will or not. 

Mr. Bell: Why don • t they do some thing to let 
thei r portfoli o run orr a little1 

up on 
HM .Jr: How much cash do you t hi nk 

our refunding? 

Mr. Belli About $26,000 ,000. 

we will pick 

HK Jr• The President ea1d at Cabinet, •well, I 

guess thle r:a~o~ y~ i~~~e ~~~tr:~s~~l~~ ~~~a~~!c~~e;t 
t oo easi Y• s • ' Ad-• i t ation • 
have so much confidence in your ~n s r • 

1 You should have said the TreasUr1· 
Kr. Bel : 

HW.Jr: I get awfullY sick and tired ot1~~i~ 
him tell me always that we price t hem wrong. 
1t was priced exactly right. 

not r each Mr. Sproul, so placed 
(Secretary could 

a oall ror Ur. Ransom. ) 
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Kr. Belt: On your premium, we are having a 
little dltficui y w1 t h the Comptroller, beoauee prem.1ua 
on a bond ia nothing but a reduction 1n the coupon rata 
and he won't recognize that. He e111a that that preai­
um baa to go i nto t he Treasury as Wieoellaneous Reee1pta. 
I say 1t ought to go into the Treasury ae interest and 
reduce the ~ntereat ooet. 

HK.Jr: How about starting t his on Monday. I 
don ' t want the aalee to be made until Monday. 

(At th1e point, ID4·,Jr epoke to Mr. Ransom and 
oopy ot their converaation 18 attached.) 

oOo_.oOo 
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R: 
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R: 

HUJr: 

R: 

Hr.!Jr: 

R: 

Hlo!Jr: 

(As ide - Just a minute). 

Ur. Ransom. 

Hello. 

Hello, Ur. Secret ary . 

How are you? 

Fine, thank you. 

Ronald - -

Yes, sir. 

Karch 10, 1Q~9. 
4:2~ p.ll. 

Hello. 
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Bell and ! are going t o place an order i n New York t o 
sell ten million dollars of 141 -- 1941 bonds, eeet 

Ten million of 141. 

Yeah. 

Yes. 
Now t he reason we' re doing it is, as you know, this 
bond market 1s Juet running away. 

Yes. 
And I sincerely hope tha t the Federal Reserve System 
will take i nt o cona1derat1on dolng socethlng along the 
same llne, because this thing is Just getting out of 
hand. a 
Well it does look l i ke 1t'sfpretty sloppy market , isn 't 
it? 
Well, I mean, it Just goes uP a ha l f a point at a time, 
and I -- we're going to put an order i n with the state 
or New York t o begin t o sell ten mi l U on or 1941 bonda 
on Monday . 

Yea. , 
And I really wish that the Fed. -- after all t ble ought 
to be a two-way propoeiticn 1n the sense t hat -- well, 
I think that the red. ought to take cogn1"81# or the 
tact that tbU ID8rket ie Just a runaway carltet. 
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~ -- may I ask you it you had an opportunity to give 
any thought to the situation we found oureelvee in 
1rhen 1re let our porttol1;) run ott? I have been 11\YSe lf 
disturbed about that, and -- ae 1rell ae disturbed about 
the Government bond market, which ot course ie a 
matter ot concern when it's behaving as it bas been 
reoently behavi ng. 

well, what will happen it you let i t run ott? 

It we let our porttoli~ run ott, we t hereby, aa a by­
product o! course, decrease excess reserves. 

Well , we could do something to offset that . 

All right. Now, what can we do? 

Well, there ' s a number. Well, it - - it three billion 
excess reserve ie worrying you and you want t o keep 
tt there, there are a number or moves that we could 
make to -- to offset tha t. 

Well, that's an interesting thought . It isn't worry­
ins me at all, ae a matter of fact, you know -- you 
ltnow that --

We can rearrange our deposits . 

Yes . 
And --and we can - - I don't know, put to it, we can 
do things t~ off s et -- with gold I think we can ott­
set some of those t hings . 

You see 1rhen we acted t ogether in regard to t his 
d eeterilization and our reduction ot reserve require­
mente I think all of us felt pretty much as 1t' that 
was m~re or lese an idle gesture, ~ut it was pert of 
a program of t he AdminiStration which we were trying 
to further if we could. 

well I'm sure and now t hat Bell is on his way back 
aga1n and taklng bold -- be's sitting here w1th me--

Yes. 
And I've got the loudspeaker on. 

Yes. 
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We oan make readJustments , and I'm sure it -- if y 
would think about 1t and talk to them, that we cou~~ 
make adJustments 1t you eold ten million. 

Yee. 

And tha t -- t hat 
what you wanted, 
reserve by ten. 

All right, sir. 

Now 

we could make a countermove, it that's 
to hold the -- to increase the excess 
I'd even uee silver certificates. 

You interest me, because I -- in December whPn the 
open market committee voted not -- to let its bills 
run ott it you c~uldn't replace without paying a 
premium rather than going into the bond market, I 
voted •No•, and I expect I was perhaps the moat posi­
tive --

Well, now 

Of t he Boar~ on -- with any on it, and ~ whole 
teel1"8 was that we seemed to me to be first putting 
up reserve requirements and then lowering them , and 

Pardon me -- Dan says that we could sell bil l s on 
credit. 

The Treasury could? 

Yeah. Tha t would - - tha t would increase the reserve. 

Yes. 

I think tha t 1f you would take it up using Dan Bell, 
that we could offset it. 

Yee. 
And I think that we are subJecting both of our organi­
z.atione to criticism if we let this bond market run 
away without doing something. 

You ' re suggesting a l ine of thought t o me w~bhadn't 
occured to me and I think is very important and well 
worth exploration, and I'll start in and explore it 
right now with our people, it I may. 

And you t h ink maybe by !Jonday you can have something? 
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I can certainly call you back Yonday and tell you 
wha t -- what we can do. 

And ~ thought wae if we sell ten million of bonde 
that you might do the same. 

Yes. 

312 

And we'll go along as long as we - - we don' t have an 
unl1m1ted amount, but we can dig up seventy-five to 
a hundred million doll~re if we could sell. 

Yes. 

Now if you fellows would do the same, and we could 
find a way to of fset decreased reserve --

Yes.' 

Why it might be a nice picture. 

Yes. Well, we've played that sort or a team-- game 
on them before, you know. 

I know, you and I have been able to play together. 

All right, Ur. Secretary. I ' ll take it up at once 
and see whBt we can do on it. 

Thanks. 

All rtght. 
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ChasE has official dollar buying orders today and 

gEtting a fEw on a quiEt market . Lazards sold dollars 

importantly y Es tErday. Gold holdings of French 

stabilization fund passed l9,500, 000, 000 _francs ycsttrday. 

Btlga bEing btld today without much cost . Dutch f lorin 

has tcndtd to move sympathetically wi th belga last few 
. . 

days . knstcrdam, Zuri ch and London report increased 

dEmand ~or gold coins which is bElievEd to emanate from 

Btlgium. Banks in ~!orthcrn FrancE also report signs of 

capital movEmEnt out of Belgium. 
Q.uEstion of war· risk insurano£ incrEasEs complEXitY .,. . 

of gold sbipmtnt. busioESS s inCE 750, 000 pounds i s thE 
' maxiJnUID 11ar risk insHJianct ptr vessel that Paris American 

banks can gEt on gold shippEd trom London to thE United 

states and somt vEssels arc barred Entirely. 

!l{JLLI'l'T 
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PA.IUPBRJ.SI or TILI(JWI RIOIIVID ~-
JROK: .lmerioan llllbaasy, Paria, J'ranoe 

DATI: Karch 10, 1939 , 4 p .m. 

:JO,: 450 

Today Aabaaeador IeiUIIly and I bad lunob w1 ~b Paul 

Reynaud. In the course of the oonveraat ion Reynaud 

said that approximately 100 ,000 ,000 franca gold were 

b ei ng gained eaoh day by the French. He showed great 

optimiaa about the financial situation, and believed 

t hat the outlook economically was most encouraging. 

He expected that a booa would take place in France if 

the crisis which was expected this Spring should be re­

solved peacefully and there should be tbe prospeot of 

peace for a year or two. Reynaud said that be did not 

think the British would let a further drop in the pound 

take place. 
BULL ITT. 

t:J.:Ln 
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m.tT r: Hello. 
J. Pierrepont 
~otrat: Good morning, ur. Secretary. 

HlUr: 

U; 

H!.4Jr: 

IJ: 

HW"r: 

l.l : 

1.1 : 

Hl!Jr: 

lA: 

HUJr: 

!.! : 

Hlo!J r: 

1.1: 

HllJr: 

!.1: 

HW'r: 

How are 10u? 

Fine, , thanks. 

Ur .. l.!ottat, I have Mr. He~th here and I'd like to 
do a l~ttle business with you ove~ the telephone 
it I DillY. 

Yes , surely. 

I'd l i ke t~ keep htm in this country until the next 
American boat sai ls, which I think 1s next Wednesday. 

Right. 

That 's number one. Number two --

That's Heath? 

Heath. 

Donald Heath, yes. 

or Berlin. 

o. !(. ' tha t's easy. 

Now number two -- we -- I ' d like to have --you know 
we helped bothCochran and Butterworth and give him 
some money eo that they can do some entertaining. 

Yes. 
The deoe.rtment has a bay's set the r1gure and I'd 
like to do the s&me t or Heath. 

Uh-hub. R1£ht. 
And it you people indioate what you think is the 
proper AmOunt, why we 'll accept wha t you suggest. 

YOU aee7 
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Good, thP.t.'s . easy. 

And then the other t hing i s we don ' t get any 1 for 
ma tion out o f either Poland: Hungary, or !lumani~ -
and I wonder if he couldn't make little trine do~ 
t here t or us. · 

I don't see any obJ ection. 

You see? 

Yes. 

I mean he could start, let's see - let him take_ 
begin t o t a ke in Poland and then he coul d Jus t -
I mean the way Cochran ha s Jus t completed 

Up in there - Scandinavia -

Scandinavia - and - ! don't cean too often , but if -
one m:>nth he might go up to Poland for a few d~ys ; 
Pno ther time down to Hungary and Rumania, and begin 
to pull 1n eome or that other inf ormation tor ue on 
financ ial infor mation. 

Right . 

Do you think that sounds sensible? 

I think it sounds sensible . Wha t ! thlnk w?uld be a 
wise thing - I mean - to~ us to wrlte a personal 
letter t o the t hree chief commi ssions inv:>lved, 
pointing out tha t it isn't anything derog11 t ory to 
them, but we reel it woul d pass addit ional thoughts 
and information , and ooordlnllte i t; and sort o f get 
them well- disposed, yes . 

And explain that Cochran is do i ng the same thing. 

Right . 

In the rest or Europe t or us. 

No, I t hink tha t' s - I t hink that's perfectly easy. 

Becauee I never - I don ' t know, I never see any t hing 
finanoial on Poland, Hung~ry, or Rumania. 

Yes. 
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And they may become more i mportant. from our stand­
point as the summer goes on, 

Right. 

I mean, whether they're anywher e near the breaki ng 
point or whether they are gaining or l osing, from 
an economic standpoint., that's al l I'm interested in. 

He can even -- even if he didn't have time to do very 
much he can stimulate the others into -- into watch­
i ng out. for those particular t.h1nge. 

That ' s right. 

Yeah. 

Well I feel that he's really gotten s t arted now, and 
tha t if be does this, of course, I think t~~t he 
ought to be free from ot her duties so t hat he can 
more or lese concentrate on Treasury matters, which 
I don't. believe he does now. 

No, I think not.. 
Wilson eit.u~t.1on 

and all 

Well --

Of course , at the moment with the 
in the air, and the Gi lbert death 

The t.hlng l e a Ut.tle U9 ln t.he alr, but. t hat wlll - ..tll 
revert t o normal pretty quickly. 

Within a couple of months 1t. should be sort of worked 
out. . 

Oh yes, oh yee. 

Well , thank you ver y much. 

All right then, I'll -- I ' l l t.ake charge of 
poi nts and don ' t give them another thought. 

And your forecast. on Europe i e et.ill good. 

I __ I think 1t still holde. 

Right. 

or a bit l onger anyway. 

Thank you. 

All risbt then. 

the three 
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