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'1'0 a Aaor111Nl lllbaoo:r, Berl1Ja 

JJO;a .. 

Dt.HI Jul.)' 1.5, 1131, 7 P••• 

I'OJl DAD rill* !B ucurur or !D !JIIUUU. 

roar 110. 631 of Jul.)' l .a, ltllt, 10100 •••• 

W111 :rou pl-oo t.olopaph ao tu1l. soa~ 1Jlto.--
1JatorwM,oa 

UoD ao 1t. 1o po .. 1blo tor :rou t.o ooOilro &D4 aloo/w1\la 

rotoroDoo to tho tolloW1Jl6 opeo1t1o poiDt.oa 

1. ID 11b1oh proY1o1ono ot tho lt.&D4ot.111 ~·-t 

aro \lao 4ollar 11noo 111 quut.1oa 14oat1t1odl 

a. Baa &ll7 prooodoDt boe oot.ohl1ohed ua4or tho 

lt.&D4ot111 Agroo .. nt. tor tho propoood uoo ot oro4.lh tor 

tho t1n&no1.ng ot o&lu to a third oount.r;rf 

a. 1'01114 tho propoi04 uee ot orod1te ~:~eoo .. 1t.at.o 

obt.&1Jl1ng tho to~ ooneont ot t ho AMr1can lt.an4oUll 

Oo.ll.ttoo to -.d1t;r t he stan4ot111 -srooJUnt. 1Ja add1Uoa 

to the reported oonwl.t.at.1on or -areeaont 1D pr1Jao1plof 

•· 'lbat are tho ~\I &Dd •to.rl t.1u 11b1oh are 

lU:ol)' to bo 1Janl'f'04f 

1. W1 t.h rotoJ'OAoo t.o \lao aoohan1ol of tho 1lOO of 

tho orod1t., 1o 1t 11kol.7 that. a dobt.or-ored1t.or rol&Uoa­

oh1p WOI:lld rollll1t. botnu lp&DJ.oh baDb or GoY-t. _. 

Aaor1oaa banlt1, &Dd wn14 a.~ b&Dko ro•1a liable 1t 

' ov.ol!. ·a rola t.1onoh1p 

I:Ali:B 

1 

.. 
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Secretary of State, 

\/ash1ngton. 

1303, July 131 6 p . m. 

FOR THE TREASURY . 

GRAY 

Paris 

Dated 

Rcc 1d 

... 

/) 

- " I 

July 131 1939 

12:12 p. m. 

Rates were unchanged i n pre- holiday exchange trading 

2 

between banks this morning . On acco1>nt of the Fr ench ... 

notional holidny tomorrow the markets arE closed until 

Monday. 

It is announced in the prua that t hE court of 

appeal at Poiticrs yesterday confirmed the judgment 

or the lower court ordering the return to Spain of the 

9000 cases of gold and valuables sent to France by the 

Basque Government duri ng the Spani sh civil "ar. (Please 

ace telegram No. 1220 of June 29) . 

BULLITT 

RR tWIIC 
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Finanad Abroad 
Douglas Aircraft Finds 

Dutch Better Source 

Of Venttue Capital 
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0 00l1 UBI ... llr LIMo 'fi\a I It C..,. o(] 
tM .....uc &tfUIIII ... - tar ... ...;. 
"-'7 ,.,.t •w..t .. u.. ,aaae. A..-Wk.&' 
AlrlliMt bU Mow~! .,... Ia~ ta * CU,.: 
u...wn,pt cw~a \t'&.Uf'Oft no""~ 
UMntal A. WMW:n~ Alr Y lmderstood to ...,.,.. 

I r.Yi¥fd. lb coallaet wUil 8oe:l .. Atrp1ue Cue 
~~._!.JO Ordtr thr .. ~11tf 8l{ato!IMrt.: 

WMl be!r UaltH wtU a nnounu pla.na for pur 
dll ... ol .U or • nn DCo4a ktore upln\LO:I 
01 Lb• oplk!a. or wiU aw&lt u.nUI a.fterwa.rd to' 
~Gab ltoowa ., plau coWlS oQl be uurt&ll ... 
It ll .. ~ ~ boWnt.r, ~ UaU ... 
Ma d4dW 1.1poa U.ll ,au. f« lta ... equl., 
aent nt.Mr tbu 0114 ot tbt otlM:n. 

lo ad41Uoo to tM trolled. order. JCl..M. t.ll• 
DutC-h alrUn.e. hu IAdleat., lt.l de4alte tot•rut 
In U1• DC-i and wUI probabl:y purcha.H ~ 
mlnHnum of tour planu to t>trln wltb. Oout1u 
Ia punnt.e4 f rom acu,uac ordera for Ut.t• 
potu.. troa-oUau th.U u.4 th·e. ~r domutte 
alrlhlu U.QtQ upi,..Uon ot tb• e~ptLH, a.tlitt 

W.oodf,y. 
AltbouP the cott to OOU.CSU ot d•n~,.. 

tq U. OC--t W'U blc1a. aod UM projt(t w-u 
carrled oo wttbout u y uf.'W"UUC• proctucUon 

r plu ... oould 'M told an4 lht development co.t 
I rtl&lned, lU compuy hu f~lowed a poii<:Y 
1 Of wrillnl off tbtN 001\1 qalaut op4rat1on• 

tor lhe put a \'t-rt.J qu1rteu . B&Janee abe-t\ 
h of Kay Sl, liSt lhOWt thu. ClOila to baw 
brtf:a cla&rced otl to lbt uttat. \bat eUT)'tna 
Yai\M ot t.blt plaae wu MOO.OO. 

Prku oa tM ,....,.. t• lM two ord4n .,._, 
now are lftdlcatcd have 1101. )'e.t b«:a dete.rtalntd. 
~IUon ot tM t.l pulmoteJ plu• ll a !.., 

"" lln.portut tutor ln dtttrmi.DJnc" bow oou.alal 
will rare ln recaln\nt Ita dt\'t.lopmcn' eota. 
Pa1t t.ltpe.rlUict hu ahowD, howevt.r. that the 
beat .ale. promoUon for alrptanu la to r•t 
IOfM oL u..m to UN. W1UI Ob C&etcr la view. 
h lt mort: tlwl UktlJ \Mt -.Ill 0( M Vt;D Ia t.be 
Ualc.d St.alh ....S tour to ~ wUI atl 
.omewMt ta tbt aatu:r. o1 aalu proraoUoa wotk 
aa4 \.bat tM eomp&n7 wt.ll be eor'lt.tat wtU. o&lf 
a modtrat. proftt JboYt ma.aututurinr toel' 

and 1101. attempt to &Morb all the devt.lopmtat 

COtta wllh the tniUII ordtl"tt• 
Oouatu Altt.raft Co. reporta for tht •~:!C 

monlba en~ Ma)' I I, 18!31 contOJid.attd '"' 
pro6t ot l l.JM.ftt alter •--rlte-ofla dd provt· 
1100 fOtt teckral ta.corot taXIN. eqv.aJ \.0 lt.U 
a aha" oo $10.180 abaru oUUtaftdift.l· Tb.\t 
co-.-ret" witb fttl ot Jl,ot3,.UI for tll4: ala 

~ aoouu to lllAT It, 1NI. or u .tl a Dart• 
CoD.tOlidated ntt JI I"CCIL for tht thrH montft.t 

of the C\l~t ft•c:·al yur to Ftbru&J')' U. 1t3t, 
wu npol'l..t I t $T11.032. or 11.3:1 a aha.rt. 

I ln vee ... oC t t.OOO.OOO ,.,.., written oft dur~ 
11\1 tbe st1 monlhl ted~ »•1 St for deve~p­
.ut ot DC"W mod•le. Tbe f;Ul'ftftl 6n.aM.laJ 

poetuoe e0ntlauea • u.at•c:tory, wiU. • unut 
UMt ratJo f1l U.ret to one. l a addlt&oa to .,...... 
~.o1 u. I)C-4, at MOO.ooo. ~ st~Mt rta.ct.t 

t• e~r value oC tl10.5P tor U.• DC4. 
DoqlU now • •ploy• t ,OU per.ooa In two 
pla.nt.a and I• utUI.I.tnr J,tn .000 .q\.lart feet ol 
lloor .-.ce. Tkll la a N Wtaftll&l addiUon to 
f.c-Lory area dieh wu CCIIDflet.d In rect:nt --
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July 13, 1939 8 

p~[SIDENT ~~ELT~~SECRETARY OF ST~t CORDILL IU~~ VE_R_L __ ___ 
R£PO~Tl»_lN_ADMIMISTfAfiP~ARfEIS TOJlT TO IAJE DISA,REED O"_JIE 
LAN,UA'I OF A NEUTRALITY NE~~ 11E PI[SJDINT PLANS TO SIND TO COl• 
'RtSs. - -
~: ROOSEVELT ACCORDIN' TO TRESE INFORMANTS, VANTS TO 01[ FORCEFUL 

LAN,UA'E IN RIITiRATIN' HIS DEMANI THAT CON,RISS REVIS£ TH£ NEUTRALITY 
LAV AT TKlS SESSION BY REPIALJN' THE ARMS IMBAR,O. HULL VAS SAID TO 
OPPOSE A NISSA'[ THAT NJ,KT AN,£1 THE RONI•BIRLIN AXIS AND FUITN£1 
ANTA,ONI2£ AN ALREADY REBELLIOUS S£NAT£. 

SOURCES CLOSE TO TH£ VIUT£ KOUS£ SAJD.JliL KESS."£ PR~BABLY VOULD 
B£ S£lfT TO TH£ CAPITOL BIFORr:Tlll:__IN_LO[ IH£ v.m, BUT THAT U­
CON,RESSJONAL D£V£LOPN£NTS VARJIANUD, ~OOS£V£l.I.Jil,HT CHAN'£ HlS 
PLA~ !KD US~-s~TRER NrDfUN··POSSIBLY A FIRESIDE CHAT--toJ!Al£ 
HIS VIIVS KNOVN TO TH£ COUNTRY , 

711J·-RIJ1l 

.. 
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PRESIDENT ROOSEVELT HAS ISSUED A STATEMENT DEHYI"' A UNITED PiES$ 

STORY WHICH HAD SAID THAT HE AND SECRETARY HULL WERE REPORTED TO 

---

PRESIDENT PLANS TO SEND TO CON,RESS. 

T/1J••N20TP 

ADD ROOSEVELT' DENIAL 

THE PRESIDENT'S STATEMENT SAID.! 

• THE READ IN' PUBLIC IS ENTITLED TO A STATEII.ENT TROt! THE PRES I DENT, 

A STATEMENT or WA RNINC WHICH HAS BEEN MAD£ NECESSARY BY A NEWS STORY 

ISSUED THROU'H THE UNITED PRESS AND ALREADY PRINTED IN ON£ OR MORE 

PAPERS AND ON THE UNITED PRESS TICKER SERVICE . 

• THE HEADLINE or THE LOCAL WASHINCTON HERALD STATES THAT THE 

PRESIDENT AND THE SECRETARY Of STATE HAVE •SPLIT' ON SOME f ORM Of 

ON NEUTRALITY. 

• THE STORY STATES THAT THEY 'WERE REPORTED IN ADMINISTRATION 

QUARTERS TODAY TO RAVE DISACR££D "oN THE LANCUAC£ Of A NEUTRALITY 

MESSACE. ' 

• TH£ HEADLINE IS, or COURSE, WHOLLY TALS£1 SO IS THE STORY , 

• TH£ SUBT£RTUCE Of SAYINC IN THE LEAD Of THE STORY THAT THEY WERE 

• REPORTED• TO HAVE DISACRE£D IS OBVIOUS BECAUSE IT IS A PRACTICE TOO 

OTTEN ENCACED IN TO INVENT SUCH ' REPORTS' OUT Of A CLEAR 

BLUE SKY , fAILINC WHOLLY TO CHECK UP VITH ANY R£SPONSIBLt SOURCE IN 

VASHIN,TON. 
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• THE UNI TED PRESS HAS BEEN ' UILTY OF A FALSIFICATION OF THE ACTUAL 

FACTS. IT CALLED UPON TO 'lVE THE SOURCE 01 THE INFOR"AT ION, THEY VILL 

DECLINE TO 'IV£ IT--ANOTHER USUAL SUBTERFU,E, 

• THE TACT RE"AINS THAT THE STORY IS CONTR.ARY TO EVERY FACT. 

•1 AM CALLIN' THIS TO THE ATTE NTION Of THE PUBLIC BECAUSE IT 

REPRESENTS A CULMINATION OF OTHER FALSE NEVS STORIES TO ~HICK THE 

ATTENTION OF THE UNITED PRESS HAS BEEN CALLED 'BY "E AND BY "y OFFICE 

ON PREVIOUS OCCASIONS , 

• tT I S, OF COURSE, I MPOSSI BLE FOR THE VHIT£ MOUSE TO DENY EVERY 

FALSE STORY . THIS LATEST EPI SODE, HOWEVER , REPRESENTS THE LIMIT OF ANY 

DEC ENT PERSON' S PATIENCE, AND I AM alVIN' THIS IN THE FORM OF A 

STATEM ENT R£LATIN' SPECIFICALLY TO TH£ UNITED PRESS BECAUSE I DO NOT ' 

WI SH IT TO BE CONSIDERED AS AN INDICTMENT OF THE NEWSPAPERS OF THE 

UNITED STATES OR OTHER PRESS ASSOCIATIONS. 

• THE FACT OF THIS PARTICULAR CAS£ IS THAT THE PRESS HAS BEEN 

I NFORMED CONTINUOUSLY FOR TH E 'PAST 36 HOURS THAT THE PRESIDENT AND 

THE SECR ETARY Of STATE HAVE NOT DECIDED, UP TO THE PRESENT TIM£, 

H£ VI LL ADDRESS ANY MESSA'£ TO THE CO"'RESS OR WHAT THE NEXT STEP Of 

THE ADMINISTRAT ION ON NEUTRALITY VILL BE, THAT IS THE TRUTH , AND IT I S 

A aREAT PITY THAT THIS SA"PLE TRUTH OT VHICH THE PRESS HAS BEEN 

INFORMED HAS BEEN DI SRE~ARDED BY A PRESS ASSOCIATION.• 

7/ 1J--N216P 

Regraded Unclassified



CROUP KEE'l'DIG July 1:5, 19:59. 
9:30 A. K. 

Present: 

H. ll. Jr: 

Gaston: 

MeR: 

Bell: 

I! . !! . Jr: 

Bell : 

H. LI . Jr: 

Klotz : 

ldcR: 

B. JJ . Jr: 

mute: 

H. M. Jr: 

llcR: 

H.IJ. Jra 

L!cR: 

llr . Gaston 
Mr. Foley 
llr. McReynol ds 
lira. Klotz 
llr . Du.t't1eld 
llr. Haaa 
llr . White 
llr. Gibbons 
llr. Bell 
Mr. Graves 

llr. McReynolds ia accepting sympathy. 

He has mine. 

A lot of enthusiasm. 

Barry 1'/h1te offered a good collllllent , I think. 

Viba t ' a that! 

Said he 1 d have them shooting crape in the White 
House before very long. 

Vlell, l!ac , how do I address you now? 

The Honorable. 

My status is that of an employee of the Treasury 
Department, sir . 

Yes , but what do I get out of it? 

The privilege of paying his salary. 

You know, the fUnniest thing - in the paper I 
read - I don't know whether it was right - they 
said "l~r. McReynolds, who belongs to the spending 
school, and llr. Currie, the administrative expert , 
are going over to the White Bouse.~ 

Is that eoT 

Suppose they got it twietedT 

I don't know. 

11 
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Whi to: 

Kl otz: 

Boll: 

li. U. Jr : 

Bell : 

H. J.! . Jr: 

Craves : 

Cro.vea : 

J! . J.: . Jr : 

Cro.vea : 

H.M. Jr: 

Ci bbono : 

• 

12 

- 2 -

IID.y end up tho. t way. 

That's wonderrul . 

What do you mean - "tY/111 ted"? 

Vlhat did you sayY 

Harry said, "It DUlY end up that way, " and I asked 
him what he meant , that l!ac woul d become a spender, 
or twisted. 

I don' t know. 

Say, listen, Earol d , you ' re very decorat ive, but 
don't come in here and just sit here, you know. 
Read that and tell me what was decided. aead it 
aloud . 

T;ell, sir, thi s was for signature doTm there , i f 
it's desired tho.t we get this i nf ormation as to 
the business activities of Collectors; th is i s 
the best v:ay to cot it , in my opinion. 

Well, but you're acting Commissioner; do you 
recommend tha t we try to find out whether all 
the Co:nmissionors - what we call them - Collectors 
of Internal Revenue are in private business? 
Do you t hink vte oug)\t to stat•t tho.t , because 1f 
we start tho. t we 1 re go ina to go through l11 th 1 t . 

I had t he i~ression you were asked to do i t by 
the President. 

That 's right . Do you think we shoul<i do i t? 

Yes , sir, under those ci rcumstances. 

Forget the circumD t anoeo. I mean the Pres i dent, 
aft er all - of course , when McReynol ds gets over 
there , it will be d i fferent - he looks to me now, 
you see, to t ell him vtho~her i t ' s right or wr o.ng. 
When tiac i s over thoro, YIO ' 11 always know every­
thing is right; but in tho meanti me , until he 
gets over there • • • • 

If you do i t out of a cl ear sky, you'll take tho 
rap for it, you know. 

.. 
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Well , I always do, I'm rap-proo~. 

Bat- proof. 

I think somebody ought to talk to the President 
about i t , Do ;you know what's in the back o~ hie 
mind' 
Dolt 

Yes . 

no. 

I really don • t, 

Y~t I 1m trying to ge t Graves to say, i~ he 
wouldn 1 t be so darn CIUUl)' - do you think i t • s a 
good move'/ 

I 1m inclined to say not . 

Why in the hell don' t you eny aof Excuse me . 

You see , • ••• 

13 

rte know t~hich of these O:ll l ectora are doing a good 
job as O:lllector IIJ'ld •• • • 

Mow, Mr. Graves , saei.ng that you have your doubts -
•crave• doubts - how would i t be that this would 
be the first task we ask the new Administrative 
Assistant to the l'lhite House to take up! 

I wouldn't want to embarrass him, I1' anybod;r's 
to be embarrassed , I ' d rather do it ~selt , 

You haven't go t the entr6e over there, 

VIe could do i t right on our own mo t ion here; if 
it's to be done at all, I should say we ought to 
do it, 

Well , the way I feel about it - I mean once we 
get started I'm not going to pull my punches; 
I just think we 're going to run into all kinds 
o~ trouble. 

Sure we will , 
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-.-
A lot of them are in bu.einen , aren't they? 

Yea. 

Well , I think none of them are eo active in 
bue1neee that the)' are not devoting tull t1me 
to their job ae Collector. That ' s 111:1 impression. 
There ma,- be an exception or two, but b)' and 
large I think the 6 4 Collectors of Internal 
Revenue are doing well in handling their jobe . 
And it ' s alwa,-s been permitted, as I understand 
it, for those men to retain their business 
connections, s o l ong ae they were not allowed 
to interf ere with their functioning as CoUectore. 

Now, I personally - I mean I ' ve been joking - I 
hope the peopl e at Internal Revenue do the job. 
We went ~1 through the Cleveland job and, God, 
we wasted more time on that, and when we got 
rigl:t t down to it I didn 1 t get the backing or the 
White House that I needed; ond the f ellow there 
was in some little busineae - I don ' t know what 
it was . 

I ' d much rather soy to you verbally, "As your 
men go out, see tha t the Collectors are tending 
to business. I f a Collector isn't t ending to 
business , l e t ue know and then we'U take it 

· up as an individual caee ." 

That ' s right. 

But to do this thing, go right into the t hing , 
then do i t 1n Cus t oma , then want t o fire t en or 
f i f teen people - I woul dn 't ge t the backing to 
fire them. Now, if the Pr esident bas s ome d oubts 
about one Collector, )'ea . 

Incidentally, the President told me to look up a 
man - a Customs Inspector, this is, by the name 
of Lynch. Didn ' t tell me who, but som.ebody came 
in a year ago, and thie fellow L)'Dch on t he dock 
of New York held a friend of t he President up. 
I don't know how many Lynches you've got. Tbat ' e 
all I could get. 

0 . K. 

' 
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Well then, l et •a leave it th1e way, Harold, 
and I 1a serious , Now, don't send things through 
if you think i t 1a a m1etake, just because the 
President &liked to , because we 're not doing h im 
a aervice. Let's say that you as Acting Commissioner -
I hold you r esponsibl e to see that every Collector 
i s doing an honeat job and g i vi ng the Government 
honest service. 

Yea . 

flow, if there are some cases that you want to 
bring to~ attention • ••• Check, ~c, on thatT 

I do. Of course, that ' s the reason why I • ••• 

That goes for CU3to~ , too. 

See, the thing was hanging 1n the air when it 
came 1n to me. I sent i t down and I said, "Prepare 
what you would have to send if you were going to 
make t he inquiry, but we won't send i t until it ' s 
been cl eared; but it's a definite order from the 
1\'hi.te House." 

Wb,y don ' t you g ive me kind or a written l etter, 
a danger signal on thief There 's nothing on there 
to show it ' s dange rous . 

The whole thing looks dange rous to me . That ' s the 
only reason . . . . 

Did anybody say it' s dangerous? 

No. 

There 's nothing on here to indicate that either 
you or Harold think it 1a dangerous . 

I think Mr. Bane a took it up originally, you aee . 
He was handling it. 

Ylell, I appreciate the compliment that you think 
I 've got enough horae sense that I wouldn't do it. 

I wasn't going to clear it without talking to you. 
If you said yea, I would have tol d you why I didn't 
think you ought to do i t . 

.. 
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Whew I Oh boy I Whew boy I 'l'ha t ' s a new one. 
I 1m going to uae that aOMtiM. Oh, that' • a 
pea ch, Jlao. 

Be 's getting prepared. 

He 1 a joined. Whewl 

I had no idea you would clear it. 
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Ho, I think that ' s right 1n line with Mac's 
character. He doesn ' t use any unnecessary energy. 
If you were g oing to say no, he could just sit 
back; why should he expend energy! That's part 
of his dour Scotch character. He isn' t g iving 
anyth1ng awa)', even advice. 

Well , it 1 s all got a happy ending, anywa)' . 

But, Harold, on that kind of stuff •••• 

Poor ldac. 

He ' s having a good time , Tbe only thing that would 
worry Nac was i f I d i dn 1 t kid him. Right , ldacf 

I ' d be despondent . 

Let's let it go like tha t . 

Evecyt.hing all right, lolacf 

Yea. On this \'lhite Bouse equipment, the boys - the 
organization that normall)' would have handled that 
over there 1n Interior baa been split up between 
the new one and the old one, and it was a pawn in 
tha air yeaterda)' . Bert Reynolds told me he'd tell me 
by 10:00 o'clock this morning about their funds; 
that be was sure the)' could do it, they ' d try and 
get the thing through and he'd tell me during the 
forenoon the day on which they would have the order 
through. I told him I wanted to be able to report 
to you during the day that they were going to buy 
it and that they ' d bu,. i t on a date, ao it wouldn ' t 
be left 1n the air , 

Gee , juat today - Archie Lochhead 1a awa)'; Merle 
Cochran called me up at 7 : 30, wondered i f I'd 
phone. So I've got nobod)' out there , 
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Dant 

I have nothing. You lmew we sold 2 million 
:550 thousand of the Home Owners Loan. 

Anythin8 olseT 

Just on people coming in and aski ng •• • • 

Mac, would you do this for me , pl ease . Supposing 
you draw up a te.ntative order - I mean you can 
be working on it - for tho President, setting up 
an independent agri cultural lending agency; and 
le t ' s take a look at i t , with a chart. See, Kact 

Be delighted to do it, sir, •••• 

Pine • 

• • • • with all the enthusiasm in the worl d . 

Swell. Let 's get it on the President ' s desk. 

You can ' t do it until January. 

I know, but just •• • • 

(Messenger brings in to ~cReynolds a lily wrapped 
in white paper) 

I think i t 's a lily . 

(Hearty laugbter) 

Come on, open i t up , ~c. 

Come on, ~c, open it up. 

I knew what it was before. Well , the last time I 
was drunk before t his, he gave me one . 

Laat time be1'ore this - ha hal 

You didn' t l et me in on it. You were afraid I'd 
tell . 

Be neve r overlooks one, does hot 
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This ia only the second time, isn' t i tT 

Only the second time. 

Look out for the third time, 

(To messenger) 
in some water. 
live, 

Put that on Mr . McReynolds' desk 
We don 't want i t - we want i t to 

Look out for the third time, 

I have nothing. 

Didn' t mention an:r date a bout Lynch? You have 
no date? 

No - about a year ago, he sai d. 

18 

Of course, we can take each manifest - the list of 
manifests each man has bad , and run it down from 
there , the names , you know, ' 

No , about a year ago. 

Let me read this out loud, Har ry , t hen I want you 
to fix up - Harry Whi te - that they send a cable 
asking for more details . I want Ed Fol ey to listen 
to this. -

"A r epr esentati ve of the American Standstill Com­
adttee at prese.nt in Berlin was asked by Gencan 
banks to permit them to utilize, for t he financing 
of shipments to Spdn of American cotton, certain 
dollar lines of credit which under the Standstill 
Agreement have to be kept open, Apparently the 
request was agr eed to in principle by the Ameri can 
Standstill Committee. 

"The German bankers wou l d undoubtedly, in making 
these credit linea availabl e to the Spanish Govern­
ment or Spanish banks, char ge a rate of interest 
higher than that stated therein to pay the Amorioan 
banks - a 3 percent rate. There are 1ndicetiona, 
however, that a s i de from the banking profi ts the 
German Government ia intereeted in having ita 
own bank take an active part in the new Spain's 
trade and f inancing. " 
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Now • I want • • • • 

Joe Cotton. 

•••• Joe Cotton to have a copr of tb.ie , and I want 
you to fix up a cable tor me . I want the name of 
the representative - it 1e cable 633 - name of 
the representative of the American Stands till 
Committee, and I want more details . 

19 

(To ~s. Klotz) And wri te a note to the President -
"Mr dear Mr. President: I am sure you wi ll be 
interested in this unusual bit of information, • 

And then a copr confidentially or the same thing -
well , no , we'll do it- let's give it to Warren 
Pierson, let him show it to - I mean gi ve it to 
Cotton and then Cotton show it to War ren Pierson. 

Well , Harry , whe.n you g ive this copy ot 633 to 
Joe Cotton, tell him to show i t to Vlarren Pierson, 
see, and also ask him whether he 'll please go and 
show it to Warren Pi erson and Walton Moore , 

And Walton Moore . 

Yea. 

llr. Towson was in to eee me yesterday with a man 
Ryan who bad been one ot . the eb.ief cotton concerns 
that were engaged 1n cotton exports to Germanr 
under the special blocked mark arrangement , to 
inform oe that the)' have created a Potomac Export 
and Impo.rt Bank, whose function the)' hope will be 
to arrange barter transactions, somewhat s1m11ar 
to tb.is cotton and rubber or any other variat~on . 
The)' part1cularl )' have 1n mind arranging a cotton 
and mercury barter with Spain. I'm just passing 
that on tor your information. 

Anyt hing e leeT 

No. 

GeorgeT 

The ~ in Agri culture who 1e to explain tb.ie cotton­
rubber deal 1e tied up wi th a cotton trade. He 
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wanted to see me Saturday, but I got an appoint­
ment for Friday. If you are in more of a hurry 
than that , I can put the pressure on him nnd 
probably see him •••• 

(Nods no) . 

And the other point nbout the nmount of money 
used on the food stamps - I tried to get hold 
of l.lilo Perkins; I 'll see h im soon. 

20 

That ' s all right . This 1s going to be a running 
thLng. You ' re going to be my ambassador over at 
the Agriculture Department. I want you to di.g in. 

Fine. I ' m d i ggi ng, but no r esults yet. 

I can gi ve you a 
f r om our angle . 
i t . 

report on tho food stamp thing 
OUr d isbursing officers handle 

One of the thing s I think the Secretary wanted 
was the t o tal nmount of money, which amounts to 
about 203 - h ow much or it is going to be used. 
Do you know that , Dan? 

No , i t will all depend on how many places they 
establish duri ng the year. They only have four 
no\'Y, I th1.nk. 

(On phone) Tell Uiss Lanigan to come to Mr. Kieley'a 
office . I want to see her in a few minutes. 

All r i ght, George? 

I have nothing else. 

Regular press conference? 

Excuse me? 

Regular press conference? 

Right . 

Ed? 

Wallace is a ppearing before St eagall's committee 
at 10:30 today. 
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Fine. 

And Carmody 111 goina on in the Senate. 

Fine . 

Steagall told me that he didn ' t have the votes; 
one or t wo members of hie committee went down to 
the McReynolds funeral - Tennessee. So he ' s 
laying aside Straua•a stuff temporarily. 

May I interrupt you. Di dn 1 t have the vote a on 
What! 

On Straus ' s stuff. And he want s to do a little 
more work with his committee before he calls it 
up and he's through with h ia hearings . 

21 

Beanie Baldwin said thllt they could hslp with a 
number of those committee members on the agricul­
tural d de i n connection wi th that amendment that 
was inserted in the Sonate to hel p the agricultural 
housing - rural housing. 

Yes . 

And he thinks maybe theao heari ngs will assist 
Straus and maybe result in get ting both of those . 

T.bo said thatT 

Baldwin, Agriculture. 

He ' s a good man. 

Yes , he's all right . 

You mean he's 1n Farm Security , isn't be? 

Yea, he ' e the budget man. 

"Beanie" Bal dwin? 

"Beanie" Baldwin. 

That 1 a his nickname. 
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Be's a cooperative fellow, 

Yeo . 

I ' d l ike you to - this 1o what we decided to do 
yesterday; I th1.nk for tho record we ought to put 
1t 1n the f iles. 

RJ.ght . 

This 1s 1n regard to th1a stabilization fUnd matter -
course of action. 

Yes , but neither Bell nor McReynolds have i nitialed 
this . 

(H . ~ .Jr . hands memorandum to Bell) 

I had a note from Ben Cohen. He says : "Senator 
sa-lll'nbach sent me a copy of the attached memo­
randum regarding shipment of war materials to 
Japan, Al though tho memorandum doesn't fully 
cover all the statutory provisions involved , 1 t 
seems to me that the points at i ssue would probably 
be the same as those rai sed by your Secretary 
regarding the shipment of •tar materi als to Germany. 
It seems to me 1n the case of Germapy the Kellogg 
Pact, unless 1t has been abrogated, as well as the 
Treaty of Versailles , might be reli ed upon. I 
should think particularly i f the neutrality l egis­
lation i s messed up , 1t would be well to raise 
this question with the Attorney General and the 
Secretary of State." That ' s regarding Japan. 
Bear a little looking into. I wanted to l et you 
know I had 1t. 

\'11th regard to tlw.t CU:Jtoma job, I'd like t o 
recommend Ralph Dwan, 

Ylho? 

Ralph Dwan. 

How do you spell itT 

Ralph D-w-a-n. He 's been with ua several yeara, 
He 's one of the most brilliant f ellows we have. 
He ' s a graduate of the University of ~esota 
and the University of IUnnosota taw School, and 

· baa an S . J . D. from Harvard. He taUS)lt - was a 

• 
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full professor at the Univers i ty of Minnesota 
from 1925 until he came with ua , i n 1935. He ' e 
been the head of our Opinion Secti on here for 
four years. He ' s a very able fe l low, and I think 
that we would be juotified in going out of CUstoms 
to get a man a s good as Ralph Dwan for that pla ce. 

Well , we ' ll take - what ' s today, Thursday? Give 
Mac 24 hours. All right , Meet 

Yes . I know Dwan. He 1e a better lawyer than you 
have 1n the group available 1n CUstoms. 

ioeU, 1f you make up your mind today - I •u say 
if you come 1n and see me aey time today - will 
you - but not later than tomorrow, please . 

Right . 

I bad a note from Phil Wenchel , who went through 
Chicago, and he says that the whole s ituation out 
t here is very good. 

Fine. 

That they are all pulling together now. 

ilarvelous. 

Just as soon as our auditors complete the audi t 
of' the books and that testilnony is put before the 
Orand Jury, t hey can get an indictment, which will 
p.robably be somewhere aroWld the !'irst of' August . 

And I was tickled to death to see 1n the papers 
that a separate Orand Jury is taking up tho 
monopoly. 

Separate Orand Jury on the anti - trust . 

That's g rand. Whose idea was that? 

That was Bill campbell ' s i dea. 

That ' s marvelous. 

He stood by us on that. 
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Tbat ' a -rveloua . That and tlbat we did :Jeaterda;r 
-a the moat cheer ins thing that 1a happened in a 
long tU. . All rigbtf I know you have some other 
little things; I 1ll get around to i t , 

O. K. 

I 1m running downhill again. 

Herbert? 

I haven't anything. 

Just a second, 

Harol d , do we in Internal Revenue do the checking 
up on peopl e who pay their tax on Soci al Security! 

Yes , we collect the tax, 

All right . Well then, Mr. Earle Bailie is here, and 
if you would go with Mrs . Klotz , I want you to hear "' 
the story about lira , Earle Bailie and her secretary, 
and wha t our peopl e hnvo done , It ' s just unbelie vabl e . 
So if you 1 l l go IYith her , she'll give 1t to you. 
I 1d like you to listen, because i f that's the way 
the Treasury goes after people - well, I wouldn 1 t 
like the Trea~ry i f I was on the outs i de . If that's 
the way they treat people , I 'll have to a tay 1n the. 
Treasury. Will you g o in wi th Mrs. IO.otzf 

And Mac, if you ' ll ata;r , I ' d like to talk wi th ;rou. 
That ' s all , 

Regraded Unclassified



IIDIOllANDO:.I t ·OR Tile PRESIDI!.UT 
(~ictated over t~lepnone 

by a .~ . Jr t o ~anneeJ 

25 

July 13, 1939. 
3: 10 p. m. 

I t ls my belief that Jesse J ones i s 
going to t est1fy tomorrow in the Senate on 
the sel f-liquida ting program, and I t hink tha t 
it might be wor t h wh!.le for the Pr esident to 
give Jesse Jones a ring, just t o make a hundred 
percent sure th&t ne •s going t o go down the l i ne 
on t nis r&ilro~d equip~ent thi ng, and also make 
sure tnat J esse ' s going to go up tnere tomorrow. 

lio fe r J.l.r . "&llace and llr. -..armocy h&ve done 
very Hell both in the $enute ana in t he House; 
both Yr . N&llace and Yr . ~armody in their testimony 
aid very well. 
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Harrison: Bello, Henry. 

HMJr: 

H: 

H!(Jr: 

How are you? 

Yeah. 

Pat, do I have to worry about that Bhipetead amendment 
reduo1ng my Stabilization Fundt 

H: I don 1 t thi nk so. 

HKJr: 

B: 

H!·lJr: 

R: 

m~Jr: 

H: 

HMJr: 

H: 

ln!Jr: 

H: 

HMJr: 

H: 

HKJr: 

H: 

You don ' tt 

I don't. 

Are you going to lt1nd ot watob itt 

Well , I am watching it. 

You are? 

Yeah. 

Good I 

I -- I don't know whether it ' s going to be offered or 
not. 

Uh- hub. !bey had it on •••••. 

He oame over to me day before yesterday and asked me to 
read the amendment -- no, the day after we olosed the 
hearinge and reported it out ot the Co~~~:~ittee, and eo 
I eent it up -- he wanted to get a report troo t he 
Treasury and see what their views were and I sent it. 
It wae a Yery tine report. 

Yeah. 

And I gaYe it to h1m immediately and I gaYS to Bob 
Wagner yesterday a oopy ot it, eo it -- you know, I 
don 't know tor sure it he ' s going to otter i t . 

• 

Well , I just wanted to tell you that my position publioly 
11 that the ult1ute uee ot th1e Fund should be to re­
tire the GoYernment•e debte. Beet 

Yeah. 
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And 1t Bbou14D' t be uaed tor &D7 other purpoae . 

Vel l, 70u atated that 1n JOUr letter. 

And the President teeh the aame va7. 

Yeah . 

And •• •• • . 

I don't look tor &nJ trouble with t hem. 

Well, I just wondered because ••••.• 

I don't knew 1f even he'll otter 1t. 

All right, air. 

All right, HenrJ. 

Thank you. 

27 

Regraded Unclassified



HHJr: Hello. 

.. . 
I 

Jul7 13, 19)9 
11:25 &.II. 

28 

Operator: Mr. Graves. Go ahead. 

l!lo!Jr: 

Harold 
Graves: 

HHJr: 

G: 

I!J.!Jr: 

G: 

G: 

I!J.!Jr : 

G: 

IDIJr : 

G: 

!D!Jr: 

G: 

!D!Jr: 

G: 

!D!Jr : 

G: 

Hello. 

Hello, Mr. Hor genthau. 

Harold •..... . 

Ye s , eir. 

•••••• Robart Doughten, Congressman, Just lett. 

Yes, sir. 

He tells me t hat Fred Vin e o n came to see hio yesterday 
with tears in hie eye e about hie brother-in-law, Robert 
Dixon, ..... . 

Yes • 

• •. .. • who is in the stamp division a t CoVingt on, Connect 
Kentucky. 

Ya s . 

And tha t he -- h e, Doughton , has been talldng to Schoeneman 
about it. 

Yee. 

And he Just wants me t o look into it t o b e sure that 
J ustice i s done. 

Yes . 

Do you knew about it? 

No, I don't . 

Well, it seems b tellow 18 short $)4oO i n his account and 
they think he f or ged a check; ot herwise nothing . 

Uh- huh. 
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So -- be '• 111 the •tamp 41'f1eion at Oov1~n, ltentuoltr, 
and if (laughs) -- like all thaee tb1nga, when t he)' 
begin to put pressure on ae , I alvara like to look 
in t o them ••••••. 

Yea, air. 

....... lee' 

Yea, air. 

Well, au~poaing you look into 1t yourself and make sure 
t hat juat1oe is done. 

(}: Yea, e1r. Would you l i ke me to give you a report about 
1U 

HllJr: 

(}: 

H}IJr: 

G: 

HJ.!Jr: 

0: 

I:!MJr: 

(}: 

HJ.!Jr: 

Yea, I would. 

Yea, I ' l l do that. 

Did you have a good talk with Mr. Baili e? 

A very nioe talk. 

Tba t ' e good. 

And I promised him t hat I would look into t hat and t hen 
write him a letter and explain Just what the situation 
mar be f ound t o be. 

Fi ne I o. 1!:. 

Yea, e1r. 

'!'hank you. 

(}: You're welcome. Good b)'e. 
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Hello. 

Yea, Mr. Secretary. 

Julr 13, 1939 
11:27 .. ... 

Oongreseman Robert Daughton va s her e . 

Yeah. 

And tried t o sell. me l.a\Ls 1t1 tcht n Who 18 unhaPP1 over 
at the Department ot Juelice . 

Yeah. 

Wel1 ..... .. 

Miles Kitoben? 

Yes . Son ot Claude Kitoh. n. 

All right. 

He ' s a great trial lawrer eays J.lr , Dought en and his 
ther don ' t apprecia te hi m over t here. 

All righ t , do you want me t o look into it tor :rout 

Yeah. 

~ive .rou a report1 

That's right . 

o. ~~:. · 

'l'hank r ou. 

Yeah. 
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July lJ, 1939 
2:28 p . m. 

They' ve sold three million ot t he Home OVner• Loan in 
New York •••• ••• 

Yeah. 

• ••••• • t hat went to the West Ooaat. 

Yeah. 

:n 

And they've got a bid t or two million t our, ~ think 1t 
i e, at 101 -- 102.1, vhioh i s Just hal t way between t he 
bi d and asked. 

From whom? 

It cocee trom Solomon Br others, I believe, which 1e tbe 
tir&t t 1me t hey 've been i n t o r eomet1me, and they kind 
ot want to let it go. They're anx1oue to get thee and 

they aren't available 1n t he market, and it v1ll not in 
any way intertere with the market , t hey say. 

Sold. 

I vas 1nol 1ned to let them have t hem. 

Two million tourt 

Two mlll lon tour , vhi cb mnkee about -- a little over 
tive mill i on dollars tor the day. 

Sell 1t. 

8: 0. K. Thank you. 

.. 
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RR STATEMENT IN SUPPORT OF SELF­
LIQUIDATING PROJECTS BILL 

July 13, 1939. 
3 : 00 P. M. 

Present: 

1'/hite : 

H .~. Jr : 

flhito : 

Gaston: 

Fol ey : 

H. I4 . Jr: 

White: 

Foley : 

H. M. Jr: 

Foley: 

Mr . Ga ston 
Mr. Foley 
Mr. ll!cRe;,nolda 
Mr. White 
Mr. Haaa 
Mr. Duffield 

Do you want to hear a roportT 

Yea. 

Well; our man came back - maybe Kades reported to 
you \Foley) , too - but our man reported tho follow­
ing. He said that 1n the Senate Carmod;r did a 
fai rly good job, but shouted a little too much 1n 
places and got 1n too much of an argument with Taft 
and kind of out-shouted him. 

He won, huh? 

He did win, because Barkley told Kadee - asked Kadee 
to come out 1n the hall and said, "I thought the 
world started on tho third of January, 1939, when 
Taft came into the United States Senate , but Carmody 
just showed him it didn ' t ." He was very pleased. 
Barkley, accordina to our man, thought they d i d 
very well, 

What did Barkley have to do with itT 

He ' a supposed to be a friend or the bill - explained 
tho bill . 

He introduced the bill. His name is on the bi ll. 
It 's the Barkl ey Bill. 

Ia he presiding! 

Wagner is presiding. He ' s a member of the Cc-nmittoe 
and sponsor of the bill. He sees that the witnesses 
arc presented 1n the beat l i ght. 

Adams has become favorable to the bill and was 
effective 1n coming to the support of the portion 
the bill t hat was discussed today, whereas at the 
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prev1oua meeting be bad been in opposition. 

That aounde darn interesting, Har17. 

Well , he waa opposed to the Farm Security portion 
of the bill as presented by Wallace and Baldwin 
yesterday, but today he was favorable . Hayden 
was there and waa l1kowiae effective in supporting 
the bill. 

Apparently 1n the Senate there ia nobody to defend 
the railroad equipment part of it. Nobody aeema 
to know much about it. And they ' re getting two 
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men - J. J . Pelley, President of the Railroad Associa­
tion, and • •• • 

Kelly. 

Pelley. 

Both Kelly and Pelley. 

•••• to oppose the bill. There ought to be some 
witnesses on there for the Government side, 

V~t the hell is tho White Rouse doing to help us 
on this thing? Aro they doina anyth1nlf? I mean I 
get so sick and tired - I mean why don t the7 do 
something about thi s stuff? I can't make Jones go 
up and do it, 

Jones is going on 1n the Senate tomorrow. 

Is be? l!e may be . I understood there was some 
maneuvering. You may have heard this. l!e wants 
to be last. l!e may be after the Secretary. 

He ' s been called for tomorrow and will go down. 

He told me yesterday he wanted to go after me . I 
told him, "Jones , you're going to go up before me." 

You know about that. 

That was yesterday. 

I beard this at noon. ltlaybe it waa a reflection of 
that. 
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Jones wants to be last, after everybody ' s had their 
say. 

One of the Senators - I 1ve forgotten his name - one 
of the Republican Senators said about Jesse Jones, 
whose name was mentioned by Garmody - "Jesse Jones -
well , he came up here , you know, and he kil l ed that 
Mead Bill good and pl enty. " And he implied he was 
going to come up and kill this good and pl enty, 
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I suppose you saw that Walcott, the ranking Republican 
member of the Banking Committee in the House , told 
t he press today that they had enough votes in the 
Committee to keep the hous i ng bi ll from being con­
sidered at this session of Congress , but they didn't 
have enough votes to keep the s pending b i ll from 
coming out; and ho t hought that the Committee would 
report i t out substantially as i t was introduced, 
by a party vot e , Republicans against Democrats . 

Who was that? 

Uolcott of Michigan. 

But he said on the housing bill - he mentioned the 
a bsence of this one man. 

He said that's what Steagall attri butes as the reason 
for putting it over, but he said the reason is that 
Steagall doesn't have the votes and "We've got enoush 
votes to keep it from being cons i dered by the House 
at this session. " And then he wont on to say- of 
course, it ' s already passed the Senate, and next 
win t er they 'll have to t ake i t up again; it won't 
die . 

Jim Farley had lunch with me today. He ' s been t alking 
with Senator Bailey, and Senator Bailey said, "This 
bill will pass; no question about i t. • Bailey says , 
"It ' s all right . " Bailey o r North Carolina says the 
bill is going to go throush. 

Tho reaction in the Senate was very favorable . 

There is opposition to the public roads part, 
Mr. Secretary, principally because of tho attitude 
of the two Connecticut Senators who are members of 
t he Senate Banking Committee, Danaher and ~loney. 
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It ' s a polit i cal situation up i n Connecticut - that 
Merritt Hi ghway, you know, that starts at Stamford 
and runs up through tho State. It ' s a toll highway, 
and people don't like it very well - some of the 
p eopl e up there. 

Yesterday I had Paul Betters in, and Paul Betters 
tol d me that the Mayors • Conference wasn ' t interested 
in anything for Public Works , but what they were 
interested 1n was WPA . He said, "You 'll notice 
that our organi zation hasn 't boon on record 1n favor 
of a grant - an appropriation for PWA grants , either 
t his year or last year. " And he sai d , "This bill 
won't hel p us at all , Ed , because the type of projects 
tha t the citi es could carry out under this bill -
there just aren't enough of t h os e projects . " And 
he was of the impression, Mr. Secretary, that self­
liquidating meant t hat tho projec ts bad to be salt­
liquidati ng in so far a a the munici pali t i es are con­
cerned; by that , he thought that the cost of the 
projectsbad to be returned from sources other than 
taxation . I told h im that wasn' t so, that i t applied 
in s o far - sel f -liqui dating applied only to the 
Federal Government getting its money back. He said 
that t ha t made all the di fference 1n the world , and 
whereas by misconstruction of tho bill they had 
decided t o do nothing , there was goi ng to be a 
mee t ing o f the ~ecutivo Co~ttee tomorrow and he 
thoueht tha t he could ge t tne Executi ve Commi t tee to 
come out 1n favor of it and they ' d have something 
perhaps tomorrow or IJonday 1n support of the bill . 

Vlonderflll . Then 7113 i dea wasn ' t sob ad after all. 

llo , 1t was a good i dea. 

They're silly not to coma out for 1t , whether they 
use i t or not . It ' s so much of a resource on the 
s i de. 

He said from a sound Federal f i nancing point of view 
he thought that these loans •••• 

Are they interested in that t 

Well, h e seemed t o be . 
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In the House, the chief objection seems to center 
around the questioning of tho aelf- 11quidatins 
nature of this . They claim a good deal of it isn't, 
But in the Bouse there doesn 't seem to be anybody 
who knows much about the bill and could explai n it 
nnd support it , 

But they ' re only startins today. It ' s going all 
right . 

It is 1n the Senate , but I don ' t know about •• • • 

It Steagall hol ds hearings tomorrow •••• 

No, they're not going to hold heari.ngs on this • • • • 

VIall , he hasn ' t decided yet. I say if he hol ds 
hearinss tomorrow, C&rmody and JJacDonald will go 
on in the House . 

\'/el l , so f ar, Ed hAs handled the contacts with the 
Hill beautifull y . If it wasn ' t for Ed, I don ' t 
know wha t we'd do , 

Who ' s going to take care or the railway equipment? 

Give Ed a chance to think a bout it . 

Ought to get the president of some poor railroad to 
come down. 

A poo.r railroad. 

Currie called me up this mor ning, llr . Secretary. Ho 
said that he had l eft something w1 t h you t..-o or three 
days ago about the railroads , 

That 's a slight exaggeration. 

I told b1m I badn ' t heard anything about 1t. 

Currie be a witness? 

No, he won ' t , 

He want s to get Eas tman. 
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That's bet tel' , Eastman will stand up, 

All you've got t o do i s ask me - just somebody baa 
t o ask me, and hel'e it i e. Perfect filing system. 

Right on top, 

Right on top. 

The next thing you were going to look at, 

Absolutely. That ' s where all tho things go that 
CUrrie and Vlhite leave. 

~ted July lOth. Today ' a the 13 th. Row DUlY days 
1s tbatT 

He said three days ago, 

It takes a day to get over hel'e , 
of CUrrie's and flh1to 1 s , you can 
COI'ner of my desk, 

Anything you want 
always find on the 

Takes a day to get from the messenger's desk t o the 
Secl'etery ' s desk. That's two days . 

That ' s a conservative estinnte. 

Tba t ' s right . 

And f'l'om now on we add llcRe:ynold 1 s things, too, 
coming f'l'o~ the ~te House. 

Would it be barmf'Ul. or helpful to get Dickinson, of 
the Ameri can LocomotiveT 

Is he sold on i tT 

Dickerman. 

He originally recommended it. 
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They were down hel'o , They liked the i dea, They're 
worried about certain reatul'Os of the shop equi pment. 

They ' re afraid these raill'oada will put equi pment 
in, make their own cars, They want to t ake that 
out of the bill, want to lll&ke it a financing bill 
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rather than a Government acquis i t i on or tho equi p­
mont and l easing, as i t ls now. 

\Voll , if they ' ll just got h im to testify about tho 
need and then shut him up • • •• 

That ' s not likel y . 

That would be against the bill. If they can, why, 
they 'll sound off agai not Government ownerehl p . 

(On V/hl to House phone) General ila tson , pl eaoo . - -
Leave word when he comes in I ' d like to talk to 
him. - - Is Kanneo there? - O, K. - Hello, Kannee . 
A memorandum for tho Presi dent . It is my belief 
that Jesse Jones is going to testify tomorrow i n 
the Senate on thill self- liquidating program, and 
I t hlnk that it miGht be worth while for tho Presi­
dent to give Jesse Jones a ring just to make a 
hundred percent sure that he ' s going to go down 
tho line on t h i s railroad equipment thing, see? 
And al11o make sure tha t Jesse is going to go up 
thoro tomorrow. - - Hello . And on the memorandum 
you mi ght say so far that J.lr , Wallace and Mr . Carmody 
have done very well both in the Senate and 1n the 
House . 

Carmody not in the Bouse yet . 

(On ~/hlte House phone) And that both fuo . r/allace 
and Mr. Carmody in the ir tos t irtony did very well. 
Thank you. 

Is that - what? 

That ' s all right , sure . Only i/allace bas testified 
in the Bouse . You aee , they started ••• • 

I said, "llnllace and Carmody have done wel l in the 
Senate and the Bouse . " 

Come on. All right , gents . 

(V~ite hands H, ll , Jr . draft of proposed s ta tement) 

•wo are f aced with a aimpl o fact . Thank you, e;ontle­
men. Good day. " 

llow' a that! 
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~e are faced with the simple fact that the r esources 
of the nation are not being adequately employed , 
that t here remains a l argo pool of idle men, i dle 
equipment end i dle capitnl • . The Bill bef ore this 
Commit tee is designed to put men to work, to stimu­
late further capi tal investment i n private industry, 
to raise the l evel of business activity, and to 
yi eld permanent benefits to the people of this 
nation. " 

I ' m going to read it through without pi cking words 
or sentences , Barry, see, to cat the i dea. 

"The Sel!'- liqu1dat1ns Projects Act authorizes the 
fol lowing r evolving expenditures: 1 - 2 - 3 - 4 -
5-6. " 

~The Presi dent has estiMated that, of the sums made 
available for the first time by this Act , about 1 
770-million dollars , made up 1n the followins way, 
woul d be spent durins the current f i scal year:" 

You don 1 t tell how many men that would put to \'IOrk. 
V/111 you make a note there . 

It says so 1n the next • ••• 

All right. 

"The program of sel f - liquidating 1nvestnent authorhed 
1n the Act would be financed by the Reconstruction 
P1nance Corporation. The Publ i c Roads Adm1n1strat1on, 
the Public Works AdminiGtration, the Rural Electrifica­
t i on Administration, the Department of Acriculture, 
and the Export- Import Sank - 1n addition to the 
Recons truction Fi nance Corporation - would be operat1"8 
agencies to carry out the purposes of the Act . 

"Specifically the Bill is designed to achieve four 
i mportant objecti ves: 

"1. To give employment i n private industry to at 
least one-half million persona; 

"2 . To stimulate and not compete with private enter­
prise ; 
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"3. To increase the real wealth or the nation; 

"4. To provide additional investment opportunities 
for i dle capi tal. 

"The important thing about this Bill is that i t 
will accompli sh these obJectives without adding to 
the tax burden or to the Federal deb t . In fact the 
opposite is true because with the execution or thi s 
program the national income will be increased and 
the number of persons that need to be supported out 
of publ i c funds will be r educed. 

40 

"I do not wish to contend that the program embodied 
in this Act constitutes a rinal or adequate solution 
of our economic problem, but 1t does constitute a 
realistic approach to that problem. It does repre­
sent a step t owards a grea ter utilization of our 
labor and capital resources within the framewo1•k of 
a sound riscal policy." • 

Would you make a note , Harry - on page 3 there 1a a ' 
possible "S" talking about o. bridge towards eventual 
balancing of the budget . 

1'/e tried several things there - I did - and they all 
seemed more dangerous; but we '11 try i t again. 

Well, put i t down as 5 , will you, try i t again. 

"The benefits of t h i s program are not conrined to the 
fields which are specifi cally mentioned in the Act . 
The increa se of production in these fields will 
resul.t in increased or<!era for materials, equ1pl!l8nt 
and services of all kinds and thereby the stimulus 
will be spread throughout the economy. 

"The Bill does not represent a new fiscal policy. 
Continuously in the last six years we have employed 
the device of guaranteed loans to protect the credit 
structure and t:> promote productive enterprise. " 

Was it six years? The i dea s tarted in ' 32, dldn 't 
itt 

No, but we ' ve been doin& it tbrQU8hout tbie Adminis­
tration. 
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Yea, but Wh:y not sa:y i t started 1n 1932 with the 

creation of the RFCf Di dn ' t i t t 

Yes , and the idea • ••• 

But tor a long time ther e was no i ndirect f inancing, 

was there , Danf 

And they weren ' t i ssuing securities , weren ' t selling 

debentures. 

They sol d their obligations to the Treasury and the 

Treasury sold i ts obligations 1n the mone:y market . 

I don ' t think until this Administrat ion the:y started 

oolling dil•ect. 

r/hat happened to Danf 

He said he had a group up there that be 1d have to 

dismiss , e nd come back; didn't real i ze he ' d have to 

be down bore so long. 

"The resul ts have been highl:y beneficial and hlgbl:r 

encouragi ng. Through this method we have saved 

farms and homes f r om foreclosure and lowered interest 

retes enough to 1!18ke the gr eat difference between 

solvency and 1nsolvenc:y. Through i t we have given 

assistance to railroads, banks and a wide range of 

pri vate i ndustr:y . 1"/e have given assi stance to States, 

t o localit i e s o.nct to other publi c corporations through 

which they have been able t o proceed with beneficial 

and essential p rojects t ot• the welfare of clthona 

at inter est coots wh i ch have made the projects sound 

and feasible . The record is a good one . It i s a 

re~ord of a sound investment underwriting busi ness 

which would not have been done i f tho Federal Govern­

ment had not done it." 

I like tha t . 

~t is proposed •• •• " 

Has Currie worked on t his? 

Currie read i t over. Be didn 1 t have much t ime . He 

gave one or two suggestions, sai d he liked i t as a 

whole. 
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"l'lha t i s proposed now i s merely an extension of 
this proved method to a somewhat broader field . 
The extensi on, however , i a important . It may 
well turn out to mark a tranaiti on poi nt in the 
public f i nances . If we oan substitute wi th the 
same benefi cisl results on the l evel or nati onal 
income the employment of self- l i qu i dati ng l oans 
in place of outright government expendi tures we 
shall have made a great atop f orward i n sol ving 
both our economic and our fiscal p robl em on a 
sound business basis . " 

Don 1 t want to say anything about looking forward 
to balancing the budget? 
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I thoUGht that was probably going a little too far . 
It points 1n thet direction. 

I see. 

"It is idle to say that without some such substitute 
we can hope soon to reduce gove~ent expenditures 
drast i cally. Those who assume that we could do that 
without the most devastating effects on business are 
probably i gnorant of tho true facts of t he s i tuati on. " 

Barry's got a little stuff in here for trading pur­
poses. 

I stand by that sentence . 

You've got a lot of stuff in here for trading pur­
poses. 

"Few peopl e reali~e the extent to which basic indus­
t ries are dependent upon the activi t i es of government 
and government- financed projects for sustaining their 
l evel of product i on. " 

Rave you also got a copy, Harry, the way you think 
I 1m going to gi ve i t? It would save me a lot of time . 
Why not - doubl e - bookkeeping - have double speeches . 
One, the kind you ' d like me to give , and the other , 
the way you know I 1m going to gi ve i t . 

I don't think you 1re going to change it very much. 
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Be very helpful, don 1 t you think, Edt 

Save time. 

\'lear and tear. 

"Almost one-half t he construction now being carried 
on in the United St ates is government- owned or 
government - f inanced. More than one-half the cement 
produced in the United States waa used in Federal­
financed pro jects and over 40 percent of t he struc­
tural steel . The provi sions of this Bill will still 
fUrther increase act i vity in those basic industr ies . • 

Do you think that ' s good? You don't t hink they 'll 
rebut on me on that? 

That quest i on about the proporti on? 

Yes . 

Well , no; it has ito dangers . George and Herbert 
both thought that it might mean that we ' re going 
too much i nto pri vate i ndus try. 

\':ell, I •• •• 

I don ' t know. 
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This other l aJ18Uage above here t hat you think is 
going too far was int roduced so as to be abl e to use 
your statement about half the constructi on coste, 
because I think without sayin& that i t ' s very 
danger ous to throw that out, that core than half 
the construction now going on i s Feder al construction. 

"The method followed i n thi s Bi ll r epresent s i n 
essence a substi tuti on of contingent liabilit i e s 
of gove rnment guaranteed obligations f or di rec t 
obligati ons of t he government, a subs t itu tion of 
sel f - liquidat ing undertakings in ~lace of public 
wor ks f inanced out of the budge t , 

Isn't that worthy of t wo sen tences, to make i t 
s t and out? 

"This distinction is not mer el y a bookkeeping one, 
a s has o f ten been mistakenly supposed, but i s very 
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soundly based. In the case of budget e xpenditures 
the servi cing or the debts crea ted to finance them 
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is met out of gener a l t ax revenues . Taxes mus t be 
re l i ed upon i n order t o pay the int erest and the 
pr i nci pal on these obliga t i ons . In tbe case of 
se l f - l i qui dating loans , however, such as are incurred 
by the government in t h i s Bi ll, the i nterest and 
amorti zati on payments are met wit h t he earnings on 
the investment. Only i f t ho revenues yi el ded by 
the i nvestments a re insuff i cient to mee t loan coste , 
i s the government called upon to make good ~Y 
defi ci ency out of the budget , The Act speci fically 
i~poses upon t~e Reconstruction Finance Corporation 
as well as upon each operating agency the duty to 
under take only such proj ects and to make only such 
loans as wi~l repay the ~1 amount invested plus 
interest sufficient to reimburse the government 
for the cost of borrowing. 

"Thi s Bill appli es in the realm of publ i c enterpriee 
the i dentical principles followed by, large cot~orationo 
in the field of private enterpri se . ' ' 

Wonderful! 

"The question has already boon rai sed whether the 
projects invol ved are self- l i quidat ing. I do not 
wish to predi ct that the government wi ll suffer no 
loss on any of the various feat ures of this program, 
but I know that these projects have been very care-
fully selected with the intention of choosi~ sound 
investments which have a high probabili ty of repay­
ment . Dozens of other projects totalling ~ 
bi l l ions of dollars were e l iminated 1n prel iminary 
studi es e i ther because they were not enti rely self­
liqu1dat1ng or because they invol ved some confl i ct 
with private enterpri se. The record of collections 
by our l endi ng agencies has been extremely good and 
i t i s my cons i dered opinion that t he risk of lose 
under the pr esent Act i e ve ry s mall and that even 
under c i rcums t ances much worse thnn VIe now antici pate 
the l oss would be a mere fract ion of the amount l ent . " 

I ' l l argue about that , 

"Aa I see it the Sel f - l i qui da ting Projects Act of 
1939 will succeed in putti .ng hundreds of t housands 
of men and billions or private c.ap i tal t o work wi th 
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ve ry small gove rnment adminiatrative expendi tures. 

"To insure that Congress be kept fully informed on 
the sel f - liqui dating position of this pr ogr am, the 
Act provi des tha t tho Secr e tary of tho Tr easury 
nncl ths Federal Lonn Admini strator shall make an 
annual appraisal of tho assets acqui r ed by the 
vnrious operating ngenciea and that they shall 
request f rom Congress an appropri ation sufficient 
to make up fo1• any l os sea wh i ch lliBY have been in­
curred . It is pl anned, however , that all obl i e;atlons 
incurred for the flnnnein~ of the projec ted invest­
ments shall be liquidated f rom the proceeds of these 
invc~tments , and not from ~he ~overnnent 's genera l 
tax revenues . I t is cJ<pected that all money pai d 
out under this Act will be r epai d to the Federal 
Governnen t throu:h toll and other h i Ghr.ay r evenues , 
through rencal~ on railroad equipment, and throuGh 
the repayment o f public r~orks , rural clectrif i ca t i on, 
farm tenancy ancl fore i £n trade loans . 

"Tho f1nancinc of the ool f - liqui dn tinc projects would 
requi re the sal e of . 2 , 700, 000 , 000 of s overnment 
gua1•anteed obl i cntlonn . Tho mos t recent i ssue of 
five -year notes i s now selli~ to yield about G/10 
percent interest , which rn~e is f ar bel ow t he maJ<imum 
stated in the Bill . The y i el d on the l ongest t erm 
Uni ted States obli~ations is now 2 . 3 percent . It 
is ray opinion that this volume o f' securiti es can 
be sold to the puol i c wi thout dit~turbinc the money 
!'UU'ket fot• e ither privute capi l al or for· the non:w.l 
needs of zovernmen t duri~ enauln~ : i scnl y6ars . 

"This Bill emi>odies anoth"r <listinctive p:-inci ple . 
It provides that the II'AXlmliDI inter est rate \Thich 
::d.;ht be charsed by any oporatine ar;cncy or loans 
under this proe ram should be limi ted to the hi~hest 
yield on the longest term direct or indirect ou l1ea­
t ions of the United States then outstanding. 

45 

"The interest r llte on l onc;- torm loans ami i nvest­
ments pl ays a very importnnt role in mo1ern economic 
lif e . It r egul ates tho uae of capital. l'lhen buslnaea 
activi~y i s hi gh and when funds are scar-ce , it is 
t he function o f interest rn tea to put brakes on 
i nvestment and t o r estrict employment to only the 
most necessary uses . \,hon , on the other hand, 
business activity and the volume of i nvestments are 
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low and when there are large pool s of idle savings, 
then the fUncti on of int erest rates is to expand 
profi table investment opportuni ties. " 

But i t hasn't worked that way. 

That ' s what the next page oays . 

"But , 1n order for the interest rate to function, 
i t i s necessary to increase ita elasticity; i t is 
necessa.ry to make the rates l ess •sticky ' - l ess 
rig id. In previous decades the degree of f l exi bility 
per~tted under these conditions, thou&n confined 1n 
the main to short- term borrowing, was adequate for 
the purpose at hand. The pro!>l Ol!l is now d i fferent . 
There a re two factors present whi ch make i t i mpossi ble 
for changes in the interest rate to ope r ate auto­
matically and with compl ete effect. 

"In the f irs t pl ace •••• " 

( Bell ro turns) 

I ' m just reading i t through once , Dan. Ther e are 
t wo drafts , Dan. There is one that Harry lfould 
like to have me llive , and one be thinks I am going 
to give . r;e •re going to have double bookkeeping and 
doubl e drafts f r om now on. Tbls is Harry ' s draft . 
Then he fishes one out of h i s pocket and be knows 
that ' s the one I•m going to accept. That way it 
saves everybody a lot of heartbreak, and he has the 
pl easure of reading the \"Illite draft i'irs t . 

Got the reen one underneath. 

"In t he f i rst place • • •• 11 

You r emember the time we did these projects and 
you said you bad i t all typed - what I would take. 
You let me sweat fo1• three hours . 

We had less time than we have now. 

Vlbat a man! 

"In the f1rst place, the d i eturbed world situat ion 
increases economic uncer tainty to the point where 

, 
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investors are reluctant to place much of their 
!'uods at long term in specific enterprises at the 
low rates of interest justified by the fundamental 
economic f orces of supply and demand. 

"In the second place , tho practice and tradition 
of the long-term money market bas set up artif icial 
barriers between the lo~ and abort term markets 
which are unimportant during times of higb business 
activity but which become an important deterrent to 
investment during periods of low business activity. " 

Oeorge, all this interest rate stuff - I ' d like 
both Larry Seltzer and Re1U7 liurphy to take a look 
at this . 

All right . 

"The Government is able to borroYI at extremely low 
rates both on lone and short term beco.use i t has 
succeeded in brenking through the artificial barrier 
between the l ong and the short term money market . 
In tbnes like the present i t therefore becomes the 
eovurnment ' s function to ac t as a catalytic agent 
to bring together investors who are willing to l end 
their savings at low rates of interest and the 
borro.,ers who are able and willing to employ funds 
for productive purposes provided the int erest rates 
are made low enough to jus tify such investment. 

"This Administration has made great progress in 
bringing the m&.rket rates of interest down to 
reasonable l e vels. The oost important successes 
have been in connection wit h l oans to farmer s and 
to home owners and for purposes of residential and 
business construction and non-federal publi c works . 
This progress , however , hae not been enough and i t 
1a m:1 opinion that the timo has now come to take the 
next step forward , that of sel ecting specific invest­
ments which should be given the advantage of an 
interest rate low enough to a ssure their being under­
token. A low rate of Interest if effectively 
utilized constitutes one of tho most potent weapons 
our economic system has developed for stimulating 
business activity. 

• 
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"It is this principle • • • • • 

Did you get this on tho tel ephone f rom Mayna rd Koynea? 

NOJ I think he ' d probably agree with it, 

"It is this pri nciple whi ch 1e impli ci t in the Bill 
before you. The government is bri nging together 
i dle funds and borrowers who are unable to borrow 
under existing circumstances . It does more than 
that . It creates the additional incentive for the 
l enders to l end and for the borrowers to borrow by 
giving the s tamp o f approva l and administrat i ve 
assi stance to the development which would otherwise 
recain unexploited. 

"Another f eature of thi s Bill is that it exercises 
s r ea t care in confininc; ita projects to those whi ch 
will not interfere with pri vate enterprise , Each 
i tem of investment has been carefull y scanned, 
l~ny projects totalling many billions of dollars 
were eliminated in preliminary surveys because 
there "as some possibili ty that they might conflict 
with private enterpri se . 

"One element of the pros rrun in particular i s desi gned 
to stimulate production and create employment i n 
perhaps the most depressed or all the cap i tal goods 
industries, railr oad equi pment. Through suppl ementing 
the present loaning powers o f the Reconstruction 
Finance Corporation, the government will be in a 
position to enabl e the rail roads of the country to 
a cquire new rolling stock and machine shop equi p-
ment on terms and cond i t i ons ne ve r available here­
t of ore. Here again, the purpose i s to aid ra ther 
than to compete with pri vate enterprise . 

" I would like to say one word with regard t o the 
appropriateness of t his progrlllll at thi s time . 11e 
must not forget that we are in a period which i s 
most unusual in world h istory. The worl d has 
ne i ther peace nor war , It i s i mmersed in a period 
or international political uncer tainty characteri zed 
by stupendous expenditures on unproductive mili tary 
expendi tures . It i s a peri od in which the inter­
national economic relationships of the United States 
are being prevented r r om attai ning their full 
measure of recovery because of the lack of tree 
excha.nee with which t o conduc t; international trade, 
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the lack of purchasing power on the part of the 
people of the world with which to buy the products 
which the United States could export, and through 
the general distortion of the world's economic 
systems because or the fear and expectancy or a 
world cataclysm. It is hopeless to expect that 
private industry unaided can overcome such handi­
caps. It is fUt ile to await the restoration or 
that degree of international peace and security 

<9 

and sani ty which is essential to a high l evel or 
domesti c and foreign trade and economic progress. 
Under these circumstances we muat seek within the 
framework of our institutions and within the require­
ments of sound f iscal policy to u t ilize to the 
fUllest extent possi ble the resources of the govern­
mont to overcome the difficulties or our epoch." 

This is swell. This has got to cooa at the beginning, 
too. 

"In a country with enormous potentiali t i es and with 
the populBtion rBpid ly marching towards the 150 ' 
million mark thoro is ample possibility for the 
Federal Government to supplement private enterprise 
by promoting investment of ~3 billions 1n self­
liquidating projects . 

"In contrast with other important nations of the 
world we are still in t ho fortunate position of 
having the opportunity of utilizing the government 
credit for the purpose of financing productive 
investments instead of spending billions on the 
unproductive m1.11tary expenditures . " . 

Well , Harry, my general criticism of the thing -
it' s good- there are certain things which I'm not 
sure that I'd like to sny, see? !low, who's had 
a chance to start to study this , Bnybody? 

Uell, Harbert and Gena and George have been over 
it . 

Well , Harbert , let's say •• •• 

They have some suggestions. 

What I'd like to say is - I ' d like to bring your 
end up to the beginning. I mean "For the following 
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reasons this is why I'm for this program. • You see! 

I tried it first that way. I can try i t again. It 
seemed to be a little more effecti ve to cl ose on 
that note and to f irst appear as though you're 
handling t his as Secretary of the Treasury. "These 
are the. , • • " 

No, if you don ' t mind. 

I'll try the other way again. 

I'd vory much like t o have the introduction: 
to these condi t i ons , I think such and such a 
is necessary . " 

lie can l'!ove it up. 

":Ue 
program 

I ' d l ike to very much . I mean I 1 ve got to have a 
r eason f or wanting to do t his, and the r eason l s at 
the end . 

Well , that ' s one reason . I thi nk there are several 
other reasons that are p robably stronger at the 
beginning . 

Wel l , you don't give me any . •.:ell, if you don ' t 
mind, I ' d like to have that perorati on at the beg in­
ning, huh? 

We '11 put i t the re a nd see how you like it. 

It can very well go r1ght in af t er the f irst para­
groph. 

Well - and I don't think we are faced with a si~le 
fact. I don't like that as an opening sent ence . 

I'd like to see a simple opening sentence t o the 
effect that "I appear before you toda~ 1n support 
of s . so and so, Self -liquidating •• • • 

Yea . And, Harry, this introduction - "We are faced 
w1 th the simple fact that the resources of tho 
nation are not bei ng adequately employed, that 
there remains •••• " -do you liko that& for me to 
say • • ••• a large pool of 1dle men •••• ? 

~0 

... 
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Cut out the word "simple . • 

I mean "that there remai.na a lar~e pool of i dl e men, 
idle equi pment and idle capital , Sounds like 
A. A. Berle. Did you crib itT 

!lot intenti onally. 

Haven't I got any conservatives left around beret 

All gone , 

"All gone," says he, waving at Mao, 

\'/hew boyl Did you hear I took Mr, Farley in Mac's 
office to show ~ tho lily? 

And they had to go behind tho screen to find it , 

They ' ve l eft one by one. 

'l'hat story is halt way Around VIAshinBton alreAdy, 
t.<.ao . 

\'/hat , the lily? 

No, the lily . 

Fnrley going to see itY 

Bow about saying "The r esources of the nation are 
not being a~oquatoly empl oyed. There is a large 
pool of idle men •••• " . and eo forth, 

I see, you want to cut out "l:e are faced with the 
fact that , • Sounds a little too much as though 
war was going to be declared . 

I don't like it as an introductory sent ence, 

I think the same idea could be worked over, 

I don 't like that introductory • • •• 

Littl e l ess dramatic. 

I ' d like to see this thing as ain - oh , if i t isn ' t -
1e 8 : 30 too ea.rly, tomorrow mornina - quarter of nine? 
I 'll be here at 8:30, anywa,-, tomorrow morning. 
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Ie that too early for you (Bell)T 

Isn't t oo early for me. 

Jus t go on - could you follows take a crack at 
thatf It isn' t me talking there, damn i t , and 
I'd like the end f irst, Har~. 

"The President has ostimetod that , of the suma 
made a vailable •••• "- that ' s all right. 

Gene was of the opinion that you mi ght not want 
to repeat this part about tho self- liquidating 
portion; since you are coming last, they may 
have heard enough about the details, I don ' t know. 
I kind of think i t should be there, because i t 
gives a kind of over - all Secretary of the Treasury 
a ttitude toward it , explaining the financial 
aspects or i t , 

52 

You mean this thing, "'rho program of Self- liquidating 
• •' e II ' 

I don't feel very strongly about i t , Mr . Secretary . 
It just occurred to me thoy may have heard it rour 
or five timoa . 

I don't think i t makes much di fference. ~bat he is 
saying i s really intended as a f ootnote . 

Uoll, I meant the two lists - see , the list or how 
much is included and the list of how much i s going 
to be spent durin{\ the current fiscal year , I 
thout;ht perbaps they would have hoard that enough. 
But I think it ' s all right , because you ' re coming 
last and summarizing. 

I think that part i s all right . Only two pages , 

I d on't object to it, 

"Specifically the Bill 1s designed to achieve four 
i mportant object i ves: 

"1 , To give employment in private industry to at 
l east one-half million porsona; •••• " 
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\"lou1d you say "To give direct employment •t 

Well, aome of t h ia i a i ndi rect. 

I fli ah people wou1d abou t as I go alona. Mac, 
hnve you got anythinat 

53 

Seems t o me i t tells a pretty good story. I like i t . 

"2. To stimul ate and not compete with private enter­
prise; 

"3. To increase the real wealth of the nation; 

"4. To provide additional investment opportunities 
f or i dle capi tal. 

"The important thing abou t this Bill i s that it 
will accomplish these objectives without adding to 
the tax burden or to the Federal debt . In fact 
the opposi te i s true because with the executi on of 
thi s program the national income ••• • " - I don ' t like 
that sentence . I like " • ••• tho number of persona 
thll t need to be supported out of public funds will 
be reduced." 

Wo can - you don • t - we can leave out "In fact the 
opposite is true boca use ••• • " You can say "\':ith tho 
execut i on of this program the national income w111 
be increased •.•• " 

Yea , that ' s better, 

Yes . 

Instead of "executi on, " "the carrying out . " 

"Carrying out . " 

"Carrr,1ng out. " Cut out "In fact the opposite 1a 
true . ' 

"Carrying out this program ••• • " 

• • • • • will increase the national income ••• • • 

Yes . 
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" •• • • and will reduce the number of persona that 
nead to be supported out or public funds.• 

54 

"I do not wish to contend that the program embodied 
in this Act constitutes a final or adequate solution 
or our econondc problem, but it does constitute a 
reali stic approach to that problem. It does repre­
sent a step t owards a greater utilization of our 
l abor and capital l'eaourees within the framework of 
a sound f iscal policy. " 

Tho second sentence of that paragraph worries me a 
little bit, because it aeems to imply - I mean it 
can be takon to J:lean tho t this "stop towards a 
greater utilization or our labor and capi tal resources 
within the framework or a aoUlld fiscal policy" -
there can be read i .nto that all or the t heory that 
we should utilize our national resources by much 
greater government borrowing and investments , 
that Ytbol e over- savlnge •••• 

Well, where is that? 

That 1 s in the paragraph on the top of page 4. 

Why not stop with "resou r ces"? 

You mean "It does repreeent a a top towards a greater 
utilization ••• • " 

I don ' t . ~nk it ' s particularly objectionable . 

What do you think, Dan? 

Woul dn ' t 1t be ju:~t at< atrong to stop at "capi tal 
r esources"? 

The thought in 'lff1 mind, 1f you did, Dan - 1t would 
be just like any other government expendi ture program. 
This way, the di rrerence between tb:l.s program •••• 

I don ' t see what the objection is. 

The objection is that thia 1a the sort or language 
which i s trequontly usod to justify the argument 
that the government should borrow the i dle aavinga 
of the country because we now have a stagnant 
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private econo~ which cannot absorb our over-savings . 

But you ' re just saying the opposi te . 

I don't think you are , 

You ' re sayi ng "utiliz&tion of our labor and capital 
r esources within the framework of a sound fiscal 
policy. " 

Tho sound fiscal policy , in Lauch Currie • s ·mind, 1s 
ono which will a bsorb these over- savings and put them 
to work. 

You coul d state i t in terms of putting !!!en to 110rk 
and l eave out the capital part . 

You ' ve either got to leave the whole sentence out or 
put it in, because tho d i s tinc tive feature in thi s 
1s that you believe you are putting men to v;ork and 
capital t o work without any infringements upon vlhat 
is regarded as a so\U".d fiscn l policy - not what 
Lauch Currie regards as a sound fiscal policy, but 
what peopl e in genornl regard as sound f iscal policy, 
Ylh1ch means not increasing the defi cit. 

!.ty only objection to that statement is quite the 
opposite of Gene ' s . The contrast it may convey ­
the implication that what we have done so far is 
unsound f i scal policy. 

Tba t 1 s co:-e pertinent , I thir.k. 

Le t ' s l eave that sentence out . I t hink the statement 
that i t does constitute a r ealistic a pproach to that 
p robl em is p l enty, Let 's l oavo that sentence out. 

"The benefits of t hi s prozram are not confined to 
the f ields which are speci f i cally mentioned i n the 
Act . The increase of production •• • • 11 - oh, I think 
tha~- I think you coul d l eave that Ylhol e next 
paragraph out. 

You mean beginning with •• • • 

"The benefits of this progrnm are not confined. • • •" 
I mean that 's tho Ickes argument . 

... 
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Leave out that paragraph beg inning with "The 
benefita •••• " 

Yea , that whole paragraph. I mean that - what? 

Vloll , II!Uch of that 1e noeded - won't be needed if 
~ou leave out the part about - that ' s all right ; 
yes , this can go on. 

Then i t ' s all right . I like tho next. All rightt 
You peopl e can have a rebuttal at me, but I mean 
I'm going - I 1m going to go fa irly fast . You can 
crack a t me i 1' you want to. 

56 

"The Bill doea not represent a new fiscal policy. 
Continuously in the last six years we have employed 
the device of guaranteed loans to protect the credit 
structure and to pr omote producti ve enterprise . 
The results have been h ighly benefi cial and highly 
encouraging. Through th!s me thod we have saved 
farms and homes from foreclosure and lowered intereot 
ra tes enough to make the gr eat di fference between ' 
solvency and i nsolvency , Through it we have given 
assistance to 1• ailroads , be.nka and a •tide r ange of 
private industry. VIe have (liven assistance to States , 
to localities and to other public corporations through 
which they have been abl e to proceed with beneficial 
and essential projects for the welfare of ci tizens 
at interest costs whi ch h~ve made the pro j ects sound 
and feasible. The record is a good ·one. It is a 
record of a sound investment underwriting business 
which would no t have "&eon do.ne 1f the Federal Govern­
ment bad not done it." 

Now, as far as I am concerned, down to the middle of 
page 5 , it ' s all right with me , 

Herbert wrote tha t page and the next one. 

Down to the middle of page 5 i t ' s all right with me. 

I think your ob j ection begins on page 6 . 

Are we all right to the middle of page 5, gentst 

"17hat is proposed now is mere ly an extension of 
thia proved method to a somewha t broader field . 
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The extension, however , is important. It may 
well turn out to mark a transition point in the 
public f inances . If we can substi tute with the 
same beneficial results on the level of national 
income the employment of self- liquidating loans 
in place or outright government expenditures • ••• • 
What does that mean - "It we can substitute with 
the same beneficial results on the level or 
national income •••• " 

Beneficial r esults on the level. 

I don't - straighten that sent ence out, Harry. 
I mean - what you cean is that it's going to 
increase it, don 't yout 

Tba t •a Herbert •s. I th.1nk that 1 s what he meant . 

Do you mind - t hat sentence there - "If we can 
substitute with the ssme beneficial results •• • • • ­
I'd like that clsr1fied. I•m not going to stop 
now. 

VIe can just cut out "on the l evel of national .in­
come" and make it "If we can substitute with the 
same beneficial results the empl oyment of sel f ­
liquidating •••• " 

It 1s the beneficial r eeul t e to t he national income, 
isn 't itt 

11ell, something. It i sn't quite cl ear. 

" • • •• in place of outright governmen t expendi tures 
we shall have made a great step forward 1n solving 
both our economi c and our f i scal problem on a sound 
business basis . " 

I like the thought . It has to be clarified a lit tle 
bit, bubt 

Yes , the sentence is a little bit complicated. 

All right, gonta . I •m doing t his thing a little 
bit diff erently this time. I•m going to do i t a 
little bit quicker and a little - I 1m positive , I 
toll you qui ckly what I like and what I don ' t like . 
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"It is i dle to say that without some aueh substitute 
we can hope soon to reduce gove.--ent expenditures 
drastically. • 

"It i s idle to say that • • •• " 

That ' s where the objection ccmes. 

What? 

Is there where your objection beginaT 

Now, wo migllt turn tha_t around in thel'e and say that 
through such a program we may be o.ble to mo.Jce sub­
stt>.ntial l:'educt1ona in government expenditures - wo 
cay be able later to make substantial reductions in 

government expenditures . 

I 1d l i ke the whole paragraph out . 

This is all on top of 9 billion dollars. 

Tho i dea that you 'IIQnted to get in • • •• 

I know, I know • 

• •• • -about how much we are spending, and I think 
i t's a very dangerous i dea . 

I ' d leave that whole paragraph out. tben I say thi s 
is a fiscal approach on a sound business basis, I 1 ve 
said tho whole thing. 

In that case, I don't th1nl< we want that balf the 
cement • ••. 

Give it back to them. 

Give i t back to me. 

There goes the steel industry. 

It ' • all right , George . That i dea was mine. You 
gave me what I wanted, and i t 1 a in the back of t:r:1 

brain it aooe day I want to use it. 

I t ' s useful 1n£ormntion. 

sa 
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Yes . Top of page ? , 

"The method followed in this 8111 represents in 
essence a substitut ion of contingent liabili ties 
of government guat•anteed ob l1gatione for direct 
obligations of the goverrunent , a substi tution • • •• " 
Do you have to go into this lons explanation? 
l'iha t do you think, Dan? 

1'/e can - it can be shortened . 

Dan, thi s page ? - this i a in 70ur field . 

I don ' t like this very well . It ' s stated a little 
diffe r ently than it waa 1n this f irst draft . 

I think you could say all thoro is in that f i rst 
sentence by sayins "'l'he method followed 1n this 
Bill represents • •• • " - drop do1m to the fourth 
line - " •••• a substitution of self- l iquidating 
undertal!1Jl6S 1n place of publi c works financed 
out o f the budge t . " 

You cnn say "in p lnce of public Ylorks f 1nnnced out 
of the d irect p\lblle debt obligations ." 
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Dan, would ¥,OU help them rewrite page? . Put after 
this thin(; 'Bell" - on paco ? . Vlhn t? 

I don 1 t know how far you want to ~;o on a mat tor or 
this kind , but your repayments a1-e just as good 
coninG back and beinc nppli ed to .the public debt 
as they are in boi nc a pplied on contingent liabilities, 
and I think it ' s o lit t l e far- retched t o say that . 

I don 1 t know who thor I wnn t to say i t . 

The r e is a fundamental difference between meet1ns 
obligations out o f the genoral t ax r evenue and 
meeting them out of tho revonue produced by the 
undertald.ng. 

You won ' t be meeting them out of general tax revenuo . 
You ' d be meeting them out of repayments . . 

Thllt ' s what you would be doing under this Bill. 

That ' s what you ' d do if you kept them in the budget . 

.. 
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That isn't the contrast he' a setting up. 
contrast is between public works in which 
is no return, no self- liquidating return, 
these self- liqui dating roturna . 

That doesn't say this . 

The 
there 
and 

The difference between self-liquidating public 
works and ordinary public works • • • • 

He's contrasting here ordinary free roads and 
public buildings with these self-liquidating things. 

Dan, I'd like you to take time, when I ge t through -
I put down on page 7 "Bell." All risht? 

Well, I misinterpreted it. If that's the • •• • 

I really - when I'm through, I want you to go in 
someone 1 s room and stick to this thing, go through 
and get it for tomorrow morning. 

£0 

• 
"This Bill applies in the realm of public enterprise 
the identical princi plee followed b' l arge corporations 
in the field of private enterprise. 

Now, do you explain that or do you just stick that 
sentence in? 

That sentence can come out. 

I think it sticks out like a sore thumb. 

Yes . 

I suppose what you mean is that you borrow the money 
and write it off over a period of years - life of 
the corporation, life of the project . 

That ' s what I meant initially, and it was going to 
go out until Herbert thought it might be interpreted 
to mean the principle we are following is that of 
not i nvesting in any project unless it will yield 
an adequate return. But since there are two inter­
pretations, it can come out; the sentence is not 
necessary. 

Leave it out, Bar17. 
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Yo a . 

No\1 , page 9, 

Cut out "or because they involved some conflict 
with private enterprise , • because we say that same 
thing later, 
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Thnt 's all r i ght , but this thing hare - Dan, pay 
attention to this - "and billions of private capital 
to work with very small government administrati ve 
expenditures." 

Put your eagl e eye on that , Wac. Alae, put your 
eagle eye on that. Mac and Bell, seaT I just 
wonder whether you want to bri ng that in, because 
I see t~t Glass sai d sooe th1ng - it had to go to 
t he Appropriations Co~ttee on administrat ive 
expenses . I jus t question whether you want to 
bring the t in. • 

I don ' t think it adds any streng th. 

You can take out the whol e sentence beginninG with 
11As I see •.• • " 

Doesn ' t add any strength. 

Somebody 1 s going to have to eXplain that . out she 
coos. 

Or you can just end \11th "work. " 
Self- Liquidating Projects Act of 
in putting hundreds of thousands 
of private capi t al to work . " 

"As I see it, the 
1939 will succeed 
of men nnd billions 

You ' ve said that , I'd lif t out the sentence . 

"To insure that Congress be kept f ully informed on 
the self- liquidating position of this program, thrl 
Act provides ••• ," - oo forth and so on. 

Well now, you've got the i doa we ' ve got to r eport 
this to Congress , which is all right. I think where 
it should go • • • • 

On page 7 , tha t should take care of t he definition 
of what a self-liq·Jidating progr am is. If i t 's 
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taken care of properly on page 7 •••• 

I 1d say 1t "It is planned, however., •• " - that 1 s -
once and I wouldn't say i t again here , 
going to define what a eelf-l1qu1do.ting 

I mean you ' re 
program is, 

Are you talking about the report to Congress now 
or .• .. 

No, I'd stop with • •••• approprio.tion suffi cient to 
make up for a~ losses whi ch may have been incurred," 
Period. Then start in "It i s pl anned , however , that 
all obligations incurred •••• "- you ' re defining a 
self- l i quidating program, ami I'd do that on page 7. 
The sentence beginning "It is p lanned •••• • 

Yea, there is a lit tle duplication there, you mean. 

I'd cut that out here and do it once - correct 
explanation, 

Yes . 

Kill the rest or that . 

I ' d kill the rest or that thing and do it once rund 
do i t on page 7 . 0 . K., gents? 

Uh-huh. 

All right , gents? 

Yes . 

See what I mean? Let's juet do it once, 

" ?be financing o f the self- liquidating projects wotud 
require the sale of ~2 ,700 ,000 ,000 of government 
guaranteed obli gations." 

I think we're throwing ~2 ,700,000 ,000 up 1n their 
race too much. 

You can cut tba t next paragraph out altogether. 

Won't have anything left, 

No, there 's plenty lett. I don ' t want to be 1m­
modest , but all the purpose that I serve in going 
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up there - I, as Secretary of the Treasury, endorse 
thi s program. How, that ' s the whole purpose of ~ 
walking up there. I mean the leas I say the better. 

I 1d say that last sentence some place e l se in it. 

I think there are two othor things that are impor tant 
for you to say. One i s thi a latter part here about 
the world situation, and t he other is the fact - to 
point out t he hope that this is a transition from the 
unbal anced budGet to self- liquidating enterpri se, 

Now, say that again. Now, listen , gentl emen, just 
ge t t hi s , and will you please- that isn't 1n thi s , 
Oo ahead, 

Oh yes , it is; that t hi s prograo represents the hope 
of a transition f rom unbalanced budgets to sel f ­
liquidating enterpri se . 

Tfuer e do you see i t? 

It ' s on page 3 . It isn' t very emphatically stated. 

I ' d like to say that in here three times - three 
times - instead of throwi ng the interest r ate 
around so much. I ' d like to say that - that this 
ie a bri dge - that ' s what I uao; and I ' d l ike to 
say it three times , 

On page 5 - "The ex~snsion, however, is important , 
It l!lllY well turn out to oark a transition point i n 
the public finances . If we can subs titute with the 
eOJ:Ie beneficial results on the nati onal income the 
employment of sel f - liquida ting loans 1n place of 
outri ght government expendi tures we shall have made 
a great step forward in solving both our economic 
and our f iscal problem on a sound business basis." 

We can say "have cons t ructed a bri dge to pass from 
deficits to balanced budcote" if you want to use 
the word "bridge" i n there . 

Yea, and I want to say something else here , and I 
sai d this to Kintner and Alsop - t hat I feel this 
ie a movement in the di rection of - that we can look 
forward that we again wUl l i ve within our means . 

• 
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Yoe, yea. 

Say something like that. 

It ' s the se.me i dea. 

I•d like to say t h i s thing in three different ways 
three times . Now, the interesting thing - Kintner, 
who i s a spender - when I sai d this , be liked it, 
Be liked i t , didn't he! 

Uh- huh. 

I like it because a statement of that pltllosophJ' 
means you ' ll have to do some more of tltla. 

That's all right. 

That's the reason you l ike it, 

I just thought of i t . 

l'lai t a minute , Harry. You moan we agree . 

Yes , otherwise you wouldn ' t make a statement you 
beli eve in it . 

I want to say somewher e 1n hare that through t his 
sort o f thing we are again, over a period of four 
or f ive years - we may look forward to t he time when 
we may again live within our means . 

(Looks very skeptical). 

I know. \'/ell, I'll say thi a , ~· 
concerned - I'm saying th1a with all 
tltls ia the only program that I know 
this about . 

o. K. 

As far as I am 
the sincerity -
tlult will brins 

I was about to aay , this is the road and, "as I see 
it , the only road toward a balanced budget. 
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You explain the setting for that by changing the back, 
putt ing the back up front . 

... 
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Well - and if they go t mean and dirty about !t , 
I'm going to say, "What have you gentlemen done 
here to stop spending the mone~ above the Presi­
dent ' s estimate in hia budget? Incidentally, 
I want t hose f i gures ; I want to know What i t is 
for, approximately. 

And while I 1m on that , Bell i s going to go with 
me, and the people in the room will go with me. 
And then what I ' m going to do is - f or instance , 
if they say, "l'lbat about the self- liquidating ••• • " 
I want ~cDonald there; I want a Rural El ectrifica­
t i on f ellow there; I want a Farm Security man. But 
I want these fellows so that when they call on me 
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for technical knowl edge I can aar , "Now, Mr . llacDonald, 
pl ease answer thi s . Mr. Rural El ectrif i cat ion, please 
answer this . Mr . Baldwin of Farm Securi ty, please 
answer this ." But I haven ' t got t i me t o l earn all 
of that. 

Bal dwin, Foster , Adal'ta and MacDonald. VIe don't need 
anrbodJ f r om Public Works. 

You'll d o that . 

Ylo can do that . They ' d onlr be o. detriment anywar. 

Pl ease, three t i mes - three timos get this thing into 
it. 

Rave RFC for railroads? 

Railroads, Lauch currie. 

Eastman or Lauch currie. 

l'le 'll take Lauch curri e with ua . But I 11allt t o have 
i t 1n here at least throe times that this is a bridge . 
Little Chinese philosophy . 

Well, if you believe that t his program will raise 
the nati onal income sufficientlr to produce tax 
revenues amounting to nino billion and a half dollnro , 
well then, rou ' ve bridged that e;ap between defi cit 
f 1nencing and • • • • 

Be didn't sar that. 
• 

That ' s exactly what rou've got to do. 
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No, that ' e onlr half of it, a pi ece, the unimportant 
piece. What he is oari ng ia that he can substitute 
self- liquidating expenditures which will produce 
the same economic effect for outri ght budget ex­
pendi tures, and reduce rour actual budget expendi tu.res 
within the dimensions of the income rou can count 
upon. 

I'm telling rou that rou're not going to reduce rour 
expenditures below 9 billion dollars , and I ' d bet a 
good dinner on it . 

All right, and I'm afraid, Dan, by the time you can 
aar that you win or l ose , I won ' t have any teeth 
lef t . 

BJ the time I win or lose, rou what Y 

I won't have anr teeth l eft , eo I won' t enjoy the 
d inner. 

I f t his had been the case back at a 6 bill i on dolla r 
l evel , o. K. ; rou ' ve reached 6 billion dol lars in 
your taxes . But • • •• 

The important thing , Danny, 1a whether rou believe 
this makes some progress toward it, i f it does in­
crease the national income somewhat . 

I don ' t - I think i t makes some progress, but I don ' t 
think it will build a bridge until you get 9 bill i on 
dollars in tax revenue. 

Listen, old man, it did this so far, as of today ; it 
s topped a new public works grant program. 

Exactly, and that's what I mean; it will stop further 
budgetary expenditures over and a bove the 9 billion 
dollars , but I don ' t think i t will reduce expendi t ures . 

\'/ell, this is a 10 billion dollar countr;y, Dann;y. 

We • vo got a level fixed , and we never go down; 

\"lho said it was going to reduce thomf 

It sara it in here, You've said it wi ll reduce 
expenditures, One of them did. 
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Doesn't it say we ' ll reduce expenditures on roliefT 

I ' ve got to plead for mercy, today. You fellows 
can do this afterwards , when I go home. 

\'/ell , we 'll fig)lt it out. I •ll probably lose . I'm 
outnumbered. 

NO', you ' re not. 

Of course , what we've been saying he ro is what I 
oaid in the rest of page 6 that you cut out . 

Well , all rig)lt . 

Put 1t back, with a br1dge . 

This is tho only way we cnn cut government expendi­
tures . 

Well, anyway ••• • 

I thoug)lt we ' d juot cut out the tnil-end of it. 

"Tho financing of the self-liquidating projects 
would require the sale • ••• " - do you want to say 
this here? - "?he f 1nancin6 of s elf- liquida t ing •• ••• • 

Well , I 1 d like to se t this sentence in here : "It 
is·my opinion that this volume of securiti es can be 

sold to the public without disturbing the money 
market •• • • • I think that's necessary. · 

I thi nk that can be put in some place else juot ns 
effectively as here. 

Just that sentence, just that one. 

I 1d like to l eave out the 1ntereet rate. 

K1nd of startling - 6/lOtbs of a percent a year , huh? 

It ' s amazing. Now, this interest rate can be cut 
down. I tried to make a lot of it. 

I know, I asked you to. But i t ' s too much. cut i t 
1n about halt. I 1111 not going to try to edit the 
interest rate. cut i t 1n half, will you - the 
interest rate stutf. 

, 
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Yea . 

Oh, you can almos t cut i t to a third, 

And then I want to go over and r e -examine thi s 
ques tion of " the practi ce and tradi t ion of t he 
l ong- term money market baa so t up artif i cial 
barri ers between the l ong ~d tihort term mar ke t s 
which are un1mportant • • • • " I don't know whether 
anybody g ives a damn about that . 

'l'ha t 1 s part of the interest thing. 

Let Larry Sel tzer take a l ook a t this , George. 

l/e 1ll cut i t down first , then l et him look at it, 

Let Larry and Henry Murphy take a look at it, But 
I think that coul d be cut to a third. 

68 

Now, top of page 14. ' 

"This Admi.nistration ho.s mode great progress in ... 
bringing the market rates of int erest down to 
reasonabl e l evels." That ' s o.ll r i ght. 

Thi s stuff is good from the top of page 14 on, 

Yes , that 's good. 

WbatT 

Yes , that 's good. 

Top of page 14 - that ' s good. That 's all good. 
I like that . 

"It is this principle wh i ch is implicit in the Bill 
befo~ you, The government i s bringing together 
idl e fUnds and borrowere who are unable to borrow 
under exi sting ci rcums t ances . It doee more than 
that. It createe tho add itional incentive f or tho 
l enders to lend and for t he borrowers to borrow by 
g ivi ng the s tamp of approva l and admi.ni strative 
assi s t ance to the development which would otherwise 
remain unexploi tod, " 

I think that ' a all to tho good. 
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I think t hat this next - this priva te capital and 
el1minatina sturt' - I t hink t ha t nex t paragraph -
we 've said that enough. 

I was just about to aay, that ' s been said before. 

Yea, it ' s l i ke - oh I think - I 1m cuttina out the 
pa r agraph "Another fea ture of t his Bill • • •• w I 
think we ' ve said •••• 

The l as t sentence i n that pr eceding paragr aph -
t hey mich t ask you why you haven 1 t got boom time a . 

1'11'11 not ? 

l'.'hy 11e have n 1 t got booa timea. 

l'le say that i n the f r ont - on account of t he war 
hanging ove r the whole Ttorld . 

Thi s ought t o be closer. If you ' re §oing to keep 
in the pa r agraph on top o f page 14 , A low ra t e 
of i nter est i f ef fective l y utilized consti tut es 
one of the most po t ent weapons our economic sys tem 
has deve loped for s timul a t i ng business activity " -
I suppose you can hang your hat on 11i f effectivel y 
utili zed," 

llo , i t i s one of the moat potent weapons . 

You ' ve got a l ow rate of inte r est . 

That sh011's nono of the other weapons ls very good. 

I t hink the whole paper ends with the f J.rst para­
graph on page 15 - " ••• • which would otherwise remain 
unexpl oi ted." I t h1nk that ' s tho end of i t . That ' s 
a good concl usion. Then we pick up on page 16 -
"I would like t o say one word with regard to the 
appr oprJ.a teness of thi s program at t h i s t ime" -
tha t all goes ove r to page l . 

es 

May I just - 't>ne e l ement of t he program l n particula r 
i s designed to stimul ate • ••• • I don' t thi nk I want 
to singl e i t out an.d say aomot hinG for the l'll1lroada • 

I just put that i n because curr ie sa i d somebody ' s 
got t o say aooe t h1ng for it. It ' s a lost baby, 

.... 
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I mean I don't want to single that out. 

Well then, the last part we 're bringing - going 
to bring up to th~ beginning, 

It will end ",. , , which would otherwise ro-1n un­
exploited . " 

I think it's a good paper. Is 8 : 30 too earl y 1n 
the morning? 

No , 1t just means we do 1t this afternoon. Y/e can 
do that , 

Do it this what? 

Do the revision this afternoon. 

We haven't got time, 

Be wants to get i t ou t or the way . 

I ' ve got from 8 : 30 until 10 , and I do the banking 
thing , which takes half an hour. We can be at our 
best tomorrow morning. 

1'/hy can 't we work on i t right now? 

You ' re goi ng to. 

Pretty certain you won' t go tomorrow, i sn't it? 

Yes , I miGht go lo!onda)' . 

I think this 1s all rigbt. 

10 
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Dr~t 2 - 7/13/39 

We a re raced with the simple tact tha t the reeouroea 

or the nation are not being adequately employed, that there 

r~mains a. large pool ot idle men, idle equipment and idle 

o~pi tal. The Bill before this Committee is designed to put 

me n t o work, t o stimulate turther oap1ta1 investment in pri-

vs . e industry, to raise the level or business activity, and 

t~ yie ld permanent benefits t o the people ot this nation. 

The Selt-11qu1da t1ng Projects Act authori zes the f ollow-

ing r evolving expenditures: 

1. 

2 . 
3· 
4. 

5· 

6. 

500 

100 

million dollers t or self-liquida ting h i ghwaY 
improvements; 
milli on dol1&rs tor non-f ederal public ~rks; 
million dollars t or t he lease or railroad 
rolling stock and ehop e auipment; 
million dollars (plus 4o million dollars 
already appropriated) tor rural electrifica tion 
projec ts; 
million dollars (plus not more than 100 million 
dollars already appropri a ted) t or t a c1l itiee 
t or farm tenants, share croppers and ! a rm 
l aborers; 
million dollars (plus 100 million dollars 
a lready a ppropriated) tor the financing ot 
foreign trade . 
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The President baa esti aatsd that , ot the euae made 

available tor the first tiae by tb1a Act, about 770 ail-

lion dollnra, aade up 1n the t ollowlng way, would be spent 

during t he current tlscal year: 

l. 150 a1ll1oo dollars t or h i gbway iiiiJ)rovements; 
2. 150 millioo dollars t o r non-federal public works; 
3.. 100 a1ll1on dollars t o r railroad equipmeot; 
4 20 aillioo dollars t or rural electriticatioo; 
5 .. 250 aillion dolla rs f or the tarm tenant program; 
6 100 million dollars f or the financing of foreign 
trade. 

The program ot self-liquidating investment authorized 

i n the Act would be f inanced by the Reconstruction Fi nance 

Corporation. The Public Roada Administration, the Public 

Worka AdiDi nlatratlon, the Rural Electrificr tlon Adg>l n l stra-

t1on, t he DepertiDent of Agriculture, end the Bxport-IJDport 

Bank in add!tlon to the Reconstruction Finance Corpora-

t ion - - would be operating agencies to carry out t he purposes 

ot the Act. 

Speoltically the Bill i s designed t o achieve t our 1m-

portan t obJectives: 
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1. To g1ve employment in private 1nduatry to at least 

one-halt million persons; 

2 . To stimulate and not oompete with priva t e enter-

prise; 

3· To inore• se the real wealth ot the nation; 

4. To provide additional i nvestment oppOrtunities tor 

i dle oapital. 

The important t h ing about this Bill is that it w111 

accomplish these objectives without adding t o the tax burden 

or to the Federal debt. Iii t ao' 'fte e~pee1ta 1s tPU:e lleoeaee 

with t he exeouti on ot this program t he national income will 

be increased and the number ot persona t hat need to be sup­

ported out ot public funds will be reduced. 

I do not wish t o contend that the program embodied in 

this Aot constitutes a final or adequate solution ot our 

economic problem but 1t does conet1tuta a realistic approach 
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to that problea. (lt ~ieee t epreeen• a whp hwarl• a !PUh» 

u~lliza"tt-on-ctf-"oaz l:aboz and aapitil f810azuea althln ISh; 

r&ra=a· etk of a GOUHd 

The benetlta 

!1elda which 

crease 

tnaiil pol::) 

a program a r e not / i tlned ~the 
ment1ooed 1n ' he Act, !he 1n-

lpment and eerv1 

will be 

The Bill does not represent a new ti seal policy. Con-

tinuously in the last six years we have empl oyed the device 

ot guaranteed loans to protect t he credit structure and to 

promote productive enterprise. The reeulta hBve been h1ghl7 

benet1c1al and highly encouraging. Through t his method we 

hBve saved t arms and homes trom toraolosure and l owered in-

tereat ratee enough t o make the great di f terence between 

solvency and insolvency. Through 1t we have given aea1atanoe 
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to railroada, banka and a wide range ot printe induetr7. 

We have given assistance t o Btatea, t o localities and to 

other public corporati ons t hrough whiah t he7 have been able 

to proceed with benetioial and eeaentia l pro jeote tor the 

welta re ot oiti~ena a t interes t costa whloh haYe made the 

proJects sound and teaaible. The record ia a good one . It 

l s a r ecord ot a sound i nvestmen t underwriting business which 

would not have been done it t he Federal Government had no t 

done i t . 

What is proposed now i s merely an extensi on ot thla 

proved method to a somewhat broader t ield. The extension, 

however, is iaportant. It may well t urn out t o mark a trans-

ition poi nt ln the publlo tlnanoea. It we oan aubstltute 

~lth the same benetloial r esults on t he level ot nttlonal 

income the emplo7ment ot sell-l i quida ting l oans in place ot 

outright government expendlturea we ahall have made a great 
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step torward 1n eolT1ng both our eoonoa1o and our t1sca1 

problem on a eound bue1neee bae1e. 

It 1dle to say that wlthout eome euch 

we soon t o reduce govern~~~ent expend draat1cally. 

Those who e moat 

rant ot 

the true t ao e ot the e1 tuat1on. r ea he the ex-

tent to wh1c upo the ac-

t1v1t1es ot nt-t1nanoed p Jeote tor 

level Almost one halt the 

conetruot1on no being carried on tn the United S ates 11 

government- owned or -t1nanoed. Kore one-hal1' 

the oemen t produo d used 1n Federal-

financed projects etruo ural steel. 

The proT1e1one ot 11 w1ll et1ll turther 1ncr aee 

ao t1T1 ty 1n thoae 1nduetr1ee. 
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The method toll owed in tbie Bill represents i n essence 

8 eub eti tut1on ot contingent liabilitie a ot government 

guaranteed obli gations tor di reot obl i gati ons ot the govern­

ment, a substituti on ot self-liqui da t i ng undertakings i n 

place of public works tlnanced out o f the budget. 'l'hle die-

tincti on 1s not merely a bookkeeping one, as bas often been 

mi stakenly supposed, but is very soundly based. In the case 

of budget expenditures t he servicing of the debts crea ted t o 

f tnenc e them is met out of general tax revenues. Taxes must 

be relied upon in order to pay t he interest and the principa l 

on tll! ae obligations. I n the case of self-liquidating loans, 

however, such as are incurred by th e gover nment in this Bill, 

the i nterest and amortization payments are me t with the earn­

toga on the investment . Only if the r evenuea yielded by t he 

investments are insufficien t to meet loan oosts, is t he 

government called upon to make good any deficiency out ot 
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Finance Corporation aa well aa upon each operating agenor 

the duty t o undertake onl7 such proJects and t o make onlr 

such l oans as will repay the tull .-ount 1nveated plue in-

teres t sufficient to reimburse t he gpvernment t or the coat 

or borrowing. 

I 1 

8111 applies i/ tr e realm of publy enterp)"lre 

the identica rinoiplea followed by large ~fations i n 

Tb 

I 
the fi eld of privaye enterp~se . 

The Question baa already been ra ised whether t he pr o-

Jects i nvolnd are aelt-l1qu1da ting. I do not wlah t o pre-

diet that the government will eutter no loss on any of the 

various features of tbla program but I know that these pro-

Jecte have been very oaretully selected with t he intenti on 

ot choosing sound inveatments which have a high probability 

ot repayment. Do:r:ene ot other proJects totalling atan7 billion• 

ot dollar• were eliminated in preliminary etudies either 
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because t hey were not entirely self-l iQuidating or because 

they i nvolved some conflict with priva te enterprise. The 

record of collections by our lending agenci es has been ex-

tremely good and it is my consi dered opinion that the rialt 

c f l ose under t he present Act is very small and t hat even 

under c ircums t ances much worse t han we now anticipate the 

lose woul d be a me r e fracti on or the amount lent. ( As see 

1 t 'e Selt-l1quid:.t i ng Pr 

in Pu~ng hundreds ot 

prlvo te c 

trative 

b i lli ons or 

governmen t admlnls-

To insure t hat Congress be kept tully 1ntoroed on the 

aelt-l lquld~ting position ot this program, the Act provides 

that t he Secreta ry ot the Treasury and the Federal Loan 

Admini s tra tor shall make an annual appraisal or the assets 

acqui r ed by t he various operating agencies and t hat t heY 
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shall request trom Oongreaa an appropriat ion auttioient to 

make up tor any losaes which may have been incurred.~ It ~· 

planned, however, that all incurred tor t e 

t1:>eno1ng or t he pro j ected vestments shall be quide ted 

rrom t he proceeds o r tb&ae investments, and trom the 

government ' s genera l t ax revenues. It i expected that all 

..oney paid out under this Act will repaid to the Federe l 

Governmen~rough toll and 
through 

equip rental~n railroad 

-oub~ worlts, rural e 

t, and t h rough the repayment or 

ctritica tion, tarm tena.ncy and t or-

eign t rade loans. 

The t1nanc1Dg ot the selt-liquil~ting proj ects 

r equire the sale or $2,700,000, 000 t government 

obli gatione. The moat recent isau of five-ye,r notes ie 

now selling to yield about 6/10 pe cent interest, wh1 rate 

is t a r below the maximum stated in the Bill. The yie d on 

eo 
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the term~~~ 
oe It l e my oplnlon that this volume or seouriti es can 

be sold to t he publi o without disturbi ng t he money market 

tor either private capital or tor t he normal needs or govern-

ment during ensuing fiscal yeare. 

Thle Bill embodies another dlstinotive principle. It 

provides tbet the maximum interes t r 11te which m1gbt be charged 

by any opernting agency or loans under t his program should 

be limited to the h i ghest yield on the longest term direct 

or lndlreot obliga tions of the United States t hen o~tandlng. 

The i nterest ra te on long-term l oans and inves tments 

plays a very important role in modern economic lite. It 

regul a tes the use of capital. When bue1nese activity is hlgb 

and when tunds are scaroe, i t is t he tunotion of interest 

rates t o put brakes on investment and t o restrict employment 

to only the most necessary usee. When, on the other hand, 
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bualneae aotiYitJ and the Tolu .. ot inveetaente are low and 

when there are large poole ot idle eavinge, then the tunotion 

of interest rRtea 1e to expand profitable investment oppor­

tunities. 

But, in order tor the interest rate t o tunotion, it ie 

necessary to increase 1ts elast ioitJ; it ia necessary to malta 

the rates lees •at1oky" --lese rigi d . In pre•ious decadee 

the degr ee or flexi bility permitted under these conditione 

thoubh oont1ned 1n the main to short-term borrowing was ade­

quat e for t he purpose at hand. The problem is now dltterent. 

There are two taotore present which aalte it impossible t or 

changes in the i nterest r a te t o operate aut omati cally and 

with complete etteot. 

In the first place, the disturbed world s ituation in-

creases eoonomio uncertainty t o the point where investors 

are r e luc tant to place much or their tunde at long term 1n 
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8pecific enterprises at the low ratea of interes t Justified 

by t he tundamentu economi c foroee of aupplJ and deJD&Dd. 

In the second place, the practice and tra41ticn of the 

long-term money market has eet up artifioi&l barriers between 

the l ong and short term markets which are unlJDpOrtant durlng 

Umea of high buslness act1Y1ty but which become an 1lllportant 

deter r ent to investment during periods of low business activity. 

The Government is able t o borrow a t extremely l ow r a tes both 

on l ong and Short term because it hae succeeded in breaking 

through the a r tificial barrie r be t l'.'een the l ong and the short 

ter m money market. · In ~mea like the present i t therefore be-

co~~~es t he governJilent' s tu.nction to act as o. catalytic agent 

to br i ng together investors who a re will ing t o lend t he ir 

savings a t low rate s of interest and the borrowers who are 

ebl e and will ing to employ funds t or productiYS purpose• pro­

Vided t he intereet rates are made low enough t o Justif)' euch 

inveet~~ent. 
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This Admin1 strs.tion baa Jllflde great progress in bringing 

t he ltll'r ket rates of interes t down to reasonable le vels. '!'he 

most important euoceeses have been in oonneot i on with loans 

t o r~rmers and t o home o~nera and t or purposes ot residential 

· nd ousine ee cons t ructi on and non-federal publ ic wor ks. Thie 

rogrees, however, has not been enough and it i s my opinion 

l.h~ t t he time has now come to take the next step forward, 

thr t of Aeleoting s pecific investments which should be gl. ven 

the advantage ot an interest r ate low enough to assure their 

being unde r taken. A low r e te of interest it effectively 

utill:ted conati tutea one of t he mos t potent weapons our eco-

nomlo system has developed tor stimulating business activity. 

It is thla principle which is l mpl lclt i n the Bill before 

you. The government i s bringing together idle tunds and bor­

rowers who are unabl e to borrow under existing circumstances. 

It dose more than tha t . It creates the additi onal incentive 
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tor the lenders to lend and t o r Ule borrower• to borrow bJ' 

giving t he atup ot a.pprovu and adm1n1etra.t1n aee1atance 

to the develop~aent wbidl would otbe rw1ae rell&in unexploi ted. 

ca re 

~other feature ot t~ Bill 

1n cont1n1ng 1te projects to 

exercises gr~t 

thor wb io will not 1A er-

' rere ,1 tb private enterpr.l.sf. 

been carefully ,6a.nned. 

Ea.ob tea ot 1 Ye staent k e 
1ll1ona 

ot dol l llrs were el11111nated 

I I 
there ~as aome poSB1b1l1 ty 

entr.l.ae. va te 

One el ement ~ tbe program in part1cul«fJ'1e des1gne 

st1111Ule.te produlc,ion and create emplo7ment 1' perhaps 

depreeaed or al the 

ment. Tbrou supplement! the present 

tbe Reoone t ru Corporation, be gove 

r1-

to 

IDOSt 

equip-

ot 

be in a poei ,ion to enable the ra1lroa ot the ountry to 
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and 111aoh~ ehop 

/ 
and conditions n ret tore. 

pur pose is to aid rather than to 

pr 18e. 

I would like to say one word w1 th regard to the appropriate-

neu or th is progre.ID at this t1me. We mus t not forget that 

• e e re i n a period which is most unueual in world his tory. 

The world baa neither peace nor war . It is immersed in a 

ee r 1od or international politi c al uncertainty c haracterized 

by stupendous expenditures on unproductive military expend1-

t uree . It i s a period in which t l:e interna tional economic 

relation ships o r tbe United sta tes a re being prevented troa 

a ttaini ng the ir tull measure or recovery because or the laok 

of tree exchange with wh ich t o conduct international trade, 

the lack ot purohas1ng power on the part of the people of 

tbe world wi tb whic:h to buy t he products which the United 
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s tatu could export and through the general 41etort1oD o:f 

~e world 1 a eoonom1c ayatema becauee o:f the tear and ex­

pectancy ot a world oatacl7aa. I t ie hopeleas to expect 

tha t privt> te industry unaided can overcome 111oh handicaps. 

It l s :futile to &walt the restoration ot that degree of inter­

na t ional peace and securit;y and aanit7 which l a eaaenti&l. to 

a hiftl level of domestic and foreign trade and economic progre ... 

Under the ae circumstances we mus t seelt within tha framework 

of our institutions and within t he requirements ot sound 

fiscal policy to utlllze t o tbe :ful le s t extent possible the 

resources ot the gowmmant to overcome tha d1 t ticult1ee of 

our epoch. 

In a country with enormous potentialitias and with tha 

population rapidly marching towards tha 150 m1111on lll&rk there 

:• ample poea1b111ty for t he Federal Government t o eunplement 

private enterprise by promoting inves tment ot $3 billions ln 

aelt-li qu1dat1ng projects. 
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In contrast with other iaportant na tiona ot the world 

, 8 1 re still in the fortunate poei tion ot having the oppor­

tunHy ot ut1lizing the government credit tor the purpose 

of r1neno1ng productive investment s i ns tead of spending bil­

lions on the unproducti ve mllltary expendlturee. 
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.Aaciou lllbaeay, B«rlia, OerMAy 

.J'Dly 13, 1938. 10 a.a. 

ass 

The follewia, 1e ooaf1dDUala 

A repree .. tat1~• of the .Aaer10&a Standstill Oo.­

m1ttee at pree811t 111. Berl111. wae asked by German banks 

to pera1t thea to uUUae, for th4l fiii.&II.OiDg of eh1pamte 

to Sp&111. of .Aaer1o&D. ootto11, oert&1n dollar 1111.ee of 

are41t wh1oh 1111.der the 8tanclst111 Agreu811.t han to be 

kept op•• Apparctly the request was agreed to 111. 

prillc1ple by the .Aaer1o&ll. Standstill Oo.U ttee. 

The Gel"II&Jl 'ball.ltere would Ulldoubteclly, in malt1Dg 

th .. e credit Unee a~&1lable to the Spanish Gonrnaent 

or SpUiell banks, "charge a rate of interest higher tb&ll. 

that stahcl there111. to pay the .Aaer1oan banks - a :5 

peroell.t rate. There are indications, boe~er, that 

aa148 tro. the b&nk111.g prot1 t tbe Gerllan Oonrnast 1e 

111.ter88te4 111 ha~iq ita own banks take an eot1~• 

part 111 tae 11.ew Sp&1a' e tracle and fiii.&II.Oill.l• 

x:xu. 

&I.:Lft 
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RB St ATEMEll'l' IN SUPPORT 0!? SELP­
LIQIIIDATINO Pir>JEC'l'S BILL 

Jul:r 14, 19~9. 
a:ro A. 11. 

Present: 

H.M. Jr: 

l!D.as : 

Gas ton: 

H. ll . Jr: 

Ga3ton: 

R. I.! . Jr: 

Sell: 

Gaston: 

llr. Oaaton 
llr. Pole:r 
Mr . Bell 
Mr. Dutfleld 
Mr. White 
lolr. Haaa 

Who 's got the cop;rf 

Harry 's got it. 

Bo has the orig inal . Hero ' s my carbon. 

Supposing somebody troul d a tart reading it. £very­
body happy about itt 

Yeo, I think i t ' s pretty go~ . 

You hapP)" , Danf 

(Nods affirmatively). 

Some sli&bt duplication. 

"I ao appearing before you 1n support of s. 2759, 
the Self-liquidating Projects Act of 1939 . 

"the Bill before your Committee ie desi gned to 
utilize idle resources . Ita purpose is to put to 
work men, materials and funds not now being employed. 
It is intended to stimulate further capi tal invest­
ment 1n private industry, to raise the l evel of 
business activity and to yield permanent benefits 
to the people of this Nation. 
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F .~ . Jr : 
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"This program seema to me to be particularly 
appropriate at thie time. Wo must not for get 
tha t we are in a period which 1s most unusual 

lOB 

i n world history. The world has neither peace 
nor wnr . It i s a period of international poli t­
i cal uncertai nty characterized by stupendous 
expendi tures f or unproductive military purposes . 
International economic relationships are d is­
organized by t he lack of free exchange with which 
to conduct nornal world commerce. Our trade 
surfers from the lack or purchasing power on the 
part of the peopl e of the world with ~ich to buy 
t he products wh~cb the United States could ~~ort 
and from the general d istorti on or the world' s 
economc systems because or' the rear end expectancy 
or a world catacl ysm." 

~Y I just say - it's a thouont ; I won ' t try to 
put it 1n very good English. Tho thou£)lt I mean 
is that erter the various countries have spent 
their money 1n armaments , there isn ' t much l eft 
to buy peace-tL~e goods from uo . r~ot do you t~? 

easton: Yes . 

: .• t.~ . Jr: 

n!)ton: 

I . U. Jr: 

_aston: 

:t . !!. Jr: 

llano : 

Gaston: 

1'/ho.t? \ThAt do you think or tl'.D.t? 

Yes . 

Because that ' s the fact . 

~. e could put 1t ri&ht 1n here - "International 
econo~c relationships are disorganized by the lack 
o: free exchange with which to conduct normal world 
co~rce" and then say "In addition •••• • 

Well , I don ' t care .. .. 

Wait - d id you have an idea, George? 

I was a l i ttle apprehensive a bout spelling that out 
too carefully. 

~t is hopeless to expect that private i ndus t ry una i ded 
ca n overcome such handi caps . It 1s rutil e to await 
the restoration of that degree of international 
peace and security and sani ty which is essential t o 
a high level of domestic an.d toreign trade end 
econom c progress . " 

• 
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rt . r.!. Jr: 

ao.ston: 

lluff1el d : 

toston: 

l . L . Jr : 

<.oeton: 

H. M. Jr: 

r.oston: 

li . JJ. Jr: 

1··n1te: 

Coston: 

- ~ -
Do you say "It is hopeless to expect•t 

"It is hopeless to expect that pri vat e industry 
una~ded can overcome such handi caps.• 

109 

I'd like to cut that sentence, because i t worries 
me a l i ttle bit , and the next one aaya practically 
the same t hing . 

Let ' s do that. 

I don ' t l ike that . 

CUt out that sentence "It i s hopel ess •••• • Then "It 
is £utile to await tho restorati on of that degree 
of international peace nnd security and sanity which 
i s essenti a l to a high level of domest i c and forei gn 
trade and economic progress . Under these ci rcumatances 
we aust seek within the f ramework of our insti tutions 
and w1 thin the requirements of sound fiscal policy to 
utilize to the fullest ex t ent possibl e the resources 
of the Government to overcome the dif ficulties of ' 
our epoch. 

"In a country with enormous potentialit i es and with 
tho populati on rapidly marchi ng towards the 1 50 mill ion 
mark there is amP1e possibility for tho Federal 
Government to supplement private enterpri se by pro­
moting investment i n sel f - liqui dating projects. • 

There is ample what? 

" •••• there i s ampl e posaiblli ty fo1• tho Federo.l 
Government to supplement • ••• • 

(\'Illite comes in) 

Have you got the origi nal, Harry? Oood morning. 

Good mom1ng. 

"In contrast with other important nations of the 
world we are still in tho fortunate position of 
having the opportunity of utilizing t he Government 
credit for constructive purposes instead of devot ing 
billions to unproductive mili tary expenditures ,• 
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Duffield : 

H.J.!. Jr: 
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Middle of page 2 . 

I think I ' l l go back, i.f you don ' t mind, as long 
as I ' ve got a copy. 

"I Qlll appearing ba.fore you 1n support o.f s . 2759 , 
the Sel .f-liqu1dating Pro j ects Act of 1939 . 

: 10 

"The Bill before your Committee 18 desi gned t o 
utilize idle resources , Ita purpone i s to put to 
work men, materials and fund a not now being employed . " 

flhat does t hls - "Ita purpose i s to put to work men •••• " 

.,U"l'ie ld : ~ton to work. 

~. an tor. : "Its purpose i s to put to work ~:en, materials and 
.f'unds • ••• " 

ii . !,!. Jr : 

Gut on: 

H.L.Jr : 

Caoton : 

h. !.!. Jr: 

Oh, I see - "put to work men . " Don 1 t want to say 
"put men to vrork"? 

I see - "put to Vlork men, materiels and funds not 
now being empl oyed. It is intended to stimul ate 
!'nrther capi tal investment in private industry, to 
ruiae the l e vel of bus1neoa n otivlty end to yield 
pe1-manont benefits to the people of this Na tl.on." 

I lilte that . 'l'hat 1a much better . It sui t s me better . 

"This program seems t o me t o be parti cularly appro­
priate at this time. " 

I don' t like tbe word "appropriate. • Can 1 t we say 
"This progr am seems to 1.'18 parti cularly til:tely"? I 
prefer "timely" to "appropriate ." 

Anybody object to that? 

tlo , it ' s - i .f r,ou say "timely" you have to cut out 
"at this time.' 

Yes . 

" • • • • parti cularl y needed nt t his time" or "partioulnrly 
timely"? 

o. K. Anybody love the word "appropriate"? 
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~ell: 

L'lltrie ld: 

_aston : 

~ . . ... . Jr: 
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I thouS)lt it was all r i ght. 

All right , leave it there , All right , leave i t 
there . 

"VIe must not f'orget that wo are i n a period which 
1a moot unusual in world his tory, The world has 
neither peace nor war , It ie a period of' inter­
national poli tical uncertainty characteri zed by 
stupendous expendi tures !'or unproductive military 
purposes . Internati onal economic relationships are 
dieorganized by the lack of free exchange with which 
to conduct normal world commerce. OUr trade suffers 
from the lack of purchasing power on t he pe.rt of the 
people of the world with which to buy the products 
which the United States could export and rro:n the 
general distortion of tho world's oconom1c systems 
because of the rear and expectancy of a world 
cataclysm. " 

I think that's swell , I think that ' s SYiell. 

Could you cut out that "which" - ""hich the United 
States coul d export ." You 1 ve got two "whiches" there 
right together. I don ' t know whether 1t sounds well 
in reading. 

You read it a ll right . It looko long and compli cated 
to me, but you r ead it all right. That ' s the test . 

You could cut out that "which" and sa:r "the products' 
tho United States could export.• 

In the next sentence I want to leave out, Harry - · 
leave out that sentence "It ia hopeless to expect •••• • 

Then "It is rutile to await the restoration of that 
degree of international peace and securit:r and san1t;r 
which i s essential to a h i gh level of domesti c and 
foreign trade and economic progress . Under these 
ci rcumstances we must seek within the tramework of 
our institutions and within the requirements or sound 
f i scal poli c:r to utilize to the fullest extent possible 
the resources of the Govel'lll!lent to o11ercome the diffi­
culties of our epoch. " 

• • • • • of our epoch" or "of th i s epoch"? 
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Duffield: 

a. u. Jrs 

ilhite : 

H, !l, Jr: 

Du1'C1eld: 

Gaston: 

&. Jt . Jr : 

Bell: 

H.M.Jr: 

Du1' f1e ld: 

H. II, Jrs 

Gaston: 

"OUr. " 

Why "our8 T 

This ia our a. 

- 6 -

Wall, it ian ' t only oura . 

It 'a thoira , too, huhf 

I would prefer to say "this age." 

(Foley comes in) 

Good moming. 

112 

No, I don 't like this. • , ••• d i ffi culties of thi s • • • • "­
just change the word from "our" to "this, n will 
youf 

• •••• ove rcome some or our difficultiea"? 

No - "to overcome the difficulties of this epoch." 
That ' s all r i ght. I just don't Ylant it "our. " 
It'll give me a word or two anyway, 

"In a country with enormous potentialities and with 
the population rapi dly marching towards the 150 
mill i on mark there is ample possibility for the 
Feder al Government to s upplement private enterprise 
by promoting investment in self-liqui dating projects , " 

I think this is a swell statement. How long were 
you tellowa here? 

6 : :50. 

Is that allf 

"The President has eat1mated that , of the sums made 
available tor the first t ime by this Bill, about 
770 million dollars , made up 1n the following way ••• • • 

w ••• • the auma made available •• • • " 

• • • • • t hat , or the s~ made available ror the first 
time •••• • 
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!l ,Jl, Jr: 

Du.tr1eld: 
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(las ton : 
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Gaston: 
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Sell : 

Gaston: 

Y. . M. Jr : 

"'ell: 

Gaston: 

ooll : 

H. LI, Jr: 
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What do you mean "for the first time"t 

There are acme of them that are transferred, you 
know, l.tr. Secretary. 

I don't like that . Is that clear to you, Dant 

It means that out of the authorization created 1n 
the Bill, there's about 770 million dollars we 're 
goi[18 to spend in the current year. 

Can 1 t you say "of the new sums made available by 
this Bi ll"Y 

I Just think we could l eave out "for the f irs t time . " 
Say •or the sums made available by t his Bill." 

I don't like "for the f i rst time. • Dan? 

That isn't strictly accurate . I think what you can 
do - the President has estimated - you can say a bout 
800 million , and i t will take in not only that , but 
a hundred million transferred. 

To say "of the sums made available by t his Bill" is 
Just the same as sayi.ng "made availabl e fot• the f irst 
time by this Bill." 

That i sn ' t strictl y accurate e i t he r , because there' s 
140 mill i on dollars made available by this Bill under 
t h i s Bill, transfe rred from other prograos to this 
Bill. 

Bow would i t be accurate? 

It ' e accurate the way i t ' s stated - •ror the f i rst 
time .• The President sai d i n hie le tter tha t these 
were i n addition to other funds made available. 

You could say "additional sums made available by this 
Bill. " 

You could say "of the additional sums made available 
by this Bill." 

That ' s all right. I don't like "for the first time, " 
that's all. All right , gents? 

, 
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"The program of self-liqui dating investment 
authorized in the Bill would be financed through 
the Reconstruction Finance Corporation. The 

: 14 

Public Roads Administration , the Public l'lorka 
Administration, tbe Rural Electrification Adminis­
tration, tbe Department of Agriculture, and the 
I:!Xport- Import Bank - in addition to the Reconstruction 
Finance Corporat i on - woul d be operating agencies to 
carry out the purposes of the Act . " 

I woul d say " tbe operating aeenci es to carry out the 
purposes of this Act woul d be •••• • See? It would 
be the same as the sent ence before , if you br~ tha t 
up forr.srd. You say "The progr am of self- liquicatilli: 
investment authorized in the Bill would be financed 
through tbe Reconstruction Finance Corporation." And 
I ' d any "':'be operatiJ\8 aeenci ea to carry out t he 
purposes of the Act would be •••• " At l east, it ~es 
the t wo sentences read the aamo . 

Do you want to say "detailed purposes of the. Act"? 
After all , the Public Roads is under a Federa l l':orks 
Administrat or. 

It goes direct through them; doe on 1 t go throueh the 
other, 

Yea, i t does . There i s a provi s i on 1n the end of 
the Bill that says i t doesn ' t chanee the reorganization, 
i t goes through t he A~nistrator . 

'i.'ha t ' s the point ? 

I don ' t think 1t 1s important • 

We want t o mention the sub-divi s ions of the new 
agenci es that ha ve been set up. 

Question of mentioning t hom? 

Ae a mat t er of fact, tho authorization~ are made 
direct to t hem, not made to the agencies . 

'l'hoae agencies are listed here in t hi s paragraph 
just as they are lis ted in t be Bill. 

What ' s vour objection to say ing "The operating agencies 
are .... " and then listing them? 
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Bell: 

H. ll. Jr: 
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!!ell : 

\.bite: 

Bell : 
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H.U. Jr: 

Caston: 
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That they are a breakdown or t he l ending agency 
and the works agency . 

I think i t ' s good. Do you mean it ' e inaccurate? 

llo , no , I don't think i t ' s inaccurate. 

Do you mind sayi llg i t the way I d o? "The operating 
agttnc1es are • ••• " 

"Speci f ically the Bill 1a desi gned to a chi eve four 
important objectives: 

i n private 
"l . To g ive employment/industry to a t l eas t one-half 
milli on persons; 

"2. To s timulate and not co111pete wit.h private enter­
prise ; 

113 . To increase the real wealth or the nation; 

"4 . To provide additional i nvostment opportunities 
for idl e capi t a l . 

"The important thing about this Bill i s that i t will 
accomplish its ob jectives without adding to the tax 
burden or t o the debt of the Federal Gove~ent . " 

That ' s the f i rst bridge . 

That ' s all right. This 1a important. 

Better to put - d i dn't we put "Federal" before "tax 
burden"? 

Well, we changed it. 

Oh yes - "tax burden or to the ¥'ederal debt. • 

\/ant to say "public debt"? 

I think i t ' s a l ittle more pr ecise t o say "public 
debt ." 

All right. Toat •s what you ' re ( Bell) here for . 

What ' s that! 

Regraded Unclassified



wtriel d : 

Gnston: 
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"Public debt . • 

llo, "the publi c debt of the Federal Government. • 

\'/hat other kind of o. debt 1e there? 

Contingent . 

No , tho.t ' s not the comparison. tie have public and 
privo.te. The contingent debt is not the antithes is 
of the public debt. 

HIU\t do, you call the contineent debt? 

It ' s o. contingent debt . 

Of who? 

It ' s a contingent deb t of the Federo.l Government . 
It ' s a contingent obligation. 

I just thou&nt of the Secretary beinn o.sked the 
question "1/h&t i s t his debt you nre creating, it 
not of the Federal Government?" 

~~Y isn' t a contincent debt juo t as publ i c as a 
di rect obl i gation, i f i t ' s o. deb t? 

It i sn ' t a question or t~hat the word means . It ' s a 
question of thA off icio.l designation of t hose 
securities we list on the publi c debt statement. 

Gentl emen, would it be cood Enelish to make tha t 
"The Bill, therefore, consti tutes ••• , " - to make 
that a separate paragraph? 

llo , that would be all riGht · 

Woul d you mAke that a little short paro.graph! \"ibatT 

Ther e ' s a question that migh t bo asked, Mr. Secretary , 
when you say " the funds neoded to support . • • •" 

I can't hear you, George . 

They may ask you o. quoeticn wi th regard to ~is 
statement that " tho number of persons that need to 
be supported out of public tunds will be reduced. " 

.. 
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iaston: 
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They m1£ht ask you if you ' r e going to use relief 
labor on these projects . 

\/he. t 1 s the answer? 

I don ' t think i t ' s contemplated . 

!lot as such. I f any re l1e r lo.bor cnn ••.• 

:n 

' .. '}u;t we hope i s that t h is will ~ive jobs to men and 
cut •lown the rel i ef rolls . 

I had another question on thi s phra3c, whethe r tllis 
500 thousand is in a ddition to t~e increment tha t 
yo•• expect in tho work! n force , .:he tho r t :us reall)' 
will brinz a net reduction. 

Udoesn ' t say i t will r educe unemploynent . It says 
in effoct that 1t Vlill r ivo employment . 

It ::n;rs " the number or personG that need to be 
supportt>d ou t of public f und s will be r educed . " 

11111 be r educed f r oM whu t. 1 t would have been. That •s 
implic it ln whe.t you sny above in the specifi c 
obj ectives , You don 't sny i t will J•educe tmemploymont , 
you say i t wil l z ivo employment. 

or course, t lli s one sen tcmce - i t l oolts as thoueh r.e 
had solved ever-Jthi~. I menn i t almost r eads - i t ' s 
klmost too good . " •.•• a ccomplish i ts objectives 
without a dding to the t ax burden or to the debt of 
the Federal Govor=e nt . !. t t ho saoe t 1.!:!e the national 
incone will be increased and the nunber o f persons 
that need t o be supported out of public funds will 
bo r educed, The Bill, thoreforo , conatitutes a 
real advance t o,ard the c;oal of bri nging our covern­
mental expenditures Ylithin our receipts . " 

I think you hel p that out nnd make i t n closer 
a pproach to accuracy i f you any "The f.rinciple 
embodied in thi s Bill constitutes •.• • ' 

I think so . It ' s almost too glib the way i t is • 

Yea , I think so. 

Viould you put that i n , Harry? 

-

... 
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lncidentall7, I th1nk JOU people will be interested -
Earll! Ba111o na down here and be had a ~ down -
he had Tim Pox down for a couple da7a going into 
this thing, and he studied this thing ver,., ver,. 
cloaelJ, apent a lot of .tlae on it bl.eelt. And 
he aa7a th1a 1a the firat an.wer that he 1a wU11ng 
to accept aa a W&J out in Federal f1Danc1ng, that 
he ia whollJ for it. He aaya this ia the t1rst 
time he 1e seen aDJtbing come out of Washington that 
be will accept looking towards a balanced budget 
end providing work end everything elae. It's very 
interesting. 

I think you ' ll have to cut the "therefore• out. 

no ' a going to proceed to sell it to New York, too. 

No , I don't think so . I don't see why you have to 
cut the "therefore" out. 

Leave it 1n. 

Why "therefore"! I don ' t soe why you need a "there­
fore . " 

The poi nt ia it connects with the sentence immediately 
before, that the national incooe is going to be 
increased. 

It's going to bo e separate paragraph. 

'.l.'hat doesn ' t make any difference. 

I won't argue on words. 

If you leave the " therefore" 1n there , it means 
that the pri.nciple arb as out of those two facta • 
I suppose i t does . 

I suppose it does. If i t doesn ' t , we oughtn ' t to 
have it. It ' a all right eitbar way. 

You tallow• fi~t i t out, but I like that addition 

or "pl'inciple . 

"I do not whh to contend that the program embodied 
1n th1e Bill conet1tutee a f i nal or adequate aolut1on 
ot our econOIIlc probl- but i t doea constitute a 
re&l1atio approach to that pNbl-·" 
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Thi s is what I'd like to say, but I won't: • •• •• the 
f irst realistic •••• •- but I won ' t. 

"The program does not represent a new fiscal policy. 
Continuously in the last six years we have employed 
the device of guaranteed loans to protect the credit 
s tructure and to promote produc tive enterprise . 
The results have been highly benefi cial and hignly 
encouragi ng. Through this method we have saved 
fal'lll4 and homes f rom forecl osure and l owered 
interest rates enough to make the great d i fference 
between solvency and insol vency . Through i t we 
have c;ivon assistance to railrOflds , banks and a 
wide range of private industry . VIe have g iven 
assistance to States , to localities ane to other 
publ i c corporations through which they have been 
able to proceed with beneficial and essential pro­
ject s for the wel fare of citizens at i nterest costs 
whi ch have made the projects sound and feasible . 
The record is a good one . It is a record of a sound 
investmen t underv•riting business which would not 
have been done i f the Federal Government had not 
dono it ." 

Now, I tlllnk that the trouble with th i s thing is, 
you say, "Well, i f this is all good, why do you 
need the other thing? " Don 1 t you mean here that 
the program does not r epresent a new fiscal program? 
I thi.nk what you 1 re - I mean the guaranteeing of 
government bonds doesn ' t represent a new thing , 
but this thing of self-liquidatine i s new. 

\Tell, of course, they ' re not all self- 11qu1datin£ 
in tl1e true sense at all. 

Well then, I don ' t see why this is such a wonderful 
program. 

Thi s is - I think it i s perfectly correct to state 
that this i s merely an extension of something that 
we have been d oing heretofore. 

I rather agree with the Secre tary thoro , and I thi nk 
that can be changed. Instead of sayi ng "The program 
does not r epresent a new f i scal policy , " say 
"The f i scal policy embodied i n thi s progr am does 
not r epresent a departure •• • • • 
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"The fiscal aspects of the pr ogram •• • • • 

You ' re not talking a bout the sel f -li quidating 
nature of the program hero . Tha t ' a supposed to 
be the princi ple whi ch you think 1a a way out . 
This other s t atement i s an attempt to approach 
i t f rom another a i de, tho f i scal aspect. 

"Tho f i scal policy embodied •• •• • 

120 

uo •ro not sayi .ng tho program i sn ' t now, we ' re just 
saying i t doesn' t represent a new fiscal policy. 
That ' s what you ' re sa}'lng. 

But 1t does give greater emphas i s to the fiscal 
policy than would be tho case •••• 

"The f i scal poli O}' embodied in this program would 
not be new. • 

Uow di d somebody say thatt 

"The fiscal pol ioy embodi ed in this program i s not 
new. " 

Leave i t that way, would you, gentlement 

Unfortunately, we use "embodied" shortly before. 

Use the word "1ncorpora~od . " 

"~plOJed" would be better. 

Anytbing. How, how would it read, gentlemen? 

"The f i scal poli cy employed 1n t hh program is 
not now." 

All rie;ht . 

"VIhat is proposed now i s merel y an extension of 
thia proved method to a somewhat b roader f i eld. 
Tho oxteneion, however, 1e important. " 

Look here, Ha.rry, what you ' re talki ng about 1s 
guaranteed bonds , aren't youf 
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In this part here. 

Wall , you don ' t say it in that paragraph. Merely 
an extension of Whatt 

Of the device. 

or this proved fiscal method. 

~~t is itT You keep talki.ng about it. 

:21 

" •••• we bave employed the device of guaranteed loans 
to protect the credit structure and to promote 
productive enterprise . " l'le ' r"' going to extend 1t 
to this fiel d , 

Whero do you say thntT 

In the paragraph you jus t loft. 

I ' d repeat it . irhere aro you reading? 

Mine doesn't correspond to yours , but the sentence 
junt before - the sentence following "new f i scal 
policy. " It rends "Continuounly in the l ast six 
years we have employed the device of guaranteed 
loans • ••• " fie 1 ve used "employed 11 twice . 

I di dn ' t see the words "guaranteed loans . " That ' s 
what I was l ooking for . 

Have to get another word for "empl oyed. " 

Yes - "incorporated. " 

That ' s all right. I was looking for "guaranteed 
loo.na . " 

"The extension, however, i s important. It may ~~11 
turn out to mark a transition point in the public 
f 1nancos . If we can substitute self-liquidating 
i nvestments in place of outright Government expendi ­
tures with no less benerioial effects on national 
income, we shall have made a gr oat step t oward 
brid61ns the gap between revenue and oxpend1t ures, • 

I think I'm a little bit t roubled a bout that . I 
think this i s saying more than you have ever said 
in the past. 

... 
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I'll tell you what bothers me, What bothers you, 
f 1re t t 

You 've never taken the posi tion that expenditures 
have contributed to the national income, have youT 

Don' t think you have, I marked that , too. 

'!: t may well t urn out •••• " - thank you, Harry, I 
mean that sincerely. "It may well turn out to mark 
a transition point in the public finances . • It ' s 
just what I •••• "If we can substitute self- liquidating 
investments in pl ace of outright Government expendi­
tures •••• • - just l eave out "with no less benefi cial 
effects on national income . " Just leave out "with 
no less •.•• " 

Yea . 

That 's a ll. I was coming to it . I saw something 
rang a red bell. 

"It may well turn out to mark a tro.ns1t1on point in 
the public finance s . If we can substitu te self­
liquidating inves tments in pl ace of outright Govern­
ment expenditures we shall have mRde a great step 
tov1ard bridging the gap between revenue and expendi­
tures." 

That ' s all right. 

"This distinction between salt-liquidating invest­
menta and non- recoverable expenditures i s not merel y 
a bookkeeping one , but i s very soundly based. • 

t~t do you mean by "non-recoverable expendituree"t 

~e wanted an anti thesis for a sel f - liqui dating in­
vestment. A self- liqui dating investment i s one 
which obviously yields a return in recoverablee, and 
tho only one thing we could think or that would be 
the opposite phrase i s "non-rocovorable expenditures. n 

Is that a s rnntT 

Yes. You don ' t get i t back. 
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Or an expenditure on a publi c purpose . 

Or an expenditure on a public purpose from whiCh 
there ia no income. 

It ' s been used right along in r eports on public 
expenditures. 

All ri£lbt . 

" In the case of non- recoverabl e expendi tures the 
servici ne of the debts created to f inance them 
mu3t be met out of general tax r evenues . In the 
case of self-liquidat ing loans, however, such as 
ore proposed in this Bill , the interest and amor­
t i zation paycents are met out or the earnings on 
the investment . Only if the revenues yiel ded by 
tho investments are insuff i c i ent to ~eet loan 
costs , i s the Governcent called upon to make good 
any defi ci ency out or general revenues . The Bill 
imposes upon the Reconstruction Finance Corporation 
as well as upon each operotlng aeency the duty t o 
undertake only such projects and to make only such ' 
lonna as will repay the full amount invested plus 
interest sufficient to rei mburse tho Government for 
the cost of borrowing. " 

There is a •.•. 

!low, wai t a minute - "· ••• inter • st suffi cient t o 
reimburse the Government • • • • " A r on 1 t you going t o 
have any amortization? How do you get the capital 
back? 

It will repay the full amount invested pl us interest, 
you see . 

In the Bill, I r ecall, is tho word "reasonabl e . " 
I wonder i f that shouldn' t be stated hore . 

" •••• o.s reasonably will repay • ..• u 

Yoa . 

I s that "here the "reasona ble" comes? 

I •m no t sure that i t comes there. 

Check it. 
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Yes . 

Wbat 1 s that! 

"Reasonable expectation,• 

"Beasonable expectation. " 

Where 1a that , gentlemenf 

Tho sentence you were reading. 

"The Bill imposes upon • • • • • - where was itt 

Just put the word "reasonablr." That makes a lot 
of d ifference. 

WArba it isn' t import ant. It's in the Bill. 

It is r eally important , but I don't knorr whether it 
i s important to put here . 

It ' s important in the Bill, but I don 't know •• • • 

" ... , can be reasonnbly expected t o repay ... . " 
That ' s the l anguage of the Bill . 

Or "as will on the whole , " i f you want to substitute •••• 

llo , I 1d uso the exact language of the Bill. 

Wel l, we 'll f ix it up. 

Now, I suppose I ' d be over-honest , if that ' s possi ble -
you say "Only i f the r evenues yielded by the invest­
menta a re insut'fici ent to a:eet loan costs , i s the 
Government called upon to make good any deficiency 
out o r general revenuea" - I suppose that 's important , 
putting thD.t 1n. 

You follow that l ater on with this audit , and so 
forth. 

Yes , that's right. 

"I do not wish to predict that the Government will 
suffer no loss on any of the various features of 
this program but I know that these projects have 
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been selected with the intention o r choosing sound 
invos taonts which have a high probability or re­
payment. Other types of proj e ct s tot al ing bill i ons 
of dollars were eliminated i n pr eliminary studi e s 
either because they wore not enti rely self- l i qu i dating 
or because they involved s ome confli ct wi th pri vate 
enterpri se . • 

It seema t o me you can cut ou t t hat "Other types or," 

f/ha t I S that? 

Jus t begin with "projects" - say "Projects totaling 
bi lli ons or dollars were el1m1nated •••• • 

noll, "Other types " - Harbert put that 1n. 

I ' m bothered here by the characterization of the 
i tems on the program as pro jects . They ' re not 
projects at a l l , They are loan f i elds , they are 
types of investment , They are not projects . 

There Ylill be ll lot Of prOjOCtS. under those , 

You coul d use the word "pro jects , " I thi nk , in both 
cases . 

It could be,· in a broad s e nse , but not the sense we 
are accustomed to use it in. 

~bat ' s tho question, eentl omen? 

I think tho ~ords "Other t ypes or" should be deleted. 

'Whot•e 1 s that? 

Bottom of pa go 5 . 

I ' m not t here. 

"I do not wish to pr edi ct that the Government wi ll 
sutter no loss on any of tho var ious features or 
this pr ogr am bu t I Jmow that these projects have 
been selected wi th the i ntent i on or ehoos1ng •••• •.­
l ' d l ike t o say •sound and useful investments •• •• 

Tha t ' s all right. 

llbatf 
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"Productive• or "uaetul. " 

I 1m wondering if we aren 1 t being over-honest in 
repeating what is said 1n the f tret sentence 
"I do not w1eh to predict• and. so forth . 

I think it 1 e a good thing to say; shows he ' s honest 
and. sincere. 

You said that above . 

I tiUnk it 1 s good to repeat . The,. ' re banging away 
at that , and if they can p i ck one project •••• 

I didn't mean to l eave t he whole sentence out , 
Harry . I just Deant the 1'1r8t part of it . 

I think this i s all right . I don 1 t want to predict 
that i t ' s a hundred percent . 

I don't want them to as,., "Some place you 1 re losing 
money. Where is that place? " 

''Yea , absolut ely." 

You should say tha t , becauso it' s t rue. 

llallace said that . 

Any other position would bo 1ndefen.s 1ble, r eally. 

~·d rather take this chance, gentlemen, than to 
have another 500 million dollar ~A sppropriat1on" ­
what1s the grant, 45 or 55? - •••• 

Forty- five . 

• •• • • and a 45 percent grant; and you know before 
you start you're losing 45 percent.• I mean you ' re 
45 percent 1n the hole before you atart. 

~ven the banks suffer losaeo. They charge off a 
lot of loans every year. 

That ' s the reason for the higher rate. 

That 's all right. 
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~t ' s t he thing you don't 11ko - "Other types of 

projecta •••• •t 

:27 

Is it necessary to keep comparing thi s with Public 

WorkaT Isn't it better t o make the compari son with 

banksT Bven banks have loaaea , 

I'll keep that 1n mind, but I' ve got the SOO million 

dollar thing in mind, too. 

Yea , I know t hat , 

Harry thinks the worda "Other types of" in the next 

sentence are not necessary. Just simply "Projects 

tot aling billions or dollars were eliminated •.•• • 

is enough. 

All rigl>t . 

Mr . \'lhite , what pr ojectsdid you el iminate which con­

f licted wi th private ent erprise? 

\'le didn 1 t s elect them 1n tho first place, Ther e would 

be billions t hat would conflict. 

There were some on that l ong l ist. 

Well , gi ve me an example . 

Rural Telephone. 

Rural Telephone i s ono that went out. ~o , f or t)\at 

r eason, r eally - well , we didn ' t actually eliminate 

them, ·bocause I never put t hem ln; but we could pub 

thom 1n if that weren ' t a limitati on. 

Y/ell, haven ' t you - how many other times have you 

t alked about conflict with private enterpri se? 

We haven't t alked of it before , and I ' d 11ke to 

even l eave it out here , tot• another reuon. Reading 

i t over , Kades i s very much concerned over tho way 

they're going after that aapect of it 1n the Bi ll, 

ant. if you say this and Senat or Taft, who 1e 

pa••ti culur l y interested in it, says , "You say, 

Mr . Secre tary , •... " 

Adams . 

Adams? I thougltt he aaid •rart . He says , "You s t.y 

th i s doesn ' t conflict at all with private enterprise , 

and you e liminated tn em all. Now, how about a •••• • 
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" • • •• a provi s i on 1n the Bi l l ?" 

The re isn' t any provi sion 1n the Bill, and they 
want to put suCh a provi s i on in tho Bi l l . I think 
you can l eave i t out. 

You see, some of you people keep wanting to talk 
about the conflict wi th pri vate enter prise. It 
doesn ' t bother me so much. I think we ' ve sa i d 
i t once . Well, in the list of f our things we ' ve 
sa i d that . 

Yea . 

" •• • • or because they involved some confl i ct wi th 
private enterpri se" - out. 

Good . 

I think, i f t his i s the time to br ing i t up, that 
thoro i s an argument aga i nst the railroad thing, 
because i t does compete with those r ailroads new 
in the business of r enting thi s equi pment. 

Oell: That 's a racket you want to break. 

Duffi eld : So is the TVA br eaki ng a racke t , The other side 
regards it as compet i t i on. I'm not urgi ng that the 
railroad thing be dropped, but I •m just wondering 
whether t he l anguage can ' t be softened down, so 
they don 't say, "\'loll, won ' t this compete wi th the 
Pennsylvania , whiCh leases so 1118J\:f ears? " 

\,bite: You mean back 1n t ho ob j ect i ves you ' d l ike t o soften 
· itT 

Luft1old: It runs wherever this thing 1a mentioned. 

White: This i s the only ot her place, and i t 's cut out now, 
eo the only place l eft i s wher e i t says "To s timulate 
and not compe t e with private enterpri s e." That ' s 
an objecti ve , I t d oesn' t aay thoro may no t be some 
por t ion in which there may be competi t i on . 

H. la!. Jr: vthere 1a t batT 

IQdte: That ' s ear ly, when we say "Spec1! 1ca l ly the 81~1 is 
designed to achieve f our important objecti ves. 

II 
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The aecond ia "To stimulate and not compete with 
private enterprise . • 

Duff ield, is that all rigbtT 

Yes , 

I'd like to play i t down, because if you get strong 
l anguage like that 1n your l egi s lation, it will be 
an invi tati on t o sue and tie up your legislati on 1n 
litiga tion. 

I think that 1 s rigllt . 

You can strike out "becaus e t hey invol ved some con­
f lict •• • • " 

PardonT 

St rike out "or because they i nvol ved some conflict 
wi th private enterpri se ." 

I don't know >~hether you ' re doing t ha t . 

VIe jua t did . 

Oh yes , t hat whol e sentence - not the sentence, but 
the phrase "or becauGe they invol ved some conflict 
wi th private enterprise." 

Yea . 

"ro insure that CoJ:16ress be kept tull y intorn:ed on 
the sel f -liquidating pos i t i on of t h is program, tho 
Si l l provi des that the Secretary of the Treasury 
and the Federa l Loan Adm1n1a t rator shall make an 
annual appr aisal of the as se ts acqui r ed by the 
various operat ing agencies and tha t they shell 
request f r om Congr es s an a ppropriation suffi cient 
t o make up, f or any losses which may have been 
incurred, ' 

Now, I would like to aay her e - put - "In thi s we 
are f ollowing the model of the Commod i ty Credit." 

Wr. Secre t ary, I under stand t hat wben they t ook 
the secti on-by- s ection summary of the Bill to the 

... 

Regraded Unclassified



H. I: . Jr : 

aston: 

l'cll : 

.. :.·. :r: 

..ell: 

\.bite : 

Sell : 

~hit a : 

:ell : 

. :.. . Jr: 

""ll: 

Duffi eld : 

Bell: 

Fol ey: 

:.30 

- 24 -

l'lhite House and that comparison wae ma.de, the 
Presi dent said, "That's a bad comparison, because 
the Congress thi s year didn't mako tho appropri ation.• 

No, Ylhat the Presi dent said wae , "Thnt ' s a bad com­
pnrison t o make, wi th tho Surplus Foods , " and he 
thought it was the Surplus Foods Corporati on, Then 
"e said, "No, we're talking about Commodi ty Credi t . • 
lle said, "That ' s an entirely di fferent matter. " 

I thi nk it ' s a very bad comparison to make, f or the 
renson that the COI!mlod ity Credit Corporation is 
s t rictly a money- losing enterprise. 

Subsidy proposition. 

l::noutn sai d • 

Tho first part of that sentence , "To insure that 
Congress be kept fully informed on the self- liquidat ing 
posi tion of this program • • • • " - now, we said i t 's 
a self- liqu i dating progrnm; how about sayi ng "kept 
fully inf ormed as to the progress of this program"! 

It i sn't "port i on," 1t 1 s "position. " 

\'/el l , we 1 ve taken the pos1 t1on all through tho t this 
i s a sel f - liquidating program. 

You ' re interpreting it someWhAt d i fferently . We 
meant the status of the program. 

I realize what you meant . 

How would you say i t , Dan? 

Well "on the oro~;ress of tho pro~;r8J:1° or "the status 
o f th~ program.~ Leave out the "self-liquidating. " 

"Financial status . " 

That ' s all right - "financial status . • 

Really the value of the assets acqui red under the 
program. 

I think "financial statue .• 
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"Financial statue• ia acceptable to me , gentlemen. 

I think we question the self-liquidating part of 
it when we put it i n in thia place, 

:31 

"Thia Bill embodies another distinctive principle . 
It provides that the maximum interest rate which 
might bo charged by any oporatinc agency en loans 
under this program should be limited to the highest 
yi eld on the longest term direct or indirect obliga­
tions of the United States then outstanding.• 

Thn.t "highest" should be out there, because there 
is only one yield on tho longest. 

Yea , yea . 

All r i ght . 

"The interest rate on long- term loans o.nd investments 
pl ays a very important role in modern economic lifo . 
It r~gulates the use of capital , \'/hen business 
activity 1a h i gh and vthen funds are scarce, i t i s the 
functi on of intereet rates to put brakes on invest­
ment and to restrict employment to only the most 
necessary uses , When, on tho other hand, business 
activity and the volume of investments are low and 
when there are l arge pools of i dle savings , then the 
functi on of interest ra tes is to expand profitable 
investment opportunities . " 

!low, wait a second, t h is is whnt bothers me : "It 
regulates the use of capital. " That ' s too didactic. 
I want to say it i a one or the thtn&s ; it isn't the 
onl)' tbint; that r egulates the use or capital. 

That ' s r i ght. The European situation •• • •. 

People wil l come ba ek and oay, "l'lha t about the SEC? 
Vlha t about t h is?" 

It helpa to regul ate it. 

Whatf 

It hel ps to regulate it. 

Why not say "Tne interest rate on lone- term loans 
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o.nd investments playa a very important role in 
modern economic life through ita e f fect on the 
use of cap1talht 

I don 1 t like the "brakoa" part, 

Wait a second bofore you change it , I'd l eave 1t 
out - "It regulates the use of capi t al" - Harry . 

It 1 s all right. 

I mean it doesn ' t . If i t regulates •• , , 

You' re correct . It is didActi c , atandlns alon.e . 

I f it r ogulsted, then with the rates we have had, 
we o~ht to have bad t he bigaeat boom over. 

lie t hen went on to explai n why i t doesn't , •• , 

It "plays a very important r ole i n nodern econo:nlc 
lite" - I ' d underwri te that a hundred percent . 

" I /hen business act1 vi ty 1ft hie:h ••• • " - now, a~;ain -
11\/hen business acti vit¥ is high and when t unds are 
s carce •••• "- i nntead of saying "i t i s the fUnc t ion 
.••• " - in other words , it i an ' t the !unction, I 
mean . 

1'/e ll, in th i s parti cular cnae , I th i nk , this can be 
accurate, It is the function •••• 

1:n1t a second. Harry, what I cot t hat :rou ' ::-e sayine ­
that i t ' s the duty - you expect it t o . >ell, we don ' t . 
I want some other word for "!unction." A= I say , 
thi3 is what usually happens , but i t i sn ' t - ymt 
don ' t create i t for that purpose. 

I was thinking from another poi nt ot view, that of 
economic principles . You may not want to incl ude 
that here. The t heoretical juo t 1f i cation and functi on 
of interest rates i s just that . But it ' s all right . 

But now, today ' s - you see, to go back to what I 
sai d , f or ins tance , about our interest rates and 
the French rates : tho French rates are high and 
thoy are getting a r ecovery duo t o t heir stlmulntion 
of war manufacturing, manufacture of Ylar goods . 
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Let's got away from the word •runotion. • I don ' t 
want to be - would you say "dootrlnarian"? 

"Doctrinai re" would possibl y be the word. It wouldn • t 
apply hare. 

I aean I don't want to say that . 

"Uhen business activity is high end when sums are 
scarce , intorost rates usually put bral:es on invest­
ment. " 

Ho\1 about "intoroat rates rise and thereby hel p to 
restrict employment •••• " - I don 1 t lmow. 

Leave the "bra.kes" out, I think. 

"7he increase in interest ra tes tends to put brakes 
on investment and . • .• • 

I ' d like to leavo out " to put br akes on investment . • 
What it does is sort out di ftoront things . It may 
not docrense the vol ume at all. 

It will docreaso the vol ume 1! y~1 sort 1t out. 

You may ge t a bigge r volume . 

">~en business activity is high a.nd when funds are 
scarCe, interest rates •• . . " 

• • •• • tend to reduce investment . • 

"Tend" - that ' s the word. "Interoot rates tend ... . " 
\'/bat? 

That 's all right. 

To what? 

• •••• to put brakes on investment aod ••• • • 

That 's a perfectly safe state~ent . 

I mean that ' s the thought . TlhatT 

By usinn the word "tend, " it' s pe rfectly accurate . 
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I mean it 1 a apt to - same maan.1ng. Isn't that the 
a&m~~t 

Well , it tends to if other forcee aren't more power­
ful . 

Tends to restrict • ••• 

•••• the use of capital . 

It has that tendency. 

That 's the tWrd I want to get . Do JOU see what I'm 
trying to get away from? 

Yea . Perfectly just critici sm. 

You could take that out of a text-book on Economics . 

Bad one. 

Well, we ' re trying to write n good one . Right , Harryt 

That ' s right. 

Now, how would i t be, gentl emen? 

~~en business nct1v1ty is high and when funds are 
scarce , interest rates tend to put brakes on invest­
ment and r estric t employment to only the most 
nocosaary uses . " 

That's a~l right. 

You 've got to do the same in the next sentence . 

"When, on the other hand, business acti vity and the 
volume of investments are low and when there are 
large pools of idle savinge, then the tend of 
interest rates • • •. " 

"Then the tendency of 1nteroa t rn tea • • •• " 

That ' s a~l right. You sati sfied, Harryt 

Yea, It ' s more accurat e. We ' re weakening it. It's 
all right. 
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But i t ' s more accurate, Ooor8e? 

Yea , I had that same question. You f ixed it up. 

If r:e ' re right , at the present i nterest rate l evel 
we ought t o have the darndest boom you ever saw, 

l'ie go on to say tha t thoro o.re factors which inter­
fere , Tho thought behind it - I might take a moment 
to express it - the r e is a omethint in that , that low 
interest rates should stimulate inves~ent and high 
interest rates should restrict it, In !act, that ' s 
tho chief justification, economic justification, 
for i nterest. Eowevor , there are certain reasons 
why i t i s not operatloE now and 110 s ifted the 
reasons , and then Tie said, ''':'here fore , the Covern­
nont has to step 1n and try to break down t~ose •••• • 

But you 've got to protect ~ defense . That is , they 
always ask me, "Mr . Morgenthau, >~hen you have 
recovery, your interest rates are go~ to go up, 
and your Go vernment bonds are eoin6 to go down. I 

And my answer - you ' ve (Dell) hoard me ans•1er that 
about hal f a dozen times - I 1 vo sale\ "It doesn 1 t 
work that way" 110 f o1•th and so on. ''The tendency 
is •• • • " 

This is much safer • 

It ' s oore accurate , 

l!ore accurate when standloE alone . It's a ll rit;ht . 

1.1\D. t does be say? 

lihy don ' t you l et 1t stand alone , !larry, and say 
it ' s More accurate? 

No, no , I say it's tttOl'e accurate this way than the 
other way when standing alono. You remenber , we 
pulled out three or four pnra8raphs on that interest, 
which were 1n support of that thesis , t r ying to 
build up a case why the Government shoul d step ln 
and force down interest rates. But the way i t is now, 
your correction3 are better and advisable . 

"Thoro are factors in the present situation, however , 
which mnke it ~possible for changes 1n the interest 

.. 
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rate t o operate automatically and with complete 
effect ." Perfect . 

"Tho disturbed world situat ion i ncreases economic 
uncertainty to the point where investors are 
reluctant to place much of their funds at l ong 
term in s pecifi c enterprises o.t the low rates of 
interest justifi ed by the furl!lo.mento.l economic 
forces of suppl y and demand." 

I 'll repeat . 

117he di sturbed worl d situation increases econooi c 
uncertainty to the point whore investors are 
reluctant to pl ace truch or their fUnds at long 
t e rm •••• "- I don' t like that . 

"For l ong terms . " 

" ••• • put their t'un:ls in long- term investments ." 

You can cut out "long term" if you trent to . 

I like "long term," but just the way you pu t it ­
"for a long term"? 

And "specific enterprises" - ot courao , any enter­
prise is speci fic . 

You can say "in l opg- term inves tments . " 

"L~ long- term invest~ents . " 

!low, I don't see why you ' re saying this particularly. 
I mean sone of these oil companies are borr onlng 
thirty, forty- year money at 2 3/4 percent. 

Yeo , somo corporati ons are low. rle bad that quali­
fying factor 1n there first . That 's why I put the 
"much" - "much of their fUnds ." 

1'/ha t purpose does thi s paragraph serve? 

Well, this paragraph is a kind of build-up •• •. 

• ••• for the next one , which is important . 

To justify the Oovernnent stepping into the marke t , 

.. 
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intort'erine with tho competitive f orces of supply 
and demand on an interest basis . Interest is just 
the cost of capital , and bor e is the Government 
stepping in and interferine with private enter­
prise - private competition in the field of money, 
nnd saying, "We 1 ll loon the so funds at one percent 
or two percent interest or throe percent i nterest , 
•:her e these particula.r corporn tions could not 
borrOTI at l ess than f our or five , and we 'll do th i s 
because inter es t rates should be l ow in times of 
depression, plethora of capital. Interest rates 
are low, but becauso of these uncertainties, the 
l enders are not willing to exte nd these loans at 
tho low rate of credi t and the borrowers are not 
willing to borrow at a hi~h rete of credit. " 

I t hink it ' s the answer to your question , ~tby 
haven 1 t we got a boom"? 

~he previous ·parograph saye that l ow interest rates 
ouGht to stimulate inves tment . Thi s par auroph says, 
"Dut they 're not doing it . 11 

And tho next paragraph says , "Ther efore , it i s the 
function of Government to stop in." 

This paragraph - I j ust wonder i f it ' s strong enough 
and l ong enough. 

"There are factors 1n tho present s i tuation, however , 
whi ch make i t 1mpos sible for changes in the inter est 
rate to operate autocatlcally and with com?lete 
effect . " I'm sati sfi ed with that . 

"The disturbed "orl d situat ion increases econo:llc 
uncertainty t o the point ~ere investors are 
reluctant to p l ace •••• " 

" • •• • nru.ch of their f'unds • . . . " 

They do pl ace some . 

" •... much o£ their funds • • . . 
11 

" • • • • in long- term 1nveatmonte •.•• 
11 

You ' ve got that - "in long- term investments 1n 
s pecific enterprises •••• " 
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You ' d bettor leave that out - • ••• • in long-term 
1nveatmenta • • • • " 

• •• •• tn long- term 1nves~enta • ••• • 

• •• •• at the low rates of intoroet • •• • • 

• ••• • at tho low rates of interest juetified by tho 
fundamental eoonom1e forces or supply and demand. " 

That's all right . That ' s all right . 

"In times like the present it therefore becomes the 
Government 1s !'unction to act a a a en talyt1e agent 
to bring together •••• " - bow would you like to use 
the word "sebasehen"? 

\'lhat? 

l7ba t word is that? 

Schaschen - marriage broker. 

The Vlay you pronounce it •••• 

I thought be bad some obscure r eason why be wouldn ' t 
take it. 

Harry 111!&)\t go into an expl anation. 

"In times like the present i t therefore beeaoes the 
Governoent 'a !'unction to act as a achaachen to bring· 
together investors who are w1111nc to l end their 
aavtnss at rates of interest low enough to a ttract: 
borrowera who are a bl e and willinC to employ fun~a 
for productive purposes . " 

You bad that aamo i dea , Herbert . 

Yea, it coat us 15 minutes of laughter. 

Ob, really! 

But he d1dn • t pronounce i t the way you did. He 
didn ' t pronounce i t the way you d i d, or we'd have 
gotten 20 minutes of laughter. 

Old Butterworth loves to put in his cables - I mean 
be always usee such words - "Today 10 gold bars were 
marri ed. " He always usee that . 

, 
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"Ten gold bars were married," instead of saying 
they were matched. 

Is he married? 

Yea . 

Got it on his m.ind. I know what ' a on his mind, 
then. 

Do you know Eutterworth! 

All ri~;ht . It 's amazing what a catalytic agent 
will do. 

:.33 

"This Administration bas made great prosr ess 1n 
br1Ql;i n& the market rates of interest down to 
reasonabl e level s . The moot important successes 
have been 1n connectton with loans to farmers and 
to home owners and for purposes of residential 
and business construction and non-federal public 
works . This progress, however , has not been enough 
o.nd it i s my opinion the t the ti.mo has now come to 
tnke the next step forward , thnt of selecting 
speci fic investments which shoul d be given the 
advantage of the low interest rates which the Govern­
ment can comoand. " 

"Can colm!l8nd" - I don ' t like that . • •• •• which tbe 

Government •• • • " 

Sounds too dictatorial. • ••• • low interest rates 
which the Government can obtain. " 

"t.:ussolini" t.b.e.t word out . 

Yea . 

"A low rate of interest i f effectively utilized con­
stitutes one of the most potent weapons our economic 
system bas developed for at1mulat1nc; business act i vity. " 

I never said that before. 

!lei ther did an,ybody else. 
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rio , it ' s All r i ght. 

"It is thi s pri nciple Which ia implicit in the Bill 
before you. n 

It is implici tT 

Implicit - thst ' s the word. 

I don 1 t like "I t is this pri.nci ple which 1s implicit . " 
Oe.n you change the. tf 

You don ' t l ike the word "implici t"T 

It 1 s e xplici t . 

llo , i t 's not explicit , 

'l::mbodied in the Bill. " 

¥/e 1 ve used "embodied" three t1moa . 

Well , i t ' s a l ong time since we used it. 

1'/o can find another word for "implicit" - "incorporated , " 
"employed," "utilized , " "made tho most of ." 

"Ut ilized, " I think, i a good. 

"Stressed"? 

llo , we 1re J:lll)dng use of it. 

"!!&de use or. • 

• ••• • utilized in the Bill before you, " I think, is 
better. 

Put something there, 

"The Government is bringing together i dl e tunde and 
borrowers who are unable to borrow under existing 
circumstances . It does ~ore than that . It creates 
t he addi tional incent ive for the l enders t o lend and 
tor the borrowers to borrow by giving the st~ of 
approval and administrative aasietanco to the 
development which would otherwise remain unoxploi ted ." 
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I don 't like "unexploitod," "Undeveloped"t 

• •••• undeveloped fields. " 

Change "development" and use •aesiatance to ••• • • 

1'/oul d you gentl emen just toke your hand at this 
last paragraph. 

I don ' t like to end that way. It neoda another 
paragraph. And I'd like to say, in general 
criticism, I don' t like that first part f irst , 
tor this reason. I ' ll just aay i t and we'll 
pass over. 

You nean the form • 

I mean the part beginning "This program seems to 
be parti cularly appropriate at this time . " It 
a ppears as though the llo" Doal 1a l ooking for a 
now alibi now, The whol e program is based on the 
assumption of international difficulties instead 
of justifying the proeram on t ho basis that you 
want to increase employment because you have a 
lot or unemployed, I ' m wonderi nG whether you 're 
not pl acing too much emphas i s upon the "orld un­
certainty. 

Harry ~ ...• 

You see, England has , Sweden has •••• 

Do you want to mAke a speech, want me to answer 
you? 

Well, I just wanted to object. If you s till stand 
convinced, leave it alone. 

Yea, because - what was it, a ten billion dollar 
program? 

Ten billion dollar appropriation program this year, 
if that ' s what you mean. 

\'lhy do we , a country like this , • • •• 

Because we ' ve still cot ton million unemployed, 

Regraded Unclassified



l! .li. Jr: 

ilh1te: 

l!.M. Jr: 

?ol ey: 

. !: . Jr: 

. oley: 

>.1•1le : 

',,ito : 

H •• • Jr: 

l.IUflield: 

P.. IJ. Jr: 

¥ohi to: 

l!. ll . Jr: 

- 36 -

!larry, without going into i t .... 

0. K. 

You noti ce I've changed a little bit from yesterday 
to today. I have definite pri nci pl es . I want you 

I to raise the poin~ but I still think that for me, 
the kind of suit tha t fits me - this is the beat 
and I don 't think it hurts the presentation any ,' 
do you, Ed? Do you think it hurts it? 

llo. 

\';ha tY 

No • 

If it doesn't hurt it, leave it M1 way. If you tell 
me it Tteakens it or •••• 

I think it weakens your position. Looks as though 
you ' re in search of an alibi . 

\loll , I am. 

Let ' s pick a good one - I mean a real good one. 

!low, you're just going to do t he last sentence over. 
I ' d like to get it into ~ hands by 1:00 o ' cl ock , 
aee? I won't go over it again with you, but I'll 
take it up to t he faro and read it to the facily . 

Are you going to appear Uonday morning? 

Tr~t•s what~. Foley aaye , who is general Q8Dftger 
of this 6111 on tha Uill. 

I Just wonder about Spencer and the other fellow. 

That ' s all right. 

You say Monday? I think we con i mprove these first 
coupl e pages over t he week- end. We ' ll show you 
another draft . 

Vihat I can do - what I told hlra . ~!orgenthau I'm 
prepered to do - is be back here Sunday ni ght , take 

. o train. If 1 1m going to appear !.!onday 111orning, 

' 
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I can ' t tnke a chance on f l ying back Monday 
mornin5. 

10 : 30 Uonday morning will be all riS}ltf 

Yea . So I would have a chance to see it, huh, 
Sunday ni£htf And with this h1S}lly effici ent 
machine 1D the press section, i f they get it 
2: 30 in the morning they can ge t out a stencil. 
As a matter or fact , if they came in at ei ght 
in the mornine , they could mako the stencil. 

I f v:e had enou£)1 hel p . 

Just Jones is testifyinG before the Senate , and 
Carmody beforo the House t oday . Lauch CUrrie saw 
J.::a s toan and Eas b:lan 1s willint_ to be called 1f 

Wesner will write h1m a letter and say that he 
vtonta him to g ive hi s personal views and not the 
views of the I CC as to the necessity f o1• t his 
railroad progr am, t1hich I can arranse. 

I don't know v:hether you 've seen the ~erry-Go-Round ' 

thi s morning . 

I di d . Unfortunate. 

Couldn't have come at a worse time - the very day 
thnt Jones appears . 

\,bat I S that! 

fild the i ncident out at the house . 

It couldn't have co~e at a worse timeT 

llo , because he's just coming up there . 

Does i t put Jones in a bad lightY 

Yea - talks about there not being any real need for 
thi s , that RFC has got these powers . 

Then it doesn ' t put Jones in a bad l i Ght . 

Well , :rou (Foley) bad a different reaction • 

I think i t ' s the most unf ortunate time f or i t to 

come out . 
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I thought i f it had to come , today was perfect. 
Jones will go up and show that the Merry-Go- Round 
was wrong end bow much be ' s for it. 

I hope that ' s r i ght. 

That •a whnt llrf reaction - I mean that this puts b1m 

on the spot, and be's either with it or he ian•t, 
end he told the President he ' s with him. !low, if 
he 1 s with him, today ho can shoYI the 1lerry-Go- Round 
up , that they ' re •~ong. 

f~y doesn' t somebody say 1n ~he hearings, •rr Jesse 
Jones can do all these things , why hasn't he done 
oome or them over the last five or s ix years?" 
can• t sooebody sa:; that , somebody ask v1hy he hasn ' t 
done them, what he 's waiting forf 

The only thing I thoue)lt was particularl y unfortuna te 
l'las the remark Ylhich sa id that Carmody had beon to 
a cock tail party before he came to tho house . 

Oh, that i sn ' t eo bad . People do that . Maybe that •••• 

Uo , the inference - they go to cocktail parties, v1e 
all go to cocktail parties - the inference was tha t 
when he came thore he ~as under the influence of 
l iquor. I mean you can ' t say it any plainer. l',batf 

That 's right • • 

One slight question here. I notice t hat Kades 
sugcested refe.rr1ng to thi s as the Barkley- Steagall 
Bill in the first sentence . 

Oh no. 

I don ' t know what's customary, 

H. R. or s . 
The bill they have before the Senate is the Barkley 

Bill. 

Just the number . 

May I say, gentlemen, this is the beat job you've 
turned out in the time - as good as that , and with 

as little friotio~ 
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.t• t.Deot ct Secretary Morcanthau Botoro tho Sonato Committee on 
Btntint; P..nd Currenoy on s . 2769. 

I ~appearing befor e you in oupport ot s. 2769, the Sell-

11~u1dat1n~ Projeota !Gt ot 1939, 

the bill before your Com=itteo ia dooigned to utili ze idle 

rosoW"oee. Ita purpose 11 to put to work m.eu, Dteriala and !'uzlda 

not now be~ employed, It 1a int ended to otl.&ulato further capital 

in~eotaont in private industry, to raioe tho l enl ot buoineos activity 

on~ to yield pernonont bonefito to the people or thio Nation , 

Th i o pro&r&D semoa to mo to be particularly appropriate at t hio 

t 1M6 , lo muot not for get that we are in o. period fttioh is most unuaual 

1n world h1atory, The wor ld has neithor peoco nor •=· It is o. period 

o~ i"·~rnational political uncertainty characterized by otupondous 

e"P"ndituroo f or unproductiTe military purpoooo. International economic 

rol ationoh1po aro dioor tanitod by the lack or tree oxohan&o with which 

to ocacluot non::al 110rld e~rce. o-.a.r tre.do auttere t'ro:::1 the lack of 

P""'ChaO~ powr on tho part ot tho pooplo ot tho ""rld with 11hich to 

buy t ho prod~>Dto llhich tho lill.tod Statoo could export and trcm t."o 

~onoral d1otort1on or the world • • economic oyot ... becaua o ot the fear 

•nd expectancy or a ""rld cataolyu, 

( ...Xt...-i• hopal&ii tO &xpoo t: bN!rb pP.1••t• 1nduatqr am•'dt d O'.d Of&l"OOU 

' ""h handi.,.po:) It 1o tutilo to • • it tho rootoration of tlat degree or 

international paaoe and aocurity and unity which 1o ooaential to a h1C)l 

.. 
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lOTtl ot 4oa01tio and toreip tra4e oncl eocoollio prop-eu , lblor thu o 

oiroWllltaDOOO ...... ot ooek 'IOitllin tho t .......... rlc Ot Ollr inotitutiCIIO and 

within tho r oqulre_,to ot oound tioot.l poliO)' to utlll&e to the tulleot 

extent pooolblo tho reoourou ot tho O<rntrnMnt to ovoroo .. tbo 
-tiJ;o 

diftioul tho ot --opooh, 
A 

In o oountry 1tith onol'IIOuo potontlolitioo ond with tho populotico 

rapidly oo&rohi.n& to'ftl"clo tho 150 llilllo11 •rk thoro 1o &zoplo poooibi llty 

tot tho Podorol Gooro..........t to ouppl-nt printo onterpriae by pr"""'ti:ac 

innot:.ont in oelt-llquicl&tift& projeoto. 

In oontroot 101th other izportont nationo ot tho wo.rld we are 

otill 1n tho tortunoto pooition ot ho'rinc t"• opportUDity of utUhinc 

tho Government orodit for oonatruotiTo purpoooo inot .. d ot dOTottnc 

billion• to unproduotiTe milit ary •"P•ndituroo, 

Tho Solt-liquidotlng Projooto A~t authori&eo tho follo101nc 

produotiTo inToot~t·~ 

1 . 150 1111Uon doll&ro for oolt- liquidotinc lllch-:r illprOT-tll 

2. 350 llillion dollaro tor n ...... tedoral publio worko1 

3. 500 llill1on dollaro tor tho loooo ot railroad 
rolling otocll: and ohop equipaont1 

' · 460 llilllon dolloro (plua .0 odllion dollaro t.lroed;r 
oppropriotecl) tor rural eleotritioat1on projeoto1 

6, 500 llilli on dollaro (p1ua not .... thon 100 llillion 
dollar o al r .. dy appropriate<!) tor taoilitioo for 
t....,. tenanto, oharo oroppero ond tal'll l oborer11 

e. 100 lli1Uon dollaro (pluo 100 aillioa dollar• alr• 4 
appropriated) tor the tinonoinc ot toreip trade , 
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Tho Proaidont bas oatilsted tht.t, ot tho IUIIIa ...,.e ••aila blo 

ror t ho first time b7 this Bill, about 770 million dol laro, made up 

in tho following way, would bo apont durin!! tho ourront tiaoal yoaro 

1. 160 million dollaro for highn,y imprOT•ontsJ 

2. 160 million dol lara for non- federal publ io works; 

s. 100 million dollora tor r ailroad equipment ; 

4 . 20 aillion dollars for rural oleotri tication; 

5. 250 million dollars tor tho t~ra t enant pro&r&a; 

8 . 100 million dollars tor tho tin&noin:; ot for oi;;n trade. 

:s9 

'l'ho pro;;rlllll or eelf- liquidatinG i nveotmont authorhod in tho Bill 

woul.l bo financed through tho Rooonotruoti on Finanoo Corporation. 1'ho 

Public Rca do Adm1n1otre.tion , tho Public 'llorlco Adminiltration, tho Ru ral 

Elootritioat ion Adciniotrat ion , t ho Department of Abr ioulture, and tho 

Sxport- Import BanJc -- in addition to tho Raoonatruotion Finance Corporation -­

woul:! be operating acenoiee to carry out tho pu.rpoeea or the Act . 

Spooitioally tho Bill 1a doaip>od to o.chi oTo four important 

objeot1To u 

1 . 'l'o ;;iTO ""'Plo,..nt 1n prints induotry to at lout ono-half 

million persona ; 

2. To otilllulato .nd not ccapoto with pr i YOto enterprise; 

3. To inc roaae tho real wealth ot tho natiODJ 

4. ro provide add.itione.l invootmont opportunities for idle 

capital . 

Tho important thins about thio Bill i o that it will aoco:>plioh ito 

objootiTOo without adding to tho ts.x burden or t o the dobt ot tho Federal 
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Go• ernaent. At the ....,. 1;1,. the national l.noOIUI will be l.noreaoe4 

and the x\UIIIber ot perecoo that need to be oupportect out ot publio 

tunda will be reduced. The Bill, there for•, oonatitutea & real 

advance taw&rd the r;oo.l of br1~1.nf> our ~o.,ornmantal oxpond1turoo 

'fd th.ln our reoeipta. 

:€0 

I do not wioh to contend thet the proe;ram ftbod1od 1n thie 

Bil l c~111tituteo a tiDAl or a4oquate oolution ot our econocio probl­

b•t lt dooo oonotitute a rea11otic approo.oh to that proble:. 

Tho pro&ra. doea not repreaent a new rieca l policy. Continuoualy 

h the l ut o1x yea re "" rAve ecployed tM dn ice ot t;IW"anteed loon o to 

protect t he cr edit structure and to promote productive enterprise. 'l'he 

roo•lto ht.To bun hi~;hly beneficial and hit;hly onooura111nr;. Throu&J> 

t~ll mothod we havo saved farm. and homet trom f Qr ecloaure and lowered 

1~toroat rates enough to make the ~reat diftoronco betweon solvency 

•nd ineolvoncy. Through it we have tivon •••i~ tanoe to railroads , bank• 

a.nd a 'dde r&D£0 of private industry. ';To have glvan aaai,tartoe to S~tea, 

to loO&Utieo and t o other p'lbl1c corporation• throu;)l 11hich they h.t.ve 

been able to proceed with beneficial and eooential projeots t or the 

..,lfaro ot oltheno at 1nt•or at oocto ""ioh lut.Ye r..o.de the projeoto 

IO!.md and roa1lble. The reeord 1a a good one . It i a a record ot a 

IOWld invoatmont undor-«ritint; b'J.:IihOIG l',1tich r.oul d not have been done 

if tho Federal Governnont hod not 4ouo l t , 

7/bat 11 proposod D"" 1o D>Or&l,y an OXtOnliOn of th lo prOTed 

nothod. to a oom..-..bat broader field. The exteneion. ho'I'Mver, is i.ll!portant. 

.. 
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It •Y ,..n tu.rn out to ark a t rana1t1on point 111 the publlo .!'111anooa. 

If we oen oubatitute aolt- l1qW.dat1nr; invoatment•. 111 plaoe of outrir;ht 

aov~t exponditurea~lth h6 lila benelieial ettaa• • •• attieacl 

lAo 6 j .. a hall b&-re - d• a v oat atop -..d bridr;ln& tho ~p bet1oo«< 

revenue and oxpenditurea . 

Thia diatinotion between ool t - liquidating inYoatmenta and non­

rocoYerablo expenditure a 1a not car ely a boold<o~ing ooo , but 1a nry 

ao~mdly baaed, In tho oua ot n~reocrrorable expenditure• tha aorrlo1J1& 

or the debte oroated to t1nance them mu1t bo t\&t out ot soneral tax 

revenues . In the case ot aelt-liquidatin, lo&nJJ, boTIIJYer, auoh a a are 

propoaod in thia Bill , tha intoro<t a nd oaort1 .. t1on payunta are ...t 

out or tho oarningo on t ho inYOatment. Onl y if tho revonu.oo yielded 

by tho invootmanta are inautrloiont to meet lot.n coat a, ia tho Govo""""nt 

c&ll od upon to IMlco r;ood t.ny doticionoy out ot r;onoral rnenuoa. ThAt 

Bill ilapoaoo upon tile Rooonotruotion l'inanoe Corporation aa well aa 

upon oaoh opor,.t .~ agonoy t ho dllty to undertake only auoh projeoto and 

161 

to make only lllOh loana u will r opay tho tllll omount inveatod pllll 

U:torest lll.!'.!'1o1ent to roi.mburae the Gon1'111N11t tor the ooat of borrowinr;. 

I do not wish to prod1ot t hat th&Gcrre~ will auttor no lou 

on t.ny ot t ho varioua teatureo or t hil pro~ram but I !mow tl>lt those 

projeot& have boon aoleotocl with t ho intention ot ohooainr; ao>.md 

iny·eatmrrta 11b.1ch hi.Ye a hi&h probe.bility or repayment. Mhtr 'sP•• 

• projoot l to~llin& bi lllano or doll& ... wro o:mm-tod 1:4 prollodll&r)' 

otudios either bocauae th&y ..,.ro not ontlroly aelt- 11qW.dat1ng.r bao'" l* 

t t. y ' r•n' zM •om u aflla'l aU:h ps 1: '• ut·qr' e•· 
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To i.Da~ro that Co"'Cre .. 'be bpt tlallr 1Dto......S ... the aoU­

l1qld.d•t1ns poaiti011 ot thh prOI"U', the Bill prodclu that the 

s ecretory ot the Tre .. \11")' aD4 tho Feclor&l. ~ AdJI1Diatretor aball 

..>:e an ..,.ua1 appra.1 .. 1 ot the a .. eta aoqulre4 'bJ tho nrioua operati"' 

•s•no1ea ancl that they aht.U requeat trca Coop'eaa an appreprit.tica 

ou.l'rioiont to •ke up tor ~ loaaoa Which •Y han 'be ... i.Dourrecl, 

'lhla Bill ellbodioa another cliatinot i're pri.Doiplo, It proTicloa 

tll&t the l:l&lli- i.Dtere at rate 11!tioh llis)lt be cho.rt;ecl 'b1 V1f11 operati.Ds 

•&ency on loan• under thia prosr- ahoulcl be lim!.tocl to tho hisi\Oat 

yield 011 t he lonseot tera clireot or incliroot oblig.tiona of the Unl.tecl 

State• t hin o\ltatanci1Ds . 

'l'ho i nt or<>ot rt. to on lon,;- tel"lll lot.na ancl 1Dn•-• playa a 

Vl t")' importfmt rol e in moclerD &OODamiO lite. (It r seuJJ bGi t::fe 4 1& Of 

OtJ>i t&i 'llhon buinou aotiTity 1a his)> ancl When f'llncla aro acaroe, it 

11 t ho f llDOtion ot interoot ratea to put bralceo on U:Tutaellt ancl to 

reatr iot ocploymnt to OIDl)' the most nooeaaa.ry uaea . lt"bc, on the otMr 

hand , blloinoaa aot1Tity anc1 tho vol,_ 'If in'I'Ootmento aro low ancl ..m ... 

t llere are larp poole ot idle aaTinga, then tho f'lmotion of interoat 

rateo 11 to o>p&nd protitoblo i.l!n'eotaent opportUilitiea , 

Thoro aro taotora in tho preaont o1tllt.t1on, bowo.,.r • which ako 

i t 1mpooa1blo tor chf.n&oa in the intoroat rato to oporato a\lto .. tiot.lly 

and with oo"Pl oto ottoot, 'l'bo cli&t=becl worlcl oit\1& tiOD inor•••• 

ooanom!.c \IJ10ortointy to tho point moro 1nnotora are rol\IO'tt.nt to place 

much of thoir t\mcla at l o"' tora in apoc1tio entorpriaoa at the 10'11' 

ratoo ot i.Dtoreot juat1t1ocl by tho t\1114&11entt.l ooODCIIio t orooo ot Ollpply 

and d .. Dd . 
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In t1- • lilr:o the prooeut it theretoro beoo•• tho Gcrronldllt' 1 

tunct lon to aot ao a oate.lytlo ar;mt to brlnr; tor;etber l.nnotoro ,.,., 

ore ..Uli.Jl& to 11114 their oan nr;o at n.too ot lntor .. t low enour;Jl to 

attract bor ro.,....o mo are able aDI wllli.Jl& to -loy tlmdo tor prod<&ot1To 

purpoaea. 

Tbil Adlolniot rat ion baa • d• r;reat pr or;re11 1D br illr;inr; t ho 

...,.ket r atoo ot lntereot do- to rea oonablo 1..-ola . The aoot ilop<>rt&Dt 

&ucceste a h&Ye bean in comeot ion wit h loana to ta.r.ra and to ho• 

o~era and tor purpoeoa ot re aidenti al and bueine sa oonatruot i on and 

non;-todoral public work• • Thia progreaa, hcrnTer. h&a not been enou.ch 

Md i t 1o 81f opinion that t ho t U:>o b&o now oome to talco tho next otop 

forwar d, t hat of ooleotlnc opeolfio illlrootaont o mioh obollld be r;1Ten 

tho advantage of tho l ow lntoreot rat eo wh1oh the Government c:an oOI!IIMindo 

A l ow rate o t lnte r oot i t of tootivoly utilhod conotltutoo ono ot tho 

.,,t pot ent weepona our eoonoDic ay .t• baa deYelopec! tor at iatl•tlnc 

busi neas aot1T1t y. 

It 11 t hio prlnolplo which 11 iJ!t>lloit 1D thl Bill bef ore yo<&. 

Tbo GoYomunt 1a br inr;I.Jl& tor;other idlo fUnd• and borro,..ro llho &J'o 

~m&blo to borrow undor ox1oti nr; oir oUIUt&nooo. It dooo aoro than that. 

I t oroatoo tho additional inoenti vo tor tho londoro to l end and t or t he 

borro""ro t<> borrow by r;1T1nr; t he otulp of appron.l and a dainiltrat iYo 

a uiote.noo to t he d..-olo,..,t wbiall wollld othorwho r - ln ~~~~exploitod. 
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• • 1• \1111 ,.Uewlae wu, wft14 M ., .. , aut .... _.,.... 

tltolll ,..1'1 

1 . 150 auu .. 4e1hl'e fer Ill,...,., l-.pN•• ••hJ 

2. 150 alllloa l.ol.lare ftlr aoa-teotaral Jl'l'lllle ... rile& 

J . 100 alllloa 4ollare tor rel l roa4 e qalpaea'J 

k, 20 alllloa cJollar• t o r ,..al elee\rltleeu .. , 

5· 250 alll.loa 4o11are for 1bt fan ~ ... , precr .. 1 
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un!ID mus Diftlllct COOl!! 

SOO'I'UBJI DIS!lllct OJ' Dl to1ll: 

- ------- - --------~ 
liiJIOO de ISPAa, I 

Plaintiff 

- - - - - - - - - - - - - - - - - -x 

JWIOO de liSPAa, 

Plaintiff , 

-o.ge.inot.: 

UliiTZil STA'l'ZS LIDS CCII!' AliT , 
JAIIZS Jl , BOJIERTS, •JOHII IlOI" , ancl. 
"RICHARD BOll• , being fictitiouo 
:peraono intended to deoil!ll"te 
peraono in poeaeaaion of t be cbatt-o 
ela , 

Defen4.anta . 

-------- ----- ----· 
liiJIOO do ISP.UU., 

Plaintiff, 

-in~ to: 
SIGIIOIID SOUK>W, indi vidU&ll7 ancl. I 
aa SU:porintondent of tbe Uni t ed 
Statu .laoa;r Office at New York, 

Defend.ant . 

- - - - - - - - - - - - - - - - - -x 
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JobD root•r Dullea, 
Inser B. W;ratt, u4 
11char4 G, Pett1Qgill, 

Attorner• for Plaintiff 
(SulliYan 6 c....-eu, 01 CoUIIaei) 

118 W..U Str .. t , Jn York C1t7. 

JobD ~. Olhill, 11D1te4 Stoteo Attone)' 
for the Souther~~ Dhtr1et of ...,. York. 

Attoner for l)efell4az>h , SipuJid Solo.on, 
etc, aa4 lhllted Stotoo Ll.nee ~· 

Poler Square, Jew York Cit)' 

Winthrop, Stieoon, Putnaa 6 Boborto , 
Attorno)'a for defendant, Federal Reeor..o 

Bank of lfow York, 
32 Libert)' Stroot, New York Cit7. 

Bonr)' L, Stleooll, 
Special Ae11otant to tbe Attorno)' General. 

PaW. Ca.pboll, 
Special Aoohtant to tho Attorne)' Goeal'Al• 

Williaa s. W..rd, 
Special Aooiot&Dt to tbe Attorno)' Gonoral. 

William L, M)'ncb, 
Aeeiotant United Statoo Attorn•T• 

Of ~unool. 

LIIBELL. D. J. 

Tbo Bank of Sp4in claim a tho t1 tle to and the 

right to paoooooion of certain oilvor , in tho form of 

Speniab coin, now in tbe Uni tod Sto.teo Aoa&7 Office, lfew 

York C1t7• ~o onforco ito claima it inotitutod tbo above 

ent1 tled acUono 1n replsvin . 

lloUono ba'fl bean !:IIOde on behalf of tbo reepecUn 

defendant in aacb of thooe tbree acUono, aokinc tor tho 
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folloriac reUeta- (1) for .,_,.,. J~t for det.nd&nt 

on tho ground ~t titlo to and right of pooooooion of the 

dlYOr h in t he 1Jn1 tod Stateo, b&'oinc 'boon pur<lbaood frae 

the Gonrnaont of Spain, aDd acoordiacl:r that pl aintiff hao 

no right to the poaaeealon theroot; or, in tho altorut1YO, 

(2) for a Jud&ment di .. iooinc tho action for want of jurio­

diction oinco the oilver, the ou'bjoct matter of the action, 

1a tho propert;r of tho Uni ted Stateo; or (J) for a JIJOI&IIont 

diami111DC tho action on tho ground tht)t tho auit it one in 

off oct ~inot ~e 1Jn1 tod Statoa and tho Court bAo no Jurio­

diction thoroof, In the ouito ~inot tho J'odoral Rooorvo 

Bank and tho 1Jnitod Statoe Lineo Comp&n;r reapectivol:r tho 

dofondADt1 o lOOtion for .,.,.,...,. J\ld;!IIOJ>t 1o grantod, and tho 

altornntivo roliof, for a diamiooal of tho act ion fer want 

of Jurisdiction, 1o doniod. In the action apillot Si~ 

Solomon, individunlly and ao Superintoodont of tho Unitod 

Stotee Aoaa;r Office at New Torlc, diC~hoal h aought 'by oaid 

4afondant on tho G<l.ditional ground that tho C010plaint failo 

to otato o clain Q6ninot hiD upon Which relief can be grantod. 

'lhe action a&nlnat biD 1o diwooed for lack of Juriodiction, 

on tho ground tha t tho auit 1o one in ot!oQt agt>inot the United 

Stotca, which hao not conoontod to 'bo ouod . It it thoreforo 

Ul'-liOcoa04ry to conaidor the othor grcunda of hia motion. 

'ltlo Government of ttlo 11n1tod Stotoo ttaa Appeared 

opeciAlly i.n """b action and moved to d1011h0 tho coapl&1llt 

- }-
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principally on tho followin& grouodoiM thnt tho t ilYor 

invol'f04 was purc:Mto4 by the 1h>ito4 Sto.too 1D tho SpriDC 

OJl4 Smmor of 19}8 fro:> the forDer ~publiC&D Oonrnaent of 

Spoin; thAt to tho alttont of 9!IJ' of tho controct price prq­

aant waa oo.d.o to tho then Spanish A.ebona4or; that the aUYer 

1e owned by OJl4 it i n the ponoaaion of tho 1h>H e4 Sto.toa; 

that the suit 1a in effect a suit againot tho 'lh>ite<l Sto.tu. 

Thia cotton 1o grQIIto4 in the suit against Sijp:llllld Solocon, 

1n4i'ri4UI>.llY Gild 1'1 Superintalldent of tho Unite<l Sto.tos 

Aoaay Office , llaw Tori<, but tho aotion 11 4onle4 in thn 

wu1 ta ~in at tho Fe<lerel Baaern Bank """' tho 'lh>ite<l Sto.too 

Linea Co~· 

In oach action the nncod defendant hGo aloo oovo4 

•to striko or dheilo tho auccona and coople>int «>nd all ot hor 

papers s erved borein by lleaare. Sullivan & Croawoll, a.a attol'­

noya for tho <>lloce4 ple>intitf, on tho grouod that the Bank 

of Spoin hGa not authorised Ileana. SulliY&n It Crocnrell or 

4.n7 other pereon to comenc.o or pro1ocuto tho a'boYe entitled 

action in ito !lllllO or on ita beh<>lf' . lly otipulation, Iince 

f iled heroin, it bGa been req~ootod tbGt 4oc1aicn theroon be 

reserved until tho trial. Those throe notion• arc thorcfore 

not nc.w decid ')d. 

I h&YO oo.d.a tho llbove diapoaitlon of thote ""riouo 

cotiona for ronoona which 9111 be horoinalt or at<>ted. 

:94 

Regraded Unclassified



( > 

In tho &o~ion apinot Sisr:nmd Solo1:10n, individuall:r 

&nd ao SUperintenl!.ant of tho .l.o~ Office, llew York, three 

lhipoenh of oilvor , ooot1ns $6,450,000 are involnd. 'l'he 

ouito ap1not tho Federal l!eoorve !&lll< &n4 tbo United St&tea 

Linea Coapaq reopectiYol:r, relate e&ch to a oopa.rato lot of 

the throe loh or lhipoenta of ailver which are tho aubject 

of the above-entitled Solonon action. lach of oaid three 

ohipoonto cocpriaod 2334 caoea of Spaniah ailver coin and 

woigbed approxtoatol:r 5,000,000 tro:r ouncoo. 

'l'he ou1 t asainot Sif:DW!d 5oloaon , individ\IAll:r &n4 

ao Sup orin tondont of tho United Stateo .l.aoa:r Office 1o in 

replevin, solely to rooovor poaaeeaion of tho tbreo lots or 

ohipoents of Spaniah oilver coin, end aeoka no nono:r dAoogeo. 

'rho ouit apinat tho :Fedor&l Reserve !&lll< 1e aloo in replevin 

and relates to tho ohipoont of 23}4 caooo of Spanioh ailvor 

coin which arriTed in tho port of llew York on tho S. S. 

"llon:lalldie" on 11.'11 }0, 1938• In that action plaintiff soon 

to rocover aa da.nOCOo tho value of the oilvor , . 2,150,000, in 

tho evebt that tho defendant io unable to dolivor the ailver 

to plAintiff . 'rho oui t agninat the United Stateo Linea Cot>­

pan:r is al.nilor to tho.t apinat tho federal JIDoervo Bank, and 

U im<>1..-ea aaotbor lot or ailver in tho """" aaount , which 

""" ohipped hero on tho s. So "?reoidont BerdiDC", arrirtn& 

on Jul7 2, 1938· It &loo ooeka ~· in tho oun of 

t2,150,000, In tho ovent thnt the datondant, United States 

Linea Coopany, 1o UDilbla to dolivar thO oilvor to plaintiff, 
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tba ,.t.rlal focto, 011t of Wilt all thh 11 Uptloa 

-lopecl. are u followo~ 

lD J-.arr of 1931 Blo ..,allcqo, J'el'DNIO!o de 

loa BlOo0 at tbat U.11o Aob6aeo4or JlnNOrdi11&1'7 aDd PleDS.. 

potct,..., at Waoh!.DctoD for the ClcrterDne~~t of lpai n aalr»4 

the Boa. IJmu7 llorsentbau. Jr., SecrotGJ'7 of the TrouUJ7 of 

the lJnited St4teo , lf the 'tll>lted St4too would purcbaoe el lTer 

froo the Oovonr.ODt of Spain. .Utor coao1doratlon of tho 

roquoet, Socroto!'7 llorconthov. eubolttod to tho lpallhh .l.o­

bot.aoedor a a..oraad= of the procedure to bo followed 111 the 

pu1'cbaoo of forol6ll oilver by tho Unl tad St4teo, 

On IID.rch 29, 19}11 0 tho Sp&Dloh .Anbclea<>4Dr advioed 

Secretary llorgoDthau that hh Qovoroooat doo1rod to eell 

approxioatolJ 5 ,000, 000 troy ouoceo of lto lilo'or to tho 

United St.cotoe, !hereupon tho J'odoral lluorro l!alllc of l ew 

York. ao !local ~t of tho United St4toe , at the direction 

of the Secretary of tho 'l'reneury, delivered throuej:1 tho 

'l'roneury l)opartoont t4 tho lpallloh .Anbeoa<>4Dr at l'nohlngtoa 

a cable ad4reued to the :Bonlt of Spain at Barcelona, which 

under tho llrt'IID&"'lODt bOtVOCID tho two &I)ToJ'DDODh Rl to act 

ae fioeal agent of t ho Spoaioh Oovornnont . 'l'ho cable of!orod 

to purcbaeo 5, 000, 000 ouaooe , ,999 tine of ellvor at tho rate 

of ~3 ceato United Stotoo curronc:r por ounce, to be ohippod 

to lll'l'lvo on or beforo Juae JO, 19}11, tho oft.or t4 bo acoeptecl 
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DOt ~ter than J.pril 2 , 1933, ! he further parUC\Ilan of 

th11 offer will 'bo diacuaaod ~tor, On J.prU 1 , 1933, tho 

Spo.nlah Al:l'boaeador dellvorod to tho Troarury Departoont a 

oopy of a Cll'ble dated llarch Jl, 1933, alsnod llogrin , Prooi er 

on4 lllnlator of finance, roquoatlnc tho An'boeeM.or to infom 

tho !'odor<>l Reoervo Bo.nlc of lilw Yorlt of the <>ceopt<>Doe 'by tho 

llMk of Spain of the eilvor purchAao, 

On 1.14)' ~7 , 1933 , tho Spo.niah Ao'boaeador dellvor od 

to the Tro:uuey Dopart:tcnt tor tl'GDmioaion to the i'odero.l 

ll.oaorvo Bonk ot ll"" York a letter I.D which ho aot forth ccblod 

lnatruetlono he bad roeclvod tron hla Covormont and the Bank 

of Sp&ln atatlng toot, I.D o.ccordaneo wl th tho contract for 

tho purchtLoe of tho oilver arrant;Od for in tho co'b1e of llor ch 

}1, 19}8 "by o rdor nnd for nccount of tho Tronoury of the 

Sp&nloh State• , the oi1ver had 'boon ahippod on the S. S, 

"lbt'l)llJidie" vhich sailed on Ua.y 26, 19}8; that the Sp&nlsh 

Conaul in II"" York would delivor to tho J'odoro.l ll.oeorve llezlk 

tho ahlppln,; docuoenta and tint the Podaro.l Rooorve llank could 

mko Jl031!10nt for tho ahipnont 1 b7 choclc drnwn to tho order 

of the Sp<>Dieh Ao'boseador I.D 1fnshlncton1 • !h.o ailver, in 

tho fom of Sp<>Dl eh oilvor coln, arrlvod in lilow York oo ~ 

}0, 19}8• Followi.Dg instructiona of tho Troaoury Departoent , 

tho Fedor n1 Roservo Bnnk of Now York on WA)' }1, 1938 rece ived 

tho bill of 1nding !ror:1 tho Spanlah Consul ln New York, eD­

doraod l t Md on tho etllle dey noeietod ln the trllllap&rt<>tlon 
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of the t ilvor to tho Uni ted Stat e• Aoear Office l ocatod a t 

Jo, }2 l &ll St,..,et e.D4 llo, }2 Old SUp, !lew York. !be bUl 

ef l ading N>Dod 11ttobl1oaeoento ~uard Ae:et• :>e tho ohlpper 

or cono.ipor !lad provided that the ollver ""' to be del1n r ed 

to 'Reoerve l'ederal - I.,. York or to 1 to order (tor t.he 

Mcount of the Conaul Oenoral of Spain, 515 lladioon Avonue , 

lle1l York)•. Tho Jotabllaaeaento ldo""rd Acet ..,.. tbt agent 

of the Spc.niab Govenmo:nt toraall;v deaipoted as ouch to 

arr&lljJG tbla abipcont. On June 2, 1938, po.;vDent for tbe 

aUver to the anent of 95f. ""' Dade to the Speniab Anbataador 

b;y cboclc dram to the order of '!he Anbaaaadcr Extreordin"'7 

and Pleni potontiar;y ef Spain to the Unitod States' b;r the 

Federal R.otorvo Bank of lie• Tort os !heal agont of the Un1 ted 

Statoa . on the Trcnauror of tho United Stntoa . Tho chock wna 

eaehod tor tbe Anbateador at tho Uni tad States Troaour;y on 

Juno 3r4 , 1938· Tho balance of 5f. of the purchnae price .,.e, 

under the contract , to be ~1thheld until tho ailvar wno aaBAJ04. 

Tbia bat not 7et bMn done. 

On J uno 3, 19381 an action in roplevin to obtain 

poaaeaalon of this aUver. or in lieu thoreof for ~a, 

was e<mDeneed 1n tha S11prcae Court of the State of lo" Tort 

ae;ainot tho FederAl Reserve llanl< of Nett Torlc by tho Ba nk of · 

Spain. 'Pbe action wat reao'l'ed to thit Court on .Tul.J' 8, 1938. 

where 1t it now pending ae llo. L 71/96, 
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On JUDe J, 1938, the !p&Dioh .t.z.baau4or ..,.in 

odrlaed SecrotarT llorpnthou thot h1a Oc'fo1111ant wae 4eoircuo 

of aolllDC to tho thltod Statoa an ad41tloDAl 5 , 000, 000 

( oecond lot) . 999 fine troy ounooa of • ita• ailvor. Oc the 

.,e ciAto the SocrotarT of tho TreaaU17 dolinrod to t he 

Sponioh .t.z.baaeador purouant to auoh requoat , an offer of the 

OoTOI'IIOOnt of the Onltod Statee IIMroaaed to •!r!u> OcTol'llDont 

of Spain, BArcelona, SpBin1 to purchD.ao on or botoro Jul7 

15, 1938 on the tome and condi tiona therein a toted appro,.:. 

l.DatelT 5, 000,000 fi.ne t roy ouneea of all'fOr •ovned1 by the 

Ocvorment of SpBin . On Juno 6, 1938, the Sponioh Az>baaeador 

accepted on bobelf of bla Ocvol'nll&Dt tho aboTe nontlonod otter 

of Juno J, 1938, and agreed to eell tho ollvcr •owned by it•, 

~ont to bo oade by chock drllWII to tho ordor of the Spanish 

Aobaaeador in 'llaohington. On or about July 2, 1938 this 

oocond lo t of allYor arrived at !low York on tho s. S. "Pre..: 

1dont lltu<11ng1 of the United Stotoo Linea Coapany, tho eh1p 

bevl.ng oalled !roo !lavro, J'r011ce, on J une 23, 1938• Onder 

tho e~reaa teme of tho contract aa aot forth in pnrag:rnpb 

(a) of the otter DOde by the SocretarJ of t he TrNltur.r on 

J une J, 1938. it woe prorldecU,;, 1T1tlo to the ell•er ohall 

voot in the thited Statu upon boi~g delivered on board a 

atoeooh1p bound for Bn York 01 ty• . Tho bill of lading, 

covorl.nt~ thh. ehipaont , IWlOd tho Spanioh Oovorlll:lent ao tho 

conoigao r and tho SuporinteDdont of the United , State a Aeoay 

Ottlce, Old SUp 32 11ew Tori<, ao the conoignoe . Shipping 
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4o...,..,to, Wldor U.e tarat of the contr,.ct , were to be to~ 

..e.rde4 41nctlT to tbo detl i!Jl&ted couicnee. !be blU of 

ladiDI eoverinc the second ahlpcent •• dallnrod 'by Dail to 

!luporinteDdent of the Unltod Stotea .t.uay Office a~ lew York 

J)1JriU&llt to inotru.ctlona of the Spanloh Oovernaant, OD arrival, 

the ollvar Wilt received by repraoentotlveo of tho United 

Statao .t.un;y O!!lco and taken to tho ator ..,antloned United 

Stat eo Aota:Y Of flee 1D l ew Yorlt. In acco~ce with the 

contract or purchaae, pn;ynent to tho extant or ~ . ... J:llld.e 

'by choclt dravn on tho \'>'Mourer of tho U1>1ted Statea on .T~ 

14, 1938, to the order of the Spanloh .lnbeooador at 1' ... 

l~on, b7 the Superintendent of the .l.a1&1 Office, lew York, 

and the check w&a cashed for the Aabc>ue4or 11t the United 

Stateo 'rrMaur:v on J uly 15, 1938· 1'he balanco of rJ!. hila . 

not yot boon paid because tho allvar baa not boon nas&yod. 

On or about J uly 2 , 1938 nn action in replevin 

tor thla oecond l ot or o1lver, or 1D lieu or dollvor:Y of the 

tllYer, for ~It W&O brc-a&ht 1D thO SUpr«<O Court Of tM 

State of lfew Yorio: by the Bani< of Sp$1D ~lnot the United 

Stateo Linea CoapAD:Y ao4 "ff"lnot .Teooo J . lbbor to, "" ecplo:r"" 

of the coapan7• 'l'hll aotlon ""' later dlocontlnued ao to 

llr. lloberts. OD Septeaber 6, 1938• tho aotlon wao reaov<K1 

to thh Court , Whore it h now pendlDI ao lfo, I. 71/}26. 

On JulY 8 , 1938, tho Spanith Aaboooador &t 1'a~ 
l~>gton ~ln advleed the Sooretll-1')' of tho <rroaeur:v of the 

United Statu that the !lpanioh Govormont ""'' dooi rcua of 

aeUlQI a third lot of oUnr, alto approxlnately 5, 000, 000 

:oo 

Regraded Unclassified



!!.no tro;y oUDCeo, to the GoTeniD•t of tho United Stat eo. 011 

• Jul7 II, 19}11, the Seer etel')' ot the 'freoour)' deliYerod to the 

Spuioh Aabauedor, purouant to ouch rectueot, 1111 otter of the 

Uoited Sl.ntoo eddreaaed l.n !he GoTerMtllt of Spain , lle.rcelona, 

Spc>.in, to purchooe approximD.tel )' 5 , 000,000 tine tro;y ouncee ot 

tUYOr •ownod0 b7 the Spanhh GoYOrnaent on or betore .A.u6uat 

15, 19}11 , on torat and eond1t1ont which are ol.nUar to those 

relaUD« to the nbove described second purcbaee, including the 

proYhion tho\ title to the aUnr ohould Yeet 1n the United 

Stntll or Aaorlea on deliver)' or tho tilYOr on 'l>oO:'d a at......: 

ohip bound for Vew York Cit)'• On Jul7 10, 19}11, tho Spaniah 

Aabataedor adTlaed tho Secrol.nr)' Of the Treeaur)' of the Un1 t ed 

Stotot tbat the Goverunent of !po.in l>j!reed to aell 5,000, 000 

tine trey ouncoa of ailvar •owned b)' it" on tho tenoa ot the 

otter of July 8 , 1938• Thia third lot or t11Yer arrived 

1n !!ow York on or nbout Jul7 22, 19}11 on tha s. s . "Yaahl.n£1-

ton• of the United Stntea Linet, which on1led !roo Bavre on 

Jul7 15, 19}11. The bill of lad1D& nt>rltd the •Gonrnaent 

ot the SpiUiioh llepublie" aa tho eonal(;nor and tho •socretnrT 

ot the Tranouey of the United State•: 'fath.~n, D. c. at 

l!lw York" , at the consignee . The bill of ladiD& coverinG 

tho third ohipoent wee delivered to reproeonteUvee of tho 

Soereter;y of the 'rrenaur:v b7 tho 9pan1tb Contul at Jlew York. 

On ito arrival tho aUver wna rocoivod ClCCording to the tenoa 

of the purchase contract and waa taken to tha United St&tea 

Ataa;y Ottlco at l!ew York. 011 AU«W~t 4, 19}11, a p&7'1ent of 

9~ tor \bit third lot of tUTor wat ....,, b)' chock drawn to 

' 
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tbe order of t.M Spo.nioh ~bnaoo4or by t.M Slq>erintendent of the 

hoa;r Ottlco, ...., York, on t.ho !rouurer ot t.M Uh1 ted 

Sto.teo . Tho chock wna C4aho4 tor tho ~baaoo4or a t the 

llni tod Stnteo 'l'reasur;r on .A.uauat 5, 19JS. Tho bnlonco of 

5~ ot tho purchllao price r<Da1no unpaid boC4uoo undor tbe 

t ome ot tho controct it 1o not duo 11nd J)1111lble until tho 

allver h ao01>;red. Tblo haa not been done, 

On AU&Uot 15, 19)8, ..,. action in replevin, not 

cllllni "G ~·· ma co=ancod 1n thh Court - i nat SifPUDd 

Solo....,n., individuall;r and 48 SUperintendent of tho tiD1 ted 

Statoo Aun;r Ot!lee at Nov York, for tho nboT&-deoeri bed tl>roo 

lota of allvor. That o.etlon 1o llo . I. 71/239 on the docket 

of thio Court. llo auit was brout;ht &CJlinat llnlted Statoo 

Lineo Co~pnny in respect to thi s third ahipnent. 

Tho ouit agninot 8 i gcund Sol onon , individuall;r 

and Ill Superintendent of the t!Di ted St4toa Aaan,y Office at 

New Y?rk ia, o.a atated o.bo•o • &n action aololy in re_pleYi n , 

to rocover poaaeaaion of all three lota of atlvor, valued at 

S6 ,1:!50, 000 . Tho coapl<>int all~&"• tbl>t 1at tbo tlno of tbo 

OOI2Jooeenent of thla <>ctlon defand.ont, 111 violation of plein-

tlffl o ri~ts, m:"Ongfully and without nuth~ri t y froa tho 

llnitod Stntea or otherwioo held 111ld now holdo ooid chottclo 

in hio paaacaoion at tbc prcmiaoa occupied by enid .l.oany 

Office nt 32 Wnll Stroot and J2 Old Slip Now York, U. Y, and 

wrongfully detained and now deto.ina Ollid cllllttolo troa pln!.ntlff' 
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attor d-.>d thorefor. fho Judg>ont p~ for 1o thnt 

1 4efon4nnt bo o4Judged and requi red to deliver to plAintiff' 

tho three loto of silver described 1n t he conplnlnt. !ho 

dofonciAnt SoloDOn h not holding or poooooolng c.tJ.7 po.rt of 

tho throo l ote of ollvor aa an i ndividUAl, If he were to 

attonpt to coopl;r vi t h the dODO!ld ao an i ndiYidUI>l , he would 

eoa>1t A oriol!llll act. The dlvor wao bo\l&bt o.nd paid for 

by the Oovornael,lt of tho Unl tod Stateo and 1o llOW port of ito 

nonotar;r otocka . It is 1D the poooeaoion of tho Oovernnent 

of tho United States and h Jlh7o1colly l ocated at tho United 

Stotea J.oea:r Office, Eow York . !he C..urt ooru>Ot require 

Sipnd SoloDOn to perfom ~ oct oo an individual in roapoct 

to thio oilYor. I n his official C3pacit y, oo Superintendent 

of the United Sta t eo Assay Otf i co at Non York, ho ia only a 

oo.ndotary , hio posaosai on bolng that of tho Oovomaont of the 

UAitod StAtoe , Tho osso;r office ia a port of the Treasury 

~rtcont. Ho 1a nn mployee of the Treasury Daport llent 

Qlld 1o oubJect to the lnwa of tho United Stotee and tho rulso, 

re£Ulationo and 1Detruct1ono of tho !'ronoury Doportnent . The 

AfriciAYite 1n oupport of thia ootion ohllw that he hoo received 

opeci!ic i notruct1ona frO<> the Acting Secretary of the Treaoury 

that the oUver 1n quootion aholl no t be doUvorod to an;rnne 

othor than " duly authorized officer of tho United Stotoa. 

Nnning Sisaund Solooon i ndividunl l;r i n t ho roplovin action, 

ao t hough ho porao!lllll;r, and not offl cinll;r, pooooooed tho 

ollvor, dooo violonco t o tho facto GAd 11 oontrAdlctod b;r 
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• other alloptioDo 111 the COBplalllt. • oboul4 110t b&Ye b..., 

oued oo &II 1D41T14Uill . !he ...S t ~ir•ot IWI 111 hlo official 

C~~p~>Cit7 1o 111 ettoct a ...St epinot tho United Stoteo. !b1o 

Covt ,..., not aoBUD' JuriocUction or srant any relief there111 , 

ainco the UD1 ted Stilt eo b&o not CQnoented to bo oued. !letls1!1! 

Jroo. • Co . .. • llorp tb&u, 85 red. (2d) 677. It thio Court 

ba4 JvhdietioD of the actioD, I would ban cranted dete!lll.­

...,t1 0 110tion for I~ J~eDt OD the sro\IZI4 that it 1a 

clea.rl7 eotobliohecl. that title til aDd rlcllt to the poooeooloD 

ot the other are 1o the Ooni'DIIont of tho 0111 to4 Stotoo and 

DOt 111 the plailltltf, and there 1o DO cenullla looue ao to aD7 

uhrlal tact, 

I am of the op1n1oD that thia Court hal jur1od1ctloD 

of tho action 116P1Det the Federal Raoorore Janlc Mel the action 

o.cainat tho Unitecl. Stotea Lineo CoiDpan)'• In each ot theoe 

00101 4llme«e1 are sought, 1t the 11lnr conDOt be doliverecl. 

b7 thole daten<laDh to the pla1Dtlff , !be tact that tb11 

1Unr io now owned and poaaooaed b7 tho Ooni'DIIont of the 

United Statu dooa DOt 4epr1n thlo Court of juriocUction. 

Tbe Uni tD4 Stoto1 Lillo a wa1 a co-n carrier tor hire aD4 

C&nllOt cla111 to be !JsUDo from 1u1t , on tho thoory that tho 

1ult apin1t tho carrier h 111 ,rtect a oult '*'inot the 

OovorniDont of the 111:11 ted Stateo. llor can the Fodorel ReeorYe 

llw>lc ouoeooetully aci.Yance tb&t plea , altbouch by atatute it 

1o roquiro4 to act ae the tiocal acont of tho Oonn~~~ant ot 
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t.ha U!l!.Ud Statu, aa it cUd ~ reepeet to t.h' nut lot of 

oUnr wbl.cb arr!.nd on the s, S, •Jo,_,.d!.o• . Tho J'adoral 

Reaoroe Rank !.a much 11oro than a corporata _,.ncy, created 

b:r Act of Con&roae , •tor aovor1111ontal ondo0
• Ivan corporate 

cover~~~~ontal agencies , with only a tow oxcoptl.ono , have no 

legnl immun~ty. s,o, Xoifor & Xol.fer v . Roconotructl.on J'inance 

Corp· ot al , }05 u . S. 588, and coooo cited therein. 

In t.ho suit ae>inat Unltad Stat .. Ll.noo Collp8D1 

in reopect to the aecond lot of el.lnr bro\l&ht bore on the 

s. s . 0 Preo!.dent Harding" , t.he 80tlon for """""""" j~ent 

h granted. Ti tlo to t.ho aU TOr bad paooed to the eo ... ,._ 
mont of tho United Stateo when tho oilvor waa put on board 

tho obl.p at Havre, under the oxprooe toroo of the contract 

with t.ho Government of Spain. 'l'ho e1lver wao bought directly 

by t.ho Government of the United Statoo froiD t.ho Qovor!llllent of 

tho Spanhh Republic and it vna ohippad froiD Barcelona , Spain, 

by tho Spanioh Govornccnt t.hroucb t.ho firm of Acot, deaignated 

•• t.he Governcont'o a&ont in a ll!.niator!.al Order d.ated June 

20, 19}8, to t.ho Superintendent of t.h• U!l!.ted Stateo Aoaa:y 

Of fico at !low York, vhoro it waa clained and r ocol.vod b1 bill 

lLt web SUperl.ntondent. At t.ha tlmo tho llinl.eterial Order 

••• 011Ldo on Juno 19th, 19}8, directing the Bank of Spain to 

mako tbl.o lot of silver avail!Lblo to tho 111n1ot r,r of J'I.DBDCO 

o.od loonomy in tho form of " loOll, purwo.nt to the decree of 

Aprll 29 , 19}8 , t.he ailvor waa, aa t.ho Order etatoa, "bold 
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1.m tJ>o cuatoq of t.l>ia 1Uniatr7 or rt"""co u4 Sco1>0~· • 

The OoYertllllont or Spain acquired tho knlt1 o title to t.l>e 

oll'rer at Barcelona, Spall>, on IUIIO 19, 19}8. Tbo ll&nlt of 

Spl>in bDd no t1 tle to tJ>o ail ... r or risbt to t.l>e poaoeo~ion 

thoroof when it dOIIIDllded tbe dlver rro .. t.l>h defendant, Md 

1 t baa no clal.m for dam&&<>• tor tho !allure of defendant, 

United States Linea Comp&nT, to comply with ito deo&nd for • 
4elhOI7 of t.l>e ailver , 

.La to t.l>e t'irat lot of oilYor, plalntiff arguoa 

that the contrcct for ita purchAse wao with the llonlc of Spall>, 

ao principal , and that it provided for the purchase of ailYer, 

property of tbe 'bank, to be peid for b)' p&1100IIt to the 'bank. 

Tho Arl\llllent h baaod cainly on tho !oct that t.l>e Federal 

0 Rooorve Bo.nk in i ta cabl e to the !lank of Spein stated "lfe, 

oa !local agont of the United Stotoo will purcllooe t'roo 

:vou up to approximately 5,000, 000 ounceo .999 fine of silver'; 

and ·~ of coat of oUvar to bo peid t o 10u b)' ua upon 

dolhery of the silver• , Plain UN aloo roUeo oo t.l>e letter 

o! authorisation to tho Federal Beoerve ll&nlt frotl the Acting 

Socret&ry or the Treasury, dated llarcb 2'], 19}8, confirming 

"opocitic authorization tolopboned to :vou toda1• to agree to 

purchase , ao fiacal agent of t.l>o 01\itod Statu, froo tho ll&nk 

ot Spein, »arcelona• and stat ing further that 0 inatructiono 

reprding p~cnt of the coet or the eilver to be made by you, 

ao fhcal agent of the United Stotoo , to tho Bani< of Spein, 
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Barc.elona, will be sinD to 1011 'b7 •• OD or 'before the date 

of doUvory of tho silver to JOU at .a 4ea1CD&ted depodt&q 

purouant to tho toroo of 10ur cable. 1 

At the be&i nninc of tho negotiation• 'betwoon t ho 

two goverlllllonto tho procedure outlined b7 tho SocrotaJ7 of 

tho Troaoury an4 COtiOW>leoted to tho Spanioh Acbauador at 

1'aohlnston on JanuaJ7 28 , 1938, contained the t110 follovlnc 

porocraphol-

1J, '!he Federal Reu"e Rank of 
l ew York, actlnc aa fioeal acont of 
tho United Statea , will eo'blo the Rank 
of SpaiD, acting aa flocal acent of the 
Spanish Govermont, a ceooaco oiDU&r 
in foro to tho ono onc.looo4, which 1a 
for 10ur contidont!al illforc~Ltion. 1 

5• Tho coblo aent by tho fodoral 
Reserve Bank of New York, acting na 
fiaeal ~t of tho Unltod Stateo, and 
cable acceptance of tho Bank of SpaiD 
ao fiaeol e&ent of the Spanhh Govern­
cent received by tho federal Rooorvo 
Rank of New York wi ll eonotituto A con­
tract. llo othor paporo relatinc to 
the contract are exc:bazlCOd-• 1 

'l'hio clearly !Ddieoted that the contract waa to 

be between the two Govcrm1enta tri th tho banks acting a a their 

fiocal agonta. In fact, tho lnatructlono of January 28, 19}8, 

bo.Ye an Introductory clauael- 0 Tho otopo to be taken b7 10ur 

Oovorncont with roapect to aale of allvor to tho '!roaaur)' 

Dopc>rtmont of tho United Statea would bo aa tollowa. • 
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In paracraph 1 71 of tho outlined procedure refol'­

enco no a&do to a tom of Mblo tho.t tho FG4er&l Reoer.o 

:Bank would oond and to tho ,.,.,thod of p&7DOnt, 'l'hat tom of 

CD.ble waa & gonor&l tom, to be oont to & forolgn bank whoao 

nat>O vaa loft blank, and while it aentlonod tho fact th&t 

tho offer wna frora tho Federal Re10rve BAnk of lew York 

•ao tllc&l econt of tho tTnitod Stateo• lt did not n&oo tho 

forolGn bank &a a floc:>l ~nt of the eolliQC t;eTorment. 

It appoara to bo a tore of otfor uoed on other oecaaione in 

tho purchooe of ollver abroad. 

On thla point we should not ovorlook tho pro­

vioiono of Articloo Two and Throo (quoted lo rootnota 1) of 

tho Decree of the Spanlah Governoent dnte4 Aprll 29 , 19}8, 

outhorh1ng the lliniotor of JinAnco nnd Econony •to toke ao 

a loan for the noceooitioe of the war the neceaoary quantlti toa 

of gold and ailvor co1na, 1...,"0ta, or baro , proport;y of the 

Bonk of Spa~n• nnd &utho r1•1ne tho Klniotor of Finance 'in 

accord wlth tho Preoldant of tho Council of KWotoro, freel.7 

to dlapo oo of tho gold and ailvor proceeding !ron the 10401 

to vhleh t.Uia decree roters. " Article Th.roo of tho eal d 

decree then goes on to providea- •tho W:tnlater of 71MDco and 

leonorn1 oay dotorn1no , if etrouoatoncoa warrant, that .olea 

or h;ypothoMtlona be Mrried out b;y tho :Bank of Spain o• if 

tho;r wore operotlona b;y oaid eotablhhaent and without pr&­

Judico to tho applicntlon to tho oporntlon In eo far ao the 
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footnote f l Artieleo two and three of tho dccro& 
&ro u followoa-

ARTICLE TWOa The Minioter of Finance 
and Econoay 1a authorhod to tako ae 11 loan 

for tho neceaa1t1tl of tho var tho nocoaaor.r 
quanti tloo of 111>ld and oUYOr coino, iD.~~~>h 

or baro, propert7 of tho llMk of Spain; and 

tho latter cstllbliahnont io authoriae4 to 
lond thea to tho llinlatry of Fin=eo c.nd 
Eeonoa:y. Tho OAid loano vUl bo pertoete4 
by nonno of on Order, which the llinlater of 

Finance and Eeonoey will inuo in llCCOrd Vith 
tho Prooidont of tho Counoll of llinlotero, 
without proJudieo to tho ottllbliahnont in 
due Uno of tho r<>qulalto credl to I n coJ>­
foraltf with tho Jlu46eta. SAid order will 

oblige the Bank of Spain to deliver the 
apocie and quant1t1ea retorrod, nnd for these. 
will conotituto 11 eortlfieate of credit ln 

favor of the Bank, repreoontln& tho obll&!ltlOn 
o! relnburoment bf tho Spllnlab Stato. When 

the loc.ned opoeio llro lbooo in tho cuotodT 
of tho Bonk of Spain, tho original Order 
will be delivered to it, When tho loaned 
opeeio ore tbooo i n the euotodT of tho 1111>­
iotor ot Finance and Econoay, tho l atter vill 

retain in hia poeooaaion tho Loao Order to 
dlacho.rao in duo eouroo tho obligation of 
del1YOrill8 to tho Bonk of Spain tho quantl­
tle o 1111\ich &ro depoaited with bin accordln& 
to tho t erce r oforrod to in Article one of 

thia Decree . 

ARrlCLB THREE& Tho lliniotcr of Finaneo 

la authorbed, in accord with tho Preoldant 
of tho Council of lliniatoro, froel1 to dlspooo 

of tho GOl d And oilver procoediDG fran the 
l oMo to chlcb thla decree rotare . The l!i~>­

lotor of l'lnanco And Econoay cay dotemlno, 
1f eircuaotaocoo mrront , thot oaloo o r b1pc>o 

thocotlono bo carried out b7 the Bonk or Spain 
aa if thoy woro oporntlono by anld eotabllehnent 

llDd without prejudice to the 11ppl1cntlon to tho 
operation 1:1 eo t or ns tho relatione bot•aon the 
Bo.nlr: o r Spain and the Stlltt &ro concerned of 

tho lawa deacribod 1n tho precedina articl e. • 
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relatione between the Bank of Spain aD4 thAI State are oon.­

corned of the lawa deocribod in the procodint a r ticle. • 

Tbia decree of April 29 , 1938 wao cade after the exchange 

of cableo betweon the two 'brulke on llnreh 30th and April lot , 

l9J8 , but before 4~ of the firot lot of oilver wao oh!pped 

on the llono&Ddie on lla.:y 25 , 1938 · Atter the edoption of 

aa!d decree on Apri l 29, 1938 the Miniatr:y or J'inance ond 

lconoey of the Coverment of Spain prcaulp.t od two llin! ..: 

ter!al Ordera , de ted llaT 17th, .1938. aD4 lloT 19th, 1938, 

Which are quoted in a footcote. (
2 

and J) 

The silver ehippcd on the s. s. 1 11o mo.n<Ue1 vas 

thet ncquired 1n Bnrcelona, Spain , by tho Coverment of Spain 

free tho Bfl.nk of Spnin under tho ll!niotorinl Order of IID.:y 

17th, 1938• The instructions for ahipnent s iven to the Bonk 

of Spain in the L!inisterinl Order of IIG¥ 19th, l9J8, d irected 

the :SlJlk to ettect the tronspnrtetion of the oilver thrcush 

the fim of A,tet ncrcae french terri tory and ita eabarl!at!on 

at the Port of Havre by order nnd for account or t he llin!otr:y 

of J'inance and !iconoey• , I n ey opinion tbooe tv0 ll!niaterinl 

Ord.ere , 1aaued under said decree, &how that the canner 1n which 

tho tro.naaction for the purcheoe and aale of tb.h o1lver wao 

concluded io the aethnd orig!nnll:y outlined In the negotiations, 

nanoly na a transaction betwoon the two sovornaenta, ~nd that 

the extent of the pnr t played by tho Bnnk of Spain 1n tbe 

tro.nl4ction """ thet of a !local asent of the eo .. orm:~ent of 
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FootDOioo l o 2 aDd 3 
Wlnlotorlal Order of Wa7 17, 19381-

In confornlty v1th tho provlolono of 
Article 2 of the Decree of tho 29th o f 
April , One t bouoand nine hundred and thlrty­
ol~t of thlo Wlnlatry, with tho approval of 
tho President of tho Council of Wlnl ator o, 
i n the nnoe of the Covornnont of tho Ropubllc 
hns decided na f ollovo1 That tho Banco de 
Eapnnn shal l onke avnllablo to tho Wlnlatry 
ot Finance and Econony, in tho torn of a l oan 
on t he temo and cot:dl tiona laid do"n In the 
Decree of April 29th, 1938, 175,000 kilogrnne 
of ~eseta silver coin reprooontlng a nonlnal 
~alue of 35,000,000 paaota. 

~lnisterlnl Ordor of ~ 19, 19381-

This Wlnlstry has decided to Instruct 
the bnrJtlng Institution, In connoctlon with 
the silver vhlcb -• tho wbJoot of a loan 
nuthorlzod by Ylnlaterlal Order of tho 17th of 
the currant nonth to off'eet, by order o.nd for 
&ccoWlt of t!le lllnletey of Flr.Mco nnd llconoey, 
the oporationa noccaaary for tho trA~sportati~n 
i n tranait o.cross Fronch territory lll'\d the ~ 
barkntlon a t the Port of La Htwre of tho caoea 
containing snld notal for ahlpnent and docu.­
.,ontntlon In tho n=e of thll 1odornl Rooorve Bonk 
of lfeo York, ao flocnl a;;ont of tho Treasury of 
the United Statoa of Arlor1CIIo Tho trenoport&­
t lon L~all be entrusted to the repreaontatlvea _ 
ot the !1m of AGET In accordance with lnotruo­
tlono received at thlo Wlnlotry froa tho Dep&rt­
aents of the Undor-Secretnry General ot ! raanonts, 
which tim will carry out, for transit purposes , 
oll operat ions of trn:lapOrtatlon ln l'rDllCO and 
of cnbnrkatlon nt tho above contlonod Port, aJ:d 
shall doll vor the docuaonto rclntlve to tho 
e<~barkatlon •.o 1 to Agency In Par it, which shall , 
then carry out the necoa1ary opor4t1ons of veri­
f i cation and ~ill foroard tho rolnt1vo docuaento 
to the Consul Gcnoral or Spt>ln 1n Now York !or 
tranaol t tal by blo to tho above aont1onod banking 
Inot1 tut lon In thot COWl try. 
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Spala. The record before ae coatalao a cop;y ot t.he loUor 

troa tho Spc.nioh klbaooador to the 1J odoral Roaor'fe llaak ot 

!low York a a J'iecal Acont of tho United Sttltee•, doted JlaT 27, 

19}8, in which he otatoo 1 I ao in receipt or tho following 

c.:>blod lnotruet1ono troa DT 0o1'ornnont and tho llaak ot Spain. • 

'1!1\e letter quoteo the cable ha rocolved ln which, ""on& other 

thinge , ho ~s 1natruetod to advlao tho Fodoral Roeorve Bonk, 

•:rou can tll>ke pa,-.,ent !or thlo ohlpnent b7 check drown to tho 

order of the Spc.nloh Anbaaoador in 'faohltl4;ton. • 

Suboequontl)', and undoubtedl)' o.a o result or tho 

deaando and 11 tl.tlatlon 1>4de o.nd l.notHuted in tho United 

Stoteo ln respect to thio first ohipnont or a11Yer b7 poraono 

enunlna to aet tor tho Bank of Spain, tl1o tw govormonts 

decided to deal dlrootl)' with oach other and ellninoto the 

l>Mko oo tlocal a;~ento in aey futuro tronaactiono for the 

purohnoo and sale of o11Yor . '!!hie clw>ge Ia cleorl)' uta~ 

llohod b;y tho contro.ota for the oocond o.nd. third lots ot o1l•or 

o.nd b)' tho new torn of ninioterlol ordora leoued ln reopect to 

tho loo4 or allld ellver b)' the llanlc or Spain to tho llinletr;y 

of 11nonco and lconoDT, and ita ohipcont . (See footnotes 4 and 5). 

J.aaunln&, orguondo , thnt t he contract tor tho tlret 

lot ot e1lver wae botwoon the Federal Reaervo Bank, acti..n& a. 

fhcal ocent of tho United Statu and the Bonk ot Spain, aa a 

prlnclp&l , I do not ooo that the pla.luUtt1o pooltion h !J:>. 
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J'ootaotoo I • II and 5 

lliniaterial Ordor of Juno 19, l9J8t-

In contom1ty oith tho provltlona 
of Article 2 of tho Decree of tho 29th of 
April , One thouaand nino h\lll4rod 1111d thlrtr­
oiebt thh llin1otry, with tho npproval of tho 
Proaldont of tho Council of lllniotoro, 1n tho 
naoo of tho Oovorm:~on t of tbo Ropubllo ho.a 
doeided aa follovat Tho.t tho llo.neo do IIJlAII" 
oball cake available to tho lllnlotry of 
J'lnaneo 4lld :leonony, 1n tho tom of a lonn 
on tho tome and eondl tiona l Clld dovn In tho 
Deer<>e of April 29th, l9J8 , 175,000 ldlogrooo 
1n 5-Pooeto ailvor coin roprooontlQs a non1nal 
vnluo of 35, 000,000 poootao, held 1n tbo 
cuato<IT of thio llinhtry of J'innoco and 
kollOD7· 

llinlatorlal Order of Juno 20 , 19331.: 

Plonao give tnstruct1~n• to 
effect tho oporat lona rolntlvo to tho 
ocbnrkntlon and trnnaportntlon of 
tbo 175, 000 kilogrona of 5-Poaoto 
ailvor coin which are tho oubjeot 
of the Order of thie llln.htry, dntod 
today, and which the fim of J.Gm' Ia 
ehlppi.ng to tho J'odornl Rooorvo llank of 
llov York aa fioeal a&ont of t bo Troarur1 
of the United Stotoa of llorth Aneriea, 
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prond.. l'l&illtif11o 10.1 t -.a!not t11e l'ed.eral .... ,..,, Jio1>k 

lo 1D replrtiD IUI4 1o b&oo4 on tl1e clala t bat t11e U Uo to 

&Dd ri@llt to poooooolon of tl1e flrot lot of oUYir •• 1D t11e 

pl&lntltf at all tl.aoo, nod \bat tho l'odoral .... ,..,, -

"wroadullT racolT04 the cl>a"olo abc>Yo 4oocrlbo4 1D nola\1011 

of pla1DUff1o ri@llto ao o..,_ thereof,• Plablt ltf' o ~ 

plaint 111 oal4 action 1o 1Dconotot111t with lto COW>ool' o ar~ 

oe:>t \bat tho cableo lu41cate that plahltlN llltero4 into a 

contract at pr111cipal for the oalo of tho flrtt lot of o11Yor 

to the Po4oroJ. ~~a .. ,.,. J1ank. ao f1ocal opnt of tho UnUo4 

Sta.tee. 

J.ltho\1&11 tho B3llk of Spa111 '"''" privatol.T o1'1Jio4 1>7 

1 to ttocli!>o14oro, 1t porfomo4 certain «oTernnODtal fllnctlono. 

It alono 1oouo4 tho paper curronc7 uoo4 111 Spa111. It """ 

croc.to4 under a opoclo.l otc.tuto ""d ito rishto, prlrileceo 

c.od ~ont wore t ho oubJoct or lll(;l.olaUon. Tho ,..,.._ 

0011\ of tho llank Will 111 obc.rge of o Oonrnor, two or throe 

sw..Oo .. ornoro on4 "'"'"""""" ConeoJeroo, vho romo4 tho Council 

of tho ~otabllohoont; the Governor and tub-aovomoro conot1tuto4 

the oxecut1•• n"n•stnant ot tbo Ba.nlc. It• OoYornor •• ap.­

po111te4 bp tho Span1oh Oonr=ent oo4 10 were the ou~vernoro. 

Tho Oov1>mor ba4 tho 4ual cherG<>tor of reprooontoUTO d tho 

Steto end Chief llxocutlTO Officer of tho Bank. !Ia co\lld 

411-ta eone of hlo poworo un4or certain condltlono to ~ 

~vornaro, Be proo14o4 onr tho OouncU of tho 11GDk. 
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PU.1nt1ff arg11ea !hot 1t na contrary to the Lnn 

of Spain, at they ex1oted 1n 19}6 vhen t.he hanco re•olt 

atartod, and oont1"1U7 to tho B:r-Lnna (Statutu) of tho BIUik, 

to d.hpoao of any mnetary cotol roquirod ao A reoorvo B4!Binat 

the papor currency 1aoued by t.he Bolllc and tbo.t t.horeforo bot h 

tho SpAn1oh Governnent aad tho l3alllc "ere without power to 4o eo. 

'to the affidavit of the tomor Spo.nhh Aabaoeador, 

l'orDAado do lot l!ioa, vh1ch ho DGdo October 17th, 1938 wUe 

he ..,.. tho duly recognized AabaoaAdor of the Republic of 

Spahl to the U:li ted Stotea, t.horo arc annexed properly autl>­

ont1catod copieo of tho followin&l-

1 . Lno of t.ho Spo.ninh Republic of October 14, 
1937, authorhln(l loghl.Ation by decree . 
under the ci rcunatanooa """' for tho pul'­
poeoe thoroin apocifio4, no publhhod in 
the •ao.ceta Do Ln Rapubli®" , of October 
15, 1937, tho " D1nr1o Ot1ci<>l" of t.ho 
Republic of Spoln tor tho publicati on of 
l.o.wa aDd decroe. 

2. Decree of AprU 29, 1938 authorisinG the 
Spo.nisll Governoont to 'borrow an ... r !roc 
the Balllc of SpeiD and 41root1nt: the BanJc 
of Spe1D to loan oUver to tho SpAniah 
Govenn<~nt upon order of t.ho IUniater of 
.!'iMDce and Econooy, with t bo llpproval of 
tho President of tbe Council of Winioters, , 
provid.ln& for the tome and notbodo of po;r­
nent for such loon• of a1lvor; And cut~ 
ori•i~< tho Uin1oter of finnnce and Econony 
to diopoao of tho oU•or for t.ho Governnont. 

3• Certificate of the Secretory General of tbe 
Bank of Spain, upon tho order •nd npprov.l 
of the Go•ornor of 84id· Banlc, t.Mt n copy 
of the fore6Qi DG deere, of April 29, 1938 
""" tranani t to4 to t.ho OoYernor of ea14 
Bonk on .LprU JO, 1938• 

~ 

• 
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~ l!.s lllnioterlal Ordero , relaUA« to thooo 
three lo\o ot oUTer , dated Mo, 17th, 
Jlo¥ 19th, JUDo 19th, JUDO 20th, &n4 

Jul.7 Sth, 1931 (2) , 

Under tho aboTo otatuto N>d d.acree dot021d.aoto CO~>­

toDd tb4t MT tomer requlr-..to ao to a aonetary notal ,.. 

ool'Te wore lopllT choDced &n4 tho llaDI< of Spain no obli«ed 

\o lot.n to tho Spaniall Oovorn11ent t ho ailnr later ool4 b7 

tllat OovornD021t to tlla Oovol1lfl411t o f tho 'O'Ditod Stateo , 

'rho low of the Spallioh Cortea , datod October 14, 

1937 was publiohod 1n tho Off1clal Oe.setto of the !lpaAloh 

Ropubl1con OovorllDent, !t'ho exlotonoo of tb4t low io llOt 

chollengod b7 plo1nt1tf, It authorised govermant b7 decree 

for certain purpoooo, althougb plaintiff contondo it did not 

autborbo governnent b7 decree 1n roopoct \o tho aetal r..: 

aoUl"cea of tho Bank ot Spo1ta, or &QYernoen' by aecret decree. 

Tho dacreo of April 29, 1931! a tatoo tlla t 1t 11 houod pur•~ 

ant to tllat low, In teet tho decree quotoo o.o autbor 1t7 

for ito ioouanco par t of the law of October 14, 1937• (See 

footllOto 6) , It further appearo on the face of the decree 

of April 29, 1931, tllat tho loN> of tho gold &n4 dlnr, which 

tho llaDI< of Spot.ln -• directed t o aalce to tho llilliotr7 of 

l'i...,co, no •tor tho neoo .. iUoo of tho .,.., fto opening 

parll(lrnph oo otateo t.nd «1vco tho I'OGoona thorofor, (Sea 

foot ... te 1), 
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Part of law of October 14, 1937, quoted 
in decree of April 29, 1938•-

Do temination of tho r.llloX1rrun llni t of 
circulation, ootabliahin& a covornso , in 
cotale, eecurl tlea, offoctt , or crodita 
tc {;llllrantoo aJ.l kinde of notoa or papor 
11one:v: tixiDg ot tho lilli tt Dnd condi tiona 
of crodita which oa:v bo oponod wit h tho 
State b;y public credit ontit iea; and liquida­
t ion of Juridical question And account• 
created b;y the naeda of the Niniator of 
71nance and Zconoay. 

Part of opani~~g paraarnpb of decree 
of AprU 29, 19351.:. 

The circunatancea or tho ve..r ublch 
tho le5i tioate Govor=ont of tho Republic 
anintaino in defenoo of tho independence 
of Spain dOI'IMd thnt tho oconoaic roaourcoa 
ot tho countr;y contribute to tho n111 tar:v 
effort of tho Spaninrdo. It is not to be 
doubted thnt DDODg theoo reaourcea , and Da 
Nntion~l Treasure, are tho aold and ailvor 
reoorvoo o.c=latod b;y the llnnlc of Spain 
b;y virtue of ita privilege of iaauing notoa , 
and, thoroforo, it is nocoaaory to outhor~zo 
tho dhpoaal. of said reaervea w1 t hout pro­
Judice to the obli gation of roillburt~~nt , 
1n tho """" proportioll o.a tho;r DAY bo uood, 
which tho State "•'!"""• w1 th thnt ootabliahnent. 
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!be decree of .lprU 29, 19JS, prortde4 tb&t on 

tM coii))U...,ca by tho Bank • Uh the tol'llo of ..., Order of tho 

1Uil1otl'7 of fi.Dallca ll&de pureuant to tho decree , tM Order 

iteelf would conatituto a •certificate of credit in f&YOr 

of the B&Dlc, ropreoan~iDC tho obliptlon of rol.abure ... ant 

by tho SP""'hh State• . There h ncthinc oxtraordlD&l'J' about 

thh arrance=ent, when wo conoidar tho couroa foll•• •d by 

otur forelcn countrieo 1D debaalnc their currenclea. 

Plaintiff arcueo at lencth thnt tho loan of the 

oil-for b7 tho BaDlc to tho IIWater of Finance did net peoo 

title to the ollvar and therefor that tho Spo.niah Oove~ 

mont could not in turn cive good t1 tle to othara. J'urthor , 

that any expropriation of tho ailver by the Oover11ment of 

Sp4in took place outside the torritcr:r of Sp4ln either in 

J'ranco , on tho last two ahipmoota , or in tho United States, 

on the !!rat ohipment . A conolderntton of the providona 

of tho doeroo end the lliDiatorial Ordoro t .. uod therow>der 

leado to tho eoneluoion that plaintiff' a contention b unaound 

end 1Dcompat1blo .tth tho !acta. 

'lhAlt me loaned by tho llonk of Spain to the Spsnlah 

Oovol'tllllont wao Spo.niah coin. Thio wo.o not Uke tho loan of 

a apeclfiod chattel, to bo returned by tho borrower. eo,; 
oldertnc only that part of tho docroa (.lrticle Two) It muat 

be evident that the Ooven>~~cnt 'O'DO not roqutrod to P"7 back 
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tho lclonUcal. coin it borro•4. 'lb. - wOI1l4 be ,..,.. 1t 

tho 10111 ..... &<>14 or dlnr bullion. !be 10111 palled title 

to tho dlnr, tree tho llaDI< of llpain to tho llpanhh ~bu.,... 

Oonrnaent , at Barcelona, llpaln. 'IIIII dooroo •nt boTond a 

bare pro'fidon for the 10111. It opecificallT pve to the 

llinhter of J'i...,.ce and the Pr .. ident of the Council of llin­

htero tho risht 1freely to diepooe of the &Old and oilnr 

proceodinc from tho loano to which tho dccroe refero1 , ~ 

tho decree end t ho Klnioterial Ordero iooued in reopec\ t o 

tho lut two loto of oilnr, i t roa411T appoero thot title 

to thet oilTOr and poeaeeoi on thereof were acquired bT tho 

Spenioh OoYerDI:Ient in Be.rceloDA. Tho Bal>lc of Spain ,.... not 

oven a fhcol &&ent in respect to tho oaid 11\St two oilver 

trnnoactione . As to the first lot of oilvor, tho eamo con­

cluoion io no lees clear when tho two llinioterial Ordere of 

M8¥ 17t h and ~ 19th ere road in connection with the decree. 

The Bal>lc of Spain by t ho llinioterinl Order of Ne;r 17th, 1938 

h directed t o ·- available t o thAI lliaiotry of F1nence and 

leon0107, • in the form of loans on tho to,.. I and condi tiona laid 

down in the Docree 1 the deoi&D&tod quantitieo of 5-Pooot n 

oilver coin., onder the 111Aieterial Order ct NaT 19, 1938, 

tho Bank woe instructed to effect t he trenaportation of the 

ollvor through the f irm of Aget, tbe Oovornmont ' o &&ent , "by 

order and for nccount of the )IJ.nhtry of Finance and EconOIO¥"• 
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! o all three tranOACtiono tho provloiono of 

Article !Yo ot tho decree applied, that tbe Minioteria.l 

Order 1will oblige tbe Bank of 8pa1n t o delher tho opocie 

aDd quontitiea referred, and for tbeoo will conotltute a 

cortifie~>te of credit i n favor cf tho Bank, ropreoonting 

tho obligation of reimburaeDGnt by tho 8p&niob Stat e• . 

In my apinion the documant &r7 record ohowa that 

thoro lo no geauine l aoua ao to wben or where tho Govern<ent nf 

Spain acquired title t o tba ollver. It no la :Barcelona, 

Spain, boforo t ho allvor waa obipped out of Spain. 

Plaintiff h&a atteapted t o ra!ao on iotua no to 

tho gonuineneaa of t he aforementioned Deeroo ot April 29, 

1938, Gnd tho aix Ministerial Ordora dated W.V 17th, KaJ 

18th, June 19t h, June 20t h and July 8th, 1938, iloued purSUDllt 

to the deeroe, Plaintiff baa ttl ~ained " cert 1fiente (dated 

llaT 22Dd, 1939) from .t.adrubal Ferreiro Old. Cb.l.of of Admin­

iotration of the Third Clnao of tho Export Accounting Division 

of tba State, Senior Official ot tho M1niotr7 of fiM.oee, the 

preoont official eh&r&ed with tho cuato41 of the Archives of 

the Miniotry of Finance. Tbio cert ificate !o neceoaar117 

limited. Be atat ea:- "I bnve under my Cllotody t he official 

arehivoo of th!a Mini stry, in vb!cb, attor mi nut e inveatig&­

tiono made in all tho officeo wbero t he aorviceo of F!nnnco 

and leon~ of tho Ropublicnn Government were ouceeoai vely 

1notalled, there baa not been found any original doe11m0nt , 

.,.-
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eDtl'7 or record ot thn pvpmed - • ot 11614 lllllie\1'7 

tob.lch are detailed ae follow. • !!leD follon a llet ot 

t.be d&oree of April 29th, 1938 aD4 the olx ainlottrlal 

ordero, ot wblch dll.l7 81lt.beDtlO&te4 ooplll ba.,. baeD wl>­

m1tte4 by d&tiDdDI>ho lll>.lleXId to thAI atfl d&'f'it Of DOD 

JerJU11>4o d& loa BiOio IWOrD t O 0oto'ber 1?, 19311, '!'he ll..-

22ndo 1939 oertlflcate lo of couroe b7 &D official of the 

pruo~t 0ovol'llll8nt ot Spain, thAI 1\lCCOitflll JrMcO force• 

ot thAI late ci'f'il war 1n Spain. ThAI cortlflcato dooe not 

ot ato, and of couroe could not otatlo t hat thit ottlci al 

hat 1n hit c:natod7 all the ottlcial archiYII ot thAI llinlotTY 

of l1DADCO ond ll:con01>7 of the torner llopubllCAD Oo...orncont. 

l or doe e tho cortiticato otato whether or not aQT ~ ot 

the doaw:~onh wore found - it 1o limi tod to originDl doCI1-

nont o, entri oe or recorda. If tho oortitioato related to 

docu.oonte, ontriea or recordo ot the J'rMCO Qoyernnent it 

would hnve oono probative value, but it purport• to relato 

t o arabi""' of tho fon>er Bepubllc:aD OoY8riiDint of Spain. 

It h not thAI certificate ot an ottioi al who euccoeded t o 

the office of cuatodian of record• without ao7 interruption 

aD4 in tho ueual ordorl:v war in which one otticial followa 

another 1n thnt capacit7 in an eotoblithed covornment. 1bat­

e-.er recorda of tho foraer Spanith RepubliCA~~ OonriiDint cane 

into thio cuatodi&D 1 o poaoeoeioD did eo ae tho rooult of tho 

oonqueet b7 the Franco tor coo of tho terri tory fornerl)' 

occupi ed by t ho 9l>anith Bopublicon OoverDCint . llhon we 
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coooider that the fol'llllr Oove..,...Dt of 8pa1n (the LoJalht) 

wu doteatod, that it abaD4one4 llaroelooa and other place• 

to which 1t auccenivel.J' retreated, Wltil ito otticialo aDA 

a large part of ito orrq cro .. ed ioto J'raoce, aod that the 

tormor Spanieh Governmaot 8oon thor8atter ceaoed to exiet , 

ot which we eao take judicial notice , 1t 1118¥ veey well be 

that when the new GovernDODt of Speio took poooeaoion of 

JarceloDA ~ other territory formerly bald b7 the Loyaliet 

torceo, it did not fiDd tbe8e docuoeota •atter aioute iovoe-

tiptiona made in All tbe ofticeo whero the aervicea ot 

F1116Dee aDd l!!eonOlll)' of tbe Bapublic<ltl Government were au<>-

coooively ioatalled. • 

!von the limited probative volue of the certificate 

ot the proeont cuetodian of tho orchivea of tho Minietr,v of 

Finnnce , mnde MD¥ 22nd, 1939, 18 furt her weakened, if not 

eompletelr de8tro7ed, by the dul7 authenticated copi oa of 

tbooe •=• 4ocuoento, all certified to in Au&uot 1938 and 

enoexed to the affidavit of t ba Spanioh Aabaooador, 8WOrtl 

t o on Oct ober 17, 1938· FUrther, defendaoto bnve aub­

IDitted the certiticete of s. Bep.oria., Secretary Ooneral of 

tbe .. l!o.Dlt of Spein, ~· i n Juguat 1938, counteraicned by 

Lula Nicolau D' Olwer, tbe Governor of the !oAk, aealed with 

the eeola of the !ank Gn4 the M1nieter of State. It read8:-

'CXR'rlFIJS: 'l'hDt in the confidential 
archivoe of thio Banco de lepana there 1o 
retainad a coot1dent1al C8rtification tor-

• 
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warded '117 !be Honorable the U,dor-S.oret&r7 
ot t ho 'rroCLaiU7 1n !erceloN> on t ho 30th ot 
April , 1938 coftrinc tran11111ttal to tho 
Oo•ernor of tho lllmoo de JopallA ot tho ton 
of a decree of the X1n1ater or Jinanco, alao 
cont1dent1&l, prollllllgated on tho 29th of tho 
above mentioned month and year. • 

That cor t1f1cato 1e duly autbent1cato4 by Don 

Adolto Shto Hontan, Under-Secretory or the X1nhtr:v of 

Pla1nt1tf1a counael 1nt1matea thot tho decree of 

.lpr1l 29 , 1936 and tho m1n1ater1al ordora heued thereunder 

me¥ hove been an otter-thcru&ht, that they wore not aa4o on 

tho datoa they 'bear but wore manufactured otter thia l1t1p-

t lon wae 1nat1tutod for tho purpoao of oat1afy1ng the Oovorn-

cent of the Un1tod States that tho acta or t ho Spnnloh Repub-

11con Government with reopoct to the oalo of tho ollvor were 

taken pureuont to aald Decree and X1n1ater1al Or<l.ero. That 

argument 11 baood on euop1c1on onlY• It 11 obv1oualy weak 

bocauao the Law ot the Cortea ot October U , 193?, publ1ohed 

In tho eft1o1&l Gasotto on October 15th, 193?, &&•.e the 

o!f1c1ala of tho Oove~t or Spain tho rlsbt to CQYorn 'bJ 

decree In relnt1on to many uttora, including ito curronCJ 

and crodlta, tho eubjoct matter of t ho decree or April 29, 

1938. It t ho power to make tho decree oxlated, what would 

'bo the noceoelty tor not oxorciolng thnt power , oepeclall:V 

by a eecrot decree. Tha decree ltaolf provided thot It waa 
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t o be aeeret, 1 ita publiCAti on 1n the Gaceta de la Republica 

bel~ witllhold until the Goverm>ent eonoldoro it opl>ort uno•. 

Secrecy wae nel ther unreasonable or auaplcloua un~er the clr­

cuaatoneee then oxiat1ng. Govornnent b7 docroe , aoeret 

dooreoo , """ not Uoitod t o Spain, ei tllor thon or now. 

An exccination of the decree ot Apri l 39, 1938, 

diecloeo• OAn1 provia1ona which woul~ not have bean nocetaar,r, 

1t ita only purpooo wae to coot the iaaue of title to tho 

aiher raleod by pla1ot1ff'a aulta. Artlclaa Two end Throe 

of the decree, herel.rlbefore quot·ed 1D a foot note , would have 

autflcod for thet purpoae . The whole decree, by 1 to refer­

once a to othor atatutea nod decreet and by ita nucorous other 

proviaiono, appears to be a carefully drnwn docuoont , intended 

to caot all the conditi one aris1D6 !roc tho loan of gold and 

ailvor by tho Bank of Spain to tho O?vorncont of Spain. If 

t hit decree were a docucent nanufactured for t he purpoaos of 

theae IUito, which relate solely t o allvor, bow io it tnnt the 

decree pr ovidoo for borrowingt of sold .,. well .... oilvor, 

froc tbo !lank of Spa1n b;y the Republican Govarr.DOnt of Spainf 

It cannot reaoonablY be argued thet these do=•nto, 

t ho docr oe ond tho ll.iniaterial Ordero, did not pnyoiOL\llY 

oxiot in August 1938, becnuao certified oopioa were prepared 

nt that tico and part of their outhont1ent1on paoaod throuGb 

tho hande of tho d1pl onat1c ropreaentntiva of tho United 

Statoa at Barcelona, Spaln. And it they did eo oxlat in 
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.aacu• 1138, ot at pro'II&Un ftl• h \he -'Uloate ot 

\he pre-• _,odiu ot u.. noon. ot \he lltllleU7 ot 

J'lauoe IID4er \he pNIIDt OoY .. W\ of lpun, \bat be Oftl4 

DOt fbi \he ~· la - 1113tt lt h DOt nftlcieat 

1'he aotlou ot \he nepeot1ft 4efn41111\l are ....,..W 

'b7 \he affldaTU ot S.D17 MoreaU... Jr., tbe tlalta4 ftatee 

SecretU')' of tba Trea81117o 6114 \be aftldarlt of Don J'erll&lldo 

41 101 l&.oe, 1110111 to October 17, 1938, ella be ... the 

8paallb .&abaeaa4or to \be t1nih4 Statu . It we be who il1 

the 8pr1nc an4 eu-r of that :rear coD4ucte4 \he aboYI cle­

ecribe4 necotlatlona with the Secnt&r7 of the TraaeU17 tor 

the •ale of the eiber 'b7 bil GoYirDJDel1t to the Go.,.1'11111111t of 

\he tlalted Stat.. . !heir attidarlh are opec1t1e and direct . 

The)' recite tha 4eta11e of tbeee traneactione 6114 aDDU 

docu.onte to wqpport their aft ... nte. !be facta eat forth 

, 
1D tha att1daT1t of Mr. llor&entbau are not put il1 iiiUI b)' 

&D1 oppoeinc attidari ta. I.e to \he atfidarl t of till Spaoleb 

.&abaeaador plaintiff euaeeh \bet perbape be waa not properl)' 

into .... 4 of what wae real17 beppen1nc at llaroe1ona, Spain, 

1D oilier warda that hie OoYel'llllllnt na deceiriDC bla &I to 

till true facte. 

For.J. obJection 11 ll&de b)' plaintiff t o the receipt 

ao4 cona14eraUon 'b7 thie Court ot the ator-ntlona4 afti-

4arit ot the 8paallh .&abael&dor on ho IJ'O'I'Dd•• (1) that U 
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doeo not eppur that hio con...,..nt ... thorhod hia to - tho 

oltlcladt eDt nhe hio l.aDw>lt;y 1D reopeot to toot11)'1J>Co u4 

(2) that the 4oC!IIIIenh a1111exed to tho ...,baooad.or' o atf14avit 

are not proper!)' ..,t honUooted. TUiDC 11p tho loot point f i rot: ­

.Ul ot t heoo do..-llto woro cortitiod eerl)' 1D .&ucuat 1938 11)' 

Don Adolfo Si oto Bontan, tho Under-Secretary of tho Ninlotr.r 

of 11D&Dce. Don Bontan I o li&n&turo ao tho Undor-S.crotar.r nt 

tho Ninhtr.r nt Pinnnco h oortitiad to b7 lloo1Uo Pavon, tho 

Cbief of Lcgolhationo of the Niniotr;y of State of tho Spanioh 

BA>publio. Mr. Pavon I o oipature nnd nttlco ~ro in turn 

certitlod to in Jucuot 1938 b7 Mr. Leo ..,rle;y, tba Vioo-Coneul 

ot the United Statoo of America at llt.rcelonn, Spain, On the 

argument nt tbeoo moUono thoro """ filed with tho Court a 

fUrther cort111cate b;y NJ', l:orlo;y ao oaid Vico-Co:>aul, clatad 

October 21, 1938, in whi ch he otateo that theao doew>ento were 

r 
duly cort1f1o4 l o b;y Don Hontan •who on the respootive dntoo 

on which &aid cert1t1catoo were executed b7 hln, waa tho tJndor­

Socrotary nt the Niniotr.r of rt....,co nnd waa, ao ouch, aut hor­

hod b;y the Miniater nt P'innnoo to olen each of the docuo:ent 1 

certified to b;y hin; ouch Niniotr.r of F"inanco bela« tbe lawful 

cuotodian nt tho original of each docwoont. • If thoro were 

~ tochnlcal defect 1D tho prior certification by t ho Vico­

Conoul in respect to cuotod;y of tbe docuconto, it •• cured 

bJ thio lntor certiticato ('l'itlo 28 u. s. c • .L f69s.: llulo 

~ (c) Fodoral lluloo of Civil Procedure), altho"61> evon tbh 

certificate tailo t o oathf7 plainU!t becauoo t be "Nin1otJ'1° 
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inotea4 of the "1Un1oter1 1o cerUtied o.a the .,._to4ion. 

that 11 not icportant . lew Mexico y. Temt, 275 tJ. s. 279. 

At to tho other point , tlu>t 1t doeo not tppear that 

hio eonroment authorhed t he Spanilh .U:.'baua4or t o wain hio 

1ccw>1t:r and cake the attid&nt, I th111k thet all ot the our­

roun4ins cirCilDataneeo iD4icete tlu>t he roa4e the attid&nt 

with tho full knowledeo and appr oval of hh gOvernment. Be 

onnexeo to it duly certified eopieo of docucento !ron the 

fileo of the ~ioh M1n1otey of J'iD&Dee, which were oent t o 

lliD by hio Governnent. 1lb1 ehould theoe doCW!Iento bo oo enre­

fully eortified If they were not to be uaed in a l eaal pro­

eeedl nsf Be was not coapalled t o calce the effidoYit , Be 

lu>d ooD4ueted the necottoUona tor the orue of the oilYor b7 

hie own government to the Governnent of th• Untled Stnt••• 

Be wao tho logical CAD to DAke the att1dnv1t otattns wlu>t his 

Gonrnnent did, juet &o Hr. Jl.orgentheu, Secretary of tha 

Treasuey , oode en affidavit of what t he Governnent of the 

United Stateo did In theoe mattere. rho lacunlty from taoti­

fyinc 1o aonethio;; t o be clai,..d by en Anbaeea4or. If he 

teotl!leo voluntarily, without the authorisation or bio Oov­

ernnent , that is a mattor between hiD aD4 his Governceot . 

'It deprives bin neither of blo coapetonoy, nor of his ored­

lbllit;r•. United Stateo v. Ortega (4 W&lh. C. C. 631) 

2:1 Fed. eo.a. 359, 361 (C&oe llo. 15, 971) . A third part:r hoi 

no rl~t to aeaert It tor hio own beooflt . 
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.&ttlda'lih ot a.rt&la expert• OD lpeDiell law 

baft beeD nlaitted b7 pl&lnUtt lD"" ea>4MTor t o allow tba* 

u ... DOt wltbiP the power ot the lpaa1ell Goftr1l11Ht t o .a 

the deoree ot jpr11 av, 1938, or t o Mll the allftr u aoquired 

troa the - ot lp&lllt bo.,_.. ot pronolooa of the llpaDJ.ell 

Conati tut i on and cortalD etDtutee ot the lp""iell Cortea. Lite-

nee, plai Dtlff attacll:a aa W>coDatitutioMl the decreoa of 

the Spaz>lell OonrnceDt , reconeUtutlllg tho '*'berohlp ot the 

Board ot Diroetore of tho llaDlt of Spain by reao'lin& or deelarinc 

lnellgl ble cortnlD '*'bert ot the Board """- naDlnc othero ln 

tbelr place. Boc:au" wbAt tho law of Spain le or wae preaenh 

a queotion ot fact, plaintiff contende that a naterial iaoue ot 

tact le created b7 the opinlo"' of t heeo experh on lp...ieh 

Law, which preYenta a doteraination of th~a litigatloa oa a 

ootioD tor ouacar,v ~at. Tho depoe1t1one of thoee 

' e~a would be COllolderod 1f tho acte eballen&ed •• illo9'1 

were not tho act• ot a foreign eoyerolgn, in roepect t o pro­

port7 w1th1D i to territorial. bordero, aotln& under eome eol~rable 

l egal .... cuon. l!ut froo all the docaoentaey record• l a. till a 

eooe 1t wae the ooverelgn Oovernoeat of Spain that by ito ach 

waa dealln& wlth o1lftr located 1n l!&rcalona, Spain, aunolllg 

to act under a goftrooental decree which 1 tat eo that 1t ... 

hnod pur"""'t to a epeclflod uhtln& otatut e . 'l'hle Court 

cannot go i a beclt ot tho decree, .....Ud "" l h taco, or the 

aiDloterial or dero c1Tln& effect t o the ~croe, t o co,..ider 
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cotber or oot tbe7 were con aU tuUoliAl 111 lpaio, or coulateot 

with the provlolooe of aA7 otatute of t be 8p&lllab Corteo. 

0 The Court& of one 1J>d8j)elldont 80•e..,... 
C18llt will oot ei t lo Ju4t,pent on t ho 
valldit;r of the acto of onotber, dooo 
within ita own territory. • • • lhen 
lt ie oade to appoar that tho !oroign 
80verncent acted ln a given we¥ on the 
ou~oct catter of the litigation, the 
detallo at ouch action or t he oerit of 
the re101lt canllot be queotionod, but cuat 
be accepted by our courtl ao a rule tor 
their decision. • 
Motal eo. , 246 u. caa••· 

!!ere the plalotitf waa a corporate lllltiOliAl of tbe 

Spalliab Coverruoeot at t ba t1CI8 of t he alleged e:q>ropriation of 

the lllver l ocated in lla:rcelonn, Spain. Plliotit! abould aoelt 

relief in the courte of ito own country ll£&i llat t hoae c o Are 

al leged t o havo illegol.ly taken tbe a1lver. United Statea v. 

Bolcont , 301 u. s. 324, 332. 

Plaintiff '• counsel further argueo thnt thero la on 

iooue of tact as t o whether the official• who act•' for tho 

CoveJ'IIIl<lot of Spain 1n those tronoactiono were act ins tor 

t heir govor llD8nt or for thecaelvea itldlrlduall7 o.r tor sOC4 

lobor organiu.tiono. Plaintiff ouapecto that by tbooe oUver 

tralloactiono t he Spaniah offlcialo loot ed tho l!aDit of Spain 

for thecaolvoa or for certain non-governcentol orgaD1&at1ona. 

However, we can toke Judicial notice of the fact that Negrin, 

who gave tho inotructiono t o the Sponiab Acbaaotldor , woe the 
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P..-lor on4 llloloter of :rloaDee of U.o llepll'bllc of Sp&in. 

The rocord ol>owa that Ule no&<>tiotlono for tho pvchaoe on4 

oala of Ulo ailnr were c=rloc!. on with U.a Socret&%'7 of Ule 

TrooiUT)' of Ulo Unitod S~too 'by the duly accre4lto4 Spnnhh 

.l.ebc.aoo4or at 11aoh1ngton. Tho aueplcio11 of printo lootlnc, 

ll4:nmcod by ploi.11t1ffl e counoel, 1o boood 011 (l) cartalo loltl.ala 

of Spo.nhh labor o rganizntiono oppearloc 011 U.o boxeo in which 

Ula ou ... r wna ahlppod, and (2) on tho !act that the Spnniob 

Aabaooo4or caohod at the TreaiUT7 Doportaont tho checb sinn 

lo ~ont for the allver, Plo1nU!f' o co~mool dooo cot 

directly quootion Ule good fnll.h o r honooty of tho Socr otsry 

of tho Traooury and hle uahto.nta, o.nd oo otatoo. The 

lnlt1ala on Ulo boxes of ailver could proporl)' bo occo~mted 

tor without auapecting thot thor indicate thot tho ellver wee 

etolon from the l)nnlc of !!palo and turned ovor to tboao or~ 

hntiona . Likowhe the !net that the Sponieb Ambaaoodor bD.d 

tho chocke caobe4 at Ulo Troooury ~tae11t doeo not ,juat1f7 

tho auaplcion thot he woo ta1t1ng tho DOnoy for Ulo poraonal 

pvpoooo of off1c1alo of U.o spo.nlob OoYe..,..nt or of certe1ll 

Spnnhb orpniz&tiona , or warrant Ulo intorenco that tho Soo­

ro terT of tho Troaour)' and bio aoototo.nto OODDi'fe4 at lt, 

lndoe4 tho noticoa nnd dolo4ndo and 11tl~~tot1'n in Ulh countey, 

omAOD.ting !rom cortnin peraona who cl nlmod to 'bo acting for 

tho l)nnlc of Spain, 110uld bo n good rOC>oon for not dopoelting 

tho chocb in OJl7 account which 110uld oxpc>oo tho fUnd to 

turl.her liti,ation, 
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But llby all tboae auapicions aa to tho poraoD&l 

80t1Yoa and purpoaea of tbo otficiala of tbe 9paoiah llepubllcen 

Govern-ontf Suapiciona aro not aufficient to r61oe a ~nulne 

ioauo of fact, Suap1c1ona might bo directed to the othor 

oido of tbh l1 tigntion alao , aa to tho real aouree of tho 

noticoa, domanda and liti~tlono heroin , wbilo o civil aor 

WDt boinc foU&bt in Spain. The nout ralhotion of thooe tunda 

tbrou&b l1t18"t10n bad certain allitory adTantace•• '!!hie 

Court will not base i te decioion of tboao 80tiono on su8l)iciona, 

but on facta. l!ulo 56 (c) ot tbo :rodor6l l!uloa of CivU 

Procoduro requires tbo exiatonco or o genui.ne iuuo oa to a 

matorinl fact, on which to baao a denial of a do.fon4ant1a 

motion for s""""'ry jud.,.ont . Tbo aomo 1o t rue under l!ulo 

113 of tho N~ York Rules of Civil Practice. CutrY v. 

WAcken; ie , 239 N. Y, 267, I n my opinion tho auapicions 

advanced by plaintiff ' • counoel aorve to crooto only a 

foiBI'od iuuo. 

a 1a claioed that &DOtbor houo or fact 1a 

prooontod, by a!flclavito au'bro1 ttod on behalf of plaintiff , 

AI to tbo conoont of tbe Bank of Spain to tho oilver t~ 
action with the Spanish Govermont , whothor tho consent wo.a 

Bivon by dul7 constituted offlcoro o.nd dlroctora and whether 

1t wao voluntary. Tho docroo and tho m1n1otor1Al orders 

wore IOAildetory. The Bank apparently coopl1ed. Whether it 

did oo 't'Ol untor1ly or under lepl coapula ion h not ""teriAl 
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to the deten>lDat1on of theae aotioDO. In thh oonneetlon 

tbo aftlda.lt ot Aurelio Tallo , sworn to llareh 24 , 1939, 

nooort o that tho 'head otfieo ot tho Jaok ot Spain l• no~ 

o.nd boo boon tor oono tl.J:Io located ot :Sur&Qo, Spain. • Ho 

&leo ototoa that 1 \he movin& paper• (deton&nt' o) indicate 

that the o1lver waa ah1pped to the United Stnteo troa the 

:Srnneh ot tho Jaok of Spain at llarcolona•, But hie affidavit 

otntoa in another pnr~ph that 'tho :BAnk of Spnin hoe ito 

bend ottlco under no ran! condi Uono at llndrid1 , Tho recorda 

would indicate that the heed otfico of the bank follo•ed tho 

Sponlah Lo;yal1ot GoverMont wen 1t DO'fed tron llndrid to 

:Barcelona. But all of that 1o beoldo tho point. Thooe 

"ho woro in charge of the :Bank of Spain n.t :&nreolonn, 'Ohethar 

olooted by tho atoc~Jloldero or appointed by the Govorncent, 

Tlbethor the heed office wna in :&nrcolon& or oloowboro , co.> 

plied filth tho decree of the SpN>ioh Ropubl1cnn Governcent 8Dd 

with tho 111n1otor1&1 Ordera ioiiUod thorOWlder in reapect to 

thh ail'fer located in :Barcelona. It "'*' be that &Q'fOrnDent 

by decroo doeo not leave ouch choice to thooo affected 1>1 tho 

4ocreea . But tt baa becooe quite C"'""::ID ln eone tore~ co~ 

tr1ee. 

In the three caeee nov boforo tho COurt, the present 
I 

Cha.ret diAttairo of Spain in the United Stateo boo tiled a 

•euggeotion• dated Uo7 25, 1939 in which be otatee that it io 

the deoire of tho preoant government of Spain 'in eo for •• 

it 11 ooncerned and in ao.'rar ae relBte to the iuueo 1n the 
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o'boT~enU tlod cauoo, that thio ~rtant =tt•r ohould be 

dotominod nttor trill on the QOrito• , ot .obich tho full 

fo.cto will be before tho court. I n tho fomal oU&~eotion 

tbuo tiled rotcronco 1o ce.do ta tho ntorooontloned att1daT1 t 

ot Jomanda do loa Rioa, 01101n to Ootobor 17, 19}8, o.nd the 

otatonont 1o Dado that tho Charg~ 1t intoroed that thio Court 

•oo an I>Ct ot international cool ty to'114rd ~ sovornoont ~ 

f ool thl>t it ahould not inquire into the facta 8Dd law, but 

ohould &ivo concluaivo effect l.a tho abovo entitled caoeo to 

tho otatonont of llr. de loa Rio a• , \'he •ouuoat1on1 than 

,.boo a quoation ao to the rell.ab1lU7 of tho oourceo ot 

ln!omatlon IIV41l.able to tho fomor SpaDhh .Anbaoaador , llr, 

do loo Ri oa, and atatoa "'l,y govorDDont dooa not lalow vhother 

tho paper record, aa proaontod by Wr. do loa Rioa 1a complete 

or authentic , or whether the facto with rotoronce to the taking 

ot tho oilvor cnntoro to th1a paper record. • 

I\ wno otated in OotJon v, Central Leather Co., 

246 u. s. 297•-

"Tho principle that tho conduct ot one 
independent governnent cannot be ouccoo ... 
tully quaationod in the courto ot &nothor 
1o &a applicable to a caao involving tho 
title to property brought within tho cua­
tod,J of o court. aueb AI wo ha'f'o hero, aa 
it waa bald to be to tho ooaea c ited, in 
which cl&ioa for 4noa8oo wore baood upon 
acta done in a foreign country, tor it 
reoto at loot upen tho hi&hoot conoidor&­
tiono ot 1otorn~>t1onol eoaity and ozpadi­
oncy. To pomit tho Vl>lidity of tho 
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ccta ot ono sovor-eip at.:-:.to to bo roo»­
aninod nnd porh<lpo condcanod by tho courto 
of nnotbor ~4 very cortnlnly 1 ~orll 
tho a~ie~ble relations botuoon sovornnonta 
and vox the pcaco of nntlnnt .' ' 

I on of tho opinion that thlo principle npplloo 

In thle cneo oven though tho auccoooor govornnont of that 

rorol&n country boa filed n ith thh Court " •ucsoatlon t bot It 

hoi r~ obJoctlnn t~ the triAl her o or l 1ouoo lnvolvlnc~ tho 

ac'-e of t ho GQvcrn."1cnt it aueeoo...,od. Tho tron.actlona oorc 

bot ocon tatt aovorcicn o>vcrn-,cota, ono or nhtch bought fron 

tho o thar cront qwontltloo of oUvor, a nd pold 9~ or tho 

,urchnec pr1co ~d tho title of tho ,urchnaor 11 nQ~ attccked 

In t hl o litigation. Intor~tionol c~nltf and oxpodi oney nrc 

no t unilntornl. 

Tho Socroto.r~ of tho Trcnaur:1 ''tl\tJ nuth.orhod by 

Act M Con{;l'oaa, tho Silver Purchoao Act f)( 1934 (48 Stnt. 

1178, e . 674: 31 U.S.C . A. §448 o t ooq. ) to trurchns o ailvor 

horo or a'broOll (31' U.S.C.A. l7J4n) for tho purpooo of nal~ 

tnlnU..1 o rAtio of 5 t.o 1 In t~ mno\.~r)' 1tocka of 6'Qld end 

ol l vcr bol d by t ho United Stot oo ( J l U. S . C . .\ . §Jlla ) . He 

,old t or t ho allvor u ith f undi ~· avn l ln'bl o t or t hnt purpose 

~:Y Contp'oll. Tho allvcr t hua purc.'>noo<\ 'boeono part ot tho 

roaorvc ll(ltlinot r'hieh silvor ccrtlflClltoe nro i asuod by tho 

United St~toa Tronsury (31 u .s.C.A. 14c5n), 
In Underhill v. Homwuloz, 65 1od . 577, tho Circuit 
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Court of Appealo of thlo Circuit, In"" oplnlon, 'OTitten 

by Ju4&o 'llell o.co otated:-

'Cono14e"'t l~no or cooity, aDd of 
tho hicbeot expediency, require that 
tho conduct ot et&tea, whothcr in tro.na­
o.ctiono with other otatoo or ~lth lndiv­
idualo, their own citi&ono or toroisn 
cithono, should not be called in que ... 

tion by tho local tribunalo or another 
juritdiction. Tho citi&ono ot a otate 
havo an a4cqooto r&dreoo t or o.ny grlov­
aneoo at ita hando by an avpoal to til& 
eourta or tho ot hor departoonta or their 
own sovornnent.• 

'l'hio eaoo wao later Aftlmed by tho United Sto.tco 

Suprone Court, 168 u.s. 250. 

In Anorican ~anann Co. v. United rruit Co., 

213 u.s. }47, Wr. Juatico Holneo bated tho principlo on 

oonothing core than eonoidorationa of eooity or of tho high-

eat expediency. Ho wroto:-

' 'l'ho ! un<!Monto.l reaoon ia t!ID.t 
it i a a contra41ot1on in to~a to ear 
that, withln ito jurladlction it Ia 
unlawful to porOUilde a oovorcign power 
to brln& about a r esult thet it declares 
by ito conduct to bo deoiroblo and proper. 
It dooa not , and toreip courts caMot , 
~it tlk~t tho tnfluenceo ~ere i nproper 
or tho roaulto 'bed. It Mll:oo the pe,._ 
OU!lalon l6ll'ful by ito O'llll act. 'l'he 
vory ncaning of oovor elgnty ia t hot the 
docroo of th& eovorei,;n n.o.koa lD"·" 
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There 1a another pr inciple invobed which aleo 

oakoo it lapoooiblo to conoidor favorably the 1 ougcootion° 

filod heroin by tho Chargb do A!f&iro ot Woobington of tho 

prooont Spanioh Oovornoent . That principlo wao rocontly 

otatod by Wr. Justice Stone in Guaranty Truot Co. v. United 

.ll!!!!!.• Jo4 U.S. 126, at page 14o ao followot-

0 Tho very purpooe of tho rococnltlon by 
our Govem=ent is that our natlon.ala na7 
bo coneluolvcly adviood with what sovern­
nant they cay safely corry on buolneoo 
tr3nanct1ona and who lta rcproaontntlYOI 
ore. It tboso tranoactlono, volld wben 
entered into, vero to be dloroaorded otter 
the later recognition ot a aucceaeor CQYern­
nont, recoGnition would be but an 1dlo cer<>­
aony, yielding none of tho advantoaoo of 
oatablhbod diplomtlc r olotlona ln on­
abling businoss tranaactlone to procoo1 , 
and affording no protection to our onn 
notlonnlo i n carrying thoa on . • 

Tbo principle opplioa ~ fortiori to tranooctiono 

between two governno.nta, one of vh1ch ia lator overthrown at1d 

a auccoeaor goYernnent recoplsod. 

It appears to co that tbeoe c .. oo obould be diopooec! 

of on tbooo notlona and not at a tril>l.. So gon11ino loauea of 

ony aatoril>l !octo are prcaentod. Tho entire tronaaetion ia 

boforo tho Court, evidenced aainly by duly authontleatod or 

llftdiaputod doCUIJente . The Rulo for """""ry ju(\&r.lont wao 

intondod tor juat 011ch a situation. Dotondanto1 motions tor 

Wt10ary Juo~G>ont are accordingly granted in tho aui te 86J'lnat 

::;36 

... 
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tho J'oderol Rooorvo &nk &lld tho United Sl4too Llnoo Cor!plu>T. 

3\n>&r)' j uci&Dont would o..loo ban boon trnnto4 , if I vore or 

tho opinion t h$t tho Court hod jurhdic tlon, in the oul t o;ltlinat 

Si~ Solonon, individuo..ll7 &nd ~· Suporintondont of tho 

United Statoa AaaQ¥ Offico at Nev York. Ao to tho Solooon 

oult I hold that thia Court baa not juriodiction, becnuae it 

11 in ortoct n ouit against tho United Stntoo which h$a not 

conaonted to be auo4, Tho var1ouo aotlono or tho dero~ta 

a.~ or tho United Statoa ar o d1opoood or 01 indicated in tho 

oponi"4 pnr8j;mpha of thio opinion. SubnH order• on two 

4D.J•' notlco. 

Datod, Jul7 14th, 1939• 

VINCE!Ir Lo LEIBELL 
United ~tatoo Diotrtet Judge 
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oROUP ~~AJ:;TDIG 
July 14, 19:59. 
3 :45 P. Y. 

Present : 

. • •• • Jr: 

oloy: 

*'c1: 

~ . !~ . Jr : 

c : 

~!. !{. Jr : 

Me'l : 

H. !l. Jr: 

UoR: 

H. M. Jr: 

Men: 

h, }!. Jr: 

!Jr . Gaston 
Mr . Foley 
Mr . McReynol ds 
Mr. Duffi el d 
l.lr . Boll 
!Jr. Vlhite 
}!r, Haas 
Mr . Lochhead 

Tho most important thin;: that I ' ve got 1s this • 
~:dlaon is con:pla1n1ng that he can ' t cot enough 
tonnaGe of a=ored plate to cooplote his steel, 
aeo? And we've g iven h1M aooo kind of a ruling , 
see? They 111lt\t t o put 1n the al'liiOrod plate 
and then haVe a Chance tO Write it Off, SO f orth 
o.nd so on. 

rfuo i s your man on Procurement? 

Uanning . 

Mann1ne; . You see, I want • ••• 

(On phone) Captain Collins , please . 

He ' s out . 

Tibot 

Ce.pta1n Collins 1s out of the office. 

(On phone) Hello. - They say Collins is 1n 

YcReynol ds ' o t:ice . 

He ' s not 1n my office. He ' s on tho way up to 
~ount . 

\'Jbere? 

Mount . 

Viba t llountt 

Hundred miles out in Maryland. 

well , aooebody'a got to take care o f this . 
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llc!l: 

H. M. Jr: 

!!ell: 

t• . M. Jr: 

L.: . Jr : 

0 

Bc.1: 

H. r' . Jr : 

( tlc 'l: 

- 2 -

M&>ul , his aseiatant . 

Vlho? 

Co.ptllin !.:aull. 

\/ell, I '11 gi ve it to you. 

0 . K. 

Ldison wants to see somebo~y f roo the Treasury 
this a!"ternoon. Ho 1s &0~ to t,et his a=ored plate , 
and the Tr easury r.on 1 t c1ve hie a definite ruling 
thet i f they - i t ' s 0. question or six mil lion 
dollars , and i f they sper.d 1t f or t 'cia stu.!'~ , 
whe t tar at the end or the per i od they can write 
it orr. The President says he doesn ' t wnnt to do 
that . He makes a counter proposal tha t possibly 
the RFC might f inance s ix million dollars, l ettinG 
t hooe people make proportionate writo- off s . !low, 
t hey say rr.aybe they ' ll uso it t or t our yeo.rs , 
mo. ybo they ' ll use it for s ix years . If o.t the end ' 
of the period , t here is otill 40 percent of good 
in it, we 'll sa;t , tho 09vet•1unont woul d own it, see? 
13u t he j us t doesn ' t wo.nt to an:r on a !"our- ;tear basis , 
"You can pay six million dollat·s and charGe off the 
whol e amount to t he Government n t tho end of four 
years . " 

( On ph one ) Hello. - I knor. , t:ette;rnolds i s c;oing to 
do it. 

Jut there are two men •·e need, an•! so..,ebod7 has cot 
t o r;o o\•er and see .Alson . ''e cons iders it; a matter 
of tremendous iMport ance . He di scus sed it a t Cabinet , 

Docs i t make ~~ sense to you ( Hc~eynolds) , ~at I ' m 
talkina ab out? 

I suppose it ' s nn advancecont f ot• setting up of 
additional factory equipment . 

Ri ght . And they wan t to bo able to write it off. 
The thing to do 1s to aond Tom Manning over nnd 
so~1ebody else and s eo l::dlaon, e;et the story, and 
report bnck. 

Yeft. , sir. 
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B, II, Jrl 

MeR I 

H. M. Jr: 

MeR: 

H. M. Jr: 

Boll: 

b!cR1 

P., L!, Jr l 

lleR: 

Bell: 

H. u. Jr: 

JleR: 

H, L!, Jrs 

MeR I 

- l! -

'1'be Prea14ent doean't want - he decided 1n ac.e 
ease 1n the Ba9J' Yal'd. t o let t hea 'fl'ite ott -
spoke or aoae case where they got a hundred per­
cent back. Ediaon spoke up - a case involving 
two aill1on d.ollara, 

I know that caae, Been t171ng to compromise i t 
for two years, 

240 

I don ' t know whether this 1a RPC or what , Edison 
wanted to introduce a bill where the Congress woul d 
aay to t hese companies, "Whenever you are througP. 
wi th the plant , the plo.nt belongs to the Government." 
I'm not familiar with it, but Edison is t'amll.1ar 
wi th it. 

Well , Uac, between you and Ed Foley, will you take 
this orr rtr11 shouldere.! 

Yea , s ir, we' l l do it . 

And as soon as we break up ••• • 

You don ' t get 1n on this , Dan, do you? 

No, I have nothing to do with it . 

I don ' t have any idea of how Supply or Procurement 
would get 1n on it either. 

I 'll tell you how, Wo have to certify as to the 
10 percent on the coat . 

Oh, that's ri6):lt . 

That ' s Internal Revenue , isn' t it! 

No, no, Procurement. 

Internal Revenue is the place for that , 

r.el l , he kept sayi ng Procurement. 

I know, but Internal Revenue is the pl ace where 
that's done. Procurement had a member on that 
Boal'd.. Internal Revenue is the one that I'lmll 
that Check on t he 10 percent - 10 per cent cost. 
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H. ll. Jrs 

Bell i 

H. t~. Jr : 

!!ell: 

Durtiold: 

Foley : 

H.l~. Jr: 

Foley: 

H. Ll. Jr: 

H. L: , Jr: 

Bell: 

P. . r.! . Jr: 

IJoR: 

H. l4 . Jr: 

- 4 -

It's on the 10 percent, that ' s what it ia . 

That ' s airplanes. 

Excuse me , .... 
Airplanes, too. 

All na val cons truct ion. They took a i .r pl anes out 
or i t . 

It ' a naval eons truct i on. I auppoae they can 1 t 
produce this kind of steel without making substant i a l 
plant a lterations and without putting 1n new 
machinery , and t hey don ' t want t o do i t unless the 
Government is willing to participate 1n the coat 
of the t installat i on. 

They want to charge up the whole cost of the six 
million dollars t o the 10 pot•cont. Now, the Presi­
dent sa i d , "flo , but l ot them charge a fair pro­
portion per year . " So I , ••. 

I don 't think it' s Tom M.o.nni nc , but I 'll have a 
good man go over. 

I ' d he ve a very good man e;o over. Would that be 
Harol d Graves! 

The Accounting group - this Cooperat i ve group; i t ' s 
Internal Revenue people. They have charge of i t . 

Ia it you (Bell) t 

llo there a re two men 1n Internal Revenue who handle 
1t1 a ll the t 1mo . Doctor Vining, who was 1n the !lavy, 
1s now 1n the Budget. Doctor Vining ia the account ant 
who handled i t wi th Internal Revenue f or years . 

Vlill you (h!cR) take care of i tt 

Yes ., sir. 

Edison is all worked up . The President d idn 't like 
hi ll s uggestion, Yl&nted to bi d f or it, charge up t ho 
a1x million t or ba ttl eshi ps which he ' s (Oi ng to 
apee1,f1 • • • • 
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Jlc!'l: 

_ oley : 

.1 . • Jr: 

·· · ' . JI' : 

'i.ite: 

• . Jr: 

· ·llite : 

H.: .. Jr : 

- 5 -

But he ' s stuck and he says even with the s ix 
milli on dollars expenditurea they 'll run ten 
months behi nd on tho schedule ; so let ' s g i ve 
h1m our hel p , 

I don ' t see what objection there coul d be - or 
course, it ' s a question of Internal Revenue ' s 
interpretation of ,·;hat is a proper charge- orr 
on the cost . That connittee i s the one tha t wou l d 
have to pass on i t . 

I don ' t think the llU£:.:eaUon of the Presi dent , 
lotting ~~c r~~ce it , i s eo hot . 

lise l t the Presi dent ' s ll\'t;Scstlon that you have 
l eeisl o t1 on? 

l:o , that ' s •:!u:.t he rlidn 1 t l ike, .dison - I told 
.;dison, "The troubl e •. ith thot - suppose Cor><:r ess 
votes acainst i t . 7hon <1t> hove nn intent or Con­
e r oos facing us . \:e ' ro t r yln_ to help you. " 
I \':ant t o hel p h1m. 

I don ' t think there 1 s nny quustion but l'lha t •::e 
cnn v:o1•lc it out sntisfnctorily . 

\"iho ' s :;ot sol:!Othinc inportont thoy want to shoot 
at me? 

!tothinc that you ....ay not nll•t'ady know about tho 
~• arill£s thi s morn1ng. 

Ho ( Folev) ~ave n9 a wri t en n•no~~. r.hich I 
ju:> t sont to the Pr~sidont . And I don ' t r.a •1e to 
co:10 untll :'1.\csday . I said thnt '.acner •anted 
Ilia !!onday off . 

Dld Kades ge t the 1mpreasion - seems ~~o total 
impression that '1111/ man ..,ot was that Jones was -
favored the Bill , but certainly \/all not enthus 11\otic 
about it. 

Oh no , he ( Foley) went nuch f\lrther than that . 

Chuck Kndes told me that every member or the 
Col'U!li t tee and every newopopor man 1n tho room 
knew that Jones was opposed to the lec1sl~tion ; 
that 'le d i d the same k 1nd or Job on thi s !lill 
aa he did on the Uoad Bill. 

.. 
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H, U. Jrl 

Foley• 

l'lh1te: 

Foley : 

\'lhite: 

!>oley: 

\'lhite : 

H. M. Jr: 

\'/hi to t 

H, l4, J'l'l 

- 6 -

Ob, not quite. 

W11l aa1d - Will 1a the clerk of the Caamittee , 
and Will Bald that eVe'I'J man on the Coamlttee 
lmcnra When Jonea 1a 1n favor of aJQ"thlna and 
everr man on the Committee knows When Jones ia 
agalnat aomethlns, by bie attitude; he ' a down 
there all the time, i t 1e Jones ' s Committee. And 
Will told Kados that everybody thoro !mow that 
he was opposed to this legislation. 

"He can do a beautiful job When he ' s 1n favor, • 
Will aaid. "Did you ever see him when be was 1n 
favor of something?" 

Kades said, "No." 

"You ought to see h1m when he wa.nts something. • 

And the Hew York Times mnn said to Kades , "Some­
body's got to come down and bail this out, or it 
will never pass.• 

243 

He stressed two things . One was that he emphasized 
the fact that if it were properly administered, 
certain of these features were good. He stressed 
~he fact that i f i t were properly administered, 

That's right . And he didn't understand the interest 
rormula. 

Didn't understand it. Read it fifteen times and 
didn't understand it. 

Be told Barkley they wore ehootins at a squirrel's 
eye . Barkl ey explained 1t to him. 

And bo said he still didn't understand it. It got 
a laugh. •or course , if this big financeer doesn ' t 
unders tand interest rates , you can imagine bow 
cockeyed it is.• 

Who • s goin8 to be here tomorrow? 

I probably will be . 

Hot you. That 1s all right . no , I don ' t - you 
fellows working on this Bi ll ought to stay away. 
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Duffield: 

li , IJ, Jr : 

\ /hi to : 

:Jut' f ield: 

\,1lito: 

H. !J. Jr : 

Onoton: 

!-'oley : 

\ihi.te: 

Foley: 

White : 

Fol ey: 

- 7 -

QuGnt to stay awayt 

You and Foley. I moan Wllite and Foley particularly 
ought to stay away Satu~ay. 

Don ' t ask why. 

I tll1nk he ' s linina up w1 th J e aa e J one a • 

He did make one statement tlult lllig)lt pl ease you -
it wasn ' t passed on - about the interest rates . 
He f i nally sai d , well, he would be satisfi ed if 
they bad s=e nexibility and 1t they l ett i t 
with tho Secretary of tho 'l'reaaury ' s approval. -
the rate with the Secretary of the Treasury ' s 
approval . 

\loll , I can ' t help i t . I phoned the President , 
dictated a memorandUlll yesterday In have h im speak 
to Jones before ho went up , and I 1ll bet anybody 
a hundred dollars to a dollnr he never did i t . 
Vlo ' re carry ina this . 

lle d i dn • t say anythina in support of the pr ogram. 

He d i d not , and he created the neneral impression 
that he was critical of the whole thing , and moat 
of the power e he already had; he didn ' t need all 
the money , and he could do mos t of these things 
without additional power. 

Taft said, "Isn' t it truo , Mr . Jones , that you can 
do substanti ally everythini t hat io proposed to 
do here tor the railroads? and ho said, "'!'hat ' s 
right , I can. • 

With the exception of - no , thoro were two exceptions . 
I think he was very carefUl of what be said, however. 
I gather from our me.n • • ,. 

That' s what Kades sai d , that tho record woul d l ook 
all rinnt . 

I t wouldn't look as i f he opposed the Bill after 
it was in wri t ing. 

I t was t he way he said it. 
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Gaston: 

r/hite: 

- 8 -

He reluotantl 7 assented to &V&rJthins• 

That -• the 1mpreee1on, 

~4 5 
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Bello. 

Jal7 1._, 1939 
9 1~ • ••• 

246 

Operator: Oo abea4. 

Robert 
Wagner: 

ID!Jr: 

W: 

ID!Jr: 

If: 

l!l!Jr: 

11: 

HIIJr: 

W: 

!D!Jr: 

lf: 

ID!Jr: 

If: 

HI!Jr: 

If: 

ID!Jr: 

W: 

HI!Jr: 

V: 

Bello. 

Bello. Hello, Bob, 

Hello, Henr7. 

Yea. 

8a7, about testifying, do you think you ought to co:re up? 

Vell , you mean at all' 

Yeah. 

I'm ready to . 

Well, I think you ought to myself, but I didn' t want to." 

Vell, my statement 111 all writ ten. 

Oh. Well, that's tille. Well listen, how would-- about 
next Tuea - - you know, I want to be able to announce u, 
that'• ell. 

Yea. 

How would next Tuesday morning do' 

Tue~da7 or Monday -- whateTer you eay. 

Well, I want to -- you lalov, I don't want to appear to 
ruah thle thing too much becauee aoce ot the membere are 
alreadf eaying, •Nov lleten, we've got to-- we're going 
to think this oYer a l ittle bit. • You knov. 

Vell, I'd be ready Monday. 

Yeah. 

Well, do you want • • •••• 

11 ther Monday or Tueaday U all rigbt t or yoa, la U' 
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J!Y.Jr: 

11: 

HMJr: 

11: 

!IMJr: 

- 2-

lUber lfoDd&:r Cll' !u .. 4a:r. 

Fine I Well , I ' ll .. e bow u so .. t o4a;r. 

Well, would :rou l e t, •••• • 

Oh, I ' 11 let :rou mow. 

~47 

So Chat I - - if I haYe to do Monda)-, then I'd han to 
ooae baok Sunda:r night. 

V: Yeah. Well, U 1 ll be 110re 11bl;r Tueedai. I'll tell 
:rou vh:r· A number of t he Senatore •.•.•• 

!IMJr: 

V: 

!!MJr: 

V: 

Hl!Jr: 

W: 

HMJr: 

•••••• ~e:r like •:onda:r 110rn1ng tor the:uelne, :rou know. 
u•e after the weekend. 

I lee. 

And I want to baYe a sood attendance and all that. 

I aee. 

It' a all right then •....•• 

Well, I've got the atatem1nt; 1t1 a all written. 

W: Yeah. All right. 

ID!Jr: And - - and I think -- I thi nk it's a good one. 

V: Yeah. Good. 

!IMJr: 

V: 

F.MJr: 

And I t hink 1 t would help. 

Yeah. Well, I think ao t oo. The onl:r t hing ia, I didn't 
want to do -- auggeat eo•thing that :rou didn ' t feel 
:rou ought to do. 

No, no, I -- I'd like to do t b1 a, Bob, 

11: Well, that'• swell. F1n1, Henr:r. 

HMJr: 

11: 

Ma:r I &lk ;rou, how do :rou think 1t ' 1 goingt 

Well, 1t' • soi ng nr:r nioel:r• I think the road thing 11 
so1ng to han trouble - the toll road. 

' 
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!!l!Jr: 

II: 

IIIIJr : 

- 3 - 248 

You dot 

Yea , I do . But wb8n 41.4 we -- JOU know, rou' ve got 
t o wa1 t unt1l rou get through. 'the •••••• 

Well , th1a •••• •• 

11: 8&1 - - Carter - it wae eo tunn1, Carter Glaae, you know, 
get• -- gets well ever1 time he wante t o oppose something, 
JOU know. 

ID!J r: 

V: 

H!f.Jr: 

W: 

HMJr: 

W: 

H!!J r: 

\1 : 

H!!Jr: 

V: 

HY.Jr: 

V: 

HMJr: 

What • s that'. 

I sa1, Carter - Carter get e well 'llbenever he wante to 
oppose eolll8th1ng. 

I aee. Vell •• •••• 

He vae around there now, but on Monda7 I oouldn 1 t get 
him. 

Senator BaileJ told Jia Farle J that he's tor t his 
progra= and it's going to go through. 

Yeah. 

I thought rou -- m&ybe JOU know that. 

I don't !tnow that , no. 

Vall , Jim told •••••• 

He 1 e onl1 one, you know. 

Well, I t hought he might represent a group. 

Yea, t hat ' s right. 
developi.ng nicelJ. 

!bat'• right, and it's -- i t ' s 
CarmodJ did ver,. well 1esterday. 

I hear he vent after Tatt. 

V: Yea, not even t~ &n1 blutte, J OU know. (Laughs.) 
It wae tunnJ. 

RMJr: 

V: 

ID!Jr: 

It wae tunn,., 

Yeah. 

Ko, I '• rea4J, aod I'd like to ooae . 
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li: llrell, lle111'7• Well, 1 111 le' ,ou lr:DoW tbeJl, 

!DIJr : .Ul r1&b'· 

li: Ooo4 bJ•• 
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July l~, 1939 
10:22 a.!l. 
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Oper at or: Go ahead. 

l!l·lJr: Hello. 

!lobert 
Dough ton : Hr. Secretary? 

H!~Jr: Yea, Bob. 

D: Bob Doughten. llell , you t hi nk I oall you a l ot and 
worry you a lot. 

lil!Jr: !lo, t hat's all r i ght. 

!l : \/ell , what I called you about ie t hi s -- I 1 ::1 worried 
myself Just a little bit, about this itec I sav in 
last evening ' e paper abou t P~es going t o quit in 
Oc t ober. 

!C!Jr: \,'here d id you see that? 

D: 

m.:Jr: 

D: 

!r.·:Jr: 

D: 

H::Jr: 

D: 

Hl·lJr: 

D: 

llhy, it's in t he Post t ,hi s morning , an art1cle by 
Clara - - b v Dixon saying that he -- and t hat you had 
expressed t he regret or him l eeving and it -- it was 
t hough t t hat he i s lenving because we hadn't gone on 
with t h is tax-exempt -- with leg16lati on with r espect 
t o t hese tax-exempt eeouritiea . 

No . 

In t he Post this l!lOrning. 

"o, l:r. Hanes hasn't ..•••• 

!low• s t hat? 

He hasn 't said anyth ing to me about l eaving i n October. 

You don't beli eve a word of it, do you? 

I don't believe a word or it. 

I Just sai d -- Hanes said -- you know in reports back 
yonder you get an article i n t he paper right on, right 
on, a bout him going to qui t a nd going to quit, and I 
talked t o him about it one day and he said t hose t hinge 
Juat kept cooing up. He eaid he ' d talk t o me before 
he ever go t the notion or quitting. 
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ID!Jr: 

D: 

HIIJr : 
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Ro. 

And I knew he would to you an7b0w. 

Ro, he heen•t. Be'• ~at Piaher•a leland having a 
good ti .. and ·he'a ooa1ng baok hare t he tiret or Auguat 
t o be AoUng horetary and then I'• going to go away 
and have •••••• 

D: I thought t he vaT we were having the t ax-exeiiPt wae abo'* 
the only way we could do 1t and I thought that wae 
aaueraotory. 

!!)(Jr: 

D: 

IC~Jr: 

D: 

ID!Jr: 

D: 

~Jr: 

D: 

HY..Jr: 

D: 

~Jr: 

D: 

Ho, be'e perfectly happy. 

We haven ' t got t iae, you know, nov; couldn't do it, and 
we want to take it up all at the aame tillle vi th tb1a 
queatlon or the eurtax i n t he higher brackets, and ve ••••• 

Ho, he' a perf ect ly -- he'a perteotly happy. North 
Oarolina ia sate. 

THat' a What I t hought, and any-- I thought it he wae 
leaving, anything -- and t ha t had anything to do with it~ 
he certainly would have said eometh1ng to ue about it. 

No. 

And I hope to God he'• not leaving at all. 

No , Oeoil Dixon a1vaya .vr1tea the se •••••• 

Yeah. 

...•.. •tortes. 

You aee t hat 1n t he Poet. Vell , I Juet wanted to find 
out vhethar you knew anything about i t or not. !hat 
relieve• my mind beoauae I knew that you'd know aore 
about it t han he would. 

No, I t hink I know more than Oeoil Dixon. 

Yea, well I -- I thank you. You'll aee ·tbe art icle 1n 
the paper and you' ll-look l i ke that he had -- had aome 
aet ot trienda -- hie triende on t he Hill. He didn' t 
eay anything about the !reaaury Dept • He aaid the - ­
Ranee• triende on the Rill. 
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HIIJr: Well, that• e JOQ, 1en •t 1tf 

D: (LaUSbe .) Well, I 1 a one ot them. 
HIIJr: 

D: 

III!Jr: 

D: 

HIIJr: 

D: 

Hl'..Ir: 

D: 

D: 

HMJr: 

D: 

I!XJr: 

D: 

Rv.Jr: 

Yeah, well •••...• 

But be didn't aay anytblng t o me. 

•• ••• • d14 he ear anrthing t o 10u about quitt1ngt 
Hov•e t haU 

Did he ••r aQ)"thing t o rou about qu1ttingt 

Bot a vord in this world, exoept I talked to him laet 
about tvo or three moo the ago an4 he eaid he •••••• 
Oh. 

••••••. - - there vaan •t a thing about i t, all untrue , and 
he aa1d it he ever d1d get - - vbeneTer he did think about 
it, he ea1d he'd talk t o me about it. 

Well , he baa Juat taken a houae tor another rear 1n Washi ngton. 

I knov he's been talking t o you about 1t. 

And you North Carol in1ane don't tbrov your mooer aver. 
Yes 

(Laugha.y Well, I Juat vented to aee vhat 7ou -- vbat 
the aituat ion - - vbat rou knev about the situation, it anfthlng. 

Well • ••.•• 

•'bat relieTee me TerJ muoh. 

Bo, he'• all right. 

D: Well, thank rou. Good b71, 
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JR 

Secretary of State, 

tlnahington, 

1000, July 14, 7 p,m. 

PLAIN 

London 

Dat ed July 14, 1939 

Reo 1d 2 p .m. 

FOR TREASURY !'ROll BU'l'TER'!ORTH. 

1 . Tht Cl~~ctllor of tht ExohtQUtr mndt the 

f~llow1ng ~t~tcwcnt in tbt Houa£ ot Commono rtg~rding 
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the impounded Czech ass ets : "r;'ht int•ntion i s to draw up 

~ schemE f or dta~1ng with the asotto subject t o tht 

Cztohoolovnki n (restrict i on on banking accounts, etc) 

Act and for using those ~sstts as a act -off against 

British clnl.ms , Th1o schcnE will bt submi tted to tht 

House for its approval ns soon ns DAY bt nrt tr i t 

rcosscoblts. Tht schcot will provi de for tht repayment 

to the Treasury of the amount of sterling six milli on 

- ~dv~nctd to thE ror~tr Cztcboslovnk Govtrnmtnt and for 

the usc for the benEfit of Czech refugeEs of thE 

unexpended balance of t he free gi ft of sterling f our million. 

It Vlill olso providE tor dealing wl.th the clol.ms of 

Bri tish holders. 
It is cltor tbet therl would be prnot1cnl advo.nto.gts 

in the dctailtd odm1n1stro.tivt orro.ngtmtnts (mort 
par t1 culo.r ly 
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- 2• #10001 July 14, 7 p ,n , , from London, 

part i cularly as regards handling t hc rEfugEE problcn) 

being l'lorkEd out i n conj unction Yli t h tht CEntral Bonk 

and thE Rtfugn Insti t utE at PraguE and this matter will 

be taktn up rti th thE Gcrnan GovtrnrJtnt , It i s not at 

present poss i blE to say whEthEr turthEr lEgi slati on uill bt 

requirEd but in any event tht arr angemEnts ~ill as 

I ~~vt otatEd bE subjEct to confi~~t1on by this Hous t 

befrre they art operati vE , 

In order t o Ennblt the work f or tht Czech rEfugE ES 

to be carri Ed on rtithout i nterrupting n oupplmentary 

estima te \/ill bt lai d beforE the House but the pr ovis i on 

madt thereby will in due eoura e be recover ed from the 

unexpended ba l ancE of the frEt gi ft ," 

ThE negotiat i ons t~ith thE Gcmnn Government mcntiontd 

in the fourth p~agrnph nf ny 896, Junt 24, 8 p.m. , uil l 

~ceordingly t okE pla ce and the obovt s tntcncnt bcs bEEn 

as tutely drnitEd t o pErmt this uithout arousi ng i nternal 

polit i c al c ontrovErsy. HovEvtr , nce~rding t o tiE British 

Treaoury, thE diff iculty ov Er thE de jurE rteognition of 

the protectorate rEoains , The Gtronn authori t iEs hnv£ 

takEn t hE positi on that thEY will not i ssuE an 

to 
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~- #1000, July 14, ? p, c ., t'r01:1 London, 

to the British Vioe Consul at Prague unlEss the 

protectorate is recognized de jurE whioh the British 

GovErnment is now unwilling to do, Tht British Treasury 

statEs that in these c1rcumstancca' agreement as regards 

CzEch assets may well be impoas1bl£, 

2 , The Bri tish Treasury indicatEs that the 

proposals set forth in my 9641 July 10, 6 p.m., have 

been and art still being considered by the Polish 

Government which is faced with difficulti es in the 

matter of devaluing the zloty because it bas bttn 

a subjeot of some political controversy previously, 

However, the British Treasury appears to be confident 

that tbt Anglo-French proposals will bt accepted, I 

gather that both the British and French favor a 

"substantial devaluation" which will bring the zloty down 

to a dtfend1blt level ~nd at thE aamc time through their 

gold profit case thE Polish budgetary posi t i on. 

Two, Silver sh1Jlllltnts by IIANHATTAN wert invoiced 

today from Uocatta and Goldsm1d to Irvington Smelting 

and Refining totalling 432 1 03?, 03 stnndnr4 ~uncts value 

sterling 35
1
834 6S 4D one being for 216 1000. 21 ounces, 

price 19 15/16D value sterling 1?1943 155 4D and one 

for 216
1
036, 82 ounces, prioe 19 ?/8D, value sterling 

l?,eoo 115 on. 
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- 4- 11000, July 141 7 p.-., tran London. 

ThE pricE tor spot silvEr at today ' s t 1x1nr was 

16 7/8 and for forward 16 :1/8. Indian buying conti nuEd but 

turnovEr vtas small and forward silvEr was slightly 

offErEd. 

Ot thE 66 bars or gold dEalt in at thE fl:dng 6 VIEr£ 

marri Ed nnd 57 suppliEd by t h £ Bri tish fund . BuyErs 

vt£r£ proratEd at 33 l/3 pEr cEnt . ThE forE ign EXchangE 

markEt '1as 1nnctivE. 

KOffiEDY 

KLP 
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StorEtary of State 

Washington 

9981 July 141 6 p0m0 

PLAI!I 

LONDON 

Dated July 14, 1939 

Rlo ci v Ed l p0 mo 

FOR TREASURY FR<J4 B1JTTERiiORTH. 
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During thr. d EbatE on thE third rtadin& of thE f i nanct 

bill thE ChancEilor of thE ExchEQUEr last night madE an 

important announcemEnt on thE total effects of tht 

supplemEntary Es timatEs Cor thE army, ai r CoreE and 

Ministry of Supply (issued 1n th£ two previous days) on 

tht total budgEt and on the year ' s nrmamEnt ExpEnditurE 

and on thE amount to bt borrowEd therefor . 

When thE WhitE Pnptr on defencE was i ssutd i n 

Fc~ruory as rEportEd in my 232, Pebruory 15, 7 p. m., thE 

total figure for dEfEnce in 1939- 40 w~s estimatEd at 

sterling 580 million of which stErling 230 milli on was to 

bt raised from tax Es and stErling 380 milli on from 

borrowi ng. By thE timE thE budgEt was introdu~Ed as 

reported i n my 556
1 

;,pri l 25 , 7 p.m. , thE m111tnry 

conscri pt i on schEmE had btEn announcEd and Si mon statEd 

that txpEndi tur t f!ould bE inortnsed to s ttrl1ng 630 1:11ll1on 

of which stErling 250 Dilli on would be rai std f r om t nxca 
and 
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-2- #998, July 141 6 p. m., from London. 

ond sterling 410 million borrowed. But the ntw 

aupplcntntnry estimates now modt , nnmcly, sterling 80 

million for thE army, sterling 40 million for the ni r 

roroe ond sterling 30 million for the Ministry of 

Supply aggregate sterli ng 150 milli on so thot the tot al 

o~tnt expenditure for the ytor hovt been increas ed 

rrom stErling 580 million, not to sterling 630 million, 

but to sterling 730 ~llion . Simon nlso stated thot 

tbtr£ m1&ht still be fUrther minor adlitions for the 

JUniotry of Health anl ai r raid prccauticns . The 

borrowing needed for the year will thereforE be not the 

sterling 380 n11111on contcmpluttd in Fcbru.al'1 or the 

sterling 410 million mentioned in April but almost 

sterling 500 million . ThE total budgeted expenditure 

of sterling 1, 320 million is now raisEd to sterling 

1, 422 million. 
Simon mentioned that owing to tb£ cffl~ of gold 
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, 

the Treasury bi ll issue could now b£ increased to 

contri butE somE sterli ng 150 million or tht sum needed 

rrom borrO\'Ii ng and thnt the remaining stErling 350 million 

would have to be raised by dtftnot loans which he was 

confi dent would be subseribtd. 
Ine t dcntallY 
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-~- #9981 July 141 6 p.m., from London. 

Incidentally tht total Treasury bi ll issuE on 

July 8 was sterling 1 , 052 million or wh1oh sttrl1ng 

563 million reprEsEnted tap and sterling 489 million 

tendEr issues 80 that an inoreasE of sterling 150 million 

would bri ng the total to over s terling 1 , 200 milli on . 

The tradi tion mentioned in my 2391 February 161 6 p.m., 

that the Treasury b i ll issue should not go above sterling 

1, 000 million i s evidently regarded as no longer 

unbrEakable (tsptoially vhtn the tap iasut i s large) 

though an iasut i n peacE tim£ much above th1s level 

would doubtltss still bE r egarded as undesi rable. 

The FINANCIAL NEl/S 1 the DAILY HERALD and the NEliS 

CHRONICLE not£ that tht total borrowing r i gure or 

sterling 500 million is in cxotas ot the estimated annual 

savings and that some measure or inflation can hardly be 

avoi ded; and th£ two latttr papers cdvoor.te immEdiatE 

increased taxation. The TI~ES ci ty editor on thE other 

hand exprEssEs the hop£ that advantage will be tnktn 

ot the present predilection or inati~utionnl investors 

t or short dntcd bonds and that long term l~ons will not 

be iaoucd until the increased expenditure ~r.~ hod tim< 

to 1ncrtn0t thE weight or tundS Dttking inV EAtmtnt but 

asser ts that givtn the right technique " thErt 1a no 

reason to supposE t~t even stErling 500 million 
borrowings 
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- 4- ,~998 , July 141 5 p. m., from London. 

borrowi ngs nEEd bE btyond thE oapoo1ty or thE mn~ktts , 

short end long, to o.bsorb 111 thout unduE discomfort" . 

illth reference to the above mentioned cablES and to tht 

memora ndum of Ko.rch 31 on borrowing tor ermo.mcnts the 

u~ t of sterli~ 500 million i n 1939- 40 of the borroving 

powers uhich wErE incrEastd from sterling 400 million 

t o sterling BOO million by tht DefencE Loans Act of 

1939 (of uhich sttrling 197 million hr>d bttn sptnt btfort 

~he bq~1nn1ng of thE prEsEnt fi~onl year) nould ltnvt 

only stErling 1 . 3 million tor ruture ytnrs oo that 

nEn ltgisl~bion for " furthEr incrE.,a E in borrotli ng 

poners lll!\y bE uptcttd ntxt yeor . 

Gi~t-tdgtd prieta wtrE down today, war loan tor 

txnmplt closing 3/8 doun nt 93 1/4. 
I gathtr th:lt r.hilt the Bri tish Trea sury is grntifi Ed 

thet thE armamEnt program i s progressing suffi ciEntly 

rapidly to absorb tht s E l arge sums of monty 1 t is :mart 

of thE dangtrs which suoh an t xptnditurt po.o l inEvitably 

entai ls and thet tht Bri t i sh Treao\U'Y ~.o such would 

to antioipatt thE nttd tor measurto to restrict 

consumpt i on. But i t i s f airly freely talktd about among 
conaervntivt 

Regraded Unclassified
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constrv~t1vt mEmbErs of Parl1amtnt that 1! ptQCE is 

prEatrvtd this summEr an ElEction should occur Ei t h£r 

in the fell or Earl1 winter , It 1s thtrtfore impos s i ble 

to predict ohat wi ll be done or whtn it will be done, 

KENNEDY 

CSB 
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PJ.RJ.PIIIU.U or TXI·-AM RKOZITID 

J'RCII: J.aerioan •baaey, Berlin, Gerll&lly 

by Put J.ir 

D.t.'l'K: July 14, 19:59. Reo•d 7:3J a.a., 17th. 

110.: . 852 

llo •• 7. J'Cft miJ.SORT ni.Oil RUTH. 

Reference, telegralll llo. 8:5:5 of July 12, 10 a.m. : 

t he i nformation contained therein oaae :troa the Vice 

Prea1dent ot the llanu:tacturere Truat C011pany, llr. ao.ory, 

who is now in Berlin tor the American Standstill Coa­

m1ttee j this source and the Embassy should be protected 

in any utilization ot 1nforaat1on contained in this 

telegru and the one under reference. 

The terms o:t t he Standstill J.gree1111nt are not ex­

ceeded, 1t is understood, in the proposed employment 

ot Standstill linee ot credit t o :tinanoe imports ot 

J.merioan cotton by Spain. J.pJtarently 1t 1e Ooaory ' e 

belief that he baa autt1oUnt authority without contacting 

the J.merican Committee tor tora&1 consultation. The 

Cocaitiee is apJ)(U'ently kept intoraod ot deY8lopmenta, 

howner , by telegrue to Barny D. Gibson trom Goeory. 

It ia to be noted that, while using Standet111 11nee 

tor the t1nanoing ot export. to third ccunt riee would be 

a n ew departure, J.aerioan orodU linea baTe been used 

aaiUy tor the financing ot iaporh by Ger..any :troa 

oountr1ee ~ 

~~ 
.. ~/ 
·v 

• 
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o0Wlir1ea ~!aer illaa ~e UaUecl ISiaha. 

ISo far ~· propoaecl llpallia!a trmaaoUoaa ban 'bNII 

~1. \'11.87 111n1Ye oalT a few ihre-oat!l billa, 

11150 ,000 llelq i!ae larpn. It 1a C:O.OrT ' • belief tbat 

ai the praaent tiM ibe Ger-.na will 110i p:ropoae to 4o 

JDOre ihall oae llillioc dollare of 'blailleae with Bpaia. 

\'be illiiiaiiTe for i heae propoeala, i i ia learaecl, waa 

ialtaa by Br•ea ooUoa i1111>ori1J13 f irae. \'be .. firM are 

an:d.oue for lift buallle .. t o ialte t he place of thai loa; 

111 direoi ooUoa trade with ihe Uniiecl Btaiee beoauae 

of ihe GerUA aoaroiiy of dollar ucbange. 

T!ae illpOriere 111 Spaia, 11: 1t Ullderetood, would be 

2G3 

the direct creditor• of the .f.lleriom banta. \'he Reiohabuk 

would, howewer, guarmtea the credits of the .f.lleriom 

blmlte. Ae i o no ihe llpallhh i8poriere would be , t here 

ia no information, but it ie aeeuaed thai the 8panieh 

Gowernaeni would guarmtee their billa . 

liT oontaci jueiifi" hie ooneeni ill principle io the 

propoeecl trmea~iOII by ~· n"d of illoreaeillg exporh 

of oOitoa troa the Ullited 8iaie1, and the n•o•••ity of 

Ml<ill& profitable uee of the r =•1n1ng total of uoot 

86 llillioa dollara of .f.Jler1oan etmdetUl oredih. 

GoaorT 1ndioa1M that he fawore4 ewe graaic uUUaaUoe 

of 
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of ~eee on41h fer oot'-a 1J1110rh fer lp&la tua 1e 

oOilU•platM 1a tbe propoeal.e ... 'bei.aC 41eouee4, Be 

a44M tbat be 11&4 ll- s1Y1q acae 'lboqllt u to wbnbc 

the IJII)er._lllport Balik of 'laab1q'IOil a1p1i llOtl uaoo1atle 

1helt witlll fiaaDolaC oot;toa uporh to 8p&1a 1ib%oiJC)l ~e 

uae of the .lauioaD ati&DdaUl.l. Ol'e41ta. 

!II• aboYe ill refueoe t o Dep&l'1iaet•a 288, Jul.)' la, 

7 P••• 

uu:. 
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Secretary of StatE,. 

•·r .. ahington. 

1006, July 15, 4 p~m. 

GRAY 

London 

Dattd July 15, 1939 

Rcol4 Noon 

FOR TREASURY PRC»> BUTTER110RTH. 

26;r-

One, The JunE ovE~st~s tr~dt figur es publishEd to~y 

show o cont i nutd tcndtncy for importc to inere"-s t whilE 

exports though eight per cent up on June 19, 1938 did not 

maintain tht ratE of 1ncr£ "'.S e oho\m in Hny and the vi s ible 

o.dvtrat t r ade bC\l ancE f or th£ month or June nas pounds 

3 . 3 mill1on grEater than 1n June 1938. \lhtr tns the f ivE 

months import surpluo wcs 13 .8~ leas than i n thE correspond­

in& period of 1938 (SEE BY 844, Junt 16, 7 p . • ) thE 

s ix months comparison sho~s 1939 only 9 .5~ bEttcr then a 

year ago. ThE i ncrtcsc 1n iDports 1o largely concEntratEd 

1nto tht four c ategori es i ron , ~nd ottel, machinery, 

petroleum end t i mber ~nd rEflects arma~tnt nttds uhilt 

i mports of food conti nut to i ncrcast though price f alls 

sor.t£Yihat obscurE this movcmcnt . Cor.l exoorts continut to 

gain ns do a lso tExtil E products and other monufaotur&d 

goods but o.s nsscrted by thE ci ty edi t or of thE TillES 

" the i np.r ovcmtnt i n Exports Tlill hrwe to go I!NCh further if 
the 

\ 
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th: r1ot ng trend nov app~tnt 1n the odvtrat bal~nct 1s 

to be aheektd ***• Since invioi ble exports e~n ~~rdl)' 
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have 1norens ed this year the problco of the odverot bol nnee 

i s likely to loom l arge in tht mindo ot the outhorLtits 

in the aom1ng months" . 

Thull the ovcrscr.s trndt figures like the untnploynent 

figurta n tntiontd in ny No . 950, July 7 1 6 p .n ., and the 

ioolicotions of the nn. supplcocnt~y eot~tes r.virntd 

i n oy 998, Jllly 14, 6 p ' • • ind1c~te th~t nt~ourts to 

restrict oonsunpt1on =1 n ell beco:u urgent in the nt<lr 

future . 

Two . In replying to thE debate on the second reading 

o r the ovcrot~s tr~de gu~rontte bill in thE Hr usc of 

Co>:<·.tono l ost night tht Secretory of the l)ep:::rtrttnt of 

Ovtrot' a Trod£ atottd trot bet<~etn thirty c.nd fifty per 

cent of the pounds 60, 000, 000 provided for " politi c:~l" 

lo:>.no (set cy 950, Jill)' 7 , 6 p .: •• ) t.•ill be required in the 

rirot ymr . 

Thrtt . llo silver 11as invoiced tod'>Y and the pricE 

rmoined unchanged ~t the fixing on a :mo.ll turnover ui th 

~ littlE trade and Indian bu,.tng. Tht foreign exchange 

rt:lrktt v1aa inac tivE and thE dollar atec.dy. Gol d ':1CIS f1xtd 

a t pC\rity nnd the usual buyer v1no prorated 25': of requirE• 

n ento , the nuobtr or bar s dealt in bei ng 43 of nhich 

12 
11

crt =rried end 15 r1crt ouppl1ed by the British fund. 
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P.t.IU.PBB.t.U OJ' fJ:!.yti!U! RJIOKI'BD 

J'ROII: Aaerio&n r.b&aay, Berlin, Oerauy 

by Paz' .U.r 

DA!J:: July 115, 19S9, 10 a . a. Reo ' 4 •:155 a.a. 11~. 

10. : . 65' 

The · central queeUone in u inqUiry into the pr .. eut 

eoonoaio si iuaiion in Geru.ny a.ppear to be the following: 

l a U the 4eh:na1na.Uon of the lea4en in Geroumy 

to ma.iutain or iuorea.ee the preeent s~le of atate arma.ment 

a.o4 expen41turea for conatruotion, plus state inTeetment 

a.o4 state or4are4 inTeetaent in four yeara plan 1n4ustrytl3'·•·) 

I f such 18 the intention, will Oenaa.oy be able , without 

illlpairing the gencal eta.odu4 of UTing, t o filld the "' 

labor and raw aa.teria.le neoeeeary tor euoh a prograat 

Well-1u:l'onae4 aouroea indioate that the pa.rty goTern­

ment in ita preeent mood is reeolTed not only to carry 

out to the full an4 &Ten to etep up last yea.r •e ambiiioua 

prograa tor araa.ment, oonatruoUon a.nd induetry, but 

is 4etera1nec1 to OTarri4e or obrla.te any official who 

ll&kes a.n attempt to slow up such a. prograa. It is reliably 

etate4, in thia oooneotiou, that up to the present the 

eoonoaio d.angera of the present sta.te of affaire haTe 

not beeu conTinoingly brought t o the attention of Bitler. 

It 1e etat84 that OoeriJlg hae not 4one thh, and that it 

1e 
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1a pl'Oballle ~ha~ lie h ~e oely ~horouply 1Afonu4 off1o1al 

1ll a 111gll poa1UOil who mjoya ll1Uer•a real ooll.f1d•oe 1A 

eooaoato affaire. 

U h a~a~e4 ~llat Ooeriag h aware of ~he preamt 

eoonoa1o a~raiaa . ll-er, lie h &lao 11111Necl. wUII tile ereecl. 

of the JaUonal 8oo1al1n Party, 'llhicll holda tha~ any 

econoaio hauea oan be r..oYed by will aDd energy. Be 

haa bam heard to aay ~hat if uperh are lett to theaeelyea 

the d1ff1oult1ea are alwaya ezaggera~ed by th... It 1a 

alao eaid that the J\lellrer hiuelf dlsregarda the op1n1ona 

of the hi per off1o1ala 111 the Oon:rnaent '• econoaic 

aerY1oea. The majority of theae official• warned more 

than two yeara ago that grave eoonomic dtfficultiea would QU10IU.l 

reault :rr- a continuation of p:reaent poliolea. It appeara, 

therefore, that there 18 no indloaUOII that par~y leader a 

in Oeriii&Dy are not dn.ermined at least to ma1nta11l the 

p:reaen~ ~e of expendl W:rea for he&YJ induatry and aiate 

1JlYeata•t. There 1a, in faot, nidence that an 1ucreaae 

in OoYe:rDaent expealituze hae alzeady bep, J'or t .he aonthe 

of .t.pril and ~~ar, the to~al tu rnenuee were a,SOIS a11110D 

aarlta , or alaoet ISOO aillion ll&rlte more than for ~he 
during 

- period laat rear. ben ao,/aa theee two aontha 

the borrowing by the OoYernaent waa apparently not far 

troa the aontlll.r ayerage for laet year, 863 •1111011 ll&rlta, 

Iuuea 
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I11u.a of ~ax oerlifioaha, S.ah 8eore,ar:r Reinhardt: 

a4m1Ue4, for the nro -tha were ucnm4 Clle billloa 

.ulta. To tllia fipa .uat be ad4e4 tha regular i .. ue 
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of perlllleAt baada to 1anranoa Ul4 Awinga 1naU wUona, 

which pre-bl:r uount t o 250 aUUon aulte a aaath, 

plua Treaeur:r billa in an unknown qu&llUty, The D~BCHJ: 

VOUdiRT8CIIAft, & par~y eoonoaio pul>l1caU011, etatea 

that 4ur1ag the current. fhcal year it 1e pl.&Jme4 t o 

1aeue &rOWid 8 billioh aulte of tu certifioatea, 1a 

addition to preauaabl:r S billion aulte of long tera bonde 

to inauranoa and aawiaga inatUuUone , and Reich Treaaur:r 

b1lle in an unltnown quanU t:r, a part of the proceeda of 

which, howner , will be ueed to pay 1838 billa which 

fall dua 1a 1939, Gowertu~~ent borrowing, according t o 

thia oalculatioa , would exceed that of laet rear, 

10,238 aillicm .uta, and in a4d1 Uon it 1a anticipated 

thera 11111 be an iacreaae of 4 billioa arks 1a tu 

rennu... J'lmk haa llllllO\Dloed that in &4d1 tion to 

Gowe:maent u :pandi tura, priwate i nduetr r will be per­

ai'tted to float ahUea and bonda to tha uouat of 

one billion ...rita. Deducting the 38& ailliaa .arlta 

haue of the atate-owne4 Haraann Ooer~•a worlta , the 

priwate iaeuea for laat yeu were eharea in the &ao'llllt 

of 48'r ailllon auu, and induetrial •n4a i n the 
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amount of 10? a1ll1cm marta. It h e;q~aote4, aoraOYer, 

that the Reioh ra1l•ya will n .. 4 repl&otlllent and e:rteDaicma 

and will be in the m.ODey market for dx or anm •11D4red 

million marta. It would app ear that altogether it ia 

oontemplat e4 that t h ere will be an inoreaee of five or 

si x billion marta 1D state and in~atrial invest ment ex­

penditures for the current f1aoa l year, 

Tat1Dg i nto consideration the foregoing, therefore, 

there 1e tba fUrther queeUon aa t o the unorgaD1 zed labor 

and raw 11111.teriale nee4e4 to aeet the requ1reaenie of the 

present program. 

It appeare that the problea of the supply of labor 

tor raw m&teriala is greater than that for t ba contamplate4 

induatr1al expana1oo. I t 1a a faot that in old Germany 

the norlll&l reserTea of unemployed labor baTe been er­

bauate4, and aleo in t he newly aoqu1re4 terri t ory. There 

still re.a1n considerable poaeibilitiee tor e;q~&neioo, 

ne..-ertbaleaa, by bringing more w011en into the fields of 

t~~ployaeDt, by •c011b1Dg out • aoae of the labor at preeent 

working in retail aDd aer't'ice tradea , and the b&ndicrafte, 

an4 by bringing foreip worker• into Oerman.y, During the 

month of )lay, e~~ployaeDt inoreaeed 37,,000, State Beore­

t~y/~~e Labor Kin1atry baa eetimated that at preaent 

there 

-
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there are 3 1/2 llilUon woaen uneiiPlOye4 who in an •ngeno, 

could be draf~ed for part or full tiae lebor. 

It may be said, w1~ regazd to the raw materiala 

queetion, the.~ aUhou.gb. t here hae been an increaae in 

the production of doaest ic aateriala , and auch production 

is 1ncreae~as, as a result of the expanding industrial 

prograa the d~d for raw aateriala hf-• grown still 

faster . Certainly today the genual shortage of domesUc 

material e is a ore snere ~han 1t waa a year qo. 

The situaUon and proepeo~e are et111 graTer with 

regard to iaported raw aater iab. Recently a manufac­

turer of ooppr articlea waa getting only 12 percent of 

what was required. The German OoTernaent baa not per a1tted 

the rationing of gasoline befor e this 1n view of its 

interest in building up the automobile industry. However, 

according to an au~horitatiTe source, such ra~ioning 

can now no longer be avoided unlue the supply or soae 

other 1~rted aaterial ie sacrificed. 

I t is reported, fur~heraore, tha~ the GoTerillllent' s 

econoa1c authorities see no poeaibility of obtaining 

more 1aported aateriala f r o• abroad t hrough increased 

exporte during the next few IDODthe; they apprehend, 0!1 

the contrary that certainlY a.a collp&1'•4 wUh laat 
year, 

• 
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r•r, &D4 probably u oa.pare4 wUil U.e firn fft aoa~a 

of thia rar, durlJIC the un -~· then will 'be a 

deollae ta the axporb wht~ are uoeeeary to prOTide the 

foretp exohaa.ge f~n laporte. Aooor41a&lJ, they upeot 

that u.nleaa aoae unferea- o~~aa&e ooou.ra 'bJ nan aut-, 

'b)' t hat UM the general shortage of tnduatrtal .atertale 

will be aore acute thaa. at all)' tiM in the r~•' • h.htory. 

It h eaU•te4 b y one nll-place4.o'baerTer that by 

aut-, if th.a:e 1a contlllutton of the preaea.t ~ea.d, there 

will b e u &YV&&S shortage of 30 peromt or 110ra of the r&w 

u.terlala Reeded for tull uUlhaUon of the present u­

pended 1nduatr1al capaoltJ of Germany. 

ll:'ran though. aa. e.outa shortage of raw materi&la 1a 

apprah.ended b)' Retch. ecOD.oato auth.or1t1ea by nan autuaa., 

the aa author! ttea 4o not thlnlt that anything &pproachlng 

aa. econoaio collapse will r e.ult. It 1a their belief that 

th.aJ O&A, tllrouch 1Jlcr ... 1llg a.-urea of control, Jtaep 

the eoonoalc a ohlne running with.Oirt braaltlng down, eY8n 

th.ou.p they ltnow t hat they oertalnlJ will not be peralttad 

t o 41p into a111tary reeerT .. of euea.Ual rur •terlale 

ar the •ercmcJ gol4 and exoh.aa.ge raaer•••· In t h.h 

latter regard, there ta reliable 1nforaat1on th.at the 

gold u4 uo~~aa&e •wtndfalla• whl~ Geru.n.J &cqu1red 

with. the taking OYer of Auetrla and na 8114nmland aa.4 

protectorate are praoUoall:r axlaane4. 

Deep1te tAla poea1b111t)' of erea.tul abort&&& ill 
r&1r 
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raw aateriale, no 1ntoraa.Uon 1a aTailallle u to whether 

the eoonaaio authoritiee haTe etudied or d...taed any 

definite program in preparation tor the poeeible ahortage. 

Should d..,elopaente occu.r aa anUoipated, aJl4 it, aa 

eimilar intoraation appeara probable the GoTernaent perei ata 

in carrying on present expenditure prograae, there would 

sees to be no r-ed:y tor the situation except tor t he 

state t o adopt aeasuree to reetriot oon8Wij)t1on either 

di rectly or indirectly. 

SUggeaUone h&Ye bee aade that a eaeurea auch ae the 

following might be employed al ternat iYely or in coabina­

tion in order to reduce ooneumption1 

1. The GoYernaent might increase taxea. 

a. The GoYer1111ent might ter ce or induce large 

aect ione ot the population to eaYe more than they are 

aaYing now. 

!5 . x..,ortant articles ot cons~apt1on might be 

rationed by the GoYeruaent. 

'· The GoYernaent might continue t o permit the 

f i nancially etronger aeotiona ot the oonsuaera to bid 

tor aYailable auppliee againet the weaker aeotione. 

With regard to the tiret measure, 1no~1ng taxes, 

recent ly 1111oh a couree waa reoouended by t he Inat1 tute 
tor 
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for llv.eine .. a .. euola, but there 1e no iii.41•Uoa ~' 

ill••• reo - 4 •Uoae ••• well~eoehe4. u 1rOlllA •­

that 1lloraae4 tau• woa14 ut be the aaun alt-U•• 

fen: the Oo•ernaat to choo••, in rtew of pop111ar '*'""• 
foroina the Oo•erna•t: t:o &bah the additional ino-

t&lt (refercce, telegna •c. 398 of April 39. froa the 

Dlba .. y) • 

.1.1 for ihe ••o~nd aeaeure, 1ncrea•e4 ~&Tina, theor­

etically tho OoTema~nt, wUh 111 control o.,.r public 

cp1n1on, could force or induce efforh alona that: Uae 

by large .. cuon• of t he population. Bow..,er, 11p t:o the 

pr .. ct not auch preaaure to tbia end ba• b- exutl4 • 

.I.e far a• i• known, the Roicb ' • financial authoritiea 

are net atudyillg any euch ca.paiga. 

Wiih regard to ihe third ..... ure, de.,.lcpiq the 

rationiDg eyet•, &dde f:rca auch food•tuff• u bu".&r, 

ogg1, &Dd ailk there h&a been Uttl• direct r&t1cnina 

of ccn-er• geode. Buch rat1on1Dg u hal tali:ID place 

h&a bee in41reot, in the fora of allotting e.nd r .. uiot­

ing the .upply of uteriall e.nd produoh to factorial, 

wholel&ler• and retailer. - and to the l&Uer h lift 

the t&ak of porUOiliq olli aaooa their oliate thail' 

inautf1oiat IIDPP11••· It would be & oc.plioate& proe.._• .. 
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to d.irHtly raUon oon.uaera• good.a othar than food.a • 

.lccord.lDC to a'fallable infol'lllaUon, aa :ret no .. rioue 

conaid.eraUoa baa bee ghen to such a a aawre • 

.la for the founh aeaelll'e, allowillg the fin&Zlcially 

stronger aeotione of the oonauaere to continue to bid. 

agalnat tba weaker for aYai lable euppliea - in 'fin of 

t he f or egoing lt ia not unlikely that, unl a aa as a result 

of cl r ou.atanoea not now oparauye the situation d&'felopa 

more rapid.l7 than le anticipated., the authorities would. 

cont inue for a tiM to uee thle method. to t r y to reduce 

coniiWipU on of goode not subject to raUonioc or other 

direc t raatr1ot1on . 

The fact t hat the Go'fernaant baa failed ei ther to 

r educe upendlturee or take effeotl'fe mea&Ul'ea of control 

for increaat.ng aa'flnge and depreeet.ng coneuapUon t o 

off .. t the growing d.laproportion between i nooae and 

the aupply of conauaable goode baa already resulted in 

a co-odit:r lDflaUon which baa lowered the working claaeea ' 

bu:rioc power to a oenatn extent but dangerous pr oportion• 

ha'fe not yet bean reached baoauae t he pr i c e and rauontnc 

control oa MllY arUolee 1a atlll ll&intalned. There 1a 

praotioally ao chaD&• in the off1o1a1 index f or coat of 

lhiq. Bowl'far, 1t 1a a •ttar of ca.aon oo~&plaint 
of 
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of fiYC:J ol& .. of eooiftJ 'h•' the:re hu 'be& a •'ea4J 

riae 111. llrt11.1 expaeee. Jloei of the 1JI.oraaa .. h&Ye 'bee 

diagu1ee4 111. the fora of ~ prioee foz &1&1- qv.alitJ 

produo'•• uide froa a aaa1l i:D.oreaae 111. t he pr i ce of 

certai11. foode,utfe . 

•••• obsc:Ye::te profsee to be of the opiaioll that the 

18p&Ot of m 111.tae1f1e4 raw aateriala ehortace and cCIC-
IIAinl.J 

aequat l owc:i:D.g of co:D.WIIptiOil would be dinoted/againet 

the high£ incoaa olaaaee bJ State 111n1eter of J'1nanoe. 

Bowner, other• beu ..... that aoUOD will not ooae eo011. 

enough to prnaa' - a4Yeree effeo' oil the UTing et an4arde 

of the broad - ••••, although it 1a t hought that during 

the llext fn aonthe there will not be a lowering of the 

etandarda of 11Ting of the wor king olaaaee to aD.J point 

of real dietre... Thie latter Tin 1nclu4ee the predict101l 

of an increase ia the working ola uea ' pre .. a.t grwtblillg 

and diaoonten' OTC: ooeh of liTing, which, howner, 1a 

still Clll)' latct up to the pruent. It 1a 11.ot thought 

that during the ne.xt few aootha 1t will attain proporUODa 

which wolll.d exert a controlling infiuenoe oil GoTeruaent 

polioiee, ill Yin of the regiae of d1eo1pl1D.8 'tlbioh operate• 

t bro·qtunn the oo-trJ. 

tov. are requene4 to tranuit thh tel egraa to the 

TreaaurJ aa B•th'• lo. 48. 

DD nea•o•. 
I:Illl. 
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July 15, 19~9 

From the Farm thia morn1ng, the Secretary phoned 
that Lauohl1n Curr1e had telephoned HK,Jr and ea1d that 
Marr1ner ioolea w1ll be del1ghted to teet1ty on that 
part ot the aelt- 11qu1dat1ng program wh1oh hae to do 
w1th ra1lroad equ1pment. 
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July 17, 1939 . 

Stcretat')' l£orcentbau took the att&cb.ed .,...,rtDdua, 

addreutd to the Pret1dont , lmd ditcuottd 1t w1 th the Pruldent 
when he no at the lh1 to Houao for lunch tod&)'. 

upon the Seeretary1o return, be reported that tho 
Preddeot ...,. etlll in !nor of blo original propooal to bave 
tho ll '1 C loan the ottel eoapenlet $6,000 ,000 to pa,y the 
-net ot ellan&ea and &dd1 tlons to tbti r plants to '""'blo 
the<: to carry out t he naval construetlon progrlllll. 'lht Preoldent 
•uueottd t hat t ho cocpMieo could orsonho oubtldia.t')' corpore­
tiona for the purpoeo ot acceptllll; the loan to protect apinot 
loso if they were without naval contracto before tho loan bad 
been ll<!uld&tod: tho lnteroneo being that ouch ccrporatlono 
could trot tbe:eoh'oo of the obllgatlon by going tbroll&b 
b&Dlcruptq. ~ Secretary pointed out that ""put&'blt co_..tu 
probably would not 'bt will i lll; to oporatt ill tblo ftT. fha 
Secretary expressed the oplnion that t he ~oot satiofaotory 
me thod of taldnc enro ot tho situation would be to authorize 
t ho contrActors to deduct the cost of ouch expansion no misht 
be neceoonry to thelr plant and equlpuent and to roebaree aa 
exponoo before ccaputlns t heir pro!ito under the Vinoon­
~ra=tll .Let. Tne Prot1dtnt otatod that he did not bolioYO 
tho l:&<ry could get ouch a law Ol>3Cttd at tble aooolon and 

a4horod to hie bello! that the aoot prnctia>l wa:r to handle it 
would be e. loan tbro\l&h the R? 0. 'l'ht Stcrotat')' pro11htd to 
examlne the problem further with a new to findl,; a way to aid 
t he Navy through some method other than by logiolation. 

on.. Secretary then diocuasod with llr . 1olo1 and Ur. UcRoynoldo 

t ho probln of pro'fidincl a prograa which would co=l t the Gonra­
cent at the tlco contrecto were let by the !lt>"1 to a dt!lnl to 
achodult ot charg .. for plant and equl)>DtDt to be lncludtd aa 
coot and prorated annually over t ho contract tem. Tho Secretat')' 

arrnngod with .t.cting Socret .. ry idioon tor a oeetlns in hie 
(Secretary Uorgenthau' o) Office a t 4 p. Q., tod&T. a t which 
Tr oaoury lawyero would diocuaa th& l egal poatibilltle o alone thio 

ll:>e . 

• • • 

~78 
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........ , te .,.._ ...... u. ., C&lol.u\ _ in, - h!.dq, 
n--\a\ifte et \1M ,_,.., -r.......t wUb .&aeift&n\ SMret.a%7 
at Ia~ Uiaoa aad n-teu.,.. at ~be Ia~ O.pari.-Dt • 

.&.Nia\u\ S.C...$&17 ~ ....... "' won ""' - Mtlood 
\o ewp u,p \1M-~ ot t.brM ot.el -• IH "'an tbo 
.. ..,... •~\leehip "'"''dine-. 

Tba ...,. .... U1a<a _ .. "' 4o tb1e 1a tbrcNib apecl.al 
l ocial.a\1... !be .,..w loaial.au.. propoeeol 1a ot t wo tiadot (1) 
.... .&e\ ... ~ .... at.el - DIM"' an. -.r \1M YW..... 
T-'-1 .&u, • 4edlta\1A:a tar u.. _, ot oew pl.ut, ~-'· at 
oat..., .._.llire4 "' -•• \lae -t.rana tor U.. -~w lla·,Ue­
ohi~ 1 or (2) .t.D omr.tvd \c \be .tetiaiollq oppz"Opriotl.oal oct u\bor-
uaa \be··~~· "' opoad 16,000,000 !or \be purol>ua ot \be .. 

-plant .... ~-·· 
.... l41aoa t..U \bo\ \.1110 ..... call prolla'lll.7 CftlJ' be uh1ft'&d 

'ir oueb locial.a\l.oal. Tba tr..uzy ..,. ... . 

!be ,.........,. npr~\1..,. bon aiY., ....,. ooopora\l.oal 
1o ooaqoo\iq \1M k1DS o! -ial locial.atl.oal •-...,. "' oceocpllob 
\be .., tao\ lr. r..tiaoa bu 1o aittd. .& ooatoruco ... Mld oa hi4q 
&ttonoaa, lvl.T 141 d\b Ia~ O.port.fDt I'Oipn&rto\in o, at micb 
\be TrMo1117 l'epne.,\aUTn -•t.e.t tllolr RU<t•U ..... ApiD .. 
lloDdq -..Jq, l ulT 17, \be t.....w7 ~\ n-teUna 
por\ioipa\64 1o o c.-tarmee witb IJie ~ o.pan..t repnoen\atina 
aa.t U..~lroe\or ot tbe a..tp\ "' propan tba 1<1o.t at ~oial ap.­
l.a\Ja U..\ *io\aa\ S.cro\uy ~ cl .. lroo. !be -.tor o! tho 
loa4&ft \biob \lae\ \be l.ac;!oh\iaa ••""" '" I tboo 4ot1d•C1 approprie­

\l.oal ... -u loa '-'\411'· 
Ia lbor\, \loa TrMour7 1a doial ....,-thinS \be\ it ,....ooahl:T 

ca \c -ia\ \be 1~ o.s--t in oooo.pUIIhiDc U o poarpoe ... 
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Statement of Secr etary Korgentbau Before the Senate Co~ttee 
on Banking and Currency on S. 2759 . 

I am appearing before you in support of s . 2759, the 

Self-liquidating ProJects Act of 1939. 

The bill before your Committee i s desisned to utilize 

i dle resources . Its purpose is to put to work men and resources 

no t now being employed. It is intended to stimulate further 

capital investment 1n priva te indus t.ry , to r a i se tbe level 

of business activity and to yield per manent benefits to the 

people of this Nation. 

This prosram seems to me to be particula rly timely . ·~ e 

must not forget that we are 1n a period waich is most unusual 

1n ,,orld 111story. The world has neither peace nor war. It is 

n period of international political uncertainty char acterized 

by stupendous expenditures for unproductive military purposes . 

1nternational economic rel ationships a re disorganized by the 

l ack of tree exchange with which to conduct norul 11orld 

... 
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co~erce; our trade sutf ers troa tbe leak of purcbasing power 

on tbe part of the people of t he world with which to bur the 

producta; the United States could export . Business in t his 

country ~ers from the general distortion of the world ' s 

econo~c syst~s, from toe fear and expectancy of a world 

cataclysm. 

I t is f u tile to await passivel y the r estoration of t ba t 

degree of international peace and security and sanity whlch is 

essential to a high level of domestic and foreign trade and 

economic progress . Under the present circums t ances we must seek 

withi.n the framework of our institutions and within the require­

ments of sound fiscal policY to utili ze to tbe f~est extent 

possible t he resources of the Gover~ent to overcome t he dif-

ficulti es of thls epoch. 

I n a country with enormous potentialities and with tbe 

populati on r apidly marching t owards the lSO million mark there 

i~ ample possibility for the Feder al Government to supplement 

• 
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private enterprise by pro110t1n1 imestllent 1n selt-l1qu1d.atin& 

pro Jects. In contr ast .ttn s ome ot~er iaportant nations or 

the world we are still 1n the fortunate position or bsving 

the opportunity of utilizing the Government credi t for con-

structive purposes instead or devoting billions to unproductive 

mllitary expenditures. 

The Self-liquidating Pro jects Act authorizes toe following 

~reductive investments : 

1. 

2 . 

). 

4· 

6. 

750 million dollars for self-liquidating hi ghway 
improvements; 

)50 million dollar s for non-federal public W?rks; 

500 million dollars for thelease of r a ilroad 
rolling stock and shop equipment; 

460 million dollars (plus 40 cillion dollars already 
appropriated) for rural electrif ication projects; 

500 million dollars (plus not more than 100 Cl1llion 
dol lars a lready appropria ted) for faciliti es 
for farm tenants, share croppers and farm 
laborers; 

100 million dollars (plus 100 million dollar s already 
appropriated) for t he financing of f oreign trade. 

The Presi dent bas estimated that , of the additi onal sums 

made avai lable by this Bill, about 770 aillion dollars , made 

• 
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up in tbe following w~y, would be spent during tbe current 

fiscal year: 

1 . 150 million dollars tor highway improvements ; 

2 . 150 lllillion dollars for non-federal public works; 

) . 100 lllillion dollars for r ailroad equip2ent; 

4· 20 ailli on dollars for rural eloctritication; 

5. 250 million dollars tor the t ara t enant program; 

283 

6. 100 million dollars for the financing of foreign trade • 

The program of self-liquidat ing investment authorized in 

the Bill would be f inanced tUrough the Reconstruction Finance 

Corporati on. Tbe operatingagencies to corry out the purposes 

of toe Act would be the Public Ro~ds Adoinistr a tion, the Public 

\forks Administrati on, the Rc.ral Electrification Aoainistra tion, 

the Department of Agriculture, and the txport-Import Bank, in 

adoit1on to the Reconstruction Finance Corporation. 

Specifical lY the Bill is designed to achieve four 

ob ject! vea: 

• 

.... 
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l . To give e.mployment in private indwstey to at least 

one-half ID1llion persons ; 

2 . To stimulate priva t e enterprise; 

) . To increase the real wealth of the nati on; 

4. To provide additional invest»ent opport unities. 

The iaportant thing about t his Bill 1s that it will 

accomplish its obJectives without adding to the tax burden or 

to the public debt of the Feder al Government . At t he same time 

the nati onal income will be increased and the number of persons 

~ho need to be supported out of public funds will be r educed. 

The principle embodied in the Bill, therefore, constitutes 

a real advance toward the goal or bringing our govern:oental --
expenditures within our receipts . 

I do no t wish to contend that t he program embodied in this 

Bill constitutes a final or adequate solution of our economic 

problem but it does constitute a reali sti c approach to that 

proble•· 
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The f iscal aspects of the program do no t represent n new 

departure . Continuously in the las t s ix years we have employed 

the device of guar anteed l oans to protect the credit structure 

and to promote productive enterpr i se . The results have been 

highly benefici al end highly encouraging . Through this 

met hod we have saved farms and homes f rom for eclosure and 

lowered interest r a tes enough to make the gr eat dJiference 

bet·Neen solvency and insolvency . Througb it we Wi ve given 

assis t ance to r ailroads , ba nks and a wide r ange of private 

industry . •le have given as sis t snce to St a tes, t o localities 

and to other public corpora tions through whlch they have been 

•ble to proceed ~th benefici al e nd essential pr ojects for 

t ne welfare of citizens at interest coats which neve made 

the pr o j ects sound and feasible . The r ecord is a good one. 

tt is a record of sound investment wll.lch would not have been 

undertaken if the Federal Government had not s ponsor ed it. 

Whet i s proposed now is a n extensi on of this proved 
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aethod to a somewbat broader field. The extension, however, 

is important. It may well turn out to mark a transition point 

in tbe public finances . If we can substitute sel f-liquidating 

investment s in place or outright Government expenditures we 

s 11 h~ve made agreat step t oward bridging t he gap between 

revenue and expenditures . 

This distinction between self-liquida t ing investments and 

non-recover able expenditures is not merely n bookkeeping one, 

but is very soundly based. In the case of non- r ecoverable 

expenditures the servicing of the deb t s created to finance 

tnem mus t be met out of genercl t~ r evenues . However, in tbe 

case of self-liquidating loans such as a r e proposed in tbis Bi ll, 

the inter es t and amortizati on payments are aet out of the 

earnings on the investment. Only if the revenues yielded by 

the i nvestments are insufficient to meet loan costs is tbe 

Government called upon to make good any deficiency out or 

... 
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general r eTenues . Tne Bill 1aposes upon the Reconstruction 

~·1nence Corporation as well as upon each operatin& agency the 

duty to undertake only such projects and to •ake only such loans 

as will reasonably be expected to repay the full amount invested 

plus interest sufficient to reimburse the GoTernaent for the 

cost of borrowin&· 

I do not wish to pr edict t hat the Gonrment will suffer 

no loss on a ny of t he various features of this program but I 

know that t hese pro jects have been selected with tne intention 

of choosing sound investments which have a b1gh probability of 

repayment . ProJects totalling billions of dollars were eliminated 

i.n preli.mi.nary studies because they were not self-liqui.dating. 

To insure toa t Consress be kept tully t.ntormed on the 

financial status of this progr am, the Bill provides that the 

Secretary ot the Treasury and the Federal Loan Administrator 

shall make an annual appraisal of the assets acqui.red by the 

various oper a ting agencies and that they shall request froa 
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Congress an appropriation sufficient to aake up tor any losses 

which may.have been incurred. 

Tbis Bill embodi es another di stinctive pri nciple . It 

provides that the maximum interest rate wbich might be charged 

by Lny oper ating agency on loans under this program should be 

111111 ted to the yield on the longest tera direc t or indirect 

obligations of the United States t hen out standing. 

Tbe interest r a te on long-term loans and invest~ents 

plnys a very important role in modern economi c 11f'c . ( Ylben 

business octivity is bigb and when funds are scarce, interest 

rates tend t o put brakes on investment en:l to res trict employ-

ment to only tbe most necessarY uses . When, on toe other band, 

business activity and the volume of investments ere low and 

when there a re l arge pools of i dle avings , t hen lower interes t 

~s t end to expand thetield of profitable investment 

opportunities) 

There are factors 1n tbe present sit uation, however, which 

• 
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make it impossible for changes in tbe interest rate to operate 

automatically and with complete effect. rbe disturbed world 

s ituation increases economic uncertainty to the point where 

investors a r e reluctant to place a large amount of their funds 

in lon& t erm invest~ent~ at the low r ates or interest justified 

by the fundamental economic forces of supply end demand. 

In times like tbe present it t herefore becomes the 

Government ' s function to act as a ca t al ytic agent to bring 

together investors who are willing to lend their savings a t 

ra tes of inter es t low enough and borrowers who are able and 

willing to employ funds for productive purposes . 

This Administr a tion bas made great progress i n br inging 

the market r a tes of interest down t o r eusonable levels. The 

most important successes have been in connection with loans to 

f a rmers a nd to home owners ana for purposes of Des idential and 

business construction and non-federal public works. This 
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progress, however, has not been enough and it is my op1D1on 

that the time has now come to t ake t he next step forward, that 

of ael ecting specific investment s which should be given t he 

advuntage of the low interest r a tes which the Government can 

obtain . A lowrate of interest if effectively ut ilized 

cons titutes one of tne most po t ent eeapons our econooic 

sys t em nas develoyed for stimul&ting business activity. It 

seems to me tha t it is high time for t he Government to make 

ful l use of that instrument r ut her than continuing to depend 

upon gr ants and subsi di es es her e t ofore . 

It is this principl e of low interes t ra t es which is 

utilized in t he Bi ll before you. The Gover03ent is bringing 

toge ther i dle funds &nd borro~ers who ar e unable to borr ow 

under existing circumstances . It does more t han t ha t . It 

creates the additional incentive for the lenders t o lend and 

for the borrowers to bor row by giving the stamp or approval 
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and administratiTe assistance to usetul and paying enter prise• 

which otherwise would not be undertaken at tl111 tirAe. Thus men 

and capit al now unemployed are put to work. 

It is an economic loss to permit investment funds to lie 

unused ;vben t hey could be used in pro<luct ive effort. But Ulat 

l oss is trivial in comparison witb the permanent a.nd irrepar able 

economic loss of allowing men or many skills to be i dle wben 

the re is us eful work tllat they could be doing. 
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TREASURY DEPART MENT 

INTER OFl"'CE COMMUNICATION 

Secretary Morcontbau 

llr • .,olq 

OATC 

Judso Lei bell'e decision in t ho Spanilh silver litigation 
relot.ed opecitie&ll,y to the riret three ehipaenta cf silver or a 
value or about $6,500, 00D. H"""vor, i t 11 underotcocl bote .. n 
eouneel. ill tho cases tbat tho dooiaion ill t he present eaeea will 
d1apoeo or t ho suits brought with roopeot to the loot teo ohip­
""nto or oilTer or a value or a pproxiatol7 S8, 500,()0(). 
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rour tax etateaent before the War• an4 Keane oo .. 1ttee. 

Frank nng hae pr epared the attaohe4 l11t. 
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Bditorio.lil'tl - 11&1:101l ....... a:preooed unnlwouo appi'Oft]. ot .-.t 
all ot Seoret:uy Morpatllua>o pi'GpO-.h tar a tu rniolcm proc;roa. !be 

t'irat reaot1011 •• .-.at appre"'-aiTO u to tlw Pl'eoldoan:• 1 otoDd 011 

t beoo oug eo1:1ou b!lt the Seor•tarT •• ••--IIA'e4od "" all ald .. tor tho 

t1l'a ataDd be -· Real &1...........,1 to hllllllell wao ,_roll,y toreo&l't 

aNI Conqou •• ll1'f;e4 to &Ot prc.pt~ ou tho llor&oan:bau propooaloo 

The .._,nhtl"a1:1on •• treq-~ ohl<led tor not b&'fin& a4al.tte4 

tho noooui ty tor ouoh relol'a heretofore ond M'IY roprde4 tbio proc:r­

u on admlool011 ot the toll,y ot p&l't tu poU o101. 

'lho to1lowln& newop&pero o&rried ed1 torlalo whl.oh appi'OTid of the 

Seoretary•o sugeotionos 

Buttalo T1Jieo - lla,y :n, 1839 
,..,~ .... star - ~ za, 1939 
llont&<>:>ei'Y Mftrtloer - ~ za, 18~9 

Pro'ridenoe JoiD'II&l - ~ za, 19~9 
Durham Herald-SUn - 11a,y za, 1939 
Gro«<T111o w ... - lla,y 28, 1939 

ll&ron 1'11euapb - lla,y 28, 1939 
Riollll<mll n.to-Dilp&tah - lla,y 29, 1939 

ll'ilmin.r;tOD ..... - ~ 28, 1929 
llcb.to Froe Pl'eoo - lla,y U , 1938 
Chatt&Doop lJ_. - lla,y 29, 1939 
1!1 Puo Tiaoo - llo,y 29, 1939 
Son Fronolooo w..,. - 11a,y 29, 1959 
Salt r.ke City ~blme - lla,y 29, 1939 

Taoaoa !1aeo - 11a,y 29, 1989 
Seattle fime - lla,y 29, 1939 
utioa Prill - lla,y U , 1959 
Sprin&fiold RepubUOID - ~ 29, 1939 

I ow Bodtord St&lld&rd-fla.H - lla,y 29, 1939 

Camden Court.,. - 11a,y 29, 1939 
Collabuo 01-tob - ~ 211, 1959 
CantOD bpoaltory - llq 19, 1939 

llarttord n-o - III;J 29, 1939 
Aleron -oon-J.....-1 - lla,y 29, 1919 

1110111 lltral4 - lla,y 211, us 
EYanniU. Frill - 111;J U , U» 

St. PGl Pi- - - - u, 1959 

Sor&ntGII !'1'1- - llq Z9, 1939 
Irw York fiaeo - llo,y 29, 1839 
- York lltrald fribune - llo,y 29, 19~9 

Jolln>al or c- roe - Jlq 29, 1939 
Ba1tl.Jiore 8un - llo,y 29, 11139 
...... ~ " .... - llo,y 28, 1939 
- York Pol't - llo,y 29, l9a8 
llrw York ..,..14 f olepwa - Jlq 29, 1919 

Brw llaTID D&il,y llornin& - llq 29, 19lllil 
!be l!arttord Tiaoo - llo,y 29, 195 
The l!arttord CO!lr&Dt - llo,y %8, 1939 

PIU1&4elpb1& Reoord - Jlq 29, 1959 
llllal..nctcm llewo - llo,y %8, 1939 
11Ua&1ar;t<m Jol.ll'l>al l'rery l!'ron1n& -

llo,y 29, l939 

Booton Pol't - llq 29, 1939 
Bol'ton Herald - lla,y 29, 1939 
lbltlond Herald - 11a,y %8, 1939 
r..thD"poUo Star - llq 29, 1939 
Detroit ..,.. - llo,y %9, 1939 
Detroit Free Prou llo,y 29, 1939 
lllmaMpoUo Tri- - llo,y 29, 1989 
Jlortolk V1rpm-P11ot - llq %9, mg 
lliooouUon - lla,y 29, 1939 
Son Fronoiloo Cbr<>lliolo - llq 29, 185 

lit• PG1 Pioneer Pr111 -llq all, 1938 
-•1• star - .., S~, 19sg 
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~,- - ~liO. U38 
'trOT Reoor4 • ~ liO, l9S9 
1'!l lai.QstoD ·- - ~ liO, U38 
Eartoll lbqlnM • ~ liO, U38 
1'!lobita S.Ocm • ~ ll00 US 
M~ StalldaJ'4 • ~ SO, US 
lot .!zlpltl ftaet - ~ 30, 1959 
Spokalllt Spoa_Rn1_ • ~ so, U89 
caeper Tri-lioral4 - ~ SO, Ul9 
San Jo•• ~rourr Berald - llq so, U89 
ll&llOhett&r Uilion - ~ :u, 19!8 
BoetOil ,.,...,.oript - ~ Sl, 1859 
1111•uii:M Jou.rn&l - llq Sl, 1959 
Ge4tcl., Tiloea - llq 51, 11159 
B ... Orle.,.. Tiloeo-Pi....,_ • V.:, Sl, 19ll9 
Co1,.but Dhpetoh • ~ 31, 18S9 
Brio Diepetoh-lleral4 - ~ Sl, 1889 
JaokaOD a... • Me7 Sl, U59 
SJraouae llarald - llq 51, us 
Niagara Fall Ouott>a - llq Sl, 1938 
~ straot Jo...--1 - ~ Sl, 1919 
Fort l'lorth star-Televa - llq Sl, 1959 
Kanne City 1'1&•• - llq 11, 1959 
Citi&OJ> Patriot (Jaoll:oon) - ILOJ' Sl, 19S 
San Ji'ralloiooo Chromole - llq 11, 1939 
J.ll.lll\O&pol1t Star • llq Sl, 1959 
s .......... to ll'ilion - 11q 11, 1959 
Farr;o ron~~~ - .lime 1, 1989 
Dallo111• caa..roial Jewo - JuDe 1, 1919 
IAltuaoo Ouetta • J\me 1, 1989 
lrulrrtllo :ao- - J\me 1, 1919 
s_.-lt Star· Elacl• - J1me 1, 1989 
Co1taol>ia Tlw Stat& • J..,o 2, 1939 
st. Palll. Pione.- Pr••• - ,_ 2, 1959 
Co1\Dbi a State - J- 2, 1959 
T1mu•9tar - Br1q~rt • Jlme 2, 1959 
St. Louie Olobe-O.Oorat - Jim• 5, 1859 
Saftllll&h - - J - I , 1959 
Dun'illt bc1tt&r - .1- '• 19S9 
Brio Diepetoh-Ber&l4 - .lime 40 1959 
San .IDtollio bpntl - .Tome '• 1959 
Trcton 'l'Uet - NhwtiHI' - Jlme ' • 1989 
'lllJ.miD&tOD Jou""'1 lftey B'l'ellin& - JuDe 6, 
llt.oon City Olobo-Oaaetta - JUDe 6, 1989 
Linooln Jou.rn&l - .111M 6, 1939 
Fort S.J:tb ..W.erioan - J\me 60 19$9 
Dt.nillt c-roial .._ - Jim• 6, 1989 
Reno line State Jcv.rnal - JuDe 8, 11189 
Spobna Spolto--Rn1- - J\me 6, 1959 
La Croll !l-1- - .111M s, 1989 
(tmOtll& - - J\me 12, 1989 
Bt.ltimora 8om - .lime 14, 1959 
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.UtoODa 111rror - J\me 16, 19S9 
ao~ollt VirciDi•·Pilot - .,_ 14, 19• 
~- t.le.•Berald • - 11, 1919 
Doom.llt C roial- - Jlme 11, 
.o.ah-.1111 -·-- ,__ lT, lt18 
Bal.tiaore INn - Jlme 21, l8S9 

1959 
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!beoo ww; pro ~r.lq NOOh..S t.be Soo!"'tu7'• prop-oa 'llltla 

okeptio1a &1111 arpd tex roliot and ooo~ ao aoro v.rs-t polio1ooo 

PreqU&t 'aJ'IliD&o apiA.t -tl.Ju»d hill> 110.,.._ tal o~111roo wro 

oJq>reoeo4o 

P!ll.Wiel,phia IJIOluinr - 11117 11. 1JP 
l'ittobursl> Poot Gaswtto - Wq 180 111$9 
Jewark star-Baclo - ~ 290 1939 
Uttlo Root Gasottw - l(q SO, 1989 
Ollaha WOrld U.rald - l(q SO, 1939 
1!1oh1ta lf&&l• - 11117 so. use 
to1e<lo Bl&do - l(q SO, 111$9 

Clowl&lld -. - 1111:r ao. ' 1939 
Cbar1oot.., Poot - ~~~~:r · ao. 1939 
BouetoD Poot - 1111:r so; 1919 
hoCID& !iaoo - l(q 110 1919 
~~~boars .... - ., Sl, 1919 
B. st. JAuio JOW'II&l - .,_ a, 1H9 
Colorado 8priD&I Gasotto - .111M 

the tollo~ :aowwpaporo ooe sood 1n tbo Soorotary•o roo-.endat1..,. 

but boliO?e tM)' do DOt 110 tor eoopo 8 .. 0 ~o1t1o 1\lt&OitiOill aH ..do 

tor turtbor r etonao 

s.n J.DtoDJ.o Exprou - ,... 10 1939 Wlbd.nst<>D - - """' l t, 1919 
11&~ Poot - ., 29. 1919 

'l'!le tollcnring -paporo bolined that tboo 1nolulion or the -

caption propooal 1n the Boorot&r7'• tu ro•rh1on prop-oa •• o1tbor 

UZ111ioe1;r o ... rburdcinS tbo prosr• or ._. an eot1re~ unteooblo propooal. 

Some ••• aoro bam than -•tit r emlt1ns &... the adopt1o10 of the tax-

oxcpt1on propooal o 

The Dt.1~ Jlorllins <•- Jkftll) - llay 29, 1939 
IILoC11 !e1osr.ph - 1111:r 29, 1919 
Philadolphia I:aquirer - Jlq so. 1939 
111k1.Jist01l ... - ..., so, 1939 
,.,.. Bt...- Jourual..Coo.r1or - 11q so. 1939 

- Herald - llq SO, 1919 
)II.Jmeapoli.o JOW'II&l - .llu>l U,l9~" 

l alaaoOO Gasotto - .ru..o w;.~'"'v 

- llt.TC Roc1oter - llq ""••"''"' 
Ph1ladolph1o IDquirer - llq ze,lVll 
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RE IIAVY .lRIIORED Pt.A'l'B PROBLBII J\117 17, 111~. 
4100 p, If. 

Presents 

H. II!. Jra 

Fol ey: 

H. J.:. Jr: 

Foley: 

lfr. Foler 
lfr. lfoRe,.noldlo 
lfr. cox 
lfr. John Burrua 
lfr. Jamea F . RJan 
lfr. RT11Jis 
lfr. Q>arl .. Edi.acn 
lfr. w. R. Purlona 
lfr. lfcLa ine 
lfr, RJ.gga 
llajor Park Holland (NaVJ) 
Captain .l, .l . Xoesslor (U, S,.l . ) 

Have you (Foley) had a chance to look at thief 

Yea , we've been spending the last 40 minutes on 
it, Ur. Secretary. 

Well now, you tell Mr. Edison how we ' re golna to 
do it. 

I haven't had a great deal ot time to go into this , 
Mr. Edison. Mr. Cox went over to your ottiee on 
Friday after the Cabinet meetlna to go into it, 
and tho proposal that eame baek was that you wanted 
legislation, which was not what I understood the 
purpose ot the conrerence was to accomplish; I 
thought that we were tr:y lna to work it out some 
way without legisl ation. 

Now, after talking to tbeao gentlemen, it seemed 
to us that it you would oertif)' to ua that three 
million dollars ot t his a1x m1llion dollars ot 
new equipment would beco~~te obsolete at the end ot, 
say, a three- year period, we could, on auch a 
cert1tieation trom you, enter into a oloslna agree­
ment whereby we would permi t them to write ott a 
million dollars a year over a period ot three years , 
the balance to be aubjeot to negotiation at the and 
ot the eontract period. But I didn't see bow we 
could agree now to write ott the entire cost ot 
the obsolescence of this new •chlne1'7, because it 
seems to me at the end ot the three- y41&I' period, 
atter these contract• have been concluded, the 
same machinery might be used b;y theae aame steel 
companies to fabricate addi t i onal armament or 
additional plate or aoma other ordara , 1n which 
case the entire coat ot the capital outl ay would 

• 
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!;o" oale r : 

H. Ll. Jr : 

Foley: 

!:!dis on: 
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have been written orr. And I think that the 
Se cretary of the Treasury would be subject to 
a great deal of oritioism i f be permitted the 
entire tb1ng to be written orr. 

But it stands to reason tha t pert of the coat 
at least, could be written orr. I t hink that ' 
we could agree now on acme kind of an arbitrary 
f igure. Maybe 50 percent ian1 t the correct 
f igure, but we might be able to arrive at aol!l8 
f igure. 

~98 

(Captain Koeaaler comes in) 

Ilow do you do. Do you know Kr. Edison? 

Captain Koessler , of tho Air Corps . 

JuGt sit down and pi ck up what we ' re tryD1g to get . 

Now, I don't know whether that would sat i s fy these 
steel companies or not . 

Well, of course, it ' s a step in the direction of 
sati sfying them. If tho neure was hi gh enough, 
they might be willing to tako a chance on the r est 
of it. 

One thing that I want to """ke clear i s th1a . Tbare 
seems to be some discussion about it. We have a 
contract at a rued pri ce per t on for t.'lJ.s al'l!lor. 
That includes the coat of these facilitie s . In 
other words , the steel company, ln makina thei.r bi d , 
said, "\"le1 ll have ao much coat , and then we'll have 
to add cer tain faciliti es,• and that 's all put into 
this fi.JCed price. Let's aDaumo that it's a hundred 
dollars a ton, Jus t for easy f i guring. llow, they 're 
allowed to make ten doll ars on that . Now, i f they 
make a loss, they ' ve got to absorb it. The llavy 
pays no more than a hundred dollars . 

Now, on the other hand , i f they mnko a profi t of , 
aay , ten dollars , tbon we oome along and say, "You 
can ' t write off any or th1o equipment . " That lllie:l>t 
throw them into a much la.r ger profit , and they'd 
have to pay some back, aee , and tbat 1 a the bone of 
contention. They aay , "It 'a a legitimate coat , it's 

... 
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Edison: 

Pol ey : 
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a f igure that we baaed our b i ds on, but we just 
wan t to be sure that we ' re going to be allowed 
t his cost . " 

Do I understand - l et me ask you 
How long is this contraat overt 
will these contracts runt 

Two to three years . 

two questions . 
How me.n.y years 

And do these companies want to write off the whole 
six million in the two to three years , 1s that the 
proposal! 

Yea, I think that ' s abou t i t . 

Roushly . 

Because they say, Mr. Secretary , this - they say, 
"VIe have more than suft1cient equipmen t right now 
fol' any poss1 ble commercial work that we have . VIe 
have sufficient for any reaoonable production for 
tho Navy. But you're aski~ us to take a terrifi c 
peak load here , because you re piling e i ght battl e­
ships on us and you want certain deliveries. Now , 
in order to meet that del i very thing , we ' re go ing 
to have to put in a lot or equipment." 

":99 

1 know. Don ' t d o it again. You make me c ry every 
time you tell that s t ory , you t ell it so d ramatically. 
I can't take i t . 

II ow, what I - but I think what Foley 1 e come through 
with in the lest 40 minutes - be ' s sug&estin& that 
you l e t him over the life of t hia contract wri te off 
half , which seems like a prett y good proposition. 

\/ell, 1 d on • t - then what are they going to do wit h 
the o ther half! 

That ' s subject to negotiation. We'll make an 
appraisal and we 'll dete rmine what the obsol escence 
f i gure is at that time, and then YIO 

1 11 g i ve them 
credi t tor it. I mean i f they can ' t use the 
machinery aga 1n and • ••• 

They can, though. Machinery i s good for ten to 
twenty years. 
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'l'b&t' a What tbe Prelident said, I mean as a 
matter ot tact , thi s is batter than what I 
thought they could do , you know, and the Presi­
dent - when t he qu estion came up ot l ett ing them 
write i t ott entirely - you know, he was opposed 
to that Friday , you know. 

Well , I think • • • • 

I mean tbe President d1dn 1 t lilce the idea of 
writing it all ott , :rou know, at Cabinet. I think 
thie is pretty fair . 

Do you mind it I just atop a llli.nute and ask what 
the War Depa.r~nt - how did you do it w1tb the 
Allison lo!otoraf 
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'l'b&t account hasn't been audited y et , llr. Secretary, 
and his bid ••• • 

Do you want to pull up a ohair, so ho can hear youf 
Bring up a chai r closer, come all the way up with 
tho chair. 

Well, Mr. SecretarJ, •• •• 

Address yourself to Mr. Edison. 

Sir! 

Address yourself to llr. Edieon. 

The prices quoted in th1a contract were s et prices 
that he bid. We understood be d1dn' t have a 
factory . We don' t know how IIIUoh of this he will 
absorb, bow muoh of the coat of rebuilding the 
tactory or building the factory 1a included in 
this . The only cost reduction we have is a reduction 
for increased quant1tiea , with options. 

But , now, 11r. Woodring said that you - as I got 
it over the telephone - I may not have gotten it 
right - that they bad to spend two million doll ars 
to increase their plant, and you were going to 
permit t hem to add the two million dollars to the 
eoa t of the motors . 

Well , that would show up , air, when the Treasury 
Department makes ita audit . 
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Well , a re you 1n the aame boat nowt Have you 
got a c l earing from ue on t b1at 

No , air. He juet bi d on t hia , 

But I mean have you got a clea ring !rom the Treaauey 
t hat they wi ll allow them to write orr that t wo 
million on this contractt 

No, air. 

Are you the o.ne that haa to act under this particular 
caaet 

Yes , sir . It's just recently we've been affected 
b7 the Vinsan- Traccel Act • 

I wondered whether thio con t ract came under that . 

It does , a ir . 

In the same situation of indet1niteneaa, or course . 

Then you' re interested 1n th1s diecusa i on a l so. 
You'll h ave t o clear through t h i s Board ove r here, 

Yea , air, I bel i eve we will, e1r. 

lolr , Secr e tary , may I put the problem 1n a r a ther 
homely way . I ask you to d o a job, a.nd in order 
to do that j ob you've got to have an automobile. 
You haven't got an autocobile , you don't want an 
a u t omobi le, you have no use tor an aut=oblle . 
But I aay , "I want you to do that job. Now, you 
use your own money and bu)' thtl t autocob1le . • 

Well then, you naturally aay , "Well , 'llha t will I 
do wi th it after I've finished the Jobt" 

"llell , after you've f i nished t he Job, we 'll tell 
you." 
And you say, "I don ' t want t ho automobile . I don ' t 
want to heve to garaee it and take care or i t . 
It ' a Jus t surplus a turr. • 

"llell , " we say , •:..e can ' t tel l you unt il atte: the 
contract ia all over and you bavo perto~d this 

• 
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job whether we'll give "OU ""wth1ng tor •b mobile . • • -~ • o auto-

Yea , but when I heard What tho men said I didn't 
think that made horae aenae1 I think t~t what 
the;y are aa;ying now doeo, and that 1a, l et the 
people add 50 percent or tho coat or the addi tion 
to their coat . In other words, let them write 
ott halt during the lifo of tho contract Now 
that oounds - i f I had t h o solo righ t to.decid~ 
I 1d aa;y that sounds taJ.r . • 

When would ;you take up tho next , llr. Secretar)'T 
On tho next contract, I suppose. '!'he other tirt;y . 

Yeo, that sounds fair. 

Ia that right! 

At the end of the contract period ;you'd make an 
adjuotment as to the balance or the cost of tho 
machinecy, and ;you could determine how much of it 
had become obsolete at that timo . We eorta1nl;y 
can• t do i t now. 

Well , i t doesn't - I know under tho law and under 
;your regulations that's a baolutol;y correct. That 's 
wh;y we were tcying to divorce ;you from it so ;you 
wouldn ' t have to sa;y that, and that we could - we 
wanted to get legislation by which we could sa7 or 
certify to 7ou • that up to a certain amount was 
neceaaacy for the coat 1n order to produce this 
on t1lllo. And i t waa to make i t so you and the 
Secretal')' or the Tre&aul')' wouldn I t be open to an)' 
criticism of handling th1a thing. And t h e only 
r eason that we wanted to put it 1n a law aa,ying 
tha. t we eoulC: certify to 7<:11J. up to that amount 
was just to f'ree 1ou f'rom that , and al11o 1n order 
that we would get it on time. 

Now , may I - listen, I •vo board - I mean I know 
bow tho Preaident toela on this thing. I think 
you ' d ha,ve no tr<:f!J.ble getting b:J him - I mean 
J1I!I getting it b,- him, up to half the coat - write ­
off for the life of the eontraot . l!ut to write ott 
the whole coat - booauae , wha.t 'a thiS Point - some­
thing- Point - he's got that in his cdnd. 'lha.t'• 
th.h - aome Point - big plant. 

• 
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!traWl, in Weet Virginia, plantt 

Erie Forge, 

Erie Forge. 

That ' a right , 

Be' a got that in his mind, Be doe an • t like this 
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way anyway. What he auggested both Friday and he 
said again today - that this plant - they should 
borrow the money rro:n the RFC and then write it orr 
over the period during the contract. I aaid, "Well , 
what would happen at the end ot the cootractt• Be 
eaid, "Bither they or the RFC would have to stand 
the loa e. • !low, b& repeated that again today. 

But i t the Jlay:y felt - the Preeident doesn •t tbinlc 
that you have time to get thio legielation through -
not what you're suggesting, to write orr the Whole 
coat , but tor the Navy to do thie work - he wouldn ' t 
object to that, it you think you can get it through, 
to authorize the Nay-y to spend six million dollars ' 
tor this and keep title to the plant. 

I think this other scheme is better than that , 
Jlr, Secretary. 

I don't know - I want them to know - you know 
President Roosevelt, and he ' s got very fixed ideas 
on th1a thing. 

I don't think he underatands the one point that 
we ' ve got a tixed price contract. !low, this whole 
thing only comes 1n it they make a very exceuive 
profit , seat It they make only a reaaonable protit, 
aay leas than ten percent, the amount that they 
invested doesn't enter into it. And it ' s only 
when they make a very excessive profit that it 
entere in. 

Well , would you do this , 1n order to eave your 
time, because I under a tend time 1a or the eeaenee -
eo i t you want to got it in, would you put thie 
up to the company, the thing that Foley auggeatodt 

Yea . aure . 
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And gc t a reaction from them, And t hen 1f aey -
when you're ready , I•11 be more than pleased to 
mee t with you egain. 

Let me understand now. Yott would write - so"!obody 
ove r here would write , pre!'ornbly you - to mo or 
the Se~retary o f tho Navy n letter, in which they 
said, If you will certify to us ric;ht along that 
these are prope r oxpendi t u r ea , r:o • 11 all ow half 
of this amount; we 111 tell you now t~e • 11 allo~< hal!' 
and we 111 leave the other half to negotiate later, " 

\/ell , I should thinlc this wruld be the lfaj' the ont!oer 
would be handled , You would write a l etter to the 
Secretary o!' t ho Tr easury and you woul d sta te tho 
r easons and the necess i ty for speeding up t he fabri ­
cation of t his a r:nanent plato . You woul d state what 
the cost of t h is new machinery 1o and you would 
s tato th:l t o ve r tho threo- yonr pc1•i od i t nould 
bocone obsolete up t o 50 percen t of i t s cap i tal 
cost . And you v:ould ask ua to e i ve the IMllufaeturars 
credi t for titn t obsoleoconce - a :n1ll1on dollars a • 
year over t he tln•ee- yenr period, the bal ance or tho 
cost of t he ma chi ne r y to bo subject t o negotiation, 
in so far as obsolescence is concerned, at the end 
of the t period. 

Thon we would ente r into n c l os1no n~;roor:1ent with 
the steel companios a nd c i ve effect to that suoc••­
tlon o f yours . That ' s thu wa"J i t >.ould work out, 
i sn't i t , Johnny? 

Yea . 

There ls one point tha t I d on ' t clearl"J understand. 
You snonk of treatin;; t!tis obsol escence over eac:> 
year of the contract , but the dotennination or the 
eo~t ot tho contr ac t is upon conpl At1on, so tha t 
you take t he to t al cost or performinG that contract 
at t he end and apply that ngalnst the contr ac t pri ce, 
and !'rom the difference you arrive at the profit , 
and you t ake awny anythint; in e" coss ot tho ten 
ercent of the eon t r11ct pri co . So 1t i sn't an 

~bsoleseenee annually but obool esoonce on the equi p­
ment as a whole at the ond of the period, f or the 
life of t he con t ract. 

That 's r1&ht , but I think we could agr ee that it 
wou l d beeo~ o~solote •••• 
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At the end or the contraGt. 

"ooBO much at t he and Of the GOntraGt , 

Fitty percent. 
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Pitty percent. ADd then we cCQld gin th- credit 
each year during the Ute or the eontract tor a 
portion or that tittr percent. 

Well, you wouldn't give - -.yba I•m a little con­
tused on it, but rou wouldn't gi•e credit at the 
and or each year, bacauaa you don't determine the 
coat or this contract until the contract is ca.­
plated. 

That ' s right . Kr. Burrus, 1a that right! 

l' ll ask llr. B:.Jling. 

That's right, tor purpoaee or auditina. 

What &bout thia annual deproeiation! 

(Major Park Holland comes 1n) 

now do you do. 

Bow do JOU do . llajor Pr.rk llolland, Assistant Secre­
tary or the Navy's office. 

'l'hia 1a Kr. Edison. 

Yea , I know Jlr, Edison. 

Kr. Secretary, when I •id two or three rears is 
the duration or the contract , tbat'a true tor &n1 
one cor. tract, but we' ro hav1ng contracts that will 
run 11111ch longer than that , because we're cona1der1ng 
eight battleships. 

Well, that's why I should thinlc that thie propcdt1on 
would be a good gaml:>le trona the standpoint or the 
atael people. 
It ia but attar thOse eight ba ttleahips, than we' r• 
not a:k1ng th- tor - exeept tor two and then tinally 
ona a 

1
ear, aD4 theJ haTe no Wl8 tor> this s turr t:bey're 

putting in. 
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But, look, 1t I'• correct, th1e contract which 
you .. y rune two or three :yeara would be t or 
how ~ bat tleeh1paT 

206 

Well, we •re dolng two at a t11De , We •re 1'I1Dil1n8 
two or three tor t wo :yeare, two or three tor t he 
next two. It etarted 1n · ~7. And we juat let 
a contract l n 138, or ·~ll , and that w1ll run tor 
two or three :years , ao 1 t will run up IU'OUnd the 
tortiee and '41 before it ' a t1niahed, 

But 1! th.ls proposal that they're going to invest 
a1x allll on dollars - and we aay, "You can wri te 
ott - the combined companiea - a mlllion dollar& 
a year tor three year a; at the end or three yeare, 
it your contract baa expired and you 1 ve cOI!lploted 
your work , we 111 take up the proposal again. • 
But I take it - I haven't had any drese rehearsal -
that if it should run tour ,eara you ' d let the• 
write ott another mlll1on dollare; 1n otber worda , • 
aa long as they're working on 1t I take it :you'd 
let them write otr a mlll1on dollars a rear, and 
1! it l'Uil3 a1x :years the:y can write orr tho whole 
t~. . 

I don't think we ought to go that far , Ur. Seeretar:y. 

That ' s the part t he ateel people want , but that ' s 
the part the Treaaur:y teela the7 can't do under 
the rules , 

It this -eh.lner:y has a llte of t en, twelve , !1tteen, 
or twent:y years , 1n a0111e ina taneea, I don' t think 
we ought to •••• 

Well , atate the proposal agaln. And I tell :rou 
What you could do. Why don ' t - I take it some ot 
theee men are aea-golng law;rera, and it they could 
atop now and go back with Kr. Foley , 'llliiYbe they 
oould prepare an exchange ot letter• between your 
oft1ce and mJ.ne , I donlt think it will be &n1 more 
d1tt1oult than it was tor ,-au to guarantee that 
the blimp would be aare . 

It won • t be an::t harder than that . 

ould o back tbe re now and aee lt the,. 
U they e g t _ I th.lnk Poley r 8 got an i dea ; 
~~ .. =~~k.:~: ~raveled 50 percent ot the depree.1at1oo 

1n tort:r ainutee. 
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I might gn> h1m for another ten percent. 

You mlght gyp hlm for another ten percent. You're 
good at it. 

~0 7 

If there is a similar thing coming up for t he Army 
I suppose you'd like to ai t in aa we go elong. I ' 
take i t you 'll have something like this to clear 
also. 

VIe probably will, yea , sir. 

Ylould you liko to sit 1n on this! 

Yea , very much, s 1.r . 

I don 1 t thi."lk we can go any 1'\lrther. 11hy don' t -
I meAn l o t them do it. 

We can feel out •••• 

Hove you any questions you r1ont to nek? 

I understand, then, that thio would be a minimum 
tlla t you would allow, you mlght allow an additional 
amount upon completion of tho contract; you woul d 
guarantee t hem t hat you IVould allo" n t l east 50 per-
cent. 

That 1 s right . 

But you migllt allow them an additional U1ou:1t . 

The balnnce would be subject to adjustcent at the 
end of t he contract period. 

So 1t'• merely a question of the pe rcentage •.•• 

Sounds fair to me . Don 1 t you thinl: it sounds fair? 

I do. 
That I •d be willing to defend . I 1d be wi lling to 
defend that, Mr. Edison. 

On our eert1f'icat1on . Yle cnn ' t certify i f' it ' s 
obsolete ••• • 
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I aa7 on 7our oert1fieat1on, on tbe certit1oat1an 
of the H&V7• ADd tbet hn1 t going to be &n7 IDOre 
diffi cult then that letter 70u wro t e on tho bl t.p , 

Well, l et me O%pla1n bow we ' re doing th1e. Bow .... 

We can't certit7 that it's obsolete . 

No , but )'OU want ua to . 

No , we want to tree you and have it all in legis­
lation. 

Yea , but I don't think the President will go along 
with you on that. I don't think the Pres ident ­
I'm quite s ure tbe President wouldn' t go along on 
having the Navy cert1!7 that th1a would be obsolete 
at the end of the lifo or tho contract. 

lloll, or course, we wouldn't certit7 that i t was 
obsolete at the end of the lifo or the contract. 
We wouldn't. But we'd certifY that over ei ght , 
ten 1eara • ••. 

No, but you can't - I've beard tho President on 
this thing twice , and I know what ho baa on his 
mind . 

You know his feelings , yea . 
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Be baa a rued i dea , and I don't think JOU can get 
it b)' h.1.11l. 

It • a so late 1n tho aeaa1on , I don't th1nk you could 
get the legislation. 
We could get the legislation if )'OU could get it b7 
bj,a, 

I don't think you can get i t b)' b1Jo, Tbat doesn't 
a ean llr • Edieon can ' t tr7 • I don ' t tb1nlt you 
can et it bJ tho Proaident - that over tho lifo 
of ~ contract they ehould write off tho whole 

ai.lt 181ll1on. 
we don't want it over tho lifo or tho contract. 
'1'bat'e tho point. We don't want it over tho life 
ot the contract. we just want i t on tho contract 
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for eight battloeh1pe - to lot them write orr slx 
m1ll1on. 

I don't think you can do that , bocauso he 's got 
more pride 1n tba t Charles ton plant down there , 
which he's got loft , 

(Banding paper to Secretary) This 1s what you 
want . 

I think we can work out something on that . 

'IN-t we would want, llr. Secrotary, would be to 
have the Interna~ Revenue engineers or whoever 
might aas lat uo 1n ascertainina that percentage -
we wou l dn 1 t want to take the solo responsibill ty 
ror determining that porcentag e . 

I •• •• 

Well, I assume •• • • 

I don ' t think you can got that by the President. 

Well, let ' s work on this othor eoheme for a while. 

All right, and than when you're ready , I'm r eady. 

flo can ask for tho asa1o tanoo of some .. • • 

'l'b.ese men are ul at your service. 
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GROUP IIBBTIHG J\Uy 1'7 , 1939. 
lO:SO A. !1. 

Preaent l 

H. Jt .Jr: 

flhi te : 

H. M. Jr: 

White: 

H.!!. Jrs 

l'lh.1 te : 

H. U. Jrt 

l'lhi.te: 

Jlr, O.et on 
llr . Foler 
llr. lie Rernolde 
llr. G1bbona 
llr. Graves 
llr. White 
llr . Lochhead 
llr. Dutf1e ld 
llr. Haaa 
llr. Bell 
lira , K1otz 

George , 1t rou and Barry have nothlng on ton1&)lt 
I wiah you'd save it, because I ,..,. want both or' 
you to come to the house for the purpose - the 
three of you (pointing to Pol ar) - will be to do 
the wa7 we used to do, have 70u sort of cross­
examine me , seaT 

'/e 1re preparing somAl quoetione - we ' ve got about 
f i ftr questi ons; we may be able to boil them down 
to twenty-five , I guess , wi thout much trouble -
as to what you are very likely to be asked. 

Well, if I get a chance during t he day we ' ll do it , 
but we ' ll certainly do i t tonlijPt . 

Well, we have the questions ready any time. They're 
being typed now. 

Let'e say - what di d I eay, 8:30? Let's say 8 : 00 
o'clock. Is that all rightt 'tl'batt &1e)lt. 'l!batY 

Any time. 

8100 o'clock. 

How, what about White's suggesti on of trying to get 
Lubin to get the A. F. of L. interested? 

I apoke to him tbio morni.ng, tried to get in touch 
wi th him over the week-and a.nd couldn ' t ; he sai d 
he'll be glad to, and he thinks he ' ll be abl e to 
do i t . He says be oan taka care of the railway 
workers without much trouble , although I understand 
that - CUrri e tella me that there will be aome 
difficulty there , becauee the fellow who 1a a t the 

• 
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head or that ia sore at the President tor beLng 
snubbed on this matter. 

George Barri aont 

Rail way •••• 

He 1a the head ot the railway union. 

That wasn't the name that I got. 

You're th1nk1ng ot Peller. That's the •••• 
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No, I was thinking - marbe i t was the abopworkera, 
-s.ntenanee or ahopworkera. But 1n &JV case, Lubin 
clai.aus he can take care or it. 

Well, Harrison knows ua here in the Treaaurr. We 
stand verr well with Rarriaon - I do peraonallJ -
and he represents the railw&J union. 

I see. Well, he thought they would get behind it, 
and he also eaid the A. F. of L. - he'll get hold 
ot Green. And Foster said he'd take care or the 
electrical workers, who are verr eager to have 
this thing passed. But none of them are going to 
do anything until I let them know. I wanted to 
apeak to you first . 

Well, yea. 

o. x. 
Now, the c.I.o. - we have wba t we think are other 
channels or other connections. 

Well, we have excellent cbannela here , too, through 
Gardner Jackson. 

Maybe we'll use yours , then. 

Herbert , do you want to tackle Gardner Jackson! 

Sure. 
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- ~ -
Will you do it right a.,.1, 

We'll get it from both ends , or better juat nave onet 

Gardner Jack.eon, you see, handles public relatio-· 
tor John Lewi s . -

All right . 

What! 

All right. 

And he ' s very much interested in ah&rocroppers -
I mean al.l this s tutt - thia 1e one thing that takes 
care o! - Gardner Jackaon on this quoat1on, just on 
tho thing alone of the Farm Security, oug)tt to be 
tor tho Bill. What, Rorbertt 

Yea , yea . 

He ' s devoted so much of h i e time to that . 

Then we' ll have something ready sometime late this 
afternoon; I called them all up on Sa turde.y morning 
and they've been working on it, presumably , over 
the week-end. What it will look like I don ' t know. 
But I thought i f we could get a statement as to 
what the over-all program looks like in terms o! 
skilled labor, unskilled labor and the important 
materials , it might look very effective. And I'm 
getting it trom the various agencies; they're al.l 
working on it and they promised they'd have i t to 
me today. It i t looko good , I thought "" might 
include it 1n the atatoment either as a table or an 
appendix, or we could have it in somehow. Can't 
tell until I got it , but i t might look quito 
err ective, getting it down to auch specific terms . 

Well, t h.is thing - this Bill becomes more and more 
important 1n view of thia atr1ko situation, and 
this 130-hour weak thins• I mean if they'll only 
get back to this - I mean this ought to take care 
or a lot or the•• people. 

And then , it does ao at prevailing union rates and 

what not . 

Regraded Unclassified



' 

H. li . Jrl 

Whi t& I 

R. 14. Jra 

Guo t oni 

a.u: .Jrs 
Du!!1eld: 

!l. li . Jra 

Ylhite I 

ll . l>I . Jrt 

Whi te : 

H. t4 . Jr: 

l'lhite: 

B. ll. Jra 

Foley a 

B. li.Jra 

Foley a 

313 

- 4-

Entirely. 

It baa tbat appeal , which a 11PA program would not 
have at the lllOJIII!Int. 

And what about thia reclamation amendment! Have 
you gone into thatf 

Will you be here tonigbt, Berbertf 

Yea , I 1 ve got that down. 

Are you (Du!fi.eld ) worldng on that! 

Not parti cularly, I gueaa. 

Well , 1f Herbert will come •• •• 

Whatf 

Ia somebody here taking up the recl..-ti on amend­
ment that they're worki ng ont 

V/ell, somebody - Bell aeema to be unkindly d i spooed 
to that. 

Ia or i sn1 tf 

Well , be's - be doesn ' t like i t . 

They claim it • s over 90 porcont solr-11qui dat1ng. 
I don ' t knOW much about it ei ther , except it squnda 
pretty good. It they're goi ng through with an 
amendment on it, instead or !1gbt1ng it, i! i t ' s 
good, we ought to support i t . 

Wby don t t you get bold or t he relloW •• • • 

Page . 
, ,,,and let tboae working on 1t , plus Be~l, get the 
fellow 1n and g i ve him the works , aee Wil& t kind 
or a s tory be can tell you renows, during tho dayf 

A.ll right• 

Seet 

.. 
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There ian' t IIIUeh trouble about putting the lllllend­
ment in the Bill. I mean it will tit right into 
the BUl. 

Ed, if you can do it before 1:00 o'clock, I could 
have a chance to take it up with the President , 

I waan 1 t thinlcing of that ao much aa I was thl.nking 
of having everybody get behind it 1t it w a good, 
rather than sniping at it. 

Su.re, I'll call him and get ~ and we'll talk 
to him before 1:00 o'clock. 

We alao have aome quea t1ona wbieh we thought we 
might g ive Barkley to aak you. 

Well , are they readyT 

They'll be ready at 11:00 o ' c lock, and we can take 
t hem up at 8 :00 o' clock tonight . 

I have nothing - I'll have trom eight to t en undis­
turbed tonight . 

What have you got, Herbert? 

Tennessee Bankers Association would like somebody 
to apeak to t hem on Auguat 15t h on the monetary 
policies of the Administration. Harry could go. 
I don't see any objection to Harry going, do youT 

Well , RarrJ'• going te bo on vacation. 

Ho 'll run down troc New York . 

Harry who? 

Harry Wh1 to . 

Her 8 going to be on vaca t1on. 

Yea I hadn't - Herbert spoke to me about it - I 
ha~ 

1 
t thought at that time tho. t I would be any-

und If I'm around , I can; 1f not , 
whore butndaro b• ody •lee i f •ou want somebody 
we can se aome w ' " 

to go. 

• 

• 

.. 
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Well , we oan•t aervice th got enougP. people. We ca::~~ people. We haven • t 
not let the Board -mb eervice them. ~ do it! ere ot the Federal Reserve 

Or, i t you like , we could aend Cole. He'a 
proteaaor ot monetary •••• He'll give ave a 
academic diacuaeion. In lieu ot ., ... b-A 

17
1 -~ uu."f e ae •••• 

All right. 

Be Quito acadelllic . It wouldn't probably be what 
they'd like, but • • • • 

I'm sure i t would be juat ae clear as B. Ruml ' s 
talk to the Dry Goods Association. 
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Well , i t would be on even a higher l evel than that, 
I think. 

For them to understand it, i t will have to be lower. 

Unleaa you want •••• 

Ia B. Ruml around these dayat 
smell him or anytbiJ16• 

I d on 1 t hear him or 

He was around las t week, and I don't know - oh , he 
c11Jl1e down - he bad something he wanted to take up 
with the Internal Revenue , some change 1n tba • • • • 
I spoke to Harold about him and he called on Harol d 
and h e said that he took care ot tbom very , ve17 
etticiently. And they - l\lerriam and be were there , 
and they were talking about - that nobody knows 
bow to get 1n touch with the Oovernaent. And they 
were surprised at the ertici ency there 1s 1f you 
get 1n touch with the right people. I cQlll:l8nted 
that there is etticiency i t they get in touch with 
anybody - it they knOW bow. There was some dis­
cueaion. I said I ' d prove i t t o them. I called 
up one or the departments on a crazy kind or QUes­
tion, and 1n eight ot three minutes , telephonina , 
just beiJ16 relayed t wice , we got to the man who 
knew all about it . 

Where! 
I'm just repeat1116 that aa a matter or interest , 

aauaement. 

.. 
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Wbatf 

To ahow that the Govel'IIIIOnt really 1e 11\lch more 
e tti oien t then the buaineaa men think, i t theJ 
approach it with any reas on .... 

Wel l, whatever happened - tor a while Frank Walker 
waa down her e and be ran an Intonaaticn Bureau, 
and i t reallr was a good idea, Whatever happened 
to thatt 

I don't know. Thor said that whenever a business 
-n comes to Washington to ge t an:ytbing done , the7 
think onlr 1n terms or either gettinG their Senator 
or Congressman or a lobbyist , they never think ot 
going to the department and getting results, aa 
ther easily can. 

Seriously - I mean there was something that ••• • 

Would you (llrs . Klotz) l ook througn here - there 
is t hia memorendum on Section 102 f rom Graves. 

Well, I think ther're still • ••• 

~16 

I think ther ' re sti ll running the Uni t ed States 
Information Service, ther1 re still referring letters 
to the Treasur:r Department tor replJ. 

or course, i t ' s a natural tor Barr:r Hopkins. That's 
what he should do. 

Well , Lowell Mellett took it over , di dn't be, and 
they still have the National Emergencr Counc i l heads 
1n each State. 

I think so. 

Well , i t ' s a natural tor Hopkins. 
oort o r thing be ought to do. 

I mean that's the 

I haven ' t anything else. 

Have you ~ompleted revising your ro~rks?k 
to get the final oopr ao we can go o wor 

I think thare will have to bo a little. • • • 

I'd like 
on i t . 
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Duffi eld: 
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H .~ . Jr : 
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R. M. Jrs 

Duffi eld: 

!! . U. Jr: 

Dut't i eld: 

H. !i. Jr: 

- 8 -

I understand you aaked for that. 

I think you're going to have to be a little patient, 
You'll have to keep attar ua. Let's just see -
I mean whether we want to ol ear i t tonight or 
whether we want to cl ear i t before. I mean it 
White 18 going to have suages t ions to put things 
1n - I 1 vo only got a coupl e suggestions . It ' s not 
very long. How l ong does it take if you start 
stenciling, from beginning to endt 

We can do i t fairly rnpidly , Mr . Secretary. The 
oore rnpidly we do it, the noro chance of letting 
somet hing slip. 

Aetunlly the tlme - bow lo~ does i t take to do a 
job like thatf 

It we ge t it at 8 :00 o'clock 1n the morning we can 
have i t at ten • . 

Let's count on it that way. 

Yea . I just don't liko to ruoh i t through, because 
tbore•s always a cbanco that in the hurry something 
will get bf. 

You used to work t or a daily newspaper, didn ' t you? 

They make mistakes, too. 

Well, you ' ve established your alibi. V:e 'll talte 
8 :00 o ' cl ock tomorrow corn.ing. How's tbatt 

All right . 

we won ' t be russy with the girla , bavin& the~ stay 
and then no work for them. 

Anything elset 

Duffield : No. 

Foley: 

H.u. Jr: 

Here ' s 
silver 

a copy or Judgo We i bel ' s opi.n1on in that 
case . 

Anything else1 

211 
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FoleJI 

Baa at 

H. li. Jrl 

H. li.Jrl 

B.II.Jrl 

Haas: 

B .~.Jrt 

\'lhite s 

B. II. Jrl 

White I 

Whitt I 

- II -

Tbat 1a al l I bave. 

I'• getting the informat ion tor one tbat.... or thhl, and 

What elaeT 

Nothing ••••• that 1ntormation ia being aaaeabled ,• 
Dan ia probablJ now on it. 

On the States? 

Uh- huh. 

Good . 

And Barey 1a worlc1ng on that other along rlth o.n. 

Good. 

Bareyf 
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I'd like to take up the matter of dumping oases. 
This 7ear we ' ve got rorty- f 1ve , and three since 
the day before yes terday - that 1 a forty-eight new 
dumping caaea which we have to handle. We have 
one man working tull time, and at l east two or 
throe or us spending a substantial amount of t1ma, 
and we ' re tall1Dg behind. Some ot tho eaaea -
take a case 11ko this wood pulp ease - they ' re veey 
compli cated cases , in 111>.1eh the Tariff Colaiaaion 
or Trade Commission aight spend silt IICDtha or a 
year. They're not all eo c0111Pl1eated, obvioualJ, 
but -nr or them are . And it we're not go1Dg to 
oont1nue to tall behind, continUe to pile up, we' ll 
bave to put another _., on it. 

Who paJa tor these menf 

the atab111cat1on tund baa been paJ1ng tor 
'l'hat • a one thing we wanted to t ake up this so t ar 

thea· 
week. 

Well, 1 t ' a a cuatoaa aatter. 

It'• exolua1vely customs• 
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vnti te : 
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I mban the;r O\ISllt to handle it , I tell ;you .... 

I waa going to take tba t up with ;rou th1e week . 

I tell ;rou what I •d like to do. I wiab ;you'd 
talk 1 t over w1 th LlcRe;rnol<\s and Gibbons, .f' 1nd out 
where to go, and just ae eoon aa they ... ke up 
thei r m1nda , I •m available , 

I think i t would taka a good doten expert account­
ante to start righ t away . The;r do all this b;r 
correspondence, M;r opinion i e the;r ought to go 
out like income tax examiners - go out and get 
these facta. Some of these cases are t wo ;rear s 
old. 

We l l , i f ;you'll t alk it over , as soon ae you fellows 
are ready , I'm ready. We 'll set a d ead-line f or 
Wednesday. 

Capi tal la continuing to cooe 1n - 11 million l ast 
week. 

Here ' s a letter- I d on ' t know whether you 've seen 
it - f rom Rowe , of the Vlhi te House , with re spa ct 
to a letter on the Sunebine S1l ver Mi ni ng Compan;r 
acti v i t ies , which has been referred to you b;r 
F. D.R. I think that th1e rel a tes to the Walsh - Healy 
Bill - the applicati on of the Walsh - Healy Bi ll to 
silver and gold which we bu;r . 

Don 't you think as a ::iatter or eftieiency that that 
ought to g o over to the coordlnator o f the White 
House and have i t cleared through Jlr. WcRe;rnolds? 

Well i t would if be were t here - I mean that's tho 
way i t would have been handled , I think. 

I aee. 
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i it ' e been all throueb the mill and Rowe 
But s nee he •a sending it to you and loliss Perkins; 

~Js 15~! t:n n~~lce that Mi se Perki ns 1e appare~~l~ 
going to cont a ct you. I think 1t should go r 
the l egal d ivision. 

Wel..l • •• • 
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White I 

H.II. Jra 

White: 

l'lbit e a 

Baas: 

Tlhi tel 

H. t.I. Jra 

Vlh1tea 

Wh1tea 

H. II. Jra 

\\'h1 tea 

MoRa 

R. IJ.Jra 

Wh1tea 

lolcRI 
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I think the legal d i vi aion ougbt to handle it. 

You th1Dk eo, rather than the 'llhi te Houae coordinator! 

I t ' s already paeaed through the coordination s tage . 
on i t a way baek, i t might • • • • 

The tour-minute egg baa cooked about thi .rty aeconda, 

No , i t 1 a more than that. It 1 a halt done as rar 
aa the coord1nat1ng ia concerned. 

How are you going to get rid or itt 

Gi ve i t to Ed Fol ey. 

Here , Barry. (Pa aeee letter from 'llhite to Foley) 

Here ' • something that the coordinator •Y want. 

It we hadn ' t learned something in Washington 1n 
e1x and a halt years about how to paes the buck, 
I 1 d be disappointed, 

Afraid tha t that' a going to come back t'o roost. 

Apparently we have t o =ake t h is report: "I have 
the honor to report the work or the Divisi on tor 
the quarter ending Juno ~o , 1939, ae current. • 

Who a1gned tha tt 

l ' • going to . I ' d be glad to initial it it I 
knew what i t meant . 

Who wrote 1 t to yout 

I dono t know; 1 t come a trOlll the Administrative 
Au htant, Jtr. Bell. 

It ' e a quarterly report . 

Aek Bell what he means . 

Charlie Bell doeen ' t know. Not Pann:1 Bell. 'l'hie 
1e Char lie Bello 

qu1 ed - each department 1a 
By statute you artetretherWbite House Whether their 
required to repor o 

• 
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work is current or whether i t 'o behind, We do 
that all the ti.me, Now, 1t 'JOU fe11owe 1n 
llonetary - after all, you are head of llonetary 
Reeearen, and i f you eign a report aay1ng it's 
current when you're not , that's 'JOUr responsibi lity, 

It 1an't a question or knowing whether to a1gn. 
It ' s a quention or knowing what it means. 

Well , don ' t t hrash it out bore , will you? 

This is the only place they can get i t threshed 
out. 

No, I haven't asked- I didn't know whether that 
was your order or whether it was something • ••• 

No, i t's a statute that require• each department 
to make a report to the White Houae quarterly. 

There 1s a cable from Italy, which you m&"/ not 
have seen, in partial nnawor• to your question 
about the possible devaluation of the lira, 1n 
which he merely states that those rumo••• are 
cropping up all the time . Thoro 1B a group who 
would like i t , but he doean•t think •• •• 

Vlho ' s "he"t 

"He" is Livergood. 

Whof 
Livergood - Charles Li vergood. He 's the Coc=ercial 
Attache 1n Rome . 
Then there are aome other thing• I ' ll take up with 
Archie . 

llotblngo 

You got Matt Well's letter? 

No. 
Nobody'• seen it. Di d you aee 
Time• a little pi ece e&'JinS he 
regarding the accountiD6• • • • 

1n thia mornine ' • 
bad written you 

.. 
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Be interesting to find out 'tlbetber be t 1 
the newapapere before I got it. (To C. Jo~} 
Find out - llattbe• Woll , ' 

This Coast Guard a oci d.ent sort or got me down _ 
terrible thing. 

Anything elaeT 

That ' s all . 

lUll you stay behind, Haroldt I want t o talk to 
you a minute . 

( Bell comea 1n} 

Good morning, Dan. 

:!22 

Good. morning. The Senate passed the Byrd resol ution, 
aa you Jmow, calling upon the Trea sury for a lot 
of information concer ning the var i ous corporations, 
and one section requests you to transmi t to the 
Senate the lates t annual report of these corporations. ' 
So this compli es with that and tell s them the res t 
of them will be up in January. 

Will you be up at my house, unleaa you have a soci a l 
engagement, at 8 : 00 o'clookt .I' m working on my 
testimony for tomorrow. Will you be prepared -
I mean just as though we were on the Hill to:norrow. 
You know, they always go into everything - debt 
l~t and the rest o! the atutr. Do you know Ybat 
I meant So bring your bo6lcs with you . 

All r i ght. That's all I have . 

Where is my debt bill, anywayt 

Paeaed . 

Di d itt 
Should be on the President 1 a desk by now • 

Yea. 

Pine. 
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.. c, 
MeR: (lfode nothin6). 

H. t.I.Jra I'd 11ke both Harold and Fole7 t o ata7, please. 
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lmiOJWI1lUll 0!' COIIFI':Im!C! 

SECR!TARJ 1S OPPIC! 

liO!IDAI IIORIIIliG, Jul¥ 17, 1958 

:?24 

Tho Secretary dete.inod llr. Foley and llr. 1¢• vea arter tho 9:~0 
meeting (wbiob occurred at 10:50) for a diocuaaion of • Deoorandum which 
llr. Graves had provioual,y supplied hill •ith ro&ard to ooction 102 caoes . 

Tho Sooretar.Y read end approved this ao2orandun !n principle. 

Ro 1nqu1rod whether tho L~struet1ons retorrod to had been sent to 
!1old ort1ces . llr . Grave• intorne:! hiD that they oere bein<; rlt.!lheld 
untU bo, the Secretar,y, b:l.:! indiC3tod hie ap~ronl ot the "e20r..OOua. 

Tho Secrctar,y indicated th"'t bo doo1red aucb inatructi<ma to be 
sent i-1&1Aly and inquired whether thor ..,uld be ude public . ;to. 
Grweo adviaod hita that they ....uld not ordinarily be INdo public, end 
~~~~ggested that if publicity is desired, ~. instruction• be iaauod in 
tbo foro of a Treuury Decillion. Tho Secre t&r/ ro~uoated that unless 
there w:~oe soaae objection, t~e 1nstruct1ona be leaued in the form of a 
Treuury Deoh!on. 

Af ter Jlr, Foley loft the con!oronce, tbo Socret&T'/ roquested ' 
Mr . Gr avoa to see to it that, unless this is alrc•d¥ dono, in every 
importlnt field office of the Revonus aorvico , including colloctoro , 
internal r evenue agents, the Tecbnical Stoff and Diotrict SUporvisor• , 
an intoraotion clork should be stationed at a convonient loc•tion with 
a ai&D

1 
•Inforaation•, pro:oJ..nentl., displo,yod. !lo ro , uoatod that the 

peroono cboaon for 1Dforoat1on clerk• should bo thoro~ conv•~•ant 
rlt.'l tho orgMhation, ;>ersonnel end activitioo of th• or£1eos in which 
they servo, and that they should be persona ot tho proper personalitY 
to dtlal with the t.o.xpqing public. !lo asked llr . Gr~••• also t.o f~llow 
~is up later and aubait to bill a special report or o:bot bu been aone. 

IIO'I'E 

July 18, 19S9. 

Tho Secretary talopboned to 11r. Gr&n s thio DOmin& rl th regard 
to tho iesuance of the Treasury Deciaion above retorTed to • 

He asked that tbe proposed Deoioion bo cleared though iolr • !llougb 
and Dr . llagill and that 1 t be ready for hi a e1&n•ture Tburaday IDOrning, 

Jul¥ 20th . 
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FROM f , 1, JIMl., 

TREASURY DEPARTMENT 

I NTER OFI'lCE COMMUNICATION 

lty1!! ,, Slit 9tn=•t I!Hgt 

Ink "'"' .lJlz 11. 1m 

!bo co••-' -n 17 ....... , ollowt ll1ut S.U.oleo an.c Site 

pUt WilL l wUtldac optntltu _ _. \o prt._,oatt \N4lac •tl'ftV 

ad coaoh\e4 tf ...rtac '117- -.D _. la'OOotoro t... 1 ... \om lloll4o 

l nto lattnoHlt\t M4 ollort \om lloau. !!>tat optnUoao .,_r114 \o N 

tho rtnl t of a tMllac Sl!at 1oac ,,,. lloau ba4 ••14 11!1' too 111c1> la 

tho prnlou WMI<'o NOO'fii'J. 'fra4111C, bo...,.r, Yll lllht, 

ttlllac orttro llaYt tfftcto oa \lla ...-lots ov.t of proporUoa to tht olat 

ot Sl!a oz:tan. .u a nn1 s, nu-U~ta w1 tla1A a raaco of 1/4 pol at 

Cari'J ao rMl. olplft&aet at \M -'· 

,.rtafti'J looM prtcoo '"" ~ • ..,,...,. al~ ooltcte4 

ollort to-• ,.,. ,. at -a ao r./lalh wbllt •- of tht l OIIC'r lo-• 

'Nrt oft 1M - -'- !natV'7 Mtlt obo'O'I4 plat ot a 0114 3/ Ut>U la 

tho 1o11Car loi'UI at 1••••• ot p4 la tht obort oato. -\te4 loaoo 

Jlel•" • Portltlltl 

lleal•n' total porlttlloo ware preeUeal17 a•boop4. Ro...,..or, 

fntfti'J M\e lloelUJICI teal laM ..... , .. 111111• lllb11l IQI.O pool Uta _, 

11!1' Un\ .. 
1111111

.., !lt.lo lJIQitH la a.o ..,., rtfltcto lonoo otMr 

thaa $Ita,... 1•1/. 11,.. wbicll n .,..,, ..,._ oo11lrl ll tile -.rtcot. 0-
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Pto1 tn 1 brVpllee 

troaauf)' 1toa4o 
!roaov.f)' 110\oo (1 JMr) 
troatur7 DO too ( 1-11 7ro. ) 
Troaruf7 'lllllo 
H. O.L.C. ltoau 
r.!'.li.C. lto114o 

(lD ldlli•o) 

JMkoMe4 
.!J1zl 

H.4 aa.• ao.• 
o.a 

11.t 
_Jaf. 
eo.a 

took ...So4 
J)lz 11 

14.0 
11.~ 

l?. S 
3.7 

1111.1 
-Rd_ 
77.1 

It\ Cb?'U 

- o.• 
- •• 1 
• 2.1 
+ 3.2 
+ 6. 0 
:....1.1 
- a.a 

Dealer tra4lac ..,tlrt\1 anract4 allaor.t $116 •lllloa 4&117, of which a'llov.t 

$7& •Ulloa 4&117 wao lD 'trO&IUJ7 ltoUo . 

Jn Stcprlq Ieme 

226 

!bon won 110 1arp "" •••••r1t7 offtriiiCI fll.riiiC \ho put nolt. Ho­

nor, \hno ra11roa4 oqa1-p.OD\ \rut offoriaco \ota1t.c about $ll a11Hoa 

wore hauo4 aa4 \wo oaal1 public v.UU \7 otforiDCt \o\al1DC t9. 7 a1111oD. 

Sntral l arco DOw corpora t o offoriaco aro oxpoch4 ol tbor \hh nolt or 1a 

tbo YOf7 Dtar fUtuo. Bo ... o.r, 1100t of \hooo wUl bo for r afUa4111C• 

Corpora\! le" MarR' 
Ia •7"Patl~T wUh a tl ... r o\ock ...-ltot , corporate boa41 110Yod oll4btl7 

hlcher =noc tho put ... 11::. Socoa4 cro4l houoo rooch .. 1nolo abo•• th 

rocoat IUD> J>Olat a\\alao4 aro-.4 tho tiro\ part of .ruo. !!Ia &Yifi&O of 

\hh croup 1o acw oal7 a-...t 1/2 J>OlDt llolow tho ll&rch b1~ pclnt. HiP. 

cn4o 1oouoo uU . ...... t uchloleo4 at 1oY01o o11Ditl7 11DUf \ho all•tlDo llilil>l•>:iiii 

Tpt!!llJ la'fttWP\ H!N'' 

!!>oro woro 110 ...-at troaoacUcao for Troa0Uf7 11l1'oolll•t oeeOaJJt. Ho­

nor, $111 Dlllioa ilpOClal - ,........,. actoo woro pv.rohaoo4 for Poo\al Sn'lJICo, 

\rlaclal tbe totol la thlo ..-t \o $14:5 aUlloo Sptelal 2'•· 

... 
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Dllrt .. U.. w.at .... ,ooo- 1,.1/""-... .... ..u fer IDLC c.¢\al 

-'· 'iftaclltc tile tete! ~ fu •14 hr •• '- te?,400,000 -1-.. 
a 'l>al-1 te .. of t41,100,000, 

, ... .. ...,. .... '72,..., 

ftlo oal7 \na-Uoa 'iJ u. Non\ .. ,,..,.. IIJal• ..._, .. \Ill 

parUal ..-,1-' of $11,100,000 •tvt-c !rOUUJ 'tlllo wtu. pj,ooo,ooo 

aow •u1o, u.u all ..UC tu,eoo,ooo -uaa l.a \Ill .,._,• )101'\touo. 
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TO 

SubJeot: 

TREASURY DEPARTMENT 

Saoret~rgan~hau 
Kr. Baa 

'ftw Bua u S1tuaUon, 
Weak en41AC Jul.7 15, 1939 

ConoludoiUI 

.... COIO'IDDI'rl.U. 

Jul.7 17. 1939 

(1) A 110re opt1a1at1o bud neu pa7obology baa becoae 
apparent dllrln& the paat weal!: aa the reaul.t ot an upturn in 
pr1oaa on the llew Yorll: Stock Exchange, which apparentl7 
retleo t e the ou.ulat1ve 1ntluanoa ot favorable doaeat1o 
buaineu newa, 

(2) On the other hand, oo111od1t7 pr1cu abroad oontinuo 
weak, aa ahown b7 a turtber decline in Reuter ' a index, end 
stock pr1oea 1n LondoD and Parle ban ahown but lHtle 
tendency to f ollow the a4nnce here. Foreign aelllng ot 
Amer1oan aaour1t1aa baa inoreaeed. 'l'beee auggeat aerioua 
apprehenaion abroad over the international pol1t1oal outlook. 

(3) Bue1naae 1n4loaa now appearing are affected by 
hol14&3' 1nnuenoae, and pro't'ide DO dependable gu1de to tbe 
current buaina .. trend. 'l'he !lew York Tillll& index tor the 
weelt ended Jul.7 II ••• down 5. 0 poinh tro~a the pra-bol1da1 
week. Whlla the oloa.ing ot auto.obUe planta tor an earl7 
obanga-ovar &&1 attaot varioue buaineaa 1.nd1cea over the 
next several weell:a, t he baalo trend of bueineaa continue• 

to llllpron. · 

The preaent bua1neaa p1oture 

'l'he outatan41ng event ot the put week, i n 1ta potential 
etteot on the bualneaa trend, waa an uptur n 1n atoolt prlcea 
on Wall Street to the highest level• e1noe early June. 
(See Chart 1.) An expanalon 1n trading volume on tbe rlae , 
and a 110ra liull1ah a t titude of t1nano1al wr1tera, have 
contributed toward a changed peJohology 1n Wall Street. 

It the r1ae 1n tha atook aartet 1a oueta1nedb lti•;
11 

be 

accepted 1n a&D1 quartere
1 
••t11n041~~!!nge~n:! ~17e~e~ounte4, 

taotora 1n the ourrent • tu& n ua 

.. 
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saoretarr Morson~u - 2 

and 1bat ta•orablA 1.Dtlunou era now 1n the aloandanar. 
Thll .,lllcl prortclo all lllportant at1aulu to new ardara tor 
Yarioul 111duatrial •tar1ala. 

An 1~rtant taatar ill tb.a arkat upturn bal 4Gubtleee 
bean ib.a awnal.at1Ya arre;r or tanrable bu1iaeu aen in 
reoent weeki. An iapr&lliY& preeantation of the i~rol'ing 
bueinau 1ituat1on waa •de br tb.a Wall Street Joumal in a 
front pasa artiolo publ1abacl an the aorn1ng of Jlllr 12, tb.e 
d&7 on wh1ob. tb.a atrong upturn began. Aaong other taote, 
tb.e art1olo pointed out: 

(1) 'l'b.a b.1gb laYel of retail aal .. , w1tb. 1oae lea41ng 
Mil order boueaa and ob.1an atora1 .. tt1ng new 
eala • rooorcla. 

(2) A ·~ 8J)Urt 1n autoaob1la aalea at tb.e and of 
June, auggaat1ng a good aal .. YOluaa in Julr. 

(3) New b.1ib. reoorcla tor gaaoline oonauapt1on, and a 
al•:r•ar peak tor raplao .. ent tire 1alaa 1n June. 

(~) Sal .. of buU41n& u.terlala runni.ng at the beat 
paoa in recant :rear•; de• a tic order a tor •ob1ne 
tool& on a stead:r upgrade; upan41ng orders for 
alaotr1osl equ1paent; aalaa ot oheaioala in June 
and earl:r Jlll:r at a b.1ib.er lenl than in lla:r· 

(5) IaproYed actiY1tY 1n ootton textiles, w1tb. .,ol 
and ra:ron produot1on at b.1ib. lanla. 

(6) steel operation• and aal .. b.ol41ng wall a'bon the 
prel'ioua :rear'• laYal. 

r ore1Sft situation dlaturbing 
t Ule aarltet r11e baa eJII)ar&ntlJ 

A oontributlng faotor ~ob ba proncl deoeptln on aenral 
been a growing taellng -- , 1 • ba been atoppad1

• 111tb a 
prertoua oooaalonl -- that ~ tle~ 1~ teraa of world bus1-
real1ut1on of what tb.U •

1
° t-.. ~ but little peaoe newa to 

neea re•1•al• 1t apparent 1 _.e 
put atook pr1o .. b.1gb.er. 

Wall street b.oweYer, toreign 
Wbatenr tb.a teeU.ng 1n re not' optia11t1o. A• ellown 

burera of ltOCII:I and ooaaoe~~ :ad Par11 1toolt axchaDg08 haYO 
1n Ohart 1, pr1oo1 on tb.a Wall Street UPturn, wbaraaa tb.e:r are 
10aroil:r roapondecl to tb.a 

.. 

.. 
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ueuall7 ratt.r aendtl·n to upturaa 1 
oelling of Aaerioan aeour1t1ea baa in~~io:• here. roreign 
the put weelr., aa it did on a larger 10J 18

d aharplJ during 
aoaru Of laat Januar7 and Karoh. e ur1Dg tile war 

Of greater aignifioanoe, eenaitiTe .modi 
Great Britain haTe oont1nued to deol1ne 

00
&Dd t1 pr1oea in 

hal bean ahown b7 pr1oee 1n th1e oount~ (s:O·~~~~~~~ 
Tbeee ind1oat1ona of eer1oue apprehenaio~ abro~ oT:r ~ 
polit1oal ounoolr. llUet be talr.en into aooount in p ra1 1 
domeet1o buailllll proapeote. a P 

1 

ug 

With a bueineea r1ee 1n the United State• getting UDder 
•aJ on a eoun4 baeie, 1 t eeeaa 11lr.el7 that enn a aeTere or1a1e 
abroad, etopp1ng ehort of war, would not be auft1oiant to 
reTerae our bua1ne•• trend, and tbat in the ennt of •ar the 
ahook would be t•porarJ. 

Doaeetio faotore oont1nue taTOrable 

An 111Jlortant eueta1n1ng budnlll faotor 11 the well ­
maintained leTel of national 1nooM. (See Chart 3. ) Tentat1n 
eetiaatea of the Department of Collllleroe indioate aD upturn 1n 
June to an annual r ate of about t 65.6 bill1ona, wh1oh comparee 
with the etr11r.e-depreseed lenl of t 611.. 6 billion• in 11&7. 
Th11 impronaent in national inooiDI baa doubtle 11 been a leading 
taotor in the reoent improTe .. nt in retail aale• of mereband1ae, 
automob1lee, and other produote. The eeaeonally-ac!Juated FRB 
index of departaent etore ealu roee to 1!7 in June trom 85 the pre­
vioua month . It bad anrsged 88 during the t1ret II. months of 
the 7ear. 

The eteel 1nduetrJ preeanta a p1oture of greduallJ !.prov­
ing aoti T1 tJ, at a uae when operation 'a are ueuallJ eeuonall;r 
alaolr.. Blaet turnaoe• are being etarted up, in place of the 
uaual euaaer abutdowne. The Toluae of et eel order• reoentlJ 
hal bean bettar than aoae ooiiPanlee had expected, and will 
expand furthar a• ne,..aodal auto110bile produot1on gets under 
W&J . The aagadne Steel reports th8t eteel deu.nd hae tmproY8d 
mater1all7 in the paet 10 d&;rl, 11ptoiallJ tor ailoell.neou• 
produote. 

Bttel operation• laat weelr. continued to be i .ntluenoed by 
the extenah•• .bolida;r abutdowna, and the r1 .. of ~1.2 ~inte 
to 11.9.7 per oent of oapaoitJ d1d not bring there e ~t ~ 
baok to the pra-holida;r leTsl. Th11 week, howeT~r , 1 

•:.. 
operation• wert raietd to 56.4 per oent of o&Pao ty, a 
high for the year . 

.. 

Regraded Unclassified



s eoretarT Xorcenthau - 4 

The autoaobile induatr)' baa elret.47 atarted produotion 
on 194o aodela, the Paok&rd COapall'f hAYing retume4 aore than 
9, 500 eaplO'f" to i b Pa7J'Oll• reoentl7 t olloW1ng the ohange­
onr. 'fhia ooapa117 reporh that ite field atoolr.a haTe been 
reduced t o ),000 unite, Vbiob ia by tar the loweat ainoe the 
co~p&n'f entered the lower-prioe field nearl7 t1Ye 7eare ago. 

331 

The continuation througb June or a high lnel or auto­
~obile aotiY1t7 h aa brought an upward raYiaion 1n pro4uot1on 
esti~~~atu to approx1111atel'1 321, 000 un1 te t or the month, repre­
senting an e4Yanoa ot about 70 per oent onr the 1933 figure , 
the highest percentage gain thie 7ear. Jul7 production 1e ex­
pected to be re4uoad to about 11!5, 000 unite , or 23 per oent 
over the praY1oue 1•ar'a figure, ae a reault or an unueuall7 
earl;y ohange-oYer. Theee earl7 shutdown• Will tend to reduce 
Yarioua buaineae 1n41oes teaporaril7, Vbioh vUl be aede up 
b7 oontra-aeaaonal adYances when new aodel production gets 
tull'f under V&'f. 

A he&Yier demand for luaber reoentl7 for rea1dential and 
agricultural oonetruction baa found moderate 1nYent ories in 
mille and retail lumber 7arda , according to trade report e, 
and brought a perceptible firaing or lumber prices. !lew ordere .. 
tor lumber again inoreased to a higber leYel than production 
during the latter part ot June (Bee Chart II-) after exceeding 
production for a long period earlier in the year. 

Industrial priou til'll 

While aensitiYe ooaao41t7 price• on the Whole baTe notice­
abl;y wealr.ened it ia obsenable that the decline baa been non­
tined largelT' to oertain agrioul turel and rood produota. Prioea 
ot induatrial aater1ale euoh as oopper, ateel eorap, rubbe.r , 
hidea ootton eillr. and t1n han held fira or enn 111prond, re­
tleotlng a atrengthening induetriel deaand. A riee in •te4:t 
aorap prioea aeeas partioularl'f a.ignit1oant, oo1noi41ngb~a 
do u v1 th an i aproTing trend of ateel oparatione. S1za e aorap 
purobaaee in the Clanland d1atr1ot ban rail~ ~~1~~~t::~. 
50 oenta a ton and a 25-oent ri88 hal ooourr e4 to $111- 79 a 
The Iron A8• o~apoeite aorap prioe ~· been ra1~ d 1n Mar~ . 
ton, or vi thin 50 oenta of the 7ear • pealr. reao e 

-~ hae deYeloped in copper auggeeta poe-
A bu'fing boom whi~ tber commodities where 

sible daYelopaents that •&'1 oooiurt t!n71~1 shOuld beoo•e oonoerned 
oonauaer inYentoriee are low, 
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onr •11PP11... Btoob or tal:>r1oate4oopper proctuotl ha4 bHn 
reduoecl to "bare lbeU proportion.•, aooor41ng to \be Aur1ou 
Metal X.Z.Itet, ov1ng to haD4-to-•ou1:h bu;J1ng onr a oone1deral:>le 
per1o4. When the 1ndu1t17 wu etartlecl 1nto aot1on lut welt 
b:r heaYT torllp bu.T!Dg orctar•, a van ot d08eet1o bu)'1ng got 
under va:r 'tdUoh pro•Uee to roll up a new b1gh reoorcl 1n total 
ealea. Bal .. 1n 1:he t1re1i 10 dqa of the •onth, 170,5511 tone , 
nearl:r equallecl the reoorcl .ontbl:r total of 178,1!01 tone IUille 
1n Ootober 1936. 1'he Annal111i loolte upon tb11 bu;J1ng MT•ont 
ae the .oet iJIPOrtant atat1et1oal dnelopaent ot the v111t, eug­
geat1ng that oopper oon-re are opt181at1o oTer the proepeote 
1n their own 1.ncluatr1ea. 

'l'he Rev York 'f1aae bu.e1aeu 1ndex tor the bol14q veelt 
(ending JuJ.:r S) ebovecl a cleollne of 5.0 pointe, largel;r be­
cauae ot a laolt ot a4Juet.ent to take aooount of ehutclovna on 
the cta:r preoe41Dg the bollda:r. 

... 
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TREASURY DEPARTMENT 

IN'TD 01'1"1<:8 c:OMMUNICATtON 

.... JlllJr 17, 19)9 

TO 

SubJect I 

Beoret~~ nthaa 

llr. H.aaa • 

Wheat xport lalea Alld other •rltet data. 

June 26-28. Ho data Oil uport ealee. 

June 29 • A b1g d1••"" 41Talope4 tor O•u4tan wbeat and 
ea111 81t1Mte4 at 1, 500,000 buahale. .All' Eaglhh 
aU.l. wa1 reported to ban bollght 1,000,000 blllhell 
ot wheat tutur .. 1ft that -a11t1t. 

JUill 30· Ell;port 4P&D4 alow and O&ll&41&1l eal .. eeU•te4 
at olll:r 150,000 bulhlll. 

Jlll:r 1- 11-. Ho data on eliJI(Irt ealee. 

Jlll:r 5· 

J\117 6. 

J\117 1· 

Jlll:r a. 

Grain •n e eUute that a .uob larger &liiOUDt ot 
wheat JU1 go under Go .... m .. nt loan th1e :rear than 
laet, e1noe there are more el1g1ble producer•, 
loan rate~ are h1gber, and the ~~arltet 1e lower. 

Balel ot wbaat tor eliJI(Irt cnr the 4th .. u~~ated 
at about 1,000,000 buehlle, about equall:r 41T14ed 
between Manitoba• and AMrlcan hard w11ltera. 

Ell;port .. lea ot Cana41an wheat e1t1&et ed at 
250, 000 buahlll. 

rore1gn 41•"" •erJ alow, clll7 about 100,000 buehela 
aold, wh1oh •• Ma~Utoba wbeat to the Cont1.nent. 

Oene4S•n ott1c1al report ea1d to 1n41cate poee1-
b1llt7 ot a crop 100,000,000 buehlle larger tban 
laet :rear, when J26,ooo,ooo bulhal• were har'teete4. 

J:xport bua1DI•• eet111late4 cloee to 500,000 buehele, 
808tl7 JlaD11;obal but 10M AJter10&n herd w1nterlo 

... 
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JulJ 10. 

JulJ 11. 

JulJ 12- 13· 

&llpoN Hloo of llonh AMr1oaa ohoat onr tm 
"ok 0114 •' ~• thaa 100,000 buoholo. 

0•':1'"' .. o:q10ri oh1~ah 1a Juo totallocl 
1a., ;7 ,016 baob.olo, or aoro thaD cloublo a 7001' 
acoJ nih annco o:a:port pl'1oo of 61.7 oonto, 
a.3.e. oenh clOWil fl'll• laot JoOI'. 

loUor o:a:port ~4. 0114 oaloo of 1 ,500,000 
buaolo Cuacl1011 Wboat to Gr.at Br1ta11l and 
Cont11leni r.porto4, 

Bo o:a:port aaleo clata. 

Llnrpool pr1oo 4ool11lo4 oa JulJ 13 to 347-7•01' 
low. Jlarltoi oboo"ero tbl.ak ooll111C bJ Caucla 
aac1 A.rgoDUDO oauoo of ext~ ooakneu, o1Doe 
theoo oountr1oo ban lara- IU~lua .. io c11opooo 
of to aako l'IIOD tor the now orop, ohlob 1ll tho 
oaoe of Cuacla 1e ot no~r.oorcl o1r.e. 

238 

• 
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!D!.Jr: 

Henr7 
1.'allaoe : 

l!J.!Jr: 

ti : 

lll!Jr: 

W: 

HMJr: 

~1: 

!J!.!Jr: 

1.': 

hl!Jr: 

II: 

!!1-!Jr: 

II: 

!O!Jr: 

.• 

.JulJ 17' 1939 
11 1~ a .•• 

Henr7, I' 'I'll got Da1U17 Bell 1Ut1ng here with me and 
we'Ye been talking about Coamod1t7 Credit tinanoing, 
and Bell has been in touoh, duri ng the past aonth or 
10, with them, and we'Ye looked attar this for them 
in the paet. And the deOilion bae to be made within 
t he next da7 or two Just Vhat il going to be done in 
- - t o take oare or the supplyi ng them with the mone7 
oYer t he first or August. 

Yeah. 

And, aeeing -- I don't know whether you want the 
'1'reaaur7 to oontinue to adYiae JOU and -- and to 
merchandise t hose t hings tor :rou, but ve haYe in 
t he paat . 

Well, or oourse, we're delighted, Henry. I'm •••••• 

And ••• . •• 

•••.. . do i t at all times-- ••.... 

\le take t he ... . .. 

.••••• we•re eager to have • •••.. 

We ' ll take t he ••••.• 

' 

ha 'l'reaeurv in on these matters • • • ••.• --eager to ve , 

Well , we ' Ye taken iull ~e~~~:;b~~~!~dat,!~ !~~1~one 
tlnanoing, and -- 118 • and done __ taken -- done 
out and arranged ev~rr~~ nothing t o do wlth it. 
the entire tblng. "• • w• 

Yeah. 
meeting and -- at least 

But I think we ought to bavo ~ t hen th~re ' s a -- there' • 
IO that you'd get the idea an and Vhether you want to 
a bank pioture in tb le thing, ts and then we oould 
oontlnue those eamed~~~e:!~ at onoe. 
tix up d1reot ors an 

On the • •.•. • 

I mean the 
auggeeting 
meeting. 

I mean, I 
u oalling a 

don't knOW whether - - whntl 'm 
meeting, or your osl l1ng a 

• 

.. 
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'1/ : 

HJ.!Jr: 

... ... 
HI4Jr: 

m-:Jr: 

li : 

!!l!Jr : 

II : 

Hv.Jr: 

HI!Jr: 

\1 : 

II : 

lll~Jr: 

W: 

HI!Jr: 

W: 

HMJr: 

- 2- 34U 

I do want t o have a talk with the 
other matter, or course I th ink 
is held. ' ' 

President on t hat 
before that meeting 

Well, this •••••• 

And I ' m hoping to have that tomorrow • 

\fell, th1e financing thing ought to be settled be tween 
now and Wednesday, 

Nov • •••.• 

And 1t you wanted t o des1gno te eocebody to t alk to 
Bell • ••••• 

Could I -- I t hink I'll dea1gna t e Carl Robbi ns to tall< 
to Bel l about tha t ma tter. 

Al l right . Will you have hi m ge t in t ouch wltb him? 

Yea , I'll do t~at right away. 

Now, Bell knows all about it and i s ful l y -- I mean, 
be ' s got some authori ty a nd he oan make decisions. 
You see what I mean? 

Yeah. 

So it Robbins -- it would save your time , and then it 
atter you've beard it you want us to continue t o handle 
it ror you , we'll be del i ght ed to . 

Well, t hat's t ine. 

But t he R.r.~. never had anything to do v1th thi s. 

Yeah. 

Bo it you could have Robbins -- let hi m know. 

Yes I want to talk with t hat aspect of it wi th the 
Pre~1dent __ about that aspect with t he Pres ident . 

You mean t he financing? 

No, I mean the •••..• 
l d b __ no matter who 

• •. • •• the other'l Well, this wou. e 
11 the Board ot D1reotore. • • • • • 

.. 
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ll: 

HHJr: 

'II: 

ID!Jr: 

ll: 

HJ-IJr: 

If: 

JV!Jr: 

\' : 

l!l>!Jr: 

II: 

l!J.!J r: 

~/ : 

l!l~Jr: 

W: 

HMJr: 

tl: 

l!l!Jr: 

- 3 - 341 

Y .. b. 

~~~~·~:.;~e f lret of Auguat ve••e sot to ralae you 

Yelb, 

And t he normal thing would be to do 1 t next Monday, 

Yelb. 

And we need a littl e tlce to oan.aaa the market and 
get you t he loveat ratee. 

That's right. 

See' 

Well , vs' r e delighted to vork vlth you on that I'c 
aure, Henry. ' 

Nov the other th ing la, my boys any you did a avell 
Job on the Bill on t his aelf~iquidating program. 

Oh, t hat's awfully nioe of you to aay ao. 

They were very enthuelaatlc. 

I think I could have done a better Job, but i t vas 
rather abort notice. 

Very abort notice. I thought you -- from what t hey 
tell me , you must ban done awfull7 well. Ah ...... . 
In t he -- in the Senate -- in the House aide t here 
was a fallow by t he nace of Walcott that wanted to 
aek , - - t hat vented to oonJur up t he bogy or the 
Export-Iaport Bank being uead to finance imports 
of agrloul tural products. 

I aae. 
A totally fantastic t hing , end all the time vas vaeted. 
All t he oroea-queat1on1ng vaa waated on that vhlch 11 
comple tely beside t he point. 

R1d1ouloua 1 Well, then the next mon on the director 
t hi ng u tor aa to bear troc you. Is tbat right' 
And on the ftnano1ni t blng, you'll ban Robbins get 

in t ouch With Bell. 

.. ·­.. -~ 

.. 
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If: 

HMJr: 

li: 

HMJr: 

\': 

I!MJr: 

- ~ - 342 

Y .. , ftU I thl.llk I'll get olear on t hat to.orrov 1f -
1f l'• able to .. e the Pre•14ent. 

But fOil -- fOil w111 put Robb1ne 1n touch wUb Bellt 

.t.t onoe. 

\'hank fOil . 

Ooo4bfe. 

Goo4bfe. 
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Jul.4y 17. 1939 
2: 3 p. m. 

3.43 

!IJ.!Jr : Bello, 

Operator: Hr. Edison. 

HMJr: thanlc you. 

0: Oo ahead. 

~!Jr: Hello. 

Charles 
Edison: Hello. 

FC·1Jr: Edleon . ..... . 

E: Ob , J 08 . 

ID!Jr: Morgenthau. 

E: 

HJ.JJr: 

E: 

HMJr: 

... -· 
i!l!Jr: 

E: 

I!MJr: 

Yea, s i r . • 
Can you hear me all right' 

You bet I can. 

! ~talked to t he President about t his program of your s 
ot t he six m1ll1on dolln.ra tor enlarging armor- plate 
plants • 

Yeah. 

And t old him it was a combi ned r ccoamendatl on or the 
Treasury t hat we ooul.dn 1 t do anything tor you legally, 
but - - I mean, under the present l aw, but we were ln 
favor ot seeing that t he llavy go t an appropriation to 
spend six million dollars to ccnetruct t hese ?lants . 
And t he Budget is in heart y accord with that. See' 
Hellof 

Yea. 

Nov, the President came back and made the same aug~ 
geetion that he did Friday, that these companies 
llhould borrow the money trom the R. F.C. and pay it 
ott on a pro r ata basis. So I said, •Well, Mr . 
President, t hey won't do that, because at the end 
ot t our years Where does it leave them if they have 
no • ore order•"' 8o he add, •Vall , try it, but, • 
be aa1d, •I don't t hink t hat Edleon bas U oe t o get 

-..t 

... 
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th1e b1ll through. • So I aaid, •Well, it he 1e will i ng 
to take the chanoee , are you w1111ng to let hi., go 
abea4 1 t And I got t he feeling that he vas. 

Yeah, I •ee. Well nov look, t here ' • a little different 
elant on it though than that. They don't need any 
money. You eee , we have oontraote -- are about t o have 
oontraote V1th eo.,e tor two more battleships, but we 
have oontraote that v~ have let for a fixed price or 
•o much a ton, aeet And they 've got to furn1eh that 
a~&ter1al at eo muoh a ton. But we're orowdlng thea 
for delivery and t hey eay -- well , they've already put 
in a mill ion dollare ap1eoe and all they're afraid or 
ia t hat t he Treasury Department won't allow theo to 
include that 1n t heir ooet when figuring their ten 
per oent, see! · 

\fell, that's Just the point. Nov, ve've had the best 
people of the Treasury on t hat end the answer 1a ve 
cannot. We-- we-- we oan't do anything •.•..• 

Yeah. 

••• . .• wit hout breaking the law, and I-- I can ' t even 
do that tor you. 

(Lnugha) 1'/ell,we don't want you to do that. 

Oh, yea you would if you t hought you could ge t avay 
w1th i t. 

(Laugh e) 

No we 've aoent a lot ot time on th1a thing and ·~~s 
th~ Budget.· I ' d bet ~:d.,!~o~:~g~~ :;:~ ~~e~;~sident. 
meaaenger a copy o 

Yeah. All right, I __ I'd like to get it. 

I'll send it over !1 ~· 

All right. 
8 it ' a only on three-

And t hat's it's on gn;h~;sat;tea t he poa1t1on of 
quarters of a page • an And rrom now on I oan ' t 
the Treasury and t he Budgeti can't rule in advance 
hel p you any more , beoause 
on t hat ten per oent businese. 

... 
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Well aow, :rou UD4erat&Ad, Xr. leoreCai'J, t hat -- that 
'hree :rear• rro. DOW when theM oontraote are o'fllr 
)'OU •re 8'01118 to aeD4 auoU tore up there aD4 then :rou 
'lf1U tell th• then V!lether you vUl allow 1t or not, 
eeet AliA 1D 110et oa"• you will allow lt. All they're 
.. y1Dg 1e, •Well, Why oan•t you tell ue nov•' 

Vall, let ae ·Ju•t -- well - - nov Jult a ainute. 
XoJI8JDol4e u here an4 let ae u k hla that. Be' • been 
on th11o 

(Brief pauae) 

They -- our General Counsel baa paeaed on that apeoiflo 
queetion and he a aye he oannot rule in advance. 

Yeah. I see. 

'rberefore, the Director of the Budget baa recoaended 
that you put tbla thlng through on the - t he laet 
4tficiency bill , getting the Navy alx allllcn dollar• 
v1 th vhioh to bulld thU eturr. S.e' 

Yeah. Well then , t hat' a going t o ooat the Navy oix 
m1111on dollars . 

Well , it's going to ooet .•••.. 

Wbereaa , t he other way it doesn 't ooet the Navy anything . 

Ob yea, it would be added t o your ooet. 

Ro, they don' t . 

C!l, aura they do. 

V.•-e go t a tlxed prtoe t or these -- tor 
They do not I • 
t hl8 etutf. 

Yeah. 

They oan't a44 it t o their ooat. 

Val l, look .. • .. • 

But aa I aay .... • • 
I I 

I d 't mow Vbether you ve seen 
• • . • • •' old mail, I'-- ha4 o;h• very beet people on -­
our people , but "' •i; with the will t o do lt, •••' 
in the treaaurY on 
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Yeah. 

And Ed Foley ie 1n -- I told h1m that this 1e some­
t hing I want to do , 1t poaeible, -- any vay a t all. 

Yeah. 

And he tel ls me I can ' t do 1t v!tbout going to Jail. 

Well nov, your people vere -- tour or them came right 
over. You arranged t ha t, you knov, after the meeting. 
I thought ve vere all !n agreement on tha t. 

Well, let me -- let me send this meoorandua over. See? 

All right. Pine. 

And it you vant another ehot at t hea , I 'll let you 
have t hea, but t hey've t ied in the Director ot the 
Budget on t his too. 

Yeah. 

And-- ah • • . ..• 

llell, I want to be sure t hey understand thoroughly 
vhet the questi on ! e. 

Well let me send this memo over and 1! you're not 
aat1~tied, call me , personally, and I'll send t he gang 
baok again. 

(Laughi ngly) All right. 

I • 11 do anything I can to help • 

1 t I anpreo1ate 1t a lot. All right. Thanks a o • r 

But it you're not eat1et1ed, call me up and I ' ll send 
the gang back again. 

Yeah. All right. Pine. 

o. JC. 

Thank you. 

Right. 
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IDIJr: 

Cordell 
Hull: 

IDIJr: 

H: 

HMJr: 

!! : 

!!I!Jr: 

!1 : 

ID4Jr: 

HMJr: 

H: 

HMJr: 

II: 

J!l.!Jr: 

B: 

HJ.!Jr: 

H: 

ID!Jr: 

B: 

IIMJr: 

R: 

!lMJ'r: 

J~! 17, 1939 
2:"'7 P•• • 

Ah - - With the PreUdent' • knowledge but not - I• n got 
paeeage on August 2nd ••• •• • 

Yeah. 

•• •• •• to go to Denmark, Norway and Sweden, 

Yea. 

I don't know whether I ment ioned i t to you before. 

You -- you spoke about it onoe , yea. 

Yeah. And unless th i ngs get worae, vh7 we thought we'd 
go. 

Yea. 

And if you would tell your people that we were ooming, 
I'd appreo1ate lt, 

.Ul rlght. Denmark, l~orvay and SWeden. 

And England. 

Oh, and England. Yeah. 

On the way baok. 

Yeah. All right, I'll be delight ed. 

or we aigbt even take a atop a t Finland, I'• not aure. 

You' ll leave about August 2ndf 

Yeah. Finland also. 

Yee. 
l'ow,-1t you wouldn't mind. 

I ' ll be delighted. 

And before next weelt ••• ••• 

I'll write the• letters. 

that would be very ••• ••• 
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You t~~~n•t haft to bot:ber. 

fbat•• Den-ark, llorwa:y, llweden; and Finland and England. 

Yeah. 

And the other t hing -- l'r1da:y, a week ago, it you 
remember, I called on :you ln regard to J(erle Cochran. 

Yeah. 

And I took t he llbert:r ot making a euggeation about 
hi a •• • ••• 

rea, I've been pressing the catter ot bri nging it up 
and emphaa1zlng it t o oy personnel people. 

Yea. 

I don't know just what --bow it1 a going t o work out. 

Well , be -- b1s w1fe 18 better now and he wants to go 
back and pack u~ b1a goode. You aee? 

Yee, I eea. 

And-- and ••••.. 

They ' ve go t 1t under-- I 've talked t o the cen and 
laid 1 t be tore them. 

Yeah. Vall, I hope you don ' t mind my br1ng1ng it to 
your attention again. 

!lo, no. lie, thay've got it , and I 'll ltaep thea -- I 'll 
keep empbaa1z1ng 1t t o thea. 

Rl ...,t And the third an4 laat t hing, the world ellnr 
•• ;;.·to have sort ot round ita level te~porarllJ at 
around 35 cants. 

I Me. 

And I thougll t you'd lilta t o Jtnow that. 

low • - you haTe no other plana on 

( ) Ooah no I All I'd l11ta 
J::~:. Hill ieave 1 ae alone. 

t hs tt 

u the -- I hOpe 

Regraded Unclassified



• II: 
!IMJr: 

Il l 

HMJr: 

!i: 

HJ.!Jr: 

H: 

HMJr: 

H: 

I!MJr: 

H: 

!!MJr: 

-' - 349 

tou - 1D other worda, I '• not a11t111g :rou to ea:r an:r­
tblng tor repetition •••• •• 

Y ... 

••• •• • but I Juet wanted to baYa, Without telling the 
Mn:loane a word, I 3Uit wanted to haYe baoll: in m:r mind 
the poaai bilitiea. 

Vall, •:r own feeling, unleae the Praeident ehould oYer­
rule ••• which, of oouree, ia hie priY1lege, 11 that 
we'd Juat about -- we'd eta:r where we are. 

I aee. 

And I -I I don• t tb1n.ll: we'd go an:r lonr. 

Yea, I eee . 

Now, ¥nether the market went up, whether we'd follow, 
I don't ll:nov, but~ gueee 11 --tor the time being ia 
that we'd ata:r about where we are. 

Yea, I eee. Well that•e -- I ' m glad to get that. 

And thanll: :rou. 

All right, Henry. 

thank :rou. 
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July 17. 1939 
2:59 p . ... 
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Operat or: Kr. 141eon. Go ahea4. 

BMJr: 
Char lee 
E41eon: 

I!MJr: 

E: 

HMJr: 

E: 

EMJr : 

E: 

ID!Jr: 

E: 

llll.Jr: 

E: 

HKJr 1 

E: 

ID!Jr: 

E: 

HMJr: 

E: 

l!MJr: 

Rallo, 

R ello, Kr. 8aoretar)', 

E41eon •• • •.• 

Yea, a1r. 

••• ••• 1t you would oome t o my ottice at ~ o'clock I'll 
haYe eYerybody here that baa aaid, •No• , and we' ll listen 
and we'll have a- we'll aee whether we can't do your Job. 

(Laughi ngly) .Ul right. ~ o ' clock. 

Yeah. We'll have everybody here that's been saying, •No•, 
and we 'll aee it we can't ge t somebody to aay, "Yea•. 

Yeah. .Ul right. 4 o'clock at your ottice. 

Well , wi ll you do that! 

Yea, and I ' ll bring along a couple of men myself. 

Yeah, I'll ha ve a couple ot dozen lavyera here, 10 you 
and I'll have a t ough time. 

(Laughs) 

But we'll do t ho beet we oan. 

.Ul r ight. 

0 , K., 
.Ul r18bt· The only queetlon I have 1e why -- maybe 
ve wouldn ' t haVe to oay tbia aix .tlllon ••..•• 

Rlsot. 

• . . . . • We'll we'll t hraeh it out then • 

110 vb&t I'• tr)'ing to get them - I '•• tol d them to eee 
vh~ther .,. can't gin u.em a deteraination aa to Ww.t 
the vri te-ott llhould be b&tore they a tart. Juat tdl&t 
you'•• been aak1ng t or. 
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Bee JOU at tour o'olook. 

351 

Row, I ' ve told the bore to take a treeh look at 1t. 

.Ul right, thanka a lot and I'll be over there. 

'rhanJt JOU • 

Good bre. 
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Opera t or: 

HMJr: 

0 : 

HJ~Jr: 

Harry 
'Joodring : 

H:~Jr : 

W: 

HJ.!Jr: 

II : 

W: 

HJ.lJ r: 

W: 

HJ~Jr: 

'i: 

Hli..Jr: 

Hello. 

Secretary Woodring. 

'1'hank you. 

Go llhead . 

Hello , 

Henry ••.• .. 

Ye s , H, rry. 

July 17, 1939 
3 :18 p. m. 

Sa y on t ha t Alli son engine t hing . 

Yes. 

352 

I f i nd t hat we di d buy quite a number o~ them and in 
t he -- in t he deal ings we had t o include in the cost 
ot the e ngines, I don't know, t our or five hundred, 
a t wo million dollar pl a nt i ncrease ••••• . 

I see. 

••...• t o put them out , with the provisi on 1n the con­
tract th at 1f t he French or - - or any fore ign people 
buy planes or anyone here in dones t 1o -- l n t his 
country, t ha t t hey sel l any or these engines , if and 
when t hey are sold tha t t hey - - we get a cer tain per­
c ent age or t heo back -- o f the coney back or t he 
eale e unt il we've paid our two a1ll1on dol l ars back . 

~ell now, I t ell you wha t I ' d l i ke - - I ' m havi ng a 
terribl e time getting my lawyers t o l et us •... . • 

Yea • 

••.••• do what Edison wa nts . 

Um-hm. 

And he's coming over here at tour. 

um-hll. 
You don't su~poae I could have Just t hat part or t he 
oontraot t hat hea t o do vi t b t hat two a1111on dol lars 
t ha t cl auee7 

• 
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Y .. h. 

So I ooul4 ehov it t o our attorne:r• an4 aee whether 
t:ha t; •• •• •• 

Yeah. ·WhT oan•t I aend our man 6Yer With it, the 
lepl. aan, and let hill oome to your ot't1oe a.t tour 
o'olook. 

You -- don't :rou operate under that ten per oent thins' . 
Yea. Yes . 

You dot 

Yea. 

-
\ 

Vall then, let h1ID a1 t 1n and maybe he oan help, be­
oauae I ' m tr;r1ng a:r beat t 9 do 1t tor EcUaon and our 
lawyer• haven ' t tound a wa:r· :ret. 

Well , all right , I'll tell you what I ' ll do. I'll--
do :rou want him to oome t o your ot't'1oe at tour o'oloo~ 

Yeah. 

I e t here any neoeea1t:r ot me oal~1ng you up and t elling 
:rou what hie name 1St 

No, it h a Juat weul4 announce h11Daelt, that• a all . 

All r1gbt. I' ll -- I ' 11 haYe h1a over there v1 th the 
oontraot at -- at :rour ott'1oe at tour o ' clock. 

Yeah , because t hat aa:r be able to help Edison. 

!'hat aa7 help, :reeh. All right. 

Thanlt :rou eo much. 

Ooo4b;re. 
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P.&JUPIIUU OJ' 'fJ!.'I(JR£K RIOKIYJ!) 

I'RC:Ih Aaeri OaD m.b&8.,-, Pub, l':ruoe 

DATE: JulJ 17, 1939, 5 p . a . 

10.1 1315 

J'OR Till TRUSURT DKP.ut!J.ID'f . 

J'o:r the week ended JulJ 6, the Bank of J':ranoe state­

ment ehowe a deo:reaee of 854 ailllon f:ra~~.ce in ca.ae:r­

cial adn.z~cee , with an ill.o:reaaa of 66'7 ailliona in noh 

ci:rculation. 'fhe:re waa a deo:rla18 of 1 , 718 aillicne 

ill current and depcaU acccUII.h . The gold coYer ratio 

ne 64.14 pe:rcct -..creua 63.78 percen~ . 

!here n e a limited amoUII.t of t :ranaacticna in ex-

change today , with no 111po:rtant cbangee in rates with the 

exception of t he florill. which etrengthened because of 

:report. froa Aaaterd&ll that it 1e likelJ Oolljn will be 

euo•eeanal in foraing a nn oo-..erzaent in 'Oilich he will 

eU1l b e Praaier and will retain the poet of l'inance 

llinhter. 

!here na an unsettled a~~.d depreued aecurUy arkat, 

with a downward trcd. in quiet trading. 

In J'IO.utO t he Berlin ccrrupondct reporh t b&t in 

a'bout two wellka oer-J will send a trade delegation 

to Ru elia to 'bS~iD negotiaUoll.l wbioh ha-..e already been 

diecuaead. 'between t he Ger.an Aa'b&uador and the SoYiat 

authoriUee. 

.. 
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a"'llor1 Uee. U 1e tile aa4el'II11&D41Dc of thh oonee­

poad•t tll&t t ra4e oretite 1a the __ , of abOilt 135 

a1111oa fl'Uioe, ocwer1ac a period of two JMI'e, will 

b e offered the Bcwina bJ Oeruay. 

355 

the f1aanc1al pre .. ooaUauee t o report 11ha11 the 

Belgiaa OOYenaat 1a aegoUa111Dc a lou with all Aaaterdaa 

Malt 1a the __ , of two bllliCD Balgi&ll fl'uoa, the 

loaa to rua for oae year, wiih reaewal opuca. the 

Belgiaa OoTerueaile bonowiac requtr•mh for the 

011:tren11 year, 111 1e eaU•Ud, will &IIOUAi 110 b.Ua• 

two and two and a half billioa Balpan fl'&Doa . 

D1l JOSUGI. 

BtJLLl!f. 

ll:Lft 
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TELEGRAM SENT 

CJ GRAY 

July 171 1939 

6 p . m. 

AP!EMBASSY 

PJ.RIS (FRANCE) 

539. 

Yom."' 1314, July.l7, noon. 

Tro~sury supplies tho following ir1orrnation : 

Suits brvught in 1936 in nnrnr of Bqnk of Spain to 

recover 151 000, 000 ounces silver acquirc1 in 1938 by 

Treasury from Spanish Republican GovornmEnt or value 

thereof - $61 450, 000, Plaintiff claimed silvEr wrongfully 

taken from it by Spanish Republican flovernment and that 

Treasury acquired no title thereto. Defendants were 

Superintendent of the United States Assay Office at N£W 

York, Federal Reserve Bonk of New York which acted for 

Treasury, and United States Lines Cornpnny which carried 

silver from France to United Sta tes . 

Federa l District Court in on extEnded o~:nion re• 

viewing e ll the facts and legal authorities (copy of 

which opini on is being mailed to you) concluded that 

therE wns no genuine isoue of materiel fact nnd granted 

s~ry judgmrnt ngninst tb£ plaintiff end in f r.vor of 
thE 

35G 
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- 2- #539, July 17, 6 p .m., to Po.ris 

th E FtdEro.l REserve Bank c.nd tbt Shi pping Line and o.lso 

dismissed the action broUght against the Assay OfficE 

official . Court held that Spanish REpublican Gove rnment 

validly acquired titlE to ail vrr from Bank of Spain 

and that Treasury acquirEd valid lEgal title fro~ GovErn­

ment of Spain. Court also hrld that suit against Assay 

OfficE SupErintendent was a s uit against the United 

States ond tl'..e: court hsd no jurisdiction to entertain 

such o. su:.·;; . Court sho.rply r c jcctrd infc:-rncr s in o.rgu­

mcnt for plo.in~iff of rxisttnc~ of wrong1~ing by officials 

of Spo.nich Rr publican GovernmEnt and con., ivo.nor therEin 

by Treasu~y officio.ls . 

Dtcl.sion ''fill nlso {lOVtrn o.ddition'll 20, 100, 000 

ounC£3 s ilver of vo.lut Of V8, 600, 000 purc~s£d undEr 

eimilo.r o.rro.ngEl:ll:nt o.nd which ar t subject of othEr suits 

brought by scrnc pla i ntiff on 30.mc theor y. 

EA :FL :LY,W 

HULL 
IFL) 

.. 
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Secretary of State, 

lirsh!ngton . 

1013, July 17, 7 p .m. 

FOR TREASURY ?!101' Bll'I'TERI'IORTH. 

PLAIN 

London 

Dated July'l71 1939 

Rec 1d 2 :48 p .m. 

1 . !lo silv<r was i nvoic<d today. The prict tased a 

little to 16 3/4 for spot and 16 3/16 for forward , 7h£rt 

was some bea~ coverinc and both buylnp. and selling from 

Indi n but tbe turnovEr was not large , and therE was 

prncticn1ly no business after the fixing , 

2 . The Sri t ish fun1 tool( 16 of t.he 31 bors of gold 

dcn1t i n at th£ f ixing today; 11 wert mnrried. ThE spot 

and forward dollar wtre both steady on an i nacti>e m.~kct . 

A feature of the forEign exchange market ncs a risc in the 

r atE for coi n . The gol 1 dollar moving from 7S 2 3/80 to 

7S 2 5/SD, and thE gol d sovereicn from 35S - 3/40 to 3SS 

1 3/80. 

3 . \lith reference to the final pa.ragraph of my 

No. 91)8 of J uly 14, 6 p .m., the TI11ES Ci ty Editor this 

morning devotes ovEr a column to comment on the reaction 

in the g1ltedgcd mru'l<tt and in<lustrial stock markEt to 

the Chancellor of t he Exchequer 's announcement that 

borrowings 

358 

.. 
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- 2- ~1101:5 , July 17, 7 p.m., rrom London. 

borrowings would total nearly pounds 500 million, He 

obsErves that the fal l of 1/2 n point in giltcdged s tooke 

159 

at tht maximum coupl Ed wi th a whole arrits of small declines 

i n industri al sharcs can hardly bc dEscri bed as the sort 

of ruponst that most observers would have bnn inclined 

to onticipntc vh1lt sterling was compl etely unotfccted 

end the Treasury bill rate actually decli ned sli ghtly, 

But he points out that the ncw tstimotcs only makc a 

di fferencE in dcgrEt as b<tnccn cstron~cnl f i gur•s ln 

which poundn 100 million Either \lny 1a not of any 

parti cular mom ent but th'\t beyond a on•toi n poi nt thE 

dcgru "mal(e!l a world of di fference" , Thio point is a 

condition of full employment but "therc is no reason 

to ~upposc that thE EXpEnditure of poun~s 500 million 

on loon account must nEctaenrily oarry us to that point , 

Thc tmocdinte prospect ct lecet i s not for any general 

shortage of labor and industrial eapcci t¥ but for spEcifi c 

and individual dEfici enci es i n the crmrJment end alliEd 

trades . But it 1s naturally much more likely to do so 

than the expenditurE of pounds :580 million unless speci al 

acti on ia taken to makE available for armament work 

d 1 t 0 therE still orE in various s uch rtocrvca of men an P an • 

areas and industries" . He ccncludta by observing that 

pErhaps 
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ptrhops thE neutra l atti tudE of t h t mnrkEto towards t h t 

toonom1o 1mpl 1oot 1ons of tht loan program ma y bE thE 

360 

only r a tiono.l o.tt1tudt posoiblE nt tht mommt , "Tht 

trnd1t1onnl o.ttr o.ct1ons of Equi t i Es undtr neo.r- 1ntlo.t1ono.ry 

cond1 t10n3 r·ould cl t nrly bE much d1m1n1ahtd if 1n f o.et 

thE nuthor1t1Es tltcted to follon i n thE atEps of the 

toto.Hto.r! r.n sto.tes; nt thE so.mc t i me the prospects for 

f(llttdgtd 3tcur1 ti •~ <:ould bt conai dcr:.bly i mprovtd 1f 

the Trto.s•·.ry l Et it }) E knovm th.'t i t t.rd dtf~nitrly 

oct i ts h'\rn' c>gainst ~ rise of 1nttr -:st r ntco , The 

d"ngtr is tl . t wE m::ty f oll bctrtcen L11c stools ," 

KENNEDY 

HPD 

.. 
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