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- A-

.&crioul tuft 1 n.pc 1 t of 
rtll ael<8 '1'reuo>r7 and 111J4aet to arranp OC8p1 aod.ee 

witb bloc Oil Hilla Coofer.l.OM - 6/i4/)9. ••• ,, •• 
a) ~ted 1tea. •••••••• ••••••• ••••• ••• • ••••• 

- 8 -

Berle, .Adolph A. 
Hull prom ... IIUJr be will ex:p~Naa to Berle HIIJr ' e 

d1epleuure at d1aCWie1on ot fieoel aattere wl.tbout 
firet olearin& tllrougb TrMwr7 - 6/13/)9 •••••••••• 

Brasil 
See FontiS'l Rxcbenge Rate• 
See 1rar Cooditicm.o 

Brit.ieb...._rican Tobacco ~ 

19S 

CircW.t Court ot Appeal.a (118W Yor k) at1'1nul clecie1on ill 
!&TOr ot Federal a........,. Bank ot N.,. York and di&e ... 
action ($3S an OUDCe tor gol4 turned in) - 6/l3/'J9 ••••• 

~ina.. CODdi tiona 
Hau _..andaa on eituat.ion tor .U ending 6/liJ/~ •••.. 
liNd bill (loans to ...U bueineee)r 

Duttield __,randwa on inter .. t ratea charged bT benlce1 9/l-15/38 and J/16-31/39 ••••• ••• ••• ••••••••••••••• ••• 
a.port troll l'1nanae D1v1e1on, 8ure&l ot Foreign and 

Doteeet.io C01aerce, t o Hopld.na (intended !or FDil at 
Wana Springe but not ~eliYored) - 6/lJ/)9 •••••••••••• 

Reoonory Progr•• 
ll'iacel ....a llonet.u:Y A4rlaoey Do~• 

Conterenee•- 6/13/39·••• ••••••••••••• •••• ••• •••••••• 
Conference at lbite Houee- 6/l4139•• •••• •••• •••••••• 

Loaigan -randma: Dollar ~t ot projects by 
ooant1ea in Bew York Stat. - 6/13/39 ••• •••••• •••••••• 

W.Orandaa on projecte eolt-11qu1<1at1na ill 1lbole or ill 
~or pert- 6~39•• • •••••••••••••••••••• • • • • •• •• •• 

-c -
Cellad11111 Liquor Cues 

28S,287 
3l.S 

247 

64 

94 

1.30,181, 289 
310 

254 

260 

Solcol (llan7) ease• Congreaacan Thomu again aaks tor 
tile• - 6/13/39••• •••• •• •••••••••••• ••••••••••••••••• •• 242 

a ) Pencilled note stat.in& liWr' • letter crossed in ..U 
C~t 

Contract tor purchase ot S1 8001000 barrels tor Sbaata llD 
to tbe Per~~AJ~ente Corporat.ioo, C.UtomU, announced bT 
~t Dhi.e10DJ proteat Mde in OODMot.ion with 
.-nl ~ bT IMor ~t and Cotlptroller 
Oeoeral - 6/l0/)9................ ...... .................. . 34 

Countena1J.1nc Dutiu 
It&qr 

Jt.ol1ena ev- to dUCWia -ter with repreMiltatine ot 
State .nd Treasur,J- 6/12/)9 •• , . . . ...... . . . ............. 57 
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- D-

ReplJ- to FIR concerDiJIC Arpnt1M 1aporta or CIIDled-
... t doc food - 6/141)9........ .. .......... ....... . 19S 

Jll.etricb, liar~ 
s.ttl...t ot t u: cl&1a before q 111na d1aCUMd at 

9a30 meetiLg - 6/14/39•• •••••••••• • • • • • •••••••• •••• 
HYJr-Dietrich telephone oODYeraation, ,, ,, , ,, ,,,, ,,,,, 

-11: -

-P-

P'in.vlc1Jla, ~ 
6lfi~139· aaa _,.,randuz:u "llar~a 1n b1&1>-sra~M aacur.l.t1ea 

following announc_,t ot June tinanc1Jla" - 6/9/39 
Subecript.ion md alloblent figures - 6/12/39 ....... . 

Fi.Cal and llonetary Adrl.aory Board 
Sea Bueineaa Cond1t1onet RecOV'ery Progra 

Fore18J1 Bltcbanga Retea 
Brullt Cue ot :l.aporter aald.ng tor dittorent rate of 

u:chqe - Juatica Roe..-. dacicS.a no &tate court haa 
jur1ad1ct1on to compel a Federal inetl'IIMIItali t:r to 
perfor-m a Federal fUnction - 6/13/39 ••• •••••••••••••••• 

-0-

0arlUilT 
Sea War Coodit1cma 

4 
S9 

Gold lladal Faru, ~rated 
POlliJ' -rancba g;l.'l'i.Dg raaM or - - 6/14/39. •. • • • • • • 264 

<lraat l!r1 ta1n 
Banlc of !nglendt ChaDcellor ot 'bcbaquer atataa 1n House 

ot c-w he 10111 not conaidar leg;l.alation conwrt11la 
Banlc ot Eng1aod tro. prin~ bod¥ into &tate 
1nlt1tut.ion - 6/lJ/39. •••• . • , .. . . • , •. •..•••. , •. • . . . . • . • 92 

Ouat.ala 
w-randwa on .ating 1n NO'AIIIber or Traaa\ll';r repreMDtat ivu 

approYed b7 HMJr- 6/lJ/39•••••••• • •••••• • ••••• • ••••••••••• 126 

-I-

.. 
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-L-
Book Pap 

- II-

llo~, ConatantiJ>e E. 
See RetuaM• 

llellon ll&tional Clell.e17 ot Art 
~ion traa gUt tiiUe diecuaa~ at 9•30 -t1ng 1n 

-ction witb poalibla gUt ot 'li~ collection 
to Oallar,y- 6/141)9 •••• ••••••••• •• •••.••• •••••••••• 195 274 

- II -

llatiocW. Oeocrapldc Societ:r - On1vere1t:r ot Virg1n1& 
Pill and IQIJr appl'OTII uee ot Cout Oll&l"d cutt.er tor 

expeditica t o SoatberD Pao1.1'1c Ialanda - 6/13/)9.... 2Sl 

- P-

Paraguq 
!:qlort-r.port Bank to grant c....U.t ot $500,000 to prortcle 

aeaaonal exchange - 6/13/39· ••••••• ••• • ••••••••• •••••·• 101 
~t.e Corporation, Calitornia 

s.. c...,t 

- R-

lletllpM 
~ (Conetmtina :S. ) writea to 'lfalhce ooncarning 

poea1b1l.1.t1ee ot large-ae&U Mtt.l-t 1n v-suala 
and poaa1b1l.1.t:r ot Frc>ee, Great Britain, and lletbarlanda 
rel1ncfliob1Dg ~ Oft1' Br1t111h, hw>cb, and 
Dlltdl OuiaDae 1n coanectian witb papaut ot Br1tillh md 
J'Nnch w.r clebtJ I~, BeJ.siua, and PolAnd to be -.le 
.Sw!ler propoeala 1n return tor clelbar;r ot -t, eteel 
producta. etcetera- 6/10/39••••••••••• •••••••• • ••••• • •• 38 

lle-Nm1a a.rlaica 
HliJr aancle to FlJl up-to-tb.....amte pro~•• report 

preperec.t b7 H.anea on tax bill - 6/13/39•••• ••••• •••••. ••• 171 
• 

- 8 -

S.U-Balp Cooparati'f'N 
IQIJr tella lti.ea LoD1gll1 he baa told CaNOCI;r that Pill, 

lira. l"'JJ, IIIUr, aDd lira. BlUr hope br&Dab aq be 
..tabl11Md 1n 'Iorita Procrwa .t.dw!.n1atrat1ca to hlndl.a 
eel!-belp oooperatl ... - 6/141)9.............. .... ..... . 244 
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~ Ilia, ea:a.ronlia 
S..c-t 

au-

- a - (eooun-d) 

Pittul! wu1t.e poUq wit.ll res-1 to pr1oe ot ~ 
.s.nec1 ell-..r reet.ored to 77. '!11' en - u irs 
19'J7 8Dd --.t ... 1 ~1atel;r - 6/UIJ9... 195 2S3 

Sokol (Berry) -
S.. C...sian Liquor Cues 

SpaiD 
Cotton loen tllrollQJl Export.-IIIport Ballt diecu .. ed bj 

Ickee 8Dd Ho~ (on_, to llowlt Vernon 'ld.tll 
K1.ne lnd ~ of Englenci) J H~ prc.p~ wires 
Jooea hie oppoeitlon- 6/9/)9.... .. ................ l 

811'1 taer l8nd 
See War CoDdl.tiODS 

'l'uat.ion 
11M ~ s.rt.iOD 

'l'reuuri .. of tile .lMr1cu 

_,_ 

W.OreDdua on -.tJ.nc of repre..,tet.1 ..... at ~a 
irs IIOTa.ber appl"'ftd. by BMJr - 6/l:J/)9 ..... ....... , 

- o -
o.s.s.a. 

See 'far CoiiCiitJ.ODS 
UD1nreit7 of V1rg1Dia - lat.i~ O.Ocrapbic Society 

l'lll a. BMJr appl'Oft ,... of Cout. Ouard cutt.er for 
aped1 t.ion to 8outllenl Pac1t1c Ialald.e - 6/l:J/)9.... 2Sl 

-·-
'far Ccmd1 t.iODe 

81r1aa-4eNan elearfnc ql'l •t nacotJ.at.iODe for r-:1. 
a. ext«>elon at et.IDd8t.1lla report of AMrioar~ ~. 
Berlin- 6/9/39•••••••••••••••••••••••••••••••••••••••• 

Sortat.-Oerllall t.rwa necot.iat.iona ...n....s by AMrioc 
~..,, Earlin - 6/&/)9 ••••••••••• •••••• •••••••• •••••• 

Bru1l1 • RC!w\ge poai t.ion 'IINicened by: Oerun pll'Obue of 
23,000 toaa ol Sao Pmlo oottoD - 6/12/39••••••••• ••• •• 

'lorke Procre•• &c!w1 ns et.rat.ion 
LcaS.pn -rudlllu Dollar ~ ot projeota by OOUDt.iN 

1D 1 .. York S~te - 6/13/)9 ••••••••••••••••••••••••• ••• 

2l 

28 

2S4 
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Oft tbe boat todq going to lb&nt Vernon nth 
tbe ling and Queen, lobe talked to Harr7 Boplline 
about a ootton loan, through the &xport-I~rt Banll, 
to 8pa1.n, and ae a reeult of thie Hopltine wired Jonee 
that he, Hopkine, wae abeolutal,y oppoeed to any loan 
to 8pa1n and that hie wte wu 110. 

1 
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TREASURY DEPARTMENT 4 

INTER OFI"lCE COMMU NICATION 

l'r<rpue4 'b71 II. C. llllrpb,r 
~oolotea 'b71 T. t . Jrr• 3 

DATK June 9, 1939 

TO 
.. ere~aUI&ll 
1111' .... 

JloYo• 1a 111P-car.b .... r1Uoo J'ollcnrlq tho 
Allaoa:aH••' of * hae naaaotac . _ 

tile aaaoa:a .. •at ea laot ~...., thet ~ hao f1-
... o111C woaJ.a lie .. atbH .... onbnc ottoJ'lq 
aa4 t o a _. aoto oHu te ..._,, tekoa o -.rat 
OMplOW11 '111 Rl'pJ'lH. 

!lao aaaoa:a-at ••• ftl11ob oa ~&RJ'J' 'lloa4e. pa~ 
UOlll&l'l.r l ...-teJ'II oMe. aA4 *Made !ii4Yaaooa 
4000I'tiB8].r, tho loape'-'-~"~~ -· u.o •-' obarplr 
~ l:). !lao aaaouaHMatl ••• lleaJ'lob oa ri&btor 

iite 4oo11aoa. !lao &JUioaaoo•atl ••• aloo 1._ 
tr1ao1oa111 lleaJ'lob, ~nor,_ oa a. loapr •nn­
'1•• of ~a.ar.r aotoe. rot ,..,. e4Yaaooa. 

!lao etlro..- of Watwa ltia'•• eowJ'1Uu ••• *aro4 
to •- oxtoatl '111 ..... uo .ua1o1pal.• 'lllltl aotl 111 
other JUp p tAo eonr1 Uoe. !lao &YO:IPIIP )'loll. of 
a-otto .. rporate 'II .... "~ uobeapf. ~ 
1illlo week fell-lac * ......... at (CII&J'tl II). 
!ho 11014 oa Bl'1Uell Oouolo 1aol'OaoM (tairi III). 

~•!!!7 We 

'11M 4oe1o1oa te ..rtM tiM f1aaao111C to rotawttiiC oalr 
aa4 te o~ U.O n•lte .... effo..U. te a MtiO wu aa~ 
-.u.J.ell oa a.. 1,...2'-tiOJ'II ..at. etaoo ttl •aat Qat aa 
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( 

oxpeotiod - ud lwaoo alrew u .. na,od - ad41Uoa to tiho 
nppl.J' of boado •a• uti p1as •o ooOIU'. Al.l ~reoao no lla4 
upeotiod •o a..-•• tihelr lload porUel1oo lit ealh •lloerlpoo 
uoa or liJ' ••+·,... of ..... wore tllllo plaood oa aoUM ._, 
U..J' ••' o1 tur olltala tu .. e1 .... lloab l17 li144111S tihoa 
a•ar trea ozioUac ~4oro or foPOp tiho o~otiod 1aoreuo 
111 tiho1P lloldlap, a• lout 111l'll 11lo aon f1Mao1JIC date. 

tho POolllti •a• KftftllJ' a llbarp I'Uie11p 1a tiho loac­
\01"11 'bood Ml'keti, u4 tiho aftraso J'lo14 oa all !reaftl'J' lloado 
w1 til 12 roaro or Mre t;o 1'1111 111lUl •t.l&l'l tiJ' or t1roti oall 
date 4ool1aed troa 2.13 porooati at 'llo olooo oa Wodao8d&J' •o 
2. 10 ~rooat at tllo elooo oa !lluoodaJ' (tiho 4ato ot tU Ue 
aoaaooaoat) . Moalftl'04 1a prloo, •o I'Uie'aJI llowooa WodaoodaJ' 
aad !llllredaJ' 1a tiho loaso•• 1 .... - uae 2-3~'• ot 1~65 
- wao 20/32. Oa J'11.4aJ' u4 laWJ'OiaJ' tiho lloa4 Ml'Ut ooa­
Uaod to aAYaaoo 81lal'plJ', U.. aftJ'aCO J'1014 oa all lODC-
tora ~UIU'J' lloa4o 4ool1a111C aaotihol' .03 ~rooat w 2.07 po~ 
ooat. Dui"1JIC UN t11"d tlll'oo dar• of tiho preooat ... It tiho 
bollA M.J'Dt toll llaK o111htl!t. tiho loas-tora aftJ'aCO a&­
Taa0111S oao llaoh po1at to 2.011 poPMat at tiho olo" oa 
Wodao8d&J'. 

'ftlo adTaaoo la ~aftl'J' lloado •a• aot ooaflaod to tiho 
1oapl'otol"'l •t.n tloo, wlloN tiho ooaotl'loUoa of IIIIJiplJ' 
re1aUft to npootaUoa lla4 taPa plaoo, 'bd raa tlu'oqtl tiho 
ob.olo Ml'ltoti, u 1o 1a41eato4 1.a Cllart I llhoo1ac tiho ollaJICo• 
1a tiho pl'looo ao4 J'loldo of Ua1tod IGloo ooo111"1Uoo liJ' 
•tlll'ltr ala..... tho ollaJICo• 1a tile ~of tiho lloJido 1a 
Ulo Tal'101lo -~u,. olao"• -•· 1a ~t t1t.o -· ao 1o 1ad1oato4 liJ' tllo followl q ta'b1ot 

Ohaapo 1a tiho no1do of ~aRI"J' 
Boado liJ' Ma~ltJ' Oluooo Bowooa MaT 31 IUld .TullO 7 

5 to 10 ,. .... 

10 to 20 J'Oai'O 

OYor 20 J'Oal'o 

(Porooa•) 

1.11 

••• ol\•!!! 

-.05 

5 
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..... ...., ...... --._' 

( .. el-.l.a la 'fttJ.I't7-••..._) 

I .. ••• 
t ..,. Jl I haa7 t lit 
t I I .... 

2-,~··· 1~7 109.2' uo.01 • .or 
2-,~··· 1~~ 109.00 1~.15 + .15 

2-,~··· 1~~ 107.U 1ot.Ol + .22 

a .. w ... w:r. (lapu.,.. na14) !1'!a!!U7 let•• 
!1M •rtlllte• t ...... - 18 ..... tuoall7 be11M4 llbarp17, n•• 1' ... elear te U.. ..,.., o.• a - ••'- eRll. .. , r.••1'1117 ~.,.. \:Ill Jl!'eal .. Willa-.. Mn Mpel. tw trea a ae-w:r. ....... !1M J1Na1 .... uaa leJiteaber ..... , .. retaN, troppel. trea 1~ at •• elaaa • • ..._..., ta 1-10/)2 d 

6 

• .. 
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7 

..... ..., ........ -
a. ei.NI - 5 dq• a ~ ~ 1!1/JL - .. 1.1. 
J'lPte 1u.iM tJ lp;IA - • ... iili ... lla ........ ft .. .. 
et Mat ,.. 1/}1 ... - ---- ~ - ....... . 
...... tlltiUe CT$ sr eUel'lllp ..... an .. U fa't'a I "11 
U .... If tile .. - ,.... ..... ..... Uetu• ... ~ 
19110 t1A ut Je1a ta tM ,.ellae • 5 ••AT• 

~ tiiM - ~ Ulla WU tel.18ftiW tiiM •m SUI 
ma ....... ,. •• tile teeltae la l'la .... _ 1 I s• -
... -, .. 11 taU ..... !f ... fell..,.. tP1• --~ a. 

t ... 1Jl - 'l'iP' ,.,.. - lele. ... ·-.. et a. will 
enr I Sl .. Jill& .. _'-1'1., - f .. a11 -- 11RII ..,. •• 
at a MpUft Jiel& • - :Jlt 

"'"••• .. ..._ - )1 ... lUI 7 la - '&lC'l' Telus• 
If 'fli I I ..... ..,, .. - a .... U.n 

!111& liull - ._ :n 
( .. slaal. la ~-----) 

Ie•ss i- :n t hasT I •• t t t , ·r 

~··· ....... 1~"' 1.M . ., -·•1 1 ........ 15, 1 .~ .11 -·n 1- ••• ,... 15. 1 ... 
=~ -· 1-1/1'•• ...... 1~19110 .06 -· 1-1/l'a, .... 15. 1 .... •• -·· 1_,, •.•. ,... 15, 1 1 .Gl .oo -·· 

7M 1 J'lPM' ts• a. - 11_. ... , sf ••••• Rll.w& 
,._as...,_ taW•U• 'M II atte•- •ml I at • 
5 .. ., -.u ,.. .............. - ......... lltilaate et 
al ,.,.1 et • - 5 ., .................. ltl I:IIIJele 
._u. If ftola~ .-u,.., •• r.tue n .... ~ &atea. 

........ rwra (h.tUYS nsu> ,.. .... .,IteMs 
Tis ' :r• Jwl' .. MI'lW la a. We passl''• lint ... 

... ta 11ae • 1~.., ....-u-. u ...,.. ... _ ... .._ a1..._ a.._._. - ~u- w a. q;t-, If 'fli ·~ 
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( 
seoret&r7 Morgentbaa - 5 

boDde 414 not 000111' aDd, therefore, tho prtoe of t~ oate~ 
1ag ouppl7 rooo. !!lo oxpeotat1oao of the •rltot w1 th roepoot 
to tho nluo of the wl'Nnt 1ripte1 woN not roal1ao4, aDd, 
aoneequeat17, tho pr1oo of the Cllll'Nat 1 r1pte1 1ono fell 
ah&l'pl7, aacl tho prteoo of ot:lur hnoo toll ••-hat lo .. 
ah&l'pl7, 41eoount1ag the po .. 1'b111t7 of tutaro 41aappointMnte. 

fto -.oToaent 4larlag the weolt ill tbe loap~tot-. DOte aar­
ltot, howoTor, wao oontrar7 to lo11aal oxpootaUon. ·Bore aa 
uanpeotecl expaaoioa ia tho euppl7 of loago~tet-. noteo hac! to 
be allowecl for, while aa expeotocl ooatJOaoUoa ia tho total 
nppl7 of aotu 414 aot take plaoo. !!ieee clata, taken b7 
theaoelTee, woalcl •••• to in41oate that the loage~te:r. aote 
-.r:ttot ohoalcl haTe been ••alt. .lo~l7, it wao otl'OJ18. !ho 
loageot-tot-. note DOW outotaa41ag - tho 1-1/!l'e, clue 
Dooeabor 15, 1943 -- aotuall7 a4Tanoe4 3/32 ia prioe and 4o­
ol1ae4 .02 poroeat ia 7iolll between t:he olooe oa lla7 31 aacl 
tho olooo on June 7. !he new aote, quotecl at the olooe on 
June 7 on a wheo-ionecl baoio to 7iolcl 0.51 peroent, io a 
11 ttle weak, howeTor -- be.llcl upon the preoedent of the paot 
••nral 70are -- oo.pared with the loagut ioeuea of 'rreaou1'7 
note • aow outotaa41ag. 

Other B18b-Grecle 8e01l1'1t1u Karlteh 

!be do.eoUo •aJ.oipal boDcl •rltet ohared to eo .. extent 
the otreagth in UD1te4 Stat .. "Oill'iUu. !hie ••• aot t:Ne, 
howeTer, of h1P-grade oorporato oeeuritioo. !be !l'ea0Ul'1 
anraco of the 7iolcL of h11b-sra4e oorpoJOat1on boaclo (iaol•­
aiTe of l'a1lo) reaaiaed at 2.~ peroent on Juno 7, unohaagecl 
troa lla7 31 eo that the entire 4eoliao ia the 7ield of the 
aTOJOage of loJI8-tet-. ~eanl'1 bondo 4uriJI8 t:he week went to 
iaoreaee the 41fforoat1al to a aow h1p tor reooat 7earo at 
o.$6 peroeat (Chart II). 

Br1tioh GoTeraaeat oeouritioo 4eoliae4 ooMwhat 4ur1AC 
the paot week, tho 7io1c1 oa tho 2-1/2 poroeat Ooaoolo ia­
oreuiq fl'OII 3.57 poroeat on lla7 31 to 3.66 perooat on 
JUlie 7 (tho latter figure bliag acljuoted for the June 1 ia­
tereot elate oo ao to be ooiiJ)al'alt1o with the tor..r). .lo a 
reoul t of the wealmeoo 1D Ooaoolo, on the oae huld, aa4 ·1::ho 
otreJI8"h ia UD1 tee! State a !l'eaOU1'1 bcmdo, on the other, tho 
epread botweoa their 71lldo inoreaoe4 b7 .Oll perooat aurtag 
the ••elt oDdod Weclaeocla7, June 7, .05 porooat of the iaorouo 
beiq 4uo to the otreagth ia !l'ea0Ul'1 bondo aD4 .03 peroent 
to the ••alta••• 1a Ooaoolo (Ohart III). 
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Present: 

B.K.Jr: 

Belli 

R.K.Jr: 

Bell: 

a.x.Jn 
. Bell: 

B.K.Jr: 

Bellr 

B.lf.Jr: 

Bell: 

lira. Cotz 
llr.Bell 
llr. Locbhead 
llr. Gibbons 
llr. Gr&Tea 
Dr. Baaa 
Dr. Whi.te 
llr. Dutt1eld 
llr. Guton 
llr. Banes 

Jae e. 1839. 
9r&O •·•· 

Here• a a state•mt lboWln& aTaU.able tunds 
OD Jul7 one tor Public Works and eatt.ated 
u.....,Uturea. (Banda atat-t to Secret&rT 
llorgmthau). That' a a roqll a,t .. pt - taldnc 
~- out ot the budget. We added below the 

expenditures ot the A:nq and WaTT which were 
1n ettect he&TJ" industry aa tar aa we could go. 

Reading tro• etat .. ent. Let M aee - July one 
aTaU.able. Bstt.ated upmd1tures tor the 
tiacal. year. Tbat•a alreacST TOtedt 

Wot alread7 Toted, no 11r, that' a 1n the budget. 

11bt!t 11 the Urst col-t 

Plmda aTa1lable which 11 wbat 1a est1-ted 
1n the l:Jud&et to be -de aTaU.able. 

'ftle7 are Toted tor the tiaca.l yeart 

'40. 
It does not aay that. 

12 

Wall Jul7 •ae. Tbe~e are the tunda that will 
be aT&llable on July one next. The second colu.a 
1a the upeud1 turea to be -de out ot those 
t'lmda tor the tiaca.l year 1940. The thrH b1ll1on 
we w1ll spen4. That 1nclu•e• WP.l. 
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llotea Seoreta17 llorsentbau tbm read down 
tbe. oolwma. 

Bella FuncU aya1lable f!>r .lrtat1ca end Ordnance 
are oona1dere4 aa baa..,. 1D4u&tlT. 

Dr.Wbite: What are tbe leading factors on tbat 380 aill.ion? 

Bell: They enter into a contract to o-plete a 
project in say 15 .antba • •• •• 

Dr.Wbite: Bow much could that 380 million be reduced. 

Belli I don't Jmow. ll~ ti .. a tbey run into 
difficulties with labor - tbey haYe a strike. 
The particular asenciea would be 80re optiaistio 
about that. 

B. II • .Tr l 

Dr .Wbitez 

n.u • .rra 
Bell: 

B.II • .Tra 

H. II • .Tra 

Belli 

Lochhead& 

Well that's - you add to that 742 tor tbe J.:rrq 
and II a..,.. Be thinks they will spend 500 .U.Uon 
but he eatiutes they wil.l spend next year 
two billion six hundred eishty seYen. 

Should this be confidential.? 

Inside the Tre&SUJ7. (To Bell) Risht? 

Yes. 

(To llrs. IO.otz:) It S~er Welles wants to 
see •e Tuesdey - o.~. 

' .Anything else, Dan? Where is rq letter to 
.Tease J on.-? 

I'll h&Ye it down here 1D a few minutes. 

Bxchansu hue been quiet. so .. taJ.k about 
.abilization yesterday so they are settl1ng 
down asa1D. 

14 
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a.M.Jrl Bnslilb at1ll ca1n1nl!? 

Locbbeadl lot theae laat few daya. 

Dr. Wbitll lotbin&. 

Dr. Haaal 

Duffield; 

Belli 

Gaatonl 

Duffield I 

H.11,Jrl 

Duffield! 

Gaston! 

Dr. Wbitel 

R,II .Jra 

lotbin& tbia 110rn1Jli. 

Wben you were before the Houae Co.aittee on 
the Stabilisati on FUnd 70U aaid you would 
aake public that balance abeet eYerT three 
110ntha. It we put it in the bulletin, tbe 
question comes up whether you want to put 
it in the bulletin that comes out the end 
of July. 

I would aake the Karcb 3lat fi&urea ayailahle 
in the July book. !bat is in accordance with 
your atataent. 

I tbinll: so. 

That's all right. 

What else haYe 70U got? 

That' a all. 

lothinc. 

One point on the llead bill - we talked a good 
deal about it and se_.d to agree that it tbe 
rate of interest should be raised froa four 

r.r cent to f iYe per cent it wou.ld be YerT 
eairable because at four per cent there uy 

be all kinds of ditficul ties placed- "in the path 
of operation. Would you consider that? 

You ••an it 1B too low? 

Dr. Wb1te1 Yea. T171Dc to get results. I talked with 
Bd Poley about it. 

R.II ,Jra Did anytbing happen about the Xead billl? 'llbat 
etreot do you tbinll: it would ban on tbe 
intereat ratef 
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Banes: 

Lochhead I 

Gaston: 

Dr. White: 

Dr. White: 

Gaston: 

Duffield: 

B.».Jr: 

Dr. White: 

H.K.Jr: 

- 4. -

I haven't talked much about the interest rate. 
I don't think that is important. 

On this tYJ)e loan it would not matter to the 
borrower. The borrower is used to payina one 
per cent. 

But it would to the bank. 

You are giving a pretty good reason to the banks 
not to take it. They are going to say if we start 
in giving these loans to you - I will not mind 
giving them to you and to you but sooner or later 
I have to lower my rates on all of my customers 
and rather than lose that percentage on the rest 
of the customers I will lower it to you. At five 
per cent they are getting a better deal and there 
would be more a.rguments on their part to refuse 
to give a loan that seems reasonable. TheY. won't 
have as much loss that they now have at ~. 
Their concern is getting the loan - not so much 
the rate. 

I haven't even heard this discussed. The banks 
can collect four or five per cent on commercial. 
Little mills t own south can borrow much cheaper 
from the Discount Banks . 

or the 21 billion in loans outstanding a very 
substantial portion is above four per cent. I 
talked to a man last week who works i .n one of 
the banks in the locality, Be said in the last 
si.x months they have begun to lower, on their 
usual customers around town. It is Olll:r to the 
very best of them that they have reduced their 
rate. I don't know how typical that is. 

It is a matter of fact and the best place to 
get the facts is the Comptroller's office. 

In the Federal Reserve Board. 

Get it. 

That didn't apply to this year. 

(To Duffield) Well, Gene, get it - ask Delano. 
What are they doing? I don't know. 

16 
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Lochhead: 

B.V.Jr: 

H.M.Jr: 

Banes a 

B.».Jra 

Banes a 

B. II.Jr: 

- ~-

Jlr. llorg entbau, when 7ou are looldDg into con­
tracts that are being handled b7 Finance Corpor­
ations tbe7 are going to have to give that much 
atten~!on t o it that th67 have to get a broker 
service charge out ot it. I would rather make 
them make loans at ~~ and make a service charge 
on the loans. It cannot be handled on a straight 
interest rate. I t a man has good credit, where 
a line ot credit has been passed, 7ou get a cheap 
interest rate. However, if a man is going into 
a bank where the7 have to do investigating, then 
it is advisable to talk about two or three or 
even tour per cent service charge. It is a case 
of servicing these new t7pe loans. 

Anything new on the llead bill? 

llo, I dontt think the,. had that meeting to rewrite 
the bill 7et. I don't !mow wh,- a flexible provision 

17 

•ak1ng the loans that Barr,. bas mentioned,so tar as 
rate ot interest is concerned, would not be a desirable 
thing. It the need was such, atter the bill was 
passed, that these loans Should be made at 5~ then 
the regulations could be put out that wa,.. It it 
wasn't necessar,., it could be fixed at tour or even 
tive per cent but I think in the tnterdt ~ tlexi­
bilit,. it would be wise to bave that in the bill. 

Gene, how did we do that in Farm Credit? Is there 
an,.thing on such loans? 

Note: Before Duttie:Ld could answer the above questions 
llr. Hanes made the following statement. 

There is a limit on the PCA - a 118ld.IIIWI. 

How much? 

I think it is 8 - I can find out. 

(To Duttield) Gene, supposing 70u tind out what our 
banks are charging . It there are an,. reports in the 
Comptroller ' s ottice, let ' s get the !acts. The onl7 
experi ence I had was when I got that fellow a loan 
on Deisel engines. He got it but the compan,. charged 
hU 1~. 

Dr. White& The evidence before the TKEC - th'e,. are getting 
rates !rom 10 up but the:r are finance companies. 
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B.M.Jrl 

Jla&ll 

B.ll.Jr: 

Fol e71 

B. M.Jrl 

Fole,-1 

B.M.Jrl 

Fole71 

B.K.Jr: 

Bell: 

B. M.Jr t 

Fole71 

B.M.Jr: 

! 8 
- 8-

Be f1J!Ul7 sot it but it cost bta lejl. 

I 'rill check thb and sin it to Gene. I think 
the 1aportet point - I qree w1 tb Barr,. - is to 
put it on the b&ab we 'rill aalte 10.. loana. 
You take Co-ercial Cre41 t - Oll.lC - the7 adnrtille 
• but it is reall,- 1~. • 

It is an interesting point but I 11011ld like to 
baTe soae facts. You co•b the town, Gene. 

Tbq continued the hear1DS on this 110T1e cue 
7eaterda7. Counsel onl7 wa1 there • 

llale or flll&le? 

(Laughter) 

• 

I tbiJik tbat both were there. They are going to 
aeet at 10:30 OD ~eada7 and I think the indirtduall 
are to be present at that ttae, There has been no • 
substantial change. 

The Straus lousing Bill pa1sed the Senate 7esterdQ7. 

Does it pass with the objectionable features in it 
that the local authorities can do the tb1ngs 
"'lthout the plana? 

I think so. It was reported out b7 the Co-.lttee -
no substantial changes. 

Can•t we put a little pressure on the Director 
of the Blldget? 

I left it with h1a 7eaterda7 and he aa1d he 
would take it up with the Prelident the first thine. 

We talked about it so lone. I want to uke an 
effort to get those particular things out. When 
did it so to the Bouse? 

Stqall has not started bia hearings 7et. Tbq 
expect he 'rill set started aoon now. 

Incidental17i I bad a word w1 th the Speaker last 
night. I to d h1a about rq worries - no tu bill. 
Be aaid, •1lon't JOU worr,., Benr,-, I u going to 
paaa it next week.• 
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IUotz: 

s .K.Jra 

Foley a 

R.M.Jr: 

Foley: 

B.K.Jrl 

- 7 -

Be1 a optiaistic. 

Wb~ does the Stabilization Fund coae up on 
the calendar? 

That will probebl)o coae up next waelt. 

Bow about ~ aalt1ng Senator Barltle7'1 

That' a &1.1 right. 

Notea At this point Secretary Korgenthau to1d 
the operator to get him Senator Barkley. 
Senator ~ltley apparently was not to be 

contacted because no call cue thru froa 
him when the aeeting adJourned at 10 a.a. 

Jesse took ae aside 1ast night and to1d •• about 
all these social meetings. Be had the Spanish 
Aabeaaador for one hour. Jeaae tells him, "What 
aa I going to do. The ltate Department aaya yea 
end the Treasury says no. I don't Jtnow whet to 
do•. Be 1s not going to put that loan through 
as 1ong as I am si tt1ng here . 

Lochheada There is a meeting or the Export-Import Ban.k. 
I presume they will bring that up and I aa 
ghing the saae position I h&Te. 

B.III.Jr: I wil}. bet anyboey money that he aay finance 
it but he won't do 1t through the Export-Import • . 

Lochhead: . That will still go through the Bxport-Iaport. 
It is no different. They are siap1y using an 
agent instead of doing it direct. 

B,III,Jra When will I get the answer froa the President 
on this complaint on Italy? 

Foley a 

B, III.Jrl 

!oday. We are worlt1ng on it. 

I won•t be ab1e to see it. I will get that 
tuesday. 

Azl7bodT got a.DTtb1ngf I will go down the r1Yer 
and won•t get back before fb'e. 

' 
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!&at' I 

S,JI,Jrl 

Oaaonl 

B.li.Jrl 

-.-
!Oil are leartD& to diJ ror tbo rarat 

, ... 
tou will bo 1D tbo otr1oo qa1n to-diJ? 

, ... 

20 
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1939. 

• 

,.., 
D.tTII 

10.: 

-.noa.n •bue:r, BerU.a 

J'IUll 9. 15 p •• • • 19ll8 

663 

Bee •bue:r'• daapatoh Jo. 1181 of hb:rwr.ry 18, 

Although the pre .. nt acre .. ent elq)irea em Jul.y 1, 

the negot1&t1ona ~or the renal. &114 eztenaion o~ tha 

0eru.D-8111ea o1e&r1Dg acre•ent besun on .&prU 17 are at 

a atandiUU. !he SWill, howaTar, are quite oontident 

21 

that they will be able be~ore lollS to paraua4e Gen&IQ' • 

to aooept their ooll4iUona, by r ... on o~ 0.~'• n11d .. 

o~ importa &114 the ~ree •zohaJlse Wbioh 811111 trade pro-

Tide•. Oe~ hal to data re~u .. d the 811111 propoaal 

of altahtl:r re4uo1Dg the ratio o~ haa Uohallcl paid 

hitherto to thl Reiohabank Wbioh anraced G!. enuoa 
ROipt atsU 811111 h&noa per -th 4ur1Jic tha :Lut part 

ot 19ll8 &114 the nrat 110nthl of 19:59. !lla 811111 trade 

arr&lli•ent, after that o~ Bol1&114, aooordiJig to 111111 

oalO\Ilationa, prOTidlla the greateat inor••t of lilt-

obligated tree uohan~ to the llllioh &114 11114ar the 

811111 propoaale UIT inor ... a of OerliiUl illporta to 

81riisarl&ll4 will autou.tioally inorea11 thl ~rae uohallge 

aurp1ua aT&11abl• to the Qer111Ule. BoweTer, there ia 

little 
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11Ule oha•oe of a.nu,•a tau ... tDs ua uporu ta 

8w1 taerlaD4 1za the U&Z' f'lniiZ'e, aooor41Dc to tile Pwiu 

.Aabuaador.; 1a oi'Ur to •lllMk - 80 allUa t-

ot Briel 1'lm4l Ul4 up 1Jl O.mu:r u & Hnlt of 

22 

Ge~1 1 IZOIII Of puZ'~II OYIZ' 1&111 to 8wit&IZ'laa4, 

81r111 U])Ol'tl will li&YI to be fero1bl.7 rl411014 for a 1dl1le. 

!he pr1zao1JI&l, reuou 11•• for tu ua11za1 1za CleN&a 

1&111 to 8witaerlu4 are tile M1oh11 abortace of :raw 

uter1&11 1dl1oh 8wiuerlaD4 ne141 aa4 the 'boJ'oott. hr 

eu.ple, 1n re011at -the, e..uaerlaD4 11.&1 not be• abl.e 

to obt&iza U!TtlliDs lU:e 1te out-.zy euppl11e ef ca.­

aDd O .. ohollOftk Mlt lolld. hope lolld. 4utr1&a l•ber. 
eaoUDU 

!he Bw11a, 1.n &441Uon to lla1t1Jic thl ( l) of 

frll uohrrse to be .-4e &Y&ll&llle to tile M1oh, are 

&leo 11111at1Jic tll&t CIIN&a s...poru t~ e..u.aerlaD4 be 

qrl&4 n1r thl Wllole r&Jl81 of Bwi .. pro4uoUoa 1zaiU&4 

of lllizaC ooaoeatratl4 on raw aa4 Mai-n• •t•n&l• *loh 

are of apeo1&1 1zlter11t to CIIZMa u ant U4 n111t&z7 

111d.utnes of a q-.1 •Tul· 
It 11 upeotl4 tla&t tile trau u4 PllrSDte witll the 

pzoteotorate will lll &Oftr:lll4 llr aeparate prona1ou 1a 

tile propoal4 treat)- u4 1 t 11 -t;espl&tl4 tll&t tile 

a.rn.nc-eat w1tll till proteotorate will be & P11r511lU 

acre-• 

• 
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·:re·-~ lUteM ., - .. eleutq liUla -~ will .. 
tna •w-• aenar ..a ~n••dal. .... -.. Aftlal 

Oil• 

Blpe&Mil ._ 'hMnzT u lo. M t~ Be&'Ul1 all 

1Jlfoa oa...ne. 

liB 

• 
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J'R)ll: Aaer1oan •baaey, PaTh 

D.l'l'lt JUDe 9, • p .a. , 19!8 

10.1 1098 

'fOdiiT a e..t-off1o1&l DOUoe wu Pllbl1ehe4 which 

1D41oa~•• the followiDg OODYere1oD eubeor1p~1oDe ~ the 

24 

~ 1939 loa 1eeue4 llaiT 1!5: JaUoDIIl. Def- Bo!lda 1,500,000, 000; 

S 1/81> 'l'reuuzy Bo!lda 1,000,000,000 fraoe; •ichten aoDUI 

boDda 1 .. ue4 by the laUoDal Defaee Boarll 1,000,000,000J 

&:114 e1x aODthe &114 ou year 'rreuuzy Boll4e 1,000,000,000 • 

.&cau Ulere wu DO beaY)' ~re41fli oD ~he exohazlge aa:r­

u~. A aoderate •o-~ of eterlifli at 176.7• wu obta1De4 

by ~be :tuzld. !here 1e alaoet DO ah&Dge 1D ooD~uental 

ourreno1ee. ~~~ BeDtee were fraot1oD&l1y lower &114 Ule 

.. our1 v aartet wu irregular. 

WILSOI 

''l'" ' a G.J"- • ._~ .. il 

~·,: ; II { ~1 \l• 

• 
.. 
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Stc~t~ry ot StatE, 

y,"aeh1ngt01l. 

812, Junt 9 , 6 p. m. 

POR TP.~URY FROlf 9lJ'l'TERWORTB. 

CJRAX 

LORl)()'ll 

Dattd JunE 91 1939 

Rto,ivtd 2:38p.m. 

On£ . In a writtFn rEply to a quEstion askEd in thE 

Rouer ot Commons as to what ac tion B1a MajEsty's GovErn• 

mtnt proposEs to takE to EnablE ita viEW to bE rEtlccttd 

in th£ financial policy of thE Bank of England in its 

forrign rElations, th£ Financial SEcrEtary of thE 

TrEasury statEd that "thE tinanoial pOlicy of thE Bank 

ot England 1n ita rclat iona with tortign cEntral banks 

1e always guidEd, so tar as political qutstione art: ocn­

otrntd, by thE vi~ws ot His Majt:sty1 a Oa.t:rnmcnt•. 

Two. ThE TrEasury bill ratE today waa U ah1111nga 

5 . 23 ptnot aa compared with 13 shillings 1 . 65 pt:not: loat 

WEEk in epitt ot tht larger f\lnde in tht hands ot thE 

olmr1ng bonks 08 rtflto tEd in the Bonk ot England 1 a 

atotEmtnt rtporttd 1n Jll1 80!j1 JunE 8, 6 pomo 

ThE atook cxcbongt wo8 ogoin wrok. ThE torEign tlt• 

obongt morktt wna qu1tt but attrling was r othEr otttrtdo 
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- 2- #812, June 9 , 6 p. m., trom London 

Th£ Br1t1eh fund d1d not opporcntl7 dtol 1n £1tbcr 

spot or torword dollars but govt 1te support to sterl ing 

by turn1eh1ng about 115 of th£ 12~ bore ot gold dtol~ 

1n at th£ f1x1ng . Only - thrEE bars w£r£ ~r1£do 

Th£ B!lnk of Frano£ bought a small amount of attrl1ngo 

wwv 

0 3VI1 J H 

PF'~I 0 I .. Ill . 

l •JMIU ' I 10 lMUl UMl 
,,.,.,,~ ,.tt ,. .:ailtO 

fW"''t' . t .... ,,. ..0-' 
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In reply refer to 
EA 661.6331/303 

DEPARTMENT OF STATE 

WASHINGTON 

•• 

June 10 , 1939 

The Secretary of State presents hie compliments 

t o the Honorable the Secretary of the Treasury and 

encloses copies of paraphrases of telegriUIIB no. 446 

and no. 447 from the !merican DDbassy in Berlin, dated 

June 6, 1939, which have reference to Soviet-German 

t rade. 

Enclosures: 

1 . 

a. 

From Berl1n1 no. 446, 
June 6, 1931:1. 

From Berlin1 no. 447, 
June 6, 1931:1. 
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J'roal American K.albaaay, Ber1in 

No, : H& 

Datal June &, 1939, 10 a, a, 

-· 

I have been ~ormed b:y a eouroe wh1oh ia 1n oloee 

oonneotion with German trade negotiations that 1n a ehort 

time Gera&nJ w11l probably resume oommeroial negotiation• 

with Rua81a. K7 1ntoraant added that he did not expect 

&D7 important reaulte troa tbeae negotiations. He etated 

that chlring the laet two :yeara Ge~ and Rueda bad 

both expreeeed an intereet in the reetoration ot trade 

between tbe two oountriea but that there bad been no 

1nrportant reaulte. He stated that ae a matter of taot 

moat ot t be raw materials Which Germany wiahed to import 

troa Ruea1a (1nolud1ng petroleum products and •nganeee) 

nre t he products which Russia needed tor bar own a1lita!7 

and industrial development, and that 1n addition, during 

the paat two :yeare Ruaeia bad not been w111ing to turn1eh 

&D7 oonaider&ble -ounte ot material• whioh m1gbt b e used 

either directly or indirectly to i ncrease Gerraan allitary 

strength , K7 1ntormant aa1d &lao that Germ&n7 18 equally 

reluctant to turnish Ruae1a w1tb war material or machine 

toole and other products which would help Run1a t o build 

up 1ta .un1t1ona 1Dduat17. 
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J'l'oaa A•r!oan labau7, Berl111 

Jo.a 4t'1 

llatel June s, 1939, ll a. a. 

I reoentlJ' bad a oonvereation with the Soviet 

Cbarg& d1Attairee with ref erence to trade negotiations 

between Ge~ and the Soviet Union baud on the rere­

ence to t beee negotiation• which wae contained 111 Molotov' • 

epeeab. !'be Ohargl rerrauted rroa etatlng whether or not 

negot1&t1one bad aotuall.J' been reeu•d, bllt he re•~ed 

that German preee attaoka againet Ruee1a bad ceaeed and 

that the Soviet would not be oppoeed to d1ecuaeing the 

queetion or the iaprovement or trade nth Ge~, With 

particular rererenoe to the poee1b1lit7 or the purobaee 

b7 Ruella or Ge~ Mabiner;r. The Oharg& oonve,.ed the 

iapre .. ion that Sohnurer, who, at the tiae Sortet-Geraan 

trade negotiation• were i nterrupted eeveral aontbe ago, 

wae on hie ~ to Moeoow, could be expected to proceed 

to Moeoow tor ooneultation 1n the near ruture; the 

Obargl .... non-ooamitt aJ. on th11 po111t. However, there 

w.e no (repeat no) queetion, be etated, or a Gezwan trade 

ooamteeion going to Koecow troa Berlin. 

liM 
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June 10, 19)9 

To 1 The Secretar)' 

~... lliss I..arnganc . <. 

The total. Dlllber of liP! worlcera OD 

IJq JJ., 19)9, 1B 2, 598, 285. 

The decrease frao the week eDdina 

lolq 24 to the week end1n& 1lq )1 waa 101 45'7 

worker a. 
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... 111111111 
1<nl 
~6 
.Aacut 13 
.Aacut ao 
Ala&Ut :n 
s.ptalber 3 
8ept.ber lO 
S.pte.ber 17 
Sept.ber 24 

October 1 
October 8 
October 1S 
October 22 
October 29 

Jlov..t>er s 
lcrr.-berl2 
..,.,.._ 19 
IOY..t>er 26 

o.c.btrr 3 
o.c.berlO 
Deo.-ber 17 
Dec-- 24 
Deoellber 31 

1939 
Janu&r7 7 
J~ZN.a<•7 14 
JClUC'T 21 
Janu&r7 28 

Febz-c>aT 4 
Febroar7ll 
Febz-c>aT l8 
Febn.ar72S 

llarch 4 
llarch ll 
llarch l8 
llarch 2S 

AprU 1 
~rU s 
AprU 12 
AprU 19 
AprU 26 

llq 3 
llq lO 
llq 17 
llq24 
llq31 

Soazowo 1lorb Prop- Adll:lJd..nraUCIII 
J/Coat1~ 

....._.fd.,.Dia 
( r. tM • t ) 

3,fTI7 
3,101 
3,124 
3,153 

3,171 
3,197 
3,210 
3,219 

3,228 
3,224 
3,2166 
3,300 
3,346 

3,364 
3,3S9 
3,34S 
3,319 

3,287 
3,2Q. 
3,186 
3,124 
3,094 

3,070 
3,030 
3,001 
2,986 

2,966 
2,966 
3,au 
3,043 

3,032 
3,009 
3,0l.S 
3,009 

2,980 
2,906 
2,761 
2,7S2 
2,751 

2,734 
2,660 
2,622 
2,609 
2,~,; 
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1936 

MitiS PIK••w .lllllXI.S'ftW'(If 

lllaber or 'iar'DI'a ~ - llootlll7 
~ted S\at.ee 

J8DURI7 
Fel:JruarT 
Uarcb 
AprU 
lley 
June 
July 
Augwst. 
September 
October 
JIOYI!IIber 
De caber 

19Yl 
JmU~~rT 
Fel:JruarT 
llarcb 
J.prU 
llq 
J1111e 
July 
Augwst. 
Septeaber 
October 
N~cber 
Dec811ber 

1938 
JODillll7 
F el:lnl.ar,­
llarcb 
AprU 
1!q 
JUlie 
July 
AU£1Wt. 
September 
October 
~~~ 

Deceber 
1939 

J&nWII7 2, 986 
Fel:JruarT 3, 043 
l.!arcb 3, 009 
J.prU 2,751 
llq 2,~8t/ 

Soarce1 1'orkll Prosx-eaa 4dloin1at.rat.1c:o. 
II ConficleDt.1al. 

llantlll7 figures are -ul;T 1'1pru for tbe 
latest wei< or the IICIIIth. 

!bq 1Jichlde cert.1f1Ml aDd. nc:o--cert.llied 1011l'kera. 

33 

Regraded Unclassified



r ROM 

TREASURY DEPARTMENT 

I NTER O FI'ICE COMMUNICATION 

IMNt&r7 ........ tllaa 

1. I. J"ole7, lr. 

~ ~ lli.Uica t.odq U aari.1J1c a -van 

tor tiM parcllue ot , ,800,000 ~ot-t tor tM Slluta 

Du to \M ~ Carpont.ica ot Callton1&. ~ 1114 ot W. 

OCJI'IPIQ' .. $1,500,000 ~ tllul tile DGt IliAd.-. Cert.aill ~ 

taeta &pillet W. aari _.. -.M to tile DepGtMDt &114 te tiM 

Ccaptrolleir GoiDeral'• ottice. !II& lluoe ot tloeae pro\eeta II&" 

all b.- .w.l.tW b7 tM Pro-t t Di.Uioa oi tloer te tM 

I.abor Depe.rt.at .. to \M Coltpt;rollor CloMral &114 all ot tMa 

b&Ye 110M GtWl l ed ll7 tlouo otfiAN. ftle ,__ll ot leolaat.ica 
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ID?JO!W!!l!1!! to 'll!E §W!!F"ftH!I 

TREASURY DEPARTMENT 
....:X:UMMIDfT DIVISIOH 

WASHIHGTOH 

June 10, 1939 

On 111;7' 1 bide ore opened !or cuent to be u .. d 1v the Reclamation 
Serrlce in the conatrw:tion of Slwlte Daa, Calitornie. The proposal. on 
Which quotetiona were reeeind prorlded !or 

Schedule 1, 1,400,000 'b&rrela to be delivered 
durJ.nc the calender TBU 1940. 

Schedule 2 prorlded tor s,eoo,ooo 'b&rre1a to be 
daliT8red tllr<rciP the calendu TBUa 1940 to 1944. 
(!hie it. incl..Sea quatlti1;r eOYered 1v Schedule l) . 

S ehedule 3 prorlded !or the total quanti v ot 
s,eoo,ooo 'b&rre1a with VUTiDi dalinrT reqldr.-nte. 

Bide were subaitted l7r the !ollmri.nat 

The Permanent. Corporation, 
Oakland, Calitornia (Schedule 2 onl'T) 

CalUornie Portland Cement COIIP&IV', 
Loa Angalee, Oalitornie (Schedule 1 onl'T) 

Riverside CBMnt Ooa):IUV' , 
Loa .t.ngelea , Calitornia (Schedule 1 ODJ;r) 

Beanr Portlend c-llt Cca):IUV', et el. 
San Francieco, Calitornia (lll Schedulea) 

.bard of contract under thia propoaal. baa b"n de11;7'ed up to thia 
tiM on account of queationa which ban been railed l7r thoae cone....,. 
eo:apet1~ with the Permanent. Corporation. 'rho lnlbatence of their COD­

tention wee that the PeJ'MJI8Dto Corporation 'IU not ac~ producinc 
c.,..nt, that it bad no plant with whiah to produce c-t, that it wwld 
be J>ll:ra1cal.l:7 :!.apoeaib1e !or that 0 orporation to ~reot ""ch a plant in 
tillle to bepn dallnriea of e-nt 1n llarch 1940 (when the !irat daliTerT 
ie required llll4or thia proposal.) , that it did not c.,.p]J" with the Weleh­
Hialey prorlaiona requirJ.nc that a bidder aball be a resuJ.ar dealer or 
m&l!Ut'acturer of the c.._..uv bid on, end other qu .. tiona with reapeot to 
eu!tioilnq ot b<md, ablli1;r to-t epeciticationa, and the probablli1;r 
that reeidento 1n the area 1n 'tlbicb the Perii&IWlto Corporation propoeed 
to erect a aiU 'I'OUl.d atop, throucb 1ep.l. proooaaea , the eHCtion of 1uob 
& plant. 
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All or tbeae queatiODB han been diapoaed or. The De~t ot Labor 
baa beld that tbere will be OOIIpliaDce w1 tb tbe teru or tbe Wal.eb..aeal..,. 
.let, eX1d tbe COJOptroller G-raJ., to wboa all ot tbeee quectiona were aub­
mi tted on llq 241 bee bald that the award -.;r proper:J;r be Mde to the 
Permenente Corporation. 

Tbe Comi .. ioner ot Reclamation baa been in conat&Dt toucb w1 tb the 
Procuroment DiYieion and ia tboroua:bl7 in accord witb tbe dec1e1on that 
tba award aball be llede to tbe Permanent. Corporation. 

llr. fboa&a A. ll• nn1ng, Jr. , of tbe Generel. Counael' a Office, baa been 
1n constAnt conaultetion witb the ProcureMDt DiYieion and 1e likerlae in 
accord rltb tbe deciaion to- tbe award to tbe p.........,u Corporation. 

Repreaentetina of the Bea'f&J' Portland 0-.nt C~, et a1 (which 
includes BaaYer and S Calitornia .,_t coospeD1ea) ban appeenod at the 
Procuruont DiYieion on aenraJ. occaaiona, eX1d it ia Wlderatood ban &lao 
appeared at tbe Bureau or Rec:J.uation in tbe Interior Departaent, to aub­
crl. t orel. &r£~Wenta in aupport of wri ttan atetaaenta contend' '11 that the 
award abould not properl,y be ada to tbe Permanent& Corporation. 

The net result or making tbis award to the Permanents Corporation ia 
a saving to tbe Government of apProxim&tsl,y $1, 5001000. The combined bid 
or tbe 6 co!Zipaniea (Beaver et al) on Itelll 2, wbicb covers 51 8001000 barrels 
to be delivered throughout tbe 5-;rear period or construction ot Sbeata Du, 
would beve uounted to appra:d.mate:J;r $12, 500,000, aa co111pared to a total 
coot under tbe Pe..-nente Corporation bid of ap~tsl;r $11,000,000. 
These figurea include tbe bid price per barrel at tba point of production 
and tbe coot of transportation from those pointe to tbe ai ts of conetruction 
o.t the clu. 

!tforta were. Mde to atop tbe erection of a CeMllt plant by tba Pel'IIIIU18IIte 
Corporation. BOWBTer, a telegraa w.a receind on June 9 troa the Clerk of 
tbe Board of Superrloora or Santa Clara Count;)' to the effect that at'tar a 
teo dq bearln&, the Board baa """"<woua:J;r reatfirMd a prerloua decision 
or tbe Plann1na C08118&1on ot that Count;)' and or tbe Board of Superrlaora 
1n srantina a permit to tbe PeraulBDts Corporation tor the conatruction of 
ita plant. 

A a the mmeroua questiona that have arisen 1n connection rl tb tbia 
proposal have all been reaolftd in favor or the Pennanente Corporation , and 
as tbe Secretary or tbe Interior baa rorlllall;r approYed the recoiiiiD8lld&tion 
or tba Oomieaioner ot Rec:J.uation1 that an award be ll&de to Permanents, 
ronoaJ. notification baa been g1T81l that Corporation by rlra todq ot tbe 
award or contract to it, and notification baa &leo been g1T81l the Bureau ot 
Racluation that that acti011 baa be~., ~· 7 

' I ' tar. 
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FOR IlQ.IEDIATB IUll&S! 
SaturdA;r, Jun" 10, 1939. 

TREASURY DEP,\RT".mit 
\laallington 

Preas Some• 
No. 17-8~ 

The Dirootor of Procurer.ent today announooed the award of a contract t f! 

the Penoe.nent e Corpor ation o£ California for 5, 800, 000 barrele of lC~W"-heat 

37 

portland ceeent for tho Central Valley project in California , which will in­

clude Shasta Dam and other oonatl'l.lcticn, The eontract calla tor deliwcy ot 

the cement at a not coat to the Government ot $1. 901016 per barrel, or a 
. . . 

t otal of $11, 025, 892. 80 . Deliver y 11 to ba made during the calendar yeare 

1940 to 1944. 

Bide on tho propcaa"l ""re opened ~ 1 lNt eomo of the participant. pro• 1 

tested that the low bidder was not at thot tine a producer of cemont and 

had no plant with much to produce 1t. The Ccnptroller General of the United 

States, 1n a l etter to tho Secretary of the TrearJry on June 2, 1939, held 

that an a.ard I01s/lt proper ly be I!Uide to the Pen:wuote Corporation at a ea"rinr; . . . 
t? the Government of approxi=.taly U , 500, 000. 

Tlie Division of Public Contracts of tho Department of labor nloo ga-.o 

ita approval to tho awu.rd attar detcmru,t>g thot tho lew bidder controlled 

aut1'1c1ent r aw 111.tori&ls deposita to produce the 1110unt ot oa::umt required 

1n the opcc11'1cat1one and that 1t proposed t o oonatruot the neoeeaacy plant 

rac111tica . 

The C01:111i11ionor of Reclamation , IUldor whoso d1rootion the dM1 will be 

oonatruotod, rooCI!I:Iended tho five-y ear contract and Ilia notion - • apprOTOCl 

by tho s .... rotacy ot the Intorlor . 

- ooo-
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TREASURY DEPARTMENT 

INTER Ol'l"'CE COMMUNICATION 

rwoM 11. R. 1oa.ca 

Or. :reie of tile Mah ~t tele}lllau4 • SaWl'U;r ~ 

a~atill& tllat the IM11au IB4 acnM w 4ieou.• ....... t.......U1Dc a.v -t­
tore wi~ll our '1'reull.rf NJI"HilkUne, IUI4 tllat I 1I<Nl4 bMr bela Ill'. 

BaUtrW, co-ro1al Cowuoalor of tile 1\al.iu -.eey todq (.llcllldq). 

57 

Or. Jeia etreaatd the Ulpartuoe of tile Mthr IUI4 Mid tile Stat• Depart­

_,, hoped tllat it ~d be worlted ooat in a eaUafaot017 -· & uktd 
wbetller tile "'111np ... of the IteHua to 41•- •ttare -a operate 

to hold tile oue in 1\a prMmt atetu. I replied tllat it - Ulteq 

tllat 41aauas101l8 oould add l i Ule or not~W~& t o our 1ntorat1ce. OOilOemlq 

t he a1lk bOUiltiee IUI4 wwld not •- likeq, tberefOH, to ju.ltit)' 1111J 

oane1dereble del q with reepeot to that part of the oue, but, with reepeot 

to tbe oottcm, 11001 an4 leether boulltiea, I oould not 10Q' wbetbtr till 418-

""""10118 wwld denlop 1ntcrrat1ce. tlat would Junitr turtller _.1atn­
t10Dat-lqtL 

Ill'. llallerW hlepllce.td to .. bela Bew York tllie 80rD111& &JI4 

stated that Ilia &OT-t hoped our~...,. zepuemtaUna 1I<Nl4 -

to Rou to 4iaouae t ile -terra111Dc dutT Mtt are with t he appropriate 
nauu ort1c1ale. I ..._ .. t ed tllat, in new or tile peat etUtude or 
Italic ort1o1ale wllo obJMttd to oar out- in~lpUCII.I in IWJ;r, 1t 

would be deairebl e to han •-tll1nc in wr1t1Dc bela tile I\allu :lillleaq 

Uk1Dc t hat oar rtpreHDt&tiTU 10 toR-. 

Ill'. :a.u.erw 11ae ola•Mil tllat t ile prootdurM bT reeace. of 'llllloll 

n propo11 to appl:f -tarTI.Uin& d>ttiee to MHcm, 11001 IUI4 leatllar .-. 

tzao n.q are~ the polio,. or t ile It&UaD &OY~. &JI4 tllat be 

ballene MUUro8 take -t~ llan bHD woo .. atul in l~n& ooR ....... 

prootduroe. It _,. ...U. be, tbtrefore, that 4ieouaa1CII.I be- till 

TriUUrJ''• ro-ctaUTU IUI4 Italic aut llor1UM would be truittlal ot real 

1Atoi'M.Uce. wit& reepeot to tile ~UCIIlld o~1u ... 

In tile preect etate or attain, tile propriev ot a -•erraillll& 
chRJ order "PiJJIt Itallu 1111< .-. u ~~eretotOH aubiiUt td w ,.... •­
olear, We are eaUet1e4 t llat wbeidJ' preot1o11 appl:f to •- e111....,.t • or 
cott011, - 1 and bather goode, 1U14 w han bee able t o .. u.t e broa4J.T 

t he probable -•• ot tae elilla141 .. in - .,... .. wbero 1peeial 1ntora­
t1cm llu 'Me aT&i.lable. We ellould pabUell a •-terftilin& du\7 ord.er 1t 

eiaUar proudarN etUl obtain, but 1\ wUl be axb~ 4ittiolllt te 

• 
.. 
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uOft'kia ... enlaw \Man -• ttl ~ tldiM - '•• 
Cll ,ari1011lu i.qDrlaUau 81.- - ,.... .. - ..a tanntcau ... 
1D Ual;r. I ~.Une 1t ~. tiii!Nt_, tMt- Clll'- NP"'" 
.... ,.u ....... ,_ - hrU om .. to ._ -- tannau- w la­
.... ,1&& .. tM pnaat atetu ot nbal~ JII'OIII- u4 to aU ... tl! 
-.Ice o.rzouc-t• tor f'lmiN lann~&au... 
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70! noa:ouu m••n. 
llolldar• Juno 12, 1939, 

1fnohlngton 

Prt!os Sorvico 
••• 17-86 
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Socrot"'7 of the 'l'roawry llorgenthm tocl117 onnounco4 that roportl fro:> 

~bo J'oclorN. Roaorvo biUlkt 1n41cnto tbnt $415,619,1500 of Troaour:r !lot!'• of 6or1oe 

D-1939, ::w-.tur1ng Soptocbor 15, 1939, hn'Tc boon o><ch:·n,od for 3/4 porcont 

'lrc.oour:r 11otoa of Sor1oo J.-1944. 

Suhtcr1pt1ono Md c.l1ot !)OIIte wcro 41vi"ocl """DC tho oovor<ll J'cdor<>l Rooone 

J'edorol ROIOl"rO 
Dletrlc t 

l!ooton 
llow York 
Philndo1phln 
ClovolMd 
R1clmolld 
AUnnta 
Chlcae:> 
St. Loulo 
111nnorpo11t 
I meno Clt;r 
D,.u.,. 
San J'rmcltoo 
Troo.wry 

'lotnl 

-oOe-

fotnl Subocr1pt1ono 
Rocolvod ~nd J.l1ottod 

$ 9,906 , t>OO 
268 . 216 . 700 

4,485.800 
7,101, 900 
3,461,700 
1,412,1500 

96,736 , 700 
9,845,900 
2,834.000 
5,088,200 
2,310 ,600 
4,076,300 

152,700 
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TO 

....... 
SubJect: 

TREASURY DEPARTMENT 

8eon~arr rcentbau 

llr • 

!he Bua neea lituation, 
Week endlag June 10 , 1939· 

Cono1ue1ona 

(l) Bue1n••• continue• to i•pro••• with the paet week 
seeing a turthar inoraaee in ateel production, continued 
hea'f7 buJS.ng ot textile produota, a turtber gain in atooll: 
pr1cee, and an inonaaed 901-• ot t'orward biQ'ing 1D tbe 

wholesale •rote. The Publ1o Work• procru h oolliDC 
more proainentl7 into the buaineea picture, ra1aing hea'f7 
construction awarde to a new high ainoe earl7 llaroh, and 
ra1e1ng etruotural ateel o~r• to a new high tor the )'ear. 

(2) The autoJDOb1la induat~ proaiaee atrong 111pport 
to induatrial aot1rtt7 dur1ag the aeoond llal.t ot the ;rear. 
'l'he bae1o dlaand tor autoaobUea oontinuea abon production, 
retall aalee during lla7 l'llla1ned at a high lenl, and atooll:a 
ot new oar• ha•• been reduced to appronaatelJ no.-1. 

(3) Soae unoerta1nt7 ia again beooa1ng ertdent in the 
foreign p icture. Stooll: pricu in London an4 Parh declined 

laet week, and coa.od1t7 pr1cea ha•e ahown a weall:en1n& 
tendenc)', tiret noticeable 1n a 1'latten1ng 1n Reuter'• index 

several weell:e ago. Such ao•e11ente on eenral earlier 
occaei one ha•• preceded political 41eturbancea abroad. 

The preaent poaition ot bua1neea 

.Although the W.110rial D&J hol14&)' hu atteohd •arioua 
bueineu indlcea an4 a o) .. ~t obaoured the actual bua1neee 
trend, a continued ezpaneion ot acti•itJ haa been ertdent 
in eenral linea. 1'hl rate ot ateel operation& laat •••II: 
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SecretarY Vorgenthau - 2 

wu again raiaed, reachlng the hlgheat leTel in two .-ontha 
at 54.2 per cent ot capacity, aga1nat 52.2 per cent the 
previous week. Hew ordar e r eported by the u. e. Steal Cor­
porat ion tor the week ended June 1 were attected only 
al1gbtly by the hol1da7, hold1ng at 50 per oent ot capao1 ty, 
whlch comparee with the pravioue week 1 a figure ot 53 per cent. 

In upper section) we show a oompar1aon ot U. s . 
Steel the rate or operation• in the induatry. It 
the independent companies are booking new ordera at the aame 
per cent or their oapacity aa u. s. Steel, the current rate 
ot operation• in the industry appeare olosely geared to the 
volume ot orders. There seeme good ev1denoe, however, that 
the independent companiee are receiving ordere in greater 
volume than u. s. Steel. They epecialize more heaVily 1n 
automobile ateel products, wllloh were largely reaponaible 
tor the reoent upturn in orders. They have been running in 
recent months at a hlgher rate than U. S. Steel (lower eection 
of chart); and they stepped up aotivity last month a week 
earlier than u. S. Steel. 

In view of these facta, the steel situation appeare 
etronger than shown by u. S. Steel orders alone, and a back­
log of orders is apparently being built up that will tend to 
aueta1n operat1ons during the summer. 1Vb1le op1nion in the 
industry ie that little, if any, further inoreaee in eteel 
activity can be looked for at present, prellminary data show 
that operations in the Youngetown dletriot are scheduled tor 
a further 1-point increase thla week. 

In addition to the steel orders from automobile makers, 
for which specitioationa are expected to expand materially 
over the next several weeks, railroad demand tor steel ehows 
signs ot reviving, The Government ahlpbulldlng program, now 
gaining momentum, will also take a eubetantial quantity ot 
steel . The Public Works program is hltting its atride in 
aotual demand tor oonetruoti on materials, and atruotural 
steel orders last week reached a new 111gb tor the year. The 

colllb1ned demand from these and other aourcee promises to 
sustain steel activity through the summer monthe, when a 
eeaaonal elaokening usually ooours. 

.. 
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SeoretarJ Morgenthau - 3 

Automobile outlook taYOrable 

The outlook tor tile automobile induatry -- the leading 

conaut~er ot eteel in recent :yeara -- baa been turtller i• 

proved by a reduction in new oar etooka to approx1matel:y 

nonD&l, owing to a vary eubatantial detioit in ion 

as compared with &alee during Ma;y . (See Con-

fidential report& trom General llotore ebow a 

decline in factory and dealer atocke ot new oara trom 196,576 

at the end ot April to 181,015 at the end ot Ma.;y. The latter 

t1gure 111 euttioient to equal ealee tor 3.11 10-da;y periode, 

at the rata prevailing during the laet period ot Jlay, which 

comparee with a tigura ot 3 . ~ laet :rear. 

66 

Retail ealal ot automobiles in recent weeka have 

apparently exceeded expaotat iona, but the wall-auetained 

volwae ie in line with 1nd1oatione pro't'ided b:y our index 

ot 1basio demand• tor automobile&, which continue& in exoeee 

ot production. The eales outlook aeeme to assure a good 

reception ot 194o modele, and a high rate ot automobile p.ro­

duotion next tall. 

Price trenda show greater uncertainty 

Recent evidence ot a weakening tendency in eecurity and 

commodity prioea may indicate aome new uncertainty in the 

European political outlook. While stock prices at New York 

laet week .oontinued their advance to elight.l:y higher level a, 

prloaa on the London and Paris exchanges turned downward 

(See Chart g> and goverllllent bonda in tho88 countries aleo 

weakened. eneitive oommodlt:y prioee have aleo retleoted a 

change in eantimant, at laaet tor the time baing, tirat evi­

dent in the flattening out ot Reuter' a index several weeks 

ago. (Sea Chart ~.) 

On aeveral ocoaeions in the past year , an inoreaeing 

political teneion bae been tiret reflected in aeneitive com­

modity prioee, ae indicated b:y the weekly data in Chart ~. 

The German invaaion ot Auatria in llaroh, 1938, wae anticipated 

by a decline in ooamodity prioea that began 1n the tuturee 

markets two weeka earlier. The long period ot tendon which 

preceded the llunioh orieie last September wae accompanied by 

a decline in oouodi t:y priou that began in July. The aeir.ure 

ot Cr.eohoalovakia in llaroh thla year waa preceded b:y a down­

turn in aene1t1ve oommodit:y prioea beginning two weeke earlier. 

~le the present inatanoe ma;y not foreshadow a repetition ot 

euoh eventa, tile coincident downturns in etook, bond, and oo•­

mod1ty prices abroad, with nothing in the bua1naea picture to 

account tor them, directs auapioion toward the political 

hori&on. 

8 
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SecretarJ Korgenthau - 4 

Wbole!&le buring increaeea 

A eharp expanaion in wholeaale actiYitr l aet week, ac­
cording to the current Dun and Bradatreet report, givee 
ertdenoe ot a marked change in the attitude of atoree in 
anticipating neede. rorward bUTing increaeed in vol11118, and 
wae more liberal than in several IIOnths. The recent heavy 
volume of conaumer buring, which haa reduced diatributora' 
atocka eharplf, 1a oited aa an important influence. 

Salee of cotton textile• have continued the broad ad­
vance begun two week a ago, reaul ting in a considerable 
further reduction in a111 atocke of cotton goode. Price gaina 
ot the previoua week on a broad l iet of producta were sain­
ta1ned, and in eome inatancea new high level• for the paet 
several montha were established. A cooperative agreement on 
the part ot cotton 11111& to curtail producti on of print clothe 
by 25 per oent over the next eeveral montha, entered into be­
tore the recent expanaion in textile buying, hae been cited ae 
a bull1eh f actor in the cloth aarketa. The atrong z:ertval of 
delii8D.d, however, will increaae the difficul tr of carryi ng out 
auch an agree11111nt. 

Current buaineaa news 

Owing t o t he llemorial DaY hol1dfY coll1ng on 'l'ueedfY, 
which meant that in many inatancea llond&Y wae alao a eemi­
holid&Y, seaeonally adJusted indexes were generall7 lower 
during the week ended June ). 'l'h8 New Yor k Times index for 
that week dropped 1.6 pointe to 86.0, with all co11ponenta 
lower except eteel production. During the f ollowing week, 
prelill1narJ data show eubstantial upturn• i n automobile and 
steel production. Automobile production at 65,265 unite, 
was double the figure of the week before, when atrikee and 
the hol idaY oaueed a draetio curtailment . 

Engineering conetruction awarde tor the week ended 
June 8 were fourth higheat of the rear , and reneoted a h1gb 
voluae ot private ae well ae publi c awarde . Private awarde 
were 102 per cent higher than in the correeponding week of 
19)8, pr1maril7 becauee of a large volUIIe of induatr1al 
bu1lding. Publ1c award•, which are about three tilllle ae 
large ae private, were 73 per cent above a year ago. 
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June 12, 1939 

FOR THE SEORE'l'ARY: 

Interest Rates Charged by Banke 

1. Reports made to the Federal Reserve Board by 
92 banks in 19 large cities oovering new commercial loans 
made duri ng September 1-15, 1938 and 1-larcb 1S:31, 1939 
show t hat: 

a. The average interest r ates charged on 
commercial loans made during March 16-31 were 
2 . 23% 1n tlev York City, 3.ol!~ 1n seven northern 
and eastern cities and 3. 80~ in 11 southern and 
wes tern citieo. These ~larch averages were from 
U to !~ higher than the averages reported for 
~sptemSer 1-15, 1938; the Federal Reserve attributes 
t his rise to seasonal factors. 

b, Although 40% of the money loaned by banks 
outside New York City i s loaned at rates under 3%, 
70% of t he borrowers pay rates of 5% or more, indi­
cating that tho more numerous small commercial 
borrowers pay oonsi derably higher rates than the 
borrowers of l arge sums. 

o. Of t he loans made by the banks outside 
New York Oity, those made at 3~4~ averaged about 
$20,000, those made at 4~5% averaged about $13,000, 
those made at 5$-6% averaged $6,000, t hose made at 
6%-7~ averaged $2,500 and t hose made at 7~ or more 
averaged $1,000. 

(These are t he only statistios available which show 
interest rates on strictly commercial loans, includi~ com­
oeroial loans for capital purposes. The figures given 1n the 
following paragraphs are for all loans, commercial, agricultural, 
personal, mortgage, etc.) 

2. Federal Deposit Insurance Corporation computations 
show that: 

a. During 1938, 72.7% of the insured banks 
rsali~ed earnings on their t otal loans and discounts 
at rates from 5% to 8%. Fifteen percent ot the in­
sured banks showed earnings on loans and discounts 
at rates higher than 8%. 

• 
... 
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b. On the baeie of 1938 f1guree for ineured 
banks not Federal ReeerYe ... bere, the ratee earned 
on loans and d1ecounte deoreaeed ae t he ei~e of the 
bank or the 11&1 of the b&Dki e oomaun1t7 i ncreaaed • 
.Ut.h.ough tbe~e f1gurea ind1t'ate that amali b&nlta 1n 
small centers charge the h1gbeet ratee, thie fact m&J 
be due to the greater proportion of pereonal, mortgage 
and &1m1lar h1gh-1ntereet loans 1n the small banke. 

o. Jiguree for 1naured banks not Pederal 
Reserve member• during 19361 1n41cate that the rates 
earned on loans and 41soount:e decreased aa the number 
or banks in the communl.t7 increased. 

3. 'l'he Comptroller of the Ourrenc7 computes the 
average 1ntereet earned on loans during 1938 b7 all commercial 
banks at 4. 38J'. 

73 

4. The Oomptrol1er1 e Office p1oked at random 300 
•oountrr• banke and compiled t.he highest, loveet, and 1usual 1 

rates of 1ntereet charged ae lhovn on the examiner•' reports. 
'!'be range or ratee thue lhovn 1e f or all t7Pes of loans, not I 
merely commercial loans, and the meaning of t he figures 1e 
fUrther reduced b7 the fact that the examiner merelJ goee on 
the banker's word with no ver7 oaretul det1n1tion of terms 
auoh as •usual rate of intereet.• '1'h1s compilation above, 
however, that : 

a. The •average usual rate• oharged b7 these 
300 banks vaa 6. 63J'. 

b. The h1gbest ratee reported varied from 6J' 
1n the New York and Philadelphia areae to 12J' in the 
San Frano1eoo area, averaging 7.MJ' for the 300 banks. 

c. The lowest ratea reported varied upward 
from *-"· averaging 4.14J' for the 300 banka. 

5. Rates of interest charSed b7 various rarm Cre41t 
agsno1es are as f ollows: 

a. The federal Land Banke 1 maximum baee rate 
1e ol!J' on loans made through National r arm Loan 
Aaeooiation• and 6J' on direct loans, but Ocngreee has 
temporarU7 reduced each of these base rates bJ lJ'. 
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'b. !be ae:dmm 'b ... rde tor LAD4 8aDk Ooll­
a1aa1oner loua 1a ~~~ 11hJ.oh baa 'been l'Huoe4 'o ~ 
tor a tespoJ'aJ'7 period. 

o. !he uz1aua 41aoount rate at tba P'e4eral 
InteJ'IIIed1ate OJ'e41t banka 1a 1·~· 

4. !be ~ Pro4~o,1on OJ'e41t Aaaoolatlon 
rate 1a "f~. 

e. 1\at .. nov belJ18 obaJ'ge4 b7 banltt t or oo­
operatl•e• are ·~ tor phJJ~Oal tao111t7 loana, lj~ 
tor ooamo41t7 loans and at~ tor aerobaDd1e1J18 an 
operating oa~ltal loana. 

t. l:llergenor orop and teed loan• are being 
aade at·~· 
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Pe.raphraee of telegram dated June 13 , 1939 fro. 
.vaerican .f.llbaeee.dor, Rio de Janeiro. 

secretary of State, 

'll'aahington. 

German f1rlll8 laet Tburaday and Friday bought around 

23,000 tone of Sao Paulo cotton cauaing a audden shortage 

of eJ;port billa of free exchange, to which baa been 

attr ibuted the weaken1na; of the milreh on Saturday laat. 

Formerly moat of these ealee nre ~~&de in free e.xchange. 

A preiua of more than five percent abovw existing prices 

waa paid by the Germane , wbo obtained moat of the unsold 

84 

• 
crop. The BaDlt of Brazil endeavoring to prevent fUrther , 

ealee in blooked currency now, today eat the buying price 

for German ccapeneation marks at 5.650 milreh, the f ormer 

price being 5 .700 • 

.f. fUrther reduction 1n the pric e of t he milre1e h 

f eared by banking contact a, eince the aeaaonal eale of 

t hie cotton i n free exchange baa nearly ended and export 

billa in the fUture will be mostly liaited to coffee, an 

uncertai n faotor because large overproduction baa b r ought 

about an unfavorable t rend in prices. This downward move-

ment of coffee prices baa given r1ae to r eport s that 

meaeurea ~~ay be taken by the Gonl'!lllent to stabilise coffee 

pr i ces. 

The 
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!be BaU: of Brasil'• e:r.chnae poeU101l h weeltcing 

1Ul4 oa.plioaUOile •1 be e~~;peote4 1f ootf" prioee 4o not 

111pro·u or ~hce h no re4uoUOil in i11por~ ~ra4e. 

T1ren1iy ailreh are now being paid bJ t he banlte for 

&xpor1i billa and they are .. l ling a~ 20 .100 ailreh ~o 

pay for 111p0n bille. 

Jlotift c-erce. 

0 t ·~ I J :) i II 

I• .r .. ua 'I'W•• .. l 
. .. !9tr~ tJt t. .,.,...) 

.... M .. ~-=-t~ot 

OuriRY . 
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PS 

Secretary of Stat£, 

Washington. 

821, JunE 12, 7 p .m. 

FOR TREASURY FRO!ol BurTERWORl'B. 

GR.AY 

London 

DatEd JunE 12, 19S9 

REe ' d S:l5 p.m. 

Uncertainty about thE international situation has 

somewhat 1nert&std with thE prolongation e f ~hE Russ ian 

nEgotiations and dEVElopmEnts in Danzig, ConsEquEntly 

tht London Stock ExchangE was wEak t oday and war loan 

86 

• 
for ExamplE dtolint d .S/16 to 94 7/16. HowtvEr, stErling ' 

was inclintd to bt b i d in thE trrms of dollars and thE 

ratt which optntd 4 , 68 5/16 closEd 7/16, or thE 104 

bars aold at gold fixing 7 wErE marriEd and a few wErE 

suppli Ed bf thE British fund , 

KLP:G\11 

0 3V IJ;}J ft 

Pr'!l ~ I 1'1111 

1jf] tt iM.AqMf rl' .. ;. ,, 

("..,r 'ti'H1 1"' • r t 

'"" 

JtE!INEDY 
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Start tary of Stat£, 

flashington. 

cll3, JunE 12, 6 PoMo 

F<'R T~E TREASURY 

GRAY 

Par ill 

Dated Junt 12, 1g3~. 

Rta ' d • 2 t24 P•~• 

87 

Littlt businEss 11as transacted on thE ExchrulgE mo.rkEto ' 

ThE fund obtainEd n SMall QJIIOunt of dollars through Chasto ,.,. 

Continental currcncito wErE slightly VTEaktro On t hE 

security marktt rtntts improvEd slightly after n Vltnk 

opEning. OthEr s t cur1tits wErE almost unchnngtdo 

RECEnt rtqutsts to intr oduce additional gold mining 

shnr t o on tht Paris Stock Excho.ng£ ho.v£ not btEn approvEd 

accoreir~ to tht financ ial press , It is said tho.t thE 

Pr tnch authoritiES in justi fication or thEir rt.fusal point 

to tht txnmplt sEt by London in discouraging thE purcbnst 

of Amtri oan sbnr t s and i t ls addtd that tht FrEnch authori tiEs 

remain opposEd to incrEasing facilitiEs for capital to 

lcavt thE country., 

(END SECTION ONE) 

WILSON 

CSB 
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Secretary of Statt!, 

\Yashi'lgton. 

GRAY 

PARtS 

DatEd June 12, 1939 

REo 1 d 2:34 p. m. 

1113
1 

JunE 12, 6 p . m. (SECTION TWO) , 

ThE financial press is urging thE French Goverl'llll£nt 

to block sufficiEnt of thE Spenish SOld t.zld t::re to 1n­

dtmrl i!')' thE Government for the coa t of maintaining 

Span\ sh refugees and to indemnify French c1tizrna for 

l->e& ~ o oaustd by the Spanish civil war . 

On thE whole thE tone of the FrEnch press has been 

moderatE and c~utious with respect to thE B 1 Smatter 

o.nd baa not supported thE extreme views expre~std by 

AOEFCE ECONOUlC, sEE my telegram No. 1047 of Junt 1 , 

Aa an cx~p~E in thE first inotnnoe Oooton Jcze , Profcs• 

oor or Public Fl.n.r.net a nd Public tt-w nt thE UniV£roity 

88 

of Porio , recently cx~rcoocd the opinion 1n L1ERE NOUVELLE 

that i t woul.d bn'lt bEEn d1fr1cul.t tor thE B I S to hove 

oeted otherwise under ito exioting otntutco and thot thiG 

inotitution bnd been unjustly o ttncked, In his view it 

was obourd to dtmond ito oupprcosion. 
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StorEtary of State , 

~aahi"lgton. 

GRAY 

PARIS 

DatEd JunE 121 1939 

Rto'o 3:09p.m. 

1113
1 

Jun£ 121 6 p . m. (SECTI~N TPREE) 

NE vErthElEss h£ considErs that provisions of thE 

3tatutca :or arbitration could havE bEEn utiliz~d. ThE 

bullEtin quotidian of thE Sl•CHTE D1 ETUOES ET D
1
IllFORJIA• 

TIONS ECONOUI~UES EXprESSES t hE v icw· tbat such a politi• 

89 

oally neutr al organization, poaaEsoing a tEchnical EX­

periEncE of tEn years , could rtndtr important sErv1cts in 

o genEral economic and finonc i ol sEttlcmtnt, end that it 

would bE possiblE to improvisE such an orgonizoti on. 

(END OP UES~AGE) 

CSB 

IW~I ~ I ,.Ill . 

1 -)·11~10 VMU1•·~1 
,,.,....,..a tift •il ~IK) 

,..._.: ... tl~ 4\hlt 

\"IlL SON 

• 
.. 
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Secr etary or State, 

Washington. 

1123, Junt 13, 8 p . m. 

POR THE TREASURY. 

GRAY 

Par1s 

DatEd June 13, 1939 

Rto 1d 2 140 p .m. 

According t o thE Prcnch pr t as no of f ! c i al communique 

was iuutJ. after tht monthly mttting or thz boa1•d of the 

B.I .s. yesterday. HowEVEr statEmEnts rr~ "authoriz Ed 

quartErs" art quotEd to thE Effect that whilE livEly 

discuss i on took placE b EtWE En thE Governors or thE 

Central Banks and thE mEmbtrs or thE Board on t hE subjEot 

or t h t Cztch gold transfEr thE Board hEld t hat it was 

a normal transacti on f alling within t hE competEncE of 

t he managcrmcnt and t hErEfore i t did not officially 

examinE the quEstion. The correspondent of AGENCE 

ECONOUIQUE at Basel understands tha t t ht gold was 

t ransCtrred soon after thE occupation or Prague but that 

t he publ ic only lEarned or thE transact i on later following 

"an i ndi scrEti on• , JOURNEE INDUSTRIELLE also carries 

s imilar information and adds t hat tht requEst for transfer 

was madE by t hE offic E i tsElf or the deposi t ing bank, 

which signEd thE notE or dtpos i t , anJ. that furthermorE 

when 
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whr.n t hE rEquEst was madE thE National Bank of 

CzEohoelovaki a was still off1o1all1 1n Ex1sttno£, 

A morE chEErful ton£ prtva11td on tht ExchangE 

and sccu~i t1 markEts toda1 and tradi ng was on a largEr 

scale, Exchange quotations varied litt le cxctpt as 

conctrna t he bclga which weakened on f air sized 

of fcra of thot currcnc1. Rent t s and variable revenue 

sccuriti4~ made frac t ional ga i ns , 

CSB 

031/ l .l:) JII 

Pf'l/1 I I '" 11 

•• ,. ,,.. ,lu Ylltt•• •aT 
t•~ -.l .Ct '-. Olo1f0 

Plt'-1 ' ... ....... , ~, 

VIILSON 
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SEcrEtary of State , 

Washington, 

82~, Junt 13, 6 p . m. 

GRAY 

Loll4on 

Dated ~une 1~, 19~9 

RE0 1d 2:15 p ,m, 

32 

FOR TREAS mY PROM Bt71"1'ERWOR'I'H , 

On£. A.sked in the Houat of C0111111ona this atttrnoon 

whtthtr ht would considEr thE advisability of promoting 

legislation to convtrt tht Bank ot Englnnd trom a 

privately owned body into o. state' institution, provid­

ing tor the o.pp~intmtnt ot. th£ govErnor and the deputy 

govErnor by the GovErnment and sEtting up o.n advisory 

council rtpresEnttng the GovernmEnt , industry, commtret , 

labor and thE dEposit banks, the ChAncellor ot tbt 

Exche~uer replied, •No sir" . Asked further whether hE 

did not think that recent events have shown the great 

tmportanet of closer association betwEEn the Govcrnmtnt 

and the Bonk of England in tact o.a wtll ae in theory o.nd 

whEther it is not thE cast that lcgialation on thesE 

linea has bEEn recomocndtd by mtmbera ot o.ll partite , 

Stmon answerEd, "My answer to the original quest i on is 

still no•, 
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FS 2- No. 8215, JunE 115, 6 p .m. from London 

Two . Today thE London accurity mnrkcte wErE again 

wtak. For ExamplE, war loan lost 1/16 to closE at 

94 3/8. In thE forEign EXChangE mnrktt thE dollar 

was offErEd EVEn bEforE gold fixing but thE amount 

of business i s illustratEd by t hE fact that thE 

l argest dollar brokErs had not done a dtal by 11 :15 

a .m. ThE British f und t ook a f Ew dol lars at 4 . 86 9/ 16. 

Gold wan fixEd at parity and of thE 212 ba rs s old 34 

ttErt marriEd, t hE Brit ish fUnd supplying a fEW • ThE 

bt l ga was not ably wEak . 

OSB KENNEDY 

I IOII'U1)1J . , ., • tt 
\ .. ~ ..c.... .r) 

M' • "t ..... 

• 
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June 1:1, 19:19 

FOR TilE SECRftAJIY: 

SubJect: Loan• to lllaall Bu.e1neee 

I am at t aching an excerpt !rom a report made to 

Secretary Hopkin• on Haroh 27 by Grosvenor Jones, Chiet or 

the Finance Division or the Bureau or roreign and Domestic 

Commerce. This report vas intended tor delivery to the 

President at Warm Springe 1n April, but Mr. Jones thinks it 

never reached him. 

This excerpt ie eign1t1oant, I believe, because 

it ehowa one ot the sore spots in the Government's present 

systeo ot mak.ing business loans -- a sore epot wbioh, it the 

Commerce Department mail is any indication, causes most or 

t he vocal complaints about laok ot business oredit. 

The excerpt indicates that small retailers are the 

cost frequent oompla1nanta about Government aid to bueinese 

at the present time and that they have received comparatively 

little help trom t he RrC (lese than :1~ ot t he RPO business 

loan a). The RPC, aooording to the excerpt, ascribes tb1e 

defi ciency to the tact that a chattel .ortgage on retail 

goode open tor eal.e is not a 1praotioal1 security in most 

States. Theretore, the untilled credit demand vhioh results 

ln the moat vocal protests is oaueed by an inadequacy in the 

legal machinery. 

I have tal.ked v1th t he 'freaeury lavyara and get 

the i~~preuion that th1e d1tt1oulty 1a not 1neUl'laOuntable. 

94 
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!be loan• probabl;r oou1d be IUAe 1ll - otber ton ~ u 

chattel mortgage loan• 1t neoe .. ar:r. I augaeat tbet auoh ot 

the demand tor ora~U a1ght be aet 1t the 1110 l1bera1Ue4. Ua 

praot1oe ot 1ta own ?ol1t1on or waa g1?en a Oongreee1ona1 

~te (perbape 1n the Mead 8111) to do eo. 

UD 
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taken troa 
a 

Xe11orandua h lleoretarr Bopkl.Da 
by the P1nADoe DiYiaion, 

Bureau ot Foreign and Do11eetio Co111111eroe, 
Xaroh 27, 19:59. 

• • • • 
(a) Department ot Commer ce oorreapondenoe -- The great 

bulk, perhape :5 out ot "• ot the letters r eceived by t hie 

Department have come troll aaal.l retailers, located tor the 

aoat part in the smaller cities and towns, Apparently t he 

suddenness ot the r ecessi on in 1937 and its unexpected dura­

tion caught many ot theae retailers with increased 1nYentoriee 

which t hey either could not moye r eadily or Which they bad to 

reduce at a lose. It is eYi dent t hat t heir working capital 

position has been 1JDpaired tor the reaeons just etated and 

generally aleo because their accounts receiYable baYe piled 

up. 

From the sketchy i ntormation giyen in their l etters, 

it would appear t hat moat ot the smaller retailers baYs tev 

or no assets other than t he goods on t heir ehelvea plus s011e 

alow aocounta reoeiY&ble. 8o11e eYidantly owned t heir own 

ho=es since they reterred to loana trom t he JBA. (Reterenoe 

to home ovnerehip, hovenr, vaa seldom made . ) 

96 

Ot the lettera reoeiyed by the Depart11ent, tew oa~~e troll 

&mall manutaoturera, such l etter• being greatly outnumbered by 

l etters trom tlour and teed merohanta, and dealers 1n lumber, 

buUcUng materials, and coal. 
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Except in the few 1Detanoee were the writer• 

~n1ehed t1nano1al statements, it vae impoaeible to deter­

mine, on the baaia of the 1Dfonu.tion t'Urlliahed, how ore41t­

vorth)' these inquirers a18ht be. But the writers of th1e 

report got the impres sion that oomparatiYely few of the 

J)epartment '• correepondente oould qualify for a loan fro• 

the RFC. In a number of instances, i n t act, they had applied 

to t he RFO and complained bitterly that their application• 

had been reJected, In th1e connection it hae already been 

obserYed t hat loans by the RFC to retail trades during ita 

entire exiatenoe'up to December 31, 1938, totaled only 

$10,760,000 - a negligible amount. The reason tor th1a 

eltuat1on lies largely in the fact that many retailers have 

only t he goods on their shelyee and slow accounts reoeiYable 

to orrer ae eeouri t:r. l'urthermore, it they are to continue 

1n bue1nesa, t hey must be allowed to continue sales out of 

their stock, replenishing it with new goode . But, according 

!I 
to a oomprehene1Ye atud;r b;r t he Legal Division of t he RFO, 

there are only 8 States where a chattel mortgage on fluctuat­

ing stocks of goode exposed for aa1e constitutes an acceptable 

aecu.r1ty deYioe froa a practical poi nt of Yiew. In 9 States 

such a mortgage ie abeolutel;r invalid, and 1n all the others, 

including the Dietrict of Oolu.abia, the steps neoeeear:r 1n 

I/ Thh study waa intended for the Corporation'• own use and 

presumably should not be giTen publioit;r. 
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order to uJ.nta1n a ftlJ4 and etteot1ft lien are too 

ooCIPl1oated and e:r;pendft (or too UDOertaln) to be praot1oable. 

The e:r:reot o:r t he law 1n .oat atatea 111, t herefore , to depr1ft 

reta1lere of the pr1no1pal aoour1tJ theJ haYe to otter • 

• • • • 
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TREASURY DEPARTMENT 

INT ER 0FI"1CE COMMUNICATION 

DAT'C 

fO 

·- lQf 701[ iatorMUqp. 

Farther beeri.DCe wwe llel4 todq bJ the Bubc~ttee ot the s-te 

c-ittee en Benk<nc and Cwz-, llh1ch 11 ~ the 11ee4 11ll. 

ar. !:4wud 1. ~~ro~m, a -ber or the r..s.r.J. A.trl~ eo-u or the 

Podtral S.NrTe Syetea and Prel14ezrt. ot the P1ret kt.10Dal Beak ot Cbiaqo, 

ree-.iocl tb&t the propoh4 lecilllat.1cn be not enacted. It 1a bia belUt 

lllat there ue ~no -u or ...sha -.1M4 lnllliMaa cterprUea ~­

toclq C&DDOt obtdn dtllm- aloort or loac tea oredita U t.llt~r ou ci.,. ..__ 

able aasarance ot repe1inc tb4a. Be eteted thet 111tb1D the paat tift ,..ua 

c-.rc1al. baDka Mft 4~ the ,....,Uce ot aJd.Di tea loena, 1. e., l­

far rtltt.1~ lCIIIC poriocU, and 1n e&Ut.ica ot .....-'nc abort tea loua. 

Be ateted t.Mt tM. bill cl.oea not 4Ut.,..t.1ete bnften rial< or propr1ef.u7 

capital, llb1cll c~ 'buka ere 1n no e....,t jutu1ecl. 1n ate=11nc, and 

ord.1Dorr ·~ bull: credit 11b1ch ia tM1r lectt.iata ocac...,. bat a~ 

U.. probl• ot hnaiebinc buineN ~· 111t.ll propr1et&r7 capital •• 

thoucb it -. o1'41De.r7 c-..1.al bull: oredit. Be ccaoecl.ecl. thet ..U and 

aocl11111 abed buiMaa enterpri .. a heft - 4Ut1cnlf.T at the present U. 1D 
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J!I(Jr: Hello. 
s~a~~er 
venea: Hello. 

!!MJr: xee, S1111111er. 

June 13, 1939 
5:M p. a. 

:25 

v: Henry, I didn't h&Ye a obance to aek you at the White 
Uouee . The National Geographic Soo1ety and the Uni•er­
aity or Virginia art a little perturbed because you 
haTen•t yet signed the order tor that Coast Guard outter 
t or tha t expedition. 

i!)(Jr: It oleared ay desk laet veek. 

V: It didt 

I!MJr: Yeah, but I 'll cheok up on it. 

V: Well , I -- I ' m eorry to bother you, but they wanted to -­
to get under vay and they vere atra1d ••••••• 

KMJr: Well , I •. •.. .. 

V: ••••••• that something might have turned up. 

HYJr: I don' t knov. I'll aee that it so•• out, vberenr it 11, 
t onight . But it oleared my deek laet veek. 

V: I eee. '1'b&nlt you nry muoh indeed. 

I!I!Jr: o. !C. 

V: Oood bye. Did you get the me110r andWl all rigbtt 

(Secretary hung up without hearing Welles' question.) 

.. 
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June 13, 1939 

After the ceremoniee in the office of the 
Secretary of State, th1e morning, when the agreement 
to f urnish ored1te to the Paraguan Go.ernment wae 
s1gned, I spoke to Hull and aeked h1m what he would 
advise~ doing about Berle1 e talking on fiscal and 
monetary matters without consulting me. 

Hull 8&14 that be bad known hotb1ng about 
Berle1 s stateoent on the Hill in ad.ance. He said, 
1You know, the President only consults me on domestic 
matters. There are people like Serle and Sullitt 
who are oloser to the White House than I am.• He 
said that he would talk to Serle and tell him that 
1 wa1 d ispleased at b1s d1scues1ng fiscal matters 
without first consulting with me and that he would 
ask Serle to come over and eee me. 

Welles asked me to stay behind. He seemed 
very much annoyed that I could not see him at three 
o'clock today. However, he let me read a memorandum 
from Feis on the proposed meeting of Treasury repre­
sentatives at Guatemala in November of this year (copy 
attached hereto) and I appro•ed it. 

I 
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•. 

!l!:::"i'!NO OF FISCAL AND MONETARY 
,&DVISO!'.Y BOAIID 

June 13, 1939· 
11:35 A. M. 

Present : 

tee lee: 

H.!!.Jr : 

Ecole a : 

M.ll .Jr : 

Oeli!.I\O: 

·.rru.te: 

H.H.Jr: 

Eeelu: 

Cur rle : 

!:oelee : 

l~r. Eccles 
Hr. Delc.no 
Mr. Smith 
•tr· Bell 
}lr. Haas 
l«r . \'lbl. te 
~tr . currie 
Mr. Dutr1eld 
Mr. Foley 
Mr. Hanes 
Mr. Gascon 

Where are ve, Marriner? 

lfe d1dn' t even ge t started. Ue 1 ve only been here 
t i ve n1nutes and we haven't ••.. 

Haven't solved anyth1ng? 

Haven ' t solved a thlng as t ar as I'm concerned. 

\iell, why don 't we do 1t th18 way? Let somebody 
else otart. Have you (Delano) got a program? 

No. I offered a small oontr1but1on to this com­
mittee ' s t<ork, but I don 1 t think 1t got very tar. 

The general 1dea was 1ncorpo ra ted - I mean many 
ot the i deas here are patterned atter 1t. 

Have you (Eccles) got a progro.m? 

Well, I•ve got some t hings 1ncorporated 1n here. 
I d1dn 1 t undertake to mftlte a separate program, 
because Currie and \fb1te have been vork1ng together 
on this. And or course, I 1 ve talked to Currie 
about my i deas and they 've 1ncorpornted them, 
exoept •.•. You've got t h1s railroad equ1pnent 1n 
here , haven't you' 

Yea . 
Everything I have is incorporated 1n t his general 
program, w1th the excopt1on of th1s Soc1al SecuritY 
thing, wn1eh of course - on which I know your 

• 
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H.li .Jr : 

!loclU! 

H.M.Jr : 

llcclee: 

H.M.Jr : 

Eccles: 

iftlite: 

Eccles : 

H.M.Jr : 

Sccles: 

Eccles: 

H.l! .Jr: 

- 2 -

nosition and you know mine. That ' s the only 
thi ng I have that i sn't •••• 

Well, we could give him that ae a supplementary ••.• 

Yes, that 1e right. 

\vall then, if that i s so, may I read this, because 
I haven ' t seen this? 

Well, I haven't until just now. 

Shall we read it out loudt 

:31 

I think that ' e the only thing t o do, only way to 
get anywhere. Our problem - it" a question of 
selection here. \le 1 ve got a program here that 1s .... 

That's right . • 
From what the President said when we were over there -
he BPid l·/8 ought to oon1'1ne it, you recall , to three 
or four, not to exceed f i ve, items; so our problem 
here is one of selection. ·· 

Then subsequent ly at lunch he sai d he hoped ~hey 
all would be sel:!'-11qui dating. 

'Jell, that 's- yea, that ' s right. I think that's­
the whole thing has been built pretty largely on 
that basis. In fact, the gi st of our discussion 
over t here was to develop a program that could be 
financed outside the budget. 

Well, shall w start i n vith number one and then 
go down the list! 

Yes, I think - I'd like to see us s t art, go right 
through the thing, j ust to familiarize ourselves 
in a general way, then come back and undertake 
to select end see which we oan eliminate. 

All right. I'll read the thing, if t hat ' s agreeable. 

•1. Extension of the United States Housing program. 

1 2. Reduction of FHA maxi cum i nterest froc five to 
four percent. 
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Oel..no : 

!1. l:.Jr: 

!lhlte: 

H.!!.Jr : 

\lh1te: 

- 3 -

"3· Temporo.ry Dwelling Authority tor a tour-year 
privat e enterpris e program involving an nooro­
pri nt1on tor administration and subsidy cost e 
of t'lve hundred million dollars, 1t the ten billion 
dollar program is compl eted. • Te.n billion dollars' 

Four-year. 

\fhat is a tour- year .•.. 

It you'd like - there ' s a cecoranduo on each one 
of these 1tecs - some are brief , aome are long ­
the oemora.ndum on that i s rather brier, two pages, 
explaining vh&t that is. 

;iell, 11he.t is lt , Just before ve go on; I never 
he~ of l t . This is a nev one. 

:.32 

Yes, this is a neu one . I t is an attecpt to set up 
a houeing authority 1nth the sole objecti ve of 
achieving a ten billion dollAr construction program 
during the next tour years by private enterpri se, , 
with cpeoial emphasi s on low-ooat housing. The i dea 
vno that from time to time there have been numerous 
suggeeti ons of things which might be done to promote 
houeing, some requi ring speciAl pollers , others 
merely requi ring speciAl at ten t ion, but each one of 
the suggestions hitting at one of the obstacles to 
housing: wage cost&, caterialo coste, transportation 
coats, questions o~ coordinatipn of various agencies, 
et cetera. So '41u>t t.:e did vaa to crente this 
authority, which i s part or.a comprehensive b i ll 
vhich the legal stnt't 1e drnving up, and give lt 
every one of the p011ers that we could think ot that 
s truck at one ot the pnrtioulnr points, and with 
the sole obJective ot getting the housing done. 

llott, they don' t interrert' 11ith the FHA e.nd they don 't 
interfere with the USKA. Those continue to go 
on. And the t hought was thAt it we could get an 
aggressive admini strator with imaginati on enough to 
overcome these i nnumerable obstnolea , it i s qui te 
possible that he could incroaso expenditures on 
housing from two to three billion in l94o, if he 
uaed these various powers end 1t ho a ttempted to 
remo·1e or reduce the oppoa1 tion to building ari s i ng 
from any one ot a great number of causes. 
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llhlte : 

Eccles: 

\'/hite : 

Eccles: 

~l'J. te: 

l!.M.Jr : 

'WhJ.te : 

!:eel eo: 

- 4 -

Explain how be i s going to overcome that opposi tion. 
I take it that pnrt or t his subsidy is one or the 
monns - through ~IYA and tbingo or that k1nd - ot 
reducing the oost t 

llell, yes. There ' s a l i st or - he 111 make l oans to 
respons i ble private individualo, corporations, and 
local governments tor t he construction o! low- cost 
housing at rates equivalent to t he cost or borrowing 
by the United Stetes Oovernoent on s1m1lar obliga­
tions, with power to amortize the loans over a 
period or not exceeding !i!ty years, !i! ty years 
or l ees. And t he loans are not to exceed ninety 
percent o r the total cost or construction and the 
acqui siti on or land. 

That i mmediately gives them new powers. They can 
lend money at anywhere trolll a h4l! percent to two 
and a hal t tor a s i milar p eriod or years. 

This would be only to dttelling authorities, though, 
Georget 

Th1s part icular authori ty would be able to make 
loans to all!lOst anybody - I th ink it ' s anybody. 

Vell, yes, but or course - you say that doesn ' t in 
any way i nterfere with FRA or \tlth United States 
Housing. It h1ts them right square i n the mi ddle. 
I mean i t's • • . • 

llell., one or the obJectives here would be that they 
would have t o deten:~ine whether USHA or FRA .. -ould 
te.ke care or that particular s ituation • 

• 
Whose bra1n- ch1ld i s thie t 

Th1e ie - I 'll claim parenthood to that partially. 
I t's a good idea. I didn't expect it to get in. 

(Hearty laughter) 

I ' ll admi t i t s being a good i dea. I mean •••• 

\loll, I. ••• 
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ir'!lite : 

Eccles: 

:ccles: 

:lhlte: 

'Jhi te : 

.. 

- 5 -

\/ell , you either want t o get housing done or 
you don ' t . If you do •• •• 

I think a couple years ago it we could have done 
something like thi s, when 11e talked about sub­
s i d ies •••• I 1ve talked about eubeidieo on housing 
tor five years, out we just neve r got anywhere . 
:1e tried to get the Federal Houeing amendments -
those we di d get a year and a halt ago . \/hen the 
President aosigned ne the job or trying to work 
on a housing program, the one oond1tion was that 
1t wouldn 1 t cost the Government anything. 

134 

\/ell , that ' s the cond1 tion whioh thi s presupposes. 

I~ you ' re going to bring into this a bi g subsidy, 
it wi ll be somet hing thAt he up to the present ttoe .•• • 

There is no subsi dy involved here. The five percent 
is mostly administrative costs and others. The 
losses are not included. 

The approach to this is simple . You can either 
aooept it or rul e it out. It was t hi s , that there 
cnn be, has been over t our bi llion dollars worth 
or housing in t he course or n year; and we t ook 
every po11er and every suggestion t hat has been 
made over t he pe.et rew years and included that in 
th~ e.uthor1ty to be granted this new hous ing 
authority, with the expectation thAt if anybody 
could ge t any housing done through any powers 
and still recain self-liquidating, this authority 
could do it. If t his i dee is rejected, then the 
alternative i s very simple. You depend upon the 
USHA and the FHA to ge t you the amount or housing 
t hat you 1 re going to get, and that will oean 
t'"l billion or eo a year, vh.ioh i s all right. 

llhat do you mean her e by •and subsidy costs or 
five hundred million dollars"' 

1/ell , there are some subsidy elements in this. Thsy 
use NYA labor tor certain purposes - '.fPA and NYA 
both. 

Juat to the extent ot rive hundred m1ll1on dollars . 

·= Regraded Unclassified



ldhlte: 

Bell: 

'dlli te: 

5:11th: 

Vhl.te: 

!:eelea: 

llhl.te: 

Eccles: 

Vhlte: 

£cclea : 

- 6 -

Max1mWil. 

That's exclusi ve of any loaaea you ' d have on your 
lonna. 

:Js 

This is exclusive of losses. The aaeumotion is that 
the pro j ect will be so administered t hat the losses 
will not be great. \fe juot piok t1ve hundred million 
dollars as administrative costa. 

That 1 a over four years. 

The bu1lcllag progran 1e over four years. 

We figured a building prog:r&lll out laet year, using 
liP A labor on P!lA. projects up to the extent •••• 

Up to the .... 

• ••• total of ten percent of the coat of the house. 
Nov, the coat or labor on a house runs around thirty 
to forty percent, depencllng on where it is built -
the entire labor. Our thought was that ten percent 
of the cost of the house would equal fro lll a third -
from t hirty to forty percent , you see, of all the 
labor on the house, and that that l abor would be 
furnished by the local WPA and would be paid for by 
thee, but it could be used on any private conetruction 
program so l ong as it vaa a house that clldn 1 t exceed 
in ooat, say, six thousand dollars; you d idn't want 
to aubaicllze high-coat houe1ng. 

Ve worked that out pretty well. I mean ve got it ••• • 

Thoae powers are in here. 

Tha mechaniac is under PHA., nnd that still can be 
put back in again. And it merely means that instead 
of WPA labor being used entirely, ae it is being 
used, on the various projects, a lot of it woul d be 
direoted toward the housing field and it would have 
real leverage to the extent that that labor would 
induoe more builcllng because of the reduction of t he 
coat. It would act as a real stimulant. 

What you're doing - excuse me. 

• 
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~'h.lte : 

:cclee : 

\lh1te : 

H.U.Jr : 

:36 

- 7 -

I was going to say, you are a a suming that you 1 re 
going to get around your labor union d1tficult1es, 
1s that rightt You 1 re aeeumi'ng there's going to 
be sufficient po~<er to resolve the problem. 

Th:l.t 1 a why ue d1dn 1 t get anywhere lnet year. lje 
had it worked out orl. th liP A, and the doggone unions 
upset the apple cart . lie just didn 1 t get it . 

That's one or half a dozen core ideas . Sure, you 
can tie these on to any one or the existing egenc1es. 
I think what might be sai d is this: it you want 
to 1114ke an attecpt to get CION bouaing then the ?HA 
and the USHA ~~11 give you, this is probably the 
vay to do it, because this includes every possible 
power that hae been thought or, and it you can't do 
it throuGh this agency, then it simply oan 't be done, 
because they have every power and every authority. 
And the assumption i s that they will have only one 
objective, and the rurther assumption is that the 
administrator 11ill be a miracle or almost a miracle , 
and get it done. But if you drop this, it means 
that you ' re not going to talk any more about housing, 
beyond the FHA and the USHA, which is already in 
the fire, with the exception or the reduction or 
interest 1dli oh you have already oonsidered. 

I think you've got to confine it to those - it ' s 
too l ate to try to set up so~ethins nev. I think 
you 1 vA got to confine it to those, and attempt to 
reduce the \nterest on FHA; it possi ble, bring 1n 
this subsi dy, using the existing set-up. 

I think that it you undertake to set up an enti rely 
new bousing author! ty, it would - vell, 1t uo:.U.d 
just terribly delay the whole t h ing. I don't think 
you coul d do it. 

I don 't agree that i t ' s too late, but it's all right; 
He ' ll just pnss that. 

1/ell, do you ~1ant to say anything, lfant to pass on 
number three nowt 

Woll •••. 

• 

Regraded Unclassified



K.M.Jr ! 

!lelano: 

R.I!.Jr : 

E.!!.Jr : 

~cole a: 

H.U.Jr ! 

Eeolee : 

li. V.. Jr : 

- 8 -

\lou1d you 1 1ke to th1nlt about 1tt 

I think I see the d1tt1cult1ee ot 1t. I think a 
broad enabling aot would be a helptu1 thing. Take 
the ~atter ot wages. I am familiar wi th how wages 
in the building trades have been tlxed. They have 
only been fixed on the assumption that a carpenter 
~uet be pnld hi gh wages per hour because he 1a i dle 
a good many dayd and weeks during t he year. It 
has been gener ally a~itted by labor men that I have 
tal.kod ~11th that 1t wages could be put on a monthly 
or annual. bnsie, a very much lower rate per hour 
t«>uld result. 

I agree with Dr. Vhite that 1f you could, without 
too much disturbance , get a general enabling act 
ot this k1nd - we probably wouldn't get going, I'll 
adn1t, before 19lio, but 1t would be an awtul good 
thing to do . 

I neen 1s there something - 1e this someth1nK we want 
to take over t o the Presi dent? I mean I donlt want 
t o take oonethlng over tha t he ' s juot going to throw 
up hie hands and say, "It 1 s i mpossi ble ." 

I think it i s probably too big a chunk. 

I mean to - in whatever the month is - what ve ' ve 
&et l e tt: \ihatt 

Well , he said the other day that anything that vas 
done - i t had to be an amendment or an adJustment , 
it couldn't be somet hing cocplotely new. That was 
practically what he said. 

That ' s right . 

And if we had a program t-lhere you could oxpand or 
enlarge existing programs, that he thought that 
something of that sort wou1d be feasi ble; but it 
it vas throwing into the hopper eocethlng revolu­
tionary or new, that it was Just too l ate to do lt. 

I agree with you. 

He said that the other day. 

• 
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How about expanding USJU tor a Blllall pnrt • • •• 

Exou&e me? 

I GO.Y i :t' you 1 re going to do something like number 
3, hot< about expanding Uni tad Bto.tea Hous ing 
Authority and giving them a l i ttle more authority 
to tunoti on along t hi s line? 

They ' ve got their hands :t'ull to spend t he money 
they ' re getting, with their admini s tration , with 
t heir l~tations. 

Is it agreeable to you to leave 3 outt 

\lell , we ' re coming back t o t hese, aren ' t vet 

Yea. 

Why not go through then and oome bo.ok? 

I Just wanted to understand 3, because •••• 

:38 

Some thing ought to be done with the housing oi t uat ion 
that is not being done now. It i s Just a question 
ot bow, and uhether t his suggestion i s too bi g to 
be thrown in. 

.Ir we could just get through t his to get a general 
pi cture, then as you cooe back it seeoa to me it 
would be milch easier t o eliminate certain parte or 
a pr ogrB!II - ir you 1 re f amiliar in a general way 
with vhnt all the suggestions are. 

•!t. Expansion or Far;n Tenancy Prograa, eelr- liqui­
dating portion alone; in addition to present program 
or 165 million, o r which 110 oillion are eelr­
l1qui dating. • 

Ho ' e evi dently upped us on t his. They evidently 
think they can do more , is tho.t it? 

Yes, t hey have quite a comprehensive program 1ffiich is 
explained under It, in which this port ion, 530 mi llion, 
is additional self-liquidating - all salt-liquidat i ng, 
presumably. 

• 
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"5· Loans to farmers and cooperative groupe for 
purposes of coil conservation (terracing, drainage, 
forestation and prevention of soil eroeion) - loans 
at one percent i nterest anortized over twenty years -
(pro j ect being explored by the Department or Agri­
cul ture).• 

They don ' t know •·•hether it can or can no t bet 

They Just gave us a preliminary memoranduc about ten 
mi nutes before we came in here. They didn't have 
ouch chance, they want to do more work on it. They 
do thi nk it ia an excellent project; won ' t lnsure 
t he amounts involved. There ia some element or sub­
sidy 1n here, obviously, because it 1 a one oercent 
1nteroat amortized over twenty years. 

•6. Expansion or Rural Electrificati on Program. • 

ThAt looks like the same thlng it was last time. 

Yes, except they upped it - l n going over it, they 
increased it. 

As t o whnt they could spendt That 1 s what it was 
before . 

llo, before the 110 included the l!o; now thlo is in 
addition. 

"Rural Telephone Ad31n1strat1on.• 

That's new, vhlch they ' ve worked out . 

Doesn 't mean much 1n 1911o. 

Uo. 

•s. Non-Federal Public Works Program made possible 
with the assistance or annual grants in form ot 
halt t he servicing charges. • 

Now, what's that t 

Well, that ' s Mr. Eccles' program. There i s a long 
nemorandum on it. 

• .. 
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llhnt you oentioned the other day' 

Yes, this i e the Public Works Program along the same 
i deB as United States Housing Authority; instead of 
giving in cash the fifty percent or forty- five per­
cent grant, as >te have been doing, the pro ject )JOUld 
be financed and the Federal Goverrunent )JOuld gi ve 
the grant in the form of interest, say three percent 
per year, over a fifty-year l i fe . For in stance, if 
1t 1a a school building or a hospital, the parment 
would be made annually over the life or it . For 
inetanoe, you could get a billion dollars in that 
way i n public works, on which the cunlcipalities 
would finance themePlves. 

lie could advance to them the i nterest . 

You ' d advance to t hem each year an amount which would 
equal over the life ot it a fifty percent subsidy, 
juet like United States Housing Authori ty, see; which 
1rould mean that it would be twenty, twenty-five 
milli on a year, depending or course upon the length 
or time. If these trere ten-yea r projects, certainly 
twenty to twenty- f ive million a year would cover 
a billion dollars ~torth or work. It they ~<ere longer 
pro j eote, i t mi ght run up as high as t h irty million 
a year. 

The average maturity, Governor, on t hose t hings, is 
about twenty-six years. 

It would be eocevhere between two and t hree percent 
on a bi llion dollars, vhich would be betveen twenty 
and thirty mill ion dollars a year over a long period 
or time. And they'd go t o t he oaoi tal marke t and 
f i nance the whole project privately, and all the 
Government woul d do i s subs i di%.0 each year nn aoount 
which over t he l i fe of it woul d oqual forty or fifty 
percent of the cost . 

This >tould be your schools, hospit als, eo forth. 

That 's right - >tater syste~s - purely public, non­
competitive , of course. I certainly wouldn' t want 
to include private property in there; you should 
include only the pur ely - the projects that would 
be entirely non-competitive 1n there. 

.. 
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!low, the WPA people - we 've got a long memorandum; 
I Hon 1 t go into that now - but I think that it 
hno the merit !rom the budget otandpoint or letting 
tho \~A, who have , what is it, Ourrie - they must 
have a coupl e billion, nearly, ot pro j ects, don't 
they' 

They have a billion and three quarters, and they 
closed the date early and there ' s been an i ncrease 
since then, so i t would be sufficient •••. 

P11A. 

Yes, Public Works. 

They can' t possibl y get !rom Congress t or t his pur­
pose - it they ge t rive hundr ed m.1llion, they'll do 
well, and that ~~11 all come ln the budget. The 
i dea or this wae to make it possible tor them to t 
take all or t hese p rojects that oan meet t he require­
mant o and - they could start immediately so that 
the Public Horke Administration could just keep t his 
thing going tor some little time. \'/ell, that 1 s that . 

Harry, where is the book you gave me last time' Iillo 
has that! 

I t 1 a the same cover. I took the i ns i de out and I • ••. 

Well , I 1 d like to have i t intaot t he war it was last 
time. 

All right. 

Will you' 

Yea . I thought you mi ght. But I needed the cover, eo 

I'm glad to see you're economical- minded- on covers. 

Oan 1 t be economical on the ins i de, so we have to be 
on the outsi de . 

Smith is gping to have a balanced budget, rirst thing 
he ltnove. Everything be t aken out or the budget, 
have a balanced budget. 
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1/on ' t have anything in the budget . Incorporate the 
aalariea . 

That has a lot ot merit . 

Yours ie eight. Does that include nine, too? 

:42 

llow, t~.i s l'a1ses - another 11ay of handling it Ol' an 
add1 tional way 1e to have loans made rather than 
grants - loans made tor a smaller number of pro jects, 
non- federal projects, hospitals or aohool houses or 
what-not, instead or involving a subsidy. You might 
ge t a aoaller nUJ:Iber that would be w1111ng to build 
1f t hey could borrow at the ratee of interest com­
parable to what the Governoent can borrow. we just 
lumped thea together. 

That woul d mean the Federal Government would be 
making t he entire .loan. 

No , t hey 'd make the .loan to the municipality; it would 
be self-liquidating in that sense. 

Yes , I know the Govern~~~ent would make the loan. The 
difficulty there is, where a munici pality can go into 
the market today and borrow money, when it' s entirely 
a tax-tree security - municipalities today are 
borrowing at less rates than the Government. 

Sooe of them. 

Yea, I osan the high-grade ones. So i t woul~ seem 
to me that if 1t 1 s a case where the Oovernoent has 
got to loan to them, it would be •.•• 

Much ama1ler amount. 

Almos t negligible. Either that, or they'd be loaning 
to a municipality that had no credit. 

You see, this also includes loans to others than 
muni c ipalities or States. It could include loans to 
publi c corporations, non-profit organi zations. How 
much that would amount to, I cion 1 t know, but you 
might get f ifty, one hundred, t wo hundred million 
dollars or bui lding out ot it . 
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)!'ou see, tbe p rinciple we followed here 11ae to put 
doll!\ every i dea with the expec t ation t hAt you can 
thro>t out cost or i t . 

Sho.ll 110 go ahead with ten? 

All ri t)lt . 

•redertll liorks Progr am which co.n be treated ae selt­
l i quidr ting only it service charges are financ ed by 
special tax. • 

A 110r d about that . There are progra.oa already care­
:'Ully worked out - tor example, the llatlonal Resources 
Co~ittee , as you may ~ve seen, ho.a a ver y elaborate, 
carefully oiOrked out program tor vater conservat i on 
which calls !or expenditure during t he fir s t year, 
I think, of two hundred million of a ni~e hundred 
million dollar program, et cet era. t:o\1, that prograll 
onn in no sense be self -liquidating it the test of 
self-liquidating i s \mat 1t customarily is : the 
ability to collect a special revenue. Since all the 
proJects which are envisaged under th i s benefit the 
whole people, then you mi ght t ake t he posi tion, though 
it \IOUl d be a departure from your customary pract ice, 
ot saying that these are self-li quidating - but they 
are sdt-l1quidat1ng in the sense th.'\t ever ybody 
benefits, and t herefore >~s 1 ll collect a special t oll 
!ro:1 everybo<i y, soce speci al tax; 110 can t1nd an 
area that can be taxed and ee t as ide tor that . It 
could become self- liquidating. I t you don ' t do that , 
they are not self- liqui dating and they have to go 
out ot the prograo. 

I s t ha t n~ber 10? 

That ' s number 10. 

llell, what oroJects would you hnve in mind, Harry? 

\/ell , for example , thi s water conservat i on proJect 
which, ns I say , calla for nine hundred mill ion 
dollnrs over a period, I think, ot three years , I ' m 
not sure. And then there ~re other Federal projeots 

:.43 
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Write orr or take in cons i dera tion the loeees 
annually trom tlooda; it benefits the people to 
t hAt extent. 

So does eo1l erosion, eo does reforestation, eo 
does sewage. 

You're (Bell) catching t he epirit. 

He 1 a coming right along. 

The National Resources Committee baa two programs, 
one a non- federal drainage bl\ain program, the other 
a Federal drainage basin program 11hich uould cut 
aoroaa interstate linea. 

In other words , this is the type or program which 
is t heoretically ael!-liquldating, but you don ' t 
collect the tunde to liquidate it. 

That 1 e r1gllt. It 1 a a r egular public works progr8lll. 

Ot course, you can argue t hat in the ~le field 
ot public spending. 

That's right. 

That it you don 1 t spend, the national 1ncoce drops; 
therefore, you'd better spend, because the national 
income goee up more than you epend; thererore, it's 
eelt-liquldating. 

You could take that poeition, but that's a more 
extreme position. You can take any reasonable 
poeition and it you push it to ita extreme, it 
become• - it can assume a ridiculous aspect. 

I wae thinking that th1a vould be a Tery d1tt1cult 
t7'J)e or progrP to sell on tho bade ot selt­
l1qu1dation. 

• 
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Wall, if you don 't, it 1 a out. I m~an the only 
Justifi cation or putting it in is that it is -
the only way you could get it in. 

Difficult practically to set up. 

I wonder . \'le estimated thnt the amount or current 
r evenue t hat would be requi r ed would be in the 
nei ghborhood or fifty million dollars a year from -
well, l e t's say seventy- five million, if you went 
t o be conservative. !low, at seventy-five million 
doll ars, you can find aeveral places a t which you 
could 1::1p0se a tax which 1s a new tax, which \fould 
be akin to the defense tax o r other types or 
specially labeled taxes which other countries adop t 
purely for purposes or convenience. 

Th1e program - bow long trould it take to really get 
lt .... 

Apparently it is all ready, large portions or it are 
all ready, except tor pushing the button. They've 
been ready for three years . I 1 ve e;ot the reports 
in my office - very elaborate; everything ' s been 
done now. 

lnlo would be the administrator ot this type ot 
program' 

The way the lawyers have set it up, they've set it 
up under Federal Public \forks Agency. 

(On phone) \/here 1a Foley! 

I r Foley isn't tbsre, we could bsve Mr . Kades. He's 
wo rked on all t hese . 

TIUs would be done by Public Works Administration? 

By the new agency wh~ch they ' re going to create; 
be done under t hem. 

Yes, but then • ••• 

(On phone) Bell o. - \ /by ian 1 t he in here? 

.. 
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Why didn ' t you (Duttield) have Foley heret 

I ol\lled hi m. I t hought he waa coming dovn the 
hall . 

All r i ght. 

Shall ve go aheadt 

I suggest we go through it. 

I'm glad you're here today, Marr1ner, because you 
understand these th1nga better than I do. 

Huht 

I'm glad you're here. 

I haven 't been over t h1s th1ng. 

Th1s particular project i s atill Greek to me, but 
I thi nk ve mi ght as vell go on. I 1d like to oome 
back to it later. 

1 11. Federl\1 Toll Authority (salt-liquidating toll 
roads, canals, bri dge project~.• Oughtn't you to 
have sort of a word l i ke •aelt-l1qu1dat1ng• and 
•selt-l1qu1dated1 t 

Moat ot these are going to be liquidated, so I 
thought ve ' d better eave it; these are supposed to 
be all 1n part or in vhole aelt-l1qu1dat1ng. 

Well, I mean numb er ll - 1e that self-liquidating 
or are you going to have a apeoial taxt 

!lo , that ' s mostly supposed to be selt-liqui dat1ng. 
On theae projects there v1ll be a man with n t 1n 
can standing at each end and collecting. 

And a dogt 

Harry, v111 h1e eyes be open or shutt 

Juet on !undeye he opens h1e eyea. 

: 46 
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•.n1en people behave. 

All right, I jus t • . •• 

But that ' s not all self-liquidating. Their c laim 
i s that these toll pro jects are, and they have a -
much to my surpri se, they ' ve g ot a report (it ' a 
at least that thick) which they gave the Congress 
last year •••. 

Thi s year . 

This year . 

~47 

•••• this year - the early part or i t - and I don't 
think examination ~ill justify t he conclusion that 
they are wholly selt- l i qui detiAg, but they are 1n 
part self- liqui dating ; how much, I don ' t know. 

They ' ve got some percontagse . 

All right. Any questions? I ooan are you willing 
to go on, for get this? 

I suggest we go on and come back. 

•Extensi on of short- term and long-term loans t or the 
purpose or promoting to rei gn trade . • I take it t hat 
would be Export-Import Bank. 

That would be either a newly created bank or eddi- · 
t ional authori t y. 

(Foley comes in) 

1ncy have you been trying to duok t his mee t i ng? 
lie 1 re having a good time. 

I've been having a good time w1th Tom K. Smith. I 
waan ' t ducking it. I di dn • t know you wanted Ae. 

Ho d idn 't take my invitation aa legal and bi nding. 

•13. Recreation camps and hostels (partly self­
liquidating). 1 

• 

.. 
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That 1 e a good proJect rrom the point or rtev • ••• 

I think you' re using 1 eelt-li quidating1 like the 
1rord • savings. • I think we 111 have to get degree a . 

This one was eel t -llquldating in ita operating 
expensea, not in ita original appropriation. One 
could make qu1te a case tor that on social grounds, 
political grounds. 

\fell, that ' s one t h lng I know a little about . I 
was once Conservation Commissioner ot New York, 
had all the State parke under oe. 

1 1~. Railroad equipment program: (a) Loans to rail­
roads by RFC tor purchase or equ ipment; or (b) Fed­
eral CorporAtion to purchase and lease equipment 
to the railroads. 

1 15 . Government acquisition, control and operation 
ot bankrupt ra11rcada (being investigated) . • Five 
billion dollars. It 1 e a good t h ing I ' ve got a strong 
heart . 

Most ot that - or the three billion estimate there -
two billion would be tor the purohaae and t he other 
billion would be tor the expendit ures. 

RehabUitation. 

Rehabilitation, moderni~ation. 

This oomes under the heading ot aelt-liqu1dat1on. 

Oh yea, railroads - take thea over at the price 
they would likely pay out as eelt-11qu1dating. 

Put them as an asset on the books. 

It you pay a reasonable price. 

I imagine you ' d set up a railroad corporation. 

That' a right • . Railroad authOrity. 

Railroad authOrity. You aar have to P&7 detlclte, 
like the Canadian national railroads, like your 

• 
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Poet O!!ice Department, oocns1onally. At least 
for the purpose or your set-up , thoy 1 d be self­
l i quidating; to the extent thnt they didn ' t balance 
out each year, you ' d havo to appropriate enoueh to 
meet the difference. Thnt 1·1ould vnry , no doubt, 
depending upon the general conditione . 

;re operated then during tho 1/nr, 1rhich was supposed 
to be very prosperous times , And in about twentv 
~ontha ~hey cost us about a bill ion end three- • 
o•..torters. 

::o, no , no! ':'Jlt>t; epi sode - the 1rar episode and the 
conclusions drawn populr.rly, an•' thooe which should 
hnve been dra>m from a car~tul exacinntion, are very 
different, Danny. 

t/ell , it cost us a billion and three-quarters. 

I kno~< , but you exrunine tha t - I 1 d be very glad to 
cubmi t a memorandum on our unr experience with 
rnil11aye . An enomcus amount hno been written. 
!lo such e1nple conclusion on that. All sorts of 
things cnn be sai d on that . I shouldn ' t wont that 
used na an illustration, without further sxaminn­
tion, that this needa to bo a failure. 

Dan at least lived through 1t, anYitay. 

'!'hat may be. 

':'he Trensur7 lost the ooney, I know that. 

llr . Secretary, as ! see the point of that , i f. the 
plan that was being talked or went through, tnere 
would be , I would say, bonds issued, but they would 
bnvo behind them collateral that "as tully 1rorth -
1! the purchases '"ere rru~ally cads, I think you'd 
be getting your money ' s 11orth. 

'./ell , the th ing I lfant to keop 1n mind when 1·re go 
back to this thing a~a1n is that the thing - first , 
uo1ng the "oelf-liqu1dnt1ng• - the \lOrds , as I 
understand them , mean something that if' you put a 
thousand dollars 1n, you b~t n t housand dollars 
back, plus your intere~t , and • ••• 

• 
... 
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The • • • • 

May I Just - one second, Marriner - and then I t hink 
tre want to take something over that we know - what 
I like to reel i s that there ia a aeventy-tive per­
cent chance that you can get it through at 'this 
Congress. 

And then also I think we want to do things that will 
reassure people and encourage them to put their own 
money to work and not scare them to death. I mean 
I think that that 1s a8 i mportMt aa an;rth1ng. I 
think there ' s been so many thinga to acare people 
and eo little to encourage them; they 've never bad 
a chance to put t!leir own coney to trork. 

1 8. ProJects ••.. • - did you wt\Jlt to eay something, 
Marrinert 

No, no, I didn't. 

\fe 1 re going back over all or them. 

That ' o right. 

Ur. Smith? 

(lloda nothing) . 

•B. Projects w1li ch are not aelt-liqu1dsting: 

•16. :tepi d expansion or the Food 8tRIDP Plan tor · 
cUetribut ing eurplu8 commodUin to all cocu:~un1t1ea 
and extension to cover nora commodities, including 
oott on textiles, clothing and dairy proJects . • 

l'lhat that would involve, a8 I understand it , wuld 
be an increase in appropriat ions tor tbnt purpose. 

llow, can I have Bell 'a or i g1nnl memorandum on this 
quest ion ot bow much could be spent in the next 
f iscal year - the one he gave met I asked you to 
keep 1t tor 111e. 

Ian I t it in that boOk - first pert Of the book, 

!50 
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!~ , Bell ' s memorandum, his original memorandun. 

I 111 bring 1t right in. 

Anll then, >rh1l e \fe 1 re on that, oM you {Bell ) t ell 
me how much - how in the present bill the two hun­
dred o.nd some odd million dollnrs is baing made 
available for 1·/Rllaee ' e set-up? Oh, here it is: 

"The present appropriation asked tor {113 milli on 
added to 90 million dollars otherwise available) 
will leave 100 mi llion dollars available for 
Pood Stamp Plan tor the f1Bcsl :rear 194<>. 'i'h1s 
program asks fo r 150 oillion dollars more. The 
250 mill i on dollars W11ch would then be available 
tor t he Food Stamp Plan would tRite care or the 
bulk ot the eligible persons nov receiving some 
form ot public assistance. • 

But 11hat 11bout - isn ' t ther e t ho 113 - isn ' t it 
213? 

203. Ninety million dollars in the budget repre­
s~nts 30 percent of the customs receipts , and there 
has been added by t~~ Senate 113 million dollars , 
c tlking 11 total of 203 million. Now, that can be 
used for three purposes : one, to encourage the 
exportat i on or agricultural com~od1ties and p ro­
ducts thereof by the payment or benefits in connec­
tion u1th exportat ion of t hese products or paYJlent 
of indeanities; and, two , t he encouragement of 
domestic consucpt1on by d iverting these products, 
either by paYJlents ot benefits or indeonit1ee, 
froc the noroal channels of trade and cocmerce. 
And that ' a your relief program. 

How much is in that, Dan' 

olell, 203 million doll ars oM be used tor t hose 
purposee. A large part of it has been used tor 
t 1ro, to encourage domestic consumption by diverting 
t hcoe products from the normnl ohnnnels ot t r ade. 
I n other words, they ' ll tnko some sort or t ruit, 
say, prunes and thinge l i ke t ha t , and take it out 
of tho noroal channels of trade and maybe make 
aloohol out or the prunes; it will be sold as 
alcohol rather than prunes. 

:s1 
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Ian1 t it dividedt Bow much i a the eubaidy tor 
eacbt I mean ian 1t it eo much tor cotton, ao much 
tor wheatt 

No , it's not in the budget. 

I an 1 t t here some agreement that llsllace has on the 
Hill t 

I don 1 t know. 

!lot that I know or. 
used, you remember, 
abroad. 

There baa bean aome or this 
where they sold aome wheat 

Well, I got the distinct impreuion that he has 
some agreement in the bill that he can't use more 
tbnn twenty- rive percent tor cotton and twenty­
five percent tor wheat, that the commodities are 
earmarked. 

No , I d i dn't get that. 

Could you have it tor me by 4:00 o ' clock thia 
atternoont 

Bell : Yea. 

H. M.Jr: 

Eeelea: 

I mean there ' s something in the bi ll which says 
be haa to spend so much tor cotton and has to spend 
so much tor wheat, so torth nnd eo on. 

In t his number 16, does this contemplate an addi­
tional 150 milli on appropriation tor the purpose 
ot expanding t his Food Stamp Plan, beyond what t hey 
nov have t 

That would be my r eadi ng or thia. This prograJD 
asks tor 150 million more. 

Bell: In other words, that would be 350 million dollars 
available tor agricultural commodities. 

But tor the rood, now - as I underatand i t , nov, 
Milo Perkins said the other day ·- it .. emed to 
u they had 6o some odd million available tor thia 

~52 
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partioulnr purpose , and it the plan vorke success­
tully, t hey certainly could uee a lot Qore money. 

He enid he had a hundred m1ll1on ave1lable 11' the 
bill passed. 

\/ell , I don 1 t know, he •.• . 

He ' s earcarking hal t ot t he 200 mi lli on dollars 
tor that. 

153 

I got the impressi on that there ia 6o some odd million 
that they are figuring is avai lable t or th~t par ­
ticular part ot the prograJII, and certainlY they oug)\t 
to have more it t his Rochester demonstration works 
well. 

Well , supposing Dan gets us up a memorandum and has 
it ready tor this afternoon, becauoe I don 't under­
stand i t . lfuat? 

All right. I don ' t know how i t 1 e to be di vi ded. I ' m 
juet giving you totals . 

I think he has s ome ot 1t earmnrked. 

Certainly this is another 150 million above ~<hat he ' a 
got . No>r, where di d you get this, trom themt Did 
Perkins reel they could use thi at 

Oh yea. Yea, that's WhAt he said- they coul d use ••• • 

Another 150. Vell then, I'd rely a good deal on 
what he says on it. 

l~t I was trying to do tor myeelf was - I was t r ying 
to - want to be pract1o&l, and I think that the 
President ~uld be in a much stronger position if 
he ~10.8 going to say, •ve •ve sot a hundred million 
or two hundred million dollars available and we're 
going to use that to - instead oJ using that to 
subaid1~e dumping commodi ties abroad, we ' re going 
to use that to teed our own people. • And that'a 
why I went to bring t hat to your attention, because 
I th1nlt he 1s on very sound ground on anY amount or 
money he wants to use, w1th1n reason, to teed and 
clothe our o~~ people. I was just tr~ng to 

, 
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V.r. Hull Md he is terrinco.Hy upset on this thing, 

using thi s money ~or aubs i dlee; and after rive years 

on one pol i cy, I <lon 1 t see how 11e can let our own 
?eo'.>le go hungry vh1le >te are subsidizing dumping 

or rood and clothing abroad. 

~e are certainly on much stronger ground to suba1oi ze 

local e tstribution. 7hat' a certain. 

I ' ll h~ve it under each tor you. 

l!1lo Perkins has a paragraph on that point here , i f 

you want it r end - on how ouch i o avAilable. 

Please. 

i!e r ead that . 

Di d you road that? I f Congress passes • .. . 

I t doesn't - there 1a some- Harry, aooe place I think 

Bell will find out there is a cocuu1tment on the 
part of Agriculture to use up to a certain percent~e 

tor certain co~od1tiee, see, ond that ' s vhnt I 

\lant to find out • 

He eays 103 is needed to carry out the cotton export 

subsidy and the peanut diversi on program - 103 

t11ll1on. 

\/here 1s that? 

That ' s under 16, page 2. 

Sixteen , page 2. 

\/hat 1s the total a va1lable7 

He says - this 1s whAt he has to say: •I t Congress 

passes the 113 million dollar appropriation tor the 

purposes of Section 32 no11 before the Conference 
Cont~ittee, 1n addition to the 90 million doll ars 
otherwise available, about a !1undred e~1llion dollars 

of the total 203 will be available ror d1otr1buting 

tood t o t he needy. • They ' d have e total, in other 

words , of 203, or which one hundred would be used 
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tor this purpose , and the r est i s allocated ror 
other purposes. 

Peanut export. 

Yo e. 

Thnt would be cotton subsi dy. 

Cot ton nnd peanut diversion. 

':'hnt would give them 190t 

!lo, no . 

Did he say i n addition to 90t tlell , he ' ll 1rork i t 
out and tre 1l l give you copiee . 

I think he ' s got it there. 

I' ll send it around . 

It isn ' t qui te the way I want it, because ••• . . 

You' ve got 90 million - that io really what you 've 
got no11, and if any additional ooney i s to be 
used under this stamp prosram, it would hnve to be 
~propriated unless you divert the cotton subsidy 
and t he peanut subsidy to the at&llP plan program. 

Which they olp~m they can ' t do , because it 1 s 
already allocated, 

Al ready tied up i n the bill. Can 1 t use it. Seeoa 
to me they ' re going to need that plus thi s , too . 
I don 1 t think we need to worry about having a 
shortage , I f you have the export subeidy, plus 
all the domestic subsi dy you ' re going to get, 
certainly 90 million plus 150 million domestic, 
plus 11hat you 1 ve got for the exPort, un 1 t going 
to be e xcessive when you take into account the 
products that we ' ve got. lie can use 'both of them, 

All right , gentlemen? 

:ss 
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•Expaneion on a nation-wide baaie or the selt-helo 
cooperatives, now euocesstully oporo.ted in \lashing­
ton, D. C., Richmond, and many \/estern States. • 
Tuo hundred and a hundred. 

•rarm Tenancy program involving direct relief to 
the extremely low income groupo and medical and 
dentnl care tor these families, And camps tor 
migratory farm l aborers.• Ought t o put a toot­
note: 'Rend ' Grapes or Wrath. II 

·~he above program or expenditures and investments 
totals roughly twenty-rive billion dollars and 
covers troa one to tour years or operation, depending 
uoon the item. or this twenty-five billion dollar 
!)rogriUII, about eigh1: billion dollars eM be expended 
during the cnlendar year 194<>. 

'Theae eume are not all employment- creating expendi- • 
turee. or the eight billion dollars additional 
expenditures called for under t his program tor 194o, 
trom tour to five billion dollars would be expended 
directly or i ndi rectly on additional employment. 
That would meM an absorption ot trom two to three 
million unemployed and, both d ireot and indirect, 
from tour to s i x million persona during l94o. 

1 \fe believe thAt this program, it adopted in its 
entirety, would insure an inoreaee in the national 
inooce or ten bi llion dollars during the calendar 
year 194<>. • 

What is your pleasure, gentlemen? How would you 
11lte to approach this th ing' 

I'd 11lte to start at the beginning, take them one 
at a time here, and put those that we can deci de 
on - that we know are comparo.tively - well, that 
we reel would tit into the present picture, that 
are merely additions to what we have - and then 
put quest ion marks after some or the others. 

llell I' d like to ask - I don 1 t know what your 
plan~ are; we '11 go as tar aa 11e oan. I'm go1.ng 
over to lunch with the Paragunyane, it that ' a ,.hat 
they ' re called, at the tnute House at 1:00. Vould 
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it be possible tor rou people to oome baok, if we 
don 1 t get through here, sq, at 4 &00 o ' olook' 

Come baok at 4:00' 

Yea. 

It ~rould be tor me. 

Wbatt I mean we go as long as we can, unti l a quar­
ter ot. 

lle certainly are not going to get througll - I think 
we are going to have to spend the rest or the da7 
at this if we 1 re going to go to the Vhlte Bouse 
tomorrow. 

I have nothing tomorrow until - let 1 s • ••• 

The difficulty is, after we get througll, to put this 
in shape and write it up. We ought to try to get 
this pretty well f i nished today, if we can do it, 
because af ter all these fellows have got to get this 
in shape to take over there. 

Most likely we 'll take some things the way they are, 
and certain things will Just be pullod out. 

Wouldn't take long. 

Just pull thelll out. 

Pull thee~ out and revamp it. 

You 'd need fifteen C1.1nutea anyway, -ouldn't you' 

Fifteen or twenty. 

157 

Well , let ' s start with- let ' s go tor fifteen minute• 
and then 1t it ' s agreeable, if you people could 
come back at 4:00 o'clook. 

What is the present situation on extensi on of t he 
United States Housing r rogramt Aren't they aski ng ••• • 
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Paeeed the Senate. 

So there ' s nothing to be done on that. They are 
getting - they 've asked tor whn~ 11 1t, tour 
hundred or t 1ve? 

E1ght hundred. 

And has 1t been cut? 

No. 

~hey're getting everything they asked tor . 

Plua an additional author1zat1on tor the subsidy up 
to seventy ~ll1on. 

Seventy-three m1ll 1on. 

To tnke care of t he additional borrowl.ng. 

There 1s one thing I understand 1s in which you don't 
mention. There i s an amendment put on tor t hem to do 
rurlll housing. 

That ' s why they got the eight hun~red m1111on, I under­
stand. 

\JhQt can they do on rural houe1ng' Does anybody know' 
Does anybody know what the language 1st 

I can get i t . 

Oould we h/lve 1t by 4:00 o'clock? 

Yea, a1r. 

Can 1 t do anything on rural houe1ng. How can they get 
boua1ng authorities 1n ••.• 

In the oount1es. 

Counties. 

Yes. 

• 
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From the standpoint of getting expenditures, it' s 
meaningleee - lArgely a political sop, isn't it' 

I'm not so eure. If you ·consider the development 
in the peripheriee of cities - that 's out in the 
counties, you see. 

That i sn't what they 're t hinking or. 

You have county ~uthor1ties , Governor , you see. 

It ' s all r i ght if i t ' s for that purpose. I see. 
I n other vorde, vhat it is i e this suburban area 
around ci t i es where they need the housing authori ty -
county housing authorities, in other vorde. ~ell, 
that might •••• 

This eight hundred million ia the one that is nov 
under consideration, and not in addition to. 

I di dn ' t know whether you wanted to include it. At 
the time we first started, it wasn't oartoin. But 
it oould be taken out now, s ince i t i s not an addi ­
t ional portion of the program at t his stage, I taka 
it. In raot, I think it should be taken out , since 
the proposal i s through and i t i a really not part or 

It ' s not t hrough, it's got t he House t o go through. 

Why not Just cross this one orr, because t hat ' a al­
ready being taken care or. 

I wouldn 't, if you don ' t mind. 

Make no mention •.•• 

I t isn't by the House yet . 

House. 

What I maan is, it 1e in the program up there. 

Well • ••• 
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It isn ' t cleared with the President either. 

llo . Uy letter haon ' t cleared with the President. 

I'm still holding that on my desk. 

No, Marriner, he 's still , as tar as I know, and I 
guess as tar as you (Smith) know - he ' s opposed to 
it. 

tie wrote a non- oommi ttal lette r on i t, 

The President 1s opoosed? './ell then, le t 1 a put it 
in. 

:>erinitely. 

I thought Straus he.d cleared thnt nth h1o. 

Am I. - I don ' t want to •••• 

I t h i nk that 1 s right . ife are i n a state or contusion 
about i t, Just \'/Biting until the President says what 
he wants to de , 

tlhy should t his Committee get int o it, because i t we 
are limited to three or tour items •... 

This won ' t hurt. Ir you don 't mind, tor- here are 
two oeobers that vant to get a clearance. 

\/ell, you're ravornble to it. 

Yes. 

I'm favorabl e to it, too, but my thought was that it 
is l ikely to go through. Iritis a questi on or t he 
President not being sold on it and I can be helpful, 
I'll be glad t o help eell. But I thought he >;as 
already oore or lees sold, eo let ' s use our ammuni­
tion for •.•. 

The point r eally, I t hink, i s thi s, that we have a 
non-conmittal report on it; that , s ince it ' s a par t 
of this oonsid ero.t ion, 1te want to do aocethi ng core 
t han that . 

-

• 
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Yea. 

He aslted tor a non-committal report - to l e t it go . 

\/ell , I want to be - you say, are 11e t or it? Yes, 
but there are certain t hingo t hat we object to , as 
to n~tionnl banks be1ng able to l onn on tho local 
authority ' s bonds. Wi th thnt exception - i s that 
r i ght? 

Yea . 

- •.•• ve are for i t. 

Underwriting it •.•• 

I n other words , you •.. . 

:!.61 

..•• beyond ten percent . They want to elimi nate the 
ten percent Md tallte it e xactly the &!Uile as obligations 
or t he .... 

Ot the Government. 

... . ot tho Government and t he publi c bodi es, Stat es, 
nun i cipnl.i t i es. 

I n other wor ds, banks now can distribute munici pals 
ond Governments. 

Yes! tt1t hout restrictions . 

~hat ' s right . ~hey can go into the field or under ­
wri ting . 

That ' s right . And t hey w~~t to - unless the l aw is 
chan~ed eo rar as these obl i gations are concerned, 
t~oy d be limited to 10 percent . 

And ,YOU Wl\11t tO talte .,, , 

Str aus uants to take i t out nnd >IO don ' t t hink it 
ousht to be t aken out. 

1/hy, 

... 
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Bccauoe these obligations a~en ' t the equivalent ot 
Governments . 

\/ell, they ' re as good as munioipo.ls . 

llo , thoy ' re not . 

Huh' 

llo , air. 

Their interest i s guaranteed - sinking rund. 

I t ien 1 t suaranteed, t hat 'a the d1rterence. 

I t isn' t guaranteed, but the prc.ctical etrect or 1t ... . 

l~rriner , excuse me, it you want to - we ' ve been on 
t his tor about f ive months, and it you ' d 11ke to 
l~va - between now and 4:00 it you ' d like Fol ey to 
cone over and explain our position, ue 1d be del i ghted 
to. 

I think these other things are ve ry much more 1mpor­
tnnt trom my point ot view, so I 1m •••• 

! mean everybody in the 
that particular thing. 
be more than pleased to 

Treasury is in agreement on 
We don't went it. But we'd 
have somebody come over. 

He doesn't need it &n)'\:ay. 

He can ' t do business on that baaia. But I'd like to 
le(lvo thi s eight hundred c 1111on dollars in, ~:ouldn ' t 
you, S:ll1th' 

Yeo. 

How about you, Mr. Delano1 

All r i ght 1l1th me. 

\/ell then, we ' ve e.sreed on one t h ing. 

1 2. Reduction ot FHA maximum interest rrom t1ve to 
rour percent. • 

.. 
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I'd l i ke to suggest on t hat that that reduction 
be made not only ou houses cos tlng lea a than aix 
thousand dollars. lfhy oake the exception? I 'd 
just simpl y oay the interest rato •••• 

That ' a already been cut out . 

You out that out - t~-llt the l.ntereat rate be reduced. 
row, that can be done •"ithout legislation . McDonald, 
the administrator, has the power to do this. You 
don 't need any legislation on this. 

l:eed a subsidy to do iU 

No, don't need a subsidy. 

!lo charge in the budget. 

Does he went to do 1t? 

llell, I don't know. There is th is: naturally, the 
baruts and the financial 1net1tut1ona that are taking 
FHA mortgages - they ki cked like holl 11hen we knocked 
out the half of one percent service charge last year . 
They apid that • this 1a exponaive f inancing• end that 
they I<Ouldn 1 t enter the field. \/ell , we knocked 1 t 
out and it didn ' t make a pnrtiole or d1tterence. Now, 
11lth the excess tunds they have, the ract they are 
pay1n~ no interest on deaand deposita and that they 
are paying no core than two on tine deposi ts, on 
savings, and 1n coat instances they are paying a 
good deal leas than that - 'lo"ith the present tremendous 
coapetitlon to get these ~rtgaaea, I think that he 
could chanGe the top trom rive percent, put a top of 
tour percent. 

You think they ' d still make the loans, huh? 

I was going to show you how they'd cake 1t . This 1a 
the 11ay I'd make sure they ' d make 1t. lfe ' d set up 
a mor t gage associ ation. lla have the RFO Hortgage 
Aaaoo1at1on, which stands ready to buy FHA mort gages , 
but they buy FHA mortgages on the basis of - what 
is 1t, rour and a quarter, four and n hnlft 

Four and a quarter . 

'"3 _o 

• 
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All r i ght, they buy them at tour and a quarter per­
cent, you see. Now, thie mortgage naaooiation should 
no>~ stand ready to buy them at three and a quarter 
percent . In other words, 1t would mean then that 1t 
a banlt1ng ineti tut1on 111 th surplus tunde, and they 
nll have ourplus tunde, wouldn ' t loan on this basis, 
see, then your building and loan and your mortgage 
aesooi atione and others >rould anko the loana and 
turn thea over to the RFC mortgage oogpany. Well, 
that in itselt would tend to oauee all ot the 
approved institutions to loan at that rate. \le saw 
the vay thle •••• 

Don 't see why they don't loan it at rive. 

~hey are loani ng it at rive. 

Wby i s there a big boom in housing it you expect a 
two billion dollar 1norease 1n housing by decreasing f 
rates rrom tive to tour? Why is there a boom at tive? 

Thora 1s a good one. 

I don't get the incentive. 

One percent - .smaller oarrying cost on the part or 
the prospective builder. 

There's a lot ot l)eople that vould borrow and build 
houaee bot h ror rent and occupancy it the monthly 
payments were reduced to the extent that this would 
8lllount to. 

Let me ask you, whose hide does the one percent come 
out ott 
Comes out or the lending institution. 

Bankers. 

Banks and insurance companiee. Nov, a rive percent 
rate at the present money market is too high a rate 
tor a guaranteed mortgage. 

Would it street existing eontracta, Marrtnert 
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llo . 

1oiou1dn 1 t atteot exist ing oontraote. 

&o , those are already made. All it would do - we 
heve already reduced i t trom t i ve and a halt to t i ve 
a year ago; now, since thet time, interest rates have 
drop!)ed. You take Government bond rat es - all kinds 
ot rates have <'.ropped except FHA mortgage rates. 

Except that on a voluntary bas18 some ot the !lev York 
banks are now a~ng FHA loans at tour and a quarter. 

Thet 1 a on the large projects; that ' s on the large 
ll.aited dividend pro j ects . 

No, I think on the straight FHA etutt - tvo or three 
banks. 

llell, there 1s a l ittle or it, but throughout the 
country as a whole they ' re getting tive percent. 

11agner raised an objection something like t b.1s in 
the oonversation. Ho said they ' d be cost reluctant 
to permi t some people to borrow at tour percent -
makes a lot of differ ence when you total it 1n t he 
total cost of the house - whereae others have paid 
five, cerely because they borrowed last year. I•m 
merely giving the other aide of that. 

Ot course , i f they borrowed - made nr1vate loans 
tive yeara ago, some ot thes are still paying seven. 
You can 't • .• • 

llell , Marriner , it tb.1a wae a matter wb.1ch was voluntary -
I coa.n i t a man vas 1n bueineas and he van charging 
five, vou1dn 1 t t he way he would do - he ~ight drop 
it a quarter or a percent at a time; he wouldn ' t 
slash one percent . I ~ean it vould bo - if you 
vera i n a bank, if you were baok i n your ovn banking 
business , you voul dn 1 t slnsh one percent. 

Just depends on what competition is. 

You don 't know what one quarter would do. Or they 
~ight take t"'O ot t . 
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I don ' t think that a quarter i e any part i cul a r i n ­
ducement . No w a four percent rate for housing -
you take the interest r ate in S>reden, i t ' a three 
psrcent , has been tor some time, and they ' ve got 
fAr lees idle runde t han tte ' ve got. 

But you can ' t compare S~:eden . .. . 

I ' c not talking ebout getti ng that low. 

I cean to talk - put oyselr on record l1. thout having 
talked to Stewart l~cDonald - I cean ir you wanted to 
nut it in, cake it this sort or language, t hat ve 
reel that during the past year interest rates have 
~ro?'> ed, and therefore FHA oould well afford to 
drop its interest rate, nnd not apeoity the ~unt 
~nd show the direction. And you certainly want to 
give him n chance to argue about it. • 
\/ell, or course , the di f f i culty io this RFC cort gage 
company holding up the rate at four and a half per - ' 
cent , four and a quarter , that they are paying tor 
these cort!)ages; and then they are financing it -
they are selling debentures •• •• 

\fell then, there is another fellow - you don ' t want 
us to put the President in a nos1tion that he ' s going 
to order Jesse J ones or l!oDonald to do 110oothing, 
Without g iving them a hearing. 

Ue haven't had tioe . What we've sot to do i s talk 
to the President about it. It seecs to me we want 
to s timulate housing. Harry ' s go t a program 1n 
nlltlber 3· \[nan I say ve ouc;ht to take USHA and FHA 
and do whatever we can do to set oore housing through 
those two agencies - housing i s tremendously impor­
tant . 

Well, how is housing going noll? 

Juat fair. It could be double what it i s . 

I think they esti mate about n billion eight tor t hi s 
year, lir . Secret ary. 
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Ao ns~net what l ast yeart 

As against one billion tour. 

No, total residential construct ion. 

A~nln I say - Just think it over - we could indicate 
that 1o-e think with interest rates dropping, that 
FHA and RFO m1ght well drop their charges, >.1.thout 
specifying the amount. 

Then it you're asked orally how much, you could say 
whAt you think. 

Sho\t t he trend. 

Thie five to tour i s more than I suggested. The 
boye \1rote it th ie uay. I suggested troc five to 
tour and a half. I think I ~gree with you that 
a one percent drop • ••• 

Listen, if you •. • . 

This drop i sn't • ••• 

!low maybe ve can tr~de . 

•~rr1ner, it you can't keep track of the hall room 
boys, how can you expect ce to? 

They dropped this another halt . 

\/ell, Harry 1s willing to trade, aren't you, Harryt 

Isn't that right' Didn't you slip another half in 
there? 

Either a quarter or a halt. 

Hy recollection was that it was four and a quarter 
and I think we dropped 1t n quarter. 

llo, it was four and a half • 

:57 
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Well, I again sugges t no spoc1 1'1ed amount . 

Thnt makes a t r emendous d 1tterenoe. You see, there 
is more than l O percent i n t he i nterest payment. 

:sa 

I again suggest thinking i t over - to indicate that 
111th louer inter est rates, and so torth, that - that 
FHA ought to keep abreast ot tho time, and there-
tore •••• 

That ' s right. 

Wel l, using language lilte th/>t. You don 't knov bow 
ouch. WhaU 

I think as a matter or tact they'd be ayapathetio to 
that. I•ve talked to them. 

Using the words -
the money market . 
Johnny? 

Yes, I think so. 

that they should keep abreast with 
Wbatt Doesn ' t that onke sense, 

I don ' t know, maybe they should drop it two percent . 
I don 1 t knott - or a quarter, an eighth. 

Sell : CUt out the amount . 

s.: .. Jr: 

S:Uth: 

:cclea: 

S.1:.Jr: 

~ccloa : 

lllll.te: 

Eceleo: 

Yes. A1l right, s~ith? 

(Nods approv~) . 

I 1d say lese than a halt would be • .•. 

Be willing to say that they should keep abreast or 
the money market? 

\/ell, ot course, i t ' s a dit't'icult t hing to do that , 
to know Just •••• 

Well, it could be stated that •••• 

All they coul d ·do is put a t op. They don ' t put any 
bottom. They put a max1mum amount that a lending 
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ins t i t ut1on ca n cha r ge , and as l ong na they a re 
permitting t hem to charge t1vc percent, t here a re 
~ great many of t h em that are char ging t ho f ive. 
But t h ey 110uld charge t ho fou r and a halt 1r t hat ' s 
al l they could charge, and make the l oans 1n exactly 
the s arne uay. 

~he lan~age mi ght b e somewhat like t h i s : • sone 
reducti on of ~rlA maximuo interest may be called f or 
i n v i ew or the l ouer rates of interest and 1n order 
to sti oulate tur ther bor rowing . I n order to make 
~.1s effective, appropri at e change s shoul d be oade 
i n the RFC cortga&e pr actice .• 

-~ not sugges t to the Preside nt that he dee1gnate 
the Oovemor and your eelt and Jesee Jones and !!cDonald 
to l ook i nt o it and cake a recommendat i on' 

I wouldn ' t give hi~ - I 1d draw hi s a t tent i on t o the 
t a ct - we a re will i ng t o draw his a t t ention t o the 
fact t hat FHA, 1f t he f acts are correct , has not 
kept abr east 11i t h the money market, ~'o r ee l so for t h 
nnd eo on can be don e. Now, with a new eet- up, e.ll 
he 1 d have t o do uoul d be 'to s end for J ones and tel l 
him that . I don 1 t t hink - I moan I questi on - I 
don ' t ·.-oant to suggest a com-,)i ttee unlsso t he Presi­
dent wants one. I t Ju s t makes it that - 1! he 
thinko 11ell of i t , he can s ay, •J ones , under the 
neu Bet-up, t h is 1 s what I thinlt I want . • 

State i t Jus t the way l!arriner did. Ask tor tour 
pt>rcent nod coc pr o::Us e w1 th J esse on t ou r and a !lal t'. 

~hat 1 e wi th Stevart . 

J usse will be the bi g boos of tho outfi t , presunably, 
attar J uly 1 . 

Sure . \/ell, gentlelllen , 1 ! i t ' s 
t o o top here AAd then resume at 
I do that - because I ' ve ~;;ot t o 
t he l'lh1 to Hous e . 

All r i gh t . 

• 

~greeablo , l• d l i k e 
~ :00 o ' cl ock - can 
100 over to l unch a t 

• 
.. 
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And I think we ' ll start at number 4 atter lunch. 

!lumber 3· 

.l70 

llo - well , I thought - it you people want to discuss 
3- I thought I' d start at tour. 

Three uas put 1n as a general oduont1onal program. 

Health progra~J. 

That's t he spirit. I mean we ' ve b~t •••• 

!lwaber 2 IIIBY be worth uhile expanding - not only 
getting the interest rate lower, which is terribly 
icportant, but I think we may Alao think or the 
possibility ot .•.• 

Extending the ~orti~atlon. 

No, expanding that program by using llPA labor on 
those l ittle - on small - on houses ot s i x thousand 
or lees. In other words, give n subsidy 1n the form 
ot labor. 

We 1l l try to work something out, soe What it looks 
l1ka. 

That doesn ' t involve a budget expenditure at all, 
because you 're going to have your 14'A labor and 11' 
you can divert that into houe1fl8 and use 1t as a 
leverage, you'll get a lot more houeing. 

':'hat would require a change in the 14'A legislation, 
because now they can only portorm work tor public 
bodi es. That's what we ran into laet year. They 
could do the service right up to the land - all 
the aervicing. 

You could permit them to use IIPA labor on private 
houelng that didn't exceed so much ln cost ae 
apprai sed by FHA, seet 

Yea. 

Permit lt to be done. 

Would you all coge back at 4:00. 

,.. 
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TREASURY DEPARTMENT 

INTER OFI'ICE COMMUNICATION 

DATa .TWle 13, 1939 

Stcretary ~oreenth8u 

l!r. HanOI 

rho oubco~ittee of tho Wa7$ and Ueane C~ittoo on Internal 
~··~e t&Xation at ita a~etings on Wonda7, Juno 12, 1939 E&do the 
rollowl nz c!ocioiona with reapact to llattoro to bo incluc!od ln tho 
rev.we bill : 

1. :!At Loa a Carr;r:o• er. 

•• It wao agreed. (lo the aboence of obJoctlon) 
t hat loooea ohould be earrlec! oYer tro= 1939 
to 19.0, to be flrot uoed for co-;utation o! 
inco=• for the you 19.0. 

b. It tao agreed (in tho abaenca of obJoctlon) 
th&t a net operatill& l o10 "8J' be cerrhd over 
from one yeer to the two auccee4in& years . 
(Wr. 0 1Donnoll oatimnted loao of revenue from 
" two year cerr.-over !rom buoinoao ye,.ro like 
1939, of $23. 6 million). 

c. Aa a part of ita ccnalderation of the =otter, 
it wao Underatoo<f b)' the Co,..lttoe t hot capital 
lo .. oa would be u:cluc!oc! ln cocputl114 not opor-
ati114 loaooa. 

c! . H wu &Cl'I04 in the abaenco of obJoctlol> t hat 
poraol>al boldint; COJIPan' eo ahoul4 net be allowed 
t b11 new operati:c& loaa car:ry-oYtr. 

2. O~ltal Stock U14 3xcoao Proti to !I!. 

It waa -creed (in tho abaenco o! obJoctlon) to allow 
redaolaration of value upward in 1939 and 1940. 
(l!r. O'Donnell aotiaatod reve1>ue loaa at $4 ailllo~>) . 

3. Corporation Tl!· 

•• It wao agreed (in tte aboenco of obJection) that 
tho ulldhtributod pro!lta tax ohould not bo ox-
tolldo4 bo;,olld 1939 (:e..nnuo looo ootl=atod bf 
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IJr , O'llonnoll &t $1?.5 llilllon) and that tho 
re.to on corporation• above $25,000 lhould 'oo 
l Bl' (reveDUo lncreaoe rl t h propoaal In 'o. be­
low oatlmatod by Ur. 0 1llonnoll at $65 million 
au111111n;: banko and l nouranc.:e companlu t o bo 
included in general treatment). 

b. Ao to corporatlono under $25 000, It wao -.rood 
(In tho a'ooence of objection) that tho ratoa In 
tho preaent law wi th reapect to thole oorpora­
tlono ehould be continued. 

c. It wao flrot acreed tentatively (In tho abaonce 
of objection) that the divldi~ line between 
larp and omall corperatlono ahould be upon not 
lccoae a:>d not upon noraal tax not lnco110 . On 
1\u'thor conoidoratlon it woo ..:reed that the 41-
YidlJll: llno thould be on non>al tax otOt lncoao 
which lo net lnco~• leoe intoreat 'on partiall7 
exempt iederal obllgationo and looo the credit 
tor intercorporate dividendo. 

d . It '"'" aareed that 'oanko, Ohlna 'l!rade Act COII­

panloo, Insurance companloo and corpor"tlono 
In poaaeaal on• shell be treated llko other cor­
poration• ao to rateo and that mutual lnveatmcnt 
companies ohnll be taxed at a tlat l~ ro~dleoo 
of tho ohe ot Income with tho tame orodit tor 
d1ttrl'outed lneoce which the .. compan1oo now re­
ceive. 

•• It ;&, agreed (in the a'ooonco or objection) that 
foralgn corporation• onsaged In trade or 'ouolnooo 
wl thin tho United Ste.tea are to 'oo tand at l~, 
inotead or l~~ as in the prooe~t law. 

t. It no agreed (in the abeenco of objection) that 
the preoont ? roYioiona taxins foroisn corporation• 
not ODSB6ed In trade cr buoineu In the llnlted 
Stat .. ohall be contiDUed . 'rh07 an now tand at 
1~ upon rl t hholdins Income except diYide~>do and 
at 1o-~ upon dividendo. 

g . It wao agreed (in tho abaonco of objoctlo~>) that 
tho opoclal treatment giYon under prooo~>t lnw to 
corporation• in bankruptcy or rocoiYorlhip, joint 
otock land b&Dka and rental houoin& corporation• 
ohall be eliminated oo that thooo corporatio~>o 
will be treated like all othora. 
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4. !Ualutlon of tho $2, 000 L1&1tat1on on Corporate Capital 

Lo••••· 
1 • It "'" ecreod (in the aboonco ot obJection) that 

thoro ohall be no lW t on deduction of lont-tera 
lo1111 by corporations. (Ur. O'Donnell o1tlaat ed 
rovonuo loa1 at $49 million.) 

b. It waD ncreod (In th4 abooneo ot obJecti on) that 
thoro ahall be a limitation on tho doductlb1llty 
of ohort-term loaaea so that thay can only bo ap­
pllad ~not abort-term ¢no tor tho taublo 
yoar w1 t h a one-year carr}"-onr for uoo ~not · 
1hort-teno cains 1n the next year . (llr . O' Donnell 
e 1timotod revenue loaa at $1.4 million.) 

s. It wa1 a.pparentl)' aueed by the Subco-.1 t tao that nll or 
the rorecolac proposals ohnll flrat becoao o~oratlve for 
taxable year1 co=enciDG In 1940. 

6. llr. O' Donnell eot loatod t he net r oYonuo lou trom all of 
tho toroiQ I D& propooala at $15.7 mill i on . 

7. It wao .greed by vote that t h4 oxcloo tuo1 and pootal 
re>to proviolona ahnll be extended tor two yoc.r•· 

8. Hendler cnao 

It waa &&r ood (by vote) that a proYialon to eli mi nat e tho 
proble:o created by t he Hendler caoo relatinG to aa1umptlon 
of lndebtedneca In eorpornte reor~lsatlon1 ohall be In­
cluded In t ho bill. 

9 . !to1hland & Oowran caaes 

It waa agreed (In th$ absence o! objection) that a proYislon 
to ollaluto tho problea1 created b)' tho Ioohl&Dd and Gowr!!l! 
CMOI rolatiCC tn t he tautlon or 1tocl< diYidondl, ohnll be 
Included I n tho bill. 
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!CB'riNG OP FISCAL AND )!Oms'l'ARY 
ADVISORY BOARD 

June 13, 1939. 
•:oo P, M. 

Pr~o~nt: 

H .~.Jr: 

Bell: 

B. !i. Jr: 

Bell: 

Wr . Eccles 
14r. Delano 
14r, Smith 
Mr . Gaston 
llr. Foler 
Wr. Bell 
llr. White 
llr , Dul'tield 
Wr, Haaa 
Kr. Currie 

can I read thia !'rom 14r. Bell to me and eee 1t it 
makes - it I can understand it. 

It fOU want me to , I ' ll explain it. You don't have •• •• 
You can keep that; I 1ve got a carbon. 

Vlant to gi ve them cop1est 

Yea, 

The t i rat three paragraphs are just an explanation 
ot what thor are doing. The table shows in the tirat 
column what ia allowed in .the budget, 1n the second 
col umn what is allowed i n the budget and added by 
the Senate, and 1n the third column what is 1n the 
budget, what is added b7 the Senate , and the 150 
million program 1n Harr,.'s memoran4um - 1n the third 
column. Those three items, plue 100 milllon tor the 
cotton program which ie ment ioned 1n the memorandum 
1n the back of the book, but ian ' t mentioned 1n the 
S\lllllllarf memorandum. And I 1 ll explain i t to rau. 

If ther get onlr the 90 million dollars whi ch is 1n 
the budget, ther'll use 57 million 500 thousand for 
distribution ot surplus products, which will include 
the stamp plan; they 'll use 2et million tor export 
eubaid7, which will be l araelr on wheat flour; and 
they'll use 10 million dollars as a diversion pro­
gram tor peanuts and prunes , et cetera . 

Now, if the7 get the 90 million in the budget plus 
the 113 million which baa been added bf the Senat e , 

.. 
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sell: 

B. Jt. Jr: 

sen: 

H.fi! .Jr: 
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they ' ll s pend 95 million tor this distribution or 
surplus coiO!liOditiea, 93 million Iot• export subsidv 
Whioh will include wheat !lour, lard and cotton. ·• 

\'/here are you reading f rom theret 

Second column t here . 

I 've got the nin.ety. 

That's in the note. 

I see. 

And five million dollars will be an experiment on 
the stamp plan for distribution o f cotton. 

Five million. 

eell: Five million. Tba t 1 s an experiment . And ten million 
will be the diver sion program. 

H. lt . Jr: 

Bell: 

Now, 1f they get the amount i .n tho budget and the 
amount added by the Senate, plua 150 million shown 
in Harry's memorandWII, under n=ber 3 column, they'll 
uae 225 million for distri bution of surplua commodi ­
ties , 93 million for export subsidy, aame aa the 
year before, and they spend twenty- five million for 
the cotton program - that ia , t he distribution of 
cotton goods under the stamp plan - and t en million 
for subsidy - or I mean diversion. 

Now, i f they get the extra hundred million for your 
cotton textiles, why, they would raiaa t he distri­
bution of surplus c()llllll0<1it1ea by twenty-five million 
and add to the export o! cotton, or the export subsidy 
on cot ton, making that 133 million, and allowing 
60 million for cotton textile diatribution and 
10 million f or diversion, maki.ng 453. But they 
feel that tho 353 program i s the most practical of 
the lot. 

What ' a that program, numllar · 3t 

Three, yea. They reel that they 've got to go very 
slowly on the distribution of cotton textil es by 
t he stamp plan and they would prefer number 3 , 
I think, to nu=ber 4 . 
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But number 2 ia the way it'a in the bill nowT 

Number 2 ia what'a in the budget plu. what'• in 
the bill as added by the Senate , 

And the 113 ia added by tha Senate, and 93 of it 
ia export aubaidy, 

Tbat 1 a right , yea, air. 

Basn' t paaaed the Rouae . 

No, t hat 1 s still 1n conference. And ;rou were right 
about 25 percent on commodities. 

I was right on that? 

:83 

That was added last year , and a pplies begi nning with 
the t1acal year 1940, doesn ' t apply to ' 39. 

(n.~ . Jr . gives Miaa Chauncey his recovery program book ' 
to be changed) 

Doss anybody want to ask Llr. Bell about this memoran­
dumf 

Number 3 tits in with the memorandum thie morning, 
calling tor the 150. 

That's right , yea , 

Everybody got a copy of thief Now, moment aril;r, I•m 
without a cop;r, so does anybody want to aak anything 
about thiat 

Than that really should be 250 instead of 150 there , 
in the summary, if tho textiles are to be inCluded. 

No , I don't 
afterwards. 
book. 

think so. I think that they added that 
There was a separate memorandum in your 

I say if you ' re going to include textiles, thia should 
be 250. 

That ' a right . 
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It says "including cotton textiles , clothing, and 
dairy • •• • • So it really should be 250 additional, 
which ia really a total of ~50 . 

That ' s r i ght , yea . 

184 

On the number 3 column, Harry, it provides 150 million 
for an extension of the stamp plan, 1a that right! 

Yea, that 1e right - of the stamp plan. But they 
say that 1t you want to add cotton textllea that you 
should put 1n another hundred million dollars. But 
it's questionable 1n their mind whether they can 
spend the whole hundred million dollars . 

But you f igure 25 million f or distr ibution of cotton 
under ~ . but you spend 60 million under 4 . 

But you shift it from the atamp plan up to export 
oubs1dy. I don ' t think they are very strong tor 
number 4. They don ' t talk l i ke it. 

Takea a hundred mil lion more money. 

Bell: Yea , but they are not ao certain they can be success­
ful with a program aa large aa that 1n 1 40. ' 40 

l.bite: 

H.! .Jr: 

Eccles: 

H.Y. .Jr: 

Eccles: 

S. li .Jr: 

ia on ua now. 

All right on this! I haven ' t got =7 book, but I can 
remecber enough. 

You can use this carbon it you want to. 

Well, who wants to discuss numb.er ~t I mean which 
of you three gentlemen would caro to discuss number ~ . 
1n the light of - I mean wanting to recolliCIOnd 1t to 
the President at this session! Put it on that bas1a. 

You maan the number 3 we looked at thia morn1ngT 

Dooa anybody think we ought to recommend it to the 
President! 

I think it ought to be out. 

Out! 
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I think eo. 

Mr . Delano? Number 3? 

out . 

out. 
That ia on the basis that thoro is very lit t le 
time to work out a more eompl'ohenaivo scheme , and 
what i a to be dane in housing should be done by 
amendments to existing acta. I s that right? Or 
al'e you just giving up the i dea or doing m :ythingT 

No, no. I mean explain that you don ' t give up. I 
think i t was a year ago or two years ago that we 
sat around here for a couple months t rying to set 
up what we called a Price Board on e verything t hat 
gooo into housi.ng. What d id we call i t , Price 
Control Board? 

Price Cont rol. 

And I 1vo never given up t~e thought that we ought 
to have something like that , tho way the ~lish 
have , No , t his isn't giving - this is - it a Just 
shelving i t a s far a s this session ia concerned. 

But I'm still not • ••• 

That was one of the powers granted t o this COl:lllittee, 
in tho explanation. One or tho powers waa for the 
creation or a permanent committee for the purpose of 
keeping constant surveillance over i tems entering 
into building costs , to prevent unjus t incl'easos 
and to initiate whatever stope are possi ble in t ho 
law to prevent such increase. We took everyone of 
those things •• •• 

I perhaps haven ' t made myself clear. I'll commence 
a t the shelvi ng. Are we dismiss i ng any recommenda­
tion to the President on housing aaids trom number 2, 
or are we going to suggest that there might be some 
amendments to the existing housing legislation? 

Talking for myseU' 
1 

I ' m taking it - t ho ques tion that 
I'm raising ie, should we d iamisa what is in number 3 

17 
. '1 
~ . . .:. -
. . " ,_. 

I 
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and content oursolYoa with 1 2nd 2f 

\'loll , I .tool ver y atroneJ.I that wo should. I don't 
think that i t i s practioa at this atago to eat up 
number 3. If wo had aot up number 3 aovoral yoara 
ago, 1n proforonoo to poeaibly l and 2 , and co• orod 
tho Whole field of houaing, tbat would have boon 
one thing, but we di dn' t do i t , And now to bring 
1n anot her - a new a~in1atrator, a now organization, 
oven though it -r bo under tll8 proposed lending 
organization that s boon aot up 1n tho roorgani:tatlon 
program, etill it's a - it's an entirely new depart­
ment to do a fUnction that hasn ' t yet been done , 
And I don't thlnk that - I thlnk that it would in­
volvo too much controvoray and you would have a 
good deal of conflict between this typo of a set-up 
and FHA and the United Statoa Housing Authority, 
until they ware worked out. And God l I think we've 
got enough t rouble now. 

llell, I ' d like to llako thia program so tasty that 
tho Proaidont will take i t and fight for it, Now, 
i t ' s got to be very attractive, the whole thing 
that wo are putti ng up to him, and I think 1n tbia 
sort of thing that wo raiao 1n 3 - I think he juat 
would throw up hie banda aa rar aa this eoaaion 
goee . But , to answer llr. SJdth, that doeen't cloao 
the door that this shouldn ' t be explored tully 
between now and next January. Doea that anewer your 
question? 

flell, I thlnk so, with the possible question that I 
bed in Jdnd, because I am not familiar w1 th these 
atatutoa , aa to whether there was anything 1n thoro 
that might be plugged, we ' ll aay, in l and 2 at thia 
time by amendment• of tboae ac ts. And I wouldn ' t 
know t he answer to t hat. The boya have e.xplored it, 

I think ll&rry • s anowor to 1t was thet be d14n' t think 
the administration now adlldn1s t er1ng number l could 
tsko on that additional .function. Ia that right , 
Harry? 

That ' • what I .tool, and alao tho lawyers who were 
drafting a bi~~ to include tboao and othor powora 
• •• • They inci dentally f elt rather ontbuaiaatic 
about it, and O'Connell , who .tollowa the houaing 
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situation pre tt7 caretuu,.; aa7a that OSHA takee 

care ot the lowest rental gro~ and the ~ have 
above the t wo thousand dollar income , and that the 

houalng to .service a large part or the popu1at1on 
between a thousand dollare and two thousand dollars 

income is not taken care ot by either . 

r.b& t group! 

Between the thousand and two thousand dollar i ncome 
groups. 

:87 

And then they thought there ought to be some agenc:y 
which wou1d attempt to get tax reduction n-om l ocali­

ties , The:r also thought that what the7 would do 

would be to go into a community where they think 

housi ng is necessary, ot one tne or another, and 

draw the plans in the greatest detail and tigure out 

the cost and the rental , and then publi c i ze, adver­

tise this kind ot a project , with t his kind of a )"ield, 

under this kind of a cost , and give private enter-

prise three months or six months to bi d on it; and ' 

t hen if nobod:r b i ds on it, the:r would go in and do 
the wor k , setting up sort of sample communiti es all 

ovor, 1nd1cating that the thing could PA7• 

Then the7 aiso wanted to operate with the Interstate -

have a commit tee operating with the Interstate Commere~e 

Commissi on to see it the:y couldn' t get a reduction 
in some of t\le transportation coats on some buildings. 

The general intent was to have a committee whose sole 

intent was to s•t housing, irrespective of how and 
whore , with no other alternative or purpose, and with 

a.ll the possible powers that could be granted them: 

and the thought was that with such a group under 
the proper administration, with new powers and new 
wrinkles t hat could be developed as the7 went along, 

the:r could get resulte , whereas the present org&niza­

t i on will not get an:r more results ~ the:r are 

contemplating. 

I t would bring up immediatel7 the whole question or 

t he Government golna into competition in the field 
of pri vate enterpriee. It would rai se a lot ot tnt)s•~ 

queetione. 
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It'a too • ... 

Too involved. 

The thing I 1m trying to tbinlc or - thAt I want to 
tako to the President things that 1n the last six 
years we have tried and made a suceesa or and that 
we can do more or. 

\'/ell , this is a pretty drast1o propoaal . 

Now, I sat around - don 1 t want to argue too liiUeb 
about this thing - every t ine 'We touched on this 
thing, somohody would whisper, "Look out now; now 
look out tor labor on this thins••••" And - I mean 
we sat around here - I don't know why they wore eo 
worried, but they were. I don't think we've got 
time to di goat this tor tho Presi dent - number 3. 
Certainly Eeelos, who followed tho housing thing so 
oloaely, tools that way. 

Is it agreeable to leave it out for the t1me being? 

Uy questions are answered. 

Ia that all right with you, Mr. Delano? 

Yea. 

All right? She's out. 

• t . Expansion or Farm Tenancy Progl'am, selr- l1qu1-
dating portion alone (in addition to present program 
or 165 million, or which 110 milli ons aro self- liqui­
dating) •• 

That's a bad name for it. Wo needed a name . It 
really ia rehabili tation loans . In the explanation 
or that partieulal' item, tho bl'eakdown ia as follows. 
C~~ I gi ve 1t very briefly, what that amounts to? 

Plese e. 

"1. For rehabilitation loans to appl'oxlmately 400,000 
low-inoomo rarm ram1l1os who al'e known to be eligible 
and in need of assistance , 200 million dollars . 

... 
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"2, Fo~ loana t o approx~tely 2001000 tara famili ae 
for minor repaira and improvements to farm homee 
and buildinge , 100 million dollars . 

"3. For loana to asaociationa tor the purchase of 
land a.nd davel opaent of tarma and homee tor approxi­
mately 20, 000 low- ineooe farm taailiee ••• • • 

What do you mean by aseoc1atioD3T 

I imagine it means cooperative farmera•groupa . 

Is that a resettl ement program? 

Yea . 

This third one. 

That particular one, I beli eve, baa to do with pur­
chasing these very large plantatione. 

Oh yea , I remember. They've bought plantations and 
t hey have put on one plantation a large number of 
farms , a.nd they call them aaaociat1one. 

They buy a large area or land and then divide i t up 
into twenty- acre or forty-acre plota, build a houae 
or & barn. 

This may have real value aa a social project on a 
long-range program, but it seems to me that for our 
parti cular purpose now it isn ' t going to - it i sn ' t 
goiDA to be that type of investment or expenditure 
tbatTa going to gi ve any material stimulus. It isn't 
going to have the same multi plier, 1n other words , 
1n giving employment that some other expenditure• 
wou.ld have . 

Another feature about it that seema to me to argue 
agai nat a further 1ncreaae of it ia that i t would 
tend to increase , if anything, agricul tural produc­
tion. It ' s going to put a lot of theae farm tenants 
1n a place where they can be productive, and it's 
productive i n wh&tT: in the production of cotton 
and other farm producte. That ' s one of the etfecte 

: as 
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it baa , It would be like attempt1118 to finance 
1rrigo.t1on projects to brins more l!md under cul­
t ivation. It seems to me that to go beyond - now 
we have hero at present 1 65 million already 1n the 
progrAm, of which 110 are self-liquidating. Tbe 
proposal to br1118 1n this additional amount - at 

least another 530 million - that's a eubstantial 
sua, it aee~ to me, for What we're go1118 to get 
out of it by way of stimulation of the national 
1neollle, which we are thinlc1118 of primarily - of 
increasing employment and increasing the national 
income. 

I don't know why you have that reeling about this . 
Tbere ia a certain portion of it - I don ' t know, 
but probably offhand a fourth - which will repre­
sent payment for land, and that fourth will be non­
employment- creating in the first i nstance, as you 
indicate. But the remainder or i t goes to very 
low income groupe and will have the snme effect as 
expenditures 1n any other direction. 

Before that is turned down, I should be inclined, 
if you have t1llle , to liston to Bal dwin , who sponsora 
this program. He can make a pretty good ease for it. 

liell , 111ight I say th1a , because I know this will be 
pleas1118 to the President; that that part of this 
fa= security program which buys fart111 and sells them 
to the farmers on a forty- year basis - that that would 
be put into a corpornt1on and that corporation would 
be permitted to sell bonds against the land, you see? 

That's what they 've ~orked out on this . 

Yes , but just as to the l and i tself - I mean Whatever -
a tenant rarm corporation. 

Farm tenancy. 

But the loans f or equipment and building woul~ also 
go i nto that corporo.tion. 

No. 

\Ohy nott 

... 
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Boll: I think so. They buy the squ1p111ent, buy a IINle •• •• 

Eccles: 

H.l . Jr: 

'Jblte : 

I!. I! ,Jr: 

Eocleo: 

H. l! , Jr : 

Eccles: 

lbite: 

Currie: 

Bell: 

l'ibi ta: 

Bcclea1 

There may be some los sea , but the loaaea would be 
determined each year when you appraised the assets , 
and you go to Coogreaa. 

The way you do with Ca.od1ty Credit. 

That ' • the way this waa worked out 1n deta1l - juat 
the proposal. 

I lmow that would be pleasing to him, and I ' d much 
rather organize it - I don't know how the rest ot a 
you .reel - I ' d much rather organize that kind ot a 
aelt - liquidating, aelt- tinancing corporation and have 
to detond it , than I would a lot or other suggestions . 

r~y not do it 1n tbi a wayt It you're going to sat up 
thia aelt-.C1nanc1ng corporation • ••• 

That ' s the word: self- financing. 

And it would naturally come - it ia 1n Agriculture 
now, isn't i t , Harry1 

Yea. They have a - I've torgotten it - they ' ve got 
a name tor it. 

Farm Home Corporation. 

It ' s the Farm Security Administration that handles i t . 
They h~ve authori ty to set uP a corporation. 

Tboy have eat up a corporation in the ~ Bi ll. 

Set up a corporation to iasue uP to 500 mi llion ot 
aecuri tiea tor these purpoaea, and the law would 
apecity the broad purpoaea ot the corporation. Now, 
that doesn ' t neceaaarily mean that next year they're 
going to iaaue 500 mill i on. The point would be 
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th~t that ' s the l~t . Ir they uae that , they 've 
got to go back to Congress . They may be five years 
doing it . 

'02 - "' 

I think they've pr esented it i n Hs worst way. But 
that ' s vthat I had i n mind and that • o an original 
thoueht we had last week, and 1 think that vtill stand 
on ita own feet . It' s a gr eat aociel need, and 1 
think i t ' s important. 

1'hat would mean that the present 160 million • . ,, 

~.ould come out of the budge t . 

•••• would come out and would go into this corpora­
tion, and any add1t1.oru:.l ~ount - the point "ould 
be, it seems to me, to point out to Congress tha t 
there ought to be 500 million ovor a period of time , 
Whi ch i s not en excessive amount o f authority to 
grunt f or this purpose . 

Ancl any clefici t during the yenr we woul d send to 
Coneress once a year. 

Since the loans nre uncollectible. 

!low, they have a good deal of detail on this . They 
are reorganizing it be t ter now, r.hi le they have more 
tioe, but they di d say definitely t hat the estioete 
t hat they have here - that they could spend that 
much 1n the calendar year 1940 - is predi cated upon 
t he assuoption that they woul~ bo atle to beg1.n 
makin£ their plans by October 1 . If they cnn not 
have - i f that is not truo , then they have to wait , 
they claim, tor moat of these , for a good deal of 
it, until the next crop yoar , so it woulc bccomo 
effect1 ve in • 41. 
Harry , if you woulc take What ~r . Eccles suguested 
and make i t a 500 million dollar corporation; and 
.:hat d o you - 1 think in all of these thi ngs - a 
five- year life? 

';:ell , you could tnal<e ••• • 
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Each one ia di fferent here . 

V~y couldn' t you make - what you've got to do ia 
to have a capi tal stock i n tbia thing, and if you 
made a capital s t ock of, say, a hundred million for 
your corporation, wi th an autboriti to sell deben­
tures up to f i ve times that capi ta , and you'd go 
back to Congress a t such time aa you had exhausted 
your power to sell debentures or at such time as the 
loaaea had absorbed the capital - each year you'd 
report to Congreas and have t hem appropriate the 
deficit that was created 1n the capital and keep it 
the hundred million, so you've got your revolving 
fund ot 500 million. 

Is it necessary to start it out with the hundred 
million capitalization, because that ' s a direct 
charge on the budget. Did you do that 1n Coi:Dodity 
Credit? 

Yea. 

l! .X. Jr: Yea . 

Ecclea: 

Haas: 

£celea: 

Haaa: 

li .K. Jrs 

Eeelea : 

Ra.ae: 

\'/ell , you've already got 1n tho budget 165 milli on, 
~o this would be 65 million leas than you've got now 
in the budget. 
It's really unnecessary while you guarantee the aeeur1-
t1ee. It's a fiction you carry over tr~ private 
finance. 
If you don't guarantee the eeeuritiea, you ' re going 
to pay at leaat .one percent more tor your coney. 
And for all practical purposes the Government has 
got to be back of i t anyway. 

I think that 'a all rigbt , but , having guaranteed 
the securities, why do you need a capital stock 
eushiont 

You don ' t . 

RFC baa got a capital atook· 

It'a a fiction that you uae ln private finance . 

.. 
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George ie rigbt . I meAn JOU can get along • • •• 

If you're going to adopt thie Commodity Credit 
principle , air, you' ve got to have that capital 
atook cushion. Otherwise, you can't follow that 
principle . 

I s that An integral part of the principle! 

Sure it ie. 

You 've got to have unimpaired capital. You've got 
to etart with capital. 

You rebuild it back. 

If not , you've got no cuehion and you've got no 
recerve t .bat you've got to keep und1m.1nished. 

Each year you make up a deficit . 

:94 

You ' d be guaranteeing the debentures and then making 
up the loa sea. 

You'd be operating in an insolvent condit ion. 

That isn't t he same u Commodity Credit. You've got 
to have a capital. 

Isn't the aa=e as BOLC or Federal Farm ¥ortgage. 
Bach one has a capital, and the capital may not have 
to be aore than a ten- for-one - one-tenth or it may 
even be a twentieth. It doeen't necessarily need 
to be a hundred million but you certainly, it seems 
to me, should have a capi tel so that at the end 
or each year your losses are not likely to exceed 
that capital. Otherwise you've got a guaranteed 
debenture where lt is really impaired, and you 
haven't got assets baok or it . And you should 
always be in a position ••• • 

It you had 25 million, i t would be ample . 

Haaa: Aa long aa you have it guaranteed, the collateral 
behind it isn't the significant thins• Tbat'a the 
point I'm •lr1ng. 

... 
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Publi cly, though, people would aay that these 
guaranteed debentures haven ' t got aaaets back or 
them. Ycu want to be 1n the position always or 
saying that these guaranteed debentures are always 
tully and adequately supported by self-li qui dating 
aaaeta . 

Well, may I adjudicate this . Following the principle 
tbD.t I 1m trying to - the one that I DQ"&elf am follow­
ing - t hat we only do t hose t hinga which !lave proved 
aucceaatul , let's t ake the Commodity Credi t nrlnciple. 

That 1 a the wa)' we aet up tbcae t wo corporations, as 
much of thla as we hAve been able to drart. 

I mean that ' s what I'm - eo we don't have to go to 
the President tomorrow and try to aell him something 
new. Is that agreeable to )'out 

Yea . 

14r. Smith? 

(Node yea) . 

On t hat basis it would be a 500 million dollar cor­
poration. 

But I'd like to see listed what they are go~ to do 
tor the tenant rarmera under that . 

The tirat t ive wbieb they've got l i sted, I take i t , 
1a what you have 1n mind - the first tive they've got 
l i ated 1n it. I can either repeat them or you can 
tind. them 1n there . 

Repeat them. 

The first one is rehabilitation loans to approximately 
400, 000 low- income tarm families who are known to 
be eligi ble and 1n need or assistance. And it you 
like, they ' ve got a paragraph on that, explaining 
that . 
Well then, number 2 would be tor loana to approxi­
mately 200,000 rarm familiae ror minor repairs 
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and improvements to fQrm homeo and bulldlnss • 

Number 3 wo\lld be tor loans to asaoo1at1ona tor 
the purchase of land and development of farms 
and homes for approximately 20, 000 low-income 
farm families . 

Nur:tbor 4 woul.<i be for loans to approximately 
20, 000 farm tenants to enable them to purchase 
t ho terms upon which they are tenants. 

Now, Harry , cay I make this susaoat1on. In pre­
senting this , lot's put it d1tforontly- I mean 
tho way they did on the food tickets, t hat there 
wore 18 to 20 million people who can be roached 
through rood tickets. Now, thoro are 400, 000 
people who can be roached, thoro are 20,000, so 
forth; not definitely "1'/o are going to roach them, " 
because t ho chances are nino out ot ten we won't , 
but tho p,otential customers, your field - "Tho field 
is this. ' You see what I me&nf 

How many 1s that total! 

Thoro is one other item f or providing needed water 
faoil i t iea f or arid and semi-arid tsrr1tor1ea . 

So far that 's 640 families. 

640 , 000 tam1l1es . 

640,000 families . 

So you have two million people tbat it's designed 

to roach. 
That this 500 million dollar corporation - the 
population - the need or this kind of aseistaneo, 
is for a million and a half , two million people; 
now, we are proposing Yith a 500 mil! i on dollar 
corporation •••• 

• "To be used ror the following purposes . 

You can uae a higher multiplier thoro, because 
farm families are bigger than our families. 
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You can aa7 what the field 1e, because we're not 
going to aeet it all, anr more than we'•e given 
a Job to enrrbodr. 

:97 

Thia 1e a credit corporation, a corporation tor the 
purpoee ot extending a cer tain t,-pe ot aaaietance 
or credit , It certa1nl7 1a marginal or border-line 
credit, ot course. As I understand it, we would 
expect there to be substantial losses tbat would 
onl7 be a charge aga1nat the budget aa ther occurred 
tr0111 rear to rear. A lot ot thia would be taken 
Where rou couldn't get anr eecurit7. 'l'here would 
be pract1oall7 no secur1t7. It would be an adYilllee , 
and rather than a WPA - I -an a •••• 

'l'he7 ear the7 take second mortg&gea e•en, which ot 
couree aren't worth IIIUch. 

Chattel mortgagee. 

Milo Perkins thinks the tarm tenenc1 loans will pa:J 
out 1n tull, and the rural rehabilitation loans, 
on the basis ot their experience in recent 7eare -
70 percent would be conservative. 

It'a a question or relief or this. It rou giva re­
lief, it 1a all gone . 

To give 7ou an ~le, hal! the State or North Dakota 
1e •mSnhabitable at the present tilDe. It ' s a ques­
tion ot moving the people. It rou bad this land or 
rou could bu7 land ror them and move thnl, not ban 
theae terrible camps w1 th people l1v1.DS 1n this squalor 
thia thing would be to reach the verr bott .. romg ot 
the ladder on the tarma. 

Well, 7our southern tenant termer 18 a s111111ar problem. 

Ozo look at rour thJ.ng 1n Southern Cali!omia. It 's 
eomething too terrible. 

Thel'8 ie part or tbis problem Which doubtless rou &l'e 
familiar with but the:J streu, the men who were onr 
bare. Ther have a maneloua educational tra1n1 ng 
organ1r.at1on buJ.lt up now - 1t took them a long time 
to buJ.ld it up - in which ther go to tho.. f&l'IU 
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and ahow them how to develop t~ck gardena and how 
to take care of proper farming practice. And they 
say they are havin.g astounding r eaulh. These 
people are terrifically i gnorant of the most ele­
mentary kind of agriculture. Most or thom are under­
ted because they don ' t - the tenant farme r s don't 
have little garden plots for their own use. They 
ae~u1re them, put t h em in, show them how t o operate 
them. 

Well, I 1m for the th.ing; I ' m very favorable to it aa 
a permanent program. But I doubt i f thore ' a a posai­
billity of getting out 400 million and doing a good 

. job of it, and therefore 1 think that •••• 

Well, they say they've done an awtul l ot or preparatory 
work. 

Well, I ' m favorable to setting it up along t he line 
that the Secretary suggests , so that whatever they 
can do next year in a proper way- it' s available . 
But ,aa I say, I wou l dn ' t figure that they are going 
to handl e 400 million. I don ' t think they'll get 
anywhere near tha t out . 

Well, I approach it f rom a little different angle 
tban 'l'lhi te and Currie , and I'm not being sarcastic; 
I mean it sincerely. They're tll1nk1ng In te rms of 
wha t ia the maxil!sum we can get out. I e t h inking 
thnt her e ' s a class of people - we've spent hundreds 
or millions of dollars trying to find out how to 
serve them; now we have l earned a process and t hi e is 
the beat th ing we have been able to do . Rather than 
discontinue it, I am suggesting this t hing so we 
can continue on a more or leas permanent basis and 
l et it stand on i ta own feet . There is no question 
as to the need. r:e have spent hundreds or millions 
or dollar• l earning how to do it. Now we 've done i t , 
learned how to do !t, fairly well; there ' s a good 
organization over there . I 1d like to see it con­
tinue, whether they get out 50 million, 100 million, 
200 million• tbao'a up to the organization. But 
that partic{uar group 'IIIlo will be taken care of -
now, I'm interested in taking care of the group L'l 
a way that 1s sound, and how !llll.cb goes out 1a 

incidental. 
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You're thinking or it as a r~al social problem 
and not ,a a merely a recover,. measure 1 as more or 
leas or a permanent social problem Whi ch can con­
tribute toward recover,.. 

I'm going back to - What I ' m try1ng to do here i a , 
with the help of you gentlemen, to bring to the 
President's attention our pledge of the New Deal 
that we're going to take care of the lower third. 
Now, bare ia an enormous group we have made a start 
on, and I 1 d like to see it continue. That' a the 
Whole thing. I'm not taking the dollar velocit7 
or anything else, I mean here ia an enormous group. 
Ylell, I dco ' t think we can atrord to forget about 
them. I mean instead or being telephoned and tele­
graphed that JOU1ve got a thousand, f i fteen hundred 
people on that road - where was it, in Arkansas 
or KiaaiaaippU 

Arkansas. 

And then evecybody scatters around trying to tind 
a place to put them. And then- you know- I mean •• •• 

Wissouri , wasn ' t it' Near st. Louis. 

It was terrible . 

Aa I understand it, we ' re going to suggest a setting 
up of a corporation of, say, 50 million or capitLl, 
which would be permitted to issue debentures of ten 
times that , which would be 500 million, for this 
purpose. !low, the 50 million then - whereas now 1n 
the budget you have 165 million, JOU would tMn onlJ 
have the 50 million of the original capital in the 
budget this year. 

With one qualification. TheJ say the administrative 
expenses are vecy high, so the a¢min1atrati ve expenses 
on this sum, I think, amounts to almost 25 million 
dollars. so I t ake it that that would be taken care 
of i n the budget; so the budget might be reduced 
trom 165 poeaibly to 75, 50 or which would go for 
the capital and the rest migbt go tor admini strati ve 

expense a . 
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Adlll1n1atrative ezpenaes sre part ot ,-~ losses. 

I think ,-ou better, aa long as ,-ou•ve got it there -
,-ou'd better make it a hundr ed llllllion dollars . 

And have their adllllnistrative ezpenaea be treated aa 
current losses to be replenished next 7ear it C~resa 
so aeea tit. ' 

Out ot the hundred llllllion. 

Out ot the hundred llllllion. 

But tbe beaut,- ot tb1a 1e , each ,-ear ,-ou can take 
an inventol'T and the publ1e lo:non what ,-ou•re doing. 

Am I going too tastt Kr. Delano! 

Delano: No. 

S:nl.th: No. 

l!ecles: 

H.ll. Jr: 

Bane a: 

B.» . Jr: 

Gaat<m: 

H.II . Jr: 

White: 

But th1a • •• • All right , Marriner! 

Yea , I'm • • •• 

JoblinT, TOU want to eaT something! 

llo, nothing. 

Herbert! 
llo , I think it's a good thing regardlees or whether 
there 1e an eeonoad.e erteot trom 1t. 

I think ao. All r1gnt , that ' • o. x., then. I•ve 
been t171n& to be •••• 

Now, tllia next thing, 1e that newt 

Yea that ' • new. I just got a coupl e paragraph& 
on it. I don't mow an,-tbing about 1t except the 
taot that 1t 1a aupposad to be - there are a lot 
ot tara land• which are being deatr o,-ed bJ virtue 
ot lack ot terracing and leek or conservation prac-

tice. 
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Har17, we 've got a whole progrlllll on that. 

They cla1m that t hese individual farmers and counties, 
if they could borrow • ••• 

How much have we got 1n thatf 

500 million dollars . The whole program i s a soi l 
conaervation program, part of which is terracing 
and prevention of soil erosion. 

Does that apply to individual tanu , or does .... 

A man signa a contract. He signa it to do certain 
things on his t &l'lll, not onlJ to put manure on it and 
a fenee , but also to prevent washing away. 

This i a what he says. I don't know whether that re­
places this. 

We also have a Soil Conservation Division which ia 
an educational thing. 

Well, this i a what he says . 

But you've got •• •• 

An edueo.tional program. 

Who ia "ha"T 

Wilson of Agri culture . 

ll. L . 

That isn' t the man. They've got a man over there • ••• 

Bennett . 

Bennett is the fellow . 

I suppose they got it from bim. 

They ' ve got a program. 

This i a what be says about i t. Be saJa, "All such 
Federal assistance •• •• • -which he euumerates above 
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when he refers to the same things you do - • • ••• ie 
predica ted upon the a.aaumption that local distri cts 
will be responsible for And f i nAnce a major share 
ot vAri ous types of work necessary to agricultural 
stabili ty and conservat i on; and that there are some 
localities whieh are not Able to do ao because they 
haven't got the money. " And he wAnts to loan them •• •• 

Not on a self- finan.cing, aelf-l1qu1dat1.ng basis. I 
don ' t think it measures up to it. How mueh did we 
spend • • •• 

It says "profit projects carefully selected and care­
fully concei ved, whieh would be eelf-11quidating ; 
a hundred ~lion would be feasible tor the year 
1940." 

Soil Conservation Servi ce has 25 million dollars that 
they use on sort of an educationAl basis . They go 
around And establish a demonstrAt ion project in eacb 
county, and the farmers are supposed to come t here 
and get their education as how to prevent soil 
erosion, how to conserve their soil; go back and do 
their own work. That's the Soil Conservation edu­
cational program. And then they have the three-A 
program, whi ch also includes soil ccnscrvat1on as 
part of the benefit payments. 

I certAinly don't know anything about it. I don't 
think it should be disposed of without a chance of 
somebody who does know eo:~~ething About it defending 
it. 

• I know aCI!Ieth1n.o: about it . Boll know a something 
about i t . TheyTve got a program. It can't stand 
on i ts own feet . 

o. K. 

Tba t • 
8 

an a1 terna ti ve they could uoe H they are 
willing to make their soil conservation program a 
soil conservation program i nstead or a rural benefit 
program, a subsidy program, which it i s now. They 
oould organi ze local corporations , public authoriti es 
to under take on a reallY large scale soil erosi on 
preventi on and flood prevention work, and then they 
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cause the farmers who set these benefit cheeks to 
assign thoir checks to th is corporation f or service 
on this corporation's securities . And they coul d 
also ge t soil conservati on accomplished, but they 
o.ro treating them now almost entirely as s ubsidy 
po.:rments to farmers , as a reward for follo,dng their 
program. It isn't a soil conservation program. 

Tho. t • s right. 

But 1n the hour the President gives us tomorrow we 
can ' t ..•• 

\Ooll , this seens to ce to have other possible co:npli­
ca tiona . t:ow, here 1 s a case of loans at one percent 
i nter es t to be pai d over 20 years . Now, I can hear 
a lot of real press and Con&ressionnl reaction aga in: 
"llore 1 s a hundred million of subsid ized interest, a 
one percent prograc." The farmers have already got ­
mont of the farms are mor t gaged to insurance compani es 
or Federal Farm - the l and banks . And I feel like the 
Secretary does on this one , that it m1zht have some • 
roul value, but to include it us part of a limited 
program - there nro othere, I th ink, that are more 
important . 

\':ell, Gaston said it; but you've got to change that 
whole system over t here and we haven ' t got - you 
haven ' t cot time . And again , that doesn' t s ay tha t 
between now and the f1r3t of January the Soil Conser­
vation program shouldn ' t be r evnmped, but you can't 
do 1t in an hour . 

can ' t we say •out" and so ahead? 

Out. 

I ' m willing to say it's out . 

l4r . Delano? 

(Hod s agreement) . 
Six. Now, on six, arc you going to give us a cor­
poration, ael f -liqu1doting, self-f inancing corpora-

tion? 
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Yea, theJ alreadf have one worked out. Now, i t 1ou ' d 
like the breakdown of what the llO million i a tor, 
I've got it here. 

Yea. 

According to them, 72 million dollars or the llO i s 
tor loans tor line construction, and the terma are 
aa follows : self- liquidating within a period of 
25 Jeara : interest rates spproximatelJ 2i percent, 
on that 72 million. 

Then theJ have two million ror loans tor construction 
ot: generating plants and equipment, and the terma 
are slmllar: 2i percent. 

Ia that sanething new that theJ ' re doing! 

Tbla 1a something 1n addition to what tbe7 are doing, 
but i t 1e an expansion, I understand, rather than • • • , 

I mean would tbe GrJ come up tba t we e.re competing 
wi th private power plants? 
That ' a such a small amount: tbeJ mus t be r emote locali ­
ties Whi t>h haven ' t an1 line ser vice and they are 
building l i ttle generating plants to take care of it. 

This 1a woot theJ say at ... ut that parti cular point 
which we have raised. TbeJ buy the equipment from 
the power companies and tbey don ' t go to any area 
Wblcb public ut1Ut1ea are serving. This is supposed 
to be auppl elllental. They don't want to use the 
word •non-co~titive• because there baa been aoce 
questi on as to whether tbeJ are competins with a 
public utili tJ in the sense that the publi c utilltJ 
eaya, "We intend to g0 into this area sometime in 
the ruture . • 
Isn't there a prohibition 1n their At>t , present Act? 

Yea , and the Supreme court deoieiOD••• • 

Territor, now served . 
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You mean a proh1b1t1on ae to Wbatt 

ot be ina competing. TheT can' t compete , 

Running parallel linea to ex1ating linea. 

This ia alreadT - there ia already a corporation. 

No. 

No , th&T juat cbanged th1e 'Je&r. Thh year 1a 
tbe laat year 1n which tbe)' ue getting an appro­
priation. The;r are ah1tt1ng over, U tbey get 
tbia program, tha;r .!11 ah1tt over to a new aet-up. 

In th1a ease, what do they need, a capital or 25 
million or 50 m1lliont 

:as 

It 'JOU want to handle it tbe aame way aa the othera, • 
tbe;r ' ll need aome small &a~ount ot capital and the 
reat 1n borrowing capaoit)' . 

25 million? 

It it would be on the same proportion ot ten- to-one, 
the)' would onl:r need 10 million. 

'l'h1a program calls tor llO million. 

Yea, ten times one. 

I tbougllt all th&'J needed waa j us t additional mone)' . 

Not 1t the)' want to borrow eo it wouldn't appear 
in the budget. 

What the;r ori g1n&ll)' planned waa to take their loana 
that th.eT h&ve on the booka and uae them as capital, 
some 60 million, wasn ' t 1t, Genet 

I•ve forgotten. 

Use that as the baaia or capital and borrow the 
.on&)' on their own. 
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Harry, you ' ve got 110 mill ion which ia called for 
now, and they ' ve already got 40 million 1n the 
present budget program, so that would give you 
160 mi llion. In other words instead of the 40 million 
in the present program, that woul d be added to thi s 
~rogram and this program would call for 160 million. 
l~t you could do then i s to aet up a corporation, 
say, of - ins tead of 160, say, set up a corporation 
of 50 million giving it the rigbt to sell debentures 
tor t his purpose. 

Up to a hundred cillion. 

Up to - well , you possibly need more then a hundred. 

'l"'<o hundred. 

Five times. 

V~tY Too much. 
Well, it it 1 s a 50 million corporation, say you give 
it up to 250 milli on before you needed to go back 
to Congress. This calla tor 160 now for tbi s next 
year. My poi nt ia, 1natead of fixing it for whet 
you need for one year , you might say, "We'll set up 
a corporation of 50 million and we can sell five 
times. • There ' s 250 million. Thet will to.ke care 
of the next year , maybe the following year. Your 
idea is to reduce it •••• 

• 

I'm Just aaking r;an. llan said - what do you tbinkY 
You said 60 ~ion • • • • 
Aa I recall - we worked on tha t financing bill - they 
bad on their books about 55, 60 million dollars 
worth of loans , and we wore going to use that as 
a basis of their capital and wo were going to allow 
them to borrow about rive times that . 

Well , there you are. 

That ' s ~00 million. 
That would be 250 bor rowed end 50 million capi tal. 

... 
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250. 
I suggested a 50 capital and the 250 borrowing 
11m1t, which ia • • • • 

That 1a all right with me, because they're doing 
it now; they're doing it very well , too. 

2C7 

One or the items they bave here, it aeems to me, 1a 
one I heard you speak of favorably in your ccmmrunity. 
It would be a half million for the construction of 
cold storage locker planta. 

Yes . 
Tho interes t rate here is one percent , but the period 
to which it 1a supposed to be aelt- l1qu1dat1ng ia 
a seven- year period. In other words , what they've 
done hero is adjust the interest rate to the peri od • 
of amortisation. 
Harry, I 1m not going to go into thia one percent. It

1
a' 

got to pay the interest rate that the traffic will 
bear. I mean don't put anything - we ' re not doing 
one percent now. Put in the market rate . 

The market rat e , or whatever it coats us to borrowt 

Yea . 

It'a not • . • . 

Two and a balf is the other. 

Don't you borrow seven yeara for one percentt 

Why should you put in the l aW tbat i t's got to be 
loaned at this pricet Why not - if it ' s a guaranteed 
debent ure , then t he marke t will dete~ine it, if it ' s 
a ten- year l oan or twenty- year loan or five-year loan. 

Bow do I knoW when the Federal Reserve i a going to 
sell out their portfoliot 

Better watch out , we ' ll fiX the rate. 
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I moan i t 'a - no, don't f 1x the rata , .because that 
gets 1nto ill\ ent1rel.7 new t1eld, and I don • t want 
to , Harr)'o 

Yes, we'll lea•e the rate out , then. 

Well, i f they can sell the debentures and they are 
guaranteed, you don 't have to !1x the rate. 

Will you liaten closely. Don't put anyth1ns in here -
becau..e we 1 re go1ns very fast anything that 1 s new. 
I 1m go ins to rely on you and CUrrie, see? Don't 
put anyth1ns in here that we haven't done before. 
TbBt1 s tor me, because I've got to put a, name to i t. 
So I 1ll rely on you two tallows. I mean if tbere ia 
sooethins new, please put it 1n red ink, because 
we ' re go1ns awfully fast . 

Yea . That's their program, but we 'll try to • ••• 

But I 1 ve got to aisn th1s thing, so I'm ask1ns you 
two fellows to do the wri tins· • • • 

If we have any doubts , we ' ll call it to your atten­
t i on. 

In red ink. 

In terms or C1nanc1ns the set- up or tbeee thins•' 
Anythinso 

Part ot thi s program, as I understand it, is now, 
This locker storage plant - ia that newT 

They said they have done some small amount . 

• 

I think the O. L.F. of New York ia doing that - Bd 
Babcock. They have these cooperative lockers. The 
cu:asun1ty builds a hundred lockara - sort or a cold 
storage plant cUv1ded up 1n a hundred unit s . A 
f el l ow baa one, paya eo -ch r«1tal per ,.ar; be 
takes a fowl or pig, aticka 1t 1n there. It's worked 
out beautifully. 

Frozen atoraga . 
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"n9 _ l; 

Frozen storage - farmers• cooperative, Really ought 
to be over in the Cooperative Section of Farm Credit , 
That ' s where it belonge , but they don't hove it. And 
it's boon tested in Ohio and New York and it's worked 
beautifUlly, 

Put fresh peas and beans and things like that in tbare. 

I t's a cooperative organization- limited dividends. 

Ia 1t all right to have tbot in thoro! 

Yea , but I don't want to run into this one percent, 
halt or one percent stutf. Do JOU, llarr1nerT 

Huh! 

Neithe r do you. You don't want to get into that one 
percent business. 

No , I think if you put that in tho l egislation, that 
sort or thing will immediately cause an unnecessary 
rumpus , and It just isn't important, it isn ' t worth 
while to raise the point , You can loan it at what ­
ever you want; fix your corporation so they're going 
to finance on the market , and then leave it up to 
the administrator to loan at such terms as be wants 
to loan at. '!'hat ' s the way to handle it. If he 
gets a case where he wants to loan some of these 
people at one, two or throe percent, l ot h1m do it. 
I wouldn ' t write that stutf in tho law, 

Some of those are partl)' aolt-l1quida t1ng. I hnvo 
in mind farm rehabilitation. Some of their est~tes 
were baaed on tba low interest ratoa or one and 
ono and a half. But since wo can say wholly or 
partly self- liquida ting, you don ' t have to say &.n)'­

thing about rates of interest. 

Thoro ' s only one place I'd like to f i x tho interest 
rate , and that 1 a on this equipment thing. The reason 
for that is, if you don't fix the rate at a certain 
point , tho RFC, if you're going to adopt that program -
they'll want four percent , and tbe not result is 
you'll wonder why JOU don't get any business. 

... 
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You 1-un tbat risk whenever :you have tbat set-up; 
it needs to be flexible. It ' s a management pro­
blem. 

All right, Smith, so tart 

Rural telephone b new, isn't it, Harr:yf 

The rural telephone they say they have never tr1od, 

'l'ben i t 's out. 

Let'• leave it out it they 've never tried it. 

Let t he next Administration do that . 

I thi.nk it 1 a small 1n the pictu.re , 

They' 11 be surprised th& t there 1a sotnetbi "l; that 
hasn't been done , 

Tho:y have a memo on it . It's new. 

Now. llarr1ner, 70U 1ll haVe to carr:y a and 9, because 
that 1 a your baby, i sn' t 1tf 

Well, 9 - I don' t get t his 9 one bore. 

Well •••• 

Harr:y, juat whore do you get thatf 

It'• juat 8- the same thing 1n another way. 

Both an alternat ive and supplemental way. I thouePt 
possibly 8 was out, in wh1ob case I thought maybe 
9 might be the second beat. 9 might supplement it . 
Tbia may be a small aaount; 1t concededly 1• small, 
and poaeibly not worth that way ot bandl1ll6 it -
the kind or loan tbat might be made at low ratea 
ot interest that will not be made any other way. 
Thoy would be made as grants . But that ' • if you 
wanted them whollY aelt-li~uJ.dat1ng. 

' 

That's pretty - I think we could leave i t out. Nobody 
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aeema to know how IIIUCh there 1a. I tbink 1t would 
be negligible. It would possibly complicate the 
program, for t he amount that• a involved, You di dn ' t 
find out , Curri e , when you talked to the WPA people 
thD.t there was any subate.nt ial amount thAt would ' 
come under 91 

P. W. A. 

P . tT. A. 

Yea , P. W. A. 

I think perhaps whAt Harry bad 1n ad:od there - I'm 
not sure exactly what Be.rry • ••• 

It's self - liquidating i f you wanted aelf-li qu1dat1ng 
projects. They would not be self- liquidating pro­
jects if you ' re goi ng to subsidize half the servi cing 
charges . 

Whnt i t is, Governor, ie a substitut e or a suppl ement 
for yours . I mean i t 's a combinat i on of your i dea , 
except that i t ' s desi gned for pro j ects that will 
pay the whole debt servi ce. 

And maybe eome besides. 

I see . In ot her words , it' s a publ i c • ••• 

If they want to put a br idge acrose tho lower part 
of tbe xy there 1n llanbattan, from llanhatte.n over 
to Brooklyn, and they can't get tho loan at a rate 
that t hey could afford t o undertake the project at , 
you eee, 1n the open market , then they could come 
to the corporation and the corporation would aaeume 
the ris k until after the project waa completed and 
1n opera t ion and had a proven r ecord of earnings, 
before tho bonds were dumped. Sure , you've got • • •• 

The RFC ce.n do it now. 

Tho RFC can do i t now, But thill would be 1n the 
Publ i c Works Agency instead nf the lending agency. 
You'd have it under a coordinat ed head. 

.. 

Regraded Unclassified



C\ll'rie : 

Foley: 

r cel~a : 

Foley: 

_ccles : 

-oley: 

• cclea : 

Foley: 

LCCl OS : 

r'oley : 

.:ccl es : 

: oley: 

···hi te : 

~coles : 

::12 

- 32 -

Thin •~uld mean you'd hnvo to sot up a new authorit~ 
to lllllke loans . • 

Thll t ' a right , it woul d be in the Public 1'/orko Agency 
instead of in the lending agency. The RFC has got 
thnt power now. 

I ~hink • •• • 

' ut they don ' t exercise it now. 

I ' d be afraid to propose uetting up in the Publi c 
l'<orks a l end ins authority. 

You've got your housine in t ~ere . 

Yeo, I know. 

Thut 's where it belongs , for public ~orks . 

But you take - that 1 s somo thint,; ne•t auo.in . 

Of course , yom• PI'."A agency is o. l endin£1 agency. 
Tha t ' s going right 1n there • 

Tho PWA i s a very di fferent •• • • 

That 1 a exactly what p-;:A has been doing right strair;ht 
along. 

The set-up we've been proposins here , of course, is 
that tbey would approve of the projectsand the local 
eo~ity ~ould finance thaa entirely outs!de, de­
rending upon the annual appropriation of the Covern­
ment to servi ce the loans , like the United : tates 
Housing Authorit y , we'll say . 

This certainly provides sort of a catch basin for 
certain types of l oans and investments that coulda't 
be taken care of through any one of the agencies 
that are set up. That may amount to a hundred, 
f i fty , two hundred ' million. 

I ' d like to know more about tho prospect , what need, 
whnt demand there is for it, wh-sther it's o. sub­
stantial demand and thoro aro a lot of pro;ects 
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that otherwiae there b DO -cbul1- t o den:!.op. 
low, I mo. SA the other field tbltre ia a lot of 
thea. ADd before I want to propoae this aa a part 
ot it, I woul4 l ike to know III01'e about wbat the 
real need ia, What the proapecta are . 

What do you mean here b7 low rates or interest 1n 
that counact1onT 

':'1J ... _ 

Well, we thought here or rates or interest wh1eh are 

ca.parabla to the coat to the Govern.ent. 

I aee . Tbat'a wbat I thought you meant, but I waan•t 

aure - that 1t wasn ' t t1xad. 

Bo. I waa tb1nk1ng, lnstead ot the RPC rates, rou see, 

to have the rates comparable to the coat or borrowing. 

In e, the local unite would aell their own aecur1t1ea • 

tor that, and the Federal Government •• • • 

• • • • would pay all the interest. Service on tbe in­
terest rate makes them selt-l1qu1dat1ng . 

What 9 1a 1a merely an alternate tor a. I 111ean 1t 

you're not going to be aa generoua aa a, then, by 
goah, you ought to do something, and number 9 will 

do 1t. 

I thought 1t was a aupplellllnt rather t han an altern­

t1ve. 

I think 1t 1 s an alternate. 

Yea . 

Could you aocompl1ah thet 1t you had very low rat .. 

ot 1nterost rr- the lt.'>CT 

I wou1d oertainlJ aay there 1 • no rea a (Ill tor 9 U 7011 

adopted 8 . But tbousht 1t fOU d14n1t get awa7 
with e, thaD 7VIl oag)lt to baYB a second line or 

dafana• aDd tba t '• 9. There 1a a need tor 9 and 

tblra a~• projeota that can be tinanoed under 9 , 
1t you're not going to do 8 , or 1! you're not going 

to~· granta. 
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Well , yea , but I think that what we want to do ia 
to talk ot a program and not talk or an alterna te . 
Now, I think when we go to t ho President on tbia 
program, let's not contuse him by saying that ~ere ' s 
a program, here's an alternate , here's another al­
ternate. • I think you ' ve got to simply eay, ~ere 
is a program, " and then get that under consideration. 
It the thing goes to Congress, then you may have to 
adopt or accept alternates , but I think tor our pur­
pose - I don ' t think you want t o contuse the thing 
with alternates . 

It 1t baa raised so !IIUeh quest ion 1n your mind , it 
will do at l east as !IIUch in the President's mind, 
1t be ataya with it t hat long, ao it ml£ht as well 
go out. 

You ' d have 8 1n and 9 out , ia that itt 

You don't n.eed 9 it you get 8. I'm assuming we're 
goi ng to get 8 . 

And if you don ' t get 8 , my point ia , apply f or 9 . 

That's right . 

But I agree with you, you ought to make up YOW' mind 
what you're going to propose and t han eliminate t he 
other one. 

I think 8 is better than 9 . 

If you can get it. 

Whatt 

Yea , if you can got it. You'll do more work under 9, 
much more; cost you more money. 

Could I make a suggeationt It aeema to me that out 
ot a 9 or 10, if we ' re going to do any we ought to 
do o~e ot the three, but not all three. 

\fell personally, a is the one I ' ve bad in mind all 
the time ; 9 1o merely an tlternate program if you 
can ' t get a. As tar aa 10 ia concerned, I think 

• 

- .. 
' ' 
. . . . , 

' _..__ -- .. 
. ' . 

• 

... 
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that raally baa got to be out. I don't think 10 
ia very praotic~l right now. 

Personally, I ' m not tor any or them. 

Buht 

I ' m not tor any or them, beeauee I don't think 
any or them come UDder the aelr- rinanci ng, selt­
liquidatina • • •• 

9 does. That's why I put it in there, · I 'm r esponsi­
ble ror 9 , be cause I thought maybe you might go 
along with 9 1t you wouldn't go along with e. 
Are you looking at Eccles or at met 

I ' m looking at you. 

Vlhy do you look at him and talk at met 

I thought I was lookina at you and talkin6 to you. 

I ' ll tako him to an eye doctor. 

All right . 

8 i a aelt-liquidating 1n the oame oenae that 1 io. 

~ell now, i .t you sai d 9 i s tor ~ benefit - re~erT 

I'm looking at you. 

"by do you think i t will please me - 9t 

Because it i a purely self-liquida ting. It means 
tha t without any sullaidy whatsoevar the corporation 
would buy obligations ot non- f ederal bodies that 
would pay out from sources other t han taxation, 
and what ever cost t here is to the Federal Govern­
ment would be returned to the Federal Government 
over the lite of those projects that i t baa financed. 

All right . Then •• •• 

There won ' t be any proj ects. Tha number or projects 
under tbat • ••• 

... 
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Oive me an example , 

Let ' s say they want to build a bridge - the bridge 
that Bob Moses 1s talking abo~.:t up in !lew York, 

216 

You've got your - what's the matter with your Federal 
Toll Authority? 

S.cause the Federal Goverment wouldn't build that , 
The Triborougb Sri dge Authority would build it. Let's 
aay he went to the bankers in New York and they said 
six percent. Let ' s say the bridge wouldn't pay out 
1f he bad to pay s ix. Be could come to this Authorit)', 
and you'd loan him tho money at three and a half or 
tour. You'd borrow the coney at two and a halt, too, 
and you'd have a completely self-liquidating project, 
because the Federal Government would get it all back. 

Can ' t the RFC do just exactly that? 

Yea, they 've got that power. But this would be 1n 
the Public \'lorks Agency, not in the lending agency. 

But the RFC has that power now. That's what they' r e 
doing. We just sold l ast week eevonty- odd mill ion •••• 

But they di dn 't buy them. Those co.me trom P'I/A . 

They financed the San Francisco Bri dge. 

They did that when they had a self- liquida t ing pro­
gl'&m, before it was turned over from P'IIA. 

They still have that authoritY. thous)l . 

It waa ta.ken away f rom them, given back by Senator Olass 
a coupl e of years ago. 

Vlhat I ' m willing to do 1a t his . I'm willing to put 1n 
a paragraph di recting the P:•esident •a at tention to the 
t act that the RFC still has that authority. He can 
direot them to do this sort ot thing. I'm perfectly 
willing to do that . See! I ' m perfectly willing to 
do that. 

You 've got no public works program, have you! 

Yea, we have. 

Where ie itT 
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Well , we ' ve go t about four billi on dollars from tho 
first of July on. 

lluht 

We ' ve e:ot fo= billion dollars on the books, 

No, what I mean 1s the Public Vlorks Adminhtra.tion, 

No , but we have four billion dollars to spend from 
the first of July on. 

PTIA has no new program, if that • a what you mean in 
the picture now. ' 

That 's exactly what I mean. For inotance, last year 
up to - they gave a dead- line or when the pro j ects 
were to be in, As I understand i t , they have so~ething 
close to two billion dollars of projects tha t they 
have no fUnds wi th whi ch to make grants to cover. 
There is a bill introduced up in Congress now that -
what do they call it? 

Stearns bill. 

Stearns bill, for 500 mi lli on additional tunds for 
PWA to make grants, Now, what I've got i n mind here 
1o to continue the Public Vlorke Administration, but 
instead of on a basis of making grants or t i tty per­
cent or forty- five percent each yeor - I mean on 
each project at the time •••• 

I know your program. 

•••• it i s to do with this just the same as we propose 
to do on United States Boua1ng Authority. 

Well, Warriner , a s or tonight I can ' t cross that 
bridge; and there may be other people on the Committee 
that can , but I oan•t. But I am more than willing 
to put in a paragraph directing the President's 
ottention to the fact that the hFC can buy non- ! ederel 
obli gations of public works , and that he can direct 
the new head of the Public \'/orlca Agency to do that 
sort of business . 

No , the lending agency, Yr . Secr etary. It isn't the 
Publi c rlorks Agency, i t ' s the lending agency. 

Yea . But he can direct t he RFC to do just that sort 
of thing 1f he wishes • 

.. 
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That i s, a t a rate of interest which would be lower 
than what they customarily charge. They a r e charging 
four and a half per cent. 

Put that in. Put that i n. 

That ' s all r i ght. 

I mean just drawing hie attention to the fact that. , ,. 
You know - may l just taka ooa minute , Marriner - when 
I started this thine about a month or two ago, I re­
viewed all the powers that we have , and we aren ' t using 
them and we have ao many of them. And thi s ia one of 
them. I mean when you get all through and done on t hi s 
lending businesa, you'll find Jesse Jonea baa got the 
power to do all:!os t anything 1n tb1a thing, it the 
President directs him to do it. 

NObody will go to Jesse Jones aa long aa they can gat 
a fifty percent grant or loan from PVA . 
Of course they wouldn ' t, 
That 1 a the reason he ' s dona no business. 
That's the reason I •m not f or it. 

I think it ' s a little inconsistent to suggest , if I 
may say so, now that Yle •ra go ina on with our r eorganJ.­
zation - to suggest that RFC go into publ i c . works . 
I think we ' ll get a kickback on that one with the 
President. 

I don ' t follow that . The RPC ia a credit agency and 
as long as it baa power to cake loans, and you 1 re 
talking about 100 percent loans, if they are for 
publi c works or for anything else, as l ong as i t is 
part of your recovery program, I don ' t see why i t 1a 
inconsi stent to talk about t ho lending agency doing 
1t as distinguished from the Public 17orks Agency. 
I think you've got to use all your taueet a , got to 
turn on the water every place. 

You don't think I ' m being conaistont from here ont 

What I 'm thinking of here is contueing the adminis­
tration. Are you thinking of the Publi c Worka Agency 
looking into the question of the oecuri ty back of 
ths l oan, or will the RFC do that' 

.. 
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The RFC would do 1 t, 

Here rour Publi c Worka geta into eupervision of 
engineering and checke on engineerins, 

I think tho Socrotarr'• susgeation of calling the 
Prea1dent 13 attention to tho tact that the RFC has 
this power - PWA or 1our other public work• agencies 
would have nothing to do with it. The RFC woold do 
it ox.actlr u thor d1d it before there was a P'II'A 
1n 19~~ . 'l'hor've fot their engineers , their t~­
cial men, and thor ve got the tac111t1ea, 1t they'll 
only do it, 

stralgl:lt1nvoatment banking function . 

st:Nlgbt1nvestmont banking function. It the President 
directs them to do it at three and a half percent, 
that will be some help. ' 

I think I misunderstood what ,-ou \'lOre driving at .thoro. 

Juat let me make one brief statement on this , then 
I'm through. 

Before ,-ou make that - then what 1ou' re aa,.tng will 
applJ to 9; 1n other worda, the RPC could work 9 . 

Yea, 1••· 
Now, what l would 11ke to aar 1a th1e, that where a 
project i s sound financially, in the =onsr market 
toda;r there 1a no problem 1n going to the market , 
Ever,. bank and investment institution is out seeking 
all kinds of municipal t,-pes of securities, and where 
there 1a anr assurance of repa111111nt , where they are 
sound at all, thor can finance them on a ver1 low 
rate, Now, there is thia difference between the 
project where they've got to borrow a hundred percent 
ot the coat and paJ that back with interest at -
oar it's a two or two and a half or three percent 
interest rate , even - low as it ia, there ia a ver,. 
great difference between that t,.pe or project and a 
oommunttr that needs a hospital or a eewor ayatem or 
a water erstem or a aehool bouee or something else, 
whore they can get a 50 ),)ercent grant. There 1a an 
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i nducement whereby you get tho community to go out 
and to borrow under this plan all the funds r or 
these various public works , and annually, while 
the community is enjoying the benefit of those works , 
the Government is contributing tho interest, other 
servicing of it, which over the l i fe or it would 
prove to be a subsidy of one half of one percent , 
But instead of the Goverrunent clumping i t all 1.n the 
pot right now, the one balf or one percent coming 
in the budget, i t comes out of the budget as the 
community enjoys the benefit or the expenditure . 
I t ' s like an installment plan; that ' s what 1t amounts 
to. There 's a great di fference i n stimulation. 
Under the one plan you'll got r eal stimulation or 
publi c works with very little effect on the budget. 
Under the other plan you'll got very little stimula­
tion of publ i c works , It ' s just a ques tion of whether 
you want real stimulation of public works . 

But , Governor, your i dea is an out and out subsi dy 
publi c works program, and I thought we were talking 
about sel f - liquidating •••• 

So is United St ates Housing Authority, and we j ust 
a pproved 800 million for that . That ' s exactly the 
same , 

~von more . There ' s more of a subsidy, 

That ' s not a new one, Karriner . 

Wbatf 

That ' s not a new one. 

Ne i ther 1s this . lle've boon doing this right along. 

I ' d like t o say e word , Mr. Secretary, on the ground 
you mentioned in connection with agriculture . That 
ia in the States and municipalities about ?1 percent 
or' their t otal public works construction all through 
tho twenti es was in higbwayo ond s chool buildings, 
Now the urgency ror those has passed largely; the 
gro~th factor has gone ovor that . \'/hat 's happened 
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since then haa been a decline in the aasesaed valua­
tion. And we have had an increase in the social 
services , and what they really need badly today -
the States and municipalities - are hospitals, sani­
tation ayatema , thingo like that . But it'a not aa 
urgent aa these other things are, and they will be 
postponed unless you give them a real inducement to 
continue that program. Now, if we don • t do anything 
now, by next sum=er the present PWA program i s going 
to slump very drastically, ~Y the second quarter or 
next year, and there will be nothing coming along to 
taka the place or that . And .the States will begin 
to retire their debt again and act aa a drag on 
recovery. 

What I'm .U~ to do , aa or tonight, 1s to say -
I'm willing to direct the President's attention to 
the fact that through the RFC - he can direct the 
RFC to make these at - buy these thi.nga , land them 
the money at any interest rate that ho wishes . Now, 
I know what Mr. Eccles wants . 

That's a hundred percent. 

Mr. Eccles wants tham to hnve Congress do it , which 
nee4s legislation. What I'm talking about doesn't. 
Be wants Congress to - aa I understand it , to say 
that they 'll appropriate money, take half the charges. 

Tba t 1 s right - annually. 

Annually , Now, I frankly haven 1 t got time to sell 
IIQ'aclf that one, seaT 

Thora are s01'118 types of projects Wbera tba t would be 
more justifiable than in tho ease o! others: such 
things aa hospitals and sanitation. You could justify 
it on the ground o! tho uoe of tho whole population, 
not oimply the local residents. You have general 
public use . You could Juatify an annual grant for 
tho support of it. 

But Herbert - I mean personally - that doesn't mean 
Mzo.'Delano, 11r. Eccles, !4r. Smith oan't do it - but 
I can't take it over, I don ' t want to take a new 
davioe over. 
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But, CUrrie, again a pproaching it trom two different 
principles , I've accepted FHA - not FHA, United · 
Statea Housing, because we're g iving people a room 
at t1ve dollars a month, and nobod;y also 1s doing 
that , That program 1s under wa;y, 

Would ;you do this , Mr. Secretary, 1f you confined the 
projoote to hospi tals and sanitation! You see, there 
ia an acute deficiency 1n this country now - there ' s 
a 400 thousand deficiencJ in hospi tal beds alone 1n 
general hosp i tals . 

I'm sunk, I'm sunk it, as I sa1 - I'm only mJSelf, 
don't want to be an;ybody alae . 

Lot ' s do thi s , Let's get those things we can agree 
to as a program, and then these others, if some of 
ue want t o sugges t those as additi ons • ••• 

All r i ght. 

• •• • to the things that we agree on, that's all right . 
Let ' s just have it that wa%• Just put it 1n as a 
supplement to it. 

That's all right. 

Let me call your at tention to the fact that 9 f its 
into tho RFC loaning scheme. Ia that rightT 

That ' s right. 

Do we leave that 1nt 

The Secretary suggeatod a paragraph • • •• 

I thought we ware going to l eave a , 9 , 10 and come 
baok to it . 

I think we can pass them aa fa r aa I 'm concerned. 
As I understand it, all ;you're going to do on 9 -
you're going to substitute for 9 a statement to 
the effect tha~ the RFC c~ make those loan& - them. 
100 percent loans at any rate they want to make 
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Suro , 

That ' s all you ' re going to do tor that , 

That's right. 

Nothing will coma or i t , 

Instead or WPA doing it, 

Well, do I underat&nd we'll come back to 8, 9, 10 
againt Is that all right , Kr, &>elanot 

All right . 

Let' a go back, 

We 've all agreed on 11, haven ' t we - toll authority! 1 

We 've e;ot that drafted, 

That 1s the self- financing , self- 11quidat1 ng corpora­
tion. 

But that's a new projoct, that's a now set-up. 

Tht. t ' e a new set,-up , 

Needs legislation. 

I th1nlc the amount 1a a little bit high it you ' re 
going to require , as that bill at present requires, 
that the Commissioner or Roads go on rocord •• 
stating that they are completely aelt- tlnancing. 

That 's right. 

It that ' s the case, I think that 300 better be re­
duced to 200. 

llt.ke it 60. 

HuM 

Kalce it 60. 
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Yea , I think eo. 

I don't care 'ldlat you do with tho bill. I don't 
think they oan spend 100 million the first year. 

:::24 

On a strictly self- financing - part1cula.rly if a 
man has to go on record aa saying it's aelf- tinancing, 
and he br eaks th.e law 1t i t isn ' t . 

Didn't do it 1n ei ther 135 or ' 37 When they had 
tour or five hundred million 1n cash, 

Well, they 've got a lot of information now, I think 
they are better prepared, 

Let ' s not kid ourselves, It either ia or isn't. 
It it ia not aelf- tinancing, self-liquidating •••• 

I think I agree that 300, Can , perhaps ia certainly 
high. But 50 ia a little low. 

We 'll make it 200, anyway. 

There ' s no argument on 12 , ie theref 
just • •• • 

I mean that ' s 

Was that - woul d that go through the Bxport-Importt 

And RFC . 

In other words , you ' d extend the power or the Export­
Import . That' s 11=1ted now to a hundred million, 
isn ' t i tt 

Yea and no. 

Well , doesn ' t Congress think it ' s a hundred million! 

Yea . 

T/ell, for all practi cal purpoaea, tben, i t is, be­
cause i t that ' s the intent ot Congreaa •• •• 

You can draw the Presi dent ' s attention to the fact 
that it isn ' t - I mean •• •• 

.. 
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I think we ought to ask the Export-Import Bank to 
inoreane the authority and then there could be no 
question about i t , because this would be a hot 
subject and certainly unless Congreu authorized 
the increase there may be some,,,, 

I'd be delighted if it could ba done that way. 

Tho only safe way it can ba done. 

Well , we ' ll draw the President ' s attention to the 
fact that we think there ia a field to lend up 
to ~00 U1llon dollars, and Congress should direct 
the Export - Import Bank to do it, Isn't that the 
1deat 

We'll authorize the Export-Import Bank to loan up 
to ~00 m1l11on or up to 500 million. 

Ia thero any argument about thatT 

:25 

Now, on 1~ , as Conservation Commissioner I know that 
the ~nly self- l i quidating thing about a recreation 
camp is the toilet . I menn I 1m for them, and I •ve 
built them, and I 'm crnzy for them, and we've got 
the finest recreation camp in New York State, and 
I've been 1n every one or them. 

Slot machines 1n them. 

!io', but that 1 a not self-liquidating. 

It was merely supposed to pay its way after the 
initial expenditure. 

I take it you were thinking or the national park 
projects , where they charge entrance fees and their 
hotels are operated by theo aa concessions, so forth. 

That's right. They just pay operating expenses. 

Put 1n enough slot machines nnd you could make them 
pay, 

Set them right. 

Yea, aot them right . 

... 
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I don't think we ought to inc lude th1e , I moan 
they are separate thinge . I moan it we're going 
to do this , we ought to talk about charging tor 
canal nnd harbor charges, 

I 1 ve got "no• written on mine, 

0. K. , Smith! No? 

Not vary large anrway. 

I f I 1m going too fast tor anybody .... 

Now, Marriner , on 14 - don't slay me - I ' m willing 
to direct the President's attention to this , and 
also that the RPC can do it . 

'loll, I'm afraid t here will be lots or opposition 
to (b). 

Well then, we're together . 

I think that under (a) there are limitations - Currie , 
if you'd just take a minu te and give the limitations 
on the RFC1 s power there - we were di scussing it. 

They have about a hundred million unobligated which 
they could loan for equipment purposes - the RFC -
and they th1lll< they could increase that by 50 million 
more by selling certain securi t i es they now have 1n 
the revolving fund and by settling certain atale 
cOIIIIdtments , which will give them 150 m1llion which 
is available for equipment purchases. Now, the RPC 
can fix the term and rete and concUtions under which 
the:f make these loans, subject to the approval of 
the ICC. 

Yea , but what is the - but Jesse doesn't feel like 
he should loan a hundred pereont at two percent 
interest rate f or fifteen or twenty years without 
specific Congressional authority. Now, that 's the 
position he takea, that even though he can do it, 
he doesn't want to do it without that . Now, you 
take - the only big loan that he's made on equipment, 
to the Southern Railroad, was at four percent . i.ell 
I mean you can't get any inducement on & loan for 
f i fteen years at tour percent interest payments. 

• 
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Yes , but the President can direct him if he wishes 
to. 

VIall , Jesse doesn ' t feel - he ' d l1lce to know the 
intention of Congress on that question of the rate 
and the hundred percent, He reels that he i s 
supposed to make sound • • • • 

Well, I agree with him. 

: 27 

And where you loan a hundred percent and you loan 
longer than ten to twelve yenre , and Whel'e you loan 
at rates that are a ·special inducement - that that's 
not ve ry sound. 

I think there is another reason Why (b) is desirable. 
Most railroads will not commit t hemselves on contract 
bonds when business i s poor, and they tend to wait 
until business rises. Now, what Ur . CUrrie is after 
is to help increase the buaineaa of the country by 
setting these purchases made. Furthermore, Jesse 
Jones under his law can't l ond to any company that 
hasn't sot credi t, He can only lend to the companies 
that have credit. Those who have got credit can buy 
equipment on contract bond anyway. 

We went over this last December, Mr. Secreta.ry, you 
remember , and this 1s t he b1s sector or the economy 
where you have the worst potential bottleneck. We 
have the lowest vol~e of equipment since 1907 -
the r&ilroade. Forty- rive percent or the fre l,.ght 
cars are over twentr-tive years old. 

But your boss doesn't want to so along with me. 

On WhatT 

l4 (b) . 

I was soing to say, either you do 1t through (b) 
or else in (a) specify vary exactly, 1t seems to 
me the terms and conditions under whi ch you can 
make the loan by l egi slation. Either do it one 
or the other way, or you're not going to get any 
railroad equipment purchases . 

Wbf not r ecognize the tact that under (a) you'll 
get little or nothing, and it you do it under (b) 

• 

... 
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you'll gdt as much as you oan ge~f 

It you apecity a low enoush rate and put a time 
limit in on the thing - I wouldn ' t l eave that open 
ae a permanent program - it you aimply say, "The 
purpose of this is to anticipate equipment require­
ments , and for a period ot one year t he RFC , in 
order to help employment conditions and in order to 
stimulate industrial activity , will loan for twenty 
years a hundred percent at an interest rate of say 
two percent• - you might even go ao far aa to ~aivo ' 
tho interest paJlll8nt the tira"C year , Now, it you 
do something like that you ' d get a real stimulation. 

I don't think so. The whole payehologJ of the RPC 
ia not in that direct ion, and he could no more eon­
alder loans that are unsound trom h1a point or view 
than probably you could fly , no matter whnt he saye 
or what he does . Let's recogni ze tho fact that 
you'll not ge t much out or that wa:r. That ma:r be 
the end, We may not be able to get much. But at 
least let's not kid ourselves, aa much as we like 
to k id others . 

228 

But we won ' t get much unles s :rou make a epecial induce­
mont for a special purpoee at this time . The induce­
ment would be that they could better aff ord to buy 
and operate new equipment and pay the interest and 
sinking fUnd requirements than they can afford to 
repair currently a lot ot t his old equipment on which 
the cost or maintenance and repair ia more than the 
interest and sinking fund on new equipment - would 
be if the terms are favorable enough. 

rlell, again talld.ng only for mr aelf, I am more than 
willing to bring the President a - bring this outle t 
for capi tal to the President's attention. r.e •ve 
got a new lending agency - supposed to have one 
lending agency. I think it should fit somewhere 
into the RFC. Now, tbe President can direct tbese 
things to be done . 

Aa I understand it, there ia no argument about the 
RFC, Am I right on that! The point is tbat it ia 
merely a question as to whether the RFC has authority 
to do this eort or thing. r.aan't that the point? 
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~~e7'~o got the authority to do it all right , They 
haven t got the authority to do (bl, and ae Governor 
Eccles eaya,1n order to do (a) in any substantial 
volume, you ought to have a l egielative declaration 
of intention because Nr. Jones , who is the admi nis­
trator, saya that he doean ' t want to riak hi s money 
at such low rates of 1ntereat, even though he has 
the power to do it, without aome kind of directJ.on. 

That 1a just a question of what we mean by authority. 
But at any rate you're suggesting legislative action. 

Need to increase tho a:mount from a hundred m1lllon to -
you've got a llm1tation now for t h i s purpose of 
100 million dollars , poaai blo maximum or 150, and 
it seems to ce that you mi&Bt well increase that 
authority for this particular purpose to 500 million 
and give direction • • •• 

\\ell, why not put it up on a basis to the President 
that hero ia this thing - I understand that this 
i s somethi ng he wants to do - and would he like it 
done through the RFC, or would he like to have it 
a new self- financing, self-liquidating corporation 
which would came under the RFC! 

I'd prefer (b) , but I don't think you can get it. 
think as a practical matter , to try to set the - I 
think you've got some chance of ge tting (a) , but I 
don 't think that you have got a chance of getting 
legislation that would meet tho problem W>der (b) . 

I 

I want to say this f or Wr. Jones. Hie posi tion 
always is, and he ' s always lived up to hi s word 
as far as I'm concerned, that he rlll do anything 
that the President tells h1m to; and he does. Now, 
this Committee is making r ecommendations to the 
President. Now, the President can, if he wants to , 
direct Ur . Jones - and I•ve never yet known when 
Mr. Jones has been told to do something that he 
haan•t done it - so I mean it i sn ' t always entirely 
his fault . 

So I think we • re dol= the r ight thing wben we bring 
this to the PresidentTa attention. Now, if the 
Preeident wants this done, he'll get it done , 

.. 
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can we put in a supplementary paragraph, Kr. Secretary, 
pointing out that i f the other pnrto of tho program 
nre succaastul 1n accomplishing the desired objective 
it will be endangered by the bottleneck that is going ' 
to arise in the railroad field , which ohould be l ooked 
into and handled in either of these two ways. 

I ' m more than willing to bring this to the President's 
attention and tell him, "!low, you've got this 
mechanism under the RPC, but we understand that 
Kr. Jones wants a Congressional declaration before 
be will do it. Now, you can gat it that way or you 
can get it in an entirely new corporation. !lew, which 
way do you want it, Kr. Preaidantt• 

Tbat 'a all right. 

Wbatf ' 
That's all right , except that you need more aut hority 
avon under the RFC. Now for t his particular purpose .. 
they have 100 million - they hnve an unused amount 
of a little over a hundred, und they think by selling 
certain securiti es that they can increase it to a · 
total of 150, So that Jones doesn't have authority 
to loan for this purpose more than 150. 

If you gat out 150 between now and February 1 next 
year, it will be wonderful. 

You 've got to think to the end or next year , not just 
February 1. I'd like to suggest that we ask for 
authority to loan up to 500 million Cor this purpose, 
increase the present authority up to the 500 million, 
and suggest that Congress direct bim to loan under 
more favorable terms, which he is willing to do if 
Congress directs him. 

Ylell , what do you wnnt to do , Smith? 

I'm perfectly agreeable to following the suggestion 
you make or bringing this to his attention in the 
form Which you suggested. If l sgislat ion is neces­
sary - that' s something I don't know anything about. 
If it ' a necessary we'll hAVO to have it if be wanta 
it. Your (Eccles~ sugaaation is that the authority 
bo extended tc 500 m1111ont 

• 
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Vlell, I 1JU agreeable t o What the Seor etuy ny~ t o 
bring to t he President ' s attention that there ie 
the need of a railroad equ1plllent program. Now, 
ther e 's t wo waya we think you can get it. One way 
ia under (a) , by increasing authority to loan up 
to 500 JUillion and giving direction to the RFC 
to loan on more favorable terms than they reel they 
can loan wi thout direction. 

For a 11JU1ted period. 

~31 

That 's right, tor a 11JU1ted period only. The other 
is to set up a corporation that would do the purchasing 
and lea~e the equipment to the railroads . 

Now, I 1JU will ing to just present the thing in that way . 
Firat, that we recognize the need. 

Yea, that ' a it . 

Well now, wait a JUinute. In considering all of these .. 
matters here - we have fifteen or a dozen - after all, 
isn ' t 1t true that we merely call these items t o h.is 
attention as part of the program we are submi tting, 
and 1n each case when you begin to implement that you 
may have to go back to further questions for clearance 
i n any event. 

I di dn't hear what you said, Smith. 

I JUean on a number of questions it mar be necessary 
to have fUrther clearance on just how the thing is to 
be implemented. 

After all , he told ua what be wanted waa to be ready 
for the f i rst of July. We 're going there on the 14th, 
eo we ' re two weeks ahead or time. 

This 1a prel1JU1nary. 

He said he wanted i t by the f i rst or Jul)'. 

N)' point i a that I don't think - to me it is at 
least not toportant that we call this to the atten­
tion of the President with anr fine shades or how 
i t 1a to be dona , tb1a _,. or that •:r· That will. 
be iJUpl emented 1n further diacuaaion. 
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Do JOU two men, the drattemen understand u.a nowt 
All right , Kr. Del.anot 

Yea. 

I 111ean the way they've been talld.ng. 

TalkinS tor ~selt, 15 ia out. AnJbodJ want it inT 

I juat thought that lllight be one way of attackinS 
bt.aic problema . 
See inS that you 1na1sted on a ttacking the baa1c probleu>s. 

I move we e111111nate the word "bankrUpt.• 

"Defunct. • 
Juat eliminate it , ju.at l!llllce it plain "re.llroada. • 

Be the same thins 1n the end. 

Herbert , you 're not cont1r111ed 7et. You'd better go 

ea•r· 
Yea, I was , at 5: 00 o'clock this afternoon. 

You are contirmedT 

Yea , I em contir~~~ed. 

BJ the Senatet Baa to 1a1 over two de.ya. 

I knOW it doea . Also, a piece ot paper b.aa to c..., 

over tro• tbe White House . 

Thet've adjourned until ThuredeY• It'• got to be two 

legislative daya. 

Got to go easy, Herbert. 

You're not out ot the woods until Friday. 

All right . 
I think thia 15 18 a good i dea , but it ' a bt.dlJ 

tSJMd• 

• 
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Come back to that one. 

It makes more loane to the railroada . 

\'loll , we're all right on 16, aren't we? 

Well, 16, I take it, should bo 250 then lnatoad 
of 150, Danny, right? 

~ell , they •••• Harry, I think they'd be willing 
to stand by the 353, which moans 150 - they'd 
rather have that , I think; do a bettor job with 
it. 

You aaid 250 is all they thought they could handle 
woll th1a time , which would be 150 - 100 and 150. 

150 more than they've got in the prosont bill, 
that 1 a right. I think your memorandum is all right . 

But , or course, i f you think this should be 250, 
Danny •••• 

.233 

Boll: No , I never raised it. I go tho othor way. 

H.:l . Jr: 

t.!lite: 

S.II .Jr: 

\bi te: 

li . :.l ,Jr: 

Whi te: 

Boll : 

H.}! . Jr: 

17 ia all right. 

I'll check up on that and mako auro that that ' s whnt 
they've got 1n mind . 

17 ia all right? We had thit before. 

Now, 18 •• • • 

18 waa now. I mean it wasn't in tho laat ono. 

I don ' t know w:ha t it mean a. 

Would you like me to describe i t , or do you want i t 
outt 

That' a just the d irect relief program or tho Farm 
Security Admini stration. 

we don't want to get in on that , do wet I don't want 
to , 
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It 'a part of their annual program, 

1'/hatt There's a million fam1liea hanging on "Our 
words , Danny. ' 

I say it's part of the annual Farm Security program 
and they'll use part of the money they've got in the 
budget for this purpose , 

It 1 a getting into reli ef, 

That ' s right , direct relief, The only thing you've 
got let t is a direct reli ef program. 

I think thill is something between you (Smith) and 
the President. 

Well, you cut out 17 . 

No, 17 is in. The President likes 17. 

Have you got anything i n on that nowt 

17? 

Three hundred thousand dollars. 

Be s "'ys he • s going to earmark part of m>A for this. 

It that's the case, why put t his int 

I think he'd like it brought to his a ttention . Be 's 
very enthusiastic about this. So i s Krs . Roosevelt. 

It' s al.most entirely direct relief, with the excep­
tion of 20 million which 1a akin to relief except 
t hdt it is construct i on or labor camps to provide 
sanitary living facilities tor approximately 80, 000 
migratory farm laborers. The rest or it is direct 
reliof. 

That's direct relief, the same as paying their 
rent. 
llr. Delano, do you want to get 1n on direct relief 
to tarmersT 

... 
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No , I don't know enough about i t . 

Neither do I . 

I think it ought to be out ot this . 

I thi nk we ouebt to l eave it out ot this program. 
It it is intended to cover it on part or your WPA 
appropriations, because i t is p&rt or the relief 
Why bring i t into this picturet ' 

I don't think it belongs here. 

\\'hat will 1t do to increue the n&Uonal income 
and provide employmentt I don't thi nk it fits -
except very indirectly. 

Takes care or some ot the unemployed. 

But thi s 1s ViPA business . 

Part of the Farm Security direct relief; just in­
creases their present program. 

llell , as I take it, we don 1 t teal it belongs in 
here. How. gentlemen • •• • 

:35 

Well , I have the program ae it finally i s; I antici­
pated all your deletions with the exception of one, 
the rural telephone. I had that in, but the rest 
of i t I had out, and I can elva you the total if you 
lllt:e, so you can see what t he total amount wruld be, 

which I think is important because of this. being 
a progr am for r ecovery. 

The total program calls tor three billion six, of 
11h1ch one billi on six cM be extended in the calendar 
year 1940. That 's the outside. That ' s assuming 
400 million on farm tenancy, and since you reduced 
that , i t ' s probably a billion and a half . And of 
this billion and a half of eA~enditurea called for, 
about a little l eas than one billion would be ex­
pended directly or indirectly on additional employ­
ment . That would mean an a bsorption of almos t a 
million unemployed, direct and 1ndireot. 
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Can I have that , pleaoet 

Th1o isn't final. 

Now, would this be agreeable to JOU people, to meet 
once more tomorrow morni~ and go over this thing 
once moret ?:e •ve been going .... 

0. K. with me, I suggest we meet at 11:30, so that 
those people have a •... 

Do JOU mind making it U:OO o ' clock! 

Al.l right. I was just t h1.nk1ng we abould give theo 
a little time. 

Ho 1 e got it all. All he's got to do ia take out 
rural telephone, 

:36 

PraoticallJ. Do you want those questions of directing 
tho President's attention to be aupplomentary or do 
you want it to be in thoro , or do you want to give 
it to him orall.y? 

Bringing it to his a ttentiont 

Where JOU want to, with roe poet to the ra1l.road equip­
ment . 

Ho , I ' d like to have it 1n writing. 

Write it 1n. 

Too important . 

You want to saJ eometh1ng , Wr. Sn1tht 

I was just going to raise a question. You were 
citing acme f igures a moment ago. Do you mean to 
say that the significance of JOur f i gures resl.lJ 
is this , that we have reduced a 23 bi l lion dollar 
program down to 3 billion1 

lie JOU • ve got Jcur program now ao that, estimating 
on ' tho outside , or approximatolJ, JOU'll got a 
million employed, which ia 400, 000 more than the 
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&dd1t1onal unemployed which is going to occur next 
ye&r, which will leave you prob&bly with only 
9i to 10 m1111on unemployed instead of what you 
would othe rwise have if you didn't have a recovery 
progr&m. 

Thnt 'a putting it 1n its worst light. 

Those &re t.be figures . I don 1 t know bow you want 
to put it. I don't moan to be facetious . 

Harry ' s not selling the i dea. 

It's a m1lllon more than you would get without a 
proQ'Alll• 

Exactly. 

f~y not say that without saying i t that way: that 
this will take care of a million people. 

That's right . 

That ' e all I was asking fo:• . 

I Juot wanted to indicate bow much would be left. 

Well, I can subtract, too. 

Pretty expensive - tb1rty-a1x hundred dollars a can. 

You can aboot th= for a lot leao than that . 

Huh\' 

I a&y you can shoot them for e lot l eas than that. 

Can you (Smith) come at ll: OO T 

Yes . 

Marr1nert Can you come at ll: OOT 

Yea , 11:00. That' s all right with me • 

':.37 
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You didn't have the intention of having the billa 
ready on this . 

Juat ono second. Mr. Delano, can you como at 11:00? 

I can ' t . I've got an appointment with Secretary !ekes 
the. t I've been trying to make tor o'•er a month, lle • a 
given me an appointment at 11:00 o ' clock. 

Let ' s do i t at a time that suits you. 

I can do i t certainly by 1 2 : 00. Is i t necessary for 
me to be here? 

No, but it is always helpful . Supposing we do this . 
Supposing we start - I can ' t do 1t at 12 :00 - an4 1f 
t here are any changes , we will •••• 

lolake 1t 11: 30 and I 111 try to get hero. 

We 'll make it 11:30. 

When are we goi ng to see the President! 

3 :00 o' clock. Make it 11: 30 tomorrow. That suits 
llr . Delano. 

Ur. Secretary, i s it your t hought that the s upporting 
memoran4a would have to be altered to !it the pre­
liminary two pages? 

It will be very helpful if you could . 

All risbt• 

T/oll now, l et 's just atop one minute and think . I 
moan you've got this - I mean, V.rriner , just to 
take a minute , let 's philosophize. Is this program, 
a program which takes care of a million men , worth 
while? 
I think a progr.am which takoa care of any JJIQI\ ia 
worth while . A million men, of course - it takes 
care of a million more than would otherwise be t aken 
C&l'O of, Vie dO it directly thrOUgh Government action, 
and that has a multi plying orroct, based upon our 
past experience , of at l east , ae tar as the national 
income is concerned • • • • 

.. 
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Wo already took that 1n consider ation. 

Direct and indirect, 

Migh\ be plus or minua a couple hundr ed thousand, 
May be a million UIO , 11\lly be 800 thou.eend , 

It seems to me - I'd want t o question - you talk 
bore of a total amount of expendi ture noxt yoar of 
a b illion and a halt dollars , don 't you! Now 
that bi lli on and a halt oueht to have an erre~t 
on thll mtional income or at l east four to f i ve 
billion, because t bia gooa directly or pretty 
largely toward the stimulation or private activity. 
!low, i f i t increases the national i .neOI!Ie by that 
amount , four billion, as compared with what it 
would be , i t looks to me , Harry , as i f that ought 
to give employment to more than a million additional 
peopl e . 

\'loll, some or these, • •• 

Because if it doesn't - there ' s four thousand a person. 

\'loll, that 1 s our eatimoto . Somebody el se going through 
micht get a little more . But what I ' ll do i s put 
the e stimot es of each individual expenditure and 
tho reasons for i t . Then you can al ter it as you 
like. 

I think when you cons i der this talk or Congr ess ad­
Journing within a month - I think it's a g ood program. 
I think the thing that made it look scall is those 
other things which thoy put 1n there, those things 
I couldn't reco=end. But I think a program which 
will give Jobs to a million men, won ' t compete with 
private enterpri se , i s a darn good program. 

When you talk a bout that , 1a that - that ' s including 
r ailroad equipment ! 

That ' s 8 .xcluding railroad equipment . That ' s excl uding 
public works . 

That ' s right. And .mat does the - and do you include 
anything aa a result or reduction or interest on 
the FRAT Vihat do you Ciguro that ' s going t o do by 
way or stimulat ion! 

... 
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VIe excluded that . 

Well, you see • •• • 

IUght give another half million. 

You're going to direct the President 's attention 
to FHA, you' re going to direct his attention to 
railroad equipment, and you're goina to direct 
his attention that RPC can b~ municipal and state 
obligations. 

Self-liquidating public worke. 

111g)1t run ua up another 11111Uon. 

l?e 're going to direct h1a attention to all those -
three of those things - aren't yout I think it's 
a good program, gentlemen. I don 't think it's 
anything to just - I 1m more than willing to walk 
a cross the street with it and be fairly proud of 
it. 

The thing that makes it look a little small is the 
amount of things that ldr . tlbi te put in tbn t be 
d idn't expect to get . 

Well , I 1m fair - I think, givina him the credit for 
sincerity - I think it waa unfortunate, but the 
reason I stand behind this is I think we 've got 
really a pretty good program, and I dCI'l' t think 
they had to put the other th.inga in to make it taste 
good. 
Just put it in - wanted to put down ever)'tb1ns we 
could think of, give you n ebance to consider tbom. 

The only thing that occurs to me about i t 1s that 
it is unusual that at tbia late in the session of 
Congress the President should undertake a program 
that is designed to rurther stimUlate recovery; 
and if he does i t , then he io doing it 1n line with 
the memorandum we gave him the other dny - as a 
matter of fact , we used that as the basis in recog­
nizing what the problem is , and we built a program 
on a basis of the problem that we recognized, the 

• 

• 
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.. 110rand- that Wa preaented to h1a, Jloor 1 ot COUl'lle 1 
the program, 1t 1t eovere onl7 a million people, 1t'• 
prett7 .mall 1n relationship to the grav1tJ and the 
e1ze or the problem we have presented. 
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~ngn" of ti.Je ltniteb 6tatef 
~- ot lhprmnutita 

............ c. 

!!onoro.bl o llenJT llorgont ball, Jro, 
Socrotary of t ba Trlll,WI'T, 
VAOhi~ton0 II. 0, 

!)<or Mr. Seczoe\aryl 

Juno 13, 1939 

17Dder date ot MaT 3lot I vro\e "'"' nlatho to 

( r '/'-" 

the clalll of ll&rr7 Sokol >l!dch 1a beiDC conaldero4 by the ov.bco:mittee 
of t ba OolDHt oo on OlaiJola, !!anao of !lepresentat h oo, aDd in :r:r lett..­
! =Mo roquoct of """ t or t he entir e fileo in tbe katorn C4u>a41an 
D1otillory caooo, Yhich ftloo aro nocouary i n order t hat I .:r 
tull:r M4 f air l7 4otoraino t be mori to of Mr, Sokol ' o clal-. 

n h poooi blo tbet rq lot t or d14 not ronch ,.., M4 
If till a 1o oo 1 I will bo gl ad to fv.rnioh yov. with a copy of it. l!ovenr, 
If it w.o roco1vo4 b;r you, I will appr ooll\tO an early r eply, an4 thankl~~j; 
you In nnt loipat i on, I aa 

81ncorol.y1 

e--

.. 
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•• s• 
wn=·pmnrs 

(Ia msu- ttl .. u..) 

•w 1- 1.., 1 •• 1 .. 1-

..,..._, t f .ICI'l.-1-1 
~loaNl~-· l,liOI.I ~t\ra\1 .. •••••••••••• • •• JH.O ,.. .. .... . .1 -· '7U·· - .0 

~erioolloaNl --..u--u ... ....... ... .. . 111.0 .a •• a.o 1Uol lN. I 

l tll o. ..... u. - -"· 
~, ... , Ae\ •• • • • ••••• • •• •• • • 1,111.1 400.0 400.0 ac..a HI'·' .a 

..... MJu-' - ., 11111 ... 1to.o 1110.0 40.0 

,...,...., -•···•· ··· · •·•·•·• eo., ao.a ,. .. a.1 

hlaralCrop ~ ....._ ••• • • 11.0 e.o a.o 

-·..n• ~·'--''-' 
'- ......•..... ....... ..•. ...II , - •···· •··•·•· · ········•··· 

.. ~ ······ ·· ·• .. ,.. . ., 
""'-u ....,_., .. u .. , " CNt ~ •·•• ••·••·•••••••••••• ,.,.o u.a u.a a.e "·' 1.1 ••• ••• I'Po1 A.t 

r.&onl - .. ~ Oorp. ..... 221·0 'Pol a.o e., 1"·' .1 -

Nlftl ....... ••• ••••• • • • • •• 
wz.e zt,, Hoi "·' ... 2 eo.o ... o ... 1 " .z ua.o 

to •• 111., -· ......•... .... ........••••• 
~ ..•.. ....• 1,D1ol .... eo .a n.t 'Piol aa.a --~ 611.1 lQI,O ara.1 

-u,. Cn4U Corpoa''-'l/ 
C..1\al t\oek ••••.•••• • ••••••••• 100.0 

.1 ,.,.0 .1 ••• 
Cttt \al s..p...l,_. •••••• •••• • ••• 2ft .a eo.o ut.o ...a 

total • .•...•.• • .... .. eo.o ut.o .... ,.,,o • 1 ••• 
'flO·· no. a -·· nt. t tOII.I 1111.0 IDol 

0- \otal .....•.. .. ...... • 

ic"ool ....... aul ........... .,.. \0 "' ~ 
..... ., ... ,.. ............. 
.__l,. of ~ ~• an •' I.Mhhl la - Jlol&tl'• 
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11:1110lt. J. IID1111 ----------
Juno 13, 1939. 

J.ll n Loui£*11 called on tho Socrotarr at 10 o'clock 
to~. The Socretarr told her tbM he had told J.lr. Ca"""dr 
~ botoro r .. terdq that th& Prooident, lire. Roooe•elt, 
lin. Uorsenth&u 8D4 h& hoped tbAt ho (l!r, C&rttiOdJ') 
would .. t up a branch in I P J. tor oelt- holp cooperat1•ee. 
I tol4 tho Sec,..tarr that I had epolt:en to J.lr, ll&rrinston 
but noth1ns had h&Wened. !ho Secretary .. 1d he would 
tan tho JO& t tar up w1 th J.lr, lt.arriDctOD 1•o41atol.7. 

!he Secretary stated be .....,ted lol1oo Lonlpn to 
lt:no• what he had done and that It would be ent1rolr 
proper tor her to follow up w1 t h I P J. to eeo It ehe 
could sot a.n:r action. Ulao Louipn otated t bAt 
J.lro. J.:ore;entbAu WDDted her t o 110 to llorpntom e.n4 the 
Soo,..tary ou14 It would be 01. 

• 
... 
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'rlae84AJ', June 13, 11139 

!he Seoretarr bad the following tor dinner at 
h1a home tonight! 

Mr. Iei4or Lubin 
Mr. T0111111e Corooran 
Mr. Ben Coben 
Mr. Leon Hendereon 
Mr. Lowell Kellett 

445 
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TO 

,,,,,., 
Subject: 

TREASURY DEPARTMENT 

INTO Of'I"'Ca COMMUNICATION 

Secre#..&r7 orgenthau 

ldr. H 

Ell;pOr t •• ot wheat and other market data reported 
by Federal Surplua Coamoditiee Corporation. 

June 7: Ell;pOrt ealee ot eanadlan wheat eetiaated at 5QO,OOO 
buehele, whioh included 150, 000 buehele to Jiorwe7 
and 6o,ooo buehele ot Durum to Oei'III&Jl)'. 

June 8 : 1 Bea"7 ealee ot fiour reported tro111 Pao1tio ooaet, 
and ealee reported todeJ' are the largeet ret made 
on th1a export fiour progr&lll. • 

rranoa hae exported about U,OOO, OOO buehele ct wheat 
and tlour, and ia ottering wheat at 56 cents o.i.t. 
Linrpool. 

June 91 J:ll;pOrt ealee ot nour t oday were the largeat reported 
in one deJ' einoe the start ot the ell;pOrt nour progr&lll, 
totall ing 283,806 barrele, ot which about 235, 000 
barrel• went t o China· Thie makee total aalea t or 
the paat week around 5J.4 ,000 barrell. 

~ported that Greece bought a cargo ot Australian 
wheat. 

All wheat deliveriee 1n Liverpool went to new low 
ground t or t!le eeaeon, due t o b ear1eh crop new• troa 
large aeot1ona ot the United State• and Europe, 1n­
crea"4 ahipaente troa Auet ral1a, and a rather large 
utaata ot the Canadian crop . 
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TREASURY DEPARTMENT 

INTER OFI'1Cit: COMMUNICATION 

DAT& 
,... 11, ltH. 

TO 

TIOOII S, Bo J'oUIF o 'hlo 

rer J'OV w ..... u .. -

TeneHq ~· Cl:rnlt Coan of ...,..U 1a tu a.-4 Oll'ftlt 

(low Torli:) ett1.-4 tile AHlelCIII 1a tnor ot •• J'M..-.1 leeene Baal: of 

1"' t ortt a4 41a1aae4 tllo aaUoa ot \M lrUhll -.rtaa Yo'llaeeo ~. 

Ill 1~, \lla lr1U* .-naa Yobaooo Ca"' rror -.. raqu1ra4 \o -..a 

u $6,1100,000 ot pl4 ad -.. paid •• '" n.\e of tao.er .., ...... '!M 

Britillll Allarlou !ollaooo c_.., •~ U -.a &\Ule4 \o reoeln ~.00 

m OWioa, ud ne4 tor tile .....,,..117 of ..,... tllu ..,.ooc,ooo, 

!lot Covt, 111 4181 .. 11>& \lie ao\1o11, lleld \lid \be JtnovUn Order 

ot AJ>I'll 0, l~ oa4 \be r.culaUOIIa 1ane4 poll'_.,, \urno wra ftl14, 

247 

aD4 111 \ll1a raapaa\ OYW-rale4 \lie 4aola1oa of h4&• Woolaer 1a l9Sll llol41J>& 

tbe April 0 Orier lanl14o 

·fJI.I/ 

• 
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1JDd« ...s. ""-of \be &IIUoarlt;r .... , w lA -. 

E:x.ecuu .... Orda' h. 6166 ot 1- 10, 193) , ...s 1a.,..... to 

redUC. pm nt eq 11'tlrN, 1D V I IM \biJ effloleDc7 of 

gotei d oparatt.ou, ...s ella1D&w Oftl'lapp!AJ ...s 4'apll-

e&tloo ot effort, I bez'el!r pniiCZ'lbe \be tollOiilllr ... pl&­

Uonat 

1. M liHCl lwrel.r>-

(a) the t.era "ace""7" _,.. &n7 e.-lao loll, IA­

dapeDOSeDt eet&'bJ1rb mt, board, bur..,u, dlYlalDft, aerrlee, 

or ottioe lA tbe U»C''Itl ... 'tr&D<:h or the Clo ............ t , uc.pt 

the liar ...S I& 'f)' Ilepart>eftt.a and t!la llar!Ae Corpe. 

(b) The t..rs •auppll88" - &11 tangible peracmo.l 

propert.T IAcllldln&, but. not lla1ted to, Mt.arl&la, ouppliaa, 

art1oleo, !acUlUa a , Upr<n.-nta, JD&Chl.nery , equi~t, and 

otorea. 

(c) The wcrc18 •procura=-nt or auppllao• and •pro­

cur.MDt " !Jic11ld• &11 tw>cti ona relatlnj: to or aeooclat.ed witt 

the parcbue, rental, ...-.toliii!Aeo diatribut.lon, and transporta­

tion ot auppll• • · &Dd eernc•• ine l.dent&l thereto. 

2. the Procw-Dt Dlrlelon, treuury Depo.rtaent., ob&ll 

ber...rt&r ..,.s.rtal<e the perto..,....e• ot procur_..t o! all 

auppll"' tor .... either at the .. at or co,..,,......nt or 1n the 

t i al.cl tar &11 exiatlnj: go..-Dt apnc1e a and ouch agenci es 

her...rt&r cr8l'tecl• frorld!d• t.tat &n7 apncr -:r per!~ such 

proc....-t l taeU to t.ta ext.nt peratttsd by tbe Director o! 

Procur-nt, unt U s""h datea a• the Director fill:/ dea i pta rltb 

r .. pect to apoel.1'1c apncla•, apeei1'1c ltlnda o! proc~nt or 

apeol..tlc aq>pll••. 
). The o!!icea ot the l'rOC-t DlvialDft ...,.. .n.tln& 

1n tba .......,u atate• aball t- t.be o100le.,. tar the !ial.cl 

• 
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• 

act1nt.i .. of a .-.1 ~· 'Nrrioe. 
4· .All ...-dll &lid propw 1;;t pert.atntnr to, or •u1Mcl 

1A, tile procw-nt ot •""'" .. b.r aJJT IIC&IMIT, &lid all per-

aonnel •n&na-4 1D t~ proc• t ot a~~ppU.ea tor aJJT IIC&IMIT• 

..,.. ~>ereb.r tn.Dat.......t to ~ Proour- 1$ Dtnaioll, ncb 

tr&.~~.~fer to be .rteeti.,. vpoa ncb clat .. u t~ Direotor ot 

I'Ncure:>ant M;f preacribe with r.epect to 1peo1t1c ap=nt .. , 

epecltlc I<1DIU of ~t, ar epec1t1c avppllee . Slacll 

port of tbe ·-xpendad ._,._ of eppropriltioM or r-18, 

uaUable to ozq apftCT tor per'eonal ..... toe• aJid other ex­

penaee, in coCIJIOCtion ritb tile ~t of e~J.1 wh1cll 

the Secretary ot the Tr.......,., with the appron.l of tile 

Director of the llul'eau of the Budpt, 1!1&11 tr&.~~.~ter to the 

Pl'ocw--nt Dlnaion pursuant to 'h'eulll7 DapertMnt AJlFOprioo­

tion Act of 1940 (PIIb. 65 - 76th CODCJ" .. '• Firat SeseioD) aDil 

IU1T otller law autborlslng au.cb tranetar, a ball be a....U.ble 

tor the ,... or ·t~ Pr...,.._ot Di"l'iaion 1n perforal.n( the 

tunctiona or procur.-nt undartalcen purauent to tbi.l Qrdar. 

s. The DiNctor of ~nt -:r, with the appron.l 

or the Secretar)' ot tile Treulll7. ioaue ouch ... rul&tioll.l and 

lnetructlona es I1JIJ;1 be neces BeZ7 to .,.l<e the proTJ.iona of 

tbls orclar e ffecti ve. 

6 . The prortolona ot tbla order aha.ll not appl,T to tile 

IIIU' and Na.,- Dapartaenta aDil the !lArine eorpe. 

7. The r.gulatlons governil>B the operation or the IInnell 

ot S\IPI>lT, ~nt Oiviaion, apprcrrecl b.r the Praa148ftt 

AprU 12, 19)8, ar. ~bT auperaadad to the extent tbet tbrT 

• 
... 
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Hy doiU' Hr. Secretary: 

11NIT£D S1A'l'E8 SE!IATE 

Ooomittee on Foreign Relations 

Washington, D. O., 
June 11, 1939. 

I have the honor to ackno~ledge receipt or your 
letter of June 7th in reply to my letter or May 23, 1939. 

253 

It ehould appear that you intend t o pursue your 
customary policy of waiting unt11 t he 30th day or June to 
intoro certain mining oo~anies or the United States whet her 
t hey are going to operate on the le t day or July or not . 
So~e or theo have been hangi ng on with a alight deficit in 
hopes t he price or silver would be restored to whet it vns 
in ' 37; namely, 77 • 57~ an ounce. If it is not restored, 
tboce mlnoo on the let day of July ~ill close dotm end 
d1 achllrge t hei r el!IJ?loyees who will go on t he r el1e! rolls . 

I feel it my duty to call together those or the 
1/eot interoetod i n t he mining industry tor a conference to 
determine whether or not it i s ndvisoblo to otter amendments 
to the bill extendi ng t he Prelldont 1 a authority W1 tb regard 
to devalua tion or gol d . 

Hon. Henry Uor genthau, Jr. , 
Secretary of the Treasury; 
\lanhington, D. c. 

Sincerely yours , 

(Signed ) Xey Pitt~ 

.. 
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:Wle 13, 1939 254 
to: fbt horttal'7 

rro•: Jliu Lonigan 

'rhe t1J)t ot 1ntol'Ut1oa aY&ll&ble to ehow the dollar aoUDt 'lt 
public wort• proJeota 1n Xew York State b7 oountiee, ie •• tollow1 : 

PIA 
- 1. ProJeot Ooet 

'rhe total expen41ture on proJeote 11 not aY&1lable tor the 
aonth ot Karoh tor Hew York State aa a • bole. To get it b7 countiee 
aould requlrt ooaplete retabulat1on ot all c&rde ot all in41Yiduale 
tlllploJed. Thll would tate at leaet two d171. 

Expen41turee b7 count1ee 11 aYailable tor Oc t ober. It ie aot 
repreeentatlYI becauee eo 1&D7 ot the project• 41d not get under 
•11 until Deceaber. C&l"'U are not enn punched between Ootober 
and Karoh. 

PWA will g1Ye ue count7 tiguree t or October ( ahlch are t oo loa) 
and an 11t1a&te t or State t1guree t or Karoh, troa ahlch ae oan eeti­
aate the Maroh t1guree tor count1ee 1t we 11th. 

2. Federal ProJeota -
Federal projeote tor Maroh. 
proJeote are extreael7 elow 
rourtb ot the total. 

Intol'Ut1on 11 not aY&1l able oa PWA 
It 1e aYa1.lable t or October. Federal 

to report. !he7 oonet1tute about one-

3· Other - We h&YI Juet begun to oolleot figure• tor publ1o 
wort• ot State and loo&l goYern&entl and regular Federal goYim­
mental oonetruot1on. 

S~. 87 We4nudaf aorn1ng we expeot t o han tbe original 
dlta o~tor October, with rat1oe b7 wh1oh we oan eet1aate 
t1gurea b7 oount111 tor Karoh, but tor three-quarter• ot the 
proJeote Onl7, exolu41ng Federal proJeote. 

Duration ot PWA ProJeotl nt Pfl project& e\&rted with fundi fro& the 19}8 Aot are IIIP"" 
poled to be ooapleted b7 June 19llo. K&n7 will be ooapleted earlier. 

ProJeot1 operating on tund• troa earlier Aote •11 extend paet 
June 19116. PWA will gin u• an ut1aate ot the u ouat ot the .. b7 
We4need&J or !huredaf. 

.. 

m 1 . DlplOJ&ent - J'lgurel are now in our ott101 tor all up-State 

oount1e1 t or tbe week en41ng Karoh r'-b Ya1lable toaorrow tor up-
2. bpen41tur81 - F1gur8l 111 1 a h 1o .. o T~Mr• are no 

State ooWIUII tor the quarter en41ng Karo 7H• 

aontbl7 t1gurll. p J U unanoed bJ WPA but operated 
3. Federal Projeotl - ro eo 

Regraded Unclassified
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2SS 

bJ other Federal depart.enu are not aYaUa"Dle "DJ ooUDUee . 
ere a eaal.l 1Ua. 

fbeJ 

"117 oount1el, leparatelJ tor general 
relltt, old age, dependent children and the "Dllnd "out th 8o 1 1 
8eour1tJ Boar4 1a ltronslJ oppoeed to totalll .... • t_ tl e .. 

0 
a 

h 
11 an unlm wn d . .., ..... guree .. eoau .. t ere o an Yal'Jlng aaount ot duplloaUon .uao 

data are tor taa111ea, eoae tor lnd1Y14uala. ' aoae 

Flgurea are "De1ng arb1trar11J added tor our eetlaatee "Deoau11 
it 11 a oboloe between 1nolud1ng dupl1oat1ont or exoludlng abo t 
one-th1rd ot t"De t otal. We oboee \he tlret bl.ae. u 

data on 
•uaber ot reo1p1enta 11 no• ln our poaaaealon. !he 
h&Ye not been aakld t or. 

PopulaUon 
If aapa are to "De aade population data are naoe••&l'J• 

General population eaUaatu "DJ counUu tor 19:56 aade "117 tbl 
New York StaU Departaent ot Beal\11 are contldentlal. !he nUJiber 
ot taalllel (tor rellet OOJIP&rlaone) and t"De nllllber ot worker• 
(tor PW~WPA oosparlaone) are an1lable onlJ tor l9JO. 

Tla1n~ .. e nuaber or taalllel on rellet and weltare bJ oountlu 1a 
now aYallable. 

The percentage ot taa111el on rel1et 1n eaoh oountJ (tor the 
Rellet Map) will be aYa1lab1e toaorrow. 

The nuaber ot worker• on WPA le aYallable now. 
The nuaber ot worker& on PWA 11 proalled tor Wednud&J. 
lxpendltUl'el on PU. are proa1eed tor Wednud&J. 
btloa ( t or the Worn )lap) will be aYallable !hur•da7· 

RuulU the relht t1pre1, with tbelr lla1tat1one ae atated, w1ll 
gha a ta1r lndloatlon ot dltterenoe• 1n need between oountlel 
except ae eoae oountJ ottlolala h&Ye a pollOJ ot reetrlcted rel1et. 

fbe workl tlglll'lt wi.ll be relatlnlJ dependable, but an under­
etateaent:--Ii la ., Jul!.gaent that theJ cannot be relled on, &I 
the7 etand to g1Ye a preolae aeaeure either ot work aYall&ble b7 
oounthl ~r ot the relation ot work prodded 1n the oountJ to 
need 1n the countJ, !be \bing a lett out are too a&nJ and too 
lJIPOrtant . fba7 wlll, boweYer, be ueetul to 1nd1oate where 
turtber 1nqu1l'J a&J be neoeaaarJ. 

Regraded Unclassified



a.or.-.,. ........... 
.... ,~ 

... 'PP' 'etene'''' 

u lJopol'\er llroQp\ a n ao\iOD In \be •• I ork 8\o\a 8uPI'­
Com-\ \o J'eCI1Lln ~ fedu&l lleMrft laat of ... 101'11: \o c.nit)' 
a dJ.t't .... n\ rdo of _ _,., for tho Brao.llJ..&D .u.,..s.. ao ~\ the 
!.oopor\or'• '""''- cli&UM al.IJa\ 'bo ...Su...S , llr, liutUoo P--. 
dlooh-..1 \1M uU.. tqq tba\ a lltato coart boA DO j urUd.l<:Uoc 
t.o c.CIIIpd a F-...J. t•V....to11tr t.o perlora o Podol'U t •DCU.. 
l o -pora\ed wt-. lobo - 1 fOI' tho Fodaral ' """' Bo.Dit aDd 
tho h!\et "-'- a\teraor la UaU aaoo. 

llaitt~od) • ••. ' · · 1•· 

I 

• 
... 
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'!l/j I 4 19J9 

a..u.o a&o tha F..Su.l !'r-edo Co.ioaioa 1a&li..S a .,.,. !At 
~~· ~4JI..s.l ranoa, X.o. , a rolaUnl7 aull ail.k~atnl•ll.or 

, n ot-1<, cbar&iA& tho -;>&AY oi th •plo~ coercio:> 
1aUa14&U• .... \hraa\6 ror tho porpoco o! p CYC:1Ucc r ..... u a ~ 
J o1ala& pt'ado.e..- c•l.rol <>OOpfl'aUYOo, and dt.'> Mlt1JI& folie c11 
~,!A& u4 oov.n'lloua at.t4amto obOQt tho l ot.ropollt.llll C~por:-u,. 
tillt r od>Acoro Juaa1Aiaa Jceq, 

bwooiYO b .. ria&O wera lleid ant !.co co,. 1o no• before tho 
C..ho10D, o!>1cll 1o OOila1d..-1A& •~othor or cot t.o 1uuo ..., order 

• 41 reo\od a\ \loa allocecl Woco.J. aot.o or tho Ooid llol.ol Farao, Iac. 
n 11 ~ IIIOclerowd'•r that Uta Coaluion 11oo 00 tar bun llllOblo 
t.o o• • W OD aar-t. OD thh .. t.t.or, ••• o! tho CM&1.,1ocoro 
b oUeYlar that a G ... O and do»io\ onlor ahouid l u iAo IUld . ... o! 

tho c-18110Goro W1W11 tho op;>ooito •it• • 

Jlr, Ol ()eouaoU bol diacuoaod Ulo .. t.tor a t l""'th •1\ll llr. l .Uay, 
c:blo! - • al tor tho c-t-aian, .Jlo 1t appar.,U, incllcod to 
IICJ'OO o1 th \llooo abo b.Un o tha t o coaao ocd doaiot order ob..WS 
ao\ l>o 11..,1<1, I t 1o llr. l .Uor ' • d .. t.:at t.~oro lJ. """" dOill>t 
ao to tho Ju1od1oUGG o! \de c-ua1oa \0 aot 1a tho proaiooe 
1>0- • CAl"\ oo14)\t b.oid t!>et tho COlO dooo ao\ \J>\'Ol'to ill....--
e\AW o.-.ttroe• Jl1e 80)re ae:r1~• doobta, bO'I..-r , ar~•• •t gf hie 
l>ollo! Ul•t tho \oo\laa.J ill too llooriA& t •1b \0 &\ll>ot.lllUoto tho 
o~>ar.:oa ao<lo 1a tho -.Lalat ....S \110\ wro an order to bo oa\orod 
ud .......... o1'4or oproo.l.od rr .. b7 tho do!oa<laa\, • cowt -ws 
1a .U ,..-..,w t y oat tho order allele •• aot ,.,.rt.od by tbo pro.,• 
fMV• llro loUoy aacle M o tUo onllobh to llr . O' Cona.U ant 
ool<..S bla to co 1Dto tho -t.\er , u prou i.DC tho deb t bo\ he bo ti" oa 
\bo boao!it or • • • o•c-all' • J\ldpOCi t •• to • ll•th• r "" .u t.b• ! o.c t o, 

t.bo erdor .aould 1.,,.., 

.. 
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.... __. ... u•n.l-"••-.. .. s ,. • .._ 
JVI-'1-"• .... - .. ~ .... -u ......... -
··- ., .,...,, " •• a1r ,... - ......... ...., .... - hlla 
ttl .... ., .................................... - ..... 
at - t. M .... a II& " • laM l ._.u .. ae ............. -

0 

..s• ... WliiS' .. ..,... WftW M JN,_lt .._ f PUla .W. ""'' 
, ........... aa , ... -..Mtat - ••-1ul7 -••• _. *' .. 
1-0 fll tlt ..... -.1• M II 5Mllp ~I'Ql.a. 

.. ,....,,.....,.,... __ ..,._ .... ..-.,uu. 
u ,.aat. ftle, .,... Ia 117' e)lb1a, ... • Mul .. • .. .u..toa• 
., •• '-iN&• - ........... leU~ .......... u • 
..u ......................... ._ .... ,_ -· .. ·-
.-............. ap1ut it ,_ ,....,_ ........ 7 u. 
....... ,_ u. ...... " .............. - ...... la7 .. o.u..a• ............. ., ~ .......... ot .... ,,, .. 
.a ,.,..... 1a ••• - ....... ftla -- • ..s• 1e .. -. .,... U•• •• a-en•• ot Ap&alt ... fit -. 
..... "' ......... ,.... - llftlq .. -ltlat 1 ....... -
tutt ........ '--'• » teolt -• _. • -1• .-1• 'M - .. _. 
.. -.n .... ...... 

u 1e ., •••Ml _._,_., ..... ••• • • tau • •• •• 
o-ttai• .-.au ·- • - ......... -- 'Nl t.ft .... .. '"1• .au 7I8ft • _. ... _. .r ..u ., ... 1117 ,.. .... •• .._ 
ot •• a..&••'• tia,..nU a no tne et pare .. ,_ "'.,..... .. 
1& tile a..&M&ate I e'•t•to kt ... Ia .. tu u •• ,uotlalae 
- 11 -·-.......... -- ... - ....... ~ ... 

n-u,
0 

I Wi- •• '-leola 1t.Ut-" tw _. •· 1a11115'o 
tt1 -· ..w Will ~ ,_.,...,.,. ·• ......... -tau .. ~ ............. . . 

Uattlalwl a. s. '·• ,., 

• 
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Ull, .. M1 , ..... a ..... ~ a I 'M"" eMft I .. - - - ........ .a. • . .... eH 1 

.. - s...... - - ... - ... A. •• ... u til .. o•· J1l, •• a 0 •• •wnw, ,., • ..aae&w .. 

.. ...ur .....,.n••• t1 
1 

• ... .._ '• .. 

............... ...... $ ...... ,.,.. ....... 

..., tot ... ott 1' ....., I ._ wlU _, wla ,_ .., us•. 
I -.as- ..... II ' r I , ••• '"'"- lt ....-..a. ...... Ia , ............... "· 1-.... 

- ...... h "' .. -· ...................... 0'03 "· 
.._,,. t1 *• - .a..,.,.... ,.. •• hwtt r ..,. 
.... te..U le Ill ... 

....................... e~ ................ . 
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1ir .. II 1 ,_ rt • • • ,...._ tq rth• ..... 
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tift,_ .sa,..--· "• ............ -. ..... u.. .. ... ... ftl a Uft., ... , .... ... 
Menllreo 

& .._.,...au ,., ...... ,... .. ..u ., t•a rr 
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.. 

If.&. • •s c•, 
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O'o-11 J'MIId .. 01 Ollll'o 
... o . ... MM. x.. ... ·~" ... 
PerUAM, 0..,.. 

--·~ 

• 

.11111 1 H i39 

no. ner 1 ''" wl•o Sa Ull o ••- ..,. "' 1- le 
,. lot._ et -. ao, u., ** ..,,_u, w .. , .._ -
... ..- _. ,... ._ 7ft .... ,_ Lotter et ar :za. 1 - eal7 
.... \a "'" \a •• ,.ta,, ... .,. la "'" Sao\ . .. u- h .. 
tor, \loa\..,. oo,e.r..,_,,, NlSalo .. 1U \lftff elMIUt•U• 
., ~· ....... teet ... -- .............. ., ~ 
-•14-•t• et \he fao\o, •• l.A, .., Plr\lo,u\ ,toed l llel 
tao let•., 

fM IIIMU•• ot .. f1'Meur ~.--· ol11o re-t \o 
111• \oftft ~..,. J111ft17 etalahln\lft, 1ht ,.u,. of \he 
\ofttt ~ h • •ttor ,.,. 11oe 1.,ae1au .. tlMnU• e/ \Ito 
coac-. 1 • ... ,_ l'lll ...,..,, .. ,..., tt tt ~ 
,_ tM _.._ orSU et O•pan,. _., ,...\11\A)lo aall 

...... ·~· ..,_,., - !1"1 •'7 Dep&l'-\ wUi GlaulJ 

....... ''" ~ -•.ntr. 

1--I R. 1t<>oiOGIMU. Jr, 

_..., of lh• 'hu""'7· 

:ss 
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A&&ltlona1 a.o.at la'l· 
M\a4 that oaa 'be ••• 
1B t&ltlldar 1ear 1'~ lt 
ah Lrovaa 11 a4opW 
(til oa• of lollire) 

rro,teoh •hlob an la •tor j!lrt or 
ift Wfioie eelf-lisui&ailia• 

1. IaoroaH la u.. 'bor....,tac powore ot 
the ua1 tat ,._, .. lo.ae1ac a\borhr bJ 
t~ a1111oa 200 

f . fto4ue\loo or r···· · -.xl~• ln\trtat 
l n aooord wlth tbt 4oollno la lone- tara 
oorr -•ln& ratot oa hl &tl If .... H•rlllu. 
Tbt Fo4oral .. "'PI' A .. oola U oa ( Ul4or 
ll. r.o.) INlla& rate tor r. I.A. aortcap• tboul4 
bt rech1oo& oorreiJJ)Otl41n&lr 1a order to -.ko 
et reotl•• tho ro&aotloa 1a \be r.a.A. ratat 

) . l~aoloa or tbt eolt-llqul datloa por­
Uon ot tho rara ,, .... , rrocra• to reau liP 
to u a44l\loa&l 500,000 taa!.Uu ot nrr low 
l nooae who hata aot r a t raooln4 aft¥ aealet­
anot troo tho ra .. 'foauar rrocraa. Praeont 
prograo oalla tor 1165 a1lllon oxpen41ture, 
ot •hloh 1110 a1ll l oa la atlt-llqul4a tlng. 
Th1t propoaal woul4 ro4uoo tbt appropr1at1on 
ror th e oo lt- llqu14atlng po"'loa ot tho pro ­
grao to 1100 a1111oo Ul4 lf&Ot power to 
borrow • to u adell Uooal 1500 a1111oo lo 
tbt tltoal roar 1,-o tor aolt-llqul 4atlns 
proJeno 4ottlopo4 4orl:~a tbd r ear. 

~. lllpoad .. or rural olonrltloa Uoo 
provaa to roau a ••'•• or ••• u4 a 
quarter allllM r.rel taalllet aot ao• .... 
otlrtatt oloetrla oertleo aor llulJ to 
rtotht ••h HI'I10t lo the near tll\11rt . 
PrtOtftt prolfUII taUt tor aa:ptt~4Uura 
ot SilO a1llloa tor the eo:U tl.10al roar. 
Thlt propoo&l protl4at tw a t50 allllon 
approprla Uoa &1\4 borrow lac oapaol tr • P 
to teo tleoo \bat ..... , tor a tao rear 
eolt-llqul4otlac proJ••' 

5. rt4aral toll alltborltr. ltlt·lltul-
4at1ng toll rol4t, oaa&la, br141' proJ•• • · 
Prograa euba1Uo4 b7 Jureau ot hblle lloa41 
oallt tar a I ) ~11lloo prolfU tor tbo ••• ' ''*" roare. Pounll 11 'blllto• -14 bt 
ooeplottlr M l t-Uqu14at1aC. or whlu 
s,oo uw•• a1e"' .......... 1a tb• 
o&loo&ar rear 1 . ~ .,.opoaal 11 to 11•• 
We Aatalerl\7 rrowla& oapaeltr • P to 
tl Mllloa tor tho ,_.,. Jtar prol£&0 -

150 
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.... ._ Ual •..-au-.re• ... lte He~ret 
la tbh thU eu-.,. 

(a) ~ -vlac .... ltle a•Uiol'laau .. 
ter UM .. w au equl,..., lMII• •• ,... 
raha at laMre-' to the hll "'' et 
._.,,_ .. ter leapr ..._ "'"-' ••r-
tu ....... ..,..,.. &be ,._., .... u.-le twr 
-b ,.,. ... t.reaeM. ...ll l.ee•• .a...u 
lte afttla•le ea17 twr ertere pleeM ...... 
• ,.,. ... uwre•• ..u ••U lte •al...c 
,.. ... ,. ..... 1'1 ... 

(It) ~ ••w•l..._ a •11-tlaaael .. 
rellJoMt ..-•r.:•• au~" " Jlllrebe•• 
aM lea• .,.. ,..., w eM NllreU•· ta 
talll .._ ..... u _. alteebMlt •er\ala 
that ..... ..., .... ,..., la •• .. ••1• .,..1-._ -u" .................... . 
... 1 ....... . 

........ • , ............ u ..... 1 ... .., 
........ UM INIZ'• lf De .. 1• uU..r1H4 
to nHerllte " • .. pual et ,.._ ._.,,..., eo..,.., .... 

£61 

• 
.. 
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ADDmOI.tJ. l'llOPOIW.a l.,_ii\C) If ------

l. 1£: 1 11. .,... •• 7 2 

Ia....., (a) w ,.._,a dnn1a 4eeH•ta J111b1U _... e ; 1 
i tan Ia \be ._... et 19411, (II) w ~ tor a ...,., .... publie -.,..,..,..a (e) '* a..W \lie,_..,.-..,. aa..r,. • u.. llacl,n 
that. ...U "* •WleC liT ••ttaaua et prua \ aa\Mcle ot f1e-q i t 1.1 I'll hd \loa\ \lie ~ o. ...... t ...... ~ ..... , •t • 
~ ~\at tbe ......s.1na oha 1• at St.&te ad ~ai.-1 bwlwiJolt tor p01blia _.... Ia tat. 'lllliJ' a liWia tau. PI'O&I'a o...U 1oe tl• 
....,.., a\ a 8IIQal ..._ • \lie-.,., at t2'l ·"~• h a · ­ain 1D \lie II. I . lr"'•a AatMri\7 ead 1a llriu.b at ......... a­
t:..,t pneU•• 'boo ~U. tar \hU Millad ot .abal.41a1q 1a 
tb&t \be plb].U -u- paid tw eu.t tlla7 .. beiQI ......s. 

2. Ol4 .. 0 rt• &a.,.... aaUonal .u aae _.,.., ,....,.. -u ben- a' 
Ollt at a1a\lac QJ +UU.., Ia \1111 Will' .., addiU .al tfOO 1111• 
1.1ao ...u ... -trUined '* ~ wltlloll\ ... te.U.ial- ad41• 
Uooal allarlt • \lie boldp\. ( liM ..,...to-- .) 

!he II U .... ~ wrU ae4 elf ap ~V PIIJ llol& ...w.l 
acid - t1 llt11ta '* \lie a...,_t•a - tribol\i.a w looQ'ina - r 
at a 8dd1Uonal .n '* U.. badp\ at~ ta? .uua, 

L8C nlb 
6/ll./)9 
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~ ~=ulAN\ 1 II>}\ ~ J 264 
TREASURY DEPARTMENT I v 

INTER 0FI'1CE COMMUNICATION ~ 
71• C.tl 

OAT& JUN 1• 1939 t .. 1 r 
""' {· p 

TO 

fROM lro folq • 

ll<tellaln bearlac• ...-. h.U ud tho ouo u aow before Uao 
0~111011, 'llhl.ch U .,_.14er1Jic wbether or DOt to UIDO U or<ler 
dl.HoW at tha all.tee4 Ulteal o.ow ot tile Qol4 ledal ,..,.., tao. 
It 1e -q 11114eretudi'A& tbet tile c-11al011 hAe 10 tar b- lllllblo 
to o-. to .. acr-t ... thie •tter, ·- ot tile o-1ao101lerl 
bellnia& tbet a o- &114 4owt or<ler lhoW.4 11.,.. &D4 -o ot 
tho c-iealoa•• Wlcillc tho oppolliw 'liow. 

1r. o•c-all 11u ~~.., tho •tter at l-ath with tr. loll.,., 
ch1at -•ol t• tile c-imoa, 'IIIIo u opparoctl.T 1DoUDo4 to 
.,roo with Uaoeo -.. bollwn that a couo &D4 4..u\ or<lor oboW.4 
Dot bo U..ao4o I\ U lro ~q' 1 '11 .. tbet thoro U .... 4ocht 
u to tho jurS..CUoUOD ot til& c-iealoa to act u thA pr.t­
~- a oOOil"t ~t hold tbet tile ouo 4ooo aot tanln tater­
•ww --· 1111 _.. MriCIIII 4ochta, hon'ror , - oGt ot Ide 
bolla! tbet \be toe~ ta tho lleu1DI taUe to .,..tacttaw thA 
chAr& .. Mclo 1a tho OCI'IP'•••t ud tbet wro 8D or<l• to bo octareol. 
&114 ...,.....,.. • _..... appoalo4 trGa b7 tho 4&!_...\, • _...t WODl4 
1a all P' ell lhill v .. t tile ar4• u14o u DOt 41 \o4 b7 thA proToD 
!t.ow. lr. lall07 M4a Ide tuo aftilal>l o to tr. o•c-all ad 
.. Jto4 h1a to CO iato tile MtWr1 aprooA1Jic tho lliP that bo ~ CiTOC 
tho boDoti\ ot 1r. o•c-ol~'• J_,...t u to wllothor oD all tho to.ota, 
tho order ehcM&l4 ,..,... 

.. 
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I , 

To ., 111Dd \lleH 1o "" rMI. q,..nioo lion tlaat \llo ~ooi• laao 
JuriodlaUoa ia '111• aooo - \~lot a ooun woul4 oo llold, 0a tho 
•ttor of proor, U ia c&lT fair to 1117 thot tllo -t 1a the 0800 raUo 
tor lhort or 'MiD& a1r-11cim. oa tho othor loud, ao a proaUao.l •ttor 
u ..... to u nat a eo-t l ou l ocalin1a approoah n 811 tho .,.. ' 
10biah Ill'. hill)' protaro would bo proper if tho C-ui"" tool.• thl.t 
tho ahara•• M de 1:4 tho ooaplai:At aro oubotcUaUr aorroat ao4 t.bat tho 
UINIIIOO of tho ardor would bo ooon0111ao.ll7 doairabl o. 

Ono other factor, llbloh dooo aot appear 1:4 the raoord, ia a1oo 
ill point. ftlo, 111110h 1:4 IQ' op11l101l, ll.aa a baarill& 0111 tho roluot..,oo 
or t ho 0.-ioaion to aot, b that tho Gol d llodol , .... , Illo., 1a. 
-u, 1adopoll4ct diotrilnltor &114 tll.o eo.iaa10ll toara tlaat to ilOilo 
a coou &114 4oa1ot ordor qainot it tor proau .. a 1111doubtodlr aloo 
qaaod ill tr<a u .. t o tille br tho luao 41otri1Ntora, al&ht liQ' tho 
eo.laaiOII o- t o t ho oh&r&o of plq1:Aa illto \bo ballda of tho --nod 
"'l1lt TrUt• . In t .blo oo..,.atioll, tho filo oootaiaa • -1'0.114• 
lO!dab 11 t o t ho ottaot t bat \llo ~oaio,.r ot .Acricoaltu,.. of tho 
~ato ot Now Tort wu oppoood to hartnc tho oo"Plaillt ianod ill tho 
t1rot iutcoo boaCllo ho tal t tbat IIlah till &aU Oil wolll4 ba ooutrllod 
u abln'o in41ooto4. 

n 11 IQ' ccorol 1111dorot0114illil that t hooo .... tool that tho 
C.-.1U1011 lllould 1oauo a aoaaa e.D4 dooiot ordor bolino tbt ouOh 
aotlon will ban a oortala &liiOIIIIt ot 110ral otroot b7 putting tho otoap 
ot tho Ooo.1uion'• 41ooppro1'8.1. Oil tbo tTP• or praotlooo rotorrod to 
ill tho 0oaa1 ui011' o ooaplaint, but th.&t ill oo tar u tho port1olllar 
oau io oonoorao4 tba praotiooa are llOt now bo1118 indulcod in. 

Jinallr, I bd1en tho Coaaaioaion 1upUt \llraO to two end Ill'. hiler, 
t or one, 10llld wolo ... t1117 oOilltrnaUn ouuoatlon wo 11&1 tool at Ubortr 

t o ake 1:a tbe -."•· 

• 
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GROUP IIEETIICO 
.Tune 14, 1939, 
11100 A. 11. Proaent l 

I!. I! . Jr: 

~cR: 

H.k. Jr: 

llcR: 

R . ~. Jr: 

l<cR: 

Duffiel d : 

11cR: 

Duffiel d : 

l!. lo! . Jr: 

llcR: 

H. M. Jr: 

Mr. &Ilea 
Mr . Gaaton 
llr. Fole:r 
lira , Klotz 
Mr. Duffield. 
lolr . Haas 
l4r. l\'h1 te 
Llr . Lochhead 
lir. IAcRe,.nolda 

Di d :rou (McReynolds) take care or Sumner Welles? 

Oh yea. 

Was that on mef 

No, it wasn't on an,tlod:r. The latter hadn't been 
aigncd to the Preaident :ret. Noll had it. It had 
been over there aince Friday. But tbll t waa unil:l­
pcrtant; that was m.erely t ellins him that you were 
doing what he suggested. 

Did :rou call up Welles and tell him? 

Yea, I called him immediately, While • ••• 

Rere I am. 

Be wanted to stay - he want ed to be sent over to 
aee 'Wellea. 

Th&t ' a not quite true . 

All right. Everything else all r1ghtf 

Harold aa1d he had t o take care or llarlene Di et.r1oh, 
ao he couldn't get over hare. She wanted to sail 
this afternoon. He asked me to present his apologies. 

I hope he does all right . She called me up - did 
you hear about 1tf- •••• 

Bnnee : No. 

t 9 00 o'clock Tha7 want in there •• •• last night a 1 • 
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and slapped on a deficiency ot $140 000 nd h 
was sailing at :SsOO toda s • • • s e 
they ' d take a bond and 1!t h 0 I asked Harold 1t 
Ameri can citi un now Ki nd er aa1l, She ' a an 

paaaa~e to sail at :s;oo and ~;o~~~~~arning h 
So he a looking after it. on er, 

Yes , he's looking after it. 

If the Government ' s 1ntereata can be taken care or. 

Of course, it she puts up proper bond then they're 
all right. That's tho only way they ~ do it. 

I have to take care of my older son's friends . 

Yes . 

The way you take care or them, i t 's o. K. 

It ' s awful. . 

As long aa they pay al l their debts , he l ots them 
go. 

I ' d love to answer that one. 

There is a shade of uneasiness 1n ~terling. lt io 
attributed to the Far Eastern situation. Nobody 
seems to know whether Great Britain 1-s going to 
back down or not over 1n Tientein. It oeema to be 
upsetting thinge a little bit. 

France ia gaining a little bit of gol d each day. 
Nothing is going on 1n any of the stock markets . 

• 

I understand Chen 1 a family ie going to come 1n Friday -
his wife , daughter and grandchild. They get here 

on ir:onday. 

Will he came down bOre tomorrowf 

We 'll try to get hold of him. 

Keeahin be glad to comeT 
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He said he ' d be gl ad to coma. 

llbat time have you got down t or Keeshin tomorrow? 

10: 00. You have press t omorrow at 10:30. 

We can fix them up , then they can go somewher e and 
ta.lk. 

I got h1m on the phone yesterday after I got word 
from you. He sai d he ' d like to come. He wasn't 
sure he could make it .. . . (several further words 
too indistinct to be understood) . 

Ha.rry, the President sh1rted t his meeting to 12: 05 -
Fiscal a.nd !.!oneta.ry - so 1a the t hing all typed and 
everythingf 

The first part is . I was working on some of the 
memoranda. If I can be excused •• •• 

I th1nlt mnybe you ' d better. 

Ther e ' e juat a coupl e of things - not important . 

• 

I ' d like to have you hear one thing I 'm going to 
say. Naturally , a ll these things are confi dential. 
But this is - sit down - you aee , Vlallace and 
Senator Russell came in to see the Pr esident yester­
day on thi s cotton thing, and tho Presi dent said t hat 
Wallace again is talking about a processing tax, and 
I suppose out of t hat thing the President may have 
said, -wall , why not try this other thing?" 

Bell isn't here , is bet 

So he said "How would you feel about it i f they 
reduced th~ amount by 25 million?" So I said, ~ell , 
I don't t hink tbat that woul d do the trick at all , 
~r . Presi dent . " I said, "I know it'e terri bl y 
late, but I ' ve got an entirely now auggoation to 
make ." 

I said - in the first place , I said, "I don' t like 
wallace's dumping the export subsidy pla~ anpdla!a,.ylng 
it's the President ' s plan and llorgenthau s 

.. 
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I don't think that's fair , • So I said, "rihat I'd 
like to de would be to take all or this export 
subsidy money and put i t into surplue foods sur­
plus cotton, ot cetera. And then - in the firet 
plo.oe, you ' ll be consistent." I enid, "Mr. Hull 
is terribly upset about this , and in the second 
place I think you would like to bnvo it said that 
in eight years of your administration we have made 
a r eal start on solving the surplus food problem. " 

Well , he was very enthusiastic about it. So he 
said, "rlell, what would you aay - it'a ~70 Clillion 
dollars - if I should say to Congress , •cut off 
the 372, but give me 300 million dollars to use 
at my discretion through the food tickets for food 
and cotton'?" He said, "Would you preaa t1e on the 
t ax moneyT" I said, "No, Mr . President, I wouldn ' t.• 

He said, "Well, I'll see 
come over th is afternoon 
put that across," Seef 
out, don ' t you (Hanes)? 

- I'll havo you nnd Henry 
and we '11 see 1r we can't · 
I think i t would be a swell 

You mean 1n l i eu or •••• 

In lieu of pari ty payments. 

In lieu of parity payments. 

And i n lieu of export subsidy and everything - 300 
million at the discretion of the President to be 
uaed through the steep plan for foods and cotton 
textiles. 

That 's just the right maximum amount,t~:c::::i:e 
law requirdes that 0~!m25s~o~~~tw~ld l eave just 
be expende on one • 1 f d plan 
enough for textiles on tho aurp ua . oo • 

Wouldn't you (Hanes) sign on thatf 

Yos . Is that a dir ect roliie{~~anj~td~~~ 
out of di.r ect reli ef, or s 
to the farm pr ogram? 

Chargeabl e to the farm program. 

that come 
chargeable 

·. 

... 
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Yo a. 

No, th1a would be chargeable to tho agricultural 
program, 1n place of parity payment a , 1n place of 
subsidy. I don ' t know bow you'd react , but I'd 
say I'd take it . 

Yea. 

270 

Now, I didn't ask 111m, but I take it be must have 
thrown out several b1nta on tuee - not aerioualy -
I auppoae they went up on the Hill and talked about 
it, but he d1dn 1 t talk to me about any other taxes . 

What I was referrLn& to was that 1n today's T~es 
Catledge said he bad sooe brand new i deas. 

If be had them, he didn 1 t mention them. 

Don ' t you (Poley} thinl< tl».t would be quite an outT 

Yes , sounds good to me. 

Be really could do something then. I think it would 
be great stuff, I'd t~ke it . I wouldn't ask for 
any more taxes, wou ld you (Hanea}t 

I wwldn't ask for anything to do with taxes rigllt 
now. We ' ve got enough trouble as it ia. 

A1l rigbt. Harry, you'd better •••• 

I need that , 1n order to put the chan8• 1n the ori­
ginal. 

Whatf 

I'll need that 1n order to change the original. 

The original? I have the original. 
k an 't make a whole new set of 

No , thatl ' s 1thet'~oo We~ll uae some of the memoranda; 
origin& s n ~•· 
it's basic material . 

' 
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You mean you want to get up one ror the Preaidentf 

Yea , that's what I thought you wo.nted, 

Yea , but you'll remanufacture this - both as of 
yesterday. 

Yes. I had a duplicate or that , 

t~t are they l aughing atT 

Oh, I k.i dded him Jesterday. I enid he is so econoai­
cal, he won 1 t buy any or these black-board things -
I aaJ he'll stick for 25 billion dollars inside, but 
Jeaterday when I asked him, he onlJ had one cover , 
I sai d he takes care or 25 billion dollars and he 
didn't have an extra cover. That's what we were 
kidding hi m about yesterday. 

I feel pretty good on this . Do you think that would 
go ove r well, George? 

I think . ..• 

I mell.ll you've got to make a trade. Vle ' re not going 
to get any new taxes . And ins tead of parity paymonts , 
have this all go through these tickets. 

I think i t's all right . Puttina a processing tax on 
to aet the money for du=ping it is hitting tbe 
American consumer two ways. You're raising his 

prlces • ••• 

Deatroying·the world market. 

can•t defend it. 

What have you (Foley) gotf 

I have this Italian countervailing duty memorandum. 

Yea . 

memornnd .. _ from Johnoon saying that 
And another -· 
Feia called him and •••• 

Regraded Unclassified



H.Y. Jr: 

?ole)': 

B.I4. Jr: 

?ol e)' : 

!leR: 

Fol ey: 

llcR: 

H.M.Jr : 

Foley: 

3. !i. Jr: 

Foley: 

H.tl .Jr: 

Foley: 

ll .U.Jr: 

Foley: 

272 

- 7 -

Well, I'll aee you- beeauGo I don't wo.nt to do it _ 
will you put· him down tor 4:00 o ' clock, please? 

1'/ha t tillle , 4: OOY 

4:00 o'clock, 

All right . 

I have three or four memos hero tor your general 
information. One is on that bid tor tho cement tor 
the Shaata Dal:1 out in Cal1torn1a, 'l'hat 1 s all gone 
through and it 1 s been cleared over at tbe Cocptrollor 
General and with tho I.e.bor Department. Everything 
1a tine . You said you didn't want to lmcnr an~ 
about it until everything wae dono. 

You got a complete memorandum tro~ Barry Collins, 
giving the whole history, which I gave to Roll the 
day before yesterday, told her to give you wben 
you were available. 

It's a good thing. 

Yea, they did a good job. 

Thia ia - it's a million and a half •••• 

The Permanento Corporation got it. 

They di d get it! 

Permanente. 

They did get i t! 
d a half low on all the eemen~ 

The)' were a m1.llion anand t turnish the cement tor 
to build a new plant, o 
the new dam. 

Tboy got the bid. 
They got the bid. Cleared it with the Labor Department 
and the Comptroller General . 

I k took the initiative 
The beauty of it is that 0 0 8 and it was cleared 
1n insisting the)' ge t tho bid, 
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with the Comptroller General and with the Depar~nt 
or Labor - V/alsh-Beal7 Act - eo the raco!llllendation 
oame from all the agencies that were involved ror 
these people gett i ng it. The Treasury just followed 
the recommendations or those people . 

Grand. 

Vlill 70u hold this thing? 

Those figures that 70u (Haas) are tryine to get for 
me on a county basis - Lubin says he baa all of that 
due to the r:alsh- Bealy stuff - ever,.th1ng current. ' 
He can show you where every dollar is being spent. 

Haas : Tiell , she's got that , I th1nlc , but there ' s one probleo 

H.&. . Jr: 

Haas : 

R.t: . Jr: 

!laas : 

B.u. Jr: 

Haas: 

Poley: 

She sent me a memorandum that they had nothins since 
last October, and Lubin sa7a that she isn't going to 
the right place, that i f she comes to his office, he 
bas it on a month- to-month basis, never mor e than a 
month behind. 

Is that sot I told her to go there . 

There's one other problem that cnme up in connection 
with tbat. I intended to mention it when i t came m,­
turn. She said that the State and local di stricts 
by counties - doesn't think it's evailable anywhere 
here ; probably have to go ~o. New York. 

Well , get the Federal th:ns firat . 

Firat. And 70u want to see it before she goes at the 
other. 
Yes . But he says i f abe comes over to Lubin's off ice, 
he bas it current. 

That ' s fine . I told her that's where i t was. 

VIe won the British-American Tobacco ease in the Circuit 
Court of Appeals in New York. In 19~~ we t ook six 
and a half million dollars in gold from Ameri can­
British Tobacco, and we paid them twenty dollars 
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. 
• 

sixty- seven cents an ounce . They claimed they 
were entitled to thirt y- f i ve dollars an ounce. 

Wasn ' t Campton at torney for that? 

I don ' t remember whether Campton was counsel i n 
the f i rst instance . Dean Acheson r epresented the 
Federal Reser ve Bank for ua , and i t's a unanimous 
opinion. They dismissed the suit and t hey hel d 
that the regulations and the Executive Order were 
vali d . 

Good. 

274 

And we also won another case 1n New York . They . 
tried to mandamus t he Federal Reserve Bank of New York 
to fix a dirfer ent exchange rate for the nilreis in 
connection with import s , and Judge Rosenman dismissed 
tho action and bald that the State courts bad no 
power to mandruitus an agency of the Federal Government. 

And here ' s a memorandum on the bearings on the Mead ' 
bill yesterday. Brown of Chicago, and two or three 
other representatives •••• 

And will you bring this baclt at 4:00 o 1 cl ock pl ease. 

Ed, would you mind telling the Secretary about that 
request from the ~ellen Galle ries? 

Yea , I have that here. Shepard wrote a letter to you 
which John turned over to me last Saturday mornl.ng, 
I think, aaking whether gifts to or tor the use of 
the llational Ge.ller;r of Art were subject to ?ederal 
gift taxes. I have an opinion here which holds that 
they are not subject to the gift taxes , because t he 
Gallery is a chari table or educational trust . This 
memorandum indicates the l egal basis for t he ruling, 
John, but the ruling actually baa to be issued by 
the Commissioner . Now, I think it is safe enough 
to advise Finley on the basio of this ruling. Th¢ 
actua l ruli ng will have to be prepared over 1n the 
Bureau and sent to Finley. 

No• I asked Phil >lenchel to clear that 1f1 th the 
man ' in the Commi ssioner ' s office that handles these 
rulings for hillt• They o.lnys go along on l egal 
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matters with the reaeon1ng for these rulings that 
the l egal divi s i on over thoro gives , but they 
actually have to put them out; we don't put them 
out . And here is this • •• • 

275 

Tho reason Dave Finley asl:od me to set this throug)l. 
and quickly is because they're about to ge t a very 
handsome gift, and he just wants to be sure 1t is 
not sub ject to •• • • 

Ia i t all rightY 

Yes , sir. 

V.bat do I doY 

I don 1 t t h ink you do anything. I think John wanted 
1t discussed in front of you f or your info~tion. 

I just bring 1t to you because I ' m aure some other -
we are hoping - confi dentially, we are hoping we're 
going to get the \ lidenor Collection given to the 
Gallery. This is not tho co.se involved bore . The 
man thnt •s involved in t his case is going to be 
elected a trustee on July l and they are just 
arucious to get this ruling in hand ·so the t they can 
assure him that the t hing is not taxable , 

It 1 a all right. 

It ' s all right. With your permission we will today 
tell David Finley that the Treasury Department has 
ruled on i t and that a formal clearance or closing 
agreement , whatever we call it •• • • 

It's a ruling. 

rlho. t else Y 

VIe might check ovor there before you call Finley -
I mean you mif~t call this man in the suroau, just 
to make sure Fhil bee cloared it with him and be' a 
1n agreement, so there won't be any bitch. 

I was waiting tor you to give mo the clearance 
before I called him· 

... 
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All right . 

Tho;y continued the hearings ;yeaterda;r on the Schenck 

matter over in the Department of Justi ce, a.nd the;r 
aetwall;r had the people in ;reeterda;y - Schenck and 

Zanuok and Getz were there , and Kades. The Attorne7 
General had a private confe1•ence with Jim Morris and 

the taxpa;yers first , and then cnme out , and tho lawyers 

wore preoont and he sta7ed onl;r a couple minutes after 

be came out; he aaid he bad to catch a train to go 

up to Philadelphia to make R speech. The7 didn' t 
finish, and they ' re going on again over there this 
morning at half past 10:00. Not very much wao developed 

Tho Attorney General otated that tho purpose o f the 
conference was to aff ord tho taxpa;yers an opportunit7 

to tell their stories, and that they wanted to ascer­
tain all the facts . If the facta didn't Juatity and 

warrant a criminal proceeding, they wouldn't bring a 
criminal proceeding, they would only bring a civil 

proceeding. AN1 that that waa the purpose for which 

they were brought in. 

Harlan W.ller has a little cartoon - did JOU see it? -

.... 
No, sir • 

• • • • in his column this morning, a picture of the 
Attorney General and J . Edgar Hoover, and it aaya 
"AttorneJ General and J . Edgar Hoover find an airplane 

can get them to the door of any Grand Jury room in 

time to have their picture taken." 

Oh no. 

Which 1a prett;r good, pretty near the truth. SOIIl8-
t1mes those little things - it's just a little cartoon, 

and three lines, that's all . 

That 1 a wonderful, 

That amendmont that na made • • • • 

You knOW what they're calline h1m now. 
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\\'hot 

f'rt.nk - "just a boy acout," 

I see . I don ' t think that's what Homer CUmmings 
calla him, but •• •• 

They were supposed to have had lunch •• •• 

He called him - well • ••• 

• •• • on the Annenberg case. 

I aaw that too. 

You wanted =e to get tho language or the amendment 
tor rural housing that was me.do to the United 
Ste.t es Housing Authorit7 bill. 

Yea . Ue 111 l et that ride - I mean if JOU don't ­
i f we don' t have t i me - I think wo 'll have time 
between 11:00 and 1 2: 00 when these others are hero , 
you oee . 

Yea , air. 
There is one - there is e. l etter her e to Tbomaa on 
tho Sokol matter. 

4:00 o'clock. 

It ougbt to be signed today, I think· 

4t00 o ' clock. 
It ' a just a sott- soapiJla letter t elling h1m that 
we're awfully good· ··· 

• 
It ' a all right• 

, 

•• • • and that we ' ve dono everything we can for h im, 
but we won't give him a damn thing. 
I f Mac says 1t ' s soft-aoap, it'a aott-soap. (Si gna 

l etter). 
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These fellows you know h t United Stat ' and ' w 0 ravel all over the 06 p i ck tho beat golf courses •• • • 

This is to the Chai rmo.n • • • • 

Wonderful gol f course out thoro , 

Yo~i:ok~etter this spring than I 've seen you look 
anJ• e years . Now, j ust keep 1t up. 

I a that all right till 4 :00? Can you last till 4 :00! 

I can last t ill 4 : 00 on this . 

o. K. . 

George! 

I have nothing this morning. 

And the automobile index i s up! 

Automobile index up 2 , 4 this week. St ill got el ec­
tric power to hear f rom. It looks to be definitel y 
up. 

Qui te remarkable. 

I was vis i ting over the week-end 1n the be%e of 
the General Counsel of the neatingbouse Company. 

Yes . 

• 

He tol d me they had had the biggest 1110nth 1n 
Viestinghouse history but one that they had ever bad, 
and very much better than any within the last five or 
s ix years . 
Key Pittman told me yesterday a t lunch that from 
now and on be and I are political enemies. And you 
( Foley) might get thie to Wagner, that on llonday 
be, Key - between now and Uonday he ' s going to call 
a meeting of the silve r SenAtors end see i f he can 
go t enough strengt h together to put on an amendment 
on t he stabilization fund bill f ixing the price of 
domestic silver at aeventy-aeven pl us . Now, I'm 
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personal ly t i ckled to death. I didn ' t say a word 
to him. I hope he does it , and I ' m willine to gi ve 
odds that he gets licked, which ! think would be 
ewell. 

He ' s just - it might very well result in thei r elimi­
nating that unlimited coinage of silver clause from 
that bill. That ' s just about what he 'll get if be's 
not careful. 

He ' s got Townsend, you know, to take care or. Town­
send is trying to repeal the Silver Purchase Act and 
alao the clause for the unlimited coinage of silver. 

If he starts something • ••• 

Be 'a got 
hia own. 
he'll be 

to l i ck that motion o.nd he • s got to carry 
! suppose if he gets l i cked on his own, 

all right on the r est of the bill , won't beT 

Wel l , be vton't go along with me on the bill unless I 
promise him the seventy-seven cents, and ! 1m just not 
going to deal with him. I'm juot willing to rest on ' 
the good sense of the majority of ~he senate , that 
theyTre not going to do such a thing. But you might 
pass it along to ~;agner . 

! will. What I was wondering was whether he'd be 
content to r est i t there or he ' d try to take it out 
on you on the continuation ot the power to revalue. 

Well •• •• 
He W.ght lose his whole b1ll there, not get anything 
tor domestic silver. You know, the whole price of 
ailvor .. . . 
Well if he's going to hold out on us and the Presi­
dent ' will back me up , why, I 111 - this 1s, of cOlT se, 
strictly - I'll cut the price of domestic silver. 
I'll put it down to fifty cents. If he wants to 
start monkeying with a buzz saw, o . K. , I'll put the 
domestic pri ce down to fifty cents on the firs~ o~ 
Jul if they don't paee the bill. The thing o o 
1s {~drop it a cent a day until he comes acrose . 
That would be the thing: drop it a cent a day. 
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Foley: 

l{ ,IJ , Jr : 

Foley: 

l!. t . Jr: 

Fo ley: 

H. !.l . Jr: 

Gaston: 

B .~. Jr : 

!.!cR: 

H. t.! . Jr: 

Caston: 

- lS -

Yeo . 

I ' d drop the price e cent e dey until be passed 
the bill on us. 

28U 

I feol quite badly that tbey didn ' t bring that up 
thi& week . You know, the Senate had to adjourn 
because they had nothing to do . They ere not 1n 
session today. They adjourned yesterday until 
tomorrow because they had no work. And l'lagner had 
that stuff aLl ready; be could have brought it up. 

I guess i t ' s this sil ver busineae . 1 guess Pi ttman 
told him to g i ve tuL~ a ebance to see •••• 

He sai d be had sa.e kind of an arrangement with 
Thomas and some kind of an arrangement with Bank­
head, and Gl ,ass asked him to bold up. I don't see 
why. I mean Bi ftle tola me he could take care of 
Bankhead 81ld he could take care of Thomes with 
pairs . 

(On phone) Harold Gravoo . 

No , if he wants to start monkeying on this s ilver 
thing, I ' d love t o have a fight . 1 mean I ' m not 
going t o pick i t , I'm not going to start anything, 
but if be wants to have a fight on silver he 'll be 
surprised, because the President and myse l f have 
got all the cards and be ' a got none . 

Even u p t here on the Hill he ' a Just tickllns a bunch 
of dynamite when be starts that . 

1t he wants to play poker, I 'll play. 

Ei ght y percent opposi tion. 
I'm not nervous about it. 1 mean if they pass it 
on - what ' s the last day - peas it on FridaY the 
3rd. 
Mi ght be a good i dea to l et him cause an explosion 
and cl ean this thing up . 

... 
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(On phone) Hello. (Conversation with S.rold Oravea 
tollowat) 

• .. 
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rt .,., : Hello. 

:--erlltOr: wr . Gr a ves • 

.• .:r: Hello. 
~ rold 
r•vea : Hello, l!r . Hor genthau. 

·:::r: llell ... . . . 

G: GJ•avee epeald.ng. 

·~ .:r : Ye& , Harold. 

June 14, 1339 
11:25 a.m. 

282 

<i: Since your call •·e have talked w1 th Loa Angeles about thla 
Dietri ch case . 

. Jr: Yeah. 

C: And 11e 1'ind t hat t he lawyer for !!iss Dietrich e nd her 
husband ••.•. 

. .,.Jr: Yoah . 

~ : ••.•. • • has been pro~1 sin6 tor ronny months to f urnieh infor­
mation showing how muoh H1Bo Dietrich ' s earnings in England 
were during t he years •36 and ' 37 · 

. r : Yeah. 

E:'Jr: 

" · ~ . 

. ' r: 

C: 

" Jr: 

And in spite or the :!'act t hat repeated prooises t o furnish 
thia info~ation bad been ~ade • ....•• 

Yeah • 

• •••.•• one o:r which wae that it would be furnished a week 

ago. • • • .. 

Yeoh • 

• • , , , • t he information was never furnished. 

I eee. 
And t herefore t he __ the t ax vas set up agains t the two on 
the baoia o1' the contract ot employment at an estinnted 
tlgure. 

:r: Yeah . 
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m:Jr: 

G: 

!!I!Jr: 

G: 

G: 

P.!!Jr: 
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Now, the information that our people at Los Angeles have 
U t hat !Usa Dietrich is investing her earnings tn a -- 1n 
an Iele or !~an holdlng -- personal holding corporation. 

I see. 

It seems to be a straight oaee or an attempted evasion or 
our tnx. 

Ub-huh. 

And under the circumstances I t h ink t here's -- there's no 
question or t he propriety ••...• 

Oh, no • 

•••.•• or What we have done. 

Well , ln the words or the vernacular, "Give her the works•. 

G: Yes . Well, I t hought you would say that. 

l:·!Jr: 

G: 

H:!!Jr: 

t' : 

El-!Jr: 

0 : 

P.!!Jr: 

G: 

P.!:Jr: 

0: 

h1!Jr: 

All right. 

Now, she has a lready been advised by the Collector of New 
York or her right under the law to file a bond •• • . .• 

Yellh • 
••.•.• in the amount-- abe's been notiried or the amount . 

Yeah. • So I th i nk we're perfectly in the olear on the case. 

Absolutely. I-- I wouldn't-- ir it's a case like t hat , 
I 11ean - - yeah. As I -- Just -- as I say, treat 1t the 
way you are. 

Yes, sir. 

I -- I'd give her t he works. 

~'hank you very tnuch. 

And 1r she oalle me up again I won't t alk to her. 

G: Fine 1 o . K. , tnank you very 111\lOh. Good bye · 
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H. ~ .Jr: 
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Gaston: 

B.K. Jr: 
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So tba t 1 a the ••7 JOU take caro or 70ur aon 1 a 
trienda, 

11hatt 

Tba t 1 a the wa7 70u take care or 7our a on 1 s triende , 

I said to Ed, "Hold tight.• 

11batt 

"Bold tight. • 

lire. not& eaJ.d I told them, "Let the chlppiea 
tall wbere the7 m&J. " Have to work that on Graves. 

Better make it "ch1pa, • 

Is ever7bod7 hapPJt You got eomethingt 

No, not a th1ng. 

HerbertT 

No, 

Are 7ou (Hanes) going to e1t in on th1e F1acal and 
llonetar,. ttdng and help me apeDd a l1t~le aone7f 
Well, we wJ.ll now adjourn to Fiscal and ~star,.. 

284 
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TREASURY DEPARTMENT 

WASHIHGlQH 

CO!O'J!IIIQI II m IICI!I!m'l OJ'liQJ AT 

2rt§ p.e .. JVD lt. UjJ9 

.. 

!hoM preMllt bee14et the S.cre~ w.re S.cre~ 1fallace, 

J)J.rector of the lhld.pt loith, Coloul lluhe~. leo\\, alto of the 

,..,.pt. ad llr. Be 11. 

ID accor4allce with the Preei4eDt1 e rtqQeet the S.cre~ of 

the !Te"rur:r &A4 Director S.Uh collfer,..cl with S.cretU7 1fallace con­

c:.rDiDC the Pru14ellt 1 • ._,Uo11 tut ,. coapr .. ile with the J.criculture 

bloc oa the hill ooncer11ecl with the •oWih ooDt .. illocl in the AQicultural 

bill o ... r ad abon the ~t uta..tu b;r ~e1~~e to ~ the 

•113,990,990 oollt&iucl 111 the bill for cl1etr1b~t1on of ourpl111 tooele 

t o $210,990,990, *lob, topther with the .,. of $90,990,990 ..Ueeq la 

the bill, woul4 ulce $309,990,990 ..a.iable for thh purpo•, 011t o f 

which the Pr111...,t ooat..,late4 takiac care DOt oDl;r of the cl!e\riw­

Uon of rurplu foocl bllt of - of the ourplue ootton b7 cli etribliUac 

COUOD c<>ob, !lie S.oretU7 &A4 llr. S.i tb aleo t oltl llr. 1faJ.laoe of 

tbe Pr.,.i4ellt'• ._.uoa that wo elia1D&te the parlt:r P"'F"~Dh 

uouauac t o $235,990,990,~1~ ·- of the other •1-U..UOu 

'I 

1 tnt n ob •• J'ara feD&IIO)', 11114 that the Pree14eat 414 DOt ...,t M7 

export nbe14;r of cq 11:1114 •• tt Wftl4 !.nterfe,.. with the operatloa 

of S.Ore~ lloall'• tracle .,, ....... h . 

!he leclretuT ezpl&iaecl 11ow thil wbole •tter U4 coae to 

285 
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bo 41..,.. .. •4 a\ \lie 1101"1li .. ooat- u4 \M\ aa\ lie -. - tellt .. 

locroW7 W.U.OO-. real)J' \lie Pnat ... \ 1 o ..._.uoa. • -.u u.. 

Proo14oo\ aolaot Ilia "' &1-o \M .. u ... 'O'l~ h1a .- .,.._ • ..._ U.\ 

\b. \broo of ~ (leoro\ar7 •"-· leoro\a17 llorcoa\..., .- Dlreotor 

S.l\1>) tlooa f#' \o \be Capt \ol u4 41 ..,.,, 1t 'O'l \1> •aawro IM)t,oo4 u4 

~u.~ .. u. 

leoro\ar7 wan- oat4 "-' \loll pi'OJIOIDl &14 DO\ _, '" 

dhat1oll a\ all 11114 ~t lie ftl qal\e nrprloo4 a\ \loo Proo14oa\'o 

oUU\141 oa \lie export n'beiq •• loo laa4 ann 'boon ney nell tacllno4 

\owr4o \loto expon nltotq 'ba\ lot \~\ \lie Prod4oa\ u4 Ill'. llorconllaa 

ftro 'bo\1> ta fanr of 1\ u4 lie laa4 ... ou\ of Iota..., \o a4noa\o 1\ 

tor \loo\ roaooa. I\ -4 \lie\ be ftl DOW 011\ 011 a lta'b, a. aloo •14 

\loot u.. parl\:r ,_,..... .. ....u _, • parUcnalar p11aoo ot tlot ecrtoal'-1 

probU. u4 ....U t . ..U•te w U.. fanoro \lie\ \lie Proo14oo\ -. aUU 

tlooir trtou, aar- u.. otlotr propooal wwl4 41ft at to)J' la4toato \be\ 

loa I>D4 a1Nu1Uao4 \loa •Ure)J' • 

.&.t\or - .. -···- 1\ ... 4oat4a4 \lie\ \lle:r olwN14 MOk 

aa appota'-ea' 'O'l~ \be •••or• ~riouo)J' .. auoaot. !Ilia wa arrDIItll4 

oo tloa\ \loo:r oou14 _, 111 •aa\or Bu)t,oa41 a office at fl30 P ••• 

• 

0 
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TREASURY DEPARTMENT 

WASHINGTON 

QOIIJ'IIRIJICI I I SIM!OR J!A1ft7!'!.!.P1 S OJ'J'ICI 

AT <lt30 p.• .. Jl/VI 14. 1939 

Tbooo prooent beoideo Senat or !&Akbea4 wore Senator Bnooell, 

Soeret&r7 'fallaeo, S.crot&r'7 llorpntbau, D1roctor S.Hh and llr, Bell. 

!be S.cret&r'7 atarted tbe d1acuaaion b7 aql.nc tbet the 

utter of t ho uounte contained in t ho J.qiculture appr opriation 

bill onr and abon the Bud&et eatiaah bad coee up 1D a conference 

tbh aorni~>c at tbe 'fbi te Rouee and the Pr11ident bad OU«ce•ted tbet 

tho two Secretarill and Director Sloith confer with tho two S.netoro 

287 

tO 100 Whether there COuld DOt be 1Gm8 acr'ooment reached thrOU&i> a 

comprord ae. Re banded Senatoro Bankhead and Ruaaell a cop7 of a atate­

aont which bad heal> prepared to abow t he effect of the Preaida~>t' • 

aucceatiOI>I 010 tho ..riouo it ... contained in tbe bill. 

Senator Jankl>ead tool< one look at the atat-nt and aaid t hat 

ho could not at all acre• with u . It wee qui te apparent that he wee 

!Ull7 appriaed of tba Pr11iclent' a auc«UtiOD before the conterance •• 

it dicl not require aD:f o\UQ on hh part t O craep t hO aipi!iC&DCO of 

thoao """"tiona. Re &Del Senator Bn11oll both aaid tho7 could not I!> 

alone w1 th tho Pr11ldont • 1 euueoUono and oo tar •• tho7 wore concor .. d 

they would ban to 1t and pat on tho Senate bill, cet tine whatenr the:r 

could out of conference for tbe particular ito••· It the Preoidnt 

Yo\oed H t hat wao hie rooponoibili\7 and not tbairo. 

• 
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l eor e\CT llorpa\Ma eal4 U..\ U..\ ae U..\ all \M\ .-14 

be • - u be ae 80ft er leN a ... _..... W, ea4 u lle4 lell....re4 

hll .. ,..,. u4 W'Ol4 report \o \be Preel._\ \be renl\ of \lie --

288 
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MEETING OP FISCAL AND KOHBTARY 
A.PVISOR¥ BOARD 

.rune 14, 1939. 
11: 35 A. II. 

Prenent: 

li . t! .Jr: 

\\bite: 

H.M. Jr: 

White : 

P. . ll. Jr: 

T.hi te: 

H.IJ . Jr: 

fihite 1 

Kr. Bcclea 
Mr. Delano 
Kr. Sm1th 
Kr. Hanes 
Kr. Foley 
Kr. Gaaton 
14r. Haaa 
14r. Wh1.te 
Kr. Du1'field 
14r. Currie 

Do I band this to the President! 

I ' ll have to call your attention to some chaDges 
that we made wblch were neceeaitated by revamping 
of the method of handling the funds. Do you want 
to go to the first chsnge or do you want to take 
them one by one! 

Well , 1a there anything 1n l? 

No. 

Anything 1n 27 

2 i s as I think you want it. 

Kay I read i t a minute. (Reads sil ently) . 

3! 

!low, 3 raised this problem. You wanted them to 
borrow the money on this self-liquidating basis, 
but they had planned t his expenditure for next 
year or soon thereafter and had hoped in the ruture 
to ge t additional appropr i ations. Therefore , it 
waa - 1n order to meet that requi rement , in tha 
laat line we aai d ~borrow up to an addit!onal 
500 m1lli on 1n the tiacal year 1940 for sel f ­
liquidating projects during that year , " without 
eaying anything about what would be done 1n sub­
sequent yeara . In other words , th1e ia a one-year 
program - year and a half pr ogram • 

. . 
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1'/hl.te: 

Eeclea: 

\\'bite: 

::cclce : 

Wh1 te : 

Eeclee: 

iihite: 

Delano I 

Poley: 

- 2 -

Well , this ia where you were going to set up a 
corporation and issue debentures. 

29u 

That's right. But i f you gave them only a maxi­
mUM borrowing capacity, then what would they have 
for the year following? So we l eft it indeter ­
minate, that ' s all, ao that it doesn't specify 
whether they have that maximuc borrowing capacity 
or not. But they could borrow neT.t year for 
projects during that year. 

\'/ell, except that any program that would go to 
Congress - they are certainly not going to leave 
the gate wide open. 

No. Well, I thought that later you could set a 
~. which you didn't here. 

Yea . In other words , the only change in the pro­
gram is that you l eave the maximum off. 

Yea , or specify that they can borrow 500 million 
for projects for next year , without saying they 
can borro>1 any more for subsequent years. The 
way this program is , it would end at the end of 
next year and the borrowing capacity would end 
at t he end of next year. 

. . 
I wouldn't have done it that way. 

No, I think that's bad, because if you merely set 
up a corporation and give thea a l1m1 t to which 
they can issue guaranteed debentures - a billion 
dollars or whatever the amount is - then they can 
a pend wba tever t hey are able to , but the minute · 
you l~t i t , say they ' re goi ng to spend 500 million 
in one year , Congress may say, "Well, that ' s too 
much 1n one 7ear." 

Vlell , that •a what the program called for. 

We ' ve got to assume something if we are going to 
make a.n estimate. 
Why not make i t entirely independent of what funds 
they have for present expendi ture and make this 
an add1 tional programt 
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Eccles I 

Fol ey I 

White: 

11 . tt .Jr: 

Tillite : 

H. II! . Jr: 

Whi te : 

Foley: 

H.ll . Jr: 

Fol ey: 

f'hite: 

Fol ey: 

Whi to : 

Fol ey: 

Foley: 

\lh i t os 

• • ) • 

- 3 -

That ' 11 right. 

Ad<Utional to tho amount that is available for 
expenditure at tho present time. 

291 

This is made that way, but it incl udes eelf- liqui­
dating projects which were in thoir original pro­
gram. That ' s why we have the addition of 500 million. 
It ' s so specified. That's the way it ia. But the 
poi.nt whioh they're raising 1& t hat at the end of 
a year this comes to an end, t ho way i t 'o stated 
now. 

We can explain it. 

We have time t o change any of theao t hings . 

'1'1e 1re due over there at 12:05 . 

All right . 

You won ' t be able to change it , Harry. 

Vlell , t his isn't a last thing . This is another 
preview. It isn 't a l ast •• • • 

I don't underst and 4 , Yr . Secr etary, t he way it's 
stated, 

l~t isn't c learf 

Well , the rural electric authority has a ten- year 
program at t ho present time. 

That ' s right. 

r.hich amounts to 400 million dol lars. 

That • s right. 

• 

Now each year for ten years t hey get 40 m1l,lion 
doliars . l~t we're proposing here i s a corporation 
with capi tal which rlll be blown up five times 1n 
t he way of debentures. 

Ten times - 500 million dollars. We've changed it. 
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lbite: 

Foley: 

Ylh1te: 

Foley: 

l'hite: 

Foley: 

White: 

Eccles: 

Foley: 

White: 

Foley: 

Wbite: 

H.X. Jr : 

Eccles: 

• 
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Oh, you changed i t . I thou&bt it was five . 

They in!ormed ua of their ten-yoar program 80 we 
bad to make the sum a little greater than ~t they 
were going to have authorized. 

Well ••.. 

That makes it 500 million. 

You could do it that way or you coul d do i t by 
making the corporation and the now pro£:ram 
entirely separate from their t en- year program, 
because otherwise you'd be cutting down • • •• 

Yes , that's why i t was altered. 

• • • • on the program they bad at the present t ime, 
and you ' d meet with resistance from t hem. 

This is entirely sat~sfsctory to the=· I cell ed 
them up. This 1& 'What - they'd very much l ike 
to have the 500 million dollar borrowing capacity 
for the next tan years . 

Not sayi ng When t hey were going to spend i t . 

That • a 1n lieu or the ten-year progJ"am. 

That ' s right. It will taka them ten years to 
spend it . 

I under stand it now. You changed it fro= the five 
to the ten in order to make it an over-all figure, 
to make i t more attractive to them than the present 
ten- year program. 

Tba t' s rigllt . 

That ' s the way I think 3 should be set up. 

That's what I tbink. I think 3 ia the same way, 
without any amount - just put the lilllit to the 
amount ot the debentures , but have a sufficient 

amount • • •• 
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Ylhi t e: 

H.LI .Jr: 

Delano: 
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Delano: 
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DelJUlOI 

B. I!, Jr : 
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'llhite: 

H.loi ,Jrs 

l'lhlto: 
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so that it .. .. 

•• • • it ' e over-a1l and the7 can apend it aa raat ae 
the7 can. 

That's tbe wa7 it should be, but I didn't know what 
sort of an over-all rigure you cou1d put in there 
that didn' t look tremendoua . 

"5. Federal Toll Authority - eelf-l1qu1da.ting. • 

1 thought we were talklns about :5. f/ere JOU talkin .. 
about 4t . .., 

We jUIIIped to 4 . 

Oh, I aee . 

I've got some more information •••• 

Excuse me - have you got some question 
anot 

llo. 

Some question on 47 llbatt 

llo , 1 didn't . 4 ia all right rltb me. 

1 juat got aome more information trOI!l the Bureau of 
Roads . The7 have been trying to check up on this 
5 and the7 are skeptical about a :5 billion program. 
So What we have here is that it would be a billion 
program tor tour yeare . And they are a little bit 
dubioua about even the 300 million, but tbat'e 
within the :r.alm of reason. You can alter it later. 
Tbe7're •king a t1eld aurve)', hope to have the 
t1nal figures read)' rltbln a week aa to wbnt tbe7 
can do. The7 have 21 projeota a1read7 lined up. 
TbeJ're 70 percent self- liquidating. 

Are tbe7 1n hare - tbe 11att 

Some of them, but not all of them. TbeJ're getting 
them. But thia road memorandum ahould not be re­
garded as definitive or final, baoause the)' are 
doing much more work on it. 
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H.I!. Jr: 

ruu: 

n.u.Jr: 
White: 

U. J.l. Jr: 

H. II . Jr: 

!:cclea : 

Foley: 

Eccles : 

Foley: 

Eccles: 

Foley: 

Ecole a: 

Poley: 

- 6 -

"Extenaion ••• • " 

Any quest1onat 

'l'hat' a the same as 1t was. 

6 is the same aa before. 

Thst 1 s rigbt. 

n 
Well , 1n 7 we tried to incorporate what your 
t hought waa there. 

294 

{Arter reading silently) Well , that 1 a just exactly 
the way I wanted 1t. 

I don' t know what 7 1s. 

You don ' t know what 7 1st 

No. 

Well , 1n the Glasa-Steagall bill, the RFC was given 
power to buy public secur1t1ea. At the present 
time t hey are not exerc1s1ng that po11er. In order 
to provide oo=e inducement tor muni cipalities to 
build ael t - t1nanc1ng projects at the present time 
instead of deferr1.ng them to some later t1me , a 
lower rate of interest than 1a normally chArged 
by RFC could be offered to these mun1c1pal1ties 
for a certain time . Projects that woul d be started 
before the f irst of January, 1940, for instance. 

Ar e t her e anyt 

The obligations that the RFC would purchase for 
such financina would bear 2t percent or 2 or some 
such rate of interest. That would be attractive 
to the mun1c1pa l1t1ea. 

Are there any auch projects? 

Yes , I think ther e are many of them, Governor. 

' 
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Eccles: 

Foley: 

Eccles : 

Poley: 

Eccles : 

Fol ey: 

Ecole a: 

Foley: 

R. l!. Jrz 

E.cclea : 

Fol ey: 

Ecclea : 

Fol ey: 

Eccles: 

Pol ey: 

H.U. Jr: 

Bocloa : 
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Where a municipality can't borrow in the market 
at 2-lt 
Oh certainly, oh yea . These munici palities can 't 
got anywhere near 2'f, 

Whot 

These municipalities can't get anywher e near 2t 
on these revenue obligations . 

You're talking about revenue bonds , 

Yea , self-f1nanci.ng projects . 

295 

Which are 1n excess of the debt limit of the mun1-
cipal. i t1es . 

Be out side of the debt limit of the municipal1t1ea -
sel f - f i nancing projects, 

Be outside the debt limit? 

Revenue bonds can be outside. 

That f1nenc1ng 1a t he s&lll6 as our guaranteed finan­
cing. It's outside all constitut i onal and statutory 
debt l1lll1ts. 

In other words , i f a ci ty wants to buil d a municipal 
plant wi thout any subsi dy of any kind ••• , · 

, , , ,it could be over its general debt limit . 

That ' e right . 

But i t could borrow on debentures payable solely 
trom income that the projects would produce. 

(Firat portion of sentence spoken While others . 
were talking, words not understood) •••• where too 
ci ties couldn't vote a bond i ssue. 

But t hey d i d it on the basis of a revenue bond. 
In other words they had to depend upon the plant 
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Foley: 

:.oel os : 
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( 
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i tself to pay orr the principal - interest and 
principal, and i t was not a direct obligation 
of the city, as I understand it . 

That ' s right , special obligations entirely out­
side the debt limit . 

If the thing defaulted, they could take the plant 
over, but couldn't get any judtment aeatnst the 
city . 
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For instance, in 1936, ~r. Secretary, 9uffalo e~e 
to the President and said, "i7e ' ve only got five 
million dollars additional borrowing pover within 
our 10 percent constitutional l1m1t , and we've 
got a fifteen mi llion dollar aowoge di sposal plant 
to build here, and we are violating tho treat~ with 
Canada. now, wha t can we doY" 

He sent them over to us and we set up legislation 
which took the sewer deportment of the city rigbt 
out from under t he city management, created an 
authority, authori zed t hi e authority t o i ssue 
obl i gations payable solely trom n seYiage charge . 
And the plant has been constructed, it is now in 
operation, the bonds ore aolling in the open market 
at a premium, and that ' s outside the debt 11m1t. 

Has it been dete~ed whe ther or not those are 
liabilities of the city! 

Yes, tba t went to the Court of Appeals , and the 
Court of Appeals by six to ono in !lew York held 
that those obligations are outside the debt 11m1t, 
not a charge on the taxing power, and not within 
the 10 percent, and were not liabilities of the 
c i ty; they were s pecial obligations payabl e only 
from tho sewage charge. 

Revenue bonds . 

Does tho absence of a figure moan you don ' t t hink 
they'll do anything undor thatf 

No , I have no idea • ••• 
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It 1e awrull.y uncertain ae to -.bat you ' d get tilers , 

He ' d have to sel l that program, but he coul d do 
I think, a consi derable amount i f there wasn't ' 
&01 interference from PWA and WPA in the way of 
outright lump sum grants. 

He'd have to publicize the thing and they'd have 
to be pretty liberal on the ~uestion of passing 
not only on the credit but also on the interest 
ratea. I wouldn' t be very hopetul or just doing .... 

Hie present rate of interest, ,,, 

Ed, excuse me • • • • 

I'm eor17. 

I want to cover this thing - do you mind - I don't • 
want to go over there - I mean 7 is set up the way 
I wanted i t . 

How about 8? 

8 is an attempt again to put down the way you 
wanted this handled, calling attention of the Presi ­
dent to the possibilities and that it could be 
handled e i thor way. 'l'ben in the memorandum thore 
i• a discussion or the merits or both proposals, 
&Dd the desirability. 

You have the memorandumT 

Jo. 

The S.cretary has it. 

It'e 1n there . That ie , it r e rere to a number and 
1n the number there is a a~emorandlllll which Jlr, CUrrie 
prepared on both those ~rojecte. 

Did you put that 1n the large memorandum or the 

d1geatT 

The large memorandum· 
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Now, i s 9 the same aa i t was? 

9 i s ~he same a s it waa , with one 1mpor~ant dif­
ference . l"ie had it before as o.n add1 t ional 150 
~'his di d not 1ncl ude the textilea . That is, th; 
law perml t s now - you could use 50 million more 
on textiles . So ~~ raised that to 200, which 
woul d be 200 additional providin~ they ' d get the 
other hundred, and then that would permit them 
to use 50 ~llion on textil ea, which would be 
Just ~it~ the 25 percent , wh i ch is the lL~ta­
t iOl\ on the objective of funda to be spent .lbr 
any specific comn1odity. So that was upped 50 
D11ll1on there to include textiles. 

r:ell now, the thing that I was - this thing, which 
is an addit ional proposal recommended by - we 've 
been over this thing before , and as I said here , 
any me!llber can take over nnythlng that be wants to , 
but I don't care per sonally to put in the question 
of the n~~-federal projects and the ol d- age security. 
I d on 1 t know - I take it th1a i s your baby, l.!arriner. o. 

Yes , that ' s right • 

So do you •Rant to tako t h is sheet and do <~hat you 
care to about itY I don ' t know how ~r . ~olano and 
Smith reel a bout it . 

Don ' t you want to put 1t 1n tha t pr ogram as a ••• • 

This 1s a - I don 't want to endorse 1t, so I ' d 
rather have you handle 1t personally. 

All r i ght. 

I don ' t want to endorse 1t. 

I thi nk i t will have to be rotYT ,d. 

Maybe somebody e l se does , but I qui te f r ankly don't 

wo.nt it . 

I
' d like the rest of tho stuff that goes 

CUrrie , 
with that . 
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Talco them out or here. Now, aa I sa:r, anJbodJ 
oleo that wante to endorse, tor want of a bettor 
na.ae •• • ·• 

You don ' t endorse thia . I 'll endorse it. You 
don't need to endorse it. It's just a question 
of tho program •••• 

Preeent1~ tho whole. 
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In other words, it's the Committee presenting the 
program. 

Yea, but I go along with this , but I don't want to -
ae a member of the Comlll1ttee, I don't want to pre­
sent that. But as I ear, it's perfectlJ proper 
tor JOU to present it. 

Well, i t 's just a question, do you want to get the t 

whole program tosethert 

Yea, but if I give him t hi s book, then I•m •••• 

You aaJ, "In this book there 1a our program, and 
here is - here it 1a, marked - a.n additional pro­
posal recommended by •• • • • 

Do 70U want to put 1n "bJ Ecoles"t 

'!'bat ' s right . 

Ob, all right. That's all right. 

Then the whole thing 1a together. You don't 
endorse it. 
Then juat put it 1n there b7 name - "by Eccles. • 

I don • t )mow whether you want to - Jlr , Delano, JOU 
want to •••• 
I'll endorse it. It baa not been before our whole 
eo.mittee, but I think that they would endorse it. 

y
11

, 70U would. It's the old- age penaion and the 
DOn-federal •• •. 

Regraded Unclassified



c 

H.M,Jr: 

Smith: 

Scoles : 

S:dth: 

Eccl es: 

Slll1tl . 

2eelea: 

Smith: 

Eccl es: 

H. t! . Jr: 

Eccles: 

300 

- 12 -

How about you, Kr. Smith? Yo t t u wan o ge t •••• 

Well , I ' d like to f rankly bo i n a position of 
giving soma further - having opportunity to give 
aoms 1'urther cooa1dero.t1on to thia program before 
I comment on it. 

You mean the whole progr o.mf 

Yea , I th1nk I am 1n ver y much that position with 
respect to all o f 1t , but more particularl y with 
respect to these suggestions that you are suboi tting 
here. I am inclined to think \.hat something perhaps 
ought to be done with the Federal Public Works, but 
I beve bed no opportunity t o give i t consi deration. 
And 1'urthermore, I am perbepa in a lit t le bit dif­
ferent position than other members of thi s group; 
first , because I am new; os condly, beca use I may be 
asked as Budget Di rector t o do some checking on 
some of these items , and I have had no instructions 
on e.ny of them up till now. 

\'/ell , do I understand, then , t hat this is a program 
that t he three of us approve with the exception of 
the old- age security memorandum and non- federal 
publio works memorandum, which l!r. Delano and I 
only would approve. And you (Smith) • • •• 

No , I - l et me correct you on tbet . I would approve 
with no more or l eas r eservations , 1 think, than 
any other member of this Committee would have 1n 
h1a mind, the entire program, up to ,-our suggestion 
bore . In other words , we can consi der that the 
COI!Il11ttee has a pproved t his program so far as I 

am concerned. 

And as far as these two are concerned, you haven't 
bed a chance to study them, ,-ou are non- committal . 

I would like • • • • 

Tho s ecretary is opposed, and we recommend. 

I am definitely opposed. 

That's What I say. 
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F.MJr: Hello. 

• 

:o1 
June 14, 1939 
10133 a ••• 

Operator: K1ea D1etr1ch. 

HMJr: Hello. 
Marlene 
D1etr1oh: Hello . Mr. Morgenthaut 

J!l.!Jr: 

D: 

RXJr : 

D: 

lll-!Jr: 

D: 

HMJr: 

D: 

HMJr: 

D: 

I!MJr: 

D: 

I!MJr: 

D: 

HMJr: 

How are :yout 

Th1e ia Miaa D1etr1oh . I 1m eo eorr:y to trouble rou, bu' 
I am quite alone here 1n New York and I don't know Wba' 
to do. I wanted to ask :your adv1oe. I have becoae an 
American citizen some da:ya ago. 

I aaw t he t 1n the paper•. 

Oh, I ' m glad to know that - - and all the paat :yeare, rou 
know, I was an allen and ever:y t1me I lert t he countrr I 
had t o have a clearance and had to pa:y s:y inco .. tax 1n 
tull, Which I alwa:ya did, because otherw1ae I couldn' t 
leave t he country. 

Yea. 
... 

And now t hey told me that t hey won ' t let me eai~ tbie 
afternoon because they cl ai m income tax ror 1936 and 1937• 

Oh I 

I have never received a c.laim, or a:r income tax aan, ever 
tor theee :years. • 

Ye a. 

They have never asked ue ror it. 

tlh-huh. 
And I claim that I have paid everything beoauae ot hervlee 
I wouldn 't have been able to leave the oountr :y. 

Ub- huh. 
And alvaye pa14 over a hundred tboueand dollar• 8'f&rJ 
I lett the country. Nov I don• t ltnOW Whet to do. 

Vell, nov th1e •• •• • • 
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I baYtn'\ go \ Cht aont:r to put up a bond. 

~1tt Dlt\rlth, wbtrt are :rou' 

302 

I' • a\ \ he lherr:r- Nethtrland Hotel 1n Ne~ York aa4 the 
ordtr oaat 41reotl:r troa Vaeb1ngt on troa a Mr. Holmes. 

Rol•• •' 

Ora••• · 

Vbot 

D: (At14el Vbo gaYe the order 1n Vaehington' Vbo gaYe the 
order 111 Vuhington') Kr. Ora•u. 

JWr: 

D: 

JWr: 

Dl 

HltJr: 

D: 

I!V Jr: 

D: 

BJ.Jr: 

D: 

l!lt.Jr: 

D: 

m:Jr : 

D: 

}l){Jr: 

D 

l!:!Jr: 

Ob, ,. • • 

Mr. Rarol4 Grana ga.a tbe order and 1t arr1.-e4 here 
lut nl gM. 

Ub-hub. 
Tbt gen\ltatn are bere r1ght now an4 they ha•e tbe or4er e 
to take *J luggage orr the boat. 

Vba\ boat art you ea1l1ng on' 

!'ht Wo.-n41•· 

AD4 wbat uae 4Dea the ea11' 

A\ \bret o' olook. 

Vhtllt 

A\ \bJ'OO o 1 olook. 

Ob, aJ I Vell •••••• 

An4 -- I aean t br.ee o'olook here. 

And you•rt at tbe 8herr:r-Netberland' 

Yet. 
Vell, wba\'t :rour r ooa n1111bert 

MJ rooa nuabtr 18 7-D, l l kt 1n Den•er. 

7-D. 
AD4 are tbt lllooae tax """ there now! 
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What did you say? 

Are t he income tax men t here nov? 

Xes . 

They are there nov? 

Xes . 

Uh-huh. Do you know their n(ll:lea? 

• 
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D: Just a minute . (Talks nside. ) 

(One ot the lncooe tax men cones on t he vire. ) 
Stephen M. 
Rye.n : Hello. 

Hl:Jr: 

R: 

!!!·!Jr: 

R: 

Jl:{Jr: 

Xes . 

•!r . Secretary. 

Xes . 
~/e 1 re deputy collectors ot taxes, oocond d1atr1ct. \te ' re 
here on n Jeopardy aesesemont Wh ich came through !rom 
Hr. Graves a t nine o ' clock laot night. 

Uh-huh. 

R: Instructions - - our instructions are rrom ~lr . Boer e.nd 
Hr . Hcllacara. 

lJ:.:Jr: 

R: 

!!!!Jr: 

R: 

H!{Jr: 

R: 

l!J.:Jr: 

Uh-huh. Hov ouch is t he JeopardY assessment? 

Xas. 

Hov much is it? 

A hundred and torty t housand dollars. -
Oh, dear . . 
It's an assessment against both Miss Dietrich and her 

husband. 
Uh-huh. Well nov, I'll talk to Hr . Graves . I'm not at 
all t~il1ar with t he case, you see? And you stay there. 
I don't knoV whet her I can do anything or not . I don't 
knov a t hing abOUt it, but I'll-- I'll talk to .•.•..•• 
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R: 

;c~Jr: 

R: 

- ~ -

Sherwood is -- in Washington ia aloo interested. 

l.'ho? 

A l·!r . Sherwood -- ~1 . T. Sherwood and Harold Graves. 

Yo e . 
don ' t 
forty 

Vlell , I' l l talk to Harold Or avee and, as I •ay, I 
-- 18 it -- the jeopardy aooeea~ent is a hundred and 
thousand dollars . 

R: That ' s right -- for t he yearo or • 36 and • J7 . 

~:Jr : 

R: 

:::J:-: 

R: 

I!::Jr: 

R: 

:!!'Jr: 

R: 

Uh- huh. ',/ell • ••••• 

Against !!arlene Dietrich and Rudolph Sieber. 

IU.c;h t ! Well , you tell !:iss Dutric.'l I'll apeak to Jl.r. Gre 
and-- and-- but •••... 

I' ll do that , sir. 

And the matter is enti rely in hi& hnnds . I mean , I nevel 
interfere . 

I see . 

But I ' ll have hi m call you one way or t he other . 

I see . 

llow, who -- which -- what is your nlllllo? 

R: lly name is Ryan. Stephen !!. Ryan. 

:::Jr : 

?.. : 

R. : 

:-n.:Jr: 

R: 

!::Jr: 

Ryan. 
I suggest , l!r . Secretary, that 1t he's goln~ t o ?all New 
York he oall t he Custom House directly beoauoe tney have 
our location here and they can advise us . 

lU. hto 1 tlell , you nto.y t here booau~e you -- you' 11 have 
togdo something 1n the next t11enty mi nll t e& 1t' anything 
oan be done . 

We ' ll otay right here . 

Thank you. 

All right, sir. Thank you . 

Good bye. 

... 
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J une 14, 1~39 
10: 37 a . o . 

!!::Jr: I juet had a call rrom J!lea !!arlene Dletrl ch. 
"•rold 
Gr a•ee : Oh, yea. 

~·Jr: And -- who we met in Europe last year . 

G: Yee, air. 
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!!: :Jr : And ehe eayo that -- I moan, she didn ' t, but Stephen Ryan 
go t on t he phone \'lho 1B o.t her apo.rtraent and she 1 s sailing 
at three o'olock . 

G: Yea, e1r. 

i:·Jr : 'i'hat you've got a jeo!)ardY aaaeaament on her ' }6 and ' 37 
tor a hundred and forty t housand. 

G: Yea, air. 

:;Y.J r: 1/h&t 18 tbs.t, Harold? 
G: \/ell , we had a wire late last night t roo the Internal 

Revenue Agent i n Charge at Loa Angelee advis ing or thie 
tax detioiency e.nd adv1Bing aloo t hat theBe people, Hiss 
D1otrloh and her hueband , were leaving New Yorlt t o<iay. 

::l!Jr t Yee . 
G: And he recommended the jeopardy o.seessment . Now t hat 's 

all the i nformation we have . The Bureau people submitted 
1 t to tte v1 th the reoo[!IJ~endat!on t hat >~e should oake the 
jeopardy asseesment and I told them to go ahead. 

~·Jr: Ie there any way ot - - or having her put u? a bond? 

0: I t hi nlt so. I ' ve asked !!r. Scllla.neli&D to get 1n t ouch with 

Hl'Jr: 

G: 

l!!lJr: 

U. Collector at :llew Yor k and see it that t !'llng can't be 
worked out . I have had no report yet . 

Well , the only -- the only t h ing , I teel , is tbls -- I ttean , 
to -- to slap tbls thing on t he ni ght before anybody i s 
ea111ng 1s ki nd or t ou&n on them. 

Yea. 
And the Government ' s interests have to be protect ed, or 
ooureo. 

O: Yea. 
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But I wondered 1t there vaa eome vay ot getting a bond. 

~I ell, let me take that up w1 th the -- the people at New 
York and report baok to you. 

She says the ateamer salle at three, and I don't know 
whether • .... .. 

a: Yea. Ve'll have to cove awtul tast, and I will move taat. 

!I!:Jr: 

G: 

!I!!Jr: 

G: 

~!Jr : 

G: 

SJ!Jr: 

(}: 

HJ.:Jr: 

G: 

HJ.~Jr: 

Cl : 

!!!!Jr: 

G: 

HHJr : 

G; 

H!!Jr: 

G: 

But - - Yeah. And the man a t her apartment -- she's at the 
Hotel Sherry-fletherland . 

~otel -- Sharry-Netherland? 

Hotel Sherry-tletherland. 

Yea. 

Rooo 7-D. 

7-D' 

•o• like in Dorot hy. 

Yeo, air. 

And the agent there 1s Stephen ~van. He's 1n her apartment 
nov. 

Yea. 

Nov, as I say, I'm not asking you to do -- well, you know 
me by nov. 

Yea. 
But 1t the Government's 1ntereata can be protected and atlll 
let the woman sail, I do th1nlt 1t 1 a kind ot tough on tl-.em. 

very well , I ' ll see 1t we can 't work 1t out, Mr. Horgenthau. 

What's that? 

I ' ll aee 1t ~e can't work 1t out. 

And call me back? 

I ¥111, e1r. 
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Thank you. 

G: You ' re welcome . Good b;re . 
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l!J.!Jr : Hello. 

... 

June 14, 19)9 
5:48 p . :n . 
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Operator: Secretary Wallace. Go ahead. 

H:-!Jr: Henry -- Henry. 
Henry 
llallaoe : Yeah. 

!iJ.!Jr: I thought you'd like to know tha t I spoke to the President 
and told hlm as near as I could What had happened. 

\1 : Oh, t hAt's fine . 

~Y.Jr: And he sa1d he hinself i s going to oall Senator oankhead 
tomorrow. 

\'1 : 

!ll!Jr: 

II: 

~::Jr: 

\/ : 

H!!Jr: 

l' · .. 
H!!Jr: 

l, . • .. 
HllJr: 

'tl : 

I didn't know whether be was going to talk to b1m or whether 
he was goi ng to send tor him, bu t he was going to co~~uni­
oate with h im in the morning . 

Say, Henry, on this t hree hundred million tor Export-Impo •t 
Bank •. . . . •. 

Yeah • 

••••••. do you get it that that money might be available tor 
handling wheat and cotton exports? 

Well ..... --I . • • •.. 

Is that in tbe picture? 

I -- I hadn't thought or it, but i t's something to t hink 
about . I thlnk they were thinking in t ems or oach1nery, 
but let's not-- I wouldn't say t he door vas closed on 
anything. 

Yeah • 

Bee? 

The •.•..• . 
I wouldn't say t he door was olosed on anythi ng , and •••. . . 

It t he intention vas to shut out the aubsidl~ed wheat and 
t it __ well , it just make~ the whole, th i s cutting 

~~~n8the export subsi dy makes the International Uheat 
Conterenoe and the International Cotton Conference a 
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oo~lete Joke, oakes us ••••••• 

1/Qll. ..... 

' 

309· 

•••••••• the laugh1ng stock or the world , but •••••• 

I ' m glad you let me have t ha t press release because t hat 
refreshed my memory. 

Uh-hub. 

But I -- as I told you earlier t oday, I -- I wouldn't say 
anyt h i ng was -- was closed . See? 

11b-bub. 

Now, the President -- as tar as I ' c concerned, I t hink I' m 
finished on this thing, but it I nhould tor any reason ge t 
back into 1t agai n I'll let you know berore I do anything 
else. 

Yeah. I -- I suppose l'd better tal k ~:1 t h h1m, hadn't I? 

I -- 1t you're asking me, I think you should. 

I t hink I probably had. 
think you ought to know 
and Wheat, because it's 

I think • ••••.• 

I want to get eome 
how t h1a wil l leave 
going to ...... 

t he -- I 
the cotton 

•••..• -- it just inevitably precipita tes a s t r i ng of no 
wbich --well, Just can't be stopped. 

I think you ought -- I think you ough t to by all means. 

!bey ought to know about - - ought to tnov about thnt. Soce­
time• you wonder vbether o~ not to let Kature t ake her 
course and let b i m race the actions, but I think it's our 
duty, though , really t o let him know in advance, isn't iU 

Detini tol y ! 

I think we eboul d. 

Detini tely I 

Al.l right, tine. 

Good night. 
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TREASURY DEPARTMENT 

WAIHINGn:IH 

!l>oM pre-\ beau .. the Praatuat .. ra tlla lec:re\ei'J' of 

tba frelnrJ', ~ Scclea, Dtrootor •lib, llr, Dol.Mo -

Kr. leU. 

ftle leore\arJ' b.u4e4 io the Prooiuat 1 -r- ,._ U.. 

Jl...-1 a4 llou~ ~Uee. ooaiaiaiJI« roo-aUUoao for a an 

reconl')' procr• for tile fl...-1 7ev 1940. 

ftle Prealleai 1&14 tllat be wol1.14 co ton \110 llot aa4 ao be 

raod.a e.ola 1 '- be woal4 U.ltl !or ooao oae to pol at out wlllother or 

aot lepalatloa 1o ......... ftlo ba 414, llr, •nh ozplelaill« tba 

oitu\loa wU'II. ... .,..., to U.. tl'alh4 ltatao Boualac Aoatllorli7 U• 

Ul4 Ill', .. 1 .. uplalalq U.. al\uUoa wlill re.,...t to the h4aral 

IIO'Clatac.-laiairaUoa 1-. fte other 1-• ,._ito?, 'boil! l.a­

c1ua1Ya, wre llln'l~ ,.._. - · 'lllea he - to 1- I , ooa­

oeral"C ~ io rallrell4o, Ill', Sccleo uplal,.. tllat the •o•otJ"<<ID­

Uoa Jl- Corporailoa 414 aot _, aT t.riller 1apoleUo• to ...,. 

loano to ratlrall4• for tile pVPOM of pVohaolDC ...., 14111i,_,.t blat 

tile\ Ua pi'IMilt ltaU 1o oal7 ai>Oil\ .1150,000,000 u4 tllat 1\ .....ul.4 

aot lie .atllo1•t io au. - •ter1al coa\r1b11Uoa t o a re-17 

,...,...., • 1&14 ilia\ tile •ooaati"DDUoa Jl- CorporaUoa .....U. 
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bow.TU, 1ll all pro'bal>illt)' .,.,, lectalaUon to wain the interoot 

aa wau ted in p&rt of 8 (a). on.. Pr .. l4ent ea14 t llat be did not 

llko tllat part which oue&eoted walTinc the lnter .. t ae it waa a bad 

precedent to .. t ablhb, l!'e ltbd 8 (b) which would ereate a DeW 

eorperation oolel;r for the pnrpooe of ull:lnc equis-ent truat loano. 

llr, lee leo and llr. Delano conc:ul'l'od in the Pr .. 14ent1 o rl01Jo on tbl o 

'fe then .,..e down to tho i t .. o co~~eerninc tho food otap pt.Do 

of the Dep&rtllent of .A.criculture. on.. Pr .. 14ent 41oeuooed tho .&.crl­

culturo b i ll aow in conference an4 the lt .. e contained t boreln which 

are ln 4liP'lt• and which increaoo the budpt ootla&tll b7 ecae 

$378,000,000. !be Pre d4ent aal4 that be would be rllll~ to O%p&D4 

tha food oteap plan to $300,000,000 an4 include approslaahl.¥ 

$100,000,000 for 4lotrlbutlon of cotton C0040o J!'e aa14 be wao 

4etbol tel:r oppooed t o tile export nbai47. l!'e oue&eeto4 tbAt the 

So are tar)' ea4 11r • • •1 U. - S.Cre\&1'7 lallac4 t blo afternoon an4 

espl&la to lola 'llllat the Pru14ent ba4 ln a ind ln tlllo couectlon, 

an4 thea tho two of th• ohould co to Me Senator llllooell u4 Senator 

llankheN and t17 to Mll thea tho idea. 

!ho Prui4ent then 41eeuoee4 tho DOD-h4eral public worll:o it•• 
lhtod ill the -or&DdWio l!'e eaid that be -· afraid to ouwlt II1JT 

rec-DdetlOII w1 tll roopect to thue becauoe 1t l t once cot otarte4 

1n CoBQ••• he _. afraid be oould no t oo11trol tile • o""t lt would 

appropriate. 
Be eaid there w&l DOW a IIOTe OD foOt tO eara&rll: for 

Regraded Unclassified



... 
I 

- 3 -

publ1c worko the oua ot $125,000,000 to .260,000,000 ot u.. taz4o 

to be appropr1atod 1a the rellet b111, 'l'hio ho 'I'Oilld haYO to oppooe. 

~ eau that 1t the Co"Cl'eoo will co llonc 011 tho avtcul.tvll bUl 

1n av••111C to the $210,000, 000 &441t1oll&l ,.300,000,000 Ill told) 

t or tho 41otr1lnlt1o11 of wrplua c-41Uu, he 'I'Oilld ~ to ........rt, 

._,, . 200,000,000 ot rellet tuDAa tor pub11c worto. 

llr, J:ccloo thl1l .........,.t liP w!lat he aa1d he cou14ere4 to be 

a Til')' t.pcrt&Dt -tt•r whl.ch ohoul4 be 41aev.oood with tha Pret14e11t 

at thlo t1llo, all4 that waa the queoUcn ot o14-eco beut1to. Be &&14 

that tho OoYer•ont would cont11111e to 11loroa11 tbo ruerTO clur111C 

19~ ~1JIC out praot1cal1T 11oth1ac 111 the tora ot benot1 to. Be 111-

o1 oto4 that theM taxea wora a t ax oa COiliUIIptloft &1\4 that the;> wore 

a deterrent to ~a1n•••• It waa h1 o opinion, theretore, that th17 

ahoul4 be turtllar rocluc.d or thoao that aro oollooted ohou14 be ro-

-4 \o the benet1c1ar1oo b \be torn ot be11et1t ~111tl DD4er 

the loc1al leov1t7 Act, '1'lle Socrotarl' &&14 that he tolt that tharo 

h a queoUoa ot pod taUh hero aa tho Preo14eat all4 he ha4 coa!erre4 

at -e le~~~h with -bero of the Yqo &llcl lleaaa c-utoo ot \be 
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l!ouoe aa4 tho 11a.eace c-1 ttee ot the Senate an4 ha4 aveed IIPO" a 

procrea tor ooc1al Maarl\7 lepolat10IIo !he lla ttero acroocl apoa ha4 

bMD •bo41e4 b a b1ll aact ha4 paaoe4 tho Houoo laat not. Be tho\loPt, 

thoretora, that the Pree1cle11t cO'Ilcl not aclYooato ooaoth111C 41tferollt 

at thl o U•• whoa the llouM ha4 carr1e4 thrO\ICII hlo procr- lD 1to 

enUre\7. !lie Prot14eat &&14 that he ,,..,uo ... aa t o -thor w 
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ohoQlA llq ~IIC allo1l\ o:U-4p 'beMfi\ ,.,..ah at tbh u .. 

or .,._.,, 0111' rltboUoae I.J> \be \Due, II. tbo\ICI>~ ,. baA ,..iter 

let well oii.Oii&b aloM. 11r. loclee \hoD 1014 \bat be woul4 ll.loe 

~ to 1-• a._ .. ...,. with the P1'11Uut oa tbl.o oubJect, 

llop111C that be 1101114 llaft tiM to 1'004 u. 
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.1\IDe lt, 19:19 

IDI,Jr gan a oopy or thia to &enator Bankhead 
and to Senator Ru11ell. 
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pxpurp ITWI II WlctMtlll 

(Ill 111Uloaa of 4o1laro) 

Parl\7 ,.,..a\a • ••• • • ••••• •••• 

hrplu eo-41\lea l/ ••••••••• 

ra.. ,....,.~ Ao~ (1-a ) ....... 
Aoala • •••••• •• ••••••• ••···•• •• 

Mleo•llaD~a 1\ .. a ••• •• • • • ••• 

~ (Paoae4 lloue - Ko~ lll 
4hp~e) •· ··· ··· ·••· ····• 

.t.ao ... , lD 
1111 

$2:1&.0 

lU.O 

215.0 

a.o 
a.o 

363. 0 

14.6 

37'1'. 6 

.. ...,...,.. 
allow 

$310.0 

26.0 

- a.o 
a.o 

2315. 0 

1 • • 6 . 

U9. 6 

... 
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SEcrttary or Statt , 

Vlo.sbington. 

828, JunE 14, 7 P • m. 

PLAIN 

London 

Dat t d JUDE 14, ~939 

Rtc 1d 2 :20 P• m. 

FOR TREASURY Pl!OL! BOTTER\'IORTB • 

CnE. Qutati ons arising out of tht CzEch g~ld atrair 

continuE to b t askEd in thE HousE of Commons, apart f rom 

stirring up thE Labor Party's agitation for nationalizing 

tht Bank of England, thE controvtray now s r. Ems to havE 

narrowtd down to thE qutstion of thE coopEration bEI:l,EEn 

th£ Britiah TrEasury and thE Bank or England in forEiGn 

financial mattErs. 

Two . StErling wEaktntd a littlE today on a narrow 

markEt. ThE British fund apparEntly did not dEal 1n thE 

spot 1ollar but intErvEnEd in tht forward markEt whEn 

thE thrEE months premium wtnt to ont and onE-half. ThErE 

was a lare£ dEmand for gold, 250 bars bting wantEd whEn 

l48S 1-l/2D was takEn as thE pricE at thE bEginning of 

316 

thE fixing . Whtn thE pri ct was raind a half D thE dt mand 

narrowEd to about 200 bars . Actually 125 bars wEr E dEalt 
in, 

• 
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REB 

2- #828 , Pl'Cllll London, J\lnt 14, 7polllo 

in , 21 of which wtrE marriEd and about 30 suppliEd by thE 

Bank of Eng~and , thE total bt1ng pro-rattd to buyErs on 

a 4-l" basia . 

Tbt bElga rtactEd from ita Wtakn&aa of yEstErday 

closing at 27 . 53. 

CSB 

P.f'C!I at M"' 
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Secretary or StatE, 

Waabi.ngton . 

11~1 , Jun£ 14, 7 p .m. 

Fa\ THE TREASTlRY. 

GRAY 

PARIS 

' 

Dated JunE 14, 19~9 

Rt:G 1d 2:52 p . m. 

Th£ thrEatEnEd blockade of Tientsin had a dt:prt:a-

sing ttt'Ect on thE Excbang£ and sEcurity narktts . : 

ExchangE transacti ons werE on a small a~•lE and no 

changes or importancE took.plaGE • ThErE was a sli ght 

1mprovemt:nt;1n thE Bt:lga. LOSI!I£1!1 in ~entES rangEd trom 

25 ot:ntimES to 1 franc 25 and variablE revEnue sEcuri-

tiEs lost rrom two to tbrEC per cent. 

'HlLSON 

BPP 

0 J V I j :1 1 R 

r,1.,,,,.,1cJ , ''~tt•.tt 

"' ... i. ' ... "' f'l"• o) t ... ,... .. ~ -: t 
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P.lR..f.PIIRJ.U OJ' T'IJ.!OpAJ( UOZIVED 

J'ROih Allerican s.ba .. ,., Berlin, Germany 

D.lTE; June 14, 1939 , 6 p .m. 

110.' 498 

Reference, my telegl'am lfo. 298 of April 29, 10 a.m. 

A speech was given before the Berlin Union of Busineaamen 

and limutacturers by State Secretary Re1:lbardt,of the Retch 

Finance liin1atry, and the author of tbe new f11lance plan. 

Be asaerted that the Reich would illpoae no new or increased 

taxea. Be said tbat tbe add1 t1onal rnenue to be derived 

from reductions in income tax exemptions last February, 

plus the surtax on increased income of last March, in 

addition to more reV1111U: from the Budentenland, Austria 

and Kamel, and !Jreater efficiency in collection-, would be 

enough to increase the tax revenue• of Germany f r om the 

17.7 billion marks cclleote d during the fiacal year ended 

liarcb 31 laat to a total of 22 billion re1challlarka for the 

preaent fhcal period. 

German buainesa cirolea accept thia assurance of no 

further increase• in taxation with coneiderable resern • 

.l aimilar atatsment waa made by Reinhardt some six months 

ago. The predicted increase of four billion marts in tax 

rnenuea, it is to be noted, would not b e a clear gain; 
the 
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tke QoYemaeAt, in the nn teuitorhe aequired. during the 

paet twelYe aonthe, ie faoed wi~ inoreaeiug ezpendituree. 

J'Urtbe:raore it bae been e&id tb&t the preeant d1a1uution 

ud the eYentual ce .. ation of extraordinary upendi turee 

on the weetern fartifioationa a&J be offeet to a certain 

extent bJ 1111 increaae in Gerau n&'t'J ezpenditui'BI. An 

IIIIOonf1~ reporl hal been o1rcul&t1113 in thia connection 

to the effect th&t the Gerllllll n&YJ hal obtained autborh&­

tion for & oon•uuction prograa in•olYing the additional 

l :zpanditure oYer the next four Je&rl of nine b11Uon arb. 

Repeat to freaeurJ aa ~ troa Heath. 

XIU. 
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