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1 
JUDe 1, 19)9· 
91 )0 .&.. II. 

!'RUEtn'l 

H. &. .Jr: 

Foley: 

Secretary Morgenthau 
Jlr, Hanu 
l.!r. t.:cReynolda 
ICr. Bell 
~. 1.111 te 
Mr. Foley 
Lir. Lochhead 
l.:r. l:laas 
Wr. Du1't1eld 
l.tr. G«ston 
l.!r. Graves 
J.:re. Klott. 

Good morning everybody. 

Good morn1ne:, sir. 

H . ~.Jr: £ac, I wieb you -auld t8ll somebody-- who 1a 
look1n~ after Customs these daya1 

UoReynolds: Steve. 

H . ~.Jr: Well, anyway 

UoReynolda: Unless 1t is Bill Johneon. 

H . • . Jr: I want an 1nvest1get1on made aa to hOw theee 
auction aalee ot ee1t.ed goods are made. 

~cReynolds: Yes. 

H. I .Jr: And whether Treasury ecployeea buy them, or 
Government e~ployeea. 

l.:cReynolds: There 18 a Treuury regulation covering that. 

H.L.Jr: But Harry raised the queat1on on that -- Harry 
Dorn1ng -- a couple of wteka ago, an~ tpere il 
a memorandum beint prepared on it. 

• .. 

l! . .. . Jr: Go baok into the laat half dozen auctions and sse 
who bought the atufr, and also these seized Leica 
c~eras. A good many o them are floating around 
the Treasury. 
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t cReynolde : Yes. 

H . ~.Jr : And find out who has them all . 

uCReynolds : Yes. 

H . ~ . Jr : Get a list of these aei~ed German cameras. I 
would like to know who has t hem. Le t us go back 
on the aucti ons to January first of this year, 
of the Laics camer~or any other cameras since 
January first, P~d find out who got them all. 

1'cReynolda : Yes, air. 

2 . • . Jr : That is to say, take a list or the peopl e who 
bc•tllh t at those auctions and find out rhetbPr 
they are Government employees or not . 

• cReynolds : Of course, there are definite regulations-­

H. - ,Jr : I know . 

• cReynolda : That definitely prohibi t that. 

H. r .. Jr : I know, !Lac. 

.~c"leynolds: We will f ind out about it . 

H . .. . Jr : I think you wi ll find some v1olctione. I s there 
anything else? 

.cReynolds : No. 

d . • • Jr : a i ll you get me a list of the vacancies in t he 
Treasury now? Le t u~ go after them. I mean 
Presidential aopointments . 

- oRoynolds : Yes . 

H .. Jr : Let us run down the list and check it every week. 
If you do not !ill them now, you cannot !ill them 
until January f i r s t, next year ; i s that right? 

~oReynolds: That is ri ght . 

H . • . Jr: Anything else? 

wcReynolds: That is all. 

H . • . Jr : Dan? 

2 

• 
... 
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Bell : 

H.U . Jr : 

- 3 -

I have nothing, except that you mlght be 
interested to know that we have Just wound up 
the war loan depo~it account t hat was involved 
1n the banking holiday" We have run through 
t hese war loan accounta and they started, about 
sixty-six and one half billion idle dollars, 
and we have not loet one dollar. We Just wound 
up the last one. We t ook cats and doge aa 
security, plus our prior rights , or course. 

Why don 't we ge t out a publicity statementt 

All right. 

Fix one up, will you? 

Yes. 

Anything else? 

That is all. 

Any change in the financing? 

Yea . We are talking a little about the bonde, 
increasing the amount of t he offering by a hundred 
mlllion to trust account . 

I thought or that, too, but I thought it wae eo 
piddling. 

Well, t hat makes five hundred and fifty. 

I mean, we will be criticized. 

A hundred mlllion dollars. You cannot sell me 
a bond. 

I can't sell you a bond? 

No , s i r . 

O.K., then. I do not •ant anythin~ to the tr~st 
account. 

No. I will not let you eome between Eeelea and 
me. We are t ogether. 

3 
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Bell : 

H. U. Jr : 

B!'ll : 

H.!l. Jr : 

- 4- 4 

The only reason I did not want a bond part1cu.larly 
is because or the aoount. $400,000,000 is not 
large enough for a bond issue . I think we ought 
to add to it $100,000,000 or $150,000,000 for trust. 
Then I will be satisfied .-- five year callable to 
8, and if 1t goes good, we could add to it by 
September. The market is very strong this morning; 
t hat 1s some indication that there is no --

Let me read you my Bi ble, the New York Tribune : 

"Although it is plain that t he Treasury does not 
need to raise any new money et the tax date t~o 
weeks from now, the executive committee or t he 
Feder al Open Uarket CoMmittee met wi t h Treasury 
officials yest erday to disouas the June financing. 
I t appears t hat consideretions touching other 
mat ters than the Treasury's 1omed1ate needs for 
cash were discussed by the £uthorities . These 
considera tions doubtless include t he question 
whether the Treasury should not anticipate ita 
cash requirements by rai s i ng new money at this 
time . Doubtless , too, the strong rise in govern­
ment security prices 1n the last month entered 
into the discusSions. The hei£'hts to Y1hich prices .. 
of governoent i ssues h~ve climed are a Just cause 
for concern. It is unquestionable thst t he pr o­
longed rise in pri ces is storing up trouble. 
If a way could be devised for arrest i ng the riee 
in prices Without preo1oitatlng a crash, no 
t i me should be lost in putting the plan into 
effect . It i s a question wheth• r t he offering 
ot a new ~ney issue would not put brakes on the 
rise tbroURh inoreasint the ~olume of i ssues 
available •• -

Yo~ cannot sell me, Dan, on a bond. 

No? 

No ; I am sorry. 

Then, I will withdraw my trust. 

I thought a hundred :n1ll1on dollars in the Treasury 
a t three-fourths and t hen kind or reed it out, 
mixed ~i th five hundred t housand dollar s worth 
of notes, but it looks to me so piddling that there 
would be cr iticism, and I don 't think it i s ~orth 
doing . 
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5 
- 5 -

!he 1200,000,000 1e enough tor the notea. I 
hate to pan up the oppor\ounl ty or two and a halt 
per oent ~ney tor twenty- tlve or thlrty yeare. 

I hate to aee that bond go to ninety-seven, 
n1nety-a1x or n1nety-t1ve. 

There are a lot ot others out that will go along 
with 1t. 

Well, the old~r they nre 1 the leas sens1t1ve ~ 
consc1ence 1s. (laughter/. 

And the less 1a your respon,lbility. 

Yes. I can't see lt, Dad. I'~ sorry. 

I Just wanted you to oonsl.der 1 t. 

That is all right. That 1s all with the kindliest 
feeling. 

I do not reel bad about 1t. 

I do not see how you oen -- at three-fourths . 

All rlgbt . 

Haroldt 

Nothing. 

Did that memorandum get to the Attorney General 
last night? 

I asaume it dld. The letter was signed laet night. 
I handed 1t to kr. Irey to tranamit. 

I called Jim Yorrla, and he aold he would take it 
up and put 1t on the A. G 1a desk. 

Did he ge t 1t? 

He ea1d be would put lt on hlt dealt. 

I am ture that he dld. 

Just check up on lt, and 1t he dld not, let me 
ltnow. 
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- 6 - 6 

The purchase side or the Stock ~ket yes terday 
was ~n t he way down. The only other interesting 
t hing is that France this week cont~ued to pur­
chase over on thia Ude. The a1110unt sold eo tar 
ia nine million dollars, and that means a depoe1 t 
made ot t wenty-tour million dollsrs in gold. 

Harry? 

The memorandum you gave me yesterday we bad seen 
before 1n modified form. I don't know whether you 
reme111ber it. 

I do not . 

The last time we did not get the ef fect or it. 

Will you give me an ana•er tor the President. 

Yes. It o~e to you a couple or 1110ntbs ago. 

Through a different channel? 

From the President. 

Really? 

We got lt 1n French, we translated 1t here. 

Maybe the next tlme lt will come in Greek. 

No. The CoiiDl ttee on gold met a couple or weeks 
ago, and there waa a dif ference or opinion l n 
regard to the dally tiguree. Archie and I tallted 
it over and decided 1t waa not worth caking an 
isaue or i t, unlesa you wiah to otter some reasons 
other than that. 

For the rest or the summer I am pi cking my tights . 
I am very obooay. 

We still get some uniformity in weekly !1guree. 

Is that all? 

So t ar, so good. 

The Paraguay loan -- I do not know whether you want 
to kaow about it. 
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'lih1 te : 

H. •. Jr : 

Lochhead: 

b . .... Jr : 

Wh1 te : 

H. w.Jr: 

obi te : 
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Yea; very definitely, because this is luncheon 
day at t he White Rouse. 

~ell , it was about a half a mi llion dollar loan 

7 

by the Export-Import bank, following t he usual 
pattern, and will be used, among other thir.ss, to 
reduce and prev~nt seasonal fluctuat ions in 
exchange . Then, th~re i 8 another portion of the 
loa n whi ch i 8 very vague, and whi ch merely promisee 
that t he Export-Import bank ¥1111 cooperate with 
them, to s ee that they help them ge t commercial 
loans , not ind1cat1n~ wheth~r they ~111 under-
wr1 te them or 1n~ure thf'm all , or ~·hat the amount 
will be, and Archie aald it was purposely that 
way. 

On loans not to exceed $500, 00~ include ce i n 
the picture . 

I think the i dea rae that five million dollars 
~ill be the top limit. 

Incidentally I had a very nice letter rro~ Caffrey, 
saying that Dr. Goldenweteer is ill , a nd that is 
the reason why everything has been at a standstill . 

Somebody sent me a book. to give to you , which I 
beli eve l s suppoged to be a copy of t he Red Book. 
I don't know the man. I don ' t know why he sent 
it to me , but he writes as thouah be does know 
me . (Rendina a book to the Secretary) . 

I s there anything else, Harry? 

l:o . Oh, did you mean that we should call that 
~e•ting, or that you were goin~ to t&ke care or 
it? 

Lochhead: Row i s it, Gene? 

~hlte : Gene is taklng care of 1t. 

H. llo . Jr : Good. 

~a. Klotz : Gene knows nothing a bout i t, but --

H. M. Jr : He was here yesterday. 

Gibuons : I t Might be interesting to kno~ that Senator Walsh 
wondered why he had not been in on the Governor 
Curley tax things ; but I didn't know anything about 
it. 

... 

Regraded Unclassified



H.W.Jr: 

Gibbons: 

H . .!J . Jr : 

Gibbons: 

H. I...Jr: 

Haas: 

- g -

Well, I am not f amiliar with that. 

He went on to say then t hat be bad given a lot of 
money to charity. 

Who 1s that? 

The Governor. Who ie quite interesting. 

O.K. George? 

I have nothing. The w1ree went out yesterday. 

H . ~.Jr: Yes . 

Haas: 

H. U.Jr: 

Whlte: 

H. t! Jr : 

Foley: 

H. l .Jr: 

llh1 te: 

Foley: 

Bell: 

Foley: 

H. L..Jr: 

And I talked to GoldenweieerHe said one of the 
men was making an analyaie, which is not completed 
ye~;. 

You explained 
go to Boston? 

to lotias Lonegan why she bas to 
Have you given her the background? 

Yes . By the way, Senator Wa£ner said tb~re was 
to be a meeting or t he eub-comm1ttee tomorrow, 
and he hoped to get a favorable report. 

Shall I call him? 

We investigated t hat fellow Flesh that he wants 
appointed, and t he investigator's reports are 
favorable. 

Senator Wagner's office, please. 

He is a little b!t disturbed as to how the 
Treasury 1s cooperating with blm on the Housing 
loans . I do not know the details. 

Re bas written a long letter here, or wh1oh 
obviously was written for him, in reply to a 
draft of the report that we submitted t o h1m in 
advance, the report was sent orr, but you changed 
t he report yesterday. 

We are against t hat pa.rtioular section. 

That whole paragraph. We are against t he under­
writing provisiona. 

How much ie this going to coat? 

8 
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H.li..Jr: 

Gibbons 1 

H. J.:.Jr: 

Gibbon a: 

H. L.Jr: 

Gibbone: 

H. !...Jr: 

HaM : 

H. l!.Jr: 

Foley: 

Du1'field: 

H.!l.Jr: 

Du1'field: 

Foler: 

H. l! .Jr: 

Foley: 

!!ell I 

H. li.Jr: 

- 9 -

A hundred lllill1on dollar• -- and neab. 

I will not atand for the pound of 1 Fleeh1 • He le 
getting too cloae to the bone. 

Incidentally, he eald Herbert 1 appo1nt~ent 11 
a well deserved appo1nt~ent. Then he turned and 
eald 1 What ls lt going to get met• I said, 1 Not 
a G. D. thing until I have to•. 

But he comes back on 1 Fleah1 7 

That was not ln my capacity. 

All right. 

He wae veryccapllmentary, though. 

Steve Early wae moat enthusiastic about lt. 
George, are ,you all right? 

Yea. 

Foley, we will bring up those Straue letters at 
eleven o'clock. 

Yea. Our Comptroller and Cy are going to be here 
at ereven o'clock. 

I have not asked them, but I will. 

Will ,you, pleaee? 

Yea. 

I think 1 t would be a good idea 1f the Collptroller 
talked t o him about it. 

9 

In studying this thinF, you might have use tor the 
background. On thia idea ot loans to small 
business, the Federal Reserve will take the angle 
that they wantit to go throu~~ tbem not through the 
RFC. Do ,you recall that? 

No. I thought they were objecting to the re­
discount provision. 

That 1e the one hundred !l1ll1on dollar loan. 

That 1e what they want to do. They want to take and 
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'A'h1te : 

Foley: 

H . . l .Jr : 

Foley : 

H •• Jr: 

Foley: 

H. - .Jr: 

Duffi e ld: 

h . w. Jr : 

Gas ton : 

~ . .4. Jr: 

Gas t on : 

H. l. Jr : 

Gas ton : 

10 
- 10-

recast that thing, grab it and put it through the 
:'eder:r.l Reserve. 

We might have t hat i n mind. 

Jonas is golng to testif y tomorrow. 

Eoclea will testify on Uonday . If you are golng to 
have a lending agency, I think t hey had better have 
1t all in one place, although I have not seen the 
order yet. 

Surely. 

It seeca t hat way to me ; but, af ter all, t he 
Texas delegation is much bigger than the one from 
Ut ah or I aeho. We have to be practical . 

I s everything all righ t until eleven o'clock? 

I have a couple or l ittle things . 

All right. You will get a chance . I will make 
no outside appointments' for t his afternoon. Gene? 

I have nothi ng . Di d you want anything? 

I wanted to glve you a message about going to the 
Comptroller's office . 

I have a f riend, an Army officer, who 1a in t he 
offlce of t he As s i stant Secretary of ~ar. He 
brought over two of hie associates yesterday. The 
message t hey wanted to ge t ov~r wee how thoroughly 
t he Army rae prepared in t he matter of eoonoclc 
preparedness ln esse of war. They left a large 
mimeographed memorandum and book Pith me. 

Tha t 1s this book? 

~ell, they left a revised plan, a 1939 revision of 
the preparedness plan. I have lt on my desk . I 
also have a book t hat wee writ t en 1n collaboration 
with t he Army on the same subj~ot . They wanted 
you to know how well they bad the thing worked 
out . 

Ar~ they out of Loula Johnson ' s off i ce? 

• 

They are out of Louis J ohnson 's offlee, and the vleit 
was prompted by a vlai t to t hee by a n9n named 

Regraded Unclassified



H. L' .Jr: 

Gaston: 

H. L..Jr: 

Hanes: 

H. !.:.Jr: 

Hanes : 

fL !!. Jr: 

Ranee : 

Cleeton: 

H. !l.Jr: 

Goa ton : 

H. t!.Jr: 
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Harr1B. They t:bourht you did no t fU:.ly reall;:;e 
how much they had done. 

Neither does the Pre4ident, and neither ~~48 
Colon Watson. 

11 

I have a nother study right on that. I was told 
the other day by a man named Lewi s of t he unusual 
matters that come up, a nd be was surprised and 
shocked to see how little they had along this 
part icular line. 

I hope it is as good as t he plan which was to 
tie up all ot the ele~trio plants using overhead 
wires . I made the suggestion to Groesbeck t hat 
a n aeropl a ne could take a pieoe ot wire and Just 
drop i t over 8JI'f of theee high ten81ons and short­
ci rcuit t he whole thing . They said they had not 
thought or that. 

Did Johnson tell you --

I saw him when he went down to see the President. 
We a r e here eighteen hours a dey , oft and on -­
not always the same day, (laught er) but t hat 
was tor Louie Johnson. 

He said he would call and ask tor an appoin tment. 

Good. 

Re said 1t was v~ry important. 

• 

Ur. Ansl1nger sent to Ur . ~ood so~e very confidential 
information, and after Ur. Gibbons sent Ur. 1ood 
to me , + gave them to Harry. I don' t know or how much 
i nterest t hey are. I .read t hem only casually. 

Is there anything else? 

Thet is all. 

Will l!ac and Herbert &nd you. John, stay a minute. 

(Conference concluded at 9155 o' clock A. U.) 

AFG 
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Ollttll ST.t.T!S S!JI.t.T! 

Co!Oittee 00 BanHng and Curr"'CJ 

.lpr1l 19, 1939 

BI liESSDiOI!R 

Honorable R81U'7 Mor giDtbau, Jr. 
Secretary 
Treasury Daport.ent 
llaehfn&too , D. C. 

l(y deor llr. s .. eretarT• 

I u 011closing e COP7 or s. 21SO whl.ch 

bee rec111tl,y belli referred to the Coal.tt.H oo BaDking 

and eurr ... .,. 

Tbe Collllltt..e would apprec1ate an early op1nioo 

aa to the mer1 t e of th1s proposed leg1alat1on. Jtindly 

eend your repl:Y 1D trip11cat... 

Very sincerely youra, 

(Si gned) Robert P. llagner 

Encl. 
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TREASURY DEPARTMENT 

WAIHJHG'TON, D.C. 

IIDIJIWillUK FOR fi!B SIC mARY, 

FR<II C!IUF, SBCIUIT SIRVIOI. 

MaJor lfarn.r, ot the lin York State Polloe , telephoned -

tide aorDill« etltlne that he would DOt be able to -.olJ'IIith the 

req ... et I -.de J&lterda.J tor a po,....,ct detail ot State rroopore 

at S,.de Park. Be expreeud hie rer;ret, explaiJIJJic at len,th the 

inoreuiq d-m tor trooper• and stated that beoauu ot the pre11 

ot work he baa had to el1111nate all epeoial detaill, Be eaid be 

telt that it wu a clTieable to haTe a p&I'MDNit detail at the eetate 

and tbat probably a detail -ld be turnl.ebd by the Ovre,.,...t, 

.Ltter reoe1Tlne ~ ahOY• int'orM.tion rr- llaJor .....,.r, I 

into mad lire. not& re, ardi"' .... , aclTieed her that I oould ........,,. 

to obooee three tine - traa tbe Unito~ 'l'reo.eury Departact 

Guard Faroe to handle the ueipment, o.Dd requM ted bar to a1T1111c• 

t. oonterenoe with )'OU to diiOUII the propoaal, llrlo Uot& otated 

tbat 1t woul.i be ..,.etl.ae thlo at't.rnoGD bootOI'e I oould ••e JOUo 

.&.bout balt en bour later, .&.cct Quaftere oalled at 8;f ottioe, 

etatlne tbat thle •01'111ne the Pr .. id..t had q&in dilouued the 

aatter or the porat.J»nt detail with b1a and intol'ald hia tbet it 
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""' 11Jcely that Major Warner would not appro'" tu requ.,t tor tu 

detail . Tu Prealdmt requeated .Af;ent Qualtera to diaouaa with ae 

the aclnaability ot b&"fiDS three g~>arde trOJR tt. Interior Depar-, 

Who protect public bu1l41n&e , deteiled to ¥• Parle. I into~ A&mt 

Qualtera tb&t 11' guard• were to be furnished I felt it would be mucb 

better to select three men f rem the Uniformed Foroe of the Secret Serrlcs 

tor the detail as we could aelect three outatanding aan who we ltnow 

are reliable end -.ld b&Ye cOJRplete control o ... r them inatead ot a 

di"fided reapon.aibi.l1ty1 alao that we could appoint th• aa Speaid -

ploy .. a on the Secret Serrlce -rgency ReUet Roll at tl800 per year, 

satablbb.ing tboir poet or duty at Hyde Park to eliainate auboiatence 

and furnishing thOIIl with an automobile to prorlde for their tn.naporte­

tion. J.s you were oacupied with a conference tbia aorniDS, I auggeated 

to Qualtera that u a gain 41aauu tho o1tuatiCID with the Prealdent and 

iotono b1a that 11' 1 t ,.., agreeable to b1a we w011ld prefer to uae our 

own guarda. .Af;ent Qualtera baa juet returned troa the llhite Houae and 

atatoa that the Preaident expreued hia appronl ot the propoaal to uae 

tho Troaaury Departaont Guarda directed by the Secret Serrloe. The 

Preaident did not deem it adv1aable to make any further effort to obtein 

a detail ot State Troopera . 

l will take special care 1n ulecti"S aan troa the Un1f'o,...d Foro• 

ot the Secret Ser..toe tor thia aaa~t. We will ba ... a Secret Serrloe 

-cent detailed at Hyde Parle tor a tn daya to aobool tb•· Duri~ tbe 

timea the llhite Houae Secret Serrloe Detail 11 CID duty at Hyde Park thay 
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will twoot!.on IIDder the 41raotion ot lllpeniel.Dc Ac.,t starll.Dc 

•4 ellaiDate the naoeui t)' ot •eD41JIC the tlu'" Seoret S.rnoe 

.&canto tr<a lin York Cit)' 10bo are tre'lu•tly oalhd upOD to 11Upple­

ae.nt the White Hou .. Detail at Hyde l'Vk. Durinr; the pariO<Ia tJ. 

Pr .. 14ant 1a not at Hy4e l'Vk they will r..,.,t1on under tJ. d1raot1on 

ot Suparnainr; .&cant ll&lODey ot New York 01t)' who will reoe1Te 

d&ily raporta troa th- &nd 11ho will ha•e &n ar;ant trc. • - York 

City aka UDUmO'IIIIOad inapeotiona ot the aen at 8)'4• l'Vk at irracu­

lar 1nternla, -• ot the 1napeot1ona to ~ 4ur1nr; the nir;bt &nd 

othera 4ur1nr; 4ayl1r;ht. 

40 

I • Mlr:inr; ar....,._nta to han the detail rl(lort at By4e l'Vk • 

in unitora &nd ~r;1n tlw auir;,..nt 'by 6 p ... on Ju~~e 2lld. It )'OU 

dea1re to d1aouaa thio eubjeot or h&ve any augr;aatione witb reter-

anoe to ••• pleue adTiae ••· 
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TH.E OHIO STATE UNIVERSITY 
o-w.~"'-"-' 

COLUMBUS 

llr. a..,.,. llorg.,.~ha, Jr., 
Secrota>7 of tho h eai'<U7, 
Treaeur.r Department, 
l'aah1J>ctcn, D. C. 

D.ar llr. llorpnthaul 

lla1 26. 1939 

Soao tlM a&O tho Board of fruotoee of this lnotltutlOil a8ke4 a ...-.11 co.a1ttoo of faculty aeabere to ou&&Oit nameo of poroono IIU1 table for tho prooldancy of thh tlnherol t;y. .bong thoee Wider conoidoretlon It llr. loewoll 7, llag1U. 

l'hllo llr. llacill h lnU ... tolT la>o• to M ao a clan-aato and long ttao friend In Chlca&O back In the •twentlee", I am anrloua to procure coamenta fro• othera upon blo ~lfioatlODo. lila aoaocia tlOD wHh you In recent yoaro, hao l e4 •• to tolco tho Uberty of inquiring whether you would fool froo t o add your own oboerrationo to thoao which we han alJ'oadT gathered. In caoo you find i t po,... oiblo to do thlo, 1 em aoruro you of our greet approcl­aUon, I lllcht add that your r8111LJ'kt would bo kept in coa­fldonco aong tho .. abero of tho coa::d. t toe and tho lloord of !ruateea. 

Vory olnoerely youro, 

IIDitU 

so 
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l!lo!Jr: 
P . W. 
Ps.r)ter: 

HJ.!Jr: 

P: 

ID!Jr: 

P: 

!!1-!Jr: 

P: 

Hello. 

Hello. 

Hello. 

Is t his Parker? 

Good morning, l{r. Secretary. 

How are you? 

Fine, thanks. 

June 1 , 1:139 
9:28 ..... 
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I asked General Craig to check up on t his General t hat 
you suggested, but he hasn't heard from him yet. 

I see. 

And he also has his doubts about hi m. He knows hi111 
personally. 

He does, eh? 

Ye.llh. 

He -­
know. 
we've 

Yes. 

well, of course, t hat 's often the case; I don ' t 
But I got, in t he meantime, Mr. }!orgenthau -­

got ten in touch with this ohap, Jack Keesb1n. 

Who is t he head of the Ksesb1n Transport Corapany of 
Chicago. 

Yeah. 

And be has told !.fr . J. A. Brown that be would vary 
highly reoo~~~mend a l~r. Thomas Wilson. 

Yes. 

~11loon ha.s - - has been Chairman of the Board of the 
Transcontinental Western Airways Express. That's an 
aviati on company. 

Yes. 

And he says he's a man about 45 years of age and he's 
had lllally years experience in the -- trucking experience, 
in both organ1~t1on and operation. 
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IG'Jr: 

PI 

BJ.!Jr: 

P: 

ID!Jr: 

- 2-

Yeah. 

And Xeeah1n aa:r• that he ' • prepared to eelect a tev men 
trcm hi e o.vn or gani &at1on i t t heJ are deeired, t o torm a 
akeleton crew to go along vlth Wileen, and he -- he •er1 
highlJ recoiiiiDende h1m. And ve th1nlt that probably - ­
probably this chap leeeh1n ia the beet qualified man to 
to pick out ouch a man ae an:rone that ve knov ot in the 
country. Nov I haven ' t-- ve ha•en•t talked vith Mr. 
Wllaon, but l t you are intereeted, ve can -- we under­
stand that he i a to be in Nev Yor k , I believe , sometime 
tOdaJ. 

Fine I 

We can locate hill through -- through Kr. l:eeahtn b 'f 
telephoning Chicago. 

Fine I 

Bo what would you auggeat -- ehall ve • ••• • •• 

Well , vhat I euggeat 1e, that it WilBon 1a interested, 
tell him to come on dovn and eee me . 

Yeah. 

Ie he vith ~.W.A. nov? 

I 

No, he'a Jus t - - my underatand1ng ia that he-- he baa 
he ' a resigned from that board Juat recentlJ, a tev month• 
ago; something ot that aort. 

Uh-huh. Well , it he ' a at all i .nteroated, let him come 
on dovn tomorrow aorning and I -- I • 11 ••1 tentat1•elJ 
that - - let 111e see hov I'm fixed -- I could aee him a t 
t en o ' clock tomorrow. 

Ten o'clock tomorrow morning. 

l&ater n -- we •re on eastern standard time here. 

Yeah. 

Ria name ie Tom Wileen' 

Tom Wilson, t hat' • right. 

And he was with T.W.A., 
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P: 

IDIJr: 

P: 

I!J.!Jr: 

P: 

m~Jr: 

P: 

That ' e right. 

Ub-huh. 

That•s right. 

- 3 - 53 

tlell , U' he' 8 interested, I • d be delighted to see him. 
Vall, all righ~, air, euppoae we -- unless JOU hear trom me to the contrary through the -- during the day, I think we can locate him. 
But ...... 

Ve -- ve'll consider that -- that he ' ll keep that appointment. 

Now Xeeshin i8 -- how do you spell Keeshint 
K-E-E-8-H-I- 11. 

8-H-I-N -- right. • Yell t hen, it I don't bear trom you • .. •• 
He 'll be there a t ten o'clock. 
Yea. And if I should decide - - I may want to aek Mr. Keeabln to coma down here next week. 
I see. 

I could I could arrange that through you also. 
Yea. Yea, we'd be very glad to do that .• 
Fine! 

All right. In the -- in the meantime, Mr. Morgenthau, why I've-- I ' ve i nterviewed several other people. I don't t hink it's necessary to take your-- to take your time on t he tele~hone, and it you so desire I might send - - I might send down lett ers. I ' ve had them write in lettero giving their qual1t1cationa. 
Vall, it you would do that , I ' d appreciate it. 
All right , I ' l l do that. 
Thank you, 

But I think tha t -- I think that probably thla - the Kcubi n organization 11 probably our beet bet. '1'h&t 1 e our reeling. 
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I!NJr: 

P: 

HJ.!Jr: 

P: 

- ~ -

Well, 1t -- 1t :rou 1 11 send one dovn, and send th1e man 
down, I ' d appreo1ate 1t very muoh. 

All r i ght , sir. 

Thank you. 

You bet. Good bye, 

• 
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June 1, 1939 
10:10 a . a . 

ID!Jr: Hello. 

Operator: Mr. Campbell. 
Bl!l 
Campbell: Hello . 

ffi!Jr: Hello , Campbell. 

C: 

m!Jr: 

0: 

Good morning, Mr. Secretary. Hov are youf 

Fine. 

That 1 e good. 

C~bell, I vant to oheck up on eomebodJ in Chicago. 

All right. 

A Mr. !l:eeahin ot the trucking oompanJ. 

Whet 

!Ceeah1n. 

How do you spell it? 

X-E-E-8-H-I-N. 

Oh, yea. Yes , th.e trucking people. 

55 

I tell JOU why I'm aaldng. I 1 YO been trJ1.ng to get tor 
the Chinese Governaent some transportation experts to 
eend over. 

Yeah. 

And I 1 Ye been referred to Mr. !l:eeah1n ae the -- as the 
beet man in the United Statee. 

Ae the transportation expert. 

Yeah. Now, betore I took hie advice ••••• 

Yeah • 

• • • • • . I van ted to knov hov he etood in Ch.1oago and whether 
he vae a man ot high reputation. 
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C: 

lil!Jr : 

C: 

Hl!Jr: 

C: 

H::Jr: 

C: 

Hl!Jr: 

C: 

!l!:Jr : 

C: 

~·!Jr: 

0 : 

IO·!Jr: 

C: 

HHJr: 

56 
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Well , his general reputation I can tell you offhand ie 
ver y good. 

It is? 

Yea , As to his knowledge ot t he transportation business 
or hi s ability as a transporta tion expert , I can't say, 
but I will t1nd out tor you within the next hour or two 
and call you right baok. 

\I ell, I -- I've got that end ot i t . That I know. I 
know he knows transportation. 

Yea, well , I don't have any knowledge on that, but hi s 
general reputation in t he communi t y is good. 

But I wanted -- tor instance, Lt you had a thing as i m­
portant as oaking a recommendation to another govern­
ment , could -- could you place yourself in Mr. Keesh1n 1 s 
hands -- t hat's what I want to know. 

Yeah. 11ell , offhand I would say, "Yea• , and I would like 
to just run over t he t hing with one or two people who I 
know \~ill be 1n a poai tion to g1 ve me very accurate in­
formation on t he point and maybe to veri fy my own opini on 
and t hen call you bnclt. 

Will you do that, and you can reverse the charges. 

Oh, that 's perfectly all right . 1 111 be glad to call you, 
\/ill you be ther e th i s morning. 

Yea. What I want is, I mean, oan I Just say, "All right, 
Hr. Keeahin, you take charge and organir.e th1e expedi­
tion. • You see? 

I understand. 

I mean, - - ia he the kind of man t hat you can do t hat 
with . 

I '11 tin<t that out detini tely tor you and call you back. 

Thank you, eo muoh . 

You• re welcome, IU' . Morgenthau. 

All right. 
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HMJr: 
General 
Craig: 

HMJr: 

C: 

HJ.IJr: 

C: 

HI-!Jr: 

~ · .. 

mur: 

Hlo!Jr: 

C: 

H!.t.Jr: 

C: 

Hello. 

Good morning, Mr. Beoretar:r. 

Hel.lo, General.. 

Yes, sir. 

JUlie 1, 1.939 
10:13 • •• • 

The:r eaid t hat :rou cal.led me, I bel.ieve. 
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Well, I wanted to cal.l you to tell :rou t hat I had gotten 
that anever trom Disque •••••• 

Yea. 

•••••. and be bad given hie addreee, both day-time and nigh~ 
and hie telephone number, but I wanted to tel.l. :rou that in 
loolting up I don 1 t t1nd that he 1 e had any experience along 
t hat line. He's probabl:r a prett:r good business man. 

Yeah. Wel.l , I saw your Aide. • 
Yes, sir. 

And I got your l.etter, and I told him I thought we'd forget 
about him, and ••• •• 

Very good, sir. 

I 1m nov worki ng with t he Keeehin Transportation Compan:r 
out ot Chicago. 

Yeo, air. 

And he 1 e willing to organi ~e a group ot h1s own peopl.e to 
go over there. 

Wel.l , there's some strength in that, Mr. 8eoretar:r. 

And he's been recommended very, very highly. 

Yes, air. 

Do you know ot him' 

No , eir. 

Well., I think the:r•re the biggest commercial. transportation 
truolting ooapen:r 1n Amerloa. 
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C: 

ID!Jr : 

C: 

!n·!Jr: 

C: 

HMJr : 

C: 

!n-!Jr: 

" · vo 

ID!Jr: 

58 
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Yea, sir. 

And eo I think I' o -- I think it's-- ve11 , they' r e aend.ing 
people here tomorrow. 

\/el l , t he re was somebody, I don 1 t know w"bether i t was t or 
or not, had seen Dleque last Fri day • • • . • • 

\·fell , that would undoubtedly be i t . 

•• •••• on t h i e same sub jeot. 

That' s right . 

So we' ll Just sit tight and do n~th1ng more about lt until 
you t e11 me. 

That' s r ight. 

I t hank you, s i r. 

Thllnlt you. 

Good bye. 
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Hl~Jr: Hello. 

June l , 1939 
12:07 p . m. 
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Operator: Senator Pepper. 

ffi!Jr: Hello. 

0: Go ahead. 
Senator 
Pepper: Hello. 

ID!Jr: !4orgen thau talking. 

P: 

P: 

lr.4Jr: 

P: 

ho!Jr: 

P: 

HMJr: 

P: 

Xes, yes. Hello, ~x. Secretary. How are you? 

Fine . 

I wanted to tell you t hat if you haven't received it al­
ready, you will get, probably today, a letter from Ada!lls 
who is writing you about our St. Augustine restoration 
ooin bill. 

Oh, yeo. 

Now, he's -- in a tray, he looks to me like he 's trying to 
put you on the spot. 

Uh-huh. 

And be intimated something to me this morning that he'e -­
had written you to the effect t hat he wanted you to be 
advised that you were the fellow vho vas letting down t he 
bars to the coin bills tha t -- tha t might come rushing 
through, and I pointed out t o him that this -- t hat your 
discretion had been exercised purely and distinctly U?Qn 
t he basis o f d1stinotions that existed in this situation 
froc those that existed in other situations. 

That's right. 

That coin bills had passed in the -- in t he past, but 
there were reasons why t hey pn~e~d and why some of thorn 
were not recommended. 

Is that •• . •.• 

That you sometimes recommended one bill and sometimes you 
didn't recommend a bill tha t might be referred to your 
Depa.rtaent . 

... 
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HYJr: 

P: 

!III.Jr: 

P: 

HMJr: 

P: 

~Jr: 

- 2 -
EO 

Ia this AlT~ Adru!!BT 

Yes, this ie Alva Adams. 

Oh, I'd love to get a letter trom him. 

Well now, t hat 's t he reason - - I just wanted to put you on 
not1oe that -- that he'e written you such a letter. 

All right. 

And he's awaiting your reply before he takes 1t up with 
hio aub-oomm1ttee. 

He ' ll get 1t. 

?: Yeah, I know. (Laughter) 

HMJr: 

P: 

HJ>!Jr: 

P: 

EHJr: 

I -- I spoke to Director of the Budget, Smith, myself and 
got it through t here. 

Well, that wae fine. A million thanks to you, and I wae 
pushing Adams, to , "Let 1 a get going on it. • Wagner said • 
he was trying to help us , but Adams is Chai rman or t hat 
aub-oomm1 ttee •. 

Right I 

And ao naturally we wanted-- didn't want t h i s aeaaion to 
ge t too f ar advanced without getting it along. 

Well , I ' ll give him a pr ompt answer. 

P : ll"ell , fine. I just wanted you to ltn.ov about t hat . 

!!l!Jr: 

P: 

Thank you. 

Thank you a lot. 
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HMJr: Hello. 

J une 1, 1939 
12:09 p.cs. 
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Operat or: Senator Wagner . 

Rl!Jr: 
Robert 
~lagner : 

HJ.!Jr: 

W: 

H!{Jr: 

li : 

!W.Jr: 

\l : 

\•/ : 

HMJr: 

W: 

l!l~Jr: 

1'1 : 

!ii-!Jr: 

W: 

!!HJr: 

''~: 

!!HJr: 

Hello. • 

Hello, Henry. 

How are you' 

Oh, pretty good. How are you? 

Ob, I 1 ;a tine. 

Good I Well , you're alwa:re tine. You ' re a young, enapp;r 
:roungeter . 

(Laughter) 

You called me up, Henr:r. 

Yee , I want ed t o know it you end t hat other youngster, 
Carter Olaes, are going to get my bill out. 

Well , they're meeting t omorrow afternoon at two-thirty. 
I finally • •• • . • 

Uh-huh. 

• ••••• go t the old man t o oome up. I guess be's -- he '• a 
pretty sick oan. 

Uh- buh. 

There 's no doubt about t hat . 

But you're going to -- you ' re going to take a vote tomorrow. 

On t he -- that is, on the sub-committee, :rou see . 

Yee , that's Vbat r mean. 

We've got to get i t out ot t here , and then I ' ll have a meet­
ing next week on t he bill. 

But you will have a vote ot t he eub-oommit tee t omorrow! 

Tomorrow - yea. 
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I!MJr: 

'It : 

HY.Jr: 

W: 

mar: 

Swell I 

Yeah. 

Swell! 

Yeah. 

- 2 -

Nov-- well , I guess that's all that I wanted. 

62 

U: Say, did -- I dldn 1 t speak to !!iller myself . Did he aay 
he'd vote -- or what? 

I!HJr: 

ll: 

~Jr: 

\1 : 

HHJr: 

HHJr: 

\1: 

ll!1Jr: 

.. li : 

I!!!Jr: 

'rl: 

HJ.!Jr: 

'1: : 

HMJr: 

W: 

m•Jr: 

I don't know what he told the President. 

I see. 

I had a very nioe talk with the Senator :troo !Hchigan . 

Yeah . 

And he said he 'd be away all t his week, and he'd hoped 
you'd do it this week. 

Yeah . Well -- yeah. 

But What the President did with Miller, I don't know. 

I talked to Radclit:te; he had been against it, and I t h ink 
he's sort ot weakening a little bit • • ••• 

Oh-huh • 

• ••••• in hie -- well, all right, Henry. 

Well, I • •• ;· •• 

I 've had my troubles vitb the - - my young triend, you knov, 
but you've get to be - - you've got to be very ca.retul in 
handling him, you knov. 

!Ughto I 

He ' s old and he'd get a good deal of eympathy it •••.• 

I ltnott. 

A.ll right. 

Thank you. 

II: All right, Henry. Good bye. 
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l!J.!Jr: 
Jesse 
Jones: 

!11-!Jr: 

J: 

HHJr: 

J: 

J: 

9!Jr: 

J: 

HMJr: 

J: 

~!Jr: 

J : 

,T : 

I!HJr: 

J: 

HHJr: 

J: 

J: 

Hello. 

Hello . 

Hello, Jesse. 

Reporting tor duty. 

Atta boy I 

Hov are you? 

Oh, I'm tine. How are you' 

Just tine. Got in this morning. 

June 1, 1339 
12:12 p. m. 

Did you see t hat granddaughter graduate' 

Absolute I 

Good I 

That's the best trip I 've had. 

63 

~/ell , I want to see you when you -- you've gotten oaugbt 
up on your work. 

I'm ready now Whenever you are. 

Are you' 

Have you got anything to eat? 

Well, I-- always, but • • ••• • 

Not today, huh' 

No. Well , t he t irst date I've got open 1s next Tuesday. 

All right. Put me dovn tor next Tuesday then. 

All right . We'll have owordt1sh tor you 1t there is any. 

All right. 

Next Tuesday at one o'olook. 

At one o 'clock? 

Righto. 
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f!!.!Jr: 

J : 

JU!Jr: 

J : 

llHJr: 

J : 

f!!.!Jr: 
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J: 
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J : 

h14Jr: 

J : 
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J: 

HJ.!Jr: 

J : 

64 
- 2 -

In t he meantime, it there'• anything on your a1Jid , why •• • ••• 

Well, eometime I ' d like to talk to you about this Kead bill . 

All right. 

Ae tar as when are you going to teetityt 

Tomorrow. 

Well , I'll read what you've got to eay in the papero, and 
t hen I'll talk to you. 

Well, I' d like to talk to you before. I was going to eee 
t he President this morning , but be -- t hey cancelled the 
engagement because I wanted to rind out -- I wanted to 
talk to • ••••• 

~ell , I don 't know an avrul lot, I'm studyi ng it, but I 
don't know bow be reels on it. 

l'lbat are your inclinations about it' 

I don't know. 

\•!ell , I' l l say t b1a, Henry, t ho.t tre've got all the authority 
now thnt• a explained in t hat bill. 

Yeah. 

EYery particle or it. Now, t he -- I've got a report here 
from t he Secretary or Coamerce. He -- they sent -- t hey 
•ent a oouple, three or their men o•er here and vent 
through three hundred and thirty or our rejected appllca­
t ione. 

Yeah. 

I asked t hem to do it and they t hink we've been pretty 
generous in lending money. 

Uh-buh. 

We ' ve got that report here, and eooebody w a 1 here !rom 
the S.E.C . I don't know who tha t wa s, and! ••••• 

Well now, we set up a little committee inside the Treasury 
with Preston Delano on t here. 

Yeah. 
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And -- and to get a11 the intoraation together . 

Yeah. 

65 

So it you've got anything, it you•n shoot it over to him. 

J: All right . Ie be going to teetity? 

l:ll!Jr: 

J : 

l!Y.Jr: 

No, but I Just wanted to get everything ready that waa in 
town ao in case they asked the Treasury tor a report I ' d 
have one. 

I see. 

I asked Preston to get everythi .ng together tor me. 

J : Uh-huh. So you haven't matured your • •.•• 

l!l!Jr: 

J: 

ID!Jr: 

J : 

!i!{Jr: 

J : 

l:lliJr: 

J : 

HHJr: 

No. 

•••.•. notes on it . 

I'm open tor propositions. 

I see. 

I expeot to see Eooles Saturday, see? 

Xou are going to aee Ecole& SaturdaY' 

I thlnl< eo. 

Ia he going to testity on t hiat 

On Monday. 

On Mondayt 

Yeah. 

J: ~/ell, I'm supposed to go tomorrow. I'd rather wait until 
they're all through. 

J:ll.IJr: 

J : 

J : 

I oan be intluenoed. 

Oan yout 

Oh, yea. 

Ve11 -- (Laughter) I'll bear that in mind. Nov, it some 
1t it vaa aome people , I'd know that a bottle ot liquor 
would do some good. 
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No, not that easy. 

But you're not that eaey. 

Not that eaey. All rlght, Jeeee . 

You can' t -- you ean't -- a1n 1 t tooled untll ?ueeday. 

No. 

I ' ll have to ooneult Mrs. Morgenthau to tlnd out vbat 
your prloe 1s. Where 1e your weak epott 

Vell, you ask her. 

Huht 

You ask her. 

I'll ask her. Yes. 

All right. 

How are you getting along otherwise. 

Fine I 

66 

All right then. I don't know what I'm going to eay. I 
told !lead a while ago -- he called me -- that I'd a good 
deal r a t her testity last because I'd rather everybody 
else -- I'd like to hear t heir criticism ot what we're 
do1ng. 

Vell, Eccles sounds very pereua•ive t hese daY•· I don 't 
know Vbioh way I ' m going to Jump. 
I see. All right, I don't know What he's goi ng to teetity 
to, do yout 

rea, I've got an inkling , yeah. 

You have , huh' 

Yeah. 

You mean, oredlt tor the bill' 

WeU .•••.• 

Knocked down, huM 
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I think 1t you v a1 ted a day or tvo you vouldn 1 C be loe1ng 
anything. 

All right. 

Yeah . 

I ' ll try to wait. 

0 . K. 

Good b ye. 

Good bye. 

• 
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June 1 , 1939 
12:17 p. m. 
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Operator: Go ahead. 

IG!Jr: Hello. 
Bill 
Campbell : Hello, Mr. Mor genthau. 

HI4Jr: Yea , Mr . Campbell. 

C: 

IIMJr: 

C: 

h1<Jr: 

C: 

IG!Jr: 

C: 

HllJr: 

C: 

l!l4Jr: 

6: 

P.HJr: 

0 : 

Hlo!Jr: 

C: 

Yon , air. 
here, bot h 
ot mine in 

Now, I've checked oaretully i nto Mr. Xeeehin 
wi t h t he Aaoociation ot Commerce and friends 
the buaineae, and he ' s undoubtedly your ma.n. 

Good I 

Hia reputation is splendid ••••• 

Fine I 

•• •••• throughout t he oity. 

Fine . 

And he ' s a very outstanding man, ot very good character, 
splendid references , and everyone t hinks hi ghly of hi m. 

Fine. 

They t hink hi ghly of hie ability in the transportation 
field with particular reference to trucking or motor 
lorri ea, or t hi ngs of t hat kind. They t hink that h18 
experience 1a a little core limited in the field of 
railroad or air transportation. 

No. Well I'm-- t hi a ·ia all-- this is motor t ruok I'm 
interes ted in. 

Well, in t hat t hey soy he has no e~ual in the United 
States . He i s undoubtedly t he outstanding man in t ha t 
particular phaae of the transportation industry. 

\~all, thank you so muoh. 

Not at all , sir. I'm very happy to be of a l i ttle 
ae.rvi oe to you. 

'i'hank you. 

All right , Vs . Secretary. 
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WAlt DG'Ain'MEHT 

OFFICE 0' n« CHIEF 0' sr~ 
• .-.. • ...-roN. D. c. 

luna 1, 1939. 

Seo..-tarr or the Treee\IJ7. 

II)' deer Kr. S.oretarr: 

cs 

lllcl~ llarftlth ia a letter C1oh llu ,.et b­
reoe1n4 trca General Brio• P. Dbq"•· Be pne the Metropolit• 
Club, Mew Tori< CUy, u the plaoe llllere h• ou he located 1D the 
4Jir-tille, •d he giTN the I pilolle ,.....,er. Be alao giTN hi a reai­
dcce and t he I ph011e ,.....,er. Be appereDtly hu be.., aoUc 1D touch 
wUb by a...one else"" the- wbJeot leet 7r1dey. 

I oen tiod Doth1"8 wbi ob would 1D41cah t bat O••rel 
Disque b .. bad eoy particul.ar ·~rianoe 1D tr&DaportaUoo M1oUra. 
Be •• toroaerly a Canlq ott1oer aod 4llr1Ds the World War s•- t o 
ban be• nrr euooeutul with the Spruoe ProduoUoo CorporeUoo. Be 
1a DOW em the retired lin ot the ~ ea oolODel. 

n ol . 

With k1Dd personal regards, 

81ooerely, 

~~ t r7 . 
~totatatt. 

I 

.. 
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GROUP l!EtTINO June 2, 1939· 
9: JO .t.. IL. 

PP.E8£NT : 

!!. :•. Jr : 

Gaston: 

H. O.. J r : 

Hp nea : 

!! . ll , Jr : 

Wh1 te : 

H . r.~ . Jr : 

Ranoa : 

H . .. . Jr : 

Foley : 

H. l4 Jr : 

Secretary =orgenthau 
)o!r . Hanes 
J.<r . Lochhead 
Mr . Graves 
~:r . Foley 
Ur . Duffield 
l.lr . Gaston 
!.:r . Re.ae 
Ur . Wh1 te 
L.r . !.!cReynolds 
l:r. !!ell 
l.:.rs . Klo t%. 

A nice press. 

Yes, except tor the pictures . 

Gas ton 1s complaining about his pictures. •well ," t 
I sai d, •Atter a l l that i s t he guy. • 

I would like you to t ake on e. contract tor me, John. 
I l'l&.nt t o lllBke l1:!'e so mi serable tor Jesse Jones that 
we can get hlm to do this, that is, to ge t through 
a bank organization o:!' a hundred million dollars . 

A bank 

A bank o:!' North and South Am~r1ca , with a hundred 
million dollars, but limited to Nort h and South 
America. You see, t hey have reached their 11m1t, 
practi cally o:!' tour m1ll1on dollars -- t he sa~e 
everything, but new oap1tsl, one hundred million 
dollars, 11Jilted to t<orth and South AD!er1ca. 

A hundred million dollars? 

I tb1nk t hat is all they can get this session. 

Wi ll t hat be an extension on the amount or extra? 

No; new. 

A new setup. 

A new setup. 
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!!linea : 

!'! •• Jr : 

Foley : 

n . ~ . Jr: 

oh1 te : 

H. r . Jr : 

71h1 te : 

H. :J.Jr: 

•.ni te : 

?olt>y : 

•. Jr : 

Ilanes : 

t! . • • Jr : 

l'oley: 

I!.: .. Jr : 
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Whatever the ~nagement' 

The eame management, the same everything -- just 
to assist the bank. Aa a ma t te r or tact, 1f I 
am correct, originally t here were two banks. 

First and Second. 

I was talking to Cotton (?)about handli ng the t~ng, 
and then he comes baok and reports to me t hat the~e 
is no chance; t here is nothing but export and 
import . That is Just wha t I want to do, to keep 
after North and South America; keep talking to me 
about it until I tell you to ge t t he hell out or 
here . I to~d hlm "You got a bank of ~o~th and 
South America and you have earned your salary. • 
Just give us the hi story on the :;o . l and No. 2 
banks . 

The Export and Import Bank was created especially 
to make possible l oans t o Russ i a . 

Tha t was the No. 1 . 

That was the first bank. 

And t hat dled. 

Tt~t died o~ inanition. 

It never was used, and later was dissolved. 

I talked ~o Jones about thls a bout a month ago, 
and he klnd of liked it, but the tioe waa not 
ri pe . Well , I think tht time 1s ripe now, and 
we need it very badly . 

Do you have any b i ll? 

!ia"e you got a bill? 

I think we have . I f not, we will have it todey. 
I t is not very hard. 

\\'hat I 1•ould like you to do is to get hold or 
•uncle Jesse" as we call him, and see 1f we cannot 
get it on ~ondey, and, if necessary, we can go 
over and see the President about it. B~t I 
would really l ike to put the heat on it. It is 
silly to talk about doing sooethlng tor North 

... 
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11. r.: Jr: 

Ho nea : 

Loohl1ead : 

H. ll. Jr: 

Hanes : 

H. ;.: .Jr : 

Hanes : 

H. !!.Jr: 

Henes : 

H. !/. Jr: 

!lanes: 

ll. ..1. J r: 
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and South ~rica when you have only four million 
dollars lending power left, We talk about doin£ 
t hings fer rec?very, and every dollar tr~t ie 
spent ls spent here. But wi ll you have t hi s 
contract for me? 

Yea, eir. 

What? 

Yes; I wlll . 

Mr. ~orgentbau, I think we ought t o suggest the 
other al!erne tive, and the RFC l eans toward lt, 
tha t 1n case of t he two per cent bank, one hundred 
allllon dollars, with the provuo that the•• use 
it only for North and South America --

Sumner Welles liked the idea. He t hought it would 
be very popular. Re is tor thls, that it will be 
very popular l n South ~~~rica, l f the bank were 
called the Banlt for llorth and South Ameri ca . It 
18 Jus t good publ1c1 ty and anothPr friendly 
gesture, the good neighbor. Sumner welles said 
he would like t ha t ve ry much . We jus t want to 
go to the extent ot pushing Jesse . We really 
need it awfully bad. 

I cannot do thla until aft~r the hearing. 

No. 

But I can have lt ln late this afternoon. 

All r i ght ; but Just before you go, this i s t he 
huoor the President l s 1n: I have a new assistant 
ln the Treasury; be ge t s a ~emorandum from the 
Presi dent . He no longer wrltea oe, ane I do no t 
suppose t here l s anything I can do about lt . You 
see ~boo the l ettPr ls addressed to. Look at the 
envelope. (Handing doouoent toUr. Hanes.) 

Yes . 

Read the memorandum. 

It i s &ddreased t o •oano•, care of t he Secretary 
of t he Treasury. 

Read the memorandum. 
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Ranee: "Preparation of reply for =1 eignature•. 

H. U.Jr: Yes; addressed to "Deno•. 

~s . Klotz: It ls about dog food or •om~th1ng. 

11. !.1 . Jr: Somebody 1B complaining about the rullng that they 
got on dog rood. Last night, wlth Mrs. Rooeevelt, 
we were s1tt1ng st supper. Here was Henry 
Wallace, and here was I (1nd1oet1ng), and the 
P~eeldent Bald, "Henry, I•ve got something I want 
you men to answer on dog food." So Henry ~a~lace 
said, "Which Henry?•, and I said1 ·~bleb of us 
1& 1n the dog bouse?" (laughter 1. I think 1t 

Gaston : 

H. •. Jr: 

Gaaton: 

H. L.Jr: 

llhi te 1 

H . ~ . Jr: 

Du1'f1eld: 

l a a pretty good thing, sick as he ls, he can 
wri te a lett~r like that. I am going to answer 
it. 

That is based on that Argentine beef thing. They 
put up t hat canned stuff, which is used very 
largely tor human consumpti on in South Anerioa, 
and l abeled "Dog Food•. 1 

Well, good luck t o that contract on t .his thing. 
John, one second please . (The secretary conferred 
w1th Ur . Henes, after which Mr . Hanes left the 
room.) 

Y.ac bas too many papers w1 th him this morning. 

Gaston? 

No; I haven' t anything. I thought you asked me 
something. 

No. I wish somebody would write a history, between 
now and Tuesday, or what I have done on the question 
ot small business loans since I have been here, 
starting with the Viner study. I think that 
would be rather intereeting. The Viner-Hardy 
study made beok 1n 1934, wasn't it? 

This ls the first I knew about 1t. 

Well, "hat else have I done? I know I asked t he 
investment bankers of Amerioa to make a survey 
for me , which t hey did, and t hey ~ade a report 
on the loans. 

Do you want me to do that' 
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Yea. 

All right. 

Well, it anybody has any 1deaa, chuck them over to 
Gene. 

I believed they wired from Honolulu about that. 

Well, Just look it up. It will be interesting. 
The Wall Street Journal has a good article on it 
today . 

I notice that the paper s, the weeklies are crediting 
Douglas wi th authorship or that idea or the inter­
mediate credit bank& tor industry. Douglas, I 
think, wae a Q&mber or the committee that pro­
duced that report. They did not give out their 
report, but Douglas gave it out as a personal 
idea. 

In this town there is really but one party to an 
idea. 

You do not need t he words "in th1s town•, Harry. 

Well, I mean any plaoe where it germinates. 

In tact , there is a bill in Congress to that 
effect. (leughter) 

Come around end eee me later, Harry. (laughter) 

Ed? 

Here is the reply to Wagner. You might not want 
to sign it until after you have shown the other 
letter \o the President; but, you see, t here you 
are in favor ot the extension or the !unction 
or the usru.. 
Bell is seeing it through the Budget office tor me. 

It 1s in the Budget, and they said they would give 
it prompt attention, because Straus already bad 
a·letter from the BudgPt, ooying that there ie no 
obJection to it. 

f.hen you get clearance from the Budget, you bring 
it back to ae and I will algn it. 
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Bell: 

;"oley : 

Duffi eld : 

H. ! .. J r: 

Duffield : 

H. _.Jr: 

Duf field: 

H.!.. Jr: 

Duffi eld: 

R. !. .Jr: 

Duffield: 
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Haas: 

H. ll . J r: 

''hi te: 

~oley: 
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O.IC. 

How ia t hat? 

O. K. I think I can ge t it today. 

And here i a one on the Uead bill, on the hearing 
of yesterday, aa to the method of financi ng. 

Bill Campbell called yesterday and aa1d that he 
was going to present t he Annenberg case to the 
Grand Jury starting on Nonday, and he thought 
he was in pretty good shape. 

Did you give him the other half or that lawyer? 

Yes; he gat it, and he said he would be down to 
aee us on t he first free day after he started, 
which might be 1n a week or ten days, or vhenever 
t he Gr~nd J ury took n recess tor a day. 

The move i s f r om him. 

He will be down, and, i n the meantime, he is going 
to ask some lawyer to come in, whom he may want 
to recommend later on ae counsel in the case . I 
told him I would have him see the people her e. I 
do not know who be was talking about ; so if he 
wanted to r ecommend him afterwards --

Tha t i s all right. I am a little bit pressed tor 
ti:ne. 

I have Tietjen outside, 1! you want to see him. 

Not just now. 

All right. 

Di d you send Mlaa Lon1fan to Boston? 

She i8 leaving tonight . She will have a written 
report for you. 

All right. 

John Hanes said that every power that i 8 in the 
l~ud bill~?he understands 1 t, is 1n the RFC now. 
I thought maybe you could check up on that . 

I do not think they have inaurance porer. 

• 
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They have loan power. 

They have loan power, but not insurance power. 

He said every power, inolud1ng insurance power, but 
be could check up on it. 

There 1s a criticism in the Wall St reet Journal to be 
answered. I would like to answer it. They say 
that all the bad lonna will get three and a half 
and four per cent rate under the insurance plan, 
and the good loans will have to pay six per cent. 

There is a special provision to prevent that , but 
1t will depen~ on who operates . 

I am raising the point as to who should answer 
that criticism. 

You were speakin£ of Latin A~~ricn and 1f anyth1ns 
further was done with respect to getting the thing 
lined up. I spoke to one or t he men up from 
Br azil , and he Just mentioned that t here was a 
terrific possibility of getting together. 

If you and Archie can map out a course, clear it 
through Mao, and Her bert, to me . 

All right . 
? 

Archi e, I wish you would c-all up ~:r . Duganne and 
tell him I am still waiting to hear !roo t hem. 
I mean as to Venezuela -- or is it Venezuela. 

Those people said t hey 11ere ~niting for Fox. 

Just let him know that t he Secretary of the 
Treasury i s at111 11aiting -- not im95tiently, 
but wni ting. 

Harold , I hear you are raising hell over t he r e 1n 
the IntPrnal Revenue Bureau. 

I don't think we are. 

I hear you and ~ao are having a grand time putting 
things 1n order. 

~ell , we are trying. 
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::oReynol da : 

H •• ~. Jr: 

!'oley l 

H . .. . Jr : 

Foley: 

Foley: 

!:oReynolds 1 

!'oley: 

H . ~ . Jr : 

Sell: 

l.!cReynolds : 

!! . ~ . Jr: 

.:cReynolda : 

!1 . !-..Jr: 

l:cReynolds 1 

H. C.Jrl 

!..cReynolda: 

Cy i nforman t was l!ac. (laughter) llhy are you 
eeltUh; why dc .. •t you let Bell i n on t h1a. 

I have not talked t o Dan about it . 

I suppose you have noticed t hat the Attorney 
General got hack. 

The ni ght before last. 

Yesterday ~orning . He hed six or seven very i m­
portant movie magnates on the carpet. 

Bill Uorris called ~enohel yesterday, and wanted t o 
know whether he could i mooae upon him tor a lawyer 
t o work on the case, hla people are acatte~ed all 
over the country, and he has not anybody to work 
on it. 

Really I 

Yes. 

He never has . 

That ia right . 

I t hought I might have gotten a "Thank you• or 
somet hing on it. 

r have nothing. 

You wil l pr obably remember that Henry iallace 
aaked you about a fe llow t~~t i s not wL~ted t o 
get back into this country. 

Yea. 

ThP.t is t he latest meoorandum on it. (handing 
document to the Secretary) 

Well, show that to Wal l ace, l~t Wal lace see it. 

All r ight . 

Give h1lll a copy ot it. 

Yea. Here i s a memore~dum t ha t you were going to 
sign tor t he Presi dent, about t hat Indiana collector. 
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~a. wri~e the memorandum to tLe President, saying 
1 'l'b.l. s i s t he way; I gueae I won 1 t change t he 
Collector or Revenue in Indiana any ·more than I 
did the one in Florida ror you• -- just like that. 
I told him to leave orr t he Florida one , and not 
to remind the President. laG thought i~ was a 
good suggestion. 

That has not been cleared with t he Senatore yet • 
That is that Sullivan case, and I will see that 
i t i s cleared. (handing another document to the 
Secretary . ) . 

~ friend Pepper called me up yesterday tD tell me 
t hat there was a le t t er on the way down rrom Adams 
to protest against this oedal bueinesa. I told 
bic not to wor ry, that I was sti ll going to pin 
a medal on Pepper. 

~cReynolds: I had a letter yesterday !rom Adams, saying t hey 
would have a t housand other b i lls 1f they followed 
your reoo~mendation on the Florida esse , and I 
sent it down tG Lar ry BPrnard to prepare the 
argument. It came i n yesterday afternoon. 

H. !.!,Jr : 

Bell : 

l!.l.. Jr : 

!!ell : 

!! . • . Jr: 

He has forgotten his college manner s . 

He saw Adams yesterday on t he Rivera and Harbors 
and Flood Control Bill. 

YPs ; but the boys did a good job on Dr. Townsend. 

Very good. 

That is something to be thankful for. 

O. IL 

(Conference concluded at 9:55 o'clock A. ll. ) 

, 
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.,,,,., 

• 

TREASURY DEPARTMENT 

II'I.'TER OFI"'C'E C'OMMUNIC'ATION 

DATE J ... e 1 0 19)9 

Socrot&r7 lorgantbau 

l!r. l'olq 

With further ro.terence to s .. ator llorria1 &Mndaent to 
our bill to lllllend the Second Liberty Bolld Act (R . R. ~748) which 
the S011ate adopted tbia a.ttern0011 wbell it passed our blll "1!1" a 
vote ot 44 to 23 -

Qu!er enetilla lew the TVA 1e authorbed to iaau., !or 
ge110ral TVA parposea, 100 llilllon dollars in bonda, 011a-balt ot 
which ere authorized to be issued "o11 the credit or the UDited 
States• , while the other half' are 'tul.l.T and UllconditiOIIellJ' gw.r­
antood both as to illtereet 011d prilloipe.l b.!' the UDited States•. 
Tbe TVA law alao pro'ridu that aro' boDds issued Ullder it aball be.,. 

ell the ri.pto and pr1 wileges accorded to PaDua CeDe1 bollda, which 

aeana tbet thq are tul.l.T tax ex•pt aDd ba.-e tho ci.realetiOD 
pri'rilege. 

Borris' ue11daex>t would combille the two autbori .. tione 
into one authori&etiOII to issue bolide 11ot to exceed ill the aggrepte 
100 alllion dollar&J would ol.1.81.aate the pro'riaiOD of' the TVA Act 

which accords to its boDds the ripta and priwUegea accorded to 
Panaaa Callel boDdSJ and would eHaiute the expreaaiOD 0 0D tho cre41t 

of' the UDited States• , "111" pro'ridin& that all bolide iaaued Ullder tho 
TVA Act would be tul.l.T &lid wc011d1 tiOIIBllJ" goannteed both a a to 

interest and prillcipe.l "111" the lh1 ted States. 

On llq 23 , 1939 n subaitted a tevorable report OD the 
tiscel aepecta o! s . 1796 (which ia identical rlth the Rorris &.ad.­

U~>t) to the <:11au-n o! the BoWie C.-ittee 011 lillt&r7 AttairsJ h-­
aver, we called attentico to tbe tact that ouch blll would nquiH 
approval "1!1" the Federal Power C~eaiOD ot the po1rp0ae !or which the 
twds dori ved tr011 tho ulo ot bOIIds could ba noed prior to their 11-
sUIJlce , &lid suggested that it ais)lt be better to subotitute tor ouch 
pro'risioll one which would peJ'llit bauance or tbe bolide without ouch 
approval but restrict tho use of the proeeecla to purpooes appro.....S 

"111" the Federal Power Coc-iaaion. .l cow ot s. 1796 1e attached. 

{;.,. 1/ 
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Tllm CONGRESS 
)ft8-lf s. 1796 

IN THE B OUSE OF REPRESENTATIVES 

A...... 17,1838 

Refund to the Coaunitlft on Military Mairt 

AN ACT 
To tmlend the Tennessee V all<~y Authority Aot of 1933. 

1 Be' it enacred by tAe Senate a11d B ouse of Repre8mlla--

2 tiue.. of tAe Uniled StaJRJ of A mmca in Con.qreu a&Stmhled. 

S That the Tennessee Valley Authority Act of 1933, as 

' amended, be, and the same is hereby, amended by striking 

5 out sections 15 and 158 of said Aot and inserting in lien 

6 thereof the following : 

7 "SEC. 15. With the approval of the Secretary of the 

8 Treasury the Corporation is authorized to issue bonds no~ 

9 oo exceed in the aggregate $100,000,000 outstanding at any 

10 one time, which bonds m&y be sold by the Corporation to 

U obtain funds for the construction or aoquisition of dams with 

12 appurtenant facilities, generaliDg plant., transmi..Uon linea, 

83 
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1 
nual distribution lines, and other electric utility properties 

th -=--• by this Act including the purohaae of the 2 as au orucu ' 

3 electric utility properties of the Tennessee Electric Power 

4 Company, and for the purpose of carrying out the provisions 

5 of section 12a. ol this Act. Such bonds shall be in such 

6 forms and denominations, shall mature within such periods 

7 not more than fifty years from the date of their issue, may 

8 be redeemable at the option of the Corporation before ma-

9 turity in such manner as may be stipulated therein, sb.ail 

10 bear such rates of interest not exceeding Si per centum per 

11 annum, shall be subject to such t.erms and conditions, shall 

12 be issued in such manner and a.mount, and sold at such prices, 

13 as may be prescribed by the Corporation with the approval 

14 of the Secretary. of the Treasury: Provided, That such 

15 bonds shall not be sold at such prices or on such terms as to 
16 afford an inrestment yield to the holders in e:xcess of 3t 
17 per centum per annum. Such bonds shall be fully and nn-

JS conditionally guaranteed both as to interest and principal by 
19 the United States, and such guaranty shall be expressed on 
20 

tho face thereof, nnd such bonds shall be lawful investmenis, 
21 d 811 may be accepted as security, for all fiduciary, trnst, and 
22 

pubUc funds, the investment or deposit of which shall be 
23 

under the authority or control of the United Statee or any 

24 officer or officers th reof • e · In the event that the CorporabOD 

25 should not pay upon demand when due, the principii of, or 
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1 intereet oa, such bonds, the Secretary of the Treuury ahaJI 

2 pay tu the holder the amount thereof, which i8 hereby 

3 authorized to be appropriated out of My mo011ys w the 

• Treaaury not otherwise appropriated, !llld thereupon to the 

II extent of the amount so paid the Secretary of the 'freasury 

6 shall suoceed to all the rights of the holdera of such bonds. 

'1 The Secretary of the Treasury, in his discretion, is anthorized 

8 to purchase any bonds issued hereunder, and for such purpose 

9 the Secretary of the Treasury is authorized to 1188 as a 

· 10 publio-4ebt transaction the proceeds from the sale of any 

11 securities hereafter issued under the Second Liberty Bond 

12 Act, as amended, and the purposes for which securities 

18 may be issued under such Act, as amended, are extended to 

U include any purchases of the Corporation's. bonds hereunder. 

111 Tbe ,Secretary of the Treasury m&y, at any timil, aell any 

16 of the bonds of the Corporation acquired by him under this 

1'1 section. All redemptions, purehases, and sales by the 

18 Secretary of the Treasury of the bonds of the Corporation 

19 shall be treated as publi<Hiebt transactione of the United 

20 States. With the approval of the Secretary of the Trea.~ury. 

21 the Corporation shall have power to purchase such bonds in 

22 the open market at any time and at any price. No bonds 
' 28 aball be issued hereunder to provide funds or bonds necessary 

:K for the perform&noo of any proposed oontract negotiated by 

:16 the Corporation under the &llthority of section 12a of thil 
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1 Act until the proposed contract shall have "-a •hrnitted 

2 10 and approved by the Fooera.l Power Commiaioa. Whea 

3 any auch proposed contract shall ha \'6 been lllbmitted to 

4 the said Commission, the matter shall be given preeedence 

5 and shall bo in every way ~xpeditcd and the Oommiaaion's 

6 determination of the matter shaH be final. The authority 

7 of the Corporation to issue bonds hereunder ehall expire 

8 January l, 1941, except that such bonds may be iaaoed at 

9 any limt alter the expiration of said pe.riod for refunclin& 
10 purpoees or to provide bonds or funds found necenuy lot · 

11 the performance of any contract entered into by &be Corpora.-• 

12 tioo, prior to the expiration of said period, under the 

18 authority of section 12a of this Act." 

Passed the Senate April 13, 1939. 

Allee: 
EDWIN A. HAIJiBY, 

8 ecrd4ry. 

• l-
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TO 

,ROM 

TREAS URY DEPARTMENT 

INTII:R OI",CE COMMUNICATION 

Secretary Korgenthau 

Mr. White 

DAn June l, 1939 

84 

Subject: The Proposals ot Mr. Berle to the Teaporary National 

Economic Committee 

The proposals made by Ber le are not de t inite as to detail 

or me',hod ot adJDiniatra tion but are quite epecitic With r e spect 

to principle. 

The proposals in eeeenoe are: 

1. Setting up ot a public works t 1 nance corporation (simi ­

lar, tor eu.mple, to the R.P.C.) to t1nance aelt-llqu1dat1ng 

pro j ects ot the United States Gow rnJDent and ot local govem­

ments. The r ate ot intereat on loans to be no higher 1han 11 

neceee ry to get the needed publi c works oonet ructed. The in­

terest r a te would var;y troa time to ttme depend i ng upon the 

level ot bus i ne ss aotin ty -- low rates -.hen buelnese aotiYity 

1a low and high rates 'llhen business actin ty i s high. Rates 

would be low t or public works which cannot attord to pay inter ­

eat . Judging trom his com~~~ente, rate a alaos t down to uro are 

possible it nece ssary t o get the pert1rulllr publlo works, such 

fls boapitale. 

The tl.tnda would be financed e i ther by the extension ot 

the Federal r e eerve credit t hrough rediscounting the b onds 

accepted t or the loan or through sale ot debe ntures to the 

publlo (though llr. Serle apparently pretere the t oraer). 

.. 

Though no recommendation ia made on this point, presumablT 

the Federal Reserve Board would dictate the r a te ot rediscount. 

The principles involYed in the tirst proposal are (1) 

tlexibil1ty in the rate ot interest chargee wh ich would pro­

Vide t o r eelectinty a s to type ot project With rates ae 

low a s zero, and alta ration i n the r ate s according t o tiae 

tor purposes ot prnent in.g intla t1on, and (2) the t the tunda 

required t or the publ i c works projects should be ~d troa 

the cent ral bank thro\1811 the proceu ot redisoountlng {pre­

sumably a t a rediecount rate whlch i s also •elected i n a ccord­

once wU t t he ra t e cbarged t o t he b orrower.) Th11 propo1a.l 11 

a atop-gap t o be uud until the Capital Credi t Banks proposed 

under (J) a r e set up. 

.. 
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2. The eecond proposal. is tull .upport of insurance 
of loans to s-.11 "buainese ,....n, pro8uacl:r the llee4 Bill. 

J. The third propeaal i8 tbe utablieb .. nt of a 
8

ye tem of capital oredit "bank8. The difference between 
euoh banks (which ma:r eTen be grafted on preeent priT&t e 
commercial "benks) and present credit fac1lit1ea i 8 tbat 
(l) loans &ball be made for long term, (2) the rate ot 
interest ahall va ry a c cording to tbe leTel of buaine ss 
act1T1ty and Should "be selectiTe a8 to t:r pe of proJect 
in order to insure tull use of our c a pital r e 8ourcee. 

O"bligatioos accepted fro• public bodies are to be 
rediaccuntable at the Federal re8erTe banks at a r a te of 
interes t preeuaably aleo eelectiTe and Tar1able. 

85 

Loan• made to pri T&te indue try, however, are to be 
f i nanced throuj!P the aal.e of the Danica own debenture• 
t o the public or tbrouS1 the acceptance of banking depolite • 

.. 
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Questions raieed by llr. llerle•e propoeal that need t.o be cliecuaeedo 

1. Is thoro danger of innation reaultin8 troo the uso of 

Central Bank crecli t at low rates or intereet for public worke? 

2. libo is goine to IUll<e the decision aa t.o the criterion or 

vari ation in rates charged tor different pro~cta? 

3. Who i s to decide what criterion aball be applied t.o 

determine the rate of rediaCOUJ:lt to be charged by the 

Federal Reserve b8nka? 

4. Who ia &Oi"B to pa:r the looses that would arise !ra:1 

extension from later default s? 

5. What advantage does this ID8thod bavo over tho present 

r.t.c. ""'thod of tin&ncing public works? 

6. fihat is tho ditrorence between this ""'thod of financitiB 

and the tin&nciJIB ot public works Jllld:Px prof-Cta througJ! 

printin8 of tiat currency? 

86 
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:.., ?'I 

DATil J1111e 1, 1939 

TO 8eoretary Korgenthau 

"''"' llr. 11hi t e 

Subject: The Kead 8111, 8.23•3 

SUIUIIarY of the 8111 

1. The R. r.o. to 1neure bank loan• up t o 90 percent ot the 
loan when the loans are aade to busine .. under the following 
oond1t1ons: 

a. llaxiaua aaount of 1neuranoe to any single borrower 
not to be in excees of 11 a1llion. 

b. Loans to be aade tor a period ot 1 to 10 yeare. 

o. The intereet rate on loans to be no more than 
ll- percent of the unpaid balance of the loan plus a 
aerv1ce charge of no more than an amount equal to 
1/~th of 1 percent(per annum, or total - not clear). 

2. The inauranoe provision 1s exceptionally liberal 1n tbat 
the R.F.C. is permitted to insure loans even though euch loans 
are subordinated to ehort-tera indebtedness which may be in­
curred 1n the ordinary oouree of busineee by the borrower. 

3. The only eatesuard againat granting loane of doubtful 
aeour1ty is the judgment of the bank• which have • 10 percent 
atalte 1n the loan. The corporation aay require troa the 
banks report• as to the condition ot the loan. 

4. Any loan ineured under th1e Act 1a eligible tor r edieoount 

b7 the Federal Reeerve Bank. 

5· There 1a apparently notb1ng 1n the Aot tbat would prevent 
banke from 1neuri.ng loane which have already been extended 
and wh1oh a&J be ot doubtful security. However, the corpora­
tion oan retuee to insure loa.ns of thoae banke which follow 
the pol1c1 ot 1neur1ng only their bad rhk.e. 

• 
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TREASURY DEPARTMENT 

INTER OFI'"ICE C OMMUN ICATION 

To SeorataJ7 llor a..n.aau 

'""" 11. B. 7olaJ, Jr. 

7or zour 1Ator.atlOP 

COllgl'aaDall Soll..,.ri or ... York &4 C0111rea_, Toorllla ot C&Ufom1a 

t u uned 111 tuor ot tile bill aDd eapllaal zed the need or a441UOII4l credit 

t ao111Ues t or -u buaillua &terprlaaa. 0011&1'aSSl:l81l Sebert Oll8&•ete4 that 

prortdon be ac!e 111 tile bill t or tile illaunmc a ot cllaraoter lOIIl>e w1 til an 

upper l i mit of t2,eoo or t3,000. 

, ._......., :tr8lll< ot t ile Saourltlea m 4 llxcball&e Collllli eeloo &D4 laesa 1oua 

ot t bo Reool!atrucUOD. 711laDoe Corpore t101l era eclledulad to t .. tU)' to110now • 

• 
Choil"'Xlll l!lccl .. of the Board of Oonm or e ot t be J'edarel a ... n. Sz•t - 1e 

acbe4ulod t o haUty .... u .. tile eerl7 part ot next ~. 

1-1~ · 11 
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R!: THE lo:UD BILL - HOUSI IIO. June 1, 193q, 

11 :oo .t.. &:. 

P:.ESENT: 

:oley : 

l\ • •• • Jr : 

Foley : 

Secretary ~rgenthnu 
l,;r . Hanes 
~. Foley 
llr . Vfnite 
l£r . Oeston 
l.:r . Haes 
Mr. Duf fie ld 
L!r . 0 'Connell 
lli' . Kadee 
;.:r. Ti etjen 

'-ho i s going to be teacter? Le t us start on the 
:lead b ill. 

Here is a ce:ora ndum on the bi ll. (Handing a ~ocument 
to t he Secretary) 

Suppose you read i t outMloud. 

All right. I think everybody has a copy or this 
memorandum. (read1ng: -

•senlltor l!ead of Ne l'l York on May 8, 1939 intro­
duced Senate No. 2343 which was referred to t he 
Co~ttee on Banki nt and Currency end, i f enacted 
into la~. wi ll be known as the "Insured Business 
Loans Act or 1939 ·" 

"The bill authori~ee t he Recons truction Finance 
Corporation to insure buaineas loans or banks, 
•hose deposits are inaured by t he ?ederal tepo 3it 
I nsurance Cor noration, to the full extent or 
losses incurred in exceaa of lo? or the principal 
amount of any loan for a businesa purpose . 

"Premiums charged for such insurance may be at the 
rote of not lese than 1/4 of 1% and not more than 
1~ per annum, depending upon the na ture or the loan 
and the character or the rlsk involved. 

"The bill permits the Corporation to char~~ a 
hi gher p r emium or to refuse to grant insur ance 
altogether on loans of any bank which pursues the 
pol i cy or insuring only ita more doubtful loans • 
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•ro be eligi ble for insurance, a lo~n to any one 
f i rM oust not (l) exceed • 1 , 000, 000, (2) be made 
for a period less t han one year or more than ten 
years, (3) bear int~roat, (exclueive of preMi um 
and a ~oderate servi ce charge) in excess of ~ 
per annum, and(~) be made to any f 1rn o~ whlch an 
o f ficer , d irector, or aecuritJ holder o .. ning mor e 
than 10~ of stock l s also o director of the ban~ 
c1aking thg l os.n . 11 

Read tha t a{;nin, w11\ you. 

• (~) be ~de to any f irm or "hlch an officer, 
'1~ector, or security- holder owni nl more than 
10 • of s tock 1! also a dJ. r ector of the bank 
:ekint the loan.• 

In other ~rds, 1f so~ebody i s an o~fi cer, director 
or owner of ten per cent of the profit of a 
c:orpo rat 1 on - -

or the stock of the bank . 

Yes ; of the stock or the bank -- he cannot get an 
1ne•Jred l o&n f r om th!lt bank. (reading f urther) 

11 I nsured loans s.r~ '!lade 9ll£!i b l e f or rediscount 
with the Federal ~eserve banks for the full amount 
of the insurance , th~t 1s , oo~ of the face value 
of the l oan . In addition every Federal ~eserve 
bank 1s aut horized to buy and sell 'oblig~ tions 
evidencin~ l oane insured under the bill in accord­
ance wi~t.-rules and regulations whi~ the ~ederal 
~eserve =oard s~~ll prescribe. 

•Putting t he r isk of loas - - the risk o~ all los•ea 
U? to 1~~ of the principal emo~~t of the lo~n on the 
lendlnf bcnk -- rould t~?~sr to have sever91 
adven t ages : 

• (l) 

( 2) 

(Jl 

I t constitutes a aafe(usrd agB1nst i~,rovident 
lending and as an autooatic check on the 
abuse or the inquronce privilege; 

It eliminates the expense and annoyance 
i nvolved in the adJustment :>f relat1•1ely 
snall losses ; 

I t should ooerate eo as to re l i eve a bank 
frOID thP r ear that even a feir bUSlneBB ri&k 
QUY be a greater risk than a co~~ercial benk 
can afford to aasu:e, but a t the same time 
deter a bank trom aes~lnt other than a t a1r 
bus i ness riek. 

.. 
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H.: .Jr: 

Pelano : 

r. . • . J r: 

tela no : 

o .. l ano: 

! .. 1 • Jr : 

Celano : 

H •• Jr : 

Delano : 

P. . L • J r: 

De l r.no : 

!! . Jr : 

- 3 - 91 

1 A d18tinct adYantage ot the !.lead bill U that 1 t 
aaeeta the credit probleo or 8!:1411 enterprise without 
oreating a neY syeteo or bank1ne 1nst~tut1on~. 
wi thout creeting a new Federal agency, and rithout 
disturbing the tradtt1onal method ot t1nanelng 
capital eX9endituree by smell enter or1aes.• 

Here 1s a copy ot the bill. (Ha nding a document 
to the Secretary. l 

Yea. Thank you. llr. Delano, have you people 
studied thle ma t t er? 

We have done it 1n a very prel1~1nery way . We have 
read t~e bill, and have had a copy of i t, certainly. 

Tell ~. 3ell, 1f he 1& not bu3y, he oueht to s top 
in on this me 6 tin!· 

There are sever al con~ideratlons t hat a~pear 
manifest in the bill to me end to t he Comotroller'8 
office. In the f lrat place, ~e doubt i f i t woul d 
produce any lar ge increase 1n the amount of bank a 
loans to small industries . 

Yes . 

That is Just a forecast, but that seems to be a 
pretty general i mpression . Secondly, lt would se em 
to cover somewhnt t he same f ield as elreedy covered 
by the exchanfe t o t he R~c . Thirdly, lt 1s , of 
cow·se , taklng a st,.p towards "hat you mi EI•t ca11 
socl al1zat 1on c~edit . I t does not go all the 
•a:r, but 1 t i s a step in t he. t d11·ect1on. It has 
that 1oupllcat1on. llor., &8 to ~h,. adv1ub111 ty of 
it, I do not think we ~re in a pes1tion to ~1ve 
you a reco~endetion or coo~i t~ent. 

Have you been asked? 

We have not . 

Well , I will ask you to ~e a recon~endation . 

Well , v•e will do that . 

To me . 

I will be glad to do t hat . 

Do you think you can s et ce eomethln& by Uonday' 
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n ..... Jr: 

li .U.Jr: 

!!anea: 

F! • .4.Jr: 

Banes: 

R. L! ,Jr: 

Hanea : 

our t1 "ld: 

!!anee : 

Duffield: 

Kane a: 

.. Durtleld: 

Hanu: 

Foley: 

Delano : 

_.., _ 

Ie th!':re ar.yMdy who PBnte t~t talk e1 ~ tor 0!' 

aca1net the Mead b1llt 

I do not want to tal~ •rtnet tt, 1 ~ a~tnet tt, 
but I do not know that want to be on reool'd u 
being oppo~ed to 1t. I will ear tb1e for 1t, that 
it ie the beet of all the plane that I haYe eeen 
so far. It follow• prett7 oloeelt the general 
pattern of the plan tbat I brought back --

From U1nneapol1e. 

P'rom U1nneapol1e, but I think it ie Just another 
step in the d1reot1on of the Governaent•s entrence 
into the banking fi!'ld. 'or that reason, I am 
opposed to it. 

I do not understand, I thought the banks would do 
th11 businese Just the way the7 do the FHA, but we 
are assuming a ,ederal risk. 

Ten per oent or the riak. 

I thought the plan that you brought back on thet 
was the plan --

I aay lt ls patterned oloaely after that plan. 
There are several minor dl!!erenoea. 

Yea; there are some minor difterenoea. 

Six per cent. This oalls tor a ten per oent 
guarantee. 

!he guarantee works a dlff!'rent way. 

Yea. 

The guarantee was elghty per cent on all loan• 
under Title 1 of the FHA, cereal thill ia under 
Title 2 . 

!hie 11 muoh better. 

'1'h11 11 auoh better; ree. 

It takel t he flret twentr pPr cent of tbl r i lk 
under Title 1. That inauree the first loll. '!'h.U 
1Deure1 the laet end of the loee. 
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n .• . Jr: 

Foley : 

Delano : 

H.:.. . Jr : 

Del ano : 

i"oley : 

Foley : 

iisr.ea : 

Foley: 

h . ~ . Jr: 

Delano : 

H.- . Jr : 

Deiano : 

a . ~-. .Jr: 

Delano : 

H. U. Jr : 

Hanea : 

Delano: 

!!anea : 
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In other word8, the bank ln eaoh pertlcular caee 
takea the flrat part or the loaa. 

That 1a right , and that is why it la a check on 
t he insurance feature. 

That is the reason I am forecasting that it might 
be gen~rally used to reduce the flow or credit 
that they are after. 

This does go through t he RFC, does it not? 

Yea. 

Yea. It does not create any new agency, but it 
t akes care or small industries through the ~~c and 
the principle which baa be~n established by the 
FHA. 

Is Jones for this? 

I thlnk he 18 . 

He i s going to t~st1fy today. 

Tomorrow. 

What about the American Bankers? 

They are opposed to it. 

Have t hey a memorandum? 

They have co me~randum, but I am quoting from 
Benson' s aoeech, and the comment or various 
bankers . • 

Could you ask them what t heir position is? 

I wlll do that. 

And if t hey have a committee on it, maybe t hey 
would llke to come 1n and tell me why. 

From an examination or investigation whi ch they 
made over a period of twelve months , I think there 
u 
We have nothing here. 

I thlnlt ... e can &et it. 
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Could you get them, ~eaton? 

Yes. 

Ask them, and tell them I 1•ould like to know. 

Old you hAppen to see Benson ' s speech? 

No, I did not . 

That is what I am quoting from . I i magine he 
checked that pretty carefully. 

I ~~ve an open mind . I am trying to get all the 
facts. 

I feel very sensibly on what 1& tryln~ to be done 
here . I thor oughly unders t a nd that and s ympathize 
T1th t he cooments, but t here are some grave 
questions i nvolved. 

Well, i f we can get them to work all together - ­

'I.e will have sooe thing for you by t~onday . I will 
~et t he pa per s . 

The one million dollal' 111111 t 18 extremely high tor 
little bus inesses . The maxlMum of f i fty thousand 
dol l a rs for a little bua1neaa is why I am in much 
more synpa thy with the bill. A one million dollar 
loan to little business --

T~e fir s t b i ll calla !or $200, 000 maxi~. Do you 
know why t ha t was arrived t> t in the second b i ll? 

:·o, I have not any i dea why it .. ~:,e arrived a t 1n 
t he second bill . 

I do no t know Phy t his bill was changed, but I 
thlnk Johnny ~111 reme~ber t hat we dlscueaed t hat 
w~en ~ . Taylor was here a year ago . P.e said t here 
was a gap 1n the underwriting facilities , and t ha t 
EaP was eo~et1mes !rom three million dollars 
down to S50, 000, and aometl.roes t'rom one million 
dolla rs, depending upon t he r egiona l practi ce . 
This insurance thing ou~ht to take care or that, 
and we sug[ested 1t a t t ha t time . It does not 
ordinarily move through underwriting channels. 
The limit is some~hat debatable, but the ques tion 
I.e •hether 1f a fellow wants to raise this money, 

• 
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a a1111on dollara , aa7, he oould go to an under­
writer tor it, or whether he ia dependtnt upon bank 
oredlt tor that eort or moner. 

I think that ie explained. You will remember a 
rear ago, when they were dleouaalne the inadequacy 
or the credit dleabilit)', it was too expensive 
tor them to use the current channels, partloularl)' 
alnce the last change was made in the question 
ot underwr1t1ns those rac1lit1es by banks. This 
1e also designed to t ake care of an entirely 
difte~ent type; namely, t hose lnd1v1~uale who 
cannot borrow because the bankers are reluctant 
to extend credi t beoauae they reel the rlak ls 
a little too great; but under this plan they 
would obviousl)' be r1aking only ten per cent 
ot the capital, whi ch t hey would get back in two 
years, plus ~he f !ot t~ t th1a ia from a one to 
a ten year loan, whereoa co~erc1al banks pre­
au.~bl)' want to heve short t~rm loans. 

Do they get back their ten p~r cent first? 

Their interest would cover within three years unde~ 
the ten re~ loan. 

They paid the RF'C one quarter !or l t . 

For example, 1f a fellow wante a hundred thousand 
dol1 ars, does he go to t he nfC ottice tlrst? 

No; he t;oes · to the bank. 

It the bank appro'lea i-t, the)' clear 1t through 
t he RFC. 

Yes; that 1a right ; except ~or insurance. 

Well , t hey have to examine each loan. 

The)' will have to insure it. 

They have a right to reJect it. 

Oh yea, absolutely. They have a right. to reject, 
and they have a right to charge a higher 
premium than 

On all above tour per cent? 

• 
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No; it la a quart er to a full one per cent . 

Ooes it mean that ever~ne or these loans will 
co~e to the Washington ottlce ot t he RFC' 

I think they would handle lt through their agency 
in t he field. They have offices in Chicago and 
New York . 

It it all goes across one man ' s desk --

I do not believe that all t he FHA loans come down 
here . 

• ~o, they de not . 

~ut many loans of the bankers would have to be 
cleared by socebody in authority. 

I understood that t he Federal Reserve, a few ~edte 
ago , wer~ to take the position that these should 
clear through the Federal Reserve and not the 
RFC. 

I think the RFC is in a much better position to 
administer a program or this kind. They have had 
more experience end they are equi pped to do it, 
I think, ~etter than the Fed. banks . 

The Federal Reserve banks ~~ve agencies; they have 
regioncl ba~e . They have conducted a banking 
business, that is presumably no different than 
t he others. The only difference would be that 
t he Federal 3anks ~~ve hitherto looked on the 
thing, probably, as too much or a business ris~. 
whereas the RFC has ret arded it, presWlllbly, 
although, actually, the opinion might be quite 
different, but presumably have regarded i t trom 
t he point of View Of t he public interest. ' 

Thet is right. 

And that would be the difference , but o~eeumabl y 
lt does mean t hat whoever has t he r i ght to insure 
the loan has a lot of poYTer, because there 1s 
a lot ot power that will be concentrated in 
each or the banks . I think the RFC could 
aocompllsh lt, so tar as the loans are concerned, 
much bet t er, and I think t he adminiStration has 
much more policy control over the RFC than over 
the Federal Reserve banks . 
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Is there any limit on the amount ot insurance' 

One billion dollars. 

There is nothing in the bill. 

I understood it was one billion dollars. 

It ia a million dollars to each firm . 

No; it is one bllllon dollars total. 

A billion baa been aug(eated or talked about. 

That is my understanding, and t he suggestion waa 
that there should be some top liml t that t hey 
could put out for thls purpose . 

97 

I heard of several cases in New York and m1icago, 
.-here the banks cake a seven, eight or ten year 
loan. They keep the five a nd aell the six, seven 
and eight year to the insurance companlea. Have 
you heard about that? f 

Yes. 

There 1s a provis i on in here --

They sell the six, seven and eight years to an 
insura nce company, and the 1neur ance compsnies 
are hungry tor that business . 

That l s r ather interesting, ".lr . Secretary. I 
made an 1nqu1ry into the si tuation several weeks 
ago, when this question f irst came up, as to how 
tDUCh ln the way Of soall 1nvest~enta there wal 
ln t he Federal banks. Our Federal banks have 

got out about $330,000,000 of long t erm snall 
industrial loe.na. Now, the RFC baa got out a 
little over tour hundred million. The ~ed has 
praotically none. Ot oo\lrae the Fed had a 
different l aw under rhich t hey operated. The 
t hlnP I aa .ond~ring about 1s why one would 
think this setup would produce ~ore acti ve 
lending by the banks t hon has already been 
covered by the RFC direct authority. I cannot 
aee why. Here ia t he RFC with a pretty b road 
general authority to loan. 0! course, t hey are 
subject to the statement t ha t the institution 
to which t hey loan ~at be aolvPnt, and t ha t it 
mus t be a credit transaction, not a capital 
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t ransaction; but where you have credlt and where 
you have capital, t hey oer ge very readily in dls­
cusslng loans of this character, because a lot 
of this money is risk capital s nd not Just a 
plain straight bank loan. The thing I cannot 
get clear on is why t he original t~n per cent 
l ose has to be taken by the bank, as different i a ted 
fro~ the FHA, which takes the original twenty 
par cent loss, with all the oo~plications that 
se t in, with the RFC sittine in the banks, 
going over the records and looking into each 
t ransaction -- why that woul d create a l a rger 
flow or capital t han s i mply by the RFC sitting 
down, ~th its broad authority to loan. Then, 
why no t use t he RFC agency and l et thea meke t~t 
loan? 3roaden it t ho t way. 

It see~s to ce t hat what you are saying i s t hat 
it may not create all the advantages that its 
sponsors hoped they would provide. 

I think that 18 right . 

But it i t does not, I do not see why any ha rm 
has been done in pr oviding this sor t of mechanism, 
because if t he banks do not want to make the loan, 
t here ls nothing that the RFC cquld do. 

That i s ve ry true. 

And I think i t i s better tor t he banks to uake 
this loan than have the RFC make it, because I 
think it i s thei r busine1s to oake lt. ! think 
they ~ill be ~klng these loans, and if this il 
coing t o encour.a~e theo to do l t in any degree 
at all, then I think it il a desirable thing to do. 

' ell, t here is t hat aspect of lt. 

As tar as the bank~ a re concerned, it see~s to me 
that t he FHA program hae been a very desirable 
thi ng . ~nile t hey are in ravor or it, they were 
not all in f avor of it e t f irst . t do not see 
•why t he operation by them thould be any different 
t han t he opern tion by the FRA, and the FHA has • 
not been sitting down on the banks. 

They work on a different t heory, it seems to me . 

Thet is only Title 1. 
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Yu. 

Title 2 is each loan in itaelr. 

Yes ; but I am Just using thia aa an example, but 
I think you must have in mind this different 
relationship. The firs t loaa was taken by the FHA. 
In thia it does not . 

I agree with John on all or these things that have 
been suggested so tar . It s c- ~.ns t o me t ha t thia 
is the most innocuous. It l eaves the lending 
!unction where 1t belongs -- 1n t he banks. It 
does not transfer it to the Government. I t really 
provides tor a method and encouragement to the 
banks to make this aort or loans. '!'he tact thllt 
have to take the firs t ten per cent risk i s a 
deterrent ~~n the improvident use or this 
insurance sch~me . It aeema to me that it cannot 
do very much harm. It may do an awful l ot o~ good. 

CAy I interrupt you to ask t his question? You used 
the phrase 0 Tb1s is the moAt innocuous scheme that 
has been presented.• I would like somebody to 
present to me first the need. What I ~ould liks 
to have first are the basio facta from somebody 
trom the econo•lllc section first, the need, i! 
there i s the need, and if there i s no need, why 
should I take the positi on t ha t this is the most 
innocuous? I want to know firs t the need; I 
would l ike to have that lnformatlon t1rst. Then, 
it there is no need, let ua all Juap in and say, 
"To hell with it•. If t here is no need, t hen it 
is not necessary. Does that make sense, John? 

I thlnk i t does . 

I think somebody -- Foley, White and t he rest of 
them should aslt !lr. Hardy. What i s it, ~orge? 

Thla is a part ot t he Serle thing; so he would 
probably come 1n on it. 

Before I go any further with somebody'& pet scheme, 
I would like to have t he bae1o information. I mean, 
first, t he need for thi a -- how badly i s the need 
tor it. I would like to start with that . 

There is a difference ot opinion , and it 18 
i mpossibl e to i llustrate the difference. Some 
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business een are unable to borrow f rom the banks, 
because t he banker s do not want to take t he risk, 
but thla la reducin£ t he riek by ninety per cent; 
instead or one hundred, they r i qk only ten per 
cent. Unquestionably, th~re will be some loans 
which they will m&ke ghich they would not make 1t 
they were not insured up to ninety per cent . 

We are tclki ng now about a matter or opinion . 

Yes; and t here is no flay to restrict t hc.t thing • 
~en you i nitiated t he investigation fou~ years 
ago - -

"'hl ch l!crdy made. 

Yes . The results were inconclusive, and they ~ent 
into very great detail ln atteootlne to run down 
the t act as to whet~~r or not a acall business 
man tad any difficulty in gettins a loan, even 
it hle credit was good. 

You seem surprised, Cy, at thn t s t atement. 

I did no t think tha t t hat waa inconclusive . 

Wha t ie your reoolleotion of the Hardy report? 

That t hey felt that t he r e was a very small number 
of businesses which, without good credit reasons, 
could not g~t bsn~ing accommodations . I ~ould 
say the reason it was in~onclusive was because 
~e could not participate in an examinati on of 
each loan, and we had absolutely no waY of. 
telling whether it was available t o us . We did 
not want to go any further with it because we 
felt lt was 1mpoaa1ble to dete r mine from the 
papers whether a bank was jus tified or not 1n 
turning down a loan on various i mponderables . 

I would lik~ fir st to have whateve~ stuff thPre 
is . Le t us g~t that tiret. In that conneet1on, 
we had FHA with authority to make lonna up to 
$50, 000 to plants tor equipment. I s that st1ll 
in roroe? 

No; that 1s i n . --

I n wha t -- one or 
experience or the 
their experi ence. 

two yeara? You hav~ the 
Fed. Let us t1nd out 

You have t he whole 
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experience. You have the exoerience of the RFC, 
and if we are goi ng 1nto t his thin~ . I want at 
least to be courageous and honeat about 1t , about 
the whole question of deposits and the res t or 
this thine; . Are we Jus t .,'Olne to do something 
because t here i s pressure on u~ . or are we really 
goi ng to do something about the banks whi ch 
handle checkln~ aocounts that they have to keep 
liqui d? 

Of oourse, this al l comes back, ~ . Secretary, 
to those school~ or t hourht, and I think there is 
a tre!llendoue dlfferl'nce ln schools or thouEht 
as to what ls reasonabl~ . 

I am as dlspess1onate aa anybody can be . I do 
not know that I am even ~o1n£ to be asked, but 
1! ' e are asked I rould 11ke t~e i nforcat1on wblch 
is avall~ble, and this 1a the best ~ay to !IIske it 
availeble now. or coure~. we our~t to get hold 
or th1e ~n that Bill ~ere had here . Bill ~ere 
had a man hP- re !roo Europe, who was the out­
standing authori ty on lonr term credits for banks t 
ln Europe . Wha t was hi3 name? 

'Rae t he t Curt Vlotorlus? 

I think so . 

Secretary to the Ger man Bankers Association. 

Yes . There is a very fi ne bank i n FrEnce that 
~ee long ter~ lonna . Th~t. or course, 12 
juft a benk put up for t hat purpose . I ao j ust 
wonderin& if the !.end bill i e th• ann·er to a 
asiden's prayer, or doesn 't t he onlden need any 
help? Cy thinks t he ma lden 1e not virtuous . He 
npve r used to be l i ke that •hen he was in t he 
Treasury Depertcent . But I am not satis fied tbe t 
I hQve the 1nfo~t1on, and I ~i sh I could get 
lt . 

~~Y I com~ent on rhat you may expeot? 

Yee . 

I don ' t think - - well , in fa ct, I am quite posit i ve 
that r e cannot assemble any in~ormation, qusntitative 
informeti on, t ha t will be conclusive . I thi nk you 
can demonstrat e •ithout much difficulty t hat the 
oredlt in this f i eld, the amall business field , 

... 
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11 a weak spot i n our ored1t etructure. I think 
we can deaonetrate that. It bee been a problem 
i n this country and 1n Europe and elsewhere, 
whether or not thla i s the beat solution or the 
problem, which I do not believe can be measured 
quant1tat1vely, i n v1ew or any et~tietics t bat I 
hnve knowledge ot, and whether or not this is 
t he beet solution or that problem is a mnt ter or 
opinion. But I think the ~~oad bill is the beet 
plan I have seen, particularly as to this first 
ten per cent, because I think that i s the out­
standing characteris tic or the whole thing. As 
I view it, the local banker should know, because 
or his famll1a r1 ty w1 th the community, the cred1 t 
riske, it he knows anyth1ne . This t ends to put that 
burden on him and make hi• responsible thPre to 
the extent or ten p~r cent. If t hat ten per cent 
was not in t he bill, I do not think it would be 
a very --

The first ten? 

The first ten, and tha t appli es, ~. Secretary, 
not to the total, but to each loan, and that is 
very important, too. 

!~ . Secre t ary, may I reca11 one thing? Ther e was 
this subcommittee a year or so ago , oonsist1n~ ot, 
I think --

Sz~czak . 

Yes; Szymczak, ~. Taylor and ~. Fahey or 
~. Douglas I have forgotten. 

Yes. 

They at that time CII"'S OUt ln favor Of increas.1nf 
t he R:C authority, wlth the additional requeet 
on the RFC that t hey keep tiles on all appl1cat ione, 
both approved and rejected. It seems to me th&t 
in those files there OU(ht to be a distilla tion 
ot t he experience thot they have had wi th the type 
ot borrower or type or prospecti ve borrower who 
comes to them. I have talked to some of the 
younger men in the RFO who have ~ndled oases, 
and 1! spot Judgment il any ~ood on t his thing, 
th~re ie eome doubt whether, with i nsurance or 
anything else, these oeople are a good orealt risk. 
They say the amount ot the i r borrowings are less 
t han ten per cent, ~1th nothlnr but their life 

Regraded Unclassified



. .. . Jr : 

Du!'rtrld: 

Jr : 

1C3 
- 15 -

in•·~ance policy as eollat@ral ; but i t see~s to ~e 
that since th~re was that unde~standin~ with the 
RFC, they ought to kePp soue records and know ~~~t 
the problem was at th@ end of a year or so , and ~e 
ought to ask them for •hat they hsve. 

Well, you as!t them • 

I think John has already talked to Jesse Jones 
about it . Haven ' t you? 

llo; I have not tolked to Jess@ Jones about it. 

I have had two experiences with these lo~ns. I 
remenber the husban~ of the hou~eke~p·r at the 
·";..lte ?.ouse stopped Me one a fternoon. li!> hPd a 
cousin in the ~haling businese, with two hundred 
or two hundred and ftfty ~en , and equ1p~ent . A11 
they needed was twenty-five thousand dollars or a 
fifty thousand dollar loan to ,ut them i n a 
position to shove orr tor the whaling season, 
but they could not raise t~6 t amount of cash, 
whatever i t was. They were in San ?rsncisco, 
and I telegraphed out to San rranciaco to the 
red a nd asked t hem to look into it, and ~lthin 
t••·enty- i'our hours they got that loan; they sailed 
and they paid e ver y dollc.r baclt -- and I got 
a whale 's tooth out o! it. (LAughter) 

&ut this fellow just could not get it. 

Another case l"SS one ot t hl'•e sma.' 1 buslr..ess men 
dorn her~, e f•llo~ who dl d repair •ork on Dies~l 
ene1nes. ~e hed e written contract ~lth th~ 
Atlfnt1c and Pacific to furnish t heQ ~1th the 
re~ t all, secondhAnd, used l anterns for ootor­
boats goin~ up in th~ 3alcon country ln Alaska. 
n@ signed e contrcct for t~ose engines, ten 
thousand dollars, they could not bor~w enough 
money in order to get the oaterials, although 
here was a contr act and t he fellow was en PXpert; 
he knew hls business , and v~ry few people 
know how to repair these Diesel engines. We 
got him the money. He did hi s business . 7/e 
had to yay a terr ific interest . How much did 
this fPllow hsve t o pay-- twelve or fourtP en 
per cent? 

So::>!' thing Uke t hat . 

• 
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T.elYe or fourteen per cent. 

And he was glad to paJ 1 t. 

lC4 

But the bank would not g1 ve 1 t to hia. He had to 
eo to one of these loen ehtlrka - I had to go to 
the loan shark for h1m. We could not get 1t from 
the b&nk. He rebuilt the eng1nee, delivered them, 
and made his profit. 

Those are a couple or oaeee that I handled 
personally. There are a lot or cases like that, 
where t he fellow cannot £et t he money. So there 
ia something wrong somewhere. 

Personally, I have eeen them make them loans ~en 
t hey started. 

aut they do not --

The :'ed. 

But they do not. 

No. 

I think there was only $20,000, 000 loaned. It wu 
some trifling sum that th~y loaned out ot the 
$l~J , OOO,OOO. 

l do not know how much e~rlence other people have 
had, but t he thing t hat both•re me is whether this 
should be in the National banks a t all. 

That is one or t he pertinent ques tions. 

I do not know "hether it ehould be ln t he National 
banks at all, or whethpr it ehould be in the banking 
industry, carefully regulated and carefully super­
vised. 

That is what Serle holds, very roughly. 

That is somethlng else again. O'Connell , can you 
just sketch Serle' e plan tor us. 

Serle 's suggestions tor the im~edlo.te future were 
the enactment ot o. bill eubetant1elly alon~ the 
linea of the ~ead bill and the creation or a 
Public Works Finanoe Corporation to finance 
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projects or self- liquidating Federal agencies a.n6 
projects or states and muni cipalities . The ~ad 
bill is, to bls nlnd, mer~ly a sto~g&p pending 
the formulation of his broader and more 
revolutionary i dea for a permanent cure or the 
Ca9it&l stagnation problem. His long range pro­
posal i nvolves t he creation or a system or capital 
credit banks to me Pt the capital needs or our 
economy, oper a ting on an entirely different basis 
fro~ anything we now have . He feels that the prot1t 
motive should be inci den t al to t he need to be served 
a nd advocates flexible interest rates, t he r a tes 
being fixed at whatever retes a particular socially 
desirable project could ~tend . For e~ple, he 
would think that such a project as a hospital 
should be t1nanced at a purely no:nlnal r ate or 
lnte r e!t, t~At the interest which a low housing 
proJ ect or slow clearance project should bear 
~ould also be little more t han nominal and t hat 
t he interest r ates should grade up•a~d toward 
the core usual coaoercial r atP in what he calla 
the more stri c tly com~eroial projects . In general, 
he reels t he t the int~rest rate should be fi xed 
low enough to permit the work to be done, rath~r 
than to heve a comparatively inflexible r a te which, 
to hl s mind, prevents muoh needed work being under­
taken. Hi s l ong range plan i s ob\•iotJsly quite 
revel utionp.ry. 

Let us ee t back to my old th~ory t het we have to 
decide whether we are going to have a capita~1stio 
system bssed on profit or state socialism. They 
are two systems which are used as a n e~ople . 

That is where this d1acuaaion leads. 

There was a substanti al amount of testioony 
before the Te::~porary l1at1onal Econol!llc Comoi ttee 
l ast week by & nucber of small business people 
and representatives or the SEC relative to the 
needs of small business tor credit and inabili ty 
to obtain it. The testimony included the results 
ot surveys made by SEC represent a tives in several 
different localities, whi ch surveys reinforced 
the testimony of t he individua l small business 
people as to the i r inability to obtain needed 
credit . The witnesses inc luded t he head of the 
Chamber of Commerce of Scranton, Pennsylvania, 
and a business man from Seattle, Washington, 
as well as small buainese people from ~n1C3GQ, 
Detroit and other sections. Generally speaklng, 

• 
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t he witnesses told straightforward stories or 
their difficulties and were, to QY ~nd, re~~onably 
persuasive. !!any or them were ultimately able to 
obtain some credit from commerolal credit baru:s, 
supply houses and the 11ke, at 'ln 1nter"st cost 
which r an rrom twelve to fif t een per cent, and in 
many eases higher. The witnesses wer e unanimous 
in believing that the Government should do something 
to help them, end a number of them spoke in favor 
or the l.ead b1ll . Inoidentally, several or them 
were qui te definite in opposing the RFC as the 
insuring agenpy, takin@ thr position that the RFO 
had not been &ble to do anything ror thea in the 
past, and thet the FHA or some o~her ~ore symp~thetie 
agency would be pre!~rable. 

I t~~nk your statement with respec~ to t he issue 
is a little lees than fa ir. I do think, 1! it is 
believed t hat nrivate business can or will ta~e 
up the slack, t hen obviously, there is no need, 
no room and no justification ror any proposal 
such as Serle recommends . I think thet is the 
iss ue . If you reel t ha t t hey are not goi ng to 
take up borrowing because the Government deters 
t hem or t he op_portun110' is not t here, t hen I th1nlt 
some alternative mus t be sought to put idl e 
capital to work. 

Do you think this interest r e te s~ould be det•r mlned 
by the social need. 

~e sklpe over tha t issue because i t is extremely 
trouclesoce . 

::o; but you? 

I ~uld not st~~e it t h&t way. Thet is one of 
t hose • tben did you etop bea ting your wife?• questions. 

What is t here unfa ir about the statement? 

Welt a o1nute. 

Wnlt s minute . I em aekin~ you. 

Yea . 

You say it 1& not fair, that •hen a ~n suggests 
t ha t t he interest rate be determined by t he soci al 
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need, that 18 etste eoclaliem. 
with that statement? 

~t is the matter 

I do not know wh~th~r you and I ~ean t he eame thing 
by •soc1a l1sm•. I think you ~ould under s t and m~ 
better 1f I were to state 1t in these terms, but I 
do feel tha t if the theo1a 18 aoceoted that there 
is eoi ng t o be an enormous amou~t or i dle r e­
sources -- not being used for one reason or another 
thet 1s Justified by th~ Gov~rnment promot1n0 the 
use or those idle resources t hrough, if necessary, 
lowerin~ t he rate or int~reat even do~n ~ zero. 

~bpt t he traffic will bear. 

To what the traffic will bear . The assu~pt1on 1s 
t ha t you will m&te it no hi£her t han is absolutely 
necessary to take cere or worthy proJects and have 
~orthy loans ~de; but I think it just r ests on 
the preliminary assum~tton --

I cannot go along with you. I helped to organize 
t he Fa r m Credit and we certa inly have the best 
record ot any agency in t he matter ot interest 
r ates . I do not have to apologize for those 
i nter es t r ates . They have the same i nterest rate 
whether it is fifty or tv1enty-f1ve hundred m1les 
rrom New York. The i dea in t he Farm Credi t was t o 
make it attractive !or t he ma n that had a f ar m, 
and t o help him put h18 place in a•Jch shape that 
he could run his tar~ profitably. ~e did not any 
to this tello~ •Juat because you have a bus iness 
t hat does not pa~', w;e &re tel nr to lend you mon~y. • 
~~ . Lemke wanted t heo to r a1te the aon~7 . ~e 
have been all through this t h ine ot lowering 
interest rete•, and helping him out through 
loT~r1n~ the interest rntee, and this prpsent 
capi talis tic syeteo Just ~on't 9tand up. 
Now, w-. Lemke 

We a re t a lki ng about two ditfer~nt t hings . 

llo, no . 

I think so . 

Keep lO>'er1ng t he 1nttorest r ate . 

v.e *erP talking a bout public bodies - - municlpal1t1ee. 

Lemke thinks about it a l i t tle differently t han 
~- aerle -- to l end t he money on 
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.ortgagea and not chars- any intereat ratea tor 
rediacounting the 110rtgagaa, and aYerybody got 
excited about it becauae it waa Mr. Lemke. Now 
that it la Mr. Berle, eYerybo4J thinks it i e 
wonderful. 

I think you are doing a little leas tban Justice 
to the idea. 

No. I have been sitting at a daak here and OYer 
there tor six years, and maybe I eee it a little 
more clearly than some people want me to aee it. 

I think lt would be interes ting to look at the 
report or that coaalttee that Gene Duttleld talka 
about, the aubcomaittee or which 8111 Myers was 
Chairman. It seems to me they came to the con­
clusi on that we should go along with the present 
authority in the RrC, but it something IIOre 
were ultimately round to be needed --

(Telephone conYeraation with the Secretary 
at 11:4? A. w. but 1t waa not recorded) 
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~t I was gol n£ to eay wae .that co~ttee 
proposed as their line or apporach t h$t they pre­
ferred at the ti~e a cooperative industrial credit 
oyatem on the pat t •rn or the i~te~~d1ste credit 
banks . 

Well, that makes s ense . 

That is what t hey propooed. 

That makes sense . 

If they trled anythin£, t hey thought at the t l me 
that that ~ould be the beat 11n~ or ap~roach. 

Preston, why don't you do thle for mef Today ia 
Thursday. Why don ' t you call a meeting and try to 
have somethi ng ror us to be~in to look at on 
~onday or Tuesday. Do you think t hat 1s a good 
ldea, John? 

Ye&. 

We have not the time to make surveys, but let us 
tlnd out every &ugees t1on thAt hoe been made as 
to whall ls needed, "hat ia the ldeal plan . I 'f!llnt 
th1R grou p to get 1t etrPltht . Prom the l it tle 
experience I have had, I do not th1nk that the 
present bank setup - - I mean that t he rules a nd 
re~etlons are det~rrenta t o a bonk in making 
a ten year loan, and I thi nk they should be . 
I don 't think banks should be in that business, 
&8 long as they have to keep eo much or their 
alset& liqu1~ . I know from my own personal 
experience -- and I am talking about 8n&ll needs 
lt i8 v~ry d1fficult . I had hoped t hat I should 
be able to take a poU t1on one way or t he other 
not neceesarlly thPt not hlnt could be done, but to 
try it out on a section agaln, or try i t out on 
thP ~hole country, although I do not suppose 
thnt ls feasible. 

How broad do you wont thle to be' Do you went 
us to go into thP fundumentnl qu~ntion? 

I want you to go into thiS thlng wl t h Vlner end 
Hardy and thls •'h.ole groul) that 1111\de a study 
ot that whole eeot1on over l n the ClevPlend •rea 
wasn 't it? 

And Chl oago . 

There i s a bank in Providence, Rhode I sland, an 

' 
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industrial be.nlt -- you could find the name or 1t -­
with five million dollars capital. Teat banker it a 
hlfh olaaa man, and hie only business is mskinf long 
term loans to industr y. I do not know how eucceeaful 
he hae been. 

~ybe it would be possible to try this out in 
certain areas . Ther~ i a no fundamental reason 
why you could not adopt that approach. You could 
select certain key places, confining i t to ,people 
who •·erP domiciled in that er~a. and take samples 
there. or course, you co•lld not try it out long 
enoufh to see 10he th,.r the loan• .. ould be good. 

Well, ~e have t~o atenclee to do it, now, if r e 
wanted to; but, as I saj', I alii int,.rested in 
thie thinf . ?ro~ ~Y l ittle e~per1ence, I know 
that t here are caeea. On t he other hand, I know 
t~t people are elso very unreasonable and not 
entitled to - -

In lote of cases, i t ie a que•t1on or Judgment. 

we have not begun to do tor th~ smnll industriali st 
what we have done fer agriculture . 

No; we have not begun to . 

We have the baa1o principles set up fOl' t he credit, 
and still functioning eucceastully on a perfectly 
healthy beals , but we have no~ begun to do for 
industry what re have done for agriculture. 

Yes . 

The trouble ls that at the RFO that 1& one o~ the 
many things that the] have to do. 

~e would like to draw on the e~~rlence or the PIC. 

You draw on whatever you can. 

Certainly. 

And come in on ~onday or Tuea~ny again. I 1mag1ne 
this thing will £0 over·. Why don't 118 set a time, 
even 1! we do not have the thing in final shape? 
Be here on Londay or Tuesday. 

Yea; we ~111 be here . 

, 
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On thla :Diltter. 

Yea. 

Say Tuesday at eleven o ' clock. 

Yea . All right. 

On bank l oans . 

Do you want to say aooething? 

I £ave you n copy or the bill . I think Taylor 
handed me this copy . 

111 

He turned ~~s f ile over to me when be lett . I do 
not have any extra copies, but i~ you want hi~ to 
have a copy or i t, I will aee that he gets one. 

I woul d l i ke to say one other thing: On this Eerle 
thing , i f I understand i t -- maybe I don't under­
stand it; that ia peaaible, bu t unless ao~ebody 
connected with the Administr at ion ia bold enough 
to answer i t, t here i s no reason to beli eve t hat 
he is not talkin~ ror the Admi nistration. ·I do 
not like i t any better than the Feder~l Reserve 
t heory that we should examine banks in good times 
one way and in hard times another way. I do not 
think you can do it . 

Tha t ia not comparable . That i s no t a fair 
analoe;y . 

All right . 

You think that i s on unfair t heory. 

Yea; on this point . 

I '111.11 let you have your holiday. 

And I ~~11 wake up t omorrow with a sore bead. 

You have one now. 

I am enj oying your cri t i cism. 

Anyway, we want 
L.ead Act. 

to put some whale ' s t eeth in the 

Harry expect s to hear me say compare B6 r le and 
Lemke, except that Lemke U doing i t in the farm 
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mortgage field and Serle in the industrial field. 

I would like to divorce B~rle and Leake . 

He i a one ot the moat brilliant people in the 
country. He ie a brilliant person. Look up 
Lemke's ideas on how to handle the farm l!!ortgage 
si tUB tion. 

I do not think i t is any question of persons. 

l'ie w1ll try to £:ive you something, Hr. Secretary. 

O.K., ~~d be sure to let Hnrry sit ln . 

All right. 

0 . iL 

Do you want to take up housing? 

All right. 

7/hat 18 this7 

Housing. 

I thought we settled that. 

Sit tight and be a good boy. (~. Foley handed 
a doouoent to the Secretary. ) 

'l.bs. t 1S this? 

112 

This is tbP report on the Straus aoendcents to the 
United St tee F.ousine Authority Act. -e have a 
letter -- the report orl£inally waa initialed 1n 
the Department and made ovailable to ~agnPr, at 
his request , before 1t went up on the P~ll, and 
Tagner has replied to the lettPr as it ~as ori­
ginally wri t ten. The principal thin& th~t be 
sugtests now ia a aubat1tut1on or the prov1e1on 
ln tlHl bill as it 10ae reported out by the Senate 
Committee insofar 'as under~ritlng the issues 
of the local hou81ng attthot-1 ties is concerned. 
This is wr~t he BU£f 88tS in lieu of the provls1on 
1n the bill t hat juat •lpoe out the ten per cent 
and oermlts national banks t o und~r•T1te the 
ent1 '"e i ssue . 
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1 The l i mitations and r~atrlctions herein contained 
as to dealing in, underwriting and ptwo~s1ng ror 
ita own account investment • ecur1 t1ea shall not 
a pply to such obligations or a ny publ~c housing 
agency (as defined in Section 2 (11) or t he United 
States Housing Act or 1937, as amended) as are 
secured by a pledge of pay1~ents under an annual 
contributions contrPct between such agency and the 
United States Housing Au thority : • --

And thls i s the new language. 

"Provided th&t the Comptroll~r or t he Curr ency may 
by regulation prescribe prohi bitions limitations 
a nd restrictions as to such dealing in, under­
writing and purchasing of such obligations . • 

Then he goes on to soy : 

"You wlll note t hs. t this provlaion 1110uld nake it 
entirely discretionary with t he Cocptroller of the 
Currency by regul ntion to prohi bit, limit, or 
restrict dealings in, underwriting and purchasing 
or local authority obligations. As a matter or 
ract, under this proposal the Comptroller could 
prohi bit any under~ritlng of local authority 
oblle;a tiona or h e could allow under~-ri t1ng aubject 
to such limi t ations ae he sew fit. I have every 
confidence 1n the adm1n1str at1on of this pro­
vision by the Comptroller or the Currency and 
~ould be entirely satisfied to have the ~tter 
rest " i thin hi@ sole discretion . • 

\\"no says t!lat? 

Sena tor Wa£0er. 

0 llhat I am anY.ioue to avoid i s the intlel".1b11H:; 
"hl ch proceeds fro m the exi s ting language o~ 
Section 5136 and the time t hat would necessarily 
be consumed in obtaining amendments to it 
authorl~ing the purchase and underwriting of 
public housing agencies' bonds to the extent that 
such action may appear proper from time to time. 
ThiG proooeed substi t ute provi s ion would provide 
the necessary flexibility to mee t varying condi­
tions as they arise . • 

Then he goes on and says furthft r : 
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1 I would like to know how you teel &bout the 
auggest1on I am makln€ in order to avoid any 
d1sagrement between us about a matter which I 
feel ls so Vitally important to the housing 
program and business recovery.• 

114 

He also said t hat while this bill has been reoorted 
out, he t hinks he could etfeot this change, ail 
Chairman of the Committee, before it is put on 
the Floor. 

I think that i s even worse than the other one, 
because it puts the preseure rieht on you. 

Yes; lt puts us into a field we are not coo~etent 
to be ln. I would say that very definitely~ but 
I am givin! you a horseback opinion. 

All right. When ie that d&ted? 

The 25th of t:ay. 

We oucht to answer th&t , not later thsn tomorrow. 

I never heard of i t . 

Can you get me up an anewer by noon tomorrow? 

Surely . 

·.vt t.h the help of the Comptroller. 

This group? 

This group • . Get me the answer by noon, after we 
ge t tbpee things strcirhtened out . It is nothing 
about whether the bill should or should not be 
JXl&&ed? 

Thnt is right . 

I would like to get the record, I would like to eee 
the bill lteelf. 

Ur. Secretary, expressing a more dispassionate 
opi ni on, lt seems to me that this would put us in 
e very un.fortunate position. 

I may not have or I may have, but I would l ike to 
see the United States Housing ge t an extension of 
t heir authority. I would like to see them ge t a n 
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extension or the i r author1t1. 

I a~ not expressing a n opinion on t bat . I have 
express ed ~Y opinion about it. 

l would l i ke your help and advice. 

1! 5 

Here is t he lett er, llr. Secretary, which has been 
initialed by everybody, and here are the changes that 
re ~ade yesterday. At your sus~estion we added 
th18 paragraph . 

L~t t he Comptroll•r see lt. 

Everybody has seen it. 

I guess I will have to ask Lr . Uph1c. I e t~~t what 
you •ere ta~ing with me aboat? 

I did not understand 1t. 

I did not know anything abou t it until Den Bell 
showed 1 t to me thi s morni ng ••hen I came into the 
ni ne- thirty mee t ing. I do not think that has 
anything to do wl th this . Ir we ere still opposea 
to the suggestion t hPre, t hen I think we can 
repor t on the WEgne r bill, and "e can independent ly 
indicate to Wagner our feel ing "lth respect to 
t he fir s t s uggestion so I do not think thi s 
lette r ~~s to be ohan~~d by virtue ot t his l etter . 
This was added, -r · Secretary : 0 AlthoU£h the 
~reasury is syop~thetic" etc . 

$e also recognized, •ith th• exception of Section 4, 
•hlch l s this unde:rwritint provision, t ha t it had 
to l::e enacted . 

I will wri te this a nd send it over. You can rewrite 
i t and get lt to me . 

It le all ready. I will Jus t erase tbeee thin~& 
t ba t I wrote on t he :re t o a how you whn t I added· 

GiVe lt to l.!ra . Klotz., will you? 

Yea . 

All ri£ht . Ie ev~rybody ha py nor? 

• 
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You not only want a report on the ~ad bill, but 
rou want ao•tb1ng troa ue on the whole probl••' 

fhe problem ot the 11an who needs add1 t1onal working 
capital. Can he get it und~r the present system, 
as it 1s set up? I mean, 1s it available, and 
can he get it' It not, why not , and what can we 
do about it? I tael t here 1s a great b1g gap 1n 
our industrial system, as t ar as getting the 
money to these tellowe i s concerned. I repeat --
I do not believe the Job has been done in the 
industrial tield ae it has been on the t ar m. It 
the farmer wants it, he can get it through t he 
Far m Credit or t hrough his bank , and he can ge t 
i t at reasonable ratee -- all kinds ot credit. 

Yes. 

Thank you very much. 

Here is one more t hing, ~. Secretary. Caybe you 
do not want to take i t up now. • 

I never should have promoted it. 

In regard to thi s ~hole di s cussion. 
to the bill that t he Pree1dent asked 
with him. Now, it has been here for 
and I have a memorandum here 

Has that anyt hing to do with banking? 

Thi s pert ains 
you to d1sousa 
some time , 

Well, I think i t hae . It involves t1nancing, and 
it is, in substance, one ot Berle's proposals 
before the ~agner committee. We are aga1ne t it. 

Well, l et ~. Delano and his group take a look at 
it. 

O.lt. 

That gives me lee~ay. 

I will be here on Tuesday morning. 

Yes. · Thank you very muoh. You do not mind, do you? 

No; I r.i ll be very glad to, Cr. Secretary. 

(Conterenoe concluded at 12:05 o 'clock P. ~. ) 
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• 
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TREASURY DEPARTMENT 

..... ,_ 1 , 19J9 

TO Mro.11o\l 

••OM Mr. Blo'IICh 

(1) hcceoUODI "'-'Mr. lauo -.4e b)' 'o1u 'oreob'e OJl 
paceo 9, 11 all4 16. 

(2) Dele,loD.O -..I.e b)' 'be kore'-'7 OD p-cee 5, 6 IIJl4 II o\ 
tho ooater- with CoJICl'e .. loMl lM4ere, JrUq atten10oa, -. 26. 

(3) h'floloDO 1D propulDc tho DUt drat\1 tho wor4 1 \ba\ 1 
lnoerte4 OD pece 6. !be wr4 1ell...t>ere1 deleted OD - 9. !be 
wor4o 10 111 of t.b& o'oJeoUYeo1 n'ootUuted for tho wr4e 1 tho OD41 

0 11 p-ee ll. !be wor4s •-ted 1D 19331 deleted OD PIICO 12. !be 
wor4 •.,• n'ooiltuted tor tho wor4 10DOther1 oa PIICe 13. !be 
word.o •ot tho ta 'ourdel1 betweel1 broad croupo of ta:pqero 11114 
upeo1oll7 obould.1 1Doerted oD PIICe 111. !he Des\ wor4 "aor1 cbuced 
to 111ot1 oD pace 111. 
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'"' M .J),olo4~ 

ol 
Do))<P 'S 

I 8ppreo1ah ~. opportwll.t;r to appear bef ore 

your Oomm1the to dbou .. with ;rou oel"ta1n broad f1eoal 

problema and oarta1n 8peo1f1o tax queat1one. 

!ax propoeals cannot be dbou11ed OOIIJirehendnl;r 

except 1n relat1onlh1p to our whole national and 

tieoal pi)e1t1on . We are now 1n tbe aidat of a world 

aituation whioh t.poeea on thie OoYernaent a apeoial 

reeponeibil1t;r. Ye auet deaonetrate that a de.ooratio 

gonrnaent has t he pover and the tlex1b1l1t;r to 

lurY1Ye a prolonged or1aie and ohaotio world conditione 

with t he atrength of ite free inatitutione unillpaired. 

PreserYat1on of our demoorat1o fo~ ot goYernment oYer 

a long period of ;reare requirea, in m;r opinion, 

a tiloal program which hal a fourfold obJeot1n: 

(l) promotion of tree enterPriae and p ri-.:ate innetment; 

(2) attainment of t'ull bue1neu reoonry; (3) aaintclnanoe 

ot 011r puhllo f1nanoea 1n a aoUDd and una11allable 

poeit1on, and (4) a Juat diatribution of tax burden• 

and a more equitable d1atribut1on of national 1nooae. 

lluoouatul operation of demoorao;r demande t .hat 

all tour obJeotine be eolidly li.nlted together. When 

we oona1der any apeo11'1o obanae 1n our t1eoal program 

we auet aatid7 oureelYea that the ohange aaltee tor 

a baUer and not a woree d1atr1bution of tax burden• 

• 
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and or uat1onaJ. 1noo•e, that the ohallge proao1:ea and 

doe a not retard bua1neea reoonl')', and that the ohangl 

makee easier and not more 41ttioult progre88 toward 

the 8atabliahment of a balanoed relation8h1p between 

revenues and expen41turee. 

Pull attainment of the8e objeotivae ia 41tfioult 

at beat. It i8 made more ditfioult b7 a new and 

ominoua development 1n world affaire -- the armament 

raoe now gripping the iaportant uat1ona or the world. 

Great Britain 1n the preaent t1aoal 7ea:r i8 epen41ng 

•~ billion on ailit&rT expenditure•, or allloet 50 pel'­

oent of ita national budget; Franoe ia devoting over 

40 peroent or ite national governmental expenditure• 

to the aame purpoee; Italy, 50 peroent; German)', 

probabl7 60 peroent; Japan over 70 peroent. !hese 

huge expenc11turea are being tinanoad la:rgelr b7 

borroWing. !he race is beoom1ng 110re 1ntenae and there 

ie no and 1n aigbt. 

For ua these development• preaent the danger that 

t hey mAT involve us 1n inoreaaed oo8t tor uational 

detan8e hera and that they may result 1n moneta:ry in­

atability abroad and disruption of our oomaaroe, the 

ooneequenoea of llhl.oh we oannot tull7 predict. In th1a 

connection, it i8 interesting to note that 1n our 

budget tor th1a t1aoal yea:r expan41turaa tor paat wa:re 

and national datanae are alaoat one-fourth ot total 

expandl.ture a. 

• 
.. 
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11o proper eolut1on of any ajor probl• taoi~~g 

th1e gonrnment todq can be ach1ned without tull 

oonaiderat1on of the iapact on our country of the 

preeent international. orie1e. '!'he u!Uili8takable 1apl1.­

oation of the international 8ituation i8 that we should 

giYe eerioua attention to our future fiacal position 

and redouble our ettorte to attain full raooYeJ"T. 

High nati onal. 1nooce and a aound f18oal position are 

euential to adequate national. detenae. It ia aga.1nat 

th1e background that we reexamine our f18oal prograa. 

A tundallental objeotin of eound finance clearly 

ie a balanced budget. '!'here ia, of oourae, no good 

reaeon why taxes auat exactly balance expenditures 1n 

eaoh epeoitio year any more than i .n each month, each 

week or eaoh day. '!'here are period a during which 

aound fiaoal polioy calla tor an exoeea ot outgo oYer 

income, and others when it calla tor an exoee~ of 

1noome oYer outgo. In a depraeeion 1t ia 1naY1table 

that there will be defioita. RIYenuea decline at the 

881118 time that the Federal Oonrnment 18 called upon 

to aaaume 1neeoapable soo1al and economic burdens. 

It, however, detio1ta are too long ccnt1nued, the 

depreeaiYe etteote ot uncer tainty tend to make reooYery 

more difficult. '!'he aequel to deficits in saergenoiee 

ehould be aurpluna during Jl&re of proeperity. 

: 21 
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!bat vaa and il Onl Of the broad PIU'POiel of aeeltiDg 

to raiae the national i ncome to a high leYel, thua 

auurillg renl'ue great enoueh not onl7 to end the 

def1oita which bep.n 1D 1~:51, but alae to r.duce the 

public debt. 

In carrring out cur fieoal pol1o7 it would be 

helpful to haYe machiner r which would mere tull7 

coordinate cur effcrte. It is not the prercgatiYe of 

an7 adainiatratin Department to make euggaat i cns t o 

t he legilllatin branch of the Oonrtlllent for the 

conduct of ita vcrk, but I 1111 sure that JCU would 

v1ah ae to be f rank in auggestillg vara of auracunting 

d1tf1oulties which I belieYe nov attend the Joint 

ettcrta of the Ware and Means and J'inanoe Cclllll.ittees 

and the Treaeur7 Department. 

I f, for instance, the Wars and Keane and 

Appropriations Ccmmitteea of this House and t he Finance 

and Appropriation• Oolllll.ithea of the Senate could meet 

each session aa one Joint Committee on J'iaoal Polio)', 

to consider the oYer-all aspects of the expenditure and 

revenue programa, ailllplificaticn and greater eftect iYe­

nees would result. ~ Budget Act of 1~21 set qp 

a procedure for the crderl7 fcl'lllulation b7 the beoutin 

ot tiaoal propcaala and f or their aubaiaaioa to tha 

Oongreas aa a unified budget. Mo comparable procedure 
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hae been eat up 1n Oongreae tor oona1der1ng re••nu•• 

and expend1turea together aa two interrelated aepeoh 

ot a eSngle problem, I hope thb 00IIlll1ttee wi.ll agree 

with me that eome auoh inno•at1on would improve the 

ettioienor or the Government. B7 providing tor 

a preliminary legislative oone1dernt1on of tha over-all 

pioture of appropriation and revenua meaeuree it 

would give Congreaa a hroad perepeotive of the etate 

ot the Government 1 a t1nanoee and pel'llit a better 

ordered ooordination between the exeoutive and the 

legislative branohee 1n thie tield. !hie Joint 

committee would i .n etteot be a len• thro~ Which 

all appropriation and revenue meaeuree oould be 

viewed in relationShip both to What the nation needs 

and to What t he nation oan attord. 

In mY. opinion the fundamental tiaoa~ question 

raised by \ :e pending Department of Agrioulture 

appropr1atX,n bill 18 precisely the type of question 

v1th vblch ~a Joint committee ehoul d oonoern itaelt. 

'l'hle bill pr~~ses to 1noreaee budgeted expend1turee 

tor tarm par1t paymenta by 1372,000,000 but no pro-

'''"' ,., ''~' ,,. a ''"'''"'''" ,,,,..,, " 
revenue altho we already taos a det1oit ot 

83,426,000,000 the oomlng t1eoal rear. !he b1l.l, 

upon t he merits or Which I 1111 not oo11111enting, 11 

.:23 
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~· committee lhould han oont1nuoue lite tor 

the purpoee ot aot1nl:r etud71ng t1eoal probleae 

between ae well a.a during eeee1one ot Oongreee. 

!be !reaeur:r Pepartaent would, ot oour .. , oooperate 

in thie work to the tull extent that the 00111l1ttee 

dll1red. 

!bue tar I have dealt with the tinano1al probleae 

ot the ~ GoTernaent alone. We muet remember, 

hoveTer, with t he beat OODOeiT&ble rederal tieoal plan 
A 

in operation, we et12l would haTe touohed leae than 

hal t ot the tax problem vbioh oontronh the nation. 

Alaoet eo percent ot the total tax reTenuee ot the 

oountr:r are collected b:r etate and looal goTernaente. 

In t he laet tive :reare we haTe ginn eerioue et\14:1 

to the problem• oreated b:r rederal-8tate tax oonfiioh. 

!be eame probleae ha4 bien reoogni&ld b:r our predeoee­

eore. It ia m:r beliet that we ehould take etepe 

without dela:r to make theee etudiee etteot1Te. 

I euggeet that Oongreee oreate a lllall teaporar:r 

n&t14fnal ooal .. ion to r eport to Oongre .. u eoon u 

... 
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teaaible on the Tarioua aapeota ot intergoTernaental 

tiecal policy and propoae a plan tor t he aolution ot 

the problema invol ved. 8uoh a OOIIIID1aaion ehould be 

made up ct men ot ability who command the highest 

possible public oontidence, who are familiar with 

tiacal problema, but who will repreaent the public at 

large rather than particular goTernmental unite. 

Onrlapp1ng and competing taxea han grown 1n 

number and size as both Federal and atate goTernaente 

have aougbt new revenue. Orante-in-a1d are being 

demanded ot the Federal GoTernment in increasing 

amounte. !he resulta ot thia t1aoal aituation are 

increasingly unaatietaotory to both state and 

municipal governments and to the Pederal Government, 

and more and more burdensome to taxpayere. !be 

recommendations or such a oomm1esion lhould aasiat us 

1n acb.1ev1.ng a more orderly relat1onlh1p between the 

Federal, State and local t1aoal eyeteme. 

!hue tar I have talked about two tisoal u tters 

ot great importance. Let me turn nov to more 

epeoit1o quest ions ot Federal taxation. 

I desire t1rat to reiterate two tax recommendations 

vh1oh the President hae already aa4e and Tarioua eug­

gest1one which t he ~aaury haa preT1ouely presented: 

:.25 
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1. In h1a Bu4pt Ke•aac• ot .Tan11U7 :s, un, 

t he lrt11dent reooaaeD4ed that Oongre1a ex\en4 the 

m110tllaneou• 1Dteraal re.anue taxea wh1oh un4tr 

exUt1Dg law will expire in .Tune and .Tul7, an4 

aaintain the ourrent rates ot thoae taxe• Whiob 

otberwitt would be reduoe4 1D .Tune. 

2. In h1a aeaaage ot .Tanuer7 Ul, 19:59, t he 

Prea1dent recommended legillation making all go•ern­

ment ealar1et hereafter earned and 1ntereet on all 

go•ernaent eeour1t1ee hereafter iaeued eubJeot to 

Pederal and atate 1noome tax lava. !bat part ot tbia 

recommendation dealing with goTernment aalar1ea, 

I u pleaaed to nota, bae alread7 'been 1Doorporate4 

toto law. 

3. In my s tatement ot Marob 24, 1939, I preeented 

for your conaideration tour alternatiTe rate plana 

for old-age 1Dauranoe contributions during the next 

three years • 

•• 
and 

brought to 

lava upon 

bearings before th1a 

aentat1••• of the 

attention •••eral 

Departaent 

obApa:e• 1D the tax 

al onee are ( ) ourtai nt of exceaaiTt 

velll 

1oh Oongreeef• not 71 acted. Of these 

now allowed f r deplet n of oil and gat 

certain ainea, (b) el1a nation ot the preferred 

:.26 
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1nooae tax etatue enJoyed by r .. idenh of the Ucht 

oomauoity property etatee aD4 (o) integration of the 

estate and gift taxee. 

J:nn thouch a oo~~preheneive reY1aion of the tax 

structu.re probably will not be f easible at th1e t1llle 

t hat fact, in my opinion, ellould not restrain your 

Committee from giYing aeri oue attention at this time 

to remoY1ng from the tax lave aD1 man1~est inequities 

or other defects. 

Before specifying t he tax provisions which 

I belieYe deserYe your special attention at th1e time 

I vioh to emphae1ze t he 1lllportance of ~tain~ the 

present revenue in any tax revisions which may be made. 

We must not forget that one of t he important objectiYes 

of our fiaoal program 1s to approach a balance between 

revenues and expenditures--&r th1e reason aD1 tax 

reduction• must be offset by tax increases , ~ 

It tax revision vere confined to tax reductions the 

resulting uncertainty as to our future f ieoal position 

would injure and not help bueinaea. We should take 

no step Wh1oh the public may interpret ae moTing away 

from the objective of a balanced budget. 

In diaouea~ the element• or feature• ot the 

tax syatem vhich you may wish t o reexamine, I ahould 

lUte to olaseify t hem rouchl:Y into three groupe. 

:27 

• 
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!he firet group inoludu featv .. whioh han 

been oh&raoteri&ed ae l1kel7 to hinder bue1neee 

expaneion and in .. etment. 

One euch featluoe 11 the abeenoe of prort81on 1n 

our income tax lave for oarrying oYer net bueineee 

loeaee to be deduoted troa bueineee profite of tuture 

yeara. The profits or loeeee of eaoh 71ar are 

considered without referenoe to those of an7 other 

year. In ooneequenoe a bueineee with alternating 

profi t and lou now paye higher taxu onr a period 

of 7eare than doee a bue1neee with etable profite 

although the aYerage income of the two f1rae UJ be 

equal. Hew enterprieee and the capital goode 1nduetriee 

are eepeoia117 eubJeot to wide nuotuatione 1n earn1ngil. 

Ae a eeoond elCaiiiPll, I ehould aleo like to 

mention the queet ione of tax-exeapt eeouritiee and 

surtax ratea in the higher braokete. Theee twa 

queetione ehould be ooneidered together. fax exemption 

:26 

Loss -

of eeourit1ee 11 higblJ inequitable and tende to 

null1fJ our progreeeln eurtax ratee. lfoet pereone 

eubJeot to the high eurtaxee han elzable hold1nge 

V )f,,..• f 

ot gonrnaental eeouritiea whioh yield thea an 1nooM 
A dd atl 

Fe dull ) 
J,.lc..-e~t 

Co1t 

tree from Federal income taxation, While other 

pereone entirel7 eeoape the h1gb eurtaxee 1n thie 

ll&lUler. fax exeaption aleo operatee ae a magnet Vbloh 
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pulle pereone eubJeot to hi.&b income taxee a~ troa 

1nnstMnta 1n priYate bul1ne11. Ye should b7 all 

aeana pall legielation to ll&lte U 111pouible 1n the 

ruture to i11ue &n1 more tax- exempt eeouritiee. 

Thie haYing been aoooapl1ehed !1ret, it would 

then be !air and logical to raexaaine the question ot 

whether the preeent eurtax ratee on Yery large incoDee 

11&1 not be eo high that they discourage the 11111ited L. o U 
( h'llw.•"· 

number ot individuale subject to them trom taking normal 

buainesa riaka. 

In a aeoond group are teaturea ot our tax aretea 

vh1ch han been reterred to aa 1 tax 1rr1tanta•. 

As an example I would mention the undistributed protita 

tax. In i ta preeent tol'll, th1e jaJC 1e un111lportant 

• 
... 

and does not aooompll.sh the objeoth~ot the original 

proposal. The tu produoea little revenue and baa -
little etteot on buaineee. It has acquired proll1.nence Lo r. S 

ae a psychological 1rritant. (i_argelr beoauee ot the 

widespread and emotio~ I¥~i~ hu been 

directed aga1nat 1tJ ~ch the law aought to 

attain vaa t o prevent the retention an4 acouaulation 

ot earninge b7 corporation• trom being ueed to aYo'd 

the personal i ncome tax. 1'hia ia etil1 an important, 

" and to ..:, a1nd, a aound objective. 'l'he lav in ite 

preaent tol'll doea not attain it. 81noe the inc- tax 
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on oorporat1ona, of ~oh the und1etr1buted prof1ts 

tax 11 a a1nor aepent, exp1rea b7 1ta own tera1 at 

the end of th1a 7ear, 70111' Oo..S.ttee ahould dial. vi.th 

th1e probl•. ~~ 1'r1a1111'7, of oourae, atanda read7 

to work v1th 70u on 1t, 

Another e:umple 1a found 1n the oap1tal. atook tax 

and the related exoe11 prof1te hx, ~naoted 1n 19~ 
Under t he present lav the oap1tal. atook tax 11 baaed 

upon a declared oap1tal. atook Tal.ue vh1oh the taxpayer 

!30 

I '13 '1 
84!>15 

J:l. 3. 11 

L O!>S 

- - - -. 
JJBJ rertaa eTery three yeara . ~e declared T&lue ma7 

be any figure that the taxpayer deairee to aubait 

regardleaa of the actual Tal.ue of t he atook. ~e 

exoeae profits tax app11ea t o profita in exoeaa of 

10 percent of auoh a declared Tal.ue. 'l'be taxea are 

A(Q'~'"1 e 

'(ea." 

Bo..s.~s 

14-1. 1 __ ...; ... 
Lo !. 5 

t hua not real.ly taxea on t he Talue of cap1tal. etooll: ----- ­

or on exces&1Te profita. ~e1r maJor detect ia t hat 

t he7 operate very errat1oally. ~e tax 11abi11tX 

they 1apoee depends on the taxpa7er ' e ability to fore­

caat profita for the next three 7eara a.a well aa upon 

the amount of pr otita actually realized during each 

of the three years. rorecaata of earninga are 

particularly d1ff1oult to make ln the caae of new 

bua1neaaea and tboae vi.th unetable i nooaea euoh aa 

the oap1tal goode induatriea vi.th thl reault thlt 

tuea illpoeed on auoh bua1ne11ea are at taae 1n-
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!here ill a thll'4 category of tax probleae now 

being widely diecuaaed which ra1aea queationa of tax 

equity. The Treaeury bas already worked on tboae 

problems and, if your Coaa1ttee dla1ree, our ataff 

could continue theae atud1ee 1n coLlaboration with 

tbe Committee, possibly with a Yiev to action at 

a later eeseion. 

o both the 

u~~u~~ 
.. s 'hd example is the 11m1 t at 1on placed on 

t he deduction of corporation oap1tal losses. Under 

t he present law an exoese of corporate capital loesee 

over capital gains can be deducted from ordinary 

income only to the extent of 12,000. 

In the consideration of many of the poeeible 

tax changee just mentioned, it ia essential to bear 

1n m1nd that their adoption would result 1n a reduc­

tion in t he revenue-producing oa,pacity of the tax 

system. I have a1re~ eJI!Phad&ed tbe laportanoe of 

not permitting the revenue-producing power of tbe tax 

eyatem to be reduced at tbia time. Accordingly, vitb 

131 

E H""'pf'• 
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the adopti on of &117 of the &bon meaeurea 1nTOlrtnc ~ 
lou of rennue there uould be auoo1ated rennue- ~~~ 
produo1ng rerla1ona. Although th1a problea 1a ~~ 

dittioult, 1t 1a one that mlat be faoed . !he taua "'1 .. AJ 

ruorted to tor replao1.n& &117 loet reYenuea ahould 

haTe the leaet harmful etfeote on bueineee and ahould 

contribute to greater e9.u1ty. X •118SU41 •tse loll6Wlll8-

- thxao peu•-llil~'t1~'•"' 

!he oorporation income tax r e could be 

, with due 

2. 

revenue 

t he 

out 

good oitizenah1p, t 

might 

about 

exeapt1on 

e of additional 

tax. !here ie mer1t 

on 1noomee between 

oould be inoreaeed v1th­

Jurther-

e tax oonaoioueneea and 

It the 

tl,OOO to $aoo ~d the exeaption ' fo aarried oouplee 

deoreaeed troa t 2,600 to t 2,000, it i eetiaated 

that an additional 1,600,000 pereona wo 

to the 1nooae tax. !he ratee iaPOaed on a 

) 

.. 
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1n0om., oould be ,_ with perbape a aaal.l UliWJIID tax. 

ITen t hough the tax 1mp0aed on amall i ncome of 

little importance troa the r&Tenue point 

tax would oonatitut e a Taluable 1net 

the 

a larger group of our 

Federal tax problem. 

aware of the 

:5. J:etate and g1tt 1noreaeec1. 

Although h1.gh ratee are app eel to extremel7 large 

eetatea the eatatea P&7 little 

or no tax. 

lower anc1 1111c1c1le 

brackets oould be 

into one 

well be ginn to the 

omb1n1ng the utate and gift taxee 

At the preeent time 

a large Yoluae of propert7 who 11 1n 

11110h of it an.)" during life can 

tax far below that which auat be 

Paid n the eetate of a peraon who ia not 1n poaition 

to iTe ava7 hie propert7 during life. 

eotion v1th 11.1 of the ~~attere I han 

i a prepared ae ueual to turnieh 

to wor k vith 70u 

:33 
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b aubJeoh I ban d1aouued aN for the 11081; 

part confined to a llmlted aegment of t~e tax •rate•. 

I do not oona1der the• aa oonat1tut1ng an adequate 

program of tax rev1s1on. INch a program oan be 

developed only through long continued study and 1t 

cannot be atat1o but muat be adapted to obang1ng oon­

diticn&. But the general linee along vh1ch Federal 

taxation ahould develop 1n the tuture appear to be 

quite clear. Ye ought to 1ncreaae the part played b7 

direct taxea that can be ll&de to take account of d1f­

terencea in the ab111tiea of individual• to eupport 

Government. This means that VI ebould endeavor 

eventually. to lll1n1m1r.e the u&e of manufacturer•' 

exo1eee and other commodity taxea vhioh tend to be 

shifted directly to oonaumera, {iranaterring th.e burden 

aa far aa practical to the 1nd1v1dua1 income tax and 

the estate and gift taxeaJ Suoh revieiona would 

facilitate coordination of Federal with State and local 

taxation. 

In conclusion, pera1t ae to eay that one of the 

maJor taske VI have before ua ia to do everything ve 

can to promote lasting bua1naaa recovery. Y1th thia 

Still uppermost in my mind I would like to repe.at 

nov with the aame deep conviction what I aaid in 

' 

• .. 

If 
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JonUel', 183'71 ll!he 'll&alo IIH4 'o4aJ b k fonor 

~~ tu11 8PP11oaUoa of a.. 41"1'f111C foi"'O of pr1Yato 

o~Ual. Yo want to 100 oapUal 10 lllto tho pro4uo-. 

u.e oballlloll of prlnto 1114uatl'7. Ya ·._, to 100 

pr1Yate bueln••• axpaaA.• 

:35 

• 
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p.AJW>IIWII OJ' ra.a•• RIOKinD 

JROK; .&aerioan •baee:r, Berli.Jl , OerUD:r 

Di.fl: J-e l, 1958, ll •••• 

10.1 439 

COinDIITI.lL. 

It appeue that the Oenum OoYemaent ba4 aaeura:ncee 

fro• the Bri tieh Oo"f'ernaent ..... eral weeks ago that no 

objection would be raieed to withdrawal b:r the Bank tor 

International Bettl .. ents of eix aillion poUDde which it 

bad on depoeit in Londcm tor the aooount of the Ouch 

JaUClllal Bank and turning it ewer to the control of the 

Reicheb&nlt. [Reference ie aade to telearu lo. 378 of 

April 24, 11 a.a., froa the labasey. ] 

A fortnight aao a Oeraan o~iesion went to London 

to try to negotiate the releaee of the Oseoh balances which 

Great Br1ta1.n has blocked, and thie co-heion haa returned 

t o Berli.Jl. !he c~seion did not reach an agreement, 

but arrang•cts were aade that a deleg&UOD will return 

to London later. It se•e clearl:r understood that before 

the end of June an agre•mt will b e reached. 

!he British inforaed the Oeraa:n delegation that 

Brit!eh claiM had to be aet w1th1.Jl a fortnight or eo or 

Great Brita.in would uee U18 iapcNDded bala:nces a:nd unilater­

all:r pa:r tb,..e cl&!Jia. .t. delay waa requested b y the Geraa:n 

delegaUcm until the tb1rt1etb of J-e, and 111 retiU'D 

( for the del&:r they &creed t hat the •a:r (inst&llaentT) of 

the 7-1/3 percent Praau• eterlinc loan would be rea! tted 

1.Jl 

• 
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1A tull. 

n h oar uadernu41a.g tbat tho BriUeh Oonr1111ct 

still baa bloota4 .... 1._1/• llillioa p-d• of Osooll 

gold ud b&luoaa, 111a1u h 110ra tb&D ~ to ••t pre .. Dt 

olaiaa of the Bri Ueh. The Bri thh do a.ot e:~peot to 

haTe any diffioulty 1D gntiDC the Geraane to agree wiib 

the BriUeh Treaaury to pay b&ok to itself the aix ailliOil 

pounde which it loaned to the Osooll OoTerlllleDt after t h e 

CoDferenoe at Munich eiDOe tho tunda are held by the British. 

!or do they allpeot difficulty 1D gntia.g peraiaeioa. to pay 

out t o retugeae troa CseohoelOTUi& aoae :5,31!0,000 poullda 

which had bean r011tiUed to :lnglud for aafe-ke~1a.g. .. 

It 1a figured tbat at the preaant tiae the cub olaiaa 

ot British oreditore 1110unt to OD1y :5 1 /3 a11Uoa. poada, 

wberaaa after repayaat of the ore41t t o the Oseohoalon.lt 

Gonrnaent and the •retucea f'lmda• about 5,000,000 poUDda 

will atill be bloolr.ed. It 1a the GermaD deaire tbat the 

balenoe of 1 1/2 a1111oa pounde be rnur11ed to the 

Czeohoalo'ft.lr., t hat 1a, the OerMD exobaa.ga ooatrol. 

RoweTer , tho Briti sh e:~peot euooeaatully to inaiet tbat 

the bal.uoe be laad to buy up and retire part of the Cseoh 

sterU a.g l oa.g tva bade whic h ere outatandiq. U h 

undunood 
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Ullc1entoo4 abo tbat ttao lllr1 Uall will 1A.tn • 11111 

tru•ter of thl 1Atereat Oil lCD& ter• Oa101l ob11pUaD~ 

whioh au halcl 1• .._J.aacl, tllo cl1nclecla n 11'1Uala-llolcl 

&hue• of Oaooh bv.aU. •• nterprioeo, ucl tile earn1ngo Oil 

Britiall cl1reot 1aYeotooato 1a the proteotorate. 

It 1o reqv.aotocl tllat 'Iilah telocr:u be repeatocl ioo 

the fr ... ury ae •-.ua•· •o. sa. 

J:JB. 

IA:LI'I 
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SEcrEtary of StatE • 

Washington. 

761, JunE l , 6 p' m. 

GRAY 

London 

DatEd June 1 , 1939 

Rtc ' d 1:55 p . m. 

FOR TREASURY FROM; BUTTERWORTH, 

DuE to thE Accumulation of funds for today•a war 

139 

loan dividEnd paymtnt and thE continuEd EXCEss of TrEas~ 

bill payments ovEr maturitits this WEEk ' s Bank or England 

rEturn shows another switch from bankErs' dtposits which 

dEcrEasEd by pound 12, 9 million into public dtposita 

wb.icb incrEas~d b:y pounds 12, 8 million. llott circulation 

at pounds 499. 8 million showEd an incrEasE on thE wtEk of 

pounds 5 , 2 million duE largEly to month tnd requirEments 

whilE holida:y currtno:y has not :yEt rEturnEd from circulation. 

Tbt hitch 1n tbt Russian negotiations attma to have 

cbEcktd thE slightl:y 1ncrtasEd act1v1t:y in tbt forEign 

EXchangE markEt of :ytstErda:y and thErE was littlE business 

toda:y, thE British fund d Ealing 1n neither thE spot nor 

forward dollars. 117 bars or gold WErE sold at f1.x1ng, 

27 of which wtrE mnrr1Ed, thE Bank of England giving a 

few . Snmutl l.!ontagu was again thE so1E bu:ytr. 

• 
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REB 
2- 1'761, Prom London, J\m£ 1, 6p. m. 

Th£ guildtr was otttrtd today tht rat£ going 

!rom 6 ,71 to 74-1/2 on a rEaction from th£ complEtion 

ot tht purchas£ of guildtrs in Paris for tht rEpaymtnt ot 

tht l~tnddasohn loan, ThE Bank of PrancE bought a ftw 

dollars today at 37 . 73- 7/8, 

HPD 

OlV t l:> H 

eN!! s ..... 
lf.,..JII --· - ....... _ .......... ._, 

KENNEDY 

• 
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Srorctary of Statr 

Waah1natan 

GRAY 

Par1a 

'Datrd Junr 1, 1930 

Rro•d 2 P••• 

1a.7, JUnE 1, 4 P• m. (SECTION ONE) 

FOR TIE TREASliRY. 

Trad1D8 an tht txchangr -.rkrt waa on a rntr1etrd 

se~alt and without apre1al ftaturu u:orpt tbat thE 

tlor1n waa offtrtd on ruaora of a cab1nrt or1a1a 1n 

Holland. ThE areur1ty marktt -• drpruard and ahowrd 

modrratr loaara all around. 

Tbt Bank of Pranor atatrmr:nt dated May 2tl pu.bl1abld 

141 

today rncala an 1ncrra11r of 600 111111on trance 1n thE 

oommcro14l port~ol1o. Nott c1roulat1on down 741 m1ll1ona. 

D£poa1ta up 419 lll1111ona. ThE ratio of sold oovrr 1a 

64. 28 oompartd with 64.14. 

(End Srct1on Onr ) 

BULLITT 

KLP :tJDii 
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Secretary of Sto.te , 

Wasl).ing ton. 

O:tAY 

Po.r1a 

Do.tcd June 1, 1939 

REO l d 1115 p. m. 

1047 , June 1 , 4 p. m. (SECTION '<"irO) . 

AGEliCE ECONOliiC editori ally rcv1£wa recent developments 

rela ting t o the Czech gold in London. In its view the 

Bnnk or England could not b:lvE rEfused dElivery under the 

o1roumstnnocs but vigorously ~ucst1ona and blnmEs th£ 

notion taken by thE B. I . s . It ridicules thE stat £mcnts 

made to its BnsEl correspondent by Beytn (sEt my tElEgram 

No. 1038 of May 31st) o.nd observes thllt thE 

position taken by t hE s .x.s . thllt i t r~o.s not cnlled upon 

t o cons i der the questi on of thE o.nne~o.tion of Czechoslovo.kin 

by Gtrmany docs not hold r~o.tcr poi nting out in this 

rtaptot tho.t i n thE last report of the Basel institution 

i t ia recorded that thE attri buti on or the voti ng rights 

nttnohed to the sho.rcs of thE B. I . S. issued in 

Czcchoolovnkin hnd not ye t been settled. AGENCE ECONOMIC 

therefore cxprcssr.s astoni shmen t t hllt a dtoiaion co11J.d 

be taken na concerns the gol d . 

BULLI'l"l' 

Rl( :Dill! 
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StorEtary of Sta~E , 

Washington. 

GRAY 

Paria 

DatEd JUDE 1~ 1939 

REc 1d 1:45 P• m. 

1047, JunE . l , 4 P• m. (SECTION THREE) 

That tht B. I . s . was organiztd principally to 

strvt as trustEE in tht stttltmtnt ot intErnational 

paymEnts , and notably aa conctrns tht paymEnt o! thE 

rtparation annuitiEs, thE Editorial concludEs that thE 

B. I . S, has outlivEd i t s usEfulnEss. 

Ptrtinax ExprEssEs simi lar vitwa in a lEngthy arti clE 

publishEd in L' ORDRE. This writtr invitEs attEntion to 

thE invtstmtnts of tht B. I . s. in GErmany and tht 

advantagts which GErmany has drawn frc:m tht bank. 

Gtntrally sptaking apart from tht c011b£nt ot 

AGENCE ECONOUIQUE and Ptrtinax tht FrEnch prtas has con­

finEd itsElf to rEproducing thE s tattmtnts whi ch havE 

appearEd in thE London newspapErs rEgarding thE Cztch 

gold qutstion and has r tfraintd from taking a position 

tor or against tht B. I . s. 

KLP 
DDil 

(END WESSAOE) O HI]~Jft 

BULLl'l'T 
pf'i!f s 111111 

o • tU1M 'B~Jil "'_ ...... -
~-·---

• 
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PAR!UL PARAPJIR.U& OJ' !&L&OIWI RIIC&ITD 

J1l01h .laer1can ._b&aiY, nose , Ita!7 

D.A.'tl; J\l.De 1, 1939 , noon 

JO. ; 211 

RefereDce 1a alllle t o telegraa Jo. 42 of 1ta7 24 fro. 

the Department. 

On ltay 26 I coa.un1cated the aubatance of your tele­

gra. to Ciano, who did not appear t o be i ntereeted in the 

leaet. He admitted frank17 that he mew nothing about the 
• 

matter. Then I had the co .. eroial Attache ll&lte arrange­

mente to eee the ltinieter of Foreign Trade and Exchange 

and to hand hia a oop7 of t he aide ... oire which I had , 

ghen to Ciano. Teeterda7 LiTengood did eo , and I ghe 

below the following report of hie conTeraat1on wi th ltin1eter 

Guarnieri: 

1Profeaeor Guara1er1 after reading the paper careful17 

asked me to thank the .A.eb&aaador tor hie oourteey which he 

much ap preciated . Be oharaoteriaed aa 1 Tery ueetul' the 

exposi tion which e howed that i n connect ion with t he queetion 

of poaeible counterTa111q dutiee no policy of singling out 

Italy wae inTolTed. He a dded that a telegraa wae being 

sent t he Italian -.b&eey in 'faehi ngton. Italy would ha'fl 

no objeotlone t o 1a.eet1gatione 
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· 2- #211, JunE 1, noon, from Romte 

invts tiga t ions bEing madt by tht UnitEd Statts 

TrtaBury DEpartmEnt rEgarding I taly ' s aida to txportati on. 

REfErring to s i lk h E sai d that whilE Italy pai d a 

guarantEEd pricE on cocoons i n ordtr to sustai n tht 

indus~ry , thE I t alian ExportErs sold abroad at world 

marktt pric~s not at dumping pri ces. Ht sa1d that knowing 

thoroughly as ht did I taly' s EXport practicEs hE could 

d tclart trom th£ dtpths of t~s omn consoitnct that Italy 

wr.s not EXporti ng anything to tht UnitEd Statts at dumping 

pric" . 
:It said that hE r tgrttttd that at a titnt whtn 

conditions wtrt as diffi cult as thEy art at prtstnt ntw 

oompl1aatiotts might bE prtstntEd by thE UnitEd St atts, 

a aountry which h t r tmarktd was undtrstood to bE t i thEr 

eontcnplating or practicing a policy or gi ving what amount Ed 

to export bountiEs on whtat and cotton. 

Stfort any action is taktn by the Uni tEd Stat ts in thE 

matttr or i mposi ng countErva i ling duties ht said Italy' s 

s i tuati on and rtsult which would havE to follow should 

be thoughtfully aonsiderEdo He continuEd in substantially 

the following words : 'if i t is mad£ impossiblE for us to 

export to thE Uni t td States I must say with all frankness 

that Yte shall not bt ablE to admit Amtri can mtrchandiSE and 

our 
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' -3- #211, June 1, noon, from Rome. 

our position will be such that WE shall not be ablt to 

continue to pay credi ts duE to the UnitEd States- - credi ts 

which up to now VI E hav£ bttn scrupulously payi ng, Ylhattver 

the s&orifi~ta involved' , 

•Italy values vEry highly i ta t rade relations with 

thE United States ' ht said. Bt was tht only person ht 

addEd who knew thE full extent ot the sacrifices which had 

btEn ~dt t.o mEt~ Itnly' s obligations t o that country. 

I t ha~ bttn hopEd that an accord for improving 'rade 

r t l atlcns between the two countries would bEcome possi ble, 

Continui ng, ht said thnt if tht American offici als 

TIOUld put thEmSElVES in his position thty WOUld SEE that h£ 

could not import from thE United States unless ht had 

means for payment, and this he could not hnve wi thout 

exporting--exporting at world prieta; for , hE repEated 

1Italy is not exporting at dumping prices •. 

At thE olos£ of the conversation bt said ag·in tbst 

ht t~as glad that thE aidE mtmoirt hnd bttn fUrnished, 

that it was very usEfUl and that thtrt would bE no 

ob jection to investigati ons of the Treasury Dtpcrtmcnt" . 

PHILLIPS 

CSB 
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Storctory of Stott, 

11osh1ngton. 

768, June 2 , 6 p . m. 

ORAY 

London 

Doted June 2 , 1939 

REo 1d 1 :10 p . m. 

FOR TREASURY FROM BO'M'ERI"IORTH. 

~47 

One , Tht otti tudt of tht Ameri can b~oktr1, os stt 

tort:1 in my No. 720 of Moy 20, l p . m. , bou bttt~ put btfort 

tht Flank of Englcmd. Vlhtn 1t ·:ma arguEd by the 

rcprts~ntat1vts of thE Amtr1oon brokeragE houses that 

BVIitohts , rrh1ch in. essencE or£ dts i gntd to improvE thE 

quanti ty of Bri tish holdi ngs of forEign securitiEs, wErE 

vholly dts1roblt f r om th£ Bri tish Government ' s point of 

vi tv the Bonk of England did not 1nttrpoat ony object i on 

to such tranaoct1ons . But tht Bonk of England uould not 

oootpt tht dtf1n1t1on of tht prohibition ~s opply1ng only 

to trnnsoct1ons resulting 1n tht transfer of funds aoross 

the txchongts ond therefore it did not givE i ts opprovol 

to t he invcs tmcnt 1n AmEri can sEour1ti cs of dollar· 

bolonots olr Endy in Ntv York. Tht Bonk of England olso 

lnai sttd that c irculars bt drostioolly modifiEd ond o . 
comm1tttt or thE Amtricon broktrogc hOUSES 1n London 

1a nov a ttempt i ng to effect n working .... ···lgtmtnt . 
Tht 

Regraded Unclassified



-2- 1768, JunE 2 , 6 p . m., from London. 

ThE rrprtstntativEs of thE AmErican brokrrog£ 

houses VlhO hnvE carriEd on thtsE discussions vtith thE 

Bank or England orE ltft vtith thE imprESsion VlhiCh is 

148 

no doubt corrEct that thE Bri tish monEtary authori tiEs 

(a) nrc anx.i ous to prEvent thE flOI't of sterling .funds 

into Amtriran securi t ies and (b) a r E furthErmore dEsirous 

of taking bnck 30mt (r epeat some) British capi tal 

rEpatriation. 

Two. The forEign exchangE I'IC.I'ktt vo.J agaln 

quit~ todny rti th t he dollo.r sliGhtly morE offcrtd and 

thr Bri t i sh fund gaining a frrt dollo.ra at 468- 3/B. 

104 br.rs of gold were sold, t hr EE of llhich wtrt marriEd 

and 30 suppliEd by the Bri t i sh fund . Samuel montagu 

took most of the gold. 

CSB 
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PA.RAPHRASi: OJ' Ti:Li:GRA!.! RECEI VED 

FRO!J : American lmba88y, Par18 

D~TE : June 2 , 5 p.m., 1939 

~:o .: 1oss 
FOR THE TR3A.SURl' DEPA.R'l'L!El!T 

Official announcement was made l aat evening that the 

proceed& of the f i ve percent loan issued Way 15 and closed 

Uay 25 totalled 10 , 64& mi llion francs in nominal capital . 

Of this amount 4 , 612 mill i ons represented conversi ons and 

6,034 mi llions represented cash subscriptions. (Reference 

my t:o . 1025 of !4ay 37) • 

Business was dull and almost devoid of interest on 

the exchange mnrket. Agai n the f l orin lost ground. I t 

seems that offers of t his currency are due i n part to the 

continuation of reports of di sagreement in the Dutch 

c,b1net and to the recall by the Paris market of some 

funds from Amsterdam.whioh have been released by t he 

ncortization of French Treasury Bonds whi ch have come to 

maturity . 

l!ro· c Pllr• 

~ ~~~~ ll ... )oj '""'AI"l 
t-· ~4 ., .. ,.·~J 

.......... ··vw.· 
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DEPARTMENT CW STATI: 
WASHINGTON 

Jue a, l9J8, 

111 de&r llr. SeoTet&r)': 

I enoloee tor )'Gar oontid.mtial intoraatiOD 

one copy of a telegraa e.mt t o the Aaerioan ~.,., 

R011e, on lla)' 34., and a copy of the t:.baee)' 1 e telegraa 

of June l, replyillg 1;hereto, with regard to the 

application of ooUJitern.iliD.& dutiee to certain 

Italian proc1uote. 

Sinoerel)' youre , 

IDoloeuree: 

Jo. 311 of J-e 1 trca 
ROlle (partial parapllraee) . 

!he Honorable 

Berbert r ete, 
A4Yieer on International 

lconoeio Affairs. 

Barr llorc.mta-, Jr., 

leoTetarr of the ~rea.uzr. 

• 

: so 
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TREASURY DEPARTMENT 

INTE!t OI"I"'CE COMMUNICA'TlON 

DATI: J ... e 2 , 1939 

lor z oar iDtor.atioa. 

Further heariDcs were held todq by tho Subc...tttee or the 

Senate Colllll1 t tee on Bl.llld.llg md Curreocy wldoh io eonaideriDg the llead 

bill. 

Jercae l'raDk or the S.cur1tiea and Exch&Dge C..-iaatcm, 

ope•Hog u c iodinchal. and not as a r<IPJ'"'IeDtatiTe ot the C..-isaion, 

testified iD ta~r or the bill. He stated tMt tiler. ia a di.otiDot need 

tor CNP~& ...u buaineas nterpriaee with ........ or obtainiog capital.. 

lihUe Mld.og it clear that he waa iD no ""1 eritiobiDg either iDveataeot 

or eOOI:lerelal banltera, be eta tad tMt it 18 U.poaaibla tor inftotloeot 

'l>&llkero to ede.rwrl te iuuea or leaa than h ,ooo,ooo exeapt at rates wldoh 

are prohlbitift to the borrower• and that tor •.rr eoo4 rea-•• it io DOt 

now t.ha practice ot the •-•roiel. benk'oc _.tv to Mke capital. 1....,... 

Ro &leo etated that the proposed bill i s "" Ulportll.Dt otep iD aeet!Dg the 

eop1tal needs or -u buainus eoterpriees, and t hat el.tho\Jih the enntual 

eatabllsblaent or a .,..t. or reliooal induatriel. bulb wldch eonld oq>p:Q­

eopital to bnaiDeao enterpriaao 1a cleairal>lo , the enactMnt of t be nece .. -

lr7 ltlieletiou would ia~.,. ccm8iclerable prel1.aiDar7 otnc11 by the .Cac~geoo, 

lAd t.hororore the Mead bill ohould be -•tad at tbie .... 1011. 

Ernest C. Draper, a aaber or the Board or eo...rnoro or the 

Ptdoral. fteoe, ..... S,et•, ateted bio peroonal. news ooocerninl the proposecl 

• 
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lecialat1oa. lie apreeMd .--... •:s oNl .r tbo !lead. Dlll,"' .._..w 

t.ht~ it be rni.-4 1:4 certa1a reapecr\ol. It 1a U. belJ..t tlln 'bub 

should ba inwred apinn all loea Ntlllltf.a1 rr- J..u a4e tar 'bwdaou 

purpoaea rather tb8ll ~ tar tho lotio 1D -•• ot lq& or tbo -mt or 

the loan aa 11 prodded b7 the bUl aa now clft.tto4 beoaa.e iDauraDoe 

U.llit..S to 90.C ot the 10011 Jaight not attord autt1o1DDt protect1ao to a­

courage banks to lllllce lODD.II . Bo tiJrthor IQ~~Dsto4 that a aoperate title 

be added to tbo bUl which IIODld Uborellae tho prorlsiaoa ot aeot1ao Ub 

ot tha Federel Reaern~ ~ct llhich caocDriUI tba ll'llfttiDc ot loans tor 1D­

c1115tr1al or c-ercial purposes b7 tbo Peda-el. Raaene boDts - the pro­

posed addition not to be a IJllbetitnte tor tba lloe4 'bUl, In& a ....,pl_t 

to it. 

~er hearings will be held llondq, 1me 5th, at llhich t1ae 

Chainoan Eccles or the Board or Governors ot tba Jodanal Reaene SJ•• 
ia ocho4ulo4 to taet1t7. 1esee 1onea ot the Recoaat.ruct10D Pin&nc• Cor­

pontion, who was achflduled to teat11'7 th1.l 110r11.1Dc, but did not appear, · 

ia oleo scheduled to teatU)- MODdq. 

f,.,.:fi 
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7\11111 2, 1939 

COIIII!llll'8 ON Tl!l!l B;m.B PROl'OSAIS 

Borle' o objectin ie t o t1Dd 11141U18 or atlmulatlllg tha .. ol.- ot 

both pri ... to aDd public iuuetme.nt, ei.DCo ha beli ... &e that IIDd&r existillg 

coJ>Iitions a outticiout .,ol.- ot pri .. at o imootlll8ut to iMure t\1.1.1 aDd 

continuous employment will net be rorthcom1Dg. Thera is DO quarrel with 

this auelyBia or with th1a objective . 

Speciti cally ha propoeos (a) that a Public Worlal J'illaDCe Corpore-

Uon bo sot up tor tha purpooo ot t iuanc i.Dg lo4eral oolt-liqUidatiDg pro­

jocts and DOn-Federal public worko at a nolllinal rata ot tntoreot, the tiiDdo 

to be obtained t hrough recUooouuting with tha J'o4oral Rooorn; (b) t hat 

loo.aa to small buaineaseo be inoured; aDd (o) that """' typeo or aap1tal 

credit bankB be oatablishad t o pro.,ide aapital for euterprioeo both private 

and public . Capital tiiDda tor private enterprises might be obt ained through 

tha oale ot doboutures ; tiiDda tor p\lblic euterpriooa • through tha creation 

ot reserve credit•. 

Eyictonce io st eadily accumulating in support ot Berlo ' o couten-

t!on tbat UDder ooDditioM prevailing oimo 1929 aDd in the toreaeooble 

futuro tbare i.o Deo4 tor a oubotantial coutinUing "fol.-e ot public in"feot-

cent , aDd that ouch vol....,, eo tar as DOn-J'o4eral publia bodiM are co,... 

co1'Decl , will probably 110t bo forthcoming without epecial iDduotllll8nto . Thor• 

ll'CI vartoua waye ot providiDg eucn 1Dduo-uta: thBy could tcko the tom 

or (1 ) "firtually iutereat tree lOODO , ae Berl• propoeea, or (2) ot • gront ot 

principal, ae io done in erreot at preseut, or (Jl ot an annual oubsidy b)' 

tbe GoYarlDOut t o uo1st in aor..toing D8W m.un1a1pal borrowiDgO, ao is done 
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1n tu u.s.a.A. 

While 1Dhl'Mt tree lOIUIIO tllro'QIIIl a PllbJ.1o 'lorb 1'1l».nca COI'JIO:r&­

UOD ~,.. tbe 1101'1 t of lulll'111g a coii\1DU1118 pros1'Ul f1...,.,e4 cnnalda tlle 

Yedoral bud.gat, tbey email TflrT UDequal auba1d188 Ul4 o-'.-11\8, dapn41118 

on tb<l Yll'}'ill;! 110.turi t1ea of lOIUIIO . It would e.ppear preferable to pl'OTide 

tb<l oul>aid:r by ooutr i butillg a peroemqa of tbe 1.11\area t am 11110rt1zauo11 

•borS••· 
'lb<l •Jor defeat of Barle'a propoeal, bcoNTar, 1a tb&t be pro-• 

to reduce or aboliah 111\artNit ratea tor tbe MOaaaery at1aollat1on of 1Dreat­

... nt by Urect1111 tbe J'ederal. l!eaarTe - to create 1101187 for tbe parpoee. 

That 18 8ll 11ld1reot 1110De7-pr111\1llg ao~. It would eDDl'IIOU8l:r 111\all81!y tbe 

J)I'Oblem ct exC888 reaerna without 1DOreaa1JI8 tbe ayat•'• abU1ty to h&Ddle 

tha probl em, am WOuld OODIItitute a preoedeiS fOr borrow1J18 tl'<lm tbe J'ederal 

Roaorn t or all aorta of purpoeea . U wCIIIld reault in a collapse of tbe 

syote. 'lhla '""hod ot raiai11g ~ 1a DOt really eeaeut1al to Berle' a 

J)I'Opceal, am could be replaced by tba 1aaue of abort-tam guaremeed obl.Jp­

t1one and 8ll annual comr1bm1on by tba J'ederal C)cWermelll . 

'l'be propoeal to U.ura capital 10&111 to ..U b•illeeaea D88da 1a 

doolreble U4 18 \Didar oona1derat1on 111 pelllliJ18 lq1alat1o~~o 

Bor l e' 8 other propoeal 1a to eatabllah a a78t• of capital credit 

baata , Be atate8 tb&t th1a &111f8eri1on •rita at\147 am doea DOt 'IIOl'lc oui 

t ho det a 118. 8 1DDe (1) pelldi11g propoeala tor tbe 11111Ul'8J10e of loam and tor 

t ho oat abl1o11Mm of 11ldutr1e.l credit baDice wonld - the raq.nr-me of 

-n bua1Daeeea, (2) tba public 1nr..-m IIHda .,ul4 be taken care of by 

Barlo' 8 t 1ret propoeal 1t u ..... proparl7 11041tie4, am (3 ) lars-oe.l• 

' 
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priY0\ 8 bGI1- bu l1Ul a 41tf1811l'T Ill .... ,_, .. all tile Mp!Ml. it Sa 

wl.lllll8 to aolioU , U '1101114 - tJiat tile ,....,a .. t - eepthl enut M*a 

would be euperfluoU8. 

I DOldeutallT B..-l a .U.. - ntller •t.nl1• atat-lllta to tile 

erteot tllat o-rclal baDiao 4o J1:1t DM4 DDr ua •UUa4 to .a a prot1i. 

1o till• oo11118oUou be - apparaslT Ullll..- tile • 0 ... l oa tllet tile 0 01'edloa 

ot .,.,.,.. l a ooatl.... :n..OIIIM!'a, bolreo..-, be eo..,... tile --1'>" or 

cooorill8 e:r:paDaea, &1111 be -. Jl:lt pv;:u illet aS.etiJII M*a allo'al4 .a 

1 ..... at other t houl •o~lal ,.., .. or 1111;-•. 'lldle , tbaret'ora , -

ot l1la atat-uta are , t o IIIQ' tile lMai, Uj'CIIlio~, aoi1all7 be Sa -

propoe1Jl8 to deoreaaa bam earii1Jip. 
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TREASURY DEPARTMENT ~1 
INTER OP?ICE COMMUNICATION 

DATil JUN I -

lith retercoe to lAciol&t.iaD "'"'' hll w11b 11\:pon-x-port lluk 

loans to Lt.t1A-11Mrlca alterD&t.ift clratia h&ft bee prepue4 u4 

ue attacbecl bereto u ~~ 

(l) 1 bUl 'IIDicb -.l4 a1apl;r 1Doreue tba _, ot 

twl4a lbiah 8q 'be l.oaDe4 l>T tba llpor1;.-lllport Buk 

ot 1fa.llliD&toll tor the parpoN or &141111 1A the 

t1AIDoiJII u4 taa:U1tat.i.Dc ot ~ u4 Upe>rta 

u4 the ezabenp or -dit.i .. be\- tba 111>1t.e4 

Stat .. aDd Lt.tia-.a..rican CGWlt.ri ... 

( 2) 1 bUl 11Dicb -.l4 ..t. 1q1 a eepua\e Lt.t!A-.a.rican 

lxpor1;.-Iaport lluk to uP Lt.tia-I!Mrl..., l-. 
"'e prc'filliolUI of tbi• leliol&t.ioD h&ft ......, 

......,led OD \b;l llO &n. 

f.'"' 1/.. 
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llelaUllc to tbe 1_.1 DI Oper&t.iaa ot 

tho llport-Iaport llanlt ot ~. 

Bo it lll&oted br tho Senate and Bouee ot ll!preeonHU?M ot tho 

Dnit.ed State• ot -..1oa in Co!!p!•• u-blod, 'ftlat MOtion 9 ot tho 

Act appro....S l UJU.U'f 31, 193S (49 stat. 4) , u •-clod, 18 borebT 

turtber ~ bT ohaaaing tho prorleo at tho_. th.....,r to"""' u 

!ollont "Prpyt del fl!rtber, !bat tho ll:port-.Doport llanlt of 'llub1nltoD 

lb&ll not haft CKLtltlnd1DI at ID:f - tJ.M loana or other obliptiona 

to it in -~~ of t (not 1101'1 tllu t of mioh 

lhall con•ilt of loan• or obllptione aade or incurred p~ tor 

purpoMa other than tho purpoH of ai<IJ.Dg 1n the N neno1 ng and fao111-

tating of exports and l.lllporta and the axcbanp of o~ti•• ~t­

tho Dnitod states and 1D:f of i ta territol'iea and 1uular poiHuiona 

1114 tho OOWltl'iea of Latin Aaerioa or q.,oioa or nationala thOI'IOf), 

tho cepitll tor mioh tho ll!conatruotion r1lwloa Corpontion, ..... re­

quested bT the Seoretar7 of tho~ with the .wron1 ot tho 

l'roaidant, llq OCIIItsmJ. to ~ h'OII t.1Jio to tJ.M tllroucb loana 01' 

b)' atbacription to pn.terrod atoot" • 

' 

:sa 
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"tt •Wtd llr "" ftr•H e4 lppM at hK•••»• '' •• 
)!it!llt.at!• ot Mtriga ip Qrqw wntJrl, !ba' tb_.. S. hC"ttiV' 

croated a bc)q corporate rith tho - "'.at.1D-Aaeri4& ~ a.u• 
()lordl>&tter called "tho lock") tho ~Ucll ot Cia liball be 

lll'bjec\ to the~ ot tho~ t.e .A41d.a1.v.tAr. !Ita 

~ ott1ca ot tho lock liball be ~t.ecl ia tho DUtor1n ot Co,,....., 
liD' tll- _, be ut.ebl••ad qeo:i.u or ._. oUS.. -.dar ...U.. e4 

ncul&UGD• preaorll>ad _, tho boerd ot dir.otora. !!WI Mt _,be oiW 

u tlla "LaUA-A8eri4& ~rt-laport a..k Mt0 • 

SIIIJ. 2. 'lho baalc aball ha,.. a -,piW atoalt ot t • 
sub1101'11>14 bT tllo lidt.ecl stat .. ot Aaerio&, pq~~et tor llb1ob ahall be 

lllbjeot to call ia Gbole or ia pan _, the board ot clireotora ot the 

~· 211- 1a II..._ ..nllori.sed to be appropriated, CN~ ot aT -• 

m tlla !l'tu1117 ao~ oth...Ue appropriated, tho - ot t tv 

.!.59 

tilt parpo .. ot -.Ida& ~u 1lpOil .,.. .aJIMripUaD .., oal.lad. llaca1pW 

tot ~et.e 1>7 tho llait.ecl MaW. ot .....,_ tv or ca -t ot ""'* 
nook lbaU be 1uu4 _, the oorporaU. w \lie 8eorftaq ot \lie fr...u%7 

ID4 alllll be eorideoe ot .took oc..allip ot \lie llait.ecl lt&W. ot Aaerlaa. 

SIC, ), 'lho unac••t ot tho baalc abalJ. be 't'Mted in a board ot 

cliroa'=o -~~ ot tift pc.-a ~t.ecl _, \lie Pfle!4a\ ot \lie 

lhiW ~tea. letbre eunq 11pa 1118 ..uea ..- ot tile dJ.reotora 110 

li'PO!DW ad ..aa ottSMr of the ~ ..U taD a _.. ealtWI&ll.J "' 

41aobu-p tllo dlaU• et 1118 oft1oe. lotldq -taiaad ia tb1a or Sa _, 

... 
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.~.,. Jet ~ball be ocmANe4 w pr-\ tile e,ppoiD._i eel 'IIII'"'•Uai 

u 811 -.ploT .. ot tile '*'It oL Cl'l ottiDar or III!Plo7 .. ot tile llldie4 

stat .. ill etJT bo&r4, _1 .. 1 ... , iDdepcdct eatab1h'wct, or a:ecuUn 

dopartetnt thereof. 'fbe tcu of tile clireoWre -woiAted IV tb.e Prea14at. 

or ~· tbited Stet .. lball be t..o :rear• cd J'UI!. fl'OOl tile date of tile 

cactact. bereot cd zUJ. tllodr F'OOIIII0'"8 are -woiAted aDd qwali.tl.ed. 

.,c...,. a TaODCIT lball ooeur ._, tile clireotora eo qpo1DW4, tile 

,_- IPJIO:IIIted w tul ......, -cv- lball bold ottiDe tor tile UDa:plred 

port1GD ot the t..... ot the cl1reotor ....,,, pl.Me be u aeleoted w tul .• 

!l>o .ureotor1 ot tile 'bmk -wo1DW4 u hereillbetore pl'OY14..a ahall reo«t.n 

tal&ri•• at the nte of t par _,. ..oil. l o clireotor, ottiDer, 

attomo,r, acct, or .,.W.;ree of the 'benk lhell 1D ezq amner, clireotlJ" 

or in~, pert.ioipate 1D the delll!araital liPOD or the detuwiD&Ual 

ot etJT queeU... atteot1D1 hU pareooal 1Dter11te, or the iDiereeta ot .q 

C01'JIO%'U..., part;Derahip, or ueociaital 1D 1lb1ab he u clireot1J" or 

indireotJ.J iDt.cuted. 

SB:. 4. 'fbe belli< lball han -euiGD tor a par1od ot tc 7eal'l fi'Ca 

the dtt.e ot t.be caot.ct hereot, ...u. ... it 1a -ar diaeolnd IV • let. 

ot c.av.... I t lhell ban po.,... w ..sopt., alter, ad ue a oorponte 

aiel, &1Gb lhell be 3"d1o'elJ;r notloedJ w .alta ocm\neteJ w 11&11 Flllb 

reel eetato 11 u;r be neoeuar;r tor the t.raaaotloD of ite buai.DIIIJ w 
1111 0114 be wed, w OOIIpl.a1D aa4 w dated, 1D ezq oourt of ~i 

Jart..u.euo.., state or l'edarai.J w aeleot, III!Plo7, a d til tile ~ 

• 

lEO 

.. 
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of IOidl ottioera, ~. at toftleTa, ad ..-ta u ~hall be - ·•1'7 
tor tll8 trauaeUoa o! the bnala•ea ot the bait, '&l.thaut "'"1&1'4 to the 

prorllll.OIIIO ot other lawe appllcable to the -~t aD4 """Pft!MtiOD o! 

ortieora or oapl07MI ot tho United StateaJ to det'1lle th'&l.r mthoritJ- c4 

~u .. , require boll4a ot th• ad fix the peD&lties thereof, aDd to <liaiaa 

:.61 

&~ pl~ ouch otticers, ~a, attorii8Ja, aDd qentaJ ad to prescribe, 

o::llld, all4 repeal, b7 ita board ot <11rectora, b)"-J.awa, Nle•, aDd reaulati.,... 

ao"l'Dinl tile --. ill which ita g.....-.1 bualneae 11q be ooDduoted aDd the 

powra p-a~~ted to it b7 law 11q be ...rc!M<l ad e<DJ..,...,, 1Dcl1141D& the 

eolectioo ot 1 ta cb.a1.JwaD ad rtce cbainoan, topther '&!.til prortal.OD tor 

IUeb ooaittaes aDd the tlmotiona thereof U the board ot directors 11q 

de., neoosa&rT tor taoilitatiDg ita bua1Da11 UDder thie lot. 1'be board o! 

dirootora or tho bank lhall. dete....u.n. aDd preaoribe tbe ll&llller ill which ita 

obligations shall be illcurred aad ito upenees allowd aad paid, Tho bank 

lh&ll bo entitled to tbo tree uae ot tho United states aaila ill tho -

ll&!lnor &I tho exeeuti ... depart.mants or the Go'V11%'11M11t. 1'h• bank, nth the 

ca....,t ot err:r board, e:oolllaiasi0111 ~t .. tabllllbaent, or eucutin 

doputaent ot tile Go~, illcJndlnc CIT t1e.ld oerrtoe tbereot, aq 

lYail itHlt of tile uee of Woroation, oerrtcee, faoilitiea, o!ticere, aDd 

e!llo7woa thereof ill e&rrTing out the prort.aiona or thie lot. 

3&0, 5. tho obJect ad purpoae tor which the bank i a created ia to 

lid in encoura&ina aDd t aoilltatiDg a:porta aDd aport& aDd the cclwlp 

ot """""'dit i 01 bet- the United Statea aDd CIT ot ita territoriea aDd 

inllllar poa .. aaioaa, illolndJn& the Pbillppine I alall4a, aDd the OOUDtriea ot 

.. 
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Latin .&uriC& or aaocoiea or naticmdo toereot, OZicl 1D -.ott.oo th-th 

and 1D .turtheranca thereot the bank b anthorbecl to clo a a-ral benlr1na: 

lollliMCS) to ~oeJ;nt clepoaitaJ to parchua, ..U, clio_...t, aDd oaa:otiata 

nUt or without ita a>clora-t , or guarantee, 110taa, clratte, obeou, billa 

or oxchange, acceptances, 1Dclucl1ng banker•' aooeptanoee, cable tranarara, 

end other awl.deooee ot indabtednaeeJ to purobaaa aDd ..U eaouritiea, iD­

cld!.ng obl.igat.1ona ot the United states or ot UJ;f etota thareofJ to 

acupt billa or clratte clram upon it; to ie..,. l ettor a ot ci...SitJ to PfU'­

cbaae ancl aall ociD, bulllon, aDd exchanpJ to liDd --r1 aDd, wl.th the 

II'PrDY&l ot tho Secratarr ot the '1'raeslq, to borrow ...,..., aDd recliaeoant 

notes, clratte1 billa ot achan&e, and other flidancae ot i!ld.btadneaeJ 

providod, hgyanr, that the bank aha.1.l 110t haft outatalldJDa: at u;r ODe 

tine loane or other obligations to it 1n axcesa or t 

capital tor which the !l.econetruction 1'1nanc• Corporo.tion, when r"'l"eated bf 

tbo Secrett.rr !'f the Trauu.Iy, wl.th tb& ~proval or tbe Preaidmt, oball 

""P!)l;r troa tiae to Uae. 

SIC. 6. Upon the a:xpiration ot 

upoa the earllar clioaolutian ot the bank bf ~et ot eona:reaa, the board ot 

directora or the bank aha.1.l proceecl to liquidate i ta aaaata and tdnd up ita 

Ltt&irs. ~ tbe couraa or Uquidatian tha bank -..;r at UJT U... pq to 

the Traall\lr'&r ot tbe Oni tecl States aa lliaOt'u •n<1011a raoaipta UJT IIOMT 

beloJll!ina to tbe bank or trom Uae to tiM r<~ooi wei bf 1t 1n oxeasa of 

reuonable IIIDOunta ra...-...4 to ..t ita raquireUnta. Upon ouch clapollit 

• 
.. 
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_., _.., 111Gb -• of ~· -.p!Ml ew.k ot .ae buk u llllliJ be ~ 

loT Ill• 'DeDit witll the IPJIZ'Oftl ot the a.rnaz,- ot .ae trw'·OU'7, 'bui ..,. 

_...siAl ill par ftlue .a. -• eo pa14 ~ .ae ~. lllllllloe -.t .. 

114 ,..urecl. l1q baleoe r '•'•• atMr .aa 11qa1dnU.. ot all 11M lllllk'e 

.,.ott mel arter proYU1.oa baa "- ...S. tor ~• ot all ~epl obllpU.. 

or~ ldnd and Clbarac'tC' llball be pa14 1n~ .ae ~ ot the IID1._. 

~~&too u n1-11
·- reon1pW. !her-o- .a. llolak llllall be .u.-J..,... 

_.tilt ren1dlae, it_,, ot iw -.pi~ noot lllllll be -oel .. e4 ~ 

8111. 7. If at the apirat.icft ot the '-1 7-.re tor eiob the 'belt baa 

-.wm h...-der Ue boar4 ot directon llball aot baY• ~_... the 

Uqoid&U.. ot ita wete and .ae w!n41naap ot ita attn1n, tile da1;r ot 

OOI!Plotilla auo11 liqu14&U.. ad a..dinc ap ot ita attn1n lllall loa tnnatiii'HII 

to t.bo Socrotar7 ot the fr&UI&l7, IIIIo tor ...all Jliii'PO•e ahall _ ... to all 

ponra .. ct clnti• ot the boar4 ot dir&Otore ot the 'belt '&ClC' ~ Jat. 

II IIICh -• he _,. uaip to _, otti.aC' or ott1.aen ot the 11111._. State& 

Ia tilt frtoaao117 lleputaet the a:coiae Gel pertor.m>oe, 1Pldc Ida a&C'U 

~dm •cl clireot.icft, ot fliT auob ponra eel clnU..J and aoth1nc 

Ure1a alaall he ~ ~ atten ..,. r1411at or prbu.,. _...., ..,. 

P'llllt;r or HeMJit;r 1ncarr.c1, .,.. oria1nal. or ob1l. proorr"nc _o .. , 

or IIITautllorlt;r -terred h..--cler, a:oept u herein prorlM4 in OOIIJI .. u.. 

lllt.b tilo liqa1clat1oo ot the r tntnc ~ e4 .ae .:lnA'•I wp ot 11M at.t:ldl'a 

ot Ike belt, ~a\11 .ae 11 naW1:7 ot •• '"--7 lllall tinA til&' .,.. ~ 

datt.n rill 110 J.caaer be ._..,_. w the 11111._. ~taw ...s t~oat all ot 

lta ltpl. ol>Ucnt.icfta llaYe "- 'jlll'Oribd tor, ••s£91D he lllllll raUre CIT 
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_,ual .toot ~- OO&VtD.U.a, pq tato ~· ~ .... _,, __ 

,.u.,w tho._.... belaoe o~ ~ - .. ..., • .,., to tllo ~ _. 

ooto t~oo l1llal ftliOZ'\ o~ tile "-k to ~ "-1 -· D.er...,_ tlao "-k 

lblll bo 4e•e4 to be 41uoln4. 

SIC. 8. !lle bait aball ..U- pd>l1eb a report -neU ;r of 1M 

opera\l.cao to tho Coop-ea. 

SIC. C)- (a ) boow ..U. CT nat.&t bnh1 1t to N talH, 

or *- 10Ul.NlT OTW'ft1Jaee CT ..-rl.t;r 1 tbr ~· porpooo of obta1&-

1Dc tbr biuelt or tor CIT ~to CIT J.o., or _..ton ~-f tiT 

.. .-1, w-to of eot.l.ca, or o~, or tao• ~oe, ~. or 

lllbl\l.toat;ica of o~t;r tlatnt~N, or tbr ~ parpoee of intluedDc ia 

IIlli .q tao• aoUaD of~· '-'k1 or tor~ porpoao of otrt.1DJD1 -•· 

JII'IP* IiJ, or~ of ftlu1 _._. tla1a Jot., lllaall 'N paUla .. "T 

a &o of aoto aore ~ 15,000 or 'lllr ~to tbr DO\ MI'O "'-' 

tao 7-.ra, or bot.la. 

liiiMaal .. , &llat:raoto., pll'lo1lu, 01' ll1ll1llll1' ........... .,. -··· ~. 

·~u .. , or otao ... ~of ftlu, ..U:r ..., • ., •• to 1t or pledpd 

or otberodu etnne4 to u, n (2) 111tll atet to ~ ~· "-k or 

'-1 otber bolb' pol SUo or oorporaw, or CIT DtS.ri41oal, or to Uodft aT 

Otticer, ....Utor, or _,.,_. of tlao ~ ..U. aT talH eu,o !a aT 

book, report;, or nat.at of or to ~ -.~~:, or, 111...,. beD~ dlllT 

:.64 

• .. 
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authoru.d, dran UI¥ order or 1a811 .. , puta forth or aaaigDa IIZtT note, 

draft, obeolt, bill of exohacp, acoeptanoa, or other ~idenoe of in­

debteclneaa, or .....-tcace, JlldcJoent, or decrM thereof, or (3) nth intet 

to delraud puticipataa, abarea, ...... 1 .... .ur.etl,y or in4irectl,y UJ:1 ..,...,., 

profit, property or benefit throll&b UJ;1 t ransaction , loan, comiaaion, 

contract 1 or UJ:1 other act of tba bank, or (4) lifts UJ:1 unautbori.m 

1ntoruti011 0011c:ern1ll8 UJ;1 tllture action or plan of tba bank wbich aicJ>t 

aff ect the Yalue of NCIIX'itioa, or, ha'fin& wch ltnowledia , invasta or 

speculates, direetl,y or indirectly , in the aeCIIX'itiea or property of 

c,y C()llpelly 1 bank, or corpontion recahini loans or other aaaiatance 

tro. the eorporet1011, ahall be puD.ict..d b7 a fine of Dot 110re t.11an $10,000 

or by imprleoDJDe~~t for Dot 110re than fin ;rears, or both. ' 

(c) llo indivi&>al, uaociation, partnership, or corpor a tion ahall 

use the worda •Latin-"-rlcan-EJ:port.-Import Bank" or a coabinat1011 of 

t heae tift words, aa the 114M or a put thereof UDder which ha or it 

shsll do bWlineaa. Et-er;r individual, putn.erahip, aaaoc1at1on, or cor­

poration YiolatiJI& thia prohibitioa shall be gull~ of a llliademeanor and 

shall be p>ml abed b7 a tina of not exceeding $1.,000 or i.Jopria_,t not 

excaedinc oDe year, or bot h . 

(d) The pro-.1a1ona of aoctiona U2, U), 114, US, U6, and U7 

ot the Criain&l Code at the llnited statoa (U. S. C, , title 18, cb. s, aeca. 

202 to m , incluaift) in ao tu aa appllcel>l a, are atended to appl,y to 

ccotracta or ac:re.....,t• with the bank lllldar t bia Act, which for the pur­

poses baroof shall be held to include loana, adTancao, diacounta, 1114 
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Ndia-WJ extellaiC>U ad roD-la tllereofJ A1ld .-p\ul-, re­

l o&Ha, and IIUbet.itat.iODJI of H011r1t;T tc....ftfor, 

810. 10. !be rlcbt to altar, ~. or res-t tiiJ.a Act 18 

bareby oxpr .. alT r ... ...-ecl.. It ., olaUH, alllt...oo, .,.......,ph, or 

put of thia Act aball for ., .-..- ba adjuolp4 by ., oourt of 

G<~~~pet...t jur1ecl.1ot1oo to ba l.Dftlld, ROll jlldpOilt llhall aot 

atfaat, s...pdr, or l.Dn.l.id&\a tba ,......,n,.r of tll18 Act, bllt aball 

ba coo!iDecl. 1D ita opcat1oo to tho~ olallM, -t...oo, paracraph, or 

put t!w"eof ciJ.rectJ;r im'obecl. 1D tba CODtrOftrQ" 1D wlll.ab IIDdl 

Judpent aball baTe boen rcderecl.. 

:ss 
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Jlmo Z, 18811. 

At your roquoot I haYo ua4ortatoc a our.er to dotoraiuo 

'llhl.t otopo haTo or haTo not bMD t&ton to plaoo Olll'lolTII in a 

pooltiOD to S..cliatol7 t\moti001 in tho OYODt ot &D outbrook ot 

-.r. 1 ua4orotoo4 ,-orr intoroot to llo ohhfi7 in till tnzuporto­

tlon and oooan olll.ppinr; probl- and 1 ll&YO dirooto4 -t" -uirioo 

aicmc thio liDo , oopoo1all,- ocmomtratinc on •ttoro portoiDinc to 

oh1ppinc• 

At tha outlot I •• eo,..at at a looo u to how to 

prooood and 1 o 1 bor;an '111 th tho Tr•oury Depar-nt ( Cuat..,.. and 

Coaet Guard) . I ll&Yo t&l.tod with ~ poroono in t ail Dopar-t 

and han ultod inn_,..blo quootiODI. 1 noxt approached tho 

llo.rltiM C~ooion, and th., tho li&Ty and ArliT Dep...-t •• 

At"t.r 1 had proooodod -o dhtonoo I 1-..nod ot tM 

"Iaduatrio.l llobUiaatiOD Plan ot 1838" wMoll p1ao 1 aa intozwod 

lo boinc J'OYl ood u ot l9S8. Wer thio plan tho .lloia­

Soorotar,- or War 11 oh.ar&o4 '1>7 ox1otinc lopol&tioD witll tho 

rotponllbilit,_ tor &IIUJ'&DOO of adoquato prorlll001 tor tho 

aob111aa t1oo or aater1ol and lzlduatrlal or&onlaotton oeoont1P~ 

to •rt1M noodo, Inao....,h u tllo I•TY Depart.at h •• rltall7 

intoroatod 1.D 1:hl.o probl .. ao h tho War ~. '1>7 joint 

hchlatho aotlon tho noooooar,- o..,..inatliD lloaa - prorldod 
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tor '117 tM eeta'bll ..... t ot the lfttt aM lft7 II•Ut-. B .. ri 

(L1aioOD D1T1o1on), 

'l'b1o 'boer4 oouino ot tile A.u ilt&llt Seont&rf ot 11ar 

o.ncl the Aula taat Seoret&ry ot the Ia.,. &llilte4 )7 Ul IXIIOlftiYI 

o~ttM oo..,ooe4 ot throe aoth·e Ar.:t &Ill! Ia.,. ottloero, AD 

OoeUl SlllppiDc Seotioa llao 'bee eota'blhlle4 alld oODtri'l.,ztu -

Yiew ot tile llarltiM c-ioaiOD, 

(At tllll poillt lt ..,..u, ·- to M that OD tiM .lclrio...,. 

168 

Detellle CoUilo11 , whloll 11 the par-o~ ao lt ,....., Gocolcl..,._ 

tie olooul' 1M lh'Oil to the appeia-...t to thll _,, ot tlla 

Soor.t&ry ot s tate, tile seorotal')' ot tM 'l'r••lll'7 aD<1 the Cllairan 

ot the llar1t1• COIIailllOD,) 

'!'be oDe thread that '""" thro~~&ll the J.:rwrt, Ma.,., Treulll')' 

ancl llarltl• COIIaioliOil ill war tiM 11 oo• n oldpp11l,, Fort.atel)' 

the llorlcl liar 11 not toe tar belliM ua Dot to 'be able to profit '117 

the aiotalo:eo w •cl• OD4 to utllbe the l enou w • ..,..,, J.tter 

-11. ooatuat.., &llcl tlOIIDUriDc a 'bolft ill 1911/Ulf a Sloirpllll C..,tro1 

c-u:tee •• oet up• lt ~1oe4 a oeaittee ot tllree - o.otuall)' 

llll an (P, A. S, Pnmklill) ran l t Ylrtuell)' •11l&l• ll.aM.tJ tr• 

then 011 to the oaol ot tbe .., , ..... t e ttio11110)' •• pi- ..,. the 

oOIIaittee t'laotlo- ~,.. 

Aclair&l t.ncl ot the llarlt1M Clllaiutoa 11&1 ..._ •" 

oooper atin Ollcl a utpiH to • loio auto-t, Jlr, lluati.Dcta '1'. 

l!oroe, 1 t .. 1 tll&t Jlr, 11or11 ll&o a ....._. va•P et tlla .. 1• quentoe 
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at 1uue and ohoul4 ... enoollrac•• to oontbuae blo ettorto. Ft-oa 

t,_ to t,_ be bao oulool~.,.. to hio S..,erior reporto whioh ohow 

a thoro"C)o ....ter.U..4111C of the <tu••t1•. After ~ oontereno" 

and .. oh crouncl ooreriAc llr. llor ..... been ell0011J'a&e4 to 'brine 

hil reporto up to elate with t he r .. u.lt that there 11 attached u 

ozhlbit "ll" a tiDal report elated llay U , UI&V. 11itlo t hio ti.Jael 

report I aa in full oono..........,e a Dd f .. l , Ill'. Sooret&rf, that it 

CiT .. you t he full IIUwel'l to the qllootion :rou uted • to inTeoti-

ca. point •• Ylrf IT14•t in rq aD7 tallto aDd tM.t •• 

that ITII'f""'" •• kMill7 &liTe to tho ••noum•u• of tho o1tuat1011 

and tha t • creat cleal of exploretory work -· ...... clone 'b7 eaolo 

DopartMnt. I did tint h-er that oc.e ooorcl.ination ._, n-•• 
to br14c• OTer tho int.Dci'ble barri er whore o.p.rt.Dt •t Depo.rt­

..,t and i t , .... to • there 11 cr-t nM4 of a "DeTU' o AdTooate•, 

who will oontin1».lly a ok q,. otiono, ~ ot them clou'btle u qllite 

toolilll, but 'b7 oo clo1Ac the oubjeot will ... thoro"C)llf e;q>lore4. 

One ~er I bne tore .. ., 11 thot oo• probl- are oo obple a4 

triTial that they a re apt to ... p&IIM 'b7 or lett to •o• ono • 1•• 

to hanUo Wherou it 11 tho Til')' triTial • ttero whioh aicht in .., 

eor,..,cy bo tho 100nkey wrenoh that -ld llow up tho 'bic •oh1no• 

In ooncluoion I would reepeottull7 point oat to you ta&t 

tho ouoooutul worltiJlC out of tile pro'bla at i u• will 4-d 

larcely on tho oaliber of an oelooted to head tiM 

• 
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Sllipp lll.c ccmtrol c~ttee ill t.lw .....n. •t ..,..., 111<1 to IIIJ' .u.. uo 

mtot 11e .,. .. , .. 1>7 a oiriliau tor owiou1 rea1ou. 'lrolllol it ""' 

11e wll to qui.tlr 1olecrt 1caa olltltall41Ac ..., 111 tbot llli"ill& 

1o4uetl')' who _, U l>a •4• .., a.-ottioio MIIIMr ot 11le L1ato .. 

Di<ri deo ot tbot Anlrf - · Jlayy IIIIA1t1ou Boart to •et 'IIi til-

270 

tM1r att ort1 Ill t1M7 .,. porta111 to lllippill&, &114 10 that lllo •7 

'brizl& to tlooa u outoUe Yii10JH1111~ et the lhippizl& 1ooluotf7. !be 

1o tbot '"...t ot 1.,.d., ho1~1lit1•• :rou wc:o&lt haft .~ halld • _, wll 

tro.i!IH and qualifi ed to 1top 111to the 'br .. oll •• wouU lllreaq Joaya 

tM adfti\UCI oot ..,17 ot ll:nowiJl& tile ftriouo DaputMI!t1 ot a.,.._ 

-.t, but '111>\lld haft , or 111ould ha ... , saloN ~he oontiol•o• ...,. 

reopen of bie t ell ... WDrkerl. It ebou14 not l>a onrlooi<M that 

it tho prlllllt polio,. or thil Acla1niltrat101l 11 toll•- tbot -·o-t 

that ot tb11 oo\llltey !fill lie a~pmto4 '1>7 our 600 o""'*rtiftl7 

.,.,.. nue11 111 tiM .,.xt ton ,...,.I u4 111 the '"..,t ot -.r the lwxllizl& 

ot euoll a ..... t fleet plu th• ..Ut n .. t ot older ellipa thall enetaat 

WD uld require a wll tr&illM eDolltl.?e oon ... Tiaat witll tile-.., 

p.,.111 ot tllil Yll~ pro'bl -. 

a.. paottu117 1111>81 ttod. 

~L 
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FEDERAL RESERVE BANK 

OP' NKWYOAK 

J'IUII! 2, 19)9. 

Dear Ill'. Secretary• 

'!'bore 1a no new corporate aecuri ty fi:lancing to bo reported tbia 

week. Tbo nearest tbing to o corporate iaeue waa an $18,000, 000 benk loan 

obtained b)' B. Jl'. Goodrich~. Tbia loan, at 3 per cent illterut &lld 

aaturing iD 1945, rlll be uaod to refUnd 6 per cent debentures of 1945. 
Banke are bocoaln& increaaingly actift in wbat u:r be called Ule prin to pur­

cbaeo of obUiationa in tba form of loane. llaturiti .. rarely, it over, exceed 

ten years. 

llunicipal bond awards tbia nak uounted to about $20,200,000. In 

an illtenoediate catego,.,., ao far as uturity is concerned , was a $100,000, 000 

luue ot C:O..Onwoaltb of Pennsylvania DOtoa, due in two yurs . Tba iuua ne 
awarded to dealers at an interest coat ot about 0 .45 ~r cent ~ reorforod to 

!~·.~~~.too!!;~·~to~~~rp~.c~:~. ~ ~:!·;~~c::r~~h=-~4·~.
0~~ce' 

the award, !Deluding approximately tl? , OOO,ooo token b)' a State fund. 

llore tbM a do&en corporate iaaues are DOW in line for marketing during 

the next 110ntb or two, reaching a total or oe•oral l!u1ldHd aU.lion dollars. Tbe7 
will not, bo""nr, """" llllCh increaeed business except 0110ng eecurit7 IIJ>c!er­
writere, becauee about 99 ~r cent or tba entire sua 1a for re!UJlding. The 

aarket appears to be more tban ready tor no• offerings whether for or 
for new capital . Competition among buyers ia more iDtenaa than ever, and 

tloos probably are easing the stonda-tds which they have hitherto maintained ill 

•electing innet.>nte. 

Tbia situation (co-petition or bu7era rather than 880ing of at&lldards, 

perhaps) &lao finds oxpreaaioD ill the gonrl8ent eecurii;J aarket, u you know, 

and particularly in tbo long-te%'111 eec tion or the urktt . 

Hen. Henry llorgentbau, Jr., 
SecretarJ of tho 'freaaur7, 
.,uhingtoa, D.C~ 

Youra to itbtully, 
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MEETING OF FISCAL AND MONETARY 
ADVISORY BOARD 

June 2, 1939. 
10:30 A. M. 

Preaent: 

H.M.Jr: 

Delano: 

H. M.Jr: 

Delano : 

H.M.Jr: 

Sm1th: 

H. M.Jr: 

Wb.1te: 

H.M. Jr: 

Whl.te: 

H. M.Jr: 

Mr. Ecclea 
Mr. Delane 
Mr. Smith 
Mr. Bell 
Mr. Vhlte 
Mr. Haaa 
Mr. Currie 
Mrs. nota: 
Mr. Duttield 

I don't know whether it 1 s the weather or what 
it is, but I teal pretty good. 

Are you (Delano) going to be teachert 

Buht 

You going to be teacher! 

I have nothing to say today. I'll have to listen. 

Mr. Smith, you want to be teaohert 

No, I -I haven't got the ball. Let's t1nd out 
who has the ball. 

Yes, who 1a go t the ha1lt 

Well, we'•.• got the old ball. 

Well, it isn't worn out, ia itt 

No , we repolished 1t a bit. It 1s much the same 
as the corrected one. 'l'h1s is eo much the same -
oh no, it isn't. I guess not. We changed 1t 
since then, although I think everybody got a copy 
ot the changes that were made and th1a ie merely 
a - we polhhed 1t up th1a morning. 

Would you like to haYe it read! 

Yea, please. 

' 
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White I 

H.M. J r : 

White: 

H.M.Jr: 

Whlte: 

H. M. Jr: 

Eccl ee: 

Whlte: 

R.Y..Jr: 

- 2 -

0 1, It ie almoet the unan1moue opinion among 
Administration ott1oiale and technicians in 
Waehington who are on or are cooperating with 
the Fiscal and Monetary Advisory Board that 
there is little it any proepect tor marked 
recovery during the next two years, 

1 2. They also recognize • ••. 

Do you mind it I work with you people as we go 
along on this , because I think it 1 e better. 

I think it 1 s better it you work along at t ilie 
etage or it. 

Well, 1t you don't mind, it th1e is going as an 
introductory first paragraph to the President, 
I think it 1s terrible. I mean he immediately­
I mean he'd start to m&ke tun on that . •It ie 
almost the unanimous opi nion. , •• • 

Well, we can mak~ it •.•• 

174 

And it I might make another suggestion. Mr. Eocles 
brought to my attention the one we sent h1m in 
December and I think it we 1 re going to do thh -
my thought vas, it we're going to send h1m over 
something, ve 1d eay, •Following up the euggest1on 
which we made to you laet December, we ' d like to 
do eo and so and eo and eo. • 

The atatement that we made 1n December - we referred 
to certain thinga that ehould be done and aa1d that 
we would continue to stud)' and aake a later report; 
ao it would be pertectl:t logical here to sq that 
"Supplementary to, or following up the report ot 
Decellber, wh)', )'our Co ami ttee hae been studying the 
ruture proepeota• and then raise these quest1ona. 

I think that would be more dedrable . 

Yea. So it 1t ' s agreeable, could 1t take that 
rormt 

White: Yea. 
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K. K.Jr: 

£coles: 

K,M. Jr: 

White : 

Delano : 

Eoolea: 

Bell: 

( White: 

( 

Delano: 

H. M.Jr: 

Haas: 

- 3 -

Go ahead, Har%')'. 

Might writ th.1a tai:>~Wtinto it aome place. But I 
agree with you that it' s pretty abrupt starting 
here. 

Yea. 

:75 

Nov, this phrase which will be woven in still 
remains- •It i salmost the unanimous opinion • • • • • 

I th.1nlt you could say 1 It ia the general. opi .nlon. • 
11ouldn 1 t have to be unanimou a. 

That's better, 

Might say - I don 1 t remember bow ;you opened that 
other one, but you might aay •we still are or the 
opi nion •••• • I t h.1nlt you aaid that then. 

Yes, except that that referred only to the Fiscal 
and Monetary Advisory Board and thia, t o give it a 
little more strength, spoke ot ottio1als and 
teohnioiane who are on or cooperating with. Maybe 
you'd l ike to make t hia • still, • but it wuld give 
it a little more strength to have it th1a way. 

I th.1nlt t hat this thing - the merit ot it 1s thh, 
that there ia no ettort to paint a roay pi oture or 
anrthing lUte that. We ' re trying to be boneat and 
realietio. Let's not bet on what may not happen. 
Bot or cour·se, we're not t h.1nlt1ng ot th1a aa a ltlnd 
or thing that would be made publi c or published, 
or anything lUte that. But we've got to tell the 
Preaident what we th1nlt, And then he &aJI, "So 
whatt• and eo ve give him a tinal page on what we 
think or i t today. 

All right. 

I th1nlt - may I say - the question or the general -
I mean general opinion aa to the prospects •••• 
I don't agree that the - in tact, I have a reeling 
and I think there ie eome support tor the position 
that we will have some recovery between now and 
the end or t wo yeara. And t hen it ' a a question ot 
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l!h1te: 

H.M.Jr: 

White: 

H. M. Jr: 

Wh1to: 

H.M.Jr: 

Eoclea: 

Currie: 

Ecole a: 

Delano : 

Ecole a 1 

Del ano: 

.. 

176 

- 4 -

what )'OU mean b)' •marked. 1 It )'Ou mean 80 bUlion 
dollar national income, there ' s a serious question­
mark on that. But thh mal' lead the President to 
think that we are - that this present upward movement 
that started last )'ear 1e now at an end and we ' re 
going into another downward trend ot t he business 
o)'ole. I think that would be m1elead1ng. It 11011ld 
be from my point ot view. 

Would )'OU suggest another ad jeotivet 

!Ia)' I - I think I can make a suggestion vh!.ch would 
answer it possibly this way. It you oould put it 
in terms of national income - t hat during the next 
two years 1t i s the opinion ot moat ot the people 
that the national income will not rise above X 
m1ll 1ons ot doll.ars - wouldn't that satisfy yout 

That would be better, it we could get agreeme.nt . 

Well • •• • 

We'd have to get it right now. 

Well, you oould over the week-end. 

Why couldn ' t you with safety put in there 6g billi on? 
We talked last year ot a possibility - ot an out­
aide poes1b1lity, )'OU remember, in December, ot 
getting a national inoome up to a maxllDWII ot 6g 
bill1on t h1s year. Well now •••• 

Average tor the year. 

That' was r1ght, an average tor the )'ear ot 6g billion. 
Now we know that that isn't - that we're not going 
to get even close to 6g billion tor the )'ear, at 
least it doesn't look like 1t, and it's got to be •.•• 

lfhat )'ear are 70u talking aboutt 

Thia )'ear. 

Fiscal yeart 

• .. 
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Eo olea: 

White: 

H.M.Jr: 

White: 

Haae: 

Eo olea: 

White: 

Eoolea: 

Haas: 

Eoolee: 

ilh1te: 

li . M.Jr: 

- 5 -

Ve're tal.lti.Dg o~endar )'ear. In c-ur report before 
we were teli!:11J8 oal.eodar )'ear ·~ - I aean '39· 

117 

1fh7 oouldn 1 t ve with - 1t eeeaa to ae that ve ooul.d 
put 1n there that proepeot8 tor II&J'ked reOOYel'J 
during the next two )'ear8, r1d!J8 aboTe 68 b1ll.1on 
tor the )'ear - I wouldn't 8&)' 68 billion tor a 
month; I don't think that 1118 ana ver, auoh &nJV&)' -
but certainly during the entire )'ear 139 and the 
entire 7ear 14o 1t 1a not likelJ, under present 
proepeots, to rise aboYe 68 billion dollare. 

You could relate that back to JOur preT1ous atate­
aent in which JOU ea1d )'OU d1d not anticipate 110re, 
and a&)' that aa things look nov )'OU teal it will 
be eubatant1all7 le11 tor 1939 and tor 194o. I 
don 1t bow vbat JOU want to 8&7 tor 194o, but ••• • 

It )'OU do it that V&)', Juet •• •. 

Except that I 1d like to hear a t1gure tor 194o that 
70u 1d want in there. 

Vh7 not a&)' the t1gure we haYs talked, Marriner! 

That isn't cona1etent with the next sentence, though, 
because JOU e&)' there that the)' recognize the poeei­
bilit7 ot a downturn 1n bueina8e aot1Yit7 before the 
end ot 194o. 

The W&)' it will be phrased will be •not 110re than •••• 1 

!hat II&)' be all right . 

You'd haYe to take 68. 1fh7 don 1 t 70u take the t1gure 
which was the goal eat - 80 - and ea7 it will not 
reach that! 

Yell, nobod7 e.xpeoted to ann approach that. 

The answer to that ie, 1t i t r eached 75 i t ~~ld be 
80 good that we would not 'be Justified in doing 
an7th1ng. EYen it i t reached 72 - a tour billion 
inoreaee would be Y8rJ eubetantial. 

Could I ea)' eoaeth1Dg on 1 and 2. I th1nk an7bod7 
that '• going to tell the Pre814ent - put lWieelt 
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Haas: 

H.M. Jr : 

!:cclea: 

Currie: 

H. M.Jr: 

Vh1te: 

H. M.Jr: 

_78 

- 6 -

on ~cord that we look tor a downturn at the .n4 
ot 14o, is getting - well, he'a getting out i n the 
range ot crystal-ga~ing. 

Nobody knows. 

What I 'IIOtlld suggest tor 1 and 2 - you might th1nlt 
ot combining them, and say that "In December we 
said that national income in this calendar year 
1939 would not exceed 68; it now looks as though 
we won 't approach that; and looking into the year 
l94o, tor the year, it is t he beat opinion that 
the national income tor t he calendar year vill not 
exceed X billion.• And don 't get it down to whether 
it's going to turn down or t urn up v1th1n the ;rear. 
Now, we could be fairly eate on that and moat l i kely 
get an agreement. Don't you think sot 

It depends entirely on the amount you put in. 

There is one little d1tticulty there, Mr. Secretary. 
The Department ot Commerce may make our aetillate 
come out tor t his year. They have been revising 
their figures and t hey have raised last year by 
two billion dollars. Last year wae 64 billi on 
dollars. So we only need to get a tour billion 
increase this year to get our eixty-eight, on the 
basis or the new figures . We were going on the old 
figures. 

I thlolt whatever the bade we were going on, we 
better etay on that baeia. 

Then make it 1n teras ot the increase rather than 
absolute amount, eo as t o aave ourselves that 
difficulty. 

Let's aay tor argument - I don ' t care -let's say 
that nobody can sea that the national inoooe , tiguring 
on the old basis, will be above 70 billion. I'• 
not aayiug that. Than you uco your argument that 
in order to increase that by tive billion dollar • 
so forth and so on. Huht I mean I ' m Just offeri ng 
that as a auggest1on. 

' 

... 
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llb ltel 

Del iUlo: 

llblte l 

H. JC .Jr : 

llhHel 

H. M.Jl'l 

Haaa1 

Eeolu: 

\Il l. tel 

Dulano: 

Whi te: 

- 7 -

Yel , 1t ther~ ie agreement that we oan eat it at 
a t op t or 19~ or not more than 70 billion and 
probably le11. But 1t ve oan aae that figure 
70 b1ll1on in that V&T· ··· 

I think 1 poaaibly leaa• and not •probably leas. • 

• • ••• and po11ibly leaa. • 

• • ••• poeei bly leas.• 

And you vant to delete thie statement that they 
reoogni~e the poeeibility or a downturn. 

When aomebody tells me there ' s going to be a down­
t urn at the end ot 19~. why, I think he ' s Just 
oryetal-gadng. 

179 

Poa e1bi l1ty on the other aide, too. 1 

Ot ooaree, it v e don't, I don't see why ve want to 
Nake any report at all. I mean I eee no point in 
even t aking any interest in a s tudy or an approach 
or thie t hing it it' a a question or admitting that 
ve can ' t - that it 1 e all oryetal-ga~ing, t hat i t 1 e 
purely gueee-vork. Then why ahoald ve even be 
i nUreeted 1n trying to t oreoaet anything' 

Well , the etrength or the position ia t h1a - t he 
etrength or understatement, that even here we are 
being oonaerrative; we eay that 1t might reach 70 
b1ll1on, though ve think that i t probably won't, 
aay be eooeth1ng l eas than that . And rour ¥Bole 
oaae ie bui l t on the point that even it it does 
reaoh 70 billion, you still have a eutticient 
problem t o Juetity action nov. 

I think that phraae or anderatatement is a good 
phraae to uae, because that's what we're going to 
do. We ' re going to deliberately not tool our-
.. lvea or t ool the Pr~al.dent by making an over­
etate .. nt. We ..at t o err on the aide ot ander­
etatement. 

That'• right . It your oaee reate on the aaaamption 
that it you get a 70 billion national inoome nothing 
lhould be done, and it you ge t 67 or 66 eomething 
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shou1d be done, I th1nk that one might be Justified 
in taking the gamble that ve might get 70. It 

280 

on the other hand, you are taking the position that 
you don't see any reasonable likelihood or getting 
more than 70 and that even at 70 a progra~~ 1a called 
tor, it seece to me you've made your poeition 
stronger. 

Yes, it you keep your figure dovn to a low enough 
point. But sa I understood the ~int that George 
was making - that we Just couldn t attempt to tore­
cast or look through to 194o, that i t ' s too tar 
ott. 

No. 

That anything oan happen. Well, 1t aeeu to me that 
1t we have any Job at all, it is planning or trying 
to fore cast at least that tar ahead, because it 
you ' re goi ng to get action to meet a situation that 
might exist in ' 4(), certainly you ' ve got to get 
action at this session ot Congress, it it calls tor 
legislative action. Therefore, it we're go i ng to 
perform any function at all, we ' ve got to toreoast 
tor at least tvo years trom nov. 

I didn't mean that, because ve have to do t hat in 
the question or revenue estimates, we have to go out. 

What I meant wae that to describe the pattern, that 
it' a going to tum down at t he end, and so on, is 
really something that's, as the Secretary eays, 
crystal-ga~ing, I think. 

It says 1 Betore the end.• 
the next eighteen months. 
that and still make a good 

That means anytime within 
However, we can delete 
statement . 

Well, I've got snother - I mean, Eccles - I mean 
you vouldn' t - and I 111 go along with you that we 
estimate what the nat i onal income will be t or the 
calendar year 194o; but the only queetion that I 
vas raisi ng •wae on saying t hat 1n a particular quarter 
it will go up or down. 

Oh no, I vouldn 1 t think that - I don 1 t think that 
anybody can time these t hings within six mont hs, 

anyway. 
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Well, that' a all- vell, you and I &re 1n agree­
ment. 

181 

I think all ve can do is to look at the thing trom 
more or lese ot a long-range approach, beoa~e 
payoholog1oa1ly you can gat an upturn or a down­
turn against economic conditione that ~uld call 
tor eometh1ng else. But the permanent long- range 
trend, the tundamental eoonomio conditione are 
the thing that determine. But a• t o the question 
ot timing, I just don 't th1nk that you can - hell, 
you might even m1.11a it as much a11 a year. I think 
that's even possible. 

There's no disagreement. And the other th1ng- I'm 
sure that neither Whlte nor Currie could have 
poesibly had this in mind, but they might be accused 
ot it - t hey ' re talking about the end ot '4o, 
and it sounds lt1nd ot political. 

That vas bare coincidence. 

I just thought ve might get a rise on that. 

Hov do you spell 0bare•t 

You said it. 

All right; gentlement 

All right, we'll delete that and ve'll send the 
paragraph .around to make sure, e1noe that 'a a key 
paragraph, that everybody agrees. 

I vas wondering - may I inject be re a moment .: I 
vas wondering it betore ve go turther it might 
not be viae to agree upon the general term. I 
vould suggest that this start out vith a general 
statement eett1ng torth the relation ot this state­
ment to the December statement , without Joining 
1 and 2 to that general s t atement, because it 
seems to me that it you join 1 and 2 , vhen you 
get dovn to 3 and 4 and 5 you are 1n much the 
same sort ot d1 tt1cul ty. And I vao vonder1ng 1t 
ve 'IIOuldn' t make more progreea by perhaps agreeing 
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that we ' d have a general introductory paragraph 
and then an7 reYieions we have relating to these 
epeoitic th1nge, ae you haYe tbam bare now. I 
vaa following through on the thought that you 

182 

a1ght put 1 and 2 , I bel1eYe t h e Secretary auggeeted, 
into a general paragraph, but then it aeeou to me 
that that gete ue into trouble with 3 and 4 down 
the line; they ' re aleo qu1te general. 

We oan do thAt, make i t a separate paragraph. 

Yee. 

Shall I go on v1th the thirdt 

Yea , please. 

•Even with a moderate improvement 1n business the 
uneoployment s ituation will not be aubatantiall7 
ditterent troll whAt i t ie now. With no 1.mprove­
ment in business, the number ot unemplo7ed will 
increase because ot the annual accreti on to the 
labor supply ot more t han halt a million a year 
and because ot continued teohnolog1oal change . • 

I'll go on unleaa you i ndi cate •... 

All right, or anybody elaet 

I'd be inclined to say •cannot • instead ot "'till not.• 

In the second 11net 

Yee. 

• 

1 fhe unemployment situation cannot be subst antiall y ..• . • 

It you think that ••• • 

\fell , that wuld tollov with a moderate improvement. 

Doee that tie 1n with that national inoo• t1gure 
you're going to put 1n the t1ret paragreph - 70 
b11Uont 

Well, 70u get an increase ot a m1111on two hundred 
thousand 1n two yeare, eo that 1n order to get a 
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million tw hundred thoueand inoreaee in IIIIPlo:r­
ment - it :rou got a three billion - it would take 
almost a three billion increase , I think, to get 
that . 

Even to hold where you are in your unemplo:rment 
situation. 

In the unemployment - not in the employment, but 
in the unemplo:rment, to remain Where you are, it 
would take several billions i ncrease. 

You're going to Jump from 64 to 70, ae a possibilit:r. 
Now, that certa1nl:r takes care or more than the 
accretion to your labor market in the next two :reare. 

You ' ve got subetantially •••• 

You're dealing with t en million, so eight or nine 
million •.•. 

Substantially you'd improve five hundred thousand. 
Even a mill i on - it you dropped the unemployment 
from ten to nine, you wouldn't have made very much -
you've still got a terrific problem. 

lfhat would you want to make t hat, Dant Would you 
want some other phrase t heret 

I think there would be moderate improvement. 

• ••.. greatly ditterent•t 

Something like thAt, or ea:r that eYen with this 
improvement that :rou've just talked about , the 
unemployment situation would not be •••• 

• •. • be oore than X number different. 

Or 0 will remain acute. • 

Y6a , somethi ng like t hat . The •moderate improvement• 
didn't seem to me to tie in with the eix billion 
dollar possible i ncrease in your income. That ' s 
more than moderate. 

: ~-

• .. 
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Wall, we ' ll t rJ t o haraon1&e thoaa t wo etataaante , 

•EYan w1th t h1e 1~rove .. nt • • • • • 

AlJ. r1gbt, va 1 11 hanlon1&a those and I 1 U ohaolt 
with JOU attar w get u . 

Aren ' t va go1ng to be a lot batter ott 1t va approach 
th1a problem 1n a paae1m1et1c vaJ' In other verde, 
I ' d l1lta to eaa ue hope tor the beet and prepare 
tor the worst . Instead ot a .. uming nov that va can get 
70 b1ll1on or 72, let 1 a auWIB that ve are - aq 
va 1ra go1Dg to gat 6S at the and ot next JS&r, and 
aeauaa the unaaplo;raant 81tuat1on certalnlJ 1an 1t 
going to laprove; 1 t 1 a raallJ golng to be wore a. 
Thoaa are the eats aaauapt1ona to malta. It JOU were 
conducting a bua1neea ot JOur ovn , 1t JOU vera 
auooe88tul , that ' s the vq JOU'd approach Jour 
probleae. 

In other verde, conearvat1n abould not aaan under­
etateaent, but overstatement. 

Ot the d1tt1oult1aa, 

Ot the d1tt1oult1ae. 

That ' • aJ v1ev ot 1t. Jov, 1t JOU approach 1t that 
V&J and than oall tor a Ji>rograa, anJ program JOU 1 re 
go1ng to get, that there e anJ prospect ot getting •••• 
I t ..... to •• that 1t JOU 1 re so1ng to gat 70 
without a program, or 72 v1thout a prograa, and 
lt JOU had a program 1n add1t1on and JOU got 75 
or lS, JOU 1 ra Juet that muoh better ott. It 1en ' t 
ae hough JOU vera cloee t o t he top. In other 
words, lt JOU vera 1n a poe1t1on ot llO b1ll1on 
and vera at th1a t1aa teying to malta 1t 90 bUllon, 
and had the danger ot bottlenecks and 1nnat1onarJ 
developaante, that would be another th1ng. But 
1t eeema to me w ' ra pertectlJ eate 1n approaoh1ng 
th1e problem troa the atandpo1nt t hat at beat JOu 
can ' t hope tor acre than 70 or 72 and there 1a 
aveey proapeot that lt _,. not be 110ra than 65 to 
6S; theratore, let 1 a prepare tor the voret, 

Let 1a not gamble. 
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Then ir the beat happens, you ' r e jus t that much 
better orr. That ' s the way I'd like to •..• 

What 1 s thnt you s&id, Harry' 

I sai d , let ' s not gamble. 

:as 

That's the say I think we ought to do it . I! we 're 
goi ng to advise the President on tllls, I think 
that ' s the way. 

No d isagreement between you and me on tllls approach. 

I ' m wondering whet her - I spoke or understatement - I 
wonder whether conservatism l n t h i s case doesn ' t demand 
overstatement rather than understatement. When a 
general goes i .nto battle, he estimat es the number or 
reserves he will need not on the basis of the reweat he 
mi ght lo se , but he estimates on the basis that he mi ght 
run into d1rticu1t ies. I t ia t rue, however, the s tate• 
ment becomes a little more etrective 1! there i e a 
reeling on the part or t he reader that you're not 
attempting to exaggerate. 

I t lllnk t hat ' s very important . History is t ull ot 
mi litary leade~s wno always underestimated thslr own 
strength and overestimated the enemy ' a strength, and 
they Jus t d1dn 1t get anywhere. 

Net ther doea an analogy. 

Well, would tllls be a way out, Hr. Secretary: to have 
another pnragraph or a couple or s tatements embodyl.ng 
the i deas which Mr . Eccles just stated and whlch you 
s&id you agreed with, which would make lt poaelble 
!or ua to understate the caae and yet indicate the 
import ance or act i on, even though our understatement 
proved correct. 

Admit certainly that we might m1aa l t within a t ew 
b i llion dollars. But, even assuming t hRt there 's 
the p.rospeot or I2 billion, can he gi'UI'ble and ;ake 
the chance t hat t 'a only going to oe OS or - b5 
or 64t He •s got to assume that i t may be 65 or 68 
and that the most he oan hope tor ls 70 to 72. 
And t r he doesn ' t get t hat , gets nothing , he ' s caught 
with 65 or 6g. 
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And, aa rou kDow, the Preeiaent 1e aga1net gaabling. 

I'm in ooaplete eJ'IIPath1 with what rou eq. In 
other vorde, we'll figure it at the voret and anr­
th1ng we get above that ie Juet velvet. 

That ' e right. 

You can't tight with me on that. 

Then we might work another couple .. ntencee in. 

Pleaee, rea. 

In vhioh oaee it will be verr eaer to make provie1on 
tor Oeorge 1 e and Dannr ' e coamente. 

•4. The inabilitr or our eoonomr to reach and aa.1n­
ta1n even the mod .. t obJeoUve or an 1!0 billion 
dollar national income 11 due to the exietenoe ot 
certain fundamental maladJuetmente which have been 
developing. It is more and more apparent that a 
profound change in our economr hae taken place ainoe 
the twenties. i 

Now, one ot the ohangee that I have made since the 
last time was to move (a), the queetion •we have 
tor the first sustained period 1n our hiatorr a 
volume or savinge which at a higtl. level ot. national 

income ia oonsiderablf i .n exceee or the profitable 
outlet tor such savinge• - moved that down ae one 
ot the taotor e rather than where it appeared before, 
that everything was a ooneeguenoe ot that one!· putt~ng 
it tiret and then giving (b), (c), (d), (e), t), 
and eo forth, . turther expandon on that idea eo that 
it gete euttioient emphaeie, 4oeen't rest excluaivalr .... 
I hadn't noticed that. 

I don't much like the tone or paragraplls4 and 5, 
taken together, eepeciall7 the laet sentence, that 
•It 1a more and more apparent that a profound ohanfe 
in our eoonomr haa taken place aince the tw .. ntiee, 
it 5 ia to epell out that eentence, beoa~_. the 
tone aeeme to De to be one ot earing that theae 
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t hings are here to stay, and there are a lot or 
things 1.n the 11at vhioh I would certainly not · 
like to see admitted to be permanent nev feature• 
or our economy. 

Nor do I th1.n.k the Secretary, 1n line v1th vhat 
he ea1d at the fi r st meet ing, vould l1.ke to say, 
tor instance, that railroads and agri culture are 
permanently no longer suff icient outlets for 
cap1tal. 

Then you th1.nk the idea ot permanence is implied. 

Certainly seems to me eo. 

187 

From our point ot view, five years 1.e our problem. 
lte 1 re not saying that in 1960 we von 1 t have a great 
boom 1n building. But for the rorseeable future 

What you are nov saying isn't in th1a statement. 

How would you want to phrase itt 

Leave out the second sentence or paragraph 4 and 
say in t he f1.rst sentence 1 1.a due to the existence, 
or unpredictable durat1.on, or certain maladjustment• 
. . . . • 
Yell, they a re pred1.otable to the extent that you 
know they're going t o exlst tor the next two or 
three years. 

Well, all right, say lt that way, then. But ae I 
un~erstand, the Secretary ' s flrst or1.ticis~ or v hat 
you came in vith vas that ve don't attempt to eolve 
the hard problems, the fundamental things which 
would make the first suggestion fruitful. Nov, 
you ' ve listed here, it seems to me, under 5 a great 
many of the hard problema and haven 1 t a aid anything 
about the necessity or trying t o solve them. You 
have accep ted them, i t seems to me, as inevitable. 

Would th1a help to correct that , to oay •It is more 
and more apparent that a profound change 1n our 

• 
... 
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economy hae taken place einoe the twentiea, which 
gives every indication of lasting at leaet several 
yeare•t 

That goes part vaT• It doesn ' t meet the question -
maybe you don 1 t want to - or whether we ought to 
do anythi ng about t heee fundamental changes •.•• 

Oh yee, very definitely. 

• .•• other than to otteet them by channt\hing eavinge 
i nto certa.in directione. 

We oan 1 t do much about the line ot population growth. 

That's true or some ot them, not true or some or the 
othere. 

Doing somet hing about the railroads should be a part 
of any propoaed changes that will be made. I take 
it that i t would be an essential part ot your pro­
gram to do eomething about agriculture, it we can 
suggest anything to be done. That ought to be an 
eseential part. To do eomething about changing the 
tax structure 1e an eeeential part or the progru 
ot correoti one. So that it appears to me that any 
program t hat would be dertsed on the bade or t hi e 
would aim to correct eome ot the maladjuetmente 
which have taken place. 

Then I think you ought to spell that out either here 
or under 7• 

Well , it ie IPelled out on - it ie spell ed out before 
you get to the end. That 1 s your con cludon. 

Well now, for instance, take thia •certain large 
induetries experienced t he • ••• •- t h is ie (b) under 
5 - • •••• major part ot their axpaneicn during the 
twenties. • The questi on or whether there are­
whether t h e grea~ invent i on wasn't t he invention 
ot inventiona, and you ' re goi ng on 1n eo• other 
field nov whi ch 1e unpredictable - that point or 
view i a entirely absent rrom thia. 

' 
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No, we say that the development - under 1 we say 
"As a consequence of thaae basic changee ve are 
faced with the 1cevitability of a low national 
1ccome unless either o r bot h of t he following 
happen: t he development or appearance of suffi­
cient 1cveatment outlets • • •• • Now, unqueetionablJ , 
aometh1cg may appear, but we could hardly warrant 
Government poli cy affecting the livee ot 130 mi lli on 
people on the hope t hat something will appear . 

Well, you would meet moat of my critici sm if you 
would just malta it not appear that these things 
l1ated under 5 are inevitable and permanent . 

We certainly ought to do that . 1·/e don 1 t mean to -
we 'll try t o work out a sentence that will do that. 

You ' re trying to cover t he next tvo years, aren ' t 
you, Harr7t 

!lot only •• •• 

You say 1939 and 19~. That ' s what you ' re trying • • •• 
First two paragraphs. 

You've got eome permanent changes i n the economy. 

Le t 's separate them out trom the others. 

For instance, we are a creditor nation on a very 
important scale today. 

You 1re not going to change that in two 7eara. 

As tar a a ve' re concerned, va can talk as 1! that 
vere more or lese permanent. It' s true somet hing 
could happen in the untoraeeable future eo that 
we might become a great debtor nation; I can't 
1mag1ne it. I think, after all, vo' re perfect l J 
sate i n talking about vhat the aituat1on is and 
1a l1kel7 t o continue to be, so tar ae we can sse 
nov. That doesn't neceeear11J oean t hat a world 
var or some other untoraeeable thi.ng in five or 
ten years from nov might not develop, and it cer­
tainlJ does not make us look r1d1culoua to stat e 

• 
... 
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pret ty detinitely that the re are certain p~otound 
oh&ngea a s compared with the t ventiee. And in a 
tev years trom nov, we 111 a ee protound change• 
then aa compared v1 t h nov. So that t he change ot 
popu1ation growth and the change ot ored.1tor 
atatua are two Yery tundaaental. t a otor a, and I 
th1nk we ehould prepare to deal. with thea ae 
permanent until someth1ng happens t o oauae us to 
change. 

Vould you want to rank v1 th th'ose a a peraanent 
and inevitable such portions under 5 ae th1a 
etatement that State and local. bod1ee which once 
provided an iaportant outlet no longer dot You 
certainly wouldn't regard that as pemanent or 
inevitable, nor t he tact that the Federal, State 
and local. governments now telte more i n taxes trom 
consumpti on than they d.1d in the tventiee. There 
are a lot ot things mixed up here which are both 
permanent and vh1oh are not . 

The sanae ot it ia that t hoee ohangee i n the economy, 
both those lbioh are permanent and those llhich are 
not , wh1ch have h1ndered business ao t iY1ty during 
the thirt ies are aa tollowe. 

But it comes r1gnt attar a eentenoe wh i ch e&Y• t hat 
"It 1a more and more apparent that a protound ohanfe 
in our economy has t aken place since the twentiee , 
and it seema to say, in my mind, that here it 11 
and what v e 1ve got to do is to meet these thinge, 
whereas I go ba ok again t o any that what ve ought 
to do ie try to change eoma ot them. 

Ve certainly don't mean to rule that out. 

Let's BAY eo then. 

Vhy don 't you a&Y • will certainly be with us the next 
two or three yeare • t 

I could add that theee ohangea which han taken 
place v1ll oerta1nly be with ue tor the next two 
or three yeare. 

... 
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Spell that out. •certain ot the8e maladJustments 
are subJect to correction; other s are not, and mus t 
be met 1n other vaya.• 

That statement 70U Just made goee to the heart ot 
the Secretary' s tlrat or1 tio1ea: some ot these 
maladJustment• are subJect to correct ion; let's, 
tor heaven' s sake, correct them. 

May I interrupt at this time. This ia what is 
running through l1l:f bead, in order to make this thing 
etteotive. It ve could get ott a letter, say, 
to110rrov, to the President along the lfe l1nee: 
the i .ntroduotory Just the way we said, and then 
reter back to our December thing and aimply say 
something like this: 1 Now, Mr. President, we've 
been worki ng on this thing tor the past month 
in regard to some ot the baaic changea which are 
responsible tor the lover level of bualness, and 
we vould lUte to heve an opportunitJ to meet v1th 
you and preeent some of the ansvere •••• •- or 
something l ike that- • •••• to these things. • 

In other words, vbat I' m trying to do - I'm trying 
in the tirst place to do it in a courteous manner, 
aimplJ saying to him, 1 Ve are here, we have some­
thing, we'd like to have ample time to talk with 
JOU. 1 Then we 'd go over and it he'd give us a 
couple ot hours, then we could sit down and JOU 
people could talk v1th him. And not Just have 
another memorandum which goes i nto t hat v1cker 
basket and doesn ' t do anything. 

Don't you think, though, ne a bas1a ot talk, that 

Beet And not give him eo 11\lch or thil. This 
might frighten him. And e1mply saf - well, go 
back to December, say the introduot or,. thing and 
then say, •we reel it ' s going to be 67 or 6g 
t his year, and next 1ear it l ooks like the bes t 
you can hope tor vould be the eame. • 

Would both be appropr1atet Could JOU get the letter 
that )'OU apeak ot, and would 1t be appropriate 
and etteotive then to ear 1There is appended a 
memorandum •••• •t 
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No. 1 1Te been sitting here, if JOU don't mind, 
and - no, I 'IIOuldn 1 t gi T8 h Ul that, beoauee if 
he reads that we taa7 neTer eee hUt. And if, on 
the other hand, we gaTe h1a a eort of a letter -
•vall, what beTa theee boT& got on their ll1ndt 
I'd batter eee thell. • And then coae o•er and 

192 

eee h1lll for a couple ot boure. That '• really 
what I think we need, and not Just another memor­
andum. 

What would :rou th1nlt of that, Mr. Delanot 

Veey good. 

And it ' s a oourteoue way to do it. 

I think that's a very good idea. 

Could :rou talte the me110randum and read 1tt 

Oh, then talte the memorandua to the meeting and 
present it, one bY one, and have a dieouea i on 
Jua t~ the wt.7 ve ' re having here. And then be 
oould cro81-examine - 1 Vhat do you mean by 
thie, and what do :rou mean b:r thatt 1 And he'd 
get something out of it . That'• what we want . 

I think that '1 veey true. 

And not eend a lot of this stuff over which -
oh, he'd ea:r, •well, that 1 e nothing new,• eo 
forth and eo on. 

Your point 18 that it the let~er doeen ' t get hUt , 
the .. 110randw:a certainl:r wouldD 1t , wbereae the 
letter might get him wbere the aeaorandua -ldD' t; 
eo :rou have nothing to loee and eo•th1n8 to gain 
b:r a letter, not a •morandUII. 

I'• th1nlting of time. He ' • talking ot soing awar 
on the 15th. It we oan get such a letter, get it 
vr1tten, get it e1·gned tomorrow, get it over to 
hia - then he maltee up hie ecbecbale tor next week, 
and in thie letter we ear we ' d like to have a 
coupl e ot boure, eeet 
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Very good. 

And he'd have that tomorrow. Then he 1d say, 
1 Vell now, I think maybe I 1d better aet aeide 
a couple of hours tor these men,• and then we'd 
go over there and have a face-to-face discuaaion. 
And in it I ' d say, 'We'll be delighted it you 
would invite any other members of your Administra­
tion that you'd like to have participate.• You 
see, Mr. Delano? Then it's up to him. It he 
wants Hopkins or it he vants Leon Henderson or 
if he vants this man or that man, he can ask 
whoever he vants. What would you think of thett 

Very good, I think. 

And then - vhat do you think, Marriner - to bring 
it to a headt 

Well, I'm - I don't see any point in us going over 
and discussing a program v1th him unless ve get 
together oureelvee on a program. 

He vasn 1 t speaking of the program, he vas speaking 
ot an explanation of the lett er. 

Well , tbat'a all right. That's just a question 
ot approaoh. I see no objection t o writing the 
President the letter and not sending t he memoran­
dum. I agree with you that he may not read the 
memorandum or he might lose interest and forget 
it. But if ve baTe a memorandum that we ' ve gone 
over and ve've gotten together on, or at least 
as near ae ve can, at the time ve go over, so 
that we give h1m the memorandum and then d1aouaa 
it with him •••• 

We can get agreement. But I ' m Just trying to 
eave t ime. If he's going on the 15th, he's got -
begi nning v1th Monday, he ' s got 10 days . And I'm 
trying to - I vant to get it over to 111m ao that 
he w n•t ... . 

.About two or t hree of t hose are ta:ken up by that 
royalty. 

t 

... 
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Right. Yee, the Sth, 9th, lOth and llth are 
taken up by royalt7 - 8th, 9th, l Oth and llth. 
So I '• trring to get the thing to h1a to110rrow 
and then we ooul.d ocntinue 110r1t1ng to get our 
memoranchua and trr to get an agreeaent. But I '• 
e1noere about this. I oauld Juet e1 t back and 
•AT• 10h well, we'll aend thie • •• • • 

What :rou want to do 1a get a letter over to him 
betore 1t 1 e too late, and be vorlt1ng at the ae•­
orandua 1n the meantiae. 

Right. • 
That'• all right, I didn't •• •• 

I th1nlt that' a a ver:r good prograa. 

That has the turther advant!f! that 1t there 1 a a 
ohanoe that the letter doeen t bring reaulte, 70u 
alvaye oan tollov that whenever :rou th1nlt it 1 a 
appropriate with a memorandum; ao you're not 
lo eing an;rthing. 

It he hae me tor lunch Mond&T, I'll preaa h1m tor 
an CIP01ntment. 

I think that' a a good 1dea. 

I vae reading thie tourth paragraph. I th1nlt one 
ot the thi~l he might 1&7 on reading that - "What 
doee th1a - bow oome that :rou prognoaUcated 
80 b1ll1on dollare eome monthe ago and nov :rou 
ea:r it'e ~es1blet• Well, ot oouree, we could 
detend that 1D convereat1on. 

We didn't, though. We didn't ea:r an;rthinS about 

••••• 
I ltnow, but 1t got around that 1t waa v1ahtul hoping 
and all that sort ot thing. 

No, 1t eeema to me, Mr. Delano, that all we said 
vat that 1t would talte an 80 b1ll1on dollar 1ncome 
to balanoe the preaent outgo on the bat1a ot the 
prellnt tax etruoture. 
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I think we went a l ittle further than that. 
got the impreee.ion trom RWDl. that he didn ' t 
it at all u an impoaeibil1ty. 

I 
regard 

:95 

Next 1ear, 1n ·~t Goeh, I oerta1n11 didn't g et 
that impression. 

Ot course, it's predicated on a good many •ita. • 
He mq have been talking about t1eoal year ·~ 
and not the calendar 1ear ot ·~. 

lfell, I would U .ke to continue, as I aq, working 
on the IIUimorandull. And 1t :you people oould dratt 
the letter, III&Jbe today circulate it around, and 
then get it over t o b1lll tomorrow morning ••.• 

lfaa it your thought, Mr. Seoretaey, that in the 
letter we follow up - that we tie back to the 
December statement, sa:y, •we are convinced there 
is a grave s ituation and th4t t here are rundamental 
maladJustments that should be corrected; we do 
th1nlt the1 can b e corrected, 'ls 1d like to have the 
opportun1t1· ·· · " 

And send h1m a COP1 of t he December memorandum. I 
think that ' s very important. I think that that 'e 
veey important, to send h1m a copy ot t he December 
memorandum. 

Retreeh h1a memory. 

Rather than to make certain that we are 1n agreeaent 
as to the program or action, 1t ie i-ediately more 
important to agree upon vnat the p roblema are. So 
rather tnan to ask ror a conterenoe to !1nd ways or 
correcting the situation- that's the second phase­
I ' d rather ask tor a conference to explain why you 
!eel this way. 

Set forth tne problem. 

Bet rortn t ne problem, not come prepared with a 
solution. Then we can attempt to agree on t h e solut i on, 
which we haven't yet . 

Regraded Unclassified



I 

t 

• 

!!.M.Jr: 

smith: 

H.M.Jr: 

Sllli th : 

H.M.Jr: 

Yllite: 

H. M. Jr: 

Eoolee: 

H.Y.. Jr: 

Eccles: 

K.M.Jr: 

Eccles: 

H. M.Jr: 

Eccles : 

K.l!,Jr: 

:ss 
- 24 -

That's right. I s that all r1gbt with you, Mr. Bmitht 

Yes, l"ea .. 

For instance, on this th1ng.. .. Were you going to 
ae.y someth1ns' 

I was going to say, I think if we agree on the $1)proaoh 
here, that then we oan get at the memorandum, whioh 
aeems to me to be t he important thing. 

Well, I 1m available Honday morning to work on thie 
rurther. 

Then we'd like to adJourn, it it'e all r1gbt w1tb 
everybody else, to begin working on the letter right 
away, because teat might be a difficult •••• 

But there's one thing I 1 d like to get over ¥bleb I 
don 't think is here, for you people to think about. 

I 111 be available 10:30 Monday morning, if that ' s 
convenient • 

or course, I do~'t -I ' m likely to have to be up on 
the Hill on that Mead bill. 

All morningt All dayt 

Well, it's either Monday or Tuesday. 

Well •••• 

I'm not sure wn1ch. 

Vall, if you 'll let Gene know, I'll adJust myself; 
I'll make i t e1tber Monday or Tuesday. 

Other than that- if I don ' t hnve to go up on that, 
why, I can . ... 

Now 1f you men - I ' d like to get one thing over. I 
don't know whether you'll agree. I'd like to get 
something into this memorandum about consumption 
ot tood and surplus cotton, aa opposed to constriotion, 
seat 
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I wonder if we couldn 't - th~t is partl r taken care 
of in the proposal or suggested changes, but it could 
be worked in here br saring th~t one or the mani festa­
tions or that basic maladjustment is the pursui t of 
a pol1cr of constriction rather than •••• 

I reel very, very strongly on it. I don't know whethe r 
rou people agree with me in the room here. But I 
mean you can take Arkansas or Teltll.s, any one or those 
States, and the reduction 1n the cotton acreage and 
the throwing people out or work and the fall1ng off 
ot t he cork business and the steamship and the rail­
roads - it just multiplies and multiplies; and a 
third of the population is affected by the price of 
cotton. And what we know now, I think, is correct, 
that the farmer gets just as much moner f'rom a small • 
crop as he d oes from a big orop. And I don't - I 
mean we're not taoing t his ootton problem. I t coats 
ua what , 50 million dollars a year to carry it? 

Fortr-tive to carry just the cotton alone . 

And I feel that on that front, of eating our surpluses 
and wearing our surpluses, we could get some>mere 
very fast, and i t's just a question of changing 
the mental attitude. We 1 ve t ried t his constriction 
now for, what is it, six or aeven y ~ara , and haven' t 
gotten anywhere. 

Ot oourse, I agree with rou tully that a policy of 
restriction or the producti on or wealth ia a 
defeatist policy. It may be all right as a temporary 
emergenor to meet some s i tuation; but to adopt i t as 
more or lese of a permanent thing - i t Just doesn' t 
make s ense. And when we have a lot of unemployed 
people, of course, that ' s a corollary; ther work 
together. One creates the other. It ' s di fficult to 
aoy to what extent one affects the other, but we 
know certainly that a lot of unemployed people i s 
a question of a restri ction 1n the product i on of 
wealth. \fhen you 've got a lot of unemployed peopl e, 
rou j ust fail to consw:te and produce wealth. And 
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it ve oould approach the problem from a standpoint 
primarily ot getting buying pover to peorle, ue, 
the question ot the coneUI:Iption ot cotton and the 
citrus fruit products and innumerable tood producte, 
euch as butter - just think ot the amount ot butter 
that's piled up and t he number ot people in thie 
country that just eat oleomargarine; there's a 
t:ypical ease. And 1t we think ot 1t trom a stand­
point ot purely people and having buying power, ot 
their ability to consume, it seems to me that then 
our cotton problem vould certainly dlm1nlah, juet 
as a good many ot our other problema would. 

It would help tho savings problem too. 

Vall, it would tend certainly to - there vould be a 
bigger outlet tor saving• in expansion ot productive 
tao111ties, it people could buy what is produced by 
existing taeilitiee. 

Well, i f I could eupplement it - I mean it seems to 
me that the a1m ot th1e Adm1n1etrat1on is to raiee 
the national income to SO billion dollars, on the 
one hand; and then we spend, I think, Mr. Smith, some 
SOO million dollars to pay the tarmere to grov leas 
and to tighten everything up. The two things just 
don't make sense. And what I 1d like to have the 
President do is to taoe that issue. I mean thie 
idea that a 17 m1ll1on bale cotton crop is a ouree 
and t hat a 10 million bale crop ls a blessing - the 
two things seem to tte to just clash. And in the 
agricultural tleld the rood and t he clothlng and the 
cotton and the things that ve grow - I ' d like to 
see all restriction taken ott and let nature take 
1ta courae. 

And the only time we have been euoeesstul vas the 
two years - I think I 1 m rlght, George - the two 
years we had a drouth. And ve slt here •••• 

Nature dld take lte course. 

R1~t. \fe s1 t here, try to plan this thing, and 
we ve got thla - I don't know what proportion ot 

# . 

.. 
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the wealth ot the country 1a agriculture, or oomee 
from agriculture ••• • 

.:ss 

Proportion ot national. income rather than wealth. 

Vall, it 1 8 a. nr,- large proportion, And it 1 s the 
8a.DI8 thing - tha.t the,- 8 till ha.ve no pla.n - a.nd I 
think I 1m right - ot how much land Mr. Ickes will 
put under irrigati on and bow much land Mr. Wallace 
will take out ot producti on. They're not dovetailed 
still, a.re they' Am I right on tha.t ' 

Yea. 

I vas a.ma.~ed to hea.r - somebody thought he ha.d a 
bright new idea the other da.y a.t Cabinet when they 
were talking about taking the land ot North Dakota 
out ot production, putting it into gra.~1ng land -
trying to decide wbether Interior or Agriculture 
should do what they wanted. 

It it belonged to Interior, they wanted to irrigate 
it so it produced more; it it belonged to Agriculture, 
they wanted to take it out of p.roduotion ao it would 
produce lees. 

It we could get something on this problem of produc­
tion and agriculture, not Just say tha.t t hat's acme­
thing tha. t belongs to another world •.•• 

I think you've put your finger on the nub ot that 
problem. I'm wondering whether it belongs here or 
rather in the next memorandum that follows, as to 
wha.t suggestions you have tor taking oa.re ot this 
situati on. We might weave 1t into thia • • •• 

Oh, not in tomorrow's letter. 

Or in the memorandum upon which the letter 1s baaed. 

The difficulty I see with tha.t - t hat's only one 
aide of it. I mea.n it J OU1re going to touch cotton, 
then you get into the queet1on of taritte. A good 
part of the ability to sell ootton depends upon 

• 
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our w1llinglleee to eell it to all the oountl'iee 

or the world that need 1t and to take their goode 

in pqaent. 'l'hat geta into a tarirr probln, gete 

into an exchange probl•. 'l'hen JOU get into the 

question ot labor. 'l'hat raieee the queetion ot 

the wages and houre and labor relatione. 'l'he:r ' ra 

both ot a reetrict1Te t1J)e. Vhen :rou •a:t a aan 

can ' t work more than forty hours a week, that's a 

reetrictive - Just t he ea.e kind ot reetr1ctiva 

policy as the cotton policy. And t hen he's got to 

get a certain wage as a m1.n111wa. 'l'he lobole thing 

1e involved in the question or a managed economy; 

and we ' ve managed a part or it without any relation­

ship to the part that we don't manage. And va 

haven't got the power in our political system t o 

manage any or it, aa a matter or fact . 

\fell, 1f :rou tellova could Just take a bite on 

agr1 culture •• •• 

That's a pret t :r big bite. 

I t 's a big apple. 

Well, couldn ' t it be stated here as one ot the 

problema under 5, ma;rbe t 

We ' ve got agriculture as merel :r one of th e basic 

problema under (c), but we could spell it out and 

make 1t a separate one. It certa.1nly i a ent itled 

to that . 

You have it under (k) too. 

But ve could apeak ot the pursuit ot the pol1c:r ot 

restr i ction and ita essential paradox, which hae 

been pointed out here - a ridiculoua paradox. 

Vall , again tollov1ng - I don't want t o talk too 

much - take the question ot the dair;rmen and their 

aurplua milk. 'l'he pol1o:r 1a to buy the butter and 

store it. I ' • trying t o get Mr. Wallace t o aay 

tlu1d milk is a surplus and take it and put it 1n 

the ato~~aoha ot the undarnourhhed. I thinlt 

people- I think i t's a queet1on of getting ava:r 

Regraded Unclassified



{ 

( 

{ I 

Eccles: 

H.M.Jr: 

Haaa : 

H.M.Jr : 

£cole a: 

H. H.Jr: 

\lh1te : 

Eccles: 

White : 

Eccles : 

Whl.te : 

2Cl 

- 29 -

from the policy of restricting it and not consuming 
it as against the policy or eating it and wearing 
it. 

Of course, the reason moat people don ' t eat it and 
wear i t is that they haven ' t got the money to buy 
it. 

II' ell, in Boston, on the fluid ID1lk th1ng, t hey worked 
out something that looks avtully good. 

Increased consumption 8 to 10 percent. 

By reducing the dietribution coat to two and three­
quarters cents a quart . 

It they reduced the coat- that's one or our con­
sumption problema in eveJY line or activity, the 
holding up or h1gh wage a and h1gh prioea. It ' s a 
price policy, too. 

Don't you think we know that all these problema are 
problema that we are confronted with and one i s -
t he whole thing is extremely complex - that about 
all we can deal with here, without getti ng into the 
whole realm of the economic d ifficulties - that 
primarily we are interested now in meeting the short­
range situation, becaus e the other 1a a long-range 
thing that • •• • 

I vant to do both, Marriner. 

They are not mutuallY exclusive. In tact, they 
supplement each other. 

They supplement each other, but what can you do with 
the labor problem, with the agri cultural problem' 

Well, there are some th ings that can be done. 

And the tar1tf problem. We know t his next year 1a 
an election year; these problema are terribly 
political. 

You wouldn ' t take the posi tion that because these 
problems are dif ficult and complex that we can't 

• 
... 
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do something - we shouldn't do something about 
themt 

We ought to point them out, but I think the only 
klnd or a program 70u can get nov 1a a program 
that is politically feasible. Tbat 1e a question 
ot what are t he practi cal thinge that you can 
do without sn)'ing that that meets the entire 
p roblem, beoauoe I real ize and I agree tully that 
we have all or these other problema. They're 
innumerable, and let ' s r ecognize them. But 
certainly you can 't start at this s t age - it it 
had been six years ago and we had recognized them 
then, I' d say let's start on the whole thing; but 
at t his stage, v1th Congress about to adJourn, 
with next year a Presidential election year, I 
think we can point thea out all right and let the 
President t alk about them 1t he wants to, but I 
think that it we're going to preYent the downturn 
next year and it's going to depend somewhat on 
political, on Congressional notion, then we 've 
got t o think about what ac t ion ie politically 
feasibl e, because to talk about something t hat 
isn ' t politically feasi ble is Juat waating our 
time. 

Well , I' d l ike to get this over to h1m so that he 
has something like this in oaae he gives another 
talk, with the hope that be ' d have a good dooument 
like t his rather than some or the things he 
expressed in his Retail speech. I think it ' s up 
to us to give him the beat ve can. 

Well, Mr. Secretary, isn't the probleo something 
like th1e? I mean we can disouae these economic 
aepeots or t heoe var.lous problems here at length, 
but tirat we are to prepare a letter tor you 
vh1ch v111 introduce the problem. 

Which the tour or us sign. 

Yea. 

Secondly, we are to dress up tbie memorandum as a 
basis perhaps or discussion a.nd handing it to him •••• 

. . 

• .. 
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'!'bat ' s right. 1'1na. 

••• • at the same t111a. And then later, a.ttar that, 
it the President eaye, "I ' d like to have you tell 
me now what a program or ac~1on 11.1ght be, 1 then we 
can come into all ot the praot1oal aepacto ot the 
probl811 trom the standpoint ot politics and so on. 

Ia that all right, Mr. DeliUlot 

Yea. 

Well,· can you gentlemen get ua ao11eth111g that the 
rour of ue oould sign tomorrow, aaybat 

I think eo. 

That's a latter to the Preeidant. 

Yea. 

Just a letter. 

I have engaged myself to go away at an early hour 
tomorrow morning. 

Well, maybe they oan get it to you today. Let them 
get it to you tonight. 
. . 
I 4Qn 1 t think that we ehould attempt to get a 
meeting neXt week with h1m because we won't be 
ready w1 ~h a memorandum. 

I 1 m wondering whether 1t 'a clear vbat the prograa 
1a, Marriner; that the latter ie only to get, ae 
I understand it, an opportunit7 to present the 
memorandum and a dieoueaion of the aepeote, but 
not to say anything about •••• 

I understand that, but what I mean - what I'm pointing 
out 1a that in th1a latter to him - what it he should 
aay, •well, come over Tueaday1 or •come over •••• • 

Aren't you ready to 
You ' re not going to 
going to re00111111end. 

d1eouu these things Tueedayt 
say anything about 'llhat rou 'ra 
Ir the President eaye, 1 Vhat 
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are you going to do about itt• we oan 8&1 1 
1!bat 1 e 

what we'd lU:e to go to worlt on right aW&J. 1 

In other words, all ve expect to do - th1e ia the 
memorandum. 

That 1s my understandi.ng ot vbat you wanted to do , 

All right. It we've agreed, then, that thie ie 
the memorandum, that 1 a all right. 

With some further minor ohangea. 

I th1nlt it lCuld have to be done next veek or not; 
at all. 

I didn't a.aeume that we bad agreed upon the aeaoran­
dum as a bas1e tor d1eoueaion, but it we have 
practically, why, then • • •• 

For diecueeion, without - I think there are certain 
things in there which I t«)Uldn 1 t agree to peraonally, 
but I'm willing to go over and see h1m ani laYe an 
or al d1ecueaion with h1m. And I thought that's 
another way to short-circuit th1e thing - I aean to 
f ind a abort-cut - that's vbat I mean. Vhat t Gi ve 
ua a short-cut, huht 

Be very helpful. 

o. 1. And, Marriner, you're to let ua know whether 
you're available Monday or Tuesday. 

lCea. 

' 

.. 
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•• er are ....,.ratlDI •l• -. rleeal u4 ... .....,. 1.~ 
.,,_., , _.., u.a• sb- u 1~~t1e u ~ .,..,_.. ter 
Mrk" ......... , ....,.. tiM een , .. ,..,.., 

2 . ftleJ alH PIDIPlM tM peld.Ult7 Df a 4oa-

\.re 1e ... u. •• """'"' ... ,_ ..... f//1 1,_. 
J , PH wltll a ........ ,........_, 1e 1NI111Ha tM 

••phJ• a• ,,..,,_ •W ... lila IUataaUallJ uneran 
rr.. ..._, u 11 .... u.- ao ,., •• , r ' 1e -.u ... tiM 

_._, If U ,., .. •W leei'HID ....... If tile • a =1 

aatraUae 18 t 1....,. •l'PlJ ef aora Ulu lilalf..UD-.a 

Je&r, u 4 ._. ... f//1 ••t"-& h*Ml .. U&l •llallla. 

~ . ftre 1rra•uu, fill ..,. -~ ta reaall .,.. •La­

tala .. ,. till ... ,,, oiiJ .. u-. ol u 110 ttUU• MU-1 

111••• 11 ... ta tile ul•'•" at aert&lD ,.. ..... ,al 

..ta4~• ..... • will all lllln ..... ••"'•liP laC· n 11 ..,.. an& 

aoH appar•t ,,. t a pret-• allaep ia - __ _, llae 

\aklll pla11 eieee , ... to•e. 

:5· ,._ ar \M -.ele oba .... wll.lell e.ra part1J r ... 

1poneUtlo tor tile 1e .. r 1 .. 11 of ••lloea .. u ... u, .,_,,,. 
the JO'• a r e ,. tollDWII 

(a) • • lla•• tor \ be tln t net&la" par i,. 

la .... lllletarr a wal ... at •••ina• *'•" at • 
111&11 1*'•1 fl/l MU~ 111•- 1a e~~t~d4eralll1 1a 
uaHa a t U.. preJ'na•la .. nate t or ••II n•lae•· 

(•) C<ll',&ia lal"'a ,.._,rlle arpari_ .. ella 

-J• pertl• et ,._, up&~~alM ariel 'ba 20'•· 
'hiiH ..... - raeallal a ...,._. at .,.,.,., 111U* 

eUIP1••• til• a• peteaUal ntlata for lal"'8 

.,_. • at ••• •••U.•· ftr,..tl •• mrpeot a -
Ua.,. ,.... .. at _. at '-'-•• u••tr1al ella ra\e 
t>l un.~~alH aa4 tM .-ao1eta ••1 ... aJ' aa• ..... , ... 

t1111 Will attet>..- aU1 " Mala 1111 tll&a it •• la 
.... to• •• 

(a ) ... ,, tlff1oeltiee la oert a l a taportaat 
\adeatriaa *lell far epaalal reee111a .. eat pre9lla 

11aa 1'17 •• iJipertaat aa •t1et for aa'J)ltal •• tlle7 
.,. 111 prler .s ....... · ·•· .... u ....... aarln\wra. 

. .... 
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(4) fte rate et pep l•U• 1MPeUe bat be• 

nt .Ia lllalf •• , .... ,... wU.II tiM 20'•· 

(e) TIM w1rtul. ..... u .. of terelp 1awen­

a ent wll1ell 1a tlte <'01 1 Me-te4 tor allo .. ene­
half ltUlloa a , • .,. 

(f ) State aad looal bo«l .. wlliell la tlae 20'• 
prort4e4 an eutlet tor •••l:r or .. .,.17 a ltUU• 
dollar• a ,..,. bawe 1a ,.,... 7ear1 aetul.l7 ad ... 

a llUb to tlae ftrreat .. 1_ et •••laC• thf'cMIIh 
a aet ,..._Uoe la tlldr .. ht1U14111f 4eM. 

(I) Gbarp17 ourtaUed expendltare on •-­

r retU ~rlwate INlldlll&, 1. •·r ,...,.,b .. , •1••· 

uhereUJ.ee, •••· Ia tiM 20 1 tiMet aoo- te4 
tor a belt lt1111• to a ltllllon .. llare a ,.,,. 

aa4 tiMJ ... are le .. than lOO a1111oa. 

( ll) 'ftle alaok o.-..hd b 7 the IYtr - pr o<haoUM 

of oo•ll'o1a1 ftUU..t 1a tile late 20 ' 1 wlll • • 

be t aken _, tor ••••ral ,..,., at laaat . 

( 1 ) TIM tf'tJI4 of h ohaOlOifloal lhiDII a.er 
avoll or ladtl1tr7 bea been 1a the 41reoUoa or •·~•­
nee4 _, et aapltal eoea.-pU• ,.,. .att ot 

CMitpd. 

(J) The Poderal, state and leoal co,..._.t 

t ax etraoturee •o• derl•e • F .. ,.,. oroportl• II 

total r~Yen•• rr .. tax•• tlla .. rtall oone.-ptl .. 

tba• •• trae la the 20'•· 
( k) fte IIPl"• ,....etlon II ••tal• torelp 

urltete tor l.llportaet ei!'Ptrl e.-.pe, •·I•, oott .. , 

.aoat, tOlt&ooe and .... pr.t•ete, and tho tall.,.. 
of t oral&a trade 1eaera111 to re•l•• t o till ltYel 

or the 20'•· !be oartallaent er the .. •rllete 1e 

&et ae t o t eaporarr taetare. 

(1) 'ftle eu .. u .. h ...,...,.._. 1t7 tbe taot 

that tiiNe wt.o bawe ar eontrel tile Mt1•'• •••lnc• 

are 4ef1aU.el7 .. ,.. t1a14 1a ... ertallia& ftl lM .. 

rll lt ..... ,.,.... Tille 1atrea ll.llf -•rta1atJ, botll 

H O-lt, ptlltleal ... 4 I OOld, wllhll Ml Ollar­

altW'he4 tbe pa.et 4-4e 11&1 _ .. peeple ..,.. 

ooaaerwaUYe 1a lto\11 IJI~tndltve on 00111-r coot• 

:.cb 

... 
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... 1a Ule laftota.- et tMlr •9'11W•· 111 aMl.-
tloa. ,..,. taa Rll..,a .... laa._ ... u ..... .-

wt•ll '"' 20'•• Ullu ..... lal U.a ••• pretUa loft 
•• •~~a U.Hter or W.lMoo eat..,.._ aa& ••r•­
lt1 1a .... ta., ..... ...-.loa ...,. ~u .. te 

•dtrtuo ruu. 

' · fto laUe& statoo lo .... ,, .. 111 '" recan •• 
\he obae ... adlll't at 'lit .... _,. ftt a4Yu ... f lpou 
c_,r1 .. baft ·~1-.& ,..,. ....... , .... ,loa at .. -. 
lth t or tllelr MY1JIII•• a- at ,.._ llaYt ,..,.raru, 
• •l•t& llllelr prtltl ... _, ..... , ....... , .,. ..... tbae all 

lb• ao• 1A411t ,r1et at 'lit put pwlt& o01111lat4. 1. • · • 
anaaaal 1 . .. ooapllaaa\arJ lnd11e\rha. la •- at \baa 
tile proll1• •• lteu ree4ert& lt ..... ,.liT tlte tan , .. , 
\lltlr \u , ,..,..... llaa r .. llllltt& la a U ••al• et a laraw 
por Uoa et polonUal an1111• ••• l alo oono-.ptL•. 

7. At a ooneeq•oaH or \II .. • lla.ta ob•nat• " art 
ratt4 •ltb la...t\alllll\7 of a 1•• na tional lno ..... 1••• 
e1\ller or both of \lie tallnllll bapptal 

(a) Tille 4e•al.,.aat tr a ppeara- of aetflalan 
l n•••••-• oat1••• \o altaorlt \be • • •1 ... at a ~~~ 
•••loaal lat .... 

(It) All 1aaraato4 preperU• at tile nat~ 

lao- lo . ,.., aa o••-•• ~"'~'• \lltrtltJ rt4wo 
1111 , ... ftl- tf l&lo t.Bda aa4 l.aoroaauc tilt 

prtt1\altla oa\1••• tor •••lac•· 
8 , hnlal •• dlo lltlt4la .. aU-.&1• \lltrt art 

_._. 1a41oaU- u.a• \M pre..,..eU tor •M\aaUallJ 
laaroa~e& .u~ 1a- 111 19)9 ... 1,-o e ra .. , , .... 

'rhera art '" •1-dt 111 •II• plal.re *1tll art 

llollllatu 

( a) liiYtlltOtJ ra ... Uoa llaa ~tea p reett41• 

t or ·- .. ,.,bo ... a •••eaUoa er ....... 1 or tlllt 
\raa4 ..-14 1tt a .,~ .. •• pr t4wt,lon. 

(It) bpen41Urt • oona-ra 1"4• •• MM 
aalatalat& 4eapltt tbo 4H1111o 111 '-•1• ••• tO'l•llJ. 

'Z.O f 

• 
~ .. 

• 

.. 

.· 
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oa tiM ottaer ol4o of •• -le\wro ara -. follewlqt 

(a) fta ap..,.. *l* _..,.. la 19)t reauH 
na ,-Jr la DMrnbr• aa• au .. \tad U• •• 
l nol e1 llllrl••• aothny llaa •• u--•· 

(11) •• olplt1aut la.,.eaao la \tao Ht 
oontr1wUoa to llltFllll .- 111 '"• rneral 
o ....... .. , .... ,. \llo oalo,la& procraa .tll 
ooawr t bU JOal' u4 a ,...,.•U• la uUalpa\ .. 
1a tlla fOIII'tll qwan ... 

(o) t!Mra la 11Ulo Malo fer •• u:poeta­
Uoa ._, av orperta la 1939 aM 1,-o •Ul 
•••• .. tllo l9JI ln•el 4u p1to tllo 1•ro•• .. 
• .......,., ,,. .. ,.. .. ataroa4. 

(4) a-1ac HU•Ulu al)peaP \o Jaaft 
roaollo4 a pla\oaa alld ttaaro 4ooo a.C ••• to 
'bo 1U17 preapoo\ ot a twrtllor •rk .. lJiereaao 
of 1IOIIa •••tnatlOII. 

(o) Jo ••••aaual lMreaaa la ra1lroa4 
a qul,.ea\ llllF111C ou lie anUolpd .. 1D tbo Ml· 
.... of tile Joar. 

(f) fllaro 1a 11Ulo praopoot of aa upaao1ca 
la .-.u. w\UlUaa . tbr prooot~\ oapaol\J of •• 
ladlaatrr 1T ·~•• to •••• \lie ..... of tile 
•-'"' .... a Ula a a o4wa\o 1a-u la ·\lla lo•al 
of wolaooo aot1•1ty. 

(a) leop l\o Clio l.aer••• la or4oro for .,..._ 
aod T '--'11 .... uo ... f,... ataroa4, tiM llaa~ 1a-
4uU1ao are o\Ul ._.,... .... 

(ll) fbrro 1a ... 111 .. lJI \110 pftTpoflT Of \lla 
asrl .. l\arol T1\aa\ia. to JaotlfJ \llo ozpoe\a\loa 

''*' l\ will .. pplJ' a otl-.laU .. 1aflu-• • 
Jawo l aoaa aot1•lty. 

(1) ttaoro 1a a rartlaOT' pellUoal f••••• 
•-17, tlaOT'o w111 p..-.1117 4otftlep a a\r-. 
t•Ane1 • tlla sa" of ow\ala .,... .. '- ,_.... 
tlla praapoo\a of ~late pratl\o 1111 pootp011llll 
8117 lft'oa\Mah W pleat oapaaolOa UtU art• 
tile aloot1•• 

• 

:oa 

• 
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9. iYn 1t ••• le a 1104wato 1Mro .. o 1a bao1-
noaa aot1Y1t7 MZt J&ar tbe .. ~lo,.aat a1\.at1oa will 
'bo aubatanUallJ tho .... 1a 19110 aa U h aow, 

:.cs 

I a 19 37, 35 aUl 1• porMne wwo .. oleJo4 1a -
-.rloul tllral ~roaUa , f ocl&J l o .. tllaB 35 181111• aro 
ao .. ploJod. l:llaJ'lac 1,-o we allall bo 4o1JIC well 1t wo 
•Cal" roaoll tbe Yol- of .-plo118eftt of 19)7, wboroaa 
t ho ftOft- &erlolllnral worklJIC pepalaUon 111 1 9110 •111 bo 
about 2 a11Uon c reator t han 111 1937. 

ln add1Uon to tlllo u eaplo1180ftt altuatloa 1n aon­
"if'lolllt w-al llaoa, thoro 1o ll:aoWII to M a awrplu labor 
orvppl J oa ,.,... porllapo aa larco aa 1.5 IB1ll1oe • ork111C 
, oraona Chat aoo4 t o ah1tt f r aa faN1 .. lato 1adaa tr1111 
opportaaU1oa. 

In •1•• of tbo t aot that th«ro 1a no o•pootat 1oft tor 
aore than a a oclwato rho ln national lnooao t or tba nut 
f 1rtoon aoetlla, a nd 1n •1ow or tho fur ther faot that a 
4 .. 11no 1n baa1Maa aaUYltJ ao" u .. o dur1q tho aut 
f1fteon aon\ho la a poaa111111\J, and, a oet laportant, 1a 
Ylow ot t ho con•1ot1oe that nata lnol run rooonr7 1o 
1apoaa1blo aaloaa aotlon 1a taken t o oorroot bae1o aalad­
JIIthaonta & 

Tllwo 1o c oneral agre-nt &80ft& tho poroono ... ,.,., .. 
t o a bo•• that a ooeprohoaal•o prograa or aotloo ahaald 'bo 
1n1t1ato4 at onoo, aa cll aot1oe to bo doal~nod t o aoooepl1all 
two thlftCOI 

1. llako aoao lllportaat oontr1~1on toward tho 
el1a1naUoa ot. t ho 'baalo aala4Jatt .. nt t 'lb1oh atan4 
1a tho -7 ot a autalno<l t'lall rHoYot'7 . Tbouatl tha 
t'lall offHta of tlllo prOCft• will ... 'be f olt lor 
.. .,.oral J& a re1 U 1o Y1hll7 1Jiportant that n ob a 
pr Ofll'a.IB bo 1aU1ato4 at onoo tor two rou oea : 

(a) I t will t oo a lone t1ao bot oro .. ab 
a procraa ooald bo worko<l oat aad p11t lnto ottoot . 

( b ) n 1o laportant to -u clear t o tbo 
pallllo that thla Adala1otrat1oe raoocataoa U. 
onatonoo of baalo .. ladJa.at aosa and will take 
atopa to oorroot tb .. , that 1t will ~all t owarl 
a tarthor oxtonaloa or ••• Deal prtnolpl•• aa1 
wlll a 6opt a eaa11reo doa lgnod to 1naaro t onc-tera 
an4 a11atal nod proaporltJ. 

: 

Regraded Unclassified



.. 

210 

- '-
I. & ... .,_. at t..tll• te ao,loa 4oasr.:: So 

laoaN a •otutlall7 laonooo« MU-.1 --
la 1,-ct ..,. So ...... , •• oplaot She po .. llllll" ot 
1 ollarjl ........ lll '*•lao•• .. rtac U!o Milt Ill .... ....... 

..,_ of tllo .... ,... ohlob oaa llo ..,.ortalrea 
'o oorroot baolo •la4Jao\MUo ooa llo lalUdoC 

lUI nrnoloat r~~pun, eo rlloo ate •Uo .. l ta­
- la 19ile). 

It to U. laoNaoo la aaUollll l- Oa• t wo11U 
noaU '"• ••-• ... ortaMa 'o OOPNat lloolo 
MlMJM'-h tlloft M aclt.C She h.rtllor laoftoooo 
to u. aoU•ol taooao •111* woiWl "oal' troa ........ 
... oltlooll7 4od•o« So laonaoo la 1~ llrYeo._.t 
oM ••••n ... o1 -.. aa laoNaoo la 01o • Cla-.1 
sao- of ~UIL• or 10 ceo llo aoRN4 ,.., aod ,.ar. 

fteft appoaro ,. M paoral ..... _, la Silo 
poap aoaU•o« alia.,. Sla•' Ooacreoo llloaU _, ••­
Joara nUl aa aUq•le tr..::• laao Moo laoapra,o4. 
Or, U O...noo 1e to a4 oara, u eoal4 to oo oalF 
olUI , .. aloUaot aMon .. tba' n ooul4 ro-
••••ao after a ohort ouauoa pra .. ro« to leal •ltllt. 
SMIO aaJor proltlo .. , ·- Of wtlllla ban kea MfoN 
•• tor a J.-. uao. 

I 

.. 
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