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-A- Book 

Acheson, Dean 
Possible tosti.oony before Banld.ne and Currency C0l3!11ttee 

discussed at 9:30 oeeting - 3/14/39··· · • •• • •• •• •••••• 169 
Administrative Acencies, et cetera 

Attorney General' s meJuorandw:t on comi ttee set up to 
a~u~- 3/16/39 • •••••• •• •• • . •• • •• .. • •• •• •. • •• • . • ••• •• 

At:riculture 
See Bueiness Conditions: Surplus Coomnodi ties 

Annenborg, Uoe 
Jll,[Jr reports to 9 : )0 group on conversa ~ions in Chicago -

J/lJ/"J9 • • ••••• • •• . • •. . ••• ••• • •. • •• •••• ••••• • •• ••• . ••• • 
Conference; present: lii.!Jr, llclleynolds , Foley, Graves, 

Hol,;orl.ni;, Irey1 and ;7enchol - J/lJ/)9 .... .... .. . . • .•. 
Uurphy and HlUr discuss - J/lJ/39• ••• • • •• • • • • • ••• •• • •••• 
CPJ>bell ( Bill) consults Hl!Jr: ll!.:Jr states that Treasury 

has now co:n]lleted its part and oatter is in the hands 
of Attorney General - J/lJ/J9• •• • • • • • • • • • • • •• •• • • ••• • • 

!Q.aus (Sa~el) as 'i'reasur-J re, resent.ntive dscided upon 
by !C!Jr and Foley - 3/15/39 • •• • •••• ••..•.•..... . ... · · • 

Se.'lwarz ("Chic") to return to Chica ::o !or a 'll'l!ek or so 
''when the case brea1cs11 - J/15/J9 ••.. . .. . •. .. • . . . .. .. • . 

Appoint.~nts and ~esierationo 
Florida: 

Conference; present: HiiJr, l!clverinr:, Gaston, 
tte.lltJ"JllOlds , and Gibbons - J/14/)9 ••••••••...•• . ...•• 

- ll -

3ank !or International Settla.ents 

Pago 

187 

76 

92 
116 

206 

Cochran reports on neetin3 - 3/14/39.. .................. 151 
Brazil 

011rner questions advisability of Jrazilisn loan - 3/14/39 196 
3-.>siness Conditions 

A(lrtculture : Sur;>hs CornodiUes 
Food Sta:t't> Plan: 

a) ;.allaco' s re.-:1arks before a acetine of tho 
?ood and Grocery Conference Cor.nittoe, 
·tillSh.ington, D. C. - 3/13/39. . . ...... . ... . .... . .. . . 18 

b) Plans !or experl.Jnontal procram or surplus 
distribution announcod- 3/13/)9. . .... . ...... . . . . . 24 

(SW:!'•ar-.: of Food Stamp Plan) 
c) Proposed plan for distributinz surplus 

coa':lodi ties to needy peroons tht'OU~ normal 
wholesale and retail channels of trade - 3/13/39.. 29 

Cottono Surplus Com:oodities 
!!emorandu:n, 11:;:xportation of eurplus cotton under 

Government loan, 11 discussed at Ymite House -
J/14/')9.. . . .......... . ..... . ..... . . . ........ . . . . . ... . 49 

a) ilallace and Hl!Jr diac-.>Ss - 3/16/39.. . . . .. . ...... 303 
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- B - (Continued) 

Book Pace 

Buslneaa Conditions (Continued) 
Baa a memorandu:o on situation tor week endin& 3/ll/39... 169 61 
"Buainess needs tax reform• - J oint b:-<ledcast b7 

Conareaemen Caller (New York) &lid AlcCormack 
(Alassachusett s) - 3/14/39· ······· · ··· · ··············· 221 

Conterenoe on tax proposals as dhoussed with FDR 
and Congressional leaders; present: RMJr , Hnnes , 
and Gaston- 3/15/39. .. . ... . .... .. ......... . ... . .... . 228 

- c-

Cllic:ago 
Inco:e TIUC Cases : Rumors ot aratt reported by lihite 

at 9:30 meet ing - 3/14/39............................ 190 
Chile 

Aoerican Embassy, Santiago, g ives resumd of developments 
ae they bear upon American trade and investment -
3/11/39 ••••• 0 ••• • ••••••• 0 •••• 0 • 0 • 0 •• 0 • • • • • • • • • • • • • • • • • 7 

Comptroller of Currency 
llcReynolds' mEIIllorandwn to !l!.!Jr and Delano 'a letter to 

Senntor Byrnes concerning exemption from pending 
reorganization bill- 'J/17/'J9 .. ... ....... . ....... . .... 314 

Coolidge, Thomas Jefferson 
Possible testimony before Banking and Currency Co~nittee 

disouased at 9:30 meeting - 3/14/39................ . . . 187 
a} White reports on testimony- 3/14/39............. 199 

Cotton 
See Business Conditions: Surplua Co~odities 

Countervailing Duties 
See Oerme.ny 

Czechoelovakia 
Oerll&ll)' ebaorbs r e;oainder; Leroy.Jjeaulieu confers with 

H:.IJr , "bite, and Lochhead - 3/14/39 ............. .... .. 
a) Chart showing French funds in Onited States ••.••• 

Butterworth reports on London intonnstion concerning 
&old and foreign assets- 3/15/39····················· 

Bolton discusses wi t b Knoke Europe's •s tunned attitude" -
3/16/39 •••••••..•• . . 0 •• 0 ••••• • ••• • • •• 0 0 •••••• 0 •••• • • 0 •• 

Faia and llllJr discuss Treasury ' s interest in Czech..Oeman 
sitllllt ion - 3/ 16/39 .......... .. . ....... ............. · · · 

a) 1/hether Federal Reserve should make any unusual 
t ransfers without consultin& Treasury: llliJr will 
call Harrison to notify all !lew York banks t hat 
Washington wants tort,.-eigbt hours to determine 
policy 

1) HMJr-Harrison conversation ••••••••••••••••••• 
b) Countervailing duties action to be speeded up ... .. 

1) l' r oposed Treasury announoMent ........ .... .. 
c) Present status ot trade agre ... ftt ••• • • • •• •• ~~'''' 

llliJr explains atepe taken to Bewl.,- - 3/17/39 .. " .... ·" 
HMJr adrlees that steb1lization Fund 10 in •ud aotten 

the thing aa ahe goea down"- 3/17/39 ••••••••• • ••• •••• 

165 
172 

267 

274 

:!75 

287,308,317 
m 
286 
279 
335 

343 
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- D -

Book Page 

Dietrich, llarlene 
Asks Treasury to loc:t aft.er llr. Re#arque - 3/11./39. •• • • 169 181 

- E-

Excess Reserves 
Conference; present: HMJr, Bell , Ha~<s , l'lhito, Eccles, 

Harrison, Goldenweiser, Sproul, and Leach -
3/13/39 ••• . •.•.••.• . • . .•.••.••••••••••.•.•.•.•••••••• 

Fina:lcing, Governcent 
Public Debt L1mitation: 

• - F-

126 

Treasury etete:ent to FDR- 3/17/39............ ...... 330 
a) FDR's transmittal to Congroaa- 3/20/39. . ....... 333 

Flor ida 
See Appointments and Resignations 

France . 
See also Stabilization 
Czechoslovakia: Germany absorbs ralllainder; Leroy.Jleaulieu 

confers with Ht.!Jr, White, and Lochhead - 3/11./39.. ..... 165 
a) Chart showing French funds in Un.ited States ... . . . . 172 

FrankfUrt or, Felix 
Dines with HMJr; discusses economio situation - J/11./39 . . 217 

- G -
Gort~a.ey 

Countervailing Duties: • 
!Wr t ells Congresstlllll Treadway (llaasachusetts) decision 

will be reached before April lat- 3/13/39 •••••••••••• 
FDR, at Cabinet , assu:nes all bl.aole for delay end asks 

Attorney General to pro;mUgate ruling •two weeks fr= 
llonday• - J/13/39 ••••••••• • • • • • • • • · • • • • • • • • · • · • · · · · • · • 

a) Feis asks for •something nasty• from Treasury 
in order that State Department IDIIY be fortified 
in its disoussions with German Embasay ••••••••• • • 

Czechos1ovald.a.n situation rcrcee State Department to 
recommend imuediate action- 3/16/39 •••••••••••••••••• 

Proposed Treasury announcement ••.•••.•......••••.•• • .... 
We lles tells EllUr representat i ve of German &lbasay is 

t o be notified tonight- 3/17/39 ••••••••••.•••• • •••••• 
Gold 

See also llonete.ry Policy , United states 
• • stabilizati on: France 

Shipa~ent b7 parcel post discuaaed by Knoke and Bolton -
3/l"J/39 ......... . . . .. . ...................... . .... 0 •• 0 0 0. 0 

Governll8n t Bond llark.et 
Cootereoce; present: !!16Jr, Bell , llaaa, !.bite, Eccles, 

Harrison, Goldenweiser, Sproul, and Leach- 3/13/39····· 

12 

86,216 

87 

279 
286 

:m 

12.3 

126 

• 
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- H -

Book Page 

Heath, Donald 
To Yiait Poland, Hungary, and Ro.....Ua - 3/14/39·····. 169 173 

Hungary 
Heath to visit - 3/14/39............. . ................ 173 

- K -

Klaus, Samuel 
See Annenberg, ijoe 

ltrock , Arthur 
FOR asks II!.IJr to warn aanes of ltrock - 3/14/39 •••••• .•. 

- L -

Lippmann, tl&lt'!r 
FOR reads ln!Jr a lecture based on IIJ.IJr ' a approval 

of Lippmann article- 3/lL/39 ••••••••.••• ... ••••••• .• 
a) For arti cl e, see Book 168, page lll 

- II -

~onetary Policy, United States 

219 

219 

hgner (Senat or , New York} asks 'fr casury for answers to 
certain pertinent questions - 3/14/39.. . . . • . • • • • • • • •. 211. 

a} ~r asks Goldenweiser, as an individual , 
to look over answer- 3/15/39............. .. .... 240 

- p -

Poland 
Heath to Yisit - 3/14/39 •••• • ••••••••••• . ..••••.•••.••• 173 

Public Debt Liaitstion 
See Financing, Government 

- R -

Revenue Revision 
HMJr •s stand in 1937 reviewed at 9 aJ0 meet ing- J/l4/J9 . . 177 

a} No change in point of view 
Barkley doubts wisdom of tax reviaion legiolation -

J/14/39 . .......................................... . 0 • • • 218 
"Business needs tax refona• - Joint broadcast by 

Congressmen Caller (New York} and ~cCormack 
(llaasaohu&etts) - 3/14/39............................ . . 211 

Conference on tax proposals u d.ldousaed with FOR and 
Coagreaaional l eaders; present: RliJr, IIanes, and Gaston -
3/lS/39 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 228 
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- R - (Continued) 

Book Page 

Roosevelt, Franklin D. 
HMJr philosophizes on FDR's attitude t oward hia-

3/14/39. . . ..................... . . . . . . . . . . . . . . . . . . . . . 169 219 
Roll.IIWiia 

neath to visit- 3/14/39. . . . ...... . ... . . . ......... . . . . 173 

Sohwarz, "Chic" 
See 1\nnenberg, !loe 

Skidmore case 

- s -

FDR aaka !lli.Tr to postpone until a.i'ter election -
J/13/39 . ................. . .......................... . 

See 9:30 meeting for !Wr' s convaraationa 1n Chicago -
3/13/39 . ........................................... . 

Ickes and ~r discuss- J/15/)9 ••••.•••••••.••••••••• 
StnbUization 

France: !Wr advocates withdrawal of $5 million 1n gold 
from Fren~~ e&rQar~ed holdings in United States in 
installments with adequate publicity •as soon as 
Czechoslovakian affair goes off f ront pages" - 3/13/39 •. 

Stabilization Fund 
See also Monetary Policy , United States 
Poosiblo testimony by Coolidge nnd Acheson discussed at 

9:30 meeting - J/14/39·········•••••••• • •••••••·•··· · ··· 
u) t.hite reports on Coolidge testimony - J/l4/J9 •.•••. 
b) Testimony by \.allace and others discussed -

3/1.4/39 .. .. . ....... . •... . .......................... 
llogner and KII.Jr confer; Wagner antl cipstes much opposition -

J/l5/J9 ............ ............ ................ ......... . 
Surplus Commodities 

See Busin• s Conditions: Agricultw-e; Cotton 

Taxation 
See Businoss Conditi ons 

11 Revenue Revision 
Treasury Bulletin 

- T-

6 

76 
25J 

52 

187 
199 

199 

26) 

Cas ton suggests specisl Congressional legislation so that 
Bulletin may be sold- J/13/39........................... 89 

- fl -

\•agner, Robert F. ( Senator, New York) 
See lloootary Polio)', United States 
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To: 

Karch 11 , 1939 

The Secretary 

l£1ss Lon1gsnf,~ 

The total. number ot WPA workers 

on llarch 4, 1939 1s 3 , 034, 245. 

The decrease durtng t he week 

trom February 25 to March 4 wae 

g , 9g0 workers. 

1 
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WCIWJ PROGRUS AJIIIHII'l'RA'fiOtf 

Number ot Worker s m.p1o7ed - WeeklY 
United 8tatee 

Week ending 
193~ 

!lay 7 
llay 1~ 
Uay 21 
Uay 2g 
June~ 
June 11 
June 1g 
June 25 
July 2 
July 9 
July 16 
July 23 
July 30 
August 6 
August 13 
Auguet 20 
Au.,aust 27 
September 3 
September 10 
September 17 
September 24 

October 1 
October g 
Oct ober 1'5 
October 2~ 
October 29 

November 5 
November 12 
November 19 
November 26 

December 3 
December 10 
December 17 
December 24 
December 31 

1939 
January 7 
J anuary 14 
January 21 
January 2g 

February ~ 
February 11 
February 1g 
P'ebruary 25 
!larch 4 

Nuaber ot Wor kers 
(In thousands) 

2,6o1 
2,626 
2,650 
2 , 67~ 

2,693 
~ : t1~ 
2,7g7 
2,go7 
2,g53 
2,g99 
2,93t! 
2,967 
2,993 
3,017 
3,039 
3, 0"07 
3,og6 
3,102 
3.11~ 
3,120 

3,129 
3,137 
3, 167 
3,201 
3 . 2~5 

3,263 
3.2~ 
3,2&4 
3,216 
3,1g5 
3,139 
3, og3 
3,021 
2,9g6 

2,967 
2,927 
2,g9g 
2,U3 
2,966 
2,964 
3, 910 
3,o43 
3, 034 !I 

Sour ce: Worlte Progreee Adlll1n1etrat 1on 
!I Conf1dent1a1 

3 
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. . 

wauc8 PRO<JRD8 AlJll lfiM'RAfiCif 

Huaber ot 1forkere J:.ployecJ - Monthly 
Uni ted State~ 

1936 
J anuary 
J'ebruary 
Waroh 

April 
Kay 
June 

July 
Auguet 
September 

October 
November 
December 

1937 
January 
February 
!larch 

April 
!.lay 
June 

July 
August 
September 

October 
November 
December 

19~ 
January 
February 
J.larch 

April 
!.lay 
June 

July 
August 
September 

October 
November 
December 

1939 
January 
rebrunry 

Humber ot Worker e 
(In thoueande ) 

2,926 
3,036 
2,g72 
2,570 
2 , 3llo 
2, 256 
2,249 
2,377 
2,482 
2,5gl 
2,~3 
2,192 

2,l,g 
2,1~ 
2,115 
2,070 
1,999 
l,g21 

1,569 
1,4So 
1,451 
1,11-76 
1,520 
1,629 

1,901 
2, 075 
2,395 
2, e;g2 
2,61g 
2,767 
2,967 
3.067 
3,120 
3,245 
3,216 
2,9g6 

2,gg3 
3, 043 !I 

Source: Yorke Progress Administration 
a/ Confidential 
Lnthly figures are weekly figures t or the 

latest week ot the month. 
They i nclude certi fied and non-certified 

work er e. 

• 
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PJ.BJ.PBIUBJ: OJ' 'fi:I&<IUK RJ:OJ:IVED 

JROK: Allerioan bbe.aay, Rio de Janeiro, Bra ail 

, DATI:: Karch 13 , 1939, 3 p.m. 

10.: 70 

Reference 1a made to my telegram l o . 66 of Karch 11. 

I am told by the Director of Exchange that the 

Bank of Brasil rill not lll&lte any announo•enh about 

exchange allocation for the time being, and pending the 

f ormation of a new exchange policy baaed upon the agree­

menta arriTed at 1n Washington. The Bank rill oloae 

exchange daily in aooordence with the practice which 

it baa been following. According to the Director, the 

Bank of Brasi l haa reauaed the purchase of export billa. 

SOOT!D. 

l:l:Ln 
Regraded Unclassified



March 131 193s 

The President asked me to hold up the Skidmore case 
until after the election whih takes place the f irst week 
in April. I did not comment - I just smiled • 

• 

6 
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101 Mll'l ... __..,,,, ... uap, QUe 

10 •• u 
IlliZI ....... U, 11• 0 S p,a, 

aefll'••• 11 aade w Deparu•t• 1 tll••aa ... ~ 

If IIUa 1 0 f p,a, 0 aA4 to &abaiiJ''I telep .. l aa ... If 

lara 10, 1 P••·• aa4 ... 110 1f Mara 10, f p.a. 

flr.e 4"11.,. .. , ef ...... la QUe "'"••• te "' 

If p•t later11t M tal Oep&rtll•t, II'PMlall)' a1 \llh 

d"llepa•t .._.,..,..Allert ... trl41 ud lann•••· At 

tae ._ .. , tal peel Uea la .. 11llactn appeu1 w 1111 a1 

fllliWII 

C 1) It 11 "'u"" n1•Ual tut tllere "' llept 

Mfere tae ail ... Oo•-•• tile taet tllat lt h aMee­

llrf w aftld all uti• wUil rlfer•ae• t1 .._t~ 

latereate af a dlearlalaater)' er oeafl111tor)' aat~e. 

It h lllpll\14 \It&t till nta'tllll.lle4 n111 ef lateru­

Ueaal 1a• rill pre.au la c111Uap et tu oau ... 
Oo't'lr-Mt •Uil tlllll later11t1, Of MUll lt h lllllt­

llrJ' fer .._1 ... at-.rha \1 au• a talr -VlMUII 

w \Ill a..a1 of tile Ge.naa•t aa4 ... v,.. 
1\ h ea ll.,l, If ..... , taa\ ,.,...,. II tal 

•11ar enenal 1 ... 1 rill aot "' 1111p•• .. "' \lla 

all ... 

7 

Regraded Unclassified



_ .. 
au ......... ,. ..., ant•• -, Ulll oe••••• will• 

1M ... , ... h 0&1"1'7 , ...... u .... ,.,. .... -· -.la-

WaM, &All a .. ta-..o llr Ulo Aa•haa Oo•a.•t 'W'Mlcl 

1M aado 4Ut1wU llr .... loto auepeaalea. tlt.e Depu•••• 
u ... a • h aot r&&dr w \ake a rlpcl a-.a4 wt. Ul .. ,_. ... . 

w \llh •"a ucl u le ,. .. ole , ... , •• -14 .. , .... . 

a el'l U•l •"' t1a4e tf Ule Olt.U ... a.. a••• Mwlcl 

i"M~tee 4~ ,.,. .. ,, te'l' a Uat \M p•lo4 •• a pan of 

Ue .-aa1 pro~-· 
1. It app•ro Ulat Ulo Olt.U ... .... _, h la real 

clltflo•l\r. l\ oaaao\ lie ·~•otM llr oltlt.e'l' \lle OblliU 

Oo•-•• or \be Aa•loaa eatiFpl'hoe Wlhlelt. are operaUq 

wt.tlt.ta tlt.o .... .., of Oblle, that •~•laa lai"ao-.. ale 

eliYlato Ule aMe .. l\f fer &clJ•na•t• or eaa1tlo11 • 

.. r..,a, _... a peUor wcnllct aot 1M •~t\ull)' lleaetlolal 

la tlt.e lea& ._ • lanl•tac •• U lllpt ne ••U• of 

a euotaatial a.n Ulr\ 'lflUlod a Jllfopa &clJu••• of 

Ulo .Ualrtac Ma4l Ueae b&•l• IMM aado. 

1. Ia Ulo '''"_..-.. •• Ul• u•leaa .,. ...... , • 

• ..,, .. Ulo .. elleanUoae eltul)' ta atlll&, -.14 11110 

w -. lt.elpflll. lt to fllllr pep&ncl, tlt.aor.o, w ...­
elcla .., propeeale fa ........ u .. - n .... tal ... to ..... 

at• 
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9 

- a -

wtatoll \M O.Yu111on of ca11o ouoe \o pr11•t . Tall 

OoY•r•oat, part1o..ua.1J' \llo troae.ay 1uul \u IJtpor.,.J~~pw' 

&au, botoro aDJ' aottoa ool&ld bo \alton Oil a\Ad pr.,ooale, 

wo~&ld aa•o \ o bo ooaY1aoo4 tb&t \bo wllolo propoaa o oat_.. 

plato4 lt7 '" c~au-. u .. o:raaoat pr•ho4 u ootuUola 

a eouad wGrklJI& b&oh f• taat ooUD\rJ. U wol&ld b&Yo t o 

fool tlll'o \bat \J:ao a11htaaoo reca••to4 of 1' WOllld 'bo 

a falr ooa\rlwtla to \M 10aaral adjlliWIIlt w~iM \ lao 

OlailoaA &ll\l:aor1t1oe and t bo pr6YDto oooao.la lateroote 

ooaouaM llaYo uDdon&t•. Ia ae141ttoa, \lao ooaeoat of 
or o\llor ooafroeeloaal autnorltJ 

\llo Coap ooe/ woulcS proM~ J' laaYo \o bo eooao4 f• tao 

~•Jllll ov.t of I \lOb a propb , a o 1\ would UkolJ 

lllYolYo tbo aooon1\J of ratllac \bo proeoat UaU llJ)OD 

\1:10 oporattoaa of \bo ltJqHWt-Ioport B&Ak. 

fiiO Dopoona .. t '1'111 001 \Ao friiiiii'J IUIIl \bo llq)fW .. 

!aport Baak proap\1J 1f \ao Ola1loaa au\horl\100 f...-la\o 

IDJ r~oota • tf '" wtall \ o fonnalato .. ,. 

Tllo foll .. taa h traaea1Uo4 for ,ov.r ... 1llidaaoo -

ruat. It wiMlld ,._ tut tllo Olatloaa Oo•or••' h 

nor-..Q1U ... la Uo pl&aa for n poDdttvaa .... u .. to 

,.,...,._n•o lllaAI.ro4 atllta po•• U forotp loaaa uo 

aoooeauy for fov-nftlao of tile a -'1 " ._., nftlaer 

\hiJ oo.U rateo au•• aa o.pprootulo .. _., u .. ,.. 
l\ appoua to u tlaat tlleJ olaa.lf Mit• tlaotr s>r+W • 

a eealo ~1 oao.. M pYo roaeo•~1o aallllftMe 
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tMt u OM be fte•u• letena11J au ea,eroaUr •" 

nat .t We a r•a.-.J.e .. , .. et uee _.., wU1 1111 Ule 

w repay ur 411'.Uh ,..., ... 

I MOM. 1\ •~t M peeal-11 te dtf• tM ..... Uc 

pre~en, eaeept perlaapa le tllat &I'M wbtell ntt•• hM 

, ... ~--·· 
nuc. cane lhalf e11Ml4 .alee all ta4e ••••eur 

fal' ••••U• laMI' .,. •t•1ale. 1\ w..U ... hM ,_ 

d..,.tell ••· 51? of larell 1 \bat t ll1e 1e f ... 1-le, partie-
to \lah P'II'P .. I 

ala1'1.r 1t CllUe oliMld C1Yel't/f• tM Uee betac, tilt f..._ 

ftl' tilt tNlttl' pu ... ue plaa. file UeUM l t&tM GOY..­

... , ..... , , of oo.uee, .Cutate t o .CYtoe \lila OliUeaa 

O..n••• .ttl~ .. ._.... to .... .. 41••atOD of f Wide . 

r.-... O•elCentl• .tpt M &1ne 'by \lao &aport• 

liiPtl't JaU t o tile eateeal• et alltl't-ten aooept&aee 

&J'Mlte W per11U Ollllt \a l141111Cete U.e pr"a\ u.elleep 

arreue f• t.pertt tf pr..._,, tn. \Ill Ual tM l tetM. 

Ia • 1111 toeeMtl• U ,. .. u M CM1n-1e to lleYI 

t a t --U• ehw1JII tile " ; eaUl• ef ........ aneue 

'b)' ,, .... _, .... ..,- 1 •••• ,.,..., •• eualllt' .... ............. .. .. . 
rtftla. Oeae1CenU• ·~ M ll•• 1tr t111e aa,.n-

lllpll't lUll te .,..ule ,w ... eela f• tM· l-.• , .. 

n....a,. at ...-•• ., .... _. • ..._ .... lalt• ,., .. .....• .., 
Regraded Unclassified



I 11 

-·-
..... ...., la ,._ ~ ol \M ,.. ••• of ne au .. 

..... lilt. 

It h .ato boUol of \M D.,..._t tllat u .. u •=•• 
.. uellll .,.,..o ~· a •..-o••taUYo of tao auaa ..,._ 

• ...-.n •• .... •• .. Aiactoa •• , .. ·-' w 4l .... o oolelr 

no .,.. .... ,o •.u .. u... It h • boutllt u.a• ••hl• • 
tah -"• M~•lll M UlenM ..Ul ,._ o-.1-'o plaa 

... -. .. u.....- " .u o.,ana•• _. .-. o..o1 • • 

..... 1 ... 

r·., e .r !!A:.t 

morn.,. ~tt'•m 
,~ t ~ ·~·o .-.... -.....~ 

(k..-v .w>:Ot'!Si 

I JIJZ(ll~ ... q~<l '( .~tt 

ee::: vr :~t.~ 
"' a~IO. 

" r•J•tJO-.::l4::.-_. 

Regraded Unclassified



Operat or: 

W.lJr: 
Allen T. 
Treadway: 

!tliJr: 

T: 

HJ.!Jr: 

T: 

'li!Jr: 

T: 

Hl:Jr: 

T: 

~!.!Jr : 

T: 

;.-.!Jr: 

T: 

H!lJr: 

T: 

Go ehead. 

He llo . 

Good morning, ur. Secretary. 

How are you? 

Nicety. Do you feel well? 

March 1:5, 19:59. 
11:4.'5 a.m. 

12 

I ' m all right, Mr . Treadway . The r eason I'm calling 
you i s this: I've C?t your letter of !Jaroh 9th on 
the oount erva1lling duties. 

Yes, s1r. 

And I'm going to esk you if you .... ould be Juet a litt le 
patient with us for t he r est of t hie month, and I 
think t hat between now and the first of April we'll 
have this matter cleared up. 

Well, thRt ' e fine, Secretary. I thought your answer 
was very sati s f act or y. 

Well, we ' ve been going in it much further and, frankly, 
the r eason I'm phoning rather than writing, I want to 
-- I don't want any leaks. 

No. 

And if -- I thought if I called you personally and 
seid that the Treasury is working very bard on this, 
and I think between now and the firs t of April, they 
will make up the ir mind whPt to do. 

That ' s fine. I appreciate the thoroughness with which 
you answered IllY first oommunio>\tion. Of course --

I -- the reason I --

It came through from Massachusetts; you understood 
t he source of it. 

But last week, for your own personal confidential in­
f ormation, we sent three men on a boa t last week over 
t o Germany. 

I 'm glad t o hear it. 
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Hl!Jr: 

T: 

!il.!Jr: 

T: 

Hl4Jr·: 

T: 

HI!Jr: 

T: 

h1.1Jr: 

T: 

Hl!Jr: 

T: 

H!lJr: 

T: 

T: 

HL!Jr: 

T: 

H!.!Jr: 

'l': 
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And we don't - - if it gets out t hat they ' re there , 
they won 't be permitted to s ee anythi ng. 

No, of course not; just the Wft3 " e found that same 
difficulty 1n 1nvest1ga t1ng tariff rates, you know. 

Well, they sailed -- two men from my office and one 
from tbe United States Attorney's office; an~ they 
sane~ last week. 

Yes. 

And --

Well, I'll be very glad to - ­

But I don 1 t --

To make no reference to 1t of any klnd. 

T!lo.nk you so much. 

Of course, I have no desire to in any way i ntrude on 
administra tiv e matters, but it seems to be a quest i on 
that ie well worth inquiring into . That's why I 
wrote you originally es I did. 

I was gled to g et it from you, but I 
explain that t heee men did sail l~st 

Yes. 

Thursday. 

Yes. 

And --

I wanted to 

Well , I'll regard it as strtctly confidential end hope 
that their work will be fa irly satisfactory and over­
come t ho cr1tic1~m that wae made. 

Well they're after facts. 

Yes. Yes. Thank you for calllng, Mr. Seoretary. 

Tblinlt you. 

I don 't aee you on the str eet these mornings. You 
don ' t get your morning exerci se like you used to. 
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!!l!Jr: 

T: 

Hl.!Jr: 

T: 

l'l!Jr: 

T: 

!-:J.!Jr: 

T: 

!!!!Jr: 

T: 

!ii!Jr: 

T: 

HHJr: 

- ~ -

Well, I'm getting tat and old. 

(Laughter) Well, you've got a good ways to go to 
catch me on the ego part at least. 

Well --

How old ie your fAth er? 

Ei ghty- t wo. 

You don' t say ! 

Yeah. 

And still hale and henrty? 

Very. 

Ien't tha t tine. 

Yeah . I haven ' t CP.ught up with him yet. 

tlo . Thank you very much for calllng. 

Thank you. 
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H!Ur: 

Operator: 

HllJr: 
Marriner 
::coles : 

HI.IJ'r : 

H!!Jr: 

E: 

HUJr: 

E: 

Hl.!Jr: 

l'• 
~ . 

!{!&J'r: 

E: 

H!.!Jr: 

E: 

Hello. 

Go ahead . 

Hello . 

Hello. 

~ello, Uarriner. 

llarch l~, 19~9. 
12:~1 p. m. 

15 

Hello, Henry. Ronald reported a convereation tha t 
he had with you on Friday afternoon. 

That ' s right. 

And I called a meeting or the executive committee 
because it wae impossible to get the f ull committee 
i n here, down t h i s morning. 

Yeah. 

Now, Rancom is home sick end so I -- all I could do 
was to report to them the conver sation, ae ! under­
s tood it, which he had with you. 

Yeah. 

The - - we find that t he executive commit tee h~en 't 

got authority to let any bonds run orr. We ' d have 
to call the f ull committee in to consider the r.hole 
ques tion. Before doing that it was felt advisable 
that I -- that I talk with you to ssoertsln whether 
or not you thought 1t was -- we should do that and 
a l so Jus t what -- what was back or this ides or us 
sell ing our bonds. 

Well, I can ' t do i t on the phone, Uarriner. 

Well, would you l ike me t o oome over? 

Well, not now. There's no t -- I mean , thie i sn' t 
it isn't -- I mean -- I'd be glad t o see you t hie 
afternoon. 

Well, anytiae. But we 're Juet in a poeition her e 
that we'd have t o send out a call to get the r ull 
committee i n, because the -- the executive committee 
-- we have authority t o make ehi!te. 
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HKJr: 

E: 

HMJr: 

E: 

H!lJr: 

E: 

H'.!Jr: 

E: 

H!!Jr: 

E: 

HllJ'r: 

E: 

HI!J'r: 

E: 

HllJ'r: 
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We~l, how about --

And authority to lot b111e run -- rWl ott rather than 
buy t.hem at. par or bet.ter. 

Well, hOW about. t.hree titteen? 

Tbat. ' s all right.. 

Will t.hat. be o. K.? 

Yeah. 

Fine. 

Would you like ·me to come over alone or would you 
like me to bring someone? 

Anybody you teel like. 

Yeah. 

Anybody. 

Yeah. · All r ight. t.hen. Three fifteen. 

Yeah. 

I ' ll be over. 

0. K. 
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lllll!ZD S'1A'<ZS J;:i:P~Z."r OF -'GBIC1llti'lrl1i: 
l7.A.S:Sli:~OP. , D. C. 

.. 

Relet>.., - I=odia te :..iar<:h 13. 1339 

~rs ~ Sccrebey Seney A. !Oallacc befo re 
a coetlae; of tbe ?ood :md Grocor;r C?nf.:rc.,c:e 
Coorltt:c In Unah!.o-;ton, D.C., ll:lrc:ll 13, 1S3!1. 

i or n<srly fout· :-cax-s t he S.Jc.-ct.:.ey of .Arrlct.~turc bAG b.cn 

.'.U.tho:-i zed :1) Ul\6 nbat 1s !tnOrrn as Section 32 c oney froo the Cuotome 

!~cei ts to ~rir.& about the pl!rehate of m1.rUun foods and tL.e1r 

i.lotr!lr.:t!.o::: t ? i)I!Ople on relief. n..nn« tl:e p:>st three and a h:-.l f 

18 

.·~s .• beet 3 \il:.too> pounds of food have been y.u-chased and distributed 

t~~UGh Sta:e r~l,of nce~cie s . In coat caaea, we have dela1od ~~ 

c;o..si~ t ::c..,e sur,lua f?ods fro~t fnmera until !)rices fell t o 75 ).Or-

cent of pa ri ty and often we have dola_yod untU tb. p rice f ->11 to loss 

tha;J :;<; ;><: rccnt of pru-1 ~. Ordil14r1l.Y wo have ahi!9"d in cer load 

lo~s to tb<> at.:>tca 1f3llt111b tb.: f?od • 

.t..s =i;:ht be crpoc tcd the cfflclollC!' of ci1 stribution b7 tho 

s t ate rcl!cf agonc:l c a h::1s varied gro>atly. In """'" caaca we hnvo had 

co:>pla!.nta of wac t o bcc:JUoo i=!lic o suddenly received !'lOre food tb.on 

could :>e .·ept wi tb?ut spoiling. In other cases tilere haYe been CO<l-

>1:11..- ~a t:,,.~ t be people recelvir.« f ood el ther sold 1\ to ne1;thilora 

:>r -ave it t ') the= a:-.d thus l:!terfe r<td witt the re¢ar now o r 

~=de. 'l":ler e Ina al~ been the questic>:> aa t " whether the sur,1ua 

!"o:>d distributed did no t replace i n a~no neasure the rood alr~· 

beL,.-; ,>-.:rcl:aa<ld ~ tho fao1ly. 

1512-39 
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On tho whole, ho,.evor, I hnvo thoucl>t tho.t tho work of tho l'SCO 

ho.s boon very efficient o.nd that these complo.inta 11orc tho oxcoption 

rnthor than tho rulo. But it aeemod to ce that there was enough 

Justification of aoce of theae criticisca to warrant us in at leaat 

trjlnt; another approach .u an experiment . 

Ue p ropose therefore, under the author! ty already granted and 

with a part of the funds already available t o conduc t an e:tpericont 

in cooperation w1 th tho food trades. Togethe r , wo would di atri buto 

t ho surpluses to tho noody through the norcal wholocelo and rotail 

food channels. 

Tho conscionco of tbc kle rican people hnn long boon shocked b,y 

tho paradox of furcc ra icpov"riahed b,y ebundo.nco wbil o at tho anco tioo 

millions of consumer& were hungry for food which was rotting because 

the p rice for it would not pay the coat of harvesting and transportation. 

During ~~e past six conths representatives of the food trades have 

concerned the=selvea core about solving this probleo than ever before 

in history. The~ wo.nt to do so~ething tangible to show their full 

hearted ~pethy both for the farmer and the under- pr ivileged consucer. 

Certain plans havo boen worked out as a r esult of confer oncoa bot~oen 

roprosentativea of buoinoss and govornoont . At first no had 11 ttlo 

coro to eo on t.bo.n tho doslro to aecoopli ah aooetbing constructive, 

I reneobe r well laa t Decacber ceeting with l<li"'B o f the cenbare of the 

trade who are in thia rooo. We reached the Joint conclusion that i t 

was certain a wrzy could be found to usc the services of businees in 

cooperation with governnent , farcers, o.nd consurJors to serve the 

eoneral welfare core effectively, At that tice we knew the nature 

o f tho problca but we had no vory definite wcgoationa as to a aolution. 

Today we arc tallciag ovor ono particulnr typo of approach. 
Regraded Unclassified
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The proposed pl,llns aio d1 rectly at lncreaalng the domestic 

contUM9tion of su~lus food co~oditiea . I ssuance of the stamp• ~ll 

create purchasing power f or co~odHiea \Clich are surplus now not 

because the need for t~em dooa not exlot, but because the persona 

-.ho nood them most cannot buy them. Roeo rda of Public Health s ervices 

and atudlea by the llureau of Home Economlca Indicate ~<ideapreed 

malnutri t ion end undernourishment, particularly on the pert of children, 

In the hocea of needy families in every atate in the Uni on. Bsticatea 

have oeen made that cepy oilliona of people in the United States apond 

an average of $1.00 or less a wo~ for food. Think of it; lese than 

15 ccn ta a da,y per porson for food'. Such •.holly 1nedoquete expendi­

tures mean prico depressill« surpluaoa for f'amora and diots for low­

incomo f'amilios that era loss then tho minimum necessary to maintain 

adoquato standards of health. Tho proposed plan Is dcsi~od to rai so 

th1a avera&e to $1 . 50 a week per peraon for those eli(;ible to participate 

in the :>rogram. It is our sincere hope that this plan in operation will 

prove the coa t simple and practical method developed so fer for getting 

en incr~aed flow of surplus eerieulturel commoditi es into the hands 

of those who neod them. 

This is very definitely a cooporativo program, For somo months , 

in tho Dopartmont of AgricuHuro , ~<O hD.vo boon conBidering t1ays of in­

croasinc tho domes tic consumption of surplus agr icultural products. 

Your otm Commit tee also has been t;iving serious t hought to this same 

probl em fo r some time , We appreciate the many practical and helpful 

*U&&Oitionn Which have been ~e b'J meobora of your group. 

The Department of Aariculture hal boon siven oxcollont 

cooperation by official& of tho Department of Comcorce, the Vorka 
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Procreu J.dlllniatr .. tion, ~ the PubUo Seal th Serrlce. Secret...,. 

llorgenthsu baa been deeply lntereated in thla ... tter for ,. long tue. 

nlr1J16 the put month he hao taken an e~cls,lly actin peroonal 

part in helping ua work out the detalla ot tbla program ae it waa 

tllklng abape. Not only baa he concerned hlmaelt wl t h ..,ch 

mechanical mattero ao the printing and rede111Pt10D of the at&~~~Pa 117 

tho 'l'rea..,ry Department, but baa hao alao pledged ua the fuU ..,pport 

21 

of tho United Stateo Public Health Serrlce which 1a u:aler hla JuriadlcUon. 

J.ll Of ue in Gove rment appreciate the We)' in Clch the -bero 

of the tr&de groups have worlced w1 th ua on thla llllportant proble.. 

'lo rely upon your cooperation, 1nclud1J16 lnoreaoingly effecU ve ~~~ethodo 

of merchandizing, to make thia plan oucceaof\11, In turn you can rely 

upon the neceesary cooperation of government agencies. It is only 

through united effort that we can find the wa;y to plenty. 

It Ghould be underetood that the plan bore propoeed will not 

te)ce the place of th!l preeent J'SCO methode of purchaoes and dl a trlbution, 

except in thoee clUes where the otempo are ueed. 

I heve been contlmally delighted with the reports ot the 

mutually fine atti tude diepl a;yed by tbe repreaentativee of the 

different groupe. Having confidence in each other, they han got down 

to 1'10rlc on tbe mechanical details in a very effective we)'. 'lbe food 

tradea, I am confi dent , are going to d o their very beat to do a real 

Job of moving tho surplus in the o~lected citloe in ouch a manner 

as to demonotrate 'real efficiency to the public. 

'le all koow th'lt the gre,.teat pouiblllty of u paJldlng co~U~W~PUon 

1a with tbooe people ~o a re buyln& l eu th'Ul 15 centa worth ot food 
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jlOr da;r l'•r ~rs=. 'io h~ ~ ~1• rill ecae ~ &et Jobs 'bo>t 

= t ll thq do we bll'fe "' Job 1= pa!>llc healt h which we ca11110t ~ • 

.,..,..ci&l~ in Tiew td U.. fact that \be far.oero hue web gro&t IIUZ'i>lu.ea, 

.,4 so "" are propoai.z><; t o ~ a Join~ f root&l att&cll:, If this plan la 

!'.a~ necesa.'Ul, i t o:eaza d>&t the d;q 1s not far dist ant wben &11 

at tee ?COJllO of the t1. s. rill be adequatol.7 nourhhod. Our f,061 ~t 

... u 'be t o """ surplus f oods t o ao4 Ti t amin dofieioney in tho mu t<!d 

sutes. 'k bav" saz;>:W.S l:•::tte: 1rith ih abuod&llco of V1t&:c111 J. and D, 

=-r1._. eu;s with tboir .,.,., ... """ of 7i~ :B, &l1d surplu. cit~ f:uih 

::o1ci: a...-o such cxcellc.::.t sa:.r=e o f rlt a::dll c. Sborl~ of vttaal..c-rlcll 

~oo! 1s in q O?il11ol1 re:rpo:.sible for JOOZ"i> aidcncaa &l1d lack of abotll:ldi.!l&, 

!;OT<r".JJ ~ror;g in the CUed Stat<os tha.:l the ..,...iou. ldoda of prevontable 

CJsea.ses . !koat p.>Oplc £a o:>t right a:>d bebavo thcosolvoa rlth ordi.:u17 

= s.: ,.._ t..""C t."i.!:c t o 'be c TC...-flOI>"illc ,.1 th cbcnmd i ag bocl.l th. Gel1 Uo­

=· it ~ ""11 be U:.:.t 7<JO. a..-e ?innecrs in ono td t bo !OOst ai6JU.fieont 

~lie ha:.lth l:OT....ci!nt:s of cc.: t.i=e. 

22 

It see~s t o J:>Ot thAt U:c :IIIQ::l>crs td this confcr.>nco """"" the 

:~-A-,.,.,t:.l dp,fi=e to i:co.l.th o! propcrl.7 used surplus foocb . s-~rr 

IO='Oo>rr= c :::> illCro.;;.se h is poU>llc ho.ol.th GCrTico to undo,...llDUriohed .,.,._ 

=<>.-s. !:<c '7 ;;roes~ = i.:lc..""""""o hia economic sorTico to th.c f :.....,..s. 

You ;.:,TO before 7= ::. pl.= for eonsidcmU.on to bo t riod out 1= 

l::.l!' :. dtl1"" cities . ~ ;>l"'?"Kll is tlle ;>reduct o f long bow's of con­

s:ll t:.tic.::.. H c:bodics = bolp."'o.l CUQ;Oit iona vh icll hovo eaca froa tt:o 

t :-..lie c:"CU?• . 
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ftlr>M NpNMDtati.we of,.,. UD1\e4 8\ahe Depart;MD' of Acr1CIIIl&ve 

wbo haft .orA4 • t.Ul the v.M CI'O"llll oa a.aill beN &hie afterllOOil t.f 7Gil 

wiab to u-r AIQ' queUone llh1oh -., ocov to ;rev.. 

Af'er 70U have 411CU.III4 the pl&D ft ebo1114 like to have \hi 4eol,.. 

e1on of tha croup ae to wbether 1\ bae •nouctl aer1t to ·warrut go 1ft& abea4 

vUh your cooperation, 

rll 

.. 
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,, IHFOJUUriON FOa TBE PRESS 
., 

Uaited Stata Department of Agric:a1tan 2~ 

Boleaoe - Imaediate Vaehi~>&t ~n. D. C., March 13, 19>9 

PL.UIS FOB DPIBIIIi!A'AL PBOOIUIC 
OF StlRPWS DIS'l'Bl Bt:l'l'I ON .AllllOUNCED 

Following a meet ing today of the National Food and Grocery Conference Com-

cittoo which was attended by Henry A. Wallace, Secretary of Agriculture, and 

representatives of the 'l'reaaury Dapartment, the Yorke Progress Adminiatration, 

of Co111111eree, Secretary Wallace announced thAt the Department of 

to distribute surplus agricultural cammodi ties through normal 

trade cb&Mels in a limited nucber of cities upon an experimental baa1a. 

This will be done through the ia.uance of food atampa to need3 peraons 

public aid, as outlined in the plan which was considered and unanimously 

approved by the Food and Grocery Conference Committee todpy, The Committee 

raprcaenta all branchea of the food industry, including manufacturer&, wholesale~ 

and ia composed of Chairman J . ?ranlt Grimes, Blair Yilliaon, 

G. Ungaro, and Aaa Strause of Voluntpry Groups Institute; PPul Willis and Clarence 

Frencia for the Associated Grocery Mrnufncturers of America; Fred Maas~n ond 

Logon for the J ood Cbaina of America; John Pohlhaua and Mrs. R. M. Kiefer for 

the National Asaociati<>n of Retail Grocers; M. L. ToulJDe and Capt. John 1'yler for 

the National American Wholesale Grocero; and William M. D1Miller and Hector La<o 

the Cooperetive Food Distributor• of Am~ricn. 

The citiea in which the new plan for distribution through normal trade 

ehanneh will be tried will be announced in the near future. It vaa empha.ohed 

that participation by eligible fem il ie o will be upon a •oluntary baoio. 

1513-39 
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SOOW!Y 01 THE FOOD STAMP PLAB 

The ~ropoaal would gi ve l ow-income f amili eo now eligible f or publi c aoaiat-

edditional purchaaing power that could bll uaed • o obtain onl:y eurplue 

a&ricultural cOJDmOdit iea in addition to their uaual toad purchases. 'l'hh purchaein& 

power would be prorlded in the for., of at&JQPe, redeeu.ble b:y the GoYer.,...,nt and 

acceptable in grocer:y storea ~nd oimilar regular retail food outlet s , in exch• nge 

cert ain food producta officially designated aa surplus commoditiee. The etampa 

issued only to persona receiving or certified for publ ic easi ot onco -­

State, or locel. Po.r t ~f t he fun~ .• nlready avl'.ileble t o the J'ederN. 

own>J.ua Commodities Corpor~tion for surplus r emovl'l operations woQld be uaed tr 

r1••&D.ee redeaption of t he surplus coMOodity stempe. 

•ben details are completely worked out with food industry groupe and the 

e and Fsderal agencies concerned, the experimont will be t r ied in a few 

~epretlentative cities. According to present plana, the cities wi ll be of Y&r:ying 

fro:n 50,000 up, and will be in widely eeparated areaa. 

In these cities the ueual direct distribution by the FSCC probabl;y will be 

noocc>n<iaued during the ceurae of the experi:nent. The J'SCC would not take a hand 

11Urplusea, but wculd confine itself to put ting 

purchasing power into the banda of properly certified fami l i es and to 

1e••1gnaloit~ commodi ties aa aurplue. The surplu1 products sold b: f r od et oree 

in r egular wholeaa.l.e and r etail t r Ade cbnnnela, in the sall8 w:r aa other 

There would be no effort on the part of the Go•erm~ent to fix aalea 

PrllCe•a or margins for the designated ourplua couoditiee. Increased Yoluae of 

aalea would be counted upon to bring about a reduction of margina. Official• 

the greatest potenti al value of the pl ena will be r ealized if all coneuaer a 

thereby enabled to increase their purcba eea of eurplua coJI.CIOdi tie a. Under web 
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circuaatancea, they pointed out, expenditure of a dollar of ~•ernment money WOUld 

brine about more wrplua dhtribution than it don UDder the present program. 

Oftlciala eapheahed that, except in tho experimental areae, l'SCO aurplua 

rmoo.al and d!atribution will continuo aa in the peat. 

There are three variations of the plan. Each ia e xpected ~ be given a 

in one or more citiea. All ot the variante, however, are baaed on the aame 

aurplua farm products. The chief dlf'!orencea He in the methcd or gettinc 

amps into the hande or eligible low-income familiea. According to present plano 

atompa for purchasing aurplus products would be bl ue. 

Two of the three methode proposed pr ovide for issuing the blue atampa only 

eligible persona who buy orange atam:>a which a.re &ood for the purchaae of any 

whether aurplua or not. The purpoae of iaeulng orange ate.mpa would be to 

aura that familiae rece iving blue ate.mpa did not use them to replace customary 

Under one of tho pl!Ul&, e ligible persona >~hO made appliCP.tion would 

cecen•e orange stAmps, dollar-foi'-dollar, in He'll of a portion of their IG'A wage or 

persona would buy orange atempa for caah. In both these caaea. blue 

relief payment. Under the ~ther, the eligiblefetamps good for purchaae of 

Nrp<tt& foods >Jould be iosued to peraone buying orange stliDps in n ratio of one 

at8mp for every two orange ste.mpe bought. The third method providee for 

laeUNtce "f blue atMJP• only. Studies of the cperation ot tho latter method are 

to ahow whether the uae of t he oranse atempa is neceaaary to prevent the 

IW'J>I.ua purcheoeo from displacing regular food purcheaea. 

Uaing the first of the three 118thoda aa an oumple, the experimental progra 

opere te about as follo>~el 

Any peraon certified aa eligible for public aeaistonce could spply for orange 

at'""l'' in plece of an equivalent amount of hia caah we.ge or peyment. :St\ch o! the 

a would have a face vllue of 25 centa Md would be accepted in exch~ for 

at r etail food atorea . With each t wo orange atempa, an applicant would 

ive one blue atamp, which alao would have a face value of 25 centa. 'l'he blue 

nompa. whlch would be redeemable from l'SCC tunda, would cive the recipient extra 

pw·cllaall"" power that could be uaed onl7 to buy deaipated aurplua !arm producta. 
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The otempa would be issued in book&, and each book would contain both •ranee 

According to present plana , the bookl will be issued in aix 

donol!linationll 

n 
worth of orange stamps (16 s t ampa) and $2 worth of blue stRmpe (8 atempe) 

6 worth of orange st~ps and $3 worth of blue stamps 
worth of orange stamps and $4 worth of blue atamps 

$10 worth of orange stamps and $5 worth of blue at omps 
$12 worth of orange stamps and $6 worth of blue stomps 
$15 worth of orange atampa nnd $7.50 worth of blue stP~P 

The vnlue of or!ID&e atamps iaaued to All)' applicant would depend on the llU.Ober 

Studies bt>.ve indicated tht-.t the nver~e fi\IIIU.y on relief 

leas per week per porao.n for food. The minimum value of orange 

thAt cnn bo issued will be Oil tho bnaia of $1 par wo ok por person. For ox­

A WPA worker with a wife alld two ehildroll would bo eligible to purchAse $4 · 

of orallgo st0111ps onch week. Ho could not buy smaller amounts, for t hAt might 

posaiblo A reduction of his prosont cnah orpond1turoa for food. Ho could, 

buy lnrgor omounta . Assuming he waa pa id twieo n month, rocoivod $20 onoh 

drv rnd oloctod t o rcooivo stnmps , ho could, according to the millilllllm roC(Ul.ro­

' got $12 ill cash and n book with $8 worth of or ange stacps plus $4 vorth of 

Under this systc~, f i'Jn1lieo r oeoiving atacps would bo spollding at 

parson per wook for food nlld, through uao of tho blue stomps, would bo 

tting a t l ooat nn Additional 50 cants wor th of aurplua eo~~~moditios for onch poraoa. 

Rogula t iona for us ing tho stomps will bo dos1gnod to dovetail as cloaoly aa 

iblo with normal operations of tho food trndo nnd to provont nny possible mil­

of tho atnmpa , Mcthods~olltntivoly ngrood upon i ncl ude tho following! 

Govcr~ont ncoounts will bo aot up through which stomps can bo rodoamed. It 

can bo 1<orkod out locnlly for mo rehenta to cash atN:>po thro'Q&h 

Zf!orte nro baing onde to work out arrangQQGilta tor red~tion of omall 

mount;a through loeal poet off ice• to supplooont t hnt aet!lod. 
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'1'bo orqo atnrpa will be good tor the pureht>ae of 03J¥ ldD4 ef f ood nt :teta.ll 

atorea , except f ood t o be eonsUII8d on the premilea, aa in " rest l\Ul'N>t. l!euaabold 

necessities uauollr purcbaaed in grocery otorea, such as starch end aonp, IDll7 be 

pu.r eht>aod with tho oronce otompa, but 110t boor , v ine , liquor nnd tobneeo . !l'be 

st••mps will be good only f or the purobtleo of commodities designated at surplus . 

An ofticiel Hat of eurplua colllllloditiea vill bo iaoued by the SoeretDJ7 ~f 

lio book ot atnmpa IDll7 be sold by t he holdor or tranaferrod in any otbor v~q. 

To bo accepted, a stamp must bo dotl\Cbod from the book at the timo tho pur-

In order to continue rocoiving boob of etampo1 tho npplic~.nt muot turn in 

i ssuing ngency an ompty book for oneh new book, with tho oxeopt 1on thnt 

book for tho period ioeo41~tely preceding nood not bo turuod in. Offieiola 

this would gunrd ngninst intorterenco with rogulnr food purchases a t oo=o 

Under tho ot bor two • nrintiona of tho plan, tho &NIIo gonor el outline nnd moat 

t ho dotnils would be followed. In citioo whore orr.ngo stamps 1\l'e sold directly 

cash, tho books will be ofterod for snlo to certified ollgibl oa nt heedquertera 

tho vnr ious roliot ogoncloa . In cltiee whcro no oronco etAmps nro laauod, tho 

• 
aurplUa • tN>pl Will be iaiUCd to eligible flll:lilies v ho "C%'18 to UIO tho 

to aupplooent usunl purchaaoa. 

In nll eitlos, &n ioportnnt part of the oxporicent will be atudiae &! d&-

opora t iona and r eaulta , froo t ho atnndpolnt both of nutrition and of in-

' 
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U:>itod States Departocmt of A«t'iculture 
:?ederal Surplus CoorJOdi tlea Col'J.>oratlon 

FROPOSED PLAN FOR DISTRtBUTING 
March 13, 1939 

SURPLUS J.GRICULTURAL COlliiOOITIES TO l!E!:':DY Pt;RSO!IS 
TMROUGH !IOPl!AL \'YI!OLESALE AND RETAIL Cl!AN''ELS OF TRADE 

Tho Federal Surplus Commoditioa Co~poPation, under authority 

r.r nnted to tho Secret a.ry of Agriculture by Section 32 of Fublic Law No . 

320 of tho 74th Con£tress , as amended , and Ylith funds transferred by him, 

is now purchasing certain surplus agricultural commodities and donating 

theo t o the several Sta~9s for diotribution for relief purposes . Under 

this nuthoritv ancl in a l i~!tod numbor of citi es it is now proposed to 

t ry various experimental plans !:'or tt.e dietribution or surplus co..,odi-

ties to noody ~nd under- nourished poroons throuv.h t he normal wholesale 

and r otnl l channels of trade. The ar~esaivo help of businoss is noeded 

to incroaao U•e domestic consumntion of surplus nr.r i cul tural products . 

One such plan woul d involvo tho issuance of a boov of commodity 

29 

atruuoa to oor sons now r eceiving var ious forms of publio assistance . Part 

of tho stamps in the book would bo oolorod or &n{.O and would be cood for 

the purchase of any food baing sold at gr ocery storas . Any person re ­

coiving public aid could b~ for any one pay- por iod orange st amps of a 

total value oqt~l to $1. 00 por wook for oach mombor of tho family . 

This formula would be used to dotormino tho minim~ amount which the 

porson r oooiving public aid would ba oli~iblo to purohaso but would not 

neeosaarily r opro•ont t.he maximum. A• n or~oticnl mottor It is probabl~ 

thot f'?w o~rsons tn this i ncoroo atntua .,ould, or could afford to purcho.ac 

mor~ . Uow~v~r, sine ~ sane r~ilios do oxnond a r-r oot)r proportion of t heir 

inco~ on r ood t~~n oth~rs , al l f•mil1es could purchase orange atamps 

ocu3l in volue to ~1 .~ for o~ch ~~bor of tho fnmily for o&ch wook or 
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could purchi. e'> oppro.<1mo.~el:r hslt again sa many or~e stamps if tho 

need actually e1:istod . Tho remainder or the stomps in tte book would 

30 

be colored blue and ~ould be good only 1n exchange for d~st!cally 

produced ngricultural commodities declared t o be aurvlus by the Snore­

tory ol" ~r1eull.ur J a11d hovins definite nutri tive and llc·alth-protectivt 

values. All stamps would have o value ot t'N6nty-f1vu ee>nts ( 25!"). 

\'11th cech pw·chnae of c.rnngo stWilps the purchaa<'r would recc ivo blu e 

oto.mps , zood only for ~urplus ccmn!odittoo, in nn '>~~~ount equal to f if t y 

percent of the onngu ottlolllps purehnscd. Thua, a !'8l!l1ly of Jbur which 

rcco iv.~ ~:ZO t.w lc ol c 'IIOnth <:ould purehaac a min!.mwD of $8.00 worth 01' 

ornngo st:.unps tor th~t p.:>rivd, and in th&t cnu<. would be giv.n nn oddl ­

tlone.l $4 . 00 \'IOrth ot' !)lUu stamps which ·,tould bo aood fOl' t h,. purcMO~ 

of surplus t\gr1~uJ.tur•>l pro<\ucto . A r olutivc ly cimpl<. plau to cn••bl i• 

ret~U .. r s to reed ·•~ poymunt en tb:> stQJilp:l lc propos >d and tb., n:>tuN 

or tb~ r:bol. plan is sue~ that i t t":Ould '>c. ... conOII.icol to :>d!llni a~ •. r . 

All grocc.ry stor.::J dt siring to do oo could portiCi J)(lt .:. Tbin plan 

would h:;vc th·' ~dv'lnt '8• , through tt~ usc of t ho <WO kinds or otnmps , 

ot not only rnnlntot r i nc; ut 1· ast o pp·ru,.im.ltvly 1<h , prvocnt rn te or 

<>l<pondituroO fc.r 'lll foodo, b\lt uf proviJing un oppor t unity to pure hose 

··nd u=-> su.:oplus collllllodHh•s tt.· t will supply volu 11:1., additi ons to tlto 

d1vtc or low- incom, p.:opl . :::.rm.:r3 producl.J'.a c01111:1odit1 ... s ••bich ar. 

nO"" surplus would f .. u l tt ... r. suJ.ts of such o plan prompl<lY b-cousu of 

tho oxpandod m-:rkot do".mcmd r or tllo.~ir producta . Tb ... llc.:>ltlt of n<lcdy 

llnd undLrnourlsb. d flllll111••8 would bo c ons i dorobly improvud at tho ellm" tlmo . 
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Tho follO•tinp et~ps •nd l!IOch•nioe -ro proposed for puttint; the 

plan into oneration: 

A. ! rade an~ or~ducer reactions to , and SUF~estions oonoorning 

tho plan set forth below will be sourftt and advioo solicited as to tho 

• r eea in r.hich tro plnn ehould be put into offoot on an experimental 

boe1s . If it is felt that suo:·, a progrrun merits a. trial , interostod 

govornmentol ogo~oio s outeido the Deportment of AGriculture will bo oon­

aultod with r~for•nco to tho moch~1ios of this pro~osnl as it affoote 

thoir operations . 
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B. !t is proposed t :At a limited number of cities be selootod oe 

oxporimontal a.ro~s, r~nr.ing in po,ulotion up~d from 5C , OOO , at lon•t 

ono or two of which ehould hnvo as ono of i ta prirnnr_v sources of inoomo 

oprioultur• 1 b'O~ countr y, to get th~ grontoat oxporimenta.l value from 

t ho f~Joors ' stnndnol nt . Such ~lomo~ts ne tho pr obable dogroo of oooporo­

tlon which could b~ counted uoon !'ron whnloer.l o nnd r~tnil food mon , 

br r\Yors , loc~l civic bodies , ~d the loc•l ~d Stato welfare officials 

should b~ yivon Ct" r .;ful oonsidorntion. 

c. If th~ suoport of tho trodo nssooiotion nnd pr oducer groupe 

is ns;ur~d •~d if n d~oision is ~do to t ry to put tho plan into operation, 

tho oxp~rimontol cit~os will bo se loctod and t ho following stopa will bo 

tnkon in Jach cror . 

D. A ~~tL~g of ropr~scntativos of tho wholosalo and r etail food 

buainoss , Chcmbor of Commoroo offioinla, looe>l nowopapor oditors , bonkora , 

n loonl nut r i tionist or homo oconomht, a r oproaontntivo of tho publio 

honlth sorvico , and a r~prosontntivc of tho kod Cross . will bo sohodulod, 

•t which t!mo th,: surplus problan and l.lllldoque>to diot or low-inoomo 
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people 11111 be discussed and the follo:dng proposal outlined. 

1. Tha.t local food retailers will handle the dist.ribution of 

all surplus commodities as distinguiehed from uny plan that rrould not 

include them. 

2 . That no effort at fixing sales prices or llll\l'gins t:ill be 

a:.:.de by tho Administration. It would count, however, upon the n..~turo.l 

r.orking of cconooic la~ to bring about a decreeoe in mcrgins be~use of 

tho incre::.sed volu:oe or business pessing through retail stores , The 

grentest potenti::.l vnlue of the :>l ens ;:ill be r ealized if, bec;:,usc of 

mcrchruldising, all conourners nrc onablod to increase their 

and consulnption of surpluc coounceitiau . Under such cir cum­

sto.ncos a dollar of govortw;ent monoy 11ould produco o grco.tor r esult 

then t hat which tc.kcs place under tho prosont progrum. 

3 . Tlnt c.ll food rcto.ilors, llholoonlcr: 1 o.nd loc<:l ne.:spnpors 

furniohed 11ith t. bulletin i n ·o~hich cor.moditics designated cs 
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by tho Socrctnr:r or Agricul turo 17ill be listed . These lists ·.-ill 

be r evised f r om time to tioe but at no tlOrO froqucnt i:>ter vals tht.n ncces-

1ihcrc such changes -nrc a.lda, r t)I'.SOMblo notice 1:ill bo given so tl~t 

tradoo mny govern thooselvos nccordingly. 

4. Per sons on t:ork or dir oct roliof (uithor Fcdcrcl, St:>.te, or 

nooor pursor!l certifi ed aa aligiblo for 110rk or direct relief but 

not ac tually r eceiving aid; and poroons rocoivlllS Social Scouritr ·bonefits 

trho or o in nocd of cdditiorutl aid, r.ill bo olig i blo for the benefits of 

this proposed pl£.n . 
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5 . Sta_~s approximately .84 of an inch by 1 .44 inches will be 

printed \thlch \fill cont a in the followin& ..,rd.ill81 

•?or uoe in accor dance with r e(lU].at1one of the Socrotney 
of At;llicuJ,ture of the United States.• 

Two corners of the stacpe w111 be decorated with the lett era U. S. and 

tvo co rners >:ill contnin the figure 25¢. An appropri a t e desic;n l'lill bo 

made \\P ~d the t•ords "Food Cor.rno<flty Stamp" will appear as will the 

words "United :Effort - Tho tlay to Plonty11 , Rocru).ations in connection 

•4 th tho usc of the stacpa vlll bo p rintod on tho ine1do and outside 

back cover of oac.'> book. T'.lo stacps which will bo good for all eo.,_ 
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moditlos lfill havo nn orall{tO baclq:rourui and \/i ll bo printod in black. 

rno str.mps \·t!lich d ll bo good fo r surplus commod1tie s only will contain 

tho sru.10 ,,.., rdincr as tito orange stamps and will bo deco r ated in tho snmo 

manner except that there \'/ill be a blue bac!:ground. 

6 . An appropriate design, showing tho figures of a fa=er, 

a eonsuaer and a storekocpor, will be printod on the cover of oach 

etamp ~ook. Thiu \/111 sorvo to distinguish and identify ~'>o books . 

? • Both typo a of at&L1ps ••111 bo ieauod in po r fo r atod shoot& ot 

oit;ht 1Ji th a perforated MrsJ.n on tho l oft sido of tho shoot which can bo 
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bo\U'Id w1 th stnples to n front and lx!ck cover . Bctrteen the sheets of 

stn.mps , which w11l conU.in muc1.l.age, 'l7ill be transpcrent glue rc&isting 

sheets . 

8 . Books of otn<:>ps containing ~>4.00 worth of or:-.ngo colored 

stn.mps and $2 .00 ttorth of blue st.:-.mps {16 and 8 ot.:-.mps or tno sheets 

nnd one sheet, respectively) uill be m=.de up, o.s tlill books of ~6 .00 

uorth of or.;mgo strunps r.nd $3 .00 r.orth of blue (24 nnd l2 stamps or 

threo sheets nnd one ond ono-hnl!' sheet&, reopoctivoly) end booke of 

CS.OO r.or th of or.:mgo stamps c.nd $4 .00 r.orth of bluo (J~ c.nd 16 sto.ops 

or four ahect.:~ ru~d t\lo ~hollts , respectively), books of ClO.OO r.orth of 

orr.ngo stnmps v.nd $5 .00 v:ortb of blue {40 ~.nd 20 ctc.mp~ or five shoots 

end t\~O c.nd onc-ht,l£ shuota, rcspoctively), books of $1~ .00 r:orth of 

orange stomps =d $6.00 >:orth of blue {48 and 24 stt.nps or s b: sbeots 

end three sheets, rcspoctlvoly), <.nd of $15.00 ;:orth of orcngo st..~ps 

and ~ .50 ;;orth of bluo (60 cnci JO st=ps or 7-l/2 c.nd J - 3/4 s!loota, 

roopcctivoly) . 

9 . Appropriu t o government cccounts ftil l bo set up from r:hich 

redemption pcyr.~onts for uaod st.mps cc.n be mcdo. 

10. Since t he bost nvcU::blo figures indicate tr-'lt thc evc.rngc 

fc.mil;r receiving public eosist::nc" expends for food cpJ)rO.~~tcly $1 .00 

per 1100k por p()rson, cr loss , and since rcsccrch indicntes thc.t 1:n ox­

pcndituro of cpproxir~tuly $1. 50 13 roquircd for ooch urbcn parson in 

order to got tho cini~um diot necosscry for cdoquo.to he&lth, it is pro­

posed to =ko avdlnblo to persons eligible for tho bcncfi ta of thit 

plcn, :us n ainimuo, only thoso books t:hich contein o~o sUlrlps in an 

=aunt opproxi.aetoly cquo.l. to tho totc.l of $1 .00 por ucok for occh 

34 
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member of the far.ily . As set for th a"ove , with oaoh aueh pureht.ae of 

ore"'" stamps thore m 11 be included in the book blue stamps total in« 

5(\ porcent of the vl\lve of tho orange stanos . (~1 . 1'. A. workers , who 
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ore paid twice a month ~11 be eli(ible on oach pav day to b~ n aupply 

of oranro stamps ouffictent for the half-month period. Eneh such pur ­

chna~ must bs nt the rnte of nt l east $1 .00 per w& )k for oaeh mombor of 

the faz:>ily . ) As nn oxnmplo , n w. ? . A. "orkor whose _fnmily is made up 

of four persons including h~~lf, who ~oa ~ c ~onth, will r eceive 

t zo in wnges on onch pay dny . In t he past hi a oxpondi tures for food 1\Avo 

prob11bly boon at tho r nto of nppr oxinatcl y 4$4 .00 c. vrool- ($1.00 per wook 

for OAoh membe r of the fwnily) nnd ho would under t hi s plnn bo eligible 

to purchl'so nn $8 .00 book of ornngo atnmpa w1 th which thoro "ould bo 

riven hin without c~·.rr;o , in liou of surplua oo:rr.oditi~s he i s ncm 

ollriblo to r >c oivo ot~tido the nornel ch~~ola of trndc, $4 .00 worth of 

bluo stnros . Tl,~ CX"'3r'ldlturo of th" t12 . 00 in ste.nps for food would 

r~ eult in briny.!n y to :ll.50 n T<ecl- the cxoondituro for cnch 100mbor of 

tho fnmily , or t •w m\ n i i'IU.'Il n oo~ssnrY to l'lllintr in 'dco\Ult o l y the honlth 

or rn urb~n n~rson . 

A sir<pl" fono for ox>eution by w. P. A. t.'Orl-ors will bo prlnt3d 

1n substantiQlly tho fo lloni~s fo~: 
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"I hereby certify thr.t I o.m supporting a family of ...,.-,..--,• 
includins tnysolf . I am t herafol·e entitled to buy one book of 
Commodity Stamps con taining: 

( ) C 1, .00 11orth of crenae colored Commodity Stamps 

H $ 6 .00 II II II II II II 

~ 8 . 00 II II II II II " 
( ) $10 .00 II II " II II II 

( ) $12 .00 ... II II II " II 

( ) $15 .0J II II " II II " 
(Check the v-~u~ of the book to which you are enti tle<l.) 

11i'leese deduct $ from r:J::f 11agcs nnd usc this sum to 
purcho.~e for De c book of Cor.wcxii t y Stl>m;>s good in excmnl!o) 
for food in th" a.~ount checked nbovo . It is und<!rstocxi t!Jat 
thor~ l'lill be a<i:ied to the ornnge stamps purchased, blue st<!mps 
coorl for surplus c0111111odities doneted by tho Secretary of Agri­
culture of the veJ.ue oc;ual to one-hnlf of the price p:1id for 
tho orange surumps . 

( ) I Ttill &ko si3"ed r equeats for stamps befor e each pay 
do.r. 

( ) Plt1csc mnke t he same deduction from nty pay each ?aY day 
end purchAse tho sruno azoount of Commodity Sta!:lps for mG 
until I notify you otherwise . 

(Check l or 2) 

----A""d""ar'""· ,-0-s-s-- --, 

ll. Tirnokeope:rs or foro,.,on on l7 .P .A pro,jcct~: will bo instructed 

to advise 1/ .P .A. florkcrs of their opportw1ity to got ouch commodity stamps 

if request is ~c ir. r.Titing . Th-:ly vlll ecccpt c.nd transmit "ith time 

sheets nll such r.rittcn r cc;ucsts r.hich they r ecoivo prior to the time tho 

vork records o.re s<:nt to ~he District office or tbo Trcesury Accounts 

o1'l.'ico for payroll purposes . NotAtion vUl bo DOdo on t!le payroll of ill 
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workers who have made the r 9quest and the amounts indicated will be de ­

ducted rr om the wages to be paid. In t~e envelope in which the Treasury 

cheok in the reduged amgunt will be s~nt to the wor ker , there will also 

be included tho. co~odity stamp book • 

• 

12. Aft·,r the plM gooa into effeot similar deductions oan be 

oado oach pay d~v if the workor ao oloota or a blank printed roquoat 

form could bo sent in his pny cnv~ lopo with instructions to fill it out 

•nd r!vo it to his fora~ as soon as possible so that requests could bo 

r ocoivod in the oa.vroll off'ice and the nocoasnry action te.kon during all 

of the interim botwo>.n PllY ;>eriodo rothor th.nn on tho last f ovt dnya . 

1;\, Wit~ r ec i pients of ~tn.tu and lco lll direct roliof, and bono­

fici~rioa of old RfO , aid t o tho blind and nid to dependent children pro­

~rama of tho Social Security Board, tho mooha.nioa might prove mor o diffi ­

cult from a rovcr~entnl point of viow. It is boliuvod, howover , thnt 

aatiafootory fisc:U and e.ccoW>ting e.rrP.DgCIIIOnta onn be =do botwo~n tho 

various agoncios involved, 

14. Tho Fedor o.l Surplus COl:lmoditios Corportttion will ask tho loolll 

wnlfar o ngonoios to ngroo not to r oduco tho rumount of assistrunco being 

r cndorod in individual o~soa unloas in n particular individual coso ciroum­

atMcos oxistod Tlhich YJOuld hovo •.mrr11ntod r eduction of tho nmoW\t if the 

Surolus Commodity Stamns vrero not boinp; ~tivon . Tho ~~grco.,..,nt •rould nleo 

pr ov!do that strr.~ bno~s will bo -1v~n only to ol ijtiblo poraons ruod thnt 

th> r or;ulo.t\ona of th·' S>crut• ry of AJ:rioulturo will bo observed. 
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15. On tha f ront cover of tho book would appear in hea.vy l ot-

taring the .:ords "Corrnodi t;r Stamps" and the deoign described o.bovo. 

Directly below Ytoulrl nppeo.r the following langw~ge: 

'"The orange stamps contained in this book are issued tQ 
tho person ubose name op~s on the inside cover for 
usc t~-.r hill in exchange for food t.nd will bo evi;icncc of 
o claim ngr.inst U1o United States in accordance with the 
r.nrrnnty ~ct forth on tho fcco thoroof wbOn used for tbot 
pu-posc . The bluo sto.cps contained in this' book have 
~en issued by the United Sto.toa of Al:lcrica egcinst funds 
c.ppropri<.tcd. ur.dor Section 32 of Public La::; No . 320 of 
tho 71. th Cor:gress, eo MOndod, and as supplcoontod b;r 
Public Lc.l:' llo. 165, 75th Cor.gress , as emended, nne ns 
authori:~'d by tho Secrotc.ry of Agriculture c.nd nill nlso 
ovidonce c cl.D..im aga inst tho United Stat~s ;;hen used in 
exchcngo for fr.>od ." 

16. Purchllsors of tho books ~>ill be required to sign th~ir 

n line pr o•."idcd on tho inoido cover of each book, over <~hich 

follo·.ving stctoJJcnt ·.:ill up1x:c.r : 

"I horeb'; certify tl'.:.t 1 ~ entitled to thls book of 
stacps; thct I will usc tho stcmps in this book in 
o.xc:>Mg<l for food; tht.t I ~rill not attcr;pt to di::po~e of 
thc.'CI in my other t:e.y; that I •·ill usc the blu~ ct:wps 
~~iusively in oxc~~o for food co~odities declared to 
be s:1rpl\:s by thol Socroto.ry of Agriculture ; ::.rid t!lat I 
rtill dot<:cn th<. stc.ops only at tho tin:o the ox"'•'m;;o is 
m::d.:! =d in tho presence of tho corchant mE.king tho c:t­
cht'.nge. I understand that i.f theao rules eru not .follo:rcd, 
I shall not bo abl e to r ocoivo Commodity Steeps in t hu 
future . 

tl --------
17 . Food merchants 1vill roquiro that st.nmp~ bo detached i.n 

presence at tho tice purc!lasos aro ctl.do nne! nill not honor sta.op:1 
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ll~ the l'odc r>l ::;ul'plun C'>lllll!OtUti<-3 Coeyorc.tt"n uuff1e 1ontly l(lrgo to 

Jl¢nU t 20 st·.mrs to be pa:::t<ld thor •• ..,. Dttt<.rmt eo.rds will b ... uo<'d 

" l h r~ty e,rtlfy tl:r.t 1.!1 3t•.JIIp:l "\!Ci:t ... d t <. tbiS e:ud 
w: t .. ml .d jn xe1!:1D.;- t -. 1· f' 1 d in th .. • :;t~ r,;: l ,..c"\t •:d o.t 
t.k '\ .. h_lr,•o.; s h '1¥!. b .. l . ·..- ; r fl"v-1:1 tb! n.Jr¢b."'\Jlt (t~ilion'm, 
1:11·i' r, "tc .) wh.,~s;., vrineipnl pl·~co .f i.>u!lin:.as is o.t 
t.!• ... ·.U.\r. u~ ob ·n&\ b-1· \'l i t hnt th .. t:ftWI1Jl3 wur c dt. t~chnd 
• t. tl.~ t.im.o th' ... xch!" n~. t,r..:.o u :lth ; 'UlU tllnt nnid et'l.lfl.!)t1 

·~ •• · lh ~ u:-: .... d. r ... r -:;r.~· t.U.:.tr purp~S(.;. c. r n s o m .... :1na .. r L ff~ct. .. 
L..c.· '-l)' tt.. r · ~.r:--L; l:.mt . 1 ~l.J ... undt:r ato.nd t: .ot nn:,r 
:;~ ,c.ry :::t ~r~ .r bu~1r. oa 1' 1 m wJ.1ei. vi ... Ltua t 4< 3" rul< • 
w1ll ~: Wl'.l>l~ t · p<.rticl)f: t · tn tJ:is pl:m in tile I'U~ur·- · 

City 

• 
-s"'· t"':l""t-.,--
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19. The cards on which blue stamps will be affixed will contain 

s statetlont substantially as follous at the bottom, rlh.lcb each such food 

merchnnt Tlill be required to sign: 

"I hereby certify that t he stamps affixed to this card 
r;ore used in excluulgo for t'ood in the store located at 
the address shor.n bolon; that tho stamps r.ere dcteched 
at th" time tha exchange \'ta& made; that t hcso stamps 
r:cr c usod ~cluDivoly in exchange for food coll!lllO<litics 
daclJJ.r(;d to bo surplus and purehs.scd by tho Socrctnry 
of Acrieulturc; =d tint said stlu:lps vcrc not use-d for 
any other ;>urpcse or as a ccc.ns of effecting any other 
arrango~:<C..,t . I also undorste.nd that c.ey 3TOCcry store 
uhich violc.tue those rules ~:ill be unnble to partiei)Xlto 
in this plan in tho futuro. 

Ovmor or representative 

Addruss of Storo City 
-----, State 

20. If a mcrchru\t docs not have c. bank account or has a curd 

containing lues t!J..-.n t.:onty (20) stamps on \:hich he must rccli3c his 

conoy, it is hop.."'<i that ttrre.ngocont.s can bo r.ruie by \.'hich he .. .,y r o-

dco" that cArd at the noercst Post Office upon jlN);JOr idcntific.:ttion 

by executing e proscribed voucher form . 

21. "Retail food stores" , as used horoin, sh£.11 ooan ::.ny store, 

shop, e.nd oo forth, v:hore e. food and grocery r otc.ilor C"l'rios on the 

buzinoss of selling food or grocery produeta to conoumors end not for 

t!x. purpose of rcst.le 1.n any form. No strunpo sllt'.ll bo good for food 

in r csto.ur: nts, do!ic~tcsscns, e.nd ao forth, for consuoption on the 

pr ... aicos . 

22. "7c.od" , as used herein, sh.-.11 a:o= any co:a:oodit;r sold in 
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such r<>t:~il 3t\ N S f ( r int<,rn!ll hum.:m n• noumpti ~n, >~llich is nc:.t t J 

bo consumed un tho pr!lllliec s ( sucb !lS in r uataura.nt3 , dolicatossc:.na or 

drugs t ores ) and a le, stall b~ c : nstru~ t~ moan hous~h~ld nvccsait i c e 

usU!llly purcb:lscd in grccory st;;rcs such cs ooop, st3rch, lllld s o t c rth, 

but sh&ll n<. t inclu~u win1s, liquors, bsor, ~r :.th~r alc ( h; lic b<.vc rages , 

or tob:~cco in any r ,·rm. 

:.>). Sinc·J W. I'.A. workers nrc paid t wice n m<>nth ; and :Jinco por­

sono c:.n St u t~ vr l oc a l roli~t r e ceiv e t heir poyDOnts in scmo casco nt 

1ntorv·o.ls vf a w.:ok, tn G· mo cnsos twice.: c m<.nth, and in <thc r c.as' a 

onco e !tenth; c :1.l sine" paymonts t o tl~e ~ra•,nll in the ditt r c..'lt gr~ups 

very c<>nsidcrobly; it oppnt.r3 t " bo docirnbl,> t u insuc t!tc bcJks :>t 

stomps in t hu dc.rl<Jm1nntions ne t f o1-th ob, v c . F."vc!"'J off<•rt will bo ""'do, 

ht.~wovor, t t. !'illv .J P.l.t'O ns 1r, the -vari _.~uo grc.ups purehaco ;..runge s t:lftipn 

on ~ech pay 1ny t<. t~ling ~ minimum "r ~1 . 00 por w"ok fer ·~eh mcmbor or 

t ho t:llllily . It llll:l !>c. noc cs34T'.t t-· =1 t until th~ <.pcrnti c.n t f t he 

plan s ots under WtlY t o tlov!so d;,f1nitc moons c·t a ssuring t h . purcbo.ao 

r.. t th?.t amount c f '.rlll\8•· zto.mps (,:1 ~.:l.ch auco~sa1vo p!l.Y dc,y, in :. rdC'r 

t v be ccrt~in t n~t tho diatributicn < 1' tho blu-> otumps is c.-f:l'~cting 

'l n~t iucr cnsc in C<n8W>>ptlcu :md th::t they uru nul. be ing " sc.d <luring 

t he subscquwt pay pori •.J t .;r t <-...d ;>~~rchtlsos which wculd n~rmnlly 

hove b$~0 poi~ t vr ~ut ct ~n..,y subsequent l y reco1Ycd. 

24 . N~ ch~~ wi l l b~ given by morctonts in ecnnocticn with 

tho CXChnn8~ <f fvud f -'1' .l!eh~r <MJJgO c r bluo ~t:mps . ln any inal.:lDCO 
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in which th,, t r>t nl ~xohnng<. r f curu:u.ditlvs t . bn m::~dc with • range t•r 

bluu stcmps 1o mt-ro tbnn twonty -fivo c unta (:<51") but l~sa tllnn fll'ty 

crnts (50¢ ), or a urc t bnn fifty c onts (50¢) but l .Jas tl:'lll s~vonty-fl v~ 

c oota (75¢ ), and 8 " f <>rtb, the mtount 1.n .;xcc M ~r "oultlpl u - f 

t >t.,nty- fivu c~nta will bo pllid f~r with m<n oy. Exch:l.ng , s f e u.<~":l1-

t1cs will ne t be moJ.f'l t\·r :·ra.ngo or bluo etamps wll,.n t h<' t · tal ic 

l ess th'lll t\l;.nty-!'1vc c~nts (25¢ ) unlvB8 the mrrcb.::mt is willine t c 

tok~ t !:~ star.!); o.o<l giva t he purcbssor n credit f •·r tb,• ba.l:mcu ru~nin­

tng . 

25 . l'lo.rct.-.~CJ rs , f C< llll, dity Stlllllp b, • .>I<G, n ft ,r t ho> S<!Ct Od b vk 

or s cri c;s ;;.f IJ, Jko buYo b;mn pureh:.tscu, will b, r ; qui r ,:d t t- turn In tho 

covers of t hu 1nlt1ol bo::>~ or s cric o ..:.f br.-.ka purc.h..~sod b cf c r c odu1t1cnnl 

purcllnSHS ·.1' c ooc.k t.r bt..<.ks or e pc mi ~tod . Th .. r ""uftc r J but vrc, nUdJ t h .nal 

purchases cr b: ~ks :~ill b.> autl: · ri:>..cd , t l:o purehns.:r ,.,ill be r oqulrod t <.. 

turc in th~ erv~rs ~r all t!l~s;. he i-. .:1<1 lll'•' Vl . usly r~cdvcC: exce pt t ho 

""nns purchns~~l i h\! t irr.~ ll'i.!L'k.~~:Uatcly bcf-. r,'l . 

26 . During t he tio.:> the plan is i n c p·.,·u ticn in tho c xpc r1Dl•,ntnl 

~rena prnc ticnl r~sullrch will b~ carrie d t n tc. dutorminc. 1 ts mcr 1 t s . 

It is hc pod t l.:lt ~b,., t r a de will l llnd its f ull ~upp~rt t c. this I'ICrk. Tho 

F.'<lornl Surplus C.l'lL1Cditi~s C:>r p..rn.t:.n will nad t '-> kno: th~ c ecod llle 

s 1gnlficnnco .r t t.is o ppr . :•cl: t ::- gut .! ~ it In its tuturc. p<.lici cs . Et'f'r rtr. 

will nlsc bo mod~ t c bcvc l~c~l gr-ups, t ho Bur~ou cf Hc~o Ee< nt~l es, ond 

tha Unit"d Stn~ c.o und Stnt ,, Public llcJ:>lth Sorvic<.S carry <n cducotiuonl 

work nnd d1sa.>mlnt\• ~ diot lists :;u,d r~oipus tb:lt 1v1ll omphosizo nutrlt 
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surolus commodities . Tho retail and wholoo&lo trades can r ondor an 

ano~oua service to farmers by cooperatin~ i n this plan and by push1n& 

tho ••lo of surnlus "'r!cultural co~od!t!oe to ~rsons othor than those 

rocc!v!n' nublic ASS!etenon , 

Tho followin• vnr!ation to th~ plan SU(~detod above is proposed 

for adont ion in !JOrt Of tho expe r imental nr~&l: 

l. Inst•>nd of r oquost!ng deductions from his i1. P. A. wa&oa or 

from his r elief p~ynont, tho person roooivin& aid will continuo to 

&ot his nssistnnoo in tho form of oo.sh. 

2. Arrnnc·Jmonta may be mado for spo.oo 1n tho l ocal wolrar o 

office for a fodorol of1ioor ~o will bo stationed thoro and will soll 

C~odity St~~ books to per sons ccrtiriod as ol i&ibl e for public 

oeeistance . 

3 . T~o booYs -ill include both or~ngo and bl uo stamps in tho 

rotio or 2 or r nr. stnm~• for l bluo stnmp ~nd will bo llll\dO up in books 

oor.t~l n!nf' ~4 .00 in or~n~o st~os and ~2 .r~ in bluo , ~ .00 i n or ange 

sto.mps ond ~3 .N' in blue , $P .00 in oran&e stamps and 1;4 .00 in bluo , 

$1(1 . ('0 in crMP'O st~.mua and ~.oc in bluo , $12 .00 in or ange and $6.00 

in &luo , and ~15 .00 In oran&o stamps L~d $7 . 50 in bluo. 

4 , Ench person roooivin~ publ ic o.ae!eto.noo will be r equir ed to 

got f r om tho ngonoy Which oortifiod him as ol!Jrlblo for aid a card 

listing tho n""'o of tho oligiblo person, hie o.ddroaa , tho typo of aid 

ho Ia r occivin&, o.nd tho number of per sona in his fnmily or dopondont 
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upon him ror support . Tho person will be required to cign the card 

and on the reverse side apaoe will be pr ovided f'o r entr ies to show 

the date and =ount of' purohue. The card would bo or standard a ho 

ar.nroxlmately 2- 1/4 inchoa wide and 3-~14 inches lon~ . This would 

parmi: six columns acros s t he back of' t he card which would be divided 

into 13 s~uares in each column of apnr oximntely l/4 inch square . In the 

' first column would bo orinted the date of' ourchnae by vrdeks such aa 

43 

•••ook of' 4/16" , otc , In the second col=n the f'odord ditbursirv: of'ricer 

would inse~ in ink the valuo of the oran~e atampa purchased and in the 

third coluon he would inaort his initials, The l ast throe columna would 

bo a r opetition of tho f'i rat three . 

5 . The f'odoral disburs ing officer would bo suppli ed a list of 

persona cortifiod aa eli~iblo by tho cortifyi~ Q~onoy . Tho list would 

bo on a form which would show tho names and addroaaoa of tho persona 

on the loft sido and tho numbor of persona in tho family . Tho romAindor 

of' tho f'orm would be dividod into blocks opposit u onoh namo , into which 

tho amount of eech purchoso would bo insortod . Each column would repro-

sent a WJJk and vrould bu hoo.dod with tho dato . 

6. Tn~ card end list forM would oliminnto almost complot oly tho 

oosaibllity of oxchan~~ of orcdontials or ovor purohacos for r ?salo pur-

poaoa Rnd tbo plan should Y.Or~ exPeditiously to rot tho books of atampa 

into t~o hands of oorsone ...ro n >od t horn . 

7 , Any p~rson r oooivinr. nub l io n1d who produood his onrd and 

whoso namo lVM on tho f'odoral disbursing of'fioor' a list could purohnao 

ft book of ornn~e atampa oqunl in vnluo to ~t lo~at t l .OO f'or oaoh 
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member of his famil y for each or the weeks between the tiMe of the pur­

chase date and the date of the next pay period or relief payment . This 

formula would be usod to determine the ll!.inim\1111 amount which the p<>rson 

r eceiving public aid would be permitted to purchoso but ;vould not 

noceeseri l y r eoreaont tho maximum . As ~ practical matter it is probable 

thnt row pa rsons in thr.t status would , or could affor d to purohaso mor o . 

Powov .)T, sinoo SCM~ ~n.m_1}!;) G do o xrcnd 8. fi'TOO.tOr prouortion of their 

inco~o on food t"an others , nll fr2ilics would bo ~liriblo to purchase 

orru>p:') str r.ns >ou• l in v~ lu~ to ·:a . OC' for .:>•ch morbor or thn flllllily for 

on clt wo~i' or coulJ nurchPeo up to Pn..,roximntoly 5C' p:>recnt mora if tho 

no>d nctU."llY oxl s t od Md WO\>ld r oco ivo bluo ourplus ooi!Ollodity stemps 

oounl in voluo to ~ porcont of the nmount or orango stnmps purohnaod. 

8 . Tho cnrdo could bo us3d for " p .:>riod of 26 wooks or a hnlf 

;vonr , rt tho end of ""ich tiloc nO\Y c<>rds would have to bo socurod . 

Any porson •mos~ status changes d~ing tho half-y~<>r p3riod and who is 

to bo dropped f r om th~ r olio f r~lls as n r~sult thor.,of would also hovo 

his nnmo dro~pod f r om tho list \"4lioh tho disbursing officer Ytould hovo 

r nd would not thor..~ foro bo nblo to purchoso books or eomr.~od1 ty atnmpa 

from thct ti~ on unl ess nr~in cer tifie d as oli~iblo . It oi~t bo 

(:OO~ ">ublic ~ollcy in sono ens-• , hmruvor, to pcmit VI. p . ' · '70r l-ors to 

continuo to roe .... i v ..; s 1.f'~~8 for ta. -a-<Jriod nrtor t "rmlnation by w. P. 4. 

This would e!'lnlv ln thos~ c••~ • in •m~oh • P. A. v;orko r s \'lOr~ cut orr 

fro" f Jdor~ l oll'nlo•'!'lJnt ~nd \/Or e not ehlo nt ones to ,.ot pr ivnto jobs • 

!> . Th_ ••no Jntrv •"ould bo 1"11\do by tho di.sbu.r sinp: offioo on 

both tho c~rd nne tro oli~iblc list form nnd tho card if a ltorod could 
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be taken up for inveotisation. 

10. PurchAsers of commodity stamp books , after the oecond book 

or aerie& of book• have been purchased, will be required to turn in the 

covers of the initial book or ser ieo of booka purchased before addition­

al pur chases of a book or booka are penoitted, Ther eafter , before 

additional purchases of bocks will be author i •ed, the pur chaser will be 

re0uired to turn in the oovora of a l l those he hae previously r eceived 

oxoept tho onoa r uroho.sod the tt.>o illln'odiatoly bofor'o , 

Tho followinr variation to t ho pl•n first augrostod ia pr oposed 

adoption in part of tho oxoor imontnl ar ona: 

1. Por aons on IV. P. A. or poraons receiving r ol iof p&Y"'cnto 

continuo to get their assistance in t ho form of caah. 

2, Books containing only bluo oo~r:~~~od ity at&~~ps and no or anso 

will bo printed, They will bo ..,de up in lota of ;~2,00 or 

$! ,00 or 12 stncps, $4.00 or 16 stamps, $5 ,00 or 20 atnmpa , 

or 24 atcmpe nnd vtill bo good only to oxohrulgo for aurpl ue 

commodities . 

3 . As in th~ vnr iation of tho plan i~modintely precedi ng 

each per son r oooiving publio assiotanoe will bo r equired to got 

a car d of th~ tyoc duacribod thor o showing his name, nddroae , and 

nucbor of persona in his f~ily, 

4, An officlnl will bo s tntionJd in tho loonl r oliof otrioe 

ond when a p~rson r oooivl np; 1\id onsonta hie card o.nd hoo his name 
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checked on a list of the kind described in the variation of the plnn 

immcdil'.tcly preceding this, he flill 00 CiVen e. book of blue COII'.Jtodity 

stamps good for t he excrenge of commocli ties declared to bo eurplus by 

tho Sccrotc.ry of Agriculture. The bl\10 otOJ:Ips in the book given each 

3UCh pcr con r:ill be i ll a!l amount eqWll to fifty cents (50¢) (or tr:o 

3W,ps) for cnch mt!mber of the f amily Cor each v.eck between tho dc.to 

the book is given cad the detc of the next ;Xly period or r cliof pay­

oont . Thn.s, t\ f w:'.J.y o!' tr.o vould receive t. book ':'lith $<'.00 :1orth 

or bl ue s tcm.-la. !"or c. t rro uo..:kc ' !'Criod; 11 t wr.Uy of thrc0: r.ould r~­

ccivv c SJ .00 book for th.!:.t .Jor1od, £.1\cl so f orth. 

5. R"ci .. ,:cntt.: of blue commodity st£.mp books, c..ftcr tha 

occond book or s ... rio:; of books hc.vo boon r ocoivcd , r:ill bo r equired 

46 

to turn in th£. c~Y·ors of t ho initi~;l book or sorios of books r"coi •tcd 

boforo t• n ocldi tioP.r..l book or :;erics of books tNl:f bo is~uce. to him. 

Thcrco.ttor , lnfor c cdJition:~.t di:;.tributlon o~ oook!l r.ill be r.uthorized, 

the porson r ocoi ling s uch books '·ill be ro<;uirc<l to tu.-n in the co•·or s 

of ell tn.,cc he. n..s ~ roviously r ccoi \'Od "~copt the once i~sued to him 

t~c tim" i=odl.:.tcl.y ooforc. . 

! 1:le plcn i:, tivJ simplc3t of 1.11 fro111 o.dr.iniotrativo end 

c.ccountiliS poin t s of viet: . An 0).1)(ll'imc:n tnl :>orlod ic undoubtedly nocvs­

st~ry to da~orr:lin.J th ... \l£f·Jct ivon<.H33 of th~o c.pproo.ch c s a monns of 

bringin& o.bout :: no1·~ ·.•iCA1HC.to diut on thro p.vt of tho f ruailios involved. 

flhor ovur it is tria<:, n ce.l'uful cho.;k uill b.l r.~.•.do <!urin6 its operation 

to d:)tominu t!..:: t•_,t; incr ccoc ln t.!\_ lc.c•ll conswption of surplu!l !'oodo. 
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Thia will be oompered with the amount of blue et ampe issued to deter­

mine the ext ent to which thia approach r eault e i n a rroater movement 

or •~rplue agricultural pr oducts. 
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• ....u • .,. 

»ww•mw 

I\ 1e .U.* t.bat IICUGD a1oac the U.. Oil~ ~ ~ 
racWtate the mo-t ot <loft~\ loiD atocb or oo\\oo 1ato..,.. 
c"-h .S 1Dcre ... a:zpal'ta ot .loNricc cottoa. !be pr1nc1~ a~ 
area 

( a ) Tl-..rerriDI cot\oo rr. Goft~ loiD RNb 
to DOI'Ml ...,_.,a or tnciea 

(b ) J'1nme1nc t.be la. te be s-rnd apGD t.be .., ...... 
1Dc ot oot\oo a\ prlcee bel .. :a-~~ 

( o) ~Uni t.be ....Uo pr1oe ot oot\oo rr. n~ 
1ac t.be ODt.icipllted ._.,u,. 1n t.be _.l.d prlaeJ 

(d ) Regula\1Dc the quo\1\7 ot 81'11'\o - t.be peo -
with J"Mpeo\ tben\oJ ... 

(a ) llold.nc ~' oo oct\oo -rootune .-paftod. 

A briar doocriptinn or eMil or u- at.epe ton,.., 

•• Trr.Ccria• co»cm trw Ooeta m1 ,,. d?$' " .. 
P9' a] qbent] • of " ,.. 

Cottoe do·1 rs ..J.d arnap with 1n4h14Dol P• ' 1 •• fbr \be 
nl- or ~ loto ot oottaa. 1'be r-'ww ..J.d be _, t1iJ 
\be ~r to \be c Ut7 Credit Corporau .. •a nct,.n' ern.. n. 
cot\GD :a-"'" ..U thaD be _,, to t.be boQiu''a II-* \o ben' r' 
op1Mt ~t. P~t to t.be C 11.1 t.7 Credit Cols--au.. ..U be 
l/4 -t par paa.s ~ tbm tile ......... pr1oe tor e1ddltnc 7/P - t.be 
10 IIIIo\ aofta\o Clll \be dq pi"Jai'1Dc \be dq of nliMI .SJ' oted t• 
locat1CIIlt Pro't14ed• DO cot\oo ~ be nl.....S tor ~ U.. 8.)0 ..U 
per poaoad• p1uo ..- .u.- \be d1tr-tla1 IJIP'io+'o a\ t.be ~ 
po1Dt. It 1o ~ the\ at lMot t.be 1/4 _, per ~ ..U lie 
pa1cl to t.be r:r- at tho tS. ot the l'n'ww. 

Tbo boQ1w ~ ..... h e a ....uneate oo.,...ins the et 
pGUDda rel.....S ... a\ot1Dc t.be -m ., ...r-et that -u .. c.Hd I 

1lpGD ........ ot proof ot 8Firl ot-- ...U\7 .,_"- ,..s..­
Acl.(1aa\ 1. 1m. 'llbicb 1o eol.d altar t.be date tala,...._ s. ---a. 
The value et the nert.iticat. iaw.S ...._,. the n.n etr. .-ld • 1 
0«1\ per I*Uid· Tbo .U... ot later .. rt.i!Snatea ._, lie ' .... w 1o 
OIIUWW ill paracnpb "ll" ot tALa w\l.Sno. 
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n. w h -•a .-1<1 l .,. \lie co"- llld the ba.J'ar ~ 

..U 1\ w ., eqaal queaU\7 of oo\tcm for aport ~ aonal 

tz• • ,.,.. t:be aaplo .-1<1 bo f~ to tho bool'd of eot\oll 

cl 1 1n. !bo ~-'A ...S U. -utlco\o of lftdo llld elMo, 

the .nifi-.1 wi[bt obee\ of the o~ WU'Ibou01, m d tho 001'\111-

co\o or aport t.o t.bo c :tiv C....Ut Corporat.loa. n. Co~Uon 
would odJiaot f or gndo, cl-, wiaM, and aport rellmd, eel ..,. 

final oo\U-t with tho b!Q'w. 

a. .,,..w t.bt tm to be 'PPJIT!d gpgn p;port,1A« 1M 

w\tsm at prlcM he]qw 1= yalM!t 

Tho ~ ... to bo 1ncurncS \IPGO exporting cotton a t prieo3 1-

t.bc t.o uwwt ~ ratoa ~ bo lboorl'Od 't>7 tbo C d1\7 Crodi\ 

Co'1'0nt1oa. 1'b1a pao wollld tor.1Da\o on J\ll.;r ~. ~9)9. Al t.houab 

tho coat wollld dopeod apoo cont11 Uona in tho wor~ ll&ril:ot • tbo aponao 

1a oatioo\od at ~\ol)' 115,000,000. Tbo lloparl.oD\ of Aul­

cW.~ wi t.h ... cb parUcipaUon b7 tho C d1\)' Crodit Corporat1Cil 

aa 11 ~ apoo 1IGIIld t1Danloo a plao oltooU'io .11.1¥ 1, o1tbor to 

liMp oottoa boa Ulo ~9)9 crrap oat of tho ~- or to fao1.Uta\o 1\o 

•o-t 1nto t.rado cbanneb 11 a 1.., 11 obtait* Cl) it. 

C. Prw!!gt'P' tbt 4 11\19 prie of qqt.t.ql ,hw [!Arz!'P' 

tbt mUs1PfH4 cleql1• 1A t.bt wprl.d prl£11 

lA cnrdw to u.lntain the d-Ue price U. would bl oo-1&1'7 

aot ~to c«~Uaoe tho pr1_.t ~.., prorlaioce, 'bll\ ~oo to ~ 

a r..tricrUoo oa 1..,..n.o that wollld pN'i'ID\ the 1owr-prtood wor~ 

cottoa ham n-.,.. into th1e aarbt and broakine daooaUo pricea. 

lA ordalr to .,...,Hah :rutzict.iona 011 Japort.e, eoUoa ~ 

bl 01 Clll&l'7 -..ler the pro'i11iona of S.crUon 22 of tho "cricrlll b&ral 

Ad,jl&-t !c\ ol 19)), ao rt"¥, -.hich CipOOIJI tbo Pnridont, 

upe inonUp\1• eel I* tM::t.ioo of the tln1\od Statio 'fllrlff 

C~Ai.oa eel at'\o:r public blaring llld duo DOUOI, to 1apooo quotu 

t.o r01tr1ot .acb 1lnpor\o ao tllld to :randc' ~tecu,. 01t -ter1all,J 

interfere with ID7 prccra unclar Title I of oaid Act cr uodor the 

SoU c-rrat1oo and Da.oot1c Allotllln\ Act. Alt.h-.1> t.ha:rr aq 

bl-~- .. to •tbor tbo 'flrllf C-'•ton wollld t1Ad that 

i1J" \ c ODdJ.ti- alooo -'A bl m ~ buio for Ulo i~n~JooitiCD 

ol ..... q110\oa1 tben 11 DO QIIMUoft that tho oonxlit10111 whicb woWd 

a.u.lop u-t ' i!o\ol)' 1IPGD tho ~tioa ol U. proiJ"8 WOIIl4 

uka IUCb ee\1011 claar~ DOCIIIFFI7• 

D. B··'e-nn• Mil m znUtJ ot •• t;e nd Y. 2 
r M' Y' ttp t 

a 1o lieU.-l that a ao-1 ebollld ... c~otom1Jied , ... u. quD\iv 
of co"- w bo aporMcl ,_ April to J\ll.;r 1. A pal of 2 ailH011 

baleo 1o -a-W. 'I'JI1a ~ en 11 1, the apw\1 for \bo caapai'OI>lo 

period oiiiJI!I -\~end 1o ~ d=bl• Ulo - ... ot tho poe\ 

10 ,....... To date our OIFpOl'\o \bb ••an an eboo\ 2,2751000 ~ 

lO'Oo Uloa \bo ·-.... ,.,. \bo par\ 10 ;rron. 
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J. • .,. M , . ..,. 
tu piUi&\ ~ ~ , tJ.e -.a.nur.d I lka 

pcu trnu 1D -"14 111111-' ..._ a pq a\ -u be -s. lQ' \be ' ; .. 

_, et ApiGalkN tr& Sn"oo 12 <.> ( ....U. •• )30• ?- nul ... ) 

,...... -.1~ w \be llqll_.. I'WIIrD4 -s. - ·C Utrf C..U.t CUUpare­

U.. = u.1uu ., n. uu\toa. n s.a .u.uw -. _. ,,.., te -w 

~,..... .... IJOO,OOO. ~I' \be I t 'y el tile uunwl n.-1 ,..... 
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March 13, 1939· 

(Por t he Secretar,y1 s Record) 

The Secretary stated that he t hought it would be a 
good idea it the French Government wore to withdraw, as 
soon as the czeehoslovaldan aff air was off the f ront 
pages, with adequate publicity, $5 million worth of gold 
from its earmnrkod holeings in the United States , in 
ins~ents.of one to two million doll&re. 

Such a oo••e would help inform tho world that the 
econooli.c situation in France is illprovi.ng and r.er 100netary 
rosi tion beco:zUna stronger. 

It would be of some assistance t.er e in thst it would 
constitute evidence that gold is leaving the United States 
and that other countries want and are t etting gol d . 

He decided to have the French Financial Attach~ call 
and in t ho conversat ion suggest thst it might be a good 
thi."lg for the 94nl: of Fr ance to •ri thdraw sonte of the &Ol d 
i t was placing on e&.M~~ark in the United States . 
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(la .uu- -~ .sou..n) 

19)9 -
Jal.MCII at ~ of DOD.th ••• o. • 5.2l!J 

bi'UIII -
U, I, lo~ Iondo •••• ••• ••••• 6o 
Spoolel hou .. (hut, oto.) . .. 50 
lf .. c.aab ••••••••••. •••••• •••••• 

~tel ... .............. 110 
Lell 4eb\ ,.,~, • .•• ••...•• 25 

Set 1Dcrease •......... 15 

ltel.aDote at e..S. of .cn:dll •••••••••••• 5,1911 

(lo a1U1oDO o~ dollan) 

19)9 -
Sal.aDcte at ~ or .oz~;t.b •••••• ),ol>ll 

hnu-
U. 8. So.TllcO Joo4o ••••••••••••• 6o 
In ~ (A.pprox.2/J ~ 1u,.) .. 
lotao4.1Joc {.t.pproz. 2/J ~ 

Mturit7) ..................... 1,2110 

!ot.al 1Dcne~e ••...... 1,26o 

IAleaoee •• n4 o!' 110a.\b ••••••.•.••. 1 ,7P 

M!Mtm R!IQ ·J!IVIIIX ... - W9- Jl ! 1: 
, .... 

(loliOUeU• - tll5.tOO,OOO,OOO) 

A.prU ,_, 
~ 

5.1911 5.- -. - .038 

55 115 55 
50 135 ~ 

1)0 

105 llll ~ 185 
15 15 15 

90 1.65 ~ 170 , __ 
ll,!jll) -·Olf ),1168 

PJ!+"P BQII) Issgp BT ¥CIPftiS 

lf.&rsh. mq - neeber. 1939 

(Ll.Jilto.U= - $)0,000,000,000) 

.t.prU ·- ~ 

1.7P 1,729 1,6ell 119 

55 115 ~ 55 
500 

250 Sop, 

55 115 m 55 

1,729 1, 6811 84'3 
.,.. 

..._, 

'·"' 
1~ 1 
185 
15 

110 I 
) ,6911 , 

I 

... _, 
.,.. 

50 

, 
7811 

~· OCtober •~wr 
_ ... , ,.,el 

3.6911 2,1'13 2,788 2, 6U ,,., 
115 50 50 ~ 5211 
50 50 1)5 n 958 

750 500 2,000 

8115 100 185 638 ),1178 
liD 15 15 liD 1" 

125 85 170 611 ),a!J 

2,1'13 2,7Q 2,611 2,000 2,,000 

lep\•'ller OCtober •ovt*btr --· ,.,~ 

7P 
,,()loll 

115 )55 
1,000 

500 

)00 Dto. 1,120 ., ,,,., 
-61 

-61 
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54 
• 

a1'NHD aug ...-1 tAu• 11 -=~= 
........ :a.m- 1 • 1: JD 

(la odW- d .. Uan) 
(LS.a1'-l l.le - ..., ,000, 000, OCIO) 

19)9 - AprU - J.- - .._. . ..,, rt r -·- ·-? - ~ 

W.MGH et 'NclaalaC ot ~ . • .. • • • 5.21) ,,191 , , 101 ~.91o3 ~.OJI , .. ~ ,,.,. e.m t.lll 2,611 ,,., 
l•I\W• -

u • •• ·~ ~ •••••.•••••• 6o " "' "' " 110 "' 
, , ~ ,., 

Speetel I••~• (~t, •tc.) •.. 50 50 1, 150 130 ~ 
, , 1, ,u ,. 

, .. ca&b ••••• • •••••• •••• ••• •• •• 
.,., 790 .. -

htol ••••••••••·•• •••• 
110 1.05 110 ~ U5 1., 1115 100 1., ,,. , ,-71 

t..•• .. "' .... ~t. ........ . ... :e 15 15 15 15 ID 15 15 ID 195 

.. , ~ ········ ·· 15 go 165 911; 170 170 125 ., 170 Qa ,,., 
~· at •114 or .crll\11. • ••••••••••• ,,191 5,lDI ~.,-, lo,O}I '·"' '·"' t,m z.TII 2;,61.1 t,Coo t ,OOO 

yorgh. 19JS - negpnr 1939 

(lA atUtooa ot 4.oUan) (LialtattOD - f)O,QOO,OOO,OOO) 

1,, - .._. lopO-r Oo\olter .. -, -· hW - AprU - J.-

klaac•• ._, 'Mclaa1ac of aoath •••••• } ,Qllla 1,1P 1,729 1,6111 "' 
.,_ 7P 

,,. 
hrMl• .. "' v . •. ··~ ~ ·····•······· 6o 55 "' "' " 

, 
"' ... .u (App-.2/3 or ..... , •• 500 500 

l ;,oc» 

lo~ (ApproL 2/} of 2?0 DM • - l,T20 ....... .,., ..................... 1,2DO 250 lop• 

total iac,..... ......... 1,z6o " "' 795 " 50 
..., },105 

IAleno•• at •-' ot .oD~ •... . ••.. . . . 1,7P 1,729 l,Eilll SS9 1310 7f< -61 
-61 

-r:mr~ AA@W~ 

• 
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TREASURY DEPARTMENT 

INTER OFI'ICE COMMUNICATION A ~~ 
DATK ~::;., 

,ROM I . H. Ba4lq 

~ of CloY-\ l..rt\7 llarlla\ 

cbu1.»c \wo ...a 7ellraaJ7 Z7 Uu-oacb llai'U 11, Ult 

.t.f\Or pauiJIC \hJooQP a ralaUnl¥ qUe\ pwio6 aai\la& •nUal~ 

...nowac••'- ~:ac tile MarU tluao1:ac, tile con_, ..... tv 

urut IIJII'IIIIC \o Ute oa \be -•••t MOII4q, hhur, :tr, \ala\ !I" ., 

tlDaDCl:ac ~4 M 11111'-4 \o retllau.& aponUoaa. eo ..no.\ ~. 

atro:ac u4 eaUYO ua4 prlcea IIO"t'M lfllOII1J \a - liScU u ....- aa e\loor 

1nee\on Mp4 \o ~. :17 \be \lao ~ fllllll .. \all, et U. NIUAl• 

opereUoaa -ro ..._.._. oa Moll4q, llaroh I, \loo 1-. u4 la\e..U.\o 

bon41 ba4 a \ oa41o4 a\ 1 ... 11 6/1\ll.e \o I / ._ of a pola\ &M9e ,reriaa 

leYOla, wh1le \be lOIICOI' !N&Al'J ao\M ........ 1 / f. M 1/1 ,.la\, 

llarlr»\ noopUu \o \he nt'llaUac epen\lou-. ,.....ralllo. !late 

tac\or, ooap1o4 with ooaaro\o ml- at a..._.. 'lle..,.la\ 'r '-Ia! 

t011U4 \he ... _ , of lOIIC \ea ,..,.. ... , "lloala \Mr ...,., aatet, "lloU la 

por \tollo, ronUM 1a a ~ l'llpll riM ia pr1ne ot INa...,. -.... 
»w 

ot l ...U:ac Ute ~ e 111 ,, .. , 11aa11a at a \llar n del laiUta\1-

all.owoa \he\ UloJ Wltn U 11 t=pul»e, tna a 'lle.,llla\ ef aafet,r, Ia 

• t1 n'tt111 la•!lta.H,oa k Mu '" lMa e wn='·a I( ltt wMtl&e Ia 

'"-' ••· Bile t\a'-\ llfiiMft \o llaft lla6 a.....,_ ""•' la 

55 

cau.a1JIC llaUe \a aUu \helr 1n"-..' pallor 1a rolaU• \o .. ,. a\ ......._ 
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D I fo~ 'MUI ..U• u4 lOIIC Ma 'toiiU 1IU ~ Ul4 OODtiaM 

UP· ....... , 1aa\ .-IE. .... Todl: Cit;r -.a alODo woo4 u lDCI'MIO 1D 

!NUUJ NU llelUIIP of IODo t1JI ailllOD fr. llanb 1 \o llarU. I ( \bio 

h .-1aain of 'Ma4a Uluo -.a will reoolft u a noalt of Ulol~ 

... ...._. .UODdpUaao, ) ...a oa.h14a Wow Todl: •mo1!otol7 toll..._ tM 

lao>l. Mt 'T U. •• Tnk kabul.,_ \M n4 of \M wok \bio uw u4 

1D'ti&Ora\o4 llaak ..._, fo~ 'MIIU, llo\b latorao41ato u4 loac,ha4 foJ'OOI 

prlooo \o -tr-.lr lai• lnola, 

r or u.. .., ...a ao o nolo, 1111•• la 'l'n&R17 lloD4o ~ fr. 

3/ lo of o polat OD t bo obortor hnoo \o V.l/ 4 po.lDh OD l oJICU hnoo, 

So&\\orof l a \o..Uoto hiiUo 01ro 'CliP ao hip a• V.l/3 polDh , I.o111or 

'1'rooeu1'7 aotoo "" up fr. 1/ 4 polat to 1/ 4• of • polDt oa \M l oaco•t 

lnu. IIDaraD\oof 'Ma4o obowo4 cat•• lD \M aolC)I'borhoo4 of 3/4• of o 

pol a t , ob1la ..,.roatool aoto houo 01ro 'CliP a'-t 1/ 4 poiat , 'l'narar, 

'bub ul •too oro •• ot rooor4 all•tlao h1cb pdu l onb. :loDio 

aonzuc or collalllo OTOI' lJ pan aro DOW ~1/3 poiDh a 'bOTO \M lnola 

at Ulo t1ao ot U.. ..._.._ .. tl-1111, wllllo Jiol4 oa fnaR1'7 aotoo 

DO~ ri\bia I to I JMI'I 11 DOW 0.~ o_,....4 wi th O,?lijlla Dooa'bor. 

IaHaau ... oro tlaat U.. uUro lilt •lll bold ot•lr oaaewboro DODr t.boeo 

l nole al~ U..ro ~ 'M ollcht toc!W.oal rooctlou. 

!efn'f'JC O!'re''''' 

IMftorlJIC of n\1\IDft• 11- at a pdoo..., fanralllr reoohol 

'Dr Ulo mrDt. .._ pd .. • oa tM hODoo 01re __ ., \Mro oero •­

•Uora'lo M,Ju-.to la tbt .arlla\ \o lldJIC u .. prODl• ot tbo 1~\11 

.. , u. .., ....., t-• to u. - m•. ..... .... u.. .... ,, •'11111 
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waa, DeTerthelell, a nba~Ual •oant of n1tch1DC operaUoae b7 tb.o .. 

.mo beU ... ed theJ covJ.d do their owa 1 ret'luld1DC" aore prof1 tabl7 111 the 

urut. !here •• acme ael11DC of the 1960oo~'• tor future delhei'J (thoae 

that wOuld be r eceind 011 excba~~&• nbacripUon) and baJiDC ot 1950-152'• 

111 the urut, aa well aa aome aell1DC ot 1 rishta1 and baJiDC ot Dec•bar, 

1943 noha. 

any prelWDar;r eau ... t... Thh renected 111 part the additional 111d'IIC•ent 

in price g1 nn b;r the Tr .. IIUJ'J, w t mal.lllJ dech1 on b;r banlts to taU and hold 

the loDC bolide rather than aell out for the illmediate profit to be •de. 

Inourance companha aubocribed moa\l;r tor the loDC bonda. Detalh of the 

exchuge are abon below and price mov•enh ot the ianea reofteret. 

.illoUDt Opellinc Cloa1DC 
Su.bacr1 bed :Pel"" :Price :Price .. , 

111».1 l!$2,,11!~ !la m;u.iu•l Ull1 11:2. ll Mll:Sii 11 ~IIID 

1•1/8 T/1 12/15/43 &3 ·~ 101.8 101. :51 • Z3/32 

2-1/2 T/B 1950-152 319 25~ 103,7 104,30 • 1 pt. 13/32 

'4-3/4 !/B 19~ _m. 71 ~ 103. 16 104.17 .. 1 pt. 1/32 

Total 1266 
( 9~ turr.-111) 

P!'ltret Portfplige 

'!he principal net chant;• ill deelera' hold1DC• o ... r the two-wMic period 

waa an 1ncr .. ae of $64 aillion 111 !reanr;r bollda tosether w1 th a •12 a1111011 

decliu 111 'lreaiiUJ'J DOha •tur1DC w1 thill 1 ;rear. fheae cbaDC•• renect 

the riiiUlta ot the dealera• e:rchens• nbacr1pt1on oparaUoae. Juat prior 

to the c1oa1ac of the maoriptloa boolca, dealer•' total b.old1DC• bad riaa 
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to a .an- of $161 llilUoa at .Uoo'ILQ\17 boUM4 to tlnat111oa •• 

t ho 4eelora ..,.._ the pl'OH .. of •-114NT 41o\rtlla.Uoa. 

( y !dlllw) 
Kolt111Co Bo141IIICO 
b). 2§ Mer· u .., "n'" 

! rMW%7 'llool4a - 1.1 6$,0 • u.a 
! rMW%7 JOOWI (1 ;rMJ') 13.6 3),0 - 12.1 
f re&W%7 JOOt .. (1-6 ;rra. ) u .a 3).7 • 3,1 
trMW%7 111111 13.7 8,4 - 11.3 
B. 0. L. C, llol14o 11, 1 u.a .. 13.1 
l. l . w. c. bon4a - 1 . 1 l . SZ :t ••• 1111.0 131. 3 • 66,3 

!M Tol- of 'bu.obooo ba41ad. ~ d.ooloro ao 'II8U1UlllT hJ.cll 41llinc 

tho t -olt por1od.. DaU;r nl- f or tho fi.ro\ ftolt waa "-' taoo alllloa 

ccaparod. ri th lo .. \han noo llillion ~. prnlou nok. In the ... k J'U\ 

coaplota4, d.ail7 Tol-o J'IUICH fr• taoo \o teoo llllUon on 1n41T14'Ul ~. 

Thle waa a ronacilon of oxohn&e .Uaon pU on opora\lono and. b ad.41Uon 

t ho nddon lncroaaod. "-4 f or bond.a ~ all t ;rp .. ot lJOTOo\ora, 

In Securi\7 ,,..., 

.., corporate llolld. flnanclnc f or ~ \ wo-wMk par1od. •oaaW to 

onl7 t9,900,000, p,ooo,ooo of which wao a pr1Ta\o alla. b llalanoa of 

$6, 600,000 wu a tiro\ 110rtc11ce lane ot cC•IIQJIDl\7 hbUc Sonloa eo.pu,. 

which ....,., wall b tho ~~arkot and ro .. t o a prelli- of 1•1/4 \ o W / f. 

pol nh . !hare are no hnea azpec\od. b t.1101 s.-Uaw fll~. 

Corporate "A' •·rP' 
2lle corporat e llollll .... kat llao ohon a eteaq a banco f or t.b1 lao\ 

two ••w . AUhOOIICb all CJ'OIIP• haYO -.od. -apwarcl, railroad. lloll4o obowH 

t ho croataot ad.w.nooo ao a ranl\ of t.hol fanrallla ~~ MraliiC raporta , 
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uc1 t.ha praaha of ro.-ptloa of ullt earrioa oa llraelliaa clollar 11011411 . 

!!lo uence for AU IICIIlu h - 1•?/8 polah a'bon ~aaa&r7 315, ~ 

polllt at whlcb t.ha curroat a4'1'1U1ca Mpla. loU llolll4e a4ft11Ced. alloli\ 3-1/ 4 

po1ah a!lrlDC ~ par1o4 aac1 ara aow &-1/2 poiah a'bon t.ha J-r, 315 

1nal aac1 at t.ha bi,Ue\ polat elaoa ~. 193'1, '1'lw apraa4 1a Jlalcl 

'batuc bigb cN4.a aa4 eacoll4 crad.a cotpora\a lloacle baa llaaa 4aclia1 .. 

cleellae ln ep.._4 h a 4afW to 11141eaUon of lllpro'flDC 'blanaeu coa.o 

41\lono, 

TmNr lAuaS.tpt AQCgppta 

!hera ware DO traneactlone la t.ha -rut for TraaWo17 luneaeat 

aecou.nt lblr1DC tbe two-nalt par1o4 aa41 .. llarob 11. HoW&Tar, thara wae 

a $400,000 lwaatact 1a epac1al ~ notaa for a ccoant of Gonmac\ Llfa 

IDouraDCa l'l:u:l4. !bie 'brlDC• total of U.ea aotu 111 Gonrmac\ Llfa 

aecou.nt to $10,500,000, Orun 11.01r 1D tba baDd.e of \be laeern llaDlt 

for TrNWol'J accouat lacluu antborlsatloD to eall $10 1111Uoa aa41- tam 

'boDcle aa4 purcbaea a Uu • o'llllt of 10DC taN lloa4e for accoant of Poetal 

Sa't'iJIC&, Ill a441Uoa t o tbie, :ra4ara1 laearn ..U: baa u or4ar t o eall 

$10 a1111on 3-l/ fl!. 'lNUU7 'boa4e of 1941 for Poetal San.... (..,_1/ 2 

a1111CIIl of tbie or4er -• aacu\ad. toclq, llo~.) 

ftla oll.l.;r - rut oparaUoae 'b;r t.ha laeana ..U: =n .. tba twc-nalt 

par1o4 waa tba replac••t of two -tarl .. 'l'r•mr, bill luua totaliac 
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Secretarr Korgentbau 
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CONFIDENTI AL 

Karch 13, 1939 

SubJect: The Bue1neas Situation, 
lfeek ending Karch 11, l.939 . 

Recent business deYelopmenta 

1. An i ncrease 1n bua1neae cont1denoe baa been a 
a1gn1f1oant deYelo?•ent of the past few weeks . 
This 1s 1nd1oatad b7 r eports of bua1neaa obaarYara 
as wall a a b7 an 1 1ndex of oont 1denoe1 dar1Yed 
from bond price oompar1aone. 

2. A marked 1mpronment 1n r ailroad earni.nge, aooolll­
pan1ed by a strong reoove1"7 1n railroad eeour1t1ee , 
has dona much to strengthen the business foundation 
b7 1mproY1ng confidence in th1a aeot1on of the 
national aoonomJ. 

3· A continued upward trend 1n Br1t1ah industry during 
Februa1"7, f ollowing a aarkad upturn in Janua!"7, 1e 
1nd1oatad b7 a sharp J'ebrua1"7 r1ae 1n the waeltlJ 
index of the F1nano1al T1maa of London, and b7 a 
greater t han sea sonal inoraaaa 1n emploraant. 

4. The FRB index declined to about 99 in J'ebrua ey from 
101 the preYioue month, a 11ora moderate setback than 
had generally been looked t or . An upturn of 1. 5 
po1nta 1n the New York T1maa index tor the weak 
ended Karoh 4 tends to confirm other 1ndioat1ona ot 
a nearby bua1neee upturn. 

Budnase oontidanoa 1arorov1ng 

Cl 

A not i ceable 1mproYement 1n business oont1denoa has re­
sulted f rom seYeral recant developments : (1) the ballet a1110ng 
bua1ne asman that t he Admin1atrat1on baa adopted a policy of 
oooparatlon With bualneea to promote recoYB1"7 has been aftact1Ye 
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in creating a general teellng ot opt1miu; (2) an i aproYing 
trend ot business abroad, with relatiYe freedom troa war 
scares , baa 111ade t he bu81neee eldee eeem olearer; (3) the 
Supreme Court's deoieion againat sit-down etrikee baa raaoYed 
a domestic bueineee uncsrtaint,- that might have become ot .._,or 
importance; (4) rising eecurit)" prices here and abroad, and a 
firming ot commod1t7 prices in recent wseke , baTe turther 
stimulated bueineee oontidenoe. 

Index ot contidenoe 

Various methode baTe been used tor aotually measuring busi­
ness confidence. The trend ot stook prices provides one euch 
measure. A more ett ective measure ie provided by a compari eon 
ot the spread or ratio between high grade bond pr1cee and prices 
ot second-grade bonde. When the outlook t or protite is uncertaln, 
the posi t ions ot second-grade bonds become dubious, and t heir 
prices weaken i n relation to high grades. A widening ot the 
p r1oe margi n therefore indicates a deoline i n business confidence. 
A narrowing ot the 111arg1n, on the other hand, i ndicates a teel1ng 
ot confidence on the part o! investors toward the outlook tor 
prot1ts. 

\Ve have deTeloped an index ot oont1denoe !rom the ratio 
ot the average yield on Koody' e Aaa bonds to the anrage yield 
on the Baa group. This index is shown monthly in Chart 1 in 
comparison with the FRB index , and weekly (lower section) in 
comparison with the New York Times index. The weekly index is 
ot particular interest at this time. It bas shown a substan­
t ial upturn r ecently, t ollowtng a prolonged s i dewise movement 
over the last 5 months. 

The past performance ot the index shows i t to be strongly 
influenced, ot course, by the preYailing level o! business, but 
it has at times shown .tgniticant depa rtures !rom t he business 
trend. In the spring o! 1937, tor example , the index ot con­
fidence began t o turn down about t he time ot the second i ncrease 
in reserve requirement s, when a decline in stock prices likewise 
reflected decreased confidence, although busi ness aotiYity con­
tinued on the upgrade. In August o! that year, when the weekly 
business inde x reached a new high leYel and industrial etook 
oricee rose almost t o their Karch peak , the index o! oon!idenoe 
showed no evldenoe ot improvement. The business reoeeu on set 
1n shortly attar. 

The confidence index rose to a relatively taTorable l eTel 
last summer, and exoeot tor a dip at the time ot the September 
war c risis, has held at that l evel until recent weeks. The 
renewed uoturn tends to confirm other indications that busi-
ness, ae the Wall Street Journal s ays, 1s shoWing a d1epoe1tion 
to take its toot ott f irst base. 
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Continued improvement abroad 

Business activity abroad had continued to improve, ae 
shown by etatietica now becoa1ng available. The prelim.i nary 
January index of the London Econoa1et, r eleaeed thle week, 
which measuree bueineee acti'Vlty in the United Kingdom, showed 
the large st gain or any month eince January 1927. The index 
rose to lo4, ageinet loot in December. Whlle epecial cond!Uone 
brought unueual upturne in the eteel and exporte components, 
other components indicated a rather general improvement. 

British bueinese gaine have apparently been lla1ntained 
through February . The weekly adJusted bueinesa index of the 
Lon~n Financial Times has continued to rise through the week 
ended February 23. (See Chart 2.) The Times monthly index, 
shown on the chart, which had tlattened out during the latter 
montbe or 1938, will apparently show a ria1ng trend through 
January and February. 

Continued buainess galne in February aleo see• oontiraed 
by a greater than eeaaonal increase in emplo711e.nt during the 
month, as indicated by pro'Visional estimates tor registered 
unemployment. Empl o711ent increased from January 16 to 
February 13 in all but a few industrie e, marked gains being 
made in building, iron and steel, cotton manufacturing, and 
a number of other lines. 

In France, the index of general production rose to 87 in 
January, whloh comparee with Sl in October, according to a 
recent etateeent by Finance Kinieter Reynaud. 

Improvement in railroad earning• 

Since a steady rise in railroad earnings has carried net 
operating incomes of Class 1 railroads in January nearly to 
the relatively high l evels of the corresponding months of 
1936 and 1937, railroad seourities seem to be rapidly r egain­
ing investor confidence. Between February 20 and March 9, the 
Standard Statistics indexes of r ailroad 1toolt prices and bond 
prices have risen 13. 5 per cent and 8.4 per cent, respectively, 
while the coarooe1 te stock and bond indexes of indue trial , rail­
road and utili t7 groupe have shown comparable gains or only 
6.9 per cent and 2. 9 per cent. Railroad securities rella1n at 
low levels, however, in comparieon with earlier rears. 
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Ae shown in the upper section of Chart 3, railroad gross 
end net earninge h8~e impro~ed eteadil7 since February 1938, 
with the exception of a seasonal eetbaok during the recent 
winter months. In comparieon with the pre~ioue )'ear, (lower 
section of the chart), gains ba~e continued steadil7 through 
J anuary. 

64 

A striking feature of the recent earnings improvement is 
t he increeeed proportion of groee re~enuee that ie being 
treneleted into net. The light bars in the lower section of 
the chart, representing net operating income, showed much lese 
decline in 1938 from the pre~ioue )'ee r than did the black bare, 
representing groae re~enue. This oontraete with the situation 
in 1937, when, despite strong improvement in gross earnings, 
net operating income aade a eorr.y ehowing due to high operating 
ocate. Th1e brought on a period or acute weakneee in railroad 
eecuritiee. The recent decline in operating coste has not been 
due entirel)' to increaeed operating efficiency, but ie part17 
the reeul t of deferred aaintenance expenditures. 

The impro~ement in railroad earnings and reJ.lroad securi­
tie s, with the implication that the railroad orieie ie paeeing, 
ehould have a decidedly strengthening effect on bueineee con­
fidence. Further than this, it ie alreed)' resulting in 
increased bueineee tor the steel and railroad equipment indue­
tries. In t h ie connection , a fairly substantial amount of 
deterred maintenancen!quiremente will add to the ~lume or 
order s . Expendituree in 1938 for maintenance or WB7 and main­
tenance or equipment, tor example, were out 15 per cent and 18 
per cent, reepeoti~ely, in an aggregate amount of $226,000,000. 
f'reight oars awaiting repair on Januar7 1, 1939, inoreaeed to 
14.0 oar cent from 10. 8 oer cent a )'ear earlier, while locomo­
tives· awaiting repair inoreaeed to 18.6 per cent from 14.5. 

Installment buying increaeing 

The volume of new installment financing in the automobile 
industry ie rising rapidly with the expansion of automobile 
sales, and ie expected this month to exceed repa7Ments tor 
the first time since August 1937· This constitutes a recovery 
influence of some importance, particularl)' if installment 
sales or other products follow the eame trend, e1nce it means 
that bu)'ere are able to take an increae1ng amount or goode ott 
the market be)'Ond the limitations of their oaeh purchasing 
power. 
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During the latter h&lf of 1937, a sharp reduction i .n 

installment financing of automobile. below the leYel of 

repayments const ituted a significant detlationarr f actor, 

t he i•portanoe of which may be Judged by the t aot that retail 

accounts receiYable of automobile financing oompaniee tel l 

$560, 000, 000 from August 1937 to the end of 1938. this 

co~ares wi the total decline of slightly oYer $900 , 000, 000 

i n oommeroial loans of reporting banke in 101 citiee. 

It current expectations of automobile aalee in 1938 are 

f ulfill ed, the Yolume of installment financing in this indue­

try should aYerage about $110,000,000 to $120,000,000 a ~nth 

durlng the current year. Automobiles account for perbape one­

half of the total volume or goode eold on installments. 

Commodity and eecuritY prioee 

cs 

Commodi t y prices baYs sagged slightly this week, following 

several weeks' advance, though Reute r 's index of Britieh pr1eee 

has made further gains. or eepeoial significance in the busi­

ness outlook is t he improYement recently 1n prices of industr ial 

mat erials, which have tended somewhat in r ecent monthe to 

anticipate business moYemente. Ae ahown in Chart ~. these 

pr i ces have been slowly advancing einoe early December, and 

have rieen more eteeply in recent weeke. Prioee or farm 

products, on the other hand, baYs remained depreeaed. Moody'e 

price i ndex and the Dow-Jones tuturee index, which were lower 

t!lie week, are heavily weighted with f arm tlroduota. 

Encouraging in the pr ice outlook is the taot that security 

prices this week haYe made furt her gaine , higher leYele being 

established on the stock excha.nges or t h is country, Great 

Bri tain and France. OoYernment issues in all three countries 

ha• e also extended t heir edYance. 

The current trend 

The New York Timee index tor the week ended March ~ rose 

1. 5 poi nte t o 89. 5, the first upturn in 5 weeks, with note­

worthy i mpro•ement in the eea eonall y-adj ueted indexes of 

eleotrio power p roduction , "all other• oarloadinge, and cotton 

3!111 aoti Y1 ty. 

The rise or 3. 2 pointe in cotton mill activity, taken 

in connection with the recent increase in 111.111 ealee, seems 

especially encouragi ng. During the paet week, according t o the 

New York Cotton Exchange Service, allle probably sold t wo to 

t hree times their current output or unfinished goode, and aolle­

what more than their outout or t1niehed goode , with pr1oee 

ed• anoi.ng. Man7 or the forward orders :Nil well into the epri ng 

and eome into the summer . 
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The rate ot eteei operations wae reduced traotionally 
tb.le week , apparentl7 due in part 11) a elowing up ot new ordere 
pending announcement ot eeoond quarter prioee, Which were re­
utabllehed thie week at preTa1l1ng leTele. Trade reporte 1a7 
that thll unoerta.lnty onr new prloe quotation• had undoubtedl7 
caused eoM order• to be held up. '!'he u. S. Steal Corporation 
reports new order• tor laet week at the equ1Talent ot 41 per 
cent ot oapaoity, comparing with JS per oent tor the preTioue 
weelt. 

Department etore ealee inoreaeed eharply laet weelt oTer 
the prertoue :rear' a leTel, the J'ederal Reserve Board t 1guree 
showing a ga1n ot 7 per cent, which contraete w1th a deoreaee 
ot 5 per oent the previous week. 

Our weekly index ot new ordere (See Chart~) rose thle 
week, following ita preTioue decline. Steel o ere a.nd orders 
tor product• other than text1lee were eo•ewhat higher, while 
textile orders turned down eligbtly tro• last week ' • peak. 

Ho~e conetruction appeare likel7 to continue thie epr1ng 
the etrong torward IIOYeMnt ot laet year. J'HA mortgagee 
selected tor appraieal laet week exceeded all previoue reoorde. 
The F. ~. Dodge daily average ot reeident1al contract award• 
increaeed during February to $3 , 592 , 000 trom $},207,000 in 
January, while total contract awarde deoreaeed slightly to a 
daily average ot $10,009,000, which ooarparee with 110,067 , 000 
ln January. 

G6 
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75 

(Secretary's O!!tce) 

They are going to have a meeting of t he Farm Crsdi 
and Dan decided he will have to attend as your 
rep r esentative. 

I have decided? 

Are you familiar with this matter? They offered him 
a Job. He never came down nor answered t he letter. 

You wrote just one letter. 

They wrote him and told him to come in and report; 
t here was a job !or him and he has not even 
answered t he letter. 

Send him a copy of t he letter and say \'le have had 
no response. 

Let me unburden myself this morning before we start. 

I have here a report !rom ~!cReynolds about e. man 
by the name of Rand, who, Senat or Reynolds wanted. 
lie never would employ a fellow 11ke t hat and he has 
a Job anyway. Do you mind tak1ng "charge of that? 

No, not a b1 t • 
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It will help me if you would. 

I will be delighted. 

1S 

He wrote the letter directly to the Boss , and the 
Bose told me to hire him. I merely sent a man dovn 
there to interview him and get hie application and 
t hat i s t he report we get - t he result of it. 

l'ihen I was in Chicago I had three different meetings 
out there on law enforcement, and I met Campbell, 
United States District Attorney, and Riley Campbell, 
our man, and Hadden. That was in connecti on with 
the two oases; the Ananberg case and the Skidmore 
case. 

Now, both Campbell , the District Attorne:r and Rile:r 
Campbell - I never eaw two fellows more confident 
than they are . They are so over-confident they Just 
don't seem to understand t he size of the case. 
Campbell , the District Attorney, has never tried a 
criminal case in his life and our man is out t here 
with one college graduate as hie assistant. 

lfuen I talked to the District At torney he said, 
"Oh, I am just counting on Riley Campbell and ~~dden, 
t hey are doing all the work for me and everything is 
lovely" . When you compare that with New York, 
whore Dewey gets the best brains available, has a 
couple of thousand apol1cants and out of t hat nWDber 
picks a dozen assistants and has everything tied up 
beautifully before he shoots, I just think - well, 
I just think if t hat is t heir attitude, and t hey 
are going to try this case - it is t he biggest case 
there is . They both sit back absolutely complacent 
and I Just think it is amateurish. 

Madden knows better, doesn ' t he? 

'l(ell, now, I am good 11nd eore at somebody around 
here. In the first place something is wrong. I 
was s ent out t here w1 th the understanding, and I 
was given a written memoranduc, which I read care­
fully that everything is lovely; that we are onl:r 
waiting for t he United States District At torney, 
and when I get there, in front of Madden he says: 
"I can not move because ~~dden is not ready• . 
There is nothing in the report about that. "And 
they are waiting for Hr. Green, who ie the lawyer 
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to come in and talk this thing over•, and there 
is nothing in t he report about that, and the United 
States District At torney, when I started t o put the 
heat on him says, "Well, J.!r. Morgenthau, I hope you 
did not tell lo!r. Hurphy that", because he says, 
"Your people are not even ready". 

\'1111 you get word to Elmer, I want to see him at 
t en-thirty, will you Maok? 

I will. 

He gives me a written memorandum and \ :hen I begin 
to put t he heat on those fellows because Elmer has 
been putting the heat on me , and I go out t here 
and he says, "Well, when your fellows are ready 
and t hrough dealing \11th the taxp'!l.yer, why, I will 
be ready, but t hey are not ready• . 'He never 
mentioned Mr. Green, t he attorney tor 1~. Ananberg; 
he never said t hey wanted another week to get the 
Canadian papers, and he gave me t he written 
report on Fri day and t here is not a word or i t -
not a word, That i s the thing he sent me out with , 
and I don't like it. If he had said, "Now, we need 
more t i me or tte have got to give the attorney tor 
Ananberg another chance to come in and then put the 
heat on", but nothing like that. I want you to-

I did not get any idea that he had to wait either. 
I am very much surprised. 

1.1'ell, I have been t old since December that the case 
vas finished and all tied up and that we trere Just 
sitting back and walting tor Campbell, a nd when 
I remlnded Campbell or t hat he said, "Oh , no, your 
people are not ready and are not ready now•. You 
better be here at ten-thirty. I don't know >rhether 
you want t o get in on this or not. 

I will if you want me . 

It is not necessary. District Attorney Compbell 
had to leave it up to Riley Campbell and one college 
graduate to prepare t he Ananberg and Skidmore oases. 
Somebody down here I think is childish. I mean, t he 
whole thing - I mean you compare the vay they are 
handling this case with the way cases are handled 
uo i n New York - t here 1s no competition tor a tellov 
like - what is his name, in New York, because he 
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does a decent j ob. He is on the job. He has 
prepared his oases, but in this case we are de­
oending on one lawyer and a college graduate. It 
ie sickening. 

Do you know anything about t he case out there? 

No, I don't know very much about it , Mr. Secretary, 
I have not been ·i n on it. 

Vlell, who is the fellow over t here that is re­
sponoible . 

liell, tllese oases are preoared by investigators 
and turned over to Justice :f'or oresentation to t he 
gr and jury. We don't oreaent t hem. 

Riley Campbell i s doing the whole work. 

And a s I understand it :f'rom Elmer Irey, t hat is 
t he way he wanted it . 

I am not a lawyer but the Ananberg case - forget 
the Skidmore case , t he Ananberg case is t he biggest 
criminal case this Administration has ever had and 
it was initiated by the President of t he United 
States and I have been told and led to believe -
Mack, how long have you thought that the case was 
finished, as far as t he Treasury was concerned -
am I wrong? 

Well, for the last couple o:f' months , at least. 
May be more. 

You thought what? 

That t he case was ready and waiting to go to 
Justice. 

That is right. Well, i t 1s not. We have not even 
f1n1shed it. '•fe are not prepared. I don't like to 
be made a monkey o:f'; I don't mind being made a 
monkey of when it is in a good cause, but when it 
is on us I don't enjoy 1t . 

I have this statement . It has not been checked yet . 
I will take 1t back and photostat i t . I notice 
one miotake there . It should be -
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Now, would Harold come in on t hie. 

The Ananberg case? 

Yes. You better s i t i n on this a s my f i rst 
coordi nator. 

At ten- thirty. 

79 

Yes. You better get in on this . You better sit 
in on it . 

Yes, sir. 

And one other thing. There are fifteen thousand 
pool rooos that a re served by t he Ananberg organi­
zation. In ChicAgo they went around to the different 
pool rooms and they have gone into a man and said, 
"Let us see your books" . •we haven't got any books•. 
\•/ell, ho•.., much do you collect?" •one million 
dollars• . 11 \'fhltt 1\re your e=enses? ~. "$900,000". 
11 \·IJ'>.at are your profits?• " $100, 000 11 • Then they 
go through his books and they oicked up several 
hundred t housand dollars in that way. But as far 
as I know Chicago is the only place ~<e have done 
t hat, l'.nd t here are fifteen thousand pool rooos 
in the country, and t here are thousands in other 
communi t ies where th1s is going on, and ~<e sit 
right back here and knowing this thi ng i s going 
on, do nothing about it. 

lfnat about ::ew York? 

lf"nat about the United Stat es? I !mow what t he 
matter is. lie are just asleeo at t he awl tch . 
There are fifteen thousand pool rooos, and nothing 
happens except in Chicago. You better sit in too, 
Jo!m, at ten-thirty. And I am goi ng to want 
Mr . Helvering, a nd 1mat is t he attorney's nrune? 

llenchel . 

Here a t ten-thirty. It i s d i sgusti ng. They have 
got t he evidence . They know how i t works , they 
know t hey could go into every cit y and I tllll bet 
you t hat in t he United States they could pick 
up ae much as they did in Chicago, and i f that 
can be used ae a basis , t hey could pick up, oh, 
!rom ttro to f i ve million dollars. It 1s just 
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lying there and our boys know it. Irey's 
organization knows it but nobody does anything 
about it. I &Ill not very proud or the Treasury on 
its law enforcement or on the tax end or it. In 
fact I am ashamed of it. I mean somebody is just 
sitting back and waiting. The opportunity is all 
over the United States tor the people to do it but 
nobody has t he initiative; nobody has the moral 
force to go after it. It is Just lying there on 
t he doorstep and nobody picks it up. I used to do 
this thing but I haven 't got time to· be a policeman 
now. W'nen I had Harold doing this thing I di d not 
have to push him. I gave him one push and he kept 
on, but certainly somebody is hsle,ep at the sw1toh 
and the Treasury people know this is going on. 
They know they are evading their i .ncome taxes and 
the underlying reason tor t he racket i s the graf t -
the payoff in all municipalities, but nobody is 
doing a thing about i t. 

This fellow Cooney, who had four places. Hie take, 
this one man, vas over t110 million dollars, and he 
1o the man that has this night olub and when they 
wanted ent ertainment - lUke Igoe wanted entertain­
ment, he furnished 1t . They just go to this 
fellow and he shove everything when they get down. 
He keeps no books , I mean, h e eho1ts expenses and 
his whole business and you get the whole story 
how t he graft is made and how i t is paid, and i t 
all right t here - what are you going to do, Mack? 

I am going to get Helvering. 

Let ~ coce over cold. Let him come cold, will 
you J.lack? 

Yes, absolutely. Just want to get t he call in. 

llo~1 what did you have, coming back to financing? 

This stop statement is t he overall l1m1tat1on or 
torty-t1ve billion dol l ars. The last line shows 
t he balances that you oan yet 1osue at the end of 
each month. 

Do you want to look over m.y shoulder, John? 

Yes. 
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You go into January with aporoximate~ t wo billion 
dollars or t he forty-five billion dollar lim1tation, 
so you can go to the next Congress before you get 
the forty-five billion -

You mean I would have a margin or two billion? 

Yes, until July 1. These are all based on budget 
estimates. Now, our bond issue -

And how much would my balance be? 

Your cash balance? 

Yes. 

It would be two billion three, as I recall. 

And how much would it be on t he first of January. 

That is not s ho wn here. This is strictly debt. 

I want to kno~r \that the balance 110uld be. 

Two billion, t hree hundred and ninety eight. 
could even have financing in 14arch. 

You 

Would you mind doing th1e over again and run me 
through until the 15th or !larch, next year, and 
run me t hrough on a baeie or five hundred m1lli on 
dollar balance. 

In 1-U\roh or June . 

tlell, let 'a say to the first of l•!arch. \louldn 't 
that be a good time to break it off - get two 
months of Congress - would not run into receipts 
then. 

Yes, I think you can get by t here and have a 
substantial balance going into Harch. 

If you would run it orr again tor me, let or March 
five hundred million dollar balance, first or 
March next year. 

Then that outs down on these bonds in here. 

\ 
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Yea. 

Your 8ocia1 Security tax ell are going to increase 
January 1, and some of your debt increase is going 
to come in there. 

Well, let us run i t to the first of March; run the 
ba1ance down to five hundred million and see wher e 
we will be. 

You mi ght look at this tor a moment. 

What I want t o know i s where I ~tould be on the 
first ot March and not leave everything just ao 
i t is - just let our bnlanc e run do~m to five 
hundred million and t hen show where we would be 
on t he firs t of ~!arch . \1ouldn 1 t you say that 18 
a good thing - that does not get into big receip ts 
or into t he 15t h of !·!Arch financing. 

That ahous you comfortable on t he firs t ot J anuary. 

That 1e on the overall torty-t1ve million. You 
are not comfortable on the bonds on t hat basis. 
You have a deficiency at t he end of September ot 
sixty mi llion dollars of bond limit ation. 

This September? 

Yes. I have assumed that you want to r efund the 
Septembers in June and t he Decembers, and I have 
assuc ed t hat t~to-thirdo ot t he cash will go into 
bonds, so t hat in September you uould have a 
sixty-one million dollar deficit. 

~/ell , this is enough to shou t he President. 

I think so , but I ~~uld like to check it. It is 
jus t ott ot the typewriter. 

Will you have it tor me this morni ng? 

Yes . 

Now, how about t he orange and blue foo d tickets . 
how is it going? 

\~e had, what I consi der to be a very satisfactory 
conference with the General Accounting Off ice, 
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after you and Secretary \•fallp,ce l ett, M d I t hi nk 
t hat there is no likelihood they will interpose 
the sli ght est obJecti on to our doing exactly what 
i s planned. 

Have you got a penci l? 

Yes. 

In talkine; ~•1th these people i n Chicago - not la1# 
enforcement, they made an excellent suggestion, 
and t hat was t hat there should be an educet\onal 
campaign i n the cities 1·1herc thi s is t o be tri ed . 

As a matt er of fact, I think 
answered at our discuss ion. 
they have definitely planned 

t hat question wa s 
I understand t hat 
to do t hat . 

\-:ill you ask !Ulo Perki ns about it, and what t he 
nature of it is and suggest that it should precede 
this thine;. 

There was an art i cle in Time magazi ne about t he 
plan , end t hnt said somethi ng about t he conclave 
of t he grocery men i n l·lashi ngt on some t i me this 
week. 

But lffl.at I am talking about is for t he consumer -
t he consumer. The University people felt very 
definitely thi s should not be in cit ies over 
one ~~ndred thousand and also possi bly, i t should 
be tried in one city of t en t housanC.. 1'1111 you 
contact 1!1lo Perkins? 

Yes . 

I t seems to me, something will have to be I'IOrked 
out to take care ot t hese f armers markets . There 
is no association of t hose people . They don't 
b elong to any trade group . ltost of t he s e WPA 
people go do1~ to the wharves and buy their 
vegetnbles froo t he Virginia faroers, who bring 
t he vegetables up to thi s market. They can not 
buy there with these tickets. I thi nk you are 
goi ng to get a tP.rr1ble howl . 

Harol d , ~1ill you find out about that? 

Yes. 

-
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You be back at ten-thirty. 

Yes. 

Harry. 

Last week reported the capital in-flow one or the 
largest - forty-two million. I have a letter here 
that I would like to bring up. We are getting so 
many requests for questions on gold and there 1e 
so much coming up on the Hi ll that if we could get 
a letter like this from Wagner or Sumners, and 
answer it, 1t would be very helpful to us and 
very helpfUl, I think, for some educational work 
on the Hill. 

I will tell you what you do, You get a hold or 
Bernard and have him fix up for Harry to see Wagner' s 
secretary and his secretary or the Committee, and 
talk it over with them and it is all right to shoot 
the works. 

That is exclusive or anything with reference to 
Stabilization - just gold. 

I think the Stabilization Fund and t he devaluation 
is t he thing we need first. 

You would like to include t hat . 

Go up and see, through Bernard, the two people, 
his own secretary and t he secretary for t he Banking 
and Currency Committee and ask Wagner's peopl e what 
t hey think t hey need the moat to get through t his 
legislation. Then let us get that thing through 
first . Talk t he whole thing over. The sky is the 
limit. Then when you come back,after seeing those 
fellows, and maybe they will let you talk to 
lfagner, and then recommend something, but have it 
ready for me and I will go up and see those two 
men. 

It i s the same fellow - Wills is his name. He acts 
as Wagner's secretary and t he clerk or t he Committee. 
Wills i s his name. He acts as both 1·/agner ' s 
secretary and t he clerk or t he Committee, and he is 
a nice fellow and you will have no trouble arranging 
it, I think, Mr. Secretary. 
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It is like t he question t hat Charlie McCarthy asked 
t his woman, what is her name, Beatrice Fairfax: 
"What i8 the right kind of a girl tor a man to marry' 
she sa.id, •one is a good housekeeper and companion• . 
And he said, "Wouldn't that be bigamy• . 

A story no man can tell to his wif e. 

When you t alk about these two secretariee being t he 
8ame person it sounds l ike bigamy. 

I think our r ecord up there is seriousl y defec tive 
before both Committees. We have got all of these 
fi f ty-five alleged economis ts a gainst the de­
valuation po~ter and all of the expert testimony 
t hat they have called in is against the devaluation 
power, and we have nothing on the record except 
Treasury testimony to support t hat. I t hink we need, 
very badly, 9ome reputable economi st to testify that 
it i 8 a good thing. 

That is what I was goi ng to bring up. We have to 
put rebuttal testimony in. 

You t allows work it up and give me a concrete 
suggestion and you will get a yes or no answer 
trom me in thirty s econds. It is up to you fellows 
to carry it. That i s all . Are you will ing to 
acc ept t hat respons ibil ity? 

Right . 

O.K. Work it out with Foley and Geston . 

Dr. Rummley called me up at home yesterday re­
presenting the Commi ttee tor the Nation. He lfants 
to help and I told him quite bluntly t hat if we were 
to bring in anybody in favor of d evaluation on his 
side ot t he camp that would be t he surest way to 
kill it. 

\/ell, it you and \flute and what is his name, will 
go up and s ee this one man. 

The bi gamist . 

Yes, you will ge t an a nswer quickly enough out ot 
me . Anything else, Harry? 

That is all. 
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I lfould 11ke to tell you something right after the 
meet i ng - just take a minute. 

All right. 

I 1·rcnt do1-m and saw Senator Adams Friday afternoon, 
nnd talked about the constitutionality of the power 
to revalue and left a ten oage memorandum and I 
think he 1s satisf ied now. Feis called up Saturday 
morning and said they were going to talk with the 
German Embassy early this week about t he scheme, 
the barter scheme and tell them unless t hey stopoed 
it that count ervailing duties were goi ng to be 
imposed. 

That is right . ~nat happened in Cabinet was this: 
The President himself brought 1t up and used the 
memorandum Hh i ch I gave him last ll.onday. Using 
that, he brought 1t up and he took the enti re 
blame for hol ding it up, on himself and said that 
t he State Department had asked him to hold 1t up 
for various reasons, and t ha t he had concurred. 
But t hat now, he was going to ask t he Attorney 
General to give him a ruling . The Attorney General 
said, " I can give you one tomorrow that will be 
favorable", and he said, "No, I don ' t want 1t 
until two weeks from Honday• . I sai d, "And 
suppose the State Department continues to object•. 
He said, "lie wil l give them two weeks froc ~:onday• . 

And I said , 11 I think I am entitled to an At t orney 
General ' s opinion" , and Frank lt.urphy said, "You 
will get it". So the President said, "llo, I don 't 
want 1 t until tlio weeks from ll.onday•. Then t he 
President said, "You can tell the young man up at 
t he German Enbas sy t his 1s coming ; i f t hey want 
to chanee t he i r lfayo it i s all right , but 1t i s 
1n t he hands of the Attorney General" , and he 
said "Henry ha s been worrying about go i ng to j ail, 
and no11 we uill let Frank !:ul'·ohy 1vorry•, and 
Frank said, "I will give it t o you tomorrow•, 
and he said, "tlo, not tomorro~<. • 

I did not say a word about our boys being on the 
\later. I thought 1 t better to let l.t ride. 

I think t hat is right . I did not tell Fe1s uhen 
I talked to him. 
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liell, I have not said anythi ng. So everything 
broke but the Pr esident took the initiative. He 
t ook the entire blame on himself t hat t he thing 
was held up and also told us that Homer Cummings 
had it, and had 1t, he thought, since l as t f all. 
But I corrected that. So he said, •Tell the 
Ger~ Embassy it is now in the hands of t he 
Attorney General• . 

\"/ell , t he conversati on took a funny turn. Feis 
said he wanted a memorAndum from us givi ng all the 
details so that they could be forti fied when he 
talked to t he German Embassy, and I said, "What 
more do you want than the four-page memorandum 
we gave you last fall". 

Oct ober 31st • 

Yes. He said, "J ust a minute•, and he turned to 
his associate and came back and he said, "Well, 
we want something nasty•- he wants aooething that 
will di stinguish t he facts that you gave us last 
f all from the explanation the German Eobaesy gave 
us two years ago , but he said, "I don ' t think that 
is necessary because the decision has been made 
t hat we are going to go ahead and al l we need to 
do i s tell them that" . So he said, "I don't 
think that background is necessary• . And I said, 
· ~tell , 11e want to give you all we have so you 
will be fortified when you talk to these fellows•. 
And he said, "11ell, let me have so and so - get in 
touch with your men•. So I suggested t hat he cone 
over and talk wi t h Bi ll Johnson today or tomorrow. 

I would let it be between t he State Department 
and Johnson. They have go t all of the fact s. 

Hasn ' t t he State Department put you on the spot? 
Connery says he has this l etter on the State 
Depar t ment. 

I know. That is all right. I told t he Stat e 
Department please not t o write any more letters. 
The President told el even people t here it was his 
responsibi lity. But t his is all right - we are 
all right nOl!. 

They have been t hrowing it back i n our lap. 
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I told t h em that at t he Cabinet. It ie all right . 
The Presi dent has decided we go ahead. He said, 
"Two weeks t r om today we will get the ruling• , and 
he used my memorandum whioh I gave him laet week. 
He just started the Cabinet right ott wit h this 
thing. That is what he started Cabi net ott with, 
George. 

I have nothing but the regular thing. (handing 
porttolio to the Secretary). The busi ness state­
ment will come in about twelve or twelve-thirty. 
There will be one or two interesting charts you 
might want to use . 

If everything is all r i ght, I hope to leave with 
my family on the 24th of l~roh to go to Sea Island 
for two weeks, and I thought that during the two 
weeks I am gone, that you might personally call 
on t hese various twenty- seven or twenty-eight 
businesses that have bee~ giving us t his information. 
I thought you might arrange that and I thought 1t 
would be good for you to call on these people. ­
these twenty- s even or twenty-ei ght businesses. 

That would be fine . 

You have not had a trip in the field tor a long 
time. 

Fine. I would love to do that. 

I see by the papers, where a blue sign has been 
made. Aren ' t you t he fellow that had the blue sign 
printed? 

\'There did you see that? 

The New York Times, twice, Friday and Sunday. 

And I noticed there is no uni on label on it. 

Isn't there? 

No, I am just kidding . 

I guess it is on there somewhere . Ir i t is not, 
we will put one on there. 

OIO or t he other? 
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Have you got anything, John? 

I have nothing. 

We will do a little law enforcement at ten-thirty. 
Put this fellow Harold Graves after them and they 
will know eomethi.ng hapoened after I get him 
started . He needs a little field work too - a 
littl e law enforcement. Her bert, did you see what 
the Chicago Tribune ea1d about you Sunday? 

No , I did not . 

They have a full column; "Herbert Gaston has a 
dictaohone in six dif fe r ent offices• , seriously, 
"in order t hat he can keep tabe on them so they would 
not give out Press stat ements without first 
calli ng on him• . Honest . ( laughter) 

You know what that thing i s for? 

That is good advertising. 

tlell, you asked for it, Herb. 

l'lhy didn ' t you tell me? \'/here i s mine? 

I could not g et one in your office. 

Seriously, •Herbert Gaston has six dictaphones 
in different places to make sure t hey don't give 
any Preas interviews• . (laughter) 

That is a kind of hollow laugh. 

I ~till be glad to demonstrate it. 

You bet ter call him up, t he man of the Chicago 
Tribune office, and show h.i m what it is. 

That boy knows what it is. They don't care 
about t he truth or any story. I wonder if we 
could not go to Congress and ask for a lit t l e 
simple resolution permitt ing us to charge for 
t hese Treasury bulletins. If we don't do it I 
am afraid it is going to become burdensome. If 
we could charge for it we could keep it down to 
people that really need it. I t would not matter 
it i t went into miscellaneous receipts . 
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Do you need legi slation' 

I think we do • 

I think we do. 

Commerce has special legislation to permit it to 
charge tor their stuff. 

90 

Get an amendment through on the War Department bill; 
they ar~ friendly. (facetiously). 

Does the Superintendent o! Public Documents nave a 
special law? 

Other Departments are permitted to sell literature. 
Commerce, I think has that, but it i s by provision 
ot law or resolution that they are permitted to do 
1t . 

Are their mimeographed documents ever sold? 

Commerce does i t. 

0 . K. 

(Meeting concluded) 
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You know yon ee1d something about 
a.nd ! tried t.o get. you t or lunch. 
you know I ' o a vailable any t. 11De . 

~ant.1ng t o 888 me , 
I just want t o l et 

Al l right, Henry. 

So any t i me you want me, I ' l l r,un up there. 

Yes . Wel l , t here were some ot t heee other t hings wer~ 
cr?~Q ln~ me . I couldn' t. get away. 

~ell , eit her I ' l l r un up, or if you come by her e­

Well - -

Y?u t Pl l me wha t you want , and I ' m a t your al!rv1ce. 

I ' ll chat with y ou t omorrow, I t hink .. Today I 've got. 
t hree hearings on. 

\'/ell, do you want. t.o come do~n· tor lunch t.omor i 'O"? 

We l l now, l e t ' s make i t only t entative , H~nry . 

I 'll give you an opti on . 

I ' ll give you a call t hough . 

I 'll give you an option on 1t. 

Al l right, thank ,vou very much. 

You ' re wel coiDe . 
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10:30 A. H. 

? . .ESEJ:T : 

H. ::.Jr: 

llc:teynolds: 

H. !l. Jr: 

Secretary Morgenthau 
Mr. HcReynolds 
Hr. Foley 
Mr. Graves 
Mr. Helvering 
J.!r . I rey 
!lr. 1·/enchel 

(Secretary 's Office) 

I was i n Chicago Saturday and Sunday, and I salt 
~lr. Campbell, United Stat es District At torney, and 
l-lr. !\Hey Campbell. , our man and l-ladden. 

!·l11dclen is out in t he o t hor room now. 

Let him etay t here. 

11hen I started to go after t he United States District 
Attorney tor not beginning to do something on the 
Ananberg case, I started to put t he pressure on him, 
why, he came right back at me and said the Treasury 
was not ready, and sai d that you, (indi cating 
l~r. I rey) had been out there t~e ~;eelt before and 
l·lr. l·ladden has asked for additional t1::~e to get 
these Cru1adian reports and give 1-ir. Green, Ananberg 's 
attorney , time to talk the matter over and that he 
was waiting on us. \'fell , you could have t hrown a 
cold glass of water i n my face and I would have been 
just as pl eased, because I have been under the 
i mpression ,since las t December, and I have checked 
this with !·lack , and \~e have been s1tt1ng here 
wa1tin~ and waiting for t he United States District 
Attorney to be confirmed and everyt hinG was up to 
h1m, and we have just been sitting back wai ting, 
and Hadden sa1d, "Yes, t hat i s right" . And he sai d 
t hey had to have these Canadi an records and t hey 
owed a courtesy to l·lr . Green, the attorney out t her e, 
to talk to him and t hat he needed at least anothel' 
weelt. 

Nol~, there 1s nothing in your memorandum t elling 
me, and nothing ae far 11e I know that you had told 
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me about those matters. I have been under the 
d1et1not i mpress i on that t he case was closed and 
we were waiting for a Dietriot Attorney to pick 
it up. 

You are asking me, ~lr. Secretary? 

Yes. 

l'lell, Mr. Secretary, to my mind the case has never 
been closed. The case could go on for years for 
investigation and still develop evidence, but I do 
fee l and have felt right along the case is ready 
for the United States Attorney to take it to the 
Grand Jury at any moment. !•:ow, with respect to 
t he Canadian recorda. In the first olace we were 
told not to contact t he United Stat es Attorney 
until after his confi rmation and he was only con­
firmed within the past month or maybe five weeks. 
So, only since that time have we dlacueeed it 
with him. It is since that time that these people 
did come in with the Canadian recorda, but t hey 
are not necessary to finish consideration of those 
to go before the Grand Jury. 

lfith respect to the other phases of t he thing , I 
told you that, or rather, you ment ioned this man 
Green of the law firm out t h ere and our promi ses 
to him. \'/e have s i mply told h1:n right along that 
we would give him an opportunity to explain items 
in t he case. When I was out t here the other day 
there were dozens of obs tacles which must be 
cleared up before t he let of April and that was 
one of them t hat \1a& to be cleared up this month. 
1'/e are at1ll ready to go before the Grand Jur y 
the let of Apr1l and that ~<ae the date that the 
United States Attorney fixed. 

There is nothing 1n your memorandum telling me 
that the Treasury was not ready and t hat the case 
vas not finished ae far as we are concerned; and 
you have been after me to get after these people -
you have been after me t o get after them, and 
when I start to put the pressure on them they said 
they haven't even seen the records - they have not 
been turned over to them tor study. And here you 
are , You say you are not ready because you want 
to aee this fellow Green. You gave the memorandum 
to me Friday, There ie nothing in that statement 
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saying that we needed additional time. 

Well, Mr. Secretary , he told me he would not be 
ready to go before the Grand Jury until April. 
1·Te don ' t need any addit ional time. 

Here it ie the 13th of March. Our men say they 
need another seven days, that will be the 21st. 
How can a man prepare a case like this. I will 
ask Mack. Mack, what do you think - am I wrong? 
Here ie your friend Mack. Am I wrong, Mack, in 
being under the i mpression that this thing was 
finished and we were waiting for the Distriot 
Attorney. I go out there and there is nothing 
in your memorandum that says our attorneys and 
your own man needs additional time. 

We must have certain matters passed on by t he ~an 
that is going to proeecute the case. 1fe have had 
to try to tind out who the man le, who ie going 
to prosecute the case in order that we might have 
him pass on these pointe. 

If you don't mind my saying eo, I think you put 
me in a very difficult spot . I did not have all 
of t he information when I went out there. lle are 
not ready and we are not ready today. Madden is 
not ready and has not turned over a single paper 
to t he District Attorney. 

Riley Campbell has every record there is. 

Riley Campbell is not going to present the case. 

That is what he told me on the let of March. 

He is not going to present the case. Campbell 
said he ie going to present t he case himself. He 
said he asked Riley Campbell and Riley Campbell 
is going to sit at hie elbow. 

That is a decision they have reached since I was 
out there March let . 

I still say that when you let me go there under the 
impression that this thing was signed, sealed and 
delivered and t hat we were sitting back waiting on 
the United States District Attorney , I say you put 
me in a wrong light, as far ae this fellow is 
concerned. Now I will let Mack tell what he knows 
about it. Am I right or wrong, Mack? 
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Well , so far a s I knew, from the information t hat 
you had, the case was ready to go . 

Well, you have talked to Irey. You talked to him 
when be came back from Chicago; you have talked t o 
him more than I have. Don't hesitate - be fair. 

Elmer told me that - or course, I don't know- I 
never presented one or t hese cases to a Grand Jury. 
I haVe never presented a case like t his to a United 
States Attorney and I don't know what t he difficulties 
'~ere, t-ut I cert ai nly had the impressi on that the 
thing was ready for the United States Attorney to 
handle. I had exactly the same i mpression that you 
have. 

\I ell , t hat is t he i mpress ion I had, Elmer. I 
don't know what your im~reeeion waa. (addressing 
l-!r. Hel vering ) 

\fell, I understood for some time, that the case was 
kind of held up on aocount or this fellow not being 
confirmed, and as '1Uick as that was done, 11e would 
be ready to go ahead. I did not understand that 
all of t hese phases or t he question had been 
thoroughly rooted down to the bottom, but I under­
stood t hat it was ready to go to t he Gr and Jury to 
secure an indictment. 

llr. Secretary, may I repeat t hat we are ready; we 
have been ready to ~resent it to t he p rosecuting 
officer, but t here are certain things t ha t he must 
determine before it can be presented to t he Grand 
Jury, and Just as soon as Mr. Campbell - I told 
hi m t he other day, out t here, we were ready to give 
it to hi~ tomorrow and he indi cated to me t hat 
Riley Campbell was gains to present i t. He has had 
all of t he files and has had for two years. 

He ie going to present it himself? 

Now, he did not tell me t hat, Mr. Secretary. 

But t hat i s neither here nor there. The Whole thing 
is you have been egging me on to get t h is fellow 
conf irmed, and get this fellow started, and left 
me under the i mpress i on that we t1ere ready. I have 
asked you whether we 11ere ready before elect ion 
and you said •No" . Then I asked you tor a memorandum 
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and there was nothing in your memorandum sayi ng 
that we need another week or two to prepare this 
case. There is nothing in this statement - I did 
not prepare these statements; you prepared it . 
There is nothing i n there -

\lell, maybe - maybe I can not make myself clear 
to you, but the point I am trying to make ie , we 
have been ready and are ready today to present 
everything to the prosecuting otficer,and Just 
as soon as he is ready to go before t h e Grand 
Jury, ~1e will do so. 

But that is where you are wrong. Madden says he 
is not ready and will not be ready until he has 
had a conference with Ananberg 's attorney. 

Green. 

Now, may be when he has this thing, may be t hey 
are going to pay the tax. 

They are not going to have an opportunity to pay 
the tax. 

\'/hat l.s the sense ot conferring with h i m then? 

Because it is the nract 1ce or t he Department t o 
confer with these neople. 

\/ell, he is not ready. He has waited for the 
Canadian stuff. He has now brought in the 
Canadl.an stuff, but even with that, 1-!r. Campbell , 
t he Dl.atrict Attorney, said to me : "Hotf, 
l~ r. J.!orgenthau , there is no use putt l.ng any 
pressure on me because I haven't the records; 
your people a re not ready, and t hey need additional 
tl.me, and when they are ready I ~11.11 be ready", 
and t hen he said, "I will need time to study t he 
recorda but t he records have not even been turned 
over•. 

I don ' t want Madden sitting in on this, but I went 
all through this thl.ng and then !~adden started to 
argue and I said, "I have given you Irey's records•. 
I d id not want to leave them lying in the hotel 
room. And I said, "Have you read it •, and he 
sal.d, "Yes". 

Regraded Unclassified



I rey: 

:lenchel : 

H. M.Jr: 

\/enchel: 

::. :!. Jr : 

lenchel: 

P. . :.;. Jr: 

Irey: 

97 
- 6 -

Now, that is enough or that . Now, I want to know 
where do we go !rom here? I mean, I hated to go 
out there and put t he pressure on this tellov 
Campbell and then have him sit back and sa7, • well , 
now, I hope you did not sa7 anything like that in 
Washington, because we are Just waiting on you 
boys• . l~dden was there and heard the whole con­
versation. Now, where do we go !rom here? 

I would like to just ask the lawyers one question -
Just to supoort me, because or their experience in 
such oases: Isn't it your understanding t hat when 
you present a case to a United Stat es Attorney he 
must review i t and t hen decide what he wants done 
rrom his own knouledge and Judgment before he goes 
to the Grand Jury. 

Yes, we have been wa1 t i ng u.ntil a prosecutor vas 
chosen in order to sit down with him, the prosecutor, 
and exolain Just what the case was. No one can go 
in there, Br. Secretary, before a Grand Jury and 
at tempt to present a case or thls size until he has 
sat down with the man, the attorney, who has 
studied it and -

Now, wait a minute. At some place in your investi­
gation, you turn a case over, don't you? 

Right. 

Well, ~:e haven 1 t even turned it over and we are 
not ready to turn it over today. i-le have not even 
turned any records over. 

or course, I don 1 t knO\f anything about t he turning 
or records over to the District Attorney. 

There must be some place where you say to the 
District Attorney, "The case is ready, we are ready 
to turn it over to you tor prosecution•. ~aere 
must be cut orr, I mean there must be some time 
when the Treasury says: 8 \fe have completed our 
investigation; we are ready to turn it over to 
t he Attorney General's office ror prosecution•. 

Mr. Secretary, there isn't such a place in such a 
case. And there wasn ' t such a place in the Capone 
case; there wasn' t in the Maxie Gordon case and 
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Dutch Bohul.tz case. There was no such place. And 
there isn ' t such a place in t his case. Tiue case 
ie being handled 1n a different manner. In other 
cases, we complete the investigation and make our 
report and preeent it to the General Counsel, who 
sends it to the Department or Justice and says, 
•we are t hrough; here is t he case• . In this case, 
our men are i nstructed to confer with t he United 
States Attorney and give him what they have and go 
along with him in the nrosecution of the case . 

}fuo inetructed you to do that? 

Thnt hns been our understanding. 

It is your understanding, but you never told me, 
artd never told anybody else. You came back from 
Chicago and had a complete conference with 
!~cReynolds, didn ' t you? 

I told l·!c!leynolds what went on out in Chicago , 
yes sir. 

But a si de from everything else, the t hing that 
bothers me about t his thing is, t hat this fellow, 
t he District Attorney, can t ake the position: 
This is the Treasury case; t he Treasury hasn't 
completed its investigation. He, t he District 
Attorney , is goi ng to try it and if anyth1n,; ,;oes 
wron~ it is because t he Tr easur y did not prepare 
: he case nro~erly. I t~nk it is a silly oosit1on 
to be in. I think it 18 a silly position. :1e have 
got Riley Camobell. I don 't know who t he hell 
Riley Camobell is. He has one man, a recent 
graduate from a l a\·1 school. Now, I asked him, 
"Are you all right", and he said, "Yes ". No,1 , how 
the hell can one man and one recent graduate pre­
pPre not one case but two cases? 

Tha t is t he reason we tried t o get an exoerienced 
lawyer to handle this case; that i s t he reason I 
reconmended this tellO\f Pouste out t here. 

He doesn't want him; he says he has a taint. 

What we had was ready tor Campbell at any time, but 
it was distinctly my unders t anding t hat he was going 
to hsve Riley Camobsll present the ca se to the 
Gr and J ury and then oromieed me othPr a t torneys 
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would be appointed from time to t ime to pros ecute 
the case. 

He is goi ng to do it himself. 

He told me he was going to be General, by the way. 

Riley Campbell , Mr. Secretary, is tully ca~able or 
turning this over to the United States Attorney 
tomorrow. He has everything. He has worked with 
the case. Now, I don't know anything about this 
proposed conference with Green, but I do know that 
Campbell has sufficient, right now,to turn it over 
to United States Attorney and then it is up to the 
Uni t ed States Attorney t o say 1mether he wants to 
go this way or thRt way. 

He is not ready because they.have not yet turned 
t hese Canadian reports over t o !11m. 

They don ' t have to have the Canadi an reports. 

llell, he says he does . He says he does. Now look, -
let us - we have been talking about this thing for 
two years; I don 't want this thing ditched. 

It ie not going to be ditched, Mr. Secretary, it 
is a very good case. 

I neYer vas more shaky about t he whole business 
than when I sat out there, and there those two 
young fell011a were talking and asking, as though 
they had it in t he bag, and then when you compare 
this with t he way Mr. Dewey pres ents and prepares 
a case and handles it , we are like a lot of 
children, and tor me to go out there and take the 
attitude that 14r. Campbell and Ur. Distri ct Attorney 
took, why, I don ' t like it, when t hey snap back: 
"HOlt co.n I, when the evidence ie not turned over 
and your own man says he i s not ready". 

Now, I don 1 t like it, and I Rill saying that to try 
two oases, as important as t hese cases are, and 
depending upon Riley Campbell and one law student , 

I think it ie Just childish. 

l'lell, so far as the prosecutors are concerned, 
14r. Morgenthau, I agree w1 th you, but we have not 
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been able t o get this United States Attorney to 
anpoint anybody more experienced. 

1·/hy should we , as the client, I mean, the obvious 
thing is whenever the Treasury says the case is 
finished, •we are ready•, then the thing to do ie 
for somebody to go over to the Attorney General 
and eay, "Here is the most i mportant criminal 
tax case we have had, a case which the President 
of the United States started. No11, l·lr . Attorney 
General , will you please take hold or this thing" . 

Now, it is not f or you or tor me to fi nd attorneys 
and to be fussing about what clerks and all the 
rest of that stuff. It is up to the Attorney 
General to try this case and I want a cut off date 
so lthen the case goes wrong and goes sour, he can 
not say, "This was wrong and t hat was wrong• . If 
t hey a re not ready for the April Grand Jury I 
would ten times r ather l et them go over to t he 
October jury, but I want, at so~e hearing, somebody 
to say to me, "The Treasury has prepared the 
Ananberg case and it is ready - we are finished". 
At t hat time, I shall 1talk across the street to 
the At torney General and say, "Mr. Frank f.iurphy, 
t he cp.sc is ready. 11ill you please handle i t •. 
And I don't 1·1ant ~!r . Elme r I r ey or anybody else 
to be looking for l awyers . 

l-:r . Secretary, I was directed to look for the 
lawyers. 

All right, no<1, 1-1e have not been able to do i t. 

But I subcitted several names. 

He does not 1·tant your lawyer. 

It was all done under instructions. I was not 
voluntarily doing t het . 

That is all right, I 1rl.ll share that with you, 
but I will not share t he responsibility with you 
or going out t here and t hen being told t hat they 
are waiting on us. !low, t here i s plenty or time . 
You have done a beautiful job , up to now, and I 
don ' t want to see it snoiled. 

It is not goi ng to be spoiled. 

I don't want to see it spoi led. 
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Now, Guy, this is Internal Revenue. Now, Irer 
baa done a beautiful job up to this point. Now, 
what I want is some place, at some time, for you 
t o tell Hanes and myself 'nat the case ia ready 
for tne United States Attorney. 

Yes. 

And when that point 1a reached and when you are 
eat1efied and when Foley 1s satisfied that we are 
finished, thon you say to me : "l·lorgenthau, the 
case ia ready; will you plenee tell Frank J.lurphy". 
Now, at that time, I will walk across with you 
and Elmer or llllybody alae and say, "Now, we have 
prepared the case• . But I do not want any slip- ups 
in this, but t he way it is now, t he first thing 
that goes wrong, Elmer is going to be the goat. 
It i s much better for him to come in here and have 
me gi '18 hie hell in t hlR rooc, than to have it out 
in Chicago, end in the papers , and eo forth and 
eo on. It is much better he take it from me, a 
dADned ei ght bet t er t han t aking it from the Attorner 
General, because he kno~<s I am his friend. 

Let me ask you : Do you approve of the procedure 
that we sit do~m with those attorneys renreaenting 
the t axpayers and chocking with t hem. 

\'lhatever is cus tomary. I don 't know ~that t he custom 
i s . I f you tell me t hat is the custom ~thy, t hat i s 
the custo111. 

That has been done in our cases. 

All I am saying to you is t hat at some point I want 
you to say, t he Treasury i s ready, eo t hat I can go 
to Frank !~urphy and say, "We are ready, t he rest i s 
up to you•, and then let hlm aaoume full re­
sponsi bility for not having these two Campbell&, 
one l-r1th no staff and t he United States Campbell 
saying he can not move until eight people are 
kicked out of t he ot'f'ice , and he can not ge t them 
kicked out . 

He said he can't do it, but ~<ith t he e1tuat1on as 
it 1s out t here , where he says he can not move until 
he gets eight neople removed from hie office, I 
want Hr. Frank l·lurphy to take full resnons i blli t y 
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arter t he Treasury says the case 1a ready. 

All right , ve will have a conference -

Will you check on t hat, John? 

Yes. 

I mean have a cut off date at eome olace. I would 
much rath er have it go over until next fall, than 
to rueh 1t t :!:trough in April. Just bow these two 
men can prepare t he J.nanberg .case and t he Skidmore 
case and be ready is just beyond me , when the United 
States Caopbell ' s office i s not organ1%ed. You can 
not object to that. • 

No t at all. I am delighted to have you lay out the 
plane. 

Do you check? 

Yes. 

Now, t he other thing t hat I want to bring to your 
attenti on is t hat l~adden tells me t hat he has gone 
after t hese houses in Chicago tr~t receive this 
wire service, and he has been able to collect -
I don ' t know how much - several hundred thousand 
dollars of additional taxes. But as far as I know, 
t he same procedure has not been folloY-ed any place 
else and we know t hat Ananberg is serving fifteen 
t housand pool roocs. If they can pick uo a couple 
of hundred thousand dollars by going around to 
pool roocs in Chicago, why can not we put on a 
s1c1lar drive all over t he United States. We know 
where the fifteen thousand pool rooms are . I take 
1t you have t he names, haven't you? 

Yes. 

And just fix up a Unit and go aft er t he other 
fourteen t housand. 

I shall be glad to do that . 

Again, if you don ' t mind, I don ' t think that the 
driving force should come fron here. I mean it 
baa been aucceeatul 1n Chlcago - hov lllany pool 
root:ts are t here 1.n Chlcagot 
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Five hundred. 

That leavee fourteen thousand other nool rooms. 
Well, I think somebody should realize there may be 
several million dollars we could pi ck up and I 
think some place, somewhere, somebody should have 
done it. Check? 

Yea . This is the first time I have heard about 
that. 

That \10uld have been done in regular course. I 
mean t hese fello~1s t hat are working on this case 
could, during breathing spells , make reports of 
these things and give us enough detail to furnish 
men i n t h e various Stat es. That ~uld have been 
done - that would not have been overlooked. It is 
fraud and t here is no statutory limit and we would 
not au!fer by a delay. 

The way you \rould sutter, Elmer, is this: This 
case uill bring out t he tact there are f i fteen 
thousand pool rooms receiving this wire service. 
The queotion would be : 111'/hathas the Treasury 
Department done about it", and what would be our 
answer? 

And there is one other thing , the excise tax on 
the use of telephone messo.bes. That tax would be 
about two million dollars . \le have been spending 
a lot of time tryin~ to work that poi nt out. There 
are innumerable angles to the case, but I have been 
trying to keep the fellows headed up t he straight 
and narrow nath t o get t hi s case to a head and try 
to keen from going ott on t o s i de issues too much. 

Your men in New York, t hey are not working on the 
Ananberg case . 

No, except -

The pool rooms in New York and Boston and t he pool 
rooms in the District, which are getting t he ser­
vice. \le have the names of all of them. How long 
have we had the names? 

Well, of course , \18 have had the names for a long 
t i me, but have not had any evidence tor such a 
long time. We have known what pool roome were 
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operating and receiving this wire service but the 
evi dence to tie them in has not been avai lable very 
long. It is only i n the laet few months. lfe have 
had revenue agents who were not engaged in the 
Ananberg case working on that. 

You fellows don't let me get out of this office very 
often, but I do get out once i n a while and on this 
particular trip I am not very pleased. It seems to 
me that if 1'/e can pick up $200 ,000 in Chicago on 
five hundred pool rooms, how much more can we pick 
up from t he other fourteen thousand pool rooms. I 
11ish you would set the wheels in motion. 

Yes, t hat is all right with me . How does this tax 
come up in the uool rooms - profit they make off 
of the opera tion -

The profit t hey make off of selli ng race track news 
which comes i nto the pool rooms over Anaoberg'e 
>Tires froo t h e race tracks. 

And t he way I feel , another reason, one of t he 
lmporto.nt reasons 11hy I want to put the pressure on 
16, t hat 11hen I asked Campbell, District Attorney 
Camobell -

Bill Camobell . 

Bill Campbell, the question,if we began to out the 
pressure on these fellows t hat t hey began t o see 
we mean business, will i t help to get 1fitnessee. 
Of oourae it wi ll, and he needs witnesses desperately. 
\·/hen you begin to bring in pressure on these peoole 
they are going to gat fri ~ltened and come in and 
squeal, but if they think they can get away with 
this thing indefinitely , they are not going to get 
any help and Bill Campbell said he needs that sort 
of thing very badly. \·/hen the papers get it , t hey 
11ill see we mean business and we will get t he oublic 
back of ua. 

I will have an analysis made of t hat and get some 
men - we will have an analysis made of t hat and 
get the names from t he various places and get some 
men on t hat, 

This had never been called to Hr. Helvering's 
att ention befo re. 
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You better not let me go out i n the field again. 

And there may have been other things i n the oaee 
that have not been called to his attention; I will 
go into that v1 th him. 

I think we should get going and I say, i t we begin 
breaking this all over - and by the way, it will 
get away from the persecut ion talk - persecuting 
Ananberg and so forth. I mean it will eliminate 
the proposition or Joe Guffey trying to get 
Ananber~ or the Administration tryi ng to get 
Ananberg. It will be the system over the whole 
country. And or course, it is the basis for graft 
from more municipalities than any other thing. 

I suppose it is connected with all large cities. 

Every city of any size in the United States. 

And it would not exist were t hey not to pay graft. 

That goes without saying. 

Elmer, up to this point, ewell . Now, we will all 
share this responsibility with you. 

I appreci ate that. 

Mr. Helvering and you t oo. (pointing to H.r. Wenchel) 

You get in on this thing nov and it is a big thing . 
Now, about t he Skidmore case . I don't know, that 
is something elee. 

Thnt is more or a local case. 

This (Ananberg case) is something that t he President 
of the United States asked us to do. How much 
money have you spent on it, up to this time? 

I don ' t know. There have been thirt y-rive agents 
working on it tor two years and a half. 

It ie the biggest case we have had. 

I think it is the biggest criminal case ever 
presented i n a Federal court, and t hat i e the 
reason I have been trying to stick to it - the one 
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objective was t he Ananberg case and his associate 
groups and I did not want to snread over on t hese 
other things, but I can see 1·1e should, of course, 
do that. 

I think it is a good idea, now thRt the Secre tary 
has suggested tho.t. l•fe will bring in all of the 
tentacles at the same time. 

I think 11e are very vulne rable. Ananberg can go 
into court and undo ub tedly ORO afford to have the 
bes t talent in t h e 1<0rld and he will, ROd for us to 
go in t here with Bill Co.mpbell saying t hnt h e is 
r e lying on ano t her Camobell and one latt student, 
it is unbel i evable. Th e minute the case goe s 
wron g , t hey will say we did not prepare the esse 
properly. I WROt this r esponsi bility of t h e try i ng 
or the case on one Fra nk Murphy and t hat is where 
it belongs. 

That is lfhere it belongs. I t h ink this is all to 
the good, l·!r. Secre t a ry, t he fact t hat you 1·1ent 
out t here, and t h e fact we have all be en brought 
toget her here . I think t hat Bill Campbell,coming 
in cold, not kn0111ng anything about this mass of 
evid ence tha t has been g~thered duri ng the last 
two years , with a staff und er him in which he hns 
no confidence, is not ready to go before the Grand 
Jury. I think perhaps h e was looking for soc e 
jus tifica tion 11hen h e t h rew it back o n us. It 
is true t hat t here isn't any out ot: date, and t h e 
thing has not been put uo to hin squarely, and I 
think in order t o avoi d a kick back. sgain if 
something should go wrong , t hat we ought to get 
that over on his doorsteo as fast as tte can and 
I think t h e sooner ~1e do· t hat t h e sooner t hAt you 
CRO go to Fra nk Murphy and tell him tha t it i s 
his no11, and that we are willi ng to cooperate to 
t h e fullest, but it is up to the Depart<aent of 
Justice, The soone r we do that the better off 
11e a re and t here is going to be a good deal of 
back and fill on this, because nobody can go 
in the way Bill has gone in, without a staff, 
cold, and acquaint h i mself ~11th the evid ence 
and out it before a Grand Jury wi t hout a grea t 
d eal· of ltork. He has had a big administrative 
job to get his staff orgo.n1:1.ed and get h i s of!ice 
running and he has not had much chance to look 
at t h e case. 
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Could you imagine when you have not even seen the 
papers that you would be ready on the let of April 
to go before a Grand Jury on a t hing l i ke this. 

You see, Mr. Secretary, you told me - it was the 
thought that Bill Camobell was going to handle the 
case himself. Wnen I was out there March let, I 
told Campbell the files were available and to 
begin studying , and in my memorandum to you,I told 
you th/>t he could go ahead and ge t the indictment. 
But I hoped when he learned enough about the case 
that we could impress on him the need tor addit ional 
help because all along I thought we were going to 
recon~end to h1m assistants to handle the case. 

Of course, no~r, you have chan0ed my views on that 
entirely. 

\/ell, I changed my Olill. 

I was working as you had indicated to me t hat you 
olanned to have us work. 

But he t hrows it back in my fAce , Elmer, that we· 
have not given him the records and that we a r e not 
ready to give him t he records and that we are 
holding back on him. 

\/ell, he is all wrong , •!r. Secretary, because we 
can give him records t hat be could study twenty­
foul· hours a day for weeks . 

The tact is though, 1re have not given him t he 
r ecords . 

Yet on the let or March I told him we had the 
records for him. 

He round a way out and he took advantaQe or it. 

if"nen I wa s out there and put t he pressure on him 
he said we had not even given him the records. 

The man himself, as tar as I can learn, never tried 
a criminal case in hie lite . 

But the tact remains we have no t turned the records 
over and the fact i s, Mr. Madden says he is not 
ready to turn them over until he sees Attorney Green. 
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He will go in in April, and he will tumble t he 
case and it is our fault. Now, all I want is that 
t he Treasury prepare the case as well as ~re can, 
in view of t he pre sent attitude, and then when t he 
cl\se is ready, l~r. Hanes and I and Hel vering will 
go over and see the Attor nsy General and say, "This 
i s t he mos t i mportant case we have had ; the President 
o f the United St a t es started t he case and we are now 
turning it over to you prepared a s well as the 
Treasury knows how t o oreoare a case•. 

(The follo1t1ng telephone conversation was had 
bet1·reen Secret ary !~orgenthau and th e Attorney Genera~ 

Ho1,r a r e you, Frank? Frank, I '"as in Chi cago 
Saturday and Sunday and as I told you I took the 
opportunity of seeing Bi ll Campbell . Now, when we 
have f inally turned t he Ananberg case to him, see , 
which we have not yet done, but when we have f inally 
turned it over in such shape that !{r. Helvering and 
t he lawyers - Foley and the rest of t hem are 
satisfi ed , then I am going to call on you and say, 
"Mr . Attorney General, the Treasury ha s completed 
the cnee nnd >re are now putt ing i t in your lap, see? 
The reason I am taking this attitude is because 
Bill Campbel l tells me, for instance, t hat he has 
t,rri t ten do~m here t hat he ~rants t o get rid or eight 
men in hie office and he says he has been unable 
to get r i d or them. And t hen I think his office 
is not ready to go yet and I think he is leani ng 
too heavily on our people and I feel, and I cannot 
say to you today that I can tie it up i n oink 
ribbons and bri ng i t over, but when our people are 
satisfied that it i s ready, I am going to come 
over and say, "The ca se is completed from the 
Treasury and will you, ~lr . Attorney General, pick 
it up• . See? 

But I am afraid the way it is now they are talking 
about presenting both t he Ananberg case and the 
Skidmore case to t he Grand Jury i n April. The 
Skidmore case is i moort ant , but it is not nearly 
as i mportant as t he. Ananberg case. I want to be 
sure t hat we have done our work as well as we know 
how to do it, end there will be a cut-off place 
that the Treasury is finished and t hat you oick 
it up. Now, is t hat fair? (Pause) 
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Well, Bill Campbell aaya he is, and I think he is 
a little over-confident. I don ' t aee how he oan be 
when hie own office has not been reorganized yet . 
I am impressed with him. Well, you know i t is the 
bi ggest cri minal case we have ever worked on. The 
President or the United States himself started me 
on this. I t is t he biggest case that we have had 
in t he Treasury since t he President has been hare, 
and I Jus t don't think we can f umble it. Yes. 

ll'ell, our people, Elmer Irey and al l or them have 
done a grand job and we are tying i t up in pink 
ribbon and sewing up the last loose ends. I oan not 
say t h is morning to you that the case , at our end, 
i s completed, but the moment it i s I will give you 
a ring. Right? 

Well, you eee, I think Bill Campbell is a grand 
fellow. I think hie heart is in t he right place 
but he has never tried a criminal case. He has 
never tried a tax case, and you can be sure that 
Hr. Ananberg w1 th mill ions at his d i sposal, 1s 
going to have a couple do ~en lawyers of t he beat 
in the country and we are raced with a young 
Diatrict Attorney who ia honeet and wants to go, 
but has no exnerience. And also he says he has 
ei ght p eople in his off ice that he wants t o get 
rid of, and so I think that bet ween t he two or us 
we cert ainly can deliver and we wi ll d el i ver to 
you , but I cannot say t his morning t ha t t he Treasury 
is ready. Thank you eo much . 

That i a all right. 

He saye he ie going to put t he best man, in his 
office, on it and i f he ha en ' t got a man good 
enough he i a goi ng to get one. 

Tha t 1a t he best newa I have heard yet. 

And he also tella me t hat t he nr essure is on him 
already. He told me t hat Fri day. That 1a what I 
am excited about this thing. And he aai d - I 
don't know what he meant, but he aaid, "The preesure 
ia on me from some very high placee• . So 1t is 
worth spending an hour on now. I am going to wait 
for one Guy Helvering to t al l Henry Horgent hau 
that , "She i s finally sewed up right" . 

\ 
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l'lell, I will do t hat Just as quickly as I can. 

0 . K. I don 't know whether you 11ant to uoe Hnrold 
Graves or not. That is what he i s sitting here 
for. He is here to help if you need him, but when 
you a r e ready you tell Hanes and me and then we will 
walk over and, of course, we will first satisfy 
ourselves, as well as we can, that the thing i s 
ready and i f we are satisfied, ,.,e will go over and 
see him. But t his is not any child ' s play. I 
mean this is a hell of a case. 

(Speaking i nto telephone) Hello. Put him on. 
This is Bill Camobell calling me no11. 

Well, I think i f he has Riley Campbell, lfho 

developed t his evidence,·and an exoerienced trial 
man from t :.e A. G's office, sitting along with him 
t1hen he appears before t he Grand Jury and presents 
h1 s case, he tti!l be all right . 

I t hink, Ed, you should aend somebody from your 
office to sit next to Riley Campbell . 

There can no t be t oo much legal a ssistance in thi s 
case , .ir. Secretary. 

I t hink one of your oun fellows , somebody who 
kn011s this kind of wor k and 11ho is absolutely 
unimpeachable. I think he should be out t here and 
I think he should GO out as soon as oossi ble. 

All right, I 1'1111 do 1t, e1 r . 

I thinlt somebody from t he Genera! Counsel ' s off ice 
should go out t here just to sit back and say , 
"I am here t o help you". No>~, fo r t hese fellolfa 
to say, "I am ready and I can do this t hinti" · \l'hy, 
t hey always tel! me any actor t hat Goes on t he 
stage a t an opening performance, i f he i s confident 
or hi mself , he always make s a ooor showing, but if 
he i s nervous and bot hered and says t ha t he hopes 
to do t he beet he can, why everything is :fine -
h e will mnke a good i mpression . I will bet you, 
every criminal la~~er i n t he United State s will be 
emnloyed on t his case . 

If I oond somebody out he ~1ill have to be designat ed 
by Bill Campbell as a soecial assistant in order to 
go before the Grand Jury, but I think I can arrange 
that. 
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Well, Riley Campbell i s your man. I don't want 
to get my wires crossed. I don 't want to get them 
crossed wi th Helvering . I don't want to divide 
t he responsibi lities eo let us get right back to 
Helvering . I am pinning it on Helvering. It is 
hie case as tar as I ao concerned. Is t hat right, 
John? 

Yes . 

It t his case is as big as it has been represented 
to me it would be well , it you put the responsibility 
on me, tor me to spend some time on it. 

I, Henry l-lorgentheu, Secretar y ot t he Treasury, 
pl~ce t he full responsibili ty on the Commiss ioner 
o t Internal Revenue. 

Do I have t o buy t he pi nk ribbon too? 

I will buy t hat . Don't get anything mixed up with 
the General Counsel 's ottice or anyt hing else -
no wires crossed. The tull responsibility is on 
you and llhen you are ready or i t t here 1e any t hing 
you want trom Hanes or me , we 1d.ll stop anything 
and lis ten, but t he fUll r esponsibi l i ty i s on you. 

Well, well. 

That goes tor both cases, both t he Ananber g and 
t he Skidmor e cases. 

The Skidmore case is more or a local mat t er . It is 
not ot any national i mpor t ance. 

(Secretary J.!orgenthau speaking i nto the telephone 
1<ith Bill Campbell, t he conversation of t~r. Campbell 
being r eproduced through t he loud speaker.) 

Hello. 

Secreta ry Morgeothau? 

Talking. 

This is Campbell, l~r. Secretary. 
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Good morning. 

How are you this morning? 

Fine. 

That is good. Say, the thought occurred to me 
that with reference to t he matter we mentioned 
Saturday -

Yes. 

Possibly - have you called Frank yet? 

Yes, I did. I Just talked to him. 

112 

Oh, I see. l·iell, I thought I might ge t you before 
you ta.lked to him. I thought if you could wait 
until I got this tile from 1-!adden. Now, you said 
a week troo l~onday - a week from today. \fell, 
I would be able to discuss things a li t tle more 
intelligently. You see, as yet, I don't have 
anything to report, see? 

Hell, that i s what - we had a meeting in our 
office this morning , and after talking it over I 
have pinned the responsibility of both of these 
cases on Commissioner Helvering. 

I eee. 

And when he tells us that all or the work is 
finished and t he case is buttoned up, see? 

Yes. 

Then my Arrangement with Frank l~urphy is, and I 
am going to tell him, t hat t he Treasury has com­
pleted ite work . 

Yes. 

And that I, as Secretary ot the Treasury, place 
i t in the lap ot t he Attorney General. 

That i s good . 

Then he, I think, said he would send tor you • 

~ 
j 

,. 
;. 
' 

I 

~~ 

I. 
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Well, now, that is tine , because - then that 
should be how soon? That should be sometime 
next week, shouldn't it? 

~ .. 3 .!J. 

Well, I don't know. llr. Helvering - I am going 
to gi ve him all the time that he wants. I would 
say sometime next week. 

Yes, because as I remember our discussion with 
Hadden, lfhen you pinned him down he thought that 
he could have it ready a.week from today. 

11ell, that is what I t old him. 

Yes, and so that if he gets the tile in here -
you eee, we don't have t he file in either of 
those cases and as soon as t hey get in here we 
will be in a position to discuss it, a nd I think 
your olan is a very good one and I would like to 
see it done next week. 

No11 , let me clear up one thing. 1rnen I came back, 
I told Irey -

Yea. 

That it was my i moresaion that you said t hat you 
personally were going to try the case? 

That is right. 

And he was under t he impression that you were 
going to let Riley Campbell try it. 

No, no, Riley Campbell will sit in 1·rith us , but I · 
personally, \fill try both cases. 

Right. 

That is the correct understanding. Mr. Riley 
Campbell - did you meet him yesterday? 

Ch, yes. I met him there yesterday corni ng. 

He is a tine fellow and he really knows this 
branch of the law, but he has not done an awful 
lot of trial work around Chicago here . So he will 
sit in with me, but I will try them. 
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Now, Just so you will know, I told Mr. Murphy 
that when Mr. Helvering i s satisfied t hat our end 
ot t he investigation ia completed -

Cnnpbell: Yea. 

i{ . ;.: . Jr : 

Campbell : 

H. M.Jr: 

Cnrrobell: 

r. . :t .Jr: 

Cnmobell: 

H.::. Jr: 

Camobell : 

r. . :.1.Jr : 

Cn:npbell: 

H. l·!. Jr: 

Campbell : 

Campbell : 

And only when Mr. Helvering is satisfied, t hen I 
am going to personally take t he case over to the 
Attorney General. 

Fine. And then he can send the tile out here t o 
me. 

And I also told him that it would accelerate 
matters if he would let you go through with your 
reorganization. 

That is grand. 11ell, you have been a treoendous 
help to me and I deeply aporeciate it. 

And I said that you wanted t o get rid of eight 
men and that until your office ~tas in shape I did 
not see how you could go ahead 1dth two such 
important oases . 

I th1n.k 
grand. 
greatly 
kind ot 

you are - well, that is grand. That is 
You have been a tremendous heln and I 
apnreoiate it, l~r. Secretary. -It is very 
you. 

Well, we want to help each other. 

tlell, t hat is lfondertul and as soon as they are 
sent here tthy, I will be all ready. 

All right . \(ell, t hen, t he next move is up t o us . 

That is tine . And as soon as you have finished, 
why, we are all ready and we have cleared the 
decke here so that we can go right t hrough. 

Thank you. 

Thank you, ~1r. Secretary. 

Goodbye. 

Goodbye, s ir. 
(end of telephone conver sation) 

Regraded Unclassified



Irey: 

H. :.! . Jr: 

f!elver i ng: 

H . :.~ . Jr: 

!lel vering : 

- 2~- ::.15 

Mr. Secretary, the recorda in this case would 
half !ill thi s room, when he talks about turning 
the !1le over. What we have got to do 1s have 
each or the thirty-five agents present hie portion 
of the picture to the prosecuting officers. It 
is not possible to turn a file over to the prose­
cutor. 

Well, anyway, Guy, go to town on this will you 
please? 

Yes. 

All right. I think this has been a very good 
meeting. 

Fine. 

(Meeting concluded) 
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~!Jr: 

operator: 

:!UJr : 
Frank 
uurphy: 

ll: 

;n:Jr: 

:lt!Jr : 

:A: 

:.:l!Jr: 

... -· 
'1:1J r: 

.. . 
~ . 

"!: 

Hello. 

The Attorney neneral . 

Hello. 

Hello, Henry . 

How are you, Frank? 

Fine, thank you. 

JLarcb 13, 1939. 
ll:05 a.m. 

Frank, I was in Chicago Saturday and Sunday --

Yes . 

1!6 

And as I told you, I t ook t he opportunity of seeing 
Bill Campbell. 

Yes. 

Now, when we have finally turned over the Annenberg 
case t o him, wh1ch we have not yet done. 

Yeah. 

When •e have finally turned 1t over in such shape ae 
Ur. Helver1ng, the la .. yere, l!r . Foley, and the rest 
of them are satisfie~ . then I'm going to call on you 
a.nd sP.y , •!!r. Attorney Gener al, the Treasury has 
completed the case and we 're no• putting it in your 
l ap . • See? 

Yes . 

And the reason I'm t aking t hat attitude is because 
Bill Campbell t ells me tha t he has written d own here 
that he wants t o get rid of eight men in hiA office. 

Yes , 
He said he's .been unable to get r i d or t hem, see ? 

Yes. 

And then I think -- hie office tsn't ready to ~ yet. 

Yeah. 
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And I think he's leaning too he~vily on our people . 
see? 

I see. 

And I reel - - and I can't say t o you today that I can 
tiP lt up in pink ribbons end bring lt over, but when 
our people are eatisfied t hat it's ready, r •~ g?ing t o 
co~e over and say, "The case is comoleted from the 
Treasury, Pnd will you, Mr . At torney General, pi ck it 
up?• See? 

Yes • 

But I 'm a fraid , t he ~~v it is no~; they're talking ~bout 
presenting both the P~nenbcrg case and the Ski dmore 
case t ? th~ Grand J ury in Apri l . 

Yes. 

The Skidmor e case i s i cportant, but is not nearly as 
i mportant as the Annenberg case. ! want to be sure 
t hat we've done our work as well ae we know how to do 
it. 

Yes. 

And t hat-- t here'll be a cutorr place ; thkt the 
Treasury is finished and that y.,u pick it up. no .. , 
i s t hat f a ir? 

Yes, but I - - I want t o know tbet they're i n cond i­
tion and prepared there t o handle it. 

Well, Bi ll Campbell said be ie, and I think he ' s a 
little over confident . 

Yeah. 

I -- I don 't see bow he can be when his own office 
hasn't been reorga~ized yet. 

no , I -- pereonally, I 'o very im:;>reesed. with him • 

I'm impressed with him. 

But it might be necessary t o bave someone specia l from 
this office sit in on t he whole thing. 

Well, I - -you know, i t ' s the biggest criminal case 
we' ve ever worked on. 
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Yeah. 

The Pr es ident or the Uni ted States , himself, atarted 
me on t h1B. 

Yes . 
case 

And it's t he b~eetjtha~ we 've had in the Treasury 
s i nce the ?resident has been her e . 

Yeeh. 

Ann I Jus t don't t hink we can tumble it. 

!lo , we can 't, a nd they're trying everything now in 
t he highea t p l aces, I can tell you. 

~ea . 

They -- and t here !sn'~ anything that they will s top 
at, end t his - - fr0m ~h~t I can learn thus far , ie 
one of the cases that's Just about a hundred per cent 
bullet- proof 1! -- if i t' s presented with integrity. 

Well, our peoi)le -- Elme r Irey and a ll of them , have 
done a g r and Job. 

Yeah. 

And we're tylns i t up with pl nk ribbons and s ewing 
up t he lest lo:>ee ends. 

Yeah. 

! can't say this morning t o you the es se a t our end 
le compl eted . 

Yeah . 

The moment it is, I ' ll give you a ring. 

We ll , and when it is, this ie whet I ' ll do: Ie send 
t or him and bring h im in here. 

Right . 

And then I will either see tha t comeone !rom thi s 
o f f ice or the finest quality s its along with him, or 
tha t a opeo!al eaeietant, entirely without the depart­
ment, but who has the capacity, goes into the cs5e . 
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well , yo~ eee , I thi nk Bill Campbell is a grand 
fellow; I think his heart ia in the right place, b~t 
be's never tried a criminal oaee. 

!Jh-h~ . 

And he 's never tried a tax oaae. 

Well, yo~'l l have to ha ve the very top man in t his • 

And you oan be s~e that Mr. Annenberg ~ith millions 
at his di_spoeal i e going to have a couple do:r.en lawyers. 

Of the best 1n the country. 

Of the beet ln t he country. 

Yeah. 

And we ' re faced wlth a young District Attorney, honest, 
wants to go , but with no experience. 

Well, I'll - - I'll te ke care of tha t - -

See? 

Henry. 

And also he says he's got e ight people in h1e office 
he wants to g et rid of. 

Yeeh . 

And so, I think t hat between the two of ~a, we cer­
t a inly can deliver, and we 'll deliver to yo~, but I 
can 1 t aay this morning thE> t. -- thAt t he Treae~y 18 
r eady. 

Yeah, a ll right. All right, Henry , I'll t altP good 
care of 1t. 

Thank you eo m~ch. 

Good B~e. 

Regraded Unclassified



. . ' f 

( 
Ht!Jr: 

Oper ator: 
Bill 
CPM;lbel:!.: 

H'.!Jr: 

~ . ... . 
H!I.Jr: 

C: 

H~.!Jr: 

C: 
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:!HJr: 

C: 

C: 

H!!Jr: 

C: 

Hello. 

Ur. Campbell. 

Secretary Uorgenthau7 

TalUng. 

Clll!lpbell, !lr. Secretary. 

Good morning. 

~ow are you this morning? 

Fine. 

Uarch ~. 111:5Q. 
11: 15 a .•. 

120 

Tha t' s good. Say , the thought. occU!"ed to =e that., 
with reference t.~ coe~ing down t~ discussing the 
metter t ha t. ~e oenti~ned Sa t.u~ --

Yea . 

P?seibly have you calla~ Frank yet7 

Yea , I d i d . I J ust. talked to him. 

Oh , I see. Well, I t hough t I ml5ht get you before. 
I thought. lf we c?uld walt unti l I got t his f i le 
from Uadden; n~w , you said a wee~ rro= ~nday , a 
week from tod~y . well, I ' d be able to d l scusa th i ngs 
a little more intelligently. You s ee , as yet I don't 
have any repor ts even. 

Uh-huh. Well, this is what. -- we had e e~eetlng in 
our office t.hls morni ng and after talking it over 
I • v e pinned the resp~nsib1li ty or both of these 
caeec on Commissioner Helverlne. 

I see. 

And when he tells us thst all o r the work is finished 
and the case is butt~~~ Uy, see? 

YE'ah. 

Then m;y arrangements with Frank !!urphy -- and I ' m 
go ing t o tell h1•, that Treasury has completed it ' s 
work --

Yeah. 
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And I ~s Secretary of the Treasury, place 1t 1n the 
lap ~r the Attorney Gener Al. 

Well, that's good. 

Then he, I think, eaid he woulo ~eno f or you. 

\'/ell no?! , tha t ' s -­
sh~uld be how soon? 
week, shouldn 't it? 

tha t ' s smart, because then thbt 
Tha t should be sometime next 

Well , I don't know. Mr. Helvering - - I'm going t o give 
him all the time tha t he wants. I would say sometime 
next -,.eek. 

Yeah, becaus e a s ::: remember our d i s cus s i on with !!edo'ln, 
rhea you pinne~ him down he thought t hat he c~uld have 
i t rea~y a wee~ from t oday . 

•Ve l l, t hat' e what I t o l d him. 

Yeah . And so t hAt 01hen he gets the f tle tn here -­
you see , we don ' t have the f ile ln either -- either 
of t hose c~se~ . a no oe soon as they ge t in here why 
we ' l l he in a pos ition t~ di scuss it, and I think 
your ~l~n 1e a very good one and I'd l i ke to see it 
d one P~xt week. 

Now l e t. me clea r up one t h i ng. ""aen I came bac'.t I 
t. ~ld Irey --

Yes . 

ThAt it ~As my i mpr essi on that yo~ said t ha t y~u per­
sona lly were going t o try the case . 

That ' s right . 

And he wa s under the impr ession that you wer e goi ng 
to let Riley Campbell try 1t. 

t!o , no , Riley Campb el l will s1t ln with us , but I, 
personal ly, will try both cases . 

Right. 

Th~t's the correct understandir~. ~. Riley Campbell 
ie ~ -- did you meet hi m yee t erday? 

~h. yes . I hac him t here ye sterday morning. 
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He'e a fine fello~ and he really knows t h is branch of 
the law, but he hasn 't done an awful lot or trial 
work around Chicago here. So he ' ll s it i n with me , 
but I'll try them. 

Well now, Just eo you know, I told !.!r. llurphy t hat 
when Mr. Helvering ie satisfied tha t our end of the 
investiga t i on is completed , --

Yes . 

And only when Mr. nelvering is satisfied, then I'm 
goi ng to, personally, t ake the case over t o the 
Attorney Gener al. 

fine, and· t hen he can send the til e out here to me. 

And I also told him t hat it would a cceler ate matter s 
it he would let you go through with your reorgani~ation 

That 's grand. Wel l , you've been a tremendous help 
to me and I deeply appreciate it . 

And I sa id tha t you wanted t o get rid ot eight men 
and that until your of fice was in shape I didn 't see 
th~>t -- ho" you coul.d go ahead with two such important 
cases. 

I t hink you're -- wel l , that's grand. 

So - -

That ' s grand. You' ve been a tremendous help and ! 
greatly appr eciate 1t, ~~r. Sec:-etary. I t' s very k ind 
or you. 

Well , we went to hel p each other. 

Well, that' s wonderful and as soon as they ' r e sent 
here why I'm ell r eady. 

Al l right . Well then, the next move i s up to us. 

That's fine, end a s soon as you have finished , why 
we ' re all r eady end we've cleared the decks here eo 
that we can go right through. 

Thank you. 

Thank you. l.lr. Secretary. 

Good bye. 

Good bye, e1r . 
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IJV Cll JIIOLMO. Lo lo llwtt 

Mr. leU• eallet •• at UaOI .... Be ha4 Cillo panioalu 

JUbJeot, be nid, 'llblab be Wlll\M to 411ta" wUh •• ud that .. e 

Jhipaent ot 1el4 b7 Jdeel pon. I ba4 u lte4 Mal t1'0II U•e to u .. 

whet was 101nl Oil 1ft tb11 rup.- •cl 111:1-'ber ttl• ~cl do ..aT'tdac 

t o pn~et 1o1d etp.IQ\a thftiQih tho •all. 'Oiltonaatel7 \he -.wt 

t bus dilpa\abe4 had lftereaee4 OODa14e:rab17 1D :reo•t 11011th1o au-17 

in liU, aoeol"d1DD to 1Dto111U1CIIl 8't'allab1e to th•, the • ontbl)' total 

had not exoee4e4 n,ooo,ooo. Ia 11111\181')' o t \hie )'au 1t bad t.Doreae..i 

t o £&10001000 and 111 J'ebraUJ lt bad uoee4e4 e•,ooo,ooo, With • 

1noreutna n•ber ot b.ak1 mel buUloe bnlcer• en4etm»I'111C to arbl\J'Iile 

cold tn tlall Wll)'o IUtOftl or Bl'itllb n t borltlel to tonRal1 .aah 

par cel post lhip.eh bf 1111U. Brltllb lft•hllee OCIIIPW!III to :raiee 

the ioaarenee preal• 011 ·•Cih lbip.tDta had ob\01oasl7 Det b- ettenhe 

u t he an1t:r11•n -eel to do thtllr udenl'iUDC altread 1a lwlt ..... 

hnd or alsellbere. rbe Brltlllh autborlUes h814 tak• thh • •tter •P 

auch !ron aot1•&17 1ft :rMeat •Mk• - u a •atter or raot Bolton'• 

rec*'!t trip to Braeael.s, Alaete~ •4 Pana had, u least i n part, 

been t aken tor thll purpose - and tlai1 bad boea tocl ... onnc to 1et t h e 

Prenctl to take -e aoUoo ainee 1t wu the r:reolb poetal t emoo wtlltll 

• u bei l'll u.ecl md U wollld be 1lP to the J'~cb to take tho 11l1Ud1Ye 
if this were t o be stopped. 
datxn..~ rboro n1 lObi to bo • Iatona.tlooal Poltal UD1CIIl •Mlt .. 

1n Bue o• Uru nnt ~rU 11114 tbtr at the bak ba4 •*od the tnea17 

to han Ulh •ntor '*• ap at \hie •MUIIC Rt •torAIIde17 hM 

1\rueit \ha teUowt111 emoae IUII~ppanat17 tale rouo•..., \bo 
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rrtallb ponal •u.iee il a1ed tor aold lh1paet1 lliF pueel port 11 

tbe .n~teaoe ot m ur8111••• '"''- \be Preah aad the .blft'iee 

poat otf1ee• UDder zich AnT ld..nd or aooda •• be sent th~Uih the aeil 

at a.o under-deolar~ •ral.uaUon. lt~oUation• to th11 end bad been ooa­

&~ctod tor •M1 :reara, tile purpo•• botq that· to inoreale trade. n 
had n nall:r cone into operation 1D l9H. Ho ... Yer H had oaJ.¥ bt~• to 

U~~&:~e lal"'er proporUonl 1D U&7 ~md uza 'lben UDder tbh Pl'eneb-.AIIericm 

ConYeoUon or Decanber zo, len t he seder ot 11ei'Ch8Dd11e wu auUlor1Md 

to declare only a part of t h e Yalue of Ule cood1. In other word1 a 

bar of I! Old WUrth $1&1 000 COUld be declared at, 1171 U~ Or $1100 w1 tb 

a rerultiog considerable •••inc i o poataaey{ ConMquently there were 

no• rtall7 t110 cold po1Dta betwec luropean cetera on the one b11Dd m d 

lew Yonc on t he othel't when thing a e.re quiet gold 1• beins .. nt 'b7 

parcel poet and the • eder • • • rewU of the Ndnc in po•tace oen 

a!!ord to pq u hich aa $84.88 per tine OUDOe. 'lbeo the •ark.,t 11 

uader preuure cold 11 lhipped 'b7 treicht and the 1ender can alford to 

P&7 only f84. ?e 11• p-er nne OUDoe. t he Britilb had lone -.o retuae4 

to reecho or send gold throUih t be •811, the obrtou• rellllt or 'llbilb 

bad bHO to oon«uot .uch pU'Cel polt lb.ipaentl tbroucb Paril. a.11e1. 

llontacue 111d LINN were t h e pr1Do1pal anor• but in add1t1oa there 

... t he llanque llelce, the h111 l.ak, one Allerioen -..-, he thouallt, 

ho haller fl"f -· ,_ DQab b81llto. ror 11117bo~ Ollt.t4e or henoe .. 

eonduot; t hOle open,icml u waa, ot 001ll'le, aeoellll"f '• b.aYO -ooee 

the ,..... 11u '- paell t!ae aol4 aD4 put 1\ tno the l'l'•lb ,. .. 
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t bH aattu. It the BriUib attone 1a Par1a u4 1a au-a .Urea 

lbould tail becauae of the alto•• l'r•oo-•moa poatal an•s•••• 

aolton -dere4 lt 10aatbllll ooald bo doDo a\ our ••· fit11 ba4 ad­

rte.-1 tbe 111\ieb tr•aalT tla1l7 •• 1\ wa• pou1blo \hat tho latter 

•ilbt cable to luh1J11\0D 41l'Ofte 

Ia aT HPlT I nate4 that I wul4 atudT tb.la aatter •• ' " 

llbat I oould lOU'Bo 

I aake4 BoltoD 'llbat tho la\oat polltloal D"' wore f~ 

llll'l:lpe ud he roplle4 thoro WOJ'O aoao. In London tht~T wOI'o of tho 

ltl'Oftl bal1at \hat B1tlv' • proa.,t obJ..U•• na to sn -plno 

-trol O'l'eJ' t ho Csoabl •• tho fllo<rue lNt there na DO •••• of 

auietT elthor 1a Leodoll or 1a Parte. jll aarkoh wOI'e praotl eallT 

at a tt•d•Ull. 

• 

Lilt an 
' '• 

' ' 

' • 

' 
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Rl:. GOVERN'.!ENT BOND W.RKI:.T .hND EXCESS 
!ti:.SERVES 

Ma r c h 1.3 , 1939 . 
J : 2J p .m. 

rrcsent : Mr . Bell 
Mr . tlaas 

11.-l . Jr : 

.Jr. ]:,ccl es 
!Jr . Harrison 
;!r . Go1denlleiser 
:.: r . Sproul 
~r . ueach 
~r . ;•,hi t e 

Nell, fS I tol a you ov e r t he phon~, t he people we r e 
aown nere, onct it seernea desir ub l e t o fi nd ou t. mo r e 
fully ttutn ·Ne ·uere infor med wi t h r e f erence to j ust 
o\ hb t t.h<: problems ;~e re 60d whether o r no t ther e 
was anything ••e could do tbout i t . 

;r it wus ~ ~uestlon of sellin~ ~onus , that woulu ~e~n 
tt rcu ~o~..:tiun in tne t9 t fi l pQ.Ltfo lio c.nc 11e .roulu nave 
t o c :. ll toe full Committee, oect.use no une nas t.U t :tor-
1 ty t o sell b ona:; and rcauce the portfolio , ana b., fo r e 
aoing thht , wh y , i t hought it AOuld be euvl s nble t o 
na ve t hls meet ing . 

'l\el1, I c &n sky wh a t I Shi a t o nbnsom ve r y (j uico<ly . 
I me1.n i t ' s a thing t n&t 1 s boJen bothering r;~e for L 
l ong t i me to s ee these uove r nmeot bond s go up & 
-.ue r t e r, n&lf ::. point b t 8 U .me; 1 nd e vtry thlnr. thli t 
6 0es up l'lns t o come d own. nnd i n t ne five yelirs 
tnat I 1 ve been her e there t. rt. Llll'liys tim .. s -h" r" 
it ' s c..uv1suble to UliV" some ,.~urcu~<sing vo .<.,,. t o 
sof ten tne d r op of t h e bonds wne n they go llown . 
"e c&n 1 t influence them on the l ong-time t r tH.J , 
up o1· oown, but we can soften thtWI &s to .. y 60 u v, 
I th ink , e nd we can soften them l.q.• ' s they ro •• o,.n . 

hnd in t t. lotiog, r &i sing tnis with n&nsom, he said , 
" Nell , we ' r e in t his position . •• ' ' - I tnink I ' ru 
~uot1ng nlm c orrectly ; I d on 't -fnow wnelhE:I' )'OU 

\DellJ could ne a r or no t - " ••• tne t roubh ll. tuL t 
it Nl.i. l moke us loo.t &s tnough - if we lec t our ,•or t­
I'o11o run off and the e xcess r escr ves orop, as tilougll 
AE: were going ~gcinst tho Adcllinls tra tion 1'-'11 cy . ~ 

So I sllid , " .1.1' t n&t's tile only thi nt t ba t •s botht. r l ng 
y ou , I t h i nk betwee n Be l l und mys~lf we C6n phe nagl e 
tne excess •·eser ves by r eu rrt.uging our deposits; so 
th.r.t i f you s no uld s ell some bonus , why, .te can a rra nge 

Regraded Unclassified



- :2-

>ur a~vus lt~ so we could incr ease the r eserves 
by thr t.mount tha t y ou dccre&se them . " i s that 
ILJ UL Nh~ t I Sb i d? 

227 

.! : 1c , 3lr • 

. . , • tit r , p:1 r· tcu tht. t • 

. Jr : <.nu . • • • ~.,s, e nd ;,e put in Ln ot·ce r r riday t o 
s ell l ) mill i on? 

'-. . ~ . . 

ldu 

. . . ",. . 

" "~ • sir . ~t •·ent Uj,) Suturo!ty, but not to sell any 
Lef<H' t< LvO< y . 

·-~ lll n Ol I 4ls . nne l LO<>ut:Ut i L o/~S good ousin .. ss 
t bc Piu to sell some botn beceus<: "oat "'"s interr.~ed-
:o: t\.: b """'J f'or us c,r-= S•lor t b,,nas no~ , gnt! .. 01 course, 
t v gtvb 1 •u tot: wo~le ,, l.:turu, .. ocn " " sell ?os ts l 
~L v l r., ~ '41 b.>nL.S at 101:! "" .:;iv., t hem a S,Jechl ,ieee 
~ • ,;>,J< l' Lnr t. butrs t1¥0 percent interest, so from 
t·c: r sLt.r .uJJuln t it's ull right . <.o we g lvll tbout 

nto r nu 1 ., uur tcr t o them on 1J8 - ' 4ls? 

r ... n • L Knu.¥ •ht:Lher we gu down th:•t fc.r . 1'hey 1 r e 
1pln1• Lo lose tua t 1:18 if tn<:y holo it a nyhow. 
•lh;)o 'rt uo m t o par 1,ow os r L r as t!Jeir books L. r e 
• Jncfrned , c• rry:ng them ~ round ~&r . 

1-:. z. >l..L~ l"'t:. r , I 1 v~,:;; c.lAt.j'S tnougut t:ict - for 
; · ·· r· s , evotr since I 1 ve bt:en nel.'e, the 'e.:ler~ol 

~ .. . .. rv~ ,u rt.t >lb hi'S been f:-:>zen , a nu I've r.l.t.ys 
:n • ..t ·ut tnuL i~ shoul-> be flexible; end I rt.isea 
tnc " >I nt Nhoth<n· you f tllo.vs wr.ntea t o :nr.kc this 
tr..r .g 1 ~.>lnt ,..r opos l tlun or no t~ Now, tlu. t r s the 
o'oll u l£' ~ to r·y . 

• 01 .. ~I' ,uu a t.r i t • nd you w&nte<l us to do f little 
~~~~r•u 6 ll!l1J t .> m11.te up the difference , r ee rr&ngo o ur 
. .. :> ~~to t" •1u.te .;p the di f ference in the o xcess 
:-~ sc~v~ , ·~ could do th n t, couldn't ~e? 

.. r, c · ulc. . It ' s r. little d ifficul t . lie f, !So could 
sell ~rli:LUury bills f o r ct·co it . Just :to•,v much we ' d 
6et v ut uJ' tn"t E-11 depEnds on the bank that buys 
tut b l lls . 
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As 1 figure, our contribution t o the e xcess 
reserves for the nex t three months •;;ill be 
i n the neighborhood of 75U t o 9J0 mil l ion 
aolla rs , so tnat ••• • 

You me !'.n up? 

~es , s ir. 

vr course , tna t ••.. 

5. 28 

'lh& t v:Ul t>e - we 1 lJ uo as mucb in tne next t ilr ee 
months pr ob::bly as ·.~e do in the next six or seven 
months . 

1hat 1 s the probleo : the exce~s r eserves . If i t 
W£5 ~ «Uestion of nnv i ng L flexible portfolio ··•1 th 
the .Jurp0se cf ma!ntto ining v unifor m reserve situr.­
ti.Jn , tner. t.nere woulu be s.:>me justific~tiun in nc.ving 
L flexttle vort!olto . hfte r ~11 , it's t he exc~ss 
r eserve sit~tlJn t hc.t ~c.~cs - tne excess reserves 
~ nd tne lncr etcsed dep.:>Rits - thu t mE:kes f o r this 
pr esent :;1 tua tion . rr, o t.ht r wo rds , it 1 s the su!)ply 
of f unds ir. tllt: Ilanas of !nveo;tors, < s w,;ll as tl\e 
o~onK excess r es,;rves , t.n1• t ~s r e way in exc&ss of Lne 
:;up)ll;t _,r secur itl<.s t. v~oi.l<.ble . 

( ',\hite CO::lO S in) 

... xcuse me . veOr !le, t.ell Harry Nhbt 1 S&1o , 'Rill 
J OU ple,se, SO ll~ ,(ll.JofS . 

and i t. s eec e d to us tha t just t bis pr ohlem is 
one thn t 1 s ;:;oir.g to continue until ~•e f~ce t he 
:nore funa<.mentcl ;> r obl er.l of excess r es.;rves . •·nd 
as long t s <, e 1 ve go t & s i l vtl' pr ogr ati, as long ::. s 
11e continue to t; E:t golu to the extent ::e o.o , r. na 
:1s lor~,; a s - until busi ness uses hr m'.:lre cr~dlt 
t hun tiley arb r.o-.v willine to use, it see::ts t o 1ne 
tnat this is a pr oblem thu t 1.e • ll na ve . 

Well, I d i dn ' t r a ise tne excess r eser ve 4uestion. 
rlo nnla rta nsom did . 

uell, f or psycnological - I tnink n:mLld feels t niS 
wsy a bout i t : tha t it would look liKe, on tne fac e 
of l t , ~ r e v er sa l o f policy, r ather thsn, I think, 
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&nything e s t o the actual effect on excess 
r eserves . I t hinK 1 t 1 s largely the psycaolog1-
cel eft' ec t of makilll! 1t appecr t hllt the "')·stem 
1s revet•sing policy ; I tnink t h:. t 1 s what he had 
in mlnu mor e th~>n the f a ct t hF.t tner e wesn't 
!de4uute reserves . 

I j u s t .v:maer eo if ue haa n isunders t ood nim, 
becuusc nt! sa la tnl;~ ,,oulu r too.lucu excess r csurvcs , 
~ n<I I thought tna t ' s .. n1-t you Nanteo &11 e l o ng: 
tn" pOWEo!' t.O l' C<lUCtt it. • 

. it:ll, [ Kno•v , but l 've tLlJ<ea t o him enough t o 
;{OJ•'' t hat it NOU lot 1 1 t be th& t. lie Kno~·s the excess 
r eSt! t'v ";~ !l L' tl u.O!'"' tn~n euough a nd tney 1 11 continue 
t o ln..:reRse, bu t tn"t tne ft<ct tnat you show a r e­
cuc ti~n in tne pJrtfo lio woulu be considereu & 
r uvo:l'sal of policy . I met>n t nu t • s .)retty lert;ely 
oti s . . .. -I ' ~ sorry ne isn't ht:re • 

.. ., ... 1 , I uon ' t H!t.tlt t o bt: ln ~ny position to sell it, 
b ut I ' m r<Jislng H; 1l you peopl.: woula, I would like 
~n expression f r om the <;ysLIHA 11' t.uey dislike our 
Slllllnt SO!ne b onus, s ee? I mec. n if tne "ystero dls­
li.tes our s elling them thls t i me , why , I'd be glsd 
to herr from them . ~<no lf lney wtmt t o join us . 
They Ere two d lft'e r11n t thill6ll · I 1 d like t o Know 
•neto~<r tney alsll.to: our sell ing vuv.;romcnt bon;~s 
t t this tb.~ . 

I cen sp.;eit for myself . P<. r som. Uy I certe inl y 
wouldn ' t . I thir~ lh~t your Selling of Government 
bon<.ls rnoy be de:.ir~.oble from th~> s t andpoint of the 
ct~rket . r.s t o now it rn!t.y infl ue nce your funds, 
tnb t• s another 4 uestion . but ~o f a r bS the gener sl 
n~ r.<et is c<>:H:.-rned , I tnlnk the sellin~ of bonds, 
cer tr inly fro~ my point of vie>r , would be dest r rble 
i n tile t you ct n U•> tbt- t wi tnout l t snowlne u p as in 
the C"se wltn us , tnet we 'vL go t t o sho1Y a r eauctton 
i n tnc por trolio, go t t o g lve a s t a t ement of some 
Klnll with r efl:ll't~nce t o why, a nti lt r a ises n pr oblem. 

I tn.>ugn t r ou g 1.. v.; £ st~> tement, didn't y ou? 

u lth r ~fe:- enco: t o bills, letting bills run off, which 
is very different from actudly selling bonds . 
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I see , it ~nly cove red bills . 

rlow uo you feel, George, a bout .:>ur selling some 
bonds? 

I see no particulbt' o bjection to y our doing it . 
I do n 1 t know ho1~ mu..: h good it will ao . It is 
relo ti vel)• smal l as cont t·us ted with the demand . 
~hrdet ' s leve l ea out o li ttle t oday ~nd I under­
stc.nd they've only sol d • bout nalf yo ur or de r . 

J. a on 1 t l~now . 

'l'lla t H~ s. toe last I 1 d ne& ro . 

rlr ve you (Leach) any t ning? 

110 ---

1 see no objection to the 'l'ret sury aoing it. If we 
••ere t o sell bonos, why , it woula b e - I thi nK it 
uoula ot: <.: ousider;,u "s ,. rev~rsul of policy, unless 
•le m-.de" statemeut . I uon • t kno·11 Rh<> t s t a tewt<nt 
Ne can make other then perhups tha t Gov~rnment bonus 
<~ere t oo high . 

How oo you feel , Sproul? 

I not only 

ns f e r as tne Tre~sury is concernea . 

J. not o n l y see no obj.,ct1on t o i t, ~ ta~r.,< tnut it ' s 
f g<Jou ldeb t o opcr 1· te on tne other ~iae wnen secur-
1 ties arE guirl6 ao·.m, bllO .i: tniM it's a gooa toea 
for y ou t o oper 11 tt llnPn the;! 1 r ;, goin& up r apidly . 
but I uon ' t tninA you a Lnt to SbY •mat is tne level 
t~ wn1cn s ecurities o ught to go, ano ctr tbinly we 
uon 1 t ''lint to try t o Sl y tru• t • 

• ; ~ , I just woulu lio<e t o, a:~ l s ay - to Kina o f 
t LKe tne edge of f this ri se il' I can . lt • s Just, 
I tnlr.k, going t oo l'"st . 

'ine m"rKet si t u1. tion you 1 ve had, r t hink, is some 
f1.i rly insistent ue!JlauJ <J n the part ol' some f a irl y 
lt> r gt! buyer:~, 11i th l' l$la tively fev: sau: ll offer11111s , 
scEttcred ~m~ll selling , and thh t brings about 
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d . . . Jr: 
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n . LJ r : 

n · · Jr t 

s te~ay a nd r a ther s ubs t anti al pri ce increases . 

Did y ou e ver stop t o figure tnat in the Tr evsury 
here we own, no t i ncluaing the g uv r t< nt i es, r 
think fi ve billion Gove rnments·? 

No. 

Yes . J<nd you f ello.vs h~ vo got •••• 

•.two and a nalf . 

••• two ana a nalf . •ht re 1 s seven •nd ~half out 
or f orty . 

uon 1 t y~u own more tnan five billion if you include 
tn~ t o tal ;nblic aebt'? 

llo , but ;ve o:m i'ive billion ol' t he r egula r Tr easury 
Government s . Am I rignt? 

/,bout tha t . 

r thlnl< thf t l s 

r tll il-..t or' tnt tvt~ l ,>ubiic: utbt ~ ou own close t o 
:;ev.on . 

r 1 ::1 just t<. l.:ir"' :> f thl rc.;~:.hr . 

The r ClUl e r t>onas r :. tnt r t m.n t ne ,>ublic debt . 

I mer.n o f t h., supp!.J in tne oarket . 

'i he wOCif 1 <>eC\:1' i ty /i'Ot.: lun I t be COOSiaered j that 1 
S 

;>"- r~ .;,1' ttle to t~l o.;bt, but isn1 t av~!.lable f or the 
!ll~ rket . Yo u l vt! eot five: bi llion of !:onds which 
hovt! been issuea which y o u bought in the marke t . 

Yes . l• i ve bil lion in o ur ~ ru::st funas . Li d you 
(Herr ison) K.n0\'1 the l'icures? 

1 SbW some r e ference t o it in your testimony the 
other day, wnicu I re~;d caref ully . 

C.ooa . ,th icn ao you prefer, t hat or "Life"? 
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11ell, a nyway, ttl10 t sta~ement you g a ve me - total , 
I think, came to five billion uoll Lrs . 

~·rom the point of view o f' the Treasury - that ' s 
the ques t ion I understand you ask - I should think 
th:.t us & matt.,r of genera l policy , tour ob jective 
n s <• rule wo uld be t o inve s t your spare funds when 
the ra&rket is weak, not necessarily t o ;>eg the market 
.> r not necessarily to bolster it U? or rig it, but 
beet< use t ha t 1 s the prudent time for a nybody who is 
i nvesting in obliga tions t o buy tnem. naving bought 
tne-:~, I should tnlnk tntt t toc r e ,,.ould be some -.ues­
tion 11ne~ller you wont to sel l them except c s they a re 
comtn~ .• i thln 1> ?er l ou of ma tur i ty, wllicn woula warrc nt 
y ~ur ?leaning a lle&a f o r reinves tment . 

I n ~ longer i s s ue . 

••ell, Ne 1 r.o sel ling the ' 4 ls f r om Post a l .:>avins s, 
,vhh :n ~ r E. "' t 1J5, r. nu :1c invus t them f or tnem as a 
s~ec l~l two per~ent ca rLif lcL l u ; tha t is , it ' s good 
J'or tne Post~l buvlngs . 

I t ' s u gb in f or the m. 

•·e 've ;ot o ne u r aor up tnere of t e n milii on do·l lors 
::hi c n tney c a n swi t c h l'ro!Jl t oe int~rmediates into tne 
l ong . 

'•ht. t coruorms t ' .vnu t • r . n&rr is.>n s") s, of s~;lling 
tr.1.ngs tru:t a re u;> pr otcn1n!: .du turi ty a nd buying th i ngs 
.~nlch s no« a b~t~er yield ana e r e ~ut l onger, for your 
inves t.~ent fun:ts . 

I d l un ' t ><noN a bout t ht. t . 

Uh :.·es, you s i g ned tnc t Letter . Tha t 1.c.s an 
e xcha nge . DUt I do ubt if they ' ve done anyth inz on 
tllf. t , beca use there 1 s been a terrific dema nd for 
the long bonds . 

Yes, •ve na ven •t cione anything wi th that . 

\'loulu you mina ... 1 thara wlng th1ot ? 

;our ely . 
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uill you lf1 thd r li\V it? 

Jus t no l d i t i n a b eya nce . 

~il l i t . I ' u r a ther g i v e them a new o ne , 

Ucd it done lledne:;di.IY . You s i gn ed it . 

It Stl n> p,:oe ns i si~n t n i nzs ;·ou ~·ut on mY a enlt ; 
~ 1un 1 t e ve n reM~ i t . 

I t ..:bmc t nroU<;n the r egulur cht• nn ;, ls • 

:.33 

.. ,;l l , t. nywE..y , if y ou woulu ;; i t.hu!'b ol' i t - wo ulu ,;>u'. 

, u r i gnt . 

" hf' t o:b.>ut ~ uu , Goldenduls~r':' The 'J. r easury firs t. . 

•J n tne Tr e<.o.> ury , I f eel d e finit e ly toE Mf'Y c vc r ,·or.e 
sec.l:; t ;> feel , thc t i t ' s c. ve ry booJ plbn f .J r the 
1 r e1 sur y t o s ell so.ne o f its bonds now, tr H ll~s 
bonJs t h: •t a r e a vr. ilhble 1'J r t tte pur pose . 1 t nl nk 
i' t•om the m>; t' Ke t point of v iew 1 1. i ~ ~ d e s irr ble t hine 
t o do . 

·•ell , it sn.:.ws U ,l - tnt- t. 1s ros t Ll " · vlngs ' n:: it. 
.•11 L snow u p .... 

I t Mi l l. snow u;> \f nene vc: r .~e m~ ke t n;, ::. nnJWt;!emen t. 
o f 'l'r easur;; oper:. tion~ . 

ue a nnounce 1 t o nce a month , con 1 t ~e? 

Xes • 

.. nu ho .v )ft e n a o we snow t ho 1nc r cuJe t o 1.110 !'tlrCE;llL' 

J. h ro t n il l s ho .v up pr e t t y r opld l y on the oL tly s t &te­
::~ent . They d on ' t .< now whe r e .1e &o t the f unds . 

~·e .1;> &nnounce o nce a l.!lo ntu whL t :;e b oU£h t e. nd sold . 

Nell , t ne lncre Pse in t ne t wo per cent s - i t o i ght be 
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~oc iHl Security , s ome thing else . 

No , 1 t will show up as t'ostc.l bovings . ~he public 
.•ill no t know; they might t hink t nc>.t money came from 
.1ep )si t~ ries . but Ne would « nnounce a t tne end of 
w., tnJnth thn t we purc1111sed o r sold a nd t hen c. t the 
~uu o r s i x months we ' d on nounce the entire portfolio 
ln tne uulletln . 

• n. t Joe:m ' t na v e uny gt•eat p sycnological e ffect , 
..a •e..; t. 

• u . ;, ..1.m'" .tu t..:n lt t.S clo~>ely . uurs ha sn't been 
t r .uen . '.ln.,y get " d i ffe rence picture every six 
v u. t.n~ . 

.. mn • ~lC.t• ... ., r .>ul ls bt&lnning to o ffer five tind 
t.on r; ll~l ·Jil b l o cKs of cer t a in s ecurities down tnere, 
lt uoesn ' t t ll o<t l ong , d oes . it? 

.. u , tn o.~ ,;"t the iuen tnu t t ue r e is some o f fici a l 

.;o;ll l ng <J f O lld sort 0 1' l' nOther i n the tll<'rket . ue do 
l t ~s , uie tly 11s possible, unless .ve wEnt t o raalt e u 
sphsh . 

llf ..: J ur.>t. , whi l B I 1 vu go t yo u (entle:nen here, c.s I 
~·~ . ull I Wknt t J - if .·ou )COJ>le want to decide t o 
o 1 sooethlng una y CJu .. ~nL it o ffset, we ' r e here t o 
L• lll . 1.n;.t 1 s up t ~ y c>U ?"opl e . but as r.ell says, 
L•lC tn t ng NU l eo up <~rwL . -J\JJ million in tae nex t 
1~·' l"J Ot.US! 

• ~l .te i t fr~~ Mr . ~c~les y~u 're not wor ried "bout 
lu~ ~~cess reserves . 

..,h •> " " " • ll y>u c oulu dQcretlse tnem - tha t ' s tne 
~nJlb pt•ubl.,rn; if )"lU u l u n 't no ve excess r es.:t"ves , 
1 l U W) Ul<J.n ' t n~ ve t nis o thet• problem . 

~~ ~ me j us t see ; wh ile r hbve this cha nce, I wan t 
to IDr .te tne most o f it. .Jon • t ge t it very often . 
" t "'Y f o ur o ' c loc.t p r ellS conference , on the advice 
o J' toe \'r.,sia;,nL, I'm goilld to s ay tnnt 11s f a r as 
t.ne 'l r· e~os ur}· Is co ncerned , ,;e don 't g.ive a uod-damn 
.. n e tner t he Congress lncreoses the limit from 45 t o 
5J oil.i.>n; Ne htven 't asked f or it, we 1 re not going 
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t o bSk f or it, we don 't n eed i t; but if vongress 
wis hes us t o c ontinue t o do some long- ter:n 1'1nencing, 
~e' ll r un out of our author i ty a bout Labor ~ay . 

I th.l.rut tha t may be one o f the r e&sons why the bonds 
a re going up . .t. f t e r t.ll , tnese fellows are s mart . 
'J.hey lllhY Ugu.!' e o ~.; t t.hu t uftc r the first of September 
.v~ ' U ha ve no mo r e a utno ri ty to issue long- term 
Gov ernment s . naJ yo u thought of tha t? 

•·o , I m;ven' t ne~ra a ny mention or th~>t ·in tile 
CU~> r.tet . 

I j ust :. oruer ec 11' sooe rello.v aesn 't i'ig Ured it· 
out . 

So v:net we 1 ::-e going to a sk Congress for is to lift 
tnis purtition, j ust have no partition . 

I taink t he ::w r ltt!t ' s idea has been tna t one way o r 
f•no t her you ' d g.-t the uutho rity you needed to do 
tile financi ng , that you we ren ' t go ing to be hung 
up on a technicrlity there . 

.. ,.u , t •m !lOillJ to t ell them enyw:;.y . I mean 1f 
~ongress wants to give us en inc r ease, all right -
!'!'Om 45 t o 5J - but we 're not going to initiate 
1t c t tni.; enu o r tn~; nvcnue . li e a r e go t ng t o ask 
tue:n to r-a i se tnls partition . 

•ne o ther tning r •a like t J t~ll you people, ju~t 
t o ma,.;e :fO V. r eel t n•>r ougnly oeppy • • . . 

You thin.t you can uo that , do you? 

I' m sure this ITOn't do it. From tile questions I've 
been askeo. on the liii l, I ' m no t sure that the r e may 
no t be so~e ~ind o f e d r i ve or resolution t o f or ce 
the 1reasury t o i s sue silve r certifi cates up t o 
$1. ~9 . 

l'loulc.in 1 t make me unhappy . 

•louldn ' t 1 t ? 

Woulan• t make me unhappy because t h e thing now is 
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so cock- eyed ana so f ar out of hand, I •hink i f you 
could make it mor e ridiculous we ' l l really get -
we ' ll get down to tne ~uest ton of f acing issues 
her e . I think the whol e silver program when you 
get right down t o it- I mean so tha t •••• 

\'tell, I - i f . • • • 

I t Nould make me very unha ppy . 

~ell , Mr . Harrison is reeding my testimony . r oon•t 
knoN if cnyb~dy else is boring ni~self by doing it, 
but if you neve you'l l see in no way am I s timulating 
tats; in fact, on the s i l ver tnin~ I 'm bei ng a s near 
neutrl'.l as enybori) can be . 

v; tnt w~y, I •m going t v be o visi t or up t here in 
tau .nur ning , t:n umd lling one . 

Befo1·e? 

l.! r . I' it tm&n . 

On silve1•? 

On silver . 

uell, tout I S funny , 

l:lub'l 

l ae reason I s ay it' s funny - because I spoke to him 
t ouoy end asAea nim - ne sala ne wont~ t o s e~ me . 

lie c~elleo me l as t week . His secretary called my 
o ffice and said t hey ' d lll<e me up her e this week . 
"OJ i s a i d , "nell , diun' t he ask you t o t a l K wi"h 
the <>enator? 11 baid , 11 No, just t he sec r·ete ry . " 

So ! got Pi t tman on the phone per sonally to find 
out 'lfha t i t was a ll about, to see if it wasn' t n 
mist&ke . He sai d no, it wasn ' t any m.istake • 

.'.'ell , I sa i d , nQosh, I don 't want t o come up there 
on t o is thing . " 

"ilell," he said, "I aon ' t blame you, but there isn ' t 
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anything I can oo about it •11 

peo~le on th is committee, end 
many different viewpoint, and 
I asK you to come up here ." 

u e said, "There ' s nine 
they ' ve got about tnot 
they've insisted that 

•his is the fa mous silver commit tee? 

Tnat •s r ignt . de soid, 11~ou ' re supposed t o \mow 
So!~etiling about money t. ncl currency and a lot of 
4uestions have been r aised ebout sil ver and t ney 
want your opinion." 

t.nJ I sa i o, •i1ell , oon ' t you tninK you could t.alk 
tnem out of it, .. na tet me out of it so:1e wayi " 

nnJ rl(. said I "No, I cion I t think so . n 

Su I said, n·.,ell. , I ·.want you t o unuerstand that 
I ' d l ike to eet out of tnis tning ." 

r.le sal e , 11 I ' d U.<e t o hE>l;> you, but I con 1 t !mow 
wnnt I cun do Lbout it ." 

o\ ell ... 

nnJ .•• 

I .love L .. oey t re~ t you os well as tney a~ve treateo 
me . unen .;. went up tnere , tney tre::teu Jle as tnough 
1 was a ~recious piece of t l !iSS two taous~nd y~ars 
olo . uo afr a i d I ' a open mY mouth, they never gave 
me ~o. chance . 

~!nee ta~t t ime, however , t here' s been some statements 
:n~;de by quite a number of people - tnis fe~low ••bite, 
f o r lnst:cnce . - about t he l- ederal neserve oystem and 
tho way - tne inter es t tnot the fede ra l Reserve gets 
out of t ne use of silver cer tlficutes - a lot of 
cr azy s tsteoents . And l suppose th"t nss tended t o 
r aise some of these questi ons. So I don't know 
.vbether I'll get of f liS easy as you did or not. 

nell , ~s I ssy, I don 't Anow, but I s ense ther e ' s 
6 feel ing tnat we're not doing want they w~nt us t o 
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do by n ot Issuing silve r up to $1 .29 . r.S I suy , 
I ' m no t giving them any encoura&ement . 

llow much would tht. t a mount. t o , if you issued a l l t he 
wo y up t o $1.29 . 

;.. billion f our, r o ughl y . 

Is tnat ~o. ll? 

~>dd i t iona 1 . 

ntll, I uvn 1 t 7/.,nt ;.;u t o tn1r.k ::hen I s;;y you don• t 
~ 1sturb ~e on i t - I o on• t ~unt you t o thi~ I ' m i n 
favqr of i t in to-t. s t~nse · tno: ,Jrinciple of it . I 
tnina it ' s ju~ t u ptrfe~tly rio1c~lous tning t o do . 
~ou ol;nt ~u~t us Nell lssue the t~ree billion of 
cur :· ency ur.der the "h orat s c.menwnent . 

out 1 t all .;o" ~ t o t ne s«oEl ,Jrobleo o!' increasea 
r~s.:r ves a nu increaseu deposit~ , ~~u i t crea t es a 
si ttlu tion t i'l:; t soone r o r lL t or will cause pl e nty of 
t r·o uble . ~no tilh t ' s why I think tav t t n i s vove rnment 
bond rn~rlee t n ow - not only t he u o ve r roent , b u t t he 
g ilt-eagc ~~ rket ; the rn~rKct fo r other securities 
r e~ Lly .:e n t up las t .. ea.< mo re tnun uo vernments . 

I •us n 1 t consc i ous of tnut . 

loey ala . ~o it. isn' t u ~~e~tion 

I just uian• t see it . 

but ? rior t o tnat, I tnink it ' s fa ir t o ssy tn9 t tne 
Ciove r n:neot s naa gone up much r .. ster tha n the triple- A's . 

J. nt!y d id uhen we looked it up " t - b.: fore our fin~ncing . 
I 'l!ern t he Gov e rnments went up f :; sttr t hhl1 t he 
trt ple- A 1 s . 

hell , tney 've got no r e uson t o expect thv t t 11ey muy 
n.> t go \:,.t cons i uer t.bly furthe r t oo . 

;J r . Secr;:tar y, cay I e.sK wh e ther l n adc i tion ~o wna t 
y ? u hLve ~> lrea:uy pl<~ced - wha t yo u nave on or aer -
y:lu m . ve o toe r !;locks in mina? 
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I hope to s ell 75, l Ov million dollars worth of •••• 

<.lf short maturities? 

or stuff up t o ' 43 . 

Might even go up t o 1 4Cl . No ;:; leld on tha t for our 
trust funds . 

nell, i f we 1 re going to s t &rt sel ling the nearest 
first 

• bat is, i t 's less tnan toe two percent, so you're 
reelly losing money, aren't you? 

:ioula be . 

Les . 

•I el l , we 1 re g~;t ting e bet ter yield on it .... 

On pr esent w:,rket yields , you would be, but not 
whEit you're getting . 

Vle 'r e getting a bet Ler yield tn~tn tnat because 
we 've got tnem almost down to par . dut we 're 
going to l ose that premium if we hold them, vnd 
Ne ' r e not going to hold t nem r or e xcnange purposes 
liKe a lot of others, or nold tnem for liquidity . 
ooe went t he long coupon . 

:.e •ve got ab;>ut 75 t o lJO mill i on easy, haven ' t 
"e? 

Yes . 

l ou 1 re in a position wnere you c&n do that and get 
~ bonu tua t yJ.elds two percent or better and carry 
it through to me tur i ty. 

'ihe difficul ty wi th the "YStem is it isn't a ques­
tion of' investing trust funds; • elve got to use our 
portfolio for another purpose . 

~ou don ' t shy tnat out loud . 

h aifferent situati on . No, we do. In other wor ds , 
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it isn't a 4 uest10n of op~rating it e s an inves t­
ment f und - I mean as a trust fund wi t h the purpose 
of oper <J tlng i t li.te y()U would li - like e ba nk or 
~nother private ins t itution ~ould its f unds . 

··I ell , what I would like t o f eel i s this: tha t in this 
u per & tiv n we ila ve the blessing of the Feder a l Reserve 
:,ystem . 

•· ell , s peaking for myself , I certainl y see no 
obJec tio n to it, u nu us b maJster o f f ac t I t nink 
1 ' o be in favo r of i t l'O f :.. rt tne m"rk e t is con­
cerned . Now, as a m« tter o f a n int ermsl policy, 
tnu t 1 s :.. 4uestion for tnc 'l r eusury to d eterrnine . 
•-s m&rke t policy , ! certainly s ee no objection t o 
it a t. <ill ; in f ac t, woula f t. vor it. 

voes anybody no t f c vor i t? 

I v;oulu agree :~ith t ha t sta t ement . 

I f eel the s ame way . 

I t seems t o me, :.tr . Secr e t bry, we ' v e go t t wo pr ob­
lems her e . I sm.r•e ln yo U<' ..:oncern about the 
rapidity 111 t h 11hich tho bono marke t has gone up , 
t.nu it r~:~ ises t.vo q uesti;m . ..Jnd i s lhe broad 
fJnua~ er.ta l ques tt '>n to .thich tne Ch<!i r:nan has 
refer red . 'lne o t her .~ne is one o f tempor a ry 
t::>..v.:u iency in ht.nc:lin· the m;; rke t si tuation sucn 
~ss you are n .::>h uealtng ~itn, o r trYin& t o deol w1tn, 
in offering tnese _bonus f or s r. le . 

..J n tne bro~o ~ucst1on I ' ~ sort of hopeless ~less 
lh~ probl~m is o ttackeu pretty f unoamentally, 
bec~:~u:,e 11e ' v;; got ov e r three billio n a nd & nolf 
excess r eserves toony . 1 ou Just sai ci we 're go ing 
t o ge t now mu c u, ~JJ million more in the next f ew 
.. e~o:ks ·? 

75J to 9JJ up to Jw 1e 1 . 

Th~ t will be the l a r gest u1nount of excess r eserves 
we will e ver ha ve hbd . 

r 1ve billi on uollar s . 
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n na I d on 1 t know what 1 t 1 s r eally going t o clo . 
No.v , the 4ues t i o n i :J wh e t her t here i s a ny f unc t i on 
o f the Gove r nment o r the ~ys~em t bot is consi dering 
o r sb<Jula consi<.ler or ::hetner it i s possible to 
consiaer t ne br oud 4 Uesti on of the f uture of excess 
reserves, Nhicb is going to magnify ra~er t han 
r;;auce t ne probleoo we are now f acing . 

I. no 11' tn> t is a f 11lr ll na l ys i s of the s i tuati on, 
tnen .vha t .you a r e ,roposing t o do i s !)urely a 
~~ lliative, ~ tem~oru ry measure . 

Jh, it is .. • I 1m no.t e ve n atteoptin& t o s v,y - I 
just don 1 t like tnc r t. pidi ty wi tb which t he i.love r n­
rJen t bond .nar ke t i:; going up . "Ow , a s a marke t 
opere tion, without t rying t o a ttempt t o i nfluence 
~ r~tnlns J ther than toke a l ittle bit - soften 
tnis th in~ - that ' s ~l l I ' m trying to ao; and if 
tne thtng Sh JUld bike the turn . why, we 're there 
witn ~ nunureu million aollars to buy , wh ich ~ould 
be useful . 

Of cout•se, t t aoes see01, wi th this long-r&t•se t hing, 
tnt t - tne l<JJlg-l'~fJI'" ,>lc ture veo r11e has mentioned , 
1..nd ne ttu.>n ' t ::~entionca '- f .,N: t'urtner purcnase of 
:ll.lver Jr " t.ni11g ttl' t. )<JU Jast .ut~ntioned , uSillf toe 
silve r seign~or~ge . 

•. .,11 , l 1 tn J 'll i~ing it on account - I ' ve been on tile 
Hill 1\;w • ti,nes 0 11 l. tl6 s t~obili zb t lon f<.nd end BOld 
.. a.valut.ti:.on, ;,nc onc e on s i l ver . J.ha t 1 s f ive 
times . lioN, o ut o f tMt you get. n sor t of ~> sense 
uf ~;a&t is runnil".g tnrough these ;>eo;>le ' s oinas , 
ana I 1 m not .... 

vl' cou rse , i t ' s out of the -.uestion to steril1~e 
gold lm;>o.JI' ts . 'lh~<t u~.~ulu me~n 1nct•• a sing the aebt , 
:mien wouio. mean i ncreGsing tnt aebt limits . I 
me&o it ' s o ut o f the 4~estion to use tha t mecae nism 
to prevent r eserves from ac.;umul~ t ing, &nd therefore 
yo u 're li.cely to neve o f urtne r incr ease in deposits 
&nci r eserves t nr ougn the gold im;>or ts t ha t cun 1 t 
be dealt with • 

Nell 

~n~t Goes r s i se the lone-r~nge pr oblem tha t •••• 
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And shouldn ' t a n 
fel l ows on tha t ? 
r aised •••• 

ini t i a tion a t l east come from you 
I mean if that ' s going t o be 

::ell, we d i d raise i t . ·~he ooard r aised tbat ques­
tion in its annual r eport . 

out not with me, was it? No one ' s even - tbis is 
tne i'lrs t time I•ve t al.<:ed excess reserves to ony­
b:>dy thu t I cvn remember - c ertblnly no t in this 
c;,lenoc. r yeiJr . I t 1 s the fi r st t i me we ' ve eve r 
mentioned 1. t . 

lhet ' s right . 

l .neen su f to r &s this calenoar year. And I can ' t 
reme~b~r nnen Ne dia uiscuss it last . 

It • s been t aboo !'or a Long "nile . 

t.o.s t spr lng . 

I :nean, with a l l a ue r espect t o your oulleti n , I 
aon ' t think th~; t t aa t 1 s an official notice to me . 

'••ell, tne hulletin a i dn ' t soy anytning about it . 

I ~e~n if it ' s goir~ t o be rvised , oughtn ' t you 
gentlemen of the ~ystem to r aise toe ~uestion -
I meun "i t h us - if you ·11ant i ~ n ised? 

•·hat question is that, •lr . ... ecretary? 

The 4u~stion of excess r eserves . I mean I don ' t 
tnink it ' s up t o me t o r ulse it . 

Well , excess reser ves is only the eff ect . ..e have 
& silver policy . Non, the question is, shoula we 
r"ise utth you toe 4uest i on of the silver program? 

•<nY no t'? 

.. ell - I c.te:.n .th£ t ' s - I don ' t know • 

.. :>w let ' s get i t . • senator , ! 1 m only a cti ng es 
Congr~~~ ulr ects on t he sil ve r program . " I take­
I made tha t perfectly clear, th~t Congress 
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c utborlze s a nd Ji r ects , ~nd j us t as l ong es t hey 
a uth .. rlze and di r ect , ! have no cnoice in t h e 
r.1:.tter . And I was ve r y c a t•eful whe n t lley as .ted . 
1 m~~n I ' m not ~ovoca tlng - merel y bri nging t o 
li•eir &ttentlon t hut thiJt portion of the l.c t which 
hu::. t o do 11ith the <.lomestic s l l ver pr ogr hrn expires 
J une .)J, a nd ln b r i ngilll! .i.t Lo t heir a t tention i n 
.. cy f •'rm.l s t t ternent W<' .VOI' C very cor eful not t o 
.r.ukE u ny r ecommenu c. tior. . ~bert n'as no r ccotJmenda­
ti Jtl thl. t tCCO!h:Jbnit.u tht. t . 

:lo , I .mo .. · tht t . Bu t .... 

/! e~l , 1:>o~ , .1e 1 ve g~t L f l !>Ct l ana c.onetery co!llhlitt.te, 
t.rw thht .<o..tl\.i te t fO.)O j)lt.ce t.o b r ing .i.t up , 
.oulun ' t it.? ~r tnis isn 't fi scul an~ monettry, 
:.nt" the 11.,11 is 1 t? 

i t cert;;inty is·. It ' s c ert liinly mo netary ana it 
r • .-s < tremenaous effect on flllC<'l - it ' s t he her r t 
"f it ~.en )OU g e t ribht down t o it . 

J..nj I 1 m s ure t h tJ Nt t i ono l tlc~ources l:loar d will be 
g l&J to t~ke & po5i tlo n . 

r t se~<os t o me, thouen , tna t NC may need , r>oss ibl:; , 
< joint com~i ttee ol' the Tr e:•sury e nd tue Feaer ol 
:{£serve; tm t ;;e: might .. sk socebocy like Harr y and 
Ce.:>rl(e a nd uoh.enweis;; r• &na some o th e r s t o s t uay 
t.hls . 

'ih~s ( .;:~ellJ !.s .uy f!.:H.:t· 1 ofl'1 cer now. I metn 
tne:.t: ,<Entln.En are ,.;ere t:c.:>nomists , but t:~ is is 
my fiscrl :>fficE:r. u e ' s s itting right nere . 

···~1~, I :.<-s thi tu<ln~; o f thE el<cess r est:rv& end .>f 
H . 

" me~n ~nything tnu t • s fi scal . I meun Bell ' s going 
to c a r t•y it . JJeJ.l a nl.i .'lhitc :-nu l:laos a r e he r e t o 
£Jvi se ana stuay ana help us . But a s to onyt h i n& 
thf. t 1 s fiscal no ..-, why, Bell is going t o car r y it . 
"ig nt, Dan? 

o)0 r under s t .. na 0 
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I do think, however, the situation is fraught with 
a good deal of danger from a lon~-range point of 
view, and that the Treasury and ~ederal Reserve 
are both going to be involved , and tnot it might -
and that we might well begin to consider this 
problem f r om its longer range s t andpoint and see 
whether or not there is something that we might 
do , or at least something that we might suggest. 
At least we ought to know what t he problem is and 
wha t the dangers inherent in the problem, looking 
t o the future, may be. 

'Nell , any time you people are ready, we ' ll be ready 
t o talk about it • 

.nll r ight . 

I apprecia te your cow.i.ng 
~>llan ~proul and the Feu 
handled this r efunaing . 

over. ~no ~ wan t to thank 
of New ~ork f or the way they 

We made only one bull •••• 

Only one? 

••• that I know of . 

.'< hat was that? 

lie ran s hort of the ma turing notes on wire 
exchanges . 

Oh, really? 

~tock wasn 't big enough . 

Just a printing problem . 

•<e had to issue due bills. l.lidn 1 t make much 
di fference, but they pokeu a little fun a t us. 

I didn 't know tha t. 

I can't believe that t he one-eighth did it, but I 
wa s awfully pleased to see the 70 percent go into 
the long ones r ather than the intermediate. 

' 
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I wouldn't s ay tilet tile eighth d i d it all, b ut 1t 
d t.J some of 1 t . 

:45 

l d itin 1t s a y the ~ne-e1ghtb did it, but I ' m pleased 
.vith the r esult . I didn 't aay the one- ei ghth d i d 
lt . They <i i d hove a little story in the Tr ibune 
s~ooylng, ".Jorgenthau ~;vldently want s them t o go into 
~ne longs , " which 1 d id • 

.. ell , you s aia beforto you did it th& t tna t 1 s t he 
·.rorst &nJ the only tning tney c ould say about i t , 
/Ihlen they cid , 

.. ell, I ,,&nt eo tnem to ltnow . 

~vu know, ·.-.e got them Lll but 27 million . 

ilo . 

27 million outstanding . 

Who. t does th;, t ru:..kc 1 t? '2.7 out of how mtmy? 

h billl:>n ;.94 . 

ri billivn 294 - a l l but ~7 . 

LS that the l &r ges t per centLge of conversion that 
y ou t ve u-.d ? 

••o, we 1 ve haJ '}d ~tnd 99 percent . out this •as 
~uite a lot o f securities und they were pr et t y 
•ell s c Et tereo, beceuse tncy were 

>.no th.,y onl;; baa three Ol>) s . 

. • . g ive n a n exciu>~to f or tne olo tnree- fourths 
~tbcr ties . 

'l'nu t ruus t be pretty nee r .• • 

:.lost o f tnose fe l lows ~1ere s a vi ngs i n the Wes t 
J. noies . 

·•e ,u;u a fe .~ telegrt.ms coming in after the closing 
oat e, saying they completely forgot rmd ha<i to 
submit them late. 
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WhLt do you do in that case? 

1/e had to turn them down. 

:46 

Well , in a previous issue we could trace about 80 
p~roent to insurance companies ond banks, know what 
we were aoing ; in t hls we could only trace about 50 
yeroent, so they were in the country in small lots . 

~ne o ther thing I•d like to mention while ~e • re 

her e which I thin« might at least nelp the situation 
temporarily . Instead of doing any financing for the 
:1 . 1-' . C. bet71Een now and June, since it 's been - I 
uou ' t know ,·,hether you contempla t e tha t or not •.. -

(Hod-9 uo) 

- ... sell some mor e bills, three or f our hundred 
mil l i on of them. it would do t wo things . [t would 
.uoi<e i t - 1 t would malte it possible for . us to s ·wi tch 
tnen, »nich woul-. help on a m~ rket of this sort, 
wltuout ti!>Ving to explain why .1e reduced tne port­
f olio by selling bonds . I mean the switching opera­
tion is sometnins we h&.ve usually done . Another 
thing it would ao - it would, of course, tend to 
t~e out o r the m&. rket three or f our hundred million 
aollt.r- of funds ; ~o t le~>st, it woula ~: void this 
bullulng up or' r eserves tempor &rily lind would 
stt.bilize i t. 

Have t o do it later on - just 11hat we 've got now. 

bven J.f we sell bonds o r you sell bonds, it's only 
tempor ary - I mean l a ter o n up goes your r eserves 
Lguin . Still g ot the problem. 

t•o•1 , nere ' s the thing - I want you to kno w I go t 
a press a t four o ' clock - it isn' t going out, 
Marriner. My b&lances - I mean nere I •ve, got D 

working balance of two and a half billion dollars · 

~es, I know. 

Got about a billion seven in t be Feder al Reserve 
BalMs, 'Rbich means this increase in your r eserves 
r.s they go out. 
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~ow I bo rrow mor e . 

l o u' re no t just ified i n it. I wus onl y thinki ng of 
1 t in lieu of doing o t her f i na ncing . 'l'h e r e ' s b een 
some t a lk of do i ng t h i s R. F. C. If you're no t going 
t.o do tha t, tha t 's en o t he r mu tte r. 

The firs t thi ng 11e got l s c 9JJ mil lion dolla r 
no!lle v.vn~rs Loan r efuna i ng . 

· ~t. ' s ~ r efunolng . 

.. h i en .ve ougat to ao in June . 

.iru t ? 

"''"Y wi ll get 1 t EWbY !'r om our s t uf f. 

.. e 'vt: got a :<., ~oupon c &l h ble ••. 

Augu~ t 1. 

.. ug ust 1. 

"O N long would t h:n be r ef'u nd£d f o r ? 

r't·obt-i:ly be t e.n ye&r~ . 

:c~ co..lpon - r efunu 1 t u t to bout t wo? 

About two . 

7h:> t ' s a big i>lece of business . " 0 .vE • • ;ouldn ' t do 
Jesse noN, b.nd I ' m t hini<t~ ijS e - bs J. s &.y , from 
t ne str e i ght Trea sury pr oposi t ion, • don ' t s e e now 
I c~on j ustify e work!~ b t. l a nce of t1vo 1.nd b half 
billion dol la r s , e ve n though the bill s do n 't cost 
me t nythi ng . 

Well .... 

l ueun someboay on t.he Uill i s going t o e sk why in 
toe nell a o we c~; rry two and a half bil lion dol la r s , 
t.z.oJ i aoo • t .< no•l wab t t oe unsA'er i s. 
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••ell , I d idn ' t sugges t t his e xcept in U eu o f 
possi ble R. F. C. fina ncing , that's all . 

~.4 8 

•·ell, certa i nly rig ht now t het•e is no j u s tification 
to bor:oow a ny mor e money f or J ones; a nd there is a 
q ues t ion whe ther the r e i s a ny j us t i fica t i on f or 
bor r owing any new money f or the Tret>sury in June . 
1<nd t he thing which is s t&r i ng us immedia t e l y in 
the f Ece is t he Home vwners Loa n , 90~ million, on 
wnicn •ie seve f or t hem ~>bout seven million dol lar s . 
, nu th;, t .·.e oU&ht to do . ,, e do tnat in !l ay • 

.;o uia y ;:m, .ir . Sec reta ry, C4> rry all the balances 
o'litn toe Feu f o r & \\1lile &nd h Lve none in the 
:.1« r itet? 

dow a bout i t, Mr . •Ftscel 0ff1cer"? 

You Sr.:J woulu we or could we? .. e could, of co ur se . 

1 mt:>un tne L,ues t ion t ocre is , tha t Ho uld diminish 
t:>xcess reserves by ?JJ million collar s o r so . 

~OS , LCOUt ?JU mil Li On . 

~t&bilize y our long ma rke t tem pora r ily. 

'lhc:-c i s a constructiv s ugeestion . :.hy don 't 
y ou, Ool denwelser, s t ey behind with ~ell a nd oohite 
.. r.a H&L~ &no tr l ~ a little bit? Can you do th~t? 

Yes, very gltu t o . 

Go t a r ... " :ulnut .. s? 

iez . 

1 ou ( .:>pr:>ul) wan t t o s t&y? I a on 1 t l<nO\~ wheth er 
y o u ' ve got a t rain at four o ' clock . ~nybody th&t 
wunt~ t o s t ay - the r e ' s a cons tructive sugges t ion . 
:iou csn go upst~irs with Bell a nd t a l k a bout it . 
'l'ha t sounds goou . !.l~.oybe we can do i t. 

I t 1 s t empor a r y, though; I me a n it g oes r igh t back 
o ut a g &in . 

i ~now . But tal~ ~bout it . 

,•, ell , t hBnAs v e r y much. 

Regraded Unclassified



REB 

Secretary of StatE , 

Washington. 

324, Uarch 13, 6 p . m. 

GRAY 

London 

Dated March 13, 1939 

REc ' d 3:25 P• m. 

FCR TREASURY FROL! BUTTER\'IORTH. 

: 49 

Sine£ my 310, March B, 7 P• m. t herE havE occurred 

no immediat e financial or monetary developmEnts worth 

rEporting by t elEgraph. 

ThE city has been rEcreating its impa irEd confidence 

as regards the ncar future which has rtflE ctEd itsElf 

in thE recent risE i n both British EQUitiEs and Bri tish 

GovErn~Ent sEcuritiEs ; EVEn the Slovak difficultiEs 

have , roducEd li ttle selling and fEW pricE declines 

cominc as they did just af t Er Ciuunbtrlain' s off thE 

record talk to thE parl i amentary correspondents of thE 

Br iti sh press . 

I n the fo reign ExchangE marlcct thE t rend of th£ past 

fEw days continues : t h£ dollar inclined to be offerEd 

but thE ~ount of trading small and thE r ate movemEnts 

narrO'fl ; 
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nnrrow ; t he .rro.nc consistently bid but tht movtmtnt o.t 

t unds in recent dnys trom London to Paris has not bttn 

l o.rgt t 

JOHNSON 

' • 
• 
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PARAPHRJ.SJ: OF TJ:LECILUI REOZIVED 

FROM; A.merican J:abaaey, Parie, rra:~ce 

DATE: March 14, 1939, 9 a . m. 

NO.; 472 

FROLI COCH!UN • 

This morning I return ed from Basel where on Sunday 

and LlorAay the BIB directors held t heir meetings . 

Prelident Beyen aubaittad hie ree1gnat1on, t o taka 

effect not later than llay 19~, but preferably on the 

fir at of Janual'y, 19~, if by that t1ae a aucoa88or can 

be arranged for. He 18 to beooae one of the general 

managers of the London fira,UnilBTar. 

Weber ia t o succeed Baohm•nn aa the President of the 

Board of Jlanagera of the Swiee rational Bank, and will 

allo be choaan t o replace Bachmann on the Board of the 

BIS, therefore Baoh!lll"" rill ahortly laaYa. The Yaoanoy 

on the ~~~&Dagerial board of the SW1n Jational Bank rill 

be filled by Bchnorf, the exchange expert of the Bank. 

At the Karch aeeting a feature wae the presence for 

the fir at tiae of the ex-officio BIB director, Reichebank 

Preeidant J'unk. Bohmits of the Industria J'arban caae with 

hia. Soluaits baa bean nante4 to IJ\180884 Rauaoh aa German 

Induatrialiat Director. Alao with JUnk were Puhl, the 

foreign buaineaa official of the Re1ohab&Alt wtlo 1a now 

act inC 
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acting aa gent~ral .auger, bf Wal~er an4 the pre .. off1ctlr 

of the Jl1n11t:rr of :locmcaioa, u4 bf Re111ha:r41i of the R81olla­

bank. 

l'wlk t o14 the Central BaDit gO't'e:ruon at ~e lhmd&J 

a e8Ung that he 1ntencle4 that the r~laUona betweu the 

R81chab&Dit ancl the BIB ahoulcl reaain UllOh&llpcl. l'llllk ulte4 

t hat ~e BI8 ghe hla the ... e cooperation ellj0Je4 bJ 

hi s friccl Schacht, ancl he proa1ae4 to show that he hilt­

self was rea4y to cooperate. Part of the aeet1Dga of tile 

BIB he 8ai4 he woulcl aUen4 h i •elf; the others woul4 

be dtell4e4 bJ Puhl aa hh alter nate. Fwllt 4ea.ie4 that 

B:rilllt&aJm, the V1oe P:ree14en1i of the Re1cha'balllt, ha4 

bee OYe:rwo:rlte4. Bowne:r, he &a1Uecl that beoauae of 

mental troUble Br1nltaann wae 1noapaoitatecl 1nclef11litelr. 

for the present the i dM a ppa:rea.tlr i8 to use Puhl aa 

main aaaiatut. 8ubaequedlJ he will probablJ be lett 1n 

charge of the f ore1p buailleaa u4 for 4oaeauo buailleaa 

another general ••nagar will be ~~&~~eel. 

Soae r..a:rlta were .acle by Fwllt t o hie colleagues 

about the poUOJ of hie countrr. Be apolte ye:ry Dicelr 

of Schaoht, ancl aa14 that ill the Reichab&Dit he 1n1ien4e4 

to follow Schaoht'a policies, altbougb ahor1ilJ it •l&bt 

be fOWI4 4ea1:r&ble to ob&Dge the ReiohabUit'• lq,&l fol'll 

to ll&lte 11i more clet1D11ielJ a oouU went part of the 

totaUta:ria 
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totalitarian •'a'e• lntla,ion he said was inoonaia,ent 

wUh the id• of an authorUaUYe go·nmaen,, and there 

would be no 1nftaUon i n ~raanr. J'\mk adaitted 'hat 

there 11&8 DO' enousa aODe)' froa current D&tional iDCOa8 

to aeet the Reich Treaaurr neede, an4 that ther would 

use the aret• of 1 ateuergutache1na1 - which aaounta to 

mortgaging future tax returns. Be was not •err conYinciq 

i n hie explanation of how this would aaYe aoner for the 

Goyernaent, eapeciall)' on interest chargee. Be did not 

speak o! proepeotiYe eoonoaiee in Geraanr, but aoae of 

my !riende who haYs Yiaited that countrr the paet few days 

are aware t hat ina,ructione haYs been giYen the •art oua 

Departments t o reduoe their operati.ng expenses and 

to e&Ye in eYery •Y possible. 

runt on the whole aade a !a•orable 1apreaaion by hie 

attitude tow&rd the Bank for International Settleaenta 

and ita of!ioiala, and by hie pro!eeaed dieadYantagea 

!or working with the BIB . The people in the BIS are aware 

ot the enoraitr of the probl•• of the Geraan Reich, ec011.oaic 

financial an4 a onetary, aDd they e&nDOt but see tbat 

Schacht'• lob ia beiq taken c:~rer by a •n of leaaer 

technical qualifications and strength of character. 

They realise at the aaae Uae thd as a party man, Fwllt 

should 
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8houlci haYe bener OOnrDIIeD'Ii euppor'li 'lihaD Schaoh'li could 

oo•anci, and 'liha'li J'Wlk _,. be aore flexible 1D in'lieruaUOD&l 

deb'li and o'lihe:r negot iaUone 'lihaD Bobacb'li, who ie euob a 

peaiUYe cha:rac'lier and who hae 'lialtac poe1Uon on 80 ~,. 

mattere 'liha'li i'li would be difficul'li to change bie atti'liude, 

I .b$Ye lalOWD Puhl for 88'1'e:ral rear a, and be 1a a Ye'lieran 

and highlr efficient officer, He said 'lihat for a while, 

af'lier the ciepa:r'liure of hie foraer oolleaguee, the Reiobe­

baDit ei'liuaUon seeaecl hopele8e, but the)' are begi.DDiDg 

to see their way clear to keep the organiz&UOD going now. 

I met J'uDk for 'lihe fir a'li t111e, and had two conYerea­

tions with hia, I found hill entirelr cordial aD4 appe.renU.J 

desirous of good relat1011e , He baa brigb'li )'OUDg aen for 

his three asaie'lian'lie, 1D acidi 'liion to directors Schroeder 

&Dei SchaUs and aUe:rna'lie Puhl, 

'l'he Bahk of England GoYerncr, lor~, and hie aeeietu'li 

OUns'lion who followe affaire in Oe.ntral Europe, had a long 

talk with J'lmk, J'uDk talked a great deal of Jaaiu, Joraan 

said, but he did not giYe e.nr int1at1on tha'li the queeUOD 

of 1nterua1i1onal appeae•en'li should. be undenalten alon& 

wUh trade negotiauone which are under war 'lihroup 

viaih to Ge~r of British off1c1ale and bue1Deeeaen. 

lorman said tha'li he ie sure tha'li Sohaobt'e 'lialac'li will 

be ee.&lr aieeecl in aer-nr just at 'lihe Uae when Sohaoh'li 

would 
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would bf hb training &114 eXperience be aoat helpful 

i n effecting transition troa a totalitarian state which 

ie deYoting ita resources to ar ... eat to a aore liberal 

nation making peaceful e:zpart induetriee out of ita 

war industries. Thce was no incon'feience, •o~ said, 

fl'oa the rate to which sterling hB4 recently illprO'fed. 

In hie countrr he said t here was soas seasonal piot-up 

iD busines~ 

The BaDlt of J'l'anoe GoYernor, 1olll'Di8l', hB4 hie 

deputr Go't'ernor de Boieanger go directly to Berlin froa 

Banl, and then on to Warsaw. Offioiale of the Bank 

of J'l'anoe told me, in regard to c~eroial negotiations 

at present going on between J'l'anoe and Ger.-nr, that 

unless the &r~~~&~~~ente race could be stopped, ooopetatioD 

in the buaineee field could onlr go eo far between the 

two countries. •o W&l' ie e:zpeote4 bf Fournier, llllt 

he ineiete tbat the currencies of Europe will ineY1tably 

be wrecte4 unless a halt 1B c&lle4. A aore epeoifio 

etateaent was ma.de by de Boie&Dgel' , that rrenoe might 

be willing to cooperate finanoiallr with Gei'IIIIDf in 

colonial deYelopaeate, wt while J'l'anoe hB4 to O&l'ry out 

h8l' preeent arOIIllllent echedule aha could not put up ail 

unlia1te4 aaOUilt of aoner. 

GoYernor rournic told ae of wbat he coneidce ae 

inhreetillg aonetuy replAoiq (do.). The reo&t r1Be 

ill 
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in Bank of France note oiroulaUon, he aaid, waa repatria­

tion and not inflation. Since the first of February, he 

said that the circulation of fiYa thousand franc notes 

bad inoreaaed more than four billion f rance, while there 

bad been a alight deol1:ae in the circulation of fifty 

and one hundred franc notes. Be found upon inYeetigation 

that il!portant ehipaenta out of the country are being 

made of the l arge bank notes. Tbeae large bank notes 

are then used to repatriate the capital of French 

citizens wbo haYe been holding gold or for•ign exchange 

or securities abroad and dispose of such holdings on the 

forei gn markets. Some flight from the belga into these 

notes baa also taken place. The use of obeoquee ia 

aYoided by ~Me syst•, ae the obeoquee might enable 

banlr:e to g1Ye t o the :rrenob tax authorities eYidenoe as 

to e;y;patriated capital. For the present the notes wbioh 

are being brought baok into the country are being most ly 

boarded. The French public ie still nerYoua about lll&king 

long-term inYeetmente because diploaats , journalists 

and astrologers haYe been predicting a major crisis for 

Europe i.n Karch. The jleople are prone to keep 

t heir capital liquid in the oirouastancea. Fournier 

e:zpsote that after another few weeks llllcb of this capital 

which ie now inactiYe will be used for more productiYe 

purposes. 
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!he Belgiara repreactaU•ea, Go.ernor Jaraaaan aD4 

his colleaauea, ad11Ute4 that acae aonetary upen h&4 

· q _..., 

of couraa been cauae4 by the cU.aturbe4 pol1Ucal ai tli&Uon 

in their oounvy. The situation was not yet sari01l8, 

said Go.ernor Janaaan, and the paat fn daya had· actually 

imprc•ed. He said hie gold loeaea are ourrctly only 

about half of what they ware ten daya ago. Theae rep­

resentat1•ea told ae that they clo not think there ia 

1mm1.nent a clac1a1•e struggle between the Pl .. 1ah and 

the Walloooa (f). .Uthoup the )lar1;ena affair h&a oreate4 

an unpleaaarat political incident, th87 are of the opinicc 

that the fundamental cauae of lack of a ccnaclidatecl 

gc•ernae.nt haa been tbe difference between underpaid 

Socialiata and Conaar-rati•ea o.ar acae 300,000,000 Belgian 

franca budget deficit. taxation ia fa•orecl by the under­

paid Bocialiata for wiping out thia deficit, while 101rer1Dg 

the pay of chil ear.anta aracl reducing unwarrantahle 

benefits ia fa•orecl by the Conaar.ati•ea. Bot one of 

the Belgian repreaantati•ea would admit that a further 

depreoiation 1n the belga 1a required by the Belgiua 

econ011ic a1 tuation. The poai Uon their Xing has taken 

is gratifying to thea. It ia their feeling tbat the 

electio.na -y bring back a paru.-t which will perait 

the anting up of a atable go.arnaent whUil can tunoUon 

properly. 
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BoweYer, there is aa Y-' no outat&nding leader in eight 

!or the new OOBibination. Before there is a new GoTernaent 

to make decisions, there will certainly be no change in 

the belga' e legal statue. I am conYinced that the Central 

Bank o! Belgillll will not , before that time, change 

!ro• its present policy of defending the belga at ita .. 
legal parity unleaa there Ariaee eoae entirely unforeseen 

sitUation. • 

The •ether lands Bank President, 'l'rip, was o! t ba 

opinion that the Belgian OOYernment•a defeat on the ground 

that it waa going to pureue a aligbtly deflationary 

policy reflected seriously upon democratic countries• 

weaknesses at present. He said it wae lamentable that 

nations should think it excuaabls and necessary to ke~ 

on spending indefinitely beyond t heir aeane and nBTer 

ebow that they are willing to retrench. Be did not mean 

that be was criticizing Belgiua altae; in hie own country 

be eaid a somewhat similar situation exiate . 'l'he Catholioe 

in the Netherland GOYernaent, he said, were eo completely 

representing the ideas o! their Sooialiat friende outside 

the GoYernaent that it wae difficult to effect eoonomiea 

in bil oountry. Be ea14 that if strong etepe could not 

be taken before long t o cbeok tbe preeent spending ten­

dencies , Ooliln'e poeition aa Prt.e Minieter would be 

innitably 
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ineTitably imperiled. Be expressed regret that the 

Jetherland GoTernaent had found it a.dT18able t ·.> rahe 

n st o• tariffe at the Tery Uae negotiations are under 

way for a new clearing agreement with Germany. Without 

any pressure or deiii&Dd fr081 hie GOTernaent, Trip said, 

he bad permitted depreciation of the ~orin to a point 

2~ below the parity of Septaber 1938, during the mon­

ment out of the f lorin resulting froa rumors of Germe 

aggression. It had been decided to atop it at t hie 

lnel, and they could easily -intain such a parUy. 

Incidentally, during my ooDTerea~ion with Trip he 

l et me know that French officials and Dutch and Swhe 

. <"9 
-" 

bankers are carrying on discussions wi th the Tin t o a 

s i x-year loan which would consolidate t he French floating 

debt on the Dl.ltch and Swiaa .arkete. This aiiiOWlta, 

respecthely, to about 120 ,000,000 nor ins and 335,000 ,000 

Swiss france. Be said that he did not know tbat France 

might be looking for any fresh money on the market in 

the l etberlande. Be made the definite statement that 

t he letberlande would not follow the lead of the Britieh 

and the Aaericane i n girtng out peri odic atat•enta 

about stabilisation fUDd operatione. Such a practice, 

he 1ne1ettd, g1Tee the speculator• an opportunity for 

anticipating the operationa of the fund ancl largely 

destroys the ad...antagee which a etabilis&tion fund, tbro~ 

itt 
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tie eeoreoy, possesses. 

I was &leo t old by Preeideni Baoheann of the Swiss 

JaUonal Bank that ther d.id not intend to publish claia 

regard.ing the tllncl which hie bank holds for purposes of 

currency stab111z&UOil. Switzerland had a good winter 

tourist season, he said. The s wi .. manufaoturi.Dg i ndue­

tries are furiher111ore haYing a parUcularly good e:zport 

t r ade wi ttl ll:ngland and other countries which need ar•-t 

1118.ter1ale , or which 111Ud seek manufactured gocicla t'ro. 

abroad because ther are dnoting 80 •uch of their own 

manufacturi ng equtp•ent to ar1118111ents. 

1b1le I wae in Basel the General Kanager of the 

Bank of Poland, Baranslti, was visiting there. He said 

be does not e:zpeot any war to start with or arOWid Poland. 

The picture of the econo.ic ei tu.ation in PolaDd which 

he painte<l wa8 not encouraging, and as to econoaic con­

di tione in Russia he was decidedly pessi•ietic. 

I talked with Tanagita of theBank of Japan, who 

thought that there would be no eeriou8 difficultiss witb 

Japan through the .aYe of the Bri Uab toward eiab1lis1Jac 

Chinese currency. He said he i 8 increasingly opU•ietic 

that affaire in the rar East will before .any .onthe be 

straightened out, and without much •ore fighting ialtin& 

plac e. 

I had a talk with Sir Otto lieUJer of the Bank 

ot 
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- " 1 _c ... 

of .lllgl•nd - he 1a 1;he .ain defender of Bri Ush loan a 

abroad and haa had a grea~ deal of experience with Braatl. 

Be told ae frankl)' bu" in good ~iri ~ ~ha~ troa 'IIIla~ he 

bad beard, he did D~ ~hlllk the Braa111ana WOUl.d be gre&tlf 

ass isted br ~he ~er• of the arrangeaen• for Aaer1can 

credits. Be ia of the opinion tha~ a coun~rr which baa 

alreadr defaul~ed on i~s foreign indeb~edness cannot be 

helped in a~r~h«n1ng i~e position b)' being giY«n new 

cred.Us far Ulpor~e. 

'lhe clrcuaa~ancee whlch aar relations between Ital)' 

and ~he Unl~ecl S~atee are a cause of unbappineee to Bene­

duce, who bas alware been an ada1rer of the United Sta~es • 

. U Baael .anr of -.y triends ~oll:e of Italr' s ser1oue 

financial s1 tuation. Howner. they do not th11llt t hat 

Itaq will .tart ar war. and ~hey sertouslr doubt whether. 

1f I~alr should take aggreseiYe aeasures· leading to war, 

~he Geraans would euppor~ ~he Itallane. Practicallr all 

of •1 central. b&DII:1Dg conta.ot e are conYinoed tbat there 

will be no European war, althoU#l t h er expect tbie rear 

t o be aa.rll:ed br incidents of an UDPleaeant aDd perbape 

upsetting chuao~er. It 1e -.err encouraging ~o thea to 

see the liquidation of the Spanieh oiYil war which 1e now 

Wilier _,.. I nternational ware, the)' thillk, are aore 1111:811 

to follo. a period of proeperi~1 tban of depreselon. 

ne,. 
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The:r do not think there h much likelihood of desperation 

driYing the totalitarian Statee to war, e.en though the:r 

aa:r be bard preeeed beoauee of eoonoaio d1ff1oul.Uee. 

The etatemente whichll.tler and J'lmk baYe aade alread:r th11 

year with reepeot to the need of their oountr:r for foreign 

trade haYe encouraged 111 fr1ende. Tllle:r e:r;preeeed pleaeure 

at seeing the British, French and othere make appro&chee 

to German:r with reepeot to trade. K:r friende think that 

the German OOYernaent will coae around to realising that 

if the:r want to increase their export trade, the:r will 

hne to r•edf their production eyetea by means of re­

lieYing induetry of war orders, and likewiee by permitting 

labor which is now uployed for military purposes to go 

back to induetry. They belieYe that, nen though 

negotiations are etarting on a purel:r commercial baeie, 

Germany will inni tably realise that exteneiYe tradiDC 

and arming are not eimultaneouely oaepatible. 

April 3 hae been set as the next date far the BIB 

meeting. This aeeting will not be attended by FuDk. At 

that ttae Go•ernor Joraan will be on a Kedi terrenean crutee. 

Bowe.er, both will be present at the aeeting on Kay 8, which 

is the annual aeettng. 

DD Or KISUGJ:. 

BULLift. 

El:Lft 
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Secretary of St~tE , 

\lashing ton. 

32G , Unrch 14, 6 p . m. 

GRAY 

London 

Dated March 14, 1939 

Rcc ' d 4:20p . m, 

YOR TREASURY FRO~ BUTTEitiORTH : 

'l';1c city assllm£s that any ~lloval: conflict would 

:63 

remain localized in Central EuropE nnd would not lead to 

acutt ttnsion bEtWEEn Germany und Grea t ilri tain and 

thErE t'ort the London s took Exchan:,t has r emainEd steady 

today l'lith equities mtrtly a fraction off , But .t he 

txchan~t m3rkEt has proved mort sEnsitivE and the dollar 

has ~tE ll somEwhat in dEmand all day. Vlhtn thE rate 

reached 1 . 68-?/8 the British authoritiEs intervened and 

gave dollars frEEly to all buyers which had a steadying 

efftct, 

r~ld fixing was largE, 234 bars bEi ng dEalt in 
' . 

of which 119 wErE ma;r1Ed aJ)d thE British fund suppliEd 

thE rmaining 85 , ThE movEmEnt of f unds from London to 
' . 

Paris dEcidedly incrEasEd today. 

JOHNSON 
NPL 
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rROll: Aaerican bbaeey, Parte, J'ra.nce 

DJ.'fl: Karch 14, 1939, 6 p .a. 
JO,, 478 

J'1Ull COOBIWI, 

The news concerning the Slorek political question 

h&e caused the dollar t o be a ore bid a.nd sterling t o 

weaken. The dollar buying order was held by G\lara.nty 

yeeterd&y, a.nd it tu.rned oYer t o the J'renob control 

3 ,800,000 dollars. Today there wae improTe~~ent 1n the 

belga tn SfiiP&tbY with the dollar, The abore-menUoned 

..... eTent cauaed depression in the French rente a.nd 

share market. 

The French control had gatned al.oat one million 

pounds but no dollars by half-paat fiTe. There ie a 

report in the Bri Ueb preee today of a proapect1Te French 

consolidation l08.D on t he markets in Switzerland and 

the letherlande. ¥y friend conf1raed th1e report, but 

details are not yet &Ta1lable, (See ay telegraa Jo. 

473 of Karch 14, in which I reported Trip 1 e reference 

to th1e . ) 

BULLift, 

Regraded Unclassified



Present: 

Karch 14, 19~9 

~:~0 p • • m. 

Mr. Leroy-Beaulieu 
Dr. White 
Kr. Lochhead 

IOoi,Jr: lfe have Spring in 1faab1ngton when we 
have s now in New York. 

I did not know when I asked you to come down 
t hat Ur. Hitler was going to take the reet ot Czecho­
slovakia. 

' Mr. Beaulieu: Yea. 

HK,Jr: But 1t seems to have passed ott without 
anybody hearing about 1t exoept the poor C~eoha. 

Mr. Beaulieu: That's very important. 

that . 
HK,Jr: But I did not ask you to oome down about 

I t hought that 1t might be very helpful tor 
publ i c opinion t o:- France, 1t your Government would make 
a shi pment of gold from New York to Parle. 

::.Gs 

Kr. Beaulieu: Yea. Well, I know that we have 
been more or leas building a gold balance here in the 
last three months. Now it must be, I think, 1178,000,000. 
Some t hing like that? 

HW .Jr: $150 1 000 ,000. lfhat 1e it? 

Dr. White: $159,000,000. 

Ur. Lochhead: Been an increase since then. 

Kr. Lerox-Beaul1eu: But I must sLIY that m:r Gov­
ernment was not perhaps completely confident ot what the 
further outlook would be and that it is in view of that 
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l'IS have built this balance here, in order that it an 
e~rgenoy arose we should not have to sh1p gold wi t h 
very high insurance rates . I think it was a protective 
measure . I don ' t mean to say that we have any different 
reason to suspect anything, but that it was really a 
quest i on ot the possibility of an emergency as, we will 
say , the one thathappened in Sep tember. So I wonder, 
Ur. Secretary, that even with this situation in Czecho­
slovakia, if t he psychological effect o f a shipment of 
.•ol d, which cannot be very l a rge now because I do not 
suspect, after all, we shall sh1p more t han $10,000,000 
or i20,000,000 • •••• 

HW,Jr: I am thinking of $5,000,000. 

Ur. Beaulieu: Five? Well, I wonder whether 
public oplnlon in France wouldn ' t perhaps think, ' Why do 
we do that? Must we instill confidence? Is it s ome­
t~ng to instill confi dence 1n France? ' You see what 
I mean . 

HM ,Jr: What I was t h inking ot, every time I get 
a chance I tell people how wonderful recovery is in 
France and people in this country don't appreciate it. 
They don't really realize. We know what the gold figure 
ie here . We know gold is going back, but the people of 
the United States don't know. 

Yr. Beaulieu: Yes. Well, I appreciate greatly 
the spirit ••.• 

HM,Jr: They Just don ' t know it. 

Wr. Beaulieu: I know that th1o •• •• 

HIII,Jr: They still think of France in t erms of 
six months ago. 

Mr. Beaulieu: Yes. 

HY .Jr: And wh1le the French people may realize 
1 t •••• 

Ur. Beaulieu : Yes. 

HW,Jr: • •• you very seldome see much outslde of 

:ss 
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our financial columna. 

Mr. Beaulieu: Yea; that's true. 

HW,Jr: But, for inataroe, a shipment, a token 
shipment - - it will be in every paper in the United 
States. Now, I don't expect to have them do it to­
mo rrow or the next day, but if t hi s Czechoslovakian 
thing should quiet down • • • • 

Yr. Beaulieu: Yea. 

HM,Jr : ••• and Wr. Wuasolini did not rattle his 
saber ... 

Mr. Beaulieu : Yea. 

167 

HM,Jr: ••• and I don ' t know anythi ng which 
could advertise to the American people the progress that 
has been made in France since November • ••• 

Mr. Beaulieu : Yea. 

HM,Jr: • • •• than a token shipment of gold going 
from t he United States back to France . It's 

Ur. Beauli eu: I shall transmi t t his. 

HW .Jr: ••• It's the publi c opinion in this country •. 

Wr. Beaulieu: Yes, I see. 

HW ,J r : • • and I suppose if this was done, there 
is not a newspaper i n an important cit y in t he world that 
would not carry it . 

Mr. Beaulieu: Yes; I eee your point. 

HW,Jr: I don ' t know how much you had to spend 
for tourists and for publicity , and looking forward to 
tourists next summer ••• • 

Wr. Beaulieu: Yea. 

HW#Jr: • •• • • and t h e stability which has re­
turned t o ranoe, it would be awfully obeap publicity. 
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Kr. Beaulieu: Yea. And you think, really, a 
token s hipment, a a you say, would have a very great ef­
fect here. 

HU ,Jr: I think so. Arohie , r.hat do you think? 

Kr. Lochhead: Whatever runount you want. I 
woul d r a ther split it into a couple instead of Just one 
shipment . 

HW.Jr: All r ight . 

Ur. Lochhead: Looks too obviously a token. 

HM ,Jr: All right. 
1t two or three times. 

Then put on lt million. Do 

l.!r . Beaulieu: 
t ary, the way in which 
1n mind . 

But I g reatly appreciate, Mr. Sec­
you tell me that and what you have 

HM,Jr: You woul d be surprised t he number of 
people I talk to •• •.• 

Mr. Beaulieu: Who don't know. 

HM ,Jr: • .•• who haven't t he faint est idea, and 
who ought to know. 

~r. Beaulieu: Yea. 

HU .Jr: I keep saying , "You know the s t atement 
that Mr. Paul Reynaud made, that he has t aken back enough 
gold to pay for 6,000 airplanes, in gold." 

able! • 
"Oh , did he make that statement? That ' s remark-

"You saw i t ? • 

"No, I d i d not see it.• 

Outside of our people and the bankers in New York 
and a f ew others, this country does not appreci ate the 
come- back t hat your country has made. 

: sa 
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Mr. Befulieu: Yea, t hat' s true. But there is 
no other means~ or course , it's lese suggestive, ap­
oeala leas to t he mind or the man in the s treet, but ir 
there wer e means or publishing what gold we have here, 
earmarked her e, that,you don ' t think • •.• 

HM .Jr: No. Then the que stion immediately oomea 
up, they are soared and they are piling gold up here 
against an emergency . · 

l.lr. Beaulieu: I, see that. 
interesting. 

I think it•a very 

:ss 

HM Jr: I mean, at the rate you are going you 
have $20o,60b,ooo here in no time . How muoh more do 
want? That is not the point anyway. The raot t hat 
are piling it up here says to me that you are nervous 
conditions abroad. 

will 
you 
you 
about 

Mr. Beaulieu: Yea. 

HM .Jr: I am t h inking or t aking a t rip to France. 

"Oh, I don 't think I had better go. 
don ' t look so hot.• 

Conditione 

"But they are ta.k.1ng gold back and t he French have 
confidence t o bring s ome ot their own gold back. I guess 
conditione are a l i ttle bit better in Fr ance.• 

Mr. Beaulieu: I see your point, very well , rrom 
t he American point ot view. My rirat reaction was French 
point ot view. We have made one ot these token shipments, 
I think in last May or something like that. It was a 
little too rash, but things had not improved as they have 
a1noe then. 

fast . 
HM ,Jr : It was unj ustified. Mr. Bonnet went too 

Wr. Beaulieu: Now it is completely. RecoverY 
1a co mplete, wh1oh no one in France, even t he moat opt i miatio, 
would think it would be. But people are so suspi cious some­
times. You mi ght say why? I don't know. 

It's only my rirat reeling, because I must think 
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t he matter over , because I have not thought of it at 
all, but people may think, ' Why do they do it? Why 
do t hey boast? ' , because in France we have a lot of 
propaganda carried out by the Government t o show t he 
country what recovery has been, so they are qui t e aware 
of those things, which your publ1o know or, if they are 
not aware of it it i s because t hey don't want to know. 
So t hey may t hink 'Why do they do that?' 

HU,Jr: Well, look! I can't interpret your 
public opinion. All I am trying to do is interpret 
public opinion in t his country and I t hink -- I think 
~r. Lochhead is right -- I would rather 2 or 3 millions , 
or l t mi llions at a time and hAve it sort of trickle 
oack and I can assure you that public opinion in t his 
co~ntrJ - - it would be helpful and it would hel p your 
tourist trade . . 

lir . Beauli eu: Yes. 
and I will s ee how • • .•. 

Well, I will transmit t hat 

HM ,Jr: You spend , undoubtedly, hundreds of t hous­
ands of dollars t o at~ract tourists. 

Mr. Beaulieu: I see your point very well. 

HU ,Jr: And this thing would be very inexPensive 
and it would be great publicity for France in this country, 
but the eff ect in your country I don't know. 

Ur. Beaulieu: That,we will have to judge, but I 
t hink it is very interesting . I am also struck by the 
ract that people often don't know here. 

HM,Jr: You meet people . 
recovery in France? 

Do they know about the 

14.r. Beauli eu: Well, we had thought -- I try, but 
I don 1 t l'lant to make oropaganda about it, but it's a fact 
that t hey don't; they' don ' t read the newspapers. I don ' t 
know whet hE' r yru not i ced in the J ournal of Commerce, three 
articles cane out on France, about recovery in France. 

HU,Jr: Did you write them for him? 

Ur. Beaulieu: No. No. We can give them some figures. 

(At this point, the secretary ~~d a good l augh. ) 
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Mr. Beaulieu: And Mr. Re7naud 
speech in the Senate on December 20th. 
a 11 tt le booklet ot it. 

171 

made a very good 
I made a brochure, 

HK.Jr: You take this suggestion and think about it. 

Mr. Beaulieu: I think it's very interesting and 
I think it will be much leas costl7 than advertieing on 
Fifth Avenue tor the. tourist trade . 

HK,Jr: Thank you ver7 much tor collling down. 

Wr• Beaulieu: Good-b7e, Kr. Secretary. 

oOo- oOo 
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France - Funds in United States 

(in millions of dollars) 

172 

1 Bank of France funds at ' Total French de sits :Total liabilities of 
: llo'N Xork Federal Reserve BanJo in 0 5 bankr :U. 5. banks to France 

---~~De,..PQ=aiJ,a :Eannarked gold: • • :(including deposita) 

11 

lS 

25 

1 

8 

15 

22 

1 

s 

2.6 

6.6 

6.2 

6.2 

6.2 

~ .6 

24.8 

13. 5 

13.6 

17.3 

J; ... York district on:cy. 

9?.4 

99.4 

100.4 

1~.3 

112. 5 

118.8 

118.8 

127.6 

155.7 

159.0 

177.6 

186. 5 

187.1 

189.9 

185 .4 

184.1 

200.1 

205.7 

198. 51/ 

187.1. 

197.1 

197.6 

199.9 

195.0 

201.2 

209. 4 

216. 5 

210.1 y 
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March 14, 19}9 

11r. Pierpont 11oft at , Chief, liu.ropeu D1T1a1on, State Departact, 

called todq end atate4 tbat the quar\erq allo'l'&llee tor Donald I eath 

111 llerlin , referred to 1D the Secretary' a telephone C0!11'ereat1on or 

llarcb 10, waa entireq aathfacto17 to the State l)epartaent en4 Mt 

tr1 tb their tull IIPProTal, 

llr. llot!at &lao atate4 that be waa writiDC to Poland, IIDDc&l7• end 

Rumania regar41DC Heath 1 a propoae4 1'1a1 t to thoae oountrlea end oopiea 

ot b1a lettare are a ttached. 

~73 
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OIEPARTMENT O F STATE 

DIVISION OF EU ROPEAN AI'FAIIIIS 
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March 15, 19~ 

Memorandum t or Mr . Lochhead 

Copy or personal l etter sent, 

Uutatie Mutandis, to Mr. Biddle at 

Warea•, Mr. Gunther at Bucharest, and 

llr. lolontgomer)' at Budapest, regarding 

the forthcoming visit or Mr. Donald 

Heath. 

Pierrepont Mof fat 

E:u: Plol: ASD 

• 

-
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l.ltu'()h l :'> . 1!>30. 

:10n,.Ud •Ollth , 1~10 1 11 !'11' R1i ~onrot&J'7 or t h e ~.h'btt.a•7 

\n .•!!!'l\n , \0111 t>!"'bab1:; b ll o.-1.11111: t 'l IS eo you oomo~Uio 

ln l .. : c · u::-so or ~., 1\ll:tt !'c~ 'l'"'nt )a, t\o you p robll.bl7 

.n·"' , ... oc~•l'!\1\ tn •' IU'l D onC:. a-.• t t fii'?'Ot-th ln t.cndon hl\YII 

t .,cl'\ll:od, t ~ a. eert:-ln extan t , in a l.y-•e ot .r1r.a:1c1tt1 

175 

r..::•ortln:; tl1-c.t 1 ft o r ; 1\J'U cul ar t nto::-oat t'l .. '\e :locr et&l'7 

c"'U!'Itr1ea, not W! t h v1cv to t a>:l n o VC':- :.l.c !1'111!I0 1al 

-:·ort1n,. ln tholle o"un1ll'l eo, '.Ja t "'I ·.!-. rt vt ~ to ·to e \-

1 :~· l'l!"orn'lll;r , t !IM,.,u ·It Y· ur I:U~'d r,.:':'1oon , aoao of t.lle 

t lnl\nc.l.n.l l<"nc:!oro (bot h Oovern;:::en L 1 a nd ; rtvnto) to 

1o:. u;> \n " on1uu w,.y .t.at t' l n r.rlclrl ,..,aolp ·~'to:!' 't.'\YO, 

t.o 'r.t'.l.c~~ .. to ::""" w';..o; t ey;. o c.f I!; oo1.U.1:u:cl 1nl'OmAt1on 

7'lo 'lnn~rnblo 

~~t~ny ; , Dr oxol 31ddlo , Jr., 

~~orliSAn Aab8•oador, 

lfaroaw. 

YOUld 
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.. 

.-14 be ot UN to ... ~....,. an4 1n 11-l"ol to 

ooor41u'• ~· tJpe ot kno'IIIL ..... 

I .,. Wl'l\lal ,.ou \t\11 lo,hl" \n t.'lo h opOI t."'at 

you Will !Jin HeaU\ 11 Jwlp 111CJ hAnd. At the ••• U•• 

J vel\tl.ll'a t o .U(!t:1'1t th.at, 1neof&J:O u h poulble 1 1011 

t.eop t he taot that h o ha a . , eo1al Trea~ eonneotlon1 

1n t ho baollf:PO~ H atght CAM"'J' WI'OftC 11'tp11eauou 

'bot h 1n JleJ:OUn and 1n o~her o:lunt1•1u. You tr11l rtn4 

hiD qu1ot, 1ntoll1cent and ooor~rnt1Yc. 

11th IYII'7 80~ Yl l h o 

(SIGNED) PIERREPONT MOFFAT 

Mutatis llutand.ie to: Mr. B14dle at Warsaw, 

GlVIlHI 

....... ". 1M • ·~~~""" 
,~ . , ... . ... ..o 
~~ 

Mr. Gunther at Bucharest, 
Yr. Montgomery at Budaoest. 
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G?.O\IP KEtTING 

p?.£s::m : 

h . :.~ . Jr: 

Lochhead: 

~ . :~.Jr : 

Secretary Morgenthau 
M.r. Hanee 
Mr. Gibbons 
Hr. McReynolds 
Mr. Grave a 
!l.r. Lochhead 
!4!r. Haas 
!~r. Bell 
Hr. Outfield 
l·!r. Foley 
~lr . Gaston 
!-!r. White 

! 77 

March 14, 1939. 
9 :30 A. J.l. 

{Secretary's Office) 

' 

Good morning everybody. Where is Johnny Hanea1 
Oh , here you are . A pe rsonal matter after this 
meeting. And you and I, ten-thirty at the White 
House. So right after this meeting just bring in 
that stuff a nd I will go to school again. Just 
to refresh my memory I will read thls out loud. 
I am just curious as to what I di d say in llovember 
1937 on taxes. \fould it bore you 1f I read it out 
loud? I have not looked at it. I would l i ke to 
read it again. There is no ulterior motive abou 
it. I would l i ke to know what I said. 

Hello, Archie, how is t h e big city? 

All right. 

"Although we are not contemplating any incr eas e i n 
t he t ot al tax burden, t he char a cter of our tax 
structur e is being given earnest consideration. 

"The Federal tax system affects everyone in t he 
country. tie 1n t h e Treasury in studying t he tax 
problema have two objectives always betore ua: 
Firat, t hat t he tax burden aha11 be distributed 
as t~irly as oossible, and second, that the 
coll ection or. taxes shall b e as little burdensome 
to t he taxpayer a s possible. 
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"It is With t hese aims that, by direction ot t he 
President, ~re have been reviewing t he whole tax 
structure in the laat tew months and are just now 
in t he process ot presenting to a committee ot 
Congress the information we have collected. The 
study has not b een directed toward raisi.ng addi­
tional revenue . I nstead, we have sought to deter­
mine whether the re are inequalities and injusti ces 
in the dis t ributi on ot the tax burden and whether 
there are some taxes whose cost ot collection and 
\'thos e burdensome effect outweigh the revenue gain. 
In addition , we 1·rant to simplify collection and 
make the taxpayer's record-keeping less difficult. 

"Ue reali ze that our tax lav.s 
v:e 1·1ant to make them less so . 
t here are inequities; we want 
of them as we can. 

are too complicated; 
11e reali:r.e t hat 

to eliminate as many 

"In maki ng this study, we have invited the assistance 
and the advice or grouos of t axoayers and or indi­
vidunls. \'/e want to hear the taxpayer 's side or 
the story. l'fe ~<ant all the fact s He can get and 
1·re hllve obtained both facts and opinions. 

"Our true revenue come largely from individual 
earnine s and business orofite . lie do not ttish to 
i mooee levies which tend to dry up the sources ot 
tax revenue. The laws should be so writ t en and 
administered that the taxpayer can continue to 
make a reasonable orotit wtth a oinimum of inter­
terence trom hls oim Federnl Government; provided 
t hat t he tah~ayer coooerates With h is Govern~ent 
i n carrying out t he purpo Ae and t he spirit ot 
the tax laws. Of course, tax policy cannot prooerly 
be determined from exceptional cnses . \·/e must 
look at the ~~hole oicture. 1·/e base our decisions 
on extensive inf ormation and uoon analysi s ot 
actual tax records. 

"The amount of our i ncome-tax revenue i s only 
a bout half our total i nternal revenue. Less than 
t hree mill i on oeoole out ot our total population 
pay individual Federal income taxes . 1/e would be 
applyin6 the princi ple of caoaclty to pay more 
justly it we were t o reduce t he number or consumer 
taxes and a t the same t i me to i ncrease t he number 
of incorne taxuayers . Taxoayers 1'1ho are squarely 
confronted 1n th t heir o~m tax burdens are bound to 
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be keenly ali ve t o the way the money is being 
soent by their Government. 

"The budget now nearing comoletion is predicated 
on a definite esti mate of receipts, based on t he 
existing tnx structure. It i s a cardinal point 
of our pol icy t hat the tax system, as revised, 
must not yield a smaller return for 1939 than 
the present system would yield. 

"Let me repeat: 1/e want to adjust ineoualities and 
renedy defecta 1n the tax la11s. In doing th1s, 
we have sought the hel p of the taxpayer and have 
given him a sympathetic hearing. It ue f i nd that 
the operation or any particular tax i s unfair, we 
stand ready to say so publi cly. 

"My object this evening has been to oresent, as 
clearly and as frankly as I kno\t how·, a col:!Orehen­
s ive pi cture of t he Federal exoenditures and t he 
budgetary outlook. I have tried to make olain 
the underlying economi c reasons, as well as the 
humanitarian ones, for the past deficite; and I 
have tried to brin& out clearly t he consider ations 
thnt nO\f demand further definite steos t01·1ard a 
balanced Federal budget . I have shoWn why, in 
my opinion, this balance should be sought by 
a reduction in exoenditures wit~~ut an increase 
in t~e total of the tax burden. But I have also 
shotm t~At the~e is a limit to reductions; and 
that balancing of budgets needs t he helo of i n­
dustry to lteep uo total tax receiots unless we 
are again to r uoort to def i c i t flnanc i n(> . 

"The orinclnal aims of our budgetary oollcy have 
been, and I hope will continue to be, to oromote 
a hibh level and healthy cha~acter of business 
activity, a maximum volume ot e~loyment at good 
\:ages 1n private industry, a reasonable ~eturn 
to caoital and enterorise, fair treatment for our 
a gricultural oopulation, and adequate revenues 
to meet t he services now demanded of t he Federal 
Gover"-''l!ent . 

"The attainment or t hese ends rests very greatly 
on priv~te initiative and on the coo~e~ation ot 
or1vate enterpris e. T~~s is a necessary eu~ole­
ment to any efforts \1h1ch t he Oover nnent can put 
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forth. This Administration i s going to do 
everything possible to promote a continuation of 
recovery and to balance t he 'budget through cut t ing 
exoenditures. But I wi sh to emphasi~e that in no 
event will this Administration allow anyone to 
starve, nor will it abandon its broad purpose 
to protect the weak, t o give human security and 
to seek a wider distribution of our national income. 
1·/e are conf i dent t hat, with t he full cooperation 
of the bustness world, our present difficult i es 
will be overcome ; and t hat t he aims t hat I have set 
forth above, which are properly t hose of private 
business as well as t hose or t he National Govern­
ment , will oe achieved.• 

Is this a good spring board?· 

Sound like you just wrote it. 

Now, have I eaid anything , Herbert , since t hen? 

I have not run it down but I am sure you have not 
said anything inconsistent wi t h that. And you 
did not appear before t he Committees on the 193g 
Bill , as I recall it. You made some i ncidental 
references -

Isn't that perfect as a spring board from t here? 

Sure . 

And t hat vas made a year ago . 

November, 1937· •we s tand ready to say so 
publicly•. 

Very good. 

All I have to do when I go on the Hill is read t hat. 

Your ~osition has not changed. 

11ell they have asked me again and again 1f I have 
changed since November 1937 and I said "No, I have 
not• . Of course, t he one in there about the 
"driving force• and •private capital" is perfect, 
!·lack. 
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Nothing. 

Are you going to look after my friend !~rlene 
Deitrich? 

\Jell, I am having a little dift1cult;y. 

If he does not know what to do we do . 

:a1 

It goes this way so I am ahead of you. (laughter) 

You are boasting, Bell. 

No I am not, I don't know lfhat she wants. (laughter) 

I am not going "o pass her on ; the boss passed her 
to me. 

I don't want to dash your hopes, but what aha asked 
for is that I look after Hr. Remarque after he 
comes in. I told Hre . l-!orgenthau. about this letter 
and she sai d, "I wondered why I got those flowers 
a t Chrietmastime; now I know." She sent beautiful 
flo~ters at Christmas . II' ell, anylfa;y, ;you have got 
;your JOb. 

I am getting the information from t 3e State 
Department some time this morning. 

I have a telegram to sign cancelling that order 
which was done by telephone last night. 

All right . I see, ar. Bell, t hat t hese are selling 
on a deoi~al twenty-seven basis. 

Thl'l t is right . 

Do ;you remember I said one and a quarter - decimal 
twenty-seven . 

But that does not give us one and a quarter yield. 

What I would do is, not for today, but effective 
tomorrow, gi ve an order for another ten million, 
will you please, on the 4ls. 

4os. 

These are 4ls , I thought ;you sai d . 
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No, t hey are selli ng on a much higher basis. There 
is more protit in the 4ls t han t he 4o-4Js. 

I thought we vould clean up the 4ls tirst. 
They sold seven and a halt yesterday. I would no t 
gi ve them any more today but ettecti ve tomo r row. 
Do you agree? 

I t hin.k that is all right. 

Have you got anything else? 

No, I have not . 

Did you see about the bond matter? 

Yes. 

t/111 you draw a l etter tor t he Pr esident to write 
to t he two leaders on t his? 

Yes. You want him to do it? 

Wouldn 1 t you? 

\/ell, you can. 

All right, why not wait until I go up on t he Hill. 
I will tell you what you do: Have Larry Bernard 
ask Pat Harri son how t hey would like to do it, 
1t at all. 

That i e knocking out t he t hirty billion dollar limit 
on bonds . 

Yes , hott ttould they like us to do i t; maybe they 
don't want it at all. 

It mi ght be better to keen the President out or it 
and let the Trea sury do it. It is a Treasury 
oroblem. 

0. ~. Anything else? 

No, nothing else. I did not see any of t he other 
stories . I thought the Cotton story was a fairly 
good story. 

Al l or the paper s had i t • 

• 
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The Tribu.ne had a good story, I thought . 

I thought all of them were fine . They asked me 
if this was"appeasement" and I sai d no. Did you 
see my - not my horse and buggy story, but the 
horse and barn story? 

Yes, I saw that . 

Tho boys began to figure hOl·r much cash was involved. 

Did not any of them s et that figured out? 

Cotton had a figure of one billi on eight in cash. 
He called me late last night and I told him I 
thought he uas a little Off on his fi gures and 
so forth. 

Co~e on, you wholesale grocer . 

I talked to !·Ir. Perkins yesterday as you asked. 
He said t hat t hey ~rere planning a ~:ide publicity 
campai gn in connection l·tith this project and that 
tha t would, of course , be emphasi zed i n the cities 
chosen for t he i nitial exoeri~ent . As to the 
proposition to select a town of less t han ten 
thousand oopulation, he said t hey had thought of 
that but consider ed t hat t here were too few clients 
in communities so small to give any significance 
to the experiment. So they were not planni ng to 
go below in t heir first experiment~ operation, 
b elow a population of thirty thousand. 

He sail\ that they were thinking of Hagersto1m as 
one of' t he ci t i es to be i ncluded i n t hei r first 
experi ment . 

That is particularly good because Dr. Parran has 
run a county survey t here on t he food and health 
of t he children. He has statistics on every 
person in t he county. 

Ti1nt suggestion came froo Dr. Perran in H11.gerotown . 
You remember you asked t hem to use a city close 
to Washington . They considered Balti".lore, Rich.'lond, 
but they thought t hey were not Particularly good, 
but that Hagerstmm 1·ras excellent . 

That is fine . Has t he Comptroller come through? 
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Hr. Bartelt is meeting with people in t he 
Comptroller General's office, yea air, and he asked 
me to conf er With him t oday. 

That is fine. \'1111 you see it t hrough? 

Ye a , sir. 

Anything on your mind other than that? 

No . 

Foreign exchange is not showing any ac tivi ty due to 
the Czechoslovak condition. I thought t hey might 
be ~ little upset this morning on account of the 
Czechoslovak condition, but there is no weakness 
there. Belgium is t he one that ~s a little weak. 

Is Leroy Bsalieu coming in? 

He is coming in about noon. 

Tell Harry to give you what my suggestion was. 

I j ust told him as 1re came in. 

My t hought was t hat I worlted out yest erday, I am 
going to ask the French, if t hey want to get so~e 
favorable publicity, i f t hey put rtve milli on 
dollars worth of gold on t he first boat t hat sails 
and take it home - i f t hey wanted to make the front 
page of t he papers, that is t he way they can do 
it. I don't know or anything t hat ~<Ould reassure 
t he people more than if t he French took home five 
million dollars worth of gold . I am goi ng to put 
it up to them on t he basis or -

You would have to cro~<d the Czechoslovakian thing 
orr or the front page . 

That Will be settled in a day or two if it is not 
settled now. If you really want to read a sad 
and somewhat dramati c story, read the one in the 
Times, I t hink i t is, on Czechoslovakia - if I 
can paraphrase i t - I don't want to paraphrase 
it. 

"The impression her e tonight is that J.!r . Chamberlainh 
confidence has not been shAken and t hat the sudden 
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developments in Slovakia are regarded as an annoy­
ance rnther t han as a sou roe or 1·:orry. In the 
British view t here is no need for events in Central 
Europe to i mpair anyone' s confidence, except 
perhaps 1n t he i ntentione of t he Geroan Government 
toward non-German peoples beyond t he ~eioh's 
frontiers• . 

Is Chamberlain annoyed? 

He 1s annoyed . It is not a sour ce of worry but 
a sour ce of annoyance. And down here , at t he end: 
"But Great Britain ~:i ll do nothing , even if un­
pleasantness occurs. British apat hy over Czecho­
Slovakia's f 'ut ure is overpower ing, t he publi c is 
bored 11i th the 11hole question, and even 
Hr. Chamberlain' s critics on t he Left a re avert ing 
their eyes rroo the soect acle or what Gernany does 
with his Central European colonies as Czecho­
Slovakia is s ometi mes call ed here. or course there 
was a British guarantee to Czecho-Slovakia involved 
in the l!uni ch eettleoent last Seotenber. The 
British and French Governments announced t hey would 
be pr epared to join in an i nternational guarantee 
of t he ne1·t boundar i es of t he Czecho-Slovak state 
aga ins t unprovoked aggress ion" , and so fort h and 
eo on . Terri ble, i sn ' t it? 

1'/ell, when Roy Beal.ieu comes in I will see hlm. 

Ri ght . Hi s plane should be here about quarter to 
twelve and he will be here about twelve, I i magine . 

Three-thirty. 

Here i s a list of t he franc activities t hat you 
mi ght have on your desk . 

1:e11 , you and Archie 11ill be here so will you keep 
this unt i l then. I s t here a nything else, Archie? 

No thin.;. As I say, the exchanges are keeping very 
ouiet despi te this situati on . This 110uld rather 
bear out the remark in the papers , "That it i s 
socebody else ' s umbrella t hat is being blown inoi de 
out• . 

Ths t is o. good line. Harry? 
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The State Department, when informed t hat we had 
somebody for Paraguay said that Venezuela is more 
important to them and they would orefer to send hi m 
to Venezuela. Notr, 11e have somebody else t hat we 
could send to Ve~ezuela. 

You and Arch ie fi x it up between you • 

Senator lfagner, I take 1t, felt that we should close 
t he testimony up there . 

\I ell, I have t his memorandum from Foley t<hich I am 
goin~ to take over, i f you don't mind , and show it 
to the Pres ident . Do you mind? 

No •. 

The way it was written before . I can say to 
Senator 1/agner that 11e don 1 t want three billion 
dollars or Thomas currency and, •you might be 
interested to kno~r that i n my lloven:ber speech, I 
recomcended that t hey drop the three billion 
dollars ttorth of Thomas currency and the President 
struclt it out. 

I t hink you are foregoing an i mport ant potter 1t you 
could still have it without r a i sing any issues . 

I am just going to show it to the President. 

I s i t a ouestion of recocmending abandonment of 
that power? 

No , but ~/agner i s . 

Wa.gner sai d he t hought they could pick up some 
strength tor t he Bi l l if t hey coul d add another 
section to repeal t he three billi on dollar green­
back provision in the Thomas amendment. 

I ttould like to say something about that if you 
are going to take any stand. 

Personally, I thi nk that I a.m no t reco= ending it, 
but Wagner is raising it. I think it is silly to 
bring it uo a t t his time because I don' t think 
t hat t he geld devaluation is - I don't want to 
pass on it. 

By transmitting it indicates that you are not taking 
any pos i t ion or commitment . 
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No, I am not . I had hoped they would not raise it 
at this time because when they start to dig t hey 
are going to dig and find we can lower and raise 
t he price or gold by other things too . 

I understand that somebody, in a recent meeting, 
asked about t hat - about raising t he pri ce of gold 
and said that should be repealed. 

\'iho di d that? 

Sparr. 

\'iho is that? 

Sparr i s t he leader ot the group of sixty-tivs or 
fifty-six economists. 

\~ pays tor their expenses? 

Oh, any number of neople could. 

\/ell, who doss? Are t hey incorporated? 

I can't f ind out. 

And I asked you to find out, under the lobbyist law, 
about that fe llow - I wish you would. I am not 
taking any nosition on t hi s, but I have got to 
answer Wagner . 

The Senat or t hought t hat some economist from t he 
Treasury ought to clean up after t hese other outsi de 
economists have finished. He did not think it 
would be necessa ry for us to get outsi de economists 
to refute some of this testimony, but he \~anted to 
talk to us again after this morning 's session. 

I got your message about Jeff Coolidge . I would not 
r a i se my finger to i nfluence Jeff Coolidge one way 
or the other. I could not. I know him. You can 
not i nfluence him. I t is a principle with him. 
You Just can not influence hi m. 

Do you think we should put a couple ot questions to 
him and ask him how he voted in 1936? 

No, Jeff has been extremely decent to me in the 
Treasury. 
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If he is so decent I don't see ~<hy he is coming 
down and testify. 

He believes it . 

Just consci ence . 

I don ' t th i nk Dean Acheson would do it. 

i!ell , all t hat Dee.n Acheson did ~tas to get out an 
O?inion of what we di d here, what i s i llegal or 
\·that t he President di d . 

But I think they tried to get him t o go do1m , 

All Dean Acheson di d was get out an opinion which 
was permi tted to be stolen by :-lr. Eliot Thurston, 
\•tho got it in the Nett York Tri bune i n t hat way. 
I don ' t think i t i s such an honorable procedure. 

I am not holding any brief for t hat; I thi nk t hey 
tried to get him t oo . 

1!ell, we all, in f1 ve or six years could change . 
Evid ently Dean Acheson has changed. But certai nly, 
\·then you go ba ck t o t he gold thing, l·that he di d 
when he 11as Under Secretary, or \·that he asei sted 
in doing and then get out an ooin1on l i ke that , 
well , it just wa sn 't cricket, that i s all , and that 
i s why he wa s a sked to get out and I was asked to 
cone here - one of t i-.e reaoons. 

:!r. Secretary , do you think there is any oose1b111 ty 
that if they are successful in defeating t hnt oower 
1·1ith resoect t o d evalua t ion, that t hey will then 
t ake the' posi tion t hat Congress aooarently did no t 
~<ish t he Admini stration to have t he n01··er to de­
value ~tnd t hat , therefore , 1 t now becomes essenti al 
to reoeal Section g9 , 

W'nat 1e that? 

',/hi ch gives you t he pouer to alter t he orice of 
gold . 

Harry, this 1s all I can do ; I went uo and certainly 
put everything t hat I had into my testimony four 
times . 

Three t i nes in t he House and once in t he Senate. 
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I did everything that I could. The reason I 
want to show this memorandum to the Pres ident is, 
I asked the Presi dent t o see Wagner . I don 't 
know whet her he has seen him or not, but nobody 
could do more than I have done . You can not go 
around telling citizens in t he United States they 
can or can not testify. You just can not do that. 

I di d not say that. 

~lo, but that i s the inferenc e. 

\•/ell, I am sorry. 

That is all right . I mean, 1·1e can not - I know 
Jeff Coolidge, I guess, bet t er than anybody in 
this room and I ltould not i nsult him by trying 
to influence him. 

Notr, I want to sho11 this to t he President because 
I want to ask hi m what he does want me to do 

In speaking to t he . President might it not be or 
some significance that although t he present l)O~Ier 

is not as i mportant as t he other, once they gain 
a victory on t h e other t hen t hey may t urn around 
and say, 11 \'/hat good i s this move by Congress•. 
May not that be an additional argument why it is 
desirable to win on this i ssue. 

It t he President asks me t o recomaend to h1m what 
I thi nk he should do, I would say, •one hundred 
per cent enthusiastically, do everything tPAt you 
can and do a ll you can to get t he extension wi thout 
change ; don't l et t he bars do1-m". Now, t hnt ia 
my oosit ion. Once you l ot the bars down on t his 
thing I don' t knou ho11 f ar it 11111 go . I a that 
all right? 

Yes . 

I don 1 t think Senator l'lagner reels arlully strong 
about this bu t he would l i ke to have your reaction. 

Hanes and I are seei ng t he President at ten-thirty 
and I will ask hi m. 

Senator Hagner apo~>rently did not reel very strong 
about t he other thing because his secretary re­
flected. hie viewe in sta ting , "1-lell, what difference 
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does 1 t 1nake 1f this does t au , you will have t he 
power under Section g9•, and he said that Senator 
Wagner knew t hat . 

Anything else, Harry? 

Tlult 18 all. 

Ed? 

Stinebower, from t he State Department, came over 
yesterday and talked to Johnson. Johnson gave hi m 
a one page memorandum sho~ting t he difference be­
tlfeen the pos1 t ion ~<e took in 1936, i n our letter 
to the State Depart ment , and the way we look at t he 
situation today. (reading meoorandum i naudible to 
t he reporter) . 

Can I do anything about it? 

No, I am Jus t reporting thie . Victor Scholle, 
Sneclal As s istant to ~arry Hopki ns, came over 
yes t erday . He i s a f ormer reporter of t he Times 
ir. Chi cago. He wanted to kno~1 if we could hold 
un on t he Ski dmore case until after the election 
in April . I told him I would not touch it; thnt 
I HOu.ld ment i on it to you if he wanted me to, and 
he asked me to. 

He 1s covering a lot or terr itory, isn' t he? 

I heard some gener al remarks t hat may not be news 
to you a t all , I don't know, but t he effect or 1t 
was t hat t he collection or income taxes i n Chicago 
is terrifi cally rot ten , and I was given at l east 
six ins tances or per sonal experi ences i n connec­
tion in \·thich the graft i s terrifi c . Now, this 
dates back about eight months ago or a year ago. 
I don ' t know - maybe the situation has changed. 

Put i t dolm i n writing and gi ve it to Mr . Hanes. 

There ie no danger or that; I am Just communicat i ng 
t lu\t i nformat i on. 

You say you were given six specifi c cases. 

I ~rould not quot e them. 
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Federal taxes • 

I ncome taxes - Just a general comment . Tlue was 
a discussion 1d th regard to i ncome t axes . 

I thi nk 1f you 
kno~r about i t . 
if you want to 

have anyth ing t hat Hanes wants to 
You can gi ve it to him verbally, 

tell him about it . 

I did not get i t that way, eo I could not gi v e i t 
to him ei ther ve r ball y or in writing. 

\'ll'lll t do you mean . Harry? 

Oh , I mean these fello11s were telling people >hat 
they knew one fel low ~rho sooke of his brother, for 
example, ~<ho had to de/\1 Iii th the inco::~e tax 
collector. I ~· oerely citing t hat i n order t o 
ind icate t h e situa tion. 

The thin(; to do when you ge t oeople like t ho.t i s to 
say: "Don't talk in t enernl1ties; ~1ve me specific 
cases" . I have had t hat ever since I P.JlVe been 
i n h ore . \'layne Taylor, l a st ye ar, went do·,m to 
t his club fo r some shooting o.nd there 1·rerc a lot 
of Chicago peoole t h ere vrho told h i m income taxes 
~rere bei ng used for blackmail ourooses . I asked 
l·lnyne to run i t do1m. \le ran 1t all do·.m 1111d 
t here 11as noth1n~ t o it . But i f you get soceth1n!; 
l i ke t hat, don ' t let them thror; that in your face . 
Press your demand tor definite information. 

Yes . 

I Juat don ' t bel ieve t hat , you Jr.no1·1. I don ' t 
believe t here i s a thinG to i t . If anybody can 
orove it t h en 1~e l'lant to find ou t damn (\Uiclt . 

If you are sufficiently fam1li = r 1·t1 th t he si tuntion 
so you don ' t believe it , t hat is all t hat 1B 
necessary. 

I think you e~uld t r y t o investiGate it . I think 
we should not c lose our eyes and say it is perf ect • 

I would not let anybody t ell me t here is any 
graft in the Treasur y about i ncome taxes or anythin g 
else, 1·ri thout put t i ng the f e llow right on the 
spot, 1n fai r ness to me and to t h e Treasury. 
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Well, it vas qui te a lengthy discuesicn in which 
any number ct instances were cited but the minute 
you begin to put any ot those fellows on the spot 
they shut up like a clam. 

Make him eat hie words - make h1m put up or shut up. 

The answer you always get i s t hey don't dare to 
talk because t he Bureau will take vengeance on him 
it he does. 

I think it is a simple matter, if you are familiar 
enough with t he situation, and have traced these 
things down wit h sufficient care so as to be con­
fident t here is nothing in it. 

You never know and t he only way you can know is 
like when I lfent out i n the field and the stuff 
I got, and, incidentally, we will have a record 
ot this fellow - about this man comi.ng over about 
t he Skidmore case. 

Victor Scholis. 

Isn't he Harry's publicity man -how did you l eave 
it? 

I told him t here wasn't anything I could do; if 
he want ed me to mention it to you I would be glad 
to do it . 

And what did he say? 

He asked me if I ltOuld. 

• 

Well, the nay t he thing stands we are going to 
present it t o t he Grand Jury i n April in this town -
I oan not remember the town, outside of Chicago . 

Well, he said they were not asking the thing be -
any punches be pulled or anything of the kind; 
all they wanted to do vas keep it out of t he cam­
paign. 

Well, t he election i s in April. 

Firat week in April. 

I can not possibly postpone anything for anybody. 
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I told him that t hat i s what I t hought you would say. 

lntat other good news have you? 

I am sorry to have all bad news. 

You really haven't any really bad news. I don 't 
ltnou that you gave me any bad news, George? 

I have nothing this morning. 

Steve, this Committee on Political Affaire will 
come in here at four o ' clock this afternoon; we 
will then go to Florida. 

You have not been able to get a hold of Jim. 

Ho, Jim is not back, but I have talked to Guy 
and t nlked (inaudible) yesterdny on t he telephone 
and he called Andrews and Andrews said he probably 
~tould be w1 th (inaudible ) 

1'/ell, the rest of you fellOlfa come in at four 
o' clock. 

1·1111 you s ee t hat t he people are here. 

You want Guy Helver1ng and Herbert . 

You don ' t want to bother wlth that , do you. 
( addreselng ~lr. Hanes) 

You should educate him . 

You t hink we should educate him. 

Yes. 

I think he has an education. 

I am pret ty clean l n politics, up until now. 

But t he Treasury i s on a twenty-four hour basis . 

The members of t he fiscal - monet ary committ ee have 
been informed of a meet i ng at ten o ' clock Friday. 

That does not include t he visitors; Just t he 
f i scal-monetary committee. 
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V1s1tors? What do you mean? 

Hopki ns and Henderson. 

Mr. Delano, Mr. Bell, 1-!r. Hanes and ~[r. Eccles. 
The gentleman who spoke for the National Manu­
fac turers ' Association on Social Security t hat 
day, has hls teohnlclans ready to come down and 
talk any tlme l{r. Haas and Hr. Brown are ready. 
I s that all r l ght for t hem t o come? 

Yes , fine. Herbert? 

Harry Eaton called up yeste1~y and told me t hat 
he learned t hat Cairns and a men on leave from 
Justice and another named - he d1d not know what 
his Job was, had gone to Hamburg for something i n 
connecti on wi th German trade and wanted to know 
lf I cou.ld tell him anything about lt and -would 
lt embarrass us lf anything were sai d about lt, 
and I said, "distinctly 1t would". I told him 
I \·tished he would keep it confi dential and he 
sal d he trould but somebody else 1n New York 
learned about it, because he heard it 1n New York. 

Anything else? 

No . I still think there should be some expert 
testi mony on our side on t his gold t hing. 

All right, you name me a first class economist who 
i s outsi de of Government, with a nat i onal r eoutation , 
who will cone down and t estify - glve me one name. 

lie combed t h e list. There are really none t hat we 
are positive or. There is Rogers . lie are not 
positive of wr~t they will say after they get on. 
That is t he difficulty. They may be in favor of 
t he power -

That is t he sad thing, gentlemen. Don't thlnk I 
would not have been out asking for t he se people to 
come down 1! I knew who I could ask. 

How about Burgess ; would he do - ho" does he feel, 
do you know. 

\iell, I know how t he Federal crowd would reel. They 
are all for di scontinuing this power because I 
tes t ed them, i ncluding Williams. This i s a lonesome 
place, t he Treasury. 
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Rummley gave me several names but I 1·1ould be 
afraid of anybody Rumnley gave us, because he re­
present s t hat committee for the Nation. 

Bernard Rutl!llley. 

T!le trou'.:lle i s , 1-!r. Secretary, they get up t here and 
say it i n such a lukewa.rm way, "Yea, i t i s of minor 
i mport ance• - t hey 11ould not e;o out on a 11mb and 
fight for it. I can not blame t heo, but t heir 
lukewarmness i s enough to counteract t hG effectiveness 
of t he ot her. 

Do you fello~is have a suggesti on? I have thought 
t his t hing over very carefully . It is the most 
i mport ant leb1slati on ws have. I am not just 
sit t i ng here not thinki ng about 1t, but I don ' t 
want to call down somebody and have him kno~o"!l a s 
cy witness and t hen have t hem go sour on me. 

I woul d like t o call up Hanson and speak to him 
over t he telephone and see how he feels - i f he 
f eels strongly ~10uld he come down. 

You bett er bring hi m down in ~n a irplane because 
the last heari ng is t hie mornint;. 

They are goi ng to have anot her one . 

Hanson uoul d be good - he has a good reput!ltion. 

You know what he said here t hat day. 

0. I(. 

( l·!eeting concl uded) 
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March 14, 1939 . 

•The Vice-President que stioruthe advisability of 

the Brazilian l oan as he felt t hat we were using 

taxpayers ' money to pay ba ck private creditors . He 

sai d for t he last 40 years i t had been the Republ ican 

pol!cy to loan Treasury money to for ei gn countries to 

pay our o1m cred.itors . Garner said t hat t he Democrats 

had consi stently followed this policy. • 

Or . '.'/hi te : 

Secretary Morgentha~ would like you t o put a research 

man on the above and go back for the l ast §Q_years -

particularly in ways and Means . He want s you to do a 

thorouah r esearch job. 

MCHUgh 
Room 285 
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I{!!Jr: 

Operator: 
E<!r'Srd A. 
'.> ' !leal : 

r-:tJr : 

0: 

h'!JJr: 

? : 

0 : 

i'!lJr: 

') ; 

'l!lJr: 

:> : 

~! ~Jr: 

0 : 

'I'..!Jr: 

0 ; 

H"!Jr : 

'\ ; 

'illJr: 

P.ello. 

Hello. 

Hello. 

Hello. 

Ed? 

Yea. 

Yea - Henry Uorgenthau. 

Yes, Henry. 

Did you call me? 

U&rch 14, 19:511. 
4:25p.m. 

: 

1.97 

Yes , I wanted to know - did you arrange about Ogg 
golng up? 

Well, I ' ve got our man contacting the como1ttee up 
there and be - as soon as he heard he was golng to 
get 1n t ouch wlth Ur. Ogg. 

I see , I see . Well, be -­
and gPt up our statement. 
u~ anyho~, hadn 't he? 

I ~ant h1rn to go to ~ork 
You know, he better get lt 

Yeah, It ' s goi ng to be on Thuro~ay, if be goes up. 

Thursday 1f - he'll go up. 

Yes. 

Well that ' s fine- glve him more time. 

Yeah. 

Well , that'e fine . I - I sure appreciate that , Henry. 
I appreciat e the opportunity of going u~ there. 

Fl ne. I'll fino out whY - where they h!t you, but 
lmmedintely I ' m comlng back and maybe they haven't 
got the invi tation yet. 
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Well- ~ell, I'll t~ll you • hat you do. 
that he ' s got t o go to St ant on, Virginia 
speech Thursday to the Virginia farmer s, 
daring i! you ' d - -

GPt him up there tomorrow? 

198 

Ogg says 
t o make the 
lllld •as • on-

That 1! h e could get up tomorrow Just a little while . 
! t wouldn 't take long . Just behind Henry, you know. 

~·ell , Henry is g., i ng up Thursday. 

P.e ' e S"1ng Thursday. 

~ell , l et me get Rhol d ?t t hP fello~ who represents 
the Treasury on t he Hill &nd •e'll find out about 1t. 

All right. Certainl,y enjoyed eeelng you today. I 
haver. 't seen you i n eo da mn long. 

Well , ! hop~ t o eee you soon again. 

All right. Thank you, and you let him -- let Ogg 
knO\V . 

Right away. 

Thank you. 
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~t. .;_, ,.GnJ:.ti:;Ivli~<L iliTN!:.SS.<.S ON 
~.,Dl ..,I->.1IJM 
Present: Jr . Gas t on 

!.! r . hhite 
t.lr . li&nes 
111:- . Berna r a 

lia rch 14, 19J9 . 
2: 2J p . m. 

H . J~ . Jr : 

.. ut to: : 

t: . ..: . Jr : 

d •. •• Jr: 

.• hite : 

"'' st .:>n : 

' · . . . Jr : 

G;.s t on: 

!i . . , . Jr : 

Ou~t.:>n : 

1 got y ou a n economi s t . I got you two . 

Good . Good . 

I he&r~ Jeff Coolidge t his m~rning . 

Lola you'! 

~ ~~ . I cskeJ c c~uple of the neNspapermen Nhe t 
l':tpressicm n e .naae on them, because ... d idn't .maw 
'me t.ner my o.v:1 vie .. s woulc be sufficiently obJec­
tive, and they bo th sai d nt~ mucie a ve ry bad, ;oor 
impr ession . 

" ell , you ..:now wno is r e1.dy t o go up on the lUll 
for me 1:omor r o w mor ning? Henry •·hl l a ce • 

" enry o<all~:ce - V<J r y gOOC , 

.<.xcellent . 

hnu O&g, of tne ~ese~:rcn cureau, hmerican ~o rru 
Bure&u Feder&tlon. •ney enaorsed it . I jus t h~d 
lunch ;•;i th ::a ll~>ce . cr.aing Ogg u;> f r o:: nlller 1c& n 
Farm Bureau recterution . 

ne made a lot of st~tements this mo r ning . 

::ould you thi nK it uu vlsable to c1.ut1on Ogg not t o 
prese nt tn e vie .. that ''"' ought to devalue further? 

Is he on that s i de'! 

r• m a fraid he ma y be . 

Aell , y o u ca n get hole of him. 

hOC lncioentlilly, \'ta l lace m.nts y ou ( "hi te) to r ide 
up wi t h hie t o t:.lk t o him as tle goes up . 
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'Inat 1 s t he d a nger: if anybody presents t nat view, 
tney ' ll take thumbs down r ight ~way . 

I aon ' t think - well, Ld U1 Neal sai d ne 1d do what­
e ve r I asked him t o . In f 6c t, just a resolution 
a sking for exten sio n •.••• 

Some of tnose men who ore testi fying ere definitely 
intellectually dishonest - t h.. t"cnnicians , e xverts . 

(bernaro c omes in) 

oern~ra - pull up e cn~ ir - is ul2ss goine t o sit 
t onorrow? 

l. .,s . 

ue is? 

'l ·Jmvrr '-'w mar ning . 

i•ow, n&n ry :;~>lhce nos agJ•eeo t o go UJJ tomorrow 
morning an-:~ Nt~nts t o test.i!'y . 

v n the s tabi li~~tion? 

~es . bUt ne ' s got an appointment r t 11 
so if ae coulu be toe first witness •.. 
a n t.ppoiot:nent "'i~h tnE: t'rcslc.ent . 

I thin.< I c&n " rr&nge ttll t . 

o ' clock, 
u.,•s got 

vo you think i s no ulu C!.ll tno.. Sen:; t or cyself, or 
~bn y J u hbndle it? 

I ca n nundle it . 

~uvvosing yvu try it first . 

All right, sir . 

Now the <>ecreta ry of ••griculture - at l e a st I've 
&sk~d the Secreta ry - he ' s ogreed t o do l t. hnd 
na ve y ou got a pencll? ncre, I 1 l l lend yo u one . 
:.nen y ou cvme in here, you always v.ant a pencil 
t. na ;>t.per . And t hen Mt· . vgtl - J-g-&- - tne ec.Jnomis t 
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Farm Bureau rederatlon, is r eady 
He can follow the t>ecre t ar y of 

hnd i ncidenta lly, somebody around here can get -
the J•merican Farm Bureau Federation is giving out 
a r e lea se today, or a t l eas t they 've sent a letter 
up endor s ine this bill . 

But you (Der nar dJ try to get t hose two on . But 
wr. " all&ce - they st&rt a t lJ, don 't t hey? 

Un- uun . 

.lJ o ' clock . 

l'lell , lJ : JJ . 

• vy 1 make a sugges ti~n, ~r. Secr e t a ry . Sparr is 
going on tomorrow ~ nc ct n b e 'lui t e effective. I f 
ne goes on af t e r Sec r et& ry •• a l lace, he can neutral i ze, 
neg~ote , and do ha rm t o Secr e t ary Wc. l h ce's tes timony, 
because there i s nobouy t u a nswer ;;parr, ~;nd he ' s a 
t echnic i an . I would s ugges t s ugges t tha t if it ' s 
ag r eeable t o you and tbe becr e t ar y, to have 1/al lace ' s 
t es t imony after .:> pa rr . They're going t o ll&.ve u meet­
ing on the following dey og~in t o g ive us a chance , 
and if ne coulo ttOstify t nen a fter • ••• 

!lho i s Spar r? 

He ' s a Pr ofessor e t Columbia , head of these fifty­
f ive economists . He ' s got a 2J- minute statement 
which he wa s goi ng t o r ead t oday 1 but t hey s ai d it 
was a .litt le l ate, put it off t o tomor r ow. 

uednesday f or l:r . h&.l l ace would b e jus t as good . 

Tnu t ' s t omorrow; you mean 'l'hursday . 

~rovlulng - you n&ve t o ca l l up hi s offi ce, ask 
his secretcry. 

~tnerwise, they coming after nim will nurt a gooo 
oeal of nis t es t imony . •hey can twi st i t and dis­
t ort it tne way tney did t oduy . 

• 
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Now listen, Benry - I mean darry - thi s is the 
<>ecrt<te ry of xgr iculture , &no r only j ust found out 
taut 1 1 ve go t the Rhole of orguni~ed agriculture 
beck of t his tning . 

·~ell , ... tniM it 1 s an e Y.cellent thing . But I tnir.k 
it *Oulo be better i f he could cooe efter. 

uh6 t <10 yo u (vaston) think'? 

1 tnln.< i t wo ula be be tter f or him t o come after 
:;pa rr . 

Nell , see if you can get hirn on !aursday, ena Ogg 
e lsa . But y o u ' v e go t to fi r st cell up ..tr. o.allace ' s 
o ffice . DUt i don 't T&nt - tne r eLson I'm nes1tn ting 
t o t e l<e •• h i te 1 s au vice - don 1 t. •• ~r;t thee t o t ell oe 
afterwL ra~, • •. ell, it' s too l& t e . " 

Better f ino thct out, b ecause tne 'lhursday meeting 
was not d cf lni te . 'l na t 1 s impor t a nt . 

lou bette r c a l l up t he Cld rk fir~t . ~hi s i s what 
y ou do . -.;l' 11 up tbe clerk - is ttu, t \'lho y ou c ontac t ? 

uh- huh . 

::.c.y, "The Secret t. r y .:>f the •rcust..ry would li~e t o 
<1~ ve tRo Ri t.ncsses, on~: IAr. .. ~lluce and the other 
•r . Oge; . l.o.• . .l.f taey c1n g o Thursa£y, all right; 
lf nvt, f" t tncrn un t omorro•v ." ! don ' t wan t t; he:n t o 
s~y I " Too b r .J · " 1<0-l when tney her.r oo a l .l.ace is coming -
they aon ' t wr.nt ,\~llll ce, see, but oo e l lace is r a r ing 
t o go . "nJ he ' ll makes a:~mn gooa •· itness, lmo tho t 
!'Uts 1gricuLture bs.ck into tnc thing , ~ nd the whole 
::.gricunur~-. 1 bloc, a na I tlli ru: tna t ,.;ill be just 
enougn t o ? Ut it vcr oss . 

i-iow, tne otn e r talng i s this . "ll&t &bout putting 
on r eis from the S t ate Depa rtment? 

r thin!<: yo u c o ula . 

He 1 s going to be here at 2 : Jv an d I 1 11 find out how 
ne s t unes . I ' 11 let you know. 
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•l' ne is sta nchly f or 1 t , yes . ~f he is luke-wnr m, 
• w oulu say no , because t hey 1 11 push him . 

J.Jut th~<t 1 s what 11·e w;;.n t; if he c cn say from the 
di,Jlo.no tic point of view it ' s ve r y l mport:mt, 
th< t 1 s wh a t lie want . 

Yes - if he s aiu tha t . 

'-fn I b e a little "cr.rs&s t l c " ':' ~ t nlnk h i s i deas 
E. r E: "o.nuerful , tout i thought up . 

~nanes c~mes in) 

I 1 ve got t::o f irst-class ec:mooists to go u )l on tne 
.11!.1 t o t estify on my "olu bill. vne is tho Secrt~­
t bry of ngric~o~lture; ne ' s going to testify . ~wo­
.A t• . •Jgg, officially r e p r esenting t ne h::terican Farm 
l.lure~u r eder " tl:>n . 

Go<>a . 

J.n :> the!' :o •·as , or g1.nlzed uc; t•i culture is ba ck o f i t, 
<-nu n Jboar .:n~ .v!l tt . Anu I · ~• go ln& to try to r,e t 
tne ~t;.te Uepl.rt•ilent t o s EJnd up n e rbert ''ei s, it 
n.- ' s enthusi~osth: f or it . ->ee . in o tne r words , 
.\ e 111 demon~tro.te to tnt II J rlu ~tlE t: tne Aaminis­
tr>tiJn is one - J Oe f~r 1 ll tnj Al l f nr one . 
nient? 

~,;on ' t y:m thinA tu, t 1 !l u 500.1 idea'? 

• s a...ccles 10:- i t "! 

He ' s fo r i t , out I •m ~frMiO - otner•lse - I •rn 
t fr~ia - 11e ,.,l,, me ne HaS enl;hus i as l;ica l ly for 
it, but I ' m t<fr:..id to s end nl<l u~ ther e . llould 
y ou \!.>as t o n) a £ ree .vith me? I mean on a ccount 
of his r eaction on "ena l;or u,Lr.ss . 

Yes . 

.'1he t '! 

• aidn't thinK o f ~en1.tor Glass . 

.. 
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And then the agricultura l crowd a re just fit t o be 
tied on Eccles on account o f his egricultura l 
s t 11 tern en ts . 

l thin« this is wonuerf'ul, t o ge t tnis :nen up 
t ner·&. 

~ tniru so . 

utU t l f> l SO got is this . ufllace tellS oe t omorrO'K 
is L v e ry import~· nt me eting of the l,;omroer cial 
Poli~y .•• · 

•nurs~~y o r t~morrJw - I aiun 't ne~r of it . 

~>nd tnis is what is n1s policy • 

.t>ll rlgnt, you (<>er ms r <l / go t o wor k a na let me 
.<no"", n ll you? 

n Ll rig ht . (uoes .:> ut) 

~lht t posi t i on do you MCsn t - ha ve yo u c ome to ~ 
..: onclusion as t o ll'h>st posi t ion you wunt t o take 
yet? 

:..es . I'm for tne export bounty o n cott on . 

~ou 1 re 1vith him on the posi t i on he 's going t o t a ke • 

Yes . 

You .<u.:>7: ;met lle 1 s g oing t o do . 

It ' s there . ~neferring t o :nemor~>ncium) 

nnu y o u want t o sup~ort this . 

1 nt< ven • t reud it . l don ' t Knoll now f a ncy tnis is . 
lJut. after a ll, o f " 11 t he tnin,;s , .1. t niru< the has t 
evil ls export bounty, una t nat ' s the America n Jo'arm 
Burea u ~·euerRtion ' s position . 

'lhen if it c omes t o :: vo t e •.• 

ne vo t e for e x port b ounty . n re you for 1 t? 
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r •a h~o~ ve to r e a d t n is over . 

vh, you're so fussy . 

une thing :~ore . ••e're get t ing o letter rro.11 
~en~tor Wt gner ••• 
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net1u1res a lot o f study t o see wha t it ' s going t o 
oo t o h it particulAr phr. ses ..• • vo t to r~ise your 
t a r iffs coming tne o ther way. 

1 t olo them they ' d die of cott'on . l..oulon • t see i t . 

v ne tntn~ mor e .•.• 

.1. { Mr . lll'nes is interesteu; let n1m look at tnat 
me!!lo . 

! 1 11 m~ Ke u co~y , sene you the origincl . 

:::.enf. tor .'Iegne r may send tills l etter down, which 
now conte lns •· bout eighteen ,,uesti ons . They ' d 
li«e ~o~n uns .vut• tonight or t oJnor row morni ne . ~o I 'd 
lh:e to snow yo u the te t 1.er, o r the -..uestions . 

Silo\\ J.t t ? Gust .>n . 1 hlven • t got t i Me t:> t h ink. 
.1. 1 ll Just nt~ve t o s ign .>n tnc ,;o t teJ line . 

;:ell, tne o..uesti.:ms are C-.l:nlnr; t o us . 

.. e ... l, y ou t o¥0 f t!llo::s gtt t ogu th.:~· . 

I "'"" t t o eo t to~Sether wlth ; ou \ .. nite) on t he t 
tes timuny we nt' ven 't sent becK yet . 

I ' l l put my 11 rt;p 11 in ) uu r u~.onus . 
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4 0\JJ 
r're3ent : 

vibbons : 

l}ibbons : 

iL .! . Jr : 

H. :l . Jr : 

Ur . Gaston 
"'r. !icneynolds 
lol.r. uibbons 
Mr. lielvering 

There ' s that note - I 11ad it t yped so you could 
re~d it b~tter - wnnt the rresiaeot said t o you. 
~n~t 1 s on Larson . 

r s tnat tae f ellow .••• 

Toat 1 s the ~ollector .••• 

Collector of Internal nevenue . 

l nere's a vacancy - I looked up - e fellow nemea 
Kahn - p~t as an at torney in the ~omptroller of 
the ~urrency's office; bet ting ~o , vJJ a year . 

Come in, Guy. (Helvering comes in) 
Sorry to bother you on these political Ma t ters , 
but I'm being both~red . 

Now let me get thi s thing strai ght . 'lhis fellow -
F&h, i s the. t n1s n&m e.'? 

F'~o h s . 

First place , ~ve ~e investigated nim? 

n~ -'ltrtng : .'11!1 b.: lfita!n a ci&y ::>r t 1:o • .oe1ng 1nvestig10ted 
right now . 

rt . l . Jr: 

llelvering: 

vibbons : 

rl11lvering: 

So we a on ' t lrnow whe tnor he 1 s ell right yet . 

J.nformation I get, there ' s nothin6 against him 
pertic~larly. I called yesteraay for a report . 

Uo you know whether he ' s ~n attorney or not? 

No he ' s in the banking business; whether active 
in' the baru:ing busi ness, I don't ~mo~: , but he ' s 
some officer in a bank in rtorida . He ' s been in 
the leg i slature ~ t least one ter~. 
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n . .J . J r: ••ell now, t his isn't - ~·ahs isn' t the oan they 
f irst recommended . 

,ld ve ring : No . 

t! . •·· Jr' •he fi r st fellow they r ecutnmeno.ed 1vr: s ••• • 

nclvel'lng : r ellow by the na me of Dill. 

ulbli<ms: .. ~.sn ' t; ne a bootlegger or something? 

rL • • Jr . '• n c first f ellow - Nhll t 1 l>his name? 

E,tvcrlnb : Dill . 

E . . • Jr : NoN tncy come t nrough ••i tn a fello7: by the n&me 
of r1.ns; they n<.ven 1 t got tne onllve!' yet. 

u tbb~ns : •ll1e ~>nbla told me something on llill - c ou ldn ' t 
go tnrouJ;h . 

tl . l.Jr: 

a • • j. Jr . 

u • . . Jr: 

Jlbbons : 

" · .o . Jr : 

l,jnst\Jn: 

uibbons : 

ueli , Llill ' s out . 

! go t Jmure;vs t o ug r ee to appoint Angle tnis morning . 

Andrews? 

de ' s the o t her ~envt~r. 

'lo s,..poir.t wno? 

•·llie Angle - to go ~>long wita ••iS r eappoint men t . 

'inl<t ' s the ..;<>llector of ~ustocs . '-'at both the 
t:oll ectors down tnere o n the ;>an. 

\'iaat about »ngle? 

·•nen doe s :11s t e r m e xpire? 

Ho s expired s ome tlme ago . He asked me t o c onfer 
with AndreNs . ~llie is a ve ry pr oper fellow, und 
they wa11tea nia t o run f or Uni ted Sta tes Senf tor d own 
there . hn drews sai d, "Uh yes . I don't think he 
should b e disturbed . " 
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Ho'N do you s pell tha t ••ngl e ? 

A- n-g-1- e A-1-1-1-e . h llle hngle. 

Now wha t we going to d o about l' a hs? 

>Yonder if you c ould ge t "'a r son to r un in t he primarie s 
f o r Unitea Sta tes ~enP tor . 

I s tha t up now? Is t hL t comlng u p? 

delvt.r!.ng : ~o~es up next ye~r. 

"~ bbclnS : lh: ru s to r un in '4.:> . •·nil 1 t ' s been'· l n t 1ma t ea -
tney s ay a nyboa y c oulu b"a t tnis f eli:>w hndre~s , 
&n J )'UU Cu uld S!)li t - get nndre;:s £g&inst I-epper 
LnJ thLt' s a l l )JU ne ea t o ktep nim there . 

h . I. Jr : No11 , '-'ll,)', v;h~t 1 bou t this , bccc.use I n::ve this 
l e ttEr of ... Dr son t.na 

a . ·.l. Jr: I huvt your le tte r in r q;o ro t o ua rso n. I ' m jus t 
sounu ing - I • m not "h<i l11! P ny r eco.nllende tions , but 
the Pr esi cient ag~ in asketi .JI! - onCl<>Y t o do s omE t h ing 
b bout i t , b r.u I' ~ jU3t lS~ing ••• 

·•dJ,r.ltl6 : ole l l , .Ar . l>eC!' <O t Lr y , I uon•t li.O:t to ~; et i n the 
~osi tion o f . .• • ~r . l>en~tor ~epper i s n • t bS~ing 
f.:>r ~t.rson' s r es i gna t L >n J us t f or Larson . He •.ants 
t o g o in there , c na fo~r wen hav~ Elread) been 
c nosen, LS i t c o;De3 to ae , to t &.o:e tne princ l pel 
jolla c es i n tn~.o t of f i c i! . I thi nll: 1 t' s n aisruption 
of tne ·;mo le of fic e unJ t no a ,I;>Ointcent of rep per ' s 
politica l side .:> f tne q ue s tio n i n there; I think 
it 1 s a ll s t r i c tly politica l. 

ilo .v, Mr . La r son hns rnaoe a n e xcellent ~ollector . 
rte tlfl s gone along with Pepper ' s o r ga nizat i on . I 
us.o:ev nlm myself wnen ! w~s comin~ back fr om t here 
l us t m:ek, •ee.: bc .t'.:>r~ lD~t . I S!iiU tha t I w&n ted 
t o Kn o.v i i' he nact gone a l .:>ng ,11th Pepper . Be sai d , 
'';:ell , yes , 1 dom. t eu to his campai gn End eve ry­
tnlng , but I didn't get out <nd do o s ne xa ntea me 
t o, h LVe my men eet .:>Ut ti'IO wee.o: s befo re election 
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f na spend aU their tiroe in pr omo t ing o is candidacy ." 

No= , I Jon • t like to s ee us ge t in t he position 
;;here a :Jena t or ts going to contro l politics i n 
the s t a te by controlling i ncome t ax r e turns of tne 
t u xpayers o f tna t state; r jus t thin~ it ' s a bad 
tnlng . 

" ""• there isn't ~ - nott , Larson has ecceot ec 
r't:o>per •s recolllfJendo. tians 1•he r e ne nr.a vacancies, 
bu t h<= .. un 1 t klc..t nis g.JoJ .llb'O out and .J~t soce 
!'clJ..l ·~ in there tnat just uoesn• t fill the bill. 

'• h&t's my 'lersont.l feeling ubout i t • 

.. elJ. , I d i .in ' t .moll' . l.et ' s .valt now =til IH: get 
L recom:nena"tlun :•bout l' &hs , s ee; ~na tll;,t; n~sn • t 

co.Je tm·ougn yet? 

l•o . Of c<Jurse ::.enuto t· r'e,>jle :- 1 s cal led me up ~nc! 
uskeu :ne if ... wouldn ' t notify him tne very day 1t 
'us r eceiv ea, so he coulJ a i scuss i t 3 i th me . I 
t..> •a him as 4 UiC..t as i t got in und we ned :: cn~<nce 
to r e vien it, I ' d let him ..tnow . 

This is the .vay I feel. I think I' 11 ask him to 
come dow!l . I t ulnk I ' 11 h~> ve you her., . I 1 11 simply 
r epeat wna t y ou su i a . You ~"" sny the sr.me tnlng, 
S~>:l, r J.s fpr <JS .1~ 1 re concerneu, ne ' s a Iieoocr-8t 
.tno ' s vune aliS .;orn: '11.3~1, t. Rov~~velt Le:n.:>i!rbt. , 6 
IJeCioCr~ t b ef:>re vhi::r lj:O' I think .... " 

·• .. llnu ;,s fl. !' llS I'n concerned, wnen r. :l!t.n, f 

DcmJcr~ t, nGs renoerea goou st:rvict: , liveci u,> t o 
J ur rules r.nu r egulLLions , I ' m not gotr.g t o ~ut 
hiu J Ut . 11 

Anu :~ m~<n wnom <'~:pper nr•s recomo~ended h i ghly f o r 
some othe r pos1• 1o n . 

l•o11 , if tne Presiaent of tne United St ttes wants 
to overrule me a nu or der rue to do tnis, Ll l right, 
b u t t ne ? resident ~ill nave t o o r aer me to do it . 

l n .. t ' s t ne ••~<Y I f eel a bout i t. 
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: 1. 11 t no t r ecO!IL':lena tnt. t nr.>J r ews" be r e:n::>veo, see , 
v~? 5ecause I ' ve t ol:l. ~ our boys no t to pla y 
,JJli tics 2na they •lere j)l' ol t t y j!OOu o.bout it; no w 
I ' .n hO t g Oi:_16 to plt.y j).:>li tics . r ' m jus t going to 
sit a~ ro= . L f tne Pr t:shl cn t ll .. n i s t o call up bnd 
Lt:l L us t o cake l.lUt tut: th in!! l•na mov;? nim out -
t. i'tt.t' o.u., I • m :> uly · !l o,.;,~oi :~ti v e officer t.na i f 
n~ ::r :1ts t o ov errule :::e it ' s t. ll rign t . 

- t .• ~l-.. : :;J~ · 1: . ~_vr;; to c:lLnCt .,;J~r r;_lr:s L.bout 
J) ... ir.;...=: l a ~~ivit'!.~s 'l !'! : uc. :)t rt o f :· ...,ur ... otlectora 

:..:.. ... t.:.:._ : .:~ -;!r· :' s ~..,.~:. ·i to .t~o,:,.eq , b~..!tl;se tne 
=--=:-- ... :-. :.::. t.n~:. 'r- ~ tr:· .i.•. t~ ~t:-t. niA :-ut t.s bl Ct-t:se 
:h • 1~..;r. 1 t c ... '1.' :~ ... -1::1 ". ·· · ir.::::t :: ... u:- rt:lrs t.n-.. 
·· .,. __ t! r . .-: . 

;-r\ .. _.._ ... 
. .::-t- .... . 

~o~.·n t t::> o<•o ~ll tt> . : .:.- t ni" ncn ol~n 
~1--- t ·~tt.J ...t:!· ~ n to r..:.o, ne ' d be 

- --'~"' il' ... .... ... .... ~e.;t.._ r - ~~ n~h ''i'tj ... in tee :..s C;JllectiJ r 
J . t~uL: JO t :te t:l_:.t• t!'l! t. Ht. ~ Jt(t!~.o _,:, r;;o:1 t o uo i nd 
""" ! :-s...JI . r efuse . t~ l.', . in~, :·'"J:u•u fi!'e nl:t. . 

0 ~ 0 ........ 1 n! ·; e ••• • 

... J ... e ~:~ -=~ : 1 ;;:-.g tct !.lt." !.t.; ""'t..:".t.. to:- cc t t:te !t!et 
tn~~ ! 1a bet:L '"'l.!t : .~ J:. :nf t!li~ . 

' " :- : .. e!~ , I t ~!."" h~;~ - tnt::-c . ·! so::~t~ ~ t!:g J r .;, tner 
~l.·J~ - tr)!'::.;g ;...> s : •• l .. 'lCtt ;, .. u t_J.:i: a:-e : • .> t 
t.>t,c:.;.utr . : s t.l .... , h:;, , i lu c.r.o. _.. n:.u never U3U ~n~ 
~lfl~rtn~es . in f ' r~ l tnLt ) J U htVer r~f~£EU t o a~ 
1..,' ini!.£ - a .>.<~ ... . ~U i :> 1.111 tia t l•t !llU!'l .1: Vt t;u tten 
the .~oz.£ t.f'!t;J.E: , :;.., rortn cr.J so o n , f- nu I nl d the 
ut.lost .:c ::f:. c!En~c- ln y.n... tit,.; mc.t.t! su.:le :;Ul!H s t..t- te­
M~t. t. t v .a1.::, .: d uJ.' ~ , r:.-.~ .. 'A'n\..thtz• he &ot ~t fror.t 
n.,1oe , but : ai .J r:.;, btst t o c .:>rr,.ct th< t ~:n,;r&ssion . 
J!' ~..JW"oo<o, to~.-t ' s t.r o.~ld ~,.,o , ;rou :.no1o : orlvinl' 1 

. ~u .:e ln . 
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tklv,rlng : tie c a lled me W1d &. sked me - he sai d , " I understand 
you ' re trying t o g c t into tne internal poll tics 

-c., : 

r. . • Jr : 

d . :. "' r : 

of the state of Flo rida . " 

I s a i d , " No , I ' m no t ." 

He s -.io , "'liny a re yo u oppostng chang i ng the Collector?" 

• s1lt:, tt ;ial'n i t comes t o th~t ,_uestior:, it' s a 
IQt tt;o;!' o f r unr.ing l fOOu vollc.: t or ' s ::>f fice . " 

n,.ell ," ne sci :., 111 1 :r. s erv! tl.(: n..>tlcc. on you ... won 't. 
.= "t~fir ... h~CI . 1' 

" .. e-11 , 11 i se:. i~ , "Sent-t..lr, ue l.lJern ' t .ut.ve to be 
.!.:>: . f1rr.eu . 1~ 

•·S f < r a.s ne ' s conccrn~.;a , he 1 s not in 1. t erm office 
" t bll . ne ' s ...;ollector b:l lon;; <.3 ne ' s l e t sts:t 
thbre . 

lt1t1t 1 s nice; tn1.t 1 s intcr es L111!; · 

•-s rn r .-.s t he Cu stoms m.n i s concerned , tha t ' s o 
t e r m that expir es , b ut th-. •levcm .. t .wesn' t expire . 

'• he '-'Ollec tor 1 S COmllls~ion - SO does !line - C.S 
l'b r < s th~t t' s concerncJ , t ut;· rehu "a t tne j)l&&sure 
o f t he President." ~f t ne ? r esident wo!Olc t ell Ule 
in tne morning ne ulan ' t u nt oe t>ny :nore, of c ourse 
I ' <.I n~ove te> g tt out . 

1 """~ the Pr esident coul d S bY t o oe tomorrO\\ 
murning, "rlelveriug, " ( wbnt t o put c fellow in 
ther e ," ::na of course I ' a tu .. ve t o ge t out . So 
do~s the ~ollector 

•ou s oy you ' d h&ve t o ge t out . 

" ~st..>n : "t the 'Nill o f t be &' r es i d ent . i.luy hol ds ais Job a t 
tn" Ni l l of tne Pr esiuent. 

~ .. l vtring : .;ollecto r ' s t oe s .::me thing . I m.ve no t e rm ~ono tbe 
Collect o r ~s no t e r o . 
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1'ni;O ;,em. t o r wanted to knon wh,y that was . I sa i d 
in u&ndling the money o f the vovernment - must be 
some r eason - when t he Pres i dent go t a good man 
in there, .vanted to keep illm &S long as he could . 

•!r . Secr~:tary, .1. wunted to bring to the a ttentio n 
o r the Pr esident th~ t to put u man ln the Collector ' s 
office isn't as important in ~us toms, but 1 t 1 s 
c ifferent f or the ~ollector of Internal nevtnue , 
•·net•e tney ha ve tnese income tax r&turns . 

von ' t yo u thlnA r• ve done t ha t? ... mean I can 't­
tni:> goaoam.n neeJl1ng is going on all tue time, 
~na I ' m goin& to sit tight, ~na the Presi dent 
.l'ill nave t o do it over my ncGci • 

.. 
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SUAIIIIB%7 of radio cliaeuaaion on 1Jluaineu Needa 'l'a:.t llefol'lll • 

by CoagreaaJ:Ien Cellar (If, T. ) and llcConaclc (lieu.) on llercb 14, 1939 

!be Coagreeuen e&reed on t he need for tu: rerlaion in the intereat ot 

buaineaa recovery and confined their diacuaaion to the corporate and indi­

vidual incoll!e t axee . UcCorma.ck emphaaized the need tor maintainine the 

present volume ot revenuee; Call er agreed, but added that a temporary loa• 

of revenue =a;r be Juetitied if it rill raault in bualneu recove17 slid aul>­

sequo~t increaaee in tax collectiono. 

Co: l er recommended the rep l acell!ent of the corporate incoll!e, cspitlll 

atock nnd excess protita taxee by a tingle corporate incooe tax and the 

unconditional repeal of t he undlatributed profih tax. llcCor:oack a&T•ed 

and ioc:llct~ted t hnt eaTings in the coat of tax compliance -.ld follow. 

Caller recommended thnt corporations be permitted to carry over net 

looses tor nt lanet two years; that taxee on intercorpora t e dividende be 

eliolnated and that eorporatione be pel'llitted t o tile coneolicl&ted returne. 

llcCor.llllclc 1a a:rmpatbet:le to eucb ouggeatione and Indicated t he need for 

at~1 of these problellla b:f t he appropriate comoitteoa. At t ll:la point be 

enid: 

•Secretary llorganthau eta ted t b.nt extantiTe to.x 

etudieo haTe been llltlde by h:la Departnent, and that he 

would place thio information at the d:lepooal ot 
Congreaa:lonal Committees. I aaaume the atudiee mnde 
b;y the 'l'reasuey Department include data on the item• 

)'Ou b.nTe Juet mentioned. It eo , I "" aura the Waya 
and Wean a Com:d ttee rill be glad to a.t~.~~~1ne tbla 
material Tery thoroughly wben it comee to a cona:lder­

ntlon of t ax r81'ie1on. 1 

Celler maintai ned t b.nt t he aurtaxea t.noeed 011 ind1T:Idusl incomae are 

too high and not onl;r reduce tho amount ot revenue t he Goven=ent reee:l1'81 

but, by preventing capital inveatmante in production, ineresee unemployment 

or prevent reemployment, llcCormack i mplied agreement and suggest ed that 

t he = t ter be conaidered b;y the lfa;re and Ileana Couittee. 

lleCoroaclc: e:zpreued & view that t he tu on capital ga!Da and looses 

•ahould be aharpl;r amended' ao as to atimulate inTeatment in productiYa 

enterpriaa. Caller implied agreement. 
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COMMITfa OH MHK ... AND CCI-........ ,.,. 

March 14 , 1939 

Honorable Henry Morgenthau, lr. 
Secretary ot the Treasury 
washington, D. c. 

lly dear Wr. Secretary: . 
My interest in o~ monetary policy as Chairman 

or the Senat e Committee on Banking• and CUrren cy has, or 
course, been intensified by the Committee's present con­
siderat ion or my bill ( 5. 910) to extend certain monetary 
poY;ers. I should like your help in answering a number or 
questions which have arisen both before and during our 
consi deration or the bill. 

I ask these questi on s vii th no critical i ntent , 
but solely with the hope or clarifying the whole subject. 
r r ealize that they relate to problems which era somewhat 
complex and t echnical and that any oomprahensi ve answer 
may or necessity be somewhat lengthy . Nevertheless, I 
reel that a satisfactory discu s sion ot them would be very 
helpt'Ul to the Congress and the public and I would appre­
ciate your going into some detail. 

The questions t hat seem to me most pertinent 
are these: 

1 . Who owns the gold now in the Treasury? 

2. How much ot the gold in the Treasury has been 
purchased with tunds obtained from the sale ot interest­
bearing obligations ot the government? 

3. Why has so much gold come to the Uni ted 
States in the past tive years? 

4. Is lt true that gold comes here ln large 
amounts because the Treasury i s paying a higher price than 
other countries tor gold and because it buys gold at a 
tlxed pricef 

5. How much more gold do you think we will get? 
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6. Why doesn't the Treasury stop buying gold? 

7. Of what use to us i s this large stock of 
gold? Is there any likelihood that we will get so much of 
the world • s gold that we will "get stuck" w1 th it? 

8. Isn't i t true that foreigners are getting 
shares of our productive industries and giving us 1n return 
gold that we have no use for? 

9 . What action , if any, should be taken with 
respect to the gold s1 tuation? Should we, for example, 
return to the gold standard of pre-1933? 

10. Did devaluation ot the dollar in 1934 have 
an unfavorable effect on our i mports? 

11. Who in England and :P'rance has t he power of 
altering the gold value ot their currencies and what i s 
the extent ot that power? 

12. Is there any basis to the contention that 
the power to devalue operates to undermine the business man's 
confidence so as to deter him from making loans and invest­
mente in t~e United States? 

I believe that you can supply more satisfactory 
answers to these questions than anyone else and I should 
therefore appreciate your replying to them at your earliest 
convenience. 
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Karch 14, 1939 - Dictated 

At Cabinet on Uarch lOth the President opened the meeting 
by referring to a memorandum that I had g iven him at lunch on 
March 6th in regard to countervailing duties for Germany, The 
Pres i dent said tha t I brought thi s to his attention some six 
or seven rnonths ago and t hat he had recommended postponing 
any acti~n because the St ate Department was nervous as to the 
effec t t hat such a ruling would have on J,urope; that I now 
felt t~at unless I carried out the law I might go to jail 
a~d he didn ' t want me to go to j ail, therefore, he would ask 
the At torney General to give me a ruling two weeks from Monday. 

The President said, "This matter has been in the hands 
of Homer Cun;nings for some time but was held up by me at t he 
rer.·ren of the St a te Department ", Welles then made his ol ea 
t h,t th 1 s be postponed because, in the next several "'eeks, 
thinE;s loot<ed a s though they mi£:ht reach a crisis abr oad and 
he cited, as an exampl e , tha t in J apan t hey were closing cer­
t ain private docks for military purposes only, wh i ch seemed 
n·et t y fur fetched to me. 

Durln~ the discussion , for a short period, it s eemed as 
thou •h I wasn • t going t o get an opinion und I said, • I think 
I ar~ cntl tled t o one" and Fr unl< Murphy spoke up and said, 
"Don1 t worry, you will get one . I will g ive you one tomorrow." 
The President said, "No, not until two weeks from Monday. In 
th·~ :neuntime, i f anybody goes to jail, i t will be Fr ank !.lurphy" . 
~en "clles again made a plea for post ponement the President 

told 7/elles that he should L'lfor m the German Fmbassy that this 
1~ co~ing and i t i s now in the hands of t he Attorney General 
r.."ld they 'ROuld have an opportunity to change t heir methods if 
t hey wan t ed to and that each individual i mporter would have a 
c~:~ce to figh t it out and proove t hat he was not r eceiving a 
bJunty. 

For some reason or ot h er, the Pr esident had it in for the 
St:~te Department and I thought was very unreasonable in his 
cz•i ticism of them. 

The Vice-President questioned the advisability of the 
Brazilian loan as he f el t that we were using taxpayers ' money 
to pay back priva te creditors . He said for the l ast 40 years 
it had been the Republ ican policy to loan Treasury money to 
foreign countri es t o pay our own creditoro . Garner said t hat 
t'le Democrats had consistently follolled this poUcy. 
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Thursday night I had J usti ce FrankfUrter f or dinner; told 
hie my ~lan (1) r ecover y i n 140 meant the next Pr esi dent would 
be a liberal one (2) r ecovery in this country - its influence 
on the worl d . He agreed entir ely, He then cross- examined 
me nbout our t ax progr am and I answer ed him quite f r ankl y but 
cautioni nt: him tha t it wa s a confidential mat ter between the 
President and t h e Tr easury. He didn ' t cr iticize i t but said 
he t!lour·ht we ought to dilute t !le program so i t vtoul dn ' t apoeor 
"'e were doinr. too much for t!le rich and make i t more pal atable 
to the •milions of unseen and unheard f r om followers of the 
P!"esident . n He suggested that I talk to people like llorris, 
Lafoll<'tte and f a rm l eaders and while I mi ght not convince t hem 
still they woul d get the impression of the sincerity of ~ pur­
JOS~ :md he thought i t would be helpful to me. He said, •Be 
sure to do it yoursel f . Don1 t let Hanes do i t because he is 
too :nuch of 11 salesman ," 

Yesterday a t lunch with the President he said he could 
not send up his message to Congress in regard to having a 
Joint Com:nl ttee to study economy because they would fill the 
committet> up with people of Harry Byrd ' s type . I sai d , "Didn ' t 
i.'ar ly e ive you my message that h e should get a list from the 
Vice-President and t he Speaker befor ehand" , He sai d Early had 
not given him my message and that he was going to suggest thet 
they 3ppoint a committee in Congress from ','lays and Means in the 
uou=e und Currency in the House and the two compar able 
cv:J 11ttees in the Senate to study where money could be saved 
·~1d that he woul d appoint a committee from the Executive end who 
could cct as expert wi tnesses befor e the Congressional Committee . 
I scid, "You :mow, !Jr . President, you more or less promised 
.'<>t Hcrrison that you would send a letter" , He said , "Oh I am 
<o1~- to write him a let ter . • 

Re then talked about his meeting with the leader s tha t 
morning , He said, ns ven Jack Garner agreed that the Congr ess, 
!eft t o itself, would not put in any economy me3sures .• He said, 
"In tal](ing a bout the tax bill, they feel by opening i t up it 
mi "ht be like a pandora box and if we didn ' t increase the taxes 
on t he little fellow t hat would i ncrease criti cism on the bie 
fellow and how would t hat be , i n any way, an appeasement to 
business? " I am di ctating this 24 hours l ater and, to t he best 
of my memory I got t he feeli ng tha t he was leaning towards no 
tux bill and ' I think~ memory is right because I sai d to the 
President, "You have to have a t ax bill whether you like i t or 
not on account of cert ain taxes expir ing ." 
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Ot course, later 1n the afternoon Barkley gave out 
t hiS statement, which more or less paraphrased what the ~resident 
told me at length. 

UBT S WI SDOM OF TAX REV I S I ON 

LEG I SLAT I ON 6£sJ f: ,· 
WASHN - SEi-aTol ~h!KLEY DEMOCRAT IC FLOOR 

LEADER STATED THAT HE DOUBTED VERY MUCH 

THE WI SDOM OF UNDERTAKING ANY 

TAX REVISION AT TH I S SESS I ON OF CONGRESS 

EVEN IF IT WAS I N THE NAME OF REMOVAL 

OF TAX BARRIERS ON BUSINESS 

THE DEMOCRAT I C LEADER CONFERRED ON TAXES 

.ILONG 

THE OEM6CRAT IC LEADER CONFERRED ON TAXES 

ALONG WITH OTHER LEG I SLATIVE SUB~ECTS AT A WH ITE 

HOUSE CONFERENCE WI TH PRESIDENT ROOSEVELT 

TODAY 

-0-

I sai~ we had made the breakdown along the lines he 
asked for and Hanes and I would like t o see him so he said, 
•s end it over to me" . I said, "It shows that we save the 
$10, 000. corporation money and t hat the burden falls on the 
corporati on with the minimum or overn, So he s aid, •Send it 
over to me so I can be st udying it and I will see Hanes and 
you i n the morning .• I said, "You know you said you ' d see 
Harrison• s o he s aid, • I wil l see hi m Thursday or Fri day. • I 
tried to pin him down but he wouldn ' t be pinned down. 

He then told me that he had Berney Baruch for supper 
Saturday night and he told him the story about Arthur Krock, 
which was most uncomplimentary to Krock, with the hope that 
Berney would pass it along. So seeing that he was trying to 
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get something over to me I said, "Well you remember , Mr . President, 
when you dined w1. th us at our house last spring I told you tha t 
anybody who is close to Arthur Krock can ' t be loyal to you . " 
Then he said, •Warn John Hanes about Arthur Krock. " I said, "I 
have - two or three times but I want to tell you that Hanes i s 
a t nousand percent loyal to you." He said, "Yes, I know that 
but he just doesn 1 t understand. n 

Before goi ng in, Henry Kannee said to me, "Please try 
to l~~vc by a ouarter t o two because I have been tol d to get 
y~u out at th~t hour because from now on the President i s going 
t~ rest for one half hour every day aft er lunch. " I said, "I 
think thilt 1s a fine idea and I Will get out just as qui ck as 
I c:m. " 

I brou~ht u p the ouestion of the Collector of Internal 
hevenue for Florida and this is the fir l> t time that the Pres i dent 
-ot a l ittle grit into his voice and he said, •You•re asking me 
to do a l ot of appeasing - sup~ose you do some of i t and don ' t 
ml1:c me do it all ·::ith the Senators . I want you to see what 
you Ct.n do . " So I said, "'!lell , !A.r . Pres ident, this man has 
served well for five years . " He said, "I don ' t care . You ask 
me t o do some appeasing - now you do some" which, I thi nk, 
illustrates better than anything else how he really feels towards 
•~c at this time . 

He also said, 
.nd 'lenry Wallace?" 
of it" . 

• Are you keepinr, track of the cotton situation 
I said, •Trying to" . He said , "Keep track 

Then he fished out rrry letter that I wrote him a bout ';/alter 
'..~;,::~ann ' s a rticle . Then he gave me a long lecture for rrry benefit 
u~in·· '"alter Lippmann as a wedging point; tha t \'/alter Lippman 
w~s si~~ly an opportunist and, if I '~uld look beck over his 
r.rctcles, I would see hov1 wrong he has been . 

!ly Attitude towards t he President these days i s to be 
extr emely polite but not to give in . The President said, vdth 
gr eat emphasis, "I will not have you or anybody from the Treasur y 
:tr.l:in: any definite r ecommendations to Congr ess ". So I said, 
"chnt• s easy , Mr . Presi dent, because that ' s been rrry policy for 
5 years .• 
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Secretary of the Treasury Morgenthau todey announced that reports from 

the i'edernl Reserve banks indicate that ~1,266,973,300 of Treasury Notes or 

Ser ies A-19)9, maturing June 15, 1939, have been cachanged, ')894,415,600 for 

the 2- J/4 pcrpont Treasury Booos of 196o-65, t-319,444,500 for the 2-1/2 per­

cent. Treasury Booos of 1950-52 and $53,113, 200 for the 1-1/8 percent Treasury 

!lotes of Ser ies B-1943. 

Subscriptions and allotments were divided among t he several Federal 

Reserve districts and t he Treasury as follows : 

220 

Federal Reserve 
District 

For 2-3/4 percent 
Bonds of 1960-65 

For 2-1/ 2 percent 
Bonds of 1950..52 

For 1-1/8 percent 
Notes,Series B-l9l..;l 

Boston 
l'cw York 
Philadelphia 
Cleveland 
9ich::ond 
Atlanta 
~!.!C&l;O 
5!. Lc.uis 
r:.nncapolis 
r.ans~s City 
lhllas 
San Francisco 
!'rcas1•ry 

rOTAL 

~ 39, 230, 500 
5?0, 61S, OOO 
40, 924, 400 
17,547, 500 
29,835, 300 
8, 243, 300 

130,182,100 
7, 814,700 

11, 769,300 
9 , ?18 , 200 
7,752,200 

17, 839,900 
2 ,940, 200 

~894,415,600 

$ 20, 222,200 
216, 509, 700 

4,947, 000 
9,)74,100 
5, 206, 900 
1,696, 500 

25,3'15, 500 
11, 354, 000 
12,659, 800 
6,103, 500 
1 ,945, 300 
3, 523, 000 

527.000 
0319, 444, 500 

$ 2,237, 600 
)6,029,100 

2,092, 100 
800, 600 
502, 600 
10?, 000 

7,247, 700 
1, 329, 300 

311, 000 
642,500 

1 , 56),500 
228,?00 

21. 500 
~5),113, 200 
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BUSIN'llSS IGEDS TAX REFOIUI 

Join' Dlacuaalon by Congreaaaan Ea~ual Oeller 
or lie• York, and Congreuun John '1. lloCoruck 
ot Waaa. , Broa4caa~ OVer the Coaat -to-Coaat Net­
work or the National Broadcaatlng Coepany rroa 
Sta,lon WRC, 'laab.lngton, D, c., llaroh 14, 19~. //1, 

!!fl. c::u..::R: Bua lneaa haa been waiting tor aoce t1me to receive 

~~~urancea on any ohangep that ~ay be contemplated ao tar aa tax 

le~1 t1At1on 1o conce rned. The recent statements mAde by Preatdent 

n.oooe·r.:lt snd Secretaries Morgenthe.u and Hop~tn o , each tollowlng 

\hf' o!.her and e&oh proclsln.g tax rellet, wore welcomed by bua1neaa 

~1 the nation •• an intention to prove the A4m1n1at r4t1on'a pol1cy 

:> f t·J11:\eaa ur.l1eratand1ng. 

3. !!,.:OFU.tA.CYI It 11 tl~ely, 'theretm"e, t o dtaouca thla even1~ 

a;~~ or the tax ~roposala business ls talking aJout and aee how 

they t't t tnto the pleture. 

~. ' ' LLZR: ~ay I d i gr ess tor a moment, Consr•••~an KcCormaok , to 

p·J011C" ly eompll.ment you on the oplend1d work yoU did in workln~ tor 

tax railer for bualneoo during the writing or tho 1938 Revenue 

Lleaaur e. '!our ne roonal l eade rship 1n the fi ght n.gainRt the pronoeed 

t ~ntttve t~x on closely-he l d or ramlly-ownod eorporatlone , which 

~aulted tn lta reJectton, ~on the &dmlratlon or the oubllc , who 

r.ew rezal"d you "\& one o r the constructlve leader• tn ta.x leglslatlon. 

7nte 11 ttttln~ , 1n vle• o r the 1~ortant pnrt olayed by the Ways 

~r.1 ::ecne ":c~lttee, ot whleh you are a d1at1n~tahe1 c:.e=be l', 1rt 

rr~t~~ tax bllla. 

~. t!eCOit:Ar.x: Any cart 1 may have '!)lttyed tn brlngln:z; ebout ta.x 

r~ lte t and tn oopoa lng unaound tax propoaala was freely contrlbu~ed, 

An~ the reculta ln the buatness tleld durin~ tho oaat year have con­

fl~ed my bellera, exyreaaed during the wrltlng or the measure, and 

also shared by naaoc \ atea o f mine on the Commlttge and 1n the Houoe. 

WR . C~LL£R: S1nce a very lar ge ~art ot FoderGl rivenue 1a derived 

fro~ corporate and lndlv ldual Inco~e Taxes, I thlnk tt la proper 

that 1n our dlaeuaalon thla even1ng ccphaala ahoald be on Incowe 

Taxatlon. Zvery tax aeaaure roqulroa earneat oona1dorat1on of ~e 

e ffect 1t w111 ~ve on ~ndlvldusl aavtnga and bualneaa aa~lng&, sa 

well aa upon thelr relatlon t o other major tactora ot our enterprise 

IJitem. 
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IU\. JleCORlLACK: There 11 another po1nt, Congreaoaan Celler, that 

cult be borne 1n mlnd in any d1acuaa1on of thia subJect . The tlacal 

eondltlon of the Government requires that we must have due regard ror 

the ~ount of revenue required to carry on Government operatlona~ 

, , Q\ISt keep ln mind , therefore, tho taot that the Oovcrnaent cannot 

nand any loaa or revenuo o.t this tlmo, and thla muet be cona1c1orod 

when suggestions are mad" tor further tax rev1e1on. 

!!A. C::I.l..!Ft: That, o f oourae, 1a a proper attitude. It la m:y feeling, 

however, tha t lt through tax r evltlon there should be a te=porary 

loss or rcvonuo but a stimulat i on of bualnosa , Congress should atlll 

ravor sueh changes even Rt the coat ot a small doflclt to the Treasury. 

lncNaeed bualneaa actlvlty wlll quickly absorb auch temporary loaaea 

and the Governmont wlll 1n the long run profit groatly froQ lnoroaaed 

future revcnuo rocelpta. 

~. ~CCORUACk: Suppose we dlaeuaa brletly; tlrat, corpor ate Income 

Taxea ; and aecon<1, Indlv14ual Income Taxea. What change s do you 

th1nk could bo made 1n tho Coroorate Income Tax structure without 

ltr1oue loaa or revenue? 

.:R. C~LLZR: Kany auggoatl ona have coce to ~Y attontlon ln recent 

~'~e eka ; however, I bcllevd that one ta.x only should be 1m:ooae4 on 

oorporat o lncomo. Inoludod ln thlB tax would be the Corporate Income 

~ -. ax, the Capital Stock Tax, and the ~xcaaa Protltl Tax. I am aeauming, 

or cours~, that no ertort wlll be made to reenact the Undletrlbuted 

Prortts Tax. 

The Undlatrlbuted Protlta fax automatically oxp troe 

at the end ot thla year, and 80 tsr aa I am concerned I .m opooaed to 

the eontlnuanco or oven ita llmlted apolicatlon ot two snd one-halt 

per cent oontnlnod 1n tho proaent law. The plan you suggest ror ln­

corporat t ne: the other ta.xoa into ona tax !)OSseeeee me rit . It should 

no t be d1ttlcult to arrive at a tlat rate Which would br1n,g into the 

Treasury aa aucb revenue aa 1a now r eceived rrom theee varioua eepa­

rB.te taxes. The repeal or the CaJ)l tal Stock Tax And Corporate Excess 

would be a trtllend.oua etl•ulat\t to bua1neee, removing the --grave uncertainty that theae t axea now tapoee upon bueineee. In add1-

1on to the taot that there wou.ld be no loa• or re•enue, an important 
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factor woul d be tho tremendous aavlnga tn the preparat i on ot tax re­

:. :.~rne . such a plan would reduce very grea t ly the recorda wh.leh 

b:Js1noea ta now torce4 to malntaln; would. ell•lnat o 11any reports 

r.o• required; and, ln addition, the admlnlatratlve probl eaa ot the 

Government would also b' greatly almplltled. 

).(R, C£LL£R: Bravo! Congreaaman McCormack. Po:rmlt me to aug­

go at that your Oommlt ~eo could a l ao very proporly g ive conaldora­

t1on t o other chang·ea. For example , prov1e1on should 'oo made t or 

perelttlng buelneaa to carry ovor ita not loaaoa tor at least two 

yeara ae an lnoont1ve to expansi on and to aaaumo rlaka. A major 

obstaclo to bu11neaa expansion 1s the r eluctance to venture into 

new entertrleea with a prospect of two or three exp~rt=ental years 

res•:hlNJ ln loeeea •hlch could not he deducted or otfeet against 

t-bseq~cnt yeara' gains . Such a provlalon waa eont41ned in prevloua 

Ravenue ~caaurea . 

Othe r worthy ouggeat1ona made to 

tho r111ng or consolidated re turno by 

me by bualnoaa groupe include 
Md 

parent;aubaldlary corporations 

and the ellrntnatlon or tnxes on l nter-corpor~te d1v1denda. 

l.1R. WeCOFU.tACK: So to.r as I am conc or nod Congroeeml\n Cellc r , 

I nm vory ayrnpathetlc to such euggestlona . The abuaoa which brought 

the r ooonl or the oonaolldated r eturns were contlnod to a llmlted 

t1ald . That a1 tuat1on has now been aubatant1~lly adJueted~ We now 

•llo• bant a, railroads ~nd street railway co=pan1ee t o make eonaolt­

dn:ted rot.urna. Study of the extenaton ot that pr1nc1ple l a c learly 

ln lt.ne. 

I agree w1 th you , Congressman Celler, th~t an lmmedtate atudy 

or the carry ovor or corpor ate losaea should be glven by the appro­

priate Comoltteea. 

Socretnry Uorgenthnu etnted that oxtenatvo tnx atudloa h~ve 

... mado by hla Dop~rtment , and t hat ho would plac e thla 1nf orma­

tlon at tho dlapoaal or Congreaelonal Ccmml ttoea. I saoume the ---
atud1es ~ad• by the Troa aury Depnr tmcnt include dntA on the ttema -JOU have Juat &Ol1't1Uiied. It so-; I u au.re tho WAy a and Weo.na Commit---tee • ill be glad to examine thls QQterlal very t hor oughly when 1t 

coJ:ea t o A conat<ter atlon or tax revlaton. 

KR. CELLER: There h4s been much dlecuealon recently ot the tax 

ratea on 1ndtv1du~l income; partlculnrly tho aurtnx r~tea , nnd the 

thought hae been treely expressed thnt thoao r ntee are too hlgh. Regraded Unclassified
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contended tb.nt Government cannot tn.kt AWQ)' ovorJthlng a man 

~05 cn4, at the anmo t1ae, encourage bualnoaa. The t1rat obJect 

o! tAXAt1cn , of courae, la to secure revenue. When tho problem ls 

appronehod with tha.t purpose in v1ew the next ateo 11 to tlnd a 

rate wh1Ch wtll produce the lo..rgeat returna. \That auggeatlona Mve 

10u to ot ter bore, Con.groasman llcCormacltf 

JJR. t.tcCOPJJAOK: In the matter or encourasomont to prlvato enter­

prise, 1 am or the opinion that our eurtnxoa on lnoomea Are too h1gh. 

:htre 1.8 n enturlltl.on point beyond which .,.,e ehould not go. Taxes 

thot l1m1t or r ea trlct thd lncentlve to 1nvoat 1n prlvntc enterprise 

f\r e not nlae. Not only do SIIIOb to.xea reduce sharply tho amount or 

revenue thnt Government receives, but, 1neotar aa they prevent capi­

tal tnveatmonta 1n production, they tnerenec unemplo7ment, or to put 

1t 1n convorae langu.:tge they prevent ro-esploymont. 

I bol levo in the right or 1nd1v1du~1 1n1t1nt1vo, or the profit 

&J&te• , ~nd thAt an 1nd1vldu31 la entitled t o tho leglt1Q4te profits 

of hU or httr e rrorta . 

Ml\. CEt.LER: Expor1ence sho~.,s that high rnte e do not -oroduce the 

lnrgest rovonuG. Expo r leneo 1s All the other wny. Th~ truth of 

thls atntemont ts found 1n the atrlktng oomporioons that mny be made 

In t he tnx y1o1<l during the year s 1924 and 1927. 

WR. ~ec~cx: Reference is frequently modo to oxportonce during 

thoao 70ar a na damonetr atlng thAt a rate lowor than now exlsta wlll 

produee tncr oaaod r~vonue and ~111 relea•e pr1Vdt0 lnvoat=cnt capi­

t o l eo thn.t lt can runctlon t.n prlv~te lnduatry nnd. bualneaa 1n a 

~onatructlV~ W4Y . suppose, Congr asamnn Coller, you glve the r odlO 

dud1enoo a rou Qddltlonal details oove rlns the orflc lnl record ln 

~hose ycar a. 
lJJ\. CELL£R: In the yeor 1924 the nu\xtmum roto, normal OJ\d surtax, 

unde r tho Fo<lornl Incott~c To.x Law waa 46 per cent . It produced reve­

nuoa ngg rogntlng 704 m1llton doll ars. In 1927 tho maxtmum rate , 

normal nnd surtax, wna r educed to 25 par cent, nnd lt produced reve­

nues 4ggreg~tln6 831 mlll1on dollars . A turthor breakdown of the 

f1guraa tor thoae t~o yeera 1a lllumlnBtlng. It will ~ow that the 

26 per cent IIMlm\12 rate 1n ettoct 1n 1927 produced 38 a1U1on dol­

l a ra ,!::!.!!. trom taxes levied on the ••lttrloa N'l4 ecrnln.ga ot thole 

with ta..xab1c inccae r3llging from 11,000 to $2&,000; .tllle tro:l thoee 

whcae tn~cblt income ranged rrom $26 ,000 t o . 1,000,000. and over, 

thero wna collocted 1?6 ~1111on dollnra ~ Regraded Unclassified
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Wll. l!cCOIOIACX : AnAly<lng tho tlgureo you bavo Juat glvon, Con­

groum.nn Colle r , lt 1a npparent thAt the 175 million dollars• 

inere3ac 1n revenues trofl lovioa on those 1n the higher brnckote 

11 n levy on m.nny tte~oa that l\.IIIOunt invested 1n productive lnduetrlal 

3114 co=...,ere1cl aet1v1tlea, Md thooe lnveatmcnt a wBre making Jobo • 

.\t the s:uno t lme , also , this ayatem wn.a reduclr.g the levies on the 

lneo=.es 1n tho lower brackets, thereby relon.slng more to the 1nd1-

•ttd.un la ln those groupe tor tholr own comforts, pleasur e• Md IAV-

1nt"l, ~d reaulted ln gro~ter purehnalng power. 

MfL Ct:LU:R: Thnt 1e corr ect, Congressman NcCoroack. In other 

•or1a, the lower t~x rntea encour~cd investment onpltal to flnnnce 

pr1vAtc: buslncsa Md lncluatry, produced more Oovernmentnl revenues, 

~d rt~ovocl the •incubus" to whlch Cho.lnnan O'Unhonoy of tho Tem-

eornry !lntlonnl Econ01t11C Comt!'llttee rl)terrod 1n A r ecent epecch 1n 

~h1engo , during whlch he aatd: •we hnve got to r eplAce Government 

spend1ng '0.'1th pr1vete spondlng . Tc.xatlon 11 the greo.t lneubue upon 

the tnck ot ontorprlse. 11 We have n wonlth of preoodonte to support 

our contont1on ln this matter. 

~.:)lcC~~: It l o dlff1cult tor many pot"sona to undorDtnn<l 

you onn reduce tax ratoa nnd nt the anmo time increase revenue a. 

Yet. cuch 1a the tAct. By such actlon you t\re almply otrorlng M 

tnoantlve to product ion o.nd trl\do and o st1mulnt1on to the tlow o r 

co.pttal, nnd. thnt 11 wh~t c r eatoa joba. Thla r~et wo.s oloarly recog­

nlz.ed. by the lo.to Pr.aaldont \lilaon ,.,han ht 1tated. ln hie iloaango to 

Cor.~ress 1n 1918: •rho congreea mlght 'fell conside r ,·;bother tho hlgh 

rat ea of 1ncomo ond prott.ta ta.xca co.n ln poace-t lme be otroot1voly 

Productive o f revenud ~nd whether they may not, on the contrnry , be 

deatructtvo ot bualnesa not1vity and productlvo or ttasto nnd lnottl­

c t ency . There ia a point R.t which, 1.n pcaeo-t1JIO, high rtt.tes ot 

1ncome nnd protlte taxes discourage anergy, reoove the incentive to 

new enterpr1ae, encourage oxtravAgrAt expen41turee , nod produce 1n­

duatrl~l etngn~tlon wlth consequent unemployment ~nd other r.ttondr~t 

ev11a. • 

~R. CELL£R: Tho lnte Prealdent coolldge nlao supported Prealdent 

Wileen 1n thle poa1t1on. He went turtber nn4 fixed the rAte At 

which Tr-enaury oxporta oatlmnted the llll.X1t:aUII rel"enue would be pro­

duced nt 2& per cent ~ 
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1 btUeve th11 11 aound doct rtne. I eee no eleaent o f c1tu'lge r to 

re!leN.l revenue . If pnet experience 1a any cr1 tert on , revenue a 

should nctut\lly be increased very l:lfl.terlnlly . Thll eyate.....,.-tbe 

AoerlcM ente rpr1ao ayatem--gnvo the Merlco.n people the hlgheat 

11v1ng etMd.t'.r d 1n t h e histo ry o f the YJorld, ~nd, whnt 11 mor e 

1,portant , n llv lng at nndnrd ~hat wae at1ll tho beat 1n tho wor ld 

even n.t the dopth ot the dopr eea1on . 

UR. McCORMACK : You aeem to h~ve made out n good caoe ror n 

reduction ln the eurto.x ratoa, Congreaamon Colle r, And I bellave 

1t lt ~ mntter th4t the Ways nnd Wean• Coa=lttee ahould toke lnto 

ccr.t1derAt1on. 

At th\1 tlr:o I ahould lik e to rero r brlotly t o the Co..pltt'll Gains 

a.:,d Loeaee Tu. The United Stntea 1a the only 1mportant natl on in 

th€: world th:.t tcpoeoa such A. tax . It Ma been Aeeortod by some 

economieta that the outrtght r epenl or tho CApital Galna Tnx would 

lnduce auch n tlde of tnvestmont thnt tho Gove rnment would be 

rlonted rtght orr tho tlnnno l al r oefe lt no~·t t nooe . It 1& r.ascr ted 

th3t thlo ono not would e r ento a suftlciont pronpoo t o f profit to 

overcoce tho lncrtin o r business men about ''hloh Soorotnry Morgcn­

th~u complntnod . Beonuae of tts actUAl effQOt 1n doll~r• nnd centa, 

lt ~lone m1ght oxert the kind o r power Which ~lll unfreete the 

£r trt lllt'tt of co.plttll now ly1ng tdlc 1n banke and ao ek1n.g profltnble 

!nveatment. Such a atep would permit men to take profltl c~Qn­

at:r::.to wtth the rlaka. 

It t a my op lnlon that the tax on ea9ltal galnl and l oaaca 1hould 

be shArply omondod eo ~a to i nduce the oxletlng frozen cnp1t r.l to 

1nvest in productive entor pr lee, thereby r oaultlng 1n reemployment 

nnd , ~t tho onmo tlmo, brlnglng 1n greAt er revonu~ t o tho Oovcrncent . 

l.U\. CEL!ER: That lo "bold ouggeotlon, Cong rooomM !leCormnok. 

not loae s1ght or the r nct , however, thnt thl& A~1n1 stra­

t a ~ccuatomod to t aklng bold menauros to moet any crlelat and 

1 a= eonvtnced that the present s1tuntlon wnrrantl auch n step. 

Cert~tn lt la thAt tho tnvoetment of capital would pro4uee ~cdlate 

an4 general benefl t a that rnr outwotsh sll the thooretteal ~endvan­

t3gea . It •• ~•• t o boll rlgbt down to t hla. Tho reaumptton of 
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prtvoto 1nvoatment 1a absolutely necessary . Nono or our othe r prob­

lem• eM bo donlt nlth unl oos we co.n brlns About the rcaumpt1on of 

prtvot e 1nvoatm0nt. Thnt being the cneo, wo ought to uno nhdt cvor 

proper mon.na t!.r .l nooOB&flrY to nohl evc tho ond . Thoro lo too much 

3t s tn.ko to J ooptlrdlzo tho future by ho.lt-wQY moneuroe . 

WR. UoCORUACK: Above oll. ~~nt we neod la tolornnoo nnd undor­

lt~nd1ng on th~ pnrt or all ot our oeoplo--on the pRrt or omoloye7 , 

e~ployoe , n.nd Gov~rnment 1taclt. Leglalatlon along the llnoe we 

htwe 41acueaed t'llll go n l ong uay tO'Q'a.rde roatorlng con fidence and 

oUl 1nauro: a apoe4y retur n to prosperity t or All or our people . 

0 0 0 
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··- ~.>. ?R..i:'OSn LS D! St:USS!!;;) WITH 
• • ~._.;!~. l! il': I.NU CONGKESSI ONAL LE.J.:Jl:.:{S 

..lHch 15, 1'139 • 
.c: · ~5 ;> . m • 

Pr esent : 

.•. h . • 

... ·'- ... . 

. 1; ot-' ... : 

It . • J ,. : 

rl . .. . J ,. : 

ti .• J r : 

t • • • • ., r . 

..!.:- . Ht.nes 
- r . Gaston 

~ ,w ntea t o r eturn t o tne i' r es i c e n t wh&t I Look orr 
ttl s des.n: f or a ve ry d efini t e r e~<:Jon . '>ee wh~t I 
tl f: t n? 

1ea . ~his i s tne ~ne he ~~• r~actng from . : t naa 
J 3 ~encil figur~s on it . 

\ o'ut. t ' s t ne ..:ttnt r one'! 

?n-Ls . .Hat r1~re? 

..n· t. 1 s t he o tn"r om., tht: in.1 iviouhl one? 

• ut. t .va s .Jlne . 

I N : ~t it . 1 111 t el l yuu in r-t l nute "'hy . 

v . .z. 
( On >Jn :>ne J He l lo . l" l er. s & lt.) off on e ve ry thine 
!lO'A un t i l I ge t. thr·o ll!lh, see ; ... Cbn ' t nanu l" t·uy­
t.h ing . .. s soon ns I ' m t rU',JU(Il , I ' ll let you k now . 

••o •· si t ao.vn, g e n tlell'en , let -:1e o o the pacin&, seE>? 
Now, ne rber t , s i t mH·~, ... wt.n t. t o dtl.:> ~> , ou t nl:; • 
.. e ,:.,r· e .:i t n ttl" Pr ":,loent t nu t ne r' res.:.uen t s a i o 
tn: t ne gt ve us t hr ee ~leces o f ~~per . ~e~ , u er ht rt? 

Y t:~s . 

'Ines e three . olhe r t Cl ~ I ~: .:t - .ook , J ohnny. ne 
n~a tnb t o ne t.oo , aiun ' t na? 

.1. es , sir. 

11 0 " , ri E: 'l hve tnesb tn!' e e . The only d .:.ff er.,uce 
Let llet.n t11i~ on;; o.~nc~ Lll l~ one i s ·'" brought tnls 
t hing up t ;> tl1e top, > .u :~te . I t ' s ident lc:.llY 
th., sbtO.; . t.nu nc. \.bn t .:u t h" tning copieo su hb 
c vu.1.u s e 11u 1 t up t o tno; n t l l, you see . 

ae we nts tais c .:>p~co . 
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ft . ~ . Jr : :1e dia i t. l:iere are the photos t a t s, you see . 

unston: .l:es . 

,;. .• 1. J t•: 

v !.S t on : 

H • • Jr : 

ut.:Jton : 

H. :!. Jr : 

Gt..o ton: 

•L ..J . Jr : 

UIISt on : 

•L .i . Jr : 

Cra:it.on : 

!i . !. J r : 

uns t on : 

li . LJr : 

Now, the r e :.s on I 1 m showing you this is, I want you 
t o t ake i t ov e r for me . Now her e are the thr ee 
piect:s o f paper tnb t he hud , a nd I want him to 
nr. ve them back . 

Nmv, the re::.s on we dictn 1 t pho t osta t t hi s is becuuse 
11e ' s been t &lking abo ut five things and he didn 't 
tLl~ about this one, which nos to do wito the per­
;;oual one, you see . 

Yes . 

But l thought he migh t went it b8C~ on his desk . So 
I ' m just returning the tnree th:. t he nanded to me . 

vid t l1ey ori~;inott here !n the Tr ea s ury? 

'Ihe •rr e~:.sury, ylls . •hese u.re the thr ee here . 

1nose :. r e t he copies of the one he wanted copied, 
except that you've brought up this 1aa terial t o the 
t o p, you' v e changed tnt: or <ler , s t h i s suggestion. 

No , but .ve just thought it better t o bring it up 
here . It ' s ex~< ctly t ne scme e xce;>t the or:"aer. 

Yes . 

J.nd I want him t o Jwve b~; ck 

every thing he g a ve you. 

ana. 
e verything he g a vl: me . And I 1 m r eturning this 

• es . 

J. nd he said that he was going to t ake this - a nd 
this is plus - ana send this this afternoon t o 
Harrison and Jere ..:ooper wi th a l etter from him-
self . 
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lloN, il they thought 1 t w~o s &11 r lght ov er the r e -
I me& n jus t for my r ecorus r •a like to ha ve a c opy 
of t r1e let ter he senas Lo t:lurr1 son ana J ere '-'ooper 
tnis 11ft e r nvon . 

•es . 

:Jo.: th& taint - I •:o w r;~ntl Lhl;; f or the r ecorc - .?hich 
&WL'-eo us s o much: ne A<:nt into tnis Nno1e a iscussion 
u:au ne ,rept t &l<t i ng t bout tnese figures , " no thes e 
ft:l.&.o~>s c aul<. tell th<~ fi~;ures a ian ' t .:n"-Ae s ense ~ond 
till:Y ~Jicn ' t cOO u;>, b ect.U!C ne d i a n ' t let t nem hnow 
tn~>t tner e ..,.e r e fi ve th ings, you see . 

l I: S • 

nno then when tle "ot tnrougn ilt: s u!o ' rr,iell, we • 11 
!' 1 ve you e c o py . 11 "n<l h e Sllio , 11 !lo, -•enry, y ou 
butter uo it a nd s e nd it b1 ck t o me this a fternoon . 
~ou .tno·.v no.·: t o do it tn th ~ • rcr St<rY . 11 So the 
<'ret i u c n t s!' i d, 11 i'l ht· t I ' m go ing to do - I 'm go lnl( 
t o write E lctlt r, s~nu tn ~s u p t o ~t t , t ell h im 
I ' m s~:nu inr it t o n im 1 t il h ~u.ggestiun ~:nd c.sk him 
.meLhe;.-r oe w::nl s t o IJiol<e &ny .norc s uf,;;ts tions a ftcr 
t.ney 've st.uuit.a it . ~'•1U S t.>t: .

11 

but .... ' s gone;: :r.uch' nuo.:n fur thcr t n:: n r tnouen• he 
.<o..UC. , b.:.c~~;.~e: h<. ' s l~:t t: r.., tr11.m s ee al: f i ve thine!> . 
uj) t ;) no-• ne ,..;.,pt on:y t ' bdr.l( a bout tnree things, 
.. h!ch .verc toe tnr t:t th!nbs '·' hl.:h P-. t !:!enti::mea . !~o.v 
tm. Presiaent' s nLr.uing tnt ... tn:s . a ut toe r.,&son I 
1/f nt tnls b&c.< on n i:; de3it ts beco. uso: ;;e n-.ven •t 
t .. l~ea ~ bout the inuivioJUil busines s , ena tncre it 
i~ , you s ee , .:nu the <'reslue;.-nt •ill rec.;.og ni.~t: these. 
•hese nill be b •c k o n his desk . 

• n e n ne also s &i a - r s u1a , 11 l1hat yo u going to d o 
a bout tnls l et Ler t o l'a t L bout fo r ming ~ commi ttee'l " 
rle s ~o iu , "vh, I •m t~->ing to do t he two t hings 
t og ether . 11 

S•l o , "I' m going t o do tuem t ogetne. r , " - in i:':~t ' s 
prtJsence? 
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ho , this 'Nas t o me alone. 

Uid he speak to Pat about lt a t all? 

No, he never mentioned it . 

231 

• 

l'htm we asked b bout :>ocl~< l '>ecuri ty , and we 1 re to 
meet .vi th him again :.lona&y 11nd discuss .:>ocial 
i:iec urity . 

Now, I may be kiddi~ my~elf but it seemed t o me 
t ha.t •nile .7e 11ere right tne~e in the mi ddle of tbe 
thing, the Presioent decioea, "I •m going to let 
tnem nave this . ~ou boys think t n i s over. If 
you've go t &ny other suggestions, let a:e know; 
1;e ' 11 have another meeting ." 

I polntea out t o hlm I IVLS le&ving on the 24th . 
u ., s~:io. , well , I n &o to get ~oc1~ 1 .,ecu l." ity out 
or t u .: .n.y rirst . I sui d l' a be gone f or t wo 
Ncek.::i . ...nu then nc se i o , 11 ,'.ell no7: 1 ·,;e mustn 't 
stw.v tnis t::> uwbou) - tttese figures . " 

Ia tn~t •b~ut - that about cover~ i t. 

Th11 t ' s rig nt. 

~s he going to s t<nd the se ~With llis appr ov£1? 

.. ho? 

Is tae Pr esident going t o send them t o ?at and 
J o ughto n ~ita hi~ lppr ov&l ur just say, "These 
t.re the things we :~iscusseo the o ther day . • ? 

~nat ' s the i mpressiun I got . 

'l'lte l a t t er . 

'lhe Presioent w11s shoo ting so fast - i t was q uarter 
p"s t one, they baa all the d oors open, kept shuttering 
i n a nd out . I jus t got the feeling suddenly tha t he 
gave~ flip decided , "I'll give them this." Then 
Nhen I stay~d behind for a second, be said, "This is 
all fine . I'm going to send this up. I t• s their 
sugcestion and l'm g oing to esk them if t hey h a ve 
any otller ;ll6gestions t o make . " Dut do I inte rpret 
a.bout right? 
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Yes . 

'J.he tning was so f ast , b ec!luse here was J ohnny t~nd 
.. si tting ther E, knowing thut t he: President wasn • t 
giving them t he whole pictur e, a nd I getting moce a nd 
:nor e uncomfor t~>ble &nd Jo hnny. more and more uncom­
r o rtcble; the n s uddenly the Presi dent deciued he ' s 
'!Oinu to give tnem the whole picture • 

.. nu he r e<.ds ~he: whole thing to the:o, all f1 ve points . 

le:.; . D!J he reba &ll fiv.:·: 

ue re'"' ~o l l fl V€ p.:>lnts t..., t Ut!Cl &nJ expl&lneci tn& t 
tnt oift"erEr.ce Wbl?. bro ugnt "bout by the f ac t thet 
... ,., to tnat time tn<.:y ' J b,..,n figur in& or. t ••o items 
;. no tle ' a been f lgur lng on fi vt: . 

J.hert: !MY b b some c~ tch ln this . I uon ' t-tnin.< there 
is . .. r ther~ i sn ' t, I tn inA wt! htve ev~ry r enson t o 
be very h<> ppy . .1. 11ecn ~ t htnlt - l meE. n I thlnlt the 
rresiaent is ... • 

uell. •• t lebst l1e wouldn 't t:•ke tnose things ~no 
sena t nem up there iJ' Otl d lun 1 t Know what ;n>s in 
tnem ~> no uaun ' t e i ven r l o t o r thought t.o tnem . 

rte .u1o.vs •.vnat 1 s ln them . de nt.o tne.n ~ l:>n!; time, 
so 

.. ell, this goes to .<.,nnee, I suppose . 

J.his ~oes t;o t\;;nnee, &nu tais one goes to t\Ennee · 

J.E:S . 

lell him t h & ~resioent • s wtiting br i L . 

6 ht: Pr esi dent' s WLi ting for i t , yes . 

•·nu i.t' t ney wo ul" , a fter ~hey wr 1 t e a let ter t ;, 
~ough'ton E.nd n~> rrison, if I coulc ne ve :; copy f or 
;;ty filts I• c~ cppreciute it . 

ies . 
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Jere l.:ooper . 

Do you tnink that might - I don ' t want to irritate 
nim . ~hat do you think, uerbert? 

I thlnk that's all right. 

Ask for lt. J.. f ne .... 
I'll ask f>r it. 

Ask f or it. If he doesn't want t o give it, the 
~resident ccn make up ni s own mind . 

Yes. 
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ROOSEVeLT SAYS ADV I SAB ILITY OF REARRANG I NG 

CORPORAT I ON TAXES I S ST I LL UNDER STUDY 

WASHN - PRESIDENT ROOSEVELT TOLD HIS REGU-
\ 
~ LAR TUESDAY AFTERNOON PRESS CONFERENCE THAT THE 

ADV I SAB I LITY OF REARRANG I NG FEDERAL TAXES 

ON CORPORAT I ONS WAS STILL UNDER STUDY- HE 

DECL I NED TO I NDICATE WHETHER HE WOULD SUPPORT 

TAX REVISION THIS YEAR- HE PO I NTED OUT HOWEV ER 

THAT THERE MUST BE SOME KIND OF A LAW 

PASSED AT THE PRESENT SESS ION OF CONGRESS TO 

RENEW THE SO-CALLED NUISANCE TAXES AND EXTEND 

CORPORAT I ON INCOME TAXES 

THE CH IEF EXECUTIVE SAID SENATOR HARRISON 

AND REPV COOPER ARE COMING TO THE WHITE HOUSE 

TOMORROW OR LATER I N THE WEEK TO CONTINUE TAX 

DISCUSS I ONS 

WHEN ASKED FOR COMMENT ON RECENT STATE-

MENTS BY SENATE MA~OR I TY LEADER BARKL EY AND 

SPEAKER BANKHEAD TO THE EFFECT THAT NO TAX REVIS 

-ION WAS PROBABLE THIS YEAR THE PRES IDENT 

SAID THAT HE DI N-T TH I NK HE HAD TAKEN THAT UP 

AT ALL AND THAT IT WAS ST ILL IN THE STUDY --
ST AGE 

234 
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MR ROOSEVELT SAID THE ONLY D ISCUSS IONS SO 

FAR HAVE RELATED TO THE CONSOL I DAT I ON OF ABOUT 

FIVE DIFFERENT CORPOR AT I ON TAXES I NTO 

ONE TAX - HE SAI D THE BULK ABOUT 90 PC OF THE 

TREASURY-S REVE NUES FROM CORPORAT IONS COMES FROM 

THE PERCENTAGE TAX - TH I S WAS APPARENTLY A REFER 

-ENCE TO A CORPORAT I ON INCOME TAX 

THE PRESIDENT SAID THAT THERE IS GENERAL 

AGREEMENT THAT THE TOTAL AMOUNT COLLECTED IN 

TAXES FROM CORPORATIONS AS A WHOLE MUST NOT BE 

REDUCED - NOBODY I N THE MAJOR ITY PARTY WANTS THE 

TOT AL REDUCED HE SAID- THE TH ING TH AT IS UNDER 

ST UDY I S THE D I STRIBUTION OF CORPORATION 

TAXES HE EXPLA I NED 

THE CH I EF EXECUT I VE SA I D THIS WAS AN 

IMPORTANT PO I NT AND THERE HAD BEEN SOME MIS­

UNDERSTAND I NG OF THE MATTER - HE SAID THIS WAS 

THE GENERAL MI SUNDERSTANDING AND HE HAD NO I N­

DIVIDUALS IN MI ND 

-o-
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GROUP MEETING 

PRESENT : 

H. !:. J r: 

Foley: 

Foley: 

. : . . -: . Jr : 

Foley: 

:! • . ~ . J r: 

Secretary Uorgenthau 
J.lr . Hanes 
l~r. Bell 
Hr. Duffield 
l4r. Graves 
Mr. McReynolds 
l~r . Lochhead 
l-!r. Gi bbons 
Mr. Gaston 
l~r . Foley 
ar. White 
Mrs. Klot%. 

March 15, 1939 . 
9:~5 A. M. 

(Secret ary 's Office) 

Nol-r, let us get a report f 1ret on the Stabilization 
Fund ; where are we on that, and t he test i mony, etd? 

tlell , Ogg, of t he American Farm Bureau Federation -

The "H" 1e s ilent. (laughter) 

Yes. He is goi ng to testify t his morning and 
Dr. Feie is going to be on tap and if Glass goes 
over until the afternoon, because t he Senate may 
not be in session this afternoon, he will be avail­
able. Secretary \lallace is going to testify 
tomorrow mornins;. tlow, Larry tried to get a hold 
of Sumners last night to make eimil~r arrangement s 
for those three people to testify in t he House. 
I have not been able to definitely determine that 
!ra:tror Sparr, or t1hatever his name is, is are­
gi stered- lobbyist. He i s not checked over ~t t ho 
State; he is not, registered over there. tlagner 
i s going to ask him some questions t his morning . 

Ask who? 

Sparr, as to who is financing him and 
is a registered lobbyist and what hie 
are. 

Finally come t hrough? 
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Yes. 

Attaboy. 

He cla~ms h e does not have to be ; that h e operates 
as an individual and 1o part or a group. 

Somebody is paying tor t hat friend of Herbert Gaston' 
ltho is dol1!l here. 

The man ' s n ame i s Horee - he 1s t he outside con­
tact man. 

T~t 1s the fellow you ought t o a sk a bout. Ask 
Sparr who pays tor Horee - who pays his sal&rT and 
expenses - tP~t 1s t h e fellow. 

He at t ends all or the hear1nbs · 

Yes . 

That 1a the tello>~; no11 go ahead. 

Is t here any answer t o t h e greenback tlllng'l ' 
I took the Foley memorandum, which 1s around here 
somewhere - I mus t have left 1t somel1here. I 
showed the memorandum to the President and he 
read it very carefully and shook hie hea~ and said , 
"That 1s entirely up t o Congress•. (The ~e%orandum 
referred to is marked Exhibit 1 and oade a part 
or this record. 

Did you read what t he Wall Street Jou.r:lal Q:JOted 
him as saying t hi s morning ? 

He made a stateme nt about i t . 

And then I want to go on record and say, • So tar 
a s I am concerned, Mr . Presi d ent, i t you vant to 
know how I feel, I t hink .we should contlne our ­
selve s to getting a n extension• , and h e said, 
"That 1s right". So t hat i s the ansver to t h e 
Foley memorandum. 

Well, it was not my proposal; 1t vas Senator 
lfagner ' s and I think h e would like a telephone call 
from you. 

I must nave left some paners :reate~. so~evbere, 
because this one I took over - i t is the fUnniest 
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thing - there 1s a memorandum somewhere - did you 
find him? 

He is somewhere between Omaha and Shoshone . 

You can not get him. 

'1le got that letter from Senator 1'/agner yesterday 
af t ernoon. 

liell, now, all right. I can see you gentl emen at 
11 o ' clock on t hat letter. 

That 1s the letter we have got? 

You haven't the answer. 

No , ue are worki ng on i t . 

t!o11, I would l i ke to make a suggestion !ln t hat. 
~fuen you have 1t ready I would l i ke Dr. Goldenwe1ser 
to take a look at 1t and get his opini on. 

The more hands the merri er. 

Fine, I am blad you have that attitude . 

tie don ' t have t o accept it if l1e don't think it 
is an imnrovement . 

But I 11ould like t o ask hlm to cooe over and sit 
do1m. I personally would l i ke hie to do it tor 
oe, not as a Federal Reserve matter but as an 
i ndivi dual . 

t:e worked until about t\."0 o 1 clock this corning; 
ue wi ll bave it done this afternoon. 

\lould you ask him or would you like me to ask him? 

Eit her way, l"lhi chever you l i ke. 

All r i ght , I will ask him. \fllat t 1.me do you 
t h!nk? 

Some t ime tonight or t omorrow morning. 

Don ' t you think i t i s Just another-
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Unquestionably, 1t he catches one thi.ng he 
Jus tifiee hie presence. 

He has been around a long time . 

.239 

l'ie should have others goi ng over it . It deoende 
upon the time we have, because the answer will be 
about - i t is about three times longer t han your 
s tatement. 

I ~~uld like both Gaston and Duffield t o read it • 

Yes, but I am speaki ng outside of the Treasury -
as soon as we can get a draft ready - i t depends 
on what arrangements we can make. We migllt use 
i t, i f nece ssary, not ae your answer but as a 
preliminary statement and t hen atter we get i t 
polished up in the beet ki nd of eha?e t hen send a 
formal answer. 

Mack, I \·rant t o thank you for >that you have done 
for Marlene Deitrich. 

She did not send me nny telegr ams t his morning. 

But I '"ant to t hank you. 

You are very welcome. 

I mean the way you responded . You don't need to 
worry about poor Mack. 

Mrs. Klot~ d i d all that . There is a letter here 
for :your signature that I guess :you can not s i gn , 
asking :you t o undertake to support t !le liar 
Department in its request tor additional funds on 
thi s auto- gi ro t:ype of test airplane. 

!I.e support the \·Tar Department. 

Yes , I wi ll leave that to Bell . They were going 
to assi gn t hree of those test auto-giro s t o t he 
Coast Guard and he is very anxious to get them, 
so he has writ ten t his letter to the Appropriations 
Committee asking - Just sa:ying that he thinks it 
is a good thing to do . 

llo, no . 

It is i n t he Budget, Hr. Secretary. 
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That t s all r i gh t . llhnt about !4r. P.offoan, 
\11111am Green 1 e man. 

240 

\/ell , h e 1s st111 i n Ph1ladeloh1a . lie can b ring 
htm back i f we ~rant Rnd a estgn h i m to Balt1oo rc . 
I got t h e i mpression t he 11\St time I ment i oned it 
that you d i d not kno1·1 ho~: far you ~<ant ed to go i n 
accor.JOdl\t i n g him, so I have not done anythi nG 
furt her about it . ( t he fol10111ng is t he Sec1•ct a ry 1 o 
c onversa t i on 111th :-!r . Qoldemreiser on t he teleohone) . 

"Hel l o , Goldenweiser. !io~< are you? :Je are ore"lllrlnt, 
here an ansl·rer to Se nator lla;,:;nPr on so me gold 
~uesttons - ouestions about e~ld and so~e t l oe 
tont.,;ht or tooorro11 oornin.: 1 t ·..tll be ready, a nd 
I would like you, as a n 1ndi vidual , 1f you would, 
not as a Fede r al Reserve matter, to take 11 look and 
~:;;tve us your cr1t1c i s 'ls . And w:-.en 1 t ls rendy 
:~Arry \'T.'lite wil l cont act you. I >IOuld eoor ectnte 
it . Tha nk you . " 

He will be delighted. 

Do you 1·:a nt to do nnythtn.,.; about 1 t ? 

Here t s >!hat I 11ant to ask : Is t ht s nnrt of t he 
mover1en t of sending oeoole from '.ias!'!l n.-t on t o 
field offices thnt Graves i s i nt e rested l n. 

Yes . 

liou, ha-;e we made 11 einc le excel) tion? 

::o . 

Th en He c an not stRrt -

Tc~t would be oy i dea. ~:-.e work i s b e1ns eent to 
the f ield and t :"l£· re >ri ll he nothing iu•re. 

Eave we mac1e a s1nble exception? 

t<ot that I kno11 of . 

;/hat they are aslt 1ng for now is t!'ut !'le be mov~d 
back to Balti more from Ph1ladelohia • . I said, That 
ts all right - I don 1 t care whet:1er t :1ey :-:ove h i m 
bacl~ or not", but what t hey want to do i s to get -

T!'!e:-e are many caoes \1here oeople are tryin,; to get 
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exceptions but as far aa I lmov they have not been 
made. 

Tell Y1111am Green t hat on the reco~mendat1on or 
Harold Graves I would not do it; tell h1a I aa 
terribl y eorr:r, but - ve have IDOVed hov llall¥ 
hundred people out -

Six hundred. 

And we have not made an exc81)tion and I am sure he 
vould not va.nt us to break our rules. 

No . They haven 1 t any objection dovn t here 1n 
Revenue 1n moving h1.a back to Balt1core when the 
BaltimOre office is open. I don 't th1nk - I mean 
he vould have to talte a reducti on 1n pay to cooe 
back to Baltimore. 

What do you th1.nk or that? 

All right. 

No obJection to that. 

Hr. Graves a pproves or that. 

Yes, assuming the Revenue people do, and I under­
stand Mr. McReynolds B87B they do. 

He wants to take a cut 1n piQ' and ~oce back to 
Baltll!:ore. Th e7 vant h1a brougllt back here and 
then se nt to Balti JCOre vhen the B~ticore o! rlee 
is open. 

Are you t wo fellovs i .n agreeoent? 

Yes. 

Then I will leave it i n J Our hands. 

1fe are moving hlm back t o Baltimore· 
Internal Revenue had already promised 
they would move h1a back to Baltimore 
Bal. timore ott1ce - • opened. 

Ye d 1d not knov about t hat . 

or course, 
Hortman 
when the 
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Just the same we are doing it tor l11lliam Green. 

Is this enough to ask the American Federation ot 
Labor to go up and testify in auooort ot the 
Stabilization Fund? · · 

Well, I don ' t know. l sort ot had the impression 
that t hey were kind ot falling down on that. Any­
how, I had lost interest. 

'dell, anyway do it tor him and t here may be some 
tioe when something comes up. Dan? 

I don't know whether Mr. \lhJ.te or l-:r. Haas told 
you about our turther conference with 
Dr . C~ldenweiser on his suggestion that the tunds , 
in the special depositary be called and put in 
the Federal Reserve Bank. 

Ynat is the answer. 

We thought it it ttas going to be done it should be 
done gradually and oort or even out the flow or 
tunds in and out, but we came to the conclusion 
t hat probably nothing should be done at this time, 
tearing t hat it mi ght hnve somewhat the same 
etrect as t he Federal Reserve action in reducing 
excess reserves, thr owing a monkey wrench i nto the 
machinery at this time. There is no danger, 
annarently, or t he excess reserves causing any 
i~ed1e.te boom, so we thoug.~t we wuld let it lay 
tor the time being tor further study. I think 
that is correctly stat ed, isn't it, Harry? 

Yes, quite correct. 

Anything else? 

That is all. 

Nothing. 

Where is your triend, t he Comptroller General, on 
t he orange and blue tickets! 

I am to aeet with those people today , Mr . Secretary, 
and go into that. 

Di d you go to the Grocer 's meeting. 

Regraded Unclassified



Gr:"~v e e : 

:: . . . Jr : 

.. . .. Jr: 

vrn.vec : 

" .... J r : 

... ... J r : 

. J r : 

11 ~ ()r. S : 

.. 1., <>ns : 

.. .... Jr : 

:tntte : 

243 
- g -

Yes, sir. 

~·lhat happened? 

\fel l, i t l1as mos tly a l ove feast . ThPr e lias 
not hing new ot any speci f i c nat ure. Dr . Parran 
made a statement - t he beet statement cade by 
any oody t here, a very ably conceived s t atement . 

Did t he Groce~s put up a bood lunch? 

Ye s , f ine . I did not notice t hey had any aurolue , 
foo d t hough ( laughter). 

Anything els e? 

That i s all • 

Haven 't they pulled you i n on t~s Chicago t hi nb? 

Yes, l!r. Heh•ering and Mt• . 1/enohel and I a re i n l t. 

There i s a slight ee.sing of t he foreign exchc.ne es 
but not enough to indicate that t hey are nt ~11 
worr ied nbout the Czechoslovaki nn s i t uation • 

Gi bbons? 

The only t hi ng, t~cre i s a orotest agalno t r e­
aooointin~ t he ~ollector of Cu~toms 1n Phll•del olua. 
Tr,e Ger mans have organized a n American society , 
nat i ve born k~ericans of G~rman antecedents . ~heir 
purooee i s t o educate t hemselves in t he trndi t i ons 
of America and eo f orth. lie have had a couole of 
tele,.-rame and a hea ring i s being held t his morning. 
I or~oared a l e tter as t o what i t is all a·oout, 
and I \fOuld like t o look i t over if I may "oe 

excused. 

All r i ght . 

I have to be up t3er e by t en-thirty • 

All r i ght , you are excused . (i·lr . Gi bbons r etires 
f rom t he r oom) 

Ed Foley and t he boys deo!Oed it \·IOul d not be 
v1i se tor Hanson to carne do11n here w1 t h t he 
eXPectation of talking ot t t he record, because 
~o- is an outsider a.nd he i s not a memb er of the 
Government. 
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Who? 

Hanson. \•le thought, on the whole, it was a 
dangerous procedure. 

So the only euggeetion you made is now out the 
window. 

The only one I have ie out the lofindo11, t hat is 
r i ght . But I have another suggestion t hat is not 
out t he windo" yet. It hes never been in. It 
refers to the discussion I had with Clay. I don ' t 
know holt long you sooke wi th h1m but I cM repeat 
very briefly what his views are . 

. Jr: \lhy not do i t a t ten- thirty. You a~e comi ng in 
at el even, aren't you? 

:-: .:: .Jr : 

:.'h1tc : 

.. . . : . Jr : 

:.:'11te : 

Locllhoad : 

; . .. . J r: 

That Co~ittee on Commercial -

\·lhnt time is t hat? 

Eleven o'clock • 

\/el l, I have a number of t hings I want to take up 
v1i th you. NO l1, on t hat Commercial thing, I thinlt -
I don't think i t is fair t o say to you that you 
should commi t yourself, I t hint you should listen 
and then come back and report. 

I will do t hat . There i s juot one thing t hat Clay 
said t hat is or some i nterest tr~t he clai~s he is 
a nnnority of one so I f eel very syopathetic with 
him, and I would l i ke to get what little support 
I can, even if it is only from t he British Treasury. 
I asked him how he felt about i ncreasing t he pro­
portion of billa on long term issues i n t he 
Treasury and he said he was strongly for it, but 
he said he was a minori ty of one in t h e British 
Treasury. Since I sympathi~ed with him, I thought 
I would like to t ake t he occasion -

British Treasury or Bank of England? 

Bank of England - he remains a mi nority in both 
places. You would aooil it, Archie. 

I think I can tell you t his story. Di d Clay 
tell you his French story? 
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He di d not. 

\/ell, he eatd that suddenly i n October, t he French 
woke up to certain facts wit h reference to the 
Italiane - I can not attemp t to tell it to you in 
French, but t he way t he Frenchman put i t to the 
Italian, he says, "Just because Italy i s shaped 
like a boot is no reason to think that French is 
shaped l i ke t he back of a man". 

France looks di fferently, denend1ng from which 
direction you look at it. 

Nolf, for an Englishmen, I think t he Bank or England 
did pretty good. 

And parti cul arly Clay; he is quite a Puritan. 

Anything else, Harry? 

That is all. 

Foley? 

At ten o'clock this morning , before Judge Bailey 
the order t o show cause why t he >t1tnesses should 
not be compelled to testify in t he Transanertca 
case i s coming up. They asked for an ad journment 
and Bailey refus ed to grand it. I have Ri ley 
Canobell in froo Chi cago thie morning . 

Yes . 

To go over t he situat ion with him. 

\/ell, nou, won 1 t he sit in with Helvertng . 

Yes, he is dotrn here for t hat and al so to bring 
me up to date. 

Fine. 

I am kind or short handed, right now, with Cairns 
in Europe . Hanning io doing t he Customs wrk. 
Ordinarily !·Ianning would be the beet fello>t to 
go to Chicago and observe on t he Ananberg case. 
I was wondering if you would have any ob jection 
to using Sammie Kaus for that. 

On the Ananberg case? 
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Yes. 

I think that 1s ewell. 

He 1e v ery good at special assignments ot this 
kind and t here is a labyrinth of evidence there 
and I think he could bring a fresh point of view 
to the situati~n. 

To show you 1rhat a good i dea you haYe, I had it in 
mind myself and when I wne in Chicago, I thought 
ot Sammie Kaus on the Annnberg case would be 
swell, so I am heArtily in accord 111 th i t . 

Thank you sir. 

And I ttould just let him r;o out t here . 

Yes. 

And I t hink 11hen t he t hi ng breaks , t he day before 
they try 1t, Chick Schwartz, I think 1-re owe h1m 
that, as !-like I goe drove hi m out of town, I think 
it would b e v e ry nice if Chick went back for a 
week, don't you t~nk so? 

Yes, 11hen t h ey start t he presentation -

llouldn 1 t he love it. 

Yes, he ~rould , v e ry muoh. 

I mi ght tell you, it you don't already knmf it, 
that because of t heir historical researc h, r~ld 
holds Samnie Kaus in v ery high esteem. 

llell, t h e only hes i tati on -

That 1s too deep for mo. 

He is talking about t he h istory of the C1v11 l·lar. 

\tell, I hold both of these gentlemen in high regard. 

\fell, I have always had a susp icion. 

I don 't get it, do you? I~ is all right. I 
think that 1s good . 
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The only drawback on Sammie 1s , he 1s a little 
tactless once 1n a while but I can fix that 
with Bill Campbell so we won't have any trou~ie. 
Cut his hair. But he 1& a driving force . 

Foley : Yes. 

H. ::.Jr : And he has a nose for crime. 

:·rs . Klotz : I don't know what you mean by that . 

Whi~e : That 1s terrible . - I t hink that needs further 
eXl>lanat1on. 

Foley : I was l1stenint; to t he radio the other ni ght i n 
a taxi cab and, speakin& or noses i t was Ernest 

I think, said on the r adio, · ~te have 
a goat over at our house; he hasn't any nose•, 
and the other fellow said, "A goat -..1.thout a.ny 
nose . Ho~t does he so.,ll" , and he sai d, "Terrible". 

P. . •.:. Jr : All right. 

Lochhead : That is a good story every five year s, i sn ' t it? 

;A ston : I asree - terrible. 

" · ·:. Jr: All right . 

:'ole;;: They added on to t he Treasury and Post Office 
anpropriation bill a nrovision which curtails 
materially the dissemi nRt10n of oaterie.l with 
the frank . I t nrov1des t hat no denart nent shall 
transmit through the Mail, tree of postage, any 
book, report, neriodi cal, bulletin, pamphlet, 

H . !~ . Jr : 

lis t or other articles or documents except 
official corresnondence, unl ess renues t t herefore 
has been pr eviously received by such department 
or i ndependent establishment or such transoission 
i s reouired by law, and Barkley put t~<o provisions 
on it. There i s also a provi sion t hat t he heads 
of denart oente have to certify to t he Postmaster 
General t hat nothing was t ransmitted through the 
mall 1n viola tion of that naragraph at t he end 
of each f iscal year, and then Bar kley added t hese 
two provi si ons -

May I interrupt you. You have two ex-Post Office 
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inspectors here . If you will take it up with 
them and report back in twenty-four hours I will 
b e glad to hear from you. 

ltell, the Bill passed the Senate with thi s pro­
vision in it and it hae gone to conference. I 
don't know whether-

It will stop our Savings Bond propaganda. That 1a 
the only way it will affect us seriously, but it 
would stop Jim Bryan's ~~rk. or course, all the 
rest or the departments are greatly exercised. 
:;: imagine ~te could do something about it 1t you 
think it i s proper to do it. 

J.lay I give you a little background or it. 

Please. 

That is the reason 1t i s made drastic, to see what 
kind or protest will be sent up there and I advise 
that you protest and after you orotest I think 
the Director of t he Bureau of t he Budget will be 
given authority to investigate the >Thole matt er 
and report to Congress 1n Janua ry . 

In other worde t he provisions will go orr . 

Yes, but I would protest because t hat is whet t hey 
are expecting . 

The boys are prepari ng a letter on i t . 

You fix up a good let t er . 

• 

I got in contact with bot h Coc:~erce and Agriculture 
yesterday and suggested t hey e i ght want to protest 
also. 

And Interior has been in touch with Herbert. 

Anything else? 

Pas e. 

That is t he only thing I was going to bring up . 

All right, thank you, everybody. 

(Meeting concluded) 
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TREASURY DEPARTMENT 

INTER OFI'lCE COMMUNICATION 

DATil 
MARts 1939 

to S.cretaz)- Jloraentbau 

I ROM E. H. Fol.e7, Jr,, Aot.1JI& OeDerw.l COIIU.J. 

Larr7 llema.rd apob to S.Dator Wacner t bia attemooc CCAcemiJic 

at.rategy !or >wnc!H aa tblo lepalat1oa to ooatiaue tblo StabWsat1ce Plllld 

and tb.e po11er to reftl.ue tblo dollar, 

Tbe Senator h loolrl ng !onN.rd to ooaaidel'llble oppoei t1DD, both in 

t be Co.ittee and 011 tbe tloor, to tbe o011t1auet1011 ot tblo JIOII'•r to reftl.ue 

tbe dollar. Apparen~, tblo Senator au11eated to t bt Pruidet tlat tbt 

power to reftl.ue tbe dollar · be pe:nlitted to lapee 011 JUDe )0, 1Arr7 

gat hered tbat tbe S.aator recei'red no enoourag.....,nt traoa tbe President OD 

t his score, and tbe Senator ia no• prepared to .alee a tight tor tblo ooo­

Unuat1oa o! both poooera. lloorenr, S.Dator Wqner diaclosed that be bad 

illtor.ed tba President tbet tba Preaident•a aupport • ould be needed it tbe 

anticipated oppoait1011 denlope. 

Tbe Senator auueatad tblot a011e support tor tbe legialat1ce aight be 

picked up it an llddi t10D&l aect1oa """ added to repeal tbe authorlsat1ce 

in tbe ne-e '• d"at !or tblo heuance ot $3 bUlice ot creeablcb• l'h1h 

this ~ reault in tbe loaa of aupport tl'OII SeDator n-a and intlat1ou.J7-

Ilinded Habera, auoh a propoaal eight be appe•llng to a011e or tbe aoUDd-q 

adl'Ooatea, 

Tbe S...tor woul4 1.11:e to ben 70/IJ. consider tbia propoaal and cln 

his • rinc· 

/ 
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March 15 , 1939 

SPEAKER BANKHEAD CLARI~ I ES POSITION ON TAX REVI­

SION PROSPECTS 

WA SHN - SPEAKER BANKHEAD TODAY SOUGHT TO 

CWR I FY H I·S POS I T I ON FOR PROSPECTS FOR TAX 
• 

REV I SION LEG I SLAT ION AT TH I S SESS ION OF CONHRESS 

r'HE SPEAK ER SA I 0 THAT WHEN HE MAD E H I S 

STATEMENT ON TAXES YESTERDAY HE DID NOT MEAN TO 

,LEAV.E THE IMPRESS ION THAT NO CONS I DERATION 

NO CONS IDERATION WOULD BE GIVEN TO CHANGES IN 

EXISTING LAW PROV I DED THE VOLUME OF REV ENUE 

WAS MAINTAINED 

- IT WAS MY OPINION- THE SPEAKER SA I D -THAT 

I T I S VERY IMPROBABLE ANY CHANGE WILL BE MADE 

NHICH WO~LO RESULT IN A LOSS OF REVENUE-

MR ~ANKHEA D AD DED THAT -THE WHOLE TH ING 

•I S A MAT TER FOR CONS I DERAT I ON OF THE WAYS & 

MEAN S COMM I TTEE WHICH ORIG I NATES ALL TAX 

LEG I SLAT I ON-

YESTERDAY THE SPEAKER GAVE I T AS -MY 

OPIN I ON THAT THERE WI LL BE NO SERIOUS EFFORT 

FOR GE NERAL REVIS I ON OF AN Y TAX LAWS- AT THIS 

SESS I ON 

- Q- . -. . 
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Maroh 15 • 19~9 

SEN HARR(SON STUDIES TREASURY TAX 

FIGURES IN WHITE HOUSE 

WASHN- SEN HARR I SON -OEM MISS- CHAIR­

MAN OF THE SENATE F I NANCE COMM ITTEE SAI D A 

STUDY WAS MADE OF CERTAIN FIGURES FROM THE 

TREASURY RELAT I NG TO TAXES IN THE WHITE 

HOUSE - HE WAS ACCOMPAN IED BY REPV COOPER -OEM 

TENN- A MEMBER OF THE WAYS 6 MEANS COMMITTEE 

SECRET ARY OF TREASVRY MORGENTHAU AND UNDER-
• 

SECRETARY HANES AT A WHI TE HOUSE CONFERENCE WITH 

PRESIDENT ROOSEVELT 

SEN HARRISON SAID -THE TREASURY HAS 

F IGURES WH ICH WE HAVE NOT SEEN BEFORE AND 

WE WANTED TO SEE T.HEM-

HE AD DEO THAT NO CONCLUSIONS WERE REACHED 

BUT THAT PROGRESS HAD BEEN MADE 

-n-
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/Bother you about a ?tr eonal oatter, but i! : c:~ld ~ake 
Just take a s econd o r your tioe , I 'd l tke t o tell 
you t ha t I waF ::>lann1ng a c;Jr Jng v<tcat i on t h i e 
year. Hr s . Ransom ane\ I thought we ' d take a s low 
boat and go over t o Europe ane\ ! thought I ' d so~nd 
a week or t en days in Paris ~nd London . · 

Yeah. 

That ' s entirel y unofficial. I haven't even menttoned 
i t t o any mecber of ~he 3)ard . 

Yeah . 

.And I d i d not want t o plan to do t h:. t if ;ro•.: could 
see any J>oes lble objection . I M:>r. tha t EOCl't1~ee 
t hese t h 1nss are misunder etooi, end t he eaE 1e~t way 
to a voi d misunders~an<\lng 16 ~o t ake t.l~e a llt.l!.e 
by t.he f f)rel?ck. 

Oh ! \'lhy of couree go , end when y?u ~-" go , tl!e ;>f">;l e 
who wor k f or the Treasury 1n London and ?erie, ~ want 
t o le t them ~{now t.ha t you 're coming. 

I "ould like t? see thee, of c:>urEe . 3ut ! di 'n ' t 
want t o call on anybody in either 5overnment , or 
course . Thie i s p•.u-~ ly F vacs t ton DOC Coc!".!'Sn en<' 
Buttcrw?rth - t hose ~eo9le I ll~e to see w~enever 
:;: can &ee the:~. 

Yes . Well , we ' l l do ever yth!nG ·~ can - ! ' ve g? t 
only ?~e critlcic~ Pnd t~st ' e I ' c J ealous . 

I ' m j ealous thPt I can ' t go --

Oh , ·vell, if you and :.!r e . L::> rgentl-9 ·~ .. :>ul<:l g ? Along , 
t~e t r i p ~ould be perf ec t. 

!3y all meens - An" my b1.e ~~1r.(;~ eo • ~ t.l: :rou. 

All :-lgnt . Ths.n.k you , ~!r. Secretery · 

You bet. 
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HUJr: 

Operator: 

!!'JJr : 
:;arold 
Ickes: 

'l!!Jr: 

I: 

;n..:.rr : 

I: 

I: 

I: 

l'.!.!Jr: 

I: 

l:!!.Jr: 

I: 

I: 

P.J.!Jr: 

I : 

"11Jr: 

I : 

Hello. 

Secretary Ickes. Go ahead. 

Hello. 

Llaroh 15, 19~9. 
9: ~9 n. m. 

Hello, Henry ; yo•J cal let\ me yesterday. 

Yes, cPn I sti ll say "Happy Birthday•? 

2SJ 

Oh, yea. I had you note. Thanks a lot, that was 
very kind. 

Harol d, you talked t o me about the Skidmore case --

Yes. 

And you said you wer e inter est ed . 

Yeah. 

And I was out there over the weekend. 

Oh yee - yes, I saw you were. 

And --

On a vacation . 

What? 

On a vacation. 

Rtgbt. 

Yes. 

And --
Anyone who goes to Chicago on a vacation in UArch 
ought to let me know in advance end I'd send them 
to St. Elizabeth's . 

Well , I had a very sood time out there. That's a 
grand crowd out t here - that public - you knOw -

Yeah. 
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That -- you kno~. th~t cro~e -- the cl "' house . ea .. _ns 

Ye s . 

And -- but this 1e t he thing that I ~ant t o put a 
little f l ea in your ear. You Y~ow this f ellow Dick 
9ho l1e - - S- H- 0-L-I- S? 

No. 

Forrler Chicago newspaper man wh~ce -­

Uo , I don ' t know him. 

Whose publi city -- pereo~al publi c ity f or ~arry. 

0h, the one he br ought down here? 

No, I don ' t know him personally . 

"!ell , I went you to t hinlt thi s over and then I want 
y()ur :J.<'vlce. Now, he comes over and eees Ed Foley 

Yec.h . 

And eaye t ha t he hopes th~ t we 'll postpone the 
Skidmore case until a ft er the Chicago election. 

(Laughter) Did you see Campbell when you ~ere out 
there? 

Oh, yes. 

V/el! , you kno~ what h l£ plsn 16. 

Yeah , I knor. all a bout it. 

Well , hell, he can handle it t he same way and that ' l l 
be just aft er t he election. 

Well , I -- I -- ae t ar ae I ' m concerned I'm pressing 
for tho earliect poeeible t rial. 

Well, 1 think you ' re right about it. 

And I'm not going t o change one iota. 

Well - -
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Now, I don ' t know what the hell this -- t h!E bus iness 
ot - -

I -- well , what wee runni ng \n my mind -- I suppose 
tha t -- I thought maybe Campbell eight ~ant to handle 
tha t out ~t Freeport. 

He 1e going t o hand l e it out at -- out there. 

He 1e? 

Ye :J, he i s. 

Well, t hat ' e all, right. 

And r P's hand l i ng it, a e I undP.retand it ! roo whot he 
told me, Just a s eoon as the Grand Jury ceets. 

Yeah. Well, that wi ll be ear ly in April. 

'EArly in April. 

And election 1a the f ourth of April. I don't eee how 
he can ge t any action bef ore thnt . 

Well --

I mean , if you handle it in t he natural course, t he 
t h i ng takes ca r e o f itself anyhow, ?.enry. 

~~~:~~t!~~ !niu~: b~tt~:s wac en angle that! didn 't 

Well , it's a damn d isreput able angle. 

Eut we'l l - -

Tbat f ello• I have -- I know ell ebout t hat f ellow 

You do. 

And there hasn't been anyone worse . 

Wel l I don 't - - I don't ltnow, it's a mys t ery -­
are ~o many t h i ngs which are a :n;,•atery, but I want 
t o kno• 

Yes. 
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That we are going ahead. We're going to have-­

Yeah. 

At Freeport, that's the plaoo. 

Yeah. Yes, that ' s whAt he told me. 

And the --

Well, that ~uld mean the Jury couldn 't convene be­
tore the third or ~~ch, and the el ection is on 
the f ourth. 

You mean April don't you? 

Yeah, I g et you, Henry, and I t hink you ' re dead right 

And I 'm pressing t or 
going t o chAnge my pl ane . 

early and I 'm not 

Yeah. All right. \ 

But I went you t o kno• - and on the other one, the 
big one - the Annenberg case - we're getting along 
beautifully. 

Yeah. So --

And I'm keeping Frank Uurpby per sonal ly posted. 

Well, that's tins. 

But -- I wanted you to know because t be Chicago 
ha ving you -- you having c~lled me, why 

Yeah. 

There she is. 

Yeah. All right, Henry. 

And it you hear anything, you see, that anybody '• 
trying to d ig under us - -

I'll let you know. 

Will you please? 

You bet I will. 
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Because Frank MurpQ7 suggested something without 
telling me what -- that there was some tunneling 
going on. 

Well, I don't doubt it, but I - - I ' m not cognizant 
ot it. 

Well - -

But if I hear anything I'll let you know. 

I wi sh you would . 

I will, Henry. 

Good bye . 

Good bye. 

Regraded Unclassified



. .. 258 

!.!Arch 15, 1939. 
ll: 14 a.m. 

!'lr.Jr : Hello. 

Opera tor: llcCormack. 

H!.:Jr: Hello. 
J ohn W. 
~cCormack : Hello, ~. Secretary. 

'!!!Jr: How are you? 

.. . 
'!! r.rr: 

l! : 

... -· 
;;: :Jr: 

... -· 
HUJr: 

• r • 

!l!!Jr: 

. '. -· 

Fine, thank yo~ . ~ow are you? 

I'm fine. I ' ve Just been enjoying r eading yours and 
Celler's ~ebgte on -- or r~ther J oint report . 

WhPre was that in? 

The one that you gave? 

Yeah . We -- last night night -- I mean - - "h• t -­
~>~here did you get 1t? Oh, did yott ePt a copy of it, 
d 1<1 you? 

I got a copy of the t alk. I got 1t fro~ tb~ r adio 
etation . 

I see. 

And - I think tha t's ell to t he good . 

You tb1nk it's - - you th1nk what? 

I t hink it' s all to the good . 

Fine . I'~ glad to hear you BAY that-- I -- I, of 
course, naturally -- wha tever any - - whatever -- ~hRt­
ever we do we nat urally get ahold or you and Hanee 
and -- and cooperate right along, but I th1nk it'n 
a -- I think 1t ' e a goo~ i~ea tor some of ue to --
of course you can ' t - - sometimes you can ' t go as t ar 
oe you'd like t o, but to -- trom - - as t ar as the 
Ado1nistrat1on is concerned to -- to see that the 
damn thing isn't otolen BWPS trom ue. 

Right : I don't know who helped you or 1t anybody ~~ ..... -
ed you , but I ' d l i ke h1M t o help me sometime . 

Why ~e -- there's a f ellow by the name ot ~elley 
th~t prepared ~ost of that stuff t or ~aney Celler . 

Who ' a Kelley? 
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He's connected with Georgetown in so~e way- or was . 

Uh huh. 

A darn cepable fellow. I only met him the other day 
and he - - he had drawn up a colloquy without even 
consul t ing me, and then they oa~A over to my office 
the night before las t, and then I -- I made some 
ohPngee which I -- made some of my statements more 
affirma tive. I 've - - I 've always f el t t he turt axee 
were t oo high . I -- r~~ nkly -- of course, you and I 
know how those go ln. That went in thr~ugh the 
LaFollette group, you know, 1n the Senate. 

Yeah. 

And I ' ve a lways felt that they were t oo high; they 
interfered '!'i th individual 1n1tiativnese --

Yeah. 

And the moet ill iberal t hi ng t o ~e 1s anything which 
inter~~ree with deters the individual i n do ing 
something wh i ch is all right. 

Yeah. 

I believe in taxing them , but I -- but I -- anything 
tha t interfer es, I think r Pally, is illiber r l gover n­
ment. 

Well I 'Q glad, Jus t ~t this t i me, t o have you and 
Cel ler -- bec~use - - I mean , I 'm not underwri t ing 
evP.ry t bing t ha t you fellows said, but I t~ink i t ' s 
g lad t o have seid i t J uct a t t his time. And I t hink 
i t ' s al l t o the good, and whenever t he Ways and Uea.ne 
i s goir~ t o be ready, whY I '~ r eady . 

Well , I 'm glad -- ?;ell , fin e . Well now, of cours e, 
we 're on tha t social security now. 

Yeah, when do you think you 're going t o be r ePdy? 

Well wh~t we're do i ng -- of oourse, y~·J know the r eel 
J ob we're doing 1n social security i s laying t he r e­
cord to form public opinion agains t t hese fellci~us 
schemes . 

I know. 
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And I rea\ly th1nk we're do1ng a good ePrv1ce trom 
that angle because it means 8 lot of t1me and all 
that, but we've got to meet 1t eome day. 

Well Just keep th1s 1n m1nd - I'm going to t ell th1e 
to Jerry Cooper when I see hi:n at noon - I expect to 
go away on t he twenty- fourth or this month. 

Uh huh. 

Will be gone tor two weeks. 

Yeah. 

So whenever you fellows start on this tax bill or 
course, I want to be there the first ~ay. ' 

'fell, the -- you know what entered IllY clnd -- why 
don 't you teke - -Jerry, o f course, i s chai~n of 
the subcommittee and a fi ne f ellow --

Yes. 

And I'm -- I ' m on the subcommittee also . 

I know that. 

Why don't you suggest to Jerry tha t before he -- if 
~e don't have any ~fficial meetings or the sub­
comci ttee that -- sort of get the Democrats on i t 
togqther e? he can -- eo before you go s"ay we can 
get 1nto a sort or a little huddle and have a 
idee of wha t you -- wha t you have in mind. 

What Bob Daught on calls hie kitchen cabinet. 

~actly . 

I'Ll -- I 'll suggest that. I -- t hat's a good idea. 

That's - - th~t was what I --I 've had that in mind 
and I t hink it would be -- we rell?f'B cAn be -- we 
fellows c~n be sort or looki ng into it ourselves 
and then -- t hen we'd be in 8 position to -- where 
we could carefully get the advantage of anything and 
then - - I mean from a public angle - - and sort ot 
lay the f oundation. 

Well --

Any -- any plan you heve we could put through t he 
House. 
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Well, tha t isn't wha t we wanted - - I egree with 
We Pent t he party to get the credit t or tt. 

Certainly . 
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you. 

And I want to work with you f e llows the wey I hav~ 
f or stx year£ now. 

tTh huh. 

And :-hen I see Jerry I ' ll tel l hi~ n~r. if be wants 
t o havp A little meeting anyt i me , ~by I'd love t o 
co~P up en~ stt d~wn with you fe llows . 

WP.ll I -- ! ~ersonslly fe pl - - Jerry end I ere vPry 
trtend~v. I'm A greet ednt rer of his; I -- ther e's 
-- the subco~ittee as a oattPr 't feet, leet year 
vthen Fred Benson was appointed Judge , I said to 
Jerry and Bob Dousnton - I s ays , "I went you to 
understand my poet t l.on.• I ' m seni or to -Terry on the 
genPral coomttte e , but Jerry is senior to me on the 
suboollliDittee . 

Yeah • 

I r ecognize on subcommittee aent?rity . 

I say& - now once - - I ' m tell1n!> you tills so there 
will be no m1sunderct~nding - - I sAi d , "I' m not 
wa 1 tins tor you to come t o me; I' :n c~:1n:; a."\d l e t ttng 
you know. • 

nne . 

Then some co lulllll1st tr1 t>d to, •·htle we wer e hor.te, 
c r eate the 1mprese1on th~t ther P was a controver~y , 
hecause tha t was -- becauee cer tain -- I suppose , 
certa i n buetneee tnter este Poul d -- ~anted t o do lt. 

Yet>.h. 

Now ~hen I came b~ck I me t 9ob Doughton end Jerry 
and I told them the same thtng. I se i d , ·~!ever mind 
wha t any columnist said.• The ttrst I knew about i t 
was whPn I r ead 1t 1n the paper my!elf. And I said, 
~o matter wha t I t old you last year stands.• I 
eald , "Jerry Cooper ehould be chairmen ~t the sub­
committee, and I .. ant ~· ou to know, 3ob D.,ught~n , 
t hPt I -- t ha t c., f~r a e I'm concer ned , I ' m re­
commendl.ng 1t. • 
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Uh huh. 

And there's no embarrassment to me. 
f a ct I -- I -- it ' s only Just; it' s 
eo tha t you will have no feeling of 
embarrassment, I ' m telling you what 

Oood. 

And it's the only manly t hing to do . 

TbPt 1 s right. 

2.62 

As a mattf'r of 
only f c ir; 11nd 
d i s t urba nce or 
my vi ewe are. 

Because four or five years ago, you kno• , t~ey 
~orY.ed during the euomer time on the - - on tax 
avoi dance -- ! could have bP•n on the subcommittee 
t hen , but ! 1 ~ r a ther -- I'd rAt~•r been u~ -- I ' d 
rQther been up i n -- I ' d rather be 1n New'uamr>ehlre. 

Yeo.h . 

And, t.e l l , t hoee fellows - - the only fe!r thing t o 
~o i s t o recognize seniori t y ln the s ubcomclttce , 
and I'm-- and -- so th~ t I -- ! referred t o t his 
eo tha t you'll unders t And th~t my ste t e of mind was 
tha t I was for Jerry Cooper tor chairman of t he sub­
committee b ecause he deserved it. 

IJh huh. ~ell, I ' m g l Pd to have had a little talk , 
and I'll make the eusses tion t' Jer ry and see wha t 
wi!l hs,);>en. 

And tell oe while I ' ve go t you , is t her e anything new 
on my collector? 

No I haven't heard a wor d . I' m J us t si t ting tight , 
en~ I ' l l ge t my tipof f from the chairm~~ or the 
l'"tional Democratic Co11!J111ttee. 

I oee . 

And ! haven 't heard a word, and nobody has talked to 

me . 

I set yo:J.. All right. 

That's wher e she stands. 

All right, flne . 

OOoc! bye. 

All rlght, good bye, l!r. Secretary . 
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Yes , Henry . 

How Pre you as a cold expert. 
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Well , I tell you, we are solng to have an awful battle 
on that, Henry. 

Are we? 

I'd l i ke t~ talk to you ab~ut 
f ellows are l eaning the other 
they are all becoming fri ends 

I se e . 

it. Oh, yes. 
r~ay - t hey are 
:>f business. 

!.IY 
getting -

And they say thAt business - I t a l ked to sever al ot 
them , but we ' ll go along P little waye to see it we 
can "feel them out• a little. 

Yeah. Well, I'm -- I'm - -

I mean, I always l ook f acts in the f ace , you ~ow. 

Yeah . Well , when can ~e get t~gether? 

Whl! t ' s that? 

When can we get together? 

I'd like to drag this just a little bit t o see -- eeo 
l e t the Ho use - - it the ~ouse anould act a l l right, 
i t ' ll help a good deal , don't you ~no~, ~~~ I under­
etllnd t hey will. 

YeAh. Well, now 

By maneuvering a littl e b1t , you know • 

Yes. Well then you ' d like us to put the pre~sure on 
in t.he House and try t o get 1t through there . 

Yeah , ths t'e wha t I thought. 
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Yeah. 

It would help, you know. 

0. K. Well now, any time you - - you want to let -­
see me , I'm at your d isposal. 

Well I -- I 'm Just trying t o •reel" some of t hese 
guys out, don ' t you know? 

Yeah. 

Brown ot !Jich1gan i e apparently -- 1s awa.y from ue. 

Is he? 

I don't know who can handle him. 

Well, couldn ' t Prank Uurpby b~dle him? 

l'lell, he ought to, but I t hink be 'e one ot tboee, you 
know, independent s -- what they call the f ellows tha\ 
ore not rubber stamps . 

(Laughter) 

You know? 

I don't know those guys . 

Yeah, I know. 

( Laughter) 

You know -- you know what I mean. 

I know wha t you mean. 

Yeah. 

Well I ' m her~ at any time you want me. 

well I --you gave me a thought; I t hink I 'll talk to 
Frank about that. 

Yaa.\1. 

But he muet.D 1 t g1Ye me away. 

Oh , no , no. 
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Yeah. 

Well now l ook, anytime --

Maybe you ' d b etter do that , Henry. 

Ah 
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Or do you think I'd better do it; what do you think? 

Well , -- ab - - why don' t we both do it? 

Well , all right. 

Or mPybe it better come from you, I t hink. 

All right , I' ll call ~~~ up. 

I t hink -- but I want you t o kno~ this -- I'm tremen4-
ous ly inter e sted. Anytime 1 can help, you call on me--

Yeah . 

And I 'll come up on the Hi l l in fiv~ minutes ' notice. 

Yeah , well I want to - - the ~ork you'll have to do 
will be to see some of t heee fel lor.s . 

Well, whenever you 're ready, you tell me. 

Yeah. ~ell I -- or course, Adame, ! gues~ you can do 
nothing w! tb . I think he has settled th~ othPr ~83. 

Well, au~poa!ng we put the pr essure on the uouee end 
get it thr oush. 

Yeah . That's t he thing-- t hat ' ll hel p e. lot. 

And -- bow do you l ike our t ax program? 

Wel l, r.het i e it? I 've been trying to find out. 

Yeah . 

~e' s going t o l et the rich ott and tax the poor, or 
whet --

Oh , no; nothing l i ke t ha t . 

Well, I mean, I hear eo many r eports ot --
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Yeah, well - -

In the meantime Hitler i s -- i s movi ng to the east, 
you know. 

I know. 

He ' s keeping-- keeplng away fr om us. 

I know. ~ell, all I cen sBy i s we had a good meet i ng 
today and we 1 r e !:II' king s t eady progrese. 

YeP~ , t hat' s t he th1ng. 

Between Harrison, and Jer ry Cooper end t he Pr esident . 

Oh, 1e t hat so? 

Yeah , we're getting elong -- had anot her meet ing; .very 
good; b est feeli ng ell er ound . 

Good ! 

And each time a little b it better. 

Swell . The only t hi ns thet you 've sot t o get from 
t hem 1s vot es once 1n a whi le, do you know? 

(Laughter) 

Well all r ight , Henry, I' ll lt t.,you know when t he 
t hing gets t oward a f ocus , you ~ow? 

I understand. 

Yeah . 

0 . K. 

All right. 

Good bye. 
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SecrEtary of Stat e, 

':Jnshington. 

336, March 15, 7 p. m. 

PLAIN 

London 

Dated March 151 ~939 

REO 1 d 4 :41 P• mo 

?OR TREASURY ?RO:I BlJl'TER'''ORTH , 

l . In the coursE of a statement in the House of 

Commons this cftcrnoon on thE division nnd absorption 

267 

of CZEchoslovaki o. thE Pr1!11t lil.ni s tEr announced that of t hE 

pounds 10 mil l ion credi t i n thE Bank of Engl and (my 1191 

J anuary 28, 2 p. m. ) "thE l ot E Cz Echoslovc.kian GovEr nmEnt" 

had v:ithdrawn to datE pounds 31 2501 000 . The balancE 

or pounds 6 , 750
1
000 sti ll r030inEd in the Bonk or 

England and that steps h.~vE bEen t nktn so that no 

furthEr payments should be mndt "until t he situr.tion 

hr.s been cleared up and definitE conclusions rccched" • 

The Bri t ish Treasury i nformEd n e t hnt this uns 

all that could be publicly s aid at the moment but t~t 
the r enl f act was t hat thE Bri t1Bh Oovtrn:ncnt hod no 

dtfi ni t c information ns to rrhot rrould b E thE 

or thE co~poncnt parts of CzEchoslovakia . 
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A YtEll informEd c.nd ·rtlinblc Czech sourcE statEs 

tha t gold and for Eign asacts in thE CzEchoslovakia 

Nati onal Bank nmounts to the equivalent of pounds 25 

milli on; that about pounda l million of the monEy 

advnnccd by GrEat Brita in which baa comE into thE 

possession of the Czech authorities rcnai ns allocated 

but unspEnt ; that the holdi ngs of foreign assets 

by Czcchos10V'lld.an ci tiztns vth1oh h.•wc bEEn declared 

and depositEd ui th thE Czechoslovaki an authori t i es is 

"very substanti al" ::md must toto.l \'tEll over pounds 10 

million; thr.t thErE nrc no doubt hidden reserves of thE 

Czechoslovakia t:ational Bank and forEign balances and 

assEts of othtr Cz<choslovc.k banki ng i nstitutions. My 

informant point ed out t hat bEsidES these foreign assets 

vthich uill in due coursE pass i nto Grrmnn ha.nds Gcr=ny 

tt i1l also acquirE much nEeded loc=ot1vcs nod rollins 

stock, thE usc of three bi g arnarcnt pl ants as u cll 

~s existing ornaments and oi rplnnEs e On thE other 

hand Germany will also acquirE thE burden of supplying 

rnv: rnc.tcr i a ls to Czech industry if i t 1s to bE 

beneficially onploycd. 
2 . The British security markets haVE been weak 

today but the volunE of tradi ng has not been l nrgto 
ThtrE 

' 
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Thtrc i s no ~tnosph£r t of tension ouch as existed at 

thE t i r.: c of tht nnechluss not to ment ion the cri sis 

of lr.st Scpte:nbtr but thE tearing up of the Munich 

F'our Po\·t er Agrttllltnt vdll leave a l nst i ng i mpri nt 

on the c i t; nnd on Bri t ish public opi ni on gcntrc lly. 

3 . In thE coursE of n convtr3ntion la~t evening 

Ashton-Gc:., tki n told nc of hls recent d iscussion v:i th 

Fun!~ touchi f13 on ctrtnin f i na nc i r.l =ttcrs which =Y 

£69 

be 1:orth rccountinti ::-,~ h~vins i n- bEtl; tcn- thc- 11ncs 

s1gn1f i cnnc E. Funk :-Jr.int~inc c\ thD. t hE ur>.s pErsonally 

opposed to Exch:.ns c controls vthich h e termed " n cursed 

syotEn" nnd Expressed o dta ir E to consolidr.tc Germany ' s 

cxtcrn~.l debts i n .., s inglE loan. His vce;uc and 

ntbulou9 pl an r!a s that thE B. I .s. should cons olidatE all 

Gcr· ~~ny l s t>:tcrnal long- tern obligat i ons uhi ch Gtrrumy 

r:ould then <>grtc t" servicE :-.nd ~J:~ortizc . Furthtr-nort 

thE st~ndstill credits should be divi dEd i nto 3 (9) 

current trndi ne; cr E•li t s :md more or less f ixEd 

i nvtstncnt crEdits ; thE l nttcr ~ould bE consolidat ed 

r!i t:~ thE ).ong - t cr"!l ?bli g'1 t:ionn . Funl: claiMEd t hr. t hE 

felt it m.:; di::;ur·cEful t h ·.t Qcrr.~an f c r Eign obliga tions 

should be selling -.t r di ::;count. t.broad. He s tated thot 

hE 1\.'\C: 1nf<Jrncd HitlEr t h:'.t 1t r•as :\iS ultimatE aim t o 

establish 
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establi sh the mnrk as " noble" i nternat i onal curren cy. 

Vlhtn quer ied abou t thi s ht t:~dr.tittcd that h e 1m s 

thi nki ng i n t erms of a two mark syston; en i nter nal 

bark Ylhich Ytould preser vE i ts i nternal purchasi ng povtcr 

e nd a n E.xtcrnal =rk for transactions abr oad. ;Then 

a sked ho~: such a srston t:ould differ from EXchange 

con t r ol ht grot even va guer. But Tlh.at •:a s clear 

vtns th.'lt hE r:as seri ously concerned 'lbout the German 

b ol a ncE of payments . ··~hat sce:ms ole::.r t o mE i s that 

a rcarrnngcmcnt of thE standsti ll to i ncludE somE 

such di ff Erentiat i on as that mentioned cbovE i s 

b eing thought about . 

4
0 

ThE dollar has bttn strongly bid al l day. 

ThE main suppor t for thE pound cnm~ through thE Bank of 

Fr ance s elling dolla rs freely and buyine substantial 

quantities of fra ncs . or the 155 ba rs cold c t gold 

f i xing 23 17ErE m:~rr!Ed o.nd th£ 9riti:Jh fund suppliEd 

t hE remainder. llo subst:mtinl clea l1nt;3 occurr ed o.ftcr 

JOHNSON 

270 
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PAJUPJIUU or 'lKLmJWI UOEIVD 

ntCII: Allerioan limlaeay, Paris, J'ranoe 

DATI: March 15, 1939 1 5 p.a. 

I O.: 48S1 

FROil OOOIRU. 

271 

The bree.king up of OzeohoslO't'akie 1e reneoted in 

continuous narYouaneaa on the Paris exchange .arlte~. This 

morning sterling wee gained by the French control, but 

the control has been s elling dollars through Guaranty, 

Chase and Lesarda this anernoon, preauaably t o help 

relieYe pressure on the Br itish control. By half-pa.at 

three this afternoon Guaranty alone had sold ta,ooo ,ooo 

for the control. It was necessary for the rente fUnd to 

interYene to suppor~ French rentes. Although it is not 

e;xpeoted on the Parle market that France will becoae 

involYed 1D any international caapl1cations because of 

t he happenings in Ozaohoslovaltia, trades are soaewhat 

confueed beoaWie theee mcwea baYe been so euddc. 

I refer to the second par&graph of my telegraa of 

March u, Io. 478. 

Market gossip is to the effeo1; that the P'reDch aiJ:­

year oonsol1dation loan will be for the suas I aentioned, 

will oarry 3 3/4 percent inter .. t, and will be iuued at 

98. BoweYer, I b&Ye not been able to get official confir­

.ation aa yn, because the official of the P'rmoh Kiniltry 

of nnanoe with wh<a I apoll:e at 4 o•clocll: today said the 

arrang•ent bad not bem finally concluded. 

DD JIISSAGI. 
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!'!!]r: 

Operator: 

;.;JlJ r : 
Jnrneo 
:'e.rley : 

~:~Jr : 

F: 

,. .:.r r: 

r.::Jr: 

F: 

~: 

tt.:J r : 

~: 

::!..' Ir : 

":JJr: 

F' : 

~""!!Jr : 

~: 

? ello . 

!.!r. Farley. Go ahead. 

Hello. 

!.!arch 16, 19:59. 
4:18 p. ta . 
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Hello, Henry. I thought I could see you today, but I 
got all jam~e~ and I ' m e~ing t o be late tonight, but 
I'll be back next week and ! 1 11 give you a rtng j ust 
as soon es I get back. 

\':hat a pal ! 

Well, I -- I juet c~n 't b~lp ~t. 

~ . K. 

!s ther e anything special t hat .. ..• 

!lo. l'o , ! Just wanted t o ewap storiee .. tt.h you. 

0 . K. Well, I' ll, ;>osittvcly, you con count. on it , 
I ' l l glve you a ring Tuesday when I ge t in. 

I want to tal k to you About Florida. 

YeAh, 0 . K. "'e d:>o~n 't want t o do nnything down t b11re, 
tor ~d 's s ekP , does he? 

Yeah. 

:!c does? 

Yeah . 

'·'qll, it's Just t oo silly t or !:'?r ds . 

And b'>W ! 

Huh? 

And bow ! 

Can't you talk h im out of it? 

~ell , I'm etill sitting; I'm old Sitting Bull. 

Yeah. Well I'll-- I'll go to him then. I'll try ~ 
help you on that. 
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I need some help . 

! don ' t tnow whether you need - - I c~ be or eervi oe, 
but I ' ll do what I can. 

Yee , you can . I need some help ~P~ly. 

\Vell, I ' 11 t ry to help you t her e . 

. 0 . K. 

I just &ut ographed a photograph f or ]Ou an~ I ' l l read 
the in&cr1pt1on. I truet it will meet r.ith the 
your approbation; t hat ' s a goo:i word, 1en 1 t it. ? 

Very e.,od . 

"A r eel ol :i friend wh., has my moet e1r.cer e r espect and 
sdm1rat1on•. 

'Nonderful ! 

0 . K., o;1r. 

Thank you very muor . 

All right , ?enry. You ' re all richt yourself, ~re you? 

I'm -- I'm pretty well. 

Good . Well, tPke it ~asy ; and ~sep cool, cal~ ond 
collected. 

All right. 

o. K. Oh, protect~ interests tomorro~. 

Right . 

Al l right . Th~nk you, Penry. 
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FEDERAL.. RUI'AV~ DANK 

OF NEW YOR.C 

OFF' E C ORRESPONDENCE 

(X)NFI DallAL m• 
TO 

DATE ..... lf, li·-

5UOJECT1 'fii.IPBOIJ <DI'nll.diOI WIB --
L~ w. l'aaoll:e 

lAIIt 07 •oLAJ '~ 

I ..Ue4 llr. lolta a 101110 --· llaropo •1 ..._ .. , 

be aalcl., mel. l-.i•Panl7M4 •• UUert1 pl•1 1a CMOboeloYakta '••• 

oliiPUo It ftl -•h1111 \ha Delloq had. apeoted., fhere wale!. be a 

crowinc to.U1111, bo ~b,, \ha\ .. are Dow llYiJII 111 a ooDcl.iUoa ot 

ar.aecl. poaoo or llleodloaa WU' 'ld.Ul Ulo PI'OIJioftl ot opea wartuo 'baoo.lal 

tnnUablo. tho a.U two or throe wotik11 ho taU RI'Oall7, wou14 lll'lac 

a renewal ot tho nscb\ ot a.plhl hoa llaropo to .a.onoa. ·-llhllo 

t he urkeh won depre11ed tla\ DOt p.,._1ealul7 anlYo. lo ba4 doDo 

U,eoo,ooo, tho Dla\ob bad. aolcl. ta,OOO,OOO and tho Freaab had had \o 

111pport tbelr aurr•07• lbo bole • ftl pnet1oall7 on the 101<1 po1a\ 

to London tDd \o low foiiiiJ tho 1111111 treao had tumecl. woakor. Bo 

didn't tb1nk tha\ ~ 001114 bappc 1a tho am tew noka wbJ.Cib 

would brltW &boat a r.-um of ooettcl.•oo• l atlto<l bow tho la" I 1/1 

mootba na4 loft \bo ll'l\llb IWld.J ba4 \h• lon o•or \ha\ pol'lod •• 

•aa~Sed to hold. tbtltr o.a. Bol\oll n•'' 91lto aura ot bla tlauroo 

other t b.an tha\ \h'f' cl.ot1a1tol7 bad. DOt lo1t 011 'babDOO a1DOO t ho 

trld of tho 70U' lN\ prolllbl7 &a1Jae4 111,000,000 OJ' IIO,OOO,OOOo 

Bo 1114 ao\ laaow \ho d .. ot CIOOb llalmool 1a La._. 1M 

laUonal ~ ._.. 1 ••11 nor11Ac • ...,, w1 Ul \ho IIDk or -1•4 

and 1D aci.II1Uoa pJOllalalT a .. .., or oo otlaor oo.-tl wl~ -onlal 

ll~nlcl. iho I.Uoaal ••' 1 aolcl. bo141811 wl\h \ho ••• or ..,1•4 

Llllan 
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) I'H.LS IIO.~~iiiiiiii;ALa·~- ;~;;· • 

lPPaJI (II li' ::JL~ CQHStJI 
Pia SLIP M**C •6CUQII 

ltarch lS , 1959 

The Honorable , 
The Secretary of the Treasury . 

t;y dear Olr . Secretary: 

Under date of Yeb~dnry lS, 19o9, the President 

addressed 8 letter to me in ,rhich he expr eeseci tho desire 

tlu: t I ·.mdertake to eaune 8 tborou•h anc co:rvrehensi ve 

study to be made of existinr prnctice auc proce<iJre of the 

various 8uministretive boards , agencies , anti co~oisslons 

of th~ Federal Government, with a view to ~etectlnf arv 

exiet~ng defici encies and pointing the wey to improvements . 

I enclose a copy of t he Pres ident's l etter . J..ccordinr·ly 

I have appointed a Co=ittee on J.c!l:li:-lttra the Procedure ' 

to undertake this task. Tbt. ce:::bc:-s or tont Committ~c are : 

Assistant Attorney G.,neral ~!or!'is, ChaL,.,..n ; llonoreblft D. 

Lawrence Gr one r , Chief Justice o~ tho United States Court 

of Appeals for t!:e Di strict of Col=b1s; Solicitor General 

Robert H. Jackson; Assistant Attorney Gener &l Crrl ~cFarlsnj ; 

Assistant Solicitor General Colden r. . Bell; Honorable Art hur 

T. Vanderbilt, of llewerk, New Jersey; Honorable t'eat1 Acheson, 

of 7/ashington , D. C. ; Professor Heru-; Hart, of the Horvt rd 

Law School; Professor llerey Schull:w!, or t t.o Ye.l~ Lo>: School ; 

Dean Lloyd Garrison , of the Wiscon•ln Law School ; Professor 

Ralph Fuchs , of tha Washington Uni'tersity Law School, und 

Pro,.essor B]sthe Steson, o!" t."te !.:ic!'db&n Len Sc~ool . 

I !IDve also provided for tha establishment of an 

Advisory Committee to consist of on6 rep~santative ~1"03 Pach 

of the several administrative boards , agencirs , enti cocmissions 

of the Federal Governm•nt, sucb representative to~· desi nt ted 

by the head of t he department or indep~ndent establishment con­

cerned. I would th'!!'efore appreeh te 1 t H you would designs te 

a r epresentative as a member of t his Adviso~; Co:mittee for eBch 

administrative board , agency , or commission under your authority 

and co~unieate to ae the n~e of such representatives . In esse 
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you ere 1D doubt sa to the Yarious units within your 
department which should be represented, you might appoint 
n general representative to confer wlth Ur. !.Iorrie on th is 
question. 

I feel confident thnt , with the cooperation and 
oesi Gtnnce of the Advisor/ Commit tee , and sub-committees 
thereof, there can be accomplished a very valaoble contri­
bution in t~is difficult and eyer-growin& fie!d of adminis­
trative law. I need not , I 411 sure , eay that I will sincerel,y 
appreci 8te your cooperation 1D this connection, and th&t o! 
tbe aclministrative agencies under yo-.>.r direction. llhen t.'>e 
mecbcra of the Advisor/ Coaaittee haYe been oaced, tbe Cbairman 
of t he Committee on Administrative Procedure, Assistant Attorney 
Ceneral Morris , ~ill call a meetin& of tbe AdYisorJ Co:mittee 
to pl an its work. 

Very sincer el,y yours, 

Attorney General . 
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March 16, 1939 

4 p . m. 

Present: 

Dr. Feia ) St D 
Wr. Steinbauer ) ate apartment 
Wr. Lochhead 
Dr. White {for part of meeting) 

Dr. Feis : Welles is simply gasping for breath. 

t hen 
so I 

IIW ,Jr: 
he started 
said fine. 

I spoke to him because I had a call and 
to explain and said you were coming over, 

Dr. Feis: There are three matters, all or which 
are connected with t his Czech-German situation that he 
wanted to put up to you. 

Simon announced in t h e House of Parliament today 
he was asking the Bank of England not to make any exoep- ' / 
tional transfers and we thought we would suggest to you , v' 
in the light of Simon' s announcement , did you want to 
consider that the Federal Reserve do the same thing; that 
t hey s hould not make any unusual transfers without con-
sult 1ng you. 

Mr. Lochhead: The Federal only has $19,000 
balance with the Czechs . 

HW,Jr: What do y~ want us to do? Just tell 

me. 

Dr. Fe1e: We are honestly thinking out loud. 
Do you want to discuss it with the Federal Rese rve? 
I am not very well prepared on t his because the thing 
has all come up like a cloud. 

The Czech Government -- in the first place , the 
t hought is Czechoslovakia owes the United States Govern­
ment a bout tl65,000,000. She has certain bonds issues 
out in private hands. All we know ie that when Germany 
took Aust r ia it took all the assets of Austria everywhere 
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and has not recognized any debts. Therefore th 
thought naturally presents itself, Are we just go~ng 
to let it happen al l over again? Nobody knows 
There has not been t1ne enough to think abut i t 
but in the event we should, it might be he~ptul l f 
any s tuff that ei ther the Czech Government or Czech 
banks had over here were kept over here. I don' t 
believe we have any legal authority to do that but 
it is s omething we thought you might like to t~lk 
over with t he Federal Reserve . · 

J.lr. Lochhead: Hay I speak here? When this 
came up , I figured on the Export-Import. I called 
up Whittemore and asked if they had anything out with 
Czecho . They have out $100 ,000. It ie guaranteed 
by the Anglo- Czech Bank. I asked if t hey •ere taking 
ar~ steps to grab balances. He said Pierson had gone 
to'New York • • •• 

Dr. Feis: Pierson 1e here . 
fifteen minutes ago. 

Spoke to h1m 

Mr. Lochhead: L~ybe he was t elephoning. The 
Export-Import Bank' s loan to Czechoslovakian interests 
is guaranteed by the Anglo-Czechoslovakian Bank. The 
Anglo-Czeohoslovakian Bank has enough balances in the 
Chase National Bank of New York, at the moment, to 
cover t he obligations due t o the Export-Import Bank as 
well as t he obligations due to the Chase . 

Dr. Feis: There's your beet example. 

~76 

Ur. Lochhead: I sai d, "Are you goir~ to get an 
a ttachment? He said, Our oblihati ons are not due yet . 
I said, It seems to me it is up to some of your legal 
peopl e to put eome stoppage on t hose whether t hey are 
due or not . Whittemore sai d , Of course the Chase Bank 
would not honor any call on t hese funds which might 
come from t he German Government's representative in 
t he United States . I pointed out t hat the danger was 
that the Germane would take control of t he Czechoslo­
vakia n banks and send cable instructions, properly au­
t henticated according to the Chase's code arrangement, 
ordering payments out of t he Czech's bank balance on 
Chaee 1 s books. 
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HK ,Jr: · Let me call up George Harrison. I 
aay, Geor ge, talk this over with your attorney if you 
can put a atop order until we can think about i t . If 
you think you are f airly sure you can ge t away with 
it, tell t hem to hold up until we can ge t a chance to 
turn around. 

Dr. Feis : The New York banks. 

HK,Jr: George Harrison will call up the New 
York banks and say Washingt on wants 24 hours - 48 hours 
to t urn a round. During that time if you can hold up 
transacti ons, we would appreciate it with no recourse 
on us . They have to do it pur ely on a volunteer basis. 

Dr. Feis: Welles wondered if you wanted to say 
somethi ng like t hat . 

(At this point, Hll,Jr olaced a call for either 
George Harrison or Mr. Sproul.) 

Dr. Feis: Also those bond issues . Congress 
might want to do something about it , pass a law author­
it1ng the impounding of this stuff , but if the stuff 
is out of the country 1 t has not hing to work on. 

(At this ooint, lni ,Jr spoke to <klorge Harrison 
and record of the- convers~tion i s attached. ) 

Dr. Feia: Thanks. 

HK ,Jr: That ' s number one . 

277 

Dr. Feis: Second: countervailing duties action. 

KW,Jr: You don ' t want t o walt until MondaY week? 

Dr. Feis: You have t he idea. Welles i s plan-
ning to call in Thompson tomorrow evening -- the German 
charge, and put hi m on record that this is coming. 

HM,Jr: Tomorrow ni ght? 

Dr. Fe1s: Tomorrow night. 
sat1s f actory to the TreasurY? 

Take it that is 

HM,Jr: Sure! The President so directed. 
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Mr. Foley; The sooner the better. 

(Dr. White Joined the group here.) 

278 

HM , JJ•: (To Dr . White) I don ' t know what you 
are doing , but this is more important. We have Just 
stopped all ,payments on Czechoslovakian banks. National 
Resources can wait . We have asked American banks 
voluntarialy to make no payments . We can't sit around 
and wait while you talk about electric power, soil ero­
sion! 

Dr. Feis: 
told the Treasury 
vail1ng duties. 

Tomorrow eveni ng the Chargh is to be 
feels called upon to apply counter-

That brings up the question as to what form 
Welles is to put this in and, aft er all , i t's a very 
technical and unfamiliar ground, so he asked us t o 
phrase up for him just whAt he would say and may I 
read it to you? •on the basis of a study of t he / 
actunl experience under certain so-called "barter• 
tra nsactions in German-American trade, the Treasury 
Department has come to the conclusion t hat those trans­
actions involve the bestowal upon German exports to the 
United States of a bo~nty or grant within the meaning 
of Section 303 of t he Tariff Act of 1930. The Treas-
ury Department therefore proposes , under t h e mandatory 
provisions of Section 303, to impose and collect count­
ervailing duties upon such i~ports into the United 
States i n an amount equal to t he a mount of the subsidy.• 

Dr. White: That sounds all right with a slight 
change . 

HM,J r : Go over and sit down there. 

(While White , Foley, Lochhead and Stei nbauer 
worked on the draft , Dr. Feis and HM,Jr continued their 
conference .) 

Dr, Feis: The third t h ing is thi s · 
am say in<; to you now • • •. 

What I 

H" .Jr: Excuse me a moment . (To t he group) 
I think you ought to read it to Johnson. 
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Dr, Fe1 s : This t hing is all subject to a 
meeting that will t ake place in the Department l ater 
in t he afternoon bet ween geographi cal offi cers , legal 
advisers and Welles and so on, but that meeting will 
consider t he subject i n t he light of this act ion of 
the German Government. 

(At this poi nt , George Harrison phoned the 
Secretary and copy of t heir conversation is attached. ) 

IU( ,Jr: What 1 s t his other thing? 

Dr. Fe is: A re eting is about to take place. 
The question before t he meeting is t his: in view of 
the German Government ' s action, can i t be said that 
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the Czech Republic with whi ch the Trade ~~reement ~<as 
negotiated is no longer in existence and t hat is so 
does not or is not t hen our Trade Agreement wi t h Czech­
oslovakia out of existence? That is the ques tion t hey ./3 
will diseuse this afternoon. Mt. Welles asked me if 
I would put this up to t he Treasury : i f t hat meet i ng 
comes to the conclusion I have indicated, woul d it not 
then follow that t he Customs would issue an order ? 

HU Jr: That ' s r ight? 

Dr. Feis: At once. 

HU ,Jr: That ' s r ight . 

Dr. Feis : SaYinG t ha t t hese rates were no 
lont.er applicable. 

HM ,Jr: That's r i ght . 

Dr. Feis : That's quest i on A. Quest ion B, re­
sulting from somethi ng I r4ised, whether if such an 
order was issued, should i t or should it not include 
a time period. 

IU( J . We do i t t he same way we did the other 
t hing. Ther~ay we did it before. Anything t hat was 
loaded on the frei ght oar ready to be shi pped; in t he 
care . 
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Dr. White : Or en route. 

HK ,Jr: I would handle it Just t he way we 
handl ed t he other. 

ohanoe. 

Dr. Feis: You mean Sudetenland? 

HK,Jr: It it wa s in the o ars , •.• 

Dr. White : Whichever gave them the greatest 

H~ .Jr: Consular invoi oe or in the cars. 

~r . St ei nbower: Another question . Not only 
do you atfeot glassware from Czechoslovakia, but t hat 
would also automat i cally refer to imports rromBelgium. 
That would not arise in t he Sude ten oase . We with­
draw t h is concessi on not only from Czechoslovakia, but 
every other country • ••. 

HM,Jr: You mean because if you had a trade 
treaty with Czechoslovakia , t hen that same concession 
also went to Belgium? 

Dr. Feis: That' s right . 

Nr. Steinbower : It goes to every country ex­
cept Germany. 

HW,Jr: Let me ask you t his. Legally, couldn' t 
you as a triendly gesture continue to let Belgium have 
it? 

Nr. Steinbower: Not 1f you let the agreement 
go out or existence. 

Dr. Feis: There is no way. 

Dr. White: But they are not so very important 
for the other countries. 

(At this point , HM,Jr asked the operator to have 
Mr. J ohnson or Customs come to h1s of fice.) 

But this can be done, by virtue of the t act that 
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Czeohoslovakia may cease to be t he most important 
supplier and the other country might become eo, we 
would have to re-negotiate. 

HM.Jr: But as of overnight you can't? 

Dr. White : I am not so sure it mi ght not 
be done . 

HH ,Jr: The poi nt I raise, it would beater­
ribly nice thing if you di d not puni sh all the rest 
or t he world Just because Czechoslovakia became uart 
of Ger meny, but I don't know. -

Dr, Feis : Unless J ohnson has some idea. It's 
all l egal basis. If it cannot be done, my thought 
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was s ince much or t his goods anyway is imported under 
letters or credit or acceptances with which t he Ameri can 
importer would have to go through with , the higher rate 
would fall on your American importer - - whether you want 
t o consider a 30-day notice . We are not urging that . 

HW,Jr: Let me get this straight. Suppose you 
fellows declare tonight - - when are you having your 
meet ing? 

Dr. Feis : That ' s t he point . The White House 
has worked over t his. Welles is so mad he can't see . 

HM .Jr: Which way 1s the White House? 

Dr. Feie: It' s not worked up on this specific 
thing . I t ' s general. The White Houoe is sore over 
what Hitler has done and they want to give some con­
side ration to i t , so Well es would l ike to do this, 1! 
possible , tomorrow night . 
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No11 , s ubject t o tm.t agreernent i n the mee ting 
thi:; afternoon- as I suy , if t•liS a-fte r noon ' s 
meeting comes to a nother conclus i on then for get 
this conve rsa tion . ' 

i•ll righ t . Wh a t •ve 111 do ls , the three of you 
go to «or~ with J ohnson - I•ve sent for h im - "nd 
begin to c r aw up rules :.nd regul~ tions for the 
Tre~osury ;.s o r (lJ C;;echoslOYLiti a beco::u, part of 
Greater Gerotny . rlicht? 

"/ell , I'd r cthcr .. o..t it t nis «l!y: as though the 
lndepend'ent Rei'.ublic o f ::zecnoslovekia, with which 
tnis tr<.de ;,gre"menl. .. us r:~&otilted, Yle:-e no lon~:er 
ln existence . 

••till (;;) j ust see wuether ti1erG is a chl'nce , in 
oolnb it, that do..c to t ht ~~nc~il&tion Jf the 
-:ze<.:n:lslovt kit n trE<.Ie ~ rct·ty - .m .. ther there ls 
~o possibilitl' vf extenu l nt.. tho; nuo.t- r .. vo r-eoJ -nHtion 
ul~~~c - is thtt lt , or ~ht..t ~o you coll lt? 

tn" s>.ru .. ra t .. s on tne st me uroducts ·coming f r om 
other c ountries : tolt. st..oe lo .... r~J r~J tes . .t:.ut-I' c 
virtw.ll:; cEort.,in lz.o;rt isn ' t . 

.. ell .ll<.Y I interru,>t ~ner·<.? ·,ho;rt •o;tlan ' t l:e t. 
-.ues b. on or" :nn int<.lnint t~.e:J 1nce!'inltt1Y; I tnlnk 
.. e •u "' v" tu rene.;oth· LE tnem . •ne <.Lestior . . :ould 
be, i l you wipec tnem out fro.ll v~ecaoslova.<i&, ,·.oulu 
~~~~rt bE; , ny .1·a ~ you could :~tl l i let t nem r un ror 
tnirty aa, s &guin:l~ the other countries . 

You f .,] lo1;s nev., ~ot t o explore 1 t . 

!hcrt is a tr1iru point . ~hbre is u difference 
between declarint: them un tndependent country ~<nd 
coosicJ.<.ring thee par t of Cermaey, and t hat is one 
"h icn ma y r elb te t o excnange ona tlle possibility 
tnat additiona l counterva i ling du ties. migh t ber 
lm;>osea , ~:here the goous a.rc du:n;>ed , oecause o 
thH t determination . 
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~et • s no~ f ace tnat one tonignt . Th& t' s still 
ar.otner one . 

uould you do this, Herbert , so tn:. t v. e gt> t the 
tning . 

You ' ve go t i t aown there . 

No , ~ s you !Jeoj)le cn.ke up your oinds or s hift, see, 
will yo u let hrchte Kno.;? 

.L Cl'n s ee tl1is meeting goine; on in the Lepar tuent 
l~r t. ll u ours . ..hile v.e ' re o ver t .u:re on th~ot , 
11 y-:>ur sttff cou lc. bE' const.:e!•!.r.y tnis on tnis 
suppositi on ... 

"v ', Jn th~ t vther t nlnt, / Ul.. tvl.)k vtft ... 

ile r e 1 t is. (r~~fcrring to u tt.u:heu summbry 
e t e ternent) 

-~. s 1 t S<t Lisu . .: Lor)· to you nv.,? 

Inste~u vf' s;.ylng 11 t. stuJ) c.t' the ,.ctual e:< ,.t ricnce, " 
let ' s StY 11 .Jn tae bt.sis ol' 1.n iLvcstigati j n of 
developments in ~~-~Lll~u 1 t&r t~r • t~&ns~ctl~ rls . '' 
JtntrPise i~ 1 s &11 rl~nt . 

If elles tnen re&.JS fr.;~.l tuis .. hen t uey • re seeine 
'lnoosen, tMt' s s&ti»H ..:~ory to toe •re<-sury . 

I:l tn&t ,;oin., t.o l.e .liLUE: 1>t.blic? 

llo . 

1 t • s h i s s t a temont t o 'l'homhen wnen ••e cor.~es in. 

'fhis is aAful s tr~>nec stuf f to .. elles, " no .te jus t 
.va nt to b e sure he ruts it in th~ t leneuage · 

l.nd the Pr esiden t of ~he Unite<:! !; t~ tcs directed the 
..,t~o te !Je;:>artment t o so inl'ur m the r .. pre~ent&.t1vt: of 
t.h"' Ger·m~r. L 1Dbb ssy here · 

out ao t the pr ess . 
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H.M.J r: 

r a is : 

il . :! . Jr : 
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:Ooley: 

H . .. I . Jr: 

rol ey: 

H. :.t . Jr : 

r ei s : 

H. :J . Jr : 

rEiS : 

H.:J . J r: 
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This is jus t to tell Thoms en t ha t i t' s comi ng . 

Now, when a r e you goint to t ake your action? 
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The Pr esi dent t old the Attorney Gener al to bring 
i n a ruling a week from Monday . 

'•ell, tha t put s the Oer aum Government on notice 
between no•w ••.• 

• • • snd a wee" f r om l.!ondE..Y. 

n week from Monday . 

uould you want to O. K. tha t ? 

Keep it? 

O. K. i t . 

O. K. it . ( Initials sta t ement) 

On t he ot her , I 1 11 get in touch with your gr oup 
in t he mo r ni ng . 

Now I ' m going to CLll you "Ca ut i ous Herbert ." 
.1.11 right? 

Tna t ' s fine . 

And o n the f i r st one - 1tna t lfB S t ne Gues tlon? -
I ' l l r epor t agreement . 

You ' ve got a hundr ed per cent cooper a tion a round 
nere . ~sn't he? 

~tinebower: Per f ect r ecor J . 

H.M. J r: x s u gold devaluationist, you're a l l right. 

~tinebo~er: iher e ' s one f urther 4uesti on on t his last point . 

Lochhead : 

reis: 

I • m glad Ge t ol d New Yor k we 1 r e sel f ish . 1 think 
it ' s time Ne started t o be sel fi sh. 

~hb t ar gument of George Harrison ' s is the sill i est 
one .... 
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H •.. !. Jr: 

r ei s : 
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reis: 

H. l. Jr : 

re1s : 
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Anything else today? 

No . 

if I bring up something ln u ki dding manner, do 
you promise not to purs ue it? 

Please . 

llha t ? 

).es . 

lt:s•? 
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I .1as all pr &pareo for cotton, and th&.nk God you 
dian 't mention l t . Cooo night . Good night. 
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~~ 1 ---. 
Oa \he baab of~ •tud.J of the ac \'Qal axper1aDCe 

Wider cerW.1~ a~led 1bar\er• traa•acUona 1a 

Oans•,..ar1can heda, \he !1'MWUJ7 Department baa 

c0111e \o the coDCl ua1on \hat \hoae tr.,..acuou 1nToh'e 

the b .. t owal Ul'Oil Gen11111 exporia to tba Unl\ad States 

of a 110'411\7 o r c:ran\ w1 thin tba .. ..unc of Sec \ion 003 

therefore proposea, under the SAJ~datory proTlalon• of 

Section 303, to lmpoae u d collec t cOUDtena111~~C dutle1 

upon auoh l.aporta into tba unuad Stat .. 1D ao t~~~~O'Wit 

equal t o tba caOWit of the .ube14,y, 
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Oper e tor : 

:Z!!Jr: 
0'Porse­
?n:'ro!.eon: 

;.:::Jr: 

:::·Jr: 

r!l:Jr: 

t.: . 

::.:Jr: 

-:,:, 

" ' . . 
F!.iJr: 

::: :.!r: 

Hello. 

Governor Harrison. 

Hello. 

!'ello . 

!-'cllo , Geor ge . 

!'ell o , ':enry . 

!.larch !.e. , 1930 . 
(;10 p,o, 
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Ceorse , ~erb~~~ FP1e 1& here frj~ t he St2~e Dep~rt~en~. 
I ' ve got~he loud speaker on, see• 

Yea . 

They 've come 1n, 1n an informal w~y. t o t Plk to us 
about deposita of both the Czcchoelovak!en GovArlnm,•n '~ 
and banke 1n Czechoslovakia , of deposit ~ ~n :•pv· 
You eee? 

Yes . 
~·ow , the t 'l'-ng haa come so r s.ct - - tal'l:!ng t or t.hc 
~~lr.letratlon -- we don ' t ~~o~ wher e we' re at. 

Yeah. 
And t'le thought was t h• t lf you thought well of !t, 
t ha t you might, on a strictly per sor a l besle, aek t he 
!-!e~1 Yor k b&nk.S 1f they could hold things up t or 
twenty-four or forty- eight hours ; at lea~t forty­
ei ght g?urs , HerbPrt Fe1e says -- until we could 
turn ~round and uee where we 're at . 

Yes . 
They'd hrve t o do 1t a s a volunteer measure without 
r ecouree t o you or r ec,ur se t o ue . 

Yes . 
See? eut the state Departme~t reels t hat 1! ' t hat 
c,uld be done , 1t would gl•:e us a chance to mow 
where we're at here. We don ' t know wher e we're at 
no1f. 
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::: :Jr : 

~·Jr : 

-:.: . 

:1!~ r: 

H: 

ill!Jr: 
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Well , I 've gone over the situation pretty well her e 
a~eady • •..• 

Yee . 

And all the banke th~t ! have talked to will probably 
honor r o u t1n e dr!lft e . I mean , drat te that mo.~· htwe 
been put in the mail lons betoro yest erday. 

Yeah. 

I don't t r.ink &ny of tholt will make a.ny unusu,l pay­
:uents . 

~ell ~ow, do you thi nk, i n vi ew of ~ conversation 
~ith you, tha t you a1sht talk t o t he core important 
one s on a ;>>~rely intorcal basis? 

Doee t his relate not only to the ::::echoel.J:•.;J: :let1onal 
Bank but to all commercial b~nks? 

Yea . Yes. 

And your idea i s to hold up all payments? 

Well , - - just a minute , l et me ask Fete -- j ust a 
ninute. 

(Telke aside) 

Just a mL~ute , George, please . 

Yeah. 
(?!lUBe) 

The thousht is t hat all 1mport ent transactions, see? 
Hello? 

Yes . 

I eu pose i f t '!:lc check ""o drewn , say, prior to 
tp r<:lay and is " l egi t i1ne te commerc1Sl trllneo.c t1on, 

~e~o~ ' t s~ppoee you osn ask the banks to hold it up . 

Yeah , I t hink that would be a mistake. 

But anythi ng, I would say, that-- t hat cince yester­
day, which i s an abnormal transaction, and if they 
could hold t ha t up. 
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~ee. All i mport ant traneact1ons or1g1nat1n~ e1nce 
yesterday. ..., 

Yes . 

Well th~t' s all right. Until - - tor tr.o daye , or 
until ••.. . 

We l l , let's -- l et ' s say until llondey the -- or 1! 
the State Department knows eocner, they ' ll l et us 
know at once . 

Yeah. 

To~ay is r.hat, ~ednesday? 

Today i s Thursday. 

Thursday -- well, 1! t hey could -- until -- until - ­
let ' s say unti l Uonday end then the State Department 
by Monday v:ill -- will contect me ag9.1n. 

Yes . And t hen -- t 111 I hear something more !rom yJu. 
Well now, I can mention t hi o conversation. 

Yes . 

ThRt 'll mP~e it much simpler t or me . 

Oh, yes, and tell t hem --but tel l them - - we're 
asking t b is but -- it ' s a volunteer meeEure end no 
r cooursA on yo~ or ue. 

Yes!t. 

But the sugges tion come£ , you can put H, from the 
Adm1n1st r P.t!on. (Aside : !e that all r ight, ~P.rbert?) 
Yee trom -- from the AdM1n1str~t1on . 

' 
Uh-huh . 

See? 

All ri.ght, I see. 

No"', le•~ me ask your advice . Do yo\1 t h!nk thie 1e 
all right? 

Well, ! think it'e all right. I thick t hAt they ouebt 
t o do it t or their o• n self-protection, f renkly. 
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I t hink the way I would do i t ie hold i t u~ until 
Uonday - - unless there ere further developments ln 
the meantime. 

'Jh yes , yes. 
:> r bed , I ' ll 
a t once . 

Yes . 

And if t her e ' s an)lthine; develo)e, good 
ask the Sta te Department t o le t me ~ow 

But I ?:ould like this t o go out Etlll t.onlght , lf 
you don ' t mind . 

···ell, I' l l see what I can .. ... 

By phone . 

Yeeh. 'Jell no••, :'ll be t'r~ rv: ..-l. t h you. ';his c;orn­
i ne; I csue in - - I, or cour Fe, th ,ught about our o~n 
a ccount. 

Yes . 

''le hFwe nineteen t housancl ·1 oll~rs :mly of t he Ctecho­
elov&k Uatlonal Bank. 

Smart boy, huh 1 

And I gave order s th~< t no payments wer e t o be made 
out of that account without consult1~g with me. 

Yeah. 

And then I changed it so a e t o say that any payment~ 
or1gin,.t1ng before yesterday 1 n usual course, could 
be pa id. 

Could be ;:>ai d? 

Yes. But anything etnce then, would be oonelstent 
wi th what now you're asking ... . 

Yeo. 

Now . •. .• 

well , I'm aski ng exa ot ly the eace rule t o be aJ)lted 
t o comuer c lal ban~a tha t you ap' lY t o your own. 

Yeah. 
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Exactly the samP. 

YPeh . You may be interested -- ! d"J n ' t '" D I': "'b~thPr 
y ou k now it 0r not , but S1r J ohn Simon Rekcd thp 
e:mk of England t o <lo the BI'M" t h ing. 

,"'!ll I -­
HPr bArt?) 
he r e. 

! d0n ' t know. (Asid e : Tlt<l '' ?U ltnow tha t 
~erbert s ey e thn t's ~hat br~ught ~1m ove~ 

•~c u, : thou_<Ult may?c an 1r.qu lry :0: !!l~dP of ·::>ffet t.l>~& 
::::>r nlng C•Rdc - - they -- i n trying to h e lp no ~~~~" hfllp 
t~e mttr k e t , I apol!:c ~? t!o!"!'Gt en<' ~oli ~!m th" t. t 'le 
~cwP~, ~er re~ort .... . . 

Fei~ kn?ws ab?u~ th1~. Th 1e t s ~11 ne~ ~? r.c , see~ 

YeP h . 

But ~elF ie nodo ins h is hf'Rd . ~e cee~~ to know all 
P.b"JUt i t . 

l'h - huh . 71e ll , al! ~ wE>nt t o cl? i s t "J Ps% them v:hPth 
tht'Y could confirm r umo r o th<t t. the 1-.='my h'lc t 'lken 
ove r u~;! banks . ~e d i dn ' t kno>~, but sl' i 1 he r.o ~l.d 
send e ca b l e 1\ntl see ·.7'11' t l:c coul~ find :>ut. 

We ll , he ' .£ n">dd i ng h i s h 'Rd a nC. ! ."')'lng t!la t th» t. cehl.c 
•:ent 'lUt. 

I ~3e ; 'll l r i gh t. , s 1r. 

Than it you ver;; much. 

G?od bye . 

Ch o c' bye . 
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Secretary of Stat e, 

W'lah1ngton . 

346, March 161 7 p. m. 

PLAIN 

London 

Doted llnroh 16, 1939 

Rec 1d 4:06 p. m. 

FOR TREASURY FRO!. BUTTER':IORTH. 
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1 •. The Ch::nc Ellor of the Exchequer announc ed in the 

House of Commons this afternoon t~t no request bad up 

to the prEocnt t i mE been modE for thE transf Er of any gold 

reserves held i n London by the Czechoslovaki a llotional 

Bonk nnd thQt the British Government hod requested the 

Bonk of England no t to make any exceptional t r ansf er of 

gold or balances wi thout pr evious reference to t he British 

Government . 
2 . The London Stock Exch!lngt YIOS weak t his morning 

and jobbers hod to r esort to their crisi s tactics of 

wi dening the spread bttYiten buying ond selling prices 

suffi c i ently to mnkc trading .unottroctivc. But in the 

afternoon the market developed o measure of str ength. Some 

buying COr.IE in S O that at thE ClOSE thE 9ri CE d EClinES on 

the day wer E small . Nevertheless tht events of thE post 

48 hours hove mndt nn i ndeli ble impression on thE ci ty, 

mcny wi shful illusion~ hove been eradi cat ed ond t he actions 
of 
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of Nazi Gc.rmnny arE being gEnErally attn cs opEnly o.nd 

unpredictably prE<btor y . Among other t hings this will 

293 

mean an increo.SE in cri s i s consci ousncss J i n thE Spring and 

summer months to come, quite asid E from thE actuali t y of 

~xis t ~.ctics , thErE u ill bE i ncreasEd morkEt sensitivity 

to rumors , nlarms ond Excursions . All countri es conti guous 

to Germany or Ita ly nill bE potenti a l sources of 

ncrvousncsa ; flights for cxcmplt from the guildEr end Swiss 

franc se en cost 11kEl: to dEVEl op at aomc stage. Amtrica 1 s 

uni quE position c s e scft repository for funds <~111 be 

enhanc ed i n the eyEs not only of thE speculator but of those 

vho at ck snf cty for thEir savings . 

But today given thE circumstances t hE foreign 

cxcho.ngt ~rktt wcs compar ativ ely quiet. Al though thE 

doll ar was bid most of thE dey t hE mos t noteworthy 

occurrEncE mJ.s thE week tcndcncy of the Stliss franc . Only 

8~ bars wert dea lt 1n ~t gold fixing 29 of <~hicb n crc 

:n~rri td the markEt supplying all . ThE prcm1um wcs 

unusua lly high a t 1-1/20. 

JOHNSON 

HPD 
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Frank 
:.:nrj)hy : 

... ... 

"'lJr : 

... 
~~:Jr: 

. . . 
:r: ;Jr: 

!.!: 

:li'Jr: 

... ... . 

... 

": :Jr: 

!.1 : 

Th1 s 1.s Frank :.1\U';)hy . 

Yes , Frsn.lt • 

~ow e re you, Henry? 

Pret ty "ell. 

l!tlt'Ch 16, 1939. 
3:40 p.o. 

ThPt 'e £'od . Say, I oent f or Paymond starr . 

Yce . 
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! t~lked to - - who~ : trllted t~ you arr 1 ved here tod~· and 16 ln town . about. • r.r.c! he 

Yeah . 

Befor~ you see htm I wanted to tel l you one t.b1ng 
fur ther . 

Pl eP se • 

As I have l ndlcat.ed before -- hel!o7 

I !lear you. 

Wh8 t you need i s a c~reful !~wy~r .. . ... . 

Yee . 

~'?t !!. poltt.ical ph11Qao;:-'ler .... • .. 

No . 

Or a left-winger ....... . 

No. 
0r a fellov• who m1gbt be party of DnY clique or thl\t 
kind of t hing. 

That's right. 
A careful lawyer, a.nd t.be l onger I 'm ~n publlc 11fe 
a greater regarr I have f or a quiet, un.,stent.ottoue, 
and careful lawyer. 

Yeah. 
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or good tntegrity. 

Yeah. 
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As Attorney Gener al you could take my complete r e­
commendation of this man. 

Yea . 

You -- you would be eecur e ; you could have no concern, 
and you probably ~ould have o etPff canAsen ~ith 
£reater regar d for fine edm1n1atr ation or o le69l 
office and you coulc &ee 1t often in GovP.rr~ent. Now, 
! th1~ y~u ought to tal< with him. 

I ' d like to . l:ow, bOY' long is he gntns to be hert'? 

Well, he's here t o1ay rn~ --

Only t.ode.y 1 

Wel l , he can rema i n tomorrow , I suppose . I cPn get 
i n touch I'll t.h hl..m and --

''lell, I -- I --

1Vou).d you prPfer tomorrov• mo!'!lir.g? 

mell, i f I could ee~ him -- ! ' ro goir~ ~~ the Doctor' s 
at n ine o ' clock -- I ~on~~r 1~ he c~uld coo~ her e a t 
eleven-thirt y t omorrow. 

Eleven- thi rty t omorr ow; ! '11 set l..n touch with hl m. 

\'1nuld l'OU 1 

YPS 1 Henry . 

That's R&ymor~ , tsn't it? 

Ye,.h , Raymond Starr; flleven-thi rty. 

Yeah , I ' d l i ke very much t o- -

Raymond - - he ' s in n:~ nonee political, you kno~. 

I understand. 
It's Uke !larold smtth. 'iarold Smlth ltn ' t ;>olitl..cal ; 
there isn't anything pol1ticPl about him. 
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Well , I ' d love t~ see hi m end --

And you would have -- t his thi ng thnt - - an office 
of your i)P-rtioular chnraoter ne!'tl.s more than sny­
thir.z else. Not ~~l1t1c~l or ph1loooph1ca1 advice, 
but eeasoned , mat ur e Pnd careful Judgment . 

Right. 

See? Al1 r1sht. 

Tha t goes a l ong <rP:J ~·H.h me . 

Well that 1 S the t h ing , "Od I -- I kn~" Juet what you 
want and I know thet eooe of o~ friends with the 
beet of i ntent ion£ w~uld rc ::o::::~er.d "nothP'" t!•;>e of 
p~reonsllty for you . 

I g et you. 

And ~t' s Just what you don't wPnt . . . .. 

Right. 

In your department. 

well I'm ever eo muoh obllced o~t\ lf you' d ark him to 
comP over a t eleven-thirty tomorrow, I ' d like very 
much t o e1t ~own end t alk. 

All r ight. 

Thenk you eo much. 

Good bye . 
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Hello. 

L!r. Wel les. Go ahead. 

Hello. • 

Hello. 

Yes , Sumner. 

Henry, h~w are you r~elins? 

Pretty vtell. 

Ae r.enry Wallace was tell ins me thia 
weren~t up to the mark I'm eorry. 

corning that yo11 

That 's right. I hav~n't eecn him or heard r rom him 
today. 

I'm sorry. 

You mean -- Wallace I mean. Are you sorry I h~v~n't 
heard rr~n ~!c today? 

No , I ' m sorry ror the ciro\lmetancet. 

Oh! Is there somethtr.g yo11 wanted ... . . . 

Oh , I tho~t you ~ere call1r.~ ~e. Why, ! ..... 

Why should I call yo\17 

I tried t o rea~h you, but you were out, and I sent 
tor Her'O!:rt Fe:.P and spoke t o him abo11t the two 
mntt ere that I had in mind that I ~anted t o take up 
~1th you, and eeked him to see 1! he could come over 
to see y ou . 

He ' e on the w~· over now. 

Is that all right? 

sure. Shall I l et 1t go until last? 

Yeah. ! thin~ the the a~ec1!ic 6uggest1on I 
wanted to make 1a one or real importance and I wanted 
t o see 1! I c?uld got .your decision today eo I o?uld 
take it up with the President earlY t omorrow morning 
when I'm going to see h1m. 
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i!'..!Jr: Sure. 

W: Htwe it explained to you. 

al:Jr: 0. !. 

VI ; Thanks a l ot. 

!i~~,.r: Good bye. 

.., . . . Good bye. 

Regraded Unclassified
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Hello. 

Yr. Green. Go ahea~. 

Fello. 

Hello. 

How are you? 
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!.!Arch 16, 19~0. 
~:49 p . m. 

Well, pr etty well, !.!r. Secret ary . How are. you tod11y? 

Oh, I could be worse. 

(Laughter) Well, if thPre's roo~ t o be ~~rse wny 
you ' re in ? r etty good shape. I ' ll tell you rhat I 
called you about -- do you remember the other day 
I -- you -- I called you about our can ~. Hoffman ? 

Yeah. 

Sent ba ck here, and you reporte~ t ha t you would 
arrange to have it done anti. I .. ae very happy. 

Yes. 

Now they report th~t the - - the matt er has moved 1n 
th1s way, tha t bP i s to be transf erred to Palt1~ore. 
Wel l , of cour ae , ther e isn 't much d !ffer~nce in 
Baltimore an~ ~iladelphia . 

Well, a s ! -- ae I remember it -- maybe I'm w~n;, 
bece use there 's a lot ot things that! try to do, 
but ! t hought I eal.d I ' d look i nto it. :didn't 
think I ' d mede any pro~ioes . 

Well the -- the requeet I mRde was that he be retained 
here in Wa shington bocauee of the very active part he 

played 1n our Amer i can Federation ot Gover nment 
Employeee union. 

Right. Now, here's the s ituation, I --I think we ' ve 
moved , I think it' s some six hundred people out . 

How's that? 

We've moved, I think it ' s s~me six hundred people out 
o f Washington into the field. 
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t.'h-huh. 

To decentralize this t hing. 

Yeah. 

100 

And up to now, I haven ' t made a sir.cle exception. 

Yeah. 

And we've had requ~>~ts ft>om Pvery't>~.iy, and ,.0 • r e try­
~ng ;o rec;t ;he taxpayer in the field n~d give hie p 
Yes or !To and no t make him ooce t o "'ashing ton. 

Uh-huh . 

~!o", l t' e 
ot'fic e . 

it ' s s complet~ decentrsltzetton o f t he 

~ere her e i n Wa shington? 

Yeti , 17e 1rt' -- v- e ' r e closlng down. 

Oh ! 

And covlng t hese people out t nt ? the fi eld , ~nn c~ I 
under stand i t-- I 've e~ent qui te P l ot ~f t \ me on 
t his P.offman :nutter - - th~t we put lL u;> to hl.m, 
'i'") 0\1.d he be el't1sf1ed "~ the Balt.ir.~orc , even though 
it meant a r~ductlon 1n sal ary nod the answer I got 
b~ck r.PS thst he wne sati e~ied. 

Pe -- he sa!d he was sa tis fi ed . 

~offman sal~ he r.s e satisfied . 

Vh- huh . ~ell, our 1nt er t s t in t he ~tter wee to hsve 
hi~ r emain here becauPe he -- he " ae en off1c~r of 
t he -- -:> f t he -- the b 1 b l oco.l union here o! the --

Oov eornment employees. 

I ' d do tt for a nybody -- ! ' ~ ~o 1t for you, but ! 
~aven ' t - - I t hink 1~ ' r o1x hundr ed peo?le out of 
Vf:o shlngt on 
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I ' ve had to take the position from senat.-;.-s &nd 
Congreeemen that t::~e offic e ie goi ng to be closed 
down. 

Yea. 

An~ theee people have t o go to the field an<l do 
their work i n t.he field. And up to now I haven 't 
made an exception for a s ingle person , and it would 
be terribly hard t o make one exception and then every 
Sena t or and every Congressmen is g~ 1ng to be eore. 

Uh-l'tuh. 

But a~ lo:lg 1'9 I treat I'Verybol\y the eame, n?b;,dy can 
-- who is fPir-m1nded -- can be die?leased a t me. 

YPs . 

And "~' 've treate<' everybody eltke. 

I s ee. 

How t ha t's tne ei tuRtion . 

So tho.t -- I supp:>oe i t. YIOUld be - - th"t mP-1\ne you 
could scarcely bring him b~ek here then? 

I r ea llY - - anc -- 'ln<l not - - and t ~ f • 1r t:l th.t> 
?ther five hundred and ninety-nine . 

Uh-huh. 

It r eally •nuldn ' t, be f a ir t o them. 

I see. Do you t hink tbr t you might 
l a t er on someti me? 

be able t.o ~:> it 

No , I wouldn't 
in the process 
sent. fr?m here 

ant to because __ no, the off ice is 
~f being decent r alized ~~d the men 
t o t he f i eld. 

Yce..'l . 

been ~oin~ on now f or -- oh , almost a yePr . 
• lind tbttt ' e c <> 

Yeah. 

And as t ar as I know, ! haven ' t ~~e one exceptton. 
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I eee. 

And the pressure on ue hae been so~ethtns terrific. 

'..'h-buh. 

To keep the people hero. They ' ve got their homes 
flnd everythi ng else , but it ' e Hire whatever you try 
to go Stetps' rlghtA Pn~ teft Federal, there' • 
always this terrific kick. 

Yeah . All right, thank ye>ot, J:r. !!orgenthe.u. 

I want you to kno~ that ~offman esld he WP ~ eatiefied. 

Uh- bub . 

"!ut he --

He sa i d he wa s eatlef led 1 

HoffmAn rcp~rted he wR e ePtlsfl ed. 

Yeah . All right, thllnk you , Lw. SecretRry . 

ThAnk you. 
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~enr,v 
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7JJr: 
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H:.lJr: 

.•. 
' . 

')per ator: 

Hello. 

Secret ary Wall~ce . 

"!'llo. 

Yes, HOI'lr'J? 

l!arcb 16, 1939. 
:'1 :5? p.m. 

Thnnk you so much for "c1ng up d t ..., an .-sti!'yi ng . 

Well, I hope it di d eome good. 
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I ree~ it on the t i cker and it read very well . I 'm 
sure !t di d a lot or s~od. I Pppr eciate it very muc~. 

That's fine. Di d you - did get !~ touch with you? 

No . Fe i s is sitting in ~ ?ut er ?ffic e now and I 
oan smell cotton. 

I eee. 

So - •·hat i t is . 

Yeah. 

So, i f there ' s anyt hing you r.ented t o gi ve me to 
gui de :ne • • •• •• • 

Jesee Jone2 an~ I celled on C~rator Bankheed and 
Se~otor Smi th today . ... . . 

Yeah . 

Senator Smith i s i n - Oscar Johnson bad Just been i n 
t o see hi m rnd we f ?und him in a difficul t mood. 

Well , I have your pl sn before me. see? 

llo-hm. 
And as tar ae I ' m o?noerned - I mean, of all t he 
th i ngs thst have been I melln , this 1B 
the one entitled •Exportat ion of Surplus Cotton 
Under Gover nment toan•. ~ello? 

Yee , I - - Jus t a second -- Just a moce~t, pleaeo . 

Operator. 
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Y~u got - - hello? 

:!ello . 

"!ello • 

Yes . 
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Just a second . (A:;tde : !!P.vo you go t a. copy or t h"t 
~Jlan?} 

Hello . 

~ ~:!ie : · ~ • ~e cec it b ~ -- -- ye'l -- • " t!l!!' tt?) 

(Aside : ~o~ don 't bP v~ it?} !!~w doe~ it ~t~rt out 
rel\d 1ng, ::enry? 

About " (a) Trane ferrl. ng ce>tton from Gon:!"noent l~Anc 
t'l norm<>l chann'l l t , .. trl'.dl' ; ( b) !" i!1~n':l1 nt; t '-.c l ?se 
to b e incurred"; :loos thll t sound 1'1\mll t ar? "(c) 
Preventing t he domes tic ~rice of co t ton ,• ~~~co 
"::>rth . 

Yea h , t hat ' e rl5ht - - t hat ' a rlt;ht ; thRt ' s d···. -
th!tt ::lust be the ?ne I l•!' t •<it!\ the ?r~sldent. 
yesterday. 

'Vell, t.bH i!! t he one you nent l!ie . 

}!,w, as far a s I'c concerned -- :: ::.a~:t , I'.:a !"'::> t ex-­
I ' ::~ : n t he ~eac~y, c~t unlees EO~ebocv car. show ce 
di f f er ent, ! ' m go t ne al~ne: wl! ;- :">u :>n thlc. 

t•ov: , d>:>e s 1t c ct down to t h1e on -- :.:.nder :-. i:tg ;"·" 
'' Tri'r. s ferrtng cott:m !'r.>:n Gove rnn:Pnt l oans t •:n-or ·6 
the norm~l a h9 nr.c l A of trade "? 

Th~tt ' e right. ThAt ' s r!.~h t . 

L' r thl '- t '"~t. ' c _~rob~t'b' " ':'/ell, ! th1nk t ha c -- - n.. ,, - ~ ....., 
t dent1cally the oamt> mem:>ran.l.Wl I have oef~r'l :"'e t i\1o 
n l nut c . "(b)• ... ... . 

!)a. ted :;arch 13th. 
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Well , it ' s been a e11~~t ~.hange. ""' a 1f8 I Ve got, , , , , 

Well • • •. . . 

Under dat e or Uaroh 14th. 

(O~erator i nterrupt s) 

!'ello. 

O:>Prator. 

I t},1n.\t 1 t 's the snme thing. 

(Line dic t urbanoe) 

'!ello? 

There' s something the c~ttc~ on the phone . 

Yeah, they keep buzzi ng it . 

305 

Wel l , as t ar as I ' m oonoorned -- I mean, arter all, 
-- to work it out with cotton ... .•. 

(Line d1sturbanoe) 

Hello? 

Hello? It ' s - - that' s your problem, cut t~is looks -­
I 'm w1111ng t o so al~ng with you on t his, see? Hello? 

Yes, Henry . 

Do you hear me? 

Yes , I •ve got you now. 

See? I mean, you 're not going to have any trouble 
rrom the Treaeury on this. 

I eee. 
See? I mPP~ , I'm no t going to go out -- I me~n, ~ 
position is t hi s: Well~oe le r psponsi ble t or cotton; 
t his looks good t? uc. 
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I see. 

I me~n, as s plan wi thout ge t ting tr.to the detnlle. 

Yeah . 

You see whet I mean? 

Yeah . 

And 1t'e all r 1V1t r. tth us. 

W
1
el \~hat ' s - - that ' s 1'1r.c . I tell you -:rhat __ t h1a 
& w .... t we r u."l lnt'l with Banl-..head . . •... 

Yeah. 

Th~t he ' s a l ittle afratd that tt nay br eak the dones­
t 1c price. !Ja:lkhee.d 1£ very Eenr! t! ,.e. 

Yeah . 

I t mi ght conce ivably break the d:>mee t1c ;Jr 1oe f or s 
month :>r t wo . 

Yet' h. 

!lot eer1:>uely, but oooe , and he ' D ·:ery aens l tl\·o about 
invento~J stocks in the h~n~s or the m!lls . 

I s ee. 

And he 'd ltke t o get t he t part b~tton~1 ~~ . but 9Ank­
h~!'.d is di sposed tn go alon!:. 

l'h- huh. Well. ...•. 

I would .• . •.• 

Let me -- may I Just sny this: Juet o:>unt the 
- - as long a s y:>u're fooling e r?und with t his , 
stays about e1shty-f1ve or ninety pPr cP.nt the same. 
See? 

Yeah • 

You dor. • t have t.'> worry ebout us . 

•row, "!enry , Blllllt •.• -- , r Oscar Johnson i s cell1ne; ?n 
the ?resident tom?rrow. The President hes eske~ c e 

to be present. 

Regraded Unclassified



'V : 

::::Jr: 

-­.. 
::::Jr: 

'Y : 

"!!Jr: 

. ,,, . 

·-~ ·"r t' : 

307 
- 5 -

Good! 

I euggeeted that it might be a good t hing it you and 
J esse Jones Pere a l eo present; I don't know wha t hie 
-- I don 't know whet her they are going t o ask you t o 
be or not . 

Well . ..... . 

I woul~ -- ! would - - I t hink i t would hP a fine 
t hing if you and Jeeoe could be there. 

Well , I 've got t his P1ecal and ~onet~ry Cocmittee 
troc ~en to ele7Pn-th!rt; . 

Ub- huh. 

Sec? 

Well, this wo•Jl d be c?mins Pbout - - e.b::•Jt eleven 
torty-l'l.ve . 

You reall y want me there? 

Yeo.h . 

~~11, if you want me there , ! ' 11 be thc~e . 

Fine. Gooe. . 

All r1&~t . All right . 
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I Just s t a r ted t o call up and then ~~!~~e do !ng ! t, 
one thing occur ed to me . Yo;.t a eked :ne whet.be~ I 
t~ought t hi s was All rlght ~~ ! d o . 

Go? d . 
• 1 t I 8 

9ecause/what. ~e • re doing -- but th1~1n0 ~ePi a ! t~tle 
bit; you kn~w the 2x~ort-!c,ort qp~ ~~E got. f1rst 
e•;:~ ranteed credl t~ her e . 

YeAh. 

! don 't knOW whether t hey nrc £?lr~ t o ~E£~ e t c;• t O 
:: ~otect thcmstl\• cos :lr. !.~ :>!C ,:·J:-.... ~pntee"l cor~-= ~ts . 

;Jo1·• let me - - wAlt a mln11te , J.r~•.lt> [.)c!>~ . .,~· le right 
r. e r e. (At ldP. : 7ihAt nr e t hey dJ l ns , .!.rc"! ~'l 

~o i s eup~oeed to be? 

~ls.rren ?ler son. 

Oh, I see . 

Is Cll;:>r.>osed • -:: bo working '11'1\.h St er n o: : !le ':l:• E! . 

t see . 

The account. 1e ,,1 to th" Cha se . 

T'no•' e whet! h~<d !n ~1n1 l t ~s . 
v t.? hPve ,:: :n,1 

8.,rull!' embar re E s lnt: 

! ~t!~ ~~ ~)cld be 
-,r :;.~!' . . ... . . . 
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Yeah. 

I t we call h1m up -- suggest even that they do not 
make out payments, end t hen the EX?ort-Im~ort Bank 
decides to slap a l i en on these accounts · do you 
see~ point ? I .. . .. 

Well , Archie is listening. He's get t ing it an~ when 
he -- when you get thr~ugh t alking , I ' ll have him 
call up Warren ?ierson a t once and t el l hiro what 
you say. 

Well, all I mean is, t ha t if there is any chance t ha t 
the~· are g:>ing t o do t hat, then I think it w.luld be 
coneidercd -- eight be cons i dered bad t aste. 

I eee. 

If you and I sugges t t hat t.hey don' t :>ake an:t out ? a.Y­
ments because they ··~uld say we were doi ng it eel­
f1s hl,y t o protect the Export-Import Bank. They ' d 
say t~ose fellows called us up and said don 't make 
any payments and then they put a l i en on the account 

(Aside: W'.aat's the answer?) Wait a minute, let 
Archie talk to you. You fellows are getting too 
technical force. Do you mind? 

(Laughter) 

Let -- let Archie talk .•... 

Well, all I ' m trying to do is ..... 

wa it a clnute; he'll t a lk t o you a minute. Do you 
mind? 

wby, sure. 

They've got a-- the State Department hae got 
at QY head . This is one of t hree things they 
answer in fifteen minutes. Just 8 moment . 

All right. 

Hello. 

Yes , Lochl:e8d. 

8 plet ol 
.. ant an 
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Thic ::~orn1r~ ! eot in 
Eank Whitenor e here 
r.l. t.h C'!:echo . . • • . • 

t~uch ~1th the Exp,rt-!~port 
and PPked thee whs t they had 

Yeah. 

And they h!"!e some -- r ouc:hly , I think 1t • 6 r• bo t 
hundred thousand dollRr c due them, and th e r 1 r ~ t a 
:nr tur1ty le t oward s t he enl\ of th is mo nth . 

Y~eh . 

The l!.ccnunt -- ! t.h lni: 1 t 1 s t.ltc , ,. . • , 1 C h 1 . J - ,.. s: e: ee • o"\ ng o-
~ec O!l :"":k1&n - - . ono #) f t.}'\e Anel, -Czech :,! n!"e - ­

t .. e accoun~ 1s r.Hn t he ::hare b"nk. 

Yeah . 

\V!-!1te aore t e llti ::l!i th:·t. ? 1cnon 'lf!IS i n t:>\l~h t.h ic 
DOl"'n 1ng 't'?'::'P:.:oe ! :~· !d ..t.h~ t. t'l~y ought U> ; 'Z" C~1ng 
something t o t r y tJ :)I'Ot ect t ht:>~clves ~f th~>rc 1'1 :-C 
Sr".Y bal~nces !lcr~ . ! undPrst~n<~ t he t. t !H•y chec~t"d 
v·ith Stern a nd f 1nCl t.h" t t hAre ~re cr.?ugh b~< lrncea 
there t.o cover t he c ornm1t:'lft:' t t '>f t he !:xoort- ! Cl :>ort 
9unk in :tC.c'. lt10n t o t he Ch::1cc • s " ''" conn:i.tment;·. 

Yeah . 

1'/hlte:n? r e wf:; t cEl r.c a:P t h:> t t he a:~ t:Jrlty -- the 
!tret one doe~n ' t C'>r.JE' iue u:- til •he ~ ~ ~~nd -- a 
c oup le :>f wee>:s . Tiley dl~n ' t !-:r.o" w!'!.ether : l:ey 1d 
have any r1gilt t~ cake er.y cla 1: ':! a value 
t.h~ t wa~n •t due . 

Yeah. 

I s~C?lY told thee : tM\~h t. tl".a t. 1t was up t o t.h t!::l 
t.:> try t o w:>rk out so~oth1ng -- t h• t lf ~to c~ncy 
w'ls t h ere to see ~r~ t 1t d1~~ 1 t g et out. 

\':ell now, that' s just my point . ! -- 1f t.b• t
1
a true , 

and tha t • e t•·hflt the E:xp:>rt.- I::t;.ort Bank 1~ d?1ng, it 
might e=,barrass t'lc S~crctary 1" I - - a nd her e ' s a 
sugc;c s t1 ?n now; call up t.hese bMk a A ncl ssy don 

1 
t 

l e t t.h:> Ee :;~counts run doy·n. 

It ,.0 r. 1 t -- it ".7') r. 1 t EOb::l r re.ec h t rTI r t all , b eca•ae e , 
I m~an , ~~1s 1o r. Eener •l pr?tccti'>n . I ron 't. t h lrut 
th'l t -- we ms" ~c 1n e ;:J"e1t1?n t o t:-~· t? ;;r~tect the 
r."vpor t - T.,!""t>orl. :l'anlt ?Viir - - ovf' - r?:le":::otiy elee ~ ,.,~ -
-" - _ .... ,.. ..J "' • t.. c 1bly. I dor. 1 t t.l".ink ~c c:> -.ald herl! -S tcotc t. ·,P t 
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And tb~t ' s the rna!~ thin£. As lJng ~~you 're going~~ 
sto.> th~t by C'c ! !l$ t h"t r.~-. you ~eA , t:!i~ £::~nrt­
~~~~rt .ank up to · n,~, a~ :~r "S : •ve hea~ . ·h,.sr. ' t. 
- .gu.r e:i out e.ny v:e.:J "~ ;:;et.tlnz en o'.tachol:ent. n 'l ~t. 

I don ' t think that y~n qu U c caught ~· ;:>o l nt. . I • m 
trying to )r:>tr:t ~he ~r~retPrv of t he 7r eaeurv Rr.d 
I d ) n ' t vrant to put htm 1n the· i):>r lt.iJn ~f h~v·tAs ;e­
quested bqr.~2 t o volunteer ~Y ~ot. maklns Jut p~smP!lts 
and then mayb? ne::-:t 1 oek , :1r s ~CI€ :>th;-r week, to hr.ve 
a -- Pn at t achment m~d~ by the ~port-!mport B~nk on 
thr~ t accoun t , b~>caust> t~ece fellows ··: 1.1 eo.;J , ''Why 
he l l , they aek you no t to take any out. ;l:>ymcnLc , and 
now they 've come in and slapped an att~chment on the 
eccou"tE the~Gelv~e ." 

Well , n! course , t' tel\ the truth, I ' m trytn~ t o get 
the ,.1°\'?ol nt. ~Pr" . I t.h1n% tht t ' s just thP 1"h1 lf" 
thln~ , they ' r e try i n£ t? g~t ~he a ttacbroent ~o that 
the Stste - - : c enn, th~ a?v rrn~ent ha s a cln!~ ? f a 
hundr ed sno £ 1xty- !!.•:e a1111on ~- ~ ~::~ethl."l5 !ike th~t . 
I ' ve checked :.11 tbeec c onJ e here en<\ thc~e B<::c?unto 
"r.d they wa:-1t !t e? they -- the:' c:Jn gPt en att."ch~cnt 
on ~t !:I t er. ! Lhlnk tht t ' s t.bC' •·':lolr -- the "h?)" 
r eason tor grab~tng 1t s o the ~~er1cPr.e - - Aoertcnne 
h ere cPn g Pt " lien on lt.. 

Well , I. . . . . . 

I mean, th~t ' s the basi s th~ State Do~nrtment h8s come 
1n m ; the tact. t hat there 1s e. huncl reC. end Fix t:r~t1ve 
m1111on col lar s du~ t o the Go vernment, th"t t her e e 
a c P. r te in number of bonds outstand ing , ~~A thPr P • r e 
other obligll t 1?ns such :19 the Ex;>;>rt.-In:;n rt 9nnk, Mel 
t hey r Ar.t to be cure t.h•t these J.mt>ricar>s/; rotected. 

are 
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All r1g."lt , a s long As !'Ou l;no.,.. t he f acts, th<tt'e All. 

Yea , and in t~c mennt1me, ae ! sRy, : · ~ g~lng t~ get 
l n t ? uch aea1n wi t h th~ Ex~ort-Import Sa nk . ! t seems 
r a t her inter esting - - ther e was -- the Pre ei d l'nt of 
thPt ha nk, I thlnlt , 1s e lthPr ln ~'"1"1 Yo r ){ or due h er" 
Pny r\"y now, ~o they 11'\ll be try t ne: t o •·or" ·n•t r~me­
th1ng . ::>ut I think ~Yh• t th<>~' ar e a ll afr Bld or h~r~ 
t hRt t~e -- ~1th the Ocrmenr in ,~~~Pss!on ?f thA 
Czech banks , t~Pt they m~tht srnd ~ver me£roge• to 
melte payments , an-' that ' s what the:r pr e t ryln!! to 
p r ot ect. 

Sur e . 'Fnat 1 c what I 1!11 tr:· • r.g t o pr "> t ect .. . .. . 

Ye!' . 3ut ! t h ink a s ~er ae bHng a ::c:.~sed ~f d"> l n£ tt. 
~or eel~lsh r eaeon I ' m vPr :r - - I think t hRt 1 ~ a 
ve r y -- it 1s s. ve ry sf'l!'~·h r~~r~n the:r a~c t~·inE 

t :l rlo thl .. ">n . 

Uh-h~. All rlght. 

( ' P~t.Pr) It ' e -- 1t. 1 G & ll tt.lD htgh-hanclc" 91.1 
t he wa.v t.}lrough but ~hey fee l th~t • s r.ll they can 
do Just. n~w 1r t o tt•y 1.<' be J u ~t o. l1ttl2 ~1!::0 -
h !'.nde<' a lso , j ust nnw . 

~-huh . 3ut n~ c?urD~ thle r~q~eo~ rcr.~ 1 r.s in crreo~ 
:nl:; un:.11 !..:ond ay !l~!·-c.y . 

r Gn · !!~ · • r.ll __ ~~v ~'~e t ~ f ind out 
vc s :"" ·"' · · ... . · ... "" · " · I 
;.he~ .... =r. ev rt.~r.t\ . I :tee.!' , :.-~u h 3Ve :.o nRve --
mePr. ,; i.s" 08n • t. "~' donP ln~ef1n~tely, becl'l.use I Cit"\ 

see ~;,"' banlr:E .,~uld be up P6" 1n~t. · · · · 

"'el, T a!!ould t h ink t!l t bes t :Jr~t.ecllo'l "011 1 ~ 
lltt~D --· l ltLlP fr~nK .,1 t h t~Ps~ f ellore ~s -

be a 
tll :!.1-

t :J them . 

! t !" t n': so . 

~uh? 

! think EO . 0h , 
frank with thPm; 
~Psis; they h nve 

-- I think you hevP t; he f Airly 
; m~sn it 's -- l t's a , rien~ly 
t :). r P-I!\i1:.e 'f!'h~' you 're aak1nS t.J"Iem. 

t.b • t' ... the clos &;~~s t ~ =- sny · · · · · I t !l i r.l< ~ ~ 
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(Azi de: What ' s thAt?) 

Ie to be frank Pith tb~m. 

(Pnuec) 

Wel l that ' s 

All right. 

that• e o. K. 
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TREASURY DEPARTMENT 

INTER OFar!CE COMMUNICATION 

DATE: 

to Seoretal-7 llor&ctbau 

'RO" llr • •oR87Dold• 

B. R. 442.5, ae npon..d to tM S.Uta bJ llr. BJTDes, prondes 

that in tM O&M or tM Fedcal. Depoeit lDIIID'IlliCa Corporation and the 

Board or Gon=• or the Federal RaMrTe S7atu no reorganization plan 

tor.ulated bJ the Preaident aball protlde •tor tM transfer, coneollde­

tion, or aboll tioa or the whole or &liT pert ot auch qency or or its head, 

or ot all or UIT or the t'lmctiona or web agency or or ita head•. TIM 

ueaption or these two qencies wee not contained in tbe bill as it was 

sent to the SeDate bJ the Rouse. 

314 

In hie report, Senator Byrnes explei.oa tM ue~tion or the 

federal ReNna Board bJ stating that the Boerd supeniaee the Federal 

Reeena bulb all or whose stock ie oned bJ tiM .. .Mr bazlka or tha 8)'stu; 

that tM expenMa or tiM Board are pdd throuch asees.-nta letled on tiM 

federal R&Ml'Te 'buU:a aDd thet the t'lmde darind troa auch asseaii88Dte are 

not CoTe~t t'lmda or appropriated aoo8)'&· TM uuption or tbe Federal 

De pod t In8Ul'&llca Corporatioo ia explained •because aa in tbe caee or tbe 

Board ot Oo't'WIIOl'a ot tM Federal Re..ne S7etu, tuncls are clari Ted troa 

asseseaant upon buU:a•. 

•aitber B. R. 442.5 aa it wee -t to the Senate bJ tbe Bouee, 

nor ae it waa nportad b.r s-tor BJnle& with aaandMnts uapted tbe 
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ott1e• ot the eo.ptrollwr ot the CllrreDcJ. 'lbe apl.uation tor the a.p­

tion ot the Federal bnrft Board lUll! the Federal Deposit ID811HDce Corp­

oration woul4 ot course be ~ applicable 1D the cue ot the ~ 

troller's otticw. 

It the Reorganizatioo Bill 1e eD&cted into law u it """' etlllllle, 

t1J1 r eorgwnhation plan fonulated thareuoder could proTide tor the aboli­

tion ot the functions ot the Colrptroller• a office or tor the tr&D&twr to 

or conaolldation ot t.bose tunctiooa with either the Federal R .. ane Board 

or the Federal Deposit Insurance Corporation. llo reorganisation plan, 

bowe?er, coul4 proTide tor conaolldatiD& or trwnatarrl.ng tbe tlmctiooa ot 

the Federal Rwaer't'e Board or the Federal Deposit Insurance Corporation to 

t1J1 other agenO)', or tor abolishin& these ageociee, I11 other words, eo 10111 

as ~ two ot the agencies which oow pwrtora tunctions with rwtwrwnce to 

be.oii1Dc ar. aeapted trOll t he prortaiona ot the borganisatioo 8111 i t will 

be iapoadbl e tor the Preeident to proTide 1D 11:41 reorganisation plan tor 

llllil'11D& &Del cooaolldatiD& all ot the Nnlr1og tunctione 1D e ainglw benk1"1 
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ll&rch 16, 19)9 

U hu liMo lrCIU&ht to q att.Uoa that effort 
1a he1ac .... to haft tbe Office of tbe Coapt.roU.r ot tbe 
evr..q ~ ~ the prorteiou of the ~DdiD& ._ 
orpalutt- till IL B. ~. 

. to awi4 az;;r IIJ.aUD.s.r at&ncli111 1 I thiDlt ~ should 
&drtae 70U that t hia office baa taken no part ill az;;r 
a tt.eept to 10 iatl..- ._bare ot tbe Cee&:re••· It bel, 
oo tbe CODtraJ7, d.1-urace4 nob acUon OD tbe part of ita 
triallda, &lid will cODtt- to do 10. .laid& froa tbe 
t..propri&Q' 1AYo1ftd ill az;;r illterftlltiOD ill our own behalt 1 
I fM1 that tbe 4MiaiOD aa to tbe tuture atatua of tb1e 
ott1ce aboul4 be lett ut1re]J' 1n tbe halide of the Coacr .. a 
aacl tbe Preai.de•t of tbe VDited Statee . 

Prelton Deluo 
Coapt.roU.r 

-.or-able J'••• r . .,._., 
c~, 
S.leot c-itt.M .. ~ • ..-t Orpaiaatl•, 
~,D.C. 
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Us.rcb 17, 1939. 
11:17 a . m. 

317 

t;;.!Jr: Hello - - hello - - hello - - coce on , plePs~ . 
:l"vem·:>r Geo . 
!:arr1&on : "!ello. 

u . . . 
~!'Jr : 

" : 

!': :.r r: 
U ; 

l' : 

:; ; 

~:..:Jr : 

E: 

H:!Jr: 

H: 

:.:. 

:.TUJr : 

Hello. 

Hello, Henry. 

Yt>s • 

. ~ ·•e called u~ all those tellowe, and! don ' t think 
ther e 's any ques t ion th~t they all sgre~ ~~d r~ll 
cooperate . 

\ 

Yeah. 

One had eooe r eeer•:o+ 1.?ns ao t:J wheth"'r they could 
legally do 1t 1n ~~Me cases, but they s&~~ the power 
was legally wlt~ln thei r po~er, th~y cer tqtnly would 
d :> 1 t. 

Yeah. 

So, I think t ha t pretty welt covers lt . ') f cour se , 
t h1n..lt that the :3"1tish &r e goi ng t., go ev,.n further 
t han we 've done . 

So I hear. so I hear. 

They ' ll juet block all assets of all kinde . 

The th1r.G i s mov1~ terribly !~st . 

0h , I'~ -- I 'm- - I 've just been acazed by it. 

yer.!l . Well, thanks very !!'•;c~ ; I ' 11 t al k to you 1-.t.er 
1n thE' day. 

Al l right. Let me know i f ther e ' t anything I can do. 

wel l you -- you got the other message ! aPn t . 

Yes -- tb~.t you gnvo Knolte. 

Yes . 

a.bout noon. 
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Yea. That's not on the r adio or anything 1e 1t? 

No , no. 

Uh- huh. 

No, no. 

All right . 

I ' m - - have peo?le here now. 

Yes . All r1E;ht. 

Thr.nk you . 

I cee . 

318 
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-·"- . 
~~ · ri't.or: 

~: 1Jr : 
!.. • ','/ . 

:: ; 
• 

v . 

:: ! 

!.: 

~:Jr: 

;r- . _, . 

Y. : 

·.:~rsr : 

i' : 

~:.:J r: 

'le11o . 

!lr. Y.nol!:e . CY.> ahead . 

Knoke? 

Yes , llr. Secretary. 

!.!arc!: 17, 133~ . 
1:1'11) ;: . m. 

219 

What ' r happer.2d tod~ co :~r ~lth •he poun~ =ter ltns? 

?o· t'ld st" rl1ng 1 E ! ? ·.lr s 1 xty - ~ 1eht and cnP.-~ 1,;h tb Pt 
t-he moment;. Thllt ~ e t hP ~r~r :- t h!. ~ t he !l::-1t1 ~~ Just 
e!"~ve '•s. '-i,~ "l.Sv e n'> t. C:>"' rtt t.ed . but v.~ e.T"c j',;.a t. t'b?ut. 
on t.he '>?ere ~ne ;>ol n :.. 

They !:ave ziv en u::. :>rd Pl" ... .,. f?ur !: 1~t:l- ':' 1E~~ a., 1 -hot~ 

':' n e- " ~:,11th . 

An<l. ?r.4>- e lghth. 

':lh ?•e l l , t hAt ls - - t,h,-.:; pr ~ -- t"" ' ' e ?rec t.l ~l'l lt - · 
.~r ptt.y close t o wher e the rAt-~ h!'c ,)r~c t.lcl'll.l' been 
a ll mor ning. 

T'Jley have d o ne 3 t Ot.l'l 'lf f~rt~· mllllon doller ~ . 

They jld f or ty gllllon doll•rs? 

YeAh . 
Vf?uldn ' t. you - - ·.•ould you ei'Y t h• t t h ~y ' v~ rlon~ -11 
they could? 

Oh , y e c . 

. t.nd hl\s ~ t been cffec U ··e l 

Dec ldely 
6
o , bes r!nc ln mlnd the devel~poent.s . 

Yeah. And 1t t.o sn' • beC'n necessary ~or •J£ t o :i? 

anyt!:lng. 

I 
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!''otb1ng, so far. !lo. 

I s ee . And you ' re satisfied the way abe ' s going? 

Well, I think thP market• are r emnrkcoly etendy i n 
the - - in the t ooe ot t heoe im~oss!ble developments . 

1<o1·: l'lha t about the French? 

The franc? Th e French h iiV!l eupportec; t he figLore t hPt 
- - th~t Bolt on s~ve ce t or the French was - - ~~& split 
~ith the Sr1t1sb - - ~ith the - - with t he Swiss pn~ th~ 
~elgi~E five million do l lar c . 

~ell , tha t's no t h ing. 

In other words , not under sevt>re :;>r C'ssure b'Jt , ., .. -­
t hey have h"<d t:l :'l;lilOll t the e~<oe lle th!! o t her£. 

I sec; !:-·.1t -- but they t ogctht>r hPve dor.~ !'ivP mllE:m? 

They ' ve clone f1 v c m11.1.1on; th~ Dutch d1<1. ten; 11nr t.hr 
Lo:1don mnr ket has d"lno Ab"~•lt t l'en ty-t•·o t.,.~,.,ty-three . 

"h , t he f:lrty 1s altogPth~r? 

The f orty 1 ~ elt~g~thPr. 

"'o r o" er ybody. 

Yeah • 

Oh T s ee . I cee . 1'1"11, : •m e;?i!\C t o •~l'< to hB•att cr­
worth ot one-tr~rt.y :rod ! thin'~ I' '.l t elt hl? t ll t 
~e •r~ ~Ot!ef!cd wh~t they 1 rP do l O£ her e - re hope th~y 
k e ep uo the good , ,-0 r '< , er-1 l f ther '! ' ~ s.ny t !l! ne: .. e can 
~o on i h1e s i de , l et us :now. 

Vlh t h •• ' " "1ne I coltcd Bolton back ebout - - Just 
" · - - • · t c ure on "hnt t hey befo~4 one - - before t~elve , o c s 

had d~nP ~1th rcg~rd t o Czenhoel~vak1sn bal rnces. 

Yes . 

-- he c oncert.'ld t o me tl'.e t t hl't 1& deOnlte. 
And he bee n sent by the ~bancellc r or t he 
A letter has b ~ ietr•buted c~~!~g office 
Exchequer end bas een __ in c~ale'ld . 
h ours to the b&'l~S in Q 

~at does he eay , th~ ~h~ncellor? 
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The l etter r eads as tollowe: 

·~1s lmj esty'e Government cone1der1r.g lt - - consi der 
lt advisable that banks Pnd other financ ial 1no t i­
t ut1?ns who nold be.l,.noee , securiti es , or gold , of 
t he persons in the former C~echoelovaY.1en Republic , 
incl uding t he former Czechoelov~kiP~ Government end 
National Bank, should not ltl\kP e.ny ;:~ymente from 
such bal ances or parts of tr.e securities or gol d ••ith­
out advice of u1c ~aj esty ' e TrP~sury .• 

I se~ . Well, t ha t' s certainly ole3r en?ush. 

Tha t's defini te, and thP. t letvr has beer. si:;:~e:! and 
hae been handed t o t he br ~·~sqan~ t h?se :r,orP di rectly 

c::ncerned '!'"Pr e adv i r ed wl t hin - - ln ad\"3ncc . 

r.cll , they d l i th~t tOdRY1 

Yee. 

And w~ d1f ?urs l ast n\6ht . 

t th' l their• !• definl tc . Yes , well, onl y t hl\ -- • . -

1'/l'll , we haven't got t i> ~ 'lUt !lnrlty. 

~eah . 

we have t bority Al l r lght. ! ' 11 let Archie 
no au i 'v<' ~; t. t.o !P t.o Cab!r.e t. 'l t t.l:O 

• - t t• •aye f'nd r ' \"e nd " • 1, 1c · you J<no., "ha t 9ut erw::> r !l - , 
a . . .e ~"' - P b O Se~>? !lut ! ' "' e?1ng t o t ake 
eent ftc~ -~~ley we th'n~ they 're doi:'le flne; we hope 
t he a t t u e - - d i• t her e ' s ~~thing thot ~c c~n they ' 11 c:mtinue en • • 
d o , t o l e t ue kno~. 

t h!nk t ha t 13 the h~lpful t h l ng t 3 do. we J 1. , ! 

Rit:;~to. Thanlt yo•J. 

R1ghto • 
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'!!:Jr: 
L. W. 
KnOl'. \'1 : 

:JI "Jr : 

K: 

f. : 

::::.rr : 

K: 

..:·'Jr : 

r. : 

'-!!'Jr : 

?.l Jr : 

!( ; 

v. ... 

Go ahead. 

P.ello . 

Yes , Ur. Secretary? 

Knoke? 

Yes , sir. 

~1d we co anyth ing todol' 

~!P,roh l?, 19:59. 
4:50 p.m. 

!t ' :: bt>en very 1nact1vr this llftern:>on. 

Goo c-•. 

322 

We d i d fifteen tb :>uesni pounds an~ t Le t ' c ale, ~d 
':1C don't m ow whllt t.o d' -, ith it juft now . 

Fifteen th?•.,csnd i)Ound~ . 

Or.e - five - - flftcfn. 

What? 

Fiftecr.. ~ne - five. 

Oh , I s e e . You don ' t ~now whAt to c ~ r.lt h tt' 

Yeah. 

~-bub . ~ell . .. .. . 

Apart !roc t.hot - - : ll!ttl'n , t i'.11 t's •,"e :>:>:t:· r.ct1v1t.y 
1n s t. er l1ng; t l.e suil<iers ... ere -r.eal': ar.c! -e bo·~t 
ob out tr.o ~1lllo:>' >n~ hundroc . 

'..fl' - huh . \"ell , th~<t. ' s nll rt:;ht.. 

!1? , the mn r ke t uc n '> t been e>.o1 t!ng t his a ft pr no"n . 

Thllnk you. Good nlsbt. 

Good ntgbt., sir . 
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\7 : 

U "T • .. • r. 

'te llo . 

l~r . ?:elleos. 

P.ello . 

He llo , i'enry. 

sumn~~ . ... 

Yeah . 

Tl:ey have not been not.lf1ed . 

!.:arch 17 , 1ne. 
5: 22 p . m. 

I!l r egRr :1. to the c:~>m t.ervr l llng ~toties . 

T~Pt ' s ris;bt . 
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\~ell , I j•.1ct - - I <' l ln ' t kn '>l" 'Rhet.l-.Pr you dl.:i 1t l n at. 
nle;ht. '> r t.oc1V>t. 

NJ . I put lt. o ff : t !:?\JS,!lt lt deti.rablc t.? have 
t h is co:ne erte r :-r.:n wee 3ald t oday teste~" c r bc! or l' . 

! c::r . ! =eA , 7:cll t ht' t . ..-c ' re ~>ll right. 
r e l esseJ I ~r ink, l o e1th~T 1~ ~r~ ; r~cc~e 
l e t t:ut, :>r .,.111 t e !t-t :>'J t ... v ~ !.:v.:.t"' . 

J..l1 r1gh•~ -

And I .J >!St. ucnder ed h 077 t l-.t t.!m !..ng 1\'S t. 

Tha_t ' s r ight . ··ell , he ' t ooctns 1r. :;t t 1:: . 

WC' 're al l s et. 

Cy ;:r ~o:l 

?! l-<'1118 

~e~>b . 

The -;;:',!· 1t wo r lte out -- some l~ck t.bat "e dl :in ' t do 
t he co~~terve111n6 ~ut1ee t en ~nys ago . 
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Oh, I think 1t 1e much better . 

Ob y~e . the way 1t ~ae worked ou~ . 

Uuch bett er. 

All right, Sumner. 

It'e an accumulative eff ec t. 

Oh , !'P6. 

324 

The gener a l ~ m;;:-e sei?!". J:'\ the ?111 seer.~~ t o be ver:: 
g??d . 

!t does ? 

f..o to -eha t we 1 \'e clone t od i\Y . 

Aa t o your st~tc~·nt. 

Yeah . 

Well , I sh~uld t hink 1t would be. it was an exoellen~ 
s t a tement . 

Well, even J ohnson -- Hir~tm Johnton appr o•11'd. 

Good heavens : 

I t I G al'I!!Zine;. 

Yo·~ 1 r e r om1nc: . 

It loo~e t hPt way. 

All right. 

Thenk :•ou, ~E'nry • 

You d1dn 1 t mind my s t ory or. tho r eason, di! you? 

(Laughter) Not a bit. I thought Henry Wellnce 
looked a little bit ebeep1~h . but that wa e nll right. 

Well , r t hought 1t ~es en emual ng st?ry . 

Not e bit . 

.;11 right. 

Oood bl'e· 

Good bye. 
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lla rch 17 , 1939 

In answer to my reminder t o the President , tha t he should 
send Sena tor Harrison and Jere Cooper the tax information, the 
President sai d to Colonel Watson ni f Henry r eminds me again I 
Ifill not do it a t all , So I stayed behind the cotton meeting 
to-day and said, "Mr. Pr esident, don 't you think it would be 
a grand i dea, in order to keep Pa t Harrison ' s shirt on, that 
pa '.'Iatson should ca l l him on the telephone and say that due 
to the European situ~tion you bad not got t en a round to the 
l etter and would do so in a day or t·ilo? 11 With a smile on 
hiS fa ce, the Pr esident said to me, "That is a good i dea. 
Have Pa \'Iatson do it. n I also told Pa \'Iat son to phone Jere 
Cooper and \'Iatson said, n~lho i s Jere Coopern and then I 
expl ai ned. 

I stayed behind and told W.ss LeRund that I would do the 
bes t I could to keep Harrison' s shirt 'on but she would have t o 
help. She sai d she r10uld try but would not make a'1y promises. 
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II 20 A 11r 

MAR 17 1939 

~0 ROOSEV;LT 

WASHN - PRES I DENT ROOSEVELT SAID TAX 

D I SCUSS ION S ARE ST I LL IN THE ·FACT UAL STAGE 

AND THAT NO DEC I S I ON ON POL I CY OR METHODS HAS 

BEEN RE ACHED - HE IND ICATED THAT DI SCUSS ION S 

MAY REQU I RE AN OTHER TWO WEEKS 

HE AGAI N STRESSED THE FACT THAT NO THOUGHT 

IS BE I NG GIVEN TO A REDUCT I ON IN THE TOTAL 

REV ENUE FROM TAXES ON BUSINESS 

THE PRESIDENT SAID HE INTENDED TO DISCUSS 

VARIOUS THINGS WITH THE NATIONAL LABOR 

RE LAT I ONS BOARD TODAY BUT ST AT ED FLATLY TH AT 

AMENDMENTS TO THE WAGNER ACT WERE NOT ON THE 

AG ENDA 

THE CH I EF EXECUT I VE DECL ARED HIMSELF IN 

FAVOR OF AN AP PROPRIATION FOR GUAM IN THIS 

YEAR-S RI VERS AND HARBORS B ILL 

7 

WHEN ASKED FOR COMMENT ON S E C CHA I RMAN 

DOUGLAS REPLY TO SUGGEST IONS OFFERED TH IS WEEK 

BY THE STOCK EXCHANGES COMMITTEE HEAO~D BY ~OHN 

M HANCOCK MR ROOSEV ELT SAI D HE THOUGHT TH AT 

WAS LARGELY A TECHNICAL MATTER AND THE KI NO OF 

THING THAT CAM E WITHIN THE SPHERE OF SEC 

AF F AI RS - HE ADD ED THAT HE THOUGHT MR DOUGLAS 

HAD MADE THAT AG ENCY-S POS I TION F~IRLY _CL ~AR 
WASHN - PR'ES I DE NT ROOSEVELT SA I D HE HOP ED TO 

HAVE A SUPREME COURT NOM I NATION SOON BUT WARNED 

HI S PRESS CONFERENC E NOT TO TRY TO 

DEFINE THE WORD SOON 
MAR I 7 1939 
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FEDERAL RESERVE BANK 

OF' N.:wYoAK 

?.27 

~ 17, 19)9. 

Deo.r Mr. Secretary• 

Very U t tle corporate securit;r !ilwlciq izE e;ane t!!roo:>[t 1.:1 tJ:. 
J.aet two weeks; in fact , t here ne not en""lh to write • lx>ln lut wult . n. 
total for the two weeks comes to only $ll, ::CO, OOO. Tr.> 1!:11!.J.1 ctill t;r 1:<1.011 
iseuee supplled f7 , 200, 000 for re!\mding u n t600,ooo !or "" cam tal. n:. 
on}Jr other issue ..,. $3, 500 ,000 of ecacor. stod 1:1 U>e ~ iL."Cr&lt Cc=-­

pontion. Tbe Lockheed e tocl< na priced at 31, s!4h~ 1IDOu U>r FW'"tt'"l 
l:W'ket , and wae quie!tl7 20ld, e'l'e!l tbon&h reee~ ur::•~~ .._TO< t>Hc rdaU.~ 
low zmd no diYidend 1e being pe.i.C . Ioa Yill reeall t '!:at a ajor ~= ~ 

the $17 ,000, 000 of co-.n Etock sold J..a:t yoa: -a ill a r...atic: ~·· 

Ea.etllul ll:oda..'lc Co=pnllJ be! JU!t recin...-..:1 m.~ e= :!:.Ina ec 2 
offered to stoelcboldere in .l.pril. ~ ftu:.d ~ u. t.0 te ll....C t or cap.it&l ~­
ment gradually over t he next few Jl'US. T'ne o!ter~ .-rico be2 !1Ct :r-t bee. 
filed , eo that tha amount to be ra.ited is ~- It l.t if <oU oc.Q­
moderate].y under the market price or 175, it Yi1l iaroln ~ t;s,ooc,coo ~ 
will be the l argee t. issue or co"'""'"' stock t<r. new ca;>i~ 1.:1 ~igl:t. cr li1.DR 

years . 

Corporate N.nancin& is 6])ECu.; to p.ick Q ne:n ....U rl 2 ~ -..-b-­
i ng of bo or tbree good-eiud i!eu.es . O".lle::-& L-. upecUC l..o. .&.;:ri1. ~ 
11. urlr..ed increase troa the exeeptionall3 l.DY rece-t. 1e-n.:s : • u.-t.L:!;-t.ec!~ 
there is as yet no indication of a ncoYery ~~ t.~ lE~ ;n~ ==r_.. 
t he latter half or 1938. 

llunicipel bond awards also are at a Ter'f low ebb. bL~ ~ :U 
J.aat t wo weeks c011bined ban uounted t:> l u e than tlJ,oco,oco. ~~ ~ 
or municipal bonds have r ecently estebllebed • De .. all- tia ~- .: !.1-

t here 1s no sign of greater amJ.c.ipal bon'Cirl.q 1D the~ t='ldu • 
are undoubtedly conaiderablJ' lees than the ~~t » - • 

Roo . S.JD7 llorgenthau, .Tr., 
Secretary or the Tre&JNr7• 
treasury Depe.rtMnt, 
Washington, D. C. 

I ours !ail.b.."UllJ", 

~ p?=-
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P.dl.liiWII OJ TILIGIWI UOIIlD 

ftl<*: Allerioan llabaee1, Rio de Janeiro, Brasil 

DlTI: )luoh 17, 19!8, 4 p .a. 

10.1 715 

I rUer to •1 hlegraaa lo. 57 of Karoh ll
1 

Jo, 

70 of Jlaroh 13, 

I aa told bJ the lxchange Direo,or "1a' 'odaJ ihe 

Balik of Brasil will oloae exchange f or -turUiea ancl 

da11J quotae for the period rebru&rJ 8 - 10. 

Infora Co-erce. 

soonn. 

U:Lft 
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HOLD FOR RElEASE 

COilniit'fU.U.o To be held 1n s~~~~~~~ 
&;;lli'oPU'tCon, tynopdt , or 1 
put l\tt.te or , 1 .. n out untU tho J.Z:.t.,~n;.; ,r tl..e 
rr..St4~!\\. ' • ._uace :t..c bet:U-D in the ::"uau or 
tJ-.- t'.N.Itl' or R.cprasen~tiws, Ertre&a a." aatt 
t.ht,..tcre be •~rchel$ to avoid p~..-tw-e pub­
lieadon. 

STEPHE!I F.Ak1. Y 
Secretory to the Proaident 

TO TilE COIIGRESS Of 7 JIE UN !1'!lD STATES o 

HOLD FOR RElEASE 

V&roh 20 , 19:59 

1 a= t:ren.IJiftitt"inr i.crewith & l ott.or dated U.rctt 17, 1939 , 
flo'a the S.cretar~' or ~h~ Tr<~aaury rogcr..I~n,; tM UJI.ltation phced 
..,ron the total ai!\CU.nt ot de publio debt obUcationa •hloh uy be 
haued and outtbndinr, &t any ~JM tiae under eu.thorlt)" or the Second 
Uberty &ond Act , •• -=ended . You will noto tra- \hi I letter that 
the Secretary or the Treasury roela tlat there will ~ no neouaity 
tor ino ... uln& t i-e preaent lhrlu.Uoo ot ~45,000,.000,000 oc tM t..Ot.d 
pubUo debt wh!eh My be outaUn:!ln& at any one tl!M, but dou feel 
<rety ttr<r~ttl1 that it will be aeeeuacy to lncreuo tM prt:aen~ lia!t:.&­
Uon ot 130

41
000

41
00041000 race ~CI.Uit ot bond• whloh • Y ~ o.sutan!in& 

&t. any OM tbw . 

I rooca~~~nd tht.t the Conereu talco tuch aotion u r~&y bo 
nocote&ry to s1vo the Treasury the authority whioh will cnablo it to 
C!arry "'U.t itl ti,..noin.: operation.s c!urin~ tho noxt theal year u oay 
be ror tho bo•t intarcat ot' the Go'16rnmcnt in Un• with carket ccn:U.t1on.s 
~~.t ~ho tim or euoh financinc. 

F!WIKLIII D. ROOSEVELT 

THE liMit& JIOOfE , 

-- --- - · - -- -- - -- ... - -- - - - -- . -. - -

•J•y dtar ~r. rroddont t 

•n.£ASURY lEPIJl'I1Q:"l"T 
fa.SP.I:tCt<.l'l! 

" Tho socond Libor-ty Bond t.ot~ ttc ll.rOOndod , prOYid .. that 
tho l'aoo fliiUJUI'\t or bo:vh , eortific&t;)& or i~•btf"dnott , 't'rouury 
b1llt , nnd. noten illfi\H.td ~Jrd.Or the> nuthc.r1t.y of U\1\t. hOt. , nnd c~o~ r­
t.H'tc,\t-na c r h'ld~'bt'Cdnoaa 1u1.led u r-.:ie'" t.hu cutlv: d.t.y of Section 6 
or l),11 rtrat l.ib<.rt:; Bond Act ~ ot.oll u(.t. o xcood i n t1u• ~t;r;.rc-r.Ato 
H~ ,OOO ,OOO,r.GO c.ut..atlll.t.dint '"t (.A)' oru. t1.oo t~nd provldoa rurthor 
tt...t Vo f\.co oi"\\O..nt or b uM-a iuu~.:d wit:, drt tho.t Um.1totlon lt-.l"ll 
not. <~X"OtH\ in t}o.~ r. ~:cropte !.30 ,000.,000,000 ouutr.r.dtn' ct an...v ono 
ttn.. . 

"1•. t ht.. proaer..~ ti.PL- t!".o T"t.&\l.l")' ca.n h euY ap:oro.x!Utoly 
t !. ,OOO .OOO,OOO tr oo aaount. or &l:!:!it.loc.r.l p'.lbllc d.-.bt. ob11p.UOM 
\.inJcr tto.e $.)coM Liberty fitlftd. Act . on U.c. 'bull ol \ hi currect 
b\IJ,_l utl•toa thh balat~ce will bo auJ·rtcSont. to oarry the trouury 
~ 1i lnto lt~. t do not. 'bcl1.l't'fol , tblnfc~ . tbt lt. h n~~Mu•ry 
~~ r...q"k l• at t t\h \loD l.tl i:);CN.fO &• b \ t;t ... U_~tte\101 on \ ho totc.l 
!"bt · t·\. rey b. luucd ~n! ~tat..ndi.."\1 •.u~or t\1\ tl.orlt.y or~ 
!:qoon! l.l tM.>rty Bond Act. , n e.:a..Med . 
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"The l imit ation of $30 ,000 , 000 ,000 on ~ntotonding bonds 
prooents , howcwr, o dif fcr vr.t pr obl om. Tno e,nou:~ of bonds which 
th'3 Troc.oury cnn issuo » i thin tt.is limitation, ofte r tttki n& i nto . 
considor~tion tha l!llreh l & r ofuudir>t oporo.tiono , is l'ppr oxilre.toly 
$1, 600,000,000. Taki ng into consideration our cnah r cquire:cnta 
between now &nd Januar y l, 1940 , tho monthly iat>~onoo of United 
Stntua Snvins,s bonds , nnd the possible r ofund ins op ... rations which 
th; Trvosury ""'Y \ori.sh to conduct , it sour.a quite. t.pP"ront thllt tho 
b<.lr.nco of ,1 , 800 , 000, 000 will r.ot bt. sufficient to t;i v" th< Treasury 
thnt l otitudo roquiro<' 1n its fin:u.ciol oporotions over thu noxt 
fow conths . In order thct tho Tr~naury ony bo in n position to 
tnk<- <.dvnntncc or fnvor nbl o cnrkot conditions r.nd not bo for cod to 
confine r.ll or its fil~Cneing operations to short- tom obligc.tioM , 
I strongly urge thnt n rocamrondntion bo mndo to tho Co~rcss thnt 
tho limitntion of ~30 ,000,000 ,000 on bo~a bo oliminnted entir ely 
so as to r,ivo tho Tr»r.s.a ry tho floxibilhy it nouds for its f inruacing 
opor ntions du r inr, the ne xt f i sonl yonr. 

"Fnlthful ly your a , 

!1. NOROL'ITHAU , JR." 

---- - --
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Present: 

l.larch 1?, 1939 

1 : 40 p . m. 

Mr. Bewley 
Mr. Lochhead 
Llrs . Klotz 

(Note: Just before Be~ley caDe in to the 
Secretary ' s of f ice, the Secretary spoke to 3utter­
worth and copy of t~eir conversation 1s attached. ) 

HM,Jr: I am sorry to make you miss a l unch. 

Mr. Bewley: Not at all. 

Hhl ,J r: But I th01.~l1t you mi ght like to have 
thle informati on which is fairly importa.nt and I had 
t his co.ll -- whi ch 1s between my lunch and Cabinet -­
I have Just been talking to Butterworth. 

What I wanted to say to you was , last night 
on a volunteer basis, we asked all of our banks to free~e 
all of the C~ech accounts and everyone have done 1t on 
thei r own. We have no au t hor ity. 

Ur. Bewley : Uhhuh. 

HU ,Jr: Thought you might like to know ttAt . 

Mr. Bewley: Very int erested; yes. 

HM,Jr: Of course, two hours as o Bolton phoned 
t hat your people got out a letter asking your people 
to do that . 

Mr. Bewley: I s that accounts for private Czech 

citizens? 

KU ,Jr: Evcryth1ns . 
been drawn pri or to the day 
frozen. We are not giving 
i s for your Government . 

Everythlng.that has not 
Hitler walked 1n t~ere is 
this out, Bewley . This 

. 3S 
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Mr. BefleY : Oh, yea! 
doing the eame 

Oh, yes! But we are 

Hll'r : Hal.itax told I ennedy he waa t hinlti ng 
ot doi ng , but a n hour or t wo ago Bolton read t he 
let ter over t he phone t o I noke . A d1reot letter. 

Mr. Bewley: Really! I see. 

HU,Jr: We have done it by word or mout h, telling 
them it was voluntary and telling them no reoourse on 
me , and everybo4Y agreed. I keep saying only one I am 
having trouble with 1s the Export-Import Banlt. They 
are not sure they can. It is true! But they have 
. 100 , 000. 

where . 
Mr. Bewley: This 1B all American banks; every-

Hloi ,Jr : Ot course, it 1 s !lew York, which is 9~. 

Mr. Lochhead: We have not gone any turther t han 
the New York bank s . 

Kr. Bewley : That oovers everything. 

Mr . Lochhead: Covers 95~. 

Hll Jr: Now , the other thing I wanted to tell 
you was tfi:t through this morning , your people did 
i40 000 000 i.n Sterling and the thing has held very 
weli. ' I am very much pleased. They gave us an order 
to hold it at 4 . 68- l/8, which is a good price. 

Mr. Bewley: Yes. 

Hll Jr• And so tar we really have not had any 
opportunity t~ do anything, but we are ready to help 
it neoessary. 

Mr. Bewley : Yes. Yes. 

And I wanted vou to know that. HK.Jr: J 

Mr. Bewley : I do. '!!hank you. 

Hll .Jr: Anything you want to ask me? 
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Kr. Bewley: No, I think not. I am extremely 
interested , but nothlng especial to ask. 

HM ,Jr: But I wanted your Government to know. 

L!r. Be~Vley: Oh, yes ~ 
ment at once . 

I will tel l my Govern-

HU Jr: If you will come around tomorr ow -- call 
up -- (to dr. Lochhead) I think thnt Social Security 
~etlng is at ten - - but I think around noon, if you 
drop l n around noon we will let you know what happened. 

Hr. Bewley : I will do thtlt . Yes . Yes. Thank 
you very much indeed. 

HU ,Jr : Well, i t ' s Just another one of these 
things. 

Mr. BeiVley: Another one or these things. That's 
right. Very unpleasant . 

Ht.I , Jr: Mr . 11elles gave out a very stron;; state-
ment about an hour ago. 

Ur• Bewley: Oh, did he? 

KY ,Jr: Yes; very strong. 

Wr. Bewley: I hope we will give out a very 
strong statement . 

KY ,Jr: Your Uinlster goes on today at 3: 15 , on 
t he air. 1 hope t hat I can listen. 

noon . 

Thanks for coming ln. 

ur. Bewl ey: I will · 

Drop 1n around noon. 

I will come in around 

oOo- oOo 
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:lVd '- S""S 
Opere. t or: 

._"l'Jr: 

..,, 

~. 

:.::.:...rr : 

~ : 

u·· r . .... "'r . 

G? on . 

Go s nead. 

- 'l t' rwort.h . ~cllo , .• ·:r. " t 

:!arch !. 7 , 1<13t? . 
1 . 1t!')--·-· ,.. .c. 

Z38 

I ' m '.l? rry. Jus t tt ctn•ttc • ? lt>aee -- j uEt to minute . 

No ..- w!lat ' s the mr.t t.er ? 

~e T.~S on t !le l l r r. 

"ello . 

Yes . 

Go a~ead . 

f<'! llo . 

But t.t>r•o rth : !fD 1.lo , s1r. 

... . 
~ -

!!; 

B: 

3 : 

t,.- · · .... . -- . 

How ere you? 

I' c all r1sht. Butt.er..,orth , -- r."!'?? 

Yes? 

Is -- y?u -- I don ' t t;::')W r!l.P t~l!r ~- ,u • v e 1:'2'!n !.:1 
t ouch r1t.h the ~re~£ur.· t.~cre ?r r. ? ~ - - tte ~r~t.1e~ 
Trcs sury . 

I had a wo r d ._. t t.h ?h1ll1!)S. 

But theY ' '·D ~1n~ sooe r orty l!l11.11?n ~~ll·"s tn ,..ounde , 
I ~~derstand , combined . 

~es . 

~at 1ncl~!e~ oper Ftlns bo t h f?r ~he :renoh r~~ the 

Swiss . 
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And t!tc;:;' vr;o bePn v ery " 
nnd 'l:" the circu:n~tonoe:uc:;:c~hs~•l~ in holdi'IS ttl~ poun<\ , 

• - _n..t , '!''it " e tra~y . 

Yet. 

They ' ve s,i \"'en us :-t''l ort'.cr n:>n 11'1 " f ?ur ·• x•" 1..,.., w.l1ch tJ :>,;f'rate lt , 

,, 1"1,. 

~- · • 

e"' ~s-e .,.,t. C.!'~. ~n c t(;ht ~ .• 

And I Y18.:1tc~ t? 
have, taken :~:--~ 
?le~ zed •.•..... 

Yea~. 

Good. 

But u p to r.ow, nobo~y han called ~n us . 

Ye&.h. 

l!oY' , 3~T·ley 1 3 ::ut~ ldc , anll : ' c; g:l ir.s to tall< t.? hill 
1n a m1:1ute . ...•. 

Yes. 

'· 

:.t:d I'm go ing to : ell !ll :: t he.t yes\Ot-rd?~·. o~ t!tc t•IC­
~cE tlon of t he St~te De~Artwent, r e c;~ t i n t~~c!t • tth 
all the Nc'!" Yo rk banks snd vcr!lal~· told thee t.!l~ ~ 1t 
l"ould be ;>!eas i ng t? ue , thAt lf :>:'~· craftc drFMl "' 
;r1va t e or Governcent Czecho:!::~Pf. 1 ~n accounts aft~r 
the GP.rmans had walked 1n ..... . 

yeeh . 
Thst they wo u1d r e frll 1n from caGhlng t .hosc chec".c 
unti:!. the Admln1strl\t.1on here ~ad a c hence t o turn 
!t!""ur:l., e.n~ e•:ery l::Mk t~Uecd to do 1t. 

Ye:;. 

I meM , purely 9. vol1:nt.a ry oe!'cure cr. the l r ;;art . 
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Qu lt,; . 

And ! ~~ought t~ " t o knor. th~tt . ..ct ~ .. c pco.,l r ::: !:ngla:-~f !ll:ght llke 

I ;m sur e t ht>y wo•.1l~ . As a m~tt.~r , f j'pct 
o. !:ngl e.n<t , t h i s morr.lr:!i, , I u:-.1~retand. • th ~ BAnk 

• 

Y<!&.l: . 

In ::~~o:C the baJJ.: "&l' . 
- t~ ,., ...... "b • • 
- h~~-~ - ~u~ _t ; I ~~· ~ t 
3?lt on to Kno~c. - • ~ co~~ ' the 

1 Ptt~r ~ro~ 

!nformat1"" ::: 1.? ~l: c hold1:'!<'6 ':lf Cze~h ... . 1 1 
Czech 1r:rt1t.u>:.lona, tl!t ttc Amh~--cdo; -.,::~ &0~~1,_and 
1"1 t h Lord. !:alH><~. . . • . • •• · ' .. 

Yt>e? 

And he l:~.s ~ Pn t ;;-:lu .. t elc,;ru • . 

Yes. 

The Br1t1sh are :5 11ne t ? t.r;; ~ ~ <!c t:.e saoP? 

Yes . 

~ell no, t ht>Y sl~'ly ~rhc~ -- t~€ ~ank c! ~clcr.~ 
asked tl:e city l r:rt!tutl>nf t " $~"~ the':' lnf':ll""'" ~~~!'l 
RS to the extc!'lt o~ t he Czcct ~>:~~ng~ . 

"lt>ll """' • Bolt?n called K!'l:>l:c n little r.:.lle ago rncl 
De i d they o;ot ou t ~ f ormal h tte:r . 

If they hpve , ?.8 11fr.x d l dn ' t mow ~ t - ten ho ta l !.cd 
t o the Ambassador ab~ut ~r. hour ~go . 

"'el!, 1t • s 3t. lPaet :o.n hou r -- ~-., ~:>u-: tg:> thnt 
ll?'tcn cPllc~ . r et-e' th~ letter t~ h~m Y '<'r "..'IP ~h:>:~c , 
a~d - e -- a de~!~ · · ~ ?rlcr. 

• 
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Correct then. 

r:"~ :: .. to '..'e -:rP: -- wac J u~t •ell , the lctt~r t~n t tr..~y ~ 
s. direct ord! r. 

Well , they ~rob~~ly r~~nd a ray then . 

"ell, - or t~EY t r c u::1r-e !' clt~ncc . 

Yes. 

I've n0t1ced th~ r . t~~t the Trcssury, F 1n~e the f irs t 
of J~>nuary, ln E!'lel•n" , 5C~ms to b e ver,· c! trect. 

(Laughter) 

All rtght , I ' o 0 l.11d t o i't>ll r you lcu:;h . I r:a~ e.frn1d 
you he.d mic :cc $0~C ~f roy innuendO eo~li~r ~n t he 
conversation. 

sc -- "'ell, an:;r.li.Y I r.ant.e~ t ? kee;:> y~u ·;;-- t,-~~te 
"1e -lon't ;<.no" of f'.nyt.h1n.: tha t -;;c c'uld d? now, 'b~t 
I want t hem t ? tr.~~ '·~~ ~ . tb~~ I'o ple~£e~ e~ whet 
they ' re i"l ll£ , And sccon'l , t ".r.t -::c stllnd r <'!'c;• t o 
help 1! npceesar:;. 

Fine. Thar.k y?u eo t3uch f ?r t.clHnc; me er.d ! :i~ 
appreciate 1t. 

And - - th~>t t he -- that e.ll of the barJ.E here got 
the. t worcl l s sL night fr,, us •m a v"lur.t• ~:· b•~lP, 
l'nd the:t all agreed . 

~cod . 

sn evcryt.h l ng 1S -- the on J.,y per eon we're hl' v1ng SN/ 
troub!c -~tl: 1s t he El<,;.ort-Il!IF?rt Be.:l!:. 

(Lauo~ter) 
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That 's t he truth. They're n:>t sure whether they c8n 
c on:f'orc , but :> t her wi ee v·e ar e ;;et t ine c:>:>,> er a ti:m. 

Good . 

This t hing, &e :f'Rr 116 I was conc erned , car.e 11e a 
o :>n:,lete surpri se t o t~e . : do n ' t know w~ether y ou 
peopl e f or esaw it :> ver t her e . 

"'e l l, I d.:> n't t.hlnlt anyb? 'y l':>resa•· it - - t he 
t he ""Y it v· :>uld be O. :>ne. : t h i n,( p 

grea t r.oany J eo:oleo :f' or~sl\v t he f Ret t.hPt ~hE" t hll t 
certa in ci:lano:'ee •· :JUld m ve t :> t aite ;>bee it' t.::-, -­
t:~e 

Yeal'l . 

But I d:>n 't t hi nk s n,voo~y ex:>ected t hs. t. the Gerr.11ns 
\7er e g J1ng t:> g:> in ther e a:r ren<' t he ir t roo;>F in 
t h!lt '''!'Y 1!'\t :> C:!'ech,l:>vltk i a ....• 

Yeah . 

Cz echo , !'n0 v:er e goinp t :> •. tAke it P ?~rt an<\ .>P r ~ l 
?:f' t he Ger man Re ich . Th• t cPmP , I t.hink, a~ 11 c :>m­
,, l ete sur.~rl Pe t. :> ever.vbof c' · 

0 . K. All r igh t. 

But it l ooks ae t.hough H pee=:E t ;..a t. t':er e t>l'e c i t' H ­
oult t1~es anear . 

Yeah . 
h i o or 

I wil l lnd e ec , sir. 

C'rood bye . 

Oood bye. 
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Present : 

llr. Hanes 

March 1? , 1939 

10:45 a.m. 

lolr. Lochhead 
l!rs . Klot z 

!Ul,Jr: {To Ur. Lochhead) As you know l!r 
Welles is coming out at t welve o'clock with a ~tat~­
ment about th1s Germany and Czechoslovakia, etc. and 
so on. I understand they are going to invoke counter-
vailing duties tomorrow. I th1nk t he Presi dent wants 
him to do it tomorrow. 

Today is the day the Stabili zation Fund ought 
to go in and, i f necessary , spend a little money to 
soften the thi ng as she goes down and I want you to 
get hold of Knoke tor me , have him call up Bolton and 
say we are ready to stand bY! what would you 11ke us 
to do . 

~r. Lochhead: I have just been talking to 
Knoke

1 
whO hAd Just finished a telephone conversat ion 

with Holton of the Bank of Engl and. Bolton had sa1d 
t his is interesting -- that theY are invoking an order, 
or it is i n process of being prepared , blocking all 
Cceoh balances over in Engl and. That is apparently 
going to be in some ott1oial to~. bUt t h ey are block­
ing ever yth1ng and theY have pr obablY about 6,000,000 
pounds of 30 ,000 , 000 dollars. In the United States 
we oan onlY ngure roughlY i3 ,000 ,000 -- very small 

343 

balances. 
The Brit ish have sold about 835,000,000 exchange 

th1s morning. I told Knoke when he was calli ng me that 
naturally, when he phoned, that we would s t and by, but 
at that t ime it was not decided whe ther the English 
would sell gold whi ch theY held here te1 pr ovide the 
balances necessarY or whether theY would obtain the 
dollar balances bY selling gold to us i n London. But 
I told JCnoke to watch ito 

Rates are holding verY nrm, but I did tell hilll 
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not to be a!raid, if' it was necessary we would take 
gold over t here. We would probably a ccelerate the 
movement of' it, but we would toke i t . 

HU ,Jr: But this is the kind of' day the Fund 
is there and 11' we lose a hal! million dol l ars it is 
just too bad. ' 

Mr. HAnes: Right! 

344 

t.lr. Lochhead: Up to noon-tiroe, rates are all 
holding firm. I ncidentally, on Dutch guilders, McKeown 
or t he Fed called up and we got about 300,000. I told 
him, "You have the order; keep ri ght to it.• 

IDI,Jr: I am goint, to uoe the word "luckY Jew• 
because supposing we had done t he t h ing las t week with 
t he Germans and then everybody would say Morgenthau did 
1t. Now they are doi ng \t -- the President is t i ckled 
to death he has a weapon and he ' s tickled to death to 
use it . 

Mrs. Klotz: Just lucky! Just lucky ! 

IDI ,Jr: And Hitler did it t his week instead of 

last. 
Urs. Klotz: He always does this for you! 

(At this point, HU,Jr spoke to Knoke on the phone 
and t h e following is his side of t he conversat i on. ) 

!U(,Jr: I am s t anding here wi t h llr . Hanes and 
Ur Lochhead and this is the day where if it costs us 
a iittle money, it won't bother me . What I want to saY 
is I understand the British are doing t heir bit and 
ha' p nt $35 ooo 000, but 11' the thing should get . 

lve s ecall up Ar~hie and if we haVe to spend a little 
~o~~~y~nd lose a little money, todaY is the day we can 

do it. 
VerY confidentiallY, tor you ~nd8G~~~~~~i~~r-

rison only, Mr. Welle!hisA~~i~gg ~~c~t:ry of State. So 
statement at noon. • e 
I just want you to know that. 
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Well , if the thing geta sloppy and geta out 
ot hand , I want to atep 1n and soften the blow as she 
goes down and I am not afraid to spend some money. 
That ' s what the Fund 1a there for. 

But you keep 1n touoh. And the only place 
I will be ia at the White House, but I am reachable. 

Righto! 

oOo-oOo 

345 
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PAUPJII.US or TIT ... •¥ UOKrtD 

JB.OM: Allerioaa LepUOD., Praba, o .. ohoelonkta 

DATI: March 1'1, 1939
1 

4 p,a, 

10.: 47 

Ref•renoe h -de t o your telegru Jo. 13 of Maroh 18. 

The b&Dlte are not oooupied by troppa - when t he 

entire oouatry 1e oooupted by the a 11Uary there would 

be no point 1D any auoh prooe4ure, Gerau auihortu .. , 

howner, haTe oo.plete oonirol of all baDltiJI8 truaaoUcaa. 

CARR. 

. ll:Ln 

' 
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PAlUPBRASK OF ULal!Wt UOKinD 

nlOM: 

DATE: 

Aaeriou ~baaey, Parh, 

March 17, 1939, 'p.a. 

10.: ,97 

I'ROM COCBRAlf. 

France 

Teeterday the Parh exchange market wae closed be­

ca.uee of a. holida.y. Interba.nk tra.ding wa.s nenoua, a.nd 

there wae a. he&YJ elUIIP in securiu ... .. Because of interna.­

tional politica.l deYelopments, t here wa.s toda.y a. definite 

fi1gtlt fr0111 Europea.n currenciee into the dollar. 

At ha.lf-pa.at three when I tal.lted with the Ba.n.k of 

Fra.nce the J'rench control bad yielded one a.nd one-quarter 

million pounde; e ight million dollars bad been lost by 

the Britieh . .f.e yet no announcement baa been made ss to 

the French consolidation loan which was to have been floated 

on the lll&l'kete in the Hetherla.nde and in Switserla.nd. 

Beca.us e of the Ger•n situa.Uon thh -Y now be indef­

i nitely poetponed, Reyna.ud hae been advised against thie 

loa.n 'by the Governor of the Bank of rrance, who oelievee 

tha.t it would injure the credit of the rrench Government. 

Other frienda of the r1na.nce Kiniater have wa.rned that 

getting too closely tied up with M&Dnheiaer would not be 

too good. This aorning in aupport of French rentee the 

French rente fund spent 300 ,000,000 franoe . support wa.e 

aleo neoeeeary for for ward tra.nce. The ataoephere on the 

aarket ie in general much worried in view of reports of 

reoa.ll of uba.leadore froa Berlin, ruaore that Ita.l1a.n 
troope 
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t:roopo U"Wo laD4M 1Ja .U'Maia, Dala41e:r'• :requ .. t fo:r 

opoo1al powo:ro fo:r a U•, aJI4 eo Oil . 

BULLIU. 

348 
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TREASURY DEPARTMENT 

IHnlt OI'Pic:& COMN UNICAnON 

DA... MaJ'Ch 17 t 111311 

S P,M , 

"""" I, B. lladle:r 

~though the Go•erument aeourity zarket ••• ~uiet tod17 • 
p r ioea ealld trta 1 to 8/32nda up until 3:00• and in lat a 
tra41na. tell another 1 to 7/32Dda , 'l'rlaauJ7 boDd.a at 5:00 
•u. trea 2 to 15/32Dda lower than laat night . The oD17 
o rtarina• ccaiq into the ..rkat were 1D a&all ...,unte, 
aDd 110 iDdicaUona ot g..,eral aallJna "" artdent , 

• 
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P~BIU.S~ OF Ut.'I<JUM UCI IftD 

JROM: .American labe.BBy • Paria, rranoe 

DA!I: March 17, 1939, 8 p.a. 

•o.: 35a 
STRIO!LT OOIFIDII!IAL. 

1'ill )'Ou pl ease intora Secret&r)' ~orgentbau ot the 

350 

follOWing: : 
\ 

I e&w H&littu and &eked hia whether the British Go- . 

ernaent was going to release the gold which is held in 

lngland tor the account of Caechoslonki&. He replied 

that yeetercl&)' Sir John Si-an bad diecuesed the matter 

with hia. Sir John had said that the gold was held in 

the Bank of England tor the aooount of the Czech banks, 

and that the B&nk of .England belined tbat when drafts 

were presented the)' could not retusecl to honor th•. 

I suspect, howsYer • tbat & way will be t oUDd by eoaeone 

to at least tie up the gold, and if it is at all poeeible 

to attach aoae of it to pay back part of the adYance which 

was reoeDtil)' aade to the Caschosloftk GoYerment. 

UDIDT. 
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F CCERAt_ REC f • e: 
Oi' NE\"o VORl'; 

0 ..... lT' u •• OF ''C E CORRESPONDENCE 

c:o~n,.l& rn.• 

..... -·-· SUDJtc:t fii.IPIOIJ C:OifiAI.IriOI 11!1 

aM1t or •uu. 

••· .. 1._ oall .... 101 - . .. 1 - ,.., • ••rnt~. lb.,. had •14 

eo tar aboo\ t111 1001000 1a Uao &..adell ..n.- 1a a44tUoa te the 

Duleb abo11t tlO,ooo,ooo •' •a,ooo,ooo IPUt --. tho ,. ... , lwt" 

aacS Belcl••• 

tho 81'1 lllb o. .... ._., •• aotac to lllellr all CIMhoelnakl• 

balmooa eo4 ••••• 1a Loa._ or eJ'Mq la lbo ton• CsHhollonkt• 

llepubU.o •4 t h o 18Uow1., lo"o" ha41 aooo1'41Dtl1 bMn ncae4 -, lhe 

Cheneo11on 

•• •• Go ooaat4• 

-· 0~01' tluaoial laftUUtlODI llho held beleDI011 10«11'1• 

tloe or 1014 ot tho J•r-• la the ton•r CaoellolllOYekha 

Ropubllo 1aalu41ac tho toner CHOboelo'fMtea Oonl'll8•t 

8114 tho .. Uoaal ._., ltiM&l4 aot aeko e:r PaJ'II•t• tNa 

aeb 'hl•ao• or pan With •-1'1Uo• or aolC wttbM&l 

M'nH or at• llaJ""' • trou•IT• • 

I Maf10fto4 Glal tao 11•• a o 1ft 1400 •• to Uat total ln'I'OhM. Bol._ 

thCKaCh\ n .. , 1a ..... or at,ooo,ooo ed at1bl trOll .- up to ..,. .. 

\hl"' aeb bla•• I 1adloato4 lhal eooel'd1nc to ftpr .. boto" ae, 

rr .. OaN\oele'falaa baliiiOOI 1Jt tal!• • .,. ..... 0 eot 1111el.J to bO 

llllob .OI'O ·- fa100010001 1.1'1 .utlioe lO wbiltl \h'" ""0 IO«<riUOI 

bol4 la ...... I'Oiardlaa *lab ao ttpro n• to M h... llio""or, tho 

bllllc ot •• .... 1'1\101 pNklllJ ...,rt•oC Caoebollftakt• atornel 

•••, \bo \'Ill .. ot lbla ••• •w1ft17 tad1nc • .., • 

.&1 to \bo aononl 11\oa\toa 111 .... po, loltoe 1hhd Uld 
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CE CORRESPONDENCE 

c:ot•t~ur. nLa 
"· ...... 

C'F l'l .'/ 

. .... 17, lt18. 

S~.> Jcc; I&IPilOII COIYIU.IIfiOI Yii1Il 

I 
•~ or IIOI.Mio. 

I called leUoa llaok at 1l1N to aalta •re that I bad ••-­

n-.4 bill •rnnl7 •• to llba\ ... hf.al d•• abnt lllo*!Jic C•••• 
alnutoa llaloaaN oa4 ••••• 11a lftcloa4. BolteD -n,._. to •• Vtat 

t he •'-•• lntv ~ an•allT bee.t staaed ~ the QauHllar aad had 

baoa 4111\rtlluted •rt., bllllluee ~n tedq. ..,..,bo. llbo .. , 

1AUa del7 oaaaened had lie• tell of 1t 1a adnaaa. 

Ua dltller Nlea of tbe dq to tba .. rtrn ill Leedo11 b .. 

1DeNa ..... Ulv ,._ooo,ooo, 10 \bd bia total dollar luHe _...,. 

..,.. ,._.., ttO,ooo,ooo. 1 aoat:tooed our PDrtll•••• ot cu114era lft4 

baJ.ca• encl ... ..- tbat " were •• OD.ldeue •• nv te oaopenu wUb h1a 

an4 \bat 1 foU tbat wbatwor bHODI &MHI&ff -.1<1 be clona b ..... 

!bte, Boltoa rapl1o41 th&7 _,p.,olat .. ••ff oaeb. Be allla4 wbtl\her 

... bact takoa OD7 paJUoalar nepl OYer CIHhoalOYaltia lftcl I npla1aa4 

tbat .... Ham10e bed elllect up \be lea41nc •• 1a Ula bf.acar b-*• 
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FECERAL. RCS RVC DA' »C 

Of' f'tCV. YORK 

CE CORRESPONDENCE 

COinDmU&. nlll 

1.. •· lriMile 
I 

0 ~ llu* u, u •• 
SUDJO:CT· f&IPIOII COftUNIJOI ltfl 

••t OP •oLMo. 

h.,.. ... •• mew 11&4 c..-.lle'fut• ~al•••• •d ba4 ., the ..,, •• u .. 
ot \bt '-"'•17 et \aae ,,. ... .., aade an lnfonal ~·n 101' \bdr 

'fOlllll'aJ7 MOPINUCIB 1a Ht efteftlQI fOI' \he Uae bellll ID)' lapeftiD' 
against C~echosl<Lvakian otne_d accounts. 

1114 1111181Ual •r.•••Uoa• lr. llarrieoa lla4 "- uared "' all or 

til• ot •tacr •••....U•• 

L\lltall 

,. , , 1 .> I I 

'··-· ............ 
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	00651
	00652
	00653
	00654
	00655
	00656
	00657
	00658
	00659
	00660
	00661
	00662
	00663
	00664
	00665
	00666
	00667
	00668
	00669
	00670
	00671
	00672
	00673
	00674
	00675
	00676
	00677
	00678
	00679
	00680
	00681
	00682
	00683
	00684
	00685
	00686
	00687
	00688
	00689
	00690
	00691
	00692
	00693
	00694
	00695
	00696
	00697
	00698
	00699
	00700
	00701
	00702
	00703
	00704
	00705
	00706
	00707
	00708
	00709
	00710
	00711
	00712
	00713
	00714
	00715
	00716
	00717
	00718
	00719
	00720
	00721
	00722
	00723
	00724
	00725
	00726
	00727
	00728
	00729
	00730
	00731
	00732
	00733
	00734
	00735
	00736
	00737
	00738
	00739
	00740
	00741
	00742
	00743
	00744
	00745
	00746
	00747
	00748
	00749
	00750
	00751
	00752
	00753
	00754
	00755
	00756
	00757
	00758
	00759
	00760
	00761
	00762
	00763
	00764
	00765
	00766
	00767
	00768
	00769
	00770
	00771
	00772
	00773
	00774
	00775
	00776
	00777
	00778
	00779
	00780
	00781
	00782
	00783
	00784
	00785
	00786
	00787
	00788
	00789
	00790
	00791
	00792
	00793
	00794
	00795
	00796
	00797
	00798
	00799
	00800
	00801
	00802
	00803
	00804
	00805
	00806
	00807
	00808
	00809
	00810
	00811
	00812
	00813
	00814
	00815
	00816
	00817
	00818
	00819
	00820
	00821
	00822
	00823
	00824
	00825
	00826
	00827
	00828
	00829
	00830
	00831
	00832
	00833
	00834
	00835
	00836
	00837
	00838
	00839
	00840
	00841
	00842
	00843
	00844
	00845
	00846
	00847
	00848
	00849
	00850
	00851
	00852
	00853
	00854
	00855
	00856
	00857
	00858
	00859
	00860
	00861
	00862
	00863
	00864
	00865
	00866
	00867
	00868
	00869
	00870
	00871
	00872
	00873
	00874
	00875
	00876
	00877
	00878
	00879
	00880
	00881
	00882
	00883
	00884
	00885
	00886
	00887
	00888
	00889
	00890
	00891
	00892
	00893
	00894
	00895
	00896
	00897
	00898
	00899
	00900
	00901
	00902
	00903
	00904
	00905
	00906
	00907
	00908
	00909
	00910
	00911
	00912
	00913
	00914
	00915
	00916
	00917
	00918
	00919
	00920
	00921
	00922
	00923
	00924
	00925
	00926
	00927
	00928
	00929
	00930
	00931
	00932
	00933
	00934
	00935
	00936
	00937
	00938
	00939
	00940
	00941
	00942
	00943
	00944
	00945
	00946
	00947
	00948
	00949
	00950
	00951
	00952
	00953
	00954
	00955
	00956
	00957
	00958
	00959
	00960
	00961
	00962
	00963
	00964
	00965
	00966
	00967
	00968
	00969
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	00989
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	00995
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