
sr orttary or St~tE , 

flaehington . 

779, JUnE 5 , 6 P• mo 

GRAY 

London 

Dated JUne 5, 

Rtc ' d 2:40 P• m. 

FOR TREASURY FROM BU'l'I'£RWOR'l'Ho 

Ont. ThE ChancEllor or tht ExchEquer today madE 

anothtr statElliEnt in the HousE of C01m11ona regarding thE 

Cztoh gold affair. HE Emphasized tal that the Bank of 

England in holding from timE to timE gold or caah 

balances to the ordEr of thE B. I . s . has no knowledge whether 

it holds in fact thE abaolutt property of thE B. I . s . or 

whtthtr it is in wholE or in part for thE account of othtra 

and (b) that lEgally thE British Govtrnmtnt ia precludEd by 

tht terms ot thE protocols of 1930 and 19:56 frCII1 taking any 

atcp by way of lEgislation or otherwise to prEVEnt the Bank 

ot England from obeying the instructions given it by ita 

customer, thE B. I . s . 
Simon avoidEd answering thE quEstion whtthtr hE would 

makt representations to tht two British directors or thE 

B. I . s. that thEy should go to Be.atl and ask tor a rt• 

consideration of ita decision and merely said that hE did 
not 
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not want to 8££ thtst assets S?inS to GErmany because of 

the conquest or Czechoslovakia. 

J.lr , Ptthick LawrencE (Labor) a llked wht thtr 1n future 

hE cannot undertakE to 8££ that tht policy of tht8t British 

representatives on matters of higb international importance 

will be 1n accordance with the policy of His Majesty's 

Oovcrn:nent ? 0 

Simon replied : "Mr. LawrencE shows somt contusion 

when ht spEaks of British rtprcaentativcs . They arc not 

British representatives in tht relative sensE. ThEY do not 

rEpresent the British Government and do not rEpresent 

British policy. They art individuals who by virtue of 

their officE arE members of the directorate ot the a, I . S, 

and I really cannot bE asked to undertake what their policy 

will bt . • 

Mr. La-..rtnce further aaktd: "dots he really mean to 

convey that thE Bank of England ~s to bE r.UowEd to have 

ISircctors vtbo act o.n thE a, I , s. on matters or high policy 

contrary to the pol icy of His Majesty's Government?" 

Simon replied "when an international bank located in 

Swi tzerland has ita directorate, the members of that 

directorate must act according to their authority and judg­

ment and thEy do not gtt that authority from the British 
Gov E l'lll!l£ nt • • 
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oovcrnmcflt , "' 
Two, Due to the ditticultica in negotiating the Anglo-

Russ1Qn alliance thE giltEdgcd market was weakEr, war loan 

cloa1n5 5/8ths down at 95-1/8 , Bri t ish equitiEs were 

still firm and strong, 

Tbc forEign exchD.nge marlcet wae tairl;r quiet , ThE 

dollar uas offered and the British authoritiEs bougnt 

dollars trom time to tim£ at 4.68-7/16 -- 15/32 - - 1/2. 

Thc;r acquired a couplE ot million dollars . 122 b~s were 

sold at eold t1x1ng at parity ot which 52 were married, the 

Britioh fund supplying 23. Pixley and Abel as well ao 

So.mucl Uontagu were purchaSErs. 

WWC 

C1ll 

01V I 3:l3R 

f-~1 II M•ll 

II OIU1ll) n~J<A JII 
.. ,. "" ... t. 101!1'() ........... _..., 
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EG 

sccr ctary of State , 

\1aahi ng ton. 

~065 , JUnE 5, 5 p. m. 

FOR l'llE TREASURY. 

GRAY 

Parle 

Dated June 5, 1939 

Rec 1d ~ 135 p. m. 

Spc~ng before thE Executive Commit t ee of thE 

RBdical Socialist Party ycaterda, Dsladitr GBVE figures 

in i~~ustration Of tnt general improvemEnt in thE finan­

ci al and economic situation. Notably ht pointed to 

higntr tax revenue resulting trom mort Effective centro~ 

and savings of thE Treasury resulting from reducEd short 

t erm money rates. Ht also pointed to the increasE in 

· t r ade r ttlcettd in thE production indEX which had passed 

f rom 90 in January to 96 in April . Tht adversE tradE 

bal ance of thE first four months ot 1939 was hE said 

25 per cent less 1n nominal value and 39 per cent less 

in go~d valuE than for thE same period of last year . 

Ht expressed thE view that had it not bttn for thE 

inttrnBt ional crisis thtrE would havE bttn a really 

brilliBnt rcviva~. 
,In LE TEllPS 

• 
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- 2- 11065, JunE 5 , 5 p. m. from Paris 

lh I£ TEh!PS of today Fr<dLL'iC JEnny r~fErs to th£ 

controvErsy now raging around thE B I S and obsErvEs 

that nEVErthElEss this institution rEmains "a first 

olnss obstrvatory" for thE study of dEvtlopmEnt 1n 

1nttrnational currEncy and that ita ytarly rEports 

art unquEstionabl y of valut·. Jenny particularly 

mentions th£ study ot gold production and movEmEnts 

and the study of intErEst rates tmbod1Ed in th£ rtport 

ot this institution for thE ytar 1938-39 . 

(END SECTION ONE) 

BULL ITT 

HPD 
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secretary or statE , 

Washington. 

GRAY 

Po.rie 

Dated JUnE 5 , 1939 

REO 1d 5 :40 p ,m·, 

1.065
1

• June 5 , 5 p .m. (SECTIOII TWO) . 

':'he f'.nancial. pr.:ss has lately commt:nttd upon i n­

dicat~ons that dAily rEpatriation& of capital. includE a 

ctrta•.r. proportion of strictly rortl<sn tunds whi.ch art 

quittly btinG invtsttd in French otouritits and rEal 

es t ate and in t h is rEspEct th E period betwttn 1926 and 

1928 and tsptcial.l.y afttr thE ltgal. stabilization or 

1928 is rEoalltd whtn rortign investors litrE thE first 

to realizE thE attractivE ftaturta of Frtnch stcuritits 

and real estatE following thE depreciation of thE rranc. 

AGENCE ECONOUIC of t oday carriE& a l.tngth:J editorial. in­

viting attent i on to thE opportunitiES offErEd on thE 

Frtnch sEcurity market . Thh editorial. contends that thE 

indEX or securitiEs on thE basio of 1.00 in 1913, should 

bt about 1.200 today, 1f account is takEn of thE dEprtoin­

tion of thE currency or at ltast 700 1f account is only 

taken or thE increasE 1n prioto. TodCY this indtX stando 

at 236 and i t i s obstrvtd tbD.t o. l.o.rgtr mo.rg1n £Xists bE-

twEEn thi3 figurE o.nd l.200o 

• 
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Trading was dul.1 on thE txohtlllSE mo.rkct . ThE dol.lar 

waD offtr td and thE fund obto.inEd o. lll!IO.ll ~ount through 

Chao£ . ThE norin ohowtd furthEr vtEo.knEss . ThE undEr­

t onE ot tht s tourity mnrkEt wo.s firm o.nd aot1VE o.t thE 

opening but a rEo.ot1on wh1oh sEt 1n later brought lowEr­

ing pri ot o o.l.l round, (END loi£SSAGE) , 

WLLl!rT 

HPD 
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n:DaJitAL RESERY'E aANIC 
OF NEW YORK 

r..'"'FiiCE c o RRESPO NDENCE 

~~~~~ ~n~ua~-----
lo ltaoko!.------

AT'C '-• a. u• 
SuBJEcn , .... _. COIInaurlOI 11171_ 

a.u or • Lee. 

Mr. Jloltloa ..Ue4 d 101. a.a. ftaelr llaft•• !ld b .. 

4et4 111tb 110 torw ot tla•cd.al aftlft'Fo Bo-er, tb- wu a .U,bUy 

btlttr \~4~QJ' tor nol'l!JII •4 after aoqa11'1ac DO epot &IUara •Ul 

tilt 1114 ot lan "*• llo lla4 b- ulo M b11:r ta,ooo,ooo Wa aol!ll!JII 

p1ua tl,eoo,ooo r- Ulo laM ·~G ...... , -.k!JII a tnal ftlr taae 41r 

., tar of k,IOO,OOO (BoUoa'• •bHC~~~•t oablo ••ttoee4 a '-'al o~ 

ti,OOO,OOO boulllt •dlr). Aa a n.t' •~ toclqla puettuoa Ulolr Ilion 

ptd:lon 1a &IUara waa - doe \o ti010001 000J 1t \bit \ede• -­

Ulllo41 be llope4 to oo.or Uld poa1Uon -plnolJ 111 \be aoar ftlwro. 

ra r~l1 to 117 _.,, ~·' llo _.. to bo ••rr opUat nta, Bol\oa 

1114 \bat be wu aot aMoaM1'117 opUa1eUo 11ft bal1Pe4 \hat DO 

trouble uo4 bo qpone4 .nil tho ·-· fllat bo1111 oo ood baar111C 

111 llind the --• 1oaa poa1Uoa 1a dollar• \bo •r14 ....... , llo 

hopo4 \bat llo ~4 bo ablo to oo.er ll11 allon poa1Uoe ood ti!Da frM 

the aol d IIUth llo taa4 1a a .. ron. 11Uer'• .,..- :ronera., !lo 

~&rood •Uh ••• ... aot n .u 41~. lhn Ul• ~~eu...a 1a 

l.aadila wae that wUilla Ga E7 th- '"" a II'M\ -ber o~ atroeaot 

•4 n rllille do't'up!JII. flala talk 111 eot.-1••' probUl:r •=• .. 
lht J)llrpoao of bo141111 Uliaaa tecftla• 1a tlla\ .... ,.,., tlltr llad 

tDnao4 oa tho1r ,,., .. _.. 1a tla11 ~at, naUdal that 1\ took a 

1Gac tlaa to •• an .... 

Lon4oo ll .. lilee 41 ... pe1a, .. 1a tho ana• Ml«J o9'81' tho 

a.clo..lllade ........ ,. Ja PUla, ala ..... to llaoW •* aon 
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o ... ,.... ._, L ua. 

L, W, lilolt~--------­
roo•'---

SUli.JIEC"n , .. _. Q!l!f 4 '"101 11%1L 
~or •uae. 

I 

aNQ\ lklalian ooa41Uoaa ~ Ltadoa, \bt tttllJtc prwat1t« that tht 

•• o\1&\iODI 1101114 lll.Uaattl;f 1 ... " a IDttttet\al ....... ,, fb.ll1 

ill nl"'l had bl'OIIIM Uolat • •• _....,_. noCIII: aukn 1.a t.tadoe 1114 

us reepoellblt tor \ht lapi!D'ft4 '-• et n•l1.ac• 

Ill h••• tbN't ba4, or _,.e,, b- • --· rtl•U•• 

t.pro•elllt 111 -d1Uoa• •• m••• .. '-r \bt '"'' atttaa or tbt 

lahn loan 'llbiab !aa4 all4t U poe11Ut t.r tbt Pnatb !r~" 

nq ou\ or \ht lo• aukM tor tbt am 11a or alat -tha. 

!be wtllmtll ot tbt 11111._ wa1 dat " two rta-11 (1) tbt 

Frcab loan ~u•• plaot4 1.a lol11114 tor p114trl 1oo,ooo,ooo tltl.ltb wu 

••111 uaecl, 111 pan at 1t&d, " nplf' a hl11 loa. Ill tht• oouttt1oa 

Ca~el had b- atll1.al 11111411'1 &D4 baJ1111 hlll t'nat1J (1) tbt 

rel1&u\1oa ot tbt Dlattb lda.lnv ot lt.aett, 111D1~ tbt d1 nftln 

ot the old• _....,.•U•t t1••• .1a lol1•4 t•r the atw. aa11e1'1al 

l~da DOW .., ...... -· Jl'laba4 "T a Dtw INQ) ta'ftft.lllr a ... 4tal 

phUoiOptlir. 

! b e lt111•• wen aUl1 •••••81 1o14 tb'"lb Ltadoa mte 

\bf1 ••n llb1pp1Jtc " ltw toa, •*.lal tbe ·-htor PIT tbt oon tf 

lhi.Jalllt, Dun., tbt pan 11 •ftial 41T• tbq h4 UC1111rt4 alloat 

aoo,ooo or col• .. ..,. ...,, ........ • total er tJota n,ooo,ooo " 
no,ooo,ooo, 1.a ..,u. or t~aa•. tb• ~tic• -u-14 ~ ~ :11J_. ....... 

~ a toft" 

·- ""')0 ~·UV."'' 

.. 
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scorctary or Statc, 

\'/nahingtono 

10?7, JunE 6, 6 Po m. 

FOR THE TREASURY. 

GRAY 

Par1a 

Dat cd JunE 6, 19~9. 

Rco 1 d o 4 142 Po mo 

BusS"'tas -:>n thE uohangc r.mrkE:. t~os insct1vE with 

in~ c~Eat ~cntcrEd chiEfly on the guilder ~h1ch was again 

undEr prcssurE. ~ile it is recognized in f i nancial 

oirolts hErE tha t thE s i tuation or ThE NtthErl ands i s an 

embarrnssing onE i n thnt , on thc onc h..o.nd , i t i s anxious 

to mai ntain a bal ancEd budget , and on thc othEr bond 1t 

is t accd ~ith the nEcEss i ty to approve substanti al out­

l a ys for notional defEnsE , it is conaidtrtd that alarm 

.lbcut the futurE or the flori n apparent in certai n quar­

ters , i a oc:cEasivc~ In this connection tbc belid' i s oc:­

prcsacd that Colijn will conti nuc a conacrvotivE policy, 

thE soundness of Holland ' s credi t 1a cmphoai zcd , and 1t i s 

poi ntEd out that thE Bonk ot Tht Netherlands is rich and 

powcrfu.\ and nc cd not rcvolu£ i ta gol d holdinga. 

Tht sccuri t y morkct wns i rrcgu1ar and dEprEsscdo 

NPL 
EMB 

BULLITT 

0 3V I J3 11 

Pf'lll ~ "'" 
~-.,_­c--"'"' ... ......... --
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p.AJI.U'IIllAP or nr.WQt+v uonvm~ 

ftlOX: .t.aerioan Zab&e.,., Berlin, Oer!IIUJ 

DATI: .TUlle 8, 1939, S p.a. 

10.1 4.50 

I refer to my telegram Jo. 425 of Kay 38, noon • 

2!3 

.l reliable source of in!oraation has told ua that the 

main feature of the J:conoaio Agreement betwec Germany 

and Italy recently con.-ted -• to prOYid.e !or Italian 

tnd.uatry increaeed quantitiee of raw material• tr011 Germany, 

auch ae iron and steel prod.ucte, coal and. coke, because 

the moat pr eeeing problea of German-Italian c0111111ercial rela­

tione at present ie the eupply of German raw materiale to 

Ite.ly. 

There seem a to be l1 ttle fluctuation in the Yalue of 

the yee.rly ezports of Germany to Ite.ly, e.ccording to 

o!fici&l Ger!IIU stat1et1ce. fheee elq)orte amO\IIlted to 

311 ,000,000 ae.rlte i .n 19:57. They amounted. to :!()1,000,000 

urlta in 19:58, and to 74,000,000 marlte tor the !1ret quarter 

ot thie yee.r. It&lian BJPOrte to Gera&ny, howner, haYe 

shown a ete&dy 1noreaee !rOll 331,000 ,000 urlts ill 1937 to 

345.6 million marlte in 19:58; for the first quarter of 

1939 they were 74,000,000. Until the mid.d.le of 19:58 with 

the trad.e b&lance in Germany' a faYor, the baluce of par­

mente in the cle&rillg account onr which Italo-Germ&n 

trade 1e cond.ucted -• ill Geraany1 e f&Yor. Bowl'l'er, 

Oeraany•e indebtednlle to Italy on the clee.ring account 

hal 

... 
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b.aa inoreaaed w1 ~ the gronh of taporh froa Italy, to-

gether 'IIi th the add1 tion&l a4111ae1ooe of Italic l&borere 

e.ttended by a cooeequct poeate:r Tolwae of t.Ugrut reaittccee 

and the inorea.eed Oer.an t0111'1et eXpcdituree ill Italy. 

oerll&l1Y owed Italy 342,000,000 lire (about '5 ,000,000 ~~arka) 

by llay 19. 

fhh ettuatioo, it ia UDderetood, hae bee 1ncreaeillgly 

the aubjeot for ca.plai.nt by Italy, and it aa:y be neceeeary 

for Germany to be forced to wipe CNt her clearing debt by 

g1Ting to Italy aore of the coal and other products wh1ob 

Oerlllally needa ao urgmtly tor hereelf in her present e1 tua­

tion of fUll eaplo:J~Bent and ub1t1oue plane for induatry 

and armuct. 

It 1a requeeted that thie telegru be repeated to 

freaaury aa Baath' • •o. 33. 

~. 

1~ ··t~'OO ~., ..... 
t ., 1"'1 ' • t,l'l) 

,..... """! .. 'l\1.-t.f .. "p~ 

U:Ln 

... 
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Sccrctary of St~t£ , 

Washington. 

785, June 6 , 6 P• m. 

PLAIN 

London 

DatEd JunE 6 1 1939 

Reo 1d 2:35 P• m. 

FOR TREASURY FRO:O: DD'rl'ERWORTH. 

1 . The following is thE tcxt of the rEsolu t ion passEd 

at a mEEting yes t erday of American brokEra~e houaes in 

London, and conveyed to the Bank of England: 

"That Jlcw York Stock ExchangE firms represented in 

London recoGnizing thE wishEs of His Majesty ' s Government 

as stated by thE Chancellor of the Exchequer in th£ HousE 

ot Commons that thE purchasE by British subjects of foreign 

securitiEs bE discouragEd art desirous of complying with 

such wi shes. Furthermore, in order to implement t h£ 

position taken by them, thEy hereby ruolV£ that the dis­

tribution in the United Kingdom of lists quoting dollar 

securities or cablEs whEthEr daily, wnkly or monthly 

commentinG on American sEcurity marktts bE discontinued and 

that any communications issued from tim£ to tim£ ~Y thEm 

containinG statistical or political comments or information 

rela tive to particular dollar sEcuritiEs sent to cliEnts 
interested 

Regraded Unclassified



2-#'T85, Prom London, J\mt 6 , 6p. m. 

into•tot£d in auch s ecuri t ies bear c. l o:gtnd conspicuous l y 

printed thtr ton reading: In view of th£ announctmtnt by H1a 

Majtsty 1 a Govtrnmtnt rtlatlve to the purchase of foreign 

srcuri tiEo thE information prtstnttd above is not to bt 

t o.ktn o.o an invitation to clients to i .ncrcau their hold­

ings of dollar securities . • 

2. roll~ing thE successfUl flotation of tht *5 m11lion 

South African loan reported in tht otoond section of ~ 749, 

Mo.y 26, 6 P• m., and the 1.2. 5 million loan to Nor thErn 

IrElo.nd over- subscribed the other day, a L6 million 4 per 

cent 1961- 64 loan was floated today for thE Commonwealth 

of Auatro.l1a "tht proceeds to bt us ed to mEEt cxptndi t urt 

in the United langdom in connection with thE Australian 

Govu•nJrumt ' s d ti'enc t program" . This loan was succtsstully 

absorbed by thE market today but not without some diffi­

culty, hAving followed rat her closely on tht other two 

issues. SEntimEnt on tht stock exchange was irregular 

today, gilt- Edged showing the i .ntluEnot of the n tw trustEE 

sccuri~its but pricEs holding f airly firm. 

3 . The rtplya to' thE qucstion mndt in thE Boast of 

Commons by tht Chancellor of tht ExchEquer, rcporttd in my 

779 of JUnE 5 , 6 P• m., has cvolttd the following quution by 
a labor 
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~1785, Prom London, June s , sp.m. 

a labor member who asked in the Rouse of Commons today: 

"In view of t he largt borrowing operations which will have 

to b£ undertaken by His Majesty's Government in thE future , 

with its consequential effect on credit facilities , has 

thE Chancellor of thE Exchequer any proposals tor morE 

direct control of the Bank of England and t hE removal of 

the anocalous position ot the Central Bank being allowed to 

remain 1n the hands or private financial interests• . 

Sir John Simon replied: "No sir, the Government do 

not accept the implications of the ques tion and haVE no 

intention of putting forward such proposals . " 

4, Th£ forc~gn exchangE mar ket was comparatively 

quiet again today, ThE dollar was offered up to 4 ,68 23/32 

in the morning but was bid in the afternoon around 19/32. 

Eigllty six bars of gold were sold at the fixing ~ ot which 

were carried and 35 suppliEd by the British tund. 

KLP 

03VI333R 

~~~~ . .. ... 
l llltltU'• nutiJIIT 

,..MMI tift t• .,JJ'O 
.-.e : . ' c ICJ.Ioa! .:tlltf 

KEliNEDY 
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LONDON 

Dated JUnE 6, 1939 

REo ' d 6 :25 p.m. 

Storttary ot StatE 

W:I.Shington 

786, JUnE 6 , 6 p. m. 

FOR TREAstiRY FRO:.! BO'l"l'Elr.YORTH. 

In thE ~ours' of a conversation at t hE 3ritish 

Trcasur~.th£ foll~ving information wa a tlictt cd. 

0~1E . As rEga t'ds t hE HousE pr ohibi t ions on t hE purchasing 

of foreign securitiEs by British na tionals thE purport of 

my t alk with the 'l.'rtasury confirmEd thE general conclusions 

act forth i n mY 768, June 2 , 6 p . tn. ThE British Treasury 

s tated i t bad not wished to impost an elabora te statutory 

ayat cm which 1n any cast would in peace timE bt subject to 

evasi on . Therefore it resorted to a general appeal to 

patriot~sm which it did not think it wi sE prcciscl:y to 

def ine . The basic aim was to prevent a drain on stE~ling 

and if possiblE to cause somE repatriation of tunds . ThE 

Trtaeuryta orm vaguEness about the JIIQtttr was well illustra~td 

whEn I inquired about thE issuano£ of new tixtd trust unite , 

t hE rcpl:y bein& that if onl:y 1~ of tht investmEnts wert put 

in Wall StrEet thErE would bE no objection but if thE over­

WhElming majority wert put 1n Wall street thErt would be, 
that 
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2.-#'786 From London JunE 6, 6 p . m. 

that thEY rta11y did not thEmsE1vts know prEoiaEly whErE 

thE l1nt would b£ drawn and did not wish to havE to paaa 

on th£ righta and wrongs of a givEn transaction, that at 

thE prEsEnt timE it could bE lEft to tht •conaciEUC£0 of 

t hE pEr3ons concErnEd. ThE TrEasury addEd, howEVEr, that 

Z19 

if Wall StrEEt shO\'Itd a strong upward tEndtnoy thErE r1ould 

arisE a di£ficult momEnt whEn British capitalists would 

havE to dEcidt bEtwEEn thd.r consciEncE and thEir pocket­

book. Incidtnt1y I did not gathEr t~t thE Britisn TrEasury 

fElt th~t difficult momtnt was nEar. 

Tcro. RuttEr who hEadEd thE GErman dElEgation for thE 

d13cuss1on rEportEd in thE second sEction of my 694, IJ.ay 

16, 9 p. m. rEturnEd to BErlin to rEport on thE British 

"dtmands" with ~a govErnmEnt. ThE Britillh TrEasury 1a 

awaiting a rtp1y. In th£ mEantimE thE rECEnt dEbatE and 

quEstions 1n thE BousE of Commons havE indicatEd thE 

strEngth of thE "not a pEnny for Hit1tr" movtmtnt and thE 

British TrEasury is facEd with thE possibility of having 

to takE thE unilatEral action mtntion&d in sEcond paragraph 

ot 712 of Way 19, 5 p .m. This thEY obviously do not n1sh 

to do 1f ~EY cnn hElp it. 

ThrEEo All or GrEat Britain' s nEW found alliEs, 

Poland, Roumania, GrEECE , and TurkEY want morE money and 

thE factors mtntiontd in thE third sEction of my 483 of 
April 

.. 
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3oofl'786 From London, J\lnt 6, 6 p . m. 

April H , 7 p . m. ire obviously oytratinz but thE Britillh 

Trtaaury•s pO'IIEr to ruiat or limit such monttary dEJDIIIIds 

is being ~Enktntd by political and diplomatic considerations. 

Poland has tmphnsiztd hEr military nEEds and the 

dta1rnl•ility of balancins htr budsEt and is askins for 

"enormous s~3.• Tht British TrEasury i n tfftct repliEd by 

indicating that it woo too bad about htr budstt and asking 

thE PolEs to stnd rtprEstntativts to discuss thE ~utstion 

or obta1nin{" British mt.ttrinl . ThE British l'rtaat\I'y takes 

tht vi~r1 thnt Po:.and is bound to bt a bElligErent in any 

European war and that ohE bas a strong cast particularly 

as llhE can by hEr own dEcision involve Grtat Britain in 

such a EuropEan war •• 'l'htrtfort in thE last analysi s thty 

art prEparEd to do a ~tat dEal for htr _but I felt mainly 

1n teros of supplying British matErials. 

ThE Rumanian delegation which i s htrt is nskins for . . . 
mort tho~ the nsrttd upon es,ooo,OO?• Tht British TrEasury 

is opposEd to increasing thE amount . Thty rtcognizt that 

thtrt is a valid nrsumtnt in sptndins monty on armaments 

for Rumania but also maintain that thEr£ ia a corrEspond­

ins nrsumcnt that tht Rumanian ' s will not uat thEm. Both 

Grttct and TurkEy want mort monty and aa in tht casE of 

Rumania thE TrEasury rtally is no~ surt wbtthtr it will 

bt allowEd to resist thtot claimSo 
Fouro 

• 
... 
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4t-f!TB6 Prom London :runE 6 1 6 p. m. 

l"our. As rtgards UEw ZEnlnnd, tht British 'l'rtasury 

Exprtsstd th£ view that trash was slowly but surEly bt1ng 

"Eduoattd;" that naturally thE procEss or tducat1on 

prEatnttd diff1oultits coming from a right govtrnm£nt to a 

lett but at any ratE Nash had bEgun by thinking that to 

paf mort than * iJ;ItErest on any loan was immoral and hE 

waa now paying morE . ThE British Trtasury fElt that thE 

problcu of t~t ~?,000,000 oonvtrsion ohoul~ not provE in­

solvab:( "if Nash can convincE tht cit; tha~ hE i s a 

constr-mtiv£ and at thE sam£ timE his hot h£ads at homE 

that h£ is far to th£ l t ft . • 

JRL :NPL 

03VIl3lll 

P.J'l!f i ""' 
11.,_11 YIIUlAJIT 

"'-... .. o>-'10 ....., "' • ~~&boat 'G ... 

KENNEDY 
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FY.Jr: Hello . 

Opern tor: All right. Go ahead. 

m~Jr: 
Jameo P. 
Pope : 

Hello . 

l~r . -- ltr . Secretary'~ 

Tlllklng. 

Y,l1G i~ ?ope talking ot T.V.A. 

'!:~Jr : Yeah. !iO\f are you? 

June 6, 1339 
2: 41 p . m. 

? : All right. Say, ~!r. Secretary, I was just talking to 
Jer e Cooper or the Tennessee delegation who has been 
tall<.1ng to !!r. Dought en and or course t :Ua legi slation 
up on t he Hill authori~1ng the T. V. doal i s -- is so 
urgent we -- ~e ere jus t trying our boot, or course, to 
get it through eo ve can complete the deal, and we have 
to do so immedi ately it >~e oooplete the deal on June the 
20th. And so in t alking >:ith Cooper, he sllid that !-!r. 
Doughten was wai ting to bear trom you befor e t he Rules 
Oomnittee uoul d act or report out a rule on the -- on .., 
the legislation, and t hat you, in turn, were going t o 
go t in touch w1 t h -- w1 t h us , or tli th the T. V . A. offic i als . 
And I j ust wanted to try to expedite that matter and see 
what we could do, i f anything , or it you had some question 
1n your mind that you want t o ask us, tlhy then take 
get the enawer ••• •• . 

E!Jr: Vell , her e's the situation, Senator. 

? : Yeah. 

~!Jr: We 've been watching it, naturally, because i t' s att ached 
t o our blll. 

? : Yeo . 

!ll!Jr: And also I • d lilte to see you got the •aoney that you ac­
tually need . 

P: Yes. 

!ll!Jr : now, we sat t i gh t becauoe we were chasing John Blandford 
all ove r t he United States yes t er day. 

!' : Ob I 

' 
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!ll!Jr: 

Hl(Jr: 

P: 

!lMJr: 

P: 

!IY.Jr: 

P: 

l!l-!Jr: 

P: 

fili.Jr: 

P: 

l!l!Jr: 

P: 

l!Y.Jr: 

?: 

? : 

!!l!Jr: 

P: 

m!Jrl 

- 2 -

And only go t h1.11 last night -- Mr. Bell. 

Yee.h . 

And Bell epoke to h1m again today. 

Yeah. 

And he was t o ge t here 1n Washington t h1a -- tomorrow 
morning an~let us know. 

to 
Yea , he's coming. 

So we were sitti ng t i ght , and he knew tha t -- that I was 
interested and wanted to get an expression rron T.V.A. 

Yee. 

Nov, at lunch I aeked t he President about 1t . 

Yea. 

And he Bal d he had written a personal note to ¥~ . Dought en. 

Yes . 

Telling hlm where he stood. 

Yea. 

And t he President sai d on aooount ot the legislative 
situation be would let the bill go through tor a hundred 
m1.ll1on dollars . 

Yeah. 

But would gi Te Hr. Dough ton a letter •• • ••. 

Yeah • 
• •••• or write a l etter to the T.V.A. sayi ng tha t none 
ot t h1B money should be spent exoept tor this one deal. 

Yea . 
And t hat -- t hat the money-- that they must-- T.V.A. 
must keep within t he seventy or aevent y-t1ve million 
that you need. 

P: Yee. Well , t hat , ot oouree, we expect t o do. 
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!I!!Jr: 

- 3 -
:::24 

Yeah. Well , t he Pres i dent wi ll give this word. ~low - ­
but -- eo when t he Pre si dent t old me this , that he had 
coomunloet ed directly vith Mr. Doughton ••••• • 

P: Yoo. 

!O!Jr: ••••.. why, I s i mpl y sold, "\fell t hen, t her e ' s noth1ng 
more for me to do. • 

P: Yes. 

~:!:Jr: Now t hat's Just where -- so I would say that as long as 
he ' s in dl.rect touch with Hr . Doughten, lOy I thlnk I 
better drop out of it. 

~:!Jr : 

?: 

? : 

H!!Jr: 

?: 

El!Jr: 

P: 

\/ell nov, here i s just the point . Of course, we -- we 
exveot to use only enough money to coo~lete this deal 
and the deal in north Al.abama and Hississipp1 , plus the 
amount necessary there ~rehabilitate the syst em, which 
would be two, or three, or tour million doll ars , wl11ch 
would bring i t altogether up to around sixty. Now t hat -­
t hat, ot course , is always used in connect ion with it. 
However , tha t includes t he financing of these cities -­
some of these cities tha t can ' t sell their bonds, a nd in 
order to compl e te this deal , and tha t might , or might not ,' 
mean another mi l lion or two , or a little money. Ther e 
now, t hat ' s t he s i t uat ion. Dut here is the point t hat I 
t h ink ia holdi ng the matter up in the Rules Co~~ittee , 
Doughten told Jere Cooper that be was waiting t o hear 
!ron you and he said, •ot oourae I won ' t ~ove until I hear 
from Secretary ~orgenthau• , and noth1ng was said about the 
Prcaident •s co:ru:~unicat1on . Haybe he didn't have 1t t hen . 

Who 1s t hls , Cooper ? 

Cooper - - Jer e Cooper . 

How long ago dld you talk to hlm' 

About f i ve minut es ago . About 
you up i mmediately at t er t hat . 
was jus t hol ding -- holding it 

tive minutes ago. I called 
So J er e said that Dought en 

t here •••• • • 

\/ell , I ' l l call up the llhi te House , see? 

Yeah . 

And t ell t hem of ny conversation with you. 

Yeah. 
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!l)I.Jr: 

P: 

!O~Jr: 

P: 

!!!Ur: 

P: 

H!!Jr: 

? : 

!!l~Jr: 

P: 

ID!Jr: 

P: 

!!!!Jr: 

P: 

!!J.!Jr: 

P: 

- 4-

And tell t hem -- aoaebod7 there please oall Xr. Doughton 
aDd tell hla nrball:r what the PreUdent told me. 

Yea. Well, I thlDk that's a good idea because I-- Jere 
oa1d •• • .•• 

But I'll follow through and I'll -- firet oall t he White 
House and t hen I ' ll oall Dougbton and t ell him if he 
doesn't hear trom the White ~ouse within an hour to let 
mo knov. 

That ' s flne. 

Hov' s that? 

All rlgbt. 

o. !C.' 
All rlgbt. 

And 1f you don't hear, :rou 
I ' m ver:r much interested. 
you get the money. 

call me back. Don't hesitate,. 
I want you to -- I want to see 

Yea. Well, 1t 1 a -- i t' s quite a desperate eituatlon and 
I think it ' s very i mportant that •• • • •• 

I want you to get the mone:r and oonsumate the deal ••.•• 

Yeah. 

• • ••••• but I'd lllte to have it eo t hat the ooney 18 11:o.1ted 
to what you have in mlnd, and ve have a t1gure of sevent:r 
or seventy-five million. 

Tbat ' e right. Well nov, ve -- it runs up to Just about 
that. If we do aup~l:r t he funda to t he ounicipalltlea, 
t o eome of t he municipalities, to pay their part of t he 
deal -- you see, bacia••• of interes t ln oarr;rlng out t hla 
deal •. . 

Yee. 

That may amount to a million dollars; it may amount to 
several m1111on dollare, ve can't tell tor certain, but 
the other matter-- you see , there's about forty-four 
m1111on , l'.r . Secretary, in -- our i-edlate part of t hla 
deal . Then it vill take, oh, t hree, or f our, or five 
oillion dollars for r ehabllltatlon. We have to have that 

.· 
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m!Jr : 

P: 

;n:Jr: 

? : 

- 5-

cuoh money. Then t heee north Alabaca, north Niseieeippi 
properties which are i mwrtant, l'fOuld i>e ano t her rive: , 
s ix or eight m1lllon dolllll'e, whatever 1t takes. 

Yo e . 

Now, that ought to be included with whatever we might uee 
to rurnish t hese munioipalitieo. 

Right I 

You see t hat ' d run up maybe to oixty-!ive or seventy 
million dollars . 

:~:J:o : Where are you loca t ed no"' I cean, where are you tallr.ingt 

? : 1:eu , I ha:;>J>en to be talking trom Senator l!eKellar ' e 
eon::~ittee r oom 

;r::Jr: Well. . ... • 

!ll:Jr: 

I wa s over here to see the Senator. 

\I ell now, I 1 11 -- I' ll tlllll the 1'/hi te House ; I 111 call 
Doughten, and if you don 't get action wlthln the hour, 
call me back. 

!' : Fine business I 

r.::Jr : 0 . K. 

? : All right . Tha..U: you. 

.. 
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• !ll(Jr: 

Operator: 

~~Jr: 

0: 

Hl!Jr: 

0: 

H:!Jr: 

0: 

~Jr: 

0: 

cY.Jr: 

Robert 
Do~ ton: 

Operator: 

l!!·!Jr : 

D: 

r::!Jr: 

D: 

l!J.!Jr: 

D: 

HY.Jr : 

D: 

11:-tJr: 

D: 

Hello . 

June 6, 1939 
J:05 P••• 

:2 

Congruellall Dougbton U on the floor aalting a epeeoh. 

liell , get hlm. 8er.d 1n word I WL'It to talk to him. 

Oh I 

\lell, I mean •• • , • • 

Attar he ' s through. 

Pardon' 

Attar he's through' 

Vall , Just get vord t hat WbeneTer he ' s through I vant to 
t alk to hlm. 

All r1ght. 

Please. 

All r1ght . 

Juot a m1nute, please, Congressman. 

Hello. 

Hello, •tr. Secretary. 

Bob • • • ••• 

Uh-huh. 

3:12p. m. 

••.•• • • Senator Pope called me up about thls hundred 
m1ll1on dollars tor T. V.A. 

Yeah. 
And I told hlm t hat the1r menage had gone trom t he lihUe 
House trom the President to you •••.•• 

Yeah. 
•••••• about an hour ago . HaTe you got 1t' 

lo, I baTe not. 
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~::Jr : 

0: 

H~'Jr : 

J : 

Jr: 

" • 

Jr: 

.. : 
"''Jr: 

: : 
·:::r: 

C: 
. Jr: 

0: 

~:·Jr : 

" · " • 

..... . 
-~ · 

•• -· 
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~ell , 1t mus t be a t your offi ce. 

~ell , I don ' t see why they di dn 't call me. Go a.'tead. 

\loll , I-- the Proa1dent -- I don' t know -- he t old me 
he - he sent you a mosonge , and Sam Rayburn and t he 
Speaker . .... . 

All right. 

•••.•. sa ying jus t t1lu\t he wanted . And I t h11i.< if -- 1f 
i t ion ' t a t your office , I j uo t talked to Ge neral \iatson 
and he &ai d it l et t an hour and a hal f ego . 

\/ell , I ' ll phone over t her e and see . I don't under stand 
that . 

"eah. lie said -- - don ' t -- he told ce abou t vhst vsA 1n 
i t, a nd he said for ler 1slativc receons, better let t he 
hundred million dol lars oooe out . 

Sett er let it come u~? 

··es . 

If tha t ' s what t he oessage ~:ns -- you see , you' d have to 
go t n 1•ule to get it up, you know. lle ' ve got out Soci al ... 
Secur i t y •••.•• 

lioll • •.•.. 

• • .. . • bil l on you no>~ and your tax bi l l t oo , you :tno>~ • 

\:ell , you bet ter r ead· the r:~ess88e t r o:ll the ? resident. 

I \1111 , I 'll get in toucih o.nd ge t it rl::ht not; . 

And lf you don ' t get i t , t~ill you let -- if 1t isn ' t l t 
isn 't t here, will you let oe ~~ow? 

I ' 11 call you ri6ht bac:~ if I don ' t ge t it . 

Thank you . 

All r i ght. If you don ' t hear f r om me , you know I ' ve ~t 1t . 

Tho.nk you. 

Thanlt you ver y much . 

Good bye . 

Oood bye . 
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June 6, 1939 
3:54 p. m. 

l!)!Jr: Hello. 

Operator: Secretary Bull. 

~Jr: Thank you. 

0: Go ahead. 
Cordell 
Hull : Hello. 

Sl-!Jr: 

!!: 

H: 

EMJr: 

R: 

h~!Jr: 

H: 

F!l!Jr: 

F. : 

HY.Jr: 

r:::Jr: 
H: 

i!Y.Jr: 

Cordell • •.•. 

Yen, air. 

How are you? 

Good I 

I'm calling up again about this St. Louia 1the German boat. 

Yes . 

An~ my friends called me from New York and they said they 
were having some trouble, the Cubans were demanding onnh. 

Yeo, they haven't been able to work out that question. 

Uh-huh. 

Ot course, the situation, you eee, is that tte -- t he folks 
in New York don't want any money to get in the hands ot 
the Cubans and the Cubans do. 

Yeah. 

Tbat 1 a the problea -- that' a tha problem we've got. 

t/ell , are the people 1n New York right or wrong? 

Well , it 1 a a queation. I -- ot course, we would like to 
have it worked out that way. I'd like to see 1t worked 
out that war. if we -- 1f we oan 1 t get them t o do 1 t, I 
don't know-- then it'& a question of oo~e kind o! a 
compromise propoe1tion, you see. 

Put up half cash a.nd halt •••• •. 

Well, somethi ng that way -- yea. 

I eee. 

' ) 
I · 

Regraded Unclassified



230 
- 2-

H: Yea. That's the W&7 it would ••••· 

m~Jr: Ub-huh. They alao tell ae t hey don ' t mow where the boat 
18. 

H: Well , I -- ot course , I take it that it won ' t get -- 1t 
won't get away tar. I don't imagine so. 

!O!Jr: Do you think it would be proper to have Coast Guard look 
tor it! 

H: For t he boatt I don ' t eee any reason, it they -- it they 
haven't found 1t, I' don 't eee any reason why it couldn't. 

ffi!Jr: Yeah. Well, I t hought -- I read in the papers t hat • ••.• 

H: You wouldn't have t o put that in the newspapers . 

Oh, no. No , no. They would j uet 
a plane out to do patrol work, 

H: Yea , yea , ot course. 

l!l!Jr: There would be nothing in t he papers. 

H: No. 

fll.!Jr: No. 

F: Oh, that would be all right. 

oh, t hey might send 

!!l!Jr: But you -- are they doi ng eve.ryth i ng, rou think, trom New 
York, that t hey ebouldf 

H: So t ar ae I have been able to aee. 

~Jr: I aee. 

H: K7 men - - I've talked with them two or three t1mee today 
in here, and t her are keepi ng in t ouch with the Governaent 
aide and t hey are working down there •• •••• 

Hl·!Jr: Yeah. 

H: • • . ••• With the-- w1th the man who represents the New York 
people. 

l!!!Jr: !h&t1 a right. 

-
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ll: 

iil!Jr: 

h1!Jr: 

- 3- :31 

I torget his name. 

\I ell -- vall t hen, you haven't -- you be.ven' t -- there 1 a 
nothing that I could do, or that they should do? 

Not hing I see r ight nov. I t I oan tind out anything I ' ll 
let you know in a halt an hour or ao . 

Thank you eo much. 

Yeah . 

Thank you. 

Yeah. 

Good bye . 
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June 6, 1939 
3:57 p. m. 

Operat or: Go ahead. 

il!!Jr: 
John 
Fahey: 

m:Jr: 

r: 

F: 

!!!!Jr: 

F: 

'"''Jr: 

?: 

F: 

ffi.!Jr: 

F: 

liltJr: 

F: 

Hello -- bello. 

Hello , Henry . 

Yes. 

I took - - you we r e busy and so I talked with Dan. 

Good. 

So it's perhaps unnecessary to repeat t he conversation 
exce~t to tell you briefly t hat at the hearing before 
Banking and Currency Cocmi ttee t hla corning l·!art1n ot 
Illinois requested the Chairman to aek you tor your 
opinion on t t is Federal Home Loan Bank bill. 

Oh. 

Several weeks ago , in talking with the President about 
ot her matter~ , I spoke t o him about it. He said t hat , 
in pr inci ple, he didn ' t -- he would r a ther let the 
commi ttees ot Congress deal wi t h t his legislation with­
out any sugge stions or reoommendat1one on it. I mean, 
eo tar as he vas oonoerned. 

Yeah. 

But that he , personally, saw no objection to one, under 
proper oond1t1ons, giving the Seoretary authority to take 
debentures in an ecergenoy, or t o adjusting the t insurance 
premi um. 

I'm not famili ar with th1e, John, at all . 

I ltnov i t. 

But it you' ve t alked to Bell, l et me ge t it trom Bell. 

Yeah. Uell the noi nt about it 18 he suggested -- he asked 
me how you,'personally, telt abou t lt , and I said t hat t he 
Treasury had not been in harmony wi th us on the thing . 

tlbo - - who asked? 

The President. 
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Oh I 

And he eal.d, "Veil, euppoee :rou tallt U onr with HenJ7 
and aee it be ien•t d1epoeed to go along.• But , or oouree, 
rou•ve been eo tled up and oo hav• I, I haven't bad any 
ohanoe to talk with you about it. 

tlell now ••••• 

I explained the situation to Dan •••... 

Good I 

r: ...... . and Dan can talk to you about 1t. 

ID!Jr: 

F: 

ID!Jr: 

P: 

Flne I 

All rigbt. 

Thank you. 

Good bre. 

Good bre. 
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June 6, 19'9 
':59 p . m. 

!!:!Jr: Hel lo. 

Operator: Commander Roae, acting in A4airal Vaeeohe ' e place. 

H}(Jr: All right. Hello. 
£. (}. 
Rose: Hello. Commander Roae , eir. 

HI'Jr: Oh, yes. Commander Roee, t h i s ie the Secretary epeaking. 

R: 

EJ!Jr: 

R: 

R: 

H!!Jr: 

;! : 

!!l'Jr: 

R: 

~·Jr: 

ll: 

Hv.Jr: 

!!: 

Yee , eir. 

I ' ve seen in t he papers that out or Fort Lauderdale you've 
been traili ng t he German eb1p, the St . Loula. 

Yes , eir. 

Do you know where she's located novT 

I haven't eeen anvthing on it today, but I believe t he 
first vas ott ~U811 i and the veeeel turned back froiD trail-
ing her sooewher e down toward Xey \lest. f 

tlell , I • d -- I' d like t o know, it you oan find out where 
ehe 1B. Hello? 

Yea, air. 

I don't-- I want you t o treat it oontidontially, see, ao 
that nothing gets out t hat I'm interested. 

I aee. 

But I -- I epoke to Mr. Hull about it and I under stand they 
oan•t locate t he boat, you eee7 

All r ight, air . 

Nov, I'd like it you can handle t his ID1ssion confiden-
tially eend a -- a r adi o both to Lauderdale and !UaiD1, 
would you? I suppose you work out or St. Petersburg? 

. and 
No, St. Petersburg, Key \'feat , !Uami/ Fort Lauderdale. 

Yeah, but -- but handle the t hing eo there will be no 
kick-back and no publici ty on it. 

I eee. Well , we can send it in a t ight code and safeguard 
it, I ' m quite sure. 
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!C:Jr: 

R: 

;c!Jr: 

R: 

H!!Jr: 

R: 

'l::Jr: 

R: 

E~Jr: 

:l : 

r--=·~Jr : 

R: 

H!:Jr : 

R: 

H!:Jr : 

:l: 

;:35 

- 2 -

Yes, and see 1! they can locate the St. Lou.1e. 

All rlgbt, elr. And would you 11ke to be not1!1ed ••••• 

Yes . 

•••••. when the mission comes 1n or w111 ••..... 

Yeo , I want to be not1t1ed right away. 

All r1ght, s1r. I'll t ake oare or it. 

And 1t I 1 m out -- at the dinner tonight, let !-!oKay get 
wor d t o ae when I get baok. 

All r1gbt, s1r. 

But handle 1t so that t here's no comeback on 1t, please. 

Al l r1ght, e1r. · I ' ll take care ot that. 

You oan understand. 

Yes, ur. 

Thank you. But I want -- I want to locate 1t . 

All r1ght, s1r; we'll do all we oan. 

Thank you. 

All right , sir. 
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June 6 , 1939 
~:~2 P•• • 

a:urner 
oanedge: Hello. 

l!)(Jr: Row are you! 

c: Fine, thank you. How are you? 

l!!'.Jr: Fine I I reel much better after reading your very fine 
article Sunday. 

c: tlell , I 1 m glad you did. 

:;Y.Jr: And I want to say, "Thank you•. All my ramUy likes it. 

C: ,liell, t hank you very much. I'm glad llben I can do things 
t hat people like occaeionally. 

;.::Jr: \/ell , t hey all liked it. My rather called me up rrom 
Saratoga to say how much he liked it. 

C: Well, rine I • 

:!!~Jr: 

C: 

C: 

!C!Jr: 

C: 

Hl!Jr: 

C: 

And I Juet want ed to let you know. 

Fine I Thanlt you very much . I ' 1:1 gl ad it turned out that 
way. I had, as I told you t he other night , -- had to re­
write it with some inserte and so on at the last mi nute 
nnd it wasn't as smoothly written ao I would like it rrom 
n literary standpoint, but I thought I got most or the 
things in there I wanted t o say •••••• 

And it was •••••. 

••••••• with that apace or words. 

And it proved to be very timely. 

All right, sir. 

Thank you. 

Glad you liked it, and t hank you very much ror calling. 

Good b ye. 

Yes. 

.. 
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ft&I!ULLY ~ Alft:IPIUTIIII. 

t36,ooo,ooo 
• 1,000,000 

• 2,500,000 

• 500,000 

t40,000,000 

tor OGUinoUoa ot ,.,000 .u .. ot run1 U.. 

tor pDRaUJtc plaat u4 ~ 

tor tan w1riJ11 

tor 

1) ~Uo-.1 ~ ...... a...U.bJ.e tor leaoU.acJ 

2) ~UoDIIl twldo ...... a...U.bJ.e tor ~1JIC t .. taner 
boor to ate ..s.qu.ta u4 protitabJ.e uo ot oleotrio.it7, 
&114 tor otllu addi~-.1 adlliAS..tNU'" oxpauoiJ 

) ) JD.eetrtc •ppll.uiCe t1D&Dc1JIC ..... to .. cloae '117 II& 011 a 
..... .,o'llq Meara buS.. with •tlaiU.. up to ti'" ;rMnJ 

'l'llao 

II&~ a:peot ta lMDcl awr rl•~ e;uo,ooo,ooo tor tM 

fol.l.ow1Dc pazpc•••• 
t72,ooo,ooo tor --u.oa ot '72,000 .u .. ot run]. 11M 

• 2,000,000 tor pMI'&\.1JII plaat &114 ~ 

• 5,000,000 tor 
tano w1riJII 

• 4,500,000 tor pll-Mnc aat •tar ~taa 

t24,ooo,ooo tor aleotrio oppl'•""•• tor tano &114 Ill.- .... 

• 2, 500,000 tor oolcl otel'&P l.oolooJ' plaat& 

!Ot&L 
tuo,ooo,ooo 
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BICO!EI!X 

Present• 

B.II.Jrl 

Mrs. notz 
Dr. Viner 
Dr. Baal 
Mr. DutUeld 
Jlr. Lochhead 
Mr. Foley 
Mr, McBe7I1olds 
Mr. Banes 
Mr . Bell 

June 8, 1939. 
2r'& P.M. 

Wbat I want to ny now is this - I want to aurround 
it with as much secrecy as poasible. Wbere•s 
Gaston? 

(Calls tor Gaston on phone) 

Well, azrrway, Boclea, Director ot the Bucl&et s.ith 
and I went o1'er to see the President and we read 
this -r&Ddua and he lU:ed it enor.n1sl.7. 'l'he 
only thiDc he questioned wa1 wbere we aaid, •the 
local authorities hadn' t done their share ot 1n1'est-
1ng and spending. Be felt they reached their debt 
limit. Be kept saying, -where il the wbite rabbit 
and wbere i1 the oabbace to teed the wbite rabbit•. 
Be aaid, 1 Tb1s is a good -n•. 

The Preaident told ua to ban a Reco...ery Prograa 
r eady tor b1a to send to Concresa not later tban 
the lat ot Jul7 and to aurround it with all ld.Dda 
ot secrecy - DO leaks. 

I showed b1a at length 'liT prograa, wbich he likes 
enor.n11l7 and be said, "Letls try and •ke it a 
self-liquidating program ent1relr•· I said to bia, 
•lfow, Mr. Pr esident, I also want it, 1n DO war, to 
coapete with buaineaa• and he said, •In no nr co._ 
pete with bus1neaa• . 

To 'liT ~-t, he llkea the food tickets the leaat 
te~uae he 111 afraid it 11! 1ncb!Dg 1n on the dole end 
the cme that he likes the 80St 1a the aelt-belp co-op. 
Be'• craar about that. Be tbiDka it ia a grand one 
end that a MD wbo wants to -n: - we abould balp 
h1a to workJ to cet the t r a1n1ngJ cat a lob end 
eatabllah biaaelf. h' s ••ry entbuaia.t c about thia 
aelt-help oo-op. 

.. 
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So we are to go back a week from tomorrow with a 
program and tbe thing that pleases me ao mucb is 
I bave been saying now tor a month we bad to do 
it now - next June was too late - and I baye been 
told consistently the President would not agree 
to it and he bas. He said that on the one band 
they will tell hill that they will use the argument 
that if you do it now they will forget about it next 
year. That ' s the argument he bas been using against 
me. I said, "The answer to that is, Mr. President, 
you have t ,o do it now to have it e!!ectiYe next year 
and at last I got that across. 

I think t his - tbat I will be here ott and on 1n 
between tbe ICing and Queen and we ought to all put 
our minds to this thing. I will be back next 

Tuesday morning but Eccles asked him, •Supposing 
we can't agree on things, can we bring t hat 1n aa a 
tentatiYe progrea• and he (The President) said, •Yes•. 

I asked the President at length about the additional 
money for old age. He said, •teaYe it alone~ That 
is entirely a separate matter• . And he wouldn't 
dream of sending up any message on it but he would 
like it as much as possible salt-liquidating and out 
of the budget. And to make it fit he said, •I will 
take the money for the salt- help co-ops out of the 
WP.t. - no additional money•. 

Bote a At this point Mr. Gaston entered the room. 

I am extremely happy because on this basis, after all, 
1t it has to be selt-l1quidat1ng non-competitive wby 
I can put -.r shoulder to it 100 per cent. 

Dr .lilt! te: Did he turn do 'till the stamps? 

B.M.Jr: 

B.II.Jr: 

Gaston: 

No - and he would not keep anything. He said I 
should keep eyerything. Re wouldn't keep a thing • 

Botel After •ak1ng the aboYe statement, Secretary 
Morgentbau turned a black book and some papers over 
to Mrs. notz. 

So Why don't we put our mind to this thing. To-daJ 
is Tuesday. I would like to •eet on this llead Bill. 

We found out where everJbodT stood- that'& all. 

• 
... 
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Jotea 

HOPK I NS CONFERS 

_oOFF I CIALS 
ON BUS I NESS CRED I T WITH NEW ~4~ 

/'"A WASHN -

JUif 6 1939 
2 50 PM 

AOO HOPK I NS '-

WAS~N- SECY OF COMMERCE HOPKINS TODAY 

MET AT A ~NCHEON CONFERENCE WIT~ SEVEN OF HIGH­

EST NEW DEAL OFF·I C I ALS TO DISCUSS METHODS OF 

EXTEND I NG CRED I T TO BUS I NESS- A LARGE PART OF 

DISCUSSION WI LL CENTER AROUND THE MEAD B I LL 

TO INSURE BUS I NESS LOANS DEPT OFFICIALS SA I D 
. 

THOSE ATTEND I NG CONFERENCE ARE RESERVE 

BOARD GOVERNOR ECCLES BEN~AMIN COHEN COUNSEL 

FOR THE POWER POL I CY COMM ITTEE HERBERT GASTON 

ASS ISTAN.T TO THE SECRETARY OF THE TREASURY 

S E C CH AIRMAN AND S E C COMM ISSIONER LEON HENJ 

DERSON 

SCHRAM 

-o-

R F C CHA I RMAN ~ONES AND EM I L 

R F C DIRECTOR 
• 
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Ia it agreeable for ., people to aeet with •e at 
10:15 tomorrow aortrlnc. John, (Banes) I nry 11111ch 
want you here. 

(To Duffield) Let your people know. If Hanes 
can't be here we will call it off - otherwise, 
it will be at 10:15 toaorrow morning. 

Banes: I'm sure I can be here . 

a.v.Jr: We will meet at 10: 15 on the Mead bill to1110rrow. 
And then let every fellow be th1nk1ng about a 
program which is self-liquidating and does not 
compete with private enterpriae. This is our 
chance; we are asked for it and if we haven't · a 
good program, we have no one to bla.e but ourselves. 

Dr.Viner: No Mead bill would fit into such a program. 

Poley: What you could do also is to set up a corporation 
which would have authority to issue its own obli­
gations. 

Dr.White: Why couldn' t we bring in whatever suggestions there 
are Tuesday? 

H.II.Jr: I am going to bit this a couple of times this week. 

I thank each and all of you for what you have done 
to help me on this. I think this i s the final cul­
mination. of what I have been working for. I am very 
serious. It bas knocked me physically flatter than 
a pancake but it i s worth it. We have to have 
enough ingenuity to call on friends like Viner to 
help us get up a program which wa really need; some­
t hing that the President can go to bat on end that 
we all need. Nothing on his mind t ha t I could get 
at end that be wants nor what we call an old-fashioned 
pump priming. I am ven happy. Give Senator Pepper 
my regards. (Laughter) And tell him the pump priDing 
1s dry. 

, . 

• 
.. 

. . 
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' · • - ot till• a1 ....... 1 .. \lie peeel~Unr ett 
• downtu~ ln '-• L .. It ae t1Y1l7 befor e ~~ eD4 et 1~. 

II, "'• lfta~llltr .r ..,. ,,_,. to ..... u4 aala­
t elft tllle e~JMUYt If d tiO ~UU• MUeeal tan I ll 
lbae to tbl ntahiiM et ""'ala ,....,atal llala4Jutaadt 

whlo!l laYI ~- 41Yelep1 ... 

5· e-.., \lilt -..~e ....... *11111 .... ,...u, .... 
epenel~• tor •• 1- l~Ytl of'-..., .... aou•nr ~-~ 

\ be 'O'• aro • • tou ... . 

(a) ror- ... tll'll J)I'Olma&e4 perte4 lt -
bbtVJ pPlwdo 111torprhe a1l h oal ,, .. ,._u 
t-cetMr llawo aol ~-· OJ' ltftate4 tile ,_., 
'l'btllll bawo "-- aftllall\1 _.. ... u, ror alllll 

• ., .. ,,~ ... ~···-~ ••• "'"* -· lilt ,... ..... 
OJ' l l)ln U IIIII 111U ollal , .. _ h lCI 1lo ao1nh lao4 

or laeftoate&. 

(~) Oerta1a 1a.J'p ,.._,Pl .. llaft -- roae~tat • •':r. ot , .. e~~~~ rola11ft •• 1111o1r ,., .. ual 
·~•• • IIIUIIil e1la1Mt•• tllloa 1a tile tereeeeallle 
tat.r. .. potoallal .,.,. ot larso ..... ,. ot lt-
•••U.IIt ,... .. ftta.,. ... txpCIOI 0 OOIIl,._. 
crowt11 fll -~ or .._ .. , ...... , .. ue ,.. .. et 
t ln'aulotl aa4 IIIIo allltolate -..~- ett ••• ltYMta"' 
fQte tlltJ l'lU alllo•" olll M le .. lllaa 1t •• 111 
tile !0'•· 

(I) a .. ll f.irtloaltltO lt oortalt ......... 
la .. ltr'lel .. 1 ... t• IJ:CIIlal rtiiOOI 4o ael PI'OYUI 
••arlJ ae 1~orlaal aa .. not t• ae.-n .t ao , ... , 
414 111 oP1or 4Ha41o, •· I•, ralli'M41 • acrt•Uaro, 
ollll. 
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(I) tM Nte .r .-,.latl• '"Maae lllaa Mea 

a•t ialllalt ................. 101 a. 

(a) Tile •ll'taal ..... ,u. et t•at.a~~ Llrraal-
aent *1ell lA •• IO'a ......... t• ._... -
llel t -WlM a ,..,. Mt, 

(f) Stde •• leaal MAlN wtuelll la tu 10'• 
l'ro•1 ... •• HUn t• U.eetllaat n.ua at •artr 
a ~tuu .. aauara • ,.., ..... 1• ..... , ,.. ,.. 
..... u, ..... , ..... ..,...... nl- ., ..... a .... .u. 
allle tar U.eatMat tllr~ • an r•••U• u 
tbalr .. ,.t ... '-1 .. -.. 

Cf) Slllarplr eutau .. ·~u.,.. .. •-
protl Jl'1Yate WlU .. , &.e., ......._.., •1•en1Uaa, .... •-•••tat •••at•, ... n~• u.u ... 1 ... , 
el•t~a, eta. Ia -,.an u tM 10'• tllaH 
aao~ .. tw aa _. •• 700 aUllM a ,..,, •r•• 
tbaJ ... ara 1e .. U.a 200 a1UU., 

(Ia) fta alaak ••tea llr tala ..,.r-,.....UM 
ot •-•W MU•llll• u "' lat• to'• wUl ... 
"'" Mill hk" .., ter '"eral ,..,., .... . 

(1) fta r.a.rat, , .. ,, ... 1.ea1 ........ ,., 
tu ,,.,_,.,.., ..... rln a f:'"' raaparU• Ill 
lolal ,... ... tree .._ .. tllla IU'ta1 ••••pUM 
, .... -· ~ La .... to'•· 

(J) ftt -'- ..... u .. al -•a&• , ... l .. 
aarttai• tu ''lfll'taat ,..,.rt ....,., •· I•, ••"••• 
..... , tl,llal u& lilac,.....,., ... , .. taUIU'I 
at twellla ,,... .-.. u, te rewlft •• tiM la.,.l 
at Qa 10'•· !1M IU'tal~t ef tllala aarlllata 1e 
aat ... •• liiiPII"arJ taeten, 

(k) "" •"•''- 1e .,...,., .. "' '"' t••• 
tbet tM&e *' ....,. er ... ,ral tllle au••• IUI4a 
tw '""'-' a,.,..lo lllle r1ek al ""''-' u 
lftaler- tlllaa lt.ltiMrte •• are la .. WllliiiC N 
••- r1ftl. tM llereuliC ... ertautr, Mill ••-'.:l .-11Uaal ... aMlalo *1111 ........... 
..... , .... ,.., ............... ..-.1• - --.... 
aoe....,.t1Ya u Ntii..,...Ut.,.. • --r •-
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,.,. la '" u ... -., ot ... lP MYla,.. ln odf.l­
u ... U. , .. -. .... uo , .. ,. .... •• eo ... ,.. 
• U b tN to•o, U.a ..... , .. ._ ••• P"rl'• lett 
~ ,. 1.., ....... -..s ...... ,,...,._ ........ _ "' lll - 1··--· ..... , .. tN , .... u .. .. 
lllllle....- rlo q, 

6. ,. van•• lkteo h ••' ulq .. • Uta ,..,.. te 
tM olldp• a ot•re of tile •eo...,. fta l ... UrldlJ 111.­
•an••• l\lropeu o011atrlea b8,. 11.,er1 .. ••• the .... t oo­
lrooU oa of Oll'le'• tor 'be1r u.. ..... , r.ta . lo• ot 
tbaa Mft '"perarllJ Ml._. •tae1r prelll•• -, o •• 1n-
4ut\'f ere•"• 111M all the •• lah••rll• at llle paat 
parlo4 oo•lM&, l . o . , a-.ea•e ,.1'11 ,.._lo••"I'J llllllla­
trl... ta .... of •• Ule pr•'lllaa Me Mea ......... leaa 
ante 117 the , .. , tba' 'balr kz pr ...... llaa ftRlW 1a 
a 41• er&loa of • b rpr portloa of ,. ... ual ••n•c• 'llo•lt 
111~ 0011141.11>Uoa. 

7. .u • eouoqu•- ot U." 'to ole •"-P• " are 
teoH •Uta 1M't'lk'llll1~ ot o 1• •UoMl 1•- ala .. 
tl\ber ot' 'llotla of ._ hu..t.q lla~aa 

(o) Tbe 4o'falopeea• or oppe• r .. oo ot evfflel•a• 
law aUift' 011'le'o to o'lleorll tbe ,.. .. ••ollollle tor ,.., .. ._, •• • hl,_ aatloaal l•o•· 

( II) M laonoiiM p,.poruoa of Ule 110\lo.al 
, .. _ lo .,.., oa ooa-n aoo&•, u.ro-, ...... 
1q Ullt '101- •t 14le flullla Uld 1•n .. 1a& Ole 
prof1kllle .. n••• tor ,.., ....... , . 

1. 'hrala& .. Oto 1•_.,, .. •••"" Ulan oro 
11-rouo la&M•U•• .... , 'be pro ... o\8 tor Ml\aaUollJ 
1 ........ •U-1 u- u 19" _. 19'0 oro "' ..... 

than are '" ole•••• 1a .a.. pletare wbleb are 
fl'fora'lllea 

<•> ~a ....... , n&uoU•• •• "''" . ...... ,a& 
tor .... aou ... 8M • ..... uoa er nftno1 ef Wo 
tre.a -1•"' a ..... OJ'7 au.-111• u pn&MU•. 

('II) hp ... , ....... 0--·· ............. . 
aala'al!IH 4eaplto u. 4ooll• 1a walMU ooun•r· 
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(t) fteN u Ulna ,. .. , ... at • .._ 

, ..... aa ,.aau IIUlll• • ..,..,. ..... 

(a) -''• .. ,.. • ... lA -··· ,.. ...... 
..... ~ 'I utia ... ,_ n • •• .. ...., 
, ............ aliU I 5 .... . 

,., ~We u ..... aa .. ~·,.... fll 
....... tllftl el .. tl ..... ., --.--
, .... ,IMI ltttl It wlU •• , a eta•"llal 
latl-. ............. lft ,. 

(l) 1Wa ttU 111t Nr ...,.., • ell I ... ...., ....... ~ ...... ., ..... , ..... 
::; r::::::.:'.! ;ca:r=r.: :.rr:=?' 
lM alMll-. 
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t• ..._ lt *'" la a..._ ... ln•••• la ••l­
...... un•r •n ,.... •• • u 1.,..at n.•••'­
.ut p-ia ..-•• 

ta 1t"' )5 .UU• per••• WWa M9lo,..a la •­
acrlt11ltns1 ~lh. !ad~ 1 ... tllu " auu• ue 
10 • Ph7e«. 1MP1 .. 1,-o W *-11 M •ut well 1t .. 

... ,. Naell .... ~ ., --.~ ....... , '"'t-o ........ 
tile _..,.1aaltva1 ....U.. 11a,datlaa u 1 ..ut M 
'"'*' 2 a1111• poeat .. Ulu u 1"7. 

Ia a.Mltlft w Ullt •• ;1.,_., •U•U• ill­
•rr1ellltv111 11•••• \MI'e 1e ~~~~- w M a ..,.,1 .. laMr 
ftpplJ - , ..... , .... 1111 ... 1a.rp .. 1. 5 .Ul.ba ....u... 
perene tllat aiM •• ft1tt t.- ,...._ late l .... trlal 
epperhnlUta. 

ta "'" et '"• tMt ,._, tMH 11 .. .., .. ,..,'- t• 
tON tllall a ae4erata rlta 1a MU-..1 Ull I fetr tiM aut 
tltteta ... ..._, ... U •1•• at •• r.r.-or teet .._, a 
... liat u llu1111ee aetlntr •- u .. ••1111 tt~a ..... • 

ttt" .. _..._ '' • ,..."uur, ~:~ .-t ... •••, u 
•te• of •• o•nnl• ._, ftt'hl. r.u reu••r &.a 

tap•lllllt •••• aetl• 11 ,.._ •• ....... , llula aala&. ' ....... , 
tllere 11 ,...fal ..., ... at ...., tiM ,.. .... retarrM 

tt aline .._, a ...,.r...,_ll•• ,,...... at ••U• ...U• M 
unta\M at-·· ....... u .... • ... '-" .. •• .. ._.u ... 
teo u.uc-s 

1. ..lle all att.n , ... w, •• eUal.aate 
, ...... , .... 1 ............ , ........ la .... .., 
If a ftltal ... ftU ...... ..,., ftc ... tiM 1111.1 
., ... , at au ,,.. .. u •111 •• • talt tar 
,.,..1 ,..,., tt 1e ntallJ' _. ..... na• •* 
• pr ..... -. latua, .. at •• tar'" ...... ,, 

(a) It nu take u. Mf- ..... . 
,....,.. .... u M ... _. .. , ... p.t late 

efteot. 

(II) It U ........ , te .... tl ... tl S!M 

J'111111a tiMt .Ut AedaUtraU• rMIPUII 
, ... ul" .... of llula u1~, ... , ... •Ul 
tau .. .,. w ewaMt , .... illat U WllU paell 
,_,. • ,.... .. en••ua er ... Deal prta-
atplaa ... nu •• .,. ................. . 
u ........ al ... ,,..,part,,. 

Regraded Unclassified



-' -
u ,...,, a taaualtr iaereue& at 1. A ;as el •=suate uU• ~·!f•& 

u.... .. 1 11M .. . ..... , ..... .... ... 
pa.aU1UltJ .r 1 .............. 111 MalM• 
._l.IIC .. Md tltt- ..... . 

• • • '' •• ••- *llll ... M 'artu • 
te ,, ...... , MILt •l.U.t ._..l Ill M 11LUate& 
d UI nttlaifat .. .,Lutr te l'llL .. ,.., MU-.1 
LM- 11 lfi'O. 

It te tilt lare&lt 11 11UIM1 Ltll• ... 

.., ..... u ,._ --· .......... " .._. 
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,., UJ...., utU at •U.••• prafr• •• .,,. 
~,... Or, Lt o ....... 1t • a&J-. 
Lt ~· ta II ealr tUi Ula UtUIIIt U411'• .,,..,,. ,.._, at•• a ,...... """ n ~· 
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p ORA!!DUJI 1'01! !BK !Jt!!!!UJ[ 

lo It 1a \110 OOIIIIOU- ot \111o &J'Oup that tboro 1o 

ILD unt1llod nMd tor buSAooo loana 171118 •1Dl7 SA tho 

aroo 'botwooD t!w tJPOO of loana bo1D& •do 'b7 tho aoat 

ccn.eel"'at1•o b&nllaro and the tJPOO ot loana 'bo1Jia aado 

bJ' tho .oat propooN1Yo 'bo.nlll ra. ~· Mod 1o .utt1o"-ltl7 

la rgo to warrant now -0111'00 to ouppl7 that nood. 

IJ'I)up COI18140N tb1o to bo a propor 'bankSJls f1old 

to 'bo taken oora of b7 bank orodU. 

to 

Ilo It 1a Ulo OODOOIU- ot thlo croup \hot tM ... 4 

lUll will ota*rl'b1ah toward a ot~ Uon ot loon. to 

-11 'bu1Dooo w1$Ala the •- ot 110ad aa dot1Dad a 'bo...a . 

IIIo It 1o tao OGDOO- ot th1a pooup that tM .. ad 

81ll naado oorat1al atlq and exaa1naUon ao to 1h •ohanl­

Ml toatvea. 

I'f. SQpl~SAa the obJooUn ot tho J1aa4 8111. n 

'bolio...a tbera allo1114 bo 1'\lrthar ~aauon of tho adoqaao7 

ot tho aell1ael'7 tor ~171DC \ho oqu1t7 oop1tal noodo ot 

lall and JM41--a1aa4 ba1D••• 
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June 15, 1~9. 

!o: koret&r)' Jlorsenthau 

Fro a : J aoo b V1Der 

SubJect: Me&d Bill 

1. The wording ot the bill ehoul.d be changed 

eo aa to u.Jte it clear that it 1e intended to prortde 

1naurance oD17 tor aargill&l loane, i . •., loane 1dl.1oh 

probablJ would not be JUde in the ab"noe ot 1Deuranoe, 

and not tor loane 1D general, nor e~en tor anr olaea of 

loane 1D ge.neral. 

2. In order not to reao~e or eYen eeriouelJ to 

weaken the concern ot the banke about the qualit7 ot 

loana, the7 thould be required to retain a substantial 

250 

but reddue1 portion ot the rielt, i. e . , the R. F.O. ehould 

bear onlJ ear 10 per cent, but the tiret 10 per cent, ot 

the lcaa 1n connect i on with &D1 one loan. on th1e bute, 

the R.r.o . need not undertake to appraiee eaoh particular 

loan. 

3 . Any l~tatione on the rate or intereet 

charged b7 t he bank• ehould not be euch a• to prennt 

the banlte troa charging higher ratee on r1aiQ" than on 

sate lcane. Inn v1th the ineurance, it 1t 11 oD17 partial 

ae here reco-ended the banke v1ll regard loane ot the • 
t7])e here 1n queetion ae aore rieltJ to theaeelne than 

their ord1n&r)' co-eroial loan•. 

Regraded Unclassified
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t , I qUIUoa a. wl.SO. Of IDIII41DC H41eooaa• 

pridl•P• with tu r.a.ra1 leeeJ'ft baBe to aoa---.r 

bank•· !he re41eooaat pr1~rUepl of a:.a~r b.U1 11r1 

&lrtad1 10 eztiDI1Ye, tllet I Ill DO ur&IDt Dle4 for 144-

iJI« to thea. I would oaU leoUoa e. 
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. TREASURY CEPARTMENQ 

INTER OFI'ICE COMMUNICATION 

'"'"' llr. FoJA!r 

lor rogr """"*'". 
llo.rr1Mr s. loolN, CbairMa ot tbot loud of Oowwwe ot tbot redeal 

lloMrn Syat .. , appean4 tMq before a Slollo •tt .. of tile a-ate eo-itt.. oe 

Boak1»c Uld o.arr.qr &ad eq uiMd 111;• 't'i- '11 U. rupect to t11ot lleed loU.l. 

Bo atatod tbat tbotre b a clatiaite uod tor au,pp]Tiac ..U &ad Md111a 

ab ed bo&liMoa •terprt... '11\ll !aWn I Uote aa4 lODC telw or.dit bolt tbat tbot 

.. ad bill woul4 not &Oootlplialt. tiM PIU'JIOMI for wlt.iolt. it io delipod.. It b 

lib billet t.Mt tile ~t tlt.lt tiM bake .._ _, lo•• 1lP to 10 pw 

-t ot t.bo dOUnt of tbe lo ... wwld 41-ec• t1t.oa rra. Mk1ac lou• f«r 

llo.tlDIII JIIIO'POMI ad tbat tbe 4 per -' iaterell\ rete -~ted "T tbot 

bill 11 too low. Be &leo upreaiMd tlt.l d" t.Mt tbl propoaod lociolltt• 

U ~. to powre - poe•IIMd "T tbot R-u..otiGD 

fl.Daaco Corporat1011. 1e r no '"ell tlt.at NOtice ' at t1t.o bill, wbiclt. prondee 

Cor tho rod11~t-"T tbot Fod.enl .. _... botalto of 1Aaarod. lOUI t or llo•'-• par­

i'OIIa, be <Ml-, moe tbot Fod.eal ... .. botalt•- ezt.oed ..s.qut.a crodit 

facil1Uoa to 11ft11er bake u4 t.._.. 11 DO 110111&4 .,.._ -- 111011. tao111t1oo 

lllcll u t.bo Fodenl ""'•SMI .&.s.iaiat...tiaa, 11 JlOt 11..- prot.......S t...-t .ao4 

llo foolo tllat t11otre 1a 110 .,.._ .... ~ t......._t oMoal4 bot .-.4od to ,._. 

lria~ 1lader tbot prort'liaal of tbot propoiMd 1ocilllt10Do 

... 
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!o -' tM ondit .... oepiMl ..... ot ..u .... ..u.. &1 ...... at ••• 

111urpri.Ma, llr. loolea ._Mil ~ -t.ioa of aa iadaAri&l lou oorporaUoa 

aa Ill iaWcral puot. ot ~ F-'-1 Ill ;& ll,rat.aa. ! bb OOipo&&Uoa -u Mt u 

u aprt o.f t• Paderal lou ;a S,at.aa ...t ita loe4 ot ll1racr\on WQl.d.,. -
. -

po...S or the lloa.J'<S of a-t-a of ~ ladaral. a._... S,at.aa. !be corporaUoa 

.u.s brra a capital of $1oo,ooo,ooo 11114 a nrplu of 112,000,000. rua -

.U.S be adnllca4 'll:r ~ Seo:rftu7 of tile '1'rauu7 11114 -u ro~ ~ -­

UI*"'"" balu>oe or tile - alltbori_. to be ..tnlloa4 1liDdc- ..ct1011 131> of t• 

Federal leMI'Ye .lot 'll:r tile ~ of tile !rea&uT to ~ P..S.ral a...,.... ball:a 

tor tba purpoM of IIAIWic l..tldutr1al lou& 11114 -w '1!7 ~ ia~t realtiac 

hoe tba raclll~ioo of tile waicbt or tile gold dollar. .... loo.lM .....t to iadJ.­

caw tbat t• $27,000,000 •aaoa4 11:r tile 5oont.u7 or~ rr.a...q to tile 

Federal a...,.. baalo:a ..a.r ~- proda1...,. ot oeotioa 131> or tiM Podel'al a.aene 

.let ~ bo oacalla4 and tllet ~ $139, 000, 000 or otock or tile Podaral O.poait 

In........,co CorportUoa wbicb wu purcba8ad lQ' tile Pa4ertl Raaona baa WOIIld be 

turned onr to t he 5oorot.u7 ot tiM fraa8ur7. Tbe oorporatiOII WOIIJ.d be alltbori ... 

to i uaa deb&Dturea ~ to tba tiM& t • -t of ita capital, a total 'lllltbor iaa­

Uoo or tsoo,ooo,ooo, lllalcb -u be , _taa4 aa to priaOipal 11114 iat-at '1!7 

t ba DDita4 Statoa 11114 wa14 baft ~ taz aoo•pUOII f•tvea •-11J attacbln& to 

ouob oblliat.1ona. 

'fhe corpora<;.iz wwl.d be u~hori_. (1) to .aloe _ia_.... loag terll 

-. ODd potrebue ~- pnt.......S ato<* of oo~iODa wiU • IIJ>POII' lladt of 

$1,000,000 for uq ODe •WrpriM 11114 (2) to ~ 1- -.de 'll:r baa for 

Regraded Unclassified
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rlrft ·~•• ot adnlaooo, Jlr, loel.u ""•oacoo __ , .... ., t.Mt ~ Jeferal '•• 1 90 bub 

bt autbor1HCI tor a pr.i,. or 1 per -t. to un ~too.ot.1 to ..._ ap to 

so por cct. ot t.be .-.ft or t.be J.ou, VD1oJo t.bla an 1 1 1\ t.ha 1~ ball: 

ooold at fliT tiae e&11 llpoll t.ho Fo1oral Jlolll'ft ball: to t.ato 1IP ita ~~t. 

...s tbd 111 .... or 1oran1t. Gil t.ho put or tho bono_. tbe loae ~ be pro­

rat.«! bot- tho J .,.,,"1 ball: aDd tho Feclor&l Roaono ball: IIAidll( the coamt.et.. 

1o ooDMOt.ioll with tho a-r-oo or ..u 1oua ..,.... t:zs,ooo ..,. b7 bub, 

•2s,ooo,ooo or t.ho oap1t.&l ot the corporat.illll ~ he 10t. aa11o u a retOl..UC 

l1md to bo uoed 111 ~ 1110h lome. !he a.-oo ~ .,.,.,... all lol•• 
11111ta111e1 10 10111 .. the lo••• ..... 110 larcer t.bu 1.0 per cent. or the auroc•t• 

l.Dourocl l oana ot uq ltii41Di bait. 

llr. llooleo atat.ed that. it the Coacro•• c1o .. ~ deliro to ID&Ot. hill pro­

polll tb., 10ct1o11 l)h ot t.ho Fo1oral RolOn& Aot., wblch aut.hor1•• 101111 b1 

Fodaral a. .. Z"Ye balta tor 1lldlllt.r1&l parpo101, alloald he repealed I11IOe t.he 

prvrla1<1J1 ....... 110 .....,.,. pvpo• - to t.h• r&lt.rict.lOal that the -

w.u bo led& ~ to IOt.allll..W ......... ..t.wpri- tor wortillc capit.&l a4 

tor perlcdo act 111 -• or n - ,._... · 
Ia roopoue to a q.Ht.ioo ot s-t.or !o__.,., ot Delnaro, lr. 1oc1 .. 

I 

ltatad t bot ble propol&l wu a n..Ut. ot ccrotul ll'tud;r b)' t he ot.att or tho Fed&r&l 

lt111 loD .. ot ~ RooGillt.roct.ica 11Dallce Corporat.ioD, • wu ochodulod 

to tutif7 t.blo IIOrD1Jic, we• llll&hle to appNI'• !he MZt. ..tilll ot ~ au-it~ 

OOIII14t.r1llc tbe 'bUl will he held at ~ o&ll ot 1 t.1 cMSJwa, S..tor ...._. • 

Regraded Unclassified
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lue ,, 19-"· 

.. 

ll&nlaft' s. &eel••• Cba1rua or tbe Boer<! ot o-r• or \be 'edenl 

a ....... Syat•, • Pll ...... ..._, Mhro • a.~u .. or \be lieu'- Co:aai\\ .. • 

1 .. 11111 oocl C....,...CIT ...S ........... lab 'ri.111 wl.~ reep<lft w \be .... IIUl , 

Bo 1\l!W \bet \Mre h a .s.tt&l\1 ..- tor -qt..q ..U ODd ..U.. 

Jllo4 ""alaeN •ierpri ... 111~ 1awraot1~ lliiiAI 1-c '--- eredU llut ~t \be 

loo4 ~Ul ~ a~ oeoowplllla \be pvpc>MI tor wllieil 1t h deoip..t. I\ 1o 

hlo NUt! t bat ~~ r~•t ~t tbe ~~ oo- _, loao up to 10 .,... 

eto\ of tho uoud ot ~· loq wolllcl 41-..oc• \11M troo 1111<1ac loeoo tor 

bot luoo iNJ'i)OIII qd \bet t hl 4 ..... ceat 1a'-"'Ait I'IW oooteopleted l!J tbe 

\ W h w. low. 11 &leo eiiPI'II ... tbe n11 U..t t lal propo- lec11lot1• 

1t ~. w .,o-• ao• pooMI- lo' ~~ i.e~1• 

tor \1111 retio-t 1!1 ~ 'ederal loow ; I -• ot .L:a......, 1oua lor bolli .. eo J)lll'­

i'ONI, be clel.W, alae• tbe ,......,_ a11en~ boak1 aow ert•cl odequto arecllt 

!t eil1Uoe w 111111>1r "-"• ud \Mre lo .., oouacl ....- •lv' web l ocilltloo 

ollooll4 be utODd .. w --- "--ll· loreoou, 91,_. of ao'llr -tal oc•dll, 

Oltk u u.. r.-.u 11ou1aa uaia!IIVIU., 11 aot p..- J)relWTICI __ ,ODd 

llo fooll \latt \Mre 1a DO ,...... .... alii w..._, ......WS Ill u oor<l*' w Pl911' 

·m,u.u ....,... tlal J)H'rioiooa ot tb.l J)roi'O- l lllilll\loa. 

• 
... 

Regraded Unclassified



·•· 
r. _.\1M_..,_.-''-' ....... ..U _.- .,__. >rtznz 

• 
..w;ul_, •• leelM ...,._ ... ,_ .. , 'W el u •=ztcW Is. -..-au. 

• 

•..,... at \M 1.-.al 111 us _.... _. lw .._. e1 ........ ..w h .... 

.,.... at \lie lallft el le•=-• et U.. 1~ .. _ 'ltztnn. fta -pwa\lu 

..u ..... ea#l\&1 at ll'lO,oob,ooo .... -.liM., tu.aoJ,ooo. Nn-

..Wlle .. nt 'r U. hwftWJ atU.twe- I ... ..U •+ ... ..__ 

..,,., t •'=•• ar \M- •Unl ... ta '- ..... ,, _.... xet'u Ull eltM 

fof;ral lUI i& An 'r \M *n:"'-f el \M......, ..... ~~' III I& ..... 

r. tM ;wpu; at '"*Sloe lall7ftria1 ~ _. ., 1 'd ..,. \M 11111111 __ , 1'.-lU. 

fof;ral lei " '-U _.... -. puuU&ue at aaatU• Ull e1 \M r.-u .,., ... 

M\ -u M IUZ11Jd .. tM\ \M ll,.,OCIO,A)OO et .... at \M P.-.1 lle,aal.t 

,__ ... ,., C:..;a:aUu 11U11 ..u pw ' ad 'r \M Pata.al 'II ;a ~ ..U '­

-...- ta '"' leastnr et \MII"aww)• N -pctAiu -'A 11a es\ .. ri ... 

'* lelw ..._ ...... w ttw u..-.-' et lw .. .-w, • W .....,.1_ 

u. at ~~.ooo,ooo, IIIII* ..u e.. ,_.,_. ae • ..s_,..,. ... ~=~ ..,. 

I 
ne _,.., ... ..u '- .... ~- (1) ....... •• u ., 1-.c -

*u _. r= I' u , .. ,...,...,. ...,. at. ea;pw Uu• ""tt u .,.,_ u.t.t el 

••o•M~,,OOO t.r .... - _.wplu ;;;t (ll) te -._. s- _.. .... ..,... IW 
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""" ..... '$ ... ,.,._., w I2J,OOO ,_ ~-~ . . ... Tl'llll\ \e \IN 

tllft daM., ........ , .... leelee 1'111 ....... , \M ,~ ••• , •• -.a 

lit ... .s,.. ter • 11 I• at 1 ,... _, w MIM MJIIIi'-\a w .. _ ., w 

to ,_ _, of \IN - ot \lie 1-. ..._ We ..., ,,..., t.11e ltMbc lNM 

...u o\ ,. u ... ..U .,.. \lie r~ .. _.... M.t w t.b ., 1\r ~'-' 

uo1 \llu 1a oaM ot Mr•U • tile pan ot \IN •rnww \IN lou -u bo -

,., .. '-'-\IN 1..sa, ..u lad ta. r~ •••=•• ..._ 8dUc \IN-'-'· 
1a ~1M •1\A \IN----. of ..U loaee ..S. t2,,001l ,... "'NUl, 

U,,OOO,OOl ot \IN eepi\&1 at \IN •spe~aU• '<wl4 IN - uid.a u a ..-l.t., 

r.4 \0 bo .... 1a 1a...S., ..a 1o••· 'J'bo 1a- - ld ._.. all loa ... 

lr. &owe ne\a4 not u the C..r .. , dooe 80\ d .. 1ra \o - Ill• -

9>oal , .... ...u .. 1"' of \Ae r~ .. _ •• ,, wlllell u\Aor1- loaal "' 

I~ .. ._. '-kl tw SMu\rtal _,.,.., lllloa.ld ... rapaala4 a1aM \be 

~tlM ._.. ao uet.1 poorpoMr du w \110 Hl\r1oUoaa \be\ \be 1-

lllall t. .... aJ, w ..wau ........ ,. ... •\arm- f., wrttJoc o~tal _. 

fw '*".., ..n 1a - at tift ,._ 

Ia ru,.... w a ~- or .__ 'J'o,...... ot o.lewara, lr. loel.eo 

"-'-' \"-\ lllr Pft,.Ml aa 1 ..-1\ ot .....U ..... lrJ \IN 1\atf or \IN federal 

IMrd boo\ ta.t u .,.. ..n ,. rn ..._ -•1.._.. bJ till Jo....& rt no.-r• 

I .lo, 

- .. *' .. z .. ,. z .... ot \IN a-tnnia FlaaM c.r,orauoa, • - • • te 1 

• 

\tr\U) we - , .. , .,. -1111o w ~· n. ..a -1'11 of \lie ~~~~--lt\M 

:-ou.1011,. \Ao -.u1 wUl ... INld a\ \AI ..U of 1\1 ~. ,_..,.. .._..,, 
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FEt»EAAL R&SIEAYI: BANK 

oP' N•wVottK 

11ee.r Jlr. Saoratar7o 

Sl..Dce reoebl.nc .rour telecru or J1me 1, I baTe bacl to ~ 110et or 

.:r tiM 1D Cubridce oa lminreity 110r1t, but be!ore l M'r111c tor -. teet welt, 

I had • ooa!ereDce with - or -:r aaeocietee 1D tbe bult abollt tbe •aad 8111 

m! tJie Barll -~Dd:!., aDd W DOW haTI Ha47 aD ~11 o! each ODe Of tho., 

ob1ch I celoM. 

!be ·- B1ll ia or =·· ... h !lOri epacitio ud catailecl tbul the 

Serlo -rAD<Iua. 'Ia b&Ye accorcli.Dcl:r cleelt with it 1D 110re cletaU. Par.....U;r, 

wb1lo the priDclpl.a or the blll aq be qu .. tiouble , I doubt it it woul4 clo m1eb 

b&niJ but I aleo doubt it it would ac~eb web. It l e not greatly dit!arct 

ill character hoa the prellllt Reconetru.ctloD 71DADCI Corporat1oo proce<hJre, aDd 

1D- 111.11 11 ra&l.l:r 110re reatrictln. 

Tha Barle -razodua - to - to ccataiD a aood deal or tauli;r 

reuonl.nc ud cone14arable leek ot bowllcl&e abollt the cu.rreDt ouppl:r ot iDTut­

abla 1\mde, ae oar -I'UIIbla poiDte oat 1D - detail. 1lbiD boUecl clo.t to 
• 

b1a actual rac-oDdatioaa, Barle'e ~ IUCIIIta to •• two MiD •-tat 

tl.rat, tor tha 1101t part be ie DOt IUCI .. tl.nc on tiDaDciel uchl..Der;r eo· eu~h •• 

• lllrtbar on..tlaioa or cartaiD pro co clorea alreacl;r 1D "", such u tiDaDciJIC public 

wcrte outal.de the bu<';ro t 1n tbe ...,.e 'l1tl;f as 11 DOw ~oM !or the RecODStroctlca 

J'lD&Dce OorporatioD aDd tbe Ullitecl Statal BouaiJIC Autborit;r, aDd l..DeuriJIC loeu 

to lll.ll 'bull..D .. MI (dealt witb 1D oar _,.ud\11 Oil tbe ·- Blll)J ud ... oDd, 

""C--ZdatioD !or loapital orecl1t baJtiO cloel 11111111t tba crMtiooa o! -

, 
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.... liar)' llorpetllou lr. 

'lbot.btr 1t -wl be wt .. to fi.Duce pabUc warn ouuld.a tile toa4cet 1a 

pert or tbe wbole 1••ral q ... aUoa whlcl> 1a - belDc' acitetecl oooca1"DiJic laadi•to.rT 

procedure. PoreoD&ll:r I • dabioua about 1 t oo tba CJ'O'IIId tllet laarlJic 1aportut 

!teas of oxpe~~ditura and thoir tl.Jwlciq oot ot tbe recuJ.u laqat "*J" aka it 

..,,.. dittic:W.t tor ua to mow Juat wbat tile laqeto.rT poaiUoo ta. I - 110 

objoct.I.CI1 to a oleaoitied laqot, but tllet io ••r:r dittarmt tro. laartnc i -

out or tho bldcot or tbe debt eteteaent • 

.lbout t ba •capitol credit beDka• fiT teollDc ie tllet wbile Utey -.J.d 

1Ddeod be no• aacbinar;r, I do not IM -t ooni coo tbe:r c:wld uaaf'llll:r pertono. 

In tho !irat pleco, 1t ae•a llllwiM to ba1'8 tho aue inetituUooo ll&ltt aueb 

lO&na both to public and to pri"f&te boclioo, since the naturo ot tho work would 

probo~ ba qui to ditroroot in tbe two coaoe, aod tbe pu.bUo l oaoa -.ld ba 

aeiol7 dapl.icotinc ti.Duclal &M'ODI•IIIU ft alroad;r ho1'8. Tho one new aod dil­

tlnctlve ael'Yieo tbat tile •copi tel crodl. t banks• OCNld raador would ba to prG"I'id.o 

oqui ty capi tol to priTato bleinooe concerns . But that ea•e to •• to ba a ••r:r 
lora• atop tor tile IOYertiMI1t to ~· and I doubt nr:r IIUCh 1t i t could bo dono 

orroct inl:r. 

I ebould 11ke to conclude wt tb one conoral c.-nt 011 both or tbeoo 

proposals. b I ban eaid, botb noproaent ainly utanoiona ot already uiotil>l 

Procoda..-o. Tho;r aok no to ao farther OD the road we ..,.. alraad;r t ronllna. But 

tho brood tact toda:r ia tbat we hon 101111 .. ob rart.bar tbon tbia or 0111 otbor 

country boa &Yer go11e bero ... in oxpandini tho -•:r auppl;r, rodllolni intoroot 

ratoa, croot lni ao•-t lllldi.nc aaoneioo, and deficit opomdlng. I do not 

obJaot to theM palloi .. in +h••lno, blat -t dioappoinu • i o tllet attar a 

decade or ouch uparionco. all tile t a eoacraooiOD&l boor1nc on ......... er;r _ ....... 

Clll brine out 1e Mral:r tllet • • ebollld ao t artller in tho - diroctioo. .l .,oh 

ooro JlflrUnont and oballangfna queeUoo, it - to •• io • bJ tboM polloi .. , 

alr .. dJ carried to 811Cb - oM•tecl l~o hoTO DOt boOII 1101'0 offactiYO. U 

U..t quootion ...._ trutly hoed 1t ~. I .-lAl tbink, load tbe inq1l1r:r in a 
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•• ... llla7 ...... U.. lr • 

boa certa1Al7 loe.o • lllal'p iMNue ot oona au. 11111 Uld tM s.- 1a _,.. 

1a the tirat balt ot lllST 11 FObr.blT w1thDIIt pua'\lel 1a our lila~. n. pa­

erol coat aDd ...,. ooncli t1ou 1a tM toUlc11.11c l.adaat.zy are aotor1ou, ad I \ldU 

it i e a•n•nl~ .,rNCI tbat • KlliltaDtial ITfiftl. 1a t.bt lo!SJdtnc 1aduat1'7 Ral.4 

do 110re tb&n aD7 otbtl' one tb1a& to &iTe u a tllll l'tOO'OeJ'7. .lDOt.btr t.port&Dt 

t i old tor Sa'Oelti&&t.iclD, 1D wtdch I II:Dow 100 are epec1all7 tater .. tecl, 11 ..... 

tu f71l.eal and 8Dotbtr 1e t.bt c;a.aU• ot -lible n· + te to the lat.10Dal 

Labor Ral.a.Ualll .t.ot. So loa& u w caatt.. to &Yo14 taeiD& -.lor probl- ot 

l.liU character, I 4o not t.ldDk w w1ll &et .. ..., tar b7 ~QgoltJ.ac nn 18Dclin& 

or apenci1DI cl0'01c ... 

lcmoro"" ll&r)' ..,._u.a lr., 
Socrot..., ot tbt 1'Na8olrJ, 
l uld.DJt., D. C. 

2 !Aelowrea 

Joha 1. W1111eaa, 

l'l« rr.a1clent, 

P. s. •• ban - toclaT -paper ret.,....cea to ID'. tccltl' teat~ but M.Te 

cot recebocl tho text, &Del t.b1DJ< it bettar a.ot to clelal •anci1D& 1"" thele -....s.. 
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THE II!AD BILL 

Purpo•• and outline or Pronaiona 

1bo appareot purpoae of t.bia bill is to incr .. oo tho uount of credit 

onUoble to the ...Uer buatnea .. a of the ccnmtJ7 , by pronding for insurance 

of bank loMe to 1111ch buoinoea .. by the bconstrllc tioo l'insnco Corpora t1011. 

The prlnc1psl provisions or the b111 are as follows• 

1. R.F .c. o.uthorbe4 to inoure aey bank again at tho 
whole or aey part of tho loao or loaaoa , in r espect 
of principt.l. or interest or botb, which auch bonk 
~ IIU8tain 1n u ceaa of an ..aunt equal to 
10 per cent or tho principal eaount or &D1 loen 
for &D1 buainoaa purpose. 

2 . Inouraaco prolliua to be not leas than 1/4 of 1 per cent 
nor 110re than 1 per cent per annua on tho unpllid 
balance, (ucopt that the R.P' .c. ~ chlrge a higher 
pr.tua or 1183 refuee to grant 1naurMce oo loans 
of &D1 bank, IIIIich, in the jud.pent of tho R. F. C., 
pursues e policy of tneuring onl7 th o more doubt!'lll 
of ita loone eligible for insurance). 

). Insured icdebteclnus of &D1 borrower not to uceed 
$1 ,000,000. 

4. OD]J" loane for a period or one year or 110ro, but not 
aoro than ten yoara, to be icaured. 

Insured loans to boar interest not oxceodin& 4 per cent 
of tho unpaid balance outatMding , (except that the 
R. F.C., by regulation, 801 decroaao or increase tbe 
perod.ssiblo rate Of interest, if M el to tho extant 
that i t finda aucb decreaao or increo.ae noces sory to 
insure tbe adequate uae , or to deter the excessive 
use, of tho inauranco focilitiea). 

6. II~ sarvic:e charge, foe , or ~aaion Ojlgr ogaticg IIOrO tbon 
1/4 per cent or tho priccipt.l. to bo ...So on an ic811red 
loan during tbo uro of the loan. 

7. Loans which are oubordinated to abort-tors icdobtedness 
iccurred in tbe ordinory course of buoinlll MY be 

inMlred. 

8 . Insured loana 801 be aaaigned or sold to other institutions 
by tbe bMicl u.Jctng the loans. 

• 

... 
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• • Dpall tiM ~\ ot _, loak, f8T luvecl t­

...U loa aUctlola tor Nd11 • ••t br tba r.denl. .._ 
_... lalt ol She cliatncr\ 1a tlllicll tba ..._.. ta 

looatad, ...S tor pzrpoeaa or Ndl•-' tba 1oaa 

alla11 ... ft]. .... , I!'' 1 .. 1l!aa tbe tall -t 
ot the 1aa moo ..,...la '117 tbe a.r .c. 1a roapacr\ 
of ... loa. 

10. rec1ara1 a-n. 1aata •"' '"'" ec1 to ~>v aDd aa11 
•obl1Cat101la awicl.lo!Jic loaaa iaaured -.dar Sl!ia 

.let•. 

C.po.riaao of the Prcn1t1!!!!! of the le&d I! ll rttb ""-' J'o!!rt ....S 

Practicaa of tho a.r.c. !111! reaD!o\ to Part1c1!!!t101l 1o Icc!uatrial 

Laue ...S. bz Bukt. 

Ill ceoaru it appaara Sl!at. tbe lloo&d Blll ... tborbae &lld ..Ua a ,.-... 

of det.allecl prortlicma tor a tn>e or 'bllaioaee •tch She R.!' ,c. 1a alraaq 

authorised to do UDder a ditrer•t ,_, !be present practice , 1o etteet, 

prondaa 1naur ... ca Oil bank loue tor -t• ap to 90 per c•t of the or1C1otl 

._.,t or 11!• loane , 'b)' ottarlnc a.r.c. _.._ta to buWo to ••- ap to 

90 per cent or tba llel>Ui t7 tar appro•ad lou a I s- C>OIIpariaonl ot proe•t 

pracUeet wl.SI! the prOY'iaiOila of the le&d Blll are aa rollona 

1 . I!Dt!t of liebllitr !!!ed - .t.t praa•t R.r.c. rtll 

qna to parCiia .. , clar1oc a ata\ecl period, a 
part1e1pet101l up to 90 per .,..t or aa appo...S loaa !lOde 

br a 'lieU I the R,P .c. therefore ebaraa 01¥1 loae 011 a 

1- 1a She - proport1011 u it part1o1patat 1o the 

t-, OD tba otbar a..d, the le&d ll1ll tnrthOrb&l the 

a.r.c. to pi'GYide 1a-• ap.iaet tba •o1a or.., 
part of 01¥1 1011 1o _., of 10 par oaat. of tht priooi­

pal '>fa 1-. Ill otber wrdl , the baalt .u:1ac a lac 

-u ba•e to t.Ua all of tha 1 ... ap to 10 par c•t or 
Sl!a priaoipal, &lid ~oa -'.d, at 1001t, COYer ~ 

lOA&I 1a U:0&81 of that -t. Ill praot1ee 11!11 

110alcl - Sl!et it 11!• 1- 011 a loaa -ted to 
25 par oaat. of tba priaoi,al, tba laDd1ac but IIOald 

nata1a at 1 ... t 41J par _, or tba loa• (10 per ect 

ot the priaoi,al) ...s tiM a.r.c. oot. ...re tbaD 

60 par c•t (15 par ...,t or the pr1ooipal), ••roe• 
...s.r She pr-t praot1oa, it a -'-t bad be• 

.s- br tbe Jt.r.c. to t.Ua 90 par oct ot the loa, 
She t.diol beak -'.4 .uta1a 10 par .,_t. ot tba loa& 

aDd the a.r .o. 90 par ""''· 
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2. lniNJ'UCO rat.et CC!a!!!!r!4 ,tb o 1 W...t rat.et -
tile iiM4 IUl prortdet or 11111111'..,co prom-
of 1/4 p.r e•t to 1 per c•t, nbjoct to tho 
oxcepti.., noted 111 tho proco41llc eocU011 ot thia 
••oraD-I up to tllo l*'•••t tl..ao the a.r .c. 
bat •d• a ..-it!!Dt cMrll of 1 per cODt wboro the 
prcporU.., of UabiUt.J at~ bJ tho R.r .c. liao 
aot bem 111 ucooo of ~ per CODt, 1 1/2 per e ... t 
wboro tho liabili tJ u-.t boo beoD ~ to 7~ per 
cut Of & lOIUi o ... (! 2 per CODt wbero tho l1abil1tp 
ae.-d boa be• 75 to 90 per e ... t. 

). Iateroot rate to be charco<:! .., loeDt - tile 111tereot 
rote to be charlo<:! bi liCiG 011 louo, to bo o~blo 
for lllourmco UDder tho llood Bill , 1a 4 per cODt, 
sul>joct to the authorit.J 11...,. \110 R.r.c., u noted 
111 tho Jli'ICediDc tocti.., of tbio -oro-, to f ix 
a bJ.Cbor or a loftr rate lllldor certain coaditioc.J 
tho R.7 .c. rate tor direct 1ouo to lllduatry .... 
reeon~ reduced to 4 per coat, but baaka aak1llg 111-
duetrial lone, rltll co..J.tiiODt.e br tho R.r .c. to 
pw-cbooe perticipetiono, MJ' cborco ~ per cent, or 
eT8111 in ec:ee eaaee, 6 per cent. Irunaruee pre.S.•• 
UDder tho lload BUl are additiooal, bonnr, wboroao 
tho prooont R.r.c. eo•it.aont eborgo 1111ot be pe.id b1 
a bank out of tile llltoroet 1 t roceivu troa the 
borrower. 

4. llo.turitil! - The !lead BUl 1111ito 111auranee to loano of 
1 to 10 roar uturitioa1 tho R.r .c. boo no web lOJal 
11111taUoD on utur1Uoo. 

5· Sb• or loona - !bo lload Bill l1111tt tho DOUDt of 111-
aured louo to &D1 borro...r to $1 , 000,0001 the R. Y.C. 
baa no ncb 11111tat1an 001 ita 1oono to &D1 borro•er• 

6. S.curitz - 1'!.e •ad BUl c001ta111a no opecitic requiroaeot 
•• to the eOUDdDooo or eecur1t1 ot loona to be 111SIIl'*ll 
tho R.r.c. Act requiroa that loont oball be •ot such 
aound. 'ftlue, or eo aeeur.S, •• rHaoaablT to assure re­
tu-t or ro~nt•. 

Pouiblo Roffita ot !!!!ctaont of tho lfoad Bill 

260 

1bllo tho llood BUl o~ prondoa 111 groator detail, and 111 oouwbat 

dlttoroat tor., tor a tJpo of buo1Dooo mloh tho R.F . C. baa alreodJ beoD COD­

ductiiiJ , it 1a quito poaaiblo that it tho bill ...ro ~~~&cted , the 111euranco pro-
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tidOIUI lli&!lt b4oc- 110ft wldelT ~ uu1 w ... otood 'b7 tho bulb th*D tho 

Jll''"tl1t "'"""••-te tor ll.r .c. -s.t..te to take partlclpe.UOIUI 1n apprO'Ied 

1...,1. I! that 11 ..,, tho ~~aka llltlat pooolbl7 - - aclc11UODal 1o..o 1n 

b«<!or-l:I.Do caaoo , or - 100Da or 1cecw •wrltloa thaD th~~r are - d1apoo..t 

t.o ub without ooai-ta b)' tho ll.r.c. •~<I without AliT insurance. It .,.,t b4o 

bol"'le 1n aind, bowo•er, that u 1oac •• 'bo.aka .,.,t oatror tho first 10 por c011t 

lo,. 011 AliT 10111, tho llead 8111 rlll prob4obl7 110t pro'fO to be o •troll& :I.D"-t 

to tho banka to aako 101111 which th17 ooul<l Dot otherwise ..to. 

llb11o it 11 poaa1b1o that .... bukt lligbt el ect t o get insurance b)' 

tho R.r.c. on 101111 on 101111 wb1cb th17 ooulcl otherwi•• aolto without :I.Dauruoe, 

M•ertheloaa, except iD <loubttul eases , th11 would probabl7 rathu alto 111 llllin­

o\U'od loan at 4 1/4 to 5 por cent :I.Dtar .. t , tor OXIIIplo, thu 111 :I.Daur-.1 10111 at 

4 por cant :I.Dtoroet, with an ~d1t1(IDI]. cb&rll fOr tho :I.DeuraACO proel.ua Of 1/4 

to 1 per ee~~t. D> other wor<le , 1t 11 11ltol7 that tha banka would not appl7 rcr 

!JIIIU'IIIce 011 101111 1n the soo<~noo1 ot wbJ.cb th11 bad CGDtl.<loDeo, but 100ulcl aPP17 

tor 1nour&Aco 0D17 011 tho 110ro <loubttul 101111. It 1e quoot1011ablo, tborororo, 

'lhothor tha R. P . C. ooulcl, iD t act, extend :I.Douruco on tho t7poo Of 1oaDO proiOOt.­

od tor iDIIID'aAOO 011 a -cl 'bull at the rotel Of 1/4 per c•t to 1 por C .. t 

ouuoated b7 the 11eac1 BUl. !bo oxporie~~co or tho P..teral Roaor'fO Bollk ot low Iort, 

u roccr<l-.1 1n 1tl lllll1l&l r e port tor 19)8, U7 be port1n.,t iD this oO!UiectlonJ 

tho report 1nd1cat..t that apinot total 10111 or $26,200,000 tbo baulc 11~ oot up 

f'Oaorno apinot oatt-.t.-.1 lo ... • of t')lS, OOO , or 3 1/2 per ciDt ot tho 101Da. 

'nlo acbaal. 1o1111, ot courH, rlll -t be - 111>t1l tho lOIDI are finallY 

liquidated . 

I! tho 11~011 11 correct, tborotoro, that banka would be cliopoo-.1 to 

apP1.7 t or :I.Dauro.aco cb1•fl7 on cloallttul lOIDa, U .... 111tol7 that 1naurODco 
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..,-1au abon tho l per c•t •rl-, naootecl ill the Meed Bill, wo'Gld be 

MCUIOU'T to co-.... .,o rl.aa t'alq. U t.be 1Dnraaoe preai-....,. t1xec1 at 

lenla that 41d Dot adeqa~ OO'fV t.be rl.elle , the innraaoe ot loeu 1>7 the 

R.r.c. ""uld, 1D e!!aot, coaetitate a eubei~ to urginal bue1DeeHo, which 1D 

a ouaber ot cuee wo'Gld probeli].J 110t be nccelltlll 1D PI'8TIIIt1Dg the failUJ'I o! 

aueb btao1Dellllo so .. ~ .... llthougb tha liMe! Bill would DOt actu.al.l,y anl.a.rga 

1M oxiatinc po"r• of the R.r .c. to aeailt baDka 1D pro'f141Dc ore41 t tor ....u 

busiooaa11, tho aw 17et. or 1...,. 1Dauraaee propoeed 1D the .. ad Bill -u do 

ao hanl it tho 1DIW'anco ot loane wvo COI1ductecl 011 a eo011d bub. 

It 1e appu..,t that .. eb 110uld depead upoa tho a.-al.atration ot the 

act by tho R.r.c., ao tho 1Dnranco of loana 1a peroiuin rather than II&Ddato!'7,. 

Md the R.r.c. 11 gl:rea wide lat1tad• 1D deteraining wbether it w1ll 1Dnre 

a banlt1a induatriel loa111 or Dot, what prOportiOII Of tho risk it will &I I,_, 

what ioauranoo preaiwu it will ellerae, and ..,011, with cortaiD quallficatioaa, 

llhot iDtorut retoa the b&Dke ~ ellergo 011 1DIW'od loau. It is concei'fllblo that 

tho R.r.c. algbt line a replatioa ponlttl.Jic the bank& .. ra].J to report lo&D& 

th17 woro .U:J.ac 1D order to ban U... 1DIW'od, ae wu tho procodllra 1D F . II. A. 

ioii1U'&Dee of bOM 110dorabation 10&11&, &Dd depoa<l tor e&tet)' llpoD tho eberw of 

the riek reto1Dod 1>7 the b&DkeJ or, 011 tho other hand, it lligbt contiDue to re­

quire wb!UeeiOG ot .. eb 1D41'ficlual 1...,., with tllll Wo.-tlon, for 11ppronl 

botoro iDIIU'&DCe no graated. ODdoobtod].J a web l&rgor 'f0111M ot loane would 

ba iDIIU'od by the bllllke it tho tCDWer prococlllro IIOJ'O followed, ol.tbousb it 1o 

probl-tictl how II&D7 11oro loan• 110uld be Mdo 1>7 tho bllllke owiDC to the fact 

that th11 would haw to teko a t lout tho tiret 10 per cmt or loae on U7 loan. 

ID -•1dar1DC t.be )II'Ob&b1UV of uy groat 1Dcroaeo 1D tho oa"""t of 

.. 
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credit oxteD.s.d to tho ..u ... boaaiM-, 11' tho llead lltll •re .. ctecl, tt 11 

portl.n .. t to aok lll;r tho R.f .c. - ... aiati.Dc lecblatiGil, ODd tho federal 

Rou~• Banko, beY I Dot Ul'efl<l:r at&ded _., orodl. t to n ell buiD""' . lD tho 

eau of tho federal Reeorq llaab, 1t 1o tno that thuo be.,. booD local lWta­

Uono oa to tho purpoa" for llhiob tha lieoorn J!Wa .-l.c1 aka loaoa to 1Dd\latr1oa, 

and aloo 01 to Mtw1.tha , ate . llhicb be'fO •d• cutatD appl1cat10DJI for loau 

!JioUgiblo. Tboao 1Wtat1Gil8, ho•....-, ho'fl Dot applied to the R.f. C. 'lbo 

prloo1pal dotarr•t to ..,... extellaiw IJ'Util>J of loaoa b)" both organlsat10DJI 

appear• to ho'fl bom tho atuoroblo proapocta for M11J of the appllcmta, hacauao 

of wh1cb 1 t appeared quat1Gilablo wbot.ller lO&Da could bo Mdo a&reJ.T, or, ....., 1! 

thq could bo Mdo aatoJ.T, ..,a thor tho applicu ta could aueco .. f'o.llT continuo 

in bua!Jiou it t.llo;r did obtaiD the cred1 t oppl1ed for. 

'lbo pr1Mz7 difticult;y that baa pronntod a ll'eatar daand tor loua 

b;r the IID&l.ler bua1Doaaoa, &Dd t.llat bu pre'fllltecl opprc'fal of a greatar proport1001 

ot loans for l'bJ.cb oppl1cat1cma ho'fl beft •d• to loodil>J oconoioa, appeara to 

bno haan tho aaproeiail>J proopeet tor profitable operatiODa, llhicb baa ~ 

borro_.a 1A MilT coaoa reluet&Dt to 1Dcur tlorthor dobta, or, 11' thq .,..., wU.llnJ 

to 1Dcv dobta, hu ...sa loaclara do..,trlal ct tho obU1 t;y or the appl1"!"t• to 

uae add1t10ll0l. credit nce .. af'o.llT aod prorttabJ.T. 

CoaaoquaotJ.T, upactat1cma of a croat ·-aion or loma to tho ...:Uor 

buo!J111101 or tlla OOUDtr;y 1 1r tile ... d JUl 11 ODaCtecl, &!'0 likol;y to load to 

dioappoiDta.nt. It 1o DOt probable, tllorotore, that _.cteoDt or tho lf.ad Bill 

would cooat1tuta aD illport&Dt 1Dtl-c• 1D pro110t1nJ buaiDooo roconr;y, but it would 

&pPoar, rather, that tllrtllor bua1Doaa reoonr;y aDd iapro'f-t 1D bulDooa prot1ta 

oro tho aa-tial reqatr-ta .......s to prCI'f1clo a aOUDcl bu1a tor a atarW a:­

PUalon of b.U 1.,.. to bu1DoM. 
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June 5, 1939 

Co-ts upon A. A. Serle's 
•A B•nk1ng Systes for Capital end Capital Credit• 

1. The proposals aade by llr. Serle to the Teaporary II a t1onal 

Economic Comaittee in his ..-orcndum on "A Banking Syst em ror Capital 

and Capital Credit• are designed to remedy what he believes to be a 

serious flaw in our existi ns financial arrangements. According to Mr. 

Serle, business recovery i s held back by a deficiency in the supply 

of fUnds available for financing long-term capital expenditure. 

lbile industry's short-term, working capital requirements can be met 

by the commercial banks through creation or credit and expansion or 

deposits , there are no institutions capable of performing a comparable 

!Unction in the field of long-term financing, by creating new funds 

to meet long-term capital requi rements. BRcause no such institution~ 

exist, Mr. Serle holds that the supply of funds available for l ong­

capital purposes is l imited to current savings. Be holds , further , 

that since savings are necessarily restrict ed when business conditions 

are depressed and incomes lo!, the s~pply of funds to f i nance new 

long-term capi tel outlays i s seriously inadequate. In the task or 

achieving recovery we are, ther efore, · caught in a vicious circle. 

Recovery from depression depends upon a marked revival of capital 

Soods activity, but owing to the non-existence of financing agencies 

capable or creating new funds tor long-term capital purposes, a 

shortage of investable funds checks the revival of capital goods 

act! vtty. 

2 . As a means or remedying t his d•fitct in our present 

financial organi~ation, ur. Serle proposes (a) the establishment or a 

Public Works Finance Cor porati on, (b) OoYerlllllent insurance of loans 
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ror 1111&11 buelDese, Uld ( c) tbe en.IIU811MDt of capi tal credit 

banks· Jacb of theae re,cc- .. rllld11a•U- will be dbcu .. ed 111 •-

detail later 111 this ~. Betore procnttq, howenr, to a 

discussion of the 11141Y1411al reco..eadatlona, lt b laportant to 

eaphashe that llr. Berle puta forward theee proposels not as a 

11eans of IIIOditylng and. broa4enlng tlDancial facllitles whiCh 

elready exist , but rather as a aeans of peraltting wholly new an4 

hitherto neglected t1nanc111g tunctiona to be perforaed. His pro­

posels ere supposed to t1U a II&Jor sap 111 0111' long-tara t1DaDcing 

facilities which he t:h1nlrs he has dlsco•ered. 

Viewing these proposals 111 llr. Berle' s own teras, 1t 1a 

difficult to escape the conclusion that his case ia extreaely weak. 

In tbe t1rst place, the contention that the supply of inTestable 

fUnds is deficient, and that this deficiency can be corrected olll)-

~65 

by tbe eatabliahaent of new credlt creating agencies, is an econoaic 

fallacy of the aoat naiTe sort. In the second place, the principal 

tinaDclng agencies whiCh llr. Berle wishes to establish 

create new fUnds, but rather to proaote the flow of 

e.u,n;•ng 111•eetable tUDds 111to cbanDala which the Gonrnaent _,. deelre 

encouraae. llr. Berle' a proposals, 111staad of 111TOidng Go•ernaent 

... , • .,u to perfora wholly new flDencina tlmctiona, would aerely peralt 

extension or Go•err.ent participation 1n field• 1D which the 

Governme11t has already beco- act1Te. These points wlll be fUrther 

••••oJ.OJPtd 111 the subsequent parac!'aphl. 

s. The present supply of tuDde a•eileble for t1Dancins 

•u"ll-t•• ... capital outlqa b Taetly larser than in aD.1 prert01111 

ot our eOODOIIic deTalop.eAt. The tollowlDi table co.paree 

.oney supply U14 the utlonal 111- 1Ja 1N8 with the correeponUns 
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riFel teD yeara earlier, Uld IDIU.catea the c~u~n&e which baa 

occurred 1n the raletiouhlp be~ these two quant1t1ea. 

(Ill B1111ona or Dollars) 

DeiWid. deposita lational Ratio or ill-
pl.p.t qprr=· I p99" to .,P'! gpp1z 

1928 1!18 . ! 78.8 2.9t 

1938 !2.8 ez.e l .S. 

Per cent change + 25.0 - 19.2 - 35.1 

The .one)' supply was 25 per cent larger 1D 19&8 ~an 1D 1928 and the 

netional 110ney iDeo• was U.,st 20 per cent eaaller. It the 1928 

relationship of 1 to S between 80Dey supply and national 1Dcome had 

continued, we would haTe required only 21 billion dollars of d~ 

deposi ta plua currency to transact business at our 1938 leYel or 

Instead we had almost SS billion dollars. A major portion 

additional 12 billion dollars represents funds which are 

potentially aYa1lable tor long-tera tiDancing purposes. In addition 

to the cash held by industrial corporations and business concerns 

tbeasehee, soae of wb.lch could be used tor capital expenditures, 

extraord1narU7 larce a.oanta or iclle cub are bald by institutional 

in•estors, by tl'llat tlulda, and by well-to-do ind1Y1duals . Jloreonr, 

tbe co-rcial banka, whose role 1D prortd1na long-term capital tunda 

• 

• Berle greatlT underrates, are 1n an unprecedentedly easy condition. 

excess reser•ea or oo ... rc1al banks belonging to the Federal Reeer•e 

System are 1n the neilhborhood or o&,S billion dollars. 

The large a.oants or exceaa reeer•e• held by the bankinc 

!Yshm and or 1clle callh held bT the public find their renection 1n the 

low leTal of interest rates. Yield• are low not only on the 
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bigbcst grade obligations1 but ala~ ~n aaQr types ot aecuritiea _ 

both bonds aDd equitiea - ofterinc a le .. enured return. Yields 

haoe rt~uined hi&h only 11ber e the rhk factor baa been especi ally 

large, as in the cue or railroa4 aDd forei gn bonds, or mere 

special rigidities haYe operated to retard the downward adjust .. nt 

ot r ates, aa i .n the case of residential aortgace loans. 

Mr. Berle' s misapprehensions concerning the supply of 

tn•est able fUnds are based upon two errors. In tbe first place, as 

noted earlier , be undereatiaates the role of the co-rcial b•nlr1nc 

syst ea in prodding credit tor long-tera capital purposes. That 

their role in this field is ot considerable iaportance is indicated 

1n the following table, which shows the compost tion of melllber bank 

loans and investments at the end ot 1928 and ot 1938. 

(In BUHona ot Dollars) 

.liD li9 
•Ot her loana• (largely coDDercial) 12. 1 '1. 0 

Loans on securitiea 9 . 9 3 . 5 

loana 15.1 2.7 

s . Gort. securi t i e a (direct and guaranteed) • • 15 13. 2 

securi t.iea ....§....& ~ 

155.7 32.1 

•other loans• of melllber banks, which CJG.naiata largely ot coDDerci al 

represented acar cely more tban one-third or total loans and 

in 1928, and leas than one-fourth in 1938. Besides 

in recent years an important part ot the market for 

securiti es, the co .. ercial banka haYe in the past pr o­

l arge a80unts of tunda tor lone-tara capital purposes tbrou&h 
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loaD' OD a.eariUea all4 re.l. estate, all4 thJ'ou&b iDYeat.ent ill 

securi ties. The aelllllu t-•C7 ot oo-roial loau ill proportion 

to total bank assets appears to ha•e beea dowuward sillce before tbe 

11er, and when co-r cial loau bulked larcer ill bUilt portfolios 

than at preaent, a considerable portion of the .. loans was not 

truly short term ill cbaraoter. 

ltr. Berle' 1 second lliaconception conahta ill ident1~ 

the supply of illveatable tunds with the current Yoluae of saYings. 

Under pr esent conditions the abillty of institutional ill•eatora 

::ca 

and or 1nd1Yiduala to finance lon&-t81'11 capital outlays bT expandinc 

their holdings of eernillc assets 1a Masured by the aupply or idle 

• eash at their disposal. The supply ot current saYings operates to 

11Dit i .nduatrial capital expend.iture only it expansion or bank credit 

1a restricted and the supply or i dle t'Unda in the hands or the pablic 

i s small. In putting forward the proposition that recoYery is iiiJ)eded 

by a deticienC)" ill the aupply or inYeatable tunda, llr. Berle haa 

disregarded one of the aost str ildng features of our present econOIIic 

position, naaely, the persistence or low econo.io actiYity despite 

supply or tunda •cb 110re tban auttioi ent to pro­

Yide the 110netery bash tor tu1l r ecoYery. 

4. Aa was aentioned earlier, Mr. Berle• s proposed •easures, 

instead or giving a molly new direction to the Go•ernment 1 s ti.nancial 

vu••'"Y , would pri.ncipally ser•e to pro110te the tlow ot existing 

1
1D'•estat>le tunda into channala wbi.cb the (}OYernunt •ay desire to 

encourage, thus proceedi.ng fUrther ill the general dir ection or policy 

baa been puraued durtna the past few years. To be sure, 

• Barle do .. eatablieb, 1n Ilia first all4 third reco~ati.ona, aoM 
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eo!lllectio~ between his anal.;rsia aDd hie proposals b;r prortdJ.ng that 

rediscount pri Yilegea at the Federal ReaarYe Banlca ba extended to 

both the Public Works Pinanca Corporation and the capital cr edit 

banks, and by suageating Yaguely that the capital credit banlcs might 

be authori zed to receiYe speci al long-term deposita from the public. 

Neither of these features would be in aQT way essential, howeYer, 

oor would they be sufficient to make these agencies .aney-creating 

per with the co-cial banlcs. It may be presu11ed, 

although llr. Berle i s •ague on this score, tbat their principal aeana 

ot obt aining tunds would be b:r issuing OoYernaent guaranteed securities , 

thus tapping existing supplies or inYesteble tuods rather than creating 

new fUnds . In the second reco-endation, insura.nce or loans to small 

business , e designated OoYernment agency would intervene merely as 

between a private lender and a private borrower. As tbe 

activities and the fina.ncing methods enrtaaged in llr. Berle1 s pro­

strikingl;r sim1lar to those of exis ting Government 

asencies, tbe contention that his proposed measures will tulrill a 

prertoualy neglected financial fUnction cannot be 

llr. Berle' s reco-end&tion cannot be judged in terms of bh 

Each of the• would carry OoYerDDent actirtties soae'llhat 

rarth•,~ in certain areas in which the OoYernment has been active in 

••cen• years, and would inYolve a turtber extension of certsin types 

financing 111etboda which ere now in use. llr. Berle' s proposals 

be discuaaed troa this point or rtew in the following sections. 

5 . fublis 1orj3 lip•pco Cor poratiop . The tu.nction ot the 

•ro110sold Public Works Fi nance Corporation would be to finance 

projects undertaken by the Federal OoYernment and b:r 

.. -
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states aDd locUit1ea. the Corporation would Y"ahe its ,_ f'llflde, 

thus relieYinl tbe trea8Ur7 ot tbe teak ot t1D&DC1D& public worlte 

outlays. Altboulb it 1a propoae4 that 1t abould bave rediscount 

tacilit1e:s at tbe federal Reaene Banlta, tbb feature ot the 

arrangements is quite supertluoua ainca the Corporation's principal 

means ot obtaining t'Unds would doubtleu be t bl'OU«h the tlotation 

otGovernaent-guaranteed obligations, tor which a ready market would 

be tound. The portion ot the Corporation' s debt serrlce charges 

not conred by ita reveDI1es fro• loans aDd tro. public works tdtich 

Jield a .oney return would be .. t by an annual appropriation ot 

t'lmds tro• the Treasury. Tbl'ougb the eatabli~ent of an autono.oua 

t inanc.ing agency tor public works, this ujor sector of GoverDIIlent 

capital outlays would be placed outside the Treasury's budget. Thus 

the financing 11et hods now being used tor the Reconstruction Finance 

Cor por ation and tbe United St ates Housing Authority would be extended 

over the whole public worka field. 

The Public works Flnance Cor poration, besides providing 

tuods tor Federal public works, would JUice loans to States and local 

goverDMDta tor conatl'llction projects. In tbe case or State aDd 

local undertaldn11 of a type tdtich will provide a direct money return, 

soaething like a •co-ercial• rate of interest would be charged by the 

but tor tbe wide range ot projects which provide no 

inco•e - roads , schools , public hospitals , sewage disposal 

public buildings - the ln~ereat rate would be very low or even 

so that virtually the only charge on tbe State or locality 

const at ot periodic inat~enta tor .-ortization or principal. 

t e ditterencea 1.n t1nancial details , tbe Corporation' s role i n 

• 
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1crutia1&1DC and t1DaDc1D& publ.ic worlta proJects applied ror by 

statu an4 localit1 .. we12l.d be broa41T coaparable to tbe role DOW 

pertorMd by the Public Worlta .lcbllinf.atration. Tbe present •ethod 

ot coabined loans and cranta would be replaced by a straight syat .. 

ot loans at Yery low i nterest. 

Tbe euential aipdttcance or this proposal 1s tbat 1t 

would place the Pederal GoYarDMDt' a enl.arsed participation in tbe 

public works field oYer recent years on a .ore peZ'IUL!Ient basis tban 

at preaant. Jll4pent on the proposal will• therefore, depend upon 

2i 

tbe rtew 'lbicb b taken reaardlaa tbe desirability of ••lr1ng peZ'IUL!Ient 

the Federal Gonr-t• a recently enl.arced participation in public 
• 

works. This question lies outside the acope or this IIS.OriiJidu.• but 

it u,y be appropriate to point out that Stetes and localities can 

scarcely be expected in the fUture to finance out of their reYemaea 

powan e~hinl like as large an amount or 

in the past. !lUriD& the 19201 s State and local 

go•ernaents apent an aYerase or 2 billion dollars a year on public 

works• nearly one-half or whicb was tiii&Dced by net additions to debt . 

expea41tures were abarply contracted atter 1930 and baYe been 

below one b1ll1on dollars since 1933, while State and local debt hu 

IID(lergoJle a reduction. The strain aposed by relief charges upon 

local budgets ba!l !lade it necessary oot o'll.y to curtail 

cot•st:ruc:tion outla;rs but also to r esort to types or taxation generally 

w••n,~el~ed undesirable - IUcb as sa:Lea tuea - to supplement norllal 

and the statutory borroring lWta baYa in ll8ll3' cases been 

As a reaul t. tbe tnereaee in Federal conatruction outla;ra, 

on a •replar equ1Ya:Lent• baais• bas ser•ed Mraly to 

public coD8truct1on to aollltobin& like tha pr e-depreaaion 
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'fOlllM • It it 1a desired to uintain pabllc conatruction at SOMthiq 

like the pre-4eprenion -.o1uae, it 1a probable that eo enlarged 

yolu•e or Pederal expeMitures ot this type wUl per1UDelltly be 

necessary . Since the incurring or debt tor this type of expenditure 

bas considerable precedent, the new may be taken that Federal eX!Pelldi-l 

tures or this type, it maintained at a autti ciently high level to 

offset the contraction in State and local outlays, should be financed 

throueh an autonomous acency and should not be renected in the 

regular Treasury budget . .f.a noted earlier, th.ie financing derlce is 

now being used by several Federal agencies responsible tor capital 

outlays of certain types. 

6. Ipaurapso of Lg•p• to 8••11 Bus1p••• · (Tb1s proposal 

1s a.nalyeed in a ae.arandua on the llead Bill being prepared by 

llr. Roelse.) 

7. Capita1 Crtdit Bapka. The third or Mr. Berle's propo 

is that a special subcoaaaittee or the Teaporary National Econoaic 

Couittee should be appointed t o dratt and report to the next Congress, 

a bill •prortding tor capi tal credit banks, whose business it should 

be to prorlde capital tor those enterprises which need it, when they 

need it; and it should aake that capital eqUall:r aYailable to the 

Co•ernaent or to local unite tor public work, when public enterprise 

went into action, or to priYate enterprise when private enterprise, 

either new or old, needed the aeeiatance. • This 1a both the aoat 

sweeping and the least explicit of Mr. Berle' a three reco.mendaticns , 

and it is doubtless because it raisee ao aaoy dirticult questione that 

he suggests that the task or drattinc a bill be given to a speci al 

Congressional subco.aittee. 

Th e tunctiona and aethods or operation or the capj_tal 

credit banks are ao ncuel:r defined that the pr oposal can be co-ted 

Upon oDly in the 808t ,_al teraa. The t1rat question wbich ariaea 

-
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ill considering this reco-.eudation concerns the workabillty or a 

setup under which one ageDC7 would ban tull reapondbillty both 

tor financing and superrtsing Public capital outlays, and tor pro-

riding tunda to stillllll.ate private capt tal expenditure. Though a 

coordination or policy in these two fields is wholly desirable, the 

tasks themselves seem to be quite distinct, and reasons tor combining 

them in a s ingle agency are by no means eT1dent. 

Second, over a wide area tbe !unctions or the proposed 

agency appear aerely to duplicate those ot existing Government 

agencies. In the field or public construction, it is difficult 

to see wha t additional !unctions would be performed besides those 

~ich are to be assigned to Mr. Berl e 1 s Public Works Finance Corpora­

tion or which are now being performed by the P ••• A. , the U. s . R.A. , 

the R.E. A. , and several others. 

I n the private 4 nancing field, the functions of the capital 

credit banks would overlap those ot the R. P'.C. , P'.H.A. , the agricult:m••I 

credit agencies, and other s. In addition, however , t be capital credit 

banks would hue tbe new tunction ot providing long-term and equity 

capital tor siUll business. 

The desirability ot assigning a !unction ot this sort to a 

Government agency aeeas highly questionable. In the first place, tbe 

capital expenditures or s mall businesses undoubtedly represent only a 

minor pnrt or total erpend1tures tor producers ' goods. An approximate 

measure or the relative importance or •small business" is provided 

data given by the Census ot Manufactures. According to the 1929 

Census, only 19 per cent of all wage earners employed 1n manufacturiq 

industries were 1n establ1shaents eaploying not more than t1tty workers. 

lhen account is taken or the ract (a) that some or these SliJ.&].1 estab­

lishaents were units 1n luger concern. , and (b) that sull concern• 
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p~e40111Date chlefiy 111 tboae t7J)ea ot IUDII.factur1Jig i.Dhatry in 

llbich the requir~ capital inYeataent per worker eapl07ed is na11, 

it is clear that the actual econollic iapor tance of capital outlaya 

by small busineaaea i a r ather alight. It ia difficult to avoi d the 

impressi on that the prevaili ng aoli citude tor the alleged financing 

difficulties of the saall manufacturer rests upon social and political 

rather thaD purely economic considerations. Though the landing ex­

periences of the Federal ReaerTe Banks and ot the R.F.C. with respect 

to small busineaa loans aay not be directly perti nent when t he 

question or proTiding equity capital is beiJig considered, the guess 

may be ventured that the outl.ete tor equity capital investment in 

si:Uill business would be found to be r ather limited so long as any 

semblance or prudence is aaintained. 

Moreover, consideration or the difficulties involved in 

under teking an equity participation i .n a number of small enterprises 

suggests that this ie the least appropriate field for governmental 

financing actiTity. AnT adequate appraisal ot applications for 

capital funds would raise forci bly a whole r ange or questions which 

arise to only a lillited degree in llllldng short-term or intermediate­

term loans. Detailed tallil.iarity with local conditions, with the 

conditions in the applicant ' s field of business, and with the abi l ity 

and character of the applicant hilllselt, would seem essential. The 

task ot following the operating results of a number or small enter­

Prises a.tter capital tunde had been provided would be diffi cult, 

especi ally ae ..all buaineaaea frequently cannot a.ttord elaborate 

accounting syateu. Finally, .ubatantial equity participation 110uld 

carry with it e partial reepondbility tor control of the enterprise. 
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fbis particular tTPe ot ca.,~ .. batweeo publle aDd private 

owner8bip aDd eontrol ot a aa.ber ot aaall buaineasea would present 

extraordinary eoaplezitlaa and otters DO apparent ottaattiac 

advantage a . 

• 
v 

• 
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TREASURY DEPARTMENT 276 

INTER O F'I'IC E COMMU NICATION 

OATa 

TO Sacretar,y Morcentban 
JUN 6, 19_19 

fROM £. H. Fole7, Jr. 

For rour intoJ'Mtlop 

The wte 1n tba Senate P'iD&Dca c.-ittee to allhoot.ltute &Dd report 

ruorabl7 the Bouaa Bill extend1q tba Treuur7'• -t.er7 poeera tor.., 

addi t.loD&l. perlod ot two 7e&re waa 11 - 7 . 

I ~rat.end that tbe wte on Senator Adau' 110t1011 to atrlke out 

t.be prorlaion ot the bill continuing tbe poeer to ran.luo tbe doll.&r wu • 

9 - 9. Two De:oocrata then 8111 tcbed and voted ill fnor or report!"& the 

bill. We baYa been UDAbla to find out datinitel¥ free tba Clerk or the 

Couittea the 111111ea ot the Senatore wbo chanced their Yotea. 1'ba debate, 

ti'OJI what •• han been able to leam, waa quite acrliiOnioua, &Dd tba Clert 

who baa cooperated to tba tulleat 011 these Mttera in the put, gi .. a 

.... ..,. l ndl.catioo of ba'fiq bean 1natracted '1>7 Senator •egnar oot to 

dlaeloaa tba .,.... or tba S.utora wbo cbollpd their ..,tea. llon'rar, 1 t 1e 

OIU' beat pea that Senatore •orth ClaJ't &Dd lladcllrra weno the tao Wbo 

nitcbed . 

The onl7 Senatore wbo did not attend tba c:.-1 tte• aeeti"'t ware 

Brown end Malooe7. 

I undarate· d tbe bill will be brouabt up i n the Sena te aoae t1H 

next we-ek. 
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!U! 1!EAD BILL June 7 , 1939 

10:15 A. K. 
Present : JCr, Hanes 

Gaston 
Foley 

R.!·!. Jr: 

Duttiold: 

Mr . 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 

Preston Delano 
Upham 
Haas 
Wh1te 
Bell 
Duttield 
Lindow 
l:adea 
O' Connell 

1 1 . It is the consensus or tb1a group that there 
is an untilled need tor business loans lying 
mainly in the area between the types or loans 
being made by the moat conservative bankers and 
the types ot loans being made by the most pro­
gressive bankers . Th1a need is eutti ciently l arge 
to warrant new measures to supply that need. This 
group considers this to be a proper banking field 
to be t aken care ot by bank credi t . 

•2. I t is the consensus ot t h is group that the 
Mead bill will contribute toward a s timulation ot 
loans to email business within the ~one ot need 
as defined above. · 

"3• I t ie the consensus ot t his group that the 
Mead bill needs caretul study and examination aa 
to ita mechanical features. 

·~. Supplementing the objecti ve& ot the Mead bill, 
we beli eve that there should be turther exaaination 
ot the adequacy or the machinery tor supplying 
equi ty capital needs to the amall and mediuc-si~ed 
busi ness . 1 

Now, where 1a t he Viner memorandumt 

He lett this with me. He ea1d to tell you that 
it had been pulled apart consi derably by subsequent 
di souse1ons, but that vas the beat he could leave 
you in the abort time he had. 

• 
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We had a meeting lf1th Jake Viner arter he l ett 
that memorandum and he diM 1 t hAve a chance t o 
revise it. 

He didn 't revi se it. 

"The wording ot the biil should be changed so as 
to malta it clear that it is intended to provide 
insurance only tor marginal loans, i.e., loans 
whioh probably would not be made in the absence 
ot insurance, and not tor loans 1n general, nor 
even tor any class ot loans in general. 

279 

0 2. In order not to remove or even seriously to 
weaken the concern ot the banlta about the quality 
ot loans, they should be requirad to retain a 
aubstantial but residual portion or the risk, i.e. , 
the RFC should bear only eay ten percent, but the 
t irot ten percent, or the loea in connection with 
any one loan. On this baaia, the RFO need not 
undertake to appraise eaoh particular loan. 

0 ) . Any l i mitations on the rate or interest charged 
by the bank should not be suoh as to prevent the 
bank trom charging higher rates on r1sky than on 
eate loans. Even v1th the insurance, it i t is only 
partial as here recommended, the banks >till regard 
loan& or the type here in question as more r1eky 
to themselves than their ordinary commercial loans. 

•4. I question the rtsdom or extending red.1scount 
priv1leges v1th the Federal Reserve Banks to non­
member banks. The redieoount privileges or member 
bonks are already so extenaive, that I aee no 
urgent need tor adding to them. I vould omit 
section 5·" 
Now, I hAven ' t talked with anybody but I have been 
doing a l i ttl e reading, and I ' d like to tell you 
how I reel about thie thing, as though there was 
no l{ead bi).l, see, for th~ moment. I mean I'm 
in agreement that there ia a definite need both 
tor small businesses , and when I say small bua1nesees, 
we'll say people who want up to twenty- rive thousand 
dollars, and then I t hink that there 1s o. definite 
need tor people vho vant to borrow any reaeonable 
Mount over a ten-year period. And I think, looldng 
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Gaaton: 

Gaston: 

H. M.Jr : 
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at 1t - I think the two things are two separate 
things, the way I look at it. 

And, talltlng about the small fellow tlrat, I don ' t 
know Just what the answer ia, I ' d like to listen; 
but the man who wants a large sum tor ten years, 
whloh I think is something separate- I ' m very 
much 1..orried about u81ng some device or putting 
that into the bnnks, even though i t i a insured -
ae I say, a million dollar loan tor ten years -
because as long as the banks are set up the way 
t hey are, it ie your (Delano) Job to keep them 
liquid. 

That ' s right. 

And •••• 

I'm beginning to squirm a little, but that's all 
right. 

All right. That's his job, as I understand it , 
and therefore on the ten-year loan or anY size 

280 

I'm l eanlng towards some other kind ot banking 
inrtitution whloh doesn ' t he.ve checking aocounta. 
I'c only thinking out loud. But i t seems to me 
we're talking about two dlatinotly separate probleoa, 
the fellow wno wants a ten-year million dollar loan 
and the fellow who wants tive, ten, tltteen t houa•nd, 
up to twenty-t1ve thousand dollars. Docs that -
now I'm opening the discussion and I'd like to 
listen. l{y mind i s entirely open. 

I think that ' a entirely sound. 

What? 

I thlnk that ' s entirely sound. 

It's ~~distinct propositions. 

The way I reel and the way I think the CIAJori ty feel 
ia that - I aay be lll"Ong about that, but I know a 
number or them - that these loans made by banks ha•e 
got to be examined by bank examiners and they can 't 
approve loans that are not sound credit risks, 

• 
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regardless or t he insurance feature. Therefore , 
I think the Mead bill m.ight be or some hel p and 
orobably would be or some help within the area 
ot loans that a bank examiner could peas and loans 
that would stand up as good bank leans, and 1t 1 8 
a r ather limited field. Some banks are much more 
progressive than others, and there ought to be 
eome otimulation in t his field tor banks that are 
no t so progressive. But I don't think you can go 
beyond the field or sound bank credit. 

But there is that other field that is probably or 
srenter importance, or capital loans, t hat the 
banka can't make - or, rather, capital lnvestcents. 

I reel much the s~e way about it. I think there 
ie an area in here, Mr. Secretary, which in the 
oaee or big business is tilled by the underwriting 
housee. They underwrite ler ge bond and preferred 
atook issues. Now, that area tor the small business­
man is practically a vacuum at the present t ime, and 
I think there should be some mechanism set up where­
by the &IDall businessman can go to that mechanism 
and get tho same sort or accommodations that big 
bueineee gets out or its large underwriting houses. 
I think that there is a vacuum there and we need 
aomething. I rather hate to see the banks, rran~~y. 
push i nt o that area. I'd rather see it done s ome 
o ther way, because there are great problems in­
volved or examination and or getting other agencies 
into banl<e as a result or all this. 

So I reel that possibly sooe aporoaoh such as you 
auggeet, possibly some financing corporation to 
provide that particular need, 1e a sound thing. I'd 
like t o see it kept as much in private hands as it 
oen b e, rather than beoome simply a gcverncental 
1nat1 tution. 

11ell, tor the moment , could we concentrate on some 
meoh&ni om to make a loan up to twenty-tive thousand 
dollarst 

Well , Mr . SeoretarJ, may I say aomething on that . 
It b7 your distinct i on you are meaning that there 
1a & ditterence between the tellov vho wants to 

' 
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borrow tvent;r-five thousnnd dollars and the fellow 
who wants to borrow up to a million dollarc tor 
ten years, 1n that the man who wants to borrow 
twenty-five thousand dollars usually wants it for 
a short peri od or time, I disagree. I don't think 
there is any evidence or t hat at all. 

No, I don't ea:r - no, I don't say that. But I think 
that - I mean that , to be perfectly frank - I mean 
i f in order to make a man a twenty-five thousand 
dollar loan, which is a ria~y loan, and aomebod;r ie 
going to have to take the rap on it - then let 'a 
be very fr~ about it and ea;r, "All right, the 
Government ma:r beve to stand a certain amount or 
lose, but in order to help the little fellow we're 
going to do it openly, just the way we make a seed 
loan tor a farmer and we collect 75 percent and lose 
25 peroent . • But let's be very frank about this 
thing. But when you begin to tnlk in terms or half 
a million dollars or a million dollars, I think 
you're getting entirely into a different field, and 
I don ' t think we should subsidize that kind of 
people. I mean one thing is - I mean I think we ' re 
talking about - I mean we have low-coat housing 
and we subsidize it to the extent or the interest 
rate. Now, I' m trying jus t to be very trank. How 
much does the Government wnnt to say we are willing 
to subsidize the man who needs up to twenty-tive 
thousand, and that we are willing to take the ~ 
ot the risk, whether he needs it tor one year or 
one month or tor ten years? But I think that the 
thinking - at least my thl.nking has been beclouded 
because we are mlxing up a long-term credit with 
a political question ct are we going to subsidize 
the small bueinesamant 

I' d like to support thet point or view, Mr. Secretacy, 
with one modification . I think too it ie very im­
portant not t o mi x the two things up. One is that 
I think the success or capitalism. the success or 
democracy, depends upon the perpetuation ot the 
small businessman and the independent farmer, and I 
think in view ot the many diftioultieo they have to 
contend with in the way or high interest rates, the 
difticul ty of borrowing, tbo.t t he Federal Ooverrunent 
has a t i xed respone1b111ty toward the small business­
men. Whether you want t o call t he small businessman 
a twenty-five or a titteen or rive ie open to 
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discussion - but somewhere in there. 

Well; let' s oall them twenty- rive. 

Twenty- five . So I should oay the motives which 
lead the Governnent to oubeidize,help and a1d 

:83 

that individual are diffe rent , as you point ed out, 
than those or halt a million or a mi llion. That 
does not mean - and that' s why I ' d like to oodlty 
it somewhat - that when we discuss the desirabilit1 
ot taking cai'e ot that l!l'OUP• we may not tind other 
reasons ¥nlch are sufficiently iaportRnt to include 
him. llot ·ror the same oot1ve, but tor very dif­
ferent ones. So I think it i s well to separate 
these problema as i ndicated and take the fellow 
with twenty-rive thousand, whether a one-year, 
ten-year or t hree-year loan , oee it we can agree 
on that, and t hen consider larger amounts , see it 
t here is sufficient Justification and it this is 
the proper channel. 

I 1d like to concentrate on the little fellow fir st, 
because the other t h ing, I t hink, i s so much moi:'B 
compli cat ed. You i amediately get into t he questi on 
ot how much does the SEC hold the fellow back, 
registration, and all the rest or that sturt, that 
whole question - all the rules and regulations, 
which is something I'm not familiar with. 

The tellov uo to a hundred t housand dollars can 
sell securities without registration. 

But t he fellow over that - I mean you get into all 
kinds or other questions. 

Well , as long as ve have a ohanoe to discuss that 
later •.•• 

Yes. I mean t hat has an entirel7 - and then there 
i s the other thi~S - you' ll hav~ all the chance, 
but let's see who in t hla room knows or s plan 
whereby the Federal Government cnn help a man 
who wants to borrow up to twenty-five thousand 
dollars. Nov, what ' s the beet plan that ' s been 
suggest edt 

You mean tor small buelneu purpoeu. 

• 
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Whatever a man needs the money tor, he wants to 
borrow twenty-t1ve t housand dollars . Wha t ' a the 
best plan that's b een suggested! 

Mead bill. 

~/hat ? 

Mead bill. 

Are you satisfi ed with the Mead bill! 

'!!ca . 

With some codi fication . 

1/e have t o work it over. It has imperfections, but 
I think it ' a the best thing that' s been suggested 
so tar. It you want to put n limit to the aoount 
ot loans that can be in sured, or reduce the amount 
o t the loans that can be made w1 th this insurance 
rroo a million dollars to twenty-fi ve thousand 
dollars - I mean those are policy questions, but 
I still think that the mechanism ot the Head bill 
i s the best thi ng that ' s been suggested tor these 
emaJ,l loans. 

\iell, tor my benet it, a gain state what the Mead 
bill would do . 

The Mead bill provides t or i nsurance up to 90 per­
cent or the loan. Let's say that o tellov in 
Watertown, "tlew '!Cork, wants a loon ot tventy- tive 
thousand dollars to buy - I mean to purchase 
inventory. He would go to the First National Bank 
or Watertown and be would epply tor the loan, and 
t hey 1 d look him over and look up hie ored1 t and 
whitt he vas going to otter oo security, and so on. 
And they accept the loon subj ect to approval or 
insurance by the RFC. The RFO 110uld examine it, 
and then t h e RFC would any that they woul d i nsur e 
the bank up to 90 percent or the tHenty-flve 
thousand dollars. 

Jus t a minute. The RFO has to examine it? 

' 
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Yea, eaoh 1nd1v1<\uat loan; and aaoh 1nd1v1dual 
loan is insured by the RrC. 

llell then, would all t hose tlow through Waehingt ont 

I don 't think it would be in Waeh1ngton. I think 
1t would be done 1n the regional ottioas in the 
States. 

'l'i tle II ot FHA 1B handled the eaz:te way, 1n the 
field. 

They insure up to 90 percent. 

'l'hat 1 11 right. And that mean• that the loea - the 
t1re t 10 percent ot the losa ia actuall y borne 
by the bank and the RFC 1naures the bank against 
more than a 10 perce.nt loae. 

It doest 

Yes. 

I thought you said it only 1nourea them to r 90 per­
cent. 

:es 

It does 1naure them tor 90 percent. I sa)' 1t 1neures 
the bank aga1net mere t han a 1 0 percent loss on the 
loan. 

Well, express 1t 1n dollars 1n terme ot t he loan. 

It the loss 1e a thousand dollars, 1t costs the bank 
a hundred - that 1e, 1t the loan 1s a thousand dollars 
and 1t 1 e a total lose, 1t coats the bank a hundred 
and 1t coste the RFC nine hundred. I t 1t 1 s only a 
50 percent lose, 1t coats the bank a hundred and 1t 
ooets the RFC tour hundred. 

'l'he maximum amount - max1cawn rate that OM be charged 
1 \ tour peroent by the bank; it 1s a pretty good 
thing tor the bank, beoauea on the riek part ot 
the advanoe I think the bank stands to lllllke about -
what i a i t, 22 percent , Harr;y7 

'l'went;y-tvo to tventr- tive percent might be the estimate 
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ot t he i nterest on the riek part ot it, it you 
assume, ae one might assume, that the other 
portion is riskless, and therefore i s entitled 
only to a 2t percent rat e . It's a very real 
e!t'eot. 

Yes, but - but you get eo you don ' t collect 
interest on that - I mean he collects the interest 
on the whol e . 

But it jus t ifies - i s part justi fication rrom the 
s tandpoint or the r i sk the banker takes. 

I t ' s just as it 90 percent ot the loan were supported 
by Government bonds. 

That ' s right . 

That is, 90 percent o! the loan i s made to the 
Government . 

And the bank is liqui d , becaus~ the stut't' can be 
rediscounted with the Federal Reserve Bank. 

Or oold. That i s , i t could be sold. 

Well nov, I asked, 11hen we talked about t hi s thing 
about a week ago , to get t he opinion or the ~erioan 
Bankers .bsociat1on . Has anybody done .thaU 

Yea, we have canvassed thea. And, Mr. Secretary, 
there ' s one t b1ng I wanted to apeak about ; Hr . J!i gg1ne 
18 1n town, would 11ke to talk to you. 

llho t 

l~r. Wi ggi ns. He's the Chairaan o! t he L41gl.slative 
Committee. 

South Carolina Wiggins. 

They ~e opposed to the bill. 

I can ' t hear you. 

They a r e opposed to the bi ll. 

• 
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On what groundt 

Well, on eevera1 grounds. I think the moat impor­
tant ground is that they teel very deeply that the 
bill provides an entrance into a eociali~ation ot 
credit. They teel that thio ie a etep towards the 
ultimate taking over ot some ot the credit tunctione 
ot the banlla by the Government. That ' a one of the 
thinge. I' m just giving you what their reaction ia. 

I don ' t take much stock 1n that. 

~he second one is •••• 

I mean we ' re not creating an RFC. 

Not at all, and that 1a the atop t hat they are faced 
with, Mr. Secretary, unless they are able to make 
t hose loans, ao I say it's a s t ep away from sociali­
~ation ot credit, because the next step is sociali­
zation ot credit unleaa they do their job. This 
may be the bridge •••• 

In tact, some or them recommend as an alternative 
t he very thing that would be socialization ot credit, 
poeaibly in the eXPectation tha t t hey can kill that 
when t hat's consi dered. 

l1bo io 1 they• t 

Well, the recomoendation, t or example, of some of 
the banlters and of Mr. Eccles haa been to have an 
organi~ation which will take on the function of 
lending - ldlat 1s more akin to equity capital. And 
equity capital presupposes control , aome measure of 
oontrol, and that's what sooialiaa is. And in order 
to get away trom that, any type. except the most 
remote type ot control over the lt1nd ot loans that 
banks make, I think that the inaurance feature ot 
thie ie helpful, And that 1 s why I ehould aay it is 
a step away rather than toward. 

I wae intending to answer the question. I was just 
attempting to answer the question as to what the 
bankers thought about this thing. I wasn't debating 
the iuue. 
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Ho~< woul d this t hing be d11'terent than FHA when 
they 1rore making their tltty t hou8nnd dollar loans 
tor machinery' \/hat title was t hatf 

Title I. 

Ho~< does t his approach Title I ' 

In the f irst place, the guaranty is very d i fferent. 
In Title I the FHA guaranteed 20 percent, took an 
ovor-a11 - made an over-a1l e.ua ranty or 20 pe rcent 
lose - a3&1nst 20 percent 1088 on the part or the 
bank. This thing , or course, sioply proVides tor 
the RFC to cooe in as a secondary - in a secondary 
posit i on and take on1y a los8 occurring after 

:a a 

10 percent has been taken. There is quite a dis­
t inction in there sa t o the validity or the guaranty -
let ' s say the adequacy or the guaranty. 

From the standpoi nt of the Government - I mean to 
make the banks take the 10 percent would make the 
banks more careful and more oonsex~at1ve. 

Each loan has to stand on its own bottom. I t ' s a 
guaranty agai nst anything over a 10 percent loss, 
not an over-all insurance agai nst loss. 

I think there is more substance to some or the ot her 
objecti ons t hen the one he ' s mentioned. 

Let ' s have theo. 

One ot the other objections t hey stressed is the 
fact that there i s nothing in this Mead bill in 
the way of po11ers that is not poae1ble under the 
powers granted t he Federal Reserve Board under 
13-B and t he powers already granted to the RFC. 

I take exception to that, because there ' s no pro­
vis i on, tor in s t ance, e1 t her in the Federal Reserve 
Board or t he RFC tor insu rance. 

That ' a Just exactly 1'/hat the RFC, in ertect, has 
tho power t o do • 

They can make the loan. 
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The7 oan do it b7 participation. 

The71Ye got eYel"J power here except the redieoount 
at the Federal ReeerYe - eYerJ one. 

Well, not the 1neuranoe part, JohnnJ. 

That ' s what they're doing. 

It isn't the same. 

:es 

The point ie that their lawyers t ell them that theJ ' Ye 
got Juet the same insuring power that this b1ll gina. 
You ma7 disagree with their lawyers. 

I do. 

Tbe7 oan insure ~00 percent . 

They can underwrite 1t, but they don't insure it. 

What's the difference' 

A good deal of difference 1n the mechanism. 

The underwriter says, •It you don't sell the obl1ga­
t1on, it's m1ne.• 

Good deal of difference in the leg1elatiYe polioy 
that Congress declare• 1n providi ng tor a system of 
bank loan insurance tor small bus1neee, and that 
petcholog1cal difference 1e t he difference between 
making these loans under the present system and 
ma.klng the loans ae the sponaore of this bill bops 
they might be ~~~&de 1t t hle bill goee through. 

One thing you want to bear in mlnd on thie 1s 
Just th1e, that the RrO, ot couree, 1n each one 
ot theee insured loane 1e going to examine them 
and rule on t.hem t he same wa.y they do nov about 
their own loans tha.t are brought to them direct, 
aren 1 t theJ' I mean unleee they have a change of 
heart 1 t will be exactly the same sort of a ruling 
and the same sort of a procedure that they haYe 
nov. 
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Thnt ' a my point, l~r . Delano. It you pa88 this 
legi slation you ' ve sot a l egl elntivo decl aration 
ot ~Olley that the system that tho RFC is following, 
the rules and the regulations they have put out 
undor their law are not satlsfnctory, end they want 
the RFC to make these loans end they provide a 
now machinery, a new mechanism tor that, and it' s 
ur> to the RFC to do something about it. 

In ot~r words , your point is that t he RFC will 
do things under this thAt it already han the po•er 
to do d irect. 

That ' s right- that 1t von ' t do at the present tice. 

~here are certain restrictions in the act - bot h 
in 13- B and the ?FC - that keep thee t r oc Qektng 
certain ot these loans. 

I don ' t agree with that; 13- B, yes , but no t the RFC. 
The RFC has full power t o do thi s . 

\/ell, I don 1 t think - l et me aee if I understand 
what they ' re sayi ng hers. I s 1t thAt if the RFC 
wants to underwrite n bank loan to n 100 percent 
it can do so? 

That 1 8 right . 

out it hasn ' t been doing eo. 

!lr. Secretary, as the thing operAtes nov under the 
regulations or the RPC, the loan has to be turned 
down three times by the local banker . It has to 
come t o the !'.FC w1 th the •no• t hree t1ces. It 
this machinery i s provided, it has to oooe to the 
RFC •dit h the •Yea• or t he banker . 

Ao i t 1a no11, 1t has to be t urned down three t1"'es 
be tore the RFC g1 vee them anything. 

ThAt i sn' t in the law. 

llo , that 16 Jesse' s regul a tions. You ¥e t an approach 
or the local bankers, and under Jesse s s ystem 
you •vo got to have t hree 1 1lo ' s . • Then by the time 

• 
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lt gets in here, by the time they agree to do i t, 
the little fellow i s either rulned or doesn 1 t 1;nnt 
the mo ney any.tay • 

• 1·/e 1 re not debating their r rgul ationa . 1/c ' re only 
debating •.•. 

Foley: Every little businessman 1/ho cNnc before the Tem­
porary National Economic Committee complained about 
the method the RPC i s pursuing in connection with 
loans. I sn ' t that right , Joe t 

O' Connell : Yea . 

Hanes : 

Pol ey:-

P.nnea : 

Foley: 

Yea, that's a very gpod argument . ~he fellow ~o 
hasn ' t been able t o borrow money, isn't entitled 
to credit, is liable to say anything. The tact 1n 
the matter is that the loans reject ed by the RFC 
have been carefully examined by the Department or 
Commerce and I believe by the SEC - the rejected 
loans - end the report made on those rejected loans 
has been a pretty complete clearance or the policy 
ot the RFC in not making theoe loans, unless the 
Government simply says, "Here are people tha t can ' t 
ge t money; we want to give them money, so we ' ll take 
the loan over and let it go at that, realizing tull 
well that the risk is great, that t he loan i s in­
evitable, and that 90 percent of t his money will 
never come back. • 

So it 1e a question there ee to vhat - i t see~a to 
oe, what ~<e want t o accocrolish. !low, I l\j,T e e with 
you a hundred nercent t~At t h is le the beet aechan­
iso that can be devised aa a subter fUge to rool 
people into believing they ' re goin6 to get ao:ethi ng 
\then they 1 re not. 

I don ' t follow that latter state:ent , John. I don't 
think it 1s a subterfuge to tool anybody. 

I ' m no t asking you to . I 1 m just atnt1ng my o;m 
opi nion. 

You said you agreed with my statement . I 
think it 1s a subterfuge t o tool anybody. 
1 t 1e a very necessary thing, and I think 

don't 
I think 

that it 
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will have a salutary effect on the operations of 
the RFC and on the amount of these loane. 

It isn 1 t going to bave anr salutary erteot on anr 
public official who takes the responsibility of 
operating the Mead bill, if he has anr int egritr 
whntaoever. It isn't going t o change t he thing 
one iota. That ' s my own pe rsonal belief. 

I recognize it I were administrator or t hat thing, 
and I wou1d have to make an accounting, and I 'd 
have to make an accounting before the ld\ole Al:ler1can 
people - and b~lieve me when I say I don't beli eve 
any man who cares a tinker's damn about hie re~uta­
tion tor ei ther integri t y or having any sane Judg­
ment, is going to make loans to these people. 

If you go and examine the rejected loans of the 
RFC files- I'll read you the statement made by 
t he Coamerce Department on t heir conclusions as to 
what they round after making a cocpletely 1cpartial 
examination v1th the whole tile at t heir disposal . 
It says: 

"The evidence indicates that there can be no 
appreciable elq)ana1on or Government loans and no 
sati sfaction o r a s ubstantial porti on of the 
demAnds tor credit unless lending polici es are so 
~ed ea to .per mit favorable action on a l a r ge 
portion ot applications which on the basis of the 
present s t udy Are unsatisfactory from more than one 
ViC"'POint. 0 , 

!low, that included such t h ings as applications tor 
loans troa grocery stores, clothing stores, drug, 
store&, furniture &teres, general merchandise, auto 
sales and s ervice, and other retail establiabaents; 
various wholesalers, laundrie& and dry cleaners, 
cotton gins, coal mining, oil refineriee; and a long 
list of manufacturers such as textiles, furniture, 
printing shops, manufacturers or mschinery, aaw t~illa, 
canneries, packing houses, foundries, and brick 
manuracturera, and so forth. 

Now, they were taken at random trom the rejected 
loans in the files or the RFO, nnd t here were aome 
four hundred loans examined. 

Regraded Unclassified



Foley: 

·,;:nJ. t e: 

Hrnee : 

Foley: 

Iin.nea : 

- 16 -

\lho did tbls study, Johnf I never henrd or it. 

The Commerce Department . Harry Hopki ns sent a 
group of people over to ths !\FO to mtlke an exami­
nation ~<hen they >:ere studyi ng t his problem to 
flnd out Just lfhY these re jected loans were not 
r.~nde . 

You meo.n that - d i d they have access to the files, 
Johnny, or i s that what J eaae Jones or bls lieu­
tenantaaaid 1n defending the position as to why 
they d idn 1 t oalte the loans? 

That ' s a very good question. I•m Sled you asked 
it. J esse didn ' t instruct h ie men. He said, •Here 
are the files . The reaaons are here. Stay here as 
lone as you like , do whatever you like, take what­
ever you li,ke . • Hi s men never asked h1n a thing, 
except they asked blm if they could do i t in the 
first place. Purely impartial examination. He ' ll 
let you do the same thing if you wont to go over 
nnd examine them. 

Now, I juAt like to be honest about this thing and 
GOt the damn thing undressed and out tn the open , 
and I Just say that here i s a - in my opinion, and 
it's nothing but my opinion - that this i s the best 
mechanism that I hnve seen devised for doing so~e­
tblng which I don ' t think i s poaaibl e to do. I 
tblnk it ' s like a boil on t he shoulder. You're not 
attack.lng the blood stream. You can salve the boi l, 
but ,. • •• 

Why not g1ve it a try, Johnny? 

Eddie, I say I'm not obj ecting to the Mead bi ll 
because I don ' t tblnk any ra1r-cinded person can 
ob ject to something that i s already 1n the machinery 
to he done. I don ' t think you can be f air-c1nded 
and say, "I ob ject to passing tho !lead bill , 1 >:h1ch 
is exactly the same pr1 vi lege ne >IP ' ve alre~ody got 
1n the RFO, except r or tho principle or rediscount 
at the Federal Reserve Bnnk. 

llow, you 're saYi ng, as Harry aa1d the other day , 
that 1t naY be a psychological 1.mQUlee, 1t mi ght 
be a push or a shove. I f I vere a banker, purely 

8 
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eelfish, not thinking about the welfare or my 
oountl'Y, o.nd I Just "anted to hnvo my bnd loans 
gunranteed by the Government, I'd be up there 
on the Hill shouting o.nd hollering rrom the house­
tope, "Please, for God ' s sake, guarantee my bad 
Judgment tor me.• I 1d be for thie bill a 100 per­
cent . 

But I don ' t think this is an honeet bill. I think 
it 1 a dishonest and a politicAl approach to the 
problem which 1a not attacking the blood stream. 
I am opposed to it on thAt ground. 

Hr. Secretary, that's all I've got to say. I don't 
want - it 1s a conviction, 1t 1s deepeeated, and 
there is no sense 1n anybody trying to change it, 
because that point of vi ew i e Juat - it's Just 
grown up !roo the realities or the situation, and 
we ' re never going to ••• • And you talk about thi s 
equi ty f inancing business; that 1e been my business 
tor 20 years, and I do know somet hi ne about that . 
And I tell you, until you get this country back 
in the frame or mi nd where th1e group or men will 
sit around in a small local community and say, . 
•Here'o a good chance tor profit in this enterpri se. 
You put up one thousand, r i ve thousand, ten thousand, 
and we'll finance this thing here, by God, because 
we've got confidence in our ability and in our 
Judgllent and 1n our coomunity to put this thing 
aoroaa• - until you get oeople back ln the rrame 
or mind where they are willing to take that kind 
or rielt , these things a.re pallbtlvea that aren't 
going t o do a damn bit or good. 

So I think we are - I think that we 1 re Just none 
or us willing to race the damn ieeue which is 
staring ua straight in the race, which is that 
we ' ve got to get the psychology or t his country 
back in the frame of mind where the nen back ln 
the local community will do the Unanclng. And 
th1a talk about t here being a hiatus be tween 
~ero and a million dollarR - that'a always been 
in exi stence, and that's been my business, to try 
to f1no.nce little capital, tor a period or 20 years , 
and I tell you, the gri ef in lt ie Just something 
appn111ng, it's just - if every venturesome en­
terprise made a success, that ' • one thing, but 

• 
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t1ve out ot every s1x make a ta1lure. 

And to put the Government 1nto comoon stocks 
or equ1t1es or t1nanc1ng p'lople. .. . What about 
t he fellow who has bu1lt up h1s bus1neae by 
sane management and good judgment? Are you 
golng to come along and set up a competitor 
tor him across the street and aay, 'This man 
never has made a l1v1ng, he never v1ll, but, 
by God, we ' re going to lend h1m t1tty thousand 
dollars to go into bueineaa•? And it'e the 
Oovern:~~ent's money, not l11a coney, going in 
there and gaking the coney at the expense of 
the competitor acrose the street, the rellow wno 
haa been running a good grocery store, been 
serving hie cocmunity uell. •Let ' s set up sooe 
compet1t1on tor h1m. Th1s tallow doesn 't have 
to make a living, because the Government 1s 
supporting h1m. • 

I don ' t subscribe to 1t. It ' o taking away every 
l ittle 1noent1ve - spark of incentive to the 
businessman. I don ' t know- by God, the fellow 
that hasn ' t been in bueineaa and been through 
this sort of thing doesn 't seem to recognize the 
frame of mind that attacks the businessman when 
you talk about making these loans to these people, 
and all at Government expenae. And the fellow 
making money hae got to pay tor 1t some day, some­
how, somewhere - or repudiation, one or the other. 
That cay be ~ very, very ultra-conservative state­
ment and it may be rrom a Tory, and I'll take all 
that criticism, but, by God, it 1 a true. 

Mr. Secretary, I ' m through. 

Mr. Secretary • .• . 

I'm t 1red. 

You ' re tired? 

I ' m t 1red. 

You don ' t sound tired to ne . 

We 're just not racing the issue. 

:ss 

.. 
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Well, vhat is the ieeue, JohDt 

The ieaue is that you're taking avay and deetroying 
the confidence of people in the OOIIIDUDity who have 
got ingenui ty and vant to go forward and vllllt to 
invest . 

Johnny, I think it ' s deeper eeatod than that. 
I went to that dinner last veek where the Busi ness 
Advisory Council was present, and those fellove 
talked about your tax program a little bit. And 
Folsom said that, vell, it didn't - well, they got 
everything they asked for, practically • • .• 

Did theyt 

Yes, I think they did. And they said it came so 
grumblingly, it c8JIIe so late, it didn 1 t amount to 
anything. I mean they didn 1 t - after they got 
it, they aren't satisfied, they're still grumbling. 
And I think that the lack of confidence cottes froa 
the competition you get from your tax- exempt 
securities, where they can put their money and 
get a tax- exempt return, plus the fact •• •. 
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Let me stop you there. Just one second. Let me 
tell you something from actual experience. That ' s 
a theoretical statement you made which I don ' t think 
the facta will bear out. Now, I 111 tell you, in 
my experience of raising small capital, vhich has 
been f rom one million to five million dollars, I've 
never gotten any money out of fellows who vere 
able to own tax-exemot securities. It's the small 
fellow who has - I mean relatively small - who 
has from tll8nty to twenty-five, fifty thousand 
dollars a :year and is able to eave aometh~ out 
of that, who ia the investor that supplies this 
venturesome capital. It's not this - there is 
competition from the tax-exempt securities, to 
be sure, ~t there are damn precious few people 
in this country that need to own tax-exempt 
eeouriti es - precious few of them. 

You mean the;r're not the onea who supply any 
substantial portion of venturesome capital. 
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They ' re not supplying any nt the moment. 

No, but I mean it they are the ones tbo.t a re 
not l i kely t o, I was Just wondering why surtaxes 
had to be reduced. I thought the argument vas 
on the other toot. 

That ' s a psychological thing , pure and simple. 
There are only, I uould say, probably a l1ttle 
handful of people Who would be benefitted by the 
reduc tion from 79 percent to 6o percent. There ' s 
only a lit~le handtul ot people . I t ' s this great 
maaa or capital which i s under a hundred thousand 
dollar income, we'll say- that' e vhere your 
great mass of capi tal comes tor venturesome en­
t erprise. That ' s been my exper i ence. Now, maybe 
other peopl e have had different experience and I 
don ' t say mine i s t he only one. But I aay that ' s 
been my busineu fOI' 20 years and I bad tour 
thousand people that I could eP t o and get capi tal 
t rom, and did , tor thi ngs l i ke the Glenn Martin 
Airplane Company, where I raised tour million 
two hundred thousnnd dollars in a very short lengt h 
or t i me and rai sed i t entirely f rom people of the 
middle income group, not from any r ich people with 
b1g i ncomea, becauae there i a no further incentive 
tor theo to make any core money - aa the Secretary 
aa1d , vhat 1 a the ueet 

Let me Just ge t back a minute, i f I may. I' m 
trying to - I want help to make up my mind. That ' s 
what I'm trying t o do. I a t his a discussion -
I mean is this the way the discussion - I'm going 
to keep it on a basis of tventy-tive tbouennd 
dollar a because - I don 1 t knov whether you agree 
v1th me or not - they ' re tvo separate problema. 

I do agree w1 th you, and I stated at first - my 
real obj ection to the bill i s, a mill ion dollars 
isn't little busineea. 

I thlnk t hey 1 re two d1at1nct proble"'•· 

Sure t hey are. 

If 110 agree on t hat , l et ' s Just talk about the 

• ... 
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twenty-rive thousand dollar telloll. !low, is this 
thing heading up this wey •. you people, I don 't 
knou, talk about eocialir.at1on, all of that. "Jell, 
if it is, we oroesad the bri dge in ' 32 when we 
created the RFC and put them into this business. 
I mean this isn't anything that this Administration 
did. So >~e are in that business since '32, and 
l~r . Ogden lUlls and Ur. Eugene Heyer put us 1n 
that business - I mean if you want to get down 
to calling names. And so ia 1t a thi.ng that the 
RFC oan do this, or the Federal Reserve can do t his, 
1nth sllgbt mod1 t1cat1ons of their sections, and 
therefore that ve don't need another meohaniac? 
IA that the thing? I mean it the bualneaa is there, 
t he RFC can do it under their present existing 
laws? V/ell, I 111 o.ak anybody. I ask anybody. 

I thi.nk there 18 a <Ustinot1on bet1-1een the llead 
bill and the present ~C lav in thle vay, that 
under the present RFC lav there is nothing there 
vhloh recognlr.es the point which you made vhen you 
started the meeting. You &Aid you have to olaaaity 
t hose loans in different groupe , somewhat like 
seed loans. \·tell , the RFC ltnl doeen 1 t assume 
there is going to be any lose. ':'hey ' re going to 
try to do a sound bue1neu. I thlnlt t he lav also 
states it shall not compete with private banking. 
So therefore, J ones has made a regulation that 
they have to check with three banks before they 
come 1n. And I think the recognition by t he in­
surance provi sion would mean that it was the intent 
or Congress t hat there nrobo.bly would be some lose 
in this business, and I " think that ' s the main problem 
as you outlined it, that it the Ada1niatrat1on oocea 
to an agreement that in these loans to sm&ll bue1neu 
it 1s socially desirable, or tor otber reasons, 
that the Government should take some of this lose, 
then you can go ahead. 

That 's what I stated. I mean I raised that point. 

That 's right . That's the 1aportant point ot the 
whole t hing. 

I think that ' s the bridge we 've got to cross. I 
mean, talking tor myself, is this something that 
I want to do - I mean say tbo.t ve vant to subaidi~e. 

2.S8 

• .. 
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or whatever you want to call it • •• • 

St1culate. 

It you cake up your mind on that •••• 

I don't think it' s a real subsidy, I think i t 's 
stimulation, Hr . Secretary. 

Call it Whatever you want. I think it 1 a the way 
George put it. I 1 ve beard Jones say over and over 
again, and I'm sure he'd aay it nov, that be teele 
he is i n busi ness t o cake sate loane. Ien •t that 
the word they use i n the!r • •• • 

"Reasonable prospect or repayment.• 

tlhatever it is . And that ia most likely why he 
hasn 1 t made more or these eo-called eaall loans . 

Ot course, there is that same lim1tat1on on the 
banks under the Banking Act and on the examiners, 
to paes on t hese loans and say that they are sate 
loans. And that raises the question which is, I 
thi nk, the coat serious questi on , whether a 
eticulatory law like this , which allocatee a ten 
percent portion ot the risk to the bank - whether 
that ' s the right place to put t hat risk, whether 
it eboulan 1 t be borne by the Government rather 
than by the depoo i tors, or at least by the stock­
holders or the bank. 

It the assumption 18 •.•• 

The loan won 1 t be 111t>.de unleee the hanker th1nlte 1 t ' • 
a safe and eound loan. I don't worry about that . 

It seems tone there is a field •••• 

I don ' t th1nk nny bank will m8ke these loans; that's 
the reason I &tt:/ this thing 18 a vasts or time. 

~t I ' m trying to do i s to undress i t and look at 
i t naked. I mean- excuee me • ••• 

:ss 
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It occurs to me •••• 

I mean whoever designs the thing, i t he 1 e do ing 
it ror social reaaone - if he asks the banker to 
take the first hundred dollar loee and then uses 
the perfectly s illy argument that the tour-year 
interest rate would pay him back en the ten oer­
cont - I mean no banker is going to lend money on 
that baeie. 

Vall, I think that belittles the intell i gence ot 
a banker, if a banker doesn't eatimato in hie 
evaluation or vbether or not to make a loan the 
total aaount ot O!Qney that he mi gllt lose. I think 
aost bankers would deny that fact . 
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Oh >tall, Harry, don 1 t let' s argue. I mean no body's 
going to f igure that hie interest rate - that 90 per­
cent of his money doesn't earn anyth1.ng and that 
10 percent of it i s going to earn it all. I mean 
that just doesn ' t hold water. 

I didn ' t say that . 

That the 90 percent is idle and t he refore all the 
interest rates for four years vould set up a reserve 
on the 10 percent - that ' s the argument that' s used , 
and vhoeve1· is arguing that Ita)' is Jus t - and "'nnts 
t he bill - is hurting themselves. 

!lobody concedes that , but you can let it pass. 

llobody in the banking business t18J,Irea that vay. · It 
he did, he wouldn't stay 1n business very long. 

Why does he buy Governaent 
2t percent or 2i percent t 
only gets one percent. 

bond• when he only gets 
On a five-year note he 

Ninety percent of i t is as good as Government bonds. 

lthatt 

Ni nety percent of it is as good as Governcent bonds, 
and the other 10 percent is the risk involved, and 
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that , lt seems to me • . • . 

\/ell , 1f you don 't mind, i f that ' s the argument that 
tho thing has t o stand on, it ' s pretty sick. 

301 

I t seems to me under t hi s bill a bank will still have 
to make sound l oans. It occurs to me that there may 
be - and I don ' t ltnou the tncte - longer-time loans 
than the banks are accustomed to mn.king, which they 
may consider sound loans - that they may make loans 
no>~ which the;{ wuldn' t - they oay tlake loans under 
this bill which they vouldn 1 t othervise tlake because 
the time that t he loan was t o run was too long tor 
them to assuce the full riek, and it miibt st~ate, 
I shoul d think, some of that claee ot loans. 

\lhcre do you stand. on this, Oyt Cy? 

\/ell, there 1 s so auch ditterence ot opinion among 
the people who favor the bill - but I really don't 
know what they ' re getting at. 

l•'he.t 1 o your opinion - you, Oy Upham? 

I think it you' re going to mnke loans upon which you 
don 1 t expect any very great loss, that the RFC and 
the Federal Reserve now oan do a better Job than 
can be done under the Head bill. It you want to 
make loans upon which there will be a substantial 
loss, why, I thlnk you bener do it under the Head 
bill. I t you want to subsidize small business as a 
social aeasure, I think I couldn't obJect t o the 
Head bill as a means ot doing that . Ot course, I 
do think it ' s wrong t o subsidize small business an 
n social men~~re , don't reel it's necessary. 

Then you ' re not in favor o! the Mead b1ll. 

That ' s right . 

1/hatt 

That ' s right, I'm not. 

You ' re not in !avor or it . 

' 
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I un~erato~~ that the ~ec1e1?n had been made. 

What dec1a1ont 

Understood the President had already deci ded he 
wanted the Mead bill. 

But , as I once said betors, 1t 1a still a de~cracy, 
I c~ft still make up my own mind. 
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I'm not 1mpreseed by the desire or the necessit y • . •. 

I al.so understand he said he wanted the Head b1ll 
as ur1ttent 

He didn 1 t say that . He wants to do IIOG18th1ng in 
the way of loans to snall bue1neaa. 

The Job t hat I ' m here ror - nobody hae even asked 
ne tor my opinion - I 1m trying to clarity oy ovn 
thinking in case I am asked, wl'lat am I going to say 
and >that i s the Treasury' s position, because the 
chances are nine out of ten we will be asked. And 
I don't want to find myself out on the end of a 
11mb and suddenly ask myself, "What do I think?• 
And somebody could perfectly vell eay, •well, gcah, 
you ought to have had time enough, you ought to 
have an opinion. • There's nobodJ - I ' o Just trying 
to take time by the forelock and aay, vhat does the 
Treasury think! And that 1s al.l - I mean I - and 
whether it's the !lead bUl or sooething else 
nothinG ie passed and I have a completely open mind. 

Mr. Secretary, I was out of the room !rom 11:00 to 
1 :00, so I didn't want to go all over that. 

You're used to that. 

Yes . 

But I vant to aek rou because I didn ' t understand 
your atti t ude here. 

I didn 't eit her, and I'd like to aek hi m another 
question. I didn't get the i dea ~~t he was oppoaed 
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to it , but maybe he felt so overwhelned tha t he 
d idn't &1tJ)rese h1s view there. Oy, I unciel·stooci 
you to say very emphatically tho other day • •• . 

Hell, Oy, what ' s the matter with you, God damn i t ? 
Ir you ' re sitting around - we ' re a lot or human 
bei ngs, you can go over, you cAn answer him, ki ss 
h im, or tell hie t o go t o hell. 

Cy ought t o know. 

I ' ll do bo t h, kiss him and kick him. 

I mean since ~en are you afraid or asserting your 
manhood? You never us ed to be when you were over 
here. 

The question that I' d like to ask •.•• 

That was his chief value to me . He e111ays spoke h1a 
mind. 

Tho question I'd like to e.ek ~<as , I thought that Cy 
took the position a week ago very definitely that 
no bank would make a loan that he thought the bank 
would eurrer the first 10 percent loss on, and t hat 
therefore this wouldn't accompl i sh very much. I 
rind that a l i ttle diff icult - to reconcile that 
position with the one he's just t aken, which is t hat 
t his bill by eubsid1dng sollll borrowing will result 
in large losses. I' m a little - don 't q uite see 
where he comes out i n t~t. because they are tHO 
di ametrically different positions. On the one hand 
he says they won't cake loans, and on the other 
hand he says the losses will be large because they 
will cake loans. Y~ybe he can resolve t hat. 

Say any d&on t h ing you pl ease, Cy. 

I say I don't under stand t hat. 

Don ' t understand my question? 

No, and I don't understand your interpretation or my 
position, eo I don ' t think we ' re qualified to dis­
cuss that . 

• 
.. 
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Yell, we'll skip it. 

Skip it. 
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I think I understand 'llhat ;rou 1 re aq1ng. I mean aa 
I understand it, you're - it I understand you 
correctl;r, that the Mead bill as written - that 
you're opposed to it. 

That's right . 

And that the reason you ' re opposed to it is because 
you teel that the Government will be stepping i .n and 
assuming undue risks. Is that the way you put itt 

Well, I think all the loans that ought to be ~:~ade 
can be made by the RFC and the Federal Reserve. It 
they are not being made, that's a matter of adminis­
tration of those tvo agenciee. 

Ot course, I just want t o say in passing that I am 
the only person in the Government who is connected 
\11th any tie cal agency who has never ori ticized the 
bankers publicly tor not making too many loans or 
too little loans. I have always said that responsi­
bility rested with the Board of Directors of the 
bank, who were responsible to the depositors. And 
while everybody else in town has shouted trom the 
housetops, criticizing them, I never have, and I 
still think it's a responsibility of the directors 
of the banks. 

Vall, even under the Head bill, sir, the responsi­
bility would still be with the directors, because 
the bank baa to take the tirat 10 percent of the 
lose. 

I know. I was t hinking particularly of Jones, who 
again and again has criticized the bankers tor not 
making more loans. But I juet want to eay that I 
Just never happened to have Joined in on that bally­
boo . 

Dan, how would you advise me t 

Vall, I hardly know, Mr. Secretar;r. I think that 
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1n our discussion there seemo to be a need tor some 
mechanism to stimula~e loans 1n this lower field . 
l'lhl!.t 1t would amount to, I really don ' t kno" and 
I don ' t think anybody else does. It seems also 
t hnt the biggest field is in t his equi ty field , and 
I t hink t1e ' re al most approachi ng trom the standooint 
of commercial loans t he sAme field as 11e are l n. in 
t he Farm Security Admi nistraticn. lle ' ve go t mechan­
i sms to make loans to ! ~rmorc carryi ng on their 
business; yet tllere is that lo.:er r ung t hat can 1 t 
_e t in that credit field, and they created a Fare 
Security to take care of that cro11d. !low, 1t seel!ls 
to oe that we ' re aloost approach1no> that sace rung 
here in t he comnercial side. 

::ow, whether ue want to - the Ooverru:lcnt wants to 
go into that field - I hnve sone doubt . I hat e to 
see the Government go i nto it, but 1r that ' s the 
pol1oy, why •••. 

\/ell , 1f they did, Clo you wttnt to run i t t hrough 
the national banks? 

l!ot certainly in the equi ty f1eld; I don ' t believe 
I woul d . I t hink I ' d let the bnnks stick to sound 
loans . 

\fell , what about t his eo- called - >mat l' C! tali<1ng 
about , t !1e tl<enty- t1ve thousMc! dol \ ar fellow? 

I think ve night go that r~r, t o the extent or 
insuring sound loans uo to t he 90 oercent . chat ' s 
pretty high. But vhat. you ' re b~in~ to ~et 1s_not 
~nly the l oans that •hey ~re no t nov ~lng, out 
you ' re going t o ~et t he loans thst they are ap~ng 
in that f ield nnd you ' re b~ing to insure those 
Also. 

Ot course, you could onke i t 80 t hat it woul dn ' t be 
retroactive. You could only mp~e 1t ror new busi­
ness a8 of a certain date. 

I oean here ' s a man tl~ t or n get a credit tor t ' -enty­
rive thousand dollars . 

He means i t wi ll reduce t he i nteres t rate on all 
loans under twenty- f i ve thousand dol lars , which 1s 
a very salutary thing. 

• 
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Is ver-r whatt 

I think it 1 s a very salutary t h ing; you • re going 
to bring down· your interes t rate on all loans onder 
twenty-five tho~sand dollars. 

You're going to increase the Government insurance 
business, which is what you don ' t want to do. You 
1~ant to stimulate new loans. 

You 11ant to m~e i t easy tor t he small fellow to 
borrow money, easier than it is at t he present time. 

I don't think there ia any doubt but what you're 
going to reduce t he rate on current loans and you 0 re 
going to get busineea that the banks wouldn't other­
viae do. 

306 

Mr. Delano, did the banks ~ve as one ot the reasons -
bankers give as one ot the reasons • • .• 

Excuse me - I don't :tnow lfhether Bell 1s through or 
not . Please walt. l~ell, Dan, when you say the 
banks - this business would tlow through t he banks 
and they'd get the rates - they ' d get t he1~ interest 
on their money. 

Yes, surely. 

I mean it would go through them. 

Wha t I mean i s that here' s a man t hat ' s got a little 
bus1ness and he 1 s got a banking credit up to twenty­
five thousand, sa,y; he gets money whenever be neede 
it trom the bank w1 thout an:r insurance or Gov-ernment 
guaranty, 

Yes. 

Now it you come along with this bill, that loan ie 
go 1~g to be guaranteed up to the 90 percent; the 
banks are going to place h i m in that category. 

The bank might charge him six percent and he might 
not borrow at the present time. This will bring the 
rate down to tour. 
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I think t he i ncentive ought to be on the other side . 
I think 1t they cnn give this man oredit at tour 
percent without insurance, good, but if the man is 
a greater risk he ought to pay n higher r ate. 

There will be some i ncentive, Dan, for four percent 
or lees. Ther e won ' t be the delay and there won ' t 
bo the naper tiOrk and there won ' t be the service 
chAr ge . 

Pr emlum. 

There won ' t be the premium. I think it a tellov' s 
e;ot good credit he ' s going to be able to get his 
coney at tour percent or lees trom the bank withou t 
any 1nsurnnce, and I think that this will hAve the 
effect ot bringing down the interest rate, and I 
think that's n good thi ng, because I think core or 
theee l i ttl e tellous will borrou than cnn borrow 
at the present tice. 

llr. Secretary, .. . . 

Now, wait a 101nute . Harry ~<anted to ask a question. 

I just uan&ed to remind you 1! you 1~ere going to 
have Ed at the RFC at 11 : 30. 

~hat ' s right. >lant to tnke eooebody over with you? 

Yes , Bernie • 

:tell, you watch the time. 

Yee , sir. May I cell bim? 

I uaa just "'Ondering whether t he banl<ll advanced as 
one or the reasons tor their opoosition the tact 
t hey relt that the bulk, or most or their loans, 
following Danny ' ~ t hought, would be driven down 
to tour percent interest rates, where for meny 
places and for most loans they ge t five and six. 
I n tact , some of the evidence brought before the 
Committee vas t hat so~e or the small men are paying 
anywhere from ten to t wenty, but t hat ' s 11here the 
risk 1s greater. 

:o f 

• 
... 
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That was for finance companiee, too. 

They were not in the banks. But some of those 
might be eli gible under the insured risks. 

They haven 't raised that point with me. 

You say they have not! 

I haven ' t heard that point. 

On the oontrary, I have beard them say that loans 
that were good sound loana, no 11.1\tter what the 
amount - they would not be put into the guaranty. 
That would be perfectly obvious; if you were 1n 
buslnees, you'd take the e1x percent loan if it 

:oa 

were a sound one, without going through the guaranty. 

You don 't think the bank would have a lit t le diffi­
cult time charging t he businessman whose credit is 
good six percent, then turning around and loaning 
somebody else l1ho hasn 't been able to get credi t 
at four percent. It seems to me in time the banks 
vould be forced to reduce their interest rate on 
all loans t hat might be eligible for insurance. 
And I 1 m wondering whether the bankers haven't ~ot 
that in o1nd, and the ttery faot that they didn t 
oention it looks a little curious to oe. 

I think your position is absolut ely tenable. 
think itl s absolutely sound. 

I think they probably teel that. 

I 

I never heard that advanced. As a matter of fact , 
I haven't talked to any bankers about this at all, 
so I haven' t go t ten any indication of what they 
think about it or teel about it, nor why they object 
to it, But I t hink - as I sa id before, I think 
the crux of the whole matter ie that t he banks, if 
they ' ve got a ten percent risk, are not going to 
make anything but sound loans, and I think their 
history will be the same as the history of the 
Federal Reserve , where they have tried to make loans -
in llew York, for instance. I talked w1 th George 
Harr1aon about i t , talked to l!r . Young about it. 
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They have tried t o make these loans and haven 't 
been able to make them because the ore~it risk 
wasn ' t good enough. 

Then you don't t h i nk the losses will be great 
under the Mead bill for the Government' 

No. I never sai d they would. 

You d i d . I was just -..:lndering •.• • 

I don ' t think the loss will be great because - I 
started out by saying i t wae a subterfuge, nothing 
would be done on it. 

There was the sace op~ion, Mr. Secret ary, from 
the some quarters vhen the FKA legislation was 
under consideration, and nov it is pretty uni­
versally acclaimed as a very good thing. And all 
of t he real estate loans are not done by t he FHA. 
Many or the insurance oompaniea are giving the 
money at rat es that are as much as or lees than 
the rates you can get on insured FHA loons. And 
I think that ' s one of the things that everybody 
approves. 

There ' s a wide di fference in the type ot loan the 
FHA makes . You' ve got somet hing in hand to re­
capture. But here's a man, a businessman -when 
he goes out, you 1ve got nothing to recapture. That's 
the difference there. 

You have a lot or commercial loans that are made at 
a good deal leas than tour percent also. 

Well, let me let t hi s thing simmer a little bit, 
let ' s see what's going to happen. I want to think 
about i t a little bi t more. lie can talk about it 
a little bit mor e . Personally, from what I've 
heard today, I t hink the way the Mead bill is 
written i t won' t aocomplish its objective. 

Hr. Secretary, r.~ay I jus t say one more word, and 
then I ' ll abut up ror good. 

Don't do that, John. Say it, but don ' t do it. 

\ 

• 
... 
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If I were in your position, which I am not - but 
if I ltere in your position, I don ' t think that 
I would make e.ny right on the l!ead bill. That 1 s 
the last t hing I 1d ever do. As rar as I'm con­
cerned, I'd make no fight on it. I oay that here 
in t his room; I ' 11 keep my mouth shut 11hen I go 
out. I t ' s the second step- it ' s t he next step 
which I think the time has come - where 1·1e 1 re 
~ing to have to mpLe a fight, and there ' s the 
point where I do t h ink \/e 1 re gett ing on terrU'i cally 
unsound ground . And t :1e Mead bill is inocuous, 
it 1 s just an inching , a step to~mrd on t his thing . 
And i t ' s t he next step - thPt ' a the his t ory or 
th i s sort of t h ing, so I think i t ' s the next etep ••.. 

'i'he equity one1 

'i'hat 1 a right . And t hen the Government co~es in 
there - 1-then the Government undertnkea eoui ty 
financing for any kind or enterprise, I don ' t care 
llhct it is, it is in my opinion wrong; but there 
i s uhere I think the trouble is coming . 

Vlnnt to SAY something, Gene1 

I a gree. 

But you don 1 t think thAt 1 s in the Head bill , do 
you? 

I started out by saying t he !!ec.d bill amounted to 
exactly nothing, in my opini on . 

I agree v1th everything J ohn said about the equity 
financing. I t is my 'tope tor t he l!e~d bill, hov­
ever, that tar from being a step in that di r ection, 
it \d ll be a step back by s hifting some of the 
lending now done by the RFC and the Federal Reserve 
Bank di rect ly back into the private banking channel. 
I hope , as a matter of rnot, thPt it ldll encourage 
the banks to make the lonno ~<hioh noll ecce to the 
RFC and the Federal Reserve. I ~<ould like to see 
the Government get rarther and fArthe r away rrom 
this Ueld. !~y hopes to r the Head bill are very 
modost as to the little fellov you m~nt1oned first, 
11' 1t does anything tor b1m. I don ' t t h i nk •e can 

• 

-
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soc today in any measure Just What it's going to 
do. But if you'll recall , the group or small 
businessmen you talked With ~en they were here -
they wanted at that time a restoration of the 
Title I pri vileges in the FHA. That is what 
they thought would help them ooat . 

Secondly, as to this other group of larger loans, 
I t hink the practice among banks is very uneven, 
v1th soce banks doing quite a bit of that sort 
of thing and doing it pretty eoundly. It 1 s a 
aatter or taking your loaau vhen the;y occur. 
Other banks aren ' t doin~ it at all, and it is 
merely my hope that you d pueh the laggard banks 
i nto the field that the other people are nov 
occupying. tlov, hov large that field is going to 
be, how much lending is go i ng to be done , I 'WOuld 
hate to try to figure today nnd sa;r; maybe very 
little. 

I think a great many people nre tor the l~ead b1ll 
that won't be tor any kind of Government equity 
flnnnoing. 

You're certainly not going to tind me in ravor of 
Government equity t1nanoing. 

I t ve wanted to do Senator Mead a kindness ve might 
be thinking this over- I 1m not saying t o do it, 
but be thinking about it - aend h1m a sug~;e stion 
to limit Whatever he's going to do in that blll 
to tvent;r-tive thousand dollara. Let's thint

1
about 

that . I mean let's think about t~4t . Seet 
mean to send hll:l a ceasage - I mean not to do it, 
but let's think about 1t - to limit his bill to 
twenty-rive thousand dollara. 

311 
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2: 20 p .a. 

Hello. 

Senator Mead ie on the floor. Do you want ae t o ge t hia 
there' 

Please. 

Right I 
2:23 p. m. 

Operator: Go ahead. 

HMJr: Hello. 
Janes H. 
~ead : Hello , Secretary. 

Hl!Jr: How are you' 

!!: 

H!!Jr: 

. !·! : 

lil~Jr: 

l~ : 

Hl!Jr: 

J.! : 

!!l!Jr: 

J.! : 

m~Jr : 

1!: 

Fine . Bow' s yourself' 

I ' m tine . Senator, I' o bold enough to call up and ask ~ 
Whether you ' d care to have any suggestions on your eo­
called Head Bill • 

Yes, I -- I ' m very much interested in t he suggestion• that 
were made before Senator Wagner's committee except thoee 
that would be so influential and so substantive &e to re­
quire further study and delay over the eess1on. 

Well, I ' d l i ke to make one very simple suggestion, if I 
might. 

Yee. 

And that is that it we ' re going to do this tor the small 
business aan, that ve lioit the loans to $25,000. 

Do you think twenty-five 18 enough? 

I -- I --here we think that thnt ' s plenty. 

Well, I thought troo the beginning that a million was too 
hi gh. In t alking it over with Meyer J acobstcin of Brook­
ings Institute, we arrived at $50, 000 as a good compromise • 

Yes, 

But you think $25 ,000 would be better? 
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rlell , the reason I think so, everyth ing we do here , aro..tnd 
the Treasury -- I mean, for instance, the question or 
t ho surplus tax, twenty-five thousand dol l ars , and,,,.,, 

Oh, yes. 

Everything we do i8 that and if -- if >le really wa.nt to 
do something for the small business man, >~hen he >~ante 
above t>~enty-!ive it ien 't that. 

Yeah • 

And it's always easier t o raise i t. 

~ia fits ln with your -- the units thPt you adoot there 
in the Treasury nth regard to business of ita size. 

That's the idea. 

I see . A1l r ight. 

And ••••• 

~I ell now, I -- l' m going to confer "i t h -- t:i th Ben Cohen 
who has been working with me , and he and I will go over 
that . My first bill said two hundred thousand end t he 
amendment t hat we made after a oonfcrenoe with 
and some of the boys, lla8 a million. 

Yeah • 

But that was merely a geoture. 

Yeah. 

Now, Seoreta ry -- :·:r. Eoclce baa a proposal -- in fact, he 
baa two One oertalna to t he small business can and licit& 
it to e;all loans, and the other is a oorporetion idea 
that he's got. Well , I'm tor the first and asainat the 
eeoond because • ••. . 

Yeah. \/ell •• •••• 

.....• t he second would ki ll the bi ll . 

tlell now, that's what I ' m thinking about. This o.ueetlon 
of getting t en- year money tor a business, whether they want 
fifty thousand dollo.rs or a milllon now is an entirely 
separate thing. 
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Yeah. 

And I think your blll is being hurt by mi xl.ng t he two 
things up. 

That' s rigpt. 

No", it a man wanted a hundred t houoand dollars or a 
mill ion dollar s for ten year s , that's an entirely dif­
ferent problem. 

Yeah . 

And-- and I take it , t hL t w~~t you're thlnklng of isn't 
what I ' m thlnklng about , ie getting-- the fellow ~hat 

wants five or ten or up to t wenty-five thousand and has 
d.i fficulty in ge tting it, caki ng it as easy as ,ossible . 

F'lno I 

Is that righ t? 

That' s correct . 
• 

And I t hink it woul d help your bill , ln 
coneorvat1ve people if you want t o oall 
it waa limited to twenty-five. 

... 
the eyes of , - - more 
them that 1f 

Fine I \-/ell now, I ' m for a bill that we can pass now, 
and t he people you talk about are t he ones that I 'm 
anxious to help and t hey' r e i n the worst position, fin­
anoially, and therefore if we ~aoo ouch a bill ~e could 
de velop it and expand i t if the need pre~ented iteelf. 

'l'bat ' e right. 

Yeah . 

And after all, you ' ll be meeting aeain 1n January. 

That's right . 

Hy euggec t ion is a very sincere one trom the etand,oint 
or t ho little man. 

Fino 1 I Just oace from a luncheon to t he Polish Ambassador 

Yeah • 

. • • . . • 'Which Joe Guf tey was the boat and Pat Harrison and 
eeveral boys vnoo we were twitting and k16dlng about 
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taxes, eaid some very n1oe t hings about you. 

Who did? 

Pat Harrison. 

Oh, I thought you • • •.• 

And one or tvo others who sat near him. 

That's nice. 

And what I liked was they aa1d t hat you have developed 
very fast. Now that's pretty good , ien't itt 

Ver y n1oe. 

Fine I Nov t hat' a the spirit tbat v 111 harllon1~e tb1e 
party or ours. 

Oh, yes. 

And win tor us in tvo years trom nov, and it looks won­
derful nov. 

Well , I 've go t Just one obJective and t hat is I want to 
see l 94o the most prosperouo year or t he eight that Hr. 
Roosevelt has been President. 

Fine. 

And everything that I'm doing here 18 to 1!!8..'te 131+<> a 
prosperous year. 

Vell , that ' s tine, and you're in an enviable posi t i on, 
becauee t he conservatives are beginning to respect you 
more and more •••.•• 

Well •• •.• 

• 

•••••.• and or course the Rooseveltian rollover& have al­
vays been i n your corner. 
\/ell, I think you 1 re doing - - making a tine t i ght on 
t his and ir I have any other suggest ions I ' m going to 
take the liberty or calling on you. 

I viahed you would and I ' m going t o t alk this over vith 
Ben Cohen tomorrow and ve ' ll --we' ll vork out a bill 
that'll be big enough to ~eet roGu1reoents and not toe 
violent as to incur opposition. 
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Well , we may hD.v~ aoae ot:hero, and if' we ha<re, I 1a 
going to t ake the liberty ot calling you. 

I wish you would. 

'!'hank you. 

Thank you <rery muoh, air . 
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June 7, 19~9 

FOR THE SECRETARY: 

You may be interested to know that 

Chairman Eccles during his teet1nlo~ on the Mead B1ll 
promised to return at a later date and to teetiry 

before the Co~ittee on what he considers an adequate 

recovery program. Therefore, in view or hie question 
to the President about vhat would happen 1! agreement 

could not be reached on t he recovery program, it seems 

to me that he is planning to get his suggestions before 
Congress regardlees or vhat happens to h.ie suggestions , 

vith1n the Administration. or course, he baa followed 
t his procedure in past cases, as on the bank examina-

t ion question, tor instance. 

I understand t he Waye and Keane Coo=ittee 1e 

deliberately delaying action on t he tax bill and has 
a dsfinite plan or sending i t to the Senate eo late 
that the Senate will not have t ime to do much with it. 

ESD 
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J1111e 7, 1~:19 

Work on Industrial Loana 
Under 

8ecretar7 Morgenthau'a Direction 

• 

19~ -- !he Treaaur:r worked out with the Federal 

Reserve S:retem the arrangement under ldlich the Federal 

Reserve bank• ' present authority to make 1nduetrial 

loans wae enacted 1nto law on June 14, 1934. Follow1ng 

enactment ot the law, the ~eaeurr entered into an 

arrangement with the Federal Reeerve bank• wereb:r 

$139,000,000 ot the gold protit wae earmarked and 

matched Federal Reserve 1nduetrial leans dollar tor 

dollar with a proviso that the Reserve banks repa:r the 

mone:r at the rate ot two per cent a :rear it earned. 

19~-3& -- &ecretar:r Morgenthau arranged tor th.e 

apeci&lltud1ee on the availability at bank credit 1n 

the Chicago and Cleveland Federal Reserve districta. 

!'beee etudiee resulted 1n th1rt:r recolll!llendatione, 111&01 

ot which have been adopted subsequently. 

1937 -- Secretary Morgenthau directed t he 

Research Division to stud:r the queation ot whether the 

small business man 1a able to finance hie bueinsae and 

raise new capital under present conditione. A memorandum 

wae submitted September 4 stating that the pr1mar:r need 
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is tor proprietors' capital and that banke, although 

they were once wil11ng to turnieh euch capital to small 

bueineee in eome degree , have become timid about doing 

eo since the depression. 

319 

1937-38 -- Secretary Morgenthau requested the 

Investment Bankers Con.terence, Ino., t o s t udy t he ques­

tion of whether new capital baa been available tor t he 

expansion of sound manutacturi.ng enterprUee. Thl.e 

study, published 1n Apr11 1938, showed t hat of 124 small 

buaineeees wh1ch sought capital 34 per cent d1d not 

obto.in it. 

February 2 , 1938 -- Secretary Morge ntho.u met with 

a commi ttee of small business men who suggested that 

t heir f inanci al needs would be met if the industrial 

l oan section of Title I ot t ho FHA were continued or 

1! eome other Federal insurance of business loans were 

adopted. As a result or this meeting, several spec1f1c 

oaeos of oredit needs wore i nvestigated and solved by 

the Treasury. 

February 1, 1938 -- Secretary Horgonthau inquired 

whether the costsor SEC registrations were deterring 

small business financing. 

Maroh 16 - - Th1a subJect wae furt her expl ored at 

a meeting between Secretary Morgenthau and Willi am 0. 

Douglas of t he SEC. 

• 
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Karch 23, lQ:SS -- Becretar:r llorgont~a had ae 

luncheon gueate Jaaea Rooaevelt, Jeaae Jonee, V1111am o. 
Doaglaa, and eeveral !reaellrJ offioiala to diaoaee 

Government aaeiatanoe for indaetrial financing ae oat-

11ned in eenral propoeale which the Preeident had re­

ferred to Secretary Xorgenthaa and Which had been made 

b7 Mr. Eoclee, Xr. Douglaa, and Mr. Wallace. An agenda 

for thia meeting waa prepared bJ the fre&ellrJ etaff • 

.I.e a reelllt of t he aeeting, aD 1ntar4apart•ental 

coaaittee wae aet ap to report 'o the Preaident. 

April •, 1938 -- !he committee reported to the 

Preeident that it favored doing nothing be7ond support­

ing the enlargement of RFC lending aathorit7. 

Mr. Doaglaa filed a eepars.te •••orandam atrea&ing the 

need for atrengthening the underwriting faoilitiee 

available for tloftat1on of eqait7 capital. J. aab­

coamittaa aaggeated an 1ndaetr1al credit plan modelled 

after the rarm Credit AA•1nietration 11n caee there 

provea to be a need for eaob a plan". 

320 

• 
... 

Regraded Unclassified



., ............... .. 
1 nr .,., -. ..._, * eo 

tv ua. M, .. r 111 ..,.._ ... -,h£1 

-u .. 

r-... ••••••alr, 

321 

• 

Regraded Unclassified



• 

--··-
., ........... , , .. 

I ?! 11- •n 1 S I 

,.. .. M ........ ..... &§ a 

,...WMef ..... S .... ,_. 

1_.. sl n~ • 

.. rr.s .... . 
,. ......... . 

' 

322 

Regraded Unclassified



........ 
---- .. d? •• 

I C $1 ............ C II 

..,_Mil ..... , ....... I 

..u ............ ,_ 
._.. b • 

.... ,,, .. ........ _ .. 

323 

Regraded Unclassified



• 

................. 
:a. It$' S .. 

"'" 
._ t A 5o lt)l, ,_ ,..,..,., ul ,_ • .. lot ...t...t 

•• ~ .. 11' fl}ll.ooo.ooo. 
-. t.n ..... ~ -'" • .._ • .. ..,. =••• .... 

., ... t Ill 

... ., .., llrul -

... ., ..,:n .. -... .,~, .. -
a. I'~ 'ru uua ~ •• ..,. e1fta o1 ..,,,., ,_ 5a • 

.. _ .... lot 

l&t.al 

... ,_ d.-& ........... }/16. 

,, 

CIFI ~ 5a ussl ,._ 6a, aa ... ttl ...,_. pu ' ul ira 

324 

................ q ; 'r .. ll' ... ooo.ooo ... eu.ooo.ooo .... , anlwlJ'o 

.... ~ ,_ ... -·-· .... ,-..... .,... .. ,. u •1•-' •• 11.'-'9/16. 

a. I'PMftl ··-·· ... ~ ..... e1fta ., .. ._ ~ 5~ 
lieU t• U. ... fll ...,_. U. taU.S..r 

tel 
I .. .. u I ... 

Regraded Unclassified



TO 

,,.o .. 

Subjeot: 

May 31: 

TREASURY DEPARTMENT 

INTER 0Fl'ICE COMMUNICATION 

June 7, 1939. 

:~~entbau 

ElqlOJ.~ and other wheat market information, 
trom reports ot Federal Surplus Collllll0d1 tie a 
Corporation. 

Reported Canada aold 100, 000 buahela to Un1ted 
Ungdo•. 

I:Jq>Ort deaand l1m1 ted. Canada reported eale ot 
200,000 buahela, deatlnation not g1Yen. 

325 

June l: No data on export aalea. a 

The Oh1oago-\Unn1peg e.Pread on July wheat 
widened again to 12 7/S oente. The oloae on ' 
Chicago July today at 78 l/8 oenta was 8 3/~ 
cents h1gher than a year ago, wh1le Winnipeg 
wae 36 l/2 oenta lower. 

June 2: Auatralia sold 12,700 tone (about ~25,000 buaheh) 
to Un1 ted X.ingdom, wh1oh alao bought a tew parcels 
ot Argentine wheat. 

June 3: 

Pr1Yate eetimatea by aix crop e~erta indicate 
total crop ot 700, 000,000 buahela. 

1 0h1na haa puroha .. d about 750, 000 buahele ot 
Auatral1an wheat ae nour the paat tew daya and 
Germany today bought 211o,OOO buahele ot Canadian

1 
No. 2 Northern tor June eh1pment trom Var.couYer. 

Early threahing return• trom the Southwest 
1nd1oate better yi elde than e~eoted. 
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June 5: 

June 6: 

SoM upor1: deaand for OanadiaD 11beat, aDd .. lee 
in all poeitione eetillated at 5()0,000 buehele. 

r.s.o.o. bought 629,900 barrel• of nour for 
relief purpoeee. 

OanadiaD e:zport ealee nU•ated at 250,000 
buebele. 

'Both Argentina and 0~ han large eurpluen 
of wheat to diepoee of , and th1e at a t~ when 
Argent1Da ie ord1Dar117 prettr well eold out ot 
Whaat. 1 
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TREASURY DEPARTMENT 

INTvt OFl'ICa COMMUNICATION 

DATil June 7, 1939 • 

TO Seorotar~enthau 

l.lr. Ha~/[ 

Attached 1a a meJ:torandWI trom lUes Lon1gan, 

cover1ng her recent trip to Beeton. 

' 

\ 
' \ 

l. ·. 

' 

• 
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rroal 

lnl'J t..U.:r on rel1et or liPA 1ll Greater Boeion 1e 

el1S1ble io reoi1Te a quart or two qii&I'U ot tree aUk 

u1l;r. !be plan operat11 e1apl;r. !be worbr 11 s1nn 

328 

a oa1'4 1n41oauas how aan:r people are 1n h11 taa1l;r. He 

11gD1 an att14artt ea;r1ng h11 plU'Ciballl at \be a1lk eta­

t1one are 1a a441 Uon io h11 recular a1llt plU'Cihall l . laoh 

da;r he preeontl h11 14ent1t1oat1on oa1'4 at the a1llt e11at1on. 

Olerltl ohoolt U qa1net \he att14&T1t oal:'4 . R11 oar4 11 

punohe4. !hen he 11gn1 the 4&117 1h111l 1n41oaUng how 81117 

quart• he hal reoo1n4. rroa thlre Ill 1011 to ~· a1llt 

oountor, han4l tho olerlt hie ·~117 bottle, an4 reoo1Tel a 

boUle ot a1llt 1a ••hanS•· 
raa11he nth eu aoabeH or 1111 s•t one quart. !bole 

ri\11 11\'ID 01:' -re pt two, .0 ODI SIU aUk w1tbo1lt br1JIS-

1ng 1n h11 IIIPtJ botUI or p&;r1DC t1TI oonU. !h11 11 ODI 

ot the b1S eanas• on the proar-. 

OYer ,5,000,000 quart• of a1llt were 4ol1Yoro4 tree to 

rel 1ot taa111oe 1n Boeton troa Ootober 19'7 io April 19,9· 

!he a1llt 11 piU'Ihall4 b;r Fe41Nl. II&J'PlUI Ooao41UII 

Corporation. !be WbOl• prooen1BC eon tor paetour1dn&, 
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tohl eon anNp& ~a qun, 1-.parM wUh 1,_. per qurt 

tor 111111:. b1lnN4 at~. rroo ... l. le al1ooat:e4 ...,.., 

le1tO,I4 pi'OOIIIOI'I Who &1'1 oo.,lJ1QI W1'h \be 0041. 
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ftle ~ for PI'OO .. IlJIS lt pa14 'Ill ~~ OTere .. rl of Pvll1h 

'ltlt&l'l for l'llllf fall111 .. , the ql4, aa4 41peD41at ohll4Na. 

'IPA taallhl prq ~ a . q'laH pi'OOI .. 1JIC ooet1. J'&OO ptql tbe 

ren. 

llaa!CIMil' 

ftle aatual 41etrUNUoa 11 0&1'1'114 out br an ec•aor 

lecallr repl'lllnUJIC ~ Stab Depar1illlat of Publlo 'lelf&l'l, 

aupporte4 eaUI'I1J bT tbe wwa1 aJI4 o1 Ue1 of Greater Bo1wa, 

and aannl4 llr 11PA, one aan a natf aellber, the other• WPA 

l'llllf worll:.lrl. !be blJ48et 1t abovt 11110, 000 for ll:.eep1q 

reoo1'41, W&l'l-houllac aJI4 ....,. ... u1on. U 11 oolleo'l4 br 

Tolunt&I'T u111-•• hoa the elUII. 

ftll .ai!IICI_, of till procraa 11 IZOilliD' · !be orsaal­

u.Uoa bal hln4114 lll one 4rq aearlJ a qU&I'Wr 111lll!lll qgart1 

of allll:.. lpoUIICI 11 pruUoallT aero. ftll whl loll ot 

aUII:. bo'nlll 11 '11Jl41r !JOO• '!bll'l &1'1 DO f111141 W pfq 1 01111, 

aa4 ~1'1 &1'1 DO 101111. 

ftle 4JTU1on hU oolleote4 1850,000 1D Ueu of ~ 110h 

With DO 101111· OolleoUoDI ftr l •41 liT Mil ceUlDC IIOIII'l'T 

W'IICII · All oolltoUODI &1'1 upoi1U4 4allT• (Un41r \be pro­

polK 5-' plan oolleoUou will be -h b.tehtr all4 1 t wUl be 

DIOIII&I'T W boll4 ..... worbl'l) • 
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ltillt is ordered da1l.7 and the exceu or ahortage ie ltept 

eloee to n·n or elx quarts a day. 

Changes in Proe;raJD 

The p rogram atarted in October, 1937, tor relief tam1lie5 

only, and tor the City ot Boston only. Relief f amiliee i n­

el uded those on direct relief, old age, dependent children, 

the blind , a nd sold1ere ' relief. 

There were twelve milk statione in etores where aurplua 

eo0111od1 tiee are distributed every week, and 2$ add1 t1onal 

s t a tione tor millt alone, or tortr etationa i n t he City of 

Bost on. They distributed 20 , 000 quarte a day. 

The plan was extended to the ~ citiee and towna in the 

Boston Ullk Uarket1ng Area, and to families on WPA. 

In April, 193S, distribution had reached 90,000 quarts. 

In September there was a drive tor more milk consumption. 

1 Border-line• cases were brought in. Distribution was in­

creased trom $5,000 to 12S,OOO quarte a d&J. 

I n January, 1939, all the mil k companies want 1nto com­

pliance w1 th the lll.llt ordare. !'he eurplua was reduced. Pro­

cesaora complained the milk was going to taaiUea •ho would 

ot herwise purchase milk. !'he program was cut ~ percent 

between Saturday noon and Uonda7 morning, on orders trom 

Wash1ngton. 

Proceeoors checked on the cute, and now acknowledge 

that the relief consumpti on wae eVidently ext ra consumption 

because ther gained no extra bue1neae. "The processors were 

surprised. They could not understand it• . 
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Dlo,rlbu,lon lo near ~· lowwr r1fgro. 

atUl ol-l'llla ror •ro llllk. 

n•-••' nan 
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!be tu1lloo are 

On .Jll17 rlrot U h propooo4 w abolllh the prooont plu 

an4 ahlrt to a plan b7 ~oh roller raa111oo wlll PA7 ~ a 

quart t or tluld llll.k. ftw o1t7 rollet adalnlotrauon wlU PA7 

the 2~ ror prooeoelnc. rsoo will PA7 2~ an4 '~ par quart, the 

dltferenoe between 5t' and the pool prloa t or Ola.. I alllt. 

Thlo will be about ~. aua axpen41tU1'0 r or rsoo ae purohaalnc 

the oue Yolu.o ot alllt ln the t ora of buUar fat, u le done 

1n other areao. 

Undor thio plan ragulatlona about aurpluo will be 41ooon­

tlnuad. Paalll .. on relief oan bu7 all t;he allk theJ wloh at; 

5~ a quart. !hooa raallleo who were bu71DC one quart at u" 
and got;tlng one rroa wlll now rat two quarta for 10~. !hooe 

who f oi"Mr17 bo\llht none wlll looe. !be D\llbar of quart a a 

famllJ oan bu7 wlll be under an loiPPir Ual t "' bJ the BUJ'Oau 

of Acrlollltural loonoaloo, to flt t;he D1lk eurpln. 

0n1J raallleo under the oltJ rollat a4a1nletrat1on 

( lnolu41ns blind, wldo .. , and old as•l wlll set the low-prioa 

alllt. 11PA raallloo and border-Una caoao wlll be exol1Mlo4. 

Untortuaaca17 Chan are ao ohanllalo throuch ~oh the otre•• 

and WOrrJ of raallleo wbo are brOUC)It ln an4 out ot ~e allk 

plan oan be HOD or ~war«. 

rood Bh§ nan 
'l'ha 41trereaoo between thaoo plano Mel the • 1111••tod 
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1nolU1oD ot aUk ill \be llaobeUor r004 ICuip p1u 1a tbat: 

under \be \110 BoUon plana - PJ'OSN .. bu liMn 1U14o ill 

ouu.s.ac .unnwuon ooau. U 111111: 1a .unn'bat:o4 throueh 

the J'oo4 8'-J) plan PNOOilt 41Ur1'11uUon IIMhiMIT 1a 

unatteot:o4. 

On ~ o~r baD4 illVO&IOUoA ot the J'ood au.p plaa 

1111&ht be udo uW buh ot a tN4o 'll:r lillioh arooere 110-.1_4 

obaJ'S• lo.. tor the 111111: 1n the hope or '101-, 

to rwn.ua 

332 

A .Uotriat: nporrtoor 1D the Pall7 Weltara 8oo1ot:r 0&14 

thet: the tree aUk wu Jut: 801'0 ooap Jtnouno. 

Ill'. o•Bare, ououUYo or Ule au:r So• llel1et De~ou. 

oa14 that: bio obiot oonoom wu the 'llull.Un& ot aoud bodi .. 

to oar1'7 the lnlr4au or tbo ne.d tnnt:r :r•ar•. wnh tbat 

obJeot:1Ye aillt wu all•t.port&Dt. 

Pro• the taail:r' o poillt ot Y1ow the outiono are \co tar 

apart. OnlJ adult:o, DOt ohildl'On, ou cot the llll.k. lither 

tbo tatbor or the •ther .uat so to the ouUon. It the:r 10 

earl:r 1D tbe 1101'D1Dc UW:r ban 1110 one wUh •bo• to lean Ulo 
• 

oiUill ohildl'On. It the:r 40n1t: 10 earl:r t:he ll1.ll 1o Ollt. a--

U••• the7 han ~ otand 1a liDo 1a the ool4 or raiJl, 

It ••••• oloar t:bat: one &1'01q) ot t..U1 .. do .. not 'lloM­

t1 t; bJ tno 1111.11: .uatn'lnli1on booauoo the:r &1'1 too tar aw:r, 

too Uro4, 40 not: haYO Wllll'lll olotbiD&, or the tather or 8Dther 

h 111. loao oan attol'4 tibo ono1'17 to 10 tor no qll&l'W 'bat 
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!bo oa~laa ot tho taa111 .. tbat -o t or tbo llllk 

u Yer'1 bleb. .\Ke4 tlba' the)" 6D 11bea 'be ll1lk h olll'talle4, 

oa o Mllber ot the ll1lk 41avllNUoa ota:N' 0&14, '!boT 'bouaoo 

the 'bottloo ott tho torobead ot tbo oupoii'Yloor. -You toko 

awq ourplu o- dHho, tbat1o ao1;hlac. !'be tUillho aoa•t 

want the 1\U'PlU .. uoopt butter. !be,- .ton' t waat oabbajJo, 

but 7ou take aW&)" alllt, thet 11eaao oouthlac. !bo7 t.tch' 11u 

w11doatl1 • !'be IIOA u4 woaon - 1D 11114 oq, 'MT 'boT put oa 

lix pounda lut woolt on aooount ot the alllt1 • 

Part ot thl• u obaago 1A bablto t o fiuld troa other t orao 

ot alllt. !booo toallloo uoo4 ~ u .. ooa4onoo4 allk but tbe7 

ltUOh protor fiu14 alllt. lld.a aUk tho7 will not uoo booav.oo 

ot Uo uaploaNDt tuto and o4or. ha1l7 attor t•llJ ba8 1t 

p1lo4 on obolYoo . Oa tbo other ban4 tboro lo a .. rlouo qu .. - , 

U oa mother ro11ot tUilll .. obould be tr&lno4 1n tbo u .. ot 

the aoot o~eno1Yo t ora• ot llllk. !o onoouroc• Aaorlouo t o 

oonouao alllt al110ot oxoluolYolJ u fiuld alllt •AT dopr1Yo 

tho11. ot o10hor too4o. 

Ub4or1)"1DC 10ho ...-rne .. t or tree a1lk 1.a t ho whole ro11et 

p.loturo. !booo •on tho woltaro1 pt treo alllt, troo olothlnc, 

Ja041oal. oaro, oar1"aro, an4 aono)" t or ao41o1ne . !hoT booou 

export 1A tol"l'etlDS out all torao ot au. !m1r 1Dpnu1 CJ on4 

onterprloo aro uoe4 not tor pro4uo1Dg but t or gotitlDC ooaothlDS. 

Without 1"1C14 oontrolo tho)" would oPb their alllt hottlo t or 

tho t1Yo oon'•· Wbon tolr.on• wore uood tbeJ bl"'ko ~uno 1D 

halt and t1"184 W oolloet Do aloltello WileD thoJ 6D DO' llko 

tho ll1lk otoro npo"loor tho)" oall h1.ll a ••.t. llua'· 
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u.a.r ~ lloatoa p1aa oU'Il8.,.. 1&-..4, 1hro1111h ._ 

ohul'ellea, to .. .t7 fllll11.1aa 110' oa Nl1af. ...., .. t..U.loa 

a14d. b7 .U Y1e1U .. •-••• onr "> peN .. , are •oa wuare•. 

Allowing tor ~ uu.•• 1eno4 Ulroup o~ •• pona.pa 

25 poNoDt of 'heir t..U1 .. c•• 110 tree a1lt. '!'b1o 1nolu4 .. 

t..Ulho of atroot-oar .oto~a, CAI'IYJlt worton, worltoro 111 

too4 taotor1oo, langllboreaon eJl4 t1ohoraon. !be 11111'ooo II:Dow 

~be ... bore of tbl faa117 ot ou oobool-haoller, wUil a lare• 

111111bor o t all114ron, wbo 4o 110t cot o&011Ch to oat. 

loMthiiiC happen& wbon a t..UJ oa ftlfare cote tree .Ut, 

ao41oal oare aa4 oarf&N, while tho f..UJ ot a t1ohorsaa or 

loncabo~, oam1nc h1o 115 a ftoll &114 lh1DC next 4oor,haa 

to c o witholl' u. 
'l'be aoot oruo1al oue 1o tho t•111 .. with tuboroulodo. .. 

'rheJ ooM to tho otaUoao and bee tor a1lllt tor the doll oh114-

ron at bollo. Wbon .UIIt 1a plont1.tul aed1oal oaooo, 11bo brine 

oarde troe tbl taailJ 4ootor or tho 41opoDOarJ, can cot an 

extra quart . HWI4.r04& of taa111 .. a .. 4 u . !llooo aot oa 

relief cot DO\h1Ac· 

tDr•mcra• 
'fbi relief .UIIt pl&D _. atartod 111 lootoD to help pro-

4uooro, .,, rol1ot taa111oo. It U oloo 1n.o1Yo4 with 411'1'1-

0lllUoa ..., .. tho proc!Wior oooporaUno, &114 with tho aon­

ooap11aaoo of prooooaora with liAA a1lllt J'OClll&Uono. 

In .u ... aaobllaoUo a1U aho4 thoro are nr7 tow a1 ~r-

1, 10 DO' • .... uor area. ..1101' 
D&UYo uaoo tar a1111t. "" 

Regraded Unclassified



- 8 - 335 
purohaooo iaereaoe the proporUoa ot a1Ut that the tamer oan 

oell ao fill1d a1Ut an4 eo ra1oo b1o &Yerace return. 

!'he lootoa alllt aar'tet io flllld&aontall.)' unbalanoe4. Pro­

duoero are atte.ptinc t o otiaulate outtloiont puroba8eo ot 

nuid a1llt to O&l'T7 their 1111ooonoa1o orcanlaaUon. In 1920 to 

1929 thoro wao a treaendouo iaoroaoe in tlll14 a1llt ooao~Uon 

in the Booton area. Jarsero abandoned balanced tarainc to get 

into tlw fill1d aarltoti. !'he7 roduoed the uoe of eurplua t or 

p1ge, nal, and poultJ'7, 'ftle7 pn lq) long-otanll'nc oontraote 

tor qu&11t7 oreaa tor loo&l OJ>OOi.altJ butter and oheeee pro­

duooro. !'he nuaber ot pro4uoero aleo 1noreaee4. 

Wb.n tlw d .. p 4eoJ.ino in fill1d a1llt eoneiiiiPUon occurred 

attor 1930 their al ternaUn u .. • wro gono. l ubllcU.dJW ~ 

puroha .. of tlll1d a1llt perpotu&hl tb11 epeoulat1Yo 1Uuat1on • 

I t il a 1ub1tituto tor reltoration ot balanced production on 

the tara, an4 doYelop!!nt of alternatiYo ueo1 t or the .urplul. 

!'he produoore are ptt1nc an art1tio1al pr1a1a onr the 

urltot prioo tor ~ 50 poroont ot ~ir output that il 1urplua 

a1llt, ~ pr1oo of fill1d a1llt il ltlpt art1tioiall7 h1ch b7 the 

lla .. aohl&aotU 111llt Control Board. !he tu111u not on rol1of 

Pa:t tor 1ubeicU.sed produoUon 11hioh 11 boiDC ginn t o rol1ot 

taa1lhlo Jlean11h1lo total a1Ut 00ft!QI!I)t10D 11 faJ.11J!,s, 

It a aall traeuon of the IlOilO)' 1pent t or reU1t purohal .. 

ot aillt oould h&Yo boon opont tor riY1YiD& alternat1Yo uaeojbr 

aurpluo, an4 t or o-ut)' and oooperaUYo taoUU1eo tor lowor-

1ng ~ ooot of pro4110Uon, trnon4ouo progrooo oould h&Yo boon 

aa4o 1n ouU1ng the oooto of a11Jt prod.ot1on and tho pr1oo of 

a1llt tor lo,...1aoo• tu1.1ioo not on rol 1of • 

... 
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ODe •uca•••ion, tor a-..pla, ... tor a OOUD'7 reeoiYiac 

aD4 pa&WI&l'isiJis pl .. 1a .. D,Nl. ... II&O!IuOU& to MrYO CMD-

tral Maaaaobuaotta o1,ioa. 

AnotMr ia tM poaailJUUJ' of 4nelop1nc produoUon of 

good looal ohHaoa \lllOOl'l'lq)te4 lJJ' tM aJ.xturea 'llh1oh han 

l onred tM atandard of 110at Aluriean o-oro1al ob•••••· 

DI8TBIBUTIOM 008!8 

fho Boaton plan 1& uonc other th1nga a dnonatrat1on 1a 

• ore ooonoa.ioal retail 41atrlbut1on of a1JJt, tM IIODOJ' ooat 

1• about ~ a ~ loa• than the Boaton pr1oo tor fluid a1.Ut. 

Pro6eaaor• cot their aotual eoata, but elaia thOJ' aake 

no profit at ~. fheJ' d.o sot eanns• tro• lqer YOl- to 

ott .. t their fixed oh&JoSe•. PaNel'& pt the pool pl'1oo. !be 

aartnga are in tlw ••ohanio• ot 41Ur1but1on. Labor hae rtr- ' 

tuallJ' no ooapla1nt lJooau•• relief taa111o• boUCbt atore •ilk, 

not boM 4oliYore4 a.1lk. 

kY1ngO -· parll.J' tro• lqo Y011AO .. poo1allJ' 1D tr\10k-

1ng. Other aaYinge are oaoh operaUon, no dol1nl'1 .. troa the 

atatlon, DO lo .. on bottloa, YOI'J' Uttlo olor1oal work. Fl&l'tMr 

eannc• ooul4 be ub with the u .. ot paper oontalnora, &114 the 

reduotion 1n booklt .. pinc, but the prooouora are oppo .. 4 to it. 

fho aaY1ngo under ""-• plan ••• aubatanUal, lJut two 

tach are laportan'. 
Part of the aart~ ia 1n 1Dora .. o4 work tor rel1of tu1-

lioo. It a1llt ia 4ol1Yore4 to tower atat1ona but taa111ee 

walk farther, that 1& DO' a aaY'D' of ooata but a traneter of 

ooata to reUat t..Uioa. fbi• 'aartlle1 would Ju&t1t7 1D part 
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the higher coats or retail dia t r ibution under the Food Stamp 

plan. 

~ Milk Control 

The other factor il the Uaa1achu1etta Milk Control Board. 

Under the law this Board fixes the price paid to producers 

and the retail price or milk. The Board haa fixed the atore 

price of milk from the coat of home delivery and ea t the store 

price one cent belo~ it. The difference of one cent ~aa no 

r el ation t o differences in eo1t. Actually the retail a tor ce 

would prefer a price l ower by two or poaeibly thr ee cents. With 

lower ato re prioea people would not t~ko delivered mllk, and 

the atorae would gain Tolume . The effect cf the Ull k Board's 

control therefore il t o fix the retai l price o f milk two or 

t hree cents higher than it need be . even with artificially 

high producer prioea. 

In acme i nstances t he Board' s act1on merelY a.dcls t o the 

grocers ' margin. The d1atributora cut their prices t o groeere 

but the Board cannot catch them. The Board controls only 

retall pricea. 

Weanwblle milk conaumption il f alli ng. Even with all the 

1ub1idlzed mllk ealea volume ia not riaing. It aeeme well eatab­

l iehed that mol t of the aubaldized milk aalsa are surplua. That 

oan only mean milk consumption among the aelf-eupPQrtlng 11 

fall ing more rapldll than the t ot al flguree ahow. 

Furt her evidence or the eftect l of the U1lk Board'& con­

trol ie their ruling that proceuora who wanted t o use paper 
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ccnta1a.re aut elluose one oeat !!!!!:!. a quart ~ tor boU:led 

a1llt. 

!hie dn&Uon ie ~ 1aeT1~le reelll.t or u. taot t:b&t 

prodUCel'8 OZ'O " li'SOJ\i&o4, proce .. ore are Ol'lani.&ed &ad oone1111ero 

are not orcanhed. I'Uh ~· b .. t will in the world ao Gonrn­

aental -cenOT oould deal eTen-b&nded Juot1oe 1a that o1tu&t1on. 

The oonauaerl loee, and the7 lo .. sore than the tar.aro ga1n. 

The farmer• l ooe on Toluae. 

It baa been augga1tad that l~r ulcaa ware part}T relpon­

llble t or t1x1QC prloao at hoae del1TerJ rata1. LaJ)or wdoae 

4o taTor bo• del1Tel'J aad do taTOr t1xo4 pr1oee. But 1t 1eeu 

at l eaat aa 11kel7 that ~ prooeaaora encouraged the UDlone t o 

1upport ~e1r pooltion ae that U. unlonl took tbe 1n1t1at1To. 

AnT regUlation of retail prlceo work• a b&rdahlp on taa1- , 

11ee who J1118ht otherwlee deal w1th loeer-oolt produoere. State 

regUlation, in the aboenoo of ooneuaor org&nlnUon, 1• a tax 

on lelt-tlQ7POrt1QC t..Uho, to c!.Te taraero 1h!.Pr1 prlooe 

but f&lliQC TOl-· 

T!wre 11 no pooa1b111 tT ot rellof troa the oourte. It 1a 

&laoet ~oelble to get oourt reT1ew ot one or two 1t ... !.n 

a procraa. ~ oourto tend to lll)hold tba a4a1nUtrat1n 

authorltT W.re po oalble. The Blll)reme Court todaJ, ( lrondaT) 

upheld the baoio pr1noiple• of Federal oontrol or p&TSOntl 

to a1lk producere, without wb1oh the Kaeeaohuoette Board 

colll.d not h&Ye c ontinued t o aalatain 1tl c ontrol of pr!.ceo 

t o pro4uoere. 
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ConaUMr OooperaUwe Purobaa1y 

'fhere eeeae DO obaDoe that the 1ntluenoe or the .ll1l.lt 

Control Board oould be reduoe4. 'l'be Board •eta too well the 

neldl ot oraan1&e4 d1atr1butora and or Kaaaaohuaetta produoer• 

in oompet1t1on with other produoera 1n the Beaton a1llt-ahed. 

Pro4uoera oannot be counted on to help the Coneu.era . 

The7 are not 1ntereate4 in an eoonoa1o p r1oe tor alllt, but in 

a aonopol7 pr1oe. 'fhl onl7 alternatiwe 1e t o organize oonau.era, 

and eo &1wa the Board a oh&noe t o oona1der oonauaer needa. 

J. Yer, uall expenditure b7 t he Federal Oo¥emaent tor­

et 1aulat1on ot conauaer- cooper-at1Yea t or pur-ohai1DS could be 

extreael7 etteot1we 1n lower-ing the coat or l iY1ng or aelt­

aupporting taa111ea with low inooaea, and 1noreaa1ng their 

power t o purohaae goode manutaotured by buaineaa aen who ha•e 

no monopolz oontrola. 

The preble• in oonauaer oooperat1wea le Yerz much like 

that in aelt-help. 'fhere are nrr tew groupe re&47 to atart 

at once oarr7ing their own organhatlon. There are large 

taailiea re&47 and willing to r ind a W&f to reduce the coet 

or Uvlng, it onl7 ther can obtain aid i n organ1z1n& along 

linea involYing the leaat poaaible triotion with their noraal 

puroh&aing habita. 

Thia problem or oonauaer aargina will beooae i noreaain&l7 

important nth anr inoreaae in the ooat or 11Y1ng ae bualneu 

aotiw1t7 1noreaaea. 

It cannot be too etten repeated than 1n the whole oirole 

or Pederal aot1w1t1 .. t here U no genOl concerned with 

' 

... 
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helpina non-tu. tu111 .. wUb low 1noo•• but not on re11et. 

A .. all lllllt to aUaul.ate ooa•-r oooperaUon would be one ot 

the beat plao .. to bectn thla a1d to aelt-tllPpol"ttng t .. utea. 

One •ua••Uon IUI4e b7 1111". App11n ot AU. in Bonon waa . 

organtsaUon ot a111t oooparaUna 1n J'lllo apal"t•nt hou•••· One 

of the•• apartaenta baa 1100 tenanta. A oonauaer•' oooperati•• 

aight e11ainate a large part ot the entire ooat of 41etribution 

without .. tt1ng llP &ll1 fr1ot1on wltb the tamUr'• regular hablta. 

OOICLUSIOII 

The Botton Relief M11lt plan bat ter-Yed a veet\ll purpoae 

aa tangible tY14tnoe of the exoeaai•• ooat ot tlu1d a11lt in 

Botton. 

It it not at oon•en1ent tor taa1liee aa 41etr1but1on b7 

neighborhood atoraa, at in the rood ltaap plan. raailiea .oat 

in need ot a1llt aar be unable to so to the atorea. Alto eaplor­

"' lllldtr \he rood 1\aap plan han pr1Yate eJII)lor•nt, rattler 

than uour1t7 •aa•• on 'IPA. 

raaUh• want .are, not leu, aUit. 'l'ht7 ltnow it U 

iapro•1ns their health. 

'lhere it a queation, bon•er, wbetbtr there it not eroea-

a1Ye at1aul.aUon of the deaand for nllid aUit, in oontraet 

with ••aporated alllt and oheeae. 

All ah1fta baolt and torth in tbt elig1b111t7 ot nee47 tu-

1liea oarrr a beaYT burden ot nar-Youa atratn. 

At rapi417 at poadblt a1llt d1ttr1but10n ahould be extended 

t o 'border-line oaaea•, an4 to tboae cartit1t4 b7 ae41oal author­

itt.. tor health raaeona, be&inn1DI wlth tuberouloau • 
• 
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lo 1-. u ~re h ua olo-t ot nbo1«T 1D Uae aUk 

pr1ooo tbe oa17 oqu1'-hlo aa4 ooo1al17 Juot~tl&blo po11or 1o 

to extend oubo141&e4 aUk 41otribut1on to all taa111eo - . . 
!hlo w111 not ~ tho t&Nft'1 1 probl• booau .. u 

w1ll 1noroaoo produot1on. 

341 

'l'lu roll047 tor tho fU'IIOr lo aoro balanoed far.iDC, aoro 

uoeo tor ourplua allk, aoro oo..un1t7 and oooperat1Ye tao111t1eo 

euoh •• tbooo onoouragod b7 rara 8oourlt7 AAa1n1otrat1on. 

'l'b.o ettoot ot tl.x:lng of tbe ro~l prloe of allk b7 tho 

&toto 1o t o ulte the oon-r 'IIIIo lo ogpportlDC hlaoelf b7 hle 

earn1ngo pa7 ua unoooDOIIlo prealua to the produoer, an4 a rela­

t1Yol7 creator eoonolllo prellla to the prooo .. or. 

Help 1n orcantsat1on of oonou.er oooperot1Yel b7 the 

Federal OonriiiMDt (olllllar to orcan1sat1on of oo..unltr and 

oooporat1YO fao111t1eo tor tars faa1l1ee b7 FaA) would bonetlt 

tlrot oolt-ouPportln& low-lnoomo taa1l1ee, and oeoond buo1neoo 

aen not 1n aonopol7 oontrol of thelr aarlteU, wbo looo tra4o 

to the h!Pr pr1oe4 .onopolloe. 

' 
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Robert 
Hosea : 

!·l : 

ll)!Jr: 

... 

HHJr: 

!!::Jr: 
... 
" • 

~:Jr: 

m:Jr: 

Hello, Henry. 

How are you' 

How are you? 

June 7, 1939 
9:27 e.a. 
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It sounds like old times getting n typical Bob !~oses 
telegram. I l oved it. 

(Laughter) 

Bob, on this Tri borough Bridge t hing, 1t you could have 
somebody dovn here tomorrov at ten o' cloak, !!oReynolds 
will eit dovn vith him and t hey'll stay together until 
ve -- try to get it settled. 

Fine I Nov, nenry, vould you rather baYe us send dllvn 
the Cbiet Engineer? The Hayor told me this morning he'd 
be very glad to go down b1mselt. 

I don ' t think ve need the ~!ayor tomorrov. It tre could • ­
I hope we oan get together , and it we can't get together 
then we'll bother the Mayor. How's that? .. 
I'll have h1m do~m there tomorrow. How are you? 

I ' m -- I'm pretty well, Bob. How are you? 

I 1 m very trell. Do you -- do you get up to your taro 
oooasions.llyf 

Yea , I do. It you ever go up any ot those parkWays, I 
vieh you'd l et oe knov and drop 1n and bave a mes.l . 

I'd like to do that sometime. I'll atop 1n and have a 
drink an,.ay. 

Well , I'll give you more than t hat , but .••.. . 

'l'hanka, Henry • 

• ••.... let me know in advance. 

Yeo . 

We 'll - - and I'd really like to see you. 

'1'hat 1 e tine . 

And it you'll bave your ebongd1no~r;,,/ t~~1~ tg:;~:!nr~~ 
be good. We ' ll have some Y r . 
too , 
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Hl·!Jr: 

I' . 

~:Jr : 

... 
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Yea. 

And -- and we Just want to look att or our interes ts as •... • 
Yeah • 

- try to do it as well as you look after yours. 

Well t hat's tine, and t hank you vary ouch. 

o, JC. Bob. 

Good bye • 

• 
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Jeue 
Jones: 

!:U!Jr: 

J : 

HJ!Jr: 

J : 

:OJ~Jr : 

J : 

:-.,!Jr: 

J : 

m:Jr: 

J : 

:J.!Jr: 

J : 

H!!Jr: 

J : 

~!Jr: 

June 7, 1939 344 
10:15 a . 111 . 

Henry • • . ... 

Yes . 

Cardenas -- did he -- did you - - dld he ask you not to 
buy that s ilver? 

1/ho? 

You know t he ••••••• 

Cardenas? 

Cardenas, he was t he -- he wae the -- under -- he vae t he 
f ormer -- he is the -- nov the Ambassador or l!r . Franco. 

I don 1 t l<nov. 

He - - we were still talki ng about cotton and we -- we don • 
know any be t ter then t o oort of, you knC>I , talk about 
both aides of i t . 

Do you want the legal boys to ge t you up a memo randum on,. 
it nnd send it over t o you? 

\/ell, yes. I t hought I ' d see tho Cardenas today . 

\lell, I have -- I don't -- as tar no I kno>< T don't t hi nk 
Cardenas ever appeared in t ho oaae . 

He ' s been over here. You know, he was deposed , I t hink, 
and be has been over hero all the time an~ now he said 
t hat he -- he had asked t he Treasury, or you, or so~e­
body, not to buy t hat silver, end you bougbt it e.nyvay. 
Well , we -- I was Juot going to talk a little bit, be­
cause I wculdn • t know any better t han t o talk about bo t h 

thing s a t t he sarne time . 

';/ell , I -- I don't know. I ' d have to !ind - - I t hl nlt t !lat 
-- that is, -- I 1 o afr aid if you -- on t hat , you ' d be 
getting in and t hey might say -- well , 1t e i ght hul't our 
case , because he might quoto you, you see? 

\'loll, then, I bet t er • • .•.. • 

I t hink I'd lay ott t hat, Jesse . 

' 
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J : 

H::Jr: 

J : 

!CiJr: 

J : 

f • 
• 0 

·-mJr: 

~~Jr : 

J : 

~~Jr: 

J : 

:::Jr: 
J: 

:•··Jr: 

J: 

You oean ••.•.• 

tlell , I don't know whether Card 
all , we didn't recognize Frnnooe~~at~~~ 
That'• right. 

I t ge t s i nt o the whole question . . ... . 
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or not , and a f ter 
t1me. 

Well, do you t hink t hat I shouldn ' t 
you - - you onn have t hio t say to him t hat, "I! 
you withdraw t h is suit. • Yo~od~on~tonth itlnl~Sei tcr~hts -- if 
tha t? A oug t o do 

Le t -- let oe ask~ ?oley. 
Cc.rdenao' 

\lhn t tine arc ··ou see 1 ng 

liell , I haven • t made t he ap;>ointoent . I Just agreed to 
see h1m today, and I t alked t o Seoret~ry Hull • •... . 

Yee • 

•••••• mysel f last n7ght about it because n16ht before l ost 
I called hlm I didn t -- ! just wan ted to get word dlreot .. 
from him. 

Yeah. 

Becauae I didn't want to got the wires orooeed . 

Yeah . 

And I didn' t ques t ion anybody ' e authori t y, but then I know 
h l m well enough to talk to h im about it. 

Well, what does he eay a bout the • •. . .. . 

And he Just -- I t hlnlt he finally sal~ 1t didn ' t ~e ouch 
dl! terence . He ~Y have done th~t under ~Y 1ns1stence. 
I - - I t old him I thought 1t I were talt.ing t o t his fellow 
about selli ng b! m cotton on oredlt , and a ver"J lnr : e noount, 
t~·o or t hree hundred t housand bo.leo, t hat I would "'ant to 
knolf somet hing about th iS other budness. 

\/ell now, i f you ' ll gl ve me the tlme , I ' l l oend somebody 
over to you who knows t he whole legnl ancle . 

Fine ! Then I ' ll give you all the tlme you want . 

\:ell , W'hat u ce? You set t he time, and he ' ll be there . 
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He can come anytime -- aa aoon ae -- he can ccoe 1n en 
hour. 

lrell , you ·•ant him, say, at eleven f1fteent 

:tea, tine I 

\tell, .t ~on' t ltnow who it will be , but 1 t will be eo:ne­
body from my offioe. 

All right. 

Moat likely it will be Foley and somebody el se. 

Al l right, fine. 

And I'll have h11D --wel l , Q&te it eleven thirty? 

Eleven thirty suit& me exaotly. 

Well, Foley will be at your office a t &harp eleven thirt» 
with somebody else and then you oan crose-exaaine them 
on the Bilver. 

Fine I Fine I 

Thank you. 

Did you make e:ny :progrese yeete~&y'l 

I'll tell you about that. 

All right. 

I ' ll tell you about it. 

Well, give me a ring. 

Righto I 
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~:Jr: Hello . 

03>er a t or : Go ahead. 

i!l:Jr: Hello. 
Robert 
Doughton: Secretary? 

~:Jr : How are you? 

:J : 

~·Jr: 

D: 

!l : 

:1:tJr : 

!l : 

:J: 

D: 

D: 

!l : 

All righ t , thank you. Ho>~ are you getti r~~; along? 

Prettv well . I -- Whet•a on your aind? 

I> ell, I -- we • re call i ng you abou t that pos1tl~n tor that 
youne lady. 

I/ ell, hasn• t tha t been t nlce n onre of? 

No, s he says not . ~ne called oe a few olnutes ago . I 
supposed she had , and said she hadn ' t heard a word from 
hi m. She said she trent over and saw :tr. i\eynolds , I 
believe , and she hasn't hear d a word from it. 

~/ell , tha t' s a 
tlret of June . 
of right away. 

shame . I t old hlm to put hi m on on the 
I' ll-- I ' ll oce t hot sh e ' s t~~en cnre 
I don ' t know what t he devil happened. 

.. 

VI ell, I don ' t trant to worry you about a 11 ttle t hing like 
that. 

llo, it's not a little t ;,ing it you 10ant i t . 

I: ell, 1 t' s very 1J::r:X>rtant . She ' s a 1:o::1an o~ " highest 
lt1nd of character and s.'te 'a one or cy -- t he ciPughter or 
one ot my best friends and her CAn rnn off a:tC. le~t her 
and she Just needs someth1113 to do a~<ful badly. 

I -- he r name for the o1nuto haa olip~ed ::1e . 

l:ol<1nney. 

lloK1nney? 

l!ol<inney, yes. 

I gave definite orders . I don ' t knoll whot happened. 

1-/ell, t hat' s all right . You call -- you call 
you find about it, or I'll oe.ll you sometloe . 

oe be.cl< 
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No, i~ will be done before five o'clock, 

How' e that'! 

348 

I ' ll do i t before -- I'll do it within tbe next 5 minutes. 

ll'ell , (laughingly) I t hank you -- I thank you. I t' s not 
t hnt important -- not that urgent, but then I' ll a~,reoiat 
it, and we're goi ng-- getting right after -- you oee, we 
-- on the Social Security hero we've got one more day of 
general debate , but we ' re going right along with -- our 
plana about the tax oatter . Hr. Cooper and his sub-oom­
mittee is -- I've Just been in with the~ now. Ve're hold­
ing a session by t he Democratic me~bers and we'll perhaps 
have a full -- meet in t he tull oo3mittee t omorr ow, and 
\le 1 re going right along on it. 

Well, I-- I was worried. I got t wo different ~ora • • ••• 

\/ell • •.•. 

•••••• that tbey were going to stall on it and not do 
anything. 

No , don • t you be a bit uneasy about that . Anything that 
gets like that I'll call you before breakfast. 

And it came to 08 trom two different places today t hat -­
t hat they were Just going t o stall until after t he firs t 
of July. 

11ell now, 
a 
tor it. 

Right I 

t here ' s not a particle-- not a ~article-- no t 
ot truth in that, and not a bit or f oundation 

• been in session - - been We•ro Just p icking right -- we ve 
in session now for an bour and a half . 

Good I 
t t h sub-committee and I think 

The Democratic members 0b elled in the morning and t he 
the f ull oommi ttee will 8 0~ __ on oome oatters, and 
8 t a t t hae been working ou 1t Don , t you be a bit un­

ve•re Just going right ovJert d~ing our very best. 
eaey about t hat . We 're us 

\/ell , I was worried like hell . 
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~/ell now, never .vou <>et - - don• t •ver J Q • wor~y; ust call me . 

Now, Bob, where is t his l!ro . t•:oK1nney now? !'/here is she? 

\;h.y ,. •••• 

\'/hero can we ge t hold of her? 

\icll , I -- I ' ve got her phone number over n t the ...... 

\loll , you tell her to be nt r:ty ott'lce at nine o ' cloolt 
tomorro>: mor ning ready to go to work . 

ll1no o 1 cloclt tooorrow t:torning'l 

At o y office . 

Vell, I t hank you very ouch . 

You tell her to cot:te hero and to ask tor r:te . I ' ll leave 
word , and she 111 be put to worl: tomorrow nornlng . 

Vlell , t hat's ol ghty 1'1ne. 

0 . K., Bob. 

And I ' ll tell her to be t here a t your o!f lce and lncuire 
tor you at nine o 'clock. 

That's right . 

'l'hllD'< you ver y, ver y much . 

Thank you, Bob. 

Oood bye . ile 're looklns a fter your tax ~tte:• e.ll right. 
Don 't you pay any attention to a ruoor l1&e t rAt . It any­
t hi ng like t hat comes up I ' ll ce.ll you right ott' . 

Do that . 

You ' ll hear i t rrom me bot'ore anybody else has eny -- the 
slightest foundation tor 1t. 

All righ t , Bob. 

Al l right . Thank you • 

Oood bye . 
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OJ>erator: 

!!HJr: 
Svoner 
llellea: 

Hl!Jr: 

\ ! • .. 
!ll!Jr: 

\1 : 

!!1~r: 

V: 

!o1!Jr: 

"' ... 
!ll!Jr: 

\'1 : 

Hl·!Jr: 

W: 

!-:!!Jr: 

11: 

31!Jr: 

" · ... 
Hl!Jr: 

11 : 

Go ahead. 

Hello. 

Hello, Henry. 

Yea1 

June 7, 1939 
3:42 p. a . 

I Just flnlahed speaking to Butler Wright. 

Yea . 

350 

He' a seeing ~he President or Cuba a t 7 o'clock tonight. 

Yea. 

And he will give h1o t he fUll lntor::aat1on t hen. He thlnke 
lt la preferable not t o take Finley with hi~. 

I aee. 

I oan qulte unders tand , t o avoid the whole thlng being ~ut 
officially on our shoulders. 

I see. 

But he wil l tell hlm a t that tlmo exactly what the !acta 
Are and t hat t he laws now can bo complied with tully. 

Fine I \las it news to h1m that you -- what I passed along 
to you? · 

No , Finley had already told hlm. 

He hadt 

But he -- Finley couldn 't get an appoinbent until 
eo he oan eave about twelve hours by doi ng it th1& way. 

Well, that's grand . I'll paoo t hat along t o the J.D.C. 
people , and it'll be treoendouely appreciated. 

And Sutler wlll call me b&ok in the morning to tell ae 
exactly what the taots are , t ho s ituation. 

And then you let me know. 

I'll be able probcbly to aeo you down at the s tation . 
hope to be able to tell you then. 
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l!llJr : Oh, I ' 111 ever eo IIIUOh obliged. 

1: Not a b1t, Henry. 

~r:Jr: Thank you. 

V: Good bye. 

!C:Jr: Good bye . 
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GROUP la:E'fiNG June 7, 19)9. 
9: 30 A. K. 

Present: 

H.M.Jr: 

Bell : 

H.M. Jr: 

Bell : 

H. ll.Jr: 

Bell : 

Duffield I 

Bell : 

Duffield: 

Bell: 

Duffield: 

Bell: 

Klot£1 

Mr. Hanes 
Mr. Gaston 
Mr. roley 
Mr. Gibbons 
Mrs. ltloh 
Mr. Graves 
Mr. Bell 
Mr. Lochhead 
Mr. White 
Mr. Haas 
Mr. Duffield 
Mr. McReynolds 

Where is Dan Bell' 

Here I am. 

Oh. 
and 
and 
you 

Mr. Fahey called me up last night 
he said he talked to you about his 
1n comes t his thing trom Steagall. 
handle that tor me' 

- yesterday -
legislation, 

And can 

I've had a report on my desk tor some time. I 
thought maybe it I held it long enough, the Committee 
would go ahead and act w1 thout your •. . . 

Can I say you 1ll handle it' 

Yes, I'll try and get it out. 

Kay I ask what i t is ' 

.Amendments to the Federal Home Loan Bank Act. 

That report hasn't gone out yet' 

No, I haVe it on my desk. 

My goodness gracious! 

I held it deliberately, did it deliberately, Just 
like Mac, you know - has one or thOse 11ttle private 

dravera. 

What di d he say' 

... 
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Klotz : 

He!\: 

H.H.Jr : 

llhl. te : 
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Bell: 

Foley: 

Bell: 

Foley: 

H.H. J r : 

Bell : 

Klot~ : 

H.l!.Jr : 

Bell : 

H. M.Jr: 
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Said he'e Just like Mao, hae one ot thoee private 
drawers where he holda things. And you (Bell) 
haven ' t heard what's been going on in the last 
rirt een m1nutee. 

About some private drawer. 

Fits perfectly. 

1-lhat 1 a been going on 1n the lnet r1tteen minutes -
I ' ve had Hac on the gri ll trying to t1nd out why 
t or one week be held up t he Trlborougb bridge, and 
he ' a been giving me the moat wo ndertul ta1ry storJ. 
llow I hear there's a little dr awer. 

That explains the delay about the power b111. 

Yea, how about that r1nanoing bl llt We wanted to 
eat up a corporation to 1aeue bonda. 

That went to t he Budget. The Budget has sent i t 
around to the va r i ous department& intereat ed 1n 1t 
and I understand they've gotten back a good many or 
the repl i es. I don ' t t hi nk they ' re all in yet. 
Like to have me stir 1 t upt 

Sure. 

0. K. , we'll have t o open t hat drawer. 

Get that open. 

llell will you take care ot 1t - t ake care or Fahey 
i n the same excellent manner th~t Kr. Hc~eynolda 
1a taking care or Bob lloeea t 

Be delighted. I don't know what he' s doing, but 
I'll go along, I'm sure. 

You see the trust be has i n Mao. 

lfhat else have you got' 

lfhat haVe I got' 

Yes. 

' 

... 
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H. l!. Jr : 

Klotz : 

Fell : 

Foley : 

Bell : 
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?ell : 

Foley : 

Rell : 

H. H.Jr : 

.• 
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You 1 re skipping l·lao. 

I 1m giving hlm a chance to o atoh hi s breath. 

You could never do that . 

354 . 

This is o. repl y to Senator ~~a~ner ' e letter to you 
rego.rding t he hous ing bill, whi ch I•ve been hol ding 
until the Budget cleared the ot her report . 

Has 1t? 

I understand thet t hey cloared i t yesterday, but I 
hAdn 't seen it . They sent it b~ck and seid there 
was n~ obj ection to the le t ter 6Q1ng, but with t he 
understanding the r e would be no co~itment. The 
President hasn't released it. I cce no objection 
to hie signing this letter, do you , Ed? 

I/ ell. •.• 

This i s about the releas ing i t . 

No, I knO\( >~hat the letter io, bu t I didn ' t know 
11het t h e no co iUllli t ment meant. 

I don 't eithe r . 

\fell , it 1 e the usual ster eo-typed phrase that goes 
on the end of the letter, where the Budget doesn 1 t 
want to cleaT it and say that we nppro~e 1t and 1t 
heo b een cleared with the President . You know, the 
Pres i dent hasn't done it yet , put h18 0 . K. on the 
housing bill. 

How can the Secretary do it it it heon ' t been released 
by t he President? I cean that letter says he ' s 
approving the bill. 

There ' s no obJection ror him to send his 
tho Capitol , >lith t he understanding t~t 
in any 11ay commit the President . Th~t a 
baa been done tor s~veral yearo . 

comt~ents to 
he doesn 1 t 
done and 

on that particular one, I don ' t want to do it . 
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H.M.Jr: 
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Foley: 

Bell : 

Foley: 

H.M.Jr: 

Bell: 

H.H.Jr: 

Grave a I 
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You don 1 t lent to sign thie. 

~t~on ' t ¥ant to do it unt11 the President clears 

0. I . 

'Xes. 

And that above 119 m1lllon, 599 thousand !.mpail'llent. 

I think I •ll turn that (letter on housing bill) over 
to you (Foley) . 

I haven 1 t got any drawer. • You'll get the letter baok from the Budget. I know it. 

All right. 

What elaet 

'l'hat •• all. 

Oh, by the vay, you don 1 t want to see Blandford novt 

llo, !1n1&hed. 

Thia 1n a vay doe an 1 t go to )'OU, Harold, but it has 
to do vith this g811bl1ng eh!.p, I think, ott Los Angel•• · 
And Herbert brought socebodY in here, and the !!a.Tor 
ot Loa Angeles - 1nallllll1ch ae gambl1ng is 1n your 
allay - I mean I think 1t U; I don 1 t lr.nov whether 
you oan or cannot do anything. All they want to do 
1e oont1ne pellagra on the boat, something U.lte that. 
Bee what you can do to help Loa Angeles out. 

What else do you lr.novt 
I understand that the Attorney General this afternoon 
ie reeeiv!.ng eome, 1! not all, ot the mot1cn picture 
people. llr. Irer is my intormant. Ke lr.nova about 
llohanelt, who will be there, and Mrs. V1llebrandt 
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H. !~ .Jr : 

Graves : 

H. H. Jr: 

Grnvea : 

H . l~ . Jr: 

!{oR: 

MoR: 
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H. M.Jr: 

Klotz: 
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noco1npany1ng Schenck, apparently as hi s lawyer and 
perhaps representing others ot these defendants. 

And eo what? 

I Juet thought you might be interested to know that, 
because the point had been raised here the other 
day as to whether thaee people would be given a 
hearing before prosecution. They are gett i ng t hat . 

Well, that's - it's in the Attorney General ' s hands 
now. 

That ' s right . 

Mao, do you t hink I ought to 
know that 'loiS don ' t want himt 
the Savoy Apart ment Hotel. 

let this Thocas B. Wilson 
He ' s s ~aying up at 

I think it would be only fair. I can do it for you. 

Will you please1 

I have a turther report . 

Wi ll you please ooopl1r.18nt I rey ' s organi zation on 
this report. 

I' ll prepare that tor your s i gnature. 

I read it. For r easons I won't go into, he 's out. 

But it you'll keep after me, I'd like to bring 
Mr. Xeesh1n down hare trot~ Chicago. Mac, vlly don't 
you get hold of Xeeshin tor me' He 'a the head of 
this trucking coopany. I don ' t know what his i nitial• 
are He • 8 out i n Chic ego. And ask him wether he 
coui d come in FridaY morning. Let's see what t i me . 
It he could be here Friday morning at 9 :00 o'clock, 
I'd like to talk to him about t hi s question of 
Chinese transportation. 

I• d better l ook up the t i me. I think you have to be 
somewhere at 9 :oo. 

... 
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No, no. 

I' d l1ke to look it up. 

Well, give Mra. ~lot~ fifteen minutes. It you don't 
hear trom her by 10:15, ask ~eeshin it he could be 
hare , ~ let' s say 9115 Friday morning, to see me. 
And I d consider it a personal tavor 1t he'd come 
down. It's ~-e-a-a-h-i-n . Ooea anybody know him 
personallyt 

No. 

Head ot a trucking company. 

Yes, it's the biggest oou eroial trucldng company 1n 
the United Statea. 

What'a the ne.me, ~eeah1nt 

Yea. It's the biggest •• •• 

Where 1s he locatedt 

Ch1oago. 

Don't know h1m. 

B1g corPoration there. A year or two ago I rem~ber 
they drew together several 11nes there, so torth. 

Wall, ae a matter ot oourteay to this fellow Young -
we asked him to come on and all the rest ot that -
that should be clee.red up. It 1 s between Lochhead 
and Young. 

I tbought that had been olee.red. 

No, it hasn ' t. 

There's a letter here to h1m. 

Th1e is the Young •••• 
Listen, I want a latter that I can sign today, pleaae. 
Seat We either can or ce.nnot use h1m· Seat Maot 
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J.lc!l: 

H .l~ .Jr : 

:tc!l : 

H . !~. Jr: 

He:'\ : 

H. !4.Jr: 

MeR: 

H. llo .Jr: 

HeR: 

~lcR: 

H. M. Jr: 

Bell: 

( 
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Yea, air. 

I want it to go out today. 

Anything el set 

Yes, you sent t his thing t~ me, wanted me to bring 
it up . The State Department took that up . . . . 

Do I do anything! 

No, I don't thir.k there is anything tor you to do . 
I talked to the State Department. Waesche cace 
over to see me after the St ate Deoart=ent cace over 
to see him. I asked him what boat he had, and they 
had some boat t hat they oould devote to it so it 
von 1 t i nterte1•e vith t he other work. That gives 
them some infor mation on this communication. 

Who pays tor thin? 

It's pai d tor by the University or Virgini a . 

ile 1 re not out or pocket? 

No, I thinlt i t 1 s all right. 

\fell , I want to ask the President. It's e. question 
ot sending the Coast Guard down to t he - llat1onal 
Geographic Society - Southern Pao1f1c Island . I 
want to answer it. I want to know 1s it going or 
isn't it going? 

I'll have Waesche fix a letter to the President, 
tor your signature, telling what we 're doi ng about 
it. 

Righto. Anything else? 

• nk Here is a memorandum rrom 
~~i!yu~~·;o~h~n t~~· tranorer or stock of Commodity 
Credi t. That seems to me . · • • 

I t d r t his Reorge.nizat1on Order. 
To Agriculture. t s un .~ there anything I should 
You put a note on there s d t 
do?' I don't think there is anything to o eT.cep 
s it tight tor a while . 

• 
... 
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!~oR: 

Foley: 

H.Y..Jr : 

Bell: 

H.M.Jr : 

Bell: 

H.Y..Jr: 

Bell: 

H. H.Jr: 

Looh.heo.d: 

H. M.Jr: 

Bell : 

H.M.Jr: 

Bell: 

H.M. J r: 

- g -

You've still got the atock. 

You asked me about it. I Just gave you that 1n 
regular course to answer t he quee t1on. 

Dan, ie RFC - have they let you knov - I a sked 
Hanes to talk to J ones - whether they're going 
to sell any securit i es shortly? 

No, they hayen' t said anything about it, and I've 
assumed that they d id not vant to sell AnY unt il 
l ater in the tall. 
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Well , I•ve eeen in the papers two or three timee 
about their selling acme or their Calitorn1a bonde. 

Oh, you aean private secur1t1ee. 

Yes. 

No, they haven 't let me knov. They usually let me 
~ow o.bout a week before. 

I can see Keeeh1n at 9:15. You (Lochhead) might 
have Chen - have Chen here. 9:15. Have Chen here. 

Right. 

The European exchanges vera steady t his morning, but 
we Just have word that t he Chinese exchange - the 
yuan, vh1oh has been kept pegged around at 16 cente, 
has gone ott to around l ll-! cents. Control reported 
to be out or the market tor a l i t t le while . Too 
early to tell that , though. 

Dan, who is your contact at RFO! 

~:ulligan . Once in a while I talk to Mr. Jones hi.Ciselt • 

Will you oall Mulligan and ask h1Ja whllt have the7 
got planned tor the next thirt{ days 1n the way or 
selling aecuri ties, tor tbemse •ee or t or others! 

All right. 

And keep after them, and tell the"' Mr. Hanes has 
already talked to ~lr. J ones about 1t. 

. . 

.. 
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Hanea: 

H.M.Jr: 

White: 

H. H.Jr : 

Raaa: 

H. K.Jr: 

Haas: 

H.M.Jr: 

Gas ton : 

Gi bbons: 

H. M.Jr: 

Gib'oone : 

H. M.Jr: 

Gibbon a: 

H. M.Jr : 
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Jeaae eaid he ' d let me know. Aa a matter ot tact 
he waa going to let Me know t his morning. 

Well, he oan ride Mulligan on 1t. There's no eon­
tl1ot t here. 

Harryt 

(Nods nothing) . 

Georget 

I have nothing this morn i .ng. 

S&J , that vas a bulli sh buaineee atatement you eent 
in Monday, vasn ' t 1 t t 

I meant to have it interpreted that way. 

All right. 

Herbert! 

I have nothing. 

That memorandum t rom t he President you spoke to 
Waesche and me about - you sal.d - complaining about 
our .trying \<O establish Coast Guard stations without 
his knowing anything about 1t - thet vas the 1nt1aa­
tion, and you said you vera going to have a copy 
ude. 

Well, vhS.t are you going to do about 1U 

I don ' t knov vhat 1 a 1n lt. I've never seen 1t. 
You mentioned it t o Waasohe and me. 

360 

(To Mrs . Klotz) Some memorandum trom the President 
in llh1ch he wrote me that he d l dn 1 t approve the 
individual Coast Guard stations being lobbied through 
Congress. He sent a memorandum. 

In other verda, ve don 1 t knov vhat he 1 s talking 
about . 

Just ask Mrs. not&. 
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Klotz : 

H. ll.Jr : 

Gi bbons : 

H. li.Jr: 

Klot:r. : 

Gibbons : 

lihito : 

H. H.Jr : 

llhite : 

H.M. Jr: 

\lhite: 

Gi bbons: 

Foley : 

Gi bbons: 

Duffield: 

H. M.Jr: 

Duffield: 
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Yea , he did. I haven't done anything about it. 

You spoke t o me about itt 

I spoke to M~s . Xlot:r.. 

It ' a available. 

I' ll get it . 
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I want to get a copy of it so we know what i t ' s all 
about, can look into it. 

Mr. Ber le made a speech - you may h&ve known about 
it - before t he press yesterday noon, which several 
of us attended. He appa:-en t ly made qui te an im­
pression - very effecti ve. He spoke, with quest ions, 
I think, about an hour. Quite a fev questions. 

What did he talk about! 

About tho need ror some arrangement whereby munici­
palities and States can borrow at rates commensurable 
with t he obj ect i ve - somewhat clong the same linea 
as t his TNEO testimony. He oont i nod himsel f to 
general prinoiplee. But I gather from comcent around 
that I have heard since that he ~~~&de q.~ 1te an 1J:t­

presaion. 

Oh, he's a very facile speaker; none core so. 

Oh yea. 

Berlet 

Berle. 

Adolph Ber le. 

Dr. Viner 
tor you. 

10:15 . 

left w1 th me a memorandum on the J.!ead bill 
Do you want 1t now or at 10:15' 

You asked me t o see that Freder1o Delano was brought 
down to date on the Fiscal a nd l{onetary thing. Do 
you want to give him a copy or your plan? 
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H.M.Jr: 

Duft1eld: 

H.H.Jr: 

Dutt1eld: 

Foley: 

Foley: 

H.M.Jr: 
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No. 

Juat the memorandum. , .• 

• • • • that we gave to the President. 

I eee. That ' s all. 

The Attorney General sent Bob Jaokeon out to 
Ohlcago t o look into the ei tuat1on out there in 
the D. A. 'a office - S&.CI naua and Bill Caapbell 
and our people and their people out there. And 
I talked to- Bob spent the·day with thea yester­
day, and I talked to Bill Campbell l&et night and 
he said that everything vaa tine and thet Su vaa 
going to at~ and Sam vaa hie rig!lt hend, and they 
had alread,y put in tvo day a be tore the Ol'BJld Jury 
and he thought the case vaa going ahead very well , 
everything vas under control. 

J'ine. 

I have a memorandum here about the vote en the 
monetary legislation yesterdaY. 

1 The vote in the Senate Finance Committee to sub­
stitute and report favorably the House bill ex­
tending the Treasury monetary powers tor an 
add1 tional period ot two 7eara wee ll to 7. 
1 I understand that the YOte on Senator Adal:la' motion 
to a.tr1ke out the prov1a1on or the bill continuing 
the power to reYalue the dollar was 9 to 9. 'i'wo 
Democrat s then av1tohed and voted 1n ta•or ot 
reporting the b1ll. 1la hen been unable to t1nd 
out definitely trom the Clerk of the Committee the 
namea of t he Senatore ~ changed their votea. The 
d ebate, f rom wbat we have been able to learn, waa 
quite acrimonioua, and the Clerk, who has cooperated 
to the :tulle at on theae matters 1n the past, gi ve a 
enry indication or having been instructed by 
Senator Wagner not t o diacloae the names ot the 
Senatore vno changed their votea. • 

Well, ve don't baYe to reward them, then. 

No, don 't han to reward tho. lUg!lt be ~l!lbarrasae4 
1t we did. 
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H. l!. Jr: 

Poley : 

H. M.Jr: 

Foley : 

H . !~ . Jr : 

H. !!.Jr: 

Foley : 

H. H.Jr : 

Foley: 

H. M.Jr: 

Foley : 

H. M.Jr : 

Klot ~: 
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"However, it i s our best gueee that Senatore Worth 
Clark and Radcliffe vere the tvo vho switched.• Who 1s Wort h Clark? 

He comes t rom Idaho. 'l'ook Pope's place. 

"The only Senatore who did not attend t he Commi t tee 
meeting were Brown and Maloney. 

"I understand the bill will be brought up i n t he 
Senate sometime next week.• 

Right. 

Here's a letter to Pi t tcan in reply to that silver 
letter t hat he wrote you. It's not answer ing his 
letter, but I don ' t see hov you can. 

Okey.doke. 

On thi s llorld ' a Fair statue business that I brought 
up - I wasn't clear oyeelt when I tried to explain 
it to you. They ' re aski ng t or the model, they're 
not asking tor the statue . And Eddie Greenbaum 
and hie client a re w1ll1ng to drop the suit 1t the 
model is delivered to the Federal Government and 
i nstalled in some Feder8.l building down he re. 

They have the oodelf 

The model that's in exi stence. 

That' s quite different . 

And it's a settlement that everybody is will ing t o 
agree to. saves tace tor the arti st. 

That's d itterent. 

Entirely. I thought they were talldng "bout the 
statue, but i t ' s the aodel . 

Almos t put you i n Mae' s class. 

You ' ve had everything your way t hiS morning. One 

or those days •••• 
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H.M.Jr: 

Klotr.: 

H. lf.Jr: 

Hanes: 

H.M.Jr: 

HIU!es: 

H.M.Jr: 

H.M.Jr: 

Hanes: 

H.M.Jr: 
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I von' t oome around to rou. 

Haven 't got me yet . 

I mean my luck mi ght change. 

364 

As a matter or interest, I want to report to you 
that we are refunding - t he Bureau is refunding 
those Morgan claims - all the J. P. MorgiUI IU!d 
partners - since 1933. They've had a retund case 
here which the Bureau, I th1nlt , baa struggled v1th 
tor about six years, and tlnally ve vent before 
the Joint Committee. The J oint Co~ttee, I think, 
wanted to duck t he r eeponaibil1ty ao they aald, 
since 1t involved only a matter or tact and since 
they vere not concerned v1th tact - they referred 
it back to the Bureau tor euch aot1on as the Bureau 
wished to take. The Bureau 1a reoouend1ng the 
refund, wb1ch 1nvolvee about a m1111cn dollars, 
to about eleven people. 

Well, we may still get an invitation to the little 
house on the corner. 

I Just report that so that everybody v1ll be familiar 
with that tact. 

Fine. 

It's a matter that's been 1n t he Bureau tor a long 
t1llle. The Bureau t1nally brought 1t up. It's coating 
ua a hundred e1xty-e1ght dollars a da1 interest at 
6 percent every daY we delay paying t he ooney, so 
it 'a a unanimous recol!llllendstion or the s taff down 
there that the retund be made, and we got to wrlt 
on it . 

Anything alae? 

That ' s all I have. 
d MoRevnolds to stay 

John I'd 11ke you and Gravse an ... Gaston 
a m1bute - I ddonb' tinmeg~J~Rm~~~·i~. yo~~ said we • re 
and Graves; an r 
putting b1lll out or bua1na••· 

• 
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Gsa ton: 

H. !·l.Jr : 

- l~ -

D1d put h1m out or bue1neea 1n 1935. 

Did put h1m out or bue1neae. 
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RII'OIIl' OP .lP.r'!Ws.t.L OF !II: ASstrS AID 
LIABILITIES OP THE 

COIIIIODITI CRI!DI! CORI'O!W'ION 

AS uP lURCH .)1 , 19.)9 
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TREASURY DEPARTMENT 

WASHIHO'l'OH 

a.· l'rble. JUN 5 - 1939 

!lle 1111.,.&17' ot tho !'I • .,. , 
1~, 11. C, 

.,_.. 18 at\Mbet ~o a '11&1- .U.\ (:ldd\U .&) ot 
'!>0 0 Ut7 OroU\ Coi}IOraUoa, ao till llareh 31, 19~. 8lloOrbc 
ito ao-• _. l181>111Uoa • tllo \&ale ot Ua ,_ •ol-•, \ocOtbln' 
with ...,..._,. \o ...n- t.bo •olao ot - ....... 1a oo fc • 
poaeDlo, oa U.o \&ole of IIAI'II!I\ •olua •• ot that &ah • 

.U a ro.-1\ of tho oppraiool ot U• COl'poroU•'• uooh 
U baa loa• 4Mttr'•e4 that \u ll.a.111Uoa, 1llal'll4iac oepUal 
a\oclk ot tl.CC,OOO,OOO, -eo4 \bo ...... to tho m .. \ ot 

tll9 .599.911·05· 

knzn''v zertf'''*'" 

.U thO reqo~.oo\ ot tho a-iUM, tho -OIIn.....,Uoa 1'1-

-· Corpora\loa aoa~o4 lh -.41\on \o Mite a opoclol ._. .... 
Uoa ot u.o loooka .aA rolato4 rooor«o ot tho c IIi liT Oro4U eo ... 
para\ioa ao fll liiii'Oil 31, 19:59· .I. ropon ot W• opoclol noc<uUoa 
baa loaa tualu-4 U.O ~\\M .a4 laUoatoo \bot tho loo*a, 

~ .aA J"W •• ot •• Corparatla -•-17 rotl- ua n­
......W ooa41Uoa .obJMt to ool'ta1a llillor t~D~PU•• 1dllob ~· .o 
.oba\aUal '-lac 11p011 lh .,.1\al poalUca. 

1 ' 1 VP*1 PD Of ' 
,,,,,, 

I mJ 
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Crop 7WU' ....... ..... .... ..... priM !oMlllllbt c_. , , l•b• 

19JII-35 1,66~,912 =·~·100 a/ 
7·1D -·· t63,J05,096.'-' 

1~m-J& 3.17 .96o 1, • .~J 7-(i6 .... 122,~.115J.JS 
1937-3& 

(Colla\..-.1 
puobue4) 1,151 570.9CJ 7·66 ••to IIJ.m.,o 

1937-3& 
( Iao1SC1'111o 

OOt\oa) 21,5611 10,~.331 )/ 7·51/••to IDJ,~·· 
1938-39 199.391 101, ,915 1.11-h 1,921, loll 

5.o6o.971 2,!)25,611,279 7·75 $195,"' ,lllo.ll 

a/ !tao 19Jit-35 oot- 1o poe4o4 1tr \he 0 liV Ore41t Clot)MoU. oo 
otriot}T 1a- JllMHac ( &II 11• >• It 1o .-J.to poo.nt. U..t tM 
'bettor &N4o• o~ Ulio ooUOD b.oo'o \oe ool4 •4 1\ 1o .J>orlwlpO ._.._ 
t'ta1 n.tllor U.O ..-laiac oottoa w1ll pea. oo ( &II 7tl•) . to •o14 
U.. apcoo of~ 'lnc t» oot'-, \he o-lttoolaoo _, ... U.. 
pwlo 00 otate4 '117 \he OorporaUOIIo 

)/ bpro-h poolo4 ooU011 or1c1Ull7 p1elce411114ar tile 1937-31 1.­
'llll1ob 4ooo aot ••' \he ot.pt. opoo1f1ooU•• oot toMb 1a t» 1.­
ocroo-t ......... \he Oorporou ....... 'llonoorero. 'ala 1Jdor101' 

oot \011 -• Tal1ao4 at $37·27 por 'bolo or 7•52 f. och por po=4, 
11b1oh rate 1o 'llooe4 .., tho proooelo 401'1Ye4 fl'oll ..m..l oaloa ._.,_. 

Ulio prosr-

!tao Yalllo of oon ( .....,ttac "'• poo1o4 -.) •oo 'llooot •­
tottoea 011 \he OblODCO -..& tJil !l'a4o for • • · 3 _. oora oo of *"* Jl, 
19)9, raillloe4 to ocwor oott..ato4 ~ro14'1t a4 •"'• ...... .,.. !n•='h oo 
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ONp,..r Clora bell ... ._ :prloe te\al-.. 
'bn*''' '"' )R+e'' lllM 

19)1-)a 916,229 )6 -'- • 2)2,6112.5',5 
19)1- )a 

( llottn•oe4) 10,917.~ "-'- ~.9JO,)l).66 
19,._)9 11,712, "-'- ,2,S,Oil.Zl 
1937-)a 

(Poo114 oon) 11l,6)9,l)ll w \J -'- 6,J10,50C).W 

37.976. oll9 $lll, 7U,5)MO 

!lie TalUI of wbMt .... \aH4 00 1(11.0\&UOOI ft>r Uil Tarlaoal 
c:r141• 8114 -..olaaaoo tor ~~arab )l, 1939, at "'- t...s.aal ..uto 
~ *illlo \M ... , w1ll '" ..ate4. 

!1>1 _, ot Clat !IIIlA. \lill ••roce ..at prtoo • 4 \lill 
to\al _.Dt Tal,...,. crop,___ .. tollowll 

Ol'<lp ,..r 
·- l>elA 

... ._ prloo fetal~ ,., .. ,.) <per )p ebel ) !'1 M 

19)11 2),6)6 ,0911 :; .111120 $11,~92· m.6) 

1931 29.599.)92 • 55'.53 16, )6, )22.)2 

5),2)5,1190 ·522'1 27 ,1129.()911·95 

.J !llllo •al,.. r-s~ro-h \hi ••roce oaloo prtoo ott_. otore4 
wll•t attll' ci•lAC COIIol4ol'atl011 to looal -4li11C .-4 
treltllt 41tt.....,ua1 ..,._ t.,. "-"-• .-4 uniaal pout•• 

)} ftllo •al,.. .. ., ... -,. tlill .,_...,.. oaloo :prloo of olwaWI' nore4 *•'· tlllrhc lato 001111411'1\lOO \lilo tro1.,.t 4ltt-t1al 11 .. 
w- _, otore4 1:> 0011D\J7 al ... atoro a4 torslaal polato. 
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hzp•U•• .- !ekl 11u11:et 
"'1P bel' Men:et MM 1•1• 

19)11 J 111 e4 
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'II&M4 • ra\M ..-1 tel 7'Jf> ~ tile JS)I .. edlll• ot •-• '.!~ -· .... p:o,,. ~ .. r .... , at Acri..tnr., .n .. 1 ... ~- a. 1,.. 
!be JS)6_.,... ... ftbN at • ~ tile ..,._.s .,.....,, • .A \1111 19Yf 
Orop at ~ ~ -- ....... !M• prleee - Wll 

1 e' '117 \1111 DlrleUa 
ot llaneu .. •• *"-'~ Acr• te, ....._ ot a _, ••· Dlpa , \ till 
.Acri.-1\wN, .. - lift'ly .. at aft• ci•lat ~ -l1dlreU01 \o till 
1w•teriee, \Joe .mat -"" tor \1111 1934 e:rop .A \Ill \reAl , .... a.. 

a. _, at ,.._ llalt. tile ....... -at 1'1'1•• aa '" 
\o\&1-"" .,.u.. ~ aop ~ - u toll-

Orop ,_ M••• lt.e14 ....... prloe !'0\al~Wft\ 
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~~ 
1,61, ~o••• ""·115 
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!11.- ... ~ of ~h, flea, ,.._. a4 ..-.... • ..._.. -· ... 
luo.-4 OD \loo -h 1 ...... 0D \looM I U\loo, plaa ... ~ 1a\a'oot 
a4 Qpeaee eh'aaee, 11' _,, '••raob u -.!& lo•• wen _.. 1a -
oporaUoa wi\11 \loo ...... ....,. of .Acriaoaltve 1a orin' \o Wr:o tboM IV 
Uoo OQ\ of \loo ..u-.1o V.U f or \loo JIUPOH ot n.IIU1s1ac tna. ¢••• 
~h .. o a a uu .. - 4l..,ooo4 of hiD• u .. to u .. \7-..u.u ... ....._ .. 
Willi ...... l .. h, h --~ '* \loo ..u-.lo '"'"· ... -· ..... ,._ 
tbo ... ,..\cT of jp'1o'lllhro, \loo a-41\7 Or..Ut OaorporoU• ..,_ the .. 
borroworo, tho Oorpon.UCID h --' IICI&1a•• 1117 1o .. 1a \liMo t...-tlao• 
Oonoequatl7, fw the parpooo of thlo ropon, \loou -uuoo a.-,_ 
allowocl. 011 tbo boola of tbo -h loaM tloor- \7 \loo OorporoU• ft!olo 
·- .... , ......... of lluGh Jl, 19)9· 

~ _, of ...ah 001h,•4 '11C 1oaa, p1u .,OI"'lM 1a\-n, oto., 
11114 b7 1 UUH .... foUowOI 

00-1104111111\ir ~uu .. 
belt 

"r4er4 rn-·· h1etpe , •• lqql ed "*''' 

0..\a'=U•~ ., .. , ...... . 
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(a) bpreoch 'bat•oe ot l.a\-ot au, o1a .. Ule4 u oolleotOlo. 

Ine: e held g ) r11ps • pj• 

.&.e of llaroh )1, 1939, •orl-.. 1e41ac .,.-1 .. ha4 ..a. loeo • 
ltl7.C0 ._. qoopo .....s.r tho, .... ot Coam41v Cro41\ eo..,.....u .. -\ruh 

to pc: t.=-o -.oh loco fro. "'- 1-.41ac .....,too •cler oer\ala ...Ulo& 

o.....UU••• !lao_, ot O'&h\oa4lac 1-•· \u _.,.... l.a\...,. "' 11 w 
0114 OO\l-\o4 Warobao>H c._ ... OD ~ ...... J,lac oollo\oral JooU )7 181.­

l.ac ....,1 .. •4 rtpOr\o4 to tho Corpora\lOD u ot Jlalooh Jl, 19J9. &4 

Wblob 1\ lo ~Uo4 to poarohaoo udor lh oODbwlh, .. ao toll.enl 

,.,. _, ., ~. llarltot Tallu ••ta.M& 
c "V 1n\""'t•' •' 1 11 'b=re• et· tn.J leee 

1937-38 eoua tl06,l2), 705·26 ts6o~oU5o1) tlMEi5, ,0.1) 

1938-)9 eoua 198, m• '!OOoliS 190. 76,9INI. n 1,221,m:71 
19.}8 9oft 9. ,J!19·Eic 6, 01111, !;911. ),Eic7, .... 

19.}8-)9 Can 112.01),9)1.1.2 70.)511,585·80 lQ, "',)52. 32 

lbeM U,7)9,Ei7Ei.lt1 111,851. m.15 )."7.921-IEi 

l'oo1 1114 lloba1r Ei,269,EiA.IS }/.. 6,269, .a c-> 
li51,5()5,oEiS. 75 Y/'1. 555.618.119 76.9119,)80.16 

a/ Ia •alU.C U.o ot.cwo ooUOil, oors •4 wlloat .,. - prlooa _.. 

app1lo4 u \booo 1l004 l.a YallliDc ...... - eer41Uoo '117 or<>p 

:roar• •• ~lac t.a \u torepar\ et U>lo report. 

}} tile ..ntot prloo ot wool 0114 rl>alr u ot lloroh 31, 1939. lo ap­

pron.ot~ lD o&to l.D -u .t \bo lo& Yaluo. lor Ulo purpooo 

ot Wo r..-rt "'- -'tot •allle b&o lie• allowel 011 Ulo 'baolo et 
.,. 1- •alu o 1n._..., u ao looo 1o .. uolpotel ca Ullo 

-.uv. 
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Batia qt grpMl 

Tho Corporation • a aoaoh wero .,al,..4 atriOU~ oil tha l>aala or 
tho aarlcat pr1c .. or .....o41Uoa aa at llaroh 31, 1939, ao!Ju'a4 to 
ci.,. otroct to ~ 41fto1'•••• &ll4 41tto .... uala bow- tho ao-.1 
1ocat1oa or tha co.aoditiea 8D4 tha tarainal ..rkata. 

!ho eo-it tao 1a or tho OpUiOD that tho priooa- 1D t h o 
•alllat10D or tha Tariolu C-1\laa &CCN1'atol7 l'otloct tha -at 
pricaa or au.ch C0_,41t1ea aa at llaroh 31, 1939, aa OCilt-lato4 a4e1' 
t ha .t.ot or llarch S, 19)t, an4 that tha 1000888&1'7 CODa14caUOtl haa li­
P"& to all related ractora, m oh aa aocNa4 1ntaroat .-4 w.-oo 
charcaa. ill arr1"1nc at the atato4 oxooaa or *ll9 , m.9111·05 ot 
111\1>11\Uoa OT01' aoaota aa a t llaroh 31, 1939. 

OD t h o baa1o of thh ~.-hal an4 1a acoor4alloo with tho 
pra...hlolla of laotion I of t ho Jet or llarch S, 1938, tho coatr1lolt1Cil 
4u. rroa t h o hol'ot&r7 or tho !raaou.J7 to tho 0~1t7 Oro41 t Oor­
pol'atioll to roatore tho 1JII>a!.-t of 1 h ""Pltal atock aa of 'llal'Oh 31, 
1939, •oo.ata to $119.m. 9U·05· ao rollooraa 

JcC'Il&lato4 bticlt thz'oal!l> llarch 31, 1939 • •••••• $213,815.322•71 

Leoal Contribution b7 t ho SOCJ'ot&rT ot 
t ho !r•Cl"7 to roatore ~....,, 
ot -1\al atock ao ot IIOP1'al~ 
~ Jl, 19}1 •••••••.••••..•••••...•••.•• ~·2!5.~1] 

Oolltrl"'-Uon - fro• tho SoOro\&1'7 of tho 
!r..-ar,r to reatore 1apair.eat or 
...,ual atook ao of llarcb Jl, 1939 • •• ••••• $U9,599,911.05 

,.opoot~ 

~;(~) 
Ooor~ 11. llr-

D~~parbct of J;;r!c:nlturo 7ar= Cro41t A4aiainr.tloa 

• 
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CJ 

Secretary or State , 

Washington. 

789, JunE 7, 6 p . m. 

PLADI 

LOHtiOJI 

'D&tcd J\lnc 7, 1938 

Rrcrtvcd S P•• • 

FOR TREASURY FROM BOTTERVIORTH. 

378 

1 . ThErE waa a alight change in acntiau:nt today 

du£ to tb£ tonE ot H1tlcr1 a apcEob or ytatcrday ~nd to 

thE action of thE Suatc Be.nldng and Currency ColliCiittu 

1n approving thE continuancE or dnaluation powers. Tbc 

dollar waa rathEr \lid and thE British fund indicated 

that 1t would acll dollars at 4.68 l/2. 79 ~5 or 

gold were sold at fixing, 4 or wbicb were marriEd and 

SO ~upplitd by the British rund. 

2. For purpoara or record a quration put to th£ 

Chancellor or thE Exch£qurr and bia reply in thE Houac 

or Commona arc quoted •xr. Morring asked the Chancellor 

or thE ExchEquer wncthcr, in view or thE steady tlow or 

gold bullion trom tbia country to America aa o rta~t 

or thE oontinuoua uaur or 1nconnrt1blt poprr .oa£y, hE 

will takE atcpa aa aoon aa poaai blc to arrest this out­

flow by atab111aation or thE currency and thereby bring 
abOUt 
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379 

- 2- #799, J'wtc 7 , 6 p . m., from London 

nbout stability of exchangE! 

Simon rEplied •xf my honorablE fri end in rtftr­

ring to stabilization of t hE currency has in mind legis­

lation which would gl.ve sterling a !'1xed val ue i n terms 

or gold I do not consider that this measure would have 

thE tffeot which he anticipates and thE answer to his 

qutotion 10 i n thE negative . 1 would Odd that thEre 

has bern no incrtasc in thE note iooue over last ycar 

and thE rEfErEnce to n continuouo io~uc or paper money 

i s therefore unjusti fied . " 

K£NNEDY 

KLP 

.. 
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J'lQit .a.er1- •bu.,., Par11 

IaTit Juu ? , 8 p.a., 19:!19 

IO.t 108T 

J'OR !HI 'fRIABURT DEPAR'l'BI'f 

bohazlil on ~~ P&r11 a&rkl~ ee•ld quia~ &:114 w1. ~ 

no .. peo1&1 1Jl~erea~. 8oee •~erl1JI& wu obta1Jle4 bJ ~~ 

tun4. !'h11 e~erl1JI& aa no~ u tim u yeataNii)' . The 

wne of ~· aeouri v aarka~ wu goo4 lnlt riD tea were 

irregular u4 tri41Dg 11&1 OD a .all aoale . 

WILSOI 

0 :i .,s 1 i .1 1 !l 

380 

• 
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,_, Meri- .-..,, Parte 

DAft: Juae 8, 6 p.a., 19!8 

10.: 1094 

J'OR 'l'BI !RUStntr DEPAR'Dml'l' 

'l'r~o~~aaoUone on the u:oba:Dae aarket were on a eaall 

eoale; the tund ob~ini.Dg approzill&tlly 35,000 poUIId.a . 

'l'bl InternatiOD&l political ei~tion, particularly about 

the ruaorld lui d-.onetraUon eohlduled to tab pl.aoe 

:troa .J~ 9 to 13 in DaDais, oau.~ld neno-ee on the 

11ourUy aarut. Tari&ble re•enUII 11ouriUee loet :troa 

three to :the percent &114 rent .... re dom about thi;rV 

oentiaee .• 

'l'bl etat•ent of the Bulk of J'ranoe publiehed tod.&y 

ehowed a red:ll.otion 1D _..roi&l &4Yanoee of gn aUlion 

hanoe; depoeite dom U33 aillione; ratio of gold OOYir 

64.35 percent o~ with .aa; note oiroulat1on up 

11510 ailliou. 

AI -p&re4 with 1533 aUUou for x.,., 1938, the 

&4Yeree trade baluoe :tor X.,, 19:119 was 1018 a1111on 

:tranoe. 

........ fro• Qen..a &114 Jaeterdu were oarried bJ 

AODO& IOOI<II.IQUI to the ef:teot that the reepeotiYI 

tranohee of tile J'renoh three Ul4 thr .. quarter• peroent 

19118 loan ileued o~ ~l:i ~!fptl 11&4 been :tullJ eub­

eortbld. 

) ..,..1.....u.l HJ<.Aj.of 
.... !.J"')M .~, !D ..... ~,. ,.._t ~ .......... ....o-1 

381 

.. 
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JR 

Stort~ary of Stat e, 

Washington. 

805, June a, 6 p .m. 

GRAY 

London 

Da t rd June a, 1939 

Rto ' d 1 140 p, m, 

FOR TREASURY FROM B'll'l'TERWORTH , 

On£. The British Treasury statts that the flood 

ot i mports into China i n rtotnt wt tks , ovtr which the 

Ch1nest authori t ies have of coursE no control, rtached 

such di mens i ons that i t was detmtd nrotssary to unpeg 

tht txohangt and ltt the Ch1ntst dollar find a ntw 

ltvtlo Tht ChinesE dollar was quottd nominally at 

6•1/2-7 today but thtrt was practi oally no business 

i n this ourrcncy i n London. 

382 

TWo, A ris t i n bankers deposits of pounds 18.2 

million and a declint in publi c deposits gold pounds 

19. 9 million shown in thE Bank of England return 

rtfltots tht JunE 1 war loon dividend payment tor which 

tht accumulation of tunds in past wttks had tEndEd to 

ewell the public deposits i tem ond contract bonkers 

dEposits . 
ThrtEo 
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-2 - #806, June a, 6 p . m., rr~ London. 

ThreE . ThE stock txchnngc wna rathEr uneettltdo 

Most Equiti Es showed modtrct£ dtclinta whilt giltEdgtd 

wcr£ also wcnk, thE Australi an loan reported in thE 

second sEction or my 785 , June 6 , 6 p .m. , dealings in 

which openEd todoy wEnt to o discount of l-1/4 per cEnt, 

whi le war loon dropped 5/16• 94-7/8. 

Four. The ExchD.ngE mnrket wna pnrticulnrly quiet 

today with the doll~r rnthtr bid and the British 

fund indicating it would SEll dollars nt 4. 78-7/16 

but doing no businEss . 169 bora or gold werE sold 

nt the fixi ng, 15 or 'lhich wert mnrried and about 

50 suppl1 td by thE Bonk of England. Snmutl Monta(ltl was 

t he aolt buyEr . 

liWC 1PEG 

0 'll.i:JJ ft 

" .I ,. ~"'· 
h Nh~HO llt:JlUIII 

• ~ ltldt .w-.o ....._ ... ..,,..... . .,.... 

KEIINEDY 

' 

383 

.. 
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Present a 

R.li.Jr: 

Ranes : 

H. M. Jr l 

Bell: 

R.K.Jr: 

Banes: 

lira , !Cl.otz 
llr.Bell 
llr. Lochhead 
lilt. Fole:r 
llr. Duffiel d 
llr. Gaaton 
llr. Graves 
llr. KcRe;rnolds 
llr. Hanes 
Dr. White 
Dr. Haas 

June 8, 1939. 
9aSO a.a. 

3134 

Jobnn:f, I lUll writing a letter to Jesse Jones 
giving bill a very polite but firm call down 
for having sold those bonds to San Francisco, 
without notif:ring us in doing it, right 1n the 
midst or the financing. As a result of which 
our bond market has al.l gone sour on us - slopp;r. 

Be called me back :resterday - said he didn' t 
know himself he was so near the trade. 

Bell gave hill a very hard call down. You 
can't let Jesse do that. Be would have bad 
a clear sa1llll8· Instead he hits the thing 
right up and our market has gone sour. I a11 
writing h1a a letter so it won' t happen again • . 
We had it done 1n 134. 

You (Banes) caJ.led me right 1n the llliddle or 
it. You can' t tell me t hat he d1dn1 t know. 

I checked and called Jesse after :rou told me 
that he had alread:r sold the bonds. When I 
was t alldng to ;rou I didn1 t know that the bonds~ 
had alread;r been sold. Who does the trading over 
there an;rway? 

• 
.. 
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a .w. Jrt 

- 2-

I don't like it. I w1ll be very courteous 
but Yery firm and call Jones. You can' t tell 
ae Jesse does not know. Bow should I know they 
consu.aated the night before? Our market went 
sour and I don't l ike it. It (the letter) will 
be perfectly courteoua but it will be firm. 

(Nods to Banes) - You anything? 

385 

aaaes: lfo. 

R .M.Jr: 

Banes: 

Bell: 

B.W.Jrt 

Bell: 

Foley: 

B.K.Jr: 

I don't know whether I han had the chance to 
tell eYerybody so you'll all know - Banes and I 
had lunch together and we talked thinga OYer about 
the llead bill and we thought t hat if this thing 
would be llll1ted to $251 000. that i t would sene 
one YerT i.Japortant tunction and , that 181 take 
care ot the slll8l.l. businesnan. I called llr. llead 
and told h1m we felt here 1n the TreaiUl')' 1t they 
would limit it to $251 000. it would remoTe a lot 
ot the obJections tor he could not do both 1n the 
bill and we would teal happi er it he would elimi­
nate the $25,000. Be tried to make it 1501 000. 
and I said 1n the Treaaury we divide everything 
up - 125

1
000. and he said tine. Be was working 

on it to-day and he would 1118ke the U.J&it $251 000. 

Both Banes and I feel that was the proper thing 
and 7ou (Banes) feel quite happy about the 
$25,000. l1m1 t • 

Yea. 

Is be aa!dng an7 turtber changes 1n the bi.ll? 

I don't know. I have asked Foley to contact 
Benny Cohen to see 1t there were &nT changes. 

It would see• to ae that Bccles was right 1n 
asking that there be eliainated troa the bill 
the proYision wbicb perl&ita non-aeaber banks 
to rediscount these obligations at the Federal 
Reaene Banks. That' a 3ust breaking down your 
Federal Resene System. 

I think its all right. 

Do 1ou agree to that, JobnnT? 

.. 

• 
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B.K.Jr: 

Banes: 

B.M. Jr: 

B.M.Jr: 

Banes: 

B. K.Jr: 

Gaston: 

B. loi. J r: 

Foley: 

B.M. Jr: 

Foley: 

B.loi. Jr: 

Foley: 

B.ll. Jr: 

Foley: 

- s-

Well would :rou get that OTer? 

Yes. 

He was ao friendly and delighted when I called 
him that be would take any suggestion. He said 
he didn't change the fundamentals or it. Be 
was ~uite put out about Eccles. 

John - ~bin&? 

Botbing. 

Herbert? (Gaston) 

•othing. 

!4? 

Tbere were three people from Treasury over at 
that meeting 1n Justice :yesterday. There was 
no 1nT1tation. On thes e things, I understand 
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it is not the practice to esk us !oru.ll:r to 
be there. We have t wo law:rers who have bean 
worldn& on this thing and they have been helping 
Jim Morris prepare tor this conference and Offendal, 
from Irey' s office1 was present. Be made the 
investigation. The clients weren't there, 
Zanuck

1 
Getts and Schanck. John Burns represented 

thea and Darts and Willebrandt were there repre­
senting the Mayor o! Family Trus t . 

... 

Oh abe (llrs. WUlebrandt) now 1S representing 
the Mayor o! Faail:r Trust? 

Yes. Jo)nn:r Burns said be was represent ing 
Zanuck, Schenck and Getts. 

What a man. 

The meeting was 1n Jim Jlorria1 o!!ice. 

Wb7 do we work !or the government' 

The meeting waa 1n Jim Morris' office and he 
went and got Frank lllrph:r, who cue down to 
Morris' office and wh.n MUrPhY saw the clients 
ware not there be walked out and it was just 
a general. discussion: .-ong tba law:rera and we 
are going to JHet ag&!n at 2:30 this afternoon. 
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B.Jl • .Tra 

Folera 
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Gaston a 

Foley a 
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Foley: 

Banes: 

B.II • .Trl 

Rartea: 

B. II • .Tra 

IC.Otzl 
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!CIIl aaw wbat tbe u. P. ticker carried' 

tea. 

The U. P. ticker carried that .r ... a Rooaenlt 
oalled on llurpb7 1n the .,rn.ing and attended 
tbe oonterence 1n the afternoon. Be got a 
bad Preaa but aaybt ita good adYertia1ng. 

(La\llhter) 

They were 1n the next rooa. 

J'ia Bowe cal.led up yesterday t hat he had a 
aeaaqe froa the Preaident to find out froa 
you and ae 1t there na a place 1n one of the 
Tax U'n1 ta tor Oler Johnson of South Carolina 
and I told hlm I would apeak to you about it. 

What do we set out ot itt 

I don't mow. 

•• set a bua tell ow. 

WbaU 

We get a bwD fellow. 

(La\llhter) 

(To lie Reynolds) U I label th1a "buaor• 70U 
won't think I aa riding 7ou? Turn th1a onr 
to your secretary tor bar usual attention. 

(Laughter) 

That' a not Jmocldng your sate deposit box either. 

(Laughter) 

I went 1n there (llac's office) this .,rn1ng ant 
said •Hello alibi•. Be said, •Alibi what~. •I 
aaid: •Don't 7ou know llac •Alibi '" Be aai , 
don't know a thin& about it•. You lalow, soaetiaee 
silence ia golden. 

(Laughter) 

\ 

' .. 
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Foley: 
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Bell: 
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Bell: 

B.II.Jr: 
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lou (KcRe7DOlda) ceu ban a chance to crack 
back at •• before the aeet1ng is onr. 

I haTe a place tor these thtncs. 

Put it 1n that apecial drawer Bell talked 
about yesterday. 

That woul d. be lrol'llllll ('1'hoiiJ)son) . 

(Laughter) 

An7tb.1nc else? 

Wo air. 
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I aa not clear just how we stand on this Bousinc 
Report . I hue both l etters now - the letter 
rou sent and the l etter the Director of the &dget 
sent and your proposed reply to Senator W&&ner. 
Wow is there &n7 RT that that will be cleared. 

I understand i t was with Dan Bell. I tol d Bell 
to see it through the &dget office and get the 
President's approval. 

I aa sorry it bat not been done. 
a1tunderstand1ng. 

There was a 

But I didn' t want it to go unless I got a foraal 
approTal or the President and the reason for that 
it it this should clog the President ' s program 
I don't want b1a to feel I aa trT1nc to beat 
the lUll• 

You ..lnt the Director of the Budget to put it 
up to the President. 

I want a toraal approval ot i t - approval on t he 
part ot the Pree1dent. I don't want b1a to sar, 
•aenrT this ia not TOur prograa, whY do rou want 
to beat the gun•. I want a toraal approval ot the 
President. The last thing I want to do at this 
time ia to baTe the Presi dent think I want to 
beat the gun. You people underatnnd what I mean. 

I didn' t 1n the t irat place. 
wanted to clear the Budget. 
picture. 

I thought TOU just 
That was not in the 
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B.li.Jr: 

Bell: 

llcReyn.olds: 

Haas: 

B.J.I.Jr: 

Duffield! 

B.JI,Jra 

Duffield a 

B.K.Jr: 

White: 
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.• 
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You' re right- you haven't sot a Secretary, 

•ot as coapetent aa the one llac bas or as 
untul. I am learnins thoush. 

(Laughter) 

What are Secretaries for? 

(Laughter) 

Nothins . 
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Whi.le we are going around Oeorse you as Secretary 
of this Fiscal and llonetary croup I'd like to 
aeet at ll o'clock Tuesday aorning with the Fiscal 
and Monetary on a plan tor the President to set 
a preliainary report on this recovery prosraa and 
I will keep all of Tuesday afternoon and I aa 
soins to keep Tuesday night tree so that we will 
hne somethins Wednesday morning , Please tell 
Kr . Delano about it. When I had lunch with the 
President, he said he wants, if possible, to have 
everythins self- liquidatins. 

I didn ' t give Kr. Delano your suggestions or 
Kr. Eccles. 

We wi.ll have to no• because I want somethinS· 

Somethins back from thea. 

Soaethins to put 1117 teeth 1n Weclneada.y morninS. 

Ransom said that Eccles 1s leartns to1111 Wednesday 
aorninS and he will make it known that you are 
available to talk to b1a. 

.. 

I aa holdins Tuesday night and I will bold Wednesday 
110rnin8 too tor this tree so when we so to the 
President Wednesday afternoon we will have somethinC . 
I think that Foley should set hold of the Roads 
people and set the thins set up; get bold of 
Farm Security that lends the money on tenant 
tar~~a. Get thea fixed up with a corporation 
and have that all finished. 

We will take care of Pepper. We are girtng him 

a medal. 

(Laughter) 
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Wo will go O't'er IIQ' IUP.IOraDdua and the 1 1 
::no~~hpu~!~.!~; tin utUitin 1n,: one 
these things should be ~=-ad~e,. . All ot 

You want the c~peraUna? Thus rar no work 
bas been done on that. ' 

The President salted 1! there was not - ~ 
or getting that moner back (sel!-help) and I 
told b1a no. Be said i! you can get i t back 
I will put it in IBA. You adght check and 
aake it WPA. 

That rood stamp thing 11 out? 

I aa worldng on the President. You take a:oother 
look at that. 

You consider the United States Housing as 
sel!-liquidating? 

Bo, but I close both erea, gulp, a:od SST i t 
is sel!- liquidat1ng. 

It m1gbt 1111ke it simpler 1! you want to call 
it sel!-liqutdating. 

You a:od I ,llao, went through this thinS !or 
eight hours using police methods. 'tibet is it 
ther use - a white light? And we got b.1lll to 
sar it was not sel!-liqu1dat1ng. llac sat on 
one side and I sat on the other saTinS, •It 11 
not sel!-liquidating - i t 1s not sel!-llquidati.n&"· 

Well I wish enrrbody would put their llind on it. 
As ra:r as I aa concerned, i t is Jo. 1. 

Spealting or poai tiona - there is a 't'acancr 1n 
tbe currioulua or the Coast Guard AcadeJQ'. 
Would r ou consider Ros (Ka&ill) there? 

Jo. Boa would like to so on there but rou 
want a IliAD that knows Jllaritille taw. There' a 
that IliAD in Jew York- What ' • hi s name? 

au>lingbaa. 
Ye1. Ask au>liDih&a to giTt r ou a suggestion. 
!'bat • a the kind or liiD rou want. 

: 

.. 
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BurlincbU will aake a sucgeation it be does 

not want it. 

(To Banes) ltnow hila? 

Bo. 

Be i s one o! tbe crandest. What e IIIUll !liB 

outstandinc 1111m on llari time Law. 
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Be wae appointed President or the Bar Association. 

Be ia outstanding. 

Be is a grand fellow. 

There used to be two ~rl1ngheas. 

I mean Burlinghsm the outstanding Attorn.,. o! 

Bew York. 

European exchange is just a shade easier . The 

Chinese exchange broke to-da,-. It waa 16 ,-esterda,-; 

13 to-de,,- . We baven' t any direct word !rom China 

ae to wbetber tbe,- are deliberatel,- lowering the 

peg or whether the tund bas run out. 

Siam sold silver and aade ten million dollars. 

Tbe,- put gold With that. The,- bought it through 

a transfer o! tunds ,-esterda,-. 

Belverinc is leartng town to110rrow. 

I saw the President sent that man up. 

Yes . 

That was good ball wasn't it? 

Be bad a niCe visit With Pa and I took hlla around. 

You set pa? 

Yes I set Pa. 

I like the looP of Sullivan. 
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B,III,Jr: 
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I think GraTeS ought to be excused rroa your 
9: ro m.eetin«s since be is Acting Comissioner , 
Be bas a big job. I just brought it up as a 
matter of interest - not hing to press you. 

I like to haTe bill here. I like to see you 
three fellows sitting here. (!lac, Bell & Grana) 
It is the biggest bureau and it is our only way 
or keeping 1n touch. 

Just as a aatter of interest, I was called 
around to see the Director or the Budget con­
cerniD& the selection of an appointee on 
CiTU Serrlce and I talked about it a little 
wbile and I said, l1rby aalt ~~e?•. Be said, 
"You are doing coordinating worlt for the 
White Bouse and I tbinlt tbe President wanted 
you to make the selection.• I said, •I tbinlt 
you are speaking out of turn•. 

If I thought there was a chance, I would stop 
kidding you and get yery unctuous toward you. 

(Laughter) 
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Smith told me he understood I was to take oYer 
the job of Civil Service coordinator working 
fro• the White Bouse and I told hill the President 
had so.-e time ago discussed this with you and 
that the aatter was closed. 

I told the President bow I felt and how I thought 
TOU felt . WhT don' t you gi'fe bim Burlew? 

I told h111 I had no suggestions to aake. 

Iou are serious now? 

Yes . 
Pa Watson mentioned it while I was :!1~~ {~~ 
a treatment. ~ sa1~r1;P~{g:~ ~~~0 the tiae the 
appointing off cer d then 1 baTe two choices 
President says yes an 
to ask•"· 

• 

~ ·-. 
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!hat's .,- att1twle aaou,.. I wanted to Mite 
1t eatlrelJ ol-.r tbat 10 tar •• I wu -­
cene4 I WIN14 ~UIU'&'IIlJ prefer to atq ll:t. 
tbe beuaJT tban 10 aanlaoe •1••· 

O.li:. I bope JOU all ••• the UJI& aD4 Qa-. 
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JOII !D IIDDUI!'I 

.itwr I IlK left rn:r ottloe 'ld• en--. 7..a ..-a 

al>crD •• ollolol Millie Mlhna ao or URIIM nhldot u. !reanJ7 ,_,. • .,, 

•• If - 1\ller ~ .. 111111_, wtdola 11 a U\\le ~· .-4 whlola- •'• 

\lolrefore, ~ -w•l4 to 7ft. 

0,. ~ 11M r.. •• to Uao 1&14 \W 111 <11- lot -

'"'* wofttac for 7ft 4lftcnlJ· I ..._. -' .-... lala """* lot 1101114 W* If 

\lot 1-. "" 111 a1cb' ua to ....,.. Jr. au•••'• pl-, .. I.Jic '111' """' or 

ur•lallll elM rn •-'14 \o ct•• lala. 0,. 11 PIJII'ar wl\la U. •n;••­
aa4. If -· l -t4 Ml Cll4 •• wo:d< wltla lala or aler ll.l.ao it .,.... 4Hlil4. 

Ia - ,.a ....,.. ao\ -1dotrl4 \lale ponlliU1_, ..a 1101114 

Ul<l to tlal* ~~~tna u, we ... 111u nr 'llal'lala of \lall .n_..ta 

u~~r-• tor •• tm. MIUC. 

• 

... 
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8: 

:il!Jr: 

June s, 19)9 395 
11:56 a . 01. 

Hello, !-!r. Secret ary. 

Well , the Ki ng and Queen are here . 

\Jell , you got them ln Mtely cUd you? 

Yeah. Ho>~ ' s the -- how are t hings today anyway? 

\/ell, the market' s been quiet . The Gover nments are a little 
stronger this ~orning t han they were yesterday, but t hey've 
lost most of t hat gain no~< O:nd t hey're about "her e they 
were yesterday. 

I thought we '"'ouldn ' t sell any 1:10re Ho::te Owners ' Loan 
this week. Give t he =arket a chanco t o adJus t itself. 

Well , I think t hat ' s a -- that's yertectlrall rigat . 
The market f or t hose is s till strong. They ' re • ..... 

Is it? 

•••• , . eleven hundred to eleven th irteen now. They 
were ten t welve l ast ni~1t . 

Oh, really? 

Yeah. 

Could you use some? 

Yes , we could. 

You oould uee ao::~e? 

Yeah. 
It wouldn't interfere with t he R. f .C. thing? 

I don't t hink so . 

Huh? 

I don ' t th i nk i t would . 

And there i sn' t too muoh boili ng , huh? 

No. 
What are theY quot ed nov? 
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A hundred and t~~ eleven t hirteen. 

A hundred and two eleven th irteen. And they r eally want 
t hem, huM 

Yes , they do . They ' re still looking ror thee. 

Wel l , supposing I - - I ' ll give you nn order for -- I ' ll 
givo you five mill ion? 

I think t hat would be all right . 

I ' ll tell you five million. 

All right , rtne. 

0 . K . 

And the r est or the marke t oeeos t o be 1n good sha,c. This 
decline 1a -- they tell us , and it looks to us oore 11ke 
a market that was t i red after a very ray1d runup rather 
t han any considerable selli ng. 

But t hey could use some more Home Owners ' Loan? 

Yos , they could. 

\/ell, I ' d teed them out carefully llnd !lvc m1ll1on will-­
t oday, no more . 

All r i ght. 

Thanl: you. 

All right . 

.. 

Regraded Unclassified



HHJr: 
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!!l~Jr: 
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Hello. 

Th1e i 8 W 8l tor Binger, Henry. 

Oh, hov do you do? 

Hov aro you, ai~ 

Fine . 

June S, 1939 
1:55 p.m. 
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I wondered whether you would &o& me tor a moment a t your 
convenience it I came down to Vnahington about th1a 
Battery Bridge . I had a letter from George McAneny, 
vho called me up. 

Yeah. 

Sent me a copy of the letter that he sent you. 

Yeah. 

We've been oppoeing it very vigorou&ly. We think it's a. 
terrible t hing tor the oity and a frightful thing tor 
ll&nhat tan, end I'm opposing it there in vlrtu.e or my 
pos1 tion as Cor.unissioner of BorouOh Vlorks. 

Yea . 

And ••... 

No, if you don' t mind, I ' d love to see you, but I'm just 
going to decide it on our own little piece or ground vh1oh 
hae to do vi th the barge otfioe. 

Yeah. 
But Whether the bridge goes through or whether 1t doean' t, 
that'& no oonoern ot mine . 

I realize that. 

And I don't want to use the barge office. I just got 
through reading George MoAneny'a letter. 

Oh, yea. 

And pertootly frankly, to use that as -­
that as an exouse to bold up the bridge, 
be improper on my part· 

I eee your point perfectly. 

• 

tor me to use 
I t hink would 
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And what >Ie >~ant, but whether 
I think , ~tould be unfair . -- t o hold t heo u;> on t hat , 

Yes. 

So I -- I •..... 

\:ell, our :;>oint i s this. 

Yeah. 

That , we having hel d t !"lc t or t tor r. l ittle w<-.ile have 
r ound t hat any delay h~s s l 1 • n o:-> :r served to buUd u, t he 
terrific 0!)!)031t! on t!"l~t 1S grouinr a-o1nct ..... : 

Yeah. 

• • • · . · -- c.._;:Unnt it . And I real i ;;e t hr.t t his is " "101nt 
which was mentioned t hi" norn l ng - - the be.r;e office , Md 
t hat is some thine t hn t mi g!\t enure no!'le nele.y . 

No , it 11on ' t . No , they ' re ~o1n1~ to ::et ..... 

I -- ! ~.gree ~'i t h you !)orfectl y t h•.t yo·;. could not usc 

t ho. t ... ... 

No . 
• ••••• tor any r eason , but 1 th~ujlt th t ;;ou llllg.'lt ;>crlm,a 
>~nnt to 1n!'or o rouself or t~e e~rcet on t !'e :="s to.r.oucc 
or t his enoroouo s t r uc t ur e ~arcln- r 1~ht 

\/ell, we -- we have ell the Federal en::lneer s . •. e ' vc -o t 
all t he r eports and t hey ' vc been at it no" ~or -- tor 
seve r al days , 1-ialter, nnd I ' vc Just go t t o con!'ine myself 

t o t hnt t h ing , you see? 

I t h i nk you have -- I t hinlt you have exM t lY t he right 
1dea nnd I t h ink it •n qui t o pr obe.ble that I coul dn 

1 

t ndd 
nnyth1nf! to your kno>'ledGe 1f you ' r e ·• ell- i nforll!ed . 

~/ell , l{e have all t he en_:in eor~ .. ... 
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••••• • and 
today. 

all the mapa , and Har17 Durning is dovn here 

Yoe. All right, thank you. Then I th ink I've aooo~pliahed 
Just what I wanted. 

But any time - I -- tor old timos ' oake , of course , I ' d 
love to see you , but •• •.•. 

\/ell, tor old times ' sake I ' 11 drO!> in on you in Washi ngt on . 

Any time , but not on t hi s. 

All right. 

Thank you. 

Thanks very much. 

Good bye. 

Good bye . • 
.. 
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RE COllF'LICT BE'rVEEN 'i'IUBOROUGH BRIOO£ 
AUTHORITY AND !lEV YOrut CUS'l'OHS HOUSE RIGHTS June S, 1939. 

2:30 P. M, 
Present : Mr. Foley 

Durning: 

H.H.Jr : 

Durning: 

l! . )l.Jr : 

Durning: 

MeR: 

H.M.Jr : 

Durning: 

H. U. J r : 

:~oR : 

Foley: 

Mr. McReynolds 
Mr. Harry Durn\ng 
~!r. Manning 
Mr. Gast on 

Don 1 t I get picture a nnd mapa' 

lte' ve got a' fino map here. One ot the 11eutenanta 
in the Coast Guard got it ror ua . 

They 1 ve been phoning oe troo llev York. George :roAneny _ 
I told hie ~e were going to set tle t~a thlng Juat 
on the baai s or our ovn aoeci&l interest, but 1t thay 
thought I vas going to hold up the 'l'riborough bri di• 
as an excuse to get you a palace, they're crazy. 

I never said anything about it . 

I just got through talking to Walter Binger, and he 
said he thought I was going to use t his to bring 
pressure, >~anted to come down. I s.Ud, "i·/nlter, 
I'll see you any day 1n the >~Orld , but not on th1s. • 

Not a word said on 1t . 

Very clear statement there or what the altuation ia. 

You need a publ i c relati ons man . 

Bob l~oses needs a crack on the Jav, the VB!/ ve worlr..-1 
on it. I've got to stay dovn there seven or e1Jbt 
hours , and he hasn't even got a detnlled dravin& -
makes an attack that night . 

Listen everybody wants to gtve Bob l!osu a crs~k 
on the' Jaw, and t he vh1le he builds another brt ,:•· 
You fellows don ' t oove raat enough tor Bob. He 
good at throvtng inkwells. 

Trouble v1 th Bob 1B that he ' D a~)'1111ed here . 

He's always go i ng away vhen you hit , that fellow. 

Regraded Unclassified



. llof I 

H. }:. Jr: 

1!<:1 : 

li.l i. Jr: 

- 2 -

Bob ls atynled here. 
Just gotten hls .:ay 
\{e 1 ve been coming ~ 
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Bob had to come to us . He ' s 
Junt gotten 1\1.1 that he wanted. 
hlm. 

"My dear l~r . Secretary.• • \lh · O ln •::r. Secretnry•? 

That ' e 1/oodr l ng. 

~Further reference ls mnde t o your letter of May 26 
939 • ln connection 11ith t he appl1cat1on of t he ' 
~~!borough Bridge Authority, llew York New York tor 

e aporoval or ~he plana ror a brldg~ to be co~­
atruoted across ~est River between the Ba ttery and 
Brooklyn , Hew York. 

"1~e plans auboltted with your l etter i~dlcate that 
tl.e proposed bridge will pas s over oropertv comonly 
ltnovn as the Barge Office, belong1ni; to thi,' United 
States And within t he Jur1ed1ct1on or t he Treasury 
Departl!lent. 

"The nue st1ons involved 1n this mat ter h.-we been dla­
oussed 1:ith representat ives or t he Trtborough Bridge 
Author! t y nnd t his Department hae exolalned t o them ' 
the limi t ations i mposed upon it by law in connection 
1nth the granting or pny rights or easements in 
Government property. They ~ve also been i nformed 
as to the poseible interference with the functlono 
or thie Departoent at the Bnrge Office. 

•,The r epresentatives or the Tr1 borough Brtd&e Auth:>r-
1ty haVe indicated that the C1ty or llew York i s u1ll1ng 
to convey to the United States, v1thout p~ent or 
any consider~tt ion , a s trip or l and appro:doately 
105 reet in width i coedlately adJoinlng to the Ves t 
or the present Barge Orrlce site •• If t :11B additional 
land is so acquired by the United States, the DePArt­
ment 1s or the opinion thl\t 1 t will be able to 
sat1s!actor 1l y continue ito runct1ons at the Barge 

O!t'1ce. 
•The Treasury Depnrtment , therefore, bee no obJection 
to the approval by the liar Depart men'C of th1s appli­
cation . Ho~1ever , betore MY approval can be given 
to the Authority by tho Treasury Department to enter 
upon or er ect anY structures over or across any 
lands of the Uni ted States within tllll Jur 1Bd1ct1on ot 
t he Tr easur y Department , the tollow1ng action aust be 

taken: 
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"l. The conveyance b;, the Cit ;, or llew York to the 
United States or the strip or land above referred 
to, title to the s~id etri~ to be satisfactory to, 
and approved b;, , the Attorney General or the United 
States, and the enactment or any necessary State 
or municipal legislation required b;, the At torney 
General or the United States ns a condition or h1s 
approval or t he title to the premises to be conveyed. 

•2. The enactment or log1nlntion b:t the Congress 
authori~ing the Secretary or the Treasur;, to grant 
the necessary easements or rights-or-war ••.• • or 
t he rigbt-of- vay? 

We can't do it without legielative authori ty. 

Yea. • •• • • to the Triborougb Bridge Authorit;, for 
t he construction and maintenance or the bridge. 

1 3. The enactment or any State or municipal legi s­
lation vh1ch the Attorney General or the United 
States shall determine is necessary to protect the 
interests or the Uni ted Stntes in the enti re site 
over a part of whi ch an easement or right-of- wa;, for 
the construction and maintenance or the bridge s~ll 
be granted. 

•It is the opinion or this Deportment t~t the 
necessity tor the foregoing action does not require 
it to withhold its consent to the approval or the 
plans •••• • \/hat does that cean t 

That me~e that the \far Dcpartcent can give its 
consent to the plans and then they can go ahBRd. 

I see. 

And get the legislation afterwards, because th!i~h­
oan ' t go on the land and erect any structures 
out our permission. 

That's satisfactory to those boys from Ne•~ York. 

(Looking at map ) \/here arc wo now? 

Here is the entrance. 

• 
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Is t h i s ours here? 

R1gh t he r e . 

From here •. . • 

Olear across . 

• . . • to here, and there to here . 

That 1 s right . 

And nov, ·vhat do they propooe t o g1ve us1 

403 

OUr proposal is that t.'ley g1ve us th1s strip here . 

105 teet. 
105 teet, which will f;1Ve you a ilorth v1ev - t:orth 
and 'Jest view up the Battery Pe.rlt. 

I see. 
Further, 1f you ge t that s trin there, t her e 1s oocn 
water there ; t hen t hnt tlll OIID us t o out a. buH d1ng 
there, have till these piers come 1n th1• >~e.Y here, 
w1 th a 1•1ev ot the llort h . 

\'/here wlll t he bol\t sail tro:z~1 

Boats v1ll sa1l troo here out. 

I see . ~no does t h1a belong to nov1 

Belongs to the CitY of !lev York . 

And t h1S u .mere the br1d£i8 1B co::~1ng1 
Here 1s t he b ridge coming rtght over here . Till. & 
1s the anchorage right here - go1ng t? be e. hundred 
teet lf1de, hun~ red teet h i gh - to ~~;-.cnor t he bridge. 
This 1s t he p 1er. Th1B 1& t he aovernnent f erry, 

wn1oh theY are going to transfer . 

Here 
19 

tohe pier noll - Just blocks the ,/hole t h i ng. 
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Blocks the whole thing. Just c~e along nut 
that i n there, never said a word to us . ' That 's 
\·rht>.t he wanted approved pronto. 

He wanted us to approve their doing that without 
giving us any out on that . 

Who all was here this morning? 

Trl.t.orough bridge engineers - tt<o or them. 

Admiral Peoples and llaesche. 

Uar Department. 

\lho \tere the engineers troll the Authori t7? 

Dainer and •.•• 

Dainer was one . I d idn 't get the other one . 

That gl.ves us one or the moat valuabl e pi eces or 
waterfront in the cit>'· 

And then this goes over to the . .. . 

lfe dp n' t give up anyth1 ng. 

This letter goes to lloodring? 

That ' s right . 

This letter e;oes to 1foodrlng. Thso allows theo to 
proceed. 

we had lloodring ' a - their engineer was here. 

lfoodring . 

lroodri ng ' s engineer was over here. 

He has to approve the loontion of the bridge be­
cause i t goes across navigable waters - location 
and height. 
So that i t does not interfere uith navigat i on -
anything that interferes with navi gation. 
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lfhat I ' m thinking of, tor Hnrry ' s sake - to give 
out a statement that we had t h is meeting today 
Mr. Durning ~<as do1m here , t h i s i s the first time 
he and I have had a chance to go over t hi s thing 
that t he,Treaeury is in agreement, and t h is i s the 
letter I m sending over to Secretary ~loodring. 

I'd send Bob Moses a copy or it . 

Oh yes, but not to - the IUJ,Y , I menn Just - the 
story they ran this morning - give it out now so 
tooorrow oo!"nl ng ' e J>P,per 11111 have it. \T!ly l et 
them ride over your toea? 

He was on the reve rse on that ri&ht throughout . 

(Gaston co~eo in) 

Her bert, if you 'll read this letter that these 
f ellows d eci ded on - I think in view of today ' s 
stories I 1·.'0uld onretully consider giving this 
out t or the pre ss , if the Secretary of ller doe an ' t 
mind. I mean I don ' t van t to do nnyth1ng .... 

Ye e. 

••. . put him on the spot. 

!Jot put h1;:1 on t.»e spot. Ir he dido ' t obJect , I'd 
lik e to give it out, say HIU"rY Durning was down 
here, we met k~th the ~riborough cng1neere - I 
~uldn ' t mention ony nanea - this i e ~he ~1rst 
t i me we have had a chnnco to go tnto this thi!lG• 
and t hese 'Oeoole dovn in l:ew Yor:t ~ust don ' t !:!lo" 
vhat they ' re tal.kin;; about - wor<:s to tl'.et etrect. 

ltoses tteuld .•.. 

I knoll aob. I menn he allinys .. •. 

His lavyer Just called rne up - Louie Delafi eld. 
He ' s doing hi s usual trick or putting pressure on 

everybody. 
All r i ght. I wanted to give t h i s out to the papers 
toni ght - ray letter to Ho.rry lloodring - 1f Harry 
lloodriJlg doe~n' t object . I believe in being 

• 
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a gentleman. And then any that Durning ' s been 
down here and we've h&d th io conference. And find 
out who all - get the names of t he peopl e t hat were 
here from the Triborough b r i dge and say they •••. 

They approve this . 

They do approve t h is . They are convinced. I tol d 
them when t hey "ere ln t here this morning that we 
were just trying to sti ck t o facts and Ye didn ' t 
Wl\llt any f i ction ct all . 

I 1d gi ve Herbert the \/hole story and let h1n have 
this - set a clearance troo Woodring that ve can 
give t his out tor tomorrow morning ' s papers. I'll 
try to get ~/oodring on the wire myself and tell 
him I uant this. · 

(On phone) Secretary of li11r lfoodr1ng, please. 

Thie engineer ot 1ioodr 1ng' e told me th1o moming •.•• 

l"lhat ' s his name? 

I don 't know. The boye have go t it. 

What ' s his name, Tom? 

I di dn 't get it. 

I can get it. We ' ve got it out t here. 

llho would i t be over the re? Call your people, so 
when I talk to him - get it quickly - who i s his 
engineer' 

(After reading letter) 0. K. 

\"lhat? 

Yes. 

You see what I mean' 

Yea. 

• 
.. 
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HHJr: Hello. 

June 8 , 1939 
2:45 p. m. 
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Operator: Secretary 11oodr1ng is not in his oftioe this afternoon. 

HJ.!Jr: 

0 : 

ID!Jr: 

0 : 

m.:Jr: 

0 : 

!l!!Jr: 

He • s not wha t? 

Not in his off1oe this aft ernoon. 

Who is t here there? 

I ' ll find out . Do you want one or t he assistants! 

Sooebody in his office . 

All right. 

(Pause) 

Hello . 

Operat or: Hr . Hartin in ~!r. 1/oodring ' a ott1oe . 

!t'!Jr: 

0: 

m~Jr : 

Vart1n: 

HHJr: 

!l!!Jr: 

!!: 

mt.Jr: 

M: 

rDlJr: 

M: 

ID!Jr: 

!-l : 

All right. 

Go ahead. 

Hello . 

Yes, Hr. Secretary. 

Who is t~~s p lease? 

This is Hr. Hart in. 

Hartin? 

Yeah. 

Are you in l!r. 1/oodring' e oft1oe? 

Yes, sir. 

Hell now, I have just finished writing a 
I am going to send over bY hand. 

Yeah. 

letter tthioh 

And it's 1n regard t o this Triborough Bridge. 

Oh, yes , sir. 
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Ve had your peonle over h t concerned we're-all in ere oday and as far as we're 
engineers of the Tribor!~S:e~~~~.~d also with the 

Yea, u r. 
But ~tr. Robert •tosee Vh 1, It years is fightin th o ve nown for a great many 
very ~ind t hi ~ 8 thing in the paper and said some 
York, eo theref~e ~~~uii~~ ~1~!~~ f~r Customs in New 
~'d like to give this letter out so tha~ei~1~~ui~r~~ !~d 
d~~~~~f~~ ~~~;~~~~/ew York papers, but I don't want to 
would be putting the~v~~ ~~et~~~~ ~:~~~;nt felt I 

Is your letter in opposition t o the Bridge? 

No, no. You see, we -- we show tha t we have to have 
legislation and consent of Congr ess t o get what we want. 
~he city is off -- are you tamiliar with this? 

Oh yes, sir. 
llell, they're offering us Mother hundred and !1 ve teet 
adJoining our -- adJoining our present orooorty whioh 
w e• ll take, nnd then we point out in this letter 
thnt we hnve to get the approvcl of Congress and the 
Attorney General. 

Yes, air. 
And 1n the closing paragraph I say, 1 It is the opinion ot 
this Department (the Treaeury) that the necessity for 
the foregoing action does not require it to withhold ita 
consent to t he approval ot the plana since 1n no event 
can the 'rriborougb Bridge Authority, or l<llY one e.ct1ng 
in i te behalf, undertalte any vorl< upon the Govern:oent 
property until the action above indicated is taken.• 
So, I mean, it's -- thil means that t he liar Departoent 
could gtve t heir consent to tho plan. 

Yes , sir. 
l;lut until we get Congressional authoritY for gi vlng us­
easement and all the rest of thnt, there's nobody osn 

You see? 
That has now reaohed a atate wnere I think the Secretary 
wants the -- it to be oonaidered by t he Joint Army and 
Navy Board troll the standpoint of ita ettect on national 

defense. 
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!II!Jr: Oh I 

H: 

Hl·tJr: 

u , •.. 
ID!Jr: 

HJ.:Jr: 

!·:: 

ID!Jr: 

(.! : 

Hl·lJr: 

~~ : 

ID!Jr: 

'f.! : 

!II:Jr: 

, .. .. . 
ffi!Jr: 

M: 

HHJr: 

And I can't -- right offhand, I can' t see the sl i ghtest 
obJection to your giving t hat out, but I -- you say you 
are sending 1t over by hand? 

I'm -- I can send 1t by hand. 

~!ell , 1r you will , air , and -- and t hen let me check with 
some or our people her e and call your orr1ce right back? 

Hell , I t ell you, Captain \lnnamaker at tended the conference 
t his morning. 

Yea, did he express any •....• 

Well , Just a ~ment. (Talk& aside) Hello? 

Yea? 

He didn't co~t the War Depnrtment . On the other h~~. 
he didn't r aise any objection. All t his does is , t his 
clears t he Treasury. I mean, the Treasury is no longer 
a hurdle . 

I see , sir. 

And all I want t o do i s - - 'oooauae ~loses -- ! don ' t know 
whether you saw t he !leu York papers -- Jw:tped so hard on 
Harry Durning , our Collector, I'd like to give this out 
in order to clear During. 

I see, air . 

But I ' ll send ttis over. I t' ll be in your office 1n 
fifteen minutes. 

Well, t hat 's tine, and I I ' ll • .•.. 

And what I • d like you to do would be to call back l·lr . 

Herbert Gas t on . 

l~r . Gaston, yes , air. 

G-A-S..T- 0-N. 

Yes , sir. 

let him ~-ow not later t han tour o 'clock. 
And -- and ..,, 

It there ' s if t here ' s any obJection 
to the pr ess . 
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" ' ... 
l:D·lJr: 

I·! : 

~~ : 

l:D!J r : 

Hl!Jr: 

l' . 

l:D!Jr: 

!·! : 

!!l!Jr: 

' .. 
f!l!Jr : 

1!: 

f!l.!Jr: 

14 : 

- lj. -
!10 

Yeah. Let hJ.m knov "Yea• or "!lo" not l a t er t han t our 
o'clock. 

Yes, sir • 

And - - Herbert Gas ton. 

Yea , air. I' ll do t hat. 

And I ' d like ver y muoh to do it beoauoe I lmow l·!r. l·loeea 
and the only way to fight hi m is in the paper s , and we 
happen t o be r ight. 

It ....... 

This Admln1strat ion, you know, has had so ~ny fights 
w1 th hlc . 

Yes , air. t;ell , ot'fhe.nd I can absolutely see no obJection 
but I would like t o have the opportunity to check i t i n 
with our /&Ople her e . 

The.t' s t'a1r , and I don 1 t \/ant to !JUt Harry '.1oodr1nJ! on the 
opot. ' 

Yes , e1r. 

You s ee? 

Yea, s i r . 

So I' ll send i t over addressed to the Secret~y or War, 
a t tention or !:r. !!artin? 

Thank you ver y much , oi r . Yea, air . 

Attent ion or !!r. l!artin. 

Yes, please . 

It' l l be ther e in fif t een minutes. 

All right. Thank you, n1r • 
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Ge t , the details from Mao. The only thi ng - I 
wou~dn't say that Tri borougb agreed to it, I ' d 
~ay they were ~ere . Bob sai d they woul d agree. 
•fell, t hey can t agree to it unless I agree to 
it. Say that Mr. Durning was here and I' ve sent 
t his over and this is where we stand. That ' s the 
way to fight Bob Moses, seet After that story 
come right back at him. ' 

Yea. \fell, I di dn 1 t want t o g1. ve any ••• • 

No, but we can do it here. 

I d1dn 1 t want to give any reply. 

This i s t he reply. 

That 's the whol e s tory there. 

No demand was ever made on l~ses by ce. I just 
s i mply - this thing came up - I just simply went 
to work on it. 

1 t hink I 1 d have Harry >then you have the boys in -
let him sit there when we have the newspaper men. 
That ' s the way. I wouldn't call ~loses any names 
or anything. 

Oh no. 

(On phone) Hello. - -He 's not whAt? - well, who 
i s t here there? - - Sooebody i n his office. 

He ' s not there thi s afternoon - great, what the 
Xing and Queen can do . 

Bet you ' re the only Cabinet orrlcer working. 

(On phone) Hello. (Conversation with Mr. Martin, 
or War Department, rollows: l 

411 
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I 111 call Hartin and tell him 1t ' s on the ve.y. 

That 11e.s ~lartin I ·was talking to. 

Oh. 

lfho is Hartin? 

He ' s Administrative Assistant . 

lf-12 

(On phone ) ~ell Kiss Chauncey to co~e in, please. 

All of us fellows have got Adolni strative Ass1e•ants; 
that ' s vhy we can ' t •.•• 

I have one myself , sir. 

Ml.ss ChD.uncey, this is tor the Secretary of 1iar, 
attention of Hr. ~lart1n. Soecial cessenger. He 1 s 
wai t1ng for 1 t. Here 1 s a copy. He ' a wai ;;1ng for 
1t . 

Secretary of '.lar, attention o t l·lr . l·lartin . 

That 1 s the f ine spot tho1•e . 

That ' s Rll r i ght . !low, l~ac , if somebody coul d send 
a copy of t h i s to the ::ayor and to Bob J!.oses - want 
to ~et that•started r i ght nuay? 

MAnning: Yes. 

H. !!. Jr: 

Hanning: 

H. l·! .Jr : 

Durning : 

For my signature. 1 von 't be here terribly lons. 
Get that started. To the J.layo" pnd Robert ~!oses. 

Uh-huh. (Leaves) 

And then you ( Dur ning) stick around, and 1! Herbert 
hears - you (Gaston) have the boys in, le t Harry 
s it there, see? 

1/ell, 1t ' e a fine proposition. 

• 
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J'Oil UltW>INl!l m I' n, . 
Tbura~, Juno a. 1939. 

•' 

laahinc~oc. 

Preaa Sorvico 
llo. 17-84 

• the Port of Now York, .A,ftor c. ooc.t oronco todll;v wi tb tho Co11oc•or or 

onginooro of tho Tri-Borough Bridle Authority ond &ray oncic.oors, secrctGrT 

llorgontbc.u oont tho following 1ottor to tho Socrot•.rr or tar: 

•Juno a. 1939. 

117 d.o~ Ill'. SocrotGrTI 

Ju:rtbor reforoc.co 1o Dildo to your lett er of 11sy 26, 1939, 
in eoMCct1on with tho nppl1cntion o f t bo Trlborough Bridco .t.utbor­
it)' , Nov York, llow Yorlt, for t ho ~~ppro•nl of tho plant for n br1dco 
to bo eonotructo4 aero&& kat Ri'ror b otwoon tho llt\tt or)' end Brooltl)'D. 
!!ott York. 

Tho p1c.c.a eubc1ttcd with )'our lottor indicnto tbot tho 
propoaod br!dgo '(ill pnaa over propor~7• co=oc.ly ltnown na tho Bc.rgo 
Off!eo , bolonginc to tho Uni~od Stntoo c.c.d within tbo jurisdiction 
of tho Tronau.,. Dop!XI'tnont. • 

l}13 

Tbo quootiona inwl'oed in tbil mntter beYo beaD d1acuaaod 
mth rcproaontc.ti'YOB of tho Triborougb Bridge Autborit7 and thh 
Doportnont boa e;oplcimd to tho~:~ tho l1Ditat1ono iapoood upon 1t b)' 
lc.v in cozmoction vi th tho grc,nting of c.n7 r ightl or eaoononto in 
OoYornDont proportr· Thq b&To aloo beoc. ic.forcod ao to tho poooiblo 
iDtor!oronco with t he f\met10D8 o f tbil »opartaec.t a~ tba Bargo or-
fico. 

fbo roprooootntiTOO of tbo Triboroucb Bridgo Authoritr baTO 
1Dd1oc.t od thnt tho City of If ow Yorlt 11 williDI to oon•07 to tho 
Uc.itod 8t~too, without paygoc.t of c.D7 cono!derat!on, 11 strip of lend 
npprox!UI.'-t017 105 toot in width !llDOd1C.t017 adjoin!DI to tho lfcot nf 
tho prooont Bc.rgo Offico altO• If tbio o4d1tional land 1a 10 oo­
qu!rod b7 tbo United Statoa, tho Dopc.rtoont io of tho opinion tho.t 
it will bo nblo to aatiefnctorilY continuo ito funcUona &t tba 

:Bc.rroo ottioo. 
Tbo Tro&aury Dopo.rtnont. thoroforo. boa no objocUon to tho approvr~ by the J&r Dq>ortcont of tbio oppl!cnt1on. Bowovor , before 

c.c.7 oppro•al cl!ll bo g1Ynn to tho Autbor1 \7 b)' tho Troaour7 Dcpc.rtaont 

• 

• 
... 
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to on_tor upon or croct mQ" atructuret o•or or ru:rot a OIJ¥ Umda of 
tho United Statoo withi!\ tho jUrhdictlon of tho Tronouey Deport­
cant, th9 following action cuet bo tN<on• 

l o 'l'bo convo;ronco b;r tho Olt7 of Now York to tho United · 
Sto.too of tho atrip of land abovo r o!orrod to, tltlo to tho aoid 
otrip to bo aotiafnctor:r to, and approved b)', tho Attorno;r Ocnorol 
of tho Uni t od Stntos, and tbe en~~ctoont of IU\1 noccooory St<>tc or 
llUI1ieipo.l logialnt ion required by tho Attorney Oencrnl of tho United 
Sto.toa no a condi tlon of bio appr oval of tho tl tle to the pr o:>laoo to 
be convoyed, 

2. Tho onactocnt of logiolo.tlon 'b7 tho Ccngr05& autborl ~­
ins tbe Soerotary./.cf tho Trcaouey to .1r9-nt tho ncceaBor)' caseoento 
or rigbh-o !-wq.,~o tho Trlborcu;;b Bri4;:o Authorl t;r for tbc con­
otruct1o{l and oolntewnce of tho brida;e. 

3. Tho C!UICt DGnt of on:t State or cun1clpnl loctolotion 
which t ho Atto r noy Genord of tho Unit ed Stl\teo ohell dotcrDino 1a 
noco10ary to protect tho intoreatl c t tho Unt ted State a in tho entire 
o1to ovor a port of which an oaooocnt o r r igbt- of-•81 !or the con- • 
atruet1on and cntntenMlCO of tho brlda;o oholl bo g r m tod. 

It 1a t ho opinion of thla Dopor tuont thnt the n ocooal t;r for 
tho foroBOlns action docs not roqulro it to withhold ita consent to 
tho opprovo.l of tho plans einca i n no evont cnn tho TriboroU<lh Bri cl(,'O 
.Autl\arit)'o Of CD)' one acting in itt beholf o undcrtokc 8D:f work upon 
the OcvcrJIDOnt propcrt;r until tho action nbovo indicated 1a token. 

Vor;r truly :rouro , 

(SlGJ~Od) Bi:l/RY )()RGJ!NTlWl, JR, 

Tllo Bonor o.blo , 

Tbo Secretory of ilar. • 

-ooo-
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